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The Community Facilities District No. 2008--01 (Harnnny Grove Village) of the County of San Diego, Improvement Area 
No. l Special Tax Bonds, Series 2018A (the "Series 2018A Bonds''), are authori,ed to be issued pursuant to the Mello-Roos 
Community Facilities Act of 1982, as amended (constituting Section 5331 l, et seq., of the California Government Code) (the "Act'') 
and an Indenture (the "Indenture''), dated as of February l, 2018, by and between Community Facilities District No. 2008-l 
(Harnnny Grove Village), County of San Diego, State of California (the "District'') and ZB, National Association dba Zions Bank 
as trustee (the "Trustee''). 

Proceeds of the Series 2018A Bonds will be used (i) to pay the costs of the acquisition of certain public facilities (the 
"Facilities'') necessary for the development of that portion of the District designated as Improvement Area No. l ("Improvement 
Area No. l"), (ii) to fund a reserve fund for the Series 2018A Bonds, and (iii) to pay the costs of issuing the Series 2018A Bonds. 
The Series 2018A Bonds are payable from Net Special Tax Revenues derived from the levy of the Special Taxes (as such 
capitali2Ed terms are defined in the Indenture) on real property located within the boundaries of Improvement Area No. l, and are 
secured by a pledge of all of the Net Special Tax Revenues and nnneys deposited in certain funds established underthe Indenture. 

The Series 2018A Bands will be issued as fully registered bonds in denominations of $5,000 or any integral multiple thereof. 
The Series 2018A Bonds will be delivered in fully registered form only, and, when issued, will be registered in the name of Cede & 
Co., as nominee of The Depository Trust Company, New York, New York ("DTC"). DTC will act as securities depository of the 
Series 2018A Bonds. Ownership interests in the Series 2018A Bonds rmy be purchased in book-entry form only. Purchasers will 
not receive bonds or certificates representing their interest in the Series 2018A Bonds purchased. Payments of principal of and 
interest on the Series 2018A Bonds will be payable by the Trustee to DTC, which is obligated in turn to remit such principal and 
interest to the DTC Participants for subsequent disbursement to the Beneficial Owners of the Series 2018A Bonds, as nnre fully 
described herein. See AppendixG - "DTC and the Book Entry System' herein. Interest on the Series 2018A Bonds is payable 
March land September l of each year, commencing September l, 2018. 

The Series 2018A Bonds are subject to optional redemption, rmndatory redemption from prepayments of Special Tax A and 
payments of the One-Time Special Tax, and rmndatory sinking fund redemption, all as more fully described herein. See "The Series 
2018A Bonds- Redemption." 

The Series 2018A Bonds are special obligations of the District, payable solely from Net Special Tax Revenues and the 
other assets pledged therefor under the Indenture. Neither the faith and credit nor the taxing power of the District (except 
to the limited extent set forth in the Indenture), the County, or the State of California, or any political subdivision thereof, is 
pledged to the payment of the Series 2018A Bands. 

This cover page contains certain information for quick reference only. It is not a complete sumrmry of the terms of this bond 
issue. Investors must read the entire Official Statement to obtain inforrmtion essential to the rmking of an informed investment 
decision with respect to the Series 2018A Bonds. See the section of this Official Statement entitled "Special Risk Factors" for a 
discussion of certain risk factors that should be considered, in addition to the other rmtters discussed herein, in considering the 
investment quality of the Series 2018A Bonds. 

The Series 2018A Bands are being offered when, as and if issued by the District, subject to the approval as to their legality by 
Orrick, Herrington & Sutcliffe LLP, Los Angeles, California, Bond Counsel, and certain other conditions. Certain legal rmtters will 
be passed upon for the District by the County Counsel and by Hawkins Delafield & Wood LL P, Los Angeles, California, Disclosure 
Counsel, and for the Underwriters by their counsel, Stradling Y occa Carlson & Rauth, a Professional Corporation, Newport Beach, 
California. Delivery of the Series 2018A Bonds is expected to occurthrough the facilities of DTC on or about February 7, 2018. 

Piper Jaffray. 

The date of this Official Statement is January 18, 2018. 
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$3,880,000 4.0036 Term Bonds due September 1, 2043, Yield 3.57036 Price 103.456% cc CU5IP1 AW3 
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c Priced to the first optional rederrption date of Septerrlier 1, 2024 at 103% of par. 

cc Priced to the optional rederrption date of Septerrlier 1, 2027 at par. 

t CUSI P® is a registered traderrark of the American Bankers Association. CUSI P Global Services is rranaged on 
behalf of American Bankers Association 0y S&P Capital IQ. Copyright© 2018 CUSIP Global Services. All 
rights reserved. This data is not intended to create a database and does not serve in any way as a substitute for the 
CUSIP Service Bureau. CUSIP® nurrliers are prCNided for corwenience of reference only. The District, the 
County and the Underwriters assume no responsibility forthe accuracy of such CUSI P® nurrliers. 



This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor 
shall there be any sale of the Series 2018A Bonds by any person in any jurisdiction in which it is unlawful 
for such person to make such an offer, solicitation or sale. No dealer, broker, salesperson or ofher person 
has been authorized to give any information or to make any representations other than those contained in 
this Official Statement. If given or made, such other information or representations must not be relied 
upon as having been authorized by the District, the County or the Underwriters. 

This Official Statement is not to be construed as a contract wifh the purchasers of the Series 
2018A Bonds. Statements contained in this Official Statement which involve estimates, projections, 
forecasts or matters of opinion, whether or not expressly so described herein, are intended solely as such 
and are not to be construed as representations of fact. 

The information set forth herein has been obtained from sources which are believed to be reliable 
but is not guaranteed as to accuracy or completeness, and is not to be construed as a representation by the 
District, fhe County or the Underwriters. The information and expression of opinions herein are subject to 
change without notice and neither delivery of this Official Statement nor any sale made hereunder shall, 
under any circumstances, create any implication that there has been no change in the affairs of the 
District, fhe County or any other parties described herein since the date hereof. All summaries of the 
Indenture or other documents are made subject to the provisions of such documents respectively and do 
not purport to be complete statements of any or all of such provisions. Reference is hereby made to such 
documents on file with the District and the County for further information in connection therewith. 

The Underwriters have provided the following sentence for inclusion in this Official Statement. 
The Underwriters have reviewed the information in this Official Statement in accordance with, and as part 
of, their responsibility to investors under the federal securities laws as applied to the facts and 
circumstances of this transaction, but fhe Underwriters do not guarantee the accuracy or completeness of 
such information. 

In connection with the offering of the Series 2018A Bonds, fhe Underwriters may over allot or 
effect transactions which stabilize or maintain fhe market price of such Series 2018A Bonds at a level 
above that which might otherwise prevail in the open market. Such stabilizing, if commenced, may be 
discontinued at any time. The Underwriters may offer and sell the Series 2018A Bonds to certain dealers 
and dealer banks and banks acting as agents at prices lower fhan fhe public offering prices stated on the 
inside cover page hereof and said public offering prices may be changed from time to time by the 
Underwriters. 
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General 

$15,710,000 
COMMUNITY FACILITIES DISTRICT NO. 2008-01 

(HARMONY GROVE VILLAGE) OF THE COUNTY OF SAN DIEGO 
IMPROVEMENT AREA NO. 1 SPECIAL TAX BONDS, SERIES 2018A 

INTRODUCTION 

This Official Statement, including the cover page and appendices hereto, sets forth certain 
information concerning the issuance by Community Facilities District No. 2008-1 (Harmony Grove 
Village), County of San Diego, State of California (the "District"), of its Community Facilities District 
No. 2008-01 (Harmony Grove Village) of the County of San Diego, Improvement Area No. I Special Tax 
Bonds, Series 2018A (the "Series 2018A Bonds"). The Series 2018A Bonds are being issued under the 
provisions of the Mello-Roos Community Facilities Act of 1982, as amended (constituting Section 53311 
et seq. of the California Government Code) (the "Act"), the Resolution of Issuance hereinafter referred to, 
and an Indenture, dated as of February I, 2018 (the "Indenture"), between the District and ZB, National 
Association dba Zions Bank, as trustee (the "Trustee"). 

This introduction is not a summary of this Official Statement. It is only a brief description of and 
guide to, and is qualified by, more complete and detailed information contained in, this entire Official 
Statement, including the cover page and appendices hereto, and the documents summarized or otherwise 
described herein. A full review should be made of this entire Official Statement and such documents prior 
to making an investment in the Series 2018A Bonds. The sale and delivery of the Series 2018A Bonds to 
potential investors is made only by means of the entire Official Statement. 

Capitalized terms used in this Official Statement and not otherwise defined herein have the 
meanings given to them in the Indenture. See Appendix A - "Summary of Certain Provisions of the 
Indenture." 

The District and the Improvement Areas 

General. The District encompasses approximately 418 acres, and is located in an unincorporated 
portion of San Diego County located north of the intersection of Country Club Drive and Harmony Grove 
Road, west-southwest of the City of Escondido, south of State Route 78 and west of U.S. Interstate 15. 
The land in the District is coterminous with the boundaries of a master-planned community known as 
Harmony Grove Village (the "Development"), except for an approximately 37-acre portion of the 
Development lying outside of the District that is planned for equestrian use, and approximately 13 acres 
of parks and open space. Final maps authorizing the subdivision of the Development into 736 residential 
units as well as certain non-residential parcels were recorded in January, 2013. 

The District is divided into two improvement areas. Improvement Area No. I comprises an 
approximately 234-acre portion of the Development. Improvement Area No. I is planned to be developed 
with 444 single-family detached residential dwelling units, an approximately 2.89-acre commercial site 
consisting of two contiguous parcels (the "Commercial Site"), and three additional parcels intended for 
development as a fire station, a church, and a wastewater treatment plant. Only the residential parcels and 
the Commercial Site are subject to the Special Tax. Special Taxes have been prepaid on two of the 
residential parcels in Improvement Area No. I. Accordingly, a maximum of 442 residential parcels will 
be subject to the Special Tax levy. Improvement Area No. 2 comprises an approximately 181-acre portion 
of the Development. An additional 292 single-family detached residential units are planned to be 



developed in Improvement Area No. 2. A portion of the lots in Improvement Area No. 2 are in an active 
sales program and as of December I. 2017. a total of 35 completed residential units in Improvement Area 
No. 2 had been conveyed to individual owners. 

Principal of and interest on the Series 2018A Bonds are payable solely from Special Taxes 
levied within Improvement Area No. 1, as further described herein. Special taxes levied within 
Improvement Area No. 2 do not secure the Series 2018A Bonds. 

District Formation. Under fhe Act, the Board of Supervisors (the "Board of Supervisors") of the 
County of San Diego, California (fhe "County") is authorized to establish a community facilities district 
and act as fhe legislative body for the district. Subject to approval by a two-thirds vote of the qualified 
electors voting, and compliance with the provisions of the Act, fhe Board of Supervisors, acting as the 
legislative body of a community facilities district, may authorize the issuance of bonds by such district, 
and the levy and collection of a special tax within such district (and/or one or more improvement areas 
within such district), to repay such indebtedness. 

Pursuant to the Act, on May 14, 2008, the Board of Supervisors adopted a resolution stating its 
intention to establish the District. On June 25, 2008, the Board of Supervisors adopted its Resolution No. 
08-113 establishing the District and the two improvement areas fherein (the "Resolution of Formation"), 
its Resolution No. 08-114 deeming it necessary to incur bonded indebtedness in an aggregate principal 
amount not to exceed $32,000,000 for Improvement Area No. I and $35,000,000 for Improvement Area 
No. 2, and its Resolution No. 08-115 calling a special election within Improvement Area No. I. The 
qualified electors wifhin Improvement Area No. I voted in favor of, among other things, the incurrence of 
bonded indebtedness in a principal amount not to exceed $32,000,000 to finance certain infrastructure and 
other improvements (the "Facilities"), which Facilities would be owned by the County, the San Diego 
County Sanitation District (the "County Sanitation District"), or Rincon de! Diablo Municipal Water 
District ("Rincon"). 

Special Tax Levy 

At the time of formation of the District, fhe qualified electors also voted in favor of the levy of 
Special Taxes (defined below, see, "- Sources of Payment for fhe Series 2018A Bonds") on certain 
property in Improvement Area No. I, to pay, among other things, the principal of and interest on bonds 
(including the Series 2018A Bonds) to be issued to finance a portion of the Facilities, to pay a portion of 
fhe administrative expenses of the District, and to make any replenishments to fhe Reserve Fund 
consistent with the Rate and Method of Apportionment for County of San Diego Community Facilities 
District No. 2008-01 Improvement Area No. I (Harmony Grove Village) (as amended in part and restated 
in part as described below, the "Rate and Method"). The Rate and Method provides for the levy of an 
annual Special Tax A ("Special Tax A"), and an additional tax (fhe "One-Time Special Tax"). The One
Time Special Tax is to be levied in certain specified circnmstances in order to assure maintenance of fhe 
required debt service coverage ratio on indebtedness payable from Special Tax A. See "The District and 
Improvement Area No. I - Rate and Method of Apportionment of Special Tax - One-Time Special Tax." 
Resolution No. 17-180 adopted by the Board of Supervisors on December 5, 2017 (the "Resolution of 
Issuance") restated Section D of fhe Rate and Method, which provides for the determination and levy of 
fhe One-Time Special Tax, in order to cure ambiguities within fhat section and to clarify fhe procedures 
for levying the One-Time Special Tax. As permitted under the Rate and Method, certain of the Maximum 
Special Tax A rates originally set forth in Table I of the Rate and Method have been revised downward 
pursuant to a Certificate to Amend Special Tax A (the "Reduction Certificate") executed in connection 
wifh the adoption of the Resolution of Issuance and recorded in the office of the San Diego County 
Recorder. References herein to the "Rate and Method" include Section D thereof as fhus restated, and fhe 
Maximum Special Tax A rates as fhus amended by the Reduction Certificate. See Appendix E - "Rate 
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and Method of Apportionment of Special Tax." The Special Taxes are levied pursuant to County 
Ordinance No. 10369 (N.S.). adopted by fhe Board of Supervisors on January 7. 2015 (the "Ordinance"). 
See "The District and Improvement Area No. I - Rate and Method of Apportionment of Special Tax.'' 
and "- The Facilities" herein. 

The Rate and Method also provides for the levy of a Special Tax B on property in Improvement 
Area No. I to pay annual costs of certain services the District is authorized to fund and related 
administrative expenses. Special Tax B is not pledged to the payment of debt service on the Series 
2018A Bonds and will not be used to pay the principal of or interest on the Series 2018A Bonds. 

Application of Proceeds of the Series 2018A Bonds 

Proceeds of the Series 2018A Bonds will be used (i) to pay fhe costs of fhe acquisition of certain 
Facilities, (ii) to fund a reserve fund for fhe Series 2018A Bonds, and (iii) to pay the costs of issuing the 
Series 2018A Bonds. See "Estimated Sources and Uses of Funds," and "The District and Improvement 
Area No. I - The Facilities." 

The Development and the Developer 

Improvement Area No. I comprises an approximately 234-acre portion of the Development, a 
468-acre residential development known as Harmony Grove Village. The Development is situated west
southwest of, and nearly adjacent to, the City of Escondido, south of State Route 78 and west of U.S. 
Interstate 15. The Development is planned to include a total of 736 single-family detached residential 
units, the Commercial Site, which is expected to generate approximately 20,000 square feet of retail 
space, a fire station, a church, and a wastewater treatment plant. Planned amenities include 189 acres of 
permanent open space, a community clubhouse and pool, a central park, and a trail system. A portion of 
the Development is situated outside of the District and consists of an approximately 37-acre parcel south 
of and adjacent to the District planned for equestrian use, as well as approximately 13 acres of parks and 
open space. 

As of September 10, 2017, which is fhe date of valuation (the "Valuation Date") of the Appraisal 
(see"- Appraised Value," below), of the 442 planned residential units subject to fhe Special Tax levy in 
Improvement Area No. I, 148 had been completed, sold and conveyed to individual homeowners, and an 
additional 69 home sales were pending. Home sales contracts are subject to cancellation and, therefore, 
pending home sales may not result in closed escrows with the prospective homebuyers. Also as of the 
Valuation Date, a total of 254 building permits had been issued ( excluding the two parcels for which the 
Special Tax has been prepaid). The Developer expects an additional 136 building permits to be issued in 
2018, and the remaining 54 building permits to be issued in 2019. Between the Valuation Date and 
December I, 2017, no additional building permits were issued, and an additional 30 units (excluding the 
two parcels for which the Special Tax has been prepaid) had been conveyed to individual homeowners. 
As of December I, 2017, 178 units (excluding the two parcels for which the Special Tax has been 
prepaid) had been conveyed to individual homeowners. 

The remaining 292 residential units within fhe Development are expected to be situated in 
Improvement Area No. 2. As of December I, 2017, 35 completed residential units in Improvement Area 
No. 2 had been conveyed to individual homeowners. 

The Series 2018A Bonds are special obligations of the District, payable solely from Net Special 
Tax Revenues derived from Taxable Property within Improvement Area No. 1 and amounts in certain 
funds established under the Indenture, as more fully described herein. 
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The Development is being developed by Ca!Atlantic Group, Inc., a Delaware corporation (the 
"Developer" or "Ca!Atlantic") through its San Diego Division. The Developer is a homebuilder, 
incorporated in 1991 with principal executive offices located in Arlington, Virginia, and West Coast 
corporate headquarters located in Irvine, California. Ca!Atlantic is a publicly traded company with its 
stock listed on the New York Stock Exchange under the symbol "CAA." See "The Development and the 
Developer - The Developer." On October 30, 2017, the Developer announced that it had entered into a 
definitive agreement to merge with Lennar Corporation. See "The Development and the Developer - The 
Developer - Ca!Atlantic/Lennar Merger Announcement." 

The Facilities eligible to be financed with the Series 2018A Bond proceeds consist of public 
roads, a wastewater treatment plant, sewer pump station, parks, multi-use trails, water reclamation 
facilities and other public improvements located within, or designed to provide services to, Improvement 
Area No. I. Facilities also include certain development and other fees charged to the Developer by the 
County and other public agencies, and for which the Developer may be reimbursed. Pursuant to the 
Acquisition and Funding Agreement dated as of December I, 2012 (the "Acquisition and Funding 
Agreement"), by and among the District, the County, and the Developer, the Facilities specified therein 
are to be constructed by the Developer, and are to be acquired by the County, the County Sanitation 
District, or Rincon when such Facilities are operational. The Developer becomes eligible for 
reimbursement of the costs related to the Facilities when they are accepted by these agencies. See Table 8 
in "The District and Improvement Area No. I - The Facilities." 

Description of the Series 2018A Bonds 

The Series 2018A Bonds will be issued and delivered as fully registered bonds, registered in the 
name of Cede & Co. as nominee of The Depository Trust Company, New York, New York ("OTC"), and 
will be available to purchasers of the Series 2018A Bonds (the "Beneficial Owners") in denominations of 
$5,000 or any integral multiple thereof, under the book-entry system maintained by OTC, only through 
brokers and dealers who are or act through OTC Participants as described herein. See "The Series 2018A 
Bonds - Description of the Series 2018A Bonds" and Appendix G- "OTC and the Book Entry System." 
So long as the Series 201 SA Bonds are in book-entry-only form, all references in the Official Statement to 
the owners or holders of the Series 2018A Bonds shall mean DTC (or its nominee) and not the Beneficial 
Owners of the Series 201 SA Bonds. 

The Series 2018A Bonds are subject to optional redemption and mandatory redemption as 
described herein. For more complete descriptions of the Series 2018A Bonds and the Indenture pursuant 
to which they are being issued and delivered, see "The Series 2018A Bonds" and Appendix A -
"Summary of Certain Provisions of the Indenture." 

Sources of Payment for the Series 2018A Bonds 

Under the Indenture, the Series 2018A Bonds are payable from, and secured by a pledge of and 
lien on, the Net Special Tax Revenues and amounts held in the Special Tax Fund, the Bond Fund, the 
Redemption Fund, and the Reserve Fund of the Indenture. The term "Net Special Tax Revenues" means 
Special Tax Revenues, less amounts required to pay Priority Administrative Expenses. "Special Taxes" 
consist of the special taxes described as "Special Tax A'' and the "One-Time Special Tax" in the Rate and 
Method levied within Improvement Area No. I pursuant to the Act, the Rate and Method, the Ordinance, 
and the Indenture. The term "Special Tax Revenues" means the proceeds of the Special Taxes received by 
or on behalf of the District, including any prepayments thereof, interest and penalties thereon and 
proceeds of the redemption or sale of property sold as a result of foreclosure of the lien of the Special 
Taxes, which are limited to the amount of said lien and interest and penalties thereon. Under the 
Indenture, the District has agreed to repay the Series 2018A Bonds from the Net Special Tax Revenues 
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collected and received by the District, and from amounts on deposit in certain funds established under fhe 
Indenture. See "Security for fhe Series 2018A Bonds" and Appendix A - "Summary of Certain 
Provisions of the Indenture." 

In the event that the Special Taxes are not paid when due, fhe only other source of funds to repay 
fhe Series 2018A Bonds will be the amounts held by the Trustee in certain of the funds established under 
fhe Indenture, including amounts held in the Reserve Fund, and the proceeds, if any, from foreclosure 
sales of land with delinquent Special Taxes. A portion of the proceeds of fhe Series 2018A Bonds equal to 
the initial Reserve Requirement will be deposited in the Reserve Fund, which may be drawn upon as 
needed to pay the scheduled debt service on the Bonds, in accordance with the provisions of the 
Indenture. Amounts in the Reserve Fund may also be used to redeem Bonds in conjunction with the 
prepayments of Special Tax A and payments of the One-Time Special Tax, and to pay rebate payments to 
the federal government. See "Security for fhe Series 2018A Bonds - Reserve Fund" and Appendix A -
"Snmmary of Certain Provisions of the Indenture." 

Resolution No. 08-114 of the County Board of Supervisors provides that Bonds payable from 
Special Taxes may be issued in an amount not to exceed $32,000,000. The District and the Developer 
anticipate that, as additional homes are completed by the Developer and sold to individual homeowners, 
subject to the conditions precedent set forth in the Indenture, the Developer will be reimbursed for the 
cost of additional Facilities that are expected to be financed with additional Bonds to the extent permitted 
under fhe Indenture and Resolution No. 08-114. Upon the issuance of the Series 2018A Bonds, a total of 
$16,290,000 of additional debt to finance Facilities may be issued and secured by Special Taxes m 
Improvement Area No. I. See "Security for fhe Series 2018A Bonds -Additional Bonds." 

Appraised Value 

In connection with the offering and sale of the Series 2018A Bonds, an Appraisal Report (the 
"Appraisal") was prepared by Kitty Siino & Associates, Inc. (fhe "Appraiser"), dated October 30, 2017, 
wifh a Valuation Date of September 10, 2017. According to the Appraisal, as of the Valuation Date, the 
aggregate value of fhe residential and commercial property subject to the Special Tax in Improvement 
Area No. I was $150,908,682 (excluding the two residential properties for which the Special Taxes have 
been prepaid), of which $70,382,200 represented property owned by the Developer and $80,526,482 
represented property owned by individual homeowners. Certain limited appraisal information has been 
updated to December I, 2017 by fhe Appraiser in a Supplement to the Appraisal (fhe "Appraisal 
Supplement") dated December 8, 2017. The Appraisal and the Appraisal Supplement contain various 
assumptions and conditions and should be read in their entirety by those interested in an investment in the 
Series 2018A Bonds. Complete copies of the Appraisal and the Appraisal Supplement are attached hereto 
as Appendix C - "Appraisal Report." See "Security for the Series 2018A Bonds - Appraised Value" for 
various tables indicating value-to-lien ratios by development status and product type of the homes 
permitted and expected to be constructed in Improvement Area No. I. 

Continuing Disclosure 

The District, pursuant to a Continuing Disclosure Agreement (the "District Continuing Disclosure 
Agreement"), and fhe Developer, pursuant to a Continuing Disclosure Agreement (the "Developer 
Continuing Disclosure Agreement"), have each agreed to provide, or cause to be provided, to fhe 
Electronic Municipal Market Access ("EMMA") maintained by the Municipal Securities Rulemaking 
Board, certain annual financial and other information and notice of certain enumerated events. The 
Developer has also agreed to provide additional semiannual financial and other information. The District 
Continuing Disclosure Agreement is being executed by the District in order to assist the Underwriters in 
complying with Rule 15c2-12(b)(5) of the Securities and Exchange Commission (the "Rule"). The 
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Developer Continuing Disclosure Agreement shall terminate at such time as the Developer and its 
Affiliates are collectively responsible for less than 20% of the Special Taxes. In addition. the Developer 
Continuing Disclosure Agreement may terminate in certain other circumstances. as described in the 
Developer Continuing Disclosure Agreement. See "Concluding Information - Continuing Disclosure.'' 
Appendix H - "Form of District Continuing Disclosure Agreement" and Appendix I - "Form of 
Developer Continuing Disclosure Agreement." 

Risk Factors 

The purchase of the Series 2018A Bonds involves certain risks which should be considered by 
prospective Bond purchasers. See "Special Risk Factors" herein for a description of certain such risks. 

Limited Liability 

Although the unpaid Special Taxes constitute liens on parcels within Improvement Area No. 1, 
they do not constitute a personal indebtedness of the Developer or any other property owners or 
homeowners. There is no assurance that any landowner or homeowner will be financially able to pay the 
Special Taxes levied on their property in Improvement Area No. 1, or that they will pay the Special Taxes 
even though financially able to do so. 

The Series 2018A Bonds are special obligations of the District, payable solely from Net 
Special Tax Revenues and the other assets pledged therefor under the Indenture. Neither the faith 
and credit nor the taxing power of the District (except to the limited extent set forth in the 
Indenture), the County, or the State of California, or any political subdivision thereof, is pledged to 
the payment of the Series 2018A Bonds. 

Professionals Involved in the Offering 

Orrick, Herrington & Sutcliffe LLP, Los Angeles, California, is acting as Bond Counsel to the 
District. Certain legal matters will be passed upon for the District by County Counsel, and by Hawkins 
Delafield & Wood LLP, Los Angeles, California, acting as Disclosure Counsel. Certain legal matters will 
be passed upon for the Underwriters by Stradling Yocca Carlson & Rauth, a Professional Corporation, 
Newport Beach, California, Underwriters' Counsel. Public Resources Advisory Group, Los Angeles, 
California, will serve as the District's Financial Advisor. Payment of the fees and expenses of Bond 
Counsel, Disclosure Counsel and Underwriters' Counsel is contingent upon the sale and issuance of the 
Series 2018A Bonds. 

The Appraisal and the Appraisal Supplement were prepared by Kitty Siino & Associates, Inc., 
Tustin, California (the "Appraiser"). Empire Economics, Inc., Capistrano Beach, California (the 
"Absorption Consultant"), prepared the Market Absorption Study. The firm of Willdan Financial 
Services, Temecula, California, is the Special Tax Consultant to the District for the financing. Willdan 
Financial Services will also serve as the initial dissemination agent under the Continuing Disclosure 
Agreements. 

Additional Information 

Brief descriptions of the Series 2018A Bonds, the security for the Series 2018A Bonds, certain 
special risk factors, the District, the County, the Developer, the Development and other information are 
included in this Official Statement, together with summaries of certain provisions of the Series 2018A 
Bonds, the Indenture and other documents. Such descriptions and information do not purport to be 
comprehensive or definitive. The descriptions herein of the Series 2018A Bonds, resolutions and other 
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documents are qualified in their entirety by reference to the complete text thereof and the information 
with respect thereto included in the Indenture. All such descriptions are furfher qualified in their entirety 
by reference to laws and principles of equity relating to or affecting generally fhe enforcement of 
creditors' rights. 

Unless fhe context clearly requires otherwise, capitalized terms used but not defined in fhis 
Official Statement have the meanings given to them in the Indenture, some of which are set forfh in 
Appendix A hereto. 

ESTIMATED SOURCES AND USES OF FUNDS 

The sources and uses of funds in connection with fhe Series 2018A Bonds are estimated to be 
applied as follows: 

Source of Funds 
Principal Amount of Series 2018A Bonds 
Plus: Net Original Issue Premium 
Less: Underwriters' Discount 

Total Sources 

$15,710,000.00 
505,301.75 
141 387.50 

$16,073,914.25 

Application of Funds 

(1) 

(2) 

(3) 

Deposit to Improvement Fund(!) 
Deposit to Reserve Fund(21 

Deposit to Costs of Issuance Fund(3
l 

Total Uses 

$14,444,364.79 
1,179,810.46 

449 739.00 

$16,073,914.25 

To be used, together with other Special Tax Revenues available to the District, to pay costs of the Facilities. See "The 
District and Improvement Area No. 1 - The Facilities." 
An amount equal to the initial Reserve Requirement. See "Security for the Series 2018A Bonds -Reserve Fund." 
Includes fees and expenses of Bond Counsel, Disclosure Counsel, the Financial Advisor, the Trustee, the Appraiser, the 
Special Tax Consultant, the Absorption Consultant and the County, printing expenses and other costs related to the issuance 
of the Series 2018A Bonds. 
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SCHEDULED ANNUAL DEBT SERVICE FOR THE SERIES 2018A BONDS 

The table below sets forth the scheduled annual debt service payments on the Series 2018A 
Bonds, assuming no optional redemption of the Series 2018A Bonds or mandatory redemption of the 
Series 2018A Bonds from prepayments of Special Tax A or payments of One-Time Special Tax. 

Year Ending 
September 1 Principal Interest Total 

2018 $ 342,854.58 $ 342,854.58 
2019 $ 95,000 605,037.50 700,037.50 
2020 115,000 603,137.50 718,137.50 
2021 130,000 600,837.50 730,837.50 
2022 150,000 596,937.50 746,937.50 
2023 165,000 592,437.50 757,437.50 
2024 190,000 587,487.50 777,487.50 
2025 210,000 581,787.50 791,787.50 
2026 235,000 573,387.50 808,387.50 
2027 260,000 563,987.50 823,987.50 
2028 285,000 553,587.50 838,587.50 
2029 315,000 542,187.50 857,187.50 
2030 345,000 529,587.50 874,587.50 
2031 375,000 515,787.50 890,787.50 
2032 410,000 500,787.50 910,787.50 
2033 440,000 484,387.50 924,387.50 
2034 480,000 466,787.50 946,787.50 
2035 515,000 447,587.50 962,587.50 
2036 555,000 430,206.26 985,206.26 
2037 590,000 411,475.00 1,001,475.00 
2038 635,000 390,825.00 1,025,825.00 
2039 675,000 368,600.00 1,043,600.00 
2040 725,000 341,600.00 1,066,600.00 
2041 775,000 312,600.00 1,087,600.00 
2042 825,000 281,600.00 1,106,600.00 
2043 880,000 248,600.00 1,128,600.00 
2044 940,000 213,400.00 1,153,400.00 
2045 1,000,000 175,800.00 1,175,800.00 
2046 1,065,000 135,800.00 1,200,800.00 
2047 1,130,000 93,200.00 1,223,200.00 
2048 1,200,000 48 000.00 I 248 000.00 

TOTALS $15,710,000 $13,140,298.34 $28,850,298.34 
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THE SERIES 2018A BONDS 

The following is a summary of certain provisions of the Series 201 SA Bonds. Reference is made 
to the Series 201 SA Bonds for the complete text thereof and to the Indenture for a more detailed 
description of such provisions. The discussion herein is qualified by such reference. See Appendix A -
" Summary of Certain Provisions of the Indenture. " 

Authority for Issuance 

The Series 2018A Bonds are being issued pursuant to the Resolution of Issuance. the Act and the 
Indenture. The Act was adopted by the State Legislature to provide an alternate method of financing 
certain public capital facilities and services. Once duly established by a local governmental agency. a 
community facilities district is itself a legally constituted governmental entity. with the governing board 
or legislative body of the local agency that established it constituting the legislative body of the 
community facilities district. Subject to approval by a two-thirds vote of a community facilities district's 
qualified electors and compliance with the provisions of the Act. the legislative body may authorize the 
issuance of bonds for the community facilities district in order to finance certain public improvements. 
and the legislative body may levy and collect a special tax within such community facilities district 
(and/or one or more improvement areas within such district). to repay such indebtedness. The total 
aggregate principal amount of the Bonds authorized to be issued and payable from Net Special Tax 
Revenues is $32.000.000. See "Security for the Series 2018A Bonds" and Appendix A - "Summary of 
Certain Provisions of the Indenture." 

Purpose of the Series 2018A Bonds 

Proceeds of the Series 2018A Bonds will be used (i) to pay the costs of the acquisition of the 
Facilities necessary for the development of Improvement Area No. I. (ii) to fund a reserve fund for the 
Series 2018A Bonds. and (iii) to pay the costs of issuing the Series 2018A Bonds. See "Estimated Sources 
and Uses of Funds" and "The District and Improvement Area No. I - The Facilities." 

Description of the Series 2018A Bonds 

The Series 2018A Bonds shall be issued in fully registered form without coupons in 
denominations of $5.000 or any integral multiple thereof ("Authorized Denominations"). and will be 
dated as of the their date of issuance The Series 2018A Bonds are scheduled to mature on September I in 
the years and in the principal amounts and will bear interest at the rates shown on the inside front cover 
page of this Official Statement. Interest on the Series 2018A Bonds will be calculated on the basis of a 
360-day year comprised of twelve 30-day months and will be payable semiannually on March I and 
September I of each year. commencing September I. 2018. 

Interest on the Series 2018A Bonds shall be payable from the Interest Payment Date next 
preceding the date of authentication thereof unless (i) a Series 2018A Bond is authenticated on or before 
an Interest Payment Date and after the close of business on the preceding Record Date. in which event it 
shall bear interest from such Interest Payment Date. (ii) a Series 2018A Bond is authenticated on or 
before the first Record Date. in which event interest thereon shall be payable from the Closing Date. or 
(iii) interest on any Series 2018A Bond is in default as of the date of authentication thereof. in which 
event interest thereon shall be payable from the date to which interest has previously been paid or duly 
provided for. 

Interest shall be paid in lawful money of the United States of America on each Interest Payment 
Date. Interest shall be paid by check of the Trustee mailed by first class mail. postage prepaid. or by wire 
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transfer made on such Interest Payment Date upon the written instructions of any Owner of $1,000,000 or 
more Series 2018A Bonds to an account within the United States of America, on each Interest Payment 
Date to the Series 2018A Bond Owners at their respective addresses shown on the Registration Books as 
of the close of business on the preceding Record Date. Notwithstanding fhe foregoing, interest on any 
Series 2018A Bond which is not punctually paid or duly provided for on any Interest Payment Date shall, 
if and to fhe extent that amounts subsequently become available therefor, be paid on a payment date 
established by the Trustee to fhe Person in whose name fhe ownership of such Series 2018A Bond is 
registered on fhe Registration Books at fhe close of business on a special record date to be established by 
fhe Trustee for the payment of such defaulted interest, notice of which shall be given to such Owner not 
less than ten days prior to such special record date. The principal of fhe Series 2018A Bonds shall be 
payable in lawful money of fhe United States of America upon presentation and surrender thereof upon 
maturity or earlier redemption at the Office of fhe Trustee. 

The Series 2018A Bonds are special obligations of the District, payable solely from Net Special 
Tax Revenues and the other assets pledged therefor under the Indenture. Neither the faith and credit nor 
fhe taxing power of fhe District ( except to the limited extent set forth in the Indenture), the County, or the 
State of California, or any political subdivision thereof, is pledged to the payment of the Series 2018A 
Bonds. 

Redemption 

Optional Redemption. The Series 2018A Bonds maturing on and after September I, 2025 are 
subject to optional redemption, in whole or in part in Authorized Denominations, on any Interest Payment 
Date on or after September I, 2024, from any source of available funds, at the following respective 
Redemption Prices (expressed as percentages of the principal amount of the Series 2018A Bonds to be 
redeemed), plus accrued interest thereon to the date of redemption: 

Redemption Dates 

September I, 2024 and March I, 2025 
September I, 2025 and March I, 2026 
September I, 2026 and March I, 2027 
September I, 2027 and any Interest Payment Date thereafter 

Redemption Price 

103% 
102 
IOI 
100 

Mandatory Redemption from Special Tax A Prepayments and One-Time Special Tax 
Payments. The Series 2018A Bonds are subject to mandatory redemption, in whole or in part in 
Authorized Denominations, on any Interest Payment Date, from and to the extent of any prepayment of 
Special Tax A, or of any payment of the One-Time Special Tax, at fhe following respective Redemption 
Prices ( expressed as percentages of the principal amount of the Series 2018A Bonds to be redeemed), plus 
accrued interest thereon to the date of redemption: 

Redemption Dates 

September I, 2018 through and including March I, 2025 
September I, 2025 and March I, 2026 
September I, 2026 and March I, 2027 
September I, 2027 and any Interest Payment Date thereafter 

Redemption Price 

103% 
102 
IOI 
100 

The District does not expect that the One-Time Special Tax will be levied and accordingly does 
not expect that mandatory redemption from One-Time Special Tax payments will occur. See "The 
District and Improvement Area No. I - Rate and Mefhod of Apportionment of Special Tax - One-Time 
Special Tax" and "Special Risk Factors - Collection of One-Time Special Tax." 
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Mandatory Sinking Fund Redemption. The Series 2018A Bonds maturing September I. 2043 
shall be subject to mandatory sinking fund redemption. in part. on September I in each year. commencing 
September I. 2039. at a Redemption Price equal to the principal amount of the Series 2018A Bonds 
maturing September I. 2043 to be redeemed. without premium. plus accrued interest thereon to the date 
of redemption. in the aggregate respective principal amounts in the respective years as follows: 

Sinking Fund Redemption Date 
(September I) 

2039 
2040 
2041 
2042 
2043 (Maturity) 

Principal Amount 
to be Redeemed 

$675.000 
725.000 
775.000 
825.000 
880.000 

If some but not all of fhe Series 2018A Bonds maturing on September I. 2043 are redeemed 
pursuant to the provisions described in "---Optional Redemption.'' above, the principal amount of Series 
2018A Bonds maturing on September I, 2043 to be redeemed pursuant mandatory sinking fund 
redemption on any subsequent September I shall be reduced, by $5,000 or an integral multiple thereof, as 
designated by the District in a Written Certificate of the District filed with the Trustee; provided, 
however, that fhe aggregate amount of such reductions shall not exceed the aggregate amount of Series 
2018A Bonds maturing on September I, 2043 redeemed pursuant to the provisions described in "
Optional Redemption," above. If some but not all of fhe Series 2018A Bonds maturing on September I, 
2043 are redeemed pursuant to the provisions described in "Mandatory Redemption from Special Tax A 
Prepayments and One-Time Special Tax Payments" above, the principal amount of Series 2018A Bonds 
maturing on September I, 2043 to be redeemed pursuant to mandatory sinking fund redemption on any 
subsequent September I shall be reduced by the aggregate principal amount of fhe Series 2018A Bonds 
maturing on September I, 2043 so redeemed pursuant to the provisions described in "-Mandatory 
Redemption from Special Tax A Prepayments and One-Time Special Tax Payments" above, such 
reduction to be allocated among redemption dates as nearly as practicable on a pro rata basis in amounts 
of $5,000 or integral multiples thereof, as determined by the Trustee, notice of which determination shall 
be given by fhe Trustee to the District. 

The Series 2018A Bonds maturing September I, 2048 shall be subject to mandatory sinking fund 
redemption, in part, on September I in each year, commencing September I, 2044, at a Redemption Price 
equal to the principal amount of fhe Series 2018A Bonds maturing September I, 2048 to be redeemed, 
wifhout premium, plus accrued interest thereon to the date of redemption, in the aggregate respective 
principal amounts in the respective years as follows: 

Sinking Fund Redemption Date 
(September I) 

2044 
2045 
2046 
2047 
2048 (Maturity) 

Principal Amount 
to be Redeemed 

$ 940,000 
1,000,000 
1,065,000 
1,130,000 
1,200,000 

If some but not all of fhe Series 2018A Bonds maturing on September I, 2048 are redeemed 
pursuant to the provisions described in "---Optional Redemption," above, the principal amount of Series 
2018A Bonds maturing on September I, 2048 to be redeemed pursuant mandatory sinking fund 
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redemption on any subsequent September I shall be reduced, by $5,000 or an integral multiple thereof, as 
designated by the District in a Written Certificate of the District filed with the Trustee; provided, 
however, that fhe aggregate amount of such reductions shall not exceed the aggregate amount of Series 
2018A Bonds maturing on September I, 2048 redeemed pursuant to the provisions described in "
Optional Redemption," above. If some but not all of fhe Series 2018A Bonds maturing on September I, 
2048 are redeemed pursuant to fhe provisions described in "-Mandatory Redemption from Special Tax A 
Prepayments and One-Time Special Tax Payments" above, the principal amount of Series 2018A Bonds 
maturing on September I, 2048 to be redeemed pursuant to mandatory sinking fund redemption on any 
subsequent September I shall be reduced by the aggregate principal amount of fhe Series 2018A Bonds 
maturing on September I, 2048 so redeemed pursuant to the provisions described in "-Mandatory 
Redemption from Special Tax A Prepayments and One-Time Special Tax Payments" above, such 
reduction to be allocated among redemption dates as nearly as practicable on a pro rata basis in amounts 
of $5,000 or integral multiples thereof, as determined by the Trustee, notice of which determination shall 
be given by fhe Trustee to the District. 

Selection of Bonds for Redemption. Whenever prov1s1on is made in the Indenture for the 
redemption of less fhan all of the Bonds, fhe Trustee will select the Series 2018A Bonds to be redeemed 
from all Bonds not previously called for redemption: (a) with respect to any optional redemption of Series 
2018A Bonds, among maturities of Series 2018A Bonds as directed by fhe District; (b) wifh respect to 
any redemption from prepayment of Special Tax A or payment of fhe One-Time Special Tax and fhe 
corresponding provision of any Supplemental Indenture pursuant to which Additional Bonds are issued, 
among maturities of all Series of Bonds on a pro rat a basis as nearly as practicable; and ( c) wifh respect 
to any other redemption of Additional Bonds, among maturities as provided in the Supplemental 
Indenture pursuant to which such Additional Bonds are issued, and by lot among Bonds of the same 
Series with the same maturity in any manner which the Trustee in its sole discretion shall deem 
appropriate and fair. For purposes of such selection, all Bonds shall be deemed to be comprised of 
separate $5,000 denominations and such separate denominations shall be treated as separate Bonds which 
may be separately redeemed. 

Notice of Redemption. The Indenture provides that fhe Trustee will mail (by first class mail) 
notice of any redemption to the respective Owners of any Series 2018A Bonds designated for redemption 
at their respective addresses appearing on the Registration Books, at least 30 but not more than 60 days 
prior to the date fixed for redemption. Such notice shall state the date of the notice, the redemption date, 
fhe redemption place and the Redemption Price and shall designate the CUSIP numbers, if any, the Series 
2018A Bond numbers and the maturity or maturities of fhe Series 2018A Bonds to be redeemed (except 
in fhe event of redemption of all of the Series 2018A Bonds of such maturity or maturities in whole), and 
shall require that such Series 2018A Bonds be then surrendered at fhe Office of fhe Trustee for 
redemption at fhe Redemption Price, giving notice also that further interest on such Series 2018A Bonds 
will not accrue from and after fhe date fixed for redemption. Neither the failure to receive any notice so 
mailed, nor any defect in such notice, shall affect the validity of the proceedings for fhe redemption of the 
Series 2018A Bonds or fhe cessation of accrual of interest thereon from and after fhe date fixed for 
redemption. With respect to any notice of any optional redemption of Series 2018A Bonds, unless at the 
time such notice is given the Series 2018A Bonds to be redeemed shall be deemed to have been paid 
wifhin the meaning of the Indenture, such notice shall state that such redemption is conditional upon 
receipt by the Trustee, on or prior to the date fixed for such redemption, of moneys that, together with 
other available amounts held by the Trustee, are sufficient to pay the Redemption Price of, and accrued 
interest on, the Series 2018A Bonds to be redeemed, and that if such moneys shall not have been so 
received said notice shall be of no force and effect and the District shall not be required to redeem such 
Series 2018A Bonds. In the event a notice of redemption of Series 2018A Bonds contains such a 
condition and such moneys are not so received, the redemption of Series 2018A Bonds as described in fhe 
conditional notice of redemption shall not be made and the Trustee shall, within a reasonable time after 
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the date on which such redemption was to occur, give notice to the Persons and in the manner in which 
the notice of redemption was given, that such moneys were not so received and that there shall be no 
redemption of Series 2018A Bonds pursuant to such notice of redemption. 

Partial Redemption of Series 2018A Bonds. Upon surrender of any Series 2018A Bond 
redeemed in part only, the District will execute and the Trustee will authenticate and deliver to the Owner 
thereof a new Bond or Bonds representing the unpaid principal amount of the Series 2018A Bond 
surrendered. 

Effect of Notice of Redemption. Notice having been mailed as described under the caption "
Notice of Redemption," and moneys for the Redemption Price, and the interest to the applicable date 
fixed for redemption, having been set aside in the Redemption Fund, the Series 2018A Bonds shall 
become due and payable on said date, and, upon presentation and surrender thereof at the Office of the 
Trustee, said Bonds shall be paid at the Redemption Price thereof, together with interest accrued and 
unpaid to said date. 

If, on the date fixed for redemption, moneys for the Redemption Price of all the Series 2018A 
Bonds to be redeemed, together with interest to said date, shall be held by the Trustee so as to be available 
therefor on such date, and, if notice of redemption thereof shall have been mailed as aforesaid and not 
canceled, then, from and after said date, interest on said Series 2018A Bonds shall cease to accrue and 
become payable. All moneys held by or on behalf of the Trustee for the redemption of Series 2018A 
Bonds shall be held in trust for the account of the Owners of the Series 2018A Bonds so to be redeemed 
without liability to such Owners for interest thereon. 

All Series 2018A Bonds paid at maturity or redeemed prior to maturity pursuant to the provisions 
hereof shall be canceled upon surrender thereof and destroyed. 

Purchase In Lieu of Redemption. In lieu of an optional, mandatory, or mandatory sinking fund 
redemption, the District may elect to purchase Series 2018A Bonds at public or private sale at such prices 
as the District in its discretion may determine; provided, that, unless otherwise authorized by law, the 
purchase price (including brokerage and other charges) thereof will not exceed the principal amount 
thereof, plus accrued interest accrued to the purchase date and any premium which would otherwise be 
due if such Series 2018A Bonds were to be redeemed in accordance with the Indenture. 

Discontinuation of Book Entry Only System 

Initially, The Depository Trust Company ("OTC") will act as secur11!es depository (the 
"Depository") for the Series 2018A Bonds. See Appendix G - "OTC and the Book Entry System." In the 
event (i) OTC, including any successor as securities depository for the Series 2018A Bonds, determines 
not to continue to act as securities depository for the Series 2018A Bonds, or (ii) the District determines 
that the incumbent securities depository shall no longer so act as securities depository for the Series 
2018A Bonds, and delivers a written certificate to the Trustee to that effect, then the District will 
discontinue the book-entry system with the incumbent securities depository for the Series 2018A Bonds. 
If the District determines to replace the incumbent securities depository for the Series 2018A Bonds with 
another qualified securities depository, the District shall prepare or direct the preparation of a new single, 
separate, fully registered series 2018A Bond for the aggregate outstanding principal amount of Series 
2018A Bonds of each maturity, registered in the name of such successor or substitute qualified securities 
depository, or its nominee, or make such other arrangement acceptable to the District, the Trustee and the 
successor securities depository for the Series 2018A Bonds as are not inconsistent with the terms of the 
Indenture. If the District fails to identify another qualified successor securities depository for the Series 
2018A Bonds to replace the incumbent securities depository, then the Series 2018A Bonds shall no longer 
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be restricted to being registered in the Registration Books in the name of fhe incumbent secuntles 
depository or its nominee, but shall be registered in whatever name or names the incumbent securities 
depository for the Series 2018A Bonds, or its nominee, shall designate. In such event the District shall 
execute, and deliver to the Trustee, a sufficient quantity of the Series 2018A Bonds to carry out the 
transfers and exchanges provided for in the Indenture. All such the Series 2018A Bonds shall be in fully 
registered form in denominations authorized by the Indenture. 

SECURITY FOR THE SERIES 2018A BONDS 

Subject only to the provisions of the Indenture permitting the application thereof for fhe purposes 
and on the terms and conditions set forfh in the Indenture, the District pledges under the Indenture all of 
the Net Special Tax Revenues and any ofher amounts (including proceeds of the sale of the Series 2018A 
Bonds) held in the Special Tax Fund, the Bond Fund, fhe Redemption Fund, and the Reserve Fund to 
secure the payment of the principal of, premium, if any, and interest on the Series 2018A Bonds in 
accordance with their terms, the provisions of the Indenture and the Act. Said pledge shall constitute a 
first lien on such assets. See Appendix A - "Summary of Certain Provisions of the Indenture" for a 
description of the Special Tax Fund and the Bond Fund. 

Limited Liability 

The Series 2018A Bonds are special obligations of the District, payable solely from Net 
Special Tax Revenues and the other assets pledged therefor under the Indenture. Neither the faith 
and credit nor the taxing power of the District (except to the limited extent set forth in the 
Indenture), the County, or the State of California, or any political subdivision thereof, is pledged to 
the payment of the Series 2018A Bonds. 

Pledge of Net Special Tax Revenues 

In accordance with provisions of the Act, fhe qualified electors wifhin Improvement Area No. I 
voted to approve, among other things, bonded indebtedness in an amount not to exceed $32,000,000 to 
finance the Facilities, and fhe levy of the Special Taxes. The Board of Supervisors approved the levy of 
the Special Taxes as provided in the Rate and Method to pay the principal and interest on the Bonds, to 
pay a portion of the administrative expenses of the District, and to replenish the Reserve Fund to the 
Reserve Requirement. The Special Tax Revenues will be transferred by the District to the Trustee for 
deposit by the Trustee in the Special Tax Fund established under the Indenture as soon as practicable after 
they have been received by the District, except for Special Tax A prepayments and payments of the One
Time Special Tax, which amounts will be deposited into the Redemption Fund. See Appendix A -
"Summary of Certain Provisions of the Indenture." 

The Indenture defines the "Special Taxes" as Special Tax A and the One-Time Special Tax levied 
within Improvement Area No. I pursuant to fhe Act, the Rate and Method, fhe Ordinance and the 
Indenture, where Special Tax A and the One-Time Special Tax are the taxes defined as such in the Rate 
and Method. The Indenture defines the "Special Tax Revenues" as fhe proceeds of the Special Taxes 
received by or on behalf of the District, including any prepayments thereof, interest and penalties thereon 
and proceeds of the redemption or sale of property sold as a result of foreclosure of fhe lien of the Special 
Taxes, which shall be limited to the amount of said lien and interest and penalties thereon. The Indenture 
defines the "Net Special Tax Revenues" as fhe Special Tax Revenues, less amounts required to pay 
Priority Administrative Expenses. "Priority Administrative Expenses" are defined as a portion of the 
specified annual actual or reasonably estimated costs directly related to the administration of 
Improvement Area No. I equal to $42,000 for Fiscal Year 2018-19, and escalating 2% per Fiscal Year 
thereafter. See Appendix A- "Summary of Certain Provisions of the Indenture." 
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Special Tax A is levied in each Fiscal Year on each Assessor's Parcel of Taxable Property within 
Improvement Area No. I to fund the Special Tax Requirement for Facilities (as such terms are defined in 
the Rate and Method). Special Tax A constitutes the principal source of payment for the Series 2018A 
Bonds. 

In addition to Special Tax A, the Rate and Method provides for fhe levy and collection of a One
Time Special Tax under specified circumstances. The One-Time Special Tax will be levied only if and to 
fhe extent required in order to assure the District's ability to collect fhe Maximum Special Tax A (as 
defined in the Rate and Method) in an amount at least equal to 110% of the debt service on fhe 
Outstanding Bonds, plus Administrative Expenses. The Series 2018A Bonds are being issued in a 
principal amount such that fhe Maximum Special Tax A that can be levied on parcels with a building 
permit plus the Maximum Special Tax A that can be levied on Final Mapped Property is at least equal to 
fhe sum of Priority Administrative Expenses and 110% of debt service on fhe Series 2018A Bonds. The 
Indenture provides that Additional Bonds may be issued only if, among other fhings, for each Fiscal Year 
fhat Bonds will be Outstanding, the Maximum Special Tax A that may be levied in such Fiscal Year on 
parcels of Developed Property and Final Mapped Property that have been issued a building permit 
(treating such Final Mapped Property that has been issued a building permit as if it were Developed 
Property for purposes of calculating the Maximum Special Tax A fhat may be levied in such Fiscal Year), 
less the Priority Administrative Expenses for such Fiscal Year, is not less than fhe sum of (A) 110% of 
fhe Annual Debt Service for the Bond Year that begins in such Fiscal Year on all Bonds fhat will be 
Outstanding after fhe issuance of such Additional Bonds, plus (B) any other payments included in the 
Special Tax Requirement for Facilities. Thus, fhe Developer does not expect fhat fhe One-Time Special 
Tax will be levied. See "Security for the Series 2018A Bonds - Additional Bonds" and "The District and 
Improvement Area No. I - Rate and Method of Apportionment of Special Taxes - Estimated Debt 
Service Coverage." 

Proceeds of any levy of the One-Time Special Tax (were it to be levied) would be used to redeem 
Bonds in an amount sufficient to provide for a debt service coverage ratio of at least 110%. Failure of 
property owners to pay the One-Time Special Tax could result in a debt service coverage ratio below 
110%. See "The Bonds - Redemption - Mandatory Redemption from Special Tax A Prepayments and 
One-Time Special Tax Payments," and "Special Risk Factors - Collection of One-Time Special Tax." 

The Series 2018A Bonds are being issued in a principal amount such that fhe Net Special Tax 
Revenues that are expected to be generated from the levy of Special Tax A solely on parcels for which a 
building permit had already been issued as of the Valuation Date will equal at least 100% of the 
scheduled Annual Debt Service Payments on the Series 2018A Bonds, assuming fhat there are no 
delinquencies in the payment of Special Taxes. See "The District and Improvement Area No. I - Rate 
and Mefhod of Apportionment of Special Tax - Estimated Debt Service Coverage." 

Collection of Special Tax Revenues 

Pursuant to the Indenture, the District is to comply with all requirements of the Act so as to assure 
fhe timely collection of Special Tax Revenues, including the enforcement of delinquent Special Taxes. 

Prior to August I of each year, the District will ascertain from the County Assessor the relevant 
parcels on which the Special Taxes are to be levied, taking into account any parcel splits during fhe 
preceding and then current year. The District will effect the levy of the Special Taxes each Fiscal Year in 
accordance with the Ordinance by each August 10 fhat the Series 2018A Bonds are Outstanding, or 
otherwise such that the computation of the levy is complete before the final date on which the Auditor 
will accept the transmission of the Special Tax amounts for the parcels within Improvement Area No. I 
for inclusion on the next real property tax roll. 
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The District shall fix and levy the amount of Special Taxes within Improvement Area No. I in 
accordance with the Rate and Method and. subject to the limitations in the Rate and Method as to the 
maximum Special Tax that may be levied. in an amount sufficient to yield the amount required for the 
payment of principal of and interest on any Series 2018A Bonds becoming due and payable during the 
Bond Year commencing in such Fiscal Year. the amount required for any necessary replenishment of the 
Reserve Fund and the amount estimated to be sufficient to pay the Administrative Expenses during such 
year. taking into account the balances in the funds and accounts established under the Indenture. 

The Special Taxes shall be payable and be collected in the same manner and at the same time and 
in the same instalhnents as the general taxes on real property are payable. and have the same priority. 
become delinquent at the same time and in the same proportionate amounts and bear the same 
proportionate penalties and interest after delinquency as do the ad valorem taxes on real property. 

Although the Special Tax will constitute a lien on property subject to taxation within the District. 
it does not constitute a personal indebtedness of the owner of such property. There is no assurance that the 
landowners and homeowners will be financially able to pay the annual Special Tax or that they will pay 
such tax even if financially able to do so. The risk of the Developer. or subsequent landowners or 
homeowners. not paying the annual Special Tax is more fully described in "SPECIAL RISK FACTORS -
Insufficiency of Special Tax Revenues." 

Flow of Funds 

As soon as practicable after the receipt by the District of any Special Tax Revenues. but in any 
event no later than the date ten Business Days prior to the Interest Payment Date after such receipt. the 
District will transfer such Special Tax Revenues to the Trustee for deposit in the Special Tax Fund; 
provided. that for any prepayments of Special Tax A and payment of the One-Time Special Tax under the 
Rate and Method. any portion of any such prepayment or payment that is to be applied to the payment of 
the Redemption Price of Bonds in accordance with the provisions of the Indenture will be deposited in the 
Redemption Fund. 

Upon receipt of a Written Request of the District. the Trustee will withdraw from the Special Tax 
Fund and transfer to the Administrative Expense Fund the Priority Administrative Expenses specified in 
such Written Request of the District. 

On the Business Day immediately preceding each Interest Payment Date. after having made any 
requested transfer of the Priority Administrative Expenses to the Administrative Expense Fund. the 
Trustee will withdraw from the Special Tax Fund Net Special Tax Revenues in an amount sufficient to 
enable the Trustee to make the following transfers in the following order of priority: 

(i) Interest Account of the Bond Fund. To the Interest Account. the amount. if any. necessary 
to cause the amount on deposit in the Interest Account to be equal to the interest due on the Bonds on 
such Interest Payment Date; 

(ii) Principal Account of the Bond Fund. To the Principal Account. the amount. if any. 
necessary to cause the amount on deposit in the Principal Account to be equal to the principal. if any. due 
on the Bonds on such Interest Payment Date. including principal due and payable by reason of mandatory 
sinking fund redemption of such Bonds; and 

(iii) Reserve Fund. To the Reserve Fund. the amount. if any. necessary to cause the amount 
on deposit in the Reserve Fund to be equal to the Reserve Requirement. 
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On or after each September 2, after having made the transfers described in paragraphs (i)-(iii) 
above, the Trustee shall withdraw from the Special Tax Fund any Net Special Tax Revenues therein as of 
such September 2 to make the following transfers in the following order of priority: 

(i) Administrative Expense Fund. To the Administrative Expense Fund, if upon receipt of a 
Written Request of the District for an amount greater fhan the Priority Administrative Expenses, fhe 
amount necessary to be transferred thereto in order to have sufficient amounts available therein to pay 
Administrative Expenses; and 

(ii) Surplus Fund. To the Surplus Fund. 

Amounts in the Surplus Fund may be transferred by the Trustee pursuant to a written request of 
fhe District to the Redemption Fund to redeem Bonds or to the District to be applied to the payment of 
costs of Facilities authorized to be financed by the District pursuant to fhe Resolution of Formation. 

Appraised Value 

The District has been furnished with the Appraisal prepared by the Appraiser dated October 30, 
2017, and the Appraisal Supplement dated December 8, 2017. The Appraisal summarizes the Appraiser's 
conclusion that the Market Value, as defined therein, of the property within Improvement Area No. I that 
is subject to the levy of the Special Tax, as of the Valuation Date, was $150,908,682. Of fhat amount, 
$70,382,200 was attributable to land owned by the Developer, and $80,526,482 was attributable to 
individually owned homes. See Appendix C - "Appraisal Report." The valuation in fhe Appraisal is based 
primarily on a sales comparison methodology and a discounted cash flow analysis. 

The Appraiser's estimate of the Market Value of the property in Improvement Area No. I on 
which the Special Tax is levied as reflected in the Appraisal is approximately 9.61 times the initial 
principal amount of the Series 2018A Bonds. Property in Improvement Area No. I is also subject to 
certain overlapping indebtedness. See "Special Risk Factors - Direct and Overlapping Indebtedness." 

The Appraisal is subject to certain contingencies and limiting conditions which are set forth in 
detail in the Appraisal in Appendix C and which should be reviewed carefully. In preparing the Appraisal, 
fhe Appraiser took into account certain matters set forfh in a Market Absorption Study, dated June 15, 
2017 (fhe "Market Absorption Study"), prepared by Empire Economics, Inc. for the District. The Market 
Absorption Study estimated that 186 homes would have closed escrow by the end of 2017, an additional 
88 homes will close escrow in 2018, 60 homes will close escrow in 2019, 52 homes will close escrow in 
2020, 45 homes will close escrow in 2021, and the final 11 homes will close escrow in 2022. As of 
December 8, 2017, fhe actual number of escrow closings was 184 ( excluding the two parcels for which 
fhe Special Tax has been prepaid). The District makes no representation or warranty as to the accuracy or 
completeness of the Appraisal or fhe Market Absorption Study. A complete copy of the Market 
Absorption Study is included as Appendix D hereto. 

Set forth below are four tables that show the expected ratio of fhe value of taxable parcels to the 
allocable portion of bonded indebtedness (referred to as "lien" in the tables) of fhe Taxable Property in 
Improvement Area No. I, based on the respective values of the parcels of Taxable Property reflected in 
fhe Appraisal, the percentage of the Fiscal Year 2018-19 Special Tax A levy on those parcels, the initial 
principal amount of the Series 2018A Bonds and fhe development status of fhe respective parcels as of the 
Valuation Date (parcels for which a building permit has been issued as of May I of the Fiscal Year 
preceding the Fiscal Year for which the Special Taxes are being levied become "Developed Property" 
under the Rate and Method, see "The District and Improvement Area No. I - Rate and Method of 
Apportionment of Special Tax"). Table I below sets forfh value-to-lien ratios based on the classification 
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of the Taxable Property in Improvement Area No. I under the Rate and Mefhod. Table 2 sets forth value
to-lien ratios by ownership status as of December I. 2017. Table 3 sets forth value-to-lien ratios for each 
of the eight types of production homes. plus the Commercial Site. to be constructed in Improvement Area 
No. I. Table 4 sets forth fhe stratification of the value-to-lien ratios for all of the Taxable Property in 
Improvement Area No. I. 

Table 1 
Community Facilities District No. 2008-01 (Harmony Grove Village) 
County of San Diego, State of California (Improvement Area No. 1) 

Value-to-Lien By Development Status as of September 10, 2017 

Appraised FY 2018-19 Principal of fhe 
Parcel Property Special Tax A Series 2018A 

Development Status Count Value(!) Levy(2l Bondi31 

Developed Property 254 $110,833,678 $746,209 $15,710,000 
Final Mapped Property(4

l 155 40 075 004 0 0 
Totals 409 $150,908,682 $746,209 $15,710,000 

(ll Based on the Appraisal with a date of value of September 10, 2017. 

Value-to-
Lien Ratio 

7.05:1 
NIA 

9.61:1 

(
2
l Represents Special Tax A to be levied on parcels that will be Developed Property for Fiscal Year 

2018-19, assuming no furfher development beyond September I 0, 2017. 
(
3
l Pro-rata allocation based on percentage of hypothetical Fiscal Year 2018-19 Special Tax A levy. 

(
4

l Final Mapped Property includes five parcels comprised of 8 residential units each. Improvement Area 
No. I is anticipated to consist of 442 residential units and two non-residential lots ( excluding two 
residential parcels whose Special Taxes have been prepaid). 

Source: Willdan Financial Services. 

Table 2 
Community Facilities District No. 2008-01 (Harmony Grove Village) 
County of San Diego, State of California (Improvement Area No. 1) 

Value-to-Lien by Ownership Status 

Principal of 
Appraised FY 2018-19 the Series 

Ownership Parcel Property Special Tax 2018A 
Status Count Value(!) ALevy(2l Bondi31 

Individuals 178 $ 80,526,482 $514,642 $10,834,803 
Developer(4l 231 70 382 200 231 567 4 875 197 

Totals 409 $150,908,682 $746,209 $15,710,000 

(ll Based on the Appraisal Supplement with a date of value of December I, 2017. 

Value-
to-

Lien 
Ratio 
7.43: I 
14.44:1 
9.61:1 

(
2
l Represents Special Tax A to be levied on parcels that will be Developed Property for Fiscal Year 

2018-19, assuming no furfher building permit issuance beyond September 10, 2017. 
(
3
l Pro-rata allocation based on percentage of hypothetical Fiscal Year 2018-19 Special Tax A levy. 

(
4

l Developer-owned property includes five parcels comprised of 8 residential units each. 
Improvement Area No. I is anticipated to consist of 442 residential units and two non-residential 
lots (excluding two residential parcels whose Special Taxes have been prepaid). 

Source: Willdan Financial Services. 
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Table 3 
Community Facilities District No. 2008-01 (Harmony Grove Village) 
County of San Diego, State of California (Improvement Area No. 1) 

Value-to-Lien by Production Type of Home 

Percentage 
Approv- Develop- Expect- Aggregate FY 2018- of FY Principal of 

00 ed ed Resi- Appraised Maximum 19 Special 2018-19 the Series Value-
Production Type Parcel Parcel dential Property Special Tax T~A Special Tax A 2018A to-Lien 

of Homes Count Count Units Value(J) A(Z) Levy(l) Levy(l) Bonds(4l Ratio 

Canteridge 69 69 69 $33,798,834 $191,039 $191,039 25.60% $4,021,949 8.40, 1 
Seabreeze 109 79 109 42,362,491 255,088 255,088 34.18 5,370,390 7.88,1 
Lusitano 97 97 97 37,312,174 264,190 264,190 35.40 5,562,003 6.70,1 
Andalucia 49 3 49 12,081,149 12,647 12,647 1.69 266,267 45.37,1 
Martingale 27 2 27 4,666,525 6,079 6,079 0.81 127,979 36.46,1 
Whittingham 27 4 27 8,622,926 17,167 17,167 2.30 361,413 23.85,1 
Hillside 
Compound 24 0 24 4,148,022 0 0 0 0 
Village Court(S) 5 0 40 6,612,789 0 0 0 0 
Commercial 2 0 NIA 1,303,771 0 0 0 0 

Totals 409 254 442 $150,908,682 $746,209 $746,209 100.00% $15,710,000 9.6U 

(tl Based on the Appraisal with a date of value of September 10, 2017. 
(
2

l Represents the Maximum Special Tax A, assuming no levy of the One-Time Special Tax for Fiscal Year 2018-19. Increases by 2% per year 
beginning July 1, 2019. 

(JJ Represents Special Tax A to be levied on parcels that will be Developed Property for Fiscal Year 2018-19, assuming no additional building 
permits issued after September 10, 2017. 

(
4

l Pro-rata allocation based on percentage of hypothetical Fiscal Year 2018-19 Special Tax A levy. Data may not add due to independent 
rounding. 

(
5

l Consists of 40 units on five parcels. 
Source: Willdan Financial Services. 

Table 4 
Community Facilities District No. 2008-01 (Harmony Grove Village) 
County of San Diego, State of California (Improvement Area No. 1) 

Value-to-Lien Stratification Based Upon Development Status as of September 10, 2017 

FY 2018- FY 2018- Percentage Principal of 
19 Number Appraised 19 Special of FY 2018- the Series 

Value-to-Lien of Parcels Property Tax A 19 Special 2018A Value-to-
Category Taxect0 l Value(2l Lev/11 Tax A Levy Bonds(3l Lien Ratio 

Less than 5.00: 1 68 $ 12,924,996 $201,453 27.00% $4,241,195 3.04:1 
5.00:1 to 6.99:1 18 8,572,907 61,028 8.18 1,284,830 6.67:1 
7.00:1 to 8.99:1 100 53,647,764 302,607 40.55 6,370,808 8.42: 1 
9.00:1 to 10.99:1 68 35,688,011 181,122 24.27 3,813,166 9.35: 1 
11.00:1 to 12.99:1 0 0 0 0.00 0 
Greater than 12.99: 1 0 0 0 0.00 0 
Undeveloped 0 0 0 0.00 0 

Total 254 $110,833,678 $746,209 100.00% $15,710,000 7.05:1 

Ol Assumes development status as of September 10, 2107 with no additional building permits issued after 
September 10, 2017. 

t2l Based on the Appraisal with a date of value of September 10, 2017. 
t3l Pro-rata allocation based on percentage of hypothetical Fiscal Year 2018-19 Special Tax A levy. Data may not 

add due to independent rounding. 
Source: Willdan Financial Services. 
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Covenant for Superior Court Foreclosure 

Pursuant to Section 53356.1 of the Act. the District covenants in the Indenture that it will 
determine or cause to be determined. on or about October I of each year. whether or not any owners of 
property within Improvement Area No. I are delinquent in the payment of Special Taxes and. if such 
delinquencies exist. the District will send or cause to be sent a notice of delinquency and demand for 
payment thereof to the property owner wifhin 45 days of such determination and if such delinquency 
remains uncured. order and cause to be commenced within 90 days of such determination of delinquency. 
and thereafter diligently prosecute. an action in the superior court to foreclose the lien of any Special 
Taxes or instalhuent thereof not paid when due. 

The District is not required to order the commencement of foreclosure proceedings as described 
in the preceding paragraph. if (i) fhe total Special Tax delinquency in Improvement Area No. I for such 
Fiscal Year is less than 5% of the total Special Tax levied in such Fiscal Year. and (ii) no draw has been 
made on the Reserve Fund that has not been replenished. However. if the District determines fhat any 
single property owner in Improvement Area No. I is delinquent in excess of $10.000 in the payment of 
fhe Special Tax. then fhe District is required to diligently institute. prosecute and pursue foreclosure 
proceedings against such property owner. 

No assurances can be given that fhe real property subject to a judicial foreclosure sale will be sold 
or. if sold. fhat the proceeds of sale will be sufficient to pay any delinquent Special Tax installment. 
Subject to the maximum rates. the Rate and Method is designed to generate from all Taxable Property 
within Improvement Area No. I an annual amount sufficient to pay the current year's debt service and 
Administrative Expenses. However, if foreclosure proceedings are necessary, and the Reserve Fund has 
been depleted, there could be a delay in payments to owners of the Series 2018A Bonds pending 
prosecution of the foreclosure proceedings and receipt by the District of the proceeds of the foreclosure 
sale. 

The ability of fhe District to foreclose fhe lien of delinquent unpaid Special Taxes may be limited 
in certain instances and may require prior consent of the obligee in the event the property is owned by or 
in receivership of a federal government entity. See "Special Risk Factors - Bankruptcy and Foreclosure 
Delays" and"- Property Interests of Government Agencies; Federal Deposit Insurance Corporation." 

No assurances can be given that a judicial foreclosure action, once commenced, will be 
completed or that it will be completed in a timely manner. If a judgment of foreclosure and order of sale 
is obtained, the judgment creditor (the District) must cause a Notice of Levy to be issued. Under current 
law, a judgment debtor (property owner) has 120 days from the date of service of the Notice of Levy in 
which to redeem the property to be sold, which period may be shortened to 20 days for parcels other than 
fhose on which a dwelling unit for not more than four persons is located. If a judgment debtor fails to 
redeem and the property is sold, his only remedy is an action to set aside the sale, which must be brought 
within 90 days of the date of sale. If, as a result of such an action, a foreclosure sale is set aside, the 
judgment is revived and the judgment creditor is entitled to interest on the revived judgment as if the sale 
had not been made (Section 701.680 of the California Code of Civil Procedure). The constitutionality of 
the aforementioned legislation, which repeals the former one-year redemption period, has not been tested; 
and fhere can be no assurance fhat, if tested, such legislation will be upheld. 

Section 53356.6 of fhe Act requires that property sold pursuant to foreclosure under the Act be 
sold for not less than the amount of judgment in the foreclosure action, plus post-judgment interest and 
authorized costs, unless fhe consent of the owners of 75% of the outstanding Bonds is obtained. However, 
under Section 53356.5 of the Act, the District, as judgment creditor, is entitled to purchase any property 
sold at foreclosure using a "credit bid," where fhe District could submit a bid crediting all or part of the 
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amount required to satisfy the judgment for the delinquent amount of the Special Tax. If the District 
becomes the purchaser under a credit bid. the District must pay fhe amount of its credit bid into fhe 
Redemption Fund under the Indenture. but fhis payment may be made up to 24 months after the date of 
fhe foreclosure sale. Neither fhe Act nor fhe Indenture requires fhe District to purchase or otherwise 
acquire any lot or parcel of property foreclosed upon if fhere is no other purchaser at such sale. and the 
District has no current intent to be such a purchaser. 

The District will levy Special Tax A to pay fhe current year's debt service and related 
Administrative Expenses and to replenish the Reserve Fund to the Reserve Requirement, subject to fhe 
Rate and Method. However, if superior court foreclosure proceedings are necessary to collect delinquent 
Special Taxes, and if the Reserve Fund is depleted, there could be a delay in payments of principal of and 
interest on the Series 2018A Bonds pending prosecution of the foreclosure proceedings and receipt by the 
District of fhe proceeds of the foreclosure sale. See "Special Risk Factors-Bankruptcy and Foreclosure 
Delays." 

No Teeter Plan 

Collection of fhe Special Taxes is not subject to the "Alternative Method of Distribution of Tax 
Levies and Collections and of Tax Sale Proceeds," as provided for in Section 4701 et seq. of fhe 
California Revenue and Taxation Code (known as the "Teeter Plan"). Accordingly, collections of Special 
Taxes will reflect actual delinquencies, if any. See "Special Risk Factors - Special Tax Delinquencies." 

Reserve Fund 

In order to furfher secure fhe payment of principal and interest on the Bonds, fhe District will 
initially deposit a portion of fhe Series 2018A Bonds proceeds into fhe Reserve Fund held by the Trustee 
in an amount equal to fhe initial Reserve Requirement. The Reserve Requirement is defined in the 
Indenture as an amount, as of any date of calculation, equal to the least of (a) 10% of fhe original 
aggregate principal amount of the Bonds ( excluding Bonds refunded with the proceeds of subsequently 
issued Bonds), (b) Maximum Annual Debt Service on the outstanding Bonds, (c) 125% of Average 
Annual Debt Service on the outstanding Bonds, and (d) $1,179,810.46 (such amount being equal to 125% 
of Average Annual Debt Service as of fhe Closing Date). See Appendix A - "Summary of Certain 
Provisions of the Indenture." 

The Indenture provides for amounts in fhe Reserve Fund to be transferred to the Bond Fund in 
such amounts as are needed, taking into account amounts available for such purpose in the Bond Fund, to 
pay the scheduled principal of and interest on the Bonds when due. Amounts in the Reserve Fund may 
also be used to redeem Bonds in connection with prepayments of Special Tax A or the payment of fhe 
One-Time Special Tax in accordance with the provisions of fhe Indenture. See Appendix A - "Summary 
of Certain Provisions of fhe Indenture." 

Additional Bonds 

The District is authorized to incur bonded indebtedness secured by Special Taxes levied in 
Improvement Area No. I in an amount not to exceed $32,000,000. The Series 2018A Bonds are being 
issued in a principal amount such that the Net Special Tax Revenues that are expected to be generated 
from the levy of Special Tax A solely on parcels for which a building permit had already been issued as 
of the Valuation Date will equal at least 100% of the scheduled Annual Debt Service on the Series 2018A 
Bonds, assuming that there are no delinquencies in the payment of Special Taxes. The District and fhe 
Developer anticipate fhat, as additional homes are completed by the Developer and sold to individual 
homeowners, subject to the conditions precedent set forfh in the Indenture, the Developer will be 
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reimbursed for the cost of additional Facilities that are expected to be financed with additional Bonds to 
the extent authorized. 

The Indenture provides that. so long as any of the Series 2018A Bonds remain Outstanding. the 
District will not issue any Additional Bonds or obligations payable from Net Special Tax Revenues on a 
parity with the Series 2018A Bonds. except as described below. The Indenture further provides that. so 
long as any of the Series 2018A Bonds remain Outstanding. the District shall not issue any obligations 
payable from Net Special Tax Revenues on a basis senior to the Series 2018A Bonds. 

The District may at any time issue one or more Series of Additional Bonds (in addition to the 
Series 2018A Bonds) payable from Net Special Tax Revenues on a parity with all other Bonds theretofore 
issued under the Indenture. but only subject to the following conditions. which are made conditions 
precedent to the issuance of such Additional Bonds: 

(a) upon the issuance of such Additional Bonds. no Event of Default shall have occurred and 
be continuing under the Indenture; 

(b) the issuance of such Additional Bonds shall have been authorized under and pursuant to 
the Indenture and the Act and shall have been provided for by a Supplemental Indenture which must 
specify certain matters required by the Indenture. including the purposes for which the proceeds of such 
Additional Bonds are to be applied. which purposes may only include one or more of (A) providing funds 
to pay costs of the Facilities. (B) providing funds to refund any Bonds previously issued under the 
Indenture. (C) providing funds to pay Costs of Issuance incurred in connection with the issuance of such 
Additional Bonds. (D) providing funds to capitalize interest on such Additional Bonds. and (E) providing 
funds to make any deposit to the Reserve Fund required pursuant to such Supplemental Indenture; and 

(c) The District shall have received a certificate from the CFO Administrator and/or an 
Independent Consultant which. taken together. certify that: 

(i) for each Fiscal Year that Bonds will be Outstanding. the Maximum Special Tax 
A that may be levied in such Fiscal Year on parcels of Developed Property and Final Mapped Property 
that have been issued a building permit (treating such Final Mapped Property that has been issued a 
building permit as if it were Developed Property for purposes of calculating the Maximum Special Tax A 
that may be levied in such Fiscal Year for purposes of this paragraph (i)). less the Priority Administrative 
Expenses for such Fiscal Year. is not less than the sum of (A) 110% of the Annual Debt Service for the 
Bond Year that begins in such Fiscal Year on all Bonds that will be Outstanding after the issuance of such 
Additional Bonds. plus (B) any other payments included in the Special Tax Requirement for Facilities; 
and 

(ii) the sum of (A) the aggregate Appraised Value of all Developed Property and 
Final Mapped Property that has been issued a building permit for which a Qualified Appraisal Report has 
been provided. as such Appraised Value is shown in such Qualified Appraisal Report. plus (B) the 
aggregate Assessed Value of all Developed Property and Final Mapped Property that has been issued a 
building permit for which a Qualified Appraisal Report has not been provided. is not less than five (5) 
times the aggregate principal amount of all Bonds that will be Outstanding after the issuance of such 
Additional Bonds. 

Notwithstanding the foregoing. if (i) such Additional Bonds are being issued to refund previously 
issued Bonds. and (ii) Annual Debt Service in each Bond Year. calculated for all Bonds that will be 
Outstanding after the issuance of such Additional Bonds. will be less than or equal to Annual Debt 
Service in such Bond Year. calculated for all Bonds which are Outstanding immediately prior to the 
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issuance of such Additional Bonds, the receipt of the certificate described in paragraph (c), above, shall 
not be a condition precedent to the issuance of such Additional Bonds. 

Overlapping CFDs 

The Act permits the creation of separate community facilities districts established by the County 
or another local agency fhat include all or a portion of the Taxable Property in Improvement Area No. I 
and fhat levy special taxes pursuant to their own rate and method of apportionment on such property 
(each, an "Overlapping CFO.") The special taxes levied in such Overlapping CFDs will have the same 
lien priority as the Special Taxes. The Indenture does not prohibit or limit in any way the issuance by fhe 
Overlapping CFDs of bonds payable at least partially from special taxes to be levied on parcels of 
Taxable Property, on a parity with the Bonds. In the event that special taxes collected from property fhat 
is in both Improvement Area No. I and the Overlapping CFDs are less than the amounts levied on such 
property by the District and the Overlapping CFDs, fhe actual amount of special taxes collected shall be 
distributed pro rata to fhe District and the Overlapping CFDs based on the amounts levied by each of the 
District and fhe Overlapping CFDs on such property. In the event amounts collected in foreclosure 
proceedings from property that is in both the District and fhe Overlapping CFDs are less fhan the amounts 
due from such property to both the District and the Overlapping CFDs, fhen the actual amounts collected 
from such property in foreclosure proceedings shall be distributed pro rata to the District and the 
Overlapping CFDs based on the amounts due from such property to each of the District and fhe 
Overlapping CFDs. 

THE DISTRICT AND IMPROVEMENT AREA NO. 1 

Location and Description 

General. The District encompasses approximately 418 acres, and is located in an unincorporated 
portion of San Diego County located north of the intersection of Country Club Drive and Harmony Grove 
Road, west-southwest of the City of Escondido, south of State Route 78 and west of U.S. Interstate 
15. The land in fhe District is coterminous with the boundaries of the Development, except for an 
approximately 37-acre portion of fhe Development lying outside of the District that is planned for 
equestrian use, and approximately 13 acres of parks and open space. The land in the District is entitled to 
include a total of 736 single family residences in ten separate neighborhood developments, the 
Commercial Site, as well as a fire station, a church, and a wastewater treatment plant. Final maps 
authorizing the subdivision of the Development were recorded in January, 2013. 

The District is divided into two improvement areas. Improvement Area No. I comprises an 
approximately 234-acre portion of the Development. A total of 444 single-family detached residential 
dwelling units and the Commercial Site are planned to be developed in Improvement Area No. I. Special 
Tax A has been prepaid on two of fhe residential parcels in Improvement Area No. I. Accordingly, a 
maximum of 442 residential units at buildout will be subject to the Special Tax levy. The fire station, fhe 
church, and fhe wastewater treatment plant, also located or to be located in Improvement Area No. I, are 
not subject to the Special Tax levy. Improvement Area No. 2 comprises an approximately 181-acre 
portion of the Development and is planned to be developed with 292 single-family detached residential 
units. A portion of the lots in Improvement Area No. 2 are in an active sales program and as of 
December I, 2017, 35 completed residential units in Improvement Area No. 2 had been conveyed to 
individual homeowners. 

Principal of and interest on the Bonds are payable solely from Net Special Tax Revenues 
derived from property within Improvement Area No. 1. Special taxes levied within Improvement 
Area No. 2 do not secure the Bonds. 

The following page contains an aerial photo of the area included within the boundaries of the 
District. 
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Rate and Method of Apportionment of Special Tax 

General. The amount of Special Tax A that the District may levy in any year is strictly limited by 
the maximum rates set forth in the Rate and Method. Special Taxes will be levied on each parcel in 
Improvement Area No. I subject to such Special Taxes as set forth in the Rate and Method. Special Taxes 
include Special Tax A. levied annually. and the One-Time Special Tax. levied only under specified 
circumstances set forth in the Rate and Method. See "-One-Time Special Tax" below. and Appendix E-
2. "Restatement of Section D of Rate And Method of Apportionment for County of San Diego 
Community Facilities District No. 2008-01 Improvement Area No. I (Harmony Grove Village)." 

Maximum Special Tax A. Maximum Special Tax A rates that may be levied in any Fiscal Year 
were established for Improvement Area No. I as set forth in the Rate and Method. Maximum Special Tax 
A rates for Single Family Residential Property that is classified as Developed Property for Fiscal Year 
2017-18 vary from $2.365.09 per year for properties with homes with residential floor areas less than 
1.650 square feet. to $5.761.54 per year for properties with homes with residential floor areas equal to or 
greater than 4.250 square feet. The Rate and Method specifies an annual Maximum Special Tax A rate for 
Fiscal Year 2017-18 for Non-Residential Property of $0.25 per square foot of Non-Residential Floor 
Area. The Maximum Special Tax A rate for Final Mapped Property under the Rate and Method for Fiscal 
Year 2017-18 is $31.226.57 per acre per year. 

As permitted under the Rate and Method. certain of the Maximum Special Tax A rates have been 
revised downward pursuant to the Reduction Certificate executed in connection with the adoption of the 
Resolution of Issuance and recorded in the office of the San Diego County Recorder. effective as of Fiscal 
Year 2018-19. The Maximum Special Tax A Rates were reduced to the amount necessary to satisfy the 
County's policy objective with respect to the maximum overlapping debt burden level for a community 
facilities district or improvement area thereof. See Table I of the Rate and Method set forth in Appendix 
E-3, "Certificate To Amend Special Tax A." See also Table 7 in "The District and Improvement Area No. 
I - Rate and Method of Apportionment of Special Tax - Estimated Sample Tax Bills." 

Limitation on Increase of Special Tax A Rates. The Rate and Method provides that the 
respective Maximum Special Tax A rates shall increase each Fiscal Year by two percent (2%) of the 
respective Maximum Special Tax A rates in effect for the prior Fiscal Year. The Rate and Method also 
provides that under no circumstances will the Special Tax A levy in any Fiscal Year against residential 
property for which a certificate of occupancy has been issued be increased as a consequence of 
delinquency or default by the owners of any other parcels in Improvement Area No. I by more than ten 
percent (10%) above the amount that would have been levied in that Fiscal Year had there never been any 
such delinquencies or defaults. Such limitation does not apply to increases in Special Tax A levied for 
other purposes, such as the issuance of Additional Bonds or to pay directly for the acquisition or 
construction of Facilities as authorized by the Rate and Method. 

Method of Apportionment of Special Tax A. The Rate and Method provides that the levy of 
Special Tax A each Fiscal Year is to be apportioned among parcels in Improvement Area No. I according 
to the following procedure (capitalized terms used and not defined in this subsection have the meanings 
given to them in the Rate and Method): 

Commencing with Fiscal Year 2008-2009 and for each following Fiscal Year, the Board of 
Supervisors or its designee shall determine the Special Tax Requirement for Facilities and levy Special 
Tax A until the amount of the Special Tax A levy equals the Special Tax Requirement for Facilities. 
Special Tax A shall be levied each Fiscal Year as follows: 
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First: Special Tax A shall be levied on each Assessor's Parcel of Developed Property in an 
amount equal to 100% of the applicable Maximum Special Tax A; 

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

Third: If additional monies are needed to satisfy the Special Tax Requirement for Facilities after 
the first two steps have been completed, Special Tax A shall be levied Proportionately on each Assessor's 
Parcel of Undeveloped Property at up to 100% of the Intermediate Maximum Special Tax A for 
Undeveloped Property; 

Fourth: If additional monies are needed to satisfy the Special Tax Requirement for Facilities after 
the first fhree steps have been completed, then the levy of Special Tax A on each Assessor's Parcel of 
Final Mapped Property and Undeveloped Property shall be increased in equal percentages from the 
Intermediate Maximum Special Tax A up to 100% of the Maximum Special Tax A for Final Mapped 
Property and Undeveloped Property; 

Fifth: If additional monies are needed to satisfy the Special Tax Requirement for Facilities after 
the first four steps have been completed, then Special Tax A shall be levied Proportionately on each 
Assessor's Parcel of Taxable Public Property and Taxable Property Owner Association Property at up to 
100% of the Maximum Special Tax A for Taxable Public Property and Taxable Property Owner 
Association property. 

Notwithstanding the above, the Board of Supervisors or its designee may, in any Fiscal Year, levy 
Proportionately less than 100% of the Maximum Special Tax A in step one (above), when (i) the Board of 
Supervisors or its designee is no longer required to levy Special Tax A pursuant to steps two through five 
above in order to meet the Special Tax Requirement for Facilities; and (ii) all bonds authorized to be 
issued by the District and secured solely by the Special Tax levy on property within Improvement Area 
No. 1 under the Act have already been issued or the Board of Supervisors has covenanted that it will not 
issue any such additional bonds (except refunding bonds) to be supported by Special Tax A. 

Further notwithstanding the above, under no circumstances will the Special Tax A levy against 
any Assessor's Parcel of Residential Property for which a Certificate of Occupancy has been issued be 
increased by more than ten percent above the amount that would have been levied in that Fiscal Year had 
there never been any such delinquencies or defaults as a consequence of delinquency or default by the 
owner of any other Assessor's Parcel within Improvement Area No. I. 

See Appendix E - "Rate and Method of Apportionment of Special Tax." 

One-Time Special Tax. The Rate and Method provides for the levy and collection, in certain 
circumstances, of the One-Time Special Tax in addition to Special Tax A. The One-Time Special Tax 
was established to preserve debt service coverage on the Bonds in the event that the amount of Special 
Tax A that could be levied in any year is reduced as a result of changes in development within 
Improvement Area No. I. Because the amount of the per-parcel levy of Special Tax A for each parcel of 
Developed Property is based on the residential floor area for residential property and the square footage of 
non-residential floor area for the non-residential (commercial) property, any net reduction in the number 
or size of residential units or retail square footage actually constructed could have the effect of reducing 
the Net Special Tax Revenues available to pay debt service on the Bonds. The Rate and Method provides 
for the levy of the One-Time Special Tax in order to offset this potential reduction in available Net 
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Special Tax Revenues to the extent required so that the Maximum Special Tax A could be levied in an 
amount equal to at least 110% of debt service on outstanding Bonds, plus Priority Administrative 
Expenses. The method of calculating the One-Time Special Tax is set forfh in Section D, "One-Time 
Special Tax," of the Rate and Method. See Appendix E-2 "Restatement of Section D of Rate And Method 
of Apportionment for County of San Diego Community Facilities District No. 2008-01 Improvement 
Area No. I (Harmony Grove Village)," and "The Series 2018A Bonds - Redemption - Mandatory 
Redemption from Special Tax A Prepayments and One-Time Special Tax Payments." 

In order to reduce if not eliminate the possibility that fhe One-Time Special Tax will ever be 
levied, the Indenture provides fhat Additional Bonds may be issued only if, among other fhings, for each 
Fiscal Year that Bonds will be Outstanding, the Maximum Special Tax A fhat may be levied in such 
Fiscal Year on parcels of Developed Property and Final Mapped Property that have been issued a building 
permit (treating such Final Mapped Property that has been issued a building permit as if it were 
Developed Property for purposes of calculating fhe Maximum Special Tax A fhat may be levied in such 
Fiscal Year), less fhe Priority Administrative Expenses for such Fiscal Year, is not less than the sum of 
(A) 110% of the Annual Debt Service for the Bond Year that begins in such Fiscal Year on all Bonds that 
will be Outstanding after the issuance of such Additional Bonds, plus (B) any other payments included in 
fhe Special Tax Requirement for Facilities. See "Security for the Series 2018A Bonds - Additional 
Bonds." 

Collection of Special Taxes. Special Tax A is levied and collected by the Treasurer-Tax 
Collector of fhe County in fhe same manner and at the same time as ad valorem property taxes. The 
County assesses and collects secured and unsecured property taxes for the cities, school districts, and 
special districts wifhin the County of San Diego, including Special Tax A for Improvement Area No. I. 
The delinquency dates for property tax payments are December 10 for the first installment and April 10 
for fhe second installment. Prior to distribution to the District, the moneys collected are deposited in an 
account established on behalf of the County in the County investment pool (the "Pool") which is invested 
by the County Treasurer. If the County or the Pool were at any time to become subject to bankruptcy 
proceedings, it is possible that District property taxes held in the Pool (including the Special Taxes) could 
be temporarily unavailable to the County, and a bankruptcy court might hold that the Series 2018A Bond 
Owners do not have a valid and/or prior lien on the Special Taxes. See "Special Risk Factors - Funds 
Invested in the County Investment Pool." 

The Rate and Method provides that Special Tax A can only be levied for a period not to exceed 
fifty years commencing with Fiscal Year 2008-09. 

Special Tax A for any parcel in Improvement Area No. I may also be optionally prepaid in whole 
or in part. See Section J of the Rate and Method in Appendix E hereto for more specific information on 
optional prepayments of Special Tax A. See "The Series 2018A Bonds - Redemption - Mandatory 
Redemption from Special Tax A Prepayments and One-Time Special Tax Payments." 

Special Tax A was first levied in Fiscal Year 2015-16. None of the parcels in Improvement Area 
No. I are currently delinquent in the payment of Special Tax A levied for Fiscal Year 2015-16 or Fiscal 
Year 2016-17. Delinquency information for Fiscal Year 2017-18 is not yet available. The proceeds of 
fhe previously levied Special Taxes (including the levy thereof for Fiscal Year 2017-18) will be applied to 
pay interest coming due on the Series 2018A Bonds on September I, 2018 and make an initial deposit for 
Administrative Expenses wifh any excess being available for deposit in the Improvement Fund. 

Estimated Debt Service Coverage. Table 5 below sets forth the estimated debt service coverage 
for fhe Series 2018A Bonds for each Bond Year fhrough the scheduled final maturity of the Series 2018A 
Bonds, assuming no additional bonded indebtedness secured by Special Tax A on property in 
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Improvement Are No. 1 and assuming no additional building permits are issued after the Valuation Date. 
Pursuant to the Rate and Method. and subject to fhe Maximum Special Tax A prescribed therein and 
permitted by the Act. the District will only levy Special Tax A in an amount sufficient to fund fhe annual 
Special Tax Requirement for Facilities (as defined in the Rate and Method). 

Table 5 
Community Facilities District No. 2008-01 (Harmony Grove Village) 
County of San Diego, State of California (Improvement Area No. 1) 

Maximum Special Tax A and Series 2018A Bond Debt Service Coverage 

Maximum Coverage 
Special Tax A Total Priority From Lots 

From Lots Maximum Series 2018A Admini- with Total Debt 
With Building Special Tax Bond Debt strative Building Service 

Year0 l Permits(2l A Service Expense Permits Coverage 
2018131 $ 564,947 $ 342,855 $40,839 152.87% 152.87% 
2019 745,658 $1,937,622 700,038 42,000 100.60 270.87 
2020 760,571 1,976,374 718,138 42,840 100.02 269.32 
2021 775,783 2,015,902 730,838 43,697 100.25 269.93 
2022 791,298 2,056,220 746,938 44,571 100.05 269.40 
2023 807,124 2,097,344 757,438 45,462 100.64 270.98 
2024 823,267 2,139,291 777,488 46,371 100.00 269.27 
2025 839,732 2,182,077 791,788 47,299 100.16 269.69 
2026 856,527 2,225,718 808,388 48,245 100.07 269.44 
2027 873,657 2,270,233 823,988 49,210 100.13 269.62 
2028 891,130 2,315,637 838,588 50,194 100.36 270.23 
2029 908,953 2,361,950 857,188 51,198 100.14 269.65 
2030 927,132 2,409,189 874,588 52,222 100.12 269.57 
2031 945,675 2,457,373 890,788 53,266 100.26 269.96 
2032 964,588 2,506,520 910,788 54,331 100.02 269.32 
2033 983,880 2,556,651 924,388 55,418 100.52 270.66 
2034 1,003,557 2,607,784 946,788 56,526 100.10 269.54 
2035 1,023,629 2,659,939 962,588 57,657 100.43 270.42 
2036 1,044,101 2,713,138 985,206 58,810 100.09 269.50 
2037 1,064,983 2,767,401 1,001,475 59,986 100.43 270.42 
2038 1,086,283 2,822,749 1,025,825 61,186 100.01 269.28 
2039 1,108,009 2,879,204 1,043,600 62,410 100.27 269.99 
2040 1,130,169 2,936,788 1,066,600 63,658 100.07 269.45 
2041 1,152,772 2,995,524 1,087,600 64,931 100.10 269.53 
2042 1,175,828 3,055,434 1,106,600 66,230 100.35 270.20 
2043 1,199,344 3,116,543 1,128,600 67,554 100.36 270.24 
2044 1,223,331 3,178,874 1,153,400 68,905 100.17 269.71 
2045 1,247,798 3,242,451 1,175,800 70,284 100.22 269.87 
2046 1,272,754 3,307,300 1,200,800 71,689 100.10 269.53 
2047 1,298,209 3,373,446 1,223,200 73,123 100.23 269.89 
2048 1,324,173 3,440,915 1,248,000 74,585 100.21 269.82 

Cl) Special Taxes collected in each Fiscal Year are used to pay debt service on the Series 2018A Bonds for the Bond Year 
beginning in such Fiscal Year. 
(2l Assumes that no additional building permits are issued after the Valuation Date. 
131 In Fiscal Year 2017-18, Special Tax A was only levied on "Developed Property" as of such Fiscal Year. 
Source: Willdan Financial Services; except Series 2018A Bonds Debt Service, which was provided by the 

Underwriters. 
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See "Security for the Series 2018A Bonds - Pledge of Net Special Tax Revenues" for other 
information regarding the Special Taxes. 

Estimated Sample Tax Bills. Set forth in Table 6 below are estimated. sample property tax bills 
for Fiscal Year 2017 -18 that would be received by individual homeowners in Improvement Area No. I if 
their respective property was classified for such Fiscal Year as Developed Property under the Rate and 
Method. See "Special Risk Factors - Direct and Overlapping Indebtedness" for a table that describes the 
overlapping indebtedness for which taxes would be levied on the parcels in Improvement Area No. I as 
shown in the table below. 

Table 6 
Community Facilities District No. 2008-01 (Harmony Grove Village) 
County of San Diego, State of California (Improvement Area No. 1) 

Fiscal Year 2017-18 Estimated Sample Tax Bill for a Developed Property 

Home Prices 
Plan 
Residential Land Use Type 

Estimated Base Sales Price Cl) 

Homeowner's Exemption 
Equals: Net Taxable Assessed Value 

Fiscal Year 2017-2018 Tax D1stnbutton 
Ad Valorem Taxes \L) 

1 % Tax on Net Value 
Palomar Health 2005A - Debt Service 
Gen Bond Escondido - Prop K 3/05/2002, 2007B Ref 
Gen Bond Escondido - Prop E 11/04/2014, 2014A 
H1 Bond Escondido Prop A 6/04/1996, 1996A Ref 
Palomar Community Coll Prop M 11/07 /06, 2006A 
Palomar Community Coll Prop M 11/07 /06, 2006B 
Palomar Community Coll Prop M 11/07/06, 2015 Ref 
Palomar Community Coll Prop M 11/07 /06, 2006C 
MWD DIS Remainder of SDCWA 15019999 
Total on Net Value 

Fixed Rate Levies 
Vector Disease Control 
Mosquito Surveillance 
MWD Standby Charge 
CW A Water Availability 
SD CO ST LTG Zone A 
CSA 107 Fire Protection 
Total Fixed Rate Levies 

CFD No. 2008-1 C
3J 

Max Special Tax A C4) 

Max Special Tax B C5) 

Total Fixed Rate Levies 

Total on Net Value 
Total Effective Tax Rate (as% of Net Taxable Assessed Value) 

Cl) As set forth in the Market Absorption Study. 
CZ) Estimated based on actual Fiscal Year 2017-18 ad valoremrates. 
C3) Does not include any levy of the One-Time Special Tax. 

Tax Rate 

1.00000% 
0.02100% 
0.01601 % 
0.02483% 
0.03183% 
0.00261 % 
0.00381 % 
0.00751 % 
0.00660% 
0.00350% 
1.11770% 

Canteridge 
SFR 

$556,000.00 
(7,000.00) 

$549,000.00 

Amount 

$5,490.00 
115.29 
87.89 

136.32 
174.75 
14.33 
20.92 
41.23 
36.23 
19.22 

$6,136.17 

$7.06 
2.28 

11.50 
10.00 
13.50 

304.48 
$348.82 

$2,844.73 
1,011.87 

$3,856.60 

$10,341.59 
1.86% 

C4) The Maximum Special Tax rate A escalates by 2% per year beginning July 1, 2018. 

Lusitano 
SFR 

$526,300.00 
(7,000.00) 

$519,300.00 

Amount 

$5,193.00 
109.05 
83.14 

128.94 
165.29 

13.55 
19.79 
39.00 
34.27 
18.18 

$5,804.22 

$7.06 
2.28 

11.50 
10.00 
13.50 

304.48 
$348.82 

$2,580.20 
1,011.87 

$3,592.07 

$9,745.11 
1.85% 

Seabreeze 
SFR 

$624,600.00 
(7,000.00) 

$617,600.00 

Amount 

$6,176.00 
129.70 
98.88 

153.35 
196.58 
16.12 
23.53 
46.38 
40.76 
21.62 

$6,902.92 

$7.06 
2.28 

11.50 
10.00 
13.50 

304.48 
$348.82 

$3,353.95 
1,011.87 

$4,365.82 

$11,617.56 
1.86% 

C5) The Maximum Special Tax B escalates at a minimum of 2% and a maximum of 6% per year beginning July 1, 2018. 
Source: Willdan Financial Services. 
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The Facilities 

Under the provisions of the Resolution of Formation, the Facilities that may be financed with 
Bonds secured by Special Taxes consist of street improvements, storm drains, water quality devices, 
public utilities, public parks, open space and recreation facilities, fire protection and emergency response 
facilities, land, rights of way and easements necessary for any of the foregoing, other property with an 
expected useful life of five years or longer necessary for any of the foregoing, or necessary to provide 
authorized services, and fees related to traffic, fire, open space, park and other fees related to public 
facilities and services. 

Pursuant to the Acquisition and Funding Agreement, the Developer is to construct the following 
Facilities (and pay the fees that constitute Facilities) for the benefit of the District (both Improvement 
Area No. I and Improvement Area No. 2), as summarized in Table 7. The description of acquisition costs 
specified in the Acquisition and Funding Agreement for the Facilities may be modified by agreement 
among the District, the County and the Developer. Upon completion or substantial completion of each 
specified segment of the Facilities, the County or other government entity that will own and operate such 
segment, is to acquire such segment from the Developer at a purchase price equal to the lesser of the 
actual cost or the acquisition cost (the "Acquisition Cost") specified in the Acquisition and Funding 
Agreement for such segment of the Facilities. The construction and acquisition of the Facilities to be 
owned by the County Sanitation District are governed by the terms of a Joint Community Facilities 
Agreement, dated as of August I, 2015, by and among the County, the County Sanitation District and the 
Developer. The construction and acquisition of the Facilities to be owned by Rincon are governed by the 
terms of a Joint Community Facilities Agreement, dated as of March I, 2015, by and among the County, 
Rincon and the Developer. Pursuant to the Joint Improvement Agreement for Vesting Tentative Map 
5365 (Wastewater Treatment Plant for Harmony Grove), dated as of December 7, 2012, by and among 
the County, the County Sanitation District, Rincon, and the Developer (the "Wastewater Treatment Plant 
Agreement"), the Developer is to operate all wastewater treatment facilities until sufficient revenue can 
be generated from sewer service charges or standby assessments to allow the County Sanitation District to 
operate the facility without subsidy from ratepayers outside the Development. The Wastewater Treatment 
Plant Agreement further requires the Developer to ensure operating permit compliance and meet other 
success criteria before the County Sanitation District will assume responsibility for operation and 
maintenance of the facility. 
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Table 7 
Community Facilities District No. 2008-01 (Harmony Grove Village) 
County of San Diego, State of California (Improvement Area No. 1) 

Estimated Cost and Percentage Completion of Facilities (as of September 10, 2017) 

Facility Description( 11 

County Sanitation District Facilities 
Park Improvement Facilities 
Off-Site Road Improvement Facilities 
Intract Street Improvements 
Intract Sewer Improvements 
Intract Water Improvements 

SUBTOTAL Facilities to be constructed 

Impact Fees and Water Connection Fees 

TOT AL Facilities 

Estimated 
Acquisition Cost 
$17,700,000 

6,000,000 
l l,000,000 
7,700,000 
4,100,000 
5 900 000 

$52,400,000 

$11 000 000 

$63,400,000 

Ol As categorized in the Acquisition and Funding Agreement. 
Source: Developer. 

Percent 
Complete 

98% 
94 
58 
69 
73 
80 
80 

100 

84% 

As of September 10, 2017, the Facilities to be constructed by the Developer were approximately 
84% completed. In addition to the Facilities to be constructed by fhe Developer, under the Acquisition 
and Funding Agreement, the Series 2018A Bond proceeds may be used to finance the costs of certain 
public facilities to be constructed by the County or another public agency for which the Developer will 
receive a credit for certain improvement fees, development impact fees, and/or water connection fees or 
be reimbursed for improvement fees, development impact fees, and/or water connection fees previously 
paid by fhe Developer. 

The Facilities that are anticipated to be financed with fhe proceeds of the Series 2018A Bonds, 
together with certain other Special Tax Revenues available to the District, consist of water connection 
fees in the amount of approximately $8.1 million; impact fees related to the fire station in the amount of 
approximately $2. 7 million, and street and bridge improvements in the amount of approximately $3.2 
million. The District and fhe Developer may in their discretion determine to finance other Facilities with 
fhe proceeds of fhe Series 2018A Bonds. 

THE COUNTY OF SAN DIEGO 

Under the Act, the Board of Supervisors of fhe County is authorized to establish and act as the 
legislative body for community facilities districts. However, the County has no liability in connection 
wifh the District or fhe Series 2018A Bonds. See "Security for the Series 2018A Bonds - Limited 
Liability" herein. See Appendix F hereto for general information regarding the County. 

THE DEVELOPMENT AND THE DEVELOPER 

The following information regarding the Developer and the ownership and planned 
development of Improvement Area No. 1 has been provided by, or on behalf of, CalAtlantic for use in 
this Official Statement, and has not been independently confirmed or verified by the County, the 
District or the Underwriters. Neither the County, the District nor the Underwriters makes any 
representation as to the accuracy or adequacy of this information or the absence of any material 
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change after the date of this Official Statement. No assurance can be given that the proposed 
development will occur as described herein or that it will be completed in a timely manner. See 
"Special Risk Factors." 

The Series 2018A Bonds and the Special Taxes are not personal obligations of Ca/Atlantic or 
any other current or subsequent property owners and, in the event Ca/Atlantic or any other current or 
subsequent property owner defaults in the payment of Special Taxes, the District may proceed with 
judicial foreclosure but has no direct recourse to the assets of Ca/Atlantic or any other current or 
subsequent property owner. As a result, other than as provided in this Official Statement, no financial 
statements or information is or will be provided about Ca/Atlantic or any other current or subsequent 
property owner. The Series 2018A Bonds are secured solely by the Net Special Tax Revenues and other 
amounts pledged under the Indenture. See "Security for the Series 2018A Bonds" and "Special Risk 
Factors.'' 

The Development 

The Developer acquired the property comprising the Development in 2012 from New Urban 
West. Inc. ("NUWI"). which retained an option to purchase certain non-residential lots. including the 
equestrian parcel situated outside the District. and the Commercial Site. NUWI has exercised its option to 
purchase these parcels and the Developer expects that the sale of these parcels to NUWI will be 
completed in the first quarter of 2018. The property in the Development is currently subject to final tract 
maps recorded on January 18. 2013. in the County Recorder's Office, which subdivide the Development 
into 736 residential parcels, the Commercial Site, the two parcels intended for development as a fire 
station and a church, and a wastewater treatment plant. The 736 residential parcels include 40 planned 
condominium units in the Village Court community, each of which is to be built out with a single family 
detached home. The Development is planned to include 189 acres of permanent open space, a community 
clubhouse and pool, a central park, and a trail system. The residential products range from about ½-acre 
minimum lots to small detached lots ranging from 2,500 to 5,500 square feet and some homes situated in 
a cluster/courtyard configuration. An approximately 36.8-acre portion of the Development lying outside 
of the District is planned for equestrian use. 

The general area surrounding the Development is rural in character, with Escondido Creek 
extending from the eastern edge of the Development to the northern edge of Rancho Santa Fe. The 
Development is characterized by gently sloping hill areas with sharp granitic escarpments. Local 
topography includes riparian wetlands, oak woodlands, native grasslands, chaparral and coastal sage 
scrub. The Escondido Creek wildlife corridor runs through the center of the Development. Most existing 
development in the area consists of rural residential homes and estate lots located on hillsides. 
Historically, the predominant uses in the area included dairy and poultry farms, avocado and citrus 
groves, and a rock quarry, now abandoned. 

The Developer 

Ca/Atlantic. The Developer, CalAtlantic Group, Inc., is a homebuilder incorporated in Dela ware 
in 1991 with principal executive offices located in Arlington, Virginia, and West Coast corporate 
headquarters located in Irvine, California. CalAtlantic is a publicly traded company with its stock listed 
on the New York Stock Exchange under the symbol "CAA." Formerly known as Standard Pacific Corp., 
the Developer changed its name to CalAtlantic Group, Inc. following the October I, 2015 merger with 
The Ryland Group, Inc. The Development is currently being undertaken by the San Diego Division of 
CalAtlantic. 
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The Developer is subject to the requirements of the Securities Exchange Act of 1934, as amended 
(the "Exchange Act"), and in accordance therewith is obligated to file reports, proxy statements, and other 
information, including financial statements, with the SEC. Such filings set forth, among other things, 
certain data relative to the consolidated results of operations and financial position of the Developer and 
its subsidiaries as of the dates described therein. See, e.g., the Developer's Annual Report on Form 10-K 
for the Fiscal Year ended December 31, 2016, as filed with the SEC on February 28, 2017, and Quarterly 
Report on Form 10-Q for the quarterly period ended September 30, 2017, as filed with the SEC on 
November 9, 2017. The SEC maintains an Internet web site that contains reports, proxy and information 
statements and other information regarding registrants that file electronically with the SEC, including 
Ca!Atlantic. The address of such Internet web site is www.sec.gov. All documents subsequently filed by 
Ca!Atlantic pursuant to the requirements of the Exchange Act after the date of this Official Statement will 
be available for inspection in such manner as the SEC prescribes. Copies of the Developer's annual 
report, quarterly reports and curreut reports, including any amendments, will be available from the 
Developer's website at www.calatlantichomes.com. 

Ca/Atlantic/Lennar Merger Announcement. On October 30, 2017, Ca!Atlantic announced that 
it had entered into a definitive merger agreement with Lennar Corporation ("Lennar") pursuant to which 
each share of Ca!Atlantic stock will be exchanged for 0.885 shares of Lennar Class A common stock. 
Ca!Atlantic's stockholders will also have the option to elect to change all or a portion of their shares for 
cash in the amount of $48.26 per share, subject to a maximum cash amount of approximately $1.2 billion. 
Subject to the terms and conditions of the merger agreement, Ca!Atlantic will be merged with and into a 
wholly-owned subsidiary of Lennar, with the wholly-owned subsidiary of Lennar continuing as the 
surviving corporation. The merger would create the nation's largest homebuilder. The transaction, which 
is subject to the satisfaction or waiver of certain customary conditions, including the approval of the 
merger by Ca!Atlantic's stockholders and the stockholders of Lennar, is expected to close in the first 
quarter of 2018. For additional information about the merger agreement, reference is made to the Current 
Report on Form 8-K filed by Ca!Atlantic with the SEC on October 30, 2017. The Developer does not 
expect that the merger will have a substantive effect on the current development and financing plans of 
the Developer with respect to the Development and Improvement Area No. I. 

Lennar. The information in this paragraph is taken from Lennar's Form 10-K for the fiscal year 
ending November 30, 2016, and has not been verified by the District, the Developer, or the Underwriters. 
Lennar is one of the nation's largest homebuilders, operating in various states with deliveries of 26,563 
new homes in 2016. Lennar' s homebuilding operations are the most substantial part of its operations, 
accounting for $9.7 billion, or approximately 89%, of consolidated revenues in fiscal 2016. Lennar is 
listed on the New York Stock Exchange under the symbol "LEN." Additional information regarding 
Lennar is available on its website at www.lennar.com. 

The foregoing internet addresses and references to filings with the SEC are included for reference 
only, and the information on these internet sites and on file with the SEC are not a part of this Official 
Statement and are not incorporated by reference into this Official Statement. No representation is made in 
this Official Statement as to the accuracy or adequacy of the information contained in these internet sites. 

The Development Plan 

The Developer is currently constructing infrastructure improvements in the Development 
consisting of a wastewater treatment plant, a sewer lift station, sewer and water improvements, and street 
improvements. Construction commenced in November 2012, and is expected to be completed by 
December 2019. In total, the Developer expects ten neighborhood development projects to be built for the 
Development, eight of which will be included in Improvement Area No. I. Model home construction for 
four of the neighborhoods is complete and the model homes were opened to the public beginning in 
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March, 2015. Several construction phases were underway as of the Valuation Date, and sales of homes in 
bofh Improvement Area No. I and Improvement Area No. 2 are ongoing. Wifhin Improvement Area No. 
I, the Developer has begun constructing and selling four of fhe eight planned neighborhood communities: 
Andalucia, Canteridge, Lusitano and Seabreeze. Construction has begun on four model homes in the 
Whittingham neighborhood, and sales in fhat neighborhood commenced in December 2017. 

The following Table 8 presents a summary of the development of fhe eight communities proposed 
wifhin Improvement Area No. I as of September 10, 2017. 

Table 8 
Community Facilities District No. 2008-01 (Harmony Grove Village) 
County of San Diego, State of California (Improvement Area No. 1) 

Status of Planned Residential Development 
As of September 10, 2017 

Planned Units 
Subject to S2ecial Permits Home Sales Average Sguare 

Community Tax A(ll Issuect0 l Closed(!) Average Price(2l 

Martingale 27 2 0 
Village Court 40 0 0 
Lusitano 97 97 51 
Canteridge 69 69 55 
Seabreeze 109 79 42 
Andalucia 49 3 0 
Hillside Compound 24 0 0 
Whittingham 27 4 0 

Total 442 254 148 

OJ Source: Developer (Planned Units, Permits Issued, and Home Sales Closed). 
t
2l Source: Absorption Study (Average Price and Average Square Footage). 

$582,267 
644,219 
542,426 
556,352 
599,339 
670,470 
698,425 
766,550 

Footage(2l 

2,256 
2,885 
1,863 
2,088 
2,488 
3,289 
3,246 
3,785 

As of the Valuation Date, of the 442 planned residential units subject to fhe Special Tax levy in 
Improvement Area No. I, 148 had been completed, sold and conveyed to individual homeowners, and an 
additional 69 home sales were pending. Home sales contracts are subject to cancellation and, therefore, 
pending home sales may not result in closed escrows wifh the prospective homebuyers. Also as of fhe 
Valuation Date, a total of 254 building permits had been issued (excluding the two parcels for which 
Special Tax A has been prepaid), and the Developer expected an additional 136 building permits to be 
issued in 2018, and the remaining 54 building permits to be issued in 2019. Between the Valuation Date 
and December I, 2017, no additional building permits had been issued, and an additional 30 home sales 
(excluding fhe two parcels for which the Special Tax has been prepaid) had closed escrow to individual 
home buyers. As of December I, 2017, 178 units (excluding the two parcels for which fhe Special Tax 
has been prepaid) had been conveyed to individual homeowners. According to the Special Tax 
Consultant, based on ownership as of December I, 2017, parcels owned by individual homeowners would 
be responsible for 69% of the estimated Fiscal Year 2018-19 Special Tax A levy. 

As of the Valuation Date, properties owned by the Developer within Improvement Area No. I 
consisted of 13 model homes, 25 homes over 95% complete, 56 additional homes under construction, 200 
finished or semifinished lots, and fhe Commercial Site which is a graded site. 
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Land Use Approvals and Environmental Review 

All entitlements are in place within the Development. All final tract maps for the Development 
were recorded on January 18, 2013, in the County Recorder's Office. The Board of Supervisors certified 
the Environmental Impact Report ("EIR") for the Development on April 7, 2007. The Developer is not 
aware of any current liabilities related to the Development with respect to the presence of substances 
presently classified as hazardous under the federal Comprehensive Environmental Response, 
Compensation and Liability Act of 1980 or applicable California law, and is not aware of the presence of 
endangered or threatened species or habitat for endangered or threatened species that could adversely 
affect the Development. 

Services 

Improvement Area No. I is served by Escondido Union School District. Water service for both 
potable and reclaimed water in Improvement Area No. I is provided by Rincon. Sanitation service will be 
provided by the County Sanitation District. The Developer, through a subcontractor, currently operates 
the wastewater treatment plant serving Improvement Area No. I. See "The District and Improvement 
Area No. I - The Facilities." Rincon will act as the purveyor of reclaimed water generated by the 
County Sanitation District's treatment facilities. Electrical and natural gas service is provided by San 
Diego Gas & Electric Company. 

The Developer's Financing Plan 

As of the Valuation Date, the Developer had expended approximately $112 million in land 
acquisition, site improvement, and construction costs of the 444 homes that the Developer plans to 
construct within Improvement Area No. I, and other development, marketing and sales costs (exclusive 
of internal financing repayment and corporate overhead allocation) related to its property in Improvement 
Area No. I. As of the Valuation Date, the Developer expects the remaining site improvements, 
construction costs, and other development, marketing and sales costs (exclusive of internal financing 
repayment and corporate overhead allocation) related to Improvement Area No. I to be approximately 
$99 million. The total remaining cost for buildout of the entire Development (including areas outside of 
Improvement Area No. I) is estimated by the Developer at $229 million. 

To date, the Developer has financed its land acquisition and various site development and home 
construction costs related to its property in the Development through internally generated funds. The 
Developer expects to use home sales, internal funding and funding under its Revolving Facility 
hereinafter described to complete its development activities for the Development. However, home sales 
revenues for the Developer's projects in the Development are not segregated and set aside for the 
payment of costs required to complete its activities for the Development. Home sales revenue is 
accumulated by the Developer and used to pay costs of the Developer's operations, to pay debt service on 
outstanding debt and for other corporate purposes, and may be diverted to pay costs other than the costs 
of completing its activities for the Development at the discretion of the Developer's management. 
Notwithstanding the foregoing, the Developer believes that it will have sufficient funds available to 
complete its proposed development activities for the Development in accordance with the development 
schedule described in this Official Statement. 

As of September 30, 2017, the Developer was party to a $750 million unsecured revolving credit 
facility (the "Revolving Facility"), $350 million of which is available for letters of credit, which matures 
in October 2019. The Revolving Facility has an accordion feature under which the aggregate commitment 
may be increased up to $1.2 billion, subject to the availability of additional bank commitments and certain 
other conditions. The Revolving Facility contains certain covenants and conditions which may limit the 
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amount the Developer may borrow or have outstanding at any time. On September 30. 2017. the 
Developer had $295.6 million outstanding under the Revolving Facility. and had outstanding letters of 
credit issued under the Revolving Facility totaling $119.2 million. leaving $335.2 million available under 
fhe Revolving Facility to be drawn as of such date. The Developer's ability to renew the Revolving 
Facility in the future is dependent upon a number of factors including fhe state of fhe commercial lending 
environment, the willingness of banks to lend to homebuilders and the Developer's financial condition 
and strength. 

Although the Developer expects to have sufficient funds available to complete its development 
activities for the Development in accordance with the development schedule described in this Official 
Statement, there can be no assurance that amounts necessary to finance the remaining development 
and home construction costs will be available from the Developer or any other source when needed. 
For example, borrowings under the Revolving Facility may not be available, and home sales revenue, 
which is accumulated daily for use in operations, including to fund costs of other direct and indirect 
subsidiaries, to pay debt service on outstanding debt and for other corporate purposes, may be diverted 
to pay costs other than the costs of the Developer's activities within Improvement Area No. 1 at the 
discretion of the Developer management. Neither the Developer, nor its lenders, nor any of its related 
entities are under any legal obligation of any kind to expend funds for the development of and 
construction of homes on the Developer's property in the Development. Any contributions by the 
Developer to fund the costs of such development and home construction are entirely voluntary. See "
The Development Plan." 

If and to the extent that internal funding, including but not limited to home sales revenues, and 
borrowings under the Revolving Facility are inadequate to pay the costs to complete the planned 
development by the Developer within the Development and other financing by the Developer is not put 
into place, there could be a shortfall in the funds required to complete the proposed development by the 
Developer of the Development and the remaining portions of the Development may not be developed. 

Ofher development projects currently under development by the Developer's San Diego Division 
include the projects shown in the following Table 9: 

Table 9 
Community Facilities District No. 2008-01 (Harmony Grove Village) 
County of San Diego, State of California (Improvement Area No. 1) 

Other Projects of the Developer's San Diego Division 

No. of Lots/Units 
Project Name Location at Completion 

Veridian -Avery Point & Triton Square City of San Diego 259 

Auberge City of San Diego 206 

Sur 33 City of San Diego 95 

Tavara Ridge City of San Diego 52 

Source: Developer. 

SPECIAL RISK FACTORS 

Current/Estimated 
Base Sales Prices 

$518,000 to $693,000 

$635,000 to $985,000 

$738,000 to $804,000 

$896,000 to $934,000 

Investment in the Series 2018A Bonds involves risks which may not be appropriate for certain 
investors. The following is a discussion of certain risk factors which should be considered, in addition to 
other matters set forth herein, in evaluating fhe investment quality of the Series 2018A Bonds, which are 
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not rated by any municipal bond rating agency. This discussion does not purport to be comprehensive or 
definitive. and the risk factors listed are in no particular order of importance. The occurrence of one or 
more of the events discussed herein could adversely affect the ability or willingness of property owners in 
Improvement Area No. 1 to pay their Special Taxes when due. Such failure to pay Special Taxes could 
result in the inability of the District to make full and punctual payments of debt service on the Series 
2018A Bonds. In addition. the occurrence of one or more of the events discussed herein could adversely 
affect the value of the property in Improvement Area No. 1. 

Risks of Real Estate Secured Investments Generally 

The Series 2018A Bond Owners will be subject to the risks generally incident to an investment 
secured by real estate. including. without limitation: (i) adverse changes in local market conditions. such 
as changes in the market value of real property in the vicinity of Improvement Area No. 1. fhe supply of 
or demand for competitive properties in such area. and the market value of residential property or 
buildings and/or sites in the event of sale or foreclosure; (ii) changes in real estate tax rates and other 
operating expenses. governmental rules (including. without limitation. zoning laws and laws relating to 
endangered species and hazardous materials) and fiscal policies; (iii) natural disasters (including. without 
limitation. earthquakes. wildfires and floods). which may result in uninsured losses; and (iv) increased 
delinquencies due to rising mortgage costs and other factors. No assurance can be given that the 
individual property owners will pay Special Taxes in fhe future or that they will be able to pay such 
Special Taxes on a timely basis. See "-Bankruptcy and Foreclosure Delays" for a discussion of certain 
limitations on fhe District's ability to pursue judicial proceedings wifh respect to delinquent parcels. 

Limited Obligations 

The Series 2018A Bonds and fhe interest thereon are not general obligations of or payable from 
fhe general funds of the County or the District. The Series 2018A Bonds are special obligations of fhe 
District. payable. as provided in the Indenture. solely from Net Special Tax Revenues and the other assets 
pledged therefor. Neither fhe faith and credit nor fhe taxing power of the District ( except to the limited 
extent set forfh in the Indenture). the County or the State. or any political subdivision thereof (other than 
fhe District). is pledged to the payment of the Series 2018A Bonds or the interest thereon and. except as 
provided in the Indenture. no Owner of fhe Series 2018A Bonds may compel the exercise of any taxing 
power by fhe District or the County or force the forfeiture of any District or County property. The 
principal of. premium, if any. and interest on the Series 2018A Bonds are not a debt of the County or a 
legal or equitable pledge. charge. lien or encumbrance upon any of the County's or the District's property 
or upon any of the County's or the District's income, receipts or revenues, except the Special Taxes and 
other amounts pledged under the Indenture. Special Tax proceeds could be insufficient to pay debt service 
on the Series 2018A Bonds as a result of delinquencies in fhe payment of Special Taxes or the 
insufficiency of proceeds derived from the sale of property following a delinquency in the payment of the 
applicable Special Taxes. The amount of annual installments of Special Taxes fhat are collected could be 
insufficient to pay principal of and interest on the Series 2018A Bonds due to non-payment of such 
Special Taxes levied or due to insufficient proceeds received from a judicial foreclosure sale of land 
following delinquency. The County's and District's legal obligations with respect to any delinquent 
Special Taxes are limited to: (1) payments from the Reserve Fund to the extent of funds on deposit 
fherein; and (2) the institution of judicial foreclosure proceedings under certain circumstances with 
respect to any parcels for which Special Taxes are delinquent. See "Security for the Series 2018A Bonds 
- Covenant for Superior Court Foreclosure." The Series 2018A Bonds cannot be accelerated in the event 
of any default. The obligation to pay Special Taxes does not constitute a personal obligation of fhe current 
or subsequent owners of the respective parcels which are subject to such liens. Enforcement of Special 
Tax payment obligations by the District is limited to judicial foreclosure in the County Superior Court. 
There is no assurance that any current or subsequent owner of a parcel subject to a Special Tax lien will 
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be able to pay the amounts due or that such owner will choose to pay such amounts even though 
financially able to do so. 

Concentration of Ownership 

As of December I. 2017. 178 homes (excluding the two parcels for which the Special Tax has 
been prepaid) had been conveyed to individual homeowners. and according to the Special Tax Consultant. 
based on ownership as of December I. 2017. parcels owned by individual homeowners would be 
responsible for 69% of the estimated Fiscal Year 2018-19 Special Tax A levy. Lack of diversity of 
ownership in Improvement Area No. I. and. therefore. in the obligation to pay Special Taxes. presents a 
significant risk to Series 2018A Bondowners. Failure of the Developer or owners of the property within 
the District to pay the annual Special Taxes when due could result in the rapid. total depletion of the 
Reserve Fund prior to replenishment from the resale of property upon a foreclosure or otherwise. In that 
event. there could be a default in payments of the principal of. and interest on. the Series 2018A Bonds. 
See "Special Risk Factors - Insufficiency of Special Tax Revenues" below. 

Failure to Develop Properties; Government Approvals 

Land development is subject to comprehensive federal. State and local regulations. Approval is 
required from various agencies in connection with the layout and design of developments. the nature and 
extent of improvements. construction activity. land use. zoning. school and health requirements. as well 
as numerous other matters. Such approvals. once obtained. may still be challenged or subject to 
subsequent referendum. and issuance of additional building permits for the homes in the Development 
may be delayed. Revocation or challenge of any such agency approval could adversely affect the planned 
land development. 

Except for individual building permits for the residential lots in Improvement Area No. I not yet 
under construction. the Developer has secured all of the discretionary County approvals and permits 
required for the Development. including final tract maps. See "The Development and the Developer -
Land Use Approvals and Environmental Review." Nevertheless. development within Improvement Area 
No. I is contingent upon the issuance by the County of building and other ministerial permits for homes 
to be constructed in Improvement Area No. I. The failure to obtain any such permits in a timely manner 
could adversely affect land development within Improvement Area No. I. 

Development of land is also subject to economic considerations such as the strength of the 
regional economy and the resulting demand for land and homes. Another economic downturn. similar to 
the recent national recession. for example. could adversely impact the demand for homes and land 
development operations generally throughout the San Diego County area. See "Special Risk Factors -
Failure to Achieve Market Projections." Other factors out of the control of the Developer. such as weather 
conditions. may delay development. 

In addition. while the Developer has substantially completed the infrastructure improvements in 
Improvement Area No. I required by the Acquisition and Funding Agreement and expects to complete 
construction of the homes within the Development and to self-fund the construction costs. no assurance 
can be given that construction will be completed and sales of homes in Improvement Area No. I will 
occur as expected. Also. the Developer may sell undeveloped lots in the Development. and no assurance 
can be given that if such sale occurs. the purchasing entity will complete the construction and sale of the 
homes on such lots. 

Substantial delays in the completion of the Development may reduce the value of the property 
within Improvement Area No. I and increase the length of time during which Special Taxes will be 
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payable from Undeveloped Property, and may affect the willingness and ability of the owners of property 
wifhin Improvement Area No. I to pay fhe Special Truces when due. See "The District and Improvement 
Area No. I - Rate and Method of Apportionment of Special Tax." 

Bondowners should assume that any event that significantly impacts the ability to develop land in 
Improvement Area No. I could cause the property values within Improvement Area No. I to decrease 
from those estimated by the Appraiser and could affect fhe willingness and ability of the owners of land 
wifhin Improvement Area No. I to pay the Special Taxes when due. See "The Development and fhe 
Developer - The Development" for information regarding the status of development in the District. 

Failure to Achieve Market Projections 

The Appraisal took into consideration the Market Absorption Study, which assumes, based on 
economic and market factors and the Developer's phasing schedule for home construction, that the final 
11 home sales within Improvement Area No. I will close in 2022. There can be no assurance that such 
level of dwelling unit absorption can be obtained in the Development. Failure to achieve the projected 
absorption rate could result in property values that are lower than the Appraiser's estimated value of fhe 
property in Improvement Area No. I, could impair the economic viability of the Development and could 
reduce the ability or desire of the property owners to pay fhe annual Special Taxes. In that event, there 
could be a default in the payment of principal of, and interest on, the Series 2018A Bonds. See 
Appendix D - "Market Absorption Study." Prospective purchasers of the Series 2018A Bonds should not 
assume fhat the absorption of dwelling units will occur as projected and should review the Market 
Absorption Study in its entirety in order to make an informed decision whether to purchase the Series 
2018ABonds. 

Competition 

The housing market in the area in which the Development is located has other pending and 
proposed projects fhat may be competitive with fhe Development. This competition could impact fhe 
future value of the property and the rate at which homes are sold and absorbed. See the Appendix C -
"Appraisal Report" and "Special Risk Factors - Failure to Achieve Market Projections." 

Land Value 

The value of land within Improvement Area No. I is a critical factor in determining the 
investment quality of the Series 2018A Bonds. If a landowner defaults in the payment of a Special Tax, 
fhe District's only remedy is to commence foreclosure proceedings in an attempt to obtain funds to pay 
fhe delinquent Special Tax. 

Prospective purchasers of the Series 2018A Bonds should not assume that the land within 
Improvement Area No. I could be sold for the appraised value described under the heading "Security for 
fhe Series 2018A Bonds - Appraised Value" at a foreclosure sale for delinquent Special Taxes. For 
example, it is unlikely fhat common ownership would be maintained through foreclosure sales of multiple 
delinquent parcels because at foreclosure each parcel must be sold separately for the Special Tax lien 
claims against it and multiple parcels may not be foreclosed in a single "bulk" foreclosure sale. See 
Appendix C - "Appraisal Report" for descriptions of other assumptions made by the Appraiser in 
determining its appraised values for the property in Improvement Area No. I. 

Additionally, reductions in land values within Improvement Area No. I could occur due to a 
downturn in the economy, physical events such as earthquakes or floods or other events, all of which will 
adversely impact the security underlying the Special True. 
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Local, State and Federal Land Use Regulations 

There can be no assurance that land development operations within Improvement Area No. 1 will 
not be adversely affected by future government policies. including. but not limited to. governmental 
policies which directly or indirectly restrict or control development. During the past several years. citizens 
of a number of local communities in California have placed measures on fhe ballot designed to control fhe 
rate of future development. It is possible fhat future initiatives applicable to the County or fhe District 
could be enacted and could negatively impact the ability of the property owners to furfher develop their 
land. In addition. state or federal laws and regulations could be adopted which would have preemptive 
effect on local land use regulations. 

During the past several years. state and federal regulatory agencies have significantly expanded 
fheir involvement in local land use matters fhrough increased regulatory enforcement of various 
environmental laws. including the Endangered Species Act. the Clean Water Act and the Clean Air Act. 
among others. Such regulations can substantially impair the rate and amount of development without 
requiring just compensation unless the effect of the regulation is to deny all economic use of the affected 
property. While the Developer believes that it has obtained all relevant environmental approvals for the 
Development of the nature described in the second preceding sentence (see "The Development and the 
Developer - Land Use Approvals and Environmental Review"). Series 2018A Bondowners should 
assnme that any event that significantly impacts the ability to develop land in Improvement Area No. 1 
could cause the land values within Improvement Area No. 1 to decrease substantially and could affect the 
willingness and ability of the owners of land to pay the Special Taxes when due or to proceed with 
development of land in Improvement Area No. I. See "- Failure to Develop Properties; Governmental 
Approvals" and "- Land Value" herein. 

Maximum Annual Special Tax Rates 

Within the limits of the Rate and Mefhod. fhe District may adjust fhe Special Tax A levy on all 
property within Improvement Area No. 1 to provide the amount required each year to pay Annual Debt 
Service. to replenish the Reserve Fund to an amount equal to the Reserve Requirement and to pay 
Administrative Expenses. Pursuant to the Rate and Method. Special Tax A on Developed Property will 
always be levied at the maximum annual rates required to pay fhe Special Tax Requirement for Facilities. 
However. the amount of Special Tax A that may be levied against each category of Final Mapped 
Property and Undeveloped Property is subject to the maximum tax rate set forfh in the Rate and Method. 
In the event of significant Special Tax delinquencies. fhere is no assurance fhat said maximum tax rates 
would be sufficient to pay the amounts required to be paid pursuant to the Indenture. 

Furthermore. pursuant to the Rate and Method. and also pursuant to Section 5332l(d) of fhe 
Government Code. the special tax levied against any Assessor's parcel for which an occupancy permit for 
private residential use has been issued shall not be increased as a consequence of delinquency or default 
by fhe owner of any other Assessor's parcel within Improvement Area No. 1 by more than 10% above the 
amount that would have been levied in that Fiscal Year had fhere never been any such delinquencies or 
defaults. As a result. it is possible that fhe District may not be able to increase the tax levy to a level 
sufficient to collect Special Tax A in the amount specified in the Rate and Method in all years. However. 
subject to the limitations on the District's ability to levy the necessary amount of Special Taxes as 
imposed by the Rate and Mefhod and by Section 5332l(d) of the Government Code. the District can levy 
Special Taxes on Undeveloped Property. Final Mapped Property. Taxable Public Property. and Taxable 
Homeowners Association Property (as defined in the Rate and Method) to make up all or a portion of any 
shortfall in the Special Tax levy. See "The District and Improvement Area No. 1 - Rate and Method of 
Apportionment of Special Tax" and Appendix E - "Rate and Mefhod of Apportionment of Special Tax." 
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Insufficiency of Special Tax Revenues 

In order to pay debt service on the Series 2018A Bonds, it is necessary that the Special Taxes 
levied against land within Improvement Area No. I be paid in a timely manner. Should the Special Taxes 
not be paid on time, the Reserve Fund may provide funds to pay debt service on the Series 2018A Bonds 
to the extent other funds are not available therefore. Although the District may levy the Special Taxes in 
an amount sufficient to replenish the Reserve Fund, the levy would be subject to the maximum annual 
Special Tax A rates set forth in the Rate and Method and the limitation in the Act on increasing the 
Special Tax A levy on property in residential use by no more than ten percent (10%) as a consequence of 
delinquencies in the payment of Special Taxes. See "The District and Improvement Area No. I - Rate 
and Method of Apportionment of Special Tax." As discussed below, Net Special Tax Revenues could be 
insufficient to pay the Series 2018A Bonds either due to nonpayment of the amounts levied or in the 
event that acreage within Improvement Area No. I were to become exempt from taxation due to title 
being transferred to a public agency. 

The Act provides that, if any property within Improvement Area No. I not otherwise exempt 
from the Special Tax is acquired by a public entity through a negotiated transaction, or by gift or devise, 
the Special Tax will continue to be levied on and enforceable against the public entity that acquired the 
property. The Series 2018A Bondowners will be dependent on the ability and/or willingness of the public 
entity to pay the Special Tax levied on such property when due. In addition, the Act provides that, if 
property subject to the Special Tax is acquired by a public entity through eminent domain proceedings, 
the obligation to pay the Special Tax with respect to that property is to be treated as if it were a special 
assessment and be paid from the eminent domain award. The constitutionality and operation of these 
provisions of the Act have not been tested. If for any reason property subject to the Special Tax becomes 
exempt from taxation by reason of ownership by a non-taxable entity such as the federal government, or 
another public agency, subject to the limitation of the maximum authorized rate of levy, the Special Tax 
will be reallocated to the remaining taxable properties within Improvement Area No. I, but in no case 
more than the maximum authorized Special Tax for such properties. If a substantial portion of land within 
Improvement Area No. I became exempt from the Special Tax because of public ownership or otherwise, 
the maximum Special Tax which could be levied upon the remaining acreage might not be sufficient to 
pay principal of and interest on the Series 2018A Bonds when due and a default may occur with respect to 
the payment of such principal and interest. 

The District has covenanted to institute foreclosure proceedings under specified circumstances to 
sell property with delinquent Special Taxes in order to obtain funds to pay debt service on the Series 
2018A Bonds. If foreclosure proceedings were ever instituted, any mortgage or deed of trust holder could, 
but would not be required to, advance the amount of delinquent Special Taxes to protect its security 
interest. See "Security for the Series 2018A Bonds - Covenant for Superior Court Foreclosure" for 
provisions which apply in the event foreclosure is required and which the District is required to follow in 
the event of delinquency in the payment of Special Taxes. In the event such superior court foreclosure or 
foreclosures are necessary, there could be a delay in payments to Bondowners pending prosecution of the 
foreclosure sale, if the Reserve Fund were depleted. 

No assurances can be given that the real property subject to foreclosure and sale at a judicial 
foreclosure sale will be sold, or, if sold, that the proceeds of such sale will be sufficient to pay any 
delinquent Special Taxes. Although the Act authorizes the District to cause such an action to be 
commenced and diligently pursued to completion, the Act does not specify the obligations of the District 
with regard to purchasing or otherwise acquiring any lot or parcel of property sold at the execution sale 
pursuant to the judgment in any such action if there is no other purchaser at such sale. 
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Special Tax Delinquencies 

Special Tax A will be billed to properties within Improvement Area No. I on the ad valorem 
property tax bills sent to owners of such properties by the County. Such Special Tax A installments will 
be due and payable and bear fhe same penalties and interest for non-payment. as do ad valorem property 
tax installments. 

Significant delinquencies in fhe payment of annual Special Tax instalhnents. or delays in the 
prosecution of foreclosure proceedings to collect such Special Taxes. could result in the depletion of the 
Reserve Fund and default in payment of debt service on the Series 2018A Bonds. See "Security for fhe 
Series 2018A Bonds - Covenant for Superior Court Foreclosure.'' for a discussion of the provisions that 
apply, and the procedures that the District is obligated to follow, under fhe Indenture in the event of 
delinquencies in the payment of Special Taxes. See"- Property Interest of Government Agencies; Federal 
Deposit Insurance Corporation" and"- Bankruptcy and Foreclosure Delays" for a discussion of the policy 
of the Federal Deposit Insurance Corporation regarding the payment of special taxes and limitations on 
fhe District's ability to foreclose on the lien of the Special Taxes in certain circumstances. 

Ofher laws generally affecting creditors' rights or relating to judicial foreclosure may affect fhe 
ability to enforce payment of Special Taxes or the timing of enforcement of Special Taxes. For example, 
fhe Soldiers and Sailors Civil Relief Act of 1940 affords protections such as a stay in enforcement of the 
foreclosure covenant, a six month period after termination of such military service to redeem property 
sold to enforce the collection of a tax or assessment and a limitation on the interest rate on the delinquent 
tax or assessment to persons in military service if the court concludes the ability to pay such taxes or 
assessments is materially affected by reason of such service. 

Collection of One-Time Special Tax 

The Developer does not anticipate fhat the One-Time Special Tax will ever be levied. However, 
were the One-Time Special Tax to be levied, the proceeds of such levy would be used to redeem Series 
2018A Bonds in an amount sufficient to provide for a debt service coverage ratio of at least 110%. Failure 
of property owners to pay fhe One-Time Special Tax could result in a debt service coverage ratio below 
110%. See, "Security for the Series 2018A Bonds - Pledge of Net Special Tax Revenues." Delinquencies 
in the payment of the One-Time Special Tax are subject to the same procedures and penalties as 
delinquencies in payment of Special Tax A. See"- Special Tax Delinquencies" above. 

Bankruptcy and Foreclosure Delays 

The payment of Special Taxes and the ability of the District to foreclose the lien of a delinquent 
unpaid Special Tax, as discussed in the section herein entitled "Security for fhe Series 2018A Bonds -
Covenant for Superior Court Foreclosure," may be limited by bankruptcy, insolvency, or other laws 
generally affecting creditors' rights or by the laws of the State relating to judicial foreclosure. In addition, 
fhe prosecution of a foreclosure could be delayed due to crowded local court calendars or legal delaying 
tactics. 

The various legal opinions to be delivered concurrently with the delivery of the Series 2018A 
Bonds (including Bond Counsel's approving legal opinion) will be qualified as to the enforceability of the 
various legal instruments by bankruptcy, reorganization, insolvency or ofher similar laws affecting fhe 
rights of creditors generally. 

Regardless of the priority of the Special Taxes securing the Series 2018A Bonds over non
goverumental liens on a parcel, the exercise by the District of the foreclosure and sale remedy may be 
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forestalled or delayed by bankruptcy, reorganization, insolvency, or other similar proceedings of fhe 
owner of, or anyone else who claims an interest in, a parcel. The federal bankruptcy laws provide for an 
automatic stay of foreclosure and sale proceedings, fhereby delaying such proceedings perhaps for an 
extended period. Delay in exercise of remedies or the institution of bankruptcy proceedings may cause 
Special Tax collections to be insufficient to pay debt service on the Series 2018A Bonds. 

Further, should remedies be exercised under the bankruptcy law against a parcel, payment of 
Special Taxes may be subordinated to other claims in fhe bankruptcy proceedings. Thus, certain claims 
may have priority over a claim for unpaid Special Taxes, even though, in the absence of the bankruptcy 
proceedings, no such priority would exist. 

The Act provides that the Special Taxes are secured by a continuing lien which is subject to the 
same lien priority in the case of delinquency as ad valorem property taxes. Pursuant to the Bankruptcy 
Abuse Prevention and Consumer Protection Act of 2005, P.L. 109-8, the lien for special taxes established 
after fhe filing of a petition in bankruptcy will be treated thereafter as a lien for ad valorem taxes. 
However, fhe amount of any such lien on property with delinquent Special Taxes could be reduced if fhe 
value of the property were determined by the bankruptcy court to have become less than the amount of 
fhe lien. The amount of the delinquent Special Taxes in excess of the reduced lien would then be treated 
as an unsecured claim by the court. 

Any prohibition of or delay in the enforcement of the Special Tax lien would increase the 
likelihood of a delay or default in payment of fhe principal of and interest on the Series 2018A Bonds. 
Because a substantial portion of fhe taxable property in Improvement Area No. 1 is initially owned by the 
Developer, fhe payment of Special Taxes and the ability of the District to foreclose the lien of a 
delinquent unpaid Special Tax could be substantially curtailed by bankruptcy, insolvency, or other laws 
generally affecting creditors' rights or by the laws of the State relating to judicial foreclosure. No 
assurances can be given that any financial difficulties experienced by the Developer will not adversely 
affect the completion of fhe Development. 

Direct and Overlapping Indebtedness 

The ability of an owner of land within Improvement Area No. 1 to pay the Special Taxes could be 
affected by the existence of other taxes and assessments imposed upon fhe property. In addition, other 
public agencies whose boundaries overlap fhose of Improvement Area No. 1 could, without fhe consent of 
fhe District, and in certain cases without the consent of the owners of the land within Improvement Area 
No. 1, impose additional taxes or assessment liens on the property within Improvement Area No. 1 in 
order to finance public improvements to be located inside of or outside of Improvement Area No. I. The 
lien created on the property within Improvement Area No. 1 through the levy of such additional taxes or 
assessments may be on a parity with fhe lien of the Special Taxes. 

Table 10 below sets forth the current direct and overlapping debt on the property in Improvement 
Area No. 1, as reported by the Special Tax Consultant, and assumes the issuance of the Series 2018A 
Bonds: 
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Table 10 
Community Facilities District No. 2008-01 (Harmony Grove Village) 
County of San Diego, State of California (Improvement Area No. 1) 

Direct and Overlapping Debt 

I. Appraised Value 
rl _A_p_p_r_a-is_e_d_V_al_u_e_a_s_o_f_S_e_p_te_m_b-er_l_O_, 2_0_1_7----------~ 

II. Secured Property Taxes 

Description on Tax Bill 

Metropolitan Water District General Obligation Bonds 

Palomar Community College District General Obligation Bonds 

Escondido Union High School District General Obligation Bonds 

Escondido Union School District General Obligation Bonds 

Palomar Pomerado Health System District General Obligation Bonds 

San Diego County Community Facilities District No. 2008-1, I.A No. 1 Harmony Grove 

TOT AL DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT 

OVERLAPPING GENERAL FUND DEBT: 

Outstanding Direct and Overlapping Bonded Debt 

San Diego County General Fund Obligations 

San Diego County Pension Obligation Bonds 

San Diego County Superintendent of Schools Obligations 

Palomar Community College District Certificates of Participation 

Escondido Union High School District Certificates of Participation 

Escondido Union School District Certificates of Participation 

Escondido Union School District Benefit Obligation Bonds 

TO TAL OVERLAPPING GENERAL FUND DEBT 

COMBINED TOTAL DEBT ClJ 

Ratios to 2017-18 Appraised Value 

Direct Debt 

Total Direct and Overlapping Tax and Assessment Debt 

Combined Total Debt 

% Applicable 

0.004% 

0.091% 

0.559% 

0.579% 

0.132% 

100.000% 

% Applicable 

8.47:1 

8.05:1 

0.021% 

0.021% 

0.021% 

0.091% 

0.559% 

0.579% 

0.579% 

$1so,908,682 1 

Debt 9/1/17 

$ 2,812 

560,313 

493,832 

489,013 

564,679 

15,710,000 

$17,820,649 

Debt 9/1/17 

$ 89,037 

170,785 

3,504 

4,289 

454,778 

137,933 

68,821 

$929,147 

$18,749,796 

Cl) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue bonds and non-bonded capital lease 
obligations. 

Source: Willdan Financial Services. 

Hazardous Materials 

While government taxes, assessments and charges are a common claim against the value of a 
taxed parcel, other less common claims may be relevant. One of the most serious in terms of the potential 
reduction in the value that may be realized to pay the Special Tax is a claim with regard to a hazardous 
substance. In general, the owners and operators of a taxed parcel may be required by law to remedy 
conditions of the parcel relating to releases or threatened releases of hazardous substances. The federal 
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Comprehensive Environmental Response, Compensation and Liability Act of 1989, sometimes referred to 
as "CERCLA" or "Superfund Act," is one such law, but California laws with regard to hazardous 
substances are also stringent and somewhat similar. Under many of these laws, the owner (or operator) is 
obligated to remediate hazardous substances on, under or about the property whether or not the owner (or 
operator) has anything to do with creating or handling the hazardous substance; however, an owner ( or 
operator) who is not at fault may seek recovery of its damages from the actual wrongdoer. The effect, 
therefore, should any of the taxed parcels be affected by a hazardous substance, may be to reduce the 
marketability and value of the parcel, because the purchaser, upon becoming an owner, may become 
obligated to remedy the condition just as is the seller. 

Geologic, Topographic and Climatic Conditions 

The market value of the land and improvements within Improvement Area No. I can be adversely 
affected by factors which may affect infrastructure and other public improvements in Improvement Area 
No. I, and the private improvements to the parcels in Improvement Area No. I and the continued 
usability of such private improvements. These factors include, without limitation, geologic conditions 
(such as earthquakes), topographic conditions (such as earth movements) and climatic conditions (such as 
floods, droughts and fire hazard). 

The Appraisal states that, per the California Department of Conservation, Improvement Area No. 
I is not located within an Alquist Priolo Earthquake Study Zone and is not within one-half mile of an 
active fault. Also according to the Appraisal, most of Improvement Area No. I is identified as within 
Zone X (areas of minimal flooding) and doesn't require flood insurance, but portions south of Harmony 
Grove Road and the area of Escondido Creek are designated X500 or AE that are within either the I 00- or 
500-year floodway. 

However, like other areas of Southern California, property in Improvement Area No. I is subject 
to the risk of major earthquake damage. Known active faults that could cause significant ground shaking 
in Improvement Area No. I include, but are not limited to, the Elsinore and Rose Canyon faults. It should 
be assumed, therefore, that an earthquake or one or more of such other conditions may occur and may 
cause damage to improvements on parcels in Improvement Area No. I of varying seriousness, that such 
damage may entail significant repair or replacement costs and that repair or replacement may never occur 
either because of the cost or because repair or replacement will not facilitate usability or because other 
considerations may preclude such repair or replacement. Consequently, the occurrence of any of these 
conditions could result in a significant decrease in the market value of property in Improvement Area No. 
I or in such property becoming unmarketable. 

In recent years, portions of Southern California, including the County and adjacent counties, have 
experienced wildfires that have burned thousands of acres and destroyed thousands of homes and 
structures. North San Diego County, in which Improvement Area No. I is located, has previously 
experienced large scale wildfires that resulted in the destruction of homes and businesses. In May 2014, 
the Cocos Fire burned over 2,000 acres and destroyed approximately 36 homes, including homes and 
structures located in the Harmony Grove Spiritual Center located immediately south of Improvement 
Area No. I. In December 2017, the Lilac Fire, located near the community of Bonsall, approximately 17 
miles northwest of Improvement Area No. I, burned approximately 4,100 acres and destroyed over 150 
structures. Improvement Area No. I is surrounded by open space areas, which could present a risk of 
wildfires. Property damage due to wildfire could result in a significant decrease in the market value of 
property in Improvement Area No. I and in the ability or willingness of property owners to pay Special 
Taxes. 
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Property Interest of Government Agencies; Federal Deposit Insurance Corporation 

The District's ability to collect interest and penalties specified by State law and to foreclose the 
lien of a delinquent Special Tax payment may be limited in certain respects with regard to properties in 
which the Internal Revenue Service, the Drug Enforcement Agency, the Federal Deposit Insurance 
Corporation (the "FDIC") or other similar federal agencies have or obtain an interest. 

General, The supremacy clause of the United States Constitution reads as follows: "This 
Constitution, and the Laws of the United States which shall be made in Pursuance thereof; and all Treaties 
made, or which shall be made, under the Authority of the United States, shall be the supreme Law of the 
Land; and the Judges in every State shall be bound thereby, any Thing in the Constitution or Laws of any 
State to the contrary notwithstanding." The foregoing is generally interpreted to mean that, unless the 
United S !ates Congress has otherwise provided, if a federal governmental entity owns a parcel that is 
subject to Special Taxes within Improvement Area No. I but does not pay taxes and assessments levied 
on the parcel (including the Special Taxes), the applicable State and local governments cannot foreclose 
on the parcel to collect the delinquent taxes and assessments. Moreover, unless the United States 
Congress has otherwise provided, if the federal government has a mortgage interest in the parcel and the 
District wishes to foreclose on the parcel as a result of delinquent Special Taxes, the property cannot be 
sold at a foreclosure sale unless it can be sold for an amount sufficient to pay delinquent taxes and 
assessments on a parity with the Special Taxes and preserve the federal government's mortgage interest. 
In Rust v. Johnson 597 F.2d 174 (9th Cir. 1979), the United States Court of Appeal, Ninth Circuit (the 
"Ninth Circuit"), held that the Federal National Mortgage Association ("FNMA") is a federal 
instrumentality for purposes of this doctrine, and not a private entity, and that, as a result, an exercise of 
state power over a mortgage interest held by FNMA constitutes an exercise of state power over property 
of the United S !ates. 

The District has not undertaken to determine whether any federal governmental entity currently 
has, or is likely to acquire, any interest (including a mortgage interest) in any of the parcels subject to the 
Special Taxes, and therefore expresses no view concerning the likelihood that the risks described above 
will materialize while the Bonds are outstanding. 

FDIC. In the event that any financial institution making any loan which is secured by real 
property within Improvement Area No. I is taken over by the FDIC, and prior thereto or thereafter the 
loan or loans go into default, resulting in ownership of the property by the FDIC, then the ability of the 
District to collect interest and penalties specified by State law and to foreclose the lien of delinquent 
unpaid Special Taxes may be limited. The FDIC's policy statement regarding the payment of state and 
local real property taxes (the "Policy Statement") provides that real property owned by the FDIC is 
subject to state and local real property taxes only if those taxes are assessed according to the property's 
value, and that the FDIC is immune from real property taxes assessed on any basis other than property 
value. According to the Policy Statement, the FDIC will pay its proper tax obligations when they become 
due and payable and will pay claims for delinquent property taxes as promptly as is consistent with sound 
business practice and the orderly administration of the institution's affairs, unless abandonment of the 
FDIC's interest in the property is appropriate. The FDIC will pay claims for interest on delinquent 
property taxes owed at the rate provided under state law, to the extent the interest payment obligation is 
secured by a valid lien. The FDIC will not pay any amounts in the nature of fines or penalties and will not 
pay nor recognize liens for such amounts. If any property taxes (including interest) on FDIC owned 
property are secured by a valid lien (in effect before the property became owned by the FDIC), the FDIC 
will pay those claims. The Policy Statement further provides that no property of the FDIC is subject to 
levy, attachment, garnishment, foreclosure or sale without the FDIC's consent. In addition, the FDIC will 
not permit a lien or security interest held by the FDIC to be eliminated by foreclosure without the FDIC's 
consent. 
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The Policy Statement states that the FDIC generally will not pay non ad valorem taxes, including 
special assessments, on property in which it has a fee interest unless the amount of tax is fixed at the time 
that the FDIC acquires its fee interest in the property, nor will it recognize the validity of any lien to the 
extent it purports to secure the payment of any such amounts. Special taxes imposed under the Act and a 
Rate and Method which determines the special tax due each year, are specifically identified in the Policy 
Statement as being imposed each year and therefore covered by the FDIC's federal immunity. The Ninth 
Circuit issued a ruling on August 28, 2001 in which it determined that the FDIC, as a federal agency, is 
exempt from special taxes levied pursuant to the Act. 

The District is unable to predict what effect the application of the Policy Statement would have in 
the event of a delinquency with respect to a parcel in which the FDIC has an interest, although prohibiting 
the lien of the FDIC to be foreclosed on at a judicial foreclosure sale would likely reduce the number of or 
eliminate the persons willing to purchase such a parcel at a foreclosure sale. Owners of the Series 2018A 
Bonds should assume that the District will be unable to foreclose on any parcel owned by the FDIC. Such 
an outcome could cause a draw on the Reserve Fund and perhaps, ultimately, a default in payment of the 
Series 2018A Bonds. The District has not undertaken to determine whether the FDIC currently has, or is 
likely to acquire, any interest in any of the parcels, and therefore expresses no view concerning the 
likelihood that the risks described above will materialize while the Series 2018A Bonds are outstanding. 

Disclosure to Future Property Owners or Lenders 

The District has recorded a Notice of Special Tax Lien in the Office of the County Recorder. 
While title insurance and search companies normally refer to such notices in title reports, there can be no 
guarantee that such reference will be made or, if made, that a prospective purchaser or lender will 
consider the Special Tax obligation imposed on parcels in Improvement Area No. I in the purchase of 
property or the lending of money thereon. Under the Act, the Developer will also have an obligation to 
disclose the existence of the Special Taxes to homebuyers. Failure to disclose the existence of the Special 
Tax may affect the willingness and ability of future owners of property within Improvement Area No. I to 
pay the Special Tax when due. 

Non-Cash Payments of Special Taxes 

Under the Act, the District may reserve to itself the right and authority to allow the owner of any 
taxable parcel to tender a Bond in full or partial payment of any installment of the Special Taxes or the 
interest or penalties thereon. A Bond so tendered is to be accepted at par and credit is to be given for any 
interest accrued thereon to the date of the tender. Thus, if Bonds can be purchased in the secondary 
market at a discount, it may be to the advantage of an owner of a taxable parcel to pay the Special Tax 
applicable thereto by tendering a Bond. Such a practice would decrease the cash flow available to the 
District to make payments with respect to any Series 2018A Bonds then outstanding; and, unless the 
practice was limited by the District, the Special Tax paid in cash could be insufficient to pay the debt 
service due with respect to the Series 2018A Bonds. In order to provide some protection against the 
potential adverse impact on cash flows which might be caused by the tender of Bonds in payment of the 
Special Tax, the Indenture includes a covenant pursuant to which the District will not authorize owners of 
taxable parcels to satisfy Special Tax obligations by the tender of Bonds unless the District shall have first 
obtained a report of an Independent Financial Consultant certifying that doing so would not result in the 
District having insufficient Net Special Tax Revenues to pay the principal of and interest on all 
Outstanding Bonds when due. 
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Payment of the Special Tax is not a Personal Obligation of the Owners 

An owner of a property is not personally obligated to pay the Special Tax. The Special Tax is an 
obligation which is secured only by a lien against fhe property on which it is levied. If the value of a 
taxable parcel is not sufficient, taking into account other liens imposed by public agencies, to secure fully 
fhe payment of the Special Tax, fhe District has no recourse against the owner. See "Special Risk Factors 
- Direct and Overlapping Indebtedness" for a table showing overlapping indebtedness payable from taxes 
to be levied on parcels in Improvement Area No. I. 

Limitations on Remedies 

Remedies available to the owners of the Series 2018A Bonds may be limited by a variety of 
factors and may be inadequate to assure the timely payment of principal of and interest on the Series 
2018A Bonds or to preserve the tax-exempt status of the Series 2018A Bonds. 

Bond Counsel has limited its opinion as to the enforceability of the Series 2018A Bonds and of 
fhe Indenture to the extent that enforceability may be limited by bankruptcy, insolvency, reorganization, 
moratorium, fraudulent conveyance or transfer, or other similar laws affecting creditors' rights generally, 
by the exercise of judicial discretion in accordance with general principles of equity or otherwise in 
appropriate cases and by limitations on remedies against public agencies in the State of California. The 
lack of availability of certain remedies or the limitation of remedies may entail risks of delay, limitation 
or modification of the rights of the owners of the Series 2018A Bonds. 

Loss of Tax Exemption 

As discussed under the caption "Concluding Information - Tax Matters" herein, interest on fhe 
Series 2018A Bonds could become includable in gross income for purposes of federal income taxation 
retroactive to the date the Series 2018A Bonds were issued, as a result of future acts or omissions of the 
District in violation of its covenants in the Indenture. Should such an event of taxability occur, fhe Series 
2018A Bonds are not subject to a special redemption and will remain outstanding until maturity or until 
redeemed under one of the other redemption provisions contained in fhe Indenture. 

In addition, legislation affecting the tax exemption of interest on the Series 2018A Bonds may be 
considered by the United States Congress and the State legislature. Federal and state court proceedings 
and the outcome of such proceedings could also affect the tax exemption of interest on the Series 2018A 
Bonds. No assurance can be given that legislation enacted or proposed, or actions by a court, after fhe 
date of delivery of the Series 2018A Bonds will not have an adverse effect on the tax exemption of 
interest on fhe Series 2018A Bonds or the market value of the Series 2018A Bonds. 

Proposition 218 

An initiative measure commonly referred to as fhe "Right to Vote on Taxes Act" (the "Initiative") 
was approved by the voters of the State at the November 5, 1996 general election. The Initiative added 
Articles XIIIC and Article XIIID to fhe State Constitution. According to the "Title and Summary" of the 
Initiative prepared by the State Attorney General, the Initiative limits "fhe authority of local governments 
to impose taxes and property-related assessments, fees and charges." The Initiative could potentially 
impact fhe Special Taxes available to the County to pay the principal of and interest on the Series 2018A 
Bonds as described below. 

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

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

Accordingly. although the matter is not free from doubt. it is likely that the Initiative has not 
conferred on the voters the power to repeal or reduce the Special Taxes if such reduction would interfere 
with the timely retirement of the Series 2018A Bonds. 

It may be possible. however. for voters within Improvement Area No. I or fhe Board of 
Supervisors. acting as the legislative body of the District. to reduce fhe Special Taxes in a manner which 
does not interfere with the timely repayment of the Series 2018A Bonds. but which does reduce the 
maximum amount of Special Taxes fhat may be levied in any year below the existing levels. Furthermore. 
no assurance can be given with respect to the future levy of fhe Special Taxes in amounts greater fhan the 
amount necessary for fhe timely retirement of the Series 2018A Bonds. Therefore. no assurance can be 
given with respect to fhe levy of Special Taxes for Administrative Expenses. Nevertheless. to the 
maximum extent that the law permits it to do so. the District has covenanted not to initiate proceedings 
under fhe Act to modify the Rate and Method if such modification would adversely affect the security for 
the Series 2018A Bonds. If an initiative is adopted that purports to modify the Rate and Method in a 
manner fhat would adversely affect the security for the Series 2018A Bonds. the District shall. to the 
extent permitted by law. commence and pursue reasonable legal actions to prevent fhe modification of the 
Rate and Mefhod in a manner fhat would adversely affect the security for fhe Series 2018A Bonds. No 
assurance can be given as to fhe enforceability of the foregoing covenants. 

The interpretation and application of the Initiative will ultimately be determined by fhe courts 
with respect to a number of the matters discussed above. and it is not possible at fhis time to predict with 
certainty the outcome of such determination or the timeliness of any remedy afforded by the courts. See 
"- Limitations on Remedies." 

Secondary Markets and Prices 

The Underwriters will not be obligated to repurchase any of fhe Series 2018A Bonds. and no 
representation is made concerning fhe existence of any secondary market for the Series 2018A Bonds. No 
assurance can be given that any secondary market will develop following the completion of the offering 
of fhe Series 2018A Bonds. and no assurance can be given fhat the initial offering prices for fhe Series 
2018A Bonds will continue for any period of time. 

Although the District and the Developer have committed to provide certain ongoing financial and 
operating information (see "Concluding Information - Continuing Disclosure"). fhere can be no assurance 
that such information will be available to owners of the Series 2018A Bonds on a timely basis. The failure 
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to provide the required information does not give rise to monetary damages but only an action for specific 
performance. Occasionally. because of general market conditions. lack of current information. or the 
absence of a credit rating for bonds. or because of adverse history or economic prospects associated with 
a particular bond issue. secondary marketing practices in connection with a bond issue are suspended or 
terminated. Also. prices of bond issues for which a market may be made will depend upon current 
circumstances. and could be substantially different from the original purchase price. 

IRS Audit of Tax-Exempt Issues 

The Internal Revenue Service (fhe "IRS") has initiated an expanded program for the auditing of 
tax-exempt issues. including both random and targeted audits. It is possible that the Series 2018A Bonds 
will be selected for audit by the IRS. It is also possible that the market value of the Series 2018A Bonds 
might be affected as a result of such an audit of the Series 2018A Bonds (or by an audit of similar 
obligations). See "Concluding Information - Tax Matters." 

No Acceleration Provision 

The Series 2018A Bonds do not contain a provision allowing for the acceleration of the unpaid 
principal of the Series 2018A Bonds in the event of a payment default or ofher default under fhe terms of 
fhe Series 2018A Bonds or the Indenture. 

Funds Invested in the County Investment Pool 

On January 24. 1996. the United States Bankruptcy Court for fhe Central District of California 
held that a State statute providing for a priority of distribution of property held in trust conflicted wifh. 
and was preempted by. federal bankruptcy law. In that case. the court addressed the priority of the 
disposition of moneys held in a county investment pool upon bankruptcy of the county. Prior to 
distribution of the Special Taxes to the District. such funds may be invested in an account established on 
behalf of the County in the County investment pool. Amounts held by the Trustee under the Indenture 
may also be invested in the County investment pool. In the event of a petition of or fhe adjustment of 
County debts under Chapter 9 of the United States Bankruptcy Code. a court might hold that fhe Series 
2018A Bond Owners do not have a valid and/or prior lien on the Special Taxes or debt service payments 
where such amounts are deposited in the County investment pool and may not provide the Series 2018A 
Bond Owners with a priority interest in such amounts. In that circumstance. unless the Series 2018A 
Bond Owners could "trace" the funds that have been deposited in the County investment pool. the Series 
2018A Bond Owners would be unsecured (rather fhan secured) creditors of the County. There can be no 
assurance that the Series 2018A Bond Owners could successfully so trace the Special Taxes or debt 
service payments. 

Potential Early Redemption of Series 2018A Bonds from Special Tax A Prepayments and One
Time Special Tax Payments. 

Property owners within Improvement Area No. I are permitted to prepay fheir Special Tax A 
obligation at any time. The Rate and Method also provides for the levy of the One-Time Special Tax. 
Such payments and prepayments will result in a redemption of Series 2018A Bonds following fhe receipt 
of the payment or prepayment. See "The Series 2018A Bonds - Redemption - Mandatory Redemption 
from Special Tax A Prepayments and Payments of One-Time Special Tax." There have been two 
prepayments of Special Tax A in Improvement Area No. I to date. 
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Ballot Initiatives 

The Initiative was adopted pursuant to measures qualified for the ballot pursuant to the State's 
Constitutional initiative process and the State Legislature has in the past enacted legislation which has 
altered the spending limitations or established minimum funding provisions for particular activities. On 
March 6, 1995, in the case of Rossi v. Brown, fhe State Supreme Court held that an initiative can repeal a 
tax ordinance and prohibit the imposition of further such taxes and that fhe exemption from the 
referendum requirements does not apply to initiatives. From time to time, other initiative measures could 
be adopted by State voters or legislation enacted by the State Legislature. The adoption of any such 
initiative or legislation might place limitations on the ability of the State, the County or local districts to 
increase revenues or appropriations or on the ability of the property owners within Improvement Area No. 
I to complete the remaining proposed development. See "-Failure to Develop Properties; Government 
Approvals." 

Tax Cuts and Jobs Act 

H.R. I of fhe I 15th U.S. Congress, known as fhe "Tax Cuts and Jobs Act," (Pub. L. No. 115-97 
(2017)) (fhe "Tax Act") was enacted into law on December 22, 2017. The Tax Act makes significant 
changes to many aspects of the Code. The Tax Act reduces the amount of mortgage interest expense and 
state and local income tax and property tax expense that individuals may deduct from their gross income 
for federal income tax purposes. Bofh of fhese limitations may have the effect of increasing the cost of 
home ownership wifhin Improvement Area No. I. The Tax Act provides fhat, in the case of taxable years 
beginning after December 31, 2017 and before January I, 2026, a taxpayer may deduct interest expense 
on no more than $750,000 in mortgage indebtedness incurred on or after December 15, 2017 on a 
qualifying home. Prior law allowed a deduction of interest expense on no more than $1,000,000 in 
mortgage indebtedness, and $100,000 in home equity indebtedness. The Tax Act suspends the mortgage 
interest deduction with respect to interest on home equity indebtedness for tax years beginning after 
December 31, 2017, and before January I, 2026. Under prior law, individuals were permitted to deduct 
state and local income and property tax expense, or could elect to deduct sales tax expense in lieu of 
deducting income tax expense. The Tax Act limits the aggregate amount of state and local income and 
property taxes (or sales taxes) that may be deducted to $10,000 for fhe tax years beginning after 
December 31, 2017 and before January I, 2026. According to the Absorption Consultant, about six 
percent of homes in Improvement Area No. I are likely to have mortgages in excess of $750,000 
(assuming a ten percent down payment). The estimated annual property tax liability on the three home 
types sampled in Table 6 varies between $9,745.11 and $11,617.56. See "The District and Improvement 
Area No. I - Rate and Method of Apportionment of Special Tax - Estimated Sample Tax Bills." The 
County and fhe District cannot predict what effect the Tax Act may have on fhe cost of home ownership 
or fhe price of homes in Improvement Area No. I, or on the ability or willingness of homeowners to pay 
Special Taxes or property taxes. 

CONCLUDING INFORMATION 

Continuing Disclosure 

The District, pursuant to the District Continuing Disclosure Agreement, and fhe Developer, 
pursuant to fhe Developer Continuing Disclosure Agreement, have each agreed to provide certain 
financial information and operating data on an annual basis, and to provide notices of the occurrence of 
certain enumerated events. In addition, fhe Developer has agreed to provide mid-year reports. See 
Appendix H - "Form of District Continuing Disclosure Agreement" and Appendix I - "Form of 
Developer Continuing Disclosure Agreement." The covenants in the District Continuing Disclosure 
Agreement have been made by the District in order to assist the Underwriters in complying with the Rule. 
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The Underwriters do not consider the Developer to be an "obligated person" with respect to the Series 
2018A Bonds for purposes of the Rule. The Developer Continuing Disclosure Agreement shall terminate 
at such time as the Developer and its Affiliates (as defined therein) are collectively responsible for less 
than 20% of the Special Taxes. In addition. the Developer's Continuing Disclosure Agreement may 
terminate in certain other circumstances, as described in the Developer Continuing Disclosure Agreement. 

A failure by the District or the Developer to comply with its respective continuing disclosure 
obligations will not constitute a default under the Indenture. However, the Continuing Disclosure 
Agreements provide that, in the event of a failure of the District or the Developer, as applicable, to 
comply with any provision of their respective Continuing Disclosure Agreement, any Series 2018A Bond 
owner, any Beneficial Owner, the Trustee or the Underwriters may take such actions as may be necessary 
and appropriate, including seeking mandate or specific performance by court order, to cause the District 
or the Developer to comply with its obligations under its respective Continuing Disclosure Agreement. 
The sole remedy under each Continuing Disclosure Agreement in the event of any failure of the District 
or the Developer to comply with its respective Continuing Disclosure Agreement is an action to compel 
performance. 

The District has not had any prior continuing disclosure obligations under the Rule. The County 
will assist the District in preparing its continuing disclosure reports. Pursuant to the District Continuing 
Disclosure Agreement, Willdan Financial Services will serve as the initial dissemination agent, and the 
County intends to engage a third-party administrator to prepare the annual report required by the District 
Continuing Disclosure Agreement. 

Neither the District nor the County has undertaken to determine whether the Developer is an 
obligated person under Rule 15c2-12. Neither the District nor the County has participated in the 
preparation, negotiation or implementation of the Developer Continuing Disclosure Agreement. Neither 
the District nor the County takes any responsibility for the adequacy of the Developer Continuing 
Disclosure Agreement for its intended purpose. None of the District, the County or the Trustee is a party 
to the Developer Continuing Disclosure Agreement, and none of the District, the County or the Trustee 
has any obligation or right to monitor or enforce compliance by the Developer with its obligations under 
the Developer Continuing Disclosure Agreement. 

On October I, 2015, the Developer merged with The Ryland Group, Inc., a Maryland corporation 
("Ryland Group"), with the Developer being the surviving entity (the "Merger"). The Developer's San 
Diego division is responsible for complying with the Developer's obligations under the Developer 
Continuing Disclosure Agreement. Except as described in the next paragraph, for the past five years, the 
Developer has not failed to comply in all material respects with any previous continuing disclosure 
undertakings for which any of the Developer's California divisions have been responsible. This 
representation does not include any continuing disclosure obligations entered into by other divisions of 
the Developer or by the Ryland Group or its subsidiaries prior to the Merger. 

On September 30, 2013, the Developer filed a Semi-Annual Report pursuant to the Major 
Developer Continuing Disclosure Agreement, dated June I, 2006 (the "2006 Disclosure Agreement"), in 
connection with the issuance of the Poway Unified School District Community Facilities District No. 14 
(Del Sur) Improvement Area A 2006 Special Tax Bonds (the "2006 Bonds"). Pursuant to the terms of the 
2006 Disclosure Agreement, the Developer was not required to file a Semi-Annual Report once property 
it owned was no longer responsible for payment of 15% or more of the special taxes securing the 2006 
Bonds. Pursuant to the terms of the 2006 Disclosure Agreement, the Developer should have filed a 
Notice to Repositories of Termination of Reporting Obligations (the "Notice") rather than a Semi-Annual 
Report. The Developer failed to file a Semi-Annual Report or Notice prior to the April I, 2014 Report 
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Date. On May 22. 2014. the Developer filed the Notice and the Developer has no further obligations 
under the 2006 Disclosure Agreement. 

Absence of Litigation 

The District. At the time of delivery of and payment for fhe Series 2018A Bonds. fhe District will 
deliver a certificate to the effect that fhere is no action. suit. proceeding. inquiry or investigation at law or 
in equity before or by any court. public board or body. pending with respect to which the District has been 
served wifh process or known by fhe official of the District executing the Bond Purchase Agreement wifh 
fhe Underwriters for fhe Series 2018A Bonds to be threatened. which in any way questions the powers of 
fhe Board of Supervisors or the District with respect to the District entering into the Indenture or fhe 
Continuing Disclosure Agreement. or the issuance. sale and delivery of the Series 2018A Bonds. or fhe 
validity of any proceeding taken by the Board of Supervisors in connection with fhe issuance of the Series 
2018A Bonds. or wherein an unfavorable decision. ruling or finding could materially adversely affect fhe 
transactions on the part of the District contemplated by any of such documents. or which. in any way. 
could adversely affect the validity or enforceability of the resolutions adopted by the Board of 
Supervisors with respect to the District and the ordinance levying Special Taxes in Improvement Area 
No. I. fhe Indenture. the Series 2018A Bonds or fhe Bond Purchase Agreement or which in any way 
questions the exclusion from gross income of the recipients thereof of the interest on the Series 2018A 
Bonds for federal income tax purposes or in any other way questions the status of the interest on the 
Series 2018A Bonds under State tax law or regulations. 

The Developer. At fhe time of delivery and payment for the Series 2018A Bonds. fhe Developer 
will deliver a certificate to fhe effect that to fhe Actual Knowledge of the Developer (as defined in such 
certificate). no action. suit. proceeding. inquiry or investigation at law or in equity. before or by any court. 
regulatory agency. public board or body is pending against the Developer (with proper service of process 
or proper notice to the Developer having been accomplished) or to the Actual Knowledge of the 
Developer. overtly threatened in writing against fhe Developer (a) which. if successful. is reasonably 
likely to materially and adversely affect the Developer's ability to complete fhe development and sale of 
fhe property owned by the Developer in Improvement Area No. I (the "Property") as described herein, or 
to pay its Special Taxes, or ordinary ad valorem property tax obligations related to the Property when due; 
or (b) which challenges or questions the validity or enforceability of the Series 2018A Bonds or fhe 
Continuing Disclosure Agreement to be executed by the Developer in connection with the issuance of the 
Series 2018A Bonds. 

Tax Matters 

In fhe op1mon of Orrick, Herrington & Sutcliffe LLP, bond counsel to the District ("Bond 
Counsel"), based upon an analysis of existing laws, regulations, rulings and court decisions, and 
assuming, among other matters, fhe accuracy of certain representations and compliance with certain 
covenants, interest on the Series 2018A Bonds is excluded from gross income for federal income tax 
purposes under Section 103 of the Internal Revenue Code of 1986 (the "Code") and is exempt from State 
of California personal income taxes. Bond Counsel is of the further opinion that interest on the Series 
2018A Bonds is not a specific preference item for purposes of the federal individual alternative minimum 
tax. A complete copy of fhe proposed form of opinion of Bond Counsel is set forfh in Appendix B hereto. 

To fhe extent the issue price of any maturity of the Series 2018A Bonds is less than the amount to 
be paid at maturity of such Series 2018A Bonds (excluding amounts stated to be interest and payable at 
least annually over the term of such Series 2018A Bonds), fhe difference constitutes "original issue 
discount," the accrual of which, to the extent properly allocable to each Beneficial Owner thereof, is 
treated as interest on the Series 2018A Bonds which is excluded from gross income for federal income tax 
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purposes and State of California personal income taxes. For this purpose. the issue price of a particular 
maturity of the Series 2018A Bonds is the first price at which a substantial amount of such maturity of the 
Series 2018A Bonds is sold to the public (excluding bond houses. brokers. or similar persons or 
organizations acting in the capacity of underwriters. placement agents or wholesalers). The original issue 
discount with respect to any maturity of the Series 2018A Bonds accrues daily over the term to maturity 
of such Series 2018A Bonds on the basis of a constant interest rate compounded semiannually (with 
straight-line interpolations between compounding dates). The accruing original issue discount is added to 
the adjusted basis of such Series 2018A Bonds to determine taxable gain or loss upon disposition 
(including sale. redemption. or payment on maturity) of such Series 2018A Bonds. Beneficial Owners of 
the Series 2018A Bonds should consult their own tax advisors with respect to the tax consequences of 
ownership of Series 2018A Bonds with original issue discount. including the treatment of Beneficial 
Owners who do not purchase such Series 2018A Bonds in the original offering to the public at the first 
price at which a substantial amount of such Series 2018A Bonds is sold to the public. 

Series 2018A Bonds purchased. whether at original issuance or otherwise. for an amount higher 
than their principal amount payable at maturity (or. in some cases. at their earlier call date) ("Premium 
Bonds") will be treated as having amortizable bond premium. No deduction is allowable for the 
amortizable bond premium in the case of bonds. like the Premium Bonds. the interest on which is 
excluded from gross income for federal income tax purposes. However. the amount of tax-exempt interest 
received. and a Beneficial Owner's basis in a Premium Bond, will be reduced by the amount of 
amortizable bond premium properly allocable to such Beneficial Owner. Beneficial Owners of Premium 
Bonds should consult their own tax advisors with respect to the proper treatment of amortizable bond 
premium in their particular circumstances. 

The Code imposes various restrictions, conditions and requirements relating to the exclusion from 
gross income for federal income tax purposes of interest on obligations such as the Series 2018A Bonds. 
The District has made certain representations and covenanted to comply with certain restrictions, 
conditions and requirements designed to ensure that interest on the Series 2018A Bonds will not be 
included in federal gross income. Inaccuracy of these representations or failure to comply with these 
covenants may result in interest on the Series 2018A Bonds being included in gross income for federal 
income tax purposes, possibly from the date of original issuance of the Series 2018A Bonds. The opinion 
of Bond Counsel assumes the accuracy of these representations and compliance with these covenants. 
Bond Counsel has not undertaken to determine (or to inform any person) whether any actions taken (or 
not taken), or events occurring (or not occurring), or any other matters coming to Bond Counsel's 
attention after the date of issuance of the Series 2018A Bonds may adversely affect the value of, or the tax 
status of interest on, the Series 2018A Bonds. Accordingly, the opinion of Bond Counsel is not intended 
to, and may not, be relied upon in connection with any such actions, events or matters. 

Although Bond Counsel is of the opinion that interest on the Series 2018A Bonds is excluded 
from gross income for federal income tax purposes and is exempt from State of California personal 
income taxes, the ownership or disposition of, or the accrual or receipt of amounts treated as interest on, 
the Series 2018A Bonds may otherwise affect a Beneficial Owner's federal, state or local tax liability. 
The nature and extent of these other tax consequences depends upon the particular tax status of the 
Beneficial Owner or the Beneficial Owner's other items of income or deduction. Bond Counsel expresses 
no opinion regarding any such other tax consequences. 

Current and future legislative proposals, if enacted into law, clarification of the Code or court 
decisions may cause interest on the Series 2018A Bonds to be subject, directly or indirectly, in whole or 
in part, to federal income taxation or to be subject to or exempted from state income taxation, or 
otherwise prevent Beneficial Owners from realizing the full current benefit of the tax status of such 
interest. The introduction or enactment of any such legislative proposals or clarification of the Code or 
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court decisions may also affect, perhaps significantly, the market price for, or marketability of, the Series 
2018A Bonds. Prospective purchasers of the Series 2018A Bonds should consult their own tax advisors 
regarding the potential impact of any pending or proposed federal or state tax legislation, regulations or 
litigation, as to which Bond Counsel is expected to express no opinion. 

The opinion of Bond Counsel is based on current legal authority, covers certain matters not 
directly addressed by such authorities, and represents Bond Counsel's judgment as to the proper treatment 
of the Series 2018A Bonds for federal income tax purposes. It is not binding on the Internal Revenue 
Service ("IRS") or the courts. Furthermore, Bond Counsel cannot give and has not given any opinion or 
assurance about the future activities of the District, or about fhe effect of future changes in the Code, the 
applicable regulations, the interpretation thereof or the enforcement fhereof by the IRS. The District has 
covenanted, however, to comply with fhe requirements of the Code. 

Bond Counsel's engagement with respect to the Series 2018A Bonds ends wifh the issuance of 
the Series 2018A Bonds, and, unless separately engaged, Bond Counsel is not obligated to defend the 
District or the Beneficial Owners regarding the tax-exempt status of fhe Series 2018A Bonds in fhe event 
of an audit examination by the IRS. Under current procedures, parties other than the District and its 
appointed counsel, including the Beneficial Owners, would have little, if any, right to participate in the 
audit examination process. Moreover, because achieving judicial review in connection with an audit 
examination of tax-exempt bonds is difficult, obtaining an independent review of IRS positions with 
which the District legitimately disagrees, may not be practicable. Any action of the IRS, including but not 
limited to selection of the Series 2018A Bonds for audit, or the course or result of such audit, or an audit 
of bonds presenting similar tax issues may affect the market price for, or the marketability of, the Series 
2018A Bonds, and may cause fhe District or fhe Beneficial Owners to incur significant expense. 

Legal Matters Incident to the Issuance of the Series 2018A Bonds 

The validity of fhe Series 2018A Bonds and certain other legal matters are subject to the 
approving opinion of Orrick, Herrington & Sutcliffe LLP, acting in its capacity as Bond Counsel to the 
District. See Appendix B - "Proposed Form of Opinion of Bond Counsel." Certain legal matters will be 
passed upon for the District by fhe County Counsel, and by Hawkins Delafield & Wood LLP, Disclosure 
Counsel. Certain legal matters will be passed upon for the Underwriters by Stradling Yocca Carlson & 
Rauth, a Professional Corporation, Newport Beach, California, Underwriters' Counsel. Payment of the 
fees and expenses of Bond Counsel, Disclosure Counsel and Underwriters' Counsel is contingent upon 
the sale and issuance of the Series 2018A Bonds. 

The various legal opinions to be delivered concurrently with the delivery of the Series 2018A 
Bonds will be qualified as to enforceability of the various legal instruments by limitations imposed by 
bankruptcy, reorganization, insolvency or other similar laws affecting the rights of creditors generally and 
by equitable remedies and proceedings generally. 

Financial Advisor 

The District has retained Public Resources Advisory Group, Los Angeles, California, as financial 
advisor (the "Financial Advisor") in connection with the preparation of this Official Statement and with 
respect to the issuance of fhe Series 2018A Bonds. The Financial Advisor is not obligated to undertake, 
and has not undertaken to make, an independent verification or assume responsibility for the accuracy, 
completeness or fairness of fhe information contained in this Official Statement. The Financial Advisor is 
an independent financial advisory firm and is not engaged in the business of underwriting, trading or 
distributing municipal or other public securities. 
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No Rating 

The Series 2018A Bonds are not rated. No application has been made by the District to any rating 
agency for the assignment of a municipal bond credit rating for fhe Series 2018A Bonds. 

Underwriting 

The Series 2018A Bonds are being purchased by the Underwriters for a price of $16.073.914.25. 
which is equal to the initial principal amount of the Series 2018A Bonds. plus a net original issue 
premium of $505.301.75. and less an Underwriters' discount of $141,387.50. The Underwriters have 
committed to purchase all of the Series 2018A Bonds if any of the Series 2018A Bonds are purchased. 
The Series 2018A Bonds are being offered for sale to the public at the prices set forth on the inside cover 
page of this Official Statement, which prices may be changed by fhe Underwriters from time to time 
wifhout notice. The Series 2018A Bonds may be offered and sold to dealers, including the Underwriters 
and dealers acquiring Series 2018A Bonds for fheir own account or an account managed by them, at 
prices lower fhan fhe public offering price. 

The initial public offering prices stated on the inside cover of this Official Statement may be 
changed from time to time by the Underwriters. The Underwriters may offer and sell the Series 2018A 
Bonds to certain dealers, dealer banks, banks acting as agents and ofhers at prices lower than said public 
offering prices. 

Miscellaneous 

Any statements made in this Official Statement involve matters of opinion or of estimates, 
whether or not expressly stated, are intended as such and not as representations of fact. No representation 
is made that any of such statements made will be realized. Neifher this Official Statement nor any 
statement which may have been made verbally or in writing is to be construed as a contract or agreement 
between the District or the Underwriters and the purchasers or the owners of any of the Series 2018A 
Bonds. 

The execution and delivery of this Official Statement by the District has been duly authorized by 
fhe Board of Supervisors of the County, acting as the legislative body of the District. 

COMMUNITY FACILITIES DISTRICT NO. 
2008-01 (HARMONY GROVE VILLAGE), 
COUNTY OF SAN DIEGO, STATE OF 
CALIFORNIA 

By: Isl Michele Crichlow 
Debt Finance Manager 
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APPENDIX A 
SUMMARY OF CERT Al N PROVISIONS OF THE INDENTURE 

The follCMing sumrary discussion of selected prOJisions of the Indenture is rrade sul::iject to all of 
the prOJisions of the Indenture. This sumrary discussion does not purport to be a corrplete statement of 
said prOJisions and prospective purchasers of the Series 2018'\ Bonds are referred to the corrplete text of 
the Indenture, a COP{ ofwiich is available upon request senttothe Trustee. 

DEFINITIONS 

U nl ess the context otherwise requires, the terms defi ned bel ON shal I for al I purposes of the 
Indenture and of any certificate, opinion or other document mentioned in the Indenture, have the meanings 
specified bel ON. 

"Act" means the Mello-Roos Community Facilities Act of 1982, as amended, constituting Section 
53311 et seq. of the California GOJernment Code. 

"Additional Bonds" means Bonds other than Series 2018'\ Bonds issued under the Indenture in 
accordance with the prOJi sions thereof as sumrrari zed herein underthe heading" ADDITIONAL BONDS." 

"Administrative Expense Fund" means the fund b,t that name established and held b,tthe Trustee 
pursuant to the I ndenture. 

"Administrative Expenses" means the follONing actual or reasonably estirrated costs directly 
related to the administration of I mprOJement Area No. 1: the costs of computing the Special Taxes and 
preparing the annual Special Tax col I ecti on schedules (whether b,t the County or desi gnee thereof or both); 
the costs of collecting the Special Taxes (whether b,t the County or otherwise); the costs of remitting the 
Special Taxes to the Trustee; the costs of the Trustee (including its legal counsel) in the discharge of the 
duties required of it underthe Indenture; the costs to the County, the Community Facilities District or any 
desi gnee thereof of corrplyi ng with arbitrage rebate requi rements; the costs to the County, the Community 
Facilities District or any designee thereof of corrplying with County, Community Facilities District or 
obi i gated persons di sci osure requi rements associated with appl i cable federal and state securities I aws and 
of the A ct; the costs associated with prepari ng Special Tax di sci osure statements and responding to publ i c 
inquiries regarding the Special Taxes; the costs of the County, the Community Facilities District or any 
desi gnee thereofrelated to an appeal of the Special Tax; the costs of the County, the Community F aci I ities 
District or any designee thereof related to the One-Time Special Tax in accordance with the Rate and 
Method; the costs associated with the release of funds from an escrON account; and the County's annual 
admi ni strati on fees and third party expenses.Administrative Expenses shal I also include amounts estimated 
or acwanced b,t the County or the Community Facilities District for any other administrative purposes of 
the Community Facilities District relating to Improvement Area No. 1, including attorney's fees and other 
costs related to commenci ng and pursuing to cornpl eti on any for eel osure of deli nquent Special Taxes. 

"Annual Debt Service'' means, for each Bond Year, the sum of: (a) the interest due on the 
Outstanding Bonds in such Bond Year, assuning that the Outstanding Bonds are retired as scheduled 
(incl udi ng b,t reason of rrandatory si nki ng fund rederrpti ons); and ( b) the pri nci pal amount of the 
Outstanding Bonds due in such BondY ear (including any mandatory sinking fund redemptions due in such 
Bond Year). 

"Appraised Value" means the value of all or any portion of the Taxable Property, as set forth in a 
Qual i fi ed Appraisal Report prepared b,t a Qualified Appraiser. 
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"Assessed Value" rreans, with respect to all or any portion of the Taxable Property, as of any date, 
the assessed value thereof, as such value is shewn on the rrost recently equalized assessrrent rol I. 

"Auditor" rreans theAuditor;Controller of the County of San Diego. 

"Authorized Denominations" rreans (a) with respect to the Series 2018'\ Bonds, $5,000 and any 
integral multiple thereof, and (b) with respect to each Series of Additional Bonds, the authorized 
denominations for such Series of Additional Bonds specified in the Supplerrental Indenture pursuant to 
which such Additional B ands are issued. 

"Authorized Representative" rreans, with respect to the Community Facilities District, each of 
the Chief Adninistrative Officer of the County, the Assistant Chief Adninistrative Officer;COO of the 
County, the DCAO/Auditor and Controller of the County, the Treasurer-Tax Collector of the County, the 
Chief Deputy Treasurer of the County, the Chief lnvestrrent Officer of the County, the Group Finance 
Director of the County, the Debt Finance Manager of the County, and any other Person designated as an 
Authorized Representative of the Community Facilities District in a Written Certificate of the Comnunity 
Facilities District filed with the Trustee. 

"Average Annual Debt Service'' rreans the average of the Annual Debt Service for all rerraining 
Bond Y ears, i ncl udi ng the Bond Y ear i n which the cal cul ati on is rrade. 

"Board of Supervisors" rreans the Board of Supervisors of the County. 

"Bond Counsel" rreans a firm of nationally recognized bond counsel selected 0y the Comnunity 
Facilities District. 

"Bond Fund" rreans the fund 0y that narre established and held 0y the Trustee pursuant to the 
Indenture. 

"Bond Year" rreans each twelve--rmnth period beginning on September 2 in each year and 
extending to the next succeeding September 1, both dates inclusive, except that the first Bond Year shal I 
begin on the Closing Date and end on September 1, 2018. 

"Bonds" rreans the Comnunity Facilities District No. 2008-01 (Harmony GrOJe Village) of the 
County of San Diego, I mprOJerrentArea No. 1 Special Tax Bonds issued underthe Indenture, and includes 
the Series 2018'\ Bonds and any Additional Bonds. 

"Book-£ ntry Bonds'' rreans the Bonds of a Series registered in the name of the nominee of DTC, 
or any successor securities depository for such Series of Bonds, as the registered cwner thereof pursuant to 
the terms and prOJi si ons of the I ndenture. 

"Business Day" rreans a day which is not (a) a Saturday, Sunday, or legal holiday in the State of 
California, (b) a day on which banking institutions in the State of California, or in any state in which the 
Office of the Trustee is I ocated, are requi red, or authorized 0y I aw (incl udi ng executive order) to close, or 
(c) a day on which the NewY orkStock Exchange is closed. 

"Cede & Co." rreans Cede& Co., the noninee of DTC, and any successor noninee of DTC with 
respect toa Series of Book-Entry Bonds. 

"CFD Administrator" has the rreaning ascribed thereto in the Rate and Method. 
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"Closing Date" means the date upon which the Series 2018A. Bonds are delivered to the Original 
Purchaser. 

"Code" rreans the Internal Revenue Code of 1986. 

"Cornrnunity Facilities District" means Cornrnunity Facilities District No. 2008-01 (Harmony 
GrOJe Village), County of San Diego, State of California, a cornrnunity facilities district corrprising two 
mutually exclusive irrprOJerrent areas designated "lrrproverrent Area No. 1" or "IA No. 1" and 
"I rnproverrent Area No. 2" or" IA No. 2," organized and existing under and b,t virtue of the laws of the 
State of California, and any successor thereto. 

"Costs of Issuance" rreans all items of expense directly or indirectly i:ayable b,t or rei rrbursable 
to the Cornrnunity F aci I ities District relating to the authorization, issuance, sale and delivery of the Bands, 
including but not limited to printing expenses, rating agency fees, filing and recording fees, initial fees, 
expenses and charges of the Trustee and its counsel, i ncl udi ng the Trustee's fi rst annual adni ni strative fee, 
fees, charges and disburserrents of attorneys, financial acwisors, accounting firms, appraisers, consultants, 
and other professionals, fees and charges for prei:aration, execution and safekeeping of the Bonds, any 
preniurn for a bond insurance policy securing i:ayrrent of the Bonds, any prerniurn for a reserve facility 
and any other cost, charge or fee in connection with the original issuance of the Bonds. 

"Costs of Issuance Fund" rreans the fund b,t that name established and held b,t the Trustee 
pursuant to the I ndenture. 

"County" means the County of San Diego, a political subdivision organized and existing under 
and b,t virtue of the laws of the State of California 

"Developed Property" has the rreaning ascribed thereto in the Rate and Method. 

"Developer" means CalAtlanticGroup, Inc., a Delaware corporation, and its successors or assigns. 

"Developer Continuing Disclosure Agreement" means the Continuing Disclosure Agreerrent, 
dated as of February 1, 2018, b,t the Developer andWilldan Financial Services, as dissenination agent, as 
originally executed and as it rray be arrended frorntirre totirre in accordance with the terms thereof. 

"District Continuing Disclosure Agreement" rreans the Continuing Disclosure Agreerrent, 
dated as of February 1, 2018, b,t the Cornrnunity Facilities District and Willdan Financial Services, as 
di sseni nation agent, as orig nal ly executed and as it rray be arrended frorn ti rre to ti rre i n accordance with 
the terms thereof. 

"DTC" rreans The Depository Trust Corrpany, a linited--purpose trust corni:any organized under 
the laws of the State of Ne.vY ork, and its successors as securities depository for any Series of Book-Entry 
Bands, incl udi ng any such successor appoi nted pursuant to the I ndenture. 

"Facilities" means those I rrprOJerrentArea No. 1 facilities and governrrental fees, as appiicable, 
as defined and further described in Section 5 of the R esol uti on of F orrrati on. 

"Federal Securities" means (a) direct general obligations of the United States of Arrerica 
(including obligations issued or held in book entry forrnon the books of the Dei:artrrent of the Treasury of 
the United States of Arrerica), and (b) obligations of any agency, departrrent or instrurrentality of the 
United States of Arrerica the tirrely payrrent of princii:al of and interest on which are fully guaranteed b,t 
the United States of Arrerica 

A-3 



"Final Mapped Property" has the meaning ascribed thereto in the Rate and Method. 

"Fiscal Year" rreans the period beginningonJ uly 1 of each year andendingonthe next succeeding 
J une 30, or any other twelve--rmnth period hereafter selected and designated as the official fi seal year period 
of the Community Facilities District designated in a Written Certificate of the Comnunity Facilities District 
del ivered to the Trustee. 

"I mprOJement Area No. 1" or "I A No. 1" means I mprOJerrent Area No. 1 of the Community 
Facilities District, as identified on the boundary map for the Comnunity Facilities District and further set 
forth in the R esol uti on of Formation. 

"I mprOJement Area No. 2" or "I A No. 2" means I mprOJerrent Area No. 2 of the Community 
Facilities District, as identified on the boundary map for the Comnunity Facilities District and further set 
forth in the R esol uti on of Formation. 

"I mprOJement Areas" rreans I mprOJerrent Area No. 1 and I mproverrent Area No. 2. 

"I mprOJement Fund" means the fund 0y that name established and held 0y the Trustee pursuant 
to the I ndenture. 

"Indenture" rreans the Indenture, as originally executed and as it may be amended or 
suppl errented from ti rre to ti rre 0y any Suppl errental I ndenture. 

"Independent Consultant" rreans any consultant or firm of such consultants selected 0y the 
Community Facilities District and who, or each of whom (a) is generally recognized to be qualified in the 
financial consulting field; (b) is in fact independent and not under the donination of the Comnunity 
Facilities District or the County; (c) does not have any substantial interest, direct or indirect, with or in the 
Community Facilities District or the County, or any cwner of real property in the Comnunity Facilities 
District, or any real property in the Community Facilities District; and (cl) is not connected with the 
Community Facilities District or the County as an officer or emplO{ee thereof, but who may be regularly 
retained to make reports to the Community Facilities District or the County. 

"Interest Account" rreans the account 0y that name within the Bond Fund established and held 
0y the Trustee pursuant to the Indenture. 

"Interest Payment Dates" rreans March 1 and September 1 of each year, cornrrencingSeptember 
1, 2018, so long as any Bands remain Outstanding. 

"Maximum Annual Debt Service'' rreans the largest Annual Debt Service for any Bond Year, 
incl udi ng the Bond Y ear the cal cul ati on is made. 

"Maximum Special Tax A" has the meaning ascribed thereto in the Rate and Method. 

" Moody's" means Moody's Investors Service, Inc., a corporation duly organized and existing 
under and 0y virtue of the laws of the State of Delaware, and its successors and assigns, except that if such 
entity shall be dissolved or liquidated or shall no longer perform the functions of a securities rating agency, 
then the term" Moody's" shal I be deemed to referto any other nati anally recognized securities rati ng agency 
selected 0y the Community Facilities District. 

"Net Special Tax Revenues" rreans Special Tax Revenues, less amounts required to pay Priority 
Adninistrative Expenses. 
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"Office of the Trustee" means the principc1.I corporate trust office of the Trustee in Los Angeles, 
California, or such other office as rray be specified to the Comnunity Facilities District b,t the Trustee in 
writing. 

"One-Time Special Tax'' has the meaning ascribed thereto in the Rate and Method. 

"Ordinance" means any ordinance adopted b,t the County levying the Special Taxes. 

"Original Purchaser" means the original purchaser of the Series 201&\ Bonds from the 
Community Facilities District. 

"Other CFD Bonds" means, as of the date of determination, any and all bonds, notes or other 
e.,,i dences of i ndebtedness, other than the B ands, then outstandi ng and issued b,t an OVerl appi ng CF D under 
the Act and payable at least partially from special taxes to be levied on parcels of Taxable Property. 

"Outstanding'' means, when used as of any pc1.rticul ar ti me with reference to Bands, sul::ij ect to the 
prOJisions of the Indenture as sumrrarized herein under the heading" MISCELLANEOUS - Disqualified 
Bonds," all Bonds theretofore, or thereupon being, authenticated and delivered b,t the Trustee under the 
Indenture except: (a) Bands theretofore canceled b,t the Trustee or surrendered to the Trustee for 
cancellation; (b) Bonds with respect to which all lialbility of the Community Facilities District shall have 
been discharged in accordance with the prOJi si ons of the Indenture as sumrrari zed herein underthe heading 
"DEFEASANCE - Discharge of the Indenture," including Bonds (or portions of Bonds) disqualified under 
the prOJisions of the Indenture as sumrrarized herein under the heading "MISCELLANEOUS -
Disqualified Bonds;" and (c) Bonds for the transfer or exchange of or in lieu of or in substitution for which 
other Bonds shall have been authenticated and delivered b,t the Trustee pursuant to the prOJisions of the 
Indenture. 

"Overlapping CFD" means a sepc1.rate community facilities district estalblished b,t the County or 
another local agency that includes all or a portion of the Taxable Property in the Comnunity Facilities 
District and that I e.,,i es special taxes pursuantto its cwn rate and method of apportionment on such property. 

"Owner" means, with respect to a Bond, the Person in whose name such Bond is registered on the 
Registration Books. 

"Participant" means any entity which is recognized as a pc1.rticipc1.nt b,t DTC in the book-entry 
system of rraintaining records with respect to Book-Entry Bonds. 

"Permitted Investments" means the follcwing, to the extent that such securities are otherwise 
eligible legal investments of the Community Facilities District: 

(a) Federal Securities; 

Obligations of any of the follcwing federal agencies which obligations represent the full faith and 
credit of the United States of America, including: 

Export-Import Bank; 

Rural Economic Community De.1elopment Adninistration; 

U.S. Maritime Adni nistration; 

S mal I B usi ness A dni ni strati on; 
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U.S. Depc1.rtrrent of Housing& Urban Developrrent (PHAs); 

Federal H ousi ng A dni ni strati on; and 

Federal Fi nanci ng Bank; 

(b) Direct obligations of any of the follcwing federal agencies which obligations are not fully 
guaranteed b,t the ful I faith and credit of the United States of Arrerica: 

Senior debt obligations issued b,t the Federal National Mortgage Association (FNMA) or 
Federal Horne Loan Mortgage Corporation ( F H L M C); 

Obligations of the Resolution Funding Corporation (REFCORP); 

Senior debt obligations of the Federal Horne Loan Bank System; and 

Senior debt obligations of other GOJernrrent Sponsored Agencies approved b,t the Insurer; 

(c) U.S. dollar denoninated deposit accounts, federal funds and bankers' acceptances with 
dorrestic cornrrercial banks which have a rating on their short terrn certificates of deposit on the date of 
purchase of "P-1" b,t Moody's and "A-1" or "A-1-t" b,t S&P and rraturing not rnore than 360 calendar 
days afterthe date of purchase. ( Rati ngs on holding cornpc1.ni es are not considered as the rati ng of the bank); 

( cl) Cornrrerci al pc1.per which is rated at the ti rre of purchase i n the single highest cl assi fi cation, 
"P-1" b,t Moody's and "A -1 -t'' b,t S& P and which rratures not rnore than 270 calendar days after the date 
of purchase; 

(e) lnvestrrents in a rnoney rrarket fund rated "AAAni' or "AAAm-G" or better b,t S& P; 

(f) Pre-refunded Municipll Obligations defined as folio.vs: any bonds or other obligations of 
any state of the United States of Arrerica or of any agency, instrurrentality or local governrrental unit of 
any such state which are not callable atthe option of the obligor prior to rraturity or as to which irrevocable 
instructions have been given b,t the obligor to call on the date specified in the notice; and 

( 1) which are rated, based on an i rrevocabl e escrcw account or fund ( the "escrcw''), 
in the highest rati ng category of Moody's or S& P or any successors thereto; or 

(2) (i) which are fully secured as to principll and interest and rederrption preniurn, if 
any, b,t an escrcw consisting only of cash or obligations described in clause (2) of the definition of 
"Defeasance Securities" contained in the Indenture, which escrcw rray be applied only to the 
P3-Yrrent of such principll of and interest and redemption preniurn, if any, on such bonds or other 
obi igati ons on the rraturity date or dates thereof or the speci fi eel redernpti on date or dates pursuant 
to such irrevocable instructions, as appropriate, and (ii) which escrcw is sufficient, as verified b,t a 
nationally recognized independent certified public accountant, to pay principc1.I of and interest and 
redernpti on preni urn, if any, on the bonds or other obi i gati ons descri bed i n this pc1.ragraph on the 
rraturity date or dates specified in the irrevocable instructions referred to above, as appropriate; 

(g) 
and S&P; 

Municipc1.I Obligations rated in the top two rating categories or higher b,t both Moody's 

( h) I nvestrrent A greerrents rated in the top two rati ng categories or higher b,t Moody's or S& P 
(supported, as rray be required, b,t appropriate opinions of counsel); 

A-6 



(i) Any investrrent authorized 0y California Governrrent Code Section 53601; 

U) The Local Ag2ncy lnvestrrent Fund or sinilar pooled fund operated 0y or on behalf of the 
State of California and which is authorized to accept investrrents of moneys held in any of the funds or 
accounts establ i shed pursuant to the I ndenture; 

(k) The San Diego County lnvestrrent Pool, rranag2d 0y the Treasurer-Tax Collector of the 
County of San Diego, California; and 

(I) Other forms of investrrents rated in the top two rating categories or higher 0y Moody's or 
S&P (supported, as rray be required, 0y appropriate opinions of counsel). 

Any references to long-term rating categories in the definition of" Pernined I nvestrrents" shal I not 
take into account any plus or ninus sign or nurrerical modifiers. 

"Person" rreans an individual, corporation, linited liability corrpany, firm, association, 
partnership, trust, or other legal entity or group of entities, including a go.1ernrrental entity or any ag2ncy 
or political subdivision thereof. 

"Principal Account" means the account 0y that narre within the Bond Fund established and held 
0y the Trustee pursuant to the Indenture. 

"Priority Administrative Expenses" rreans $42,000, as of Fiscal Year 2018-19 and escalating at 
2% each subsequent fiscal year, in annual Adninistrative Expenses. 

"Qualified Appraisal Report" means a real estate appraisal report which (a) has been prepared 
0y a Qualified Appraiser, (b) uses a elate of value that is no earlier than three months prior to the elate on 
which the val ue reported i n such appraisal report is used in accordance with the provi si ans of the I ndenture, 
(c) is prepared in accordance with the applicable standards of the Appraisal Institute for such reports, and 
( cl) is prepared i n accordance with the appl i calbl e gui deli nes of the California Debt and I nvestrrent Advisory 
Comnission for such reports, as such guidelines are in effect on the Closing Date. 

"Qualified Appraiser" means a real estate appraiser selected 0y the Community Facilities District 
and having an "MAI" designation from the Appraisal Institute. 

"Rate and Methccl" means the "Rate and Methccl of Apportionrrent for County of San Diego 
Community Facilities District No. 2008-01 I mproverrentArea No. 1 (Harmony GrOJe Village)," a COP{ of 
which was recorded on September 17, 2008 in the office of the San Diego County Clerk-Recorder as 
clocurrent number 2008-0493046, as clarified pursuant to R esol uti on No. 17-180, adopted 0y the B oard of 
Supervisors of the County on December 5, 2017, and as arrended 0y the "Certificate toArrend Special Tax 
A," a COP{ of which was recorded on December 20, 2017 in the office of the San Diego County Clerk
Recorder as clocurrent number 2017--0596427. 

"Rebate Fund" rreans the fund 0y that narre established and held 0y the Trustee pursuant to the 
Indenture. 

"Rebate Requirement" has the rreaning ascribed thereto in the Tax Certificate. 

"Record Date'' rreans the 15th calendar clay of the month preceding each Interest Payrrent Date, 
whether or not such day is a Business Day. 
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"Redemption Fund" rreans the fund 0y that narre established and held 0y the Trustee pursuant to 
the I ndenture. 

"Redemption Price" rreans the aggregate amount of principal of and premium, if any, on the 
Bands upon the redernpti on thereof pursuant to the Indenture. 

"Registration Books" rreans the records maintained 0y the Trustee for the registration of 
cwnershi p and registration of transfer of the Bands pursuant to the I ndenture. 

"Representation Letter" rreans the Letter of Representations from the Community Facilities 
District to DTC, or any successor securities depository for any Series of Book-Entry Bonds, in which the 
Community Facilities District makes certain representations with respect to issues of its securities for 
deposit 0y DTC or such successor depository. 

"Reserve Fund" rreans the fund 0y that narre established and held 0y the Trustee pursuanttothe 
Indenture. 

"Reserve Requirement" rreans, as of the date of any calculation, the least of (a) 1036 of the 
original aggregate principal amount of the Bands ( excluding Bands refunded with the proceeds of 
subsequently issued Bands), ( b) Maxi mum Annual Debt Service, ( c) 125% of Average Annual Debt Service 
or (cl) $1,179,810.46 (such amount being equal to 125% of Average Annual Debt Service as of the Closing 
Date). 

"Resolution of For mat ion" rreans the Resolution No. 08-113, adopted 0y the Board of 
Supervisors of the County onJ une 25, 2008, establishing and forning the Community Facilities District, 
as originally adopted and as it may be arrended or supplerrented fromtirre totirre. 

"S& P" rreans S& P Global Ratings, a corporation duly organized and existing under and 0yvirtue 
of the laws of the State of Ne.v York, and its successors and assigns, except that if such entity shall be 
dissolved or liquidated or shall no longer perform the functions of a securities rating agency, then the term 
"S& P" shal I be deemed to refer to any other nati anally recognized securities rating agency selected 0y the 
Community Facilities District. 

"Series" rreans the initial series of Bonds executed, authenticated, and delivered on the date of 
initial issuance of the Bonds and identified pursuant to the Indenture as the Series 2018A Bonds, and any 
Addi ti anal B ands issued pursuant to a Suppl errental I ndenture and i denti fi eel as a separate Seri es of Bands. 

"Series 2018A Bonds" rreans the Community Facilities District No. 2008-01 (Harmony Grove 
Village) of the County of San Diego, lmproverrent Area No. 1 Special Tax Bonds, Series 2018A issued 
under the I ndenture. 

"Special Tax A" has the rreaning ascribed thereto in the Rate and Method. 

"Special Tax Fund" rreans the fund 0y that narre established and held 0y the Trustee pursuantto 
the I ndenture. 

"Special Tax Requirement for Facilities" has the rreaning ascribed thereto in the Rate and 
Method. 

"Special Tax Revenues" rreans the proceeds of the Special Taxes received 0y or on behalf of the 
Community Facilities District, including any prepayrrents thereof, interest and penalties thereon and 

A--8 



proceeds of the rederrpti on or sale of property sold as a result of foreclosure of the Ii en of the Special Taxes, 
which shal I be Ii ni ted to the amount of said Ii en and i nterest and penal ti es thereon. 

"Special Taxes" means Special Tax A and the One-Tirre Special Tax levied within I rrproverrent 
Area No. 1 pursuanttotheAct, the Rate and Method, the Ordinance and the Indenture. 

" Supplemental I ndentu re'' rreans any suppl errental i ndenture arrendatory of or suppl errental to 
the Indenture, but only if and to the extentthat such Supplerrental Indenture is specifically authorized under 
the I ndenture. 

"Surplus Fund" rreans the fund b,t that narre established and held b,t the Trustee pursuant to the 
Indenture. 

"Tax Certificate'' means the Tax Certificate executed b,t the Community Facilities District at the 
tirre of issuance of the Series 2018'\ Bonds relating to the requirerrents of Section 148 of the Code, as 
originally executed and as it rray be arrended fromtirre totirre in accordance with the terms thereof. 

"Taxable Property" has the rreaning ascribed thereto in the Rate and Method. 

"Trustee" means ZB, National Association dba Zions Bank, a national banking association 
organized and existing under the laws of the United States of Arrerica, or any successor thereto as Trustee 
under the Indenture, appointed as prOJi ded in the Indenture. 

" Underwriter" has the meaning ascribed thereto in the Devel aper Continuing Di sci osure 
A greerrent. 

"Written Certificate" and "Written Request" of the Community Facilities District mean, 
respectively, a written certificate or written request signed in the narre of the Community Facilities District 
b,t an Authorized Representative. Any such certificate or request rray, but need not, be combi ned i n a single 
instrurrentwith any other instrurrent, opinion or representation, and the two or more so combined shall be 
read and construed as a si ngl e i nstrurrent. 

CERTAIN PROVISIONS OF THE BONDS 

Transfer and Exchange of Bonds. Any Bond may, in accordance with its terms, be transferred 
upon the Registration Books b,tthe Person in whose narre it is registered, in person or b,t his duly authorized 
attorney, upon surrender of such Bond for cancellation, accompanied b,t delivery of a written instrurrent of 
transfer, duly executed in a form acceptable to the Trustee. Whenever any Bond or Bonds shall be 
surrendered for transfer, the Community F aci I iti es District shal I execute, and the Trustee shal I authenticate 
and shal I deliver, a new Bond or Bands of the sarre Series and rraturity in a Ii ke aggregate principal amount, 
in any Authorized Denonination. The Trustee shall require the Bond owner requesting such transfer to 
i:av any tax or other gOJernrrental charge required to be i:aidwith respect to such transfer. 

The Bonds rray be exchanged atthe Office of the Trustee for a like aggregate princii:al amount of 
Bonds of the sarre Series and maturity of other Authorized Denoni nations. The Trustee shal I require the 
i:ayrrent b,t the Bond owner requesting such exchange of any tax or other gOJernrrental charge required 
to be i:aid with respect to such exchange. 

The Trustee shal I not be obi igated to rrake any transfer or exchange of Bands of a Series pursuant 
to the prOJisions of the Indenture sumrrarized herein under this heading(" -Transfer and Exchange of 
Bonds") during the period established b,t the Trustee for the selection of Bonds of such Series for 
redemption, or with respect to any Bonds of such Series selected for redemption. 
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Temporary Bonds. The Bonds of a Series may be issued in temporary form exchangeable for 
definitive Bonds of such Series when ready for delivery. Any temporary Bonds may be printed, 
Ii thographed, cr typewritten, shal I be of such Authorized Denoni nations as may be deterni ned 0y the 
Community Facilities District, shall be in fully registered form without coupons and may contain such 
reference to any of the provisions of the Indenture as may be appropriate. Every terrporary Bond shall be 
executed 0y the Community Facilities District and authenticated 0y the Trustee upon the same conditions 
and in substantially the same manner as the definitive Bonds. If the Community Facilities District issues 
terrporary Bonds of a Series it shall execute and deliver definitive Bonds of such Series as prorrptly 
thereafter as practicable, and thereupon the temporary Bands of such Series may be surrendered, for 
cancel I ati on, at the Office of the Trustee and the Trustee shal I authenticate and del iver in exchange for such 
terrporary Bonds an equal aggregate principal amount of definitive Bonds of such Series and maturities in 
Authorized Denoninations. Until so exchanged, the temporary Bonds of such Series shall be entitled to 
the same benefits underthe Indenture as definitive Bands of such Seri es authenticated and delivered under 
the I ndenture. 

Bonds Mutilated. Lost. Destrcyed or Stolen. If any Bond shall become mutilated, the 
Community Facilities District, at the expense of the owner of said Bond, shall execute, and the Trustee 
shall thereupon authenticate and deliver, a new Bond of like tenor and Series in exchange and substitution 
for the Bond so mutilated, but only upon surrendertothe Trustee of the Bond so mutilated. Every mutilated 
Bond so surrendered to the Trustee shall be canceled 0y it and delivered to, or upon the order of, the 
Community Facilities District. If any Bond shall be lost, destrO{ed or stolen, evidence of such loss, 
destruction or theft may be submitted to the Trustee and, if such evidence and i ndemni ty satisfactory to the 
Trustee shall be given, the Community Faci I ities District, at the expense of the owner, shall execute, and 
the Trustee shall thereupon authenticate and deliver, a new Bond of like tenor and Series in lieu of and in 
replacement for the Bond so lost, destrO{ed, or stolen (or if any such Bond shall have matured or shall have 
been selected for redemption, i nstead of i ssui ng a replacement Bond, the Trustee may pay the same with out 
surrender thereof). The Community Facilities District may require payment 0y the owner of a sum not 
exceeding the actual cost of preparing each replacement Bond issued underthe prOJisions of the Indenture 
summarized in this paragraph and of the expenses which may be incurred 0y the Community Facilities 
District and the Trustee. Any Bond of a Series issued underthe prOJisions of the Indenture summarized in 
this paragraph in lieu of any Bond of such Series alleged to be lost, destrO{ed or stolen shall constitute an 
original additional contractual obligation on the part of the Community Facilities District whether or not 
the Bondsoallegedtobe lost, destrO{ed or stolen be at anytime enforceable 0y anyone, and shall be entitled 
to the benefits of the Indenture with all other Bonds of such Series secured 0y the Indenture. 

Book-Entry Bonds. (a) Prior to the issuance of a Series of Bonds, the Community Facilities 
District may prOJide that such Series of Bonds shall initially be issued as Book-Entry Bonds and, in such 
event, the Bonds of such Series for each maturity shall be in the form of a separate single fully registered 
Bond (which may be typewritten). The Series 2018A. Bonds shall initially be issued as Book-Entry Bonds. 

Except as prOJided in paragraph (c) belcw, the registered owner of all of the Book-Entry Bonds 
shall be DTC and the Book-Entry Bonds shall be registered in the name of Cede& Co., as noninee of DTC. 
Notwithstanding anything to the contrary contained in the Indenture, payment of interest with respect to 
any Book-Entry Bond registered as of each Record Date in the name of Cede & Co. shall be made 0ywire 
transfer of same-day funds to the account of Cede & Co. on the payment date forthe Book-Entry Bonds at 
the address indicated on the Record Date for Cede& Co. in the Registration Books or as otherwise prOJided 
in the Representation Letter. 

(b) The Trustee and the Community Facilities District may treat DTC (or its nominee) as the 
sole and exclusive owner of the Book-Entry Bonds registered in its name for the purposes of payment of 
the principal, premium, if any, or interest with respect to the Book-Entry Bonds, selecting the Book-Entry 
Bonds or portions thereof to be redeemed, giving any notice pernitted or required to be given to owners 
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of Book-Entry Bonds under the Indenture, registering the transfer of Book-Entry Bonds, obtaining any 
consent or other action to be taken b,t owners of Book-Entry Bonds and for all other purposes whatsoever, 
and neitherthe Trustee nor the Community F aci I iti es District shal I be affected b,t any notice to the contrary. 
Neitherthe Trustee nor the Community Facilities District shall have any responsibility or obiigation to any 
Parti ci pc1.nt, any person claiming a beneficial cwnershi p interest in the Book-£ ntry Bands under or through 
DTC or any Participc1.nt, cr any other person which is not shewn on the Registration Books as being an 
OWner, with respect to the accuracy of any records maintained b,t DTC or any Participant, the pc1.yment b,t 
DTC or any Participc1.nt of any amount in respect of the principal, premium, if any, or interest with respect 
to the Book-Entry Bonds, any notice which is pernitted or required to be given to owners of Book-Entry 
Bonds under the Indenture, the selection b,t DTC or any Participc1.nt of any person to receive payment in 
the event of a partial redemption of the Book-Entry Bonds, or any consent given or other action taken b,t 
DTC as OWnerof Book-Entry Bonds. The Trustee shall pay all principal, prenium, if any and interest with 
respect to the Book-Entry Bonds, only to DTC, and all such pc1.yments shall be valid and effective to fully 
satisfy and discharge the Community Facilities Districts obligations with respect to the principal, premium, 
if any, and interest with respect to the Book-Entry Bonds to the extent of the sum or sums so paid. Except 
under the conditions of pc1.ragraph (c) belcw, no person other than DTC shall receive an executed Book
Entry Bond for each separate stated maturity. Upon delivery b,t DTC to the Trustee of written notice to the 
effect that DTC has determined to substitute a new nominee in place of Cede & Co., and sul::iject to the 
prOJi sions herein with respect to record dates, the term "Cede & Co." in the Indenture shal I refer to such 
mw noni nee of DTC. 

(c) In the event (i) DTC, includingany successor as securities depository for a Series of Bonds, 
deternines not to continue to act as securities depository for such Series of Bonds, or (ii) the Community 
Facilities District deternines that the incumbent securities depository shall no longer so act as securities 
depository for such Series of Bonds, and delivers a written certificate to the Trustee to that effect, then the 
Community Facilities District will discontinue the book-€ntry system with the incumbent securities 
depository for such Series of Bonds. If the Community Facilities District deternines to replace the 
incumbent securities depository for such Series of Bonds with another qualified securities depository, the 
Community Facilities District shall prepare or direct the prepc1.ration of a mw single, separate, fully 
registered Bond of such Seri es for the aggregate outstanding principal amount of Bands of such Seri es of 
each maturity, registered in the name of such successor or substitute qualified securities depository, or its 
noni nee, or make such other arrangement acceptabi e to the Community F aci Ii ti es District, the Trustee and 
the successor securities depository for the Bands of such Seri es as are not inconsistent with the terms of the 
Indenture. If the Community Facilities District fails to identify another qualified successor securities 
depository for such Series of Bonds to replace the incumbent securities depository, then the Bonds of such 
Series shall no longer be restricted to being registered in the Registration Books in the name of the 
incumbent securities depository or its noninee, but shall be registered in whatever name or names the 
incumbent securities depository for such Series of Bonds, or its nominee, shall designate. In such eventthe 
Community Facilities District shall execute, and deliver to the Trustee, a sufficient quantity of Bonds of 
such Series to carry out the transfers and exchanges prOJided in the Indenture as summarized herein under 
the headings "CERTAIN PROVISIONS OF THE BONDS - Transfer and Exchange of Bonds," "
Temporary Bonds" and "-Bonds Mutilated, Lost, Destroyed or Stolen." All such Bonds of such Series 
shall be in fully registered form in denoninations authorized b,t the Indenture. 

(cl) Notwithstanding any other prOJision of the I ndenturetothe contrary, so long as any Book.-
Entry Bond is registered in the name of DTC, or its nominee, all payments with respect to the principc1.I, 
preni um, if any, and interest with respect to such Book-£ ntry B ond and al I notices with respect to such 
Book-Entry Bond shall be made and given, respectively, as prOJided in the Representation Letter. 

(e) In connection with any notice or other communication to be provided to owners of Book.-
Entry Bonds pursuant to the Indenture b,t the Community Facilities District or the Trustee with respect to 
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any consent or other action to be taken 0y owners, the Comm.mity Facilities District or the Trustee, as the 
case may be, shall establish a record date for such caisent or other action and give DTC notice of such 
record date not I ess than 1 S calendar days in acwance of such record date to the extent possi bl e. 

ADDITIONAL BONDS 

Conditions for the Issuance of Additional Bonds. The Community Facilities District rray at any 
tirre issue one cr more Series of Additional Bonds (in addition to the Series 2018'\ Bonds) i:ayable from 
Net Special Tax Revenues as provided in the Indenture on a i:arity with all other Bonds theretofore issued 
underthe Indenture, but only sul::ij ect to the fol I cwi ng conditions, which are rrade conditions precedent to 
the issuance of such Addi ti anal B ands: 

(a) upon the issuance of such Additional Bonds, no Event of Default shall have 
occurred and be continuing under the Indenture; 

( b) the issuance of such Addi ti anal Bands shal I have been authorized under and 
pursuant to the I ndenture and the A ct and shal I have been prOJi ded for 0y a Suppl errental I ndenture 
which shall specifythefollcwing: 

(i) the purposes for which the proceeds of such Additional Bonds are to be 
applied, which purposes rray only include one or more of (A) prOJiding funds to l'.0-Y costs 
of the Facilities, (B) prOJiding funds to refund any Bonds previously issued under the 
Indenture, (C) prOJiding funds to l'.0-Y Costs of Issuance incurred in connection with the 
issuance of such Additional Bonds, (D) prOJiding funds to capitalize interest on such 
Additional Bonds, and (E) prOJiding funds to rrake any deposit to the Reserve Fund 
required pursuant to i:aragraph (vii) bel cw; 

(ii) the princii:al amount and designation of such Series of Additional Bonds 
and the interest rate to be borne 0y each rraturity of such Additional Bonds; 

(iii) that such Additional Bonds shall be i:ayable as to interest on the Interest 
Payrrent Dates, exceptthatthe first installrrent of interest may be payable on either March 
1 or September 1 and shal I be for a period of not I anger than twelve months; 

(iv) the date, the rraturity date or dates and the dates on which rrandatory 
sinking fund rederrptions, if any, are to be rrade for such Additional Bonds; prOJided, 
hcwever, that each such rraturity date and date on which a rrandatory sinking fund 
redemption is to be made shall be a September 1 and, prOJided, further, that serial 
rraturi ti es of serial B ands or rrandatory si nki ng fund redempti ans for term Bands, or any 
combi nation thereof, shal I be established to prOJi de for the rederrpti on or payrrent of such 
Additional Bonds on or before their respective rraturity dates; 

(v) the rederrption preniums and terms, if any, for such Additional Bonds; 

(vi) theformofsuchAdditional Bonds; 

(vii) the amount, if any, to be deposited from the proceeds of sale of such 
Additional Bonds in the Reserve Fund; and 

(viii) such cther prOJisions that are appropriate or necessary and are not 
inconsistent with the prOJisions of the Indenture; 
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(c) The Comm.mity Facilities District shall have received a certificate from the CFD 
A dni ni strator and/or an I ndependent Consultant which, taken together, certify that: 

(i) for each Fiscal Year that Bonds will be Outstanding, the Maximum Special 
Tax A that may be levied in such Fiscal Year on Developed Property and Final Mapped 
Property that has been issued a building pernit (treating such Final Mapped Property that 
has been issued a building permit as if it were Developed Property for purposes of 
calculating the Maximum Special Tax A that may be levied in such Fiscal Year for 
purposes of this paragraph (i)), less the Priority Adninistrative Expenses for such Fiscal 
Year, is not less than the sum of (A) one hundred ten percent (1 HJ%) of the Annual Debt 
Service for the Bond Year that begins in such Fiscal Year on all Bonds that will be 
Outstanding after the issuance of such Addi ti anal B ands, pl us ( B) any other payments 
included in the Special Tax Requirement for Facilities; and 

(ii) the sum of (A) the aggregate Appraised Value of all Developed Property 
and Final Mapped Property that has been issued a building pernit for which a Qualified 
Appraisal Report has been prOJi ded, as such Appraised Value is shewn i n such Qual i fi ed 
Appraisal Report, plus (B) the aggregate Assessed Value of all Developed Property and 
Final Mapped Property that has been issued a building pernit for which a Qualified 
Appraisal Report has not been provided, is not I ess than five ( 5) ti mes the aggregate 
pri nci pal amount of al I Bands that wi 11 be Outstanding after the issuance of such A dditi anal 
Bonds. 

Notwithstanding the foregoing, if (i) such Additional Bonds are being issued to refund previously 
issued Bonds, and (ii) Annual Debt Service in each Bond Year, calculated for all Bonds that will be 
Outstanding afterthe issuance of such Additional Bonds, will be less than or equal to Annual Debt Service 
in such Bond Year, calculated for all Bonds which are Outstanding immediately prior to the issuance of 
such Addi ti anal B ands, the recei pt of the certificate descri bed i n paragraph ( c) , abOJe, shal I not be a 
con di ti on precedent to the issuance of such Addi ti anal Bands. 

Nothing contained in the Indenture shall Ii nit the issuance of any special tax bonds payable from 
Special Taxes if, after the issuance and delivery of such special tax bonds, none of the Bonds theretofore 
issued under the I ndenture wi 11 be Outstandi ng. 

Procedure for the Issuance of Additional Bands. At any ti me after the sale of any Additional 
Bonds in accordance with the Act, such Additional Bonds shall be executed b,t the Community Facilities 
District for issuance under the Indenture and shall be delivered to the Trustee and thereupon shall be 
authenticated and delivered b,t the Trustee, but only upon receipt b,t the Trustee of the follcwing: 

( a) an executed copy of the Supplemental I ndenture authori zi ng the issuance of such 
Additional Bonds; 

(b) a Written Request of the Community Facilities District as to the delivery of such 
Additional Bonds; 

(c) a Written Certificate of the Community Facilities District stating that the 
conditions precedent to the issuance of such Additional Bonds specified in the Indenture as 
summarized herein under the heading "ADDITIONAL BONDS - Conditions for the Issuance of 
Additional B ands" have been satisfied; 

(cl) an opiniai of Bond Counsel substantially to the effect that (i) the Indenture and all 
Supplemental I ndentures have been duly authorized, executed and del ivered b,t, and constitute the 
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valid and binding obligations of, the Comnunity Facilities District (except as enforcerrent may be 
linited b,t bankruptcy, insolvency, reorganization, moratorium and other similar I.M's affecting 
creditors' rights and b,t the application of equitable principles and b,t the exercise of judicial 
discretion in appropriate cases and sul::iject to the linitations on legal rerredies against political 
subdivisions in the State) and (ii) such Additional Bonds constitute valid and binding special 
obligations of the Community Facilities District (except as enforcerrent may be limited b,t 
bankruptcy, insolvency, reorganization, moratorium and other sinilar I.M's affecting creditors' 
rights and b,t the application of equitable principles and b,t the exercise of judicial discretion in 
appropriate cases and sul::iject to the limitations on legai rerredies against political subdivisions in 
the State); 

(e) the proceedsofthesaleofsuchAdditional Bonds; and 

( f) such further docurrents or money as are requi red b,t the prOJi si ons of the I ndenture 
or b,t the prOJisions of the Supplerrental Indenture authorizing the issuance of such Additional 
Bonds. 

Additional Bonds. So long as any of the Bonds remain Outstanding, the Comnunity Facilities 
District shall not issue any Additional Bonds or obligations payable from Net Special Tax Revenues on a 
parity with the Bonds, except pursuant to the Indenture as summarized herein under the heading 
"ADDITIONAL BONDS." So long as any of the Bonds remain Outstanding, the Community Facilities 
District shall not issue any obligations payable from Net Special Tax Revenues on a basis senior to the 
Bonds. In addition, (i) the County may form overlapping CFDs in the future, (ii) the special taxes levied 
in such overlapping CFDs shall have the sarre lien priority in case of delinquency as the Special Taxes, 
(iii) nothing in the Indenture shall prohibit or Ii nit in any way the issuance b,t the overlapping CFDs of 
Other CFD Bonds, which may be issued without compliance with the provisions of the Indenture as 
summarized herein underthe heading "ADDITIONAL BONDS" but will nonetheless be secured b,t other 
special taxes the lien of which would be co-equal to the lien of the Special Taxes, (iv) in the event that 
special taxes collected from property that is in both I mprOJerrent Area No. 1 and the overlapping CFDs 
established b,t the County are less than the amounts levied on such property b,t the Comnunity Facilities 
District and such overlapping CFDs, the actual amount of special taxes collected shall be distributed pro 
rata to the Community Facilities District and such overlapping CFDs based on the amounts levied b,t each 
of the Community Facilities District and such overlapping CFDs on such property, and (v) in the event 
amounts collected in foreclosure proceedings from property that is in both I mprOJerrent Area No. 1 and 
the overlapping CFDs established b,t the County are less than the amounts due from such property to both 
the Community F aci I iti es Di strict and such OVerl appi ng CFDs, then the actual amounts col I ected from such 
property in foreclosure prcx:eedngs shall be distributed pro rata to the Community Facilities District and 
such overlapping CFDs based on the amounts due from such property to each of the Comnunity Facilities 
District and such Overlapping CFDs. 

SECURITY FOR BONDS; FLOW OF FUNDS; INVESTMENTS 

Pledge. Sul::iject only to the provisions of the Indenture permitting the application thereof for the 
purposes and on the terms and conditions set forth in the Indenture, all of the Net Special Tax Revenues 
and any other amounts (incl udi ng proceeds of the sale of the B ands) held i n the Special Tax Fund, the Bond 
Fund, the Redemption Fund and the Reserve Fund are pledged to secure the payrrent of the principal of, 
prenium, if any, and interest on the Bonds in accordance with their terms, the provisions of the Indenture 
and the Act. Said pledge shall constitute a first lien on such assets. 

Special Tax Fund. (a) The Trustee shall establish and maintain a separate fund designated the 
"Special Tax Fund." As soon as practicable after the receipt b,t the Comnunity Facilities District of any 
Special Tax Revenues, but in any event no I aterthan the date ten B usi ness Days prior to the I nterest Payrrent 
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Date after such receipt, the Comm.mity Facilities District shall transfer such Special Tax Re.1enues to the 
Trustee for deposit in the Special Tax Fund; prOJided, hcwever, that for any prei:avrrents of Special Taxes 
under the Rate and Method and for any i:ayrrents of the One-Tirre Special Tax, any portion of any such 
prei:ayrrentthat are to l:e applied to the i:avrrent of the Redemption Price of Bonds in accordance with the 
prOJi si ons of the I ndenture and any such i:ayrrent of the One-Ti rre Special Tax to l:e applied to the i:ayrrent 
of the Rederrption Price of Bonds in accordance with the prOJisions of the Indenture shall l:e identified to 
the Trustee as such b,t the Community Facilities District and shall l:e deposited in the Rederrption Fund. 

(b) Upon receipt of a Written Request of the Community Facilities District, the Trustee shall 
withdraw from the Special Tax Fund and transfer to the Administrative Expense Fund the Priority 
Adninistrative Expenses specified in such Written Request of the Community Facilities District. 

(c) On the Business Day imrrediately preceding each Interest Payrrent Date, after having 
made any requested transfer of the Priority A dmi ni strative Expenses to the A dni ni strative Expense Fund, 
the Trustee shall withdraw from the Special Tax Fund Net Special Tax Re.1enues in an amount sufficient 
to enable the Trustee to make the follcwingtransfers in the follONing order of priority: 

(i) Interest Account of the Bond Fund. To the Interest Account, the amount, if any, 
necessary to cause the amount on deposit in the I nterestAccount to l:e equal to the interest due on 
the Bonds on such Interest Payrrent Date; 

(ii) Princii:al Account of the Bond Fund. To the Princii:al Account, the amount, if any, 
necessary to cause the amount on deposit in the Principal Account to l:e equal to the princii:al, if 
any, due on the Bonds on such Interest Payrrent Date, including principal due and i:ayable b,t 
reason of mandatory sinking fund redernpti on of such Bands; and 

(iii) Reserve Fund. To the Reserve Fund, the amount, if any, necessary to cause the 
amount on deposit in the Reserve Fund to l:e equal to the Reserve Requirerrent. 

(cl) On or after each Septeml:er 2, after having made the transfers pursuanttothe prOJisions of 
the I ndenture as summarized herei n under i:aragraph ( c) above, the Trustee shal I with draw from the Special 
Tax Fund any Net Special Tax Revenues therein as of such Septeml:er 2 to make the follONing transfers in 
the fol lo.vi ng order of priority: 

(i) Adninistrative Expense Fund. To the Adninistrative Expense Fund, if upon 
receipt of a Written Request of the Community Facilities District for an amount greater than the 
Priority Adninistrative Expenses, the amount necessary to l:e transferred thereto in order to have 
sufficient amounts avai I able therei n to l'.0-Y A dni ni strative Expenses; and 

(ii) Surplus Fund. To the Surplus Fund. 

Bond Fund. (a) The Trustee shall estalblish and maintain a separate fund designated the "Bond 
Fund." Within the Bond Fund, the Trustee shall establish and maintain a separate account designated the 
"Principal Account'' and a separate account designated the" Interest Account." The Trustee shall deposit in 
the Bond Fund from tirre to tirre the amounts required to l:e deposited therein from the Special Tax Fund 
pursuant to the prOJisions of the Indenture. The Trustee shall deposit in the Interest Account and the 
Principal Account from tirre to tirre the amounts required to l:e deposited therein from the Special Tax 
Fund pursuant to the provisions of the Indenture. There shall additionally l:e deposited in the Interest 
Accountthe portion, if any, of the proceeds of the sale of Additional Bonds required to l:e deposited therein 
under the Suppl errental I ndenture pursuant to which such Addi ti anal Bands are issued. 
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(b) In the e.,,ent that, on the Business Day prior to an Interest Payment Date, amounts in the 
Interest Account are insufficient to pay the interest on the Bonds due and payable on such Interest Payment 
Date, the Trustee shall withdraw from the Reserve Fund, to the extent of any funds therein, the amount of 
such i nsuffi ci ency, and shal I transfer any amounts so withdrawn to the I nterest Account. 

(c) On each Interest Payment Date, the Trustee shal I withdraw from the Interest Account for 
payment to the owners of the Bonds the interest on the Bonds then due and payable. 

(cl) In the event that, on the Business Day prior to a September 1 on which principal of the 
Bands is due and payable, incl udi ng principal due and payable b,t reason of rrandatory si nki ng fund 
redemption of the Bonds, amounts in the Principal Account are insufficient to pay such principal, after 
havi ng with drawn any amounts from the Reserve Fund required to be with drawn therefrom on such date 
pursuant to the provi si ans of the I ndenture as sumrrari zed herein under paragraph ( b) above, the Trustee 
shal I with draw from the Reserve Fund, to the extent of any funds therei n, the amount of such i nsuffi ci ency, 
and shall transfer any amounts so withdrawn to the Principal Account. 

( e) On each September 1 on which principal of the Bands is due and payable, including 
principal due and payable b,t reason of rrandatory sinking fund redemption of the Bonds, the Trustee shall 
withdraw from the Principal Account fcr paymenttothe owners of the Bonds such principal then due and 
payable. 

Redemption Fund. The Trustee shall establish and rraintain a special fund designated the 
"Redemption Fund." As soon as practicableafterthe receipt b,tthe Community Facilities District of prepaid 
Special Taxes or of One-Time Special Tax payments designated for redemption of Bonds, but in any event 
not later than ten Business Days after such receipt, the Community Facilities District shall transfer such 
prepaid Special Taxes and such One-Time Special Tax payments to the Trustee for deposit in the 
Redemption Fund. Additionally, the Trustee shall deposit in the Redemption Fund amounts received from 
the Community Facilities District in connection with the Community Facilities District's exercise of its 
rights to optionally redeem Series 2018A. Bonds pursuant to the optional redemption provisions of the 
Indenture and any other amounts required to be deposited therein from the Reserve Fund pursuant to the 
prOJisions of the Indenture or pursuant to any Supplemental Indenture. 

A mounts i n the Redemption Fund shal I be disbursed therefrom for the payment of the Redemption 
Price of Seri es 201 M B ands redeemed pursuant to the opti anal redemption or mandatory redemption from 
Special Tax prepayment or One-Time Special Tax payment provisions of the Indenture and to pay the 
Redemption Price of Additional Bonds redeemed underthe Supplemental Indenture pursuanttowhich such 
Additional Bonds are issued (otherthan rrandatory sinking fund redemptions thereof). 

Reserve Fund. (a) The Trustee shall establish and maintain a special funddesignatedthe" Reserve 
Fund." The Trustee shal I deposit i n the Reserve Fund from ti me to ti me the amounts requi red to be deposited 
therein from the Special Tax Fund pursuant to the prOJisions of the Indenture. There shal I additionally be 
deposited in the Reserve Fund, in connection with the issuance of Additional Bonds, the amount required 
to be deposited therein under the Supplemental Indenture pursuant to which such Additional Bonds are 
issued. 

(b) Except as otherwise prOJided in the prOJisions of the Indenture sumrrarized under this 
heading("- Reserve Fund'), all amounts deposited in the Reserve Fund shall be used and withdrawn b,t 
the Trustee solely for the purpose of rraking transfers to the Bond Fund in the event of any deficiency at 
any time in the Bond Fund of the amount then required for payment of the principal of and interest on the 
Bonds or, in accordance with the prOJisions of the Indenture sumrrarized under this heading(" - Reserve 
Fund') , for the purpose of redeeni ng B ands. Transfers shal I be rrade from the Reserve Fund to the Band 
Fund i n the event of a deficiency i n the B and Fund, i n accordance with the prOJi si ons of the I ndenture as 
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sumnarizedhereinundertheheading"SECURITY FOR BONDS; FLOW OF FUNDS; INVESTMENTS 
- B and Fund." 

So long as no Event of Default shall have occurred and be continuing, any arrount in the Reserve 
Fund in excess of the Reserve Requirerrent on September 2 of each year shall be withdrawn from the 
Reserve Fund b,t the Trustee and shall, prior to the date on which a Written Certificate of the Community 
F aci I ities District is delivered to the Trustee pursuantto the prOJi sions of the Indenture summarized herein 
under paragraph (c) of the heading "SECURITY FOR BONDS; FLOW OF FUNDS; INVESTMENTS -
lmprOJerrent Fund," be deposited in the lrrprOJerrent Fund and, thereafter, shall be deposited in the 
Interest Account of the Bond Fund. Notwithstanding the foregoing, before any such deposit shall be made, 
such arrount shall be available forthe payrrent of any rebate that may be cwed underthe Code, as specified 
in a Written Request of the Community Facilities District delivered to the Trustee on or before September 
2 of each year. 

Whenever the balance in the Reserve Fund exceeds the amount required to redeem or l'.0-Y the 
Outstanding B ands, incl udi ng i nterest accrued to the date of i:ayrrent or redemption and preni um, if any, 
due upon rederrption, the Trustee shall, upon receipt of a Written Request of the Community Facilities 
District, transfer the arrount in the Reserve Fund to the Bond Fund or Rederrption Fund, as applicable, to 
be applied, on the next succeeding Interest Payrrent Date to the payrrent and rederrption of all of the 
Outstanding Bands. 

Whenever Bands are to be redeerred pursuant to the opti anal rederrpti on or mandatory redemption 
from Special Tax prepayrrent or One-Tirre Special Tax i:ayrrent prOJisions of the Indenture or the 
corresponding provisions of a Supplerrental Indenture, a proportionate share, deternined as prOJided 
belcw, of the amount on deposit in the Reserve Fund shall, on the Business Day prior to the date on which 
such Bonds are to be redeerred, be transferred b,t the Trustee from the Reserve Fund to the Redemption 
Fund and shall be applied to the redemption of said Bonds; prOJided, hcwever, that such amount shall be 
so transferred only if and to the extentthat the arrount remaining on deposit in the Reserve Fund will be at 
I east equal to the Reserve R equi rerrent ( excl udi ng from the cal cul ati on thereof said Bands to be redeemed). 
Such proportionate share shall be equal to the largest integral multiple of the minimum Authorized 
Denonination for said Bonds that is not larger than the amount equal to the product of (i) the arrount on 
deposit in the Reserve Fund on the date of such transfer, times (ii) a fraction, the nurrerator of which is the 
pri nci i:al amount of B ands to be so redeemed and the denoni nator of which is the pri nci i:aJ amount of 
Bands to be Outstandi ng on the day prior to the date on which such Bands are to be so redeemed. 

Rebate Fund. (a) The Trustee shall establish and maintain a special fund designated the "Rebate 
Fund' when and if needed. There shall be deposited in the Rebate Fund such amounts as are required to 
be deposited therein pursuant to the Tax Certificate, as specified in a Written Request of the Community 
Facilities District. All money at any tirre deposited in the Rebate Fund shall be held b,t the Trustee in trust, 
to the extent required to satisfy the Rebate Requirerrent, for i:ayrrent to the United States of Arrerica 
Notwithstanding defeasance of the Bands pursuant to the provisi ans of the Indenture described under the 
heading" DEFEASANCE," or anything to the contrary contained in the Indenture, all arrounts required to 
be deposited into or on deposit in the Rebate Fund shall be gOJerned exclusively b,t the prOJisions of the 
Indenture as summarized herein underthis heading(" -Rebate Fund') and b,t the Tax Certificate (which is 
incorporated in the Indenture b,t reference). The Trustee shall be deerred conclusively to have complied 
with such prOJisi ans if it fol lo.vs the written directions of the Community F aci I iti es District, and shal I have 
no liability or responsibility to enforce compliance b,t the Community Facilities District with the terms of 
the Tax Certificate. The Trustee may conclusively rely upon the Community Facilities District's 
deterninations, calculations and certifications required b,t the Tax Certificate. The Trustee shall have no 
responsibility to independently make any calculation or deternination or to revie.v the Community 
Facilities District's calculations. 
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(b) Any funds remaining in the Rebate Fund after payrrent in full of all of the Bonds and after 
P3-Yrrent of any amounts described in the prOJisions of the Indenture as sumrarized herein under this 
heading ("-Rebate Fund'), shall, upon receipt b,t the Trustee of a Written Request of the Comnunity 
Facilities District, be withdriM'n b,t the Trustee and renitted to the Community Facilities District. 

Administrative Expense Fund. The Trustee shall establish and maintain a special fund designated 
the "Adninistrative Expense Fund." The Trustee shall additionally deposit in theAdninistrative Expense 
Fund the amounts transferred from the Special Tax Fund and requi red to be deposited therein pursuant to 
the provisions of the I ndenture. 

(b) The moneys in the Adninistrative Expense Fund shall be used and withdriM'n b,t the 
Trustee fromtirre totirreto pay the Administrative Expenses upon subnission of a Written Request of the 
Community Facilities District stating: (a) the Person to whom payrrent is to be made; (b) the amountto be 
paid; ( c) the purpose for which the obi i gati on was incurred and that such purpose constitutes an 
A dni ni strative Expense; ( cl) that such payrrent is a proper charge agai nstthe A dmi ni strative Expense Fund; 
and (e) that such amounts have not been the sul::iject of a prior disburserrent from the Adninistrative 
Expense Fund; in each case together with a staterrent or invoice for each amount requested thereunder. 

Surplus Fund. The Trustee shall establish and maintain a special fund designated the "Surplus 
Fund." The Trustee shall deposit in the Surplus Fund the amounts transferred from the Special Tax Fund 
and requi red to be deposited therei n pursuantto the provisions of the I ndenture. The moneys i n the S urpl us 
Fund shall be used and withdrawn b,t the Trustee from tirre to tirre, upon receipt of a Written Request of 
the Community Facilities District, directing the Trustee totransferthe amount so specified in such Written 
Request to: (i) the Rederrption Fund to redeem Bonds; or (ii) transfer such amount to the Comnunity 
Facilities District to be applied to the payrrent of costs of facilities authorized to be financed b,t the 
Community Facilities District pursuanttothe Resolution of Formation. 

Costs of Issuance Fund. The Trustee shall establish and maintain a separate fund designated the 
"Costs of I ssuance Fund." 

The moneys in the Costs of Issuance Fund shall be used and withdrawn b,t the Trustee fromtirre 
to tirre to pay the Costs of Issuance upon submission of a Written Request of the Comnunity Facilities 
District stating: (a) the Person to whom payrrent is to be made; (b) the amount to be paid; (c) the purpose 
for which the obi i gati on was i ncurred; ( cl) that such payrrent is a proper charge agai nstthe Costs of I ssuance 
Fund; and ( e) that such amounts have not been the sul::ij ect of a prior di sburserrent from the Costs of I ssuance 
Fund, in each case together with a staterrent or invoice for each amount requested thereunder. On the last 
Business Day that is no later than six months afterthe Closing Date, the Trustee shall transfer any amount 
remaining in the Costs of Issuance Fund to the I rnproverrent Fund and, upon making such transfer, the 
Costs of I ssuance Fund shal I be closed. 

If the Costs of Issuance Fund has been closed in accordance with the prOJisions of the Indenture, 
the Costs of Issuance Fund shall be reopened and reestablished b,t the Trustee in connection with the 
issuance of any Additional Bonds, if so prOJided in the Supplerrental Indenture pursuant to which such 
Additional B ands are issued. 

I mprOJement Fund. (a) The Trustee shall establish and maintain a separate fund designated the 
"I mproverrent Fund." Upon the issuance of Additional Bonds, the Trustee shall deposit in the I mprOJerrent 
Fund the portion, if any, of the proceeds of the sale of such Additional Bonds required to be deposited 
therein underthe Suppl errental I ndenture pursuantto which such Addi ti anal Bands are issued. The Trustee 
shal I establish, as needed, separate subaccounts within the I mprOJerrent Fund to permit the separate 
accounting for amounts derived from Bond proceeds and from Special Taxes. 

A-18 



(b) The rroneys in the lrrprOJerrent Fund shall be used and withdrawn b,t the Trustee from 
tirre to tirre to l'.0-Y the costs of the Facilities upon subnission of a Written Request of the Community 
Facilities District stating (i) the Person to whom i:ayrrent is to be made, (ii) the amountto be plid, (iii) the 
purpose for which the obligation was incurred, (iv) that such i:ayrrent constitutes a cost of the Facilities 
and is a proper charge against the I rrprOJerrent Fund, and (v) that such amounts have not been the sul::iject 
of a prior di sburserrent from the I rrprOJerrent Fund. 

(c) Upon the filing of a Written Certificate of the Community Facilities District stating (i) that 
the Facilities to be financed from the I rrprOJerrent Fund have been corrpleted and that all costs of such 
Facilities have been plid, or (ii) that the Facilities have been substantially corrpleted and that all remaining 
costs of the Facilities have been deternined and specifying the amountto be retained therefor, the Trustee 
shall (A) if the amount remaining in the I rrprOJerrent Fund (less any such retention) is equal to or greater 
than $25,000, transferthe portion of such amount equal to the largest integral multiple of $5,000that is not 
greater than such amount to the R ederrpti on Fund, to be applied to the rederrpti on of Bands, and ( B) after 
making the transfer, if any, required to be made pursuant to the preceding clause (A), transfer all of the 
amount remaining in the lrrproverrent Fund (less any such retention) to the Interest Account of the Bond 
Fund, to be applied to the i:ayrrent of interest on the Bands. 

Investment of Moneys. Except as otherwise provided in the Indenture, all rroneys in any of the 
funds or accounts established pursuant to the I ndenture and held b,t the Trustee shal I be invested b,t the 
Trustee solely in Pernitted lnvestrrents, as directed in writing b,t the Community Facilities District two 
Business Days prior to the making of such investrrent. Moneys in all funds and accounts held bf the Trustee 
shall be invested in Permitted lnvestrrents maturing not later than the date on which it is estimated that 
such rroneys wi 11 be required for the purposes specified i n the I ndenture; prOJi ded, hew ever, that Permitted 
I nvestrrents in which moneys i n the Reserve Fund are so i nvested shal I mature no I ater than the earlier of 
five years from the date of investrrent or the final maturity date of the Bonds; prOJided, further, that if such 
Pernitted I nvestrrents may be redeemed at i:ar so as to be available on each Interest Payrrent Date, any 
amount in the Reserve Fund may be invested in such redeemable Permitted I nvestrrents maturing on any 
date on or prior to the final maturity date of the Bands. Absentti rrely written direction from the Community 
Facilities District, the Trustee shall invest any funds held b,t it in Pernitted lnvestrrents described in clause 
(e) of the definition thereof. 

Sul::iject to the provisions of the Indenture as summarized herein under the heading "SECURITY 
FOR BONDS; FLOW OF FUNDS; INVESTMENTS - Rebate Fund," all interest, profits and other incorre 
received from the i nvestrrent of rroneys in any fund or account established pursuant to the Indenture ( other 
than the Reserve Fund) shal I be retai ned therein. S ul::ij ect to the prOJi si ons of the I ndenture as summarized 
herein under the heading "SECURITY FOR BONDS; FLOW OF FUNDS; INVESTMENTS - Rebate 
Fund," all interest, profits or other income received from the investrrent of rroneys in the Reserve Fund 
shall, prior to the date on which a Written Certificate of the Community Facilities District is delivered to 
the Trustee pursuant to the prOJisions of the Indenture as summarized herein under i:aragraph (c) of the 
heading "SECURITY FOR BONDS; FLOW OF FUNDS; INVESTMENTS - lrrprOJerrent Fund," be 
transferred to the I rrprOJerrent Fund and, thereafter, shal I be transferred to the I nterest Account of the Bond 
Fund; prOJided, hcwever, that, notwithstanding the foregoing, any such transfer shall be made only if and 
to the extent that, after such transfer, the amount on deposit in the Reserve Fund is at least equal to the 
Reserve R equi rerrent. 

Pernitted lnvestrrents acquired as an investrrent of rroneys in any fund or account established 
under the Indenture shal I be credited to such fund or account. For the purpose of deterni ni ng the amount 
in any fund or account, all Permitted I nvestrrents credited to such fund shall be valued b,t the Trustee at the 
market value thereof, such valuation to be perforrred not less frequently than semiannually on or before 
each February 15 and August 15. The Trustee may utilize and rely upon securities pricing services available 
to it for such valuations, including those avai I able through the Trustee's accounting system 
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The Trustee rray act as pri nci i:al or agent in the rraki ng or disposing of any i nvestment. U pon the 
Written Request of the Community Facilities District, the Trustee shall sell or present for redemption any 
Pernitted Investments so purchased whenever it shal I be necessary to provide moneys to meet any required 
i:avment, transfer, withdrawal or disbursement from the fund to which such Permitted Investments is 
credited, and the Trustee shall not be liable or responsible for any loss resulting from any investment rrade 
or sold pursuant to the prOJisions of the Indenture sumrrarized herein underthis heading(" - Investment of 
Moneys"). For purposes of investment, the Trustee rray commingle moneys in any of the funds and 
accounts establ i shed under the I ndenture. 

The Community Facilities District ackncwledges thatthe extent regulations of the Comptroller of 
the Currency or other applicable regulatory entity grant the Community Facilities District the right to 
receive brokerage confirrrations of security transactions as they occur, the Community Facilities District 
specifically waives receipt of such confirrrations to the extent pernitted b,t law. The Trustee will furnish 
the Community Facilities District periodic cash transaction statements which include detail for all 
investment transactions made b,t the Trustee under the Indenture. 

State Reporting. If at any time the Trustee fails to i:av princii:al or interest due on any scheduled 
i:avment date for the Bonds, or if funds are withdrawn from the Reserve Fund to l'.0-Y princii:al or interest 
on the Bonds, the Trustee shall notify the Community Facilities District in writing of such failure or 
withdrawal , and the Community F aci I iti es District shal I notify the California Debt and I nvestment A cwi sory 
Comnission of such failure or withdrawal within 10 days of the failure to rrake such payment or the date 
of such withdrawal. 

COVENANTS 

Collection of Special Tax Revenues. The Community Facilities District shall corrply with all 
requirements of the Act so as to assure the timely collection of Special Tax Revenues, including without 
linitation, the enforcement of delinquent Special Taxes. 

Prior to August 1 of each year, the Community Facilities District shall ascertain from the County 
Assessor the relevant parcels on which the Special Taxes are to be levied, taking into account any parcel 
splits during the preceding and then current year. The Community Facilities District shall effect the levy of 
the Special Taxes each Fi seal Y ear in accordance with the Ordi nance b,t each August 1 O that the B ands are 
Outstanding, or otherwise such that the computation of the levy is corrplete before the final date on which 
the Auditcr will accept the transnission of the Special Tax amounts for the parcels within I mprOJement 
Area No. 1 for inclusion on the next real property tax roll. Upon the corrpletion of the computation of the 
amounts of the I evy, the Community F aci Ii ti es District shal I prepare or cause to be prepared, and shal I 
transnit to the Auditor, such data as the Auditor requires to include the levy of the Special Taxes on the 
next real property tax rol I . 

The Community Facilities District shall fix and levy the amount of Special Taxes within 
I mprOJementArea No. 1 in accordance with the Rate and Method and, sul::ijecttothe linitations in the Rate 
and Method as to the maximum Special Tax that may be levied, in an amount sufficienttoyieldthe amount 
required for the payment of pri nci pal of and interest on any Outstandi ng Bands becomi ng due and payable 
duri ng the Bond Y ear commenci ng i n such Fi seal Y ear, the amount requi red for any necessary 
replenishment of the Reserve Fund and the amount esti rrated to be sufficient to l'.0-Y the A dni ni strative 
Expenses during such year, taking into account the balances in the funds and accounts established under 
the I ndenture. 

The Special Taxes shall be i:ayable and be collected in the same rranner and at the same time and 
in the same i nstal I ment as the general taxes on real property are i:ayabl e, and have the same priority, become 
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del i nquent at the same ti me and in the same proportionate armunts and bear the same proportionate 
penalties and interest after delinquency as do the advaloremtaxes on real property. 

Foreclosure. PursuanttoSection 53356.1 of the Act, the Community Facilities District covenants 
with and forthe benefit of the owners of the Bonds that it will deternine or cause to be deternined, on or 
about October 1 of each year, whether or not any cwners of property within I mprOJement Area No. 1 are 
delinquent in the i:ayment of Special Taxes and, if such delinquencies exist, the Community Facilities 
District wi 11 send or cause to be sent a notice of deli nquency and demand for i:aymentthereof to the property 
cwner within 45 days of such deternination and if such delinquency remains uncured, order and cause to 
be commenced within 90 days of such deternination of delinquency, and thereafter diligently prosecute, 
an action in the superior court to foreclose the lien of any Special Taxes or installment thereof not paid 
when due. 

Notwithstanding the foregoing, hcwever, the Community Facilities District shall not be required to 
order the commencement of foreclosure proceedings under the preceding paragraph, if ( i) the total Special 
Tax delinquency in Improvement Area No. 1 for such Fiscal Year is less than 5% of the total Special Tax 
levied in such Fiscal Year, and (ii) no draw has been made on the Reserve Fund that has not been 
replenished. Hcwever, if the Community Facilities District deternines that any single property cwner in 
I mprOJement Area No. 1 is delinquent in excess of $10,000 in the i:ayment of the Special Tax, then the 
Community F aci I iti es District wi 11 di Ii gently i nsti tute, prosecute and pursue foreclosure proceedings agai nst 
such property cwner, notwithstanding the first sentence of this paragraph. 

Punctual Payment. The Community Facilities District shall punctually P3-Y or cause to be paid 
the princii:al, premium, if any, and interest to become due in respect of all the Bonds, in strict confornity 
with the terms of the Bonds and of the Indenture, according to the true intent and meaning thereof, but only 
out of Net Special Tax Revenues and other assets pledged for such i:ayment as prOJided in the Indenture 
and received b,t the Community Facilities District orthe Trustee. 

Extension of Payment of Bonds. The Community Facilities District shall not directly or indirectly 
extend or assentto the extension of the maturity of any of the Bonds orthe ti me of i:ayment of any claims 
for interest b,t the purchase of such Bands or b,t any other arrangement, and in case the maturity of any of 
the Bonds or the ti me of i:ayment of any such claims for i nterest shal I be extended, such Bonds or claims 
for interest shall not be entitled, in case of any default underthe Indenture, to the benefits of the Indenture, 
except sul::ij ect to the prior payment in ful I of the pri nci i:al of al I of the Bands then Outstanding and of al I 
cl ai ms for i nterest thereon which shal I not have been so extended. N othi ng i n the prOJi si ons of the I ndenture 
summarized underthis paragraph shall be deemed to linitthe right of the Community Facilities District to 
issue Bonds forthe purpose of refunding any Outstanding Bonds, and such issuance shall not be deemed to 
constitute an extension of maturity of the Bonds. 

Against Encumbrances. The Community Facilities District shall not create, or pernitthe creation 
of, any pledge, lien, charge, or other encumbrance upon the Special Tax Revenues and other assets pledged 
under the I ndenture whi I e any of the B onds are Outstandi ng, except as perni tted b,t the I ndenture. 

Pcwer to Issue Bonds and Make Pledge. The Community Facilities District is duly authorized 
pursuant to the A ct to issue the B onds and to enter i nto the I ndenture and to pl edge the Net Special Tax 
Re.1enues and other assets pledged under the Indenture in the manner and to the extent prOJided in the 
Indenture. The Bonds and the provisions of the Indenture are and will be the legal, valid, and binding 
special obi i gati ons of the Community F aci Ii ti es District i n accordance with thei rterms, and the Community 
Facilities District and the Trustee (sul::iject to the provisions of the Indenture as summarized herein under 
the heading "TRUSTEE") shall at all times, to the extent pernitted b,t law, defend, preserve and protect 
said pledge of Net Special Tax Revenues and other assets and all the rights of the Bond owners under the 
Indenture against al I claims and demands of al I Persais whomsoever. 
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Accounting Records and Financial Statements. The Trustee shall at all times keep, or cause to 
be kept, proper books of record and account, prepared i n accordance with prudent corporate trust i ndustry 
standards, in which accurate entries shal I be made of al I transactions made b,t it relating to the proceeds of 
the Bonds, the Special Tax Re.1enues and all funds and accounts established b,t it pursuanttothe Indenture. 
Such books of record and account shall be available for inspection b,t the Community Facilities District, 
duri ng regular busi ness hours and upon reasonable notice and under reasonable ci rcumstances as agreed to 
b,t the Trustee. The Trustee shall delivertothe Community Facilities District a monthly accounting of the 
funds and accounts it holds underthe Indenture; prOJided, hcwever, that the Trustee shall not be obligated 
to deliver an accounting for any fund or account that (a) has a balance of zero, and (b) has not had any 
activity since the last reporting date. 

Tax COJenants. (a) The Community Facilities District shall not take any action, or fail to take any 
action, if such action or failure to take such action would acwersely affect the exclusion from gross income 
of interest on the Series 2018'\ Bonds under Section 103 of the Code. Without liniting the generality of 
the foregoing, the Community Facilities District shall comply with the requirements of the Tax Certificate, 
which is incorporated in the Indenture as if fully set forth in the Indenture. The cOJenant summarized under 
this heading(" - Tax Covenants") shall survive payment in full or defeasance of the Bonds. 

(b) In the event that at any time the Community Facilities District is of the opinion that for 
purposes of the prOJisions of the Indenture summarized under this heading("- Tax Covenants") it is 
necessary or helpful to restrict or limit the yield on the investment of any moneys held b,t the Trustee in 
any of the funds or accounts established under the Indenture, the Community Facilities District shall so 
instruct the Trustee in wri ti ng, and the Trustee shal I take such action as may be necessary i n accordance 
with such instructions. 

(c) Notwithstanding any prOJisions of the Indenture summarized under this heading(" - Tax 
COJenants"), if the Community Facilities District shall prOJide to the Trustee an opinion of Bond Counsel 
to the effect that any specified action required under such provisions of the Indenture is no longer required 
or that some further or different action is required to maintain the exclusion from federal income tax of 
interest on the Series 2018'\ Bonds, the Trustee may conclusively rely on such opinion in complying with 
the requirements of such provisions of the Indenture and of the Tax Certificate, and the cOJenants under 
the I ndenture shal I be deemed to be modified to that extent. 

Continuing Disclosure. (a) The Community Facilities District shall comply with and carry out all 
of the prOJi si ons of the District Continuing Disclosure Agreement. Notwithstanding any other prOJi si on of 
the Indenture, failure of the Community Facilities District to comply with the District Continuing 
Disclosure Agreement shall not be considered an Event of Default; prOJided, hcwe.,,er, that the Trustee 
may ( and, at the written di recti on of any of the U nderwriter or the holders of at I east 25% aggregate pri nci pal 
amount of Outstanding Series 2018'\ Bonds, and upon indemnification of the Trustee to its reasonable 
satisfaction, shall) or any holder or beneficial cwner of the Series 2018'\ Bonds may, take such actions as 
may be necessary and appropriate to compel performance, i ncl udi ng seeki ng mandate or specific 
performance b,t court order. 

(b) The Developer has agreed to enter into the Developer Continuing Disclosure Agreement. 
Notwithstanding any other prOJision of the Indenture, failure of the De.1eloper to comply with the 
De.1eloper Continuing Disclosure Agreement shall not be considered an Event of Default; provided, 
hcwever, that the Trustee may (and, at the written direction of any of the Underwriter or the holders of at 
least 25% aggregate principal amount of Outstanding Series 2018'\ Bonds, and upon indemnification of 
the Trustee to its reasonable satisfaction, shall) or any holder or beneficial cwner of the Series 2018'\ Bonds 
may, take such actions as may be necessary and appropriate to compel performance, i ncl udi ng seeking 
mandate or specific performance b,t court order. 
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Annual Reports to the California Debt and Investment Advisory Commission. Not later than 
October 30 of each year, commencing October 30, 2018 and until the October 30 follcwing the final 
rrnturity of the Bonds, the Community Facilities District shall supply to the California Debt and Investment 
Advisory Commission the information required to be prOJided thereto pursuant to Section 53359.S(b) of 
the Act. Such information shall be made available to any owner upon written request to the Community 
Facilities District accompanied 0y a fee determined 0y the Community Facilities District to pay the costs 
of the Community Facilities District in connection therewith. The Community Facilities District shall in no 
event be liable to any owner or any other person or entity in connection with any error in any such 
information. 

Non-Cash Payments of Special Taxes. The Community Facilities District shall not authorize 
cwners of taxable parcels within I mprOJement Area No. 1 to satisfy Special Tax obi i gati ons 0y the tender 
of Bonds unless the Community Facilities District shall have first obtained a report of an Independent 
Consultant certifying that doing so would not result in the Community Facilities District having insufficient 
Special Tax Revenues to pay the principal of and interest on all Outstanding Bonds when due. 

Reduction in Special Taxes. The Community Facilities District shall not initiate proceedings 
under the Act to modify the Rate and Method if such modification would adversely affect the security for 
the Bands. If an initiative or referendum measure is proposed that purports to modify the Rate and Method 
in a mannerthatwould adversely affect the security for the Bonds, the Community Facilities District shall, 
to the extent pernitted 0y law, commence and pursue reasonable legal actions to prevent the modification 
of the Rate and Method in a mannerthatwould adversely affect the security for the Bonds. 

Further Assurances. The Community Facilities District shall make, execute and deliver any and 
al I such further agreements, i nstruments and assurances as may be reasonably necessary or proper to carry 
out the intention or to faci Ii tate the performance of the I ndenture and for the better assuri ng and confi rni ng 
unto the owners of the Bands of the rights and benefits provided i n the I ndenture. 

EVENTS OF DEFAULT AND RE MEDI ES 

Events of Default. The follcwing events shall be Events of Default: 

(a) Failure to pay any installment of principal of any Bonds when and as the same 
shall become due and payable, whether at rrnturity as therein expressed, 0y proceedings for 
redemption or otherwise. 

(b) Failure to pay any installment of interest on any Bonds when and as the same shall 
become due and payable. 

(c) Failure 0y the Community Facilities District to observe and perform any of the 
other cOJenants, agreements or conditions on its part in the Indenture or in the Bonds contained, if 
such failure shall have continued for a period of 60 days after written notice thereof, specifying 
such fai I ure and requi ring the same to be remedied, shal I have been given to the Community 
Facilities District 0y the Trustee or the owners of not less than 5% in aggregate principal amount 
of the Bonds at the time Outstanding; provided, hcwever, if in the reasonable opinion of the 
Community Facilities District the failure stated in the notice can be corrected, but not within such 
60 day period, such failure shall not constitute an Event of Default if corrective action is instituted 
0y the Community Facilities District within such 60 day period and the Community Facilities 
District shall thereafter diligently and in good faith cure such failure in a reasonable period oftime. 

(cl) The Community Facilities District or the County shall commence a voluntary case 
under Title 11 of the United States Code or any substitute or successor statute. 
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Foreclosure. If any Event of Default shall occur under the prOJisions of the Indenture as 
sumnarized herein under paragraphs (a) or (b) under the heading "EVENTS OF DEFAULT AND 
REMEDIES - Events of Default'' then, and in each and every such case during the continuance of such 
Event of Default, the Trustee rray, or at the written direction of the owners of not less than a majority in 
aggregate principc1.I amount of the Bonds at the tirre Outstanding, and upon being indemnified to its 
satisfaction therefor, shall, comrrence foreclosure against any parcels of land in I mprOJerrent Area No. 1 
with delinquent Special Taxes, as prOJided in Section 53356.1 of the Act; prOJided, hcwever, that the 
Trustee need not comrrence any such foreclosure if such foreclosure has been comrrenced b,t the 
Community Facilities District. 

Other Remedies. If an Event of Default shall have occurred underthe Indenture, the Trustee shall 
have the right: 

(a) b,t rrandamus, suit, action or proceeding, to compel the Community Facilities 
District and its officers, agents or errployees to perform each and every term, prOJision and 
cOJenant contai ned in the I ndenture and i n the B ands, and to require the carryi ng out of any or al I 
such covenants and agreerrents of the Community F aci I ities District and the ful fi 11 rrent of al I duties 
irrposed upon it b,t the Indenture and the Act; 

(b) b,t suit, action or proceeding in equity, to enjoin any acts or things which are 
unlawful, or the violation of any of the Trustee's or Bond owner's rights; or 

( c) b,t suit, action or proceedi ng in any court of competent j uri sdi cti on, to requi re the 
Community Facilities District and its officers and errployees to account as if it and they were the 
trustees of an express trust. 

Application of Net Special Tax Revenues After Default. If an Event of Default shall occur and 
be continuing, all Net Special Tax Revenues and any other funds thereafter received b,t the Trustee under 
any of the prOJisions of the Indenture shall be applied b,t the Trustee as folio.vs and in the follcwing order: 

(a) To the pc1.yrrent of any expenses necessary in the opinion of the Trustee to protect 
the interests of the owners of the Bands and payrrent of reasonable fees, charges and expenses of 
the Trustee (including reasonable fees and disburserrents of its counsel) incurred in and about the 
performance of its pcwers and duties under the Indenture; 

(b) To the pc1.yrrent of the principal of and interestthen due with respect to the Bonds 
(upon presentation of the Bonds to be paid, and stamping thereon of the pc1.yrrent if only partially 
paid, or surrenderthereof if fully pc1.id) sul::iject to the prOJi si ons of the Indenture, as fol I cws: 

First: To the payrrenttothe Persons entitled thereto of all installrrents of interest 
then due in the order of the rraturity of such instal I rrents and, if the amount available shall 
not be sufficient to P3-Y i n ful I any i nstal I rrent or i nstal I rrents rraturi ng on the sarre date, 
then to the pc1.yrrent thereof ratably, according to the amounts due thereon, to the Persons 
entitled thereto, with out any di scri ni nation or preference; and 

Second: To the payrrent to the Persons entitled thereto of the unpc1.id principal of 
any Bonds which shall have become due, whether at maturity or b,t call for redemption, 
with interest on the overdue principal at the rate borne b,t the respective Bands on the date 
of rraturity or redemption, and, if the amount available shall not be sufficientto pay in full 
al I the B ands, together with such i nterest, then to the pc1.yrrent thereof ratably, accordi ng to 
the amounts of principc1.I due on such date to the Persons entitled thereto, without any 
di scri ni nation or preference. 
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(c) Any rerraining funds shall be transferred b,t the Trustee to the Special Tax Fund. 

Paver of Trustee to Enforce. All rights of action underthe Indenture or the Bonds or otherwise 
rray be prosecuted and enforced b,t the Trustee without the possession of any of the B ands or the production 
thereof i n any proceedi ng rel ati ng thereto, and any such suit, action or proceeding i nsti tuted b,t the Trustee 
shal I be brought in the narre of the Trustee for the benefit and protection of the owners of such B ands, 
sul::iject to the prOJisions of the Indenture. 

Bond Owners' Direction of Proceedings. Anything in the Indenture to the contrary 
notwithstanding, the owners of a majority in aggregate principal arrount of the Bonds then Outstanding 
shall have the right, b,t an instrurrent or concurrent instrurrents in writing executed and delivered to the 
Trustee, and upon indemnification of the Trustee to its reasonable satisfaction, to direct the rrethod of 
conducting all rerredial proceedings taken b,t the Trustee underthe Indenture, prOJided that such direction 
shall not be otherwise than in accordance with law and the prOJisions of the Indenture, and that the Trustee 
shall have the right to decline to follo.v any such direction which in the opinion of the Trustee would be 
unjustly pr~ udicial to Bond owners not parties to such direction. 

Limitation on Bond Owners' Right to Sue. No owner of any Bonds shall have the right to 
institute any suit, action or proceeding at law or in equity, for the protection or enforcerrent of any right or 
remedy under the Indenture, the Act or any other appiicable law with respect to such Bonds, unless: (a) 
such Owner shall have given to the Trustee written notice of the occurrence of an Event of Default; (b) the 
Owners of a majority in aggregate principal arrount of the Bonds then Outstanding shall have rradewritten 
request upon the Trustee to exercise the po.vers granted orto institute such suit, action or proceeding in its 
o.vn narre; ( c) such owner or said owners shal I have tendered to the Trustee indemnity agai nst the costs, 
expenses and liabilities to be incurred in compiiance with such request; and (cl) the Trustee shall have 
refused or onitted to comply with such request for a period of 60 days after such written request shall have 
been received b{, and said tender of indemnity shall have been made to, the Trustee. 

Such notification, request, tender of indemnity and refusal or oni ssi on are declared, i n every case, 
to be conditions precedent to the exercise b,t any owner of Bonds of any remedy under the Indenture or 
under law; it being understood and intended that no one or more owners of Bonds shall have any right in 
any manner whatever b,t his or their action to affect, disturb, or pr~ udi ce the security of the Indenture or 
the rights of any other owners of Bands, or to enforce any right under the Bands, the I ndenture, the A ct or 
other applicable I aw with respect to the Bands, except in the rranner in the I ndenture prOJi ded, and that al I 
proceedings at law or in equity to enforce any such right shall be instituted, had and maintained in the 
manner in the Indenture prOJi ded and for the benefit and protection of al I owners of the Outstanding Bands, 
sul::iject to the prOJisions of the Indenture. 

Absolute Obligation. Nothing in the prOJisions of the Indenture sumrrarized under the heading 
("EVENTS OF DE FAUL TS AND REMEDIES - Limitation on Bond owners' RighttoSue") abOJe or in 
any other prOJision of the Indenture or in the Bonds contained shall affect or impair the obligation of the 
Community Facilities District, which is albsolute and unconditional, to pay the principal of and interest on 
the Bonds to the respective owners of the Bonds at their respective dates of rraturity, or upon call for 
redemption, as provided in the Indenture, but only out of the Net Special Tax Revenues and other assets 
herein pledged therefor and received b,tthe Community Facilities District or the Trustee, or affect or impair 
the right of such owners, which is also absolute and unconditional, to enforce such payrrent b,t virtue of 
the contract embodied i n the B ands. 

Termination of Proceedings. In case any proceedings taken b,t the Trustee or any one or more 
Bond owners on account of any Event of Default shal I have been di sconti nued or abandoned for any reason 
or shall have been deternined acwersely to the Trustee or the Bond owners, then in every such case the 
Community Facilities District, the Trustee and the Bond owners, sul::iject to any deternination in such 
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proceedings, shall be restored to their forrrer positions and rights under the Indenture, severally and 
respectively, and all rights, rerredies, pcwers and duties of the Community Facilities District, the Trustee 
and the Bond owners shal I conti nue as though no such proceedings had been taken. 

Remedies Not Exclusive. No remedy in the Indenture conferred upon or reserved to the Trustee 
or to the owners of the Bands is i ntencled to be exclusive of any other remedy or rerredi es, and each and 
every such rerredy, to the extent pernitted b,t law, shal I be cumulative and in addition to any other rerredy 
gven underthe Indenture or new or hereafter existing at law or in equity or otherwise. 

No Waiver of Default. No delay or omission of the Trustee or of any owner of the Bonds to 
exercise any right or pcwer arising upon the occurrence of any default shall impc1.ir any such right or pcwer 
or shall be construed to be a waiver of any such default or an acquiescence therein, and every pcwer and 
remedy given b,t the Indenture to the Trustee or to the owners of the Bonds may be exercised fromtirre to 
ti rre and as often as may be deerred expedient. 

TRUSTEE 

Duties and Liabilities of Trustee. (a) Duties of Trustee Generally. The Trustee shall, prior to an 
Event of Default, and afterthe curing or waiver of all Events of Default which may have occurred, perform 
such duties and only such duties as are expressly and specifically set forth in the Indenture. The Trustee 
shall, during the existence of any Event of Default which has not been cured or waived, exercise such of 
the rights and pcwers vested in it b,t the Indenture, and use the sarre degree of care and ski 11 in their exercise, 
as a prudent person would exercise or use under the circumstances in the conduct of such persons ewn 
affairs. 

(b) Rem:,.-al of Trustee. The Community Facilities District may upon 30days prior written 
notice rerrove the Trustee at any ti rre uni ess an Event of Default shal I have occurred and then be con ti nui ng, 
and shal I rerno.1e the Trustee if at any ti rre requested to do so b,t an i nstrurrent or concurrent i nstrurrents 
in writing signed b,t the owners of not less than a majority in aggregate principal amount of the Bonds then 
Outstanding (or their attorneys duly authorized in writing) or if at any tirre the Trustee shall cease to be 
eligible in accordance with the prOJisions of the Indenture summarized herein under pc1.ragraph (e) belew, 
or shal I becorre i ncapc1.bl e of acting, or shal I be adjudged a bankrupt or insolvent, or a receiver of the Trustee 
or its property shal I be appointed, or any public officer shal I take control or charge of the Trustee or of its 
property or affairs fcr the purpose of rehabilitation, conservation, or liquidation, in each case b,t giving 
written notice of such rerroval to the Trustee and thereupon shall appoint a successor Trustee b,t an 
i nstrurrent in writing. 

(c) Resignation of Trustee. The Trustee may at any tirre resign b,t giving written notice of 
such resignation b,t first class mail, postage prepaid, to the Community Facilities District, and to the Bond 
OWners at the respective addresses shewn on the Registration Books. Upon receiving such notice of 
resignation, the Community F aci I ities District shal I promptly appoint a successor Trustee b,t an i nstrurrent 
in writing. The Trustee shall not be relieved of its duties until such successor Trustee has accepted 
appoi ntrrent. 

(cl) Appointrrent of Successor Trustee. Any rerno.1al or resignation of the Trustee and 
appoi ntrrent of a successor Trustee shal I becorre effective upon acceptance of appoi ntrrent b,t the successor 
Trustee; prOJi ded, hew ever, that under any ci rcumstances the successor Trustee shal I be qualified as 
prOJided in the provisions of the Indenture summarized herein under paragraph (e) belew. If no qualified 
successor Trustee shal I have been appoi nted and have accepted appoi ntrrent wi thi n 4 5 days fol I ewi ng 
gving notice of rerno.1al or notice of resignation as aforesaid, the resigning Trustee or any Bond owner 
(on behalf of himself and all other Bond owners) may petition any court of competentjurisdiction forthe 
appoi ntrrent of a successor Trustee, and such court may thereupon, after such notice (if any) as it may deem 
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proper, appoi nt such successor Trustee. Any successor Trustee appointed under the I ndenture shal I signify 
its acceptance of such appointment 0y executing and delivering to the Community F aci I ities District and to 
its predecesscrTrustee a written acceptance thereof, and after i:ayment 0y the Community Faci I ities District 
of al I unpaid fees and expenses of the predecessor Trustee, then such successor Trustee, with out any further 
act, deed or conveyance, shal I become vested with al I the moneys, estates, properties, rights, pcwers, trusts, 
duties, and obligations of such predecessor Trustee, with like effect as if originally named Trustee herein; 
but, nevertheless at the Written Request of the Community F aci I iti es District orthe request of the successor 
Trustee, such predecessor Trustee shal I execute and deliver any and al I i nstruments of conveyance or further 
assurance and do such other things as may reasonably be required for more fully and certainly vesting in 
and confirning to such successor Trustee all the right, title and interest of such predecessor Trustee in and 
to any property held 0y it under the Indenture and shall l'.0-Y OJer, transfer, assign, and deliver to the 
successor Trustee any money or other property sul::ij ect to the trusts and con di ti ons set forth i n the I ndenture. 
Upon request of the successor Trustee, the Community F aci I ities District shal I execute and deliver any and 
al I instruments as may be reasonably required for more fully and certainly vesting in and confirming to 
such successor Trustee al I such moneys, estates, properties, rights, pcwers, trusts, duties, and obi i gati ons. 
Upon acceptance of appointment 0y a successor Trustee as prOJided in the Indenture as summarized herein 
under this i:aragraph, the Community Facilities District shall mail or cause the successor Trustee to mail, 
0y first class mail postage prei:aid, a notice of the succession of such Trustee to the trusts under the 
Indenture to each rating agency which then maintains a rating on the Bands and to the Bond owners at the 
addresses shewn on the Registration Books. If the Community Facilities District fails to mail such notice 
within 15 days after acceptance of appointment 0y the successor Trustee, the successor Trustee shall cause 
such notice to be mailed at the expense of the Community Facilities District. 

( e) Qua I i fi cations ofT rustee. The Trustee shal I be a trust comi:any or bank havi ng trust pcwers 
in good standing in or incorporated under the laws of the United States or any state thereof, having ( or if 
such bank or trust company is a member of a bank holding company system, its i:arent bank holding 
comi:any shall have) a combined capital and surplus of at least $75,000,000, and sul::iject to supervision or 
examination 0y federal or state agency. If such bank or trust company publishes a report of condition at 
I east annual ly, pursuant to I aw or to the requirements of any supervi si ng or exani ni ng agency abo.ie 
referred to, then for the purpose of the I ndenture as summarized herei n under this paragraph the combi ned 
capital and surplus of such bank or trust comi:any shal I be deemed to be its combined capital and surplus 
as set forth in its most recent report of condition so published. In case at any time the Trustee shall cease 
to be eligible in accordance with the provisions of the Indenture as summarized under this paragraph (e), 
the Trustee shall resign immediately in the manner and with the effect specified in the prOJisions of the 
Indenture as summarized herein underthe heading "TRUSTEE - Duties and Liabilities of the Trustee." 

Merger or Consolidation. Any bank ortrust comi:any into which the Trustee may be merged or 
converted or with which it may be consolidated or any bank or trust comi:any resulting from any merger, 
conversion or consolidation to which it shall be a i:artv or any bank or trust company to which the Trustee 
may sell or transfer all or substantially all of its corporate trust business, prOJided such bank or trust 
comi:any shal I be el i gi bl e under the I ndenture shal I be the successor to such Trustee, without the execution 
or filing of any paper or any further act, anything in the Indenture to the contrary notwithstanding. 

Liability of Trustee. (a) The recitals of facts in the Indenture and in the Bonds contained shall be 
taken as statements of the Community Facilities District, and the Trustee shall not assume responsibility 
for the correctness of the same, or make any representations as to the validity or sufficiency of the Indenture 
or of the Bonds or shall incur any responsibility in respect thereof, other than as expressly stated in the 
Indenture in connection with the respective duties or obligations herein or in the Bonds assigned to or 
imposed upon it. The Trustee shall, hcwever, be responsible for its representations contained in its 
certificate of authentication on the Bonds. The Trustee makes no representations as to the validity or 
sufficiency of the Indenture or of any Bands, or in respect of the security afforded 0y the Indenture and the 
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Trustee shal I incur no responsi bi I ity in respect thereof. The Trustee shal I be under no responsi bi I ity or duty 
with respect to the issuance of the Bands for value, the application of the proceeds thereof except to the 
extentthat such proceeds are received b,t it in its capc1.city as Trustee, or the application of any moneys paid 
to the Community Facilities District or others in accordance with the Indenture. The Trustee shall not be 
liabie in connection with the perforrrance of its duties under the Indenture, except for its cwn negligence 
or willful nisconduct. The Trustee shall not be liable for any action taken or omitted b,t it in good faith 
and believed b,t it to be authorized or within the discretion or rights or pcwers conferred upon it b,t the 
Indenture. The Trustee rray becorre the owner of Bonds with the sarre rights it would have if it were not 
Trustee, and, to the extent pernitted b,t law, rray act as depository for and pernit any of its officers or 
di rectors to act as a rrernber of, or i n any other capc1.ci ty with respect to, any comni nee forrred to protect 
the rights of Bond owners, whether or not such comnittee shall represent the owners of a majority in 
aggregate pri nci pai amount of the Bands then Outstandi ng. 

(b) The Trustee shall not be liabie for any error of judgrrent rrade in good faith b,t a 
responsible officer, unless it shall be prOJed that the Trustee was negligent in ascertaining the pertinent 
facts. 

(c) The Trustee shall not be liable with respect to any action taken or onitted to be taken b,t it 
in good faith in accordance with the direction of the owners of not less than a majority in aggregate 
pri nci pc1.I amount of the Bands at the ti rre Outstanding relating to the ti rre, rrethod and pl ace of conducting 
any proceeding for any remedy available to the Trustee, or exercising any trust or pcwer conferred upon 
the Trustee under the Indenture. 

(cl) No prOJision of the Indenture shall require the Trustee to risk or acwance its cwn funds. 
The Trustee rray execute any of its pcwers or duties under the Indenture through attorneys, agents or 
receivers and shall not be answerable for the actions of such attorneys, agents, or receivers if selected b,t it 
with reasonable care. 

(e) The Trustee shall not be deemed to have kncwledge of an Event of Default under the 
Indenture unless it has actual kncwledge thereof. 

( f) The Trustee shal I have no responsi bi Ii ty with respect to any i nforrrati on, staterrent, or 
recital in any official staterrent or any other disclosure rraterial prepared or distributed with respect to the 
Bonds. 

MODIFICATION OR AMENDMENT 

Amendments Permitted. (a) The Indenture and the rights and obligations of the Community 
Facilities District, the owners of the Bonds and the Trustee may be modified or amended fromtirre totirre 
and at any tirre b,t a Supplerrental Indenture, which the Community Facilities District and the Trustee may 
enter i nto with the written consent of the owners of a majority in aggregate pri nci pc1.I amount of al I Bands 
then Outstanding, which shall have been filed with the Trustee. No such modification or arrendrrent shall 
(i) extend the fixed maturity of any Bonds, reduce the amount of principai thereof or the rate of interest 
thereon, alter the redemption prOJisions thereof or extend the tirre of P3-Yrrent thereof, without the consent 
of the owner of each Bond so affected, or (ii) reduce the aforesaid percentage of Bonds the consent of the 
OWners of which is requi red to effect any such modification or arnendrrent, with out the consent of the 
OWners of al I of the Bands then Outstandi ng, or ( i ii) perni t the creation of any Ii en on the Net Special Tax 
Revenues and other assets pledged under the Indenture prior to or on a parity with the lien created b,t the 
Indenture cr deprive the owners of the Bonds of the lien created b,t the Indenture on such Net Special Tax 
Revenues and other assets (except as expressly prOJided in the Indenture), without the consent of the 
OWners of al I of the Bands then Outstandi ng. It shal I not be necessary for the consent of the Bond owners 
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to apprOJe the particular form of any Supplerrental Indenture, but it shall be sufficient if such consent shall 
approve the substance thereof. 

(b) The Indenture and the rights and obligations of the Community Facilities District, the 
Trustee and the owners of the B ands may al so be modified or arrended from ti rre to ti rre and at any ti rre 
b,t a Supplerrental Indenture, which the Community Facilities District and the Trustee may enter into 
without the consent of any Bond owners for any one or more of the fol Io.vi ng purposes: 

(i) to add to the cOJenants and agreerrents of the Community F aci I ities District in the 
Indenture contained other cOJenants and agreerrents thereafter to be olbserved, to pl edge, or assign 
additional security for the Bonds (or any portion thereof), or to surrender any right or po.ver in the 
Indenture reserved to or conferred upon the Community F aci I iti es District; 

(ii) to make such prOJi si ons for the purpose of curi ng any ambiguity, i nconsi st ency, 
or onission, or of curing or correcting any defective prOJision contained in the Indenture; 

(iii) to prOJide for the issuance of one or more Series of Additional Bonds, and to 
prOJide the terms and conditions under which such Series of Additional Bonds may be issued, 
sul::iject to and in accordance with the prOJisions of the Indenture as described herein under the 
heading"ISSUANCE OF BONDS; APPLICATION OF PROCEEDS; ADDITIONAL BONDS;" 

(iv) to modify, arrend or supplerrent the Indenture in such manner as to pernit the 
qualification of the Indenture under the Trust Indenture Act of 1939, as arrended, or any similar 
federal statute hereafter i n effect, and to add such other terms, conditions and prOJi si ons as may be 
perni tted b,t said act or si mi I ar federal statute; 

(v) to modify, amend or supplerrentthe Indenture in such manner as to cause interest 
on the Bands to be excl udabl e from gross i ncorre for purposes of federal i ncorne taxation b,t the 
United States of Arrerica; and 

(vi) in any other respect whatsoever as the Community Facilities District may deem 
necessary or desirable, provided that such modification or arrendrrent does not materially 
acwersely affect the interests of the B ond owners under the I ndenture. 

(c) Promptly after the execution b,t the Community Facilities District and the Trustee of any 
Supplerrental Indenture, the Trustee shall mail a notice (the form of which shall be furnished to the Trustee 
b,t the Community Facilities District), b,t first class mai I postage prepaid, setting forth in general terms the 
substance of such Supplerrental Indenture, to the owners of the Bonds at the respective addresses sho.vn 
on the Registration Books. Any failuretogive such notice, or any defect therein, shall not, ho.vever, in any 
way irrp3.ir or affect the validity of any such Supplerrental Indenture. 

Effect of Supplemental Indenture. Upon the execution of any Supplerrental Indenture pursuant 
to the prOJisions of the Indenture described herein under the heading "MODIFICATION OR 
AMENDMENT," the Indenture shall be deemed to be modified and arrended in accordance therewith, and 
the respective rights, duties, and obligations under the Indenture of the Community Facilities District, the 
Trustee and al I owners of Bands Outstandi ng shal I thereafter be deterni ned, exercised, and enforced under 
the I ndenture sul::ij ect i n al I respects to such modification and arnendrrent, and al I the terms and conditions 
of any such Supplerrental Indenture shall be deemed to be part of the terms and conditions of the Indenture 
for any and al I purposes. 

Endorsement of Bands; Preparation of New Bands. Bonds delivered afterthe execution of any 
Suppl errental I ndenture pursuantto the I ndenture as descri bed herei n underthe headi ng " MODI FI CA Tl ON 

A-29 



OR AMENDMENT," may, and iftheComnunity Facilities District so determines shall, bear a notation 0y 
endorsement or otherwise in form apprOJed 0y the Community Facilities District and the Trustee as to any 
modification or amendment prOJided for in such Supplemental Indenture, and, in that case, upon demand 
of the owner of any B ands Outstandi ng at the ti me of such execution and presentation of his Bands for the 
purpose at the Office of the Trustee a suitable notation shal I be made on such Bands. I f the Supplemental 
Indenture shall so provide, new Bonds so modified as to conform, in the opinion of the Community 
Facilities District and the Trustee, to any modification or amendment contained in such Supplemental 
Indenture, shall be prepared and executed 0y the Community Facilities District and authenticated 0y the 
Trustee, and upon demand of the owners of any Bonds then Outstanding shall be exchanged at the Office 
of the Trustee, without cost to any Bond owner, for Bonds then Outstanding, upon surrender for 
cancellation of such Bonds, in equal aggregate principal amount of the same interest rate and maturity. 

Amendment of Particular Bonds. The provisions of the Indenture as summarized herein under 
the heading "MODIFICATION OR AMENDMENT" shall not prevent any Bond owner from accepting 
any amendment as to the particular Bonds held 0y such owner. 

DEFEASANCE 

Discharge of Indenture. If the Comnunity Facilities District shall pay or cause to be paid or there 
shal I otherwise be paid to the owners of al I Outstanding Bands the pri nci pal thereof and the interest and 
prenium, if any, thereon at the times and in the manner stipulated in the Indenture and therein, then the 
OWners of such Bonds shall cease to be entitled to the pledge of the Net Special Tax Revenues and the 
other assets as provided in the I ndenture, and al I agreements, covenants and other obi i gati ons of the 
Community Facilities District to the owners of such Bonds under the Indenture shall thereupon cease, 
terminate, and become void and be discharged and satisfied. I n such event, the Trustee shal I execute and 
deliver to the Community Facilities District all such instruments as may be necessary or desirable to 
evidence such discharge and satisfaction, and the Trustee shall pay OJer or deliver to the Comnunity 
Facilities District all money or securities held 0y it pursuanttothe Indenture which are not required for the 
payment of the principal of and interest and premium, if any, on such Bonds. 

S ul::ij ect to the provisions of the abo.ie paragraph, when any of the Bands shal I have been paid and 
if, atthe ti me of such payment, the Community F aci I ities District shal I have kept, performed and observed 
al I of the cOJenants and promises i n such B ands and i n the I ndenture requi red or contemplated to be kept, 
performed and observed 0y the Comnunity Facilities District or on its part on or priortothattime, then the 
Indenture shall be considered to have been discharged in respect of such Bonds and such Bonds shall cease 
to be entitled to the Ii en of the Indenture and such Ii en and al I cOJenants, agreements and other obi i gati ons 
of the Community F aci I iti es District under shal I cease, terni nate become void and be completely discharged 
as to such Bands. 

Notwithstanding the satisfaction and discharge of the Indenture or the discharge of the Indenture 
in respect of any Bonds, those provisions of the Indenture relating to the maturity of the Bonds, interest 
payments and dates thereof, exchange and transfer of Bonds, replacement of mutilated, destrO{ed, lost or 
stolen Bands, the safekeeping and cancel I ati on of Bands, non-presentment of B ands, and the duties of the 
Trustee in connection with all of the foregoing, shall remain in effect and shall be binding upon the Trustee 
and the owners of the Bands and the Trustee shal I con ti nue to be obi i gated to hold i n trust any moneys or 
investments then held 0y the Trustee for the payment of the principal of and interest and premium, if any, 
on the Bonds, to pay to the owners of Bonds the funds so held 0y the Trustee as and when such payment 
becomes due. Notwithstanding the satisfaction and discharge of the Indenture or the discharge of the 
Indenture in respect of any Bands, those prOJi si ons of the Indenture relating to the compensation of the 
Trustee shall remain in effect and shall be binding upon the Trustee and the Community Facilities District. 
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Bonds Deemed To Have Been Paid. If moneys shall have been set aside and held 0y the Trustee 
for the i:ayrrent or rederrpti on of any B ands and the i nterest thereon at the maturity or rederrpti on date 
thereof, such Bonds shall be deerred to have been i:aidwithin the meaning and with the effect provided in 
the Indenture as summarized herein under the heading "DEFEASANCE - Discharge of Indenture." Any 
Outstanding Bonds shall prior to the maturity date or rederrption date thereof be deerredto have been paid 
within the rreaning of and with the effect expressed in the Indenture as summarized herein under the 
heading" DEFEASANCE - Discharge of Indenture" if (a) in case any of such Bonds are to be redeerred 
on any date prior to their maturity date, the Community Facilities District shall have given to the Trustee 
in form satisfactory to it irrevocable instructions to mail, on a date in accordance with the prOJisions of the 
Indenture, notice of redemption of such Bonds on said rederrption date, said notice to be given in 
accordance with the Indenture, (b) there shal I have been deposited with the Trustee either (i) money in an 
amount which shall be sufficient, or (ii) Federal Securities that are not sul::iject to redemption otherthan at 
the option of the holder thereof, the interest on and pri nci pal of which when paid wi 11 prOJi de money which, 
together with the money, if any deposited with the Trustee at the sarre tirre, shall, as verified 0y an 
independent certified public accountant, be sufficient to l'.0-Y when due the interest to becorre due on such 
Bands on and prior to the maturity date or redemption date thereof, as the case may be, and the pri nci i:al of 
and preni um, if any, on such Bands, which sufficiency shal I be veri fi eel i n a report of an independent fi rm 
of nati anal ly recognized certi fi eel publ i c accountants, and ( c) i n the event such B ands are not 0y thei r terms 
sul::iject to redemption within the next succeeding 60 days, the Community Facilities District shall have 
gven the Trustee in form satisfactory to it irrevocable instructions to mail as soon as practicable, a notice 
to the cwners of such Bonds thatthe deposit required 0y clause (b) abOJe has been made with the Trustee 
and that such Bonds, are deemed to have been paid in accordance with the provisions of the Indenture as 
summarized herein underthi s paragraph and stating the maturity date or redemption date upon which money 
is to be available for the i:ayrrent of the princii:al of and prenium, if any, on such Bonds. 

Payment of Bonds After Discharge of Indenture. Notwithstanding any prOJisions of the 
I ndenture, to the extent perni ned 0y I aw, any moneys held 0y the Trustee i n trust for the i:ayrrent of the 
pri nci i:al of, or premium or interest on, any Bands and remaining uncl ai rred for two years after the date of 
deposit of such moneys, shall be repaid to the Community Facilities District free from the trusts created 0y 
the Indenture, and all liability of the Trustee with respect to such moneys shall thereupon cease; prOJided, 
hcwever, that before the repayrrent of such moneys to the Community Facilities District as aforesaid, the 
Trustee may (atthe cost of the Community Facilities District) first mail, 0y first class mail postage prepaid, 
to the owners of B ands which have not yet been i:ai d, at the respective addresses shewn on the R egi strati on 
Books, a notice, in such fcrm as may be deerred appropriate 0y the Trustee with respect to the Bonds so 
payable and not presented and with respect to the prOJisions relating to the repayrrent to the Community 
Facilities District of the moneys held for the i:ayrrent thereof. 

MISCELLANEOUS 

Special Obligations. All obligations of the Community Facilities District underthe I ndentureshall 
be special obligations of the Community Facilities District, i:ayable solely from Special Tax Revenues and 
the other assets pledged therefor under the Indenture; prOJided, hcwever, that all obligations of the 
Community Facilities District under the Bonds shall be special obligations of the Community Facilities 
District, payable solely from Net Special Tax Revenues and the other assets pledged therefor under the 
Indenture. Neitherthe faith and credit nor the taxing pcwer of the Community Facilities District ( except to 
the linited extent set forth in the Indenture), the County, or the State of California, or any political 
subdivision thereof, is pl edged to the i:ayrrent of the Bands. 

Successor Is Deemed Included in All References to Predecessor. Whenever in the Indenture 
either the Community Facilities District or the Trustee is narred or referred to, such reference shall be 
deerred to i ncl ude the successors or assigns thereof, and al I the cOJenants and agreerrents in the I ndenture 
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contained 0y or on behalf of the Comnunity Facilities District or the Trustee shall bind and inure to the 
benefit of the respective successors and assigns thereof whether so expressed or not. 

Limitation of Rights. Nothing in the Indenture or in the Bonds expressed or irrplied is intended 
or shall be caistrued to give to any Person other than the Trustee, the Community Facilities District and 
the owners of the Bonds, any legal or equitable right, remedy or claim under or in respect of the Indenture 
or any cOJenant, condition or prOJision therein or in the Indenture contained, and all such cOJenants, 
conditions and prOJisions are and shall be held to be forthe sole and exclusive benefit of the Trustee, the 
Community Facilities District and the owners of the Bonds. 

Waiver of Notice; Requirement of Mailed Notice. Whenever in the I ndenturethegivingof notice 
0y mail or otherwise is required, the giving of such notice may be waived in writing 0y the Person entitled 
to receive such notice and in any such case the giving or receipt of such notice shall not be a condition 
precedenttothevalidity of any action taken in reliance upon such waiver. Whene.,,er in the Indenture any 
notice shall be required to be given 0y mail, such requirement shall be satisfied 0ythe deposit of such notice 
in the United States mail, postage prepaid, 0y first class mail. 

Destruction of Bonds. Whenever in the Indenture provision is made for the cancellation 0y the 
Trustee and the delivery to the Community Facilities District of any Bonds, the Trustee shall, in lieu of 
such cancel I ati on and del ivery, destroy such B ands. 

Se.1erability of Invalid PrOJisions. If any one or more of the prOJisions contained in the Indenture 
or in the Bonds shall for any reason be held to be invalid, illegal or unenforcealble in any respect, then such 
prOJi si on or prOJi si ans shal I be deemed severable from the remai ni ng provi si ans contained in the I ndenture 
and such invalidity, illegality, or unenforceability shall not affect any other provision of the Indenture, and 
the Indenture shall be construed as if such invalid or illegal or unenforceable provision had never been 
contained in the Indenture. The Community Facilities District here0y declares that it would have entered 
into the Indenture and each and every other Section, subsection, paragraph, sentence, clause or phrase of 
the I ndenture and authorized the issuance of the B ands pursuant thereto irrespective of the fact that any one 
or more Sections, subsections, paragraphs, sentences, clauses or phrases of the Indenture may be held 
i 11 egal , i nval id or unenforcealbl e. 

Evidence of Rights of Bond Owners. Any request, consent or other instrument required or 
pernitted 0y the I ndentureto be signed and executed 0y Bond owners may be in any nuniber of concurrent 
instruments of substantially sinilartenor and shall be signed or executed 0y such Bond owners in Person 
or 0y an agent or agents duly appointed in writing. Proof of the execution of any such request, consent or 
other instrument or of a writing appointing any such agent, or of the holding 0y any Person of Bonds 
transferalbl e 0y del ivery, shal I be sufficient for any purpose of the I ndenture and shal I be conclusive i n favor 
of the Trustee and the Community Facilities District if made in the manner prOJided in the prOJisions of 
the Indenture summarized herein under this paragraph. The fact and date of the execution 0y any Person 
of any such request, consent or other instrument or writing may be proved 0y the certificate of any notary 
publ i c or other officer of any j uri sdi cti on, authorized 0y the I aws thereof to take ackncwl edgments of deeds, 
certifying that the Person signing such request, consent or other instrument ackncwl edged to him the 
execution thereof, or 0y an affidavit of a witness of such execution duly sworn to before such notary public 
or other officer. The cwnershipof Bonds shall be prOJed 0y the Registration Books. Any request, consent, 
or other instrument or writing of the owner of any Bond shal I bind every future owner of the same Band 
and the owner of every Bond issued in exchange therefor or in lieu thereof, in respect of anything done or 
suffered to be done 0y the Trustee or the Community Facilities District in accordance therewith or reliance 
thereon. 

Disqualified Bonds. In deternining whether the owners of the requisite aggregate principal 
amount of Bands have concurred in any demand, request, direction, consent or waiver underthe Indenture, 
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Bonds which are kncwn b,t the Trustee to be cwned or held b,t or for the account of the Comnunity 
Facilities District, cr b,t any other obligor on the Bonds, or b,t any Person directly or indirectly controlling 
or controlled b{, or under direct or indirect common control with, the Community Facilities District or any 
other obi i gor on the Bands, shal I be disregarded and deerred not to be Outstanding for the purpose of any 
such deternination. Bonds so cwned which have been pledged in good faith may be regarded as 
Outstanding for the purposes of the provisions of the Indenture sumrrarized under this paragraph if the 
pl edgee shal I establ i sh to the satisfaction of the Trustee the pl edgee' s ri ghtto vote such Bands and that the 
pl edgee is not a Person di rectly or i ndi rectly control Ii ng or control I ed b,t, or under di rect or indirect common 
control with, the Comnunity Facilities District or any other obligor on the Bonds. In case of a dispute as to 
such right, any decision b,t the Trustee taken upon the acwice of counsel shall be full protection to the 
Trustee. 

Money Held for Particular Bonds. The money held b,tthe Trustee forthe payrrentofthe interest, 
principal or premium due on any date with respect to particular Bonds (or portions of Bonds in the case of 
Bands redeerred in part only) shal I, on and after such date and pending such payrrent, be set aside on its 
books and held in trust b,t it forthe owners of the Bands entitled thereto, sul::ij ect, hcwever, to the prOJi si ans 
of the Indenture as sumrrarized herein under the heading "DEFEASANCE - Payrrent of Bonds After 
Discharge of Indenture'' but without any liability for interestthereon. 

Funds and Accounts. Any fund or account required b,t the Indenture to be established and 
mai ntai ned b,t the Trustee rray be establ i shed and mai ntai ned in the accounti ng records of the Trustee, 
either as a fund or an account, and rray, for the purposes of such records, any audits thereof and any reports 
or staterrents with respect thereto, be treated either as a fund or as an account; but all such records with 
respect to al I such funds and accounts shal I at al I ti rres be rrai ntai ned in accordance with prudent corporate 
trust i ndustry standards to the extent practicable, and with due regard for the requi rerrents of the I ndenture 
and for the protection of the security of the Bonds and the rights of every OWnerthereof. The Trustee may 
establish any such additional funds or accounts as it deems necessary to perform its obligations under the 
Indenture. 

Payment on Non-Business Days. In the event any payrrent is required to be made under the 
Indenture on a day which is not a Business Day, such payrrent shall be made on the next succeeding 
Business Day with the same effect as if made on such non-Business Day. 

Waiver of Personal L iabi I ity. No rrember, trustee, officer, agent or employee of the Community 
Facilities District or the County shall be individually or personally liable for the payrrent of the principal 
of or prenium or interest on the Bonds or be sul::iject to any personal liability or accountability b,t reason of 
the issuance thereof; but nothing contained in the Indenture shal I relieve any such rrember, trustee, officer, 
agent or employee from the perforrrance of any official duty provided b,t law or b,t the Indenture. 

Conflict with Act. In the event of any conflict between any prOJision of the Indenture and any 
prOJi si on of the A ct, the prOJi si on of the A ct shal I prevai I OJ er the provision of the I ndenture. 

Conclusive Evidence of Regularity. Bonds issued pursuant to the Indenture shall constitute 
evidence of the regularity of all proceedings under the Act relative to their issuance and the levy of the 
Special Taxes. 

GOJerning Laws. The Indenture shall be gOJerned b,t and construed in accordance with the laws 
of the State of California 
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APPENDIX B 
PROPOSED FORM OF OPINION OF BOND COUNSEL 

Upon the delivery of the Series 201&\ Bonds, Orrick, Herrington & Sutcliffe LLP, Bond Counsel 
to the District, proposes to render its final approving opinion ½ith respect to the Series 201 M Bonds in 
substantially the follONing form 

[Date of Delivery] 

Community Facilities District No. 2008-01 
(Harmony GrOJe Village), County of San 
Diego, State of California 

San Diego, California 

Ladies and Gentlerren: 

Community Facilities District No. 2008-01 
(Harmony GrOJe Village) of the County of San Diego 

I rnprOJerrent Area No. 1 
Special Tax Bonds, Series 201 M 

(Final Opinion) 

We have acted as bond counsel to the Community Facilities District No. 2008-01 (Harmony GrOJe 
Village), County of San Diego, State of California(the "Community Facilities District") in connection with 
the issuance of $15,710,000 aggregate principc1.I arnount of Community Facilities District No. 2008-01 
(Harmony Grove Village) of the County of San Diego, I rnproverrentArea No. 1 Special Tax Bonds, Series 
201 M (the "Series 201 M Bonds"), issued pursuant to an Indenture, dated as of February 1, 2018 (the 
"Indenture"), b,t and between the Cornrnunity Facilities District and ZB, National Association dba Zions 
Bank, as trustee ( the "Trustee") . Capitalized terrns not otherwise defi ned herei n have the rreani ngs ascri bed 
thereto i n the I ndenture. 

In such connection, we have reviewed the Indenture, the Tax Certificate, opinions of counsel to the 
Community Facilities District and the Trustee, certificates of the Community Facilities District, the Trustee 
and others, and such other docurrents, opinions and rratters to the extent we deemed necessary to render 
the opi ni ons set forth herein. 

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and 
court decisions and cOJer certain rratters not directly addressed b,t such authorities. Such opinions rray be 
affected b,t actions taken or onitted or events occurring afterthe date hereof. We have not undertaken to 
deterni ne, or to i nforrn any person, whether any such actions are taken or omitted or events do occur or 
any other rratters come to our attention after the date hereof. Accordingly, this letter speaks only as of its 
date and is not intended to, and rray not, be relied upon or other½ise used in connection with any such 
actions, events or rratters. Our engagerrent with respect to the Series 201 M Bonds has concluded with 
their issuance, and we disclaim any obligation to update this letter. We have assumed the genuineness of 
all docurrents and signatures presented to us (whether as originals or as copies) and the due and legal 
execution and delivery thereof b{, and validity against, any parties other than the Community Facilities 
District. We have assumed, with out undertaki ng to verify, the accuracy of the factual rratters represented, 
warranted or certified in the docurrents and of the legal conclusions contained in the opinions, referred to 
in the second pc1.ragraph hereof. F urtherrnore, we have assurred comp! i ance with al I cOJenants and 
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agreerrents contained in the I ndenture and the Tax Certificate, incl udi ng (without Ii rri tati on) cOJenants and 
agreerrents compliance with which is necessary to assure that future actions, omissions or e.,,ents will not 
cause interest on the Series 2018'\ Bonds to be included in gross income for federal incorre tax purposes. 
We call attention to the fact that the rights and obligations under the Series 2018'\ Bonds, the Indenture 
and the Tax Certificate and their enforceability rray be sul::iject to bankruptcy, insolvency, receivership, 
reorganization, arrangerrent, fraudulent conveyance, moratorium and other I aws relating to or affecting 
creditors' rights, to the appl i cation of equitable pri nci pl es, to the exercise of j udi ci al discretion i n 
appropriate cases and to the !irritations on legal remedies against gOJernrrental entities such as the 
Community Facilities District in the State of California. We express no opinion with respect to any 
indemnification, contribution, liquidated damages, penalty (including any remedy deerred to constitute a 
penalty), right of set-off, arbitration,judicial reference, choice of law, choice of forum, choice of venue, 
non-exclusivity of remedies, waiver or severability prOJisions contained in the foregoing docurrents, nor 
dowe express any opinion with respect to the plans, specifications, rraps, reports or other engineering or 
financial details of the proceedings, or upon the Rate and Method orthevalidity of the Special Taxes le.,,ied 
upon any individual parcel. Our services did not include financial or other non-legal advice. Finally, we 
undertake no responsibility for the accuracy, completeness or fairness of the Official Staterrent or other 
offering rraterial relating to the Series 2018'\ Bonds and express no opinion with respect thereto. 

Based on and sul::iject to the foregoing, and in reliance thereon, as of the date hereof, we are of the 
follcwing opinions: 

1. The Series 2018'\ Bonds constitutevalidand binding special obligations of the Community 
Facilities District, payable, as prOJided in the Indenture, solely from Net Special Tax Revenues and the 
other assets pl edged therefor under the Indenture. 

2. The I ndenture has been duly executed and del ivered b{, and constitutes a val id and binding 
obligation of, the Community Facilities District. 

3. Interest on the Series 2018'\ Bands is excluded from gross i ncorre for federal income tax 
purposes under Section 103 of the Internal Revenue Code of 1986 and is exempt from State of California 
personal income taxes. Interest on the Series 2018'\ Bonds is not a specific preference item for purposes 
of the federal individual alternative mini mum tax. We express no opinion regarding other tax consequences 
related to the cwnershi p or disposition of, or the amount, accrual or receipt of interest on, the Series 2018'\ 
Bonds. 

Faithful ly yours, 
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APPRAISAL REPORT 

COMMUNITY FACILITIES DISTRICT 2008-1 
IMPROVEMENT AREA No. 1 

COUNTY OF SAN DIEGO 
(Portion of) HARMONY GROVE VILLAGE by CalAtlantic 

San Diego County, California 
(Appraisers' File No. 2017-1164) 

Pre pared For 
County of San Diego 

1600 Pacific Coast Highway, Room 164 & 166 
San Diego, California 92101 

Prepared By 
Kitty S iino & Associates, Inc. 

11 5 East Second Street, Suite 100 
Tustin, California 92780 



KITTY SIINO & ASSOCIATES I INC. 
REAL ESTATE APPRAISERS & CONSULTANTS 

October 30, 2017 

Michele Crichlow, Debt Finance Manager 
Finance and General Government 
County of San Diego 
1600 Pacific Coast Highway, R oorn 164 & 166 
San Diego, California 92101 

Reference: Appraisal Report 
Cornrnunity Facilities District No. 2008-1 
lrnprovernent Area No. 1 
(Portion of) Harmony Grove Village 
North of Harmony Grove Road at 
Country Club Drive 
Unincorporated San Diego County, California 

Dear Ms. Crichlow: 

At the request and authorization of the County of San Diego, we have completed an 
updated Appraisal Report of lrnprovernentArea No. 1 of Cornrnunity Facilities District No. 
2008-1 of the County of San Diego ("CFO No. 2008-1 IA 1) which consists of a portion of 
the residential neighborhoods and cornrnercial land known as Harmony Grove Village by 
CalAtlantic Hornes. We completed an appraisal of the property in June, 2017 however 
due to tirne elapse, an updated report has been requested by the client. Harmony Grove 
Village is proposed for a total of approximately 736 hornes and two neighborhood serving 
cornrnercial sites. lrnprovernentArea No. 1, which is the subject of this appraisal, consists 
of 442 proposed hornes 148 of which have closed to individuals, with the remaining lands 
ranging frorn builder-owned rnodel hornes and standing inventory to hornes under 
construction to finished lots. In addition, there are two cornrnercial sites. 

The valuation methods used in this report is the Sales Comparison Approach, a 
Subdivision Development Method and pr a Discounted Cash Flow Analysis along with a 
rnass appraisal technique for the existing hornes as defined within this report. The fee 
simple estate of the subject property has been valued subjectto the lien of CFO No. 2008-
1 IA 1. This report is written with the special assumption that the subject properties are 
enhanced by the irnprovernents andpr fee credits to be funded by the Special Tax Bonds 
ofCFD No. 2008-1 IAl. 

115 East Second 5 treet, Suite I 00, Tustin, California 92780 
(714) 544-9978-Phone, (714) 544-9985- Fax, E-Mail: kssiino@msn.com 



Ms. Michele Crichlow 
County of San Diego 
October 30, 2017 
Page Two 

As a result of our investigation, the concluded minimum market value for the subject 
property is: 

(Portion of) Harmony Grove by CalAtlantic Homes: 

CalAtlantic Homes Ownership 
Individually Owned Homes Minimum Market Value 

Aggregate Value for CFO No. 2008-1 IA 1 

$ 70,382,200 
$ 80,526,482 

$150,908,682 

The values are stated subject to the Assumptions and Limiting Conditions of this report, 
the Appraiser's Certification and as of September 10, 2017. 

Some supporting documentation concerning the data, reasoning and analyses may be 
retained in the appraiser's files. The information contained in this report is specific to the 
needs of the client and for the intended use stated in this report. This Appraisal Report 
is intended to comply with both the Uniform Standards of Professional Appraisal Practice 
("US PAP" January 2016) and with the Appraisal Standards of the California Debt and 
Investment Advisory Commission ("CDIAC"). The appraiser is not responsible for 
unauthorized use of this report. 

This letter of transmittal is part of the attached report, which sets forth the data and 
analyses upon which our opinion of value is, in part, predicated. 

Respectfully submitted, 

KITTY SIINO & ASSOCIATES, INC. 

Larry W. Heglar, MAI 

f( 
Kitty S. S iino, MAI 
California State Certified General 
Real Estate Appraiser (AG 004793) 
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ASSUMPTIONS AND LIMITING CONDITIONS 

1. This report might not include full discussions of the data, reasoning and analyses that 
were used in the appraisal process to develop the appraiser's opinion of value. Some 
supporting documentation concerning the data, reasoning and analyses may be 
retained in the appraiser's files. The infonnation contained in this report is specific 
to the needs of the client and forthe intended use stated in this report. The appraiser 
is not responsible for unauthorized use of this report. 

2. No responsibility is assumed for legal or title considerations. Title to the property is 
assumed to be good and marketable unless otherwise stated in this report. 

3. It is assumed that the subject property is subject to the special tax lien of CF D No. 
2008-1 IA 1. 

4. Responsible ownership and competent property management are assumed unless 
otherwise stated in this report. 

5. The information furnished by others is believed to be reliable; however, no warranty 
is given for its accuracy. 

6. All engineering is assumed to be correct. Any plot plans and illustrative material 
used in this report are included only to assist the reader in visualizing the property 
and may not be to scale. 

7. It is assumed that there are no hidden or unapparent conditions of either property, 
subsoil or structures that would renderthem more or less valuable. No responsibility 
is assumed for such conditions or for arranging for engineering studies that may be 
required to discover them. 

8. It is assumed that there is full compliance with all applicable federal, state and local 
environmental regulations and laws unless otherwise stated in this report. 

9. It is assumed that all applicable zoning and use regulations and restrictions have 
been complied with, unless nonconfonnity has been stated, defined and considered 
in this appraisal report. 

10. It is assumed that all required licenses, certificates of occupancy or other legislative 
or administrative authority from any local, state or national governmental or private 
entity or organization have been or can be obtained or renewed for any use on which 
the value estimates contained in this report are based. 

11. Any sketch or photograph included in this report may show approximate dimensions 
and is included only to assist the reader in visualizing the properties. Maps, 
photographs and exhibits found in this report are provided for reader reference 
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purposes only. No guarantee regarding accuracy is expressed or implied unless 
otherwise stated in this report. No survey has been made for the purpose of this 
report. 

12. It is assumed that the utilization of the land and improvements (if any) are within the 
boundaries or property lines of the property described and that there is no 
encroachment ortrespass unless otherwise stated in this report. 

13. The appraiser is not qualified to detect hazardous waste and pr toxic materials. Any 
comment by the appraiser that might suggest the possibility of the presence of such 
substances should not be taken as confirmation of the presence of hazardous waste 
andprtoxic materials. Such determination would require investigation by a qualified 
expert relating to asbestos, urea-formaldehyde foam insulation or other potentially 
hazardous materials that may affectthe value of the property. The appraiser's value 
estimate is predicated on the assumption thatthere is no such material on or in the 
property that would cause a loss in value unless otherwise stated in this report. No 
responsibility is assumed for any environmental conditions or for any expertise or 
engineering knowledge required to discoverthem. The appraiser's descriptions and 
resulting comments are the result of the routine observations made during the 
appraisal process. 

14. Proposed improvements, if any, are assumed to be completed in a good 
workmanlike manner in accordance with the submitted plans and specifications. 

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

16. The Americans with Disabilities Act ("ADA") became effective on January 26, 1992 
and has been updated several times since then. The appraiser has made no specific 
compliance survey and analysis of the property to determine whether they conform 
to the various detailed requirements of the ADA, nor is the appraiser a qualified 
expert regarding the requirements of the ADA. It is possible that a compliance 
survey of the property, together with a detailed analysis of the requirements of the 
ADA, could reveal that the property is not in compliance with one or more of the 
requirements of the ADA. If so, this fact could have a negative effect upon the value 
of the property. Since the appraiser has no direct evidence relating to this issue, a 
possible noncompliance with requirements of the ADA in estimating the value has 
not been considered. 

17. It is assumed there are no environmental concerns that would slow or thwart 
development of the subject properties and that the soils are adequate to support the 
highest and best use conclusions. 
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18. It is assumed that the sales information provided by CalAtlantic Homes is true and 
accurate. We have reviewed and analyzed the sales along with checking samples 
on various public record documents and the information appears to be correct. 

19. Possession of this report, or a copy thereof, does not carry with it the right of 
publication. It may not be used for any purpose by any person other than the party 
to whom it is addressed without the written consent of the appraiser, and in any 
event, only with proper qualification and only in its entirety. Permission is given for 
this appraisal to be published as a part of the Official Statement or similar document 
forthe San Diego County CF D No. 2008-1 IA 1 Special Tax Bonds. 

HYPOTHETICAL CONDITION 

1. It is assumed that all improvements and benefits to the subject properties, which are 
to be funded by the San Diego County CFO No. 2008-1 IA 1 Special Tax Bond 
proceeds, are completed and in place. 

EXTRAORDINARY ASSUMPTION 

1. It is assumed that the remaining costs to develop the subject property are true and 
correct. We have received detailed remaining costs provided by CalAtlantic Homes, 
the master developer. We have reviewed these costs and they appear reasonable, 
however, we are not experts in the cost estimating field and are relying on these 
costs in the valuation. If actual remaining costs differ, it will change the value 
conclusions. 
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PURPOSE OF THE APPRAISAL 

The purpose of this appraisal report is to estimate the value of the fee simple interest of 

the subject property, subject to the special tax lien of the San Diego County CFO No. 

2008-1 IA 1 Special Tax Bands. 

THE SUBJECT PROPERTY 

The subject property consists of 442 homes and lots within the Harmony Grove area of 

San Diego County located at Harmony Grove Road and Country Club Drive. The property 

is being marketed as a portion of Harmony Grove Village and consists of various 

residential product lines along with two commercial sites. It encompasses Tract Maps 

15888, 15889, 15890, 1 5893 and 15894. The ownership and condition of the lands is 

detailed below. 

No. 
Description Lots 
Canteridge 
Lots 2-16; 25-31, 33-38, 40-44, 46-59 and 55 
64-71 of Tract 15888 
Lots 17-20 of Tract 15888 4 
Lots 39 and 45 of Tract 15888 2 

Lots 21-24 and 60-63 of Tract 15888 8 
Subtotal Canteridge 69 

Sea breeze 
Lots 1-9, 11-18 and 20-24 of Tract 15890; 42 
Lots 1-5, 35-40, 46-53 and 55 of Tract 
15889 
Lots 42-44 of Tract 15890 3 
Lot 1 0 and 19 of Tract 15890; Lot 41-45, 54 14 
and 56-61 of Tract 15589 
Lots 31-34 of Tract 15889 and Lots 65-68, 20 
78-Sl and 98-105 of Tract 15890 
Lots 36-41, 45-50 and 56-64 and 69-77 of 30 
Tract 15890 
Subtotal Sea breeze 109 
Lusitano 
Lots 1-18, 46-52, 54-63 and 78-91 of Tract 51 
15894; Lots 34 &35 of Tract 15890 
Lots 82-S4 of Tract 15890 3 
Lots 53 and 92-99 of Tract 15894 9 

Lots 19-30 and 62-70 of Tract 15889; Lots 28 
91-97 of Tract 15890 
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Ownership Cond ition,5 tatus 

Individuals Completed Houses /Closed 
CalAtlantic Model Homes 
CalAtlantic Homes over 95% complete (O 

in escrow) 
Ca IAtla ntic Homes U,:. (8 in escrow) 

Individuals Complete Houses /Closed 

CalAtlantic Model Homes 
CalAtlantic Homes over 95% complete 

(12 in escrow) 
CalAtlantic Homes U,:. (18 in escrow) 

CalAtlantic Finished Lots (3 in escrow) 

Individuals Completed Houses /Closed 
CalAtlantic Model Homes 
CalAtlantic Homes over 95% complete (9 

in escrow) 

CalAtlantic Homes U,:. (19 in escrow) 
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Lots 85--90 of Tract 15890 § 
CalAtlantic Finished Lots (0 in escrow) 

Subtotal Lusitano 97 
Andalucia 
Lots 6-S of Tract 15893 3 CalAtlantic Model Homes 
Lots 1-5 of Tract 15893 and Lots 19-45, 64-
77 of Tract 15984 46 CalAtlantic Finished Lots 
Subtotal Andalucia 49 
LiveWork 
Lots 6-18 of Tract 15889 and Lots 25--33 
and 51-55 of Tract 15890 27 CalAtlantic Finished Lots 
Total LiveWork 27 
Hillside Farmhouse 
Lots 72-73 of Tract 15889; Lots 102, 103, 
105-108 of Tract 15894; Lots 9-19, 36--39 27 CalAtlantic Finished Lots 
and 48-51 of Tract 15893 
Total Hillside Farmhouse 27 
Hillside Compound 
Lots 20--35 and 40-47 of Tract 15893 24 CalAtlantic S uperpads 
Total Hillside Compound 24 
Village Court 
Lot 53 of Tract 15893 and 100, 101, 104 
and 109 of Tract 15894 5fal0* CalAtlantic S uperpads 
Total Village Court 40 
Commercial Parcels 
Lots 74 and 75 of Tract 15889 2 CalAtlantic S uperpads 
Total Commercial Parcels 2 
Total Lots 444 .. 

*Each of these five lots will be subdivided into 8 units for a total of 40 Village Court Units 

Lot 1 and Lot 32 of Tract 15888 have prepaid their special assessment and are exempt 

from the CFO. In addition, Lot 52 of Tract 15893 has an existing house on the site and is 

not included in CFO No. 2008-lAl. These three lots are exempt from the CFO No. 2008-

IA 1 lien and thus, not included in this appraisal. 

INTE NOE DUSE OF THE RE PORT 

It is the appraiser's understanding thatthe client, the County of San Diego, will utilize this 

report in disclosure documents related to the sale of the Special Tax Bonds of CFO No. 

2008-1 IA 1. This report may be included in the Official Statement or similar document to 

be distributed in connection with the marketing and offering of the bonds. It is the 

appraiser's understanding that there are no other intended uses of this report. 
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DEFINITIONS 

Market Value 

The term "Market Value" as used in this report is defined as: 

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

1. buyer and seller are typically motivated; 
2. both parties are well informed or well advised, and each acting in what 

he or she considers his or her own best interest; 
3. a reasonable time is allowed for exposure in the open market; 
4. payment is made in terms of cash in U.S. dollars or in terms of financial 

arrangements comparable thereto; and 
5. the price represents the normal consideration for the property sold 

unaffected by special or creative financing or sales concessions granted 
by anyone associated with the sale." 1 

Inherent in the Market Value definition is exposure time or the time the subject property 

would have been exposed on the open market priorto the appraisal in orderto sell atthe 

concluded values. In the case at hand and considering current market conditions the 

exposure time for each individually owned property or the entire developer owned 

property in a bulk sale is less than one year. 

Aggregate Retail Proceeds 

As used in the Discounted Cash Flow Analysis, Aggregate Retail Proceeds is defined: 

"The sum of the appraised values of the individual units, as if all of the units 
were completed and available for retail sale, at date of value. The sum 
includes an allowance for lot premiums, when applicable. This is not the 
market value of the project in bulk." 

Bulk Value 

Bulk Value is defined as: 

1 The Appraisal of Real Estate, l 3~ Edition 
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The value of a group of lots, parcels, or homes to a single purchaser, on a 
specified date, under the terms and conditions of the definition of market 
value. 

Discounted Cash Flow (DCF) Analysis 

A Discounted Cash Flow Analysis is: 

The procedure in which a discount rate is applied to a set of projected 
income streams and a reversion. The analyst specifies the quantity, 
variability, timing, and duration of the income streams as well as the 
quantity and timing of the reversion and discounts each to its present value 
at a specified yield rate. 

Subdivision Development Method 

The Subdivision Development Method is: 

A method of estimating land value when subdivision and development are 
the highest and best use of the parcel of land being appraised. When all 
direct and indirect costs and entrepreneurial incentive are deducted from 
an estimate of the anticipated gross sales price of the finished lots, the 
resultant net sales proceeds are then discounted to present value at a 
market-derived rate over the development and absorption period to 
indicate the value of the raw land. 

Exposure Time 

The Definition of Exposure Time within this report is: 

The time a property remains on the market. It is the estimated length of time 
the property interest being appraised would have been offered on the 
market prior to the hypothetical consummation of a sale at market value on 
the effective date of the appraisal. 

Finished Lot 

The term "Finished Lot" is defined as: 

"A parcel which has legal entitlements created by a recorded subdivision 
map, whose physical characteristics are a fine graded level pad perlotwith 
infrastructure contiguous to each individual lot, asphalt paved roads and the 
necessary utilities. This term assumes the payment of all applicable 
development fees with the exception of building permit and plan check 
fees." 
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Gross Site Area 

Gross Site Area is defined as: 

The area that typically includes the entire boundary of a parce I, including 
future dedication, slopes and easements. Sometimes includes to the 
centerline of adjacent public roadways even though purchase of the parcel 
may be to the sidelines. 

Minimum Market Value 

The term "Minimum Market Value" as used in this report is defined as: 

"The base market value of a new home. That is, most buyers purchase 
some upgrades, options and/or lot premiums when purchasing a new home. 
The sales price for the new home typically includes the base price for the 
plan, plus any upgrades, options or lot premiums, less concessions, if any, 
which were given or paid for by the builder. The concluded minimum market 
value is for the base value of the plan only, not taking into consideration any 
upgrades, options or premiums." 

Mass Appraisal 

The tenn "Mass Appraisal" as used in this report is defined as: 

"The process of valuing a universe of properties as of a given date using 
standard methodology employing common data and allowing for statistical 
testing" 2 

In the case at hand, the statistical testing included reviewing all original builder sales and 

reviewing the Multiple Listing Service ("MLS ") for any re-sales and/or listings of each plan 

type. In addition, we have detennined the actual range of sales prices for each plan type 

which will be utilized in the valuation process. The search of the MLS resulted in one 

current listing and no re-sales within the subject property other than builder listings. 

Super Pad 

A superpad is defined within this report as: 

A mass graded pad which is created in order to create earthwork balances 
within future subdivision parcels. Requires additional grading prior to 
building construction, may require additional mapping and may require 
additional entitlements. A rough-graded site with roads and utility lines 
extended to the boundary of the parcel. 

'US PAP 2014-2015 Edition 
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Hypothetical Condition 

The Term "Hypothetical Condition" is defined by US PAP as: 

"That which is contrary to what exists but is supposed for the purpose of the 
analysis" 

The Hypothetical Condition within this report is that subject property is enhanced by the 

improvements and pr fee credits to be funded by bonds issued by CF D No. 2008-1 IA 1. 

Extraordinary Assumption 

The term "extraordinary assumption" is defined by US PAP as: 

"An assumption, directly related to a specific assignment, which, if found to 
be false, could alterthe appraiser's opinions or conclusion" 

The extraordinary assumption in this report is that the reported remaining costs as 

received from the developer are true and accurate. We have reviewed the costs and they 

appear reasonable, however, we are not experts in the field of cost estimating. It should 

be noted thatthese costs were relied upon in the valuation of the subject property. 

PROPERTY RIGHTS APPRAISED 

The property rights being appraised are of a fee simple estate interest, subject to 

easements of record and subject to CFO No. 2008-1 IA 1. The definition of "fee simple 

estate" is defined as: 

"absolute ownership unencumbered by any other interest or estate, subject 
only to the limitations imposed by the governmental powers of taxation, 
eminent domain, police power, and escheat." 3 

EFFECTIVE DATE OF VALUE 

The subject properties are valued as of September 10, 2017. 

3 The Appraisal ofReal Estate, 13th Edition 
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DATE OF REPORT 

The date of this report is October 30, 2017. 

SCOPE OF APPRAISAL 

As previously stated, the purpose of this appraisal is to report the appraiser's best 

estimate of the market value for the subject property, CFO No. 2008-1 IA 1, which is 

known as a portion of Harmony Grove Village. Harmony Grove Village is being developed 

by CalAtlantic Homes with various, well segmented, residential product types and two 

commercial sites. There are 148 homes closed to individuals, 13 model homes owned 

by the builder, 25 builder-owned production homes over 95 percent complete (21 in 

escrow), 56 homes under construction (45 which are in escrow), 200 finished lots or 

superpads (three in escrow) and two commercial sites in a superpad condition. This 

appraisal will be presented in the following format: 

• CountyofSanDiegoDescription 
• Harmony Grove Description 
• Immediate Surroundings Description 
• Brief Description of County of San Diego CFO No. 2008-1 
• Subject Property Description 
• San Diego County Residential Market Analysis 
• Highest and Best Use Analysis 
• Valuation Procedure, Analysis and Conclusion 
• Appraisal Report Summary 

In valuing the subject property, the value estimates will be based upon the highest and 

best use conclusion using the Sales Comparison Approach along with a Development 

Analysis (also known as Subdivision Development Method). The Sales Comparison 

Approach to value is defined as: 

" ... a set of procedures in which a value indication is derived by comparing the 
property being appraised to similar properties that have been sold recently, then 
applying appropriate units of comparison and making adjustments to the sales 
prices of the comparables based on the elements of comparison. The Sales 
Comparison Approach may be used to value improved properties, vacant land or 
land being considered as though vacant; it is the most common and preferred 
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method of land valuation when an adequate supply of comparable sales is 
available."4 

In the Sales Comparison Approach, market value is estimated by comparing properties 

similarto the subjectthat have recently been sold, are listed for sale or are under contract. 

Neither a cost or income approach was utilized as they were not considered necessary 

to arrive at credible results. 

As the master developer owns 294 residential lots and two small commercial parcels 

within the subject property, a Subdivision Development Method was also utilized. The 

Subdivision Development Method includes a Discounted Cash Flow Analysis. Finally, we 

will also utilize a mass appraisal technique which included reviewing all builder sales and 

searching the MLS for any re-sales andpr listings. 

The due diligence of this appraisal report included the following: 

1. Compiled demographic information and related that data to the subject properties to 
perform a feasibility /demand analysis. 

2. Gathered and analyzed information on the subject marketplace, reviewed several 
real estate brokerage publications on historical and projected growth in the subject 
market and researched the micro and macro-economic outlook within San Diego 
County and the Harmony Grove area. 

3. Inspected the subject properties between September 1, 2017 and September 10, 
2017. 

4. Had the site flown by an aerial photographer on June 22, 2017. 

5. Interviewed representatives and or consultants from CalAtlantic Homes in order to 
obtain project information. 

6. Reviewed the Elfin Fore st Harmony Grove San Dieguito Community P Ian. 

7. Reviewed the Harmony Grove Village Specific Plan. 

8. Reviewed a sample Title Report on the subject property. 

9. Reviewed a Final E IR for the subject property. 

' Dictionary ofReal E s1ate Appraisal, Fourth Edition, 2002 
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10. Searched the area for relevant comparable residential land sales, inspected and 
verified each sale with a buyer or seller or broker familiar with the transaction. 

11. Searched the area for relevant comparable commercial land sales, inspected and 
verified each sale with a buyer or seller or broker familiar with the transaction. 

12. Searched the area for relevant comparable new home residential projects, including 
sales prices and concessions and interviewed representatives from each 
comparable project. 

13. Reviewed sales brochures on the subject neighborhoods. 

14. Reviewed developer sales information on each home. 

15. Reviewed Multiple Listing Service information to determine if there are any re-sales, 
pending sales or listings of existing homes. 
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COUNTY OF SAN DIEGO AREA DESCRIPTION 

General Surroundings 

The subject property is located in the northern portion of the County of San Diego (the 

"County"). The County is located in the southwest corner of the State of California 

bordering Mexico on the south, Imperial County to the east, and Riverside and Orange 

Counties to the north. The Pacific Ocean is its western border. The County has 

approximately 4,525 square rniles (325 square rniles of which is water) and includes 

terrain frorn ocean beaches to foothills to mountains and deserts. San Diego County has 

70 rniles of coastline and the climate ranges frorn Mediterranean to serni-arid. 

Population 

The San Diego region experienced faster growth rates than rnost of California during the 

past several decades. In 2009 the County had a larger population than 20 of the 50 states. 

The County has experienced an increasing growth pattern for the past fifty years. 

Between January 1990 and January 2000, the population grew frorn 2,480,072 to 

2,813,833 or an annual average growth of approximately 1.15 percent per year. 

According to the California Department of Finance, the January 2017 population count 

for the County is estimated at 3,316,192 suggesting an average annual increase of 0.97 

percent for these seventeen years, which displays a slightly slower rate of population 

growth than the previous 1 O years. The slowdown in growth appears to be due to the 

recession which began in the rnid-2000s. Current projections frorn San Diego Association 

ofGovernrnents (SANDAG) estimate the county population will increase to 3,375,687 by 

2020 (a 0.9 percent annual increase over the next three years), and 3,589,951 by 2030 

(a 0.7 percent annual increase overthe next thirteen years). 

Transportation 

Four rnajor interstate freeways bisectthe County: Interstate 5, Interstate 15, Interstate 8 

and Interstate 805. Interstate 5 is the rnajor north/south arterial throughout the State of 

California. It generally follows the coastal route in the San Diego County area. Interstate 

15 is also a north/south arterial; however, it is located inland through the rnore 
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mountainous regions of the County. Interstate 8 provides eastA,vest access through the 

southern portion of the County, while Interstate 805 generally parallels Interstate 5 

beginning near Del Mar providing a third north/south route between 1-15 and 1-5. 

The County is well served with train service by Amtrak, Metrolink and the Coaster. In 

addition, downtown 5 an Diego has a trolley which provides access around the downtown 

area and to the Mexican border. Air service is provided by San Diego International Airport 

(approximately 26 miles southwest), John Wayne Airport in Orange County 

(approximately 65 miles northwest), and Palomar Airport in Carlsbad (approximately 1 O 

miles west). 

Economy 

As with the rest of the nation, 5 an Diego County experienced a strong multi-year 

recession, now referred to as the Great Recession, between 2006 and 2012. The County, 

which had strong employment over the ten previous years saw unemployment rates 

increase significantly between December 2006 and early 201 0 at which time a leveling 

off occurred followed by continued decreases which began in J uly 2011. 

The unemployment rate forthe County was estimated at 4.7 percent(perthe Employment 

Development Department - August 2017), which reflects an increase from December 

2006 (low-point prior to the recession) when the rate was 3.7 percent, however a 

significant decrease from the peak during the recession of 11.0 percent in 2010. The 

current unemployment rate for the County of 4. 7 percent is lower than the California rate 

of 5.4 percent and similar to the August 2017 national rate of 4.5 percent. Below is a 

table depicting San Diego County in relationship to unemployment rates of the 

surrounding counties: 

I urisdiction As of 

Los Angeles County 8/17 
Riverside County 8/17 
San Bernardino County 8/17 
Orange County 8/17 
s an Diego county 8/17 

Source: State ofCallfornla E.D.D. 
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Over the past 20 years, the San Diego County economy has had significant cycles with 

home prices almost doubling from 1995 to 2005, then falling by over 50 percent during 

the Great Recession taking prices back to 20021)3 levels. Home values appeared to hit 

bottom in 2009 then remained essentially flat for two to three years with the majority of 

the San Diego County housing market seeing an improvement beginning in mid-2012 

with 2013 showing significant appreciation in both the number of sales and pricing. In 

2014, 2015, 2016 and thus far in 2017 the San Diego County housing market saw a 

slowdown in the double-digit growth seen in 2013 with sales of homes appearing to 

stabilize while prices of homes are still enjoying growth within the County, however at 

more normal rates in the annual single-digit range. 

The Federal Government attempted to correct the struggling economy by implementing 

several economic stimulus packages during the Great Recession. The Federal Reserve 

Board ("Board") has kept interest rates below historical averages, dropping rates to zero 

in December 2008 until the December 2015 Board meeting, when interest rates were 

raised one quarter of a percent, followed by a quarter percent rate hike in December 2016 

and March 2017. In June of 2017, the Board continued its 2017 pattern and increased its 

benchmark interest rate to 1.25 percent with more increases anticipated in late 2017. This 

signifies the possibility for robust growth nationally. Unlike the 2008 to 2015 decisions to 

maintain the rates at zero, hikes are anticipated for the foreseeable future depending on 

the economy. While the U.S. economy has been growing, concerns of global weakness 

have emerged. The European Central Bank began its own quantitative easing in the 

summer of 2015; while growth in China had been slowing for a couple years with a 

correction in China's stock market of 40 percent, followed by a devaluation of their 

currency, also in summer of 2015. The summer of 2016 brought BR EXIT (Britain's exit of 

the European Union) which, while too soon to know the extent of its influence on the US 

economy, created some volatility in the stock market. In addition, oil prices plunged over 

the past 30 months. While lower oil prices give U.S. consumers more money, the lower 

prices affect U.S. oil companies and their workers along with other oil dependent 

countries. In November 2016, the U.S. Election voted in a new Administration. While the 

new Administration is suggesting there will be immediate economic changes, time will tell 

Appraisal Report 
Harmony Grove Village-CF D 2008-1, Improvement Area No. l Update 
Kitty S iino & Associates, Inc. Page 13 



how quick these changes occur. Until these global concerns stabilize, it appears the 

Board will be conservative and not raise interest rates to rnore normal levels. 

The 2017 Election of Donald Trurnp into the United States Presidency is anticipated to 

have a profound effect on the economy. While the Trurnp Administration airns to boost 

the national economy with plans to roll back financial regulations, irnplernent tax cuts, 

enact new taxes on imports, and increase infrastructure spending, the national and 

international skepticism of the new administration's economic policy has been abundant. 

As of the second quarter of 2017, Federal Reserve Policymakers have noted possible 

upsides and downside risks to the economy with these policies. Despite the anticipation 

of regular rate hikes to corne, there is still a level of uncertainty due to the Trurnp 

Administration's future economic policies. 

California's labor markets rnake it easy to understand why the rnid-2000s downturn is 

being called the Great Recession. After peaking at 15.454 million non-farrn jobs in June 

2007, the State shed over 1.33 million non-farrn positions by February 2010. Since hitting 

bottom, California has now added back 2.66 million jobs for a total of 16. 784 million non

farrnjobs as ofJ uly 2017, perthe California Ernployrnent Development Department. This 

well surpasses the previous peak, however, there are a high number of part-tirne jobs 

included in this number. 

According to the rnost recent UCLA Anderson Fore cast ("Fore cast" -J une 13, 201 7), the 

U.S. economy will have continued modest growth. The Fore cast states the president and 

Congress need to figure out how to get the economy back into the three percent GDP 

growth corridor in order to further improve the economy. They believe GDP growth will 

be a little over two percent in 2018 and under two percent in 2019. The factors that are 

contributing to the slow rate of growth include a decline in manufacturing jobs, a weaker 

auto sector, a decline in the growth rate of the working population and a decline in total 

hours worked. The Fore cast states that in order to "Make America Great Again", we need 

to solve three problems: (1) how to increase the rate of growth of the working age 

population; (2) how to increase the rate of growth of hours by making rnore of the new 
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jobs full-time and not part-time; and (3) how to increase the rate of growth of productivity 

in the nation. 

In discussing the National Housing Outlook, the Forecast notes thatthe housing industry 

continues to slowly grind higher as it has since the cyclical bottom in 2009. This mid-year 

Forecast upped the total number of units to be built forecasted from 1.27 million to 1.34 

million in 2017 and 1.37 million units in 2018 and 2019. This level of activity remains 

below the 1.4 to 1.5 million units per year we estimate to be consistent with long-run 

demand. The puzzling thing about the under-building is that it is occurring against a 

backdrop of modest economic and employment growth and a sustained period of very 

low mortgage interest rates. Explanations forthe long, slow recovery in housing include 

slow income growth, much tighter credit standards and the millennial generation's 

reluctance to making long-term commitments. In addition, regressive zoning and 

environmental regulations have played a role in reducing the overall supply of housing. 

The Fore cast anticipated household formations averaged 1.2 million per year from 2012 

to 2017, and are forecast to accelerate to about 1.5 million in 2018 and 2019, well above 

the forecast of the number of units. 

The UCLA California Forecast for June 2017 states the current forecast is slightly lower 

and extends further into the future than the previous one due to the difficulties that the 

Trump administration is having in getting its stimulus packages passed. The current 

estimate for total employment growth is 1.4 percent in 2017, 1.0 percent in 2018 and 0.9 

percent in 2019. The Fore cast states that homebuilding in California will continue at about 

118,000 units per year. Los Angeles' increasingly expensive and unaffordable home 

prices (particularly for first-home buyers in the Bay Area and Los Angeles) is making it 

tough for both buyers and renters. Housing market research suggests that limited supply 

is one of the major causes of high home prices in coastal California. According to the 

Forecast, despite its stronger economic recovery, California has relatively limited housing 

supply because of its stringent regulations (such as CE QA - California Environmental 

Quality Act as well as a NIMBY (not in my back yard) culture. 
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Brad Kemp, Beacon Economics' Director of Regional Research says Southern California 

was hit harder during the Great Recession due to the impact of housing. Median housing 

prices (all types) increased over 100 percent in San Diego County changing from 

$250,000 in 1997 to $517,500 in November 2005. Now median existing single family 

home sale prices have surpassed the pre-recession high and are $613,000 for July 2017 

per the California Association of Realtors. Foreclosures, which played a big part in 

housing sales during the great recession, are no longer playing a noticeable part in the 

San Diego real estate market. 

Commercial real estate appears to have hit bottom in 201 O with local absorption levels 

returning to positive territory in 2012 and generally growth since that time. Office vacancy 

rates appear to have stabilized in 2012 with rents rising since 2013. Retail vacancies 

which grew during the Great Recession have generally leased up with retail construction 

occurring once again. This is evidenced in the three master planned communities in the 

area along with multi-family and commercial development around California State 

University, San Marco which is two miles northwest of the subject site. 

Conclusion 

Population in the County has increased over the past 30 years with predictions for 

continued population growth. The nation's economy stalled starting in 2006 due to the 

housing downturn, unemployment and the credit crisis. The housing market saw a 

resurgence beginning the second half of 2012 with prices and sales increasing by double 

digits thru 2013 with pricing growth slowing to more normal levels and sales essentially 

flat until 2017when both sales and prices began increasing substantially once again. The 

economy typically has cycles and most signs are suggesting the U.S. economy is on an 

upswing. However, unlike previous recovering economies housing growth has been slow 

to come back. While the new Administration is suggesting there will be changes in the 

economy, time will tell how fast the changes actually occur. The year 2017 has brought a 

new optimism from economists in terms of Southern California's housing market. In 

conclusion, the County is expected to continue to grow in population due to its Southern 

California location and the availability of land. 
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HARMONY GROVE AREA DESCRIPTION 

General Area 

The subject property is located in the northern portion of unincorporated San Diego 

County between the cities of Escondido and San Marcos. Geographically, Harmony 

Grove is situated south of State Route 78 Freeway and west of Interstate 15 (Escondido) 

Freeway. It is to the west of the western edge of Escondido, north of the Del Dias Highway 

and Rancho Santa Fe and to the east of the Elfin Fore st. It is bordered by Eden Valley 

and Escondido to the north and San Marcos to the west. The Harmony Grove if lfin Fore st 

Cornrnunity Planning Area has a total of 2,065 acres. The Harmony Groveiflfin Forest 

Cornrnunity P Ian lies within the San Dieguito Cornrnunity P Ian which encompasses 6,793 

acres. 

The general area is rural in character with Escondido Creek extending frorn the eastern 

edge of Harmony Grove through Elfin Forest to the northern edge of Rancho Santa Fe. 

Harmony Grove has gently sloping hill areas with sharp granitic escarpments. Local 

topography tends to separate the area frorn the adjacent, rnore urbanized cornrnunities. 

It includes sensitive riparian wetlands, oak woodlands, native grasslands, chaparral and 

coastal sage scrub. The Escondido Creek wildlife corridor runs through the center of 

Harmony Grove. Most of the existing development in the area consists of rural residential 

hornes and estate lots located on hillsides. Historically agriculturalAivestock types of uses 

have predominated the area. 

There are three rnain roadways that serve Harmony Grove. Country Club Drive extends 

primarily in a north/south direction running the length of the cornrnunity providing access 

frorn near State Route 78. Kauana Loa Drive begins at Country Club Drive going east 

then curves south to Harmony Grove Road. Harmony Grove Road runs frorn Escondido 

in a southeasterly direction through the cornrnunity providing access to 1-15 via Citracado 

Parkway. 
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History 

Harmony Grove is the oldest of the San Dieguito communities having been named that 

in 1896 by the Spiritualist Association that built many buildings and residences in the 

area, some which are still standing. The area was first developed primarily as agricultural 

lands. It is believed that the area may have housed the prehistoric villages of J apatul as 

there is evidence of Luiseno and Diegueno Indian occupation. Prehistoric resources 

include petroglyphs, pictographs, some habitation sites and bedrock milling sites. 

Housing Development 

The Harmony Grove Village Specific Plan ("Specific Plan"), which encompasses the 

subject property and additional lands, is located within the overall EI fin Fore st and 

Harmony Grove, San Dieguito Community Plan and is used in conjunction with the 

General Plan for San Diego County. Community plans provide a framework to address 

critical concerns within specific communities that are not reflected in the broader policies 

of the County's General Plan. The Elfin Forest or Harmony Grove Community Plan was 

adopted in August, 2011 and amended in June, 2014. This community plan is depicted 

on the following map. 
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The original Harmony Grove Village Specific Plan ("Specific Plan") and General Plan 

Amendment was submitted to the San Diego County Department of Planning and Land 

Use in January, 2007. This plan provided for a maximum of 742 residential units on 468 

acres of which, CFO 2008-1 IA 1 is a part. Overall the plan provides for 189 acres or 40'/o 

of the Specific Plan to be in permanent open space. Less than one percent of the area 

will be devoted to commercial land uses. 

PROJECT SJTE \ 

Figvm 2 

Viofnity Map 

Harmony GrQve VHlc,ge 

As shown above, the Harmony Grove Specific Plan is an irregular shaped parcel. The 

topography includes a relatively flat valley floor and more rugged topography to the east 

and west. Adjacent hills have gentle to moderately steep slopes. More than half the 

property has less than 15% slope and almost three quarters have less than 25% slope. 

Elevations range from 570 feet to about 800 feet above mean sea level. 

Historically the area of the Specific P Ian was devoted to mainly agricultural uses. These 

included two egg ranches, a dairy, avocado groves, citrus groves and an abandoned rock 

quarry. There were also scattered single family homes on the property. 
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The current Specific Plan is approved for 742 proposed residential units and two 

commercial parcels which are planned to, at build-out, total 20,000 square feet of 

commercial space. In addition, there are two institutional parcels and a wastewater 

reclamation facility and a proposed equestrian facility (outside of CFO No. 2008-1 IA 1 ). 

It should be noted that while the two institutional parcels are located within the boundaries 

of CFO No. 2008-1 IA 1, they will not be taxed, thus are not included in this appraisal. 

The community includes a community clubhouse and pool along with a central park and 

a trail system throughout the majority of the community. The residential products range 

from about 1 /2-acre minimum lots to small detached lots ranging from 2,500 to 5,500 

square feet and some cluster products with shared alley ft:lriveways. Below is the product 

exhibit forthe entire Harmony Grove Village with the subject property (CFO 2008-1 IA 1) 

generally being Units 1, 2, 3, 6 and 7. 
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Summary 

As described, the Harmony Grove area overthe years has been a rural, agricultural area 

with low density development. The Specific P Ian provides for development density and 

intensity to diminish with distance away from the mixed-use core. There will likely be horse 

keeping opportunities along portions of the perimeter of the plan. This concept is designed 

to be compatible with the existing more rural community yet be near the more urbanized 

areas in the overall north San Diego County area providing housing with proximity to jobs, 

shopping and recreational facilities. 
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IMMEDIATE SURROUNDINGS 

As described, Harmony Grove Village is a master planned community in a bucolic setting 

but close to the amenities of more urbanized areas. The community is accessible to the 

wider area via Country Club Drive and Harmony Grove Roadi(:itracado Parkway. 

Adjacent to the north are rural residential areas with more conventional single family 

detached residential neighborhoods beyond. Hidden Hills is a residential community one 

mile north. The new Palomar Medical Center is just over one mile to the northeast. 

Industrial development is about two miles north running generally along the south side of 

State Route 78 Freeway. California State University, San Marcos is less than two miles 

northwest just south of the freeway. North of the freeway is a regional retail center 

anchored by Costco and a Walmart along with in-line retail shops. Residential 

neighborhoods in San Marcos and Escondido are further north including the Escondido 

Country Club. The Riverside County boundary is twenty-two miles to the north. 

East of Harmony Grove Village is vacant, rural land. Single family detached 

neighborhoods are within a mile east surrounding the intersection of West Valley and 

Citracado Parkways in Escondido. The Escondido Promenade and other retail 

development runs adjacent to the Interstate 15 Freeway, two miles east. Major retailers 

in this area include Target, Dick's Sporting Goods, GNC, Cost Plus, Staples, Home 

Depot, Big Lots, Bank of America, Wells Fargo Bank and Starbucks. Several automobile 

dealerships are along the east side of the freeway. Further east beyond the freeway are 

older residential neighborhoods with commercial developments along major arterials 

including "Old 395." This was once the major north/south highway through Escondido 

prior to construction of Interstate 15. San Diego Zoo Safari is about six miles east with 

mountainous areas of San Diego County beyond. The rural community of Ramona is ten 

miles east. 

Vacant land with rural residential uses are immediately south of the subject area. 

Olivenhain Dam is about two miles south and Lake Hodges just over two miles southeast. 
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Lake Hodges has residential neighborhoods along its westerly shore adjacent to Del Dias 

Highway. The exclusive communities of Rancho Santa Fe and Fairbanks Ranch are 

approximately four miles southwest and downtown San Diego is about thirty miles south. 

West of the subject again is rural and vacant land with topography slopping up to Mt. 

Whitney, the highest geographical feature in the area. As mentioned earlier, the City of 

San Marcos is west of Harmony Grove Village less than a mile. The master planned 

community of San Elijo Hills is in San Marcos and San Marcos Lake, in unincorporated 

San Diego County territory, is surrounded by the city. The City of Vista is adjacent east 

of San Marcos. The coastal cities of Carlsbad, Encinitas and Oceanside are furtherto the 

west with the Pacific Ocean twelve miles west. Adjacent on the northside of Oceanside 

and Vista is the Camp Pendleton Marine Corps base. This is a large military facility that 

runs along the ocean all the way north to Orange County, more than thirty miles 

northwest. 
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SAN DIEGO COUNTY COMMUNITY FACILITIES DISTRICT NO. 2008-1 

San Diego County CF D No. 2008-1 was formed on May 14, 2008 when, following a public 

hearing, the Board ofS upervisors (the "Board") of the County adopted Resolution No. 08-

084 (entitled Resolution of the Board of Supervisors of the County of San Diego) to incur 

bonded indebtedness to finance the acquisition and construction of certain public facilities 

in order to mitigate the impacts of development within the CFD No. 2008--01 (Hannony 

Grove Village). Atthis time the Community Facilities District Report ("Report") datedJ une 

25, 2008 was prepared by David Taussig & Associates, Inc., CFD No. 2008-1 was 

estimated to consist of approximately 737 residential dwelling units and about 15.2 acres 

of non-residential property. Per the Report, CFD No. 2008-1 will be bifurcated into two 

improvement areas with Improvement Area No. 1 consisting of an estimated 417 dwelling 

units (attime ofCFD Report) and the non-residential lands and Improvement Area No. 2 

consisting of an estimated 320 residential units. This appraisal is for Improvement Area 

No. 1 only which now includes 442 total proposed residential units and commercial lands. 

The proposed types of public facilities that may be financed through the issuance and 

sale ofCFD No. 2008-1, Special Tax A Bonds are as follows: 

Facilities: 
• Street improvements, including grading, paving, curbs and gutters, sidewalks, 

street signalization and signage, street lights and parkway and landscaping related 
thereto; 

• Storm drains; water quality devices to ensure regional permit compliance; 

• Public utilities (including but not limited to water, reclaimed water, sewer, electric, 
gas and telephone); 

• Public parks, open space and recreations facilities; 

• Fire protection and emergency response facilities; 

• Land, rights-of-way and easements necessary for any of such facilities; 

• Equipment, apparatus facilities or fixtures with an expected useful life of 5 years or 
longer necessary for any of the foregoing or necessary to provide any of the 
services described below: 

• The aforementioned public facilities shall include the costs of design and 
engineering, surveys or reports, the cost of traffic-related environmental mitigation 
and any required landscaping and irrigation, soils testing, permits, plan check and 
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inspection fees, insurance, construction management and any other costs or 
appurtenances related to any of the foregoing. 

lmpactpevelopment Fees: 

The types of fees proposed to be financed by CFO No. 2008--01 are related to traffic, fire, 

open space, park and other fees related to public facilities and services. 

Services: 

The types of services proposed to be financed by CFO No. 2008--01 Special Tax B Bands 

are fire protection services, ambulance and paramedic services, maintenance of parks, 

parkways and open space, and flood and storm protection services. 

The CFO Report states estimated costs of improvements for facilities to be funded, in 

part, by the proceeds of CFO No. 2008--01 bonds and serviced by Special Tax A to be 

$76,250,000. In addition, CFO No. 2008--01 is expected to finance the annual costs to 

provide public services (street lights, park maintenance, storm drain maintenance, multi

use trail maintenance, mitigation land maintenance and fire services) to be serviced by 

Special Tax B to be $628,594. Special Tax B for each improvement area within CFO No. 

2008--01 is estimated at $845 per residential unit per year and about $0.30 per square 

foot of non-residential floor area per year. These amounts are subject to change based 

on the actual need that arises as development progresses within CFO No. 2008--01 and 

is subjectto an annual increase based on the percentage change in the Consumer Price 

Index. The amount of the proposed bonded indebtedness to be incurred to finance the 

acquisition and construction of the public facilities shall not exceed $32,000,000 for 

Improvement Area No. 1 and shall not exceed $35,000,000 for Improvement Area No. 2. 

The boundary map showing CFO No. 2008-1, both Improvement Area Nos. 1 and 2, is 

shown in the Addenda. Per the current sources and uses (dated October 20, 2017) the 

estimated facilities to be funded by CFO No. 2008-1 IA 1 is $13,664,277 plus a reserve 

fund of $1,179,125. Including cost of issuance, underwriter's discount and the issue 

discount the total bond amount is estimated at $14,210,000 (all amounts subject to 

change). 
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SUBJECT PROPERTY DESCRIPTION 

The subject property consists of a portion of the community known as Harmony Grove 

Village by CalAtlantic Homes. There were originally a total of 444 proposed homes in 

eight product lines along with two commercial parcels within CF D No. 2008-1 IA 1 (subject 

property). However, two homes have pre-paid their Special Taxes leaving 442 proposed 

homes and the two commercial sites as the subject property of this appraisal. A total of 

148 units are complete and have closed to individuals. While there are two institutional 

designated paracels located within CF D No. 2008-1 IA 1, it is the appraisers' 

understanding that they will not be taxed, and thus are not included in this appraisal. The 

subject property is described below. 

Location: 

Legal Property 
Description: 

Thomas Guide: 

Property Owner: 

Assessors 
Parcel Nos.: 

Property Taxes: 

Appraisal Report 

Generally north of Harmony Grove Road on both sides of Country 
Club Drive, Harmony Grove, Unincorporated San Diego County. 

Tract No. Lot Nos. 
5365-1 /15888 2-31 and 33-71 (Lots 1 and 32 NAP) 

5365-2 / 1 5889 1-70, 72-75 
5365-3 / 1 5890 1-105 
5365--6 / 1 5893 1-51 and 53 (Lot 52 is NAP) 
5365-7 / 1 5894 1-109 

San Diego 1129 - CS, C6, DS & D6. 

CalAtlantic Group, Inc., a Delaware corporation (formerly known as 
Standard Pacific Corp., a Delaware corporation) as to 296 of the lots. 
Individual owners as to the remainder of the lots. Please refer to the 
Subject Property listing on page 1 and 2 of this report for details of 
ownership on a per lot basis 

A listing of the Assessor Parcel Numbers is located in the Addenda. 
The APN Pages include 235-56, 235-57, 235-58, 235--60 and 235-
61. 

We have reviewed the 2016/2017 property tax invoice on a sample 
house within the Cante ridge neighborhood which relates to AP N No. 
235-561--01--00 which pertains to a 2,075--square foot house. Perthe 
County of San Diego Tax Assessor's Office, the parcel has an 
assessed value of $607,21 O less a $7,000 home owner's exemption. 
The parcel has a 2016/17 total tax bill of $10,566.38. This tax 
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Three-Year 
Sales History: 

Size and Shape: 

Zoning: 

Entitlements: 

Topography: 

Appraisal Report 

amount includes general levy taxes of $6,002.09 and special 
assessments and fixed charges of $4,564.29 including $2,529.60 for 
CFO 2008--01 IA 1, $512.28forCFD No. 2008--01 B Fire, $394.52 for 
CFO No. 2008-1 B, (Other Maintenance LLMD) and $85.22 in CFO 
20008-1 B Flood. In addition to the subject CFO, there is $1,042.67 
in miscellaneous items including General Bond Prop A, E and Kand 
CSA 107 Fire Protection. 

CalAtlantic Homes, Inc. (as Standard Pacific Homes) purchased the 
subject property approximately ten years ago from New Urban West, 
Inc. It is the appraiser's understanding that, included in the 
transaction was an option agreement for New Urban West, Inc. to 
purchase back the commercial parcels for $20,000 each. It is the 
appraisers' understanding that this option is being exercised in 
November 2017. It should be noted this was an option which was 
tied to the overall purchase agreement of the entire Harmony Grove 
and does not represent market value. Per CalAtlantic Homes 
representatives, this agreement is not recorded and is not tied to the 
land in any way. 

The subject property is irregular in shape and contains 234.026 gross 
acres per Tract Map 15888, 15889, 15890, 15893 and 15894. This 
gross area includes two commercial sites totaling 2.890 acres. For 
purposes of this appraisal, we will use the gross acreage per the 
Tract Maps of 234.026 acres. 

The subject property is designated Harmony Grove Village Specific 
P Ian per the County of San Diego. According to the Specific P Ian, 
Harmony Grove Village is proposed to have a total of 742 dwelling 
units on approximately 468 acres. This suggests an overall density 
of 1.59 dwelling units per gross acre which is within the allowed land 
use and zoning designation. Improvement Area No. 1 has a total 
area of 234.026 acres encompassing 442 dwelling units indicating 
an overall density of 1.9 dwelling units per acre. 

The subject property is encompassed by Tract Map Nos. 15888, 
1 5889, 15890, 15893 and 1 5894 which were recorded January 18, 
2013 and subdivides the property into 444 single family detached lots 
(442 considered in the subject property) and two commercial parcels. 
Lot 74 of Tract Map No. 15889 consists of 1.274 acres howeverthere 
is a historical house located on a portion of the site leaving 1.03 
usable acres and Lot 75 of same tract has 1.616 acres. 

The subject property has gently rolling topography with much of the 
land in a shallow bowl area sloping gently up on three sides. 
Drainage appears to be within an in-street storm drain system 
including green belt areas used as retention basins. 
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Soils Condition: 

Seismic 
Information: 

Environmental 
Concerns: 

Several geotechnical reports were reviewed by Geocon, 
Incorporated dated between April 4, 2014 and November 10, 2016 
relating to Harmony Grove Village, Phase 1, Units 1, 2, 3, 5, 6, 7 and 
Park Sites. These reports support development of the subject 
property. Most infrastructure is completed through the community 
and many homes are constructed. There do not appear to be any 
visible signs of soils issues based on our field inspection; however, 
we are not trained in geology. 

It is an assumption of this report that the soils are adequate to 
support the highest and best use conclusion and that all 
recommendations made relating to soil conditions within the reports 
were adhered to during construction. This is evidenced by County 
inspectors on site throughout construction as well as Certificates of 
Occupancy permits being obtained on site. 

Per the California Department of Conservation, the subject property 
is not located within an Alquist Priolo Earthquake Study Zone and is 
not within ½ mile of an active fault. 

We have reviewed the "Final Environmental Impact Report" (FEIR) 
on Harmony Grove Village, dated February 7, 2007, prepared by 
HELIX Environmental Planning, Inc. Attime of the report the subject 
property consisted of rural residential uses and over the years had 
been used for farming including avocado groves, citrus groves, dairy 
use, egg farms and an abandoned rock quarry. Most biological 
resources have been degraded overthe years as a result of farming 
activities. However, the FEIR includes mitigation measures designed 
to reduce andpr avoid environment effects with standard 
environmental design measures. 

It is an assumption of this report thatthe subject property is free and 
clear of any environmental issues which would slow or thwart 
development of the site and that all recommendations contained in 
the FEIR were adhered to. This is suggested by (1) the developer 
obtaining all required construction permits and (2) County inspectors 
on site throughout construction as well as Certificate of Occupancy 
permits being obtained on closed homes. 

Flood Information: Perthe RealQuest, Flood Map Report, most of the subject property 
is identified as within Zone X (areas of minimal flooding) and doesn't 
require flood insurance. Portions southerly of Harmony Grove Road 
and the area of Escondido Creek are designated XS00 or AE that are 
either within the 100 or 500-year floodway. Per FE MA the subject is 
shown on Panel 060284--06073C dated May 16, 2012. 
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Easements and 
Encumbrances: 

Utilities: 

Streets/Access: 

Appraisal Report 

We have reviewed a sample Preliminary Title Report prepared by 
First American Title Company dated April 28, 2017 which covers 
21464 Trail Blazer Lane, a property still owned by CalAtlantic Group. 
The exceptions are as follows: 

Items Nos. 1, 2, 3 and 4 pertain to general and special taxes 
including supplemental taxes on the site. Item Nos. 5 thru 15 refer 
to various easements for utilities and access purposes. Item No. 16 
refers to a "Declaration of Covenant for Landscape Maintenance 
Improvements." Items No. 17, 18 and 19 pertain to utility easements 
in favor of San Diego Gas & Electric Company. Item Nos. 20 and 21 
refer to documents entitled·~ oint Use Agreement HOA/DPW /DPR" 
or Joint Use Agreement DPW/DPR." Item No. 22 pertains 
covenants, conditions, restrictions, easements, assessment liens, 
charges, terms and provisions which provide that a violation thereof 
shall not defeat or render invalid the lien of any first mortgage or deed 
of trust but deleting any matters pertaining to non-discrimination 
against race, color, religion, sex, sexual orientation, familial status, 
disability, handicap, national origin, genetic information, gender, 
gender identity, gender expression, source of income or ancestry. 
Item No. 23 refers to unsecured property taxes. Item No. 24 relates 
to any easements andpr servitudes affecting "parcel(s) 2 herein 
described." Item No. 25 water rights, claims ortitle to water, whether 
or not shown by the public records. Finally, Item No. 26 states that 
"this transaction may be subjectto the F inCE N Geographic Targeting 
Order affecting residential sale transactions." 

It is an assumption of this appraisal report that the subject lands are 
free and clear of any liens and/or encumbrances other than CFO 
2008-1 IA 1. The appraisers are not title experts and it is 
recommended that any concerns relating to title should be 
addressed to the appropriate experts. 

All normal utilities serve or will serve the subject property by the 
following companies: 

E le ctrical: 
Natural Gas: 
Sewer,Water: 
Schools: 

San Diego Gas & Electric Company 
San Diego Gas & Electric Company 
County of San Diego 
Escondido Union School District 

Access to the subject project is via 1-1 5 to West Valley Parkway, west 
to Citricado Parkway, north to Harmony Grove Village Parkway. 
Additional access is via State Route 78 to Auto Park Way, south to 
Country Club Drive and south approximately one mile to the subject 
property. 
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1-1 5 is a major north/south California freeway providing access to 
international borders both north and south. 

State Route 78 is an eastA,vest freeway connecting with 1-5 and the 
beach cities to the west and terminating in Escondido. 

Current Condition: The total Harmony Grove project is being developed into a master
planned community with a total of up to 742 proposed single-family 
detached lots, two commercial sites, parks, greenbelts and 
permanent open space. Ten residential products/neighborhoods are 
currently proposed for the community with eight products located 
within Improvement Area No. 1 which encompasses the subject 
property. The entire site has been mass graded and the subject 
property has been developed into generally finished lots with streets, 
curbs, sidewalks and landscaping all installed with utilities stubbed 
to each lot. Some of the finished lots have rocks stock-piled on them 
and may need some finish grading. Per owner representatives, this 
cost is included in the remaining development costs. 

Costs to Complete: The subject property has been developed into 442 residential 
finished lots and two commercial parcels as of the date of value. 
There are some remaining development costs to construct the 
property to a true finished lot condition. Per the builder, the 
remaining development costs were estimated as of September 7, 
2017 at $4,416,704 for items including erosion control, a water 
storage contribution fee, the final street lifts, final grading of lots, if 
needed, and a reserve for street repairs. These remaining costs are 
associated with all of the builder owned property as the individual 
homeowners are not responsible for the land development costs. 
CalAtlantic Group owns 38 homes over 95 percent complete 
(including 13 model homes) and 256 remaining lots (56 with homes 
under construction). Dividing the $4,416,704 remaining hard costs 
by the 294 builder-owned residential parcels suggests there are 
$15,023 remaining costs per each of the 294 builder-owned 
residential lots/homes. In addition, there are remaining school fees 
associated with the 200 remaining finished lots that have not yet 
begun construction. The average school fee is $8,700 per unit which 
equates to $1,740,000 in remaining school fees (200 lots x $8,700). 

HOA: 

Appraisal Report 

The above remaining costs will be taken into consideration in the final 
valuations later within this report. 

The Harmony Grove Village Master Community Association dues 
range from $11 Oto $200 per month and are estimated to be in the 
$200 per month range at build-out. The dues include payment for 
maintenance of the community parks, pool, landscaping and 
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Improvement 
Description: 

Appraisal Report 

maintenance of common grounds, slopes and open space 
throughout the community. 

As earlier described, Harmony Grove Village is a master-planned 
community that is being developed with numerous, well segmented, 
residential product types. All are single family detached homes with 
the higher density neighborhoods focused around the community 
core and lower density neighborhoods around the perimeter, 
compatible with adjacent, existing land uses. The community will 
have a maximum of 742 homes pursuant to the Specific P Ian on 468 
acres indicating a total unit yield of 1.6 dwelling units per acre. The 
subject of this appraisal is Improvement Area No. 1 which consists 
of 442 dwelling units and two small commercial parcels on 234.026 
acres for a unit yield of 1.9 dwelling units per acre. 

As currently planned there will be a total of ten product types in the 
entire community with eight of the ten located within Improvement 
Area No. 1. Of the eight proposed residential products in CFO No. 
2008-1 IA 1, four have models open with neighborhoods currently 
selling. The following chart shows a detail breakout for each plan 
within each neighborhood along with ownership. 

Room Floors/ Sq. Ind. B ldr. 
Plan Count OB Parking Ft. Owned Owned 

Cante ridge (Hillside Cottages - 30' x 85' Lots - 2,550 SF) 
1 3 /2.5 2 /2 1,920 6 1* 
2 3/3 2 /2 1,922 21 2* 
3 4/3 2 /2 2,075 14 2* 

3X 4/3 2 /2 2,136 14 1* 
Subtotal Canteridge 55 6 
Sea breeze - (Village Bungalow - 36' x 100' Lots - 3,600 SF) 

1 4/3 2 /2 2,185 17 6* 
2 4/3 2 /2 2,519 12 7* 
3 4 /3.5 2 /2 2,783 13 4* 
4 4/3 2 /2 2,277 0 0 

Subtotal Sea breeze 42 17 
Lusitano - (Village Cottages - 30' x 86' Lots - 2,580 SF) 

1 3 /2.5 2 /2 1,684 16 4* 
2 3 /2.5 2 /2 1,875 17 5* 
3 4/3 2 /2 2,018 18 3* 

Subtotal Lusitano 51 12 
Andalucia - (Village Home - 42' x 130' Lots - 5,460 SF) 

1 4 /4.5 2 /2 3,027 0 1* 
2 4 /4.5 2 /2 3,182 0 1* 
3 5 /4.5 2 /3 3,640 0 1* 
4 4 /3.5 2 /2 2,980 0 0 

Subtotal Andalucia 0 3 
Total 148 38 

*One of each of these plans 1s a model home. 
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Appraisal Report 

In addition to the above shown houses, there are 56 houses under 
construction (under 95 percent complete) and 200 finished lots along 
with two commercial parcels. 

It should be noted the Andalucia neighborhood is currently selling 
homes within lmprovementArea No. 2 with the models located within 
Improvement Area No. 1. Upon our physical inspection and our 
search of the MLS, there is one active listing and no homes which 
have resold atthis time. 

All home plans are of a Cottage, Traditional, Monterey, Farmhouse 
or Craftsman influenced architectural style. The home exteriors 
include concrete roof tiles, dual glazed vinyl windows, side and rear 
block walls, rain gutters, fully dry-walled 2 or 3--car garages with roll 
up sectional garage doors, tankless water heaters and selected 
homes have solar. Interiors include ceramic tile flooring at entry, 
kitchen, nook, laundry, and baths, upgraded baseboards and 
casings, raised panel doors, great room, precast surround and 
mantel, maple cabinets and bull-nose drywall corners. The master 
suites include spacious walk-in closets and a master bath. Gourmet 
kitchens include Whirlpool stainless steel appliances, maple or white 
Thermafoil cabinetry, islands and granite countertops. Valuable 
advantages include prewire for cable, phone and high-speed wiring 
for data in most rooms, combo plugs and US B chargers in kitchens 
and a gas stubs in the rear yards for BBQ hookup. 
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SAN DIEGO COUNTY HOUSING MARKET 

In reviewing the County's housing market, a study of population and economic growth 

needs to be conducted. As of J anuary 1, 2017, the County had a population of 3,316,192, 

which indicates an annual growth rate of 0.9 percent overthe past year and an average 

rate of 0. 97 percent over the past 15 years. It should be noted this includes the slowdown 

during the Great Recession. Projections are for the County to continue at an annual 0.9 

percent growth rate forthe next five years. 

Over the past twenty years the County has seen a rocky cycle in the housing market as 

with most of Southern California. The recession of the early 1990s impacted San Diego 

County; however, the recovery was quickerthan inland areas due to the coastal influence. 

Median housing prices (all types) in the County increased over 100 percent (from 

$250,000 in 1997 to $517,500 in November 2005) then decreased over 50 percent to the 

J uly 2009 low of $290,000. Since bottoming outthe market has seen significant increases 

to the current median home price of $537,750 (per Core Logic as ofJ uly 2017), above the 

pre-recession high. 

Economic growth in the San Diego area had been strong between 2000 and 2007 with 

job losses occurring during the Great Recession in 2008 through 201 O with an upturn 

beginning in 2011. Below is a table depicting job growth in the County over this time 

period. 

.San Dieao ob Growth 
Year .Em olovment Jncrease 
2017* 1,503,400 5,400 
2016 1,498,000 12,100 
2015 1,485,900 22,700 
2015 1,463,200 16,100 
2014 1,447,100 21,300 
2013 1,425,800 22,200 
2012 1,403,600 34,900 
2011 1,368,700 15,600 
2010 1,353,100 (55,200) 
2009 1,408,300 (44,500) 
2008 1,452,800 6,500 
2007 1,446,300 9,500 
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-

0.81% 
1.55% 
1.11% 
1.49% 
1.58% 
2.55% 
1.15% 

(3.92%) 
(3.06%) 
0.45% 
0.66% 
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2006 1,436,800 11,100 0.78% 
2005 1,425,700 16,800 1.19% 
2004 1,408,900 26,600 1.92% 
2003 1,382,300 13,100 0.96% 
2002 1,369,200 19,700 1.46% 
2001 1,349,500 26,300 1.99% 
2000 1,323,200 N/A N/A 

*Based on Preliminary August 2017 numbers per EDD 

The unemployment rate for the County was 4. 7 percent in August 2017, well below the 

high of 11 percent in early 201 O and lowerthan the current California unemployment rate 

of 5.4 percent. 

The housing market was a significant factor in increasing the impact of the Great 

Recession. Due to increased interest rates and rising home prices between June 2004 

and mid-2006, the mortgage lender reaction was to create non-conventional financing 

alternatives such as sub-prime and non-conventional mortgages to artificially maintain 

the boom housing market of 2004 and 2005. In 2007 the housing market saw a shake

up due to the problems in the sub-prime and non-conventional mortgage markets. In 

March 2007 the Federal Government initiated efforts to stop or limit sub-prime mortgages. 

Unfortunately the damage had already been done with sub-prime mortgages playing a 

role in the 2008 shake out of the housing market and contributing significantly to the U .5. 

economic downturn. Due to stricter income verification on new loans and the lack of 

available credit, coupled with job losses and declining home prices, sales of both new 

and existing homes slowed for the next few years. With the exception of a small increase 

in 2010, primarily due to government offered home buyer credits, prices/sales essentially 

remained flat until mid-2012 when prices began a steady climb with double-digit increases 

into 2013 and a slower appreciation since that time. Overall home prices in Escondido 

have increased an average of 5.1 percent on a year over year basis while in 5 an Marcos 

overall home prices have increased 7.2 percent on a year over year basis. 

There were several factors aiding the recent price appreciation which include limited 

supply and constrained lending. The main factor in prices rising is an imbalance in supply 

and demand. Near the bottom of this past real estate cycle it was not financially feasible 

to develop land and build a house in portions of 5 an Diego County. Thus land 
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development slowed, significantly restricting new housing supply. In addition to limited 

supply, home ownership across the U.S. declined to 63.7 percent (Second Quarter 2017, 

Census.gov) from a high of 69.2 percent in 2004. This downward trend in home 

ownership was anticipated to continue to decrease until stabilization which was estimated 

to occur at 63 percent. It appears the downward trend of home ownership may be 

stabilizing as home ownership was 62.9 percent in 2nd quarter 2016 and has increased 

slightly since then. 

Home loan mortgage rates have been playing a large part in the housing market. The 

Federal Reserve had held mortgage rates at all-time lows for the past few years in an 

attempt to assist the housing market. Low rates appeared to help for quite a while, 

however first time buyers are now having an extremely hard time entering the housing 

market. The Board has kept interest rates below historical averages dropping rates to 

zero in December 2008 until the December 2015 Board meeting when interest rates were 

raised one quarter of a percent. Future rate hikes are anticipated to be gradual and will 

depend on how the U.S. economy and global growth is occurring. With December 2016, 

March 2017, and June 2017 rate hikes, the current interest rate is 1.25 percent. This 

signifies the possibility for robust growth nationally. Unlike the 2008 to 2015 decisions to 

maintain the rates at zero, regular hikes are anticipated for the foreseeable future, likely 

making it more difficult for first-time home buyers. However, the discussion of increasing 

rates by the Board appears to have spurred sales of homes. The small increases in loan 

rates do not yet appear to be stopping buyers from entering the market if the home is 

priced at the right price point. 

Residential Land Development 

While there had been little land development going on in most of San Diego County during 

the years 2008-2011, the second half of 2012 saw a resurgence. This was visible in 

Harmony Grove where planning and land construction began again with the first home 

sales occurring in 2015. The increase in housing prices coupled with the limited 

availability of supply made land development feasible once again for homebuilders. San 
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Diego saw land development in 2012 and 2013 with a bit of a lull in 2014 with development 

beginning again in 2015 and 2016. 

On a national front, it appears the slowdown in home sales in 2014 may have curbed the 

growth of residential lot prices. Per the Lincoln Institute of Land Policy, prices for 

residential lots in California began having a slower growth in 2nd quarter 2013 with a sort 

of stabilization occurring around 3 percent in 2014 and 2015. The California average of 

finished lot price increases (and decreases) are shown on the chart below. 

California Residential Lot Value 
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In early 2017 Governor Jerry Brown addressed the critical shortage of homes within 

California in the 2017 Budget P Ian for the state. According to the Budget Plan, California 

needs to build 180,000 residential units per year over the next decade in order to meet 

the state's population demands. 5 ince 2006 the state has averaged less than 80,000 

residential units annually which has resulted in higher rents and home prices, longer 

commutes and rising homelessness in the state. The Budget Plan states homebuilding 

has been hampered by high building costs and fees and by the reluctance of local 

governments to approve housing. Local factors that drive up costs include permitting and 

impact fees and delays in approvals. The new Budget Plan states the Governor's office 

will seek policies to streamline construction and lower the cost of homebuilding through 

reduced fees along with creating incentives for local governments to approve more 

housing. As the 2017 Budget Plan came out earlierthis year U anuary 10, 2017) it is too 
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early to tell if this will have an impact on San Diego County housing in the near future. 

However, the fact the government is addressing this issue is a positive step forward for 

the future California real estate market. 

Inland North San Diego County has three areas with master planned communities 

developing. These include Harmony Grove Village (subject property), Rancho Tesoro in 

San Marcos by Brookfield Homes and Heritage Bluffs by CalAtlantic Homes in the Del 

Sur area in Carmel Valley. Harmony Grove has four products currently selling on lots 

from 2,500 to 5,500 square feet. Rancho Tesoro is located about two miles northwest 

and has four products selling with similar sized lots. Heritage Bluffs is located about five 

miles south and includes three products with lot sizes from 4,700 to 6,200 square feet. 

Home Sales and Pricing 

The housing market in San Diego County appears to be on the upswing of a cycle. San 

Diego has seen either flatness or increases in home values since January 2012 per the 

Case-Shiller index. Below is a chart showing median home prices in the County including 

both new and existing homes (both detached and attached) overthe past decade. With 

the current median home price at $537,750 (per Core logic as ofJ uly 2017), the increases 

are continuing. 
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According to Core Logic, within Southern California (Los Angeles, Riverside, San Diego, 

Ventura, San Bernardino and Orange counties) the median price paid for a horne (both 

new and existing) in July 2017 ($501,000) is up 7.7 percent frorn one-year prior. The 

current median existing horne price is less than 1.0 percent below the peak in rnid-2007 

when the median price was $505,000 and up rnore than 100 percent frorn the low point 

of the cycle which was a $247,000 median price in April 2009. Horne sales in Southern 

California were down 2.3 percent overall in Southern California in July 2017 based on a 

year-over-year change. Per Core Logic the drop off in activity suggests that late-spring 

hornebuyers burned through a sizeable chunk of an already tight inventory of hornes for 

sale which then constrained J uly sales. Shown below is a table comparing J uly 2016 to 

July 2017 for both new and existing horne sales and pricing in Southern California by 

county and for Southern California as a whole. 

Southern California (New and Used) Home Sales 
No.Sold No. Sold Percent Median Median Percent 

County July 16 J uly 17 Change J uly 16 J uly 17 Change 

Los Angeles 7,290 6,946 -4. 736 $532,000 $575,000 8.1% 
Orange 3,299 3,278 -0.6% $639,500 $690,000 7.9% 
Riverside 3,474 3,527 1.5% $335,000 $365,000 9.0% 
San Bernardino 2,601 2,699 3.8% $285,000 $305,000 7.0% 
San Diego 3,861 3,728 -3.4% $495,000 $537,750 8.6% 
Ventura 1,032 887 -14.1% $523,000 $554,500 6.0% 
SoCal 21,557 21,065 -2.3% $465,000 $501,000 7.736 
Source: CorelogicJ uly 2017 Data Brief 

Based onJ uly 2017 median new and existing hornes prices, in comparison to the majority 

of the surrounding counties, San Diego County is higherthan the Inland E rnpire and lower 

than Ventura, Orange and Los Angeles Counties with a median horne price of $537,750 

reflecting an 8.6 percent year over year increase. 

In a separate atternptto capture the increase in horne prices, the resale activity of existing 

hornes in the subject area (per CoreLogic) has been reviewed. The number of sales and 

sale prices of existing hornes within zip codes in the irnrnediate area of the subject are 

shown in the table shown below. 
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Sales of 
SFD July2017 July 2017 Price% 

Border Homes Price Median Change 
Community ZIP To July Median Price/ fromJ uly 

Name Code Subject 2017 SFD Sq. Ft. 2016 
Elfin Forest / Hannony 
Grove 92029 Subject 29 $738,000 $312 0.7% 
San Marcos 92078 North 38 $735,000 $293 16.7% 
Carlsbad 92009 Northwest 40 $914,000 $371 -1.6% 
Rancho Santa Fe 92067 Southwest 27 $2,399,000 $455 0.6% 
Del Sur/ Rancho Bernardo 92127 South 67 $1,099,000 $337 24.5% 
Escondido 92025 East 33 $550,000 $277 -1.1% 
Escondido 92026 Northeast 64 $533,000 $280 14.4% 
San Marcos 92069 North 32 $565,000 $301 18.0% 

Source: Corelogic July 2017 

The table above depicts price changes over the past year on existing single-family 

detached home sales prices. The above price increases relate to Corelogic's overall San 

Diego County increase of 8.6 percent increase year over year. 

Our search for comparable new home projects within the Inland North San Diego County 

market resulted in eleven new home projects currently selling in the subject market area. 

Four of the eleven projects are the subject projects in Harmony Grove, three are located 

in the master planned community of Rancho Tesoro in San Marcos and one is in the 

community of Canyon Grove in Escondido. The remaining sales are essentially in-fill 

sites located in San Marcos and Escondido. 

In summary, although both San Diego County and the subject submarket saw decreases 

in housing pricing and sales during the recession, prices have now been increasing over 

the past 60+months with substantial appreciation overthis time period. While home price 

growth slowed between 2013 and 2015, the past 12-18 months has seen an increase in 

prices once again. The economy appears to be on an upswing and the subject submarket 

is attracting both homebuyers and land developers. There are three master planned 

communities selling within five miles of the subject, all with average to good sales rates. 

In conclusion although there is still some uncertainty clouding the current economy, the 

housing market in South San Diego County appears to be growing at a sustainable rate. 

Population is predicted to continue to increase, thus housing growth will continue. 
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HIGHEST AND BEST USE ANALYSIS 

The highest and best use is a basic concept in real estate valuation due to the factthat it 

represents the underlying premise (i.e., land use) upon which the estimate of value is 

based. In this report, the highest and best use is defined as: 

"the reasonably probable and legal use of vacant land or an improved 
property, which is physically possible, appropriately supported, financially 
feasible, and that results in the highest value" 5 

Proper application of this analysis requires the subject properties to first be considered 

"As If Vacant" in orderto identify the "ideal" improvements in terms of use, size and timing 

of development The existing improvements (if any) are then compared to the "ideal" 

improvements to determine if the use should be continued, altered or demolished 

preparatory to redevelopment of the site with a more productive or ideal use. 

"As If Vacant" 

In the following analysis, we have considered the site's probable uses, or those uses 

which are physically possible; the legality of use, or those uses which are allowed by 

zoning or deed restrictions; the financially feasible uses, or those uses which generate a 

positive return on investment; and the maximally productive uses, or those probable 

permissible uses which combine to give the owner of the land the highest net return on 

value in the foreseeable future. 

Physically Possible Uses 

Harmony Grove Village has the physical characteristics suitable for a master-planned 

community. The site's topography is generally level atthe central core of the property and 

forms a gentle bowl with higher density product generally planned for the more level 

portions of the central bowl and lower density product around the perimeter where the 

land gently slopes upward. The property was previously used for agriculture use with 

portions utilized as an egg ranch, a dairy farm and as orchards. 

5 The Appraisal of Real Estate, 11'h Edition 
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CFO No. 2008-1 IA 1 is being developed into 442 single family detached homes with two 

small service commercial sites. We have reviewed Geotechnical Reports which cover 

the subject property and it appears soil conditions are satisfactory for development. This 

is suggested by development on some of the lands. We have reviewed the final 

Environmental Impact Report on the site which concludes that the property is feasible to 

develop from an environmental standpoint. It is an assumption of this reportthatthe soils 

are adequate to support the highest and best use conclusion, that any environmental 

concerns have been mitigated as recommended by technical reports, and that there are 

no environmental issues which would slow or thwart development of the site. This is 

evidenced by County approvals along with County inspectors on site during construction. 

While the Escondido Creek Wildlife Corridor runs through Harmony Grove Village, the 

homes have been designed to alleviate any disruption of the corridor and it is the 

appraisers' understanding that all environmental issues with the corridor have been 

mitigated. An engineered drainage system has been designed into a street drainage 

system to alleviate any potential flooding problems and to control project water runoff. All 

standard utilities serve the subject property. The site has good access from 1-1 5 and 

State Route 78. 

Based on the physical analysis, the size, access and topography make the subject 

property physically suited for numerous types of development; however, the grading and 

developmentthat has occurred on the site suggests a master-planned community. 

Legality of Use 

The subject property is located in the Harmony Grove area of the County of 5 an Diego. 

Pursuantto the Harmony Grove Village 5 pecific P Ian and General Plan Amendment, the 

overall community is allowed up to 742 residential units of which 444 (442 included in 

subject property) are being developed within CF D No. 2008-1 IA 1 on 234.026 acres. This 

yields 1.9 dwelling units per acre. In addition, there are two commercial sites within the 

development along with a swimming area and clubhouse, numerous parks, greenbelts 

and other community level land uses. In addition, Tract Map Nos. 15888, 15889, 15890, 
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15893 and 15894 are recorded on the subject property allowing for 444 residential lots 

(442 included in subject property) and two commercial parcels. Based on the legality of 

use analysis, the type of development for which the subject property can be utilized is 

narrowed to residential use with supporting commercial. This is consistent with the 

findings of the physically possible uses. 

Feasibility of Development 

The third and fourth considerations in the highest and best use analysis are economic in 

nature, i.e., the use that can be expected to be most profitable. As discussed under the 

San Diego County Housing Market section earlier within this report, the North San Diego 

market showed improved absorption and increases in pricing over the past twelve 

months. 

According to the Market Absorption Study for CF D 2008-1, Improvement Area No. 1, by 

Empire Economics, Inc., dated June 15, 2017, home prices basically stabilized and are 

expected to increase as jobs are anticipated to increase at a moderate rate in the near 

term. Sales numbers appear to have stabilized although they are still below historical 

averages. The foreclosure market which had affected the new home market in San Diego 

County has worked through the issues and there are limited short sales or foreclosure 

homes on the market in the immediate area. Population growth is still occurring in the 

area and will continue to create the need for housing. Most importantly job growth, the 

primary driver of growth in the new home market, appears to be gaining strength both in 

San Diego County as well as the more local employment center in Escondido. County

wide unemployment is reported at about 4.7%. 

There are currently four active, new home communities within Harmony Grove Village, all 

having opened for sale in June, 2015. Homes within these neighborhoods consist of all 

detached product and range from 1,651 to 3,640 square feet. Base prices range from 

$534,900 to $876,900. Since opening, average sales rates have ranged from about 1.8 

to 2.75 sales per project per month with sales increasing more recently. All four 

neighborhoods have been well received in the marketplace. Sales have increased in 

2017 suggesting absorption may increase. 
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Based on the above analysis, the highest and best use for the subject property appears 

to be for development into a master-planned community. 

Maximum Productivity 

The current housing market has stabilized and is forecasted to improve in both sales 

prices and pace of sales.Job growth is relatively strong with unemployment at a rate 

comparable to prior to the Great Recession. While home sales are still below historic 

rates, prices are rising. High prices, limited financing choices and limited credit availability 

are making it hard for first time buyers to enter the housing market. However the limited 

availability of homes for sale, population growth and low interest rates all point to demand 

for new housing in the subject area with upward pressure still being placed on prices. 

Based on the current active projects in the area coupled with population growth projected 

in the subject marketplace, it is our opinion that the subject property is feasible for 

residential development. 

Highest and Best Use Conclusion - "As If Vacant" 

The final determinant of highest and best use, as vacant, is the interaction of the 

previously discussed factors (i.e., physical, legal, financial feasibility and maximum 

productivity considerations). Based upon the foregoing analysis, it is our opinion that the 

highest and best use for the subject property "As if Vacant" is for master-planned 

development with an array of well segmented, residential neighborhoods with some 

commercial use to service the community. 

Highest and Best Use - "As Improved" 

As earlier detailed, the subject property consists of four residential neighborhoods that 

are currently being marketed with model homes open. CalAtlantic Group, under the 

Standard Pacific brand opened sales within Harmony Grove Village in June 2015 with 

217 homes sold (148 closed to individuals) within CFO No. 2008--l IA 1. Including the 

sales and closings in Improvement Area 2 (Andalucia has sold 39 homes including 24 

closed) the average sales rate within the overall Harmony Grove Village is 9.48 homes 
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per month which equates to an average of 2.37 sales per month per project, considered 

an average to good sales rate for homes in the Inland North San Diego County. Our 

search of the local MLS revealed there is one current listing and no re-sales within the 

subject property. The homes appear in excellent condition with no physical depreciation 

of structures visually apparent. The sales rates within the subject and competitive projects 

in the immediate area suggests there is demand for new homes in the market at the right 

price points with current financing rates. This is confirmed by the Empire Economics 

absorption study. All of the homes are of good design and appear to be of good quality 

workmanship. Based on the subject neighborhood's sales rates, it is our conclusion that 

the highest and best use for the subject property is for the continued use, as improved. 
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VALUATION ANALYSES AND CONCLUSIONS 

The Sales Comparison Approach will be the primary approach used to value the subject 

property. This approach compares similar properties that have recently sold or are in 

escrow. In determining the value for the property, a unit of comparison needs to be 

addressed. For detached single-family lots, the lots are typically sold on a finished lot 

basis. That is, the sales price is determined by a finished lot value and then the remaining 

costs to develop the property to a finished lot condition are taken into account in the sales 

price. Therefore, in determining a current market value forthe lands, the current condition 

of the lots will be considered. In the case of the existing home valuations, a single new

home sale is the unit of comparison. Our search will include all new home projects within 

the subject Hannony Grove Village and the surrounding market area of north San Diego 

County to find comparable new homes for sale. In determining the value for each house, 

a base value will be concluded for each plan which will be considered a minimum market 

value as most buyers typically purchase some premiums, upgrades or options which 

increase the price of the home. 

In addition to the Sales Comparison Approach, a Subdivision Development Analysis will 

also be conducted. This is a common approach used by developers of master planned 

communities for large land parcels with various components. The approach estimates 

revenues for various land uses, deducts development costs and discounts net revenues 

to present value using a Discounted Cash Flow Analysis in order to arrive at a "bulk'' value 

for the property. Finally, an investigation will be made into sales of commercially zoned 

lands in Orange County to estimate the potential revenue that could be obtained from 

selling the "Village Retail" sites to a commercial developer. 

The Subdivision Development Analysis for the master developer-owned lands will be 

presented as follows. First, a discussion of the single-family detached lot market data will 

be given. Each of the comparable market data (on a finished lot basis) will be detailed 

along with a comparison discussion of their relationship to the subject property. A retail 

lot value will be concluded for each product. The remaining construction costs and fees 
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will then be taken into consideration. A DCF analysis will then be utilized. The DCF 

analysis will take into consideration the retail lot values, the remaining costs, the 

absorption time associated with selling off the lots and a discount rate which takes into 

consideration the time value of money, the risk associated with the development and a 

profit due to the developer. This analysis will conclude on a bulk-value for the builder 

owned lots. Houses which are under construction (under 95 percent complete) will be 

valued on the basis of a finished lot rather than attribute value to a partially complete 

improvement. 

In the case of the completed (over 95 percent complete) builder-owned models and 

production units, the homes will be valued using the Sales Comparison Approach to value 

to conclude on a retail value for each plan, followed by a Discounted Cash Flow ("DCF") 

Analysis due to the single ownership for each neighborhood. The DCF will take into 

account the fair market value of the completed homes (utilizing the Sales Comparison 

Approach), remaining development costs (if any), the marketing and carrying costs 

associated with selling off the homes, a profit due to the developer of the homes, and a 

discount rate reflecting both the risk associated with selling off the homes along with the 

time value of money during the estimated absorption period. In the case of the individually 

owned homes, a concluded base value will be used for each plan and a mass appraisal 

technique will be addressed. In determining the concluded base value, new home sales 

in the area will be reviewed and compared with sales of the subject completed homes 

using standard methodology and statistical testing. All of the value conclusions will take 

into consideration improvements funded by the CF D No. 2008-1 IA 1, 5 pecial Tax Bonds 

and their lien. A summary of the final value conclusions will be reported at the end of this 

valuation section. 

Market Data Discussion - Detached Residential Lots 

Within CFO No. 2008-1 IA 1 there are 200 finished lots of various sizes and 56 homes 

under construction (under 95 percent complete) which we will consider as finished lots 

rather than attribute value to a partially complete improvement. Therefore, this analysis 

will consider 256 residential lots. 
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We have searched the area and found the thirteen transactions summarized in the 

Addenda to be most comparable to the subject property. The sales are reported both on 

a purchase price basis (when available) and on a finished lot basis. The actual purchase 

price is typically less, depending on the condition of the land (lots) atthe time the property 

was acquired. Although some sales refer to "finished lots", they are typically physically 

finished lots with some fees remaining to be paid in order to be considered true finished 

lots. Below are the details of each of the comparable land sales along with a discussion 

of each transaction in relationship to the subject lands. 

Land Sale No. 1 refers to the current escrow of a 3.84 acre in-fill parcel located on Buena 

Vista Way in Carlsbad about twelve miles northwest of the subject property. Per brokers 

familiar with the transaction the property is in escrow for $4,850,000 for 12 lots with a 

9, 500--square foot minimum based on a finished lot price of $620,000. The site is adjacent 

to Land Sale No. 3, which Shea is under construction on. The site is across the street 

from a Jehovah Church and surrounded by an existing neighborhood. The site has 

existing old greenhouses which will need to be demolished but is otherwise level with all 

surrounding streets in place. It is the appraiser's understanding that there is no CF D 

proposed on this parcel. In comparison to the subject property this location is considered 

to be superior in Carlsbad. In addition, this transaction is considered to be superior due 

to its lower overall tax rate due to no CFO. 

Land Sale No. 2 pertains to the Lennar purchase of a 4.83--acre parcel located in 

Oceanside in the master planned community of EI Corazon about 12.5 miles northwest 

of the subject property. The parcel is located at the current terminus of Ocean Ranch 

Boulevard and Rancho Del Oro Road. The site has an approved tentative tract map for 

70 townhomes (3 story) with plans ranging from 1,708 to 2,215 square feet. In addition, 

the purchase included land for two small retail buildings totaling 2,950 square feet. The 

property sold byShopoffLand Fund to LennaronJ uly 11, 2017for $7,500,000 based on 

a $215,000 per unit finished price. This site has a small sliver which is located within an 

industrial CF D which covers some adjacent property, however for purposes of this report, 
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we are assuming no CF Don the site. This parcel has an overall density of 14.5 dwelling 

units per acre. Higher density sales typically sell for a lower price per unit. In comparison 

to the subject property, this site is considered to be superior in overall tax rate and location 

as it is essentially an in-fill parcel. However, it is across Ranch del Oro Road from an 

industrial center housing Genentech and Coca Cola among other property owners which 

is considered to be inferior to the subject. 

Land 5 ale No. 3 pertains to the sale of a 3.09 acre-parcel located adjacent to Land 5 ale 

No. 1 on Buena Vista Way in Carlsbad about twelve miles northwest of the subject 

property. 5 hea Homes purchased the site from the Robert Miles Living Trust on April 7, 

2017 for $4,000,000. The site had a tentative approved map at time of sale allowing for 

1 0 residential lots with a 9,500--square foot minimum. The sales price was based on a 

reported $550,000 finished lot. There is no CFO on this parcel. The site has surrounding 

streets in place and is currently under construction with grading underway. In comparison 

to the subject property this location is considered to be superior in Carlsbad and also 

superior on overall tax rate. 

Land 5 ale No. 4 refers to the purchase of a 3.14--acre parcel with a tentative map 

approved to allow for 47 dwelling units on the site located in Vista on Melrose Drive about 

eight miles northwest of the subject property. Warmington optioned the site from the 

Christian Science Church for $2,500,000, mapped and commenced engineering and 

architectural plans for 47, 3--story townhomes on the site. Warmington then sold the site 

to Lennar Homes for $4,300,000 based on a reported finished unit price of $230,000. The 

site has an overall density of 14.97 dwelling units per acre which is a higher density when 

compared to the subject neighborhoods. Higher density sales typically sell for a lower 

price per unit. It is the appraisers' understanding that there is no CFO on the site. Plans 

were in final plan check at time of closing. In comparison to the subject property the 

overall tax rate and the Vista location is considered to be superior as it is an in-fill parcel, 

however the immediate location (adjacent to a 7-11 Gas Station and Burger King) is 

considered to be inferior. 
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Land Sale No. 5 refers to the purchase of a 6.3--acre site located in Oceanside 

approximately 15 miles west of the subject. City Ventures Homebuilding purchased the 

site for $6,405,000 inJ anuary 2017 which equates to $1,016,666 per acre and $110,431 

per unit. There are 58 townhomes proposed for the site suggesting a density of 9.2 

dwelling units per acre. It is the appraisers' understanding that there is no CFO on the 

site. The site was a previously graded superpad with surrounding infrastructure in place, 

across the street from an existing motel, a gas station and adjacent to a vacant Fresh and 

Easy Market. It is just west of Interstate 5 with access at Oceanside Boulevard. Per a 

broker knowledgeable of the transaction, the price was based on a $230,000 finished lot. 

In relation to the subject property this sale is comparable in density to product around the 

village core even though this project is proposed for townhomes and the subject core is 

detached product. The location of this sale is considered slightly better compared to the 

subject because of freeway and ocean proximity along with being superior due to a lower 

overall tax rate. However, it is not located in a master-planned community with the 

amenities that are offered in Harmony Grove Village. 

Land Sale No. 6 pertains to the current negotiation of 115 lots located in Horse Creek 

Ridge about 15 miles north of the subject and adjacent along the easterly side of the 

Interstate 15 Freeway. Horse Creek Ridge is a master-planned community by D.R. Horton 

who is building out the majority of the community however selling this one tractto a guest 

builder. The lots are a minimum of 5,000 square feet and average 6,885 square feet. 

These are the largest lots within the community and planned for the largest product from 

3,205 to 3,719 square feet. Lots are to be delivered in a blue-top condition by October 

2017. The final map has been recorded and all regulatory permits have been secured. 

While negotiations are still ongoing, per brokers familiar with the transaction the finished 

lot is estimated to be slightly above $250,000. San Diego County has a CF D (2013--01) 

for County maintenance and the seller is working with the Rainbow Municipal Water 

Districtto form a CFO to include fees and facilities. Total tax rate is currently proposed to 

be 1.63%. The community is planned for a total of 741 homes on 396 acres indicating a 

total unit yield similarto Harmony Grove Village of 1.9 dwelling units per acre. Also similar 

to the subject, this development will have well segmented product including 230 detached 

condominium units as well as 511 conventional detached lots in seven neighborhoods. 
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The community will have a sports park, recreation center, community pools, public trails 

on open space areas along with an equestrian staging area. Relative to Harmony Grove 

Village this development has better freeway access and visibility but is further away from 

Escondido and the major employment centers in San Diego. The lot size and density is 

similar to the mid-range product within the Harmony Grove Village development. 

Land Sale No. 7 refers to a relatively small infill site consisting of 19 lots on 4.88 acres 

located in San Marcos about four miles northwest of Harmony Grove Village. CalAtlantic 

Group purchased the site based on a reported $296,000 finished lot in December 2016. 

The lots have a minimum lot size of6,000 square feet and the property had an approved 

tentative map at time of purchase. Two home plans are being developed on the site of 

3,050 and 3,450 square feet which are being marketed out of the CalAtlantic models in 

the Toscana product located in the Del Sur area about twelve miles southeast of this 

property. The current price of the homes are from $790,900 to $813,900. Because of the 

size of the development at only 19 lots, there is no CFO encumbering the project which 

is considered superior to the subject. In addition, compared to the subject this is a more 

visible and accessible location. However, it is not in a master-planned community and is 

adjacent to industrial uses, both considered inferior to the subject property. The lot sizes 

are more typical of the mid-range of subject product. 

Land Sale No. 8 pertains to another property in San Marcos aboutthree miles northwest 

of the subject, south of State Route 78 in the master-planned community of known as 

Rancho Tesoro. It is near the campus of California State University at San Marcos. Three 

other detached neighborhoods are being developed in this community atthe presenttime. 

California West Communities purchased 71 graded, mapped lots from Brookfield Rancho 

Coronado, LLC on the basis of $320,000 per finished lot. The buyer indicated that the 

sale is a "quasi" joint venture in that they (California West Communities) brought the 

original deal to Brookfield who purchased the property, entitled it and then sold one of the 

residential product lines back to California West. The lots are a minimum of 7,200 square 

feet, larger than the majority of the subject lots. This site is located within a CFO, similar 

to the subject. The product is being marketed as Westerly at Rancho Tesoro with homes 

ranging from 2,801 to 3,521 square feet with prices ranging from about $750,000 to over 
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$800,000. Compared to the subjectthis sale is better located because of the San Marcos 

address, university influence and proximity to the freeway. 

Land Sale Nos. 9, 1 O & 11 pertain to three sets of lots purchased by CalAtlantic Group 

in the Del Sur area located approximately eight miles to the south of the subject property. 

The three products are located in the community known as Heritage Bluffs. This is a 

location within proximity to a number of master-planned communities that are either now 

developing or have recently been developed. The products consist of Corza no (Land Sale 

No. 9) on 4,700 square foot lots with home sizes from 2,724 to 2,924 square feet with 

prices from about $950,000 to $965,000. The allocated finished lot price for these lots is 

about $311,400 per lot. The Toscana product (Land Sale No. 1 O) is on 5,200 square foot 

lots. Homes range from 3,024 to 3,449 square feet with prices from about $1,050,000 to 

$1,100,000. Allocated finished lot price is about $302,000 per lot. The third product is 

being marketed as Castello (Land Sale No. 11) on 6,200 square foot lots. These homes 

range from 3,677 square feetto, with options, over 4,200 square feet. Pricing ranges from 

about $1,240,000 to over $1,375,000. The allocated finished lot price for these lots is 

about $384,000 per lot. It is important to note that, although all of these lots closed in late 

2016, the price was negotiated in mid-2013 with some up-swing in pricing since that time. 

This site is located within a CF D similar to the subject. This location is considered 

superiorto Harmony Grove Village as it is in the coveted Carmel Valley. 

Land Sale No. 12 refers to a sale located in Oceanside approximately 15 miles northwest 

of Harmony Grove Village. This property was originally purchased by Rutter Development 

from a bank that foreclosed on the property with another developer who entitled the 

property with a map to develop 73 small lots. Rutter processed a new map creating 6,400 

square foot lots and instead of building out the project decided to sell the lots to the luxury 

division of D.R. Horton. This transaction closed in November 2016 for $5,000,000 or 

$227,273 per lot. According to Rutter the cost to complete was just over $200,000 per 

lot indicating a finished lot of about $432,000 per lot. E me raid Homes, a division of D.R. 

Horton is building the product marketed as Summerset Estates. Homes range from 2,487 

to 3,307 square feet and base prices are from the mid-$700,000 to the mid-$900,000 

range. Six of the 22 homes have sold and premiums are as high as $50,000 for good 
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views to the northfr]orthwest. Assuming average premiums of about $40,000 the indicated 

finished lot is just under $400,000 for non-premium lots. There is no CFO on this property. 

This location is considered superior to the subject because of the coastal influence and 

views. The average lot size is larger than most of the subject lots but the sale provides a 

good overall indication of finished lot value. 

Land Sale No. 13 is a proposed large lot subdivision located less than two miles 

southwest of the subject. These lots were purchased by Shea Homes in January 2015 

and have a minimum size of just under one acre with the largest lot at 1.5 acres. The lots 

are located within the City of Encinitas, in the area known as Olivenhain, an upscale area 

of Encinitas. The property sold for $10,650,000 or $380,357 per lot based on a reported 

finished lot price of $735,000. There is no CF Don this property.Shea Homes is planning 

on building nine different floor plans on the lots with homes ranging from 4,120 to 5,882 

square feet and prices starting at $2 million. Many of the home sites with have distant 

ocean views. Assuming view premiums in the $100,000 range, the finished lot cost, 

without premiums is in a range of the low $600,000s per lot. Compared to the subject 

property, this sale relates to the larger lots within Harmony Grove Village, although this 

Land Sale's lots are considered superior in terms of size, location and views. 

The chart on the following page summarizes the considerations used in adjusting the 

market data to the subject property. 
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Data Date of Lot Size Finished 
No. location Sale Lot Price Comparison to S ubiect 

1 Carlsbad Escrow 9,500 $610,000 
Superior- Location, Tax rate 
Inferior - not in MPC 

Attached Superior - Tax rate 
2 Oceanside 7 /17 14.5 $215,000 

DU,ac 
Inferior - Location 

3 Carlsbad 4/17 9,500 $550,000 
Superior- Location & tax rate 
Inferior - not in MPC 

Attached 
4 Vista 3/17 14.97 $230,000 Superior - Tax rate 

DU,ac 

Attached $230,000 
Superior- Location & tax rate 

5 Oceanside 1 /17 9.2 DU/Ac 
Inferior-Not in MPC 

6 
North San 

Offers 5,000 $250,000+ Inferior - Location 
Diego County 

7 San Marcos 1 /17 6,000 $296,000 
Superior- Location & tax rate 
Inferior-Not in MPC 

8 San Marcos 12/16 7,200 $320,000 Superior - Location 

9 Del Sur 4/14 4,700 $311,4000 
Superior - Location 
Inferior- Sale Date 

Del Sur 4/14 5,000 $302,000 
Superior - Location 

10 Inferior - Sale Date 

Superior- Location & lot size 

11 
Del Sur 4/14 6,200 $384,000 Inferior- Sale Date 

12 Oceanside 11 /16 6,400 $432,000 
Superior-Location, views, tax rate 
and lot size 

13 Encinitas 1 /1 5 1 Acre $735,000 
Superior-Location, size, views & 
tax rate 

Harmony Grove Village is being developed with a wide range of well segmented, single 

family detached product. The smallest lots at about 2,550 square feet in size are most 

similar to Data Nos. 2, 4 and 5. While these market data are proposed for attached 

product, Data No. 5 is similar in density to the subject's smaller lots (Canteridge and 

Lusitano). Data Nos. 6, 9 and 1 O are most comparable to the subject's traditional small 

lots (Seabreeze). Data Nos. 7, 8,, 11 and 12 are the most comparable in lot sizes forthe 
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mid-size subject product (Andalucia) while Data Nos. 1, 3 and 13 are most comparable 

to the subject's larger sized lots. 

Premiums 

As reflected in many of the market data items above, premiums for view andpr lot size is 

relatively common for many new developments in north San Diego County. Many of the 

homes sold and closed in Harmony Grove Village have obtained premiums and, in some 

cases, relatively strong premiums. Canteridge, also known as Hillside Cottage product, 

has received premiums that range from $2,300 to over $75,000 and average just over 

$31,000. This product has the best view orientation of any of the Harmony Grove Village 

productthat is currently available for sale. Lucitano is located more in the bowl of the core 

of the village with less ability to have view premiums although end lots and other 

conditions create premiums for size. Premiums for this product range from a negative 

$12,000 to almost $40,000 with an average premium of $9,952 for homes closed. 

Premiums for the Seabreeze product ranges from negative $6,750 to almost $30,500 and 

average $9,645 forthe homes that have sold and closed escrow. Homes in Andalucia are 

all within Improvement Area No. 2 with premiums (mostly size and location) from $5,500 

to $27,350 and an average of $12,590 per lot. 

Many of the homes not yet built within Harmony Grove Village will be on hillside locations 

providing view potential along with being on larger lots due to the lower density product. 

These products should garner higher premiums than the current selling products as 

summarized above. 

Premiums are a component of the purchase price of the home that can make a significant 

impact on the revenues produced for the builder. In a strong market, premiums can 

accelerate rapidly. However, in a soft market, premiums are typically the first component 

that the builder reduces. Even though consideration is made in our estimation of finished 

lot values forthe subject lots, premiums have only been considered as they relate to the 

ranges of market data indicators in the land sale data. 
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Retail Finished Lot Value Conclusions 

Canteridge (aka, "Hillside Cottage") has a typical minimum lot size of 2,550 square feet 

(30' x 85'). Homes in this neighborhood are a cluster/courtyard concept, typically with four 

homes per cluster. As the product name suggests, the project is located along a ridge

line with a total 24 homes having views to the north. Eight lots are under construction and 

will be treated in this analysis as finished lots with two of the lots along the ridge-line 

enjoying the view. Land 5 ale No. 5 is the data item most similar to Cante ridge however 

Data Nos. 2 and 4 are also considered to be relevant. Data No. 5 has a better location 

with a coastal influence and freeway access but does not have any view potential, is not 

in a master-planned community and has adjacent land uses that are not as attractive as 

that surrounding Cante ridge. We have estimated finished lot values for Cante ridge on the 

basis of $240,000 per finished lot. 

Lusitano (aka, "Village Cottage") is also a product on minimum lot sizes of 2,550 square 

feet (30" x 85") but in more of a conventional configuration with "alley-loaded" garage 

access. Land Sale No. 5 is most similar because of density ~ot size to this subject product, 

however Land Sales No. 2 and 4 are also considered to be relevant. Even though this 

product has experienced premiums averaging over $9,900 per home of homes sold, we 

have estimated the finished lot value for these lots at the low end of value indicators at 

$230,000 per finished lot. 

Seabreeze (aka, "Village Bungalow") is also a relatively small lot program with a typical 

minimum lot size of 3,600 square feet (36' x 100'). It is also an "alley-loaded" product with 

homes a bit largerthan the Lucitano product. Again, even though premiums average over 

$9,600, we have estimated finished lot value without specific premiums. Land 5 ale No. 

6 is the best indication forthese subject lots and we have estimated the finished lot values 

on the basis of $265,000 per lot. 

Andalucia (aka, "Village Home") consists of conventional lots typically with a 5,460--square 

foot minimum lot size (42' x 130'). Model homes and finished lots for this product are 

located within Improvement Area No. 1 with production homes for the product currently 
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under construction and being sold within Improvement Area No. 2. Andalucia lots are 

most similarto the lots in Land Sale Nos. 6 and7, as well as the 5,200--square foot lots in 

Land Sale No. 10. The value forthese finished lots are estimated on the basis of $300,000 

per lot. 

Martingale (aka, "Live-Work") is located in the central core of the village and also consists 

of lots with a minimum of 2,550 square feet (30' x 85'). Product within this neighborhood 

is proposed to average about 2,256 square feet. Land Sale No. 1 is most comparable to 

this product. The finished lot value has been estimated on the basis of $230,000 per lot. 

'Village Court" is a program that, as of the date of value, does not have a marketing name 

and the lots need to be further subdivided for the product. There are five pads for this 

product within Improvement Area No. 1 that are approximately one acre each with eight 

courtyard units planned for each pad. This suggests a density of about 7.8 dwelling units 

per acre which is most comparable with Land Sale No. 5. These units will generally not 

have the same view characteristics as the Cante ridge product and consequently we have 

estimated the finished lot value for these lots at $220,000 per lot. 

"Hillside Compound" is another cluster /courtyard program that has a similar density to the 

'Village Court" product. Pads for this program are more elevated however with many of 

the units having views. Lots for this product have been subdivided on semi-circular basis 

for the purpose of maximizing the view potential. The product, similar to "Village Court," 

also has eight units per pad. These pads are slightly larger at 1.26 acres indicating a 

density of 6.3 dwelling units per acre. Land Sale No. 5 is also most comparable to this 

product and, similartothe Canteridge product, this finished lotvalue has been estimated 

on the basis of $230,000 per lot. 

Whittingham (aka, "Hillside Farmhouse") is the largest product proposed for Harmony 

Grove Village with lots that range from 0.4 acres (17,424 square feet) to almost 1.2 acres 

(52,572 square feet). Land Sale No.7 is most comparable to these subject lots. We have 

estimated revenues for these lots on the basis of $425,000 per finished lot. 
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The following chart summarizes revenues as estimated for the residential finished lots 

within Harmony Grove Village. 

No. 
Minimum Lots/ Finished Total 

Product Lot Size Units Lot Value Revenue 

Cante ridge 2,550 SF 8 $240,000 $1,920,000 
Lucita no 2,550 SF 34 $230,000 $7,820,000 

Sea breeze 3,600 SF 50 $265,000 $13,250,000 
Andalucia 5,460 SF 46 $300,000 $13,800,000 
Martingale 2,550 SF 27 $230,000 $6,210,000 

Village Court S FD Condo 40 $220,000 $8,800,000 
Hillside Com pound S FD Condo 24 $230,000 $5,520,000 

Whittingham One Acre 27 $425,000 $11,475,000 

Totals/Avg. 256 $268,730 $68,795,000 

Commercial Land Value 

In addition to revenues generated from finished residential lots, there are two small 

commercial sites located within the central core area of Harmony Grove Village. One of 

the sites is home to a historical house which may be incorporated into the commercial 

use. The house encompasses approximately 6,500 square feet of land resulting in the 

remaining commercial parcel being a minimum of 45,000 square feet or 1.03 acres. 

Research was conducted in the Inland North San Diego County area to find sales of 

commercial land to compare to these sites. Sales considered in estimating revenue for 

this component of the project are summarized on the chart below. 

Commercial Land Sale S umma[Y 
Data Sale Size 
No. Location Date Acres 

Sf, Elfin Forest Road 3/17 1.94 
between San E lijo Road, 
San Elijo, San Marcos 

2 220W. Mission Ave. 11 /16 1.57 
Escondido 

3 Ef, Vista Way, Sp 6/16 4.62 
Palomar PI., Vista 

4 SWC Escondido Blvd. & 4/16 0.32 
4th Ave., Escondido 

5 Ef, Santa Anita Dr., NP 12/15 0.97 
Santa Fe Ave., Vista 

6 Ef, Rancho Santa Fe Rd. 4/16 0.49 
Sp La Mirada Dr. 
San Marcos 
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Price 

$1,300,000 

$1,350,000 

$3,050,000 

$875,000 

$550,000 

$300,000 

Price/ 
~ Comments 

$15.38 Irregular shaped 
generally finished 
superpad 

$19.74 Long escrow to obtain 
self-5torage use. 

$15.16 Adjacent to existing retail 
center. 

$20.09 Small corner site in older 
area. 

$13.02 Poor commercial 
location. Slopes up. 

$14.06 Buyer to hold for future 
commercial 
development 
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Summarized data indicates a range between $13 and $20 per square foot of land area. 

In estimating revenue for the two subject commercial sites, consideration was given to 

various aspects of the comparable data including location, size, date of sale and physical 

characteristics. Data No. 1 has a better location compared to the subject but is considered 

to be similar as it is at entrance to a master planned community and is located within a 

CFO. Data No. 2 has a better location than the subject as it is in a more established area 

and is not located within a CFO. In addition, the long escrow suggests a higher unit price 

would be realized in the current market. Data No. 3 Is better located than the subject and 

not within a CFO but is substantially larger. Typically, for neighborhood retail lands, a 

larger parcel is sold for a lower price per square foot due to economies of scale on 

construction. Data No. 4 is a smaller site and in a better location with no CFO. It indicates 

the highest price per square foot of commercial land sales found in the research. Data 

No. 5 is in a more established area with no CFO but the site does not have a good 

commercial location and will require substantial site work to make it suitable for 

development. Data No. 6 is a small site, in a good location in San Marcos with no CFO, 

although adjacent to secondary commercial uses. 

The two subject commercial sites are located on both sides of Country Living Way and 

have frontage along Country Club Drive, one of the major access roads for Harmony 

Grove Village. Country Living Way is a major entrance to the core of the village 

terminating at the large community park. Proposed "Live-Work" product, to be called 

Martingale, is either adjacent or close to these commercial sites and face the park as well. 

The commercial sites are proposed to be neighborhood serving commercial uses and 

should enhance the adjacent properties. 

Based on the comparable data and summarized considerations we have estimated the 

retail value of these sites at $15 per square foot. This is summarized as follows: 

Lot 74, Tract 5365-2 
Lot 75, Tract 5365-2 
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$1,735,000 
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Remaining Development Costs 

As discussed under the property description section earlier within this report there are 

$15,023 per lot in remaining hard costs for the builder owned 294 residential parcels 

which equates to $3,845,888 in remaining development costs for the 256 residential lots 

being valued in this section. In addition, there is $1,740,000 in remaining school fees 

bringing the total number of remaining costs to $5,585,888. We have spread the costs 

evenly over the absorption period within the Discounted Cash Flow within the 5 ubdivision 

Development Method. 

Development Phasing 

In the development of master-planned communities it is prudent for the developer to 

maximize value, to the degree possible, by creating revenue early in the program and 

"push-out" costs into the future. This is evident based on an inspection of existing product 

in Harmony Grove Village which consists mostly of the more conventional single family 

detached product while the future products include the large lot (half acre) program. 

Empire Economics, Inc. has completed a "Market Absorption 5 tudy" on Harmony Grove 

Village, Improvement Area No. 1, dated June 15, 2017. They report that, as of June 5, 

2017, there were 106 escrows that had closed in the currently selling neighborhoods 

within the subject project. Their estimated absorption schedule for remaining homes in 

Improvement Area No. 1 are summarized as follows: 

Product Closed Remaining Estimated Closing 

Lusitano 
Cante ridge 
Seabreeze 
Andalucia 
Whittingham 
Village Court 
Martingale 
Hillside Compound 

Totals 

39 
43 
24 
0 
0 
0 
0 
0 

106 

58 
26 
85 
49 
27 
40 
27 
24 

336 

By Early 2019 
By December, 2018 
By Mid-2019 
During 2020-2021 
During 2018-2020 
During 2018-2019 
During 2020-2022 
During 2020-2022 

Avg.Sales ;Mo. 

3.0 
1.4 
3.5 
2.0 

0.75 
1.7 

0.75 
0.67 

This estimated absorption schedule reflects the sale of homes within the project but not 

the sale of land. In master-planned communities the land developer typically negotiates 

the sale of land a year to 18 months prior to construction of models and sale of homes. 

We have utilized the above absorption schedule as a guide in estimating the sale of land 

Appraisal Report 
Harmony Grove Village-CF D 2008-1, Improvement Area No. l Update 
Kitty S iino & Associates, Inc. Page 60 



with land revenues being obtained roughly a year priorto model opening. Forthe existing 

projects, we assume the land sale would occur following the absorption of the remaining 

inventory. The following chart summarizes the estimated absorption of the subject lots 

assuming sale to builders. 

Product 

Lusitano 
Cante ridge 
Seabreeze 
Andalucia 
Whittingham 
Village Court 
Martingale 
Hillside Compound 

Totals 

# Lots 

34 
8 

50 
46 
27 
40 
27 
24 

256 

Land Closing 

Q4, 2017 
Q3, 2017 
Q4, 2017 
Q2, 2018 
Q3, 2018 
Q3, 2018 
Ql, 2019 
Q2, 2019 

The subject lots are in a generally physically finished condition with most fees paid and 

minimal development costs remaining. We have been provided a ·~ ob Cost Report" by 

CalAtlantic Group dated September 7, 2017. The remaining hard costs, as provided by 

the developeri½)uilder, amounts to $4,416,704 which is equivalent to $15,023 per lot for 

the remaining 294 lots, 256 which are being valued in this section. The remaining 38 are 

improved, builder-owned lots. The costs associated with these 38 lots will be considered 

underthe valuation of the improved property. In addition, school fees need to be paid on 

the remaining 200 lots which have not yet begun construction. These estimated fees 

average $8,700 per lot which equates to total remaining school fees of $1,740,000. Based 

on our experience these appearto be reasonable amounts, however, we are not experts 

in land development costs and are relying on this estimate. It is an extraordinary 

assumption of this appraisal that the costs are reasonable and accurate. Should actual 

costs differ substantially from costs provided, there may be a material impact on our 

conclusions and we reserve the right to adjust our value accordingly. It is assumed that 

the developer will spend the remaining costs evenly overthe next six quarters. A CFO is 

a common financing mechanism used in most all master planned communities in San 

Diego County as well as for larger subdivisions. This mechanism was created by law in 

California in 1982 and allows governmental agencies to help finance needed community 

facilities and services. It requires a two-thirds approval vote by qualified "electors" which 

in the case of the subject property, was the land owner. CFO No. 2008-1 IA 1 covers the 
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subject property and is financing public improvements associated with the project. Most 

ofthe market data also have CFDs in place. Consideration has been made forvarious 

overall tax rates. 

Discount Rate 

The discount used should be a market derived rate that is based on market conditions at 

the date of value and reflects the rate of return, profit and risk needed to attract debt and 

equity capital to the property. The subject property was discussed with land developers, 

equity capital sources and builders to determine an appropriate rate to use in discounting 

the net cash flows. Generally, the responses were in a range from 18% to 30'/o. The 

higher end of the range were for properties in secondary locations without full 

entitlements. Consensus for a property like the subject, with an Inland North San Diego 

County location, full entitlements and grading complete (alleviates the majority of 

construction risk) was atthe lower end of the range. Based on this a range from 18% to 

22% for discount rates has been used. 

Land Final Valuation 

A copy of the DCF is located in the Addenda for your review. The concluded bulk value 

for the developer owned lands ranges from $52,260,208 to $53,890,986 with our 

conclusion at $53,000,000. 

House Valuation Analysis 

Below is a summary of the four neighborhoods and the various floor plans within Harmony 

Grove that are located within Improvement Area No. 1. If a plan has optional square 

footage, the valuation will be based on the base plan size. A listing of the improved 

residential comparable properties is located in the Addenda of this report. 
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Room Floors/ Sq. Ind. B ldr. 
Plan Count Parking Ft. Owned Owned 

Canteridge 
1 3 /2.5 2 /2 1,920 6 1* 
2 3 /3 2 /2 1,922 21 2* 
3 4/3 2 /2 2,075 14 2* 

3X 4/3 2 /2 2,136 14 1 * 
Subtotal Canteridge 55 6 
Sea breeze 

1 4/3 2 /2 2,185 17 6* 
2 4/3 2 /2 2,519 12 7* 
3 4 /3.5 2 /2 2,783 13 4* 
4 4/3 2 /2 2,277 0 0 

Subtotal Sea breeze 42 17 
Lusitano 

1 3 /2.5 2 /2 1,684 16 4* 
2 3 /2.5 2 /2 1,875 17 5* 
3 4/3 2 /2 2,018 18 3* 

Subtotal Lusitano 51 12 
Andalucia 

1 4 /4.5 2 /2 3,027 0 1 * 
2 4 /4.5 2 /2 3,182 0 1 * 
3 5 /4.5 2 /3 3,640 0 1 * 
4 4 /3.5 2 /2 2,980 0 0 

Subtotal Andalucia 0 3 
Total 148 38 

*One of each of these plans is a model home. 

In addition to the above shown houses: within Canteridge there are eight homes under 

construction and no remaining lots; within Seabreeze there are 20 homes under 

construction and 30 remaining lots; within Lusitano there are 28 homes under 

construction and six remaining lots; and, within Andalucia - there are no homes under 

construction and 46 remaining lots. It should be noted that Andalucia also has homes 

within Improvement Area 2 which are not included in this appraisal report. The home 

plans will be valued below using the Improved Residential Sales Data located in the 

Addenda. 

Canteridge 

Within County of San Diego CFO No. 2008-01 Improvement Area No. 1 there are 55 

individually owned houses, six builder owned homes over 95 percent complete (including 

four model homes) and eight homes under construction. The homes under construction 
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have been valued in the Subdivision Development Methodi{)CF on the basis of a finished 

lot rather than attribute value to a partially complete improvement. 

The most appropriate new home comparable data for P Ian 1 are: 

Data Plan Rm. Ct. Flrs,l'kg. Sq. Ft. P rice,5 F 
Subj l 3 /2.5 2 /2 1,920 -

1 2 3/3 2 /2 1,922 $280.18 
2 1 4/3 2 /2 2,185 $261.78 
3 2 3 /2.5 2 /2 1,875 $284.00 
3 3 4/3 2 /2 2,018 $268.83 
8 1 3 /2.5 2 /2 2,211 $289.46 

All new home comparables are located within Harmony Grove or Rancho Tesoro 

approximately 2 ½ miles west of Harmony Grove. All are of similar quality, design and 

appeal. Adjustments were considered (when applicable) for location, views, lot size, stories, 

sales concessions, CFO taxes, common area benefits, total square footage, room count, 

garage space and other amenities. The comparable new home sales have base prices 

ranging from $261. 78 to $289.46 per square foot. The subject P Ian 1 had an asking price of 

$263.38 per square foot attime of sell-out There have been seven closings of Plan 1 (one 

that is "not a part" ofCFD 2008-01) with sales prices from $271.54 to $305.40 per square 

foot There are currently no remaining Plan 1 s exceptthe model, thus there are no escrows. 

The final closing was in March 2017. Since March the market has seen price increases. It 

should be noted the reported sales prices include premiums and options purchased by the 

buyer as well as any concessions given by the builder. 

All homes appear to be in excellent condition with little to no physical depreciation visible. 

The Cante ridge neighborhood is on a ridge allowing for views from some of the lots. While 

we are not appraising each specific lot, we have considered the views as an overall average 

in our analysis. It has been concluded that P Ian 1 has a base current market value of 

$275.00 per square foot. This calculates as follows: 

1,920 sfx $275.00 = $528,000 

The most appropriate new home comparable data for P Ian 2 are: 
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Data Plan Rm. Ct. Flrs,l'kg. Sq. Ft. P rice,5 F 
s ulaj 2 3/3 2 /2 1,922 -

l l 3 /2.5 2 /2 1,920 $263.38 
l 3 4/3 2 /2 2,075 $255.66 
2 l 4/3 2 /2 2,185 $261.78 
3 2 3 /2.5 2 /2 1,875 $284.00 
3 3 4/3 2 /2 2,018 $268.83 
8 l 3 /2.5 2 /2 2,211 $289.46 

All new home comparables are located within Harmony Grove or Rancho Tesoro 

approximately 2 ½ miles west of Harmony Grove. All are of similar quality, design and 

appeal. Adjustments were considered (when applicable) for location, views, lot size, stories, 

sales concessions, CFO taxes, common area benefits, total square footage, room count, 

garage space and other amenities. The comparable new home sales have base prices 

ranging from $255.66 to $289.46 per square foot The subject Plan 2 has a current asking 

price of $280.18 per square foot. There have been 21 closings of P Ian 2 (one that is "not a 

part" of CF D 2008-01) with sales prices from $276.40 to $328.40 per square foot, however 

the one that sold for $328.40 included the largest lot within the neighborhood. There are four 

current escrows of Plan 2 with sales pricing ranging from $287.83 to $303.84 per square 

foot. It should be noted the reported sales prices include premiums and options purchased 

by the buyer as well as any concessions given by the builder. 

All homes appear to be in excellent condition with little to no physical depreciation visible. 

The Cante ridge neighborhood is on a ridge allowing for views from some of the lots. While 

we are not appraising each lot, we have considered the views as an overall average in our 

analysis. It has been concluded that P Ian 2 has a base current market value of $277.00 per 

square foot. This calculates as follows: 

1,922 sfx $277.00 = $532,394 

The most appropriate new home comparable data for P Ian 3 are: 

Data Plan Rm. Ct. Flrs,l'kg. Sq. Ft. P rice,5 F 
s ulaj 3 4/3 2 /2 

l 2 3/3 2 /2 
l 3X 4/3 2 /2 
2 l 4/3 2 /2 
2 4 4/3 2 /2 
3 3 4/3 2 /2 
8 l 3 /2.5 2 /2 
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All new home comparables are located within Harmony Grove or Rancho Tesoro 

approximately 2 ½ miles west of Harmony Grove. All are of similar quality, design and 

appeal. Adjustments were considered (when applicable) for location, views, lot size, stories, 

sales concessions, CFO taxes, common area benefits, total square footage, room count, 

garage space and other amenities. The comparable new home sales have base prices 

ranging from $249.77 to $289.46 per square foot The subject Plan 3 has a current asking 

price of $264.34 per square foot. There have been 14 closings of P Ian 3 with sales prices 

from $281.91 to $333.49 per square foot, howeverthe one that sold for $333.49 had a view 

premium over $50,000. The Plan 3 and 3X homes are located on the superior view parcels 

with an average viewAot premium for Plan 3 of over $42,000which equates to about $20.00 

per square foot. There are four current escrows of Plan 3 with sales pricing ranging from 

$288.89 to $314.81 per square foot. It should be noted the reported sales prices include 

premiums and options purchased by the buyer as well as any concessions given by the 

builder. 

All homes appear to be in excellent condition with little to no physical depreciation visible. 

The Cante ridge neighborhood is on a ridge allowing for views from some of the lots. While 

we are not appraising each lot, we have considered the views as an overall average in our 

analysis. It has been concluded that Plan 3 has a base current market value of$262.00 per 

square foot. This calculates as follows: 

2,075 sfx $262.00 = $543,650 

The most appropriate new home comparable data for P Ian 3X are: 

Data Plan Rm. Ct. Flrs,l'kg. Sq. Ft. P rice,5 F 
Suqj 3X 4/3 2 /2 2,136 -

1 2 3/3 2 /2 1,922 $280.18 
1 3 4/3 2 /2 2,075 $264.34 
2 1 4/3 2 /2 2,185 $261.78 
2 4 4/3 2 /2 2,277 $252.52 
3 3 4/3 2 /2 2,018 $268.83 
8 1 3 /2.5 2 /2 2,211 $289.46 

All new home comparables are located within Harmony Grove or Rancho Tesoro 

approximately 2 ½ miles west of Harmony Grove. All are of similar quality, design and 

appeal. Adjustments were considered (when applicable) for location, views, lot size, stories, 

sales concessions, CFO taxes, common area benefits, total square footage, room count, 
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garage space and other amenities. The comparable new home sales have base prices 

ranging from $252.52 to $289.46 per square foot. The subject Plan 3X has a current asking 

price of $258.19 per square foot. There have been 14 closings of Plan 3X with sales prices 

from $257.55 to $337.01 per square foot. The Plan 3 and 3X homes are located on the 

superior view parcels with an average view Aot premium for P Ian 3X of over $48,000 which 

equates to about $22.00 per square foot. There are two current escrows of Plan 3X with 

sales pricing ranging from $273.31 to $330.49 per square foot. It should be noted the 

reported sales prices include premiums and options purchased by the buyer as well as any 

concessions given by the builder. 

All homes appear to be in excellent condition with little to no physical depreciation visible. 

The Cante ridge neighborhood is on a ridge allowing for views from some of the lots. While 

we are not appraising each lot, we have considered the views as an overall average in our 

analysis. It has been concluded that P Ian 3X has a base current market value of $257.00 

per square foot. This calculates as follows: 

2,136 sfx $257.00 = $548,952 

Seabreeze 

Within County of San Diego CFO No. 2008--01 Improvement Area No. 1 there are 42 

individually owned houses, 17 builder owned homes over 95 percent complete (including 

three model homes), 20 homes under construction and 30 remaining finished lots. The 

homes under construction will be valued on the basis of a finished lot rather than attribute 

value to a partially complete improvement. 

The most appropriate new home comparable data for P Ian 1 are: 

Data Plan Rm. Ct. Flrs,l'kg. Sq. Ft. P rice,5 F 
Subi 1 4/3 2 /2 2,185 -

1 3 4/3 2 /2 2,075 $264.34 
1 3X 4/3 2 /2 2,136 $258.19 
2 4 4/3 2 /2 2,277 $252.52 
3 3 4/3 2 /2 2,018 $268.83 
8 1 3 /2.5 2 /2 2,211 $289.46 
8 2 4/3 2 /2 2,392 $275.50 

All new home comparables are located within Harmony Grove or Rancho Tesoro 

approximately 2 ½ miles west of Harmony Grove. All are of similar quality, design and 

appeal. Adjustments were considered (when applicable) for location, views, lot size, stories, 
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sales concessions, CFO taxes, common area benefits, total square footage, room count, 

garage space and other amenities. The comparable new home sales have base prices 

ranging from $252.52 to $289.46 per square foot. The subject P Ian 1 had an asking price of 

$261.58 per square foot. There have been 17 closings of Plan 1 with sales prices from 

$243.23 to $295.07 per square foot. There are currently 1 O Plan 1 'sin escrow with sales 

pricing ranging from $268.15 to $289.29 per square foot. It should be noted the reported 

sales prices include premiums and options purchased by the buyer as well as any 

concessions given by the builder. 

All homes appearto be in excellent condition with little to no physical depreciation visible. It 

has been concluded that P Ian 1 has a base current market value of $260.00 per square foot. 

This calculates as follows: 

2,185 sfx$260.00 =$568,100 

The most appropriate new home comparable data for P Ian 2 are: 

Data Plan Rm. Ct. Flrs,l'kg. Sq. Ft. P rice,5 F 
SuQj 2 4/3 2 /2 2,519 -

2 3 4 /3.5 2 /2 2,783 $217.30 
2 4 4/3 2 /2 2,277 $252.52 
4 4 4 /3.5 2 /2 2,980 $213.56 
7 1 5 /3 2 /2 2,801 $262.55 
8 3 4/3 2 /2 2,550 $264.71 
9 2 5 /3 2 /2 2,646 $262.79 
10 2 5 /3 2 /3 2,875 $244.21 

All new home comparables are located within Harmony Grove, Rancho Tesoro or in 

Escondido proper, within three miles of Harmony Grove. While Market Data No. 1 O is 

located on much larger lots (minimum 10,000 square feet), this is partially offset by the 

amenities associated with the master planned community in both Harmony Grove and 

Rancho Tesoro. The homes are all of similar quality, design and appeal. Adjustments were 

considered (when applicable) for location, views, lot size, stories, sales concessions, CFO 

taxes, common area benefits, total square footage, room count, garage space and other 

amenities. The comparable new home sales have base prices ranging from $213.56 to 

$264.71 per square foot. The subject Plan 2 has an asking price less concessions of 

$231.44 per square foot. There have been 12 closings of Plan 2 with sales prices from 

$220.14 to $294.95 per square foot however the home that sold for $294.95 had over 
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$90,000 in options or about $35.00 per square foot. There are currently 13 Plan 2s in escrow 

with sales pricing ranging from $236.48 to $269.14 per square foot. It should be noted the 

reported sales prices include premiums and options purchased by the buyer as well as any 

concessions given by the builder. 

All homes appearto be in excellent condition with little to no physical depreciation visible. It 

has been concluded that P Ian 1 has a base current market value of $230.00 per square foot. 

This calculates as follows: 

2,519 sfx $230.00 =$579,370 

The most appropriate new home comparable data for P Ian 3 are: 

Data Plan Rm. Ct. Flrs,l'kg. Sq. Ft. P rice,5 F 
SuQj 3 4 /3.S 2 /2 2,783 -

2 2 4/3 2 /2 2,519 $231.44 
4 1 4 /4.5 2 /2 3,027 $212.22 
4 4 4 /3.5 2 /2 2,980 $213.56 
6 3 4 /3.5 2 /3 3,012 $223.56 
7 1 5 /3 2 /2 2,801 $262.55 
9 2 5 /3 2 /2 2,646 $262.79 
9 3 5 /3.5 2 /2 3,009 $242.92 
10 2 5 /3 2 /3 2,875 $244.21 

All new home comparables are located within Harmony Grove, Rancho Tesoro or in San 

Marcos or Escondido proper, within three miles of Harmony Grove. While Market Data Nos. 

6 and 1 Oare located on much larger lots (minimum 10,000 square feet), this is partially offset 

by the amenities associated with the master planned community in both Harmony Grove 

and Rancho Tesoro. The homes are all of similar quality, design and appeal. Adjustments 

were considered (when applicable) for location, views, lot size, stories, sales concessions, 

CFO taxes, common area benefits, total square footage, room count, garage space and 

other amenities. The comparable new home sales have base prices ranging from $212.22 

to $262.79 per square foot. The subject Plan 3 has an asking price less concessions of 

$217.39 per square foot. There have been 13 closings of Plan 3 with sales prices from 

$215.02 to $255.88 per square foot. There are currently five P Ian 3s in escrow with sales 

pricing ranging from $224.90 to $242.86 per square foot. It should be noted the reported 

sales prices include premiums and options purchased by the buyer as well as any 

concessions by the builder. 
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All homes appearto be in excellent condition with little to no physical depreciation visible. It 

has been concluded that P Ian 3 has a base current market value of $217.00 per square foot. 

This calculates as follows: 

2,783 sfx $217.00 =$603,911 

The most appropriate new home comparable data for P Ian 4 are: 

Data Plan Rm. Ct. Flrs,l'kg. Sq. Ft. P rice,5 F 
SuQj 4 4/3 2 /2 2,277 -

1 3X 4/3 2 /2 2,136 $258.19 
2 1 4/3 2 /2 2,185 $261.78 
3 3 4/3 2 /2 2,018 $268.83 
8 1 3 /2.5 2 /2 2,211 $289.46 
8 2 4/3 2 /2 2,392 $275.50 

All new home comparables are located within Harmony Grove or Rancho Tesoro 

approximately 2 ½ miles west of Harmony Grove. All are of similar quality, design and 

appeal. Adjustments were considered (when applicable) for location, views, lot size, stories, 

sales concessions, CFO taxes, common area benefits, total square footage, room count, 

garage space and other amenities. The comparable new home sales have base prices 

ranging from $258.19 to $289.46 per square foot. The subject P Ian 4 had an asking price of 

$252.52 per square foot. There have not been any closings of Plan 4s within Seabreeze as 

there are none complete atthis time. There are currently five Plan 4s in escrow with sales 

pricing ranging from $244.45 to $292.74 per square foot. It should be noted the reported 

sales prices include premiums and options purchased by the buyer as well as any 

concessions given by the builder. 

All homes appearto be in excellent condition with little to no physical depreciation visible. It 

has been concluded that P Ian 4 has a base current market value of $252.00 per square foot. 

This calculates as follows: 

2,277 sfx $252.00 =$573,804 

Lusitano 

Within County of San Diego CFO No. 2008-01 Improvement Area No. 1 there are 51 

individually owned houses, 12 builder owned homes over 95 percent complete (including 

three model homes), 28 homes under construction and six remaining finished lots. The 
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homes under construction will be valued on the basis of a finished lot rather than attribute 

value to a partially complete improvement. 

The most appropriate new home comparable data for P Ian 1 are: 

Data Plan Rm. Ct. Flrs,l'kg. Sq. Ft. P rice,5 F 
Subi 1 3 / 2.5 2 /2 1,684 -

1 1 3 /2.5 2 /2 1,920 $263.38 
1 2 3 /3 2 /2 1,922 $280.18 
3 2 3 /2.5 2 /2 1,875 $284.00 
3 3 4/3 2 /2 2,018 $268.83 
8 1 3 /2.5 2 /2 2,211 $289.46 

All new home comparables are located within Harmony Grove or Rancho Tesoro 

approximately 2 ½ miles west of Harmony Grove. All are of similar quality, design and 

appeal. Adjustments were considered (when applicable) for location, views, lot size, stories, 

sales concessions, CFO taxes, common area benefits, total square footage, room count, 

garage space and other amenities. The comparable new home sales have base prices 

ranging from $263.38 to $289.46 per square foot. The subject P Ian 1 had an asking price of 

$298.99 per square foot. The subject has the smallest plans of detached homes in all of the 

comparables. Typically a smaller home sells for a higher price per square foot due to the 

price savings when building on the economies of scale. There have been 16 closings of 

Plan 1 with sales prices ranging from $293.39 to $327.75 per square foot. There are 

currently seven Plan 1 s in escrow with sales prices ranging from $301.49 to $321.03 per 

square foot. It should be noted the reported sales prices include premiums and options 

purchased by the buyer as well as any concessions given by the builder. 

All homes appearto be in excellent condition with little to no physical depreciation visible. It 

has been concluded that P Ian 1 has a base current market value of $298.00 per square foot. 

This calculates as follows: 

1,684 sfx $298.00 = $501,832 

The most appropriate new home comparable data for P Ian 2 are: 

Data Plan Rm. Ct. Flrs,l'kg. Sq. Ft. P rice,5 F 
SuQj 2 3 /2.5 2 /2 

1 1 3 /2.5 2 /2 
1 2 3 /3 2 /2 
3 1 3 /2.5 2 /2 
3 3 4/3 2 /2 
8 1 3 /2.5 2 /2 
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All new home comparables are located within Harmony Grove or Rancho Tesoro 

approximately 2 ½ miles west of Harmony Grove. All are of similar quality, design and 

appeal. Adjustments were considered (when applicable) for location, views, lot size, stories, 

sales concessions, CFO taxes, common area benefits, total square footage, room count, 

garage space and other amenities. The comparable new home sales have base prices 

ranging from $263.38 to $298.99 per square foot. The subject Plan 2 had an asking price 

less concessions of $284.00 per square foot. The subject has the smallest plans of 

detached homes in all of the comparables. Typically, a smaller home sells for a higher price 

per square foot due to the price savings when building on the economies of scale. There 

have been 17 closings of Plan 2 with sales prices ranging from $257.84 to $312.94 per 

square foot. There are currently eleven P Ian 2s in escrow with sales prices ranging from 

$280.09 to $318.66 per square foot. It should be noted the reported sales prices include 

premiums and options purchased by the buyer as well as any concessions given by the 

builder. 

All homes appearto be in excellent condition with little to no physical depreciation visible. It 

has been concluded that P Ian 2 has a base current market value of $275.00 per square foot. 

This calculates as follows: 

1,875 sfx $275.00 =$515,625 

The most appropriate new home comparable data for P Ian 3 are: 

Data Plan Rm. Ct. Flrs,l'kg. Sq. Ft. P rice,5 F 
S llQi 3 4/3 2 /2 2,018 -

1 2 3 /3 2 /2 1,922 $280.18 
1 3X 4/3 2 /2 2,136 $258.19 
2 1 4/3 2 /2 2,185 $261.78 
2 4 4/3 2 /2 2,277 $252.52 
3 2 3 /2.5 2 /2 1,875 $284.00 
8 1 3 /2.5 2 /2 2,211 $289.46 

All new home comparables are located within Harmony Grove or Rancho Tesoro 

approximately 2 ½ miles west of Harmony Grove. All are of similar quality, design and 

appeal. Adjustments were considered (when applicable) for location, views, lot size, stories, 

sales concessions, CFO taxes, common area benefits, total square footage, room count, 

garage space and other amenities. The comparable new home sales have base prices 

ranging from $252. 52 to $289.46 per square foot. The subject P Ian 3 had an asking price of 
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$268.83 per square foot. There have been 18 closings of P Ian 3 with sales prices ranging 

from $258.87 to $304.13 per square foot. There are currently ten P Ian 3s in escrow with 

sales prices ranging from $268.15 to $289.21 per square foot. It should be noted the 

reported sales prices include premiums and options purchased by the buyer as well as any 

concessions given by the builder. 

All homes appearto be in excellent condition with little to no physical depreciation visible. It 

has been concluded that P Ian 3 has a base current market value of $265.00 per square foot. 

This calculates as follows: 

2,018 sfx $265.00 = $534,770 

Andalucia 

Within County of San Diego CFO No. 2008--01 Improvement Area No. 1 there are no 

individually owned houses, three builder owned homes (all models) and 46 remaining 

finished lots. The Andalucia neighborhood is partially located in Improvement Area No. 1 

and partially in Improvement Area No. 2. The homes that have closed and are under 

construction are located in Improvement Area 2 which are not included in this appraisal. 

Thus, only the three model homes and 46 lots will be valued within Andalucia. 

The most appropriate new home comparable data for P Ian 1 are: 

Data Plan Rm. Ct. Flrs,l'kg. Sq. Ft. P rice,5 F 
SuQj 1 4 /4.S 2 /2 3,027 -

2 3 4 /3.5 2 /2 2,783 $217.39 
4 2 4 /4.5 2 /2 3,182 $205.50 
4 4 4 /3.5 2 /2 2,980 $213.56 
5 1 5 /4 2 /3 3,017 $262.15 
6 3 4 /3.5 2 /3 3,012 $223.56 
9 3 5 /3.5 2 /2 3,009 $242.92 
10 3 5 /3 2 /3 3,192 $223.55 

All new home comparables are located within Harmony Grove, Rancho Tesoro or in San 

Marcos, Vista or Escondido proper, within five miles of Harmony Grove. While Market Data 

Nos. 6 and 1 Oare located on much larger lots (minimum 10,000 square feet), this is partially 

offset by the amenities associated with the master planned community in both Harmony 

Grove and Rancho Tesoro. The homes are all of similar quality, design and appeal. 

Adjustments were considered (when applicable) for location, views, lot size, stories, sales 

concessions, CFO taxes, common area benefits, total square footage, room count, garage 
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space and other amenities. The comparable new home sales have base prices ranging from 

$205.50 to $262.15 per square foot. The subject Plan 1 has an asking price less 

concessions of $212.22 per square foot. There have been ten closings of P Ian 1 with sales 

prices from $218.09 to $267.44 per square foot. The closing at the highest end of the range 

included over $100,000 of upgrades and options which equates to about $33.00 per square 

foot. There are currently seven Plan ls in escrow with sales pricing ranging from $210.37 

to $290.98 per square foot however the sale at the high end included over $200,000 in 

upgrades and options which equates to over $66.00 per square foot. It should be noted the 

reported sales prices include premiums and options purchased by the buyer as well as any 

concessions given by the builder. 

All homes appearto be in excellent condition with little to no physical depreciation visible. It 

has been concluded that P Ian 1 has a base current market value of $212.00 per square foot. 

This calculates as follows: 

3,027 sfx$212.00 =$641,724 

The most appropriate new home comparable data for P Ian 2 are: 

Data Plan Rm. Ct. Flrs,l'kg. Sq. Ft. P rice,5 F 
S UQj 2 4 /4.S 2 /2 3,182 -

2 3 4 /3.5 2 /2 2,783 $217.39 
4 3 5 /4.5 2 /3 3,640 $188.02 
4 4 4 /3.5 2 /2 2,980 $213.56 
5 2 5 /4 2 /3 3,449 $235.98 
6 4 5 /4.5 2 /3 3,402 $211.32 
8 3 5 /3.5 2 /2 3,009 $242.92 
10 3 5 /3 2 /3 3,192 $223.35 
11 l 5 /4 2 /3 3,061 $238.97 

All new home comparables are located within Harmony Grove, Rancho Tesoro or in San 

Marcos, Vista or Escondido proper, within five miles of Harmony Grove. While Market Data 

Nos. 6, 1 0 and 11 are located on much larger lots (minimum 10,000 square feet), this is 

partially offset by the amenities associated with the master planned community in both 

Harmony Grove and Rancho Tesoro. The homes are all of similar quality, design and 

appeal. Adjustments were considered (when applicable) for location, views, lot size, stories, 

sales concessions, CFO taxes, common area benefits, total square footage, room count, 

garage space and other amenities. The comparable new home sales have base prices 

ranging from $188.02 to $242.92 per square foot. The lowest end of the range is for the 
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largest sized home. A larger home typically sells for a smaller price per square foot due to 

economies of scale during construction. The subject P Ian 2 has an asking price less 

concessions of $205.50 per square foot. There have been seven closings of Plan 2 with 

sales prices from $217. 75 to $258.50 per square foot. The closing at the highest end of the 

range included over $80,000 of upgrades and options which equates to about $25.00 per 

square foot. There are currently six Plan 2s in escrow with sales pricing ranging from 

$214.09 to $256.01 per square foot however the high end of the range purchased over 

$100,000 in upgrades. It should be noted the reported sales prices include premiums and 

options purchased by the buyer as well as any concessions given by the builder. 

All homes appearto be in excellent condition with little to no physical depreciation visible. It 

has been concluded that P Ian 2 has a base current market value of $205.00 per square foot. 

This calculates as follows: 

3,182 sfx$205.00 =$652,310 

The most appropriate new home comparable data for P Ian 3 are: 

Data Plan Rm. Ct. Flrs,l'kg. Sq. Ft. P rice,5 F 
Subi 3 5 /4.S 2 /3 3,640 -

4 2 4 /4.5 2 /2 3,182 $205.50 
5 2 5 /4 2 /3 3,449 $235.98 
6 4 5 /4.5 2 /3 3,402 $211.32 
10 3 5 /3 2 /3 3,192 $223.55 
11 4 5 /4 2 /3 2,606 $209.93 

All new home comparables are located within Harmony Grove, Rancho Tesoro or in San 

Marcos, Vista or Escondido proper, within five miles of Harmony Grove. While Market Data 

Nos. 1 0 and 11 are located on much larger lots (minimum 10,000 square feet), this is 

partially offset by the amenities associated with the master planned community in both 

Harmony Grove and Rancho Tesoro. The homes are all of similar quality, design and 

appeal. Adjustments were considered (when applicable) for location, views, lot size, stories, 

sales concessions, CFO taxes, common area benefits, total square footage, room count, 

garage space and other amenities. The comparable new home sales have base prices 

ranging from $205.50 to $235.98 per square foot. The subject Plan 3 is the largest plan in 

the comparables and has an asking price of $188.02 per square foot. There have been 

seven closings of P Ian 3 with sales prices from $191. 73 to $224.46 per square foot. There 
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are currently three Plan 3s in escrow with sales pricing ranging from $203.76 to $226.48 per 

square foot. It should be noted the reported sales prices include premiums and options 

purchased by the buyer as well as any concessions given by the builder. All homes appear 

to be in excellent condition with little to no physical depreciation visible. It has been 

concluded that Plan 3 has a base current market value of $187.00 per square foot. This 

calculates as follows: 

3,640 sfx $187.00 =$680,680 

Builder Owned Retail Value 

Within each neighborhood there are some model homes. Per interviews with builders, 

upgrades and landscapefr]ardscape of up to $100,000 are installed in the model homes, 

however, the builders generally consider this a marketing cost and do not anticipate 

recovering this investment on a dollar for dollar basis. Based on historical information, 

home sizes and fixtures, actual model home sales within the subject area and the current 

real estate market, a consideration of a $40,000 premium has been included with each of 

the model homes for Cante ridge, Seabreeze and Lusitano while a $50,000 premium has 

been included for Andalucia as the models are larger and a more luxury product. The 

retail base value conclusions forthe builder-owned homes are calculated as follows: 

Appraisal Report 

Cante ridge: 
Plan 1 (1 x $528,000) 
Plan 2 (2 x $532,394) 
Plan 3 (2 x $543,650) 
Plan 3X (1 x $548,952) 
Model Upgrades (4 x $40,000) 
Total Canteridge 

Seabreeze: 
P Ian 1 (6 x $568,100) 
Plan 2 (7 x $579,370) 
Plan 3 (4x$603,911) 
Plan 4 (0 x $573,804) 
Model Upgrades (3 x $40,000) 
Total Seabreeze 
Lusitano: 
Plan 1 (4 x $501,832) 
Plan 2 (5 x$515,625) 
Plan 3 (3 x $534,770) 
Model Upgrades (3 x $40,000) 
Total Lusitano 

Harmony Grove Village-CF D 2008-1, Improvement Area No. l Update 
Kitty S iino & Associates, Inc. 

$ 528,000 
1,064,788 

1,087,300 
548,952 
160 000 

$3,389,040 

$3,408,600 
4,055,590 
2,415,644 

0 
120,000 

$9,999,834 

$ 2,007,328 
2,578,125 
1,604,310 

120,000 
$ 6,309,763 
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Andalucia: 

Plan 1 (1 x $641,724) 
Plan 2 (1 x $652,310) 
Plan 3 (1 x $680,680) 
Model Upgrades (3 x $50,000) 
Total Andalucia 

Absorption Period 

$ 641,724 
652,310 
680,680 
150 000 

$ 2,124,714 

In order to arrive at an absorption period for the builder owned homes within Harmony 

Grove, the absorption rates for each project have been reviewed. There is an overall 

average closing rate for all projects within Harmony Grove of 9.48 sales per month. The 

average sales rates for each neighborhood are as follows: Canteridge has an average sales 

rate of 2.30 sales per month, however they are nearing sell-out with only a couple plans left. 

Seabreeze has an average sales rate of 2.78 sales per month; Lusitano has an average 

sales rate of 2.93 sales per month; and, Andalucia (all sales thus far outside of CFO 2008-

1 IA 1) has an average sales rate of 1 .48 sales per month. In addition to reviewing actual 

sales rates, we have reviewed Empire Economics Market Absorption Study on Harmony 

Grove Village Improvement Area No. 1. 

Cante ridge has six builder owned completed homes including four models (not released) 

and two production homes over 95 percent complete that are owned by the builder. The 

average sales rate thus far has been 2.30 homes per month. We have also reviewed Empire 

Economic's Market Absorption Study which estimates that Canteridge will sell 

approximately 1.37 homes per month. It should be noted that Empire Economics is referring 

to 26 (total remaining) homes within Cante ridge while our review is of the six, current builder

owned homes. We have concluded that the six Canteridge builder-owned homes will be 

absorbed over a three-month time period. 

Seabreeze has seventeen builder owned completed homes including three models (not 

released) and fourteen production homes over 95 percent complete (twelve in escrow) that 

are owned by the builder. The average sales rate thus far has been 2.78 homes per month. 

We have also reviewed Empire Economics MarketAbsorption Study which estimates that 

Seabreeze will sell approximately 3.54 homes per month. It should be noted that Empire 
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Economics is referring to 85 (total remaining) homes within 5 eabreeze while our absorption 

review is of the seventeen current builder-owned homes. We have concluded that the 

seventeen Seabreeze builder-owned homes (twelve in escrow) will be absorbed over a five

month time period. 

Lusitano has twelve builder owned completed homes including three models (not released) 

and nine production homes (all in escrow) over 95 percent complete that are owned by the 

builder. The average sales rate thus far has been 2.93 homes per month. We have also 

reviewed Empire Economics Market Absorption Study which estimates that Lusitano will se II 

an average of 2.75 homes per month. It should be noted that Empire Economics is referring 

to 58 (total remaining) homes within Lusitano while our absorption review is of the twelve 

current builder-owned homes. We have concluded thatthe twelve Lusitano builder-owned 

homes (nine in escrow) will be absorbed over a four-month time period. 

Andalucia has three builder owned completed homes within the subject property (not 

released). Andalucia is currently selling the homes in Improvement Area No. 2, however, 

the model homes are located within CFO 2008-1 IA 1. The average sales rate within 

Andalucia (outside of subject property) has been 1.48 homes per month. We have reviewed 

Empire E conomic's Market Absorption Study which estimates that Andalucia will sell an 

average of over 2.0 homes per month. It should be noted that Empire Economics is referring 

to 49 (total remaining) homes within Andalucia with the absorption beginning, after the 

homes outside of the subject property are sold-out, in 2020 and 2021. Our absorption refers 

to the three model homes being sold off immediately. We have concluded that the three 

Andalucia builder-owned homes (none in escrow) will be absorbed over a three-month time 

period. 

Remaining Costs 

As discussed earlier within this report the developer owned property has some remaining 

costs which equate to $15,023 per unit. This will be taken into consideration within each 

of the separate discounted cash flow analyses. 
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Expenses 

In determining an expense rate, several builders in the subject area have been interviewed 

as to their expenses on selling existing inventory. Expenses include marketing and general 

administrative costs. These costs typically range from six to ten percent depending on 

varying factors such as absorption period, intensity of marketing, etc. Six percent has been 

estimated for marketing expenses and two percent for general and administrative costs for 

a total of eight percent in expenses forthe subject neighborhoods analyses. 

Profit 

Several interviews with merchant builders in the area were conducted in order to 

determine an appropriate profit percentage for the subject properties. In the early 2000s, 

developers typically attempted to achieve a 1 Oto 12 percent profit based on gross sales 

proceeds. During the Great Recession, this range was lowered considerably to six to 

eight percent with some builders drastically lowering their profit potential in order to 

maintain their work force. As the market improved, so did the profits. This appears to be 

occurring once again as prices have increased in the past year. An eight percent profit 

is considered appropriate in the analysis forthese neighborhoods. 

Discount Rate 

In selecting a discount rate, the following was completed: 

1. Interviews with merchant builders in the North San Diego area 
2. Review of current market conditions including current market rates as well as yields 

reflected in other markets (i.e., municipal bonds, corporate bonds, etc.) 
3. The quality, construction, historical sales and product on the subject properties 
4. Discussed the project with equity investors and master plan community developers 

The homes within the subject property have been well received in the marketplace with 

average to good absorption rates. Due to the good sales rates and minimal supply, a ten 

percent discount rate is considered appropriate for the subject neighborhoods. 

Discounted Cash Flow Summary 

The discounted revenue (see DCF Analyses in Addenda) for the builder owned homes 

resulted in the values shown on the following page: 

Appraisal Report 
Harmony Grove Village-CF D 2008-1, Improvement Area No. l Update 
Kitty S iino & Associates, Inc. Page 79 



• Canteridge -
• Seabreeze -
• Lusitano -
• Analucia -

CalAtlantic Ownership 

$2,711,342 
$7,944,752 
$5,015,012 
$1,711,094 

CalAtlantic owns 13 models, 25 production homes, 56 homes under construction, 200 

finished residential lots and two commercial parcels within County of San Diego 2008-1 

Improvement Area No. 1. The homes under construction (under 95 percent complete) 

have been valued on the basis of a finished lot rather than attribute value to a partially 

complete improvement. The builder-owned homes have been valued under each 

neighborhood. The homes under construction (valued as finished lots) along with the 

finished lots have been included in the Subdivision Development Methodi{)iscounted 

Cash Flow Analysis in order to conclude at a bulk value for the builder owned remaining 

lots. 

The final value conclusion for the builder owned property is shown below. 

Builder Owned Homes -
Cante ridge 
Seabreeze 
Lusitano 
Andalucia 

Builder Owned Lots -
Total CalAtlantic Property 

Individual Owners Value Conclusion 

$2,711,342 
7,944,752 
5,015,012 
1,711,094 

53,000,000 
$ 70,382,200 

In determining the value for the individually owned homes, we have considered the 

concluded base price value forthe homes which is considered a minimum market value. 

This is due to homebuyers typically purchasing some addition upgrades, options or pay 

some premiums for the lot. The concluded values are shown on the following page: 
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Cante ridge: 
Plan 1 (6 x $528,000) 
Plan 2 (21 x $532,394) 
Plan 3 (14 x $543,650) 
Plan 4 (14 x $548,952) 
Total Canteridge 

Seabreeze: 

Plan 1 (17 x $568,100) 
Plan 2 (12 x $579,370) 
Plan 3 (13 x $603,911) 
Plan 4 (0 x $573,380) 
Total Seabreeze 

Lusitano: 

Plan 1 (16x$501,832) 
Plan 2 (17 x $515,625) 
Plan 3 (18 x $534,770) 
Total Lusitano 

Total lndivid.-Owned Minimum Value 

$ 3,168,000 
11,180,274 

7,611,100 
7,685,328 

$29,644,702 

$ 9,657,700 
6,952,440 
7,850,843 

0 
$24,460,983 

$ 8,029,312 
8,765,625 
9,625,860 

$ 26,420,797 

$ 80,526,482 

In an additional analysis, we have reviewed the original builder sales prices forthe homes. 

Closings occurred between October 2015 and 5 eptember 10, 2017. The builder's 

reported closing prices for the individually owned homes totals $82,089,630. The 

concluded current minimum market value of $80,526,482 is 1.9 percent lower than the 

actual sales prices. Within Cante ridge, actual closing prices were $31,257,500 which is 

5.2 percent lowerthan the concluded minimum values. The Canteridge product included 

view premiums which, while we took into account the location and possible views, the 

concluded value is considered a mass appraisal and does not look at each home and 

allow for view potential. Lot premiums included in the actual sales prices of Cante ridge 

totaled $1,704,638. In addition, the actual closing prices include upgrades and options 

purchased by the homeowner along with the concessions given by the builder. Home 

prices have increased which offsets a portion of the upgrades, options and premiums 

difference. Within Seabreeze actual closing prices were $24,580,860 or about 0.5 

percenthigherthan the concluded minimum values. While Seabreeze doesn't have much 
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view potential, there were lot premiums (due to size), options and upgrades purchased 

which was offset by the increasing pricing of the Seabreeze product. Within Lusitano the 

actual closing prices were $26,251,270 which is actually 0.6 percent lower than the 

concluded minimum market value. The actual prices included lot premiums, upgrades 

and options purchased which are offset by price increases that have occurred within 

Lusitano. Typically a higher priced home attracts buyers who purchase more options 

which would suggest that Seabreeze and Cante ridge have higher purchase prices due to 

premiums, options and upgrades. The concluded values do not include the upgrades, 

options and premiums in the minimum market valuation however concessions are 

considered which would suggest that the actual sales prices would be higher than the 

concluded values, however this is offset by increasing pricing. It is our conclusion that the 

original builder sales prices further substantiate the concluded minimum market value for 

the individually owned homes. 

Appraisal Report 
Harmony Grove Village-CF D 2008-1, Improvement Area No. l Update 
Kitty S iino & Associates, Inc. Page 82 



APPRAISAL REPORT SUMMARY 

The appraisal assignment was to value the subject property within the County of San 

Diego CFO No. 2008-1 Improvement Area No. 1 which includes 442 single-family lots 

and two small commercial parcels being developed into a portion of the master planned 

community of Harmony Grove Village by CalAtlantic Homes. The entire Harmony Grove 

Village master plan is proposed for 736 homes howeverthis appraisal is for Improvement 

Area No. 1 only and does not include Improvement Area No. 2. There are four 

neighborhoods currently selling within Improvement Area No. 1 known as Cante ridge, 

Seabreeze, Lusitano and Andalucia. All lots are in a generally finished condition and 

range from completed, individually owned homes to builder owned homes, to homes 

under construction and finally to finished lots. Closings began in October 2015 with 148 

homes closed to individuals as of September 10, 2017. The project is experiencing 

average to good sales rates with some apparent price increases. All structures appear 

to be in excellent condition with no visible depreciation. We have reviewed builder sales 

and reviewed the local MLS for re-sales. 

The subject property was valued utilizing the Sales Comparison Approach to value, a 

Subdivision Development Method using a Discounted Cash Flow and a mass appraisal 

technique for the individually owned homes. A minimum value was determined by 

concluding at a base value for the homes. The valuation took into account the 

improvementsft)enefits to be funded by the Special Tax CFO 2008--01 IA 1 Bond Proceeds 

along with the CFO 2008--01 IA 1 special tax lien. The concluded aggregate value forthe 

subject properties, subject to their respective special tax lien, is: 

(Portion of) Harmony Grove by CalAtlantic Homes: 

CalAtlantic Homes Ownership 
Individually Owned Homes Minimum Market Value 

Aggregate Value for CFO No. 2008-1 IA 1 

$ 70,382,200 
$ 80,526,482 

$150,908,682 

The above values are stated as of said date of value and subject to the attached 

Assumptions and Limiting Conditions and Appraiser's Certification. 
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APPRAISE RS' CERTIFICATION 

The appraiser certifies that to the best of his knowledge and belief: 

1. The statements of fact contained in this report are true and correct. 

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

3. The appraisers have no present or prospective interest in the property that is the subject of this 
report, and no personal interest or bias with respect to the parties involved. 

4. The appraisers' compensation is not contingent upon the reporting of a predetermined value or 
direction in value that favors the cause of the client, the amount of the value estimate, the 
attainment of a stipulated result orthe occurrence of a subsequent event. 

5. This appraisal was not based on a requested minimum valuation, a specific valuation or the 
a pprova I of a loan. 

6. The analyses, opinions and conclusions were developed, and this report was prepared, in 
conformity with the Uniform Standards of Professional Appraisal Practice. 

7. Kitty S iino and Larry Heglar have made a personal inspection of the property that is the subject of 
this re port. 

8. Kitty S iino and Larry Heglar have performed appraisal services on the subject property in the past 
three years. This report is an update to the original reportwhich had aJ une 28, 2017 date of value. 

9. No other appraisers have provided significant professional assistance to the persons signing this 
report. 

10. The reported analyses, opinions and conclusions were developed, and this report was prepared, 
in conformity with the requirements of the Appraisal lnstitute's Code of Professional Ethics and 
Standards of Professional Appraisal Practice, which include the Uniform Standards of Professional 
Appraisal Practice. 

11. The use of this report is subject to the requirements of the Appraisal Institute relating to review by 
its duly authorized representatives. 

12. As of the date of this report, both Larry Heglar and Kitty S iino have completed the requirements of 
the continuing education program of the Appraisal Institute. 

Larry W. Heglar, MAI 

Kitty S. S iino, MAI 
State Certified General 
Real Estate Appraiser (AG004793) 
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ADDENDA 



CFD NO. 2008-1 BOUNDARY MAP 



ANNEXATION MAP NO. 1 OF COUNTY OF SAN DIEGO 
COMMUNITY FACILITIES OISTRICT NO. 2001J..tl1 

(HARMONY GROVE VILLAGE) 

D CFO No. 2000·01 Boundary 
ts:s] Amended BQundary Qf Improvement Area No. 1 
EZ':l Amended Boundary of lmprovemerrt Area No. 2 

[~] Boundary of Annexation No. 1 
c:::=-:> Maµ Reference Number~ (See-Sheet 2:) 

COUNTY OF SAN DIEGO 
STATE 01' CALIFORNIA 



Legend 

ANNEXATION MAP NO. 1 OF COUNTY OF SAN DIEGO 
COMMUNITY FACILITIES DISTRICT NO. 2008-01 

(HARMONY GROVE VILLAGE• 
COUNTY OF SAN DIEGO 
STATE OF CALIFORNIA 

f.7J Boundary of Annexation No. 1 Map Reference.Number (See Sheet 11 
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ASSESSOR PARCEL LISTING 



APN Aooraisal Status Lot Proiect Ress auareFootaae Mao Tract 
235-560--01--00 95% + 1 Cante ridge 1,922.0 15888 5365-1 
235-560--02--00 95% + 2 Cante ridge 2,136.0 15888 5365-1 
235-560--03--00 95% + 3 Cante ridge 2,075.0 15888 5365-1 
2 3 5-560--04--00 95% + 4 Cante ridge 1,922.0 15888 5365-1 
235-560--05--00 95% + 5 Cante ridge 1,922.0 15888 5365-1 
2 3 5-560--06--00 95% + 6 Cante ridge 2,136.0 15888 5365-1 
235-560--07--00 95% + 7 Cante ridge 2,075.0 15888 5365-1 
2 3 5-560--08--00 95% + 8 Cante ridge 1,922.0 15888 5365-1 
2 3 5-560--09--00 95% + 9 Cante ridge 1,922.0 15888 5365-1 
235-560-10--00 95% + 10 Cante ridge 2,136.0 15888 5365-1 
235-560-11--00 95% + 11 Cante ridge 2,075.0 15888 5365-1 
235-560-12--00 95% + 12 Cante ridge 1,922.0 15888 5365-1 
235-560-13--00 95% + 13 Cante ridge 1,922.0 15888 5365-1 
235-560-14--00 95% + 14 Cante ridge 2,136.0 15888 5365-1 
235-560-15--00 95% + 15 Cante ridge 2,075.0 15888 5365-1 
235-560-16--00 95% + 16 Cante ridge 1,922.0 15888 5365-1 
235-560-17--00 95% + 17 Cante ridge Model 1,922.0 15888 5365-1 
235-560-18--00 95% + 18 Cante ridge Model 2,136.0 15888 5365-1 
235-560-19--00 95% + 19 Cante ridge Model 2,075.0 15888 5365-1 
2 3 5-560-20--00 95% + 20 Cante ridge Model 1,920.0 15888 5365-1 
235-560-21--00 UnderConst. 21 Cante ridge 15888 5365-1 
235-560-22--00 UnderConst. 22 Cante ridge 15888 5365-1 
235-560-23--00 UnderConst. 23 Cante ridge 15888 5365-1 
2 3 5-560-24--00 UnderConst. 24 Cante ridge 15888 5365-1 
235-560-25--00 UnderConst. 60 Cante ridge 15888 5365-1 
2 3 5-560-26--00 UnderConst. 61 Cante ridge 15888 5365-1 
235-560-27--00 UnderConst. 62 Cante ridge 15888 5365-1 
2 3 5-560-28--00 UnderConst. 63 Cante ridge 15888 5365-1 
235-560-29--00 95% + 64 Cante ridge 1,922.0 15888 5365-1 
235-560-30--00 95% + 65 Cante ridge 2,136.0 15888 5365-1 
235-560-31--00 95% + 66 Cante ridge 2,075.0 15888 5365-1 
235-560-32--00 95% + 67 Cante ridge 1,922.0 15888 5365-1 
235-560-33--00 95% + 68 Cante ridge 1,922.0 15888 5365-1 
2 3 5-560-34--00 95% + 69 Cante ridge 2,136.0 15888 5365-1 
235-560-35--00 95% + 70 Cante ridge 1,922.0 15888 5365-1 
235-560-36--00 95% + 71 Cante ridge 2,075.0 15888 5365-1 
235-560-37--00 X-NAP 
235-560-38--00 X-NAP 
2 3 5-560-39--00 X-NAP 
2 3 5-560-40--00 X-NAP 
235-560-41--00 X-NAP 
235-560-42--00 X-NAP 
235-560-43--00 X-NAP 
2 3 5-560-44--00 X-NAP 
235-560-45--00 X-NAP 
2 3 5-560-46--00 X-NAP 
235-560-47--00 X-NAP 
235-561--01--00 95% + 25 Cante ridge 1,922.0 15888 5365-1 
235-561--02--00 95% + 26 Cante ridge 2,136.0 15888 5365-1 
235-561--03--00 95% + 27 Cante ridge 2,075.0 15888 5365-1 
235-561--04--00 95% + 28 Cante ridge 1,920.0 15888 5365-1 



235-561-05-00 95% + 29 Cante ridge 1,922.0 15888 5365-1 
235-561-06-00 95% + 30 Cante ridge 2,136.0 15888 5365-1 
235-561-07-00 95% + 31 Cante ridge 2,075.0 15888 5365-1 
235-561-08-00 95% + 32 Cante ridge 1,920.0 15888 5365-1 
235-561-09-00 95% + 33 Cante ridge 1,922.0 15888 5365-1 
235-561-10-00 95% + 34 Cante ridge 2,136.0 15888 5365-1 
235-561-11-00 95% + 35 Cante ridge 2,075.0 15888 5365-1 
235-561-12-00 95% + 36 Cante ridge 1,920.0 15888 5365-1 
235-561-13-00 95% + 37 Cante ridge 1,922.0 15888 5365-1 
235-561-14-00 95% + 38 Cante ridge 2,136.0 15888 5365-1 
235-561-15-00 95% + 39 Cante ridge 2,075.0 15888 5365-1 
235-561-16-00 95% + 40 Cante ridge 1,920.0 15888 5365-1 
235-561-17-00 95% + 41 Cante ridge 1,922.0 15888 5365-1 
235-561-18-00 95% + 42 Cante ridge 2,136.0 15888 5365-1 
235-561-19-00 95% + 43 Cante ridge 2,075.0 15888 5365-1 
235-561-20-00 95% + 44 Cante ridge 1,922.0 15888 5365-1 
235-561-21-00 UnderConst. 45 Cante ridge 1,922.0 15888 5365-1 
235-561-22-00 UnderConst. 46 Cante ridge 2,136.0 15888 5365-1 
235-561-23-00 UnderConst. 47 Cante ridge 2,075.0 15888 5365-1 
235-561-24-00 UnderConst. 48 Cante ridge 1,920.0 15888 5365-1 
235-561-25-00 95% + 49 Cante ridge 1,922.0 15888 5365-1 
235-561-26-00 95% + 50 Cante ridge 2,075.0 15888 5365-1 
235-561-27-00 95% + 51 Cante ridge 1,920.0 15888 5365-1 
235-561-28-00 95% + 52 Cante ridge 1,922.0 15888 5365-1 
235-561-29-00 95% + 53 Cante ridge 2,136.0 15888 5365-1 
235-561-30-00 95% + 54 Cante ridge 2,075.0 15888 5365-1 
235-561-31-00 95% + 55 Cante ridge 1,920.0 15888 5365-1 
235-561-32-00 95% + 56 Cante ridge 1,922.0 15888 5365-1 
235-561-33-00 95% + 57 Cante ridge 2,136.0 15888 5365-1 
235-561-34-00 95% + 58 Cante ridge 2,075.0 15888 5365-1 
235-561-35-00 95% + 59 Cante ridge 1,920.0 15888 5365-1 
235-561-36-00 X-NAP 
235-561-37-00 X-NAP 
235-561-38-00 X-NAP 
235-561-39-00 X-NAP 
235-561-40-00 X-NAP 
235-561-41-00 X-NAP 
235-561-42-00 X-NAP 
235-561-43-00 X-NAP 
235-561-44-00 X-NAP 
235-561-45-00 X-NAP 
235-562-01-00 X-NAP 
235-562-02-00 X-NAP 
235-562-03-00 X-NAP 
235-562-04-00 X-NAP 
235-562-05-00 X-NAP 
235-562-06-00 X-NAP 
235-562-07-00 X-NAP 
235-562-08-00 X-NAP 
235-562-09-00 X-NAP 
235-570-01-00 95% + 1 Sea breeze 2,783.0 15890 5365-3 
235-570-02-00 95% + 2 Sea breeze 2,519.0 15890 5365-3 



235-570--03--00 95% + 3 Sea breeze 2,185.0 15890 5365-3 
235-570--04--00 95% + 4 Sea breeze 2,783.0 15890 5365-3 
235-570--05--00 95% + 5 Sea breeze 2,185.0 15890 5365-3 
235-570--06--00 S uperpad 13 Live-Work 15889 5365-2 
235-570--07--00 S uperpad 14 Live-Work 15889 5365-2 
235-570--08--00 S uperpad 15 Live-Work 15889 5365-2 
235-570--09--00 S uperpad 16 Live-Work 15889 5365-2 
235-570-10--00 S uperpad 17 Live-Work 15889 5365-2 
235-570-11--00 S uperpad 18 Live-Work 15889 5365-2 
235-570-12--00 Fin. Lot 19 Lusitano 15889 5365-2 
235-570-13--00 Fin. Lot 20 Lusitano 15889 5365-2 
235-570-14--00 Fin. Lot 21 Lusitano 15889 5365-2 
235-570-15--00 Fin. Lot 22 Lusitano 15889 5365-2 
235-570-16--00 Fin. Lot 23 Lusitano 15889 5365-2 
235-570-17--00 Fin. Lot 24 Lusitano 15889 5365-2 
235-570-18--00 Fin. Lot 25 Lusitano 15889 5365-2 
235-570-19--00 Fin. Lot 26 Lusitano 15889 5365-2 
235-570-20--00 Fin. Lot 27 Lusitano 15889 5365-2 
235-570-21--00 Fin. Lot 28 Lusitano 15889 5365-2 
235-570-22--00 Fin. Lot 29 Lusitano 15889 5365-2 
235-570-23--00 Fin. Lot 30 Lusitano 15889 5365-2 
235-570-24--00 UnderConst. 31 Sea breeze 2,185.0 15889 5365-2 
235-570-25--00 UnderConst. 32 Sea breeze 2,769.0 15889 5365-2 
235-570-26--00 UnderConst. 33 Sea breeze 2,519.0 15889 5365-2 
235-570-27--00 UnderConst. 34 Sea breeze 2,185.0 15889 5365-2 
235-570-28--00 UnderConst. 35 Sea breeze 2,185.0 15889 5365-2 
235-570-29--00 UnderConst. 36 Sea breeze 2,519.0 15889 5365-2 
235-570-30--00 UnderConst. 37 Sea breeze 2,185.0 15889 5365-2 
235-570-31--00 UnderConst. 38 Sea breeze 2,519.0 15889 5365-2 
235-570-32--00 UnderConst. 39 Sea breeze 2,185.0 15889 5365-2 
235-570-33--00 UnderConst. 40 Sea breeze 2,769.0 15889 5365-2 
235-570-34--00 UnderConst. 41 Sea breeze 2,519.0 15889 5365-2 
235-570-35--00 UnderConst. 42 Sea breeze 2,185.0 15889 5365-2 
235-570-36--00 UnderConst. 43 Sea breeze 2,519.0 15889 5365-2 
235-570-37--00 UnderConst. 44 Sea breeze 2,185.0 15889 5365-2 
235-570-38--00 UnderConst. 45 Sea breeze 2,519.0 15889 5365-2 
235-570-39--00 UnderConst. 46 Sea breeze 2,185.0 15889 5365-2 
235-570-40--00 UnderConst. 47 Sea breeze 2,783.0 15889 5365-2 
235-570-41--00 UnderConst. 48 Sea breeze 2,519.0 15889 5365-2 
235-570-42--00 UnderConst. 49 Sea breeze 2,185.0 15889 5365-2 
235-570-43--00 UnderConst. 50 Sea breeze 2,783.0 15889 5365-2 
235-570-44--00 UnderConst. 51 Sea breeze 2,783.0 15889 5365-2 
235-570-45--00 UnderConst. 52 Sea breeze 2,185.0 15889 5365-2 
235-570-46--00 UnderConst. 53 Sea breeze 2,519.0 15889 5365-2 
235-570-47--00 UnderConst. 54 Sea breeze 2,783.0 15889 5365-2 
235-570-48--00 UnderConst. 55 Sea breeze 2,185.0 15889 5365-2 
235-570-49--00 UnderConst. 56 Sea breeze 2,185.0 15889 5365-2 
235-570-50--00 UnderConst. 57 Sea breeze 2,519.0 15889 5365-2 
235-570-51--00 UnderConst. 58 Sea breeze 2,185.0 15889 5365-2 
235-570-52--00 UnderConst 59 Sea breeze 2,519.0 15889 5365-2 
235-570-53--00 UnderConst. 60 Sea breeze 2,185.0 15889 5365-2 
235-570-54--00 UnderConst. 61 Sea breeze 2,519.0 15889 5365-2 



235-570-55-00 Finished Lot 73 Farmhouse 15889 5365--2 
235-570-56-00 S uperpad 74 Commercial 15889 5365--2 
235-570-57-00 IA 1 X--NAP 
235-570-58-00 IA 1 X--NAP 
235-570-59-00 IA 1 X--NAP 
235-570--60-00 IA 1 X--NAP 
235-570--61-00 IA 1 X--NAP 
235-571-01-00 S uperpad 6 Live-Work 15889 5365--2 
235-571-02-00 S uperpad 7 Live-Work 15889 5365--2 
235-571-03-00 S uperpad 8 Live-Work 15889 5365--2 
235-571-04-00 S uperpad 9 Live-Work 15889 5365--2 
235-571-05-00 S uperpad 10 Live-Work 15889 5365--2 
235-571-06-00 S uperpad 11 Live-Work 15889 5365--2 
235-571-07-00 S uperpad 12 Live-Work 15889 5365--2 
235-571-08-00 UnderConst. 62 Lusitano 15889 5365--2 
235-571-09-00 UnderConst. 63 Lusitano 15889 5365--2 
235-571-10-00 UnderConst. 64 Lusitano 15889 5365--2 
235-571-11-00 UnderConst. 65 Lusitano 15889 5365--2 
235-571-12-00 UnderConst. 66 Lusitano 15889 5365--2 
235-571-13-00 UnderConst. 67 Lusitano 15889 5365--2 
235-571-14-00 UnderConst. 68 Lusitano 15889 5365--2 
235-571-15-00 UnderConst. 69 Lusitano 15889 5365--2 
235-571-16-00 UnderConst. 70 Lusitano 15889 5365--2 
235-571-17-00 S uperpad 75 Commercial 15889 5365--2 
235-571-18-00 IA 1 X--NAP 
235-571-19-00 IA 1 X--NAP 
235-571-20-00 IA 1 X--NAP 
235-572-02-00 Finished Lot 72 Farmhouse 15889 5365--2 
235-572-03-00 IA 1 X--NAP 
235-572-04-00 IA 1 X--NAP 
235-580-01-00 95% + 1 Sea breeze Phase 1 2,519.0 15889 5365--2 
235-580-02-00 95% + 2 Sea breeze Phase 1 2,185.0 15889 5365--2 
235-580-03-00 95% + 3 Sea breeze Phase 1 2,519.0 15889 5365--2 
2 3 5-580-04-00 95% + 4 Sea breeze Phase 1 2,185.0 15889 5365--2 
235-580-05-00 95% + 5 Sea breeze Phase 1 2,519.0 15889 5365--2 
2 3 5-580-06-00 95% + 6 Sea breeze 2,185.0 15890 5365-3 
235-580-07-00 95% + 7 Sea breeze 2,783.0 15890 5365-3 
2 3 5-580-08-00 95% + 8 Sea breeze 2,519.0 15890 5365-3 
2 3 5-580-09-00 95% + 9 Sea breeze 2,185.0 15890 5365-3 
235-580-10-00 95% + 10 Sea breeze 2,783.0 15890 5365-3 
235-580-11-00 95% + 11 Sea breeze 2,185.0 15890 5365-3 
235-580-12-00 95% + 12 Sea breeze 2,519.0 15890 5365-3 
235-580-13-00 95% + 13 Sea breeze 2,783.0 15890 5365-3 
235-580-14-00 95% + 14 Sea breeze 2,185.0 15890 5365-3 
235-580-15-00 95% + 15 Sea breeze 2,783.0 15890 5365-3 
235-580-16-00 95% + 16 Sea breeze 2,185.0 15890 5365-3 
235-580-17-00 95% + 17 Sea breeze 2,783.0 15890 5365-3 
235-580-18-00 95% + 18 Sea breeze 2,519.0 15890 5365-3 
235-580-19-00 95% + 19 Sea breeze 2,783.0 15890 5365-3 
235-580-20-00 95% + 20 Sea breeze 2,185.0 15890 5365-3 
235-580-21-00 95% + 21 Sea breeze 2,783.0 15890 5365-3 
235-580-22-00 95% + 22 Sea breeze 2,519.0 15980 5365-3 



235-580-23-00 95% + 23 Sea breeze 2,185.0 15980 5365-3 
235-580-24-00 95% + 24 Sea breeze 2,783.0 15980 5365-3 
235-580-25-00 S uperpad 25 Live-Work 15890 5365-3 
235-580-26-00 S uperpad 26 Live-Work 15890 5365-3 
235-580-27-00 S uperpad 27 Live-Work 15890 5365-3 
235-580-28-00 S uperpad 28 Live-Work 15890 5365-3 
235-580-29-00 S uperpad 29 Live-Work 15890 5365-3 
235-580-30-00 S uperpad 30 Live-Work 15890 5365-3 
235-580-31-00 S uperpad 31 Live-Work 15890 5365-3 
235-580-32-00 S uperpad 32 Live-Work 15890 5365-3 
235-580-33-00 S uperpad 33 Live-Work 15890 5365-3 
2 3 5-580-34-00 95% + 34 Lusitano 1,873.0 15890 5365-3 
235-580-35-00 95% + 35 Lusitano 2,028.0 15890 5365-3 
235-580-36-00 IA 1 X-NAP 
235-580-37-00 IA 1 X-NAP 
235-580-38-00 IA 1 X-NAP 
235-580-39-00 IA 1 X-NAP 
235-581-01-00 Fin Lot 36 Seabreeze 15890 5365-3 
235-581-02-00 Fin Lot 37 Sea breeze 15890 5365-3 
235-581-03-00 Fin Lot 38 Sea breeze 15890 5365-3 
235-581-04-00 Fin Lot 39 Sea breeze 15890 5365-3 
235-581-05-00 Fin Lot 40 Sea breeze 15890 5365-3 
235-581-06-00 Fin Lot 41 Sea breeze 15890 5365-3 
235-581-07-00 95% + 42 Sea breeze Model 2,185.0 15890 5365-3 
235-581-08-00 95% + 43 Sea breeze Model 2,519.0 15890 5365-3 
235-581-09-00 95% + 44 Sea breeze Model 2,783.0 15890 5365-3 
235-581-10-00 Fin Lot 45 Sea breeze 15890 5365-3 
235-581-11-00 Fin Lot 46 Sea breeze 15890 5365-3 
235-581-12-00 Fin Lot 47 Sea breeze 15890 5365-3 
235-581-13-00 Fin Lot 48 Sea breeze 15890 5365-3 
235-581-14-00 Fin Lot 49 Sea breeze 15890 5365-3 
235-581-15-00 Fin Lot 50 Sea breeze 15890 5365-3 
235-581-16-00 S uperpad 51 Live-Work 15890 5365-3 
235-581-17-00 S uperpad 52 Live-Work 15890 5365-3 
235-581-18-00 S uperpad 53 Live-Work 15890 5365-3 
235-581-19-00 S uperpad 54 Live-Work mode I 2,359.0 15890 5365-3 
235-581-20-00 S uperpad 55 Live-Work mode I 2,204.0 15890 5365-3 
235-581-21-00 IA 1 X-NAP 
235-581-22-00 IA 1 X-NAP 
235-582-01-00 Fin Lot 56 Sea breeze 15890 5365-3 
235-582-02-00 Fin Lot 57 Sea breeze 15890 5365-3 
235-582-03-00 Fin Lot 58 Sea breeze 15890 5365-3 
235-582-04-00 Fin Lot 59 Sea breeze 15890 5365-3 
235-582-05-00 Fin Lot 60 Sea breeze 15890 5365-3 
235-582-06-00 Fin Lot 61 Sea breeze 15890 5365-3 
235-582-07-00 Fin Lot 62 Sea breeze 15890 5365-3 
235-582-08-00 Fin Lot 63 Sea breeze 15890 5365-3 
235-582-09-00 Fin Lot 64 Sea breeze 15890 5365-3 
235-582-10-00 Fin Lot 65 Sea breeze 15890 5365-3 
235-582-11-00 Fin Lot 66 Sea breeze 15890 5365-3 
235-582-12-00 Fin Lot 67 Sea breeze 15890 5365-3 
235-582-13-00 Fin Lot 68 Sea breeze 15890 5365-3 



235-582-14-00 Fin Lot 69 Sea breeze 15890 5365--3 
235-582-15-00 Fin Lot 70 Sea breeze 15890 5365--3 
235-582-16-00 Fin Lot 71 Sea breeze 15890 5365--3 
235-582-17-00 Fin Lot 72 Sea breeze 15890 5365--3 
235-582-18-00 Fin Lot 73 Sea breeze 15890 5365--3 
235-582-19-00 Fin Lot 74 Sea breeze 15890 5365--3 
235-582-20-00 Fin Lot 75 Sea breeze 15890 5365--3 
235-582-21-00 Fin Lot 76 Sea breeze 15890 5365--3 
235-582-22-00 Fin Lot 77 Sea breeze 15890 5365--3 
235-582-23-00 Fin Lot 78 Sea breeze 15890 5365--3 
235-582-24-00 Fin Lot 79 Sea breeze 15890 5365--3 
235-582-25-00 Fin Lot 80 Sea breeze 15890 5365--3 
235-582-26-00 Fin Lot 81 Sea breeze 15890 5365--3 
235-582-27-00 95% + 82 Lusitano Model 2,018.0 15890 5365--3 
235-582-28-00 95% + 83 Lusitano Model 1,873.0 15890 5365--3 
235-582-29-00 95% + 84 Lusitano Model 1,686.0 15890 5365--3 
235-582-30-00 Fin Lot 85 Lusitano 15890 5365--3 
235-582-31-00 Fin Lot 86 Lusitano 15890 5365--3 
235-582-32-00 Fin Lot 87 Lusitano 15890 5365--3 
235-582-33-00 Fin Lot 88 Lusitano 15890 5365--3 
235-582-34-00 Fin Lot 89 Lusitano 15890 5365--3 
235-582-35-00 Fin Lot 90 Lusitano 15890 5365--3 
235-582-36-00 Fin Lot 91 Lusitano 15890 5365--3 
235-582-37-00 Fin Lot 92 Lusitano 15890 5365--3 
235-582-38-00 Fin Lot 93 Lusitano 15890 5365--3 
235-582-39-00 Fin Lot 94 Lusitano 15890 5365--3 
235-582-40-00 Fin Lot 95 Lusitano 15890 5365--3 
235-582-41-00 Fin Lot 96 Lusitano 15890 5365--3 
235-582-42-00 Fin Lot 97 Lusitano 15890 5365--3 
235-582-43-00 UnderConst. 98 Sea breeze 15890 5365--3 
235-582-44-00 UnderConst. 99 Sea breeze 15890 5365--3 
235-582-45-00 UnderConst. 100 Sea breeze 15890 5365--3 
235-582-46-00 UnderConst. 101 Sea breeze 15890 5365--3 
235-582-47-00 UnderConst. 102 Sea breeze 15890 5365--3 
235-582-48-00 UnderConst. 103 Sea breeze 15890 5365--3 
235-582-49-00 UnderConst. 104 Seabreeze 15890 5365--3 
235-582-50-00 UnderConst. 105 Sea breeze 15890 5365--3 
235-582-51-00 IA 1 X-NAP 
235-582-52-00 IA 1 X-NAP 
235-600-01 -00 Fin Lot 1 Analucia 15893 5365-6 
235-600-02-00 Fin Lot 2 Analucia 15893 5365-6 
235-600-03-00 Fin Lot 3 Analucia 15893 5365-6 
2 3 5-600-04-00 Fin Lot 4 Analucia 15893 5365-6 
235-600-05-00 Fin Lot 5 Analucia 15893 5365-6 
2 3 5-600-06-00 IA 1 6 Andalucia Model 3,027.0 15893 5365-6 
2 3 5-600-07 -00 IA 1 7 Andalucia Model 3,182.0 15893 5365-6 
2 3 5-600-08-00 IA 1 8 Andalucia Model 3,640.0 15893 5365-6 
2 3 5-600-09-00 Finished Lot 9 Farmhouse 15894 5365-7 
2 3 5-600-1 0-00 Finished Lot 10 Farmhouse 15894 5365-7 
235-600-11-00 Finished Lot 11 Farmhouse 15894 5365-7 
235-600-12-00 Finished Lot 12 Farmhouse 15894 5365-7 
235-600-13-00 Finished Lot 13 Farmhouse 15894 5365-7 



2 3 5--600-14-00 Finished Lot 14 Farmhouse 15894 5365-7 
235--600-15-00 Finished Lot 15 Farmhouse 15894 5365-7 
2 3 5--600-1 6-00 Finished Lot 16 Farmhouse 15894 5365-7 
235--600-17-00 Finished Lot 17 Farmhouse 15894 5365-7 
2 3 5--600-1 8-00 Finished Lot 18 Farmhouse 15894 5365-7 
2 3 5--600-1 9-00 Finished Lot 19 Farmhouse 15894 5365-7 
2 3 5--600-20-00 S uperpad 53 Village Court 15893 5365--6 
2 3 5--600-21 -00 IA 1 X--NAP 
235--601-01-00 S uperpad 20 Hillside Compound 15893 5365--6 
235--601-02-00 S uperpad 21 Hillside Compound 15893 5365--6 
235--601-03-00 S uperpad 22 Hillside Compound 15893 5365--6 
235--601 -04-00 S uperpad 23 Hillside Compound 15893 5365--6 
235--601-05-00 S uperpad 24 Hillside Compound 15893 5365--6 
235--601 -06-00 S uperpad 25 Hillside Compound 15893 5365--6 
235--601-07-00 S uperpad 26 Hillside Compound 15893 5365--6 
235--601 -08-00 S uperpad 27 Hillside Compound 15893 5365--6 
235--601 -09-00 IA 1 X--NAP 
235--601-10-00 IA 1 56 X--NAP 
235--601-11-00 IA 1 X--NAP 
235--601-12-00 IA 1 X--NAP 
235--601-13-00 IA 1 X--NAP 
235--601-14-00 IA 1 X--NAP 
235--602-01-00 S uperpad 28 Hillside Compound 15893 5365--6 
235--602-02-00 S uperpad 29 Hillside Compound 15893 5365--6 
235--602-03-00 S uperpad 30 Hillside Compound 15893 5365--6 
235--602-04-00 S uperpad 31 Hillside Compound 15893 5365--6 
235--602-05-00 S uperpad 32 Hillside Compound 15893 5365--6 
235--602-06-00 S uperpad 33 Hillside Compound 15893 5365--6 
235--602-07-00 S uperpad 34 Hillside Compound 15893 5365--6 
235--602-08-00 S uperpad 35 Hillside Compound 15893 5365--6 
235--602-09-00 Finished Lot 36 Farmhouse 15893 5365--6 
235--602-10-00 Finished Lot 37 Farmhouse 15893 5365--6 
235--602-11-00 Finished Lot 38 Farmhouse 15893 5365--6 
235--602-12-00 Finished Lot 39 Farmhouse 15893 5365--6 
235--602-13-00 IA 1 X--NAP 
235--602-14-00 IA 1 X--NAP 
235--602-15-00 IA 1 X--NAP 
235--602-16-00 IA 1 X--NAP 
235--603-01-00 S uperpad 40 Hillside Compound 15893 5365--6 
235--603-02-00 S uperpad 41 Hillside Compound 15893 5365--6 
235--603-03-00 S uperpad 42 Hillside Compound 15893 5365--6 
235--603-04-00 S uperpad 43 Hillside Compound 15893 5365--6 
235--603-05-00 S uperpad 44 Hillside Compound 15893 5365--6 
235--603-06-00 S uperpad 45 Hillside Compound 15893 5365--6 
235--603-07-00 S uperpad 46 Hillside Compound 15893 5365--6 
235--603-08-00 S uperpad 47 Hillside Compound 15893 5365--6 
235--603-09-00 Finished Lot 48 Farmhouse 15893 5365--6 
235--603-10-00 Finished Lot 49 Farmhouse 15893 5365--6 
235--603-11-00 Finished Lot 50 Farmhouse 15893 5365--6 
235--603-12-00 Finished Lot 51 Farmhouse 15893 5365--6 
235--603-14-00 IA 1 X--NAP 
235--603-15-00 IA 1 X--NAP 



235-603-16--00 IA 1 X--NAP 
235-603-17--00 IA 1 X--NAP 
235-603-18--00 IA 1 X--NAP 
235-603-19--00 IA 1 X--NAP 
235-603--20--00 IA 1 X--NAP 
235-603--22--00 IA 1 X--NAP 
235-603--23--00 IA 1 X--NAP 
235-603--24--00 Existing House 52 Existing House 15893 5365-6 
235-61 0--01--00 95% + 1 Lusitano 2,018.0 15894 5365-7 
235-61 0--02--00 95% + 2 Lusitano 1,686.0 15894 5365-7 
235-61 0--03--00 95% + 3 Lusitano 1,873.0 15894 5365-7 
2 35-61 0--04--00 95% + 4 Lusitano 1,686.0 15894 5365-7 
235-61 0--05--00 95% + 5 Lusitano 2,018.0 15894 5365-7 
2 35-61 0--06--00 95% + 6 Lusitano 1,873.0 15894 5365-7 
235-610--07--00 95% + 7 Lusitano 1,686.0 15894 5365-7 
2 35-61 0--08--00 95% + 8 Lusitano 1,873.0 15894 5365-7 
2 35-61 0--09--00 95% + 9 Lusitano 2,018.0 15894 5365-7 
235-610-10--00 95% + 10 Lusitano 2,028.0 15894 5365-7 
235-61 0-11--00 95% + 11 Lusitano 1,873.0 15894 5365-7 
235-61 0-12--00 95% + 12 Lusitano 1,686.0 15894 5365-7 
235-61 0-13--00 95% + 13 Lusitano 1,873.0 15894 5365-7 
235-61 0-14--00 95% + 14 Lusitano 2,028.0 15894 5365-7 
235-61 0-15--00 95% + 15 Lusitano 1,686.0 15894 5365-7 
235-61 0-16--00 95% + 16 Lusitano 1,873.0 15894 5365-7 
235-610-17--00 95% + 17 Lusitano 1,686.0 15894 5365-7 
235-61 0-18--00 95% + 18 Lusitano 2,028.0 15894 5365-7 
235-61 0-19--00 Fin Lot 19 Analucia 15894 5365-7 
2 35-61 0--20--00 Fin Lot 20 Analucia 15894 5365-7 
235-610--21--00 Fin Lot 21 Analucia 15894 5365-7 
235-61 0--22--00 Fin Lot 22 Analucia 15894 5365-7 
235-61 0--23--00 Fin Lot 23 Analucia 15894 5365-7 
2 35-61 0--24--00 Fin Lot 24 Analucia 15894 5365-7 
235-61 0--25--00 Fin Lot 25 Analucia 15894 5365-7 
2 35-61 0--26--00 Fin Lot 26 Analucia 15894 5365-7 
235-610--27--00 Fin Lot 27 Analucia 15894 5365-7 
2 35-61 0--28--00 Fin Lot 28 Analucia 15894 5365-7 
2 35-61 0--29--00 Fin Lot 29 Analucia 15894 5365-7 
235-61 0-30--00 Fin Lot 30 Analucia 15894 5365-7 
235-610-31--00 Fin Lot 31 Analucia 15894 5365-7 
235-61 0-32--00 Fin Lot 32 Analucia 15894 5365-7 
235-61 0-33--00 Fin Lot 33 Analucia 15894 5365-7 
2 35-61 0-34--00 Fin Lot 34 Analucia 15894 5365-7 
235-61 0-35--00 Fin Lot 35 Analucia 15894 5365-7 
235-61 0-36--00 Fin Lot 36 Analucia 15894 5365-7 
235-610-37--00 Fin Lot 37 Analucia 15894 5365-7 
235-61 0-38--00 Fin Lot 38 Analucia 15894 5365-7 
235-61 0-39--00 Fin Lot 39 Analucia 15894 5365-7 
2 35-61 0-40--00 Fin Lot 40 Analucia 15894 5365-7 
235-61 0-41--00 Fin Lot 41 Analucia 15894 5365-7 



LAND DEVELOPMENT ANALYSIS 
DISCOUNTED CASH FLOW 



RES IDENTV\L 
Lusitano 7,820,00J - $ 7,820,00J 
Canteridge 1,920,00J - $ 1,920,00J 
Seabreeze 13,250,00J - $ 13,250,00J 
Andalucia 13800JOO $ 13,800,00J 
Whittingham 11,475,000 $ 11,475,00J 
Village Court 8,800,000 - $ 8,800,00J 
rvlartingale 6,210,00J $ 6,210,00J 
Hillside ComlX)und 5,520,00J $ 5,520,00J 

TOTAL RESIDENTlA.L 1,920,00J 21,070,00J 13,800,00J 20,275,000 6,210,00J 5,520,00J $ 68,795,00J 
COMMERCV\L 1,735,00J $ 1,735,00J 
OTHER REVENUE - $ 

TOTAL REVENUES $ 1,920,00J $ 21,070,00J $ - $ 13,800,00J $ 20,275,000 $ - $ 6,210,00J $ 7,255,00J $ 70,530,00J 

PROJECT COSTS: 

TOTAL PROJECT COSTS $ 930,981 $ 930,981 $ 930,981 $ 930,981 $ 930,981 $ 930,981 $ 5,585,886 

NET INCOME $ 20,139,019 $ (930,981) $ 12,869,019 $ 19,344,019 $ (930,981) $ 5,279,019 $ 7,255,00J $ 42,885,095 

NET PR ESE NT VALUE 
Quarterly Discount Factor 
Discount Factor 0.18 l.021 l.064 l.109 l.156 l.205 l.256 l.309 l.364 
Discounted Cash F lcw 18,927,034 (839,488) 11,133,935 16,057,556 (741,486) 4,034,084 5,319,351 

Cumulative $ - $ 18,927,034 $ 18,087,546 $ 29,221,481 $ 45,279,037 $ 44,537,551 $ 48,571,635 $ 53,890,986 $ 53,890,986 

Discount Factor 0.22 l.025 l.077 l.132 l.190 l.251 l.314 l.381 l.452 
Discounted Cash F lcw 18,691,897 (822,178) 10,813,856 15,466,495 (708,265) 3,821,365 4,997,039 

Cumulative Cash Flew $ - $ 18,691,897 $ 17,869,719 $ 28,683,575 $ 44,150,070 $ 43,441,804 $ 47,263,169 $ 52,260,208 $ 52,260,208 



BUILDER-OWNED HOMES 
DISCOUNTED CASH FLOW ANALYSES 



Harmony Grove Village Canteridge Discounted Cash Flow Analysis 

MONTH MONTH 1 MONTH 2 MONTH 3 TOTAL 

INCOME: 
Retail Sales $1,129,680 $1,129,680 $1,129,680 $3,389,040 

TOTAL INCOME $1,129,680 $1,129,680 $1,129,680 $3,389,040 

EXPENSES: 
Remaining Costs ($30,046) ($30,046) ($30,046) ($90, 1 38) 
Marketing & Carrying Expenses ($90,374) ($90,374) ($90,374) ($271,123) 
Profit ($90,374) ($90,374) ($90,374) ($271,123) 

TOTAL EXPENSES ($210,795) ($210,795) ($210,795) ($632,384) 

NET CASH FLOW $918,885 $918,885 $918,885 $2,756,656 
Discount Factor 0.9917 0.9835 0.9754 

DISCOUNTED CASH FLOW $911,291 $903,760 $896,291 $2,711,342 

CUMULATIVE DISCOUNTED $911,291 $1,815,051 $2,711,342 $2,711,342 
CASH FLOW 



Harmony Grove Village Seabreeze Discounted Cash Flow Analysis 

MONTH MONTH 1 MONTH 2 MONTH 3 MONTH 4 MONTH 5 TOTAL 

INCOME: 
Reta ii Sales $1,999,967 $1,999,967 $1,999,967 $1,999,967 $1,999,967 $9,999,834 

TOTAL INCOME $1,999,967 $1,999,967 $1,999,967 $1,999,967 $1,999,967 $9,999,834 

EXPENSES: 
Remaining Costs ($51,078) ($51,078) ($51,078) ($51,078) ($51,078) ($255,391) 
Marketing & Carrying Expenses ($159,997) ($159,997) ($159,997) ($159,997) ($159,997) ($799,987) 
Profit ($159,997) ($159,997) ($159,997) ($159,997) ($159,997) ($799,987) 

TOTAL EXPENSES ($371,073) ($371,073) ($371,073) ($371,073) ($371,073) ($1,855,364) 

NET CASH FLOW $1,628,894 $1,628,894 $1,628,894 $1,628,894 $1,628,894 $8,144,470 
Discount Factor 0.9917 0.9835 0.9754 0.9673 0.9594 

DISCOUNTED CASH FLOW $1,615,432 $1,602,081 $1,588,841 $1,575,710 $1,562,688 $7,944,752 

CUMULATIVE DISCOUNTED $1,615,432 $3,217,513 $4,806,354 $6,382,064 $7,944,752 $7,944,752 
CASH FLOW 



Harmony Grove Village Lusitano Discounted Cash Flow Analysis 

MONTH MONTH l MONTH 2 MONTH 3 MONTH 4 TOTAL 

INCOME: 
Retail Sales $1,577,441 $1,577,441 $1,577,441 $1,577,441 $6,309,763 

TOTAL INCOME $1 577441 $1 577 441 $1 577 441 $1 577441 $6,309.763 

EXP ENS ES: 
Remaining Costs ($45,069) ($45,069) ($45,069) ($45,069) ($180,276) 
Marketing & Car,ying Expenses ($126,195) ($126,195) ($126,195) ($126,195) ($504,781) 
Profit ($126,195) ($126,195) ($126,195) ($126,195) ($504,781) 

TOTAL EXPENSES ($297,460) ($297,460) ($297,460) ($297,460) ($1,189,838) 

NETCASH FLOW $1,279,981 $1,279,981 $1,279,981 $1,279,981 $5,119,925 
Discount Factor 0.9917 0.9835 0.9754 0.9673 

DISCOUNTED CASH FLOW $1,269,403 $1,258,912 $1,248,508 $1,238,189 $5,015,012 

CUMULATIVE DISCOUNTED $1,269,403 $2,528,315 $3,776,823 $5,015,012 $5,015,012 
CASH FLOW 



Harmony Grove Village Andalucia Discounted Cash Flow Analysis 

MONTH MONTH 1 MONTH 2 MONTH 3 TOTAL 

INCOME: 
Retail Sales $708,238 $708,238 $708,238 $2,124,714 

TOTAL INCOME $708,238 $708,238 $708,238 $2,124,714 

EXP ENS ES: 
Remaining Costs ($15,023) ($15,023) ($15,023) ($45,069) 
Marketing & Carrying Expenses ($56,659) ($56,659) ($56,659) ($169,977) 
Profit ($56,659) ($56,659) ($56,659) ($169,977) 

TOTAL EXPENSES ($128,341) ($128,341) ($128,341) ($385,023) 

NET CASH FLOW $579,897 $579,897 $579,897 $1,739,691 
Discount Factor 0.9917 0.9835 0.9754 

DIS COUNTED CASH FLOW $575,104 $570,351 $565,638 $1,711,094 

CUMULATIVE DISCOUNTED $575,104 $1,145,456 $1711094 $1 711 094 
CASH FLOW 



FINISHED LOT LAND SALES MAP 
& SUMMARY CHART 
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FINISHED LOT LAND SALES SUMMARY CHART 

Data Location/APN Sales # Lots / Lot 5 ize/ Sales Price/ Est. Finished Comments 
No. Date Acres Density Price per Lot Lot Price 

l 1835 Buena Vista Way, Carlsbad/ Shea advertising as Lanai Court II. 
156-220-01 (Yada Family Trust/ Current 12 / 9,500 $4,850,000 I $610,000 Adjacent to Data l. Appears to be 
N/A) Escrow 3.84 3. l du,ac $404,167" assemblage but due to escrow, unable 

to verifty. 
2 W f, Rancho Del Oro at Ocean Lennar planning 70 3-5tory 

Ranch Blvd, Oceanside / 160-572- 7/17 70 I Townhomes $7,500,000 I $192,950 townhomes with sizes ranging from 
43, 45 and portion of 160-572-l 0 4.83 14.5 du,ac $107,143 l ,708 to 2,215 square feet 
(ShopoffLand Fund /Lennar 
Homes) 
1833 Buena Vista Way, Carlsbad/ Shea advertising as Lanai Court II, a 

3 156-220-02 (Robert Miles Living 4/17 10 / 9,500 $4,000,000 I $550,000 continuation of their successful Lanai 
Trust /Shea Homes LP) 3.09 3.2 du,ac $400,000 Court near 1-5 and Las Flores Drive 

which sold outwith prices from $1.2 to 
$1.3 Million. 

4 1630 5. Melrose Drive, Vista / Warmington optioned property from 
183-220-30 /Warmington 3/17 47 I 14.97 $4,300,000 I $230,000 Church for $2.5M; mapped and 
(Christian Science Church) / 3.14 DU,ac $91,489 commenced engineering and 
Lennar Homes architectural plans for 47 3-5tory 

townhomes. Existinq Church on site. 
Site previously in graded superpad 

5 W f, Vine St, N,O Oceanside Blvd. l /17 58 / 9.2 DU/Ac $6,405,000 $230,000 condition with surrounding streets in 
Oceanside / 152-320-40 6.3 $110,431 place. Across from existing hotel & gas 

station. 
E,O l-l5 Frwy, 5,0 Canonita Dr., Horse Creek Ridge MPC. Guest 

6 Unincorporated San Diego County Offers 115 / 5,000 N/A $250,000+ builder site wfin MPC by DR Horton. 
Por of 109-421-21 N/A General Fallbrookarea. 
W f, Twin Oaks Valley Rd., N,O Infill site purchased by CalMantic 

7 Windy Way, San Marcos l /17 19 / 6,000 $2,303,000 $296,000 Group. Using models in Toscana (Del 
218-l 10-05 4.88 5 ur) to market P re-5ales opened 5/17. 
W ,0 Twin Oaks Valley Rd., at Westerly product at Rancho Tesoro. 

8 Santa Barbara Dr., San Marcos 12/16 71 7,200 $18,415,000 $320,000 Quasi JV w/Brookfield negotiated in 
Por of 221-091-21; 222-080-59 & $259,366 '15. Homes 2,801-3,521 SF. Prices 
222-170-28 $750,000 to $800,000. 



Data Location/APN Sales # Lots / Lot Size/ Sales Price/ Est. Finished Comments 
No. Date Acres Density Price per Lot Lot Price 

Both sides of Carmel Valley Rd. at Corzano by CalA~antic now selling on 
9 Wineridge Rd, Del Sur area of l l /16 58 4,700 $24,500,000 $311,400 4,700 square root lots now selling in 

Unincorporated San Diego County $143,275 Allocated the high $900,000s. In MPC adjacent 
Various Pas & Parcels in Book 312 (Ava 5, 6 & 7) to develooment activitv. 
Both sides of Carmel Valley Rd. at Toscana by CalAtlantic now selling on 

10 Wineridge Rd, Del Sur area of l l /16 61 5,200 $24,500,000 $302,000 5,200 square root lots now selling in 
Unincorporated San Diego County $143,275 Allocated the $1,050,000 to $1, l 00,000 range. 
Various Pgs & Parcels in Book 312 (Avg 5, 6 & 7) In MPC adjacent to development 

activity. 
Both sides of Carmel Valley Rd. at Castello by CalA~antic on 6,400 

l l Wineridge Rd, Del Sur area of l l /16 52 6,200 $24,500,000 $384,000 square foot lots now selling in the 
Unincorporated San Diego County $143,275 Allocated $1,240,000 to $1,400,000 range. In 
Various Pgs & Parcels in Book312 (Avg 5, 6 & 7) MPC adjacent to development activity. 
Np Mesa Dr. at Newport Way Oceanside Summerset Estates. 

12 Oceanside l l /16 22 6,400 $5,000,000 $432,000 Homes range 2,487to 3,307SF w/ 
Various in Book 146 Avg. $227,273 Prices $753,000 to $952,000. View 

premiums up to $50,000. 
3899 Rancho Summit Dr. Shea purchased final map. Lots range 

13 Encinitas (Olivenhain) l /15 28 l Ac $ l 0,650,000 $735,000 from 0.87 Ac. To l.5 Ac. Most lots 
Various in 264-590 & 264-59 l Minimum $380,357 have views. 



COMMERCIAL LAND SALES MAP AND 
SUMMARY CHART 
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Commercial Land Sale S ummaty 
Data Location/APN Sale Size Price/ 
No. (Seller;Buyer) Date Acres Price Sg. Ft. Comments 

S ;s Elfin Fore st Road between 
San Elijo Hills Road, San Elijo 3/17 1.94 $1,300,000 $15.38 Planned for 22,888 SF retail 
Hills, San Marcos / 223--630-23/ center at entrance to San E lijo 
(San E lijo Hills Town Center LLC / Hills. SimilarCFD. 
SE H Lifestyle Center LLC) 

2 220W. Mission Ave. 11 /16 1.57 $1,350,000 $19.74 Long escrow to obtain self-
E scondido/229-120-76 storage use. No CFD. 
(N.lsland Financial Credit/222 W. 
Mission SP, LLC 

3 E ;s Vista Way, S ;O 6/16 4.62 $3,050,000 $15.16 Adjacent to existing retail center. 
Palomar Pl., Vista/173--065-25 NoCFD 
(Monte Mar Land,LLC/Hesperia 
Outpost, LP) 

4 SWC Escondido Blvd. & 4/16 0.32 $875,000 $20.09 Small corner site in older area. 
4th Ave., Escondido/233-150--05 No CFD. 
(Marve I S imbach/AMR E 
Properties, LLC) 

5 E/5 Santa Anita Dr., N;O 12/15 0.97 $550,000 $13.02 Poor commercial location. 
Santa Fe Ave., Vista/175--080-51 Slopes up. No CFD 
(Anita Place Partners, LLC/ 
Rancho Estates, Inc.) 

6 E/5 Rancho Santa Fe Rd. 4/16 0.49 $300,000 $14.06 Buyer to hold for future 
S ;O La Mirada Dr. commercial development. No 
San Marcos/219-221-26 CFD. 
(Union Bank ofCalif;Norwood, Z 
M & Co., Inc.) 



IMPROVED RESIDENTIAL SALES MAP 
& SUMMARY CHART 
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IMPROVED RESIDENTIAL SALES SUMMARY CHART 

* PricepF 
Data Project Name Room Floors/ Lot Base Price less After 
No. Locationj[)eveloper Plan Count Size (SF) Parking Size/ Sales Price Incentives / Incentives Incentives 

Concessions 
Cante ridge l 3 /2.5 1,920 2 /2 2,550 $513,000 $5,000 with design $505,500 $263.38 

l Harmony Grove, Country 2 3/3 1,922 2 /2 $528,000 center and $2,500 in $520,500 $270.81 
Club & Harmony Grove, 3 4 /3 2,075 2 /2 $538,000 closing costs with $530,500 $255.66 
Escondido /CalA~antic 3X 4 /3 2,136 2 /2 $541,000 builder's lender $533,500 $249.77 

Seabreeze, Harmony l 4 /3 2, 185-2,626 2 /2 3,600 $582,000 $7,500 in design $572,000 $26 l. 78 
2 Grove, Country Club & 2 4 /3 2,519 2 /2 $593,000 center and $2,500 in $583,000 $23 l.44 

Harmony Grove, 3 4 /3.5 2,783-3, 112 2 /2 $615,000 closing costs with $605,000 $217.39 
Escondido /CalA~antic 4 4 /3 2,277 2 /2 $585,000 builder's lender $575,000 $252.52 
Lusitano, Harmony Grove, l 3 /2.5 l ,684-1,686 2 /2 2,550 $511,000 $5,000 with design $503,500 $298.99 

3 Country Club & Harmony 2 3 /2.5 1,875 2 /2 $540,000 center and $2,500 in $532,500 $284.00 
Grove /CalA~antic 3 4 /3 2,018 2 /2 $550,000 closing costs with $542,500 $268.83 

builder's lender 
Andalucia, Harmony l 4 /4.5 3,027-3,527 2 /2 5,460 $652,400 $7,500 in design $642,400 $212.22 

4 Grove, Country Club & 2 4 /4.5 3, 182-3, 701 2 /2 $663,900 center and $2,500 in $653,900 $205.50 
Harmony Grove / 3 5 /4.5 3,640 2 /3 $676,900 closing costs with $666,900 $183.21213.5 
CalA~antic 4 4 /3.5 2,980 2 /2 $646,400 builder's lender $636,400 6 

Montessa, N. Twin Oaks 
5 Valley Road, San Marcos / l 5 /4 3,017 2 /3 6,000 $790,900 Opened in April $790,900 $262. 15 

CalA~antic 2 5 /4 3,449 2 /3 $813,900 $813,900 $235.98 

Heritage Collection, 1312 l 4 /2.5 2,325 l /3 10,000 $654,230 $5,000 in closing costs $649,230 $279.24 
6 Vista Avenue, Escondido 2 4 /2.5 2,641 l /3 $674,230 with preferred lender $669,230 $253.40 

Shea Homes 3 4 /3.5 3,012 2 /3 $678,350 $673,350$718,9 $223.56 
4 5 /4.5 3,402 2 /3 $723,920 20 $2 l l.32 

7 Westerly at Rancho l 5 /3 2,801 2 /2 4,000- $742,900 $5,000 with preferred $735,400 $262.55 
Tesoro, San Marcos / 2 5 /3.5 3,182 2 /2 6,500 $768,900 lender and $2,500 with $761,400 $239.28 
California West 3 5 /4.5 3,305 2 /2 $787,900 design center. $780,400 $236. l 3 
Communities 

8 Terracina, Rancho Tesoro, l 3 /2.5 2,211 2 /2 2,200- $645,000 $5,000 in closing with $640,000 $289.46 
San Marcos /Brookfield 2 4 /3 2,392 2 /2 3,025 $664,000 preferred lender $659,000 $275.50 
Homes 3 4 /3 2,550 2 /2 $680,000 $675,000 $264.71 

9 Vientos, Rancho Tesoro, l 4 /3 2,458 2 /2 2,400- $687,370 $7,500 in closing with $679,870 $276.59 
San Marcos /Brookfield 2 5 /3 2,646 2 /2 2,600 $702,850 preferred lender $695,350 $262.79 
Homes 3 5 /3.5 3,009 2 /2 $738,440 $730,940 $242.92 

10 Lexington - 1792 Ash l 4 /2 2,473 l /3 10,000 $693,490 $1,500 towards closing $691,990 $279.82 
S tree~ Escondido / 2 5 /3 2,875 2 /3 $703,615 with preferred lender $702,115 $244.21 
KB Home 3 5 /3 3,192 2 /3 $715,065 $713,565 $223.55 

l l Pradera, Lehner Avenue, 2 5 /4 3,061 2 /3 7,000+ $736,500 $5,000 towards closing $731,500 $238.97 
N,O 78 anad E ,0 215, 3 4 /3.5 3,381 2 /3 $767,000 with preferred lender $762,000 $225.37 
Escondido /Lennar 4 5 /4 3,606 2 /3 $762,000 $757,000 $209.93 
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QUALIFICATIONS OF KITTY S. SIINO, MAI 

Education 

Bachelor of Arts in Business Administration, Financial Investments, California State 
University, Long Beach, California (1980) 

Post-Graduate Study, Real Estate Development, University of California, Irvine, California 

Appraisal Institute Classes: Uniform Standards of Professional Appraisal Practice, A & B; 
Appraisal Principles; Appraisal Procedures; Basic Income Capitalization; Advanced Income 
Capitalization; Narrative Report Writing; Advanced Applications, Case Studies. 
Successfully completed all classes in addition to successfully completing the writing of a 
Demonstration Report and taking the Comprehensive Exam. Became a Member of the 
Appraisal Institute in December 1996. Have completed over 100 hours of continuing 
education through the Appraisal Institute every five years. 

Employment 

1988 -Present: 
Self-Employed Real Estate Appraiser. Duties include the appraisal of various types 
of properties such as commercial, retail, industrial and vacant land. More complex 
assignments include easements, right-of-ways and special assessment districts. From 
1996 to present, specialized in special assessment districts and community facilities 
districts appraisals for public entities, including J urupa Community Services District, 
Corona Norco Unified School District, City of Corona, City of Chula Vista, City of San 
Marcos and City of Moreno Valley. 

1986-1988: 
Project Manager of Development for Ferguson Partners, Irvine, California. Duties 
included land acquisitions; review of fee appraisals and valuations; analysis of 
proposed development; planning and design; and management of development, 
construction and lease-up. The types of properties developed were commercial and 
industrial. Duties ranged from raw, vacant site development through property 
management of recently developed projects. 

1981 -1986 
Manager of Finance, Construction for Community Development Division, The 
Irvine Company, Irvine, California. Duties included originating and managing a 
newly formed division of finance to bridge between the accounting functions and 
project management functions. Worked with analysis and budgets for Community 
Development Division. Coordinated with cities in forming new Assessment Districts 
and Community Facilities Districts to finance major infrastructure improvements. 
Types of properties were apartments and single-family residential lots on a for sale 
basis to apartment and homebuilders. 

1980-1981 
Investment Counselor, Newport Equity Funds, Newport Beach, California. Duties 
included obtaining private financing for residential properties, working with appraisals 
of properties and analyzing the investments. 



Licenses 
Real Estate Sales Person, State of California, 1980 
Certified General Appraiser, State of California (#AG004793) 

Organizations 
MAI #11145 - The Appraisal Institute 

Public Financing 
CASTOFF Meetings, 2006, 2007, 2008, 2009, 2010, 2011, 2013, 2014, 2015 and 2016 

Speaker, Mello-Roos & Special Assessment Financing, UCLA Extension Public Policy 
Program, February 2009 and March 2011 



Professional Experience 
Appraisal 

Consulting 

Professional Employment 

PROFESSIONAL QUALIFICATIONS 
LARRY W. HEGLAR, MAI 

Mr. Heglar has experience in the appraisal of various residential and incorre--produc::ing properties 
including rm.ster--planned comnmities, corrrnercial, industrial, office, medical buildings, 
apartrrent bui I dings, planned unit developrrents, shopping centers, hotels and rrotel s, post office 
buildings, corporate headquarters and rrulti-<ise projects. He has rrore than 40years of real estate 
experience. 

Mr. Heglar' s experience has included acquisitions and diSfX)sitions of residential subdivision 
property, rraster planned cormunities, portfolio adviceistrategies planning, highest and best use 
studies, project feasibility and rrarketing studies. 

Nov, 2012 to Present-f'rincipal,Qwner, LarryW. Heglar & Associates, Huntington Beach, CA 

Orange County based appraisal and consulting firm providing a broad scope of real estate services including appraisals, 
market studies and litigation SUP(X)l't Projects included rm.ster planned comrrunities, subdivisions and large investrrent 
properties. Locations included properties rm.inly in Southern California 

Mar, 2007 to November 2012-Sage Community Group, Consul tan~ N""IJOrt Beach, CA 

Develops strategyftr,ethodology for disposition of land assets in California, Nevada and Ariwna Assists in developing 
strategy for institutional investors in the acquisition of land assets during econorric slow-down. Assists in rranagerrent 
of land assets for Sage Cormunity Group and for financial institutions on REO assets. 

Feb 2001 to Oct 2006 -Pulte Hornes, Vice-f'residentof Land Acqui~tion, Irvine CA 
Oversaw the purchase and sale of land for Orange Countypouth Riverside County Division, as well as North Inland 
E rrp re Division. Transactional experience throughout Southern California in rrost rm.jor rrarkets. 

R espon~ bi I ities included seeking development opportunitie~ analy~ s of potential acqui ~tions, negotiation of terms, 
coordination of legal documentation and internal land purchase approvals. 

Hired and trained professional land personnel. 

Jan 1993 to Feb 2001 -Principal,Qwner, LarryW. Heglar & Associates, Irvine CA 
Orange County based appraisal and consulting firm prc:,.,iding a broad scope of real estate services including appraisals, 
rrarket studies and feasibility analyses. Projects included master planned cormunities, rrilitary bases, subdivisions, 
I arge i nvestrrent properties and fX)l'tfol i o properties. Locations incl uded properties mli nly i n Southern Cal i forni a as 
well as Northern California, Colorado, Florida 

Office and associated with Institutional Housing Partners, a Cal Pers advisor. 

April 1984 toJ an 1993 - The Irvine Company, Vice-President Land Sales, N""IJOrt Beach CA 
Respon~ble for managing and conducting the analysis, negotiations and documentation of residential subdivi~on and 
institutional land sales for The Irvine Corrpany. Negotiated rrore that 80transactions for c:,.,er $660rrillion in land 
revenue. 

Oversaw escrow process and collection of bui Ider payrrent of price and profit partici pa.ti on. 

Jan 1983 to April 1984 -Appraiser,J ohn 5. Adams & Associates, N""IJOrt Beach CA 
Appraisal assignrrents specializing in inc::orre properties located in Southern California 

Jan 1979 toJ an 1983 -Manager of Appraisal~ The Irvine Company, Newport Beach CA 
Coordinated the appraisal requirerrents with outside valuation consultants and recomrended strategies to upper 
managerrent 

Feb l978toJ an 1979-Regional Appraiser, United California Mortgage Company, Tustin CA 
Chief staff appraiser for the rrortgage banking operations of UCB first Interstate Bank in Orange County. Responsible 
for all loan appraisals on income properties. 

July 1971 to Feb 1978 -Real E stateAnalys~ Coldwell Banker, Los Angeles CA 
Conducted appraisals on all major types of real estate including re~dential, commercial, industrial and special use 
properties mainly in California but also in Maryland, Washington, New Jersey and Illinois. 



Education 

San Diego State University -Bachelor of Arts in Geography. 

Appraisal Institute Courses-

• Course IA (AIREA)- PrinciplesofReal Estate Appraising, 1972 

• Course IB (AIREA) - PrinciplesofReal Estate Appraising, 1974 

• Course II (AIREA)- Urban Real Estate Appraisal, 1975 

• Course VI (AIREA)-Techniquesand Mathematics of Capitalization, 1977 

• Course IV (AIREA)-CondemnationAppraisal Practice, 1978 

• Standards of Professional Practice, 1990 

• Course410& 420, StandardsofProfessional Practice, (Appraisal Institute), 1995 

• Continuing Education - The Appraisal Institute and California Office of Real Estate Appraisers provides 
nurrerous serrinarsandworkshops to satisfy continuing education requirerrents. The Urban Land Institute and 
other real estate organizations also provide programs that Mr. Heglar has attended for continuing education 
requi rerrents. 

Professional Affiliations 

Urban Land Institute, Associate Merrber 

LarrudaAlpha International, Honorary Land Econorrics Society, Former Chapter Pre~dent and International Board of 
Governors Officer 

BIA, Orange County 

Board of Di rectors, Irvine Campus Hou~ ng Authority, 1999 to 2008 

Appraisal Institute, MAI Designation, (Merrber No. 6602) 

Representative Appraisal Assignments (within past ten years) 

I ncorne Property Appraisals 

Industrial-

• 
• 
• 
• 
• 
• 
• 
• 
• 
• 
• 
• 
• 
• 

Apartments-

• 
• 
• 
• 

Retail Centers-

• 

• 

l 7120Main Street Gardena, 186,000 square feet in three buildings on 9.40Acres. Leased to three tenants 
l 3226Alondra Boulevard, Cerritos, 128,000 square feet on 5.42 acres~ Single tenant 
LAM BERT PALM BUSI NESS CENTER, La Habra, 188,644 square foot multi-tenant business park 
AIRPORT DISTRIBUTION CENTER, Las Vegas, 69,592 square foot multi-tenant bu~ness park 
240SPECTRUM BOULEVARD, Las Vegas, 45,394 square foot multi-tenant business park 
COMMERCE CENTER, Santa Fe Springs, 81,117 square foot multi-tenant bu~ness park 
PUMICE CARMENITA INDUSTRIAL PARK, 29,808 squaref~ multi-tenantbu~ness park 
CLAUSET INDUSTRIAL PARK, 103,546 square foot multi-tenant business park 
1350 Philadelphia Street Pomona, 85,851 square foot trucking facility on l l.76Acres 
3561 Philadelphia Street Chino, 14, 360 square foot trucking facility on 4. 137 Acres 
1090 E. Belmont Street Ontario, 128,552 square foot distribution facility on l l.23Acres 
1773 Whittier Avenue, Costa Mesa, 20,800 square foot multi-tentant business park on l. 137 Acres 

Gilead Science~ San Dimas, Four bio-med,office buildings totalling 191,100 square feet on l2.78Acres 

THE PARK@ THE IRVINE SPECTRUM, 762 unit apartment project on l3.78Acres 
SAN CARLO APARTMENTS, Irvine, 354 unit apartment project on 2l.398Acres 
SANTA CLARA APARTMENTS, Irvine, 378 unit apartment project on l6.368Acres 
HERITAGE POINT APARTMENTS, Irvine, 342 unit apartment project on l5.028Acres 

AL TON SQUARE SHOPPING CENTER, Irvine, 35,451 square foot shopping center on l l.559 acres and 
achored by Ralph's Market and CVS Drug Store 
l 7'" St & Newport Blvd., 28,468 square foot leasehold shopping center in Costa Mesa on 2.6 acre~ 



Office Buildings-

• ONE GOLDEN SHORE, Long Beach, 32,000 square foot office building on 2.42 Acres 
• 1601 Avocado Avenue, Newport Beach, 12,547 square foot rredical office building on 0.90acres 
• 1928 5. Grand Avenue, Santa Ana 210,000 square foot single story building lease to County of Orange 

Hotel Properties-

• Portfolio of ~x hotel properties with following locations: Seal Beach (l 15 rooms), Corona (171 rooms), 
Redlands (107 rooms), Moreno Valley (127 rooms), Chino Hills (124 rooms) & Diarrond Bar ( 125 rooms) 

Land Appraisals-

• CAPISTRANO UNIFIED SCHOOL DISTRICT, proposed 14 acre school site in Rancho Mission Viejo 
• MORENO VALLEY, 52 acres of unenti~ed land adjacent to freeway 
• MOTTE RANCH, 638 acres of unenti~ed land near San Jacinto, River~de County 
• UCI APARTMENT SITE, Ground lease land valuation of 72.5 acres site irrproved with 1,753 studentapartrrent 

units 
• ROWLAND HEIGHTS OPEN SPACE, l6&75acresofvacantland 
• CANYON VIEW, proposed 92 lot residential subdivi~on in Palm Springs 
• 1926 PACIFIC COAST HIGHWAY, proposed 52 unit condorrinium plus 10,000 square feet of retail in Redondo 

Beach 
• SOUTH COAST BUILDERS, proposed 28 lot subdivi~on in Costa Mesa on Harbor Boulevard 
• LAKESIDE, RIVERSIDE COUNTY, Master planned community, 450acres and 334 re~dential homes 
• WEST COYOTE HILLS SPECIFIC PLAN, FULLERTON, Master planned community, 5l0acres, approxirmtely 

750 residential units 
• Land for proposed hotel on UCI Campus 
• LOS TV ALLEY, 1,353 acre property owned by Boy Scounts of America in eastern San Diego County 
• LAMB SCHOOL SITE, HUNTINGTON BEACH, new residential subdivision 
• WARDLOW SCHOOL SITE, HUNTINGTON BEACH, new residential subdivision 
• UNIVERSITY OF CALIFORNIA, IRVINE, Proposed Hotel Site 
• MOUNTAIN PARK, ANAHEIM, Portion of Master Planned Community 
• CHRISTOPHER DEVELOPMENT GROUP, WESTMINSTER, 80Lot5ubdivision 
• HIGHLAND HILLS, SAN BERNARDINO, 543acresenti~edfor l,516re~dential units~ots. 
• VAIL LAKE RANCHO CALIFORNIA, LLC, 497 acres of vacant unenti~ed land. Purpose for bankruptcy 

proceedings. 
• PARK PLACE, SANTA CLARITA, LOS ANGELES CO., 522 acresofraw landwithAppr<NedTentative Tract 

Map for 492 re~dential lots. 
• JP RANCH, CALI MESA, RIVERSIDE CO., 38 acres dedicated for open space;Wildlife corridor 
• NAKASE NURSERY, LAKE FOREST, ORANGE CO., 120 unenti~ed land, General Plan for bu~ness park use. 
• TUSTIN LEGACY, 29.18 acre apartrrent site developed with 758 units 
• CHINO HILLS, CHINO, SAN BERNARDINO CO., 400acresofopen space. 
• UNIVERSITY PARK, PALM DESERT, RIVERSIDE CO., l65Acrespartiallyimpr<NedlandwithApproved 

Tentative Tract Map for 169 lots 

• ADAM 5 CANYON RANCH, SANTA PAULA, VENTURA CO., 4,714 acres of vacant land adjacent to the City 
of Santa Paula 

• DOS VIENTOS, THOUSAND OAKS, VENTURA CO., l,OOOacresofvacant raw land. 
• CHI NO PRESERVE, CHINO, CA-Southerly portion of rmster planned community consisting of approxirmtely 

614 acres and enti~ements for 4,566 residential units and commercial development Purpose was for estate 
planning. 

• MESA VERDE ESTATES SPECIFIC PLAN, CALIMESA, CA-Master planned community with l,492acresand 
enti~ements for 3,450 units pl us commercial development Purpose was for bankruptcy proceedings. 

• SUNSET RIDGE, WILDOMAR, CA-Master planned community con~sting of approxirmtely 792 aces and 
proposed for albout l, 180 residential units Purpose was for buy-rut of partner. 

• SHEA TRILOGY, RIVERSIDE CO., CA-Approxirmtely 250acres of vacant land surrounding an active adult 
comrrunity and golf course adjacent to Corona in unincorporated Riverside County. Purpose was for dedication of 
Open 5 pace Conservation land and dedication of W e~ands Conservation Easement 



• ONTARIO FESTIVAL, ONTARIO, CA-Proposed rrixed-<Jse developrrenton approxirmtely 24 acres consisting 
of 31 l residential units and 2. 5 acres of corrmercial enti~errents Purpose was for bankruptcy proceedings. 

• TALE GAV ALLEY, SAN CLEMENTE, CA-Orange County, coastal rmster planned cormunity consisting of 
3,479 acres and rrore than 4,000 residential lots with corrmercial, support institutional and recreational use~ 

• MCAS TUSTIN, CA-forrrer Tustin Marine Corps Base rmster planned for a l,288acre cormunity to be 
irrpr<Ned with rrore than 1,500 residential units~ots with industrial, corrmercial support institutional and 
recreational uses. 

• DANA POINT HEADLANDS, DANA POINT, CA-Raw land with potential forapproxirmtely 200ocean 
oriented residential lots plus hotel and corrmercial site. 

• FORSTER RANCH, SAN CLEMENTE, CA-Master planned cormunitywith about 534 acres and 1,037 
residential lots plus recreational uses. 

• PORTA BELLA, SAUGUS /NEWHALL, CA-Specific plan for approxirmtely 2,900 lots along with retail, 
comrrercial & industrial land uses on 996 acres. 

• BEL MARIN KEYS V, MARIN COUNTY, CA-Specific plan for approxirmtely 800 residential lots on rrore than 
l,600acres with access to San Francisco Bay. 

• EL DORADO HILLS, EL DORADO COUNTY, CA-Specific plan for approxirmtely 2,700 lots/llnits on 2,245 
acres including about 200 acres of comrercial fi ndustrial uses. 

• SADDLEBACK MEADOWS, ORANGE COUNTY, CA-Planned for approxirmtely 705 lots on 222 acres. 
• SERRANO HEIGHTS, ORANGE COUNTY, CA-Specific plan for 1,210 lots/llnits on 533 acres including 

recreational uses. 
• MISSION OAKS RANCH, BUEL TON AREA, SANTA BARBARA COUNTY, CA-Approximately 3,900acres 

of raw grazing land planned for "ranchet" developrrent 
• PARADISE HILL, SAN BER NARDINO, CA-Specific plan for 504 lots on approxirmtely 402 acre~ 
• Two single farrily subdivi~ons in the Village of Northwood, Irvine. 
• StonecrestVillage, San Diego. Single farrily residential subdivision with 88 lots with average si;re of 4,500 square 

feet 
• Orangecrest Hills, River~de. Single farrily residential subdivi~onwith 132 lotswith rrinirrum lot si;re of 7,200 

square feet 
• Laguna B each,Crystal Cove State Park. Total of approxi rmtely 40 acres for possible exchange of land between 

State of California, school district and private land owner. 
• Peninsula Pointe, Rancho Palos Verdes. Residential subdivision with 37 lots ranging from 12,000 to 25,000 square 

feet 
• Single farrily subdivision in Tustin Ranch. 162 lots with 6,390 square foot rrinirrum lots si;res. 
• Single farrily subdivi~on in Aliso Viejo. 154 lots with 5, JOO square foot rrinirrum lot si;re. 
• Canyon Vista, Oceanside. Approxi rmtely 55 acres approved for 93 lot ~ ngle farri ly subdivi ~on. 
• Santa Rosa Colony II, Ventura Co. Approxirmtely 50acres of raw land. Potential for developrrentwith ION 

density subdivision. 
• Rancho San Clerrente. 84 lot ~ngle farrily subdivi~on with lots 5,000 square foot rrinirrum si;re. 
• Brentwood project in Rancho Cucamonga. Proposed, 90 lot residential subdivision with 9,000 square foot 

rrini rrum lot size. 
• Willowbrook project in Mountain Gate Planned Comnmity, Corona Lots in an existing subdivision totaling 51 

with a rrinirrum lot~,., of 7,200 square feet 
• Heather Ridge project in Mountain Gate Planned Cormunity, Corona Lots in an existing subdivi~on totaling 58 

with a rrinirrum lot~,., of 4,750 square feet 
• Long Canyon, Sirri Valley. Total of 1,813 acres with enti~errent for 652 re~dential units, all single farrily 

detached. 
• One Park Place, Irvine. Remlining 26 acre site which is a portion of an existing apartrrent project 
• Las Flores Planned Cormunity, South Orange County. Proposed 147 lot subdivi~on with 2,464 square foot 

rrini rrum lot size. 
• Las Flores Planned Cormunity, South Orange County. Proposed 48 lot subdivision with 6,000 square foot 

rrini rrum lot size. 
• Twenty rrile corridor for Foothill/Eastern Transportation Corridor. Right-of-way runs through unincorporated 

Orange County territory and through the cities of Anaheill\ Orange and Irvine. Total land area of 468 acres 
acquired for right-of-way and approxi rmtely 28,800 acres appraised. 



Land Dispositions 

Responsible for rranaging and conducting the analy~s and negotiations for re~dential subdivision and institutional land 
sales for the Irvine Corrpany. Mr. Heglar negotiated rrore than BO transactions for CNer $660 trillion in Irvine, Newport 
Beach, Tustin and Orange, CA. 

• Westpark 
• Northwood 
• Newport Coast 
• Tustin Ranch 
• Santiago Hills 

Land Acquisitions 

Responsible for rranaging and conducting the analy~s and negotiations of residential subdivision land for Pulte Hornes in 
Orange, River~de and San Diego Counties, CA. A total of 27 transactions for rrore than 7,300 lots,imits and a total land 
purchase of rrore than $433 trillion. 

• ALDERBROOK, LAKE ELSINORE, CA-Canyon Hills Master Plan Cormunity, l43SFD lots on approxirmtely 
28.6 acres. 

• ASHTON HILLS, RIVERSIDE COUNTY, CA-l96SFD lotsonapproxirmtely l40acres. 
• ST. AUSTELL II, PERRIS, CA-ll 7SFD lots on approxirmtely 15.6 acre~ 
• ST. CROIX, PERRIS, CA-l55SFD lotsonapproxirmtely20.7acres. 
• AVERLY LANE, SAN DIEGO COUNTY, CA-4S Ranch Master Planned Cormunity, 75 SFD lots on 

approxi rmtely 20 acre~ 
• WINCHESTER HILLS, RIVERSIDE COUNTY, CA-Approxirmtely 500SFD lots& SFA units within 

Winchester Hills Specific Plan on about 127 acres. 
• BELLA ROSA, IRVINE, CA-104 SFD lots on 14.0acres on The Irvine Ranch. 
• BREMERTON, RIVERSIDE COUNTY, CA-l08SFD lots on approxirmtely 2l.6acre~ 
• CACHETTE, IRVINE, CA-l lOSFD lots in Irvine Ranch rmster planned corrm.mityofWoodbury on 

approxirmtely 16.9 acre~ 
• STELLAN RIDGE, RIVERSIDE, CA-104 SFD lots on 204acre~ 
• CHASE RANCH, CORONA, CA-2l 7SFD lots on l60acre~ Approxirmtely 90 lots subsequen~y sold to another 

builder. 
• KUNNEY RANCH, RIVERSIDE, CA-l49SFD lots on l43acres. 
• KUO RANCH, RIVERSIDE, CA-23SFD lots on 49. l acre~ 
• CLAIBORNE, LADERA RANCH, MISSION VIEJO, CA-75 SFD lots on approxirmtely l4.8acres. 
• MEADOWS@ MORGAN VALLEY, TEMECULA, CA-67SFD lots on approxirmtely l6.8acre~ 
• MURRIETA HILLS, MURRIETA, CA-Approxirmtely 1,000 lots for a proposed Del Webb active adult 

comrrunity on 985.2 acres. 
• RANCHO DIAMANTE, HEM ET, CA-:Jointventure for approxirmtely 3,000SFD lots on about 700acres. 

Approxirmtely half of the project to be a Del Webb active adultcormunity. 
• SABELLA, SAN CLEMENTE, CA-75 SFD lots on approxirmtely 16.7 acres in the Talega Valley rmster planned 

comrrunity. 
• SAN ELIJO RIDGE, SAN DIEGO COUNTY, CA-131 SFD lots in the San Elijo Master Plan on approxirmtely 

32.8 acres. 
• SOLSTICE, IRVINE, CA-68 SFD lots in the Irvine Ranch rmster planned cormunity of Quail Ridge on 

approxirmtely 20acre~ 
• ST. AUSTELL, PERRIS, CA-l l7SFD lots in the Avalon rmster planned cormunity on approxirmtely 17.4 

acres. 
• STONES THROW, LAKE ELSI NORE, CA-126 SFD view lots on approxirmtely 28 acre~ 
• TIFFANY HILLS, MURRIETA, CA-l80SFD lots on approxirmtely 305 acre~ 
• VINEYARD ESTATES, MURRIETA, CA-4l lotsonapproxirmtely8.2acre~ 
• WATERMARK, LAKE ELSINORE, CA-l33SFD view lots on approxirmtely 29.6acres. 
• WEATHERLY@ CANYON HILLS, LAKE ELSINORE, CA-131 SFD lotsonapproxirmtely23.8acreswithin 

rmster planned cormunity of Canyon Hills. 
• RANCHO HIGHLANDS, TEMECULA, CA-210SFA units on approxirmtely 21. l acre~ 
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KITTY SIINO & ASSOCIATES, INC. 
REAL ESTATE APPRAISERS & CONSULTANTS 

December 8, 2017 

Michele Crichlow, Debt Finance Manager 
Finance and General Government 
County of San Diego 
1600 Pacific Coast Highway, Room 164 & 166 
San Diego, California 92101 

Reference: Supplement to Appraisal Report 
Community Facilities District No. 2008-1 Improvement Area No. 1 
(Portion of) Harmony Grove Village 
North of Harmony Grove Road at Country Club Drive 
Unincorporated San Diego County, California 

Dear Ms. Crichlow: 

At the request and authorization of the County of San Diego, we have completed a 
S upplementto the Appraisal Report for County ofS an Diego Community Facilities District 
No. 2008-1 Improvement Area 1 ("CFO No. 2008-1 IA 1 "). This Supplement is to be used 
in conjunction with the Updated Appraisal Report forthe above referenced property dated 
October 30, 2017 with a date of value of September 10, 2017 which encompasses a 
portion of the residential community known as Harmony Grove Village by CalAtlantic 
Homes ("Updated Appraisal"). Prior to the Updated Appraisal, an Original Appraisal of 
the property was completed with a June 28, 2017 date of value, however due to time 
elapse, the Updated Appraisal was needed. In lieu of updating the entire appraisal, the 
purpose of this Supplement is to bring forward the date of value to December 1, 2017 and 
conclude if the property has a value not less than the value concluded in the Updated 
Appraisal. It should be noted that this report may not be understood properly on its own 
but rather should be used only in conjunction with the Updated Appraisal. 

The purpose of this Supplement is to ascertain and discuss changes in the subject 
property along with any changes which occurred in the housing market between 
September 10, 2017 (date of value of Updated Appraisal) and December 1, 2017. 

INTE NOE DUSE OF APPRAISAL -It is the appraiser's understanding thatthe client, the 
County of San Diego, will utilize this Supplement in disclosure documents related to the 
sale of the Special Tax Bonds of CFO No. 2008-1 IA 1. This Supplement may be included 
in the Official Statement or similar document to be distributed in connection with the 
marketing and offering of the bonds. It is the appraiser's understanding thatthere are no 
other intended uses of this report. 
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SU BJ E CT PR OPE R TY - The subject property consists of 442 proposed single-family 
homes and two commercial parcels within the community known as Harmony Grove 
Village in the community of Harmony Grove in unincorporated San Diego. The subject 
property consists of various residential product lines encompassed within Tract Maps 
15888, 15889, 15890, 1 5893 and 1 5894. Please refer to the Addenda of this Supplement 
to view a table showing the ownership and condition by lot as of September 10, 2017 
(from Updated Appraisal) and as of December 1, 2017. 

OWNER OF RECORD AS OF DE CE MB ER 1, 2017 - Lots 2-16, 25-31, 33-38, 40-44 and 
46-71 of Tract 1 5888; Lots 1-5, 35-41, 44--64 and 66--69 of Tract 15889; Lots 1--9, 11-18, 
20-24 and 34-35 of Tract 15890; Lots 1-18, 46--63 and 78--99 of Tract 15894 are owned 
by Individual Homeowners. Lots 17-24, 39 and 45 of Tract 15888; Lots 6-34, 42-43, 65, 
70 and 72-75 of Tract 15889; Lots 10, 19, 25-33 and 36-105 of Tract 15890; Lots 1-51 
and 53 of Tract 15893; Lots 19-45, 64-77 and 100-109 of Tract 15894 are all owned by 
CalAtlantic. 

PROPERTY RIGHTS APPRAISED -The property rights being appraised are of a fee 
simple estate interest, subject to easements of record and subject to CF D No. 2008-1 IA 
1. The definition of fee simple estate is included in the Updated Appraisal. 

DEFINITIONS -
The term "Market Value" as used in this report is defined as: 

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

1. buyer and seller are typically motivated; 
2. both parties are well informed or well advised, and each acting in what 

he or she considers his or her own best interest; 
3. a reasonable time is allowed for exposure in the open market; 
4. payment is made in terms of cash in U.S. dollars or in terms of financial 

arrangements comparable thereto; and 
5. the price represents the normal consideration for the property sold 

unaffected by special or creative financing or sales concessions granted 
by anyone associated with the sale." 1 

For all other definitions please refer to Updated Appraisal. 

1 The Appraisal of Real Estate, l 3~ Edition 
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DATE OF VALUE - December 1, 2017 

DATE OF SUPPLEMENT- December 8, 2017 

SCOPE OF WORK - The following items were completed in the scope of work for this 
assignment. 

• 

• 

• 

• 

Identify additional builder home sales and closings within the subject property and 
ascertain if the sales prices have increased, stayed the same or decreased. 
Identify additional construction on the subject property and report additional 
expenditures resulting in less remaining costs to complete. 
Review and report on the subject real estate market conditions and identify any 
changes since the Updated Appraisal. 
Determine if the value is not less than the value conclusion in Updated Appraisal. 

DISCUSS ION - On November 30, 2017 an inspection of the subject property was made 
by the appraiser. In addition, sales offices were contacted and reviews of current 
information was conducted. This information included additional closings within all active 
projects within Harmony Grove Village. We observed the following changes in the 
subject property between September 10, 2017 (date of value within Updated Appraisal) 
and December 1, 2017. 

1. An additional 30 homes have closed escrow to individual home buyers. As of the 
Updated Appraisal there were 148 homes closed to individual homebuyers and as of 
December 1, 2017 there were 178 homes closed to individual homebuyers. 

2. An additional 32 homes were constructed to over 95 percent complete and an 
additional 1 O homes began construction. As of the Updated Appraisal there were 56 
homes under construction (under 95 percent complete) and 200 remaining finished 
lots. As of December 1, 2017, there were 34 homes under construction and 190 
remaining finished lots. 

3. An additional 19 homes were sold (closed and under contract). As of the Updated 
Appraisal there were 209 homes sold and as of December 1, 2017 there were 228 
homes sold. Note that sold homes include closed homes, homes that are over 95 
percent complete, homes under construction or finished lots, all in escrow. 

4. Approximately $367,000 additional hard costs and fees were expended based on 
developer estimates since September 10, 2017. While we were not able to review 
details of these expenditures, the amount appears reasonable per our visual 
inspection of the site. 

5. Within the active projects, Lusitano, Seabreeze and Andalucia (Canteridge has sold 
out), all plans have had price increases. Within Lusitano base asking prices were 
$530,000 to $557,000 in September while current base asking prices are $542,000 to 
$577,000 suggesting an increase in the 2.3 and 3.5 percent range overthe ten-week 
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period. Within Seabreeze base asking prices were $584,500 to $628,500 while 
current base asking prices are $594,000 to $634,500 suggesting an increase in the 
1.0 to 1.7 percent range over the ten-week period. Within Andalucia, base asking 
prices in September were $652,400 to $694,400 while current prices are $660,400 to 
$697,400 suggesting increases in the 0.4 to 1.2 percent range. Cante ridge sold out. 
It should be noted that Andalucia's product is partially within the subject CF D and 
partially within Improvement Area 2 (outside of CFO 2008-1 IA 1) with the current 
selling area outside of CFO 2008-1 IA 1. The fact that each plan within each active 
project has had an increase in base pricing, suggest prices are increasing within the 
subject property. 

6. The average of the actual home sale prices within the two active projects currently 
selling within Improvement Area 1 have showed an increase in pricing since project 
inception. Due to Andalucia's currently selling product being outside of CFO 2008-1 
IA 1, we did not receive information on this project. Within Lusitano the average sales 
prices (includes options, premiums, upgrades and concessions) of the current 
escrows as of December 1, 2017 show an average increase of 3.4 percent from the 
average sales prices of the current escrows as of September 10, 2017. Lucitano's 
actual sales prices of current escrows as of September 1 Owe re $507,71 Oto $578,899 
while the current escrows as of December 1 within Lucitano have a range from 
$522,149 to $614,757. Within Seabreeze the average sales prices of the current 
escrows as of December 1, 2017 show an average increase of 2.1 percent from the 
average sales prices of the current escrows as of September 10, 2017. Seabreeze's 
actual sales prices of current escrows as of September 10, 2017 ranged from 
$556,615 to $670,843 while the current escrows as of December 1, 2017 ranged from 
$554,775 to $702,380. The low end of the actual sales prices within Seabreeze 
appears to have dropped, however, the actual escrow showing the reduction is forthe 
same home which received an additional $2,000 in concessions. This is the only 
suggested decrease of all of our comparisons within all of the plans actively selling in 
Harmony Grove Village. It should be noted that other factors can skew the sales 
prices including home size, premiums and options purchased along with concessions 
given. In general, all projects are showing increases based on this analysis. 

7. Between September 10, 2017 and December 1, 2017 four Hillside Farmhouse (also 
known as Wittingham) models began construction. There is a marketing sign stating 
W ittingham new homes are coming soon with a phone number to call to get on the 
"interest list". The Whittingham models are larger single family detached homes 
ranging from 3,183 to 4,349 square feet on larger lots with current estimated base 
pricing from $750,000 to $841,000. There are 327 families who have signed up on the 
interest list to date. The construction and interest in W ittingham suggests that the 
residential market for larger homes within Harmony Grove Village is strong. 

SUBJECT REAL ESTATE MARKET-The subject real estate market has seen minimal 
changes overthe pastten weeks. Most projects in the North San Diego area are enjoying 
slight price increases approximately every three months. While sales are down slightly 
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from the summer months, this decrease is considered to be typical as home-buying slows 
down in the winter months. 

We have also reviewed Corelogic's monthly update on Southern California which 
includes the number of sales and median price within each County. For the Updated 
Appraisal we were able to obtain information through July 2017 while the most current 
information is through October 2017. In overall Southern California sales were down 2.3 
percent on a year over year basis from October 2016 to October 2017 and down 0.3 
percent over the same time period in San Diego County. This is partially due to the 
expectation that interest rates were going to be increased after the election in November 
2016, thus sales were spurred forward one year ago which resulted in a decrease this 
year. In reviewing sales from July 2017 to sales in October 2017 sales were down in 
overall southern California by 1.5 percent and down 4.3 percent in San Diego County. 
This is typical as July is one of the spring/summer selling months while October is the 
beginning of Winter sales which are typically slower. Sales prices in overall Southern 
California were up 7.7 percent in October 2017 on a year over year basis while within San 
Diego County sales prices were up 4.4 percent on a year over year basis. In reviewing 
sales prices inJ uly 2017 to sales prices in October 2017 prices were down 1.2 percent in 
overall Southern California and down 1.5 percent in San Diego County. This is again 
typical due to the slowdown of the summer sales when, at times, price decreases or 
concessions are offered to bring in more homebuyers. It should be noted that within 
Harmony Grove, this has not happened and prices have been increasing. 

One unknown factor that has entered the housing market in the past few weeks is the 
possible effect of the Federal proposed tax cuts on home sales. Builders are anxious that 
some of the proposed tax cuts may slow new home sales due to the possible decreases 
in interest and property tax right-offs. A proposed tax reform bill passed Congress last 
month with the Sen ate passing their own version. The two bills will need to be reconciled, 
thus, it is too early to project what effect this may have on home sales. 

Finally, we have reviewed the Improved Residential Sales Market Data which was used 
in the Updated Appraisal (please refer to Addenda of Updated Appraisal). Our review 
concluded that out of 36 home plans within the eleven projects used, one project that 
included four plans (11 percent) had sold out (Cante ridge at Harmony Grove Village), 18 
plans (or 50 percent) had price increases, seven plans (or 19 percent) had the prices stay 
the same and seven plans (or 19 percent) had slight price decreases. The increases 
ranged from $650 to $19,000while the decreases were in the $10,000 range. This review 
of the subject real estate market suggests that the market is still in an upward cycle as 
projects are selling out and the majority of prices are either staying the same or 
increasing. 

CONCLUSION - _This Supplement is intended to be used in conjunction with the Updated 
Appraisal Report prepared with a September 10, 2017 date of value. This Supplement is 
to ascertain whetherthe value that was concluded as of September 10, 2017 is still valid. 
While we have not concluded at a new value, it is evident that further land development 
has occurred, additional homes have closed, additional homes have been constructed 
and more homes are in escrow all suggesting the subject's value has not decreased. In 

Suppl ement to Apprai saJ R ep::irt 
HarITTJnyGroveVillageCFD 2CD8-l lmprovementAreaNo. l 
Kit Siim & Asscx:iates, Inc. P ev 



addition, it has been determined that the subject real estate market has not experienced 
any significant negative changes since September 10, 2017. Based upon our 
investigation, we have determined that the current market value is not less than the 
concluded value as of September 10, 2017. 

This Supplement is to be used in conjunction with the Updated Appraisal and subject to 
the attached Assumptions and Limiting Conditions and the Appraiser's Certification. 

Respectfully submitted, 

KITTY SIINO & ASSOCIATES, INC. 

f( 
Kitty S. S iino, MAI 
California State Certified General 
Real Estate Appraiser (AG 004793) 
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ASSUMPTIONS AND LIMITING CONDITIONS 

1. This report might not include full discussions of the data, reasoning and analyses that 
were used in the appraisal process to develop the appraiser's opinion of value. Some 
supporting documentation concerning the data, reasoning and analyses may be 
retained in the appraiser's files. The information contained in this report is specific 
to the needs of the client and forthe intended use stated in this report. The appraiser 
is not responsible for unauthorized use of this report. 

2. No responsibility is assumed for legal or title considerations. Title to the property is 
assumed to be good and marketable unless otherwise stated in this report. 

3. It is assumed that the subject property is subject to the special tax lien of CF D No. 
2008-1 IA 1. 

4. Responsible ownership and competent property management are assumed unless 
otherwise stated in this report. 

5. The information furnished by others is believed to be reliable; however, no warranty 
is given for its accuracy. 

6. All engineering is assumed to be correct. Any plot plans and illustrative material 
used in this report are included only to assist the reader in visualizing the property 
and may not be to scale. 

7. It is assumed that there are no hidden or unapparent conditions of either property, 
subsoil or structures that would renderthem more or less valuable. No responsibility 
is assumed for such conditions or for arranging for engineering studies that may be 
required to discover them. 

8. It is assumed that there is full compliance with all applicable federal, state and local 
environmental regulations and laws unless otherwise stated in this report. 

9. It is assumed that all applicable zoning and use regulations and restrictions have 
been complied with, unless nonconformity has been stated, defined and considered 
in this appraisal report. 

10. It is assumed that all required licenses, certificates of occupancy or other legislative 
or administrative authority from any local, state or national governmental or private 
entity or organization have been or can be obtained or renewed for any use on which 
the value estimates contained in this report are based. 

11. Any sketch or photograph included in this report may show approximate dimensions 
and is included only to assist the reader in visualizing the properties. Maps, 
photographs and exhibits found in this report are provided for reader reference 
purposes only. No guarantee regarding accuracy is expressed or implied unless 
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otherwise stated in this report. No survey has been made for the purpose of this 
report. 

12. It is assumed that the utilization of the land and improvements (if any) are within the 
boundaries or property lines of the property described and that there is no 
encroachment ortrespass unless otherwise stated in this report. 

13. The appraiser is not qualified to detect hazardous waste and pr toxic materials. Any 
comment by the appraiser that might suggest the possibility of the presence of such 
substances should not be taken as confirmation of the presence of hazardous waste 
and,brtoxic materials. Such determination would require investigation by a qualified 
expert relating to asbestos, urea-formaldehyde foam insulation or other potentially 
hazardous materials that may affectthe value of the property. The appraiser's value 
estimate is predicated on the assumption thatthere is no such material on or in the 
property that would cause a loss in value unless otherwise stated in this report. No 
responsibility is assumed for any environmental conditions or for any expertise or 
engineering knowledge required to discoverthem. The appraiser's descriptions and 
resulting comments are the result of the routine observations made during the 
appraisal process. 

14. Proposed improvements, if any, are assumed to be completed in a good 
workmanlike manner in accordance with the submitted plans and specifications. 

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

16. The Americans with Disabilities Act ("ADA") became effective on January 26, 1992 
and have been updated several times since then. The appraiser has made no 
specific compliance survey and analysis of the property to determine whether they 
conform to the various detailed requirements of the ADA, nor is the appraiser a 
qualified expert regarding the requirements of the ADA. It is possible that a 
compliance survey of the property, together with a detailed analysis of the 
requirements of the ADA, could reveal that the property is not in compliance with 
one or more of the requirements of the ADA. If so, this fact could have a negative 
effect upon the value of the property. Since the appraiser has no direct evidence 
relating to this issue, a possible noncompliance with requirements of the ADA in 
estimating the value has not been considered. 

17. It is assumed there are no environmental concerns that would slow or thwart 
development of the subject properties and that the soils are adequate to support the 
highest and best use conclusions. 

18. It is assumed that the sales information provided by Lennar is true and accurate. 
We have reviewed and analyzed the sales along with checking samples on various 
public record documents and the information appears to be correct. 
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19. Possession of this report, or a copy thereof, does not carry with it the right of 
publication. It may not be used for any purpose by any person other than the party 
to whom it is addressed without the written consent of the appraiser, and in any 
event, only with proper qualification and only in its entirety. Permission is given for 
this appraisal to be published as a part of the Official Statement or similar document 
forthe CF D No. 2008-1 IA 1 Special Tax Bonds. 

HYPOTHETICAL CONDITION 

1. It is assumed that all improvements and benefits to the subject properties, which are 
to be funded by the CF D No. 2008-1 IA 1 Special Tax Bond proceeds, are completed 
and in place. 

EXTRAORDINARY ASSUMPTION 

1. It is an extraordinary assumption that the reported remaining costs and sales 
information as received from the developer are true and accurate. We have 
reviewed the sales and costs and they appear reasonable, however we are not 
experts in cost estimating. 
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APPRAISER'S CERTIFICATION 

The appraiser certifies that to the best of his knowledge and belief: 

1. The statements of fact contained in this report are true and correct. 

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

3. The appraiser has no present or prospective interest in the property that is the subject of 
this report, and no personal interest or bias with respect to the parties involved. 

4. The appraiser's compensation is not contingent upon the reporting of a predetermined 
value or direction in value that favors the cause of the client, the amount of the value 
estimate, the attainment of a stipulated result or the occurrence of a subsequent event. 

5. This appraisal was not based on a requested minimum valuation, a specific valuation or 
the approval of a loan. 

6. The analyses, opinions and conclusions were developed, and this report was prepared, in 
conformity with the Uniform 5 tandards of Professional Appraisal Practice. 

7. Kitty 5 iino has made a personal inspection of the property that is the subject of this report. 

8. Kitty 5 iino has performed appraisal services on the subject property in the pastthree years 
as described within this 5 upplement. An Original Appraisal of the property was completed 
with aJ une 28, 2017 date of value followed by an Updated Appraisal of the property with 
a date of value of September 10, 2017 was completed. 

9. No other appraisers have provided significant professional assistance to the persons 
signing this report. 

10. The reported analyses, opinions and conclusions were developed, and this report was 
prepared, in conformity with the requirements of the Appraisal lnstitute's Code of 
Professional Ethics and Standards of Professional Appraisal Practice, which include the 
Uniform Standards of Professional Appraisal Practice. 

11. The use of this report is subject to the requirements of the Appraisal Institute relating to 
review by its duly authorized representatives. 

12. As of the date of this report, Kitty 5 iino has completed the requirements of the continuing 
education program of the Appraisal Institute. 

f( 
Kitty 5. 5 iino, MAI 
State Certified General 
Real Estate Appraiser (AG004793) 
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Subject Property as of September 10, 2017 (from Original Report) 

No. 
Description Lots Ownership Conditionptatus 
Cante ridge 
Lots 2-l 6; 25-3 l, 33-38, 40-44, 46-59 and 64-71 55 
of Tract 15888 Individuals Completed Houses /Closed 
Lots 17-20 of Tract 15888 4 CalMantic Model Homes 
Lots 39 and 45 of Tract 15888 2 CalMantic Homes over 95% complete (O in 

escrow) 
Lots 21-24 and 60-63 of Tract 15888 8 CalMantic Homes U ,C (8 in escrow) 
5 ubtotal Cante ridge 69 

Seabreeze 
Lots l -9, l l -l 8 and 20-24 of Tract 15890; Lots 42 Individuals Complete Houses /Closed 
l-5, 35-40, 46-53 and 55 of Tract 15889 
Lots 42-44 of Tract 15890 3 CalMantic Model Homes 
Lot lO and 19 of Tract 15890; Lot 41-45, 54 and 14 CalMantic Homes over 95% complete (12 in 
56-6 l of Tract 15589 escrow) 
Lots 31-34 of Tract l5889and Lots 65-68, 78~1 20 CalMantic Homes U,C (18 in escrow) 
and 98-105 of Tract 15890 
Lots 36-4 l, 45-50 and 56-64 and 69-77 of Tract 30 CalMantic Finished Lots (3 in escrow) 
15890 
5 ubtotal 5 eabreeze 109 
Lusitano 
Lots l-18, 46-52, 54-63and 78-91 of Tract 51 
15894; Lots 34 &35 of Tract 15890 Individuals Completed Houses /Closed 
Lots 82~4 of Tract 15890 3 CalMantic Model Homes 
Lots 53 and 92-99 of Tract 15894 9 CalMantic Homes over 95% complete (9 in 

escrow) 
Lots 19-30 and 62-70 of Tract 15889; Lots 91-97 28 
of Tract 15890 CalMantic Homes U,C (19 in escrow) 
Lots 85-90 of Tract 15890 § 

CalMantic Finished Lots (O in escrow) 
5 ubtotal Lusitano 97 
Andalucia 
Lots 6~ of Tract 15893 3 CalMantic Model Homes 
Lots l-5 of Tract 15893 and Lots 19-45, 64-77 of 
Tract 15984 46 CalMantic Finished Lots 
5 ubtotal Andalucia 49 
LiveWork 
Lots 6-l 8 of Tract 15889 and Lots 25-33 and 5 l-
55 of Tract 15890 27 CalMantic Finished Lots 
Total LiveWork 27 
Hillside Farmhouse 
Lots 72-73 of Tract 15889; Lots l 02, l 03, l 05-
l 08 of Tract 15894; Lots 9-l 9, 36-39 and 48-5 l 27 CalMantic Finished Lots 
of Tract 15893 
Total Hillside Farmhouse 27 
Hillside Comoound 
Lots 20-35 and 40-47 of Tract 15893 24 CalMantic 5 uperpads 
Total Hillside Compound 24 
Village Court 
Lot53ofTractl5893and 100,101, l04and 
l 09 of Tract 15894 5140" CalMantic 5 uperpads 
Total Village Court 40 
Commercial Parcels 
Lots 74 and 75 of Tract 15889 2 CalMantic 5 uperpads 
Total Commercial Parcels 2 
Total Lots 444 

'Each of these five lots will be subd,v1ded into 8 units for a to1al of 40V1llage Court Units 



Subject Property as of December 1. 2017 

No. 
Description Lots Ownership Conditionptatus 
Cante ridge 
Lots 2-l 6; 25-3 l, 33-38, 40-44, 46-71 ofTract 
15888 59 Individuals Completed Houses /Closed 
Lots 17-20 of Tract 15888 4 CalMantic Model Homes 
Lots 21-24, 39 and 45 of Tract 15888 6 CalMantic Homes over 95% complete (6 in 

escrow) 
5 ubtotal Cante ridge 69 

Seabreeze 
Lots l -9, l l -l 8 and 20-24 of Tract 15890; Lots 52 Individuals Complete Houses /Closed 
l-5, 35-4 l, 44-6 l ofTract 15889 
Lots 42-44 of Tract 15890 3 CalMantic Model Homes 
Lot 10, 19, 98-lOOofTract 15890; Lot42-43of 7 CalMantic Homes over 95% complete (4 in 
Tract 15589 escrow) 
Lots 31-34 of Tract l5889and Lots 65-68, 78~1 17 CalMantic Homes U,C (16 in escrow) 
and 101-105 ofTract 15890 
Lots 36-4 l, 45-50 and 56-64 and 69-77 of Tract 30 CalMantic Finished Lots (7 in escrow) 
15890 
5 ubtotal 5 eabreeze 109 
Lusitano 
Lots l-l 8, 46-63 and 78-99 of Tract 15894; Lots 67 
34-35 of Tract 15890; Lots 62-64 and 66-69 of Individuals Completed Houses /Closed 
Tract 15889 
Lots 82~4 of Tract 15890 3 CalMantic Model Homes 
Lots 19-30, 65 and 68 of Tract 15889 14 CalMantic Homes over 95% complete (12 in 

escrow) 
Lots 85-97 of Tract 15890 13 CalMantic Homes U ,C (5 in escrow) 
5 ubtotal Lusitano 97 
Andalucia 
Lots 6~ of Tract 15893 3 CalMantic Model Homes 
Lots l-5 of Tract 15893 and Lots 19-45, 64-77 of 
Tract 15984 46 CalMantic Finished Lots 
5 ubtotal Andalucia 49 
LiveWork 
Lots 6-l 8 of Tract 15889 and Lots 25-33 and 5 l-
55 of Tract 15890 27 CalMantic Finished Lots 
Total LiveWork 27 
Hillside Farmhouse 
Lots 16-l 9 of Tract 15893 4 CalMantic Models U,C 
Lots 72-73 of Tract 15889; Lots l 02, l 03, l 05-
l 08 of Tract 15894; Lots 9-l 5, 36-39 and 48-5 l 23 CalMantic Finished Lots 
of Tract 15893 
Total Hillside Farmhouse 27 
Hillside Compound 
Lots 20-35 and 40-47 of Tract 15893 24 CalMantic 5 uperpads 
Total Hillside Compound 24 
Village Court 
Lot53ofTractl5893and 100,101, l04and 
l 09 of Tract 15894 5140" CalMantic 5 uperpads 
Total Village Court 40 
Commercial Parcels 
Lots 74 and 75 of Tract 15889 2 CalMantic 5 uperpads 
Total Commercial Parcels 2 
Total Lots 444 

'Each of these five lots will be subd,v1ded into 8 units for a to1al of 40V1llage Court Units 
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EXECUTIVE SUMMARY 

The County of San Diego along with the Harmony Grove Village property owner previously formed 
Community Facilities District 2008-1, also herein referred to as CFD No. 2008-1, to assist with the 
financing of the infrastructure that is required to support the development of its residential products. 

Since CFD No. 2008-1 IA-1 is now proceeding with a Bond Issue, the County of San Diego has 
retained Empire Economics (Empire) to perform a Market Absorption Study to arrive at the estimated 
absorption schedule for the homes that have not yet closed escrows. 

CFD No. 2008 IA-1 is expected to have 442 homes in eight projects by CalAtlantic Homes. 
(Note: Adjusted from 444 homes due to 2 parcels that pre-paid Special Taxes.) 

CFD No. 2008 IA-1 Product Mix 
For all of the projects as a whole, their prices amount to $584,426, on the average, and they have a 
range of $502,000 to $765,000. Their living areas amount to 2,502 sq.ft., on the average, and they have 
a range of 1,651 to 4,200 sq.ft. 

Economic Factors Underlying Housing Demand in the County of San Diego 
The County of San Diego has established a strong central core employment base as well as an employment 
base in northern San Diego County with local firms in the nearby City of Escondido having some 45,200 
employees. Furthermore, northern San Diego County benefits from households that come to the area for 
more moderately priced single-family housing as compared to locations closer to the central San Diego 
employment core, including Poway. However, the amount of current spillover is below the typical levels at 
this stage of the housing market recovery since millennials have a preference for residing in apartments in 
urbanized areas. 

Socioeconomic Factors: Crime and Educational Quality 
From a socioeconomic perspective, the cities closest to Harmony Grove have a similar or lower crime 
rates than San Diego County and California. The relevant school districts have a somewhat lower API 
scores as compared to San Diego County and California. But the high school district has an above 
average graduation rates as compared to San Diego County and California. Overall, the CFD has 
favorable socioeconomic factors which will support the demand for its housing products. 

Competitive Market Analysis 
The Competitive Market Analysis involved a statistical comparison of the currently active project in CFD 
No. 2008-1 IA-1, using their total housing prices (base price less incentives plus special tax liens) and their 
sizes of living area. The results of this analysis reveal that the total housing prices for the projects/plans in 
CFD No. 2008-1 IA-1 are priced in line with their proximity to the core central employment center as 
compared to closer homes in Poway and homes further away in Temecula. 

By comparison, the projects to the south in Poway that are closer to the central San Diego employment 
center have higher prices and lower square footages. Conversely, the projects to the north in Temecula 
have lower prices than the CFD No. 2008-1 IA-1 reflecting their more distant location from the central 
San Diego employment center. 
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Developer's Phasing Schedule for the Projects in CFD No. 2008-1 IA-1 
• With regards to the market entry of the projects, four entered the marketplace in May 2015; 

however, one of these, Andalusia, is currently selling homes in IA-2. Consequently, as a 
safeguard, Empire assumes that all of the homes that Andalucia has in IA-2 are marketed prior 
to the absorption of the homes in Andalucia in IA I. 

• For the remaining four projects, their market entry times are expected to be as follows: one in 
Fall 2017, another in Spring 2018 and the final two during 2019. 

• Empire also considered CalAtlantic Homes' anticipated development schedule, with regards to 
the timing of pulling building permits for the construction of the homes. 

Estimated Absorption Schedules 
Based upon an analysis of the economic and real estate conditions in the CFD Market Area along with 
the characteristics of the residential projects in CFD No. 2008-1 IA-I as well as CalAtlantic Homes' 
phasing schedule, the estimated absorption schedules are as follows: 

As of June 5, 2017: 106 escrows closed 
June 5 - Dec. 31, 2017: estimated 80 escrows closed, based upon sales but not yet closed 
January-December 2018: 88 more escrow closings 
January-December 2019: 60 escrow closings, as projects start to close out 
January-December 2020: 52 escrow closings 
January-December 2021: 45 escrow closings 
January-December 2022: the final 11 escrow closings, as all of the projects are closed-out 

CFO 2DDB•1 IMPROVEMENT AREA N0.1: 
ESCROW CLOSINGS AND ESTIMATED AESORPTION SCHEDULES 
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Potential Financial Risk Factor 
With respect to potential macroeconomic-financial risk factors, the primary driver of the housing 
market is employment growth, and the prospects for continued growth appear to be favorable. With 
regards to the potential impacts of higher mortgage rates, gradual increases over time do not have a 
significant adverse impact. 

Empire strongly recommends that the Market Absorption Study be read in its entirety, to gam a 
thorough understanding of the economic and real estate factors underlying the conclusions. 
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No Contractual Relationships with Developers/Builders 
Certification of Independence 

Empire Economics, as part of the its consulting services, will sign a Certification of Independence, that Empire 
has no past contractual relationship with the owners/developers/builders in CFD No. 2008-1. 

CERTIFICATION OF INDEPENDENCE: 
EMPIRE ECONOMICS PROVIDES CONSUL TING SERVICES ONLY 

FOR PUBLIC ENTITIES 

The Securities & Exchange Commission has taken action against Wall Street firms that have utilized their 
research analysts to promote companies that they conduct business with, citing this as a potential conflict of 
interest. Accordingly, Empire Economics (Empire), in order to ensure that its clients are not placed in a situation 
that could cause such conflicts of interest, provides a Certification oflndependence. This Certificate states that 
Empire performs consulting services for public entities only, in order to avoid potential conflicts of 
interest that could occur if it also provided consulting services for developers/builders. For example, if a 
market absorption consultant for a specific Community Facilities District, were to provide consulting services to 
both the public entity as well as the property owner/developer/builder, then a potential conflict of interest could 
be created, given the different objectives of the public entity versus the property owner/developer. 

• Empire was retained to perform the Market Absorption Study by the County of San Diego, not the 
District's property owner, or the developer/builder. 

• Empire has not performed any consulting services for the District's property owner nor the 
developer/builder, during the past thirty years. 

• Empire will not perform any consulting services for the District's property owner nor the 
developer/builder, during the next five years. 

• Empire's compensation for performing the Market Absorption Study for the District 1s not 
contingent upon the issuance of Bonds; Empire's fees are paid on a non-contingency basis. 

Therefore, based upon the statements set-forth above, Empire hereby certifies that the Market Absorption Study 
for CFD No. 2008-1 is performed in an independent professional manner. 

Empire Economics, Inc. 
Joseph T. Janczyk, President 
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INTRODUCTION 

A. INTRODUCTION TO THE BOND FINANCING PROGRAM 

The County of San Diego along with the Harmony Grove Village property owner previously formed 
Community Facilities District 2008-1, also herein referred to as CFD No. 2008-1, to assist with the 
financing of the infrastructure that is required to support the development of its residential products. 

CFD No. 2008-1 is expected to have 734 new homes with ten different projects/products, and these 
have been partitioned into two Improvement Areas (IA): 

• IA No. 1 is expected to have 442 homes in eight projects 
(Note: Adjusted from 444 homes due to two parcels that pre-paid Special Taxes.) 

• IA No. 2 is expected to have 292 homes in six projects. 

Since CFD No. 2008-1 IA-1 is now proceeding with a Bond Issue, the County of San Diego has 
retained Empire Economics (Empire) to perform a Market Absorption Study (Market Study) for 
Improvement Area 1. 

Accordingly, the Market Absorption Study performs a systematic analysis of the recent/expected 
macroeconomic conditions for the County of San Diego, as a whole, as well as a microeconomic 
analysis to evaluate the competitiveness of the District's projects in the marketplace, in particular. 
Based upon this, Empire arrives at estimates of the probable absorption schedules for each of the 
residential projects in CFD No. 2008-1 IA-1. 

The current/expected marketing/development status of the eight projects in IA No. 1, based upon 
information provided by Cal Atlantic Homes, the developer/builder, are as follows: 

Prior Market-entry: May 2015 
• Lusitano 
• Canteridge 
• Seabreeze • Andalucia - Model Complex in IA-1 but Housing Sales Currently in IA-2 

Expected Market-entry: Fall 2017 
• Whittingham 

Expected Market-entry: Spring 2018 
• Village Court 

Expected Market-entry: During 2019 
• Martingale 
• Hillside Compound 



B. SOUTHERN CALIFORNIA MARKET REGION 

"GREEN STAR" 
APPROXIMATE LOCATION OF CFD NO. 2008-1 HARMONY GROVE VILLAGE 
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OVERVIEW OF THE HARMONY GROVE AND ITS VICINITY 

"GREEN STAR" 
APPROXIMATE LOCATION OF CFD NO. 2008-1 HARMONY GROVE VILLAGE 
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C. ROLE OF THE MARKET STUDY IN THE BOND FINANCING 

The Market Absorption Study for CFD No. 2008-1 IA-1 has a multiplicity of roles with regards to the 
Bond Financing; accordingly, these are now discussed. 

Marketing Prospects for the 
Residential Projects 

For each of the Eight Residential Projects 
From Market-Entry to Build-Out 

Market Study included in Official Statement 
for Prospective Bond Purchasers 

Aggregate Levels of 
Special Tax Revenues 

Maximum Special Taxes 
for the Residential Products 

Conforming to the Issuer's Policies 

Share of Payments: 
Developer/Builder vs. Final-Users 

Determined by the Absorption Schedule 

Appraisal of Property 

Discounted Cash Flow - Present Value 
Absorption Schedules 

The Issuing Agency for the Bond Issue, the County of San Diego, along with the Municipal Advisor 
can utilize the Market Absorption Study, Appraisal, and Special Tax Revenue to structure the Bond 
Issue for CFD No. 2008-1 IA-1. 
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D. METHODOLOGY UNDERLYING THE MARKET STUDY 

To perform a comprehensive analysis of the macroeconomic and microeconomic factors that are 
expected to influence the absorption of the residential products in CFD No. 2008-1 IA-I, Empire's 
Market Absorption Study conducts a systematic analysis of the following factors: 

MACROECONOMIC FACTORS 
FOR CFD NO. 2008-1 IA-1 

Critical: Employment Changes and Mortgage Rates 

Other Significant: Expected Housing Price Appreciation, 
Gas Prices and Notices of Default, among others 

Extraordinary: Shifts in Geographical Development 
Patterns for Single-Family and Apartment Products 

MICROECONOMIC FACTORS 
FOR CFD NO. 2008-1 IA-1 

Regional Development Patterns 

Socioeconomic: School Quality and Neighborhood Safety 

Competitive Housing Market Analysis 
*Location 

*Product Type 
*Housing Prices 
*Living Areas 
* Special Taxes 

*Features/ Amenities 

ABSORPTION SCHEDULES 

*Each of the Eight Residential Projects 
Market Entry to Build-Out 

Therefore, the Market Absorption Study systematically proceeds from the macroeconomic analysis 
of the Market Region's future housing, industrial and commercial growth to the microeconomic 
analysis of the estimated absorption schedules for each of the residential products in CFD No. 2008-
1 IA-I. 
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SECTION I: PRODUCT MIX CHARACTERISTICS 

A. CHARACTERISTICS OF THE PROJECTS/PRODUCTS 
IN CFD NO. 2008-1 IA-1 

CFD No. 2008-1 IA-1 is expected to have 442 for-sale detached homes in eight projects by CalAtlantic 
Homes; accordingly, the specific characteristics of these projects are as follows: 

• Lusitano by CalAtlantic Homes: 97 detached homes: 
✓ Prices: $502,000 to $531,000, for $515,948/avg. 
✓ Living areas: 1,651 to 2,000 sq.ft., for 1,833/avg. 

• Canteridge by CalAtlantic Homes: 69 detached homes: 
(Note: Two parcels have pre-paid Special Taxes) 

✓ Prices: $528,000 to $541,000, for $538,652/avg. 
✓ Living areas: 1,922 to 2,136 sq.ft., for 2,093/avg. 

• Seabreeze by CalAtlantic Homes: 109 detached homes: 
✓ Prices: $573,000 to $620,000, for $592,670/avg. 
✓ Living areas: 2,185 to 2,783 sq.ft., for 2,488/avg. 

• Andalucia by CalAtlantic Homes: 49 detached homes: 
✓ Prices: $649,900 to $691,900, for $653,022/avg. 
✓ Living areas: 2,980 to 3,640 sq.ft., for 3,084/avg. 

• Whittingham by CalAtlantic Homes: 27 detached homes: 
✓ Prices: $720,000 to $765,000, for $737,778/avg. 
✓ Living areas: 3,750 to 4,200 sq.ft., for 3,967/avg. 

• Village Court by CalAtlantic Homes: 40 detached homes: 
✓ Prices: $577,500 to $627,500, for $602,500/avg. 
✓ Living areas: 2,682 to 3,055 sq.ft., for 2,884/avg. 

• Martingale by CalAtlantic Homes: 27 detached homes: 
✓ Prices: $525,000 to $545,000, for $531,667/avg. 
✓ Living areas: 2,204 to 2,359 sq.ft., for 2,256/avg. 

• Hillside Compound by CalAtlantic Homes: 24 detached homes: 
✓ Prices: $635,000 to $692,000, for $672,000/avg. 
✓ Living areas: 2,953 to 3,465 sq.ft., for 3,246/avg. 

For all of the projects as a whole, their prices amount to $584,426, on the average, and they have a 
range of $502,000 to $765,000. Their living areas amount to 2,502 sq.ft., on the average, and they have 
a range of 1,651 to 4,200 sq.ft. 

For additional information on the expected characteristics of the residential products in CFD No. 2008-
1 IA-1, please refer to the following graphs, exhibit and table. 
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CFD 2008-1 IMPROVEMENT AREA NO. 1 
CURRENT AVERAGE BASE PRICES 
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$737,778 

Lusilano Canteridge Seabreeze Andalucia \A/hiltingham Village Court Martingale Hills:ide Average 

Luslhmo 

CFD 2008-1 IMPROVEMENT AREA NO. 1 
CURRENT AVERAGE LIVING AREAS 

3,967 

compound 

Canleridge Seabreeze Andalucia \Nhittingham Village Court Martingale Hills:ide 
Compound 
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CFD NO. 2008-1 IA-1: CURRENTLY ACTIVE PROJECTS 
OVERVIEW OF THE SITE PLAN 

IMPROVEMENT AREA A IS ONLY A PORTION OF THESE LOTS 

8 



CFD NO. 2008-1 IA-1 

CURRENT/EXPECTED RESIDENTIAL PRODUCT MIX CHARACTERISTICS 

Pro;e,tS> Lu,ilam Cante. Seabreeze Andalu;ia Whi. v· Court .. HillsideCo=oUJld Overall .. ~ Aver""es 

Produ;tTwe Detached Detached Detached Detached Detached Detached Detached Detached 

Builder Ca1Atlant1C Homes Ca!Aflanhc Homes Ca1Atlant1C Homes Ca1Atlant1C Homes Ca!Aflanhc Homes Ca1Atlant1C Homes Ca!Atlanhc Homes Ca!Aflanhc Homes 

Market-Entrv May 2015 May 2015 May2015 May 2015 Fall2017 Spnng 2018 2019 2019 

HousinaUnilll 

Totals - IA-1 and!A-2 o; M '" "' UC M n Oo rn 
Share - IA-1 and!A-2 145% 103% 162% 192% 179% 95% 40% 83% 1000% 

Totals-IA-! On! o; M '" '" n • n " MO 

Share-IA-! Onlv 219% 156% 24 7% 111% 61% 90% 61% 54% 100% 

DeveiovmentandMarlo, · Statu,for!A-1 

&crows Closed, June 5, 2017 ;; " " " " " " " '"' 16% 

Future Occumnc1es OS " so '" n • n " "' 50% 

Adcht10nal Umts Sold June 5, 2017 n " ;; " " " " " m 12% 

Nwmer of Homes bv Phn- Estimated for IA-I 

Plan#! " ' ;; " ; rn " ' Plan#2 ;; n " " ; rn " ' Plan#3 ;; so so '° ; rn " ' Plan#4 0 0 ' rn ' Plan#5 

Plan#6 .. ~ o; M mo '" n • n " MO 

Lio;-Areasfor!A-1 

Plan#! 1,651 1,922 2,185 3,027 3,750 2,682 2,204 2,953 
Plan#2 1,838 2,075 2,519 2,980 3,900 2,860 2,359 3,245 

Plan#3 2,000 2,136 2,783 3,182 4,050 2,938 2,204 3,321 

Plan#4 2,277 3,640 4,200 3,055 3,465 

Plan#5 

Plan#6 

Aver""es 1,833 2,093 2,488 3,084 3,967 2,884 2,256 3,246 2,502 

Current Base Pfresfor!A-1 

Plan#! $502,000 $528,000 $573,000 $649,900 $720,000 $577,500 $525,000 $635,000 

Plan#2 $514,000 $538,000 $586,000 $643,900 $725,000 $597,500 $545,000 $672,000 

Plan#3 $531,000 $541,000 $620,000 $660,900 $745,000 $607,500 $525,000 $690,000 

Plan#4 $578,000 $691,900 $765,000 $627,500 $692,000 

Plan#5 

Plan#6 

Aver""es $515,948 $538,652 $592,670 $653,022 $737,778 $602,500 $531,667 $672,000 $584,426 

ValueRati>, $281 $257 $238 $212 $186 $209 $236 $207 $234 
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SECTION II: MACROECONOMIC ANALYSIS 
DESIGNATED ECONOMIC AND REAL ESTATE FORECASTING SCENARIO 

OVERVIEW OF THE METHODOLOGY 

This section describes the Economic and Real Estate Model underlying the forecasts for the absorption 
of the residential projects in CFD No. 2008-1 IA-I during the foreseeable future; accordingly this 
involves a systematic analysis of the following: 

A Summary of the Market Conditions in the County of San Diego and the CFD Market Area 

B. Overview of the Recent/Expected Housing Market Conditions County of San Diego 
and the CFD Market Area 

C. Recent Employment Trends for San Diego County 

D. Critical Components of the Economic and Real Estate Forecasting Model: 

Primary Factors: 
Employment as the Primary Economic Driver 
Mortgage Rates as a Significant Economic Driver 

Secondary Factors: 
Notices of Default 

Sales of New and Existing Homes 
New Building Permits 
Unemployment Rates by Cities in San Diego County 

Extraordinary Market Factors: 
Characteristics of Millennials 
Relative Levels of New Single-Family Homes and Apartment Units from 2013-2016 
Typical Geographical Development Patterns 
Recent Shifts in Development Patterns 
New Building Permits by Types - Single-Family vs. Apartment 
New Building Permits by Areas - Urbanized vs. Rural Areas 

Conclusion on Recent/Future Housing Market Conditions 

E. Employment by Firms Located in the City of Escondido (Closest City) 

F. Conclusions on Recent/Future Housing Market Conditions for San Diego County 
and the CFD Market Area 
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A. SUMMARY OF THE MARKET CONDITIONS IN 
SAN DIEGO COUNTY AND THE CFD MARKET AREA 

Based upon a comprehensive review of the macroeconomic factors underling the recent/future demand 
for housing in the County of San Diego and the CFD Market Area ( cities/communities in the vicinity 
of the CFD); the primary findings are as follows: 

1. San Diego County's economy has recovered from the Great Recession, and its housing 
market is in a recovery mode; the rate of recovery is moderate/strong. (see page 12) 

2. Due to the Great Recession, San Diego County's employment in 2010 fell to its lowest level 
since 2003 but it then recovered to attain a new peak level in 2016. The County of San Diego 
has added ~35,000 new jobs per year from 2013-2016, growing at 2.4%/year. (see pages 13-14) 

3. With favorable rates of employment growth, housing price appreciation in San Diego County 
is expected to continue to be moderate for the near term. (seepage 15) 

4. Since 2009, mortgage rates have been at historically low levels of below 5% but rates are 
expected to increase somewhat in the near future due to FRB's monetary policy. (see page 16) 

5. Notices of default peaked during 2007-2012 but their foreclosures/short sales created a 
significant shadow inventory ofrenter-occupied single-family homes. (see page 17) 

6. Sales of new homes and existing homes have remained at relatively low levels since the end 
of the Housing Bubble, but are expected to rise through 2018 and then stabilize. (seepage 18) 

7. New building permits have increased only moderately in recent years, for both single-family 
and multi-family/apartments, but the recovery is expected to strengthen for new single-family 
homes during the foreseeable future. (seepage 19) 

8. Escondido's unemployment rate is similar to San Diego County at ~3.8%, very favorable low 
rates. (seepage 20) 

9. Extraordinary special factors related to millennials are causing market product type 
shifts towards apartments and geographical shifts to urbanized areas. (see pages 21-26) 

10. New single-family homes in the Inland Areas had a much higher peak level during the Housing 
Bubble but are now recovering at a slower pace than in the Urbanized Areas. 
New apartments in Urbanized Areas recently attained new peak levels, while new apartments 
in Inland Areas peaked in 2004 and their recovery has been slow. (see pages 27-28) 

11. Firms in Escondido, the nearest city, have about 45,200 employees, both full- and part-time; 
sectors with the highest shares are retail trade, construction, healthcare/social assistance and 
local government. Firms in Escondido have an average payroll per employee that amounts 
to some $45,216, both full- and part-time, which is favorable. (see pages 29 & 30) 

Overall, these economic and housing market factors amount to stable/favorable conditions for San 
Diego County and the CFD Market Area. 

Please refer to the following pages for additional information, followed by a summary of the recent/ 
expected economic and housing market trends/patterns (see page 31). 
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B. OVERVIEW OF THE RECENT/EXPECTED HOUSING MARKET 
CONDITIONS FOR SAN DIEGO COUNTY AND THE CFD MARKET AREA 

IMPACT OF 
EMPLOYMENT 

EMPLOYMENT 

CHANGES, WHICH 
DEPEND UPON THE 

OVERALL ECONOMY, 
MAY SHIFT THIS 

PARADIGM 

LOWER THAN 

ANTICIPATED 

!::MPLOYM!::Nf 
GHOWfH !::LONGAH::S 

THE ffrAL ESTATE 
HLCOVLRY 

RECENT/EXPECTED REAL ESTATE MARKET TRENDS/PATTERNS 
FOR THE MARKET REGION AND MARKET AREA 

PHASE 2: PRICES STABILIZE 2010 TO 2012 

FORECLOSURE AND SHORT-SALES DOMINATED THE MARKET 

FORECLOSURE/SHORT SALES WERE A SIGN IFICAI\IT COM PON EIIIT OF THE MARKET 
MARKET SALES OF EXISTING HOMES WERE MODERATE 

SALES OF NEW HOMES WERE MINIMAL- DISPLACED BY FORECLOSURE SALES 

MOST OF THE HOMES THAT HAVE SIGN IFICAI\IT LEVELS OF NEGATIVE EQUITY 

WERE CLEARED 1111 THE MARKETPLACE 

PHASE 3: HOUSING MARKET RECOVERY 2013-2017+ 

MODERATE/STRONG EMPLOYMENTGROWTH IN SAN DIEGO COUNTY, ASA WHOLE, 
AND ALSO NORTHERN SAN DIEGO COUNTY, IN PARTICULAR 

EMPLOYMENT GROWTH DRIVES HOUSING DEMANDAND PRICEAPPRECIATION, 
SO THE MARKET IS SUFFICIENTLYSTRONG TO SUPPORT NEW RESIDENTIAL PRCUECIS 

BUT POTENTIAL NEAR-TERM CHALLENGES ARE REDUCING THE FEDERAL DEFICIT AND 
THE FEDERAL RESERVE RE•BALANCING ITS FINANCIALACCOUNTS 
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C. RECENT/EXPECTED EMPLOYMENT GROWTH FOR SAN DIEGO COUNTY 
IS THE PRIMARY FACTOR UNDERLYING MORE DEMAND FOR NEW HOMES 
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SAN DIEGO COUNTY: AGGREGATE EMPLOYMENT 
ATTAINS A NEW PEAK LEVEL IN 2014 

EMPLOYMENT LOSSES FROM THE RECENT RECESSION HAVE BEEN RECOUPED 
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RECENT EMPLOYMENT GROWTH RATES 
SAN DIEGO COUNTY 

SINCE 2013, THE ANNUAL CHANGES IN EMPLOYMENT HAVE BEEN STRONG, +35,000/YR 

SINCE 2013, PERCENTAGE CHANGES IN EMPLOYMENT HA VE ALSO BEEN STRONG, +2.4%/YR 

RIGHT AXIS: %CHANGE/YR. LEFT AXIS: II CHANGE/YR. 
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CRITICAL COMPONENTS OF THE ECONOMIC AND REAL ESTATE FORECASTING MODEL 

... 

EMPLOYMENT GROWTH, THE FUNDAMENTAL ECONOMIC FACTOR 
UNDERLYING THE DEMAND FOR NEW HOMES IS FAVORABLE 

SAN DIEGO COUNTY: EMPLOYMENT AS THE PRIMARY FORCE FOR PRICE CHANGES 
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HIGHER MORTGAGE MAY SLOW THE RA TE OF HOUSING PRICE APPRECIATION, 
BUT DEMAND WILL CONTINUE TO BE FAVORABLE DUE TO EMPLOYMENT GROWTH 

SAN DIEGO COUNTY: HOUSING PRICE CHANGES AND MORTGAGE RATES 

Prior Real Estate cle Price Bubble Correction Stabilize Recove 40% ~---+----'-=-=c=..c==..c=cc._---+'-~~=~--"~==--+-=c==c.,i--c=~c.,_~ 14% 
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MORTGAGE DEFAULTS HA VE DECLINED SIGNIFICANTLY IN RECENT YEARS, 
DUE TO FAVORABLE EMPLOYMENT GROWTH AND LOW MORTGAGE RATES 
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SAN DIEGO COUNTY: HOUSING PRICE CHANGES & MORTGAGE DEFAULTS 
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THE SALES OF EXISTING HOMES HA VE RECENTLY STABILIZED 

SAN DIEGO COUNTY: HOUSING PRICESAND EXISTING/NEW HOME SALES 
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ALTHOUGH THERE HA VE RECENTLY BEEN A MUCH HIGHER SHARE OF NEW APARTMENTS VS. FOR-SALE 
HOMES, THEIR MARKET SHARES ARE EXPECTED TO MOVIE BACK TOW ARD THEIR LONG-TERM AVERAGES 

SAN DIEGO COUNTY: HOUSING PRICE CHANGES AND BUILDING PERMITS 
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SAN DIEGO COUNTY HAS A LOWER UNEMPLOYMENT RATE THAN CALIFORNIA 

MOST CITIES IN THE VICINITY OF THE CFD HAVE LOWER/SIMILAR 
UNEMPLOYMENT RATES THAN SAN DIEGO COUNTY 

San Diego 
County 

20 

Nearby Cities: Escondido San Marcos Poway 



EXTRAORDINARY FACTORS REDUCING THE DEMAND FOR FOR-SALE HOMES 

M.illennials' Impact on the Current Housing Market Recovery: Short-term Phenomenon or Long-term Structural Shift? 
Strong employment growth and favorable mortgage conditions have resulted in the aggregate level of new residential construction activity approaching its long
term average. However, the housing preferences of Millennials have created a surging demand for apartments in urbanized areas which has offset the typical 
traditional demand for single-family homes in suburban/rural areas. Is this recent pattern a short-tenn phenomenon or a long-tenn strnctnral shift? 

Key Extraordinary Factor: Millennials' Preferences and Needs 
The current housing market recovery is different from a traditional recovery due to complex economic, financial and cultural factors; among these, Millennials 
(ages ~18-34) preferences and needs appear to be a significant factor. Millennials have continued to reside in urbanized areas in apartment rentals, rather than 
seeking homeownership in suburban/rural areas; some of the factors underlying their decisions are as follows: •Witnessed adverse impacts of the 2005-2007 housing bubble on their Generation X (ages ~35-54) parents • Delaying marriage and starting families • Attracted to apartment rental living factors: 

✓Near community and urban activities 

✓No yardwork or maintenance 

✓Resort-like luxury amenity packages in newer apartment complexes •Proximity to urban employment centers with copious employment opportunities enables job flexibility •Significant student debt hinders ability to save for a down payment or qualify for a mortgage 

Resulting Increased Demand for Apartments and Market Impact: 
The combined impact of these social and economic factors has recently resulted in a dramatic shift towards more apartments and fewer for-sale homes. For 
example, in Southern California, the long-term average market shares are 61% for single-family/attached for-sale homes and 39% for apartment rentals. 
However, this has significantly changed during the past four years: for 2015, the share for apartment rentals amounted to 63% while single-family's share 
amounted to only 37%; this represents a complete reversal ofrecent patterns! 
This product shift has significantly impacted geographical development patterns between the urbanized and suburban/rural areas for the Southern California and 
San Francisco metropolitan areas. For instance, in Southern California, new apartment units in urbanized/coastal areas reached a new peak level of more than 
30,000 in 2015 while new for-sale family homes in the urbanized area amounted to only about 12,500. With regards to the suburban/rural inland areas, the 
housing recovery has been sluggish/minimal, both for new for-sale homes as well as new apartment rentals. 

Short-Term Phenomenon or Long-Term Structural Shift? 
Whether the recent shift toward more apartments in urbanized areas and fewer for-sale single-family homes in the suburban/rural areas will continue during the 
foreseeable future depends upon a complex set of factors which are difficult to forecast, due to their cultural aspects. Specifically, of significant interest is when 
Millermials start their families, whether they will be comfortable raising their children in high density housing in an urbanized area or instead follow the 
traditional pattern of purchasing single-family homes in suburban/rural areas; the extent of this shift will be revealed in the market over the next several years. 
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EXTRAORDINARY FACTORS REDUCING THE DEMAND FOR FOR-SALE HOMES (CON'T.) 

OTHER FACTORS POTENTIALLY RESTRAINING THE DEMAND FOR SINGLE-FAMILY HOMES 

1. HOMEOWNERSHIP HAS DECLINED 
FROM 60%-2005 TO 54%-2015 

2. INCREASES IN SINGLE FAMILY 
RENTALS 

3. MODERATE FUTURE PRICE 
EXPECTATIONS 

4. SIGNIFICANT SUPPLY OF NEW 
APARTMENT PROJECTS IN THE 
PIPELINE 
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REDUCED DEMAND FOR NEW SINGLE
FAMILY HOMES 

REFLECT A TRANSFORMATION OF THE 
EXCESS HOUSING MARKET BUBBLE 

SINGLE-FAMILY OWNERSHIP TO RENTALS 
RESTRAINED BUYER CONFIDENCE 

WILL CONTINUE TO PROVIDE COMPETITIVE 
ALTERNATIVE TO HOME OWNERSHIP 



RELATIVE LEVELS OF NEW SINGLE-FAMILY HOMES 
AND APARTMENT UNITS FROM 2013-2016 

Although California's employment growth has recently been strong, Millennials' preferences and fmance factors are among a set of extraordinary factors driving 
higher levels of apartments in urban areas and much lower levels of single family homes in the inland areas throughout California. During 2013-2016, San Diego 
County had relatively high levels of BOTH new single-family homes and also new apartment units as well. 

* Thematic Map Color Codes for California Counties Green ~ Relatively Strong Yellow ~ Average Red - Relatively Weak 

23 

RElATWE LE'VELS OF NEW APARTMENT Lry,]lTS 2nu-2ms 

TOPJ:SJDE IN t,"REIANTZED AREAS" P"FL''M.I\.RJLY TN THE 
Sl;J'1 FFLll.."½C!SC:OA.'¾"Dt0:5-ANGEUSS: C:OAJhTALRE.Cl.[0):$ 



EMPLOYMENT *TYPICALLY* GENERATES SPILLOVER TO 
SUBURBAN AND RURAL INLAND AREAS 

FOR SAN DIEGO COUNTY, THE GEOGRAPHICAL PATTERN IS SIMILAR 
BUT IT FOLLOWS A SOUTHERN TO NORTHERN DIRECTION 

.-.. " _ ....... . 
.1111':!" 
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ALTHOUGH EMPLOYMENT GROWTH IS STRONG, 
EXTRAORDINARY SPECIAL FACTORS ARE CAUSING MAJOR MARKET SHIFTS 

• MUCH HIGHER LEVELS OF APARTMENTS IN URBANIZED AREAS 
• MUCH LOWER LEVELS OF SINGLE-FAMILY HOMES IN THE INLAND AREAS 

FOR SAN DIEGO COUNTY, THE GEOGRAPHICAL PATTERN IS SIMILAR 
BUT IT FOLLOWS A SOUTHERN TO NORTHERN DIRECTION 
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COMBINED IMPACT OF FAVORABLE AND CONSTRAINING FACTORS - HIGHER SHARE OF APARTMENTS 

MILLENNIALS ARE RAISING THE SHARE OF APARTMENTS TO VERY HIGH LEVELS 

SOUTHERN CALIFORNIA: APARTMENT SHARE OF NEW PERMITS 
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SOUTHERN CALIFORNIA-TYPES OF NEW HOUSING PRODUCTS BY GEOGRAPHIC AREAS 
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APARTMENT RENTALS 
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SOUTHERN CALIFORNIA: COMPOSITION OF NEW HOMES 
SINGLE-FAMILY VS. APARTMENT SHARES 
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E. EMPLOYMENT BY FIRMS LOCATED IN THE 
NEARBY CITY OF ESCONDIDO 

The characteristics of the economic base for the CFD No. 2008-1 local economy Information were analyzed 
using information compiled by the Employment Development Department (EDD) specifically for firms 
located in the City of Escondido, the nearest City, including the number of employees and the payroll 
amounts. 

Note: Employment represents personnel on the payroll, and as such 
includes both full-time as well as part-time employees. 

Composition of Employment by Sectors: 

The firms in the City Escondido recently had about 45,200 employees; the sectors with the highest shares of 
employees are as follows: 

Retail Trade: 
Construction: 
Healthcare and Social Assistance: 
Local Government: 
Accommodation and Food Service: 

19.0% 
14.8% 
11.3% 
10.7% 
9.2% 

CITY OF ESCONDIOO - 2015 LEVELS OF EMPLOYMENT BY ECONOMIC SECTORS 
(INCLUDES FULL-TIME AND PARTTIME POSITIONS! 
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Payroll by Employment Sectors: 

For the firms in the City of Escondido, the average recent payroll per employee amounted to some $45,216, 
on the average, for full and part-time employees. 

The sectors with the highest payrolls per employee (full & part-time), according to EDD, are as follows: 

Utilities: 
Information: 
Finance and Insurance: 
Management: 
Federal Government: 

$124,024 (only 342 employees) 
$68,153 
$66,353 
$62,971 
$60,723 

CITY OF ESCONDIDO: 2015 AVERAGE PAYROLL PER EMPLOYEE BY ECONOMIC SECTORS 

(SALARIES REFLECT FULL AND PART TIME POSITIONS) 
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G. CONCLUSIONS ON RECENT/ FUTURE HOUSING MARKET CONDITIONS 
FOR SAN DIEGO COUNTY AND THE CFD MARKET AREA 

The recent trends/patterns for the economy and housing market in County of San Diego and the Market Area, 
along with Empire's forecast for economic growth and housing demand based upon its Designated Economic 
and Real Estate Scenario, are now discussed. 

Housing Price Bubble: Starting in 2002, housing prices began to appreciate as mortgage rates declined, and 
then the rate of appreciation accelerated during 2004 to 2006 due to the pervasive use of non-conventional 
(creative) financing structures. During this time period, these financing structures and related financing 
factors, rather than employment growth, were the primary driving forces underlying the extraordinary rate of 
housing price appreciation for California, and also for San Diego County. 

Price Bubble Implosion: During 2007 to 2009, housing prices decreased significantly, pushing a substantial 
proportion of homeowners who purchased their homes during the price bubble into a position of negative 
equity, especially those that had high loan to value ratios. The enormous number of homeowners under 
duress caused an over-supply of homes which, in tum, severely depressed new development activity. 

Foundation for Recovery: Starting in 2010, and continuing through 2012, housing prices were relatively 
stable, and this enabled the housing market to go through a consolidation phase: 

• Many homeowners with negative equity went through foreclosures and short sales. 
• These homes, in tum, were purchased by new bona-fide homeowners as well as investors that 

benefited from lower prices. 
• Although mortgage rates were very favorable, mortgage lending criteria were tighter for 

households and many investors were cash buyers. 

Market Recovery During 2013-2014: The housing market moved into a recovery phase, with the return of 
employment growth, and housing prices increased by some 20% during 2013. 

Normal Market Conditions During 2015-2017+: Employment, the traditional driver of housing price 
appreciation, has reached a new peak level, thereby recovering the jobs that were lost during the Great 
Recession. During the foreseeable future, employment is expected to increase at a moderate rate, and this 
will enable the housing market to return to its "historical" rate of price appreciation. However, the near-term 
recovery is not expected to be as robust as the typical recovery, due to the following macroeconomic 
conditions: 

• Millennials have a preference to reside in urbanized areas and rent apartments, rather than 
commute to the suburban/rural areas to purchase moderately priced single-family homes. 

• Reducing the Federal Deficit through higher tax rates and lower spending. 
• Federal Reserve Board re-balancing its accounts by selling recently purchased securities. 

County of San Diego's Expected Employment and Housing Market Conditions: The City of Escondido 
has established a strong employment base, with local firms having some 45,200 employees. Furthermore, the 
Project Market Area benefits from a strong employment base in San Diego County, with commuters coming 
to the area due to more moderately priced housing. Consequently, the San Diego housing market recovery 
will continue to strengthen as employment gains generate a stronger demand for new homes, thereby 
providing support for the residential projects in CFD No. 2008-1 IA-1. 
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SECTION III: MICROECONOMIC ANALYSIS 

A. METHODOLOGY UNDERLYING THE MICROECONOMIC ANALYSIS OF 
THE RESIDENTIAL PROJECTS IN CFD NO. 2008-1 IA-1 

The microeconomic analysis focuses upon the competitiveness of the residential projects in CFD No. 2008-1 
IA-1 with regards to the regional geographical development patterns within San Diego County and also the 
currently active comparable projects within the Project Market Area. 

B. Competitiveness ofCFD No. 2008-1 IA-1 from a 
Geographical Regional Perspective 

* Location ofCFD No. 2008-1 IA-1: 

Relative to Employment Centers/Business Parks 
Commuting Patterns: Employment Centers to Residential Areas 

C. Recent Construction Activity/Trends in San Diego County 

- Residential: Single-family and Multiple-family 
- Industrial, Office and Retail 

D. Socioeconomic Characteristics 

- Crime Levels and Safety 
- Quality of Schools and Education 

E. Competitive Housing Market Analysis of the 
Projects in CFD No. 2008-1 IA-1 

Identification of Currently Active Residential Projects 
Selection of the Comparable Projects 

Location ofCFD No. 2008-1 IA-1 and Market Comparables 

Competitive Market Analysis of the Projects in CFD No. 2008-1 IA-1: 
Statistical Analysis of the Prices, Living Areas and Special Taxes 
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B. COMPETITIVENESS OF CFD NO. 2008-1 IA-1 
FROM A REGIONAL PERSPECTIVE 

From a regional perspective, the competitiveness of CFD No. 2008-1 IA-l's residential projects are 
influenced by the development patterns for employment and housing within the Southern California Market 
Region (MR), and their interrelationships with the CFD No. 2008-1 IA-I Market Area. Specifically, 
Business Parks generate industrial-office development while Planned Communities generate residential and 
commercial-retail development; additionally, the flow of traffic between them is facilitated by the freeways 
and highways. 

• Expansion of Employment Centers and Business Parks 

The currently established major employment center in San Diego County is Central San Diego 
County. North San Diego County, which includes CFD No. 2008-1 IA-1, has second largest 
economic base in San Diego County, and it has capacity to accommodate future employment 
expansion as well. 

DISTRIBUTION OF INDUSTRJAL, OFFICE AND RETAIL SPACE 
BY SUB-AREAS WITIDN SAN DIEGO COUNTY 
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• Commuting Patterns: Employment Centers to Residential Areas 

Some of the households employed in central San Diego reside in northern San Diego County 
since it offers more moderately priced housing; these commuting patterns are based upon the 
freeways/highways that link the San Diego central employment centers to the Market Area. 

The spillover of housing demand from San Diego County's major economic bases extends further 
along the 15 Freeway into southern Riverside County, to cities such as Temecula that offer more 
moderately priced housing. 
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SAN DIEGO COUNTY COMMUTING PATTERNS 

Based upon the most recent data available (2006-2010), some 1,371,498 workers lived and worked in San 
Diego; of these, 49,403 commuted to other counties for work. So, about 4% of all people who resided/lived 
in San Diego County commuted to their place of work outside of the county. The largest number of such 
commuters went to Orange County, 18,788, due to its large employment center that provides numerous 
additional employment opportunities. 

We!rtt!R ~ommttllm;g Fro«ti ----c1 
a.au llRJtgo fo· Olibiir Coo!YtM 

Conversely, some 74,529 workers who resided outside of San Diego County commuted into San Diego, with 
over half of these (38,830) coming from Riverside County. These workers are attracted to the strong 
employment opportunities in San Diego but reside in Riverside County due to more moderately priced 
housing. 
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C. RECENT CONSTRUCTION ACTIVITY TRENDS/PATTERNS 
IN SAN DIEGO COUNTY 

DURING 2008-2012, LOW NEW RESIDENTIAL ACTIVITY 

STARTING IN 2013, INCREASING LEVELS OF APARTMENTS 
BUT STILL LOW LEVELS OF SINGLE FAMILY 

NEW RESIDENTIAL HOMES AND APARTMENT UNITS 
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D. SOCIOECONOMIC CHARACTERISTICS: 
CRIME LEVELS AND THE QUALITY OF SCHOOLS 

When households consider the purchase of a home, the primary factors are the location of the residence 
relative to their place of employment and also the prices that they can afford; furthermore, secondary 
socioeconomic factors that are significant include neighborhood/personal safety as well as the quality of the 
schools; accordingly, these are now discussed. 

1. Crime Levels and Safety 

To gauge the safety of the CFD No. 2008-1 IA-1 Market Area, information on crime levels was obtained 
utilizing the most recent data available from the Federal Bureau of Investigation (FBI) Index which covers 
2015, with a focus on "Violent Crimes". 

• California - Statewide: The violent crime rate is 4.28 per 1,000 people per year. 

• County of San Diego: The violent crime rate is significantly lower at 3.35 per 1,000 people per 
year. 

SOCIOECONOMIC CHARACTERISTICS: PERSONAL SAFETY 
VIOLENT CRIMES 1,000 RESIDENTS; FBI DATA - 2015 
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The County of San Diego has a relatively low violent crime rate as compared to California. The nearby 
cities of San Marcos and Poway have lower levels of violent crime rates than the County, but Escondido has 
a higher crime rate than the County. 
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2. Quality of Schools and Education 

To gauge the quality of schools in the CFD No. 2008-1 IA-1 Market Area and its vicinity, information was 
compiled on educational achievement, utilizing the Academic Performance Index Scores ( API), published by 
the California Department of Education, reflecting the most recent report available. 
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SOCIOECONOMIC CHARACTERISTICS: EDUCATIONAL QUALITY 
RECENT API SCORES 

790 

Escondido Union School Escondido Union High San Diego County California 
District School District 

Accordingly, Escondido Union School District and Escondido Union High School District both have API 
scores that are somewhat lower than California and San Diego County. 

On the California School Dashboard, Escondido Union High received a Green rating on graduation rate 
performance level (2nd highest level out of five). 

Conclusions 

From a socioeconomic perspective, the cities closest to Harmony Grove have a similar or lower crime rates 
than San Diego County and California. The relevant school districts have a somewhat lower API scores as 
compared to San Diego County and California. But the high school district has an above average graduation 
rates as compared to San Diego County and California. Overall, the CFD has favorable socioeconomic 
factors which will support the demand for its housing products. 

37 



E. MARKET ANALYSIS OF THE PROJECTS IN THE CFD NO. 2008-1 IA-1 
COMPETITIVE HOUSING MARKET AREA 

The purpose of this section is to provide an overview of the currently active comparable projects in the 
Competitive Housing Market Area, and then to compare their characteristics to the active/forthcoming 
projects in CFD No. 2008-1 IA-I. 

• Harmony Grove Village: Currently Active Projects 
✓ Lusitano 
✓ Canteridge 
✓ Seabreeze 

(Note: Andalucia - Model Complex in IA-I but Housing Sales Currently in IA-2) 

• Roripaugh Ranch in Temecula; three single-family detached projects: 
✓ The Pinnacle 
✓ Montego 
✓ Cambridge 

• Projects in the City of Poway; two single-family detached projects: 
✓ Avery Point at Veridian 
✓ Sur 33 at Del Sur 

COMPETITIVE HOUSING MARKET AREA: RELEVANT CITIES 
APPROXIMATE LOCATIONS 
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These 13 projects (10 active and 5 forthcoming) have entitlements for 894 homes; their marketing status is as 
follows: 

• CFD No. 2008-1 IA-1 has 8 projects, three active selling homes IA-1 and another 5 forthcoming, 
with a total of 442 planned homes; of these, 106 have closed escrow. 

• Roripaugh Ranch in Temecula 3 projects with 296 planned homes; of these, 243 have closed escrow. 

• Poway has 2 projects with 154 planned homes; of these, 40 have closed escrow. 

CID 2008-1 IA l COMPETITIVE HOUSING MARKET AREA 
CHARACTERISTICS OF ACTIVE PROJECTS DEVELOPMENT STATUS 
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The pnces of homes in these projects, including the currently active comparable projects and also the 
active/forthcoming projects in CFD No. 2008-1 IA-1, are some $614,664 for some 2,734 sq.ft., on the 
average: 

• CFD No. 2008-1 IA-1 Active: $549,167 for some 2,113 sq.ft. of living area 

• CFD No. 2008-1 IA-1 Forthcoming: $642,280 for some 3,129 sq.ft. of living area; these are larger 
and higher priced than the CFD No. 2008-1 IA-1 active projects 

• Temecula - Roripaugh Ranch: $519,226 for some 3,064 sq.ft. of living area; these are larger but 
lower priced. 

• Poway Projects: $786,900 for some 2,195 sq.ft. of living area; these have similar sizes but much 
higher priced. 

CFD 2008-1 IA-1 COMPETITIVE HOUSING MARKET AREA 
HOUSING PRICES AND LIVING AREAS 
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To compare the prices of the homes in these projects, their value ratios are utilized, the price per sq. ft. of 
living area, since this effectively makes adjustments for differences in their sizes of living areas. The value 
ratios for all of the projects amount to $235 per sq. ft. of living area. 

Their Special Taxes/ Assessments amount to some $4,861/yr. or 0. 79% as a ratio to the housing prices. 

• CFD No. 2008-1 IA - Active projects have a value ratio of $262. The expected Special Taxes amount 
to $4,949 per year. (0.90%). 

• CFD No. 2008-1 IA - Forthcoming projects have a value ratio of $208. The expected Special Taxes 
amount to $5,878 per year. (0.91 %). 

• Temecula - Roripaugh Ranch has a value ratio of $170 and their Special Taxes/ Assessments amount 
to $3,175/yr. (0.61%). 

• Poway Projects have a value ratio of $358 and their Special Taxes/ Assessments amount to $4, 714/yr. 
(0.60%). 

CFD 2008-1 IA l COMPETITIVE HOUSING 
MARKET AREA VALUE RATIOS AND SPECIAL TAXES 
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Competitive Market Analysis 

The Competitive Market Analysis involves a statistical comparison of the currently active project in CFD 
No. 2008-1 IA-1, using their total housing prices (base price less incentives plus special tax liens) and their 
sizes of living area. 

Comparable Projects: The projects to the south in Poway that are closer to the central San Diego 
employment center have higher prices and lower square footages. Conversely, the projects to the north in 
Temecula have lower prices than the CFD No. 2008-1 IA-1 reflecting their more distant location from the 
central San Diego employment center. These are shown by blue circles for the Temecula projects and 
orange squares for the Poway projects. 

CFD No. 2008-1 IA-1 Projects: These eight active/forthcoming projects are represented by green triangles. 
These green triangles are between the Poway and Temecula project price points, so the prices/special taxes 
for the currently active projects in CFD No. 2008-1 IA-1 are regarded as being competitive in the 
marketplace. 

CFD2008-1 IA 1 COMPETITIVE MARKET ANALYSIS 
TOTAL PRICE= HOUSING PRICE+ PRESENT VALUE OF SPECIAL TAXES 
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Project 

Locations 

CFD No 2008-1 IA-1 - Harmon"Grove 

CFD No 2008-1 IA-1 - Harmony Grove 

CFD No 2008-1 IA-1 -Harmony Grove 

CFD No 2008-1 IA-1 -Harmonv Grove-

CFD No 2008-1 IA-1 -Harmony Grove-

CFD No 2008-1 IA-1 -Harmon" Grove-

CFD No 2008-1 IA-1 -Harmony Grove-

CFD No 2008-1 IA-1 - Harmony Grove-

Temecula Ronpaugh Ranch 

Temecula Ronpaugh Ranch 

Temecula Ronpaugh Ranch 

PowavFroects 

Poway FroJects 

Statistical Summary 

CFD No 2008-1 IA-1 - Harmony Grove 

CFD No 2008-1 IA-1 - Harmony Grove -

Temecula Ronpaugh Ranch 

Poway FroJects 

Totals/Averages 

CHARACTERISTICS OF THE ACTIVE/FORTHCOMING PROJECTS IN CFD NO. 2008-1 IA-1 
AND OTHER COMPARABLE PROJECTS IN THE COMPETITIVE MARKET AREA 

Project Builder Product Type Project Size and Sales Housing Prices. Incentives Size of Living Area 

Total Escrow., Future Escrow Lo"""r Average Upper Lo"""r Average Upper 

Estimated 
June 5, Closing Builder 

Closed; June 
5, 2017 

2017 + Rate/Yr. Only 

Active Lusrtano CalAllant,c Homes Detached o, ,o cs " $502,000 $516500 $531,000 w 1,651 1,826 2,000 

Active Cantendge CalAllant,c Homes Detached " " " ,0 $528,000 $534500 $541,000 w 1,922 2,029 2,136 

Active Seabreeze CalAllant,c Homes Detached WO " SC " $573,000 $596500 1/320,000 w 2,185 2.484 2.783 

Forthcom1nq Andalucra CalAllant1c Homes Detached ,o 0 ,o WA $643,900 $667 900 1/391 ,900 w 2,980 3,310 3,640 

Forthcoming Wh1tt1ngham CalAllant1c Homes Detached d 0 d WA $720,000 $742500 $765,000 w 3,750 3,975 4.200 

Forthcom1no \alla e Court CalAllant1c Homes Detached '° 0 '° WA $577 .500 $602500 1/327 .500 w 2,682 2,869 3,055 

Forthcoming Martingale CalAllant1c Homes Detached d 0 d WA $525,000 $535000 $545,000 w 2.204 2.282 2,359 

Forthcoming H1lls1de Compound CalAllant1c Homes Detached " 0 " WA $635,000 $663500 1/392,000 w 2,953 3,209 3.465 

The Pinnacle KB Home Detached o, cc " " $441,990 $517.490 $592,990 w 2,060 3,120 4,180 

Montego CalAllant1c Homes Detached 00 so w d $441,900 $516900 $591,900 w 2,399 2,939 3.479 

Cambridge CalAllant1c Homes Detached WO so " d $510,928 $523288 $535,648 w 3,059 3,133 3.207 

AvervP01nt atVend1an CalAllant1c Homes Attached cs '° rn " $705,900 $746.400 $786,900 w 1.765 2,160 2.554 

Sur 33 at Del Sur CalAllant1c Homes Detached % 0 % m $807,900 $827 .400 $346,900 w 2,021 2,230 2.438 

Salesll'roject -Annually 

Active " ' m ms ''" % $534,333 $549,167 $564,000 w 1,919 2,113 2,306 

Forthcoming WA C '" 0 '" 0 $620,280 $642280 1/364.280 w 2,914 3,129 3,344 

" ' n m C, w, $464,939 $519226 $573,513 w 2.506 3,064 3,622 

C, ' n, '° "' WC $756,900 $786900 $316,900 w 1,893 2,195 2.4% 

n so, ,o, cm '°' $585,617 $614644 1/343,672 w 2.433 2.736 3,038 

43 

Special 

Value Assessments/Taxes 

Raio Amount/ Ratio/ 

,ro, Price 

cs, $4,664 0 90% 

RU $4,800 0 90% 

"'° $5,382 0 90% 

RW 1/3.250 0 94% 

$187 1/3.755 0 91% 

RW $5,481 0 91% 

"" $4,867 0 91% 

"°' 1/3,036 0 91% 

$166 $3.244 0 63% 

$176 $3,100 0 60% 

$167 $3,181 0 61% 

"" $4,228 0 57% 

"" $5,200 0 63% 

"" $4,949 0 90% 

ROS $5,878 0 91% 

$170 $3,175 0 61% 

ecs $4.714 0 60% 

0% $4,861 0 79% 



SECTION IV: ESTIMATED ABSORPTION SCHEDULES FOR THE 
PROJECTS IN CFD NO. 2008-1 IA-1 

The purpose of this section is to estimate the absorption schedules for each of the eight residential projects in 
CFD No. 2008-1 IA-1; accordingly, this is based upon a consideration of the macroeconomic and 
microeconomic factors discussed above along with the characteristics of the projects in CFD No. 2008-1 
IA-1. 

Potential Demand for Homes: 

The demand for the projects/homes in CFD No. 2008-1 IA-1 will come from the following sources: 

• San Diego County is expected to continue to have favorable employment growth during the 
foreseeable future; additionally, the City of Escondido has also established a secondary economic 
base as well; these are favorable since employment growth is the primary factor driving the demand 
for new homes. 

• Based upon a market analysis of the competing projects, including their locations, prices, living 
areas and special taxes, the currently active projects in CFD No. 2008-1 IA-1 regarded as being 
competitive in the marketplace 

• Some households employed in the central portion of San Diego seek moderately priced single
family housing in the northern portion of the county; the projects in CFD No. 2008-1 IA-1 are 
competitively priced to capture a portion of this demand. 

Actual/Expected Market-Entry of Projects 

• With regards to the market entry of the projects, four entered the marketplace in May 2015; however, 
one of these, Andalusia, is currently selling homes in IA-2. Consequently, as a safeguard, Empire 
assumes that all of the homes that Andalucia has in IA-2 are marketed prior to the absorption of the 
homes in Andalucia in IA 1. 

• For the remaining four projects, their market entry times are expected to be as follows: one in Fall 
2017, another in Spring 2018 and the final two during 2019. 

Timing of Infrastructure and Construction of Homes by CalAtlantic Homes 

• The developer/builder, CalAtlantic Homes, provided Empire Economics with their anticipated 
development schedule, with regards to the timing of pulling building permits for the construction of 
the homes. 

• Accordingly, Empire considered CalAtlantic's development/construction schedule in arriving at its 
estimated absorption schedules for each of the projects, to ensure that forecasted absorption ( escrow 
closings) did not exceed the supply of available homes. 

44 



Estimated Absorption Schedules: All Projects 

Therefore, based upon an analysis of the economic and real estate conditions in the CFD Market Area along 
with the characteristics of the residential projects in CFD No. 2008-1 IA-1 as well as CalAtlantic Homes' 
phasing schedule, the estimated absorption schedules are as follows: 

As of June 5, 2017: 106 escrows closed 

June 5 - Dec. 31, 2017: estimated 80 escrows closed, based upon homes sold but not yet closed 

January-December 2018: 88 more escrow closings 

January-December 2019: 60 escrow closings, as projects start to close out 

January-December 2020: 52 escrow closings 

January-December 2021: 45 escrow closings 

January-December 2022: the final 11 escrow closings, as all of the projects are closed-out 

Estimated Absorption Schedules for CFD No. 2008-1 IA-1, Starting June 5, 2017: Each Project 

Lusitano: 

Canteridge: 

Seabreeze: 

Andalucia: 

Whittingham: 

Village Court: 

Martingale: 

39 Escrows Closed; remaining 58 homes by early 2019 

43 Escrows Closed; remaining 26 homes by Dec. 2018 

24 Escrows Closed; remaining 85 homes by mid-2019 

0 Escrows Closed; Absorption of 49 homes during 2020-2021 
(Note: Absorption commences after all of the homes in IA-Bare closed-out) 

0 Escrows Closed; Absorption of 27 homes during 2018-2020 

0 Escrows Closed; Absorption of 40 homes during 2018-2019 

0 Escrows Closed; Absorption of 27 homes during 2020-2022 

Hillside Compound: 0 Escrows Closed; Absorption of 24 homes during 2020-2022 

For additional information on the estimated absorption schedules for the residential products in the CFD No. 
2008-1 IA-1, please refer to the following table and graphs. 

Potential Risk Factors 
With respect to potential macroeconomic-financial risk factors, the primary driver of the housing market is 
employment growth, and the prospects for continued growth appear to be favorable. With regards to the 
potential impacts of higher mortgage rates, gradual increases over time do not have a significant adverse 
impact. Empire has analyzed the role of mortgage rates during 2007 to 2015, and this appears in the 
following section. 
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CFD NO. 2008-1 IA-1: ESTIMATED ABSORPTION SCHEDULES 

!Projects> Lusitano Canteridge Seabreeze Andalucia Whittingham Village Court Martin!Ple Hillside Compound Overall 

Totals Averages 

!Product Type Detached Detached Detached Detached Detached Detached Detached Detached 

Buildir Ca!Atlanhc Homes Ca!Atlanhc Homes Ca!Atlanhc Homes Ca!Atlanhc Homes Ca!Atlanl!c Homes Ca!Atlanhc Homes Ca!Atlanhc Homes Ca!Atlanl!c Homes 

Market-Entrv Mav 2015 Mav 2015 Mav 2015 Mav 2015 Fall 2017 Spnng 20 18 2019 2019 

Housing Units 

!Totals - IA-1 and IA-2 n " '" '" '" " n 00 rn 
Share - IA-1 and IA-2 145% 103% 162% 192% 179% 95% 40% 83% 1000% 

otals- IA-1 Only n " '" " n " n " m 
Share - IA-1 Only 219% 156% 24 7% 111% 61% 90% 61% 54% 100% 

Development and Marketing Status for IA-1 

Escrows Closed, June 5, 20 17 so " " ' ' ' ' ' '" 16% 

Future Occu~anc1es ,s " So " n " n " m 50% 

Md11!onal Umts Sold June 5, 2017 n " ,s ' ' ' ' ' SC 12% 

Number of Homes by Plan - Estimated for IA-1 

Totals n " '" " n " n " m 

LivingAreasfor IA-1 

Averages 1,833 2,093 2,488 3,084 3,967 2,884 2,256 3,246 2,502 

Current Base Prices for IA-1 

Averages $515,948 $538,652 $592,670 $653,022 $737,778 $602,500 $531,667 $672,000 $584,426 

lvalue Ratios $281 $257 $238 $212 $186 $209 $236 $207 $234 

Lusitano Canteridge Seabreeze Andalucia Whittingham Village Court Martingale Hillside Compound 

Empire's Estimated Absorption Schedules for IA-1 

(Escrow Closings) Escrow Closings -------- Empire Closings --

AsofJune5,2017 so " " ' ' ' ' ' '" '" 
June 6 -Dec 31, 2017 n " ,s ' ' ' ' ' SC mo 

2018 " " " ' ' s ' ' ss rn 
2019 ' ' u ' rn " ' ' rn m 
2020 ' ' ' " s ' rn ' " ,so 
2021 ' ' ' " ' ' " rn " rn 
2022 ' ' ' ' ' ' 0 ' " "' 
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CFD 2008-1 IMPROVEMENT AREA NO. 1: 
ESCROW CLOSINGS AND ESTIMATED ABSORPTION SCHEDULES 

RECENT 
ABSORPTION ESTIMATED FUTURE ABSORPTION 

Escrows Closed; June 6 - Dec. 2018 2019 2020 
June 5,, 2017 31, 2017 
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CFD 2008-1 IMPROVEMENT AREA NO. 1: 
ESCROW CLOSINGS AND ESTIMATED ABSORPTION SCHEDULES 

RECENT 
ABSORPTION ESTIMATED FUTURE ABSORPTION 
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Escrows June 6 - Dec, 2018 2019 2020 2021 2022 
Closed; June 31, 2017 

5,, 2017 
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• Hillside Compound 

111 Martingale 

• Village Court 

• Whittingham 

111Andalucia 

• Seabreeze 

11 Cante ridge 

• Lusilano 



SECTION V: SENSITIVITY ANALYSIS: 
EMPLOYMENT CHANGES AND MORTGAGE RATES 

The purpose of this section is to perform an analysis of the impacts that employment changes and levels 
of mortgage rates had on sales for homes. To analyze this, the Planned Community of The Villages of 
Valencia in the Santa Clarita area is utilized, since this has a significant amount of data on market 
conditions during the 2007-2015 time period. 

• Sales of homes for the projects in The Villages of Valencia were relatively low during 2007 to 
2011, but then increased dramatically during 2012 through 2015. 

• Employment changes were negative/minimal during 2007 to 2011, ranging from -5.6% to +0.8%. 
But then starting in 2012 and continuing thereafter, employment rose by 1.8% to 3.0% per year. 

• Mortgage rates started at a level of 6.4% in 2007 and declined to 4.5% in 2011, a decrease of 
-1.9%. By comparison, from 2011 to 2015, mortgage rates declined from 4.5% to 3.9%, a change 
of only -0.6%. 

Therefore, the increases in home sales during 2012 and 2015 was driven primarily by strong employment 
growth; additionally, mortgage rates were favorable as well, resulting in lower monthly payment levels. 

Conversely, during 2007 to 2011, when mortgage rates declined to low levels but employment was 
decreasing, housing sales did not rise substantially, and so mortgage rates are regarded as a secondary 
factor. Please refer to the graph below for the supporting empirical data. 

MORTGAGE RATE SENSITIVITY ANALYSIS 
LEVEL OF HOME SALES VS. EMPLOYMENT CHANGES AND MORTGAGE RATES 
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This relationship has parallels to what occurred in San Diego County during 1988 and 1989: housing 
prices rose by about 20% per year, despite mortgage rate levels of some 10.5% because employment was 
increasing at a strong rate of more than 5% per year. 



SECTION VI: ASSUMPTIONS AND LIMITING CONDITIONS 
The Market Absorption Study for CFD No. 2008-1 IA-I is based upon various assumptions and limiting 
conditions; accordingly, these are as follows: 

Title to Property 
No opinion as to title is rendered. Data related to ownership and legal description, obtained from governmental 
records related to the formation of the District that forms the basis for identifying the boundaries of CFD No. 2008-1 
IA-1 are considered reliable. Title is assumed to be marketable and free and clear of all liens, encumbrances, 
easements and restrictions except those specifically discussed in the report. The property is evaluated assuming 
to be under responsible ownership and competent management and available for development to highest and best use. 

Property Boundaries 
No survey or engineering analysis of CFD No. 2008-1 IA-I property has been made by the market analyst; the 
District Engineer's report utilized for the Bond is deemed to be reliable. The market analyst assumes the existing 
boundaries to be correct, that no encroachments exist and assumes no responsibility for any condition not readily 
observable from customary investigation and inspection of the premises, which might affect the valuation, 
excepting those items which were specifically mentioned in the report. 

Accuracy of Information from Others 
In preparing this report, the market analyst was required to rely on information furnished by other individuals or 
found in previously existing records and/or documents. Unless otherwise indicated, such information is presumed 
to be reliable. However, no warranty, either expressed or implied, is given by the market analyst for the accuracy of 
such information and the market analyst assumes no responsibility for information relied upon and later found to 
have been inaccurate. The market analyst reserves the right to make such adjustments to the analyses, opinions and 
conclusions set forth in this report as may be required by consideration of additional data or more reliable data that 
may become available. 

Date of Study 
The date to which the conclusions and opinions expressed in this report apply as set forth in the study. 
Furthermore, the dollar amount of any price/value opinion rendered was based upon the purchasing power of the 
American dollar existing on that date. 

Hidden or Unapparent Conditions 
The market analyst assumes no responsibility for hidden or unapparent conditions of the property, subsoil, 
groundwater or structures that render the subject property more or less valuable. No responsibility is assumed for 
arranging for engineering, geologic or environmental studies that may be required to discover such hidden or 
unapparent conditions. 

Opinions of a Legal/Specialized Nature 
No opinion is intended to be expressed for matters which require legal expertise or specialized investigation or 
knowledge beyond that customarily employed by the market analyst. 

Right of Publication of Report 
Possession of this report, or a copy of it, does not carry with it the right of publication except for the party to whom 
it is addressed. Without the written consent of the market analyst, this report may not be used for any purpose by 
any person other than the party to whom it is addressed. In any event, this report may be used only with properly 
written qualification and only in its entirety for its stated purpose. 

Soil and Geological Studies 
No detailed soil studies or geological studies or reports were made available to the market analyst. Assumptions 
employed in this report regarding soils and geologic qualities of the subject property have been provided to the 
client. However, such assumptions are not conclusive and the market analyst assumes no responsibility for soils or 
geologic conditions discovered to be different from the conditions assumed unless otherwise stated in this report. 
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Earthquakes and Seismic Hazards 
The property which is the subj eel of this market analysis is within a geographic area prone to earthquakes and 
seismic disturbances. Except as specifically indicated in the report, no seismic or geologic studies have been 
provided to the market analyst concerning the geologic and/or seismic condition of the subject property. The 
market analyst assumes no responsibility for the possible effect on the subject property of seismic activity and/or 
earthquakes. 

Testimony or Court Attendance 
Testimony or attendance in court or at any other hearing is not required by reason of rendering this market 
analysis, unless such arrangements are made a reasonable time in advance of said hearing. Separate arrangements 
would need to be made concerning compensation for the market analyst's time to prepare for and attend any such 
hearing. 

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

Environmental and Other Regulations 
The property is evaluated assummg it to be in full compliance with all applicable federal, state and local 
environmental regulations and laws, unless otherwise stated. 

Required Permits and Other Governmental Authority 
Unless otherwise stated, the property evaluated is assumed to have all required licenses, permits, certificates, 
consents or other legislative and/or administrative authority from any local, state or national government or 
private entity or organization that have been or can be obtained or renewed for any use on which the evaluation 
analysis contained in this report is based upon. 

Liability of Market Analyst 
The liability of Empire Economics, the market analyst responsible for this report, is limited to the client only and to 
the fee actually received by the market analyst. Further, there is no accountability, obligation or liability to any third 
party. If this report is placed in the hands of anyone other than the client, the client shall make such party aware of 
all limiting conditions and assumptions of the assignment and related discussion. The market analyst is in no way to 
be responsible for any costs incurred to discover or correct any deficiencies or any type present in the property-
physical, financial, and/or legal. 

Presence and Impact of Hazardous Material 
Unless otherwise stated in the report, the market analyst did not become aware of the presence of any hazardous 
material or substance during the market analyst's general inspection of the subject property. However, the 
market analyst is not qualified to investigate or test for the presence of such materials or substances. The 
presence of such materials or substances may adversely affect the evaluation of the subject property. The 
evaluation in this report is predicated on the assumption that no such material or substance is present on or in the 
subject property or in such proximity thereto that it would cause a change in the evaluation analysis. The market 
analyst assumes no responsibility for the presence of any such substance or material on or in the subject 
property, nor for any expertise or engineering knowledge required to discover the presence of such substance or 
material. Unless otherwise stated, this report assumes that subject property is in compliance with all federal, state 
and local environmental laws, regulations and rules. 

Structural Deficiencies of Improvements 
The market analyst has not performed a thorough inspection of the subject property, and except as noted in this 
report has not found obvious evidence of structural deficiencies in any improvements located on the subject 
property. Consequently, the market analyst assumes no responsibility for hidden defects or nonconformity with 
specific governmental requirements, such as fire, building and safety, earthquake or occupancy codes, unless 
inspections by qualified independent professions or governmental agencies were provided to the market analyst. 
Further, the market analyst is not a licensed engineer or architect and assumes no responsibility for structural 
deficiencies not apparent to the market analyst at the time of their inspection. 

51 



Presence of Asbestos 
The market analyst is not aware of the existence of asbestos in any existing improvements on the subject property. 
However, the market analyst is not trained to discover the presence of asbestos and assumes no responsibility 
should asbestos be found in or at the subject property. For the purposes of this report, the market analyst assumes 
the subject property is free of asbestos and the subject property meets all federal, state and local laws regarding 
asbestos abatement. 

Acreage of Property 
The acreage has been abstracted from the documents relating to the District which is assumed to be accurate. 
If the Assessor's map or legal description is subsequently found to be in error, we reserve the right to amend the 
market analysis. 

Designated Economic Scenario 
The Market Absorption Study focuses upon the expected absorption schedules for the products in CFD No. 2008-
1 IA-1 according to the designated economic scenario. Specifically, this scenario represents the economic and real 
estate conditions for the Market Region and also the Market Area during the foreseeable future according to the most 
probable conditions, and this is regarded as being appropriate for the Bond Financing. However, the economic and 
market conditions which actually materialize on a year by year basis may differ from those presented according to 
the designated economic scenario, as a result of exogenous factors which are difficult to forecast/quantify. 
Accordingly, the designated scenario should be utilized as an economic framework for evaluating the marketing 
prospects of the properties within CFD No. 2008-1 IA-I rather than a "literal" representation of what is expected to 
occur on a year/year basis during the foreseeable future. 

Provision of the Infrastructure; Role of Coordinator 
The Market Absorption Study assumes that the governmental agencies that supply public facilities and services, 
including water, provide these in a timely manner so that the proposed projects/products in CFD No. 2008-1 IA-I 
can respond to the expected market demand for their products. Otherwise, if the required infrastructure is not 
available in a timely manner, then the absorption of the projects/products could be adversely impacted. 

Property Owner/Builder Responsiveness to Market Conditions 
The Market Absorption Study assumes that the property owner/builder in CFD No. 2008-1 IA-I respond to the 
market conditions with products that are competitively priced and have the features/amenities that are desired by 
the purchasers. This is an especially critical assumption since some of the homes in the projects/products in CFD No. 
2008-1 IA-I have yet entered the marketplace, and so the specific characteristics of their products cannot be identified 
until they actually offer products on the marketplace. Consequently, to the extent that future projects/products have 
prices/features that differ from the competitive market standards, then their absorption schedules would need to be 
modified from those presented according to the designated economic scenario. 

Financial Strength of the Project Property owner/Builder 
The Market Absorption Study assumes that Project property owner/builder in CFD No. 2008-1 IA-l(and also their 
lenders) have sufficient financial strength to adequately fund their proj eels, including paying their Special 
Taxes/ Assessments, and that they have sufficient financial reserves which could be utilized to supplement their 
cash flow positions, in the event that adverse economic or market conditions occur. 

Market Absorption Study Timeliness of Results 
The Market Absorption Study performs a comprehensive analysis of the relevant land-use, economic and residential 
market conditions that are expected to influence the marketing success of the projects/products in CFD No. 2008-1 
IA-I . Nevertheless, the Study should be updated on a six-month basis, or even sooner, should these land-use and/or 
economic market conditions change significantly. 
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APPENDIX A: CREDENTIAL/QUALIFICATIONS OF EMPIRE ECONOMICS 

Educatiou: 

Resume: Joseph T. Janczyk, Ph.D. 
President of Empire Economics 

University of California, Riverside, Ph.D. in Economics, Completed in 1976 
Specializations in Urban Economics, Mathematical Modeling and Econometric Analysis 

State University of New York at Buffalo, Bachelors, Completed in 1970 
Dual Majors: Economics and Psychology 

Prior Employmeut: California State University, Tenured Economics Professor: 1976-1985 
Courses Taught: Mcroeconomics, :tvlacroeconomics, Urban Economics, 
Regional Economics, Computer Modeling, Econometrics, among others 

Empire Ecouomics: Chairman and President: 1986-Present 
• Perform Independent Real Estate Consulting Services Primarily for Land Secured Financings 
• Work for Public Entities including Counties, Cities, School Districts and Water Districts 
• Long-term Relationships with Many Clients, including San Diego County, 25+ years 
• Well Established Relationships with Numerous Professionals in the Municipal Finance Industry 
• Performed 500+ Studies on behalf of Public Entities for $15B+ in municipal financing 

o Land Secured Financings for Planned Communities, Business Parks and Retail Centers 
for 500+ CFDs/ ADs for $JOB bonds 
• Price Point Studies - Establish Special Taxes that conform to public entities' policies 
• Market Absorption Studies - Provide timelines for phasing infrastructure 
• Homeowner Equity Studies and Forecasts of Assessed Values 
• Economic Forecasting Studies: Forecast Employment and Housing Demand 

• Socioeconomic Studies Orange County Transportation Corridors: 2 studies $2.75B bonds 
o Designated as Municipal Bond Issue of the Year for 1999 
o Rating Agency and Bond Insurer Presentations - Trips to New York City 

• Mortgage Revenue Bond Issues: Lower Mortgage Rates 50+ studies for $1. 7B bonds 
• Other Municipal Bond Issues: 35+ studies $2B+ bonds; Certificates of Participation, others 
• Forthcoming Bond Issues: 30+ studies for $500M+ future bond sales 

Iudustry Coutributious - Regular Speaker/Pauelist at Followiug Eveuts: 
• State Treasurer, Mr. John Chiang: Council of Economic Advisors: January 2015 -Present 

o Bi-annual meetings and published articles in the Treasurer's Newsletter, Intersections 
• UCLA Municipal Bond Financing Seminars (10+ times, as Featured Speaker) 
• Bond Buyer Conference 
• League of Cities 
• Municipal Bond Industry Association 
• Best Practices for Continuing Disclosure 
• Appraisal Standards for Land Secured Financing by CDIAC 
• Meetings with Municipal Bond Funds 

Dedicated to Public Sector: Certificatious Provided iu each Study: 
• Empire has not performed any consulting services for the CFD/ AD property owners nor the 

developers/builders, during the past thirty years. 
• Empire will not perform any consulting services for the CFD/ AD property owners nor the 

developers/builders, during the next five years. 
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CDIAC Recommended Qualifications for Market Absorption Consultants 

The California Debt and Investment Advisory Commission (CDIAC), of which the State Treasurer serves as chair, 
published the Appraisal Standards for Land-Secured Financings (CDIAC Standards), with the input of municipal 
finance professionals. Many California issuers have recognized the CDIAC Standards as a basis for appraisals under the 
Mello-Roos Act, as well as providing standards for market absorption studies. Empire Economics surpasses the 
minimum recommended qualifications as proposed by CDIAC for market absorption studies, with respect to 
independence as well as qualifications and experience. 

CDIAC Recommendations Empire Economics 

Independence 

I. Avoid Conflicts of Interest: Knowing that 
developers and builders may influence the outcome 
of a market absorption study, market absorption 
analysts should describe their business relations with 
developers and builders during the past three years in 
the market absorption study. 

1. Empire Economics conducts market absorption studies only for 
governmental entities, and this has provided numerous public entities 
with a high level of comfort. By comparison, other firms that provide 
services to developers/builders may encounter "conflicts of interest" in 
trying to represent both the private and public sectors. 
2. Empire Economics, as part of the market absorption study, signs a 
Certification oflndependence which includes the following: 
* Empire Economics has not performed any consulting services for the 
District's property owners nor the developers/builders during the past 
thirty years. 
* Empire Economics will not perform any consulting services for the 
District's property owners nor developers/builders during the next five 
years. 

Qualifications and Experience 

I. Educational Qualifications: The market absorption 
analysts should possess at least a Bachelor's degree 
but preferably an advanced degree with courses in real 
estate and economics. 

2. Experience with Land-Secured Financings: The 
market absorption analysts should possess a minimum 
of five years of experience in performing market 
studies for land-secured financings. Additionally, they 
should be well versed in analyzing economic and real 
estate data that relates to the pricing and absorption of 
properties contained within a CFD and through this 
experience be capable of addressing issues unique to 
land-secured financing, including the use of Price 
Points in the Rate and Method of Apportiomuent. 

1. Dr. Janczyk received his Doctorate in Economics from the University 
of California. As a tenured Economics Professor at California State 
University, he taught courses in microeconomics, macroeconomics, 
regional economics, and computer modeling. Dr. Janczyk has been a 
featured speaker at numerous seminars including the California Debt 
Advisory Commission, Bond Buyer Conference, League of Cities, 
Municipal Bond Analysts, California Association of Realtors, and 
Moody's Investor Services, among others. 

2. During the past thirty years, Dr. Joseph T. Janczyk, president of 
Empire Economics, has prepared market absorption studies for more 
than five hundred land-secured Bond Issues, providing the comfort level 
required for numerous California counties, cities, school districts, water 
districts and other special districts to finance over $15 billion worth of 
capital improvement projects. 
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Empire Economics Bond Financing Experience 

Empire Economics has competed more than $15 billion of municipal bond financing during the past thirty 
years for public entities located throughout California: 

Mello Roos 
Assessment 

Bonds, 
$10.18 

EMPIRE ECONOMICS MUNICIPAL BOND ISSUES 
($15 BILLION) 

Mortgage Revenue 
Bonds, $2,0B 

Socioeconomic 
Forecasts/ 

Market Studies, 
$MB 

Empire Economics has participated in numerous land secured financings throughout Southern California 
counties; the distribution of these by counties has been as follows: 

EMPIRE ECONOMICS: LAND-SECURED FINANCINGS 

Consequently, the Municipal Bond Funds and Rating Agencies are familiar with Empire Economics and also the 
Price Point and Market Absorption studies that it has conducted for Planned Communities, Business Parks and Retail 
Centers in Southern California. This is beneficial to the forthcoming Bond Issues since these Market Studies have 
enabled Empire Economics to establish a high degree of credibility with the municipal Bond Funds and Rating 
Agencies. 
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APPENDIXE 
RATE AND METHOD OF APPORTIONMENT OF SPECIAL TAX 

Appendix E-1 
Rate and Method of Apportionment of Special Tax as originally adopted 

Appendix E-2 
Restatement of Section D of Rate And Method of Apportionment for County of San Diego 

Community Facilities District No. 2008-01 Improvement Area No. 1 (Harmony Grove Village) 

Appendix E-3 
Certificate To Amend Special Tax A 
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ROI 

RATE AND METHOD OF APPORTIONMENT FOR 
COUNTY OF SAN DIEGO COMMUNITY FACILITIES DISTRICT No. 2008-01 

IMPROVEMENT AREA No. 1 (HARMONY GROVE VILLAGE) 

A Special Tax shall be levied on all Assessor's Parcels of Taxable Property in Improvement 
Area No. I of County of San Diego Community Facilities District No. 2008-0 I (Harmony Grove 
Village) ("CFD No. 2008-01 (IA No. I)") and collected each Fiscal Year commencing in Fiscal 
Year 2008-2009, in an amount determined through the application of this Rate and Method of 
Apportionment as described below. All of the real prope1ty in CFD No. 2008-01 (IA No. I), 
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: 

"Acreage" means the land area in acres 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 in acres 
shown on the applicable final map, parcel map, condominium plan, or other map or plan 
recorded with the County. The sqnare footage of an Assessor's Parcel is equal to the Acreage of 
such parcel multiplied by 43,560. 

"Act" means the Mello-Roos Community Facilities Act of 1982, being Chapter 2.5, Part 1, 
Division 2 of Title 5 of the California Govermnent Code. 

"Administrative Expenses" means the following actual or reasonably estimated costs directly 
related to the administration ofCFD No. 2008-01 (IA No. 1): the costs of computing the Special 
Taxes and preparing the annual Special Tax collection schedules (whether by the County or 
designee thereof or both); the costs of collecting the Special Taxes (whether by the County or 
otherwise); the costs of remitting the Special Taxes to the Trustee; the costs of the Trustee 
(including its legal counsel) in the discharge of the duties required of it under the Indenture; the 
costs to the County, CFD No. 2008-01 (IA No. 1) or any designee thereof of complying with 
arbitrage rebate requirements; the costs to the County, CFD No. 2008-01 (IA No. 1) or any 
designee thereof of complying with disclosure requirements of the County, CFD No. 2008-0 I 
(IA No. 1) or obligated persons associated with applicable federal and state securities laws and 
the Act; the costs associated with preparing Special Tax disclosure statements and responding to 
public inquiries regarding the Special Taxes; the costs of the County, CFD No. 2008-01 (IA No. 
1) or any dcsignee thereof related to an appeal of the Special Tax; the costs of the County, CFD 
No. 2008-01 (IA No. 1) or any designee thereof related to the Special Tax Buydown in 
accordance with Section D.4 below; the costs associated with the release of funds from an 
escrow account; and the County's annual administration fees and third party expenses. 
Administrative Expenses shall also include amounts estimated by the CFD Administrator or 
advanced by the County or CFD No. 2008-0 I (IA No. I) for any other administrative purposes of 
CFD No. 2008-01 (IA No. 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 to which an Assessor's parcel number is assigned as 
dete1mined from an Assessor Parcel Map or the applicable assessment roll. 

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

"Authorized Facilities" means those facilities eligible to be fonded by CFO No. 2008-0 I. 

"Authorized Services" means those anthorized services proposed to be financed by CFO No. 
2008-01 pursuant to the Act including, but not limited to, fire protection services, ambulance and 
paramedic services, maintenance of parks, parkways, and open space, and flood and storm 
protection services. 

"Board" means the Board of Supervisors of the County. 

"Certificate of Occupancy" means a certificate issued by the County that authorizes the actual 
occupancy of a dwelling unit for habitation by one or more residents. 

"CFO Administrator" means an official of the County, or designee thereof, responsible for 
dete1mining the Special Tax Requirement for Facilities and the Special Tax Requirement for 
Services, and providing for the levy and collection of the Special Taxes. 

"CFO No. 2008-01" means County of San Diego Community Facilities District No. 2008-01 
(Harmony Grove Village). 

"CFO No. 2008-01 (IA No. 1)" means Improvement Area No. 1 of CFO No. 2008-01 as 
identified on the boundary map for CFO No. 2008-01 and further set forth in the Resolution of 
Formation. 

"CFO No. 2008-01 (IA No. 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 CFO No. 2008-01 and secured 
solely by the Special Tax A levy on property within the boundaries of CFO No. 2008-01 (IA No. 
1) under the Act. 

"Consumer Price Index" means, for each Fiscal Year, the Consumer Price Index published by 
the U.S. Bureau of Labor Statistics for "All Urban Consumers" in the Los Angeles - Anaheim 
Riverside Area, measured as of the month of December in the calendar year which ends in the 
previous Fiscal Year. In the event this index ceases to be published, the Consumer Price Index 
shall be another index as detennined by the CFO Administrator that is reasonably comparable to 
the Consumer Price Index for the City of Los Angeles. 

"County" means the County of San Diego. 

"Developed Property" means, for each Fiscal Year, all Taxable Property, exclusive of Taxable 
Public Property and Taxable Prope1ty Owner Association Prope1iy, for which a building pennit 
for new construction was issued after January 1, 2008 and on or before May 1 of the Fiscal Year 
preceding the Fiscal Year for which the Special Taxes arc being levied. 
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"Final Mapped Property" means, for each Fiscal Year, all Taxable Property, exclusive of 
Developed Property, Taxable Property Owner Association Property or Taxable Public Property, 
subject to Final Subdivision recorded as of January 1 of the Fiscal Year preceding the Fiscal 
Year for which the Special Taxes are being levied. 

"Final Subdivision" means a subdivision of property by recordation of a final map, parcel map, 
or lot line adjustment, approved by the County pursuant to the Subdivision Map Act (California 
Government Code Section 66410 et seq.) or recordation of a condominium plan pursuant to 
California Civil Code 1352 that, in either case, creates individual lots for which building permits 
may be issued without further subdivision. 

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

"Future Excluded Area" means the area geographically identified as such on the map and legal 
description attached hereto as Exhibit "A". 

"Indenture" means the indenture, fiscal agent agreement, resolution or other instrnment 
pursuant to which CFD No. 2008-01 (IA No. 1) Bonds are issued, as modified, amended and/or 
supplemented from time to time, and any instrnment replacing or supplementing the same. 

"Intermediate Maximum Special Tax A" means the intermediate maximum Special Tax A, 
dctennined in accordance with Section C below, that can be levied in any Fiscal Year on any 
Assessor's Parcel of Final Mapped Property and Undeveloped Property. 

"Land Use Class" means any of the classes listed in Table I, Table 2 or Table 3 below. 

"Maximum Special Tax" means the Maximum Special Tax A and/or Maximum Special Tax B, 
as applicable. 

"Maximum Special Tax A" means the maximum Special Tax A, determined in accordance 
with Section C below, that can be levied in any Fiscal Year on any Assessor's Parcel of Taxable 
Property. 

"Maximum Special Tax B" means the maximum Special Tax B, determined in accordance with 
Section C below, that can be levied in any Fiscal Year on any Assessor's Parcel of Taxable 
Property. 

"Non-Residential Floor Area" means the total building square footage of the non-residential 
building( s) located on an Assessor's Parcel, measured from outside wall to outside wall, not 
including space devoted to stairwells, basement storage, required corridors, public restrooms, 
elevator shafts, light courts, vehicle parking and areas incident thereto, mechanical equipment 
incidental to the operation of such building, and covered public pedestrian circulation areas, 
including atriums, lobbies, plazas, patios, decks, arcades and similar areas, except such public 
circulation areas or portions thereof that are used solely for commercial purposes. The 
determination of Non-Residential Floor Area shall be made by reference to the building 
permit(s) issued for such Assessor's Parcel and/or to the appropriate records kept by the 
Department of Planning and Land Use, as reasonably determined by the CFD Administrator. 
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"Non-Residential Property" means all Assessor's Parcels of Developed Property for which a 
huilding permit permitting the construction of one or more non-residential units or facilities has 
been issued hy the County. 

"Outstanding Bonds" means all CFO No. 2008-01 (IA No. 1) Bonds which are outstanding 
under an Indenture. 

"Property Owner Association Property" means, for each Fiscal Year, (i) any property within 
the boU11daries of CFD No. 2008-01 (IA No. 1) for which the owner of record, as determined 
from the County Assessor's secured tax roll for the Fiscal Year in which the Special Tax is being 
levied, is a property owner's association, including any master or sub-association, (ii) any 
property located in a Final Subdivision that was recorded as of the January I preceding the Fiscal 
Year in which the Special Tax is being levied and which, as determined from such Final 
Subdivision, is or will be open space, a common area recreation facility, or a private street, or 
(iii) any property which, as of the May I preceding the Fiscal Year for which the Special Tax is 
being levied, has been conveyed, irrevocably dedicated, or irrevocably offered to a property 
owner's association, including any master or sub-association, provided such conveyance, 
dedication, or offer is submitted to the CFO Administrator by May 1 preceding the Fiscal Year 
for which the Special Tax is being levied. 

"Proportionately" means, for Developed Property, that the ratio of the actual Special Tax A 
levy to the Maximum Special Tax A is equal for all Assessor's Parcels of Developed Property 
and that the ratio of the actual Special Tax B levy to the Maximum Special Tax B is equal for all 
Assessor's Parcels of Developed Property. For Final Mapped Property, "Proportionately" means 
that the ratio of the actnal Special Tax A levy per acre to the Intermediate Maximum Special Tax 
A per acre is equal for all Assessor's Parcels of Final Mapped Property. For Undeveloped 
Prope1ty, "Proportionately" means that the ratio of the actnal Special Tax A levy per acre to the 
Intermediate Maximum Special Tax A per acre is equal for all Assessor's Parcels of 
Undeveloped Property. The term "Proportionately" may similarly be applied to other categories 
of Taxable Property as listed in Section E below. Notwithstanding the above, Assessor's Parcels 
that have been delinquent in paying their Special Taxes may be taxed disproportionately to cover 
the shortfall generated by their delinquency. 

"Public Property" means, for each Fiscal Year, any property within the boundaries of CFO No. 
2008-01 (IA No. 1) that (i) is owned by, irrevocably offered or dedicated to the federal 
government, the State, the County, or any local government or other public agency, provided 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 according to its use; or (ii) is encumbered by a 
public utility easement making impractical its use for any purpose other than that set forth in the 
casement. 

"Resolution of Formation" means the resolution establishing CFO No. 2008-01 (IA No. I). 

"Residential Floor Arca" 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 detennination of Residential Floor Area for an Assessor's Parcel shall 
be made by reference to the building permit(s) issued for such Assessor's Parcel. Such 
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detennination shall be final following the issuance of a Certificate of Occupancy for the dwelling 
unit. 

"Residential Property" means all Assessor's Parcels of Developed Property for which a 
building pennit permitting the construction thereon of one or more residential dwelling units has 
been issued by the County. 

"Special Tax" means the Special Tax A and/or Special Tax B, as applicable. 

"Special Tax A Buydowu" means a mandatory bond principal buydown payment made by a 
property owner to reduce the amount of Outstanding Bonds to compensate for a loss of Special 
Tax A revenues resulting from the construction of fewer residential dwelling units, smaller 
residential dwelling units, or a modified amount of Non-Residential Floor Area, as determined in 
accordance with Section D below. 

"Special Tax A" means the special tax to be levied in each Fiscal Year on each Assessor's 
Parcel of Taxable Property within CFO No. 2008-01 (IA No. I) to fund the Special Tax 
Requirement for Facilities. 

"Special Tax B" means the special tax to be levied in each Fiscal Year on each Assessor's 
Parcel of Taxable Property within CFO No. 2008-01 (IA No. I) to fund the Special Tax 
Requirement for Services. 

"Special Tax Requirement for Facilities" means that amount required in any Fiscal Year for 
CFO No. 2008-01 (IA No. 1) to: (i) pay debt service on all Outstanding Bonds due in the 
calendar year commencing in such Fiscal Year; (ii) pay periodic costs with respect to the CFO 
No. 2008-0 I (IA No. I) Bonds, including but not limited to, costs of credit enhancement and 
federal rebate payments due in the calendar year commencing in such Fiscal Year; (iii) pay a 
proportionate share of Administrative Expenses payable or expected to be payable in the 
calendar year commencing in such Fiscal Year; (iv) pay any amounts required to establish or 
replenish any reserve funds for all Outstanding Bonds; (v) pay for reasonably anticipated Special 
Tax A delinquencies based on the delinquency rate for the Special Tax A levy in the previous 
Fiscal Year; (vi) pay directly for the acquisition or construction of Authorized Facilities to the 
extent that the inclusion of such amount does not increase the Special Tax A levy on Final 
Mapped Property and/or Undeveloped Property; less (vii) a credit for funds available to reduce 
the annual Special Tax A levy, as determined by the CFO Administrator pursuant to the 
Indenture. 

"Special Tax Requirement for Services" means that amount required in any Fiscal Year for 
CFO No. 2008-01 (IA No. 1) to (i) pay directly for Authorized Services due in the calendar year 
conunencing in such Fiscal Year; (ii) pay a proportionate share of Administrative Expenses 
payable or expected lo be payable in the calendar year commencing in such Fiscal Year; (iii) pay 
for reasonably anticipated Special Tax B delinquencies based on the delinquency rate for the 
Special Tax B levy in the previous Fiscal Year; less (iv) a credit for funds available to reduce the 
annual Special Tax B levy, as determined by the CFO Administrator. 

"State" means the Stale of California. 
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"Taxable Property" means all of the Assessor's Parcels within the boundaries of CFO No. 
2008-01 (IA No. 1) which are not exempt from the Special Tax pursuant to applicable law or 
Section F below. 

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

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

"Trustee" means the trustee or fiscal agent under the Indenture. 

"Undeveloped Property" means, for each Fiscal Year, all Taxable Property not classified as 
Developed Property, Final Mapped Property, Taxable Property Owner Association Property, or 
Taxable Public Property. 

B. ASSIGNMENT TO LAND USE CATEGORIES 

Each Fiscal Year, all Taxable Property within CFO No. 2008-01 (IA No. 1) shall be classified as 
Developed Property, Taxable Public Property, Taxable Property Owner Association Property, 
Final Mapped Property, or Undeveloped Property, and shall be subject to Special Taxes in 
accordance with this Rate and Method of Apportionment determined pursuant to Sections C and 
E below. 

C. MAXIMUM SPECIAL TAX RATE 

1. Special Tax A 

Residential Property shall be assigned to Land Use Classes 1 through 10 as listed in Table 1 
below based on the Residential Floor Area for each unit. Non-Residential Property shall be 
assigned to Land Use Class 11. Prior to the issuance ofCFD No. 2008-01 (IA No. 1) Bonds, the 
Maximum Special Tax A on Developed Property (set forth in Table 1) may be reduced in 
accordance with, and subject to the conditions set forth in this paragraph. If it is reasonably 
determined by the CFO Administrator that the overlapping debt burden ( as defined in the Local 
Goals and Policies concerning the use of the Mello-Roos Community Facilities Act of 1982 
adopted by the Board, the "Goals and Policies") calculated pursuant to the Goals and Policies 
based upon the Maximum Special Tax A on Developed Property exceeds the County's 
maximum level objective set forth in such document, the Maximum Special Tax A on Developed 
Property for a Land Use Class may be reduced to the amount necessary to satisfy the County's 
objective with respect to the maximum overlapping debt burden level with the written consent of 
the CFO Administrator. Each Maximum Special Tax A reduction for a Land Use Class shall be 
calculated separately, as reasonably determined by the CFO Administrator, and it shall not be 
required that such reduction be propo1tionate among Land Use Classes. The reductions 
permitted pursuant to this paragraph shall be reflected in an amended notice of Special Tax lien 
which the County shall cause to be recorded by executing a certificate in substantially the form 
attached herein as Exhibit "B''. 
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a. Developed Property 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

(I). Maximum Special Tax A 

The Maximum Special Tax A for each Assessor's Parcel classified as Developed Property 
is shown below in Table 1. 

(2). 

TABLE 1 

Maximum Special Tax A for Developed Property 
Improvement Area No. 1 of CFD No. 2008-01 

Fiscal Year 2008-2009 

Residential Property 4,250 or greater 

Residential Property 3,925 to less than 4,250 

Residential Property 3,600 to less than 3,925 

Residential Property 3,275 to less than 3,600 

Residential Property 2,950 to less than 3,275 

Residential Property 2,625 to less than 2,950 

Residential Property 2,300 to less than 2,625 

Residential Property 1,975 to less than 2,300 

Residential Property 1,650 to less than 1,975 

Residential Property Less than 1,650 

$4,821 per unit 

$4,398 per unit 

$3,974 per unit 

$3,702 per unit 

$3,434 per unit 

$3,160 per unit 

$2,885 per unit 

$2,432 per unit 

$2,159 per unit 

$1,979 per unit 

Non-Residential 
NA 

$0.250 per square foot of 
Property Non-Residential Floor Area 

Increase in the Maximum Sgecial Tax A 

The Fiscal Year 2008-2009 Maximum Special Tax A, identified in Table 1 above, shall 
increase thereafter, connncncing on July 1, 2009 and on July 1 of each Fiscal Year 
thereafter, by an amount equal to two percent (2%) of the amount in effect for the 
previous Fiscal Year. 

(3). Multigle Land Use Classes 

In some instances an Assessor's Parcel of Developed Prope1ty may contain more than 
one Land Use Class. The Maximum Special Tax A levied on an Assessor's Parcel shall 
be the sum of the Maximum Special Tax A for all Land Use Classes located on that 
Assessor's Parcel. The CFD Administrator's allocation to each type of property shall be 
final. 
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b. Final Mapped Property, Undeveloped Property, Taxable Property Owner 
Association Property, and Taxable Public Property 

(1 ). Intenncdiate Maximum Special Tax A 

The Fiscal Year 2008-2009 Intermediate Maximum Special Tax A for each Assessor's 
Parcel of Final Mapped Property and Undeveloped Property shall be $21,297 per acre, 
and shall increase therealler, commencing on July I, 2009 and on July I of each Fiscal 
Year thereafter, by an amount equal to two percent (2%) of the Intermediate Maximum 
Special Tax A for the previous Fiscal Y car. 

(2). Maximum Special Tax A 

The Fiscal Year 2008-2009 Maximum Special Tax A for each Assessor's Parcel of Final 
Mapped Property, Undeveloped Property, Taxable Property Owner Association Property, 
and Taxable Public Property shall be $26,129 per acre, and shall increase thereafter, 
commencing on July 1, 2009 and on July I of each Fiscal Year thereafter, by an amount 
equal to two percent (2%) of the Maximum Special Tax A for the previous Fiscal Year. 

2. Special Tax B 

For purposes of the Special Tax B, Residential Property in CFD No. 2008-0 I (IA No. I) shall be 
assigned to Land Use Class I. For purposes of the Special Tax B, Non-Residential Property in 
CFD No. 2008-01 (IA No. I) shall be assigned to Land Use Class 2. 

a. Developed Property 

The Fiscal Year 2008-2009 Maximum Special Tax B for each Land Use Class of Developed 
Property is shown below in Table 2. 

TABLE2 

Maximum Special Tax B for Developed Property 
Improvement Area No. 1 of CFD No. 2008-01 

Fiscal Year 2008-2009 

Residential Property 

2 Non-Residential Property 

b. Increase in the Special Tax B 

$845 per unit 

$0.300 per square foot of 
Non-Residential Floor Area 

On each July 1, commencing on July 1, 2009, the Maximum Special Tax B shall be increased 
based on the percentage change in the Consumer Price Index, with a maximum annual increase 
of six percent ( 6%) and a minimum annual increase of two percent (2%) per Fiscal Year. 
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D. SPECIAL TAX A BUYDOWN 

All of the requirements of this Section D, which describes the need for a Special Tax A 
Buydown that may result from a change in development as dete1mined pursuant to this Section 
D, shall only apply after the issuance of the first series of CFD No. 2008-0 I (IA No. I) Bonds. 
Prior to the issuance of the first series ofCFD No. 2008-01 (IA No. I) Bonds, the terms of the 
Special Tax A Buydown shall not apply. 

The following additional definitions apply to this Section D: 

"Certificate of Satisfaction of Special Tax A Buydown" means a certificate from the CFD 
Administrator stating that the property described in such certificate has met the Special Tax A 
Buydown Requirement for such property as calculated under this Section D. 

"Letter of Compliance" means a letter from the CFD Administrator allowing the issuance of 
building permits based on the prior submittal of a request for Letter of Compliance by a property 
owner. 

"Special Tax A Buydown Requirement" means the total amount of Special Tax A Buydown 
necessary to be prepaid in order to permit the issuance of building permits listed in a request for 
Letter of Compliance, as calculated under this Section D. 

"Update Property" means an Assessor's Parcel of Final Mapped Property or Undeveloped 
Property for which a building permit has been issued. For purposes of all calculations in this 
Section D, Update Property shall be taxed as if it were already Developed Property during the 
ctment Fiscal Year. 

l. Request for Letter of Compliance 

After the issuance of the first series of CFD No. 2008-01 (IA No. I) Bonds, a property owner 
shall, as a precondition to the issuance of a building permit for construction of any residential 
and/or non-residential development for a specific Assessor's Parcel or lot, submit a Letter of 
Compliance for the construction of the development on such Assessor's Parcel or lot. If a Letter 
of Compliance has not yet been issued, the property owner must first request a Letter of 
Compliance from the CFD Administrator. The request from the property owner shall contain a 
list of all building permits for which the prope1ty owner is requesting a Letter of Compliance. 
The property owner shall also submit the Assessor's Parcels or tract and lot numbers on which 
the construction is to take place, and the Residential Floor Area (for each residential dwelling 
unit) or the Non-Residential Floor Area (for each non-residential parcel) associated with each 
prospective building permit. 

2. Issuance of Letter of Compliance 

Upon the receipt of a request for a Letter of Compliance, the CFD Administrator shall assign 
each building permit identified in such request to Land Use Classes I through 11 as listed in 
Table 3 below based on the type of use and, if applicable, the Residential Floor Area identified 
for each such building pe1mit. If the CFD Administrator determines (i) that the number of 
building pennits requested for each Land Use Class, plus those building permits previously 
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issued for each Land Use Class, will not cause the total number of residential dwelling units or 
Non-Residential Floor Area within any such Land Use Class to exceed the number of residential 
dwelling units or Non-Residential Floor Area for such Land Use Class identified in Table 3 
below, and (ii) that the total number of residential dwelling units anticipated to be constructed 
pursuant to the cun-ent development plan for CFD No. 2008-01 (IA No. !) shall not be less than 
417 and the amount of Non-Residential Floor Area will not be less than 20,000 square feet, then 
a Letter of Compliance shall be submitted to the County and/or property owner by the CFD 
Administrator approving the issuance of the requested building permits for the subject property. 
This Letter of Compliance shall be submitted to the County and/or property owner by the CFD 
Administrator within ten days of the submittal of the request for Letter of Compliance by the 
property owner. However, should (i) the building permits requested, plus those previously 
issued, cause the total number of residential dwelling units or the amount of Non-Residential 
Floor Arca within any such Land Use Class to exceed the number of residential dwelling units or 
the amount ofNon-Rcsidential Floor Area for such Land Use Class identified in Table 3 below, 
or (ii) the CFD Administrator dete1mines that changes in the development plan may cause a 
decrease in the number of residential dwelling units within CFD No. 2008-01 (IA No. I) to 
below 417 residential dwelling units or a decrease in the amount of Non-Residential Floor Area 
to below 20,000 square feet, then a Letter of Compliance will not be issued and the CFD 
Administrator will be directed to determine if a Special Tax A Buydown shall be required. The 
number of residential dwelling units and Non-Residential Floor Area, as listed in Table 3 below, 
may be updated by the CFD Administrator prior to the issuance of the first series of CFD No. 
2008-0 I (IA No. I) Bonds. 

TABLE3 

Expected Residential Dwelling Units per Land Use Class and Non-Residential Floor Area 
Improvement Area No. l of CFD No. 2008-01 

La11dl.ls11 
Gia$~.••··· .. · 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

Residential Property 

Residential Property 

Residential Property 

Residential Property 

Residential Property 

Residential Property 

Residential Property 

Residential Property 

Residential Property 

Residential Property 

Non-Residential Property 

4,250 or greater 

3,925 to less than 4,250 

3,600 to less than 3,925 

3,275 to less than 3,600 

2,950 to less than 3,275 

2,625 to less than 2,950 

2,300 to less than 2,625 

1,975 to less than 2,300 

1,650 to less than 1,975 

Less than 1,650 

NA 

3. Calculation of Special Tax A Buydown 

,..,....,_,,..... ....... ,__,...,..,...._.., 

0 units 

0 units 

28 units 

24 units 

49 units 

0 units 

109 units 

96 units 

71 units 

40 units 

20,000 square feet 

If a Special Tax A Buydown calculation is required as determined by the CFD Administrator 
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pursuant to paragraph 2 above, the CFD Administrator shall review the current development plan 
for CFD No. 2008-0 I (IA No. 1) in consultation with the current properly owners for all 
remaining Final Mapped Property and Undeveloped Property in CFD No. 2008-01 (IA No. !), 
and shall prepare an updated version of Table 3 identifying the revised number of residential 
dwelling units or the amount of Non-Residential Floor Area anticipated within each Land Use 
Class. The CFD Administrator shall not be responsible for any delays in preparing the updated 
Table 3 that results from a refusal on the part of one or more current property owners of Final 
Mapped Property or Undeveloped Property lo provide information on their future development. 
The CFD Administrator shall then review the updated Table 3 and determine the Special Tax A 
Buydown Requirement, if any, to be applied to the propetty identified in the request for Letter of 
Compliance lo assure CFD No. 2008-01 (IA No. 1 )'s ability to collect the Maximmn Special Tax 
A equal to 110% debt service coverage on the Outstanding Bonds, plus Administrative 
Expenses. The calculations shall be undertaken by the CFD Administrator, based on the data in 
the updated Table 3, as follows: 

Step I. Compute the sum of the Maximum Special Tax A authorized to be levied on all 
Developed Property and Update Property within CFO No. 2008-0 I (IA No. I), 
plus the sum of the Maximum Special Tax A authorized to be levied on all future 
development as identified in the current development plan as determined by the 
CFD Administrator in consultation with the property owner( s ). 

Step 2. Detennine the amount of Maximum Special Tax A required to provide 110% debt 
service coverage on the Outstanding Bonds, plus any other payments included in 
the Special Tax Requirement for Facilities. 

Step 3. If the total sum computed pursuant to step 1 is greater than or equal to the amount 
computed pursuant lo step 2, then no Special Tax A Buydown will be required 
and a Letter of Compliance shall immediately be issued by the CFD 
Administrator for all of the building permits currently being requested. If the total 
sum computed pursuant to step 1 is less than the amount computed pursuant to 
step 2, then continue to step 4. 

Step 4. Deletmine the Maximum Special Tax A shortfall by subtracting the total sum 
computed pursuant to step I from the amount computed pursuant to step 2. 
Divide this Maximum Special Tax A shortfall by the amount computed pursuant 
to step 2. 

Step 5. The Special Tax A Buydown Requirement shall be calculated using the 
prepayment formula described in Section J.l, with the following exceptions: (i) 
skip Paragraphs 1, 2 and 3, and begin with Paragraph 4; (ii) the Bond Redemption 
Amount in Paragraph 4 of the prepayment fonnula described in Section J .I shall 
equal the product of the quotient computed pursuant to step 4 above times the 
Previously Issued Bonds, as defined in Section J. I; (iii) the Capitalized Interest 
Credit described in Paragraph 14 of Section J. I shall be $0; and (iv) any payments 
of the Special Tax A Buydown (less Administrative Fees and Expenses) shall be 
disbursed pursuant to the Fiscal Agent Agreement. 
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The Special Tax A Buydown computed under step 5 shall be billed directly to the property 
owner of each Assessor's Parcel identified in the request for Letter of Compliance and shall be 
due within 30 days of the billing date. If the Special Tax A Buydown is not paid within 45 days 
of the billing date, a delinquent penalty of 10 percent shall be added to the Special Tax A 
Buydown. Upon receipt of the Special Tax A Buydown payment, the CFD Administrator shall 
issue a Letter of Compliance and a Certificate of Satisfaction of Special Tax A Buydown for the 
subject property. 

4. Costs and Expenses Related to Implementation of Special Tax A Buydown 

The costs of the CFD Administrator or other consultants required to review the application for 
building pennits and issue Letters of Compliance, as identified in step I and step 2 above, shall 
be paid ont of the administrative expenses account as defined in the Indenture. The property 
owner of each Assessor's Parcel identified in the request for Letter of Compliance shall pay all 
costs of the CFD Administrator or other consultants required to calculate the Special Tax A 
Buydown, issue Letters of Compliance and any other actions required under step 3. Such 
payments shall be due 30 days after receipt of invoice by such property owner. A deposit may 
be required by the CFD Administrator prior to undertaking work related to the Special Tax A 
Buydown pursuant to step 3. 

E. 

l. 

METHOD OF APPORTIONMENT OF THE SPECIAL TAX 

Special Tax A 

Commencing with Fiscal Year 2008-2009 and for each following Fiscal Year, the Board or its 
designee shall determine the Special Tax Requirement for Facilities and levy the Special Tax A 
until the amount of Special Tax A levy equals the Special Tax Requirement for Facilities. The 
Special Tax A shall be levied each Fiscal Year as follows: 

First: The Special Tax A shall be levied on each Assessor's Parcel of Developed Property in an 
amonnt equal to I 00% of the applicable Maximum Special Tax A; 

Second: If additional monies are needed to satisfy the Special Tax Requirement for Facilities 
after the first step has been completed, the Special Tax A shall be levied Proportionately on each 
Assessor's Parcel of Final Mapped Property at up to I 00% of the Intermediate Maximum Special 
Tax A for Final Mapped Property; 

Third: If additional monies are needed to satisfy the Special Tax Requirement for Facilities after 
the first two steps have been completed, the Special Tax A shall be levied Proportionately on 
each Assessor's Parcel of Undeveloped Property at up to 100% of the Intermediate Maximum 
Special Tax A for Undeveloped Property; 

Fourth: If additional monies are needed to satisfy the Special Tax Reqnirement for Facilities 
after the first three steps have been completed, then the levy of the Special Tax A on each 
Assessor's Parcel of Final Mapped Property and Undeveloped Property shall be increased in 
equal percentages from the Intennediate Maximum Special Tax A up to 100% of the Maximum 
Special Tax A for Final Mapped Property and Undeveloped Property; 
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Fifth: If additional monies are needed to satisfy the Special Tax Requirement for Facilities after 
the first four steps have been completed, then the Special Tax A shall be levied Proportionately . 
on each Assessor's Parcel of Taxable Public Property and Taxable Property Owner Association 
Prope1ty at up to 100% of the Maximum Special Tax A for Taxable Public Property and Taxable 
Property Owner Association property. 

Notwithstanding the above, the Board or its designcc may, in any Fiscal Year, levy 
Proportionately less than 100% of the Maximum Special Tax A in step one (above), when (i) the 
Board or its designee is no longer required to levy the Special Tax A pursuant to steps two 
through five above in order to meet the Special Tax Requirement for Facilities; and (ii) all 
authorized CFD No. 2008-01 (IA No. I) Bonds have already been issued or the Board has 
covenanted that it will not issue any additional CFD No. 2008-0 I (IA No. 1) Bonds ( except 
refunding bonds) to be supported by the Special Tax A. 

Further notwithstanding the above, under no circumstances will the Special Tax A levied against 
any Assessor's Parcel of Residential Property for which a Certificate of Occupancy has been 
issued be increased by more than ten percent above the amount that would have been levied in 
that Fiscal Year had there never been any such delinquencies or defaults as a consequence of 
delinquency or default by the owner of any other Assessor's Parcel within CFD No. 2008-01 (IA 
No. 1). 

2. Special Tax B 

Commencing with Fiscal Year 2008-2009 and for each following Fiscal Year, the Board or its 
designee shall levy the Special Tax B until the total Special Tax B levy equals the Special Tax 
Requirement for Services. The Special Tax B shall be levied Proportionately each Fiscal Year 
on each Assessor's Parcel of Developed Property at up to 100% of the applicable Maximum 
Special Tax B as needed to satisfy the Special Tax Requirement for Services. 

Further notwithstanding the above, under no circumstances will the Special Tax B levied against 
any Assessor's Parcel of Residential Property for which a Certificate of Occupancy has been 
issued be increased by more than ten percent above the amount that would have been levied in 
that Fiscal Year had there never been any such delinquencies or defaults as a consequence of 
delinquency or default by the owner of any other Assessor's Parcel within CFD No. 2008-01 (IA 
No. 1). 

F. EXEMPTIONS 

1. Special Tax A 

No Special Tax A shall be levied on up to 139.60 acres of Public Property and/or Property 
Owner Association Property in CFD No. 2008-01 (IA No. 1), and np to 36.72 acres of Future 
Excluded Area. Tax-exempt status will be assigned by the CFD Administrator in the 
chronological order in which property in CFD No. 2008-01 (IA No. 1) becomes Public Property 
or Property Owner Association Property. However, should an Assessor's Parcel no longer be 
classified as Public Prope1ty or Property Owner Association Property, it will, from that point 
forward, be subject to the Special Tax. 
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Public Property or Property Owner Association Property that is not exempt from the Special Tax 
A under this section shall be subject to the levy of the Special Tax A and shall be taxed 
Proportionately as part of the fifth step in Section E.l above, at up to I 00% of the applicable 
Maximum Special Tax A for Taxable Public Property or Taxable Property Owner Association 
Property. 

2. Special Tax B 

No Special Tax B shall be levied on Public Properly, Property Owner Association Property, 
Final Mapped Property, and Undeveloped Property in CFD No. 2008-01 (IA No. 1 ). 

G. RELEASE OF PROPERTY 

Upon recordation of a map which creates separate legal lots for such property, all property within 
the Future Excluded Arca shall be released from the obligation lo pay the Special Tax for CFD 
No. 2008-01 (IA No. 1) and the County shall cause (i) a suitable notice to be recorded in 
compliance witb the Act to indicate the release of the Special Tax lien on such property, and (ii) 
an amended boundary map to be recorded in compliance with the Act to indicate that such 
property is not in CFD No. 2008-01 (IA No. 1). 

H. 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 the Board may directly bill the Special Tax, 
and/or may collect Special Taxes at a different time or in a different manner if necessary to meet 
financial obligations, and, to the extent of Special Tax A, may covenant to foreclose and may 
actually foreclose on delinquent Assessor's Parcels. The Special Tax A Buydown shall be 
directly billed to the property owner at the time such Special Tax A Buydown is being levied. 

I. APPEALS AND INTERPRETATIONS 

Any landowner or resident who feels that the amount of the Special Tax levied on their 
Assessor's Parcel is in en-or may submit a written appeal to the CFD Administrator. The CFD 
Administrator shall review the appeal and if the CFD Administrator concurs, the amount of the 
Special Tax levied shall be appropriately modified through an adjustment to the Special Tax levy 
in the following Fiscal Year. No refunds shall be given. 

The Board may interpret this Rate and Method of Apportionment for purposes of clarifying any 
ambiguity and make determinations relative to the annual administration of the Special Tax and 
any landowner or resident appeals. Any decision of the Board shall be final and binding as to all 
persons. 

J. PREPAYMENTOFSPECIALTAXA 

The following additional definitions apply to this Section J: 
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"Buildout" means, for CFD No. 2008-01 (IA No. I), that all expected building pennits for 
dwelling units and/or non-residential development to be constructed in CFD No. 2008-0 I (IA 
No. I) have been issued, as reasonably detennined by the CFD Administrator. 

"CFD Public Facilities Costs" means either $15,055,000 in 2008 dollars, which shall increase 
by the Constmction Inflation Index on July I, 2009, and on each July I thereafter, or such lower 
number as (i) shall be detennined by the CFD Administrator as sufficient to provide funding for 
all of the Authorized Facilities, or (ii) shall be determined by the Board concurrently with a 
covenant that it will not issue any more CFD No. 2008-01 (IA No. I) Bonds (except refunding 
bonds) to be supported by the Special Tax A levy under this Rate and Method of Apportionment 
as described in Section E. 

"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 month of December 
in the calendar year which ends in the previous Fiscal Year. In the event this index ceases to be 
published, the Constrnction 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 Costs minus (i) costs of Authorized 
Facilities previously paid from the Improvement Fund, (ii) moneys currently on deposit in the 
Improvement Fund available to pay costs of Authorized Facilities, (iii) moneys currently on 
deposit in an escrow fund that are expected to be available to finance the costs of Authorized 
Facilities, and (iv) the amount the CFD Administrator reasonably expects to derive from the 
reinvestment of these funds. 

"Improvement Fund" means a fund or account specifically identified in the Indenture to hold 
funds which are currently available for expenditure to acquire or constmct Authorized Facilities. 

"Previously Issued Bonds" means, for any Fiscal Year, all Outstanding Bonds that are 
outstanding under the Indenture after the first interest and/or principal payment date following 
the current Fiscal Y car. 

1. Prepayment in Full 

The obligation of the Assessor's Parcel to pay the Special Tax A may be prepaid and 
pennanently satisfied as described herein, provided that a prepayment may be made only for 
Assessor's Parcels of Developed Property, or an Assessor's Parcel of Final Mapped Property or 
Undeveloped Property for which a building permit has been issued, and only if there are no 
delinquent Special Taxes with respect to such Assessor's Parcel at the time of prepayment. An 
owner of an Assessor's Parcel intending to prepay the Special Tax A obligation shall provide the 
CFD Administrator with written notice of intent to prepay. Within 30 days of receipt of such 
written notice, the CFD Administrator shall notify such owner of the prepayment amount for 
such Assessor's Parcel. The CFD Administrator may charge such owner a reasonable fee for 
providing this service. Prepayment must be made not less than 30 days prior to a date that notice 
of redemption of CFD No. 2008-01 (IA No. I) Bonds from the proceeds of such prepayment 
may be given by the Trustee pursuant to the Indenture that is specified in the report of the 
Special Tax A Prepayment Amount. 
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The Special Tax A 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 Special Tax A Prepayment Amount 

As of the proposed date of prepayment, the Special Tax A Prepayment Amount 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 Maximum Special Tax A for 
the Assessor's Parcel to be prepaid. For Assessor's Parcels of Final Mapped Property or 
Undeveloped Property for which a building permit has been issued, compute the 
Maximum Special Tax A for that Assessor's Parcel as though it was already designated 
as Developed Property, based upon the building permit which has already been issued for 
such Assessor's Parcel. 

3. Divide the Maximum Special Tax A computed pursuant to paragraph 2 by the total 
estimated Maximum Special Tax A levy for CFO No. 2008-01 (IA No. 1) based on the 
Developed Property Maximum Special Tax A levy which could be levied in the current 
Fiscal Year on all expected development through Buildout ofCFD No. 2008-01 (IA No. 
I), excluding any Assessor's Parcels which have been prepaid, and 

4. Multiply the quotient computed pursuant to paragraph 3 by the Previously Issued Bonds 
to compute the amount of Previously Issued 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 (e.g., the redemption price-100%), if any, on the 
Previously Issued Bonds to be redeemed (the "Redemption Premium"). 

6. Compute the current Future Facilities Costs. 

7. Multiply the quotient computed pursuant to paragraph 3 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 
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the redemption date for the Previously Issued Bonds specified in the report of the Special 
Tax A Prepayment Amount. 

9. Determine the Special Tax A levied on the Assessor's Parcel in the current Fiscal Year 
which has not yet been paid. 

10. Compute the minimum amount the CFD Administrator reasonably expects to de1ive from 
the reinvestment of the Special Tax A Prepayment Amount less the Future Facilities 
Amount and the Administrative Fees and Expenses (defined below) from the date of 
prepayment until the redemption date for the Previously Issued 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"). 

12. The administrative fees and expenses of CFD No. 2008-0 I (IA No. I) are as calculated 
by the CFD Administrator and include the costs of computation of the prepayment, the 
costs to invest the prepayment proceeds, the costs of redeeming CFD No. 2008-0 I (IA 
No. I) 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 Previously Issued 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 Previously Issued 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. No Reserve Fund Credit shall be granted if the 
amount then on deposit in the reserve fund for the Previously Issued Bonds is below 
100% of the reserve requirement (as defined in the Indenture). 

14. If any capitalized interest for the Previously Issued Bonds will not have been expended as 
of the date immediately following the first interest and/or principal payment following 
the current Fiscal Year, a capitalized interest credit shall be calculated by multiplying the 
quotient computed pursuant to paragraph 3 by the expected balance in the capitalized 
interest fund or account under the Indenture after such first interest and/or principal 
payment date (the "Capitalized Interest Credit"). 

15. The Special Tax A 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 "Special Tax A Prepayment Amount"). 

From the Special Tax A 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 CFD No. 2008-01 (IA No. I) Bonds or make debt service payments. The 
amount computed pursuant to paragraph 7 shall be deposited into the Improvement Fund. The 
amount computed pursuant to paragraph 12 shall be retained by CFD No. 2008-01 (IA No. I). 
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The Special Tax A Prepayment Amount may be insufficient to redeem a full $5,000 increment of 
CFO No. 2008-01 (IA No. I) 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 CFO No. 2008-01 (IA No. I) Bonds or to make debt service 
payments. 

Upon confirmation of the payment of tbe current Fiscal Year's Special Tax A levy as determined 
under paragraph 9 (above), the CFO Administrator shall remove the cutTent Fiscal Y car's 
Special Tax A levy for such Assessor's Parcel from the County tax rolls. Witb respect to any 
Assessor's Parcel that is prepaid, the County shall cause a suitable notice to be recorded in 
compliance with tbe Act, to indicate the prepayment of the Special Tax A and the release of the 
Special Tax A lien on such Assessor's Parcel, and the obligation of such Assessor's Parcel to pay 
the Special Tax A shall cease. 

Notwithstanding the foregoing, no Special Tax A prepayment shall be allowed unless, at the time 
of such proposed prepayment, the amount of Maximum Special Tax A that may be levied on 
Taxable Property within CFO No. 2008-01 (IA No. !) (after excluding 139.60 acres of Public 
Property and Property Owner Association Property as set forth in Section F) both prior to and 
after tbe proposed prepayment is at least equal to the sum of (i) tbe Administrative Expenses, as 
defined in Section A above, and (ii) LIO times annual debt service, in each remaining Fiscal 
Year on tbe Outstanding Bonds, 

2. Prepayment in Part 

The obligation of the Assessor's Parcel to pay the Special Tax A may be partially prepaid as 
described herein, provided that a partial prepayment may be made only for Assessor's Parcels of 
Developed Property, or an Assessor's Parcel of Final Mapped Property or Undeveloped Properly 
for which a building permit has been issued, and only if there are no delinquent Special Taxes 
with respect to such Assessor's Parcel at the time of partial prepayment The amount of the 
prepayment shall be calculated as in Section l 1; except that a partial prepayment shall be 
calculated according to the following formula: 

PP= [(PE -A) x F] + A 

These terms have the following meaning: 

PP = the partial prepayment 
PE = the Special Tax A Prepayment Amount calculated according to Section J, I. 
F = the percentage, expressed as a decimal, by which the owner of the Assessor's Parcel is 

partially prepaying the Special Tax A, 
A= the Administrative Fees and Expenses calculated according to Section J, l, 

The owner of any Assessor's Parcel who desires such prepayment shall notify the CFO 
Administrator of such owner's intent to partially prepay the Special Tax A and the percentage by 
which the Special Tax A shall be prepaid. The CFO Administrator shall provide the owner with 
a statement of the amount required for tbe partial prepayment of the Special Tax A for an 
Assessor's Parcel within 30 days of the request and may charge a reasonable fee for providing 
this service, With respect to any Assessor's Parcel !bat is partially prepaid, the CFO 
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Administrator shall ( i) distribute or cause to be distributed the funds remitted to it according to 
Section J.1, and (ii) indicate in the records ofCFD No. 2008-01 (IA No. 1) that there has.been a 
partial prepayment of the Special Tax A and that a portion of the Special Tax A with respect to 
such Assessor's Parcel, equal to the outstanding percentage (1.00 - F) of the remaining 
Maximum Special Tax A, shall continue to be levied on such Assessor's Parcel pursuant to 
Section E. 

K. TERM OF SPECIAL TAX 

The Special Tax A shall be levied for a period not to exceed fifty years commencing with Fiscal 
Year 2008-2009, provided however that the Special Tax A will cease to be levied in an earlier 
Fiscal Year if the CFO Administrator has determined that all required interest and principal 
payments on the CFO No. 2008-01 (IA No. 1) Bonds have been paid. The Special Tax B shall 
be levied in perpetuity to fund the Special Tax Requirement for Services, unless no longer 
required as determined at the sole discretion of the Board. 
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COUN1Y OF SAN DIEGO COMMUNI1Y FACILITIES DISTRICT NO. 2008-1 
IMPROVEMENT AREA NO. 1 (HARMONY GROVE VILLAGE) 

FUTURE EXCLUDED AREA - LEGAL DESCRIPTION 

Those portions of Section 30, Township 12 South, Range 2 West, San Bernardino 
Meridian, in the County of San Diego, State of California, being more particularly 
described as foilows: 

Beginning at the Southwest corner of Parcel 1 of Parcel Map No. 6377, said point 
being the beginning of a non-tangent 250.05 foot radius curve concave 
Southwesterly, to which a radial line bears North 68°23'34" East; 

1) thence along the Westerly line of Parcel 1 of Parcel Map No. 6377 
Northwesterly along the arc of said curve through a central angle of 
21°21"32" a distance of 93.21 feet; 

2) thence continuing along said Westerly line and its prolongation North 
42°57'58" West 659.51 feet to a point on the Northerly line of said Parcel 1; 

3) thence leaving said Westerly line and along said Northerly line North 
84°34'08" East 754.87 feet; 

4) thence continuing along said Northerly line South 89°54'46" East 658.19 
feet; 

5) thence continuing along said Northerly line South 89°35'12" East 659.63 
feet to a point on the Westerly line of Lot 2 of said Section 30; 

6) thence along said Westerly line of Lot 2 of said Section 30 North 00°38'35" 
East 663.36 feet to a point on the Northerly line of Lot 2 of said Section 30; 

7) thence along said Northerly line of said Lot 2 South 89°45'07" East 782.10 
feet to a point on the Easterly line of Lot 2 of said Section 30, said point 
being the beginning of a non-tangent 283.95 foot radius curve concave 
Northeasterly, to which a radial line bears North 89°48'30" West; 

8) thence along said Easterly line Southeasterly along the arc of said curve 
through a central angle of 36°06'13" a distance of 178. 92 feet; 
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9) thence continuing along said Easterly line South 35°54'44" East 53.74 feet 
to the beginning of a tangent 500.00 foot radius curve concave 
Northeasterly; 

10) thence continuing along said Easterly line Southeasterly along the arc of 
said curve through a central angle of 01 °03'26" a distance of 9 .23 feet; 

11) thence leaving said Easterly line South 35°14'04" West 183.73 feet to the 
beginning of a non-tangent 150.00 foot radius curve concave Southerly, to 
which a radial line bears North 35°14'04" East; 

12) thence Westerly along the arc of said curve through a central angle of 
63°36'17" a distance of 166.52 feet; 

13) thence North 56°11'18" West 40.34 feet; 

14) thence South 33°48'42" West 77.60 feet to the beginning of a non-tangent 
1575.00 foot radius curve concave Southwesterly, to which a radial line 
bears North 28°08'46" East; 

15) thence Northwesterly along the arc of said curve through a central angle of 
01 °54'05" a distance of 52.27 feet to the beginning of a non-tangent 
4519.00 foot radius curve concave Southeasterly, to which a radial line 
bears North 63° 11 '55" West; 

16) thence Southwesterly along the arc of said curve through a central angle of 
08°28'46" a distance of 668.79 feet; 

17) thence South 18°19'18" West 201.14 feet to the beginning of a tangent 
1981.00 foot radius curve concave Northwesterly; 

18) thence Southwesterly along the arc of said curve through a central angle of 
03°23'20" a distance of 117.17 feet to the beginning of a non-tangent 
680.00 foot radius curve concave Southwesterly, to which a radial line bears 
North 26°34'15" East; 

19) thence Northwesterly along the arc of said curve through a central angle of 
09°21'44" a distance of 111.11 feet to the beginning of a non-tangent 
1019.00 foot radius curve concave Northwesterly, to which a radial line 
bears South 70°23'48" East; 
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20) thence Southwesterly along the arc of said curve through a central angle of 
08°59'27" a distance of 159.90 feet to the beginning of a non-tangent 
425.00 foot radius curve concave Southwesterly, to which a radial line bears 
North 23°22'07" East; 

21) thence Northwesterly along the arc of said curve through a central angle of 
19°54'17" a distance of 147 .65 feet; 

22) thence North 23°20'04" East 96.05 feet to the beginning of a tangent 
2490.00 foot radius curve concave Northwesterly; 

23) thence Northeasterly along the arc of said curve through a central angle of 
04°33'16" a distance of 197.93 feet; 

24) thence South 59°46'49" West 7.63 feet to the beginning of a non-tangent 
705.00 foot radius curve concave Southeasterly, to which a radial line bears 
North 10°28'46" East; 

25) thence Southwesterly along the arc of said curve through a central angle of 
57°34'05" a distance of 708.35 feet; 

26) thence North 54°17'53" West 191.35 feet; 

27) thence South 40°18'31" West 16.64 feet to the beginning of a tangent 
895.00 foot radius curve concave Southeasterly; 

28) thence Southwesterly along the arc of said curve through a central angle of 
10°59'29" a distance of 171.69 feet; 

29) thence North 54°17'53" West 38.15 feet to the beginning of a non-tangent 
92.00 foot radius curve concave Northwesterly, to which a radial line bears 
South 21 °00'43" East; 

30) thence Southwesterly along the arc of said curve through a central angle of 
02°00'03" a distance of 3.21 feet; 

31) thence South 70°59'21" West 90.77 feet to the beginning of a tangent 
108.00 foot radius curve concave Southeasterly; 

32) thence Southwesterly along the arc of said curve through a central angle of 
10°57'45" a distance of 20.66 feet; 
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33) thence North 29°58'24" West 103.00 feet; 

34) thence North 38°51'12" West 130.92 feet; 

35) thence North 64°27'54" West 157.34 feet; 

36) thence South 45°58'18" West 151.60 feet; 

37) thence South 41°41'00" West 95.93 feet to the POINT OF BEGINNING. 

Containing 36.72 acres, more or less. 

~/2-~ 
Patrick A. McMichael, LS. 6187 

Jb/14312b.005 

Page 4 of 4 



EXHIBIT B 

CERTIFICATE TO AMEND SPECIAL TAX A 



COUNTY OF SAN DIEGO AND CJ;'D No. 2008-01 (IA No.1) CERTIFICATE 

1. Pursuant to Section C of the Rate and Method of Apportionment, the County of San Diego 
("County") and County of San Diego Community Facilities District No. 2008-01 ("CFD No. 
2008-01 (IA No. !)") hereby agree to a rednction in the Maximum Special Tax A for 
Developed Property within CFD No. 2008-01 (IA No. I). 

The infonnation in Table I relating to the Fiscal Year 2008-2009 Maximum Special Tax A 
for Developed Property within CFD No. 2008-01 (IA No. 1) shall be modified as follows: 

I Residential Property 4,250 or greater $[ l per unit 

2 Residential Property 3,925 to less than 4,250 $[ l per unit 

3 Residential Property 3,600 to less than 3,925 $[ l per unit 

4 Residential Property 3,275 to less than 3,600 $( ) per unit 

5 Residential Property 2,950 to less than 3,275 $[ l per unit 

6 Residential Property 2,625 to less than 2,950 $( J per unit 

7 Residential Property 2,300 to less than 2,625 $[ I per unit 

8 Residential Property 1,975 to less than 2,300 $[ J per unit 

9 Residential Property 1,650 to less than 1,975 $[ l per unit 

10 Residential Property Less than 1,650 $[ J per unit 

11 
Non-Residential 

NA 
$[ l per square foot of 

Property Non-Residential Floor Area 

2. The Maximum Special Tax A for Developed Property may only be modified prior to the first 
issuance ofCFD No. 2008-01 (IA No. I) Bonds. 

3. Upon execution of the certificate by the County and CFD No. 2008-01 (IA No. 1), the 
County shall cause an amended notice of Special Tax lien for CFD No. 2008-0 I (IA No. 1) 
to be recorded reflecting the modifications set fo1th herein. 

By execution hereof, the undersigned acknowledges, on behalf of the County and CFD No. 
2008-01 (IA No. I), receipt of this certificate and modification of the Rate and Method of 
Apportionment as set forth in this certificate. 

COUNTY OF SAN DIEGO 

By: __________ _ Date: 
----------

COUNTY OF SAN DIEGO COMMUNITY FACILITIES DISTRICT NO. 2008-01 

By: ------------ Date: ----------
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Appendix E-2 
Restatement of Section D of Rate And Method of Apportionment for County of San Diego 

Community Facilities District No. 2008-01 Improvement Area No. 1 (Harmony Grove Village) 
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RESTATEMENT OF SECTION D OF RATE AND METHOD OF APPORTIONMENT 
FOR COUNTY OF SAN DIEGO COMMUNITY FACILITIES DISTRICT NO. 2008-01 

IMPROVEMENT AREA NO. I (HARMONY GROVE VILLAGE) 

D. ONE-TIME SPECIAL TAX 

All of the requirements of this Section D, which describes the One-Time Special Tax that may 
result from a change in development as detennined pursuant to this Section D, shall only apply 
after the issuance of the first series of CFO No. 2008-01 (IA No. 1) Bonds. Prior to the issuance 
of the first series of CFO No. 2008-01 (IA No. 1) Bonds, the te1ms of this Section D shall not 
apply. 

The following additional definitions apply to this Section D: 

"One-Time Special Tax" means the one-time Special Tax to be levied pursuant to this Section D. 

"Update Property" means an Assessor's Parcel of Final Mapped Property or Undeveloped 
Property for which a building permit has been issued. For purposes of all calculations in this 
Section D, Update Property shall be taxed as if it were already Developed Property during the 
cuITent Fiscal Year. 

1. Determination of whether One-Time Special Tax is to be Levied 

(a) Residential Development 

The number of residential dwelling units by Land Use Class, as listed in Table 3 below, shall be 
determined by the CFO Administrator prior to the issuance of the first series of CFO No. 2008-01 
(IA No. 1) Bonds to reflect the current development plan for CFO No. 2008-01 (IA No. 1). 

After the issuance of the first series of CFO No.2008-01 (IA No. 1) Bonds, the CFO Administrator 
shall, no less frequently than monthly, obtain from the Director of the Department of Planning & 
Development Services of the County (or his or her designee) and review, the applications for 
building permits permitting the construction of one or more dwelling units within CFO No. 2008-
01 (IA No. 1) that have been submitted to the Director of the Department of Planning & 
Development Services of the County (or his or her designec) during the period since the last such 
review. The CFO Administrator shall detennine the Assessor's Parcels or tract and lot numbers on 
which the construction that is the subject of such permit applications is to take place, and the 
Residential Floor Area for each residential dwelling unit associated with each prospective building 
permit. Such determination shall be completed within fifteen days of the CFD Administrator's 
obtaining the permit applications from the Director of the Department of Planning & Development 
Services of the County ( or his or her designec ). 

For property in Land Use Classes 1-10, upon review of such pennit applications, the CFO 
Administrator shall assign each building pennit identified in such applications to Land Use 
Classes 1 through 10 as listed in Table 3 below based on the Residential Floor Area identified for 
each such building pennit. If the CFO Administrator determines (i) that the number of such 



building permits applications for a Land Use Class, plus those building permits previously issued 
for such Land Use Class, will not cause the number of residential dwelling units within such Land 
Use Class to exceed the total number of residential dwelling units for such Land Use Class 
identified in Table 3 below, and (ii) that the total number of residential dwelling units anticipated 
to be constructed pursuant to the current development plan for CFD No. 2008-01 (IA No. I) will 
not be less than the total number of Expected Residential Dwelling Units shown in Table 3, then 
the One-Time Special Tax shall not be levied on the property that is the subject of such permit 
applications. However, if (i) the number of such building pennits applications for such Land Use 
Class, plus those building permits previously issued for such Land Use Class, cause the total 
number of residential dwelling units within such Land Use Class to exceed the number of 
residential dwelling units for such Land Use Class identified in Table 3 below, or (ii) the CFD 
Administrator determines that changes in the development plan may cause a decrease in the 
number of residential dwelling units within CFD No. 2008-01 (IA No. 1) to below the total 
number of Expected Residential Dwelling Units shown in Table 3, then the CFD Administrator 
shall, in accordance with the provisions of paragraph 2, below, dctennine whether a One-Time 
Special Tax is to be levied on the property that is the subject of such permit applications. 

(b) Non-Residential Development 

The amount of Non-Residential Floor Area anticipated for the development of Non-Residential 
Property, as listed in Table 3 below, shall be determined by the CFD Administrator prior to the 
issuance of the first series ofCFD No. 2008-01 (IA No. I) Bonds to reflect the current development 
plan for CFD No. 2008-0 I (IA No. I). 

After the issuance of the first series ofCFD No. 2008-01 (IA No. I) Bonds, the CFD Administrator 
shall, no less frequently than monthly, obtain from the Director of the Department of Plam1ing & 
Development Services of the County (or his or her designee) and review, the applications for 
building permits permitting the construction of one or more non-residential units or facilities 
within CFD No. 2008-01 (IA No. I) that have been submitted to the Director of the Department 
of Planning & Development Services of the County ( or his or her designce) during the period since 
the last such review. The CFD Administrator shall determine the Assessor's Parcels or tract and 
lot numbers on which the construction that is the subject of such permit applications is to take 
place, and the amount of Non-Residential Floor Arca associated with each such prospective 
building pe1mit. Such determination shall be completed within fifteen days of the CFD 
Administrator's obtaining the permit applications from the Director of the Department of Planning 
& Development Services of the County {or his or her designee). 

For property in Land Use Class 11, upon review of such applications, the CFD Administrator shall 
identify the amount of Non-Residential Floor Area on which such Non-Residential Property is to 
be located. If the CFD Administrator determines that the amount of Non-Residential Floor Area 
anticipated for the development of Non-Residential Property does not exceed the total Expected 
Non-Residential Floor Area identified in Table 3 for Land Use Classes 11, then the One-Time 
Special Tax shall not be levied on the property that is the subject of such permit applications. 
However, should the CFD Administrator determine that the changes in the development plan may 
cause a change to the amount of Non-Residential Floor Area anticipated for the development of 
Non-Residential Property within CFD No. 2008-01 (IA No. 1) to anything less than the total 
Expected Non-Residential Floor Area identified in Table 3, then the CFD Administrator shall, in 
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accordance with the provisions of paragraph 2, below, determine whether a One-Time Special Tax 
is to be levied on the property that is the subject of such permit applications. 

TABLE3 

Expected Residential Dwelling Units per Land Use Class and Non-Residential Floor Area 
Improvement Area No. 1 of CFO No. 2008-01 

Land 
Use Residential Floor Number of 

Class Descriptie>_n _ Area (square feet) Units/SF 

1 Residential Property 4,250 or greater 0 units 

2 Residential Property 3,925 to less than 9 units 
4,250 

3 Residential Property 3,600 to less than 34 units 
3,925 

4 Residential Property 3,275 to less than 8 units 
3,600 

5 Residential Property 2,950 to less than 54 units 
3,275 

6 Residential Property 2,625 to less than 71 units 
2,950 

7 Residential Property 2,300 to less than 46 units 
2,625 

8 Residential Property 1,975 to less than 110 units 
2,300 

9 Residential Property 1,650 to less than 110 units 
1,975 

10 Residential Property Less than 1,650 0 units 

11 Non-Residential NA 20,000 square 
Property feet 

2. Calculation of One-Time Special Tax 

If a One-Time Special Tax calculation is required as determined by the CFD Administrator 
pursuant to paragraph I above, the CFD Administrator shall review the current development plan 
for CFD No.2008-01 (IA No. 1) in consultation with the current property owners for all remaining 
Final Mapped Property and Undeveloped Prope1ty in CFD No. 2008-01 (IA No. 1), and shall 
prepare an updated version of Table 3 identifying the revised number of residential dwelling units 
or the amount of Non-Residential Floor Area anticipated within each Land Use Class. The CFD 
Administrator shall not be responsible for any delays in preparing the updated Table 3 that results 
from a refusal on the part of one or more cmrent property owners of Final Mapped Property or 
Undeveloped Property to provide information on their future development. 

The CFD Administrator shall then review the updated Table 3 and dete1mine the One-Time Special 
Tax, if any, to be levied on the property that is the subject of the building permit applications for 
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which, pursuant to paragraph l above, a detennination is required to be made as to whether a One
Time Special Tax is to be levied on such property in order to assure CFO No. 2008-01 (IA No. 
l)'s ability to collect the Maximum Special Tax A is at least equal to 110% debt service coverage 
on the Outstanding Bonds, plus Administrative Expenses. The calculations shall be undertaken by 
the CFO Administrator, based on the data in the updated Table 3, as follows: 

Step I. Compute the sum of the Maximum Special Tax A authorized to be levied on all 
Developed Property and Update Property within CFO No. 2008-01 (IA No. 1 ), 
plus the sum of the Maximum Special Tax A authorized to be levied on all future 
development as identified in the current development plan as determined by the 
CFO Administrator in consultation with the property owner(s). 

Step 2. Determine the amount of Maximum Special Tax A required to provide 110% 
debt service coverage on the Outstanding Bonds, plus any other payments 
included in the Special Tax Requirement for Facilities. 

Step 3. If the total sum computed pursuant to step 1 is greater than or equal to the amount 
computed pursuant to step 2, then no One-Time Special Tax will be required to 
be levied on such property. If the total sum computed pursuant to step I is less 
than the amount computed pursuant to step 2, then continue to step 4. 

Step 4. Determine the Maximum Special Tax A shortfall by subtracting the total sum 
computed pursuant to step I from the amount computed pursuant to step 2. 
Divide this Maximum Special Tax A shortfall by the amount computed pursuant 
to step 2. 

Step 5. The One-Time Special Tax shall be calculated using the prepayment fonnula 
described in Section J.l, with the following exceptions: (i) skip Paragraphs I, 2 
and 3, and begin with Paragraph 4; (ii) the Bond Redemption Amount in 
Paragraph 4 of the prepayment formula described in Section J.l shall equal the 
product of the quotient computed pursuant to step 4 above times the Previously 
Issued Bonds, as defined in Section J.I; (iii) the Capitalized Interest Credit 
described in Paragraph 14 of Section J.1 shall be $0; and (iv) any payments of 
the One-Time Special Tax (less Administrative Fees and Expenses) shall be 
disbursed pursuant to the Indenture. 

3. Billing and Collection of One-Time Special Tax 

The One-Time Special Tax shall be payable and be collected by means of direct billing of the 
owners of the property on which it is levied. The One-Time Special Tax shall have the same 
priority and bear the same proportionate penalties and interest after delinquency as do the ad 
valorem taxes on real property. CFO No. 2008-01 (IA No. I) shall effect the levy of the One
Time Special Tax in accordance with the ordinance of the County levying the Special Taxes. 
The CFO Administrator shall prepare a bill for the One-Time Special Tax payable with respect 
to each parcel of property and shall send such bill to the owner of such parcel by United States 
first-class mail, postage prepaid. Said bill shall be so mailed no later than five business days 
after the date of the calculation made pursuant to paragraph 2, above, and shall be dated the 
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date of such mailing The One-Time Special Tax shall be due and payable 30 days after the 
date of such bill. The ownership and billing address for each such parcel shall be ascertained 
from the records of the County Assessor of the County. Each such bill shall stale the amount 
of the One-Time Special Tax payable, that such One-Time Special Tax is due and payable on 
the date 30 days after the date of such bill and that, if such One-Time Special Tax is not paid 
by such date, penalties and interest will begin to accrue. 

4. Term; Exemptions 

The One-Time Special Tax may be levied, if it is ever levied, during the period not lo exceed filly 
years commencing with Fiscal Year 2008-2009, provided however that the One-Time Special Tax 
shall no longer be permitted to be levied in an earlier Fiscal Year if the CFD Administrator has 
determined that all required interest and principal payments on the CFD No. 2008-01 (IA No. 1) 
Bonds have been paid. 

Property exempt from the levy of the Special Taxes by law or pursuant to the provisions of Section 
F, below, shall also be exempt from the levy of the One-Time Special Tax. 

5. References and Deletions 

Unless otherwise provided herein, references to "Special Taxes" in this Rate and Method of 
Appottionment, other than in Section H, below, refer only to the annual Special Taxes levied 
pursuant to Section C, above, and not to the One-Time Special Tax levied pursuant to this Section 
D. The reference to "Special Tax Buydown in accordance with Section D.4 below" in the definition 
"Administrative Expenses" in Section A, above, shall be deemed to be a reference to "One-Time 
Special Tax in accordance with Section D, below." The definition "Special Tax A Buydown" in 
Section A, above, shall be deemed lo be deleted therefrom. The reference to "Special Tax A 
Buydown" in Section H, below, shall be deemed to refer to the One-Time Special Tax. 
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CERTIFICATE TO AMEND SPECIAL TAX A 
COUNTY OF SAN DIEGO AND CFO No. 2008-01 (IA No. I} CERTIFICATE 

1. Pursuant to Section C of the Rate and Method of Apportionment (the "Rate and Method") for 
Improvement Area No. 1 of Community Facilities District No. 2008-01 (Harmony Grove 
Village), County of San Diego, State of California ("CFO No. 2008-01 "), the County of San 
Diego ("County") and CFO No. 2008-01 hereby agree to a reduction in the Maximum Special 
Tax A for certain Developed Properly within Improvement Area No. 1 ofCFD No. 2008-01, 
as reflected herein. 

The information in Table 1 relating to the Maximum Special Tax A for Developed Property 
within Improvement Area No. 1 ofCFD No. 2008-01 shall be modified commencing with 
Fiscal Year 2018-19 as follows1: 

Llliid> •·Maximum Use ',', 

.. (?)~~$' ~peci~I 'I'ax)\ 

I Residential Property 4,250 or greater $5,876.77 per unit 

2 Residential Property 3,925 to less than 4,250 $4,682.44 per unit 

3 Residential Property 3,600 to less than 3,925 $4,215.80 per unit 

4 Residential Property 3,275 to less than 3,600 $4,038.86 per unit 

5 Residential Property 2,950 to less than 3,275 $3,586.09 per unit 

6 Residential Property 2,625 to less than 2,950 $3,421.03 per unit 

7 Residential Property 2,300 to less than 2,625 $3,177.23 per unit 

8 Residential Property 1,975 to less than 2,300 $2,901.63 per unit 

9 Residential Property 1,650 to less than 1,975 $2,631.8 I per unit 

10 Residential Property Less than 1,650 $2,412.39 per unit 

11 Non-Residential NA $0.305 per square foot of 
Property Non-Residential Floor Area 

2. The Maximum Special Tax A for Developed Property may only be modified prior to the first 
issuance ofCFD No. 2008-01 (IA No. 1) Bonds. 

3. Upon execution of the certificate by the County and CFO No. 2008-01, the County shall cause 
an amended notice of Special Tax lien for Improvement Area No. 1 of CFO No. 2008-01 to be 
recorded reflecting the modifications set forth herein. 

1 The reduction of the Maximum Special Tax A is from !he Fiscal Year 2018~ 19 Maximum Special Tux A 'I11e Maximum Special Tax A retlected 
in the initial Table 1 was for Fiscal Year 2008-09. Table I, as modified, shows the Maximum Special Tax A for Fiscal Year 20 l 8~ l 9. Maximum 
Special Tax A was and is subject to increase pursuant to Section C(l)(a)(2) of the Rate and Method. Maximum Special Tax A rates for Land Use 
Classes 1, 9, lO and 11 have not been reduced. 
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By execution hereof, the undersigned acknowledges, on behalf of the County and CFD No. 2008-
0 I, receipt of this certificate and modification of the Rate and Method as set forth in this certificate. 
Capitalized undefined terms used herein have the meaning ascribed thereto in the Rate and 
Method. 

COUNTY OF SAN DIEGO 

Date: /'2,/,f; /1 1 
--

COMMUNITY FACILITIES DISTRICT NO. 2008-0 I (HARMONY GROVE VILLAGE), 
COUNTY OF SAN DIEGO, STATE OF CALIFORNIA 

Date: I'.? 1 
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APPENDIXF 
GENERAL INFORMATION REGARDING THE COUNTY 

The following information is presented as general background data. The Series 201 SA Bonds are 
payable solely from the Net Special Tax Revenues and amounts in certain funds established under the 
Indenture, as described in the Official Statement. Neither the faith and credit nor the taxing power of the 
District ( except to the limited extent set forth in the Indenture), the County, or the State of California, or 
any political subdivision thereof, is pledged to the payment of the Series 201 SA Bonds. 

General 

San Diego County is the southernmost major metropolitan area in the State. San Diego County 
covers 4,261 square miles, extending 70 miles along the Pacific Coast from the Mexican border to Orange 
County, and inland 75 miles to Imperial County. Riverside and Orange counties form fhe northern 
boundary. San Diego County is approximately fhe size of the State of Connecticut. 

Topography of San Diego County varies from broad coastal plains and fertile inland valleys to 
mountain ranges in the east which rise to an elevation of 6,500 feet. Eastern slopes of these mountains 
form the rim of the Anza-Borrego Desert and the Imperial Valley. The Cleveland National Forest 
occupies much of the interior portion of San Diego County. The climate is equable in the coastal and 
valley regions where most of the population and resources are located. The average annual rainfall in the 
coastal areas is approximately 10 inches. 

San Diego County possesses a diverse economic base consisting of a significant manufacturing 
presence in the fields of electronics and shipbuilding, a large tourist industry attracted by the favorable 
climate of the region, and a considerable defense-related presence. 

There are 18 incorporated cities in San Diego County, and several unincorporated communities. 
In addition to the City of San Diego, other principal cities in San Diego County include Carlsbad, Chula 
Vista, Oceanside, El Cajon, Escondido, La Mesa and National City. Most County residents live wifhin 20 
miles of the coast. Farther inland are agricultural areas, principally planted in avocados and tomatoes, 
while the easternmost portion of San Diego County has a dry, desert-like climate. 
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Population 

Table F-1 below sets forth the population in San Diego County, the State and the United States 
for the years 2008 through 2017. 

TABLE F-1 
POPULATION ESTIMATES 

(In Thousands) 
2008-2016 

As of San Diego Percent State of Percent United Percent 
July 1 County Increase California Increase States Increase 

2008 3,051 1.23 36,856 0.83 304,060 0.81 
2009 3,078 0.86 37,077 0.60 307,007 0.97 
2010 3,101 0.75 37,335 0.70 309,338 0.76 
2011 3,136 I. 11 37,676 0.91 311,644 0.75 
2012 3,173 1.21 38,043 0.97 313,993 0.75 
2013 3,208 1.08 38,374 0.87 316,235 0.71 
2014 3,247 1.24 38,740 0.95 318,623 0.76 
2015 3,274 0.82 39,059 0.83 321,040 0.76 
2016 3,296 0.66 39,312 0.65 323,406 0.74 
2017 3,320 0.74 39,613 0.77 325,719 0.72 

Sources: County and State Data - State of California Department of Finance; National Data - U.S. Census Bureau, 
Annual Population Estimates. Percentages may not compute due to independent rounding. 
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Employment 

Table F-2 below sets forth information regarding the size of the civilian labor force, the number 
of persons employed and unemployed, and the unemployment rates for the County, the State and the 
United States for 2012 through 2016. 

TABLE F-2 
CIVILIAN LABOR FORCE, EMPLOYMENT AND UNEMPLOYMENT 

ANNUAL AVERAGES 2012-20161
) 

By Place of Residence 
(In Thousands) 

2012 2013 2014 2015 2016 
San Diego County 

Labor Force 1,540 1,543 1,544 1,555 1,570 
Employment 1,400 1,423 1,445 1,474 1,497 
Unemployment 141 121 99 80 74 
Unemployment Rate 9.1% 7.8% 6.4% 5.2% 4.7% 

State of California 
Labor Force 18,524 18,624 18,755 18,893 19,103 
Employment 16,603 16,959 17,349 17,723 18,065 
Unemployment 1,921 1,666 1,406 1,170 1,038 
Unemployment Rate 10.4% 8.9% 7.5% 6.2% 5.4% 

United States 
Labor Force 154,975 155,389 155,922 157,130 159,187 
Employment 142,469 143,929 146,305 148,834 151,436 
Unemployment 12,506 11,460 9,617 8,296 7,751 
Unemployment Rate 8.1% 7.4% 6.2% 5.3% 4.9% 

Source: California Employment Development Department and U.S. Department of Labor Bureau of Labor Statistics. 
Ol Data is not seasonally adjusted; values represent independent rounding. 

The State of California Employment Development Department, Labor Market Information 
Division (the "EDD"), estimates that, on a seasonally unadjusted basis, the civilian labor force in the 
County in November 2017 was 1,584,700, of which approximately 51,500 persons were unemployed. 
Based on estimates of the EDD on a seasonally unadjusted basis, the County's unemployment rate in 
November 2017 was 3.3%, and that of the State was 4.0%. 
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Table F-3 below sets forth the annual average employment within San Diego County by 
employment sector, other than farm industries, for 2012 through 2016, and as preliminarily estimated for 
November 2017. 

TABLEF-3 
SAN DIEGO COUNTY 

NON-AGRICULTURAL LABOR FORCE AND INDUSTRY EMPLOYMENT 
ANNUAL AVERAGES 2012-2016, AND AS OF NOVEMBER 2017 

(In Thousands) 

Employment Sector(IJ 2012 2013 2014 2015 2016 

Mining and Logging 0.4 0.3 0.4 0.3 0.3 
Construction 57.0 61.0 63.9 69.9 76.1 
Manufacturing 98.2 99.4 102.2 106.2 107.8 
Trade, Transportation and Utilities 208.0 212.4 215.0 219.2 221.6 
Information 24.5 24.3 24.4 23.8 23.6 
Financial Activities 69.8 70.8 69.4 71.2 73.0 
Professional and Business Services 213.4 221.1 224.3 230.2 234.0 
Educational and Health Services 174.5 181.0 186.0 192.7 198.5 
Leisure and Hospitality 161.7 168.6 177.0 183.9 190.7 
Other Services 49.2 49.3 52.0 53.2 54.9 
Government 227.8 229.5 231.9 236.2 242.1 
Total 1,284.6 1 317.7 1 346.6 1,386.8 1,422.6 

November 
2017 

0.3 
82.0 

108.1 
228.1 

23.8 
76.6 

235.6 
208.3 
192.9 
60.1 

253.2 
1 469.0 

OJ Industry employment is by place of work; excludes self-employed individuals, unpaid family workers, household 
domestic workers, & workers on strike. Data may not add due to rounding. 

Source: Annual averages: California Employment Development Department. November 201 7 data: California 
Employment Development Department press release dated December 22, 2017. 
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Largest Employers 

Table F-4 below sets forth the ten largest employers in the County for 2016 and their respective 
number of employees for 2015 and 2016. 

TABLE F-4 
SAN DIEGO COUNTY 

TEN LARGEST EMPLOYERS 
2015-2016 

Employer 

University of California San Diego 
Sharp Healthcare 

Number of Employees 
2015 2016 -- --

29.287 30.671 
16.896 17.809 

County of San Diego 17.034 17.396 
Scripps Health 14.644 14.863 
Qualcomm Inc. 13.500 12.186 
City of San Diego 10.913 11.347 
Kaiser Permanente 7.535 8.406 
UC San Diego Health System 7.229 7.438 
San Diego Community College District 
General Atomics (and affiliated companies) 

4.733 5.902 
5.088 5.480 

Source: County of San Diego Fiscal Year 2016-17 Adopted Operational Plan. 

Regional Economy 

Table F-5 below sets forth the County's real gross domestic product, which is an estimate of the 
value of all goods and services produced in the region, from 2012 through 2016. 

TABLE F-5 
SAN DIEGO COUNTY 

GROSS DOMESTIC PRODUCT 
2012-20161

) 

Year 
2012 
2013 
2014 
2015 
2016 

Gross Domestic 
Product 

(In Millions) 
$189.3 

198.5 
205.1 
210.7 
215.3 

(ll[n current dollars. Data as of September 20, 2017. 
Sources: Bureau of Economic Analysis, U.S. Department of Commerce; 
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Building Activity 

Table F-6 below sets forth the annual total building permit valuation and the annual new housing 
permit total from 2013 through 2016, and for January through August, 2017. 

TABLE F-6 
SAN DIEGO COUNTY 

BUILDING PERMIT ACTIVITY 
2013-August 2017 

(In Thousands) 

2013 2014 2015 2016 2017(!) 
Valuation: 

Residential $2,079,565 $1,818,853 $2,447,042 $2,472,237 $1,550,246 
Non-Residential I 405 194 1,920,627 1,862,502 1,782,421 I 767 590 
Total $3,484,759 $3,739,480 $4,309,544 $4,254,658 $3,317,836 

New Housing Units: 
Single Family 2,575 2,276 3,136 2,420 2,390 
Multiple Family 5,807 4,327 6,869 7,680 3,288 
Total 8,382 6,603 10,005 10,100 5,678 

Source: Construction Industry Research Board and California Homebuilding Foundation. 
OJ Reflects data as of August 2017. 
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Commercial Activity 

Table F-7 below sets forth the taxable sales in the County for calendar years 2011 through 2015 
and for the third quarters of 2015 and 2016. 

TABLE F-7 
SAN DIEGO COUNTY 

TAXABLE SALES 
Calendar Years 2011 - 2015 and Third Quarters of 2015 and 2016 

(In Thousands) 

Type of Business 2011 2012 2013 2014 
Retail and Food Services: 

Motor Vehicle and Parts Dealers $ 5.059.516 $ 5.851.723 $ 6.355. 973 $ 6.753.234 
Furniture & Home Furnishings 

Stores(2l 894.741 962.420 1.015.878 1.047.805 
Electronics & Appliance Stores 1.315.328 1.261.183 1.297.063 1.272.567 
Building Materials and Garden 

Equipment and Supplies 2.072.358 2.204.608 2.376.043 2.474.612 
Food and Beverage Stores 2.010.404 2.087.821 2.179.811 2.291.807 
Health & Personal Care Stores 869.965 876.663 915.651 919.455 
Gasoline Stations 4.437.173 4.595.421 4.515.941 4.514.898 
Clothing and Clothing Accessories 

Stores 2.988.756 3.208.810 3.425.325 3.482.100 
Sporting Goods, Hobby, Book & 

Music Stores 1.009.226 1.003.947 1.031.505 1.033.870 
General Merchandise Stores 4.528.053 4.695.436 4.784.812 4.845.900 
Miscellaneous Store Retailers(JJ 1.433.298 1.473.767 1.539.376 1.594.890 
Food Services and Drinking Places 5.214.419 5.665.929 5.954.220 6.385.266 
Nonstore Retailers 152.055 265.508 556.994 641.091 

Total Retail and Food Services $31.985.292 $34.153.236 $35.948.594 $37.257.495 
All Other Outlets 13.105.090 13.793.799 14.348.737 15.454.144 

Totals All Outlets $45.090.382 $47.947.035 $50.297.331 $52.711.639 

Source: California Department of Tax and Fee Administration, Taxable Sales in California. 
Cl) Industry-level data available for 2015-2016 are not directly comparable to prior years. 
CZ) Referred to as "Home Furnishings and Appliance Stores" beginning in 2015. 
C
3
) Referred to as "Other Retail Group" beginning in 2015. 
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2015(!) 

$ 7.294.831 

2.431.315 

2.631.078 
2.456.465 

3.795.003 

3.562.794 

4.398.638 
4.463.781 
6.955.661 

$37.989.566 
16.196.022 

$54.185.588 

Q3 2015(!) Q3 201(,(1) 

$ 1.880.518 $ 1. 935.640 

613.584 653.651 

664.485 690.167 
622.881 623.242 

1.066.062 871.999 

857.072 881.358 

1.162.902 1.139.038 
1.102.677 1.145.544 
1.822.126 1.954.510 

9.792.307 9.895.151 
4.108.877 4.318.234 

$13.901.184 $14.213.234 



Personal Income 

Table F-8 below sets forth the median household income for San Diego County, the State and the 
United States from 2011 to 2015. For 2016, in 2016 inflation-adjusted dollars, the median household 
income for San Diego County was $70,824; for the State, $67,739, and for the United States, $57,617. 

Year 

2011 
2012 
2013 
2014 
2015 

TABLE F-8 
SAN DIEGO COUNTY 

MEDIAN HOUSEHOLD INCOME( 11 

2011 through 2015 

San Diego County 

$59,477 
60,330 
61,426 
66,192 
67,320 

California 

$57,287 
58,328 
60,190 
61,933 
64,500 

United States 

$50,502 
51,371 
52,250 
53,657 
55,775 

Source: U.S. Census Bureau - Economic Characteristics - American Community Survey 1-year 
estimates. 
Ol In inflation-adjusted (2015) dollars. 
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APPENDIX G 
DTC AND THE BOOK ENTRY SYSTEM 

The following information concerning The Depository Trust Company ("OTC") and OTC' s 
book-entry system has been obtained from sources that the District and the Underwriters believe to be 
reliable. The District and the Underwriters undertake no responsibility for. and make no representations 
as to the accuracy or completeness of. such information. 

NEITHER THE DISTRICT NOR THE TRUSTEE WILL HA VE ANY RESPONSIBILITY OR 
OBLIGATION TO DIRECT PARTICIPANTS. TO INDIRECT PARTICIPANTS OR TO ANY 
BENEFICIAL OWNER WITH RESPECT TO (A) THE ACCURACY OF ANY RECORDS 
MAINTAINED BY OTC. ANY DIRECT PARTICIPANT OR ANY INDIRECT PARTICIPANT; (B) 
ANY NOTICE THAT IS PERMITTED OR REQUIRED TO BE GIVEN TO THE OWNERS OF THE 
SERIES 2018A BONDS UNDER THE INDENTURE; (C) THE SELECTION BY OTC OR ANY 
DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF ANY PERSON TO RECEIVE 
PAYMENT IN THE EVENT OF A PARTIAL REDEMPTION OF THE SERIES 2018A BONDS; (D) 
THE PAYMENT BY OTC OR ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF 
ANY AMOUNT TO THE OWNERS OF THE SERIES 2018A BONDS; (E) ANY CONSENT GIVEN 
OR OTHER ACTION TAKEN BY OTC AS THE OWNER OF SERIES 2018A BONDS; OR (F) ANY 
OTHER MATTER REGARDING OTC. 

The Depository Trust Company. New York. New York. will act as securities depository for the 
Series 2018A Bonds. The Series 2018A Bonds will be issued as full-registered securities registered in the 
name of Cede & Co. (OTC' s partnership nominee) or such other name as may be requested by an 
authorized representative of OTC. One full-registered Series 2018A Bond certificate will be issued for 
each maturity of the Series 2018A Bonds. in the aggregate principal amount of such maturity. and will be 
deposited with OTC or held by the Trustee. 

OTC is a limited purpose trust company organized under the New York Banking Law. a "banking 
organization" within the meaning of the New York Banking Law. a member of the Federal Reserve 
System, a "clearing corporation" within the meaning of the New York Uniform Commercial Code. and a 
"clearing agency" registered pursuant to the provisions of Section 17 A of the Securities Exchange Act of 
1934. OTC holds and provides asset servicing for over 3.5 million issues of U.S. and non U.S. equity 
issues. corporate and municipal debt issues. and money market instruments (from over 100 countries) that 
DTC's participants ("Direct Participants") deposit with OTC. OTC also facilitates the post trade 
settlement among Direct Participants of sales and other securities transactions in deposited securities. 
through electronic computerized book-entry transfers and pledges between Direct Participants' accounts. 
This eliminates the need for physical movement of securities certificates. Direct Participants include both 
U.S. and non U.S. securities brokers and dealers, banks, trust companies, clearing corporations, and 
certain other organizations. OTC is a wholly owned subsidiary of The Depository Trust & Clearing 
Corporation ("DTCC"). DTCC is the holding company for OTC, National Securities Clearing 
Corporation and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC 
is owned by the users of its regulated subsidiaries. Access to the OTC system is also available to others 
such as both U.S. and non U.S. securities brokers aud dealers, banks, trust companies, and clearing 
corporations that clear through or maintain a custodial relationship with a Direct Participant, either 
directly or indirectly ("Indirect Participants"). OTC has a Standard & Poor's rating of "AA+." The OTC 
Rules applicable to its Participants are on file with the Securities and Exchange Commission. More 
information about OTC can be found at www.dtcc.com The information on such website is not 
incorporated by reference herein. 
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Purchases of the Series 2018A Bonds under the OTC system must be made by or through Direct 
Participants, which will receive a credit for the Series 2018A Bonds on DTC's records. The ownership 
interest of each actual purchaser of each Series 2018A Bond ("Beneficial Owner") is in turn to be 
recorded on the Direct and Indirect Participants' records. Beneficial Owners will not receive written 
confirmation from OTC of their purchase. Beneficial Owners are, however, expected to receive written 
confirmations providing details of the transaction, as well as periodic statements of their holdings, from 
the Direct or Indirect Participant through which the Beneficial Owner entered into the transaction. 
Transfers of ownership interests in the Series 2018A Bonds are to be accomplished by entries made on 
the books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners 
will not receive bonds or certificates representing their ownership interests in the Series 2018A Bonds, 
except in the event that use of the book-entry system for the Series 2018A Bonds is discontinued. 

To facilitate subsequent transfers, all Series 2018A Bonds deposited by Direct Participants with 
OTC are registered in the name of DTC's partnership nominee, Cede & Co., or such other name as may 
be requested by an authorized representative of OTC. The deposit of the Series 2018A Bonds with OTC 
and their registration in the name of Cede & Co. or such other OTC nominee do not effect any change in 
beneficial ownership. OTC has no knowledge of the actual Beneficial Owners of the Series 2018A Bonds; 
DTC's records reflect only the identity of the Direct Participants to whose accounts such Series 2018A 
Bonds are credited, which may or may not be the Beneficial Owners. The Direct and Indirect Participants 
will remain responsible for keeping account of their holdings on behalf of their customers. 

Conveyance of notices and other communications by OTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any statutory or regulatory 
requirements as may be in effect from time to time. Beneficial Owners of the Series 2018A Bonds may 
wish to take certain steps to augment the transmission to them of notices of significant events with respect 
to the Series 2018A Bonds, such as redemptions, tenders, defaults, and proposed amendments to the 
Indenture and the Facility Lease. For example, Beneficial Owners of the Series 2018A Bonds m may wish 
to ascertain that the nominee holding the Series 2018A Bonds for their benefit has agreed to obtain and 
transmit notices to Beneficial Owners. In the alternative, Beneficial Owners may wish to provide their 
names and addresses to the registrar and request that copies of notices be provided directly to them. 

While the Series 2018A Bonds are in the book-entry-only system, redemption notices will be sent 
to OTC. If less than all of the Series 2018A Bonds within an issue are being redeemed, DTC's practice is 
to determine by lot the amount of the interest of each Direct Participant in such issue to be redeemed. 

Neither OTC nor Cede & Co. (nor any other OTC nominee) will consent or vote with respect to 
the Series 2018A Bonds unless authorized by a Direct Participant in accordance with DTC's MMI 
Procedures. Under its usual procedures, OTC mails an Omnibus Proxy to the District, as issuer, as soon 
as possible after the record date. The Omnibus Proxy assigns Cede & Co. 's consenting or voting rights to 
those Direct Participants to whose accounts the Series 2018A Bonds are credited on the record date 
(identified in a listing attached to the Omnibus Proxy). 

Principal of and interest payments on the Series 2018A Bonds will be made to Cede & Co., or 
such other nominee as may be requested by an authorized representative of OTC. DTC's practice is to 
credit Direct Participants' accounts upon DTC's receipt of funds and corresponding detail information 
from the District or the Trustee, on payable date in accordance with their respective holdings shown on 
DTC's records. Payments by Participants to Beneficial Owners will be governed by standing instructions 
and customary practices, as is the case with securities held for the accounts of customers in bearer form or 
registered in "street name," and will be the responsibility of such Participant and not of OTC, the District, 
or the Trustee, subject to any statutory or regulatory requirements as may be in effect from time to time. 
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Payment of redemption proceeds, principal and interest to Cede & Co. ( or such other nominee as may be 
requested by an authorized representative of OTC) is the responsibility of the District or the Trustee, 
disbursement of such payments to Direct Participants will be the responsibility of OTC and disbursement 
of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants. 

OTC may discontinue providing its services as depository with respect to fhe Series 2018A Bonds 
at any time by giving reasonable notice to the District or the Trustee. Under such circumstances, in the 
event that a successor depository is not obtained, Series 2018A Bond certificates are required to be 
printed and delivered. 

The District may decide to discontinue use of the system of book-entry-only transfers through 
OTC (or a successor securities depository). DTC's procedures provide that upon receipt of a withdrawal 
request from an issuer, OTC will take fhe following actions: (1) OTC will issue an Important Notice 
notifying its participants of the receipt of a withdrawal request from the issuer reminding participants fhat 
they may utilize DTC's withdrawal procedures if they wish to withdraw their securities from OTC; and 
(2) OTC will process withdrawal requests submitted by participants in the ordinary course of business, 
but will not effectuate withdrawals based upon a request from the issuer. In that event, Series 2018A 
Bond certificates will be printed and delivered to OTC. 

The information in this Appendix G concerning OTC and DTC's book-entry system has been 
obtained from sources that the District believes to be reliable, but the District takes no responsibility for 
the accuracy fhereof. 

BENEFICIAL OWNERS WILL NOT RECEIVE PHYSICAL DELIVERY OF SERIES 2018A 
BONDS AND WILL NOT BE RECOGNIZED BY THE TRUSTEE AS OWNERS THEREOF, AND 
BENEFICIAL OWNERS WILL BE PERMITTED TO EXERCISE THE RIGHTS OF OWNERS ONLY 
INDIRECTLY THROUGH OTC AND THE PARTICIPANTS. 
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APPENDIX H 
FORM OF DISTRICT CONTINUING DISCLOSURE AGREEMENT 

This Continuing Disclosure Agreement dated as of February I, 2018 (the "Disclosure 
Agreement") is executed and delivered by Community Facilities District No. 2008-1 (Harmony Grove 
Village), County of San Diego, State of California (the "District"), and Willdan Financial Services, as 
disclosure dissemination agent ("Willdan" or the "Disclosure Dissemination Agent"), in connection with 
the execution and delivery by the District of its $15,710,000 Community Facilities District No. 2008-01 
(Harmony Grove Village) of the County of San Diego, Improvement Area No. I Special Tax Bonds, 
Series 2018A (the "Bonds"). The Bonds are being issued pursuant to a resolution adopted on December 5, 
2017, by the Board of Supervisors of the County of San Diego, California, acting as the legislative body 
of the District, and the Indenture dated as of February I, 2018 (the "Indenture") by and between the 
District and ZB, National Association dba Zions Bank, as trustee. The District covenants and agrees as 
follows: 

SECTION I. Definitions. Capitalized terms not otherwise defined in this Disclosure 
Agreement shall have the meaning assigned in the Rule (hereinafter defined) or, to the extent not in 
conflict with the Rule, in the Official Statement (hereinafter defined). The capitalized terms shall have 
the following meanings: 

"Annual Report" means an Annual Report described in and consistent with Section 3 of this 
Disclosure Agreement. 

"Annual Filing Date" means the date set forth in Sections 2(a) and 2(f) of this Disclosure 
Agreement by which the Annual Report is to be filed with the MSRB. 

"Annual Financial Information" means annual financial information as such term is used m 
paragraph (b )(5)(i) of the Rule and specified in Section 3(a) of this Disclosure Agreement. 

"Assessor's Parcel" has the meaning given in the Rate and Method. 

"Audited Financial Statements" means the financial statements (if any) of the District for the 
prior Fiscal Year, certified by an independent auditor as prepared in accordance with generally accepted 
accounting principles or otherwise, as such term is used in paragraph (b )(5)(i) of the Rule and specified in 
Section 3(b) of this Disclosure Agreement. 

"Bonds" means the Bonds as listed on the attached Exhibit A with the 9-digit CUSIP numbers 
relating thereto. 

"Certification" means a written certification of compliance signed by the Disclosure 
Representative stating that the Annual Report, Audited Financial Statements, Notice Event notice, Failure 
to File Event notice, Voluntary Event Disclosure or Voluntary Financial Disclosure delivered to the 
Disclosure Dissemination Agent is the Annual Report, Audited Financial Statements, Notice Event 
notice, Failure to File Event notice, Voluntary Event Disclosure or Voluntary Financial Disclosure 
required to be submitted to the MSRB under this Disclosure Agreement. A Certification shall accompany 
each such document submitted to the Disclosure Dissemination Agent by the District and include the full 
name of the Bonds and the 9-digit CUSIP numbers for all Bonds to which the document applies. 

"Disclosure Dissemination Agent" means Willdan Financial Services, acting in its capacity as 
Disclosure Dissemination Agent hereunder, or any successor Disclosure Dissemination Agent designated 
in writing by the District pursuant to Section 9 hereof. 
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"Disclosure Representative" means the Debt Finance Manager of the District or his or her 
designee, or such other person as the District shall designate in writing to the Disclosure Dissemination 
Agent from time to time as the person responsible for providing Information to the Disclosure 
Dissemination Agent. 

"Failure to File Event" means the District's failure to file an Annual Report on or before the 
Annual Filing Date. 

"Force Majeure Event" means: (i) acts of God, war, or terrorist action; (ii) failure or shut-down of 
the Electronic Municipal Market Access system maintained by the MSRB; or (iii) to the extent beyond 
the Disclosure Dissemination Agent's reasonable control, interruptions in telecommunications or utilities 
services, failure, malfunction or error of any telecommunications, computer or other electrical, 
mechanical or technological application, service or system, computer virus, interruptions in Internet 
service or telephone service (including due to a virus, electrical delivery problem or similar occurrence) 
that affect Internet users generally, or in the local area in which the Disclosure Dissemination Agent or 
the MSRB is located, or acts of any government, regulatory or any other competent authority the effect of 
which is to prohibit the Disclosure Dissemination Agent from performance of its obligations under this 
Disclosure Agreement. 

"Holder" means any person (a) having the power, directly or indirectly, to vote or consent with 
respect to, or to dispose of ownership of, any Bonds (including persons holding Bonds through nominees, 
depositories or other intermediaries) or (b) treated as the owner of any Bonds for federal income tax 
purposes. 

"Information" means, collectively, the Annual Reports, the Audited Financial Statements (if any), 
the Notice Event notices, the Failure to File Event notices, the Voluntary Event Disclosures and the 
Voluntary Financial Disclosures. 

"MSRB" shall mean the Municipal Securities Rulemaking Board or any other entity designated 
or authorized by the Securities and Exchange Commission to receive reports pursuant to the Rule. Until 
otherwise designated by the MSRB or the Securities and Exchange Commission, filings with the MSRB 
are to be made through the Electronic Municipal Market Access (EMMA) website of the MSRB, 
currently located at http://emma.msrb.org. 

"Notice Event" means any of the events enumerated in paragraph (b )(5)(i)(C) of the Rule and 
listed in Section 4(a) of this Disclosure Agreement. 

"Obligated Person" means any person, including the District, who is either generally or through 
an enterprise, fund, or account of such person committed by contract or other arrangement to support 
payment of all, or part of the obligations on the Bonds. 

"Official Statement" means that Official Statement prepared by the District in connection with 
the Bonds, as listed on Exhibit A. 

"Taxable Property" has the meaning given in the Rate and Method. 

"Trustee" means the institution identified as such in the document under which the Bonds were 
issued. 

"Voluntary Event Disclosure" means information of the category specified in any of subsections 
(e)(vi)(l) through (e)(vi)(IO) of Section 2 of this Disclosure Agreement that is accompanied by a 
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Certification of the Disclosure Representative containing the information prescribed by Section 7(a) of 
this Disclosure Agreement. 

"Voluntary Financial Disclosure" means information of the category specified in any of 
subsections (e)(vii)(l) through (e)(vii)(2) of Section 2 of this Disclosure Agreement that is accompanied 
by a Certification of the Disclosure Representative containing the information prescribed by Section 7(b) 
of this Disclosure Agreement. 

SECTION 2. Provision of Annual Reports. 

(a) The District shall provide annually an electronic copy of the Annual Report and 
Certification to the Disclosure Dissemination Agent. together with a copy for the Trustee. not later than 
the Annual Filing Date. Promptly upon receipt of an electronic copy of the Annual Report and the 
Certification. the Disclosure Dissemination Agent shall provide an Annual Report to the MSRB not later 
than nine months after the end of each Fiscal Year of the District. commencing with the Fiscal Year 
ending June 30. 2018. Such date and each anniversary thereof is the Annual Filing Date. The Annual 
Report must be submitted in electronic format. accompanied by such identifying information as is 
prescribed by the MSRB. The Annual Report may be submitted as a single document or as separate 
documents comprising a package. and may cross-reference other information as provided in Section 3 of 
this Disclosure Agreement. 

(b) If on the fifteenth (15th) day prior to the Annual Filing Date. the Disclosure 
Dissemination Agent has not received a copy of the Annual Report and Certification. the Disclosure 
Dissemination Agent shall contact the Disclosure Representative by telephone and in writing (which may 
be by e-mail) to remind the District of its undertaking to provide the Annual Report pursuant to Section 
2(a). Upon such reminder. the Disclosure Representative shall either (i) provide the Disclosure 
Dissemination Agent with an electronic copy of the Annual Report and the Certification) no later than the 
Annual Filing Date. or (ii) instruct the Disclosure Dissemination Agent in writing that the District will not 
be able to file the Annual Report within the time required under this Disclosure Agreement. state the date 
by which the Annual Report for such year will be provided and instruct the Disclosure Dissemination 
Agent that a Failure to File Event has occurred and to immediately send a notice to the MSRB in 
substantially the form attached as Exhibit B. accompanied by a cover sheet completed by the Disclosure 
Dissemination Agent in the form set forth in Exhibit C-1. 

(c) If the Disclosure Dissemination Agent has not received an Annual Report and 
Certification by 3:00 p.m. Pacific time on Annual Filing Date (or. if such Annual Filing Date falls on a 
Saturday. Sunday or holiday. then the first business day thereafter) for the Annual Report. a Failure to 
File Event shall have occurred and the District irrevocably directs the Disclosure Dissemination Agent to 
immediately send a notice to the MSRB in substantially the form attached as Exhibit B without reference 
to the anticipated filing date for the Annual Report. accompanied by a cover sheet completed by the 
Disclosure Dissemination Agent in the form set forth in Exhibit C-1. 

(d) If Audited Financial Statements of the District are prepared but not available prior to the 
Annual Filing Date. the District shall. when the Audited Financial Statements are available. provide in a 
timely manner an electronic copy to the Disclosure Dissemination Agent. accompanied by a Certification. 
together with a copy for the Trustee. for filing with the MSRB. 

(e) The Disclosure Dissemination Agent shall: 

(i) verify the filing specifications of the MSRB each year prior to the Annual Filing Date; 
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(ii) upon receipt, promptly file each Annual Report received under Sections 2(a) and 2(b) with the 
MSRB; 

(iii) upon receipt, promptly file each Audited Financial Statement received under Section 2( d) with 
theMSRB; 

(iv) upon receipt, promptly file the text of each Notice Event received under Sections 
4(a) and 4(b)(ii) with the MSRB, identifying the Notice Event as instructed by 
the District pursuant to Section 4(a) or 4(b)(ii) (being any of the categories set 
forth below) when filing pursuant to Section 4( c) of this Disclosure Agreement: 

I. "Principal and interest payment delinquencies;" 

2. "Non-Payment related defaults, if material;" 

3. "Unscheduled draws on debt service reserves reflecting financial 
difficulties;" 

4. "Unscheduled draws on credit enhancements reflecting financial 
difficulties;" 

5. "Substitution of credit or liquidity providers, or their failure to perform;" 

6. "Adverse tax opinions, Internal Revenue Service notices or events 
affecting the tax status of the security;" 

7. "Modifications to rights of securities holders, if material;" 

8. "Certificate calls, if material;" 

9. "Defeasances;" 

10. "Release, substitution, or sale of property securmg repayment of the 
securities, if material;'' 

11. "Rating changes;" 

12. "Tender offers;" 

13. "Bankruptcy, insolvency, receivership or similar event of the obligated 
person;'' 

14. "Merger, consolidation, or acquisition of the obligated person, if 
material;" and 

15. "Appointment of a successor or additional trustee, or the change of name 
of a trustee, if material;" 

(v) upon receipt (or irrevocable direction pursuant to Section 2(c) of this Disclosure 
Agreement, as applicable), promptly file a completed copy of Exhibit B to this 
Disclosure Agreement with the MSRB, identifying the filing as "Failure to 
provide annual financial information as required" when filing pursuant to Section 
2(b)(ii) or Section 2(c) of this Disclosure Agreement; 
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(vi) upon receipt, promptly file the text of each Voluntary Event Disclosure received 
under Section 7(a) with the MSRB, identifying the Voluntary Event Disclosure 
as instructed by the District pursuant to Section 7(a) (being any of the categories 
set forth below) when filing pursuant to Section 7(a) of this Disclosure 
Agreement: 

I. "amendment to continuing disclosure undertaking;" 

2. "change in obligated person;" 

3. "notice to investors pursuant to bond documents;" 

4. "certain communications from the Internal Revenue Service;" 

5. "secondary market purchases;" 

6. "bid for auction rate or other securities;" 

7. "capital or other financing plan;" 

8. "litigation/enforcement action;" 

9. "derivative or other similar transaction;" and 

10. "other event-based disclosures." 

(vii) upon receipt, promptly file the text of each Voluntary Financial Disclosure 
received under Section 7(b) wifh the MSRB, identifying the Voluntary Financial 
Disclosure as instructed by the District pursuant to Section 7(b) (which may be 
any of the categories set forth below or any other category identified by fhe 
District) when filing pursuant to Section 7(b) of fhis Disclosure Agreement: 

I. "change in Fiscal Year/timing of annual disclosure;" 

2. "change in accounting standard." 

(viii) provide the District evidence of fhe filings of each of the above when made. 

(f) The District may adjust the Annual Filing Date upon change of its Fiscal Year by 
providing written notice of such change and the new Annual Filing Date to the Disclosure Dissemination 
Agent, Trustee (if any) and the MSRB, provided that the period between the existing Annual Filing Date 
and new Annual Filing Date shall not exceed one year. 

(g) Any Information received by the Disclosure Dissemination Agent before 3:00 p.m. 
Pacific time on any business day that it is required to file with the MSRB pursuant to fhe terms of this 
Disclosure Agreement and fhat is accompanied by a Certification and all other information required by 
fhe terms of this Disclosure Agreement will be filed by the Disclosure Dissemination Agent with the 
MSRB no later than 8 :59 p.m. Pacific time on the same business day; provided, however, the Disclosure 
Dissemination Agent shall have no liability for any delay in filing wifh the MSRB if such delay is caused 
by a Force Majeure Event provided that the Disclosure Dissemination Agent uses reasonable efforts to 
make any such filing as soon as possible. 
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SECTION 3. Content of Annual Reports. Each Annual Report shall contain the following 
Annual Financial Information with respect to fhe District. 

(a) Financial Statements. The audited financial statements of the District for the prior Fiscal 
Year. if any have been prepared and which. if prepared. shall be prepared in accordance with generally 
accepted accounting principles as promulgated to apply to governmental entities from time to time by the 
Governmental Accounting Standards Board; provided. however. that the District may. from time to time. 
if required by federal or state legal requirements. modify the basis upon which its financial statements are 
prepared. In the event that fhe District shall modify the basis upon which its financial statements are 
prepared. fhe District shall provide the information referenced in Section 8 of this Disclosure Agreement 
regarding such modification. If the District is preparing audited financial statements and such audited 
financial statements are not available by the time the Annual Report is required to be filed pursuant to 
Section 3(a). fhe Annual Report shall contain unaudited financial statements. and the audited financial 
statements shall be filed in fhe same manner as fhe Annual Report when they become available. 

(b) Financial and Operating Data. The Annual Report shall contain or incorporate by 
reference the following: 

(i) fhe principal amount of the Bonds outstanding as of the September 2 preceding the filing 
of the Annual Report; 

(ii) the balance in each fund under the Indenture and the Reserve Requirement as of the 
September 2 preceding the filing of the Annual Report; 

(iii) any changes to the Rate and Method of Apportionment of the Special Taxes approved or 
submitted to the qualified electors of Improvement Area No. I for approval prior to fhe filing of the 
Annual Report; 

(iv) an update of the estimated assessed value-to-lien ratio for Improvement Area No. I 
substantially in the form of Table I. Table 2. and Table 3 in the Official Statement based upon the most 
recent Special Tax levy preceding the date of fhe Annual Report and on the assessed values of property 
subject to the Special Tax levy for the current Fiscal Year; 

(v) fhe status of any foreclosure actions being pursued by fhe District in Improvement Area 
No. I with respect to delinquent Special Taxes; 

(vi) a description of the collection and delinquency rate of Special Taxes in Improvement 
Area No. I for fhe Fiscal Year then ended; 

(vii) a description of the number and amount of any prepayments of Special Taxes fhat were 
received by the District since the date of the most recent Official Statement or Annual Report. whichever 
is more current. and the total number of Assessor's Parcels of Taxable Property for fhe next succeeding 
Fiscal Year. 

(viii) any information not already included under (i) through (vi) above that fhe District is 
required to file in its annual report pursuant to fhe provisions of the Mello-Roos Community Facilities 
Act of 1982, as amended, wifh the California Debt and Investment Advisory Commission. 

Any or all of the items listed above may be included by specific reference to other documents, 
including official statements of debt issues of the District or related public entities, which have been 
submitted to EMMA or the Securities and Exchange Commission. If the document included by reference 
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is a final official statement, it must be available from the MSRB through EMMA. The District shall 
clearly identify each such other document so included by reference. 

Any Annual Financial Information containing modified operating data or financial information is 
required to explain, in narrative form, the reasons for the modification and the impact of the change in the 
type of operating data or financial information being provided. 

SECTION 4. Reporting of Notice Events. 

(a) The occurrence of any of the following events with respect to the Bonds constitutes a 
Notice Event: 

I. Principal and interest payment delinquencies; 

2. Non-payment related defaults, if material; 

3. Unscheduled draws on debt service reserves reflecting financial difficulties; 

4. Unscheduled draws on credit enhancements relating to the Bonds reflecting financial 
difficulties; 

5. Substitution of credit or liquidity providers, or fheir failure to perform; 

6. Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final 
determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other 
material notices or determinations with respect to fhe tax status of fhe Bonds, or ofher 
material events affecting the tax status of fhe Bonds; 

7. Modifications to rights of Certificate holders, if material; 

8. Certificate calls, if material, and tender offers; 

9. Defeasances; 

I 0. Release, substitution, or sale of property securing repayment of the Bonds, if material; 

11. Rating changes; 

12. Bankruptcy, insolvency, receivership or similar event of the Obligated Person; 

Note to subsection (a)(12) of this Section 4: For fhe purposes of fhe event described in 
subsection (a)(l2) of this Section 4, the event is considered to occur when any of the following occur: the 
appointment of a receiver, fiscal agent or similar officer for an Obligated Person in a proceeding under fhe 
U.S. Bankruptcy Code or in any other proceeding under state or federal law in which a court or 
governmental authority has assnmed jurisdiction over substantially all of the assets or business of the 
Obligated Person, or if such jurisdiction has been assumed by leaving the existing governing body and 
officials or officers in possession but subject to the supervision and orders of a court or governmental 
authority, or the entry of an order confirming a plan of reorganization, arrangement or liquidation by a 
court or governmental authority having supervision or jurisdiction over substantially all of the assets or 
business of fhe Obligated Person. 
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13. The consummation of a merger. consolidation. or acquisition involving an Obligated 
Person or fhe sale of all or substantially all of the assets of fhe Obligated Person. other 
fhan in the ordinary course of business. the entry into a definitive agreement to undertake 
such an action or the termination of a definitive agreement relating to any such actions. 
other than pursuant to its terms. if material; and 

14. Appointment of a successor or additional trustee or fhe change of name of a trustee. if 
material. 

The District shall. in a timely manner not in excess of ten business days after its occurrence. 
notify the Disclosure Dissemination Agent in writing of the occurrence of a Notice Event. Such notice 
shall instruct fhe Disclosure Dissemination Agent to report fhe occurrence pursuant to subsection (c) and 
shall be accompanied by a Certification. Such notice or Certification shall identify the Notice Event that 
has occurred (which shall be any of the categories set forfh in Section 2(e)(iv) of this Disclosure 
Agreement). include the text of the disclosure that fhe District desires to make. contain the written 
authorization of the District for the Disclosure Dissemination Agent to disseminate such information. and 
identify the date the District desires for the Disclosure Dissemination Agent to disseminate fhe 
information (provided fhat such date is not later than fhe tenth business day after the occurrence of the 
Notice Event). 

(b) The Disclosure Dissemination Agent shall. in a timely manner not in excess of five 
business days after its occurrence. notify the District or the Disclosure Representative of an event that 
may constitute a Notice Event. The Disclosure Representative will wifhin two business days of receipt of 
such notice (but in any event not later fhan the tenth business day after the occurrence of the Notice 
Event. if the District determines that a Notice Event has occurred). instruct the Disclosure Dissemination 
Agent fhat (i) a Notice Event has not occurred and no filing is to be made or (ii) a Notice Event has 
occurred and the Disclosure Dissemination Agent is to report the occurrence pursuant to subsection (c) of 
fhis Section 4. together with a Certification. Such Certification shall identify the Notice Event that has 
occurred (which shall be any of fhe categories set forfh in Section 2(e)(iv) of fhis Disclosure Agreement). 
include fhe text of the disclosure that the District desires to make. contain the written authorization of fhe 
District for the Disclosure Dissemination Agent to disseminate such information. and identify the date fhe 
District desires for the Disclosure Dissemination Agent to disseminate the information (provided that 
such date is not later than the tenth business day after the occurrence of the Notice Event). 

( c) If fhe Disclosure Dissemination Agent has been instructed by the District as prescribed in 
subsection (a) or (b)(ii) of this Section 4 to report fhe occurrence of a Notice Event. fhe Disclosure 
Dissemination Agent shall promptly file a notice of such occurrence with the MSRB in accordance with 
Section 2(e)(iv) hereof. This notice will be filed wifh a cover sheet completed by the Disclosure 
Dissemination Agent in the form set forth in Exhibit C-1. 

SECTION 5. CUSIP Numbers. Whenever providing information to the Disclosure 
Dissemination Agent. including but not limited to Annual Reports. documents incorporated by reference 
to fhe Annual Reports. Audited Financial Statements. Notice Event notices. Failure to File Event notices. 
Voluntary Event Disclosures and Voluntary Financial Disclosures. fhe District shall indicate fhe full name 
of the Bonds and the 9-digit CUSIP numbers for fhe Bonds as to which the provided information relates. 

SECTION 6. Additional Disclosure Obligations. The District acknowledges and understands 
fhat other state and federal laws. including but not limited to the Securities Act of 1933 and Rule !Ob-5 
promulgated under the Securities Exchange Act of 1934. may apply to the District. and that the duties and 
responsibilities of the Disclosure Dissemination Agent under this Disclosure Agreement do not extend to 
providing legal advice regarding such laws. The District acknowledges and understands that fhe duties of 
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the Disclosure Dissemination Agent relate exclusively to execution of the mechanical tasks of 
disseminating information as described in this Disclosure Agreement. 

SECTION 7. Voluntary Filing. 

(a) The District may instruct the Disclosure Dissemination Agent to file a Voluntary Event 
Disclosure with the MSRB from time to time pursuant to a Certification of the Disclosure Representative. 
Such Certification shall identify the Voluntary Event Disclosure (which shall be any of the categories set 
forth in Section 2( e)(vi) of this Disclosure Agreement). include the text of the disclosure that the District 
desires to make. contain the written authorization of the District for the Disclosure Dissemination Agent 
to disseminate such information. and identify the date the District desires for the Disclosure 
Dissemination Agent to disseminate the information. If the Disclosure Dissemination Agent has been 
instructed by the District as prescribed in this Section 7(a) to file a Voluntary Event Disclosure. the 
Disclosure Dissemination Agent shall promptly file such Voluntary Event Disclosure with the MSRB in 
accordance with Section 2(e)(vi) hereof. This notice will be filed with a cover sheet completed by the 
Disclosure Dissemination Agent in the form set forth in Exhibit C-2. 

(b) The District may instruct the Disclosure Dissemination Agent to file a Voluntary 
Financial Disclosure with the MSRB from time to time pursuant to a Certification of the Disclosure 
Representative. Such Certification shall identify the Voluntary Financial Disclosure (which shall be any 
of the categories set forth in Section 2(e)(vii) of this Disclosure Agreement). include the text of the 
disclosure that the District desires to make. contain the written authorization of the District for the 
Disclosure Dissemination Agent to disseminate such information. and identify the date the District desires 
for the Disclosure Dissemination Agent to disseminate the information. If the Disclosure Dissemination 
Agent has been instructed by the District as prescribed in this Section 7(b) to file a Voluntary Financial 
Disclosure. the Disclosure Dissemination Agent shall promptly file such Voluntary Financial Disclosure 
with the MSRB in accordance with Section 2(e)(vii) hereof. This notice will be filed with a cover sheet 
completed by the Disclosure Dissemination Agent in the form set forth in Exhibit C-3. 

(c) The parties hereto acknowledge that the District is not obligated pursuant to the terms of 
this Disclosure Agreement to file any Voluntary Event Disclosure pursuant to Section 7(a) hereof or any 
Voluntary Financial Disclosure pursuant to Section 7(b) hereof. 

(d) Nothing in this Disclosure Agreement shall be deemed to prevent the District from 
disseminating any other information through the Disclosure Dissemination Agent using the means of 
dissemination set forth in this Disclosure Agreement or including any other information in any Annual 
Report. Audited Financial Statements. Notice Event notice. Failure to File Event notice. Voluntary Event 
Disclosure or Voluntary Financial Disclosure. in addition to that required by this Disclosure Agreement. 
If the District chooses to include any information in any Annual Report. Audited Financial Statements. 
Notice Event notice. Failure to File Event notice. Voluntary Event Disclosure or Voluntary Financial 
Disclosure in addition to that which is specifically required by this Disclosure Agreement. the District 
shall have no obligation under this Disclosure Agreement to update such information or include it in any 
future Annual Report. Audited Financial Statements. Notice Event notice. Failure to File Event notice. 
Voluntary Eveut Disclosure or Voluntary Financial Disclosure. 

SECTION 8. Termination of Reporting Obligation. The obligations of the District and the 
Disclosure Dissemination Agent under this Disclosure Agreement shall terminate with respect to the 
Bonds upon the legal defeasance. prior redemption or payment in full of all of the Bonds. when the 
District is no longer an obligated person with respect to the Bonds. or upon delivery by the Disclosure 
Representative to the Disclosure Dissemination Agent of an opinion of nationally recognized bond 
counsel to the effect that continuing disclosure is no longer required. 
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SECTION 9. Disclosure Dissemination Agent. The District has appointed Willdan Financial 
Services as exclusive Disclosure Dissemination Agent under this Disclosure Agreement. The District 
may. upon thirty days written notice to the Disclosure Dissemination Agent and the Trustee. replace or 
appoint a successor Disclosure Dissemination Agent. Upon termination of Willdan's services as 
Disclosure Dissemination Agent. whether by notice of the District or Willdan. the District agrees to 
appoint a successor Disclosure Dissemination Agent or. alternately. agrees to assume all responsibilities 
of Disclosure Dissemination Agent under this Disclosure Agreement for the benefit of the Holders of the 
Bonds. 

SECTION 10. Remedies in Event of Default. In the event of a failure of the District or the 
Disclosure Dissemination Agent to comply with any provision of this Disclosure Agreement. the Holders' 
rights to enforce the provisions of this Agreement shall be limited solely to a right. by action in 
mandamus or for specific performance. to compel performance of the parties' obligation under this 
Disclosure Agreement. Any failure by a party to perform in accordance with this Disclosure Agreement 
shall not constitute a default on the Bonds or under any other document relating to the Bonds, and all 
rights and remedies shall be limited to those expressly stated herein. Nothing in this Disclosure 
Agreement is intended to limit the rights and remedies provided under the Agreement with Willdan 
Financial Services for As-Needed Special Tax Consultant Services, Contract # 556742 or successor 
contract. 

SECTION 11. Duties, Immunities and Liabilities of Disclosure Dissemination Agent. 

(a) The Disclosure Dissemination Agent shall have only such duties as are specifically set 
forth in this Disclosure Agreement. The Disclosure Dissemination Agent's obligation to deliver the 
information at the times and with the contents described herein shall be limited to the extent the District 
has provided such information to the Disclosure Dissemination Agent as required by this Disclosure 
Agreement. The Disclosure Dissemination Agent shall have no duty with respect to the content of any 
disclosures or notice made pursuant to the terms hereof. The Disclosure Dissemination Agent shall have 
no duty or obligation to review or verify any Information or any other information, disclosures or notices 
provided to it by the District and shall not be deemed to be acting in any fiduciary capacity for the 
District, the Holders of the Bonds or any other party. The Disclosure Dissemination Agent shall have no 
responsibility for the District's failure to report to the Disclosure Dissemination Agent a Notice Event or a 
duty to determine the materiality thereof. The Disclosure Dissemination Agent shall have no duty to 
determine, or liability for failing to determine, whether the District has complied with this Disclosure 
Agreement. The Disclosure Dissemination Agent may conclusively rely upon Certifications of the 
District at all times. Nothing in this Disclosure Agreement is intended to limit the rights and remedies 
provided under the Agreement with Willdan Financial Services for As-Needed Special Tax Consultant 
Services, Contract# 556742 or successor contract. 

The obligations of the District under this Section shall survive resignation or removal of the 
Disclosure Dissemination Agent and defeasance, redemption or payment of the Bonds. 

(b) All documents, reports, notices, statements, information and other materials provided to 
the MSRB under this Disclosure Agreement shall be provided in an electronic format and accompanied 
by identifying information as prescribed by the MSRB. 

SECTION 12. Amendment; Waiver. Notwithstanding any other provision of this Disclosure 
Agreement, the District and the Disclosure Dissemination Agent may amend this Disclosure Agreement 
and any provision of this Disclosure Agreement may be waived, if such amendment or waiver is 
supported by an opinion of counsel expert in federal securities laws acceptable to both the District and the 
Disclosure Dissemination Agent to the effect that such amendment or waiver does not materially impair 
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the interests of Holders of the Bonds and would not, in and of itself, cause the undertakings herein to 
violate the Rule if such amendment or waiver had been effective on the date hereof but taking into 
account any subsequent change in or official interpretation of the Rule; provided neither the District or the 
Disclosure Dissemination Agent shall be obligated to agree to any amendment modifying their respective 
duties or obligations without their consent thereto. 

Notwithstanding the preceding paragraph, the Disclosure Dissemination Agent shall have the 
right to adopt amendments to this Disclosure Agreement necessary to comply with modifications to and 
interpretations of the provisions of the Rule as announced by the Securities and Exchange Commission 
from time to time by giving not less than 20 days written notice of the intent to do so together with a copy 
of the proposed amendment to the District. No such amendment shall become effective if the District 
shall, within 10 days following the giving of such notice, send a notice to the Disclosure Dissemination 
Agent in writing that it objects to such amendment. 

SECTION 13. Beneficiaries. This Disclosure Agreement shall inure solely to the benefit of the 
District, the Trustee of the Bonds, the Disclosure Dissemination Agent, the underwriter, and the Holders 
from time to time of the Bonds, and shall create no rights in any other person or entity. 

SECTION 14. Governing Law. This Disclosure Agreement shall be governed by the laws of the 
State of California (other than with respect to conflicts of laws). 

SECTION 15. Counterparts. This Disclosure 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 
instrument. 

The Disclosure Dissemination Agent and the District have caused this Disclosure Agreement to 
be executed, on the date first written above, by their respective officers duly authorized. 

COMMUNITY FACILITIES DISTRICT NO. 2008-1 
(HARMONY GROVE VILLAGE), COUNTY OF SAN 
DIEGO, STATE OF CALIFORNIA 

By: __________ _ 
Disclosure Representative 

WILLDAN FINANCIAL SERVICES, as Disclosure 
Dissemination Agent 

By:-----------
Authorized Representative 
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Name of Issue: 

Obligated Person(s): 

Date of Issuance: 

Date of Official Statement: 

CUSIP Numbers: 
79743AAAI 
79743AAB9 
79743AAC7 
79743AAD5 
79743AAE3 
79743AAF0 
79743AAG8 
79743AAH6 
79743AAJ2 
79743AAK9 
79743AAL7 
79743AAM5 
79743AAN3 
79743AAP8 
79743AAQ6 
79743AAR4 
79743AAS2 
79743AAT0 
79743AAU7 
79743AAV5 
79743AAW3 
79743AAXI 

EXHIBIT A 

NAME AND CUSIP NUMBERS OF BONDS 

The Community Facilities District No. 2008-01 (Harmony Grove 
Village) of the County of San Diego. Improvement Area No. I Special 
Tax Bonds. Series 2018A 

Community Facilities District No. 2008-1 (Harmony Grove Village). 
County of San Diego. State of California 

February 7. 2018 

January 18. 2018 
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EXHIBITB 

NOTICE TO MSRB OF FAILURE TO FILE ANNUAL REPORT 

Obligor: 

Name of Issue: 

Date of Issuance: 

Community Facilities District No. 2008-1 (Harmony Grove Village). 
County of San Diego. State of California (the "District") 

The Community Facilities District No. 2008-01 (Harmony Grove 
Village) of the County of San Diego. Improvement Area No. I Special 
Tax Bonds. Series 2018A 

February 7. 2018 

NOTICE IS HEREBY GIVEN fhat fhe District has not provided an Annual Report with respect 
to fhe above-named Bonds as required by the Disclosure Agreement. dated as of February I. 2018. 
between the District and Willdan Financial Services. as Disclosure Dissemination Agent. The District has 
notified the Disclosure Dissemination Agent fhat it anticipates that fhe Annual Report will be filed by 

Dated: -------

cc: Disclosure Representative 

Willdan Financial Services. as Disclosure Dissemination 
Agent. on behalf of the District 
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EXHIBIT C-1 
EVENT NOTICE COVER SHEET 

This cover sheet and accompanying "event notice" will be sent to the MSRB, pursuant to Securities and 
Exchange Commission Rule 15c2-12(b)(5)(i)(C) and (D). 

Issuer's and/or Other Obligated Person's Name: Community Facilities District No. 2008-1 (Harmony 
Grove Village), County of San Diego, State of California 

Issuer's Six-Digit CUSIP Number: 79743A 

or Nine-Digit CUSIP Number(s) of the Bonds to which this ruaterial event notice relates: 

Number of pages of attached: __ 

__ Description of Notice Events (Check One): 

!. __ "Principal and interest payment delinquencies;" 
2. __ "Non-Payment related defaults, if ruaterial;" 
3. __ "Unscheduled draws on debt service reserves reflecting financial difficulties;" 
4. __ "Unscheduled draws on credit enhancements reflecting financial difficulties;" 
5. __ "Substitution of credit or liquidity providers, or their failure to perform;" 
6. __ "Adverse tax opinions, IRS notices or events affecting the tax status of the security;" 
7. __ "Modifications to rights of securities holders, if ruaterial;" 
8. __ "Certificate calls, if ruaterial;" 
9. "Defeasances;" 
10. "Release, substitution, or sale of property secunng repayment of the securities, if 
material;'' 
I !. __ "Rating changes;" 
12. __ "Tender offers;" 
13. __ "Bankruptcy, insolvency, receivership or similar event of the obligated person;" 
14. __ "Merger, consolidation, or acquisition of the obligated person, if ruaterial;" and 
15. __ "Appointment of a successor or additional trustee, or the change of name of a trustee, if 
material." 

__ Failure to provide annual financial inforruation as required 

I hereby represent that I am authorized by the Issuer or its agent to distribute this inforruation publicly: 

Signature: 

Name: ________________ Title: __________________ _ 

Willdan Financial Services 
27368 Via Industria, Suite 200 

Temecula, CA 92590 

Date: 
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EXHIBIT C-2 
VOLUNTARY EVENT DISCLOSURE COVER SHEET 

This cover sheet and accompanying "voluntary event disclosure" will be sent to the MSRB, pursuant to 
the Continuing Disclosure Agreement dated as of February I, 2018 between the Issuer named below and 
Willdan Financial Services. 

Issuer's and/or Other Obligated Person's Name: Community Facilities District No. 2008-1 (Harmony 
Grove Village), County of San Diego, State of California 

Issuer's Six-Digit CUSIP Number: 79743A 

or Nine-Digit CUSIP Number(s) of the Bonds to which this notice relates: 

Number of pages attached: __ 

__ Description of Voluntary Event Disclosure (Check One): 

I. "amendment to continuing disclosure undertaking;" 
2. "change in obligated person;" 
3. "notice to investors pursuant to bond documents;" 
4. "certain communications from the Internal Revenue Service;" 
5. "secondary market purchases;" 
6. "bid for auction rate or other securities;" 
7. "capital or other financing plan;" 
8. "litigation/enforcement action;" 
9. "derivative or other similar transaction;" 
10. "other event-based disclosures." 

I hereby represent that I am authorized by the issuer or its agent to distribute this information publicly: 

Signature: 

Name: ________________ Title: __________________ _ 

Willdan Financial Services 
27368 Via Industria, Suite 200 

Temecula, CA 92590 

Date: 
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EXHIBIT C-3 
VOLUNTARY FINANCIAL DISCLOSURE COVER SHEET 

This cover sheet and accompanying "voluntary financial disclosure" will be sent to the MSRB, pursuant 
to the Continuing Disclosure Agreement dated as of February I, 2018 between the Issuer and Willdan 
Financial Services. 

Issuer's and/or Other Obligated Person's Name: Community Facilities District No. 2008-1 (Harmony 
Grove Village), County of San Diego, State of California 

Issuer's Six-Digit CUSIP Number: 79743A 

or Nine-Digit CUSIP Number(s) of the Bonds to which fhis notice relates: 

Number of pages attached: __ 

__ Description of Voluntary Financial Disclosure (Check One): 

I. "change in Fiscal Year/timing of annual disclosure;" 

2. "change in accounting standard." 

I hereby represent fhat I am authorized by the Issuer or its agent to distribute this information publicly: 

Signature: 

Name: _______________ Title: _________________ _ 

Date: 

Willdan Financial Services 
27368 Via Industria, Suite 200 

Temecula, CA 92590 
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APPENDIX I 
FORM OF DEVELOPER CONTINUING DISCLOSURE AGREEMENT 

This Developer Continuing Disclosure Agreement (the "Disclosure Agreement") dated as of 
February I, 2018 is executed and delivered by Ca!Atlantic Group, Inc., a Delaware corporation (the 
"Developer"), and Willdan Financial Services, as dissemination agent (the "Dissemination Agent"), in 
connection with the execution and delivery by Community Facilities District No. 2008-1 (Harmony 
Grove Village), County of San Diego, State of California of its $15,710,000 Community Facilities 
District No. 2008-01 (Harmony Grove Village) of the County of San Diego, Improvement Area No. I 
Special Tax Bonds, Series 2018A (the "Bonds"). The Bonds are being issued pursuant to a resolution 
adopted on December 5, 2017, by the Board of Supervisors of the County of San Diego, California, acting 
as the legislative body of the District, and the Indenture dated as of February I, 2018 (fhe "Indenture") by 
and between fhe District and ZB, National Association dba Zions Bank, as trustee. The Developer 
covenants and agrees as follows: 

Section I. Definitions. Unless otherwise defined herein, the following capitalized terms 
shall have the following meanings: 

"Affiliate" shall mean any person fhat directly ( or indirectly through one or more intermediaries) 
exercises managerial control over the Developer or that is under managerial control of the Developer, and 
about whom information could be material to potential investors in their investment decision regarding 
fhe Bonds (including without limitation information relevant to the proposed development of the 
Property, or to the Developer's ability to pay the special taxes levied on the Property prior to 
delinquency). 

"Assumption Agreement" means an agreement between a Major Developer, or an Affiliate 
fhereof, and the Dissemination Agent containing terms substantially similar to fhis Disclosure Agreement, 
whereby such Major Developer or Affiliate agrees to provide Semiannual Reports and notices of 
significant events with respect to the portion of the Property owned by such Major Developer or its 
Affiliates. 

"Beneficial Owner" shall mean any person which has or shares the power, directly or indirectly, 
to make investment decisions concerning ownership of the Bonds (including persons holding Bonds 
fhrough nominees, depositories or other intermediaries). 

"County" means fhe County of San Diego, California. 

"Developer Improvements" has the meaning given in Section 3(a)(i) hereof. 

"Dissemination Agent" shall mean initially Willdan Financial Services, acting in its capacity as 
Dissemination Agent hereunder, or any successor Dissemination Agent designated in writing by the 
Developer and which has filed wifh the Developer and the District a written acceptance of such 
designation. 

"District" shall mean Community Facilities District No. 2008-1 (Harmony Grove Village), 
County of San Diego, State of California. 

"EMMA" shall mean the Electronic Municipal Market Access system of the MSRB. 

"Fiscal Year" shall mean fhe period beginning on January I of each year and ending on the next 
succeeding December 31. 
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"Government Authority" shall mean any national, state or local government, any political 
subdivision thereof, any department, agency, authority or bureau of any of the foregoing, or any other 
Person exercising executive, legislative, judicial, regulatory or administrative functions of or pertaining to 
government. 

"Improvement Area No. I" shall mean Improvement Area No. I of fhe District. 

"Listed Event" shall mean any of the events listed in Section 4(a) of fhis Disclosure Agreement. 

"Major Developer" means, as of any date, any Property Owner, including the Developer, fhat 
owns Taxable Property, together with Taxable Property owned by Affiliates of such Property Owner, that 
is subject to 20% or more of fhe Special Tax A levy for fhe then current Fiscal Year. 

"MSRB" shall mean the Municipal Securities Rulemaking Board. 

"Official Statement" shall mean the Official Statement, dated January 18, 2018, relating to fhe 
Bonds. 

"Person" shall mean any natural person, corporation, partnership, limited liability company, 
association, joint stock company, trust, unincorporated organization or a Government Authority. 

"Property" means the real property within fhe boundaries of Improvement Area No. I fhat is not 
exempt from the levy of the Special Taxes. 

"Property Owner" means any Person that owns a fee interest in any Property. 

"Report Date" means the date on which a Semiannual Report is due pursuant to Section 2(a) 
hereof. 

"Repository" shall mean fhe MSRB or any other entity designated or authorized by the Securities 
and Exchange Commission to receive reports pursuant to the Rule. Unless otherwise designated by the 
MSRB or the Securities and Exchange Commission, filings with fhe MSRB are to be made through the 
Electronic Municipal Market Access (EMMA) website of the MSRB, currently located at 
http://emma.msrb.org. 

"Rule" shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission 
under the Securities Exchange Act of 1934, as the same may be amended from time to time. 

"Semiannual Report" shall mean any report to be provided by the Developer on or prior to June 
15 and December 15 of each year, commencing June 15, 2018, pursuant to, and as described m, 
Sections 2 and 3 of this Disclosure Agreement. 

"State" shall mean the State of California. 

"Taxable Property" has the meaning given in the Rate and Method. 

"Underwriter" shall mean, collectively, fhe original underwriters of the Bonds, which are Stifel, 
Nicolaus & Company, Incorporated, and Piper Jaffray & Co. 
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Section 2. Provision of Semiannual Reports. 

(a) Until such time as the Developer's reporting requirements terminate pursuant to Section 6 
of this Disclosure Agreement, the Developer shall, or upon receipt of the Semiannual Report from the 
Developer the Dissemination Agent shall, not later than June 15 and December 15 of each year, 
commencing June 15, 2018, provide to the Repository a Semiannual Report which is consistent with fhe 
requirements of Section 3 of this Disclosure Agreement. If, in any year, June 15 or December 15 falls on 
a Saturday, Sunday or a holiday, such deadline shall be extended to the next following day that is not a 
Saturday, Sunday, or holiday. The Semiannual Report may be submitted as a single document or as 
separate documents comprising a package, and may include by reference other information as provided in 
Section 3 of this Disclosure Agreement. 

(b) Not later than fifteen (15) calendar days prior to fhe date specified in subsection (a) for 
providing fhe Semiannual Report to the Repository, the Developer (i) shall provide the Semiannual 
Report to the Dissemination Agent or (ii) shall provide notification to the Dissemination Agent that the 
Developer is preparing, or causing to be prepared, the Semiannual Report and the date which the 
Semiannual Report is expected to be filed. If by such date, fhe Dissemination Agent has not received a 
copy of fhe Semiannual Report or notification as described in the preceding sentence, the Dissemination 
Agent shall notify the Developer of such failure to receive fhe report. 

(c) If the Dissemination Agent is unable to provide a Semiannual Report to the Repository 
by the applicable June 15th or December 15fh or to verify that a Semiannual Report has been provided to 
the Repository by the Developer by the applicable June 15fh or December 15th, the Dissemination Agent 
shall send, in a timely manner, a notice to the Repository in the form required by the Repository. 

(d) The Dissemination Agent shall: 

(i) determine each year prior to the date for providing the Semiannual Report the 
name and address of fhe Repository; and 

(ii) promptly after receipt of the Semiannual Report file a report with the Developer 
and the District certifying that fhe Semiannual Report has been provided pursuant to fhis 
Disclosure Agreement, stating the date it was provided to fhe Repository. 

(e) Notwithstanding any other provision of this Disclosure Agreement, any of the required 
filings hereunder shall be made in accordance with fhe MSRB's EMMA system 

Section 3. Content of Semiannual Reports. 

(a) The Developer's Semiannual Report shall contain or include by reference the information 
which is updated through a date which shall not be more than 60 days prior to the date of the filing of the 
Semiannual Report relating to the following: 

(i) An update (if any) to the information relating to the Developer and its Affiliates 
under fhe caption in fhe Official Statement entitled "THE DEVELOPMENT AND THE 
DEVELOPER" (except that no updates are required on the disclosure for the Developer's 
development experience), and Table 7, "Expected Cost and Percentage Completion of Facilities." 
Such updates shall include, but not be limited to, the estimated remaining cost expected to be 
borne by the Developer and its Affiliates to complete any of fhe public improvements in 
Improvement Area No. I and status of construction for property currently owned by the 
Developer or an Affiliate (collectively, the "Developer Improvements"). 
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(ii) A description of any sales of portions of the Developer's Property that is Taxable 
Property during the six month period ending on the last day of the second month preceding the 
month in which the Report Date occurs, including the identification of each buyer and the number 
of acres or lots sold. 

(iii) An update of the number of building permits issued on parcels owned by fhe 
Developer during the six month period ending on the last day of the second month preceding the 
month in which the Report Date occurs. 

(iv) The number of single family residences on fhe Developer's Property conveyed to 
individual buyers during the six month period ending on the last day of the second month 
preceding the month in which the Report Date occurs. 

(v) An update of the status of any previously reported Listed Event described in Section 4 
hereof. 

(b) Any and all of the items listed above may be included by specific reference to other 
documents, including official statements of debt issues which have been submitted to the Repository or 
fhe Securities and Exchange Commission. If the document included by reference is a final official 
statement, it must be available from the MSRB. The Developer shall clearly identify each such other 
document so included by reference. 

Section 4. Reporting of Significant Events. 

(a) Pursuant to the provisions of this Section 4, the Developer shall give, or cause to be 
given, notice of the occurrence of any of the following Listed Events with respect to fhe Bonds, if 
material under clauses (b) and (c) as soon as practicable after the Developer obtains knowledge of any of 
fhe following events: 

I. Failure to pay any real property taxes, special taxes or assessments levied within 
Improvement Area No. 1 on a parcel owned by the Developer or any Affiliate; 

2. Material default by the Developer or any Affiliate on any loan with respect to the 
construction or permanent financing of the Developer Improvements to which the Developer or 
any Affiliate has been provided a notice of default; 

3. Material default by the Developer or any Affiliate on any loan secured by 
property within Improvement Area No. 1 owned by the Developer or any Affiliate to which the 
Developer or any Affiliate has been provided a notice of default; 

4. Payment default by the Developer or any Affiliate on any loan of fhe Developer 
or any Affiliate (whether or not such loan is secured by property within Improvement Area No. 1) 
which is beyond any applicable cure period in such loan and, in fhe reasonable judgment of the 
Developer, such payment default will adversely affect the completion of fhe development of 
parcels within Improvement Area No. 1, or would materially adversely affect the financial 
condition of the Developer or its Affiliates or fheir respective ability to complete infrastructure 
development within Improvement Area No. l; 

5. The filing of any proceedings with respect to fhe Developer in which the 
Developer may be adjudicated as bankrupt or discharged from any or all of its debts or 
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obligations or granted an extension of time to pay debts or a reorganization or readjustment of its 
debts; 

6. The filing of any proceedings with respect to an Affiliate in which the Affiliate 
may be adjudicated as bankrupt or discharged from any or all of its debts or obligations or 
granted an extension of time to pay its debts or a reorganization or readjustment of its debts. if 
such adjudication will adversely affect the completion of the development of parcels within 
Improvement Area No. 1. or would materially adversely affect the financial condition of fhe 
Developer or its Affiliates and their respective ability to complete infrastructure development 
wifhin Improvement Area No. l; 

7. The filing of any lawsuit against fhe Developer or any of its Affiliates (for which 
the Developer has notice. as through receipt of service of process) which. in the reasonable 
judgment of the Developer. could adversely affect the completion of the development of parcels 
within Improvement Area No. 1. or litigation which if decided against the Developer. or any of its 
Affiliates. in the reasonable judgment of fhe Developer. could materially adversely affect the 
financial condition of the Developer or its Affiliates and their respective ability to complete 
infrastructure development within Improvement Area No. l; 

8. Damage or destruction of any parcel owned by fhe Developer or any Affiliate 
within Improvement Area No. 1 that is likely to have a material adverse effect on the ability of 
the Developer or any Affiliate to complete the development within Improvement Area No. l; and 

9. A sale or transfer of all or substantially all of the Developer's assets or, except as 
disclosed in the Official Statement, a sale of a majority of fhe membership interests, partnership 
interests, or outstanding stock (as applicable) of the Developer (it being understood that such 
majority sale is not meant to include an aggregation of routine, unrelated market trades). 

(b) Whenever the Developer obtains knowledge of the occurrence of a Listed Event, the 
Developer shall as soon as possible determine if such event would be material under applicable federal 
securities laws. The Dissemination Agent shall have no responsibility to determine the materiality of any 
of the Listed Events. 

(c) If the Developer determines that knowledge of the occurrence of a Listed Event would be 
material under applicable federal securities laws, fhe Developer shall promptly (i) file a notice of such 
occurrence with the Dissemination Agent which shall fhen distribute such notice to the Repository, with a 
copy to the District, or (ii) file a notice of such occurrence with the Repository, with a copy to the 
Dissemination Agent and the District. 

Section 5. Assumption of Obligations. If a portion of the Property owned by fhe Developer, or 
any Affiliate of the Developer, is conveyed to a Person ( other than a Person that is an Affiliate of fhe 
Developer) that, upon such conveyance, will be a Major Developer, the obligations of the Developer 
hereunder with respect to the Property owned by such Major Developer and its Affiliates shall be 
assumed by such Major Developer or by an Affiliate fhereof. In order to effect such assumption, such 
Major Developer or Affiliate shall enter into an Assumption Agreement. 

Section 6. Termination of Reporting Obligation. The Developer's obligations under this 
Disclosure Agreement shall terminate upon the earlier to occur of fhe following events: 

(a) the legal defeasance, prior redemption or payment in full of all of the Bonds, or 
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(b) the date on which the Developer and its Affiliates collectively own property within 
Improvement Area No. I that is responsible for less than twenty percent (20%) of the Special Tax A 
levied in the Fiscal Year. 

If such termination occurs prior to the final maturity of the Bonds. the Developer shall give notice 
of such termination in the same manner as for a Listed Event hereunder. 

Section 7. Dissemination Agent. The Developer may from time to time. appoint or engage 
a Dissemination Agent to assist it in carrying out its obligations under this Disclosure Agreement. and 
may discharge any such Dissemination Agent. with or without appointing a successor Dissemination 
Agent. If the Dissemination Agent is not the Developer. the Dissemination Agent shall not be responsible 
in any manner for the form or content of any notice or report prepared by the Developer pursuant to this 
Disclosure Agreement. The Dissemination Agent may resign by providing (i) thirty days written notice 
to the Developer and the Dissemination Agent and (ii) upon appointment of a new Dissemination Agent 
hereunder. 

Section 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure 
Agreement. the Developer may amend this Disclosure Agreement. and any provision of this Disclosure 
Agreement may be waived. provided that the following conditions are satisfied: 

(a) If the amendment or waiver relates to the provisions of Sections 2(a). 3 or 4. it may only 
be made in connection with a change in circumstances that arises from a change in legal requirements or a 
change in law; 

(b) The amendment or waiver either (i) is approved by the owners of the Bonds in the same 
manner as provided in the Resolution with the consent of owners of the Bonds. or (ii) does not. in the 
opinion of nationally recognized bond counsel addressed to the District and the Dissemination Agent. 
materially impair the interests of the owners or Beneficial Owners of the Bonds; and 

(c) The Developer. or the Dissemination Agent. shall have delivered copies of the 
amendment and any opinions delivered under (b) above to the District and the Trustee. 

In the event of any amendment or waiver of a provision of this Disclosure Agreement. the 
Developer shall describe such amendment in the next Semiannual Report. and shall include. as applicable. 
a narrative explanation of the reason for the amendment or waiver. 

Section 9. Additional Information. Nothing in this Disclosure Agreement shall be deemed 
to prevent the Developer from disseminating any other information. using the means of dissemination set 
forth in this Disclosure Agreement or any other means of communication. or including any other 
information in any Semiannual Report or notice of occurrence of a Listed Event. in addition to that which 
is required by this Disclosure Agreement. If the Developer chooses to include any information in any 
Semiannual Report or notice of occurrence of a Listed Event in addition to that which is specifically 
required by this Disclosure Agreement. the Developer shall have no obligation under this Disclosure 
Agreement to update such information or include it in any future Semiannual Report or notice of 
occurrence of a Listed Event. 

The Developer acknowledges and understands that other state and federal laws. including but not 
limited to the Securities Act of 1933 and Rule !Ob-5 promulgated under the Securities Exchange Act of 
1934. may apply to the Developer. and that under some circumstances compliance with this Disclosure 
Agreement. without additional disclosures or other action. may not fully discharge all duties and 
obligations of the Developer under such laws. 
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Section 10. Default. In the event of a failure of fhe Developer or the Dissemination Agent to 
comply with any provision of this Disclosure Agreement. the Underwriter or any owner or Beneficial 
Owner of the Bonds may. take such actions as may be necessary and appropriate. including seeking 
mandate or specific performance by court order. to cause the Developer or the Dissemination Agent to 
comply with its obligations under this Disclosure Agreement. Notwithstanding the foregoing sentence. 
fhe sole remedy under this Disclosure Agreement in the event of any failure of the Developer or the 
Dissemination Agent to comply wifh this Disclosure Agreement shall be an action to compel 
performance. 

Section 11. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination 
Agent shall not be deemed to be acting in any fiduciary capacity for the Developer, the Underwriter, 
owners of the Bonds or Beneficial Owners or any other party. The Dissemination Agent may rely and 
shall be protected in acting or refraining from acting upon a direction from the Developer or an opinion of 
nationally recognized bond counsel. No person shall have any right to commence any action against fhe 
Dissemination Agent seeking any remedy other than to compel specific performance of this Disclosure 
Agreement. The Dissemination Agent may conclusively rely upon the Semiannual Report provided to it 
by fhe Developer as constituting fhe Semiannual Report required of the Developer in accordance with this 
Disclosure Agreement and shall have no duty or obligation to review such Semiannual Report. The 
Dissemination Agent shall have no duty to prepare the Semiannual Report nor shall the Dissemination 
Agent be responsible for filing any Semiannual Report not provided to it by the Developer in a timely 
manner in a form suitable for filing with the Repositories. Any company succeeding to all or 
substantially all of the Dissemination Agent's corporate trust business shall be the successor to the 
Dissemination Agent hereunder without the execution or filing of any paper or any further act. 

Section 12. Developer as Independent Contractor. In performing under fhis Disclosure 
Agreement, it is understood that fhe Developer is an independent contractor and not an agent of fhe 
District. 

Section 13. Notices. Notices should be sent in writing to the following addresses. The 
following information may be conclusively relied upon until changed in writing. 

Developer: Ca!Atlantic Homes 
16010 Camino Del Sur 
San Diego, CA 92127 
Attention: Tom Atkin, Vice President - Finance 
Phone: (858) 618-4916 

wifh a copy to: 

Ca!Atlantic Homes 
15360 Barranca Parkway 
Irvine, California 92618 
Attention: Vice President - Treasury 
Phone: (949) 789-1653 

and to: 

O'Nei!LLP 
19900 MacArthur Blvd, Suite 1050 
Irvine, California 92612 
Attention: Sandra A. Galle 
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Phone: (949) 789-0725 

Dissemination Agent: Willdan Financial Services 
27368 Via Industria, Suite 200 
Temecula, CA 92590 
Attention: 

Underwriters: 

Phone: 

Stifel, Nicolaus & Company, Incorporated 
One Montgomery Street, 35 th Floor 
San Francisco, CA 94104 
Attention: 
Phone: 

Piper Jaffray & Co. 
1100 South Coast Highway, Suite 300A 
Laguna Beach, CA 92651 
Attention: 
Phone: 

Section 14. Beneficiaries. This Disclosure Agreement shall inure solely to the benefit of the 
Developer, fhe District, fhe Dissemination Agent, the Underwriter and owners of the Bonds and 
Beneficial Owners from time to time of the Bonds, aud shall create no rights in any other person or entity. 

Section 15. California Law. The validity, interpretation and performance of this Disclosure 
Agreement shall be governed by the laws of fhe State of California. 

Section 16 Counterparts. This Disclosure 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 
instrument. 

CALATLANTIC GROUP, INC., a Delaware 
corporation, 

By:----------------
Name: __________________ _ 
Title: Operational Vice President 

WILLDAN FINANCIAL SERVICES, 
as Dissemination Agent 

By: ______________ _ 
Authorized Representative 
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