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MATURITY SCHEDULE 
 
 

 

$3,230,000 11.625% Term Bond due September 1, 2038, Yield: 11.625%, Price: 100.00% 
CUSIP† No. 804230 CR9 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
    
† Copyright 2009, American Bankers Association.  CUSIP data herein are provided by Standard & Poor's CUSIP Service Bureau, a division of 
The McGraw-Hill Companies, Inc., and are provided for convenience of reference only.  Neither the Community Facilities District, the School 
District nor the Underwriter assumes any responsibility for the accuracy of CUSIP data. 

 
 



 

 

GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT 
 

No Offering May Be Made Except by this Official Statement.  No dealer, broker, salesperson or other person has 
been authorized to give any information or to make any representations with respect to the 2009 Bonds other than as 
contained in this Official Statement, and if given or made, such other information or representation must not be relied upon as 
having been authorized.   

 
No Unlawful Offers or Solicitations.  This Official Statement does not constitute an offer to sell or the solicitation of 

an offer to buy in any state in which such offer or solicitation is not authorized or in which the person making such offer or 
solicitation is not qualified to do so or to any person to whom it is unlawful to make such offer or solicitation.  

 
Effective Date.  This Official Statement speaks only as of its date, and the information and expressions of opinion 

contained in this Official Statement are subject to change without notice.  Neither the delivery of this Official Statement nor any 
sale of the 2009 Bonds will, under any circumstances, create any implication that there has been no change in the affairs of 
the School District, the Community Facilities District, any other parties described in this Official Statement, or in the condition 
of property within Improvement Area No. 3 of the Community Facilities District since the date of this Official Statement.   

 
Use of this Official Statement.  This Official Statement is submitted in connection with the sale of the 2009 Bonds 

referred to herein and may not be reproduced or used, in whole or in part, for any other purpose.  This Official Statement is not 
a contract with the purchasers of the 2009 Bonds.   

 
Preparation of this Official Statement.  The information contained in this Official Statement has been obtained from 

sources that are believed to be reliable, but this information is not guaranteed as to accuracy or completeness.   
 
The Underwriter has provided the following sentence for inclusion in this Official Statement:  The Underwriter has 

reviewed the information in this Official Statement in accordance with, and as part of, its responsibilities to investors under the 
federal securities laws as applied to the facts and circumstances of this transaction, but the Underwriter does not guarantee 
the accuracy or completeness of such information. 

 
Document References and Summaries.  All references to and summaries of the Fiscal Agent Agreement or other 

documents contained in this Official Statement are subject to the provisions of those documents and do not purport to be 
complete statements of those documents. 

 
Stabilization of and Changes to Offering Prices.  The Underwriter may overallot or take other steps that stabilize 

or maintain the market price of the 2009 Bonds at a level above that which might otherwise prevail in the open market.  If 
commenced, the Underwriter may discontinue such market stabilization at any time.  The Underwriter may offer and sell the 
2009 Bonds to certain dealers, dealer banks and banks acting as agent at prices lower than the public offering prices stated on 
the inside cover page of this Official Statement, and those public offering prices may be changed from time to time by the 
Underwriter.  

 
Bonds are Exempt from Securities Laws Registration.  The issuance and sale of the 2009 Bonds have not been 

registered under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, in reliance 
upon exemptions for the issuance and sale of municipal securities provided under Section 3(a)(2) of the Securities Act of 1933 
and Section 3(a)(12) of the Securities Exchange Act of 1934. 

 
Estimates and Projections.  Certain statements included or incorporated by reference in this Official Statement 

constitute “forward-looking statements” within the meaning of the United States Private Securities Litigation Reform Act of 
1995, Section 21E of the United States Securities Exchange Act of 1934, as amended, and Section 27A of the United States 
Securities Act of 1933, as amended.  Such statements are generally identifiable by the terminology used such as “plan,” 
“expect,” “estimate,” “budget” or other similar words.  

 
THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS CONTAINED IN SUCH FORWARD-

LOOKING STATEMENTS INVOLVE KNOWN AND UNKNOWN RISKS, UNCERTAINTIES AND OTHER FACTORS WHICH 
MAY CAUSE ACTUAL RESULTS, PERFORMANCE OR ACHIEVEMENTS DESCRIBED TO BE MATERIALLY DIFFERENT 
FROM ANY FUTURE RESULTS, PERFORMANCE OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY SUCH FORWARD-
LOOKING STATEMENTS.  THE COMMUNITY FACILITIES DISTRICT DOES NOT PLAN TO ISSUE ANY UPDATES OR 
REVISIONS TO THOSE FORWARD-LOOKING STATEMENTS IF OR WHEN ITS EXPECTATIONS, OR EVENTS, 
CONDITIONS OR CIRCUMSTANCES ON WHICH SUCH STATEMENTS ARE BASED OCCUR. 
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OFFICIAL STATEMENT 
 
 
 

$3,230,000 
COMMUNITY FACILITIES DISTRICT NO. 2006-1 
OF THE SAUGUS UNION SCHOOL DISTRICT 

(IMPROVEMENT AREA NO. 3) 
2009 SPECIAL TAX BONDS 

 
 
 

INTRODUCTION 
 

This Official Statement, including the cover page, inside cover and attached appendices, is 
provided to furnish information regarding the bonds captioned above (the “2009 Bonds”) to be issued 
by Community Facilities District No. 2006-1 of the Saugus Union School District (the “Community 
Facilities District”) for its Improvement Area No. 3. 

 
This introduction is not a summary of this Official Statement.  It is only a brief description of and 

guide to, and is qualified by, more complete and detailed information contained in the entire Official 

Statement, including the cover page and attached appendices, and the documents summarized or 
described in this Official Statement.  A full review should be made of the entire Official Statement.  The 

offering of the 2009 Bonds to potential investors is made only by means of the entire Official Statement. 

 
Capitalized terms used but not defined in this Official Statement have the definitions given in the 

Fiscal Agent Agreement (as defined below).  

 
The School District.  The Saugus Union School District (the “School District”) is located in the 

Santa Clarita Valley in the northeastern part of Los Angeles County (the “County”).  The School District 
provides public education within an approximately 94 square mile area, serving the City of Santa Clarita 
and unincorporated areas of the County in the Santa Clarita Valley area.  See “THE SCHOOL 
DISTRICT.”  
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Property Ownership. As of November 1, 2008, the current owners of the taxable property 
within Improvement Area No. 3 of the Community Facilities District were as follows (collectively, the 
“Property Owners”): 

 
 

Property Owner 
 

Description 
Number of 

Lots/ Homes 
Lennar Homes of California, Inc.,  
a California corporation  
(“Lennar Homes”),  

home builder 17 [1] 

MS Rialto West Hills CA, LLC,  
a Delaware limited liability company  
(“MS Rialto”)  

land holding company 299 [1] 

GMAC Model Home Finance, LLC,  
a Delaware limited liability company  
(“GMAC Model Home”),  

model home holding company 2 

Individual homeowners  81 [1] 
 Total: 399 

     
[1] From November 1, 2008, through January 20, 2009, Lennar Homes closed escrow on 3 single-family homes 

to individual homeowners and acquired 8 additional finished lots from MS Rialto within Planning Areas 4 and 
5 (Castillo). 

 
The property within Improvement Area No. 3 of the Community Facilities District is currently 

entitled for development as 399 single-family homes.   
 
MS Rialto currently owns the majority of the property within Improvement Area No. 3, which is 

not under active development.  Lennar Homes has carried out home development activities on 100 lots,  
a portion of which has been developed with completed single-family homes and sold to end users and 
GMAC Model Home, and the remainder of which is still under development.  Lennar may acquire 
additional lots from MS Rialto, also for development as single-family homes and sale to end users, but 
is not currently under an agreement with MS Rialto for the acquisition and sale of additional lots. MS 
Rialto has not entered any agreements for the development or sale of its remaining property in 
Improvement Area No. 3 (which constitutes a majority of the property currently owned by MS Rialto, 
and a majority of the property in Improvement Area No. 3) to Lennar or any other entities.  

 
For detailed information about the Property Owners, current development status and proposed 

development plans for the property in Improvement Area No. 3 of the Community Facilities District, see 
“PROPERTY OWNERSHIP” and “PROPOSED PROPERTY DEVELOPMENT.”  

 
The Community Facilities District.  The Community Facilities District was formed and 

established by the Board of Trustees of the School District (the “Board”), as legislative body of the 
Community Facilities District, under the Mello-Roos Community Facilities Act of 1982, as amended (the 
“Act”), pursuant to a resolution adopted by the Board following a public hearing, and a landowner 
election held on the same date at which the qualified electors of the Community Facilities District 
authorized the Community Facilities District to incur bonded indebtedness and approved the levy of 
special taxes.  See “THE 2009 BONDS – Authority for Issuance.”   

 
The Community Facilities District was also formed pursuant to an agreement entitled 

“Agreement for Formation of, and Funding by, Mello-Roos Community Facilities District and for 
Conveyance of School Site” dated as of May 2, 2006, by and between the School District and The 
Newhall Land and Farming Company (A California Limited Partnership) (“Newhall Land”), as amended 
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by a First Amendment dated as of January 16, 2007, by and between the School District and Newhall 
Land, as further amended by a Second Amendment dated as of May 15, 2007, by and between the 
School District and Newhall Land, and as further amended by a Third Amendment dated as of 
November 18, 2008, by and between the School District and Newhall Land (collectively, the 
“Formation Agreement”).  

 
See “FACILITIES TO BE FINANCED WITH THE PROCEEDS OF THE 2009 BONDS.”  
 
Authority for Issuance of the 2009 Bonds.  The 2009 Bonds are issued pursuant to the Act, 

certain resolutions adopted by the Board, including the Resolution of Issuance adopted on November 
18, 2008, as amended by a resolution of the Board adopted on December 16, 2008 (collectively, the 
“Resolution of Issuance”), and a Fiscal Agent Agreement, dated as of December 1, 2008 (the “Fiscal 
Agent Agreement”), by and between the Community Facilities District and U.S. Bank National 
Association, as fiscal agent (the “Fiscal Agent”).  See “THE 2009 BONDS – Authority for Issuance.”  

 
The Board and the eligible landowner voters in the Community Facilities District have authorized 

the Community Facilities District to incur bonded indebtedness with respect to Improvement Area No. 3 
in an amount not to exceed $25,000,000.  See “THE 2009 BONDS – Authority for Issuance.”  The 2009 
Bonds are the first series of bonds to be issued under this authorization.  The Community Facilities 
District may issue additional bonds secured by Net Taxes (as defined below) on a parity with the 2009 
Bonds upon the satisfaction of certain conditions.  See “THE 2009 BONDS – Issuance of Future Parity 
Bonds.” 

 
Purpose of the 2009 Bonds.  Proceeds of the 2009 Bonds will be used primarily to finance 

acquisition and construction of certain school facilities and improvements to be owned and operated by 
the School District.  

 
Bond proceeds will also fund a reserve fund for the 2009 Bonds, fund capitalized interest on the 

2009 Bonds through September 1, 2009, fund an additional amount of capitalized interest on the 2009 
Bonds through September 1, 2010, which will be released to the Construction Fund on or about 
February 15, 2009, if certain conditions relating to the MS Rialto Cash Deposit are met (see 
“SECURITY FOR THE BONDS – Bond Fund” and “– Letter of Credit Fund”), pay initial administrative 
expenses of the Community Facilities District with respect to Improvement Area No. 3, and pay the 
costs of issuing the 2009 Bonds.  See “ESTIMATED SOURCES AND USES OF FUNDS” and 
“FACILITIES TO BE FINANCED WITH PROCEEDS OF THE 2009 BONDS.” 
 

Redemption of Bonds Before Maturity.  The 2009 Bonds are subject to optional redemption, 
mandatory sinking fund redemption, and special mandatory redemption from prepaid Special Taxes.  
See “THE 2009 BONDS – Redemption.” 
 

Security and Sources of Payment for the 2009 Bonds.  The Board will annually levy special 
taxes on the property in Improvement Area No. 3 of the Community Facilities District (the “Special 
Taxes”) in accordance with the Rate and Method of Apportionment for Improvement Area No. 3 of 
Community Facilities District No. 2006-1 of Saugus Union School District (the “Rate and Method”).  
The 2009 Bonds are secured by and payable from a first pledge of the net proceeds of the Special 
Taxes (as more particularly defined in the Fiscal Agent Agreement, the “Net Taxes”).  The 2009 Bonds 
will be additionally secured by all moneys (net of the Administrative Expense Requirement) deposited in 
the Special Tax Fund (and its accounts), the Bond Fund, the Reserve Fund (and its accounts), the 
Redemption Fund, and, for a limited time, moneys available for transfer to the Bond Fund from the 
Letter of Credit Fund (up to the Stated Amount).  See “SECURITY FOR THE 2009 BONDS.” 
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The Community Facilities District has covenanted in the Fiscal Agent Agreement to cause 
foreclosure proceedings to be commenced and prosecuted against certain parcels with delinquent 
installments of the Special Taxes.  For a more detailed description of the foreclosure covenant see 
“SECURITY FOR THE 2009 BONDS - Covenant to Foreclose.”  

 
Appraisal.  An appraisal of the property within Improvement Area No. 3 of the Community 

Facilities District dated October 22, 2008 (the “Appraisal”), was prepared by Stephen G. White, MAI of 
Fullerton, California (the “Appraiser”) in connection with issuance of the 2009 Bonds.  The purpose of 
the appraisal was to ascertain the market value of the as-is condition of the taxable property in 
Improvement Area No. 3 of the Community Facilities District as of an October 15, 2008, date of value.  
Subject to the assumptions contained in the Appraisal, the Appraiser estimated that the taxable 
property within Improvement Area No. 3 of the Community Facilities District, subject to the lien of the 
Special Taxes and overlapping liens, had an estimated aggregate value of $80,220,000.  See “THE 
COMMUNITY FACILITIES DISTRICT – Appraised Property Value” and “APPENDIX C – Summary 
Appraisal Report” for further information on the Appraisal.  

 
Market Absorption Study.  A market absorption study with respect to the proposed 

development of the property within Improvement Area No. 3 of the Community Facilities District dated 
June 5, 2008, as updated by a Market Absorption Study Update dated January 20, 2009 (collectively, 
the “Market Absorption Study”), was prepared by Empire Economics, Inc., Capistrano Beach, 
California (the “Market Absorption Consultant”) in connection with issuance of the 2009 Bonds.  The 
purpose of the Market Absorption Study was to provide an estimate of the probable absorption 
schedules for the proposed residential homes in Improvement Area No. 3 of the Community Facilities 
District.  See "THE COMMUNITY FACILITIES DISTRICT – Market Absorption Study” and 
“APPENDIX D – Market Absorption Study.”    

 
Risk Factors Associated with Purchasing the 2009 Bonds.  Investment in the 2009 Bonds 

involves risks that may not be appropriate for some investors.  See “BOND OWNERS' RISKS” for a 
discussion of certain risk factors which should be considered, in addition to the other matters set forth in 
this Official Statement, in considering the investment quality of the 2009 Bonds. 
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ESTIMATED SOURCES AND USES OF FUNDS 
 
The estimated proceeds from the sale of the 2009 Bonds will be deposited into the following 

funds established under the Fiscal Agent Agreement: 
 

 
SOURCES 
 

 

Principal Amount of Bonds $3,230,000.00 
Less:  Underwriter's Discount   (80,750.00) 
Total Sources $3,149,250.00 
  
USES 
 

 

Deposit into Reserve Fund [1]  $323,000.00 
Deposit into Costs of Issuance Account [2] 575,000.00 
Deposit into School Facilities Account of Construction Fund [3] 1,624,642.08 
Deposit into Administrative Expense Fund 30,000.00 
Deposit into Capitalized Interest Subaccount [4]  221,120.42 
Deposit into Capitalized Interest Subaccount No. 2 [5]    375,487.50 
Total Uses $3,149,250.00 
      
[1] Equal to the Reserve Requirement with respect to the 2009 Bonds as of their date of delivery. 
[2] Includes, among other things, the fees and expenses of Bond Counsel and Disclosure Counsel, the 

cost of printing the Preliminary and final Official Statements, fees and expenses of the Fiscal Agent, 
reimbursement of developer advances, and the fees of the Financial Advisor and the Special Tax 
Consultant. 

[3] Will be used to pay the costs of School Facilities.  See “FACILITIES TO BE FINANCED WITH 
PROCEEDS OF THE 2009 BONDS” below. 

[4] Represents interest on the 2009 Bonds that will accrue through September 1, 2009.  
[5] Represents an additional amount of capitalized interest on the 2009 Bonds through September 1, 

2010, which will be released to the Construction Fund on or about February 15, 2009, if certain 
conditions relating to the MS Rialto Cash Deposit are met.  See “SECURITY FOR THE BONDS – 
Bond Fund” and “– Letter of Credit Fund.” 
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FACILITIES TO BE FINANCED WITH PROCEEDS OF THE 2009 BONDS 
 

General 
 
The Community Facilities District is authorized to finance School District facilities (“School 

Facilities”), the cost of Hart School District facilities (“Hart School District Facilities”), and Sanitation 
District capital facilities fees (“Sanitation District Fees”), as described below (collectively, the 
“Facilities”).   

 
The 2009 Bonds will finance only School Facilities; it is anticipated that Additional Bonds, if and 

to the extent issued, may contribute to the cost of additional School Facilities, Hart School District 
Facilities and Sanitation District Fees.  See “THE 2009 BONDS – Issuance of Future Parity Bonds.” 

 
School Facilities 

 
The School Facilities consist of the West Creek Elementary School, construction of which is 

currently underway and which is anticipated to be complete by the third quarter of 2009.  
 
The School Facilities will be funded with a portion of the proceeds of the 2009 Bonds in partial 

satisfaction of the obligation of Newhall Land (and its successors and assigns) under the Formation 
Agreement (described below).  The 2009 Bonds are anticipated to provide approximately $1,624,642 
for School Facilities.  It is anticipated that Additional Bonds, if and to the extent issued, will contribute to 
the cost of the School Facilities.  

 
Formation Agreement 

 
The Formation Agreement provides for the formation of the Community Facilities District to 

finance the acquisition and construction of the West Creek Elementary School in order to mitigate the 
anticipated impacts on School District facilities to be caused by the residential development of the 
property in the Community Facilities District (including Improvement Area No. 3).  Newhall Land 
presently is proceeding with the construction of West Creek Elementary School (as described above) 
pursuant to the Formation Agreement. 

 
The stated intent of the Formation Agreement is that implementation and satisfaction of the 

Funding Agreement will satisfy the obligations of Newhall Land (and its successors and assigns) to 
mitigate the impact on the School District of the proposed residential development within the 
Community Facilities District that are contained in an agreement dated on or about February 18, 1997, 
entitled “School Facilities Funding Agreement” by and between the School District and Newhall Land 
(the “Mitigation Agreement”).   Those mitigation obligations will be satisfied upon receipt by the 
School District of the proceeds of bonds issued by the Community Facilities District (and, if applicable, 
other funds) in a total amount sufficient to pay the construction costs of the West Creek Elementary 
School, plus costs of issuing those bonds. 

 
The Formation Agreement provides that the proceeds of bonds issued by the Community 

Facilities District (including the 2009 Bonds) will be used to pay some or all of the costs of constructing 
the West Creek Elementary School, and that Newhall Land will make additional funds available to cover 
any shortfall in the West Creek Elementary School construction costs.  

 
The Mitigation Agreement, as amended by the Formation Agreement, provides that, upon 

request of Newhall Land, the School District must issue certificates of compliance as required in order 
to obtain building permits for construction within Improvement Area No. 3, but only so long as Newhall 
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Land is not in default in its obligations pursuant to those agreements, including, among others, the 
obligation to construct the West Creek Elementary School.  However, the Third Amendment modified 
the School District’s obligation to issue certificates of compliance by requiring that, upon request of 
Newhall Land, the School District must issue certificates of compliance with respect to a Planning Area, 
once bonds are issued with respect to that Planning Area and bond proceeds are deposited with the 
School District, regardless of whether Newhall Land is then in default of its obligation to construct the 
West Creek Elementary School.  

 
This section contains only a brief summary of the Formation Agreement.  Potential purchasers 

of the 2009 Bonds are encouraged to review the entire Formation Agreement, which is available from 

the School District. 

 
Facilities to be Funded by Additional Bonds 

 
The 2009 Bonds are the first series of bonds to be issued under the voter-authorized bond 

authorization for Improvement Area No. 3 of the Community Facilities District.  It is anticipated that one 
or more series of Additional Bonds, if and to the extent issued, will finance additional School Facilities 
costs, as well as Hart School District Facilities and Sanitation District Fees, as further described below.  
None of the proceeds of the 2009 Bonds will finance Hart School District Facilities or Sanitation District 
Fees. 

Hart School District Facilities.  These may include the designing, planning, 
constructing, leasing, or purchasing of school sites and buildings, as well as furniture, 
technology, and equipment with a useful life of at least five years, together with all other 
authorized school facilities with a useful life of at least five years, including, but not limited to, 
administrative and central support facilities, interim housing, and transportation facilities needed 
by the William S. Hart Union School District (the “Hart School District”) to serve the student 
population to be generated as a result of development of the property within Improvement Area 
No. 3 of the Community Facilities District.  

 
If and to the extent that the proceeds of Additional Bonds provide financing for Hart 

School District Facilities, those amounts will satisfy all or a portion of the obligations of the 
developers of the property in Improvement Area No. 3 of the Community Facilities District to pay 
Hart School District Facilities costs that are a precondition to receiving building permits.  Those 
property owners (and their successors) will remain responsible to pay any Hart School District 
Facilities costs not funded with the proceeds of any Additional Bonds.   

 
Hart School District Facilities will be funded pursuant to a Joint Community Facilities 

Agreement dated as of February 20, 2007 (the “Hart JCFA”), by and among the School District, 
the Hart School District and Newhall Land.  

 
Sanitation District Fees.  These may include connection fees imposed by the 

Sanitation District on the property in Improvement Area No. 3 of the Community Facilities 
District as a precondition to development, and will be used to construct public sanitation facilities 
to be owned and operated by Santa Clarita Valley Sanitation District of Los Angeles County 
(formerly known as County Sanitation District No. 32 of Los Angeles County) (the “Sanitation 
District”).  

 
If and to the extent that the proceeds of Additional Bonds provide financing for Sanitation 

District Fees, those amounts will satisfy all or a portion of the obligations of the developers of 
the property in Improvement Area No. 3 of the Community Facilities District to pay Sanitation 
District Fees that are a precondition to receiving development entitlements.  Those property 
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owners (and their successors) will remain responsible to pay any Sanitation District Fees not 
funded with the proceeds of any Additional Bonds.   

 
Sanitation District Fees will be funded pursuant to a Joint Community Facilities 

Agreement dated as of May 16, 2006 (the “Sanitation District JCFA”), by and among the 
School District, the Sanitation District, and Newhall Land.  
 
 

THE 2009 BONDS 
 
This section generally describes the security for the 2009 Bonds set forth in the Fiscal Agent 

Agreement, which is summarized in more detail in APPENDIX E.  Capitalized terms used but not 
defined in this section are defined in APPENDIX E. 

 
General Bond Terms 

 
Dated Date, Maturity and Authorized Denominations.  The 2009 Bonds will be dated their 

date of delivery and will mature in the amounts and on the dates set forth on the inside cover page of 
this Official Statement.  The 2009 Bonds will be issued in fully registered form in denominations of 
$5,000 each or any integral multiple of $5,000. 

 
Interest. Interest will be calculated on the basis of a 360-day year composed of twelve 30-day 

months.  The 2009 Bonds will bear interest at the annual rates set forth on the inside cover page of this 
Official Statement, payable semiannually on each March 1 and September 1, commencing March 1, 
2009 (each, an “Interest Payment Date”) until the principal sum of the 2009 Bonds has been paid.  
However, if, at the maturity date of any 2009 Bond (or if the same is redeemable and is duly called for 
redemption, then at the date fixed for redemption) funds are available for the payment or redemption 
thereof in full accordance with the Fiscal Agent Agreement, that 2009 Bond will then cease to bear 
interest.  

 
DTC and Book-Entry Only System.  DTC will act as securities depository for the 2009 Bonds.  

The 2009 Bonds will be issued as fully-registered securities registered initially in the name of Cede & 
Co. (DTC’s partnership nominee).  See APPENDIX F – “DTC and the Book-Entry Only System.”  

 
Payments of Interest and Principal.  For so long as DTC is used as depository for the 2009 

Bonds, principal of, premium, if any, and interest payments on the 2009 Bonds will be made solely to 
DTC or its nominee, Cede & Co., as registered owner of the 2009 Bonds, for distribution to the 

beneficial owners of the 2009 Bonds in accordance with the procedures adopted by DTC.  
 
The 2009 Bonds will be payable both as to principal and interest, and as to any premiums upon 

the redemption thereof, in lawful money of the United States of America.  
 
The principal of the 2009 Bonds and any premiums due upon the redemption thereof will be 

payable upon presentation thereof at the Principal Corporate Trust Office of the Fiscal Agent.  Interest 
on any 2009 Bond will be payable from the Interest Payment Date next preceding the date of 
authentication, unless:  

 
(i) such date of authentication is an Interest Payment Date, in which event interest will be 

payable from such date of authentication;  
 
(ii) the date of authentication is after a Record Date (as defined in the Fiscal Agent 
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Agreement) but prior to the immediately succeeding Interest Payment Date, in which event 
interest will be payable from such Interest Payment Date; or  

 
(iii) the date of authentication is prior to the close of business on the first Record Date, in 

which event interest will be payable from the Delivery Date.  
 
However, if at the time of authentication of a 2009 Bond, interest is in default, interest on that 

2009 Bond will be payable from the last date on which the interest has been paid or made available for 
payment, or if no interest has been paid or made available for payment, interest will be payable from 
the Delivery Date.  

 
Interest on any 2009 Bond will be paid to the person whose name appears in the Bond Register 

as the Owner of such 2009 Bond as of the close of business on the Record Date (which, during any 
period in which the 2009 Bonds are not subject to DTC’s book-entry system, will be Cede & Co.).  Such 
interest will be paid by check of the Fiscal Agent mailed on the Interest Payment Date to such 
Bondowner by first class mail at his or her address as it appears on the Bond Register as of the Record 
Date; provided that, in the case of an Owner of $1,000,000 or more in aggregate principal amount of 
the 2009 Bonds, upon the Fiscal Agent's receipt of written request of such Owner prior to the Record 
Date accompanied by wire transfer instructions, such interest will be paid on the Interest Payment Date 
in immediately available funds by wire transfer to an account in the United States. 

 
Authority for Issuance 

 
Community Facilities District Proceedings.  The 2009 Bonds are issued under the Act, the 

Resolution of Issuance and the Fiscal Agent Agreement.  In addition, as required by the Act, the Board 
of the School District has taken the following actions with respect to establishing the Community 
Facilities District and authorizing issuance of the 2009 Bonds: 

 
Resolutions of Intention:  On January 16, 2007, the Board adopted Resolution No. 2007-

7 stating its intention to establish the Community Facilities District and to authorize the levy of a 
special tax therein.  On January 16, 2007, the Board adopted Resolution No. 2007-8 stating its 
intention to incur bonded indebtedness in an amount not to exceed $89,000,000 in the 
aggregate within the Community Facilities District for the purpose of financing the Facilities.  
See “FACILITIES TO BE FINANCED WITH PROCEEDS OF THE 2009 BONDS.”  

 
Resolution Approving Boundary Map:  On January 16, 2007, the Board adopted 

Resolution No. 2007-9 approving the boundary map for the Community Facilities District and 
ordering the recordation of the boundary map in the office of the County Recorder for Los 
Angeles.   

 

Resolution Approving Joint Community Facilities Agreements:  On February 20, 2007, 
the Board adopted Resolution No. 2007-15 approving the Hart JCFA.  On May 16, 2006, the 
Board adopted Resolution No. 2006-10 approving the Sanitation District JCFA.  

 
Resolution of Formation:  Immediately following a noticed public hearing on February 20, 

2007, the Board adopted Resolution No. 2007-16 (the “Resolution of Formation”), which 
established the Community Facilities District and three improvement areas thereof, including 
Improvement Area No. 3 ("Improvement Area No. 3"), as well as Improvement Area No. 2 
("Improvement Area No. 2") and Improvement Area No. 1 ("Improvement Area No. 1"), and 
authorized the levy of special taxes for each of the improvement areas to fund authorized public 
facilities.  
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Resolution of Necessity:  On February 20, 2007, the Board adopted Resolution No. 

2007-17 declaring the necessity to incur bonded indebtedness and authorized the Community 
Facilities District to issue bonds for each of the three improvement areas secured by the special 
taxes corresponding to each of the improvement areas to finance authorized public facilities, in 
the following authorized amounts: Improvement Area No. 1: $33,000,000; Improvement Area 
No. 2: $31,000,000; and Improvement Area No. 3: $25,000,000.  

 
Landowner Election for Improvement Area No. 3 and Declaration of Results:  On 

February 20, 2007, an election was held within Improvement Area No. 3 of the Community 
Facilities District in which the qualified electors within Improvement Area No. 3 of the 
Community Facilities District approved a ballot proposition authorizing the Community Facilities 
District to incur bonded indebtedness of up to $25,000,000 to finance the acquisition and 
construction of the Facilities, the levy of a special tax and the establishment of an appropriations 
limit for the Community Facilities District.  On February 20, 2007, the Board adopted Resolution 
No. 2007-18, by which the Board approved the canvass of the votes and declared the 
Community Facilities District (and the three Improvement Areas therein) to be fully formed with 
the authority to levy the Special Taxes, to incur the bonded indebtedness and to have the 
established appropriations limit. 

 
Special Tax Lien and Levy: A Notice of Special Tax Lien was recorded in the real 

property records of the County on February 28, 2007. 
 
Ordinance Levying Special Taxes: On February 20, 2007, the Board held a first reading 

of Ordinance No. 2007-01 levying the Special Taxes within Improvement Area No. 3 of the 
Community Facilities District.  The second reading of the Ordinance was held on March 6, 2007.  

 
Resolution of Issuance:  On November 18, 2008, the Board adopted Resolution No. 

2008-42 approving issuance of the 2009 Bonds for Improvement Area No. 3 of the Community 
Facilities District in an amount not to exceed $5,500,000, which was amended by Resolution 
No. 2008-52, adopted by the Board on December 16, 2008.  
 
School District’s Goals and Policies.  The School District adopted its “Local Public Agency 

Goals and Policies for Community Facilities Districts” (the “Goals and Policies”) on January 21, 2003.  
 
The Goals and Policies establish an order of priority for financing by community facilities 

districts and certain credit quality requirements for bonds issued by community facilities districts, 
namely a 3:1 ratio of property value to public debt (with “public debt defined as community facilities 
district bonds and other bonds secured by special taxes or special assessments, excluding general 
obligation bonds secured by ad valorem taxes).  The credit quality requirements also include, among 
other things, that a debt service reserve fund be established for all community facilities district bonds, 
and that a development absorption study may be required.  The School District may consider 
exceptions to the credit quality requirements of the Goals and Policies for bond issues that do not 
represent an unusual credit risk, and may disregard these credit criteria if the School District 
determines, by a four-fifths vote of its Board, that a bond issue should proceed for specified public 
policy reasons.  

 
The Goals and Policies also state that the average total projected ad valorem taxes, special 

taxes and assessment levied on a parcel in a community facilities district may not exceed 2% of that 
parcel’s assessed valuation; and that special tax revenue in any given year must equal at least 110% of 
debt service on outstanding community facilities district bonds plus administrative expenses.  The 
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Goals and Policies also provide for disclosure of the special tax obligation by developers to subsequent 
property owners, and establish appraisal standards relating to the valuation of property in order to meet 
the 3:1 value to debt ratio.  

 
The School District has determined that issuance of the 2009 Bonds conforms with the School 

District’s Goals and Policies. 
 

Debt Service Schedule 
 
The following table presents the annual debt service on the 2009 Bonds (including sinking fund 

redemptions), assuming there are no optional redemptions.   
 

Year Ending  
September 1 

 
Principal 

 
Interest [1] 

Total  
Debt Service 

2009 $       -0- $221,120.42 $221,120.42 
2010 15,000 375,487.50 390,487.50 
2011 20,000 373,743.76 393,743.76 
2012 20,000 371,418.76 391,418.76 
2013 20,000 369,093.76 389,093.76 
2014 25,000 366,768.76 391,768.76 
2015 30,000 363,862.50 393,862.50 
2016 30,000 360,375.00 390,375.00 
2017 35,000 356,887.50 391,887.50 
2018 40,000 352,818.76 392,818.76 
2019 45,000 348,168.76 393,168.76 
2020 50,000 342,937.50 392,937.50 
2021 55,000 337,125.00 392,125.00 
2022 60,000 330,731.26 390,731.26 
2023 65,000 323,756.26 388,756.26 
2024 75,000 316,200.00 391,200.00 
2025 85,000 307,481.26 392,481.26 
2026 95,000 297,600.00 392,600.00 
2027 105,000 286,556.26 391,556.26 
2028 115,000 274,350.00 389,350.00 
2029 130,000 260,981.26 390,981.26 
2030 145,000 245,868.76 390,868.76 
2031 165,000 229,012.50 394,012.50 
2032 180,000 209,831.26 389,831.26 
2033 205,000 188,906.26 393,906.26 
2034 225,000 165,075.00 390,075.00 
2035 250,000 138,918.76 388,918.76 
2036 280,000 109,856.26 389,856.26 
2037 315,000 77,306.26 392,306.26 
2038    350,000        40,687.50       390,687.50 

Total: $3,230,000 $8,342,926.84 $11,572,926.84 
     
[1] Interest accruing through September 1, 2009, will be capitalized with the 

proceeds of the 2009 Bonds.  
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Redemption 
 
Optional Redemption. The 2009 Bonds may be redeemed prior to maturity, in whole or in part, 

at the option of the Community Facilities District from any available funds, on September 1, 2019 and 
any date thereafter, pro rata among maturities and by lot within a maturity, at a redemption price equal 
to the principal amount to be redeemed, together with accrued interest to the date of redemption, 
without premium.  

 
Mandatory Sinking Fund Redemption.  The 2009 Bonds are subject to mandatory redemption 

before maturity on September 1, 2010, and on each September 1 thereafter to and including 
September 1, 2038, in accordance with the schedule set forth below.  The 2009 Bonds will be 
redeemed from Mandatory Sinking Payment amounts that have been deposited one Business Day prior 
to each March 1 and September 1 into the Sinking Fund Redemption Account of the Redemption Fund 
pursuant to the Fiscal Agent Agreement.  

 
Sinking Fund 

Redemption Date 
(September 1) 

 
 

Sinking Payments 
2010 $15,000 
2011 20,000 
2012 20,000 
2013 20,000 
2014 25,000 
2015 30,000 
2016 30,000 
2017 35,000 
2018 40,000 
2019 45,000 
2020 50,000 
2021 55,000 
2022 60,000 
2023 65,000 
2024 75,000 
2025 85,000 
2026 95,000 
2027 105,000 
2028 115,000 
2029 130,000 
2030 145,000 
2031 165,000 
2032 180,000 
2033 205,000 
2034 225,000 
2035 250,000 
2036 280,000 
2037 315,000 
2038 (maturity)  350,000 

 
The 2009 Bonds to be so redeemed will be determined by lot, and will be redeemed at a 

redemption price equal to the principal amount thereof, plus accrued interest to the redemption date, 
without premium. 
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In the event of a partial redemption of a 2009 Bond pursuant to an optional redemption (as 

described above) or special mandatory redemption from prepaid special taxes (as described below), 
Mandatory Sinking Payments for that 2009 Bond set forth above will reduced on a pro rata basis 
pursuant to calculations made by the Fiscal Agent. 

 
Special Mandatory Redemption From Prepaid Special Taxes.  The 2009 Bonds are subject 

to special mandatory redemption prior to their stated maturities, in whole, or in part, on any date for 
which timely notice can be given, pro rata among maturities and by lot within a maturity, in integral 
multiples of $5,000 from monies on deposit in the Prepayment Account of the Special Tax Fund, upon 
payment of the redemption prices set forth below, which are expressed as a percentage of the principal 
amount to be redeemed, plus accrued interest to the date fixed for redemption. 

 
 
Redemption Date 

Redemption 
Price 

Any date through March 1, 2017 103% 
March 2, 2017 through March 1, 2018  102% 
March 2, 2018 through March 1, 2019  101% 
March 2, 2019 and any date thereafter 100% 

 
Selection of 2009 Bonds for Redemption. If less than all of the Outstanding 2009 Bonds are 

to be redeemed, the Fiscal Agent will select the 2009 Bonds to be redeemed pro rata among maturities 
and by lot within a single maturity, and in the case of mandatory sinking fund redemption, by lot within 
the maturity being called for redemption.   

 
The portion of any such 2009 Bond of a denomination of more than $5,000 to be redeemed will 

be in the principal amount of $5,000 or a multiple thereof, and, in selecting portions of such 2009 Bond 
for redemption, the Fiscal Agent will treat such 2009 Bond as representing that number of 2009 Bonds 
of $5,000 denomination which is obtained by dividing the principal amount of such 2009 Bond to be 
redeemed in part by $5,000. 

 
If 2009 Bonds are to be redeemed on the same date pursuant to mandatory sinking fund 

redemption and any other redemption event, the Fiscal Agent will first select the 2009 Bonds to be 
redeemed pursuant to mandatory sinking fund redemption, and will then select the 2009 Bonds to be 
redeemed pursuant to the other redemption event or events.  

 
Purchase in Lieu of Redemption.  In lieu of, or partially in lieu of, any optional redemption, 

mandatory sinking fund redemption or special mandatory redemption, moneys deposited in an account 
of the Redemption Fund may be used to purchase the Outstanding 2009 Bonds that were to be 
redeemed with such funds.  Purchases of Outstanding 2009 Bonds may be made by the Community 
Facilities District prior to the selection of 2009 Bonds for redemption by the Fiscal Agent, at public or 
private sale as and when and at such prices as the Community Facilities District may in its discretion 
determine, but only at prices (including brokerage or other expenses) not more than par plus accrued 
interest, and, in the case of funds in the Optional Redemption Account or Mandatory Redemption 
Account, the applicable premium to be paid in connection with the proposed redemption.  Any accrued 
interest payable upon the purchase of 2009 Bonds may be paid from the Interest Account of the Bond 
Fund for payment of interest on the next following Interest Payment Date.  

 
Notice of Redemption.  At least 30 days but no more than 60 days prior to the redemption 

date, the Fiscal Agent will mail by first class mail a copy of the redemption notice, postage prepaid, to 
the respective Owners thereof at their addresses appearing on the Bond Register.  The actual receipt 
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by the Owner of any 2009 Bond of notice of such redemption is not a condition precedent thereto, and 
neither failure to receive such notice nor any defect therein will affect the validity of the proceedings for 
the redemption of such 2009 Bond, or the cessation of interest on the redemption date.  A certificate by 
the Fiscal Agent that notice of redemption has been given as provided in the Fiscal Agent Agreement 
will be conclusive as against all parties, and it will not be open to any Owner to show that he or she 
failed to receive notice of such redemption.   

 
However, while the 2009 Bonds are subject to DTC’s book-entry system, the Fiscal Agent will 

be required to give notice of redemption only to DTC as provided in the letter of representations 
executed by the Community Facilities District and received and accepted by DTC.  DTC and the 

Participants will have sole responsibility for providing any such notice of redemption to the beneficial 

owners of the 2009 Bonds to be redeemed.  Any failure of DTC to notify any Participant, or any failure 
of Participants to notify the Beneficial Owner of any 2009 Bonds to be redeemed, of a notice of 

redemption or its content or effect will not affect the validity of the notice of redemption, or alter the 

effect of redemption set forth in the Fiscal Agent Agreement. 

 
Conditional Redemption Notice and Rescission of Redemption.   Under the Fiscal Agent 

Agreement, any notice of optional redemption will be cancelled and annulled if for any reason funds are 
not or will not be available on the date fixed for redemption for the payment in full of the 2009 Bonds 
then called for redemption.  Such cancellation and annulment is not a default under the Fiscal Agent 
Agreement.   

 
The Community Facilities District has the right to provide a conditional notice of optional 

redemption to the Owner of any 2009 Bond, and to rescind any optional redemption for any reason on 
any date prior to the redemption date by written notice to the Owner of any 2009 Bond previously called 
for optional redemption.   

 
Notice of rescission of optional redemption will be provided in the same manner notice of 

optional redemption was originally provided.  The actual receipt by the Owner of any 2009 Bond of 
notice of such rescission will not be a condition precedent to rescission, and failure to receive such 
notice or any defect in such notice will not affect the validity of the rescission. 

 
Effect of Redemption.   If notice of redemption is duly given as provided in the Fiscal Agent 

Agreement, and the amount necessary for the redemption is available for that purpose on the date fixed 
for such redemption, the following will apply:  

 
(a) the 2009 Bonds, or portions thereof, designated for redemption, will, on the date fixed 

for redemption, become due and payable at the redemption price thereof as provided in the 
Fiscal Agent Agreement, anything in the Fiscal Agent Agreement, or in the 2009 Bonds, to the 
contrary notwithstanding;  

 
(b) upon presentation and surrender of the 2009 Bonds called for redemption at the 

Principal Corporate Trust Office of the Fiscal Agent, or such other location as may be 
designated by the Fiscal Agent, those 2009 Bonds will be redeemed at the redemption price;  

 
(c) from and after the redemption date, the 2009 Bonds or portions thereof so 

designated for redemption will be deemed to be no longer Outstanding and such 2009 Bonds or 
portions thereof will cease to bear further interest; and 

 
(d) from and after the date fixed for redemption, no Owner of any of the 2009 Bonds or 

portions thereof so designated for redemption will be entitled to any of the benefits of the Fiscal 
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Agent Agreement, or to any other rights, except with respect to payment of the redemption price 
and interest accrued to the redemption date from the amounts so made available. 
 

Issuance of Future Parity Bonds 
 
The Community Facilities District may, at any time after the issuance and delivery of the 2009 

Bonds, issue one or more additional series of bonds or other indebtedness (collectively, “Additional 
Bonds”) payable from the Net Taxes and amounts deposited in the Reserve Fund (or accounts thereof) 
and secured by a lien and charge upon such amounts equal to the lien and charge securing the 
Outstanding 2009 Bonds under the Fiscal Agent Agreement.  Additional Bonds may be issued only on 
the terms and conditions set forth in the Fiscal Agent Agreement, which include, among others, the 
following conditions precedent.   

 
However, Additional Bonds may be issued at any time to refund the Outstanding Bonds without 

satisfying the requirements described below regarding minimum debt service coverage, minimum 
value-to-lien ratio for all Taxable Property, and minimum value-to-lien ratio for Undeveloped Property.  

 
Maximum Total Parity Bond Issuance.  The aggregate original principal amount of the 

2009 Bonds and all Additional Bonds issued may not exceed $25,000,000; provided, however, 
that, notwithstanding the foregoing, Additional Bonds may be issued at any time to refund the 
Outstanding Bonds without regard to this principal amount limitation. 
 

Minimum Debt Service Coverage.  The Community Facilities District must receive one 
or more certificates from one or more Independent Financial Consultants which, when taken 
together, certify that the amount of the maximum Special Taxes that may be levied in each 
remaining Bond Year on all parcels of Taxable Property that are not known by the Community 
Facilities District to be delinquent in the payment of any Special Taxes, assessments or ad 

valorem property taxes then due and owing is at least the sum of  
 

(i) the Administrative Expense Requirement, plus  
 
(ii) 1.10 times the Annual Debt Service for each corresponding Bond Year on all 

Outstanding 2009 Bonds and the Additional Bonds proposed to be issued.   
 
For purposes of making this certification, the Independent Financial Consultants may 

rely on any reports or certificates as may be acceptable to the Community Facilities District and 
the underwriter of the proposed Additional Bonds. 
 

Minimum Value-to-Lien Ratio.  The “Improvement Area Value” (as defined below) must 
be at least 10 times the sum of:  
 

(i) the principal amount of all Outstanding Bonds, plus  
 

(ii) the principal amount of the Additional Bonds proposed to be issued, plus  
 

(iii) the principal amount of any fixed assessment liens on the Taxable Property in 
Improvement Area No. 3, plus  

 
(iv) a Proportionate Share of the outstanding principal amount of all other special 

tax bonds payable at least partially from Special Taxes to be levied on the Taxable 
Property in Improvement Area No. 3 (the “Overlapping Bonds”), determined by 
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multiplying the outstanding principal amount of the Overlapping Bonds by the following 
fraction: the amount of special taxes securing the Overlapping Bonds levied only on the 
Taxable Property in Improvement Area No. 3, divided by the total amount of special 
taxes securing the Overlapping Bonds (in each case to be determined based upon the 
maximum special taxes that could be levied in the year in which estimated annual debt 
service on the Overlapping Bonds occurs).  

 
The term “Improvement Area Value” for purposes of this subparagraph means the 

value (including both land and improvements) of all parcels of Taxable Property in Improvement 
Area No. 3 that are not known by the Community Facilities District to be delinquent in the 
payment of any Special Taxes, assessments or ad valorem property taxes then due and owing.  
Improvement Area Value will be determined by reference to either or some combination of (i) an 
appraisal prepared by an MAI appraiser selected by the District, with a date of value no earlier 
than 90 days before the date the proposed Additional Bonds would be issued, or (ii) the 
assessed values shown on the last equalized County assessor’s property tax rolls. 
 

Minimum Value-to-Lien Ratio for Undeveloped Property.  The “Undeveloped 
Property Value” (as defined below ) for Undeveloped Property in Improvement Area No. 3 must 
be at least 3 times the sum of:  
 

(i) the Proportionate Share of the principal amount of all Outstanding Bonds, plus  
 

(ii) the Proportionate Share of the principal amount of the Additional Bonds 
proposed to be issued, plus  

 
(iii) the principal amount of any fixed assessment liens on Undeveloped Property, 

plus  
 

(iv) a Proportionate Share of the outstanding principal amount of all other special 
tax bonds payable at least partially from special taxes to be levied on Undeveloped 
Property.  

 
For this purpose, “Proportionate Share” is determined by multiplying the outstanding 

principal amount of the bonds in question by the following fraction: the amount of special taxes 
securing those bonds levied only on the Undeveloped Property, divided by the total amount of 
special taxes securing those bonds (in each case to be determined based upon the maximum 
special taxes that could be levied in the year in which maximum annual debt service on the 
bonds occurs). 
 

The term “Undeveloped Property Value” for purposes of this subparagraph means the 
value (including both land and improvements) of all parcels of Undeveloped Property in 
Improvement Area No. 3 that are not known by the District to be delinquent in the payment of 
any Special Taxes, assessments or ad valorem property taxes then due and owing.  
Undeveloped Property Value shall be determined by reference either to (i) an appraisal 
prepared by an MAI appraiser selected by the District, with a date of value no earlier than 90 
days before the date the proposed Additional Bonds would be issued, or (ii) the assessed 
values shown on the last equalized County assessor’s property tax rolls. 
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Deposit to Reserve Fund.  The Supplement may provide for the establishment of 
separate funds and accounts, and shall provide for a deposit in the Reserve Fund so that the 
balance in the Reserve Fund, including the account established for the Additional Bonds, shall 
be equal to the Reserve Requirement on the Delivery Date for the Additional Bonds.  
 

Compliance with Letter of Credit/Cash Deposit Requirement.  All Letters of Credit or 
Cash Deposits must be posted in accordance with the applicable section of the Fiscal Agent 
Agreement, as may be amended or modified by the applicable Supplement.  
 
See APPENDIX E. 
 

Registration, Transfer and Exchange 
 
The following provisions regarding the exchange and transfer of the 2009 Bonds apply only 

during any period in which the 2009 Bonds are not subject to DTC’s book-entry system.  While the 

2009 Bonds are subject to DTC’s book-entry system, their exchange and transfer will be effected 
through DTC and the Participants and will be subject to the procedures, rules and requirements 

established by DTC.  See “APPENDIX F – DTC and the Book-Entry Only System.” 

 
Registration. The Fiscal Agent will keep, or cause to be kept, at the Principal Corporate Trust 

Office of the Fiscal Agent, sufficient records for the registration and transfer of ownership of the 2009 
Bonds, which will be open to inspection during regular business hours and upon reasonable notice by 
the Community Facilities District; and, upon presentation for such purpose, the Fiscal Agent will, under 
such reasonable regulations as it may prescribe, register or transfer or cause to be registered or 
transferred, on such records, the ownership of the 2009 Bonds as provided in the Fiscal Agent 
Agreement. 

 
Registration of Exchange or Transfer. Subject to the provisions of the Fiscal Agent 

Agreement relating to book-entry bonds, the registration of any 2009 Bond may, in accordance with its 
terms, be transferred upon the Bond Register by the person in whose name it is registered, in person or 
by his or her duly authorized attorney, upon surrender of such 2009 Bond for cancellation at the 
Principal Corporate Trust Office of the Fiscal Agent, accompanied by delivery of a written instrument of 
transfer in a form approved by the Fiscal Agent and duly executed by the Bondowner or his or her duly 
authorized attorney.  The 2009 Bonds may be exchanged at the Principal Corporate Trust Office of the 
Fiscal Agent for a like aggregate principal amount and maturity of 2009 Bonds of other authorized 
denominations.  The Fiscal Agent may charge the Bondowner any tax or other governmental charge 
required with respect to such transfer or exchange. 

 
The Fiscal Agent will not be required to register transfers or make exchanges of (i) 2009 Bonds 

for a period of 15 days before the date established by the Fiscal Agent for selection of the 2009 Bonds 
to be redeemed, or (ii) any 2009 Bonds chosen for redemption. 
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SECURITY FOR THE 2009 BONDS 

 
This section generally describes the security for the 2009 Bonds set forth in the Fiscal Agent 

Agreement, which is summarized in more detail in APPENDIX E.  Capitalized terms used but not 

defined in the section are defined in APPENDIX E. 
 

General 
 
The payment of the principal of, and interest and any premium on, the 2009 Bonds and any 

Additional Bonds (collectively, the “Bonds”) is secured by a first pledge of the following:  
 

• all revenues derived from the Net Taxes, and 

 
• available amounts held by the Fiscal Agent in the Special Tax Fund (and its 

accounts), the Bond Fund (and its accounts), the Reserve Fund (and its accounts), the 
Redemption Fund (and its accounts), and, for a limited time, moneys available for transfer to the 
Bond Fund from the Letter of Credit Fund (up to the Stated Amounts).   

 
Amounts in the Construction Fund (and its accounts), the Administrative Expense Fund and the 

Rebate Fund are not pledged to the repayment of the Bonds.  The School Facilities to be financed with 
the proceeds of the 2009 Bonds are not in any way pledged to pay the debt service on the Bonds.   

 
“Net Taxes” are defined in the Fiscal Agent Agreement as the amount of all “Gross Taxes” 

(defined generally as the amount of all Special Taxes collected within Improvement Area No. 3, plus 
proceeds from the sale of property collected under the foreclosure provisions of the Fiscal Agent 
Agreement for the delinquency of Special Taxes), less the “Administrative Expense Requirement,” 
(defined as $30,000 per Fiscal Year).  

 
Limited Obligation 

 
The 2009 Bonds and interest thereon are not payable from the general fund of the 

Community Facilities District or the School District.  Except with respect to the Net Taxes, 
neither the credit nor the taxing power of the Community Facilities District or the School District 
is pledged for the payment of the 2009 Bonds or interest thereon, and no Owner of the 2009 
Bonds may compel the exercise of the taxing power by the Community Facilities District or the 
School District or the forfeiture of any of their property.   

 
The principal of and interest on the 2009 Bonds and premiums upon the redemption of 

any thereof are not a debt of the Community Facilities District (except to the limited extent 
described in this Official Statement) or the School District, the State of California nor any of its 
political subdivisions, within the meaning of any constitutional or statutory limitation or 
restriction.  The 2009 Bonds are not a legal or equitable pledge, charge, lien or encumbrance, 
upon any property or income, receipts or revenues of the Community Facilities District or the 
School District, except the Net Taxes that are, under the terms of the Fiscal Agent Agreement, 
set aside for the payment of the 2009 Bonds and interest thereon.  Neither the members of the 
Board nor any persons executing the 2009 Bonds are liable personally on the 2009 Bonds by 
reason of their issuance. 

 



 

19 

Special Taxes 
 
Covenant to Levy Special Taxes to Meet Special Tax Requirement.  The Community 

Facilities District will covenant in the Fiscal Agent Agreement that, subject to the Maximum Annual 
Special Tax rates, it will comply with all requirements of the Act so as to assure the timely collection of 
the Special Taxes, including without limitation, the enforcement of delinquent Special Taxes. 

 
The Community Facilities District will fix and levy the amount of Special Taxes within 

Improvement Area No. 3 of the Community Facilities District required for the payment of principal of 
and interest on Outstanding Bonds becoming due and payable during the ensuing year, including any 
necessary replenishment or expenditure of the Reserve Fund, an amount equal to the Administrative 
Expense Requirement and any additional amounts necessary for expenses incurred in connection with 
administration or enforcement of delinquent Special Taxes (up to the Maximum Special Tax Rates).  

 
Manner of Collection.  The Fiscal Agent Agreement provides that the Special Taxes are 

payable and will be collected in the same manner and at the same time and in the same installment as 
the general taxes on real property, and will have the same priority, become delinquent at the same 
times and in the same proportionate amounts and bear the same proportionate penalties and interest 
after delinquency as do the general taxes on real property.  However, the Board may provide for direct 
collection of the Special Taxes in certain circumstances.  

 
Because the Special Tax levy is limited to the Maximum Annual Special Tax rates set forth in 

the Rate and Method, no assurance can be given that, in the event of Special Tax delinquencies, the 

receipts of Special Taxes will, in fact, be collected in sufficient amounts in any given year to pay debt 

service on the Bonds. 

 
Rate and Method 

 
General.  The Special Taxes will be levied and collected according to the Rate and Method, 

which provides the means by which the Board may annually levy the Special Taxes within Improvement 
Area No. 3 of the Community Facilities District, up to the Maximum Annual Special Tax, and to 
determine the amount of the Special Taxes that will need to be collected each Fiscal Year from the 
“Taxable Property” within Improvement Area No. 3 of the Community Facilities District.   

 
The following is a synopsis of the provisions of the Rate and Method, which should be read in 

conjunction with the complete text of the Rate and Method, including its attachments, which is attached 
as “APPENDIX B.”  Capitalized terms used but not defined in this section have the meanings set forth 
in APPENDIX B.  This section provides only a summary of the Rate and Method, and is qualified by 

more complete and detailed information contained in the entire Rate and Method attached as 
APPENDIX B. 

 
Minimum Annual Special Tax Requirements.  

 
All Property.  The Rate and Method defines the minimum amount of money to be levied on 

Taxable Property in Improvement Area No. 3 of the Community Facilities District (the “Minimum 
Annual Special Tax Requirement”) as the amount required in any Fiscal Year to pay the following:  

 
• the debt service or other costs on all outstanding Bonds, 
 
• Administrative Expenses of Improvement Area No. 3 of the Community Facilities District 

(as further described in the Rate and Method),  
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• the costs associated with the release of funds from an escrow account, if any, and  
 
• any amount required to establish or replenish any reserve funds established in 

association with the Bonds, 
 
less any amount in the special tax fund for the outstanding Bonds available in that Fiscal Year to pay 
debt service or other costs on the Bonds pursuant to any applicable bond indenture, fiscal agent 
agreement, or trust agreement.  
 

Developed Property.  The Rate and Method defines the Minimum Annual Special Tax 
Requirement for Developed Property in Improvement Area No. 3 of the Community Facilities District as 
the amount required in any Fiscal Year to pay the following:  

 
• 110% of the debt service or other costs on all outstanding Bonds, 
 
• Administrative Expenses of Improvement Area No. 3 of the Community Facilities District 

(as further described in the Rate and Method),  
 
• the costs associated with the release of funds from an escrow account, if any, and  
 
• any amount required to establish or replenish any reserve funds established in 

association with the Bonds, 
 
less any amount in the special tax fund for the outstanding Bonds available in that Fiscal Year to pay 
debt service or other costs on the Bonds pursuant to any applicable bond indenture, fiscal agent 
agreement, or trust agreement.  
 

Classification of Parcels.  For each Fiscal Year, beginning with Fiscal Year 2007-08, (i) each 
Assessor’s Parcel within Improvement Area No. 3 of the Community Facilities District has been and will 
be assigned to a Zone in accordance with Exhibit A attached to the Rate and Method, at the reasonable 
discretion of the Board, (ii) each Assessor’s Parcel within a Zone has been and will be classified as 
Taxable Property or Exempt Property, and (iii) each Assessor's Parcel of Taxable Property has been 
and will be classified as Developed Property or Undeveloped Property, all as defined below.   

 
“Taxable Property” means all Assessor’s Parcels that are not Exempt Property.  
 
“Exempt Property” is defined as the following: 
 
• Assessor’s Parcels owned by the State of California, Federal or other local 

governments,  
 
• Assessor’s Parcels which are used as places of worship and are exempt from ad 

valorem property taxes because they are owned by a religious organization,  
 
• Assessor’s Parcels used exclusively by a homeowners' association,   
 
• Assessor’s Parcels with public or utility easements making impractical their 

utilization for other than the purposes set forth in the easement, 
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• Assessor’s Parcels developed or expected to be developed exclusively for non-
residential use, including any use directly servicing any non-residential property, 
such as parking, as reasonably determined by the Community Facilities District, 
and 

 
• any other Assessor’s Parcels at the reasonable discretion of the Community 

Facilities District.  
 
However, the Community Facilities District may not classify an Assessor’s Parcel as 

Exempt Property if such classification would reduce the Acreage of all Taxable Property in a 
given Zone to less than the Minimum Net Taxable Acreage for that Zone, as set forth in the 
Table 3 of the Rate and Method.  Assessor's Parcels which cannot be classified as Exempt 
Property because such classification would reduce the Acreage of Taxable Property to less than 
the Minimum Net Taxable Acreage in a given Zone will continue to be classified as Developed 
Property or Undeveloped Property, as applicable, and will continue to be subject to Special 
Taxes accordingly.  
 

“Developed Property” means all Assessor’s Parcels of Taxable Property for which 
Building Permits were issued on or before May 1 of the prior Fiscal Year, provided that such 
Assessor's Parcels were created on or before January 1 of the prior Fiscal Year and that each 
Assessor's Parcel is associated with a Lot, as determined reasonably by the Community 
Facilities District.  

 
“Undeveloped Property” means all Assessors Parcels of Taxable Property that are not 

classified as Developed Property.   
 
In addition, each Assessor's Parcel of Developed Property will be assigned to a Special Tax 

class based on the Building Square Footage of the Unit as listed on the Building Permit issued for that 
Unit. 

 
Maximum Special Taxes, Assigned Annual Special Tax and Backup Annual Special Tax.  

The Maximum Special Tax for each Zone is defined in the Rate and Method as follows: 
 

Developed Property.  The Maximum Special Tax for a given Zone for any Fiscal Year is 
the greater of (i) the applicable Assigned Annual Special Tax for that Zone or (ii) the applicable 
Backup Annual Special Tax for the applicable Final Subdivision Map for that Zone.   
 

• Assigned Annual Special Tax.  The Assigned Annual Special Tax varies from 
$2,140.00 per Unit to $3,002.00 per Unit, based on the Building Square Footage 
of the Unit.  

 
• Backup Annual Special Tax. The Backup Annual Special Tax for Developed 

Property within a Final Subdivision Map will be the rate per Lot per Zone 
calculated according to the following formula:  

 
• the Assigned Annual Special Tax per acre of Acreage of Undeveloped 

Property in the applicable Zone (as depicted in Table 2 of the Rate and Method), 
multiplied by  

 
• the Minimum Net Taxable Acreage in the applicable Zone (as depicted 

in Table 3 of the Rate and Method), divided by  
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• Lots in the applicable Zone of the Final Subdivision Map.  

 
The Backup Annual Special Tax is subject to adjustment if all or any portion of a Final 
Subdivision Map is changed or modified, as set forth in the Rate and Method.  
 
Undeveloped Property. The Maximum Special Tax in a given Zone for any Fiscal Year is 

the Assigned Annual Special Tax for the applicable Zone, which varies from $38,526.01 per 
acre of Acreage in Zone A to $55,309.26 per acre of Acreage in Zone D. 
 
Annual Special Tax Remainder.  In each Fiscal Year in which proceeds of Annual Special 

Taxes levied on Developed Property are greater than the Minimum Annual Special Tax Requirement, 
the difference will be used by the School District for acquisition, construction or financing school 
facilities that will benefit the residents of the Community Facilities District as determined by the School 
District, in accordance with the Act and other applicable law. 

 
Method of Apportionment.  Under the Rate and Method, the Community Facilities District will 

levy Annual Special Taxes each Fiscal Year, beginning with Fiscal Year 2009-10, as follows: 
 
Step One: The Community Facilities District will Proportionately levy an Annual 

Special Tax on each Assessor’s Parcel of Developed Property up to the Assigned Annual 
Special Tax applicable to each such Assessor’s Parcel to satisfy the Minimum Annual Special 
Tax Requirement For Developed Property.  

 
Step Two: If the sum of the amounts to be levied in step one will be insufficient to 

satisfy the Minimum Annual Special Tax Requirement, then the Community Facilities District will 
also Proportionately levy an Annual Special Tax on each Assessor’s Parcel of Undeveloped 
Property, up to the Maximum Special Tax applicable to each such Assessor’s Parcel, to satisfy 
the Minimum Annual Special Tax Requirement.  

 
Step Three: If the sum of the amounts to be levied pursuant to steps one and two will 

be insufficient to satisfy the Minimum Annual Special Tax Requirement, then the Community 
Facilities District will, instead of the amounts levied pursuant to step one, and in addition to the 
amounts levied pursuant to step two, Proportionately levy an Annual Special Tax on each 
Assessor’s Parcel of Developed Property, up to the Maximum Special Tax applicable to each 
such Assessor’s Parcel, to satisfy the Minimum Annual Special Tax Requirement.  

 
Full Prepayment of Annual Special Taxes.  The Annual Special Tax obligation of an 

Assessor’s Parcel of Developed Property or an Assessor’s Parcel of Undeveloped Property for which a 
Building Permit has been issued may be prepaid in full, provided that the terms set forth under the Rate 
and Method are satisfied, including (among others) the following conditions:  

 
• Any property owner prepaying his or her Annual Special Tax obligation must also 

pay all delinquent Special Taxes, interest and penalties owing on the Assessor's Parcel on 
which payment is being made, if any.  

 
• No prepayment will be allowed unless the amount of Annual Special Taxes that 

may be levied on Taxable Property after such prepayment, net of Administrative Expenses, will 
be at least 1.1 times the regularly scheduled annual interest and principal payments in each 
future Fiscal Year on all Bonds that would remain outstanding after a portion of the 2009 Bonds 
are redeemed with such prepayment.  
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• No prepayment will be allowed unless such prepayment will not impair the 

security of all currently outstanding Bonds, as reasonably determined by the Community 
Facilities District.  This determination will include identifying all Assessors’ Parcels that are 
expected to become Exempt Property.  
 
The Prepayment Amount is generally calculated as the present value of the current and future 

Special Taxes applicable to the parcel being prepaid, less a credit for the corresponding reduction in 
the reserve requirement for the Bonds, plus the fees and administrative expenses of the Community 
Facilities District associated with the prepayment, all as set forth in further detail in APPENDIX B.  

 
Partial Prepayment of Annual Special Taxes. The Annual Special Tax obligation of an 

Assessor's Parcel may be partially prepaid, provided that the terms set forth under the Rate and 
Method are satisfied, including (among others) the following conditions:  

 

• There are no delinquent Special Taxes, penalties, or interest charges 
outstanding with respect to such Assessor’s Parcel at the time the Annual Special Tax 
obligation would be prepaid. 

 
• Prior to the issuance of the first Building Permit for the construction of a 

production Unit on a Lot within a Final Subdivision Map area, the owner of no less than all the 
Taxable Property within such Final Subdivision Map area may elect in writing to the Community 
Facilities District to prepay a portion of the Annual Special Tax obligations for all the Assessor’s 
Parcels within such Final Subdivision Map area, as calculated in the Rate and Method.  The 
partial prepayment of each Annual Special Tax obligation must be collected prior to the 
issuance of the first Building Permit with respect to each Assessor's Parcel.  

 
• No partial prepayment will be allowed unless the amount of Annual Special 

Taxes that may be levied on Taxable Property after such partial prepayment, net of 
Administrative Expenses, is at least 1.1 times the regularly scheduled annual interest and 
principal payments in each future Fiscal Year on all Bonds that would remain outstanding after a 
portion of the Bonds are redeemed with such partial prepayment.  

 
The Partial Prepayment Amount is calculated as the Prepayment Amount determined for full 

prepayment of Special Taxes, as set forth above, multiplied by the percent by which the owner of the 
Assessor’s Parcel is partially prepaying the Annual Special Tax obligation, all as set forth in further 
detail in APPENDIX B. 

 
Claims.  Any property owner claiming that the amount or application of the Special Tax levied in 

a Fiscal Year is not correct may file a written claim with the Community Facilities District not later than 
12 months after having paid the first installment of the Special Tax that is disputed.  In order to be 
considered sufficient, any claim must: (i) specifically identify the property by address and Assessor's 
Parcel Number; (ii) state the amount in dispute and whether it is the whole amount or only a portion of 
the Special Tax; (iii) state all grounds on which the property owner is disputing the amount or 
application of the Special Tax, including a reasonably detailed explanation as to why the amount or 
application of such Special Tax is incorrect; (iv) include all documentation, if any, in support of the 
claim; and (v) be verified under penalty of perjury by the person who paid the Special Tax or his or her 
guardian, executor or administrator. A representative(s) of the Community Facilities District (a 
"Representative") will promptly review the claim, and if necessary, meet with the property owner, 
consider written and oral evidence regarding the amount of the Special Tax, and rule on the claim.  The 
decisions of the Representative will be final and binding.  If the Representative's decision requires that 
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the Special Tax for an Assessor’s Parcel be modified or changed in favor of the property owner, a cash 
refund will not be made (except for the last year of levy), but an adjustment will be made to the Annual 
Special Tax on that Assessor’s Parcel in the subsequent Fiscal Year(s) as the Representative's 
decisions indicates. 

 
Duration of Special Tax Levy.  Annual Special Taxes will be levied until the last series of 

Bonds are paid in full, provided that Annual Special Taxes will not be levied after Fiscal Year 2050-51. 
 
Manner of Collection.  The Annual Special Tax will be collected in the same manner and at the 

same time as ordinary ad valorem property taxes, provided, however, that the Community Facilities 
District may collect Annual Special Taxes at a different time or in a different manner if necessary to 
meet its financial obligations, including the ability to direct bill the properties in Improvement Area No. 3 
of the Community Facilities District. 

 
Covenant to Foreclose 

 
Sale of Property for Nonpayment of Taxes.  The Fiscal Agent Agreement provides that the 

Special Taxes are to be collected in the same manner as ordinary ad valorem property taxes are 
collected and, except as provided in the special covenant for foreclosure described below and in the 
Act, is to be subject to the same penalties and the same procedure, sale and lien priority in case of 
delinquency as is provided for ad valorem property taxes.  Under these procedures, if taxes are unpaid 
for a period of five years or more, the property is subject to sale by the County. 

 
Foreclosure Under the Act.  Under Section 53356.1 of the Act, if any delinquency occurs in 

the payment of the Special Tax, the Community Facilities District may order the institution of a Superior 
Court action to foreclose the lien therefor within specified time limits.  In such an action, the real 
property subject to the unpaid amount may be sold at judicial foreclosure sale.   

 
Such judicial foreclosure action is not mandatory.  However, the Community Facilities District 

has agreed in the Fiscal Agent Agreement that, on or about March 1 and July 1 of each Fiscal Year, the 
Community Facilities District will compare the amount of Special Taxes levied in Improvement Area No. 
3 of the Community Facilities District to the amount of Special Taxes reported to the District as received 
by the County, and proceed as follows:  

 
Individual Delinquencies.  If the Community Facilities District determines that (i) any 

single parcel in Improvement Area No. 3 is subject to a Special Tax delinquency in the 
aggregate amount of $5,000 or more, or (ii) any owner owns one or more parcels subject to a 
Special Tax delinquency in an aggregate amount of $5,000 or more, then the Community 
Facilities District will send or cause to be sent a notice of delinquency (and a demand for 
immediate payment) to the property owner within 45 days of such determination, and (if the 
delinquency remains uncured) foreclosure proceedings will be commenced by the Community 
Facilities District within 90 days of such determination to the extent permissible under applicable 
law. 
 

Aggregate Delinquencies.  If the Community Facilities District determines that the total 
amount of delinquent Special Taxes for the prior Fiscal Year for Improvement Area No. 3 of the 
Community Facilities District (including the total of individual delinquencies described above) 
exceeds 5% of the total Special Taxes due and payable for the prior Fiscal Year, the 
Community Facilities District will notify or cause to be notified property owners who are then 
delinquent in the payment of Special Taxes (and demand immediate payment of the 
delinquency) within 45 days of such determination, and will commence foreclosure proceedings 
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within 90 days of such determination against each parcel of land within Improvement Area No. 3 
of the Community Facilities District with a Special Tax delinquency.  
 
Sufficiency of Foreclosure Sale Proceeds; Foreclosure Limitations and Delays.  No 

assurances can be given that the real property subject to a judicial foreclosure sale will be sold or, if 
sold, that the proceeds of sale will be sufficient to pay any delinquent Special Tax installment.  The Act 
does not require the Community Facilities District to purchase or otherwise acquire any lot or parcel of 
property foreclosed upon if there is no other purchaser at such sale.  

 
Section 53356.6 of the 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 the consent of the owners of 75% of the outstanding Bonds is obtained.  
However, under Section 53356.5 of the Act, the Community Facilities District, as judgment creditor, is 
entitled to purchase any property sold at foreclosure using a “credit bid,” where the Community 
Facilities District could submit a bid crediting all or part of the amount required to satisfy the judgment 
for the delinquent amount of the Special Taxes.  If the Community Facilities District becomes the 
purchaser under a credit bid, the Community Facilities District must pay the amount of its credit bid into 
the redemption fund established for the Bonds, but this payment may be made up to 24 months after 
the date of the foreclosure sale.  

 
Foreclosure by court action is subject to normal litigation delays, the nature and extent of which 

are largely dependent on the nature of the defense, if any, put forth by the debtor and the Superior 
Court calendar.  In addition, the ability of the Community Facilities District to foreclose the lien of 
delinquent unpaid Special Taxes may be limited in certain instances and may require prior consent of 
the property owner if the property is owned by or in receivership of the Federal Deposit Insurance 
Corporation (the “FDIC”).  See “BOND OWNERS' RISKS - Bankruptcy and Foreclosure Delays.” 

 
No Teeter Plan.  Because the County has not elected to follow the procedures of the “Teeter 

Plan” (which is the County's Alternative Method of Distribution of Tax Levies and Collections and of Tax 
Sale Proceeds, as provided for in Section 4701 et seq. of the California Revenue and Taxation Code), 
collections of Special Taxes will reflect actual delinquencies. 

 
Special Tax Fund 

 
Deposits.  Under the Fiscal Agent Agreement, all Special Taxes and other amounts constituting 

Gross Taxes collected by the Community Facilities District at any time (exclusive of (i) Prepaid Special 
Taxes received, which will be deposited into the Prepayment Account of the Special Tax Fund, and (ii) 
Special Taxes relating to property with respect to which a draw has been made on the corresponding 
Letter of Credit, or Cash Deposit, which will be deposited into the Letter of Credit Fund to be used to 
reimburse the Letter of Credit Bank or the Property Owner posting the Letter of Credit or Cash Deposit, 
as the case may be) will be transferred no later than 10 days after receipt thereof to the Fiscal Agent 
and will be held in the Special Tax Fund (except the amount equal to the Administrative Expense 
Requirement), which will be held by the Fiscal Agent for the benefit of the Bondowners.  

 

Disbursements.  The Fiscal Agent will transfer or apply moneys in the Special Tax Fund (other 
than Prepaid Special Taxes) in the following order of priority:   

 
(a) To the Administrative Expense Fund, an amount specified in writing by the 

Community Facilities District, up to the Administrative Expense Requirement of $30,000.  
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(b) To the Interest Account of the Bond Fund, an amount such that the balance in the 
Interest Account one Business Day prior to each Interest Payment Date (taking into account 
amounts on deposit in the Capitalized Interest Subaccount , or if applicable, amounts on deposit 
in the Capitalized Interest Subaccount No. 2) equals the installment of interest due on the 
Bonds on that Interest Payment Date. Monies in the Interest Account will be used for the 
payment of interest on the Bonds as it becomes due. 

 
(c) To the Principal Account of the Bond Fund, an amount up to the amount needed to 

make the principal payment due on the Bonds during the current Bond Year.  
 
(d) To the Sinking Fund Redemption Account of the Redemption Fund, an amount up to 

the amount needed to make the Mandatory Sinking Payments due on the Bonds during the 
current Bond Year.  

 
(e) To the Reserve Fund, the amount, if any, necessary to replenish the Reserve Fund 

to the Reserve Requirement.  
 
(f) Provided all the amounts due in the current Bond Year are funded as described in (b), 

(c), (d) and (e) above, to the extent there are additional Administrative Expenses, to the 
Administrative Expense Fund in the amount specified in writing by the Community Facilities 
District required to bring the balance therein to the amount needed to pay such expenses.  

 
(g) Any remaining Special Taxes and other amounts constituting Gross Taxes will 

remain in the Special Tax Fund subject to the provisions of (h), below.  
 
(h) Any remaining Special Taxes and other amounts constituting Gross Taxes, if any, will 

remain in the Special Tax Fund until the end of the Bond Year.  Provided there are no Special 
Taxes levied or projected to be levied on Undeveloped Property at the end of the Bond Year, 
any remaining funds in the Special Tax Fund not required to cure a delinquency in the payment 
of principal and interest on the Bonds (including payment of Mandatory Sinking Payments due 
during the current Bond Year), to restore the Reserve Fund as provided for in (e), above, or to 
pay current or pending Administrative Expenses as provided for in (a) and (f), above, will be 
deposited in the Surplus School Facilities Fund and used in accordance with the Fiscal Agent 
Agreement and will be free and clear of any lien under the Fiscal Agent Agreement or pledge to 
the Bondowners; provided, any funds required to cure any delinquency described above will be 
retained in the Special Tax Fund and expended or transferred at the earliest possible date.  
 

Prepayment Account of the Special Tax Fund 
 

Prepaid Special Taxes collected by the Community Facilities District (net of any costs of 
collection) will be transferred, no later than 10 days after receipt, to the Fiscal Agent and the 
Community Facilities District will direct the Fiscal Agent to deposit the Prepaid Special Taxes in the 
Prepayment Account of the Special Tax Fund.  The Prepaid Special Taxes will be held in the 
Prepayment Account for the benefit of the Bondowners and will be transferred by the Fiscal Agent to 
the Mandatory Redemption Account of the Redemption Fund to call Bonds on the next date for which 
notice can be given in accordance with the special mandatory redemption provisions as set forth in the 
Fiscal Agent Agreement.   
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Bond Fund 
 

Principal and Interest Accounts.  One Business Day before each Interest Payment Date, the 
Fiscal Agent will withdraw from the Special Tax Fund or the Letter of Credit Fund (if applicable), or the 
Reserve Fund if sufficient moneys are unavailable in the Special Tax Fund or Letter of Credit Fund (if 
applicable), and deposit in the Principal Account and the Interest Account of the Bond Fund an amount 
equal to all of the principal and all of the interest due and payable on Bonds on the ensuing Interest 
Payment Date, less amounts on hand in the Bond Fund (including funds available in the Capitalized 
Interest Subaccount, or if applicable, the Capitalized Interest Subaccount No. 2) available to pay 
principal and interest on such Bonds.  

 
Notwithstanding the foregoing, amounts in the Bond Fund resulting from transfers from the 

Construction Fund pursuant to the Fiscal Agent Agreement will be used to pay the principal of and 
interest on such Bonds prior to the use of any other amounts in the Bond Fund for such purpose. 

 
The Fiscal Agent will apply monies in the Interest Account and Principal Account to the payment 

of interest and principal, respectively, on the Bonds on each Interest Payment Date. 
 
Capitalized Interest Subaccount.  Within the Interest Account of the Bond Fund, the Fiscal 

Agent will establish a Capitalized Interest Subaccount, into which a portion of the proceeds of the 2009 
Bonds will be deposited on the closing date.  The Fiscal Agent will withdraw moneys from the 
Capitalized Interest Subaccount in an amount equal to the corresponding interest payment due on the 
2009 Bonds on March 1, 2009 and September 1, 2009, and will cause such amount to be deposited in 
the Interest Account of the Bond Fund for application on the applicable Interest Payment Date.  After 
the September 1, 2009 Interest Payment Date, any remaining funds in the Capitalized Interest 
Subaccount will be withdrawn and deposited into the Interest Account, and the Capitalized Interest 
Subaccount will be closed. 

 
Capitalized Interest Subaccount No. 2.  Within the Interest Account of the Bond Fund, the 

Fiscal Agent will establish a Capitalized Interest Subaccount No. 2, into which a portion of the proceeds 
of the 2009 Bonds will be deposited on the closing date.   

 
Capitalized Interest Subaccount No. 2 is intended to serve as additional security for the 2009 

Bonds in case the Cash Deposit made by MS Rialto in satisfaction of the Letter of Credit requirement 
(see “– Letter of Credit Fund” below) should become unavailable due to bankruptcy or similar 
proceedings affecting MS Rialto after the Closing Date.   

 
To the extent there are monies on deposit in the Capitalized Interest Subaccount No. 2, the 

Fiscal Agent will withdraw moneys from the Capitalized Interest Subaccount in an amount equal to the 
corresponding interest payment due on the 2009 Bonds on March 1, 2010 and September 1, 2010, and 
will cause such amount to be deposited in the Interest Account of the Bond Fund for application on the 
applicable Interest Payment Date.  After the September 1, 2010 Interest Payment Date, any remaining 
funds in the Capitalized Interest Subaccount will be withdrawn and deposited into the Interest Account, 
and the Capitalized Interest Subaccount will be closed. 

 
The Fiscal Agent will transfer all monies on deposit in the Capitalized Interest Subaccount No. 2 

to the School Facilities Account of the Construction Fund upon receipt of written direction from a District 
Representative, which the Community Facilities District will provide on or about February 15, 2009, 
provided the Initial Cash Deposit deposited by the Master Developer is still on deposit in the Stated 
Amount in the corresponding account of the Letter of Credit Fund. 
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The Community Facilities District intends to provide the Fiscal Agent with a written directive to 
release the moneys in the Capitalized Interest Subaccount No. 2 once the MS Rialto Cash Deposit has 
become “seasoned” beyond the 90-day preference period within the meaning of applicable bankruptcy 
rules, which the Community Facilities District anticipates will occur in mid-February 2009.  

 
Reserve Fund 
 

General.  In order to further secure the payment of principal of and interest on the 2009 Bonds, 
certain proceeds of the 2009 Bonds will be deposited into the Reserve Fund in an amount equal to the 
Reserve Requirement (see “ESTIMATED SOURCES AND USES OF FUNDS”).  Additional deposits 
will be made into the Reserve Fund upon the issuance of any Additional Bonds.  See “THE BONDS – 
Issuance of Future Parity Bonds.” 

 
See “APPENDIX E – Summary of Certain Provisions of the Fiscal Agent Agreement” for a 

complete description of the timing, purpose and manner of disbursements from the Reserve Fund. 
 
Disbursements.  Except as provided in the Fiscal Agent Agreement with respect to certain 

investment earnings, monies in the Reserve Fund will be used solely for the following purposes:  
 

(i) making transfers to the Bond Fund or Redemption Fund to pay the principal of, 
including Mandatory Sinking Payments, and interest on Bonds when due to the extent that 
monies in the Interest Account and the Principal Account of the Bond Fund or monies in the 
Sinking Fund Redemption Account, including any funds drawn from the Letter of Credit Fund, 
are insufficient for this purpose;  

 
(ii) making any required transfer to the Rebate Fund upon written direction from the 

Community Facilities District,  
 
(iii) making any transfers to the Bond Fund or Redemption Fund in connection with 

prepayments of the Special Taxes;  
 
(iv) paying the principal and interest due on Bonds in the final Bond Year, and  
 
(v) application to the defeasance of Bonds in accordance with the Fiscal Agent 

Agreement. 
 
Reserve Requirement.  The “Reserve Requirement” is defined in the Fiscal Agent Agreement 

to mean, as of any date of calculation, an amount equal to the least of the following:   
 

(i) 10% of the original principal amount of the Bonds,  
 
(ii) Maximum Annual Debt Service (defined as the maximum sum obtained for any 

remaining Bond Year prior to the final maturity on the Bonds by totaling the following for each 
Bond Year: (1) the principal amount of all Outstanding Bonds payable in such Bond Year 
whether at maturity or by redemption together with a premium thereon, if any premium is 
payable; and (2) the interest payable on the aggregate principal amount of Bonds Outstanding 
in such Bond Year assuming the Bonds are retired as scheduled,) or 

 
(iii) 125% of average Annual Debt Service on the Bonds.  
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Letter of Credit Fund 
 

Requirement to Provide Letter of Credit or Cash Deposit. As a condition precedent to 
issuance of the 2009 Bonds and prior to the Delivery Date, the District is required to cause each of MS 
Rialto and Lennar Homes to provide one or more Letters of Credit or Cash Deposits, as applicable, in 
the corresponding Stated Amount, naming the Fiscal Agent as beneficiary.  

 
The Fiscal Agent will establish a separate account for (i) any Letters of Credit or Cash Deposits 

provided by MS Rialto and (ii) any Letters of Credit or Cash Deposits provided by Lennar Homes.  
 
The requirements of the Fiscal Agent Agreement regarding the Letters of Credit and Cash 

Deposits are applicable to Lennar Homes and MS Rialto, and to their respective successors and 
assigns (with respect to Undeveloped Property and Developed Property) other than individual 
homeowners of residential assessor’s parcels with record title.  

 
Stated Amount.  The Fiscal Agent Agreement defines the “Stated Amount” of each Letter of 

Credit or Cash Deposit, during the time that a Cash Deposit or Letter of Credit is required to be in place 
under the Fiscal Agent Agreement, as the estimated annual amount of Special Taxes to be levied on 
property in Improvement Area No. 3 (inclusive of the Administrative Expense Requirement, but 
exclusive of the 10% coverage amount related to debt service coverage) owned respectively by MS 
Rialto and Lennar Homes.   

 
The initial Stated Amount for the MS Rialto property is $145,383.28, and the initial Stated 

Amount for the Lennar Homes property is $49,926.11.  The Stated Amounts were determined based on 
the projected Fiscal Year 2009-10 Special Taxes, which will be levied only on the parcels currently 
classified as Developed Property within Improvement Area No. 3.  See “THE COMMUNITY 
FACILITIES DISTRICT – Bonds Sized to Active Planning Areas; Special Tax Revenues and Debt 
Service Coverage” and “PROPERTY OWNERSHIP – Developed Property.” 

 
No Cross Collateralization.  Any Letter of Credit or Cash Deposit provided by MS Rialto will 

secure payment only of Special Taxes levied on property in Improvement Area No. 3 of the Community 
Facilities District secured by such Letter of Credit or Cash Deposit, as set forth in the Fiscal Agent 
Agreement.  Any Letter of Credit or Cash Deposit provided by Lennar Homes will secure payment only 
of Special Taxes levied on the property in Improvement Area No. 3 of the Community Facilities District 
secured by such Letter of Credit or Cash Deposit, as set forth in the Fiscal Agent Agreement.  

 
Duration and Renewal.  A Letter of Credit or Cash Deposit will be in effect until individual 

homeowners are record owners of 80% of the residential assessor’s parcels within Planning Areas 4 
and 5 (Castillo) in Improvement Area No. 3 of the Community Facilities District.   

 
Other Provisions Relating to the Letters of Credit and Cash Deposits.  See “APPENDIX E 

– Summary of Certain Provisions of the Fiscal Agent Agreement” for a complete description of the 
Letter of Credit Fund and other terms and provisions relating to the Letters of Credit and Cash 
Deposits, including provisions regarding recalculation of the Stated Amount, final release of each Letter 
of Credit or Cash Deposit, assessor’s parcel transfers between property owners (including future 
merchant builders, if any), draws on a Letter of Credit or Cash Deposit in the event of Special Tax 
delinquencies, and reimbursements following draws on a Letter of Credit or Cash Deposit.  

 
Letter of Credit Bank Qualification.  The Fiscal Agent Agreement defines the “Letter of 

Credit Bank” as the issuer from time to time of a Letter of Credit and the respective successors and 
assigns of the issuer thereof and any surviving, resulting or transferee banking association or 
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corporation with which, or into which, it may be consolidated or merged or to which it may transfer all of 
its banking business, provided that such entity shall have a minimum rating, at all times during the term 
of the Letter of Credit, of one of the following:  

 
(1) Moody's long-term rating of “A2” and short-term rating of “P-1”; or  
 
(2) S&P long-term rating of “A” and short-term rating of “A-1”; or  
 
(3) Fitch long term rating of “A+” and short-term rating of “F1”;  

 
with any of the foregoing ratings to be evidenced by proof provided by the Letter of Credit Bank to the 
Community Facilities District and the Fiscal Agent in writing.  

 

Compliance with Letter of Credit Requirement 
 

Lennar Homes.  Lennar Homes has satisfied the Letter of Credit requirement with a Letter of 
Credit in the full Stated Amount for its property to be issued by Bank of America, N.A. (“BofA”) prior to 
the closing date.  However, no assurance can be given that Lennar Homes will not substitute a Cash 

Deposit or a Letter of Credit issued by a different bank after the closing date.  

 
BofA is listed on the New York Stock Exchange under the trading symbol “BAC.”  Information 

about BofA is contained in reports filed with the Securities and Exchange Commission and the Federal 
Deposit Insurance Corporation.  Additional information regarding BofA is available on the Internet at 
www.bankofamerica.com.  This Internet address is included for reference only, and the information on 

this Internet site is not a part of this Official Statement and is 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 on this Internet site. 
 

MS Rialto. MS Rialto has satisfied the Letter of Credit requirement with a Cash Deposit 
deposited with the Fiscal Agent.  However, no assurance can be given that MS Rialto will not substitute 

a Letter of Credit for all or a portion of the Cash Deposit after the closing date.  
 

The ability of the Community Facilities District to utilize the Cash Deposit to pay debt service on 

the 2009 Bonds may be limited by bankruptcy, insolvency, or other laws generally affecting creditors’ 

rights.  Bankruptcy of MS Rialto or of a member of MS Rialto could result in a stay of a draw on the 
Cash Deposit pending bankruptcy court approval.  A portion of the proceeds of the 2009 Bonds will be 
deposited in the Capitalized Interest Subaccount No. 2 in order to offset the risk that the MS Rialto 
Cash Deposit could become part of an estate in bankruptcy if MS Rialto were to file for bankruptcy or 
other statutory protection.  The Community Facilities District intends to provide the Fiscal Agent with a 
written directive to release the moneys in the Capitalized Interest Subaccount No. 2 once the MS Rialto 
Cash Deposit has become “seasoned” beyond the 90-day preference period within the meaning of 
applicable bankruptcy rules, which the Community Facilities District anticipates will occur in mid-
February 2009.  See “- Bond Fund - Capitalized Interest Subaccount No. 2” above. 

 

Investment of Moneys in Funds 
 
Moneys in any fund or account created or established by the Fiscal Agent Agreement and held 

by the Fiscal Agent will be invested by the Fiscal Agent in Authorized Investments, as directed in writing 
by the Community Facilities District.  See “APPENDIX E – Summary of Certain Provisions of the Fiscal 
Agent Agreement” for a definition of “Authorized Investments” and other restrictions on the investment 
of moneys in the funds and accounts held under the Fiscal Agent Agreement.   
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THE SCHOOL DISTRICT 
 
The following information relating to the School District is included only for the purpose of 

supplying general information regarding the School District.  Neither the faith and credit nor the taxing 

power of the School District has been pledged to payment of the 2009 Bonds, and the 2009 Bonds will 

not be payable from any of the School District’s revenues or assets.  
 

General Information 
 
The School District is located in the Santa Clarita Valley in the northeastern part of the County, 

and provides public education within an approximately 94 square mile area, serving the City of Santa 
Clarita and the Santa Clarita Valley area.  The administration headquarters of the School District are 
located at 24930 Avenue Stanford, Santa Clarita, California.  For further information on the School 
District see its Internet home page at www.saugus.k12.ca.us.  

 
The School District currently operates 15 elementary schools (grades K through 6th).  As of 

October 1, 2008, Fiscal Year 2008-09 enrollment was 10,484 students. 
 

Administration and Enrollment 
 
The School District is governed by a five-member Board composed of locally elected officials 

who are elected to four-year terms.  Elections for positions to the Board are held in consecutive two-
year cycles, alternating between two and three available positions.  The Board serves as the policy-
making body for the School District, and has delegated the administration of the School District to a 
professional administrative staff headed by the Superintendent.  The Superintendent of the School 
District is responsible for administering the affairs of the School District in accordance with the policies 
of the Board.  The School District also employs an Assistant Superintendent, Business Services.  

 
The names, titles and terms of the current Board members is set forth below: 
 

Board Member Office Term Expires 

Judy Egan Umeck President December 2009 
Paul De La Cerda  Clerk December 2009 
Douglas A. Bryce  Member December 2009 
Rose S. Diaz Member December 2011 
Rose Koscielny Member December 2011 
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The table below sets forth official enrollment figures for the current and prior nine Fiscal Years, 
all as reported to the State of California Department of Education.  

 
Saugus Union School District 

Student Enrollment 
 

 
Fiscal Year 

Student  
Enrollment [1] 

Percentage 
Increase 

1999-00 8,945 4.77% 
2000-01 9,229 3.17 
2001-02 9,575 3.75 
2002-03 10,076 5.23 
2003-04 10,204 1.27 
2004-05 10,533 3.22 
2005-06 10,758 2.14 
2006-07 10,641 (1.09) 
2007-08 10,521 (1.13) 
2008-09 10,484 (0.35) 

    
[1] Represent CBEDS (California Basic Educational Data System) calculations. 
Source: California Department of Education and the School District. 
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THE COMMUNITY FACILITIES DISTRICT 
 

General 
 

Description and Location. The Community Facilities District is located in an unincorporated 
portion of the County, northwest of the City of Santa Clarita.  The Community Facilities District 
encompasses a 966-acre master-planned community known as West Creek/West Hills.  

 
The Community Facilities District contains three Improvement Areas, each of which is 

authorized to levy its own special taxes and to issue its own series of special tax bonds secured by 
those special taxes.  See “THE 2009 BONDS – Authority for Issuance.”  Improvement Area No. 3 
encompasses part of the “West Hills” portion of the master-planned community.  The 2009 Bonds are 
secured only by the Special Taxes levied within Improvement Area No. 3. 

 
Improvement Area No. 3 is located on the northwesterly side of Copper Hill Drive, southwesterly 

of Tesoro Del Valle Drive and extending southwesterly to West Hills Drive.  Land uses surrounding 
Improvement Area No. 3 include: most of the balance of the West Hills community to the south and 
southwest, including the elementary school site under construction, a vacant commercial site and 
vacant single-family lots; undeveloped and hilly land to the northwest, north and east; an apartment 
project under construction to the east; the master-planned community of Tesoro del Valle to the east 
and northeast; and the West Creek portion of the master-planned community to the southeast.  

 
The taxable property in Improvement Area No. 3 of the Community Facilities District is intended 

for development as 399 single-family homes.  See “PROPOSED PROPERTY DEVELOPMENT” below. 
 
See “APPENDIX A – General Information About the City of Santa Clarita and Los Angeles 

County” for demographic and other information regarding the City of Santa Clarita and the County.  The 
boundary map showing the boundaries of the Community Facilities District is attached as APPENDIX J. 

 
Gross and Anticipated Net Taxable Acres.  The property in Improvement Area No. 3 of the 

Community Facilities District currently contains approximately 159 gross acres, of which approximately 
47 net acres are proposed for development as Taxable Property.  Gross acreage includes property that 
is expected to be separately parcelized, developed and conveyed to public agencies or homeowner 
associations as public roads and open space parcels.  Before this property is conveyed, it will be 
taxable as Undeveloped Property pursuant to the Rate and Method.  This property will become exempt 
from the Special Taxes as of the January 1 following the date that such property has been conveyed to 
the applicable public agency or homeowner association, which is expected to occur after final tract 
maps are recorded for each development.   

 
Bonds Sized to Active Planning Areas; Special Tax Revenues and Projected Debt Service 
Coverage 

 
The Rate and Method is structured to produce Special Tax revenues from the Assigned Annual 

Special Tax and the Maximum Special Tax which, when applied to the projected debt service on the 
2009 Bonds and any Additional Bonds, is anticipated to result in a debt service coverage ratio of 110% 
for the life of the 2009 Bonds and Additional Bonds.  

 
The principal amount of the 2009 Bonds has been established so that the Maximum Assigned 

Annual Special Tax revenues generated from two of the six Planning Areas within Improvement Area 
No. 3 containing active home development will be sufficient to result in a debt service coverage ratio of 
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at least 110% for the life of the 2009 Bonds.  Those actively developing Planning Areas are Planning 
Areas 4 and 5 (collectively known as the Castillo neighborhood).  

 
However, under the Rate and Method, all property classified as “Developed Property” will 

receive a special tax levy under the first step of the method of apportionment of the Special Taxes.  
(The Rate and Method defines “Developed Property” generally as property for which building permits 
were issued on or before May 1 of the prior Fiscal Year.)  See “SECURITY FOR THE 2009 BONDS – 
Rate and Method.”  Because certain parcels in two additional Planning Areas, Planning Areas 2 and 3 
(known as the Mosaic neighborhood), are currently classified as Developed Property, they will also be 
subject to the Special Tax levy.  However, Planning Areas 2 and 3 are not currently under active 
development, and all of the Developed Property in Planning Areas 2 and 3 is either undeveloped or 
developed only with a building pad. See “PROPOSED PROPERTY DEVELOPMENT – Current 
Development Status.”  Therefore, the projected Special Tax revenues that could be generated by these 
Planning Areas were not used in establishing the principal amount of the 2009 Bonds. 

 
The table below shows the currently estimated proportionate share of debt service on the 2009 

Bonds for Fiscal Year 2009-10 (the first Fiscal Year in which the Special Taxes will be levied) that each 
Planning Area in Improvement Area No. 3 will bear, based on the projected Special Taxes that will be 
levied for Fiscal Year 2009-10 assuming that only Developed Property will receive a special tax levy 
and that the current status of property development remains unchanged. 

 
Table 1 

Estimated Fiscal Year 2009-10 Share of Debt Service Coverage  
For Each Planning Area  

 

Planning Area Neighborhood 

Total 
Number of 

Lots 

Number of Lots 
Classified as 
Developed  
Property [1] 

Projected Fiscal 
Year 2009-10 

Special Tax Levy [2] 

Estimated Share of 
Fiscal Year 2009-10 

Debt Service [2] 
1A Patina 67 -0- $         -0-    0.00% 
1B Arte 79 -0- -0- 0.00 

2 & 3  Mosaic 111 16 [3]  64,636  13.94 
4 & 5 Castillo [4] 142 132 [3]   398,909   86.06 
Total  399 148 $463,545  100.00% 

    
[1]  Represents parcels classified as “Developed Property” under the Rate and Method, which is generally 

defined as property for which building permits were issued on or before May 1 of the prior Fiscal Year.  
See “SECURITY FOR THE 2009 BONDS – Rate and Method.”  As of November 1, 2008.  See 
“PROPOSED PROPERTY DEVELOPMENT – Current Development Status.”  

[2]  Represents the projected Annual Special Tax levy to satisfy the Minimum Annual Special Tax 
Requirement.  See “SECURITY FOR THE 2009 BONDS – Rate and Method.”  Assumes the Fiscal Year 
2009-10 Special Tax will only be levied on those lots currently classified as Developed Property, and that 
no further building permits will be pulled.  See “PROPOSED PROPERTY DEVELOPMENT – Current 
Development Status.” Of this amount, $30,000 represents the Administrative Expense Requirement, 
which will be transferred to the Administrative Expense Fund and will not be available for debt service.  
See “SECURITY FOR THE BONDS – Special Tax Fund.” 

[3] A portion of these lots are classified as Developed Property because they have received a building permit.  
Although these lots have been graded, and some have been improved with building pads or slabs, they 
are not under current development activities.  Building permits on some of these lots have subsequently 
expired.  See “PROPOSED PROPERTY DEVELOPMENT – Current Development Status.” 

[4] Represents Planning Areas that currently contain development activity, and that were used to establish 
the principal amount of the 2009 Bonds. 

Source: Dolinka Group, LLC. 
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It should be noted that the Community Facilities District may in the future issue Additional Bonds 
for Improvement Area No. 3, on a parity with the 2009 Bonds, upon the satisfaction of the conditions 
contained in the Fiscal Agent Agreement, up to a total combined bond authorization of $25,000,000.  
However, any Additional Bonds will be issued on the condition (among others) that the projected debt 
service coverage on the 2009 Bonds and any Additional Bonds be at least 110%.  See “THE 2009 
BONDS – Authority for Issuance” and “– Issuance of Future Parity Bonds.” 

 
Market Absorption Study 

 
The Market Absorption Study was prepared to provide an estimate of the probable absorption 

schedules for the projected 399 single-family homes in Improvement Area No. 3 of the Community 
Facilities District.  

 
Based on the market assumptions contained therein, the Market Absorption Study projected the 

following absorption rates:  
 

December 31, 2008: There have been 84 homes absorbed, occupied by homeowners, 
as of December 31, 2008. This represents an increase of 18 homes since May 2008, 
when there were 66 homeowners. 
 
2009: 45 homes in Planning Areas 4 and 5 (Castillo), as the market continues its 
adjustment process. 
 
2010: 75 homes, as the real estate market stabilizes, and two more projects, Planning 
Area 1B (Arte) and Planning Areas 2 and 3 (Mosaic), enter the marketplace. 
 
2011: 120 homes, as the market starts to recover, and the final project, Planning Area 
1A (Patina), enters the marketplace. 
 
2012: the remaining 75 homes as the remaining projects are closed-out. 
 

These estimated absorption schedules for the residential projects in Improvement Area No. 3 
are subject to change due to potential shifts in economic/real estate market conditions and/or the 
development strategy by the developer/builder.  In addition, these estimated absorption schedules, 
which represent escrow closings to homeowners, are subject to the Assumptions and Qualifications 
set-forth in the Market Absorption Study. 

 
Neither the Community Facilities District nor the School District makes any representation as to 

the accuracy or completeness of the Market Absorption Study.  The Market Absorption Study is 
attached as APPENDIX D and should be reviewed in its entirety. 

 
Appraised Property Value 

 
The Appraisal.  The Appraisal was prepared to ascertain the aggregate market value of the as-

is condition of the taxable property in Improvement Area No. 3 of the Community Facilities District, 
consisting of the 399 single-family homes proposed to be developed on the property in Improvement 
Area No. 3 of the Community Facilities District.  The estimated market value contained in the Appraisal 
is as of an October 15, 2008, date of value.  The Appraisal was intended to comply with the reporting 
requirements set forth under the Uniform Standards of Professional Appraisal Practice for a Summary 
Appraisal Report, and with the appraisal standard proposed by the California Debt and Investment 
Advisory Commission. 
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Basis for Appraisal and Assumptions.  The property rights appraised were of a fee simple 

interest subject to easements of record and the lien of the Special Taxes.  
 
The Appraisal was based on certain assumptions and limiting conditions set forth in APPENDIX 

C, including the following: (a) the Appraiser received an estimate of the remaining costs (including fees) 
to get the subject lots from their as-is condition to finished lots from Lennar Homes, which were integral 
in the valuation analysis and which the Appraiser relied upon as being reasonably accurate and 
reliable, (b) the Appraiser relied on the Market Absorption Study for the estimated absorption or sell-off 
of the proposed homes to be built in Improvement Area No. 3 of the Community Facilities District, and 
(c) the Appraiser assumed that the full amount of the net proceeds of the 2009 Bonds will fund school 
construction or be a reimbursement for non-school facilities already completed, and will not fund any of 
the remaining “costs to complete” to get all of the subject lots to a finished condition.  

 
As of the October 15, 2008, date of value, the property in Improvement Area No. 3 of the 

Community Facilities District was in the following condition:  
 

Planning Areas 4 and 5 (Castillo): 90 completed homes (including 6 model homes), and 
the remaining 52 lots vacant and in a near-finished condition. 

 
Planning Areas 2 and 3 (Mosaic): slabs had been completed (many months ago) on 8 of 

the lots, and the remaining 103 lots were vacant and in a near-finished condition. 
 

Planning Area 1A (Patina): all 67 lots were vacant and in a near-finished condition. 
 
Planning Area 1B (Arte): all 79 lots were vacant and in a near-finished condition. 
 

Value Estimate.  The Appraiser estimated that, as of the October 15, 2008, date of value, the 
market value of the as-is condition of the taxable property within Improvement Area No. 3 of the 
Community Facilities District (subject to the lien of the Special Taxes) was as follows:  

 
Planning Area Neighborhood Appraised Value  

1A Patina $  7,900,000 
1B Arte 10,720,000 

2 and 3 Mosaic 10,240,000 
4 and 5 Castillo  51,360,000 

 Total: $80,220,000 
 
Valuation Methods.  The Appraiser estimated the value of the property in Improvement Area 

No. 3 of the Community Facilities District using the Sales Comparison Approach for the completed-sold 
and completed-unsold homes, the Cost Approach for the homes under construction, and a static 
residual/discounted cash flow analysis for the vacant lots.  The lots were considered as if in a “finished 
lot” condition (defined as the condition of residential lots in a single-family subdivision for detached 
homes in which the lots are fully improved and ready for homes to be built), then a deduction was made 
for the estimated remaining costs and fees to get the lots from the as-is condition to finished lots.  This 
reflects that the lots have all development entitlements, infrastructure improvements completed, finish 
grading completed, all in-tract utilities extended to the property line of each lot, street improvements 
completed, common area improvements/landscaping (associated with the tract) completed, resource 
agency permits (if necessary), and all development fees paid, exclusive of building permit fees, in 
accordance with the conditions of approval of the specific tract map.   
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The School District and the Community Facilities District make no representation as to the 

accuracy or completeness of the Appraisal.  See APPENDIX C for the Summary Appraisal Report. 

 
Appraised Value to Burden Ratio 

 
The table below shows the projected value to burden ratio for the Taxable Property in 

Improvement Area No. 3 of the Community Facilities District based on the appraised values set forth in 
the Appraisal and the proposed principal amount of the 2009 Bonds.  

 
The principal amount of the 2009 Bonds has been allocated among the Planning Areas based 

on the projected Fiscal Year 2009-10 Special Tax levy, which is anticipated to be levied only on parcels 
currently classified as Developed Property.  See “– Bonds Sized to Active Planning Areas; Projected 
Special Tax Revenues and Debt Service Coverage” above.  

 
No assurance can be given that the amounts shown in this table will conform to those ultimately 

realized in the event of a foreclosure action following delinquency in the payment of the Special Taxes.  

 
Table 2 

Appraised Values and Value to Burden Ratios 
Allocated by Projected Fiscal Year 2009-10 Special Tax Levy 

 

Planning Area Neighborhood 

Total 
Number of 

Lots Appraised Value [1] 
Principal Amount of 

Bonds[2] 
Value to Burden 

Ratio [3]  
2 and 3 Mosaic 111 $ 10,240,000 $   450,388   22.74:1  

4 and 5 Castillo 142  51,360,000  2,779,612   18.48:1  
Subtotal: Planning 

Areas with Developed 
Property  

253 61,600,000 3,230,000  19.07:1  

      
1A Patina 67 7,900,000 N/A N/A 
1B Arte 79 10,720,000 N/A N/A 

      

Total all Planning Areas  399 $80,220,000 $3,230,000  24.84:1  
     
[1] Market value estimated by the Appraiser as of October 15, 2008. 
[2] The principal amount of the 2009 Bonds has been allocated based on each Planning Area’s projected 

share of the Fiscal Year 2009-10 Special Tax levy.  See “– Bonds Sized to Active Planning Areas; 
Projected Special Tax Revenues and Debt Service Coverage” above. 

[3] Actual value-to-lien ratio per Lot may vary. 
Source: Dolinka Group, LLC.  
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Direct and Overlapping Governmental Obligations 
 
Certain local agencies provide public services and assess property taxes, assessments, special 

taxes and other charges on the property in Improvement Area No. 3 of the Community Facilities 
District.  Many of these local agencies have outstanding debt.  The direct and overlapping obligations 
affecting the property in Improvement Area No. 3 of the Community Facilities District as of November 
11, 2008 are shown in the following table.  The table was prepared by National Tax Data, Inc., doing 
business in California as California Tax Data, and is included for general information purposes only.  
The Community Facilities District has not reviewed this report for completeness or accuracy and makes 
no representation in connection therewith.  

Table 3 
Direct and Overlapping Governmental Obligations 

SAUGUS UNION SCHOOL DISTRICT  
IMPROVEMENT AREA NO. 3 OF COMMUNITY FACILITIES DISTRICT NO. 2006-1 

 

I. Assessed Value       

    2008-09 Secured Roll Assessed Value      $121,903,170 

II.  Secured Property Taxes        

Description on Tax Bill  Type Total Parcels Total Levy % Applicable Parcels Levy Amount 

  Combined Ad Valorem Tax Charges   AVALL 2,344,927 $11,783,050,655.84 0.01016% 
394 

 $1,197,618.18 

  LA County Change of Ownership Penalty  PENALTY 5,649 3,217,994.00 0.04009% 2 1,290.00 

  LA County Landscape Lighting District No. 1, Annex A  LLMD 2,691 80,944.80 10.41648% 394 8,431.60 

  LA County Landscape Lighting District No. 4, Zone 69  LLMD 410 444,234.18 44.41072% 394 197,287.62 

  LA County Landscaping and Lighting District  LLMD 186,696 1,222,585.84 0.09856% 241 1,205.00 

  LA County Library Assessments  LIBRARY 460,424 12,564,970.96 0.08557% 394 10,752.26 

  LA County Mosquito Abatement District  VECTOR 1,097,973 8,115,880.52 0.03520% 394 2,856.50 

  LA County Regional Park & Open Space District  1915 2,328,353 80,062,270.43 0.01124% 399 8,999.11 

  LA County Solid Waste Service Charge  TRASH 238,702 1,176,101.22 0.11729% 393 1,379.43 

  LA County Trauma and Emergency Services  PARAMED 2,143,145 233,043,892.87 0.00238% 66 5,557.15 

  Landscape Lighting District No. 4, Zone 77 West Creek Park  LLMD 1,257 159,820.51 19.74924% 394 31,563.34 

  LA County Fire Department Special Tax  SPCLTAX 875,272 59,070,638.05 0.03324% 394 19,634.97 

  LA County Sanitation District No. 32 Sewer Charge  SWR/WTR 67,338 15,948,412.39 0.03479% 31        5,549.00 

  2008-09 TOTAL PROPERTY TAX LIABILITY       $1,492,124.16 

TOTAL PROPERTY TAX AS A PERCENTAGE OF 2008-09 ASSESSED VALUATION   1.22% 

III.  Land Secured Bond Indebtedness       

Outstanding Direct and Overlapping Bonded Debt Type Issued Outstanding % Applicable Parcels Amount 

LA County Regional Park and Open Space District 1915 $510,185,000 $292,065,000 0.01124% 399 $32,828 

Saugus Union School District CFD No. 2006-1 IA No. 3 (1) CFD $0 $0 100.00000% 399       TBD 

TOTAL OUTSTANDING LAND SECURED BOND INDEBTEDNESS (1) (2)    $32,828 

IV.  General Obligation Bond Indebtedness       

Outstanding Direct and Overlapping Bonded Debt Type Issued Outstanding % Applicable Parcels Amount 

 Santa Clarita Community College District Debt Service 2001  GOB $82,105,069 $69,646,682 0.34854% 399 $242,746 

 Santa Clarita Community College District Debt Service 2006  GOB $79,997,270 79,827,270 0.34854% 399 278,229 

 Saugus Union School District Debt Service 1993  GOB $10,199,467 3,945,000 0.84518% 399    33,342 

 Saugus Union School District Debt Service 2002  GOB $47,999,804 36,981,729 0.84518% 399 312,560 

 William S. Hart Union High School District Debt Service 2001  GOB $157,996,106 139,551,106 0.34850% 399 486,329 

TOTAL OUTSTANDING GENERAL OBLIGATION BOND INDEBTEDNESS (2)    $1,353,206 

TOTAL OF ALL OUTSTANDING AND OVERLAPPING BONDED DEBT (2)       $1,386,034 

       
(1) Excludes Mello-Roos Act bonds to be sold. 
(2) Additional bonded indebtedness or available bond authorization may exist but are not shown because a tax was not levied for the referenced fiscal year. 
Source: National Tax Data, Inc.  

 



 

39 

A further discussion of certain direct and overlapping governmental assessments affecting 
various portions of the Community Facilities District is set forth below. 

 
Landscape and Lighting Assessment District #1 (Zone 1A):  The County Department of 

Parks and Recreation has established this assessment to fund the maintenance of common areas and 
median landscaping.  The assessment was initially voter approved and first levied in Fiscal Year 2003-
04.  It increases annually depending on the change in the Consumer Price Index.  The assessment 
rates levied for Fiscal Year 2008-09 are shown in the table below.  

 

Land Use Category 
Dwelling 

Units/Acreage 
EDU Factor 

Equivalent 
Dwelling Units 

Annual Parcel 
Assessment 

Single Family 1,036 d.u. 1.0 1,036.0 $21.40 

Condominium 1,041 d.u. 0.8 832.8 $17.12 

 
Landscape and Lighting Assessment District #4 (Zone 69): The assessment was initially 

voter approved and first levied in Fiscal Year 1979/1980.  The County Department of Parks and 
Recreation has established this assessment to pay for maintenance and operations of street lighting for 
West Creek Canyon Estates.  It increases annually depending on the change in the Consumer Price 
Index.  The assessment levied for Fiscal Year 2008/2009 is $500.73 for a single family home.   

 
Landscape and Lighting Assessment District #4 (Zone 77): The County Department of 

Parks and Recreation has established this assessment to help pay for the maintenance and operations 
of public facilities for West Creek Park.  The assessment was initially voter approved and first levied in 
Fiscal Year 1979-80.  It increases annually based on the change in the Consumer Price Index.  The 
rates at which the assessment is levied for Fiscal Year 2008-09 are listed in the table below. 

 

Land Use 
Category 

Dwelling 
Units/Acreage 

EDU 
Factor 

Equivalent 
Dwelling 

Units 

Annual 
Parcel 

Assessment 

Single Family 1,036 d.u. 1.0 1,036 $80.11 

Condominium 1,041 d.u. 0.8 832.8 $64.09 

 
Los Angeles County Vector Control District. This assessment pays for providing vector 

control and disease surveillance services, the spraying of pesticide into gutters, channels, and storm 
drains for mosquito and pest control in the County.  Voter approval is required to increase this 
assessment.  The cost is calculated by adding the indirect cost shared by all parcels to the direct cost 
per parcel based on the parcel’s land use category.  The rate at which the assessment is levied for 
Fiscal Year 2008-09 is listed in the table below. 

 

Land Use Category 
Base  

Assessment Rate 
Incremental 

Assessment Rate  
Black 
Fly* 

All $3.18/parcel $4.07/acre increment $0.29/parcel 

*Only assessed if applicable 

 
Los Angeles County Library Services Assessment: This assessment increases each year 

by the greater of 2.00% or the Consumer Price Index of the State of California, and was approved by 
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voters in 1997.  This pay-as-you-go assessment is used to fund library facilities for 11 cities and 
unincorporated areas within the County.  The assessment levied for Fiscal Year 2008-09 is $27.29 per 
parcel.  

 
Los Angeles County Solid Waste Assessment:  This assessment was first levied in Fiscal 

Year 1991-92 and can only increase with approval from the County Board of Supervisors.  This annual 
assessment funds various county recycling programs such as composting, curbside recycling and 
public education.  The assessment levied for Fiscal Year 2008-09 is $3.51 per unit.  

 
County of Los Angeles Sanitation District No. 32 Assessment:  This assessment affects 

some but not all of the property within Improvement Area No. 3.  This annual assessment pays to 
construct, operate, and maintain facilities to collect, treat, recycle, and dispose of wastewater and 
industrial wastes.  Any increase in assessment must be approved by the Los Angeles County Board of 
Supervisors.  The assessment levied for Fiscal Year 2008-09 is $179.00 per single family residence. 

 
Los Angeles County Health Services: This assessment affects some but not all of the 

property within Improvement Area No. 3.  The voters of the County approved the assessment on 
November 5, 2002.  The measure was placed on the ballot by the County in recognition of the 
necessity and desirability of providing funding for the countywide system of trauma centers, emergency 
medical Services, and bioterrorism response.  For each fiscal year after Fiscal Year 2003-04, the 
County Board of Supervisors is required to set the rate of tax (by majority vote); however, in any fiscal 
year the rate may be set no higher than 3¢ per square foot, as adjusted by the cumulative increases, if 
any, to the medical component of the Western Urban Consumer Price Index, as established by the 
United States Bureau of Labor Statistics.  If for any fiscal year the Board of Supervisors fails to set the 
rate, the tax shall continue at the same rate as the preceding year. The assessment levied for Fiscal 
Year 2008-09 is $0.0372 per square foot. 

 
Los Angeles County Regional Park and Open Space District: This assessment affects some 

but not all of the property within Improvement Area No. 3.  The voters of the County created the Los 
Angeles County Regional Park and Open Space District (Open Space District) when they approved 
Proposition A in the November 3, 1992, General Election.  Proposition A authorized an annual 
assessment on nearly all of the 2.25 million parcels of real property in the County.  Proposition A 
funded $540,000,000 for the acquisition, restoration or rehabilitation of real property for parks and park 
safety, senior recreation facilities, gang prevention, beaches, recreation, community or cultural facilities, 
trails, wildlife habitats, or natural lands, and maintenance and servicing of those projects.  On 
November 5, 1996, the County’s voters approved another Proposition A to fund an additional 
$319,000,000 of parks and recreation projects and additional funds for maintenance and servicing of 
those projects.  The assessment is more than just a flat rate per unit and is based on a parcel’s size, 
use, and square feet of improvements.  The assessment is apportioned by a formula which fairly 
distributes the assessment among all assessable parcels in proportion to the estimated benefits to be 
received by each parcel from the improvements.  The rates at which the assessment is levied for each 
land use category for Fiscal Year 2008-09 are listed in the table below.  

 
 

Land Use Category Formula  

Vacant properties  
  
 

Vacant parcels are assessed at $33.69 per acre of land.  Land is 
assessed at the actual size, up to a maximum of 2.5 acres.  
Assessment = $33.69 per acre (max 2.5 acres)  
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 Example.  A vacant parcel is 2.7 acres in size.  
Assessment  =  $33.69 / acre  �  2.5 acres (max)  
 Assessment =  $84.23 

Single-family residential parcels are assessed at $33.69 per acre of 
land, plus a flat amount of $14.46.  Land is assessed at the actual 
size, up to a maximum of 2.5 acres.  
Assessment = $33.69 per acre (max 2.5 acres)  +  $14.46  Single-family residences  

  
 Example.  A single-family home is on a 1.35-acre parcel.  

Assessment  =  [ $33.69 / acre  �  1.35 acres ]  +  $14.46  
 Assessment =  $45.48  +  $14.46  
 Assessment =  $59.94 

Multi-family residential parcels with two units are assessed at $33.69 
per acre of land, plus a flat amount of $21.69.  Land is assessed at 
the actual size, up to a maximum of 2.5 acres.  
Assessment = $33.69 per acre (max 2.5 acres)  +  $21.69 

Duplexes  
  
 Example.  A duplex is on a 0.6-acre parcel.  

Assessment  =  [ $33.69 / acre  �  0.6 acres ]  +  $21.69  
 Assessment  =  $20.21  +  $21.69  
 Assessment  =  $41.90 

Multi-family residential parcels with three units are assessed at 
$33.69 per acre of land, plus a flat amount of $21.69.  Land is 
assessed at the actual size, up to a maximum of 2.5 acres.  
Assessment = $33.69 per acre (max 2.5 acres)  +  $32.54  Triplexes  

  
 

Example.  A triplex is on a 2.25-acre parcel.  
  
Assessment  =  [ $33.69 / acre  �  2.25 acres ]  +  $32.54  
 Assessment  =  $75.80  +  $32.54  
 Assessment  =  $108.34 
Multi-family residential parcels with four or more units are assessed 
at $33.69 per acre of land, plus $10.85 per dwelling unit.  Land is 
assessed at the actual size, with no limit to the number of acres that 
can be assessed.  
Assessment = $33.69 per acre (no max)  +  $10.85 per unit  

Multi-family residences  
(4+ units)  
  
 

Example.  An apartment complex with 50 units is on a 4.3-acre 
parcel.  
Assessment  =  [ $33.69 / acre  �  4.3 acres ]  +  [ $10.85 / unit  �  
50 units]  
 Assessment  =  $144.87  +  $542.50  
 Assessment  =  $687.37 

Mobile home park parcels are assessed at $33.69 per acre of land, 
plus $7.23 per dwelling unit.  Land is assessed at the actual size, 
with no limit to the number of acres that can be assessed.  
Assessment = $33.69 per acre (no max)  +  $7.23 per unit  

Single mobile home  
  
 

Example.  A mobile home park with 100 mobile homes is on a 6-
acre parcel.  
Assessment  =  [ $33.69 / acre  �  6 acres ]  +  [ $7.23 / unit  �  100 
units]  
 Assessment  =  $202.14  +  $723.00  
 Assessment  =  $925.14 
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Los Angeles County Fire Department Special Tax: Voters approved this special tax in 1997 

at the following maximum rates: $48.00 for a single family home; $60.63 + $.0063 per square foot for 
multiple family residential property; and $58.10 + $.0392 per square foot for commercial/industrial 
property.  The special tax increases each year by the less of 2.00% or the Consumer Price Index of the 
State of California.  The maximum rate for a single family home is currently $49.93.  This pay-as-you-go 
special tax pays for essential fire suppression and emergency medical services. On August 19, 2008, 
the Board of Supervisors adopted a resolution fixing the 2008-09 tax levy at the same level as the 
2007-08 tax levy, which is described in the table below:   

 
 

Land Use Category Special Tax Rate 

Single Family Residential $49.93 

Mobile Home in Park $24.96 

Multiple Family Residential 
2 or more units less than 4 stories 

$63.07 + $.0064 per sq. ft. 
over 1,555 sq. ft. 

Non-Residential, Commercial/Industrial 
less than 4 stories 

$60.43 + $.0407 per sq. ft. 
over 1,555 sq. ft.* 

High Rise, 4 stories or more 
$73.58 + $.0496 per sq. ft. 

over 1,555 sq ft.* 

Special Use, such as refineries and 
major chemical handlers 

$91.96 + $.0620 per sq. ft. 
over 1,555 sq. ft.* 

Vacant Land — 2 acres or less $12.48 

Vacant Land — more than 2 acres and 
less than or equal to 10 acres 

$16.48 

Vacant Land — more than 10 acres and 
less than or equal to 50 acres 

$32.94 

Vacant land — more than 50 acres $49.93 

*Capped at 100,000 square feet per parcel  
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Estimated Tax Burden on Single Family Home 
 
The following table sets forth the estimated total tax burden on a single family detached unit of 

2,067 building square feet (a home size selected as a conservative representative of the proposed 
single-family homes to be constructed in Improvement Area No. 3 of the Community Facilities District), 
based on estimated tax rates for Fiscal Year 2008-09.  

 
Table 4 

Estimated Fiscal Year 2008-09 Tax Rates 
(Single Family Detached Units  

Containing 2,067 Building Square Feet)  
 

  Percent of Projected 
ASSESSED VALUATION AND PROPERTY TAXES  Total AV Amount 

Estimated Sales Price [1] $524,000   
Homeowner’s Exemption ($7,000)   
Assessed Value [2] $517,000    
    
AD VALOREM PROPERTY TAXES [3]    

General Purpose  1.00000% $5,170.00  
Ad Valorem Tax Overrides    

Unified Schools [4]  0.001517% 7.84 
Elementary Schools  0.029461%  152.31  
High Schools  0.023709%  122.58  
Community College  0.023764%  122.86  
Special Water  0.040000%    206.80  

Total Ad Valorem Property Taxes   1.118451% $5,782.39  
    
ASSESSMENTS, SPECIAL TAXES AND PARCEL CHARGES [5]    

Saugus Union School District CFD No. 2006-1, IA 3   $3,136.00 
Landscape and Lighting Assessment District #1 (Zone 1A)   21.40 
Landscape and Lighting Assessment District #4 (Zone 69)   500.73  
Landscape and Lighting Assessment District #4 (Zone 77)     80.11  
Los Angeles County Street Lighting Assessment   5.00 
LA County Vector Control District        7.25    
LA County Library Assessment     27.29  
LA County Solid Waste Assessment   3.51 
LA County Health Services   76.89 
LA County Sanitation District No. 32 Assessment   179.00 
LA County Regional Park & Open Space District [6]     19.51  
LA County Fire Department           49.93 
Total Assessments, Special Taxes And Parcel Charges   $4,106.63  
    

PROJECTED TOTAL PROPERTY TAXES   $9,889.02  
Projected Total Effective Tax Rate (as % of Sales Price)   1.89% 

[1]   Represents the base home price for a single-family detached home of 2,067 square feet in Planning Areas 4 & 5 (Castillo), as 
set forth in the Appraisal.  

[2]   Assessed value reflects estimated total assessed value for the parcel net of homeowner's exemption. 
[3]  Based on Fiscal Year 2008-09 ad valorem property taxes.  Source: Los Angeles County Auditor Controller's Office. 
[4]  Pursuant to Los Angeles County Auditor-Controller's Office, the "Unified School" ad valorem tax rate was incorrectly included 

on the Fiscal Year 2008-09 property tax bills and should have been included in the “Elementary Schools” ad valorem tax line 
item. 

[5] Based on Fiscal Year 2008-09 assessments and special taxes.  Source: Los Angeles County Auditor Controller's Office. 
[6]  Based on average lot size of 0.15 acre.  
Source:  Dolinka Group, LLC.  
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Mechanic’s Liens 
 
In connection with the construction of certain infrastructure improvements and site work within 

Improvement Area No. 3, Newhall Land engaged certain contractors (directly or indirectly) to provide 
work, labor, or services or supply materials to improve the property within Improvement Area No. 3.  As 
a result of the LandSource Communities bankruptcy filing (see “PROPOSED PROPERTY 
DEVELOPMENT – The Master Developer” below), some of these contractors were not paid in full, and 
some of the unpaid contractors are seeking redress in the bankruptcy court and some have filed 
mechanics’ liens, and some are doing both.  The mechanics’ liens have been filed against and 
constitute liens against certain property within Improvement Area No. 3.  See “PROPOSED 
PROPERTY DEVELOPMENT – Mechanics’ Liens” below for a further description of these mechanics’ 
liens and their potential effect on the continued development and sale of the property in Improvement 
Area No. 3. 

 
Property Tax Collection History 

 
Ad Valorem Property Tax Collection. The following table sets forth the delinquency rate in the 

collection of ad valorem property taxes within Improvement Area No. 3 of the Community Facilities 
District for Fiscal Year 2007-08. 

 
 

2007-08  
Property Tax  

Levy 

Number of 
Parcels 

Subject to 
Levy 

 
 

Amount  
Delinquent 

 
Number of 

Parcels 
Delinquent 

 
 

Percentage 
Delinquent 

$243,069.11 161 $1,576.22 1 0.65% 

     
Source: National Tax Data, Inc. 

 
Other School District Community Facilities Districts.  The School District has previously 

formed and issued bonds with respect to 4 other community facilities districts over property elsewhere 
within the School District boundaries.   The range of Fiscal Year 2007-08 special tax delinquencies for 
those community facilities districts is as follows: 

 
Date Delinquency Rate 

June 30, 2008 7.62% to 17.62%  
October 23, 2008 6.08% to 17.03%  

     
Source: National Tax Data, Inc. 

 
To date, the School District has not drawn on any debt service reserve funds for any of these 

community facilities districts.  
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PROPERTY OWNERSHIP  

 
The information about the Property Owners contained in this Official Statement has been 

provided by representatives of Lennar Homes and MS Rialto and has not been independently 

confirmed or verified by the Underwriter, the School District or the Community Facilities District.  
Neither the Underwriter, the School District nor the Community Facilities District make any 

representation as to the accuracy or adequacy of the information contained in this section.  There may 

be material adverse changes in this information after the date of this Official Statement.  
 

All Property 
 
The table below shows the ownership of the taxable property within Improvement Area No. 3 of 

the Community Facilities District as of November 1, 2008.  
 

Table 5 
Property Ownership 

 
 
 

Property Owner 

Planning  
Area 1A 
Patina 

Planning  
Area 1B 

Arte  

Planning  
Areas 2 & 3 

Mosaic 

Planning  
Areas 4 & 5 
Castillo [4][5] 

 
 

Total 
MS Rialto [1] 67 79 111 42 299 
Lennar Homes [2] 0 0 0 17 17 
GMAC Model Home [3] 0 0 0 2 2 
Individual Homeowners   0   0    0  81  81 

Totals: 67 79 111 142 399 

_________________________ 
[1] Since November 30, 2007, MS Rialto has sold numerous finished lots to Lennar Homes for home 

construction under an option agreement that provided Lennar Homes with the right to acquire lots pursuant 
to a takedown schedule.  Recently, Lennar Homes has reevaluated its schedule for acquiring finished lots 
from MS Rialto.  The revised schedule does not match the schedule contained in the option agreement.  
Lennar Homes and MS Rialto are currently engaged in discussions intended to revise the option agreement 
to reflect the current and future real estate market.  MS Rialto does not currently contemplate building 
homes.  As such, unless a revised option agreement is reached between the parties, MS Rialto will seek to 
sell its finished lots to Lennar Homes or other merchant builders. See “– Current and Anticipated Property 
Ownership” below.  The remaining lots owned by MS Rialto are not currently under contract or option for 
sale or subject to any active home development activities.  See “– Current Development Status” below. 

[2] Represents property intended for the construction of single-family detached homes, which is currently in 
varying stages of development.  See “– Current Development Status” and “– Residential Development and 
Financing Plans” below.  

[3] Represents completed model homes, which are anticipated to be sold to Lennar Homes on March 4, 2009.  
See “– GMAC Model Home Finance, LLC” and “– Current Development Status” below. 

[4] Represents Planning Areas that currently contain development activity, and that were used to establish the 
principal amount of the 2009 Bonds. See “THE COMMUNITY FACILITIES DISTRICT – Bonds Sized to 
Active Planning Areas; Special Tax Revenues and Debt Service Coverage” above. 

[5] From November 1, 2008, through January 20, 2009, Lennar Homes closed escrow on 3 single-family homes 
to individual homeowners and acquired 8 additional finished lots from MS Rialto within Planning Areas 4 and 
5 (Castillo). As of January 20, 2009, of the proposed 142 units within Planning Areas 4 and 5 (Castillo), MS 
Rialto owned 34 finished lots, Lennar Homes owned 22 home sites, GMAC Model Home owned 2 model 
homes, and individual homeowners owned 84 single-family detached homes. 

Source: MS Rialto and Lennar Homes. 
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Developed Property 
 
The table below shows the ownership of the taxable property classified as Developed Property 

under the Rate and Method as of November 1, 2008, which represents the parcels expected to be 
subject to the Special Tax levy for Fiscal Year 2009-10.  The principal amount of the 2009 Bonds has 
been sized based on the projected Special Taxes to be derived only from Planning Areas 4 and 5 
(Castillo), which currently have active home development.  See “THE COMMUNITY FACILITIES 
DISTRICT – Bonds Sized to Active Planning Areas; Special Tax Revenues and Debt Service 
Coverage.”   

 
Table 6 

Property Ownership of Developed Property  
and Projected Share of Fiscal Year 2009-10 Special Tax Levy 

 
 
 

Property Owner 

Planning  
Area 1A 
Patina 

Planning  
Area 1B 

Arte  

Planning  
Areas 2 & 3 

Mosaic 

Planning  
Areas 4 & 5 
Castillo [1] 

 
 

Total 

 
% of 
Total 

MS Rialto        
   Number of Developed Lots -0- -0- 16 32 48 32.43% 
   Projected Special Tax Levy [2] $  -0-  $  -0-  $64,636.31 $94,256.96 $158,893.27 34.28% 
       
Lennar Homes        
   Number of Developed Lots -0- -0- -0- 17 17 11.49% 
   Projected Special Tax Levy [2] $  -0-  $  -0-  $  -0-  $54,565.58 $54,565.58 11.77% 
       
GMAC Model Home        
   Number of Developed Lots -0- -0- -0- 2 2 1.35% 
   Projected Special Tax Levy [2] $  -0-  $  -0-  $  -0-  $6,000.41 $6,000.41 1.29% 
       
Individual Homeowners       
   Number of Developed Lots -0- -0- -0- 81 81 54.73% 
   Projected Special Tax Levy [2] $  -0-  $  -0-  $  -0-  $244,085.74 $244,085.74 52.66% 
       
TOTALS       
   Number of Developed Lots -0- -0- 16 132 148 100.00% 
   Projected Special Tax Levy [2] $  -0-  $  -0-  $64,636.31 $398,908.69 $463,545.00 100.00% 

_________________________ 
[1] Represents Planning Areas that currently contain development activity, and that were used to establish the principal 

amount of the 2009 Bonds.  See “THE COMMUNITY FACILITIES DISTRICT – Bonds Sized to Active Planning 
Areas; Special Tax Revenues and Debt Service Coverage” above. 

[2] Represents the projected Annual Special Tax levy to satisfy the Minimum Annual Special Tax Requirement. 
Source: Dolinka Group, Inc. 
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MS Rialto West Hills CA, LLC 
 
As used in this Official Statement, “MS Rialto” is MS Rialto West Hills CA, LLC, a Delaware 

limited liability company, which is a subsidiary of a joint venture formed by affiliates of Lennar 
Corporation, Morgan Stanley Real Estate Funding II, L.P., the G7 Fund (as defined below), and RLM 
Partners, LLC, as further described below. 

 
Lennar-Morgan Stanley Joint Venture.  On November 30, 2007, Lennar Corporation interests, 

Morgan Stanley Real Estate interests, and RLM Partners, LLC formed a strategic land investment 
venture to acquire, develop, manage, and sell real property for residential development.  The new 
venture is named MSR Holding Company, LLC, a Delaware limited liability company (“MSR Holding”), 
and was formed in November 2007 by the following entities (collectively, the “Members”):  

 
(i) 13 subsidiaries of Lennar Corporation (collectively, the “Lennar Members”), as to an 

approximate 20% ownership interest,  
 
(ii) Morgan Stanley Real Estate Funding II, L.P., a Delaware limited partnership (the 

“Funding II”), as to an approximate 79% ownership interest (a 33.33333% share of which has 
been assigned to the G7 Fund, as defined and as further described below), and  

 
(iii) RLM Partners, LLC, a Delaware limited liability company (the “Rialto Member”), as 

to an approximate 1% ownership interest.  
 
MSR Holding is the 100% owner of MS Rialto Residential Holdings, LLC, a Delaware limited 

liability company (“Holdings Subsidiary”). 
 
Concurrent with the formation of MSR Holding and Holdings Subsidiary, the Lennar Members 

transferred certain land assets from various projects across the United States (collectively, the 
“Communities”) to separate subsidiaries (collectively, the “Project Subsidiaries”).  MS Rialto is one of 
the Project Subsidiaries.  

 
Pursuant to that certain Membership Interest Purchase Agreement, effective as of November 

30, 2007 (the “Purchase Agreement”), Holdings Subsidiary acquired 100% of the membership 
interests of the Project Subsidiaries, including the membership interests in MS Rialto.  The aggregate 
acquisition price for the Project Subsidiaries was $525,000,000, which was below the book value of the 
Communities.  As a result of the acquisition of the Project Subsidiaries, MSR Holding, through its 
subsidiary, Holdings Subsidiary, acquired a diversified portfolio of land assets from Lennar Corporation 
and its affiliates totaling approximately 11,000 home sites in 32 communities located in California, 
Colorado, Florida, Illinois, Maryland, Massachusetts, Nevada, and New Jersey.   

 
The purpose and business of MSR Holding is limited to the following, whether conducted 

directly or operating through Holdings Subsidiary or the Project Subsidiaries: (i) entering into the 
Purchase Agreement and performing the obligations of MSR Holding under the Purchase Agreement 
(and the other agreements contemplated thereby); (ii) acquiring, owning, managing, financing, 
refinancing, selling, and otherwise disposing of the Project Subsidiaries; (iii) acquiring, owning, 
constructing, developing, improving, operating, financing, refinancing, mortgaging, securitizing, leasing, 
renting, selling, and otherwise dealing with and disposing of the Communities; and (iv) conducting all 
activities reasonably necessary or desirable to accomplish the foregoing purposes. 
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On August 15, 2008, Funding II assigned 33.33333% of its ownership interests to a new Morgan 
Stanley investment fund (herein, the “G7 Fund” and together with Funding II, the “Morgan Stanley 
Members”) consisting initially of the following entities:   

 
• Morgan Stanley Real Estate Fund VII Global-F (U.S.), L.P., a Delaware limited 

partnership;  
 
• MSREF VII Global-T Holding II, L.P., a Delaware limited partnership;  
 
• Morgan Stanley Real Estate Fund VII Global-TE (U.S.) II, L.P., a Delaware limited 

partnership; and  
 
• Morgan Stanley Real Estate Fund VII Special Global (U.S.) II, L.P., a Delaware limited 

partnership.   
 

The Morgan Stanley Members collectively own an approximate 79% ownership interest in MSR 
Holding. 

 
Management of MSR Holding.  Management of MSR Holding is governed by an Amended and 

Restated Operating Agreement of MSR Holding, effective as of November 30, 2007, by and among the 
Members, as amended by a First Amendment effective as of August 15, 2008, and a Second 
Amendment effective as of October 22, 2008 (collectively, the “Operating Agreement”), under which 
the powers of MSR Holding will be exercised by or under the authority of, and the business and affairs 
of MSR Holding will be managed by, the Members acting through their designated representatives on a 
committee (the “Executive Committee”).   

 
The Executive Committee is initially comprised of eight individuals.  The Morgan Stanley 

Members appoint half (initially four) of the members of the Executive Committee and the Lennar 
Members appoint the other half (initially four) of the members of the Executive Committee.  The 
Executive Committee is currently composed of Jon Jaffee, Emile Haddad, Richard Beckwitt, Jeffrey 
Krasnoff, Amy Price, Michael Franco, Joshua Myerburg and Greg Mix. 

 
The Executive Committee has responsibility for establishing policies and operating procedures 

with respect to the business and affairs of MSR Holding and for making all decisions as to all matters 
that MSR Holding has the authority to perform.   

 
The responsibilities for the day-to-day operations of MSR Holding set forth in the Operating 

Agreement or as set forth in MSR Holding’s business plan will be performed by the Venture Coordinator 
(the “Venture Coordinator”).  The Venture Coordinator may be one of the Members or an individual 
that is an affiliate of a Member designated by the Executive Committee to act in an administrative 
and/or managerial role with regard to MSR Holding and to implement the decisions of the Executive 
Committee.  The initial Venture Coordinator is the Rialto Member.  In addition to such other duties set 
forth in the Operating Agreement, the Venture Coordinator will be responsible for carrying out MSR 
Holding’s duties in connection with the construction and development of the Communities, in conformity 
with plans and specifications as approved by the Executive Committee and consistent with MSR 
Holding’s business plan. 

 
Under the Operating Agreement, for matters regarding the Option Agreement (as defined 

below), the Morgan Stanley Members have the unilateral right, on behalf of MSR Holding, to make all 
decisions and take all actions that MSR Holding may have under the Purchase Agreement, and the 
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members of the Executive Committee appointed by the Morgan Stanley Members have sole control, on 
behalf of MSR Holding, over such matters. 

 
The Morgan Stanley Members.   
 

Funding II.  Morgan Stanley Real Estate Funding II, L.P., is a Delaware limited 
partnership that was formed in February 2007 and whose general partner is Morgan Stanley 
Real Estate Funding II, Inc.  

 
The G7 Fund.  Three of the four funds that initially make up the G7 Fund are Morgan 

Stanley Real Estate Fund VII Global-F (U.S.), L.P., Morgan Stanley Real Estate Fund VII 
Global-TE (U.S.) II, L.P., and Morgan Stanley Real Estate Fund VII Special Global (U.S.) II, L.P.  
Each of these funds is a Delaware limited partnership whose general partner is MSREF VII 
Global-GP, L.L.C., a Delaware limited liability company.  The fourth fund that initially makes up 
the G7 Fund is MSREF VII Global-T Holding II, L.P., which is a Delaware limited partnership 
whose general partner is MSREF VII Global-GP, L.P., an Alberta, Canada limited partnership, 

 
The Rialto Member.  RLM Partners, LLC, is a Delaware limited liability company that was 

formed on November 27, 2007, and whose sole member is Mr. Jeffrey R. Krasnoff.  Mr. Krasnoff is the 
former President and Chief Executive Officer of LNR Property Corporation.  The Rialto Member is 
currently the Venture Coordinator for MSR Holding.  
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Organizational Chart.  A chart depicting the organizational structure of MSR Holding, its 
affiliates and subsidiaries, is shown below. 
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History of Property Tax Payments; Loan Defaults; Litigation; and Bankruptcy.  In 

connection with the issuance of the 2009 Bonds, an authorized representative of MS Rialto will execute 
a certificate containing the following representations (among others). For purposes of these 
representations, (i) the term “Property” means the property currently owned by MS Rialto  within 
Improvement Area No. 3 of the Community Facilities District and (ii) the term “affiliate” means, 
collectively, (a) MSR Holding, (b) Funding II, (c) Holdings Subsidiary, and (d) to the extent information 
about them could be material to potential investors in their investment decision regarding the 2009 
Bonds (including without limitation information relevant to the proposed development of the property in 
Improvement Area No. 3 of the Community Facilities District, or to MS Rialto’s ability to pay the Special 
Taxes prior to delinquency), the Rialto Member, the Lennar Members, and the G7 Fund.   

 
Breaches or Defaults. To the actual knowledge of the officer signing the certificate, 

neither MS Rialto nor any of its affiliates is currently in material default on any loans, lines of 
credit, agreements, or other contractual or financial obligations, or in breach of any applicable 
law, regulation, judgment or decree, and no event has occurred and is continuing that would 
constitute such a default or breach, the result of which could materially adversely affect the 
ability of MS Rialto:  

 
(i) to acquire, own, develop and sell the Property, as described in this Official 

Statement, 
 
(ii) to pay Special Taxes on the Property (to the extent the responsibility of MS 

Rialto) prior to delinquency,  
 
(iii) to carry on its business as presently conducted and as described in this 

Official Statement, or 
 
(iv) to perform its obligations under the Property Owner Continuing Disclosure 

Certificate.  
 
Special Tax and Assessment Delinquencies.  Except as disclosed below with respect to 

MS Rialto’s affiliate Lennar Homes (see “– Lennar Homes – History of Property Tax Payments; 
Loan Defaults; Litigation; and Bankruptcy”), to the actual knowledge of the officer signing the 
certificate, neither MS Rialto nor any of its affiliates is currently in default in, or has ever 
defaulted to any material extent in, the payment of special taxes or assessments in connection 
with the Community Facilities District or any other community facilities districts or assessment 
districts that was not cured within the fiscal year in which the special tax or assessment was 
levied. 

 
No Litigation. Except as otherwise disclosed in this Official Statement, there is no 

litigation, inquiry, investigation or administrative proceeding of any nature pending against MS 
Rialto (with service of process to MS Rialto having been accomplished), or to the actual 
knowledge of the officer signing the certificate, overtly threatened against MS Rialto, or to the 
actual knowledge of the officer signing the certificate, pending or overtly threatened against any 
affiliate of MS Rialto, in each case which, if successful, could:  
 

(i) materially adversely affect the ability of MS Rialto to acquire, own, develop 
and sell the Property, as described in this Official Statement, 
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(ii) materially adversely affect the ability of MS Rialto to pay Special Taxes on the 
Property (to the extent the responsibility of MS Rialto) prior to delinquency,  

 
(iii) materially adversely affect the ability of MS Rialto to carry on its business as 

presently conducted and as described in this Official Statement,  
 
(iv) materially adversely affect the ability of MS Rialto to perform its obligations 

under the Property Owner Continuing Disclosure Certificate,  
 
(v) challenge, question the validity or enforceability of, or restrain or enjoin the 

performance of, the Special Taxes, the 2009 Bonds, the Resolution of Issuance, the 
Fiscal Agent Agreement, the Property Owner Continuing Disclosure Certificate or the 
Bond Purchase Contract, or  

 
(vi) restrain or enjoin collection of Special Taxes or other sums to be pledged to 

pay the principal of and interest on the 2009 Bonds.  
 

No Bankruptcy. Except as otherwise disclosed in this Official Statement,  
 

(i) MS Rialto and, to the actual knowledge of the officer signing the certificate, its 
affiliates are solvent;  

 
(ii) neither MS Rialto nor, to the actual knowledge of the officer signing the 

certificate, any of its affiliates has filed for bankruptcy or been declared bankrupt in the 
last 10 years; and  

 
(iii) to the actual knowledge of the officer signing the certificate, neither MS Rialto 

nor any of its affiliates has any proceedings pending (with service of process to MS 
Rialto having been accomplished) or overtly threatened in which MS Rialto or any of its 
affiliates may be adjudicated as bankrupt, become the debtor in a bankruptcy 
proceeding, be discharged from any or all of its respective debts or obligations, be 
granted an extension of time to pay its respective debts or obligations, or be granted a 
reorganization or readjustment of its respective debts or obligations.  

 
Lennar Homes of California, Inc. 

 
Ownership Structure. As used in this Official Statement, “Lennar Homes” is Lennar Homes of 

California, Inc., a California corporation, which is based in Aliso Viejo, California, and has been in the 
business of developing residential real estate communities in California since 1995.   

 
Lennar Homes is owned by U.S. Home Corporation, a Delaware corporation (“U.S. Home”), and 

two other entities, Lennar Land Partners Sub, Inc. (7.331% interest) and Lennar Land Partners Sub II, 
Inc. (11.933% interest).  U.S. Home, Lennar Land Partners Sub, Inc. and Lennar Land Partners Sub II, 
Inc. are each wholly-owned by Lennar Corporation.   

 
Lennar Corporation, founded in 1954 and publicly traded under the symbol “LEN” since 1971, is 

one of the nation’s largest home builders, operating under a number of brand names, including Lennar 
Homes, U.S. Home and Greystone Homes in Southern California.  Lennar Homes develops residential 
communities both within the Lennar family of builders and through consolidated and unconsolidated 
partnerships in which Lennar Homes maintains an interest. 
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Current Finances and Operations. In its SEC filing on form 10-Q filed on October 10, 2008 
(for the three months ending August 31, 2008), Lennar Corporation reported a decrease in new home 
orders, including unconsolidated entities, to 3,387 home orders for the three months ended August 31, 
2008, from 5,804 home orders in the three months ended August 31, 2007.  In addition, Lennar 
Corporation reported that revenues from home sales decreased 54% in the third quarter of 2008 to 
$995.7 million from $2.2 billion in 2007. The decline in revenues were reported to be attributed to a 
49% decrease in the number of home deliveries and a 9% decrease in the average sales price of 
homes delivered in 2008. 

 
For Lennar Corporation’s west region (California and Nevada), Lennar Corporation reported a 

decrease in new home orders, including unconsolidated entities, to 870 home orders for the three 
months ended August 31, 2008 from 1,591 home orders, including unconsolidated entities, for the three 
months ended August 31, 2007. This represents approximately a 45% decline in new home orders in 
comparison to the same time period in the prior year. 

 
Lennar Corporation’s fiscal year runs from December 1 to November 30 of each year.  
 
Lennar Corporation also reported signs of a slowing homebuilding industry in many geographic 

markets, including lower new orders and higher cancellation rates. 
 
Additional Information.  Lennar Corporation is subject to the informational requirements of the 

Securities Exchange Act of 1934, as amended, and in accordance therewith files, reports, proxy 
statements and other information with the SEC.  Such filings, particularly the Annual Report on Form 
10-K and its most recent Quarterly Report on  Form 10-Q, may be inspected and copied at the public 
reference facilities maintained by the SEC at 450 Fifth Street, N.W., Washington, D.C.  20549 at 
prescribed rates.  Such files can also be accessed over the internet at the SEC’s website at 
www.sec.gov.  This internet address is included for reference only and the information on the Internet 

site is not a part of this Official Statement and is 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 on the internet site.  Copies of such material can be obtained from the public 
reference section of the SEC at prescribed rates.  In addition, the aforementioned material may also be 
inspected at the office of the NYSE at 20 Broad Street, New York, New York 10005.   

 
Copies of Lennar Corporation’s Annual Report and related financial statements, prepared in 

accordance with generally accepted accounting standards, are available from Lennar Corporation’s 
website at lennar.com.  This internet address is included for reference only and the information on the 
Internet site is not a part of this Official Statement and is 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 on the internet site. 
 
Ratings.  The current ratings on Lennar Corporation’s long-term debt are set forth below.  All 

three rating agencies have downgraded Lennar Corporation’s ratings.  The rating immediately prior to 
the respective downgrade, the current rating, the current outlook, and the date when the ratings were 
last released by the rating agencies, are shown below:  
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Previous Long-

Term Debt Rating 
Current Long-Term  

Debt Rating 
Current 
 Outlook 

Date of 
Ratings 
Release 

Moody’s Ba1 Ba3 Negative 6/9/08 
Standard & Poor’s BB BB- Negative 12/29/08  
Fitch BBB- BB+ Negative 12/12/08  

 
On November 26, 2008, Standard & Poor’s placed the corporate credit and senior unsecured 

debt ratings of Lennar Corporation on CreditWatch with negative implications. On December 29, 2008, 
Standard & Poor’s removed them from CreditWatch.   

 
These ratings reflect only the views of the rating agencies and any desired explanation of the 

significance of these ratings should be obtained from the respective rating agency.  Generally, a rating 
agency bases its rating on the information and materials furnished to it and on investigations, studies 
and assumptions of its own.  There is no assurance these ratings will continue for any given period of 
time or that these ratings will not be revised downward or withdrawn entirely by the rating agencies, if in 
the judgment of the rating agencies, circumstances so warrant.  During the same period, the ratings 
agencies downgraded several of the corporate and debt ratings of Lennar Corporation’s competitors 
and also downgraded the debt ratings associated with certain mortgage-backed securities.   

 
Development Experience. The LA/Ventura Division of Lennar Homes has active development 

operations in Los Angeles County.  During fiscal year 2007-08, the LA/Ventura Division of Lennar 
Homes completed approximately 169 homes, and the LA/Ventura Division of Lennar Homes anticipates 
that it will complete approximately 193 homes in fiscal year 2008-09. 

 
Recent residential developments completed or under development by the LA/Ventura Division 

of Lennar Homes include the following:  
 

Development Location 

Approximate 
Number of 

Homes 
Actual  

Build-out 
Pico Canyon Stevenson Ranch, CA 51 April 2007 

Camino del Lago Castaic, CA 84 Dec. 2007 
Quartz Hill 180A Lancaster, CA 90 Nov. 2006 
Quartz Hill 180B Lancaster, CA 90 Nov. 2006 

Henderson Townhomes Ventura, CA 182 Nov. 2006 
Ventura Saratoga Ventura, CA 74 April 2006 

_________________________ 
Source: Lennar Homes 

 
History of Property Tax Payments; Loan Defaults; Litigation; and Bankruptcy.  In 

connection with the issuance of the 2009 Bonds, an authorized representative of Lennar Homes will 
execute a certificate containing the following representations (among others).  For purposes of these 
representations, (a) the term “Property” means the property currently owned by Lennar Homes within 
Improvement Area No. 3, and (ii) the term “affiliate” means any person directly (or indirectly through 
one or more intermediaries) under managerial control of Lennar Homes, and about whom information 
could be material to potential investors in their investment decision regarding the 2009 Bonds (including 
without limitation information relevant to the proposed development of the property in Improvement 
Area No. 3 of the Community Facilities District, or to Lennar Homes’ ability to pay the Special Taxes 
prior to delinquency), but excludes MS Rialto and LandSource Communities.  See “– Actual and 
Projected Sale of Lots by MS Rialto” below.  
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Breaches or Defaults. To the actual knowledge of the officer signing the certificate, 
neither Lennar Homes nor any of its affiliates is currently in material default on any loans, lines 
of credit, agreements, or other contractual or financial obligations, or in breach of any applicable 
law, regulation, judgment or decree, and no event has occurred and is continuing that would 
constitute such a default or breach, the result of which could materially adversely affect the 
ability of Lennar Homes:  

 
(i) to acquire, own, develop and sell the Property, as described in this Official 

Statement, 
 
(ii) to pay Special Taxes on the Property (to the extent the responsibility of 

Lennar Homes) prior to delinquency,  
 
(iii) to carry on its business as presently conducted and as described in this 

Official Statement, or 
 
(iv) to perform its obligations under the Property Owner Continuing Disclosure 

Certificate.  
 
Special Tax and Assessment Delinquencies.  Except as disclosed below, to the actual 

knowledge of the officer signing the certificate, neither Lennar Homes nor any of its affiliates is 
currently in default in, or has ever defaulted to any material extent in, the payment of special 
taxes or assessments in connection with the Community Facilities District or any other 
community facilities districts or assessment districts that was not cured within the fiscal year in 
which the special tax or assessment was levied.  

 
City of Murrieta CFD No. 2003-4.  Lennar Homes previously owned and 

developed property within Community Facilities District No. 2003-4 (Bluestone/Mapleton) 
of the City of Murrieta (“CFD No. 2003-4”).  CFD No. 2003-4, located approximately 60 
miles north of downtown San Diego, in the County of Riverside, California, issued bonds 
(the “CFD No. 2003-4 Bonds”) in 2004.  For Fiscal Year 2005-06, the special tax was 
levied on 30 parcels in CFD No. 2003-4 and six of such parcels (the “Delinquent 
Parcels”) were delinquent in the amount of $142,388.16, or approximately 60% of the 
total special tax levied in such fiscal year.  As a result of these delinquencies, a draw on 
the reserve fund for the CFD No. 2003-4 Bonds was necessary to make the March 1 and 
September 1, 2006, debt service payments on the CFD No. 2003-4 Bonds. The March 1, 
2007, debt service payment was made without an additional draw on the reserve fund 
for the CFD No. 2003-4 Bonds. Property tax bills for the Delinquent Parcels were sent to 
Lennar Homes as the owner of record according to County Assessor’s records.  
However, Lennar Homes had subdivided the Delinquent Parcels and closed escrow to 
individual homeowners on such subdivided parcels that were now responsible, 
collectively, for the payment of the $142,388.16 in delinquent special taxes.  In August 
2006, the County canceled the six property tax bills for the Delinquent Parcels and 
reissued new tax bills to owners of the newly segregated parcels.  According to CFD 
No. 2003-4’s special tax administrator, other than the Fiscal Year 2005-06 special tax 
delinquency attributed to the Delinquent Parcels for which Lennar Homes was reflected 
as the property owner, Lennar Homes has not been identified as a property owner on 
any of CFD No. 2003-4’s subsequent delinquent tax rolls.  Delinquent special taxes for 
the segregated parcels subsequent to August 2006 were not and are not the 
responsibility of Lennar Homes but rather the individual homeowners of record as of 
such date of delinquencies.   
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City of Lake Elsinore CFD No. 2005-5.  With regard to the property within City of 

Lake Elsinore Community Facilities District No. 2005-5 (Villages at Wasson Canyon), 
Lennar Homes received a letter, dated September 26, 2007, from the County of 
Riverside Treasurer stating that “The 2006-2007 fiscal year property taxes on the above 
referenced subdivision are delinquent. Demand is hereby made for payment of the taxes 
in the amount of $82,993.21 no later than twenty (20) days from the date of this letter. By 
copy of this letter, demand is simultaneously and likewise made on Developers Surety 
and Indemnity Company who guaranteed payment of these taxes.”  At the time of receipt 
of the letter, Lennar Homes was not aware of any delinquencies in property tax 
payments for its property within City of Lake Elsinore Community Facilities District No. 
2005-5 (Villages at Wasson Canyon), but subsequent investigation revealed that such 
taxes were indeed delinquent, and Lennar Homes promptly cured such delinquencies. 

 
In November 2007, a tax bill for a parcel within Improvement Area No. 3 of 

Community Facilities District No. 2005-1 (Perris Valley Vistas) of the City of Perris was 
mailed to Lennar Homes by the County of Riverside.  Prior to the levy of the 2007-08 
taxes, the parcel was subdivided into 75 lots. As of December 10, 2007, 43 of the 75 lots 
had closed escrow to individual homeowners. But, because the County records had not 
yet caught up with the subdivision and sales, taxes for the unsubdivided parcel in the 
amount of $19,079.09 for each of the December 10 and April 10 installments were 
payable on a bill in the name of Lennar Homes. Due to an inadvertent oversight, neither 
the December 10 nor the April 10 installment was paid prior to delinquency. On May 16, 
2008 - immediately upon discovery of the oversight - Lennar Homes paid the entire 
2007-08 Fiscal Year levy for such parcel, including penalties, and will seek 
reimbursement from the individual homeowners to the extent of their liabilities. 
 

No Litigation. Except as otherwise disclosed in this Official Statement, there is no litigation, 
inquiry, investigation or administrative proceeding of any nature pending against Lennar Homes (with 
service of process to Lennar Homes having been accomplished), or to the actual knowledge of the 
officer signing the certificate, overtly threatened against Lennar Homes, or to the actual knowledge of 
the officer signing the certificate, pending or overtly threatened against any affiliate of Lennar Homes, in 
each case which, if successful, could:  

 
(i) materially adversely affect the ability of Lennar Homes to acquire, own, 

develop and sell the Property, as described in this Official Statement, 
 
(ii) materially adversely affect the ability of Lennar Homes to pay Special Taxes 

on the Property (to the extent the responsibility of Lennar Homes) prior to delinquency,  
 
(iii) materially adversely affect the ability of Lennar Homes to carry on its 

business as presently conducted and as described in this Official Statement,  
 
(iv) materially adversely affect the ability of Lennar Homes to perform its 

obligations under the Property Owner Continuing Disclosure Certificate,  
 
(v) challenge, question the validity or enforceability of, or restrain or enjoin the 

performance of, the Special Taxes, the 2009 Bonds, the Resolution of Issuance, the 
Fiscal Agent Agreement, the Property Owner Continuing Disclosure Certificate or the 
Bond Purchase Contract, or  
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(vi) restrain or enjoin collection of Special Taxes or other sums to be pledged to 
pay the principal of and interest on the 2009 Bonds.  

 
No Bankruptcy. Except as otherwise disclosed in this Official Statement,  
 

(i) Lennar Homes and, to the actual knowledge of the officer signing the 
certificate, its affiliates are solvent;  

 
(ii) neither Lennar Homes nor, to the actual knowledge of the officer signing the 

certificate, any of its affiliates has filed for bankruptcy or been declared bankrupt in the 
last 10 years; and  

 
(iii) to the actual knowledge of the officer signing the certificate, neither Lennar 

Homes nor any of its affiliates has any proceedings pending (with service of process to 
Lennar Homes having been accomplished) or overtly threatened in which Lennar Homes 
or any of its affiliates may be adjudicated as bankrupt, become the debtor in a 
bankruptcy proceeding, be discharged from any or all of its respective debts or 
obligations, be granted an extension of time to pay its respective debts or obligations, or 
be granted a reorganization or readjustment of its respective debts or obligations.  

 
GMAC Model Home Finance, LLC 

 
As used in this Official Statement, “GMAC Model Home” is GMAC Model Home Finance, LLC, a 

Delaware limited liability company.   
 
GMAC Model Home entered into an agreement with Lennar Homes whereby GMAC Model 

Home took ownership of 6 completed model homes in Improvement Area No. 3, consisting of 6 
completed model homes in Planning Areas 4 and 5 (Castillo). GMAC Model Homes plans to sell to 
Lennar Homes and Lennar Homes plans to repurchase from GMAC Model Homes, the 6 model homes 
on March 4, 2009. 

 
Option Agreement 

 
General. Lennar Homes and Holdings Subsidiary entered into an Amended and Restated 

Option Agreement, effective as of November 30, 2007, as amended by a First Amendment to Amended 
and Restated Option Agreement (collectively, as amended, the “Option Agreement”).  Under the 
Option Agreement, Lennar Homes has the exclusive right and option, but not the obligation, to 
purchase from the Project Subsidiaries that originally acquired Lennar Homes’s assets, from time to 
time, in multiple closings, home sites in a community according to schedules established by the parties.  
The Option Agreement encompasses both the West Hills Development in Improvement Area No. 3 and 
several other Communities.  

 
A portion of the West Hills Development is the subject of the Option Agreement.  Since the 

Option Agreement was entered into, Lennar Homes has exercised its option to acquire certain lots 
within Improvement Area No. 3 for home development.  See “– Actual and Projected Sale of Lots by 
MS Rialto” below.  

 
Deposit and Remedies for Failure to Exercise.  In connection with the execution of the 

Option Agreement, Lennar Homes paid a deposit of $25,000,000 to Holdings Subsidiary.  The Option 
Agreement provides for the application, return and forfeit of the deposit under various circumstances. 
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Under the Option Agreement, Lennar Homes has no obligation to purchase any home sites (or 
any other portion of the property necessary to allow Lennar Homes to obtain building permits for the 
home sites) and Holdings Subsidiary does not have any remedy under the Option Agreement if Lennar 
Homes fails to acquire the home sites other than to retain a portion of any applicable deposits and to 
terminate the remaining options in the Community in which the options were not exercised in 
compliance with the takedown schedule. 

 
Term of Option Agreement.  The term of the Option Agreement expires on February 28, 2010.   
 
Responsibility for Special Taxes.  During the term of the Option Agreement, Holdings 

Subsidiary will be responsible for the payment of all property taxes (including the Special Taxes) due 
with respect to the home sites it owns prior to closing, and Lennar Homes will be responsible for 
property taxes (and Special Taxes) following the closing of those home sites it acquires.   

 
Current Renegotiation of Option Agreement.  As the result of changing market conditions, 

Lennar Homes has revised its projected takedown and development schedule for Improvement Area 
No. 3, and as a result, Lennar Homes is not in compliance with the takedown schedule contained in the 
Option Agreement with respect to Improvement Area No. 3.  Accordingly, the option held by Lennar 
Homes under the Option Agreement may be terminated by MS Rialto at any time.   

 
MS Rialto and Lennar Homes are in the process of renegotiating the Option Agreement, but no 

guarantee can be given that the parties will reach agreement.   
 
Although Lennar Homes is not currently in compliance with the Option Agreement with respect 

to Improvement Area No. 3, Lennar Homes currently intends to seek to acquire additional lots from MS 
Rialto pursuant to a revised takedown schedule.   

 
MS Rialto is not currently a homebuilder, and currently intends to sell lots in Improvement Area 

No. 3 to Lennar Homes (either under a renegotiated Option Agreement or otherwise) or to other 
merchant builders as market conditions dictate. 

 
Actual and Projected Sale of Lots by MS Rialto 

 
Original Acquisition by MS Rialto. MS Rialto originally acquired a portion of the property in 

Improvement Area No. 3 in November 2007 as part of the formation of MSR Holding and Holdings 
Subsidiary, and the transfer of land assets from Lennar Corporation’s entities across the United States 
to the Project Subsidiaries, including MS Rialto.  See “–MS Rialto West Hills CA, LLC” above.  

 
MS Rialto originally acquired 333 of the 399 lots in Improvement Area No. 3 from Lennar Homes 

(which retained ownership of and carried out home construction on the remaining 66 lots). The 
properties acquired by MS Rialto were in near finished condition as a result of the development efforts 
of Lennar Homes prior to the sale.  The purchase price for the property acquired reflected the market 
value of the property, including all improvements thereon.   

 
Subsequent Transfers.  Subsequently, MS Rialto has resold certain lots in Planning Areas 4 & 

5 (Castillo) to Lennar Homes pursuant to the Option Agreement, and currently anticipates that it will 
continue to sell lots to Lennar Homes or to other homebuilders, all as further set forth in the table 
below.   

 
MS Rialto has not currently entered into any options or other contractual arrangements for the 

sale of the remaining lots it owns within Improvement Area No. 3.  
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Table 7 

Historical and Projected Sales of 
MS Rialto Property 

 

Planning Area Neighborhood 
Total 
Lots  

Lots Originally 
Acquired by  
MS Rialto 

In Nov. 2007 

Lots Resold to 
Lennar Homes 

through  
Nov. 1, 2008 [1] 

Remaining Lots MS 
Rialto Expects to 

Market to 
 Homebuilders  

4 & 5 Castillo 142 76 34 42 [2] [3] 
Subtotals Active Planning Areas:  142 76 34 42 

      
1A Patina 67 67 -0- 67 [4] 
1B Arte 79 79 -0- 79 [4] 

2 & 3 Mosaic 111 111 -0- 111 [4] 
Subtotals Inactive Planning Areas:  257 257 -0- 257 

      
Total  399 333 34 299 

    
[1] Represents lots acquired by Lennar Homes under the Option Agreement, on which Lennar Homes has 

carried out homebuilding and sales activities.  See “– Option Agreement” above and “PROPOSED 
PROPERTY DEVELOPMENT” below. 

[2] Lennar Homes currently anticipates that it may continue to acquire these lots from MS Rialto on terms to 
be agreed upon between Lennar Homes and MS Rialto (see “– Option Agreement” above).  Lennar 
Homes continues its homebuilding operations in Planning Areas 4 & 5 (Castillo) with the expectation that it 
will build out and sell homes on these 42 remaining lots.  See “PROPOSED PROPERTY 
DEVELOPMENT” below.  However, Lennar Homes and MS Rialto are not currently operating under an 
option agreement for the sale of those lots.  If Lennar Homes and MS Rialto do not successfully negotiate 
terms for the purchase of these lots, then MS Rialto may sell these lots to another homebuilder.  

[3] From November 1, 2008, through January 20, 2009, Lennar Homes acquired 8 additional finished lots 
from MS Rialto within Planning Areas 4 and 5 (Castillo).  As of January 20, 2009, MS Rialto owned 34 
finished lots within Planning Areas 4 and 5 (Castillo). 

[4] MS Rialto has not currently entered into any options or other contractual arrangement to sell the 257 lots 
in the inactive Planning Areas to Lennar Homes or any other homebuilders.  

Source: MS Rialto and Lennar Homes.  

 
Lennar Homes currently expects that it will reach agreement with MS Rialto to acquire the 

remaining 42 lots in Planning Areas 4 & 5 (Castillo) shown on the table above.  If and when such an 
agreement is reached, Lennar Homes anticipates that it will acquire those 42 lots on a takedown 
schedule that is consistent with its current plans to develop and sell single-family homes on those lots.  
See “PROPOSED PROPERTY DEVELOPMENT” below. 

 
No assurance can be given that Lennar Homes will acquire any additional lots from MS Rialto.  

To the extent that Lennar Homes does not acquire any lots as currently contemplated, MS Rialto, being 
an investor and not a homebuilder, would likely attempt to sell such lots to another merchant builder, 

but no assurance can be given as to the timing of any such sales. 
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PROPOSED PROPERTY DEVELOPMENT 
 

Current Development Status 
 
General. The taxable property in Improvement Area No. 3 of the Community Facilities District is 

currently in the following stages of development:  
 

• Undeveloped:  undeveloped lots that have not received a building permit  
 
• Developed with only a Building Pad: lots that are considered to be Developed Property 

under the Rate and Method because a building permit was received (whether or not one or 
more of the building permits subsequently expired) and that have been developed with a graded 
building pad or a concrete slab, and which are not currently under active home construction  

 
• Developed and Under Active Construction:  lots that have received a building permit 

and are currently under active home construction  
 
• Completed Homes:  lots with completed homes, representing either homes that have 

been sold to individual homeowners or model homes that are currently owned by GMAC Model 
Home.   
 
The table below sets forth the development status of the property as of November 1, 2008.    
 

Table 8 
Current Development Status 

(November 1, 2008) 
 

 
 

Property Owner 

Planning  
Area 1A 
Patina 

Planning  
Area 1B 

Arte  

Planning  
Areas 2 & 3 
Mosaic [4] 

Planning  
Areas 4 & 5 
Castillo [5][6] 

 
 

Total 
MS Rialto       
   Developed [1] (building pad only)  -0- -0- 16 32 48 
   Undeveloped [2] 67 79 95 10 251 
      
Lennar Homes       
   Developed (completed models) -0- -0- -0- 4 4 
   Developed [1] (active construction) -0- -0- -0- 8 8 
   Developed [1] (building pad only) -0- -0- -0- -0- -0- 
   Undeveloped [2] -0- -0- -0- 5 5 
      
GMAC Model Home [3]      
   Completed models -0- -0- 0- 2 2 
      
Individual Homeowners      
   Completed homes  -0-  -0-   -0-  81  81 

Totals: 67 79 111 142 399 

_________________________ 
[1] Under the Rate and Method, “Developed Property” is defined generally as property for which building permits were 

issued on or before May 1 of the prior Fiscal Year.  See “SECURITY FOR THE 2009 BONDS – Rate and Method.” 
[2] Represents property that is not currently classified as Developed Property under the Rate and Method.  See 

“SECURITY FOR THE 2009 BONDS – Rate and Method.” 
[3] Represents completed model homes, which are anticipated to be repurchased by Lennar Homes on March 4, 2009.  

See “– GMAC Model Home Finance, LLC” above.  
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[4]  Building permits were issued for 16 lots (of which, 8 lots have slabs and 8 lots do not have slabs and are graded and 
in building pad condition). The building permits for the 8 lots in graded building pad condition have expired. For 
purposes of the Rate and Method, all 16 lots are considered Developed Property.   

[5] Represents Planning Areas that currently contain development activity, and that were used to establish the principal 
amount of the 2009 Bonds. See “THE COMMUNITY FACILITIES DISTRICT – Bonds Sized to Active Planning Areas; 
Special Tax Revenues and Debt Service Coverage” above.  Building permits were issued for 32 lots (of which, some 
building permits may have expired) . Concrete slabs were not poured on any of these lots. 

[6] From November 1, 2008, through January 20, 2009, Lennar Homes acquired 8 additional finished lots from MS Rialto 
and closed escrow on 3 single-family homes to individual homeowners within Planning Areas 4 and 5 (Castillo).  As 
of January 20, 2009, of the proposed 142 units within Planning Areas 4 and 5 (Castillo), MS Rialto owned 34 finished 
lots, Lennar Homes owned 22 home sites, GMAC Model Home owned 2 model homes, and individual homeowners 
owned 84 single-family detached homes. 

Source: MS Rialto and Lennar Homes. 

 
Building Permits on Lots not Under Active Development.  Building permits issued by the 

County (which has land use jurisdiction over the property in the Community Facilities District) generally 
are valid for six months after their date of issuance.  A County representative performs a progress 
inspection on lots with outstanding building permits every six months, as a result of which the County 
representative may extend the building permits for another six-month period, or the building permits 
may be deemed to have expired.   

 
Thus far, all of the 48 lots that have received a building permit and are classified as Developed 

Property but have been developed only with a building pad (as shown in the table above) have been 
inspected every six months and the building permits have continued to be extended.  MS Rialto 
currently anticipates that the expiration date of the building permits for these 48 lots will continue to be 
extended by the County through six-month progress inspections.  However, no assurances can be 

given that the County will continue to grant extensions for these building permits, or that some or all of 
the building permits for these 48 lots will not expire before active development can begin.  

 
Under the Rate and Method, a parcel that has been classified as Developed Property following 

the issuance of a building permit will continue to be classified as Developed Property taxed accordingly 
even if the building permit for that parcel expires. 

 
If a building permit is not extended for a given lot, the lot may be subject to additional 

requirements that were implemented after the issuance of the original building permit, such as fee 
increases, increases in set-back requirements, and other land use regulations.  

 
Infrastructure Development and Financing Plans 

 
No assurances can be made that MS Rialto, Lennar Homes, Newhall Land, or any other current 

or future owner of property within Improvement Area No. 3 of the Community Facilities District will have 
the resources, willingness, and ability to successfully complete development activities on the property 

within Improvement Area No. 3 of the Community Facilities District.  No representation is made as to 

the ability (financial or otherwise) of MS Rialto, Lennar Homes, or any other owner of property within 
Improvement Area No. 3 of the Community Facilities District to complete development as currently 

planned.  

 
MS Rialto Development Plans and Onsite Infrastructure Development. As of November 1, 

2008, MS Rialto owns 299 lots in Improvement Area No. 3 of the Community Facilities District, of which 
48 lots are currently in finished lot condition and251 lots are still under development to finished lot 
condition.  
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MS Rialto is currently not a homebuilder, and, as such, would likely attempt to sell finished lots 
not purchased by Lennar Homes to another merchant builder.  

 
In connection with the development of the lots into Finished Lot Condition, MS Rialto is also 

responsible for the development of the onsite infrastructure for the taxable property in Improvement 
Area No. 3 of the Community Facilities District.   

 
MS Rialto Financing Plans.  As described above, MS Rialto is a wholly-owned subsidiary of 

Holdings Subsidiary.  Holdings Subsidiary has funded, and it is anticipated that Holdings Subsidiary will 
continue to fund, all costs associated with the lots that MS Rialto owns in the West Hills Development.  
A portion of those funds will come from an Amended and Restated Loan Agreement, dated February 
20, 2008 (the “Loan”), entered into by and between Holdings Subsidiary and Citigroup Global Markets 
Realty Corp. (the “Lender”). 

 
The Loan amount was $362,500,000 and the proceeds have been and will continue to be used 

by Holdings Subsidiary to fund certain acquisition and improvements costs associated with various 
Communities acquired by Holdings Subsidiary, including the West Hills Development.  The Loan is 
secured by deeds of trust on all of the property owned by Holdings Subsidiary, including the remaining 
lots currently owned by MS Rialto in the West Hills Development.  Individual lots are released from the 
deed of trust as such lots are sold to third parties and the Lender receives the applicable payments.  If 
and when Lennar Homes acquires a lot from MS Rialto, the lien of the deed of trust will be removed 
upon the transfer of such a lot to Lennar Homes. 

 
As of December 31, 2008, the Loan had an outstanding balance of approximately 

$204,021,401.  Loan funds are made available to Holdings Subsidiary on a monthly basis and any 
draws on the Loan are conditioned on the compliance of Holdings Subsidiary with certain conditions 
and covenants of the Loan, including maintaining a loan to value ratio as agreed to by the parties for 
the entire portfolio at all times. 

 
The actual amount of funds that may be made available under the Loan for the West Hills 

Development varies from time to time.  The amount available may increase or decrease based on a 
variety of factors, including: (i) amounts drawn on the Loan, (ii) repayments made on the Loan as the 
result of land sales or otherwise, and (iii) changes to the development budget.   

 
Loan funds available to Holdings Subsidiary at any time are for the projects being financed by 

Holdings Subsidiary as a whole, and not exclusively for the West Hills Development.  In addition, 
amounts that may be available under the Loan for the West Hills Development are subject to 
satisfaction of the various conditions set forth in the Loan.   

 
There can be no guarantee that all or any part of the Loan, as available amounts increase or 

decrease in the future, will be available, in a timely manner or at all, for financing the costs of the West 

Hills Development. 

 
The Loan and the deeds of trust securing the Loan, and any other security instruments, contain 

various events of default.  Those events of default also include events associated with the Communities 
financed by the Loan, including projects unrelated to the West Hills Development.  In the event of a 
default under such agreements, several remedies are available to the aggrieved party, including a 
termination of further credit, acceleration of amounts due (including all amounts under the Loan for all 
projects secured by the Loan), and foreclosure of any property subject to a deed of trust, including the 
property owned by MS Rialto in Improvement Area No. 3 of the Community Facilities District that are 
subject to the Lender’s deed of trust. 
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With respect to the active Planning Areas, as of November 20, 2008, Lennar Homes has paid 

$7,441,518 to MS Rialto for the purchase of 26 lots in Planning Area 4 (Castillo) and 8 lots in Planning 
Area 5 (Castillo).  Lennar Homes intends to acquire the remaining 10 lots at Planning Area 4 (Castillo) 
and the remaining 32 lots at Planning Area 5 (Castillo), subject to price negotiations between MS Rialto 
and Lennar Homes.  The original purchase price for the 10 lots at Planning Area 4 (Castillo) and the 32 
lots at Planning Area 5 (Castillo) were $2,189,910 and $6,991,008, respectively.  As of November 20, 
2008, MS Rialto has spent $957,776 at Planning Area 4 (Castillo) and $303,031 at Planning Area 5 
(Castillo) for site improvements.  MS Rialto estimates that it will incur additional costs of $1,169,889 at 
Planning Area 4 (Castillo) and $1,631,039 at Planning Area 5 (Castillo) for site improvements and fees. 
 A portion of the site improvement costs will be fund by the Loan.   

 
The costs to develop all of the lots in the West Hills Development are payable by MS Rialto.  It 

is contemplated that Holdings Subsidiary will be responsible for paying for the development costs for 
the lots owned by MS Rialto for the West Hills Development.   

 
With respect to the non-active Planning Areas, as of November 1, 2008, MS Rialto has spent 

$334,608 at Planning Area 1A (Patina), $244,181 at Planning Area 1B (Arte), $201,445 at Planning 
Area 2 (Mosaic), and $162,516 at Planning Area 3 (Mosaic) for site improvements.  MS Rialto 
estimates that it will incur additional costs of $2,737,401 at Planning Area 1A (Patina), $3,324,122 at 
Planning Area 1B (Arte), $2,663,121 at Planning Area 2 (Mosaic), and $3,171,703 at Planning Area 3 
(Mosaic) for site improvements and fees.   

 
MS Rialto plans to develop the non-active Planning Areas as market conditions dictate.  The 

revenues derived from the sale of the lots will also depend on market conditions.  
 
No assurance can be given that the sources of financing available to MS Rialto will be sufficient 

to complete property development in the West Hills Development as currently anticipated and as 
described in this Official Statement.  While MS Rialto has made such internal and external financing 

available in the past, there can be no assurance whatsoever of its willingness or ability to do so in the 

future.  MS Rialto has no legal obligation of any kind to make any internal funds or proceeds of lot sales 

available or obtain loans.  Other than pointing out the willingness of MS Rialto to provide internal 
financing in the past, MS Rialto has not represented in any way that it will do so in the future. 

 
Development Management 

 
Lennar Homes has been retained by MS Rialto to conduct the development activities for the 

West Hills Development.  In consideration for its services, Lennar Homes is expected to be paid a fee, 
which will accrue and be paid on a monthly basis, equal to 5% of all hard costs incurred in connection 
with the development of its former Communities, including the West Hills Development in Improvement 
Area No. 3.   

 
While a formal agreement has not yet been finalized, Lennar Homes has been serving as the 

development manager for the West Hills Development, and Holdings Subsidiary has reimbursed, or 
caused to be reimbursed, Lennar Homes for such costs to date.   

 
Newhall Land Infrastructure Obligations 

 
In connection with the sale of property in Improvement Area No. 3 to Lennar Homes (prior to the 

acquisition of the property by MS Rialto), Newhall Land incurred several post-closing obligations that 
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remain to be completed.  Those obligations include (among others) the following related to the West 
Hills Development within Improvement Area No. 3:  

 
Onsite Infrastructure.  The onsite improvements include miscellaneous improvements (street 

cap, sidewalks, landscaping, slopes, retaining and perimeter walls, etc.) estimated as follows:  
 
 

Planning Area 1A (Patina)  $1,248,190 
Planning Area 1B (Arte) 1,310,950 
Planning Area 2 (Mosaic) 514,000 
Planning Area 3(Mosaic) 348,951 
Planning Area 4 (Castillo) 221,151 
Planning Area 5 (Castillo) 159,351 

 
The onsite infrastructure is required on a phase by phase, or lot by lot basis, as such phases 

and lots are developed. 
 
The foregoing costs do not include landscape maintenance which is required until the 

homeowners’ association takes ownership of the landscaped areas.  The landscape maintenance is not 
part of the DIP Financing, and Newhall Land is not paying for the landscape maintenance.  The 
landscaping is currently being maintained by Lennar Homes and MS Rialto. 

 
Offsite Infrastructure.  The offsite improvements include: landscape maintenance of Copper 

Hill Drive (with remaining costs estimated at approximately $318,000); construction of recreation center 
(with remaining costs estimated at approximately $1,626,000); and half the  cost of the pedestrian 
bridge (with remaining costs estimated at approximately $400,000).  

 
Construction of the recreation center in Improvement Area No. 3 and the pedestrian bridge have 

not begun.  Construction of these improvements will not commence until there is significant additional 
home ownership.  The pedestrian bridge and recreation center improvements do not have a required 
completion date.  

 
Financing Plan. None of the landscaping maintenance, pedestrian bridge, or the recreation 

center improvements are budgeted as part of the DIP Financing (see “– The Master Developer” below). 
Due to the LandSource Communities bankruptcy, it is unclear whether Newhall Land will be able to 
finance these improvements.  If Newhall Land cannot finance these improvements, then Lennar 
Homes, MS Rialto, or another merchant builder may be required to complete these improvements as a 
condition to further development of the respective Planning Areas.  

 
No assurances can be made that Newhall Land will complete the improvements as planned.  

Newhall Land is under no obligation to provide continuing disclosure with respect to the information 

about it contained in this Official Statement. 
 

Residential Development and Financing Plans 
 
No assurances can be made that MS Rialto, Lennar Homes, Newhall Land, or any other prior, 

current or future owner of property within Improvement Area No. 3 of the Community Facilities District 
will have the resources, willingness, and ability to successfully complete development activities on the 

property within Improvement Area No. 3 of the Community Facilities District.  No representation is 

made as to the ability (financial or otherwise) of MS Rialto, Lennar Homes, Newhall Land, or any other 
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prior, current or future owner of property within Improvement Area No. 3 of the Community Facilities 

District to complete development as currently planned.  
 
Lennar Homes Residential Development Plan. Lennar Homes currently anticipates that it will 

carry out home development activities on the 17 lots it currently owns and the 42 lots it intends to 
acquire in Planning Areas 4 and 5 (Castillo), and to sell completed homes to individual homeowners, on 
the projected schedule set forth below, all as of November 1, 2008.  

 
No assurance can be given that home construction will be carried out on the schedule and 

according to the plans outlined below, or that Lennar Homes’ construction and sale plans will not 

change after the date of this Official Statement. 
 
Lennar Homes currently has no plans to acquire or carry out home development activities in the 

remaining Planning Areas within Improvement Area No. 3.  
 

Proposed Construction and Sales Schedule 
 

Neighborhood Phase No. of Units 

Begin Production 
Home 

Construction 

First Home 
Sale 

Closings 

Last Home 
Sale 

Closings 
PA 4 & 5 (Castillo) Models 6 Dec. 2006 May 2007 May 2007 

 1 20 Feb. 2007 June 2007 Oct. 207 
 2 20 April 2007 July 2007 March 2008 
 3 20 June 2007 Aug. 2007 Jan. 2008 
 4 8 Dec. 2007 Feb. 2008 June 2008 
 5 8 April 2008 Aug. 2008 Oct. 2008 
 6 8 June 2008 Oct. 2008 Dec. 2008 
 7 10 Oct. 2008 Feb. 2009 April 2009 
 8 8 Feb. 2009 June 2009 Aug. 2009 
 9 8 May 2009 Sept. 2009 Nov. 2009 
 10 8 Aug. 2009 Dec. 2009 Feb. 2010 
 11 8 Nov. 2009 March 2010 May 2010 
 12  10 Feb. 2010 June 2010 Aug. 2010 
 Total 142    

_________________________ 
Source: Lennar Homes 

Proposed Unit Mix 

Neighborhood No. of Units 
No. of  

Model Types 
Approx.  

Square Footage [1] 
Anticipated  

Base Prices [1] 
Castillo (CE 4) 62 6 2,067 – 3,512 $585,000 – $800,000 

Castillo (CE 5) 80 3 2,067 – 2,236 $585,000 – $615,000 

_________________________ 
[1]  All future homes are expected to be built with approximate square footage of 2,067 sq. ft. – 2,473 sq. ft. and with 

anticipated base prices of $509,000 - $550,000.  See “THE COMMUNITY FACILITIES DISTRICT – Appraised 
Property Value” for the base home sale prices used by the Appraiser in preparing the Appraisal.  

Source: Lennar Homes 
 

Lennar Homes Financing Plan. The costs to build homes on the lots owned by Lennar Homes 
and those acquired by Lennar Homes from MS Rialto will be paid by Lennar Homes. Under the 
assumption that Lennar Homes will acquire the remaining 42 lots in Planning Areas 4 and 5 (Castillo), 
Lennar Homes estimates that the costs to construct, market and sell the homes in Planning Areas 4 
and 5 (Castillo), and the sources of funds available to Lennar Homes for these purposes, will be 
approximately as follows:   
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SOURCES   

Home Sales Revenue  $20,614,986 

  Total  $20,614,986 

   

USES   

Land   $8,721,873 

Direct Construction   6,082,356 

Service and Warranty  205,800 

Field Expenses  1,029,000 

Selling and Marketing  1,234,800 

General and Administration  1,029,000 

Property Taxes          73,937 

  Total  $18,376,766 

   

Net Sources over Uses  $ 2,238,200 

_________________________ 
Source: Lennar Homes 

 
Lennar Homes is financing a portion of its development activities in Planning Areas 4 and 5 

(Castillo) in Improvement Area No. 3 through internal sources and intends to use this source of funds 
together with proceeds of future home sales, to finance home construction costs and carrying costs for 
its property in Planning Areas 4 and 5 (Castillo) (including property taxes and the Special Taxes while it 
owns the property) until full sell-out of its proposed single-family residential homes in those Planning 
Areas. Lennar Homes believes that it will have sufficient funds to provide the internal funding needed to 
complete the proposed development in Planning Areas 4 and 5 (Castillo) in Improvement Area No. 3 of 
the Community Facilities District. 

 
Notwithstanding the belief of Lennar Homes that it will have sufficient funds to complete its 

planned development in Planning Areas 4 and 5 (Castillo) in Improvement Area No. 3, no assurance 
can be given that sources of financing available to Lennar Homes will be sufficient to complete the 

property development and home construction as currently anticipated. Further, no assurance can be 

given that Lennar Homes will acquire the remaining 42 lots in Planning Areas 4 (Castillo) and 5 

(Castillo).  While Lennar Homes has made such internal financing available in the past, there can be no 
assurance whatsoever of its willingness or ability to do so in the future.  Neither Lennar Homes nor any 

of its affiliates has any legal obligation of any kind to make any such funds available or to obtain loans.  

Other than pointing out the willingness of Lennar Homes to provide internal financing in the past, 
Lennar Homes has not represented in any way that it will do so in the future.  If and to the extent that 

internal financing and home sales revenues are inadequate to pay the costs to complete Lennar 

Homes’ planned development in Planning Areas 4 and 5 (Castillo) in Improvement Area No. 3 and 

other financing by Lennar Homes is not put into place, there could be a shortfall in the funds required to 
complete the proposed development by Lennar Homes and portions of the project may not be 

developed. 
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Entitlement Status   
 
Subdivision Map Status.  All of the taxable property in Improvement Area No. 3 of the 

Community Facilities District is being developed in accordance with Tract Map No. 52455-02 which was 
recorded with the County in November 2006.  

 
Utilities.  It is expected that utility services for the taxable property in Improvement Area No. 3 

of the Community Facilities District will be provided by the following: 
 
• Water:   Valencia Water Company  
• Sanitary Sewer:  Los Angeles County Sanitation  
• Stormwater Drainage: Los Angeles County 
• Electricity:  Southern California Edison 
 

Environmental Conditions 
 
CEQA Review and Litigation. On July 26, 2005, the County recertified the Environmental 

Impact Report (“EIR”) under the California Environmental Quality Act (“CEQA”) in connection with 
certain development approvals for the West Hills/West Creek Project within the Community Facilities 
District. 

 
On January 30, 2001, two environmental groups, Santa Clarita Organization For Planning the 

Environment and Friends of the Santa Clara River (the “Petitioners”), filed a petition for a writ of 
mandate (entitled “Santa Clarita Organization For Planning The Environment, et al. v. Los Angeles 
County et al., Santa Barbara County Superior Court Case No. 1043805”) in Santa Barbara County.  
The lawsuit was filed against the County, as respondent, and Newhall Land (the party to the Formation 
Agreement with the School District; see “INTRODUCTION – The Community Facilities District”) and 
Valencia Corporation, as real parties in interest, and was brought primarily under CEQA challenging the 
County’s certification of the EIR and its approval of the West Hills/West Creek Project (the "Project").   

 
The County prevailed before the trial court.  Petitioners then appealed the trial court’s ruling, 

and prevailed on one issue before Division Six of the Second District Court of Appeal (in Ventura 
County): the failure of the EIR's cumulative water supplies analysis to distinguish between 
"entitlements" to imported State Water Project ("SWP") water, and actual reliable deliveries of that 
water, which are generally less than the amount of the "entitlement."   

 
Following the February 2003 Court of Appeal decision, the trial court issued a writ of mandate in 

June of 2003, and the County voided its certification of the original EIR in July 2003. In addition, the 
County and Newhall Land agreed to an injunction preventing physical development of the West Hills 
Development until the County had certified the revised EIR.   

 
Although the trial court issued the writ of mandate to compel the County to revise the EIR, the 

trial court refused to void the County's approval of the West Hills Development, even though Petitioners 
requested that it do so; consequently, those approvals were "suspended" pending the County's 
certification of a revised EIR that complied with CEQA.   

 
The County prepared the revised EIR, certified it, and reinstated the West Hills Development 

approvals in July 2005, and, in January 2006, the trial court upheld the County's actions and issued an 
order discharging the writ of mandate.  Following the discharge of the writ of mandate, Newhall Land 
began construction of the Project, including the West Hills Development.   
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On February 17, 2006, Petitioners appealed the trial court's order discharging the writ of 
mandate, which was also heard by Division Six of the Second District Court of Appeal.  By the appeal, 
Petitioners/Appellants challenged the statements in the revised EIR relating to the revised EIR's 
analysis of available water supplies, asking that the Court of Appeal direct the trial court to issue a 
second writ of mandate ordering the County to void its certification of the revised EIR and to further 
revise the revised EIR.   

 
In September 2007, the Court of Appeal upheld the trial court's order and, thereby, upheld the 

County's certification of the revised EIR and reinstated the project approvals.  The Second District 
Court of Appeal decision was issued on November 26, 2007, as a published opinion.   

 
As a consequence of the favorable decision, Newhall Land was able to settle the litigation with 

the Petitioners in January 2008.  The settlement provides that the Petitioners will not file any further 
appeal of the lawsuit and that the West Hills Development may continue as planned. 

 
Environmental and Man-Made Hazards.  The EIR assessed the potential for environmental 

safety issues which may occur on the project site and recommended mitigation measures that would 
reduce potentially significant impacts to below the thresholds of significance.  The EIR identified 16 
abandoned oil wells on the project site that were used for crude oil production.  Newhall Land has 
represented that the mitigation measures set forth in the EIR (including remediation of the sites of the 
abandoned oil wells to the satisfaction of the State and County, and capping the closed wells in 
compliance with Division of Oil and Gas requirements) have been implemented, in all material respects. 

 
Seismic Activity. The EIR notes that, although no known historically active earthquake faults 

traverse the property within Improvement Area No. 3, the San Gabriel Fault (and its associated Alquist-
Priolo Earthquake Fault Zone) is located south of the property.  The EIR further notes that the property 
within Improvement Area No. 3, along with the rest of the Santa Clarita Valley and surrounding areas, 
will be subject to hazards associated with seismic activity.  The EIR concluded that the proposed 
improvements within Improvement Area No. 3 would not be subject to geologic or geotechnical hazards 
if the recommended mitigation measures were implemented during grading.  Newhall Land has 
represented that the mitigation measures set forth in the EIR have been implemented, in all material 
respects. 

 
Jurisdictional Streambeds and Riparian Habitat.  The entitlements obtained in order to allow 

the development of the property in the Community Facilities District (including Improvement Area No. 
3), and specifically certain flood control improvements, drainage improvements, and bridges affecting 
tributaries of the Santa Clara River, include numerous permits and agreements protecting streambed, 
habitat and endangered or threatened species.  These permits and agreements were issued by the 
State Regional Water Quality Control Board, the California Department of Fish and Game, and the U.S. 
Army Corps of Engineers. Newhall Land has represented that the development activities within 
Improvement Area No. 3 have been carried out in accordance with the requirements contained in these 
permits and agreements, and that all mitigation measures set forth in these permits and agreements 
have been implemented, in all material respects. 

 

Offsite Infrastructure Development. 
 
Mass grading and backbone infrastructure improvements for Planning Areas 4 and 5 (Castillo) 

are complete, with the final cap on streets scheduled to be completed in 2010.   
 
With respect to the non-active Planning Areas, Planning Area 1A (Patina) has been graded with 

street improvements (lots are in near-finished condition), Planning Area 1B (Arte) has been graded with 
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street improvements (lots are in near-finished condition), Planning Area 2 (Mosaic) is graded with street 
improvements (concrete slabs are on some lots), and Planning Area 3 (Mosaic) has been graded with 
street improvements (lots are in near-finished conditions).  Street improvements include streets, in-
street utilities (water, sewer, and storm drains), curbs, and gutters but generally exclude sidewalks, 
landscaping, slopes, retaining and perimeter walls, and street cap. 

 
Mechanics’ Liens 

 
General Background.  Mechanics’ lien exist to secure payment to contractors, subcontractors, 

laborers, and suppliers (collectively, “vendors”) who furnished labor or materials to improve property.  If 
any of these vendors are not paid for the services or materials they have provided, the property that 
was improved by the services or materials may be subject to mechanics’ liens.  A mechanics’ lien is the 
vendor’s security used to reach the objective of receiving payment on a contract between the vendor 
and non-paying contracting party (herein, the “debtor”) for services rendered by such vendor.  To 
convert this security into money requires: 

 
A. Timely recordation of a notice and claim of lien (herein, the “mechanics’ lien”) in the county 

recorder’s office in which the work of improvement is located; 
B. Perfection of the recorded notice and claim of lien by the filing of a foreclosure lawsuit in the 

right court; 
C. Timely pursuit of  the lawsuit to judgment; and 
D. Enforcement of that judgment by a mechanics’ lien foreclosure sale. 
 
The earliest date that a mechanics’ lien can be recorded is after the completion of the contract 

in question, but it may be recorded as late as 90 days following completion of the work of improvement 
(regardless of completion of the vendor’s contract itself).  The term “work of improvement” is broadly 
defined in the California Civil Code to mean the entire structure or scheme of improvement as a whole, 
which could mean the completion of the work associated with the West Hills/West Creek project itself. 

 
In general, a vendor has 90 days after the mechanics’ lien is recorded to bring an action to 

foreclose the recorded mechanics’ lien.  To perfect the mechanics’ lien, the vendor must file a 
complaint to foreclose the mechanics’ lien.  A complaint for foreclosure must identify the owner of the 
property in the lawsuit, and it must be filed in the county in which the property is located. After a 
complaint for the foreclosure of a recorded mechanics’ lien has been filed, the contractor’s recording of 
a notice of pendency of the action (known as a “lis pendens”) is the official action that determines 
whether the vendor perfected its lien rights in time in accordance with the statutory requirements.  The 
foreclosure lawsuit is prosecuted in the same manner as any other judicial foreclosure. 

 
There are three exceptions to the 90-day limit to bring an action to foreclose a recorded 

mechanics’ lien. First, if a property owner or debtor needs more time to pay the vendor, an agreement 
(written or oral) between the vendor and the property owner or debtor to extend the 90-day period 
would allow the vendor to bring an action to foreclose a recorded mechanics’ lien beyond the 90-day 
rule.  Any extension of time in which to file an action to foreclose a filed mechanics’ lien endures until 
90 days have elapsed after expiration of the agreed time but in no case longer than one year from the 
date of the completion of the work of improvements. Second, the 90-day time limit in which to file an 
action to foreclose a recorded mechanics’ lien may also be extended by a court order enjoining the 
foreclosure.  Third, the 90-day period will also be extended in the event bankruptcy proceedings for the 
property owner are instituted within that period.  It is unclear if the extension would be applicable if the 
debtor is in bankruptcy but the property upon which the mechanics’ lien is recorded is owned by a party 
not in bankruptcy. 
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The failure to bring an action to foreclose within the 90-day period (or such later period as 
allowed by law) results in the expiration of the mechanics’ lien and the inability to enforce it against the 
property.  However, even if the vendor fails to bring an action to foreclose a recorded mechanics’ lien 
within the 90-day period (or such later period as allowed by law),  the contractor may still record a new 
mechanics’ lien (for the same work or materials) if the relevant period for recording a mechanics’ lien 
has not ended under the applicable statutes.   

 
All mechanics’ liens relate back to the first date the work of improvement commences and all 

are on a parity with each other, regardless of the date of commencement of work for a particular vendor 
or the date upon which the mechanics’ liens are recorded.  Mechanics’ liens are superior to mortgages, 
deeds of trust, liens or other encumbrances that attach after the date the initial work of improvement 
commences.  

 
Title Company Practice with Homebuyers.  In connection with the development of property 

that is encumbered by mechanics’ liens, a title company typically requires a developer to take one of 
several actions in order for the title company to provide a clean policy of title insurance to homebuyers.  
One action that a developer is typically required to take is to enter into an indemnity agreement with the 
title company that guarantees the developer will cover any defense of title costs should the vendor 
attempt to foreclose against the property owned by the homebuyers.   

 
Another action that a developer may be required to take is to post a surety bond which has the 

effect of releasing the mechanics’ lien (a “release bond”). The release bond must have a penal sum 
equal to 1� times the amount of the claim.  Upon posting, the real property described in the release 
bond is released from the lien and from any action brought to foreclose such lien.  The release bond 
serves as security for the lien, and the developer that posts the release bond becomes personally liable 
should the surety not make any required payment.  

 
Finally, a developer may also be required to post cash with the title company, who then 

interpleads the amount with the court.  The interpleader allows the title company to issue a clean policy 
of title insurance to homebuyers.  

 
It is common for title companies to leave a mechanic's lien on title until one year after the 

mechanics’ lien's recording date, unless the lien has otherwise been paid and released or ordered to be 
removed by a court. 

 
Mechanics’ Liens Encumbering Improvement Area No. 3.  In connection with the 

construction of certain infrastructure improvements and site work within Improvement Area No. 3, 
Newhall Land employed several contractors to conduct the work.  The contractors were engaged by 
Newhall Land directly, or indirectly through general contractors, to provide work, labor, or services or 
supply materials to improve the property within Improvement Area No. 3.  As a result of the LandSource 
Communities bankruptcy filing (see “– The Master Developer” below), some of these contractors were 
not paid in full.  Some of the unpaid contractors are seeking redress in the bankruptcy court and some 
have filed mechanics liens, and some are doing both.  

 
The mechanics liens that have been recorded encumber some of the land in Improvement Area 

No. 3, even though all of the land in Improvement Area No. 3 is owned by Lennar or MS Rialto and 
none of it is owned by Newhall Land.   

 
Title reports dated November 10, 2008 and court documents show that there are at least 16 

mechanics’ liens recorded by at least 11 contractors against the real property within Improvement Area 
No. 3.  The total claim of the mechanics’ liens on record is approximately $278,971; however some of 
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the claims have been paid by Newhall Land or Lennar Homes, and the outstanding amount shown on 
the title reports is currently approximately $209,310.  An additional approximately $60,000 in 
mechanics’ liens may have been recorded against the property in Improvement Area No. 3 subsequent 
to the date of the title reports.  

 
• Twelve of the 16 mechanics’ liens had been recorded more than 90 days prior to 

November 1, 2008.  
 
• Of the twelve mechanics’ liens, a claimant for one of the mechanics’ liens, W.D. 

Young & Sons, has commenced legal proceedings against Newhall Land and other entities (but 
not Lennar Homes or MS Rialto) to foreclose on the lien affecting West Creek “C” Recreation 
Center.  According to court documents, a lis pendens related to this action was served on 
Newhall Land on September 17, 2008.  The claimant filed a Partial Dismissal on October 15, 
2008, dismissing Newhall without prejudice from the lawsuit, and a Notice of Withdrawal of Lis 
Pendens was recorded with respect to the West Creek “C” Recreation Center. 

 
• Of the twelve mechanics’ liens, another claimant for one of the mechanics’ liens, 

D.A. McCosker Construction Co., dba Independent Construction Company, has commenced 
legal proceedings against MS Rialto, Lennar Homes, Lennar Communities, Inc., and six 
homeowners, to foreclose on the liens affecting the West Hills development.  The complaint was 
filed on August 12, 2008.  Lennar Homes has agreed to indemnify and defend the homeowners.  
On December 22, 2008, Lennar Homes, MS Rialto, and the other defendants filed an answer to 
the complaint in Los Angeles Superior Court.  

 
• A computerized litigation search in Los Angeles County showed that there have 

not been any foreclosure actions filed for the other 10 mechanics’ liens against any of Lennar 
Homes, MS Rialto, or Newhall Land.  

 
• The four remaining mechanics’ liens were recorded within 90 days before 

November 1, 2008, and the claimants for those mechanics’ liens may initiate a lien foreclosure 
action. Of the four mechanics’ liens, a claimant, D.I. Construction, Inc., has commenced legal 
proceedings against Newhall Land (but not Lennar Homes or MS Rialto) to, among other 
claims, foreclose on the lien affecting Cooper Hill & West Hills Dr., PD 2566, Valencia, California 
91354 (Tract No. 52455-2) and to recover unpaid invoices in the total amount of $159,154.68, 
plus interest and costs.  The mechanics’ lien was filed on August 25, 2008. The complaint was 
filed in Los Angeles Superior Court on November 21, 2008.  Newhall Land has taken the 
position that the filing of the lawsuit violated the automatic stay of the bankruptcy and has 
recently requested that the lawsuit be dismissed. 
 
Impact on Lennar Homes.  With respect to the property owned by Lennar Homes in 

Improvement Area No. 3 that it is developing for sale to homeowners, in order to sell such  property to 
homeowners, Lennar Homes must cause a title company to provide a title insurance policy that covers 
any mechanics’ liens.  North American Title Company, a subsidiary of Lennar Corporation, (“North 
American Title”) is Lennar Homes’ title company of choice.  In connection with Los Angeles County 
projects, Lennar Corporation has a global mechanics’ lien indemnity agreement with North American 
Title (the “Global Indemnity”), wherein Lennar Corporation agrees to indemnify North American Title in 
the event of a title claim based on mechanics’ liens.  In connection with the sale of all homes to 
homebuyers by Lennar Homes to date, North American Title has provided policies of title insurance to 
homeowners without any exception for mechanics’ liens in reliance on the Global Indemnity. In addition, 
in connection with the sale of land from Lennar Homes to MS Rialto, North American Title provided 
policies of title insurance to MS Rialto in reliance on certain indemnity provided by Lennar Homes. 
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Going forward with the development of the active Planning Areas, North American Title or 

another title company will evaluate what security it will require in order to issue title insurance policies to 
homebuyers in light of the number of mechanics’ liens and the presence of the foreclosure action that 
has been filed.  As noted above, North American Title or another title company may (i) rely on the 
Global Indemnity, so long as Lennar Corporation maintains the agreement with North American Title or 
another title company, (ii) require a release bond, or (iii) require cash security, or some combination of 
the foregoing. With respect to the Global Indemnity, there can be no guarantee that Lennar Corporation 
will continue to provide the indemnity with respect to the lots in Improvement Area No. 3 even if North 
American Title or another title company is willing to provide title insurance policies based upon it.  In 
addition, there can be no guarantee that Lennar Homes will provide a release bond or a cash deposit if 
requested by North American Title or another title company in the event Lennar Corporation does not 
maintain the Global Indemnity.  

 

Impact on MS Rialto.  MS Rialto is currently analyzing the mechanics’ liens affecting its 
property within Improvement Area No. 3.  In connection with its loan agreement with Citigroup, MS 
Rialto has taken steps to have its title company provide a lender’s policy of title insurance to Citigroup 
which includes coverage for any mechanics’ liens in Improvement Area No. 3.  Pursuant to the 
Citigroup Loan Agreement, mechanics’ liens are "Permitted Exceptions" as long as they are being 
contested in good faith and by appropriate proceedings, provided that no such lien is in imminent 
danger of foreclosure and provided further that either (a) each such lien is released or discharged of 
record or fully insured over by the title insurance company issuing a lender’s title policy within 60 days 
after its discovery, or (b) MS Rialto deposits with an “administrative agent,” by the expiration of such 60-
day period, cash, a qualified letter of credit, a guaranty acceptable to the administrative agent from a 
guarantor acceptable to the administrative agent or a bond reasonably acceptable to the administrative 
agent in an amount equal to 125% of the dollar amount of such lien or a bond in this amount from the 
surety, and upon such terms and conditions, as is reasonably satisfactory to the administrative agent, 
as security for the payment or release of such lien. 

 
In order for MS Rialto to continue to draw down on the Citigroup Loan, MS Rialto must provide 

lien waivers on the first Loan payment date of each calendar quarter (the “Payment Date”) covering all 
labor and materials at the properties subject to the Loan for the previous calendar quarter but only with 
respect to invoices in connection with “material agreements” (other than with respect to material 
Permitted Encumbrances).   MS Rialto must also provide on the Payment Date, (i) an endorsement to 
the applicable title insurance policy (which in California must include a 122 Endorsement) extending the 
coverage to include the date of the requested disbursement and amounts for all borrowings prior to 
such date, without exception for mechanic’s liens or claims of liens, or any other matters not previously 
approved by Citigroup in writing (the “Date Down Endorsement”) and (ii) copies of all documents 
required by the title company in order to issue the Date Down Endorsement (including, if necessary, a 
bond over any existing mechanics liens). 

 
To date, MS Rialto’s title company has provided a Date Down Endorsement covering many of 

the mechanics’ liens encumbering Improvement Area No. 3.  However, there are several mechanics’ 
liens that have arisen within the last 60 days that have not yet been the subject of a date down.  MS 
Rialto is currently in the process of obtaining the date down from its title company.  It is possible that 
MS Rialto’s title company will require additional security from MS Rialto in order to provide subsequent 
Date Down Endorsements as required by the Citigroup Loan Agreement. 
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The Master Developer 
 
The Newhall Land and Farming Company (A California Limited Partnership) (“Newhall Land”) 

is the master developer of the property in Improvement Area No. 3 of the Community Facilities District, 
and has obtained the entitlements (other than final subdivision maps) necessary for the development of 
the property.  In addition to mass grading and providing the backbone infrastructure improvements on 
the taxable property in Improvement Area No. 3 of the Community Facilities District, Newhall Land is 
responsible for the acquisition and construction of an elementary school for the School District, a 
portion of the costs of which are expected to be paid from proceeds of the 2009 Bonds.  

 
Newhall Land is a California limited partnership whose general partner and 1% owner is NWHL 

GP LLC, a Delaware limited liability company (“NWHL”), and whose limited partner and 99% owner is 
LandSource Holding Company, LLC, a Delaware limited liability company (“LandSource Holding”).  In 
addition, NWHL is owned 100% by LandSource Holding.  LandSource Holding is a 100% subsidiary of 
LandSource Communities Development LLC, a Delaware limited liability company (“LandSource 
Communities”).     

 
On March 1, 2007, a group of lenders led by Barclays Capital closed a $1.55 billion financing 

(the “Loans”) with LandSource Communities.  LandSource Communities is owned by MW Housing 
Partners III, L.P. (approximately 68%), Lennar Homes (approximately 16%) and subsidiaries of LNR 
Property Corporation (approximately 16%).  Lennar Homes serves as the administrative member of 
LandSource Communities. The Loans are secured by substantially all of the property and assets owned 
by LandSource Communities and its wholly-owned subsidiaries, including Newhall Land.  Furthermore, 
the Loans are non-recourse to all of the members of LandSource Communities, including Lennar 
Homes, and the Loans are not guaranteed by any members of LandSource Communities, including 
Lennar Homes.  

 
THE PROPERTY IN IMPROVEMENT AREA NO. 3 IS NOT SECURITY FOR THE LOANS 

AND THE PROPERTY IN IMPROVEMENT AREA NO. 3 IS NOT OWNED OR CONTROLLED BY 
LANDSOURCE COMMUNITIES. 

 
In connection with the Loans, LandSource Communities fell out of compliance with certain 

financial covenants under the Loans and Barclays Capital declared an event of default on April 22, 
2008.  LandSource Communities, its owners, and Barclays Capital negotiated for several months in an 
attempt to resolve the default, but the parties could not reach agreement on restructuring terms that 
were acceptable to all of the parties.   

 
On June 8, 2008, LandSource Communities and twenty direct and indirect subsidiaries 

(including Newhall Land and NWHL) each filed a voluntary Chapter 11 petition in the United States 
Bankruptcy Court, District of Delaware.   

 
THE BANKRUPTCY FILING DOES NOT INCLUDE ANY OF THE MEMBERS OF 

LANDSOURCE COMMUNITIES, INCLUDING LENNAR HOMES, AND NEITHER LENNAR HOMES 
NOR ANY OF ITS WHOLLY-OWNED COMMUNITIES IS A DEBTOR IN THE BANKRUPTCY FILING.  

 
A Chapter 11 bankruptcy filing is generally a voluntary action taken by a company or companies 

to protect its ongoing business from financial claims while it continues operating its business.  During a 
Chapter 11 case, the petitioning company reorganizes financially and, at times, operationally so that it 
can meet its claims.  A Chapter 11 reorganization is entirely different from other kinds of bankruptcy 
proceedings where the focus is on liquidating the company.  Companies commonly file for Chapter 11 
voluntarily because it provides a process for the company to restructure and to emerge as a viable 
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business. In a Chapter 11 case, a company typically maintains its business operations and it is also 
able to do business with suppliers and customers in a routine manner so that it can continue to 
generate funds to support ongoing operations and to satisfy creditors. 

 
During the pendency of the Chapter 11 proceedings, the debtors-in-possession (which includes 

Newhall Land) may request that the Bankruptcy Court approve debtor-in-possession financing (“DIP 
Financing”).   

 
On July 19, 2008, the Bankruptcy Court considered and approved a final order that approved 

permanent DIP Financing in the form of a revolving credit facility in the aggregate principal amount of 
$135 million.  The DIP Financing is intended to enable the debtors-in-possession (including Newhall 
Land) to fund day-to-day operations and budgeted capital costs while in Chapter 11.  In determining the 
amount of the DIP Financing, LandSource Communities and its subsidiaries (including Newhall Land) 
submitted a budget of their capital needs during the pendency of the Chapter 11 proceedings.  The 
budget for LandSource Communities and its subsidiaries (including Newhall Land) is subject to 
revision.  With respect to Newhall Land, the DIP budget contemplates continued construction of the 
West Creek Elementary School during the term of the DIP Financing.  However, the DIP Financing is 
subject to a number of terms and conditions, and there can be no assurance that Newhall Land and the 
other debtors will be able to satisfy the conditions or that Newhall Land and the other debtors will 
remain in compliance with the terms and conditions of the DIP Financing. 

 
On August 19, 2008, the Bankruptcy Court approved and executed the "Order Pursuant to 

Sections 363 and 365(a) of the Bankruptcy Code and Bankruptcy Rules 6006 and 9014 (i) Approving 
Newhall's Assumption of Existing Community Facilities District Agreements with the Hart and Saugus 
School Districts and Other Related Agreements and (ii) Authorizing Newhall to Enter into New 
Mitigation Agreements with Other School Districts" (the “Order”).  

 
Under the Order, the Bankruptcy Court, among other things, (i) approved the assumption by 

Newhall Land of the CFD Agreements, (ii) authorized Newhall Land to execute and deliver future 
amendments to the CFD Agreements as Newhall Land deems necessary or desirable to effectuate the 
issuance of bonds under the CFD Agreements, and (iii) authorized Newhall Land to execute and deliver 
all instruments and documents, and take such actions as may be necessary or appropriate, to 
implement and effectuate the transactions contemplated by the Order.  

 
(The term "CFD Agreements" includes: the Formation Agreement; the Hart JCFA; the Sanitation 

District JCFA; the West Creek Elementary School Project Site Lease, dated as of June 5, 2007, by and 
between the District and Newhall Land; the West Creek Elementary School Project Leaseback 
Agreement, dated as of June 5, 2007, by and between the District and Newhall Land; and the 
Construction Services Agreement for West Creek Elementary School Project, dated as of June 5, 2007, 
by and between the District and Newhall Land.)  

 
Impact of Real Estate Market on Lennar Development Projects 

 
General.  The downturn in the real estate market has resulted in reduced home prices and 

longer absorption periods and, accordingly, depressed residual land values in many communities.  In 
addition, tighter restrictions on the availability of credit have decreased the buyer pool.  As a result, with 
respect to certain projects they are developing, Lennar Corporation, Lennar Homes, and their 
respective affiliates and joint ventures (collectively, the “Lennar Entities”) have:  (i) re-evaluated the 
financial feasibility of certain wholly-owned projects and the economics of exercising options on certain 
land- banked properties; (ii) effectuated land sales at reduced prices; and (iii) renegotiated loan 
structures that were originally based upon prior land valuations and absorption rates. 
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Although the Lennar Entities have been impacted by the market, and have engaged, or are 

engaging in the activities discussed above, Lennar Homes does not believe that these activities will 
have an adverse impact on the ability of Lennar Homes to continue to develop the lots it owns within 
the West Hills Development as contemplated by this Official Statement and to pay, prior to delinquency, 
any special taxes for which it is responsible. 

 
Re-evaluation of the Financial Feasibility of Projects.  Lennar Homes is the managing 

member of a joint venture (the “Palm Springs Joint Venture”) that owns property located in Palm 
Springs, California.  The Palm Springs Joint Venture was working with the City of Palm Springs on the 
formation of a community facilities district and the issuance of bonds to finance certain improvements 
required to be constructed in connection with the property.  While the community facilities district was 
formed, bonds were never issued by the City of Palm Springs for the project.  The Palm Springs Joint 
Venture leveraged its purchase and development of the property with non-recourse seller financing as 
well as non-recourse senior debt from a national financial institution.  Beginning in December 2007, for 
various reasons, the Palm Springs Joint Venture has discontinued making any payments with respect 
to the property, including the property taxes that were payable no later than December 10, 2007, April 
10, 2008, and December 10, 2008.  The property tax bills contained the general tax levy and several 
small assessments, but did not contain any special taxes for which the property was the primary 
security for bonds.  Although the Palm Springs Joint Venture did not make the December 10 and April 
10 property tax payments, Lennar Homes did make its property tax payments with respect to lots it 
owned within the same community.  In addition, on February 7, 2008, Lennar Homes voluntarily paid 
$61,655.16 to the County of Riverside, which is equal to the amount of the assessments for the County 
of Riverside’s Assessment District No. 155 that was due and payable by the Palm Springs Joint 
Venture. 

 
Terminated Options.  As part of its development strategy, the Lennar Entities have held 

options to purchase numerous home sites in several communities throughout the country.  As a result 
of declining land values, in several cases, Lennar Homes has not exercised its options to purchase 
property, some of which was located within community facilities districts and assessment districts 
where bonds were issued.   

 
Land Sales.  In an effort to write down overvalued real estate assets (in light of current market 

values) and create cash flow, Lennar Corporation sold a significant amount of property to MSR Holding, 
as described above under the caption “– MS Rialto West Hills CA, LLC.”  The West Hills Development 
is one of the Communities that was included in the sale to MSR Holding. 

 
Renegotiating Loan Agreements.  As an industry, real estate developers and builders, 

including the Lennar Entities, are attempting to renegotiate loans and restructure joint venture 
relationships to account for, among other things, (i) compliance with loan covenants, including capital 
calls needed to comply with such loan covenants, and (ii) development schedules rendered 
unachievable due to the slower absorption and decreased home sale revenues.   

 
Lennar Homes cannot predict the outcome of the Lennar Entities’ renegotiations and 

restructuring attempts, but in any case, Lennar Homes does not believe that the events prompting the 
renegotiations will adversely impact the development of the lots it owns within the West Hills 
Development as described in this Official Statement or the payment of special taxes that may come due 
on property owned by Lennar Homes.   
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Two of Lennar Entities’ current renegotiations are described below: 
 

Spencer’s Crossing:  Spencer’s Crossing is a project owned by  
 
(a) Lennar Spencer’s Crossing LLC, a joint venture between Lennar Homes (35% 
interest and managing member) and four Morgan Stanley entities (collectively, 65% 
interest), and  

 
(b) MSR Holding, and 
 
(c)  Lennar Homes as lots are purchased from MSR Holding for vertical construction.   
 
Spencer’s Crossing LLC financed acquisition and development of the project with 

financing  provided by a consortium of banks, led by Wells Fargo Bank, in the principal amount 
of $120 million (later reduced to approximately $80 million).   

 
For a variety of reasons, Wells Fargo Bank has delivered one or more notices of default 

to Lennar Spencer’s Crossing LLC.  Representatives of Lennar Spencer’s Crossing LLC have 
met with Wells Fargo Bank regarding such notice(s) of default and to discuss restructuring 
the loan, or otherwise settling the lenders' claims under the loan documents and security 
interest in the project.   

 
Lennar Spencer's Crossing LLC, Lennar Corporation, four Morgan Stanley affiliates, and 

Wells Fargo, among other participating lenders, entered into a Settlement Agreement as of 
November 26, 2008 (the "Settlement Agreement"), concerning a loan transaction for the 
development of the Spencer's Crossing master-planned residential community located in 
Riverside, California.  The parties have entered into the Settlement Agreement in order to settle 
claims under the loan agreement and related agreements, to effect certain guaranty payments 
to be made by Morgan Stanley and Lennar to Wells Fargo (in the approximate aggregate 
amount of $17,000,000) exclusive of letters of credit that have been drawn upon and assigned 
to Wells Fargo in the approximate aggregate amount of $10,600,000, to provide for an orderly 
foreclosure of the property and to identify parameters related to Lennar Spencer’s Crossing 
LLC’s completion of certain infrastructure work and Wells Fargo's assumption of certain 
performance bonds related to the development. 

 
In addition, Lennar Spencer’s Crossing LLC failed to make payment of its property tax 

installments due not later than December 10, 2007 and April 10, 2008.  Although Lennar 
Spencer’s Crossing LLC did not make the December 10 and April 10 property tax payments, 
Lennar Homes did make its property tax payments with respect to lots it owned within the same 
community. 
 

LandSource: As discussed above (see “– The Master Developer”), in connection with the 
Loans, LandSource Communities fell out of compliance with certain financial covenants under 
the Loans and Barclays Capital declared an event of default on April 22, 2008.  In addition, in 
one or more communities, LandSource Communities failed to make the property tax 
installments due April 10, 2008.  LandSource Communities, its owners, and Barclays Capital 
negotiated for several months in an attempt to resolve the default, but the parties could not 
reach agreement on restructuring terms that were acceptable to all of the parties.  

 
On June 8, 2008, LandSource Communities and a number of its direct and indirect 

subsidiaries each filed a voluntary Chapter 11 petition in the United States Bankruptcy Court, 
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District of Delaware. The bankruptcy filing does not include any of the members of LandSource 
Communities, including Lennar Homes, and neither Lennar Homes nor any of its wholly-owned 
communities is a debtor in the bankruptcy filing.   

 
As reported in Lennar Corporation’s 10-Q filed with the SEC on October 10, 2008, the 

bankruptcy filing of LandSource Communities and its subsidiaries could result in a substantial 
reduction (or total elimination) of Lennar Homes’ interest in LandSource Communities (which 
had a carrying value of zero at August 31, 2008), loss by LandSource Communities of some or 
all of the properties it owns, termination of Lennar Homes’ management agreement with 
LandSource Communities and any land purchase options granted by LandSource Communities 
to Lennar Homes, loss of amounts owed to Lennar Homes by LandSource Communities, and 
could expose Lennar Homes to claims. 
 
The foregoing discussion is not exhaustive, and it is possible that there will be other such 

challenges confronting the Lennar Entities in the future. 

 
BOND OWNERS' RISKS 

 
The purchase of the 2009 Bonds described in this Official Statement involves a degree of risk 

that may not be appropriate for some investors.  The following includes a discussion of some of the 

risks which should be considered before making an investment decision.  

 
Limited Obligation of the Community Facilities District to Pay Debt Service 

 
The Community Facilities District has no obligation to pay principal of and interest on the 2009 

Bonds if Special Tax collections are delinquent, other than from amounts, if any, on deposit in the 
Reserve Fund, amounts drawn on the Letter of Credit or Cash Deposit and deposited in the Bond Fund 
(but only for so long as the Letter of Credit or Cash Deposit is required to be in place), or funds derived 
from the tax sale or foreclosure and sale of parcels for Special Tax delinquencies.  The Community 
Facilities District is not obligated to advance funds to pay debt service on the 2009 Bonds. 

 
The foreclosure and sale process in California can be lengthy and subject to delay, meaning 

that the Community Facilities District’s receipt of the proceeds of any tax sale or foreclosure and sale of 
parcels with a Special Tax delinquency could be delayed.  See “– Bankruptcy and Foreclosure Delays” 
below and “SECURITY FOR THE 2009 BONDS – Covenant to Foreclose” above.  

 
Levy and Collection of the Special Tax 

 
The principal source of payment of principal of and interest on the 2009 Bonds is the Net Taxes.  

The annual levy of the Special Tax is subject to the Maximum Annual Special Tax rate authorized in the 
Rate and Method.  The levy cannot be made at a higher rate even if the failure to do so means that the 
estimated proceeds of the levy and collection of the Special Tax, together with other available funds, 
will not be sufficient to pay debt service on the 2009 Bonds.   

 
Because the Special Tax formula set forth in the Rate and Method is not based on property 

value, the levy of the Special Tax will rarely, if ever, result in a uniform relationship between the value of 
particular parcels of Taxable Property and the amount of the levy of the Special Tax against those 
parcels.  Thus, there will rarely, if ever, be a uniform relationship between the value of the parcels of 
Taxable Property and their proportionate share of debt service on the 2009 Bonds, and certainly not a 
direct relationship. 
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The following are some of the factors that might cause the levy or collection of the Special Tax 
on any particular parcel of Taxable Property to vary from the Special Tax that might otherwise be 
expected: 

 
• Reduction in the number of parcels of Taxable Property for such reasons as acquisition 

of Taxable Property by a governmental entity and failure of the government to pay the Special Tax 
based upon a claim of exemption or, in the case of the federal government or an agency thereof, 
immunity from taxation, thereby resulting in an increased tax burden on the remaining taxed parcels. 

 
• Failure of the owners of Taxable Property to pay the Special Tax and delays in the 

collection of or inability to collect the Special Tax by tax sale or foreclosure and sale of the delinquent 
parcels, thereby resulting in an increased tax burden on the remaining parcels. 

 
• Development of a parcel of Taxable Property more rapidly than development of other 

parcels of Taxable Property, thereby resulting in the application of development factors in the Special 
Tax formula to the parcel and resulting in an increased tax burden on the parcel of Taxable Property. 

 
• Development of other parcels of Taxable Property less rapidly than expected, thereby 

resulting in delay in application of development factors in the Special Tax formula to the other parcels of 
Taxable Property and resulting in an increased tax burden on the parcel of Taxable Property. 

 
Except as set forth above under “SECURITY FOR THE 2009 BONDS – Special Taxes” and “ – 

Rate and Method,” the Fiscal Agent Agreement provides that the Special Tax is to be collected in the 
same manner as ordinary ad valorem property taxes are collected and, except as provided in the 
special covenant for foreclosure described in “SECURITY FOR THE 2009 BONDS – Covenant to 
Foreclose” and in the Act, is subject to the same penalties and the same procedure, sale and lien 
priority in case of delinquency as is provided for ordinary ad valorem property taxes.  Under these 
procedures, if taxes are unpaid for a period of five years or more, the property is subject to sale by the 
County.   

 
If sales or foreclosures of property are necessary, there could be a delay in payments to owners 

of the 2009 Bonds pending such sales or the prosecution of foreclosure proceedings and receipt by the 
Community Facilities District of the proceeds of sale if the Reserve Fund is depleted.  See “– 
Bankruptcy and Foreclosure Delays” below and “SECURITY FOR THE 2009 BONDS – Covenant to 
Foreclose” above. 

 
Payment of Special Tax is not a Personal Obligation of the Property Owners 

 
An owner of Taxable Property is not personally obligated to pay the Special Taxes.  Rather, the 

Special Taxes are an obligation running only against the parcels of Taxable Property.  If, after a default 
in the payment of the Special Tax and a foreclosure sale by the Community Facilities District, the 
resulting proceeds are insufficient, taking into account other obligations also constituting a lien against 
the affected parcels of Taxable Property, the Community Facilities District has no recourse against the 
owner. 
 
Appraised Values 

 
The Appraisal summarized in APPENDIX C estimates the market value of the Taxable Property 

within Improvement Area No. 3 of the Community Facilities District.  This market value is merely the 
opinion of the Appraiser as of the date of value set forth in the Appraisal, and is subject to the 
assumptions and limiting conditions stated in the Appraisal.  The Community Facilities District has not 
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sought an updated opinion of value by the Appraiser subsequent to the date of value of the Appraisal, 
or an opinion of the value of the Taxable Property by any other appraiser.  A different opinion of value 
might be rendered by a different appraiser. 

 
The opinion of value assumes a sale by a willing seller to a willing buyer, each having similar 

information and neither being forced by other circumstances to sell or to buy.  Consequently, the 
opinion is of limited use in predicting the selling price at a foreclosure sale, because the sale is forced 
and the buyer may not have the benefit of full information. 

 
In addition, the opinion is a present opinion, based upon present facts and circumstances.  

Differing facts and circumstances may lead to differing opinions of value.  The appraised value is not 
evidence of future value because future facts and circumstances may differ significantly from the 
present. 

 
No assurance can be given that any of the Taxable Property in Improvement Area No. 3 of the 

Community Facilities District could be sold for the estimated market value contained in the Appraisal if 
that property should become delinquent in the payment of Special Taxes and be foreclosed upon.  

 
Property Values and Property Development 

 
The value of Taxable Property within Improvement Area No. 3 of the Community Facilities 

District is a critical factor in determining the investment quality of the 2009 Bonds.  If a property owner 
defaults in the payment of the Special Tax, the Community Facilities District’s only remedy is to 
foreclose on the delinquent property in an attempt to obtain funds with which to pay the delinquent 
Special Taxes.  Land development and land values could be adversely affected by economic and other 
factors beyond the Community Facilities District’s control, such as a general economic downturn, 
adverse judgments in future litigation that could affect the scope, timing or viability of development, 
relocation of employers out of the area, the imposition of stricter land use regulations, shortages of 
water, electricity, natural gas or other utilities, destruction of property caused by earthquake, flood or 
other natural disasters, environmental pollution or contamination, or unfavorable economic conditions. 

 
Neither the Community Facilities District nor the School District has evaluated the risks related 

to the proposed development of the Taxable Property in Improvement Area No. 3.  Since these are 
largely business risks of the type that property owners customarily evaluate individually, and inasmuch 

as changes in land ownership may well mean changes in the evaluation with respect to any particular 

parcel, the Community Facilities District is issuing the 2009 Bonds without regard to any such 
evaluation.  Thus, the creation of the Community Facilities District and the issuance of the 2009 Bonds 

in no way implies that the Community Facilities District or the School District has evaluated these risks 

or the reasonableness of these risks.  On the contrary, the Board has made no such evaluation and is 
undertaking acquisition and construction of the Facilities even though these risks may be serious and 

may ultimately halt or slow the progress of land development and forestall the realization of Taxable 

Property values in the event of delinquency and foreclosure.  

 
The following is a discussion of specific risk factors that could affect the timing or scope of 

property development in Improvement Area No. 3 of the Community Facilities District or the value of 
property in Improvement Area No. 3 of the Community Facilities District.  

 
Land Development.  Land values are influenced by the level of development in the area in 

many respects.   
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First, undeveloped or partially developed land is generally less valuable than developed land 
and provides less security to the owners of the 2009 Bonds should it be necessary for the Community 
Facilities District to foreclose on undeveloped or partially developed property due to the nonpayment of 
Special Taxes.   

 
Second, failure to complete development on a timely basis could adversely affect the land 

values of those parcels that have been completed.  Lower land values would result in less security for 
the payment of principal of and interest on the 2009 Bonds and lower proceeds from any foreclosure 
sale necessitated by delinquencies in the payment of the Special Taxes.  See “THE COMMUNITY 
FACILITIES DISTRICT – Appraised Value to Burden Ratios.”  No assurance can be given that the 
proposed development within Improvement Area No. 3 of the Community Facilities District will be 
completed, and in assessing the investment quality of the 2009 Bonds, prospective purchasers should 
evaluate the risks of noncompletion. 

 
Risks of Real Estate Investment Generally.  Continuing development of land within 

Improvement Area No. 3 of the Community Facilities District may be adversely affected by changes in 
general or local economic conditions, fluctuations in or a deterioration of the real estate market 
generally (including the current economic downturn discussed below), increased construction costs, 
development, financing and marketing capabilities of individual property owners, water or electricity 
shortages, and other similar factors.   

 
Development in Improvement Area No. 3 of the Community Facilities District may also be 

affected by development in surrounding areas, which may compete for the same market of prospective 
homebuyers.  In addition, land development operations are subject to a broad array of comprehensive 
federal, state and local regulations, including environmental, land use, zoning and building 
requirements.   

 
There can be no assurance that proposed land development operations within Improvement 

Area No. 3 of the Community Facilities District will not be adversely affected by future government 
policies, including, but not limited to, governmental policies to restrict or control development, or future 
growth control initiatives.  There can be no assurance that land development operations within 
Improvement Area No. 3 of the Community Facilities District will not be adversely affected by these 
risks.   

 
Current Economic Downturn and Depressed Housing Market.  Since August 2007, publicly 

owned home builders, including home builders active in California, have reported weakened new home 
market conditions nationally in SEC filings.  In general, reported contributing factors to the weakening 
market for new homes include: (i) lower demand for new homes, (ii) significant increases in sales 
cancellation rates, (iii) speculators exiting the new home market, (iv) increases in the supply of new and 
existing homes available to be purchased, (v) increases in competition for new home orders, (vi) 
prospective home buyers having a more difficult time selling their existing homes in the more 
competitive environment, and (vii) higher incentives required to stimulate new home orders and 
maintain homes under contract.   

 
In the opinion of some economists, the significant increase in home prices from 2003 to 2006 

were driven, in part, by the ability of home purchasers to obtain so-called “creative financing” that 
included adjustable rate loans and loans up to the full value of the home, in some cases with minimal 
documentation of purchaser income qualifications.  However, since August 2007 the ability of home 
buyers to obtain creative financing has been reduced as lenders adopted more stringent lending criteria 
for home buyers.  In addition, interest rates on conventional loans have increased, and interest rates on 
adjustable rate loans have reset at higher rates (causing increased payments). As a consequence, 
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housing prices have declined significantly, and this, in turn, has caused land values to decrease 
substantially as well.   

 
See “THE COMMUNITY FACILITIES DISTRICT – Market Absorption Study” and “APPENDIX D 

– Market Absorption Study,” for a current and historical summary of the housing market conditions in 
California.  See also “– Increased Risk of Mortgage Default” below. 

 
Weakened housing market conditions have affected the ability of Lennar Homes to sell homes 

in its housing development projects nation-wide, including the development within Improvement Area 
No. 3 of the Community Facilities District.  See “PROPOSED PROPERTY DEVELOPMENT – Impact of 
Real Estate Market on Lennar Development Projects.”  Weakened housing market conditions have also 
adversely affected the value of the property within Improvement Area No. 3 of the Community Facilities 
District.   

 
It is very likely that continuing stagnation in the credit markets and housing markets will 

continue to adversely affect the development and sale of the property within Improvement Area 
No. 3 of the Community Facilities District, including without limitation the pace of lot 
acquisitions by Lennar Homes and future merchant builders, the pace and timing of home 
development, the willingness and ability of prospective homebuyers to acquire completed 
homes, and the value of the Taxable Property in Improvement Area No. 3 of the Community 
Facilities District.   

 
Natural Disasters.  The value of the Taxable Property in the future can be adversely affected 

by a variety of natural occurrences, particularly those that may damage or destroy infrastructure and 
other public improvements serving the Taxable Property, or damage, destroy or adversely affect the 
continued habitability and enjoyment of private improvements on the Taxable Property.  The areas in 
and surrounding the Community Facilities District, like those in much of California, are subject to 
unpredictable seismic activity.  See “PROPOSED PROPERTY DEVELOPMENT – Environmental 
Conditions.” 

 
Other natural disasters could include, without limitation, wildfires, landslides, floods, droughts or 

tornadoes.  One or more natural disasters could occur and could result in damage to improvements of 
varying seriousness.  The damage may entail significant repair or replacement costs and that repair or 
replacement may never occur either because of the cost, or because repair or replacement will not 
facilitate habitability or other use, or because other considerations preclude such repair or replacement.  
Under any of these circumstances there could be significant delinquencies in the payment of Special 
Taxes, and the value of the Taxable Property may well depreciate or disappear.   

 
Legal Requirements.  Other events that may affect the value of Taxable Property include 

changes in the law or application of the law.  Such changes may include, without limitation, local growth 
control initiatives, local utility connection moratoriums and local application of statewide tax and 
governmental spending limitation measures.  

 
Hazardous Substances.  One of the most serious risks in terms of the potential reduction in 

the value of Taxable Property is a claim with regard to hazardous substances.  In general, the owners 
and operators of Taxable Property may be required by law to remedy conditions of a parcel relating to 
releases or threatened releases of hazardous substances.  The federal Comprehensive Environmental 
Response, Compensation and Liability Act of 1980, sometimes referred to as “CERCLA” or the 
“Superfund Act,” is the most well-known and widely applicable of these laws, but California laws with 
regard to hazardous substances are similar and also stringent.  Under many of these laws, the owner 
or operator is obligated to remedy a hazardous substance condition of property whether or not the 
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owner or operator had anything to do with creating or handling the hazardous substance.  The effect, 
therefore, should any of the Taxable Property be affected by a hazardous substance, would be to 
reduce the marketability and value of the affected parcel by the costs of remedying the condition, 
because the purchaser, upon becoming owner, will become obligated to remedy the condition just as is 
the seller. 

 
The estimates of property value set forth in this Official Statement do not take into account the 

possible reduction in marketability and market value by reason of the possible liability of the owner or 
operator for the remedy of hazardous substances. Although the Community Facilities District is not 
aware that the owner or operator of any of the Taxable Property has such a current liability with respect 
to any of the Taxable Property, it is possible that such liabilities do currently exist and that the 
Community Facilities District is not aware of them. 

 
Further, it is possible that liabilities may arise in the future with respect to any of the Taxable 

Property resulting from the existence, currently, on the parcel of a substance presently classified as 
hazardous but that has not been released or the release of which is not presently threatened, or may 
arise in the future resulting from the existence, currently on the parcel of a substance not presently 
classified as hazardous but that may in the future be so classified.  Further, such liabilities may arise 
not simply from the existence of a hazardous substance but from the method of handling it.  All of these 
possibilities could significantly and adversely affect the value of Taxable Property that is realizable upon 
foreclosure, if necessary, following a delinquency.  See “PROPOSED PROPERTY DEVELOPMENT – 
Environmental Conditions.” 

 
Endangered and Threatened Species.  It is illegal to harm or disturb any plants or animals in 

their habitat that have been listed as endangered species by the United States Fish & Wildlife Service 
under the Federal Endangered Species Act or by the California Fish & Game Commission under the 
California Endangered Species Act without a permit.  Although the property owners believe that no 
federally listed endangered or threatened species would be affected by the proposed development 
within Improvement Area No. 3 of the Community Facilities District, the discovery of an endangered 
plant or animal could delay development of vacant property in Improvement Area No. 3 of the 
Community Facilities District or reduce the value of undeveloped property.  See “PROPOSED 
PROPERTY DEVELOPMENT – Environmental Conditions.” 

 
Increased Risk of Mortgage Default  

 
Homeowners in Improvement Area No. 3 of the Community Facilities District who have 

purchased or who may in the future purchase their homes with adjustable rate loans may experience 
difficulty in making their loan payments and paying the Special Taxes levied on their property.  This 
would result in an increase in the Special Tax delinquency rate and possible depletion of the Reserve 
Fund.  If there were significant delinquencies in Special Tax collections and the Reserve Fund was 
depleted, there could be a default in the payment of principal of and interest on the 2009 Bonds.   

 
Concentration of Property Ownership 

 
As of the date of issuance of the 2009 Bonds, a limited number of property owners are the sole 

owners of Taxable Property in Improvement Area No. 3 of the Community Facilities District, whose 
property is currently responsible for payment of all of the Special Taxes.  See “PROPOSED 
PROPERTY DEVELOPMENT.” 

 
Failure of any property owner to pay installments of the Special Tax when due could result in 

the depletion of the Reserve Fund prior to reimbursement from the resale of foreclosed property or 
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payment of the delinquent Special Tax and, consequently, an insufficiency of Net Taxes to meet 
obligations under the Fiscal Agent Agreement.  In that event, there could be a delay or failure in 
payments of the principal of and interest on the 2009 Bonds.  

 
Other Possible Claims Upon the Value of Taxable Property 

 
While the Special Taxes are secured by the Taxable Property, the security only extends to the 

value of such Taxable Property that is not subject to priority and parity liens and similar claims. 
 
The table in the section entitled “THE COMMUNITY FACILITIES DISTRICT – Direct and 

Overlapping Governmental Obligations” shows the presently outstanding amount of governmental 
obligations (with stated exclusions), the tax or assessment for which is or may become an obligation of 
one or more of the parcels of Taxable Property.  The table also states the additional amount of general 
obligation bonds the tax for which, if and when issued, may become an obligation of one or more of the 
parcels of Taxable Property.  The table does not specifically identify which of the governmental 
obligations are secured by liens on one or more of the parcels of Taxable Property. 

 
In addition, other governmental obligations may be authorized and undertaken or issued in the 

future, the tax, assessment or charge for which may become an obligation of one or more of the parcels 
of Taxable Property and may be secured by a lien on a parity with the lien of the Special Tax securing 
the 2009 Bonds. 

 
In general, as long as the Special Tax is collected on the County tax roll, the Special Tax and all 

other taxes, assessments and charges also collected on the tax roll are on a parity, that is, are of equal 
priority.  Questions of priority become significant when collection of one or more of the taxes, 
assessments or charges is sought by some other procedure, such as foreclosure and sale.  In the 
event of proceedings to foreclose for delinquency of Special Taxes securing the 2009 Bonds, the 
Special Tax will be subordinate only to existing prior governmental liens, if any.  Otherwise, in the event 
of such foreclosure proceedings, the Special Taxes will generally be on a parity with the other taxes, 
assessments and charges, and will share the proceeds of such foreclosure proceedings on a pro-rata 
basis.  Although the Special Taxes will generally have priority over non-governmental liens on a parcel 
of Taxable Property, regardless of whether the non-governmental liens were in existence at the time of 
the levy of the Special Tax or not, this result may not apply in the case of bankruptcy.  See “– 
Bankruptcy and Foreclosure Delays” below. 

 
Exempt Properties 

 
Certain properties are exempt from the Special Tax in accordance with the Rate and Method 

and the Act, which provides that properties or entities of the state, federal or local government are 
exempt from the Special Tax; however, property within Improvement Area No. 3 of the Community 
Facilities District subsequently acquired by a public entity through a negotiated transaction or by gift or 
devise, which is not otherwise exempt from the Special Tax, will continue to be subject to the Special 
Taxes.  See “SECURITY FOR THE 2009 BONDS – Rate and Method.”  In addition, although the Act 
provides that if property subject to the Special Tax is acquired by a public entity through eminent 
domain proceedings, the obligation to pay the Special Tax with respect to that property is to be treated 
as if it were a special assessment, the constitutionality and operation of these provisions of the Act 
have not been tested, meaning that such property could become exempt from the Special Taxes.   

 
The Act further provides that no other properties or entities are exempt from the Special Tax 

unless the properties or entities are expressly exempted in a resolution of consideration to levy a new 
special tax or to alter the rate or method of apportionment of an existing special tax.   
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Depletion of Reserve Fund 

 
The Reserve Fund is to be maintained at an amount equal to the Reserve Requirement.  See 

“SECURITY FOR THE 2009 BONDS – Reserve Fund.”  The Reserve Fund will be used to pay principal 
of and interest on the 2009 Bonds if insufficient funds are available from the proceeds of the levy and 
collection of the Special Tax against property within Improvement Area No. 3 of the Community 
Facilities District.  If the Reserve Fund is depleted, it can be replenished from the proceeds of the levy 
and collection of the Special Taxes that exceed the amounts to be paid to the Bondowners under the 
Fiscal Agent Agreement.  However, because the Special Tax levy is limited to the Maximum Annual 
Special Tax rates, it is possible that no replenishment would be possible if the Special Tax proceeds, 
together with other available funds, remain insufficient to pay all such amounts.  Thus it is possible that 
the Reserve Fund will be depleted and not be replenished by the levy and collection of the Special 
Taxes. 
 
Bankruptcy and Foreclosure Delays 

 
Bankruptcy.  The payment of the Special Tax and the ability of the Community Facilities District 

to foreclose the lien of a delinquent unpaid tax, as discussed in “SECURITY FOR THE 2009 BONDS,” 
may be limited by bankruptcy, insolvency or other laws generally affecting creditors' rights or by the 
laws of the State of California relating to judicial foreclosure.  The various legal opinions to be delivered 
concurrently with the delivery of the 2009 Bonds (including Bond Counsel's approving legal opinion) will 
be qualified as to the enforceability of the various legal instruments by bankruptcy, insolvency, 
reorganization, moratorium and other similar laws affecting creditors' rights, by the application of 
equitable principles and by the exercise of judicial discretion in appropriate cases. 

 
Although bankruptcy proceedings would not cause the Special Taxes to become extinguished, 

bankruptcy of a property owner or any other person claiming an interest in property subject to the 
Special Taxes could result in a delay in superior court foreclosure proceedings and could result in the 
possibility of Special Tax installments not being paid in part or in full.  Such a delay would increase the 
likelihood of a delay or default in payment of the principal of and interest on the 2009 Bonds.  To the 
extent that property in Improvement Area No. 3 of the Community Facilities District continues to be 
owned by a limited number of property owners, the chances are increased that the Reserve Fund 
established for the 2009 Bonds could be fully depleted during any such delay in obtaining payment of 
delinquent Special Taxes.  As a result, sufficient moneys would not be available in the Reserve Fund 
for transfer to the Bond Fund to make up shortfalls resulting from delinquent payments of the Special 
Tax and thereby to pay principal of and interest on the 2009 Bonds on a timely basis. 

 
Limitations on Foreclosure and Foreclosure Delays.  The Community Facilities District will 

covenant to pursue judicial foreclosure under the Act against parcels with Special Tax delinquencies, 
under certain conditions.  See “SECURITY FOR THE 2009 BONDS – Covenant to Foreclose” above.  
No assurances can be given that the real property subject to a judicial foreclosure sale will be sold or, if 
sold, that the proceeds of sale will be sufficient to pay any delinquent Special Tax installments.  The Act 
does not require the Community Facilities District to purchase or otherwise acquire any lot or parcel of 
property foreclosed upon if there is no other purchaser at such sale.  

 
Section 53356.6 of the 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 the consent of the owners of 75% of the outstanding Bonds is obtained.  
However, under Section 53356.5 of the Act, the Community Facilities District, as judgment creditor, is 
entitled to purchase any property sold at foreclosure using a “credit bid,” where the Community 
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Facilities District could submit a bid crediting all or part of the amount required to satisfy the judgment 
for the delinquent amount of the Special Taxes.  If the Community Facilities District becomes the 
purchaser under a credit bid, the Community Facilities District must pay the amount of its credit bid into 
the redemption fund established for the 2009 Bonds, but this payment may be made up to 24 months 
after the date of the foreclosure sale.  

 
Foreclosure by court action is subject to normal litigation delays, the nature and extent of which 

are largely dependent on the nature of the defense, if any, put forth by the debtor and the Superior 
Court calendar.  In addition, the ability of the Community Facilities District to foreclose the lien of 
delinquent unpaid Special Taxes may be limited in certain instances and may require prior consent of 
the property owner if the property is owned by or in receivership of the Federal Deposit Insurance 
Corporation (the “FDIC”), as further described below.  

 
Glasply Marine Industries.  On July 30, 1992 the United States Court of Appeals for the Ninth 

Circuit issued an opinion in a bankruptcy case entitled In re Glasply Marine Industries, holding that ad 

valorem property taxes levied by a county in the State of Washington after the date that the property 
owner filed a petition for bankruptcy would not be entitled to priority over the claims of a secured 
creditor with a prior lien on the property.  Although the court upheld the priority of unpaid taxes imposed 
before the bankruptcy petition, unpaid taxes imposed subsequent to the filing of the bankruptcy petition 
were declared to be “administrative expenses” of the bankruptcy estate, payable after the claims of all 
secured creditors.  As a result, the secured creditor was able to foreclose on the subject property and 
retain all the proceeds from the sale thereof except the amount of the pre-petition taxes.  Pursuant to 
this holding, post-petition taxes would be paid only as administrative expenses and only if a bankruptcy 
estate has sufficient assets to do so.  In certain circumstances, payment of such administrative 
expenses may be allowed to be deferred.  Once the property is transferred out of the bankruptcy estate 
(through foreclosure or otherwise) it would be subject only to current ad valorem taxes (i.e., not those 
accruing during the bankruptcy proceeding). 
 

The Glasply decision is controlling precedent in bankruptcy court in the State of California.  If 
Glasply were held to be applicable to Special Taxes, a bankruptcy petition filing would prevent the lien 
for Special Taxes levied in subsequent fiscal years from attaching so long as the property was part of 
the estate in bankruptcy, which could reduce the amount of Special Taxes available to pay debt service 
on the 2009 Bonds.  However, Glasply speaks as to ad valorem property taxes, and not special taxes, 
and no case law exists with respect to how a bankruptcy court would treat the lien for special taxes 
levied after the filing of a petition in bankruptcy.   

 
It should also be noted that on October 22, 1994, Congress enacted 11 U.S.C. § 362(b)(18), 

which added a new exception to the automatic stay for ad valorem property taxes imposed by a political 
subdivision after the filing of a bankruptcy petition.  Under this law, if a bankruptcy petition is filed on or 
after October 22, 1994, the lien for ad valorem property taxes in subsequent fiscal years will attach 
even if the property is part of the bankruptcy estate.  Bond owners should be aware that the potential 
effect of 11 U.S.C. § 362(b)(18) on the Special Taxes also depends upon whether a court were to 
determine that the Special Taxes should be treated like ad valorem property taxes for this purpose. 

 
It should also be noted that on April 20, 2005, Congress amended 11 U.S.C. § 362(b)(18) to 

expand the existing exception to the automatic stay for ad valorem property taxes.  As amended, this 
section of the Bankruptcy Code provides that the following liens are not subject to the automatic stay: 
the creation or perfection of a statutory lien for an ad valorem property tax, or a special tax or special 
assessment on real property whether or not ad valorem, imposed by a governmental unit, if such tax or 
assessment comes due after the date of the filing of the petition in bankruptcy. 
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Property Owned by FDIC.  In addition, the ability of the Community Facilities District to 
foreclose upon the lien on property for delinquent Special Taxes may be limited for properties in which 
the Federal Deposit Insurance Corporation (the “FDIC”) has an interest.  On November 26, 1996, the 
FDIC adopted a Statement of Policy Regarding the Payment of State and Local Property Taxes (the 
“Policy Statement”) (which superseded a prior statement issued by the FDIC and the Resolution Trust 
Corporation in 1991).  The Policy Statement applies to the FDIC when it is liquidating assets in its 
corporate and receivership capacities.  The Policy Statement provides, in part, that real property of the 
FDIC is subject to state and local real property taxes if those taxes are assessed according to the 
property's value, and that the FDIC is immune from ad valorem real property taxes assessed on other 
bases.  The Policy Statement also provides that the FDIC will pay its proper tax obligations when they 
become due and will pay claims for delinquencies as promptly as is consistent with sound business 
practice and the orderly administration of the institution's affairs, unless abandonment of the FDIC 
interest in the property is appropriate.  It further provides that the FDIC will pay claims for interest on 
delinquent property taxes owned at the rate provided under state law, but only to the extent the interest 
payment obligation is secured by a valid lien.  The FDIC will not pay for any fines or penalties and will 
not pay nor recognize liens for such amounts.  The Policy Statement also provides that 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.  No property of the FDIC is 
subject to levy, attachment, garnishment, foreclosure or sale without the FDIC's consent.  In addition, a 
lien for taxes and interest may attach, but the FDIC will not permit a lien or security interest held by the 
FDIC to be eliminated by foreclosure without the FDIC's consent.  

 
With respect to challenges to assessments, the Policy Statement provides: “The [FDIC] is only 

liable for state and local taxes which are based on the value of the property during the period for which 
the tax is imposed, notwithstanding the failure of any person, including prior record owners, to 
challenge an assessment under the procedures available under state law.  In the exercise of its 
business judgment, the [FDIC] may challenge assessments which do not conform with the statutory 
provisions, and during the challenge may pay tax claims based on the assessment level deemed 
appropriate, provided such payment will not prejudice the challenge.  The [FDIC] will generally limit 
challenges to the current and immediately preceding taxable year and to the pursuit of previously filed 
tax protests.  However, the [FDIC] may, in the exercise of its business judgment, challenge any prior 
taxes and assessments provided that (1) the [FDIC's] records (including appraisals, offers or bids 
received for the purchase of the property, etc.) indicate that the assessed value is clearly excessive, (2) 
a successful challenge will result in a substantial savings to the [FDIC], (3) the challenge will not unduly 
delay the sale of the property, and (4) there is a reasonable likelihood of a successful challenge.” 

 
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 simple interest unless the amount of 
tax is fixed at the time the FDIC acquires its fee simple interest in the property, nor will the FDIC 
recognize the validity of any lien to the extent it purports to secure the payment of any such amounts.  
Because the Special Taxes are neither ad valorem taxes nor special assessments, and because they 
are levied under a special tax formula under which the amount of the Special Tax is determined each 
year, the Special Taxes appear to fall within the category of taxes the FDIC generally will not pay under 
the Policy Statement.  

 
Following the County of Orange bankruptcy proceedings filed in December 1994, the FDIC filed 

claims against the County of Orange in the U.S. Bankruptcy Court and the Federal District Court which 
challenged special taxes that Orange County had levied on FDIC-owned property (and which the FDIC 
had paid) under the Act.  The FDIC took a position similar to that outlined in the Policy Statement, to 
the effect that the FDIC, as a governmental entity, is exempt from special taxes under the Act.  The 
Bankruptcy Court agreed, finding that the FDIC was not liable for post-receivership Mello-Roos taxes, 
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and the Bankruptcy Appellate Panel affirmed.  On appeal, the U.S. Court of Appeals for the Ninth 
Circuit, while not specifically asked to decide on the issue, stated in its decision filed on August 28, 
2001, that “the FDIC, as a federal agency, is exempt from the Mello-Roos tax,” and quoted Section 
53340(c) of the Act in stating that “’properties or entities’ of the federal government are exempt from the 
tax.”   

 
The Community Facilities District is unable to predict what effect the application of the Policy 

Statement, or the ultimate effect of the County of Orange case, would have in case of a Special Tax 
delinquency on a parcel in which the FDIC has an interest.  However, prohibiting the judicial foreclosure 
sale of a FDIC-owned parcel would likely reduce the number of or eliminate the persons willing to 
purchase a parcel at a foreclosure sale.  Owners of the 2009 Bonds should assume that the 
Community Facilities District will be unable to foreclose on parcels of land in Improvement Area No. 3 
of the Community Facilities District owned by the FDIC.  Such an outcome would cause a draw on the 
Reserve Fund and perhaps, ultimately, a default in payment of the 2009 Bonds. 

 
Disclosure to Future Purchasers 

 
The Community Facilities District has recorded a notice of the Special Tax lien in the Office of 

the County Recorder.  While title companies normally refer to such notices in title reports, there can be 
no guarantee that such reference will be made or, if made, that a prospective purchaser or lender will 
consider such special tax obligation in the purchase of a parcel of land or a home in Improvement Area 
No. 3 of the Community Facilities District or the lending of money secured by property in Improvement 
Area No. 3 of the Community Facilities District.  The Act and the Goals and Policies require the 
subdivider of a subdivision (or its agent or representative) to notify a prospective purchaser or long-term 
lessor of any lot, parcel, or unit subject to a Mello-Roos special tax of the existence and maximum 
amount of such special tax using a statutorily prescribed form.  California Civil Code Section 1102.6b 
requires that in the case of transfers other than those covered by the above requirement, the seller 
must at least make a good faith effort to notify the prospective purchaser of the special tax lien in a 
format prescribed by statute.  Failure by an owner of the property to comply with these requirements, or 
failure by a purchaser or lessor to consider or understand the nature and existence of the Special Tax, 
could adversely affect the willingness and ability of the purchaser or lessor to pay the Special Tax when 
due. 
 
No Acceleration Provisions 

 
The 2009 Bonds do not contain a provision allowing for their acceleration in the event of a 

payment default or other default under the terms of the 2009 Bonds or the Fiscal Agent Agreement.  
Under the Fiscal Agent Agreement, a Bondholder is given the right for the equal benefit and protection 
of all Bondowners similarly situated to pursue certain remedies.  See “APPENDIX E – Summary of 
Certain Provisions of the Fiscal Agent Agreement.”  So long as the 2009 Bonds are in book-entry form, 
DTC will be the sole Bondholder and will be entitled to exercise all rights and remedies of Bond holders. 

 
Loss of Tax Exemption 

 
As discussed under the caption “LEGAL MATTERS – Tax Exemption,” interest on the 2009 

Bonds might become includable in gross income for purposes of federal income taxation retroactive to 
the date the 2009 Bonds were issued as a result of future acts or omissions of the Community Facilities 
District in violation of its covenants in the Fiscal Agent Agreement.  The Fiscal Agent Agreement does 
not contain a special redemption feature triggered by the occurrence of an event of taxability.  As a 
result, if interest on the 2009 Bonds were to become includable in gross income for purposes of federal 
income taxation, the 2009 Bonds would continue to remain outstanding until maturity unless earlier 
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redeemed pursuant to optional or mandatory redemption or redemption upon prepayment of the 
Special Taxes.  See “THE 2009 BONDS – Redemption.” 

 
Voter Initiatives 

 
Under the California Constitution, the power of initiative is reserved to the voters for the purpose 

of enacting statutes and constitutional amendments.  Since 1978, the voters have exercised this power 
through the adoption of Proposition 13 and similar measures, including Proposition 218, which was 
approved in the general election held on November 5, 1996. 

 
Any such initiative may affect the collection of fees, taxes and other types of revenue by local 

agencies such as the Community Facilities District.  Subject to overriding federal constitutional 
principles, such collection may be materially and adversely affected by voter-approved initiatives, 
possibly to the extent of creating cash-flow problems in the payment of outstanding obligations such as 
the 2009 Bonds. 

 
Proposition 218—Voter Approval for Local Government Taxes—Limitation on Fees, 

Assessments, and Charges—Initiative Constitutional Amendment, added Articles XIIIC and XIIID to the 
California Constitution, imposing certain vote requirements and other limitations on the imposition of 
new or increased taxes, assessments and property-related fees and charges.   

 
The Special Taxes and the 2009 Bonds were each authorized by not less than a two-thirds vote 

of the landowners within Improvement Area No. 3 of the Community Facilities District who constituted 
the qualified electors of the Community Facilities District at the time of such voted authorization.  The 
Community Facilities District believes, therefore, that issuance of the 2009 Bonds does not require the 
conduct of further proceedings under the Act or Proposition 218. 

 
Like its antecedents, Proposition 218 is likely to undergo both judicial and legislative scrutiny 

before its impact on the Community Facilities District and its obligations can be determined.  Certain 
provisions of Proposition 218 may be examined by the courts for their constitutionality under both State 
and federal constitutional law, the outcome of which cannot be predicted.   

 
LEGAL MATTERS 

 
Legal Opinions 

 
The legal opinion of Bowie, Arneson, Wiles & Giannone, Newport Beach, California, Bond 

Counsel, approving the validity of the 2009 Bonds will be made available to purchasers at the time of 
original delivery and is attached in substantially final form as APPENDIX I.  A copy of the legal opinion 
will be attached to each Bond.   

 
Jones Hall, A Professional Law Corporation, San Francisco, California, will pass upon certain 

legal matters for the Community Facilities District as disclosure counsel.  Bowie, Arneson, Wiles & 
Giannone, Newport Beach, California, will pass upon certain legal matters for the Community Facilities 
District as special counsel to the School District.  Fulbright & Jaworski LLP, Los Angeles, California, is 
serving as counsel to the Underwriter. 

 
Tax Exemption 

 
In the opinion of Bowie, Arneson, Wiles & Giannone, Newport Beach, California, Bond Counsel, 

subject, however to the qualifications set forth below, under existing law, the interest on the 2009 
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Bonds is excluded from gross income for federal income tax purposes and such interest is not an item 
of tax preference for purposes of the federal alternative minimum tax imposed on individuals and 
corporations, provided, however, that, for the purpose of computing the alternative minimum tax 
imposed on corporations (as defined for federal income tax purposes), such interest is taken into 
account in determining certain income and earnings. 

 
The opinions set forth in the preceding paragraph are subject to the condition that the 

Community Facilities District comply with all requirements of the Internal Revenue Code of 1986 (the 
“Code”) that must be satisfied subsequent to the issuance of the 2009 Bonds in order that such interest 
be, or continue to be, excluded from gross income for federal income tax purposes.  The Community 
Facilities District has covenanted to comply with each such requirement.  Failure to comply with certain 
of such requirements may cause the inclusion of such interest in gross income for federal income tax 
purposes to be retroactive to the date of issuance of the 2009 Bonds.  The Fiscal Agent Agreement and 
other related documents refer to certain requirements and procedures which may be changed and 
certain actions which may be taken, in certain circumstances and subject to terms and conditions set 
forth in such documents, upon the advice or with an approving opinion of nationally recognized bond 
counsel.  No opinion is expressed by Bond Counsel as to any 2009 Bond or the interest thereon if any 
such change is made or action is taken upon the advice or approval of counsel other than Bond 
Counsel. 

 
In the further opinion of Bond Counsel, interest on the 2009 Bonds is exempt from California 

personal income taxes. 
 
Owners of the 2009 Bonds should also be aware that the ownership or disposition of, or the 

accrual or receipt of interest on, the 2009 Bonds may have federal or state tax consequences other 
than as described above.  Bond Counsel expresses no opinion regarding any federal or state tax 
consequences arising with respect to the 2009 Bonds other than as expressly described above. 
 
No Litigation 

 
At the time of delivery of the 2009 Bonds, the Community Facilities District will certify that there 

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 Community Facilities District has been served with 
process or threatened, which: 

 
• in any way questions the powers of the Board or the Community Facilities 

District, or  
 
• in any way questions the validity of any proceeding taken by the Board in 

connection with the issuance of the 2009 Bonds, or  
 
• wherein an unfavorable decision, ruling or finding could materially adversely 

affect the transactions contemplated by the Bond Purchase Contract, or  
 
• which, in any way, could adversely affect the validity or enforceability of the 

resolutions of the Board adopted in connection with the formation of the Community Facilities 
District or the issuance of the 2009 Bonds, the Fiscal Agent Agreement, the Issuer Continuing 
Disclosure Certificate or the Bond Purchase Contract, or  
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• to the knowledge of the Community Facilities District, which in any way questions 
the exclusion from gross income of the recipients thereof of the interest on the 2009 Bonds for 
federal income tax purposes, or  

 
• in any other way questions the status of the 2009 Bonds under State tax laws or 

regulations. 
 
 

CONTINUING DISCLOSURE 
 

The Community Facilities District 
 
The Community Facilities District will covenant in a continuing disclosure certificate, the form of 

which is set forth in “APPENDIX G – Form of Issuer Disclosure Certificate” (the “Issuer Continuing 
Disclosure Certificate”), for the benefit of holders and beneficial owners of the 2009 Bonds, to provide 
certain financial information and operating data relating to the Community Facilities District and the 
2009 Bonds by not later than nine months after the end of the Community Facilities District’s Fiscal 
Year, or March 31 of each year, beginning on March 31, 2009.  The Issuer Continuing Disclosure 
Certificate also requires the Community Facilities District to provide notices of the occurrence of certain 
enumerated events, if material.   

 
The initial Dissemination Agent under the Issuer Continuing Disclosure Certificate will be 

Dolinka Group, LLC.  
 
The covenants of the Community Facilities District in the Issuer Continuing Disclosure 

Certificate will be made in order to assist the Underwriter in complying with Securities and Exchange 
Commission Rule 15c2-12(b)(5) (the “Rule”).   

 
A default under the Issuer Continuing Disclosure Certificate will not, in itself, constitute an Event 

of Default under the Fiscal Agent Agreement, and the sole remedy under the Issuer Continuing 
Disclosure Certificate in the event of any failure of the Community Facilities District or the 
Dissemination Agent to comply will be an action to compel specific performance.  

 
Neither the School District nor the Community Facilities District has ever failed to comply, in any 

material respect, with an undertaking under the Rule.   
 

The Property Owners 
 
General.  Lennar Homes and MS Rialto will each covenant in a separate continuing disclosure 

certificate, the form of which is set forth in “APPENDIX H – Form of Property Owner Disclosure 
Certificate” (the “Property Owner Continuing Disclosure Certificate”), for the benefit of holders and 
beneficial owners of the 2009 Bonds, to provide certain information relating to itself and the status of its 
respective property within the Community Facilities District on a semi-annual basis, and to provide 
notices of the occurrence of certain enumerated events. 

 
A default under any Property Owner Continuing Disclosure Certificate will not, in itself, 

constitute an Event of Default under the Fiscal Agent Agreement, and the sole remedy under any 
Property Owner Continuing Disclosure Certificate in the event of any failure of the Property Owner or 
the Dissemination Agent to comply will be an action to compel specific performance. 
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Termination of Reporting Obligations.  Each of MS Rialto and Lennar Homes may terminate 
their obligations under their respective Property Owner Continuing Disclosure Certificate as follows:  (i) 
for Lennar Homes, at such time as the property owned by Lennar Homes within Improvement Area No. 
3 is no longer obligated to pay 10% or more of the Special Taxes within Improvement Area No. 3, and 
(ii) for MS Rialto, at such time as the property owned by MS Rialto within Improvement Area No. 3 is no 
longer obligated to pay 10% or more of the Special Taxes within Improvement Area No. 3.  

 
If MS Rialto sells property to another entity and the property transferred is responsible for 10% 

or more of the special taxes to be levied in Improvement Area No. 3 in the next fiscal year, then MS 
Rialto will be relieved of its obligations as to the property transferred only if buyer entity assumes the 
continuing disclosure obligations under MS Rialto’s undertaking with respect to the property transferred.   

 
Likewise, Lennar Homes sells property to another entity and the property transferred is 

responsible for 10% or more of the special taxes to be levied in Improvement Area No. 3 in the next 
fiscal year, then Lennar Homes will be relieved of its obligations as to the property transferred only if 
the merchant builder assumes the continuing disclosure obligations under Lennar Home’s undertaking 
with respect to the property transferred.   

 
However, a buyer of property will not be required to enter into an assumption agreement if such 

buyer is already a party to a continuing disclosure certificate in form and substance similar to Appendix 
H, and under which the property conveyed to such buyer will become subject to future Semi-Annual 
Reports.  In addition, so long as Lennar Homes has not terminated its obligations under its Property 
Owner Continuing Disclosure Certificate, any property acquired by Lennar Homes from MS Rialto will 
be subject to Lennar Homes’s Property Owner Continuing Disclosure Certificate automatically without 
the necessity of executing any assignment or assumption. 

 
Prior Compliance with Continuing Disclosure Undertakings. 

 
The continuing disclosure undertaking will be the first for MS Rialto.  
 
Lennar Homes has numerous affiliates consisting of various entities that are developing or have 

been involved in the development of numerous different projects in states throughout the country. In 
California, Lennar Homes has numerous divisions that have been involved in the development of 
projects over the past five years. Lennar Homes cannot be certain that it has identified all of the 
undertakings that it has entered into or whether it has complied in all material respects with such 
undertakings. However, a representative for Lennar Homes will represent, to his or her knowledge, that 
over the past five years, Lennar Homes has not failed to comply in all material respects with any 
previous undertakings with regard to such Rule to provide semi-annual reports or notices of material 
events in California. However, Lennar Homes also represents the following: 

 
In connection with covenants relating to financings in 1999, 2000 and 2002 by the 

Association of Bay Area Governments for a project in the County of Contra Costa, California, 
continuing disclosure reports due on April 1, 2005 were not provided on a timely basis for 
Windemere Ranch Assessment District No. 1999-1. Windemere BLC Land Company, LLC, a 
California limited liability company, whose managing member is Lennar Homes, filed the 
continuing disclosure reports with the dissemination agent on October 10, 2005; and 
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NO RATINGS 
 
The Community Facilities District has not made, and does not contemplate making, any 

application to a rating agency for a rating on the 2009 Bonds.  No such rating should be assumed from 
any credit rating that the School District or the Community Facilities District may obtain for other 
purposes.  Prospective purchasers of the 2009 Bonds are required to make independent 
determinations as to the credit quality of the 2009 Bonds and their appropriateness as an investment.  

 
 

UNDERWRITING 
 

The 2009 Bonds are being purchased by the Stone & Youngberg LLC at a purchase price of 
$3,149,250 (which represents the aggregate principal amount of the 2009 Bonds ($3,230,000) less an 
underwriter's discount of $80,750). 

 
The purchase agreement relating to the 2009 Bonds provides that the Underwriter will purchase 

all of the 2009 Bonds, if any are purchased, the obligation to make such purchase being subject to 
certain terms and conditions set forth in such purchase agreement. 

 
The Underwriter may offer and sell Bonds to certain dealers and others at prices lower than the 

offering price stated on the inside cover page hereof.  The offering prices may be changed from time to 
time by the Underwriter. 

 
 

PROFESSIONAL FEES 
 
In connection with the issuance of the 2009 Bonds, fees or compensation payable to certain 

professionals are contingent upon the issuance and delivery of the 2009 Bonds.  Those professionals 
include: 

 
• the Underwriter; 
 
• Jones Hall, A Professional Law Corporation, as Disclosure Counsel; 
 
• Bowie, Arneson, Wiles & Giannone, as Bond Counsel;  
 
• Fulbright & Jaworski LLP, as Underwriter’s Counsel; 
 
• a portion of the fees of Dolinka Group, LLC, as special tax consultant; 
 
• A portion of the fees of Fieldman, Rolapp & Associates, as Financial Advisor; and 
 
• U.S. Bank National Association, as Fiscal Agent for the 2009 Bonds. 
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EXECUTION 
 
The execution and delivery of the Official Statement by the Community Facilities District has 

been duly authorized by the Board of Trustees of the Saugus Union School District, acting as the 
legislative body of the Community Facilities District. 

 
 
COMMUNITY FACILITIES DISTRICT NO. 2006-1 
OF THE SAUGUS UNION  SCHOOL DISTRICT  
 
By:  /s/ Robert Cutting   

Robert Cutting, 
Assistant Superintendent, Business Services, 

Saugus Union School District, on behalf 
of Community Facilities District No. 2006-1 

of the Saugus Union School District 
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APPENDIX A 
 

GENERAL INFORMATION ABOUT THE CITY OF SANTA CLARITA 
AND LOS ANGELES COUNTY 

 
The following information concerning the City of Santa Clarita and Los Angeles County and 

surrounding areas are included only for the purpose of supplying general information regarding the 

community.  The 2009 Bonds are not a debt of the City, the State or any of its political subdivisions, and 

neither the City, the State nor any of its political subdivisions is liable therefor. 
 

General Information  
 

The Community Facilities District is located in the Santa Clarita Valley area of northern Los 
Angeles County, and is composed of seven communities, including Canyon Country, Newhall, Saugus 
and Valencia, all located in the city limits of the City and the unincorporated communities of Castaic, 
Stevenson Ranch and Val Verde.  These areas are briefly described below. 
 

The City. The City of Santa Clarita (the "City") was officially incorporated on December 15, 
1987 after a ballot measure was passed by the City's residents.  The City operates under a council-
manager form of government and provides, either directly or under contract with the County, a full 
range of municipal services including public safety, public works, parks and recreation and community 
development.  The City's population was estimated to be 167,954 as of January 1, 2005. 

 
Canyon Country is the City's most populous community, and also features some industrial uses 

and several neighborhood shopping plazas. 
 
Newhall represents the area's oldest established community, dating to its founding in 1876 

along a key rail line.  Newhall is an older diverse residential area with significant commercial and 
restaurant uses.  The Newhall area has served as the locale for Disney Movie Ranch, Gene Autry's 
Melody Ranch, a park and nature center, and film star William S. Hart's former ranch, now a museum. 

 
Saugus owes its existence to the Southern pacific Railroad Line and was the home of a original 

railroad station.  Saugus is a mix of new residential areas amid established neighborhoods, with 
additional commercial and retail centers. 

 
Valencia is a master-planned community, developed by the Newhall Land and Farming 

Company.  Based on the Valencia Master Plan, this community features a balance of business and 
residential land uses. Valencia includes park-like neighborhoods, golf courses and lighted landscaped 
walkways connecting homes, schools, shopping and recreational facilities, including Six Flags Magic 
Mountain.  

 
Castaic is one of Santa Clarita Valley's major recreation area, with its lake serving as the center 

of the area's swimming, sailing, fishing, boating and water skiing. Because of its proximity to the San 
Joaquin Valley, this community is also a connection point in the north-south trucking network. 

 
Stevenson Ranch is a newer community, located west of the City.  It has both residential and 

commercial uses. 
 
Val Verde is a small rural resort area in the hilly northwestern portion of the Santa Clarita Valley, 

adjacent to Ventura County. 
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Newhall Ranch is an area that encompasses some 12,000 acres west of Valencia, which is 
being develop by the Newhall Land and Farming Company.  The Newhall Ranch Specific Plan permits 
21,600 homes, 1,000 acres of commercial, business park and mixed use development, with 
approximately 6,200 acres of open space.  

 
The County.  Located along the southern coast of California, Los Angeles County covers about 

4,080 square miles.  It measures approximately 75 miles from north to south and 70 miles from east to 
west.  The county includes Santa Catalina and San Clemente Islands and is bordered by the Pacific 
Ocean and Ventura, San Bernardino and Orange Counties. 

Almost half of the county is mountainous and some 14 percent is a coastal plain known as the 
Los Angeles Basin.  The low Santa Monica mountains and Hollywood Hills run east and west and form 
the northern boundary of the Basin and the southern boundary of the San Fernando Valley.  The San 
Fernando Valley terminates at the base of the San Gabriel Mountains whose highest peak is over 
10,000 feet.  Beyond this mountain range the rest of the county is a semi-dry plateau, the beginning of 
the vast Mojave Desert. 

According to the Los Angeles County Regional Planning Commission, the 86 incorporated cities 
in the county covered about 1,344 square miles or 27 percent of the total county.  About 16 percent of 
the land in the County was devoted to residential use and over two thirds of the land was open space 
and vacant. 

 
Population 

 
The following table shows population estimates for the City, the County and the State of 

California for the past five years. 
 

CITY OF SANTA CLARITA, LOS ANGELES COUNTY 
POPULATION ESTIMATES 

 
Area 2004 2005 2006 2007 2008 
      
City of Santa Clarita 164,675 166,958 167,631 176,168 177,045 
Los Angeles County 10,088,934 10,166,417 10,257,994 10,275,914 10,363,850 
State of California 36,245,016 36,728,196 37,195,240 37,559,440 38,049,462 
     
Source: State of California, Department of Finance, as of January 1. 
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Industry 
 

The area of the District is included in the Los Angeles Metropolitan Statistical Area, which is 
comprised of Los Angeles County.  Los Angeles County civilian labor force figures are shown in the 
following table.  These figures are County-wide and may not necessarily reflect employment trends in 
the District. 
 

The table below lists employment by industry group for Los Angeles County for the years 2003 
through 2007. 

 
Annual Average Labor Force 

Employment by Industry Group 
 

 2003 2004 2005 2006 2007 
Civilian Labor Force 4,759,100 4,770,800 4,816,000 4,850,700 4,921,200 
Employment 4,427,100 4,460,500 4,559,500 4,620,800 4,675,300 
Unemployment 332,000 310,300 256,500 229,900 245,900 
Unemployment Rate 7.0% 6.5% 5.3% 4.7% 5.0% 
Wage and Salary Employment: 

(1)
      

Agriculture 7,800 7,600 7,400 7,600 7,800 
Natural Resources and Mining  3,800 3,800 3,700 4,000 4,400 
Construction  134,600 140,200 148,700 157,500 157,200 
Manufacturing 500,000 483,600 471,700 461,700 447,100 
Wholesale Trade 214,100 215,100 219,300 225,700 229,600 
Retail Trade  399,300 405,400 414,400 423,300 423,600 
Trans., Warehousing, Utilities  161,500 161,100 161,700 169,000 166,400 
Information 202,300 211,900 207,600 209,700 209,200 
Financial and Insurance 165,000 165,000 166,200 169,000 165,500 
Real Estate, Rental & Leasing 74,800 76,700 77,800 79,800 79,500 
Professional and Business Services 559,900 562,400 576,100 598,900 605,700 
Educational and Health Services 460,400 467,000 471,300 478,700 488,300 
Leisure and Hospitality 362,600 372,800 377,800 388,600 397,400 
Other Services 145,500 144,700 144,300 145,200 147,100 
Federal Government 55,500 54,400 53,500 52,300 50,500 
State Government 80,800 79,000 78,200 79,500 80,600 
Local Government 463,000 453,800 452,000 457,600 463,700 
Total All Industries 

(2) 
3,990,800 4,004,100 4,031,600 4,100,100 4,123,600 

      

(1)
 Industry employment is by place of work; excludes self-employed individuals, unpaid family workers, household domestic 

workers, and workers on strike. 
(2)

 May not add due to rounding.  
Source: State of California Employment Development Department. 



 

A-4 

Employment 
 

The table below lists the major employers in the Los Angeles County area.  Major private 
employers in the Los Angeles area include those in aerospace, health care, entertainment, electronics, 
retail and manufacturing. Major public sector employers include public universities and schools, the 
State of California and Los Angeles County. 

 
LOS ANGELES COUNTY 

MAJOR EMPLOYERS 
2008 

 
Employer Name   Location  Industry 
American Honda Motor Co Inc  Torrance  Automobile & Truck Brokers (Whol) 
Amtrak  Los Angeles  Government-Railroads Line-Haul Operators 
BP Carson Refinery  Carson  Misc Indstrl Equip & Supls Nec (Whol) 
BP West Coast Products  Carson  Oil Field Equipment (Wholesale) 
Century Plaza Towers  Los Angeles  Office Buildings & Parks 
Children's Hospital  Long Beach  Hospitals 
Gardena Fire Dept  Gardena  Fire Departments 
Jet Propulsion Laboratory  Pasadena  Laboratories 
Kaiser Foundation Hospital  Los Angeles  Hospitals 
Kaiser Permanente  Los Angeles  Physicians & Surgeons 
L A County Fire Dept  Los Angeles  Fire Departments 
Lockheed Martin Aeronautics Co  Palmdale  Aerospace Industries (Mfrs) 
Long Beach Memorial Med Ctr  Long Beach  Hospitals 
Los Angeles Police Dept  Los Angeles  Police Departments 
Pacific Enterprises Co  Los Angeles  Exporters (Whol) 
Penske Truck Rental  Burbank  Truck Renting & Leasing 
Six Flags Magic Mountain Inc  Valencia  Amusement Places 
Sony Pictures Entertainment  Culver City  Motion Picture Film-Distrs & Exchs 
UCLA  Los Angeles  Schools-Universities & Colleges Academic 
University-Southern California  Los Angeles  Schools-Universities & Colleges Academic 
VA Greater Los Angeles Health  Los Angeles  Hospitals 
Walt Disney Co  Burbank  Investments 
Westcoast  Carson  Marketing Programs & Services 
Women & Childrens Hospital  Los Angeles  Hospitals 
     
Source: State of California Employment Development Department. 

 
Commercial Activity 
 

During the first quarter of calendar year 2007, total taxable transactions in the City were 
reported to be $684,714,000, a 4.19% increase over the total taxable transactions of $657,169,000 that 
were reported in the City during the first quarter of calendar year 2006.  A summary of historic taxable 
sales within the City during the past five years for which data is available is shown in the following table.  
Annual figures are not yet available for 2007. 
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CITY OF SANTA CLARITA 
Taxable Transactions 
(dollars in thousands) 

 
 
 

Year 

 
Retail Permits 

on July 1 

Retail Stores 
Taxable 

Transactions 

 
Total Permits on 

July 1 

Total Outlets 
Taxable 

Transactions 
2002 2,333 1,733,784 5,618 2,095,140 
2003 2,621 1,930,424 5,999 2,290,510 
2004 2,888 2,185,585 6,133 2,566,848 
2005 3,115 2,285,278 6,336 2,673,395 
2006 3,128 2,401,919 6,409 2,857,875 

     
Source:  State of California, Board of Equalization. 

 
During the first quarter of calendar year 2007, total taxable transactions in Los Angeles County 

were reported to be $32,853,484,000, a 3.71% increase over the total taxable transactions of 
$31,678,436,000 that were reported in the County during the first quarter of calendar year 2006.  A 
summary of historic taxable sales within the County during the past five years for which data is 
available is shown in the following table.  Annual figures are not yet available for 2007. 

 
LOS ANGELES COUNTY 

Taxable Transactions 
(Dollars in Thousands) 

 
 
 

Year 

 
Retail Permits 

on July 1 

Retail Stores 
Taxable 

Transactions 

 
Total Permits on 

July 1 

Total Outlets 
Taxable 

Transactions 
2002 120,420 $74,547,977 281,496 $108,753,064 
2003 128,313 79,426,726 289,892 113,685,422 
2004 134,717 86,496,685 295,398 122,533,104 
2005 139,641 92,271,155 298,083 130,722,373 
2006 142,512 95,554,193 295,701 136,162,552 
     
Source:  State of California, Board of Equalization. 
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Construction Trends 

 
Provided below are the building permits and valuations for the City and the County for calendar 

years 2003 through 2007. 
 

CITY OF SANTA CLARITA 
New Construction 

(dollars in thousands) 
 

 2003 2004 2005 2006 2007 
Permit Valuation      
New Single-family $153,668.8 $255,659.5 $53,945.4 $47,327.7 $64,464.0 

New Multi-family 9,803.9 50,229.9 1,411.9 0.0 5,357.3 

Res.  Alterations/Additions 12,968.5 23,588.8 21,450.4 20,342.7 14,994.1 
Total Residential 176,441.2 329,478.2 76,807.6 67,670.3 84,815.4 

New Commercial 20,059.2 41,117.9 50,938.5 58,311.3 42,032.9 
New Industrial 6,769.0 26,647.1 17,029.1 24,629.2 0.0 
New Other 13,797.6 18,331.4 16,839.5 37,616.7 13,290.8 
Com.  Alterations/Additions 9,660.3 25,340.8 36,292.8 48,078.5 38,178.3 

Total Nonresidential 50,286.1 111,437.2 121,099.8 168,635.7 93,502.0 
      
New Dwelling Units      
Single Family 514 981 184 147 199 
Multiple Family   84   621    6    0  24 
     TOTAL 598 1,602 190 147 223 

    
Source:  Construction Industry Research Board, Building Permit Summary. 

 
LOS ANGELES COUNTY 

New Construction 
(dollars in thousands) 

 
 2003 2004 2005 2006 2007 
Permit Valuation      
New Single-family $2,584,850.1 $2,923,786.0 $2,915,511.7 $2,560,588.5 $2,047,773.3 

New Multi-family 1,178,699.9 1,915,862.5 1,810,154.7 2,205,262.8 2,101,560.8 

Res.  Alterations/Additions 1,390,128.9 1,727,799.4 1,962,196.0 1,981,614.8 1,898,228.2 
Total Residential 5,153,678.9 6,567,448.0 6,687,862.3 6,747,466.2 5,956,562.3 

New Commercial 687,654.4 975,900.5 1,073,445.9 1,251,955.0 1,858,923.4 
New Industrial 276,414.1 178,199.5 277,419.0 181,821.1 108,827.3 
New Other 602,067.1 615,702.5 804,290.5 767,924.9 766,205.8 
Com.  Alterations/Additions 1,376,541.5 1,403,741.8 1,668,983.1 1,693,835.1 2,005,199.0 

Total Nonresidential $2,931,677.1 $3,173,544.4 $3,824,138.4 $3,895,536.1 4,739,155.4 
      
New Dwelling Units      
Single Family 10,217 11,752 11,911 10,097 7,509 
Multiple Family 11,096 15,183 13,736 16,251 12,854 
     TOTAL 21,313 26,935 25,647 26,348 20,363 

    
Source:  Construction Industry Research Board, Building Permit Summary. 
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Rate & Method of Apportionment for  
Improvement Area No. 3 of Community Facilities District No. 2006-1 
Saugus Union School District 

 
The following sets forth the Rate and Method of Apportionment for the levy and collection of 
Special Taxes of Saugus Union School District ("School District") in Improvement Area ("IA") No. 3 
of Community Facilities District No. 2006-1 ("CFD No. 2006-1"). An Annual Special Tax shall be 
levied on and collected in IA No. 3 of CFD No. 2006-1 each Fiscal Year in an amount determined 
through the application of the Rate and Method of Apportionment described below.  Until the 
termination of the Special Tax as set forth in Section J herein, all of the real property in IA No. 3 of 
CFD No. 2006-1, shall be taxed for the purposes, to the extent, and in the manner herein provided, 
except for any portion of such real property (i) that is exempted by law or by the provisions hereof 
or (ii) for which a notice of cessation of Special Tax has been recorded by the School District. 

 
Section A: Definitions 
 
The terms hereinafter set forth have the following meanings: 
 
"Acreage" means the number of acres of land area of an Assessor's Parcel as shown on an 
Assessor's Parcel Map, or if the land area is not shown on an Assessor’s Parcel Map, CFD No. 
2006-1 may rely on the land area shown on the applicable Final Subdivision Map, parcel map, 
condominium plan, or other recorded County parcel map.   
 
"Act" means the Mello-Roos Community Facilities Act of 1982 as amended, being Chapter 2.5, 
Division 2 of Title 5 of the Government Code of the State of California. 
 
"Administrative Expenses" means any ordinary and necessary expense incurred by the School 
District on behalf of IA No. 3 of CFD No. 2006-1 related to the determination of the amount of the 
levy of Special Taxes, the collection of Special Taxes including the reasonable expenses of 
collecting delinquencies, the administration of Bonds, the proportionate payment of salaries and 
benefits of any School District employee whose duties are directly related to the administration of 
IA No. 3 of CFD No. 2006-1, and costs otherwise incurred in order to carry out the authorized 
purposes of IA No. 3 of CFD No. 2006-1. 
 
"Annual Special Tax" means the Special Tax actually levied in any Fiscal Year on any Assessor’s 
Parcel. 
 
"Assessor’s Parcel" means a lot or parcel of land designated on an Assessor’s Parcel Map with 
an assigned Assessor’s Parcel Number within the boundaries of IA No. 3 of CFD No. 2006-1. 
 
"Assessor’s Parcel Map" means an official map of the Assessor of the County designating 
parcels by Assessor’s Parcel Number. 
 
"Assessor’s Parcel Number" or “APN” means that number assigned to an Assessor’s Parcel by 
the County for purposes of identification.     
 
"Assigned Annual Special Tax" means the Special Tax of that name described in Section D. 
 
"Backup Annual Special Tax" means the Special Tax of that name described in Section E. 
 
"Board" means the Board of Trustees of Saugus Union School District as the legislative body of IA 
No. 3 of CFD No. 2006-1 or its authorized administrative delegate. 
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"Bond Index" means the national Bond Buyer Revenue Bond Index, commonly referenced as the 
25-Bond Revenue Index.  In the event the 25-Bond Revenue Index ceases to be published, the 
Bond Index used shall be based on a comparable index for revenue bonds maturing in 30 years 
with an average rating equivalent to Moody's A1 and S&P's A-plus, as reasonably determined by 
CFD No. 2006-1. 
 
"Bonds" means one or more series of special tax bonds authorized by the qualified electors of, 
and issued for, IA No. 3 by CFD No. 2006-1, or any refunding bonds thereof. 
  
"Building Permit" means a permit for the construction of one or more Units issued by the County 
for the construction of Units within the County, or another public agency in the event the County no 
longer issues permits for the construction of Units within IA No. 3 of CFD No. 2006-1.  For 
purposes of this definition, "Building Permit" shall not include permits for construction or installation 
of commercial/industrial structures, parking structures, retaining walls, utility improvements, or 
other such improvements not intended for human habitation. 
 
"Building Square Footage" or "BSF" means the square footage of assessable internal living 
space of a Unit, exclusive of any carports, walkways, garages, overhangs, patios, enclosed patios, 
detached accessory structure, or other structures not used as living space, as determined by 
reference to the Building Permit for such Unit.   
 
"Calendar Year" means the period commencing January 1 of any year and ending the following 
December 31. 
 
"CFD No. 2006-1" means Community Facilities District No. 2006-1 of Saugus Union School 
District. 
 
"County" means the County of Los Angeles, State of California. 
 
"Developed Property" means all Assessor’s Parcels of Taxable Property for which Building 
Permits were issued on or before May 1 of the prior Fiscal Year, provided that each such 
Assessor's Parcel is associated with a Lot created on or before January 1 of the prior Fiscal Year 
as determined reasonably by CFD No. 2006-1. 
 
"Exempt Property" means all Assessors’ Parcels designated as being exempt from Special 
Taxes in Section K. 
          
"Final Subdivision Map" means a final tract map, parcel map, condominium plan, lot line 
adjustment, or functionally equivalent map or instrument that creates Lots, recorded in the County 
Office of the Recorder. 
 
"Fiscal Year" means the period commencing on July 1 of any year and ending the following June 
30. 
 
"Lot" means an individual legal lot created by a Final Subdivision Map for which a Building Permit 
for residential construction has been or could be issued.  Notwithstanding the foregoing, in the 
case of an individual legal lot created by such a Final Subdivision Map upon which condominium 
units are entitled to be developed but for which a condominium plan has not been recorded, the 
number of Lots allocable to such legal lot for purposes of calculating the Backup Annual Special 
Tax applicable to such Final Subdivision Map shall equal the number of condominium units which 
are permitted to be constructed on such legal lot as shown on such Final Subdivision Map. 
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"Maximum Special Tax" means the maximum Special Tax, determined in accordance with 
Section C that can be levied by IA No. 3 of CFD No. 2006-1 in any Fiscal Year on any Assessor’s 
Parcel of Taxable Property. 
  
"Minimum Annual Special Tax Requirement" means the amount required in any Fiscal Year to 
pay: (i) the debt service or other costs on all outstanding Bonds, (ii) Administrative Expenses of IA 
No. 3 of CFD No. 2006-1, (iii) the costs associated with the release of funds from an escrow 
account, and (iv) any amount required to establish or replenish any reserve funds established in 
association with the Bonds, less (v) any amount in the special tax fund for the outstanding Bonds 
available in that Fiscal Year to pay debt service or other costs on the Bonds pursuant to any 
applicable bond indenture, fiscal agent agreement, or trust agreement.  
 
"Minimum Annual Special Tax Requirement For Developed Property" means the amount 
required in any Fiscal Year to pay: (i) 110% of the debt service or other costs on all outstanding 
Bonds, (ii) Administrative Expenses of IA No. 3 of CFD No. 2006-1, (iii) the costs associated with 
the release of funds from an escrow account, and (iv) any amount required to establish or 
replenish any reserve funds established in association with the Bonds, less (v) any amount in the 
special tax fund for the outstanding Bonds available in that Fiscal Year to pay debt service or other 
costs on the Bonds pursuant to any applicable bond indenture, fiscal agent agreement, or trust 
agreement. 
 
"Minimum Net Taxable Acreage" means, for all Zones, the applicable Acreage listed in Table 3 
of Section K. 
 
"Partial Prepayment Amount" means the amount required to prepay a portion of the ongoing 
Annual Special Tax obligation for an Assessor’s Parcel, as described in Section I. 
 
"Prepayment Administrative Fees" means the fees and expenses associated with the 
prepayment, including the costs of computation of the Prepayment Amount, costs of redeeming 
Bonds, and costs of recording any notices to evidence the prepayment and redemption of Bonds. 
  
"Prepayment Amount" means the amount required to prepay in full and terminate the ongoing 
Annual Special Tax obligation in full for an Assessor’s Parcel, as described in Section H. 
 
"Present Value of Taxes" means the present value of any Special Tax applicable to an 
Assessor's Parcel in the current Fiscal Year not yet paid for IA No. 3 of CFD No. 2006-1, plus the 
expected Annual Special Tax applicable to such Assessor's Parcel in each remaining Fiscal Year 
until the termination occurs as specified in Section J, using as the discount rate either (i) the Yield 
On The Bonds after Bond issuance or (ii) the most recently published Bond Index prior to Bond 
issuance. 
             
"Proportionately" means that the ratio of the actual Annual Special Tax levy to the applicable 
Assigned Annual Special Tax is equal for all applicable Assessors’ Parcels. 
 
"Reserve Fund Credit" means, for each owner of an Assessor's Parcel wishing to prepay the 
Annual Special Tax obligation of such Assessor's Parcel, an amount equal to the lesser of (i) the 
reduction in the reserve requirement for the outstanding Bonds resulting from the redemption of 
Bonds with the applicable prepaid Special Taxes or (ii) the amount calculated by subtracting the 
new reserve requirement after the redemption of outstanding Bonds as a result of the prepayment 
from the balance in the reserve fund on the date of prepayment, but no reserve fund credit will be 
given if such amount is less than zero. In the event that a surety bond or other credit instrument 
satisfies the reserve requirement, no Reserve Fund Credit shall be given.  
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"School District" means Saugus Union School District  
 
"Special Tax" means any of the special taxes authorized to be levied by IA No. 3 of CFD No. 
2006-1 pursuant to the Act and this Rate and Method of Apportionment.   
 
"Taxable Property" means all Assessor’s Parcels that are not Exempt Property. 
 
"Undeveloped Property" means all Assessor’s Parcels of Taxable Property that are not 
Developed Property. 
 
"Unit" means each separate residential dwelling unit that constitutes an independent facility 
capable of being conveyed separately from adjacent residential dwelling units. 
 
"Yield On The Bonds" means the arbitrage yield for the last series of Bonds issued. 
 
"Zone” means the areas identified as a Zone in Exhibit A to this Rate & Method of Apportionment. 
 
"Zone A" means all property located within the area identified as Zone A of IA No. 3 of CFD No. 
2006-1 in Exhibit A, subject to interpretation by CFD No. 2006-1 as described in Section B. 
 
"Zone B" means all property located within the area identified as Zone B of IA No. 3 of CFD No. 
2006-1 in Exhibit A, subject to interpretation by CFD No. 2006-1 as described in Section B. 
 
Section B: Classification of Assessor's Parcels 
 
For each Fiscal Year, commencing with Fiscal Year 2007/2008, each Assessor’s Parcel within IA 
No. 3 of CFD No. 2006-1 shall be assigned to a Zone in accordance with Exhibit A at the 
reasonable discretion of CFD No. 2006-1.  In addition, each Assessor’s Parcel within a Zone shall 
be classified as Taxable Property or Exempt Property.  Furthermore, each Assessor's Parcel of 
Taxable Property shall be classified as Developed Property or Undeveloped Property.  Each 
Assessor's Parcel of Developed Property shall be assigned to a Special Tax class based on the 
Building Square Footage of the Unit as listed on the Building Permit issued for that unit. 
 
Section C: Maximum Special Taxes 
 
1. Developed Property 
 

The Maximum Special Tax for each Assessor’s Parcel classified as Developed Property in 
a given Zone for any Fiscal Year shall be the amount determined by the greater of (i) the 
application of the Assigned Annual Special Tax for the applicable Zone or (ii) the application 
of the Backup Annual Special Tax for the applicable Final Subdivision Map for such Zone.   

 
2. Undeveloped Property 
 

The Maximum Special Tax for each Assessor’s Parcel classified as Undeveloped Property 
in a given Zone for any Fiscal Year shall be the amount determined by the application of the 
Assigned Annual Special Tax for the applicable Zone. 
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Section D: Assigned Annual Special Taxes 
 

1.   Developed Property 
 
 The Assigned Annual Special Tax for each Assessor’s Parcel of Developed Property in any 

Zone shall be the amount determined by reference to Table 1 according to the Building 
Square Footage of the Unit.   

Table 1 
 

Assigned Annual Special Tax for 
Developed Property in All Zones 

Building Square Footage 
Assigned Annual 

Special Tax 

<=  2,100  $3,136.00 per Unit 

2,101 – 2,350  $3,346.00 per Unit 

2,351 – 2,600  $3,610.00 per Unit 

2,601 – 2,850  $4,014.00 per Unit 

2,851 – 3,100  $4,175.00 per Unit 

> 3,100  $4,364.00 per Unit 

  
2. Undeveloped Property 
 
 The Assigned Annual Special Tax rate for an Assessor’s Parcel classified as Undeveloped 

Property shall be the amount per acre of Acreage determined by reference to Table 2 
according to the applicable Zone within which the Assessor’s Parcel is located. 

 
Table 2 

 
Assigned Annual Special Tax for 

Undeveloped Property 

 
Zone 

Assigned Annual 
Special Tax 

 
A 

$31,304.29 per acre of 
Acreage 

 
B 

$32,171.38per acre of 
Acreage 

 
Section E: Backup Annual Special Taxes 
 
Each Fiscal Year, commencing with Fiscal Year 2007/2008, each Assessor’s Parcel of Developed 
Property within a given Zone shall be subject to a Backup Annual Special Tax.  The Backup 
Annual Special Tax for Developed Property within a Final Subdivision Map shall be the rate per Lot 
per Zone calculated according to the following formula: 
 
         Z x A 
B =  ---------- 
         L 
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The terms above have the following meanings: 
 
B = Backup Annual Special Tax per Lot in each Fiscal Year 
Z = Assigned Annual Special Tax per acre of Acreage of Undeveloped Property in the 

applicable Zone as depicted in Table 2 of Section D 
A = Minimum Net Taxable Acreage in the applicable Zone as depicted in Table 3 of Section K 
L  =   Lots in the applicable Zone of the Final Subdivision Map  
 
Notwithstanding the foregoing, if all or any portion of a Final Subdivision Map described is 
subsequently changed or modified, then the Backup Annual Special Tax for each Assessor’s 
Parcel of Developed Property in such Final Subdivision Map area that is changed or modified shall 
be a rate per square foot of Acreage calculated as follows:  
 
1. Determine the total Backup Annual Special Taxes anticipated to apply to the changed or 

modified Final Subdivision Map area prior to the change or modification. 
 

2. The result of paragraph 1 above shall be divided by the Acreage of Taxable Property which 
is ultimately expected to exist in such changed or modified Final Subdivision Map area, as 
reasonably determined by CFD No. 2006-1. 

 
3. The result of paragraph 2 above shall be divided by 43,560.  The result is the Backup 

Annual Special Tax per square foot of Acreage which shall be applicable to Assessor's 
Parcels of Developed Property in such changed or modified Final Subdivision Map for all 
remaining Fiscal Years in which the Special Tax may be levied.  The Backup Annual 
Special Tax for an Assessor’s Parcel of Developed Property in a Final Subdivision Map that 
is not changed or modified shall not be recalculated.   

 
Section F: Annual Special Tax Remainder 
 
In each Fiscal Year in which proceeds of Annual Special Taxes levied on Developed Property are 
greater than the Minimum Annual Special Tax Requirement, the difference shall be used by the 
School District for acquisition, construction or financing school facilities that will benefit the 
residents of CFD No. 2006-1 as determined by the School District, in accordance with the Act and 
other applicable law.  
 
Section G: Method of Apportionment of the Annual Special Tax 
 
Commencing Fiscal Year 2007/2008 and for each subsequent Fiscal Year until terminated 
according to Section J, CFD No. 2006-1 shall levy Annual Special Taxes as follows: 
 
Step One: CFD No. 2006-1 shall Proportionately levy an Annual Special Tax on each 

Assessor’s Parcel of Developed Property up to the Assigned Annual Special Tax 
applicable to each such Assessor’s Parcel to satisfy the Minimum Annual Special 
Tax Requirement For Developed Property. 

 
Step Two: If the sum of the amounts to be levied in step one will be insufficient to satisfy the 

Minimum Annual Special Tax Requirement, then CFD No. 2006-1 shall also 
Proportionately levy an Annual Special Tax on each Assessor’s Parcel of 
Undeveloped Property, up to the Maximum Special Tax applicable to each such 
Assessor’s Parcel, to satisfy the Minimum Annual Special Tax Requirement. 

 
Step Three: If the sum of the amounts to be levied pursuant to steps one and two will be 

insufficient to satisfy the Minimum Annual Special Tax Requirement, then CFD No. 
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2006-1 shall, instead of the amounts levied pursuant to step one, and in addition to 
the amounts levied pursuant to step two, Proportionately levy an Annual Special Tax 
on each Assessor’s Parcel of Developed Property, up to the Maximum Special Tax 
applicable to each such Assessor’s Parcel, to satisfy the Minimum Annual Special 
Tax Requirement. 

 
Section H: Prepayment of Annual Special Taxes 
 
The Annual Special Tax obligation of an Assessor’s Parcel of Developed Property or an Assessor’s 
Parcel of Undeveloped Property for which a Building Permit has been issued may be prepaid.  An 
owner of an Assessor's Parcel intending to prepay the Annual Special Tax obligation shall provide 
IA No. 3 of CFD No. 2006-1 with written notice of intent to prepay.  Within thirty (30) days of receipt 
of such written notice, CFD No. 2006-1 shall reasonably determine the Prepayment Amount of 
such Assessor's Parcel and shall notify such owner of such Prepayment Amount. In addition, any 
property owner prepaying his or her Annual Special Tax obligation must also pay all delinquent 
Special Taxes, interest and penalties owing on the Assessor's Parcel on which payment is being 
made, if any.  The Prepayment Amount shall be calculated according to the following formula: 
 
P = PVT – RFC + PAF 
 
The terms above have the following meanings: 
 
P =      Prepayment Amount 
PVT =      Present Value of Taxes 
RFC =      Reserve Fund Credit 
PAF =      Prepayment Administrative Fees 
 
The amount representing the Present Value of Taxes attributable to the prepayment less the 
Reserve Fund Credit attributable to the prepayment shall, prior to the issuance of Bonds be 
deposited into a separate account held with the School District to fund facilities authorized to be 
financed by CFD No. 2006-1 and after the issuance of Bonds be deposited into the applicable 
account or fund established under the trust agreement or indenture agreement or fiscal agent 
agreement and used to pay debt service or redeem Bonds.  The amount representing the 
Prepayment Administrative Fees attributable to the prepayment shall be retained and deposited 
into the applicable account by IA No. 3 of CFD No. 2006-1. 
 
With respect to any Assessor’s Parcel that has prepaid its obligation, CFD No. 2006-1 shall 
indicate in the records of IA No. 3 of CFD No. 2006-1 that there has been a prepayment of the 
Annual Special Tax obligation and shall cause a suitable notice to be recorded in compliance with 
the Act to indicate the prepayment of the Annual Special Tax obligation and the release of the 
Annual Special Tax lien on such Assessor’s Parcel, and the obligation of such Assessor’s Parcel to 
pay the Annual Special Tax shall cease.   
 
Notwithstanding the foregoing, no prepayment will be allowed unless (i) the amount of Annual 
Special Taxes that may be levied on Taxable Property after such prepayment, net of Administrative 
Expenses, shall be at least 1.1 times the regularly scheduled annual interest and principal 
payments in each future Fiscal Year on all Bonds that would remain outstanding after a portion of 
the Bonds are redeemed with such prepayment, and (ii) such prepayment will not impair the 
security of all currently outstanding Bonds, as reasonably determined by CFD No. 2006-1.  Such 
determination shall include identifying all Assessors’ Parcels that are expected to become Exempt 
Property. 
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Section I: Partial Prepayment of Annual Special Taxes 
 
The Annual Special Tax obligation of an Assessor's Parcel may be partially prepaid at the times 
and under the conditions set forth in this section, provided that there are no delinquent Special 
Taxes, penalties, or interest charges outstanding with respect to such Assessor’s Parcel at the time 
the Annual Special Tax obligation would be prepaid. 
 
1.  Partial Prepayment Times and Conditions 
 

Prior to the issuance of the first Building Permit for the construction of a production Unit on 
a Lot within a Final Subdivision Map area, the owner of no less than all the Taxable 
Property within such Final Subdivision Map area may elect in writing to CFD No. 2006-1 to 
prepay a portion of the Annual Special Tax obligations for all the Assessor’s Parcels within 
such Final Subdivision Map area, as calculated in Section I.2. below.  The partial 
prepayment of each Annual Special Tax obligation shall be collected prior to the issuance 
of the first Building Permit with respect to each Assessor's Parcel. 

 
2.  Partial Prepayment Amount 
 

The Partial Prepayment Amount shall be calculated according to the following formula: 
 

PP = PH x F 
 

 The terms above have the following meanings: 
 

PP = the Partial Prepayment Amount 
PH  = the Prepayment Amount calculated according to Section H 
F = the percent by which the owner of the Assessor’s Parcel is partially prepaying 
   the Annual Special Tax obligation 
 
The amount representing the Present Value of Taxes attributable to the prepayment less 
the Reserve Fund Credit attributable to the prepayment shall prior to the issuance of Bonds 
be deposited into a separate account held with the School District to fund facilities 
authorized to be financed by CFD No. 2006-1 and after the issuance of Bonds be deposited 
into the appropriate account or fund established under the trust agreement or indenture 
agreement or fiscal agent agreement and used to pay debt service or redeem Bonds.  The 
amount representing the Prepayment Administrative Fees attributable to the prepayment 
shall be retained and deposited into the applicable account by IA No. 3 of CFD No. 2006-1.   

 
3.  Partial Prepayment Procedures and Limitations 
 

With respect to any Assessor’s Parcel that is partially prepaid, CFD No. 2006-1 shall 
indicate in the records of IA No. 3 of CFD No. 2006-1 that there has been a partial 
prepayment of the Annual Special Tax obligation and shall cause a suitable notice to be 
recorded in compliance with the Act to indicate the partial prepayment of the Annual Special 
Tax obligation and the partial release of the Annual Special Tax lien on such Assessor’s 
Parcel, and the obligation of such Assessor’s Parcel to pay such prepaid portion of the 
Annual Special Tax shall cease.  Additionally, the notice shall indicate that the Assigned 
Annual Special Tax and the Backup Annual Special Tax for the Assessor's Parcels have 
been reduced by an amount equal to the percentage which was partially prepaid. 

 
Notwithstanding the foregoing, no partial prepayment will be allowed unless the amount of Annual 
Special Taxes that may be levied on Taxable Property after such partial prepayment, net of 
Administrative Expenses, shall be at least 1.1 times the regularly scheduled annual interest and 
principal payments in each future Fiscal Year on all Bonds that would remain outstanding after a 
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portion of the Bonds are redeemed with such partial prepayment.  
 
Section J: Termination of Special Tax 
           
Annual Special Taxes shall be levied until the last series of Bonds are paid in full provided that 
Annual Special Taxes shall not be levied after Fiscal Year 2050/2051.  In addition, with respect to 
any Assessor’s Parcel for which the ongoing Annual Special Tax obligation has been paid in full 
and a notice of cessation of Special Tax has been recorded by the School District, Annual Special 
Taxes shall not be levied with respect to such Assessor’s Parcel. 
 

Section K: Exemptions 
 
CFD No. 2006-1 shall classify as Exempt Property (i) Assessor’s Parcels owned by the State of 
California, Federal or other local governments, (ii) Assessor’s Parcels which are used as places of 
worship and are exempt from ad valorem property taxes because they are owned by a religious 
organization, (iii) Assessor’s Parcels used exclusively by a homeowners' association, (iv) 
Assessor’s Parcels with public or utility easements making impractical their utilization for other than 
the purposes set forth in the easement, (v) Assessor’s Parcels developed or expected to be 
developed exclusively for non-residential use, including any use directly servicing any non-
residential property, such as parking, as reasonably determined by CFD No. 2006-1, and (vi) any 
other Assessor’s Parcels at the reasonable discretion of CFD No. 2006-1, provided that no such 
classification would reduce the Acreage of all Taxable Property in a given Zone to less than the 
Minimum Net Taxable Acreage as shown in Table 3.  Notwithstanding the above, CFD No. 2006-1 
shall not classify an Assessor’s Parcel as Exempt Property if such classification would reduce the 
Acreage of all Taxable Property in a given Zone to less than the Minimum Net Taxable Acreage for 
that Zone. Assessor's Parcels which cannot be classified as Exempt Property because such 
classification would reduce the Acreage of Taxable Property to less than the Minimum Net Taxable 
Acreage in a given Zone, will continue to be classified as Developed Property or Undeveloped 
Property, as applicable, and will continue to be subject to Special Taxes accordingly.   
 

Table 3 
 

Minimum Net Taxable Acreage 

 
Zone 

Acres of Acreage 

 
A 24.24 acres of Acreage 

 
B 22.85 acres of Acreage 

 

Section L: Claims 
 
Any property owner claiming that the amount or application of the Special Tax levied in a Fiscal 
Year is not correct may file a written claim with CFD No. 2006-1 not later than twelve (12) months 
after having paid the first installment of the Special Tax that is disputed.  In order to be considered 
sufficient, any claim must: (i) specifically identify the property by address and Assessor's Parcel 
Number; (ii) state the amount in dispute and whether it is the whole amount or only a portion of the 
Special Tax; (iii) state all grounds on which the property owner is disputing the amount or 
application of the Special Tax, including a reasonably detailed explanation as to why the amount or 
application of such Special Tax is incorrect; (iv) include all documentation, if any, in support of the 
claim; and (v) be verified under penalty of perjury by the person who paid the Special Tax or his or 
her guardian, executor or administrator.  A representative(s) of IA No. 3 of CFD No. 2006-1 
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("Representative") shall promptly review the claim, and if necessary, meet with the property owner, 
consider written and oral evidence regarding the amount of the Special Tax, and rule on the claim.  
The decisions of the Representative shall be final and binding.  If the Representative's decision 
requires that the Special Tax for an Assessor’s Parcel be modified or changed in favor of the 
property owner, a cash refund shall not be made (except for the last year of levy), but an 
adjustment shall be made to the Annual Special Tax on that Assessor’s Parcel in the subsequent 
Fiscal Year(s) as the Representative's decisions shall indicate. 
 
Section M: Manner of Collection 
 
The Annual Special Tax shall be collected in the same manner and at the same time as ordinary 
ad valorem property taxes, provided, however, that IA No. 3 of CFD No. 2006-1 may collect Annual 
Special Taxes at a different time or in a different manner if necessary to meet its financial 
obligations, including, without limitation, direct billing of the properties in IA No. 3 of CFD No. 2006-
1.       
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Fullerton, CA  92835 

 



  

October 22, 2008 
 
Saugus Union School District        Re: Community Facilities District 
24930 Avenue Stanford    No. 2006-1, Improvement Area No. 3 
Santa Clarita, CA  91355    (West Creek/West Hills) 
 
Attn: Robert A. Cutting 
         Assistant Superintendent of Business 
 
Dear Mr. Cutting: 
 
In accordance with your request and authorization, I have completed an appraisal of the 
taxable property within Improvement Area No. 3 of the above-referenced Community 
Facilities District (CFD).  This property consists of a total of 399 single-family residential 
lots within four Planning Area segments (single or combined Planning Areas) that are being 
developed or are planned to be developed with four different tracts or product types of 
homes. 
 
Planning Area CE-4/5 comprises a total of 142 lots, of which 138 lots are being developed 
with a tract of homes called Castillo, and the remaining 4 lots have been developed with the 
2 model homes for the Patina tract and the 2 model homes for the Mosaic tract; currently 
there are 90 completed homes and 52 vacant lots.  Planning Area CE-1A comprises 67 
vacant lots that are planned to be developed with a tract of homes called Patina, and 
Planning Area CE-1B comprises 79 vacant lots that are planned to be developed with a tract 
of homes called Arte.  Planning Area CE-2/3 comprises a total of 111 lots that are planned 
to be developed with a tract of homes called Mosaic; slabs were completed many months 
ago on 8 of the lots and the remaining 103 lots are vacant. 
  
The purpose of this appraisal is to estimate the aggregate market value of the as is condition 
of each of these four Planning Area segments, reflecting the status of home construction or 
vacant lots, and reflecting the proposed CFD bond financing together with the overall tax 
rate of ±1.8% to the existing and future homeowners, including special taxes for this CFD.  
Based on the inspections of the property and analysis of matters pertinent to value, the 
following conclusions of aggregate market value have been arrived at, subject to the 
Assumptions and Limiting Conditions, and as of October 15, 2008: 

 
Planning Area CE-4/5 (Castillo): $51,360,000 
Planning Area CE-1A (Patina): $  7,900,000 
Planning Area CE-1B (Arte): $10,720,000 
Planning Area CE-2/3 (Mosaic): $10,240,000 
 $80,220,000 

 
(EIGHTY MILLION TWO HUNDRED TWENTY THOUSAND DOLLARS) 



  

MR. ROBERT A. CUTTING 
OCTOBER 22, 2008 
PAGE 2 
 
The following is the balance of this 48-page Summary Appraisal Report which includes the 
Certification, Assumptions and Limiting Conditions, definitions, property data, exhibits, 
valuation and market data from which the value conclusions were derived. 
 
         Sincerely, 
 
 
          
         Stephen G. White, MAI 
         (State Certified General Real Estate 
         Appraiser No. AG013311) 

 
 

SGW:sw 
Ref: 08028A 
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CERTIFICATION 
 
I certify that, to the best of my 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, impartial, and unbiased 
professional analyses, opinions and conclusions. 

 
3. I have no present or prospective interest in the properties that are the subject of this 

report, and no personal interest with respect to the parties involved. 
 

4. I have no bias with respect to the properties that are the subject of this report or to 
the parties involved with this assignment. 

 
5. My engagement in this assignment was not contingent upon developing or reporting 

predetermined results. 
 

6. My compensation for completing this assignment is not contingent upon the 
development or reporting of a predetermined value or direction in value that favors 
the cause of the client, the amount of the value opinion, the attainment of a stipulated 
result, or the occurrence of a subsequent event directly related to the intended use of 
this appraisal. 

 
7. My analyses, opinions and conclusions were developed, and this report has been 

prepared, in conformity with the Uniform Standards of Professional Appraisal 
Practice. 

 
8. I have made a personal though general inspection of the properties that are the 

subject of this report. 
 

9. No one provided significant professional assistance to the person signing this report, 
other than data research and partial report writing by my associate, Kirsten Patterson. 

 
10. The use of this report is subject to the requirements of the Appraisal Institute relating 

to review by its duly authorized representatives. 
 
As of the date of this report, I have completed the requirements of the continuing education 
program of the Appraisal Institute. 
 
 
  
 Stephen G. White, MAI 
 (State Certified General Real Estate 
  Appraiser No. AG013311) 
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ASSUMPTIONS AND LIMITING CONDITIONS 
 
This appraisal has been based upon the following assumptions and limiting conditions: 
 

1. No responsibility is assumed for the legal descriptions provided or for matters 
pertaining to legal or title considerations.  Title to the properties is assumed to be 
good and marketable unless otherwise stated. 

 
2. The properties are appraised free and clear of any or all liens or encumbrances unless 

otherwise stated. 
 

3. Responsible ownership and competent property management are assumed. 
 

4. The information furnished by others is believed to be reliable, but no warranty is 
given for its accuracy. 

 
5. All engineering studies, if applicable, are assumed to be correct.  Any plot plans or 

other illustrative material in this report are included only to help the reader visualize 
the property. 

 
6. It is assumed that there are no hidden or unapparent conditions of the properties, 

subsoil, or structures that render them more or less valuable.  No responsibility is 
assumed for such conditions or for obtaining the engineering studies that may be 
required to discover them. 

 
7. It is assumed that the properties are in full compliance with all applicable federal, 

state and local environmental regulations and laws unless the lack of compliance is 
stated, described and considered in the appraisal report. 

 
8. It is assumed that the properties conform to all applicable zoning and use regulations 

and restrictions unless a nonconformity has been identified, described and considered 
in the appraisal report. 

 
9. It is assumed that all required licenses, certificates of occupancy, consents and other 

legislative or administrative authority from any local, state or national government or 
private entity or organization have been or can be obtained or renewed for any use on 
which the value estimates contained in the report are based. 

 
10. It is assumed that the use of the land and improvements is confined within the 

boundaries or property lines of the properties described and that there are no 
encroachments or trespasses unless noted in the report. 

 
11. Unless otherwise stated in this report, the existence of hazardous materials, which 

may or may not be present on the properties, was not observed by the appraiser.  
However, the appraiser is not qualified to detect such substances.  The presence of 
such substances may affect the value of the property, but the values estimated in this  
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ASSUMPTIONS AND LIMITING CONDITIONS, Continuing 
 
appraisal are based on the assumption that there is no such material on or in the 
properties that would cause a loss in value.  No responsibility is assumed for such 
conditions or for any expertise or engineering knowledge required to discover them.  
The client should retain an expert in this field, if desired. 
 

12. Possession of this report, or a copy thereof, does not carry with it the right of 
publication, unless otherwise authorized.  It is understood and agreed that this report 
will be utilized in the Official Statement, as required for the CFD bond issuance. 

 
13. The appraiser, by reason of this appraisal, is not required to give further consultation 

or testimony or to be in attendance in court with reference to the properties in 
question unless arrangements have previously been made. 

 
14. An estimate of the remaining costs including fees to get the subject lots from their as 

is condition to finished lots has been provided by the builder, and these estimates are 
integral in the valuation analysis and have been relied upon in this appraisal as being 
reasonably accurate and reliable. 

 
15. The Market Absorption Study dated June 5, 2008 by Empire Economics, Inc. has 

been relied upon for the estimated absorption or sell-off of homes in the four subject 
tracts or product types. 

 
16. The valuation has assumed that the full amount of the net proceeds from the 

proposed CFD bond issuance will fund school construction and/or be a 
reimbursement for non-school facilities already completed, and will not fund any of 
the remaining “costs to complete” to get all of the subject lots to a finished condition. 
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PURPOSE AND INTENDED USE/USER OF THE APPRAISAL 
 

The purpose of this appraisal is to estimate the aggregate market value of the as is condition 
of the taxable property located within Community Facilities District No. 2006-1 of the 
Saugus Union School District, Improvement Area No. 3 (West Creek/West Hills), reflecting 
the proposed CFD bond financing described herein.  It is intended that this Summary 
Appraisal Report is to be used by the client, the financing team and others as required in the 
CFD bond issuance. 
 

SCOPE OF THE APPRAISAL 
 

It is the intent of this appraisal that all appropriate data considered pertinent in the valuation 
of the subject properties be collected, confirmed and reported in a Summary Appraisal 
Report, in conformance with the Uniform Standards of Professional Appraisal Practice and 
the guidelines of the California Debt and Investment Advisory Commission.  This has 
included an inspection of the subject properties and their surroundings; obtaining of 
pertinent property data on the subject properties, including review of various maps and 
documents relating to the properties and the existing and planned development; researching 
any recent comparable land sales from a variety of sources; review of the Market Absorption 
Study dated June 5, 2008 by Empire Economics, Inc.; and analysis of all of the data to the 
value conclusions. 
 

DATE OF VALUE 
 

The date of value for this appraisal is October 15, 2008. 
 

PROPERTY RIGHTS APPRAISED 
 

This appraisal is of the fee simple interest in the subject properties, subject to the CFD 
special tax and assessment liens. 
 

DEFINITION OF MARKET VALUE 
 

The most probable price, as of a specified date, in cash, or in terms equivalent to cash, or in 
other precisely revealed terms, for which the specified property rights should sell after 
reasonable exposure in a competitive market under all conditions requisite to fair sale, with 
the buyer and seller each acting prudently, knowledgeably and for self-interest, and 
assuming that neither is under undue duress. (The Dictionary of Real Estate Appraisal) 
 

DEFINITION OF FINISHED LOT 
 

This term describes the condition of residential lots in a single-family subdivision for 
detached homes in which the lots are fully improved and ready for homes to be built.  This 
reflects that the lots have all development entitlements, infrastructure improvements 
completed, finish grading completed, all in-tract utilities extended to the property line of 
each lot, street improvements completed, common area improvements/landscaping  



 

 9 
 

DEFINITION OF FINISHED LOT, Continuing 
 
(associated with the tract) completed, resource agency permits (if necessary), and all 
development fees paid, exclusive of building permit fees, in accordance with the conditions 
of approval of the specific tract map. 
 

DEFINITION OF BLUE-TOP LOT 
 

This term describes residential lots in a single-family subdivision for detached homes in 
which the lots and streets have been rough graded, and the offsite infrastructure of streets 
and utilities are completed to the tract, but not within the tract. 
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LOCATION MAP 
 

   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  



 

 11 
 

GENERAL PROPERTY DATA 
 
LOCATION 
 

The subject property is located northwesterly of Copper Hill Dr., ±¼ mile 
southwesterly of Tesoro Del Valle Dr. and extending southwesterly to West Hills Dr.  
This location is in unincorporated Los Angeles County area, nearby to the northwest 
of the City of Santa Clarita, and with a Valencia mailing address.  This location is 
±2½ miles northeast of the I-5 Freeway and ±7 miles northwest of Highway 14. 

 
DESCRIPTION OF SURROUNDINGS 
 

The subject property is part of the master-planned community of West Creek/West 
Hills, which is located on both sides of Copper Hill Dr. west of the San Francisquito 
Creek and southwesterly of Tesoro del Valle Dr.  The West Hills portion of the 
community lies to the northwest of Copper Hill Dr. and the West Creek portion of 
the community lies to the southeast of Copper Hill Dr.  To the south and southwest 
of the subject property is most of the balance of the West Hills area, including an 
elementary school site with construction of the school just now underway, a vacant 
commercial site on Copper Hill Dr., and many vacant single-family lots terracing up 
into the hills.  Surrounding the subject property to the northwest, north and east is 
undeveloped and hilly land.  Nearby to the east, at the westerly corner of Copper Hill 
Dr. and Tesoro del Valle Dr., construction is well underway on an apartment project 
on a 6.4-acre site which is at the northeast end of the West Hills community. 
 
Nearby to the east and northeast of the subject property is the master-planned 
community of Tesoro del Valle which has been developed over the past ±5 years.  It 
comprises a total of 1,077 homes ranging from detached condos up to estate homes 
on large lots.  The homes range in size from about 1,500 s.f. to just over 5,000 s.f. 
within 10 different tracts or product types, and sales in the last six months have 
ranged from $337,000 to $1,060,000 (including many short sales and bank-owned 
homes).  The community also includes an elementary school, two large parks, a 
recreation center with clubhouse, pools, spa, sport courts and lake, athletic fields, a 
historical site/museum and open space along San Francisquito Creek. 
 
Across Copper Hill Dr. to the southeast of the subject property is the West Creek 
part of the community which includes three tracts of homes currently under 
construction, much graded land for future residential and commercial development, 
and the fairly new junior high school campus.  Farther to the south are relatively 
newer residential neighborhoods, and farther to the east is the San Francisquito 
Creek which is a wide swath of open space that runs north-south through this area, 
with various residential neighborhoods beyond. 
 
In summary, the subject is located in a newer residential area at the northerly end of 
the Santa Clarita area that has been developing over the past 5 to 10 years. 
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OVERVIEW OF WEST CREEK/WEST HILLS 
 

West Creek/West Hills is a 966-acre community that is being master-planned and 
developed by The Newhall Land and Farming Company (A California Limited 
Partnership).  The community is expected to comprise a total of approximately 2,300 
dwelling units upon build-out, plus two large neighborhood retail centers, two 
schools, plus parks, open space and many other recreation amenities. 
 
The residential product will include the wide range of single-family detached homes, 
townhomes and apartments, and the two retail centers will contain approximately 
50,000 s.f. and 90,000 s.f.  The West Creek Elementary School is currently under 
construction and due to be open in 2010, and the Rio Norte Junior High School was 
completed in 2003.  The recreational amenities will include a 17-acre community 
park, a small village park, three private recreation centers with pools, paseo paths, 
the San Francisquito Creek trail, and nearly 483 acres of permanent open space.  
There will also be a pedestrian bridge over Copper Hill Dr. that will provide 
pedestrian access between the West Creek and West Hills areas. 
 
The West Creek area is located on the southeasterly side of Copper Hill Dr.  It 
currently has three different tracts of homes actively selling, including two tracts of 
townhomes called Esperto and Artenati, and a tract of detached homes called Patina.  
Each of these tracts has a number of completed homes and closed sales.  In addition, 
model homes have been completed for three other tracts of attached homes, though 
sales and construction of production homes are not yet underway.  There are also 
various other planning areas comprising graded land that are planned for future 
development.  The West Creek Recreation Center is under construction, and 
landscaping and hardscape are underway on the community park site. 
 
The West Hills area is located on the northwesterly side of Copper Hill Dr. and 
primarily will be a gated community of detached homes terracing up the hills to the 
north and west, except for the apartment site and a retail site along Copper Hill Dr. 
that are not within the gated area.  There is currently one tract of homes called 
Castillo that is well into construction, with 76 closed sales of production homes that 
have taken place since June 2007.  In addition, model homes have been completed 
for two other tracts of homes, one of which has production homes underway in the 
West Creek area (Patina) and the other of which will not start construction of 
production homes until early 2010 (Mosaic).  Construction is also planned to start 
late this year on a fourth tract of homes to be called Arte, and construction is well 
underway on the apartment site.  There are also various other planning areas 
comprising vacant lots that are planned for future development. 
 
It is noted that Improvement Area No. 3 which is the subject of this appraisal 
contains a total of 399 lots that comprise just a part of the West Hills area, and are or 
will be developed with the four tracts or product types of homes including Castillo, 
Patina, Arte and Mosaic. 
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STREETS AND ACCESS 
 

The primary access to the subject Planning Areas is from West Hills Dr. off of 
Copper Hill Dr.  West Hills Dr. is a “loop” street that connects to Copper Hill Dr. at 
two points, providing the two gated entries to the West Hills area.  It is a 64’ right-
of-way that is currently fully paved with two travel lanes plus curbs and gutters. 
 
The in-tract streets are all 60’ dedicated right-of-ways, and all have been improved 
with paving plus curb and gutter.  Only the developed portions of Planning Area CE-
4/5 also have the sidewalks completed. 
 

UTILITIES 
 

All utilities are available to the community, and have been installed in the major 
streets and in-tract streets as part of the development of the community.  The utilities 
are provided as follows: 
  
 Water:  Valencia Water Company 
 Sewer:  Los Angeles County Sanitation District  
 Electric:  Southern California Edison 
 Gas:  The Gas Company 
 Telephone: AT&T 
 Cable:  Time Warner 
 

ZONING/APPROVALS 
 

The subject property is zoned RPD or Residential Planned Development which 
generally permits the existing and planned single-family residential development on 
the subject lots.  The more specific approvals for the development are by the 
tentative tract map which was approved in July 2005, and by the final tract map 
(Tract Map No. 52455-02) which was recorded on November 15, 2006. 
 

DRAINAGE/FLOOD HAZARD 
 
Drainage is along the in-tract streets and in master-planned facilities that have been 
constructed throughout the community.  The overall drainage is in accordance with 
the topography of the area, being to the south and southeast toward San Francisquito 
Creek.  Per FEMA Flood Insurance Rate Map No. 065043 0345B dated December 2, 
1980, the subject property is in Zone C which is outside of the 100-year floodplain. 
 

TOPOGRAPHY/VIEWS 
 

The land generally slopes up into the hills to the north/northwest from Copper Hill 
Dr.  Thus, the subject lots are well above grade of Copper Hill Dr. and then terrace 
up to the north/northwest with some significant grade differentials between certain 
lots terracing up to the north and also terracing up to the west.  As a result, many of 
the lots have minor to more significant views of hills and distant mountains to the 
south and east and some city lights views to the south. 
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SOIL/GEOLOGIC/SEISMIC CONDITIONS 
 
Per information provided by the builder/developer and applicable to all of the West 
Creek/West Hills community, all landslides and oil wells that needed to be mitigated 
are part of the Mitigation Monitoring Report and were part of the grading plan.  It 
was also indicated that the community is in the influence of the Alquist-Priolo 
special studies zone, as there is an Earthquake Fault Zone running northwest-
southeast through the area about a mile to the southwest of the subject property. 
 
This appraisal has assumed that all grading has been properly completed and that 
there are no abnormal soil or geologic conditions that would affect the continuing 
development of the lots as occurring and planned. 
 

ENVIRONMENTAL CONDITIONS 
 
Per information provided by the builder/developer and applicable to all of the West 
Creek/West Hills community, all required environmental permits have been obtained 
including the certification of the Environmental Impact Report.  Due to the close 
proximity to the San Francisquito Creek, the required U.S. Army Corps of Engineers 
404 Permit, California Department of Fish and Game 1603 Permit and California 
Regional Water Quality Control Board 401 Permit were obtained.  In addition, a 
planting plan was instituted for native tree mitigation. 

 
TITLE REPORT 

 
A preliminary report by North American Title Company dated September 14, 2006 
and covering all of Tentative Tract No. 52455-02 has been reviewed.  Exceptions to 
title include various easements for purposes such as streets/roads, public utilities and 
storm drains, slope and landscape maintenance.  It has been assumed that all of these 
pertinent easements have been incorporated into the tract maps and development 
approvals covering the specific subject tracts, and that there are no other pertinent 
exceptions to title which would have a negative effect on the continuing 
development of the overall project and the subject tracts as planned. 
 

HIGHEST AND BEST USE 
 
The term 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.  The four criteria 
the highest and best use must meet are legal permissibility, physical possibility, 
financial feasibility, and maximum productivity.  Furthermore, the highest and best 
use of land or a site as though vacant is defined as among all reasonable, alternative 
uses, the use that yields the highest present land value, after payments are made for 
labor, capital, and coordination. 
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HIGHEST AND BEST USE, Continuing 
 
In terms of legal permissibility, the existing and planned single-family residential 
development of the subject lots is permitted by the zoning as well as by the 
entitlements represented by the recorded tract map.  In terms of physical possibility, 
existing and planned single-family residential development is possible due to the 
graded lots with all infrastructure of streets, utilities and drainage facilities 
completed. 
 
In terms of the financial feasibility and maximum productivity, it is noted that at the 
appropriate price points there has been good sales activity in the tract of homes 
called Castillo, which comprises the only homes currently being built and sold on the 
subject lots.  This is evidenced by the 76 closed sales of production homes that have 
taken place since the first sales closed in June 2007. 
 
The feasibility is also indicated by the Market Absorption Study dated June 5, 2008 
that was completed by Empire Economics, Inc., which projects that the market will 
remain soft through 2008 and 2009, but stabilizing in 2010 and recovering in 2011.  
Reflecting these market conditions, it is projected that the Castillo product will sell-
out in early 2010, the Patina product will sell-out from May 2010 through January 
2012, the Arte product will sell-out from February 2009 through the end of 2010, 
and the Mosaic product will sell-out from April 2010 through the end of 2012.  This 
represents overall sales rates of 2.3 per month for the remainder of 2008 (only the 
Castillo product available), 7.0 per month for 2009 with three products available part 
of the year, 8.8 per month for 2010 with all four products available part of the year, 
6.7 per month in 2011 with two products available, and 3.9 per month in 2012 with 
only one product available most of the year.  Thus, this study indicates a reasonable 
demand for the subject products to continue absorbing over the next few years. 
 
In summary, I have concluded that the highest and best use for the subject property is 
as improved for the completed homes, and as proposed for the vacant lots. 
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PLANNING AREA CE-4/5 (CASTILLO) 
 
PROPERTY DATA 
 

Location 
 
This Planning Area is located just northerly of Copper Hill Dr., bounded by West 
Hills Dr. on the east and west sides.  
 
Record Owner/Ownership History 
 
As of the October 15, 2008 date of value, MS Rialto West Hills CA, LLC owned 52 
lots (Lots 144 to 156, 249 to 256, 278 to 287, 293 to 299, 327, 331, 335 & 386 to 
396); Lennar Homes of California, Inc. owned 12 lots (Lots 270 to 277, 328 & 332 
to 334); GMAC Model Home Finance LLC owned 2 lots (the model homes on Lots 
329 & 330); and separate homeowners owned 76 lots (Lots 157 to 161, 246 to 248, 
257 to 269, 288 to 292 & 336 to 385). 

In December 2006, Lennar Homes of California, Inc. acquired all of the lots 
comprising Planning Area CE-4/5 from The Newhall Land and Farming Company at 
a price of $22,729,074 or $160,064 per lot.  The undeveloped lots were deeded from 
Lennar to MS Rialto West Hills CA, LLC on November 30, 2007 and there have 
been four subsequent take downs back to Lennar on December 28, 2007, March 21, 
2008, May 16, 2008 and June 18, 2008 for a total of 24 lots.  Lennar has options to 
purchase the remaining 52 lots from MS Rialto West Hills CA, LLC through August 
2009. 

The sale of the two completed model homes from Lennar Homes to GMAC Model 
Home Finance LLC closed on May 31, 2007 at an undisclosed price.  The sales of 
the 76 completed production homes from Lennar Homes to the homeowners closed 
from June 15, 2007 through October 1, 2008, at net prices ranging from $462,760 to 
$680,122, net of incentives.  In addition, there are 6 homes in escrow that are due to 
close by the end of October 2008. 
 
Legal Description 
 
The lots comprising this Planning Area are described as Lots 144 to 161, Lots 246 to 
299 and Lots 327 to 396 of Tract No. 52455-02, in the County of Los Angeles, as per 
Map recorded in Book 1325, Pages 56 through 94 of Maps. 

 
Assessor Data-2008/09  
 
The subject property comprises Assessor Parcel Nos. 2810-115-013 to 021 & 041 to 
063, 2810-116-005 to 078, 2810-117-001 to 010, and 2810-118-001 to 026.  Current 
assessed values range from $153,204 to $404,300 for land and $0 to $485,100 for 
improvements, or total assessed values of $153,204 to $687,480.  The tax rate area is 
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PROPERTY DATA, Continuing 
 
12-458, with a tax rate of ±1.25% excluding the CFD, but the projected total tax rate 
to existing and future homeowners is ±1.8% including the special taxes for this CFD. 
 
No. of Lots/Lot Sizes 
 
This Planning Area comprises a total of 142 single-family residential lots which 
range in size from 3,450 s.f. up to 7,852 s.f., or an average of 4,517 s.f. 
 
Planned Development/Status of Construction 
 
Of the 142 lots comprising this Planning Area, 138 are planned to be developed with 
a tract of homes called Castillo.  The remaining four lots have been developed with 
the 2 model homes for the Patina tract and the 2 model homes for the Mosaic tract, 
and both of these tracts and homes are discussed later in the report.  As of the 
October 15, 2008 date of value, there were 90 completed homes (including the 6 
models in the model complex) and the 52 vacant lots in a near finished condition. 
 
Thus far, there have been two floor plans of Castillo homes that are described as 
follows: 
 

Plan 3:  2,067 s.f., two-story, with 4 bedrooms, 2½ baths, living room, dining room, family 
room, breakfast nook and a 2-car garage. 
 
Plan 4:  2,236 s.f., two-story, with 4 bedrooms, 3 baths, master retreat, loft, living room, 
family room, breakfast nook and a 2-car garage 

 
As of October 15, 2008, the price list at the sales office indicated $524,000 to 
$528,800 for five Plan 3 homes, of which three were sold and the two available 
homes were to have a price reduction to $509,000 and $519,000.  For the Plan 4 
homes, all were sold but the most recent pricing had been $552,000.  Incentives are 
provided for closing costs and fixed rate financing at 5.25%. 
 
For the next 10 homes in Phase 7, there will be two different and slightly larger floor 
plans (Plans 5 and 6), and in following phases will be a mix of all four floor plans.  
Plans 5 and 6 are described as follows: 
 

Plan 5:  2,137 s.f., two-story, with 4 bedrooms, 3 baths, family room, dining room, and a 2-
car garage. 
 
Plan 6:  2,473 s.f., two-story, with 4 bedrooms, 2.5 baths, living room, dining room, family 
room, breakfast nook and a 2-car garage. 

 
As of October 15, 2008, the price list at the sales office indicated $539,500 to 
$547,950 for the Plan 5 homes with 1 sold (reserved) and 4 available, and $570,000 
to $578,700 for the Plan 6 homes with 3 sold and 2 available. 
 



 

 20 
 

PROPERTY DATA, Continuing 
 
Overall, as of the October 15, 2008 date of value, there were 76 completed-sold 
homes (closed sales, but not including the 2 model homes that were sold to GMAC 
as an investor); 14 completed-unsold homes (including the 6 models) of which 6 
production homes were in escrow and due to close by the end of October 2008; and 4 
reserved homes in Phase 7 which were not yet under construction but were due to be 
completed in February 2009. 
 

VALUATION 
 

Method of Analysis 
 
The analysis of the completed-sold homes is of the aggregate value and on a mass 
appraisal basis by means of the Sales Comparison Approach, considering recent 
sales of homes within the subject tract as well as recent sales of homes in other 
nearby tracts.  The analysis of the completed-unsold homes (including the 4 model 
homes still owned by Lennar and the 2 model homes that were sold to GMAC as an 
investor) is similar to the completed-sold homes, but considering a discount to reflect 
the bulk ownership by the builder and investor. 
 
The analysis of the vacant lots as if in finished condition is based on a static 
residual/discounted cash flow analysis.  The Sales Comparison Approach has not 
been used since no recent sales of bulk residential lots were found in the overall 
Santa Clarita/Valencia area.  The static residual/discounted cash flow analysis is first 
based on an estimate of average home value less construction costs plus profit to 
arrive at the residual value to the land. 
 
Then, a discounted cash flow is used to reflect projected sales or takedowns of the 
lots over time, and the sales rate of the lots is based on the projected absorption or 
sales rate of homes in the Market Absorption Study dated June 5, 2008 by Empire 
Economics.  Within the cash flow, a deduction is made for the estimated remaining 
builder costs to get all of the lots from the as is near finished condition to finished 
lots, which includes only remaining street improvements, utilities, landscaping, block 
walls, associated soft costs, and development impact fees.  The result is the 
discounted present value of the vacant lots in their as is condition. 

 
Analysis of Completed-Sold Homes 

 
These are the 76 production homes for which the sales closed from June 15, 2007 
through October 1, 2008.  These 76 homes include 32 (42%) of the Plan 3 homes and 
44 (58%) of the Plan 4 homes, or weighted more heavily to the larger floor plan.  
The net sale prices for these 76 homes ranged from $462,760 to $680,122, or an 
average of ±$580,000, which are net of incentive amounts that ranged from $0 to 
$53,626 or an average of ±$19,000.  Considering that 58 of these sales closed in 
2007 and prices have significantly decreased since that time, the indication at an 
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VALUATION, Continuing 
 
average of $580,000 supports a far upper limit as an average for the 76 completed-
sold homes at current date. 
 
Of the 76 closed sales, there were 18 sales that closed in 2008, from January 3 
through October 1.  These 18 sales included 10 (56%) of the Plan 3 homes and 8 
(44%) of the Plan 4 homes, or more weighted to the smaller homes than the mix of 
the 76 completed-sold homes.  The net sale prices for these 18 homes ranged from 
$462,760 to $630,000 or an average of ±$528,000, net of incentives ranging from $0 
to $53,626 or an average of ±$26,000.  This supports a closer but still upper limit 
indication at $528,000 as an average for the 76 completed-sold homes. 
 
Furthermore, the 8 sales that closed in September and October 2008 (3 or 38% of the 
Plan 3 homes and 5 or 63% of the Plan 4 homes) indicated net prices ranging from 
$462,760 to $557,120 or an average of ±$502,000, with incentives ranging from 
$21,000 to $53,626 or an average of ±$37,000.  Since this mix of floor plans is 
similar to the mix of the 76 homes, and the net prices are very current, the indication 
at an average of $502,000 is a close indication as an average for the 76 completed-
sold homes. 
 
In addition, price information was provided on 5 of the escrows that are due to close 
by the end of October 2008, with 3 of the Plan 3 homes and 2 of the Plan 4 homes.  
The average net sale price is ±$511,000, reflecting an average incentive amount of 
±$28,000.  The indication at $511,000 supports a firm upper limit as an average for 
the 76 completed-sold homes due to the mix of floor plans, but it is also of interest in 
that the average incentive amount is lower than for the most recent closed sales. 
 
It is noted that there have been no resales of homes since the original builder sales, 
though a Plan 3 home at 28834 Coal Mountain Ct. with a relatively larger lot and a 
view is currently listed at $565,000.  It was originally listed in June 2008 at 
$640,000, then subsequently reduced to $634,999, $575,000 and again to the current 
price.  It originally sold in June 2007 at a price of $648,000, thus the current asking 
price is now much lower but is still well above the current pricing for new Plan 3 
homes, though the view is superior to the currently available new homes. 
 
Lastly, as previously indicated, the most recent base pricing is $524,000 for Plan 3 
and $552,000 for Plan 4.  Based on the mix of floor plans for the 76 homes (32 of the 
Plan 3 homes and 44 of the Plan 4 homes), this would indicate a weighted average of 
±$540,000.  Then, deducting the average incentive amount of ±$37,000 from the 
most recent closed sales results in a net price indication at ±$503,000.  While many 
of the homeowners have likely completed improvements to the homes and yards 
since the purchase from the builder, it is speculative whether resales could obtain 
higher prices than indicated by the builder sales.  Thus, this is a close indication at an 
average of $503,000 for the 76 completed-sold homes. 
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VALUATION, Continuing 
 
In summary, as an average value for the 76 completed-sold homes, the various 
indications provide a far upper limit at $580,000, closer but firm upper limits at 
$511,000 and $528,000, and close indications at $502,000 and $503,000.  I have 
concluded on an average of $500,000. 
 
Analysis of Completed-Unsold Homes 

 
These 14 homes consist of 8 production homes (5 @ Plan 3 and 3 @ Plan 4), the 2 
Castillo model homes, the 2 Patina model homes and the 2 Mosaic model homes. 
 
The initial value conclusion of the Castillo homes is based on the conclusion for the 
completed-sold homes, or an average of $500,000.  The initial value conclusion of 
the Patina homes is an average of $602,000 net of incentives (see the later analysis of 
these homes in Planning Area CE 1A) and the initial value conclusion of the Mosaic 
homes is an average of $639,000 net of incentives (see the later analysis of these 
homes in Planning Area CE 2 & 3). 
 
Then, a discount is applied to reflect the bulk ownership by the builder and the 
investor for these model homes, reflecting items such as holding costs, sales costs 
and profit.  It is noted that the holding costs should be fairly short on the production 
homes but could be for a fairly long period on the model homes, though 2 of the 
homes are investor-owned and represent a small bulk ownership plus interim rental 
income. 
 
In summary, I have concluded on the initial average values as noted above, then 
discounted by a factor of 15% to reflect the bulk ownership/holding cost factors.  
This results in the following calculation: 
 

10 Castillo Homes @ $500,000 average = $5,000,000 
2 Patina Homes @ $602,000 average =  $1,204,000 
2 Mosaic Homes @ $639,000 average = $1,278,000 
     $7,482,000 
Less 15% discount:   x            .85 
Value Indication:    $6,359,700 
    Rd. $6,360,000 

 
Analysis of Vacant Lots 
 
As previously discussed, the analysis of the 52 vacant lots is based on the static 
residual/discounted cash flow analysis.  The starting point for this analysis is the 
average base pricing of the homes, net of the incentive amount.  There will be a mix 
of all four floor plans on these vacant lots, thus an average base pricing is considered 
as ±$546,000.  Then, deducting the average incentive amount of $37,000 (based on 
the most recent closed sales), the resulting net price indication is an average of 
$509,000. 
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VALUATION, Continuing 
 
Next, a deduction is made for the items of construction costs of the homes plus a 
factor for profit.  The hard costs (also referred to as direct costs) are estimated by the 
builder to be an average of $70.00 per s.f., or ±$156,000 on the average home size of 
±2,228 s.f.  Then, the soft costs (also referred to as indirect costs) are estimated to be 
an average of ±$125,000 per home, resulting in a total cost amount of $281,000.  The 
profit factor typically ranges from as low as 6% to as high as 16%, depending on the 
status of entitlements, land development and home construction, among other things.  
Considering that the project is fully entitled, with lots in near finished condition and 
well into construction and sales of completed homes, but still with a fair amount of 
risk due to market conditions, a profit factor of 10% has been used.  This results in a 
profit amount of $28,100, and a total cost plus profit amount of $309,100. 
 
The residual value to the vacant lot is calculated as follows: 
 

Average Home Price:  $509,000 
Less Costs & Profit:  - 309,100 
Residual to Land:   $199,900 
 
   Rd. $200,000 

 
Lastly, a discount is applied to the indicated retail lot value to reflect that the 
absorption or sell-off of homes on these lots is projected to take until the first part of 
2010, per the Market Absorption Study completed by Empire Economics.  The 
discount is estimated by means of a discounted cash flow analysis which involves the 
discounting of the projected net proceeds from assumed sales or takedowns of the 
lots on a quarterly basis and over an appropriate period of time.  The assumed land 
sales at $200,000 per lot represent the gross proceeds or revenues. 
 
Then, a combined deduction of 8% of sales is made for general/administrative costs, 
holding costs and sales/closing costs as the land sales are projected to occur.  Next, a 
deduction is made for the estimated costs to get the lots from as is condition to 
finished lots as they are projected to occur over the cash flow period.  Information 
provided by the builder is that the estimated remaining costs to get all lots to finished 
condition is a total of $1,891,435, including items of street improvements, utilities, 
landscaping, block walls, associated soft costs and development impact fees.  It is 
noted that none of these remaining costs are to be funded by the CFD bond proceeds 
from the currently proposed issuance, thus all costs are deducted.  In addition, it is 
estimated that these costs will be expended evenly per quarter over the cash flow 
period, or $472,859 per quarter. 
 
Finally, the net cash flows are discounted to a present value indication by an 
appropriate discount rate that is inclusive of profit. 
 
As to the timing of the lot sales, the estimated absorption schedule by Empire 
Economics indicates that homes on these 52 vacant lots would have escrow closings 



 

 24 
 

VALUATION, Continuing 
 
from the beginning of 2009 through the first quarter of 2010, at the rate of ±4.5 
homes for the first quarter of 2009 and ±12.5 per quarter for the remainder of 2009 
with the remaining 10 in 2010.  The sales or takedowns of vacant lots are projected 
to occur two quarters prior to the escrow closings of sales of completed homes.  
Thus, the projected absorption or takedowns of lots are as follows: 
 

4Q-2008: 17 lots 
1Q-2009: 12 lots 
2Q-2009: 13 lots 
3Q-2009: 10 lots 

 
As to an appropriate discount rate, this rate is inclusive of developer’s profit, and 
also reflects the factors of the time value of money, and the risk of the projected cash 
flows inherent in this type of overall project.  This rate typically ranges from just 
under 15% to nearer 30%, depending on the size and status of the project, the length 
of the projected build-out (or in this case sell-out of lots), the location, the perceived 
risk, etc.  The Korpacz Real Estate Investor Survey for the national development 
land market for the second quarter of 2008 indicates a range of rates from 10.0% to 
25.0% or an average of 17.5%, inclusive of developer’s profit.  The range is the same 
but the average is slightly higher than the indication of 17.21% as of the fourth 
quarter of 2007. 
 
The subject property has the positive or desirable factors of being part of a master-
planned community, being lots in near finished condition, and being part of a tract 
with many homes already completed and sold that evidence good market acceptance.  
In addition, the remaining absorption time is relatively short at just over a year.  In 
summary, I have concluded on a discount rate in the range of 17% to 18%. 
 
Based on the foregoing, the following is the discounted cash flow analysis reflecting 
an 18% discount rate: 
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VALUATION, Continuing 
 
 

Quarterly  4Q-2008 1Q-2009 2Q-2009 3Q-2009 Total 

       
REVENUES (Lot Sales)       

Lot Sales @ $200,000/lot  $3,400,000 $2,400,000 $2,600,000 $2,000,000 $10,400,000 
       

PROJECT COSTS       
G&A/Holding/Sales/Closing 8% $272,000 $192,000 $208,000 $160,000 $832,000 

Costs to get to Finished Lots  $472,859 $472,859 $472,859 $472,859 $1,891,436 

Total Costs  $744,859 $664,859 $680,859 $632,859 $2,723,436 
       

NET CASH FLOWS  $2,655,141 $1,735,141 $1,919,141 $1,367,141 $7,676,564 
       
DISCOUNT FACTOR 18% 0.956938 0.917431 0.881057 0.847458  

       
PV OF CASH FLOWS  $2,540,805 $1,591,872 $1,690,873 $1,158,594  
       
PRESENT VALUE  $6,982,144     

 
 
As indicated, at a discount rate of 18% the present value is $6,982,144 and it is noted 
that at a 17% discount rate the present value indication is $7,016,723.  Based on this 
analysis, the conclusion of value for the vacant lots is $7,000,000. 
 
Conclusion Of Value 
 
Based on the foregoing, the value indication for the subject property in its as is 
condition, is calculated as follows: 
 

76 completed-sold homes @ $500,000 =  $38,000,000 
14 completed-unsold homes =   $  6,360,000 
52 vacant lots, as is condition =   $  7,000,000 
 

 Value Indication, As Is:    $51,360,000 
 
Thus, as the result of this analysis, I have arrived at the following conclusion of 
aggregate market value for the as is condition of Planning Area CE-4/5 (Castillo), 
subject to the Assumptions and Limiting Conditions, and as of October 15, 2008: 
 

$51,360,000 
 

(FIFTY-ONE MILLION THREE HUNDRED SIXTY THOUSAND DOLLARS) 
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PLANNING AREA CE-1A (PATINA) 
 
PROPERTY DATA 
 

Location 
 
This Planning Area or tract is located along both sides of Sterling Ln., and mostly 
along the southeast side of West Hills Dr. southerly of Sterling Ln. 
 
Record Owner/Ownership History 
 
As of the October 15, 2008 date of value, MS Rialto West Hills CA, LLC owned all 
of the lots in this Planning Area.  In April 2007, Lennar Homes of California, Inc. 
acquired all of the lots from The Newhall Land and Farming Company at a price of 
$16,054,942 or $239,626 per lot.  The lots were then deeded from Lennar to MS 
Rialto West Hills CA, LLC on November 30, 2007. 
 
Legal Description 
 
The lots comprising this Planning Area are described as Lots 16 to 50, 115 to 143 & 
397 to 399 of Tract No. 52455-02, in the County of Los Angeles, as per Map 
recorded in Book 1325, Pages 56 through 94 of Maps. 

 
Assessor Data-2008/09 
 
The subject property comprises Assessor Parcel Nos. 2810-112-016 to 047, 050, 074 
& 075, 2810-114-003 to 015, 2810-115-001 to 012 & 064 to 066, and 2810-116-001 
to 004.  Current assessed values range from $241,658 to $244,534 for land and $0 
for improvements.  The tax rate area is 12-458, with a tax rate of ±1.25% excluding 
the CFD, but the projected total tax rate to future homeowners is ±1.8% including 
the special taxes for this CFD. 
 
No. of Lots/Lot Sizes 
 
This Planning Area comprises a total of 67 single-family residential lots which range 
in size from 4,412 s.f. to 7,408 s.f., or an average of 5,391 s.f. 
 
Planned Development/Status of Construction 
 
These 67 lots are planned to be developed with a tract of homes called Patina.  As of 
the October 15, 2008 date of value, the lots were vacant and in a near-finished 
condition. 
 
There will be two floor plans that are described as follows: 
 

Plan 1:  2,756 s.f., two-story, with 4 bedrooms, 2½ baths, loft, living room, great room,  
nook and a 2-car garage. 



 

 28 
 

PROPERTY DATA, Continuing 
 
Plan 2:  3,060 s.f., two-story, with 4 bedrooms, 2½ baths, loft, living room, dining room, 
family room, breakfast nook, tech center and a 3-car tandem garage. 
 

The two model homes have been completed and are available for viewing in 
Planning Area CE-4/5, and production homes are currently being constructed and 
sold in the West Creek area.  The current pricing at the sales office indicates 
$630,000 and $632,000 for two Plan 1 homes and $647,000 to $665,000 for four 
Plan 2 homes.  It is assumed that the typical incentive amount is similar to the 
previous Castillo homes, or ±$37,000. 
 
It is noted that the lots in the West Creek area are generally smaller than the subject 
lots in the West Hills area, as well as lacking view potential and not being located 
within a gated neighborhood.  However, as an offsetting factor, the homes in the 
West Creek area are provided the free upgrade of the solar package which is valued 
at $25,000 to $30,000. 
 

VALUATION 
 

Method of Analysis 
 
Since Planning Area CE-1A consists of all vacant lots, the method of analysis is 
similar to that of the vacant lots in the previous analysis of Planning Area CE-4/5. 
 
Analysis of Vacant Lots 
 
The starting point for this analysis is the average base pricing, net of incentives, for 
the Patina homes that are currently being marketed, though the homes currently 
being built and sold are in the West Creek area and not on the subject lots.  The 
planned mix of floor plans on the subject 67 lots are 32 of the Plan 1 homes and 35 
of the Plan 2 homes.  Thus, considering base prices of $630,000 for Plan 1 and 
$647,000 for Plan 2, the weighted average base home price is ±$639,000, less the 
typical incentive amount of $37,000, resulting in a net amount of ±$602,000. 
 
In support of this pricing, it is noted that there has been good sales activity on these 
Patina homes, with many closed sales and current escrows in the West Creek area, 
and most of the closed sales took place at higher pricing levels, in the high 
$600,000’s to the mid $700,000’s.  In addition, the recent sales of Plan 4 homes in 
the subject Castillo tract support a far lower limit from ±$511,000 to $557,000 (net) 
due to being much smaller homes at 2,236 s.f.  In summary, the average of 
±$602,000, net of incentives, is concluded to be supportable for the subject Patina 
homes. 
 
Next, the deduction is made for the items of construction costs of the homes plus a 
factor for profit.  The hard (or direct) costs are estimated by the builder to be an 
average of ±$201,000 per home and the soft (or indirect) costs are estimated to be an 
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VALUATION, Continuing 
 
average of ±$154,000 per home.  This results in a total cost amount of $355,000.  
Then, a profit factor of 10% is applied, which is similar to profit factor used in the 
previous analysis of the Castillo homes, since the Patina homes are also being 
constructed and sold, even though in the West Creek area.  This results in a profit 
amount of $35,500, and a total cost plus profit amount of $390,500. 
 
The residual value to the vacant lot is calculated as follows: 
 

Average Home Price:  $602,000 
Less Costs & Profit:  - 390,500 
Residual to Land:   $211,500 

 
Lastly, the discount is applied to the indicated retail lot value to reflect that the 
absorption or sell-off of homes on these lots is not projected to start until May 2010 
and not be completed until early in the first quarter of 2012, per the Market 
Absorption Study completed by Empire Economics.  Then, similar to the previous 
analysis of Planning Areas CE 4 & 5, the assumed land sales at $211,500 per lot 
represent the gross proceeds or revenues. 
 
Next, a combined deduction of 8% of sales is made for general/administrative costs, 
holding costs and sales/closing costs, but spread evenly over the cash flow period.  
Lastly, a deduction is made for the estimated costs to get from as is condition to 
finished lots as they are projected to occur over the cash flow period.  Information 
provided by the builder is that the estimated remaining costs to get all lots to finished 
condition is a total of $1,751,233, including items of street improvements, utilities, 
landscaping, block walls, associated soft costs and development impact fees.  It is 
noted that none of these remaining costs are to be funded by the CFD bond proceeds 
from the currently proposed issuance, thus all costs are deducted.  In addition, it is 
projected that these costs will approximately be expended evenly during time of 
home construction and sales, or over the last 7 quarters of the cash flow at the rate of 
$250,176 per quarter during those 7 quarters. 
 
As to the timing of the lot sales, the estimated absorption schedule by Empire 
Economics indicates that there would be 23 escrow closings from May through 
December 2010, 40 escrow closings in 2011 and 4 escrow closings in 2012.  Again, 
the sales or takedowns of lots are projected to occur two quarters prior to the escrow 
closings of home sales, with the last 4 escrow closings considered to be in the fourth 
quarter of 2011 for lot takedown purposes.  Thus, the projected absorption or 
takedowns of lots are as follows: 
 



 

 30 
 

VALUATION, Continuing 
 

4Q-2009 thru 3Q-2009: 0 lots 
4Q-2009:  7 lots 
1Q-2010:  8 lots 
2Q-2010:  8 lots 
3Q-2010:  10 lots 
4Q-2010:  10 lots 
1Q-2011:  10 lots 
2Q-2011:  14 lots 

 
As to an appropriate discount rate, in contrast to the Castillo homes, construction of 
the Patina homes has not yet started on the subject lots, and the absorption does not 
start until late 2009 and then is a relatively longer period.  Thus, I have concluded on 
a higher discount rate in the range of 19% to 20%. 
 
Based on the foregoing, the discounted cash flow analysis reflecting a 20% discount 
rate is shown on the following page: 



  

 
Quarterly  4Q-2008 1Q-2009 2Q-2009 3Q-2009 4Q-2009 1Q-2010 2Q-2010 

         
REVENUES (Lot Sales)         

Lot Sales @ $211,500/lot  $0 $0 $0 $0 $1,480,500 $1,692,000 $1,692,000 
         

PROJECT COSTS         
G&A/Holding/Sales/Closing 8% $103,058 $103,058 $103,058 $103,058 $103,058 $103,058 $103,058 

Costs to get to Finished Lots  $0 $0 $0 $0 $250,176 $250,176 $250,176 

Total Costs  $103,058 $103,058 $103,058 $103,058 $353,234 $353,234 $353,234 
         

NET CASH FLOWS  -$103,058 -$103,058 -$103,058 -$103,058 $1,127,266 $1,338,766 $1,338,766 
         
DISCOUNT FACTOR 20% 0.952381 0.909091 0.869565 0.833333 0.800000 0.769231 0.740741 

         
PV OF CASH FLOWS  -$98,151 -$93,689 -$89,616 -$85,882 $901,813 $1,029,820 $991,678 

 
 
      

Quarterly  3Q-2010 4Q-2010 1Q-2011 2Q-2011 Total 

       
REVENUES (Lot Sales)       

Lot Sales @ $211,500/lot  $2,115,000 $2,115,000 $2,115,000 $2,961,000 $14,170,500 
       

PROJECT COSTS       
G&A/Holding/Sales/Closing 8% $103,058 $103,058 $103,058 $103,058 $1,133,640 

Costs to get to Finished Lots  $250,176 $250,176 $250,176 $250,176 $1,751,232 

Total Costs  $353,234 $353,234 $353,234 $353,234 $2,884,872 
       

NET CASH FLOWS  $1,761,766 $1,761,766 $1,761,766 $2,607,766 $11,285,628 
       
DISCOUNT FACTOR 20% 0.714286 0.689655 0.666667 0.645161  

       
PV OF CASH FLOWS  $1,258,404 $1,215,011 $1,174,511 $1,682,430  
       
PRESENT VALUE  $7,886,329     
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VALUATION, Continuing 
 
Conclusion Of Value 
 
As indicated by the discounted cash flow, at a discount rate of 20% the present value 
is $7,886,329, and it is noted that at a 19% discount rate the present value indication 
is $8,006,195.  Thus, as the result of this analysis, I have arrived at the following 
conclusion of market value for the as is condition of Planning Area CE-1A (Patina), 
subject to the Assumptions and Limiting Conditions, and as of October 15, 2008: 
 

$7,900,000 
 

(SEVEN MILLION NINE HUNDRED THOUSAND DOLLARS) 
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PLANNING AREA CE-1B (ARTE) 
 
PROPERTY DATA 
 

Location 
 
This Planning Area is located along both sides of West Hills Dr. at the northerly end 
of the loop, and along both sides of Via Patina and Platinum Ct. northerly of West 
Hills Dr. 
 
Record Owner/Ownership History 
 
As of the October 15, 2008 date of value, MS Rialto West Hills CA, LLC owned all 
of the lots in this Planning Area.  In April 2007, Lennar Homes of California, Inc. 
acquired all of the lots from The Newhall Land and Farming Company at a price of 
$16,054,942 or $239,626 per lot.  The lots were then deeded from Lennar to MS 
Rialto West Hills CA, LLC on November 30, 2007.   
 
Legal Description 
 
The lots comprising this Planning Area are described as Lots 1 to 15 & 51 to 114 of 
Tract No. 52455-02, in the County of Los Angeles, as per Map recorded in Book 
1325, Pages 56 through 94 of Maps. 
 
Assessor Data-2008/09 
 
The subject property comprises Assessor Parcel Nos. 2810-112-001 to 015 & 052 to 
066 & 073, 2810-113-001 to 046, and 2810-114-001 to 002.  Current assessed values 
range from $202,857 to $202,878 for land and $0 for improvements.  The tax rate 
area is 12-458, with a tax rate of ±1.25% excluding the CFD, but the projected total 
tax rate to future homeowners is ±1.8% including the special taxes for this CFD. 
 
No. of Lots/Lot Sizes 
 
This Planning Area comprises a total of 79 single-family residential lots which range 
in size from 4,000 s.f. up to 10,432 s.f., or an average of 5,555 s.f. 

 
Planned Development/Status of Construction 
 
These 79 lots are planned to be developed with a tract of homes called Arte.  As of 
the October 15, 2008 date of value, the lots were vacant and in a near-finished 
condition.  It is projected that the lots will be developed with two different floor 
plans of homes with sizes of 2,250 s.f. and 2,550 s.f., with a mix of 40 of the smaller 
floor plan and 39 of the larger floor plan. 
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PROPERTY DATA, Continuing 
 
The builder had previously projected that the base pricing would be $590,000 for the 
smaller floor plan and $625,000 for the larger plan.  However, since that time the 
pricing for the Castillo and Patina products has been reduced by ±$30,000 or slightly 
more, thus a similar reduction would likely also apply to these Arte homes.  As to the 
timing, the builder projects that home construction will start by the end of this year. 
 

VALUATION 
 

Method of Analysis 
 
This is similar to Planning Area CE-1A. 
 
Analysis of Vacant Lots 
 
The starting point for this analysis is the projected average base pricing, net of 
incentives, for the planned Arte homes that are not yet under construction.  As 
previously indicated, the base pricing prior to incentives had been projected by the 
builder at $590,000 for the 2,250 s.f. plan and $625,000 for the 2,550 s.f. plan.  
However, a reduction of at least $30,000 per plan is considered to be supportable 
based on the most recent base pricing of $552,000 for the slightly smaller Plan 4 
Castillo home at 2,236 s.f., based on the pricing from $570,000 for the larger future 
Plan 6 of Castillo homes, and based on the current base pricing of $630,000 for the 
larger Plan 1 Patina home at 2,756 s.f. 
 
Based on a $30,000 reduction from the former projected pricing of $590,000 and 
$625,000, and then considering the projected mix of floor plans of 40 of the smaller 
homes and 39 of the larger homes, the indicated weighted average base pricing is 
±$577,000.  Deducting a probable average incentive amount of $37,000 (as 
discussed for the Castillo homes), the indication is an average of ±$540,000 net of 
incentives. 
 
Next, the deduction is made for the items of construction costs of the homes plus a 
factor for profit.  The hard (or direct) costs are estimated by the builder to be an 
average of ±$159,000 per home and the soft (or indirect) costs are estimated to be an 
average of ±$135,000 per home.  This results in a total cost amount of $294,000.  
Then, a profit factor of 12% is applied, which is slightly higher than for the Castillo 
and Patina homes to reflect the slightly greater risk since the Arte homes do not yet 
have a sales history to support market acceptance.  This results in a profit amount of 
±$35,000, and a total cost plus profit amount of $329,000. 
 
The residual value to the vacant lot is calculated as follows: 
 

Average Home Price:  $540,000 
Less Costs & Profit:  - 329,000 
Residual to Land:   $211,000 
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VALUATION, Continuing 
 
Lastly, the discount is applied to the indicated retail lot value to reflect that the 
absorption or sell-off of homes on these lots is not projected to start until February 
2009 and not be completed until the fourth quarter of 2010, per the Market 
Absorption Study completed by Empire Economics.  Then, similar to the previous 
analyses of Planning Areas CE 4 & 5 and CE 1A, the assumed land sales at $211,000 
per lot represent the gross proceeds or revenues.  Next, a combined deduction of 8% 
of sales is made for general/administrative costs, holding costs and sales/closing 
costs as the land sales are projected to occur. 
 
Lastly, a deduction is made for the estimated costs to get from as is condition to 
finished lots as they are projected to occur over the cash flow period.  Information 
provided by the builder is that the estimated remaining costs to get all lots to finished 
condition is a total of $2,706,501, including items of street improvements, utilities, 
landscaping, block walls, associated soft costs and development impact fees.  It is 
noted that none of these remaining costs are to be funded by the CFD bond proceeds 
from the currently proposed issuance, thus all costs are deducted.  In addition, it is 
projected that these costs are estimated to approximately be expended evenly over 
the 7 quarters of the cash flow period, or $386,643 per quarter. 
 
As to the timing of the lot sales, the estimated absorption schedule by Empire 
Economics indicates that there would be 34 escrow closings from February through 
December 2009 or just over 9 per quarter, and 45 escrow closings in 2010 or just 
over 11 per quarter.  Again, the sales or takedowns of lots are projected to occur two 
quarters prior to the escrow closings of home sales.  Thus, the projected absorption 
or takedowns of lots are as follows: 
 

4Q-2008: 15 lots 
1Q-2009: 9 lots 
2Q-2009: 10 lots 
3Q-2009: 11 lots 
4Q-2009: 11 lots 
1Q-2010: 11 lots 
2Q-2010: 12 lots 

 
A discount rate range of 18% to 19% has been used, to reflect that construction of 
the homes has not yet started, but that the absorption time frame is shorter than for 
the Patina homes. 
 
Based on the foregoing, the discounted cash flow analysis reflecting a 19% discount 
rate is shown on the following page: 



  

 
Quarterly  4Q-2008 1Q-2009 2Q-2009 3Q-2009 4Q-2009 1Q-2010 

        
REVENUES (Lot Sales)        

Lot Sales @ $211,000/lot  $3,165,000 $1,899,000 $2,110,000 $2,321,000 $2,321,000 $2,321,000 
        

PROJECT COSTS        
G&A/Holding/Sales/Closing 8% $253,200 $151,920 $168,800 $185,680 $185,680 $185,680 

Costs to get to Finished Lots  $386,643 $386,643 $386,643 $386,643 $386,643 $386,643 

Total Costs  $639,843 $538,563 $555,443 $572,323 $572,323 $572,323 
        

NET CASH FLOWS  $2,525,157 $1,360,437 $1,554,557 $1,748,677 $1,748,677 $1,748,677 
        
DISCOUNT FACTOR 19% 0.954654 0.913242 0.875274 0.840336 0.808081 0.778210 

        
PV OF CASH FLOWS  $2,410,651 $1,242,408 $1,360,663 $1,469,476 $1,413,072 $1,360,838 

  
 
     

Quarterly  2Q-2010 Total 

    
REVENUES (Lot Sales)    

Lot Sales @ $211,000/lot  $2,532,000 $16,669,000 
    

PROJECT COSTS    
G&A/Holding/Sales/Closing 8% $202,560 $1,333,520 

Costs to get to Finished Lots  $386,643 $2,706,501 

Total Costs  $589,203 $4,040,021 
    

NET CASH FLOWS  $1,942,797 $12,628,979 
    
DISCOUNT FACTOR 19% 0.750469  

    
PV OF CASH FLOWS  $1,458,009  
    
PRESENT VALUE  $10,715,118  
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VALUATION, Continuing 
 

Conclusion Of Value 
 
As indicated by the discounted cash flow, at a discount rate of 19% the present value 
is $10,715,118, and it is noted that at a 18% discount rate the present value 
indication is $10,797,924.  Thus, as the result of this analysis, I have arrived at the 
following conclusion of market value for the as is condition of Planning Area CE-1B 
(Arte), subject to the Assumptions and Limiting Conditions, and as of October 15, 
2008: 
 

$10,720,000 
 

(TEN MILLION SEVEN HUNDRED TWENTY THOUSAND DOLLARS) 
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PLANNING AREA CE-2/3 (MOSAIC) 
 
PROPERTY DATA 
 

Location 
 
This Planning Area is located along West Hills Dr. northerly of Coal Mountain Ct. 
and at the southeast part of the loop, and extends westerly along Rosette Ln., 
Ridgecrest Ct., Silversmith Dr., Plaza de Oro and Buena Vista Ct. 
 
Record Owner/Ownership History 
 
As of the October 15, 2008 date of value, MS Rialto West Hills CA, LLC owned all 
of the lots in this Planning Area.  In April 2007, Lennar Homes of California, Inc. 
acquired all of the lots from The Newhall Land and Farming Company at a price of 
$16,054,942 or $239,626 per lot.  The lots were then deeded from Lennar to MS 
Rialto West Hills CA, LLC on November 30, 2007.  Lennar currently has an option 
to purchase two lots in Planning Area 2 and the right of first offer on the remaining 
54 lots.  There is no agreement in place for the 55 lots in Planning Area 3. 
 
Legal Description 
 
The 111 lots comprising this tract are described as Lots 162 to 245 & 300 to 326 of 
Tract No. 52455-02, in the County of Los Angeles, as per Map recorded in Book 
1325, Pages 56 through 94 of Maps. 

 
Assessor Data-2008/09 
 
The subject property comprises Assessor Parcel Nos. 2810-113-047 to 066, 2810-
114-016 to 043, 046 to 060, 065 & 066, 2810-115-022 to 040, and 2810-117-011 to 
037.  Current assessed values range from $362,089 to $362,814 for land and $0 for 
improvements.  The tax rate area is 12-458, with a tax rate of ±1.25% excluding the 
CFD, but the projected total tax rate to future homeowners is ±1.8% including the 
special taxes for this CFD. 
 
No. of Lots/Lot Sizes 
 
This Planning Area comprises a total of 111 single-family residential lots which 
range in size from 5,000 s.f. up to 11,616 s.f., or an average of 6,485 s.f. 
 
Planned Development/Status of Construction 
 
These 111 lots are planned to be developed with a tract of homes called Mosaic.  As 
of the October 15, 2008 date of value, slabs had been completed many months ago 
on 8 of the lots, and the remaining 103 lots were vacant and in a near-finished 
condition. 
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PROPERTY DATA, Continuing 
 
There will be two primary floor plans, with 55 of the Plan 1 homes and 54 of the 
Plan 2 homes, and these are described as follows: 
 

Plan 1:  3,396 s.f., two-story, with 4 bedrooms, 3½ baths, teen room, living room, dining 
room, family room, tech center and 3-car tandem garage. 
 
Plan 2:  3,512 s.f., two-story, with 5 bedrooms, living room, dining room, family room, 
breakfast nook, tech center and 3-car tandem garage. 

 
In addition, there is to be one Plan 3 home and one Plan 4 home, which are to be the 
same as the Castillo Plan 3 and 4 homes as previously discussed, or 2,067 s.f. and 
2,236 s.f. in size. 
 
The two model homes for Plans 1 and 2 have been completed and are located in the 
model complex in Planning Area CE-4/5, however, they are not currently open since 
the sales program is not yet underway.  The builder had projected that the base 
pricing would be $775,000 for the smaller floor plan and $800,000 for the larger 
plan.  However, the actual pricing for the Castillo and Patina homes has subsequently 
been reduced by ±$30,000, and that likely would occur with these Mosaic homes as 
well.  As to the timing, the builder projects that home construction will start in 
February 2010. 
 

VALUATION 
 

Method of Analysis 
 
This is similar to the previous analyses. 
 
Homes Under Construction 
 
As previously indicated, there are 8 lots on which slabs were completed over 6 
months ago, but construction of production homes in this tract is not projected to 
start again until early 2010.  Thus, these 8 lots have been included as vacant lots in 
this analysis. 
 
Analysis of Vacant Lots 
 
The starting point for this analysis is the projected average base pricing, net of 
incentives, for the planned Mosaic homes.  It is noted that there are two completed 
model homes but marketing is not underway since construction of production homes 
is not projected to start until early 2010.  As previously indicated, the base pricing 
prior to incentives had been projected by the builder at $775,000 or $228.21 per s.f. 
for Plan 1 at 3,396 s.f. and $800,000 or $227.79 per s.f. for Plan 2 at 3,512 s.f. 
 
 



 

 42 
 

VALUATION, Continuing 
 
This pricing is considered to be well on the high side, based on the actual pricing for 
the other homes.  For example, the current pricing for the Patina homes is $630,000 
or $228.59 per s.f. for the Plan 1 home at 2,756 s.f. and $647,000 or $211.44 per s.f. 
for the Plan 2 home at 3,060 s.f.  The larger home reflects a price that is $17.15 per 
s.f. lower for a home that is 304 s.f. larger.  Considering that the smaller Mosaic 
home at 3,396 s.f. is 336 s.f. larger, a further reduction of ±$17.00 per s.f. results in 
an indication at $194.44 per s.f. 
 
I have concluded on the following pricing for the subject Mosaic homes: 
 
 Plan 1: 3,396 s.f. @ $200.00/s.f. = $679,000 
 
 Plan 2: 3,512 s.f. @ $195.00/s.f. = $685,000 
 
Then, considering the projected mix of floor plans of 55 of the Plan 1 homes and 54 
of the Plan 2 homes, plus a Plan 3 home at $524,000 and a Plan 4 home at $552,000 
(per the current Castillo pricing), the indicated weighted average base pricing is 
±$679,000.  For these relatively higher-priced homes a slightly higher average 
incentive amount of $40,000 has been deducted, resulting in an average of 
±$639,000 net of incentives. 
 
Next, the deduction is made for the items of construction costs of the homes plus a 
factor for profit.  The hard (or direct) costs are estimated by the builder to be an 
average of ±$242,000 per home and the soft (or indirect) costs are estimated to be an 
average of ±$164,000 per home.  This results in a total cost amount of $406,000.  
Then, similar to analysis of the Arte homes, a profit factor of 12% is applied.  This 
results in a profit amount of ±$49,000, and a total cost plus profit amount of 
$455,000. 
 
The residual value to the vacant lot is calculated as follows: 
 

Average Home Price:  $639,000 
Less Costs & Profit:  - 455,000 
Residual to Land:   $184,000 

 
Next, the discount is applied to the indicated retail lot value to reflect that the 
absorption or sell-off of homes on these lots is not projected to start until April 2010 
and not be completed until the fourth quarter of 2012, per the Market Absorption 
Study completed by Empire Economics.  Then, similar to the previous analyses of 
Planning Areas CE 4 & 5 and CE 1A, the assumed land sales at $184,000 per lot 
represent the gross proceeds or revenues.  Next, a combined deduction of 8% of sales 
is made for general/administrative costs, holding costs and sales/closing costs, but 
spread evenly over the cash flow period. 
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VALUATION, Continuing 
 
Lastly, a deduction is made for the estimated costs to get from as is condition to 
finished lots as they are projected to occur over the cash flow period.  Information 
provided by the builder is that the estimated remaining costs to get all lots to finished 
condition is a total of $3,333,706, including items of street improvements, utilities, 
landscaping, block walls, associated soft costs and development impact fees.  It is 
noted that none of these remaining costs are to be funded by the CFD bond proceeds 
from the currently proposed issuance, thus all costs are deducted.  In addition, it is 
projected that these costs will approximately be expended evenly during time of 
home construction and sales, or over the last 11 quarters of the cash flow at the rate 
of $303,064 per quarter during those 11 quarters. 
 
As to the timing of the lot sales, the estimated absorption schedule by Empire 
Economics indicates that there would be 28 escrow closings from April through 
December 2010 or just over 9 per quarter, 40 escrow closings in 2011 or 10 per 
quarter, and 43 escrow closings in 2012 or just under 11 per quarter.  Again, the sales 
or takedowns of lots are projected to occur two quarters prior to the escrow closings 
of home sales.  Thus, the projected absorption or takedowns of lots are as follows: 
 

4Q-2008 thru 3Q-2009: 0 lots 
4Q-2009:  9 lots 
1Q-2010:  9 lots 
2Q-2010:  10 lots 
3Q-2010:  10 lots 
4Q-2010:  10 lots 
1Q-2011:  10 lots 
2Q-2011:  10 lots 
3Q-2011:  10 lots 
4Q-2011:  11 lots 
1Q-2012:  11 lots 
2Q-2012:  11 lots 

 
Similar to the analysis of the Patina homes, a discount rate range of 19% to 20% has 
been used, to reflect that construction of the homes has not yet started, and that the 
absorption time frame is relatively longer. 
 
Based on the foregoing, the discounted cash flow analysis reflecting a 20% discount 
rate is shown on the following page: 



  

 
Quarterly  4Q-2008 1Q-2009 2Q-2009 3Q-2009 4Q-2009 1Q-2010 2Q-2010 3Q-2010 4Q-2010 

           
REVENUES (Lot Sales)           

Lot Sales @ $184,000/lot  $0 $0 $0 $0 $1,656,000 $1,656,000 $1,840,000 $1,840,000 $1,840,000 
           

PROJECT COSTS           
G&A/Holding/Sales/Closing 8% $108,928 $108,928 $108,928 $108,928 $108,928 $108,928 $108,928 $108,928 $108,928 

Costs to get to Finished Lots  $0 $0 $0 $0 $303,064 $303,064 $303,064 $303,064 $303,064 

Total Costs  $108,928 $108,928 $108,928 $108,928 $411,992 $411,992 $411,992 $411,992 $411,992 
           

NET CASH FLOWS  -$108,928 -$108,928 -$108,928 -$108,928 -$1,244,008 $1,244,008 $1,428,008 $1,428,008 $1,428,008 
           
DISCOUNT FACTOR 20% 0.952381 0.909091 0.869565 0.833333 0.800000 0.769231 0.740741 0.714286 0.689655 

           
PV OF CASH FLOWS  -$103,741 -$99,025 -$94,720 -$90,773 $995,206 $956,929 $1,057,784 $1,020,006 $984,833 

 
 
      

Quarterly  1Q-2011 2Q-2011 3Q-2011 4Q-2011 1Q-2012 2Q-2012 Total 

         
REVENUES (Lot Sales)         

Lot Sales @ $184,000/lot  $1,840,000 $1,840,000 $1,840,000 $2,024,000 $2,024,000 $2,024,000 $20,424,000 
         

PROJECT COSTS         
G&A/Holding/Sales/Closing 8% $108,928 $108,928 $108,928 $108,928 $108,928 $108,928 $1,633,920 

Costs to get to Finished Lots  $303,064 $303,064 $303,064 $303,064 $303,064 $303,064 $3,333,704 

Total Costs  $411,992 $411,992 $411,992 $411,992 $411,992 $411,992 $4,967,624 
         

NET CASH FLOWS  $1,428,008 $1,428,008 $1,428,008 $1,612,008 $1,612,008 $1,612,008 $15,456,376 
         
DISCOUNT FACTOR 20% 0.666667 0.645161 0.625000 0.606061 0.588235 0.571429  

         
PV OF CASH FLOWS  $952,005 $921,295 $892,505 $976,975 $948,240 $921,147  
         
PRESENT VALUE  $10,238,666       
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VALUATION, Continuing 
 
Conclusion Of Value 
 
As indicated by the discounted cash flow, at a discount rate of 20% the present value 
is $10,238,666, and it is noted that at a 19% discount rate the present value 
indication is $10,411,567.  Thus, as the result of this analysis, I have arrived at the 
following conclusion of market value for the as is condition of Planning Area CE-2/3 
(Mosaic), subject to the Assumptions and Limiting Conditions, and as of October 15, 
2008: 
 

$10,240,000 
 

(TEN MILLION TWO HUNDRED FORTY THOUSAND DOLLARS) 
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QUALIFICATIONS 
OF 

STEPHEN G. WHITE, MAI 
 
PROFESSIONAL EXPERIENCE 

 
Real Estate Appraiser since 1976. 

  

1983 through current date:  Self-employed; office located at 1370 N. Brea Blvd., Suite 205, Fullerton, 
CA 92835  (Phone: 714-738-1595) 
 

1976-1982:  Employed by Cedric A. White, Jr., MAI, independent appraiser located in Anaheim. 
 

Real estate appraisals have been completed on most types of properties  for purposes of fair market 
value, leased fee value, leasehold value, easement value, partial acquisitions and severance damages. 
 

PROFESSIONAL ORGANIZATIONS 
 

Member, Appraisal Institute; MAI designation obtained 1985 
 
Affiliate Member, Pacific West Association of Realtors 

 
LICENSES 
 

Licensed by the State of California as a Certified General Real Estate Appraiser; OREA ID No. 
AG013311; valid through September 22, 2010. 

 
EDUCATION 
 

B.A. Economics & Business, Westmont College, Santa Barbara (1976) 
 

Appraisal Institute Courses:  
 Basic Appraisal Principles, Methods and Techniques 
 Capitalization Theory and Techniques 
 Urban Properties 
 Litigation Valuation 
 Standards of Professional Appraisal Practice 
  

Numerous seminars and continuing education on various appraisal subjects, including 
valuation of easements and leased fee interests, litigation, the money market and its impact 
on real estate, and standards of professional appraisal practice. 

 
COURT/TESTIMONY EXPERIENCE 
 

Qualified as an expert witness in the Superior Courts of Orange, Los Angeles, Riverside and San 
Bernardino Counties; also before the Assessment Appeals Board of Orange and Los Angeles 
Counties. 

 
TYPES OF PROPERTY APPRAISED 
 

Residential: vacant lots, acreage and subdivisions; single family residences, condominiums, 
townhomes and apartment complexes. 
 
Commercial:  vacant lots/acreage; office buildings, retail stores, shopping centers, restaurants, hotels 
and motels. 
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QUALIFICATIONS, Page 2 
 

Industrial:  vacant lots and acreage; warehouses, manufacturing buildings, R&D buildings, industrial 
parks, mini-warehouses. 
 
Special Purpose: mobilehome parks, churches, automobile agencies, medical buildings, convalescent 
hospitals, easements, leased fee and leasehold interests. 

 
CLIENT LIST 
 

Corporations: 
 

Aera Energy     MCP Foods 
  British Pacific Properties    Merrill Lynch Relocation 
  BSI Consultants     Orangeland RV Park 
  Crown Central Petroleum    Pacific Scientific 
  Eastman Kodak Company    Penhall International 
  Firestone Building Materials   Pic 'N Save Stores 
  Foodmaker Realty Corp.    Sargent-Fletcher Co. 
  Greyhound Lines     Shell-Western E&P 
  Holiday Rambler Corp.    Southern Distributors Corp. 
  International Baking Co.    Southern California Edison 
  Johnson Controls     The Home Depot 
  Kampgrounds of America    Tooley and Company 
  La Habra Products, Inc.    Wastewater Disposal Co. 
   

Developers: 
 
  Brighton Homes     Mission Viejo Co. 
  Citation Builders     Premier Homes 
  Davison-Ferguson Investment Devel.  Presley Homes 
  D.T. Smith Homes    Rockefeller & Associates 
  Irvine Company      Taylor Woodrow Homes 
  Kathryn Thompson Developers   Unocal Land & Development 
  Mark Taylor, Inc. 

 

Law Firms: 
 

Baldikoski, Klotz & Dragonette   Oliver, Barr & Vose 
Best, Best & Krieger LLP    Ollestad, Freedman & Taylor 
Bowie, Arneson, Wiles & Giannone   Palmieri, Tyler, Wiener, Wilhelm & 
Bradshaw, John         Waldron LLP 
Bye, Hatcher & Piggott  Paul, Hastings, Jonofsky & 
Callahan, McCune & Willis       Walker LLP 
Cooksey, Coleman & Howard   Piggott, George B.  

 Hamilton & Samuels    Pothier, Rose 
Horgan, Rosen, Beckham & Coren   Rosenthal & Zimmerman 
Kent, John     Rutan & Tucker, LLP 
Kirkland & Ellis     Sikora & Price, Inc. 
Latham & Watkins LLP    Smith & Politiski 
McKee, Charles C.    Williams, Gerold G. 
Mosich, Nicholas J.    Woodruff, Spradlin & Smart, P.C. 
Long, David M.      Yates, Sealy M. 
Nossaman, Guthner, Knox & Elliott, LLP      
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QUALIFICATIONS, Page 3 
 

Financial Institutions: 
 

Barclays Bank     San Clemente Savings & Loan 
Chino Valley Bank    United Calif. Savings Bank 

  Continental Bank     National Credit Union Admin. 
  First Interstate Mortgage    First Wisconsin Bank 
  Security Pacific Bank    Ahmanson Trust Company 
  Washington Square Capital    Sunwest Bank 
 

Cities: 
 

  City of Anaheim      City of Orange 
  City of Baldwin Park    City of Placentia 
  City of Buena Park    City of Riverside 

City of Cypress     City of Santa Ana   
  City of Duarte     City of Santa Fe Springs 
  City of La Habra     City of Stanton 
  City of Laguna Beach    City of Tustin 
  City of Mission Viejo    City of Yorba Linda 

 

Counties:  
 

  County of Orange    County of Riverside 
 

Other Governmental: 
 

  Agua Mansa Industrial Growth Association  Metropolitan Water District 
  El Toro Water District    Orange County Water District 
  Federal Deposit Insurance Corporation (FDIC) Trabuco Canyon Water District 
  Kern County Employees Retirement Association U.S. Postal Service 
   

School Districts: 
 

  Anaheim Union High School Dist.   Moreno Valley Unified School Dist. 
  Banning Unified School Dist.   Newhall School Dist. 
  Capistrano Unified School Dist.   Newport-Mesa Unified School Dist. 
  Castaic Union School Dist.   Placentia-Yorba Linda Unified Dist. 
  Cypress School Dist.    Poway Unified School Dist. 
  Etiwanda School Dist.    Rialto Unified School Dist. 
  Fullerton School Dist.    Saddleback Valley Unif. School Dist. 
  Garden Grove Unified School Dist.   Santa Ana Unified School Dist. 
  Irvine Unified School Dist.   So. Org. Cnty Comm. College Dist. 
  Lake Elsinore Unified School Dist.   Temple City School Dist. 

 

Churches/Church Organizations: 
 

  Calvary Church, Santa Ana   First Church of the Nazarene 
  Central Baptist Church, Pomona   Lutheran Church, Missouri Synod 
  Christian & Missionary Alliance Church, Santa Ana Presbytery of Los Rancho 
  Christian Church Foundation   St. Mark’s Lutheran Church, Hac. Hts. 
  Congregational Church, Fullerton   Vineyard Christian Fellowship 

 

Other: 
  Biola University     Garden Grove Boys' Club 
  Cedars-Sinai Medical Center   The Sheepfold 
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MARKET ABSORPTION STUDY UPDATE

COMMUNITY FACILITIES DISTRICT NO. 2006-1
IMPROVEMENT AREA NO. 3

(WEST HILLS)

SAUGUS UNION SCHOOL DISTRICT

LOS ANGELES COUNTY, CALIFORNIA

Model Complex:  Castillo

BY EMPIRE ECONOMICS, INC.

JANUARY 20, 2009

(ORIGINAL STUDY: JUNE 5, 2008)

THE USE OF THIS MARKET ABSORPTION STUDY IS AUTHORIZED    

ONLY FOR THE SAUGUS UNION SCHOOL DISTRICT                               
CFD NO. 2006-1 IA NO. 3 BOND ISSUE
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CERTIFICATION OF INDEPENDENCE 

 

EMPIRE ECONOMICS PROVIDES CONSULTING SERVICES 

ONLY FOR PUBLIC ENTITIES 
 
 
 
The Securities & Exchange Commission has taken action against firms that have utilized their research 
analysts to promote companies with whom they conduct business, citing this as a potential conflict of 
interest. Accordingly, Empire Economics (Empire), in order to ensure that its clients, including the 
Saugus Union School District, are not placed in a situation that could cause such conflicts of interest, 

provides a Certification of Independence. This Certificate states that Empire performs consulting 

services only for public entities such as the Saugus Union School District, in order to avoid 

potential conflicts of interest that could occur if it also provided consulting services for 

developers/builders. For example, if a research firm for a specific Community Facilities District or 
Assessment 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. 
 
Accordingly, Empire Economics certifies that the Market Absorption Study for the CFD No. 2006-1 
IA 3 (West Hills) of the Saugus Union School District was performed in an independent professional 
manner, as represented by the following statements: 
 

� Empire was retained to perform the Market Absorption Study by the Saugus Union School 
District, not the District’s developer/builder, Newhall Land and Farming Company / Lennar 
Homes. 

 
� Empire has not performed any consulting services for the District’s property owner or the 

developer/builder during the past ten years. 
 

� Empire will not perform any consulting services for the District’s property owner or the 
developer/builder during at least the next three years.  

 
� Empire’s compensation for performing the Market Absorption Study for the District is 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. 2006-1 IA 3 (West Hills) of the Saugus Union School District was 
performed in an independent professional manner. 
 
 
 
________________________ 
 
Empire Economics, Inc. 
Joseph T. Janczyk, President 
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INTRODUCTION 

 

A.   OVERVIEW OF THE BOND FINANCING PROGRAM 
 
 
The Saugus Union School District was previously petitioned by Newhall Land and Farming Company  
to form a Community Facilities District (CFD) No. 2006-1 for the Planned Community of West Hills 
to provide financing for the infrastructure that is required to support the development of its residential 
projects. 
 
The Planned Community of West Hills is located some thirty miles to the north of the Los Angeles 
Urban Core, in Valencia, a premier community within the Santa Clarita Valley. Specifically, CFD No. 
2006-1 is situated northerly of Copper Hill Drive, with West Hills Drive being its main entry road. 
 
CFD No. 2006-1 has been partitioned into various Improvement Areas, due to the number of homes 
and the time schedule for their development. CFD No. 2006-1 Improvement Area No. 3 has four 
residential projects, and their characteristics are as follows: 
 
� There are expected to be 399 homes, upon build-out, in four separate projects, and all of these 

are anticipated to offer single-family detached housing products, with various product 
configurations. 

� Currently, one of the four residential projects is  on the marketplace, and it has had 84 escrow 
closings to homeowners. 

� The projects are expected to have living areas of some 2,689 sq.ft., on the average, and range 
from a low of 2,067 to a high of 3,512 sq.ft. 

� The projects are expected to be priced at some $636,273, on the average, and they range from a 
low of $530,000 to a high of $800,000. Additionally, the currently active project is offering 
incentives to purchasers of some $30,000. 

 
The Saugus Union School District  has retained Empire Economics Inc., an economic and real estate 
consulting firm, to perform a Market Absorption Study for the projects in  CFD No. 2006-1 IA 3 (West 
Hills). The purpose of the Market Absorption Study for CFD No. 2006-1 IA 3 is to conduct a 
comprehensive analysis of the product mix characteristics, macroeconomic factors, and 
microeconomic factors as well as the potential risk factors that are expected  to influence the 
absorption of the homes in the CFD, in order to arrive at conclusions regarding the following: 

 
� Estimated absorption schedules for the homes, from market-entry to build-out on an annualized 

basis, for each of the projects. 
 

 

� Discussion of potential risk factors that may adversely impact their marketability: 
 

o Real Estate Market Under Duress; Decreasing Prices and Slow Absorption Rates 
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SOUTHERN CALIFORNIA MARKET REGION                                       

LOCATION OF CFD NO. 2006-1 IA 3 AND ITS MARKET AREA
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CFD NO. 2006-1 IA 3 (WEST HILLS):

LOCATION AND NEIGHBORHOOD CHARACTERISTICS 

 
. 
. 
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B.   ROLES OF THE MARKET STUDY FOR THE BOND FINANCING 
 
 
The Market Absorption Study for CFD No. 2006-1 IA 3 (West Hills) has a multiplicity of roles with 
regards to the Bond Financing; accordingly, these are set-forth below:   

 
 

Marketing Prospects for the Residential Projects 

 
* Estimated Absorption Schedules: 

Escrow Closings of Homes to Homeowners,  
 From Market-Entry to Build-Out 

Each of the Four Projects  
 

 * Potential Risk Factors that may Adversely Impact 
 the Marketability of the Homes 

 

 

 

Relationship of the Market Study to the Special Tax Payments 

 

* Maximum Special Taxes 
for the Residential Projects/Products 
 Conforming to the Issuer’s Policies 

 
* Aggregate Levels of 

Special Tax Revenues for Bond Sizing 
 

*   Share of Payments: 
Developer/Builder vs. Final-Users/Homeowners 

 
 
 

Relationship of the Market Study to the Appraisal/Valuation 

 
* Appraisal of Property 

Discounted Cash Flow – Present Value 
 

(The Longer the Absorption Time, the Lower the Present Value) 

 
 
The Issuing Agency, the Saugus Union School District, along with the Finance Team, can utilize the 
Market Absorption Study as well as the Special Tax Revenues and Appraised Value to structure the 
Bond Issue for CFD No. 2006-1 IA 3. 
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C.   METHODOLOGY UNDERLYING THE MARKET ABSORPTION STUDY 
 
 
 
The Market Absorption Study performs a comprehensive analysis of  the  product mix characteristics, 
macroeconomic factors,  and microeconomic factors as well as the potential risk factors that are 
expected  to influence the absorption of the homes in CFD No. 2006-1 IA 3 (West Hills). 
 
 
 

I.   Expected Product Mix Characteristics 

* Expected Number of Homes and their Prices/Features 

 
 

II.   Macroeconomic Analysis 

* Recent/Expected Economic and Real Estate Conditions 
* United States, California, Southern California and Los Angeles County 

 
 

III.   Microeconomic Components 

* Regional Development Trends/Patterns 
* Socioeconomic Factors: Crime Levels and School Quality 
* Competitive Market Analysis of the Projects in the CFD  

 

 

IV.   Designated Economic Real Estate Forecasting Scenario 

*Comparison of Housing Prices based upon Incomes vs. Actual Prices  
* Critical Factors Underlying the Market Adjustment Process 

* Relationship of Changes in Housing Prices to Real Estate Indicators 
* Most Probable Economic and Real Estate Scenario Components 

 

 

V.   Estimated Absorption Schedules 

* Estimated Absorption Schedules 
* Mortgage Loan Characteristics of Homeowners 

 
 

VI.   Assumptions and Limiting Conditions 
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SECTION I:  EXPECTED PRODUCT MIX CHARACTERISTICS  
 
 

 

A.   CHARACTERISTICS OF THE  EXPECTED PRODUCT  MIX 

FOR CFD NO. 2006-1 IA 3 (WEST HILLS) 
 
 

CFD No. 2006-1 IA 3, West Hills, is planned to have has four residential projects by Lennar Homes 
with single-family  housing products that are expected to have 399 homes upon build-out; accordingly, 
their characteristics are now discussed. 
 
 

Planning Area CH1A – Patina  is planned to have 67 detached homes with expected base 
prices of some $614,672 for some 2,915 sq.ft. of living area, for a value ratio (price/living 
area) of $211, on the average; this project has a model complex but is not currently 
marketing homes within CFD No. 2006-1 IA 3. 
 

Planning Area CE1B – Arte  is planned to have 79 detached homes with expected base 
prices of some $607,278 for some 2,398 sq.ft. of living area, for a value ratio of $253, on 
the average; this is a future project, and so it is not currently on the market. 
 (Note: Prices estimated by Lennar Homes in June 2008.) 
 

Planning Area CE2-3 - Mosaic is planned to have 111 detached homes with expected 
base prices of some $783,739 for some 3,428 sq.ft. of living area, for a value ratio of $229, 
on the average; this is a future project, and so it is not currently on the market. 
(Note: Prices estimated by Lennar Homes in June 2008.) 

 

Planning Area CE4-5 - Castillo is planned to have 142 detached homes with base prices 
of some $547,324 for some 2,165 sq.ft. of living area, for a value ratio of $253, on the 
average; this project has a model complex that is open, and there have been 84 escrow 
closings to homeowners. This project is currently offering buyers incentives of some 
$30,000. 

 
 
So, CFD No. 2006-1 IA 3 (West Hills) is expected to have four projects that have base prices ranging 
from some $530,000 to $800,000, an overall average of some $636,273, for living areas with a range 
of 2,067 to 3,512 sq.ft., an overall average of 2,689 sq.ft., for an overall value ratio of some $237, on 
the average. 
 
For additional information on the characteristics of these projects, refer to the following table and 
graphs. 
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EXPECTED PRODUCT MIX CHARACTERISTICS

CFD NO. 2006-1  IMPROVEMENT AREA NO. 3

 

Projects / Planning Areas Totals - Residential

Planning Areas CE1A CE1B CE 2-3 CE 4-5 Annually Cumulative

Projects > Patina Arte Mosaic Castillo

Status of Models 2 Models Built Future 2 Models Built Completed

Not Selling Not Selling Open - Active

in IA No. 3

Housing Units - Marketing Status

Totals 67 79 111 142 399 100.0%

Share 16.8% 19.8% 27.8% 35.6% 100.0%

Marketing Status:

     Occupied; Dec. 31, 2008 0 0 0 84 84

     Future Occupancies; Jan. 1,  2009+ 67 79 111 58 315

Number of Homes

     Plan # 1 32 40 28 28

     Plan # 2 35 39 26 30

     Plan # 3 27 44

     Plan # 4 28 36

     Plan # 5-Other 2 4

       Totals 67 79 111 142 399

 

Living Areas

     Plan # 1 2,756 2,250 3,396 2,067

     Plan # 2 3,060 2,550 3,512 2,236

     Plan # 3 3,396 2,067

     Plan # 4 3,512 2,236

     Plan # 5-Other 2,067 2,756

       Averages 2,915 2,398 3,428 2,165 2,689

Estimated Base Prices - Builder  - Current -  - June 2008 -  - June 2008 -  - Current -

     Plan # 1 $599,000 $590,000 $775,000 $530,000

     Plan # 2 $629,000 $625,000 $800,000 $560,000

     Plan # 3 $775,000 $530,000

     Plan # 4 $800,000 $560,000

     Plan # 5-Other $585,000 $650,000

       Averages $614,672 $607,278 $783,739 $547,324 $636,273

Incentives $30,000 $0 $0 $30,000

Value Ratios; Base Prices $211 $253 $229 $253 $237

Special Taxes $5,300 $4,700 $5,500 $4,400
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CE1A: 
Patina

CE1B: Arte
CE 2-3: 
Mosaic

CE 4-5: 
Castillo

Future Occupancies; Jan. 1,  2009+ 67 79 111 58

Occupied; Dec. 31, 2008 0 0 0 84
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SECTION II:   MACROECONOMIC ANALYSIS 
 

 

A.   METHODOLOGY UNDERLYING THE MACROECONOMIC ANALYSIS 

FOR THE CFD NO. 2006-1 IA 3 MARKET AREA 
 
 
The macroeconomic section performs a comprehensive analysis of the recent/expected economic 
conditions which determine the rate at which such development will actually occur, in order to arrive 
at the growth prospects for Southern California, as a whole, and the CFD No. 2006-1 IA 3 Market 
Area (MA), in particular.  
 
 

Based upon Empire Economics’ experience in conducting 400+ Market Studies, these 

macroeconomic factors are regarded as being the most significant determinants of the actual 

performance of Planned Communities and Business Parks in the marketplace, and, as such, they 

represent a critical component of the Market Absorption Study. 

 
 

 

United States: Gross Domestic Product, Consumer Price Index,  
Productivity Trends, Financial/Mortgage Rates, Oil/Gas Prices and 

Homebuilder Stocks 
 

 
 

 
Southern California and Los Angeles County Employment 

Trends/Patterns, Economic Engines Underlying Growth, and 
Industrial/Office Construction Activity 

 

 
 

 
Southern California and Los Angeles County: Housing Trends/Patterns, 

Residential Construction Activity and Retail Construction Activity 
 

 
 

Therefore, the analysis of these macroeconomic factors provides an understanding of the economic 
and real estate environment within which the developer/builder in CFD No. 2006-1 IA 3 will be 
marketing their residential products. 
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B.  RECENT/EXPECTED ECONOMIC AND REAL ESTATE CONDITIONS 

 

 
The near-term economic and real estate conditions for the United States (US), California (CA), 
Southern California (SC) and Los Angeles County (LAC) economies are now discussed.  

 
 
 
 

1.  United States Economic Trends/Patterns 
 

 
 

 

 
*Gross Domestic Product (GDP) 

 
 *Consumer Price Index (CPI) 

 
*Productivity Trends 

 
 *Mortgage Rates 

 
 *United States Oil Prices 

 
*California Gas Prices 

 
*Employment Trends/Patterns 

 
*Building Permit Trends/Patterns 

 
 *Homebuilder Stocks 
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1999 2000 2001 2002 2003 2004 2005 2006 2007 2008-Est. 2009-Forecast

US: Overall 4.5% 3.7% 0.8% 1.6% 2.5% 3.6% 2.9% 2.8% 2.0% 1.3% -0.5%

Consumption 5.1% 4.7% 2.5% 2.7% 2.8% 3.6% 3.0% 3.0% 2.8% 0.3% -1.0%

Investment 7.8% 5.7% -7.9% -2.6% 3.6% 9.7% 5.8% 2.1% -5.4% -6.4% -7.5%

Government 3.9% 2.1% 3.4% 4.4% 2.5% 1.4% 0.4% 1.7% 2.1% 2.8% 3.0%
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UNITED STATES REAL GDP AND ITS COMPONENTS

 
 

� Overall U.S. Real GDP: After the economic boom of the late 1990s, GDP moderated in 2001, 
due to the adverse impacts of the stock market correction and terrorist attacks. The economy 
started to recover in 2002, as a result of the Federal Reserve Board stimulating the economy, 
and GDP rose at strong rates through 2004. However, since then, the rate of growth moderated, 
to 2.0% in 2007, then estimated at 1.3% in 2008, due to the declining real estate market, and 
for 2009, it is expected to decline by some -0.5%.  
 

o Consumption: Estimated growth of 0.3% in 2008 but is expected to decline in 2009  
by  -1.0% .   
 

o Business Investment: Estimated decrease of -6.4% in 2008 and is expected to 
decline again in 2009 by -7.5%, due to continued decreases in residential and 
business investment as a result of tight credit markets.    

 

o Government Purchases: Estimated growth rate of some 2.8% in 2008, and is 
expected to rise in 2009 by some 3.0%, due to higher levels of spending by the 
federal government. 

 

In 2009, GDP is expected to decline, especially during the first portion of the year, while the 
second half of the year will benefit from the government stimulus programs. With regards to the 
various components of GDP, government spending is expected to increase, consumption to 
decline, and investment spending to decline as well.   
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1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 - Est.
2009 -

Forecast

US CPI Index 2.21% 3.36% 2.85% 1.58% 2.28% 2.66% 3.39% 3.23% 2.85% 4.07% 0.70%
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UNITED STATES CONSUMER PRICE INDEX

 
 
 

� Consumer Price Index (CPI) peaked at 3.36% in 2000, due primarily to strong GDP growth.  
 

� Then, with lower GDP growth, CPI declined, to a recent minimum of 1.58% in 2002.  
 

� From 2003 to 2005, as GDP had rising growth rates, the CPI increased, and peaked at 3.39%.  
 

� Since 2005, as GDP growth moderated, CPI declined, to some 2.85% in 2007.  
 

� Due to recent monetary stimulus policies by the Federal Reserve Board, which have 
significantly increased the supply of money, CPI is estimated to be 4.07% in 2008. 
 

� With regards to the prospects for the CPI, the weakness in the economy is expected to 
constrain inflation in the near term, leading to a very low CPI of less than 1% for 2009.  
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1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 - Est.
2009 -

Forecast

Employ. Change 2.44% 2.20% 0.00% -1.13% -0.26% 1.13% 1.70% 1.90% 1.10% -0.10% -1.00%

Prod. Change 3.20% 2.00% 1.10% 3.88% 3.18% 2.78% 1.60% 1.25% 1.10% 2.05% 2.00%
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UNITED STATES  PRODUCTIVITY TRENDS AND EMPLOYMENT CHANGES

 
 
 
 

� Although GDP growth was particularly strong from 2003-2005, the rate of change in the CPI 
was minimal; viewed historically, this represents a departure from prior patterns.  
 
 

� This aberration can be explained by the high levels of productivity growth, which enabled 
firms to increase their levels of output without substantially hiring additional employees, and 
thereby keep their costs and prices relatively stable.   
 

 
� More recently, from 2006-2007, the rate of productivity growth has slowed. 

 
 

� For 2008 and 2009, the productivity growth rate is expected to rise slightly versus the 2007 
level, as firms significantly reduce their number of employees. 
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The relatively low levels of CPI changes during 2002 through 2007 resulted in historic lows for both 
the 10-year bond, which is the primary driving force behind fixed rate mortgages, and also the federal 
fund rate, which is the primary driving force behind short-term adjustable mortgage rates; furthermore, 
the latter also has enhanced the financial feasibility of creative financing mortgage structures. 
 

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 - Forecast

10-Yr Bond 5.96% 4.97% 4.53% 4.00% 4.26% 4.27% 4.78% 4.58% 3.60% 2.70%

1 Yr Adjustable 7.04% 5.83% 4.62% 3.75% 3.89% 4.49% 5.53% 5.56% 5.17% 3.00%

15 Year - Fixed 7.73% 6.51% 5.98% 5.16% 5.20% 5.42% 6.07% 6.03% 5.62% 4.60%

30-Year Fixed 8.06% 6.97% 6.54% 5.82% 5.84% 5.86% 6.41% 6.34% 6.04% 4.90%
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UNITED STATES MORTGAGE RATES

 
 

� From 2000-2003, the rates on the 10-year Treasury Bond, the 15 year fixed mortgage, 30 year 
fixed mortgage, and the 1 year adjustable mortgage all declined, resulting in historic lows. 
 

� All the rates rose from 2004 through 2006 as compared to 2003: the 10-year Treasury Bond 
increased  by +0.78%, the 15 year fixed mortgage rose by +0.91%, the 30 year fixed mortgage 
rate grew by +0.59%, and the 1 year adjustable mortgage rose significantly, by +1.78%.  

 
� From 2007 through 2008, as compared to 2006, all of the rates declined; the10-year Treasury 

Bond by -1.18%, the 15-year fixed mortgage by -0.45%, the 30 year fixed mortgage by -0.37% 
and the 1 year adjustable mortgage rate by -0.36%.   
 

� In 2009, due to the economic slowdown all the rates are expected to continue to decline as 
compared to 2008; the 1 year adjustable mortgage by -2.17%, the 30 year fixed mortgage by      
-1.14%, the 10-year Treasury Bond by -0.90%, and the 15-year fixed mortgage by some             
-1.02%. 
 

So, all of the rates declined slightly from 2006 to 2008 and are expected to decrease more 
significantly in 2009:  the 1 year adjustable rate mortgage is expected to drop the most, reflecting 
the decrease in the federal fund rate meant to help to reinvigorate economic growth. However, 
although mortgage rates are expected to continue to decline in 2009, the potential favorable 
impacts of such declines are expected to be offset by the more stringent qualification criteria that 
lending institutions are imposing on borrowers. 
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1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
2009 -

Forecast

US Oil Prices $19.3 $30.3 $25.9 $26.1 $31.1 $41.4 $56.5 $66.1 $72.4 $99.7 $45.0 
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UNITED STATES CRUDE OIL PRICES

 
 
 

� From 1999-2002, crude oil prices remained relatively constant, at an average price of $25 a 
barrel. 
 

� However, starting in 2003 and continuing through 2007, crude oil prices increased 
significantly, rising to $72.4, an increase of about +177% during this time period. 
 

� In 2008, crude oil prices increased further, to about $100 a barrel, for the entire year, on the 
average. This rise can be attributed primarily to relatively high prices during early to mid-2008, 
with the peak price level of some $134 during July 2008. 
 

� However, due to significant weakness in the economy since Summer 2008, oil prices have 
recently declined, and are expected to continue to decrease to $45  a barrel for 2009, on the 
average.  
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1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
2009 -

Forecast

CA Gas Prices $1.47 $1.77 $1.74 $1.62 $1.94 $2.23 $2.57 $2.91 $3.18 $3.59 $2.20
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CALIFORNIA GAS PRICES

 
 

 

� From 1999-2002, California gas prices remained relatively consistent, averaging $1.65 a 
gallon.  
 

� However, starting in 2003 and continuing through 2007, California gas prices increased 
significantly, to $3.18, an increase of approximately 64% during this time period. 
 

� In 2008, California gas prices rose again, to some $3.59 a gallon, for the entire year, on the 
average. This rise can be attributed primarily to relatively high prices during early to mid-2008, 
with the peak price level of some $4.70 during June 2008. 
 

� However, due to significant weakness in the economy since summer 2008, gas prices have 
recently declined, and are expected to continue to decrease to $2.20 in 2009.  
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2.   Employment Trends/Patterns 

 
The purpose of this section is to discuss the recent/expected trends/patterns of employment activity for 
the United States (US), California (CA) and Los Angeles County  (LAC). 
 

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008-Est. 2009-Forecast

United States 2.44% 2.20% 0.00% -1.13% -0.26% 1.13% 1.42% 1.90% 1.10% -0.10% -1.00%

California 2.91% 3.55% 0.79% -0.99% -0.45% 0.96% 1.65% 1.86% 0.60% -0.90% -1.25%

Los Angeles County 1.51% 1.73% 0.04% -1.15% -1.09% 0.34% 0.69% 1.70% 0.57% -0.50% -1.00%

-2%

-1%

0%

1%

2%

3%

4%

R
A

T
E

 O
F

 C
H

A
N

G
E

 -
A

N
N

U
A

L
L

Y

UNITED STATES, CALIFORNIA & LOS ANGELES COUNTY

RECENT/EXPECTED EMPLOYMENT TRENDS: ANNUALLY

 
 
 

� 1999-2001: The US, CA, and LAC economies experienced strong rates of growth during 1999 
to 2000 but in 2001 their rates of growth diminished. 
 

� 2002: Their rates of employment growth all moderated in 2001, US experienced a decline of       
-1.13%, California declined by -0.99% and LAC fell by -1.15%. 
 

� 2003 to 2006: Their rates of employment growth all rose, the US to 1.90%, CA to 1.86% and 
LAC to 1.70%. 
 

� 2007: Their rates of employment growth slowed significantly: the US to 1.10%, CA to 0.60% 
and LAC to +0.57%. 
 

� 2008: Their rates of growth are expected to moderate/decline, the US to -0.10%, CA to -0.90% 
and LAC to -0.50%. 
 

� 2009: All rates of growth are expected to decline with the US by -1.00%, CA by -1.25% and 
LAC by -1.00%. 
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� 1991-1994: Economic slowdown, with declines of -108,450/yr. or -0.48%/yr. 
 

� 1995-2001: Strong expansion, with growth rates of +53,100/yr. or 1.38%/yr. 
 

� 2002-2003: Economic slowdown, with declines of -45,350/yr. or -1.12%/yr. 
 

� 2004-2007: Economic expansion, with growth rates of +33,225/yr. or +0.83%/yr. 
 

� 2008: An estimated decline in employment of some -64,800 or -0.50%. 
 

� 2009: An expected decline in employment of about -129,600 or -1.00%. 
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3.  Housing Starts Trends/Patterns 

 
The purpose of this section is to discuss the recent/expected trends/patterns for the levels of housing 
activity for the United States (US), California (CA) and Los Angeles County (LAC). 
 

 

1999 2000 2001 2002 2003 2004 2005 2006 2007
2008 -
Est.

2009 -
Fore.

Right: Los Angeles County 14,262 16,945 18,283 19,111 21,155 26,935 25,647 26,348 20,331 13,500 12,000

Left: United States 1,663,100 1,573,400 1,601,200 1,710,300 1,853,800 1,949,500 2,072,900 1,811,900 1,352,800 900,000 840,000

Right: California 140,137 148,540 148,757 167,761 195,682 212,960 208,972 164,280 117,300 65,774 60,000
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� United States:  The US residential market experienced higher levels of activity during 2001 to 
2005, with a peak level of some 2,072,900 homes in 2005. However, since then, the levels of 
activity have declined to some 1,352,800 in 2007, then to an estimated 900,000 in 2008 and, 
finally, to an expected 840,000 in 2009, due to significant weakness in the housing market. 
 

� California:  The CA residential market experienced higher levels of activity during 2000 to 
2004, with a peak level of some 212,960 homes in 2004, and then declined to 117,300 in 2007. 
For 2008, the level of activity is expected to decline to some 65,774 homes, due to significant 
weakness in the housing market, and then it is expected to decline further to 60,000 in 2009. 
 

� Los Angeles County:  The LAC residential market experienced peak levels of activity during 
2004 to 2006, approximately 26,000 new homes per year, on the average. However, starting in 
2007 the level of activity declined dramatically, falling to an estimated 13,500 homes in 2008.  
For 2009, the level of activity is expected to decline even further to 12,000 new homes.  
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The recent trends in homebuilder stocks confirm the trends in the overall housing market conditions, 
since the stock market factors reflect anticipated changes in the profitability of a firm. 
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The recent trends for the homebuilder stock index HGX, consisting of 19 major builders, have been as 
follows:  
 
� Beginning in the first quarter of 2003, the HGX index rose dramatically from $110 to $273, an 

increase of some 148% (more than double); the one-day peak level of $293 occurred in July 
2005.  
 

� Following the peak, the HGX index declined to $151, in 4th-2006, as a result of higher 
mortgage rates and lower demand for housing, thereby reducing the profit margins of 
homebuilders.  
 

� After a brief rally during 1st-2007 through 3rd-2007, the HGX index decreased again, to a new 
recent low of $86 in the 4th-2008, due to further softness in the housing market. 
 

So, for the 1st-2003 to 3rd-2008 time period, the HGX rose from $110 to $122, with an interim peak of 
$293; however, since then it has declined to $86 in 4th-2008.  
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Additionally, it is also useful to perform an analysis of Lennar Homes, since they are a major 
homebuilder in Southern California. 
  
 

$0

$10

$20

$30

$40

$50

$60

$70

$80

$90

$100

2
0
0
3

-1
st

2
0
0

3
-2

n
d

2
0
0
3
-3

rd

2
0

0
3
-4

th

2
0
0
4

-1
st

2
0
0

4
-2

n
d

2
0
0
4
-3

rd

2
0

0
4
-4

th

2
0
0
5

-1
st

2
0
0

5
-2

n
d

2
0
0
5
-3

rd

2
0

0
5
-4

th

2
0
0
6

-1
st

2
0
0

6
-2

n
d

 

2
0
0
6
-3

rd

2
0

0
6
-4

th

2
0
0
7

-1
st

2
0
0

7
-2

n
d

 

2
0
0
7
-3

rd

2
0

0
7
-4

th

2
0
0
8
-1

st
 

2
0
0

8
-2

n
d

2
0
0
8
-3

rd

2
0

0
8
-4

th

S
T

O
C

K
 I

N
D

E
X

 -
Q

U
A

R
T

E
R

L
Y

HOMEBUILDER STOCK - LENNAR

 
 

 
� Lennar Homes stock price reached a peak level of some $95 during the 4th-2003.  

 
� Following the peak, the stock price has had a significant decline to $8 in 4th-2008. 

 

� This represents a reduction of some 92%, as a result of higher mortgage rates and lower 
demand for housing, thereby reducing the profit margins of homebuilders.  
 

So, for the 1st-2003 to 4th-2008 time period, the Lennar Homes price index declined from $55 to 
$8, but had an interim peak of $95. 
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SECTION III:    MICROECONOMIC ANALYSIS 

 

A. METHODOLOGY UNDERLYING THE MICROECONOMIC ANALYSIS 

OF THE RESIDENTIAL PROJECTS IN CFD NO. 2006-1 IA 3 
 
 
The microeconomic analysis focuses upon the competitiveness of the residential projects in CFD No. 
2006-1 IA 3 with various regional development factors within Los Angeles County and also the 
comparable project within the Competitive Market Area.  

 

 

Competitiveness from a Regional Perspective 

 

* Location of CFD No. 2006-1 IA 3 (West Hills) 
Relative to Competing Planned Communities, 

Retail Centers and Business Parks  

 

* Socioeconomic Characteristics: Crime Rates and School Quality 

 
 

The existing/active/forthcoming Planned Communities, Retail Centers and Business Parks, in 
conjunction with the transportation system, determines the locations of the employment centers and 
residential areas along with retail centers; accordingly, these patterns can then be utilized to gauge the 
marketing potential of CFD No. 2006-1 IA 3 from a regional perspective. 

 

 

Competitive Market Analysis of the Projects in the CFD 

 

* Identification of the Comparable Projects 

 

* Competitive Market Analysis of the CFD Projects 
- Base Prices 

- Living Areas 
- Special Taxes 

 
 
The Competitive Market Analysis evaluates the competitiveness of the  residential projects in the CFD 
relative to the currently active projects in comparable Planned Communities as well as some stand-
alone projects. 
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B.   DEVELOPMENT TRENDS/PATTERNS 

IN THE CFD NO. 2006-1 IA 3 MARKET AREA 
 
 
From a regional perspective, the competitiveness of CFD No. 2006-1 IA 3 Market Area, the Santa 
Clarita Valley  Area, is influenced by the development patterns for employment and housing within 
Los Angeles  County, primarily the Los Angeles Urban Core as well as the San Fernando Valley. 
Specifically, Business Parks generate industrial-office development while Planned Communities 
generate residential development  which, in turn, generates a demand for Retail Centers; additionally, 
the flow of traffic between them is facilitated by the freeways and transportation corridors. 
 
 

� Expansion of Employment Centers and Business Parks 

 

The currently established major employment centers are Los Angeles, Orange, and San 
Diego (LA/OC/SD) urban cores as well as the western portions of Riverside and San 
Bernardino counties. There has also been moderate growth for the various Business Parks 
located in the CFD No. 2006-1 IA 3 Market Area.  Specifically, these Business Parks are 
situated primarily along Interstate 5, a major north-south freeway that links the 
cities/communities in the CFD No. 2006-1 IA 3 Market Area with the Los Angeles Urban 
Core. 
 

 

� Commuting Patterns: Employment Centers to Residential Areas 

 

The CFD No. 2006-1 IA 3 Market Area has an emerging economic base, and this, in turn, 
generates a substantial demand for housing in the Market Area. 
 
Additionally, some of the households employed in the Los Angeles Urban Core and San 
Fernando Valley employment centers reside in the CFD No. 2006-1 IA 3 Market Area, 
since it offers various housing opportunities, including moderately priced single-family 
detached as well as attached homes, that are not available in the Los Angeles Urban Core 
or the San Fernando Valley. These commuting patterns are based upon the Interstate 5 
freeway that links the Los Angeles Urban Core as well as the San Fernando Valley 
employment centers to the CFD No. 2006-1 IA 3 Market Area. 
 
 

Therefore, the CFD No. 2006-1 IA 3 Market Area, the Santa Clarita Area, is strategically situated in 
close proximity to the Los Angeles Urban Core and also the San Fernando Valley, and, as such, has an 
emerging economic base and, additionally, it also offers moderately priced housing opportunities to 
both households employed in the Los Angeles Urban Core as well as the San Fernando Valley. 
  
For additional information on the regional development patterns, please refer to the following exhibit. 
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C. 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 the safety of the neighborhood as well as 
the quality of the schools; accordingly, these are now discussed. 
 

Crime Levels and Neighborhood Safety  
 
To gauge the safety of Los Angeles County and the CFD No. 2006-1 IA 3 Neighborhood Area, 
information on crime levels was obtained utilizing the most recent data available from the Federal 
Bureau of Investigation (FBI) Index. 
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� California:  The overall crime rate is approximately 39.9 per 1,000 people per year. 

� Southern California: The crime rate is 35.6, somewhat lower than the state. 

� Los Angeles County: The crime rate is 35.8, lower than for California and similar to Southern 
California. 
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� Santa Clarita Area:  Crime data are available for the Santa Clarita Area, and it has a  

significantly lower crime rate, some 23.6, than for the Los Angeles County as a whole, some 
35.8. 
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Quality of Schools and Education  
 
To gauge the quality of schools in Los Angeles County and the CFD Neighborhood Area, information 
was compiled on educational achievement, utilizing the Academic Performance Index Scores (API), 
published by the California Department of Education in a report dated May 2008. 
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LOS ANGELES COUNTY SCHOOL DISTRICT API SCORES
( * DESIGNATES DISTRICT IN THE CFD NEIGHBORHOOD)

 
 

Accordingly, the Saugus Union Elementary School District has an API of 852, among the highest in 
the County of Los Angeles (13th out of 82 school districts). 
 
 

Conclusions  

 
From a socioeconomic perspective, Los Angeles County has a slightly higher crime rate than Southern 
California. 
 
The CFD Neighborhood has a significantly lower crime rate and the school district has a significantly 
higher educational achievement level than Los Angeles County as a whole.   
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D.   COMPETITIVE MARKET ANALYSIS                                       

OF THE PROJECTS IN THE CFD   
 

A Competitive Market Analysis of the projects in CFD No. 2006-1 IA 3 is now performed, by 
comparing their characteristics with the currently active comparable projects in the Competitive 
Market Area. 

 

Selection of the Currently Active Comparable Projects 
 
Empire Economics, based upon its market surveys, identified the projects which are considered to be 
comparable to the projects in CFD No. 2006-1 IA 3; accordingly, these are as follows: 

     
Nearby Planned Communities/Projects:  

� River Village 

� Brookville 

� Heirloom 
� West Hills  

� Patina  (not situated in CFD No. 2006-1 IA 3) 

North of Route 14: 

� Stetson Ranch 

� Remington 

� Winchester 

South of Route 14: 

� Fair Oaks Ranch 

� Laurel Park 

� Oak Crest 

 
So, with regards to the currently active comparable projects, they all offer detached housing products, 
as do the projects in CFD No. 2006-1 IA 3.  
 

APPROXIMATE BOUNDARIES OF THE CFD NO. 2006-1 

COMPETITIVE HOUSING MARKET AREA

WEST HILLS

STETSON 

RANCH

FAIR OAKS

RANCH

WEST CREEK

RIVER 

VILLAGE
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Competitive Market Analysis of the Projects in CFD No. 2006-1 IA 3 
 
 

CFD 2006-1 IA 3
Nearby Planned 

Communities
Detached; North    Rt. 

14
Detached: South   Rt. 

14

Escrows Closed 84 86 128 1

Future Units 315 222 136 211

0
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300

350

MARKETING STATUS 

 
 
 
The seven comparable projects as well as the four projects in CFD No. 2006-1 IA 3 together have a 
total of 1,183 housing units of which 299 have had their escrows closed and so there are another 884 
remaining for future occupancies. 
 
 

�  CFD No. 2006-1 IA 3:  4 projects with 399 homes of which 84 are occupied. 
 

�  Detached: Nearby Communities: 3 active projects with 308 homes; 86 are occupied. 
 

�  Detached: North Rt. 14:  2 active projects with 264 homes; 128 are occupied. 
 

�  Detached: South Rt. 14:  2 active projects with 212 homes; 1 is occupied. 
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CFD 2006-1 IA 3
Nearby Planned 

Communities
Detached; North    Rt. 14 Detached: South   Rt. 14 Totals/Averages

LEFT: Price $623,253 $596,833 $516,250 $515,500 $577,001

RIGHT: Living Area 2,726 3,090 3,327 2,767 2,942
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For the comparable projects as well as the projects in CFD No. 2006-1 IA 3, their prices (after 
subtracting incentives offered to purchasers) amount to some $577,001,  as a whole, while their living 
areas are some 2,942 sq.ft., as a whole. 
 
 

�  CFD No. 2006-1 IA 3:  Prices of $623,253 for some 2,726 sq.ft. of living area. 
 

�  Nearby Planned Communities: Prices of $596,833 for some 3,090 sq.ft. of living area. 
 

�  North Rt. 14: Prices of $516,250 for some 3,327 sq.ft. of living area. 
 

�  South Rt. 14:  Prices of $515,500 for some 2,767 sq.ft. of living area. 
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CFD 2006-1 IA 3
Nearby Planned 
Communities

Detached; North    Rt. 14 Detached: South   Rt. 14 Totals/Averages

LEFT:  Value Ratio $230 $194 $155 $192 $200

RIGHT: Special  Assmt/Tax $4,668 $3,750 $774 $2,422 $3,301
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To compare the prices of the comparable projects as well as the projects in CFD No. 2006-1 IA 3 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. Accordingly, the value ratios amount to $200 per sq. ft. of 
living area and their Special Taxes/Assessments amount to some $3,301/yr. (0.56% as a ratio to the 
housing prices): 
 

�  CFD No. 2006-1 IA 3:  Value Ratio of $230 and Special Taxes of $4,668/yr. (0.76%). 
 

�  Nearby Planned Communities: Value Ratio of $194 and Special Taxes of $3,750/yr. 
(0.63%). 
 

�  North Rt. 14: Value Ratio of $155 and Special Taxes of $774/yr. (0.15%). 
 

�  South Rt. 14:  Value Ratio of $192 and Special Taxes of $2,422/yr. (0.47%). 
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SALES RATES AND FUTURE SUPPLY 

Nearby Planned Communities Detached; North    Rt. 14 Detached: South   Rt. 14
 

 
 

The seven comparable active projects have an estimated sales rate of some 111 homes per year, for an 
average of some 16 homes per project per year; additionally, they have a future supply of 569 homes 
which, at recent sales rates, could take some 5.1 years to close-out. 
 

(Note: Time to close-out of projects is extrapolated using current sales rates.) 
 

�  Nearby Planned Communities: 3 projects with sales of 50 homes annually, some 17/project, 
and 222 remaining homes  (4.4 years to closed-out). 
 

�  North Rt. 14: 2 projects with sales of 36 homes annually, some 18/project, and 136 remaining 
homes (3.8 years to closed-out). 
 

�  South Rt. 14:  2 projects with sales of 25 homes annually, some 13/project, and 211 remaining 
homes (8.4 years to closed-out). 
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CHARACTERISTICS OF THE *COMPARABLE* ACTIVE PROJECTS IN THE COMPETITIVE HOUSING MARKET AREA BY PLANNED COMMUNITIES

     Special Taxes

Project Project Builder Lot Sizes Project Size and Sales Housing Prices / After Incentives Size of Living Area Value (Base Rate = 1.12%)

Locations (Average) Total Escrows Future Sales Lower Average Upper Lower Average Upper Ratio Amount/ Ratio/

Closed Rate/Yr. Year Price

CFD 2006-1 IA 3 Castillo @ West Hills Lennar Homes 5,500 142 84 58 N/A $500,000 $517,324 $620,000 2,067 2,165 2,756 $239 $4,132 0.80%

CFD 2006-1 IA 3 Arte @ West Hills Lennar Homes 79 0 79 N/A $590,000 $607,278 $625,000 2,250 2,398 2,550 $253 $4,406 0.73%

CFD 2006-1 IA 3 Patina @ West Hills Lennar Homes 67 0 67 N/A $569,000 $584,672 $599,000 2,756 2,915 3,060 $201 $4,972 0.85%

CFD 2006-1 IA 3 Mosaic @ West Hills Lennar Homes 111 0 111 N/A $585,000 $783,739 $800,000 2,067 3,428 3,512 $229 $5,160 0.66%

 

River Village Brookville Lennar Homes 6,000 117 30 87 17 $542,000 $563,000 $584,000 2,756 2,908 3,060 $194 $3,450 0.61%

West  Creek; Not in CFD Patina Lennar Homes 6,000 95 23 72 15 $569,000 $584,000 $599,000 2,756 2,908 3,060 $201 $4,100 0.70%

River Village Heirloom Lennar Homes 6,500 96 33 63 18 $632,000 $643,500 $655,000 3,396 3,454 3,512 $186 $3,700 0.57%

Detached; North    Rt. 14 Remington @ Stetson Ranch K. Hovnanian 6,000 132 64 68 18 $495,000 $510,000 $525,000 2,822 3,409 3,995 $150 $765 0.15%

Detached; North    Rt. 14 Winchester @ Stetson Ranch K. Hovnanian 6,000 132 64 68 18 $500,000 $522,500 $545,000 3,002 3,246 3,489 $161 $784 0.15%

Detached: South   Rt. 14 Laurel Park @ Fair Oaks Ranch Pardee Homes 5,200 112 1 111 15 $433,000 $452,500 $472,000 1,800 2,100 2,400 $215 $2,125 0.47%

Detached: South   Rt. 14   Oak Crest @ Fair Oaks Ranch Pardee Homes 6,300 100 0 100 10 $568,000 $578,500 $589,000 3,211 3,433 3,655 $169 $2,719 0.47%

Statistical Summary

Sales / Year Projects

CFD 2006-1 IA 3 N/A 4 399 84 315 N/A $561,000 $623,253 $661,000 2,285 2,726 2,970 $230 $4,668 0.76%

Nearby Planned Communities 17 3 308 86 222 50 $581,000 $596,833 $612,667 2,969 3,090 3,211 $194 $3,750 0.63%

Detached; North    Rt. 14 18 2 264 128 136 36 $497,500 $516,250 $535,000 2,912 3,327 3,742 $155 $774 0.15%

Detached: South   Rt. 14 13 2 212 1 211 25 $500,500 $515,500 $530,500 2,506 2,767 3,028 $192 $2,422 0.47%

Totals/Averages 16 11 1,183 299 884 111 $543,909 $577,001 $601,182 2,626 2,942 3,186 $200 $3,301 0.56%
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SECTION IV 

 

 DESIGNATED ECONOMIC AND REAL-ESTATE 

FORECASTING SCENARIO 
 
 

The purpose of this section is to set forth the Designated Economic and Real Estate Scenario 
underlying the estimated absorption schedules for the active/forthcoming residential projects in the 
CFD; accordingly, this is accomplished through a systematic analysis of the  following factors: 

 

 

� 1. Overview: Comparison of Actual Market Housing Prices and Income Based Housing Prices 
 

� 2. Market Adjustment Process: Critical Factors Initiating the Necessary Adjustments 
 

� 3.  Most Probable Scenario: Economic and Real Estate Scenario Components/Phases 
 

� 4.  Relationships of Housing Prices to Real Estate Indicators  

 
 
Prior to proceeding, it is useful to set-forth some definitions of key terms used in the following 
analysis: 
 

� Healthy/Normal Housing Market is characterized by stable/moderately rising prices and 
normal sales rates as well as buyers using conventional financing techniques. 

 

� Conventional Financing Techniques include fixed/adjustable rate mortgages that are set at 
prevailing rates and have payments that are fully amortized (interest and principal). 

 

� Creative  Financing Techniques refers to the use of loan structures other than fixed-rate or 
adjustable loan structures that provide for amortization of principal; some characteristics of 
creative structures are as follows: 

o Interest only payments. 
o Payment option loans (with minimum payment options).  
o Loans with initial teaser rates (below market rates that are offered only for a 

limited time period).  
o Less stringent lending standards such as low/no documentation. 
o Higher mortgage payments to income ratios. 
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1. Overview: Comparison of Actual Market Housing Prices and Income Based Housing Prices 
 
The following graph represents the relationship between the actual prices in the marketplace and the prices that 
households could afford to pay for homes based upon their incomes, conventional mortgage structures (current 
market rates with fully amortized loans) and the typical amounts of down payments.   

 

$0

$50,000

$100,000

$150,000

$200,000

$250,000

$300,000

$350,000

$400,000

$450,000

$500,000

$550,000

$600,000

$650,000

$700,000

$750,000

2
0

0
0

.1

2
0

0
0

.3

2
0

0
1

.1

2
0

0
1

.3

2
0

0
2

.1

2
0

0
2

.3

2
0

0
3

.1

2
0

0
3

.3

2
0

0
4

.1

2
0

0
4

.3

2
0

0
5

.1

2
0

0
5

.3

2
0

0
6

.1

2
0

0
6

.3

2
0

0
7

.1

2
0

0
7

.3

2
0

0
8

.1

2
0

0
8

.3

2
0

0
9

.1

2
0

0
9

.3

2
0

1
0

.1

2
0

1
0

.3

2
0

1
1

.1

2
0

1
1

.3

2
0

1
2

.1

2
0

1
2

.3

SOUTHERN CALIFORNIA: RECENT/EXPECTED HOUSING PRICE TRENDS

Actual Price Prices Drop; Sales Rise Prior Cycle: 1991-1996 Price/Traditional Mortgages

HOUSING
PRICE� BUBBLE

1.  From  2000 to Early 2002:

Actual Housing Prices 
CONSISTENT WITH

Housing Prices Based Upon

Incomes/Traditional Mortgages

3.    Since Early- 2002:

Actual Housing Prices 
Using Non-Traditional Financing

(High LTV, Interest Only, Teaser Rates)

- DASHED LINE-
EXCEED

Housing Prices Based Upon

Incomes/Traditional Mortgages
(Mortgage Payments - Amortized)

Prices Rose by 20%/Yr. 

EMPIRE ECONOMICS;   SUBJECT TO REVISION

4. Housing Market Adjustments

Households Motivated to Sell Due to Mortgage 
Resets and Lender Foreclosures;

Prices Drop;  Sales of Existing Homes Rise 
- DOTTED LINE -

5.  Housing  Prices Return 

to an Equilibrium, 

2.    Income Based Prices:

Housing Prices Based Upon Household 
Incomes and 

Traditional Financing Structures

Support an Increase of some 5%/Yr

Prior Housing Downturn: 1991-1996

Prices decreased at a much slower rate.

Empire Economics

6. Economic Recession  causes prices 

to decline further.
Then, the economy recovers,, due to 
stimulative monetary/fiscal policies.

However, the recovery is slow, as  
FED replenish its assets along with 

higher  tax rates to reduce the deficit. 

 
 

o Initial Equilibrium: 2000 to  Early 2002 

� Income based prices (solid green line) are generally similar to actual market prices. 
  

o Recent Divergence or Dis-Equilibrium:  Early 2002 to Early 2007  

� Actual market prices (dashed orange line) start to rise above the income based prices 

(solid green line), and are significantly above during Summer 2004 to Summer 2007.  
Critical Observation: During Summer 2004 to Summer 2007, the income based price line was generally 
stable (since the gains in household incomes counterbalanced the somewhat higher mortgage rates), so 

housing prices should have remained stable. However, during this same time period, housing prices 
rose dramatically, by approximately 50% !  
 

o Return to Equilibrium:  Early 2007 to  Fall 2009 

� Actual market prices (dotted red line) eventually return to income based prices (solid 
green line). 

� The  market initially reaches an equilibrium in early 2009, as the lines meet; however, 
the economic recession causes household incomes to decline further, thereby pushing 
back the equilibrium until  Fall 2009.  
 

Finally, comparing the current market adjustment to that of the prior cycle of 1991-1996 (the black line on 
the graph) reveals that the current adjustment process has the following differentiating characteristics: 

� The amount of the adjustment is substantially greater. 
� The rate at which  the adjustment is occurring is significantly faster. 
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The next step is to focus in on the characteristics of the housing market bubble, with regards to the 
amounts by which prices were artificially inflated, and hence the potential negative equity that 
households are expected to have, once housing prices reach their income based equilibrium 
 
Accordingly, the actual sales prices for homes are now compared to the expected  equilibrium income-

based prices for homes that are expected to be reached during Fall 2009, in order to estimate the 
expected levels of equity for homeowners. 
 
This analysis reveals that homeowners who purchased homes during Summer 2004 through Fall 2008  
have “negative” levels of equity; this analysis assumes that homeowners had down payments of some 
10%, on the average. The degree to which these are negative varies, with the most significant being for 
those that purchased during 2005-2007. For Southern California, there are an estimated 1,059,530 
homeowners that have negative equity; of these, 631,805 or 60% have negative equity of -25% or 
more. 
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2. Market Adjustment Process: Critical Factors Initiating the Necessary Adjustment 

 
The market adjustment process from the inflated price structure based upon  creative financing  to the 
sustainable price structure based upon household incomes will be driven by the following factors: 

� First, “mortgage resets” will result in homeowners not being able to make their higher 
payments in a timely manner, and so many of these homes will go through foreclosure or short 
sales at discounted prices. 

� Secondly, the secondary impact of these declining prices will result in other homeowners 

having “negative equity”, and thereby less of a financial incentive to continue to put more 
money into an asset that has a declining value. 

 

Mortgage Resets: The primary driving force for existing homeowners initiating the price adjustment 
process starts with them becoming delinquent on their mortgage payments, usually due to their 
mortgage payments being reset, typically at some 20% to 30% above their introductory levels. Then, 

this is followed by either a short-sale or a foreclosure, at a substantially discounted price as 
compared to recent prices. 
 
For the US mortgage market as a whole (sub-areas are not available), the level of mortgage loan resets, 
based upon a comprehensive analysis of millions of loan documents, is as follows: high levels of resets 
in 2007 and 2008 but then declining levels during 2009. 
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Declining Prices: Housing prices have thus far declined by some -30% from their peak levels as of 
December 2008, and are expected to decline by a total of -38% from their peak levels by Fall  2009. 
Consequently, households that have recently purchased homes are realizing that they have “negative 
equity”.   Accordingly, their desire to continue to make their payments is diminished, since the value 
of their homes is likely to continue to decline even further, due to both the softness in the housing 
market as well as the economic recession. 
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3.  Most Probable Scenario: Economic and Real Estate Components/Phases 

 
The following scenario is based upon the most probable set of economic and financial market 
conditions; however, this scenario is subject to further adjustments/modifications to the extent that 
actual conditions, over time, vary from the most probable scenario. 
 

Time Periods Phases of Housing Cycle Housing Price Mortgage Residential
Year/Quarter Appreciation Notices-Default Building Permits

1997.2 1999.4 Prices Start to Recover Moderate Moderate/High Moderate

2000.1 2004.2 New Record Prices Strong/ Very Strong Moderate/Minimal Very Strong

Mortgage Rates Decline

2004.3 2006.4 Further Record Prices Very Strong Minimal Very Strong

Creative Financing

2007.1 2009.4 Prices/Sales Soften Declining High/Very High Moderate/Weak

Mortgage Resets

New Mortgage Regulations

2010.1 2010.4 Market Stabilizes Stable Moderate / High Weak
Excess Inventory - Cleared

2011.1 2011.4 Market Recovers Slight Increases Moderate Moderate

2012.1 >>> Market Returns to Normal Normal Normal Normal

 
 

� Prior Housing Market Cycle: This began in 1997, as prices started to recover, and this was 
followed by strong/very strong housing market conditions, as reflected by record levels of 
prices and high amounts of new construction activity, through 2006. 

 

� Market Correction: During 2007 to 2009 the housing market experiences a correction, due to 
significant amounts of mortgage resets for creative financing structures as well as negative 
equity for many homeowners caused by the recent significant price declines; additionally, this 
will be exacerbated by the economic recession as well as more stringent mortgage loan 
qualification criteria. The result will be high levels of mortgage loan defaults accompanied by 
significantly declining prices and low levels of housing sales and building permit activity. 

 

� Market Stabilizes: During 2010 the housing market is expected to stabilize, as the market 
moves towards a balance of demand-supply: prices decline slightly and the excess inventory of 
foreclosed homes is cleared. 

 

� Market Recovers: During 2011 the housing market is expected to move into a recovery phase, 
as housing activity increases at a moderate rate and prices rise slightly. 

 

� Normal Market Conditions: Starting in 1st-2012 the housing market is expected to return to 
normal conditions as prices increase at a moderate rate. 

 
Finally, the Designated Economic and Real Estate Forecasting Scenario is subject to revision on an on-
going basis, based upon a consideration of the actual economic and real estate factors that emerge over 
time. For example, to the extent that mortgage rates rise, then further housing market adjustments 
could be required, including price reductions as well as lower levels of new housing activity.   
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4. Relationships of Housing Prices to Real Estate Indicators 

 
To understand the trends/patterns for housing prices, Empire analyzed a broad array of real estate and economic 
variables, and identified the following as being the most significant: 

 

Housing Market Components: These factors significantly influence housing prices trends/patterns. 

� Sales of Existing Homes: have had a strong positive correlation with changes in housing prices: 
increasing levels of sales are associated with prices rising whereas decreasing levels of market sales are 
associated with prices declining. Furthermore, market is distressed, foreclosure sales rise significantly. 

� Unsold Inventory Levels: have had a strong inverse correlation with housing price changes: increases 
in unsold inventory levels are associated with price declines whereas decreases in unsold inventory 
levels are associated with prices increases. However, this relationship is subject to some aberrations 
because some homeowners with sufficient financial resources may take their homes off the market until 
a recovery occurs.  

� Mortgage Notices of Default (NODs): have had a strong inverse correlation with changes in housing 
prices and equity levels: increases in NODs are associated with prices declining and negative equity 
whereas decreases in NODs are associated with prices rising and positive equity. 

� New Housing Permits: have had a strong positive correlation with changes in housing prices: higher 
levels of permits are associated with prices rising whereas lower levels of permits are associated with 
prices declining. 

 

Overall Macroeconomic Factors: These factors have a broad influence on the housing market. 

� Employment Growth/Declines: have generally had strong direct correlations with changes in housing 
prices: however, for the current housing cycle, since 2002, this relationship has been surpassed by 
financing factors. Since the economy was in a recession during 2008 and is expected to continue to be in 
a recession for most of  2009, this will delay the housing recovery. 

� Mortgage Loan Interest Rates: have generally had inverse correlations with changes in housing 
prices: however, for the current housing cycle, since 2002, this relationship has been surpassed by 
financing factors, such as creative loan structures with teaser rates. 

 

Furthermore, the relationships between the changes in the key indicators and the changes in the housing prices 
are evaluated with regards to whether the indicators lead, coincide or lag with the changes in housing prices. 
These relationships are determined by comparing the changes in the housing prices with the changes in each of 
the indicators. Based upon Empire Economics’ Designated Economic and Real Estate Forecasting Scenario, the 
recent/expected changes in housing prices for Southern California, by various phases of the housing market 
cycle, as a whole, are as follows:  
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SOUTHERN CALIFORNIA:  RECENT/EXPECTED HOUSING PRICE CHANGES

Price Ch.

Empire Economics

Prior�Correction Prior�Expansion
Slowdown

Correction
Stabilize/
Recover

Current��Overall Average�
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RECENT/EXPECTED�HOUSING�MARKET�
TRENDS/PATTERNS�IN�SOUTHERN�CALIFORNIA

PHASE�3
HOUSING�MARKET�RECOVERS�IN�2011�AND�THEN�RETURNS�TO�NORMAL�IN�2012�

FOR�NEW�RESIDENTIAL�DEVELOPMENT,�
THE�PROCESS�STARTS�WITH�FINISHED�LOTS�PURCHASED�AT�“DISCOUNTS”;

THEN,�THESE�ARE�FOLLOWED�THEREAFTER�BY�NEWLY�FINISHED�“FULL�COSTS”�LOTS�
GEOGRAPHICALLY,�FIRST�ARE�HOMES�NEAR�EMPLOYMENT�CENTERS�AND��COASTAL�AREAS

STRONGER�THAN�
ANTICIPATED�

EMPLOYMENT�
GROWTH��

ACCELERATES�THE�
HOUSING�RECOVERY��

EMPLOYMENT�
CHANGES,�WHICH�
DEPEND�UPON�THE�
OVERALL�ECONOMY,��

MAY�SHIFT�THIS�
PARADIGM

LOWER�THAN�
ANTICIPATED�

EMPLOYMENT�
GROWTH�ELONGATES�

THE�HOUSING�
RECOVERY

LOWER�THAN�
ANTICIPATED�

MORTGAGE�RATES���
ACCELERATE�THE�

HOUSING�RECOVERY��

THE�LEVEL�OF�
MORTGAGE�RATES,�
WHICH�DEPEND�

UPON�THE�RATE�OF�
INFLATION,�MAY�

SHIFT�THIS�
PARADIGM��

HIGHER�THAN�
ANTICIPATED�

MORTGAGE�RATES��
ELONGATE�THE�

HOUSING�RECOVERY

PHASE�1:
HOUSING�PRICES�ADJUST�TO�EQUILIBRIUM,�BASED�UPON�HOUSEHOLD�INCOMES��

AND�CONVENTIONAL�FINANCING�TECHNIQUES�DURING�2007�2009

PRICES�DECLINE�SIGNIFICANTLY
DUE�INITIALLY�TO�MORTGAGE�RESETS

AND�THEN�EXACERBATED�BY�NEGATIVE�EQUITY�FOR�HOMEOWNERS

PHASE�2:
HOMES�THAT�HAVE�SIGNIFICANT�LEVELS�OF�NEGATIVE�EQUITY

ARE�CLEARED�IN�THE�MARKETPLACE�DURING�2009�2010�

FORECLOSURE�AND�SHORT�SALES�DOMINATE�THE�MARKET�DURING�2009�2010
SALES�OF�EXISTING�HOMES�ARE�MODERATE�

SALES�OF�NEW�HOMES�ARE��MODERATE
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A.  Relationship of Changes in Housing Prices to Sales of Existing Homes 

 

The statistical analysis between the changes in housing prices and the changes in the sales of existing homes 
revealed a strong direct relationship: increases (decreases) in the sales of existing homes coincide with the 
increases (decreases) in housing prices. 
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SOUTHERN CALIFORNIA: HOUSING PRICES AND EXISTING HOME SALES  

Price Ch. Housing Sales

Empire Economics

Prior�Correction Prior�Expansion
Slowdown

Correction

Current��Overall��Average

Stabilize/
Recover

 
 

Prior Correction: 1
st
-1989 to 1

st
-1997   

Housing Prices Decrease as Housing Sales Decline: As housing prices moderated  from their peak levels, 
and then declined, housing sales stabilized during 1989-1993, and then increased slightly, due to lower 
prices as a result of foreclosure sales.  

 

Prior Expansion: 2
nd

-1997 to 3
rd

-2004  

Housing Prices Increase as Housing Sales Rise:  As sales of existing homes increased significantly, 
housing prices rose dramatically; furthermore, both continued to rise together, and  reached peak levels in 
2004.   

 

Recent Slowdown:  4
th

-2004 to 4
th

-2006 

Housing Prices Fall as Housing Sales Decrease: As sales of existing homes declined significantly, the rate 
of change in housing prices moderated from its peak level towards being stable.  

 

Forecast – Market Correction: 2007 to 2009 

Housing Prices Fall as Housing Sales Slow: Given historical patterns along with Empire’s Designated 
Economic and Real Estate Forecasting Scenario, sales of existing homes at market prices are expected to 
remain at relatively low levels through 2009. Furthermore,  during this time period, the sales of foreclosure 
homes are expected to increase significantly, and many of these occur at deeply discounted prices.  

 

Forecast – Market Stabilizes/Recovers 2010 to 2012+ 

Housing Sales Improve and Housing Prices Increase: Given historical patterns along with Empire’s 
Designated Economic and Real Estate Forecasting Scenario, the sales of existing homes are expected to 
remain stable during 2010 as housing prices stabilize. Then, both housing prices and sales are expected to 
increase during 2011 and 2012.  
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B. Relationship of Changes in Housing Prices to Unsold Inventory Levels 
 
The statistical analysis between the changes in housing prices and the changes in the unsold inventory levels 
revealed that they have exhibited strong inverse relationship: decreases (increases) in unsold inventory levels 
lead to subsequent increases (decreases) in housing prices. 
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SOUTHERN CALIFORNIA: HOUSING PRICE CHANGES AND UNSOLD INVENTORY 

Price Ch. Inventory

Empire Economics

Prior�Correction Prior�Expansion
Slowdown

Correction

Current��Overall��Average

Stabilize/
Recover

 
 

Prior Correction: 1
st
-1989 to 1

st
-1997   

Increases in Unsold Inventory Levels Lead to Housing Price Declines: As unsold inventory levels 
increased during 1989-1991, housing prices moderated, and then, as unsold inventory reached its peak 
levels, housing prices declined significantly thereafter, during 1991-1995.  

 

Prior Expansion: 2
nd

-1997 to 3
rd

-2004  

Declines in Unsold Inventory Lead to Housing Prices Increases:  Unsold inventory levels reached 
normal levels in 1997 and then declined to relatively low levels through 2003; this, in turn, resulted in 
housing prices starting to rise in 1997 and prices continued to increase robustly through 2004.  

 

Recent Slowdown:  4
th

-2004 to 4
th

-2006 

Increases in Unsold Inventory Lead to Housing Prices Moderating: Unsold inventory levels began to 
rise, and this caused the rate of change in housing prices to moderate from its peak levels in 2004.  

 

Forecast – Market Correction:  2007 to 2009 

Housing Prices Decline Due to High Levels of Unsold Inventory: Given historical patterns along with 
Empire’s Designated Economic and Real Estate Forecasting Scenario, continued high levels of unsold 
inventory will lead to significant housing price declines through 2009. However, the amount of unsold 
inventory declines over time, as many homes are sold in foreclosure sales at discounted prices.  

 

Forecast – Market Stabilizes/Recovers 2010 to 2012+ 

Housing Price Increases Follow Decreasing Unsold Inventory Levels: Given historical patterns along 
with Empire’s Designated Economic and Real Estate Forecasting Scenario, the continuing decrease in 
unsold inventory levels to “normal” levels will  lead to moderate/normal increases in housing prices.  
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C. Relationship of Changes in Housing Prices to Mortgage Loan Notices of Defaults (NODs) 

 

The statistical analysis between the changes in housing prices and the changes in NODs revealed that there is a 
strong inverse relationship between them: increases (decreases) in NODs lag behind decreases (increases) in 
housing prices. 

The following forecast, in particular, depends upon the assumption that the housing market is 

allowed to adjust to a new price equilibrium, and that the government/regulators do not adopt 

policies that may impede such an adjustment. 
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SOUTHERN CALIFORNIA: HOUSING PRICE CHANGES AND NODS

Price Ch. NODS

Empire Economics

Prior�Correction Prior�Expansion
Slowdown Correction Stabilize/

Recover

Current��Overall��Average

 
 

Prior Correction: 1
st
-1989 to 1

st
-1997   

Declines in Housing Prices Lead to Increases in NODs: As changes in housing prices moderated from 
their peak level in 1989, and then declined during 1991-1995, NODs increased over time, reaching a peak in 
1st-1996, about a year after housing prices began to stabilize. 

 

Prior Expansion: 2
nd

-1997 to 3
rd

-2004  

Increases in Housing Prices Lead to Decreases in NODs:  When housing prices started to rise in 1997 
and continued to rise through 2004, NODs decreased over time, reaching a minimal level at the end of 2004.  

 

Recent Slowdown:  4
th

-2004 to 4
th

-2006 

Declines in Housing Prices Lead to Increases in NODs: As change in housing prices moderated from 
their peak levels in 2005, and then began to moderate, NODs started to rise. 

 

Forecast – Market Correction:  2007 to 2009 

Housing Prices Decrease Due to High Levels of NODs: Given historical patterns along with Empire’s 
Designated Economic and Real Estate Forecasting Scenario, the continuing decline in housing prices 
through 2009 will result in higher levels of NODs. While the level of NODs will begin to moderate about a 
year after changes in housing prices reach their lowest level, NODs will still remain at a relatively high 
level. 

 

Forecast – Market Stabilizes/Recovers 2010 to 2012+ 

NODs Moderate as Housing Prices Start to Increase: Given historical patterns, along with Empire’s 
Designated Economic and Real Estate Forecasting Scenario, as housing prices recover, NODs will decline 
from their peak levels, thereby supporting higher housing prices. 
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D. Relationship of Changes in Housing Prices to New Housing Permits 

 

The statistical analysis between the changes in housing prices and the changes in new housing permits revealed 
that there is a strong direct relationship between them; increases (decreases) in new housing permits are related 
to increases (decreases) in housing prices. 
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SOUTHERN CALIFORNIA: HOUSING PRICE CHANGES AND HOUSING PERMITS

Price Ch. Building Permits

Empire Economics

Prior�Correction Prior�Expansion
Slowdown Correction

Current��Overall��Average

Stabilize/
Recover

 
 

Prior Correction: 1
st
-1989 to 1

st
-1997   

Housing Price Declines as Housing Permits Decrease: As housing prices declined during 1992-1996, 
housing permits decreased significantly, and remained at relatively low levels.   

 

Prior Expansion: 2
nd

-1997 to 3
rd

-2004  

Rising Housing Prices with Increases in Housing Permits:  As housing prices increased during 1997 to 
2004, housing permits started to increase. Housing permits peaked in early 2004, the same year in which 
housing prices also reached their highest appreciation rates.   

 

Recent Slowdown:  4
th

-2004 to 4
th

-2006 

Price Declines as Housing Permits Decrease: As housing price appreciation moderated, housing permits 
declined during this time period. 

 

Forecast – Market Correction:  2007 to -2009 

Decline in Housing Permits and Housing Price Decreases: Given historical patterns along with Empire’s 
Designated Economic and Real Estate Forecasting Scenario, the continuing decline in housing prices 
through 2009 will result in lower levels of housing permits. 

 

Forecast – Market Stabilizes/Recovers 2010 to 2012+ 

Housing Prices Rise as Housing Permits Increase: Given historical patterns along with Empire’s 
Designated Economic and Real Estate Forecasting Scenario, beginning in 2011, there will be an increase in 
housing permits as housing prices recover/rise.  
 
The increase in new home building activity will initially occur on “finished” lots that were purchased at 
discounted prices at distress sales, since these have the lowest cost basis for builders. Then, as most of these 
discounted lots are utilized, newly finished lots will be become financially feasible to develop. 
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E. Relationship of Changes in Housing Prices to Employment  

 

The statistical analysis between the changes in housing prices and the changes in employment revealed that 
there is generally a direct relationship between them, and that the changes in housing prices lag behind changes 
in employment. 
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SOUTHERN CALIFORNIA: HOUSING PRICE CHANGES AND EMPLOYMENT

Price Ch. Employment

Empire Economics

Prior�Correction Prior�Expansion
Slowdown Correction

Current��Overall��Average

Stabilize/
Recover

 
 

Prior Correction: 1
st
-1989 to 1

st
-1997   

Declines in Employment Lead to Decreases in Prices: As employment losses occurred, housing prices 
declined; price declines continued even though employment started to increase moderately. During this 
cycle, employment losses were the key driving force underlying price changes, while changes in mortgage 
rates were secondary. 

 

Prior Expansion: 2
nd

-1997 to 3
rd

-2004  

Increases in Housing Prices while Employment Declines:  As employment initially increased, so did   
housing prices rise as well. However, although employment then fell, housing prices continued to rise, due 
to favorable financial rates and creative mortgage structures. 

 

Recent Slowdown:  4
th

-2004 to 4
th

-2006 

Employment Continues to Increase But Housing Prices Moderate: Although employment continued to 
rise, the rate of changes for housing prices moderated from their peak rates of change in 2005. This reflects 
the significant role of creative financing structures, which resulted in the rate of housing price appreciation 
moderating. So, during this cycle, creative financing structures were the primary driving force, while 
employment changes were secondary.   

 

Forecast – Market Correction:  2007 to 2009 

Employment Growth Stabilizes/Declines As Housing Prices Decrease: Given historical patterns along 
with Empire’s Designated Economic and Real Estate Forecasting Scenario,  the overall economy had    
substantial employment losses during 2008 and  such losses are expected to continue during most of 2009. 
But the economy is expected to recover during the latter part of 2009  due to the stimulus  policies of the 
Federal Reserve Board and also the Treasury Department. 

  

Forecast – Market Stabilizes/Recovers 2010 to 2012+ 

Housing Prices Start to Increase as Employment Growth Rises: Given historical patterns, along with 
Empire’s Designated Economic and Real Estate Forecasting Scenario, the increase in employment growth, 
as the economy expands, will benefit housing price increases, starting in 2011 and continuing in 2012. 
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F. Relationship of Changes in Housing Prices to Mortgage Loan Interest Rates  

 
The statistical analysis between the changes in housing prices and the changes in mortgage loan interest rates 
revealed that lower mortgage rates generally cause housing prices to rise and vice versa.   
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SOUTHERN CALIFORNIA: HOUSING PRICE CHANGES AND MORTGAGE RATES

Price Ch. Fixed Rate

Empire Economics

Prior�Correction Prior�Expansion
Slowdown Correction

Current��Overall��Average

Stabilize/
Recover

 
 

Prior Correction: 1
st
-1989 to 1

st
-1997   

Declines in Mortgage Rates and Decreases in Prices: Despite significant declines in mortgage rates,   
housing prices declined; this can be explained by the mortgage rate declines occurring as a result of weak 
economic conditions, such as significant employment losses.  

 

Prior Expansion: 2
nd

-1997 to 3
rd

-2004  

Further Declines in Mortgage Rates and Increases in Housing Prices:  As mortgage rates continued to 
decline through Spring 2004, then housing prices increased as well.  

 

Recent Slowdown:  4
th

-2004 to 4
th

-2006 

Mortgage Rates Stabilize and Housing Prices Moderate: Although mortgage rates stabilized in Spring 
2004 and thereafter, housing prices continued to rise, due to the use of creative financing structures, which 
were the key driving force in this portion of the housing market cycle. 

 

Forecast – Market Correction:  2007 to 2009 

Mortgage Rates Stabilize/Decline As Employment Declines: Given historical patterns along with 
Empire’s Designated Economic and Real Estate Forecasting Scenario, mortgage rates are expected to be 
generally favorable, and this, in turn, will provide support to the adjustments that are occurring in the 
housing market.  

 

Forecast – Market Stabilizes/Recovers 2010 to 2012+ 

Mortgage Rates Rise Slightly as Employment Growth Rises: Given historical patterns, along with 
Empire’s Designated Economic and Real Estate Forecasting Scenario, the somewhat though not 
significantly higher  mortgage rates will be offset by an expanding economy which will benefit housing 
price increases, starting in 2011 and continuing in 2012. 
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SECTION V: 

ESTIMATED ABSORPTION SCHEDULES FOR THE PROJECTS IN 

CFD NO. 2006-1 IA 3 (WEST HILLS) 
 
 
The  purpose of  this section  is to estimate the  absorption schedules for  the projects in CFD No. 
2006-1 IA 3 (West Hills), based upon a consideration of the recent/expected market demand/supply 
conditions along with the expected market-entry of the projects; additionally, the mortgage loan 
characteristics of the homeowners are discussed as well. 

 

 

 Estimated Absorption Schedules for CFD No. 2006-1 IA 3 

 

Empire Economics has estimated the expected absorption schedules for the homes in CFD No. 2006-1 
IA 3, through  a comprehensive analysis of the following factors: 
 
� The anticipated development schedule for the projects are as follows: one is currently active, 

the next two are not expected to commence escrow closings until 2010, and the remaining  
project is not expected to commence escrow closings until 2011. 

 
� The competitive market analysis focused upon the currently active comparable projects in the 

Santa Clarita Market Area that offer single-family detached housing products. 
 
� The market demand for detached homes in the CFD Market Area is based upon recent/expected 

economic and real estate factors, including consideration of a market correction that will  result 
in slower sales rates during the next several years. 
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Occupied;   
December 31, 2008

2009 2010 2011 2012

CE 4-5: Castillo 84 45 13 0 0

CE 2-3: Mosaic 0 0 28 40 43

CE1B: Arte 0 0 34 45 0

CE1A: Patina 0 0 0 35 32
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CFD NO.2006-1 IA 3: WEST HILLS
ESTIMATED ABSORPTION SCHEDULE

 
 
Therefore, the 399 single-family detached homes in CFD No. 2006-1 IA 3 are expected to be absorbed 
(escrows closed) as follows: 

 

� December 31, 2008:  There have been 84 homes absorbed, occupied by homeowners, as of 
December 31, 2008. This represents an increase of 18 homes since May 2008, when there were 
66 homeowners. 
 

� 2009:  45 homes in Castillo, as the market continues its adjustment process. 
 

� 2010:  75 homes, as the real estate market stabilizes, and two more projects, Arte and Mosaic, 
enter the marketplace. 
 

� 2011:  120 homes, as the market starts to recover, and the final project, Patina, enters the 
marketplace. 
 

� 2012: the remaining 75 homes as the remaining projects are closed-out. 

 

The estimated absorption schedules for the residential projects in CFD No. 2006-1 IA 3 are subject to 
change due to potential shifts in economic/real estate market conditions and/or the development 
strategy by the developer/builder,  Newhall Land and Farming Company / Lennar Homes.  
 
Finally, the estimated absorption schedules, which represent escrow closings to homeowners, are 
subject to the Assumptions and Qualifications set-forth in the next section. 
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ESTIMATED ABSORPTION SCHEDULES

CFD NO. 2006-1  IMPROVEMENT AREA NO. 3
 

Projects / Planning Areas Totals - Residential

Planning Areas CE1A CE1B CE 2-3 CE 4-5 Annually Cumulative

Projects > Patina Arte Mosaic Castillo

Status of Models 2 Models Built Future 2 Models Built Completed

Not Selling Not Selling Open - Active

in IA No. 3

Housing Units - Marketing Status

Totals 67 79 111 142 399 100.0%

Share 16.8% 19.8% 27.8% 35.6% 100.0%

Marketing Status:

     Occupied; Dec. 31, 2008 0 0 0 84 84

     Future Occupancies; Jan. 1,  2009+ 67 79 111 58 315

Number of Homes

     Plan # 1 32 40 28 28

     Plan # 2 35 39 26 30

     Plan # 3 27 44

     Plan # 4 28 36

     Plan # 5-Other 2 4

       Totals 67 79 111 142 399

 

Living Areas

     Plan # 1 2,756 2,250 3,396 2,067

     Plan # 2 3,060 2,550 3,512 2,236

     Plan # 3 3,396 2,067

     Plan # 4 3,512 2,236

     Plan # 5-Other 2,067 2,756

       Averages 2,915 2,398 3,428 2,165 2,689

Estimated Base Prices - Builder  - Current -  - June 2008 -  - June 2008 -  - Current -

     Plan # 1 $599,000 $590,000 $775,000 $530,000

     Plan # 2 $629,000 $625,000 $800,000 $560,000

     Plan # 3 $775,000 $530,000

     Plan # 4 $800,000 $560,000

     Plan # 5-Other $585,000 $650,000

       Averages $614,672 $607,278 $783,739 $547,324 $636,273

Incentives $30,000 $0 $0 $30,000

Value Ratios; Base Prices $211 $253 $229 $253 $237

Special Taxes $5,300 $4,700 $5,500 $4,400

 

Planning Areas CE1A: Patina CE1B: Arte CE 2-3: Mosaic CE 4-5: Castillo Annually Cumulative

Commence Escrow Closings  Estimated 2011 Estimated 2010 Estimated 2010 . May 2007

Absorption:  

(Escrow Closings)

2009 0 0 0 45 45 45

2010 0 34 28 13 75 120

2011 35 45 40 0 120 240

2012 32 0 43 0 75 315

  

Totals 67 79 111 58 315  
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Mortgage Loan Characteristics for the Households in CFD No. 2006-1 IA 3 
(This section has NOT been updated from the original Market Study dated June 2008) 

 

Lennar Homes provided Empire Economics with information on the mortgage loan characteristics for 
24 of the recent purchasers of homes in CFD No. 2006-1 IA 3; accordingly, these are now discussed. 

 
With regards to the sales prices and mortgage loan amounts, the prices amount to some $551,408 while 
the mortgage loans amount to some $455,779; the sales prices and mortgage loans by various Loan to 
Value (LTV) cohorts are as follows: 
 

100% 90%-99% 80%-89% Below 80% Overall

Sales Price $0 $555,700 $542,800 $555,732 $551,408

Mortgage Amount $0 $507,649 $447,525 $380,333 $455,779
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CFD NO. 2006-1 IA NO. 3    RECENT ESCROW CLOSINGS 
SALES PRICES AND MORTGAGE LOAN AMOUNTS

 
 
With respect to the mortgage loan to value ratios (LTV), the overall average is 83%, and their  
distribution by the various cohorts is  as follows: 
� 100% LTV:   none of the homeowners 
� 90%-99%:    10 of the homeowners, 41.7%. 
� 80%-89%:      8 of the homeowners, 33.3%. 
� Below 80%:   6 of the homeowners, 25.0%. 
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So, 10 of the 24 homeowners, about 42% have relatively high LTV, 90%+, while 25% of the 
homeowners are Below 80%. 
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With respect to the interest rates on the mortgage loans, the overall average amounts to 5.6%, and the 
rates for homeowners in the various LTV cohorts are as follows: 
 
� 100% LTV:   N/A 
� 90%-99%:     5.8% interest rate. 
� 80%-89%:     5.6%. 
� Below 80%:  5.3%. 
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So, as the LTV declines (higher down payments), the interest rate on the mortgage loan decreases, 
from a high of 5.8% for the 90% LTV to a low of 5.3% for the Below 80% LTV. 
 
 
Furthermore, since the majority of these loans were originated since the credit markets commenced 
their adjustments in Summer  2007 (22 of the 24 homes), and because these market adjustments 
resulted in many lenders adopting more conservative underwriting criteria, these homeowners have 
utilized more traditional/conventional mortgage loan structures: 
 

� With regards to the loans being fixed-rate versus variable-rate structures, 21 of the 24 are fixed 
rate loans. 
 

� With respect to the loans being amortized versus interest only, 20 of the 24 loans are amortized. 
 

� With regards to the loans having some type of low introductory rate for the first year, none of 
the loans have a teaser rate. 

 

So, for the 24 loans  for which data are available, the majority of their  mortgage loans reflect 
“traditional/conventional” structures as compared to “aggressive” structures; this is reflected by them 
having fixed interest rates, being amortized and not having teaser rates.  
 



54 

 

 

SECTION VI:  ASSUMPTIONS AND LIMITING CONDITIONS 

 
 

The  Market Absorption  Study  is based  upon  various  assumptions  and  limiting conditions; accordingly, these are 
as follows: 

 

Property Boundaries 
No  survey or  engineering analysis  of CFD No. 2006-1 IA 3  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. 
 

Maps and Exhibits 
Maps 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. 
 

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. 
2006-1 IA 3 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.                              

 

Earthquakes and Seismic Hazards 

The property which  is the subject 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.  
 

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. 

 

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. 
 

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 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.    
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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. 
 

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. 

 

Environmental and Other Regulations 
The property  is evaluated assuming  it to  be in full  compliance with all applicable  federal, state and local  
environmental regulations and laws, unless otherwise stated, and that there are no lawsuits that may adversely impact 
the rate of development. 

 

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.                         
 

 Designated Economic Scenario 
The  Market  Absorption  Study  focuses upon  the  expected  absorption schedule for the  products in CFD No. 2006-
1 IA 3 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. 2006-1 IA 3 rather than a "literal" 
representation of what is  expected to occur on a year/year basis during the foreseeable future. 
 

 Provision of the Infrastructure 

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  products/projects in CFD No. 2006-1 IA 3 
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 products/projects could be adversely impacted.          

 

Developer/Builder Responsiveness to Market Conditions 
The Market Absorption Study assumes  that the developer/builder in CFD No. 2006-1 IA 3 responds  to  the  market 
conditions  with  products  that  are competitively priced  and have the features/amenities  that are desired by the 
purchasers.   Specifically,  most of the homes  in CFD No. 2006-1 IA 3 have not yet entered the marketplace, and so 
the specific characteristics of their product types cannot be identified until they actually offer products on the 
marketplace. Consequently, to the extent that future products/projects have prices/features  that differ from the 
competitive market  standards, then their absorption schedule would  need  to be  modified  from  those  presented 
according  to  the designated economic scenario. 
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 Financial Strength of the Projects’ Developer/Builder 
The Market Absorption Study  assumes that the developer/builder in  CFD No. 2006-1 IA 3 (and  also   their  lenders)  
have  sufficient  financial strength  to adequately  fund  their projects,  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. 

 

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. 

 

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. 
                 

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. 
 

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. 

 

Timeliness of the Market Absorption Study 
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 products/projects  in CFD No. 2006-1 
IA 3.  Nevertheless, the Study should be dated within six-months of the Bond Sale, or even sooner, should these 
land-use and/or economic market as well as real estate conditions change significantly. 
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APPENDIX E 

 

 

SUMMARY OF CERTAIN PROVISIONS OF THE FISCAL AGENT AGREEMENT 

 

 

COMMUNITY FACILITIES DISTRICT NO. 2006-1 

OF THE SAUGUS UNION SCHOOL DISTRICT 

(IMPROVEMENT AREA NO. 3) 

2009 SPECIAL TAX BONDS 

 

 
 
 The following is a brief summary of certain provisions of the Fiscal Agent Agreement 

relative to the above-referenced 2009 Special Tax Bonds.  This summary is not intended to be 

definitive and is qualified in its entirety by reference to such Fiscal Agent Agreement for the 

complete terms of the Fiscal Agent Agreement.  Copies of the Fiscal Agent Agreement are 

available upon request from the Saugus Union School District. 

 
DEFINITIONS 

 
 The following are summaries of definitions of certain terms used in this Summary.  All 
capitalized terms not defined in the Fiscal Agent Agreement or elsewhere in the Official 
Statement have the meaning(s) set forth in the Fiscal Agent Agreement. 
 
 “Act” means the Mello-Roos Community Facilities Act of 1982, as amended, being 
Section 53311, et seq., of the Government Code of the State and any successor provisions 
thereto. 
 
 “Additional Bonds” means all bonds, notes or similar evidences of indebtedness 
hereafter issued, payable out of the Net Taxes and which, as provided for in the Fiscal Agent 
Agreement, rank on a parity with the 2009 Bonds, except for bonds issued to refund the 2009 
Bonds or refund any other bonds of Improvement Area No. 3. 
 
 “Administrative Expense Fund” means the fund of that name established under, and 
held by the Fiscal Agent pursuant to, the Fiscal Agent Agreement. 
 
 “Administrative Expense Requirement” means the amount of $30,000, as further set 
forth in, and subject to the provisions and limitations of the Fiscal Agent Agreement. 
 
 “Administrative Expenses” means the administrative costs with respect to the 
calculation and collection of the Special Taxes and any other costs related to the Bonds, 
including the fees and expenses of the Fiscal Agent and any persons, parties, consultants or 
attorneys employed pursuant to the Fiscal Agent Agreement, costs and legal expenses of 
foreclosure actions undertaken pursuant to the terms of the Fiscal Agent Agreement to the extent 
not recovered pursuant to statutory authorization, costs otherwise incurred by the District in 
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order to carry out the authorized purposes of the Bonds, including statutory disclosure and 
reporting requirements for the District, overseeing the Master Developer’s and the Developer’s 
continuing disclosure obligations and reporting requirements, rebate compliance and 
“Administrative Expenses” as defined in the Rate and Method. 
 
 “Annual Debt Service” means, with respect to the Outstanding Bonds, for each Bond 
Year, the sum of (a) the interest payable on such Bonds in such Bond Year, assuming the Bonds 
are retired as scheduled, and (b) the principal amount of the Outstanding Bonds scheduled to be 
paid in such Bond Year. 
 
 “Authorized Investments” means, subject to the Fiscal Agent Agreement, any of the 
following investments, if and to the extent the same are at the time legal for investment of the 
School District’s funds: 
 
  (a) United States Treasury notes, bonds, bills, or certificates of indebtedness, 
or those for which the faith and credit of the United States are pledged for the payment of 
principal and interest, and which have a maximum term to maturity not to exceed three years. 
 
  (b) Obligations of any of the following federal agencies which obligations 
represent the full faith and credit of the United States of America, and which have a maximum 
term to maturity not to exceed three years, including: 
 

   -- Export-Import Bank 

   �� Farm Credit System Financial Assistance Corporation 

 �� Rural Economic Community Development Administration 

(formerly the Farmers Home Administration) 

   �� General Services Administration 

   �� U.S. Maritime Administration 

   �� Small Business Administration 

   �� Government National Mortgage Association (GNMA) 

   �� U.S. Department of Housing & Urban Development (PHA’s) 

   �� Federal Housing Administration 

   �� Federal Financing Bank. 

 
  (c) Direct obligations of any of the following federal agencies which 
obligations are not fully guaranteed by the full faith and credit of the United States of America, 
and which have a maximum term to maturity not to exceed three years: 
 

�� Senior debt obligations rated “Aaa” by Moody’s and “AAA” by 

Standard & Poor’s issued by the Federal National Mortgage 
Association (FNMA) or Federal Home Loan Mortgage 
Corporation (FHLMC) 

   �� Obligations of the Resolution Funding Corporation (REFCORP) 

   �� Senior debt obligations of the Federal Home Loan Bank System. 
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  (d) Registered state warrants or treasury notes or bonds of the State, including 
bonds payable solely out of the revenues from a revenue-producing property owned, controlled, 
or operated by the State or by a department, board, agency, or authority of the State, which are 
rated in one of the two highest short-term or long-term rating categories by Moody’s or Standard 
& Poor’s. 
 
  (e) Registered bonds, notes, warrants or other evidences of indebtedness of 
any local agency of the State, including bonds payable solely out of revenues from a revenue-
producing property owned, controlled, or operated by the local agency, where the interest on 
such local agency obligation is exempt from federal and State income taxes and which are rated 
in one of the two highest short-term or long-term rating categories by Moody’s or Standard & 
Poor’s. 
 
  (f) Deposit accounts, time certificates of deposit or negotiable certificates of 
deposit issued by a state or nationally chartered bank or trust company, which may include the 
Fiscal Agent or its affiliates, or a state or federal savings and loan association; provided, that the 
certificates of deposit shall be one or more of the following: 
 
 (1) Continuously and fully insured by the Federal Deposit Insurance 

Corporation. 
 
 (2) Continuously and fully secured by securities described in clause (a) 

or (b) above which shall have a market value, as determined on a 
marked-to-market basis calculated at least weekly, and exclusive of 
accrued interest, or not less than 102% of the principal amount of 
the certificates of deposit. 

 
  (g) Commercial paper of “prime” quality of the highest ranking or of the 
highest letter and numerical rating as provided by Moody’s and Standard & Poor’s, which 
commercial paper is limited to issuing corporations that are organized and operating within the 
United States of America and that have total assets in excess of $500,000,000 and that have an 
“A” or higher rating for the issuer’s debentures, other than commercial paper, by Moody’s and 
Standard & Poor’s, provided that purchases of eligible commercial paper may not exceed 180 
days’ maturity nor represent more than 10% of the outstanding commercial paper of an issuing 
corporation.  Purchases of commercial paper may not exceed 20% of the invested proceeds of the 
Bonds. 
 
  (h) A repurchase agreement with a state or nationally chartered bank or trust 
company or a national banking association or government bond dealer reporting to, trading with, 
and recognized as a primary dealer by the Federal Reserve Bank of New York the long-term debt 
of which is rated at least “AA” by Standard & Poor’s or “Aa2” by Moody’s, provided that all of 
the following conditions are satisfied: 
 
 (1) (A) the agreement is secured by any one or more of the 

securities described in clause (a) above of this definition of 
Authorized Investments (“Underlying Securities”); 
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  (B) the Underlying Securities are required by the repurchase 

agreement to be held by a bank, trust company, or primary 
dealer having a combined capital and surplus of at least 
$100,000,000 and which is independent of the issuer of the 
repurchase agreement (“Holder of Collateral”) and the 
Underlying Securities have been transferred to the Holder 
of Collateral in accordance with applicable state and federal 
laws (other than by means of entries on the transferor’s 
books); and 

 
  (C) the Underlying Securities are maintained at a market value, 

as determined on a marked-to-market basis calculated at 
least weekly, of not less than 103% of the amount so 
invested and at such levels and additional conditions not 
otherwise in conflict with the terms above as would be 
acceptable to Standard & Poor’s or Moody’s so as to 
maintain, respectively, an “AA” or “Aa2” rating in an “AA” 
or “Aa2” rated structured financing (with a market value 
approach). 

 
 (2) The repurchase agreement shall provide that if during its term the 

provider’s rating by Moody’s and Standard & Poor’s is withdrawn 
or suspended or falls below “AA-” by Standard & Poor’s or “Aa3” 
by Moody’s, as appropriate, the provider must within 10 days of 
receipt of direction from the District, repurchase all collateral and 
terminate the agreement, with no penalty or premium to the 
District or Fiscal Agent. 

 
  (i) Any investment agreement or guaranteed investment contract with, or 
guaranteed by, a financial institution, the long-term unsecured obligations of which are rated 
“AA” or “Aa2” or better by Standard & Poor’s or Moody’s, respectively, at the time of initial 
investment (“Provider”).  The investment agreement shall be subject to a downgrade provision 
with at least the following requirements: 
 
 (1) Within five Business Days after the Provider’s long-term 

unsecured credit rating has been reduced below “AA-” by Standard 
& Poor’s or below “Aa3” by Moody’s (these events are called 
“Rating Downgrades”), the Provider shall give notice to the Fiscal 
Agent and the District and, within the five-day period, and for as 
long as the Rating Downgrade is in effect, shall deliver or transfer 
in the name of the District to the Fiscal Agent or a third party 
acceptable to the District acting solely as agent therefore (Holder 
of Collateral) (other than by means of entries on the Provider’s 
books) federal securities allowed as investments under clause (a) 
above with aggregate current market value equal to at least 105% 
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of the principal amount of the investment agreement invested with 
the Provider at that time, and shall deliver additional such federal 
securities as needed to maintain an aggregate current market value 
equal to at least 105% of the principal amount of the investment 
agreement within three days after each evaluation date, which shall 
be at least weekly. 

 
 (2) If the Provider’s long-term unsecured credit rating is withdrawn, 

suspended, other than because of general withdrawal or suspension 
by Moody’s or Standard & Poor’s from the practice of rating that 
debt, or reduced below “A3” by Moody’s or below “A-” by 
Standard & Poor’s, the Provider shall give notice of the downgrade 
to the District and the Fiscal Agent and the District shall direct the 
Fiscal Agent to, upon five Business Days’ written notice to the 
Provider, withdraw the investment agreement, with accrued but 
unpaid interest thereon to the date of withdrawal, and terminate 
such agreement.  

 
  (j) A taxable or tax exempt government money market portfolio mutual fund 
restricted to obligations with either maturities of one year or less or a dollar weighted average 
maturity of 120 days or less, and either issued, guaranteed or collateralized as to payment of 
principal and interest by the full faith and credit of the United States of America or rated in one 
of the three highest categories by Moody’s or Standard & Poor’s.  Such money market funds 
may include funds for which the Fiscal Agent, its affiliates or subsidiaries provide investment 
advisory or other management services. 
 
  (k) The Local Agency Investment Fund referred to in Section 16429.1 of the 
Government Code of the State to the extent the Fiscal Agent may deposit and withdraw funds 
directly. 
 
 “Authorized Representative(s)” or “District Representative(s)” means an officer of 
the School District authorized to provide written directives on behalf of the District, which shall 
include the School District’s Superintendent, Assistant Superintendent, Business Services and 
such other persons as shall be designated in writing by the Superintendent or the Assistant 
Superintendent, Business Services. 
 
 “Board” or “Board of Trustees” means the Board of Trustees of the Saugus Union 
School District. 
 
 “Bond Counsel” means a firm of nationally recognized bond attorneys, initially Bowie, 
Arneson, Wiles & Giannone. 
 
 “Bond Fund” means the fund of that name established under, and held by the Fiscal 
Agent pursuant to, the Fiscal Agent Agreement.  
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 “Bond Register” means the books which the Fiscal Agent shall keep or cause to be kept 
on which the registration and transfer of the Bonds shall be recorded. 
 
 “Bond Year” means each twelve month period extending from September 2 in one 
calendar year to September 1 of the succeeding calendar year, except in the case of the initial 
Bond Year which shall be the period from the Delivery Date to September 1, 2009, both dates 
inclusive. 
 
 “Bondowner(s)” or “Owner(s)” means the person or persons in whose name or names 
any Bond is registered. 
 
 “Bonds” means the 2009 Bonds and any Additional Bonds. 
 
 “Business Day” means a day which is not a Saturday or a Sunday or a day on which 
banks in Los Angeles, California and New York, New York are not required or permitted to be 
closed. 
 
 “Capitalized Interest Subaccount” means that subaccount of the Interest Account of 
the Bond Fund established under, and held by the Fiscal Agent pursuant to, the Fiscal Agent 
Agreement. 
 

“Capitalized Interest Subaccount No. 2” means that subaccount of the Interest Account 
of the Bond Fund established under, and held by the Fiscal Agent pursuant to, the Fiscal Agent 
Agreement. 
 

 “Cash Deposit(s)” means a cash deposit(s) provided by the Master Developer or the 
Developer or any successors pursuant to the Fiscal Agent Agreement. 
 
 “CFD Funding Agreement” means, that certain “Agreement for Formation of, and 
Funding by, Mello-Roos Community Facilities District and for Conveyance of School Site” 
entered into by and between the School District and the Master Developer, dated February 20, 
2007, as amended by the First, Second, and Third Amendments thereto, and as may be further 
amended. 
 
 “Code” means the Internal Revenue Code of 1986, as amended, and any successor 
provisions thereto. 
 
 “Completion Date” means the date on which the Project, or portion thereof, is 
completed and all Project Costs have been paid as evidenced by a certificate to that effect 
delivered to the Fiscal Agent by the District. 
 
 “Construction Fund” means the fund of that name established under, and held by the 
Fiscal Agent pursuant to, the Fiscal Agent Agreement. 
 
 “Costs of Issuance” means items of expense payable or reimbursable directly or 
indirectly by the District or School District and related to the authorization, sale and issuance of 
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the Bonds, which items of expense shall include, but not be limited to, printing costs, cost of 
reproducing and binding documents, closing costs, appraisal costs, filing and recording fees, fees 
and expenses of counsel to the District or School District, initial fees and expenses of the Fiscal 
Agent, including its first annual administration fee and fees of its counsel, expenses incurred by 
the District and the School District in connection with the issuance of the Bonds and the 
establishment of the District, legal fees and charges, including Bond Counsel, special tax 
consultant’s fees, appraiser’s fees, market absorption consultant’s fees, financial consultants’ 
fees, charges for execution, transportation and safekeeping of the Bonds and other costs, charges 
and fees in connection with the foregoing, including any funds advanced by the Original 
Developer for the foregoing items of expense. 
 
 “Costs of Issuance Account” means the account of that name within the Construction 
Fund established under, and held by the Fiscal Agent pursuant to, the Fiscal Agent Agreement. 
 
 “Dated Date” or “Delivery Date” means the date the 2009 Bonds are delivered, and 
with respect to Additional Bonds, the date such Additional Bonds are delivered. 
 
 “Depository” means any depository which holds Bonds pursuant to the terms of the 
Fiscal Agent Agreement, initially, with respect to the Bonds, being DTC. 
 
 “Developed Property” shall have the same meaning set forth in the Rate and Method. 
 
 “Developer” means Lennar Homes of California, Inc., a California corporation, and its 
successors to the Undeveloped Property or the Developed Property, or otherwise, and its assigns, 
excluding individual homeowners of residential assessor parcels within IA No. 3 with record 
title. 
 
 “Dissemination Agent” means Dolinka Group, LLC, or any successor dissemination 
agent appointed by the District pursuant to the District Continuing Disclosure Certificate. 
 
 “District” means Community Facilities District No. 2006-1 of the Saugus Union School 
District. 
 
 “District Continuing Disclosure Certificate” shall mean that certain Community 
Facilities District Continuing Disclosure Certificate provided by the School District on behalf of 
the District, dated the Delivery Date, as originally executed and as it may be amended from time 
to time in accordance with the terms thereof, with respect to the 2009 Bonds and any Additional 
Bonds. 
 
 “DTC” means The Depository Trust Company, Southern Business Center, 18301 
Bermuda Green Drive, Tampa, FL 33647, Attn: Call Notification Department, Fax: (212) 855-
7232. 
 
 “Excess Investment Earnings” shall mean an amount equal to the sum of: 
 
 (i) the excess of 
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   (A) the aggregate amount earned from the Delivery Date on all Nonpurpose 

Investments in which Gross Proceeds are invested (other than amounts attributable to an 
excess described in this subparagraph (i)), over 

 
   (B) the amount that would have been earned if the yield on such Nonpurpose 

Investments (other than amounts attributable to an excess described in this subparagraph 
(i)) had been equal to the Yield on the Bonds,  

 
 plus 
 
 (ii) any income attributable to the excess described in subparagraph (i). 
 
 In determining the amount of Excess Investment Earnings, there shall be excluded any 
amount earned on any fund or account which is used primarily to achieve a proper matching of 
revenues and annual debt service on the Bonds during each Bond Year and which is depleted at 
least once a year except for a reasonable carryover amount not in excess of the greater of one 
year’s earnings on such fund or account or one-twelfth (1/12) of Annual Debt Service on the 
Bonds, as well as amounts earned on said earnings.  The District intends that the Bond Fund, 
including the Principal Account and the Interest Account established therein, the Special Tax 
Fund and the Redemption Fund will be the type of funds described in the preceding sentence.  
The Fiscal Agent shall have no responsibility to determine Excess Investment Earnings and may 
rely on the calculations provided by the District or any arbitrage consultant retained by the 
District. 
 
 “Federal Securities” means any of the following which are non-callable and which at 
the time of investment are legal investments under the laws of the State for funds held by the 
Fiscal Agent: 
 
  (i) direct general obligations of the United States of America (including 

obligations issued or held in book entry form on the books of the United States 
Department of the Treasury) and obligations, the payment of principal of and interest on 
which are directly or indirectly guaranteed by the United States of America, including, 
without limitation, such of the foregoing which are commonly referred to as “stripped” 
obligations and coupons; or 

 
  (ii) any of the following obligations of the following agencies of the United 

States of America:  (a) direct obligations of the Export-Import Bank, (b) certificates of 
beneficial ownership issued by the Farmers Home Administration, (c) participation 
certificates issued by the General Services Administration, (d) mortgage-backed bonds or 
pass-through obligations issued and guaranteed by the Government National Mortgage 
Association, (e) project notes issued by the United States Department of Housing and 
Urban Development, and (f) public housing notes and bonds guaranteed by the United 
States of America. 
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 “Fiscal Agent” means U.S. Bank National Association, a national banking association 
and its successors and assigns, or any and other fiscal agent which may be appointed pursuant to 
the Fiscal Agent Agreement. 
 
 “Fiscal Agent Agreement” means the Fiscal Agent Agreement as amended or 
supplemented pursuant to the terms thereof. 
 
 “Fiscal Year” means the period from July 1 to June 30 in any year. 
 
 “Fitch” means Fitch Ratings and any successors. 
 
 “Gross Proceeds” means any proceeds of the Bonds and any funds (other than proceeds 
of the Bonds) that are part of a reserve or replacement fund for the Bonds within the meaning of 
Section 1.148-1(b) of the Regulations. 
 
 “Gross Taxes” means the amount of all Special Taxes collected within Improvement 
Area No. 3 and proceeds from the sale of property collected pursuant to the foreclosure 
provisions of the Fiscal Agent Agreement for the delinquency of such Special Taxes. 
 
 “Improvement Area No. 3” or “IA No. 3” means Improvement Area No. 3 of 
Community Facilities District No. 2006-1 of the Saugus Union School District. 
 
 “Independent Financial Consultant” means a consultant or firm of such consultants 
generally recognized to be qualified in the field of implementation and administration of 
community facilities districts, or the financial consulting field, appointed and paid by the District 
or the School District and who, or each of whom: 
 
  (1) is independent of the District and the School District or any of the 

property owners within the District; 
 
  (2) does not have any substantial interest, direct or indirect, with the District, 

the School District, or any of the property owners within the District; and 
 
  (3) is not an officer or employee of the District or the School District or an 

owner, officer or employee of any of the property owners within the District, but who 
may be regularly retained to make annual or other reports to the District or the School 
District. 

 
 “Interest Account” means the account of that name established under, and held by the 
Fiscal Agent pursuant to, the Fiscal Agent Agreement. 
 
 “Interest Payment Date” means March 1 and September 1 of each year during which 
Bonds are Outstanding, commencing March 1, 2009. 
 
 “Legislative Body” means the Board of Trustees, acting as the Legislative Body of the 
District. 
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 “Letter(s) of Credit” means that certain irrevocable, standby letter(s) of credit issued or 
provided pursuant to the Fiscal Agent Agreement by a Letter of Credit Bank(s), or any 
reissuance or extension thereof, which Letter(s) of Credit shall be in the applicable Stated 
Amount and shall be for an initial term of no less than one year. 
 
 “Letter of Credit Bank(s)” means the issuer from time to time of a Letter(s) of Credit 
and the respective successors and assigns of the issuer thereof and any surviving, resulting or 
transferee banking association or corporation with which, or into which, it may be consolidated 
or merged or to which it may transfer all of its banking business, provided that such entity shall 
have a minimum rating, at all times during the term of the Letter(s) of Credit, of one of the 
following: (1) Moody’s long-term rating of “A2” and short-term rating of “P-1”; or, (2) S&P 
long-term rating of “A” and short-term rating of “A-1”; or, (3) Fitch long-term rating of “A+” 
and short-term rating of “F1”; with any of the foregoing ratings to be evidenced by proof 
provided by the Letter of Credit Bank(s) to the District and the Fiscal Agent in writing. 
 
 “Letter of Credit Fund” means the fund by that name established under, and held by the 
Fiscal Agent pursuant to, the Fiscal Agent Agreement. 
 
 “Mandatory Redemption Account” means the account of that name within the 
Redemption Fund established under, and held by the Fiscal Agent pursuant to, the Fiscal Agent 
Agreement. 
 
 “Mandatory Sinking Payments” means the amounts to be applied to the redemption of 
the 2009 Bonds in accordance with the schedule set forth in the Fiscal Agent Agreement and any 
subsequent schedule set forth in any Supplement. 
 
 “Master Developer” means MS Rialto West Hills CA, LLC, a Delaware limited liability 
company, and its successors and assigns, excluding the Developer and individual homeowners of 
residential assessor parcels within IA No. 3 with record title. 
 
 “Maximum Annual Debt Service” means the maximum sum obtained for any 
remaining Bond Year prior to the final maturity on the Bonds by totaling the following for each 
Bond Year: 
 
  (1) the principal amount of all Outstanding Bonds payable in such Bond Year 

whether at maturity or by redemption together with a premium thereon, if any premium is 
payable; and 

 
  (2) the interest payable on the aggregate principal amount of Bonds 

Outstanding in such Bond Year assuming the Bonds are retired as scheduled. 
 
 “Moody’s” means Moody’s Investors Services and its successors. 
 
 “Net Taxes” means the amount of all Gross Taxes minus an amount equal to the 
Administrative Expense Requirement, as further set forth in the Fiscal Agent Agreement. 
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 “Nominee” means the nominee of DTC, which may be DTC, as determined from time to 
time pursuant to the Fiscal Agent Agreement. 
 
 “Nonpurpose Investments” means any security, investment, obligation, annuity, 
investment-type property, specified private activity bond or any other type of investment 
property defined in Section 148 of the Code in which Gross Proceeds are invested (other than 
tax-exempt securities which are described in Section 103(a) of the Code) and which is not 
acquired to carry out the governmental purpose of the Bonds. 
 
 “Optional Redemption Account” means the account of that name within the 
Redemption Fund established under, and held by the Fiscal Agent pursuant to, the Fiscal Agent 
Agreement. 
 
 “Ordinance” means Ordinance No. 2007-1 adopted by the Legislative Body on March 6, 
2007. 
 
 “Original Developer” means Newhall Land and Farming Company (“NLF”), a 
California limited partnership. 
 
 “Outstanding” means all Bonds theretofore issued by the District, except: 
 
  (1) Bonds theretofore canceled by the Fiscal Agent or surrendered to the 

Fiscal Agent for cancellation; 
 
  (2) Bonds for the transfer or exchange of or in lieu of or in substitution for 

which other Bonds shall have been authenticated and delivered by the Fiscal Agent 
pursuant to the terms thereof; and 

 
  (3) Bonds paid and discharged pursuant to the Fiscal Agent Agreement. 
 
 “Participating Underwriter” shall have the meaning ascribed thereto in the District 
Continuing Disclosure Certificate. 
 
 “Planning Area” means as the context requires, one or more of Planning Area CE1A 
(Patina), Planning Area CE1B (Arte), Planning CE2/3 (Mosaic) and Planning Area CE4/5 
(Castillo), and with respect to the 2009 Bonds, Planning Area shall mean Planning Area CE4/5 
(Castillo). 
 
 “Prepaid Special Taxes” means all Special Taxes prepaid to the District pursuant to the 
Rate and Method during the term hereof, less related Administrative Expenses. 
 
 “Prepayment Account” means the account of that name within the Special Tax Fund 
established under, and held by the Fiscal Agent pursuant to, the Fiscal Agent Agreement. 
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 “Principal Account” means the account of that name within the Bond Fund established 
under, and held by the Fiscal Agent pursuant to, the Fiscal Agent Agreement. 
 
 “Principal Corporate Trust Office” means the corporate trust office of the Fiscal 
Agent, which, at the date of execution of the Fiscal Agent Agreement, is located at 633 W. Fifth 
Street, 24th Floor, Los Angeles, California 90071, or such other office(s) as the Fiscal Agent 
may designate from time to time. 
 
 “Project” means the “CFD Facilities,” or any portion thereof, as defined in the 
Formation Resolution and referred to in the Community Facilities District Report for the District 
dated February 20, 2007, which includes the School Facilities, the Hart Facilities and the 
Sanitation District Fees. 
 
 “Project Costs” means the costs of design, acquisition, construction and installation of 
the Project and all costs related thereto. Project Costs may include the payment, or prepayment, 
of lease payments or installment payments necessary for the acquisition of all or part of the 
Project. 
 
 “Purchase Price” for the purpose of computation of the Yield of the Bonds, has the 
same meaning as the term “issue price” in Sections 1273 (b) and 1274 of the Code, and, in 
general, means the initial offering price to the public (not including bond houses and brokers, or 
similar persons or organizations acting in the capacity of underwriters or wholesalers) at which 
price a substantial amount of the Bonds are sold or, if the Bonds are privately placed, the price 
paid by the underwriter or the acquisition cost of the underwriter.  The term “Purchase Price,” for 
the purpose of computation of the Yield of Nonpurpose Investments, means the “fair market 
value” of the Nonpurpose Investments on the date of use of Gross Proceeds for acquisition 
thereof, or, if later, on the date that Investment Property (as defined in Section 148(b)(2) and (3) 
of the Code) constituting a Nonpurpose Investment becomes a Nonpurpose Investment of the 
Bonds, as the case may be. 
 
 “Rate and Method” means the Rate and Method of Apportionment for Improvement 
Area No. 3 of Community Facilities District No. 2006-1 of Saugus Union School District, as set 
forth in the Ordinance as such may be amended or interpreted from time to time. 
 
 “Rating Agencies” means S&P, Moody’s and Fitch. 
 
 “Rebate Fund” means the fund of that name established under, and held by the Fiscal 
Agent pursuant to, the Fiscal Agent Agreement. 
 
 “Record Date” means the 15th day of the calendar month preceding an Interest Payment 
Date whether or not such day is a Business Day. 
 
 “Redemption Fund” means the fund of that name established under, and held by the 
Fiscal Agent pursuant to, the Fiscal Agent Agreement. 
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 “Regulations” means any temporary, proposed or final regulations of the United States 
Department of Treasury with respect to obligations issued pursuant to Section 103 and Sections 
141 to 150 of the Code. 
 
 “Reserve Fund” means the fund of that name established under, and held by the Fiscal 
Agent pursuant to, the Fiscal Agent Agreement. 
 
 “Reserve Requirement” means with respect to the Bonds, an amount, as of any date of 
calculation, equal to the least of (i) 10% of the original principal amount of the Bonds, (ii) 
Maximum Annual Debt Service, or (iii) 125% of average Annual Debt Service on the Bonds. 
 
 “Resolution of Issuance” means Resolution No. 2008-42 of the School District, dated 
November 18, 2008, authorizing the issuance of the 2008 Bonds and approving the Fiscal Agent 
Agreement, as amended by Resolution No. 2008-52, dated December 16, 2008. 
 
 “Responsible Officer” of the Fiscal Agent means and includes the president, every 
senior vice president, every vice president, every assistant vice president, every trust officer or 
any other Authorized Representative of the Fiscal Agent at its Principal Corporate Trust Office. 
 
 “School District” means the Saugus Union School District. 
 
 “School Facilities” means the facilities of the School District authorized to be 
constructed, acquired and financed under the Formation Resolution and Bond Authorization 
Resolution. 
 
 “School Facilities Account” means the account of that name within the Construction 
Fund established under, and held by the Fiscal Agent pursuant to, the Fiscal Agent Agreement.  
 
 “Securities Depository(ies)” means initially DTC, and, in accordance with then-current 
guidelines of the Securities and Exchange Commission, such other securities depositories as the 
District may designate in a certificate delivered to the Fiscal Agent. 
 
 “Sinking Fund Redemption Account” means the account of that name within the 
Redemption Fund established under, and held by the Fiscal Agent pursuant to, the Fiscal Agent 
Agreement. 
 
 “Special Tax Fund” means the fund of that name established under, and held by the 
Fiscal Agent pursuant to, the Fiscal Agent Agreement. 
 
 “Special Taxes” means the special taxes levied by the Legislative Body in accordance 
with the Rate and Method within Improvement Area No. 3 pursuant to the Act, the Formation 
Resolution, the Election and the Ordinance. 
 
 “Standard & Poor’s” or “S&P” means Standard & Poor’s Ratings Group and its 
successors. 
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 “State” means the State of California. 
 
 “Stated Amount(s)” means, during the time that a Cash Deposit(s) or Letter(s) of Credit 
is required in accordance with the requirement set forth in the Fiscal Agent Agreement, the 
estimated annual amount of Special Taxes to be levied on property in Improvement Area No. 3 
(inclusive of the Administrative Expense Requirement, but exclusive of the 10% coverage 
amount related to debt service coverage) owned by each of the Master Developer and the 
Developer.  The initial Stated Amount for the Master Developer is $145,383.28, and the initial 
Stated Amount for the Developer is $49,926.11. 
 
 “Supplement” means any supplemental agreement amending or supplementing the 
Fiscal Agent Agreement. 
 
 “Surplus School Facilities Fund” means the fund of that name established under, and 
held by the Fiscal Agent pursuant to, the Fiscal Agent Agreement. 
 
 “Tax Certificate” means the certificate of that name to be executed by an Authorized 
Representative of the District on the Delivery Date to establish certain facts and expectations and 
which contains certain covenants relevant to compliance with the Code. 
 
 “Taxable Property” has the meaning set forth in the Rate and Method. 
 
 “2009 Bond” or “2009 Bonds” means the $5,560,000 Community Facilities District No. 
2006-1 of the Saugus Union School District (Improvement Area No. 3) 2009 Special Tax Bonds 
issued pursuant to the terms of the Fiscal Agent Agreement. 
 
 “Underwriter” means Stone & Youngberg LLC. 
 
 “Undeveloped Property” shall have the same meaning set forth in the Rate and Method. 
 
 “Yield” means that yield which, when used in computing the present worth of all 
payments of principal and interest (or other payments in the case of Nonpurpose Investments 
which require payments in a form not characterized as principal and interest) on a Nonpurpose 
Investment or on the Bonds produces an amount equal to the Purchase Price of such Nonpurpose 
Investment or the Bonds, as the case may be, all computed as prescribed in the applicable 
Regulations. 
 
ISSUANCE OF THE 2009 SPECIAL TAX BONDS 

 
 The 2009 Bonds are issued pursuant to the Act, the Resolution of Issuance (as defined in 
the Fiscal Agent Agreement) and the Fiscal Agent Agreement in the amounts and maturities set 
forth in the Fiscal Agent Agreement (See “INTRODUCTION-Authority for Issuance of the 2009 
Bonds” and “THE 2009 BONDS-Authority for Issuance”). 
 

Limited Obligation 
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 The Bonds shall be and are limited obligations of the District and shall be payable as to 
the principal thereof and interest thereon and any premiums upon the redemption thereof solely 
from the Net Taxes and amounts in certain funds and accounts created pursuant to the Fiscal 
Agent Agreement as specified therein.  The Net Taxes are hereby pledged for the payment of the 
Bonds pursuant to the terms of the Fiscal Agent Agreement. 
 
 The Bonds and interest thereon are not payable from the general fund of the District or 
the School District.  Except with respect to the Net Taxes, neither the credit nor the taxing power 
of the District or the School District is pledged for the payment of the Bonds or interest thereon, 
and no Owner of the Bonds may compel the exercise of the taxing power by the District or the 
School District or the forfeiture of any of their property.  The principal of and interest on the 
Bonds and premiums upon the redemption of any thereof are not a debt of the District (except to 
the limited extent set forth in the Fiscal Agent Agreement) or the School District, the State nor 
any of its political subdivisions within the meaning of any constitutional or statutory limitation or 
restriction.  The Bonds are not a legal or equitable pledge, charge, lien or encumbrance, upon any 
property or income, receipts or revenues of the District or the School District, except the Net 
Taxes which are, under the terms of the Fiscal Agent Agreement, pledged for the payment of the 
Bonds and interest thereon.  Neither the members of the Legislative Body nor the Board nor any 
persons executing the Bonds are liable personally for the Bonds by reason of their issuance. 
 
 Pursuant to the Act and the Fiscal Agent Agreement, the Bonds shall be equally payable 
from the Net Taxes without priority for number, date of the Bonds, date of sale, date of execution 
or date of delivery, and the payment of the interest on and principal of the Bonds and any 
premiums upon the redemption thereof shall be exclusively paid from the Net Taxes and 
amounts held in certain funds and accounts created under the Fiscal Agent Agreement as 
specified in the Fiscal Agent Agreement.  All of the Net Taxes are pledged for the payment of 
the Bonds, and such Net Taxes and any interest earned on the Net Taxes shall constitute a trust 
fund for the payment of the interest on and principal of the Bonds and so long as any of the 
Bonds or interest thereon are unpaid the Net Taxes and interest thereon shall not be used for any 
other purpose, except as permitted by the Fiscal Agent Agreement or any Supplement, and shall 
be held in trust for the benefit of the Bondowners and shall be applied pursuant to the Fiscal 
Agent Agreement, or any Supplement pursuant to provisions in the Fiscal Agent Agreement.  
Notwithstanding any provision contained in the Fiscal Agent Agreement to the contrary, Net 
Taxes deposited in the Administrative Expense Fund and the Rebate Fund shall no longer be 
considered to be pledged to the Bonds and the Administrative Expense Fund, the Construction 
Fund (and all accounts therein) and the Rebate Fund shall not be construed as trust funds held for 
the benefit of the Bondowners. 
 
 In the event that the Fiscal Agent lacks sufficient amounts to make timely payment of 
principal of and interest and premium upon redemption, if any, on the Bonds when due, such 
principal of and interest and premium on the Bonds shall be paid from available amounts held by 
the Fiscal Agent in the Special Tax Fund (and its accounts), Bond Fund (and its accounts) and, 
including for a limited time, monies available for transfer to the Bond Fund from the Letter of 
Credit Fund (up to the Stated Amount(s)), Reserve Fund (and its accounts), or Redemption Fund 
(and its accounts) under the terms of the Fiscal Agent Agreement (not including those amounts 
deposited in the Construction Fund (and its accounts), Administrative Expense Fund and the 



E - 16 

Rebate Fund (and any accounts of such funds)), including the default and remedies provisions of 
the Fiscal Agent Agreement, as may be applicable, in accordance with such terms without 
preference or priority of interest over principal or principal over interest, or of any installment of 
principal or interest over any other installment of principal or interest, ratably to the aggregate 
amount of such principal and interest. 
 
 Nothing in the Fiscal Agent Agreement or any Supplement shall preclude the redemption 
of any Bonds subject to call and redemption prior to maturity, and payment of the Bonds from 
proceeds of refunding bonds issued under the Act as the same now exists or is hereafter 
amended, or under any other law of the State (See “SECURITY FOR THE 2009 BONDS-
Limited Obligation”). 
 
Funds and Accounts 

 
 The Fiscal Agent Agreement specifies funds and accounts to be maintained by the Fiscal 
Agent, as follows: 
 
 Special Tax Fund - The Special Taxes and other amounts constituting Gross Taxes 
collected by the District at any time (exclusive of (i) Prepaid Special Taxes received which shall 
be deposited into the Prepayment Account of the Special Tax Fund, and (ii) Special Taxes 
relating to property with respect to which a draw has been made on the corresponding Letter(s) 
of Credit, or Cash Deposit(s), which shall be deposited into the Letter of Credit Fund to be used 
to reimburse the Letter of Credit Bank(s) and/or the Master Developer or the Developer, as the 
case may be), shall be transferred no later than 10 days after receipt thereof to the Fiscal Agent 
and shall be held in the Special Tax Fund (exclusive of the Administrative Expense 
Requirement) for the benefit of the Bondowners and shall, exclusive of the Prepaid Special 
Taxes held in the Prepayment Account, be transferred or applied to the funds and accounts in the 
priority set forth below and at the times and in the amounts and in accordance with the following 
and the terms of the Fiscal Agent Agreement: (a) to pay up to the Administrative Expense 
Requirement of $30,000 (paid through the Administrative Expense Fund), (b) interest on the 
Bonds (paid through the Interest Account of the Bond Fund), (c) principal payments due on the 
Bonds during the current Bond Year (payable from the Principal Account of the Bond Fund), (d) 
Mandatory Sinking Payments due on the Bonds during the current Bond Year (paid through the 
Sinking Fund Redemption Account of the Redemption Fund), and (e) if, necessary, provide 
funds to replenish the Reserve Fund to the Reserve Requirement. Provided all the amounts due in 
the current Bond Year are funded as described in (b)-(e) above, to the extent there are additional 
Administrative Expenses, to the Administrative Expense Fund in the amount specified in writing 
by the District required to bring the balance therein to the amount needed to pay such expenses.  
Any remaining Special Taxes and other amounts constituting Gross Taxes shall remain in the 
Special Tax Fund until the end of the Bond Year. Provided there are no Special Taxes levied or 
projected to be levied on Undeveloped Property, at the end of the Bond Year, any remaining 
funds in the Special Tax Fund which are not required to cure a delinquency in the payment of 
principal and interest on the Bonds (including payment of Mandatory Sinking  Payments due 
during the current Bond Year), to restore the Reserve Fund to the Reserve Requirement, or to 
pay current or pending Administrative Expenses as provided for in the Fiscal Agent Agreement, 
shall be deposited by the Fiscal Agent in the Surplus School Facilities Fund, free and clear of any 
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lien or pledge thereon, to be used in accordance with the Fiscal Agent Agreement. Any funds 
required to cure any delinquency shall be retained in the Special Tax Fund and expended or 
transferred at the earliest possible date. (See “SECURITY FOR THE 2009 BONDS-Special Tax 
Fund”). 
 
 Prepayment Account of the Special Tax Fund - Prepaid Special Taxes collected by the 
District (net of any costs of collection) shall be transferred, no later than 10 days after receipt 
thereof, to the Fiscal Agent and the District shall direct the Fiscal Agent to deposit the Prepaid 
Special Taxes in the Prepayment Account of the Special Tax Fund.  The Prepaid Special Taxes 
shall be held in the Prepayment Account for the benefit of the Bondowners and shall be 
transferred by the Fiscal Agent to the Mandatory Redemption Account of the Redemption Fund 
to call Bonds on the next date for which notice can be given in accordance with the special 
mandatory redemption provisions as set forth in the Fiscal Agent Agreement (See “SECURITY 
FOR THE 2009 BONDS-Prepayment Account of the Special Tax Fund”). 
 
 Administrative Expense Fund - Upon receipt of Gross Taxes and the written direction of 
the District, the Fiscal Agent shall transfer from the Special Tax Fund to the Administrative 
Expense Fund the amount that the District has determined, and of which the District has notified 
the Fiscal Agent in writing prior to such transfer date, will be necessary to bring the balance in 
the Administrative Expense Fund to equal the amount specified by the District as necessary to 
meet Administrative Expenses until the collection of Special Taxes in the next Fiscal Year, 
subject to the maximum limit of the Administrative Expense Requirement of $30,000 as set forth 
in the Fiscal Agent Agreement. 
 
 Bond Fund - The Bond Fund (in which there is established an Interest Account and a 
Principal Account) is used to disperse payments of principal and interest to the Bondowners on 
each respective Interest Payment Date.  Monies in the Interest Account, including the Capitalized 
Interest Subaccount therein, are allocated to the payment of interest due on each Interest 
Payment Date and monies in the Principal Account are allocated to the repayment of principal on 
the Bonds on the corresponding Interest Payment Date (See “SECURITY FOR THE 2009 
BONDS-Bond Fund”). 
 
 Reserve Fund - There shall be maintained in the Reserve Fund an amount equal to the 
Reserve Requirement.  Notwithstanding the foregoing, in the event of a redemption or partial 
defeasance of the Bonds, the Reserve Requirement shall thereafter be re-determined by the 
District and communicated to the Fiscal Agent in writing and any funds in excess of such re-
determined Reserve Requirement shall be utilized as set forth in the Fiscal Agent Agreement. 
 
 Monies in the Reserve Fund shall be used solely for the purpose of (i) making transfers to 
the Bond Fund or Redemption Fund to pay the principal of, including Mandatory Sinking 
Payments, and interest on Bonds when due to the extent that monies in the Interest Account and 
the Principal Account of the Bond Fund or monies in the Sinking Fund Redemption Account, 
including any funds drawn from the Letter of Credit Fund as provided in the Fiscal Agent 
Agreement, are insufficient therefor; (ii) making any required transfer to the Rebate Fund 
pursuant to the Fiscal Agent Agreement upon written direction from the District, (iii) making any 
transfers to the Bond Fund or Redemption Fund in connection with prepayments of the Special 
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Taxes; (iv) paying the principal and interest due on Bonds in the final Bond Year, and (v) 
application to the defeasance of Bonds in accordance with the Fiscal Agent Agreement.  If the 
amounts in the Interest Account or the Principal Account of the Bond Fund and the Sinking Fund 
Redemption Account of the Redemption Fund, including any funds drawn from the Letter of 
Credit Fund as provided in the Fiscal Agent Agreement, are insufficient to pay the principal of, 
including Mandatory Sinking Payments, or interest on the Bonds when due, the Fiscal Agent 
shall, one Business Day prior to an Interest Payment Date, withdraw from the Reserve Fund for 
deposit in the Interest Account and the Principal Account of the Bond Fund, or the Sinking Fund 
Redemption Account of the Redemption Fund, monies necessary for such purpose.  Following 
any transfer to the Interest Account or the Principal Account of the Bond Fund, or the Sinking 
Fund Redemption Account of the Redemption Fund, the Fiscal Agent shall notify the District of 
the amount needed to replenish the Reserve Fund to the Reserve Requirement and the District 
shall include such amount as is required at that time to correct such deficiency in the next Special 
Tax levy to the extent of the permitted maximum Special Tax rates. 
 
 Monies in the Reserve Fund in excess of the Reserve Requirement (exclusive of Excess 
Investment Earnings) shall be withdrawn on each March 1 and transferred to the Interest 
Account of the Bond Fund, and any remaining excess shall be transferred to the Principal 
Account of the Bond Fund, or to the Sinking Fund Redemption Account of the Redemption Fund 
to the extent required to make any principal payment or Mandatory Sinking Payments on the 
next following September 1.  The Fiscal Agent shall transfer Excess Investment Earnings from 
Reserve Fund earnings upon written direction of the District pursuant to the Fiscal Agent 
Agreement.  Monies in the Reserve Fund shall be invested in accordance with the Fiscal Agent 
Agreement. (See “SECURITY FOR THE 2009 BONDS-Reserve Fund”). 
 
 Redemption Fund - The Redemption Fund includes an Optional Redemption Account, 
Sinking Fund Redemption Account and Mandatory Redemption Account.  Each of the 
redemption accounts is used for the temporary retention of monies allocated to the redemption of 
Bonds corresponding to that account.  Monies in each such account shall be applied solely for 
such redemption purpose (See “THE 2009 BONDS-Redemption”). 
 
 Construction Fund - The Fiscal Agent Agreement establishes the Construction Fund, in 
which there is a School Facilities Account and a Costs of Issuance Account. 
 
 A portion of the proceeds of the Bonds shall be deposited in the School Facilities 
Account and the Costs of Issuance Account.  Monies deposited in the School Facilities Account 
shall be expended to pay for Project Costs for School Facilities, except as otherwise provided in 
the Fiscal Agent Agreement.  Monies deposited into the Costs of Issuance Account shall be 
disbursed from time to time to pay or reimburse Costs of Issuance. 
 
 Rebate Fund -  The Rebate Fund is established by the Fiscal Agent Agreement for the 
receipt and payment of arbitrage earnings to the United States government as required under the 
terms of the Fiscal Agent Agreement and the Tax Certificate. 
 
 Letter of Credit Fund – The Letter of Credit Fund is established as a separate fund to be 
held by the Fiscal Agent (See “SECURITY FOR THE 2009 BONDS-Letter of Credit Fund”). 
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 Section 3.11. Letter of Credit Fund. 
 
  (a)  Letter(s) of Credit; Cash Deposit(s); Purpose; Duration.  As a condition 
precedent to issuance of the 2008 Bonds and prior to the Delivery Date thereof, the District shall 
cause each of the Master Developer and the Developer to provide one or more Letter(s) of Credit 
or Cash Deposit(s), as applicable, in the corresponding Stated Amount, naming the Fiscal Agent 
as beneficiary.  The Fiscal Agent shall establish a separate account for (i) any Letter(s) of Credit 
or Cash Deposit(s) provided by the Master Developer and (ii) any Letter(s) of Credit or Cash 
Deposit(s) provided by the Developer. Any Letter(s) of Credit or Cash Deposit(s) provided by 
the Master Developer shall secure payment only of Special Taxes levied on property in IA No. 2 
secured by such Letter(s) of Credit or Cash Deposit(s) as determined by reference to Attachment 
1 hereto.  Any Letter(s) of Credit or Cash Deposit(s) provided by the Developer shall secure 
payment only of Special Taxes levied on the property in IA No. 2 secured by such Letter(s) of 
Credit or Cash Deposit(s), as determined by reference to Attachment 1 hereto. The initial 
Letter(s) of Credit or Cash Deposit(s) provided by the Master Developer secures the payment of 
Special Taxes levied on property in IA No. 2 described in Attachment 1 to this Fiscal Agent 
Agreement, and the initial Letter(s) of Credit or Cash Deposit(s) provided by the Developer 
secures the Special Taxes levied on property in IA No. 2 described in Attachment 1 to this Fiscal 
Agent Agreement.  Attachment 1 shall be amended or supplemented by the District as set forth 
in this Section 3.11.  Promptly following any such amendment or supplement to Attachment 1, 
the District shall transmit the revised Attachment 1 to the Master Developer and the Developer. 
 
 Notwithstanding anything in this Section 3.11 or elsewhere in this Fiscal Agent 
Agreement to the contrary, the following two conditions precedent (“Cash Deposit(s) 
Conditions”) apply to all instances where a Cash Deposit(s) will be provided by the Master 
Developer, the Developer, or by a “Land Purchaser”(as that term is defined in subsection (c) of 
this Section 3.11 hereafter), whether in partial or total satisfaction of the requirements under this 
Section 3.11, and whether for replacement of a prior Letter of Credit(s), except these two 
conditions do not apply with respect to the initial Cash Deposit provided by the Master 
Developer prior to the Delivery Date for the 2008 Bonds. The Cash Deposit(s) Conditions, which 
must both be satisfied before the Cash Deposit(s) will be deemed to be in compliance with the 
requirements of this Section 3.11, are: (i) the satisfaction of the requirements of this Section 3.11 
with a Cash Deposit(s) in lieu of a Letter(s) of Credit must receive the prior written approval of a 
District Representative, such approval to be at the sole discretion of the District; and (ii) the Cash 
Deposit(s) shall be deposited with the Fiscal Agent by the applicable owner of the property 
liened by the Special Taxes secured by the Cash Deposit(s) and on deposit for a period of not 
less than 91 days.  Other than the initial Cash Deposit provided by the Master Developer, the 
foregoing Cash Deposit Conditions apply in every instance where a Cash Deposit(s) is being 
made by the Master Developer, the Developer, or any Land Purchaser, whether such requirement 
is specifically stated in any of the references to “Cash Deposit(s)” in this Section 3.11, or not. 
 

A Letter(s) of Credit or Cash Deposit(s) shall be in effect until individual homeowners 
are record owners of 80% of the residential assessor parcels (“Parcels”) within the Planning 
Area. On or before each October 1, commencing October 1, 2009 (or, on a date at least 30 but 
not more than 45 days prior to the expiration of any existing Letter(s) of Credit), the District 
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shall determine the number of Parcels owned by individual homeowners in the Planning Area.  If 
fewer than 80% of the Parcels within the Planning Area are owned by individual homeowners, 
the District shall certify to the Fiscal Agent: (A) the number of such Parcels owned by individual 
homeowners within the Planning Area, and (B) the Stated Amount of the corresponding Letter(s) 
of Credit or Cash Deposit(s) required to be in effect for each of the Developer and the Master 
Developer, as applicable. 
 
 In the event fewer than 80% of the Parcels within the Planning Area are owned by 
individual homeowners with record title as of such October 1 (or as of a date at least 30 but not 
more than 45 days prior to the expiration of any existing Letter(s) of Credit), then the Master 
Developer and/or the Developer, as applicable, shall provide to the Fiscal Agent, no later than 
the following October 15 (or a date 15 days prior to the expiration date of any existing Letter(s) 
of Credit), (i) an irrevocable Letter(s) of Credit in the revised Stated Amount, (ii) an extension of 
any existing Letter(s) of Credit in an amount equal to the revised Stated Amount, (iii) a Cash 
Deposit(s) satisfying the Cash Deposit(s)Conditions in the amount of the revised Stated Amount, 
or (iv) some combination of a Cash Deposit(s) satisfying the Cash Deposit(s) Conditions and a 
Letter(s) of Credit equaling the revised Stated Amount (for each the Master Developer and the 
Developer, the “Revised Letter(s) of Credit/Cash Deposit(s)”). Upon confirmation that the Fiscal 
Agent has received the Revised Letter(s) of Credit/Cash Deposit(s), but not until the Cash 
Deposit Conditions are met, as applicable, Attachment 1 shall be modified by the District to 
reflect the Parcels secured by such Revised Letter(s) of Credit/Cash Deposit(s). 
 

If a Letter of Credit is currently in place for the Master Developer or the Developer, and 
if the Master Developer or the Developer, as applicable, is required to post a  Revised Letter(s) 
of Credit/Cash Deposit(s), and in the event the Fiscal Agent has not received the required 
Revised Letter(s) of Credit/Cash Deposit(s) that satisfies the Cash Deposit Conditions by the 
Master Developer or the Developer, as applicable, by said October 15 (or a date 15 days prior to 
the applicable expiration date of the Letter(s) of Credit), the Fiscal Agent shall immediately 
notify the District thereof, and upon the written direction of an Authorized Representative, 
immediately, with no further authorization or instruction, draw upon the Letter(s) of Credit that 
is not being replaced with the Revised Letter(s) of Credit/Cash Deposit(s) in the full Stated 
Amount.  The Fiscal Agent shall deposit the proceeds of such draw into the corresponding 
account of the Letter of Credit Fund for use as described in Section 3.11(d)(ii) below. 
 

If a Cash Deposit is currently in place for the Master Developer or the Developer, and if 
the Master Developer or the Developer, as applicable, is required to post a  Revised Letter(s) of 
Credit/Cash Deposit(s), and in the event the Fiscal Agent does not receive the required Revised 
Letter(s) of Credit/Cash Deposit(s) by the Master Developer or the Developer, as applicable, by 
said October 15, the District shall not return any Cash Deposit(s)  to either the Master Developer 
or the Developer until the amount on deposit in the Letter of Credit Fund for such Master 
Developer or Developer, as applicable, is equal to the Revised Letter(s) of Credit/Cash 
Deposit(s) and in the case of a Cash Deposit(s), the Cash Deposit Conditions are satisfied.   

 
If the recalculation of the Stated Amount for any Letter (s) of Credit or Cash Deposit (s) 

determines that the recalculated Stated Amount is less than the amount theretofore in effect, and 
all other conditions have been satisfied as stated in this Section 3.11, then the District shall direct 
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the Fiscal Agent to execute and deliver the appropriate annex to the Letter(s) of Credit that will 
cause a reduction in the Stated Amount of the Letter(s) of Credit, and/or refund a portion of a 
Cash Deposit(s) so the Cash Deposit(s) equals the revised Stated Amount. 
 
 When renewing or extending the Letter(s) of Credit, which shall be for a term no less 
than 12 months, the Master Developer or the Developer shall request that the District calculate 
the amount of the Letter(s) of Credit for the proposed term of the renewed or extended Letter(s) 
of Credit, which calculation shall include amounts to cover applicable Special Tax projections 
for the applicable Fiscal Year(s). 
 
 If the District determines at any time that 80% or more of the Parcels within the Planning 
Area are owned by individual homeowners, then it shall so certify in writing to the Fiscal Agent 
and direct the Fiscal Agent to release the Letter(s) of Credit or Cash Deposit(s) to the Letter of 
Credit Bank(s) or, as applicable, the Master Developer or the Developer, as the case may be. 
 
 Upon the release of the Letter(s) of Credit or Cash Deposit(s) pursuant to the terms 
hereof and thereof, and upon the expenditure, pursuant to the terms hereof, of all funds from the 
corresponding account in the Letter of Credit Fund, the Fiscal Agent shall notify the District of 
such condition, and the Fiscal Agent shall close the respective account, and, as applicable, the 
Letter of Credit Fund. 
 
  (b) Parcel Transfers Between Master Developer and Developer. The Master 
Developer’s and the Developer’s respective initial Letter(s) of Credit or Cash Deposit(s) secure 
the Special Taxes for the specific Parcels within IA No. 2 depicted on Attachment 1 to this Fiscal 
Agent Agreement.  No later than March 15, 2009, and every six months thereafter (September 
15) during the period the Master Developer and the Developer each own Parcels, the Master 
Developer and the Developer shall provide the District with evidence of any transfers of record 
ownership of the Parcels from the Master Developer to the Developer. The District shall re-
calculate the Master Developer’s and the Developer’s respective Stated Amounts upon the 
District’s confirmation of any such transfers by April 1 and October 1, respectively,  also taking 
into account any sale of Parcels to homeowners, and if such re-calculation shows that the Stated 
Amount has increased from the amount theretofore in effect, the Developer shall then provide to 
the Fiscal Agent, no later than April 15 and October 15: (i) an increase in any existing Letter(s) 
of Credit; (ii) a Cash Deposit(s) meeting the Cash Deposit(s) Conditions; or (iii) some 
combination of a Revised Letter(s) of Credit/Cash Deposit(s), in each case so that the total 
amount of the Letter(s) of Credit/Cash Deposit(s) equals the revised Stated Amount.  Upon 
confirmation that such Revised Letter(s) of Credit/Cash Deposit(s) has been received by the 
Fiscal Agent, but subject to the terms of the next paragraph, the District shall (i) direct the 
Fiscal Agent to execute and deliver the appropriate annex to the Master Developer’s Letter(s) of 
Credit that will cause a reduction in the Stated Amount of the Master Developer’s Letter(s) of 
Credit to the revised Stated Amount for the Master Developer, or refund that portion of any Cash 
Deposit(s) to the Master Developer equal to the amount in excess of the revised Stated Amount 
of the Master Developer, and (ii) amend Attachment 1 to reflect that the Parcels transferred to 
the Developer are now secured by the Revised Letter(s) of Credit/Cash Deposit(s) received by 
the Fiscal Agent from the Developer and that such Parcels are no longer secured by the Master 
Developer’s Letter(s) of Credit/Cash Deposit(s).   
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Notwithstanding any other terms , if, for any reason, the Developer does not post the 

appropriate Revised Letter(s) Credit/Cash Deposit(s) for the Parcels acquired by the Developer, 
the Letter(s) of Credit or Cash Deposit(s) of the Master Developer securing the Parcels acquired 
by the Developer shall continue to secure the Parcels acquired by the Developer (and are 
therefore subject to the application of all the terms and conditions set forth in this Section 3.11, 
including but not limited to subparagraph (a)) until such time as the Developer posts the 
appropriate Revised Letter(s) of Credit/Cash Deposit(s) in accordance with the terms and 
conditions herein, including but not limited to the Cash Deposit(s) Conditions. In addition, until 
a Cash Deposit by the Developer satisfies the Cash Deposit(s) Conditions, as set forth in 
subsection (a) hereof, the Letter(s) of Credit or Cash Deposit(s) of the Master Developer 
securing the Parcels acquired by the Developer shall continue to secure the Parcels acquired by 
the Developer until such time as the Cash Deposit(s) becomes effective in accordance with 
subsection (a) hereof.  
 
 If the recalculation of the Developer’s Stated Amounts determines that the recalculated 
Stated Amount is less than the amount theretofore in effect, then the District shall direct the 
Fiscal Agent to execute and deliver the appropriate annex to the Developer’s Letter(s) of Credit 
that will cause a reduction in the Stated Amount of the Developer’s Letter(s) of Credit to the 
revised Stated Amount for the Developer, or refund that portion of any Cash Deposit(s) to the 
Developer equal to the amount in excess of the revised Stated Amount of the Developer. 
  
  (c)  Sale of Property to Merchant Builders.  If at any time, the Master 
Developer or the Developer (“Land Seller”) sells Parcels to another merchant builder (each a 
“Land Purchaser”), the Land Purchaser shall provide a Letter(s) of Credit or Cash Deposit(s) 
meeting the Cash Deposit Conditions, or a combination thereof, in the Stated Amount applicable 
to the Parcels purchased by the Land Purchaser.  Upon the provision of the Cash Deposit(s) or 
the Letter(s) of Credit by the Land Purchaser, and provided the Cash Deposit(s) Conditions are 
met if applicable, the District shall (i) direct the Fiscal Agent to execute and deliver the 
appropriate annex to the existing Letter(s) of Credit that will cause a reduction in the Stated 
Amount of the Land Seller’s Letter(s) of Credit by the amount of the Land Purchaser’s Letter(s) 
of Credit or Cash Deposit(s) and/or refund to the Master Developer or the Developer, as 
appropriate, an amount of any Cash Deposit(s) equal to the amount of the Land Purchaser’s 
Letter(s) of Credit or Cash Deposit(s); and (ii) amend Attachment 1 to reflect the addition of 
Letter(s) of Credit or Cash Deposit(s) of the Land Purchaser securing the purchased Parcels and 
the elimination of the purchased Parcels from the security of the Land Seller’s Letter(s) of Credit 
or Cash Deposit(s).  All of the terms set forth in this Section 3.11, except for subsection (b) shall 
apply to the Letter(s) of Credit and Cash Deposit(s) provided by a Land Purchaser.  If, for any 
reason, the Land Purchaser does not post the appropriate Letter(s) of Credit or Cash Deposit(s) 
for the Parcels acquired as required, the Letter(s) of Credit or Cash Deposit(s) of the Land Seller 
securing the Parcels acquired shall continue to secure the Parcels acquired until such time as the 
Land Purchaser posts the appropriate Letter(s) of Credit or the Cash Deposit(s) satisfy the Cash 
Deposit(s) Conditions.  
 
  (d) Deposits into the Letter of Credit Fund; Transfers from the Letter of Credit 
Fund; Final Release. 
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   (i) Draws Prior to an Interest Payment Date.  Five Business Days 
prior to each Interest Payment Date, the Fiscal Agent shall determine whether amounts on 
deposit in the Special Tax Fund, after deducting Administrative Expenses authorized to be 
transferred under Section 3.05, or the Bond Fund on that Interest Payment Date, will be 
sufficient to pay principal of and interest on the 2008 Bonds that will be due and payable on such 
Interest Payment Date and shall notify the District of any deficiency.  If amounts in the Special 
Tax Fund or the Bond Fund will be insufficient to pay principal of and interest on the 2008 
Bonds, the Fiscal Agent shall immediately notify the District in writing of such deficiency, and if 
such insufficiency is attributable to a delinquency in the payment of Special Taxes for the 
Parcels secured by the Master Developer’s Letter(s) of Credit or Cash Deposit(s), as determined 
by the District by reference to Attachment 1, upon the written direction of an Authorized 
Representative (and prior to any withdrawals from the Reserve Fund permitted by Section 3.07), 
the Fiscal Agent shall draw upon such Letter(s) of Credit or Cash Deposit(s); provided, however, 
that only the Letter(s) of Credit or Cash Deposit(s) which secure the delinquent Parcels (as 
determined by reference to Attachment 1) may be drawn upon, and the amount of such draw (as 
set forth in said written direction of the Authorized Representative) shall be no greater than the 
amount of the delinquent Special Taxes levied on Parcels secured by the Master Developer’s 
Letter(s) of Credit or Cash Deposit(s) as shown on Attachment 1.  If amounts in the Special Tax 
Fund or the Bond Fund will be insufficient to pay principal of and interest on the 2008 Bonds, 
the Fiscal Agent shall immediately notify the District in writing of such deficiency, and if such 
insufficiency is attributable to a delinquency in the payment of Special Taxes for the Parcels 
secured by the Developer’s Letter(s) of Credit or Cash Deposit(s), as determined by the District 
by reference to Attachment 1, upon the written direction of an Authorized Representative (and 
prior to any withdrawals from the Reserve Fund permitted by Section 3.07), the Fiscal Agent 
shall draw upon the Developer’s Letter(s) of Credit or Cash Deposit(s); provided, however, that 
only the Letter(s) of Credit or Cash Deposit(s) which secure the delinquent Parcels (as 
determined by reference to Attachment 1) may be drawn upon, and the amount of such draw (as 
set forth in said written direction of the Authorized Representative) shall be no greater than the 
amount of the delinquent Special Taxes levied on such delinquent Parcels secured by the 
Developer’s Letter(s) of Credit or Cash Deposit(s) as shown on Attachment 1. 
 
 The Fiscal Agent shall deposit the proceeds of any such draw upon a Letter(s) of Credit 
or Cash Deposit(s) into the corresponding account of the Letter of Credit Fund one Business Day 
prior to the Interest Payment Date, and prior to any transfers from the Reserve Fund, transfer 
such amounts from the account of the Letter of Credit Fund to the Bond Fund. 
 
 The District shall have no obligation to reimburse the Letter of Credit Bank(s) for any 
such draw on any Letter(s) of Credit, or, as applicable, the Master Developer or the Developer 
for any Cash Deposit(s), except from: (i) any proceeds of the draw on any Letter(s) of Credit and 
any interest earnings thereon not required to pay debt service on the 2008 Bonds on such Interest 
Payment Date, which proceeds of any Letter(s) of Credit provided by the Master Developer shall 
be paid to the Master Developer and which proceeds of any Letter(s) of Credit provided by the 
Developer shall be paid to the Developer; and (ii) delinquent Special Taxes subsequently 
received by the District (whether by payment or foreclosure) corresponding to the Parcels, which 
delinquent Special Taxes paid for Parcels secured by the Master Developer’s Letter(s) of Credit 
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or Cash Deposit(s) shall be paid to the Master Developer’s Letter of Credit Bank (or its designee) 
and which delinquent Special Taxes paid for Parcels secured by the Developer’s Letter(s) of 
Credit or Cash Deposit(s) shall be paid to the Developer’s Letter of Credit Bank(s) (or its 
designee).  Draws upon any Letter(s) of Credit or Cash Deposit(s), as the case may be, shall not 
bar or otherwise preclude the District from taking any actions or enforcing any remedies, 
including but not limited to foreclosure actions, against the corresponding property within the 
District for satisfaction of unpaid Special Taxes. 
 
   (ii) Draws Prior to Termination of the Letter(s) of Credit.  In the event 
the Fiscal Agent draws upon a Letter(s) of Credit or Cash Deposit(s), as the case may be, as 
described in Section 3.11(a) and (d)(i) above, the Fiscal Agent shall immediately deposit the 
proceeds of such draw into the corresponding account of the Letter of Credit Fund and, pending 
any transfer to the Bond Fund for the purposes described in Section 3.11(d)(i) above, such 
proceeds shall be invested and reinvested by the Fiscal Agent in Authorized Investments at the 
written instruction of an Authorized Representative.  At no time shall  the proceeds of a draw on 
any Letter(s) of Credit or Cash Deposit(s), as the case may be, held in the accounts of the Letter 
of Credit Fund be invested by the Fiscal Agent at a yield exceeding the Yield on the Bonds.  
Investment earnings and profits from such investments shall be retained in the corresponding 
accounts of the Letter of Credit Fund. 
 
   (iii) Interest Earnings on Cash Deposits.  In the event that the Master 
Developer or the Developer provides a Cash Deposit in lieu of a Letter(s) of Credit, such monies 
shall be deposited into the corresponding account of the Letter of Credit Fund and invested by 
the Fiscal Agent at the direction of the District in Authorized Investments at a rate not in excess 
of the Yield on the Bonds.  On or after October 15 of each year, commencing October 15, 2009, 
any earnings on monies held in an account of the Letter of Credit Fund in excess of the 
corresponding Stated Amount shall, upon the written request of the Master Developer or the 
Developer, as applicable, approved in writing by the District, be mailed by the Fiscal Agent by 
check to the Master Developer or the Developer, as applicable, provided that (i) such earnings 
are not required to pay principal or interest on the 2008 Bonds on the following Interest Payment 
Date as a result of delinquencies in the payment of Special Taxes on Parcels secured by, as 
applicable, the Master Developer’s or the Developer’s Letter(s) of Credit or Cash Deposit(s) and 
(ii) the District confirms that there are no delinquent Special Taxes on Parcels secured by, as 
applicable, the Master Developer’s or Developer’s Letter(s) of Credit or Cash Deposit(s) then 
payable. 
 
   (iv) Final Release of Monies from the Letter of Credit Fund.  If at any 
time an Authorized Representative provides written certification to the Fiscal Agent that (i) 80% 
or more of the Parcels within the Planning Area are owned by individual homeowners with 
record title, (ii) such monies are not required to pay principal or interest on the 2008 Bonds on 
the following Interest Payment Date as a result of delinquencies in the payment of Special Taxes 
for the Parcels secured by the Master Developer’s Letter(s) of Credit or Cash Deposit(s) or the 
Developer’s Letter(s) of Credit or Cash Deposit(s), as applicable, and (iii) all the Special Taxes  
then payable on the Parcels secured by the Master Developer’s and the Developer’s Letter(s) of 
Credit or Cash Deposit(s), as applicable, are not delinquent, then the District shall provide 
written direction to the Fiscal Agent, and the Fiscal Agent shall, immediately return all (or such 
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portion of the) amounts on deposit in the Letter of Credit Fund to the Master Developer or the 
Developer, as applicable, or Letter of Credit Bank(s), as the case may be.  The delinquency on 
Parcels secured by Letter(s) of Credit or Cash Deposit(s) shall not prevent the release of amounts 
on deposit for Parcels secured by other Letter(s) of Credit or Cash Deposit(s), provided that the 
delinquent Parcels are not owned by the party posting the other Letter(s) of Credit or Cash 
Deposit(s) securing such amounts to be otherwise released. 
 
  (e) Enforcement Actions by the District.  In the event any Letter of Credit 
Bank(s) wrongfully refuses to honor any drawing made on any Letter(s) of Credit, the District, 
on behalf of the Owners of the 2008 Bonds, shall immediately bring an action and pursue any 
remedy available at law or in equity for the purpose of compelling the corresponding Letter of 
Credit Bank(s) to honor such drawing and to enforce the provisions of the corresponding 
Letter(s) of Credit; provided, however, that the foregoing shall not be construed to require the 
District to expend any funds other than monies in the  Administrative Expense Fund available for 
such purposes. 
 
 Investments - The Fiscal Agent shall maintain separate books and records regarding the 
investment of monies in any of the funds, accounts or subaccounts established pursuant to the 
Fiscal Agent Agreement.  Authorized Investments shall be deemed at all times to be a part of 
such funds, accounts or subaccounts.  Any loss resulting from such Authorized Investments shall 
be charged to such funds, accounts or subaccount.  Subject to limitations set forth as to each of 
the funds or accounts set forth in the Fiscal Agent Agreement, the limitations as to maturities set 
forth in the Fiscal Agent Agreement and any additional limitations or requirements established 
by the District and consistent with the foregoing, the Fiscal Agent shall invest the amounts on 
deposit in all funds, accounts or subaccount in Authorized Investments as directed in writing by 
the District, subject to the restrictions set forth in the Fiscal Agent Agreement (See “SECURITY 
FOR THE 2009 BONDS-Investment of Moneys in Funds”). 
 
Redemption of 2009 Bonds 

 
 The 2009 Bonds may be redeemed prior to maturity, in whole or in part, at the option of 
the District from any available funds on September 1, 2019, and any date thereafter, pro rata 
among maturities and by lot within a maturity, at a redemption price equal to the principal 
amount thereof, together with accrued interest to the date of redemption, without premium (See 
“THE 2009 BONDS-Optional Redemption”).  
 
 The 2009 Bonds are subject to mandatory sinking fund redemption from Mandatory 
Sinking Payments deposited into the Sinking Fund Redemption Account to redeem the 2009 
Bonds maturing on each September 1, as specified in the Fiscal Agent Agreement (See “THE 
2009 BONDS-Mandatory Sinking Fund Redemption”). 
 
 The 2009 Bonds are also subject to special mandatory redemption prior to their stated 
maturities, in whole, or in part, on any date for which notice can timely be given, pro rata among 
maturities and by lot within a maturity, in integral multiples of $5,000 from monies on deposit in 
the Prepayment Account of the Special Tax Fund, upon payment of the redemption prices set 
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forth in the Fiscal Agent Agreement (See “THE 2009 BONDS-Special Mandatory Redemption 
from Prepaid Special Taxes”). 
 
 The Fiscal Agent shall select the 2009 Bonds subject to optional redemption, mandatory 
sinking fund redemption or special mandatory redemption from Prepaid Special Taxes in 
accordance with the terms of the Fiscal Agent Agreement (See “THE 2009 BONDS-Selection of 
Bonds for Redemption”). 
 
Covenants 

 
 So long as any of the Bonds issued pursuant to the Fiscal Agent Agreement are 
Outstanding and unpaid, the District makes the following covenants with the Owners under the 
provisions of the Act and the Fiscal Agent Agreement and any Supplement (to be performed by 
the District or its proper officers, agents or employees), which covenants are necessary, 
convenient and desirable to secure the Bonds; provided, however, that said covenants do not 
require the District to expend any funds or monies other than the Net Taxes or any monies 
deposited in the funds and accounts created under the Fiscal Agent Agreement and legally 
available therefor. 
 
  Covenant 1. Punctual Payment.  The District will duly and punctually pay, or 
cause to be paid, the principal of and interest on every Bond issued hereunder, together with the 
premium thereon, if any be payable, on the date, at the place and in the manner mentioned in the 
Bonds and in accordance with the Fiscal Agent Agreement and any Supplement to the extent Net 
Taxes are available therefor, and that the payments into the Bond Fund and the Reserve Fund 
will be made, all in strict conformity with the terms of the Bonds and the Fiscal Agent 
Agreement, and that it will faithfully observe and perform all of the conditions, covenants and 
requirements of the Fiscal Agent Agreement and any Supplement and of the Bonds issued 
pursuant to the Fiscal Agent Agreement, and that time of such payment and performance is of 
the essence of the District’s contract with the Bondowners. 
 
  Covenant 2. Levy and Collection of Special Taxes.  Subject to the maximum 
Special Tax rates, the District will comply with all requirements of the Act so as to assure the 
timely collection of the Special Taxes, including without limitation, the enforcement of 
delinquent Special Taxes. 
 
  On or before each June 1, commencing June 1, 2009, the Fiscal Agent shall 
provide a written notice to the District stating the amounts then on deposit in the various funds 
and accounts established by the Fiscal Agent Agreement as well as Fiscal Agent fees coming due 
during the next Fiscal Year.  The receipt of such notice by the District shall in no way affect the 
obligations of the District under the Fiscal Agent Agreement.  Upon receipt of a copy of such 
notice, the District shall communicate with the  Los Angeles County Treasurer and Tax Collector 
or other appropriate official of the County of Los Angeles (“County”) to ascertain the relevant 
parcels on which the Special Taxes are to be levied, taking into account any parcel splits during 
the preceding and then current year. 
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  The District shall retain an Independent Financial Consultant to assist in the levy 
of the Special Taxes for each Fiscal Year, commencing Fiscal Year 2009-2010, in accordance 
with the Ordinance, such that the computation of the levy is complete before the final date on 
which the Los Angeles Treasurer and Tax Collector will accept the transmission of the Special 
Tax amounts for the parcels within Improvement Area No. 3 for inclusion on the next secured 
tax roll.  The first such levy shall occur in Fiscal Year 2009-2010.  Upon the completion of the 
computation of the amounts of the levy, and approval by the Legislative Body, the District shall 
prepare or cause to be prepared, and shall transmit to the Los Angeles County Treasurer and Tax 
Collector, such data as the Los Angeles County Treasurer and Tax Collector requires to include 
the levy of the Special Taxes on the next secured tax roll. 
 
  The District shall fix and levy the amount of Special Taxes within Improvement 
Area No. 3 required for the payment of principal of and interest on Outstanding Bonds becoming 
due and payable during the ensuing year including any necessary replenishment or expenditure 
of the Reserve Fund for the Bonds, an amount equal to the Administrative Expense Requirement 
and any additional amounts necessary for expenses incurred in connection with administration or 
enforcement of delinquent Special Taxes. 
 
  The Special Taxes shall be payable and collected in the same manner and at the 
same time and in the same installment as the general taxes on real property are payable, and have 
the same priority, become delinquent at the same times and in the same proportionate amounts 
and bear the same proportionate penalties and interest after delinquency as do the general taxes 
on real property; provided that, the Legislative Body may provide for direct collection of the 
Special Taxes in certain circumstances. 
 
  In order to determine if there are delinquencies with respect to the payment of the 
Special Taxes, no later than each February 25 and June 25, commencing February 25, 2010, the 
District shall reconcile or cause to be reconciled the amount of Special Taxes levied to the 
amount of Special Taxes actually reported to the District as received by the County. 
 
  The fees and expenses of the Independent Financial Consultant retained by the 
District to assist in computing the levy of the Special Taxes pursuant to the Fiscal Agent 
Agreement and any reconciliation of amounts levied to amounts received, as well as the costs 
and expenses of the District (including a charge for District staff time) in conducting its duties 
pursuant to the Fiscal Agent Agreement, shall be an Administrative Expense pursuant to the 
Fiscal Agent Agreement (See “SECURITY FOR THE 2009 BONDS-Special Taxes”).  
 
  Covenant 3. Commence Foreclosure Proceedings.  
 
  On or about March 1 and July 1 of each Fiscal Year, the District will compare the 
amount of Special Taxes theretofore levied in Improvement Area No. 3 to the amount of Special 
Taxes theretofore reported to the District as received by the County, and: 
 
  (A) Individual Delinquencies.  If the District determines that (i) any 

single parcel in Improvement Area No. 3 is subject to a Special Tax delinquency 
in the aggregate amount of $5,000 or more or (ii) any owner owns one or more 
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parcels subject to a Special Tax delinquency in an aggregate amount of $5,000 or 
more, then the District shall send or cause to be sent a notice of delinquency (and 
a demand for immediate payment thereof) to the property owner within 45 days of 
such determination, and (if the delinquency remains uncured) foreclosure 
proceedings shall be commenced by the District within 90 days of such 
determination to the extent permissible under applicable law. 

 
  (B) Aggregate Delinquencies  If the District determines that the total 

amount of delinquent Special Taxes for the prior Fiscal Year for Improvement 
Area No. 3 (including the total of delinquencies under paragraph (A) above) 
exceeds 5% of the total Special Taxes due and payable for the prior Fiscal Year, 
the District shall notify or cause to be notified property owners who are then 
delinquent in the payment of Special Taxes (and demand immediate payment of 
the delinquency) within 45 days of such determination, and shall commence 
foreclosure proceedings within 90 days of such determination against each parcel 
of land within Improvement Area No. 3 with a Special Tax delinquency. 

 (See “SECURITY FOR THE 2009 BONDS-Covenant to Foreclose”). 
 
  Covenant 4. Against Encumbrances.  The District will not encumber, pledge or 
place any charge or lien upon any of the Net Taxes or other amounts pledged to the Bonds 
superior to, or on a parity with, the pledge and lien created for the benefit of the Bonds, except as 
permitted by the Fiscal Agent Agreement and as to bonds issued to refund the Bonds. 
 
  Covenant 5. Modification of Maximum Authorized Special Tax.  The District 
covenants that no modification of the maximum authorized Special Taxes in Improvement Area 
No. 3 shall be approved by the District unless it is confirmed in writing, by an Independent 
Financial Consultant, that, immediately subsequent to such modifications: (i) the amount of the 
maximum Special Taxes on Developed Property (as defined in the Rate and Method), pursuant 
to the Act and the applicable resolutions and ordinances of the District is at least 1.10 times 
Maximum Annual Debt Service plus Administrative Expenses on all Outstanding Bonds. 
 
  The District further covenants that in the event an ordinance is adopted by 
initiative pursuant to Section 3 of Article XIIIC of the California Constitution, which purports to 
reduce or otherwise alter the maximum authorized Special Taxes, it will, to the extent of 
available District funds therefore, commence and pursue legal action seeking to preserve its 
ability to comply with its covenant contained in the preceding paragraph. 
 
  Covenant 6. Protection of Security and Rights of Owners.  The District will 
preserve and protect the security of the District and the rights of the Owners, and will warrant 
and defend their rights against all claims and demands of all persons.  From and after the 
delivery of any of the Bonds by the District, the Bonds shall be incontestable by the District. 
 
  Covenant 7. Compliance with Law, Completion of Project.  The District will 
comply with all applicable provisions of the Act and law in completing the acquisition and 
construction of the Project; provided that the District shall have no obligation to advance any 
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funds to complete the Project in excess of the amounts available therefore in the accounts of the 
Construction Fund. 
 
  Covenant 8. Books and Accounts.  The District will keep, or cause to be kept, 
proper books of records and accounts, separate from all other records and accounts of the Bonds, 
in which complete and correct entries shall be made of all transactions relating to the Project, the 
levy of the Special Tax and the deposits to the Special Tax Fund including the Prepayment 
Account.  Such books of record and accounts shall at all times during business hours be subject 
to the inspection of the Fiscal Agent or of the Owners of not less than ten percent of the principal 
amount of the Bonds then Outstanding or their representatives authorized in writing. 
 
  Covenant 9. Tax Covenant.  The District hereby covenants and represents that 
until the last Bonds shall have been fully paid or redeemed, the District will comply with all 
requirements of the Tax Certificate, the Code and all applicable Regulations, such that the 
interest on the Bonds will remain excluded from gross income for federal income tax purposes. 
 
  Covenant 10. Additional Tax Covenants.  The District hereby covenants, without 
limiting the generality of Covenant 9, that: 
 
  (a) the District will make no use of the proceeds of the Bonds which at any 
time will cause the Bonds to be “arbitrage bonds” within the meaning of Section 148 of the Code 
and applicable Regulations; 
 
  (b) the District will ensure that the payment of principal and interest on the 
Bonds shall not be directly or indirectly guaranteed (in whole or in part) by the United States (or 
any agency or instrumentality thereof) and no portion of the monies contained in any of the funds 
or accounts created by the Fiscal Agent Agreement shall be (i) used in making loans guaranteed 
by the United States (or any agency or instrumentality thereof); (ii) invested directly or indirectly 
in deposits or accounts insured by the Federal Deposit Insurance Corporation, National Credit 
Union Administration or any other similar federally chartered corporation; or (iii) otherwise 
invested directly or indirectly in obligations guaranteed (in whole or in part) by the United States 
(or any agency or instrumentality thereof); except (a) investments during the initial temporary 
period following issuance of the Bonds until the Completion Date; (b) investment of amounts 
held in the Reserve Fund, or other reserve funds satisfying Section 148(d) of the Code; (c) 
investment of amounts held in the Special Tax Fund, Bond Fund and other bona fide debt service 
funds; (d) for investments in obligations issued by the United States Treasury; (e) for 
investments in obligations guaranteed by the Federal National Mortgage Association, 
Government National Mortgage Association or Federal Home Loan Mortgage Corporation; or, 
(f) investments permitted under Regulations issued pursuant to Section 149(b)(3)(B) of the Code; 
 
  (c) the District will ensure that no portion of the monies contained in any of 
the funds or accounts created in the Fiscal Agent Agreement shall be used so as to cause any of 
the Bonds to meet the “private activity bond” tests of Section 141 of the Code and any 
Regulations issued thereunder; 
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  (d) the District agrees that there shall be paid from time to time all amounts 
required to be rebated to the United States pursuant to Section 148(f) of the Code and the 
applicable Regulations and the Fiscal Agent Agreement and any further documents executed in 
connection with the Bonds.  This covenant shall survive payment in full or defeasance of the 
Bonds.  The District specifically covenants to pay or cause to be paid to the United States at the 
times and in the amounts determined above the amounts required to be so paid by the Fiscal 
Agent Agreement and further documents executed in connection with the Bonds, the Code and 
the Regulations; 
 
  (e) the District (i) shall neither invest Gross Proceeds nor cause Gross 
Proceeds to be invested in Nonpurpose Investments if the Yield on such Nonpurpose 
Investments would be less than the Yield that would have resulted in an arm’s length transaction; 
(ii) shall not sell or otherwise dispose of or cause to be sold or otherwise disposed of Nonpurpose 
Investments if such sale or disposition would result in a smaller profit or larger loss than would 
have resulted from a sale at fair market value arrived at in an arm’s length transaction; and (iii) 
shall keep a detailed accounting of all transactions contemplated under the Fiscal Agent 
Agreement or in any way relating to the receipt or disbursement of any of the Gross Proceeds of 
the Bonds for a period of six years after the later of the date of payment of all Excess Investment 
Earnings to the United States or the date the District disburses the last of the Gross Proceeds of 
the Bonds; and 
 
  (f) notwithstanding any provision of the Fiscal Agent Agreement, if the 
District shall provide to the Fiscal Agent an opinion of Bond Counsel that any specified action 
required under the Fiscal Agent Agreement is no longer required or that some further or different 
action is required to maintain the exclusion from gross income for federal income tax purposes 
of interest on the Bonds, the Fiscal Agent may conclusively rely on such opinion in complying 
with the requirements of the Fiscal Agent Agreement, and the covenants hereunder shall be 
deemed to be modified to that extent notwithstanding the provisions of the Fiscal Agent 
Agreement. 
 
  Covenant 11. Further Assurances.  The District will adopt, make, execute and 
deliver any and all such further resolutions, instruments and assurances as may be reasonably 
necessary or proper to carry out the intention or to facilitate the obligations and covenants under 
the Fiscal Agent Agreement and any Supplement, and for the better assuring and confirming 
unto the Owners of the rights and benefits provided in the Fiscal Agent Agreement and in any 
Supplement. 
 
  Covenant 12. Additional Opinion(s).  The District will not make any change in 
requirements or procedures or take any action, as to which change or action the Fiscal Agent 
Agreement or related documents require an opinion of Bond Counsel, unless it obtains an 
opinion of Bond Counsel to the effect that (a) interest on the Bonds was excluded from gross 
income for federal income tax purposes from their date of issuance until the date of such change, 
assuming compliance with the covenants in the Fiscal Agent Agreement as they were in effect 
prior to the change (except that such opinion need not be given as to any interest for which a 
similar opinion has previously been given and remains in effect subsequent to such change), and 
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(b) assuming continued compliance by the District with the covenants as changed, interest on the 
Bonds is excluded from gross income for purposes of federal income taxation. 
 
  Covenant 13. Tender of Bonds.  The District will not, in collecting the Special 
Taxes or in processing any such judicial foreclosure proceedings, exercise any authority which it 
has pursuant to Sections 53340, 53344.1, 53344.2, 53356.1 and 53356.5 of the California 
Government Code in any manner which would be inconsistent with the interests of the Owners 
and, in particular, will not permit the tender of Bonds in full or partial payment of Special Taxes 
except upon receipt of a certificate of an Independent Financial Consultant that to accept such 
tender will not result in the District having insufficient Net Taxes to pay the principal of and 
interest on the Bonds remaining Outstanding following such tender. 
 
  Covenant 14. Conditions for the Issuance of Additional Bonds. The District may, 
at any time after the issuance and delivery of the 2009 Bonds, issue Additional Bonds payable 
from the Net Taxes and amounts deposited in the Reserve Fund, or accounts thereof, and secured 
by a lien and charge upon such amounts equal to the lien and charge securing the Outstanding 
2009 Bonds hereunder as hereinafter provided. 
 
 Additional Bonds may be issued subject to the following additional specific conditions, 
which are hereby made conditions precedent to the issuance of any Additional Bonds: 
 
  (a) Maximum Total Parity Bond Issuance.  The aggregate original principal 

amount of the 2009 Bonds and all Additional Bonds issued may not exceed $25,000,000; 
provided, however, that, notwithstanding the foregoing, Additional Bonds may be issued 
at any time to refund the Outstanding Bonds without satisfying the requirements under 
clauses (d), (e) and (f) below, and without limitation on the foregoing $25,000,000  
principal amount limitation. 

 
  (b) Compliance with Covenants. The District shall be in compliance with all 

covenants set forth in the Fiscal Agent Agreement and any Supplement then in effect and 
a certificate of the District to that effect shall have been filed with the Fiscal Agent; 
provided, however, that Additional Bonds may be issued notwithstanding that the District 
is not in compliance with all such covenants so long as immediately following the 
issuance of such Additional Bonds, the District will be in compliance with all such 
covenants. 

 
  (c) Supplemental Fiscal Agent Agreement.  The issuance of Additional Bonds 

shall have been duly authorized pursuant to the Act and all applicable laws, and the 
issuance of Additional Bonds shall have been provided for by a Supplement duly adopted 
by the District which shall specify the following: 

 
  (1) the purpose for which the Additional Bonds are to be issued and the 

fund or funds into which the proceeds thereof are to be deposited including 
payment of all costs incidental to or connected therewith; 

 
   (2) the authorized principal amount of the Additional Bonds; 



E - 32 

 
  (3) the date and the maturity date or dates of the Additional Bonds; 

provided that  
 
  (i) each maturity date shall fall on September 1 and shall pay 

interest on the Interest Payment Dates, 
 
  (ii) all such Additional Bonds of like maturity shall be identical in 

all respects, except as to number, and 
 
  (iii) fixed serial maturities or Mandatory Sinking Payments, or any 

combination thereof, shall be established if necessary to provide for the 
retirement of all Additional Bonds on or before their respective maturity 
dates; 

 
  (4) the description of the Additional Bonds, the place of payment thereof 

and the procedure for execution and authentication; 
 

  (5) the denominations and method of numbering of such Additional 
Bonds; 

 
  (6) the amount and due date of each Mandatory Sinking Payment, if any, 

for the Additional Bonds; 
 
  (7) the amount, if any, to be deposited from the proceeds of the Additional 

Bonds in the Reserve Fund; 
 
  (8) the form of the Additional Bonds;  
 
  (9) the terms of redemption for the Additional Bonds, which shall be 

consistent with the terms (other than dates for redemption, premium rates and 
amounts) specified in the Fiscal Agent Agreement; and 

 
  (10) such other provisions as are necessary or appropriate and not 

inconsistent with the Fiscal Agent Agreement. 
 
  (d) Minimum Debt Service Coverage.  The District must receive one or more 

certificates from one or more Independent Financial Consultants which, when taken 
together, certify that the amount of the maximum Special Taxes that may be levied in 
each remaining Bond Year on all parcels of Taxable Property that are not known by the 
District to be delinquent in the payment of any Special Taxes, assessments or ad valorem 
property taxes then due and owing is at least the sum of (i) the Administrative Expense 
Requirement, plus (ii) 1.10 times the Annual Debt Service for each corresponding Bond 
Year on all Outstanding 2009 Bonds and the Additional Bonds proposed to be issued.  
For purposes of making this certification, the Independent Financial Consultants may rely 
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on any reports or certificates as may be acceptable to the District and the underwriter of 
the proposed Additional Bonds. 

 
  (e) Minimum Value-to-Lien Ratio.  The “Improvement Area Value” (as defined 

below) shall be at least 10 times the sum of:  
 
   (i) the principal amount of all Outstanding Bonds, plus  
 
  (ii) the principal amount of the Additional Bonds proposed to be issued, 

plus  
 
  (iii) the principal amount of any fixed assessment liens on Taxable 

Property in Improvement Area No. 3, plus  
 
  (iv) a Proportionate Share of the outstanding principal amount of all other 

special tax bonds payable at least partially from Special Taxes to be levied on the 
Taxable Property in Improvement Area No. 3 (“Overlapping Bonds”), determined 
by multiplying the outstanding principal amount of the Overlapping Bonds by the 
following fraction: the amount of special taxes securing the Overlapping Bonds 
levied on the Taxable Property in Improvement Area No. 3, divided by the total 
amount of special taxes securing the Overlapping Bonds (in each case to be 
determined based upon the maximum special taxes that could be levied in the year 
in which estimated annual debt service on the Overlapping Bonds occurs).  

 
 The term “Improvement Area Value” for purposes of this subparagraph means the value 
(including both land and improvements) of all parcels of Taxable Property in Improvement Area 
No. 3 that are not known by the District to be delinquent in the payment of any Special Taxes, 
assessments or ad valorem property taxes then due and owing.  Improvement Area Value will be 
determined by reference to either or some combination of (i) an appraisal prepared by an MAI 
appraiser selected by the District, with a date of value no earlier than 90 days before the date the 
proposed Additional Bonds would be issued, or (ii) the assessed values shown on the last 
equalized County assessor’s property tax rolls. 
 
 Neither the School District nor the District shall be liable to the Owners or any other 
person or entity with respect to any appraisal provided for purposes of meeting this requirement 
or by reason of any exercise of discretion made by any appraiser in connection with this 
requirement. 
 
  (f) Minimum Value-to-Lien Ratio for Undeveloped Property in Improvement 

Area No. 3.  The “Undeveloped Property Value” (as defined below) for Undeveloped 
Property in Improvement Area No. 3 shall be at least 3 times the sum of:  

 
  (i) the Proportionate Share of the principal amount of all Outstanding 

Bonds, plus  
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  (ii) the Proportionate Share of the principal amount of the Additional 
Bonds proposed to be issued that are attributable to that Planning Area, plus  

 
  (iii) the principal amount of any fixed assessment liens on Undeveloped 

Property, plus  
 
  (iv) the Proportionate Share of the outstanding principal amount of all 

other special tax bonds payable at least partially from special taxes to be levied on 
Undeveloped Property.  

 
 For this purpose, “Proportionate Share” is determined by multiplying the outstanding 
principal amount of the bonds in question by the following fraction: the amount of special taxes 
securing those bonds levied only on Undeveloped Property in Improvement Area No. 3, divided 
by the total amount of special taxes securing those bonds (in each case to be determined based 
upon the estimated special taxes to be levied in the year in which maximum annual debt service 
on the bonds occurs) levied on all property within the respective community facilities district or 
assessment district. 
 
 The term “Undeveloped Property Value” for purposes of this subparagraph means the 
value (including both land and improvements) of all parcels of Undeveloped Property in 
Improvement Area No. 3 that are not known by the District to be delinquent in the payment of 
any Special Taxes, assessments or ad valorem property taxes then due and owing.  Undeveloped 
Property Value shall be determined by reference to either or some combination of (i) an appraisal 
prepared by an MAI appraiser selected by the District, with a date of value no earlier than 90 
days before the date the proposed Additional Bonds would be issued, or (ii) the assessed values 
shown on the last equalized County assessor’s property tax rolls. 
 
 Neither the School District nor the District shall be liable to the Owners or any other 
person or entity with respect to any appraisal provided for purposes of meeting this requirement 
or by reason of any exercise of discretion made by any appraiser in connection with this 
requirement. 
 
  (g) Deposit to Reserve Fund.  The Supplement may provide for the establishment 

of separate funds and accounts, and shall provide for a deposit in the Reserve Fund so 
that the balance in the Reserve Fund, including the account established for the Additional 
Bonds, shall be equal to the Reserve Requirement on the Delivery Date for the 
Outstanding Bonds and the Additional Bonds.  

 
  (h) Compliance with Letter(s) of Credit/Cash Deposit(s) Requirement.  All Letters 

of Credit or Cash Deposits shall be posted in accordance with the Fiscal Agent 
Agreement, as may be amended or modified by the applicable Supplement.  

 
  (i) District Certification.  The District shall file with the Fiscal Agent a certificate 

of a District Representative certifying that the conditions precedent to the issuance of the 
Additional Bonds set forth in this Covenant 14 have been satisfied.  The District 
Representative executing this certificate may conclusively rely upon such certificates of 
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the Fiscal Agent, the Independent Financial Consultant, appraisers, owners of property 
within Improvement Area No. 3, and others selected with due care, without the need for 
independent inquiry or certification. 

 (See “THE 2009 BONDS-Issuance of Future Parity Bonds”). 
 
 Continuing Disclosure Covenant.  The District hereby covenants and agrees that it will 
comply with and carry out all of its obligations under the District Continuing Disclosure 
Agreement.  Notwithstanding any other provision of the Fiscal Agent Agreement, failure of the 
District to comply with its obligations under the District Continuing Disclosure Agreement shall 
not be considered an event of default under the Fiscal Agent Agreement, and the sole remedy, in 
the event of any failure of the District to comply with the District Continuing Disclosure 
Agreement, shall be an action to compel performance thereof. The Fiscal Agent, at the request of 
any Participating Underwriter or the Owners of at least 25% aggregate principal amount of 
Outstanding Bonds and upon being provided with indemnity reasonably satisfactory to the Fiscal 
Agent, shall, or any Bondowner or Beneficial Owner may, take such actions as may be necessary 
and appropriate, including seeking mandate or specific performance by court order, to cause the 
District to comply with its obligations under this covenant.  For purposes of this Section, 
“Beneficial Owner” means any person which (a) has the power, directly or indirectly, to vote or 
consent with respect to, or to dispose of ownership of, any Bonds (including persons holding 
Bonds through nominees, depositories or other intermediaries), or (b) is treated as the Owner of 
any Bonds for federal income tax purposes (See “CONTINUING DISCLOSURE-The 
Community Facilities District; APPENDIX G-Form of Issuer Continuing Disclosure 
Certificate”). 
 
Amendment to Fiscal Agent Agreement 

 
 District may from time to time, and at any time, without notice to or consent of any of the 
Owners, adopt Supplements for any of the following purposes: 
 
  (a) to cure any ambiguity, to correct or supplement any provision herein 
which may be inconsistent with any other provision in the Fiscal Agent Agreement, or to make 
any other provision with respect to matters or questions arising under the Fiscal Agent 
Agreement, or in any Supplement, provided that such action shall not have a material adverse 
effect on the interests of the Bondowners; 
 
  (b) to add to the covenants and agreements of and the limitations and the 
restrictions upon the District contained in the Fiscal Agent Agreement which are not contrary to 
or inconsistent with the Fiscal Agent Agreement as theretofore in effect; or 
 
  (c) to modify, alter, amend or supplement the Fiscal Agent Agreement in any 
other respect which is not materially adverse to the Bondowners including, but not limited to, 
providing for the rating or insuring of the Bonds.; or 
 
  (d) to provide for the issuance of Additional Bonds pursuant to the terms of 
the Fiscal Agent Agreement. 
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 Exclusive of amendments supplemental to the Fiscal Agent Agreement, the Owners of 
not less than 60% in aggregate principal amount of the Bonds then Outstanding shall have the 
right to consent to and approve the adoption by the District of such amendments or orders 
supplemental to the Fiscal Agent Agreement as shall be deemed necessary or desirable by the 
District for the purpose of waiving, modifying, altering, amending, adding to or rescinding, in 
any particular, any of the terms or provisions contained in the Fiscal Agent Agreement; provided, 
however, that nothing in the Fiscal Agent Agreement shall permit, or be construed as permitting, 
(a) an extension of the maturity date of the principal of, or the payment date of interest on, any 
Bonds, (b) a reduction in the principal amount of, or redemption premium on, any Bonds or the 
rate of interest thereon, (c) a preference or priority of any Bonds over any other Bonds, or (d) a 
reduction in the aggregate principal amount of the Bonds the Owners of which are required to 
consent to such Supplement, without, in the case of (a) or (b), the consent of the affected Owner, 
or, in the case of (c) or (d), the consent of the Owners of all Bonds then Outstanding. 
 

Fiscal Agent 

 
 The Fiscal Agent is appointed and takes authorized actions under the terms of the Fiscal 
Agent Agreement.  The initial Fiscal Agent may be removed or replaced by the District upon 30 
days’ prior written notice (except during the continuance of an event of default, as further 
discussed below) or may, upon 60 days’ prior written notice, resign in favor of a successor Fiscal 
Agent.  The Fiscal Agent Agreement provides for certain minimum qualifications of the Fiscal 
Agent and provides for notice and procedures in the event a successor Fiscal Agent is required or 
appointed. 
 
 The duties of the Fiscal Agent are specified within the Fiscal Agent Agreement and 
include mailing interest payments to the Owners, selecting Bonds for redemption pursuant to the 
terms of the Fiscal Agent Agreement, giving notice of redemption and meetings of the Owners, 
maintaining the Bond Register and maintaining and administering the funds and accounts 
established pursuant to the Fiscal Agent Agreement.  The Fiscal Agent also performs all other 
acts authorized or directed of the Fiscal Agent pursuant to the terms of the Fiscal Agent 
Agreement. 
 
 The Fiscal Agent Agreement provides that the recitals of fact and all promises, covenants 
and agreements contained therein and in the Bonds are to be taken as statements, promises, 
covenants and agreements of the District, and the Fiscal Agent assumes no responsibility for the 
correctness of the same and makes no representations as to the validity or sufficiency of the 
Fiscal Agent Agreement or the Bonds.  The Fiscal Agent Agreement provides for certain 
protections from liability of the Fiscal Agent except for its own negligence or willful 
misconduct, as further specified in the Fiscal Agent Agreement. 
 
Events of Default, Remedies 

 
 Events of Default.  Any one or more of the following events shall constitute an “event of 
default”: 
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  (a) default in the due and punctual payment of the principal of or redemption 
premium, if any, on any Bond when and as the same shall become due and payable, whether at 
maturity as therein expressed or from mandatory redemption; 
 
  (b) default in the due and punctual payment of the interest on any Bond when 
and as the same shall become due and payable; or 
 
  (c) default by the District in the observance of any of the other agreements, 
conditions or covenants on its part in the Fiscal Agent Agreement or in the Bonds contained, and 
the continuation of such default for a period of 30 days after the District shall have been given 
notice in writing of such default by the Fiscal Agent, provided that if within 30 days the District 
has commenced curing of the default and diligently pursues elimination thereof, such period 
shall be extended to permit such default to be eliminated; provided that, any noncompliance with 
the terms of the Continuing Disclosure Covenant under the Fiscal Agent Agreement (and set 
forth above) shall not be an event of default under the terms of the Fiscal Agent Agreement. 
 
 Remedies of Owners.  Following the occurrence of an event of default, any Owner shall 
have the right for the equal benefit and protection of all Owners similarly situated: 
 
  (a) by mandamus or other suit or proceeding at law or in equity to enforce his 
or her rights against the District and any of the members, officers and employees of the District, 
and to compel the District or any such members, officers or employees to perform and carry out 
their duties under the Act and their agreements with the Owners as provided in the Fiscal Agent 
Agreement; 
 
  (b) by suit in equity to enjoin any actions or things which are unlawful or 
violate the rights of the Owners; or 
 
  (c) upon the happening of an event of default (as defined in the Fiscal Agent 
Agreement), by a suit in equity to require the District and its members, officers and employees to 
account as the trustee of an express trust. 
 
 Nothing in the Fiscal Agent Agreement, or in the Bonds, shall affect or impair the 
obligation of the District, which is absolute and unconditional, to pay the interest on and 
principal of the Bonds to the respective Owners of the Bonds at the respective dates of maturity, 
as provided in the Fiscal Agent Agreement, out of the Net Taxes pledged for such payment, or 
affect or impair the right of action, which is also absolute and unconditional, of such Owners to 
institute suit to enforce such payment by virtue of the contract embodied in the Bonds and in the 
Fiscal Agent Agreement. 
 
 A waiver of any default or breach of duty or contract by any Owner shall not affect any 
subsequent default or breach of duty or contract, or impair any rights or remedies on any such 
subsequent default or breach.  No delay or omission by any Owner to exercise any right or power 
accruing upon any default shall impair any such right or power or shall be construed to be a 
waiver of any such default or an acquiescence therein, and every power and remedy conferred 
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upon the Owners by the Act or by the Fiscal Agent Agreement may be enforced and exercised 
from time to time and as often as shall be deemed expedient by the Owners. 
 
 If any suit, action or proceeding to enforce any right or exercise any remedy is abandoned 
or determined adversely to the Owners, the District and the Owners shall be restored to their 
former positions, rights and remedies as if such suit, action or proceeding had not been brought 
or taken. 
 
 No remedy in the Fiscal Agent Agreement conferred upon or reserved to the Owners is 
intended to be exclusive of any other remedy.  Every such remedy shall be cumulative and shall 
be in addition to every other remedy given pursuant to the Fiscal Agent Agreement or now or 
hereafter existing, at law or in equity or by statute or otherwise, and may be exercised without 
exhausting and without regard to any other remedy conferred by the Act or any other law. 
 
Defeasance 

 
 Any Outstanding Bond(s) shall be deemed to have been paid within the meaning 
expressed in the Fiscal Agent Agreement if such Bond is paid in any one or more of the 
following ways: 
 
  (a) by paying or causing to be paid the principal of and interest and any 
premium due on such Bond, as and when the same become due and payable; 
 
  (b) by depositing with the Fiscal Agent, or a designated bank or trust 
company as escrow holder, at or before maturity, money which, together with the amounts then 
on deposit in the Special Tax Fund, the Bond Fund, the Redemption Fund and the Reserve Fund 
and available for such purpose, is fully sufficient to pay the principal of and interest and any 
premium on such Bond as and when the same shall become due and payable; or 
 
  (c) by depositing with the Fiscal Agent, or a designated bank or trust 
company as escrow holder, noncallable direct obligations of, or obligations guaranteed by, the 
United States of America, in which the District may lawfully invest its money, in such amount as 
certified by a nationally recognized certified public accountant which will, together with the 
interest to accrue thereon and monies then on deposit in the Special Tax Fund, the Bond Fund, 
the Redemption Fund and the Reserve Fund available for such purpose, together with the interest 
to accrue thereon, be fully sufficient to pay and discharge the principal of and interest and any 
premium on such Bond as and when the same shall become due and payable; 
 
then, notwithstanding that any such Bond shall not have been surrendered for payment, all 
obligations of the District under the Fiscal Agent Agreement, and any Supplement, with respect 
to such Bond shall cease and terminate, except for the obligation of the Fiscal Agent to pay or 
cause to be paid to the Owners of any such Bonds not so surrendered and paid, all sums due 
thereon and except for the covenants of the District contained and identified in the Fiscal Agent 
Agreement.  
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APPENDIX F 
 

DTC AND THE BOOK-ENTRY ONLY SYSTEM 
 
The following description of the Depository Trust Company (“DTC”), the procedures and record 

keeping with respect to beneficial ownership interests in the 2009 Bonds, payment of principal, interest 
and other payments on the 2009 Bonds to DTC Participants or Beneficial Owners, confirmation and 

transfer of beneficial ownership interest in the 2009 Bonds and other related transactions by and 

between DTC, the DTC Participants and the Beneficial Owners is based solely on information provided 
by DTC.  Accordingly, no representations can be made concerning these matters and neither the DTC 

Participants nor the Beneficial Owners should rely on the foregoing information with respect to such 

matters, but should instead confirm the same with DTC or the DTC Participants, as the case may be.   
 

No assurances can be given that DTC, DTC Participants or Indirect Participants will distribute to 

the Beneficial Owners (a) payments of interest, principal or premium, if any, with respect to the 2009 

Bonds, (b) certificates representing ownership interest in or other confirmation or ownership interest in 
the 2009 Bonds, or (c) redemption or other notices sent to DTC or Cede & Co., its nominee, as the 

registered owner of the 2009 Bonds, or that they will so do on a timely basis, or that DTC, DTC 

Participants or DTC Indirect Participants will act in the manner described in this Appendix.  The current 
"Rules" applicable to DTC are on file with the Securities and Exchange Commission and the current 

"Procedures" of DTC to be followed in dealing with DTC Participants are on file with DTC. 
 
DTC and its Participants.  The Depository Trust Company ("DTC"), New York, NY, will act as 

securities depository for the 2009 Bonds.  The 2009 Bonds will be issued as fully-registered securities 
registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may be 
requested by an authorized representative of DTC.  One fully-registered security certificate will be 
issued for each maturity of the 2009 Bonds, each in the aggregate principal amount of such maturity, 
and will be deposited with DTC. 

 
DTC, the world's largest depository, is a limited-purpose trust company organized under the 

New York Banking Law, a "banking organization" within the meaning of the New York Banking Law, a 
member of the Federal Reserve System, a "clearing corporation" within the meaning of the New York 
Uniform Commercial Code, and a "clearing agency" registered pursuant to the provisions of Section 
17A of the Securities Exchange Act of 1934.  DTC holds and provides asset servicing for over 2 million 
issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market 
instruments from over 85 countries that DTC’s participants ("Direct Participants") deposit with DTC.  
DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities 
transactions in deposited securities, through electronic computerized book-entry transfers and pledges 
between Direct Participants’ accounts.  This eliminates the need for physical movement of securities 
certificates.  Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, 
trust companies, clearing corporations, and certain other organizations.  DTC is a wholly-owned 
subsidiary of The Depository Trust & Clearing Corporation ("DTCC").  DTCC, in turn, is owned by a 
number of Direct Participants of DTC and Members of the National Securities Clearing Corporation, 
Government Securities Clearing Corporation, MBS Clearing Corporation, and Emerging Markets 
Clearing Corporation, (respectively, "NSCC", "GSCC", "MBSCC", and "EMCC", also subsidiaries of 
DTCC), as well as by the New York Stock Exchange, Inc., the American Stock Exchange LLC, and the 
National Association of Securities Dealers, Inc.  Access to the DTC system is also available to others 
such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing 
corporations that clear through or maintain a custodial relationship with a Direct Participant, either 
directly or indirectly ("Indirect Participants").  DTC has Standard & Poor’s highest rating: AAA.  The 
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DTC Rules applicable to its Participants are on file with the Securities and Exchange Commission.  
More information about DTC can be found at www.dtcc.com. 

 
Book-Entry Only System.  Purchases of the 2009 Bonds under the DTC system must be 

made by or through Direct Participants, which will receive a credit for the 2009 Bonds on DTC’s 
records.  The ownership interest of each actual purchaser of each Security ("Beneficial Owner") is in 
turn to be recorded on the Direct and Indirect Participants’ records.  Beneficial Owners will not receive 
written confirmation from DTC of their purchase.  Beneficial Owners are, however, expected to receive 
written confirmations providing details of 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 2009 Bonds are to be accomplished by entries 
made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners.  Beneficial 
Owners will not receive certificates representing their ownership interests in the 2009 Bonds, except in 
the event that use of the book-entry system for the 2009 Bonds is discontinued.  

 
To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are 

registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be 
requested by an authorized representative of DTC.  The deposit of the 2009 Bonds with DTC and their 
registration in the name of Cede & Co. or such other DTC nominee do not effect any change in 
beneficial ownership.  DTC has no knowledge of the actual Beneficial Owners of the 2009 Bonds; 
DTC’s records reflect only the identity of the Direct Participants to whose accounts such Bonds are 
credited, which may or may not be the Beneficial Owners.  The Direct and Indirect Participants will 
remain responsible for keeping account of their holdings on behalf of their customers. 

 
Conveyance of notices and other communications by DTC to Direct Participants, by Direct 

Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any statutory or regulatory 
requirements as may be in effect from time to time.  Beneficial Owners of the 2009 Bonds may wish to 
take certain steps to augment the transmission to them of notices of significant events with respect to 
the 2009 Bonds, such as redemptions, tenders, defaults, and proposed amendments to the Security 
documents.  For example, Beneficial Owners of the 2009 Bonds may wish to ascertain that the 
nominee holding the 2009 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. 

 
Redemption notices shall be sent to DTC.  If less than all of the 2009 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 DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to 

the 2009 Bonds unless authorized by a Direct Participant in accordance with DTC’s Procedures.  Under 
its usual procedures, DTC mails an Omnibus Proxy to the 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 2009 Bonds are credited on the record date (identified in a listing attached to the 
Omnibus Proxy).  

 
Payments of principal of, premium, if any, and interest evidenced by the 2009 Bonds will be 

made to Cede & Co., or such other nominee as may be requested by an authorized representative of 
DTC.  DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and 
corresponding detail information from the School District or the Fiscal Agent, on payable date in 
accordance with their respective holdings shown on DTC’s records.  Payments by Participants to 
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Beneficial Owners will be governed by standing instructions and customary practices, as is the case 
with securities held for the accounts of customers in bearer form or registered in "street name," and will 
be the responsibility of such Participant and not of DTC (nor its nominee), the Fiscal Agent, or the 
School District, subject to any statutory or regulatory requirements as may be in effect from time to 
time.  Payment of principal of, premium, if any, and interest evidenced by the 2009 Bonds to Cede & 
Co. (or such other nominee as may be requested by an authorized representative of DTC) is the 
responsibility of the School District or the Fiscal Agent, disbursement of such payments to Direct 
Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial 
Owners will be the responsibility of Direct and Indirect Participants. 

 
DTC may discontinue providing its services as depository with respect to the 2009 Bonds at any 

time by giving reasonable notice to the School District or the Fiscal Agent.  Under such circumstances, 
in the event that a successor depository is not obtained, Security certificates are required to be printed 
and delivered.   

 
The School District may decide to discontinue use of the system of book-entry transfers through 

DTC (or a successor securities depository).  In that event, Bond certificates will be printed and 
delivered.   

 
Discontinuance of DTC Services.  If (a) DTC determines not to continue to act as securities 

depository for the 2009 Bonds, or (b) the Community Facilities District determines that DTC will no 
longer so act and delivers a written certificate to the Fiscal Agent to that effect, then the Community 
Facilities District will discontinue the Book-Entry Only System with DTC for the 2009 Bonds.  If the 
Community Facilities District determines to replace DTC with another qualified securities depository, 
the Community Facilities District will prepare or direct the preparation of a new single separate, fully 
registered Bond for each maturity of the 2009 Bonds registered in the name of such successor or 
substitute securities depository as are not inconsistent with the terms of the Fiscal Agent Agreement.  If 
the Community Facilities District fails to identify another qualified securities depository to replace the 
incumbent securities depository for the 2009 Bonds, then the 2009 Bonds will no longer be restricted to 
being registered in the Bond registration books in the name of the incumbent securities depository or its 
nominee, but will be registered in whatever name or names the incumbent securities depository or its 
nominee transferring or exchanging the 2009 Bonds designates. 

 
If the Book-Entry Only System is discontinued, the following provisions would also apply: (i) the 

2009 Bonds will be made available in physical form, (ii) principal of, and redemption premiums, if any, 
on, the 2009 Bonds will be payable upon surrender thereof at the corporate trust office of the Fiscal 
Agent in Los Angeles, California, (iii) interest on the 2009 Bonds will be payable by check mailed by 
first-class mail or, upon the written request of any Owner of $1,000,000 or more in aggregate principal 
amount of Bonds received by the Fiscal Agent on or prior to the 15th day of the calendar month 
immediately preceding the interest payment date, by wire transfer in immediately available funds to an 
account with a financial institution within the continental United States of America designated by such 
Owner, and (iv) the 2009 Bonds will be transferable and exchangeable as provided in the Fiscal Agent 
Agreement. 
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APPENDIX G 
 

FORM OF ISSUER CONTINUING DISCLOSURE CERTIFICATE 
 

CONTINUING DISCLOSURE CERTIFICATE 
(Community Facilities District) 

 
$3,230,000 

COMMUNITY FACILITIES DISTRICT NO. 2006-1 
OF THE SAUGUS UNION SCHOOL DISTRICT 

(IMPROVEMENT AREA NO. 3) 
2009 SPECIAL TAX BONDS 

 
This Continuing Disclosure Certificate (this “Disclosure Certificate”) is executed and delivered by 

Community Facilities District No. 2006-1 of the Saugus Union School District (the “District”) in 
connection with the issuance of the bonds captioned above (the “Bonds”) for its Improvement Area No. 
3.  The Bonds are being issued pursuant to a Fiscal Agent Agreement dated as of December 1, (the 
“Fiscal Agent Agreement”), by and between the Saugus Union School District (the “School District”), on 
behalf of the District, and U.S. Bank National Association, as fiscal agent (the “Fiscal Agent”).  The 
District hereby covenants and agrees as follows: 

 
Section 1.  Purpose of the Disclosure Certificate.  This Disclosure Certificate is being executed 

and delivered by the District for the benefit of the holders and beneficial owners of the Bonds and in 
order to assist the Participating Underwriter in complying with S.E.C. Rule 15c2-12(b)(5). 

 
Section 2.  Definitions.  In addition to the definitions set forth above and in the Fiscal Agent 

Agreement, which apply to any capitalized term used in this Disclosure Certificate unless otherwise 
defined in this Section, the following capitalized terms shall have the following meanings: 

 
“Annual Report” means any Annual Report provided by the District pursuant to, and as 

described in, Sections 3 and 4 of this Disclosure Certificate. 
 
“Annual Report Date” means the date that is nine months after the end of the District's fiscal 

year (currently March 31 based on the District’s fiscal year end of June 30). 
 
“Dissemination Agent” means Dolinka Group, LLC, or any successor Dissemination Agent 

designated in writing by the District and which has filed with the District a written acceptance of such 
designation.  

 
“Listed Events” means any of the events listed in Section 5(a) of this Disclosure Certificate. 
 
“MSRB” means the Municipal Securities Rulemaking Board, which has been designated by the 

Securities and Exchange Commission as the sole repository of disclosure information for purposes of 
the Rule.  

 
“Official Statement” means the final official statement executed by the District in connection with 

the issuance of the Bonds.  
 
“Participating Underwriter” means Stone & Youngberg LLC, the original underwriter of the 

Bonds required to comply with the Rule in connection with offering of the Bonds.  
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“Rule” means 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. 

 
Section 3.  Provision of Annual Reports. 
 
(a) The District shall, or shall cause the Dissemination Agent to, not later than the Annual 

Report Date, commencing March 31, 2009, with the report for the 2007-08 fiscal year, provide to the 
MSRB, in an electronic format as prescribed by the MSRB, an Annual Report that is consistent with the 
requirements of Section 4 of this Disclosure Certificate, with a copy to the Participating Underwriter; 
provided, however, that the first Annual Report due on March 31, 2009, shall consist solely of a copy 
of the Official Statement, and shall be filed with each nationally recognized municipal securities 
information repository and state repository designated as such by the Securities and Exchange 
Commission for purposes of the Rule, and otherwise in accordance with then-applicable procedures 
prescribed under the Rule.  Not later than 15 Business Days prior to the Annual Report Date, the 
District shall provide the Annual Report to the Dissemination Agent (if other than the District).  If by the 
Annual Report Date the Dissemination Agent (if other than the District) has not received a copy of the 
Annual Report, the Dissemination Agent shall contact the District to determine if the District is in 
compliance with the previous sentence.  The Annual 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 4 of this Disclosure Certificate; provided that the audited financial statements of the 
District may be submitted separately from the balance of the Annual Report, and later than the Annual 
Report Date, if not available by that date.  The audited financial statements of the District may be 
included within or constitute a portion of the audited financial statements of the Saugus Union School 
District.  If the District's fiscal year changes, it shall give notice of such change in the same manner as 
for a Listed Event under Section 5(c). 

 
(b) If the District does not provide, or cause the Dissemination Agent to provide, an Annual 

Report by the Annual Report Date as required in subsection (a) above, the Dissemination Agent shall 
provide to the MSRB, in an electronic format as prescribed by the MSRB, a notice in substantially the 
form attached as Exhibit A, with a copy to the Fiscal Agent (if different than the Dissemination Agent) 
and the Participating Underwriter.   

 
(c) The Dissemination Agent shall: 
 

(i) determine each year prior to the Annual Report Date the then-applicable rules 
and electronic format prescribed by the MSRB for the filing of annual continuing disclosure 
reports; and  

 
(ii) if the Dissemination Agent is other than the District, file a report with the District 

and the Participating Underwriter certifying that the Annual Report has been provided pursuant 
to this Disclosure Certificate, and stating the date it was provided. 
 
Section 4.  Content of Annual Reports.  The District's Annual Report shall contain or incorporate 

by reference the following documents and information: 
 
(a) The District's audited financial statements for the most recently completed fiscal year, 

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, together 
with the following statement: 
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THE DISTRICT'S ANNUAL FINANCIAL STATEMENT IS PROVIDED SOLELY TO 
COMPLY WITH THE SECURITIES EXCHANGE COMMISSION STAFF’S INTERPRETATION 
OF RULE 15C2-12.  NO FUNDS OR ASSETS OF THE DISTRICT OR THE SAUGUS UNION 
SCHOOL DISTRICT ARE REQUIRED TO BE USED TO PAY DEBT SERVICE ON THE 
BONDS, AND NEITHER THE DISTRICT NOR THE SAUGUS UNION SCHOOL DISTRICT IS 
OBLIGATED TO ADVANCE AVAILABLE FUNDS TO COVER ANY DELINQUENCIES.  
INVESTORS SHOULD NOT RELY ON THE FINANCIAL CONDITION OF THE DISTRICT OR 
THE SAUGUS UNION SCHOOL DISTRICT IN EVALUATING WHETHER TO BUY, HOLD OR 
SELL THE BONDS. 
 
(b) Total assessed value (per the Los Angeles County Assessor’s records) of all parcels 

currently subject to the Special Tax within the District, showing the total assessed valuation for all land 
and the total assessed valuation for all improvements within the District and distinguishing between the 
assessed value of improved and unimproved parcels.  Parcels are considered improved if there is an 
assessed value for the improvements in the Assessor's records. 

 
(c) The total dollar amount of delinquencies in the District as of August 1 of any year and, in 

the event that the total delinquencies within the District as of August 1 in any year exceed 5% of the 
Special Tax for the previous year, delinquency information for each parcel responsible for more than 
$5,000 in the payment of Special Tax, amounts of delinquencies, length of delinquency and status of 
any foreclosure of each such parcel. 

 
(d) The amount of prepayments of the Special Tax with respect to the District for the prior 

Fiscal Year. 
 
(e) A land ownership summary listing property owners responsible for more than 5% of the 

annual Special Tax levy, as shown on the Los Angeles County Assessor's last equalized tax roll prior to 
the September next preceding the Annual Report Date. 

 
(f) The principal amount of the Bonds outstanding and the balance in the Reserve Fund 

(along with a statement of the Reserve Requirement) as of the September 30 next preceding the 
Annual Report Date. 

 
(g) An updated table in substantially the form of the table in the Official Statement entitled 

“Appraised Values and Value to Burden Ratios” based upon the most recent information available, 
provided that assessed values shown on the Los Angeles County assessor’s most recent equalized tax 
roll prior to the September next preceding the Annual Report Date may be substituted for appraised 
values. 

 
(h) An updated table in substantially the form of the table in the Official Statement entitled 

“Direct and Overlapping Governmental Obligations” as of the District’s most recently completed fiscal 
year, but only until all of the property in the District is classified as “Developed Property” under the Rate 
and Method of Apportionment for the District. 

 
(i) Any changes to the Rate and Method of Apportionment for the District set forth in 

Appendix B to the Official Statement. 
 
(j) A copy of the annual information required to be filed by the District with the California 

Debt and Investment Advisory Commission pursuant to the Act and relating generally to outstanding 
District bond amounts, fund balances, assessed values, special tax delinquencies and foreclosure 
information. 
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(k) In addition to any of the information expressly required to be provided under paragraphs 

(a) through (j) of this Section, the District shall provide such further information, if any, as may be 
necessary to make the specifically required statements, in the light of the circumstances under which 
they are made, not misleading. 

 
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 are available to 
the public on the MSRB’s Internet web site or filed with the Securities and Exchange Commission.   The 
District shall clearly identify each such other document so included by reference.  

 
Section 5.  Reporting of Significant Events.  
 
(a) The District shall give, or cause to be given, notice of the occurrence of any of the 

following events with respect to the Bonds, if material: 
 

(1) Principal and interest payment delinquencies. 
(2) Non-payment related defaults. 
(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 or events affecting the tax-exempt status of the security. 
(7) Modifications to rights of security holders. 
(8) Contingent or unscheduled bond calls. 
(9) Defeasances. 
(10) Release, substitution, or sale of property securing repayment of the securities. 
(11) Rating changes. 

 
(b) Whenever the District obtains knowledge of the occurrence of a Listed Event, the District 

shall as soon as possible determine if such event would be material under applicable Federal securities 
law. 

 
(c) If the District determines that knowledge of the occurrence of a Listed Event would be 

material under applicable Federal securities law, the District shall, or shall cause the Dissemination 
Agent to, promptly file a notice of such occurrence with the MSRB, in an electronic format as prescribed 
by the MSRB, with a copy to the Fiscal Agent (if different than the Dissemination Agent) and the 
Participating Underwriter.  Notwithstanding the foregoing, notice of Listed Events described in 
subsections (a)(8) and (9) need not be given under this subsection any earlier than the notice (if any) of 
the underlying event is given to holders of affected Bonds pursuant to the Fiscal Agent Agreement; 
provided, however, that any notice of the occurrence of a Listed Event filed before July 1, 2009, shall 
be filed with the MSRB and each state repository designated as such by the Securities and Exchange 
Commission for purposes of the Rule, and otherwise in accordance with then-applicable procedures 
prescribed under the Rule. 

 
Section 6. Identifying Information for Filings with the MSRB.  All documents provided to the 

MSRB under the Disclosure Certificate shall be accompanied by identifying information as prescribed 
by the MSRB.  

 
Section 7.  Termination of Reporting Obligation.  The District's obligations under this Disclosure 

Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all of the 
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Bonds.  If such termination occurs prior to the final maturity of the Bonds, the District shall give notice of 
such termination in the same manner as for a Listed Event under Section 5(c). 

 
Section 8.  Dissemination Agent.  The District may, from time to time, appoint or engage a 

Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may 
discharge any such Agent, with or without appointing a successor Dissemination Agent.  The initial 
Dissemination Agent will be Dolinka Group, LLC.  

 
Section 9.  Amendment; Waiver.  Notwithstanding any other provision of this Disclosure 

Certificate, the District may amend this Disclosure Certificate, and any provision of this Disclosure 
Certificate may be waived, provided that the following conditions are satisfied: 

 
(a) if the amendment or waiver relates to the provisions of Sections 3(a), 4 or 5(a), it may 

only be made in connection with a change in circumstances that arises from a change in legal 
requirements, change in law, or change in the identity, nature, or status of an obligated person with 
respect to the Bonds, or type of business conducted; 

 
(b) the undertakings herein, as proposed to be amended or waived, would, in the opinion of 

nationally recognized bond counsel, have complied with the requirements of the Rule at the time of the 
primary offering of the Bonds, after taking into account any amendments or interpretations of the Rule, 
as well as any change in circumstances; and 

 
(c)  the proposed amendment or waiver either (i) is approved by holders of the Bonds in the 

manner provided in the Fiscal Agent Agreement for amendments to the Fiscal Agent Agreement with 
the consent of holders, or (ii) does not, in the opinion of the Fiscal Agent or nationally recognized bond 
counsel, materially impair the interests of the holders or beneficial owners of the Bonds. 

 
If the annual financial information or operating data to be provided in the Annual Report is 

amended pursuant to the provisions hereof, the first annual financial information filed pursuant hereto 
containing the amended operating data or financial information shall explain, in narrative form, the 
reasons for the amendment and the impact of the change in the type of operating data or financial 
information being provided.  

 
If an amendment is made to the undertaking specifying the accounting principles to be followed 

in preparing financial statements, the annual financial information for the year in which the change is 
made shall present a comparison between the financial statements or information prepared on the 
basis of the new accounting principles and those prepared on the basis of the former accounting 
principles.  The comparison shall include a qualitative discussion of the differences in the accounting 
principles and the impact of the change in the accounting principles on the presentation of the financial 
information, in order to provide information to investors to enable them to evaluate the ability of the 
District to meet its obligations.  To the extent reasonably feasible, the comparison shall be quantitative.  
A notice of the change in the accounting principles shall be filed in the same manner as for a Listed 
Event under Section 5(c). 

 
Section 10.  Additional Information.  Nothing in this Disclosure Certificate shall be deemed to 

prevent the District from disseminating any other information, using the means of dissemination set 
forth in this Disclosure Certificate or any other means of communication, or including any other 
information in any Annual Report or notice of occurrence of a Listed Event, in addition to that which is 
required by this Disclosure Certificate.  If the District chooses to include any information in any Annual 
Report or notice of occurrence of a Listed Event in addition to that which is specifically required by this 
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Disclosure Certificate, the District shall have no obligation under this Disclosure Certificate to update 
such information or include it in any future Annual Report or notice of occurrence of a Listed Event. 

 
Section 11.  Default.  In the event of a failure of the District to comply with any provision of this 

Disclosure Certificate, the Participating Underwriter or any holder 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 District to comply with its obligations under this Disclosure 
Certificate.  A default under this Disclosure Certificate shall not be deemed an Event of Default under 
the Fiscal Agent Agreement, and the sole remedy under this Disclosure Certificate in the event of any 
failure of the District to comply with this Disclosure Certificate shall be an action to compel 
performance. 

 
Section 12.  Duties, Immunities and Liabilities of Dissemination Agent.  The Dissemination 

Agent shall have only such duties as are specifically set forth in this Disclosure Certificate, and the 
District agrees to indemnify and save the Dissemination Agent, its officers, directors, employees and 
agents, harmless against any loss, expense and liabilities which it may incur arising out of or in the 
exercise or performance of its powers and duties hereunder, including the costs and expenses 
(including attorneys fees) of defending against any claim of liability, but excluding liabilities due to the 
Dissemination Agent's negligence or willful misconduct.  The Dissemination Agent shall have no duty or 
obligation to review any information provided to it hereunder and shall not be deemed to be acting in 
any fiduciary capacity for the District, the Property Owner, the Fiscal Agent, the Bond owners or any 
other party.  The obligations of the District under this Section shall survive resignation or removal of the 
Dissemination Agent and payment of the Bonds. 

 
Section 13.  Notices.  Any notice or communications to be among any of the parties to this 

Disclosure Certificate may be given as follows: 
 
To the Issuer: Community Facilities District No. 2006-1 
 of the Saugus Union School District 
 24930 Avenue Stanford 
 Santa Clarita, CA  91355 

Attention: Assistant Superintendent of Business 
 Fax: (661) 294-7525 
 
To the Fiscal Agent:  U.S. Bank National Association 
 550 South Hope Street, Suite 500 
 Los Angeles, California  90071 
 Attention: Corporate Trust Department 
 Fax: (213) 533-8777 
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To the Dissemination Agent: Dolinka Group, LLC  
 20 Pacifica, Suite 900 
 Irvine, California 92618 
 Fax: (949) 250-8301 
 
To the Participating Underwriter: Stone & Youngberg LLC 
 One Ferry Building 
 San Francisco, California  94111 
 Attention: Municipal Research Department 
 Fax: (415) 445-2395 
 
Any person may, by written notice to the other persons listed above, designate a different 

address or telephone number(s) to which subsequent notices or communications should be sent. 
 
Section 14.  Beneficiaries.  This Disclosure Certificate shall inure solely to the benefit of the 

District, the Fiscal Agent, the Dissemination Agent, the Participating Underwriter and holders and 
beneficial owners from time to time of the Bonds, and shall create no rights in any other person or 
entity. 

 
Section 15. Counterparts.  This Disclosure Certificate may be executed in several 

counterparts, each of which shall be regarded as an original, and all of which shall constitute one and 
the same instrument.  

 
Date: January 29, 2009 

COMMUNITY FACILITIES DISTRICT NO. 2006-1 
OF THE SAUGUS UNION SCHOOL DISTRICT  
 
 
 
By:    

Robert Cutting,  
Assistant Superintendent, Business Services,  

Saugus Union School District 
on behalf of Community Facilities District 

No. 2006-1 of the Saugus Union School District 
 
 
AGREED AND ACCEPTED: 
Dolinka Group, LLC,  
as Dissemination Agent 
 
 
 
By:         
Name:        
Title:         
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EXHIBIT A 
 

NOTICE OF FAILURE TO FILE ANNUAL REPORT 
 
 

Name of Issuer: Community Facilities District No. 2006-1 of the Saugus Union School 
District (the “District”) 

 
Name of Bond Issue: Community Facilities District No. 2006-1 of the Saugus Union School 

District (Improvement Area No. 3) 2009 Special Tax Bonds  

Date of Issuance:  January 29, 2009 
 
NOTICE IS HEREBY GIVEN that the District has not provided an Annual Report with respect to 

the above-named Bonds as required by the Continuing Disclosure Certificate dated January 29, 2009, 
executed by the District and countersigned by Dolinka Group, LLC, as dissemination agent.   The 
District anticipates that the Annual Report will be filed by _____________.  

 
Dated:   
 
 
DISSEMINATION AGENT: 
 
Dolinka Group, LLC 
 
 
 
By:       
Its:       
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APPENDIX H 
 

FORM OF PROPERTY OWNER DISCLOSURE CERTIFICATE 
 

CONTINUING DISCLOSURE CERTIFICATE 
(Property Owner) 

 
$3,230,000 

COMMUNITY FACILITIES DISTRICT NO. 2006-1 
OF THE SAUGUS UNION SCHOOL DISTRICT  

(IMPROVEMENT AREA NO. 3) 
2009 SPECIAL TAX BONDS 

 
This Continuing Disclosure Certificate (this “Disclosure Certificate”) is executed and delivered by 

_____________________, a ________________ (the “Property Owner”), in connection with the 
issuance by Community Facilities District No. 2006-1 of the Saugus Union School District (the “District”) 
of the bonds captioned above (the “Bonds”) for its Improvement Area No. 3.  The Bonds are being 
issued pursuant to a Fiscal Agent Agreement dated as of December 1, 2008 (the “Fiscal Agent 
Agreement”), by and between the Saugus Union School District (the “School District”), on behalf of the 
District, and  U.S. Bank National Association, as fiscal agent (the “Fiscal Agent”).  The Property Owner 
covenants and agrees as follows: 

 
Section 1.  Purpose of the Disclosure Certificate.  This Disclosure Certificate is being executed 

and delivered by the Property Owner for the benefit of the holders and beneficial owners of the Bonds. 
 
Section 2.  Definitions.  In addition to the definitions set forth above and in the Fiscal Agent 

Agreement, which apply to any capitalized term used in this Disclosure Certificate unless otherwise 
defined in this Section, the following capitalized terms shall have the following meanings: 

 
“Affiliate” [means any person directly (or indirectly through one or more intermediaries) under 

managerial control of the Property Owner, but excludes MS Rialto West Creek CA, LLC and 
LandSource Holding Company, LLC]  [means, collectively, (a) MSR Holding Company, LLC, a 
Delaware limited liability company, (b) Morgan Stanley Real Estate Funding II, L.P., a Delaware limited 
partnership, (c) MS Rialto Residential Holdings, LLC, a Delaware limited liability company, and (d) to 
the extent information about them could be material to potential investors in their investment decision 
regarding the Bonds (including without limitation information relevant to the proposed development of 
the property in Improvement Area No. 3 of the Community Facilities District, or to the Property Owner’s 
ability to pay the Special Taxes prior to delinquency), RLM Partners, LLC, a Delaware limited liability 
company, the Lennar Members (as defined in the Official Statement), and the G7 Fund (as defined in 
the Official Statement)].   

 
“Assumption Agreement” means an undertaking of a Major Owner, for the benefit of the holders 

and beneficial owners of the Bonds, containing terms substantially similar to this Disclosure Certificate 
(as modified for such Major Owner’s development and financing plans with respect to the District), 
whereby such Major Owner agrees to provide semi-annual reports and notices of significant events, 
setting forth the information described in sections 4 and 5 hereof, respectively, with respect to the 
portion of the property in the District owned by such Major Owner and, at the option of the Property 
Owner or such Major Owner, agrees to indemnify the Dissemination Agent (if any) pursuant to a 
provision substantially in the form of Section 12 hereof. 
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“Dissemination Agent” means U.S. Bank National Association, or any successor Dissemination 
Agent designated in writing by the Property Owner, with the written consent of the District, and which 
has filed with the Property Owner, the District and the Fiscal Agent a written acceptance of such 
designation, and which is experienced in providing dissemination agent services such as those required 
under this Disclosure Certificate. 

 
“Listed Events” means any of the events listed in Section 5(a) of this Disclosure Certificate. 
 
“Major Owner” means, as of any Report Date, an owner of land in Improvement Area No. 3 of 

the District responsible in the aggregate for 10% or more of the Special Taxes actually levied at any 
time during the then-current fiscal year. 

 
“MSRB” means the Municipal Securities Rulemaking Board, which has been designated by the 

Securities and Exchange Commission as the sole repository of disclosure information for purposes of 
the Rule.  

 
“Official Statement” means the final official statement executed by the District in connection with 

the issuance of the Bonds.  
 
“Participating Underwriter” means Stone & Youngberg LLC, the original underwriter of the 

Bonds required to comply with the Rule in connection with offering of the Bonds.  
 
“Property” means (i) the property owned by the Property Owner in Improvement Area No. 3 of 

the District as of the Report Date, and (ii) the property that was formerly owned by the Property Owner 
but is still subject to the undertakings of this Disclosure Certificate.  

 
“Report Date” means (a)  September 30 of each year, and (b)  March 31 of each year.  
 
“Rule” means 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. 
 
“Semi-Annual Report” means any Semi-Annual Report provided by the Property Owner 

pursuant to, and as described in, Sections 3 and 4 of this Disclosure Certificate. 
 
“Special Taxes” means the special taxes levied on the Property.  
 
Section 3.  Provision of Semi-Annual Reports. 
 
(a) The Property Owner shall, or upon written direction of the Property Owner the 

Dissemination Agent shall, not later than the Report Date, commencing March 31, 2009, provide to the 
MSRB, in an electronic format as prescribed by the MSRB, a Semi-Annual Report which is consistent 
with the requirements of Section 4 of this Disclosure Certificate with a copy to the Fiscal Agent (if 
different from the Dissemination Agent), the Participating Underwriter and the District; provided, 
however, that the first Semi-Annual Report due on March 31, 2009, shall be filed with each nationally 
recognized municipal securities information repository and state repository designated as such by the 
Securities and Exchange Commission for purposes of the Rule, and otherwise in accordance with then-
applicable procedures prescribed under the Rule.  Not later than 15 calendar days prior to the Report 
Date, the Property Owner shall provide the Semi-Annual Report to the Dissemination Agent (if different 
from the Property Owner).  The Property Owner shall provide a written certification with (or included as 
a part of) each Semi-Annual Report furnished to the Dissemination Agent (if different from the Property 
Owner), the Fiscal Agent (if different from the Dissemination Agent), the Participating Underwriter and 
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the District to the effect that such Semi-Annual Report constitutes the Semi-Annual Report required to 
be furnished by it under this Disclosure Certificate.  The Dissemination Agent, the Fiscal Agent, the 
Participating Underwriter and the District may conclusively rely upon such certification of the Property 
Owner and shall have no duty or obligation to review the Semi-Annual Report.  The Semi-Annual 
Report may be submitted as a single document or as separate documents comprising a package, and 
may incorporate by reference other information as provided in Section 4 of this Disclosure Certificate.  

 
(b) If the Dissemination Agent does not receive a Semi-Annual Report by 15 calendar days 

prior to the Report Date, the Dissemination Agent shall send a reminder notice to the Property Owner 
that the Semi-Annual Report has not been provided as required under Section 3(a) above.  The 
reminder notice shall instruct the Property Owner to determine whether its obligations under this 
Disclosure Certificate have terminated (pursuant to Section 7 below) and, if so, to provide the 
Dissemination Agent with a notice of such termination in the same manner as for a Listed Event 
(pursuant to Section 5 below).  If the Property Owner does not provide, or cause the Dissemination 
Agent to provide, a Semi-Annual Report to the MSRB by the Report Date as required in subsection (a) 
above, the Dissemination Agent shall provide to the MSRB, in an electronic format as prescribed by the 
MSRB, a notice in substantially the form attached as Exhibit A, with a copy to the Fiscal Agent (if other 
than the Dissemination Agent), the District and the Participating Underwriter.   

 
(c) The Dissemination Agent shall: 
 

(i) determine prior to each Report Date the then-applicable rules and 
electronic format prescribed by the MSRB for the filing of continuing disclosure reports; 
and;  

 
(ii) to the extent the Semi-Annual Report has been furnished to it, file a report 

with the Property Owner (if the Dissemination Agent is other than the Property Owner), 
the District and the Participating Underwriter certifying that the Semi-Annual Report has 
been provided pursuant to this Disclosure Certificate, and stating the date it was 
provided.  

 
Section 4.  Content of Semi-Annual Reports.  The Property Owner’s Semi-Annual Report shall 

contain or incorporate by reference the information set forth in Exhibit B, any or all of which may be 
included by specific reference to other documents, including official statements of debt issues of the 
Property Owner or related public entities, which are available to the public on the MSRB’s Internet web 
site or filed with the Securities and Exchange Commission.  The Property Owner shall clearly identify 
each such other document so included by reference.  

 
In addition to any of the information expressly required to be provided in Exhibit B, each Semi-

Annual Report shall include such further information, if any, as may be necessary to make the 
specifically required statements, in the light of the circumstances under which they are made, not 
misleading. 

 
Section 5.  Reporting of Significant Events. 
 
(a)  The Property Owner shall give, or cause to be given, notice of the occurrence of any of 

the following Listed Events with respect to itself or the Property, if material: 
 

(i) bankruptcy or insolvency proceedings commenced by or against the Property 
Owner and, if known, any bankruptcy or insolvency proceedings commenced by or against any 
Affiliate of the Property Owner; 
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(ii) failure to pay any taxes, special taxes (including the Special Taxes) or 

assessments due with respect to the Property prior to the delinquency date;  
 
(iii) filing of a lawsuit against the Property Owner or, if known, an Affiliate of the 

Property Owner, seeking damages which, if successful, could have a material and adverse 
impact on the Property Owner’s ability to pay Special Taxes prior to delinquency or to sell or 
develop the Property;  

 
(iv) material damage to or destruction of any of the improvements on the Property;  
 
(v) any payment default or other material default by the Property Owner on any loan 

with respect to the construction of improvements on the Property; and 
 
(vi) any cancellation of, failure to renew, or amendment or modification of any letter 

of credit to be provided by the Property Owner and described in the Official Statement, but 
excluding any permitted termination of the letter of credit or permitted reductions in the amount 
thereof. 
 
(b) Whenever the Property Owner obtains knowledge of the occurrence of a Listed Event, 

the Property Owner shall as soon as possible determine if such event would be material under 
applicable Federal securities law. 

 
(c) If the Property Owner determines that knowledge of the occurrence of a Listed Event 

would be material under applicable Federal securities law, the Property Owner shall, or shall cause the 
Dissemination Agent to, promptly file a notice of such occurrence with the MSRB, in an electronic 
format as prescribed by the MSRB, with a copy to the Fiscal Agent, the District and the Participating 
Underwriter; provided, however, that any notice of the occurrence of a Listed Event filed before July 1, 
2009, shall be filed with the MSRB and each state repository designated as such by the Securities and 
Exchange Commission for purposes of the Rule, and otherwise in accordance with then-applicable 
procedures prescribed under the Rule. 

 
Section 6. Identifying Information for Filings with the MSRB.  All documents provided to the 

MSRB under the Disclosure Certificate shall be accompanied by identifying information as prescribed 
by the MSRB.  

 
Section 7.  Duration of Reporting Obligation.   
 

(a)  All of the Property Owner’s obligations hereunder shall commence on the date 
hereof and shall terminate (except as provided in Section 12) on the earliest to occur of the 
following: 

 
(i) upon the legal defeasance, prior redemption or payment in full of all the 

Bonds, or  
 
(ii) at such time as Property is no longer responsible for payment of 10% or more 

of the Special Taxes, or  
 
(iii) the date on which the Property Owner prepays in full all of the Special Taxes 

attributable to the Property.  
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The Property Owner shall give notice of the termination of its obligations under this 
Disclosure Certificate in the same manner as for a Listed Event under Section 5. 

 
(b)  If a portion of the Property  is conveyed to a person or entity that, upon such 

conveyance, will be a Major Owner, the obligations of the Property Owner hereunder with 
respect to the property conveyed to such Major Owner may be assumed by such Major Owner 
and the Property Owner’s obligations hereunder will be terminated.  In order to effect such 
assumption, such Major Owner shall enter into an Assumption Agreement in form and 
substance satisfactory to the District and the Participating Underwriter.  [However, a Major 
Owner shall not be required to enter into an Assumption Agreement if such Major Owner is 
already a party to a continuing disclosure certificate in form and substance similar to this 
Disclosure Certificate with respect to the Bonds, and under which the property conveyed to such 
Major Owner will become subject to future Semi-Annual Reports.]  [So long as the Property 
Owner has not terminated its obligations under this Disclosure Certificate, any property acquired 
by the Property Owner from MS Rialto West Creek CA, LLC, shall be subject to this Disclosure 
Certificate automatically without the necessity of executing any assignment or assumption.] 
 
Section 8.  Dissemination Agent.  The Property Owner may, from time to time, with the written 

consent of the District, appoint or engage a Dissemination Agent to assist the Property Owner in 
carrying out its obligations under this Disclosure Certificate, and may discharge any such Dissemination 
Agent, with the written consent of the District, with or without appointing a successor Dissemination 
Agent.  The initial Dissemination Agent shall be U.S. Bank National Association.  The Dissemination 
Agent may resign by providing thirty days’ written notice to the District, the Property Owner and the 
Fiscal Agent. 

 
Section 9.  Amendment; Waiver.  Notwithstanding any other provision of this Disclosure 

Certificate, the Property Owner may amend this Disclosure Certificate, and any provision of this 
Disclosure Certificate may be waived, provided that the following conditions are satisfied (provided, 
however, that the Dissemination Agent shall not be obligated under any such amendment that modifies 
or increases its duties or obligations hereunder without its written consent thereto): 

 
(a) if the amendment or waiver  relates to the provisions of sections 3(a), 4 or 5(a), it may 

only be  made in connection with a change in circumstances that arises from a change in legal 
requirements, change in law, or change in the identity, nature, or status of an obligated person with 
respect to the Bonds, or type of business conducted; 

 
(b) the undertakings herein, as proposed to be amended or waived, would, in the opinion of 

nationally recognized bond counsel, have complied with the requirements of the Rule at the time of the 
primary offering of the Bonds, after taking into account any amendments or interpretations of the Rule, 
as well as any change in circumstances; and 

 
(c) the proposed amendment or waiver either (i) is approved by holders of the Bonds in the 

manner provided in the Fiscal Agent Agreement  with the consent of holders, or (ii) does not, in the 
opinion of nationally recognized bond counsel, materially impair the interests of the holders or beneficial 
owners of the Bonds. 

 
Section 10.  Additional Information. Nothing in this Disclosure Certificate shall be deemed to 

prevent the Property Owner from disseminating any other information, using the means of 
dissemination set forth in this Disclosure Certificate or any other means of communication, or including 
any other information in any Semi-Annual Report or notice of occurrence of a Listed Event, in addition 
to that which is required by this Disclosure Certificate. If the Property Owner chooses to include any 
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information in any Semi-Annual Report or notice of occurrence of a Listed Event in addition to that 
which is specifically required by this Disclosure Certificate, the Property Owner shall have no obligation 
under this Agreement to update such information or include it in any future Semi-Annual Report or 
notice of occurrence of a Listed Event. 

 
Section 11.  Default. In the event of a failure of the Property Owner to comply with any provision 

of this Disclosure Certificate, the Fiscal Agent shall (upon written direction and only to the extent 
indemnified to its satisfaction from any liability, cost or expense, including fees and expenses of its 
attorneys), and the Participating Underwriter and any holder 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 Property Owner to comply with its obligations under this Disclosure 
Certificate. A default under this Disclosure Certificate shall not be deemed an Event of Default under 
the Fiscal Agent Agreement, and the sole remedy under this Disclosure Certificate in the event of any 
failure of the Property Owner to comply with this Disclosure Certificate shall be an action to compel 
performance. 

 
Section 12.  Duties, Immunities and Liabilities of Dissemination Agent.  The Dissemination 

Agent shall have only such duties as are specifically set forth in this Disclosure Certificate, and the 
Property Owner agrees to indemnify and save the Dissemination Agent, its officers, directors, 
employees and agents, harmless against any loss, expense and liabilities which it may incur arising out 
of or in the exercise or performance of its powers and duties hereunder, including the reasonable costs 
and expenses (including attorneys’ fees) of defending against any claim of liability, but excluding any 
loss, expense and liabilities due to the Dissemination Agent’s negligence or willful misconduct or failure 
to perform its duties hereunder.  The Dissemination Agent shall be paid compensation for its services 
provided hereunder from the Administrative Expense Fund established under the Fiscal Agent 
Agreement in accordance with the Dissemination Agent’s schedule of fees as amended from time to 
time, which schedule, as amended, shall be reasonably acceptable, and all reasonable expenses, 
reasonable legal fees and advances made or incurred by the Dissemination Agent in the performance 
of its duties hereunder.  The Dissemination Agent shall have no duty or obligation to review any 
information provided to it hereunder and shall not be deemed to be acting in any fiduciary capacity for 
the District, the Property Owner, the Fiscal Agent, the Bond owners, or any other party. The obligations 
of the Property Owner under this Section shall survive resignation or removal of the Dissemination 
Agent and payment of the Bonds. 

 
Section 13.  Notices.  Any notice or communications to be among any of the parties to this 

Disclosure Certificate may be given as follows: 
 
To the Issuer: Community Facilities District No. 2006-1 
 of the Saugus Union School District 
 24930 Avenue Stanford 
 Santa Clarita, CA  91355 

Attention: Assistant Superintendent of Business 
 Fax: (661) 294-7525 
 
To the Dissemination Agent: U.S. Bank National Association 
and Fiscal Agent 550 South Hope Street, Suite 500 
 Los Angeles, California  90071 
 Attention: Corporate Trust Department 
 Fax: (213) 533-8777 
 
To the Participating Underwriter: Stone & Youngberg LLC 
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 One Ferry Building  
 San Francisco, California 94111 
 Attention: Municipal Research Department 
 Fax: (415) 445-2395 
 
To the Property Owner: ____________________ 
 ____________________ 
 ____________________, CA  9____ 
 Fax: ____________________ 
 
Any person may, by written notice to the other persons listed above, designate a different 

address or telephone number(s) to which subsequent notices or communications should be sent. 
 
Section 14.  Beneficiaries.  This Disclosure Certificate shall inure solely to the benefit of the 

District, the Property Owner (its successors and assigns), the Fiscal Agent, the Dissemination Agent, 
the Participating Underwriter and holders and beneficial owners from time to time of the Bonds, and 
shall create no rights in any other person or entity. All obligations of the Property Owner hereunder 
shall be assumed by any legal successor to the obligations of the Property Owner as a result of a sale, 
merger, consolidation or other reorganization. 
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Section 15. Counterparts.  This Disclosure Certificate may be executed in several 
counterparts, each of which shall be regarded as an original, and all of which shall constitute one and 
the same instrument.  

 
Date:   January 29, 2009 
____________________,  
a ____________________ 
 
By:        
 
Its:        
 
 

By:        
 
Title:        
 

AGREED AND ACCEPTED: 
U.S. Bank National Association, 
as Dissemination Agent 
 
 
 
By:          
Title:          
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EXHIBIT A 
 

NOTICE OF FAILURE TO FILE SEMI-ANNUAL REPORT 

 
Name of Issuer: Community Facilities District No. 2006-1 of the Saugus Union School 

District  
 
Name of Bond Issue: Community Facilities District No. 2006-1 of the Saugus Union School 

District (Improvement Area No. 3) 2009 Special Tax Bonds 

Date of Issuance:  January 29, 2009 
 
NOTICE IS HEREBY GIVEN that ____________ (the “Major Owner”) has not provided a Semi-

Annual Report with respect to the above-named bonds as required by that certain Continuing 
Disclosure Certificate (Property Owner), dated January 29, 2009.  The Major Owner anticipates that the 
Semi-Annual Report will be filed by  _____________.  

 
Dated:   
 
 
DISSEMINATION AGENT: 
U.S. Bank National Association 
 
 
By:  _______________________ 
Its:  _______________________ 
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EXHIBIT B 
 

SEMI-ANNUAL REPORT 
 

COMMUNITY FACILITIES DISTRICT NO. 2006-1 
OF THE SAUGUS Union School District 

(IMPROVEMENT AREA NO. 3) 
2009 SPECIAL TAX BONDS 

 
This Semi-Annual Report is hereby submitted under Section 4 of the Continuing Disclosure 

Certificate (the “Disclosure Certificate”) dated as of January 29, 2009, executed by the undersigned 
(the “Property Owner”) in connection with the issuance of the above-captioned bonds by Community 
Facilities District No. 2006-1 of the Saugus Union School District (the “District”) for its Improvement 
Area No. 3.  

 
Capitalized terms used in this Semi-Annual Report but not otherwise defined have the meanings 

given to them in the Disclosure Certificate. 
 

I. Property Ownership and Development 
 
The information in this section is provided as of ____________________ (this date must be not 

more than 60 days before the date of this Semi-Annual Report).  
 
A. Description of the Property currently owned by the Property Owner in Improvement Area 

No. 3 of the District (the “Property”):”) in substance and form similar to such information in the Official 
Statement for the Bonds.  

 
________________________________________________________________________ 
 
________________________________________________________________________ 
 
 
B. Updated information regarding land development and home construction activities 

described in the Official Statement for the Bonds or the Semi-Annual Report last filed in accordance 
with the Disclosure Certificate: 

 
________________________________________________________________________ 
 
________________________________________________________________________ 
 
C. Status of building permits and any material changes to the description of land use or 

development entitlements described in the Official Statement for the Bonds or the Semi-Annual Report 
last filed in accordance with the Disclosure Certificate: 

 
________________________________________________________________________ 
 
________________________________________________________________________ 
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D. Status of any land purchase contracts with regard to the Property, whether acquisition of 
land in the District by the Property Owner or sales of land to other property owners (other than 
individual homeowners). 

________________________________________________________________________ 
 
________________________________________________________________________ 
 

II. Legal and Financial Status of Property Owner 
 
Unless such information has previously been included or incorporated by reference in a Semi-

Annual Report, describe any material change in the legal structure of the Property Owner or the 
financial condition and financing plan of the Property Owner that would materially and adversely 
interfere with its ability to complete its development plan described in the Official Statement.  

 
________________________________________________________________________ 
 
________________________________________________________________________ 
 

III.  Change in Development or Financing Plans  
 
Unless such information has previously been included or incorporated by reference in a Semi-

Annual Report, describe any development plans or financing plans relating to the Property that are 
materially different from the proposed development and financing plan described in the Official 
Statement.   

________________________________________________________________________ 
 
________________________________________________________________________ 
 

IV.  Official Statement Updates 
 
Unless such information has previously been included or incorporated by reference in a Semi-

Annual Report, describe any other significant changes in the information relating to the Property Owner 
or the Property contained in the Official Statement under the headings “PROPERTY OWNERSHIP” and 
“PROPOSED PROPERTY DEVELOPMENT” that would materially and adversely interfere with the 
Property Owner’s ability to develop and sell the Property as described in the Official Statement. 

 
________________________________________________________________________ 
 
________________________________________________________________________ 
 

V.  Other Material Information 
 
In addition to any of the information expressly required above, provide such further information, 

if any, as may be necessary to make the specifically required statements, in the light of the 
circumstances under which they are made, not misleading. 

 
________________________________________________________________________ 
 
________________________________________________________________________ 
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Certification 
 
The undersigned Property Owner hereby certifies that this Semi-Annual Report constitutes the 

Semi-Annual Report required to be furnished by the Property Owner under the Disclosure Certificate. 
 
ANY OTHER STATEMENTS REGARDING THE PROPERTY OWNER, THE DEVELOPMENT 

OF THE PROPERTY, THE PROPERTY OWNER’S FINANCING PLAN OR FINANCIAL CONDITION, 
OR THE BONDS, OTHER THAN STATEMENTS MADE BY THE PROPERTY OWNER IN AN 
OFFICIAL RELEASE, OR FILED WITH THE MUNICIPAL SECURITIES RULEMAKING BOARD, ARE 
NOT AUTHORIZED BY THE PROPERTY OWNER.  THE PROPERTY OWNER IS NOT 
RESPONSIBLE FOR THE ACCURACY, COMPLETENESS OR FAIRNESS OF ANY SUCH 
UNAUTHORIZED STATEMENTS. 

 
THE PROPERTY OWNER HAS NO OBLIGATION TO UPDATE THIS SEMI-ANNUAL REPORT 

OTHER THAN AS EXPRESSLY PROVIDED IN THE DISCLOSURE CERTIFICATE. 
 

Dated:     
__________________________,  
a ___________________ 
 
By:        
 
Title:        
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APPENDIX I 

 

FORM OF OPINION OF BOND COUNSEL 

 
 Upon delivery of the Bonds in definitive form, Bowie, Arneson, Wiles & Giannone, 

Newport Beach, California, Bond Counsel to Community Facilities District No. 2006-1 of the 

Saugus Union School District, proposes to render its final opinion with respect to such Bonds in 

substantially the following form: 

 
 
Board of Trustees 
Saugus Union School District 
24930 Avenue Stanford 
Santa Clarita, CA 91355 
 
 Re: $3,230,000 Community Facilities District No. 2006-1 

  of the Saugus Union School District (Improvement Area No. 3) 
  2009 Special Tax Bonds  

  Final Opinion of Bond Counsel      
 
Ladies and Gentlemen: 
 
 We have acted as Bond Counsel in connection with the issuance and sale by Community 
Facilities District No. 2006-1 of the Saugus Union School District, (“District”) of $3,230,000 
aggregate principal amount of bonds designated “Community Facilities District No. 2006-1 of 
the Saugus Union School District (Improvement Area No. 3) 2009 Special Tax Bonds” (“2009 
Bonds”).  The 2009 Bonds are issued pursuant to the Mello-Roos Community Facilities Act of 
1982, as amended (comprising Chapter 2.5 of Part 1 of Division 2 of Title 5 of the Government 
Code of the State of California); Resolution No. 2008-42 adopted by the Board of Trustees of the 
Saugus Union School District (“School District”) acting in its capacity as the Legislative Body of 
the District on November 18, 2008; as amended by Resolution No. 2008-52 adopted by the 
Board of Trustees of the School District, acting in its capacity as the Legislative Body of the 
District on December 16, 2008; and the Fiscal Agent Agreement executed in connection 
therewith dated as of December 1, 2008, by and between the District and U.S. Bank National 
Association (“Fiscal Agent Agreement”).  Capitalized terms used herein and not otherwise 
defined shall have the meanings given such terms in the Fiscal Agent Agreement. 
 
 As Bond Counsel, we have examined copies certified to us as being true and complete 
copies of the proceedings in connection with the formation of the District and the issuance of the 
2009 Bonds (“District Proceedings”).  We have also examined certificates and representations of 
fact made by public officials and officers of the District and the School District, the Underwriter 
and others as we have deemed necessary to render this opinion. 
 
 Attention is called to the fact that we have not been requested to examine and have not 
examined any documents or information relating to the District or the School District other than 
the record of the District Proceedings hereinabove referred to, and no opinion is expressed as to 
any financial or other information, or the adequacy thereof which has been or may be supplied to 
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any purchaser of the 2009 Bonds.  In rendering this opinion, we have relied upon the 
representations of fact and certifications referred to above, and we have not undertaken by 
independent investigation to verify the accuracy of the factual matters represented, warranted or 
certified therein. 
 
 The Fiscal Agent Agreement, the Tax Certificate and other documents related to the 
District Proceedings refer to certain requirements and procedures which may be changed and 
certain actions which may be taken or omitted under the circumstances and subject to terms and 
conditions set forth in such documents.  No opinion is expressed herein as to the 2009 Bonds or 
the interest thereon if any such change is made, or action is taken or omitted upon the advice or 
approval of counsel other than ourselves. 
 
 No opinion is expressed herein as to the accuracy, completeness or sufficiency of the 
Official Statement or other offering material relating to the 2009 Bonds. 
 
 The opinions expressed herein are based on an analysis of existing laws, regulations, 
rulings and court decisions.  The opinions may be affected by actions or events occurring after 
the date hereof.  We have not undertaken to determine, or to inform any person, whether any 
such actions or events occur.  Our engagement with respect to the 2009 Bonds has concluded 
with the issuance thereof and we disclaim any obligation to update this opinion.  As to questions 
of fact material to our opinion, we have relied upon the representations of fact and certifications 
referred to above, and we have not undertaken by independent investigation to verify the 
authenticity of signatures or the accuracy of the factual matters represented, warranted or 
certified therein.  Furthermore, we have assumed compliance with all covenants contained in the 
Fiscal Agent Agreement, the Tax Certificate and other documents related to the District 
Proceedings, including, without limitation, covenants compliance with which is necessary to 
assure that future actions or events will not cause the interest on the 2009 Bonds to be included 
in gross income for federal income tax purposes.  Failure to comply with certain of such 
covenants may cause interest on the 2009 Bonds to be included in gross income for federal 
income tax purposes retroactive to the date of original issuance of the 2009 Bonds. 
 
 In addition, we call attention to the fact that the rights and obligations under the 2009 
Bonds, the Fiscal Agent Agreement and the Tax Certificate and other documents related to the 
District Proceedings are subject to bankruptcy, insolvency, reorganization, arrangement, 
fraudulent conveyance, moratorium and other laws relating to creditors' rights and remedies, to 
the application of equitable principles, to the exercise of judicial discretion in appropriate cases 
and to limitations on legal remedies against school districts in the State of California (“State”).  
We advise you that a State court may not strictly enforce certain covenants in the foregoing 
documents if it concludes that enforcement would be unreasonable under the circumstances. 
 
 Based on and subject to the foregoing, and in reliance thereon, and our consideration of 
such questions of law as we have deemed relevant to the circumstances, we are of the following 
opinions: 
 
 1. The District has, and the District Proceedings show, full power and authority to 
issue the 2009 Bonds.  The 2009 Bonds constitute legal, valid and binding obligations of the 
District, payable in accordance with their terms.  The 2009 Bonds are limited obligations of the 
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District payable solely from and secured by a pledge of the Net Taxes, and from other funds and 
accounts pursuant to the Fiscal Agent Agreement, and are not obligations of the School District, 
the State or any public agency thereof (other than the District).  The District has the full right, 
power and authority to levy and pledge the Net Taxes to the Owners of the 2009 Bonds.  
 
 2. The Fiscal Agent Agreement has been duly and validly authorized, executed and 
delivered by, and constitutes a valid and binding obligation of, the District. 
 
 3. Interest on the 2009 Bonds (including any original issue discount properly 
allocable to the owner thereof) is excluded from gross income for federal income tax purposes 
under Section 103 of the Internal Revenue Code of 1986, as amended, and is exempt from State 
personal income taxes.  Interest on the 2009 Bonds is not a specific preference item for purposes 
of the federal alternative minimum taxes imposed on individuals and corporations, although it 
should be noted that, with respect to corporations, such interest will be included as an adjustment 
in the calculation of alternative minimum taxable income which may affect the alternative 
minimum tax liability of such corporations. We express no opinion regarding other tax 
consequences related to the 2009 Bonds or to the accrual or receipt of the interest on the 2009 
Bonds. 
 
 We express no opinion as to any matter other than as expressly set forth above. 
 
      Very truly yours, 
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COMMUNITY FACILITIES DISTRICT BOUNDARY MAP 
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