In order to ensure ongoing compliance by the County and its related entities with their continuing
disclosure undertakings, (i) the County has instituted new procedures to ensure future compliance and
coordination between the County and its related entities; and (ii) the County has contracted with a consultant to
assist the County in filing accurate, complete and timely disclosure reports on behalf of the County.

LEGAL MATTERS
Tax Matters

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Community Facilities
District (“Bond Counsel”), based upon an analysis of existing laws, regulations, rulings and court decisions,
and assuming, among other matters, the accuracy of certain representations and compliance with certain
covenants, interest on the Series 2015 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. In the further opinion of Bond Counsel, interest on the Series 2015 Bonds is not a
specific preference item for purposes of the federal individual or corporate alternative minimum taxes,
although Bond Counsel observes that such interest is included in adjusted current earnings when calculating
corporate alternative minimum taxable income. A complete copy of the proposed form of opinion of Bond
Counsel is set forth in Appendix D hereto.

To the extent the issue price of any maturity of the Series 2015 Bonds is less than the amount to be
paid at maturity of such Series 2015 Bonds (excluding amounts stated to be interest and payable at least
annually over the term of such Series 2015 Bonds), the difference constitutes “original issue discount,” the
accrual of which, to the extent properly allocable to each beneficial owner thereof, is treated as interest on the
Series 2015 Bonds which is excluded from gross income for federal income tax purposes and exempt from
State of California personal income taxes. For this purpose, the issue price of a particular maturity of the
Series 2015 Bonds is the first price at which a substantial amount of such maturity of the Series 2015 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 2015 Bonds accrues daily over the term to maturity of such Series 2015 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 2015 Bonds to determine taxable
gain or loss upon disposition (including sale, redemption, or payment on maturity) of such Series 2015 Bonds.
Beneficial owners of the Series 2015 Bonds should consult their own tax advisors with respect to the tax
consequences of ownership of Series 2015 Bonds with original issue discount, including the treatment of
beneficial owners who do not purchase such Series 2015 Bonds in the original offering to the public at the first
price at which a substantial amount of such Series 2015 Bonds is sold to the public.

Series 2015 Bonds purchased, whether at original issuance or otherwise, for an amount higher than
their principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium Bonds™) will
be treated as having amortizable bond premium. No deduction is allowable for the amortizable bond premium
in the case of obligations, like the Premium Bonds, the interest on which is excluded from gross income for
federal income tax purposes. However, the amount of tax-exempt interest received, and a beneficial owner’s
basis in a Premium Bond, will be reduced by the amount of amortizable bond premium properly allocable to
such beneficial owner. Beneficial owners of Premium Bonds should consult their own tax advisors with
respect to the proper treatment of amortizable bond premium in their particular circumstances.

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 2015 Bonds. The
Community Facilities District has made certain representations and covenanted to comply with certain
restrictions, conditions and requirements designed to ensure that interest on the Series 2015 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 2015 Bonds being included in gross income for federal income
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tax purposes, possibly from the date of original issuance of the Series 2015 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 2015 Bonds may adversely affect the value of, or the tax status of interest on, the Series
2015 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 2015 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 interest on, the Series 2015 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 2015 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 court decisions may also affect,
perhaps significantly, the market price for, or marketability of, the Series 2015 Bonds. Prospective purchasers
of the Series 2015 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 expresses 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
2015 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 Community Facilities District, or about the effect of future changes in the Code, the applicable
regulations, the interpretation thereof or the enforcement thereof by the IRS. The Community Facilities
District has covenanted, however, to comply with the requirements of the Code.

Bond Counsel’s engagement with respect to the Series 2015 Bonds ends with the issuance of the
Series 2015 Bonds, and, unless separately engaged, Bond Counsel is not obligated to defend the Community
Facilities District or the Beneficial Owners regarding the tax-exempt status of the Series 2015 Bonds in the
event of an audit examination by the IRS. Under current procedures, parties other than the Community
Facilities District and its appointed counsel, including the beneficial owners, would have little, if any, right to
participate in the audit examination process. Moreover, because achieving judicial review in connection with
an audit examination of tax-exempt bonds is difficult, obtaining an independent review of IRS positions with
which the Community Facilities District legitimately disagrees, may not be practicable. Any action of the IRS,
including but not limited to selection of the Series 2015 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 2015 Bonds, and may cause the Community Facilities District or the beneficial owners to incur
significant expense.

The proposed form of Bond Counsel’s opinion with respect to the Series 2015 Bonds is attached as
APPENDIX E.

Litigation

No litigation is pending or threatened concerning the validity of the Series 2015 Bonds, the pledge of
Special Taxes to repay the Series 2015 Bonds, the powers or authority of the Community Facilities District
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with respect to the Series 2015 Bonds, or seeking to restrain or enjoin development of the land within the
Community Facilities District and a certificate of the Community Facilities District to that effect will be
furnished to the Underwriter at the time of the original delivery of the Series 2015 Bonds.

Legal Opinion

The validity of the Series 2015 Bonds and certain other legal matters are subject to the approving
opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Community Facilities District. A
complete copy of the proposed form of Bond Counsel opinion is contained in APPENDIX E hereto. Bond
Counsel undertakes no responsibility for the accuracy, completeness or fairness of this Official Statement.
Certain legal matters will be passed upon for the County and the Community Facilities District by the County
Counsel, and for the Community Facilities District by Stradling Yocca Carlson & Rauth, a Professional
Corporation, Newport Beach, California, as Disclosure Counsel. Stradling Yocca Carlson & Rauth, a
Professional Corporation expresses no opinion to the Bondowners as to the accuracy, completeness or fairness
of this Official Statement or other offering materials relating to the Series 2015 Bonds and expressly disclaims
any duty to advise the Beneficial Owners of the Series 2015 Bonds as to matters related to this Official
Statement.

No Rating

The Community Facilities District has not made and does not contemplate making application to any
rating agency for the assignment of a rating of the Series 2015 Bonds.

Underwriting

The Series 2015 Bonds are being purchased by Piper Jaffray & Co., the Underwriter. The
Underwriter has agreed to purchase the Series 2015 Bonds at a price of $ , being §
aggregate principal amount thereof, less Underwriter’s discount of $ plus original issue premium
of $ ). The purchase agreement relating to the Series 2015 Bonds provides that the Underwriter
will purchase all of the Series 2015 Bonds if any are purchased. The obligation to make such purchase is
subject to certain terms and conditions set forth in such purchase agreement, the approval of certain legal
matters by counsel and certain other conditions.

The Underwriter may offer and sell the Series 2015 Bonds to certain dealers and others at prices lower
than the offering prices stated on the inside cover page hereof. The offering prices may be changed from time
to time by the Underwriter.

Financial Advisor

The Community Facilities District has retained Fieldman Rolapp & Associates, Irvine, California, as
financial advisor (the “Financial Advisor”) in connection with the preparation of this Official Statement and
with respect to the issuance of the Series 2015 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 the information contained in this Official Statement.

The Financial Advisor is an independent municipal financial advisory firm and is not engaged in the
business of underwriting, trading or distributing municipal or other public securities.

Financial Interests

The fees being paid to the Underwriter, Bond Counsel, Disclosure Counsel, the Special Tax
Consultant, the Financial Advisor, and counsel to the Underwriter, are contingent upon the issuance and
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delivery of the Series 2015 Bonds. From time to time, Bond Counsel and Disclosure Counsel represent the
Underwriter on matters unrelated to the Series 2015 Bonds.

Pending Legislation

The Community Facilities District is not aware of any significant pending legislation which would
have material adverse consequences on the Series 2015 Bonds or the ability of the Community Facilities
District to pay the principal of and interest on the Series 2015 Bonds when due.

Additional Information

The purpose of this Official Statement is to supply information to prospective buyers of the Series
2015 Bonds. Quotations and summaries and explanations of the Series 2015 Bonds and documents contained
in this Official Statement do not purport to be complete, and reference is made to such documents for full and
complete statements and their provisions. Any statements in this Official Statement involving matters of
opinion, whether or not expressly so stated, are intended as such and not as representations of fact.
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The execution and delivery of this Official Statement by an authorized representative of the
Community Facilities District has been duly authorized by the Board of Supervisors of the County acting in its
capacity as the legislative body of the Community Facilities District.

COMMUNITY FACILITIES DISTRICT NO. 07-2
(CLINTON KEITH) OF THE COUNTY OF RIVERSIDE

By:

County Executive Officer
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APPENDIX A

AMENDED AND RESTATED RATE AND METHOD OF APPORTIONMENT OF
SPECIAL TAX FOR COMMUNITY FACILITIES DISTRICT NO. 07-2
(CLINTON KEITH)

OF THE COUNTY OF RIVERSIDE

A Special Tax (all capitalized terms are defined in Section A. Definitions below), shall be levied on each
Parcel of Taxable Property located within the boundaries of Community Facilities District No. 07-2 (Clinton
Keith) of the County. The amount of Special Tax to be levied each Fiscal Year, commencing in Fiscal Year
2007-2008, on a Parcel shall be determined by the Legislative Body, by applying the appropriate Special Tax
for each category of Taxable Property. All real property within the CFD shall be taxed for the purposes, to the
extent and in the manner herein provided.

A.

DEFINITIONS
The terms hereinafter set forth have the following meanings:

“Acre or Acreage” means the acreage of a Parcel as stated on the most recent Assessor’s Parcel Map,
or if the acreage is not shown on such Assessor’s Parcel Map, the acreage as determined from the
applicable Final Map, or similar instrument.

“Act” means the Mello-Roos Community Facilities Act of 1982, as amended, being Chapter 2.5 of
Part 1 of Division 2 of Title 5 of the California Government Code.

“Administrative Expenses” means all actual or reasonably estimated costs and expenses of the CFD
as determined by the Administrator to be chargeable or allocable to the CFD and that are allowed by
the Act and the Indenture, which shall include without limitation, all costs and expenses arising out of
or resulting from the annual levy and collection of the Special Tax, Special Tax appeals, initiating and
prosecuting a foreclosure action on a Parcel, trustee/fiscal agent expenses and fees, rebate compliance
calculation fees, initiating or defending any litigation involving the CFD, continuing disclosure
undertakings of the CFD and/or the County, all communications with bondholders, property owners,
or other interested persons and the costs of County staff, consultants, and legal counsel incurred on
behalf of the CFD in performing such administrative responsibilities.

“Administrator” means the County Executive Officer of the County, or his or her designee.

“Approved Property” means, for each Fiscal Year, all parcel(s), lot(s) or units(s) of Taxable Property
not classified as Public Property or Property Owners’ Association Property: (i) that are included in a
Final Map that was recorded prior to the January 1st preceding said Fiscal Year, and (ii) that have not

been issued a Building Permit prior to the April 1st preceding said Fiscal Year.

“Assessor’s Parcel Map” means an official map of the Assessor of the County designating Parcels by
Assessor Parcel Number.

“Assessor’s Parcel Number” means the number assigned by the Assessor of the County for a Parcel
on an Assessor’s Parcel Map.

“Assigned Special Tax” means the Special Tax determined in accordance with Section C., below.

“Assumed Administrative Expenses” means (a) for Fiscal Year 2007-2008, $70,000, and (b) for any
subsequent Fiscal Year, the amount resulting from increasing the Assumed Administrative Expenses
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on each July 1, from and including July 1, 2008 to and including the June 30 in such Fiscal Year, by
2.00% of the amount in effect for the previous Fiscal Year.

“Backup Special Tax” means the Special Tax determined in accordance with Section C, below.

“Bonds” means any bonds or other debt (as defined in the Act) issued by the CFD and secured by the
levy of Special Taxes.

“Building Permit” means a building permit issued by the County (or another public agency in the
event the County no longer issues such permits) for new construction.

“CFD” means Community Facilities District No. 07-2 (Clinton Keith) of the County established
pursuant to the Act and identified by the Boundary Map attached as Exhibit A.

“County” means the County of Riverside.

“Developed Property” means, for each Fiscal Year, all parcel(s), lot(s) or unit(s) of Taxable Property,
not classified as Public Property or Property Owners’ Association Property: (i) that are included in a
Final Map that was recorded prior to January 1st preceding said Fiscal Year and (ii) for which a
Building Permit has been issued prior to April 1st of the preceding Fiscal Year.

“Exempt Property” means, for each Fiscal Year, any Parcel which is exempt from the Special Taxes
pursuant to Section E., below.

“Final Map” means a recorded final map, parcel map, or lot line adjustment, by which a subdivision
of property has been made pursuant to the Subdivision Map Act (California Government Code
Section 66410 et seq.) or a recorded condominium plan approved pursuant to California Civil Code
Section 1352 that creates parcel(s), lot(s) or unit(s) for which Building Permits may be issued without
further subdivision, as determined by the Administrator.

“Fiscal Year” means the period starting on July 1 of any calendar year and ending on June 30 of the
following calendar year, commencing July 1, 2007.

“Indenture” means the bond indenture, fiscal agent agreement, trust agreement, resolution or other
instrument pursuant to which Bonds are issued, as modified, amended and/or supplemented from time
to time.

“Land Use Category” means any of the following land use categories: Single Family Property,
Multifamily Property, Non-Residential Property, Undeveloped Property, Public Property and Property
Owners’ Association Property.

“Legislative Body” means the Board of Supervisors of the County acting ex officio as the Legislative
Body of the CFD.

“Maximum Special Tax” means, with respect to a Land Use Category, for each Fiscal Year, the
maximum Special Tax which can be levied in such Fiscal Year on any Parcel, determined in
accordance with Section C., below.

“Multifamily Property” means, for each Fiscal Year, any parcel, lot or unit of Residential Property
for which a building permit can or has been issued for attached or detached residential units in a
development that has a density of greater than eight (8) Residential Dwelling Units per gross acre, as
recorded on a Final Map or as determined by the Administrator.

A-2
DOCSOC/1707966v7/022242-0081



“Multiple Land Use Property” means, for each Fiscal Year, all parcels of Developed Property and
Approved Property assigned to more than one Land Use Category (e.g. one structure containing both
Non-Residential Property and Residential Property), as determined by the Administrator.

“Non-Residential Floor Area” means, with regard to Multiple Land Use Property only, all of the
square footage within the outside perimeter of all structures on a Parcel used for non-residential
purposes, measured from outside wall to outside wall, exclusive of overhangs, porches, patios,
carports, or similar spaces attached to the building. The determination of the amount of Non-
Residential Floor Area shall be made by the Administrator with reference to the Building Permit(s)
issued for said Parcel, or if these are not available, as otherwise determined by the Administrator.
Once such determination has been made for a Parcel, it shall remain fixed in all future Fiscal Years.

“Non-Residential Property” means, for each Fiscal Year, all Parcels of Developed Property and
Approved Property for which a Building Permit can or has been issued for any type of non-residential
use, as determined by the Administrator.

“Outstanding Bonds” means all Bonds deemed to be outstanding under the Indenture.

“Parcel” means, for each Fiscal Year, an individual legal lot within the boundary of the CFD as
shown on an Assessor’s Parcel Map to which an Assessor’s Parcel Number has been assigned.

“Property Owners’ Association Property” means, for each Fiscal Year, any Parcel which, as of the
January 1 preceding said Fiscal Year, is owned by a property owners’ association, including any
master or sub-association or is identified on a Final Map as common area to be owned by a property
owners’ association. Property Owners’ Association Property includes but is not limited to property
dedicated and restricted for the use as streets, open space, park, habitat reserve, clubhouse or
recreational facilities.

“Proportionately” means for: (i) Developed Property, that the ratio of the actual Special Tax levy to
the Assigned or Backup Special Tax, as applicable, is the same for all Parcels of Developed Property,
(ii) Approved Property that the ratio of the actual Special Tax levy to the Maximum Special Tax, is
the same for all Parcels of Approved Property, (iii) Undeveloped Property, that the ratio of the actual
Special Tax levy per taxable Acre to the Maximum Special Tax per taxable Acre is the same for all
Parcels of Undeveloped Property, and (iv) Public Property and/or Property Owners’ Association
Property, that is not Exempt Property, that the ratio of the actual Special Tax levy per taxable Acre to
the Maximum Special Tax per taxable Acre is the same for all Parcels of Public Property and/or
Property Owners’ Association Property, that is not Exempt Property.

“Public Property” means, for each Fiscal Year, any Parcel within the boundary of the CFD which, as
of the January 1 preceding said Fiscal Year, is owned by, dedicated to, or irrevocably offered for
dedication to the federal government, the State of California, the County, or any other public agency,
or utility property utilized for the provision of services to the public or a property encumbered with
public or utility easements making impractical its utilization for other than the purpose set forth in the
easement; provided, however, that any Parcel 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. Public
Property includes but is not limited to, public streets, water and sewer facilities, flood control drainage
channels, public schools, or property dedicated and restricted for the use as open space, park or habitat
reserve.

“RDU” means Residential Dwelling Unit.

“Residential Dwelling Unit” means, for each Fiscal Year, a building or portion thereof on a Parcel
intended for use by one (1) family and containing but one (1) kitchen, which is designed primarily for
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residential occupancy including single family and multifamily dwellings. Residential Dwelling Unit
shall not include hotels or motels.

“Residential Floor Area” means, with regard to Multiple Land Use Property only, all of the square
footage within the outside perimeter of all structures on a Parcel used for residential purposes,
measured from outside wall to outside wall, exclusive of overhangs, porches, patios, carports, or
similar spaces attached to the building but generally open on at least two sides. The determination of
the amount of Residential Floor Area shall be made by the Administrator with reference to the
Building Permit(s) issued for said Parcel or, if these are not available, as otherwise determined by the
Administrator. Once such determination has been made for a Parcel, it shall remain fixed in all future
Fiscal Years.

“Residential Property” means, for each Fiscal Year, all Parcels of Developed Property and/or
Approved Property for which a Building Permit can or has been issued for a Residential Dwelling
Unit, as determined by the Administrator.

“Single Family Property” means, for each Fiscal Year, any parcel, lot or unit of Residential Property
for which a building permit can or has been issued for attached or detached residential units in a
development that has a density of eight (8) Residential Dwelling Units to the gross acre or less, as
recorded on a Final Map or as determined by the Administrator.

“Special Tax” means the special tax to be levied in any Fiscal Year on each Parcel of Taxable
Property.

“Special Tax Requirement” means, for each Fiscal Year, that amount required in each Fiscal Year to
pay: (i) annual debt service on all Outstanding Bonds due in the calendar year which commences in
such Fiscal Year; (ii) periodic costs on the Bonds, including but not limited to, credit enhancement
and rebate payments on the Bonds; (iii) Administrative Expenses; (iv) an amount equal to any
shortfall due to Special Tax delinquencies experienced in the prior Fiscal Year; (v) for acquisition or
construction costs of facilities authorized to be financed by the CFD, provided such amount does not
cause an increase in the Special Tax levy on Approved Property or Undeveloped Property; and
(vi) any amounts required to establish or replenish any reserve funds for the Bonds; less (vii) a credit
for funds available to reduce the annual Special Tax levy as determined pursuant to the Indenture.

“Taxable Property” means, for each Fiscal Year, all Parcels in the CFD which are not Exempt
Property.

“Total Floor Area” means for any Parcel of Multiple Land Use Property the sum of the Residential
Floor Area and Non-Residential Floor Area.

“Undeveloped Property” means, for each Fiscal Year, all Taxable Property not classified as
Developed Property, Approved Property, Public Property, or Property Owners’ Association Property
and which is not otherwise Exempt Property pursuant to Section E

B. ASSIGNMENT TO LAND USE CATEGORIES

Each Fiscal Year in which the Special Tax is levied, all Parcels shall be categorized as either
Developed Property, Approved Property, Undeveloped Property, Public Property, Property Owners’
Association Property or Exempt Property, and shall be subject to the levy of Special Taxes in
accordance with this Amended and Restated Rate and Method of Apportionment as determined
pursuant to Sections C., D., and E., below. Developed Property and Approved Property shall further
be classified as Residential Property, Non-Residential Property or Multiple Land Use Property.
Residential Property shall further be classified as Single Family Property or Multifamily Property.
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C.

SPECIAL TAX RATE

Developed Property

a. Maximum Special Tax

The Maximum Special Tax for each Parcel of Developed Property that is Single Family or
Multifamily Property shall be the greater of: (i) the applicable Assigned Special Tax
determined pursuant to Section C.1.b, below, or (ii) the amount derived by application of the

Backup Special Tax.

The Maximum Special Tax for each Parcel of Developed Property that is Non-Residential
Property shall be the Assigned Special Tax determined pursuant to Section C.1.b, below.

b. Assigned Special Tax

For Fiscal Year 2007-2008, the Assigned Special Tax for each Parcel of Developed Property,
except Multiple Land Use Property, shall be as described in Table 1 below:

TABLE 1
Developed Property

Assigned Special Taxes
For Fiscal Year 2007-2008

1- 1nglé Fainily Propérty
2. — Multifamily Property RDU $ 795 per RDU
3 — Non — Residential Property Acre $ 6,586 per Acre

For each Fiscal Year following Fiscal Year 2007-2008, the Assigned Special Tax shall increase
by an amount equal to 2.00% of the Assigned Special Tax in effect for the prior Fiscal Year.

c. Backup Special Tax

(1) If the number of RDU of Single Family Property or Multifamily Property in a
specific Final Map is equal to or greater than the proposed number of such RDUs
listed in Table 2 below for the corresponding Final Map, the Backup Special Tax for
each Parcel of Single Family Property and Multifamily Property that is Developed
Property shall be the Assigned Special Tax for such Parcel at the time such Taxable
Property becomes Developed Property.

(ii) If the number of RDUs of Single Family Property in a specific Final Map is less
than the proposed number of RDU identified in Table 2 below for the corresponding
Final Map, then the Backup Special Tax for each RDU of Single Family Property
within said Final Map shall equal (x) the number of RDUs of Single Family Property
identified in Table 2 below multiplied by the Assigned Special Tax for Single Family
Property shown in Table 1, as increased in accordance with Section C.1.b., divided
by (y) the number of RDUs of Single Family Property within such Final Map.
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(iii) If the number of RDU of Single Family Property in a specific Final Map is
subsequently changed or modified, then the Backup Special Tax shall be recalculated
for each RDU of Single Family Property within the changed or modified area of said
Final Map such that the modified Backup Special Tax for each such RDU of Single
Family Property within such changed or modified area shall equal the aggregate
Backup Special Tax within the changed or modified area prior to the change or
modification in such Final Map divided by the number of RDUs of Single Family
Property within such changed or modified area after the change or modification in
such Final Map. For a Parcel of Single Family Property that is not changed or
modified by changes or modifications to a Final Map, the Backup Special Tax shall
not be recalculated.

(iv) If the number of RDU of Multifamily Property in a specific Final Map is less
than the proposed number of RDU identified in Table 2 below for the corresponding
Final Map, then the Backup Special Tax for each RDU of Multifamily Property
within said Final Map shall equal (x) the number of RDUs of Multifamily Property
identified in Table 2 below multiplied by the Assigned Special Tax for Multifamily
Property shown in Table 1 as increased in accordance with Section C.1.b., divided by
(y) the number of RDUs of Multifamily Property within such Final Map.

(v) If the number of RDUs of Multifamily Property in a specific Final Map is
subsequently changed or modified, then the Backup Special Tax shall be recalculated
for each RDU of Multifamily Property within the changed or modified area of said
Final Map such that the modified Backup Special Tax for each such RDU of
Multifamily Property within such changed or modified area shall equal the aggregate
Backup Special Tax within the changed or modified area prior to the change or
modification in such Final Map divided by the number of RDUs of Multifamily
Property within such changed or modified area after the change or modification in
such Final Map. For a Parcel of Multifamily Property that is not changed or
modified by changes or modifications to a Final Map, the Backup Special Tax shall
not be recalculated.
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TABLE 2

Proposed Residential Dwelling

Units Per Tract

33170 140 0
32151 0 180
33307 41 0
30433 502 0
30694 81 0
30695 48 0
30695-1 59 0
30696-1 71 0
30696-F 38 0
30696-4 88 0
30696-2 69 0

' ngle Family RDU | Multifamily RDU
30696-3 T el
32289 o -
32290-1 o3 -
322902 = -
322903 8 -
32290-4 267 5
32290F 102 5
35328 5 -
28695 0 -
30430 117 5
32011 3 -
34324 ; —

For each Fiscal Year following Fiscal Year 2007-2008, the Backup Special Tax shall increase by
an amount equal to 2.00% of the Backup Special Tax in effect for the prior Fiscal Year.

d. Multiple Land Use Property

In some instances a Parcel of Developed Property may be assigned to more than one Land
Use Category. The Assigned Special Tax levied on such a Parcel shall be the sum of the
Assigned Special Tax levies for all Land Use Categories located on such Parcel. The Backup
Special Tax levied on a Parcel shall be the sum of the Backup Special Tax levies that can be
imposed on all Land Use Categories located on such Parcel. The Maximum Special Tax
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levied on a Parcel shall be the sum of the Maximum Special Tax levies that can be imposed
on all Land Use Categories located on such Parcel.

For purposes of calculating the Backup Special Tax for each Land Use Category under such
circumstances, the Acreage assigned to each Land Use Category shall be based on the
proportion of Residential Floor Area or Non-Residential Floor Area that is built for each Land
Use Category as compared with the Total Floor Area built on the Parcel. The Administrator
shall determine all allocations made under this section, and all such allocations shall be final.

2. Approved Property
a. Maximum Special Tax
The Maximum Special Tax for each Parcel of Approved Property that is Single Family or
Multifamily Property shall be the greater of: (i) the applicable Assigned Special Tax set forth
in Table 3, or (ii) the amount derived by application of the Backup Special Tax.

The Maximum Special Tax for each Parcel of Approved Property that is Non-Residential
Property shall be the Assigned Special Tax set forth in Table 3, below.

b. Assigned Special Tax

For Fiscal Year 2007-2008, the Assigned Special Tax for each Parcel of Approved Property,
except Multiple Land Use Property, shall be described in Table 3 below:

TABLE 3
Approved Property

Assigned Special Taxes
For Fiscal Year 2007-2008

1 _ Siﬁgie Fé{ml y Properfy T T \ $M1\,(\)4 per

2. — Multifamily Property $ 795 per RDU
3 — Non — Residential Property Acre $ 6,586 per Acre

For each Fiscal Year following Fiscal Year 2007-2008, the Assigned Special Tax shall increase
by an amount equal to 2.00% of the Assigned Special Tax in effect for the prior Fiscal Year.

c. Backup Special Tax

(i) If the number of RDU of Single Family Property or Multifamily Property in a
specific Final Map is equal to or greater than the proposed number of such RDUs
listed in Table 2 above for the corresponding Final Map, the Backup Special Tax for
each Parcel of Single Family Property and Multifamily Property that is Approved
Property shall be the Assigned Special Tax for such Parcel at the time such Taxable
Property becomes Approved Property.

(ii) If the number of RDU of Single Family Property in a specific Final Map is less
than the proposed number of RDU identified in Table 2 above for the corresponding
Final Map, then the Backup Special Tax for each RDU of Single Family Property
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within said Final Map shall equal (x) the number of RDUs of Single Family Property
identified in Table 2 above multiplied by the Assigned Special Tax for Single Family
Property shown in Table 3, as increased in accordance with Section C.2.b., divided
by (y) the number of RDUs of Single Family Property within such Final Map.

(iii) If the number of RDUs of Single Family Property in a specific Final Map is
subsequently changed or modified, then the Backup Special Tax shall be recalculated
for each RDU of Single Family Property within the changed or modified area of said
Final Map such that the modified Backup Special Tax for each such RDU of Single
Family Property within such changed or modified area shall equal the aggregate
Backup Special Tax within the changed or modified area prior to the change or
modification in such Final Map divided by the number of RDUs of Single Family
Property within such changed or modified area after the change or modification in
such Final Map. For a Parcel of Single Family Property that is not changed or
modified by changes or modifications to a Final Map, the Backup Special Tax shall
not be recalculated.

(iv) If the number of RDU of Multifamily Property in a specific Final Map is less
than the proposed number of RDU identified in Table 2 above for the corresponding
Final Map, then the Backup Special Tax for each RDU of Multifamily Property
within said Final Map shall equal (x) the number of RDUs of Multifamily Property
identified in Table 2 above multiplied by the Assigned Special Tax for Multifamily
Property shown in Table 3 as increased in accordance with Section C.2.b., divided by
(y) the number of RDUs of Multifamily Property within such Final Map.

(v) If the number of RDUs of Multifamily Property in a specific Final Map is
subsequently changed or modified, then the Backup Special Tax shall be recalculated
for each RDU of Multifamily Property within the changed or modified area of said
Final Map such that the modified Backup Special Tax for each such RDU of
Multifamily Property within such changed or modified area shall equal the aggregate
Backup Special Tax within the changed or modified area prior to the change or
modification in such Final Map divided by the number of RDUs of Multifamily
Property within such changed or modified area after the change or modification in
such Final Map. For a Parcel of Multifamily Property that is not changed or
modified by changes or modifications to a Final Map, the Backup Special Tax shall
not be recalculated.

For each Fiscal Year following Fiscal Year 2007-2008, the Backup Special Tax shall increase by
an amount equal to 2.00% of the Backup Special Tax in effect for the prior Fiscal Year.

d. Multiple Land Use Property

In some instances a Parcel of Approved Property may be assigned to more than one Land Use
Category. The Assigned Special Tax levied on such a Parcel shall be the sum of the Assigned
Special Tax levies for all Land Use Categories located on such Parcel. The Backup Special
Tax levied on a Parcel shall be the sum of the Backup Special Tax levies that can be imposed
on all Land Use Categories located on such Parcel. The Maximum Special Tax levied on a
Parcel shall be the sum of the Maximum Special Tax levies that can be imposed on all Land
Use Categories located on such Parcel.

For purposes of calculating the Backup Special Tax for each Land Use Category under such
circumstances, the Acreage assigned to each Land Use Category shall be based on the
proportion of Residential Floor Area or Non-Residential Floor Area that is built for each Land
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Use Category as compared with the Total Floor Area built on the Parcel. The Administrator
shall determine all allocations made under this section, and all such allocations shall be final.

3. Undeveloped Property, Property Owners’ Association Property and Public Property.

The Maximum Special Tax for each Parcel of Undeveloped Property, Property Owners’ Association
Property and Public Property is $ 6,586 per Acre, times the Acreage of the Parcel.

For each Fiscal Year following Fiscal Year 2007-2008, the Maximum Special Tax for Undeveloped
Property, Property Owners’ Association Property and Public Property shall increase by an amount
equal to 2.00% of the Maximum Special Tax in effect for the prior Fiscal Year.

D. METHOD OF APPORTIONMENT OF THE SPECIAL TAX

Commencing with Fiscal Year 2007-2008 and for each following Fiscél Year, the Legislative Body
shall levy the Special Tax on all Taxable Property in accordance with the following steps:

First: Prior to the issuance of Bonds, the Special Tax shall be levied on each Parcel of Developed
Property at 100% of the applicable Assigned Special Tax to be applied to the cost of the facilities
authorized to be financed by the CFD; subsequent to the issuance of the Bonds, the Special Tax shall
be levied Proportionately on each Parcel of Developed Property at up to 100% of the applicable
Assigned Special Tax, as needed to satisfy the Special Tax Requirement;

Second: If additional moneys are needed to satisfy the Special Tax Requirement after the first step
has been completed, the Special Tax shall be levied Proportionately on each Parcel of Approved
Property at up to 100% of the applicable Assigned Special Tax, as needed to satisfy the Special Tax
Requirement;

Third: If additional moneys are needed to satisfy the Special Tax Requirement after the first two steps
have been completed, the Special Tax shall be levied Proportionately on each Parcel of Undeveloped
Property at up to 100% of the applicable Maximum Special Tax as needed to satisfy the Special Tax
Requirement;

Fourth: If additional moneys are needed to satisfy the Special Tax Requirement after the first three
steps have been completed, the Special Tax shall be levied on each Parcel of Approved Property
and/or Developed Property whose Maximum Special Tax is derived by the application of the Backup
Special Tax, shall be increased Proportionately at up to 100% of the difference between the applicable
Maximum Special Tax for each such Parcel less the applicable Assigned Special Tax for such Parcel
as needed to satisfy the Special Tax Requirement; ‘

Fifth: If additional moneys are needed to satisfy the Special Tax Requirement after the first four steps
have been completed, the Special Tax shall be levied Proportionately on each Parcel of Property
Owners’ Association Property that is not Exempt Property at up to 100% of the Maximum Special
Tax as needed to satisfy the Special Tax Requirement.

Sixth: If additional moneys are needed to satisfy the Special Tax Requirement after the first five steps
have been completed, the Special Tax shall be levied Proportionately on each Parcel of Public
Property that is not Exempt Property, at up to 100% of the Maximum Special Tax as needed to satisfy
the Special Tax Requirement.

Notwithstanding the above, under no circumstances shall the Special Taxes levied against any Parcel
of Developed Property that is Residential Property be increased as a consequence of delinquency or
default by the owner of any other Parcel or Parcels within the CFD by more than ten percent (10%).
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E. EXEMPTIONS

Land conveyed or irrevocably offered for dedication to a public agency after formation of the CFD
and not otherwise shown as or not exempt pursuant to this Section E, shall be subject to the levy of
Special Tax pursuant to Section 53317.3 or 53317.5 of the Act.

Notwithstanding the above, the Special Tax shall not be imposed upon any of the following:

) The Legislative Body shall not levy Special Taxes on up to 233.98 Acres of Public Property
which include, but not limited to, public streets, water and sewer facilities, and/or flood
control drainage channels but excluding Public Property owned by a public school district.

2) The Legislative Body shall not levy Special Taxes on up to 10.36 Acres of Public Property
that is owned by a public school district.

3) In addition to the exempt Acres of Public Property included in (1) and (2) above, the
Legislative Body shall not levy Special Taxes on up to 152.25 Acres of Public Property
and/or Property Owners’ Association Property that is property dedicated and restricted for the
use as open space, park, public streets, recreation area or habitat reserve.

4) In addition to the exempt Acres of Property Owners’ Association Property referenced in
(3) above, the Legislative Body shall not levy Special Taxes on up to 6.95 Acres of Property
Owners’ Association Property that is dedicated and restricted for use as private streets or golf
course.

%) The Legislative Body shall not levy Special Taxes on up to 16.50 Acres that has been or is
required to be dedicated to a public agency, or non-profit entity pursuant to the Western
Riverside County multi-species habitat conservation plan (MSHCP).

If the limit of Acres within one of the categories described in (1), (2) or (3), above, has not been
reached, the Legislative Body may, at its discretion as and when it deems appropriate, reallocate and
transfer all or a portion of the remaining Acres in said category to either of the other two categories.

After the limit of Acres within each of the above has been reached, the Special Tax obligation for any
additional Public Property and/or Property Owners’ Association Property acreage may be prepaid
pursuant to the provision within Section H., below. Until the Special Tax obligation is prepaid as
provided for in the preceding sentence, the Public Property and/or Property Owners’ Association
Property will be subject to the levy of the Special Tax as provided for in the fifth and sixth steps of
Section D. above.

F. MANNER OF COLLECTION, PENALTIES, PROCEDURE & LIEN PRIORITY

The Special Tax shall be collected in the same manner and at the same time as ordinary ad valorem
property taxes and shall be subject to the same penalties, the same procedure, sale and lien priority in
the case of delinquency; provided, however, that the CFD may directly bill the Special Tax, may
collect the Special Tax at a different time or in a different manner if necessary to meet its financial
obligations, and if so collected, a delinquent penalty of 10% of the Special Tax will attach at 5:00 p.m.
on the date the Special Tax becomes delinquent and interest at 1.5% per month of the Special Tax will
attach on the July 1 after the delinquency date and the first of each month thereafter until redeemed.
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G. APPEALS

Any owner of a Parcel claiming that the amount of the Special Tax levied on such Parcel is not correct
and/or requesting a refund may file a written notice of appeal with the Administrator once the Special
Tax in dispute has been paid but, not later than 12 months after the mailing of the property tax bill on
which the Special Tax appears. The Administrator shall promptly review the appeal, and if necessary,
meet with the property owner, consider written and oral evidence regarding the amount of the Special
Tax, convene the CFD Special Tax Review Board and decide the appeal. This procedure shall be
exclusive and its exhaustion by any property owner shall be a condition precedent to any legal action
by such owner.

H. PREPAYMENT OF SPECIAL TAX

No Special Tax prepayment in full or prepayment in part shall be allowed unless the amount of
Maximum Special Taxes, based on the categorization and classification hereunder of all Parcels on the
date of the calculation, that may be levied on Taxable Property in each Fiscal Year commencing with
the Fiscal Year of the proposed prepayment is at least equal to the sum of: (a) 1.1 times the debt
service on the Outstanding Bonds due in the calendar year which commences in such Fiscal Year; plus
(b) the Assumed Administrative Expenses for such Fiscal Year.

The following definitions apply to this Section H:

“CFD Public Facilities” means $33,992,560 expressed in 2007 dollars, based on proposed TUMF
and RBBD fees by the Riverside County Transportation Land Management Agency and the Western
Riverside Council of Governments or such lower number as i)shall be determined by the
Administrator as sufficient to provide the public facilities under the authorized bonding program of
the CFD, or ii) shall be determined by the Legislative Body concurrently with a covenant that it will
not issue any more Bonds to be supported by Special Tax levied under this Amended and Restated
Rate and Method of Apportionment.

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

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

“Future Facilities Costs” means the CFD Public Facilities minus public facility costs available to be
funded through escrow accounts or funded by the Outstanding Bonds as defined in Section A, minus
public facility costs funded by interest earnings on the Construction Fund actually earned prior to the
date of prepayment.

“Outstanding Bonds” means all previously issued Bonds issued and secured by the levy of Special
Taxes, which will remain outstanding after the first interest and/or principal payment date following
the current Fiscal Year, excluding Bonds to be redeemed at a later date with the proceeds of prior
prepayments of Special Taxes.
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1. Prepayment in Full

The Maximum Special Tax obligation may only be prepaid and permanently satisfied by a Parcel of
Developed Property, Approved Property, or Undeveloped Property for which a Building Permit has
been issued, or Public Property and/or Property Owners’ Association Property that is not Exempt
Property pursuant to Section E. The Maximum Special Tax obligation applicable to such Parcel may
be fully prepaid and the obligation of the Parcel to pay the Special Tax permanently satisfied as
described herein; provided that a prepayment may be made only if there are no delinquent Special
Taxes with respect to such Parcel at the time of prepayment. An owner of a Parcel intending to
prepay the Maximum Special Tax obligation for the Parcel shall provide the Administrator with
written notice of intent to prepay, and within 15 business days of receipt of such notice, the
Administrator shall notify such owner of the amount of the non-refundable deposit determined to
cover the cost to be incurred by the CFD in calculating the Prepayment Amount (as defined below) for
the Parcel. Within 15 business days of receipt of such non-refundable deposit, the Administrator shall
notify such owner of the Prepayment Amount for the Parcel. Prepayment must be made not less than
60 business days prior to any redemption date, unless authorized by the Administrator, for any Bonds
to be redeemed with the proceeds of such prepaid Special Taxes.

The Prepayment Amount (defined below) shall equal the sum of the amount as identified 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
Total: equals Prepayment Amount

The Prepayment Amount shall be determined as of the proposed prepayment date as follows:
1. Confirm that no Special Tax delinquencies apply to such Parcel.

2. For Parcels of Approved Property and/or Developed Property, compute the Maximum Special
Tax obligation for the current Fiscal Year for the Parcel. For Parcels of Undeveloped
Property, compute the Maximum Special Tax obligation for the current Fiscal Year for the
Parcel as though it was already designated as Developed Property, based upon the Building
Permit which has been issued for the Parcel. For Parcels of Public Property and/or Property
Owners’ Association Property to be prepaid, compute the Maximum Special Tax for the
current Fiscal Year for the Parcel.

3. Divide the Maximum Special Tax obligation derived pursuant to paragraph 2 by the total
calculated Maximum Special Taxes for the current Fiscal Year for the entire CFD.

4. Multiply the quotient derived pursuant to paragraph 3 by the principal amount of the
Outstanding Bonds to determine the amount of Outstanding Bonds to be redeemed with the
Prepayment Amount (the “Bond Redemption Amount™).

5. Multiply the Bond Redemption Amount by the applicable redemption premium, if any, on the
Outstanding Bonds to be redeemed (the “Redemption Premium”).
6. Determine the Future Facilities Costs.
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10.

11.

12.

13.

14.

15.

Multiply the quotient derived pursuant to paragraph 3 by the amount derived pursuant to
paragraph 6 to determine the amount of Future Facilities Costs for the Parcel (the “Future
Facilities Amount™).

Determine the amount needed to pay interest on the Bond Redemption Amount from the first
bond interest and/or principal payment date following the current Fiscal Year until the earliest
redemption date for the Outstanding Bonds on which Bonds can be redeemed from Special
Tax prepayments.

Determine the Special Tax levied on the Parcel in the current Fiscal Year which have not yet
been paid.

Compute the amount the Administrator reasonably expects to derive from the investment of
the Bond Redemption Amount, the Redemption Premium and the amount derived pursuant to
paragraph 8, from the date of prepayment until the redemption date for the Outstanding
Bonds to be redeemed with the Prepayment Amount.

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

Verify the administrative fees and expenses, including the costs of computation of the
Prepayment Amount, the costs to invest the Prepayment Amount, the costs of redeeming the
Outstanding Bonds, and the costs of recording notices to evidence the prepayment of the
Maximum Special Tax obligation for the Parcel and the redemption of Outstanding Bonds
(the “Administrative Fees and Expenses™).

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

The Prepayment Amount is equal to the sum of the Bond Redemption Amount, the
Redemption Premium, the Future Facilities Amount, the Defeasance Amount and the
Administrative Fees and Expenses, less the Reserve Fund Credit (the “Prepayment Amount™).

From the Prepayment Amount, the Bond Redemption Amount, the Redemption Premium,
and the Defeasance Amount shall be deposited into the appropriate fund as established under
the Indenture and be used to redeem Qutstanding Bonds or make debt service payments. The
Future Facilities Amount shall be deposited into the Construction Fund. The Administrative
Fees and Expenses shall be retained by the CFD.

The Prepayment Amount may be sufficient to redeem other than a $5,000 increment of Bonds. In
such event, 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 redemption from other Maximum
Special Tax obligation prepayments of Outstanding Bonds or to make debt service payments.

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

2. Prepayment in Part

The Maximum Special Tax on a Parcel of Developed Property or Approved Property may be partially
prepaid in increments of $2,500. For purposes of determining the partial prepayment amount, the
provision of Section H.1 or H.2 shall be modified as provided by the following formula:

PP = ((Pg-A)x F)+A
These terms have the following meaning:

PP = the partial prepayment

Pg the Prepayment Amount calculated according to Section H.1 or H.2

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

the Administrative Fees and Expenses determined pursuant to Section H.2

A

With respect to any Parcel for which the Maximum Special Tax obligation is partially prepaid, the
Administrator shall (i) distribute the Partial Prepayment as provided in Paragraph 13 of Section H.2,
and (ii) indicate in the records of the CFD that there has been a Partial Prepayment for the Parcel and
that a portion of the Maximum Special Tax obligation equal to the remaining percentage (1.00 - F) of
the Maximum Special Tax obligation will, and the Special Tax shall continue on the Parcel pursuant
to Section D.

L TERM OF THE SPECIAL TAX

Special Taxes shall be levied for the period necessary to satisfy the Special Tax Requirement, but in
no event shall Special Tax