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MATURITY SCHEDULE

IMPROVEMENT AREA A
SPECIAL TAX BONDS
$2,065,000 Serial Bonds

Base CUSIP No. 738855

Maturity Principal Interest CUSIP. Maturity Principal Interest

(September 1) Amount Rate Price No. (September 1) Amount Rate Price
2003 $ 5,000 3.75% 100% BV6 2011 $125,000 5.30% 100%
2004 15,000 4.00 100 Bw4 2012 145,000 5.40 100
2005 30,000 4.20 100 BX2 2013 165,000 5.50 100
2006 40,000 4.40 100 BYO 2014 190,000 5.60 100
2007 55,000 4,70 100 BZ7 2015 215,000 5.70 100
2008 70,000 4.90 100 CAl 2016 240,000 5.80 100
2009 90,000 5.00 100 CB9 2017 270,000 5.90 100
2010 105,000 5.20 100 CC7 2018 305,000 5.95 100

$705,000 6.00% Term Improvement Area A Bonds due September 1, 2020,
Price 100% CUSIP No. 738855CN3

$2,495,000 6.00% Term Improvement Area A Bonds due September 1, 2025,
Price 99.75% CUSIP No. 738855CP8

$4,435,000 6.10% Term Improvement Area A Bonds due September 1, 2031,
Price 100% CUSIP No. 738855CQ6

MATURITY SCHEDULE

IMPROVEMENT AREA B
SPECIAL TAX BONDS
$1,335,000 Serial Bonds

Base CUSIP No. 738855

Maturity Principal Interest CUSIP. Maturity Principal Interest

(September 1) Amount Rate Price No. (September 1) Amount Rate Price
2004 $ 10,000 4.00% 100% CR4 2012 $ 95,000 5.40% 100%
2005 20,000 4.20 100 CS2 2013 110,000 5.50 100
2006 25,000 4.40 100 CTO 2014 125,000 5.60 100
2007 35,000 4.70 100 cu? 2015 140,000 5.70 100
2008 45,000 4.90 100 CV5 2016 155,000 5.80 100
2009 55,000 5.00 100 CW3 2017 175,000 5.90 100
2010 70,000 5.20 100 CXi1 2018 195,000 5.95 100
2011 80,000 5.30 100 CY9

$460,000 6.00% Term Improvement Area B Bonds due September 1, 2020,
Price 100% CUSIP No. 738855DG7
$1,630,000 6.00% Term Improvement Area B Bonds due September 1, 2025,
Price 99.75% CUSIP No. 738855DHS
$2,920,000 6.10% Term Improvement Area B Bonds due September 1, 2031,
Price 100% CUSIP No. 738855DJ1

CUSIP.

CDs

CE3
CF0
CG8
CH6
Cl2
CK9
CL7

CUSIP.

CZ6
DAO
DB8
DCé
DD4
DE2
DF9
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NO DEALER, BROKER, SALESPERSON OR ANY OTHER PERSON HAS BEEN
AUTHORIZED TO GIVE ANY INFORMATION OR MAKE ANY REPRESENTATION WITHRESPECT
TO THE 2001 BONDS, OTHER THAN AS CONTAINED IN THIS OFFICIAL STATEMENT, AND, IF
GIVEN OR MADE, ANY SUCH INFORMATION OR REPRESENTATION MUST NOT BE RELIED
UPON AS HAVING BEEN AUTHORIZED BY THE SCHOOL DISTRICT, THE COMMUNITY
FACILITIES DISTRICT OR THE UNDERWRITER. THIS OFFICIAL STATEMENT DOES NOT
CONSTITUTE AN OFFER OF ANY SECURITIES OTHER THAN THOSE DESCRIBED ON THE
COVER PAGE OR AN OFFER TO SELL OR A SOLICITATION OF AN OFFER TO BUY NOR SHALL
THERE BE ANY SALE OF THE 2001 BONDS BY ANY PERSON IN ANY JURISDICTION IN WHICH
IT IS UNLAWFUL TO MAKE SUCH OFFER, SOLICITATION OR SALE. THIS OFFICIAL
STATEMENT IS NOT TO BE CONSTRUED AS A CONTRACT WITH THE PURCHASERS OF THE
2001 BONDS. '

Statements contained in this Official Statement which involve estimates, forecasts or matters of
opinion, whether or not expressly so described herein, are intended solely as such and are not to be construed
as representations of fact. The information set forth herein has been furnished by the School District, or
other sources which are believed to be reliable, but it 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. The information
and expressions of opinion herein are subject to change without notice and neither the delivery of this
Official Statement nor any sale made hereunder shall, under any circumstances, create any implication that
there has been no change in the affairs of the School District or the Community Facilities District since the
date hereof.

This Official Statement is submitted in connection with the sale of securities referred to herein and
may not be reproduced or be used, as a whole or in part, for any other purpose.

IN CONNECTION WITH THE OFFERING OF THE 2001 BONDS, THE UNDERWRITER MAY
OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET
PRICE OF THE 2001 BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL
IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT
ANY TIME. THE UNDERWRITER MAY OFFER AND SELL THE 2001 BONDS TO CERTAIN
DEALERS AND DEALER BANKS AND BANKS ACTING AS AGENT AND OTHERS AT PRICES
LOWER THAN THE PUBLIC OFFERING PRICES STATED ON THE COVER PAGE HEREOF AND
SAID PUBLIC OFFERING PRICES MAY BE CHANGED FROM TIME TO TIME BY THE
UNDERWRITER.

THE 2001 BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933,
AS AMENDED, IN RELIANCE UPON AN EXEMPTION CONTAINED IN SUCH ACT. THE 2001
BONDS HAVE NOT BEEN REGISTERED OR QUALIFIED UNDER THE SECURITIESLAWS OFANY
STATE.
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OFFICIAL STATEMENT

POWAY UNIFIED SCHOOL DISTRICT COMMUNITY FACILITIES DISTRICT NO. 10
(TORREY HIGHLANDS - SUBAREA 1V) '
$9,700,000 IMPROVEMENT AREA A SPECIAL TAX BONDS AND
$6,345,000 IMPROVEMENT AREA B SPECIAL TAX BONDS

INTRODUCTION

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 appendices hereto, and the documents summarized or described
herein. A full review should be made of the entire Official Statement. The offering of the 2001 Bonds to
potential investors is made only by means of the entire Official Statement.

General

This Official Statement, including the cover page and appendices hereto, is provided to furnish
information regarding the Poway Unified School District Community Facilities District No. 10 (Torrey
Highlands - Subarea IV) Improvement Area A Special Tax Bonds (the “Improvement Area A Bonds”) and
Improvement Area B Special Tax Bonds (the “Improvement Area B Bonds,” and together with the
Improvement Area A Bonds, the “2001 Bonds™). For purposes hereof, “Subarea” refers to each separate
Developer’s ownership.

The 2001 Bonds are issued pursuant to the Act (as defined below) and two Bond Indentures, each
dated as of September 1, 2001 (each a “Bond Indenture” and together, the “Bond Indentures”), each by and
between the School District (as defined below) and State Street Bank and Trust Company of California, N.A.,
as fiscal agent (the “Fiscal Agent”). See “THE 2001 BONDS - Authority of Issuance” herein. The
Community Facilities District may issue additional bonds payable on a parity with either Series of the 2001
Bonds for refunding purpose only.

The School District

The Poway Unified School District (the “School District”) is located north of the City of San Diego
(the “City”). The School District was originally formed in 1962. The School District currently covers
approximately 99.1 square miles in the central portion of the County of San Diego (the “County”) and
includes the City of Poway and portions of the City of San Diego and the County, including the communities
of Black Mountain Ranch, Carmel Mountain Ranch, Rancho Bernardo, Rancho Pefiasquitos, Sabre Springs,
Santaluz, Santa Fe Valley, Torrey Highlands and 4S Ranch. The School District currently operates twenty-
one (21) elementary schools, five (5) middle schools, three (3) high schools, one (1) continuation high school
and one (1) adult school. The School District had approximately 32,500 students enrolled during Fiscal
Year 2000-2001. See APPENDIX A - “General Information About the Poway Unified School District”
herein.

The Community Facilities District

The Community Facilities District and six (6) Improvement Areas therein designated as Improvement
Areas A through F inclusive, were formed and established by the School District on August 27, 2001
pursuant to the Mello-Roos Community Facilities Act of 1982, as amended (Section 53311 et seq. of the
California Government Code, the “Act’), following a public hearing and landowner elections at which the
qualified electors of each Improvement Area of the Community Facilities District, by more than a two-thirds
vote, authorized the Community Facilities District to incur a separate bonded indebtedness of the Community
Facilities District for each Improvement Area to finance the acquisition of certain road improvements (the
“City Facilities”). The qualified electors of Improvement Area A authorized bonded indebtedness in the
aggregate not-to-exceed amount of $13,000,000 and the qualified electors of Improvement Area B authorized
bonded indebtedness in the aggregate not-to-exceed amount of $9,000,000 and approved the levy of special
taxes (the “Special Taxes”) in each respective Improvement Area. The qualified electors of the Community



Facilities District also authorized the issuance of bonds to finance school facilities (the “School Facilities™)
in the aggregate principal amount of not to exceed $45,000,000, such amount to be payable from special
taxes levied pursuant to a separate Rate and Method of Apportionment of Special Tax levied on property
within the Community Facilities District (including Improvement Area C, Improvement Area D,
Improvement Area E and Improvement Area F). -

The cost of the School Facilities is expected to exceed the cost of the City Facilities. The School
Facilities will be financed through the payment of a one-time special tax on or before the date a building
permit is issued and by the levy of an annual special tax on Developed Property as set forth in the
Community Facilities District No. 10 Rate and Method of Apportionment of Special Tax. See “SECURITY
FOR THE 2001 BONDS - Rate and Method - Community Facilities District No. 10 Rate and Method.” The
School District will use such special taxes and bond proceeds for the acquisition, construction, rehabilitation,
improvement of the School Facilities and related administrative expenses. The 2001 Bonds are not secured
by or payable from the special tax levied to finance the School Facilities. The 2001 Bonds will only finance
City Facilities and will not finance School Facilities.

Once duly established, a community facilities district is a legally constituted governmental entity
established for the purpose of financing specific facilities and services within defined boundaries. Subject
to approval by a two-thirds vote of the qualified voters within a community facilities district or improvement
area therein, as applicable, and compliance with the provisions of the Act, acommunity facilities district may
issue bonds and may levy and collect special taxes to repay such bonded indebtedness, including interest
thereon.

The Community Facilities District is non-contiguous, but generally is located along the future
extension of Camino Ruiz south of Carmel Valley Road in the northern portion of the City. The Community
Facilities District consists of approximately 470 gross acres of partially developed property. Improvement
Area A consists of approximately 187 gross acres (approximately 50.8 net acres) and Improvement Area B
consists of approximately 106 gross acres (approximately 37.2 net acres).

The property within Improvement Area A of the Community Facilities District is owned by two
major landowners (or their affiliates) and the taxable property within Improvement Area B is owned by two
major landowners. It is expected that approximately 50.8 net acres in Improvement Area A and
approximately 37.23 net acres in Improvement Area B proposed for residential development will be subject
to the Special Tax.

The major landowners in Improvement Area A are: (i) three Delaware limited liability companies
formed by Western Pacific Housing (collectively the “WPH LLCs”) or affiliates thereof, which in the
aggregate own approximately 42.3 net acres expected to be developed with approximately 301 single family
detached homes; and (ii) DR Horton San Diego Holding Company Incorporated, a California corporation
(“DR Horton™) which owns approximately 8.5 net acres expected to be developed with approximately 65
single family detached homes (“Bryn Glen”).

The major landowners in Improvement Area B are: (i) LEN - Greystone Torrey Highlands, LLC
(“LEN - Greystone™), a Delaware limited liability company which owns approximately 26.2 net acres
expected to be developed with approximately 157 single family detached homes and Greystone Homes, Inc.,
a Delaware corporation (“Greystone Homes™) which acquires from LEN - Greystone lots for which building
permits have been issued and (ii) Standard Pacific Corp., a Delaware corporation (“Standard Pacific”) which
owns approximately 11.0 net acres to be developed with approximately 78 single family detached homes.
The WPH LLCs, DR Horton, LEN - Greystone (including Greystone Homes ownership interest in the LEN -
Greystone parcels) and Standard Pacific are each individually referred to as a “Developer” and collectively
referred to as the “Developers™). Detailed information about the location of and property ownership and land
uses in the Community Facilities District is set forth in “COMMUNITY FACILITIES DISTRICT NO. 10
(TORREY HIGHLANDS - SUBAREA IV)” herein.

Purpose of the 2001 Bonds
The Community Facilities District was formed pursuant to a Torrey Highlands - Subarea IV School

Impact Mitigation Agreement dated as of July 1, 1996 among the School District and various landowners,
as amended by the Supplement to School Impact Mitigation Agreement dated as of August 27, 2001 by and



among the School District and the owners of land or the holders of options to purchase land within the
Community Facilities District, including the Developers (collectively, the “Impact Mitigation Agreement”).
The Impact Mitigation Agreement originally required the property owners (and their successors-in-interest)
to include their property in a community facilities district in order to finance School Facilities and was
subsequently amended to provide for the issuance of bonds of the Improvement Areas to fund City Facilities
and to provide assurances to the School District for the timely construction of Camino Ruiz (Phase 1)
between Carmel Valley Road and State Route 56 providing construction and permanent access to the
Westview High School (currently scheduled to open in September 2002) and of Street “B” from Camino Ruiz
to provide both construction and permanent access to the elementary school to be constructed within the
Community Facilities District. See “CITY FACILITIES TO BE FINANCED WITH PROCEEDS OF THE
2001 BONDS” and “COMMUNITY FACILITIES DISTRICT NO. 10 (TORREY HIGHLANDS -
SUBAREA 1V) - Property Ownership and Development -Development Plan™ herein.

Sources of Payment for the 2001 Bonds

The Improvement Area A Bonds and the Improvement Area B Bonds are secured by and payable
from a first pledge of “Net Special Tax Revenues,” of the applicable Improvement Area which is defined as
proceeds of the Special Taxes levied and received by the Community Facilities District with respect to the
applicable Improvement Area, including the net amounts collected from the redemption of delinquent Special
Taxes including the penalties and interest thereon and from the sale of property sold as a result of the
foreclosure of the lien of the Special Taxes resulting from the delinquency in the payment of the Special
Taxes due and payable on such property, and net of the County, foreclosure counsel and other fees and
expenses incurred by or on behalf of the Community Facilities District or the School District in undertaking
such foreclosure proceedings, less Administrative Expenses (as defined in the applicable Bond Indenture)
not to exceed $15,000 with respect to Improvement Area A and $15,000 with respect to Improvement Area
B. “Special Taxes” are defined in each Bond Indenture as the proceeds of the special taxes levied and
received by the Community Facilities District within the applicable Improvement Area of the Community
Facilities District and the “Delinquency Proceeds” as described above.

Pursuant to the Act, the applicable Rate and Method of Apportionment of Special Tax for the
Community Facilities District, and for each Improvement Area therein (each a “Rate and Method”), the
Resolution of Formation (as defined herein) and the applicable Bond Indenture, so long as each Series of
Bonds are outstanding, the Community Facilities District will annually ascertain the parcels on which the
Special Taxes are to be levied taking into account any subdivisions of parcels during the applicable Fiscal
Year. The Community Facilities District shall effect the levy of the Special Taxes in accordance with the
applicable Rate and Method and the Act each Fiscal Year so that the computation of such levy is complete
and transmitted to the Auditor of the County before the final date on which the Auditor of the County will
accept the transmission of the Special Taxes for the parcels within the Improvement Area for inclusion on
the next real property tax roll. See “SECURITY FOR THE 2001 BONDS - Special Taxes” herein.

Each Rate and Method exempts from the Special Tax all property owned by the State, the federal
government and local governments, as well as certain other properties, subject to certain limitations. See
“SECURITY FOR THE 2001 BONDS - Rates and Methods” and “BONDOWNERS’ RISKS - Exempt

Properties.”

The Improvement Area A Bonds and the Improvement Area B Bonds are secured by a first pledge
of all moneys deposited in the applicable Reserve Fund. See “SECURITY FOR THE 2001 BONDS.” A
separate Reserve Fund will be established out of the proceeds of the sale of the Improvement Area A Bonds
and the Improvement Area B Bonds, respectively, in an amount equal to the applicable Reserve Requirement.
Each Bond Indenture defines each Reserve Requirement as an amount, as of any date of calculation, equal
to the least of (i) the then maximum annual debt service on the Improvement Area A Bonds or Improvement
Area B Bonds, as applicable, (ii) 125% of the then average annual debt service on the Improvement Area A
Bonds or Improvement Area B Bonds, as applicable or (iii) 10% of the initial principal amount of the
Improvement Area A Bonds or Improvement Area B Bonds, as applicable, less original issue discount, if any,
plus original issue premium, if any. The ability of the Board of Education, in its capacity as legislative body
of the Community Facilities District, to increase the annual Special Taxes levied to replenish each Reserve
Fund is subject to the maximum annual amount of Special Taxes authorized by the qualified voters of the
applicable Improvement Area. The moneys in a Reserve Fund will only be used for payment of principal
of, interest and any redemption premium on, the related Improvement Area A Bonds or Improvement Area B
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Bonds, as applicable, and at the direction of the Community Facilities District, for payment of rebate
obligations related to the applicable Series of Bonds. See “SECURITY FOR THE 2001 BONDS - Reserve
Funds.”

The Community Facilities District has also covenanted in the Bond Indentures 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 2001
BONDS - Proceeds of Foreclosure Sales.”

NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE SCHOOL
DISTRICT, THE COMMUNITY FACILITIES DISTRICT (EXCEPT TO THE LIMITED EXTENT
DESCRIBED HEREIN) OR THE STATE OR ANY POLITICAL SUBDIVISION THEREOF IS
PLEDGED TO THE PAYMENT OF THE 2001 BONDS. OTHER THAN THE SPECIAL TAXES OF
THE APPLICABLE IMPROVEMENT AREA, NO TAXES ARE PLEDGED TO THE PAYMENT
OF IMPROVEMENT AREA A BONDS OR THE IMPROVEMENT AREA B BONDS. THE
IMPROVEMENT AREA A BONDS AND THE IMPROVEMENT AREA B BONDS ARE NOT A
GENERAL OBLIGATION OF THE COMMUNITY FACILITIES DISTRICT, BUT ARE LIMITED
OBLIGATIONS OF THE COMMUNITY FACILITIES DISTRICT PAYABLE SOLELY FROM
THE SPECIAL TAXES OF THE APPLICABLE IMPROVEMENT AREA AS MORE FULLY
DESCRIBED HEREIN.

Appraisal

An MAI appraisal of the land and existing improvements for each development within Improvement
Area A and Improvement Area B of the Community Facilities District dated August 14, 2001 (the
“Appraisal”), was prepared by Stephen G. White, MAI of Fullerton, California (the “Appraiser”) in
connection with issuance of the Improvement Area A Bonds and the Improvement Area B Bonds. The
purpose of the appraisal was to estimate the market value of the land in its as is condition, subject to the lien
of Special Taxes of each such development. The subject property in Improvement Area A includes property
proposed for development of 366 single family detached units. The subject property in Improvement Area
B includes property proposed for development of 235 single family detached units. The Appraisal is based
on certain assumptions. Subject to these assumptions, the Appraiser estimated that the market value of the
land within the Improvement Areas (subject to the lien of the Special Taxes) as of July 1, 2001 was as
follows:

Improvement Area A

Western Pacific Housing - Torrey Glenn, LLC $11,800,000
Western Pacific Housing - Montellano, LLC 18,450,000
Western Pacific Housing - Cabrera, LLC 15,250,000
DR Horton - Bryn Glen 7.470.000

Total ~ $52,970,000

Improvement Area B
LEN - Greystone - Greystone Highlands $43,150,000

M Subsequent to the date of value of the Appraisal, 78 lots were sold by LEN - Greystone to Standard Pacific on July
11,2001.

The market values include the value of tract map approvals on each of the projects, grading completed on
four of the projects, and homes under construction on the LEN - Greystone Highlands project. The
$52,970,000 and $43,150,000 aggregate market values reported in the Appraisal results in an estimated
value-to-lien ratios of 5.41 to 1 with respect to Improvement Area A and 6.75 to 1 with respect to
Improvement Area B, calculated in each case with respect to all direct and overlapping tax and assessment
debt as of the estimated closing date. The value-to-lien ratios of individual parcels will differ from the
foregoing aggregate values. See “COMMUNITY FACILITIES DISTRICT NO. 10(TORREY HIGHLANDS
-SUBAREAV - Appraised Property Values,” COMMUNITY FACILITIES DISTRICT NO. 10(TORREY
HIGHLANDS - SUBAREA IV - Direct and Overlapping Debt” and “BONDOWNERS’ RISKS - Appraised
Values” herein and APPENDIX C - “Summary Appraisal Report” appended hereto for further information
on the Appraisal and for limiting conditions relating to the Appraisal. See APPENDIX D - “Summary



Market Absorption Study” for a discussion of the assumptions and limiting conditions of the Market
Absorption Study.

Tax Exemption

Assuming compliance with certain covenants and provisions of the Internal Revenue Code of 1986,
in the opinion of Bond Counsel, interest on the 2001 Bonds will not be includable in gross income for federal
income tax purposes although it may be includable in the calculation for certain taxes. Also in the opinion
of Bond Counsel, interest on the 2001 Bonds will be exempt from State personal income taxes. See “LEGAL
MATTERS - Tax Exemption” herein.

Risk Factors Associated with Purchasing the 2001 Bonds

Investment in the 2001 Bonds involves risks that may not be appropriate for some investors. See the
section of this Official Statement entitled “BONDOWNERS’ RISKS” for a discussion of certain risk factors
which should be considered, in addition to the other matters set forth herein, in considering the investment
quality of the 2001 Bonds.

Forward Looking Statements

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 a “plan,” “expect,” “estimate,” “project,” “budget” or similar
words. Such forward-looking statements include, but are not limited to certain statements contained in the
information under the caption “COMMUNITY FACILITIES DISTRICT NO. 10(TORREY HIGHLANDS -
SUBAREA IV” and “ - Property Ownership and the Developments” therein.

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 BEMATERIALLY DIFFERENTFROM ANY
FUTURE RESULTS, PERFORMANCE OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY SUCH
FORWARD-LOOKING STATEMENTS. THE COMMUNITY FACILITIES DISTRICT AND THE
SCHOOL DISTRICT DONOT PLAN TO ISSUE ANY UPDATES OR REVISIONS TO THE FORWARD-
LOOKING STATEMENTS SET FORTH IN THIS OFFICIAL STATEMENT.

Professionals Involved in the Offering

State Street Bank and Trust Company of California, N.A., Los Angeles, California, will serve as the
fiscal agent for the 2001 Bonds and will perform the functions required of it under the Bond Indentures for
the payment of the principal of and interest and any premium on the 2001 Bonds and all activities related to
the redemption of the 2001 Bonds. Best Best & Krieger LLP, San Diego, California is serving as Bond
Counsel to the Community Facilities District and as special counsel to the School District. Stone &
Youngberg LLC is acting as Underwriter in connection with the issuance and delivery of the 2001 Bonds.
McFarlin & Anderson, Lake Forest, California, is acting as Disclosure Counsel.

The appraisal work was done by Stephen G. White, MAI of Fullerton, California. David Taussig
& Associates, Inc., Newport Beach, California, acted as special tax consultant, administrator and
dissemination agent to the Community Facilities District. The Market Study was prepared by The Meyers
Group, Solana Beach, California.

Except for some Bond Counsel fees paid from advances made to the School District by the
Developers, payment of the fees and expenses of Bond Counsel, Disclosure Counsel, the Underwriter and
the Fiscal Agent is contingent upon the sale and delivery of the 2001 Bonds.



Other Information

This Official Statement speaks only as of its date, and the information contained herein is subject
to change. Brief descriptions of the 2001 Bonds, certain sections of the Bond Indentures, security for the
2001 Bonds, special risk factors, the Community Facilities District, the Improvement Areas, the School
District, the Developers’ projects, the Developers and other information are included in this Official
Statement. Such descriptions and information do not purport to be comprehensive or definitive. The
descriptions herein of the 2001 Bonds, the Bond Indentures, and other resolutions and documents are
qualified in their entirety by reference to the forms thereof and the information with respect thereto included
in the 2001 Bonds, the Bond Indentures, such resolutions and other documents. All such descriptions are
further qualified in their entirety by reference to laws and to principles of equity relating to or affecting
generally the enforcement of creditors’ rights. Copies of such documents may be obtained from the Assistant
Superintendent, Business Support Services, of the Poway Unified School District, 13626 Twin Peaks Road,
Poway, California 92064-3034.

CONTINUING DISCLOSURE

The Community Facilities District. The Community Facilities District has covenanted in the
Community Facilities District Continuing Disclosure Agreement, the form of which is set forth in
APPENDIX F - “Form of Community Facilities District Continuing Disclosure Agreement” (the
“Community Facilities District Continuing Disclosure Agreement”), for the benefit of owners and beneficial
owners of the 2001 Bonds, to provide certain financial information and operating data relating to the
Community Facilities District and the 2001 Bonds by not later than January 31 in each year commencing on
January 31, 2002 (the “Community Facilities District Annual Report™), and to provide notices of the
occurrence of certain enumerated events, if material.

The Community Facilities District Annual Report will be filed by the Community Facilities District,
or David Taussig & Associates, Inc. as Dissemination Agent on behalf of the Community Facilities District,
with each Nationally Recognized Municipal Securities Information Repository, and with the appropriate
State repository, if any (collectively, the “Repositories™), with a copy to the Fiscal Agent and the
Underwriter. Any notice of a material event will be filed by the Community Facilities District, or the
Dissemination Agent on behalf of the Community Facilities District, with the Municipal Securities
Rulemaking Board and the appropriate State repository, if any, with a copy to the Fiscal Agent and the
Underwriter. The specific nature of the information to be contained in the Community Facilities District
Annual Report or any notice of a material event is set forth in the Community Facilities District Continuing
Disclosure Agreement. The covenants of the Community Facilities District in the Community Facilities
District Continuing Disclosure Agreement have been made in order to assist the Underwriter in complying
with Securities and Exchange Commission Rule 15¢2-12(b)(5) (the “Rule”); provided, however, a default
under the Community Facilities District Continuing Disclosure Agreement will not, in itself, constitute an
Event of Default under the Bond Indentures, and the sole remedy under the Community Facilities District
Continuing Disclosure Agreement in the event of any failure of the Community Facilities District or the
. Dissemination Agent to comply with the Community Facilities District Continuing Disclosure Agreement
will be an action to compel 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.

Developers. Each Developer, other than DR Horton, has covenanted in its Developer Continuing
Disclosure Agreement, the form of which is set forth in APPENDIX G - “Form of Developer Continuing
Disclosure Agreements” (the “Developer Continuing Disclosure Agreements™), for the benefit of owners and
beneficial owners of the 2001 Bonds, to provide certain financial and operating information by not later than
April 1 and October 1 of each year commencing April 1, 2002 (a“Developer Semi-Annual Report”) and to
provide notices of the occurrence of certain enumerated material events. Each Developer’s obligations under
its Developer Continuing Disclosure Agreement terminates upon the occurrence of certain events. See
APPENDIX G - “Form of Developer Continuing Disclosure Agreements.”

The Developer Semi-Annual Reports will be filed by each Developer, or the “Dissemination Agent”
(as that term is defined in the Developer Continuing Disclosure Agreements) on behalf of the applicable



Developer, with the Repositories, with a copy to the Underwriter, the Fiscal Agent and the Community
Facilities District. Any notice of a material event will be filed by each Developer, or by the Dissemination
Agent on behalf of the applicable Developer, with the Municipal Securities Rulemaking Board and the
appropriate State repository, if any, with a copy to the Underwriter, the Fiscal Agent and the Community
Facilities District. The specific nature of the information to be contained in each Developer Semi-Annual
Reports or the notices of material events is set forth in the applicable Developer Continuing Disclosure
Agreement. The covenants of each Developer in its Developer Continuing Disclosure Agreement have been
made in order to assist the Underwriter in complying with the Rule; provided, however, a default under a
Developer Continuing Disclosure Agreement will not, in itself, constitute an Event of Default under the Bond
Indentures, and the sole remedy under each Developer Continuing Disclosure Agreement in the event of any
failure of the applicable Developer or the Dissemination Agent to comply with such Developer Continuing
Disclosure Agreement will be an action to compel performance.

Each Developer has indicated that it has never failed to comply in any material respect with an
undertaking under the Rule to provide annual or semi-annual reports or notices of material events.



ESTIMATED SOURCES AND USES OF FUNDS

The proceeds from the sale of the 2001 Bonds will be deposited into the following respective
accounts and funds established by the School District under the Bond Indentures, as follows:

IMPROVEMENT AREA A BONDS

SOURCES

Principal Amount of Improvement Area A Bonds $9,700,000.00

Less: Underwriter’s Discount (177,346.00)

Less: Underwriter’s Discount (6,237.50)

Toral Series A Sources $9,516,416.50

USES

Deposit into Series A Reserve Fund (1) $ 948,539.85
Deposit into Series A Costs of Issuance Fund (2) 156,982.01
Deposit into Series A Improvement Fund (3) 7,927,828.51
Deposit into Capitalized Interest Subaccount of the Series A Bond .
Service Fund (4) 468,066.13
Deposit into Administrative Expense Fund 15,000.00

Total Series A Uses $9,516,416.50

IMPROVEMENT AREA B BONDS

SOURCES

Principal Amount of Improvement Area B Bonds $6,345,000.00

Less: Underwriter’s Discount (122,889.15)

Less: Underwriter’s Discount (4,075.00)
Total Series B Sources $6,218,035.85

USES

Deposit into Series B Reserve Fund (1) $ 621,416.87

Deposit into Series B Costs of Issuance Fund (2) 143,399.19

Deposit into Series B Improvement Fund (3) 5,131,929.91

Deposit into Capitalized Interest Subaccount of the Series B Bond

Service Fund (4) 306,289.88

Deposit into Administrative Expense Fund 15,000.00
Total Series B Uses o $6,218,035.85

(1) Equal to the Reserve Requirement with respect to the Improvement Area A Bonds and with respect to the Improvement
Area B Bonds as of the date of delivery of the 2001 Bonds.

(2) Includes, among other things, the fees and expenses of Bond Counsel, the cost of printing the preliminary and final
Official Statements, fees and expenses of the Fiscal Agent, the cost of the Appraisal, the Market Study, the fees of the
Special Tax Consultant, and reimbursement to the School District and the Developers of costs incurred in the formation
of the Community Facilities District.

(3) See “CITY FACILITIES TO BE FINANCED WITH PROCEEDS OF THE 2001 BONDS” below.

(4) Represents capitalized interest on the Improvement Area A Bonds and on the Improvement Area B Bonds, as applicable,
through September 1, 2002.

CITY FACILITIES TO BE FINANCED WITH PROCEEDS OF THE 2001 BONDS

Proceeds of the 2001 Bonds will be used to fund the acquisition of a portion of the City Facilities.
The City Facilities include the following street improvements: (a) Construction of Camino Ruiz from “A”
Street to Carmel Valley Road (4 full lanes) (b) construction of “B” Street from “A” Street to Camino Ruiz,
(c) construction of “A” Street; and (d) Camino Ruiz/SR 56 Phase I interchange improverments.



Proceeds of future special taxes levied pursuant to the Community Facilities District No. 10 Rate
and Method (the “Community Facilities District No. 10 Rate and Method™) or bonds issued payable from
special taxes levied pursuant to the Community Facilities District No. 10 Rate and Method will be used to
finance the School Facilities and related infrastructure required by the School District as a result of
development of the property within the Community Facilities District, including classrooms, multi-purpose,
administration and auxiliary space at each school central support and administrative facility, interim housing,
transportation and special education facilities, together with furniture, equipment and technology with a
useful life of at least five years and related administrative expenses.

THE 2001 BONDS
Authority for Issuance
The 2001 Bonds will be issued pursuant to the Act and the Bond Indentures.

General Provisions

The 2001 Bonds will be dated their date of delivery and will bear interest at the rates per annum set
forth on the inside cover page hereof, payable semiannually on each March 1 and September 1, commencing
on March 1, 2002 (each, an “Interest Payment Date”), and will mature in the amounts and on the dates set
forth on the inside cover page hereof. The 2001 Bonds will be issued in fully registered form in
denominations of $5,000 each or any integral multiple thereof and when delivered, will be registered in the
name of Cede & Co., as nominee of The Depository Trust Company (“DTC”), New York, New York. DTC
will act as securities depository for the 2001 Bonds. Ownership interests in the 2001 Bonds may be
purchased in book-entry form only, in denominations of $5,000 or any integral multiple thereof within a
single maturity. So long as the 2001 Bonds are held in book-entry form, principal of, premium, if any, and
interest on the 2001 Bonds will be paid directly to DTC for distribution to the beneficial owners of the 2001
Bonds in accordance with the procedures adopted by DTC. See “THE 2001 BONDS - Book-Entry and
DTC.”

The 2001 Bonds will bear interest at the rates set forth on the inside cover hereof payable on the
Interest Payment Dates in each year. Interest will be calculated on the basis of a 360-day year composed of
twelve 30-day months. Each 2001 Bond will bear interest from the Interest Payment Date next preceding
the date of authentication thereof unless (i) such date of authentication is an Interest Payment Date, in which
event interest shall be payable from such date of authentication, or (ii) the date of authentication is after a
Record Date but prior to the immediately succeeding Interest Payment Date, in which event interest shall be
payable from the Interest Payment Date immediately succeeding the date of authentication, or (iii) the date
of authentication is prior to the close of business on the first Record Date, in which event interest shall be
payable from the date of the 2001 Bonds; provided, however, that if at the time of authentication of a 2001
Bond, interest is in default, interest on that 2001 Bond shall be payable from the last Interest Payment Date
to which the interest has been paid or made available for payment.

Interest on the 2001 Bonds (including the final interest payment upon maturity or earlier redemption)
is payable by check of the Fiscal Agent mailed by first class mail on the Interest Payment Dates (or on the
next Business Day following the Interest Payment Date if such Interest Payment Date is not a Business Day)
to the registered Owner thereof as of the close of business on the Record Date immediately preceding such
Interest Payment Date. Such interest shall be paid by check of the Fiscal Agent mailed to such Bondowner
at his or her address as it appears on the books of registration maintained by the Fiscal Agent or upon the
request in writing prior to the Record Date of a Bond Owner of at least $1,000,000 in aggregate principal
amount of Bonds by wire transfer in immediately available funds (i) to the DTC (so long as the 2001 Bonds
are in book-entry form), or (ii) to an account in the continental United States of America designated by such
Owner. Such instructions shall continue in effect until revoked in writing, or until such 2001 Bonds are
transferred to a new Owner. The principal of the 2001 Bonds and any premium on the 2001 Bonds due upon
the redemption thereof are payable by check in lawful money of the United States of America upon
presentation and surrender of the 2001 Bonds at maturity or the earlier redemption thereof at the Principal
Corporate Trust Office of the Fiscal Agent (currently in Los Angeles, California).



Debt Service Schedule

The following table presents the annual debt service on the 2001 Bonds (including sinking fund
redemptions), assuming that there are no optional redemptions.

IMPROVEMENT AREA A BONDS

Year Ending Total
September 1 Principal Interest Debt Service
2002 - $490,229.00 $490,229.00
2003 $ 5,000 576,740.00 581,740.00
2004 15,000 576,552.50 591,552.50
2005 30,000 575,952.50 605,952.50
2006 40,000 574,692.50 614,692.50
2007 55,000 572,932.50 627,932.50
2008 70,000 570,347.50 640,347.50
2009 90,000 566,917.50 ’ 656,917.50
2010 105,000 562,417.50 667,417.50
2011 125,000 556,957.50 681,957.50
2012 145,000 550,332.50 695,332.50
2013 165,000 542,502.50 707,502.50
2014 190,000 533,427.50 723,427.50
2015 215,000 522,787.50 737,787.50
2016 240,000 510,532.50 750,532.50
2017 270,000 496,612.50 766,612.50
2018 305,000 480,682.50 785,682.50
2019 335,000 462,535.00 797,535.00
2020 370,000 442,435.00 812,435.00
2021 410,000 420,235.00 830,235.00
2022 450,000 395,635.00 845,635.00
2023 495,000 368,635.00 863,635.00
2024 545,000 338,935.00 883,935.00
2025 595,000 306,235.00 901,235.00
2026 X 650,000 270,535.00 920,535.00
2027 705,000 230,885.00 935,885.00
2028 765,000 187,880.00 952,880.00
2029 835,000 141,215.00 976,215.00
2030 905,000 90,280.00 995,280.00
2031 575,000 35,075.00 610.,075.00
Total $9,700,000 $12,951,131.50 $22,651,131.50
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IMPROVEMENT AREA B BONDS

Year Ending Total
September 1 Principal Interest Debt Service
2002 - ' $320,804.88 $320,804.88
2003 - 377.417.50 377.417.50
2004 $10,000 377,417.50 387,417.50
2005 20,000 377,017.50 397,017.50
2006 25,000 376,177.50 401,177.50
2007 35,000 375,077.50 410,077.50
2008 45,000 373,432.50 418,432.50
2009 ' 55,000 371,227.50 426,227.50
2010 70,000 368,477.50 438,477.50
2011 80,000 364,837.50 444.,837.50
2012 95,000 360,597.50 455,597.50
2013 110,000 355,467.50 465,467.50
2014 125,000 349,417.50 : 474,417.50
2015 140,000 342,417.50 482,417.50
2016 155,000 334,437.50 489,437.50
2017 175,000 325,447.50 500,447.50
2018 195,000 315,122.50 510,122.50
2019 220,000 303,520.00 523,520.00
- 2020 240,000 290,320.00 530,320.00
2021 270,000 275,920.00 545,920.00
2022 295,000 259,720.00 554,720.00
2023 325,000 242,020.00 567,020.00
2024 355,000 222,520.00 577,520.00
2025 385,000 201,220.00 586,220.00
2026 420,000 178,120.00 598,120.00
2027 460,000 152,500.00 612,500.00
2028 500,000 124,440.00 624,440.00
2029 545,000 93,940.00 638,940.00
2030 590,000 60,695.00 650,695.00
2031 405.000 24.,705.00 429,705.00
Total $6,345,000 $8,494,434.88 $14,839,434.88
Redemption

Optional Redemption. The 2001 Bonds maturing on and after September 1, 2009 may be redeemed
at the option of the Community Facilities District prior to maturity, as a whole or in part on any Interest
Payment Date on and after September 1, 2008, from such maturities as are selected by the Community
Facilities District, and by lot within a maturity, from any source of funds, at the following redemption prices
(expressed as percentages of the principal amount of the 2001 Bonds to be redeemed), together with accrued
interest to the date of redemption:

Redemption Date Redemption Price
September 1, 2008 and March 1, 2009 102%
September 1, 2009 and March 1, 2010 101
September 1, 2010 and any Interest Payment Date thereafter 100

Redemption from Proceeds of Special Tax Prepayment. The 2001 Bonds are subject to redemption
on any Interest Payment Date, prior to maturity, as a whole or in part on a pro rata basis among maturities
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from prepayment of Special Taxes. The Community Facilities District shall deliver written instructions to
the Fiscal Agent not less than 60 days prior to the redemption date directing the Fiscal Agent to utilize the
Special Tax Revenues of the applicable Improvement Area transferred to the Redemption Fund pursuant to
the Bond Indenture to redeem 2001 Bonds. B. Such extraordinary mandatory redemption of the 2001 Bonds
shall be at the following redemption prices (expressed as percentages of the principal amount of the 2001
Bonds to be redeemed), together with accrued interest thereon to the date of redemption:

Redemption Date Redemption Price
March 1, 2002 through March 1, 2009 102%
September 1, 2009 and March 1, 2010 101
September 1, 2010 and any Interest Payment Date thereafter 100

Mandatory Sinking Payment Redemption. The 2001 Bonds maturing on September 1, 2020, are
subject to mandatory sinking redemption, in part by lot, on September 1 in each year commencing September
1, 2019, at a redemption price equal to the principal amount of the 2001 Bonds to be redeemed, plus accrued
and unpaid interest thereon to the date fixed for redemption, without premium, in the aggregate principal
amount and in the years shown on the following redemption schedule:

IMPROVEMENT AREA A BONDS

Sinking Fund
Redemption Date Sinking Payments
2019 $335,000
2020 (maturity) 370,000
IMPROVEMENT AREA B BONDS
Sinking Fund
Redemption Date Sinking Payments
2019 $220,000
2020 (maturity) 240,000

The 2001 Bonds maturing on September 1, 2025, are subject to mandatory sinking redemption, in part by
Jot, on September 1 in each year commencing September 1,2021, at a redemption price equal to the principal
amount of the 2001 Bonds to be redeemed, plus accrued and unpaid interest thereon to the date fixed for
redemption, without premium, in the aggregate principal amount and in the years shown on the following
redemption schedule:

IMPROVEMENT AREA A BONDS

Sinking Fund
Redemption Date Sinking Payments -
2021 $410,000
2022 450,000
2023 495,000
2024 545,000
2025 (maturity) 595,000
IMPROVEMENT AREA B BONDS
Sinking Fund
Redemption Date Sinking Payments
2021 ' $270,000
2022 295,000
2023 325,000
2024 355,000
2025 (maturity) 385,000

12



The 2001 Bonds maturing on September 1, 2031, are subject to mandatory sinking redemption, in
part by lot, on September 1 in each year commencing September 1, 2026, at a redemption price equal to the
principal amount of the 2001 Bonds to be redeemed, plus accrued and unpaid interest thereon to the date
fixed for redemption, without premium, in the aggregate principal amount and in the years shown on the
following redemption schedule:

IMPROVEMENT AREA A BONDS

Sinking Fund
Redemption Date Sinking Payments
2026 ) $650,000
2027 705,000
2028 765,000
2029 835,000
2030 905,000
2031 (maturity) 575,000
IMPROVEMENT AREA B BONDS
Sinking Fund ' .
Redemption Date Sinking Payments
2026 $420,000
2027 460,000
2028 500,000
2029 545,000
2030 590,000
2031 (maturity) ' 405,000

The amounts in the foregoing tables shall be reduced as a result of any prior partial redemption of
the applicable Series of the 2001 Bonds pursuant to an optional redemption or redemption from proceeds of
Special Tax prepayments as specified in writing by the Community Facilities District to the Fiscal Agent.

Purchase In Lieu of Redemption. In lieu of any optional, mandatory or mandatory sinking fund
redemption, the Community Facilities District may elect to purchase such 2001 Bonds at public or private
sale as and when, and at such prices as such written direction may provide; provided, that, unless otherwise
authorized by law, the purchase price (including brokerage and other charges) thereof shall not exceed the
principal amount thereof, plus accrued interest accrued to the purchase date and any premium which would
otherwise be due if such Bonds were to be redeemed in accordance with the applicable Bond Indenture.

Notice of Redemption. The Fiscal Agent shall mail, at least 30 days but not more that 45 days prior
to the date of redemption, notice of intended redemption, by first class mail, postage prepaid, to the
respective registered Owners of the 2001 Bonds at the addresses appearing on the Bond registry books. So
long as notice by first class mail has been provided as set forth below, the actual receipt by the Owner of any
2001 Bond of notice of such redemption shall not be a condition precedent to redemption, and failure to
receive such notice shall not affect the validity of the proceedings for redemption of such 2001 Bonds or the
cessation of interest on the date fixed for redemption.

Such notice shall (i) state the redemption date; (b) state the redemption price; (c) state the bond
registration numbers, dates of maturity and CUSIP numbers of the 2001 Bonds to be redeemed, and in the
case of 2001 Bonds to be redeemed in part, the respective principal portions to be redeemed; provided,
however, that whenever any call includes all 2001 Bonds of a maturity, the numbers of the 2001 Bonds of
such maturity need not be stated; (d) state that such 2001 Bonds must be surrendered at the principal
corporate trust office of the Fiscal Agent; (e) state that further interest on the 2001 Bonds will not accrue
from and after the designated redemption date; (f) state the date of the issue of the 2001 Bonds as originally
issued; (g) state the rate of interest borne by each 2001 Bond being redeemed; and (h) state that any other
descriptive information needed to identify accurately the 2001 Bonds being redeemed as the Community
Facilities District shall direct.
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Partial Redemption. Whenever provision is made for the redemption of less than all of the 2001
Bonds, the Fiscal Agent shall select the 2001 Bonds to be redeemed, among maturities as directed in writing
by the Community Facilities District, acting on behalf of the Community Facilities District (who shall specify
Bonds to be redeemed so as to maintain, as much as practicable, the same debt service profile for the Bonds
as in effect prior to such redemption; except that, in connection with any partial redemption pursuant to
optional redemption provisions discussed above, other than from amounts in the Bond Service Fund as a
result of transfers from the Special Tax Prepayments and the Reserve Fund, the 2001 Bonds to be redeemed
shall be selected pro rata among maturities), and by lot within a maturity, such selection within a maturity
to be done in any manner which the Fiscal Agent deems appropriate.

Effect of Redemption. When notice of redemption has been given substantially as provided for in
the applicable Bond Indenture, and when the amount necessary for the redemption of the 2001 Bonds called
for redemption is set aside for that purpose in the applicable Redemption Fund, the 2001 Bonds designated
for redemption shall become due and payable on the date fixed for redemption thereof, and upon presentation
and surrender of said 2001 Bonds at the place specified in the notice of redemption, said 2001 Bonds shall
be redeemed and paid at the redemption price out of the applicable Redemption Fund and no interest will
accrue on such 2001 Bonds or portions of 2001 Bonds called for redemption from and after the redemption
date specified in said notice, and the Owners of such 2001 Bonds so called for redemption after such
redemption date shall look for the payment of principal and premium, if any, of such 2001 Bonds or portions
of 2001 Bonds only to said Redemption Fund.

Registration, Transfer and Exchange

Registration. The Fiscal Agent will keep sufficient books for the registration and transfer of the
2001 Bonds, and upon presentation for such purpose, the Fiscal Agent shall, under such reasonable
regulations as it may prescribe, register or transfer or cause to be registered or transferred, on said register,
the Bonds as hereinbefore provided. The Community Facilities District and the Fiscal Agent will treat the
owner of any Bond whose name appears on the Bond Register as the holder and absolute Owner of such
Bond for all purposes under the applicable Bond Indenture, and the Community Facilities District and the
Fiscal Agent shall not be affected by any notice to the contrary.

Transfers of Bonds. The transfer of any 2001 Bond may be registered only upon such books of
registration upon surrender thereof to the Fiscal Agent, together with an assignment duly executed by the
Owner or his attorney or legal representative, in satisfactory form. Upon any such registration of transfer,
anew 2001 Bond or Bonds shall be authenticated and delivered in exchange for such 2001 Bond, in the name
of the transferee, of any denomination or denominations authorized by the Bond Indenture, and in an
aggregate principal amount equal to the principal amount of such 2001 Bond or Bonds so surrendered. The
Fiscal Agent may make a charge for every such exchange or registration of transfer of Bonds sufficient to
reimburse it for any tax or other governmental charge required to be paid with respect to such transfer or
exchange. The Fiscal Agent shall not be required to register transfers or make exchanges of (i) 2001 Bonds
for a period of 15 days next preceding to the date of any selection of the 2001 Bonds for redemption, or (ii)
any 2001 Bonds chosen for redemption.

Exchange of Bonds. Bonds may be exchanged at the Principal Corporate Trust Office of the Fiscal
Agent for a like aggregate principal amount of 2001 Bonds of authorized denominations, interest rate and
maturity, subject to the terms and conditions of the applicable Bond Indenture, including the payment of
certain charges, if any, upon surrender and cancellation of a 2001 Bond.

Book-Entry and DTC

The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the
2001 Bonds. The 2001 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 Bond certificate will be issued for each maturity of the 2001 Bonds, each in
the aggregate principal amount of such maturity, and will be deposited with DTC. See APPENDIX I -
“Book-Entry System.”
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SECURITY FOR THE 2001 BONDS

General

The Improvement Area A Bonds and the Improvement Area B Bonds issued with respect to the
applicable Improvement Area are secured by a first pledge of all of the Net Special Tax Revenues of the
applicable Improvement Area and all moneys deposited in the applicable Bond Service Fund and in the
applicable Reserve Fund and, until disbursed as provided in the applicable Bond Indenture, in the applicable
Special Tax Fund. Pursuant to the Act and the Bond Indentures, the Community Facilities District will
annually levy the Special Taxes in each Improvement Area in an amount required for the payment of
principal of, and interest on, any outstanding 2001 Bonds of such Improvement Area becoming due and
payable during the ensuing year, including any necessary replenishment or expenditure of the applicable
Reserve Fund for the 2001 Bonds issued with respect to such Improvement Area and an amount estimated
to be sufficient to pay such Improvement Areas’ share of the Administrative Expenses during such year. The
Net Special Tax Revenues of each Improvement Area and all moneys deposited into the applicable Accounts
(until disbursed as provided in the applicable Bond Indenture) are pledged to the payment of the principal
of, and interest and any premium on, the 2001 Bonds applicable to such Improvement Area as provided in
the applicable Bond Indenture and in the Act until all of the Bonds of such Improvement Area have been paid
and retired or until moneys or Federal Securities (as defined in each Bond Indenture) have been set aside
irrevocably for that purpose.

Amounts in the Administrative Expense Funds, the Costs of Issuance Funds, and the Improvement
Funds are not pledged to the repayment of the 2001 Bonds. The City Facilities constructed and acquired with
the proceeds of the 2001 Bonds are not in any way pledged to pay the debt service on the 2001 Bonds. Any
proceeds of condemnation or destruction of any facilities financed with the proceeds of the 2001 Bonds are
not pledged to pay the debt service on the 2001 Bonds.

Special Taxes

The Community Facilities District has covenanted in each Bond Indenture to comply with all
requirements of the Act so as to assure the timely collection of Special Taxes in the applicable Improvement
Area, including without limitation, the enforcement of delinquent Special Taxes. Each Rate and Method
provides that the Special Taxes are payable and 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
Special Taxes at a different time or in a different manner if necessary to meet its financial obligations.

Because the Special Tax levy is limited to the maximum Special Tax rates set forth in the
applicable Rate and Method, no assurance can be given that, in the event of Special Tax delinquencies
in an Improvement Area, the receipt of Special Taxes in such Improvement Area will, in fact, be
collected in sufficient amounts in any given year to pay debt service on the 2001 Bonds applicable to
such Improvement Area. The Special Taxes levied in Improvement Area A are not available to pay
principal of or interest on the Improvement Area B Bonds and the Special Taxes levied in
Improvement Area B are not available to pay principal of or interest on the Improvement Area A
Bonds. The Special Taxes levied pursuant to the Community Facilities District No. 10 Rate and
Method are not available to pay principal of or interest on the Improvement Area A Bonds or the
Improvement Area B Bonds.

Although the Special Taxes, when levied, will constitute a lien on parcels subject to taxation within
the applicable Improvement Area, it does not constitute a personal indebtedness of the owners of property
within such Improvement Area. There is no assurance that the owners of real property in an Improvement
Area will be financially able to pay the annual Special Tax or that they will pay such tax even if financially
able to do so. See “BONDOWNERS’ RISKS” herein.

NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE SCHOOL
DISTRICT, THE COMMUNITY FACILITIES DISTRICT (EXCEPT TO THE LIMITED EXTENT
DESCRIBED HEREIN) OR THE STATE OR ANY POLITICAL SUBDIVISION THEREOF IS
PLEDGED TO THE PAYMENT OF THE IMPROVEMENT AREA A BONDS OR THE
IMPROVEMENT AREA B BONDS. OTHER THAN THE SPECIAL TAXES OF THE
APPLICABLEIMPROVEMENT AREA,NO TAXES ARE PLEDGED TO THE PAYMENT OF THE
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IMPROVEMENT AREA A BONDS OR THE IMPROVEMENT AREA B BONDS. THE
IMPROVEMENT AREA A BONDS AND THE IMPROVEMENT AREA B BONDS ARE NOT A
GENERAL OBLIGATION OF THE COMMUNITY FACILITIES DISTRICT, BUT ARE LIMITED
OBLIGATIONS OF THE COMMUNITY FACILITIES DISTRICT PAYABLE SOLELY FROM
;Igll%l%fIECIAL TAXES OF EACHSUCHIMPROVEMENT AREA ASMORE FULLY DESCRIBED

Rate and Method

General. In 1997 pursuant to the request of landowners, the School District established Community
Facilities District No. 2 (Torrey Highlands - Subarea IV) (“CFD No. 2”) with respect to approximately 1,000
acres of land within the boundaries of the School District proposed for development of approximately 2,600
units (approximately 2,122 detached single family units and approximately 478 multi-family attached units).
In the first quarter of 2001, the Developers and other applicants requested that the School District institute
proceedings pursuant to the Act to (a) create anew Community Facilities District, (b) designate improvement
areas within such Community Facilities District, (c) authorize the Community Facilities District to issue
bonded indebtedness and to levy special taxes to fund, in addition to those School Facilities authorized to
be funded pursuant to the Community Facilities District, certain City public improvements and (d) upon
establishment of the Community Facilities District, record a notice of cancellation of special taxes of CFD
No. 2 with respect to all land within the Community Facilities District.

The Developers participated in the proceedings for formation of the Community Facilities District.
Pursuant to such proceedings, a Special Tax may be levied and collected within all of the Community
Facilities District to finance School Facilities according to the Community Facilities District No. 10 Rate
and Method, a copy of which is set forth in APPENDIX B - “Rates and Methods of Apportionment for
Community Facilities District No. 10 (Torrey Highlands - Subarea IV) of the Poway Unified School
District.”

In addition, pursuant to such proceedings, a Special Tax may be levied and collected within
Improvement Area A and a Special Tax may be levied and collected within Improvement Area B to finance
City Facilities and other authorized facilities according to the applicable Improvement Area Rate and
Method.

The Improvement Area A Rate and Method has three Zones, Zone 1 encompassing Western Pacific
Housing - Torrey Glenn, LLC’s Torrey Glenn project, Zone 2 encompassing Western Pacific Housing -
Montellano, LLC’s Montellano project and Western Pacific Housing - Cabrera, LLC’s Cabrera project and
Zone 3 encompassing DR Horton’s Bryn Glen project.

The Improvement Area B Rate and Method has three Zones encompassing LEN - Greystone’s
Highlands project and Standard Pacific’s Cordero project with each Zone relating to portions of the
development with differing lot sizes. Zone 1 lot sizes are approximately 75 by 100 feet, Zone 2 lot sizes are
approximately 55 by 91 feet and Zone 3 lot sizes are approximately 50 by 100 feet. Standard Pacific owns
75 lots in Zone 2 and 3 lots in Zone 3.

The qualified electors of each Improvement Area approved each Rate and Method on August 27,
2001. Capitalized terms used in the following paragraphs but not defined herein have the meanings given
them in the Rate and Method.

Improvement Area A Rate and Method. The Improvement Area A Rate and Method provides the
means by which the Board of Education may annually levy the Special Taxes within Improvement Area A
of the Community Facilities District up to the applicable Maximum Special Tax to pay for City Facilities.
The 2001 Bonds, when issued, will fund City Facilities and will be secured by any Special Taxes levied
pursuant to the Improvement Area A Rate and Method. The Improvement Area A Rate and Method provides
that the Annual Special Tax shall be levied for a term of 34 Fiscal Years after the issuance of the 2001
Bonds, but in no event later than Fiscal Year 2045-46. A copy of the Improvement Area A Rate and Method
is included in Appendix B hereto.

Annual Improvement Area A Special Tax Requirement. Annually, at the time of levying the Special
Tax for Improvement Area A, the Board of Education will determine the amount of money to be collected
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from Taxable Property in Improvement Area A (the “Annual Special Tax Requirement”), which will be the
amount required in any Fiscal Year to pay the following:

(1) the debt service on all Non-School Bonds (i.e., the 2001 Bonds applicable to Improvement
Area A or any refunding bonds), or other indebtedness or other periodic cost on the Non-
School Bonds;

(ii) the Administrative Expenses of Improvement Area A,
(iii) any costs associated with the release of funds from an escrow account, if any,

(iv)  any amount required to establish or replenish any reserve funds established in association
with the Non-School Bonds, less

%) any amounts on deposit in any fund or account which are available to pay for items (i)
through (iv) above pursuant to any applicable Bond Indenture.

Developed and Undeveloped Property; Exempt Property. The Improvement Area A Rate and
Method declares that for each Fiscal Year, all Assessor’s Parcels within Improvement Area A shall be
classified as Taxable Developed Property, Taxable Undeveloped Property or Exempt Property and shall be
assigned to Zone 1, Zone 2 or Zone 3 and shall be subject to Special Taxes in accordance with the
Improvement Area A Rate and Method.

(i) “Developed Property” means all Assessor’s Parcels for which building permits for the
construction of Units 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 such Assessor’s Parcel is
associated with a Lot, as determined reasonably by the Board of Education.

(ii) “Undeveloped Property” means all Assessor’s Parcels which are not Developed Property.

(iifi)  “Taxable Property” means all Assessor’s Parcels which are not Exempt Property (as defined
below) pursuant to law or the Improvement Area A Rate and Method.

@iv) “Exempt Property” is defined to include the following:
(a) parcels owned by the State, federal or other local governments;

(b) parcels which are used as places of worship and are exempt from ad valorem
property taxes because they are owned by a religious organization,

© parcels used exclusively by a homeowner’s association, parcels with public or utility
easements or other restrictions making impractical their utilization for other than the purposes set
forth in the easement,

(d) parcels for which building permits were issued on or before May 1 of the prior
Fiscal Year for the construction of Affordable Units and/or Senior Citizen Units exclusively,

(e) Other types of Assessor’s Parcels, at the reasonable discretion of the Board of
Education, provided that no such classification would reduce the acreage of all Taxable Property
to less than 15.10 acres of Acreage (as defined in the Improvement Area A Rate and Method) in
Zone 1, 27.14 acres of acreage in Zone 2 and 8.54 acres of Acreage in Zone 3.

Property for which a building permit is issued for commercial use or for Affordable Units and/or
Senior Citizen Units exclusively is not subject to the Special Tax. The owners of property expected to be
developed for such uses are expected to request that the Community Facilities District record a notice of
cancellation of the Special Tax for the Improvement Area for such property. The minimum taxable acres
referenced in (e) above will remain subject to the Special Tax.
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Maximum Special Tax. The Maximum Special Tax is defined in the Rate and Method as follows:

@) Undeveloped Property: the amount determined by the application of the Assigned Annual
Special Tax. The Assigned Annual Special Tax for Undeveloped Property for Fiscal Year 2001-02 is
$10,027.10 per acre in Zone 1, $16,354.07 per acre in Zone 2 and $5,786.40 per acre in Zone 3. On each July
1, commencing July 1, 2002, the Assigned Annual Special Tax per acre for each Zone shall be increased by
2.00% of the amount in effect in the prior Fiscal Year.

(ii) Developed Property: the greater of (i) the application of the Assigned Annual Special Tax
or (ii) the application of the Backup Annual Special Tax.

The Assigned Annual Special Tax for Developed Property (whether detached or attached) in Fiscal
Year 2001-02 ranges from $2,061.39 to $2,513.08 per Unit in Zone 1, $1,383.85 to $2,437.80 per
Unit in Zone 2 and $593.47 to $894.59 per Unit in Zone 3. Each July 1, commencing July 1, 2002,
the Assigned Annual Special Tax is subject to escalation of 2.00% of the amount in effect in the
prior Fiscal Year. See Improvement Area A in APPENDIX B - “Rates and Methods of
Apportionment for Community Facilities District No. 10 (Torrey Highlands - Subarea IV) of the
Poway Unified School District - Table 1” herein for a listing of the Assigned Annual Special Tax
rates for various sizes of Units. :

The “Backup Annual Special Tax” is based on the number of Lots created by each Final Map within
Improvement Area A, currently estimated as 66 in Zone 1, 235 in Zone 2 and 65 in Zone 3 by the
applicable Developers (see “COMMUNITY FACILITIES DISTRICT NO. 10 (TORREY
HIGHLANDS - SUBAREA 1V) - Property Ownership and Development”). Because all Lots have
not been created by a Final Map within Improvement Area A, the Backup Annual Special Tax for
an Assessor’s Parcel of Developed Property for any Fiscal Year cannot be determined for all Lots.
The Backup Annual Special Tax for an Assessor’s Parcel of Developed Property for any Fiscal Year
for the parcels in Improvement Area A can not be calculated until final maps are recorded.

The minimum taxable acreage is 15.10 acres for Zone 1, 27.14 acres for Zone 2 and 8.54 acres for Zone 3
of Improvement Area A.

Method of Apportionment. The Improvement Area A Rate and Method provides that commencing
Fiscal Year 2001-02 and for each subsequent Fiscal Year, the Board of Education shall levy Annual Special
Taxes within Improvement Area A as follows:

Step One: The Board of Education shall levy an Annual Special Tax on each Assessor’s
Parcel of Taxable Developed Property at the Assigned Annual Special Tax applicable to each such
Assessor’s Parcel.

Step Two: If the sum of the amounts levied on Assessor’s Parcels in Step One is less than
the Annual Special Tax Requirement, then the Annual Special Tax shall be levied proportionately
on each Assessor’s Parcel of Taxable Undeveloped Property up to the Assigned Annual Special Tax
applicable to each such Assessor’s Parcel to satisfy the Annual Special Tax Requirement.

Step Three: If the sum of the amounts collected in Steps One and Two is less than the
Annual Special Tax Requirement, then the Annual Special Tax on each Assessor’s Parcel of Taxable
Developed Property whose Maximum Special Tax is the Backup Annual Special Tax shall be
increased proportionately from the Assigned Annual Special Tax up to the Backup Annual Special
Tax to satisfy the Annual Special Tax Requirement.

Prepayment of Annual Special Taxes. The Improvement Area A Annual Special Tax obligation for
an Assessor’s Parcel of Developed Property or for an Assessor’s Parcel of Undeveloped Property for which
a building permit has been issued may be prepaid in full, provided that there are no delinquent Special Taxes,
penalties, or interest charges outstanding with respect to such Assessor’s Parcel. The Prepayment Amount
for an applicable Assessor’s Parcel after the issuance of Bonds is calculated based on Bond Redemption
Amounts and other costs, all as specified in - APPENDIX B - “Rates and Methods of Apportionment for
Community Facilities District No. 10 (Torrey Highlands - Subarea IV) of the Poway Unified School District -
Section G” herein.
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Improvement Area B Rate and Method. The Improvement Area B Rate and Method is
substantially the same as described above for the Improvement Area A Rate and Method, except that the
amounts of the Maximum Special Tax are as follows:

@) Undeveloped Property: the amount determined by the application of the Assigned Annual
Special Tax. The Assigned Annual Special Tax for Undeveloped Property for Fiscal Year 2001-02 is
$12,394.06 per acre in Zone 1, $11,623.36 per acre in Zone 2 and $10,354.94 per acre in Zone 3. On each
July 1, commencing July 1,2002, the Assigned Annual Special Tax per acre for each Zone shall be increased
by 2.00% of the amount in effect in the prior Fiscal Year.

(ii) Developed Property: the greater of (i) the application of the Assigned Annual Special Tax
or (ii) the application of the Backup Annual Special Tax.

The Assigned Annual Special Tax for Developed Property (whether detached or attached) in Fiscal
Year 2001-02 ranges from $2,467.99 to $2,686.30 per Unit in Zone 1, $1,368.87 to $1,737.75 per
Unit in Zone 2 and $1,361.34 to $1,542.02 per Unit in Zone 3. Each July 1, commencing July 1,
2002, the Assigned Annual Special Tax is subject to escalation of 2.00% of the amount in effect in
the prior Fiscal Year. See APPENDIX B - “Rates and Methods of Apportionment for Community
Facilities District No. 10 (Torrey Highlands - Subarea IV) of the Poway Unified School District -
Table 1” herein for a listing of the Assigned Annual Special Tax rates for various sizes of Units.

The “Backup Annual Special Tax” is based on the number of Lots created by each Final Map within
Improvement Area B, currently estimated as 67 in Zone 1, 81 in Zone 2" and 87 in Zone 3 by the
applicable Developer (see “COMMUNITY FACILITIES DISTRICT NO. 10 (TORREY
HIGHLANDS - SUBAREA IV) - Property Ownership and Development’). Because all Lots have
not been created by a Final Map within Improvement Area B, the Backup Annual Special Tax for
an Assessor’s Parcel of Developed Property for any Fiscal Year can not be determined for all Lots.
The Backup Annual Special Tax for an Assessor’s Parcel of Developed Property for any Fiscal Year
for the 168 Assessor’s Parcels in Improvement Area B for which there is a Final Map is $1,582.07
per Lot in Fiscal Year 2001-02, subject to escalation at 2% per year thereafter.

The minimum taxable acreage is 14.04 acres for Zone 1, 10.97 acres for Zone 2 and 12.14 acres for Zone 3
of Improvement Area B.

The method of apportionment of the Improvement Area B Special Tax and the provisions relating
to prepayment of annual Improvement Area B Special Taxes are substantially the same as described above
for the Improvement Area A Rate and Method. See also the Improvement Area B Rate and Method in
APPENDIX B - “Rates and Methods of Apportionment for Community Facilities District No. 10 (Torrey
Highlands - Subarea IV) of the Poway Unified School District - Section G’ herein.

Community Facilities District No. 10 Rate and Method. The Community Facilities District No.
10 Rate and Method provides the means by which the Board of Education may annually levy the Special
Taxes within the Community Facilities District up to the applicable Maximum Special Tax to pay for School
Facilities. The 2001 Bonds do not include any funding for School Facilities, and the 2001 Bonds are not
secured by any Special Taxes levied pursuant to the Community Facilities District No. 10 Rate and Method.
The Community Facilities District No. 10 Rate and Method provides that the Annual Special Tax shall be
levied for a term of 31 Fiscal Years after the last series of bonds for School Facilities is issued, but in no
event later than Fiscal Year 2045-46. The Community Facilities District No. 10 Rate and Method includes
a One-Time Special Tax levy on or before the date a building permit is issued for an Assessor’s Parcel in the
amount of (i) $2.14 per square foot of Building Square Feet (“BSF”) for Detached Units, (ii) $2.14 per square
foot of BSF for Attached Units, (iii) $.36 per square foot of BSF for Senior Citizen Units and (iv) $.36 per
gross floor area of a commercial or industrial structure for May 1, 2001 through April 30, 2002 (escalated
thereafter). Developed Property is subject to an Assigned Annual Special Tax in Zone 1 (as specified in the
Community Facilities District No. 10 Rate and Method) of $1,817.70 per Detached Unit and $749.15 per
Attached Unit and in Zone 2 (as specified in the Community Facilities District No. 10 Rate and Method) of
$1,817.70 per Detached Unit and $1,012.00 per Attached Unit in Fiscal Year 2001-02 (escalated thereafter).

* 3 lots in Zone 2 will be developed by LEN - Greystone as part of its Montea project.
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Each of the foregoing special taxes represents the applicable Fiscal Year 2001-02 rate and is subject to
escalation by an inflator until the property is classified as Developed Property and by 2% of the amount in
effect in the prior Fiscal Year thereafter. A copy of the Community Facilities District No. 10 Rate and
Method is included in Appendix B hereto. It is not known when bonds for School Facilities will be issued.

Proceeds of Foreclosure Sales

Pursuant to Section 53356.1 of the Act, in the event of any delinquency 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.

Under each Bond Indenture, on or before June 1 of each Fiscal Year, the Community Facilities
District will review the public records of the County of San Diego, California, to determine the amount of
Special Taxes actually collected in such Fiscal Year and proceed as follows:

Individual Delinquencies. If the Community Facilities District determines that (i) any single parcel
subject to the Special Tax in an Improvement Area is delinquent in the payment of that Improvement Area’s
Special Taxes in the aggregate amount of $5,000 or more or (ii) any single parcel or parcels under common
ownership subject to the Improvement Area Special Taxes is delinquent in the payment of such Improvement
Area’s Special Taxes in the aggregate of $10,000 or more, the Community Facilities District shall, not later
than 45 days of such determination, send or cause to be sent a notice of delinquency (and a demand for
immediate payment thereof) to the property owner. The Community Facilities District shall cause judicial
foreclosure proceedings to be commenced and filed in the Superior Court not later than 90 days of such
determination against any parcel for which a notice of delinquency was given and for which the Improvement
Area’s Special Taxes remain delinquent.

Aggregate Delinquencies. If the Community Facilities District determines that it has collected less
than 95% of the Improvement Area Special Taxes levied in such Fiscal Year, then the Community Facilities
District shall, not later than 45 days of such determination, send or cause to be sent a notice of delinquency
(and a demand for immediate payment thereof) to the owner of each delinquent parcel (regardless of the
amount of such delinquency). The Community Facilities District will cause judicial foreclosure proceedings
to be commenced and filed in the Superior Court not later than 90 days of such determination against any
parcel for which a notice of delinquency was given and for which the Improvement Area Special Taxes
remain delinquent.

It should be noted that any foreclosure proceedings commenced as described above could be stayed
by the commencement of bankruptcy proceedings by or against the owner of the delinquent property. See
“BONDOWNERS’ RISKS - Bankruptcy and Foreclosure Delay.”

No assurances can be given that a judicial foreclosure action, once commenced, will be completed
or that it will be completed in a timely manner. See “BONDOWNERS’ RISKS - Potential Delay and
Limitations in Foreclosure Proceedings.” If a judgment of foreclosure and order of sale is obtained, the
judgment creditor (the Community Facilities District) must cause a Notice of Levy to be issued. Under
current law, a judgment debtor (property owner) has 120 days from the date of service of the Notice of Levy
and 20 days from the subsequent notice of sale in which to redeem the property to be sold. If a judgment
debtor fails to so redeem and the property is sold, his only remedy is an action to set aside the sale, which
must be brought within 90 days of the date of sale. If, as a result of such action, a foreclosure sale is set
aside, the judgment is revived and the judgment creditor is entitled to interest on the revived judgment as if
the sale had not been made. The constitutionality of the aforementioned legislation, which repeals the former
one-year redemption period, has not been tested; and there can be no assurance that, if tested, such legislation
will be upheld. Any parcel subject to foreclosure sale must be sold at the minimum bid price unless a lesser
minimum bid price is authorized by the Owners of 75% of the principal amount of the applicable 2001 Bonds
outstanding. '

No assurances can be given that the real property subject to sale or foreclosure 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 School District or the Community Facilities District to purchase or otherwise
acquire any lot or parcel of property offered for sale or subject to foreclosure if there is no other
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purchaser at such sale. The Act does specify that the Special Tax will have the same lien priority in the
case of delinquency as for ad valorem property taxes.

If the Reserve Fund is depleted and delinquencies in the payment of Special Taxes exist, there could
be a default or delay in payments to the Bondowners pending prosecution of foreclosure proceedings and
receipt by the Community Facilities District of foreclosure sale proceeds, if any. However, within the limits
of the applicable Rate and Method and the Act, the Community Facilities District may adjust the Special
Taxes levied on all property within the applicable Improvement Area in future Fiscal Years to provide an
amount, taking into account such delinquencies, required to pay debt service on the Bonds and to replenish
the applicable Reserve Fund. There is, however, no assurance that the maximum Special Tax rates of an
Improvement Area will be at all times sufficient to pay the amounts required to be paid on such Improvement
Area’s applicable 2001 Bonds by the applicable Bond Indenture.

Special Tax Fund

Pursuant to each Bond Indenture, the Special Tax Revenues of each Improvement Area received by
the Community Facilities District, excluding only Special Tax Revenues representing Delinquency Proceeds
required to be transferred to the Letter of Credit Fund and Special Tax Revenues representing Prepayments,
will be deposited in the applicable Special Tax Fund, which will be held by the Fiscal Agent on behalf of
the Community Facilities District. Special Tax Revenues representing Prepayments shall be transferred to
the Interest Account of the Bond Service Fund and the Redemption Fund and utilized to pay the interest and
premium, if any, on and the principal of Bonds to be redeemed. Moneys in each Special Tax Fund shall be
held in trust by the Fiscal Agent for the benefit of the Community Facilities District and the owners of the
applicable 2001 Bonds. Pending disbursement, moneys in the Special Tax Fund will be subject to a lien in
favor of the Bondowners of the applicable 2001 Bonds as established under each Bond Indenture.

Disbursements. Moneys in each Special Tax Fund will be disbursed as needed to pay the obligations
of the Community Facilities District in the following priority: (i) an amount up to the Administrative
Expense Requirement for each Improvement Area to pay Administrative Expenses, (ii) amounts required to
be deposited into the applicable Accounts in the applicable Bond Service Fund in order to pay debt service
on the applicable 2001 Bonds and any refunding bonds on the next Interest Payment Date, (iii) amounts
required to replenish the applicable Reserve Fund to the applicable Reserve Requirement (as defined below),
(iv) amounts required to fund the Rebate Fund and (v) additional amounts required to pay Administrative
Expenses. At any time following the deposit of Special Taxes in an amount sufficient to make payment of
all of the foregoing deposits for the current Bond Year (as that term in defined in each Bond Indenture), any
amounts in excess of such amounts remaining in the applicable Special Tax Fund shall remain on deposit
in such Special Tax Fund and shall be subsequently deposited or transferred pursuant to the above provisions
provided, however, that if the District notifies the Fiscal Agent that the levy of Special Taxes on Developed
Property exceeds the Annual Special Tax Requirement ( as defined in the applicable Rate and Method) then
an amount up to such excess moneys may be paid to the School District to be used to pay for the acquisition,
construction, rehabilitation, improvement of School Facilities and related expenses.

Investment. Moneys in each Special Tax Fund will be invested and deposited by the Community
Facilities District as described in “Investment of Moneys in Funds” below. Interest earnings and profits
resulting from such investment and deposit will be retained in the Special Tax Fund to be used for the
purposes thereof.

Bond Service Fund

The Fiscal Agent will hold the each Bond Service Fund in trust for the benefit of the applicable
Bondowners. Within each Bond Service Fund the Fiscal Agent will create and hold an Interest Account and
a Principal Account.

On each Interest Payment Date, the Fiscal Agent will withdraw from each Bond Service Fund and
pay to the owners of the applicable 2001 Bonds the principal, interest and any premium then due and payable
on such 2001 Bonds, including any amounts due on such 2001 Bonds by reason of the sinking payments or
a redemption of such 2001 Bonds.
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If amounts in a Bond Service Fund are insufficient for the purposes set forth in the preceding
paragraph, the Fiscal Agent will withdraw the deficiency from the applicable Reserve Fund to the extent of
any funds therein.

The Community Facilities District has covenanted in each Bond Indenture to increase the levy of the
Special Taxes of the applicable Improvement Area in the next Fiscal Year (subject to the maximum amount
authorized by the applicable Rate and Method) in accordance with the procedures set forth in the Act for the
purpose of curing Bond Service Fund deficiencies.

Redemption Fund

Moneys in each Redemption Fund shall be set aside and used solely for the purpose of redeeming
Bonds in accordance with the applicable Bond Indenture.

Reserve Fund

In order to further secure the payment of principal of and interest on each Improvement Area’s 2001
Bonds, certain proceeds of the Improvement Area A Bonds and of the Improvement Area B Bonds will be
deposited into the applicable Reserve Fund in an amount equal to the applicable Reserve Requirement (see
“ESTIMATED SOURCES AND USES OFFUNDS” herein). Reserve Requirement is defined in each Bond
Indenture to mean, as of any date of calculation, an amount equal to the least of (i) the then maximum annual
debt service on the Improvement Area A Bonds or Improvement Area B Bonds, as applicable, (ii) 125% of
the then average annual debt service on the Improvement Area A Bonds or Improvement Area B Bonds, as
applicable, or (iii) 10% of the initial principal amount of the applicable Improvement Area A Bonds or
Improvement Area B Bonds, as applicable, less original issue discount, if any, plus original issue premium,
if any.

If Special Taxes are prepaid and a portion of an Improvement Area’s 2001 Bonds are to be redeemed
with the proceeds of such prepayment, a proportionate amount in the applicable Reserve Fund (determined
on the basis of the principal of such 2001 Bonds to be redeemed and the original principal of such 2001
Bonds) will be applied to the redemption of such 2001 Bonds.

Moneys in each Reserve Fund will be invested and deposited as described in “Investment of Moneys
in Funds” below.

See APPENDIX E - “Summary of Bond Indentures” for a description of the timing, purpose and
manner of disbursements from each Reserve Fund.

Administrative Expense Fund

The Fiscal Agent will receive the transfer of Special Taxes from the Community Facilities District
from the applicable Special Tax Fund and deposit in the applicable Administrative Expense Fund an amount
to pay Administrative Expenses.

Pursuant to each Bond Indenture, moneys in an Administrative Expense Fund will not be
construed as a trust fund held for the benefit of the Owners of the applicable Series of Bonds and will
not be available for the payment of debt service on the 2001 Bonds.

Improvement Fund

The Fiscal Agent will deposit proceeds of the 2001 Bonds in an Improvement Fund. Moneys in the
Improvement Fund will be disbursed to pay for City Facilities pursuant to a requisition of the Community
Facilities District.

Pursuant to each Bond Indenture, moneys in the Improvement Fund will not be construed as
a trust fund held for the benefit of the Owners of the applicable Series of Bonds and will not be
available for the payment of debt service on the 2001 Bonds.
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Investment of Moneys in Funds

Moneys in any fund or account created or established by each Bond Inderiture and held by the Fiscal
Agent will be invested by the Fiscal Agent in Permitted Investments, as directed by the Community Facilities
District, that mature prior to the date on which such moneys are required to be paid out under each Bond
Indenture. In the absence of any direction from the Community Facilities District, the Fiscal Agent will
invest, to the extent reasonably practicable, any such moneys in money market funds rated “Aam-1” or
“Aam-G” by S&P, or better (including those of the Fiscal Agent or its affiliates). See APPENDIX E -
“Summary of Bond Indentures” for a definition of “Permitted Investments.”

Payment of Rebate Obligation

The Community Facilities District is required to calculate excess investment earnings in accordance
with the requirements set forth in each Bond Indenture. If necessary, the Community Facilities District may
use amounts in the Special Tax Fund, or amounts on deposit in the Administrative Expense Fund and other
funds available to the Community Facilities District (except amounts required to pay debt service on the
Bonds) to satisfy rebate obligations. '

Letters of Credit

As a condition precedent to issuance of the 2001 Bonds, each Developer shall provide a Letter of
Credit in the applicable Stated Amount therefor (having the Fiscal Agent as beneficiary) or cash deposits in
lieu thereof. Each Letter of Credit and/or cash deposit shall secure payment of Special Taxes levied against
the Developer’s property within the applicable Improvement Area (each such ownership being hereafter
referred to as a “Project Area”). Each Stated Amount is the estimated amount of Special Tax to be levied
in the next Fiscal Year against the corresponding Project Area to which such Letter of Credit relates.

Each Letter of Credit, or a Substitute Letter of Credit issued with respect thereto, shall be in effect
in each Fiscal Year that individual homeowners own fewer than 60% of the lots within the applicable Project
Area.

In the event fewer than 60% of the lots within a Project Area are owned by individual homeowners
as of such June 1, then the Community Facilities District shall cause the applicable Developer to provide to
the Fiscal Agent, no later than the following June 15, (a) a Letter of Credit in the then-Stated Amount, (b)
an irrevocable written commitment of a Letter of Credit Bank to provide a Letter of Credit in the then-Stated
Amount or to extend the existing Letter of Credit in an amount equal to the then-Stated Amount, effective
the next succeeding July 1 or (c) a cash deposit in lieu thereof.

In the event the Fiscal Agent does not receive (a) a Letter of Credit, (b) a Substitute Letter of Credit
or (c) a cash deposit in lieu of the foregoing by June 15 of each year (assuming the Letter of Credit is
required to be in effect during the next succeeding Fiscal Year), the Fiscal Agent shall, upon the written
direction of an Authorized Officer, immediately, with no further authorization or instruction, draw upon the
applicable Letter of Credit in the full Stated Amount. The Fiscal Agent shall deposit the proceeds of such
draw into the Letter of Credit Fund for use as described below.

Deposits into the Letter of Credit Fund; Transfers from the Letter of Credit Fund.

Draws Prior to an Interest Payment Date. Ten (10) Business Days before each Interest Payment
Date, the Fiscal Agent shall determine whether amounts on deposit in each Bond Service Fund on that
Interest Payment Date will be sufficient to pay principal of and interest on such Improvement Area’s
applicable 2001 Bonds that will be due and payable on such Interest Payment Date and notify the Community
Facilities District of any deficiency. If amounts in a Bond Service Fund will be insufficient to pay principal
of and interest on such Improvement Area’s 2001 Bonds and such insufficiency is attributable to the
delinquency in the payment of Special Taxes levied on properties owned by a Developer that provided a
Letter of Credit or cash deposit pursuant to the Supplement to Mitigation Agreement or an Affiliate of such
Developer, the Fiscal Agent shall upon the receipt of written direction of an Authorized Officer (prior to any
withdrawals from the applicable Reserve Fund permitted by the applicable Bond Indenture) draw upon the
applicable Letter of Credit; provided, however, that the amount of such draw or withdrawal (as set forth in

23



said written direction of the Authorized Officer) shall be no greater than the delinquent Special Taxes levied
on such properties and then owed to the Community Facilities District by the applicable Developer.

The Fiscal Agent shall deposit the proceeds of any such draw upon a Letter of Credit into the
applicable Letter of Credit Fund. On the day preceding the Interest Payment Date, and prior to any transfers
from the Reserve Fund, the Fiscal Agent shall transfer the amount of such draw on the Letter of Credit or
an equivalent amount from any cash deposit from the applicable Letter of Credit Fund to the applicable Bond
Service Fund.

In the event of a draw on a Letter of Credit or transfer of funds from a cash deposit, the Community
Facilities District, shall, upon receipt of Delinquency Proceeds representing the Special Taxes the
delinquency of which necessitated such draw on such Letter of Credit or transfer of funds from a cash
deposit, (a) reimburse the applicable Letter of Credit provider from such Delinquency Proceeds in an amount
not to exceed such draw on such Letter of Credit or (b) replenish the cash deposit from such Delinquency
Proceeds in an amount not to exceed such transfer.

Draws Prior to Termination of the Letter of Credit. If a Letter of Credit is not renewed, or a
Substitute Letter of Credit or cash deposit is not provided, within fifteen (15) days prior to the stated
expiration date of such Letter of Credit and the requirements for the release or termination of such Letter of
Credit have not then been met, the Fiscal Agent shall draw on the full amount of such Letter of Credit
without instruction from the Community Facilities District. In the event the Fiscal Agent draws upon a Letter
of Credit as described above, the Fiscal Agent shall deposit the proceeds of such draw into the applicable
Letter of Credit Fund and pending any transfer to the applicable Bond Service Fund for the purposes
described in “Draws Prior to an Interest Payment Date” above, such proceeds shall be invested and
reinvested by the Fiscal Agent in Government Obligations or money market funds. At no time shall the
Community Facilities District direct that the proceeds of a draw on any Letter of Credit held in a Letter of
Credit Fund be invested by the Fiscal Agent at a yield exceeding the Yield on the applicable Improvement
Area’s 2001 Bonds. Investment earnings and profits from such investments shall be retained in the Letter
of Credit Fund.

Final Release of Moneys from the Letter of Credit Fund. If moneys remain on deposit in a Letter
of Credit Fund and an Authorized Officer provides written direction to the Fiscal Agent that the conditions
for termination of the Letter of Credit or Cash Deposit have been satisfied, then the Fiscal Agent shall
immediately return all (or such portion of the) amounts on deposit in the applicable Letter of Credit Fund
funded on behalf of such Developer to the applicable Developer.

Actions by the Community Facilities District. Inthe event a Letter of Credit Bank wrongfully refuses
to honor any drawing made on its Letter of Credit, the Community Facilities District, on behalf of the owners
of the applicable 2001 Bonds, shall immediately bring an action and pursue any remedy available at law or
in equity for the purpose of compelling such Letter of Credit Bank to honor such drawing and to enforce the
provisions of such Letter of Credit.

Compliance with Letter of Credit Requirements

The following describes how each Developer intends to comply with the requirement to provide a
Letter of Credit or Cash Deposit.

Western Pacific Housing. Western Pacific Housing intends to obtain a Letter of Credit from First
Hawaiian Bank (“First Hawaiian”) in connection with the issuance of Improvement Area A Bonds. First
Hawaiian is a national banking association organized under the laws of the United States of America and is
a subsidiary of BancWest Corporation (“BancWest”). Banc West is listed on the New York Stock Exchange
under the trading symbol "BWE”. Information about First Hawaiian and BancWest is contained in reports
filed with the Securities and Exchange Commission and the Federal Deposit Insurance Corporation.

Additional information regarding First Hawaiian and BancWest is available on the Internet at
www.fhb.com and www.bancwestcorp.com, respectively. These Internet addresses are included for
reference only and the information on these Internet sites are not a part of this Official Statement or
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 sites.
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DR Horton. DR Horton intends to obtain a Letter of Credit from Bank of America, National
Association (“Bank of America”) in connection with the issuance of Improvement Area A Bonds. Bank of
America is a national banking association organized under the laws of the United States of America, and is
a subsidiary of Bank of America Corporation Inc. (“Bank of America Corp.”). Bank of America Corp. is
listed on the New York Stock Exchange under the trading symbol “BAC”. Information about Bank of
America and Bank of America Corp. is contained in reports filed with the Securities and Exchange
Commission and the Federal Deposit Insurance Corporation.

Additional information regarding Bank of America and Bank of America Corp. is available on the
Internet at www.bankofamerica.com. This Internet address is included for reference only and the
information on the Internet site is not a part of this Official Statement or 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.

LEN - Greystone. LEN - Greystone also intends to obtain a Letter of Credit from Bank of America
in connection with the issuance of the Improvement Area B Bonds. For information regarding Bank of
America and Bank of America Corp., see DR Horton above.

Standard Pacific. Standard Pacific also intends to obtain a Letter of Credit from Bank of America.
For information regarding Bank of America and Bank of America Corp., see DR Horton above.

Additional Bonds for Refunding Purposes Only

Bonds issued on a parity with the Improvement Area A Bonds or on a parity with the Improvement
Area B Bonds (each a Series of “Additional Bonds™) may be issued for refunding purposes only and subject
to specific conditions including that the Community Facilities District must be in compliance with all
covenants set forth in the applicable Bond Indenture and any Supplement then in effect and a certificate of
the Community Facilities District to that effect will be filed with the Fiscal Agent. See APPENDIX E -
“Summary of Bond Indentures.”

Special Taxes Are Not Within Teeter Plan

The County has adopted a Teeter Plan as provided for in Section 4701 et seq. of the California
Revenue and Taxation Code, under which a tax distribution procedure is implemented and secured roll taxes
are distributed to taxing agencies within the County on the basis of the tax levy, rather than on the basis of
actual tax collections. However, by policy, the County does not include assessments, reassessments and
special taxes in its Teeter program. The Special Taxes of each Improvement Area are not included in the
County’s Teeter Program.

COMMUNITY FACILITIES DISTRICT NO. 10 (TORREY HIGHLANDS - SUBAREA IV)
General Information

The Community Facilities District is located in the City of San Diego approximately 23 miles north
of downtown San Diego and approximately four miles inland from the Pacific Ocean and the coastal cities
of Encinitas and Solana Beach. The Community Facilities District is comprised of approximately 469 gross
acres of rolling terrain with slopes and knolls and approximately 142.62 net acres of future residential
property (excluding affordable housing).

The Community Facilities District is within Planned Urbanizing Area, Torrey Highlands Subarea
IV of the City of San Diego. Torrey Highlands Subarea IV is bordered on the south by Carmel Mountain
Road and Deer Canyon (Del Mar Mesa Subarea V), to the east by Rancho Pefiasquitos, to the west by Pacific
Highlands Ranch (Subarea IIT) and to the north by Black Mountain Ranch (Subarea I), including the portion
thereof now known as Santaluz. The Community Facilities District is located approximately four miles east
of Interstate 5 and approximately three miles west of Interstate 15. Extension of State Route 56 from
Interstate 5 to Interstate 15 is fully funded and started construction in June 2001 with completion scheduled
for the third quarter of 2004. When completed State Route 56 will traverse the Community Facilities
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District. The area is bounded on the east by completed Rancho Peiiasquitos subdivisions and on the north,
east and west by undeveloped property.

The City Council adopted the North City Future Urbanizing Area (NCFUA) Framework Plan as an
amendment to the Progress Guide and General Plan in October 1993. The NCFUA plan provided direction
for future development of five subareas within the NCFUA. On August 5, 1996 the City Council adopted
the Torrey Highlands Subarea IV Plan that would govern development of the 1,134 acre NCFUA subarea.
The voters of the City of San Diego approved a phase shift for the majority of Torrey Highlands Subarea IV
from Future Urbanizing to Planned Urbanizing on November 5, 1996. Torrey Highlands Subarea IV is
expected to ultimately include approximately 2,693 dwelling units, schools, neighborhood parks, an
employment center, a neighborhood and a regional shopping center and approximately 270 acres of open
space designated as Multiple Species Conservation Plan (MSP) Preserve.

Utility services for parcels in the Community Facilities District will be provided by San Diego Gas
& Electric (gas and electricity), the City of San Diego (water, sewage, stormwater drainage and refuse), Cox
Communication (cable - DR Horton), Southwestern Cable (cable - Western Pacific Housing), and Pacific
Bell Telephone (telephone). Cable for LEN - Greystone and Standard Pacific is not known.

The Community Facilities District is between the cities of Del Mar to the west and Poway to the east,
and also between the communities of Carmel Valley to the west and Rancho Pefiasquitos to the east. Nearby
to the south is the community of Mira Mesa and nearby to the northeast is Black Mountain Ranch (including
the portion thereof now known as Santaluz).

Authority for Issuance

The 2001 Bonds are issued pursuant to the Act and the Bond Indentures. In addition, as required by
the Act, the Board of Education of the School District has taken the following actions with respect to
establishing the Community Facilities District and authorizing issuance of the 2001 Bonds:

Resolutions of Intention: On April 16,2001 the Board of Education adopted Resolution No. 42-2001
stating its intention to establish the Community Facilities District and to authorize the levy of a special tax
therein pursuant to a separate Rate and Method of Apportionment of Special Tax for the Community
Facilities District and a separate Rate and Method of Apportionment of Special Tax for each Improvement
Area. On the same day the Board of Education adopted Resolution No. 43-2001 stating its intention to incur
bonded indebtedness in an amount not to exceed $45,000,000 with respect to the Community Facilities
District, $13,000,000 with respect to Improvement Area A and $9,000,000 with respect to Improvement Area
B. The Community Facilities District No. 10 Rate and Method will finance School Facilities. The
Improvement Area A Rate and Method and the Improvement Area B Rate and Method will finance City
Facilities. See “CITY FACILITIES TO BEFINANCED WITH PROCEEDS OF THE 2001 BONDS” herein.

Resolution of Formation: Immediately following a noticed public hearing on August 27, 2001, the
Board of Education adopted Resolution No. 08-2002 (the “Resolution of Formation”), which established the
Community Facilities District and designated each of the Improvement Areas therein, established each Rate
and Method and authorized the levy of a special tax within the Community Facilities District and within each
Improvement Area pursuant to each Rate and Method of Apportionment.

Resolution of Necessity: On August 27, 2001 the Board of Education adopted Resolution No. 09-
2002 declaring the necessity to incur bonded indebtedness in an amount not to exceed $45,000,000 with
respect to the Community Facilities District, $13,000,000 with respect to Improvement Area A and
$9,000,000 with respect to Improvement Area B and submitting each proposition to the qualified electors
of the Community Facilities District.

Landowner Election and Declaration of Results: On August 27, 2001, elections were held within
the Community Facilities District, including within Improvement Area A and Improvement Area B, in which
the landowners eligible to vote, being the qualified electors within each Improvement Area, each approved
the applicable ballot propositions authorizing the issuance of up to $45,000,000 in bonds to finance the
acquisition and construction of the School Facilities, the landowners within Improvement Area A approved
a ballot propositions authorizing the issuance of up to $13,000,000 of bonds for Improvement Area A to
finance the acquisition and construction of City Facilities, and the landowners within Improvement Area B
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approved a ballot proposition authorizing the issuance of up to $9,000,000 of bonds for Improvement Area
B to finance the acquisition and construction of City Facilities. The qualified electors within the Community
Facilities District and each Improvement Area also approved the levy of a special tax in accordance with the
applicable Rate and Method and the establishment of an appropriations limit for the Community Facilities
District. '

On August 27, 2001, the Board of Education adopted Resolution No. 10-2002 pursuant to which the
Board of Education approved the canvass of the votes.

Special Tax Lien and Levy: Notices of Special Tax Lien, including one for the Community Facilities
District, one for Improvement Area A and one for Improvement Area B, were recorded in the real property
records of San Diego County on September 21, 2001.

Ordinance Levying Special Taxes: On September 24, 2001, the Board of Education adopted an
Ordinance No. 2002-01 levying the Special Tax within the Community Facilities District.

Resolution Authorizing Issuance of the 2001 Bonds: On September 24, 2001 the Board of Education
adopted Resolution No. 30-2002 approving issuance of the 2001 Bonds.

Environmental Review

As indicated above in “ - General Information,” the City Council adopted the NCFUA Framework
Plan on October 26, 1993 and adopted the 1,134 acre Torrey Highlands Subarea IV Plan on August 5, 1996.
The Torrey Highlands Public Facilities Financing Plan and Development Impact Fee was adopted by the City
Council on October 22, 1996 and updated as the Torrey Highlands Public Facilities Financing Plan and
Facilities Benefit Assessment on August 7, 2001. The final EIR for the Torrey Highlands Subarea IV Plan,
dated June 1996, which included the Traffic Study, was certified by the City Council on August 5, 1996 as
being in compliance with the California Environmental Quality Act (“CEQA”).

The statutory period within which a court action or proceeding could be filed challenging the City’s
CEQA compliance with respect to its approvals has expired. However, it is possible that future discretionary
approvals necessary to complete the development of the property in the Community Facilities District will
be subject to CEQA. Challenges to such discretionary approvals could slow the rate of development in the
Community Facilities District. The Community Facilities District believes that no action with respect to
environmental compliance is necessary in connection with the formation of the Community Facilities
District.

Pursuant to CEQA, in addition to the City’s certification of the EIR, additional environmental
analysis is required to be conducted for the City’s review to determine whether the analysis contained in the
EIR with respect to the property in the Community Facilities District has adequately addressed the
environmental impact of each subsequent discretionary approval related thereto. Each Developer reports that
the reviews by the City conducted to date have resulted in findings of no significant impact not previously
discussed in the EIR. Each Developer generally expects that, as further entitlement approvals (e.g., any
necessary tentative subdivision map and zoning modifications, area plans, subdivision maps and site
development permits) are pursued, the EIR will be determined by the City to have adequately addressed the
environmental impacts of each such subsequent entitlement and that there would be no significant impact
not previously discussed in the EIR. However, no assurance can be given as to these matters, and if new
significant impacts are found, it could have an adverse effect on the development of the property within the
Community Facilities District. Western Pacific Housing, on behalf of the WPH LLCs and LEN - Greystone
(including the portion of the property sold to Standard Pacific) have conducted substantial reviews as
discussed below in “Environmental Permits.” DR Horton acquired its property within Improvement Area
A in November 1999 and is in the process of developing plans for review and engaging consultants to obtain
subsequent entitlements necessary for development as discussed below in “Environmental Permits.”.

Environmental Permits
Prior to the approval of the tentative subdivision maps for the land encompassing the Community

Facilities District and certain nearby developments, the City Council approved the City of San Diego MSCP
Subarea Plan (the “Subarea Plan”). The Subarea Plan includes all of the NCFUA and, consequently, all of
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the property within the Community Facilities District. The Subarea Plan establishes a preserve area
boundary line around sensitive habitat. The Subarea Plan was later incorporated into the City’s Multiple
Species Conservation Program. Pursuant to the Implementing Agreement (the “Implementing Agreement”),
dated as of July 18, 1997 entered into among the City, the United States Fish and Wildlife Service and the
California Department of Fish and Game, the City is authorized to issue “take” authorization pursuant to the
federal and State endangered species acts for property within the NCFUA for the plant and animal species
described in the Implementing Agreement. So long as property owners within the NCFUA area do not
disturb habitat within the Subarea Plan’s preserve area boundary line, the property owners are permitted to
disturb sensitive habitat and sensitive species outside the preserve area boundary line. The current
development entitlements for the development project within the Community Facilities District have been
designed to avoid the preserve areas. As aresult, with respect to the 82 species covered by the Implementing
Agreement, so long as the development project maintains its current development entitlement footprints
outside of the preserve areas, each Developer will not need to seek any additional permits under either the
federal or the State endangered species acts. However, future listing by federal or State authorities of
additional plant or animal species as threatened or endangered could impact the planned development within
the Community Facilities District.

WPH LLCs. WPH LLCs caused a biological survey and report to be completed for its project and
the results are available for public review in the Land Development Review Division(Biological Technical
Report, City of San Diego; Helix, February 12, 1999). No sensitive plant and animal species were observed
on site. Impacts to wetland and riparian habitats require application for a Section 404 Permit with the U.S.
Army Corps of Engineers (obtained March 2000), a 401 Water Quality Certification/Waiver with the
California Regional Water Quality Board and a Section 1603 Streambed Alteration Agreement with the
California Department of Fish and Game (obtained March 2000). A wetland mitigation plan (Helix, May 22,
2001) fulfilling the City’s requirements and the referenced agencies was prepared. A Covenant of Easement
for Protection of Environmentally Sensitive Lands Agreement dated February 25, 2000 among Western
Pacific Housing - Torrey Santa Fe, LLC, Western Pacific Housing - Torrey Glenn, LLC and the City of San
Diego was recorded on February 25, 2000 as File No. 2000-0095895. The Agreement contains a description
of the environmentally sensitive lands which will be preserved (“Conserved Property”) in accordance with
the discretionary approvals granted by the City for development of the property, zoning regulations and the
MSCP and grants enforcement rights to the City, the California Department of Fish and Game and the United
States Fish and Wildlife Service to enforce the restrictions.

DR Horton. DR Horton caused a biological survey and report to be completed for its project and
the results are available for public review in the Land Development Review Division (Biological Technical
Report, City of San Diego; DUDEK, May 2000). No state or federally-listed plant or animal species were
observed on site. Two San Diego barrel cactus plants (considered sensitive) occur within the proposed
project footprint; however, these have been relocated in order to avoid direct impacts. Impacts to wetland
- and riparian habitats require application for a Section 404 Permit with the U.S. Army Corps of Engineers
(obtained August 23, 2000), a 401 Water Quality Certification/Waiver with the California Regional Water
Quality Board (obtained August 21, 2000) and a Section 1603 Streambed Alteration Agreement with the
California Department of Fish and Game (obtained November 20, 2000). A Final Conceptual Wetlands
Mitigation and Monitoring Plan (DUDEK, December 2000) fulfilling the City’s requirements and the
referenced agencies was prepared.

LEN - Greystone. LEN - Greystone caused a biological survey and report to be completed for its
project (including the portion sold to Standard Pacific) and the results are available for public review in the
Land Development Review Division (Biological Technical Report, City of San Diego; Helix, July 27, 2000).
Sensitive plant species were observed on site and sensitive animal species were observed on site, including
San Diego fairy shrimp and the coastal California gnatcatcher. Only the San Diego fairy shrimp
(endangered) and coastal California gnatcatcher (threatened) are federal listed species. The San Diego fairy
shrimp is a covered species under the MSCP. Impacts to wetland and riparian habitats require application
for a Section 404 Permit with the U.S. Army Corps of Engineers (obtained February 16, 2001), a 401 Water
Quality Certification/Waiver with the California Regional Water Quality Board (obtained December 18,
2000) and a Section 1603 Streambed Alteration Agreement with the California Department of Fish and Game
(obtained February 16, 2001). A draft wetland mitigation plan (Helix, July 25, 2000) fulfilling the City’s
requirements and the referenced agencies was prepared.
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See “BONDOWNERS’ RISKS - Endangered and Threatened Species”. Each Developer believes
that the likelihood of a listing of additional species is remote at this stage of development because each
Developer has completely cleared and graded all of its land within Improvement Area A and Improvement
Area B of the Community Facilities District. Furthermore, the development has followed normal permitting
requirements for impacts to wetlands and other water courses regulated by the U.S. Army Corps of Engineers
and the California Department of Fish and Game.

Property Ownership and Development

The information about the Developers and the other owners of land within the Community Facilities
District contained in this Official Statement has been provided by representatives of the Developers and has
not been independently confirmed or verified by either the Underwriter or the Community Facilities District.
Such information is included because it may be relevant to an informed evaluation of the security for the
2001 Bonds. However, because ownership of the property is expected to change, no assurance can be given
that the planned development will occur at all, will occur in a timely manner or will occur as presently
anticipated and described below. No representation is made herein as to the accuracy or adequacy of such
information, as to the experience, abilities or financial resources of the Developers, or any other landowner,
or as to the absence of material adverse changes in such information subsequent to the date hereof, or that
the information given below or incorporated herein by reference is correct as of any-time subsequent to its
date.

The Developers are not personally liable for payment of the Special Taxes or the 2001 Bonds, and
the following information should not be construed to suggest that the Special Taxes or the 2001 Bonds are
personal obligations or indebtedness of the Developers or any other landowners in Improvement Area A and
Improvement Area B.

The Developers and Landowners. The Developers or affiliates are composed of separate entities
which together own the majority of the land within Improvement Area A and Improvement Area B of the
Community Facilities District. The table below sets forth the name of each Developer and landowner and
the name(s) of the project(s) being developed by each of the Developers.
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Table 1

Community Facilities District No. 10 (Torrey Highland - Subarea IV)

of the Poway Unified School District

Property Ownership and Development Status

Improve-
Name of ment Development Number of No. of
Landowner/Developer Area Name Units Acres Status of Development
Western Pacific Housing -  Area A Torrey Glenn 66 units 15.1 Final maps recorded Sept. 2001; rough
Torrey Glenn, LLC 10,493 sq. ft.  net grading in 3" quarter of 2001; models
average lot acres scheduled to open in 1* Quarter 2002;
size initial sales scheduled for 4® quarter
2002.
Torrey Santa Fe -Carmel Area A Cabrera 123 units; 12.8 Final maps recorded Sept. 2001; rough
Valley, L.P. -option to 4,700 sq. ft. net grading in 3™ quarter of 2001; models
Western Pacific Housing - average lot acres scheduled to open in 2™ quarter 2002;
Cabrera, LLC size initial sales scheduled for 4™ quarter
2002.
Torrey Santa Fe - Carmel ~ Area A Montellano 112 sfd units 144 Final maps recorded Sept. 2001; rough
Valley, L.P. - option to 5,887 sq. ft. net grading in 3™ quarter of 2001; models
Western Pacific Housing - average lot acres scheduled to open in 2™ quarter 2002;
Montellano, LLCY size initial sales scheduled for 4® quarter
2002.
DR Horton San Diego Area A Bryn Glen 65 sfd units 8.5 Final maps est. to be recorded in 1™
Holding Congxany 6,027 sq. ft. net quarter of 2002; and rough grading in
Incorporated average lot acres first quarter, 2002;
size models schedule to start in 3 quarter
2002, initial sales scheduled for 4th
quarter 2002.
LEN - Greystone Torrey Area B Montea 90 dsf units 12.14  Final maps recorded July 2001 and
Highlands, LLC® 6,186 average  net rough graded; models schedule to start
sq. ft. acres in Aug. 2001; initial sales scheduled
for November, 2001.
LEN - Greystone Torrey Area B Valonia 67 dsf units 14.04  Final maps recorded July 2001; rough
Highlands, LLC® 9,607 average  net graded; models started in June 2001;
sq. ft. acres initial sales scheduled for September,
2001.
Standard Pacific Corp. Area B Cordero 78 units 10.97  Final map recorded July 2001; rough
6,449 average net graded; acquired from Greystone
sq. ft. acres July 11, 2001.

M Western Pacific Housing - Montellano, LLC and Western Pacific Housing - Cabrera, LLC have options with Torrey Sant Fe -
Carmel Valley, L.P. to purchase the improved lots at completion for the purposes of building homes on those lots. See WPH

LLC’s below.

(g) Upon recordation of the final maps, DR Horton intends to transfer title to its subsidiary Continental Homes Holding Corp.
@ As building permits are issued, LEN - Greystone intends to transfer title to Greystone Homes for construction of homes.

Information with Respect to Each Developer.

WPH LLCs.

Western Pacific Housing - Torrey Glenn, LLC acquired approximately 15.1 net acres to be developed
with approximately 66 single family detached homes. Western Pacific Housing - Torrey, LLC and Western
Pacific Housing - Torrey Santa Fe, LLC acquired property, approximately 27.1 net acres of which is to be
developed with approximately 235 single family homes in two developments. Western Pacific Housing -
Torrey, LLC and Western Pacific Housing - Torrey Santa Fe, LLC formed a joint venture partnership with
Hearthstone Companies™” called Torrey Sante Fe - Carmel Valley, L.P. for the development of the 235 lots.
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Western Pacific Housing - Montellano, LLC and Western Pacific Housing - Cabrera, LLC have options with
the joint venture to purchase the improved lots at completion for the purposes of building homes on those lots.

Description of Project. The three developments which constitute WPH LLCs project together with the
estimated lot sizes, unit sizes, base sales price range are set forth below.

Avg. Lot Size Estimated Unit Estimated Base
Project Name (sq. ft.) Size (sq. ft.) Sales Price Range ~ Units to be Sold
Cabrera 4,756 2,326 to 2,626 $445,000-$470,000 123
Montellano 5,887 2,849 to 3,693 $550,000-$610,000 112
Torrey Glenn 10,493 2,886 t0 3,734 $540,000-$595,000 _66

301

Status of Permits and Approvals. Approvals and permits have been obtained for grading and public
improvements and models. Tentative Maps were approved for all 301 units in December 2000. Final
subdivision maps were recorded on September 20, 2001. In addition, Torrey Santa Fe-Carmel Valley, L.P.,
the City and the Housing Authority of the City of San Diego entered into a “Master Affordable Housing
Agreement Authorizing Affordable Housing Density Bonus and Imposing Covenants, Conditions and
Restrictions on Real Property,” dated as of September 5, 2001 (the “Affordable Housing Agreement”). The
Affordable Housing Agreement requires the construction of at least 76 Affordable Housing Units (as defined
therein) within the Improvement Area A and which are in addition to the 301 detached units described above.
In order to complete the development by the WPH LLC’s within Improvement Area A, the WPHLLCs’ are
required to meet certain milestones with respect to the construction of the Affordable Housing Units,
including (i) that the issuance of building permits for not less than 76 Affordable Housing Units shall occur
on or before the earlier of the issuance of building permits for construction of the 151* market rate dwelling
unit or 18 months after September 20, 2001 (the date the final maps were recorded as referenced above), (ii)
completion of construction of the Affordable Housing Project shall occur upon the earlier of 12 months after
issuance of building permits for the Affordable Housing Project or two and one half years from September
20, 2001 and (iii) the issuance of building permits for the construction of the 227™ market rate unit shall not
occur until the completion of at least 76 Affordable Housing Units is authorized by the City. The WPHLLC'’s
do not expect satisfaction of the Affordable Housing Agreement to impact the expected timing of the
development and sale of the market rate units.

As managing member of the WPH LLCs’, Western Pacific Housing Inc. is currently grading the
property and constructing backbone infrastructure improvements, including water, sewer, drainage, streets
improvements, paving and street lights. In June 2001, Western Pacific Housing Inc. began grading and
constructing lots and in-tract street, sewer, water and dry utility improvements for the detached single family
housing lots within the Community Facilities District for development or sale.

In order to complete its development plan, the WPH LLCs must continue to cause substantial
improvements to the property within the Community Facilities District, including grading, storm drains,
sewer, water, dry utilities, major roadways and interior road systems. As of August 1, 2001, the cost to
develop the 301 lots to a finished lot basis, ready to build homes with the foregoing backbone infrastructure
was estimated as follows:

(The Hearthstone Companies consist of Hearthstone, a registered investment advisor, and its affiliated investment funds, which are
devoted exclusively to investing institutional capital in single-family home-building. Hearthstone was formed in 1992. On March
29, 2001, pursuant to a limited partnership agreement, Western Pacific Housing - Torrey, LLC and Western Pacific Housing Torrey
Sante Fe, LLC transferred title to the 235 lots to Torrey Sante Fe - Carmel Valley, L.P. a California limited partnership in exchange
for investment in the project. Western Pacific Housing - Torrey, LLC, Western Pacific Housing - Torrey Sante Fe, LLC and
Hearthstone are co-general partners of Torrey Sante Fe - Carmel Valley, L.P. Under a subdivision development agreement, Western
Pacific Housing - Torrey, LLC and Western Pacific Housing - Torrey Sante Fe, LLC are responsible for development of the parcels
and for payment of ad valorem taxes, Special Taxes and other costs associated with ownership and development of the parcels.
Investors in Torrey Sante Fe - Carmel Valley, L.P. are paid a portion of the sale proceeds under the option agreements and as limited
partners have no obligations with respect to the parcels. Torrey Sante Fe - Carmel Valley, L.P. is a single purpose entity created for
investment purposes and has no assets other than the parcels subject to a subdivision development agreement. Hearthstone and the
limited partners have no personal liability with respect to payment of Special Taxes or development of the parcels.

31



Description Status of Completion Estimated Cost

Infrastructure 30% complete $4,520,000
Local improvements 25% complete 3,250,000
Fees 12% paid 1,200,000

Total: 8,970,000

As of September 1, 2001, mass grading of all of the WPH LLCs’ developable property within
Improvement Area A was approximately 30% completed. As of September 1, 2001, construction of the local
improvements was approximately 25% complete and is expected to be completed in December 2001. As of
September 1, 2001, construction of the local improvements was approximately 60% complete and the grading
was approximately 80% complete.

As of September 1, 2001, the WPC LLCs had expended approximately $28.5 million for land
acquisition, entitlement, grading and infrastructure costs of a total estimated cost through completion of the
WPH LLCs’ project of $65 million.

Plan of Finance. WPH LLCs were established to facilitate Western Pacific Housing’s (defined
below) financing of the backbone infrastructure and the construction of the lots to a finished condition and
of initial houses. Western Pacific Housing - Torrey Glenn, LLC, as successor to Western Pacific Housing
has access to its parent company’s, Schuler (described below), unsecured line of credit from First Hawaiian
Bank, as agent in the amount of $350 million of which no amount was outstanding as of June 30, 2001 and
$190 million remains available to be drawn based on the covenants and restrictions included in the lending
agreement. Western Pacific Housing - Torrey, LLC and Western Pacific Housing - Torrey Sante Fe, LLC
have formed a joint venture partnership with Hearthstone Companies called Torrey Sante Fe - Carmel Valley,
L.P. Western Pacific Housing - Montellano, LL.C and Western Pacific Housing - Cabrera, LLC have entered
into option agreement with Torrey Sante Fe - Carmel Valley, L.P. to purchase the improved lots at completion
for the purposes of building homes on those lots. Western Pacific Housing - Montellano, LLC and Western
Pacific Housing - Cabrera, LLC expect to finance construction of homes through access to the parent
company’s aforementioned $350 million revolving credit line.

On April 3, 2001, Schuler Homes, Inc., a Delaware corporation (*“‘Schuler”) announced its successful
merger with a group of privately held partnerships and limited liability companies (including the WPH LLCs)
controlled by Western Pacific Housing, Inc., a California corporation (collectively, “Western Pacific
Housing™). The combined company has retained the name Schuler Homes.

Schuler is among the top fifteen homebuilders in the United States of America based on the number
of homes sold and designs, constructs, markets and sells single-family residences, townhomes and
condominiums primarily to entry-level and first-time and second-time move-up buyers. Schuler operates in
seven geographic markets: Arizona, Colorado, Hawaii, Northern California, Oregon, Southern California and
Washington, and closed the sales of 4,897 units during the year ended March 31, 2001, generating revenues
of over $1.3 billion on a pro forma basis to include Western Pacific Housing’s results. '

Schuler is subject to the informational reporting requirements of the Securities Exchange Act of 1934,
as amended (the “Exchange Act”), and in accordance therewith files reports, proxy statements and other
information with the Securities and Exchange Commission (the “SEC”). Such filings, particularly Schuler’s
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
and at the Commission’s regional offices at Northwestern Atrium Center, 500 West Madison Street, Suite
1400, Chicago, Illinois 60661 at prescribed rates. Such filings can also be accessed over the Internet at the
SEC’s website at www.sec.gov. All documents subsequently filed by Schuler pursuant to the requirements
of the Securities Exchange Act of 1934, as amended (the “Exchange Act”) after the date of this Official
Statement will be available for inspection in the same manner as described above.

Schuler is publicly traded on the NASDAQ under the symbol “SHLR.” Schuler’s Internet home page
and website is located at www.schulerhomes.com. These Internet addresses are included for reference only
and the information on any Internet site is not a part of this Official Statement or 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 any Internet site.
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Prior to its merger with Schuler, Western Pacific Housing was a California builder of single-family
attached and detached homes with operations in Orange County, the Inland Empire (Riverside and San
Bernardino counties), the Sacramento Valley, San Diego, Los Angeles/Ventura County and the Bay Area
surrounding San Francisco and San Jose. Western Pacific Housing was formed in 1993 by Eugene Rosenfeld
and private institutional equity investors including entities associated with Apollo Real Estate Advisor, LP
and Highridge Partners, L.P.

The Western Pacific Housing arm of Schuler has land development and home building operations in
32 communities in seven different regions in California, including Los Angeles, Orange, San Diego and
Riverside counties, the San Francisco Bay Area, San Jose and Sacramento.

If and to the extent that internal financing sources, including access to the $350 million revolving
credit facility of Schuler, land sales revenues and proceeds of WPH LLCs’ proportionate share of
Improvement Area A Bonds are inadequate to pay the costs to complete WPH LLCs’ planned development
within Improvement Area A, portions of the project may not be developable without additional capital
contributions from Schuler or from loans to fund such contributions. However, there can be no assurance
whatsoever of Schuler’s willingness or ability to do so; and they have no legal obligation of any kind to
Bondowners to make any such contributions or loans. Other than pointing out the willingness of Schuler to
make contributions to other projects and of certain lenders to make loans in the -past, Schuler has not
represented in any way that it or the lenders will do so for this project in the future.

Development Experience. Western Pacific Housing reported revenues and unit closings of $709.15

million and 2,098 homes during its fiscal year ended March 31, 2001. Recent projects under development
by Western Pacific Housing in southern California include the following:
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Site Name

Malina at Mission Grove

Serena

Pallazo

Esplanade

Bridlecrest at Hidden Valley
Crestmont at Hidden Valley
Rose Canyon -

Cottonwood

Sundance

Magnolia at Haskel Canyon Ranch
Acacia at Haskel Canyon Ranch
Wisteria at Haskel Canyon Ranch
Cantar at Serenta

Monte Claire

Sausalito

San Raphael

Ivy Crest

Sonoma Hills

Viadanna

City

Riverside
Stanton
Murrieta
Murrieta
Norco
Norco
Norco
Corona
Santa

Clarita

Santa
Clarita

Santa
Clarita

Santa
Clarita
Moorpark
San Diego
San Diego
San Diego
San Diego

Oceanside

Carlsbad

No. of Proposed

Units

92

84

120

150

56

109

52

84

84

116

115

122

138

50

101

126

131

125

82

Base Prices

from high
$100,000s

from mid
$200,000s

from high
$100,000s

from low
$200,000s

from low
$300,000s

from high
$300,000s

from mid
$300,000s

from low
$200,000s

from mid
$100,000s

from low
$200,000s

from low
$200,000s

from mid
$200,000s

from mid
$400,000s

from low
$700,000s

from low
$300,000s

from high
$300,000s

from low
$200,000s

from mid
$200,000s

from low
$400,000s

Square Feet
1,585-2,676

1,355-1,805
2,192-2,783
2,583-3,315
2,404-2,942
3,394-3,995
3,054-3,397
2,133-2,900
1,045-1,460
1,426-1,672
1,590-1,853
2,150-2,412
3,125-3,505
2,852-3,374
1,580-1,978
2,024-2,886
1,103-1,538
1,680-2,680

3,105-3,980

Bedrooms

3-6
3.5
3-6
4-7
4-6
4-7
3-6
3-6
2-3
3-4

3-4

2-4
23
3.5

3-6

Absorption. The Cabrera project has a projected absorption rate of 15 units per quarter, commencing
in the fourth quarter of 2001 with final sales estimated to occur in the fourth quarter of 2003. The Montellano
project has a projected absorption rate of 12 units per quarter commencing in the fourth quarter of 2001 with
final sales estimated to occur in the fourth quarter of 2003. The Torrey Glenn project has a projected
absorption rate of 12 units per quarter commencing in the fourth quarter of 2001 with final sales estimated
to occur in the first quarter of 2002. See *“- Market Absorption Study,” and APPENDIX D - “Summary

Market Absorption Study” herein.
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History of Property Tax Payment; Loan Defaults; Bankruptcy. The WPH LLCs have made the
following representations:

. neither it nor any of its current Affiliates (as defined in the Developer Continuing Disclosure
Agreement) has ever been delinquent in the payment of any ad valorem property taxes, special assessments
or special taxes in any material amount,

. neither it nor any of its Affiliates is currently in default on any loans, lines of credit or other
obligation related to its development in the Community Facilities District or any of its other projects which
default would in any way materially and adversely affect its ability to develop its development in the
Community Facilities District as described in the Official Statement or to pay the Special Taxes for which it
is responsible,

. neither it nor any of its Affiliates has any proceeding pending or threatened in which it may
be adjudicated as bankrupt, or discharged from any or all of its debts or obligations,

. no action, suit, proceedings, inquiry or investigations at law or in equity, before or by any
court, regulatory agency, public board or body, is pending (with service of process to the WPH LLC’s or an
Affiliate having been accomplished) against the WPH LLC’s or any Affiliate or, to such WPH LLC’s actual
knowledge, threatened, which if successful, would materially adversely affect the ability of the WPHLLCs
to complete the development and sale of the property currently owned within the Community Facilities
District or to pay Community Facilities District special taxes or ad valorem tax obligations when due on its
property within the Community Facilities District.

DR Horton San Diego Holding Company Incorporated.

DR Horton San Diego Holding Company Incorporated, a California corporation, (“DR Horton™) owns
approximately 8.5 net acres in Improvement Area A to be developed with approximately 65 single family
detached homes (“Bryn Glen™). DR Horton currently owns other property within Improvement Area C of the
Community Facilities District. DR Horton acquired a portion of the Bryn Glen property in November of 1999
and the remaining portion of the Bryn Glen property in February 2001. DR Horton intends to develop the
property itself. DR Horton expects to transfer title to the property to Continental Homes Holding Corp., a
subsidiary of DR Horton once the final maps are recorded.

Description of Project. The Bryn Glen development together with the estimated lot sizes, unit sizes,
base sales price range are set forth below.

Avg. Lot Size Estimated Unit Estimated Base
Project Name (sq. ft.) , Size Sales Price Range Units to be Sold
Bryn Glen ' 6,027 1,603 to 2,127 $375,000-$405,000 65 single family

detached

Status of Permits and Approvals. The Bryn Glen property is zoned for residential development.
Plans, specification, and environmental documents necessary to obtain approvals and permits for development
are being prepared. Tentative Maps were recorded for 65 units in September, 2000. Final maps are being
prepared and are estimated to begin recording in the first quarter of 2002. Rough grading plans will be
prepared during 2001 with rough grading permit estimated to be issued at the end of the second quarter of
2002. Models are estimated to open in the second or third quarter of 2002, with other models opening in
2003. There is no development agreement with respect to the DR Horton property.

Pursuant to DR Horton’s agreement with Western Pacific Housing - Camino Ruiz, LLC, Western
Pacific Housing - Camino Ruiz is responsible for substantial improvements relating to the construction of
Camino Ruiz serving Improvement Area A. See WPH LLCs’ - Status of Permits and Approvals for a
description of the status of completion of the infrastructure improvements.

As of September 1, 2001, mass grading of DR Horton’s developable property within Improvement
Area A is estimated to commence at the end of the second quarter of 2002. Construction of the regional
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sewer, water, storm drain and road improvements will be completed as part of the Camino Ruiz improvements
and are estimated to be substantially complete by September 2002.

In-tract improvements necessary for development of the property include in-tract sewer, water, storm
drains and road improvements. :

As of September 1, 2001, DR Horton had expended approximately $5.1 million for acquisition and
DR Horton estimates that is will expend approximately $300,000 for entitlement, grading and infrastructure
costs of a total estimated cost through completion of DR Horton’s Bryn Glen project of $3.0 million. Home
construction costs are in addition to the foregoing amounts.

Plan of Finance. DR Horton is a subsidiary of DR Horton Inc. (“DHI”), a Delaware corporation. DR
Horton expects to finance the construction of its lots within Improvement Area A to a finished condition and
of initial houses through internal resources and expects to finance construction of the later housing units
through home sales.

DHI is subject to the informational reporting requirements of the Exchange Act, and in accordance
therewith files reports, proxy statements and other information with the SEC. Such filings, particularly DHI’s
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 and at the SEC’s regional offices at Northwestern Atrium Center, 500 West Madison Street, Suite 1400,
Chicago, Illinois 60661 at prescribed rates. Such filings can also be accessed over the Internet at the SEC’s
web site at www.sec.gov. In addition, the aforementioned material may also be inspected at the offices of the
New York Stock Exchange, Inc. (the “NYSE”) at 20 Broad Street, New York, New York 10005. DHI is listed
on the NYSE (trading symbol “DHI”). All documents subsequently filed by DHI pursuant to the requirements
of the Exchange Act after the date of this Official Statement will be available for inspection in the same
manner as described above.

DHI’s Internet home page and website is www.drhorton.com. This Internet address is included for
reference only and the information on the Internet site is not a part of this Official Statement or 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.

If and to the extent that internal financing sources, land sales revenues and DR Horton’s proportionate
share of proceeds of the 2001 Bonds are inadequate to pay the costs to complete the planned development by
DR Horton within Improvement Area A, portions of the Bryn Glen project may not be developable without
additional capital contributions or loans from its parent entities. While its parent entities have made such
contributions or loans in the past, there can be no assurance whatsoever of their willingness or ability to do
so in the future; and they have no legal obligation of any kind to Bondowners to make any such contributions
or loans. Other than pointing out the willingness of its parent entities to make contributions or loans in the
past, DR Horton has not represented in any way that its parent entities will do so in the future.

Development Experience. DR Horton and its affiliates built approximately 300 homes in 2000, and

anticipate closing approximately 450 homes in 2001. Recent projects under development by DR Horton in
southern California include the following:
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City/ No. of Proposed

Site Name Location Units Base Prices Square Feet Bedrooms
The Highlands The Crosby Estates 55  $1,000,000 4,611-5,573 5-7
(Rancho Santa Fe) :
The Haven Bernardo Springs 82  $300,000 1,900-2,140 34
Cedar Creek  4S Ranch 80  $400,000 2,156-2,700 34
Sitella Bernardo Springs 105  $200,000 975-1,410 23
Collins Ranch Torrey Del Mar 52 $800,000 3,950-5,500 4-8
Villamontes = Torrey Del Mar 112 $500,000 2,156-2,700 34
Portico Rancho Carrillo (Carlsbad) 105 $200,000 1,340-1,540 2-3
37 Ranch Road Encinitas Ranch (Encinitias) 37  $500,000 2,000-2,700 3-5
Brae Mar Encinitas Ranch (Encinitas) 100  $600,000 2,551-3,347 3-6
Miraval Rancho Del Oro (Oceanside) 97  $200,000 2,007-2,446 3-5
Tivoli Villas  Sunbow 117  $100,000 1,040-1,431 2-3
(south San Diego County)
Adler Run Otay Ranch 69  $200,000 1,780-2,188 34

(south San Diego County)

Absorption. The Bryn Glen project has a projected absorption rate ranging fro.m 21 to 22 units during
the first through third quarters of 2002. See “- Market Absorption Study” and APPENDIX D - “Summary
Market Absorption Study” herein.

History of Property Tax Payment; Loan Defaults; Bankruptcy. DR Horton has made the following
representations:

. neither it nor to its actual knowledge any of its current Affiliates (as defined in the Developer
Continuing Disclosure Agreement) has ever been delinquent in the payment of any ad valorem property taxes,
special assessments or special taxes in any material amount,

. neither it nor any of its Affiliates is currently in default on any loans, lines of credit or other
obligation related to its development in the Community Facilities District or any of its other projects which
default would in any way materially and adversely affect its ability to develop its development in the
Community Facilities District as described in the Official Statement or to pay the Special Taxes for which it
is responsible,

. neither it nor any of its Affiliates has any proceeding pending or threatened in which it may
be adjudicated as bankrupt, or discharged from any or all of its debts or obligations,

. no action, suit, proceedings, inquiry or investigations at law or in equity, before or by any
court, regulatory agency, public board or body, is pending (with service of process to DR Horton or an
Affiliate having been accomplished) against DR Horton or any Affiliate or, to DR Horton’s actual knowledge,
threatened, which if successful, would materially adversely affect the ability of DR Horton to complete the
development and sale of the property currently owned within the Community Facilities District or to pay
Community Facilities District special taxes or ad valorem tax obligations when due on its property within the
Community Facilities District.

Len - Greystone Torrey Highlands, LLC.

LEN - Greystone Torrey Highlands LLC, a Delaware limited liability company owns approximately
26.2 net acres to be developed with approximately 157 single family detached homes in Improvement Area
B." Title to the property is expected to be transferred to Greystone Homes, Inc., a subsidiary of Lennar
Corporation, at the time of issuance of building permits.

Description of Project. The two developments which constitute LEN - Greystone’s project together
with the estimated lot sizes, unit sizes, base sales price range are set forth below.

*  On July 11, 2001, Greystone concluded the sale to Standard Pacific Corp., a Delaware corporation of approximately 11.71
net acres for approximately 78 single family detached units which is referenced in the Appraisal as being owned by Greystone.
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Avg. Lot Size Estimated Estimated Base

Project Name (sq. ft.) Unit Size Sales Price Range  Units To Be Sold
Montea 6,186 2,400t0 2,694  $470,000-$500,000 90
Valonia 9,607 3,500t03,970  $600,000-$625,000 67

The LEN - Greystone Torrey Highlands Residential Development Permit. LEN - Greystone Torrey
Highlands has an approved Planned Residential Development Permit No. 98-0392 (the “Development
Permit”) granted by the City to LEN - Greystone Torrey Highlands LLC on November 14, 2000. The
Development Permit sets forth a number of conditions to the development of the subject property. In addition,
the Development Permit sets forth the environmental/mitigation requirements for the residential property and
certain planning/design requirements for the development of the property. Prior to the filing of the first final
map, LEN - Greystone was required to comply with the requirements of the Torrey Highlands Subarea Plan
for Affordable Housing by satisfaction of the requirements of the Development Permit. LEN - Greystone
expects to satisfy those requirements by May, 2002.

Status of Permits and Approvals. The Development Permit has been issued by the City to subdivide
the property for 235 single family detached units. The City approved an amendment to the Torrey Highlands
Subarea IV Plan and rezoned the site for such purposes. The City is authorized by the United States Fish and
Wildlife Service and the California Department of Fish and Game as part of a Multiple Species Conservation
Program (“MSCP”) and has conferred upon LEN - Greystone the right to utilize the take authorizations
granted to the City pursuant to the MSCP. Final Subdivision Map Nos. 14237, 14214 and 14238 have been
approved. As noted above in “ Environmental Permits,” LEN - Greystone obtained a Section 404 Permit
with the U.S. Army Corps of Engineers (obtained February 16, 2001), a 401 Water Quality
Certification/Waiver with the California Regional Water Quality Board (obtained December 18, 2000) and
ia: Ste):ction { 20?2> ()Sérﬁambed Alteration Agreement with the California Department of Fish and Game (obtained

ebruary 16, .

LEN - Greystone is currently completing all grading and constructing all backbone public
improvements, finished lots and in-tract street, sewer, water and dry utility improvements for the detached
single family housing lots within the community for development. Six models are under construction and
homes sales commenced in September, 2001.

In order to complete its development plan, LEN - Greystone must continue to make substantial
improvements to its property within Improvement Area B, including grading, storm drains, sewer, water, dry
utilities, major roadways and interior road systems. As of August, 2001, the cost to develop the 157 lots to
the stage of finished lots ready to build homes with the foregoing backbone infrastructure was estimated as
follows: ‘

Description Status of Completion Estimated Cost
Infrastructure 25% complete $8,277,052°
Local improvements 10% complete 5,489,993
Fees 80% complete 430.010
Total: $14,197,055

*Estimated reimbursement from bond proceeds of $3,868,144.53.

As of September 1, 2001, mass grading of all of LEN - Greystone’s developable property within
Improvement Area B was substantially completed and construction of the other local improvements was
approximately 15% complete.

Other improvements and their approximate stage of completion as of September 1, 2001 include the
storm drains at approximately 75% complete, and on-site sewer at approximately 30% complete.
Approximately 39 finished lots for single family detached housing were completed by September 1, 2001,
with the remaining 118 finished lots for single family detached housing expected to be completed by the
fourth quarter of 2001.
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As of September 1, 2001, LEN - Greystone had expended approximately $22 million for acquisition,
entitlement, grading and infrastructure costs of a total estimated cost through completion of LEN -
Greystone’s project of $36 million.

Merchant Builder Sales. On July 11, 2001, LEN - Greystone concluded its sale to Standard Pacific
Corp. of 78 lots (approximately 11.71 net acres) for single family detached homes (Portions of Final Map No.
14238). A description of Standard Pacific Corp. set forth below.

Plan of Finance. LEN - Greystone is financing the construction of its lots within Improvement Area
B to a finished condition through a loan from GMAC Residential Funding Corporation. The loan is approved
in an amount up to $30,000,000 of which approximately $17,802,528 was drawn as of August 31,2001. The
loan is current. LEN - Greystone expects to finance the construction of housing units through the funds
available under the foregoing loan and home sales.

Lennar Homes of California, Inc. is the managing member of LEN - Greystone Torrey Highlands,
LLC. Lennar Homes of California, Inc., a California corporation, and Greystone Homes, Inc., a Delaware
corporation, are subsidiaries of Lennar Corporation (“Lennar”). LEN - Greystone LLC is a subsidiary of
Greystone Homes Inc., a Delaware corporation, which is a subsidiary of Lennar. Lennar is subject to the
informational reporting requirements of the Exchange Act, and in accordance therewith files reports, proxy
statements and other information with the SEC. Such filings, particularly Lennar’s 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 and at the SEC’s regional
offices at Northwestern Atrium Center, 500 West Madison Street, Suite 1400, Chicago, Illinois 60661 at
prescribed rates. Such filings can also be accessed over the Internet at the SEC’s web site at www.sec.gov.
In addition, the aforementioned material may also be inspected at the offices of the NYSE at 20 Broad Street,
New York, New York 10005. Lennar Corporation is listed on the NYSE (trading symbol “LEN). All
documents subsequently filed by Lennar Corporation pursuant to the requirements of the Exchange Act after
the date of this Official Statement will be available for inspection in the same manner as described above.

Lennar Corporation’s website is www.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 or 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.

If and to the extent that internal financing, land sales revenues and proceeds of LEN - Greystone’s
proportionate share of Improvement Area B Bonds are inadequate to pay the costs to complete the planned
development within Improvement Area B, portions of the project may not be developable without additional
capital contributions or loans from LEN - Greystone’s parent entities. While its parent entities has made such
contributions or loans in the past, there can be no assurance whatsoever of their willingness or ability to do
so in the future; and they have no legal obligation of any kind to Bondowners to make any contributions or
loans. Other than pointing out the willingness of its parent entities to make contributions or loans in the past,
LEN - Greystone has not represented in any way that its parent entities will do so in the future.

Development Experience. Greystone Homes and its affiliates built approximately 275 homes in 2000,
and anticipate closing approximately 250 homes in 2001. Recent projects under development by Greystone
Homes in southern California include the following:

No. of Proposed

Site Name City Units Base Prices Square Feet = Bedrooms
Barcelona San Diego 108 $500,000-$700,000 2,715-3,883 3-6
The Gables San Diego 44  $600,000-$700,000 3,108-3,575 3-5
Vistamonte Oceanside 72 $190,000-$250,000 1,042-1,561 2-3
Greystone Collection  Carlsbad 109  $500,000-$700,000  2,716-3,536 3-6
Santalina Carlsbad 56  $400,000-$600,000 1,946-2,223 3
Breakers San Diego 68  $650,000-$850,000 3,409-3,730 3-6

Absorption. The portion of the development with the smaller lots has a projected absorption rate of
15 units per quarter, commencing in the fourth quarter of 2001. The portion of the development with the
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largest lots has a projected absorption rate of 12 units per quarter commencing in the third quarter of 2001.
See “- Market Absorption Study” and APPENDIX D - “Summary Market Absorption Study” herein.

History of Property Tax Payment; Loan Defaults; Bankruptcy. LEN - Greystone has made the
following representations: :

. neither it nor to its actual knowledge any of its current Affiliates (as defined in the Developer
Continuing Disclosure Agreement) has ever been delinquent in the payment of any ad valorem property taxes,
special assessments or special taxes in any material amount,

. neither it nor any of its Affiliates is currently in default on any loans, lines of credit or other
obligation related to its development in the Community Facilities District or any of its other projects which
default would in any way materially and adversely affect its ability to develop its development in the
Community Facilities District as described in the Official Statement or to pay the Special Taxes for which it
is responsible,

. neither it nor any of its Affiliates has any proceeding pending or threatened in which it may
be adjudicated as bankrupt, or discharged from any or all of its debts or obligations,

. no action, suit, proceedings, inquiry or investigations at law or in equity, before or by any
court, regulatory agency, public board or body, is pending (with service of process to LEN - Greystone or an
Affiliate having been accomplished) against LEN - Greystone or any Affiliate or, to LEN - Greystone’s actual
knowledge, threatened, which if successful, would materially adversely affect the ability of LEN - Greystone
to complete the development and sale of the property currently owned within the Community Facilities
District or to pay Community Facilities District special taxes or ad valorem tax obligations when due on its
property within the Community Facilities District.

Standard Pacific Corp.

Standard Pacific Corp., a Delaware corporation (*“Standard Pacific”) owns approximately 11.0 net
acres in Improvement Area B that it plans to develop with approximately 78 single family detached homes.
These lots were acquired from LEN - Greystone on July 11, 2001.

Description of Project. The development which constitutes Standard Pacific’s project together with
the estimated lot sizes, unit sizes, base sales price range is set forth below.

Avg. Lot Size Estimated Unit Estimated Base
Project Name (sq. ft.) Size Sales Price Range Units to be sold
Cordero 6,449 2,800t0 3,450  $515,000-$550,000 78

Status of Permits and Approvals. The City approved an amendment to the Torrey Highlands Subarea
IV Plan and rezoned the site for residential purposes. The City is authorized by the United States Fish and
Wildlife Service and the California Department of Fish and Game as part of a Multiple Species Conservation
Program and has conferred upon Standard Pacific, as successor to LEN - Greystone the right to utilize the take
authorizations granted to the City pursuant to the MSCP. Final Subdivision Map No. 14238, which includes
the 78 lots acquired by Standard Pacific, has been recorded. As noted above in “ - Environmental Permits,”
LEN - Greystone obtained a Section 404 Permit with the U.S. Army Corps of Engineers (obtained February
16, 2001), a 401 Water Quality Certification/Waiver with the California Regional Water Quality Board
(obtained December 18, 2000) and a Section 1603 Streambed Alteration Agreement with the California
Department of Fish and Game (obtained February 16, 2001).

Pursuant to its purchase agreement with LEN - Greystone, LEN - Greystone is obligated to deliver
finished lots to Standard Pacific. As described above, under LEN - Greystone - Status of Permits and
Approvals, LEN - Greystone is currently completing grading and constructing all backbone public
improvements, finished lots and in-tract street, sewer, water and dry utility improvements for the detached
single family housing lots within Improvement Area B. Standard Pacific will construct model and production
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homes. Standard Pacific intends to begin model construction by November 2001. Homes sales are expected
to commence in January or February, 2002.

Grading and sewer for the lots is substantially complete and water, streets, curbs and gutters are
estimated to be completed by the end of the fourth quarter of 2001.

Because Standard Pacific acquired “finished lots,” Standard Pacific’s remaining costs relate primarily
to model and production home construction.

Plan of Finance. Standard Pacific expects to finance the construction of housing units through
internal resources and home sales.

Standard Pacific is subject to the informational reporting requirements of the Exchange Act, and in
accordance therewith files reports, proxy statements and other information with the SEC. Such filings,
particularly Standard Pacific’s 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 and at the SEC’s regional offices at Northwestern Atrium Center, 500 West
Madison Street, Suite 1400, Chicago, Illinois 60661 at prescribed rates. Such filings can also be accessed over
the Internet at the SEC’s web site at www.sec.gov. In addition, the aforementioned- material may also be
inspected at the offices of the NYSE at 20 Broad Street, New York, New York 10005. Standard Pacific is
listed on the NYSE (trading symbol “SPF”). All documents subsequently filed by Standard Pacific pursuant
to the requirements of the Exchange Act after the date of this Official Statement will be available for
inspection in the same manner as described above.

Standard Pacific’s website is www.standardpacifichomes.com. This Internet address is included for
reference only and the information on the Internet site is not a part of this Official Statement or 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.

If and to the extent that internal financing, land sales revenues and proceeds of Standard Pacific’s
proportionate share of Improvement Area B Bonds are inadequate to pay the costs to complete the planned
development of Standard Pacific within Improvement Area B, portions of the project may not be developable.
While Standard Pacific 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; and its has no legal obligation of any kind to
Bondowners to make any such contributions or to obtain loans. Other than pointing out the willingness of
Standard Pacific to provide internal financing in the past, Standard Pacific has not represented in any way that
it will do so in the future.

Development Experience. Standard Pacific, together with its subsidiaries, operate primarily as a
geographically diversified builder of single-family homes throughout major metropolitan markets in
California, Texas and Arizona. Standard Pacific’s predecessor began home building in 1966 with a single
tract of land in Orange County, California. Through its eight homebuilding divisions, Standard Pacific
delivered 3,472 homes in 1999 and 3,871 homes in 2000, and anticipate closing approximately 4,500 homes
in 2001. Recent projects under development by Standard Pacific in southern California include the following:

No. of Proposed

Site Name City Units Base Prices Square Feet = Bedrooms
Sansonnet San Diego 183  $550,000-700,000 2,700-3,875 3-5
Cedar Crossing San Marcos 93  $350,000-400,000 1,700-2,600 34
Blossom Ridge - Chula Vista 95  $270,000-300,000 1,885-2,340 34
Rose Creek Chula Vista 73 $250,000-270,000 1,500-2,000 34
Shorepointe Carlsbad - 146 $425,000-500,000 1,800-2,890 3-5
Maravu Encinitas 43 $700,000-800,000 3,200-4,500 35

Absorption. Standard Pacific’s development has a projected absorption rate of 14 units per quarter,
commencing the first quarter of 2002. This is slightly later than estimated by the Market Consultant in its
report dated July 1, 2001. See “ - Market Absorption Study” and APPENDIX D - “Summary Market
Absorption Study” herein.
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History of Property Tax Payment; Loan Defaults; Bankruptcy. Standard Pacific has made the
following representations:

. neither it nor to its actual knowledge any of its current Affiliates (as defined in the Developer
Continuing Disclosure Agreement) has ever been delinquent in the payment of any ad valorem property taxes,
special assessments or special taxes in any material amount,

. neither it nor any of its Affiliates is currently in default on any loans, lines of credit or other
obligation related to its development in the Community Facilities District or any of its other projects which
default would in any way materially and adversely affect its ability to develop its development in the
Community Facilities District as described in the Official Statement or to pay the Special Taxes for which it
is responsible,

. neither it nor any of its Affiliates has any proceeding pending or threatened in which it may
be adjudicated as bankrupt, or discharged from any or all of its debts or obligations,

. no action, suit, proceedings, inquiry or investigations at law or in equity, before or by any
court, regulatory agency, public board or body, is pending (with service of process to Standard Pacific or an
Affiliate having been accomplished) against Standard Pacific or any Affiliate or, to Standard Pacific’s actual
knowledge, threatened, which if successful, would materially adversely affect the ability of LEN - Greystone
to complete the development and sale of the property currently owned within the Community Facilities
District or to pay Community Facilities District special taxes or ad valorem tax obligations when due on its
property within the Community Facilities District.

Neither the Developers nor the merchant builders are under any legal obligation of any kind to
expend funds for the development of the property within the Community Facilities District and will continue
to expend such funds only if they determine that doing so is in their best interests. There is no assurance of
any kind that the Developers’ expectations described above will actually materialize or that the money
necessary in order to implement the Developers’ development plan will in fact be available, or if available,
will be used for such purpose.

Market Absorption Study

The Market Absorption Consultant has prepared a market analysis of the property in the Community
Facilities District in its Market Absorption Study, dated July 1, 2001 (the “Market Absorption Study”).

Based upon its analysis of the expected demographic-economic trends, the Market Consultant
estimated the Community Facilities District is expected to accommodate the 366 residential units in
Improvement Area A and the 235 residential units in Improvement Area B at build-out by the fourth quarter
of 2003 and second quarter of 2003, respectively. The Market Absorption Consultant’s estimated absorption
rates of the different categories of residential units are as follows:
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The Market Absorption Study is subject to a number of assumptions and limiting conditions. See
APPENDIX D - “Summary Market Absorption Study” for a discussion of the assumptions and limit
conditions of the Market Absorption Study.

Appraised Property Values

The purpose of the appraisal was to estimate the market value of the land in its as is condition for each
of the separate projects, subject to the lien of Special Taxes of Improvement Area A and Improvement Area
B for the subject properties. The subject property includes property proposed for development of 367 single
family detached units in Improvement Area A and 235 single family detached units in Improvement Area B.
The Appraisal is based on certain assumptions set forth in APPENDIX C hereto.

Based on the investigation and analyses described in the Appraisal, and subject to all of the premises,
assumptions and limiting conditions set forth therein, the Appraiser estimated the market value of the taxable
property in Improvement Area A and Improvement Area B as of July 1, 2001, to be $52,970,000 and
$43,150,000, respectively. The market value includes the value of extensive grading and infrastructure
improvements.

The Appraisal estimated the value of the property in Improvement Area A and Improvement Area B
as “finished lots,” that is, the lots have had fine grading, all in-tract streets and utilities have been completed
and fees have been paid or credited (sewer, water, road, library, park, etc.) Up to the stage of pulling building
permits (which, as described in “Property Ownership” above, is not yet the condition of the property within
the Improvement Areas), less the remaining cost to the Developers to achieve finished lots (based on the status
of the development process as of July 1, 2001). The estimate of value was based on fee simple ownership,
subject only to easements of record and the lien of the Special Taxes.

The Appraiser used a sales comparison approach, in which listings and sales of similar bulk
residential properties in the general area are analyzed in order to derive an indication of the most probable
sales price of the property being appraised. The estimate of value for the property in Improvement Area A and
Improvement Area B was achieved using the sales price of comparable bulk residential lots in the area that
were listed or had sold within the prior 24 months.

Subject to these assumptions, the Appraiser estimated that the market value of the land within Improvement
Area A and Improvement Area B (subject to the lien of the Special Taxes) as of July 1, 2001 was as follows:

Improvement Area A

Western Pacific Housing - Torrey Glenn $11,800,000

Western Pacific Housing - Montellano 18,450,000

Western Pacific Housing - Cabrera 15,250,000

DR Horton - Bryn Glen 7,470,000
Total $52,970,000
Improvement Area B

LEN - Greystone - Greystone Highlands $43,150,000°

o Subsequent to the date of value of the Appraisal, 78 lots were sold by LEN - Greystone to Standard Pacific on July 11, 2001.

The School District makes no representation as to the accuracy or completeness of the Appraisal.
See APPENDIX C hereto for more information relating to the Appraisal.

The $52,970,000 and $43,150,000 market values reported in the Appraisal results in an estimated
value-to-lien ratios of 5.41 to 1 in Improvement Area A and 6.75 to 1 in Improvement Area B calculated with
respect to all direct and overlapping tax and assessment debt as of the estimated date of issuance of the 2001
Bonds. See “Direct and Overlapping Debt” below.
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Table 3
Community Facilities District No. 10 (Torrey Highlands - Subarea IV)
of the Poway Unified School District
Improvement Area A and Improvement Area B
Value to Lien Analysis

Improvement Area A

Appraised FY 2002-03 Percentage of Bond Value-
Merchant Builder Lots Value Special Tax Total Special Tax Allocation to-Lien'
Western Pacific
Housing 301 $45,500,000 $523,932 92.33% $8.956,010 5.08
DR Horton 65 7,470,000 43,495 7.67% 743,990 10.04
Total 366 $52,970,000 $567,427 100.00% $9,700,000 5.46

Improvement Area B

Appraised  FY2002-03  Percentage of Bond Value-
Merchant Builder Lots Value Special Tax  Total Special Tax ~ Allocation to-Lien
LEN - Greystone 157  $28,258,236 $263,513 69.97% $4,439,596 6.36
Standard Pacific 78 14,891,764 113,077 30.03% 1,905,404 71.82
Total 235 $43,150,000 $376,590 100.00% $6,345,000 6.80

! Includes Improvement Area bonded indebtedness and excludes other overlapping indebtedness. See, “Direct
and Overlapping Debt” below.

Source: David Taussig & Associates, Inc.
Estimated Special Tax Allocation by Project

As of August 27, 2001, the Developers own in the aggregate 366 final and tentative lots in
Improvement Area A and 235 final lots in Improvement Area B and are responsible for all of the Special
Taxes. As aresult, in determining the investment quality of the 2001 Bonds, Bondowners should assume that
a portion of the Special Taxes in Improvement Area A and Improvement Area B will be paid by the
Developers until such time as the parcels are transferred to individual owners. To date, the Developers have
been current in the payment of the County ad valorem property taxes.

Table 3 shows the amount of the Special Tax for which each such Developer is currently responsible
and the percentage of the estimated total amount of the Special Tax for Fiscal Year 2002-03, if Special Taxes
were to be levied based on current ownership. Interest on the 2001 Bonds is capitalized until September 1,
2002, so the first year of Special Tax levy will be Fiscal Year 2002-03.

Direct and Overlapping Debt

Tables 4 and 5 below set forth the existing authorized indebtedness payable from taxes and
assessments that may be levied within Improvement Area A and Improvement Area B prepared by California
Municipal Statistics, Inc. and dated July 1, 2001 (the “Debt Reports™). The Debt Reports are included for
general information purposes only. In certain cases, the percentages of debt calculations are based on assessed
values, which will change significantly as sales occur and assessed values increase to reflect housing values.
The Community Facilities District believes the information is current as of its date, but makes no
representation as to its completeness or accuracy. Other public agencies, such as the City or the County, may
issue additional indebtedness at any time, without the consent or approval of the School District or the
Community Facilities District and the Community Facilities District expects to issue additional debt secured
by spec1al taxes on Developed Property in the future. See * - Overlapping Assessment and Maintenance
Districts” below.
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The Debt Reports generally includes long term obligations sold in the public credit markets by public
agencies whose boundaries overlap the boundaries of Improvement Area A and Improvement Area B in whole
or in part. Such long term obligations generally are not payable from property taxes, assessment or special
taxes on land in Improvement Area A and Improvement Area B. In many cases long term obligations issued
by a public agency are payable only from the general fund or other revenues of such public agency.
Additional indebtedness could be authorized by the School District, the County, the City or other public
agencies at any time.

The Community Facilities District has not undertaken to commission annual appraisals of the market
value of property in the Community Facilities District for purposes of its Annual Reports pursuant to the
Continuing Disclosure Agreement, and information regarding property values for purposes of a direct and
overlapping debt analysis which may be contained in such reports will be based on assessed values as
determined by the County Assessor. See APPENDIX F hereto for the form of Community Facilities District
Continuing Disclosure Agreement.

Table 4
Community Facilities District No. 10 (Torrey Highlands - Subarea IV)
of the Poway Unified School District
IMPROVEMENT AREA A

POWAY UNIFIED SCHOOL DISTRICT COMMUNITY FACILITIES DISTRICT NO. 10, IMPROVEMENT AREA A

2000-01 Assessed Valuation: $9,663,500

DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable Debt 7/1/01
Metropolitan Water District 0.001% $ 5,275
San Diego County Water Authority 0.006 284
City of San Diego 0.011 1,988
City of San Diego Open Space Park District 0.011 5,007
Poway Unified School District Community Facilities District No. 10, Improvement Area A 100. - (D
TOTAL GROSS DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT $12,554
Less: San Diego Open Space Park District (100% self-supporting) 5,007
TOTAL NET DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT $ 7.547
OVERLAPPING GENERAL FUND OBLIGATION DEBT:
San Diego County General Fund Obligations 0.005% $26,663
San Diego County Pension Obligations 0.005 15,867
San Diego County Superintendent of Schools Obligations 0.005 109
Palomar Community College District Certificates of Participation 0.024 1,663
City of San Diego General Fund Obligations 0.011 42,732
TOTAL OVERLAPPING GENERAL FUND OBLIGATION DEBT $87,034
GROSS COMBINED TOTAL DEBT $99,588 (2)
NET COMBINED TOTAL DEBT . $94,581

(1) Excludes Mello-Roos Act bonds to be sold.
(2) Excludes tax and revenue anticipation notes, revenue, mortgage revenue and tax allocation bonds and non-bonded capital
lease obligations.

Ratios to 2000-01 Assessed Valuation:

Direct Debt . ... ot - %
Total Gross Direct and Overlapping Tax and Assessment Debt . ... ... 0.13%
Total Net Direct and Overlapping Tax and Assessment Debt ........ 0.08%
Gross Combined Total Debt . .......... .. ... .. it 1.03%
Net Combined Total Debt . ....... ... .. ... .. iiiiiiiinn, 0.98%

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/00: $0

Source: California Municipal Statistics, Inc.
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POWAY UNIFIED SCHOOL DISTRICT COMMUNITY FACILITIES DISTRICT NO. 10, IMPROVEMENT AREA B

Table 5
Community Facilities District No. 10 (Torrey Highlands - Subarea IV)
of the Poway Unified School District
IMPROVEMENT AREA B

2000-01 Assessed Valuation: $4,511,957

DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable
Metropolitan Water District 0.0005%
San Diego County Water Authority 0.003
City of San Diego 0.005
City of San Diego Open Space Park District 0.005

Poway Unified School District Community Facilities District No. 10, Improvement Area B 100.
TOTAL GROSS DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT
Less: San Diego Open Space Park District (100% self-supporting)
TOTAL NET DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT

OVERLAPPING GENERAL FUND OBLIGATION DEBT:

San Diego County General Fund Obligations 0.003%,
San Diego County Pension Obligations 0.003
San Diego County Superintendent of Schools Obligations 0.003
Palomar Community College District Certificates of Participation 0.011
City of San Diego General Fund Obligations 0.005

TOTAL OVERLAPPING GENERAL FUND OBLIGATION DEBT

GROSS COMBINED TOTAL DEBT
NET COMBINED TOTAL DEBT

(1) Excludes Mello-Roos Act bonds to be sold.

(2) Excludes tax and revenue anticipation notes, revenue, mortgage revenue and tax atlocation bonds and non-bonded capital

lease obligations.

Ratios to 2000-01 Assessed Valuation:

Direct Debt . ...t e e e - %
Total Gross Direct and Overlapping Tax and Assessment Debt . . ... .. 0.13%
Total Net Direct and Overlapping Tax and Assessment Debt ........ 0.08%
Gross Combined Total Debt . ............ ... ... oot 1.15%
Net Combined Total Debt ........ ... ..., 1.10%

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/00: $0

Source:

California Municipal Statistics, Inc.
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Table 6 below sets forth estimated Fiscal Year 2001-02 overall tax rates projected to be applicable
to a detached single family residential unit within Zone 2 of Improvement Area A with 2,626 of building
square feet. Table 6 also sets forth those entities with fees, charges, ad valorem taxes and special taxes
regardless of whether those entities have issued debt.

Table 6
Community Facilities District No. 10 (Torrey Highlands - Subarea 1V)
of the Poway Unified School District
Improvement Area A
Estimated Fiscal Year 2001-02 Tax Rates
(Zone 2 Detached Unit of 2,626 Building Square Feet)

Projected Maximum
Assessed Valuation and Property Taxes Percent Amount Amount

ESTIMATED SALES PRICE $470,000
Homeowner Exemption (7.000)
ASSESSED VALUE : $463,000
AD VALOREM PROPERTY TAXES
General Purpose 1.00000% $4,630 $4,630
San Diego City _ 0.00743% 34 34
County Water Authority - Debt Service 0.00091 %
Metropolitan Water District Debt Service 0.00880% 41 41
Total General Property Taxes and Overrides 1.01714% $4,709 $4,709
ASSESSMENTS, SPECIAL TAXES AND PARCEL
CHARGES (1)
County Mosquito/Rat Control $3 $3
County Water Authority Standby Charge (2) 10 10
Metropolitan Water District Standby Charge (2) 12 12
Peiiasquitos East Maintenance District 11 11
Poway Unified School District CFD No. 10 1,818 1,818
Poway Unified School District CFD No. 10 1,760 1,760

Improvement Area A
Total Assessments, Special Taxes and Parcel Changes $3,614 $3,614
PROJECTED TOTAL PROPERTY TAXES ) ' $8,323 $8,323
Projected Total Effective Tax Rate (as % of Sales 1.77084 % 1.77084 %
Notes:

(1) All assessment amounts reflect the Fiscal Year 2001-02

amounts.
(2) Assumes that the lot size is less than or equal to one
acre.

Source: David Taussig & Associates, Inc.
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Table 7 below sets forth estimated Fiscal Year 2001-02 overall tax rates projected to be applicable
to a single family residential unit within Improvement Area B with 3,055 of building square feet. Table 7 sets
forth those entities with fees, charges, ad valorem taxes and special taxes regardless of whether those entities
have issued debt.

Table 7
Community Facilities District No. 10 (Torrey Highlands - Subarea IV)
of the Poway Unified School District
Improvement Area B

Estimated Fiscal Year 2001-02 Tax Rates
(Zone 2 Detached Unit of 3,055 Building Square Feet)

Projected Maximum
Assessed Valuation and Property Taxes Percent Amount Amount
ESTIMATED SALES PRICE $535,000
Homeowner Exemption (7.000)
ASSESSED VALUE $528,000
AD VALOREM PROPERTY TAXES
General Purpose 1.00000% $5,280 $5,280
San Diego City 0.00743% 39 $39
County Water Authority - Debt Service 0.00091 % 5 $5
Metropolitan Water District debt Service 0.00880% 46 46
Total General Property Taxes and Overrides 1.01714% $5,370 $5,370
ASSESSMENTS, SPECIAL TAXES AND PARCEL
CHARGES (1)
County Mosquito/Rat Control $3 $3
County Water Authority Standby Charge (2) 10 10
Metropolitan Water District Standby Charge (2) 12 12
Pefiasquitos East Maintenance District 11 11
Poway Unified School District CFD No. 10 1,818 1,818
Poway Unified School District CFD No. 10 1,738 1,738
Improvement Area B '
Total Assessments, Special Taxes and Parcel Changes $3,592 $3,592
PROJECTED TOTAL PROPERTY TAXES $10,826 $10,826
Projected Total Effective Tax Rate (as % of Sales Price) 1.697348% 1.697348%
Notes:

(1) All assessment amounts reflect the Fiscal Year 2001-02
(2) Assumes that the lot size is less than or equal to one acre.

Source: David Taussig & Associates, Inc.

49



Overlapping Assessment and Maintenance Districts

Metropolitan Water District Standby Charge. The Metropolitan Water District imposes an annual
direct assessment at the rate of $11.50 per acre, or $11.50 per parcel if the parcel is less than an acre. This
assessment is used for capital improvements of the distribution system and the construction and maintenance
of reservoirs. This assessment was first levied in the 1992-93 tax year and will continue to be levied for an
indefinite period. The Metropolitan Water District holds a public hearing once every year. Parcels with their
own wells may be exempted from this assessment.

Pefiasquitos East Maintenance District. This special assessment is based on land use and benefit
factors. One equivalent benefit unit (“EBU”) is equal to $11.14. There are 17 land use classes. For single
family detached units the EBU is 1.0 and the Fiscal Year 2000-01 special assessment levy was $11.14. Single
family attached units and apartments are categorized as .7 EBU, and the Fiscal Year 2000-01 special
assessment levy was $7.80 per unit.

County Water Authority Standby Charge. All property in the Community Facilities District is subject
to an annual direct assessment at the rate of $10.00 per acre, or $10.00 per parcel if the parcel is less than an
acre. This pay-as-you-go assessment is used to fund capital improvements and will contmue to be levied for
an indefinite period.

County Mosquito/Rat Control. The San Diego County Department of Environmental Health imposes
an annual direct assessment on all property at the rate of $3 per parcel. This assessment is fixed unless there
is a vote to increase the assessment. This pay-as-you-go assessment is used for vector surveillance and control
programs. The County Department of Environmental Health provides free services to the residents to control
mosquito breeding and rodent activity.

The Community Facilities District has no control over the amount of additional debt payable from
taxes or assessments levied on all or a portion of the property within a special district which may be incurred
in the future by other governmental agencies, including, but not limited to, the County, the City or any other
governmental agency having jurisdiction over all or a portion of the property within the Community Facilities
District. Furthermore, nothing prevents the owners of property within the Community Facilities District from
consenting to the issuance of additional debt by other governmental agencies which would be secured by taxes
or assessments on a parity with the Special Taxes. To the extent such indebtedness is payable from
assessments, other special taxes levied pursuant to the Act or taxes, such assessments, special taxes and taxes
will be secured by liens on the property within a district on a parity with a lien of the Special Taxes.

Accordingly, the debt on the property within the Community Facilities District could increase, without
any corresponding increase in the value of the property therein, and thereby severely reduce the ratio that
exists at the time the 2001 Bonds are issued between the value of the property and the debt secured by the
Special Taxes and other taxes and assessments which may be levied on such property. The incurring of such
additional indebtedness could also affect the ability and willingness of the property owners within the
Community Facilities District to pay the Special Taxes when due.

Moreover, in the event of a delinquency in the payment of Special Taxes, no assurance can be given
that the proceeds of any foreclosure sale of the property with delinquent Special Taxes would be sufficient
to pay the delinquent Special Taxes. See “BONDOWNERS’ RISKS - Appraised Values.”

BONDOWNERS’ RISKS

In addition to the other information contained in this Official Statement, the following risk factors
should be carefully considered in evaluating the investment quality of the 2001 Bonds. The School District
cautions prospective investors that this discussion does not purport to be comprehensive or definitive and
does not purport to be a complete statement of all factors which may be considered as risks in evaluating the
credit quality of the 2001 Bonds. The occurrence of one or more of the events discussed herein could
adversely affect the ability or willingness of property owners in Improvement Area A or Improvement Area
B to pay their Special Taxes when due. Any such failure to pay Special Taxes could result in the inability of
the School District to make full and punctual payments of debt service on the 2001 Bonds. In addition, the
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occurrence of one or more of the events discussed herein could adversely affect the value of the property in
Improvement Area A and Improvement Area B.

Risks of Real Estate Secured Investments Generally

The Bondowners will be subject to the risks generally incident to an investment secured by real estate,
including, without limitation, (i) adverse changes in local market conditions, such as changes in the market
value of real property in the vicinity of Improvement Area A or Improvement Area B, the supply of or demand
for competitive properties in such area, and the market value of residential property in the event of sale or
foreclosure; (ii) changes in real estate tax rate and other operating expenses, governmental rules (including,
without limitation, zoning laws and laws relating to endangered species and hazardous materials) and fiscal
policies; and (iii) natural disasters (including, without limitation, earthquakes and floods), which may result
in uninsured losses.

Concentration of Ownership

As of September 1, 2001, the Developers and the affiliate landowners are responsible for 100%
percent of the Special Taxes. See “THE COMMUNITY FACILITIES DISTRICT - Property Ownership and
Development.” If the Developers or affiliate landowners are unwilling or unable to pay the Special Tax when
due, a potential shortfall in the Bond Service Fund could occur, which would result in the depletion of the
Reserve Fund prior to reimbursement from the resale of foreclosed property or payment of the delinquent
Special Taxes and, consequently, a delay or failure in payments of the principal of or interest on the 200
Bonds. :

No property owner is obligated in any manner to continue to own or develop any of the land it
presently owns within Improvement Area A or Improvement Area B. The Special Taxes are not a personal
obligation of the Developer, any merchant builder or of any owner of the parcels, and the Community
Facilities District can offer no assurance that any current owner or any future owner will be financially able
to pay such installments or that it will choose to pay even if financially able to do so.

Failure to Develop Properties

Development of property within Improvement Area A and Improvement Area B may be subject to
economic considerations and unexpected delays, disruptions and chances which may affect the willingness
and ability of the Developers or any property owner to pay the Special Taxes when due.

Land development is also subject to comprehensive federal, State and local regulations. Approval
is required from various agencies in connection with the layout and design of developments, the nature and
extent of improvements, construction activity, land use, zoning, school and health requirements, as well as
numerous other matters. Final maps have been recorded for all but 65 lots within Improvement Area A and
most discretionary governmental approvals have been obtained with respect to such lots. The property within
Improvement Area A and Improvement Area B is partially developed with public infrastructure improvements
and construction, some of which are substantially complete; however, additional approvals are necessary to
complete the development. Itis possible that the approvals necessary to complete development of the property
within Improvement Area A and Improvement Area B will not be obtained on a timely basis. Failure to obtain
any such approval could adversely affect land development operations within Improvement Area A and
Improvement Area B. In addition, there is a risk that future governmental restrictions on land development
within Improvement Area A or Improvement Area B will be enacted, either directly by a governmental entity
with jurisdiction or by the voters through the exercise of the initiative power.

The failure to complete the development or the required infrastructure in the Community Facilities
District or substantial delays in the completion of the development or the required infrastructure for the
development due to litigation, the inability to obtain required funding, failure to obtain necessary
governmental approval or other causes may reduce the value of the property within Improvement Area A or
Improvement Area B and increase the length of time during which Special Taxes will be payable from
Undeveloped Property, and may affect the willingness and ability of the owners of property within
Improvement Area A or Improvement Area B to pay the Special Taxes when due. See “COMMUNITY
FACILITIES DISTRICT NO. 10 (TORREY HIGHLANDS - SUBAREA IV) - Appraised Property Values.”
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Bondowners should assume that any event that significantly impacts the ability to develop land in
Improvement Area A and Improvement Area B would cause the property values within Improvement Area
A and Improvement Area B to decrease substantially from those estimated by the Appraiser and could affect
the willingness and ability of the owners of land within Improvement Area A and Improvement Area B to pay -
the Special Taxes when due. ‘

Special Taxes Are Not Personal Obligations

The current and future owners of land within Improvement Area A and Improvement Area B are not
personally liable for the payment of the Special Taxes. Rather, the Special Tax is an obligation only of the
land within Improvement Area A and Improvement Area B. If the value of the land within Improvement Area
A and Improvement Area B is not sufficient to fully secure the Special Tax, then the Community Facilities
District has no recourse against the landowner under the laws by which the Special Tax has been levied and
the 2001 Bonds have been issued.

The 2001 Bonds Are Limited Obligations of the Community Facilities District

The Community Facilities District has no obligation to pay principal of and interest on the 2001
Bonds in the event Special Tax collections are delinquent, other than from amounts, if any, on deposit in the
Reserve Fund or funds derived from the tax sale or foreclosure and sale of parcels on which levies of the
Special Tax are delinquent, nor is the Community Facilities District obligated to advance funds to pay such
debt service on the 2001 Bonds.

Appraised Values

The Appraisal summarized in APPENDIX C hereto estimates the fee simple interest market value
of the residential property within Improvement Area A and Improvement Area B. This value is merely the
present opinion of the Appraiser, and is qualified by the Appraiser as stated in the Appraisal. The School
District has not sought the present opinion of any other appraiser of the value of the Taxable Property. A
different present opinion of such value might be rendered by a different appraiser.

The opinion of value relates to sale by a willing seller to a willing buyer, each having similar
information and neither being forced by other circumstances to sell nor 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. It is based upon present facts and circumstances.
Differing facts and circumstances may lead to differing opinions of value. The appraised market value is not
evidence of future value because future facts and circumstances may differ significantly from the present.

No assurance can be given that if any of the Taxable Property in Improvement Area A and
Improvement Area B should become delinquent in the payment of Special Taxes, and be foreclosed upon, that
such property could be sold for the amount of estimated market value thereof contained in the Appraisal.

Land Development

A major risk to the Bondowners is that development by the property owners in Improvement Area
A and Improvement Area B may be subject to unexpected delays, disruptions and changes which may affect
the willingness and ability of the property owners to pay Special Taxes when due. For example, proposed
development within Improvement Area A and Improvement Area B could be adversely affected by
unfavorable economic conditions, competing development projects, an inability of the current owners or
future owners of the parcels to obtain financing, fluctuations in the real estate market or interest rates,
unexpected increases in development costs, changes in federal, state or local governmental policies relating
to the ownership of real estate, faster than expected depletion of existing water allocations, the appearance
of previously unknown environmental impacts necessitating preparation of a supplemental environmental
impact report, unfavorable economic conditions which might result from the September 11, 2001 airline
hijackings and catastrophic destruction of the World Trade Center in New York, New York and damage to
the Pentagon in Washington D.C. , and by other similar factors. There can be no assurance that land
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development operations within Improvement Area A or Improvement Area B will not be adversely affected
by the factors described above.

In addition, partially developed land is less valuable than developed land and provides less security
for the 2001 Bonds (and therefore to the owners of the 2001 Bonds) should it be necessary for the Community
Facilities District to foreclose on undeveloped property due to the nonpayment of Special Taxes. Moreover,
failure to complete future development on a timely basis could adversely affect the land values of those
parcels which have been completed. Lower land values result in less security for the payment of principal
of and interest on the 2001 Bonds and lower proceeds from any foreclosure sale necessitated by delinquencies
in the payment of the Special Taxes.

Furthermore, an inability to develop the land within Improvement Area A and Improvement Area B
as planned will reduce the expected diversity of ownership of land within Improvement Area A and
Improvement Area B, making the payment of debt service on the 2001 Bonds more dependent upon timely
payment of the Special Taxes levied on the undeveloped property. Because of the concentration of
undeveloped property ownership, the timely payment of the 2001 Bonds depends upon the willingness and
ability of the current owners of undeveloped land and any merchant builders to whom finished lots are sold
to pay the Special Taxes levied on the undeveloped land when due. Furthermore, continued concentration
of ownership increases the potential negative impact of a bankruptcy or other financial difficulty experienced
by the existing landowners. See “Concentration of Property Ownership” above.

Burden of Parity Liens, Taxes and Other Special Assessments on the 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 “COMMUNITY FACILITIES DISTRICT NO. 10 (TORREY
HIGHLANDS - SUBAREA IV) - Direct and Overlapping Debt” states 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 and furthermore 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 2001 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 2001 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.

While governmental taxes, assessments and charges are a common claim against the value of a parcel
of Taxable Property, other less common claims may be relevant. One of the most serious in terms of the
potential reduction in the value that may be realized to pay the Special Tax is a claim with regard to a
hazardous substance. See “Hazardous Substances” below.

Disclosure to Future Purchasers

The Community Facilities District has recorded Notices of Special Tax Lien on behalf of itself,

Improvement Area A and Improvement Area B in the Office of the San Diego County Recorder on
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September 21,2001 as Document Nos. 2001-0681525,2001-0681526 and 2001-0681527, respectively. 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 A or Improvement Area B or the lending of
money thereon. The Act requires the subdivider (or its agent or representative) of a subdivision 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 the above 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.

Government Approvals

The Developers or their predecessors have secured most discretionary approvals, permits and
government entitlements necessary to develop the land within Improvement Area A and Improvement Area
B. Nevertheless, development within Improvement Area A and Improvement Area B is contingent upon the
construction of a number of major public improvements as well as the necessary local in-tract improvements.
The installation of the necessary improvements and infrastructure is subject to the receipt of construction or
building permits from the City and other public agencies. The failure to obtain any such approval could
adversely affect construction within Improvement Area A or Improvement Area B. A slow down or stoppage
of the construction process could adversely affect land values. No assurance can be given that permits will
be obtained in a timely fashion, if at all. The failure to do so may result in the prevention, or significant delays
in the development of the projects or portions thereof. See “Failure to Develop Properties” above.

Local, State and Federal Land Use Regulations

There can be no assurance that land development operations within Improvement Area A or
Improvement Area B will not be adversely affected by future government policies, including, but not limited
to, governmental policies which directly or indirectly restrict or control development. During the past several
years, citizens of a number of local communities in California have placed measures on the ballot designed
to control the rate of future development. During the past several years, state and federal regulatory agencies
have significantly expanded their involvement in local land use matters through increased regulatory
enforcement of various environmental laws, including the Endangered Species Act, the Clean Water Act and
the Clear Air Act, among others. Such regulations can substantially impair the rate and amount of
development without requiring just compensation unless the effect of the regulation is to deny all economic
use of the affected property. Bondowners should assume that any event that significantly impacts the ability
to construct homes on land in Improvement Area A and Improvement Area B could cause the land values
within Improvement Area A and Improvement Area B to decrease substantially and could affect the
willingness and ability of the owners of land to pay the Special Taxes when due or to proceed with
development of land in Improvement Area A and Improvement Area B. See “Failure to Develop Properties™
above,

Utility Deregulation

The State of California is currently experiencing a crisis in the supply and pricing of electricity and
gas. The crisis has resulted in blackouts in several areas of the State and further outages were predicted for
the summer months when demand increases. The Community Facilities District is served by the San Diego
Gas and Electric Company. Under the current terms of State regulation, San Diego Gas and Electric Company
has been able to pass through significant portions of the substantial increase in the wholesale cost of gas and
electricity to its customers. Other electrical utilities, such as Southern California Edison Company and Pacific
Gas and Electric Company have experienced a significant cash crisis and Pacific Gas and Electric Company
submitted a Chapter 11 bankruptcy filing for protection from its creditors on Apnl 6,2001. The effect of the
crisis on the local or State economy can not be predicted.
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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.
Thus, the presence of an endangered plant or animal could delay development of vacant property in
Improvement Area A or Improvement Area B or reduce the value of undeveloped property. Failure to develop
the vacant property in Improvement Area A or Improvement Area B as planned, or substantial delays in the
completion of the planned development of the property may increase the amount of Special Taxes to be paid
by the owners of undeveloped property and affect the willingness and ability of the owners of property within
Improvement Area A or Improvement Area B to pay the Special Taxes when due.

At present, other than the species covered by the Implementing Agreement and the Habitat
Management Plan, the vacant property within Improvement Area A and Improvement Area B is not known
to be inhabited by any plant or animal species which either the California Fish and Game Commission or the
United States Fish and Wildlife Service has listed as endangered or threatened. See “THE COMMUNITY
FACILITIES DISTRICT - Environmental Permits” for a discussion of the Implementing Agreement and
Subarea Plan and the Habitat Management Plan. Furthermore, each Developer reports that the vacant property
within the Community Facilities District proposed to be developed by such Developer is not known by the
applicable Developer to be inhabited by any plant or animal species which either the California Fish and
Game Commission or the United States Fish and Wildlife Service has proposed for addition to the endangered
species list.

Hazardous Substances

While governmental taxes, assessments, and charges are a common claim against the value of a
Taxable Property, other less common claims may be relevant. One of the most serious in terms of the
potential reduction in the value that may be realized to pay the Special Tax is a claim with regard to hazardous
substances. In general, the owners and operators of parcels within Improvement Area A or Improvement Area
B may be required by law to remedy conditions of the parcels related to the 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 also stringent and
similar. Under many of these laws, the owner (or operator) is obligated to remedy a hazardous substances
condition of a property whether or not the owner (or operator) has anything to do with creating or handling
the hazardous substance. The effect, therefore, should any parcel within Improvement Area A or
Improvement Area B be affected by a hazardous substance, would be to reduce the marketability and value
of the parcel by the costs of remedying the condition, because the owner (or operator) is obligated to remedy
the condition. Further, such liabilities may arise not simply from the existence of a hazardous substance but
from the method of handling or disposing of it. All of these possibilities could significantly affect the
financial and legal ability of a property owner to develop the affected parcel or other parcels, as well as the
value of the property that is realizable upon a delinquency and foreclosure.

In 1998, Western Pacific Housing retained Geocon Incorporated to conduct a geotechnical
investigation of its proposed development site (Report Dated October 7, 1998). In its opinion, the site could
be developed as planned provided certain recommendations of the report were followed. In 1999, Western
Pacific Housing retained Pacific Soils Engineering, Inc. to conduct a preliminary geotechnical study and
grading plan review of Torrey Glenn, in its opinion, the proposed development was feasible and the most
significant issues were the recommended unsuitable soil removal, monitoring of time-dependent settlement
and possible delays in improvement construction caused by time-dependant settlement. (Report dated
December 14, 1999).

LEN - Greystone retained Geotechnics Incorporated to conduct subsurface exploration and laboratory
testing regarding the feasibility of (including the portion sold to Standard Pacific Corp.) proposed
development sites and to make recommendations for earthwork construction and foundation design. (Report
dated February 15, 2000).

The value of the property within Improvement Area A and Improvement Area B, as set forth in the
appraised values set forth in the Appraisal hereto do not, take into account the possible reduction in
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marketability and value of any of the parcels of Taxable Property by reason of the possible liability of the
owner (or operator) for the remedy of a hazardous substance condition of the parcel. The Community
Facilities District has not independently verified and is not aware that the owner (or operator) has such a
current liability with respect to any of the parcels of Taxable Property, except as expressly noted. However,
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 parcels of
Taxable Property resulting from the existence, currently, on the parcel of a substance presently classified as
hazardous but which 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 which 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 or disposing of it. All of these
possibilities could significantly affect the value of a Taxable Property that is realizable upon a delinquency.

Insufficiency of the Special Tax

The principal source of payment of principal of and interest on the 2001 Bonds is the proceeds of the
annual levy and collection of the Special Tax against property within Improvement Area A and Improvement
Area B. The annual levy of the Special Tax is subject to the maximum tax rates authorized. 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 2001 Bonds. Other funds which might be available include funds derived from the payment of
penalties on delinquent Special Taxes and funds derived from the tax sale or foreclosure and sale of parcels
on which levies of the Special Tax are delinquent.

The levy of the Special Tax will rarely, if ever, result in a uniform relationship between the value of
particular Taxable Property and the amount of the levy of the Special Tax against such parcels. Thus, there
will rarely, if ever, be a uniform relationship between the value of such parcels and the proportionate share
of debt service on the 2001 Bonds, and certainly not a direct relationship.

The Special Tax levied in any particular tax year on a Taxable Property is based upon the revenue
needs and application of each Rate and Method. Application of each Rate and Method will, in turn, be
dependent upon certain development factors with respect to each Taxable Property by comparison with similar
development factors with respect to the other Taxable Property within Improvement Area A and Improvement
Area B. Thus, in addition to annual variations of the revenue needs from the Special Tax, the following are
some of the factors which might cause the levy of the Special Tax on any particular Taxable Property to vary
from the Special Tax that might otherwise be expected:

(1) Reduction in the amount of Taxable Property, for such reasons as acquisition of
Taxable Property by a government 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 parcels of Taxable Property.

2 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 of Taxable
Property.

Except as set forth above under “SECURITY FOR THE 2001 BONDS - Special Taxes” and “ - Rate
and Method” herein, each Bond Indenture 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 2001 BONDS - Proceeds of Foreclosure Sales” 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 ad valorem property taxes. Pursuant to these procedures, if taxes are unpaid for a period of
five years or more, the property is subject to sale by the County.

In the event that sales or foreclosures of property are necessary, there could be a delay in payments
to owners of the 2001 Bonds pending such sales or the prosecution of foreclosure proceedings and receipt by
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the School District of the proceeds of sale if the Reserve Fund is depleted. See “SECURITY FOR THE 2001
BONDS - Proceeds of Foreclosure Sales.”

In addition, the Rate and Method limits the increase of Special Taxes levied on parcels of Developed
Property to cure delinquencies of other property owners in Improvement Area A or Improvement Area B. See
“SECURITY FOR THE 2001 BONDS - Rate and Method” herein.

Exempt Properties

Certain properties are exempt from the Special Tax in accordance with the Rate and Method (see
“SECURITY FOR THE 2001 BONDS - Rate and Method” herein). In addition, the Act provides that
properties or entities of the state, federal or local government are exempt from the Special Tax; provided,
however, that property within Improvement Area A or Improvement Area B 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 Tax. It is possible that property acquired by a public entity following
a tax sale or foreclosure based upon failure to pay taxes could become exempt from the Special Tax. 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 Tax. In the event
that additional property is dedicated to the School District or other public entities, this additional property
might become exempt from the Special Tax.

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.

Depletion of Reserve Fund

Each Reserve Fund is to be maintained at an amount equal to the applicable Reserve Requirement
(see “SECURITY FOR THE 2001 BONDS - Reserve Fund” herein). Funds in a Reserve Fund may be used
to pay principal of and interest on the applicable 2001 Bonds in the event the proceeds of the levy and
collection of the Special Tax against property within Improvement Area A or Improvement Area B are
insufficient. If funds in a Reserve Fund for the applicable 2001 Bonds are depleted, the funds can be
replenished from the proceeds of the levy and collection of the Special Tax that are in excess of the amount
required to pay all amounts to be paid to the Bondowners pursuant to the applicable Bond Indenture.
However, no replenishment from the proceeds of a Special Tax levy can occur as long as the proceeds that
are collected from the levy of the Special Tax against property within the Improvement Area A or
Improvement Area B, as applicable, at the maximum tax rates, together with other available funds, remains
insufficient to pay all such amounts. Thus it is possible that the Reserve Fund will be depleted and not be
replenished by the levy of the Special Tax.

Potential Delay and Limitations in Foreclosure Proceedings

The payment of property owners’ taxes and the ability of the Community Facilities District to
foreclose the lien of a delinquent unpaid Special Tax pursuant to its covenant to pursue judicial foreclosure
proceedings, may be limited by bankruptcy, insolvency or other laws generally affecting creditors’ rights or
by the laws of the State relating to judicial foreclosure. See “SECURITY FOR THE 2001 BONDS - Proceeds
of Foreclosure Sales” and “BONDOWNERS’ RISKS -Bankruptcy and Foreclosure Delay” herein. In
addition, the prosecution of a foreclosure could be delayed due to many reasons, including crowded local
court calendars or lengthy procedural delays.

The ability of the Community Facilities District to collect interest and penalties specified by State
law and to foreclose against properties having delinquent Special Tax installments may be limited in certain
respects with regard to properties in which the Federal Deposit Insurance Corporation (the “FDIC”) has or
obtains an interest. The FDIC would obtain such an interest by taking over a financial institution which has
made a loan which is secured by property within the Community Facilities District. See BONDOWNERS’
RISKS - Payments by FDIC and Other Federal Agencies.”
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The Community Facilities District and the School District are unable to predict what effect the
application of a policy statement by the FDIC regarding payment of state and local real property taxes would
have in the event of a delinquency on a parcel within Improvement Area A or Improvement Area B in which
the FDIC has or obtains an interest, although prohibiting the lien of the FDIC to be foreclosed at a judicial
foreclosure sale would likely reduce or eliminate the persons willing to purchase a parcel at a foreclosure sale.

In addition, potential investors should be aware that judicial foreclosure proceedings are not summary
remedies and can be subject to significant procedural and other delays caused by crowded court calendars and
other factors beyond control of the Community Facilities District or the School District. Potential investors
should assume that, under current conditions, it is estimated that a judicial foreclosure of the lien of Special
Taxes will take up to two or three years from initiation to the lien foreclosure sale. At a Special Tax lien
foreclosure sale, each parcel will be sold for not less than the “minimum bid amount” which is equal to the
sum of all delinquent Special Tax installments, penalties and interest thereon, costs of collection (including
reasonable attorneys fees), post-judgment interest and costs of sale. Each parcel is sold at foreclosure for the
amounts secured by the Special Tax lien on such parcel and multiple parcels may not be aggregated in a single
“bulk” foreclosure sale. If any parcel fails to obtain a “minimum bid,” the Community Facilities District may,
but is not obligated to, seek superior court approval to sell such parcel at an amount less than the minimum
bid. Such Superior Court approval requires the consent of the owners of 75% of the aggregate principal
amount of the outstanding 2001 Bonds. -

Delays and uncertainties in the Special Tax lien foreclosure process create significant risks for
Bondowners. High rates of special tax payment delinquencies which continue during the pendency of
protracted Special Tax lien foreclosure proceedings, could result in the rapid, total depletion of the Reserve
Fund prior to replenishment from the resale of property upon foreclosure. In that event, there could be a
default in payment of the principal of, and interest on, the 2001 Bonds. See “Concentration of Ownership”
above.

Bankruptcy and Foreclosure Delay

The payment of Special Taxes and the ability of the Community Facilities District to foreclose the
lien of a delinquent Special Taxes as discussed in the section herein entitled “SECURITY FOR THE 2001
BONDS” may be limited by bankruptcy, insolvency, or other laws generally affecting creditors’ rights or by
the laws of the State relating to judicial foreclosure. In addition, the prosecution of a judicial foreclosure may
be delayed due to congested local court calendars or procedural delays.

The various legal opinions to be delivered concurrently with the delivery of the 2001 Bonds
(including Bond Counsel’s approving legal opinion) will be qualified, as to the enforceability of the various
legal instruments, by moratorium, bankruptcy, reorganization, insolvency or other similar laws affecting the
rights of creditors generally.

Although bankruptcy proceedings would not cause the obligation to pay the Special Tax to become
extinguished, bankruptcy of a property owner or of a partner or other equity owner of a property owner, could
result in a stay of enforcement of the lien for the Special Taxes, a delay in prosecuting Superior Court
foreclosure proceedings or adversely affect the ability or willingness of a property owner to pay the Special
Taxes and could result in the possibility of delinquent Special Taxes not being paid in full. In addition, the
amount of any lien on property securing the payment of delinquent Special Taxes could be reduced if the
value of the property were determined by the bankruptcy court to have become less than the amount of the
lien, and the amount of the delinquent Special Taxes in excess of the reduced lien could then be treated as an
unsecured claim by the court. Any such stay of the enforcement of the lien for the Special Tax, or any such
delay or non-payment, would increase the likelihood of a delay or default in payment of the principal of and
interest on the 2001 Bonds and the possibility of delinquent Special Taxes not being paid in full. Moreover,
amounts received upon foreclosure sales may not be sufficient to fully discharge delinquent instaliments. To
the extent that a significant percentage of the property in Improvement Area A and Improvement Area B is
owned by the Developers, or any other property owner, and such owner is the subject of bankruptcy
proceedings, the payment of the Special Tax and the ability of the School District to foreclose the lien of a
delinquent unpaid Special Tax could be extremely curtailed by bankruptcy, insolvency, or other laws generally
affecting creditors’ rights or by the laws of the State relating to judicial foreclosure.
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In 1992, the United States Court of Appeals for the Ninth Circuit issued its opinion in a bankruptcy
case entitled In re Glasply Marine Industries. In that case, the court held that ad valorem property taxes
levied by Snohomish County in the State of Washington after the date that the property owner filed a petition
for bankruptcy were not entitled to priority over a secured creditor with a prior lien on the property. The court
upheld the priority of unpaid taxes imposed after the filing of the bankruptcy petition as “administrative
expenses” of the bankruptcy estate, payable after all secured creditors. As a result, the secured creditor was
to foreclose on the property and retain all of the proceeds of the sale except the amount of the pre-petition
taxes.

According to the court’s ruling, as administrative expenses, post-petition taxes would have to be paid,
assuming that the debtor 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 at that time become subject to current ad valorem taxes.

The Act provides that the Special Taxes are secured by a continuing lien, which is subject to the same
lien priority in the case of delinquency as ad valorem taxes. No case law exists with respect to how a
bankruptcy court would treat the lien for the Special Taxes levied after the filing of a petition in bankruptcy.
Glasply is controlling precedent for bankruptcy courts in the State. If the Glasply precedent was applied to
the levy of the Special Tax, the amount of Special Tax received from parcels whose owners declare
bankruptcy could be reduced.

It should also be noted that on October 22, 1994, Congress enacted 11 U.S. C. Section 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. Pursuant to this new provision of law, in the event of a
bankruptcy petition filed on or after October 22, 1994, the lien for ad valorem taxes in subsequent fiscal years
will attach even if the property is part of the bankruptcy estate. Bondowners should be aware that the
potential effect of 11 U.S. C. Section 362(b)(18) on the Special Taxes depends upon whether a court were to
determine that the Special Taxes should be treated like ad valorem taxes for this purpose.

Payments by FDIC and Other Federal Agencies

The ability of the School District to collect interest and penalties specified by state law and to
foreclose the lien of delinquent Special Taxes may be limited in certain respects with regard to properties in
which the Federal Deposit Insurance Corporation (the “FDIC”), the Drug Enforcement Agency, the Internal
Revenue Service or other similar federal governmental agencies has or obtains an interest.

Specifically, with respect to the FDIC, on June 4, 1991, the FDIC issued a Statement of Policy
Regarding the Payment of State and Local Property Taxes (the “1991 Policy Statement”). The 1991 Policy
Statement was revised and superseded by new Policy Statement effective January 9, 1997 (the “Policy
Statement”). The Policy Statement provides that real property owned by the FDIC is subject to state and local
real property taxes only if those taxes are assessed according to the property’s value, and that the FDIC is
immune from real property taxes assessed on any basis other than property value. According to the Policy
Statement, the FDIC will pay its property tax obligations when they become due and payable and will pay
claims for delinquent property taxes as promptly as is consistent with sound business practice and the orderly
administration of the institution’s affairs, unless abandonment of the FDIC’s interest in the property is
appropriate. The FDIC will pay claims for interest on delinquent property taxes owed at the rate provided
under state law, to the extent the interest payment obligation is secured by a valid lien. The FDIC will not
pay any amounts in the nature of fines or penalties and will not pay nor recognize liens for such amounts. If
any property taxes (including interest) on FDIC owned property are secured by a valid lien (in effect before
the property became owned by the FDIC), the FDIC will pay those claims. The Policy Statement further
provides that no property of the FDIC is subject to levy, attachment, garnishment, foreclosure or sale without
the FDIC’s consent. In addition, the FDIC will not permit a lien or security interest held by the FDIC to be
eliminated by foreclosure without the FDIC’s consent.

The Policy Statement states that the FDIC generally will not pay non ad valorem taxes, including
special assessments, on property in which it has a fee interest unless the amount of tax is fixed at the time that
the FDIC acquires its fee interest in the property, nor will it recognize the validity of any lien to the extent it
purports to secure the payment of any such amounts. Special taxes imposed under the Act and a special tax
formula which determines the special tax due each year, are specifically identified in the Policy Statement as
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being imposed each year and therefore covered by the FDIC’s federal immunity. With respect to property in
California owned by the FDIC on January 9, 1997 and that was owned by the RTC on December 31, 1995,
or that became the property of the FDIC through foreclosure of a security interest held by the RTC on that
date, the FDIC will continue the RTC’s prior practice of paying special taxes imposed pursuant to the Act if
the taxes were imposed prior to the RTC’s acquisition of an interest in the property. All other special taxes
may be challenged by the FDIC.

The FDIC has filed claims against the County of Orange with respect to Mello-Roos community
facilities district special taxes in the United States Bankruptcy Court and in Federal District Court in which
the FDIC has taken a position similar to the position outlined in the Policy Statement. While all of such
claims have not been resolved, the Bankruptcy Court has issued a tentative ruling in favor of the FDIC on
certain of such claims. The County of Orange has appealed such ruling and the FDIC has cross-appealed.
The decision of the United States Court of Appeals for the 9" Circuit (the “9* Circuit Court™) was filed on
August 28,2001. In its decision, the Court stated that the FDIC as a federal agency is exempt from the Mello-
Roos Special Tax. The FDIC has also filed suit (the “post-bankruptcy” suit) regarding special taxes imposed
after 1994. However, such action has been stayed pending resolution of the 9* Circuit Court appeal by the
FDIC regarding the bankruptcy case. The post-bankruptcy suit has recently been consolidated with the cases
filed by the FDIC against other California counties and is pending in the United States District Court in Los
Angeles. The FDIC has filed a motion to lift the bankruptcy stay. .

The School District is unable to predict what effect the application of the Policy Statement would
have in the event of a delinquency on a parcel within Improvement Area A and Improvement Area B in which
the FDIC has or obtains an interest, although prohibiting the lien of the FDIC to be foreclosed at a judicial
foreclosure sale would reduce or eliminate the persons willing to purchase a parcel at a foreclosure sale.
Owners of the 2001 Bonds should assume that the Community Facilities District will be unable to collect
Special Taxes or to foreclose on any parcel owned by the FDIC. Such an outcome could cause a draw on the
applicable Reserve Fund and perhaps, ultimately, a default in payment on the 2001 Bonds. Based upon the
secured tax roll as of January 1, 2001, the FDIC does not presently own any of the property in Improvement
Area A and Improvement Area B. The School District expresses no view concerning the likelihood that the
risks described above will materialize while the 2001 Bonds are outstanding.

Factors Affecting Parcel Values and Aggregate Value

Geologic, Topographic and Climatic Conditions. The value of the Taxable Property in Improvement
- Area A and Improvement Area B in the future can be adversely affected by a variety of additional factors,
particularly those which may affect infrastructure and other public improvements and private improvements
on the parcels of Taxable Property and the continued habitability and enjoyment of such private
improvements. Such additional factors include, without limitation, geologic conditions such as earthquakes
and volcanic eruptions, topographic conditions such as earth movements, landslides, liquefaction, floods or
fires, and climatic conditions such as tornadoes, droughts, and the possible reduction in water allocation or
availability. It can be expected that one or more of such conditions may occur and may result in damage to
improvements of varying seriousness, that 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, the value of the Taxable Property may well depreciate or disappear.

Seismic Conditions. Improvement Area A and Improvement Area B, like all California communities,
may be subject to unpredictable seismic activity. The occurrence of seismic activity in the Community
Facilities District could result in substantial damage to properties in Improvement Area A or Improvement
Area B which, in turn, could substantially reduce the value of such properties and could affect the ability or
willingness of the property owners to pay their Special Taxes. Any major damage to structures as a result of
seismic activity could result in greater reliance on undeveloped property in the payment of Special Taxes.

Legal Requirements. Other events which may affect the value of a parcel of Taxable Property in
Improvement Area A and Improvement Area B 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.
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No Acceleration Provisions

The 2001 Bonds do not contain a provision allowing for the acceleration of the 2001 Bonds in the
event of a payment default or other default under the terms of the 2001 Bonds or the Bond Indentures.
Pursuant to each Bond Indenture, a bondowner is given the right for the equal benefit and protection of ail
Bondowners similarly situated to pursue certain remedies (see APPENDIX E - “Summary of Bond Indentures™
herein). So long as the 2001 Bonds are in book-entry form, DTC will be the sole bondowner and will be
entitled to exercise all rights and remedies of bondowner.

District Formation

California voters, on June 6, 1978, approved an amendment (“Article XIIIA”) to the California
Constitution. Section 4 of Article XIIIA, requires a vote of two-thirds of the qualified electorate to impose
“special taxes,” or any additional ad valorem, sales or transaction taxes on real property. At an election held
in Improvement Area A and in Improvement Area B pursuant to the Act, more than two-thirds of the qualified
electors within Improvement Area A and Improvement Area B, consisting of the landowners within the
boundaries of Improvement Area A and Improvement Area B, authorized the Community Facilities District
to incur bonded indebtedness to finance the City Facilities and approved each applicable Rate and Method.
The Supreme Court of the State of California has not yet decided whether landowner-elections (as opposed
to resident elections) satisfy requirements of Section 4 of Article XIIIA, nor has the Supreme Court decided
whether the special taxes of a community facilities district constitute a “special tax” for purposes of Article
XIIA.

Section 53341 of the Act requires that any action or proceeding to attack, review, set aside, void or
annul the levy of a special tax or an increase in a special tax pursuant to the Act shall be commenced within
30 days after the special tax is approved by the voters. No such action has been filed with respect to the
Special Tax.

Billing of Special Taxes

A special tax formula can result in a substantially heavier property tax burden being imposed upon
properties within a community facilities district than elsewhere in a city or county, and this in turn can lead
to problems in the collection of the special tax. In some community facilities districts the taxpayers have
refused to pay the special tax and have commenced litigation challenging the special tax, the community
facilities district and the bonds issued by the comnmnity facilities district.

Under provisions of the Act, the Special Taxes are billed to the properties within Improvement Area
A or Improvement Area B which were entered on the Assessment Roll of the County Assessor by January 1
of the previous fiscal year on the regular property tax bills sent to owners of such properties. Such Special
Tax installments are due and payable, and bear the same penalties and interest for non-payment, as do regular
property tax installments. These Special Tax installment payments cannot be made separately from property
tax payments. Therefore, the unwillingness or inability of a property owner to pay regular property tax bills
as evidenced by property tax delinquencies may also indicate an unwillingness or inability to make regular
property tax payments and installment payments of Special Taxes in the future. See “SECURITY FOR THE
2001 BONDS - Proceeds of Foreclosure Sales,” for a discussion of the provisions which apply, and
procedures which the Community Facilities District is obligated to follow, in the event of delinquency in the
payment of installments of Special Taxes.

Inability to Collect Special Taxes

In order to pay debt service on the 2001 Bonds, it is necessary that the Special Tax levied against land
within Improvement Area A and Improvement Area B be paid in a timely manner. The Community Facilities
District has covenanted in each Bond Indenture under certain conditions to institute foreclosure proceedings
against property with delinquent Special Tax in order to obtain funds to pay debt service on the 2001 Bonds.
If foreclosure proceedings were instituted, any mortgage or deed of trust holder could, but would not be
required to, advance the amount of the delinquent Special Tax to protect its security interest. In the event such
superior court foreclosure is necessary, there could be a delay in principal and interest payments to the owners
of the 2001 Bonds pending prosecution of the foreclosure proceedings and receipt of the proceeds of the
foreclosure sale, if any. No assurances can be given that the real property subject to foreclosure and sale at
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a judicial foreclosure sale will be sold or, if sold, that the proceeds of such sale will be sufficient to pay any
delinquent Special Tax installment. Although the Act authorizes the Board of Education to cause such an
action to be commenced and diligently pursued to completion, the Act does not specify the obligations of the
Board of Education with regard to purchasing or otherwise acquiring any lot or parcel of property sold at the
foreclosure sale if there is no other purchaser at such sale. See “SECURITY FOR THE 2001 BONDS -
Proceeds of Foreclosure Sales.”

Right to Vote on Taxes Act

An initiative measure commonly referred to as the “Right to Vote on Taxes Act” (the “Initiative”)
was approved by the voters of the State of California at the November 5, 1996 general election. The Initiative
added Article XIIIC (“Article XIIIC”) and Article XIIID to the California Constitution. According to the
“Title and Summary” of the Initiative prepared by the California Attorney General, the Initiative limits *“the
authority of local governments to impose taxes and property-related assessments, fees and charges.” The
provisions of the Initiative have not yet been interpreted by the courts, although a number of lawsuits have
been filed requesting the courts to interpret various aspects of the Initiative.

Among other things, Section 3 of Article XIII states that “. . . the initiative power shall not be
prohibited or otherwise limited in matters of reducing or repealing any local tax, assessment, fee or charge.”
The Act provides for a procedure, which includes notice hearing, protest and voting requirements to alter the
rate and method of apportionment of an existing special tax. However, the Act prohibits a legislative body
from adopting any resolution to reduce the rate of any special tax or terminate the levy of any special tax
pledged to repay any debt incurred pursuant to the Act unless such legislative body determines that the
reduction or termination of the special tax would not interfere with the timely retirement of that debt. On July
1, 1997, a bill signed into law by the Governor of the State enacting Government Code Section 5854, which
states that:

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

Accordingly, although the matter is not free from doubt, it is likely that the Initiative has not
conferred on the voters the power to repeal or reduce the Special Taxes if such reduction would interfere with
the timely retirement of the 2001 Bonds.

It may be possible, however, for voters or Improvement Area A or Improvement Area B to reduce
the Special Taxes in a manner which does not interfere with the timely repayment of the 2001 Bonds but
which does reduce the maximum amount of Special Taxes that may be levied in any year below the existing
levels. Therefore, no assurance can be given with respect to the levy of Special Taxes for Administrative
Expenses. Furthermore, no assurance can be given with respect to the future levy of the Special Taxes in
amounts greater than the amount necessary for the timely retirement of the 2001 Bonds.

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 Community Facilities District is not able to predict the outcome of any such
exarmination.

The foregoing discussion of Proposition 218 should not be considered an exhaustive or authoritative
treatment of the issues. The Community Facilities District does not expect to be in a position to control the
consideration or disposition of these issues and cannot predict the timing or outcome of any judicial or
legislative activity in this regard. Interim rulings, final decisions, legislative proposals and legislative
enactments may all affect the impact of Proposition 218 on the 2001 Bonds as well as the market for the 2001
Bonds. Legislative and court calendar delays and other factors may prolong any uncertainty regarding the
effects of Proposition 218.
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Ballot Initiatives and Legislative Measures

The Initiative was adopted pursuant to a measure qualified for the ballot pursuant to California’s
constitutional initiative process and the State Legislature has in the past enacted legislation which has altered
the spending limitations or established minimum funding provisions for particular activities. From time to
time, other initiative measures could be adopted by California voters or legislation enacted by the State
Legislature. The adoption of any such initiative or enactment of legislation might place limitations on the
ability of the State, the County, the School District or local districts to increase revenues or to increase
appropriations or on the ability of a property owner to complete the development of the property.

Limited Secondary Market

There can be no guarantee that there will be a secondary market for the 2001 Bonds or, if a secondary
market exists, that such 2001 Bonds can be sold for any particular price. Although the School District, the
Community Facilities District and the Developers have committed to provide certain statutorily-required
financial and operating information, there can be no assurance that such information will be available to
Bondowners on a timely basis. The failure to provide the required annual financial information does not give
rise to monetary damages but merely an action for specific performance. Occasionally, because of general
market conditions, lack of current information, the absence of credit rating for the 2001 Bonds or because of
adverse history or economic prospects connected with a particular issue, secondary marketing practices in
connection with a particular issue are suspended or terminated. Additionally, prices of issues for which a
market is being made will depend upon then prevailing circumstances. Such prices could be substantially
different from the original purchase price.

Loss of Tax Exemption

As discussed under the caption “LEGAL MATTERS - Tax Exemption,” the interest on the 2001
Bonds could become includable in gross income for federal income tax purposes retroactive to the date of
issuance of the 2001 Bonds as a result of a acts or omission of the Community Facilities District and the
School District in violation of certain provisions of the Code and the covenants of each Bond Indenture. In
order to maintain the exclusion from gross income for federal income tax purposes of the interest on the 2001
Bonds, the School District has covenanted in each Bond Indenture not to take any action, or fail to take any
action, if such action or failure to take such action would adversely affect the exclusion from gross income
of interest on the 2001 Bonds under Section 103 of the Internal Revenue Code of 1986, as amended. Should
such an event of taxability occur, the 2001 Bonds are not subject to early redemption and will remain
outstanding to maturity or until redeemed under the optional redemption or mandatory sinking fund
redemption provisions of the applicable Bond Indenture. See “THE 2001 BONDS - Redemption.”

Limitations on Remedies

Remedies available to the Bondowners may be limited by a variety of factors and may be inadequate
to assure the timely payment of principal of and interest on the 2001 Bonds or to preserve the tax-exempt
status of the 2001 Bonds. See “Payments by FDIC and other Federal Agencies,” “No Acceleration Provision”
and “Billing of Special Taxes” herein.

The Board of Education has not evaluated the foregoing risks, and further, is not aware of any
evaluation of these risks by the landowners. Since these are largely business risks of the type that
landowners customarily evaluate individually, and inasmuch as changes in land ownership may well
mean changes in the evaluation with respect to any particular parcel of Taxable Property, the Board
of Education has undertaken financing of the acquisition and construction of the City Facilities without
regard to any such evaluation, as an incident to the orderly, planned development of the project site.
Thus, formation of the Community Facilities District by the Board of Education in no way implies that
the Board of Education has evaluated these risks or the reasonableness of these risks, but to the
contrary, the Board of Education has made no such evaluation and is undertaking acquisition and
construction of the City Facilities even though such risks may be serious and may ultimately halt or
slow the progress of land development and forestall the realization of Taxable Property values.
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LEGAL MATTERS
Legal Opinion

The legal opinion of Best Best & Krieger LLP, San Diego, California, Bond Counsel, approving the
validity of the 2001 Bonds will be made available to purchasers at the time of original delivery and is attached
hereto as Appendix H. A copy of the legal opinion will be printed on each 2001 Bond. McFarlin &
Anderson, Lake Forest, California is serving as Disclosure Counsel. Best Best & Krieger LLP will also pass
upon certain legal matters for the School District and the Community Facilities District as special counsel to
these entities.

Tax Exemption

In the opinion of Best Best & Krieger LLP, San Diego, California, Bond Counsel, subject, however
to the qualifications set forth below, under existing law, the interest on the 2001 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 2001 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 in each Bond Indenture 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 2001 Bonds.

In the further opinion of Bond Counsel, interest on the 2001 Bonds is exempt from California
personal income taxes.

. To the extent the issue price of any maturity of the 2001 Bonds is less than the amount to be paid at

maturity of such 2001 Bonds (excluding amounts stated to be interest and payable at least annually over the
term of such 2001 Bonds), the difference constitutes “original issue discount,” the accrual of which, to the
extent properly allocable to each Owner thereof, is treated as interest on the 2001 Bonds which is excluded
from gross income for federal income tax purposes and State of California personal income taxes. For this
purpose, the issue price of a particular maturity of the 2001 Bonds in the first price at which a substantial
amount of such maturity of the 2001 Bonds is sold to the public (excluding bond houses, brokers, or similar
persons or organizations acting in the capacity of underwriters, placement agents or wholesalers). The
original issue discount with respect to any maturity of the 2001 Bonds accrues daily over the term to maturity
of such 2001 Bonds on the basis of a constant interest rate compounded semiannually (with straight-line
interpolations between compounding dates). The accruing original issue discount is added to the adjusted
basis of such 2001 Bonds to determine taxable gain or loss upon disposition (including sale, redemption, or
payment on maturity) of such 2001 Bonds. Owners of the 2001 Bonds should consult their own tax advisors
with respect to the tax consequences of ownership of the 2001 Bonds with original issue discount, including
the treatment of purchasers who do not purchase such 2001 Bonds in the original offering to the public at the
first price at which a substantial amount of such 2001 Bonds is sold to the public.

The 2001 Bonds purchased, whether at original issuance or otherwise, for an amount greater than
their principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium Bonds”)
will be treated as having amortizable bond premium. No deduction is allowable for the amortizable bond
premium in the case of bonds, like the Premium Bonds, the interest on which is excluded from gross income
for federal income tax purposes. However, a purchaser’s basis in a Premium Bond, and under Treasury
Regulations, the amount of tax exempt interest received will be reduced by the amount of amortizable bond
premium properly allocable to such purchaser. Owners of Premium Bonds should consult their own tax
advisors with respect to the proper treatment of amortizable bond premium in their particular circumstances.

Owners of the 2001 Bonds should also be aware that the ownership or disposition of, or the accrual
or receipt of interest on, the 2001 Bonds may have federal or state tax consequences other than as described
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above. Bond Counsel expresses no opinion regarding any federal or state tax consequences arising with
respect to the 2001 Bonds other than as expressly described above.

Absence of Litigation

No litigation is pending or threatened concerning the validity of the 2001 Bonds. There is no action,
suit or proceeding known by the Community Facilities District or the School District to be pending at the
present time restraining or enjoining the delivery of the 2001 Bonds or in any way contesting or affecting the
validity of the 2001 Bonds or any proceedings of the Community Facilities District or the School District
taken with respect to the execution thereof. A no litigation certificate executed by the School District will
be delivered to the Underwriter simultaneously with the delivery of the 2001 Bonds.

No General Obligation of School District or Community Facilities District

The 2001 Bonds are not general obligations of the School District or the Community Facilities
District, but are limited obligations of the Community Facilities District payable solely from proceeds of the
Special Tax of the applicable Improvement Area and proceeds of the Improvement Area A Bonds or
Improvement Area B Bonds, respectively, including amounts in the applicable Reserve Fund, Special Tax
Fund and Bond Service Fund and investment income on funds held pursuant to the applicable Bond Indenture
(other than as necessary to be rebated to the United States of America pursuant to Section 148(f) of the Code
and any applicable regulations promulgated pursuant thereto). Any tax levied for the payment of the
Improvement Area A Bonds or the Improvement Area B Bonds shall be limited to the Special Taxes to be
collected within the applicable Improvement Area of the Community Facilities District.

NO RATINGS

The 2001 Bonds have not been rated by any securities rating agency.

UNDERWRITING

The Improvement Area A Bonds are being purchased by the Stone & Youngberg LLC at a purchase
price of $9,516,416.50 (which represents the aggregate principal amount of the Improvement Area A Bonds
of $9,700,000, less an underwriter’s discount of $177,346.00 less original issue discount of $6,237.50). The
Improvement Area B Bonds are being purchased by the Stone & Youngberg LLC at a purchase price of
$6,218,035.85 (which represents the aggregate principal amount of the Improvement Area B Bonds of
$6,345,000, less an underwriter’s discount of $122,889.15 less original issue discount of $4,075.00).

The purchase agreement relating to the 2001 Bonds provides that the Underwriter will purchase all
of the 2001 Bonds, if any are purchased, the obligation to make such purchase bemg subject to certain terms
and conditions set forth in such purchase agreement.

The Underwriter may offer and sell 2001 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

Except for some Bond Counsel fees paid from advances made to the School District by the Developer,
fees payable to certain professionals, including the Underwriter, McFarlin & Anderson, as Disclosure
Counsel, Best Best & Krieger LLP, as Bond Counsel, and State Street Bank and Trust Company of California,
N.A., as the Fiscal Agent, are contingent upon the issuance of the 2001 Bonds. The fees of David Taussig
& Associates, Inc., as Special Tax Consultant, are in part contingent upon the issuance of the 2001 Bonds.
The fees of Stephen G. White, MAI as Appraiser, and The Meyers Group, as Market Consultant, are not
contingent upon the issuance of the 2001 Bonds.
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MISCELLANEOUS

References are made herein to certain documents and reports which are brief summaries thereof
which do not purport to be complete or definitive and reference is made to such documents and reports for
full and complete statement of the contents thereof.

Any statements in this Official Statement involving matters of opinion, whether or not expressly so
stated, are intended as such and not as representatives of fact. This Official Statement is not to be construed
as a contract or agreement between the Community Facilities District and the purchasers or owners of any of
the 2001 Bonds.

The execution and delivery of the Official Statement by the Community Facilities District has been
duly authorized by the Poway Unified School District on behalf of the Community Facilities District.

COMMUNITY FACILITIES DISTRICT NO. 10
(TORREY HIGHLANDS - SUBAREAIV) OF THE
POWAY UNIFIED SCHOOL DISTRICT

By: /s/ Rob Ball
Rob Ball, Assistant Superintendent - Business
Support Services, Poway Unified School District
on behalf of Community Facilities District No. 10
(Torrey Highlands - Subarea IV) of the Poway
Unified School District
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APPENDIX A

GENERAL INFORMATION ABOUT THE POWAY UNIFIED 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 Bonds, and the Bonds will not be payable
from any of the School District’s revenues or assets.

Introduction

Unless otherwise indicated, the following financial, statistical and demographic data has been
provided by the School District. Additional information concerning the School District and copies of the
most recent and subsequent audited financial reports of the School District may be obtained by contacting:
Poway Unified School District, 13626 Twin Peaks Road, Poway, California 92064-3098, Attention: Director
of Finance.

General Information

The School District is a school district organized under the laws of the State of California. The
School District was established in 1962. The District provides education instruction for grades K-12 within
an approximately 99.1 square mile area of San Diego County. The School District currently operates 21 K-5
elementary schools, 5 6-8 middle schools, 3 comprehensive high schools and 1 continuation high school.
The School District includes the City of Poway and the City of San Diego in San Diego County, California.
The School District’s projected average daily attendance (“ADA”) computed in accordance with State law
for the 2001-02 academic year is approximately 31,394. As of January, 2001, the estimated population
within the School District’s boundaries was approximately 162,250 with approximately 32,483 students
attending schools in the School District. The pupil/teacher ratio is approximately 20:1 for grades K-3 and
30:1 for grades 4-12. The School District has implemented classroom size reduction in grades K through
3 and in such classes, the pupil/teacher ratio is approximately 20:1.

Administration and Enrollment

The School District is governed by the Board of Education. The five Board members are elected to
four-year terms in alternate slates of three and two in elections held every two years. If a vacancy arises
during any term, the vacancy is filled by an appointment by a majority vote of the remaining Board members
and, if there is no majority, by a special election.

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 of Learning Support Services, four Area Superintendents for Learning Support Services, an
Assistant Superintendent of Business Support Services and an Assistant Superintendent of Personnel Support
Services.

From fiscal year 1994-95 through fiscal year 2000-01 the School District’s enrollment increased by
3,491, an average of approximately 2 percent per year. Information concerning enrollment for these years,
as well as estimated fiscal year 2001-02 are set forth below:
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Poway Unified Schoel District

Student Enrollment
District Average District Base
Fiscal Year Enroliment Daily Attendance Revenue Limit
Historical 1994-95 29,037 29,020 $3,468.39
1995-96 29,940 29,893 3,615.36
1996-97 30,664 30,531 3,809.77
1997-98 31,309 31,214 3,912.12
1998-99(V 31,831 30,877 4,214.70
1999-00 32,546 31,515 4,274.70
2000-01 32,528 31,203 4,412.70
Estimated 2001-02 31,992 31,351 4,587.70

Source: California Department of Education and the School District.

™ The decrease in the rate of growth from Fiscal Year 1997-98 is due to State legislation that changed the method of
calculating ADA to eliminate excused absences from the total. The legislation also increased the Base Revenue Limit so that the
change in methodology did not result in a loss of revenue for districts.

Labor Relations

As of September 1, 2001, the School District employed approximately 2,362 certificated
professionals and approximately 1,616 classified employees. The certificated professionals, except
management and some part-time employees, are represented by the bargaining unit as noted below:

Poway Unified School District

District Employees
Approximate
Number of Employees Contract
Labor Organization In Organization Expiration Date
Poway Federation of
Teachers (PFT), Local 2357 1,750 6/30/02

Source: The School District
Retirement Programs

The School District participates in the State of California Teachers Retirement System (“STRS”).
This plan covers certificated employees. The School District’s contribution to STRS for Fiscal Year 1999-00
was $7,853,513.41, in Fiscal Year 2000-01 was $8,814,311.32, and in Fiscal Year 2001-02 is budgeted at
$8,970,793.00. In order to receive STRS benefits, an employee must be at least 55 years old and have
provided ten years of service to California public schools.

The School District also participates in the State of California Public Employees Retirement Systems
(“PERS”). This plan covers all classified personnel who are employed more than four hours per day. The
School District’s contribution to PERS since 1998 has been $0.00.



Contribution rates to theses two retirement systems vary annually depending on changes in actuarial
assumptions and other factors, such as changes in retirement benefits. The contribution rates are based on
statewide rates set by the STRS and PERS retirement boards. STRS has a substantial statewide unfunded
liability. Since this liability has not been broken down by each school district, it is impossible to determine
the School District’s share.

Insurance

The School District maintains commercial insurance or self-insurance for property damage, general
liability and workers’ compensation in such amounts and with such retentions and other terms as the School
District believes to be adequate based on actual risk exposure and as may be required by statute.

The State of California has authorized the School District to operate a Self-Insured Workers’
Compensation Plan to finance liabilities arising from employee industrial injuries. Under this program, the
Fund provides coverage forindividual claims up to a limit of $250,000. Commercial insurance is purchased
to cover claim costs exceeding the self-insured retention level.

The School District operates a Self-Insurance Program to cover general liability claim losses up to
a limit of $50,000 per claim and property losses up to $100,000 per claim. Lower self-insured retentions
apply to boiler and machinery/energy systems breakdown ($1,000 per claim) and crime losses ($500 per
claim). Excess property and liability insurance is acquired through a combination of pooling through a joint
powers authorities and purchase of commercial insurance and reinsurance policies.
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APPENDIX B

RATES AND METHODS OF APPORTIONMENT FOR
COMMUNITY FACILITIES DISTRICT NO. 10
(TORREY HIGHLANDS - SUBAREA 1V)

OF THE POWAY UNIFIED SCHOOL DISTRICT
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RATE AND METHOD OF APPORTIONMENT FOR
COMMUNITY FACILITIES DISTRICT NO. 10
OF THE POWAY UNIFIED SCHOOL DISTRICT
(IMPROVEMENT AREA A)

An Annual Special Tax shall be levied on and collected in Improvement Area A (“IA A”) of
Community Facilities District No. 10 (“CFD No. 10”) of the Poway Unified School District (“School
District”) in each Fiscal Year, in an amount determined through the application of the rate and
method of apportionment described below. All of the real property in IA A of CFD No. 10, unless
exempted by law or by the provisions hereof, shall be taxed for the purposes, to the extent, and in
the manner herein provided.

SECTION A
DEFINITIONS

The terms hereinafter set forth have the following meanings:

“Acre” or “Acreage” means the land area of an Assessor’s Parcel as shown on an
Assessor’s Parcel Map, or if the land area is not shown on an Assessor’s Parcel Map, the land
area shown on the applicable final map, parcel map, condominium plan, or other recorded
County parcel map.

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

“Administrative Expenses” means any ordinary and necessary expenses of the School
District to carry out its duties as the legislative body of IA A of CFD No. 10.

“Affordable Unit” means any Unit subject to deed restrictions, resale restrictions, and/or
regulatory agreements recorded in favor of the City or County providing for affordable
housing.

“Annual Special Tax” means the Special Tax levied in each Fiscal Year on an Assessor’s
Parcel as set forth in Section F. In each Fiscal Year Annual Special Tax revenues shall be
used in the following order of priority: (i) to satisfy the Annual Special Tax Requirement and
(i) to pay for the acquisition, construction, rehabilitation, and improvement of School
Facilities.

“Annual Special Tax Requirement” means the amount required in any Fiscal Year to pay:
(1) the debt service on all Non-School Bonds or other indebtedness or other periodic costs on
the Non-School Bonds, (ii) the Administrative Expenses of IA A of CFD No. 10, (iii) any
costs associated with the release of funds from an escrow account, (iv) any amount required
to establish or replenish any reserve funds established in association with the Non-School
Bonds, less (v) any amounts on deposit in any fund or account which are available to pay for
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items (i) through (iv) above pursuant to any applicable fiscal agent agreement, bond
indenture, or trust agreement.

“Assessor’s Parcel” means a lot or parcel of land in IA A of CFD No. 10 which is
designated on an Assessor’s Parcel Map with an assigned Assessor’s Parcel Number.

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

“Assessor’s Parcel Number” means that number assigned to an Assessor’s Parcel by the
County Assessor for purposes of identification.

“Assigned Annual Special Tax” means the Special Tax of that name as set forth in Section
D. :

“Assistant Superintendent” means the Assistant Superintendent of Business of the School
District or his/her designee.

“Attached Unit” means a Unit that (i) consists or shall consist of a building or buildings in
which each of the individual Units has at least one common wall with another Unit and (ii)
is not an Affordable Unit or a Senior Citizen Unit.

“Backup Annual Special Tax”’ means the Special Tax of that name described in Section E
below.

“Board” means the Board of Education of the School District or its designee.

“Bonds” means any obligation to repay a sum of money, including obligations in the form
of bonds, notes, certificates of participation, long-term leases, loans from government
agencies, or loans from banks, other financial institutions, private businesses, or individuals,
or long-term contracts, or any refunding thereof, to the repayment of which Special Taxes
of IA A of CFD No. 10 are pledged.

“Building Square Footage’ or “BSF” means the square footage of internal living space of
a Unit, exclusive of garages or other structures not used as living space, as determined by

reference to the building permit application for such Unit or other applicable records of the
City.

“Calendar Year” means any period beginning January 1 and ending December 31.
“City” means the City of San Diego.

“County” means the County of San Diego.
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“Detached Unit” means a Unit which is not an Attached Unit, an Affordable Unit, or a
Senior Citizen Unit,

“Developed Property” means all Assessor’s Parcels for which building permits for the
construction of Units 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 such Assessor’s Parcel is associated with a Lot, as determined reasonably by the
Assistant Superintendent.

“Exempt Property” means the property designated as Exempt Property in Section J.
“Final Subdivision Map’ means a final tract map, parcel map, lot line adjustment, or
functionally equivalent map or instrument that creates building sites, 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.

“Gross Floor Area” or “GFA” means the covered and enclosed space within the perimeters
of a commercial or industrial structure, not including any storage area incidental to the
principal use of the development, garage, parking structure, unenclosed walkway, or utility
or disposable area, as used in Section 65995 of the Government Code.

“Gross Prepayment Amount” means any amount determined by reference to Table 3 and
adjusted as set forth in Section G.

“Lot” means an individual legal lot created by a Final Subdivision Map for which a building
permit for a Unit has been or could be issued, provided that land for which one or more
building permits have been or could be issued for the construction of one or more model
Units shall not be construed as a Lot until such land has been subdivided by a Final
Subdivision Map.

“Minimum Taxable Acreage” means, for any Zone, the applicable acreage listed in Table
4 below.

“Non-School Bonds means any Bonds which are not School Bonds.

“Partial Prepayment Amount” means the dollar amount required to prepay a portion of the
Annual Special Tax obligation on any Assessor’s Parcel, determined pursuant to Section H.

“Prepayment Amount” means the dollar amount required to prepay all of the Annual
Special Tax obligation on any Assessor’s Parcel, determined pursuant to Sections G.

“Proportionately” means that the ratio of the actual Annual Special Tax levy to the
applicable Special Tax is equal for all applicable Assessor’s Parcels.
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“School Bonds” means any Bonds allocable to proceeds used or to be used to fund the
acquisition, construction, rehabilitation, or improvement of School Facilities.

“School Facilities” means any public facilities owned or to be owned by the School District.

“Senior Citizen Unit” means a Unit designated as senior citizen housing, part of a
residential care facility for the elderly, or part of a multi-level care facility for the elderly as
referred to in California Government Code Section 65995.1. For purposes hereof, it shall be
sufficient to designate a Unit as a Senior Citizen Unit if Senior Citizen Restrictions have
been effected with respect to such Unit.

“Senior Citizen Restriction” means (i) a restriction limiting the use of Units to senior
citizen housing under a specific plan, a final map or other governmental entitlements, or a
declaration of covenants, conditions and restrictions or any similar recorded instrument or
(ii) licensing from appropriate agencies received for residential care facilities for the elderly
or multi-level care facilities as those terms are defined in Health and Safety Code
Section 1569.2 and Government Code Section 15432(d)(9), respectively.

“Special Tax” means any of the special taxes authorized to be levied in IA A of CFD No.
10 under the Act.

“Taxable Developed Property” means all Assessor’s Parcels of Developed Property which
are not Exempt Property.

“Taxable Property’” means all Assessor’s Parcels which are not Exempt Property.

“Taxable Undeveloped Property” means all Assessor’s Parcels of Undeveloped Property
which are not Exempt Property.

“Undeveloped Property” means all Assessor’s Parcels which are not Developed Property.

“Unit” means each separate residential dwelling unit which comprises an independent
facility capable of conveyance separate from adjacent residential dwelling units. Each Unit
shall be classified as an Affordable Unit, an Attached Unit, a Detached Unit, or a Senior

Citizen Unit.

“Zone” means any of the areas identified as a Zone in Exhibit A to this Rate and Method of
Apportionment.

“Zone 1" means all property located within the area identified as Zone 1 in Exhibit A to this
Rate and Method of Apportionment.

Zone 2'" means all property located within the area identified as Zone 2 in Exhibit A to this
Rate and Method of Apportionment.
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“Zone 3" means all property located within the area identified as Zone 3 in Exhibit A to this
Rate and Method of Apportionment.

SECTION B
ASSIGNMENT OF ASSESSOR’S PARCELS

For each Fiscal Year, beginning with Fiscal Year 2001-02, (i) each Assessor’s Parcel shall
be classified as Developed Property or Undeveloped Property; (ii) each Assessor’s Parcel of
Developed Property shall be classified as Taxable Developed Property or Exempt Property;
(iii) each Assessor’s Parcel of Undeveloped Property shall be classified as Taxable
Undeveloped Property or Exempt Property; and (iv) each Assessor’s Parcel shall be assigned
to a Zone in accordance with Exhibit A.

SECTION C
MAXIMUM SPECIAL TAX

1. Taxable Developed Property

The Maximum Special Tax for each Assessor’s Parcel classified as Taxable
Developed Property in any Fiscal Year shall be the greater of (i) the Assigned Annual
Special Tax or (ii) the Backup Annual Special Tax.

2. ‘Taxable Undeveloped Property

The Maximum Special Tax for any Assessor’s Parcel classified as Taxable
Undeveloped Property in any Fiscal Year shall be the Assigned Annual Special Tax.

SECTION D
ASSIGNED ANNUAL SPECIAL TAXES

1. Taxable Developed Property

The Assi gned Annual Special Tax for each Assessor’s Parcel of Taxable Developed Property
in Fiscal Year 2001-02 shall be the amount determined by reference to Table 1 below. No
Assigned Annual Special Tax shall apply to Affordable Units or Senior Citizen Units.
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TABLE 1

ASSIGNED ANNUAL SPECIAL TAX FOR
TAXABLE DEVELOPED PROPERTY FOR
FISCAL YEAR 2001-02
Zone Building Assigned Annual
Square Feet Special Tax *

1 <= 3,000 $2,061.39 per Detached/Attached Unit
1 3,001 - 3,300 $2,287.23 per Detached/Attached Unit
1 > 3,300 $2,513.08 per Detached/Attached Unit
2 <= 2,400 $1,383.85 per Detached/Attached Unit
2 2,401 - 2,600 $1,609.70 per Detached/Attached Unit
2 2,601 - 2,800 $1,760.26 per Detached/Attached Unit
2 2,801 - 3,100 $1,986.11 per Detached/Attached Unit
2 3,101 - 3,400 $2,136.67 per Detached/Attached Unit
2 > 3,400 $2,437.80 per Detached/Attached Unit
3 <= 1,700 $593.47 per Detached/Attached Unit
3 1,701 - 1,850 $668.75 per Detached/Attached Unit
3 1,851 - 2,000 $819.31 per Detached/Attached Unit
3 > 2,000 $894.59 per Detached/Attached Unit

ﬂ 1. No Assigned Annual Special Tax shall apply to Affordable Units or Senior Citizen Units. ll

Each July 1, commencing July 1, 2002, the Assigned Annual Special Tax for each Assessor’s
Parcel of Taxable Developed Property shall be increased by two percent (2.00%) of the

amount in effect in the prior Fiscal Year.

Taxable Undeveloped Property

The Assigned Annual Special Tax for an Assessor’s Parcel of Taxable Undeveloped Property

in Fiscal Year 2001-02 shall be the amount determined by reference to Table 2.




TABLE 2

ASSIGNED ANNUAL SPECIAL TAX FOR
TAXABLE UNDEVELOPED PROPERTY FOR

FISCAL YEAR 2001-02
Zone Assigned Annual
Special Tax
Zone 1 $10,027.10 per Acre
~ Zone 2 $16,354.07 per Acre
Zone 3 $5,786.40 per Acre

On each July 1, commencing July 1, 2002, the Assigned Annual Special Tax per Acre for
each Zone shall be increased by two percent (2.00%) of the amount in effect in the prior

Fiscal Year.

SECTIONE

BACKUP ANNUAL SPECIAL TAX

Each Fiscal Year, each Assessor’s Parcel of Taxable Developed Property shall be subject to a
Backup Annual Special Tax. In each Fiscal Year, the Backup Annual Special Tax rate for Taxable
Developed Property shall be the rate per Lot calculated according to the following formula:

B= (ZHA))L

The terms above have the following meanings:

B =

Z =

Backup Annual Special Tax per Lot for the applicable Fiscal
Year

Assigned Annual Special Tax per Acre of Taxable
Undeveloped Property for the applicable Zone for the
applicable Fiscal Year

Acreage of Taxable Developed Property expected to exist in
the applicable Final Subdivision Map at buildout, as
determined by the Assistant Superintendent pursuant to
Section J

Lots in the Final Subdivision Map



Notwithstanding the foregoing, if all or any portion of the Final Subdivision Map(s) described in the
preceding paragraph 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 the Board.

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 area for all remaining Fiscal Years in which
the Special Tax may be levied.

SECTIONF
METHOD OF APPORTIONMENT OF THE ANNUAL SPECIAL TAX

Commencing Fiscal Year 2001-02 and for each subsequent Fiscal Year, the Assistant Superintendent
shall determine the Annual Special Tax Requirement to be collected in IA A of CFD No. 10 in such
Fiscal Year. The Annual Special Tax shall be levied as follows:

First: The Annual Special Tax shall be levied on each Assessor’s Parcel of Taxable Developed
Property at the Assigned Annual Special Tax applicable to such Assessor’s Parcel.

Second: If the sum of the amounts levied on Assessor’s Parcels in the first step above is less than
the Annual Special Tax Requirement, then the Annual Special Tax shall be levied Proportionately
on each Assessor’s Parcel of Taxable Undeveloped Property up to the Assigned Annual Special Tax
applicable to such Assessor’s Parcel to satisfy the Annual Special Tax Requirement.

Third: If the sum of the amounts levied on Assessor’s Parcels in the first and second steps above
is less than the Annual Special Tax Requirement, then the Annual Special Tax on each Assessor’s
Parcel of Taxable Developed Property whose Maximum Special Tax is the Backup Annual Special
Tax shall be increased Proportionately from the Assigned Annual Special Tax up to the Backup
Annual Special Tax to satisfy the Annual Special Tax Requirement.
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SECTION G
PREPAYMENT OF ANNUAL SPECIAL TAX

The Annual Special Tax obligation of an Assessor’s Parcel of Taxable Developed Property or an
Assessor’s Parcel of Taxable Undeveloped Property for which a building permit has been issued may
be prepaid in full, 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. The Prepayment Amount for an Assessor’s Parcel eligible for prepayment shall
be determined as described below.

1. Prior to Issuance of Non-School Bonds

Prior to the issuance of Non-School Bonds, the Prepayment Amount for each Assessor’s
Parcel of Developed Property and each Assessor’s Parcel of Undeveloped Property for which
a building permit has been issued shall be the amount equal to the Gross Prepayment
Amount. The Gross Prepayment Amount for the period May 1, 2001 to April 30, 2002 shall
be the amount determined by reference to Table 3.

TABLE 3
GROSS PREPAYMENT AMOUNT FOR
MAY 1, 2001 TO APRIL 30, 2002
Zone Building Assigned Annual
Square Feet Special Tax *
1 <= 3,000 $22,830.62 per Detached/Attached Unit
1 3,001 - 3,300 $25,331.95 per Detached/Attached Unit
1 > 3,300 $27,833.27 per Detached/Attached Unit
2 <= 2,400 $19,508.20 per Detached/Attached Unit
2 2,401 - 2,600 $19,508.20 per Detached/Attached Unit
2 2,601 - 2,800 $19,508.20 per Detached/Attached Unit
2 2,801 - 3,100 $21,996.84 per Detached/Attached Unit
2 3,101 - 3,400 $23,664.40 per Detached/Attached Unit
2 > 3,400 '$26,999.50 per Detached/Attached Unit
3 <=1,700 $19,508.20 per Detached/Attached Unit
3 1,701 - 1,850 $19,508.20 per Detached/Attached Unit
3 1,851 - 2,000 $19,508.20 per Detached/Attached Unit
3 > 2,000 $19,508.20 per Detached/Attached Unit

Ii 1. No Assigned Annual Special Tax shall apply to Affordable Units or Senior Citizen Units. ||
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On each May 1, commencing May 1, 2002, the Gross Prepayment Amount for each Unit

shall be increased by two percent (2.00%) of the amount in effect in the prior Fiscal Year,

provided that the Gross Prepayment Amount applicable to a Unit shall not increase after the
-issuance of the building permit for such Unit.

Subsequent to Issuance of Non-Schbol Bonds

Subsequent to the issuance of Non-School Bonds, the Prepayment Amount for each
applicable Assessor’s Parcel shall be calculated according to the following formula
(capitalized terms defined below):

Bond Redemption Amount

plus Redemption Premium
plus Defeasance

plus Administrative Fee
less Reserve Fund Credit
equals Prepayment Amount

As of the date of prepayment, the Prepayment Amount shall be calculated as follows:

1.

For each Assessor’s Parcel of Taxable Developed Property, compute the
Assigned Annual Special Tax and the Backup Annual Special Tax. For each
Assessor’s Parcel of Taxable Undeveloped Property, compute the Assigned
Annual Special Tax and the Backup Annual Special Tax applicable to the
Assessor’s Parcel as though it was already designated as Taxable Developed
Property, based upon the building permit issued for that Assessor’s Parcel.

For each Annual Special Tax obligation to be prepaid, (a) divide the
Assigned Annual Special Tax computed pursuant to paragraph 1 for such
Assessor’s Parcel by the estimated Assigned Annual Special Tax applicable
to all Assessor’s Parcels of Taxable Developed Property at buildout, as
reasonably determined by the Assistant Superintendent, and (b) divide the
Backup Annual Special Tax computed pursuant to paragraph 1 for such
Assessor’s Parcel by the estimated Backup Annual Special Tax applicable to
all Assessor’s Parcels of Taxable Developed Property at buildout, as
reasonably determined by the Assistant Superintendent.

Multiply the larger quotient computed pursuant to paragraph 2(a) or 2(b) by

the face value of all outstanding Non-School Bonds. The product is the
“Bond Redemption Amount.”
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10.

Multiply the Bond Redemption Amount by the applicable redemption
premium, if any, on the outstanding Non-School Bonds to be redeemed with
the proceeds of the Bond Redemption Amount. This product is the
“Redemption Premium.”

Compute the amount needed to pay interest on the Bond Redemption
Amount, the Redemption Premium, and the Reserve Fund Credit (see step 9)
to be redeemed with the proceeds of the Prepayment Amount until the earliest
call date for the outstanding Non-School Bonds.

Estimate the amount of interest earnings to be derived from the reinvestment
of the Bond Redemption Amount plus the Redemption Premium until the
earliest call date for the outstanding Non-School Bonds.

Subtract the amount computed pursuant to paragraph 6 from the amount
computed pursuant to paragraph 5. This difference is the “Defeasance.”

Estimate the administrative fees and expenses associated with the
prepayment, including the costs of computation of the Prepayment Amount,
the costs of redeeming Non-School Bonds, and the costs of recording any
notices to evidence the prepayment and the redemption. This amount is the
“Administrative Fee.”

Calculate the “Reserve Fund Credit” as the lesser of: (a) the expected
reduction in the applicable reserve requirements, if any, associated with the
redemption of outstanding Non-School Bonds as a result of the prepayment,
or (b) the amount derived by subtracting the new reserve requirements in
effect after the redemption of outstanding Non-School Bonds as a result of
the prepayment from the balance in the applicable reserve funds on the
prepayment date. Notwithstanding the foregoing, if the reserve fund
requirement is satisfied by a surety bond or other instrument at the time of the
prepayment, then no Reserve Fund Credit shall be given. Notwithstanding
the foregoing, the Reserve Fund Credit shall in no event be less than 0.

The Prepayment Amount is equal to the sum of the Bond Redemption
Amount, the Redemption Premium, the Defeasance, and the Administrative
Fee, less the Reserve Fund Credit.

With respect to an Annual Special Tax obligation that is prepaid pursuant to this Section G, the
Assistant Superintendent shall indicate in the records of IA A of CFD No. 10 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 within thirty (30) days of receipt of such prepayment 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 such Annual Special Tax

shall cease.



Notwithstanding the foregoing, no prepayment will be allowed unless the amount of Annual Special
Tax that may be levied in IA A of CFD No. 10, net of an allocable portion of Administrative
Expenses, shall be at least 1.1 times the regularly scheduled annual interest and principal payments
on all currently outstanding Non-School Bonds in each future Fiscal Year, as reasonably determined
by the Assistant Superintendent.

SECTION H
PARTIAL PREPAYMENT OF SPECIAL TAX

Prior to the issuance of a building permit for the construction of a production Unit on a Lot within
a Final Subdivision Map area, the owner of no less than the entire Final Subdivision Map area may
elect to prepay any portion of the applicable Annual Special Tax obligations for all of the Assessor’s
Parcels within such Final Subdivision Map area. In order to prepay any portion of the applicable
Annual Special Tax obligations, the residential Final Subdivision Map area must contain at least 25
Detached Units or 50 Attached Units. The partial prepayment of each Annual Special Tax obligation
shall be collected at the issuance of each applicable building permit, provided that the Annual
Special Tax obligations with respect to model Units for which building permits have already been
issued must be partially prepaid at the time of the election. The Partial Prepayment Amount shall
be calculated according to the following formula:

PP=P,HF
These terms have the following meanings:

PP = the Partial Prepayment Amount

P; = the Prepayment Amount calculated according to Section G

F = the percent by which the owner of the Assessor’s Parcel is partially prepaying
the Annual Special Tax obligation.

The owner of any Assessor’s Parcel who desires such partial prepayment shall notify the Assistant
Superintendent of (i) such owner’s intent to partially prepay the Annual Special Tax obligation and
(ii) the percentage by which the Annual Special Tax obligation shall be prepaid.

With respect to any Assessor’s Parcel’s Annual Special Tax obligation that is partially prepaid, the
Assistant Superintendent shall indicate in the records of IA A of CFD No. 10 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 within thirty (30) days of receipt of such partial prepayment,
to indicate the partial prepayment of 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. The portion of the Annual Special
Tax with respect to any Assessor’s Parcel, equal to the outstanding percentage (1.00 - F) of the
remaining Annual Special Tax, shall continue to be levied on such Assessor’s Parcel.
Notwithstanding the foregoing, no partial prepayment will be allowed unless the amount of Annual
Special Tax that may be levied in IA A of CFD No. 10, net of an allocable portion of Administrative
Expenses, shall be at least 1.1 times the regularly scheduled annual interest and principal payments
on all currently outstanding Non-School Bonds in each future Fiscal Year, as reasonably determined
by the Assistant Superintendent.
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SECTION1
TERMINATION OF SPECIAL TAX

The Annual Special Tax shall be levied for a term of thirty-four (34) Fiscal Years after the issuance
of Non-School Bonds by IA A of CFD No. 10, but in no event shall the Annual Special Tax be
levied later than Fiscal Year 2045-46.

SECTION J
EXEMPTIONS

The Assistant Superintendent 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 or other restrictions making impractical their
utilization for other than the purposes set forth in the easement or the restriction, (v) Assessor’s
Parcels for which building permits were issued on or before May 1 of the prior Fiscal Year for the
construction of Affordable Units and/or Senior Citizen Units exclusively, (vi) Assessor’s Parcels for
which building permits were issued on or before May 1 of the prior Fiscal Year for the construction
of GFA and Assessor’s Parcels which directly service such Assessor’s Parcels, such as parking lots,
as reasonably determined by the Assistant Superintendent, and (vii) other types of Assessor’s
Parcels, at the reasonable discretion of the Assistant Superintendent, provided that no such
classification would reduce the Acreage of all Taxable Property in any Zone to less than the
Minimum Taxable Acreage for such Zone. Assessor’s Parcels which cannot be classified as Exempt
Property because such classification would reduce the Acreage of all Taxable Property in a Zone to
less than the Minimum Taxable Acreage for such Zone will continue to be classified as Taxable
Developed Property or Taxable Undeveloped Property, as applicable, and will continue to be subject
to Special Taxes accordingly.

TABLE 4
MINIMUM TAXABLE ACREAGE
Zone Minimum
Taxable Acreage
Zone 1 15.10
Zone 2 27.14
Zone 3 8.54
SECTION K
APPEALS

Any property owner claiming that the amount or application of any Special Tax is not correct may
file a written notice of appeal with the Assistant Superintendent not later than twelve (12) months
after having paid the Special Tax that is disputed. The Assistant Superintendent shall promptly
review the appeal, and if necessary, meet with the property owner, consider written and oral evidence
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regarding the amount of the Special Tax, and rule on the appeal. If the Assistant Superintendent’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 or in other
special cases, as determined by the Assistant Superintendent), but an adjustment shall be made to
the Special Tax on that Assessor’s Parcel in the subsequent Fiscal Year(s).

SECTION L
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 A of CFD No. 10 may collect Annual Special
Taxes at a different time or in a different manner if necessary to meet its financial obligations.
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RATE AND METHOD OF APPORTIONMENT FOR
COMMUNITY FACILITIES DISTRICT NO. 10
OF THE POWAY UNIFIED SCHOOL DISTRICT
(IMPROVEMENT AREA B)

An Annual Special Tax shall be levied on and collected in Improvement Area B (“IA B”) of
Community Facilities District No. 10 (“CFD No. 10” of the Poway Unified School District (“School
District”) in each Fiscal Year, in an amount determined through the application of the rate and
method of apportionment described below. All of the real property in IA B of CFD No. 10, unless
exempted by law or by the provisions hereof, shall be taxed for the purposes, to the extent, and in
the manner herein provided.

SECTION A
DEFINITIONS

The terms hereinafter set forth have the following meanings:

“Acre” or “Acreage” means the land area of an Assessor’s Parcel as shown on an
Assessor’s Parcel Map, or if the land area is not shown on an Assessor’s Parcel Map, the land
area shown on the applicable final map, parcel map, condominium plan, or other recorded
County parcel map.

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

“Administrative Expenses” means any ordinary and necessary expenses of the School
District to carry out its duties as the legislative body of 1A B of CFD No. 10.

“Affordable Unit” means any Unit subject to deed restrictions, resale restrictions, and/or
regulatory agreements recorded in favor of the City or County providing for affordable
housing.

“Annual Special Tax” means the Special Tax levied in each Fiscal Year on an Assessor’s Parcel
as set forth in Section F. In each Fiscal Year Annual Special Tax revenues shall be used in the
following order of priority: (i) to satisfy the Annual Special Tax Requirement and (ii) to pay for the
acquisition, construction, rehabilitation, and improvement of School Facilities.

‘“‘Annual Special Tax Requirement” means the amount required in any Fiscal Year to pay: (i) the
debt service on all Non-School Bonds or other indebtedness or other periodic costs on the Non-
School Bonds, (ii) the Administrative Expenses of IA B of CFD No. 10, (iii) any costs associated
with the release of funds from an escrow account, (iv) any amount required to establish or replenish
any reserve funds established in association with the Non-School Bonds, less (v) any amounts on
deposit in any fund or account which are available to pay for items (i) through (iv) above pursuant
to any applicable fiscal agent agreement, bond indenture, or trust agreement.
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“Assessor’s Parcel” means a lot or parcel of land in IA B of CFD No. 10 which is designated on
an Assessor’s Parcel Map with an assigned Assessor’s Parcel Number.

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

“Assessor’s Parcel Number”” means that number assigned to an Assessor’s Parcel by the County
Assessor for purposes of identification.

“Assigned Annual Special Tax’’ means the Special Tax of that name as set forth in Section D.

“Assistant Superintendent” means the Assistant Superintendent of Business of the School District
or his/her designee.

“Attached Unit” means a Unit that (i) consists or shall consist of a building or buildings in which
each of the individual Units has at least one common wall with another Unit and (ii) is not an
Affordable Unit or a Senior Citizen Unit.

“Backup Annual Special Tax” means the Special Tax of that name described in Section E below.
“Board” means the Board of Education of the School District or its designee.

“Bonds” means any obligation to repay a sum of money, including obligations in the form of bonds,
notes, certificates of participation, long-term leases, loans from government agencies, or loans from
banks, other financial institutions, private businesses, or individuals, or long-term contracts, or any
refunding thereof, to the repayment of which Special Taxes of IA B of CFD No. 10 are pledged.
“Building Square Footage” or “BSF”’ means the square footage of internal living space of a Unit,
exclusive of garages or other structures not used as living space, as determined by reference to the
building permit application for such Unit or other applicable records of the City.

“Calendar Year” means any period beginning January ! and ending December 31.

“City” means the City of San Diego.

“County” means the County of San Diego.

“Detached Unit”’ means a Unit which is not an Attached Unit, an Affordable Unit, or a Senior
Citizen Unit.

“Developed Property’ means all Assessor’s Parcels for which building permits for the construction
of Units 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 such Assessor’s
Parcel is associated with a Lot, as determined reasonably by the Assistant Superintendent.

“Exempt Property” means the property designated as Exempt Property in Section J.
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“Final Subdivision Map” means a final tract map, parcel map, lot line adjustment, or functionally
equivalent map or instrument that creates building sites, 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.

“Gross Floor Area” or “GFA” means the covered and enclosed space within the perimeters of a
commercial or industrial structure, not including any storage area incidental to the principal use of
the development, garage, parking structure, unenclosed walkway, or utility or disposable area, as
used in Section 65995 of the Government Code.

“Gross Prepayment Amount” means any amount determined by reference to Table 3 and adjusted
as set forth in Section G. '

“Lot” means an individual legal lot created by a Final Subdivision Map for which a building permit
for a Unit has been or could be issued, provided that land for which one or more building permits
have been or could be issued for the construction of one or more model Units shall not be construed
as a Lot until such land has been subdivided by a Final Subdivision Map.

“Minimum Taxable Acreage” means, for any Zone, the applicable acreage listed in Table 4 below.

“Non-School Bonds” means any Bonds which are not School Bonds.

“Partial Prepayment Amount’ means the dollar amount required to prepay a portion of the Annual
Special Tax obligation on any Assessor’s Parcel, determined pursuant to Section H.

“Prepayment Amount” means the dollar amount required to prepay all of the Annual Special Tax
obligation on any Assessor’s Parcel, determined pursuant to Sections G.

“Proportionately” means that the ratio of the actual Annual Special Tax levy to the applicable
Special Tax is equal for all applicable Assessor’s Parcels.

“School Bonds” means any Bonds allocable to proceeds used or to be used to fund the acquisition,
construction, rehabilitation, or improvement of School Facilities.

“School Facilities” means any public facilities owned or to be owned by the School District.

“Senior Citizen Unit”’ means a Unit designated as senior citizen housing, part of a residential care
facility for the elderly, or part of a multi-level care facility for the elderly as referred to in California
Government Code Section 65995.1. For purposes hereof, it shall be sufficient to designate a Unit
as a Senior Citizen Unit if Senior Citizen Restrictions have been effected with respect to such Unit.

“Senior Citizen Restriction” means (i) a restriction limiting the use of Units to senior citizen
housing under a specific plan, a final map or other governmental entitlements, or a declaration of
covenants, conditions and restrictions or any similar recorded instrument or (ii) licensing from
appropriate agencies received for residential care facilities for the elderly or multi-level care facilities
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as those terms are defined in Health and Safety Code Section 1569.2 and Government Code
Section 15432(d)(9), respectively.

“Special Tax” means any of the special taxes authorized to be levied in IA B of CFD No. 10 under
the Act.

“Taxable Developed Property”” means all Assessor’s Parcels of Developed Property which are not
Exempt Property.

“Taxable Property” means all Assessor’s Parcels which are not Exempt Property.

“Taxable Undeveloped Property” means all Assessor’s Parcels of Undeveloped Property which
are not Exempt Property.

“Undeveloped Property” means all Assessor’s Parcels which are not Developed Property.

“Unit” means each separate residential dwelling unit which comprises an independent facility
capable of conveyance separate from adjacent residential dwelling units. Each Unit shall be
classified as an Affordable Unit, an Attached Unit, a Detached Unit, or a Senior Citizen Unit.

“Zone” means any of the areas identified as a Zone in Exhibit A to this Rate and Method of
Apportionment.

“Zone 1" means all property located within the area identified as Zone 1 in Exhibit A to this Rate
and Method of Apportionment.

“Zone 2" means all property located within the area identified as Zone 2 in Exhibit A to this Rate
and Method of Apportionment.

“Zone 3" means all property located within the area identified as Zone 3 in Exhibit A to this Rate
and Method of Apportionment.

SECTION B :
ASSIGNMENT OF ASSESSOR’S PARCELS

For each Fiscal Year, beginning with Fiscal Year 2001-02, (i) each Assessor’s Parcel shall be
classified as Developed Property or Undeveloped Property; (ii) each Assessor’s Parcel of Developed
Property shall be classified as Taxable Developed Property or Exempt Property; (iii) each Assessor’s
Parcel of Undeveloped Property shall be classified as Taxable Undeveloped Property or Exempt
Property; and (iv) each Assessor’s Parcel shall be assigned to a Zone in accordance with Exhibit A.
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SECTION C
MAXIMUM SPECIAL TAX

Taxable Developed Property

The Maximum Special Tax for each Assessor’s Parcel classified as Taxable Developed
Property in any Fiscal Year shall be the greater of (i) the Assigned Annual Special Tax or (ii)
the Backup Annual Special Tax.

Taxable Undeveloped Property

The Maximum Special Tax for any Assessor’s Parcel classified as Taxable Undeveloped
Property in any Fiscal Year shall be the Assigned Annual Special Tax.

SECTION D

ASSIGNED ANNUAL SPECIAL TAXES

1.Taxable Developed Property

The Assigned Annual Special Tax for each Assessor’s Parcel of Taxable Developed Property in
Fiscal Year 2001-02 shall be the amount determined by reference to Table 1 below. No
Assigned Annual Special Tax shall apply to Affordable Units or Senior Citizen Units.

3 > 2,650
ii 1. No Assigned Annual Special Tax shall apply to Affordable Units or Senior Citizen Units. "

TABLE 1
ASSIGNED ANNUAL SPECIAL TAX FOR
TAXABLE DEVELOPED PROPERTY FOR
FISCAL YEAR 2001-02
Zone Building Assigned Annual
Square Feet Special Tax *
1 <= 13,600 $2,467.99 per Detached/Attached Unit
1 3,601 - 3,900 $2,626.08 per Detached/Attached Unit
1 > 3,900 $2,686.30 per Detached/Attached Unit
2 <= 2,600 $1,368.87 per Detached/Attached Unit
2 2,601 - 3,000 $1,602.24 per Detached/Attached Unit
2 > 3,000 $1,737.75 per Detached/Attached Unit
3 <= 2,450 $1,361.34 per Detached/Attached Unit
3 2,451 - 2,650 $1,429.10 per Detached/Attached Unit
$1,542.02 per Detached/Attached Unit

Each July 1, commencing July 1,2002, the Assigned Annual Special Tax for each Assessor’s
Parcel of Taxable Developed Property shall be increased by two percent (2.00%) of the
amount in effect in the prior Fiscal Year.
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2. Taxable Undeveloped Property

The Assigned Annual Special Tax for an Assessor’s Parcel of Taxable Undeveloped Property
in Fiscal Year 2001-02 shall be the amount determined by reference to Table 2.

TABLE 2

ASSIGNED ANNUAL SPECIAL TAX FOR
TAXABLE UNDEVELOPED PROPERTY FOR

FISCAL YEAR 2001-02
Zone Assigned Annual
Special Tax
Zonel $12,394.06 per Acre
Zone 2 $11,623.36 per Acre
Zone 3 $10,354.94 per Acre

On each July 1, commencing July 1, 2002, the Assigned Annual Special Tax per Acre for
each Zone shall be increased by two percent (2.00%) of the amount in effect in the prior

Fiscal Year.

SECTION E

BACKUP ANNUAL SPECIAL TAX

Each Fiscal Year, each Assessor’s Parcel of Taxable Developed Property shall be subject to a
Backup Annual Special Tax. In each Fiscal Year, the Backup Annual Special Tax rate for Taxable
Developed Property shall be the rate per Lot calculated according to the following formula:

B= (ZHA))L

The terms above have the following meanings:

B =

Z =

Backup Annual Special Tax per Lot for the applicable Fiscal
Year

Assigned Annual Special Tax per Acre of Taxable
Undeveloped Property for the applicable Zone for the
applicable Fiscal Year

Acreage of Taxable Developed Property expected to exist in
the applicable Final Subdivision Map at buildout, as
determined by the Assistant Superintendent pursuant to

"~ Section J

Lots in the Final Subdivision Map
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Notwithstanding the foregoing, if all or any portion of the Final Subdivision Map(s)
described in the preceding paragraph 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 the Board.

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 area for all remaining Fiscal Years in which
the Special Tax may be levied.

SECTION F
METHOD OF APPORTIONMENT OF THE ANNUAL SPECIAL TAX

Commencing Fiscal Year 2001-02 and for each subsequent Fiscal Year, the Assistant Superintendent
shall determine the Annual Special Tax Requirement to be collected in IA B of CFD No. 10 in such
Fiscal Year. The Annual Special Tax shall be levied as follows:

First: The Annual Special Tax shall be levied on each Assessor’s Parcel of Taxable Developed
Property at the Assigned Annual Special Tax applicable to such Assessor’s Parcel.

Second: If the sum of the amounts levied on Assessor’s Parcels in the first step above is less
than the Annual Special Tax Requirement, then the Annual Special Tax shall be levied
Proportionately on each Assessor’s Parcel of Taxable Undeveloped Property up to the Assigned
Annual Special Tax applicable to such Assessor’s Parcel to satisfy the Annual Special Tax
Requirement.

Third: If the sum of the amounts levied on Assessor’s Parcels in the first and second steps above
is less than the Annual Special Tax Requirement, then the Annual Special Tax on each Assessor’s
Parcel of Taxable Developed Property whose Maximum Special Tax is the Backup Annual Special
Tax shall be increased Proportionately from the Assigned Annual Special Tax up to the Backup
Annual Special Tax to satisfy the Annual Special Tax Requirement.
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SECTION G
PREPAYMENT OF ANNUAL SPECIAL TAX

The Annual Special Tax obligation of an Assessor’s Parcel of Taxable Developed Property or an
Assessor’s Parcel of Taxable Undeveloped Property for which a building permit has been issued may
be prepaid in full, 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. The Prepayment Amount for an Assessor’s Parcel eligible for prepayment shall
be determined as described below.

1. Prior to Issuance of Non-School Bonds

Prior to the issuance of Non-School Bonds, the Prepayment Amount for each Assessor’s
Parcel of Developed Property and each Assessor’s Parcel of Undeveloped Property for which
a building permit has been issued shall be the amount equal to the Gross Prepayment
Amount. The Gross Prepayment Amount for the period May 1, 2001 to April 30, 2002 shall
be the amount determined by reference to Table 3.

TABLE 3
GROSS PREPAYMENT AMOUNT FOR
MAY 1, 2001 TO APRIL 30, 2002
Zone Building Assigned Annual
Square Feet Special Tax ’
1 <= 3,600 $26,948.40 per Detached/Attached Unit
1 3,601 - 3,900 $28,674.64 per Detached/Attached Unit
1 > 3,900 $29,332.25 per Detached/Attached Unit
2 <= 2,600 $19,851.06 per Detached/Attached Unit
2 2,601 - 3,000 $19,851.06 per Detached/Attached Unit
2 > 3,000 $19,851.06 per Detached/Attached Unit
3 <= 2,450 $19,851.06 per Detached/Attached Unit
3 2,451 - 2,650 $19,851.06 per Detached/Attached Unit
3 > 2,650 $19,851.06 per Detached/Attached Unit

ﬁ 1. No Assigned Annual Special Tax shall apply to Affordable Units or Senior Citizen Units. “

On each May 1, commencing May 1, 2002, the Gross Prepayment Amount for each Unit
shall be increased by two percent (2.00%) of the amount in effect in the prior Fiscal Year,
provided that the Gross Prepayment Amount applicable to a Unit shall not increase after the
issuance of the building permit for such Unit.
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Subsequent to Issuance of Non-School Bonds

Subsequent to the issuance of Non-School Bonds, the Prepayment Amount for each
applicable Assessor’s Parcel shall be calculated according to the following formula
(capitalized terms defined below):

Bond Redemption Amount

plus Redemption Premium
plus Defeasance

plus Administrative Fee
less Reserve Fund Credit
equals Prepayment Amount

As of the date of prepayment, the Prepayment Amount shall be calculated as follows:

1.

For each Assessor’s Parcel of Taxable Developed Property, compute the
Assigned Annual Special Tax and the Backup Annual Special Tax. For each
Assessor’s Parcel of Taxable Undeveloped Property, compute the Assigned
Annual Special Tax and the Backup Annual Special Tax applicable to the
Assessor’s Parcel as though it was already designated as Taxable Developed
Property, based upon the building permit issued for that Assessor’s Parcel.

For each Annual Special Tax obligation to be prepaid, (a) divide the
Assigned Annual Special Tax computed pursuant to paragraph 1 for such
Assessor’s Parcel by the estimated Assigned Annual Special Tax applicable

- to all Assessor’s Parcels of Taxable Developed Property at buildout, as

reasonably determined by the Assistant Superintendent, and (b) divide the
Backup Annual Special Tax computed pursuant to paragraph 1 for such
Assessor’s Parcel by the estimated Backup Annual Special Tax applicable to
all Assessor’s Parcels of Taxable Developed Property at buildout, as
reasonably determined by the Assistant Superintendent.

Multiply the larger quotient computed pursuant to paragraph 2(a) or 2(b) by
the face value of all outstanding Non-School Bonds. The product is the
“Bond Redemption Amount.”

Multiply the Bond Redemption Amount by the applicable redemption
premium, if any, on the outstanding Non-School Bonds to be redeemed with
the proceeds of the Bond Redemption Amount. This product is the
“Redemption Premium.”

Compute the amount needed to pay interest on the Bond Redemption
Amount, the Redemption Premium, and the Reserve Fund Credit (see step 9)
to be redeemed with the proceeds of the Prepayment Amount until the earliest
call date for the outstanding Non-School Bonds.
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6. ‘Estimate the amount of interest earnings to be derived from the reinvestment
of the Bond Redemption Amount plus the Redemption Premium until the
earliest call date for the outstanding Non-School Bonds.

7. Subtract the amount computed pursuant to paragraph 6 from the amount
computed pursuant to paragraph 5. This difference is the “Defeasance.”

8. Estimate the administrative fees and expenses associated with the
prepayment, including the costs of computation of the Prepayment Amount,
the costs of redeeming Non-School Bonds, and the costs of recording any
notices to evidence the prepayment and the redemption. This amount is the
“Administrative Fee.”

9. Calculate the “Reserve Fund Credit” as the lesser of: (a) the expected
reduction in the applicable reserve requirements, if any, associated with the
redemption of outstanding Non-School Bonds as a result of the prepayment,
or (b) the amount derived by subtracting the new reserve requirements in
effect after the redemption of outstanding Non-School Bonds as a result of
the prepayment from the balance in the applicable reserve funds on the
prepayment date. Notwithstanding the foregoing, if the reserve fund
requirement is satisfied by a surety bond or other instrument at the time of the
prepayment, then no Reserve Fund Credit shall be given. Notwithstanding
the foregoing, the Reserve Fund Credit shall in no event be less than 0.

10.  The Prepayment Amount is equal to the sum of the Bond Redemption
Amount, the Redemption Premium, the Defeasance, and the Administrative
Fee, less the Reserve Fund Credit.

With respect to an Annual Special Tax obligation that is prepaid pursuant to this Section G, the
Assistant Superintendent shall indicate in the records of IA B of CFD No. 10 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 within thirty (30) days of receipt of such prepayment 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 such Annual Special Tax
shall cease.

Notwithstanding the foregoing, no prepayment will be allowed unless the amount of Annual Special
Tax that may be levied in IA B of CFD No. 10, net of an allocable portion of Administrative
Expenses, shall be at least 1.1 times the regularly scheduled annual interest and principal payments
on all currently outstanding Non-School Bonds in each future Fiscal Year, as reasonably determined
by the Assistant Superintendent.
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SECTION H
PARTIAL PREPAYMENT OF SPECIAL TAX

Prior to the issuance of a building permit for the construction of a production Unit on a Lot within
a Final Subdivision Map area, the owner of no less than the entire Final Subdivision Map area may
elect to prepay any portion of the applicable Annual Special Tax obligations for all of the Assessor’s
Parcels within such Final Subdivision Map area. In order to prepay any portion of the applicable
Annual Special Tax obligations, the residential Final Subdivision Map area must contain at least 25
Detached Units or 50 Attached Units. The partial prepayment of each Annual Special Tax obligation
shall be collected at the issuance of each applicable building permit, provided that the Annual
Special Tax obligations with respect to model Units for which building permits have already been
issued must be partially prepaid at the time of the election. The Partial Prepayment Amount shall be
calculated according to the following formula:

PP=P;HF
These terms have the following meanings:

PP = the Partial Prepayment Amount

P; = the Prepayment Amount calculated according to Section G

F = the percent by which the owner of the Assessor’s Parcel is partially prepaying the
Annual Special Tax obligation.

The owner of any Assessor’s Parcel who desires such partial prepayment shall notify the Assistant
Superintendent of (i) such owner’s intent to partially prepay the Annual Special Tax obligation and
(ii) the percentage by which the Annual Special Tax obligation shall be prepaid.

With respect to any Assessor’s Parcel’s Annual Special Tax obligation that is partially prepaid, the
Assistant Superintendent shall indicate in the records of IA B of CFD No. 10 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 within thirty (30) days of receipt of such partial prepayment,
to indicate the partial prepayment of 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. The portion of the Annual Special
Tax with respect to any Assessor’s Parcel, equal to the outstanding percentage (1.00 - F) of the
remaining Annual Special Tax, shall continue to be levied on such Assessor’s Parcel.

Notwithstanding the foregoing, no partial prepayment will be allowed unless the amount of Annual
Special Tax that may be levied in IA B of CFD No. 10, net of an allocable portion of Administrative
Expenses, shall be at least 1.1 times the regularly scheduled annual interest and principal payments
on all currently outstanding Non-School Bonds in each future Fiscal Year, as reasonably determined
by the Assistant Superintendent.
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SECTION I
TERMINATION OF SPECIAL TAX

The Annual Special Tax shall be levied for a term of thirty-four (34) Fiscal Years after the issuance
of Non-School Bonds by IA B of CFD No. 10, but in no event shall the Annual Special Tax be levied
later than Fiscal Year 2045-46.

SECTION J
EXEMPTIONS

The Assistant Superintendent 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 or other restrictions making impractical their
utilization for other than the purposes set forth in the easement or the restriction, (v) Assessor’s
Parcels for which building permits were issued on or before May 1 of the prior Fiscal Year for the
construction of Affordable Units and/or Senior Citizen Units exclusively, (vi) Assessor’s Parcels for
which building permits were issued on or before May 1 of the prior Fiscal Year for the construction
of GFA and Assessor’s Parcels which directly service such Assessor’s Parcels, such as parking lots,
as reasonably determined by the Assistant Superintendent, and (vii) other types of Assessor’s
Parcels, at the reasonable discretion of the Assistant Superintendent, provided that no such
classification would reduce the Acreage of all Taxable Property in any Zone to less than the
Minimum Taxable Acreage for such Zone. Assessor’s Parcels which cannot be classified as Exempt
Property because such classification would reduce the Acreage of all Taxable Property in a Zone to
less than the Minimum Taxable Acreage for such Zone will continue to be classified as Taxable
Developed Property or Taxable Undeveloped Property, as applicable, and will continue to be subject
to Special Taxes accordingly.

TABLE 4
MINIMUM TAXABLE ACREAGE
Zone Minimum
Taxable Acreage
Zone 1 14.04
Zone 2 10.97
Zone 3 12.14
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SECTION K
APPEALS

Any property owner claiming that the amount or application of any Special Tax is not correct may
file a written notice of appeal with the Assistant Superintendent not later than twelve (12) months
after having paid the Special Tax that is disputed. The Assistant Superintendent shall promptly
review the appeal, and if necessary, meet with the property owner, consider written and oral evidence
regarding the amount of the Special Tax, and rule on the appeal. If the Assistant Superintendent’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 or in other
special cases, as determined by the Assistant Superintendent), but an adjustment shall be made to
the Special Tax on that Assessor’s Parcel in the subsequent Fiscal Year(s).

SECTIONL
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 B of CFD No. 10 may collect Annual Special
Taxes at a different time or in a different manner if necessary to meet its financial obligations.
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RATE AND METHOD OF APPORTIONMENT FOR
COMMUNITY FACILITIES DISTRICT NO. 10
OF THE POWAY UNIFIED SCHOOL DISTRICT

An Annual Special Tax and a One-Time Special Tax shall be levied on and collected in
Community Facilities District No. 10 (“CFD No. 10”) of the Poway Unified School District
(“School District”) in each Fiscal Year, in an amount determined through the application of
the rate and method of apportionment described below. All of the real property in CFD No.
10, unless exempted by law or by the provisions hereof, shall be taxed for the purposes, to the
extent, and in the manner herein provided.

SECTION A
DEFINITIONS

The terms hereinafter set forth have the following meanings:
“Acre” or “Acreage” means the land area of an Assessor’s Parcel as shown on an
Assessor’s Parcel Map, or if the land area is not shown on an Assessor’s Parcel Map, the land

area shown on the applicable final map, parcel map, condominium plan, or other recorded
County parcel map.

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

“Administrative Expenses” means any ordinary and necessary expenses of the School
District to carry out its duties as the legislative body of CFD No. 10.

“Annual Special Tax” means the Special Tax levied in each Fiscal Year on an Assessor’s
Parcel as set forth in Section F.

“Assessor’s Parcel” means a lot or parcel of land in CFD No. 10 which is designated on an
Assessor’s Parcel Map with an assigned Assessor’s Parcel Number.

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

“Assessor’s Parcel Number” means that number assigned to an Assessor’s Parcel by the
County Assessor for purposes of identification.

“Assigned Annual Special Tax” means the Special Tax of that name as set forth in Section
E.

“Assistant Superintendent” means the Assistant Superintendent of Business of the School
District or his/her designee.
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“Attached Unit” means a Unit that (i) consists or shall consist of a building or buildings in
which each of the individual Units has at least one common wall with another Unit and (ii)
is not a Senior Citizen Unit.

“Board’ means the Board of Education of the School District or its designee.

“Bonds” means any obligation to repay a sum of money, including obligations in the form
of bonds, notes, certificates of participation, long-term leases, loans from government
agencies, or loans from banks, other financial institutions, private businesses, or individuals,
or long-term contracts, or any refunding thereof, to the repayment of which Special Taxes
of CFD No. 10 are pledged.

“Building Square Footage” or “BSF” means the square footage of internal living space of
a Unit, exclusive of garages or other structures not used as living space, as determined by

reference to the building permit application for such Unit or other applicable records of the
City.

“Calendar Year” means any period beginning January 1 and ending December 31.
“City” means the City of San Diego.

“County” means the County of San Diego.

“Detached Unit” means a Unit which is not an Attached Unit or a Senior Citizen Unit.
“Developed Property” means all Assessor’s Parcels for which building permits were issued
for the construction of Units 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
such Assessor’s Parcel is associated with a Lot, as determined reasonably by the Assistant
Superintendent.

“Exempt Property” means the property designated as Exempt Property in Section L.
“Final Subdivision Map” means a final tract map, parcel map, lot line adjustment, or
functionally equivalent map or instrument that creates building sites, 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.

“Gross Floor Area” or “GFA” means the covered and enclosed space within the perimeters
of a commercial or industrial structure, not including any storage area incidental to the
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principal use of the development, garage, parking structure, unenclosed walkway, or utility
or disposable area, as used in Section 65995 of the Government Code.

“Gross Prepayment Amount” means any amount determined by reference to Table 2 and
adjusted as set forth in Section G.

“Index’’ means the Marshall & Swift Western Region Class D Wood Frame Index, or if the
Marshall & Swift Western Region Class D Wood Frame Index ceases to be used by the State
Allocation Board, a reasonably comparable index used by the State Allocation Board to
estimate changes in school construction costs, or in the absence of such an index, the
Engineering News Record, Construction Cost Index (Los Angeles Area) published by
McGraw-Hill, Inc.

“Inflator” means the greater of (i) the annual percentage change in the Index, as calculated
for the twelve (12) months ending December 31 of the prior Calendar Year or (ii) two
percent (2.0%).

“Lot” means an individual legal lot created by a Final Subdivision Map for which a building
permit for a Unit has been or could be issued, provided that land for which one or more
building permits have been or could be issued for the construction of one or more model
Units shall not be construed as a Lot until such land has been subdivided by a Final
Subdivision Map.

“One-Time Special Tax” means the single payment Special Tax to be levied as set forth in
Section D.

“Prepayment Amount” means the dollar amount required to prepay all of the Annual
Special Tax obligation on any Assessor’s Parcel, determined pursuant to Section G.

“Senior Citizen Unit”” means a Unit designated as senior citizen housing, part of a residential care
facility for the elderly, or part of a multi-level care facility for the elderly as referred to in California
Government Code Section 65995.1. For purposes hereof, it shall be sufficient to designate a Unit
as a Senior Citizen Unit if Senior Citizen Restrictions have been effected with respect to such Unit.

“Senior Citizen Restriction” means (i) a restriction limiting the use of Units to senior citizen
housing under a specific plan, a final map or other governmental entitlements, or a declaration of
covenants, conditions and restrictions or any similar recorded instrument or (ii) licensing from
appropriate agencies received for residential care facilities for the elderly or multi-level care facilities
as those terms are defined in Health and Safety Code Section 1569.2 and Government Code.
Section 15432(d)(9), respectively.

“Special Tax” means any of the special taxes authorized to be levied by CFD No. 10 under the Act.

“Taxable Property” means all Assessor’s Parcels which are not Exempt Property.
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“Undeveloped Property” means all Assessor’s Parcels of Taxable Property which are not
Developed Property.

“Unit” means each separate residential dwelling unit which comprises an independent facility
capable of conveyance separate from adjacent residential dwelling units. Each Unit shall be
classified as an Attached Unit, a Detached Unit, or a Senior Citizen Unit.

“Zone” means cither of the areas identified as a Zone in Exhibit A to this Rate and Method of
Apportionment.

“Zone 1" means all property located within the area identified as Zone 1 in Exhibit A to this Rate
and Method of Apportionment.

“Zone 2" means all property located within the area identified as Zone 2 in Exhibit A to this Rate
and Method of Apportionment.

SECTION B
ASSIGNMENT OF ASSESSOR’S PARCELS

For each Fiscal Year, beginning with Fiscal Year 2001-02, (i) each Assessor’s Parcel shall be
classified as Exempt Property or Taxable Property; (ii) each Assessor’s Parcel of Taxable Property
shall be classified as Developed Property or Undeveloped Property; and (iii) each Assessor’s Parcel
shall be assigned to a Zone in accordance with Exhibit A.

SECTION C
MAXIMUM SPECIAL TAX

1. Developed Property

The Maximum Special Tax for each Assessor’s Parcel classified as Developed Property in
any Fiscal Year shall be the Assigned Annual Special Tax.

2. Undeveloped Property

The Maximum Special Tax for any Assessor’s Parcel classified as Undeveloped Property in
any Fiscal Year shall be the One-Time Special Tax.

SECTION D
ONE-TIME SPECIAL TAX

The One-Time Special Tax shall be collected for each Assessor’s Parcel on or before the date a
building permit is issued for such Assessor’s Parcel in the amounts described below.
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Zone 1

From May 1, 2001 to April 30, 2002, the One-Time Special Tax amounts in Zone 1 shall be
(i) $2.14 per square foot of BSF for Detached Units, (ii) $2.14 per square foot of BSF for
Attached Units, (iii) $0.36 per square foot of BSF for Senior Citizen Units, and (iv) $0.36
- per GFA. On each May 1, commencing May 1, 2002, the One-Time Special Tax amounts
in Zone 1 shall be increased by the Inflator.

Zone 2

From May 1, 2001 to April 30, 2002, the One-Time Special Tax amounts in Zone 2 shall be
(i) $2.14 per square foot of BSF for Detached Units, (ii) $0.00 per square foot of BSF for
Attached Units, (iii) $0.36 per square foot of BSF for Senior Citizen Units, and (iv) $0.36
per GFA. On each May 1, commencing May 1, 2002, the One-Time Special Tax amounts
in Zone 2 shall be increased by the Inflator.

SECTION E
ASSIGNED ANNUAL SPECIAL TAX

Assigned Annual Special Tax for New Developed Property

The Assigned Annual Special Tax applicable to an Assessor’s Parcel in the first Fiscal Year
in which such Assessor’s Parcel is classified as Developed Property shall be the amount
determined by reference to Table 1 below, subject to adjustment as described below, as
applicable. No Assigned Annual Special Tax shall apply to Senior Citizen Units.

TABLE 1

ASSIGNED ANNUAL SPECIAL TAX FOR
NEW DEVELOPED PROPERTY FOR

FISCAL YEAR 2001-02
Unit Type Assigned Annual - Assigned Annual
Special Tax in Zone 1' Special Tax in Zone 2!
Detached Unit $1,817.70 per Unit $1,817.70 per Unit
Attached Unit $749.15 per Unit $1,012.00 per Unit

1. No Assigned Annual Special Tax shall apply to Senior Citizen Units. |

Each July 1, commencing July 1, 2002, the Assigned Annual Special Tax applicable to an
Assessor’s Parcel in the first Fiscal Year in which such Assessor’s Parcel is classified as
Developed Property shall be increased by the Inflator.
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2. Assigned Annual Special Tax for Existing Developed Property

Each July 1, commencing the July 1 immediately following the Fiscal Year in which the
Assessor’s Parcel was first classified as Developed Property, the Assigned Annual Special
Tax applicable to an Assessor’s Parcel shall be increased by two percent (2.00%) of the
amount in effect in the prior Fiscal Year.

SECTION F
METHOD OF APPORTIONMENT OF THE ANNUAL SPECIAL TAX

Commencing Fiscal Year 2001-02 and for each subsequent Fiscal Year, the Assistant Superintendent
shall levy the Annual Special Tax on each Assessor’s Parcel of Developed Property at the Assigned
Annual Special Tax applicable to such Assessor’s Parcel.

SECTION G :
PREPAYMENT OF ANNUAL SPECIAL TAX

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 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.
The Prepayment Amount for an Assessor’s Parcel eligible for prepayment shall be determined as
described below.

1. Prior to Issuance of Bonds

Prior to the issuance of Bonds, the Prepayment Amount for each Assessor’s Parcel of
Developed Property and each Assessor’s Parcel of Undeveloped Property for which a
building permit has been issued shall be the amount equal to the Gross Prepayment Amount.
The Gross Prepayment Amount for the period May 1, 2001 to April 30, 2002 shall be the
amount determined by reference to Table 2.

TABLE 2
GROSS PREPAYMENT AMOUNT FOR
MAY 1, 2001 TO APRIL 30, 2002
Unit Type Gross Prepayment Gross Prepayment
Amount in Zone 1 Amount in Zone 2
Detached Unit $18,870.40 per Unit $18,870.40 per Unit
Attached Unit $8,083.83 per Unit $10,920.16 per Unit
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On each May 1, commencing May 1, 2002, the Gross Prepayment Amount for each Unit
shall be increased by the Inflator, provided that the Gross Prepayment Amount applicable to
a Unit shall not increase after the issuance of the building permit for such Unit.

2. Subsequent to Issuance of Bonds

Subsequent to the issuance of Bonds, the Prepayment Amount for each applicable Assessor’s
Parcel shall be calculated according to the following formula (capitalized terms defined

below):

Bond Redemption Amount

plus Redemption Premium
plus Defeasance

plus Administrative Fee
less - Reserve Fund Credit
equals Prepayment Amount

As of the date of prepayment, the Prepayment Amount shall be calculated as follows:

1.

For each Assessor’s Parcel of Developed Property, compute the Assigned
Annual Special Tax. For each Assessor’s Parcel of Undeveloped Property,
compute the Assigned Annual Special Tax as though it was already
designated as Developed Property, based upon the building permit issued for
that Assessor’s Parcel.

For each Annual Special Tax obligation to be prepaid, divide the Assigned
Annual Special Tax computed pursuant to paragraph 1 for such Assessor’s
Parcel by the estimated Assigned Annual Special Tax applicable to all
Assessor’s Parcels of Developed Property at buildout, as reasonably
determined by the Assistant Superintendent.

The amount determined pursuant to Section G. 1. shall be (a) increased by the
portion of the Bonds allocable to costs of issuance, reserve fund deposits, and -
capitalized interest with respect to the applicable Assessor’s Parcel and (b)
reduced by the amount of regularly retired principal of the Bonds which is
allocable to the applicable Assessor’s Parcel, as determined by the Assistant
Superintendent. The result is the “Outstanding Gross Prepayment Amount.”
In no event shall any Annual Special Tax determined to have been used to
make a regularly scheduled principal payment on the Bonds be adjusted for
any increase in any cost index or other basis subsequent to the applicable

payment.

- Multiply the 'quotient computed pursuant to paragraph 2 by the face value of

all outstanding Bonds. If the product is greater than the Outstanding Gross
Prepayment Amount, then the product shall be the “Bond Redemption
Amount.” If the product is less than the Outstanding Gross Prepayment
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10.

11.

Amount, then the Outstanding Gross Prepayment Amount shall be the “Bond
Redemption Amount.”

Multiply the Bond Redemption Amount by the applicable redemption
premium, if any, on the outstanding Bonds to be redeemed with the proceeds
of the Bond Redemption Amount. This product is the “Redemption
Premium.”

Compute the amount needed to pay interest on the Bond Redemption
Amount, the Redemption Premium, and the Reserve Fund Credit (see step
10) to be redeemed with the proceeds of the Prepayment Amount until the
earliest call date for the outstanding Bonds.

Estimate the amount of interest earnings to be derived from the reinvestment
of the Bond Redemption Amount plus the Redemption Premium until the
earliest call date for the outstanding Bonds.

Subtract the amount computed pursuant to paragraph 7 from the amount
computed pursuant to paragraph 6. This difference is the “Defeasance.”

Estimate the administrative fees and expenses associated with the
prepayment, including the costs of computation of the Prepayment Amount,
the costs of redeeming Bonds, and the costs of recording any notices to
evidence the prepayment and the redemption. This amount is the
“Administrative Fee.”

Calculate the “Reserve Fund Credit” as the lesser of: (a) the expected
reduction in the applicable reserve requirements, if any, associated with the
redemption of outstanding Bonds as a result of the prepayment, or (b) the
amount derived by subtracting the new reserve requirements in effect after
the redemption of outstanding Bonds as a result of the prepayment from the
balance in the applicable reserve funds on the prepayment date.
Notwithstanding the foregoing, if the reserve fund requirement is satisfied by
a surety bond or other instrument at the time of the prepayment, then no
Reserve Fund Credit shall be given. Notwithstanding the foregoing, the
Reserve Fund Credit shall in no event be less than O.

The Prepayment Amount is equal to the sum of the Bond Redemption
Amount, the Redemption Premium, the Defeasance, and the Administrative
Fee, less the Reserve Fund Credit.

With respect to an Annual Special Tax obligation that is prepaid pursuant to this Section G, the
Assistant Superintendent shall indicate in the records of CFD No. 10 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 within thirty (30) days of receipt of such prepayment to indicate the
prepayment of the Annual Special Tax obligation and the release of the Annual Special Tax lien on
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such Assessor’s Parcel, and the obligation of such Assessor’s Parcel to pay such Annual Special Tax
shall cease.

Notwithstanding the foregoing, no prepayment will be allowed unless the amount of Annual Special
Tax that may be levied in CFD No. 10, net of an allocable portion of Administrative Expenses, shall
be at least 1.1 times the regularly scheduled annual interest and principal payments on all currently
outstanding Bonds in each future Fiscal Year, as reasonably determined by the Assistant
Superintendent.

SECTION H
TERMINATION OF ANNUAL SPECIAL TAX

The Annual Special Tax shall be levied for a term of thirty-one (31) Fiscal Years after the last series
of Bonds is issued, but in no event shall the Annual Special Tax be levied later than Fiscal Year
2045-46.

SECTION I
EXEMPTIONS

The Assistant Superintendent 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 or other restrictions making impractical their
utilization for other than the purposes set forth in the easement or the restriction, or (v) other types
of Assessor’s Parcels, at the reasonable discretion of the Assistant Superintendent.

SECTION J
APPEALS

Any property owner claiming that the amount or application of any Special Tax is not correct may
file a written notice of appeal with the Assistant Superintendent not later than twelve (12) months
after having paid the Special Tax that is disputed. The Assistant Superintendent shall promptly
review the appeal, and if necessary, meet with the property owner, consider written and oral evidence
regarding the amount of the Special Tax, and rule on the appeal. If the Assistant Superintendent’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 or in other
special cases, as determined by the Assistant Superintendent), but an adjustment shall be made to
the Special Tax on that Assessor’s Parcel in the subsequent Fiscal Year(s).

SECTION K
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 CFD No. 10 may collect Annual Special Taxes at
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a different time or in a different manner if necessary to meet its financial obligations. The One-Time
Special Tax shall be collected prior to the issuance of a building permit.
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SUMMARY APPRAISAL REPORT
COVERING

Poway Unified School District
Community Facilities District No. 10
(Torrey Highlands-Improvement Areas A & B)

DATE OF VALUE: SUBMITTED TO:
July 1, 2001 Ms. Sandi Burgoyne
Poway Unified School District
13626 Twin Peaks Rd.
Poway, CA 92064-3098

DATE OF REPORT: SUBMITTED BY:
August 14, 2001 Stephen G. White, MAT

1370 N. Brea Blvd., Suite 205
Fullerton, CA 92835



Stephen G. White, MAI

Real Estate Appraiser

| i
rdtishett | 1370 N. BREA BLVD., SUITE 205 - FULLERTON, CALIFORNIA 92835-4128

& (714) 738-1595 * FAX (714) 738-4371
N

August 14, 2001

Ms. Sandi Burgoyne Re: Community Facilities District
Poway Unified School District No. 10 (Torrey Highlands-
13625 Twin Peaks Rd. Improvement Areas A & B)

Poway, CA 92064-3098
Dear Ms. Burgoyne:

In accordance with your request and the District’s ‘authorization,
I have completed a Complete Appraisal of the taxable properties
within Improvement Areas A and B of the above-referenced Community
Facilities District (CFD). These properties consist of mostly
undeveloped land for five separate residential projects, currently
owned by three different merchant builders. There will be a total
of 601 single-family lots, with seven different product lines of
homes reflecting that one of the projects has multiple products.
Land development work is underway on four of the five projects, and
one project has homes under construction.

The purpose of this appraisal is to estimate the market wvalue of
the land in its as is condition for each of these five separate
projects. This reflects the tract map approvals on each of the
projects, much grading completed on four of the projects, and homes
under construction on one of the projects. This appraisal also
reflects the proposed public bond financing, as well as the overall
+1.7% to 1.8% tax rate including special taxes.

Based on the inspections of the properties and analysis of matters
pertinent to value, the following conclusions of market value have
been arrived at, subject to the Assumptions and Limiting
Conditions, and as of July 1, 2001:

Project-Builder Value

Bryn Glen - D.R. Horton $ 7,470,000
Torrey Glenn - Western Pacific Housing $11,800,000
Greystone Highlands - Greystone Homes $43,150,000
Montellano - Western Pacific Housing $18,450,000
Cabrera - Western Pacific Housing $15,250,000

$96,120,000



MS. SANDI BURGOYNE
AUGUST 14, 2001
PAGE 2

The following is the balance of this 44-page Summary Appraisal
Report which includes the Certification, Assumptions and Limiting
Conditions, definitions, property data, exhibits, wvaluation and
market data from which the conclusions were derived.

Sincerely,

Stephen G. White, MAI
(State Certified General Real
Estate Appraiser No. AG013311)

SGW:sw
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CERTIFICATION

I certify that, to the best of my knowledge and belief:

1.

2,

10.

The statements of fact contained in this report are true and
correct.

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.

I have no present or prospective interest in the property that
is the subject of this report, and no personal interest with
respect to the parties involved.

I have no bias with respect to the property that is the
subject of this report or to the parties involved with this
assignment.

My engagement in this assignment was not contingent upon
developing or reporting predetermined results.

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.

My analyses, opinions and conclusions were developed, and this
report has been prepared, in conformity with the Uniform
Standards of Professional Appraisal Practice.

I have made a personal inspection of the property that is the
subject of this report.

No one provided significant professional assistance to the
person signing this report, other than data research by my
associate, John Hockman.

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.

b A1 WZ

Stephen G. White, MAI
(State Certified General Real
Estate Appraiser No. AG013311)




ASSUMPTIONS AND LIMITING CONDITIONS

This appraisal has been based upon the following assumptions and
limiting conditions:

1.

10.

No responsibility is assumed for the 1legal description
provided or for matters pertaining to 1legal or title
considerations. Title to the property is assumed to be good
and marketable unless otherwise stated.

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

Responsible ownership and competent property management are
assumed.

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

All engineering studies, if applicable, are assumed to be
correct. The plot plans and illustrative material in this
report are included only to help the reader visualize the
property.

It is assumed that there are no hidden or unapparent
conditions of the property, subsoil, or structures that render
it more or less valuable. No responsibility is assumed for
such conditions or for obtaining the engineering studies that
may be required to discover them.

It is assumed that the property is 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.

It is assumed that the property conforms to all applicable
zoning and use regulations and restrictions wunless a
nonconformity has been identified, described and considered in
the appraisal report.

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 estimate contained in
this report is based.

It is assumed that the use of the land and improvements is
confined within the boundaries or property 1lines of the
property described and that there is no encroachment or
trespass unless noted in the report.



ASSUMPTIONS AND LIMITING CONDITIONS, Continuing

11.

12.

13.

14.

Unless otherwise stated in this report, the existence of
hazardous materials, which may or may not be present on the
property, was not observéd by the appraiser. The appraiser
has no knowledge of the existence of such materials on or in
the property. The appraiser, however, is not qualified to
detect such substances. The presence of such substances may
affect the valuation of the property.

The value estimated is predicated on the assumption that there
is no such material on or in the property that would cause a
loss in wvalue. No responsibility is assumed for such
conditions or for any expertise or engineering knowledge
required to discover them. The client is urged to retain an
expert in this field, if desired. '

Any allocation of the values estimated in this report between
the land and the improvements applies only under the stated
program of utilization. The separate values allocated to the
land and buildings must not be used in conjunction with any
other appraisal and are invalid if so used.

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 bond issuance.

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 property in question unless
arrangements have been previously made.

SPECIAL ASSUMPTIONS AND LIMITING CONDITIONS

Estimated land development costs and fees to get the land from
its as is condition to finished and buildable residential lots
has been obtained from the various property owners; these
figures have been assumed to be reasonably accurate, and have
been relied upon in this appraisal, but are subject to
engineering review.



PURPOSE AND USE OF THE APPRATISAL

The purpose of this appraisal is to estimate the market value of
all of the taxable property located within Improvement Areas A and
B of Community Facilities District No. 10 of Poway Unified School
District. This Summary Appraisal Report is to be used as required
in the bond issuance.

SCOPE OF THE APPRAISAL

It is the intent of this Complete 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. This has included a general
inspection of the subject properties and their surroundings; review
of various maps and documents relating to the properties and the
planned developments; obtaining of property data about the subject
properties; obtaining of comparable residential land sales; and
analysis of all of the data to the value conclusions.

DATE OF VALUE

The date of value for this appraisal is July 1, 2001.

PROPERTY RIGHTS APPRAISED

This appraisal is of the fee simple interest in the subject
properties, subject to the 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. :

DEFINITION OF FINISHED LOT

This term describes 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 had fine
grading, all in-tract streets and utilities have been completed and
fees have been paid or credited (sewer, water, road, library, park,
etc.) up to the stage of pulling building permits.

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.

8



LOCATION MAP

|
53
S

MIRA
ZANJA CTE

o oY VIA

o e

e

A
/c
N
WS
|
i

\

T

UFF.

o ’.l 2
e 4

g

{
Al
>
=

/3
Q
S
&
ABING AV,
ENTREKEN }

|__ BRYN ,/ TORREY ' EiT8
GLEN / GLENN '

JCT

N

SPARREN

i

<IN
H
K

i1/

T HOUNTAIY

e

Toore nF 1= CLIDE

v

NS
eiT. Y a—

&3

=

b Suy,
=

N

by
YR ConSTRIETTO

i T
93 lg

35d

RUN 5 RD
8600
g5 cReEKm £t

40ITONIdS

Q)
% T"’% va
NS )
ES :‘C 5‘:‘;:
2
i

(Ve




INTRODUCTION
GENERAL LOCATION

The map on the opposite page indicates the approximate
locations of the five subject projects. Three of the projects
are located on either side of future Camino Ruiz between
Carmel Valley RA. at the north and future State Route 56 (Ted
Williams Freeway) at the south. Two of the projects are
located about % mile west of future Camino Ruiz and just to
the southwest of future S.R. 56.

This location is within and toward the north end of the City
of San Diego. The location is between the Cities of Del Mar
to the west and Poway to the east, and also between the
communities of Carmel Valley to the west and Rancho
Penasquitos to the east. Nearby to the south is the community
of Mira Mesa and nearby to the northeast is the community of
Rancho Bernardo.

The subject location is more specifically referred to as
Torrey Highlands which is a newly developing area. The
subject properties are located within Torrey Highlands Subarea
IV, and this is discussed in more detail on the following

page.
OVERVIEW OF CFD NO. 10

Community Facilities District No. 10 comprises a total of
approximately 476 acres. This land is planned to be developed
with a total of approximately 1,200 dwelling units, which will
range from attached units at higher densities to detached
homes on minimum size lots of +4,000 s.f. to 7,500 s.f. There
will also be some commercial development within this CFD,
which will include both office and retail uses. In addition,
there is much natural open space within McGonigle Canyon and
Deer Canyon, and there will be a city park.

The CFD is divided into six Improvement Areas, identified as
Improvement Areas A through F. The first bond issuance is
only on Improvement Areas A and B. Thus, only the properties
contained within Improvement Areas A and B are included in
this appraisal.

Improvement Areas A and B comprise the £five separate
residential development projects as previously noted. These
five projects contain a total of 601 single-family lots, which
will be developed with seven different product types. Each of
these projects is discussed in greater detail on later pages.
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DESCRIPTION OF TORREY HIGHLANDS SUBAREA IV

The map on the opposite page indicates the area and land uses
which comprise Torrey Highlands Subarea IV. This is part of
the North City Future Urbanizing Area which comprises the
large undeveloped area in this northerly part of the City of
San Diego. Subarea 1 is located to the north, Subarea 3 is
located to the west and Subarea 5 is located to the south.

As the map indicates, three of the subject projects are
located at the east side of this Subarea, and two of the
projects are located at the southwest end. Adjacent to the
east of the Subarea are existing neighborhoods of homes which
are part of the community of Rancho Penasquitos, and adjacent
to the south is undeveloped land in future Subarea 5.

Subarea IV will consist of a wide range of housing, including
attached units at higher densities to large estate-type homes
on t+l-acre lots. The estate homes are located at the north
end of the Subarea, the multi-family housing will be located
in the central and southerly portions, and the balance of the
housing will be on +4,000 to 7,500 s.f. lots. There is much
open space which runs diagonally through the center of the
Subarea, and also across the north and south ends.

The Subarea will also include two elementary schools, two
middle schools and a high school. The middle school and
elementary school along the east side of the Subarea are
existing. Westview High School is under construction and due
to be completed and opened by September 2002. The middle
school site at the north end and the elementary school site in
the center area are for future construction.

Carmel Valley Rd. will be a major east-west arterial through
this Subarea, and it is currently improved and providing
access, though for much of the distance it is only two lanes.
Camino Ruiz will be a major north-south arterial through this
area. It is currently under construction, and the portion
from Westview High School north to Carmel Valley Rd. is due to
be completed by December. The portion south to S.R. 56 is due
to be completed by March 2002.

S.R. 56 will run east-west through this Subarea. It currently
terminates nearby to the east and several miles to the west.
The completion of this 2%-mile link will provide good freeway
access through this area to the I-5 Freeway at the west and
the I-15 Freeway at the east. The segment east from Camino
Ruiz is due to be completed next year, and completion of the
entire segment is due by September 2004.

In summary, this Subarea is a desirable 1location for
residential development, due to the good future £freeway
proximity, its close-in location to central San Diego, and the
good mix of planned housing types and commercial development,
as well as the abundance of surrounding open space.
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MAP OF BRYN GLEN
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BRYN GLEN - D.R. HORTON
PROPERTY DATA
Location

This property is located on the west side of future Camino
Ruiz, +¥% mile south of Carmel Valley Rd.

Surroundings

This project is surrounded on the north, west and south by
natural open space, with a ridge to the north and McGonigle
Canyon area along the south and west. Nearby to the south is
Westview High School, and across Camino Ruiz to the east is
the Torrey Glenn project by Western Pacific Housing, discussed
on later pages.

Record Owner/Ownership History

The record owner is D.R. Horton San Diego Holding Company,
Inc. They acquired this property in November 1999 as raw land
with no tentative tract map approvals.

Legal Description

The land is currently described as Parcels 1 and 2 of Parcel
Map No. 6902 in the City of San Diego. The buildable land for
the 65 single family lots is also referred to as Lots 1
through 65 of Tentative Map No. 96-7676.

Assessment Data

The subject property comprises Assessor Parcel Nos. 306-021-17
& 19. The assessed value is $5,150,000 for land and 0 for
improvements. The tax rate area is 08-190. It is projected
that the overall tax rate for the homes to be built in this
CFD will be between 1.75% and 1.80%, including the special
taxes for the special tax bonds to be issued.

Land Area/Lot Sizes

The overall site contains 37.28 gross acres, of which 8.3
gross acres are proposed for development and the balance will
be open space.

The 65 single-family lots will be a minimum size of 42’ by
100’ or 4,200 s.f.

Physical Condition

The land is currently in a raw condition, and it ranges from
mostly level to gently undulating.

14



PROPERTY DATA, Continuing
Streets and Access

Camino Ruiz runs along the east side of the tract and will
provide the direct access to the tract. Bryn Glen Way will be
a long cul-de-sac street extending west into the tract from
Camino Ruiz, and Bryn Glen Court will be a short cul-de-sac
off of it.

Utilities

The utilities will be installed in the streets, and are
provided by the following:

Water/Sewer: City of San Diego
Electric: San Diego Gas & Electric
Gas: San Diego Gas & Electric
Telephone: Pacifiec Bell

Cable: ' Cox Communications

Land Use Approvals

The subject property has general entitlement or approval for
residential development by the Low Density designation as part
of Torrey Highlands Subarea IV. In addition, tentative tract
map approval was obtained in September 2000, and the final
tract map should be approved and ready for recordation within
several months.

Topography

The subject site is in a low area below the ridge along the
north side, but above grade of the open space to the west and
south. The site is near grade of future Camino Ruiz.

Drainage/Flood Hazard

Onsite drainage will be within gutters and into underground
storm drain facilities to be constructed. The subject lots
are elevated above the surrounding canyon/creek areas and not
within the floodplain.

Soil/Geologic Conditions

This appraisal has assumed that all necessary grading and
compacting will be properly completed, as part of the costs to
get the land from its as is condition to finished single
family lots. It is also assumed that there are no abnormal
soil or geologic conditions which would affect development of
the lots with homes, as planned.

15



PROPERTY DATA, Continuing

Environmental Conditions

This appraisal has assumed that all necessary environmental
permits and approvals have been obtained for development of
the planned single-family lots. It has also been assumed that
there are no other environmental conditions, including
endangered species or significant watercourses or wetlands,
which would have a negative effect on the planned development
of the lots.

Title Report

A title report has not been reviewed on the subject property.
Thus, it has been assumed that there are no pertinent
exceptions to title which would have a negatlve effect on
development of the lots as planned.

Proposed Development/Timing

The 65 single family lots are planned to be developed with a
tract of detached homes, with four floor plans at 1,600 s.f.,
1,780 s.f., 1,956 s.f. and 2,127 s.f. D.R. Horton projects
the pricing to be from the high $300,000’s to the low
$400,000’s. The Meyers Group projects base pricing of
$375,000 to $405,000 or an average of $390,000.

The land development work will commence by the end of Summer,
with the lots being completed to a finished condition by next
January. The model homes are expected to be completed and
opened by next June.

Highest and Best Use

The term highest and best use is defined as that reasonable
and probable use that will support the highest present value
as defined, as of the effective date of the appraisal.

Alternatively, it is that use from among reasonable, probable
and legal alternative uses, found to be physically possible,
legally permissible, appropriately supported, f£financially
feasible and which results in the highest land value.

Based on the foregoing, as well as the following valuation
analysis which indicates good demand for residential land in
this general area, I have concluded that the proposed
development represents the highest and best use of the land.
Furthermore, the Market Analysis and Absorption Projection for
Torrey Highlands: Areas A & B, dated June 2001 by The Meyers
Group indicates that there would be good demand for homes in
this community. This report estimates that each product line
could achieve monthly sales rates of 4 to 7 homes, with all
products selling concurrently.

16



VALUATION

Method of Analysis

The Sales Comparison Approach has been used to estimate the
value of the subject lots, as if in a finished conditionm.
This approach compares recent sales of similar bulk
residential lots in the general area to the subject property,
considering pertinent differences from the sales to the
subject. Then, a deduction is made for the estimated
remaining costs to get the subject land from its as is
condition to finished lots.

Thus, a search was made in this general area for recent sales
of similar residential land or bulk single family lots. A
detailed tabulation of the sales data is in the Addenda tab
section at the end of this report. The following discussion
and analysis of the data references that tabulation.

Discussion and Analysis of Land Sales Data

Sale Nos. 1 through 7 are located in the newly-developing
master-planned community of 4S Ranch. This community is
located just over 3 miles northeasterly of the subject
property, in unincorporated area adjacent to the west of the
Rancho Bernardo area. These were sales by the master
developer of single family 1lots in a partially finished
condition located in Phase 1 of the community.

In general, the location is considered to be inferior to the
subject, as supported by discussions with builders and land
brokers, and by the pricing of product in 4S Ranch which tends
to be lower than in the subject area. However, the overall
tax rate of +1.5% to 1.6% is slightly lower than projected for
the subject Subarea.

As to an upward value trend over time, the comparison of Sale
No. 7 to Sale No. 4 is of interest. For fairly similar lot
sizes with similar size homes being built or planned, Sale No.
7 is a current escrow at a price of $230,000 per finished lot,
and Sale No. 4 was a closed sale in December 1999 at a price
of $200,000 per finished lot. This indicates an increase or
upward adjustment of 15% to the price of Sale No. 4.

Sale No. 1 was a sale of 6,000 s.f. minimum lots which took
place over 1% years ago. Thus, there could be an upward time
adjustment to the sale price of $205,000 per finished lot.
The lots are much larger than the subject lots at 4,200 s.f.
minimum, resulting in the potential for much larger and higher
priced homes. This is evident by the pricing for homes in the
low to mid-$500,000’s in contrast to the projected pricing for
the subject in the high $300,000’s to low $400,000’s.

Overall, upward adjustments to the sale price for time and the
inferior location are far more than offset by a downward

17



VALUATION, Continuing

adjustment for the larger lot size. Thus, the indication at
$205,000 per finished lot supports a firm upper limit for the
subject. ’

Sale No. 2 is similar to the subject as 4,200 s.f. lots,
though many lots have territorial views which are superior to
the subject. In addition, larger and higher-priced homes are
planned for these lots than on the subject lots. The sale
closed last Fall at $155,000 per finished lot, though the
price was set before that time, thus an upward time adjustment
is supportable. The buyer considers the current value to be
+$175,000 per finished lot. Considering at least a 10% upward
time adjustment, the indicated price is $170,500 per finished
lot, which supports a close but firm upper limit for the
subject due to the smaller and lower-priced homes planned for
the subject lots. ‘

Sale No. 3 was the first of two takedowns to total 80 lots,
5,000 s.f. minimum size, with the second takedown due to close
next March. However, the price of $160,000 per finished lot
was negotiated about 1% years ago. Thus, an upward adjustment
of at least 10% for time results in a current indication at
+$176,000 per finished lot. Due to the larger lot size than
the subject, this indication supports an upper limit for the
subject.

Sale Nos. 4 through 7 are of 5,000 s.f. to 7,000 s.f. lots,
and indicate prices of $200,000 to $230,000 per finished lot.
Similar to the discussion of Sale No. 1, downward adjustments
for the larger lot sizes are more than offsetting to upward
adjustments for location and date of sale, thus these prices
support far upper limits for the subject.

Sale No. 8 is a pending sale of a portion of one of the
subject projects, as discussed later for Greystone Highlands.
These lots have a recorded tract map, and grading is well
underway. These lots will be delivered in finished condition,
other than some fees which will be paid by the buyer. 1In
comparison to the subject, these are larger lots at 5,000
s.f., with the potential for larger and much higher-priced
homes. Thus, the indication at $251,000 per finished 1lot
supports a far upper limit for the subject.

Sale Nos. 9 and 10 are located at the west side of Torrey
Highlands Subarea IV. Sale No. 9 was a purchase of 149 lots
and Sale No. 10 was a more recent resale of 69 of those lots
at a slightly higher price. These are 5,000 s.f. lots which
are being developed with homes in the $500,000 to $635,000
range. Thus, these lots are far superior to the subject due
to the size and support a far upper limit for the subject at
$230,000 to $235,000 per finished lot.

Sale No. 11 is located along Black Mountain Rd./Carmel Valley

18



VALUATION, Continuing

Rd. in Torrey Highlands Subarea III, about 1% miles to the
west of the subject. This was a recent sale of raw land with
an approved tentative tract map for 162 lots, 4,000 s.f.
minimum size. This sale is similar to the subject in terms of
the minimum lot size, and the planned homes are similar in
size at 1,600 to 2,100 s.f. However, the pricing £from
$395,000 to $470,000 is higher than projected for the subject,
evidencing the superior location. Thus, the indication at
$208,000 per finished lot supports a firm upper limit for the
subject.

Sale No. 12 is located in the Torrey Hills community, just
east of I-5 and 1% miles south of S.R. 56, or about 6 miles
southwesterly of the subject. This was a purchase of just 18
lots in a rough graded condition. These lots are much larger
than the subject at 5,700 s.f. minimum size, and some have
good territorial views. In addition, the coastal location is
also far superior to the subject, resulting in much higher-
priced homes at $570,000 to $720,000. Thus, the indication at
$322,222 per finished lot supports a far upper limit for the
subject.

Sale No. 13 is located adjacent to the west of Sale No. 12,
and was a purchase of 75 lots, many with good views. The
price of $266,279 per finished lot can be adjusted up by at
least 10% for time since May 2000, resulting in a current
indication at $293,000 per finished lot. This also supports
a far upper limit for the subject due to the superior coastal
location and potential view premiums, resulting in the
potential for much higher-priced homes.

Conclusion of Finished Lot Value

In summary, the data supports close but firm upper limits for
the subject at $170,000 to $176,000 per finished lot, and far
upper limits from $200,000 to over $300,000 per finished lot.
It is evident that the subject lots of 4,200 s.f. minimum size
are at the small end of the range, and are also projected for
relatively low-priced homes, thus impacting the lot wvalue.

Thus, the comparison of the data to the subject in terms of
the finished lot ratio (finished lot price divided by average
base price of homes) provides a more supportable value
indication. As indicated, the data indicates finished 1lot
ratios ranging from 36% to 50%. The lower end is mostly
indicated by the sales in 4S Ranch, though the current escrow
indicates a ratio of 46%.

I have considered a finished lot ratio for the subject at 42%
to 44%, and an average home price of $390,000, as projected by
The Meyers Group. This results in the following:

$390,000 x .42-.44 = $163,800 to $171,600/£fin. lot
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VALUATION, Continuing

Based on the foregoing, I have concluded on a value for the
subject lots at $168,000 per lot, if in a finished condition.

Conclusion of Value, As Is Condition

Information provided by D.R. Horton is that the estimated
costs and fees to get from the as is raw condition to finished
lots is a total of $4,000,000, allocated as $2,000,000 in land
development costs and $2,000,000 in fees, including the FBA
(Facilities Benefit Assessment) fee. However, the CFD credit
towards the FBA fees for this project was indicated to be
$8,549.69 per unit or a total of $555,730 for the 65 units or
lots. This amount is credited from the $2,000,000 figure
noted above.

Thus, the total remaining land development costs and fees to
get from as is condition to finished 1lots is $3,444,270,
reflecting the CFD bond proceeds.

This results in the following:

Ag If Finished: 65 lots @ $168,000/lot = $10,920,000
Less Costs/Fees to Achieve Finished Condition: - 3,444,270
Value Indication, As Is Condition: 87,475,730

Thus, as the result of this analysis, the following conclusion

of market value has been arrived at, subject to the

Assumptions and Limiting Conditions, and as of July 1, 2001:
$7,470,000

(SEVEN MILLION FOUR HUNDRED SEVENTY THOUSAND DOLLARS)
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TORREY GLENN - WESTERN PACIFIC HOUSING
PROPERTY DATA
Location

This property is located on the east side of future Camino
Ruiz, +¥% mile south of Carmel Valley RAd.

Surroundings

To the north is an area of open space along the east side of
Camino Ruiz, and east of that is the south part of the
Barcelona project being built by Greystone Homes. The
Barcelona tract will contain 108 homes on 8,000 s.f. lots,
ranging in size from 2,715 s.f. to 3,883 s.f., with current
pricing of $584,000 to $650,000. To the northeast of the
subject is the Adobe Bluffs Elementary School.

Across Camino Ruiz to the west is the planned Bryn Glen
project and much open space, with the Westview High School to
the southwest. To the south is a planned tract of homes by
Pardee Homes, and to the east is the existing single family
residential area.

Record Owner/Ownership History

The record owner is Western Pacific Housing - Torrey Glenn,
LLC. They acquired this property in June 1999 at a price of
$2,000,000. At that time the land was in raw condition,
without an approved tentative tract map.

Legal Description

The land is currently described as Parcel 6 of Map No. 14576
in the City of San Diego, except the portion lying within
Black Mountain Vistas North Unit No. 5; and the east half of
the northeast quarter of the southwest quarter of Section 13,
Township 14 South, Range 3 West, S.B.B.M. The buildable lots
are also referred to as Lots 1 through 66 of Tentative Map No.
98-0261.

Assessment Data

The subject property comprises Assessor Parcel Nos. 306-021-02
& 14. The assessed value is $4,513,500 for land and 0 for
improvements. The tax rate area is 08-190. It is projected
that the overall tax rate for the homes to be built in this
CFD will be between 1.7% and 1.8%, including the special taxes
for the special tax bonds to be issued.

Land Area/Lot Sizes

The overall site contains 32.23 gross acres, of which 20.7
acres are proposed for development, 8.7 acres will be open
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PROPERTY DATA, Continuing
space, and the balance will be within Camino Ruiz.
The 66 single-family lots will be a minimum size of 6,000
s.f., exclusive of slopes, with a typical size range of 6,000

to 8,000 s.f., exclusive of slopes.

Physical Condition

The land is currently being graded, and this is about 65%
completed. In addition, the storm drain has been installed.

Streets and Access

Camino Ruiz runs along the westerly side of the tract and will
provide the direct access to the tract. In-tract streets,
including three cul-de-sacs will provide access to the lots.

Utilities

This is the same as for Bryn Glen, other than Southwestern
Cable will provide the cable.

Land Use Approvals

The subject property has general entitlement or approval for
-residential development by the Low Density designation as part
of Torrey Highlands Subarea IV. In addition, there is the
approved Tentative Tract Map for the 66 single-family lots.
It was expected that the final tract map would record by the
end of July 2001.

Topography

Upon completion of the grading, the lots will range from
slightly to well above grade of Camino Ruiz, and will be
terraced up to the south and east, with the southerly end
being much higher. The north center and northeast parts of
the site will be a lower open space area, below grade of the
adjacent single family lots. The lots will be below grade of
the land to the north and south of the tract, and will range
from above to below grade of the land to the east. Thus, some
of the lots will have territorial views to the north and west.

Drainage/Flood Hazard, Soil/Geologic Conditions, Environmental
Conditions, Title Report, Highest and Best Use

This is all the same as for Bryn Glen.

Proposed Development/Timing

The 66 single family lots are planned to be developed with a
tract of detached homes, with three floor plans of 2,886 s.f.,
3,120 s.£f. and 3,734 s.f. Per the study by The Meyers Group,
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PROPERTY DATA, Continuing

the pricing is projected to be from $540,000 to $595,000, or
an average of $563,333.

The lots are due to be completed to a finished condition by

December. The models are also due to be completed by
December, with the first move-ins next March, and build-out by
March 2003.

VALUATION

Method of Analysis

This is the same as for Bryn Glen.

Discussion and Analysis of Land Sales Data

Reference is made to much of the discussion of this data in
the Bryn Glen analysis. The pertinent sales for Torrey Glenn
are discussed in the following paragraphs.

Sale No. 1 is similar with 6,000 s.f. 1lots, though the
location is slightly inferior as evidenced by the lower-priced
homes being built. Considering also an upward time adjustment
due to the sale date in late 1999, this sale supports a far
lower limit for the subject at $205,000 per finished lot.

Sale No. 5 has larger lots at 7,000 s.f. While the planned
homes are larger than projected for the subject, the pricing
is similar to only slightly higher, which reflects the
slightly inferior location of 4S Ranch. Overall, this sale is
considered to support a close indication to close lower limit
for the subject at +$223,000 per finished lot.

Sale No. 6 is similar with 6,000 s.f. lots, but based on
previous discussion the price of $218,000 per finished lot
supports a lower limit for the subject.

Sale No. 7 consists of smaller lots at 5,000 s.f., and the
projected home prices are lower than projected for homes on
the subject lots. Thus, this sale supports a lower limit for
the subject at $230,000 per finished lot.

Sale No. 8 is located nearby to the south of the subject, and
consists of smaller lots at 5,000 s.f., though the smaller
size is partially offset by being 55’ wide lots. The planned
homes are similar to only slightly smaller than those planned
on the subject lots, and the projected pricing is also similar
to only slightly lower. Overall, this sale would tend to
close indication for the subject at $251,000 per finished lot.

Sale Nos. 9 and 10 are smaller lots at 5,000 s.f., though Sale
No. 10 is being developed with larger and higher-priced homes.
This reflects the slightly superior location than the subject,
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VALUATION, Continuing

being identified more with Carmel Valley than Rancho
Penasquitos. Considering an upward time adjustment of at
least 10% since the sale dates in December 1999 and July 2000,
the indications are $253,000 to $258,500 per finished 1lot,
which support an upper 1limit for the subject due to the
superior location.

Sale No. 11l is a superior location, but it consists of much
smaller lots which are planned for much smaller and lower-
priced homes. Overall, the price of $208,000 per finished lot
supports a far lower limit for the subject.

Sale Nos. 12 and 13 are similar size lots but far superior
locations, being developed with smaller to similar size homes
as planned on the subject, but the prices are much higher.
Overall, the indications at +$320,000 per finished lot support
a far upper limit for the subject.

Conclusion of Finished Lot Value

In summary, on a finished lot basis, the data supports far
lower limits at $205,000 and $208,000, a closer but firm lower
limit at $218,000, a close indication to close lower limit at
$223,000, close indications at $230,000 and $251,000, close
but firm upper limits at $253,000 to $258,500, and far upper
limits at $293,000 and $320,000. The most supportable range
is from $225,000 to $250,000 per finished 1lot.

Considering a finished lot ratio or 42% to 44%, and an average
base home price of $563,333 as per The Meyers Group study, the
following range results:

$563,333 x .42-.44 = $236,600 to $247,867/fin. lot

Based on the foregoing, I have concluded on a value for the
subject lots at $242,000 per lot, if in a finished condition.

Conclusion of Value, As Is Condition

Information provided by Western Pacific Housing is that the
estimated costs and fees to get from the as is partially
graded condition to finished lots is a total of $89,000 per
lot, or a total of $5,874,000 for 66 lots. However, similar
to the analysis of Bryn Glen, a deduction is made for the
amount of the bond proceeds or CFD credits toward the FBA
fees. For this project the credit amount was indicated to be
$25,799.18 per unit, or a total of $1,702,746 for the 66 lots.
Thus, the net amount of costs and fees to get to finished
condition is $4,171,254.

This results in the following:
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VALUATION, Continuing

As If Finished: 66 lots @ $242,000/lot = $15,972,000
Less Costs/Fees to Achieve Finished Condition: - 4,171,254
Value Indication, As Is Condition: $11,800,746

Thus, as the result of this analysis, the following conclusion

of market wvalue has been arrived at, subject to the

Assumptions and Limiting Conditions, and as of July 1, 2001:
$11,800,000

(ELEVEN MILLION EIGHT HUNDRED THOUSAND DOLLARS)
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GREYSTONE HIGHLANDS - GREYSTONE HOMES
PROPERTY DATA
Location

This property is located on the easterly side of future Camino
Ruiz, about 1 mile south of Carmel Valley Rd. and several
hundred feet north of future S.R. 56.

Surroundings

This site wraps around the north, west and south sides of the
existing Mesa Verde Middle School. To the north is the
planned tract of homes by Pardee Homes, and to the east is the
existing residential development of the Rancho Penasquitos
area. To the south is a planned residential development by
Rhodes, then S.R. 56 and then another planned residential
development by Rhodes. Across Camino Ruiz to the west is the
future local mixed-use site which is planned for residential
and commercial development. To the northwest is Westview High
School and to the southwest is S.R. 56.

Record Owner/Ownership History

The record owner is LEN-Greystone Torrey Highlands, LLC. They
acquired this property in January 2001 at a price of
$20,636,000, including some multi-family and commercial land
on the westerly side of future Camino Ruiz. At that time the
land was in raw condition, with an approved tentative tract
map. It is noted that 78 of the lots are currently in escrow
to Standard Pacific Corp. based on a finished lot price of
$19,578,000. This sale is due to close some time during July
or August 2001.

Legal Description

The buildable land comprising the 235 single family lots was
referred to as Greystone Highlands Unit Nos. 1, 2 and 3, and
Lots 1 through 235 of Tentative Map No. 98-0392. The tract
maps have recently recorded, and are Map No. 14237 for Unit
No. 1, Map No. 14214 for Unit No. 2, and Map No. 14238 for
Unit No. 3. Unit No. 1 comprises the south end of the
project, Unit No. 2 comprises the northeast portion, and Unit
No. 3 comprises the west and center portioms.

Assessment Data

The subject property comprises Assessor Parcel Nos. 306-041-
06, 19, 20 & 21. The assessed value is $4,511,957 for land
and 0 for improvements. The tax rate area is 08-190. It is
projected that the overall tax rate for the homes to be built
in this CFD will be between 1.75% and 1.80%, including the
special taxes for the special tax bonds to be issued.

28



PROPERTY DATA, Continuing

Land Area/Lot Sizes

The overall site contains 97.67 gross acres, or 78.10 acres
net of streets but inclusive of open space/slopes.

The minimum/typical lot sizes of the 235 lots are as follows:

90 lots @ 50’ x 100’ or 5,000 s.f. (portion of Unit 3)
78 lots @ 55’ x 91’ or 5,005 s.f. (portion of Unit 3)

67 lots @ 75’ x 100’ or 7,500 s.£. (Units 1 and 2)

Physical Condition

Overall, the land is currently about 70% mass graded with the
storm drain in and installation of sewer and water just
underway. More specifically, the description is as follows:

Unit No. 1 consists of graded lots in a blue-top condition with
utilities now being installed.

Unit No. 2 congist of lots ranging from a blue-top to finished
condition; 3 model homes are under construction in the framing stage;
and trenching is underway on the first phase of 23 homes.

Unit No. 3 consists of lots which are still being graded, not yet to
a blue-top condition.

Streets and Access

Camino Ruiz runs along the westerly side of the tract and will
provide the only direct access to Unit No. 3. Unit No. 1 will
be accessed by the extension of Sundance Ave. £from the
existing neighborhood to the east, and two lots will front on
existing Ireland Ln. within the existing neighborhood. Unit
No. 2 will be accessed by the extension of Entreken Way from
the existing neighborhood to the east.

Otilities

This is the same as for Bryn Glen, other than the provider of
cable is not known.

Land Use Approvals

The subject property had the general entitlement or approval
for residential development by the Low Density designation as
part of Torrey Highlands Subarea IV. In addition, there are
now the three recorded tract maps.

Topography

The lots at the northeast end of the project (Unit No. 2) are
mostly flat and approximately at grade with surrounding lots
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PROPERTY DATA, Continuing

and adjacent school. The lots at the west side of the project
(Unit No. 3) will slope or terrace down gradually to the west,
and will be slightly above Camino Ruiz, and looking down over
the open space which wraps around the southerly end of this
tract of lots. The lots at the south end of the project (Unit
No. 1) terrace down to the west and are above the grade of the
open space area.

Drainage/Flood Hazard, Soil/Geologic Conditions, Environmental
Conditiong, Title Report, Highest and Best Use

This is all the same as for Bryn Glen.
Proposed Development/Timin

The 67 lots at 7,500 s.f. are planned to be developed with a
tract of detached homes called Valonia. Per Greystone Homes,
these homes are to range from about 3,500 to 3,970 s.f., and
pricing is anticipated to be from the mid-$500,000’s to the
$600,000’s. Per The Meyers Group, the homes will be 3,480
s.f., 3,797 s.£f. and 3,878 s.f., with projected base pricing
of $600,000 to $625,000 or an average of $615,000.

The 90 lots at 50’ x 100’ or 5,000 s.f. are planned to be
developed with a tract of detached homes called Montea. Per
- Greystone Homes, these homes are to range from about 3,400 to
3,500 s.f., and pricing is anticipated to be from the low
$500,000’s. However, per The Meyers Group, the homes will be
2,400 s.f., 2,650 s.f. and 2,800 s.f., with projected base
pricing of $470,000 to $500,000 or an average of $486,667.

The 78 lots at 55’ x 91’ or 5,005 s.f. are currently in escrow
to Standard Pacific Corp. They plan to build detached homes
in the general size range of 2,800 to 3,400 s.f., with pricing
anticipated to be from the mid $500,000’s to the low
$600,000’s. The Meyers Group indicates that the homes will be
2,800 s.£f., 3,055 s.f. and 3,250 s.f., with projected base
pricing of $515,000 to $550,000 or an average of $533,333.

As previously indicated, grading and utility installation is
currently underway, with some of the lots in a blue-top or
near finished condition. All of the lots are due to be
completed to a finished condition by November or December.
The models for one of the tracts are under construction and
due to be completed by the end of August. The other model
homes will follow soon thereafter.

VALUATION

Method of Analysis

This is the same as for Bryn Glen.
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VALUATION, Continuing

Analysis of Finished Lots

Based on the previous discussion for Bryn Glen and Torrey
Glenn, and considering the projected homes prices, the data
would generally support over $200,000 per finished lot but
well under %230,000 for the 5,000 s.f. lots, but higher for
the 5,005 s.f. lots which are 55’ wide. The pending sale of
the 5,005 s.f. lots (Sale No. 8) at $251,000 per finished lot
is at the top end for this lot size. However, considering the
relatively larger and higher-priced homes which are planned,
the finished lot ratio of 43% is supportable.

For the 7,500 s.f. lots, the sales data best supports far
lower limits at +$220,000 to $250,000 per finished lot, and a
far upper limit at +$320,000 per finished lot.

Considering a finished lot ratio of 42% to 44%, and the
average base pricing as estimated by The Meyers Group, the
following indications result: '

5,000 sf lots: $486,667 x .42-.44 $204,400 to $214,133/fin. lot

5,005 sf lots: $533,333 x .42-.44

$224,000 to $234,667/fin. lot

7,500 sf lots: $615,000 x .42-.44 = $258,300 to $270,600/fin. lot

For the 5,000 s.f. lots I have concluded on a finished lot
value of $210,000.

For the 5,005 s.f. lots, it is evident that the data and the
finished lot ratio support a range which is under the pending
sale price of $251,000 per finished lot. In part, this is due
to the buyer’s projection of higher home prices than projected
by The Meyers Group. It also likely indicates the buyer’s
desire to be in this marketplace. Since this pending sale
appears to be solid and is due to close imminently, I have
concluded on a value at close to the sale price, but rounded
down to $250,000 per finished lot.

For the 7,500 s.f. lots, there is the bonus of the model homes
which are under construction, and minimal work thus far
completed on the other 23 homes. I have concluded on a
finished lot value of $265,000.

Conclusion of Value, As Is Condition

Information provided by Greystone Homes is that the estimated
costs and fees to get from the as is condition to finished
lots is a total of $13,000,000. This does not include the
cost allocation to Camino Ruiz which is to be funded through
the bond issuance.

Thus, the resulting as is value indication is as follows:
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VALUATION, Continuing

As If Finished:
90 lots (5,000 gf) @ $210,000/1lot
78 lots (5,005 sf) @ $250,000/1lot
67 lots (7,500 =£f) @ $265,000/1lot

$18,900,000
$19%,500,000

17,755,000
$56,155,000

Less Costs/Fees to Achieve Finished Condition: -13,000,000
Value Indication, As Is Condition: $43,155,000

Thus, as the result of this analysis, the following conclusion

of market value has been arrived at, subject to the

Assumptions and Limiting Conditions, and as of July 1, 2001:
$43,150,000

(FORTY-THREE MILLION ONE HUNDRED FIFTY THOUSAND DOLLARS)
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MONTELLANO - WESTERN PACIFIC HOUSING
PROPERTY DATA
Location
This property is located on the south side of future Street
"An, 4700’ west of Street "B", and just over % mile westerly

of future Camino Ruiz.

Surroundings

The open space area of Deer Canyon wraps around the west and
south sides of this tract. Adjacent to the east 1is the
planned tract of Cabrera, which is discussed next. Across
Street "A" is a planned tract of homes by McMillin.

Record Owner/Ownership History

The record owner is Western Pacific Housing-Montellano, LLC.
They acquired this property in late 1999 and early 2000 as
part of a larger land purchase which includes the adjacent
Cabrera project and commercial land east of that. The total
purchase price was $22,000,000. The l6-acre commercial parcel
was subsequently sold in March 2000 at $3,000,000, and will be
delivered as a sheet graded pad, with perimeter streets and
utilities completed.

Legal Description

The land is currently described as Parcel 1 of Parcel Map No.
18411, in the City of San Diego. The buildable land
comprising the 112 single family lots is also referred to as
Lots 133 through 244 of Tentative Map No. 98-0292 (Torrey
Santa Fe Unit 4).

Assessment Data

The subject property comprises Assessor Parcel No. 306-051-11.
This is a new parcel number and there is no indicated assessed
value. The tax rate area is 08-190. It is projected that the
overall tax rate for the homes to be built in this CFD will be
between 1.75% and 1.80%, including the special taxes for the
special tax bonds to be issued.

Land Area/Lot Sizes

The overall site contains 56.46 gross acres, of which 25
acres are the net developable area including in-tract streets
and +31 acres is open space.

The 112 single-family lots will be a minimum size of 5,000
s.f., or an average size of 5,850 s.f.
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PROPERTY DATA, Continuing

Physical Condition

The land is currently about 80% graded, with all of the storm
drain installed and 25% of the sewer installed.

Streets and Access

Street "A" will extend westerly from future Camino Ruiz, at a
point just south of future S.R. 56, and along the north side
of the subject tract. It will terminate in a cul-de-sac at a
point just east of the west end of the subject tract, and will
provide two direct access points to the subject tract. Then,
there will be various in-tract streets with five cul-de-sacs
to provide access to the subject lots.

DOtilities

This is the same as for Bryn Glen, except that cable will be
provided by Southwestern Cable.

Land Use Approvals

The subject property has general entitlement or approval for
residential development by the Low Density designation as part
of Torrey Highlands Subarea IV. 1In addition, there is the
approved Tentative Tract Map for the 112 single-family lots,
with final approval and recordation expected in July 2001.

Topography

Upon completion of the grading, the lots in the tract will be
terraced down slightly to the south, approximately at grade of
Street "A" and the residential projects to the north and east.
To the west and south of the lots the land will slope down
into the open space area.

Drainage/Flood Hazard, Soil/Geologic Conditions, Environmental
Conditions, Title Report, Highest and Best Use

This is all the same as for Bryn Glen.

Proposed Development/Timing

The 112 lots are planned to be developed with a tract of
detached homes called Montellano, with three floor plans of
2,849 s.f., 3,246 s.f. and 3,693 s.f. Per the study by The
Meyers Group, the pricing is projected to be from $510,000 to
$570,000, or an average of $538,333. ,

As previously indicated, grading and utility installation is
currently underway. Model homes are projected to be completed
and opened by March 2002, with the first closed sales/move-ins
to be in June 2002 and sell-out by March 2003.
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VALUATION

Method of Analysis

This is the same as for Bryn Glen.

Analysis of Finished Lots

Based on the previous analyses, and considering the projected
price of homes on these lots, the supportable range for these
5,000 s.f. lots is well over $200,000 per finished lot but
under $250,000. Considering the finished lot ratio of 42-44%,
and the average base price of $538,333 as estimated by The
Meyers Group, the following range results:

$538,333 x .42-.44 = $226,100 to $236,867/fin. lot

I have concluded on a finished lot value of $232,000.

Conclusion of Value, As Is Condition

Information provided by Western Pacific Housing is that the
estimated costs and fees to get from the as is partially
graded condition to finished lots is a total of $92,000 per
lot or $10,304,000 for 112 1lots. Similar to previous
analyses, a deduction is made for the amount by which the bond
issuance will reduce the FBA fees. This was indicated to be
$24,739.53 per unit for this project, or a total of $2,770,827
for the 112 lots.

Thus, the total net deduction for costs and fees to get from
as is condition to finished lots is $7,533,173.

This results in the following:

As If Finished: 112 lots @ $232,000/lot = $25,984,000
Less Costs/Fees to Achieve Finished Condition: - 7,533,173
Value Indication, As Is Condition: - $18,450,827

Thus, as the result of this analysis, the following conclusion

of market value has been arrived at, subject to the

Assumptions and Limiting Conditions, and as of July 1, 2001:
$18,450,000

(EIGHTEEN MILLION FOUR HUNDRED FIFTY THOUSAND DOLLARS)
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CABRERA - WESTERN PACIFIC HOUSING
PROPERTY DATA
Location

This property is located on the south side of future Street
"AW, opposite Street "B", and 1% mile westerly of future
Camino Ruiz.

Surroundings

Adjacent to the west is the Montellano tract, adjacent to the
south is the open space area of Deer Canyon, and adjacent to
the east will be the l6-acre commercial development by Kilroy.
Across Street "A" to the northwest is a planned tract of homes
by McMillin and to the northeast is a planned tract of homes
by D.R. Horton. :

Record Owner/Ownership History

The record owner is Western Pacific Housing-Cabrera, LLC. The
ownership history was discussed for the Montellano project.

Legal Description

The land is currently described as Parcel 2 of Parcel Map No.
18411, in the City of San Diego. The buildable 1land
comprising the 123 single family lots is also referred to as
Lots 110 through 132 of Tentative Map No. 98-0292 (Torrey
Santa Fe Unit 3).

Assessment Data

The subject property comprises Assessor Parcel No. 306-051-12.
This is a new parcel number and there is no indicated assessed
value. The tax rate area is 08-190. It is projected that the
overall tax rate for the homes to be built in this CFD will be
between 1.75% and 1.80%, including the special taxes for the
special tax bonds to be issued.

Land Area/Lot Sizes

The overall site contains 45.89 gross acres, of which 30
acres are the net developable area including in-tract streets
and +16 acres is open space.

The 123 single-family lots will be a minimum size of +4,000
s.f., or an average size of 4,545 s.f.

Physical Condition

The mass grading of the land has been completed, with all of
the storm drain installed and 25% of the sewer installed.
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PROPERTY DATA, Continuing

Streets and Access

Street "A" will extend across the north side of this tract,
and provide two direct access points. Then, there will be
various in-tract streets with three cul-de-sacs to provide
access to the subject lots.

Otilities
This is the same as for Montellano.

Land Use Approvals

The subject property has general entitlement or approval for
residential development by the Low Medium Density designation
as part of Torrey Highlands Subarea IV. In addition, there is
the approved Tentative Tract Map for the 123 single-family
lots. It was expected that the final tract map will record
some time in July 2001.

Topography
This is the same as for Montellano.

Drainage/Flood Hazard, Soil/Geologic Conditions, Environmental
Conditions, Title Report, Highest and Best Use

This is all the same as for Bryn Glen.

Proposed Development/Timing

The 123 lots are planned to be developed with a tract of
detached homes called Cabrera with three floor plans of 2,326
s.f., 2,539 s.f. and 2,626 s.f. Per the study by The Meyers
Group, the pricing is projected to be from $445,000 to
$470,000, or an average of $459,167.

As previously indicated, mass grading is complete and utility
installation is currently underway. Model homes are projected
to be completed and opened by December 2001, with the first
closed sales/move-ins to be in March 2002 and sell-out by
December 2003.

VALUATION

Method of Analysis

This is the same as for Bryn Glen.

Analyvsis of Finished Lots

Based on the previous analyses, and considering the projected
price of homes on these lots, the supportable range for these
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VALUATION, Continuing

4,000 s.f. lots is well over $170,000 per finished lot but
under $208,000. Considering the finished lot ratio of 42-44%,
and the average base price of $459,167 as estimated by The
Meyers Group, the following range results:

$459,167 x .42-.44 = $192,850 to $202,033/fin. lot
I have concluded on a finished lot value of $198,000.

Conclusion of Value, As Is Condition

Information provided by Western Pacific Housing is that the
estimated costs and fees to get from the as is partially
graded condition to finished lots is a total of $92,000 per
lot or $11,316,000 for 123 lots. The reduction of the FBA
fees due to the CFD credit from the bond issuance is
$18,054.45 per unit for this project, or a total of $2,220,697
for the 123 lots.

Thus, the total amount of land development costs and fees to
get from as is condition to finished lots is $9,095,303.

This results in the following:

As If Finished: 123 lots @ $198,000/lot = $24,354,000
Less Costs/Fees to Achieve Finished Condition: - 9,095,303
Value Indication, As Is Condition: $15,258,697

Thus, as the result of this analysis, the following conclusion

of market value has been arrived at, subject to the

Assumptions and Limiting Conditions, and as of July 1, 2001:
$15,250,000

(FIFTEEN MILLION TWO HUNDRED FIFTY 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.

PROFESSIONATL. 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. AG013311l; wvalid through September 22, 2000.

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 Boards of Orange and Los Angeles Counties.

TYPES OF PROPERTY APPRATISED

Residential: vacant lots, acreage and subdivisions; single family
regsidences, condominiums, townhomes and apartment ccmplexes.
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QUALIFICATIONS, PAGE 2
Commercial: vacant lots/acreage; office buildings, retail stores, shopping
centers, restaurants, hotels and motels.
Industrial:

R&D buildings,

vacant lots and acreage; warehouses, manufacturing buildings,
industrial parks, mini-warehouses.

Special Purpose: mobilehome parks, churches, automcbile agencies, medical

buildings,
leasehold interests.

CLIENT LIST

Corporations:

Aera Energy

British Pacific Properties
BSI Consultants

Crown Central Petroleum
Eastman Kodak Company
Firestone Building Materials
Foodmaker Realty Corp.
Greyhound Lines

Holiday Rambler Corp.
International Baking Co.
Johnson Controls
Kampgrounds of America

La Habra Products, Inc.

Developers:

Brighton Homes

Citation Builders
Davison-Ferguson Investment Devel.
D.T. Smith Homes

Irvine Company

Kathryn Thompson Developers

Mark Taylor, Inc.

Law Firms:

Baldikoski, Klotz & Dragonette
Best, Best & Krieger
Bowie, Arneson, Kadi,
Bradshaw, John

Bye, Hatcher & Piggott
Callahan, McCune & Willis
Cooksey, Coleman & Howard
Hamilton & Samuels

Horgan, Rosen, Beckham & Coren
Kent, John

Kirkland & Ellis

Lathan & Watkins

McKee, Charles C.

Mosich, Nicholas J.

Lewin, Robert S.

Wiles & Giannone

Financial Institutions:

Barclays Bank
Chino Valley Bank
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convalescent hospitals,

“Oliver,

easements, leased fee and

MCP Foods

Merrill Lynch Relocation
Orangeland RV Park.
Pacific Scientific

Penhall International

Pic ’'N Save Stores
Sargent-Fletcher Co.
Shell-Western E&P

Southern Distributors Corp.
Southern California Edison
The Home Depot

Tooley and Company
Wastewater Disposal Co.

Migsion Viejo Co.

Premier Homes

Presley Homes

Rockefeller & Associates
Taylor Woodrow Homes
Unocal Land & Development

David M.

Guthner, Knox & Elliott

Barr & Vose

Ollestad, Freedman & Taylor

Palmieri, Tyler, Wiener, Wilhelm &
Waldron

Paul, Hastings, Jonofsky & Walker

Piggott, George B.

Pothier, Rose

Rosenthal & Zimmerman

Rutan & Tucker

Sikora & Price, Inc.

Smith & Politiski

Long,
Nosgaman,

~Williams, Gerold G.
Woodruff, Spradlin & Smart
Yates, Sealy M.

San Clemente Savings & Loan
United Calif. Savings Bank



QUALIFICATIONS, PAGE 3

Continental Bank

First Interstate Mortgage
Security Pacific Bank
Washington Square Capital

Cities:

City of Anaheim

City of Baldwin Park
City of Buena Park
City of Cypress

City of Duarte

City of La Habra

City of Laguna Beach
City of Mission Viejo

Counties:
County of Orange

Other Govermmental:

National Credit Union Admin
First Wisconsin Bank
Ahmanson Trust Company
Sunwest Bank

City of Orange

City of Placentia

City of Riverside

City of Santa Ana

City of Santa Fe Springs
City of Stanton

City of Tustin

City of Yorba Linda

County of Riverside

Agua Mansa Industrial Growth Association

El Toro Water District

Federal Deposit Insurance Corporation (FDIC)
Kern County Employees Retirement Association
Metropolitan Water District of So. Calif.

Orange County Water District
Trabuco Canyon Water District
U.S. Postal Service

School Districts:

Anaheim Union High School Dist.
Banning Unified School Dist.
Capistranoc Unifjed School Dist.
Castaic Union School Dist.

Cypress School Dist.

Etiwanda School Dist.

Fullerton School Dist.

Garden Grove Unified School Dist.
Irvine Unified School Dist.

Lake Elsinore Unified School Dist.
Moreno Valley Unified School Dist.

Churches:

Calvary Church, Santa Ana
Central Baptist Church, Pomona

Newhall School Dist.

Newport-Mesa Unified School Dist.

Placentia-Yorba Linda Unified Dist.

Poway Unified School Dist.

Rialto Unified School Dist.

Saddleback Unified School Dist.

Santa Ana Unified School Dist.

South Orange County Community
College Dist.

Temple City School Dist.

Christian & Missionary Alliance Church, Santa Ana

Christian Church Foundation
Congregational Church, Fullerton

First Church of the Nazarene, Fullerton

Good Shepherd Lutheran Home

Long Beach First Church of the Nazarene

Lutheran Church, Missouri Synod
Presbytery of Los Ranchos

St. Mark’s Lutheran Church, Hacienda Heights

Vineyard Christian Fellowship
Other:

Biola University
Cedars-Sinai Medical Center

Garden Grove Boys’ Club
The Sheepfold
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Real Estate Information
and Consuiting Services

meyersJoup

July 1, 2001

Mr. Robert Ball

Assistant Superintendent, Business Support Services
POWAY UNIFIED SCHOOL DISTRICT

13626 Twin Peaks Road

Poway, California 92064-3098

Subject: Market Anpalysis and Absorption Projection for CFD No. 10 (Torrey
Highlands, Improvement Areas A & B) in the City of San Dlego, San Diego
County, California

Dear Mr. Ball:

Pursuant to our agreement, we have completed our analysis relative to the above subject. Our
primary objective was to conduct a market-driven absorption analysis assessing current and
future supply and demand conditions in the new detached for-sale housing market and develop a
residential build-out projection for Improvement Areas A and B of CFD No. 10 (Torrey
Highlands).

This summary presents the key conclusions reached with respect to product positioning in the
San Diego County and North County competitive market and buildout projections. The
Absorption Analysis report for CFD No. 10 (Torrey Highlands, Improvement Areas A and B)
was completed in June 2001 and is available for those seeking greater detail.

A, Regional Overview

Success in the development and sale of the remaining residential units within CFD No. 10 will be
correlated with the strength of national, regional and local economic conditions during the sales
period. Economic conditions in San Diego County now support the development of all types of
residential housing in appropriate locations and the regional economy is expected to remain
strong in the near to medium term.

The peak period of product availability within CFD No. 10 will be in the next two years, and a
review of key market indicators indicates that while there is increasing evidence that economic
growth in the nation overall is moderating, growth expectations for San Diego County remain
quite good. The economy has experienced some slowing coming into 2001, but aggressive
interest rates cuts by the Federal Reserve have helped to stabilize the economy and leading
economic indicators have trended upwards for the past few months (the worst may be over).
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Despite the fear of a decreasing economy, the national housing market has remained stable and
the San Diego County housing market remains healthy given the relative undersupply of new
housing in the context of continued job growth. Consumer insecurity in the latter part of 2000
has been eased somewhat by the aggressive interest rate cuts by the Federal Reserve and
consumers are still buying homes. In 2001 alone, mortgage interest rates have been cut by two
percentage points. Sales volumes in the first part of 2001 are healthy at housing projects in the
North County area and in the areas around CFD No. 10, although the market is not as accelerated
as it was a year or two ago.

San Diego’s economy is still performing well. Job growth has slowed in recent months, but
year-to-year growth remains at a level above the national average. The unemployment rate in the
nation is beginning to increase, but the unemployment rate in San Diego is still near a record
low. The unemployment rate in the San Diego region was 2.7% in the first quarter of 2001,
compared to 4.2% for Southern California and 4.1% for the nation in the same time period.

While recent performance remains good, the near-term outlook foretells a more moderate pace of
growth through the rest of the year. The primary factor driving a slowdown is diminished
investor confidence in e-commerce and dot com firms in the region (as in the overall nation).
While there are few high-profile instances of failures, venture funding is slowing and there have
been staff reductions. The slowdown will also temper the expansion of service industries for the
technology sector. On the plus side, the region may benefit from a shift in venture funding from
e-commerce to biotech and other leading industries. The San Diego region has the highest
concentration of biotech industries in Southern California.

As San Diego County ends its first full year of the energy crisis, periodic rolling blackouts and
higher energy bills predicted for the summer could have a negative impact on the local economy.
Efforts to promote conservation and ensure enough supply for the summer months are
underway, but long-term resolution will depend on the development of more energy sources,
improved conservation and securing alternate supplies when needed. The utility crisis is
impacting the regional economy, although it is still growing. For consumers, the impacts are
psychological and financial. If bills go up, it could impact the ability of buyers to qualify or
trade-up. On the plus side, new homes could benefit because they are more energy efficient.
Builders are starting marketing campaigns around this.

858 792-8276
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Near-term risks for San Diego are substantial due to the downturn in business investment and the
uncertainty of power supplies. Longer term, however, the area’s considerable advantage in
biotech, military services, tourism and export trade will bring the local economy forward.
Despite high costs for housing and business, the San Diego region can still attract firms from
more expensive locations within the state such as the Bay Area. The long-term outlook for the
regional economy remains above average.

San Diego’s housing market continues to show strength in a slowing national economy. Annual
sales have trended upwards in 2001 and supply, particularly in the under $400,000 price
categories, still sells well. Low housing affordability is a concemn, but recent mortgage rate
declines will help San Diego County buyers.

Residential growth in the county will continue to increase in both the southern and eastern areas
of the county where there is more available land. County new home sales will continue to this
shift, as land in the western region of the county is becoming increasing less available. In the
next few years, look for the bulk of the activity in the northem region to occur in a few master
plans (San Elijo Hills, Torrey Highlands, 4S Ranch).

B. Market Positioning of the Residential Products in Areas A and B

The North City Future Urbanizing Area (NCFUA) is a 12,000-acre undeveloped swath of the
county stretching from the Interstate 5 freeway and Carmel Valley to the Rancho Penasquitos
and Rancho Bernardo communities in the Interstate 15 corridor. The framework plan for the
NCFUA established five subareas for which phased development plans were to be prepared as
the areas began development. A portion of SubArea IV, known as Torrey Highlands, is the
subject of this analysis. The subareas all contain environmentally sensitive areas, open space and
some have views of the Pacific Ocean to the west. SubArea IV is located in the southeast area of
the NCFUA, bordering the largely built-out Rancho Penasquitos neighborhood of the City of San
Diego. Development of the area is now underway.

The neighborhoods that are initially subject to CFD No. 10 within Torrey Highlands are in
Improvement Areas A and B. The neighborhoods total 601 residential units, all detached for-

sale.
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Area A includes 366 units in four distinct neighborhoods. Lot sizes range from 4,000 to 6,000
square feet. Anticipated pricing ranges from the high $300,000s to about $600,000. Residential
builders in Area A include Western Pacific Housing and D.R. Horton (both have other active
projects in the immediate area). All four neighborhoods will start marketing in the next six

months.

Area B consists of 235 detached for-sale units on 5,000 to 7,000 square foot lots. Greystone
Homes initially owned all three neighborhoods, but recently sold 78 lots to Standard Pacific
Homes. The anticipated pricing of homes in these neighborhoods ranges from the mid
$400,000s to the mid $600,000s. These three neighborhoods will start marketing in the next six
months.

The development plan for Areas A and B is consistent with the housing currently developed in
the Carmel Valley area to the west and with housing projects in the immediate area and in the
nearby Central I-15 Corridor area (Scripps Ranch, 4-S Ranch, etc.). The residential market is
well-established in areas to the east and west of the subject area and Torrey Highlands is the next
large parcel of land available for housing development relatively close-in to Central San Diego
employment. The Highway 56 freeway is now being added to connect the 15 and 5 Freeways
and areas to the north and south are opening up for development. The initial performance of
active projects in the Torrey Highlands area indicates that homebuyers are willing to pay
premium prices for new housing in the area given good schools, proximity to the affluent Rancho
Santa Fe area to the north and an orientation to the coastal Carmel Valley area to the west.

The market positioning of the products in Improvement Areas A and B versus residential projects
in the competitive market areas around them was analyzed. Using current home price levels, the
planned products were positioned among new home developments in the local housing market.
Generally, it is our conclusion that the planned projects were either positioned in-line with the
projects currently selling or alternate conclusions were derived based on project specifics and
current market conditions. The subject units are positioned against new homes in each of these

areas as follows:

> Carmel Valley/Sorento Hills: This area is located west of the Torrey Highlands area, just
off the Interstate 5 freeway and due east of Del Mar and the 5/805 Freeway merge. With a
more coastal location, homes in the Carmel Valley area are primarily positioned significantly
above the planned units in Torrey Highlands (Improvement Areas A and B). Homes are

858 792-8276
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comparable in size, lot size and overall construction quality. This area has a coastal location
and quality schools. From the resale perspective, the subject homes will be positioned
typically $100,000 to $150,000 (on average) below the linear regression line for Carmel
Valley resales (zip code 92130).

> Future Urbanizing Area (including SubArea IV projects not in Areas A and B): The
Future Urbanizing Area will eventually have a variety of housing options in five subareas.
Many of the new home developments that are now active are high-end (Fairbanks Highlands,
Santa Fe Valley), but some housing priced similar to Torrey Highlands products is active and
additional higher-density residential housing of the types consistent with Torrey Highlands
and built-out areas (Rancho Penasquitos, Carmel Valley) will come on-line in SubArea III to
the immediate west of Torrey Highlands (Pacific Highlands Ranch). The trendline for the
Future Urbanizing Area is typically $30,000 to $100,000 above the Torrey Highlands
product, but as the area continues to develop, look for more homes in the $400,000 to
$500,000 range and a lower linear regression trendline for the area. The recommended
pricing is in-line with actual prices being achieved for active projects in SubArea IV itself,
such as Barcelone, Villamontes, Palma Real and Terrazo. Resales in the Rancho Penasquitos
area to the east and west of SubArea IV (Zip Code 92129) are generally positioned slightly
below the new products at Torrey Highlands, but most are older, smaller homes that were
developed before the area had access to the coastal area.

& Central I-15 Corridor: The most competitively priced homes can be found along the I-15
corridor, more specifically, in the Scripps Ranch master plan. The subject products are
generally positioned with projects in Scripps Ranch and Poway, and above products in 45
Ranch, which is located further north along Interstate 15 (further from employment in Central
San Diego county). The projected housing is generally priced comparatively with new
development in the Scripps Ranch area, but that community is largely built-out and
remaining housing is elevated with dramatic views of the coastal area to the west.

HThe projected base pricing for Torrey Highlands products in Areas A and B currently ranges
from the high $300,000’s to the mid $600,000’s. These are base prices and do not include
location premiums, options and upgrades. In actuality, with the addition of premiums and
upgrades, homes will generally sell in the $400,000s to the $700,000s.

Soien Feacr Taviormg 21078
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Positioning

Following is a positioning analysis comparing all active projects in the Torrey Highlands area
with active competitive projects. Projects were broken down into three categories by lot size as

follows:

4,000 Square Foot Lots:

There are two projects in Torrey Highlands that fall into this category, Bryn Glen (D.R. Horton)
and Cabrera (Western Pacific Housing). The projects are positioned slightly below the trendline
for competitive I-15 Corridor projects, and competitively with some active projects in the Carmel
Valley area. This is a good price point with strong demand potential. Projected pricing is in the
high $300,000s to mid $400,000s, entry-level housing for this area. Active projects are selling
well and many are close to selling out.

5,000 Square Foot Lots:

Three neighborhoods fall into this category. One by Greystone (Montea), another by Standard
Pacific (no marketing name), and Montellano by Western Pacific Housing. These projects are
generally positioned in-line, but slightly more expensive than most of the competitive projects
along the I-15 Corridor. There are a few projects currently active in the Carmel Valley area that
are competitive, but most are positioned above these neighborhoods. Within the Future
Urbanizing Area, most active projects are also positioned higher, but are located further north
and west towards Carmel Valley. These neighborhoods are located further south in SubArea IV
and will feature open space and canyon views for some lots.

6,000+ Square Foot Lots:

There are two projects in Torrey Highlands that fall into this grouping, one project by Greystone
Homes (Valonia); the other is called Torrey Glenn by Western Pacific Housing. Torrey Glenn
has the smaller lots of the two and is positioned slightly above the planned 5,000 square foot
product and the I-15 Corridor trendline. The Valonia project is built on the larger 7,200 square
foot lots and is positioned $20,000 to $50,000 higher than I-15 Corridor homes, and
competitively with a few projects in the Future Urbanizing Area and Carmel Valley area, but
generally $80,000 to $150,000 below the trendline for similarly sized units in both of those areas.

Sorang bral
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Active New Home Market Conclusions

In the past years, the primary residential growth in this area has occurred in the Carmel Valley,
Sorrento Hills and Scripps Ranch areas to the east and west. Both areas are becoming built-out
and a majority of the area residential development going forward will be in the Future
Urbanizing Area, and particularly in SubArea IV (Torrey Highlands) and SubArea III (Pacific
Highlands Ranch, by Pardee Construction). There are a few new master plans in the area that
have a significant amount of land remaining for development, but many offer a golf-course or
low-density land plan (oriented to Rancho Santa Fe) and will feature luxury housing. In the next
two to three years, the most competition will come from higher-priced projects to the west
(Carmel Valley and Pacific Highlands Ranch as it starts to come online in 2003+), from projects
in the immediate subject area and from 4S Ranch near Rancho Bernardo, which offers a location
further to the north away from central San Diego County employment.

C. Absorption Projection for the CFD No. 10 Residential Products

A detailed buildout schedule was developed for the CFD No. 10 development plan. The detailed
buildout schedule is shown in Exhibits 1-2 through I-5. None of the Area A and B neighborhoods
are active at this point, but several are starting marketing efforts and all of them will start selling

in the next six months.

Absorption estimates are based on the performance of active projects. Most of the active projects
reviewed are selling fairly well, but 2001 project sales rates have declined due to a combination
of factors, including: higher overall sales prices, an increased number of competing projects and
overall uncertainty in the direction of the economy. Homes are still selling, but not as fast as
they were a few years ago. In the active market around Torrey Highlands, overall project sales
rates average 5.87 units per month, but 2001 sales average 4.57 sales per month (still a relatively
healthy 1.0 sale per week). Projects in the immediate Torrey Highlands area have 2001 sales
rates ranging from 1.25 to 9.50 sales per week, with Barcelona (Greystone) being the fastest
selling project in the area. 2001 sales rates in Carmel Valley average 2.2 sales per month, in
Scripps Ranch average from 4.0 to 7.0 units per month and in Ranch Bernardo average 5.0 to
12.0 units per month. Per project sales of 4.0 to 7.0 units per month were used for the various
projects in Areas A and B of Torrey Highlands. Conservative sales rates are appropriate given

858 792-827¢
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the more competitive nature of the market in the second half of 2001 as a number of projects in
the Torrey Highlands area open up.

Given the proposed product and pricing parameters, it is our conclusion that for-sale residential
units within CFD No. 10 (Areas A & B) should be fully absorbed by the Fourth Quarter of 2003.
With the exception of Bryn Glen (Area A) which is scheduled to open in early 2002, all of the
other neighborhoods in Areas A and B will begin marketing homes by the end of 2001. As
outlined in Exhibit I-1, 74 units will be absorbed in 2001 (if current schedules are maintained),
nearly 400 units will be sold in 2002 and the area will complete sales in 2003.

This sales projection assumes that Area A and B builders will maximize the market potential to
bring residential product into a relatively healthy new home market by adhering to the following:

e strict product segmentation, allowing differentiation within and among projects;
e appropriate pricing with other competitive products given locational pluses and minuses; and,

e asmooth schedule of approvals processing, home construction and infrastructure completion.
Local roads will need to be completed to provide access to certain neighborhoods.

Going forward, demand is projected to range from 5,500 to 6,000 detached units per year in the
North San Diego County competitive market, however these demand figures are for a wide area
that achieved sales 6,022 units in 2000. The land supply is relatively constrained in North San
Diego County. Areas like Scripps Ranch, Rancho Bemnardo, Carmel Valley, Sorrento Hills and
Carlsbad area projects (Aviara, La Costa Valley) that have supplied the bulk of new housing in
recent years are nearing buildout. In some cases, new supply is entering the market, such as 4-S
Ranch, San Elijo Hills and Torrey Highlands, but such housing is generally either further from
employment centers or is at higher price points. Going forward, the supply of new housing,
particularly at relatively affordable price points or in areas close-in to the employment
concentration in the central areas of the county will be lower than in the past few decades.

Projected sales for Areas A and B of Torrey Highlands average 200 units per year, or up to about
7% of total projected demand in the North County, and no more than 5% of county demand in
the peak sales year (2002). Peak sales of up to 389 sales per year appear reasonable for an array
of up to seven well-segmented residential products concurrently selling. On average, this
assumes 1.0 sales per week for each product line. Scripps Ranch Villages sold 500 to 650 units

858 792-8276
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per year from 1996 to 1999 when the residential product array was at its peak (200 sales in 2000)
and Carmel Valley sales have ranged from 250 to 600 sales per year in the past five years.

Going back a few years to a time when Rancho Penasquitos had a number of new housing
projects, sales in that community ranged from 450 to 700 units per year for much of the period
from 1988 to 1994, or 6% to 8% of county new home sales. While most of the housing being
planned today is higher priced than was generally developed in the built-out neighborhoods to
the south of Torrey Highlands (it does target similar move-up and professional households, but at
higher current price points), these sales figures demonstrate that housing in the general Torrey
Highlands area has sold well when available and that projected sales of up to 400 units per year
when the maximum product spectrum is available is reachable.

The proposed products are well segmented and there will generally be no more than two projects
in any one lot category selling at a time. Unit sizes and prices overlap somewhat, but actual
differences in location, timing, included features and developer will minimize direct competition.
The developers for Areas A and B are all experienced builders that have developed homes in the
area. Most of them will control more than one product line and will minimize direct

competition.

The recommended buildout schedule is in-line with market characteristics and achievable given
the locational advantages offered by Torrey Highlands and projected continued good conditions
in the regional housing market in the next two to three years.
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This assignment was directed by Peter F. Dennehy, Managing Director. It has been a pleasure
working with the Financing Team on this assignment. We are available to answer any questions
you may have regarding the conclusions in this report.

Very truly yours,

THE MEYERS GROUP

858 792-827¢

W Meyersgreun.com
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