
NEW ISSUE NOT RATED 

In the opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport Beach, California, Bond Counsel ("Bond Counsel"), under 

existing statutes, regulations, mlings and judicial decisions, and assuming the accuracy of certain representations and compliance with certain covenants 

and requirements described herein, interest (and original issue discount) on the Bonds is excluded from gross income for federal income tax purposes and 

is not an item of tax preference for purposes of calculating the federal alternative minimum tax imposed on individuals and corporations. In the further 

opinion of Bond Counsel, interest (and original issue discount) on the Bonds is exempt from State of California personal income tax. See "LEGAL 

MATTERS- TAX OPINION AND CERTAIN MATTERS" herein with respect to other tax consequences with respect to the Bonds. 

Dated: Date of Delivery 

$11,785,000 
COMMUNITY FACILITIES DISTRICT NO. 2004-1 

OF THE SANTA ANA UNIFIED SCHOOL DISTRICT 
(CENTRAL PARK PROJECT) 
2005 SPECIAL TAX BONDS 

Due: September 1, as shown below 

The 2005 Special Tax Bonds (the "2005 Bonds") are being issued under the Mello-Roos Community Facilities Act of 1982 (the "Act") and a Bond 

Indenture, dated as of August 1, 2005, by and between the Community Facilities District No. 2004-1 of the Santa Ana Unified School District (Central Park 

Project) (the "Community Facilities District") and The Bank of New York Trust Company, N.A., as fiscal agent (the "Fiscal Agent"). The 2005 Bonds are 

payable from proceeds of Special Taxes (as defined herein) levied on property within the Community Facilities District according to the First Amended Rate 

and Method of Apportionment of Special Tax approved by the qualified electors within the Community Facilities District and by the Board of Education (the 
"Board") of the Santa Ana Unified School District (the "School District"), acting as the Legislative Body of the Community Facilities District. 

The 2005 Bonds are being issued (i) to finance, either directly or indirectly, the acquisition and construction of certain school facilities, water and sewer 

facilities and fire suppression and protection facilities (collectively, the "Facilities") of benefit to the Community Facilities District, (ii) to fund a Reserve 

Account for the 2005 Bonds, (iii) to fund capitalized interest for a period of 24 months from the date of issuance of the 2005 Bonds, (iv) to pay certain 

administrative expenses of the Community Facilities District and (v) to pay the costs of issuing the 2005 Bonds. See "ESTIMATED SOURCES AND USES 
OF FUNDS" and "FACILITIES TO BE FINANCED WITH PROCEEDS OF TIIB 2005 BONDS" herein. 

Interest on the 2005 Bonds is payable on March 1, 2006, and semiannually thereafter on each March 1 and September 1. The 2005 Bonds will be issued 

in denominations of $5,000 or integral multiples thereof. The 2005 Bonds, when delivered, will be initially 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 2005 Bonds as described herein 
under "TIIE 2005 BONDS - Book-Entry and DTC." 

The 2005 Bonds are subject to optional redemption, mandatory redemption from prepayment of Special Taxes and mandatory sinking fund redemption 

as described herein. 

THE 2005 BONDS, THE INTEREST THEREON, AND ANY PREMIUMS PAYABLE ON THE REDEMPTION OF ANY OF THE 2005 
BONDS, ARE NOT AN INDEBTEDNESS OF THE SCHOOL DISTRICT, THE STATE OF CALIFORNIA (THE "STATE") OR ANY OF ITS 
POLmCAL SUBDIVISIONS, AND NEITHER THE SCHOOL DISTRICT, THE COMMUNITY FACILITIES DISTRICT (EXCEPT TO THE 
LIMITED EXTENT DESCRIBED HEREIN), THE STATE NOR ANY OF ITS POLmCAL SUBDIVISIONS IS LIABLE FOR THE 2005 
BONDS. NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE SCHOOL DISTRICT, THE COMMUNITY 
FACILITIES DISTRICT (EXCEPT TO THE LThUTED EXTENT DESCRIBED HEREIN) OR THE STATE OR ANY POLmCAL 
SUBDIVISION THEREOF IS PLEDGED TO THE PAYMENT OF THE 2005 BONDS. OTHER TIIAN THE SPECIAL TAXES WITHIN THE 
COMMUNITY FACILITIES DISTRICT, NO TAXES ARE PLEDGED TO THE PAYMENT OF THE 2005 BONDS. THE 2005 BONDS ARE 
NOT A GENERAL OBLIGATION OF THE COMMUNITY FACILITIES DISTRICT, BUT ARE LThUTED OBLIGATIONS OF THE 
COMMUNITY FACILITIES DISTRICT PAYABLE SOLELY FROM THE SPECIAL TAXES LEVIED IN THE COMMUNITY FACILITIES 
DISTRICT AS MORE FULLY DESCRIBED HEREIN. 

This cover page contains certain information for quick reference only. It is not a summary of the issue. Potential investors must read the entire 
Official Statement to obtain information essential to the making of an informed investment decision. Investment in the 2005 Bonds involves risks which 
may not be appropriate for some investors. See "BONDOWNERS 'RISKS" herein for a discussion of special risk factors that should be considered in 
evaluating the investment quality of the 2()()5 Bonds. 

The 2005 Bonds are offered when, as and if issued and accepted by the Underwriter, subject to approval as to their legality by Stradling Yocca Carlson 

& Rauth, Newport Beach, California, Bond Counsel, and subject to certain other conditions. Certain legal matters will be passed on for the School District 

and the Community Facilities District by Atkinson, Andelson, Loya, Ruud & Romo, Riverside, California, and for the Community Facilities District by 

McFarlin & Anderson LLP, Lake Forest, California, Disclosure Counsel. It is anticipated that the 2005 Bonds, in book-entry fonn, will be available for 

delivery through the services ofDTC on or about September 14, 2005. 

STONE & YOUNGBERG LLC 
Dated: September 2, 2005 



Maturity 
September 1 

2008 
2009 
2010 
2011 
2012 
2013 
2014 

Principal Interest 
Amount Rate 

$55,000 3.30% 
70,000 3.60 
85,000 3.75 

100,000 3.90 
120,000 4.10 
135,000 4.20 
155,000 4.35 

MATURITY SCHEDULE 

$11,785,000 

COMMUNITY FACILITIES DISTRICT NO. 2004-1 

OF THE SANTA ANA UNIFIED SCHOOL DISTRICT 

(CENTRAL PARK PROJECT) 

2005 SPECIAL TAX BONDS 

$2,150,000 Serial Bonds 

Base CUSIP® No. 801166t 

CUSIP® Maturity Principal 
Price No.t September 1 Amount 

----

100% AA? 2015 $175,000 
100 ABS 2016 200,000 
100 AC3 2017 225,000 
100 AD! 2018 250,000 
100 AE9 2019 275,000 
100 AF6 2020 305,000 
100 AG4 

Interest 
Rate 

----

4.45% 
4.55 
4.65 
4.75 
4.85 
4.90 

$2,035,000 4.950% Tenn 2005 Bonds due September 1, 2025, Price 100% CUSIP® No. 801166AT6t 

$3,095,000 5.050% Tenn 2005 Bonds due September 1, 2030, Price 100% CUSIP® No. 801166AU3t 

$4,505,000 5.100% Tenn 2005 Bonds due September 1, 2035, Price 100% CUSIP® No. 801166AV1t 

CUSIP® 
Price No.t 

---- ---

100% AH2 
100 AJ8 
100 AKS 
100 AL3 
100 AM! 
100 AN9 

t CUSIP® A registered trademark of the American Bankers Association. Copyright© 1999-2005 Standard & Poor's, a Division of The McGraw-Hill Companies, 
Inc. CUSIP® data herein is provided by Standard & Poor 's CUSIP® Service Bureau. This data is not intended to create a database and does not serve in any way 
as a substitute for the CUSIP® Service Bureau. CUSIP® numbers are provided for convenience of reference only. Neither the Santa Ana Unified School District 
nor the Underwriter takes any responsibility for the accuracy of such numbers. 



SANTA ANA UNIFIED SCHOOL DISTRICT 

BOARD OF EDUCATION 

Audrey Yamagata-Naji, Ph.D., President 
Rob Richardson, Vice President 

Sal Tinajero, Clerk 
Rosemarie Avila, Member 

John Palacio, Member 

DISTRICT ADMINISTRATORS 

Al Mijares, Ph.D., Superintendent 
John Bennett, Ed.D., Deputy Superintendent 

Donald L Trigg, Associate Superintendent Business Services 
Juan Lopez, Associate Superintendent Human Resources 
Kelvin Tsunezumi, Director of Budgets Business Services 

Richard White, Assistant Superintendent, Facilities and Government Relations 

PROFESSIONAL SERVICES 

BOND COUNSEL 

Stradling Yocca Carlson & Rauth 
Newport Beach, California 

SCHOOL DISTRICT COUNSEL 

Atkinson, Andelson, Loya, Ruud & Romo 
Cerritos, California 

DISCLOSURE COUNSEL 

Mcfarlin & Anderson LLP 
Lake Forest, California 

APPRAISER 

Harris Realty Appraisal 
Newport Beach, California 

MARKET ABSORPTION CONSULTANT 

Empire Economics, Inc. 
Capistrano Beach, California 

SPECIAL TAX CONSULTANT 

David Taussig & Associates, Inc. 
Newport Beach, California 

FISCAL AGENT 

The Bank of New Yark Trust Company, N.A 
Los Angeles, California 



GENERAL INFORMATION ABOUT THE OFFICIAL STATEMENT 

Use of Official Statement. This Official Statement is submitted in connection with the offer and sale 
of the 2005 Bonds referred to herein and may not be reproduced or used, in whole or in part, for any other 
purpose. This Official Statement is not to be construed as a contract with the purchasers of the 2005 Bonds. 

Estimates and Forecasts. When used in this Official Statement and in any continuing disclosure by 
the Community Facilities District in any press release and in any oral statement made with the approval of an 
authorized officer of the Community Facilities District or any other entity described or referenced herein, the 
words or phrases "will likely result," "are expected to," "will continue," "is anticipated," "estimate," "project," 
"forecast," "expect," "intend," and similar expressions identify "forward looking statements" within the 
meaning of the Private Securities Litigation Reform Act of 1995, Section 21E of the United States Securities 
Exchange Act of 1934, as amended, and Section 27 A of the United States Securities Act of 1933, as amended. 
Such statements are subject to risks and uncertainties that could cause actual results to differ materially from 
those contemplated in such forward-looking statements. Any forecast is subject to such uncertainties. 
Inevitably, some assumptions used to develop the forecasts will not be realized and unanticipated events and 
circumstances may occur. Therefore, there are likely to be differences between forecasts and actual results and 
those differences may be material. 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, give rise to any implication that there has been no change in the affairs of the Community 
Facilities District or any other entity described or referenced herein since the date hereof. The Community 
Facilities District does not plan to issue any updates or revision to the forward-looking statements set forth in 
this Official Statement. 

Limited Offering. No dealer, broker, salesperson or other person has been authorized by the 
Community Facilities District to give any information or to make any representations in connection with the 
offer or sale of the 2005 Bonds other than those contained herein and if given or made, such other information 
or representation must not be relied upon as having been authorized by the Community Facilities District or 
the Underwriter. This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy 
nor shall there be any sale of the 2005 Bonds by a person in any jurisdiction in which it is unlawful for such 
person to make such an offer, solicitation or sale. 

Involvement of Underwriter. The Underwriter has submitted the following statement for inclusion in 
this Official Statement: The Underwriter has reviewed the information in this Official Statement in accordance 
with, and as a 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 opinions herein are subject to change without notice and 
neither delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, create 
any implication that there has been no change in the affairs of the Community Facilities District or any other 
entity described or referenced herein since the date hereof. All summaries of the documents referred to in this 
Official Statement are made subject to the provisions of such documents, respectively, and do not purport to 
be complete statements of any or all of such provisions. 

Stabilization of Prices. In connection with this offering, the Underwriter may overallot or effect 
transactions which stabilize or maintain the market price of the 2005 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 2005 Bonds to certain dealers and others at prices lower than the public 
offering prices set forth on the cover page hereof and said public offering prices may be changed from time to 
time by the Underwriter. 

THE 2005 BONDS HA VE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, 
AS AMENDED, IN RELIANCE UPON ANEXCEPTIONFROMTHE REGISTRATIONREQUIREMENTS 
CONTAINED IN SUCH ACT. THE 2005 BONDS HA VE NOT BEEN REGISTERED OR QUALIFIED 
UNDER THE SECURITIES LAWS OF ANY STATE. 
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OFFICIAL STATEMENT 

$11, 785, 000 
COMMUNITY FACILITIES DISTRICT NO. 2004-1 

OF THE SANTA ANA UNIFIED SCHOOL DISTRICT 
(CENTRAL PARK PROJECT) 
2005 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 2005 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 Conuuunity Facilities District No. 2004-1 of the Santa Ana Unified School District 
(Central Park Project) 2005 Special Tax Bonds (the "2005 Bonds" or the "Bonds"). 

The 2005 Bonds are issued pursuant to the Act (as defined below) and a Bond Indenture, dated as 
of August 1, 2005 (the "Bond Indenture"), by and between Community Facilities District No. 2004-1 of the 
Santa Ana Unified School District (Central Park Project) (the "Conuuunity Facilities District") and The Bank 
of New York Trust Company, N.A., as fiscal agent (the "Fiscal Agent"). See "THE 2005 BONDS -
Authority for Issuance" herein. The Community Facilities District may issue additional bonds payable on 
a parity with the 2005 Bonds for refunding purposes only. 

The School District 

The Santa Ana Unified School District (the "School District"), located in Orange County, California 
(the "County"), is the sixth-largest school district in California as measured by student enrolhnent. The 
School District encompasses territory in the central portion of the County and includes most of the city of 
Santa Ana, portions of the cities oflrvine, Newport Beach, Costa Mesa, Orange, and Tustin, and adjacent 
unincorporated areas of the County. The School District provides education for students in kindergarten 
through twelfth grades. The School District currently operates five comprehensive high schools (for grades 
9-12), two continuation high schools (for grades 9-12), nine intermediate schools (for grades 6-8), one 
community day intermediate school (for grades 6-8), one conuuunity day high school (for grades 9-12), one 
middle college high school, 36 elementary schools (for grades K-5), one child development center. Total 
enrollment in the 2004-05 school year was approximately 58,832 students. 

The Community Facilities District 

The Community Facilities District was formed and established by the Board of Education of the 
School District (the "Board") on September 22, 2004, pursuant to the Mello-Roos Conuuunity Facilities Act 
of 1982, as amended (Section 53311 et seq. of the California Government Code, and referred to herein as the 
"Act"), following a public hearing and a landowner election at which the qualified electors of the Conuuunity 
Facilities District, by more than a two-thirds vote, authorized the Community Facilities District to incur 
bonded indebtedness in the aggregate not-to-exceed amount of $16,000,000 and approved the levy of special 
taxes (the "Special Taxes") on certain real property located in the Conuuunity Facilities District. 

Once duly established, a conuuunity facilities district is a legally constituted govermnental 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 and compliance 
with the provisions of the Act, a conuuunity facilities district may issue bonds and may levy and collect 
special taxes to repay such bonded indebtedness and interest thereon. 



The Community Facilities District is comprised of approximately 41. 78 gross acres of contiguous 
land located at the northwest comer of Jamboree Boulevard and Michelson Drive, in the City oflrvine. The 
project is referred to as the "Central Park Project" or the "Central Park West" (hereinafter, the "Central Park 
Project"). The Community Facilities District is bounded generally on the east by Jamboree Boulevard, on 
the west by the Obsidian Street, on the south by Michelson Drive and on the north by the I-405 freeway. The 
Community Facilities District consists of approximately 30.59 net acres proposed for development of 
approximately 1,380 attached units, with a variety of low, mid and high rise attached residential units, an 
approximately 19,700 square foot retail development and an approximately 90,000 square foot office 
development. Included within the master-planned community is a proposed approximately 2.0-acre 
neighborhood park site, plus private homeowner park sites totaling approximately 1.3-acres. 

As of August 23, 2005, there is one major landowner within the Community Facilities District: 
Lennar KFPLB, LLC, a Delaware limited liability company ("Lennar KFPLB LLC"). The members of 
Lennar KFPLB, LLC are Lennar Central Park, LLC, a Delaware limited liability company ("Lennar Central 
Park, LLC") and KFPLB Michelson Jamboree LLC, a Delaware limited liability company ("KFPLB 
Michelson Jamboree LLC"). Lennar Homes of California, Inc. a California corporation ("Lennar Homes of 
California, Inc.") is the managing member of Lennar Central Park, LLC. The other member of Lennar 
Central Park, LLC is LNR Central Park, Inc. a California corporation. Except for Lot No. 8, the property is 
subject to an option agreement between Lennar KFPLB, LLC and Lennar Central Park LLC, which is 
scheduled to be exercised on or before September 16, 2005 and to close on or before September 30, 2005. 
The portion of the project which will be subject to the levy of Special Taxes is proposed to be developed by 
several different builders, including Lennar Homes of California, Inc. and possibly joint ventures which are 
proposed to be formed by Lennar Homes of California, Inc. with other entities. The lots may be owned by 
separate limited liability companies or other entities which have not yet been formed so specific ownership 
and membership is not known as of August 23, 2005. In addition, Lennar KFPLB, LLC is negotiating with 
a builder which would develop approximately 62 affordable housing units on Lot No. 8 and those units if 
developed as affordable housing units would be exempt from the levy of the Special Tax. For convenience 
of reference herein, Lennar Homes of California, Inc., and the proposed joint ventures, limited liability 
companies or other entities which may be formed to take title to the property subject to the levy of Special 
Taxes are referred to individually as a "Builder" or collectively as "Builders. See "THE COMMUNITY 
FACILITIES DISTRICT - Property Ownership and Development." 

Minimum Annual Special Tax Requirement 

Pursuant to the First Amended Rate and Method of Apportionment of Special Tax (the "First 
Amended Rate and Method"), the Board will levy the Annual Special Tax on each Assessor's Parcel of 
Residential Property and Commercial Property up to an amount equal to the Assigned Annual Special Tax 
applicable to each such Assessor's Parcel, to satisfy the Minimum Annual Special Tax Requirement. If the 
sum of the amounts collected from Residential Property and Commercial Property is insufficient to satisfy 
the Minimum Annual Special Tax Requirement, then the Board will levy proportionately an Annual Special 
Tax on each Assessor's Parcel of Undeveloped Property, up to the Assigned Annual Special Tax applicable 
to each Assessor's Parcel, to satisfy the Minimum Annual Special Tax Requirement. The Minimum Annual 
Special Tax Requirement is defmed in the First Amended Rate and Method as the amount required in any 
Fiscal Year to pay (i) the debt service or the periodic costs on all outstanding 2005 Bonds, including, but not 
limited to, credit enhancement and rebate payments on the 2005 Bonds (ii) Administrative Expenses of 
Community Facilities District No. 2004-1, (iii) the costs associated with the release of funds from an escrow 
account, (iv) any amount required to establish or replenish any reserve funds ( or account thereof) established 
in association with the 2005 Bonds, and (v) any amounts required for construction of Additional School 
Facilities, less (vi) any amount available to pay debt service or other periodic costs on the 2005 Bonds 
pursuant to the Bond Indenture. See "SECURITY FOR THE 2005 BONDS - First Amended Rate and 
Method." 

Purpose of the 2005 Bonds 

A portion of the proceeds of the 2005 Bonds will be used to finance schools and school facilities, a 
portion of the proceeds will be used to finance the costs of water and sewer facilities of the Irvine Ranch 
Water District ("IRWD") and a portion of the proceeds will be used to fmance the costs of fire suppression 
and protection facilities of the Orange County Fire Authority. The Community Facilities District will fmance 
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school facilities which will directly or indirectly serve students to be generated from the development of the 
property within the Community Facilities District. The Community Facilities District was formed in 
connection with the Impact Mitigation Agreement ("Mitigation Agreement"), dated October I, 2004, by and 
between the School District and Lennar KFPLB, LLC (successor to KFPLB Michelson Jamboree, LLC), a 
Delaware limited liability company (and together with the School District, the "Parties"). In addition, the 
Community Facilities District is subject to a Joint Community Facilities Agreement (the "IRWD JCFA") 
dated September 28, 2004, by and among the School District, Lennar KFPLB, LLC as successor to KFPLB 
Michelson Jamboree, LLC, and IRWD and a Joint Community Facilities Agreement (the "OCFA JCFA") 
dated June 23, 2005, by and among the Orange County Fire Authority, the School District and Lennar 
KFPLB, LLC. See "FACILITIES TO BE FINANCED WITH PROCEEDS OF THE 2005 BONDS" and 
"THE COMMUNITY FACILITIES DISTRICT - Property Ownership and Development" herein. 

Sources of Payment for the 2005 Bonds 

The 2005 Bonds are secured by and payable from a first pledge of "Net Taxes," which is defmed 
within the Bond Indenture as Gross Taxes minus amounts applied to pay the Administrative Expense 
Requirement of $40,000 per Fiscal Year (which amount shall increase 2% per each July I beginning with 
July I, 2006). "Gross Taxes" are defmed in the Bond Indenture as the amount of all Special Taxes received 
by the treasurer, together with the net proceeds collected from the sale of property pursuant to the foreclosure 
provisions of the Bond Indenture, penalties and interest received by the Community Facilities District in 
connection with the delinquency of such Special Taxes and proceeds from any security for payment of 
Special Taxes taken in lieu of foreclosure after payment of administrative costs and attorneys' fees payable 
from such proceeds to the extent not previously paid as an Administrative Expense. "Special Taxes" are 
defined as the taxes authorized to be levied by the Community Facilities District in accordance with a 
Resolution and Ordinance adopted by the Legislative Body of the Community Facilities District on 
September 28, 2004, providing for the levy of the Special Taxes, the Resolution of Formation (as defmed 
below), the Act and the First Amended Rate and Method. "Administrative Expenses" are defmed as 
including the administrative costs with respect to the calculation and collection of the Special Taxes, or costs 
otherwise incurred by the School District staff on behalf of the Community Facilities District in order to carry 
out the purposes of the Community Facilities District as set forth in the Resolution of Formation or the First 
Amended Rate and Method and the fees and expenses of the Fiscal Agent. 

Pursuant to the Act, the First Amended Rate and Method, the Resolution of Formation and the Bond 
Indenture, so long as the 2005 Bonds are outstanding, the Community Facilities District will annually fix and 
levy the amount of Special Taxes within the Community Facilities District required for the payment of 
principal of and interest on Outstanding 2005 Bonds becoming due and payable during the ensuing year 
including any necessary replenishment or expenditure of the Reserve Account for the 2005 Bonds, any 
amount equal to the Administrative Expense Requirement and any additional amounts necessary for expenses 
incurred in connection with administration or enforcement of delinquent Special Taxes. See "SECURITY 
FOR THE 2005 BONDS - Special Taxes" herein. 

Pursuant to the Act, all lands owned by a public entity within the Community Facilities District are 
omitted from the levy of the Special Tax, unless the public entity acquires the property after recording the 
Notice of Special Tax Lien, in which case the public entity will be obligated to pay the Special Tax, subject 
to certain limitations. The First Amended Rate and Method exempts from the Special Tax all property 
owned by the State, the federal govermnent and local governments, as well as certain other properties, subject 
to certain limitations. See "SECURITY FOR THE 2005 BONDS - First Amended Rate and Method" and 
"BONDOWNERS' RISKS -Exempt Properties." 

The 2005 Bonds are secured by a first pledge of all moneys deposited in the Reserve Account. See 
"SECURITY FOR THE 2005 BONDS." The Reserve Account will be established out of the proceeds of the 
sale of the 2005 Bonds, in an amount equal to the Reserve Requirement. The Bond Indenture defines the 
Reserve Requirement with respect to the 2005 Bonds as an amount, as of any date of calculation, equal to the 
lowest of (i) 10% of the original principal amount of the 2005 Bonds, (ii) "Maximum Annual Debt Service" 
on the 2005 Bonds (as defined in the Bond Indenture), or (iii) 125% of average annual debt service on the 
2005 Bonds. The ability of the Board, in its capacity as Legislative Body of the Community Facilities 
District, to increase the annual Special Taxes levied to replenish the Reserve Account is subject to the 
maximum annual amount of Special Taxes authorized by the qualified voters of the Community Facilities 
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District. The moneys in the Reserve Account will only be used for payment of principal of, interest and any 
redemption premium on, the 2005 Bonds, and at the direction of the Community Facilities District, for 
payment of rebate obligations related to the 2005 Bonds. See "SECURITY FOR THE 2005 BONDS -
Reserve Account." 

The Community Facilities District has also covenanted in the Bond Indenture 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 2005 
BONDS -Proceeds ofForeclosure 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 
PLEDGEDTOTHEPAYMENTOFTHE2005BONDS. OTHER THAN THE SPECIAL TAXES OF 
THE COMMUNITY FACILITIES DISTRICT, NO TAXES ARE PLEDGED TO THE PAYMENT 
OF 2005 BONDS. THE 2005 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 
WITHIN THE COMMUNITY FACILITIES DISTRICT AS MORE FULLY DESCRIBED HEREIN. 

Appraisal 

An appraisal prepared by an MAI appraiser of the land and existing improvements for the 
development within the Community Facilities District dated June 2005 (the "Appraisal"), has been prepared 
by Harris Realty Appraisal, MAI ofNewportBeach, California (the "Appraiser") in connection with issuance 
of the 2005 Bonds. The purpose of the appraisal was to estimate the value of the "as is" condition of the land 
and reflect the proposed Community Facilities District financing, together with the overall tax rate of 
approximately 1.5% to the future homeowners, including the Special Taxes and the special taxes of 
Community Facilities District No. 2004-1 formed by the City oflrvine. The Appraisal is based on certain 
assumptions. Subject to these assumptions, the Appraiser estimated that the fee simple market value of the 
Taxable Property within the Community Facilities District (subject to the lien of the Special Taxes and other 
overlapping special taxes) as of June I, 2005, was $90,000,000. 

The fee simple market value includes the value of grading. The market values reported in the 
Appraisal result in an estimated value-to-lien ratio of 7.42: I, calculated with respect to all direct and 
overlapping bonded debt as of the County Assessor's Fiscal Year 2004-05 equalized assessment roll. The 
value-to-lien ratios of individual parcels will differ from the foregoing aggregate values. The Appraisal is 
based on certain assumptions including a deduction from value for certain estimated costs which may be 
funded by the City of Irvine Community Facilities District No. 2004-1 if the City of Irvine Community 
Facilities District No. 2004-1 issues bonds. The value-to-lien ratio set forth above excludes debt of the City 
Community Facilities District No. 2004-1 which has a bond authorization of $27,000,000. In the event the 
City oflrvine Community Facilities District No. 2004-0 I issues bonds, the appraised value at that time will 
differ based both on any additional improvements as of the date of value of a future appraisal and based on 
use of City of Irvine Community Facilities District No. 2004-1 bond proceeds to finance certain of the 
estimated costs relating to the project which have been deducted in determining the estimate Appraised Value 
set forth above. 

See "BONDOWNERS' RISKS -Appraised Values" and" -Burden of Parity Liens, Taxes and Other 
Special Assessments on the Taxable Property" herein and APPENDIX C - "Appraisal Report" appended 
hereto for further information on the Appraisal and for limiting conditions relating to the Appraisal. 

Tax Exemption 

Assuming compliance with certain covenants and provisions of the Internal Revenue Code of 1986, 
in the opinion ofBond Counsel, interest on the 2005 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 2005 Bonds will be exempt from State personal income taxes. See "LEGAL 
MATTERS - Tax Exemption" herein. 
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Risk Factors Associated with Purchasiug the 2005 Bouds 

Investment in the 2005 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 2005 Bonds. 

Forward Lookiug Statemeuts 

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 27 A 
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 "THE COMMUNITY FACILITIES DISTRICT -General Information" and" - Property Ownership 
and Development" herein. 

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, 
PERFORMANCEORACHIEVEMENTSDESCRIBEDTOBEMATERIALLYDIFFERENTFROMANY 
FUTURE RESULTS, PERFORMANCE OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY SUCH 
FORWARD-LOOKING STATEMENTS. THE COMMUNITY FACILITIES DISTRICT DOES NOT PLAN 
TO ISSUE ANY UPDATES OR REVISIONS TO THE FORWARD-LOOKING STATEMENTS SET 
FORTH IN THIS OFFICIAL STATEMENT. 

Professiouals Iuvolved iu the Offeriug 

The Bank of New York Trust Company, N.A., Los Angeles, California, will serve as the paying 
agent, registrar, authentication agent and transfer agent for the 2005 Bonds and will perform the functions 
required of it under the Bond Indenture for the payment of the principal of and interest and any premium on 
the 2005 Bonds and all activities related to the redemption of the 2005 Bonds. Stradling Yocca Carlson & 
Rauth, Newport Beach, California is serving as Bond Counsel to the Community Facilities District and as 
general counsel to the School District. Stone & Youngberg LLC is acting as Underwriter in connection with 
the issuance and delivery of the 2005 Bonds. McFarlin & Anderson LLP, Lake Forest, California, is acting 
as Disclosure Counsel. 

The appraisal work was done by Harris Realty Appraisal of Newport Beach, California. David 
Taussig & Associates, Inc., Newport Beach, California, acted as special tax consultant, administrator and 
dissemination agent to the Community Facilities District. Empire Economics, Inc., Capistrano Beach, 
California, acted as Market Absorption Consultant. 

Except for some Bond Counsel fees and Special TaxConsultantfees paid from advances made to the 
School District by KFPLB, LLC, payment of the fees and expenses of Bond Counsel, District Counsel, the 
Underwriter and the Fiscal Agent is contingent upon the sale and delivery of the 2005 Bonds. Fees of the 
Appraiser and the Market Absorption Consultant were paid from advances made to the School District by 
KFPLB,LLC. 

Other Iuformatiou 

This Official Statement speaks only as of its date, and the information contained herein is subject to 
change. Brief descriptions of the 2005 Bonds, certain sections of the Bond Indenture, security for the 2005 
Bonds, special risk factors, the Community Facilities District, the School District, Lermar Central Park, LLC 
or other builders' projects, Lermar KFPLB, LLC, Lermar Central Park, LLC, Lennar Homes of California, 
Inc., other prospective builders 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 
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the 2005 Bonds, the Bond Indenture, 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 2005 Bonds, the Bond 
Indenture, 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 Office of the Clerk of the Board of Education 
of the Santa Ana Unified School District, 160 I East Chestnut Avenue, Santa Ana, California 92701-63 22. 

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 2005 Bonds, to provide certain financial information and operating data relating to the 
Community Facilities District and the 2005 Bonds by not later than January 30 in each year commencing on 
January 30, 2006 (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 or 
Repositories 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 15c2-12(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 Indenture, 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. 

Lennar KFPLB, LLC. Lennar KFPLB, LLC has covenanted in a Continuing Disclosure Agreement, 
the form of which is set forth in APPENDIX G - "Form of Lennar KFPLB, LLC Continuing Disclosure 
Agreement" (the "Lennar KFPLB, LLC Continuing Disclosure Agreement"), for the benefit of owners and 
beneficial owners of the 2005 Bonds, to provide certain financial and operating information by not later than 
April I and October I of each year commencing April 1, 2006 (the "Semi-Annual Report"), and to provide 
notices of the occurrence of certain enumerated material events. Lennar KFPLB, LLC's obligations under 
the Lennar KFPLB, LLC Continuing Disclosure Agreement terminate upon the occurrence of certain events. 
See APPENDIX G - "Form of Lennar KFPLB, LLC Continuing Disclosure Agreement." 

Lennar KFPLB, LLC's Semi-Annual Report will be filed by Lennar KFPLB, LLC or the 
"Dissemination Agent" ( as that term is defined in the Lennar KFPLB, LLC Continuing Disclosure 
Agreement) on behalf of Lennar KFPLB, LLC 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 Lennar 
KFPLB, LLC or by the Dissemination Agent on behalf of Lennar KFPLB, LLC with the Municipal Securities 
Rulemaking Board or Repositories 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 the Semi-Annual Reports or the notices of material events is set forth in the Lennar 
KFPLB, LLC Continuing Disclosure Agreement. The covenants of Lennar KFPLB, LLC in the Lennar 
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KFPLB, LLC Continuing Disclosure Agreement have been made in order to assist the Underwriter in 
complying with the Rule;provided, however, a default under the Lennar KFPLB, LLC Continuing Disclosure 
Agreement will not, in itself, constitute an Event of Default under the Bond Indenture, and the sole remedy 
under the Lermar KFPLB, LLC Continuing Disclosure Agreement in the event of any failure of Lermar 
KFPLB, LLC or the Dissemination Agent to comply with the Lennar KFPLB, LLC Continuing Disclosure 
Agreement will be an action to compel performance. Lennar KFPLB, LLC's continuing disclosure 
obligations will terminate upon the occurrence of certain events, including when Lennar KFPLB, LLC's 
property is subject to less than 15% of the Special Tax levy of the Community Facilities District for the then 
current Fiscal Year. 

Lennar KFPLB, LLC has indicated that except as described below it is not aware of any material 
failures to comply with previous undertakings by it or its Affiliates ( as defined in the Lennar KFPLB, LLC 
Continuing Disclosure Agreement) under the Rule to provide annual or semi-annual reports or notices of 
material events with respect to community facilities districts or assessment districts in California within the 
past five years. In connection with covenants relating to a 1998 fmancing for a project in the City of 
Temecula by the Winchester Hills Financing Authority Community Facilities District No. 98-1 (Winchester 
Hills) in which Lennar Homes of California, Inc. was involved as the administrative member of the major 
landowner, Lennar Homes of California, Inc., as the administrative member, filed audited fmancial statements 
for each fiscal year through its 1999 fiscal year (the report filed in May 2000) but did not file the report due 
for the 2000 fiscal year and did not include fmancial information regarding the development of the property 
owned by Lennar Communities, Inc., a California corporation ("Lennar Communities") in the 1999 report. 
In connection with covenants relating to a 200 I fmancing for a project in the City of Murrieta by Community 
Facilities District No. 2000-1 of the Murrieta Valley Unified School District, continuing disclosure reports 
due on September 15, 2002, were not provided on a timely basis. Greystone Homes, Inc. (an Affiliate of 
Lennar Homes of California, Inc.) as successor to Pacific Century Homes, Inc., a California corporation filed 
the continuing disclosure report with the dissemination agent on May 15, 2003. 
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ESTIMATED SOURCES AND USES OF FUNDS 

The proceeds from the sale of the 2005 Bonds will be deposited into the following respective 
accounts and funds established by the School District under the Bond Indenture, as follows: 

Sources: 

Principal Amount of 2005 Bonds 
Less: Underwriter's Discount 

Total Sources 

Uses: 

Deposit into the Reserve AccountClJ 
Deposit into Costs oflssuance Account of the Acquisition 

and Construction FundC2l 
Deposit into Acquisition and Construction FundC3l 
Deposit into Capitalized Interest Subaccount of the Interest 

Account C4l 
Administrative Expense Account 

Total Uses 

$11,785,000.00 
(223,915.00) 

$11,561,085.00 

$1,032,282.90 
473,761.59 

8,810,000.00 
1,145,040.51 

100 000.00 

$11,561,085.00 

(I) Equal to the Reserve Requirement with respect to the 2005 Bonds as of the date of delivery of the 2005 Bonds. 
(Z) Includes, among other fuings, the fees and expenses of Bond Collllsel, District Counsel, the cost of printing the final 

Official Statement, fees and expenses of the Fiscal Agent, the fees of the Special Tax Consultant and reimbursement to 
Lennar KFPLB, LLC. 

(
3

) $5,500,000 will be deposited into the School Facilities Account, $2,410,000 will be deposited into the Water Facilities 
Account and $900,000 will be deposited into the Fire Facilities Account See "FACILITIES TO BE FINANCED WITH 
PROCEEDS OF THE 2005 BONDS" below. 

(
4

) Represents interest on the 2005 Bonds for a period of twenty-four months from the date of issuance of the 2005 Bonds. 

FACILITIES TO BE FINANCED WITH PROCEEDS OF THE 2005 BONDS 

A portion of the proceeds of the 2005 Bonds will fmance school facilities, a portion of the proceeds 
of the 2005 Bonds will fmance water and sewer improvements ofIRWD and a portion of the proceeds of the 
2005 Bond will finance fire suppression and protection facilities. Proceeds of the 2005 Bonds may be used 
for the construction, purchase, modification, expansion, improvement or rehabilitation of school facilities to 
be owned and operated by the School District including, without limitation, classrooms, multi-purpose, 
administration and auxiliary space at a school, and interim housing, together with furniture, equipment and 
technology needed by the School District in order to mitigate the impact on school facilities of the student 
population to be generated as a result of the development of the property to be included with the Community 
Facilities District, together with all land or interests in land required for the construction of such school 
facilities and all land or interests in land required to be provided by the School District as mitigation of 
enviromnental impacts associated with the development of such school facilities, and central support and 
administrative facilities, transportation and special education facilities, including any incidental school 
administration and transportation center improvements. In addition, non-school facilities include IRWD 
water and sewer facilities and all appurtenances and appurtenant work in connection the foregoing and 
Orange County Fire Authority fire suppression and protection facilities. 

The Mitigation Agreement sets forth, among other things, terms for the issuance of bonds by the 
Community Facilities District to finance the impact of the development of property within the Community 
Facilities District upon the School District's school facilities, to fmance a portion of the facilities costs for 
IRWD water and sewer facilities, and to finance a portion of the facilities costs for the OCF A fire suppression 
and protection facilities. The water and sewer facilities to be financed by the Community Facilities District 
are further described in the IRWD JCF A. The fire suppression and protection facilities to be financed by the 
Community Facilities District are further described in the OCFA JCF A. Lennar KLPFB, LLC and its 
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successors remain responsible for all of their respective obligations under the Mitigation Agreement and other 
development approvals to the extent not satisfied with Bond proceeds. 

THE 2005 BONDS 

Authority for Issuance 

The 2005 Bonds in the aggregate principal amount of $11, 785,000 are authorized to be issued by the 
Community Facilities District under and subject to the terms of the Bond Indenture, the Act and other 
applicable laws of the State of California. 

General Provisions 

The 2005 Bonds will be dated their date of delivery and will bear interest at the rates per annum set 
forth on the cover page hereof, payable semiannually on each March 1 and September 1, commencing on 
March 1, 2006 ( each, an "Interest Payment Date"), and will mature in the amounts and on the dates set forth 
on the cover page hereof. The 2005 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 2005 Bonds. Ownership interests in the 2005 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 
2005 Bonds are held in book-entry form, principal of, premium, if any, and interest on the 2005 Bonds will 
be paid directly to DTC for distribution to the beneficial owners of the 2005 Bonds in accordance with the 
procedures adopted by DTC. See "THE 2005 BONDS -Book-Entry and DTC." 

The 2005 Bonds will bear interest at the rates set forth on the cover hereof payable on the Interest 
Payment Dates in each year. Interest due on the 2005 Bonds will be calculated on the basis of a 360-day year 
comprised of twelve 30-day months. Interest on any 2005 Bond shall be payable from the Interest Payment 
Date next preceding the date of authentication of that 2005 Bond, unless (i) such date of authentication is an 
Interest Payment Date in which event interest shall be payable from such date of authentication, (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 form the dated date of such 2005 Bond; provided, however, that if at 
the time of authentication of such 2005 Bond, interest is in default, interest on that 2005 Bond shall be 
payable from the lastlnterestPayment Date to which the interest has been paid or made available for payment 
or, if no interest has been paid or made available for payment on that 2005 Bond, interest on that 2005 Bond 
shall be payable from its dated date. "Record Date" means the 15th day of the month preceding an Interest 
Payment Date, regardless of whether such day is a business day. 

Interest on the 2005 Bonds shall be paid by check of the Fiscal Agent mailed to the registered 
Bondowner by first class mail, postage prepaid, at his or her address as it appears on the Bond Register as of 
the Record Date; provided, however, that interest shall be paid by wire transfer to an account in the 
continental United States of any Owner of at least $1,000,000 if such Owner has so requested and furnished 
adequate instructions with respect thereto to the Fiscal Agent not later than the Record Date preceding the 
applicable Interest Payment Date. The principal of the 2005 Bonds and any premium due upon redemption 
on the 2005 Bonds are payable by check in lawful money of the United States of America upon presentation 
thereof at the corporate trust office of the Fiscal Agent in St. Paul, Minnesota. 

The 2005 Bonds are issued as fully registered bonds and will be registered in the name of Cede & 
Co., as nominee DTC. DTC will act as securities depository of the 2005 Bonds. Ownership interests in the 
2005 Bonds may be purchased in book-entry form only in denominations of$5,000 and any integral multiple 
thereof. See APPENDIX I - "Book-Entry System." 
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Debt Service Schedule 

The following table preseuts the annual debt service on the 2005 Bonds (including sinking fund 
redemptions), assuming that there are no optional redemptions or mandatory redemptions from special taxes. 

Year Ending Total 
(Seetember 1) Princieal Interest Debt Service 

2006 $561,993.01 $561,993.01 
2007 583,047.50 583,047.50 
2008 $55,000 583,047.50 638,047.50 
2009 70,000 581,232.50 651,232.50 
2010 85,000 578,712.50 663,712.50 
2011 100,000 575,525.00 675,525.00 
2012 120,000 571,625.00 691,625.00 
2013 135,000 566,705.00 701,705.00 
2014 155,000 561,035.00 716,035.00 
2015 175,000 554,292.50 729,292.50 
2016 200,000 546,505.00 746,505.00 
2017 225,000 537,405.00 762,405.00 
2018 250,000 526,942.50 776,942.50 
2019 275,000 515,067.50 790,067.50 
2020 305,000 501,730.00 806,730.00 
2021 335,000 486,785.00 821,785.00 
2022 370,000 470,202.50 840,202.50 
2023 405,000 451,887.50 856,887.50 
2024 445,000 431,840.00 876,840.00 
2025 480,000 409,812.50 889,812.50 
2026 525,000 386,052.50 911,052.50 
2027 570,000 359,540.00 929,540.00 
2028 615,000 330,755.00 945,755.00 
2029 665,000 299,697.50 964,697.50 
2030 720,000 266,115.00 986,115.00 
2031 775,000 229,755.00 1,004,755.00 
2032 835,000 190,230.00 1,025,230.00 
2033 895,000 147,645.00 1,042,645.00 
2034 965,000 102,000.00 1,067,000.00 
2035 1 035 000 52 785.00 1 087 785.00 

$11,785,000 $12,959,968.01 $24,744,968.01 

Redemptiou of the 2005 Bouds 

Optional Redemption. The 2005 Bonds are subject to redemption prior to maturity at the option of 
the Community Facilities District, on or after March 1, 2006, on any Interest Paymeut Date, in whole or in 
part, at the following redemption prices, expressed as a percentage of the principal amount of the 2005 Bonds 
to be redeemed, together with accrued interest to the date of redemption: 

Redem ptiou Dates 
March 1, 2006 through March 1, 2015 
September 1, 2015 and any Interest Payment 
Date thereafter 

Redem ptiou Price 
102% 
100 

Extraordinary Redemption. The 2005 Bonds are subject to extraordinary redemption as a whole, or 
in part on a pro rata basis among maturities, on any Interest Payment Date, and will be redeemed by the 
Trustee, from prepayments of Special Taxes deposited to the Redemption Account plus amounts transferred 
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from the Reserve Account, at the following redemption prices expressed as a percentage of the principal 
amount to be redeemed, together with accrued interest to the date of redemption: 

Redemption Dates Redemption Price 

March I, 2006 through March I, 2015 
September I, 2015 and any Interest Payment Date thereafter 

102% 
100 

Mandatory Sinking Fund Redemption. The 2005 Bonds maturing on September I, 2025 are subject 
to mandatory sinking fund redemption in part, by lot, on September I, 2021 and on each September I 
thereafter to maturity, at a redemption price equal to the principal amount thereof to be redeemed, together 
with accrued interest to the date fixed for redemption, without premium, as follows: 

Year 
(September 1) 

2021 
2022 
2023 
2024 
2025 (Maturity) 

Mandatory Sinking Fund 
Redemption Amount 

$335,000 
370,000 
405,000 
445,000 
480,000 

The 2005 Bonds maturing on September 1, 2030 are subject to mandatory sinking fund redemption 
in part, by lot, on September 1, 2026 and on each September 1 thereafter to maturity, at a redemption price 
equal to the principal amount thereof to be redeemed, together with accrued interest to the date fixed for 
redemption, without premium, as follows: 

Year 
September 1 

2026 
2027 
2028 
2029 
2030 (Maturity) 

Mandatory Sinking Fund 
Redemption Account 

$525,000 
570,000 
615,000 
665,000 
720,000 

The 2005 Bonds maturing on September 1, 2035 are subject to mandatory sinking fund redemption 
in part, by lot, on September 1, 2031 and on each September 1 thereafter to maturity, at a redemption price 
equal to the principal amount thereof to be redeemed, together with accrued interest to the date fixed for 
redemption, without premium, as follows: 

Year 
September 1 

2031 
2032 
2033 
2034 
2035 (Maturity) 

11 

Mandatory Sinking Fund 
Redemption Account 

$775,000 
835,000 
895,000 
965,000 

1,035,000 



In the event the Community Facilities District shall elect to redeem 2005 Bonds as provided under 
the heading" -Redemption of the 2005 Bonds -Optional Redemption," the Community Facilities District 
shall give written notice to the Fiscal Agent of its election so to redeem, the redemption date and the principal 
amount of the 2005 Bonds to be redeemed. The notice to the Fiscal Agent shall be given at least 45 but no 
more than 60 days prior to the redemption date or such shorter period as shall be acceptable to the Fiscal 
Agent. 

Purchase o/2005 Bonds. In lieu of payment at maturity or redemption, moneys in the Special Tax Fund may 
be used and withdrawn by the Fiscal Agent for purchase of Outstanding Bonds, upon the filing with the Fiscal 
Agent of an Officer's Certificate requesting such purchase, at a public or private sale as and when, and at such 
prices (including brokerage and other charges) as such Officer's Certificate may provide, but in no event will 
2005 Bonds be purchased at a price in excess of the principal amount thereof, plus interest accrued to the date 
of purchase and any premium which would otherwise be due if the 2005 Bonds were to be redeemed in 
accordance with the Bond Indenture. 

Selection of2005 Bonds for Redemption 

Ifless than all of the 2005 Bonds Outstanding are to be redeemed ( except with respect to mandatory 
sinking fund redemption in which case selection shall be by lot), the Fiscal Agent shall select 2005 Bonds 
pro rata among maturities and by lot within a maturity. The portion of any 2005 Bond of a denomination of 
more than $5,000 to be redeemed shall be in the principal amount of $5,000 or an integral multiple thereof, 
and, in selecting portions of such 2005 Bonds for redemption, the Fiscal Agent shall treat each such Bond 
as representing that number of 2005 Bonds of $5,000 denominations which is obtained by dividing the 
principal amount of such Bond to be redeemed in part by $5,000. The Fiscal Agent shall promptly notify the 
School District in writing of the 2005 Bonds, or portions thereof, selected for redemption. 

Notice of Redemption 

Notice of redemption, containing the information required by the Bond Indenture, will be given by 
the Fiscal Agent in the name of the School District at least 30 but not more than 60 days prior to the 
redemption date. The Bond Indenture requires that the notice of redemption (a) specify the serial numbers 
and the maturity date or dates of the 2005 Bonds selected for redemption, except that where all the 2005 
Bonds subject to redemption, or all the 2005 Bonds of one maturity, are to be redeemed, the serial numbers 
thereof need not be specified; (b) state the date fixed for redemption and surrender of the 2005 Bonds to be 
redeemed; ( c) state the redemption price; ( d) state the place or places where the 2005 Bonds are to be 
surrendered for redemption; and ( e) in the case of 2005 Bonds to be redeemed only in part, state the portion 
of such Bond which is to be redeemed. The redemption notice will further state that on the date fixed for 
redemption there shall become due and payable on each Bond or portion thereof called for redemption, the 
principal thereof, together with any premium, and interest accrued to the redemption date and that from and 
after such date, interest thereon shall cease to accrue and be payable. The redemption notice shall also be 
forwarded to each of the Repositories described in the Continuing Disclosure Agreement. 

The actual receipt by the owner of any 2005 Bond, if notice of such redemption shall not be a 
condition precedent thereto, and neither the failure to receive such notice nor any defect therein will affect 
the validity of the proceedings for the redemption of such 2005 Bonds or the cessation of interest on the 
redemption date. From and after the redemption date, the 2005 Bonds, or portions thereof so designated for 
redemption, shall be deemed to be no longer outstanding and such 2005 Bonds or portions thereof will cease 
to bear further interest. 

In addition, no owner of any of the 2005 Bonds or portions thereof so designated for redemption shall 
be entitled to any of the benefits of the Bond Indenture, or to any other rights, except with respect to payment 
of the redemption price and interest accrued to the redemption date from the amounts so made available. 

Registration of Exchange or Transfer 

Upon cessation of the book-entry system, the registration of any Bond may, in accordance with its 
terms, be transferred upon the Bond Register by the person in whose name it is registered, in person or by 
his or her duly authorized attorney, upon surrender of such Bond for cancellation at the corporate trust office 
of the Fiscal Agent, accompanied by delivery of a written instrument of transfer in a form approved by the 
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Fiscal Agent and duly executed by the Bondowner or his or her duly authorized attorney. 2005 Bonds may 
be exchanged at said corporate trust office of the Fiscal Agent for a like aggregate principal amount of2005 
Bonds of other authorized denominations of the same maturity. The Fiscal Agent will not collect from the 
Owner any charge for any new Bond issued upon any exchange or transfer but will require the Bondowner 
requesting such exchange or transfer to pay any tax or other governmental charge required to be paid with 
respect to such exchange or transfer. Whenever any Bond shall be surrendered for registration of exchange 
or transfer, the School District shall execute and the Fiscal Agent shall authenticate and deliver a new 2005 
Bond or 2005 Bonds of the same maturity, for a like aggregate principal amount. The Fiscal Agent shall not 
be required to register transfers or make exchanges of(i) 2005 Bonds for a period of 15 days next preceding 
the date of any selection of the 2005 Bonds to be redeemed, or (ii) any 2005 Bonds chosen for redemption. 

Book-Entry and DTC 

The Depository Trust Company ("DTC"), New York, New York, will act as securities depository for the 2005 
Bonds. The 2005 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 2005 Bonds, each in the 
aggregate principal amount of such maturity, and will be deposited with DTC. See APPENDIX I - "Book
Entry System." 

SECURITY FOR THE 2005 BONDS 

General 

The 2005 Bonds are secured by a pledge of all of the Net Taxes of the Community Facilities District 
and all moneys deposited in the Interest Account, Principal Account, Redemption Account and Reserve 
Account of the Special Tax Fund. Pursuant to the Act and the Bond Indenture, the Community Facilities 
District will annually levy the Special Taxes on taxable property within the Community Facilities District in 
an amount required for the payment of principal of and interest on any outstanding 2005 Bonds of the 
Community Facilities District becoming due and payable during the ensuing year, including any necessary 
replenishment or expenditure of the Reserve Account for the 2005 Bonds and an amount estimated to be 
sufficient to pay the Administrative Expenses during such year. The Net Taxes of the Community Facilities 
District and all moneys deposited into the accounts in said funds (until disbursed as provided in the Bond 
Indenture) are pledged to the payment of the principal of, and interest and any premium on, the 2005 Bonds 
as provided in the Bond Indenture and in the Act until all of the 2005 Bonds have been paid and retired or 
until moneys or Federal Securities ( as defined in the Bond Indenture) have been set aside irrevocably for that 
purpose. 

The First Amended Rate and Method levies Special Taxes first on Residential Property and 
Commercial Property, second on Undeveloped Property proportionately up to the Assigned Annual Special 
Tax to satisfy the Minimum Annual Special Tax Requirement, and third on each Assessor's Parcel of 
Residential Property and Commercial Property whose Maximum Annual Special Tax is the Backup Annual 
Special Tax proportionately up to the Backup Annual Special Tax to satisfy theMinimumAnnual Special Tax 
Requirement. See "- Special Taxes" and " - First Amended Rate and Met hod. " 

Notwithstanding any provision contained in the Bond Indenture to the contrary, Net Taxes deposited 
in the Administrative Expense Account and the Rebate Fund shall no longer be considered to be pledged to 
the 2005 Bonds and the Administrative Expense Account, the Acquisition and Construction Fund and the 
Rebate Fund shall not be construed as trust funds held for the benefit of the Bondowners. The Facilities 
constructed and acquired with the proceeds of the 2005 Bonds are not in any way pledged to pay, or security 
for, the debt service on the 2005 Bonds. Any proceeds of condemnation or destruction of any facilities 
fmanced with the proceeds of the 2005 Bonds are not pledged to pay the debt service on any 2005 Bonds and 
are free and clear of any lien or obligation imposed under the Bond Indenture. 

Special Taxes 

The Community Facilities District has covenanted in the Bond Indenture, subject to the Maximum 
Annual Special Tax rates, to comply with all requirements of the Act so as to assure the timely collection of 
Special Taxes, including, without limitation, the enforcement of delinquent Special Taxes. The Bond 
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Indenture provides that the Special Taxes are payable and will be collected in the same manner and at the 
same time and in the same instalhnent as the general taxes on real property are payable, and will have the 
same priority, become delinquent at the same times and in the same proportionate amounts and bear the same 
proportionate penalties and interest after delinquency as do the general taxes on real property; provided the 
Community Facilities District may provide for direct collection of the Special Taxes in certain circumstances. 

The Special Tax levy is limited to the Maximum Annual Special Tax rates set forth in the First 
Amended Rate and Method and while the Special Tax is levied on Undeveloped Property, the levy of 
the Special Tax is limited to the Minimum Annual Special Tax Requirement. No assurance can be 
given that, in the event of Special Tax delinquencies, the receipt of Special Taxes will, in fact, be 
collected in sufficient amounts in any given year to pay debt service on the 2005 Bonds. Because interest 
is capitalized for 24 months from the date of issuance of the 2005 Bonds, Fiscal Year 2006-07 is the first year 
in which Special Taxes will be levied on property within the Community Facilities District and the Fiscal 
Year 2006-07 levy will be a relatively nominal amount. 

Although the Special Taxes, when levied, will constitute a lien on parcels subject to taxation within 
the Community Facilities District, it does not constitute a personal indebtedness of the owners of property 
within the Community Facilities District. There is no assurance that the owners of real property in the 
Community Facilities District will be fmancially 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 
PLEDGEDTOTHEPAYMENT OFTHE2005BONDS. EXCEPT FOR THE SPECIAL TAXES, NO 
OTHER TAXES ARE PLEDGED TO THE PAYMENT OF THE 2005 BONDS. THE 2005 BONDS 
ARE NOT A GENERAL OR SPECIAL OBLIGATION OF THE SCHOOL DISTRICT BUT ARE 
LIMITED OBLIGATIONS OF THE COMMUNITY FACILITIES DISTRICT PAYABLE SOLELY 
FROM CERTAIN AMOUNTS DEPOSITED BY THE COMMUNITY FACILITIES DISTRICT OR 
THE SPECIAL TAX FUND, AS MORE FULLY DESCRIBED HEREIN. 

First Amended Rate and Method 

General. On September 28, 2004, pursuant to the request ofKFPLB Michelson Jamboree, LLC, the 
sole landowner at that time, the terms of the Mitigation Agreement and the provisions of the Act, the School 
District established Community Facilities District No. 2004-1. On June 28, 2005, pursuant to the request of 
Lennar KFPLB, LLC, the sole landowner at the time, the School District approved a resolution of 
consideration which reduced the maximum rates of the Special Tax and added authorized facilities. The 
Community Facilities District is authorized to issue bonded indebtedness and to levy special taxes to pay debt 
service on the 2005 Bonds and to fund school facilities, certain water and sewer improvements and certain 
fire suppression and protection facilities. Pursuant to such proceedings, the Special Tax may be levied and 
collected against all Taxable Property (as defined below) within the Community Facilities District for school, 
water and sewer facilities costs according to the Rate and Method, a copy of which is set forth in 
APPENDIX B - "First Amended Rate and Method of Apportionment for Community Facilities District 
No. 2004-1 of Santa Ana Unified School District." 

The final map for the project was considered and approved by the Irvine City Council at its May 10, 
2005 meeting. The fmal map was recorded by Lennar KFPLB, LLC on May 19, 2005. 

The qualified electors of the Community Facilities District approved the original Rate and Method 
on September 28, 2004 and approved the First Amended Rate and Method of June 28, 2005. Capitalized 
terms used in the following paragraphs but not defined herein have the meanings given them in the First 
Amended Rate and Method. 

FirstAmended Rate andM et hod. The First Amended Rate and Method provides the means by which 
the Board may annually levy the Special Taxes within the Community Facilities District up to the applicable 
Maximum Annual Special Tax. The 2005 Bonds are to be issued to fund school, water, sewer and fire 
suppression and protection facilities, and the 2005 Bonds are secured by any Special Taxes levied pursuant 
to the First Amended Rate and Method net of amount applied to pay the Administrative Expense 
Requirement. The First Amended Rate and Method provides that the Annual Special Tax shall be levied for 
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a period of 30 Fiscal Years after the last of Bonds has been issued, provided that Annual Special Taxes shall 
not be levied after Fiscal Year 2045-46. A copy of the First Amended Rate and Method is included in 
APPENDIX B hereto. 

Minimum Annual Special Tax Requirement. Annually, at the time of levying the Special Tax, the 
Board will levy the Special Tax on each Assessor's Parcel of Developed Property in an amount equal to the 
Assigned Annual Special Tax applicable to each such Assessor's Parcel. In addition, the Board will 
determine the amount of money to be collected from Taxable Property (the 'Minimum Annual Special Tax 
Requirement"), which will be the amount required in any Fiscal Year to pay the following: 

( a) the debt service on all or the periodic costs and all outstanding Bonds, including but 
not limited to, credit enhancement and rebate payments on the Bonds; 

(b) Administrative Expenses (as defined in the First Amended Rate and Method); 

( c) The costs associated with the release of funds from an escrow account; 

(d) any amount required to establish or replenish any reserve funds established in 
association with the Bonds; 

(e) any amounts required for construction of Additional School Facilities (as defined 
in the Rate and Method); less 

(f) any amount available to pay debt service or other periodic costs on the Bonds 
pursuant to the Bond Indenture. 

Residential and Commercial Property; U ndevelopedProperty. The First Amended Rate and Method 
declares that for each Fiscal Year, each Assessor's Parcel of Taxable Property shall be classified as 
Residential Property, Commercial Property or Undeveloped Property. 

(i) "Residential Property" means all Assessor's Parcels of Taxable Property for which 
Residential Building Permits were issued on or before May I of the prior Fiscal Year, provided that such 
Assessor's Parcels were created on or before January I of the prior Fiscal Year and that each such Assessor's 
Parcel is associated with a Residential Lot, as determined reasonably by the Board. 

(ii) "Commercial Property" means all Assessor's Parcels of Taxable Property for which 
Commercial Building Permits were issued on or before May I of the prior Fiscal Year provided that such 
Assessor's Parcels were created on or before January I of the prior Fiscal Year. 

(iii) "Undeveloped Property" means all Assessors Parcels of Taxable Property that are not 
Residential Property or Commercial Property. 

(iv) "Taxable Property" means all Assessor's Parcels that are not Exempt Property (as defined 
below) pursuant to the First Amended Rate and Method. 

(v) "Exempt Property" is defined to include the following: 

(a) Assessor's Parcels owned by the State of California, federal or other local 
governments; 

(b) 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; 

(c) Assessor's Parcels used exclusively by a homeowner's association; 

(d) Assessor's Parcels with public or utility easements making impractical their 
utilization for other than the purposes set forth in the easement; 

(e) Assessor's Parcels on which an Affordable Unit is constructed and 
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(f) Any other Assessor's Parcels atthereasonable discretion oftheBoard,providedthat 
no such classification would reduce the sum of all Taxable Property to less than 1.68 
acres of Acreage in Planning Area No. I, 8.25 acres of Acreage in Planning Area 
No. 2, 4.63 acres of Acreage in Planning Area No. 3, 7.70 acres of Acreage in 
Planning Area No. 4 and 3. 73 acres of Acreage in Planning Area No. 5 (as defined 
in the First Amended Rate and Method). 

Maximum Annual Special Tax. The Maximum Annual Special Tax is defined in the First Amended 
Rate and Method as follows: 

(i) 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 2005-06 is as 
follows: (i) for Planning Area No. I, $86,926.08 per acre; (ii) for Planning Area No. 2, $44,019.49 per acre; 
(iii) for Planning Area No. 3, $24,119.65 per acre; (iv) for Planning Area No. 4, $25,193.64per acre; and (v) 
for Planning Area No. 5, $7,826.43. Each July I, the Assigned Annual Special Tax applicable to 
Undeveloped Property shall increase by 2% of the amount in effect in the prior Fiscal Year. 

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

The Assigned Annual Special Tax for Residential Property in Fiscal Year 2005-06 ranges 
from $539.90 to $1,138.64 per Unit. The Assigned Annual Special Tax shall be increased by 2%of 
the amount in effect in the prior Fiscal Year. See APPENDIX B - "First Amended Rate and Method 
of Apportiomnent for Community Facilities District No. 2004-1 of Santa Ana Unified School 
District- Table I" herein for a listing of the Assigned Annual Special Tax rates for various sizes of 
Units. 

The "Backup Annual Special Tax" is calculated based on the number ofLots created by each 
Final Map recorded in the Community Facilities District (see "THE COMMUNITY FACILITIES 
DISTRICT - Property Ownership and Development"). While a Final Map within the Community 
Facilities District has been created, Builders may file condominium plans to identify the units being 
developed on a lot and the Backup Annual Special Tax for an Assessor's Parcel of Residential 
Property for any Fiscal Year cannot be determined for all Lots. 

Method of Apportionment. The First Amended Rate and Method provides that the Board shall levy 
Annual Special Taxes as follows: 

Step One: The Board shall levy Proportionately an Annual Special Tax on each Assessor's 
Parcel of Residential Property and Commercial Property up to an amount equal to the Assigned 
Annual Special Tax applicable to each such Assessor's Parcel, to satisfy the Minimum Annual 
Special Tax Requirement. 

Step Two: If the sum of the amounts collected in Step One is insufficient to satisfy the 
Minimum Annual Special Tax Requirement, then the Board shall levy Proportionately an Annual 
Special Tax on each Assessor's Parcel of Undeveloped Property, up to the Assigned Annual Special 
Tax applicable to each such Assessor's Parcel, to satisfy the Minimum Annual Special Tax 
Requirement. 

Step Three: If the sum of the amounts collected in Steps One and Two is insufficient to 
satisfy the Minimum Annual Special Tax Requirement, then the Board shall additionally levy 
Proportionately an Annual Special Tax Proportionately on each Assessor's Parcel of Residential 
Property and Commercial Property, up to the Maximum Annual Special Tax applicable to each such 
Assessor's Parcel, to satisfy the Minimum Annual Special Tax Requirement. 

Notwithstanding the foregoing, under no circumstances will the Special Taxes levied against any 
Assessor's Parcel for which an occupancy permit for private residential use has been issued be increased by 
more than 10% per Fiscal Year as a consequence of delinquency or default by the owner of any other 
Assessor's Parcel. 
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Prepayment of Annual Special Taxes. The Annual Special Tax obligation of an Assessor's Parcel 
of Residential Property, or an Assessor's Parcel of Commercial Property, or an Assessor's Parcel of 
Undeveloped for which a Residential Building Permit or Commercial Building Permit has been issued may 
be prepaid in full and in certain cases in part, 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, based on the Present Value of the remaining Special Tax payments for such Assessor's Parcel. 
See APPENDIX B - "Fist Amended Rate and Method of Apportionment for Community Facilities District 
No. 2004-1 of Santa Ana Unified School District - Section G" herein. 

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. Under the provisions of the Act, such judicial foreclosure action is 
not mandatory. 

Under the Bond Indenture, on or about July I of each Fiscal Year, the Community Facilities District 
will compare the amount of Special Taxes theretofore levied in the Community Facilities District to the 
amount of Special Taxes theretofore received by the Community Facilities District and proceed as follows: 

Individual Delinquencies. If the Community Facilities District determines that parcels under 
common ownership subject to the Special Tax in the Community Facilities District are delinquent 
in the payment of Special Taxes in the aggregate amount of $5,000 or more, then the Community 
Facilities District shall send or cause to be sent a notice of delinquency ( and a demand for immediate 
payment thereof) to the property owner within 45 days of such determination, and (if the delinquency 
remains uncured) foreclosure proceedings will be commenced by the Community Facilities District 
within 90 days of such determination to the extent permissible under applicable law. 

Aggregate Delinquencies. If the Community Facilities District determines that the total 
amount of delinquent Special Tax for the prior Fiscal Year for the entire Community Facilities 
District (including the total individual delinquencies described above) exceeds 5% of the total Special 
Taxes due and payable for the prior Fiscal Year, the Community Facilities District shall notify or 
cause to be notified property owners who are then delinquent in the payment of Special Taxes ( and 
demand immediate payment of the delinquency) within 45 days of such determination, and shall 
commence foreclosure proceedings within 90 days of such determination against each parcel ofland 
within the Community Facilities District with a Special Tax delinquency. 

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 of75% of the principal amount of 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 
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acquire auy lot or parcel of property offered for sale or subject to foreclosure if there is uo other 
purchaser at such sale. The Act does specify that the Special Tax will have the same lieu priority iu the 
case of deliuqueucy as for ad valorem property taxes. 

If the Reserve Account 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 First Amended Rate and Method and the Act, the Community Facilities District may adjust the 
Special Taxes levied on all property within the Community Facilities District in future Fiscal Years to provide 
an amount, taking into account such delinquencies, required to pay debt service on the 2005 Bonds and to 
replenish the Reserve Account. There is, however, no assurance that the maximum annual Special Tax rates 
will be at all times sufficient to pay the amounts required to be paid on the 2005 Bonds by the Bond 
Indenture. 

Reserve Accouut 

In order to further secure the payment of principal of and interest on the 2005 Bonds, certain proceeds 
of the 2005 Bonds will be deposited into the Reserve Account in an amount equal to the Reserve Requirement 
(see "ESTIMATED SOURCES AND USES OF FUNDS"herein). The Reserve Requirement is defmed in 
the Bond Indenture to mean with respect to the 2005 Bonds as an amount, as of any date of calculation, equal 
to the least of (i) 10% of the original principal amount of the 2005 Bonds, less original issue discount, if any, 
plus original issue premium, if any, (ii) Maximum Annual Debt Service of the 2005 Bonds, and (iii) 125% 
of average annual debt service on the 2005 Bonds. 

A draw on the Reserve Account could occur as a result of Special Tax delinquencies. However, the 
Special Tax levy on Residential Property or Commercial Property whose Maximum Annual Special Tax is 
the Backup Annual Special Tax, can be increased in order to replenish the Reserve Account. See 
"SECURITY FOR THE 2005 BONDS - First Amended Rate and Method." 

If Special Taxes are prepaid and 2005 Bonds are to be redeemed with the proceeds of such 
prepayment, a proportionate amount in the Reserve Account ( determined on the basis of the principal of 
Bonds to be redeemed and the original principal of the 2005 Bonds) will be applied to the redemption of the 
2005 Bonds. 

Moneys in the Reserve Account are to be used to pay debt service on the 2005 Bonds to the extent 
other moneys are not available therefor or to principal and interest due on the final maturity of the 2005 
Bonds and for the purpose of making any required deposits to the Rebate Fund. In no event shall amounts 
in the Reserve Account be used to pay fees or expenses of the Fiscal Agent or its counsel. See 
APPENDIX E -Summary of Certain Provisions of the Bond Indenture." 

Subject to the limits on the Maximum Annual Special Tax which may be levied within the 
Community Facilities District, the Community Facilities District has covenanted to levy Special Taxes in an 
amount that is anticipated to be sufficient, in light of the other intended uses of the Special Tax proceeds, to 
maintain the balance in the Reserve Account at the Reserve Requirement while any 2005 Bonds are 
outstanding. 

Admiuistrative Expeuse Accouut 

The Fiscal Agent will receive the transfer of Special Taxes from the Community Facilities District 
from the Special Tax Fund and deposit in the Administrative Expense Account amounts to pay Administrative 
Expenses as described above in" - Special Tax Fund." 

Pursuaut to the Boud Iudeuture, moueys iu the Admiuistrative Expeuse Accouut will uot be 
coustrued as a trust fuud held for the beuefit of the Owuers of the 2005 Bouds aud will uot be available 
for the paymeut of debt service ou the 2005 Bouds. 
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Investment of Moneys in Fnnds 

Moneys in any fund or account created or established by the Bond Indenture and held by the Fiscal 
Agent will be invested by the Fiscal Agent in Authorized Investments (as defined below or in the Bond 
Indenture), as directed by an Authorized Officer, that mature prior to the date on which such moneys are 
required to be paid out under the Bond Indenture. See APPENDIX E - "Summary of Certain Provisions of 
the Bond Indenture" for a definition of "Authorized Investments." 

Payment of Rebate Obligation 

The Community Facilities District is required to calculate excess investment earnings in accordance 
with the requirements set forth in the Bond Indenture. If necessary, the Community Facilities District may 
use amounts in the Reserve Account, amounts on deposit in the Administrative Expense Account and other 
funds available to the Community Facilities to satisfy rebate obligations. 

Letter of Credit 

Pursuant to the Mitigation Agreement, Lermar KFPLB, LLC and any subsequent owner of property 
in the Community Facilities District owning property which is responsible for 15% or more the Special Taxes 
projected by the School District's Special Tax consultant to be levied to pay maximum annual debt service 
on the 2005 Bonds (the "Special Tax Threshold") will be required to provide a letter of credit (the "Letter of 
Credit") or cash deposit to the Fiscal Agent, as beneficiary, to secure payment of a portion of the Special 
Taxes levied on its property within the Community Facilities District. The initial letter of credit bank 
providing such letter of credit is Bank of America. 

Stated Amount and Initial Term. During the initial fiscal year in which the Letter of Credit is in 
effect, the "Stated Amount" of the Letter of Credit must equal the amount of one year's debt service on the 
2005 Bonds to secure payment of the semi-annual installment payments of the Special Tax levied on all lots 
and parcels owned by Lermar KFPLB, LLC within the Community Facilities District. 

Duration and Conditions of Release. The initial term of the Letter of Credit will expire no earlier 
than July 31, 2006. Lennar KFPLB, LLC is required to maintain and cause the issuing bank (the "Credit 
Bank"), which will initially be Bank of America to annually renew the Letter of Credit and the Letter of 
Credit Requirement shall remain in place for each property owner until the aggregate Special Tax obligations 
of properties owned by it and its Affiliates (as defined in the Mitigation Agreement), do not exceed the 
Special Tax Threshold. 

The Stated Amount of the Letter of Credit will be recalculated on June I of each year, to reflect the 
estimated amount of annual Special Taxes to be levied on the property owned by Lennar KFPLB, LLC or its 
successor-in-interest (other than individual homeowners) in the Community Facilities District for the next 
fiscal year. 

On or before July I of each year, commencing July I, 2006, and in connection with any recalculation 
of the Stated Amount, the Community Facilities District will determine and certify to the Fiscal Agent, in 
writing, the new Stated Amount of the Letter of Credit, and the Letter of Credit will be reduced accordingly 
if reductions in ownership occurred. In addition, if the Community Facilities District determines at any time 
that a sufficient number of the lots in the Community Facilities District have been sold to individual 
purchasers, then the Letter of Credit securing payment of Special Taxes will be released. Under the 
Mitigation Agreement, the Letter of Credit shall be renewed each year the requirement continues, with 
respect to the portions of the project currently owned by Lennar KFPLB, LLC which requirement shall 
extend to any subsequent owner of property in the CFD owning property which is responsible for fifteen 
percent (15%) or more of the special taxes projected by the School District's special tax consultant to 
be levied to pay maximum annual debt service on the Bonds (the "Special Tax Threshold"). The Letter 
of Credit or cash deposit shall remain in place for each property owner until the aggregate special tax 
obligations of properties owned by it and its Affiliates, do not exceed the Special Tax Threshold. In the event 
a property owner and its Affiliates maintain ownership of properties which in the aggregate are responsible 
for special taxes in excess of the Special Tax Threshold, the letter of credit or cash deposit requirement 
described in the Mitigation Agreement shall not terminate as to such ownership regardless of whether portions 
of such properties are leased to other entities. 
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Annual Renewal. The Community Facilities District will cause Lennar KFPLB, LLC to provide to 
the Fiscal Agent each year, a written commitment by the Credit Bank to provide the Letter of Credit or to 
extend or replace the existing Letter of Credit in an amount equal to the Stated Amount. 

If the Fiscal Agent does not receive either a replacement of the Letter of Credit or an irrevocable 
written commitment from the Credit Bank that it will renew or issue the Letter of Credit when due, the Fiscal 
Agent will immediately, with no further authorization or instruction, draw upon the existing Letter of Credit 
not renewed in the full Stated Amount. The Fiscal Agent will deposit the proceeds of such draw into the 
Letter of Credit Account for use as described in the Bond Indenture. 

Failure by Lermar KFPLB, LLC to maintain and renew the Letter of Credit are not events of default 
under the Bond Indenture. 

Draws on the Letter of Credit. No later than five days before each Interest Payment Date, the Fiscal 
Agent is required to determine whether amounts on deposit in the Debt Service Account of the Special Tax 
Fund on that Interest Payment Date will be sufficient to make the next payment of principal of and interest 
on the 2005 Bonds under the Bond Indenture, and to notify the Community Facilities District of any 
deficiency. If amounts in the Debt Service Account of the Special Tax Fund will be insufficient to pay 
principal of and interest on the 2005 Bonds, and the shortfall is attributable to Lennar KFPLB, LLC's 
delinquency in the payment of Special Taxes for the property owned by it or its successors-in-interest ( other 
than individual homeowners or non-affiliated merchant builders owning property which are responsible for 
less than fifteen percent (15%) of the Special Taxes) in the Community Facilities District, the Fiscal Agent 
will, prior to any withdrawals from the Reserve Account established under the Bond Indenture, draw upon 
the Letter of Credit provided by Lennar KFPLB, LLC in an amount no greater than the lesser of delinquent 
Special Taxes levied on property owned by Lennar KFPLB, LLC ( exclusive of penalties and interest and the 
amount then available under the Letter of Credit. 

The Fiscal Agent may also draw upon the Letter of Credit in the event that the Credit Bank's rating 
has been downgraded below "A3" by Moody's or "A-" by Standard & Poor's. 

The Fiscal Agent will deposit the proceeds of any such draw upon the Letter of Credit into the Letter 
of Credit Account established under the Bond Indenture and, on the day preceding the Interest Payment Date, 
and prior to any transfers from the Reserve Account, transfer such amounts from the Letter of Credit Account 
to the Debt Service Account of the Special Tax Fund. 

Reimbursement of the Letter of Credit Bank. The Community Facilities District has no obligation 
to reimburse the Credit Bank for draws on the Letter of Credit except from ( i) any proceeds of a draw on the 
Letter of Credit not required to pay debt service on the 2005 Bonds on the Interest Payment Date for which 
the draw was made, and (ii) delinquent Special Taxes subsequently received by the Community Facilities 
District with respect to the property corresponding to the delinquent Special Taxes, net of collection costs. 

The obligations of the Credit Bank under the Letter of Credit are not contingent upon reimbursement 
for any draws thereon from any source. 

Final Release of Funds in the Letter of Credit Account. The Fiscal Agent will immediately return 
to the Credit Bank amounts that remain on deposit in the Letter of Credit Account if the following conditions 
are met: 

(i) the aggregate Special Tax obligations of properties owned by the property owner and its Affiliates 
(as defined in the Mitigation Agreement) do not exceed 15% of the Special Taxes projected by the 
School District's special tax consultant to be levied to pay maximum annual debt service on the 2005 
Bonds. 

(ii) such moneys are not required to pay debt service on the 2005 Bonds on the following Interest 
Payment Date as a result of delinquencies in the payment of Special Taxes by Lennar KFPLB, LLC 
or its successors-in-interest ( other than individual homeowners or non-affiliated merchant builders 
owning property which are responsible for less than fifteen percent ( 15%) of the Special Taxes), and 
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(iii) Lennar KFPLB, LLC or its successors-in-interest( other than individual homeowners or non-affiliated 
merchant builders owning property which are responsible for less than fifteen percent (15%) of the 
Special Taxes), is not delinquent in the payment of its Special Taxes. 

Enforcement of the Letter of Credit. If the Credit Bank wrongfully refuses to honor any drawing 
made on its Letter of Credit, the Community Facilities District is required to immediately bring an action and 
pursue any remedy available at law or in equity for the purpose of compelling the Credit Bank to honor such 
drawing and to enforce the provisions of the Letter of Credit. 

Letter of Credit Bank 

Bank of America, N.A. (the "Bank") is the initial provider of the Letter of Credit. The Bank is a 
national banking association organized under the laws of the United States of America, with its principal 
executive offices located in Charlotte, North Carolina. The Bank is a wholly-owned indirect subsidiary of 
Bank of America Corporation (the "Corporation") and is engaged in general consumer banking, commercial 
banking and trust business, offering a wide range of commercial, corporate, international, financial market, 
retail and fiduciary banking services. 

The Corporation is a bank holding company and a fmancial holding company, with its principal 
executive offices located in Charlotte, North Carolina. Additional information regarding the Corporation is 
set forth in its Annual Report on Form 10-K for the fiscal year ended December 31, 2004, together with any 
subsequent documents it filed with the Securities and Exchange Commission (the "Commission") pursuant 
to the Securities Exchange Act of 1934, as amended (the "Exchange Act"). 

Recent Developments: On April 1, 2004, the Corporation completed its merger with FleetBoston 
Financial Corporation ("FleetBoston"). The Bank is expected to merge with Fleet National Bank, the 
Corporation's other principal banking subsidiary, during the second quarter of 2005. 

The Letter of Credit has been issued by the Bank. Moody's Investors Service, Inc. ("Moody's") 
currently rates the Bank's long-term certificates of deposit as "Aal" and short-term certificates of deposit as 
"P-1 ". Standard & Poor' s Rating Services ("Standard & P oar's") rates the Bank's long-term certificates of 
deposit as "AA" and its short-term certificates of deposit as "A-1 +". Fitch, Inc. ("Fitch") rates long-term 
certificates of deposit of the Bank as "AA-" and short-term certificates of deposit as "Fl+." Further 
information with respect to such ratings may be obtained from Moody's, Standard & Poor's and Fitch, 
respectively. No assurances can be given that the current ratings of the Bank's instruments will be 
maintained. 

ALTHOUGH THE LETTER OF CREDIT IS A BINDING OBLIGATION OF THE BANK, THE 
2005 BONDS ARE NOT DEPOSITS OR OBLIGATIONS OF THE CORPORATION OR ANY OF ITS 
AFFILIATED BANKS AND ARE NOT GUARANTEED BY ANY OF THESE ENTITIES. THE 2005 
BONDS ARE NOT INSURED BY THE FEDERAL DEPOSIT INSURANCE CORPORATION OR ANY 
OTHER GOVERNMENTAL AGENCY AND ARE SUBJECT TO CERTAIN INVESTMENT RISKS, 
INCLUDING POSSIBLE LOSS OF THE PRINCIPAL AMOUNT INVESTED. 

The information concerning the Corporation and the Bank contained herein is furnished solely to 
provide limited introductory information regarding the Corporation and the Bank and does not purport to be 
comprehensive. Such information is qualified in its entirety by the detailed information appearing in the 
documents and financial statements referenced above. 

The delivery hereof shall not create any implication that there has been no change in the affairs of 
the Corporation or the Bank since the date hereof, or that the information contained or referred to in this 
section is correct as of any time subsequent to its date. 
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Covenant Not to Rednce Special Tax Rates Unless Certain Conditions are Met 

The Community Facilities District has covenanted in the Bond Indenture that it will take no actions 
that would discontinue or cause the discontinuance of the Special Tax levy or the Community Facilities 
District's authority to levy the Special Tax for so long as the 2005 Bonds are Outstanding, including the 
initiation of proceedings under the Act to reduce the maximum annual Special Tax rates (the "Maximum 
Rates") on then existing Developed Property below the amounts which are necessary to pay Administrative 
Expenses and to provide Special Taxes in an amount equal to one hundred ten percent (110%) of Maximum 
Annual Debt Service on the Outstanding Bonds. 

Additional Bonds for Refunding Purposes Only 

Bonds issued on a parity with the 2005 Bonds may be issued for refunding purposes only. See 
APPENDIX E - "Summary of Certain Provisions of the Bond Indenture." The Community Facilities District 
may issue bonds, or other obligations, payable from Net Taxes which are subordinate to the 2005 Bonds. 

Special Taxes Are Within Teeter Plan 

In 1949, the California Legislature enacted an alternative method for the distribution of secured 
property taxes to local agencies. This method, known as the Teeter Plan, is now set forth in Sections 4701-
4717 of the California Revenue and Taxation Code. Upon adoption and implementation of this method by 
a county board of supervisors, local agencies for which the county acts as "bank" and certain other public 
agencies and taxing areas located in the county receive annually the full amount of their share of property 
taxes on the secured roll, including delinquent property taxes which have yet to be collected. While a county 
benefits from the penalties associated with these delinquent taxes when they are paid, the Teeter Plan provides 
participating local agencies with stable cash flow and the elimination of collection risk. 

To implement a Teeter Plan, the board of supervisors of a county generally must elect to do so by 
July 15 of the fiscal year in which it is to apply. The Board of Supervisors of the County adopted the Teeter 
Plan on June 29, 1993 and has elected to include in its Teeter Plan assessments levied in certain assessment 
districts, including the District, on the secured roll. 

Once adopted, a county's Teeter Plan will remain in effect in perpetuity unless the board of 
supervisors orders its discontinuance or unless prior to the commencement of a fiscal year a petition for 
discontinuance is received and joined in by resolutions of the governing bodies of not less than two-thirds 
of the participating districts in the county. An electing county may, however, opt to discontinue the Teeter 
Plan with respect to any levying agency in the county if the board of supervisors, by action taken not later 
than July 15 of a fiscal year, elects to discontinue the procedure with respect to such levying agency and the 
rate of secured tax delinquencies in that agency in any year exceeds 3% of the total of all taxes and 
assessments levied on the secured roll by that agency. See "RISK FACTORS - Teeter Plan Termination." 
The County has never discontinued the Teeter Plan with respect to any levying agency. 

In connection with the issuance of$155,000,000 Orange County Special Financing Authority Teeter 
Plan Revenue Bonds, Series A through E (the "Teeter Bonds"), the County covenanted not to discontinue its 
participation in the Teeter Plan or, to the extent permitted by law, permit any taxing agency to discontinue 
its participation in the Teeter Plan, (a) at any time prior to the later of (i) the Scheduled Expiration Date ( as 
defined in the Sales and Servicing Agreement executed and delivered in connection with the Teeter Bonds 
issuance), as such date may be extended in accordance with the Sales and Servicing Agreement, and (ii) the 
date upon which all Obligations (as defined in the Teeter Bond Indenture) owed to the Bank (as defined by 
the Teeter Bonds Sales and Servicing Agreement) shall have been satisfied in full and the Credit Facility (as 
defined by the Teeter Bonds Sales and Servicing Agreement) shall have expired, or (b) unless such 
discontinuance is required by applicable law. The foregoing covenant is not made for the benefit of the 
Owners of the 2005 Bonds and the Owners of the 2005 Bonds have no rights to enforce such covenant of the 
County. 

Upon making a Teeter Plan election, a county must initially provide a participating local agency with 
95% of the estimated amount of the then accumulated tax delinquencies ( excluding penalties) for that agency. 
In the case of the initial year distribution of taxes and assessments (if a county has elected to include 
assessments), 100% of the tax and assessment delinquencies ( excluding penalties) are to be apportioned to 
the participating local agency which levied the tax or assessment. After the initial distribution, each 
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participating local agency receives annually I 00% of the secured property tax levies to which it is otherwise 
entitled, regardless of whether the county has actually collected the levies. 

If any tax or assessment which was distributed to a Teeter Plan participant is subsequently changed 
by correction, cancellation or refund, a pro rata adjustment for the amount of the change is made on the 
records of the treasurer and auditor of the county. Such adjustment for a decrease in the tax or assessment 
is treated by the County as an interest-free offset against future advances of tax levies under the Teeter Plan. 

To the extent that the County's Teeter Plan continues in existence and is carried out as adopted, the 
County's Teeter Plan may help protect the Owners of the 2005 Bonds from the risk of delinquencies in 
Special Taxes. 

THE COMMUNITY FACILITIES DISTRICT 

General Information 

The Community Facilities District consists of land located in the City oflrvine, in the central part 
of the County of Orange. The Community Facilities District is bounded generally on the east by Jamboree 
Boulevard, on the west by Obsidian Street, on the south by Michelson Drive and on the north by the 1-405 
freeway. 

The site that Lennar KFPLB, LLC acquired in the Community Facilities District was the former site 
of a Parker- Hannifin Corporation complex which was improved with a mix of 1970's built low-rise offices 
and industrial buildings. Lennar KFPLB, LLC has completed the demolition and removal of the buildings, 
and has completed mass grading. Construction of infrastructure improvements, including streets, water and 
sewer improvements, commenced in the third quarter of 2005. Except with respect to Lot No. 8, Lermar 
Central Park, LLC has an option to acquire the property within the Community Facilities District, which is 
expected to be exercised on or before September 16, 2005 and to close on or before September 30, 2005. 
Lennar KFPLB, LLC, through its managing member, Lennar Central Park, LLC is developing the 
infrastructure and backbone improvements of the property. The site is expected to be developed with a 
mixture of residential, retail office and park uses. Communities within the Community Facilities District are 
expected to be gated, but the project overall will not be gated. See "THE COMMUNITY FACILITIES 
DISTRICT - Property Ownership and Development" herein. 

Utility services for parcels in the Community Facilities District are anticipated to be provided by 
Southern California Edison (electricity), Southern California Gas Company (natural gas), Cox 
Communications (cable), Waste Management (refuse collection), IRWD (sewage), IRWD and Metropolitan 
Water District (water), Orange County Flood Control District (storm water), and SBC (telephone). Schools 
are located in the Santa Ana Unified School District. Students may petition to attend Irvine Unified School 
District. 
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Authority for Issuauce 

The 2005 Bonds are issued pursuant to the Act and the Bond Indenture. In addition, as required by 
the Act, the Board of the School District has taken the following actions with respect to establishing the 
Community Facilities District and authorizing issuance of the 2005 Bonds: 

Resolutions oflntention: On August 24, 2004, the Board adopted Resolution No.04/05-2576 stating 
its intention to establish the Community Facilities District and to authorize the levy of a special tax therein, 
and on the same day the Board adopted Resolution No. 04/05-2575 stating its intention to incur bonded 
indebtedness in an amount not to exceed $16,000,000 within the Community Facilities District for the 
purpose of financing the cost of certain public improvements. See "FACILITIES TO BE FINANCED WITH 
PROCEEDS OF THE 2005 BONDS" herein. 

Resolution of Formation: On September 28, 2004 subsequent to the conclusion of a noticed public 
hearing, the Board adopted Resolution No. 04/05-2580 (the "Resolution of Formation"), which established 
the Community Facilities District, authorized the levy of a special tax within the Community Facilities 
District and called a consolidated election by the landowners for the same date on the issues of the levy of 
the Special Tax, the incurring of bonded indebtedness and the establishment of an appropriations limit. 

Resolution of Necessity: On September 28, 2004, the Board adopted Resolution No. 04/05-2581 
declaring the necessity to incur bonded indebtedness in an amount not to exceed $16,000,000 within the 
Community Facilities District and submitting that proposition to the qualified electors of the Community 
Facilities District. 

Landowner Election and Declaration a/Results: On September 28, 2004, an election was held within 
the Community Facilities District in which the landowners eligible to vote, being the qualified electors within 
the Community Facilities District, unanimously waived all time limits for holding the election and ballot 
arguments, and approved a ballot proposition authorizing the issuance of up to $16,000,000 in bonds to 
fmance the costs of the Improvements, the levy of a special tax and the establishment of an appropriations 
limit for the Community Facilities District. On September 28, 2004, the Board adopted Resolution No. 
04/05-2582 pursuant to which the Board approved the canvass of the votes and declared the Community 
Facilities District to be fully formed with the authority to levy the Special Taxes, to incur the bonded 
indebtedness and to have the established appropriations limit. 

Special Tax Lien and Levy: A Notice of Special Tax Lien was recorded in the real property records 
of Orange County on September 30, 2004 as Document No. 2004000879162. 

Ordinance Levying Special Taxes: On September 28, 2004, the Board adopted a Resolution and 
Ordinance levying the Special Tax within the Community Facilities District. 

Resolution a/Consideration: On May 24, 2005, the Board adopted Resolution No. 04/05- 2611 (the 
"Resolution of Consideration"), which added facilities eligible to be funded by the Community Facilities 
District, reduced the maximum annual Special Tax which may be levied under the First Amended Rate and 
Method and established a date for a public hearing of June 28, 2005. 

Resolution of Change: On June 28, 2005, the Board adopted Resolution No. 04/05-2612 approving 
a change in the authorized facilities, the OCFA JCFA and a reduction in the maximum annual Special Tax 
and calling an election by the landowners for the same date on the issues of the authorized facilities and the 
maximum annual Special Tax. 

Landowner Election and Declaration of Results: On June 28, 2005, an election was held within the 
Community Facilities District in which the landowners eligible to vote, being the qualified electors within 
the Community Facilities District, unanimously waived all time limits for holding the election and ballot 
arguments, and approved a ballot proposition authorizing the addition of facilities and the reduction in the 
maximum annual Special Tax. On June 28, 2005, the Board adopted Resolution No. 04/05-2613, pursuant 
to which the Board approved the canvass of the votes and declared the change proceedings approved. 

Special Tax Lien and Levy: A First Amended Notice of Special Tax Lien was recorded in the real 
property records of Orange County on July 13, 2005 as Document No. 2005000541293. 
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ResolutionAuthorizinglssuance of the 2005 Bonds: On July 26, 2005, the Board adopted Resolution 
No. 05/06-2615 approving issuance of the 2005 Bonds. 

Environmental Conditions 

Environmental Impact Report. A Supplemental Enviromnental Impact Report (SEIR) was prepared 
to address the enviromnental effects associated with the development of the Central Park residential and 
commercial mixed-use project located within the City oflrvine's Irvine Business Complex. The IBC EIR, 
consisting of a General Plan Amendment and Zone Change, was certified by the Irvine City Council on 
October 27, 1992 (EIR No. 88-ER-0087, State Clearinghouse Number 91011023). Development of the 
project site with office and industrial uses was assumed in the certified IBC EIR and no residential uses were 
assumed for the site. A SEIR was prepared to analyze the potential for new significant environmental effects 
associated with changes to the project and/ or changes in circumstances under which the project is undertaken 
associated with the development of the Central Park project as a residential and commercial mixed-use 
project. The SEIR contained information necessary to supplement the IBC EIR in order to evaluate the 
project as revised. The SEIR primarily addressed factors such as noise, air quality, and hazards and 
hazardous materials. No other changes to the IBC EIR, as analyzed in the previously certified IBC EIR, were 
proposed. 

The site was a manufacturing and research industrial complex operated by Parker-Hannifm 
Corporation from 1970 to 2000. Various jet, helicopter, and aerospace components were designed, built and 
tested on the facility. These operations included the use of numerous hazardous chemicals including 
chlorinated solvents and various petroleum hydrocarbons. During removal of two underground storage tanks 
in 1986, petroleum hydrocarbons and a common degreaser (tetrachloroethene (PCE) were detected in shallow 
soil and groundwater near the southwest comer of the site. Numerous soil and groundwater investigations 
were subsequently completed. In 1991, a groundwater treatment system was designed and installed. A soil 
vapor extraction system was designed and installed in 1995. Both treatment systems operated until July 2003 
when they were shut down with permission from the California Regional Water Quality Control Board -
Santa Ana Region (RWQCB). Only residual amounts of soil and groundwater contamination remained onsite 
at that time. 

Lennar KFPLB, LLC completed demolition of all former structures in early May 2005. Lermar 
KFPLB, LLC, on behalf of Parker-Hannifin Corporation removed over 15,000 tons of soil impacted with 
petroleum hydrocarbons and volatile organic compounds from eight areas of the site throughout the 
demolition activities. Four of these eight areas were known before demolition work started. The remaining 
four were discovered during demolition activities. 

Consultants for Lennar KFPLB, LLC met with representatives of the City oflrvine to resolve issues 
with the human health risk assessment ("IIRA") work plan on May 19, 2005. Among other things, the 
meeting dealt with how the parcel-specific HRAs will be completed. Stechmann Geoscience, Inc. is 
preparing individual parcels maps showing the proposed sample locations. 

Parker-Hannifin Corporation has responsibility for enviromnental remediation of the site and has 
entered into an Agreement for Enviromnental Remediation, Indemnification and Site Access, dated as of 
September 14, 2000 between Parker-Hannifm Corporation, and KFPLB Michelson Jamboree LLC. The 
Remediation Agreement provides that it is for the benefit of KFPLB Michelson Jamboree LLC and 
subsequent owners of the property or portions thereof or interest therein in the chain of title from KFPLB 
Michelson Jamboree LLC who execute and deliver an acknowledgment to be bound by the Remediation 
Agreement in the form attached to the Remediation Agreement. The term of the Remediation Agreement 
survives the issuance of a no further action letter issued for a particular matter addressed by such no future 
action letter only to the extent any governmental agency with jurisdiction reopens the file for the property 
concerning the matter which was the subject of the no further action letter and with respect to all further 
claims survives for one month after the statute of limitations for such claim has lapsed. Pursuant to an 
acknowledgment by a "Benefitted Party" (as defined in the Remediation Agreement), the Benefitted Party 
acknowledges that its rights under the Remediation Agreement are its sole and exclusive remedy against 
Parker-Hannifin Corporation. 

Lennar KFPLB, LLC is not aware of any adverse conditions relating to the property that are not being 
addressed through the remediation measures. Furthermore, Lennar KFPLB, LLC reports that it is not aware 
of a current liability with respect to Hazardous Substances with respect to any of the parcels of Taxable 
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Property. However, it is possible that such liabilities do currently exist and that the Conununity Facilities 
District is not aware of them. 

Airport Restrictions. John Wayne Airport is located approximately one mile to the northwest of the 
proposed development. Lennar KFPLB, LLC or its predecessors have obtained necessary approvals from 
the County's Airport Land Use Conunission. The proposed structures within the Conununity Facilities 
District comply with the current height restrictions of the Airport Land Use Conunission. 

Endangered Species Act Permit. The project site had previously been developed with the Parker
Hannifin Corporation complex. No endangered species permits were required in connection with the project. 
Lennar KFPLB, LLC reports that due to the prior use of the property, the property within the Community 
Facilities District is not known to be inhabited by any plant or animal species which either the California Fish 
and Game Conunission or the U. S. Fish & Wildlife Service has proposed for addition to the endangered 
species list. 

Biological Resources. Based upon the prior use of the site and the biological reviews performed, 
the property within the Community Facilities District is not believed to include onsite biological resources. 

Mitigation Relating to Waters of the United States of America. The U.S. Army Corps of Engineers 
has jurisdiction over developments in or affecting the navigable waters of the United States of America 
pursuant to the Rivers and Harbors Act and the Clean Water Act. The development within the Community 
Facilities District was previously developed with the Parker-Hannifin Corporation complex and the project 
is not expected to impact any non-vegetated water of the U.S. The U.S. Army Corps of Engineers determined 
that the activity complied with the terms and conditions of the nationwide permit issued under Section 404 
of the Clean Water Act, provided that the activity met the criteria in the permit terms and conditions. A 
Section 40 I Water Quality Certification from the California Regional Water Quality Control Board (Santa 
Ana Division) was not required for the development. 

Streambed Alteration Agreement. A Section 1603 Streambed Alteration Agreement with the 
California Department of Fish and Game ("CDFG") was not required in connection with the project. 

National Pollution Discharge Elimination System Permit and Storm Water Pollution Prevention 
Plan. Pursuant to the Federal Clean Water Act (Section 402(g)) and State General Construction Activity 
Storm Water Permit, a National Pollution Discharge Elimination System (NPDES) permit and storm water 
pollution prevention plan was required from the California State Water Resources Control Board for grading 
and construction of areas greater than one acre. Lennar KFPLB, LLC had a Storm Water Pollution 
Prevention Plan prepared for the project in conformance with the California NPDES General Permit No. 
WDID No. 8 30C330903 for Storm Water Discharges Associated with Construction Activity (Construction 
Permit). The permit and storm water pollution prevention plan were approved by the California State Water 
Resources Control Board (Division of Water Quality) on November 9, 2004 by Order No. WDID No. 8 
30C330903. 

26 



Other Matters 

Additional Approvals. Lennar KFPLB, LLC has the entitlement approvals required for development 
of the property and plans to sell the parcels to Builders with entitlements. Lennar KFPLB, LLC has approved 
design guidelines for development within the Community Facilities District. Development of the residential 
attached units will require a Conditional Use Permit for each project. Assuming a Builder's proposed 
development is similar to those guidelines, the Appraiser has been advised that the Conditional Use Permit 
process is anticipated to take approximately 6 months. While Lennar KFPLB, LLC does not expect to seek 
additional entitlement or SEIR amendments or modifications, Lennar KFPLB, LLC is evaluating alternatives 
for density transfers among certain lots, which transfers are subject to a specified review process. Additional 
discretionary approval, such as design review for architecture (Builders), is needed for development in the 
Community Facilities District. Lennar KFPLB, LLC does not anticipate that obtaining any of the remaining 
approvals will constrain development of the property as planned. 

Covenants, Conditions and Restrictions. Lennar KFPLB, LLC is in the process of forming the 
Central Park Irvine Community Association, a homeowners' association ("CPCA") formed to manage and 
maintain the CPCA's property. Covenants, conditions and restrictions are expected to be recorded against 
the property prior to sale of individual units. In addition, the future residential units are expected to be 
assessed monthly assessments to cover maintenance of common areas not being maintained by the City of 
Irvine. All of the parcels in the Community Facilities District are or are expected to be subject to recorded 
covenants, conditions and restrictions that provide for a levy of the CPCA's assessments, on a basis 
subordinate to the lien of the Special Taxes. 

Development Agreement 

Lennar KFPLB, LLC, as successor to KFPLB Michelson Jamboree, LLC., and the City of Irvine 
entered into a Development Agreement (the "Development Agreement"), as of September 15, 2004, regarding 
the proposed development. The Development Agreement was approved by Ordinance No. 04-10 on 
September 14, 2004 and was recorded on October 29, 2004 as Document No. 2004-000978366. For purposes 
of the Development Agreement, the proposed development includes the improvement of the proposed 
development sites for the purposes consistent with the proposed development's land use authorization as set 
forth in the Development Plan (as defined in the Development Agreement), including, without limitation, 
grading, construction of infrastructure and public facilities related to the off-site improvements and the on-site 
improvements, the construction of structures and buildings and the installation of landscaping. 

Pursuant to the terms of the Development Agreement, Lennar KFPLB, LLC has the right to develop 
the proposed development in a manner consistent with the approved master plan, and applicable rules, 
regulations and official policies. The Development Agreement provides that as long as the project is 
constructed in a manner consistent with the Development Plan and Existing Land Use Regulations ( as def med 
in the Development Agreement), the project may be constructed at the rate and in the sequence that Lennar 
KFPLB, LLC deems appropriate. Build-out within the project is expected to occur in 2011 pursuant to the 
Market Absorption Study. See APPENDIX D - "Market Absorption Study." 

By entering into the Development Agreement, Lennar KFPLB, LLC obtained a vested right to 
proceed with the project in accordance with the development approvals identified in the Development 
Agreement. However, development remains subject to any remaining discretionary approvals required in 
order to complete the project as contemplated by the foregoing entitlements and subject to changes in City 
laws, regulations, plans or policies specifically mandated and required by changes in State or federal laws or 
regulations. 

Termination of the Development Agreement by one party due to the default of the other party will 
not affect a right or duty emanating from City oflrvine entitlements or approvals on the development project. 

The Development Agreement was approved by Ordinance No. 04-10 on September 14, 2004 and 
entered into pursuant to California Government Code Section 65864, et seq. (the "Development Agreement 
Law"). The applicable statute of limitations relating to a challenge to the Development Agreement has 
expired. The Development Agreement Law provides that a developer can obtain a vested right to develop 
its real property pursuant to a validly executed development agreement. One appellate case in California, 
Santa Margarita Residents v. San Luis Obispo County Bd. of Supervisors, has held that development 
agreements are enforceable under the Development Agreement Law. However, the development agreement 
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in that case did not address the type of vested rights obtained in the Development Agreement. Consequently, 
although the Development Agreement purports to provide Lennar KFPLB, LLC with a vested right to build 
the development as currently planned and as described herein, if the Development Agreement were to be 
challenged in a California court, there can be no assurances that such court would enforce the Development 
Agreement if the City oflrvine fails to fulfill its obligations under the Development Agreement or if more 
restrictive local land use regulations are adopted in the future. Additionally, public entities not bound by the 
terms of the Development Agreement may impose additional conditions on the development. See 
''BONDOWNERS' RISKS - Failure to Develop Properties" and" - Ballot Initiatives and Legislative 
Measures'' herein. 

Acquisition oflmprovements 

For a description of agreements between the School District and IRWD and the School District and 
the Orange County Fire Authority, see "FACILITIES TO BE FINANCED WITH PROCEEDS OF THE 2005 
BONDS." 

Property Ownership and Development 

The information about Lennar KFPLB, LLC, Lennar Central Park, LLC, Lennar Homes of 
California, Inc., LNR Central Park, Inc., LNR Property Corporation, and any ;ointventures, limited liability 
companies or other entities which may be formed in the future, has been provided by representatives of 
Lennar KFPLB, LLC, Lennar Central Park, LLC, Lennar Homes of California, Inc., andLNR Central Park, 
Inc., and has not been independently confirmed or verified by the Underwriter, the Community Facilities 
District or the School District. Such information is included because it may be relevant to an informed 
evaluation of the security for the 2005 Bonds. However, because ownership of the property may change at 
any time, no assurance can be given that the planned development will occur at all, will occur in a timely 
manner or will occur as presently anticzpated and described below or that Lennar KFP LB, LLC, or any ;oint 
venture, limited liability company or other entity will acquire or own the property within the Community 
Facilities District at all. No representation is made herein as to the accuracy or adequacy of such 
information, as to the experience, abilities or financial resources of Lennar KFPLB, LLC, Lennar Central 
Park, LLC, Lennar Homes of California, Inc., LNR Central Park, Inc., or any other entity, 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. 

Neither Lennar KFPLB, LLC nor its constituent members are personally liable for payment of the 
Special Taxes or the 2005 Bonds, and the following information should not be construed to suggest that the 
Special Taxes or the 2005 Bonds are personal obligations or indebtedness of Lennar KFPLB, LLC, or any 
;oint venture, limited liability company or other entity which acquires property within the Community 
Facilities, or that Lennar KFPLB, LLC, will continue to own its property within the Community Facilities 
District or that any ;oint ventures, limited liability companies or other entity will acquire their proposed 
respective parcels of land. It is proposed that Lot No. 8 be developed as affordable housing units. Up to 69 
Affordable housing units are exempt from the levy of the Special Tax. 
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Description of Project. 

Table 1 below sets forth information regarding the projects proposed for development within the 
Community Facilities District. Lennar KFPLB, LLC has acquired the property and except with respect to 
Lot No. 8, has entered into an Assigmnent (Option Agreement with Agreement for Purchase and Sale and 
Escrow Instructions) (the "Option Agreement"), dated as of December 1, 2004, with Lennar Central Park, 
LLC pursuant to which Lennar Central Park, LLC, or its assigns expect to acquire the property on or before 
September 30, 2005. (The foregoing dates can be extended but only in accordance with the terms of the 
Option Agreement). Lennar Central Park, LLC is negotiating various agreements with Lennar Homes of 
California, Inc., LNR Central Park, Inc., and various entities, for the sale of various lots within the 
Community Facilities District. There can be no assurance that such entities or any joint venture, limited 
liability company or other entity formed by any of such entities will close escrow on the respective lots within 
the Community Facilities District at the times indicated or at all. 
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Table 1 
Santa Ana Unified School District 

Commnnity Facilities District No. 2004-1 
(Central Park Project) 

Property Ownership and Development Statns 

Est. Date 

Est. No. 
of 

Issuance 
Lot No./ of Units of First Net 

Name of Type of Units to Author- Bu ii din§ Taxable Status of Development 
Landowner Development be Built(1> ized(1> Permits > Acreage as of June 1, 2005 

Residential Property 

Lennar KFPLB, LLC 3 Lofts !06 118 3rd qtr. of l.62 Mass grading complete; Final 
2006 map recorded May 19, 2005 

Lennar KFPLB, LLC 4 59 66 3rd qtr. of 2.08 Mass grading complete; Final 
Brownstone 2006 map recorded May 19, 2005 
Townhomes 
/6 bldgs. 

Lennar KFPLB, LLC 5 86 96 3rd qtr. of 3.09 Mass grading complete; Final 
Brownstone 2006 map recorded May 19, 2005 
Villas/8 
bid gs 

Lennar KFPLB, LLC 6 51 3rd qtr. of l.62 Mass grading complete; Final 
Brownstone 46 2006 map recorded May 19, 2005 
Villas/8 
bid gs. 

Lennar KFPLB, LLC 7 Two 216 240 1st qtr. of l.98 Mass grading complete; Final 
Mid-Rise 2006 map recorded May 19, 2005 
Towers (Est. 
15 story) 

Lennar KFPLB, LLC 8 56 62 2nd qtr. of 0 Mass grading complete; Final 
AffordabJe(3J 2006 map recorded May 19, 2005 

Lennar KFPLB, LLC 9 161 179 3rd qtr. of 2.43 Mass grading complete; Final 
Lofts/flats/ 2006 map recorded May 19, 2005 
lO bldgs. 

Lennar KFPLB, LLC lO 174 193 3rd qtr. of 2.6 Mass grading complete; Final 
Lofts/flats/ 2006 map recorded May 19, 2005 
7 bldgs. 

Lennar KFPLB, LLC II 91 !02 3rd qtr. of 3.19 Mass grading complete; Final 
Brownstone 2006 map recorded May 19, 2005 
Townhomes 
/12 bldgs. 

Lennar KFPLB, LLC 12 Luxury 78 87 3rd qtr. of l.5 Mass grading complete; Final 
Flats/4 2006 map recorded May 19, 2005 
bid gs. 

Lennar KFPLB, LLC 13 Luxury 21 23 3rd qtr. of l.09 Mass grading complete; Final 
Townhomes 2006 map recorded May 19, 2005 
/3 bldgs. 

Lennar KFPLB, LLC 14 Luxury 23 25 3rd qtr. of l.18 Mass grading complete; Final 
Townhomes 2006 map recorded May 19, 2005 
/3 bldgs. 

Lennar KFPLB, LLC 15 Luxury 81 90 3rd qtr. of l.56 Mass grading complete; Final 
Flats/4 2006 map recorded May 19, 2005 
bid gs. 

Lennar KFPLB, LLC 16 Luxury 23 25 3rd qtr. of l.18 Mass grading complete; Final 
Townhomes 2006 map recorded May 19, 2005 
/3 bldgs. 

Lennar KFPLB, LLC 17 Luxury 21 23 3rd qtr. of l.08 Mass grading complete; Final 
Townhomes 2006 map recorded May 19, 2005 
/3 bldgs. 

Subtotal Residential 1,242 1380 
Units 
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Retail and Commercial 
Property 

Lennar KFPLB, LLC l 9,700 
sf 

90,000 
sf 

3rd qtr. of 
2006(4) 

l.92 Mass grading complete; Final 
map recorded May 19, 2005 

Mass grading complete; Final 
map recorded May 19, 2005 

Lennar KFPLB, LLC 

Commercial 

2 Office 
tower 

4th qtr. of 
2006(4) 

2.47 

(I) 

(2) 

(3) 

(4) 

In accordance with the DevelopmentAgreement and approved entitlements, Lennar KFPLB, LLC would be allowed to construct 
up to 1,380 residential housing units within the Community Facilities District. For planning purposes by the Community 
Facilities District in estimating Special Tax Revenues from Developed Property, development within the Community Facilities 
District has been assumed to be approximately 1,242 residential units, a 10% reduction from the allowed units. The 62 
affordable units proposed for development within Lot 8 are included within the 1,242 units and would be exempt from the 
Special Tax levy. The Absorption Study estimates absorption of 1,238 units. Lennar KFPLB, LLC's estimates regarding 
development vary from time to time. The entitlement allows density transfers among lots and Lennar KFPLB, LLC is evaluating 
alternatives for density transfers which may increase or decrease the number of units built and the square footages of units built. 
Estimated date of issuance of the first building permit is by product category, and not necessarily indicative of when product 
in a particular lot will commence. The third quarter of 2006 is the estimated date of issuance for ( i) the first unit to be built 
among the 372 aggregate units in Lots 9 and 10, (ii) the first unit to be built among the 168 aggregate units in Lots 4 and 11, 
(iii) the first unit to be built among the 159 aggregate units in Lots 12 and 15, and (iv) the first unit to be built among the 88 
aggregate units in Lots Nos. 13, 14, 16 and 17. 
Lennar KFPLB, LLC is negotiating a purchase agreement with respect to Lot No. 8 proposed for development of 62 affordable 
attached units. The affordable units are exempt from the Special Tax levy. The site is approximately 1.0 acre. 
Estimated date of issuance of building permits with respect to Lot Nos. 1 and 2 depends on product configuration which has 
not been finally determined. 

Sources: Development Plan from Lennar KFPLB, LLC 

Lennar KFPLB, LLC; Lennar Central Park, LLC; Lennar Homes of California, Inc. 

Lennar Homes of California, Inc. develops residential communities both within the Lennar family 
of builders and through consolidated and unconsolidated partnerships in which Lennar Homes of California, 
Inc. maintains an interest. In September 2000, KFPLB Michelson Jamboree, LLC acquired the project site 
from Parker-Hannifin Corporation. 

KFPLB Michelson Jamboree, LLC is a Delaware limited liability company. The member of KFPLB 
Michelson Jamboree, LLC is KFP Irvine Associates, LLC a Delaware limited liability company. KFPLB 
Michelson Jamboree, LLC contributed the property to Lennar KFPLB, LLC in December 2004. The 
members of Lennar KFPLB, LLC are Lennar Central Park, LLC, a Delaware limited liability company and 
KFPLB Michelson Jamboree LLC. 

Lennar Corporation and its Subsidiaries. 

Lennar Homes of California, Inc. ("Lennar Homes of California, Inc.") is a California corporation 
based in Aliso Viejo, California, that has been in the business of developing residential real estate 
communities in California since 1995. Lennar Homes of California, Inc., is a wholly-owned subsidiary of 
Lennar Homes Inc., a Florida corporation, which is a wholly-owned subsidiary of Lennar Corporation, a 
Delaware corporation ("Lennar Corporation"), with headquarters in Miami, Florida. Lennar Corporation, 
founded in 1954 and publicly traded under the symbol "LEN" since 1971, is one of the nation's largest home 
builders, now operating under one name. Some of the former brand names ( companies acquired by Lennar 
Corporation) include US Home and Greystone Homes in Southern California. As of November 30, 2004 
(Lennar Corporation's Fiscal Year-end), Lennar Corporation and its subsidiaries employed over 11,796 
individuals, of whom approximately 7 ,918 were involved in homebuilding and land development operations 
and owned approximately 87,740 home sites and had access to an additional 168,327 home sites through 
options or unconsolidated partnerships. Copies of Lennar Corporation's Annual Report and related financial 
statements are on their website at www.lennar.com. 

Lennar Homes of California, Inc., US Home, and Greystone Homes are through various levels of 
ownership, subsidiaries of Lennar Corporation. 

Lennar KFPLB, LLC is a Delaware limited liability company formed by KFPLB Michelson Jamboree 
LLC and Lennar Central Park, LLC. which agreed to undertake the development of the site and the sale to 
builders. A brief description of each is provided below. 

Lennar Homes of California, Inc. has been involved in the acquisition and development of residential 
real estate projects in Southern California since 1995. Representative master-planned communities include: 
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(i) Coto de Caza, an approximately 2,000 home development in South Orange County acquired in March of 
1996 and substantially sold out, (ii) Stevenson Ranch, consisting of approximately 5, 700 homes at build out 
in Los Angeles, County, California, (iii) Bressi Ranch, an approximately 500-acre mixed use community in 
Carlsbad, California which recently obtained entitlement approvals, (iv) Greer Ranch, an approximately 674 
home gate-guarded community in Murrieta, California, which opened in the fall of 2002, and (v) The Bridges 
at Rancho Santa Fe, an exclusive, gated residential enclave located in San Diego, California, consisting of 
approximately 274 custom home sites and semi-custom homes in a private golf course setting. 

Recent projects under development by Lennar Homes of California, Inc. in the Orange County area 
of Southern California include the following: 

Average Time Period of 
Site Name Location Units Average Prices Square Feet Development 

Cantara Irvine/Tustin 72 $792,000 2,800 Under constr. 

Serissa Irvine 88 $739,333 2,100 Under constr. 

Rosemoor Irvine 62 $850,000 2,500 Under constr. 

Verano San Clemente 144 $536,333 1,500 Under constr. 

The Gables Tustin 82 $926,000 2,600 Under constr. 

Lennar KFPLB, LLC. Lennar KFPLB, LLC is a Delaware limited liability company that acquired 
property previously owned by KFPLB Michelson Jamboree, LLC, a Delaware Limited Liability Company. 
KFPLB Michelson Jamboree, LLC acquired the property in September 2000 and contributed it to Lermar 
KFPLB, LLC in December 2004. The members of Lennar KFPLB, LLC are Lennar Central Park, LLC and 
KFPLB Michelson Jamboree, LLC. The member of KFPLB Michelson Jamboree, LLC is KFP Irvine 
Associates, LLC a Delaware limited liability company. 

The site that Lennar KFPLB, LLC acquired in the Community Facilities District was the former site 
ofParker-Hannifm Corporation complex which was improved with a mix of 1970's built low-rise offices and 
industrial buildings. Lennar KFPLB, LLC has completed the demolition and removal of the buildings, and 
has completed mass grading. 

Lennar KFPLB, LLC has entered into the Option Agreement with Lennar Central Park, LLC, except 
with respect to Lot No. 8. Lermar KFPLB, LLC has no present intention of developing the property itself 
other than through the Option Agreement with Lennar Central Park, LLC. Lennar KFPLB, LLC expects to 
sell Lot No. 8 to a builder for construction of affordable housing units. Neither Lennar KFPLB, LLC nor any 
entity with a direct or indirect ownership interest in it has any obligation of any kind whatsoever to advance 
any funds for the development of Lennar KFPLB, LLC's property in the Community Facilities District or to 
pay the Special Tax applicable to such property. The Lennar Central Park, LLC option must be exercised 
on or before September 16, 2005 and closing must occur by September 30, 2005. (The foregoing dates may 
be extended, but only in accordance with the terms of the Option Agreement.) Prior to closing September 
30, 2005, Lennar Central Park, LLC has paid and will have paid fees and performed site work. If Lennar 
Central Park, LLC does not exercise its option, it potentially could lose its $24 million letter of credit. 

Lennar Central Park, LLC is negotiating the sale of the property to Lermar Homes of California, Inc., 
and various other entities, including to be formed affiliates of LNR Central Park, Inc. and the possible 
formation of joint ventures to be formed by Lermar Homes of California, Inc. with other entities. As of 
August 23, 2005, the separate agreements have not been completed and the entities which are anticipated to 
take title to the properties have not been formed. In addition, Lennar Central Park, LLC, may include all or 
a portion of the properties which it proposes to develop in a land banking arrangement. In a land bank 
arrangement, Lennar Central Park, LLC would have an option to re-purchase the property from a land bank 
entity. A takedown schedule with price escalators is typically used. Neither Lennar Central Park, LLC, nor 
its managing member, Lennar Homes of California, Inc., LNR Central Park, Inc. nor any entity with a direct 
or indirect ownership interest in it has any obligation of any kind whatsoever to advance any funds for the 
development of the property in the Community Facilities District orto pay the Special Tax applicable to such 
property. 
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Sale Agreements. On or about December 1, 2004, Lennar KFPLB, LLC took title to the property 
within the Conununity Facilities District. Lennar KFPLB, LLC entered into the Option Agreement with 
Lennar Central Park, LLC whereby Lennar Central Park, LLC has the right to exercise its option on or before 
September 16, 2005 and to acquire the property ( except for Lot No. 8) on or before September 30, 2005. 
Lennar Central Park, LLC is negotiating the terms of various agreements for the sale of various lots to Lennar 
Homes of California, Inc., to be formed affiliates of LNR Central Park, Inc., joint ventures proposed to be 
formed between Lennar Homes of California, Inc. and various builders. Lennar Homes of California, Inc., 
and various entities negotiating the purchase of the property or proposed to be formed intend to develop the 
property. 

Other Obligations of Lennar KFPLB, LLC. The property in the Conununity Facilities District is 
subject to the Development Agreement. The property is also subject to conditions of approval in approving 
ordinances and in the tentative and final maps relating to the project, and adopted by the Irvine City Council 
in 2004 and preceding years. Certain public improvements are expected to be acquired by the IRWD and by 
the Orange County Fire Authority with Bond proceeds. The affordable housing obligation is anticipated to 
be satisfied through construction of affordable housing, such as the proposed project by an affordable housing 
builder. See "FACILITIES TO BE FINANCED WITH PROCEEDS OF THE 2005 BONDS" 

The Development Plan 

General. On December 1, 2004, Lennar Central Park, LLC and Lennar KFPB Michelson Jamboree, 
LLC entered into the Amended and Restated Limited Liability Agreement of Lennar KFPLB, LLC (the 
"Limited Liability Agreement") which set forth the rights and obligations of such parties with respect to the 
development of the property in the Community Facilities District. The site development work has 
commenced and will be substantially completed in the second quarter of 2006. It is anticipated that Lennar 
Central Park, LLC, will acquire Lennar KFPLB, LLC's interest in the property on or before September 30, 
2005 and that Lennar Central Park, LLC will then complete negotiations and enter into various agreements 
with other builders that will continue to develop the property in accordance with applicable development 
plans. 

In accordance with the Development Agreement, Lennar KFPLB, LLC and its successors and assigns 
is allowed to construct up to 1,380 residential housing units within the Conununity Facilities District. For 
planning purposes by the Community Facilities District in estimating Special Tax Revenues from Developed 
Property, development within the Conununity Facilities District has been assumed to be approximately 1,242 
residential units, a 10% reduction from the allowed units. The entitlement allows density transfers among 
lots and Lennar KFPLB, LLC is evaluating alternatives for density transfers which may increase or decrease 
the number of units built and the square footages of units built. As of August 23, 2005, Lennar KFPLB, LLC 
anticipates that the estimated units to be built will be in excess of the estimate utilized by the Conununity 
Facilities District. Depending on decisions which may be made regarding density transfers, the builders that 
acquire the property may construct substantially all of the 1,3 80 allowed residential units, but there is no 
assurance as to the amount of units which will be built. 

Lennar KFPLB, LLC anticipates that the vertical development of the property in the Community 
Facilities District (including residential, retail and commercial building activity) will proceed in phases over 
a period which will continue through the second quarter of 2012. Due to the amount of construction 
materials, construction traffic and other construction activity required to develop the project, it is necessary 
to schedule the construction of the various lots in phases. Discussion and negotiations within Lennar Homes 
of California, Inc. and among the Builders regarding phasing are ongoing. 

It is anticipated that a substantial portion of the attached units will be constructed by Lennar Homes 
of California, Inc., and by joint ventures between Lennar Homes of California, Inc. and other entities. Lot No. 
8 is expected to be sold to an affordable housing builder. The mid- rise tower is anticipated to be constructed 
by ajointventure between Lennar Homes of California, Inc. and another builder. The approximately 19, 700 
square foot retail property is anticipated to be constructed by a to be formed affiliate of LNR Central Park, 
Inc. or another builder. The office tower is anticipated to be constructed by a to be formed affiliate ofLNR 
Central Park, Inc. or another builder. Negotiations regarding purchase by a to be formed affiliate of LNR 
Central Park, Inc. are continuing and definitive purchase agreements have not been executed. 
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Park/Open Space Property. 

Lennar KFPLB, LLC reports that it allocated and developed acreage for park purposes within the 
project area consistent with City oflrvine requirements, and that approvals for the 2.02 acre central park site 
and the other park sites are under review by the City oflrvine staff. 

Infrastructure Property. 

Lennar KFPLB, LLC reports that it anticipates completing construction of the backbone 
infrastructure, including grading, storm drain, sewer, water, streets, and utilities (but excluding landscaping) 
by the second quarter of 2006, with some additional work being completed thereafter. 

Development Budget. 

Itis estimated that as ofJune 1, 2005, Lennar KFPLB, LLC had expended approximately $9,070,535 
in improvement costs, exclusive of land acquisition costs, debt service and general and administrative costs. 

The following table sets forth Lennar KFPLB, LLC's budget for approximately $30,839,994 of the 
estimated costs for developing the property to a super pad condition, as of June 1, 2005. The $30,839,994 
estimated costs in the following table does not include land acquisition costs, costs to be paid through 
proceeds of the 2005 Bonds, or costs to be paid through proceeds of the City Community Facilities District). 
Table 2 is a projection only and no assurance can be given that these results will be achieved. Actual cash 
flow will depend on future events such as the rate ofland sales and actual costs of infrastructure development. 
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Table 2 

Pro Forma Development Costs1 

(Estimated as of J nne 1, 2005) 
Cost 

Incurred Cost Est. Cost Est. Cost Est. Cost Est. Cos Est. Cost Est. Cost Est. Cost. Est. Est. Total 
through through 3rdQtr. 4th Qtr. 1'1 Qtr. 2nd Qtr. 3rd Qtr. 4th Qtr. 1'1 Qtr. Infrastructure 

June 1, 2005 June30, 2005 2005 2005 2006 2006 2006 2006 2007 & In-Tract 

Master hnprovements 
Planning, Engineering and Indirect $3,736,367 $132,720 $395,659 $390,659 $374,752 $374,752 $374,752 $374,752 $6,154,413 
Costs 
Fees, Bonds, Permits, hnpact Fees 2,368,478 22,700 68,099 68,099 33,116 33,116 33,116 33,116 2,659,838 
Demolition, Grading, Erosion 1,954,979 473,065 1,419,194 413,300 121,187 121,187 121,187 121,187 4,745,285 
Control 
Water and Sewer 359, 171 357,771 1,073,314 1,790,256 
Storm Drain, Street 173,782 173,285 4,665,197 680,786 5,693,049 
Improvements, D:iy Utilities 
Amenities, Entry Features, Walls, 183,855 21,630 1,154,211 1.,956,040 7,963,315 
landscape, Parks 1,956,040 1,581,923 1,009,615 100,000 
Other 293 904 293 904 881 713 (5,135,684) 1 375 000 1 375 000 1 375 000 $ 1 375 000 ____Lfill, 83 8 

Total $9,070,535 $1,475,074 $9,657,386 $3,508,884 $(2,650,589) $3,485,978 $2,913,670 $2,004,055 $1,375,000 $30,839,994 

w 
Vi 

1 
Pro formaresidential development costs only. Does not include land acquisition costs. The table does not include costs which Lennar KFPLB, LLC estimates will be fmanced through proceeds of the 2005 

Bonds or proceeds ofbonds issued by City of Irvine Community Facilities District No. 2004-1. ForplllJloses of the Appraisal, the Appraiser has assumed that the City of Irvine Community Facilities District 
No. 2004-1 bonds are not issued and Lennar KFPLB, LLC or subsequent owners will bear such costs. 

Source: Lennar KFPLB, LLC. 



The discussion and budgets set forth above merely reflect Lennar KFPLB, LLC's estimate regarding 
development of the property. There can be no assurance that Lennar KFPLB, LLC and the Builders will have 
the resources, willingness or ability to successfully implement the development plan as described above. 

As of June I, 2005, Lennar KFPLB, LLC owned the property within the Community Facilities 
District. Pursuant to the provisions of the Option Agreement, Lennar KFPLB, LLC granted Lennar Central 
Park, LLC or its assignees, the right, but not the obligation, to purchase all of the lots subject to such Option 
Agreement. (Lot No. 8 is not subject to the Option Agreement.) As indicated above, the residential units are 
proposed to be developed by the Builders. 

The sites that Lennar KFPLB, LLC acquired in the Community Facilities District required demolition 
and removal of the then existing buildings and construction of various public and private improvements 
before the sites could be ready for development. The description of those improvements to be constructed 
and the schedule for completing each improvement is summarized in Table 2 above. 

Description of the Pro;ects. Title to the parcels in the Community Facilities District was transferred 
from KFPLB Michelson Jamboree, LLC to Lennar KFPLB, LLC on or about December I, 2004. As of June 
15, 2005, demolition and removal of the Parker-Hannifin Corporation buildings was complete and mass 
grading was underway on the sites. As of June 15, 2005, there was no vertical construction. The first 
production units are not scheduled to commence construction until the first quarter of 2006. Some of the 
models for the various developments are expected to be located off-site. Residential units are estimated to 
range from 925 to 2, 150 square feet. Information regarding estimated absorption is provided in Tables 4 and 
Table 8 below. 
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(1) 

(2) 

The development, together with the estimated unit sizes are set forth below. 

Table 3 
Santa Ana Unified School District 

Community Facilities District No. 2004-1 
(Central Park Project) 

Description of Development Average Square Footage 

Range of Estimated 
Gi,neral Avg. Unit Size Total Units 

Lot Number Description (Square Feet)''' Est./ AuthorizedC2
> 

Residential Property 

Lot No. 3 Lofts 1,230 - 1,245 106 118 

Lot Nos. 4 and 11 Brownstone Townhornes 1,400 150 168 

Lot Nos. 5 and 6 Brownstone Villas 1,400 132 147 

Lot No. 7 Two Mid-Rise Towers 1,500 - 1,549 216 240 

Lot No. 8 Affordable housing NIA 56 62 

Lot No. 9 and 10 Lofts/Flats 925 - 1,230 335 372 

Lot No. 12andl5 Luxury Flats 1,595 - 1,945 159 177 

Lot No. 13, 14, 16 and Lmmry T ownhornes 2,150 88 96 
17 

Total Residential Units 1,242 1,380 

Retail and Commercial Property 

Loll Commercial NIA 19,700 sf 

Lot 2 Office tower NIA 90,000 sf 

Estimated average unit sizes reflect average sizes among product type and are subject to change. With respect to Lot Nos. 9 
and 10 and Lot Nos. 12 and 15, the estimated average unit sizes reflect estimates for that product type and do not necessarily 
reflect the estimated range of units within each such Lot. 
In accordance with the DeveloprnentAgreernentandapprovedentitlernents, Lennar KFPLB, LLC would be allowed to construct 
up to 1,380 residential housing units within the Conununity Facilities District. For planning purposes by the Conununity 
Facilities District in estimating Special Tax Revenues from Developed Property, development within the Conununity Facilities 
District has been assumed to be approximately 1,242 residential units, a 10% reduction from the allowed units. The affordable 
units proposed for development within Lot 8 would be exempt from the Special Tax levy. The Absorption Study estimates 
absorption of 1,238 units. Lennar KFPLB, LLC's estimates regarding development vary from time to time. The entitlement 
allows density transfers among lots and Lennar KFPLB, LLC is evaluating alternatives for density transfers which may increase 
or decrease the number of units built and the square footages of units built. 

The foregoing estimates were provided by Lermar KFPLB, LLC. The Market Absorption Study 
contains projected absorption at build out of production homes. The Absorption Study also contains 
assumption regarding average sales price ranges. Lennar KFPLB, LLC is negotiating agreements regarding 
sales of lots to various entities and estimates regarding base average sales price ranges are not available as 
of August 23, 2005. See "THE COMMUNITY FACILITIES DISTRICT - Market Absorption Study" and 
APPENDIX D - 'Market Absorption Study." 

Status of Permits and Approvals. A fmal map encompassing all of the property within the 
Community Facilities District was approved by the City Council on May 10, 2005 and recorded on May 19, 
2005. Backbone infrastructure improvements, including water, sewer, drainage, street improvements, paving 
and street lights are under construction in the Community Facilities District. All of such improvements are 
estimated to be substantially completed by the end of the second quarter of 2006. In order to complete the 
development, the respective Builders must construct the production residential units or retail and commercial 
buildings. Lennar KFPLB, LLC must complete interior streets and utilities. 

As of June 1, 2005, Lennar KFPLB, LLC has estimated the costs to develop the parcels to the stage 
of super pads with the foregoing backbone infrastructure to be $30,839,994 excluding land acquisition costs, 
estimated facilities financed with proceeds of the 2005 Bonds and with proceeds of the City Community 
Facilities District. 
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As ofJune 1, 2005, Lennar KFPLB, LLC has expended in the aggregate approximately $9,070,535 
in development, infrastructure and fmancing costs relating to development of the property within the 
Community Facilities District, exclusive ofland acquisition costs, debt service and general and administrative 
costs. 

Major infrastructure which remains to be constructed includes the interior streets, traffic signals, 
storm drains, water lines and sewer lines. 

Lennar KFPLB, LLC has received will-serve letters from IRWD to provide water and wastewater 
services to the property. 

Lennar KFPLB, LLC has entered into an agreement with the Orange County Fire Authority relating 
to the provision of fire suppression and prevention services by the Orange County Fire Authority to the 
property within the Community Facilities District. 

Environmental Review. Most required development approvals were obtained over the last several 
years. See "THE COMMUNITY FACILITIES DISTRICT -Enviromnental Conditions" above. The project 
had previously been used as a research and office facilities and is subject to mitigation and monitoring 
relating to that use. Parker-Hannifin Corporation is responsible for cleanup of the site. There were no issues 
relating to sensitive plant or animal species on the property. An archaeologist was on site during grading and 
remains on site. Lennar KFPLB, LLC is not aware of any additional enviromnental permits required to 
proceed with development of the property other than the usual permits required from the City oflrvine and 
applicable local agencies. No lots are in the 100-year flood plain. 

Plan of Finance. Lennar KFPLB, LLC has a project loan on the property within the Community 
Facilities District from Fremont Investment & Loan, a California Industrial Bank with a principal balance 
as of June 15, 2005 of $105,000,000. Lennar KFPLB LLC and Fremont Investment & Loan, entered into 
an Assigmnent (Option Agreement with Agreement for Purchase and Sale and Escrow Instructions), in 
connection with the $105 million loan. The loan matures on the date the property is transferred pursuant to 
the Option Agreement or December 5, 2005, whichever first occurs. 

The foregoing plans and Lennar KFPLB, LLC's projections are subject to change. There can be no 
assurance that Lermar KFPLB, LLC, Lennar Central Park, LLC, Lennar Homes of California, Inc. or the 
Builders have the willingness or ability to successfully implement the development plans described above. 
In the event that cost overruns occur which exceed the funds described in the section captioned "P Zan of 
Finance" above, Lennar Central Park, LLC, Lennar Homes of California, Inc., and the Builders will need to 
raise additional funds. No assurance can be given that such funds could be raised or would be raised on a 
timely basis. Continued development in the Community Facilities District may also be adversely affected 
by changes in general economic conditions, fluctuations in the real estate market and other similar factors. 
See "BONDOWNERS' RISKS" herein for a discussion of risk factors. 

If and to the extent that internal financing and land sales revenues are inadequate to pay the costs to 
complete the planned development of the lots within the Community Facilities District, portions of the project 
may not be developed. While Lennar Corporation 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 it 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 Lennar Corporation to provide internal financing in the past, Lennar Homes has not 
represented in any way that Lennar Corporation will do so in the future. 
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Absorption. 

The estimated units per quarter, estimated quarter in which absorption will commence and estimated 
quarter in which final units will be absorbed are set forth below: 

Lot 
No. 

2 

3 

4andll 

5 and6 

7 

8 

9 and 10 

12 

13, 14, 16 
and 17 

15 

Table 4 
Santa Ana Unified School District 

Community Facilities District No. 2004-1 
(Central Park Project) 

Description of Estimated Absorption Commencement Date and 
Absorption Completion Date by Quarter 

Units 
Estimated Units/Sq. Ft. per Qtr. Commencing 

19,700 sq. ft. NIA 1st Qtr., 2008(1) 

90,000 sq. ft. NIA l' Qtr., 2008(1) 

106 lofts 9 4ili Qtr., 2007 

150 brownstone townhornes 18 4ili Qtr., 2006 

132 brownstone villas 18 4ili Qtr., 2006 

216 mid-rise towers 30 l' Qtr., 2008 

56 affordable units 18 4ili Qtr., 2007 

335 lofts/flats 27 4ili Qtr., 2007 

78 luxury flats 9 4ili Qtr., 2007 

88 luxury townhornes 15 4ili Qtr., 2006 

81 luxury flats 9 4ili Qtr., 2007 

Concluding 

2"d qtr 2008(1) 

2nd Qtr. 20090) 

3,d Qtr., 2010 

4ili Qtr., 2008 

3,d Qtr., 2008 

4ili Qtr., 2009 

3,d Qtr., 2008 

4ili Qtr., 2010 

4ili Qtr., 2009 

1" Qtr., 2008 

4ili Qtr., 2009 

(I) Estimated dates depends on date of issuance of building permits with respect to Lot Nos. 1 and 2 which depends on product 
configuration which has not been finally determined and is subject to change. 

The foregoing absorption estimates were provided by Lennar KFPLB, LLC. The Market Absorption Study 
contains projected absorption at build out of production homes which varies from the absorption estimated 
above. See "THE COMMUNITY FACILITIES DISTRICT - Market Absorption Study" and 
APPENDIX D - 'Market Absorption Study." 

History of Property Tax Payment; Loan Defaults; Bankruptcy. The officer executing a certificate on 
behalf of Lennar KFPLB, LLC certifies that, to his actual knowledge: 

• Lennar KFPLB, LLC, has numerous Affiliates ( as defined in the Lennar KFPLB, LLC 
Continuing Disclosure Agreement attached hereto as Appendix G), consisting of various entities that are 
developing or have been involved in the development of numerous different projects in states throughout the 
country over an extended period of time. It is likely that any such Affiliates have been delinquent at one time 
or another in the payment of ad valor em property taxes, special assessments or special taxes. Lennar KFPLB, 
LLC does not have actual knowledge that any such Affiliate is currently delinquent in any material amount 
in the payment of ad valorem property taxes, special assessments or special taxes in the State. 

• Neither Lennar KFPLB, LLC nor any of its Affiliates is currently in material 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 
property in the Community Facilities District as described in the Official Statement or to pay the Special 
Taxes for which it is responsible. No Affiliate has any loans, lines of credit, or other obligation related to the 
development in the Community Facilities District. 
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• Lennar KFPLB, LLC is solvent and neither Lennar KFPLB, LLC nor any of its current 
Affililates, including Lennar Homes of California, Inc., has filed bankruptcy or been declared bankrupt, or 
has any proceeding pending or to the actual knowledge of the officer executing a certificate on behalf of 
KFPLB, LLC threatened in which Lennar KFPLB, LLC or any Affiliate 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 Lennar KFPLB, LLC 
or any Affiliate having been accomplished) against Lennar KFPLB, LLC or any Affiliate or, to the actual 
knowledge of the officer signing on behalf of Lennar KFPLB, LLC threatened, which if successful, would 
materially adversely affect the ability ofLermar KFPLB, LLC or any Affiliate to complete the development 
and sale of the property proposed for development by such entities within the Community Facilities District 
or to pay special taxes or ad valorem tax obligations when due on such property within the Community 
Facilities District. 

LNR Central Park, Inc. 

LNR Central Park, Inc., is a California corporation. LNR Central Park, Inc. is a member of Lennar Central 
Park, LLC. LNR Central Park, Inc. has a right of first offer with respect to Lot Nos. 1 and 2. LNR Central 
Park, Inc. is negotiating the purchase of Lot Nos. 1 and 2 and if successful in acquiring those lots may form 
a separate legal entity or entities to acquire and develop of the commercial property located within Lot Nos. 
1 and 2. The managing member of any entity formed is expected to be LNR Central Park, Inc. 

LNR Central Park, Inc. is an indirect wholly owned subsidiary ofLNR Property Corporation, a Delaware 
corporation. LNR Property Corporation had been listed on the New York Stock Exchange (trading symbol 
"LNR") but on February 3, 2005, LNR Property Corporation completed a merger that was the subject of a 
Plan and Agreement of Merger dated as of August 29, 2004 as a result of which LNR Property Corporation 
became a private company, not subject to the reporting requirements of the Securities and Exchange 
Commission. 

LNR Central Park, Inc. or any entity formed by LNR Central Park, Inc. has no legal obligation to acquire 
any property in the Community Facilities District and LNR Central Park, Inc. has no legal or contractual 
obligation to contribute funds to any pro;ect or ;oint venture, or to complete construction of any pro;ect or 
to pay the Special Taxes. 

Plan of Finance; Absorption. LNR Central Park, Inc. is negotiating the purchase of Lot Nos. 1 and 2. As 
of August 23, 2005, LNR Central Park, Inc. has not determined the manner in which it will finance the 
purchase of Lot No. 1 and Lot No. 2 from Lennar KFPLB, LLC and the construction of the commercial 
building and the office tower. Such financing may be through a combination of cash, equity and debt 
financing. As of August 23, 2005, LNR Central Park, Inc. has not determined the expected absorption 
schedule with respect to Lot Nos. 1 and 2. 

There is no assurance that LNR Central Park, Inc. will acquire any property within the Community 
Facilities District or that amounts necessary to finance the remaining site development and construction costs 
within the commercial portions of the pro;ectwill be available from any source, when needed. LNR Central 
Park, Inc. is under no legal obligation of any kind to acquire Lots I and 2 within the Community Facilities 
District. Any contribution of capital by LNR Central Park, Inc. or any members of any limited liability 
company or ;oint venture or any other entity, or any borrowings by any such entity whether to fund costs of 
development within Lot No. I or Lot No. 2, or to fund costs of development within any residential lots or to 
pay Special Taxes, is entirely voluntary. 
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Estimated Special Tax Allocation by Property Ownership 

As of August 23, 2005, Lennar KFPLB, LLC owned all of the property within the Community Facilities 
District, with an option to Lennar Central Park, LLC, or its assigns ( except with respect to Lot No. 8). Lennar 
Central Park, LLC is negotiating various agreements with Lennar Homes of California, Inc., and various 
builders. If a Special Tax were levied in Fiscal Year 2005-06, the actual allocation among Lennar KFPLB, 
LLC, Lennar Central Park, LLC or any other entities can not be determined as of August 23, 2005. Interest 
is capitalized for 24 months from the date of issuance of the 2005 Bonds and the first year in which Special 
Taxes will be levied is 2007-08. The actual allocation of Special Taxes will depend on the sale of lots by 
Lennar KFPLB, LLC and the development and sale of the property in the intervening period. A builder of 
affordable housing is negotiating the acquisition of Lot No. 8 for development of affordable housing units. 
If developed as affordable housing units, such units would be exempt from the levy of the Special Tax. 
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Table 5 
Commuuity Facilities District No. 2004-1 

(Ceutral Park Project) 
Owuers of Taxable Property as of August 23, 2005 
aud Estimated Allocatiou of Special Tax Liability 

Based ou Fiscal Year 2005----06 ''' 

Estimated Estimated Percent of 
Number Developed Undeveloped Developed 

Property Owner/ Lot Planning of Units Special Special Sp. Tax 

Merchant Builder No. Area UnitsC2l AuthorizedC2l Acreage Tax Tax Obligat:ion<3l 

Lennar KFPLB, LLC 3 2 106 118 1.62 $57,229.40 $71,311.57 6.21% 

Lennar KFPLB, LLC 4 4 59 66 2.08 $46,464.86 $52,402.77 5.04% 

Lennar KFPLB, LLC 5 4 86 96 3.09 $58,247.80 $77,848.35 6.32% 

Lennar KFPLB, LLC 6 4 46 51 1.62 $31,155.80 $40,813.70 3.38% 

Lennar KFPLB, LLC 7 216 240 1.98 $208,027.44 $172,113.64 22.57% 

Lennar KFPLB, LLC 8 56 62 NIA NIA NIA NIA 
Lennar KFPLB, LLC 9 2 161 179 2.43 $86,923.90 $106,967.36 9.43% 

Lennar KFPLB, LLC 10 2 174 193 2.60 $93,942.60 $114,450.67 10.19% 

Lennar KFPLB, LLC 11 3 91 102 3.19 $71,666.14 $76,941.68 7.78% 

Lennar KFPLB, LLC 12 2 78 87 1.50 $61,428.12 $66,029.24 6.66% 

Lennar KFPLB, LLC 13 4 21 23 1.09 $20,224.89 $27,461.07 2.19% 

Lennar KFPLB, LLC 14 4 23 25 1.18 $22,151.07 $29,728.50 2.40% 

Lennar KFPLB, LLC 15 2 81 90 1.56 $92,229.84 $68,670.40 10.01 % 

Lennar KFPLB, LLC 16 3 23 25 1.18 $22,151.07 $28,461.19 2.40% 

Lennar KFPLB, LLC 17 3 21 23 1.08 $20,224.89 $26,049.22 2.19% 

Retail and 
Commercial Property 

Lennar KFPLB, LLC 5 0 0 1.92 $5,319.00 $15,026.75 0.58% 

Lennar KFPLB, LLC 2 5 0 0 2.47 $24 300.00 $19 331.28 2.64% 

Total NIA NIA 1,242 1,380 30.59 $921,686.82 $993,607.39 100.00% 

(1) Interest is capitalized for 24 months from the date of issuance of the 2005 Bonds. The first year in which Special Taxes will 
be levied is Fiscal Year 2007-08. 

(2) 

(,) 

(<) 

In accordance with the Development Agreement and approved entitlements, Lennar KFPLB, LLC would be allowed to construct 
up to 1,380 residential housing units within the Conununity Facilities District. For planning purposes by the Conununity 
Facilities District in estimating Special Tax Revenues from Developed Property, development within the Conununity Facilities 
District has been assumed to be approximately 1,242 residential units, a 10% reduction from the allowed units. The affordable 
units proposed for development within Lot 8 would be exempt from the Special Tax levy. The Absorption Study estimates 
absorption of 1,238 units. Lennar KFPLB, LLC's estimates regarding development vary from time to time. The entitlement 
allows density transfers among lots and Lennar KFPLB, LLC is evaluating alternatives for density transfers which may increase 
or decrease the number of units built and the square footages of units built. 
Includes debt service plus estimated administrative expenses less capitalized interest. 
Total may not add due to rollllding. 

Source: David Taussig & Associates, Inc. 
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Direct and Overlapping Debt 

Table 6 below, which sets forth the existing authorized indebtedness payable from taxes and 
assessments that may be levied within the Community Facilities District, was prepared by National Tax Data 
and is based on taxes levied for Fiscal Year 2004-05 (the "Debt Report"). The Debt Report is 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 oflrvine, may issue 
additional indebtedness at any time, without the consent or approval of the Community Facilities District or 
the School District. See" -Overlapping Assessment and Community Facilities Districts" below. 

The Debt Report generally includes long-term obligations sold in the public credit markets by public 
agencies whose boundaries overlap the boundaries of the Community Facilities District in whole or in part. 
Such long term obligations generally are not payable from property taxes, assessment or special taxes on land 
in the Community Facilities District. 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 Community Facilities District, the City oflrvine 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 the Continuing Disclosure 
Agreement. 
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I. Assessed Value 

Table 6 
Commuuity Facilities District No. 2004-1 

(Ceutral Park Project) 
Detailed Direct aud Overlappiug Debt 

2004-2005 Secured Roll Assessed Value 

IL Secured Property Taxes 
Description on Tax Bill Type Total 

Parcels 
Total Levy 

Basic Levy PROP13 793.168 2.871.442.413 

City of Irvine Landscape Lighting District No. LLD 46.539 3.636.104 

Metropolitan Water District of Southern California Debt GO 518.591 11.116.658 
Service 

Metropolitan Water District of Southern California Water STANDBY 519.108 6.273.874 
Stand6y 

Orange County Vector Control Assessment VECTOR 741.240 1.482.511 

Orange County Vector Control Mosquito & Fire Ant 
Assessment 

VECTOR 740.938 4.299.321 

Ranc~o Santiago Community College Debt Service 2002 GO 
Elect10n 

118.602 10.992.678 

Santa Ana Unified School District Debt 1999, Series 2000 GO 41.093 2.896.589 

Santa Ana Unified School District Debt 1999, Series 2002A GO 41.093 1.518.177 

Santa Ana Unified School District Debt 1999, Series 2002B GO 41.093 3.555.260 

2004-2005 TOTAL PROPERTY TAX LIABILITY 

O/o Applicable 

0.01615% 

0.04829% 

0.02420% 

0.00681% 

0.00042% 

0.00397% 

0.11501% 

0.28870% 

0.28870% 

0.28870% 

TOTAL PROPERTY TAX LIABILITY AS A PERCENTAGE OF 2004-2005 ASSESSED VALUATION 

III. Laud Secured Boud Iudebteduess 

Parcels 

Outstanding Direct and Overlapping Bonded Debt 

Santa Ana Unified School District CFD No. 2004-1 

Type 

CFD 

Issued Outstanding 0/o Applicable Parcels 

TBD 

TOTAL LAND SECURED BOND INDEBTEDNESS (I) 

TOTAL OUTSTANDING LAND SECURED BOND INDEBTEDNESS (1) 

IV. Geueral Obligatiou Boud Iudebteduess 
Outstanding Direct and Overlapping Bonded Debt Type 

Metropolitan Water District of Southern California Debt Seivice GO 

Santa Ana Unified School District Debt 1999 GO 

TOTAL GENERAL OBLIGATION BOND INDEBTEDNESS (I) 

TOTAL OUTSTANDING GENERAL OBLIGATION BOND 
INDEBTEDNESS (1) 

Issued 

$850,000,000 

$145,148,156 

TBD 100.00000% 

Outstanding 0/o Applicable Parcels 

$447 ,47 5 ,000 

$140,943,156 

0.00314o/o 

0.23974% 

TOTAL OF ALL OUTSTANDING AND OVERLAPPING BONDED DEBT 

(1) Additional bonded indebtedness or available bond authorization may exist but are not shown because a tax was not levied for the referenced fiscal year. 

Source: National Tax Data, Inc. 
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$46,380,028 

Levy 

$463.800.28 

$).755.84 

$2.690.04 

$427.00 

$6.24 

$1 70.72 

$12.643.19 

$8.362.32 

$4.382.91 

$10.263.90 

$504,502.44 

1.09o/o 

Amount 

TBD 

$0 

$0 

Amount 

$14,042 

$337 ,895 

$351,937 

$351,937 

$351,937 



Table 7 below sets forth estimated Fiscal Year 2005-06 overall tax rates applicable to a single-family 
residential unit with 1,250 building square feet. The Special Tax rates, and therefore the overall tax rates, 
are higher for larger homes. Table 7 also 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. 2004-1 
of the Santa Ana Unified School District 

(Central Park Project) 
Estimated Fiscal Year 2005-06 Tax Rates 

(Single-Family Residential Unit Containing 1,250 Building Square Feet) 

ASSESSED VALUATION AND PROPERTY TAXES 

Estimated Sale Price [ l] 

Homeowner's Exemption 

Assessed Value [2] 

$417,500 

($7,000) 

$410,500 

AD VALOREMPROPERTY TAXES 

General Purposes 

Ad Valorem Tax Overrides 

RSCCD 2002 Bond 2003A 

Santa Ana USD 99 Bond 2002B 

Santa Ana USD 99 Bond 2000 

Santa Ana USD 99 Bond 2002A 

Metro Water District-Orange County 
I otal Ad Valorem Property I axes 

ASSESSMENTS, SPECIAL TAXES, AND PARCEL CHARGES 

Santa Ana Unified School District CFD No. 2004-1 

Orange County Vector Control Mosquito & Fire Ant Assessment 

Metropolitan Water District of Southern California Water Standby 

City oflrvine Landscape Lighting District No. 

Orange County Vector Control Assessment 

City oflrvine CFD No. 2004-1 

PROJECTED TOTAL PROPERTY TAXES 

Projected Total Effective Tax Rate (as of% of Sale Price) 

[1] Base Sales price for a single family detached unit with a taxable area of 1,250 square feet. 

Percent of 

Total AV 

100000% 

0.02726% 

0.02213% 

0.01803% 

0.00945% 

0.00580% 
108267% 

[2] Assessed Value reflects estimate total assessed value for the parcel net ofhomeowner's exemption. 

Source: David Taussig & Associates, Inc. 

45 

Projected 

Amount 

$4,105.00 

$11190 

$90.84 

$225.78 

$38.79 

$23.81 
$4,596.12 

$539.90 

$5.42 

$10 07 

$86.63 

$192 

$1,087.00 

$6,316.47 

1.51% 



Overlapping Assessment and Commnnity Facilities Districts 

Additional Debt Payable from Taxes or Assessments. The Community Facilities District has no 
control over the amount of ailditional 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, 
mcfuding, but not fitnited to, the County, the City of Irvine 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 wiihin the Community Facilities District from consenting to the 
issuance of additional debt by other govermnental 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 titne the 2005 Bonds are issued between the value or 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 tlie delinquent Special Taxes. See "BONDOWNERS' RISKS." 

Other Overlapping Direct Assessments 

Contained within the Community Facilities District are numerous overlapping local agencies 
providing public services. Some of such local agencies have outstanding bonds issued m the form of general 
obligation and special assessment bonds. Additional indebtedness could be authorized by the School District, 
the City of Irvine or other public agencies at any time. 

Metropolitan Water DistrictofSouthern California Water Standby. Property within the Community 
Facilities District is subject to the Metropolitan Water District of Southern California Water Standby. This 
pay-as-you-go assessment is used for water conservation programs

1 
emergency programs, water treatment 

anil capital improvements such as transporting water from Coloraao and Northern California to Southern 
California. The annual assessment for Fiscal Year 2005-06 is $10.07 per acre or per parcel for parcels less 
than one ( 1) acre. This assessment is fixed unless registered voters of tlie State of California elect to increase 
the assessment. 

Oran,;e County Vector Control Assessment. Property within the Community Facilities District will 
be subject to the Orange County Vector Control Assessment. This pay-as-you-go assessment funds efforts 
to protect residents from any animal capable of transmitting human disease, mjury or discomfort. This 
assessment also funds a system of public unprovements aimed-at the surveillance, prevention, abatement and 
control against specified vectors. The annual assessment for Single Family Residential Units in Fiscal Year 
2005-06 1s $1.92 per unit. Commercial property is assessed at a rate of $1.92 (the rate for Single Family 
Residential Units) per 1/5 of an acre for ihe first five (5) acres and $1.92 per acre for each additional acre. 
This assessment is not expected to increase. 

Orange County Vector Control Mosquito & Fire Ant Assessment. Property within the Community 
Facilities District will be subject to the Orange County Vector Control Mosquito & Fire Ant Assessment. 
This pay-as-you-go assessment is levied by the County of Orange to provide funding for surveillance, 
prevent10n, abatement and control for insect populations mcluding the red itnported fire ant, mosquitoes and 
other disease carrying insects. The assessment funds treatment and control against new pathogens such as the 
West Nile Virus and also monitors new and emerging vectors such as the Asian Tiger Mosquito. 

The annual assessment for Single Family Residential Units in Fiscal Year 2005-06 is $5.42 per unit. 
Commercial property is assessed at a rate of $2. 71 ( one half of the rate for Single Family Residential Units) 
per 1/5 of an acr_e for the first five (5) acres and $2.71 per acre for each additional acre. This assessment is 
not expected to mcrease. 

City of Irvine Landscape Lighting District No. I. Property within the Community Facilities District 
will be subject to the City oflrvine Lighting and Landscaping District No. 1 Assessment. The annual 
assessment for Fiscal Year 2005-06 is $86.63 per unit for all residential property, while commercial property 
is assessed at a rate of $286.69 per acre. This pay-as-you-go assessment 1s used to fund the regular 
maintenance and service of all landscaping, public lighting facilities, parks and recreation facilities, irrigation 
systems, sidewalks and appurtenant facilities and all plant life located within the boundary of the City of 
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Irvine. These rates are subject to escalation each year at the lesser of 3.5% or the annual increase in the 
Consumer Price Index. 

City of Irvine CFD No. 2004-1. The City oflrvine formed Community Facilities District No. 2004-1 
to finance, via the issuance of bonds, infrastructure improvements and eligible impact fees attributable to the 
property within City oflrvine Community Facilities District 2004-1. The assessment on residential property 
1s levied on a per unit basis depending on the square footage of the residential unit. The assessment on non
residential property is levied on a per square foot basis. The following table outlines the assessments for 
residential and non-residential property within CFD No. 2004-1 for Fiscal Year 2005-06: 

Land Use Residential Floor Maximum 
Class Description Area/Unit Type Special Tax 

I Residential Property More than 2,000 s.f. $2,411 per unit 

2 Residential Property I, 751 - 2,000 s.f. $2,347 per unit 

3 Residential Property 1,50 I - I, 750 s.f. $2,020 per unit 

4 Residential Property 1,251 - 1,500 s.f. $1,341 per unit 

5 Residential Property Less than 1,251 s.f. $1,087 per unit 

6 Residential Property Affordable Units $0 per unit 

Non-Residential Property NIA 
$0.2914J;er square foot 

7 ofNon- esidential 
Floor Area 

This assessment is not authorized to increase. 

Estimated Assessed Value-to-Lien Ratios 

The assessed values, direct and overlapping debt and total tax burden on individual parcels varies 
among parcels within the Community Facilities District. The value of individual parcels is significant 
because in the event of a delinquency in the payment of Special Taxes, the Community Facilities District may 
foreclose only against delinquent parcels. As of August 23, 2005, based on the Fiscal Year 2004-05 
Assessor's tax roll, the the parcels in the Commumty Facilities District have a value-to-lien ratio of 
approximately 3.82: I. 

Market Absorption Study 

Empire Economics, Inc,. the market absorption consultant (the 'Market Absorption Consultant") has 
prepared a market analysis of the property in the Community Facilities District in ,ts Market Absorption 
Study, Revised June 21, 2005 (Original Study: June I, 2005) (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 approximately 1,238 to 1,380 
residential units at build-out by the end of 2011. The Market Absorption Consultant's estimated absorption 
rates of the different categories ofresidential units are as follows: 
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Table 8 
Communi2: Facilities District No. 2004-1 

( entral Park Project) 
Projected Absorption 

June 1, 2005 

Total Residential 

Hi-Rise Hi-Rise 
Lofts/ Brownstone/ Brownstone Luxury Luxury Luxury Tower Tower 

Product Types Lofts Flats Townhomes Villas Flats A Flats B Townhomes Condominiums Penthouses Annually Cumulative 

Units/Acre 68 78 32 31 50 60 21 150 

Development Status 

Total 107 342 163 127 78 81 100 221 19 1,238 100.0'% 

Escrow Closed 0 0 0 0 0 0 0 0 0 0 0'% 

Forthcoming: 107 342 163 127 78 81 100 221 19 1,238 100'% 

Share - Forthcoming 868'% 27.6'% 13.2'% 10.3'% 6.3'% 6.5'% 8.1'% 17.9'% 1.5'% 100.0'% 

Prices - Estimated 

Plan #1 $395,000 $290,000 $483,000 $586,000 $800,000 $650,000 $817,000 $411,000 $1,465,000 

Plan #2 $435,000 $330,000 $527 ,000 $628,000 $845,000 $695,000 $877 ,000 $507 ,000 $1,569,000 

Plan #3 $475,000 $370,000 $569,000 $670,000 $890,000 $740,000 $937 ,000 $593,000 

-"'- Plan #4 $515,000 $410,000 $608,000 $708,000 $935,000 $785,000 $997 ,000 $669,000 
00 Plan #5 $739,000 

Averages $455,000 $350,000 $546,750 $648,000 $867,500 $717 ,500 $907 ,000 $583,800 $1,517,000 $576,839 

Living Area - Estimated 

Plan #1 1,050 700 1,175 1,425 1,750 1,400 1,850 900 2,300 

Plan #2 1,200 850 1,325 1,575 1,900 1,550 2,050 1,150 2,600 

Plan #3 1,350 1,000 1,475 1,725 2,050 1,700 2,250 1,400 

Plan #4 1,500 1,150 1,625 1,875 2,200 1,850 2,450 1,650 

Plan #5 1,900 

Averages 1,275 925 1,400 1,650 1,975 1,625 2,150 1,400 2,450 1,411 

Value Ratio $357 $378 $391 $393 $439 $442 $422 $417 $619 $409 

Commence Closings> 1 "-2008 1 "-2008 1 "-2007 1 "-2007 1 "-2008 1 "-2008 1 "-2007 3rd_2007 3rd_2007 

2005 0 0 0 0 0 0 0 0 0 0 0 

2006 0 0 0 0 0 0 0 0 0 0 0 

2007 0 0 60 50 0 0 30 0 8 140 140 

2008 60 100 60 50 35 40 30 100 8 483 623 

2009 47 100 43 27 35 41 30 100 3 431 1,054 

2010 0 100 0 0 8 10 21 0 142 1,196 

2011 0 42 0 0 0 0 0 0 0 42 1,238 

Totals 107 342 163 127 78 81 100 221 19 1,238 



The Market Absorption Study is subject to a number of assumptions and limiting conditions. See 
APPENDIX D - "Market Absorption Study" for a discussion of the assumptions and limit conditions of the 
Market Absorption Study. 

Appraised Property Value 

An appraisal prepared by an MAI appraiser of the land and ex1stmg improvements for the 
development within the Community Facilities District dated June 2005 (the "Appraisal"), has been prepared 
by Harris Realty Appraisal, MAI ofNewportBeach, California (the "Appraiser") in connection with issuance 
of the 2005 Bonds. The purpose of the appraisal was to estimate the market value of 16 of the 17 lots, 
reflecting the "as is" condition of the lots within each of the 16 lots. Lot 8, which is proposed for 
development as an affordable housing project, which would be exempt from the Special Tax levy was not 
appraised. The Appraisal also reflects the proposed Community Facilities District financing together with 
the overall tax rate to future homeowners of approximately I. 5%, including the Special Taxes and the special 
taxes which may be levied by City oflrvine Community Facilities District No. 2004-1. The Appraisal is 
based on certain assumptions. Subject to these assumptions, the Appraiser estimated that the fee simple 
market value of the Taxable Property within the Community Facilities District (subject to the lien of the 
Special Taxes) as of June I, 2005, was $90,000,000. 

The Appraisal estimated the value of the property in the Community Facilities District as "finished 
lots," that is, lots that are fully improved and ready for residential or retail or commercial structures 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, school, etc.) up to the stage of pulling 
building permits (which, as described in "Property Ownership and Development" above, is not yet the 
condition of the property within the Community Facilities District), less the remaining cost to the respective 
Builders to achieve finished lots (based on the status of the development process as of June I, 2005). The 
estimate of value was based on fee simple ownership, subject only to easements of record and the lien of the 
Special Taxes and other special tax and assessment liens. 

The Appraiser values the ownership in bulk, representing a discounted value to that ownership as of 
the date of value. The bulk value of the various proposed uses represents the market value of the entire 
property with the Community Facilities District. A developmental analysis was used. There are a number 
of contingencies in the appraisal including that costs associated with improvements require to satisfy the 
conditions of development that have been provided to the appraiser and included in the developmental 
analysis are reasonable and accurate. 

The Community Facilities 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 fee simple market value includes the value of extensive grading as of the date of value and the 
improvements to be financed by the 2005 Bonds. The market values reported in the Appraisal result in an 
estimated value-to-lien ratio of 7.42: I calculated with respect to all direct and overlapping bonded debt as 
of the County Assessor's Fiscal Year 2004-05 equalized assessment roll. The value-to-lien ratios of 
individual parcels will differ from the foregoing aggregate values. The Appraisal is based on certain 
assumptions including a deduction from value for certain estimated costs which may be funded by the City 
oflrvine Community Facilities District No. 2004-1 if the City oflrvine Community Facilities District No. 
2004-1 issues bonds. The value-to-lien ratio set forth above excludes debt of the City Community Facilities 
District No. 2004-1 which has a bond authorization of $27,000,000. In the event the City of Irvine 
Community Facilities District No. 2004-0 I issues bonds, the appraised value at that time will differ based 
both on any additional improvements as of the date of value of a future appraisal and based on use of City 
oflrvine Community Facilities District No. 2004-1 bond proceeds to finance certain of the estimated costs 
relating to the project which have been deducted in determining the estimate Appraised Value set forth above. 

See ''BONDOWNERS' RISKS - Appraised Values" and ''BONDOWNERS' RISKS - Burden of 
Parity Liens, Taxes and Other Special Assessments on the Taxable Property" herein and APPENDIX C -
"Appraisal Report" appended hereto for further information on the Appraisal and for limiting conditions 
relating to the Appraisal. 
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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 2005 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 2005 Bonds. The occurrence of one or more of the events discussed herein could 
adversely affect the ability or willingness of property owners in the Community Facilities District 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 2005 Bonds. In addition, the occurrence 
of one or more of the events discussed herein could adversely affect the value of the property in the 
Community Facilities District. 

Risks of Real Estate Secured Iuvestmeuts Geuerally 

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 the Community Facilities District, 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, govermnental 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. 

Couceutratiou ofOwuership 

As of August 23, 2005, Lermar KFPLB, LLC is responsible for 100% percent of the Special Taxes. 
See "THE COMMUNITY FACILITIES DISTRICT-Property Ownership and Development." If Lennar 
KFPLB, LLC or subsequent owners are unwilling or unable to pay the Special Tax when due, a potential 
shortfall in the Bond Fund could occur, which would result in the depletion of the Reserve Account 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 2005 Bonds. 

No property owner is obligated in any manner to continue to own or develop any of the land it 
presently owns within the Community Facilities District. The Special Taxes are not a personal obligation of 
Lennar KFPLB, LLC, 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 fmancially 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 the Community Facilities District may be subject to economic 
considerations and unexpected delays, disruptions and chances which may affect the willingness and ability 
of Lennar KFPLB, LLC 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. As of May 19, 2005, a fmal map was been recorded for the lots within the 
Community Facilities District. Subsequent maps are required to be filed with respect to certain of the 
attached units. The property within the Community Facilities District was previously developed with office 
buildings, research facilities, and public infrastructure improvements, which were recently demolished in 
preparation for development of the project and mass grading has commenced; however, additional approvals 
are necessary to complete the development. It is possible that the approvals necessary to complete 
development of the property within the Community Facilities District will not be obtained on a timely basis. 
Failure to obtain any such approval could adversely affect land development operations within the 
Community Facilities District. In addition, there is a risk that future govermnental restrictions on land 
development within the Community Facilities District will be enacted, either directly by a govermnental 
entity with jurisdiction or by the voters through the exercise of the initiative power. 
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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 
govermnental approval or other causes may reduce the value of the property within the Community Facilities 
District 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 the Community 
Facilities District to pay the Special Taxes when due. See "THE COMMUNITY FACILITIES DISTRICT -
Appraised Property Value." 

Bondowners should assume that any event that significantly impacts the ability to develop land in 
the Community Facilities District would cause the property values within the Community Facilities District 
to decrease substantially from those estimated by the Appraiser and could affect the willingness and ability 
of the owners of land within the Community Facilities District to pay the Special Taxes when due. 

Special Taxes Are Not Personal Obligations 

The current and future owners of land within the Community Facilities District are not personally 
liable for the payment of the Special Taxes. Rather, the Special Tax is an obligation only of the land within 
the Community Facilities District. If the value of the land within the Community Facilities District 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 2005 Bonds have been issued. 

The 2005 Bonds Are Limited Obligations of the Community Facilities District 

The Community Facilities District has no obligation to pay principal of and interest on the 2005 
Bonds in the event Special Tax collections are delinquent, other than from amounts, if any, on deposit in the 
Reserve Account 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 2005 Bonds. 

Appraised Values 

The Appraisal summarized in APPENDIX C hereto estimates the fee simple interest market value 
of the Taxable Property within the Community Facilities District. 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 the Community Facilities District 
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 the Community 
Facilities District 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 the Community Facilities District could be adversely affected unfavorable economic 
conditions, competing development projects, an inability of the current owners or future owners of the parcels 
to obtain fmancing, 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 
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estate, faster than expected depletion of existing water allocations, the appearance of previously unknown 
environmental impacts necessitating preparation of a supplemental environmental impact report, and by other 
similar factors. There can beno assurance that land development operations within the Community Facilities 
District 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 2005 Bonds ( and therefore to the owners of the 2005 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 2005 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 the Community Facilities District as planned will 
reduce the expected diversity of ownership of land within the Community Facilities District, making the 
payment of debt service on the 2005 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 2005 Bonds depends upon the willingness and ability of the current owners of undeveloped 
land to whom fmished 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 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 "THE COMMUNITY FACILITIES DISTRICT - 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 goverrnnental obligations are secured by liens on one or more of 
the parcels of Taxable Property. 

In addition, other goverrnnental 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 2005 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 2005 Bonds, the Special Tax will be subordinate only to existing 
prior goverrnnental 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-goverrnnental liens on a parcel of Taxable Property, regardless of whether the non-goverrnnental 
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. 
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Disclosure to Future Purchasers 

The Community Facilities District has recorded a notice of the Special Tax lien in the Office of the 
Orange County Recorder on September 30, 2004, as Document No. 2004000879162 and an amended notice 
of the Special Tax lien in the Office of the Orange County Recorder on July 13, 2005, as Document No. 
2005000541293. 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 residential unit in the Community 
Facilities District 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 willinguess and ability of the purchaser 
or lessor to pay the Special Tax when due. 

Goverumeut Approvals 

Lennar KFPLB, LLC or its predecessors have secured most discretionary approvals, permits and 
government entitlements necessary to develop the land within the Community Facilities District. 
Nevertheless, development within the Community Facilities District 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 County and other public agencies. The failure to obtain any such approval could adversely affect 
construction within the Community Facilities District. 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 project or portions thereof. See "Failure to Develop Properties" above. 

Local, State aud Federal Laud Use Regulatious 

There can be no assurance that land development operations within the Community Facilities District 
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 desigued to control the 
rate of future development. During the past several years, state and federal regulatory agencies have 
siguificantly 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 siguificantly impacts the ability to construct 
residential units on land in the Community Facilities District could cause the land values within the 
Community Facilities District to decrease substantially and could affect the willinguess and ability of the 
owners ofland to pay the Special Taxes when due or to proceed with development ofland in the Community 
Facilities District. See "Failure to Develop Properties" above. 

Eudaugered aud Threateued Species 

It is illegal to harm or disturb any plants or animals in their habitat that have been listed as 
endangered species by the U.S. Fish & Wildlife Service under the Federal Endangered Species Act or by the 
California Fish and Game Commission under the California Endangered Species Act without a permit. Thus, 
the presence of an endangered plant or animal could delay development of property in the Community 
Facilities District or reduce the value of undeveloped property. Failure to develop the property in the 
Community Facilities District 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 the Community Facilities District to 
pay the Special Taxes when due. 
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At present, the property within the Community Facilities District is not known to be inhabited by 
any plant or animal species which either the California Fish and Game Commission or the U.S. Fish & 
Wildlife Service has listed as endangered or threatened. See the subheading "Environmental Conditions" 
under the caption "THE COMMUNITY FACILITIES DISTRICT" for a discussion of the permitting 
requirements Lennar KFPLB, LLC and its predecessors satisfied in developing the property. Furthermore, 
Lennar KFPLB, LLC reports that due to the prior use of the property, the property within the Community 
Facilities District is not known to be inhabited by any plant or animal species which either the California Fish 
and Game Commission or the U. S. Fish & 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 
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 the Community Facilities 
District may be required by law to remedy conditions of the parcels related to the releases or threatened 
releases ofhazardous 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 the Community Facilities District 
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. 

As noted above, Certain toxic materials are known to have been treated, stored, disposed, spilled or 
leaked onto the project site and some contaminated soils were found on the site. Parker-Hannifin Corporation 
has responsibility for environmental remediation of the site. See "THE COMMUNITY FACILITIES 
DISTRICT -Environmental Conditions" above. 

The value of the property within the Community Facilities District, as set forth in the Appraisal 
hereto, does not take into account the possible reduction in 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 respectto any of the parcels of Taxable 
Property, except as expressly noted. Furthermore, Lennar KFPLB, LLC reports that it is not aware of a 
current liability with respect to Hazardous Substances with respect to any of the parcels of Taxable Property. 
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 2005 Bonds is the proceeds of 
the annual levy and collection of the Special Tax against property within the Community Facilities District. 
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 2005 Bonds. 
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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 2005 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 the application of the First Amended Rate and Method, including the effects of the Minimum 
Annual Special Tax Requirement. Application of the First Amended Rate and Method will, in tum, 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 the Community Facilities 
District. 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; 
or 

(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 aboveunder"SECURITY FOR THE 2005 BONDS -Special Taxes" and" - First 
Amended Rate and Method" herein, the 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 2005 BONDS - Proceeds ofF oreclosure 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 2005 Bonds pending such sales or the prosecution of foreclosure proceedings and receipt 
by the School District of the proceeds of sale if the Reserve Account is depleted. See "SECURITY FOR THE 
2005 BONDS -Proceeds of Foreclosure Sales." 

In addition, the First Amended Rate and Method limits the increase of Special Taxes levied on 
parcels of Residential Property to cure delinquencies of other property owners in the Community Facilities 
District. See "SECURITY FOR THE 2005 BONDS - First Amended Rate and Method" herein. 

Exempt Properties 

Certain properties are exempt from the Special Tax in accordance with the First Amended Rate and 
Method (see "SECURITY FOR THE 2005 BONDS -First Amended Rate andMethod"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 the Community Facilities District 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 
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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 apportiomnent of an existing special tax. 

Depletion of Reserve Account 

The Reserve Account is to be maintained at an amount equal to the Reserve Requirement ( see 
"SECURITY FOR THE 2005 BONDS - Reserve Account" herein). Funds in the Reserve Account may be 
used to pay principal of and interest on the 2005 Bonds in the event the proceeds of the levy and collection 
of the Special Tax against property within the Community Facilities District is insufficient. If funds in the 
Reserve Account for the 2005 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 Bon downers pursuant to the 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 Community Facilities District at the maximum tax rates, together with other available funds, 
remains insufficient to pay all such amounts. Thus it is possible that the Reserve Account 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 2005 BONDS -
Proceeds ofF oreclosure 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." 

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 the Community Facilities District 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 instalhnents, 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 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 
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protracted Special Tax lien foreclosure proceedings, could result in the rapid, total depletion of the Reserve 
Account 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 2005 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 2005 
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 2005 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 2005 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 
instalhnents. To the extent that a significant percentage of the property in the Community Facilities District 
is owned by KFPLB, LLC, 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. 

On July 30, 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 valor em 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. 
Glas ply 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)(l8), 
which added a new exception to the automatic stay for ad valorem property taxes imposed by a political 
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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)(l8) 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 FDIC, the Drug Enforcement Agency, the Internal Revenue Service or other similar federal 
govermnental 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 
inunune 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 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 Resolution Trust 
Corporation (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 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 the Community Facilities District 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 
2005 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 Reserve Account 
and perhaps, ultimately, a default in payment on the 2005 Bonds. Based upon the secured tax roll as of 
January I, 2004, the FDIC does not presently own any of the property in the Community Facilities District. 
The School District expresses no view concerning the likelihood that the risks described above will 
materialize while the 2005 Bonds are outstanding. 

Factors Affecting Parcel Values and Aggregate Value 

Geologic, Topographic and Climatic Conditions. The value of the Taxable Property in the 
Community Facilities District 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 

58 



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. The Community Facilities District, 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 the Community Facilities District 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 the 
Community Facilities District 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. 

No Acceleration Provisions 

The 2005 Bonds do not contain a provision allowing for the acceleration of the 2005 Bonds in the 
event of a payment default or other default under the terms of the 2005 Bonds or the Bond Indenture. 
Pursuant to the Bond Indenture, a Bondowner is given the right for the equal benefit and protection of all 
Bondowners similarly situated to pursue certain remedies (see APPENDIX E - "Summary of Certain 
Provisions of the Bond Indenture" herein). So long as the 2005 Bonds are in book-entry form, DTC will be 
the sole Bondowner and will be entitled to exercise all rights and remedies ofBondowner. 

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 
within the Community Facilities District pursuant to the Act, more than two-thirds of the qualified electors 
within the Community Facilities District, consisting of the landowners within the boundaries of the 
Community Facilities District, authorized the Community Facilities District to incur bonded indebtedness to 
finance the Facilities and approved the First Amended 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 XIIIA. 

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 community facilities district. 

Under provisions of the Act, the Special Taxes are billed to the properties within the Community 
Facilities District which were entered on the Assessment Roll of the County Assessor by January I 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 
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property tax instalhnents. These Special Tax instalhnent 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 instalhnent payments of Special Taxes in the future. See "SECURITY FOR THE 
2005 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 instalhnents of Special Taxes. 

Inability to Collect Special Taxes 

In order to pay debt service on the 2005 Bonds, it is necessary that the Special Tax levied against land 
within the Community Facilities District be paid in a timely manner. The Community Facilities District has 
covenanted in the 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 2005 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 2005 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 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 instalhnent. Although the Act authorizes the Board, as the Legislative Body 
of the Community Facilities District, to cause such an action to be commenced and diligently pursued to 
completion, the Act does not specify the obligations of the Board 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 2005 BONDS-Proceeds of Foreclosure Sales." 

Right to Vote on Taxes Act 

An initiative measure, Proposition 218, 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 XIIIC 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 I, 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 2005 Bonds. 

It may be possible, however, for voters or the Community Facilities District to reduce the Special 
Taxes in a manner which does not interfere with the timely repayment of the 2005 Bonds but which does 
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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 2005 Bonds. 

Like its antecedents, the Initiative 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 
the Initiative 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 
examination. 

The foregoing discussion of the Initiative 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, fmal decisions, legislative proposals and legislative 
enactments may all affect the impact of the Initiative on the 2005 Bonds as well as the market for the 2005 
Bonds. Legislative and court calendar delays and other factors may prolong any uncertainty regarding the 
effects of the Initiative. 

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 2005 Bonds or, if a secondary 
market exists, that such 2005 Bonds can be sold for any particular price. Although the School District, the 
Community Facilities District and Lennar KFPLB, LLC, 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 2005 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 2005 
Bonds could become includable in gross income for federal income tax purposes retroactive to the date of 
issuance of the 2005 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 the Bond Indenture. In 
order to maintain the exclusion from gross income for federal income tax purposes of the interest on the 2005 
Bonds, the School District has covenanted in the 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 2005 Bonds under Section I 03 of the Internal Revenue Code of 1986, as amended. Should 
such an event of taxability occur, the 2005 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 Bond Indenture. See "THE 2005 BONDS - Redemption of the 2005 Bonds." 
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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 2005 Bonds or to preserve the tax-exempt 
status of the 2005 Bonds. See "Payments by FDIC and other Federal Agencies," "No Acceleration 
Provisions" and "Billing of Special Taxes" herein. 

The Board 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 has undertaken financing of the 
acquisition and construction of the 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 in no way implies that the Board has evaluated these risks or the reasonableness of these risks, but 
to the contrary, the Board has made no such evaluation and is undertaking acquisition and construction of the 
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. 

LEGAL MATTERS 

Legal Opinion 

The legal opinion of Stradling Y occa Carlson & Rauth, Newport Beach, California, Bond Counsel, 
approving the validity of the 2005 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 2005 Bond. 
Mcfarlin & Anderson LLP, Lake Fores!, California is serving as Disclosure Counsel. Stradling Y occa 
Carlson & Rauth will also pass upon certain legal matters for the School District and the Community 
Facilities District as special counsel to these entities. 

Tax Opinion and Certain Matters 

In the opinion of Stradling Y occa Carlson & Rauth, a Professional Corporation, Newport Beach, 
California ("Bond Counsel"), under existing statutes, regulations, rulings and judicial decisions, and assuming 
the accuracy of certain representations and compliance with certain covenants and requirements described 
herein, interest on the 2005 Bonds is excluded from gross income for federal income tax purposes and is not 
an item of tax preference for purposes of calculating the federal alternative minimum tax imposed on 
individuals and corporations. In the further opinion of Bond Counsel, interest on the 2005 Bonds is exempt 
from State of California personal income tax. Bond Counsel notes that, with respect to corporations, interest 
on the 2005 Bonds may be included as an adjustment in the calculation of alternative minimum taxable 
income which may affect the alternative minimum tax liability of such corporations. 

The amount by which the issue price of a Bond (the first price at which a substantial amount of the 
2005 Bonds of the same series and maturity is to be sold to the public) is less than the stated redemption price 
at maturity with respect to such Bond constitutes original issue discount. Original issue discount accrues 
under a constant yield method, and original issue discount will accrue to a Bond Owner before receipt of cash 
attributable to such excludable income. The amount of original issue discount deemed received by the 2005 
Bond Owner will increase the Bond Owner's basis in the 2005 Bond. In the opinion of Bond Counsel, the 
amount of original issue discount that accrues to the owner of the 2005 Bond is excluded from the gross 
income of such owner for federal income tax purposes, is not an item of tax preference for purposes of the 
federal alternative minimum tax imposed on individuals and corporations, and is exempt from State of 
California personal income tax. 

Bond Counsel's opinion as to the exclusion from gross income of interest (and original issue 
discount) on the 2005 Bonds is based upon certain representations of fact and certifications made by the 
Community Facilities District and others and is subject to the condition that the Community Facilities District 
complies with all requirements of the Internal Revenue Code of 1986, as amended (the "Code"), that must 
be satisfied subsequent to the issuance of the 2005 Bonds to assure that interest (and original issue discount) 
on the 2005 Bonds will not become includable in gross income for federal income tax purposes. Failure to 
comply with such requirements of the Code might cause the interest ( and original issue discount) on the 2005 
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Bonds to be included in gross income for federal income tax purposes retroactive to the date of issuance of 
the 2005 Bonds. The Community Facilities District has covenanted to comply with all such requirements. 

The amount by which a Bond Owner's original basis for determining loss on sale or exchange in the 
applicable Bond (generally, the purchase price) exceeds the amount payable on maturity ( or on an earlier call 
date) constitutes amortizable Bond premium, which must be amortized under Section 171 of the Code; such 
amortizable Bond premium reduces the Bond Owner's basis in the applicable Bond (and the amount oftax
exempt interest received), and is not deductible for federal income tax purposes. The basis reduction as a 
result of the amortization of Bond premium may result in a Bond Owner realizing a taxable gain when a Bond 
is sold by the Owner for an amount equal to or less (under certain circumstances) than the original cost of the 
2005 Bond to the Owner. Purchasers of the 2005 Bonds should consult their own tax advisors as to the 
treatment, computation and collateral consequences of amortizable Bond premium. 

The Internal Revenue Service (the "IRS") has initiated an expanded program for the auditing of tax
exempt bond issues, including both random and targeted audits. It is possible that the 2005 Bonds will be 
selected for audit by the IRS. It is also possible that the market value of the 2005 Bonds might be affected 
as a result of such an audit of the 2005 Bonds ( or by an audit of similar bonds). 

Bond Counsel's opinions may be affected by actions taken ( or not taken) or events occurring ( or not 
occurring) after the date hereof. Bond Counsel has not undertaken to determine, or to inform any person, 
whether any such actions or events are taken or do occur. The Indenture and the Tax Certificate relating to 
the 2005 Bonds permit certain actions to be taken or to be omitted if a favorable opinion of Bond Counsel 
is provided with respect thereto. Bond Counsel expresses no opinion as to the exclusion from gross income 
of interest (and original issue discount) on the 2005 Bonds for federal income tax purposes with respect to 
any Bond if any such action is taken or omitted based upon the advice of counsel other than Stradling Y occa 
Carlson & Rauth. 

Although Bond Counsel has rendered an opinion that interest (and original issue discount) on the 
2005 Bonds is excluded from gross income for federal income tax purposes provided that the Community 
Facilities District continues to comply with certain requirements of the Code, the ownership of the 2005 
Bonds and the accrual or receipt of interest (and original issue discount) with respect to the 2005 Bonds may 
otherwise affect the tax liability of certain persons. Bond Counsel expresses no opinion regarding any such 
tax consequences. Accordingly, before purchasing any of the 2005 Bonds, all potential purchasers should 
consult their tax advisors with respect to collateral tax consequences relating to the 2005 Bonds. 

Certain portions of Bond Counsel's opinion address federal income tax matters other than (A) the 
excludability of interest ( and original issue discount) on Bonds from gross income under Section 103 of the 
Code, and (B) whether interest (and original issue discount) on the 2005 Bonds is an item of tax preference 
for purposes of calculating the federal alternative minimum tax imposed on individuals and corporations 
(these other matters not referred to in (A) or (B) above are hereinafter referred to as the "Non State and Local 
Bond Opinion Portions"). 

The Non State and Local Bond Opinion Portions (A) are not intended or written by Bond Counsel 
to be used, and cannot be used, by any Bondholder ( or other taxpayer) for the purpose of avoiding penalties 
that may be imposed on the Bondholder or other taxpayer and (B) have been written to support the promotion 
or marketing of the 2005 Bonds. Bondholders (and other taxpayers) should seek advice based upon their 
particular circumstances, from an independent tax advisor, with respect to the Non State and Local Bond 
Opinion Portions applicable to the 2005 Bonds. 

A copy of the proposed form of opinion of Bond Counsel is attached hereto as Appendix H. 

Absence of Litigation 

No litigation is pending or threatened concerning the validity of the 2005 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 2005 Bonds or in any way contesting or affecting the 
validity of the 2005 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 on 
behalf of the Community Facilities District will be delivered to the Underwriter simultaneously with the 
delivery of the 2005 Bonds. 
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No General Obligation of School District or Commnnity Facilities District 

The 2005 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 and proceeds of the 2005 Bonds, including amounts in the Reserve Account, the Special Tax 
Fund and the Bond Fund and investment income on funds held pursuant to the 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 2005 Bonds shall 
be limited to the Special Taxes to be collected within the jurisdiction of the Community Facilities District. 

NO RATINGS 

The 2005 Bonds have not been rated by any securities rating agency. 

UNDERWRITING 

The 2005 Bonds are being purchased by the Stone & Youngberg LLC at a purchase price of 
$11,561,085 (which represents the aggregate principal amount of the 2005 Bonds of $11,785,000, less an 
underwriter's discount of $223,915. 

The purchase agreement relating to the 2005 Bonds provides that the Underwriter will purchase all 
of the 2005 Bonds, if any are purchased, the obligation to make such purchase being subject to certain terms 
and conditions set forth in such purchase agreement. 

The Underwriter may offer and sell 2005 Bonds to certain dealers and others at prices lower than the 
offering price stated on the 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 Lennar 
KFPLB, LLC, fees payable to certain professionals, including the Underwriter, McFarlin & Anderson LLP, 
as Disclosure Counsel, Stradling Y occa Carlson & Rauth, as Bond Counsel and District Counsel, and The 
Bank of New York Trust Company, N.A., as the Fiscal Agent, are contingent upon the issuance of the 2005 
Bonds. The fees of David Taussig & Associates, Inc., as Special Tax Consultant and Dissemination Agent, 
are in part contingent upon the issuance of the 2005 Bonds. The fees of Harris Realty Appraisal, as 
Appraiser, are not contingent upon the issuance of the 2005 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 2005 Bonds. 

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

COMMUNITY FACILITIES DISTRICT NO. 2004-1 OF 
THE SANTA ANA UNIFIED SCHOOL DISTRICT 
(CENTRAL PARK PROJECT) 

By: Isl Donald L. Trigg 
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APPENDIX A 

GENERAL INFORMATION ABOUT THE 
SANTA ANA UNIFIED SCHOOL DISTRICT 

General Information 

The School District was established in 1888 and is now the largest school district in the County and 
the sixth-largest school district in California as measured by student enrollment. The School District 
currently operates five comprehensive high schools (for grades 9-12), two continuation high schools (for 
grades 9-12), nine intermediate schools (for grades 6-8), one community day intermediate school (for grades 
6-8), one community day high school (for grades 9-12), one Middle College High School, 36 elementary 
schools (for grades K-5), one child development center. The School District is located in Santa Ana, 
California, the County seat of the County, and has an area of approximately 24 square miles. Enrolhnent in 
the School District in the 2004-05 school year was approximately 58,832 students. 

Board of Education 

The School District is governed by a five-member Board of Education (the "Board"). Each member 
of the Board is elected to a four-year term. Elections for positions to the Board are held every two years, 
alternating between two and three available positions. Current members of the Board, together with their 
offices and the dates their terms expire, are listed below: 

Board Member 

Audrey Yamagata-Noji, Ph.D. 
Rob Richardson 
Sal Tinajero 
Rosemarie Avila 
John Palacio 

Office 

President 
Vice-President 

Clerk 
Member 
Member 

Term Expires 

November 2006 
November 2008 
November 2008 
November 2008 
November 2006 

The administrative staff of the School District participating in the financing include Al 
Mijares, Ph.D.; Superintendent; John Bennett, Ed.D., Deputy Superintendent; Donald L. Trigg, 
Associate Superintendent, Business Services; Kelvin Tsunezumi, Director of Budgets Business 
Services; and Richard White, Assistant Superintendent, Facilities and Government Relations. 

Key Personnel 

The Superintendent of Schools of the School District is appointed by the Board and reports to the 
Board. The Superintendent is responsible for management of the School District's day-to-day operations of 
and supervises the work of other District administrators and supervisors. The Superintendent and key 
administrative personnel are as follows: 

Al Mijares, Ph.D., Superintendent. 

John Bennett, Ed.D., Deputy Superintendent. 

Donald L. Trigg, Associate Superintendent, Business Services. 

Kelvin Tsunezwni, Director of Budgets Business Services. 

Richard White, Assistant Superintendent, Facilities and Government Relations. 

Enrollment 

The School District enrolhnent increased by 29.62% since 1994-95, representing an average annual 
compound growth rate of 2.6%. The following table shows a 10-year enrolhnent history for the School 
District. 
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School 
Year 

1996-97 
1997-98 
1998-99 
1999-00 
2000-01 
2001-02 
2002-03 
2003-04 
2004-05 

ANNUAL ENROLLMENT 
FISCAL YEARS 1996-97 THROUGH 2004-05 

Santa Ana Unified School District 

Enrollment 

52, 107 
53,805 
56,071 
58,043 
59,837 
60,788 
60,973 
59,895 
58,832 

Annual 
Change 

1,698 
2,266 
1,972 
2,600 
1,266 
1,701 
(736) 

(1,233) 

Source: SantaAna Unified School District, based on October CBEDS. 

Employee Relations 

Annual 
%Change 

-% 
3.26% 
4.21% 
3.52% 
4.48% 
209% 
2.75% 

-1.16% 
-1.96% 

As of August 23, 2005, the School District employed approximately 4,078 full and part-time 
certificated employees and approximately 3,573 classified employees. These employees, except management 
and some part-time employees, are represented by the two bargaining units as noted below: 

Labor Organization 

Santa Ana Educators' Association 
California School Employees' Association 

Source: Santa Ana Unified School District 

Retirement System 

Represented 
Employees 

Certificated 
Classified 

Contract 
Expiration 

Date 

June 30, 2007 
June 30, 2004 

Qualified employees are covered under multiple-employer defined benefit pension plans maintained 
by agencies of the State of California. Certificated employees are members of the State Teachers' Retirement 
System ("STRS") and classified employees are members of the Public Employees' Retirement System 
("PERS"). 

All full-time certificated employees participate in STRS, a cost-sharing, multiple-employer 
contributory public employee retirement system. STRS provides retirement and disability benefits and 
survivor benefits to beneficiaries. Benefit provisions are established by State statutes, as legislatively 
amended, within the State Teachers' Retirement Law. 

All full-time and some part-time classified employees participate in PERS, a cost-sharing multiple
employer contributory public employee retirement system that acts as a common investment and 
administrative agent for participating public entities within the State of California. PERS provides retirement 
and disability benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries. Benefit provisions are established by State statutes, as legislatively amended, within the Public 
Employees' Retirement Laws. The School District is part of a "cost-sharing" pool within PERS. One 
actuarial valuation is performed for those participating in the pool, and the same contribution rate applies to 
each. 

The School District is required by statute to contribute 8.25% of gross salary expenditures to STRS 
and 0.09116% to PERS. Participants are required to contribute 8% and 7% of applicable gross salary to 
STRS and PERS, respectively. The School District's employer contributions to STRS and to PERS met the 
required contribution rates established by law. 
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Post-Employment Benefits 

The School District provides post-employment health care benefits, in accordance with School 
District employment contracts, to all employees who retire from the School District on or after attaining age 
55 under STRS or PERS with at least ten years of service. The School District contributes 90% of the amount 
of premiums incurred by retirees and their dependents. Expenditures for post-employment benefits are 
recognized on a pay-as-you-go basis. During the year ending June 30, 2004, expenditures of$4,994,825 were 
recognized for retirees' health care benefits. 

The School District received an actuarial study of the liability for those employees who will receive 
benefits beyond age 65. The School District has projected the increases to the actuarial study for those years 
beyond 1996 using a calculation from the actuarial report. The estimated current year's liability is not 
available at this time. 

Supplemental Employee Retirement Plan 

The School District entered into an agreement for a supplemental retirement benefits program for 
certain qualified employees. Eligibility requirements are for employees to be 55 years of age or older, have 
10 years of service with the School District and a minimum of three years of consecutive service. The 
agreement calls for the School District to make payments in five equal installments into an annuity contract 
for the employees. The remaining payments are shown below with imputed interest using a 6% rate. 

SUPPLEMENTAL RETIREMENT PLAN PAYMENTS 
Santa Ana Unified School District 

Fiscal Year 
Ending June 30 

Joint Powers Agreements 

2002 SERF 
2003 SERF 

Total 

Annual 
Payment 

$2,319,936 
1,841,656 

Remaining 
Balance 

$6,959,808 
5 524 968 

$12,484,776 

The School District participates in one joint powers agreement ("JP A"), as a member of a public 
entity risk pool. The Schools' Excess Liability Fund ("SELF") arranges for and provides property and 
liability insurance coverage. The relationship between the School District and SELF is such that SELF is not 
a component unit of the School District for fmancial reporting purposes. 

The JP A is governed by a board consisting of a representative from each member district. The 
governing board controls the operations of the JP A, including the selection of management and approval of 
operating budgets, independent of any influence by the member districts beyond their representation of the 
governing board. Each member district pays a premium commensurate with the level of coverage requested 
and shares surpluses and deficits proportionately to their participation in the JP A. 
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APPENDIX B 

FIRST AMENDED RATE AND METHOD OF APPORTIONMENT FOR 
COMMUNITY FACILITIES DISTRICT NO. 2004-1 

OF THE SANTA ANA UNIFIED SCHOOL DISTRICT 
(CENTRAL PARK PROJECT) 
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FIRST AMENDED 
RATE AND METHOD OF APPORTIONMENT FOR 
COMMUNITY FACILITIES DISTRICT NO. 2004-1 

OF SANTA ANA UNIFIED SCHOOL DISTRICT 

The following sets forth the First Amended Rate and Method of Apportionment ("RMA") for the 
levy and collection of Special Taxes by Community Facilities District No. 2004-1 ("CFD No. 2004-
1") of the Santa Ana Unified School District ("School District"). A Special Tax shall be levied on 
and collected in CFD No. 2004-1 each Fiscal Year in an amount determined through the application 
of the RMA described below. All of the real property in CFD No. 2004-1, 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: 

"Acreage" means the land area of an Assessor's Parcel as shown on an Assessor's Parcel Map or as 
calculated from the applicable Assessor's Parcel Map by the Board. 

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

"Additional School Facilities" shall have the meaning ascribed to it in the Impact Mitigation 
Agreement Related to Proposed Community Facilities District No. 2004-1 by and between the 
School District and KFPLB Michelson Jamboree LLC, dated September 1, 2004. 

"Administrative Expenses" means any ordinary and necessary expense incurred by the School 
District on behalf of CFD No. 2004-1 related to the determination of the amount of the levy of 
Special Taxes, the collection of Special Taxes including the expenses of collecting delinquencies, 
the administration of Bonds, the payment of salaries and benefits of any School District employee to 
the extent duties are directly related to the administration ofCFD No. 2004-1, and costs otherwise 
incurred in order to carry out the authorized purposes ofCFD No. 2004-1. 

"Affordable Unit" means one of not more than 69 Units that are subject to deed restrictions, resale 
restrictions, and/or regulatory agreement in favor of the City or County providing for affordable 
housing. The first 69 Units which meet the criteria of the preceding sentence and for which 
Residential Building Permits are issued will be designated permanently and irrevocably as 
Affordable Units. 

"Annual Special Tax" means the Special Tax actually levied in any Fiscal Year on any Assessor's 
Parcel. 

"Assessor's Parcel" means a lot or parcel ofland designated on an Assessor's Parcel Map with an 
assigned Assessor's Parcel Number within the boundaries ofCFD No. 2004-1. 
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"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 
for purposes of identification. 

"Assigned Annual Special Tax" means the Special Tax of that name described in Section D. 

"Backup Annual Special Tax" means the Special Tax of that name described in Section E. 

"Board" means the School Board of Santa Ana Unified School District, or its designee, acting as 
the Legislative Body ofCFD No. 2004-1. 

"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 which the Special Taxes have been pledged. 

"Bond Index" means the national Bond Buyer Revenue Index, commonly referenced as the 25-
Bond Revenue Index. In the event the Bond Index ceases to be published, the index used shall be 
based on a comparable index for revenue bonds maturity in 30 year with an average rating 
equivalent to Moody's Al and/or S&P's A-plus, a reasonably determined by the Board. 

"Bond Yield" means the weighted average yield on all outstanding series of Bonds, for purposes of 
this calculation the yield of the Bonds shall be the yield calculated at the time such Bonds are issued, 
pursuant to Section 148 of the Internal Revenue Code of 1986, as amended for the purpose of the 
Non-Arbitrage Certificate or other similar bond issuance document. 

"Building Square Footage" or "BSF" means the square footage of assessable internal living space 
of a Unit, exclusive of any carports, walkways, garages, overhangs, patios, enclosed patios, internal 
hallways or detached accessory structure, as determined by reference to the Residential Building 
Permit for such Unit. 

"Calendar Year" means the period commencing January 1 of any year and ending the following 
December 31. 

"CFD No. 2004-1" means Community Facilities District No. 2004-1 of the Santa Ana Unified 
School District established under the Act. 

"City" means the City oflrvine. 

"Connnercial Building Permit" means a permit for the construction of commercial square footage 
issued by the City, or another public agency in the event the City no longer issues said permits for 
the construction of commercial square footage within CFD No. 2004-1. For the purposes of this 
definition, "Commercial Building Permit" shall not include permits for construction or installation of 
residential structures. 

"Commercial Lot" means an individual legal lot created by a Final Map for which a Commercial 
Building Permit could be issued. 
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"Commercial Property" means all Assessor's Parcels of Taxable Property for which Commercial 
Building Permits were issued on or before May l of the prior Fiscal Year provided that such 
Assessor's Parcels were created on or before January l of the prior Fiscal Year. 

"Commercial Square Footage" means the square footage of commercial space associated with a 
Assessor's Parcel of Commercial Property as determined by reference to the Commercial Building 
Permit(s) for such Assessor's Parcel. 

"County" means the County of Orange. 

"Exempt Property" means all Assessor's Parcels designated as being exempt from Special Taxes 
pursuant to Section J. 

"Final Map" means a condominium map, 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. 

"Market Rate Unit" means any Unit which is not an Affordable Unit. 

"Maximum Annual Special Tax" means the Special Tax of that name as described in Section C. 

"Minimum Annual Special Tax Requirement" means the amount required in any Fiscal Year to 
pay: (i) the debt service or the periodic costs on all outstanding Bonds including but not limited to, 
credit enhancement and rebate payments on the Bonds, (ii) Administrative Expenses of CFD No. 
2004-1, (iii) the 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 Bonds, and 
(v) any amounts required for construction of Additional School Facilities less (vi) any amount 
available to pay debt service or other periodic costs on the Bonds pursuant to any applicable bond 
indenture, fiscal agent agreement, or trust agreement. In arriving at the Minimum Annual Special 
Tax requirement the Board shall take into account the reasonably anticipated delinquent Special 
Taxes based on the delinquency rate for Special Taxes levied in the previous Fiscal Year. 

"Minimum Taxable Acreage" means the applicable Acreage classified as Taxable Property as 
determined pursuant to Section K. 

"Partial Prepayment Amount" means the amount required to prepay a portion of the Annual 
Special Tax obligation for an Assessor's Parcel as described in Section H. 

"Planning Area" means the areas identified as a Planning Area and illustrated in Section M. 

"Planning Area No.1 "means all property located within the area identified as Planning Area No. 
1 in Section M, subject to interpretation by the Board. 

"Planning Area No. 2 "means all property located within the area identified as Planning Area No. 
2 in Section M, subject to interpretation by the Board. 

"Planning Area No. 3 "means all property located within the area identified as Planning Area No. 
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3 in Section M, subject to interpretation by the Board. 

"Planning Area No. 4" means all property located within the area identified as Planning Area No. 
4 in Section M, subject to interpretation by the Board. 

"Planning Area No. 5" means all property located within the area identified as Planning Area No. 
5 in Section M, subject to interpretation by the Board. 

"Prepayment Administrative Fees" means any fees or expenses of the School District or CFD No. 
2004-1 associated with the prepayment of the Special Tax obligation of an Assessor's Parcel. 
Prepayment Administrative Fees shall include among other things the cost of computing the 
Prepayment Amount, redeeming Bonds, and recording any notices to evidence the prepayment and 
redemption of Bonds. 

"Prepayment Amount" means the amount required to prepay the Annual Special Tax obligation in 
full for an Assessor's Parcel as described in Section G. 

"Present Value of Taxes" means for any Assessor's Parcel the present value of (i) the unpaid 
portion, if any, of the Special Tax applicable to such Assessor's Parcel in the current Fiscal Year and 
(ii) the Annual Special Taxes expected to be levied on such Assessor's Parcel in each remaining 
Fiscal Year, as determined by the Board, until the termination date specified in Section I. The 
discount rate used for this calculation shall be equal to the (i) Bond Yield after Bond issuance or (ii) 
most recently published Bond Index prior to Bond issuance. 

"Proportionately" means that the ratio of the actual Annual Special Tax levy to the applicable 
Assigned Annual Special Tax is equal for all applicable Assessor's Parcels. 

"Reserve Fund Credit" means an amount equal to the reduction in the applicable reserve fund 
requirement( s) resulting from the redemption of Bonds with the Prepayment Amount. In no event 
shall a Reserve Fund Credit be given, if at the time the Prepayment Amount is calculated the reserve 
fund balance is below the applicable reserve fund requirement. 

"Residential Building Permit" means a permit for the construction of one or more Units issued by 
the City, or another public agency in the event the City no longer issues said permits for the 
construction of Units within CFD No. 2004-1. For purposes of this definition, "Residential Building 
Permit" shall not include permits for construction or installation of parking structures, retaining 
walls, utility improvements, or other such improvements not intended for human habitation. 

"Residential Lot" means an individual legal lot created by a Final Map for which a Residential 
Building Permit could be issued. 

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

"School District" means the Santa Ana Unified School District, or subsequent school district. 

"Special Tax" means any of the special taxes authorized to be levied by CFD No. 2004-1 pursuant 
to the Act. 
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"Taxable Property" means all Assessor's Parcels that are not Exempt Property. 

"Undeveloped Property" means all Assessor's Parcels of Taxable Property that are not Residential 
Property or Commercial Property. 

"Unit" means each separate residential unit that comprises an independent facility capable of 
conveyance separate from adjacent residential units. 

SECTION B 
CLASSIFICATION OF ASSESSOR'S PARCELS 

Each Fiscal Year, beginning with Fiscal Year 2004-05, each Assessor's Parcel shall be assigned to a 
Planning Area. Each Assessor's Parcel shall be classified as Exempt Property or Taxable Property. 
Each Assessor's Parcel of Taxable Property shall be classified as Residential Property, Commercial 
Property or Undeveloped Property. Residential Property shall be further classified based on the 
Building Square Footage of the Unit. The classification of Exempt Property within each Planning 
Area shall be done taking into consideration the Minimum Taxable Acreage for such Planning Area, 
as determined pursuant to Section J. 

SECTION C 
MAXIMUM ANNUAL SPECIAL TAXES 

1. Residential Property 

The Maximum Annual Special Tax for each Assessor's Parcel classified as Residential 
Property in any Fiscal Year shall be the amount determined by the greater of (i) the 
application of the Assigned Annual Special Tax or (ii)the application of the Backup Annual 
Special Tax. 

2. Commercial Property 

The Maximum Annual Special Tax for each Assessor's Parcel classified as Commercial 
Property in any Fiscal Year shall be the amount determined by the greater of (i) the 
application of the Assigned Annual Special Tax or (ii)the application of the Backup Annual 
Special Tax. 

3. Undeveloped Property 

The Maximum Annual Special Tax for each Assessor's Parcel classified as Undeveloped 
Property in any Fiscal Year shall be the amount determined by the application of the 
Assigned Annual Special Tax. 
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SECTIOND 
ASSIGNED ANNUAL SPECIAL TAXES 

1. Residential Property 

The Assigned Annual Special Tax applicable to an Assessor's Parcel classified as Residential 
Property in Fiscal Year 2004-05 shall be determined by reference to Table 1 according to the 
Building Square Footage of the Unit(s). 

I 

TABLE 1 

ASSIGNED ANNUAL SPECIAL TAX FOR 
DEVELOPED RESIDENTIAL PROPERTY 

FISCAL YEAR 2004-05 

I I 
Assigned Annual 

Unit T,r.11e BSF S.11ecial Tax 

Market Rate Unit < 1,250 $529.31 per Unit 

Market Rate Unit 1,251 - 1,500 $664.02 per Unit 

Market Rate Unit 1,501-1,750 $772.10 per Unit 

Market Rate Unit 1,751-2,000 $944.21 per Unit 

Market Rate Unit > 2,000 $1, 116.31 per Unit 

I 

Each July 1, commencing July 1, 2005, the Assigned Annual Special Tax for each Assessor's 
Parcel of Residential Property shall be increased by two percent (2.00%) of the amount in 
effect in the prior Fiscal Year. 

2. Commercial Property 

The Assigned Annual Special Tax rate for an Assessor's Parcel of Commercial Property in 
Fiscal Year 2004-05 shall be $0.29 per Square Foot of Commercial Square Footage. Each 
July 1, commencing July 1, 2005, the Assigned Annual Special Tax for each Assessor's 
Parcel of Commercial Property shall be increased by two percent (2. 00%) of the amount in 
effect the prior Fiscal Year. 

3. Undeveloped Property 

The Assigned Annual Special Tax rate for an Assessor's Parcel of Undeveloped Property in 
Fiscal Year 2004-05 shall be the amount per acre of Acreage (prorated with respect to partial 
acres) determined by reference to Table 2 based on the location of the Assessor's Parcel. 
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I 

TABLE2 

ASSIGNED ANNUAL SPECIAL TAX FOR 
UNDEVELOPED PROPERTY 

FISCAL YEAR 2004-05 

I 
Assigned Annual 

Location Special Tax 

Planning Area No. 1 $85,221.65 per acre 

Planning Area No. 2 $43, 156.36 per acre 

Planning Area No. 3 $23,646. 72 per acre 

Planning Area No. 4 $24,699.65 per acre 

Planning Area No. 5 $7,672.97per acre 

I 

Each July 1, commencing July 1, 2005, the Assigned Annual Special Tax for each Assessor's 
Parcel of Undeveloped Property shall be increased by two percent (2.00%) of the amount in 
effect the prior Fiscal Year. 

SECTION E 
BACKUP ANNUAL SPECIAL TAXES 

Each Fiscal Year, each Assessor's Parcel of Residential Property or Commercial Property within 
each Planning Area shall be subject to a Backup Annual Special Tax. In each Fiscal Year, the 
Backup Annual Special Tax rate for Residential Property or Commercial Property within the 
Planning Area shall be the rate per Residential Lot or Commercial Lot calculated according to the 
following formula: 

B ~ (Z x A) /L 

The terms above have the following meanings: 

B 

z 

A 

L 

Backup Annual Special Tax per Residential Lot or acre of 
Acreage of Commercial Lots within the applicable Planning 
Area for the applicable Fiscal Year 
Assigned Annual Special Tax per acre of Acreage of 
Undeveloped Property for the applicable Planning Area for 
the applicable Fiscal Year 
Acreage of Taxable Property expected to exist in the 
applicable Planning Area, based on the Final Map at build
out, as determined by the Board pursuant to Section J 
Number of Residential Lots or acres of Acreage of 
Commercial Lots in the applicable Planning Area, based on 
the Final Map. 

Notwithstanding the foregoing, if all or any portion of the Final Map(s) applicable to a Planning 
Area described in the preceding paragraph is subsequently changed or modified, then the Backup 
Annual Special Tax for each Assessor's Parcel of Residential Property or Commercial Property in 
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each Planning Area affected by such Final Map that is changed or modified shall be a rate per square 
foot of Acreage calculated as follows: 

I. Determine the total Backup Annual Special Taxes anticipated to apply to the 
Planning Area affected by the changed or modified Final Map prior to the 
change or modification. 

2. The result of paragraph I above shall be divided by the Acreage of 
Residential Property or Commercial Property which is ultimately expected to 
exist in such Planning 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 Residential Property or Commercial 
Property in such Planning Area. 

Each July I, commencing with the July I following the Fiscal Year in which the preceding 
calculation is performed, the Backup Annual Special Tax per square foot of Acreage calculated 
in step 3 above shall be increased by two percent (2.00%) of the amount in effect the prior Fiscal 
Year. 

SECTION F 
METHOD OF APPORTIONMENT OF THE ANNUAL SPECIAL TAX 

Commencing Fiscal Year 2004-05, and for each subsequent Fiscal Year, the Board shall levy 
Annual Special Taxes as follows: 

Step One: The Board shall levy Proportionately an Annual Special Tax on each 
Assessor's Parcel of Residential Property and Commercial Property up to an 
amount equal to the Assigned Annual Special Tax applicable to each such 
Assessor's Parcel, to satisfy the Minimum Annual Special Tax Requirement. 

Step Two: If the sum of the amounts collected in step one is insufficient to satisfy the 
Minimum Annual Special Tax Requirement, then the Board shall levy 
Proportionately an Annual Special Tax on each Assessor's Parcel of 
Undeveloped Property, up to the Assigned Annual Special Tax applicable to 
each such Assessor's Parcel, to satisfy the Minimum Annual Special Tax 
Requirement. 

Step Three: If the sum of the amounts collected in steps one and two is insufficient to 
satisfy the Minimum Annual Special Tax Requirement, then the Board shall 
additionally levy Proportionately an Annual Special Tax on each Assessor's 
Parcel of Residential Property and Commercial Property, up to the Maximum 
Annual Special Tax applicable to each such Assessor's Parcel, to satisfy the 
Minimum Annual Special Tax Requirement. 
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SECTION G 
PREPAYMENT OF ANNUAL SPECIAL TAXES 

The Annual Special Tax obligation of an Assessor's Parcel of Residential Property; or an Assessor's 
Parcel of Commercial Property, or an Assessor's Parcel of Undeveloped Property for which a 
Residential Building Permit or Commercial 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. 

An owner of an Assessor's Parcel intending to prepay the Annual Special Tax obligation shall 
provide CFD No. 2004-1 with written notice of intent to prepay. Within thirty (30) days of receipt 
of such written notice, the Board shall reasonably determine the Prepayment Amount of such 
Assessor's Parcel and shall notify such owner of such Prepayment Amount. The Prepayment Amount 
shall be calculated according to the following formula: 

P ~PVT-RFC+ PAF 

The terms above have the following meanings: 

p 
PVT 
RFC 
PAF 

Prepayment Amount 
Present Value of Taxes 
Reserve Fund Credit 
Prepayment Administrative Fees 

Notwithstanding the foregoing, no prepayment will be allowed unless the amount of Annual Special 
Taxes that may be levied on Taxable Property, net 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 and such prepayment will not impair the security of all currently 
outstanding Bonds, as reasonably determined by the Board. Such determination shall include 
identifying all Assessor's Parcels that are expected to become Exempt Property. 

With respect to any Assessor's Parcel that is prepaid, the Board shall indicate in the records of CFD 
No. 2004-1 that there has been a prepayment of the Annual Special Tax obligation and shall cause a 
suitable notice to be recorded in compliance with the Act to indicate the prepayment of the Annual 
Special Tax obligation and the release of the Annual Special Tax lien on such Assessor's Parcel, and 
the obligation of such Assessor's Parcel to pay such Annual Special Tax shall cease. 

SECTIONH 
PARTIAL PREPAYMENT OF ANNUAL SPECIAL TAXES 

The Annual Special Tax obligation of an Assessor's Parcel may be partially prepaid at the times and 
under the conditions set forth in this section, provided that there are no delinquent Special Taxes, 
penalties, or interest charges outstanding with respect to such Assessor's Parcel at the time the 
Annual Special Tax obligation would be prepaid. 
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1. Partial Prepayment Times and Conditions 

Prior to the issuance of the first Residential Building Permit or Commercial Building Permit 
for a Lot within a Final Map, the owner ofno less than all the Taxable Property within such 
Final Map may elect in writing to the Board to prepay a portion of the Annual Special Tax 
obligations for all the Assessor's Parcels within such Final Map, as calculated in Section 
H.2. below. The partial prepayment of each Annual Special Tax obligation shall be collected 
for all Assessor's Parcels prior to the issuance of the first Residential Building Permit or 
Commercial Building Permit with respect to such Final Map. 

2. Partial Prepayment Amount 

The Partial Prepayment Amount shall be calculated according to the following formula: 

The terms above have the following meanings: 

PP the Partial Prepayment Amount 
Po 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 

3. Partial Prepayment Procedures and Limitations 

With respect to any Assessor's Parcel that is partially prepaid, the Board shall indicate in the 
records of CFD No. 2004-1 that there has been a partial prepayment of the Annual Special 
Tax obligation and shall cause a suitable notice to be recorded in compliance with the Act to 
indicate the partial prepayment of the Annual Special Tax obligation and the partial release 
of the Annual Special Tax lien on such Assessor's Parcel, and the obligation of such 
Assessor's Parcel to pay such prepaid portion of the Annual Special Tax shall cease. 
Additionally, the notice shall indicate that the Assigned Annual Special Tax and the Backup 
Annual Special Tax if applicable for the Assessor's Parcel has been reduced by an amount 
equal to the percentage which was partially prepaid. 

Notwithstanding the foregoing, no partial prepayment will be allowed unless the amount of Annual 
Special Taxes that may be levied on Taxable Property after such partial prepayment, net of 
Administrative Expenses, shall be at least 1.1 times the regularly scheduled annual interest and 
principal payments on all currently outstanding Bonds in each future Fiscal Year and such partial 
prepayment will not impair the security of all currently outstanding Bonds, as reasonably determined 
by the Board. Such determination shall include identifying all Assessor's Parcels that are expected to 
become Exempt Property. 

SECTION I 
TERMINATION OF SPECIAL TAX 

Annual Special Taxes shall be levied for a period of thirty (30) Fiscal Years after the last series of 
Bonds has been issued, as determined by the Board, provided that Annual Special Taxes shall not be 
levied after Fiscal Year 2045-46. 
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SECTION J 
EXEMPTIONS 

The Board shall classify as Exempt Property (i) Assessor's Parcels owned by the State of California, 
Federal or other local governments, (ii) Assessor's Parcels which are used as places of worship and 
are exempt from ad valorem property taxes because they are owned by a religious organization, (iii) 
Assessor's Parcels used exclusively by a homeowners' association, (iv) Assessor's Parcels with 
public or utility easements making impractical their utilization for other than the purposes set forth 
in the easement, (v) Assessor's Parcel on which a Affordable Unit is constructed and (vi) any other 
Assessor's Parcels at the reasonable discretion of the Board. The Board shall not classify an 
Assessor's Parcel as Exempt Property if such classification would reduce the sum of all Taxable 
Property to less than the Minimum Taxable Acreage. Assessor's Parcels which cannot be classified 
as Exempt Property because such classification would reduce the Acreage of all Taxable Property to 
less than the Minimum Taxable Acreage will continue to be classified as Residential Property, 
Commercial Property, or Undeveloped Property, as applicable, and will continue to be subject to 
Special Taxes accordingly. The Minimum Taxable Acreage for each Planning Area of CFD No. 
2004-1 shall be the amount determined by reference to Table 3 below. 

I 

TABLE3 

MINIMUM TAXABLE ACREAGE 

I 
Minimum Taxable 

Location Acreage 

Planning Area No. 1 1.68 acres of Acreage 

Planning Area No. 2 8.25 acres of Acreage 

Planning Area No. 3 4.63 acres of Acreage 

Planning Area No. 4 7.70 acres of Acreage 

Planning Area No. 5 3.73 acres of Acreage 

SECTIONK 
APPEALS 

I 

Any property owner claiming that the amount or application of the Special Tax is not correct may 
file a written notice of appeal with the Board not later than twelve months after having paid the first 
installment of the Special Tax that is disputed. A representative(s) of CFD No. 2004-1 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 
representative's decision requires that the Special Tax for an Assessor's Parcel be modified or 
changed in favor of the property owner, a cash refund shall not be made (except for the last year of 
levy), but an adjustment shall be made to the Annual Special Tax on that Assessor's Parcel in the 
subsequent Fiscal Year( s) as the representative's decision shall indicate. 
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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 CFD No. 2004-1 may collect Annual Special Taxes 
at a different time or in a different manner if necessary to meet its financial obligations. 

SECTIONM 
MAP OF PLANNING AREAS 

(Attached hereto) 

J:\CLIENTS\SantaAnaUSD\Mello\Central Park\First Amended RMA Final 05132005 .doc 
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APPRAISAL REPORT 

SANTA ANA UN/RED SCHOOL DISTRICT 
COMMUNITY FACILITIES DISTRICT NO. 2004-1 

CENTRAL PARK PROJECT 

Prapar,,d for: 

SANTA ANA UNIFIED SCHOOL DISTRICT 
1601 East Chestnut Avenue 
Santa Ana, CA92701-6322 

James B, Harris, MAI 
Berri J. Cannon Harris 

Harris Realty Appraisal 
5100 Birch Slreet, Suite 200 
Newport Beach, CA 92660 

June 2005 

Superintendoot, Facilities 
1.NA UN!F!i:D SCHOOL DlSi~ICT 

1601 East Chesirul Av9fluc 
Santa .Ana. CA 92701--6322 

Ra: Community Faciltfies District No. 2004-1 
Project Central 

oearMr. White: 

•r;.rN,harns rr..::w::;:xu;orr, 

June 20, 2005 

,,ee!~::!::~ a self~con:ainOO appn;is.al 
b of the Sanm A111, 

District No. 2004~1 Central Park 
Lennar K;;;;PLB, LLC. This aporaisal 

urni.veloped land under site construction v.ithln CFO 
land Is under the OWTiership of the 

gu10CdO<lS 01 the Calt!'Cmla Debt and :nveslment 
Commisskln {CO!AC), ,s valUed ITT a discountfld 'II 
single ovmerahip as of the care of value. The of var:ous proposed uses 
represents f/ark@t Value cf the entire property w:thtn r.:rD No. 2004-1, subject to spocbl 
tax levy. 



Mr. Dick White 
June 20, 2005 
Page Two 

Based on the investigation and analyses undertaken, our experience as real estate 
appraisers, and subject to all the premises, assumptions and limiting conditions set forth 
in this report, the following opinion of Market Value is formed as of June 1, 2005. 

NINETY MILLION DOLLARS 

$90,000,000 

The Dis'lrict is under construction with rough grading. Approximatefy 
$41,801,643 in off-site and on-site infras'lructure Improvements are required from 
the master developer to bring the land to saleable condition. Those improvements 
are scheduled to be substantially complete by October 2005. The developer is 
expected to receive reimbursements or fee credits from this bond issue of 
approxirmtfely $8,400,000 for construction funds. 

The self-contained report that follows sets fortt, the results of the data and 
analyses upon which our opinions of value are, in part, predicated. This report has been 
prepared for the Santa Ana Unified School District far use in the sale of Community 
Facilities District No. 2004-1 bonds. The Intended users of this report are the Santa Ana 
Unified School District, it's Underwriters, Legal Counsel, Consultants, and potential band 
investors. This appraisaf has been prepared in accordance with and is subject to the 
requirements of The Appraisal Standards for land secured financing as published by the 
California Debt and Investment Advisory Commission; the Uniform Standards of 
Professional Appraisal Practice (USPAP) of the Appraisal Foundation; and the Code of 
Professional Ethics and the Standattls of Professional Appraisal Practice of the Appraisal 
Institute. 

We meet the requirements of-U,e Competency Provision of the Unffonn Standards 
of Professionaf Practice. A statement of our (Jjalifications appears in the Addenda. 

Respectfully submitted, 

~ ~)ch,..;, 
Berri J. Cannon Harris 
Vice President 
AG009147 
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SUMMARY OF FACTS AND CONCLUSIONS 

EFFECTIVE DATE OF APPRAISAL 

DATE OF REPORT 

INTEREST APPRAISED 

LEGAL DESCRIPTION 

OWNERSHIP 

SITE CONDITION 

HIGHEST AND BEST USE 

VALUATION CONCLUSION 

June 1, 2005 

June 20, 2005 

Fee Simple Estate, subject to special tax and 
special assessment liens. 

APN 445-091-07 
Final Tract No. 16590, Lois 1-7 and 9-17 
Lot 8 of Tract 16590 is proposed for 62 
affordable units and is not a part of the 
valuation of CFD No. 2004-1. 

Parcel 1, in the City of Irvine, County of 
Orange, State of California, as shown on a 
parcel map filed in Book 2, Page 2 of Parcel 
Maps, in the office of the County Recorder of 
said County. 

LennarKFPLB,LLC 

The developer is planning to sell Lots 1 
through 7 and 9 through 17 to merchant 
builders. As of the date of value, purchase 
and sale agreements had not been signed, 
deposits had not been received and prices 
were not made available. 

The subject property began rough grading in 
April 2005. The land within the District is 
expected to be completed to super pad 
condition by October 2005, when sales of 
parcels to builders are scheduled to close. 

The slte has. a recorded Final Tract Map. The 
site is approved for a maximum of 1,380 
dwelling units, 90,000 square fee1 of office 
uses and 19,700 squere feet of retail uses. 

Development as an urban master-planned 
community known as Central Park West. 

$90,000,000 MARKET VALUE 

v 
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The purpose of thi:s appraisal is t.a estimate the Market Value for the fee simple 

estate, subject to spocr"'a! fl:tx and spects! assessment liens for all the taxable property 

within CFD No. 2004-1 (Central Park (relemid to herein as "CFD No. 2004-1" or 

the uoistlict") ln the City of Irvine, The purpose of this appraisal is to estimate the "As Is" 

Market Value of ihe land subjoci io special tax under 1he ownership of the developer. 

The opinions set forth are subject to the assumptions and limiting conditions and 

the specffic appraisal guid~ines as se1 forth by the Santa Ana Unified School District. 

It Is our understanding that 1his appraisal report is to be used for District bond 

financing purposes only. The subject property is described more particularly within this 

report. The bonds will be issued pursuant 1o the Mello~Roos Community Facilities Act of 

1982, as amended, The maldmum authorized band indebtedness for 1he District is 

$16,000,000. 

This roporl was prepared for our client, Iha Santa Ana Unified School District The 

intended users al tile report include tl1e SAUSD, It's lJnde<writer. 

Consultants, and potential bond purdiasers. 

Coun5':i. 

According to specific lnslruclions from the District and the CDIAC Q1Jidelines, lhe 

total value conclusion includes the "As Is" estimate of Markel Value giving consideration 

ta the single ownership wl!hin the boundarl08 of CFO No. 2004-1. Any lands designated 

for park, open space or civic uses within CFO No. 2004-1 and not subject to tax or spe,c;ial 

assessment are not included in this assignment The value excludes lot 8 of Tract 16590 

which is. proposed to be deveiopcd as affordable units and not subject to special tax. 

OONSLL:!NG Ml A,. -sIATr ,!,,p;,r,;:.1s:->1s 



The land and site improvements are valued in thelr "As Js" condition as of the 

date of value. The subject property begarr rough grading in April 2005. The land within 

the District iS expected to be compteted to super pad <:ondition by 30, 2005. 

The site has a recorded final Tract Map. The site is approved for a maximum of 1,380 

dwelling units and 90,000 square feet of office development, and 19,700 square feet of 

reta.H uses. As of the dale of value, the residential development of the District was 

proposed for 1,300 d11'Jelling units. which fndudes 62 affordable units that are not a part 

of this appraisal assignment and not subject to special tax:. The propose<! number of 

units and proposed unit mix are estimates only as of the date of value, which could be 

subject to change depending on market demand and the uttimate home builder. 

We have analyzed the subject property based upon the proposed uses and our 

opinion of its highest and best use. We have searched for sales of oondominlum land, 

otr!C€1 use land and retail use land to estimate the value of the property. 

The following paragraphs summarize the process of collecting, confirming 

and reportinQ of data used in 1he analysis. 

10 

10 

2, 

Gathered and analyzed demographic 
the California Department of Finance {population data). 
Employment Development Department of the State of California 

of Irvine {zoning informabon, 
lrvlne Chamber of Commerce 

Wood Market lntemgence {housing 
absorption), and sales personnel 

trends of individual home 
inrormation was gathered from the developerlbuildor 

Inspected the subject's neighborhood and revief<Ned proposed 
product and :similar products for consideration of Highest 
Use of the propgsed 

Gathered and analyzed comparable merchant builder land sales 
within the Irvine market area, and res.identia:! attached unit sa!es, 
withln the .subject's primary and secondary market a:raas, Data was 
gathered from source.s including, Comps.com, brokers, appra,ise,rs, 
builders active in the area and developers within the soumem 

GONS\JITl~.G RFA' FSTATF APFRAISF?.S 
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California area. Where feasibfe, data were confirmed with both the 
buyer and seller. 

The opinion of Mat1:;et Value expressed in this report is sta1ed as of June i, 2005. 

The date of the appraisal report is June 20, 2005. 

The subjee1 property was inspected on numerous occasions, with the most recent 

on June 2Q, 2005. 

The property fights appraised are those of tha fee simple estate subject lo special 

tex and special assessment Hens of the real estate described herein. 

The subject property consists of the taxable land within SAUSD's CfD No. 

2004~1, commonly koown as the planned community of Central Park West in the 

City of livine. The District is located southwest of Jamboree Road and Interstate 

405 in the City of Irvine, The proposed Central Park West consists of a 42.758 

acre parcel located within the 2,600 acre Irvine Business Center (lBC) at the 

northwest comer of Jamboree Road and Michelson Drive. The site is approved 

for a maximum of 1,380 dwe!Hng .units, 19,700 square feet of retail use and 

90.000 square feet of office use. 

The current development plans are for 1.300 oondornlnium dwelling units, 

of which 62 dwelling units on lot a of Traci 16590 will be subject to lhe 

affordable housing requirements. There are 17 \ots withln the tract proposed for 

various attached residential developments and commercial uses, which are 

described in the Proposed Improvement Description Section of this report. The 

District will be built in phases with absorption io homeowners scheduled from 

2007 lhrouQh 2011, 

co~,S'JLT!t..JG R:'.:.l £$TJ.TS: A:,PRM22A$ 
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As previously mentioned, the :subject of this appraisal includes one ownership, 

Lennar KFPLB, LLC, as of the valuation date. The subject property includes 42.758 gross 

acres within Tract No. 16590, \Vhich includes parks, streets and the proposed affordable 

houslng site. The District's Special Tax Consultant estimates approximate!y 30.562 acres 

will be subject to special tax. The gross acres are according to the recorded tract map. 

The ovvnership is as it appears on the recorded grant deed and tlt1e report. 

According to the current development pl.ans, aH of the developab!e property will 

be sold to merchant builders. The following table summarizes the !ot and tract nos., 

proposed products and number of units. Purchase and sale agreements have not beer. 

executed and sales prices v,ere not made available to the appraisers. 

COr-'.SLL.TI\G PC:AL ES~ATE i,PPRA!SERS 
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Property Hl•IO!Y 

The current owners acquired the subject property on December 1, 2004. The 

seller, KFPLB Michelson Jamboree. LLC transferred the property to the current owner, 

Lennar KFPLB, LLC recorded as Document No. 2004001067980. The appraisers have 

request.eel, but have not been provided details of the sales price. The seller acquired 

the property on September 14, 2000 from Parker Hannlfin Corp. Since that time the 

property has been re-enrnled and the City of lrvine approved the tentative tract map in 

September 2004, which allO'IIVs for the current proposed uses. 

Tho current owner, Lennar KFPLB, LLC plans to sell all of the davelopable land 

l:o merchant builders. As of Iha date of value, sales prices and !ha 

were not avallablEL 

names 

00finitioos 

Market Value1 

The most probable price ln terms of money which a property should 
competitive and open market under all oonditions requisite to a fair 

and seller. each acting prudently, knowledgeably and assumfn~ 
the price is not affected by undue stimulus. Implicit in this definition is 
consummation of a sale as of a specified date and the passing of tltle from 
seHer to buyer under oonditions whereby 

(a) Buyer and seller am typically moti\!ated. 

Both am well informed or well advised, and each am,ng in 
what considers his own !>est interest. 

(c) A reasonable time is aUowed for exposure In the opon markel 

Payment is made tn terms of cash in U.S. dollars or in terms of 
financial e:rrangeme-nts OOmparable thereto. 

(e) The price n,presen!s the normal consideration for the prooertv 
sold unaffected bv special or creative financinq or 
concessions 

POO 563, subsection 563.17-ta(b/[2). SubchaptarO, Chapter V. Tole 12, Code of Federal Regulattons, 

CQtJS\)lT1NG REAL ESTATE P.PPc"t..lSEPS 
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Assessed Value2 

·1 he value at a pmperty according to tre te1x rolls ln ,c1d velorem taxalion 
l\llay be higher or lovrer than mark.et 1Jalue, or based on an assessrrient ratio 
that ts a percent.age of market value. 

Fea Estate~ 

Absolute ownership unencumbered by any other Interest or estate subject 
oniy to the four powers of government 

Estate and Loasod Fee Estate Subjoot to Speolal Tax and 
AssNSmerrt Liens 

common sense) suggests that the selling prices of 
encumbered by such liens are discounted compared to 

such liens. In new d&velopment projects, annual 
and/or special assooomcrrt payments can be 

prospoctivo buyers take this added tax buroen Into account 
g their bid prices. Taxes, including special taxes, are 

distinct from assessments. Because fee simple ownership is subject 
govemmentat power of taxation, but not the power to levy aasassmenta, 
appraisers iaomotimes treat special tax and assessment 

The Market Value included herein, reflects the value po1:enllal 
consfder given the special laxes and encumbrances --- · 
the Santa Ana Unified School D1stlict 

Relail \laluo 

Retail value should be estimated for all fully Improved and occur>iet 
prc,pe,rtles. Re1ail value is an estimate or what an end user would pay a 

property under the conditions raquls:lte to a fair sale. 

Bulk Sale Value 

Bulk sale value should ho estimated lor all vacant properties-both 
unimproved properties and improved or partially improved but unoccupied 
prc,pe,rues. Bulk sale value i:s derived by discounting retail values to present 

by an appropriate discount rate, through a procedure called 
Discounted Cash Flow Analysis, A seoond method is ta use bulk land sales. 
These are sales of ,,umerous individual parcels .sold to one buyer. Bulk sale 
value is defined as fot1ows: 

.: Tho Dk;oonmy of Rcol Estok Appro1sol, Thirrl Editioo. putlished by The App:ra1sal 1r.slitu!e, 1993, f':age 22 

i !t:kl. P.ige '!40 

co\l~ULTr,c; nrAI :-r,r;..rr 0rr:i,~.1srF1t 
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The most probable pric:e, in 
development project, to a Single purchaser 
a reasonable iibrorption 
specified date, in cash, or terms equivalent to 

· should sttll after reasonable exposure, 
rondlttons requisite kl a fair sale, with 

knowledgeably, and for self•nlemst, 
stms:s. 

finished 

improved ao that it 13 
(Improvements include rough 

lo the stte boundary, 

1o be used for a specific purpose. 
streets to lhe &te boundary, 

al fees required to pull building 
paid.) 

Bluie .. top Graded Parcel 

Graded parcel to blue-top, which inciudes streets cut and padded lots with 
utilities stubbed to the site ar,d perimeter streets in. 

Mass-Graded Parcel/Superpad Parcel 

Mass-graded parcel wlth utilities stubbS<J to the site and perime1er streets 
in. 

The analyses and oplnioos sat forth in this reporl are subject In the fo!lowi:ig. 

assumptions and limiting oondffions: 

Standards Rt;le 

Pmciioe" of the Appraisal 

") 2-1(c) al the "Standards of Professional Appraisal 

Institute requires th<> appmiser to "clearly and acoorately 

disdose any extraordinary assumptbn or limiting oondl1Jo.!1 that affects an 

appraisal analysis, opioion1 or oondusian." In comptiance wtlh S.R, 2-1(c) and to ,assist 

the reader in interpreting the report, the fo:lowing assumptions and limiting 

conditbns are set 1ol1tt as tollovvS: 

4 Ibid!, P{ige 334 

C:0:-.t':U!Tlt--OG RFAI. ESTATE APPRAISE=i;S 
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Contingencies of the Appraisal 

The appraisal is oorrtin~:it upnn the sucr.e;sful issuance of bonds by CFO 
No. 2004-1 INTih oonstruciion proceeds of approximately S8,400,000. The 

Associates. 

apportionment tire ba<:iP.d on pubti::: reports prepared oo 
Unified School Oisl:rici by David Taussig and 

The Market Valva reported in this report assumes a p:)rtion of the funding 
the proceeds oft.his band issuance 

improvements subject to possible 
reimbursement are fur school fadllties; water and sewer faclll:tles; and the 

fire Authori!y facilities. Please refer to Ille Communily 
Distncfs ron:sultant, \Vhlch identifies 

impJ'O\lements and services. Also please refer to Fire 
idenilfies the fire suppresskin and protection 

f~CJ!Jtles. 

The development :<;lte r.oJ;t information was praparad by the devetoper's ln 
engineer and BV Engineering, Irvine, CA. It is a contingency of this 

appraisal that the costs arc all the costs assodarod Vt'!th dBv,1!opmcnt of 1hc 
District and that they satisfy the Conditions of Map Approval and the 
Developmon1 Agreement Ymh the City of hvine. These costs are assumed 
ta be correct We have not engaged an lndependen1 cost esilmator or civil 
engineer 1D examine 1he raasonablaness of the df!lveloprmnt cost 
estimates. My variantR. in deveJopment r,osis could alter our value 
oondus:on. 

The ultimate merchani builders are not known as of the date of value:. 
Therefore, final bulldlng plans are not avallable for review. Detailed 
vertical construction costs and indirect in-tract costs have been prr,voc!ed 

the developer, Lennar KFPL!3< LLC. The direct construction costs and 
coostruction costs used in 111• Valuation section of !his report are 

considered the best lnfum,ation available as of the date of valuation. The 
appraisers have requested 1hat the oost information be 
conservative and on the high side ai their expected cost the 
sites. The time-line for the construction oosts 
the developer's consultant based 

project and as outlines 111 the Dovoloprner,!al 
a of this .and that 

the co5ts and for icosts used Valuation of the 
District are reasonabfa and similar to the actual construction costs 
and tJmelilt£$ at the time ot of the 1,238 pn,p,ised 
dw·oll1ing units. ff the actual costs are andl-Or the for 
the is faster than the c(llS(S 1/tiluJng the District, tha 
value conclusion could be lower, 
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TOO subled propertv ,as been under environmental monitoring and 
All of 1hc costs associated with environ,nental 

responsibility of the OOg:nnl owner 1hat caused the 
:::iarker-Hannifin. tt is a specific contingency of the 

and values inciuded hcrcJn, th.1t any additional costs 
associated with further remediation ars born by Parker,.HannlfJn and 
thl!W& ft. no time delay in site or unit coostrocttc.in. 11 \s e specific 
assumption of this appraisal that the site is free of any onv\ronmcntal 
hazards. 

It is our unde:rslandlng that the City will require an additional Slte 
Assessment for each lol within the District upon further development ot 
each condominium lot It ls .a $p&efflc assumption and contingency of 

appr~isal and value that no further remediation will be requlnad 
tJmeiln.a for development as cwrentiy envisioned wif! 

AooumplloM ond Umiting Conditions of the Appraisal 

Na responsibility i5 assumed by your ~ppraisers for m.attsrs 'Which are 
ln nature. No opinion of title is rendered, and the property is appraised as 

free of all enc:urrbra!'lees and the titfe marketable. No survey cf the 
OOuru:larias of the 
.an11 dimensions fur!lislood 

was undertaken by your appraisers. Al! areas 
your appraisers are presumed to be correct 

The date of value for which the opinion of Market Value is expressed in tt:is 
is June 1, 2005. The doiicnr amount of this value opinion is based on 

purchasing power of !he Unijed Slates dollar on that date" 

and exhibits lnduded heri?.in ;,im for mu~trntion only, as en aid 
tor the reader in visualizing ma-tiers di:scussed within the report. They 
should not be oonsidere:1 as surveys or relied upon for any other purpose, 
oor should lhey be removed from, reproduced, or used apart from this 
report, 

Oil, gas, mineral rights and subsurface 
this unless; otht'H\vlse ~trib;d 
any 

were not oonsidered in 
are not a pert of the appraisal, 

We were provided Wlth a geotechn~I report prepared Leighton and 
Associates, Inc" dated January 27, 2005 for Lennar LLC. The 
reported concluded that the proposed development is feasible frorr a 
geotechnical standpolnt provkled their recommendations included in the 
report are inoorporatcd in tho project plam, For purposes of this appraisal, 
the sol is as&l!mad to be of adequate load-bearing capacity to support all 
uses consklcrod urdcr our oonciuslon ot highest and best use. 

The apprafser has been provfded with one1itle report that rovers Traci Map 
No" 16590 The raport was prepare<! by North American Tltle Company 
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dated June 3, 2005, order number 7002\l 34·23" The 
numerous easements to~ City and utility purposes. and lncideri1a1 purposes 
Toa titlfi repa1 disclosed a ~notloe of special t:.ix lien~ for botr the Santa Ana 
Unified School DiSl>ict CFD No" 2004,1 and tho City of Irvine CFD No, 
2004-1. A Oood or Trust for $105,000,000 dated Novombe· 30, 2004 was 
also reported. For purposes of this appraisal. wo aro not aware of 
eaSGmants, ancroachmen1s or restrictions that would adversely effect 
value of the s:ubjecl property. A oopy af the title report is retninoo in the 
appraiser's 

friforrna.1ion oonta!ned 
are beiieved to be 
responsibility is assumed 

gathered from sources which 
where feasible, has been verified, No 

accuracy of information supplied by others, 

Tho " $izll€ havo b!;en calculated by Iha ong,nooring firm of BV 
Engineering as shown on the recorded tract map. We have relied on treir 

tlle 
ostim::i1ing a.i:::rcago, our value estimate is, in part based on 

information. 

Since earthquakes am c.omrnon in the art:::a, no responsibiiily is assumed 
f« their possible ir.ipact on individual properties, unless detailed geoklgic 
reports are made available. 

Your S1ppraisers as far as possible observa1ion, the land; 
conditions beneath the 

these matters unless 
hO\'ilei/er, it was to person.all; 
soil, Therefore, no representations are made as 
specillcally oonside the report 

assul'TiC oo reSjJOOS!bllity for economic or physical factors 
occur aftor the date of this eppralsaL 1 he appraisers, in 

opinions, assume no roS!>Onsibility for subsequent ch,1ng1,s 
managarnen1, tax !av.is, environmental regulations, economic, er 

factors Vllhk:h may er may not affect said condusions or opinions. 

No engineerino: 
of 

occurs. 

or engineering analysis has been made by us 
legal description and area 

. accurate. However, It Is 
be made for exact verification throu~h 

do'llising, hypo1hocatlng, purchasing or 

Unless otherwise stated in this report the existence of han11rdous 
substances, including wlthoot !lmitrttkln as.f'.estos, polychlorinated biphenyls, 
petroleum leakage. or chemicais, which may oc may not be 

property, or mher environmental conditions, were rot called 
of nor did the become aware of :=.uch during the 

acoraisers' The: have no knowledge of the existence 
oo or ln propert;• unless otherwise s'tated. The 
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H 
appraisers. however, are no1 qualffied to tesl for such substances or 
oondi'li00$, 

The of such substances such as asbestos, urea formaldehyde, 
foam or other hazardous substances or environ!Ylf.lntal oondit,ons 

affaci the ll"i!lue of the properfy. The value eslimatOO ~erein is 
pr<!dk:at,,d on the mat there is no such rendition on or in :the 
property or ln such thereto that it would cause a loss in value, No 

&1ch 001dltions, nor for any expertise 
to discover them. The cien1 

of environme1tal lmpacts upon real 

The cost and of fl1iancing he:p detennine the demand fnr and 
supply ot reai osurte therefore affect real P.state values and prices. The 
transaction of one propelly differ from that ol an identical 

oeoa,rae financirg vary. 

Our 'forecasts of future events which influence the valuai'ion 
predlca1ed on the continuation of historic and current trends 

ts assumed to be in full oompUance with all 
l3tate, and local environmental' regulations and laws, ano 

. . :n conformance wi1h all applicable zoning and use 
ordinancesJres!rictions, unless Dthi31"Nise 

We shall not be required, 
be in atlendance in oo 
referenoo to the prop,erty w~hout 
Wflh the appraisers 

ln the event the appraisers 
administrative proceeding, 
and fies, the appraisers 

11estimony or to 
hearing with 

first been rra1e 

deposffioo, judicial, or 
appraisal report 

not m $rtswer certain documems, or instructs 
instructions will be overridden 
follow ij legally required tn do ""· 

a oourt order, lh1tich the wm 
shi:t!I be the responsibility dient to 

ohtain a protective 

The cppmiscrn have personally inspected the subject property; however, no 
as to structural soundness o1 proposed improvemen't$ or conformity 

• , County, or any other agency building code is made. No 
responsibiltty tor undisclosed structural deiicienciesloondftians Is assumed 
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by the appraisers. No considergtiun has been 
personal property located on 1he prernises; only 
ron!-'iiderBd unless olherwisc specified. 

In this appraisal to 
raal est.ate has been 

James 8_ H.:ims is a ~Jlembcr and Berri J. Cannon Harris is an Associate 
Member of 1he Appraisal Institute. The Bylaws and Regulations of the 
Institute req..iire eacl1 fv1embor and Associates to oontrol the uses and 
distribution of each appraisal report signed by such Member or Asoociates, 
Except as hereinafter provided, possession of this report, or a copy of rt, 
does oot carry with it the right of publication. It may not be used for any 

by any person other than the party to whom lt is addressed without 
written contH:l'fll of the aoo In any ev€1,f')t on!y wrth properly 

V*lritten qualiffCi'lti.011 and only 

Neither all nor any part of H-i;e contents of this report (especially any 
oonciusions as to value, the identity of 100 appraisers or tho firm witti which 
they are oonnect~. ur einy reference to the Appralsal Institute or the MAI 
designation) shall be dlsseminated to Uu~ public through advertising media, 

relations, news 1nt:!(Jla or an;· other put:Nic means of communication 
oons..ent and approval or the undersigned. The Santa Ana 

Counsel may 
this Community 

The acceptance of and/or UAA of Ui"s appraisal report by the cllant or any 
third party t'.nnslitutei,, acoepwnci: of the follov.ting oondi1ions: 

The liabili!;JI ol Harno R ... 11)! Appralll<al 
reeponaiblc for this is .,, • 
lo !he li>o aotu•lly 1,1<,eh,ed 
!here is no aceountobility, obllgallon 
lllird party. If Iha appraisal report Is 
of olhor than 1l>o olienl for this 
11r1111arod, !lie ollonl """" mokl, such party 
aware of all limillng oondttloos and nsurnp1J0111s 
assignment and nlfatecll discusaions. l 
or rreues 1.1p0n: any infonnatlon in this 
praparor':s written consent, does so at his own risk. 

It tho client or any third 
Harris Realty Appraisal or 
the appra;isers prevail, the 
action shan reimbume Har 
the appraisers for any and air costs of any nature, 
including attorneys' fees, incurred in their defense. 
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Tt-e following section of this report will summarize the major oemog:-aph'ic and 

economic characteristics :such as populatio0, employment fnoome and other pertinent 

characteristics for the Southern California region, Orange Coun.tv, th& City or Irvine and 

the subject market areas. 

Southern California Regional Overview 
The Southern California region, as defined in this report, er.compasses six 

lndlVidual counties including Loo Angeles, Orange, Riverside, San Gemalrlioo, S.an 

Diego, and Ventura Counties. The Southern California ragkin ·extends from the Califomia

Mex1ro border on the south to the T chachapi mountain range on the north and irom the 

Pacific Ocean on the wJ:J:sl to th~ C8lifomia-Arizona border or the east. The region rovers 

an esiimated 38,242 square miles and embodies a diverse spedrum o1 dim.ates, 

topography, and level of urban development. Please refer to the follO\Nlng page for a 

location map 

Populoli<>n 

The Southern Catifornia regiun has added about 7 .6 mlllbn new rasidents slnce 

i 980 as indicated in the table shown on page 16. Acoordfng to lhe C,.alifornia Deoa,1menl 

of Finance, the most recent da1:a avaijalJle indicate that as of January 2005, the regiona.! 

population stood at over 20.9 million, ff the were an indMdual st.ate, it would rank 

as one of the mo:si populous in the nation. 

Since 1961, annual population galns from natural increase and immigration have 

ranged from a low of 131,400 persons in 2002 up ro 568,645 persons in 1989. These 

figures represent annual gains of 0.7% to 3.5%. During 1h& past five years:, the population 

of !he six-oounty Southern California region greY/ by O. 7% to 1 .B% par annum. 
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As of January 2005 the population of the six-county area stood at 20,970,900 

persons. looking toward the future ft is estimated that the region's population will continue 

to climb as new residents seek out !he southern Caltfomia area. During the economic 

downturn from 1992 through 1996, and continuing through 2005, the population grov.'th 

rate declfned compared to the gro,vth experienced rn the late 1980s. 

Trends 

The future rate of gro\Nth win depend on a number of factors that may dramatically 

affect the reglon. Some of the major factors include availability of developable !and, 

availability of water, national economic dimate, and pubHc policy toward growth and the 

assimilation of a large number of new foreign immigrants. The continued grovvth of the 
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population withln the region, even during periods of economic slovv down, provides a 

posrtlve indicator as to the desirabiUty of the Southern California region. 

Employment 

In conjunction with the population grov.th, a key indicator of the region's economic 

vitality is the trend in employment. The most common measure of employment grovvth is 

the change In non-agricultural wage and salary employment The table below illustrates 

the non-agricultural wage and salary employment trends in South em California. 

Southern California 

2004 benchmark 
Source: Employment Oevelopmeri! Department 4/05 

ln the Southern California region, average annual non-agricultural employment has 

grown from 5,691,000 jobs in 1983, to a peak employment of 8,015,300 in 2001. 

Employment declined !o 8,003,100 in 2002. This decline was mostly caused by a 40,100 
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job decrease in Los Angeles County. In 2004, employment climbed too new record level. 

R, 145,fillll This WP!.<; in spite of Los Angeles Count)' only adding an additional 10,000_t 

jobs. This represents an ·ncraasa at over 35:::,::ioo i"'lleW Jobs over1he past five years. 

As the economy entered into an economic recession during the latter part of 1990, 

employment grawih slowed. The average annual gain in 1000 was appro.l(Qma.tely 

119,200 jcbs or 1,7°k. ln 1992 when the full weight of the recession llVaS felt, area 

employment suffered the highest annual decline in jobs regist&red in the last decade, 

losing nearly 204,000 jobs or a peroontage decrease ot 2J)0k. This was tol!OV,{ed by 

further emp!oyment declines of 103,3C-O jo::s ln 1993. It appears that by the mldd1e of 

1994, th8 t!ICUnurnic roc;r.:very fir~ly began to take hold in the Southam Califcmla region. 

The cmptoyme'"lt data Tor 1994 tndk:atOO a slight increase of 37.300 jobs or 0.6°h for 

1994. The adverse employment issues expRrienced in the prior three years had abated. 

The annwal average employment for 1995 exhibited a galn of i 32,400 new jobs or a 2.0o/o 

increase, and for 1996 an estimated 119.4GO new jobs \vere .added. In 1997, total non~ 

agricultural ernpl::,yment stood at 7 .2 million, finally exceeding the prior in 1990. As of 

yoo--~end 2002, employment was owr 8.0 mi!l\on. forecasts prior to Soptornbor 11, 2001, 

indicate thi:'!t Job gmwtl'i wouk'i continue io oc positive in 2001 and increase mod&rataly 

ove~ the next one to two YfJRffi. Huwevl:tf. with ihi!:! terrorist attack on the United States ard 

the contlK::t w1tf\ Iraq, most emncm1sts are saying 11ve we"C in a flat 1o s!lghtly declinlrg 

eoooomy, durirg 2002 and firnl half of ?003, but that we began recovery lte 

S€'COnd haif of 2003. 2003 showed a snaH Increase over the previous high mark Jn 2001. 

2004 had a modora!J; gain over 2003. 

Erfl}tcyment among the lndMdual industry categories reflects some fundament::J1 

regional changes in the economy during the past decade. The level of mining aGtlvity in 

Southam California oonilnues to steadily ds,c!fne l':lS reflec..ied in the r;onsisieni decrease :n 

miil:ng empl·::)yment. CDnstruction cfll)loymoot, as of 1989, was at a high level ·n 

response to the levei of cons:ruction activity that had occurred in the region during the 

past. fh,e years, the period from 1991 through 1994, construction employment 

declined in resf)Onse to decreased res1dentlol and commercial construction activity. From 
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1994 through 2004. as the economy rebounded, residential cons1ruciion increased 

bringing back mom than the construction Jobs loot duling the recession. 

Total manufacturing omployn1ent in the region has ~xhibitoo little gain fror'! tt:e 

levels racordoo in 1980. Due to the high labor, la:ld, and capital costs in most of tt.o 

Sovtncm Calffomia region, some manufacturing firms have expanded or r~ocated their 

manufaci1.ning operations outside uf :he Hll:la. 

The Southern C€l:lifomia economy, which historically depended heay;ly on 

aerospace and defi:lnse related employment, has been dealt a double blow. First from the 

reduction of thA spnt..e program and reduced d1:1fenss ~pending which effected 

manufacillrers antl suopliors, and second from the closure of several miHta.iy hases v.tlk:h 

has had a ripple effect throughout 1he local economy. Areas heavily dependent on n,illtary 

sper1ding wm be impacted as the units zre deployed abroad. 

The finance, lnsuranca, and real estate ('FIRE~) ,employment category grew 

rapidly as the economy recovered from the 1ga1-1982 natinnal reces:sinn As thP. 

flr.:onomy entsrad .a new recessionary cycle, ihe FIRE emp!oym.,,;,nt $ecior exhibited little 

growth from 1991 through 1990. Sc,me of the manumcturing aid aero:spac:e jobs 

permanently displaced from the economy \Vere slowly being re;::>!aced with administrative, 

marketing and research employment tt is reasonable to assume that slmllar stagnant 

grO'w'th in this area will be experienced during the current economy, 

The emp1oymei'lt group that has contributed most to the employma:1t in the 

region is the ser,;ice sector. Since 1980, the majority of aH new Jobs have been created 1n 

the service category. The service sector was the leader in new job growth during the 

years 1hat followed the economic reoove')' from the 1990 recess.ion. 

Govemment employment tends to mirror tho growth of the population that it 

servlees. It is cxpecit'X1 that government employmen1 will grow at a rate similar to the area 

population. The future employment growth in iiw Southern CaUfomia region is expected 

to continue but at a lev&I moderately bwer than recen1 years. Fe:ctora that wrn affect 

employment growth inck.Jde 1he direction of the naUona! economy, wage levels, housing 
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prices, and pq:,ul.ation trends. Given the national disaster of September 11, 2001, 

government should not experlenoo layoffs: on ttle contrary. gl'O'Nth pa11cularly In the 

deionse sector shou•d oo:;ur. however, the Ca!iiom(a budget deficit has negative!y 

impacted both state and local gQVemment employment. 

Orange County 

Orange C.ourty, in rome aspecti,, has mirrored the tiends of lhf.:: Southern 

Ca.ifomia ;eglon, while other charJcteri6tic:s have charted a unique diroction. 

Orange County oonSists cf 34 indrvldua1 cities and numerous unincorporated 

comrnunitles, Orange County is bounded by the Pacffic Ooe:;u1 to the -west, l os Angeles 

Codnty to the north, Riverside County to ttre east, and San Diepo County to the south. 

Ora:-1ge County offers a 'Nice variety of tef?ain from the Pac!fic Ocean beaches to foothill 

iandsc;'-lpt>.S_ 

A strategic !ocaUon and quality of llfe are the primary factors for Orange County's 

evolution frorn a n.ral, agricultural dominated economy, into a premier urbanized 

commerclaJ center. Prior to 1959. the tX1...1nty w~s lXYllSkiared to be a bedrrJOnt community 

of Los Angeles County, During the 19t.O's and 1ijti0'6, improvements in the transportation 

network and ecooomic growih in Los PJ1ge!es County gave rise to the suburhanl7afion of 

Orange County, By lhe 1970's, the commercial and industrial development transformed 

the county into an urbanized commercial cemer. Today, despite the severe t:COflOmic 

downturn al 1991·199ll, the filing of bankn;plcy in December 1994 and lhe 2001-2002 

recession, Orange county remains one of I.he most economically vibrant and diverse 

components of :he Sou111ern Caltfomia region. 

Population 

Orango Coorii'y' has added over 1,000.000 new resi<lanta since 1980 as illustrated 

in the fot:.owing tabts. Ths most reoorlly released population data Indicates that as of 

January 2005, the population :rtood at 3,056.900 residents. Annual population 

gains frorr natural iocrease and immigratron have ranged from 33,911 to lU,689 persons 

annually, slnce 2000, These gains represent annua! changes cf 1.2% to 2.6o/c. 
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1931 
1982 
1983 

11186 

1991 

1004 
1!!00 

2002 

Trends 

' 
Average Annual Change 

Number Percent 

2.2o/o 
2.5°/o 
lUi% 

2005 3.056,llOO 39.;!00. 1,3% 

1. 1980, ~990. and 2000. aH o:,er years Jariuary 1. 
California Department of Fban:::e, U,S, Census 5/05 

During the economic downturn from 1992 through 1996, the population growth 

rate declined compared to the growth experienced in the !ate 1980's. The future rate of 

gro"wi:h within the County wm depend on a number of factors. Some of the major factors 

include avaflability of deve!opabfe land, availabi!rty of water, national and regional 

economlc climate, and public pallcy toward growth and foreign dmmigration. As indicated 

on the preceding table, population has increased 45,000± persons during 1996 and 1997, 

over 53,000 persons ln 1999, and over 70,000± persons fn 2000. This tncrease v,as the 

highest in over two decades. As expected due to the s!owdown in the economy during 

2000, the population increased by oniy 34,000.:: persons, then increased by almost 
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50,00Q persons ln 2001 and 2002. During the last two years, the increase was 38,5()) 

persons end 39,600 persons, respectively, 

The areg,s withi111 the County which wiU conifnue to experience it'e largest sh.are of 

1he new population growth will be the areas af Irvine and Tustin where former military 

bases are to be reused and developed with a multitude of use:s lnciudlng housing. It is 

axpeclerl that Suulh Orange Cour1ty will continue to provide housing opportunities as 

development continues south of the master planned community of Ladcra Ranch. 

Employment 

Orange Counly is one of the most diverse economil.j~ ir, the ni:ttion, with 

aerospace, fifi.:uiclal scr.'fcos, rcroarch and deveiopment, and tourism the major industry 

groups. 111: ronjuncti~n W;th tt:e population growth ei,perlAnced ln the past dooadf!, thA 

employment base has continued to expand and diversify. The County is an employment 

center for surrounding aree1s, especially the lnland areas of Rlveraide and San Bemafmoo 

Counties. 

/42 of April 2005, Orange County had an unemp!oyment rate of 3.5o/,e,, compared io 

the Cahfom!a rate 01 ti.2%. r he most common measure ot o,mpioyuriont growth is the 

increase in nonagricultural vtags and salary employment During the 100:0's, the 

County cmploymcn1 bas.e expanded rapldly as the area became a financial and service 

center in the Souttteenl Califcmia region, 

Toial AOfiagricu!tural employment grew from 600,200 jobs in 1983 lo 1,172.400 

jobs in 1990. This represerted an increase ot nearly 300,000 fle'W jobs craated in 1he 

ooun!y during !he period from 1983 through 1900. The annual ave,age em1,l<>i•ment 

!or 1991 fell by 28.700 jobs •nd • further 17,700 in 1992, the steepest employment 

dec!lnes In over 20 years. Durtn11 1900, an addition;;..I 10,600 jobs dis.appeared. Th.s 

sharp drop in the number 6f jobs was a direct result of the t:iooncmic recession which tJt 

the California market area in late 1900, The econorr,ic sltuation began to improve by mid-

1994, and the 1994 onnual average indicates an addition ot 11.400 now jobs irom the 

1993 annual average. The 19£15 a·1nu:al average err1ployrnenl was up nearly 2.1i,,OOO new 
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jobs for a gain of 2.2~4'. During 1996. 32,500 new jobs were added bringing the total 

employment to 1,184,200, which was higher than the previous high exhibited in 1990. 

During 1997, total employment increased to 1,245,000, a 5.1o/o growth. For 1998, total 

employment was 1,293,400, up 48,400 new jobs over 1997. This growth continued In 

1999 with a total of 1,345,100, up 57,700 new jobs from 1998. For 2000. employment 

increased 43,800 jobs, or 3.3°/o. Prior to the terrorist attack on the United States, the 

Chapman Report predicted a 2.4o/o growth for 200L However, the actual growth was only 

1.8o/c, or 24,800 jobs. Clearly, job grovlth was negatively Impacted, but not as much as 

other counties with less diverslfication. Job growth was negative fn 2002, with a !oss of 

10,700 jobs. Job growth in 2003 Increased to 22,500 jobs. In 2004, the total non.farm 

employment was 1,460,000, an increase of 2.4'% or 34,500 jobs. 

Source: 

During the period from 1990 through 1994, the employment decline came at the 

expense of aerospace and defense re!ated firms. Employment among the individual 
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Jndus':ljl categories reflects furtdamental changes in the Orange County economy during 

the past decade. Construction employmerrt gains were subsiantlal btowing the 1981-

1982 1ecessiiJ11 in resputlStil ru the hiyh level of construction at..-Jvily which occurred in the 

county during the period from 1984 to 19&L f\s construction activity decreased dLc to 1hc 

recession In 1990, construction employment declined signfficantly. Constn1dbn 

employment began 1o increase in 1994 as residential construction rebounded, TOO 

rosurgonoo in residcnttill oonstruclion woo a reault of renewed consumer coofic'enoa in 

the ecommy and lower interest rates, However, the December 1994 Orange County 

bankruptcy, n01N resolved, put an immedlate ralt to sudl resurgence. Starti,g i1 '1997, 

and oon1inuing into 2005, consumer confidence returned and residen1ial home saie$ 

continued to be strong, with oontinued prire increas!@'s. Reportedly, horr& sale:3, t:a.n'ie lo a 

ne.ar stop, in the immediate aftormath of lhc tcrronS: altock. However \llrthin Oroni:ic 

Caun:y, traffic of new home projects rettmed to near nonnal levels subsequent to the firat 

n-ion!:h -following U~ allack. Outing the almost four J'Hars since the attack, the market has 

continued to improve, with prices et record high levels and standing inventory at reoord 

!ow levels. Due to 1he very limited supply of nev.· homes in Orange Ciounty, ITIClSt experts 

are predicting continuing near normal saies octwtty. 

Since the peak manufacturing employment in 1988, the number of manufacturing 

jobs in Orange County· declined ne51rfy 20o/o as or 1995. Boti«ocn 1995 and 2000, there 

was s 10'fn increase ir jobs, including almost 25,000 new jobs. H::JWever, since 2000, 

ffiaoufa4iuring jobs r.1ave decliintld OY8r 15%. Due to the high labor, c.apttal, and housing 

oosts, many Orange County menutacturlng firms have exoancted or relocated some of 

their manufacturing operations tc, arlj:,ining areas su:fi as Riverside, San Bernardino, and 

San Diego counties to take advantage of the labor ioroo arid lo'Wer land coots. In several 

cas,e:s, due to the perceived high cost of doirg business in Orange County, firms have 

relocated outside of Ca!OOmia. The majority of the manufacturing firms rermiinlng i11 lhe 

Coun:y are small operations. 

Transportation and public utiities empioynrent ~end 1o mirror popu1ation 

Employment in the trade scd'.of expanded rapidty following the recessions 'n 1986 
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and1994. During the recent years, the trade group has grown ln response to the growth in 

retail activity within the County, 

The finance, insurance, and real estate ("FIRE~) category has expanded by 35o/o 

during the last ten years. Ourlng the recession from 1991 to 1994, the FIRE category 

reflected the decline In the financial services industry and the slowdown of the real estate 

market Some manufacturing jobs which have left the County are being replaced with 

management, administrative and clerical employment. 

Since 1990, over 315,000 nevv jobs have been created in the service sector, with 

89,800 jobs added since 2000. The service sector will continue to play a major role in 

employment gro\/Vth during the next few years. Government employment Is expected to 

grow at a rate proportionate to the area population. The Orange County bankruptcy had 

some minor negative impact on local government employment as County personnel \Vere 

reduced as a cost savings measure, however, government jobs are up 20% since the 

bankruptcy. 

The ten largest employers in Orange County are shown below. 

Source: Orange County Business Journal - 2004 Book of Lists 

The employment gro\Nlh in Orange County resumed as the economy rebounded 

from the recession In 1996, but at a level moderately lower than during the late 1980s. 
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Every year since 1996 had a ne..\' record employment leve! unrn 2002. A new record 

employment level was reached in 2003 and again in 2004. Factors that will affect 

employment growth include the direction of the national and local economy, and 

oonsumer oonfidence. Due to the terrorist attack on September 11, 2001, and the Iraq 

cenflict, oonsumer oonfidence has been negatively impacted. However, the impact to 

Orange County has been minimal. The County experienced a ml!d recession in 2002 and 

the first half of 2003, but that began recovery during the second half of 2003 which has 

continuing into 2005. 

Income 

The 2005 median household income in Orange County ls estimated to be $66,895 

and the average household income is $88,789, These figures are sfgnlficantly above the 

Southern California region average. The higher income !eve! is due to the higher 

percentage of financial, Insurance, real estate, and business service employment which 

typically have higher vvage scales. 

11 Percent of total distribution 
Source: Claritas 6105 

Approximately 44%1 of the County's households have annual income over 

$75,000. This high income level, in part, provides the financial means to support the 

continued demand in the residential market 
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Retail Sales 

For Orange County, taxab!e retail sales have increased from $8.5 billion in 1980 to 

an est[mated $32.28 billion in 2003 {the most recent data). During the period from 1987 to 

i 989, annual increases ranged from $1.1 to $1.3 bilHon, or 7 .1 °/o to 9.611/o. As a result of 

the recession, retail sales declined by 4.4% during 1991. A slight gain of 0.6o/o occurred 

during 1992, and retail sales remained static at $16.8 bi!lfon In 1993. The 1994 data 

indicates sales were 4 .4°/o higher. A similar gain is shown for 1 995. Reta[! sales increased 

6.5°Jr; in 1996 to $19.45 bil!ion. and by 7.9°/c in 1997 to $20.90 bllHon. The 1994, 1995, 

and 1996 retail sales gains were the first slgn!ficant Increase in retail sates since 1989. 

The 1997 and 1998 t.axable sales showed conttnued growth wtth a 7.9"/o increase, and a 

7.0,;;,t; Increase. Sales for 1999 and 2000 increased 10.4o/o and 10,9%, to $27.49 bllHon. tn 

2001 the sales grov.rth declined to 3,8<lfc or $28,52 billion. For 2002, sales increased 4.Q<l/o, 

up to $29.65 billion. During 2003, taxab!e retail sales totaled $32.29 bif!ion, this was an 

8.9o/o increase. 

Reta1i stores, taxable retail sales total 
Source: State Board of Equalization 1105 
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The retail &ale data is not adjusted for inflation so lhe real decline in retail sales 

whlcri occ:urred during the recessionary period Is greater thar the unadjusted numbers 

lndlcate. 

The decline durin; the early 1990s recession was like!y caused by several factors 

working in conjunction. First, consumer oontidoncc fell sharply during the t1.".lriy ",990-s 

recession due to increasing uoomploymf!nt and uncertainty in the job market Household 

appliance purchases ard other big ticket Item purd136'e$ \Nere pot:tponed. Secondly, the 

rctall mo!1::ct hod shifted from traditional :nalls aoohorod by "department stores" 1o 

spoc:ialiLed superstore, warehouse!clul.:i s:turus and "oft'.-price" centers_ These chain 

operations offer retail £Oods at reduced prtces doo to IOVJBf operatk:g costs and lowBr 

profit margins. This may have contributed to the overall decline in ihe total retail sales 

figure. The resurgence in retail sales between 1994 and 2~0 was a direct result in 

renewed consumer confidence. Dur ng the recent reooss.00 and the terrorists a:tack on 

the United States, consumer oonfldence weakened as evidenced bj' the lower retaU sales 

growth during 2001 1:1nd 2002. The decline in the stock rnarket also a<.ldOO to the de,,:;l!ne 

in consumer wealth which dtrcctly lmpact:s retail salos. In 2003, the sales increase in 

dollnrn W."J!S thR second largest in history, 2004 sales have not been reported 

Real Eotala 

1990, the slowdown in !he national economy and the problems within tile 

savings and loan industry raSllUed in fflower sales aciill'ty in most Southern California raial 

estate markets, including the Orange County ar<?..a. Further declines occurred through 

1991, 1992, and 1003 as ltlfidert remained cautfova and dl6i\l{;jk;ipan; found financing for 

new projects difficult to obtain. Beginning ln 1994. some horneb,r}1ers rernlzed mortgage 

loan rates were at their lowest levels in over 20 years .and entered the housing market 

As the national economy, and ro .a lesser degree the local economy, began an 

er.onomic recovery, the FedP.ral Reserve Bank lncr0a'Sed the federa: fund rate 

1994 and early 1995. Although the federal Reserve kept the federal funds rate stabia 

during most of 1995, sh;:at term and long 1errn interest rates lluctuated during 1996, Ra1es 
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remained stable in 1997, 1998, and early 1999. ln m;d-1999 and 2000, the Federal 

Reserve increased interest rates. However, rates have declined rapidly since 2001, to 

record low [evels, although rates have recently Increased slightly from the record low 

levels. Recently, local mortgage rates arc the mid to high 5°/o range. It appears that the 

motivation behind the monitoring of interest rates, to keep inflationary pressures in check, 

is \Vorking. Should the economic recovery accelerate above an "acceptable~ growth rate, 

it is the Federal Reserve Board's contention that inflation will increase. Two to three 

percent increases in !ong term rates would have a dampening affect on home sales. 

Hov,ever, given the recent events, a major increase ln long-term rates is not likely for the 

next six to tfielve months 

Even with anticipated slowing in population grov.rth, California will be adding 

approximately one mimon new residents every two years. Arthough the '1980's v1itnessed 

a substantial amount of new home building, th[s activity did not keep pace with the influx 

of people. According to Hanley Wood Market lntemgence, there is again pent-up demand 

for housing. The problem in most markets, including Orange County, is affordability. The 

rapid increases in values in the 1ate 1980's caused a tremendous affordability gap in the 

coastal metropolitan areas. This led to unprecedented grovtth in the Inland Emplro areas 

of San Bernardino and Riverside Counties as people sought affordable priced housing. 

Currently, the affordabiHty index is at historically 101.v levels. 

The table be!ow shows Orange County in relatron to the remaining Southern 

Calif om la counties for median price and number of dwemngs sold. 
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During the perio:i from 1988 through i 989. hous,ng values appreciated a1 rates 

apJJroaching an average of 15% !)er annum through:1u! nnJCh :;f Orange Counly and 

SoL:them California. During the period from 1990 thro:...igh 1993 as the eoor,omic 

recession infiuonood a\\ segments ot potential homcbuyers, the rate of house price 

.aweciaticn fell dramatically wll:h decreases of i.lpproxknatety 4 o/o 1o 6o/o per a1num. 

During 1936 home prices staoltized, an:::! most new subdivisions experi@noed significant 

price increases from 1007 to the pre.sent time. The combined median ntwr home price, 

'Aihich includes attached and detached products, exceeded thu $300,000 barrier for tha 

first 11me In history in Ma~ch 1008 and as of Apri! 2006 is at $887,000. Median m:w, home 

prices incrsased 1-40% In just over slx yearn. The median price increased 37.71% crwn· thA 

past i2 months. Sales volunres Jocraasad during 2003 .:tnd the first ha!f of 2004, to nea: 

reoord levels, but have been declining over tho last year. standin;:i unsold inventory ls al 

historically low levels with about a one.,month &Jpply. Howiever, unsold invt1ntory is 

significantly higher than one year ago. 

City of hvlna 

The City of Irvine is located in ceintral Orange County, It was incorporated an 

De::emoor 28, 1971. lllough Iha Cilys origins date back to the 1860's, It is adjacent to 

Tustin and Santa Ana to the west, lake Forest to the e.ast, Ne;11,·port Be~ch to the south 

and the uni,oorporated area of Orange County to Iha north. The more rurru 

untnoorporated areas or Orange County are located northeast of the City limits. Irvine 's 

au."'eSsib!a fron1 lha Santa Ana Freeway (!~5), t1e San Diego Freeway {l-406 ), and the 

Costa Mesa freeway (S-06), wl!He ll1ree toll roads are adia<;enl to !he Cilc;. Please refer 

to the next page for a oofghborhond map of the District 

1864, James lrvi,re and Mo partoors purohased the large ranch. which had 

been assembled l~e:xican and Spanish land granbi. In 1876, lnrlne his 

partneni:. In 1894, Irvine's son, J~ lrvioo II, inoorporated the land holdings as The 

Irvine Company* for decades, the ranch was used for agrictJlture and grazing_ But as 

urhani?ation 001Hnued to 1nuve .sautn from Los Angeles C,JUnty during the eariy 1960s, 

the company's directors annoc,,1nced plans to undertakls a comprehensive planning effort 
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that v.·ould guide :he ranch's future deve!opmenl Through ihe years, ttie oompany's land 

have diminished as homes have been sold and 8$ land dei€,,m@d Sl31nsitive, for 

environ111enta! or public recreational uses has been conveyed ta governmental agencies 

to ensure prt!so1Vatton and public access. Today, approxlmetely 44,000 ecres rerru:i:n 

under the oompany's stewardship. 

The City of hvine '" the g•agraphical and hi•torical heart of The !Nine Ranch. 

Irvine has a populat,on of .approximately 180,000 persons. The Citys rrost prominent 

business center 1s IIV!ne s pectrurn, one of the Country's major business, research and 

technology centers. The Greater Irvine Spec:rum Area employs .appm;,cimately 55,0f:O 

people at apµroxi:natety 2,500 oompr.nies. Core growth lndustri$ are automotive design; 

biotech; broadbnnd; computers and computer perlpherais; computer sottwa"'e, and 

med!cal deVires. Irvine also is home to the University of California, !rvlne, one of 1f1e 

Country's best public research unlversl1ies, built on land clonatec:1 by The !Nine Comf}any 

to the Urnverslty of Callfomia. 

lrvfne has shared ln the rapid growth of the region, partiooiarly during Iha i 970s, 

19805 and 1990s. Mealiy all of this population growt>i has been the result of peopie 

moving to the ncwor Job markets in Orange County, Irvine has a cuITBnt r,opulatioo of 

about 180,800 according to I.he California Department of Finance. This is almost triple it,e 

population in 1980 of 62.100. The primary cause of the populaOOn growth is. home buyers 

attrai:::.1.ed lo the newer residential developments witriin ihe remaining vacant 

acre.age_ The City has about 55,000 housing units, with about 40% as single-family units 

and 56% mu!ti~fa.mily units. Almost 60°.ii of the housing units are owner'occupied. 

Po,pulation 

A."'i of the 2000 Census, !r.rine had a popule:tion of 143,072 persQns or a 30% 

increase over its 1990 population. The St.ate of C.alifomla estimated the 2005 population 

at 180,800 persons for t'le City of Irvine, a 26.4% increase There are almost 55 .. 000 

dwelling unib in the City. 
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lncome levels 

The City of Irvine has an income distribution substantially higher than the 

countywlde distribution. The median household income for Irvine rs $83,891, which is 

significantly higher than the countywide figure. The average household income in the 

City is $106,247, which is also much higher than the countywide figure. 

Income Range 

Less than $15,000 
$15,000 • $24,999 
$25,000 • $34,999 
$35,000 • $49,999 

• $74,999 
• $99,999 

$100,000 • $149,999 
$150,000 or more 

Total 
Median Household Income 
Average Household Income 

Source: Claritas 6/05 

Retail Sales 

2005 
Distribution 

5,272 
3,270 
3,380 

12 669 

64,897 

Percent 

8.12% 
5.04% 
5.21% 
9.43% 

161!5% 
15.02% 
20.80% 
19.53% 

100.0% 

$83,891 
$106,247 

In 2003, the City generated retail sales of $2,676,430,000 or 8.3% of the 

County's total retail sales, The retail sales increased 34.5°k from the City's 1999 !eve!, 

while the County increased 30.3% during the same period. Annual sales for 2004 have 

not been reporte1l Although on a statewide basis, sales were reportedly up over 10o/o. 

Employment 

The !!vine area has an employment level of 168,000 persons. The 

unemployment rate for this area is 3.1o/o, lower than the countywide rate. The top ten 

employers in this area are showr. on the following table. There are 9,813 businesses in 

Irvine. 
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The major commercialllndustrial planning areas in the City include the lrvine 

Business Complex on the 11.,est side of the City, and the Irvine Spectrum on the east 

side. These are the major tax and employment bases. Consistent with residential 

planning areas, both employment areas are developed with strict landscape and 

architectural standards imposed by the City. 

The !ivlne Business Comp!ex (lBC), located near the Orange County Airport, 

covers the 4,000 acres originally called the Irvine !ndustrial Complex. The name change 

reflects a zoning change that paved the way for development of office buildings and 

hotels. This ls the largest masterwplanned fndustrlal park !n the nation, with well over 

3,600 firms employing more than 100,000 people. The Irvine Business Complex is a 

portion of the greater airport area. The subject property is located in the Irvine Business 

Complex. Some of the largest employers in the IBC include Ernst & Young, Argent, Sun 

Microsystems, Edison International. Balboa Capital, Entrepreneur Magazine, Toyota, 

Prudential, Siebel, Yum! Brands, Smith Barney, and Wet!s Fargo_ 

The Irvine Spectrum is a 3,600°.acre employment base adjacent to the 

confluence of the San Diego and Santa Ana Freeways. Within the irv[ne Spectrum, the 

257-acre Irvine T echno!ogy Center is a center for high technology oriented industry and 

the 227-:acre !ivine Bioscience Center provides for the City's growing medlcal and 

science industrtes. The Irvine Bioscience Center includes the 200-bed Irvine Medical 

Center hospital. Working with the University of Californ!awlivine, these centers are 

planned to make lrvlne a focal point of technology. In the middle of the Spectrum 
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developrT!enl is the 373~ac:e;; lfV1ne Center, which now consdsUi primarily of office spal:4e 

and includes hctcls. restaurants, cinemas and retail scrv1coo. High profJ!e firms in the 

Spectrum include Lincoln Mercury, Mazda, Veriron Wireless, Bmadc.om, "foshiba, 

Canon. Cisco, Advanced ster1l1Zat10n Products, Baxter Healtticare and Brlstol~Myers 

Squk:b. 

Tha 000-acra hvina lndustrlal Canter providas a large existing light industrial 

base. The Spectrum 5 area is currenfly bel'ig developed and planned for 500 acres of 

light industiial and high technology land ui:res. The Spei.drum se:clion of !rvint'.l is 

expected to provido 100,000 new jobs over the next 15 to 20 years. 

The University of Callfomla at hvlne ls a major emp:oyer ln !ts own right, 

pro•/:ding over i 5,000 local jobs, but. :ts ties to the private sector have given rise to a 

massive R&D business park adjacent :o tne campus ca!le,d Universiiy Research Park. 

At full build-out, the p,ari<: wm oontaln approxlmatefy 2.4 million square feet ar'.d is 

cilrcady homo to 44 firms including Cisco. Amelicf..'l Online. Skywou1<;s, canon and 

Conexant 

Two other major employment centers are located nearby, but outstde the Irvine 

City limits. 

The 600-acre mixed~use development known as Newport Center, with ocean 

vlewis is one of the Soothem Cal1fomi:a's mOGt sought after office locations. Newport 

Center includes 4.0 million square feet of off1t,,,"e space, two major hotels, including a 

Four Seasons, aoC Fashion Island, a i .2 n\illiori square foot retail center. f!.1ajor 

em~oye:·s in Newport Center indude the Irvine Company, Pacific Life, UBS Palne

Wabbsr Inc., Prudential Securities, lnc., PIMCO. Stradling Vacca Carlson and Routh. 

and O'Mefveny and \1yers, LLP. 

The South Coast Metro is adjacent to Irvine and is one of the most prestigious 

10mployment centers in Southsrn Cafifomia. It oom~nes 2. 7 million square feel of office 
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spare with 2.7 million square fe,et of (ell:til, including South Coast Pta1a, the highest 

g:rossing ma I in the U.S. It also in:::ludes the Orange County ~rtorrning Ms Center 

flfld the Sooth Coast Reperlory. >,1ajor employers in the South Coast Metro include IBM 

EquiCo, Bearing Pointe, and Equifax. 

Transportation 

lf\-ine has very good freilway access provided by in1erstate 405 (San Diego 

Freeway), Vvhlch runs through the oouthem portion of the Clty and Interstate 5 (Santa Ana 

free-Nay), the major north/south freeway in Calbnia. These freeways merge together at 

a major interchange situated in tho south•ast portion of Iha City. Both f,-iays int•rsect 

'il'lith State Highway 55 {Costa Mesa FroevroyJ to tho "Nest and northwest From there, tho 

Costa rv'lesi:i: Fr€1e'-.vay extends north to the Riverside Free'Naf providing access into 

Riverside and San Bernardino counties an;j west into Los Angeles, Tile Costa Mesa 

Free>Nay cootirr..Jes solrihwest from !rvlne to Coste Mesa and Ne-Npor1 Beach. The Santa 

Ana Freeway generally bisects the City. It e~'1ds northwest to Los Angeles and further 

to Ventura County and cerrtral Calrfomia. To trie south, it provides access to San 

Clemente and ultimately to San Diego and the international t:ordcr with Mexico. 

A.tro available ts the Eastern Transportation COfndOf. toll roads (the San Joaquin 

Hills Transportation Corridor and the Fooihin Transportation Corridor} that run from the 

Riverside FreS\:vay near Aooheim :o Tustin. merging Into Jamboree Road about three 

milos north of the subject. 

~cooss to the naighbomood is primarily v.a the San Diego Freeway (l-405) direct y 

north of the subject site. There are on and off-ramps from Jamboree Road. Jamboree 

Road is the main north/south arterial street serving the area. The San Diego Freeway 

pn;,vidoo access to Long Beach and West Los Angelos to the northwes1 and south 

Orange County and San Otego 1o tha soulheast The San Diego Freeway connects with 

the Costa Mesa Freeway rooghfy 2 miles west of tne subject site, The John Wayne 

Orange coun!)' airport is located one mile wesl Tho S-73 Tcl~oad is located 1,5 miles 
l>Ouih. 
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tmmediffi Neighborhood 
The subject properl)i ls locatec at the eastQf'fl edge of the Irvine Business Complex 

at the intersectron of the 1-405 and Jamboree Road. Specif1cally, the subject is at tne 

northwest oorne:r of Jamboree Roai'l and Miche:lson nnve. Jarnhoree .Ro,,1d hAs a sun 
interchange- whh the 1405 (S.an Diego Free\vay). Surrounding uses have hlstorlcaly 

rncludcd offices, R&U, manufacturing and hotet uses. 

Ai the northeast comer of Jamboree Road and Michelson Drive is a maior mixed 

use project kncwn as Park Place. This project: oontains 1.75 million square feet of office, 

but ~ entrtled for a ;;otal of 5.0 mnlfon square feet of de\J"e!opment In total, Park Pfaoo 

oontatns 105 acres of land. Park Pia~ ls the loc.aiion of !he Marquee at r1ark f.)lace, a 

232-t..nit condo project situated in two 18,..stDry towers. ThA projAr.i, sched1..1led for 

oompletlon fn 2000, is completely sold out .at prices between $630,000 a10 S1 ,800,000 

per urJt 

South of the subject is the headquarters for St John Knits, one of the largest 

employers in lr.rlna. Additional mtxed-use of older industrial buildings c:ortinues south of 

St. John Knits. 

On the east ekfe-af Jamboree Road, south of Michelson Drive are several newer 

apartment and condo projects. These lnciurJe Villa Sienna with 1,442 existing apartments, 

Toscana with 563 existing apnrtmonts, \'Vatcrmorkc watli K~ apartments, that have been 

COfl\lOrted into for-sale ooodos and the Preserve, a new 4044Jnrl condo pro.,ect now under 

construction. Ir addition, srte ¥.'Ork Is beglnnlng on 1he Plaza Irvine, a 202 unit oondo 

project to b-0 built in two high~rise butidings ai the comer of Jamboree Road and Campus 

Drive. 

To the west of the subiect are tvt-o hlgh·rlse office parks w1:h hotels and 

restaurants. About one-mile west is the John Wayne Airport 
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About one-mile southeasterly of the subject is the San Joaquin Wildlife Sanctuary. 

Tho University of C.ellfomia, Irvine is about two miles southeast of the subject 

Although located in the City of Irvine, the subject prop~rty is !ocattNJ Ki lhi:, 

boundaries of the Santa Ana Unified S:hoat District However, ii is antic:lpated that the 

students will attend the Irvine Sdioola \\!hfch only requite the parents to apply for 

attendance lo lh1:4 lrvine School District 

The strength of 1he economy for Orange. County is ·€.victerrt in the rafstively gt.able 

.employment anc, ccrrespom:!lngly, PQpulaton of tho Coumy. Vtt-iile the employment and 

population figures have shG'iK! oontinL·ed gruwth, loc:a! uoo1nployrnB1111 has consist1::nl\y" 

been below the national and state averages. The rebound frQfrl I.he past recession has 

shov,m signiticant gain in populaiioo and employment numbers. Most economists predict 

a continuation of expansion for one to two yaars to come. all:hough at a more m:,der.ate 

pace. 

As the economy moved out cf the previous recession mode, a return to gro\!\lth 

and economic stabiUty for this County occurred. This was due, in part, to the diverse 

economic base for the area. Addttional!y, tne availsbillty of Caw;tcpable land in 1he 

County, rc(X')ptivenes:s of !ocal corr,rrairuties tc new business, a slrong labor pool, and the 

mild climate have in the past .attracted new residents .and hu:sinass. 

The community of Central Park W8sl will offsr affordable housing {as compared to 

many nearby communities) whille buildllg a gOOd reputation, lhe area provides good 

schools. and community amenities, ,vhk:h are desirable characterislics for families as well 

.as young and established professionals. local growth provides ain economic: and 

employment base for retail and service businesses that will be supplemented by jobs 

resulting from ihe devel:.pment of lhe surrounding business pa'ks. The industrial and 

retail development oi the Irvine Business Center and the Spactr-..tm in IMne, has 

generated slrong interest in the area, Locat de-.•elopment \viii result in oonUnuoo demand 

fQ( housing. 
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SITE ANALYSIS 

Location 

The sub_feci parool, known as Central Part. Wes~ is 1~ted at the northwest oomer 

of Michelson Df'Ne and Jamboree Road, soutri of the San Diego Freeway (1405) in tne 

City of !n,dnB, Orange Cwnty, Ca!ifornii;;i, 

The subject property has been under sna construellor since Apl'il 2005. Minimal 

srte grading is completed, The last remaining prior bulldlng was recently demolished. 

which allows site grading to begin in earnest As of the valuation date, Q\ler 30% of the 

grading was complete Wlthln the Ols1rict. None of1he merd'ant: builder projects are under 

construction. All perimeter streere adjacent to the District are oomplete. Addiiional 

tmprovemcnls are planned for Jamboree Road and Michelson Drive, which are expected 

to be reimbursed by the City of Irvine's CFD. Pieaoo refer to the Addenda fo( a summary 

or the costs to complete for the subject parcels as of June 1, 2005. 

SP and Shape 

The overall shape of the .subject District is rectangular, Tract No. 16590 contains 

42.76 gross acres and 30,562 net acres that Is currently proposed lo be developed wHh 

1.300 attached dweUng units, Lot 8 of Tract 16590 is proposed for 62 affordable units 

and is not a :part of 1he vatuatlon of CFO Ne. 2004-1 A ropy ot the CFO No. 2004-1 

boundary map"'"" included on page 4. The next page diSplays Traci Map No. 16590. 

We were provkied with a g,,otochniCBi repon prepared by L<>ghloo and 

Associate•. Inc. dated Janual)I 27. 2005, for Leqnar KFPlB. llC. The report concluded 

!hat the proposed deveiopment ls feasible from a geoteci'n1csl stlindpoint provided their 

recommendations induded in the report are incorporeled in the project plans. For 

purp,,:)Se5 of this :he soil l,; assumed to be of adequate load~bearing r-e1pacity tn 

support all uses considered under Ct.Jr conclusion of highest and best use. 
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This appralsa! is based on the specific assumptk:in that the property JS suttabie for 

Cevetoprnent as pmpooed and supported by our highest anc beat uae analysis. This 

appraisa! report is aso based on the fact that there are no hazardous materia!s: 

contaminating the :soil No representation is made by the appraisers concerning the soi! 

conditions. 

Topogtaiphy/Drainage 

CFD No, 2004-1 in Its entirety consists of a la,ge flat parcel throughout th<! 

community. The neighborhoods wm be buUt on the flat areas. The parcels do 

not offer significant vkwrl potentfaL 

The land ts under construction with mass-gradm.g just beginning. Prior tD site 

oonstrucUon In Aprtl 2005. the land had been the fcmwr Parker-t,artooln headquarters. 

site. For purposes cl this va1umion, th(;; subject property is valued in its ~As is·· oon::iition, 

as of the valuation date. 

it is assumed for p..1rposes of this appraisal that :he builder wlll iu~m a!! 

grading/dr.au,age requirements of the City of Jr..ine prior to eny building oonstructfon. 

Zon~ng 

The subject property, which ls :a portion of the 'l ,5" 0 acres wlthi1 the Irvine 

Business Cc·mp!ex, is currently zooed 5.D IBC, by the Qty of lrvcf'le. A!!OY.'ed uses inciude: 

rasid~tial, retail, .and office. Tract No. 16590 has an approved zooing for Mixed Use. This 

zoning allows for 20 to 125 dwelling units per aero. Specffically, Tract No. 16590 will allow 

up to 1,38D units of townhomes, flats, lofts and high-rise homes. The maximum dens:ty is 

45_± dwellfng un-ts par not aero. Tho General Plan Dooignation for this tract is mixed-use. 

The subject property has a racorded final tract map as of tha data of value. Tract 

Map No. 16500was recorded on May 19, 2005, as Instrument No. 2005-000385873. The 

tract map includes 17 developabfe lots, 3 pocket parks, a 2+ acre central park, and 

prntato streets. 
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The subject property is approved for a maximum af 1,380 residential rondominium 

units, 90,000 square feet of office space and 19,700 square foot of retail space, 

according to the Master Plen. The City's P!annirtg Commission has approved 1he Master 

Plan and est'.ablished design guidelines for the prooosed development (04-.2511 ). The 

General Plan has been approved and Supp!emen1al Environmental Impact Report ha:s: 

been adopted (04*2509). The za!'lng on the sub}ect property hi3s been chang6!(:l from 5.1 

!BC Mutti-uso tD 5.0A !BC Mixed-use (04-2610). The Zone allows for a mix: of non

ro:sk1A11ti.:1! and resirlenlia! u:::.&8 on the same site. Tentative Tract Map No. 16590 was 

approved In 2004 along with the Pall< Plan (04-1512). The Development Agreement 

bet.ween the City of Irvine and KFPLB l\1lche!son Jamboree LLC 

on October 29, 2004. 

owners) ~eoorded 

According to an irterview vvi!h the City's Pfannlng Department, there are no 

additk:tnal discretionary permits required for development of the retail, restaurant and 

offices uses. However, development of the reskJential attached units wrn require a 

Condilkln Use Permit (CUP) tor eaeh project There are design gutdc\lnos already 

eslablished for develooment of the District Assum,ng the builder's proposed 

developments are similar to those guidelines, the CPU process should take approx,mately 

B± months. Ail dev<l!opments Wi!' require precise g'adtng permits and 

before building or unit oonstruci.ion can begin. 

pem1its 

Th• of !Mne has an affordable housing requirement for nil residential 

developments within th~ Clty. Frftf*'!n percent of the proposed dWSiling units are to 

satisfy the affordable hou·sing lOCJ.!lrements for Very Low !neoma, LOW Income and 

Moderate lricome households. Each income level is to be fulfilled Y<iith 5% of the 

dwelllng units for each inooms lavel. Income levels I and II; Very Low Income, require 

that family inoome no1 be more than 50% ofth@ County median lnromA. lnoome Level 

Ill, Low Income, requires the household income net be more than 80',i) of the County 

median income. Income Level IV, Mo:Jerate Income, requires the household annual 

income not be more than 120% of the County median income. 
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The fifteen percent requirement would mean tha;1t 207 cwelling units are needed 

to tutti II the affordable housirg requirement, assurriny maximurn devehlpm6n( of 1 ,380 

dwelling units. tlawovcr, a Centr~I Park Affordable Housing Plan dated June 16, 2004, 

flhls bt:tll::ln ;,n,;c~pled by the City with substantial rcvistons to tho City requiremerns. The 

Pl.an states that the developer intends to satisfy the affordable housing requiremenbs for 

Central Park by constructing for~safe uniW u,r1-:;.iW. Sorne of tt1e for-6tile units will be 

three bedroom units. Because the !BC, in which the Uistrict 1s located,. oonteins several 

thousand "m~rkRt rAtA" rental units and for-sale units that satisfy the Leve! IV 

roqu\mme.nts, the developer requested the City waive the 5% Moderate lnoome 

requirement The developer recervec additional cre.d~s tM:th A for-sale and 

providing three bedroom units, The net result was that 62 affordable housing units zrc 

required for development of the Dis'.'rict, .assuming 18 of the 62 units will be three 

bedroon1 units. This requirement is being satisfied with the development of Lot 8 wlthin 

Tract 16590. 

Regional access to the area is provided by 1he San Diego rreeway. 

Interstate 405 runs in a southeasterty direction fron1 Los Angeles through Orange County, 

merging with the 1-5 Freeway at the border ot Irvine and Lake f-orest biseciing ti-tte 

SacldlAback Valley and continuing southeast to San Diego, Access to the subject's 

immediate area is vie Jamboree and Michelson Drive. Jamboree Road is a major 

north/south thoroughfare traversing the Irvine, Tustin, and Newport Bead1 w111mln1iti88. 

Jamboree Road has a full inteldlange with the 1-405 Freeway adjacent to the subject. 

Micllelson Drive is a major eastftNest thoroughfare which runs from the John V,Jayne 

Airport oasterly to Jeffery Road/University Drive. 

It appears that the interior "S;\reets, which indude cu!-de~sac type ex:ten.sions will 

offer adequate access to the dwellings and minimize traffic. The .streets w\lhin trte 

development will be asphalt paved, with ooncrete c.urbs, gutters, and sidewalks. Direct 

access will be provided from two main entrances on Jamboree Road .and Michelson Drive 

tor the Central Park West deveJopment However, each project will be separately gated. 
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Easements 

The appraisers have been provided 'Hith one title report that covers Tract No. 

16590. The report 1s dated June 3, 2005 and ldentffieC as order number 70029 34-23. 

As of the date of the title report, the !and was under the ownsrsh!p of Lennar KFPLB, 

LLC. The majority of the casements revealed are for pub le utl!ifies, public streets, 

aviation easement, and do not appear to have an adverse impact on value. The title 

report dlscloS<ls a $105,000.000 lrust deed encumbering the property. A copy of Iha 

titie report is retained in the .appraiser's. wnrk fi!e:.<:t This appraisr.d is contingent upon the 

fact that there are no easements, encroachments, or oondltlons that would adversely 

impact the value of the property. The title report dlsdoses notices of special tax nen for 

both Santa Ana Unified School District CFO No. 2004-1 and City of Irvine CFO No. 

2004-1. 

Utilities 

As of the date of this appraisal, all of the utilities are avai!able ta Central Park 

'Nest The utilities required to support the subject property to its highest and best use .;trl:i 

provided by the fol!ow!ng companies/egencioo: 

El ectncity. 
Natural Gas: 
Telephone: 
Fire: 
Polial: 
Transit 
Water: 
Sevvsr: 

Southern Ca'ifornia Edison 
Southern Ca'ifornia Gas Company 
SBCIPacmc Ben 

CoJnty Fire Authority 

CoJntyTransit District 
lfllioo Water Dlstrict 
lMna Ranch Water District 

The subject property, as of the date of valuation, was not located in a designated 

Earthquake Study Zone as determined by the Stale Geologist However, all of Southern 

California is subject to seismic activity. The subject property is locatsd in a Zone "X"' flood 

designated area according ta Federal E::mergency Mr.1nr.1g~.ment .Agency Community 

?anel No. 0602220200H, affective date February13, :2004. This designation references 

.:'ln area of minimal flooding, 'Which is outside the 500.year flood plain. Flood insurance ts 

not required. 
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The site is impacted by noise from tho existing 1-405 1-rcoway .and botti 

Jamboree Road and Mlchelson Drive, Although a ~sound wall" is to be built on the 

property's north lioo, adjacent to the !-405 Freeway, the entire site ,vrn be impacted by 

noiset The subject site will also be impacied by aircfaft r:oise. This v1ill be from take offs 

and landings of commercial jets at John Wayne Airport and the overilitlights of small 

planes that circle around the airport for landings. 

Hazardous M1teri11CToxic Wa,w 
The Site wa~ a n1-01nufa.1ctur 119 and 1e~cl1 indui>tdal wrnplttx operatad Uy P-arker 

Hannifin Corporation from 1970 to 2000, Various jet. helicopter, and aerospaoo 

wn1ponenls -.w:r~ del;.igned, built and tested on the facility. These operations included tr.e 

use of numerous hazardous chemicals including chlorinated solvents and various 

petroleum hy,1ro,::.anoor,s. removal of two underground storage tanks in 1900, 

hydrocarbons and a oommoo degreaser (tctrachlorocthcnc l I C~j) were petroleum 

detected in shallow soil afld groundwater near the southwest comer of the stte. Numerous 

soil afld groundwater !nvastlgatloos were subsequently completed. In 1991, a 

groundwater treatment system was designed and installed. A sail vapor extraction system 

was designed and installed in 1995. Bath treatment systems operated until July 2003 

when they were shut dcrNn with perrrission from the California Regions! Wa':J3r Quality 

Control Board - Sar-ta Ana Regbn (RWQCB). Only residual amocnts of soil and 

groundwater contamination remained on site at that time. 

Lennar KFPLB, LLC oompleted demolition of aH former struci.ures lri early May 

2005. There was removal of over 15,000 tons of soil impacted. with petroleum 

hydrocarbons and volatile organic compound from eight areas of the srte throughoot the 

dsmolilion activities. Four of 1ht1se eighl arecn:; were knO'Wll before demolition· 'WOrk 

started. The remaining four were discovered during demolition activities. 

The subject property has boon under environmental monitoring and remedlaU::in 

since 1990. All of the c:osis assod;;ated 1,vith environments! issues are the responsibility 

of the original owner that caused 1he oontamlnation, Parker~Ha.nnifin. It is a specffl'c 
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eon!Ungency of the appraisal and values included herein, that any. additional 

costs a$soclaf«t With further remediation are born by ParkerwHannifin and there 

is no time in site or unit construction. It is a specific assumption of this 

appraisal that fi'.e site is ;:ree of any env,ronmental ha.a::ards. 

It Is o:.1r understatiding that the Ctty will require an additional Site: Assessment for 

each lot Within the District upon further development of each condominium lot. It is a 

speeitic assumptior, and cw1tingency of this appraisal and value that no further 

remediation will ba roquJrcd and the thnetina for development as currently 

envisioned wifl be met. 

Envfronmental 1ssues 

The subject parcel was formeliy used for indus1rial manumcturing and R&D 

purposes, No rare or threatened species were observed on the subject parceL 

Trar;sportation 

Vital to an area's growth ~n:J economic expansion are its transportatlon facl11ties for 

bOth business and residents. The to!!ow!ng ia a summary of the existing transportation 

factlilles available Jn the area. 

Ral: 

Truck: 

Air· 

Bus: 

Water: 

t\rntr.ak slops in Irvine and Tustin. 

11 major trucking lines serve Orange 

Airport (1 mia), las Angeles lntemationa Airport 

Orange County Transit District, Dial-A-Ride, Pai:~N~Rfde. 

Long Beach Haltlor!Port of Los Angeles 

Santa Ana Freeway (Interstate 
San Diegn FreAWay (lnt.1rntafA 
Costa Me"" ~reeway ( 
[astern Transport.r!ition 
San Joaquin Transportation 
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Taxes and Special Assessments 

Pursuant to Proposition 13, passed in California ln 1978, current assessed values 

may or may not have any direct relatlonshlp to current market value. Except ln limited 

drcumstances, real estate tax increases are limited according to Proposition 13 to a 

maximum of 2~fi per year, If the property is sold, real estate taxes are normally subject to 

modification to the then current market value. 

The basic levy for the properties is 1%. Jn addition, there are taxes and 

assessments for Metropolitan Water District, Irvine Ranch Water District, and Vector 

ControL The subject parcel will be subject to CFD 2004~1 Special Taxes, for the Santa 

Ana Unified School District and special taxes for the City of lrvine CFO No. 2004-1. The 

developed projected total tax rate is at 1.5%± of the initial base sales pfices of the 

lndfViduat homes. The office of David Taussig & Associates has estimated the Special 

Taxes on the undeveloped land within CFO No. 2004-1. The Speda! Taxes for the 

individuaf homes are also estimated. 

The subject property is identified as Orange County Assessor Parcel No. 445-091-

07. The parcel is assessed as an improved headquarters/R&D facmty for fiscal year 

200412005 as of January 1, 2004. The total assessed value is $46,300,028 and a total tax 

of $504,502.44. The tax bill has been paid. The County Tax Collector's records show the 

fof!owing tax rate for the property within Tax Rate Area 26-037. 

In addition to the above taxes, Spedal Assessments .and User Fees include: 

Vector Control Charge $ 6.24 
MWD Water Standby Charge $ 427.00 
MOSQ. Fire Ant Assessment $ 170.72 
Landscape & lighting #1 $1,755.84 
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IMPROVEMENT DESCRIPTION 

General 

ihe subject was previously improved with research and devetopmen1 buddings, 

which have rccentiy been demolished. Fro.rn now unrn Septembar 2005, Iha sit1: work 

consisting of grading, irfrastructure, and streets are expected to bring !he site to a 

super-pad condition. Utflitles will be stubbed to each condominium lot. 

The proposed improvements Include offiee, retail and residential devetopmen".S. 

The office will total 90,000 square feet and the retan 19,700 square feet 'fhe office 

building Y,•UI be a five-story Oass ~B" steel and glass structure. The design a1d appeal 

'11'.'lll be competitive with near-by office buildings, especially the newer buildlngE in Park 

Place. The retail building is proposed to be a one-story Class "D~ frai'kemstuoco retall 

building, oon-1parable to the newer retail centers along Jamboree, south of the subfect. 

Both buildings will ncorporate the design features of the residential projects withfn 

Central Park West 

The residential developments are proposed ta include lo>N, mid and high-rise 

w th varying densit.ies. The_ current plans are for eight low-rise projects 

totaling 390 dwelling units; five m!d-rise projects, totaling .609 dwelflnt; units; and one 

high-rise project, totaling 240 dwelling units. All of !he marl<et rate units area ourronlty 

planned to be buill in phases with lhre,, to 12 buildings per project The project 

is planned to include two buildings. Affordable houoing units am requirad as part of 1his 

project lot 8 is currently planned to be developed with 62 af!olllable dweHing units, 

which is a-xempt fro'TI the special tax lien, and therefore. not valued In this appraisal. 

Contra I Parle Wost "ill not be galod: however, each community is proposed to be gated, 

The eight low-rise projeci:s will include three basic product eypes. The Luxury 

Townhome..'> .are currently proposed to be three stories consisting of 6-plex, 5-plex and 

4~plex alley loaded buildings. with attached gatages, The densities will be around 22 

units per acre. The Brownstone Vrllas are proposed to be three and four starias 
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consis11ng of 6-p!ax and 4-plex courtyard buildings wlth attached garages. This project 

is expected to include tO\Nnhouse unlts and flats. T11e densit~ will be around 27 units 

~er acre. The Browns.tore Tawnhornes are propose_d to be lhree stories consisting of 6-

plex and 4-plex courtyard bulfdings wtth attached garages. Simllar to the Brownstone 

Villas. this is expected to offer to\vnhomes and flats. The densities should be 

around 31 u,its per acre. 

The five mid-fisc projects are oorrently proposed to include two basic product 

types. The Luxury Flats are proposed ta be three stories over pod!urn (semi~ 

subterranean) parking. Tile units are expected to be condominium flats with the top 

floor offering 1ownhome units. These projects are expected In be elevator served. The 

densities should be around 52 units per aore. The Lofts are proposed to be four stories 

over podium (semi-subterranean) parking. The units are expected io include flats and 

lofts aru1 to be elevator se:ved. The densitla.s should be around 67 units psr acre. 

The high~rise project is currently proposed to inciude 12 stories over parking. 

The projAcl ls proposed to include oondomin!um flats and penthouse townhome units 

on the top floor. The density should be around 122 units per acre. 

Within Central Park West, four parks are planned. The parks are expected to 

include greenbelt areas, a swimming pool and a recreation center. Development of the 

2! acre Central Park and the three oocket parks are the of the master 

dSVilloper, Lonnar KFPLB, LLC, 

The vertical construction oosts are prellmtnaty and subject to c11ange. The costs 

are fer the construction ot the buildings anrl garages and aro reported to include: all of 

the construction costs and fees from buildlng permit to sale of the unr.s, The costs for 

the low-rise and mid-rise pro,iects an::I are estimate<:! at $172.00 per square foot The 

cost for the hl9h"'11se building is estimated at $338.00 PQr squs.re toot In addltronal to 

the vertical oonstrudion oosts, there are costs associated ·.vlth in-tract development. 

The additional builder costs are reported at 2,3% of home price for the low~ and mld-
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rise products and 0.6°/o of home price for the high-rise product. Al! of the vertical 

construction costs and in~tract costs have boon provided by the developer, Lennar 

KFPLB, LLC or their consultants. It is a specific contingency of this appraisal that 

the construction costs are similar to what actual construction costs will be,, 

CFO No. 2004-1 
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As nt I.he date of value, ihe appraiser$ h;;ave nC>t been provided with plans or 

specificali,o,'lS for t11e proposed improvements. This appraisal assumes that v.rhen built. 

the 1,238 dwemngs within CFO No, 2004-1 will be good quality and will meet the market 

demands for tl1e subject a"ea at that time. 

functipnat UtUlty 

It is an assumptloo of this appr.als.al that all of tlie floor plaM are funciional., and 

competiti;,re \Vlth current design standards. 

Remaining Economic LI& 
The totalfremainlng economic life, acoordfng to the Marshal! Valuation Ser,;ce, is 

considered to be to years from date of completion. 

Homeowner's llsS1ociatior11 

All of the projects within tine Oist:rlci wl!I have individu~I Hr..nn1:ov1n:er's 

Associations. Thirteen of the fourteen projects will have rnonfuly dues that range 

between per month and $400.00 per month, according to the developer .and 

their consultant. The high-rise oondominium project will have Hi;;imeov1ner'.s Association 

dues between $300.00 and $400.00 per month, except for the penthouse units which 

will range between $700.00 and $750.00 per month. 
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HIGHEST AND BEST USE 

The term hfgtrest and best use is an appraisal concept that has been defined as 

follows: 

_ use of vacant land or an Improved 
pnysica!ly possible, appropriately scpported, financially 

" ·· • ' ' -· ' "criteria the 
physical 

The detemtinatioo of highest and best use, therefore, requires a separate analys!S 

for the land AS legally pernrtied, .as if vacant Nex:~ lhe highest and best use of the 

property Vl!th its impro·1ements must be analyzed to consider any deviafon of the existing 

improvements from the ideal. "The highest and best use of both land as though vacant 

and propi&rty as improved must meei four crtteria. The highest and be:st use must be: 

legally permissfble, physicalty fX)SSible, financially feasible, .anc maximally productlve. 

These criteria are often cunsidered sequenOOllly.";; The four crtter;a interact and, 

therefore. may also be oonsdered :n concert. A use may be financially feasible, but it is 

lrrelevant ft it is physically lmposs:ible or ~ly prohibited. 

The legal factors influencing the h©hest and ,est use of the subject property .are 

primarily governmental regulations such as zoning and building oodes. 

The subject property is currently zoned 5.0 IBC, by lho a1y ol lniine. Allowed uses 

Include: rasidenilal, retail, and office. 

Traci No, 16590 was approved and reoomed an May 19, 2005. This !rad has an 

approved :zoning for Mi<ed Us,i This zoning allows for 20 lo 125 dwdling units per acre. 

SpecW!catly, Tract No. 16500 could have up to 1,360 uni!s of townhomes, flals, lofts and 

~ The Oicl.ioMtyol Rea!EslffieApprmsa~ 4th Edition. Pub. byt;e Appraisal :nstitute, Chicago, !L p. 135, 

;: The Appraisal of ReaiEi!B!G, 10th Edition. P\Jtl. by me Appraisal lnslitu!e. Chicago. [L, p. 280. 
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hlgh-Jise oondominiums, The overall density is 43.± dwelling units par net acre based on 

the current Plans to develop 1,307 un1ts. ThB GAnera\ PIAn DRsign<'ition for this 

deve!opunent tS f\.ilxed-Use, 

The subject property is approved for a maximum of i ,380 residential condorr.lnh..1m 

units. 90,000 square feet of offioo spaC'...e .and 19,700 square teet oi retail space, 

according to the Master Pian. The City's Planning Commission has approved the Master 

Plan an::i established design guidellnes for the proposed development (04-2511). The 

General Plan has been approved arid Supplemental Envl'Unmental irnpact Report ha::, 

boon adopted {04-250G). The zoning on the subject property has been cnanged from t:i.1 

IBC r.lultl-use to 5J)A IBC rJlixOO~use (04~:2510). The Zone allows for a 1nix or nun~ 

residential and rns!dentla usos on tt'1G same, sitft. The Development Ag""aement between 

the City of Irvine and Kf"PLl3 !\.1ichelson Jamboree, LLC (prior own1::rs) recorded on 

October 29, 2004, 

Acoordlf19 lo an interview wrlh the City's Planning Department, thoro am no 

additional djscretiona.ry pennits required for deveklpmerrt of the retail. restaurant and 

offices uses. However, developrnent of th~ residential altached unft!:i will require a 

Condition Use Permit (CUP) for each project. There are design guidelines already 

..:sWish~ for tlevelopme11t of the District Assuming the bul!der's proposed 

OOvelopmants: aro similar to those guid6i1noo, each CUP process should take 

ap,pro,sin1at,ely 6± mo,iths. All d,rn,ejop,nents wlil require pr18cise g1ii!.ding permrts ;a11d 

building permits before building or unit construction can 00g1n, 

-ough not formalized In Iha Development Agreement, the subject property i& 

encumbered with an agMement between the City of Irvine and the developer to provide 

alfaroabkl for-sak; housing units wilhin Ille Di!llric!. The City usually requires lhat 15% of 

the dwefflng units of any project be set aside for affordable units. Typically 51}& of the to"..a! 

units shaH be reserved and restricted to Very Lovv Income hotnssholds; 5'7'r:i shali be 

reserved and restricted to low Income hou&:Jhold.«;; and 5't'r; sh.Ill be: reserved anrl 

restricted !o Motlerate Income households, 
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However. 62 for~sale affordable untls were requked within the Central Park 

West project according to the Affordable Ho.Jsing Plan dated Jun9 16, 2CQ!l. Current 

ptans are to provide 00 affordable tor-sale unfts in the District. Thn.,;e unil~ wilt ha 

included in a four~story building on Lot a of Tract 16590. rte proposed 

uses oon1orm to the City of !!Vine's master plan requirements. Ac.cording to a 

representative at the City of lrvlne"s Planning Department the Affordable Housing Plan 

for The Central Park West de'.fe!opmont meets the intent of the General Plan and 

ord ina:nr:es 

The physical and locational charac1eris1ics of the subject l'.)f·JPCrtV, CFD No. 

2004-1, are cor.sidered good fur the proposed uses. Central Park Wi;st in its en1irety IS 

rectangUfar in shape and consists of 42. 758 gross acres. The subJec1 p,.operty is a 

natural c>,,1enslon of existing resideniial developments located in the City of Irvine. The 

subjeci's neighborhood was o~!nally zoned for office manufacturing and hoadq.Jarters 

use. Ho\Never, many properties tn the · Jamboree Road Corridor" are being rezoned lo 

hi1Jh density residential U'.:ie$. Development fur attached producis in other communities 

has met wiih excellent response from the market lhe subject area is established and 

offe1s a large employment base nsar the District. 

All necessaiy utilities are available wrth SOl1itt funhe- extension ne_oessaxy withln 

the subject development. The tillllty capacity to serve the stte is reported to be adequate 

for the impID',.lamfllnt:.t;. All street improvements, including sidewalks, curhs and 

gutters are in place alo1g each of the streets which tho :Jlslnct fronts. Conlr.,I P•rk West 

wm be improveo with paved streets, C'JJrbs, sidewalks and gutters. The site's axess and 

configuration are good. Topography is levet The subject parcels do not appet11r to present 

;£1ny cans:raints. ihls report .and the values included oore;n o6sume there 

are nu ooils µrob~ms or hazardous oonditlohs tturt would have an -OKtVame Impact 10 

development of ttle District As previously dfscussed, rough grading on the subject 

property has begun. Central Park West is essentlelly in lass than rough-graded st1e 

conditbn, 
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Based on the physical analysis, the subject parcel appears 10- be viable for 

numerous t'fPeS of develo:omant based on its size and topography. Hcrl/'leVer, the stte's 

locatton \'li'OUld suggest the lands have a primary use of residential development due ta 

the adjacent new residential develQpments and market demands. 

The financial feasibility of the development of the subject property !s ttas17;1'.f on Its 

ability to generate suffic·rent i!ioome and value in excess of the r-.osts to develnp the 

property to its highest and bast uss. Please refer to the Valuation secilon of thls report. 

which gives support to the tinancaal teasibi!Uy of the District 

It is not in the scope of this approisaJ assignment for the appro1Sors to conduct an 

extensive independent matket studylabsDrption analysis, btrl it is the appmisan;;' 

rasponsibtlity to address the reasonabfonoss of tho cone!us!oos of any t:1'stket study 

which has been prapetred by outside fiITTJS for ihe subjed propeJty. For a project the sJze 

and comph::1>:ity of CFO No. 2004~1, there \'Vill be divergent opinions, often based on the 

same base data, as to the anticipated ahsorpiloo tlmE}-frame of the urldBvl:flopBd h.-1nd. 

Unforeseen national and regional economic andfor soclaf cha:iges will affect the tirne

frame of real estate development 

This independent study is tit1ed Ml!!l!!!!llt!§Q!I!ljQ!l.Ji!!JJ!jy.!gEJ!lJe.9,..?Q~:UQ;!J.!!!! 
Park) Sant.a Ana Un'lfied Sctwl District prepared by Empire Economics, Inc,, dated June 

21. 2005. A summary of the estimated absorption is included in 1he Addenda. None of the 

14 residential projects that will be located in this Districi ha'/fj started construction or 

sales. Empire ECOflomics has estimated .a monthly absorption of 3 to 7 units per month 

for the various residential projects. First occupancies are projected tor 2007 with final 

sales in 2011. No absorption projections were made for the retail or offioe uses. Our 

es1imate is that the retail space will absorb as residential unHs are liuilt oot. Viie would 

expect first retail occupancies in 2007 .and lease up in 2008. Office occupancies could 

begin in 20rl7 or 2008 and take up to t:.t.·o years to reach slabilized occupancy. 
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Residen1ial Demand 

Residential der,lelopment in Central Orange County, partic:ularly in the areas of 

Irvine, Tustir and Newport Beach ha:s been excellent Prior to 2004. unemployment had 

remained relatively IO'N. Employment improved during 2004 and rnost economtsts are 

expoc:ting improvemer1t to oontinue in the near term. The demand for housing in 

Orange County continued to :is strong evsn throughout the eoonomic slowdown. This is 

due, in part, to the limit:ed new housing units in the County and histor1c !OW' Interest 

rates, 

Ouing the past B :,sears, price increases occurred a'ld inoontivesloonoossioos 

disappeared. The general consensus is that current demand for residential land ex:::eeds 

supply. Both land sales and home sales have shown annual double-digit appreciation 

from 199611997 to the present time. 

The national ea::nomic reOO'tel)' is headed for positive growth and Is the bast seen 

in the last two decades. Many economlcs are predicting that the overall erono"'rly will 

grow by 3.5 percen1 ar bc:ttc:r In 2005- Acc.ir.irding to tM St:rle EDD, job growlh in Orange 

wao 2.4% in 2004, The Chapman iorecast shows jab growlll slightly doclinirg ta 

1.B'o/o by ye,ar-end 2005. The pro;fected job gro'il'.'th equates to an increase in the number 

of payro:I jobs In lire Coonty hy 24,300 Jabs to 1.486,300, 

Popul(!flcn in Orange County has continued 1o grow and is expected to continua, 

but at a roore moderate pace as some residents move to a le::;s expernsive area. These 

f.aciors would indicate that demand for executive homes wiU increase while demand for 

the trad'tional mid-levei housing will decrease, However, with the lorw mortgage rates 

more rirst time homebuyers are able to qualify for affordable oordomlnlums and single 

family residences, Alfornabftity in Orange County has declined la a 16-year low, with 

the affo."dabillty Index dropping to 11%. A:s of April 2005 the rned:an heme price for 

existing and new homes was $576,000. \'llh1ch was up 10.1 9AI from April 2004, a new 

record high median price. As of the firs1 quarter 2005, lhe rnedi"n new home (attached 

(tC.:t,SUL iNG fs!:.AL t:61.t.''.: .flJ-,:->;..;,!,;&::H;:;; 
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and detache<J) price was $887,000 which Vi.'AS up 37.7% from one year ago and a new 

record high, 

For purposes of th<> Highest and Besl Use analysis ot 1h1S •pp,alsoJ r<>port, tho 

Coml)elitive Markel Area ("CMN) is defined as the Central portion (hvine, Tustin, Sama 

Ana, Orange, Garden Grove, Anaheim and Buena Park) o! Orange County, 

The rnedian new attached priced home in Orange County reached $566,000 

during the first quart<,r of 2005. Tho median priood rt&N attachod hcmo in the Ce.,tra! 

market area was $531,250 during the ilrst quarter of 2005. The Cerrlral submarke7 was, 

tho least expensive narkat in Orange County al $531,260 par homo, and $39r por 

squart;, foot. 

During ':tte first quarter ot 2035, the subject's submarket did not seU any attached 

homes priced under $400,000: 115 atiachocl homes priced botwoon $400,000 and 

S490.990 wore sold: 114 att.'lched homes priced between $500.000 and $599,999 were 

sold; 97 dc1achcd homes priced between S000,000 and $749,000 were sokl; 9 attached 

homes pri:;ed between $750,000 and $009,999 were s~d; and 78 attached homes priced 

over $1,000,000 were sold. 

Within the Central submarket there are 23 active ett.ached projects, which ls the 

same as the begtnntng of the quarter anc 14 more than the same time !ast year. lhe 

subject's meuket area reports 63 standing {built, but unsold} inventory 1Jnls and 66 unsold 

units under construction. This ts less than a OM week absorption time for the completed 

units an;j the units under construction. Tota! inventory, which includes units built under 

construction and fut:Jre cone;:ructlon, totals 1,188 units 'Which equates to a 12.3 month 

supply at the cLrrent sales rate. Ooo year ago total fnventory was at 307 unfts, anC ths 

months to absorb baood on last year's sales rate was 4.5 months. lhls indicates that 

future competition oou d be very stmng if the markfrt dedines nr AH r1nll"i are huilt 
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The supplyklemand balance for both oornplated and under construction attached 

product is bebw the 5 to 6 roon1h rorm;il range. The k>¥1r inventory is further evidenoe of 

tht:t nt:!ed for additional proouct, partlcu!a1y in the more affordable price range. 

As Illustrated oo the fol!0¥.1!rtg pages, all product types within the market area 

have e:xperionood good absorption. The first pgige summar1zes the 3 actively semng high~ 

rise attached projects oonsidered 1nosl simiar to the subject's hlghmlise project. A_s 

indicated, the moothly absorption has ranged from 13.6 unil!I per month to 23.5 units 

per month. AU of the projects are localed in the subject's l111rnedials market area and 

are pMcad similarly to that proposec for the subject The 13 additional comparable 

projects are Fiil lor-,,:;ted in lhe City of Irvine or in Tustin. All of the projects are actlvely 

selling or have recently oold out The subject's proposed sizes and prioo range are 

simllar to the ac:tht'ely selling projects in the City. Jn general, absorption has ranged from 

6 to 10 dwelllng: units per month. 

Future Competitive Supply 

Since the eariy 1990s, the residential component of the IBC has grown from a 

single, 403~un!t apartment community to 2.943 luxury apartments in tour separate 

communities and 261 UflfiC.?.le, mid~ri.se condos. D@velopeu·s have al~ d1s~r6'! Gl. 

strong rtiart.et for high-.rise condominiums m !rvme, At ihis time, there are 434 luxury 

htgh-rlse cor;domlniums under construction in two separate developments near Central 

Park West The strong demand for high-end mul1i-famHy ;:ruduct in a metropolitan 

setting has been proven by significant presafes. Marquee at Peri< Place, a 232:·unit 

rise, is 100% presold, and The Plaza lrvlO<>'s first tower (101 units) is 100% preoold. 

Prices in these high~rise developments range from $600,000 to $3.5 mimon. The 

following paragraphs summarize the new high-rise condominiums in the subject's 

immediate market area, 

Watermarke - Sares-Regis is near completion on thl:s :534~unit project. which Is at I.he 

northwest corner of Campus Drive and Carlson Avenue, The project was originally 

intended to be a rental property, but midway through oonstruciion. the owners decided 

to convert the property ID condominiums. At this time, approxlrnate!y half of the 
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Ha.. emie:m fH1it~!l:t a. City lJnilit 
Subject Hl·rise 
Lennar Hornes 

Irvine 

Lennar Hemes 
l;v1ne 

1 Marquee Park Place 
B:.sa Development 
IIV,ne 

2 The Plaza 
Opus Wes! 
Irvine 

3 Watermarke 
Regis Ho:nes 
lrvmo 

221 

19 

232 

202 

534 

Loi Price Sl,a FL - - -Hi-rise $411,000 900 
$507,000 1,150 $440.87 
$593,000 1,400 $423.57 
$669,000 1,5:>0 S405A5 
$738,000 1,900 $388.95 

Hi-rise Si.465,000 2,300 $636.96 
51,569,000 2,600 $603.46 

p!!COSJ$cf f2!20(),j 

Hi·riSO $629,500 1,275 $493.73 
$635,000 1,347 $471.42 
$734,300 1,454 $505.02 
$649,000 1,492 $434.99 
$897,000 1,520 $590.13 

$1,545,000 1,980 $780.30 
$1,779,000 '·"" $896.67 
$1,695,000 2,002 $822.02 
$1,398,000 2,053 $677.65 

Hi-rise $639,500 1,175 $544.25 
$600,000 1,335 $449.44 
$8CO,OOO 1.430 $559.44 
$900,000 1,675 $537.31 
$900.000 1,790 $502.79 

S1 ,500,000 1,946 sno.a1 
$1,800,000 1,995 $902..26 
S\,500,000 2,383 $629.46 
$1,600,000 2.fi77 $5S7.68 
$2,200,000 2,690 $820,90 
$2,700,000 3,565 $757.35 
$3,500,000 4,290 $815.85 

Hi·rise S311,000 635 S489.76 
$369,000 726 $508.26 
5390,000 818 5476.17 
S425,000 842 $504.75 
$500,000 1,123 $445.24 
$554,000 1,250 S443.2.0 
$655,000 1,438 $455.49 
5654,000 1,467 $445.81 
$639,000 1,782 $358.59 
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No. _,...,, 
0 

0 

232 

202 

esll.1'!J004 

350 

No. Sold OveraU 

il!Jl!l.ll!.-
0 

0 

232 
Jul-03 

Sold Out 
Dec-04 

152 
Nov-04 

lt!Jlimaooo 

13.6 

21.9 

250 23.5 
Ju'.-04 



LQt Price Size Fl. No. No. Sold Overall 
HQ,, E.mlru,1,J;1vi!der &; City l..m.i1i. """ """"' """"' ---Subject Lofts/Flats 342 Condo $200.000 700 $414.29 0 0 lot Priee Size $/Sq. Ft No. No. Sold Overall 

$330,000 850 $388.24 
lia.. ~ BJJ!tdt:r&City 1J.nllii """ - ll,1---$370,000 1,000 $370,00 

$410,000 1,150 $356.52 5 Casal on 165 TH S637,990 1,553 S410J'll 165 165 5.7 

Subject Lofts 107 Condo $395,000 1,050 $37EU9 0 0 
John Lain Homes $673,SSO 1,582 $426.04 
Ouai! Hi!! $670.469 1,592 $421.1$ 

$435,000 1,200 $362.50 Irvine $697.490 t,695 $411.50 Feb-OS 
$475,000 1,350 S35L85 

S721,Hi9 t,702 $423.73 
S5i5,000 1.500 $343.33 

Subject Brownstone 163 TH $483,000 1,175 $411.00 0 0 6 Ambridge 128 TH $505,990 1,009 $460.41 112 108 S.5 

$527,000 1,325 $297.74 Wi!liam Lyon Home5 $525,990 1,447 $363.50 Jan,04 

$569,000 1A75 5355.76 OuaiiHdi $5$0,990 1,468 $382.15 

$608.000 1,525 $374.15 Irvine S618,9SO 1,823 $339.54 

Subject Brownstone 127 Conde $586,000 1,425 $41 L23 0 0 7 Cachette 110 Condo $672,000 1,!580 $425.32 78 78 HLS 
S628,000 i,575 $398.73 Pul!e Homes $682,000 1,640 $415.85 Ncv-04 

$670,000 1,725 $388.41 Wootlbury $755,000 1,S59 $385.40 

$708,000 i,875 $377.$0 Irvine 

Subject Luxury Flats 159 Condo $650,000 1,400 $464.29 0 0 • Garland park 116 Conoo $524,990 1,355 $387.45 76 76 10.$ 
$695,000 1,550 $44$.39 W1t11arn Lyon Homsa $614,990 1,737 $354.05 Nov-04 
$740,000 1,700 $435.29 Wootlbury .$616,990 1,878 $328.54 
$800.000 1,750 $457.14 Irvine $660,990 1,971 $335.36 
$785,000 1,850 $424.32 
$845,000 1,900 $444.74 9 Lombard Court 150 ConOO $406,800 1,068 $380.90 78 78 10.9 
$890,000 2,050 $434.15 Wrlliam Lyon Homes $434,760 1,135 $383.05 Nov-04 
$935,000 2,200 $425.00 Wootlbury $472,800 1,205 $392.37 

Irvine $517,790 1,526 $339.31 
Sub~ct lu:r:ury TH 100 TH $817,000 1,850 $441.62 0 0 $546,920 1,537 $355.84 

$877,000 2,050 S427.80 $554,$4-0 1.552 S3~7.50 
SS:37,000 2.2~0 $416.44 $536,830 1,569 $342.15 
SS97,000 2,450 $406.94 $533,850 1.635 $326.51 

p,'l!X!s 11sof 121200,l 
pm:es as ol 6·18-05 

4 Ja,s;mine 2(14 TH $372,WO 822 $453.76 204 2(14 '' 10 Cortire 120 TH $505,000 1,030 S490.2S 64 64 S9 
Shea Home,s; $~18,990 1,i55 $449.34 JuH}2 Ca1itom1a Paeitc Homes $545,000 1,145 $475.98 Nov-04 
Quail Hill S51 l,S90 1,!74 $436.11 So1d0ul WootlbUrf $570,000 1.275 $447.08 
lrv,ne S53£,S90 1,181 $454.69 Feb-05 Irvine $630,000 1,497 $420.84 

$624,990 1,324 $472.05 
S588,S90 1.330 $442.85 
$587,990 1,387 $423.93 
$447,990 1,426 $314.16 
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property Is rented, and !he olher half is n1arketcd as condomlniums. The owners 

plan to sell out the entire project. and are only 

rental tenanis, 

short-1erm leases to existing 

The Preserve · Opus West hoo an n!}provcd mastcrplan and tract map, and is 

rurrent!y in the framing stage. This project is at the southeast corner of Jamboree Road 

and Duporrt Drive. The: property !s entitled for the wustrvction of 404 apartmBnt:s. 

However, the project is appmWK! fnr convF:rsbn to cnndnc. Thr; pmj&c'.t is hning hui!t 

Lot Price Size stsq. Ft. No. No. sold overall three on a 6:: acre stte, Tha project indudes two four-story parktng 
ti.o.. Project Builder & City l..!.!lrut ~ .Range ~ Ba.rullt ~ filar1J2t. ~ . • . , 
11 Treo 135 TH 5647,000 1,824 5354.71 78 78 lOiJ structures. The proJeci 1s currently l,sted for sala, besed on a retaa condo pnoo of 

Brookfield Homes sros,ooo 1,000 S35K67 Nov-04 $450,000 per unit. 
Woodbury $681.000 2,026 $336.13 
Irvine $745,000 2,165 $344.11 

12 Serissa 88 TH S735,oao 1,585 S463]2 88 88 6B Park Place., Towers - Bosa Development has submit'.ed an sppliC,Jition to bur!d 
LennarHomes $787.000 2,146 $366.73 Apr·04 
Northwood $865,oao 2,492 s347.11 Sold ou1 566 condos in four high~rise towers on the eastern edge of Park Place:. The pricing is 

Irvine May-os expected to be slmilar to those ot Marquee at Park Place, whlch Bosa sold out in 

13 wright's U1odi119 58 TH ss18,880 1,588 S32S]5 58 se 4,6 January of 2005. There was scme initia! debaie over wnether the deveiopment 
John Laing Homes $538,880 1,632 $330.20 Mar04 
TuslinFiold 5599,880 1,661 5361.1€ agr0ement for Park Plattj vmutd relf~VB 1hem from h,3viny lo app')• for a GPAl7one 
Tustin 

change. It appears ttlat a GPNZone c!'"iange wrn be requ<red, but the process v1!H 

p:ic.a,;asott:v.::5!2005 probablv be expedited because the Ctty has been reviewing trteir plans for some lime. 
14 Amelia 140 TH 5529,880 1,546 5342.74 50 50 3.9 • 

Homes S527,88o 1,s1s S334.52 May-04 Acoording to the City of Irvine Planning ~partment the GPA/Zone change appl!cation 
$596,880 1,938 $307.99 

Tustin could ~ approved in the sunmer or fan of 2005. A tract map could be approved shortly 
pdc.e;; l!$ of Ap.?12005 

15 Llody'sCrosslog 52 Duplex $682,880 1,610 $424.15 52 so 4.5 thereafter. making it possible to begin construction in 1ho fourth quarter of 2005. Bosa 
$724,880 1,810 $400.49 May-04 h,. • 11-, • ..{,, 1· "' ;;.,.,. b - --• fl" r t · ~-· $738,880 1,935 5381 .85 sord Out ex.pee«;~ ,o ue1ng marr,e mg 11ue un,..., y uie oa!U a ,1e year. rs move-;ns are expe1.,,r1::,u 

Tustin $748,880 2,143 $348.52 Apr-05 tn mid-2007. 

16 Corrigan 126 Duplex $579,880 1,354 $428.27 98 98 7.7 
Homes $579,660 1,357 $424.20 May-04 

S584,88o 1,s90 S420.78 I ln addition, Maguire Partners own lands in Park P·ace that would l3Hov; a. n 
Tuai.in $612,880 1,4$8 $411.88 

additional 1,002 condos to be bu::ft. but there are no known ptans to do so. Tne 
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GPA/ZunB Uiany~ wQuld !:!!pply lo the~e units as weH. 

The Plaza Irvine - An affiliat€ of 0p,Js West Is building a luxury 202-unlt, 2-

towor rosk1ential high-rise oo a site at the northeast comer o1 Jamboree Road and 

c~s111-1NG nrx r:;:"'.:.r- AF''<t..'.s-rn 
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Campus Drive. FiNit move-ins are expected if1 !ate 2006. Current asking prices are In 

the $640,000 ta $3.5 m!lllan range. The salA$ office openM in mki~Noviftmber of ?004. 

initially, the sales office could only accept fully refundable reservation deposits, but in 

the first w~ of Dec:ember 2004, lhe Department of Real Estate issued a 'Nhile report 

on one tower (i01 unltsJ, :a:Uowlng the e:<ecut1on ot seles ccntmc1s with nomehuyers, 

Sales havl)j. been strung, Currently, a lolal ot 152 units were reserved or under 

contract roprcscnting an average safes rate of 22.:t units per month over e marketing 

that included the holiday season, which is usuat!y a sluggish 

estate sales. 
period for real 

Campus Center Ill Opus West has plans to build a ttwrd hlgh~rlse residential 

tcwAr oo 111 srl:e adjacerit to The PLaza Irvine, Construction could begin in early 2C-06 and 

mar1<eting ls expected to begin in mid~20C6, Pricing is ~xpected to be similar to that at 

The Plaza Irvine, First move-ins are expected in late 2007. 

2801 Kelvin John Laing Home, has submitted a GP.AiZone change application 

and a tract map application simultaneously. Thay want to build 248 condos. !I takes 12 

to rn months lo got a tract map approved; however, their plans could be affected by the 

overtay distrit.1 beintJ contt;,1nl)lat~d by the Cily, whit.h could delay the project or make it 

untenable. Constructlon is expected to begin in the fourth quarter of 2006. A sales 

office is expected to open in mid-2007 and first mO\le-ITTs are expected to occur in the 

first quarter of 2008. 

2301 Atton Parkway - Starpoinle Venturos and William Lyon Homes are 

enUtlem~n~ far 179 condamlnlun1s (pn:ivlously rAportAd hy the C!ty as 184 

units) at the northeast comer Of Jamboree Road and Alton Pai'K\'Jay. Approval ls 

expectOO in June of 2005. The owners have made arrangements to sell the p1operty to 

a developer once approval is raceived, Construction is sxpecled to be~ln in the fourth 

quarter of 2005 and flrs! move-ins arA antk:ip;iited in the firs1 qurirter ct ?007 The sales 

office ls expected to open in the fourth quarter of 2006. 
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The Lofts at Von Karman - West ~J!Hlennium Homes recsived iract map 

approval 16r 110 uruts over iour 1ev-aJs of parking on October 21 ot 2004, l l"'ley can now 

apply for a grading permit. West ·Millennium rep:::irte<l that construction will begln in the 

third quarter of 2005. They expect to begln marketing in the second qua1er of 2006. 

First move~ins OOtJ!d occur by th~ en:1 of 2006. 

Main Stnlot Condoo - West Millormium Homes has oobmllloo a prenminacy 

apf)ficat1o, to bufld go untts on a site next door to the Lofts a1 Von Karman, They aJt.1n 

the site, which lndudes a:n office building occupied by H&R Block. They Vi.'Ould llke to 

build iha condos !nan area thal wrrYr1llv servat1 S!$ a lr:Jt for ihe off!Ge bui1Uinu. 

The caridos would be built over a parking structure that would 3'}Ne both the condoo 

and the off.CA building. t'...ons.trudion ii; expected to being in the first quartRr of ?005. 

l\1arkestiog could lbagin by the first quarter of 2007. and first move-ins could occur in the 

third quaMar of 2008. 

Irvine Ruid<mlial - K3 Home submitted a GPA/Zone change 

appiication for thJS 156-unlt condo deyelopment ln November 2004. They nave not yet 

:SUbmltted a tract map or a CUP ap:::ilication. It norma!!y takes sbc m::>n!hs to process a 

GPA/Zone change and foor months to process a tract map and CUP. Construction is 

not expecto<J lo be;iin until the second quarter of 2006. Mar,eling could begin the 

second que:Jrter ~f 2007 and flr!>t mova~ins could occJr in the fourth quarter of 2008, 

!n the first quarter of 2001:i. the Orange County office market expanded to 

approximately 91 .9 rniliion square f~t ~nand for office spaoe wntinued inlo lhe ·11,w 

year, pushing overall net absorption above 1 .0 mUlion square feet Thls continued 

absorption has led landlords to firm up their rents, yet the average askir,g lease rate has 

remained constant this quarter at $2.05 per square foot However. this unvarying rate 

rapresents a 4o/o increase since the last year and yei a 1.4o/, decrease over the !ast frve 

yoars. This 12-month increase still seems to be the beginning of the mueh-sntielpatOO 

rent spike forecaistm! for the next two years. 
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County vacancy rates dropped to 9.6% this quarter representlng an 

overall. decrease of 9.4% 5.lnc.e last qucorter. ThA South Orang~ CDunty rian<et area 

championed the largest vacancy drop of 16.9%, versus last quarter, while Central 

Orange County actually sav.· a slight increase in vacancy of just over 1 %. Even though 

Cenir.al Orange County had a mlncr Increase ln vacancy, the mafi.:et area sits In the 

number two spot behind North Orange County 'Mth the tightest vacancy in the County 

at 9.4% and 6,2%, respecliVtly. 

Completed construction for the quarter included two buildings in the Greater 

Airport Area, adding 34.359 square feet of Class A office :spaoo. Additionally, a 17.414 

square foot Class B off1Ce building was coinpleted in South Orange County. The 

Greater Airport Area currer.tiy has 389-,237 square feet under oonstruct!on, or which 

119,237 square feet is undergoing rehabilitation, being cor;vtnted from industrial space 

to !*Na-story Class 8 office space and is expected to be oomplste 1he and of next 

quarter. Sooth Orange CoLnty has 137,050 square feet of Class. B space under 

constrJciion and a single 70,00CI square foot Class A buHding, which is fuUy leased and 

expected to complete in ihe second quarter of this year. 

The barely visit:le negatave absorpj,Qn in Central Orange county md not affect 

County"s s1rong total absorption of 1,012,962 square feet For the quart£r, the 

Greater Airport Area acoounted for just over 50°/o of the total absorption with South 

Orange County not too far behind with 3116,103 square feet of absorption, or jus;. over 

30%. This quarters absorption is more th1111 tnple whal tt was ooe yoor ago 

l/1/hlle lease rates for the County remained-flat over last quarter, there were some 

illcrsases within ths :a"Sas such as North Orange County. which increased S0.13 per 

square rooi. West Orange County's lenoo rate rose an additions! $0.03 1o $1.84 and 

South Orange County increased $0.04 to $2, 12 per square f:,ot T-1e Central Orange 

Coonty l!layed flat at $1 .72 per square tool whereas the Greater Airpon Area 

decrea.;;ed one cent to end the quarter .at $2.19 per square foot As the vacancy for 

individual cities. markets and the County as a whole begin to creep below 10%,, and 
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given the minimal eor,struction that is expected, it is quite possible lease rates will 

increase. 

Aft.zir an impressive 2004, the Orange County retaH market declined stightly in 

the first quarter of 2005. Despite continued strong employ11:ent and sales, 

vacancy rates lnct'!ed upward to 4.5% and avera9t3 as.king lease rates dropped a cent to 

$2.28 in the County. Net absorption, t1lbcit positive at 36,000 :t.quarn fe..et, WFlS 

dramatically lower from the first quarter of last year. 

Rising slightly this quarter to 4.5°/a, vacancy rates adjusted to 

reflect high lease rates and mare space coming onto the market. The North County 

submarket 8)'.par!encad the most drarnatlc shift in vacancy pushing LIP lo 5,:2%, whili:, 

the Central Coast continues 1o lighten down to 3,8%, All cerrt"er types increased their 

vacant space except for neighborhco:1 centers, which saw a nearly 25% drop from last 

quarter. Vacancy rates sffll remain at. ~!Storie all time lows, dcwn more 1han 4% in the 

nast yeru, bu! sm,oller and le$1$ µrril'rtable !'Alailers are gelting .sq.1e1;1.rad out of !he 

market by skyrockat,ng ronts, 

Leveling off from last \'ear's 10% price hikes, average asking lease rates fell one 

cent to $2.28 per square foot throughout the Whi!A no concern in the 

short~term, this rate drop was the first time in tvi,,o years that rent decreased. The Sooth 

County was the exception, as rents in ihe submarket increased dramatic.ally to $2.68 

duo to tight supply of space and lremendoJs demand from re1ailers to be in this affluent 

area, Ur!ven by high toot traffic and high.-end retailers, Power and Specialty centers still 

command the targer rents with an average about $2.75 per square foot 

T otaHng 1.3 rruillion rsqui:ire flBltlt, Oraruge County retail ooni,1ruclion has picked up 

eon:sld~rah!y over the past year .an:1 is expected to push pa:s1 the 2 million mark by the 

end of the ;,,-ear. 
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Pulling back in the first quarter, net absorption slcr>Ned to 35,UOiJ square feet. 

raced with l,;:Ss expensive are.as in Southo2rn Califr)mia to sel up shop. relai! activity in 

Orange County, a'though positive, comparec to first quarter of last year dropped off 

sfgnifican11;r. The Central and North County dipped int:: negative absorption while the 

Ceniral Coast submari<et remains positive and cominues to stay strong in the region. 

In considering \JA1at uses would be maximally produciive fur the subject property, 

,ve must COflsider the previously stated legal conside1alionh. V\1~ !:!re a&:rurn:ng the land 

uses aflowed under the Master Pian are the most productive uses that viii! be allowed at 

thA preseni tlnlB. Currenf .1.oning and approved uses indicate that ather alternative uses 

are not feasible at this time. 

The residential development should continue to meet ·.vith excellent response 

from the market Given 1he steOOy demand for residential product in Central Orange 

and lin1ited <:.upply, it is o:..ir opinion that development as proposed provides the 

highest land value and is, therefore, maximally productl\trL 

Given the development of the various residential products, ~ proposed retail 

uses are supported. The current offico vacancy rate In Cerrtral Orange county and 

Jocatlon o:' the site supports development for office use, 

Conclusion 

Legal, physical, and market coi'l:sideratlons have been anatyz,e.d to eva'luato the 

highest and best uoe of tile property. This analysis is prosontoo to maluate Ille type of 

uses lM'tich will genera:e the greatest level of future benefits possible frorn the land. 

After the attematives avaitable and 1his and other 

information, it is the opinion of the appralsera that the highest and best use for the subject 

property, as vacant and as improved, is for residential, retail' and office development 

slrnilar (o ihat proposed within CfD No. 2004~·1; The proJAc.1s appeari.o have the location, 
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features, and structure to obtain an acceptable sales and lease rate under normal 

financing and market oonditlona. 

/lfs Vao.anl 

After reviewing the alltnn<rll1veij av...i!at;te and this and ot~1 

inlom,otion, • is 1hooo apnralsora' opinion that ultimate davelopm<>nt of s variety of 

residential for-sale retail uses aw.t office uses are oonskfered the highest and 

best use of Ule propeny. 

As Improved 

The proposed uses are a uoe of lhe properfy and !he value of the properfy as 

irr1p11uved fan exce,;ed1:1 lhe value of :he sile if vacant This means that the improvements 

contribute substantial value to the site. Ba..<ie.1 on these oonfllderatiort<i, it 1s our opinion 

that the proposed improvements oorrstltute the highest and best use o~ the subject 

property. 
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VALUATIOl>I METHODOLOGY 

Valuation is based upon geooral an:! specific background experienoo, opinion$ of 

q.1alified informed persons, considera.tiM of all data gaitherad during the investigative 

phase cl tne a::,praisal, and analysis of al! market data available 1o the appraiser, 

Three basic approaches to value are avallabte to the appraiser: 

CoslAj>p'®oll 

This entails the preparation of a replacement or reproductlon cost 
of the s,;bjact prooerty improvements new (maintaining 

comp,:;rable quality ond utiltty} ::ind then deducting jar losses in value 
sustained through age, wear and tear, functionalty obsolesoant features, 
and eronornic factors affecting the property. This Is then added to the 
estimated land vatue: to provtde a va!ue estimate. 

Jncome Am>roac:rt 

This .approach is based upon the theoJY that the vatue of the property tends 
to be set by the expected re: income lhoraffom to tho owner. It Is, In affect. 
the caprializ.ation of expected future income lnto present worth. Th!s 
approach requires an estimate of net income, an analys s of all ox1~er1se 
Wms, lhe sel~ution of a capita!lzation rate, and the processing of ne1 
Jnoorne s:reaim into a value estimate. 

Olracl CompaM<>n Approach 

approach f5 based upon the prinople that the value of a property tends 
the price at which coinµarabie properties have rOCently b0ttn 

can be aoqu1red. Thls approach requires a detailed 
romo;.irlsnn of of comparable with the subject property. 

the main therefore, that sufficient transactions crf 
romparable to providt1 An accurate indicator of value 

""curate mformation regarding price, terms, propert)i description, 
and proposed use be obtalnod through lnterviow and observation. 
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Developmental Analysis is a form of appraisal by direct: ,comparison 
estimating land value. It is based tne premise 1hat one would not 

for a parrel of land than contributory value to the economic 
enterprise ct developing tho parcel ln1o oo1100minium units. It essentially 

nd as ooe of the raw materials required for developing a master 
oommunity. If one is abie to prepare a reasonably rehab!e forecast 

the condominium and site that can be deV&lopsd on that 
of land and iden1ifY all oosts :and required profit rr.argif'ls. what 

ls avaUable to 

The commercial land ia va!ued by the Direct Comparison Approach. The Income 

Approach is typlcally used when appraising income producing properties. This approach 

is not applicable in the valuation of land as land is not typically held to generate monthly 

income, bu1 rather purchased to construct an end product vvhich ma)' or may not generate 

inoome. The Cost Approach is not an appropnate tooi in the valuatton of land. 

The Direct Comparison Ap?roach is used for the valuation of land when 

sufficlent comparable s.:Jles are available_ Their salas pric.as would be (l)r')Sidared the 

best indicators of value, assuming the sales are ct.urer,t and in a $lmilar I.arid oonditfOn. 

The residentia! land is pr:Jposed far attached pmduct wtth densities from 22 ta 122 units 

per acre. We were no1 able to uncowr sufficient recent comp:arab!es sales to complete a 

Dined Comparison Approach to value for the land propr:,sed 

TI\erefore a Developmental Analysls was completed. 

for 1,238 dwe!lfnQ units, 

The Oevetopmental Analysis residuals to a bulk "As Is" estimate of v.':!fue by 

idonli!ying all required costs to improve Iha land lo oomplated dwelling units. The 

Developmental Analysts residuals to a bulk land value estimate by Identifying the 

associated costs of absorption and required profit margin. This analysis is considered an 

appropriate 1nethod f0< estimating value, when projecting revenue over a market 

supported rabsorptlon period and assoclated costs can be rea30na:bly estimated. The 

Deve!opmentaJ Analysis is used to estimate the bulk value of lne !and within the District 

proposed for 1,238 dwei!ing units and tv,o oommeroial lots proposed for retai: and office 

uses. 
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VIII.UATIOl'I UNDEVELOPED U\1110 
£011!1MERCIAL USES 

Commercial land Sale Summary 

~ Flnh.had Condition 

lncluded in this ::iortion of lhe appraisal are both of the undeveloped oommerciall 

sites. totaling 4,305 net acres, within the bour1d<1ries of CFO ,004~1. F,;,ch uru::kw1:.tk">pad Om No I, Lo.:;!Won i11tended Us!! Am, Sa1M Prlc• Prl~IS.F. 
Dn!b No.1 Offioo 1.21 Sto,OOD,000 $100.21 

parcel has been ldentffied wfthin the Site Analysis section of this report Ap.prox.imately NJS!.ll~Dr Foo,tprtril 
550' W'O Vn1 IKamtan Ave. 4.ba $!.>3.bi 

1.9i4 acres are located in lot 1 and 2A(1 net acres m Lot 2. Both parcels are being lrline Pro-Ratii 

graded. lot 1 is to be improved wih 19,700 square f.eet of retHi buik!in(fl al'ld Lut 2 i:s lo Daia!No.2 12/2:012004 Oftlca 1.36 $3,182,7150 $5.1.73 
?{[j.4.? SW AW/Jia !:.>\ 

""developa:l with 90,000 square lee! ol office space. HC'Wf!Orl Bnach 

Da.l:i.Nn.3 41150004 Offi~ 1.?'i' $1.700.000 S'.10.73 
30111 Miguel Rd. 

The Direct Cornparfao·i Approach is based upor1 ihe premise that, when a property 
lagl.lf!!I 

is replaceable in the market. ils value tends to be 511( by the purchase price necessary to 
Dilil..! No.'1 3(.l!2004 otffice 2.1'1 $2,233,000 $23.95 

:2t,((l AlIDtl M.y. 

acquire an equalty desirable subst,tutc property, assuming n:J costly delay is enoc,untered 
lrf"he 

in makfng lhe decision and the market 1.s reasonabfy infomv::d. In appraisal i:;ractice, this 
D!\ll:IJ,k';.5 12i9/2JOO Offioo "' $7,135,000 $:J.:Mili 

N!iC J.irntx,,ee Kd, & 

is known as the Principle of Subslitutioo. Cl!mpus: tit. 
lrvne 

This approach Is a method of analyzing 1he 16Ubjact :xopart'f by ccmparison of 
Dill!u.Nu.C 312>5/2003 Oflii.:t: 2.1.e $.3 675,000 S38.70 

m12:>.eu ~w At.t1r:1:1 !it 

actual sales of similar propel1ies. These sales are evaluated by weighing bot!- overal Newport S~ch 

oomparabilrty ,c1nd the relative importance of such variflll::jes as tims, tarms of sale, Dall.a No. I 1211!l':t!J04 Ht:1:.ifll 0" S!?t, tx:-0 $11$.84 

1400 W. SI. Gertrude 

location of sale property. and lot Charact(lristics. fer the 1=urpose of ttus report, the unit of S11i100 Arm 

comparison is the price per square foot of net usable area for the oomnerda! lnrHi. Da11111No,8 9130/2.:!04 Retail 0.41 SSJS,IX(l $48.75 
1<1700 $:me C::tnyori 

'"'"" We have surveyed 0011,nerci::4 land sales used for retail commercial and office 
Data No. 9 612.$!.t:)1)4 Rirtall it72 S!.15ilOC,C $3il.:lli 

uses in the Orange County area. The table oo the following page summarizes the 200.-21¥il Bri~ St 
Gasla Mew 

romp.arables 0000,iderecl moot helpful in val.dng the subject's commercial Stl.&3. lndf\i"fdual 
D:t~ Ne.10 4/1!2004 Retail OJ52 Si5{t(l00 $33. 11 

dat;:i sheets follO'N the sales surnrn(llrf. The sites are valued In a finished lot condition, !NW C Pvr\u;.1 f'l;wy. & 

"""'1!/ lor development. 

De>!.ifw. !1 312912003 Rtlall 1.(12 $2.700,000 $60.77 
409 W. Kat:::llaAve. 

Anehevn 
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Lcca1ion: 

APN: 

Auyer: 

Sellec 

Site Sl2e: 

Zoning: 

Use: 

Condition of Site: 

Recording of Sa!e: 

Sale Price: 

Pric<>1Sq.Ft 

Sp,?.<'.Jf:11 Assessrnoots: 

financing: 

\lerlflcolion: 

Reman<s: 

COMMERCIAL LANO SALE NO. 1 

North side iV/ichc.!son Ori,.'<-,. 560 feet ;..vest of Von Karman 
Avonuo, 1800"' Von K-arrnart1 Avenue. !rvir,e 

445-081-30 

Crescerui-ii\iir.e, i..:.:c 

Z \Vest Amf::f'.C8 (.~:~· 

8(11,iJH pmjer;1) 

5.1, !tvlne 

Proposed for 270,000.'t square feet of off1ee 

Finished 

June 9, 2005 

$10,500,000 

$1 Y9 .21 lcf foolpri 11! 
$5157 tor p!'CH'8ta site area 

Nont!! 

All cash to sel!e,r 

Omker 

This ..,i., i8 not looaled in " CFO/AD. The pnperty Is !he last 
buidablo paroe! In an exlsling office psli< deve!opmonl with 
throe othor e)ll:tmng vffioo buildings. The to1al site area of the 
entire project~ 15! ~. The tcta! fool,prtm area 
The proiod: oonsms of significant common areas and an 
ex1sllng p,,rl<ing structure. The ll<ltciia,;o i,noo includes a pro
rate share of the parking structure. 
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i ocafion: 

APN: 

Buyer: 

Seller. 

Site Stz.e: 

?oning: 

Lise: 

Condition of Site: 

Reoording of Sale: 

Sale Ptioo: 

Price/Sq.Fl: 

Specia 1 A.s.sessments: 

Financing: 

Verif1CalicX1: 

Remarks: 

COMMERCIAL LAND SALE NO. 2 

?034:) SW Acacia Stnee-t, Newoorl Beach {Santa Ana 
Heights) 

439-392:07, 00, 09 (portion) 

Mici(y Motors, LLC 

Bircl1 Bayvi~,11 Plaza II, LP 

1.36 acres 

PC 

Office building 

Finished site, building under oonstructton 

Docember20,2004 

$3,182,700 

$53.56 

Nooo 

All cash to seiler 

Listi'lg brol<er 

This is a resale of ifli 

not localed in• CfDIAD. 
of l .and !=lRle NrJ fL This SAie is 
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Loe.at Un: 

APN: 

Buyer: 

Selle,: 

Site Size: 

Zoning: 

Use: 

Condrtioo of Site: 

Reoording cl Sale: 

Sale Proo: 

Price/Sq.Ft: 

Assessments: 

Financing: 

Verification: 

Remarks: 

COMMERCIAi. LANO SALE NO. 3 

30111 Niguel Road, Laguna Niguel 

053~151-21 

la Niguel, llC 

Cyrus Bas!anl 

1.27 acres 

PC 

Intended for a medical offioo building 

Finished site at saie date 

April 15. 2004 

$1,700,000 

$30.73 

None 

All cash to seller 

broke, 

is not in .a CFO/AD. Constn.Jctlon ls scheduled to 
months, 
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Location: 

APN: 

Buyer. 

Seller. 

Slle Size; 

Zoning: 

Use: 

Condition of Site: 

Reooftllng of Sale: 

Sale Prire· 

Special A.ssessmen1s: 

F1nam:.;1ng:: 

Verifu:ation: 

Remarks: 

COMMERCIAL LAND SALE NO. 4 

2500 Atton Park'Nay. IMnc 

435-033-29 (portion) 

Wale1WOrk8 Partner., II. LLC 

B. Braun l'i.'ledicm 

2.141:: acres 

5.1-h:vine 

Intended for IY'l,!$dk::al office use 

Finished stte at sale 

March 2, 2004 

$2,233,00J 

$23.95 

None 

All ca•h 

Lis1ing bmkor 

iii not in a CFO/AO. The 
oor;<tn1cli!,n wllh • 30,000:t squam 
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Location: 

APN: 

Buyer: 

Seller; 

Site, Size: 

Zoning: 

Use: 

Condition of Sits· 

Recording of Sale: 

Sale Price: 

Price/Sq.rt.: 

Sf!fic!.'11 Assess1Tl6fll.!l. 

finanCl'ig; 

Verfflrat!On: 

Remaoo;; 

COMMERCIAL I.AND SALE NO. 5 

Northeast comer of Jamboree Road and Campus Drive, 
trvine 

445-181-14.15. 16, 17 

C,,ampus Center Irvine, loc. 

rrudential Insurance Co. of America 

4.83 acrc:s 

5.1 • Irvine 

Approved for 265,000 squsm foot of office space 

Mass graded at sale 

December 9. 2003 

$7.135,00U 

$33.91 

None 

AU c.a:sh to seller 

Buyer 

After being purchase<l 
wu~lor 

llig111-<l!lr1oity .-rl!!l>liol """' ;,, oom"'lllr l><lillg I!!"""""" 
atl>!Ch,;d d,.,,Uings. 

CO~SUl TING REAL FSTATE APPAAISEFIS 

78 

Loca1ion: 

APN: 

Duyer: 

Seiler: 

Sito St!ll: 

Zooing: 

Use: 

Condition of Sim: 

Recording of Salo: 

Sale Price: 

PricoiSq.FI.: 

Special Assessrru::inh:i: 

Venfication: 

Ro marks: 

COMMERCIAL I.AND SALE NO. 6 

20322-20352 $.W. Ac;;icia Slroot Newport i:looc'1 (Santa Ann 
Heights) 

439-392-07, 08, 09: 439-381-24 

Ai"'h Bayview Plaza 11, LP 

Guily·Mehr 

2.18± .acres 

PC 

Office buldings lotaling about48.000 S<lUOro fool 

Finished sile at sale date 

Marcil 20, 2!l03 

$3.675,000 

$38.70 

None 

All cash 1n seller 

listing brvk.er 

This property ia not in a crDIAD. The property is now 
iml>!1>ved--
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Location: 

APN: 

Buyer: 

Seller: 

Site Stoo; 

2oning: 

Use: 

Condition of Stte: 

Reoord!ng of Sale: 

Sal~ PriO!:l: 

Price/Sq.Ft: 

Special As::te:ssments: 

Financing; 

Verification: 

Remarks: 

COMMERCIAL LAND SAU! NO. 7 

1400 \/Vest St Gertrude P1<1ce, Sam.a Ana 

40S-471-14 

Sergio Naslaro 

Camada Corp. 

0.62t ''""" 

C-2 

Proposed for reta~ oommerclal site 

Finished site a1 sale date 

December 16, 2004 

$725,000 

$20Jl4 

None 

All cash to ooller 

Buyer & Seller 

This proi)0rty is located in an inferior area of Santa Ana. No 
oonmction has boon oorrq:iietect This sale ls not located in a 
CF!'JIAD. 
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location: 

APN: 

Buyer. 

Seller: 

Site Size: 

Zoning: 

Use: 

Condition or Ste: 

Recording of Sale: 

Saf.s Price 

Price/Sq.rt: 

Special """"'8sments: 

financing: 

Vorlllcatioo: 

Remarks: 

COMMERCIAL I.AND $111.E NO. 8 

14796 Sand Can:;ton, Irvine 

104·583-03 

Bruce Gibson, et ux. 

Javad Andalibian 

0.41:t: acres 

GC 

Proposed for retail vsa 

f-inished site at sale 

September 30, 2004 

$835,000 

$46_75 

None 

All cash to seHer 

Public documents 

This proporty Is i<x:atll<I in "Oki Town' !<Vino, Ille I 
5 F~. This Is a Vl!!Caflt a oenter and 
~motet Thl>..,lol!OI lnaCFO!AD. 
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Location: 

Al'N: 

Buyec 

Seller: 

Slte Size: 

Zoning: 

Use: 

· Cond111oo ol She: 

Raoonling of Sale: 

SalePoce: 

l'rice!Sq.FI.: 

Financing: 

v erlllcsllon: 

Remaru: 

COMllll!:RCIAL I.ANO SAl.E NO. 9 

200..299 Oristo! S!rset Cost.a Mesa 

418-182-05 

Reza Bahe.a, et al. 

Haun;i ll, Inc. 

0.72 acres 

C·1 

Proposed rmail use 

$(';mf.finishoo at sale date 

June 28, 2004 

$950,000 

$30.29 

Nooe 

$522,5{J(J rash dov.11 payment, bolonoo corned by seller. 

Public: ~cords 

00 
to a self..servioe car iii/ash, 

Tl•• """' io oot looillod in a 
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Ll"K'.ation: 

APN: 

Buyer: 

Soller: 

She Size: 

Zoning_ 

Use: 

Condftion of Site; 

Recording df Sale: 

Sale Prioo: 

Price/Sq.Ft: 

Special Assessments· 

financing: 

Verification: 

Romarl<s: 

COMMERCIAL LANO SAi.iE NO. 10 

Northwest comer Portola Parkw-8.~i' and Saddleb.ack Parkway, 
take Forest 

612·201-01 (portion) 

Edward Putnam. et at 

Foothill-Pactic Gateway 

0.52 acres 

PC 

Intended 

Finished ooodttioo 

April 1, 2004 

.$750,000 

$33.11 

Pmperty is in CFO 

All caS!i lo seller 

Seller and listing broker 

This 
Hoor 

is in a newer ret.aif oerner 'Nith an 
The M* does not hBYe ~ ~ ;enu, 1ffllllit 

be accessed 
'Nit.hin a CFO in 

properties. Thill S3le Is 
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Location: 

APN: 

Buyer: 

Seller: 

:site Sile. 

Zoninr,;;i: 

Use: 

Condition ot Site: 

Reoordlng of Sate: 

Sale Price: 

P1iceJSq.FL · 

Special Assessments: 

Financing: 

Verification: 

Remarks: 

COMMERCIAi. i.AND SALE NO. 11 

409 West Katella Avenue, Anaheim 

062-270-82 

Price Legacy Corp. 

Ursini Trust 

1.02acret<;; 

SP92-1 

Intended rcr retail oommercial use 

Finished at sale date 

August 29, 2003 

$2,700,000 

$60.77 

Nooe 

All e&1h to sefter 

Seller 

This property to assemble with adjacent 
oo- of lh8 Anaheim G;;,rdonwall< 
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of 

Finishocl Site Value Office Use 

Analysis 

We have reviewed and inspected all of tho six office land sales·{Data Nos. 1-6) 

Tho adjustments oonsidered for the comparables were for financing, a,:;;onomic changes 

betweP.n date of value ,c1nd recorded s.;:de dat.e, loe$ion, site c:haractenstics and builder 

fee oblllgations.. The individual adju:stment.s made to the comparalje sales are il!ustrated 

on ltie adjustment grid on page 88. 

Adjustments 

Property Rights 

All lhe data cited Involve a 100% transfer of l:he 1ee simple interest !fl the 

properties from the seller to the buyer. As a result, no ad).Jstment for property righls is 

necessary to the data. 

financing 

PJI the data cited were cash tr,ansad:ion5 01 cash down payments !'cilowed by 

ffl!ilutional acquisition and development loam;;. lhese tonns result In essentialy all cash 

paid to the seller. Thus, for these transactions, adju.slmAni.:; for financing terms are not 

required. 

Conditions of Sale 

Conditions of sa!tt are those rnotlvaf.ional factors affeding eitherthe buyer or the 

....... 111oogil a lraaMGtion may oo 'arme4ong1h,' • lluyl,r "' e!!er may have 

eJdenuating circumstances that fmpaci the !xtle.s price. NO additional adjuwnents are 

n oc.ess.ary. 

Market Conditions 

An in~tigalion into tlle general market pricing tmnds and consideration based 

upon tnterv!O'Ns and suiveyi, of developers and other market participants was conducte<:t 

Two of the safes ocwrred in 2003, three land ea~ occurred in 2004, iltlhile one s.als Just 

doSOO in June 2005. The market has cootinucd to Improve during this time frame, There 

80N::iULT!NG nEAL EITTATE ArrnAtGERS 

85 



wem signmo.:tnt prioo in.croa:res bctNeen early 2004 and June 2005. Adjustments appear 

indicated. Based on the markei, we ha'lf8 estimated a 15'% incre..ise tn price tor Data Nos. 

3, aw.I 4, Data Nos. 5 and 6 reouired a 20% lncreas&. 

GAneral I &.aiion 

!he subject site is considered suporlor in genera.r locatlon to au of the la;1d &ales 

except Dab No. 1, duo to the subject's proximity to e:dstiog high-end development and 

infn:;1:rtrudure. Upi«ard adjustments of 10% to 15% are lldicated. 

Do\lelopmoot Potential and Entitlements 

All the data erred :soirl with final tract maps, Development poten11al Is ronslctsrQd 

sirn~a:L 

Size 

Assuming an other factors :are similar, larger sites tend to sell for loss ,on a per 

square toot basiS, than smaller sites due to economies of scaje. There is also a smaller 

market for 1.arg,er and ITIClfe expensNe land parcels, thus limiting the marketabitity of very 

large sites. However, t.he subje.:t and all the sales are within the typical range ot sltes tor 

office de'ICJopment. We have not adjusted for site slze due to ihe typical sl-Le ranys 

included in the analyses. 

Special Tax Oblijjolions 

None di ti1'I _,.. slllo1, 0111 Nos. 1 ~ 5, ...., enwmoom<I willl CHl 

or AD special tax liens. All six sates require downward adjustment based on the present 

value of the special tax rwar tha term ol the bond. We have estimated the do',,vnward 

adjosmonl at 7%. 

Aoca.'"i..i.; Hnd VISibillty/Sit-e location 

In general, all of the oomparables are cunsidere,d similar sites with similar access. 

However. Data Nos. 2, 3, 4 And 6 do not have comer inituence and Oat.a Nos. 2, 3, 4 and 
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el are oonsidered in/flll development. Data Nos. 2, 3, 4 and Q required a 151.-b upward 

adjustment 

Conclusion 

i\ftcr adjustments, the comp.arable office land sales. have: Y.al~ intlll::alors lh!;(t 

range from $33.88 to $57.12 per S<:J.lare foot. Five of the six sales are between $41.91 to 

$57.12 per square foot. GMng the most empha;3.is to Data Nn. 1, we have oonclude-d on a 

value estimate of $48.00 per square toot for Lot No. 2. Tho total k,iiicaiffil v.aluti is 

$5, 100,000 as shown below. 

$48.00 x 107,637 • 
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Finished S!tx: v~,~e - ~~~ll use 

Maly.sis 

tli ~,Ir i 
WJJ have reviewed and inspo..-4.cd au of the flva retai1 land sa!fJS (Data Nos. 7 ~ 11 }. 

1•1 0 §ii' The .Jdjostmcn~ considered tor the oornparab!es were for financing, economic changes 
I >f• h, ' •fz "-~2 ; :: 1 ""i:t. ' between date of value and rocorrled sale date, location, srte characteristics and bulldw ; et:. ,,o h~ Si .. ... ., .. 

• • fee obligaliu11~ The individual adjustments made to !ha comparable sales are lllustrated 

i I ' I • § 11 ' 
on the adjcsimenl gl1<l on page Bil. 

• t i i j i ~ i I ! • Adjustments 
0 ; ' !t I ' I Property Rights . " " ' ' > ; ' 

" PJI the data cm:,d invoive a 100% transfer of the fBB sirnple inleu,,st in the 0 

s " ~ • ; ii i " 
;; " E = I i > 

;j ~ - properties from the seller to U"le bU)rer. As a result, no adjJstrrcent for property rights is " " ' " 0 • " " t . ~ necessary to the data. ~ 

a ; i ; , 3 ~ j j 1 0 0 i !i ' ' 
t't ii( 

~ 

~ 
Financing 

" i ~ " • ~ ! ;, i 
* ~ ~; § li :, • ,A.II the dal.a cited were cash trdnsactiomS< or cash down payments followed by " £ ' < • " e " .It • 1nstitutiona\ acquisition and development lo,:111s_ Thesa lem1s rasult in essentially a~ cash 

~ 1 i 1i 
~ j ~ , ~ 1 , ~ , ;, • paid to the selfer. Thus, for 1:heSe iransaciions, adjustments for financing terms are not ~ 

" a: required, 

• j ~ :; ~ :; :, , 1 , 1 ~ i 
Oondiliooo of S8le 

,, a 
Condilioo.s ol - •re tho.oe nriivallooo! focloro affur,g eiiller the buyer or !he 

~ ~ ~ ' ' ' ~ ';; ;, ~ , • , , , 
salter. Though a transaction may be "arms-length," a buyer or seller may have 

extenuating cireurnstanres trnlt impact the salea price. No additional adjustments are 
a :; :; : I ii :; " " !i ~ ! f necessary. •' , ,, 

~ ,; N r ll ! r f r i1 ' " 
" • ,; • " ' • ; ; ~ Mark.cl Condfiklns 

' 

AA investigation intn the general market pricing tn-tnds and oonsidaratton based 

upon interviews and surv<::ys of deve\op,i:,rs and other market participants 'WaS conducted. 

One of the sales occurred in 2003, '\M'tdle fnur sales wera ln 200tt The mark.el has 
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remained fairty stable over the last two years. We ha\,le eslimated a 10l}"\) upW:;ird 

adjustment: for the ~03 sale and a 5% increase for the 2004 sales, 

location 

The subject site ls considered superior in general location to all of the retail land 

salus u:«:.1£1pl D~ No. 1 l, doo to the subject's proximity to exi:$1lng high-end development 

and infrastructure. Upward adiustments of 5~~ to 25'l'Q are in<hcated, Data No. 11 requires 

a downward adjustment cif 50<y., due to its Disneyland location. 

DeV(';:iopment Potential and Entitlements 

All tie data cited sold with final tract maps. Development potential is ronslderad 

siml\ar. 

Size 

Assuming all other factors am skriller, larger sites tend to sell for !ie.s.s on a per 

square toot basis. than smallor sites due to economies of :.icale, There fS atso a srt1Aller 

markei for larger and more expensive land parcels, thus limiting the marketability of very 

large sites. However, too sub)OCt and all the sales are within the typical range of sites for 

reb:IU development We have not adjusted for site size due to the l:tpi1::;.a.l siis rao~ 

included in the analyses. 

~ T•x Ol:lligat;on,i 

Only Data No. 10 of the comparable sales, Data l';os. 7 though 11, is onoomberad 

CFO or AD spocial troi: liens. The remaining four sales require doonward adjustment 

based on the present value of the special tax over the 1erm of the bond. We have 

estimated the downward adjustment at 7%. 

~ and VisibilityJSite Loca1ion 

In general, all of the oomparables are consldarad slmilar sites v.ith similar .access. 

However, none of the sales have oomer influence and Data Nos. 7, 6 and 11 are 
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C£Jflsidered an IJ1...1lll development Upward adjustment of 10"4 is required tor Daffi Nos. 9 

.a1d 10. Data Nos, 7 \llt!d 11 required a 20o/11 upward adjustment Due to U !oca!io.1 

adja06nt tu the i-5 access and freeway visibility, Data No. 8 does not require 

adjustmcfll 

Conclusion 

After ad)ustrnents. the ccmparable retJH land sates have value indicators that 

range from $35.94 IO $48.11 per square fool Three of the fNo Mies are between $38.89 

to $42.11 per square fool GMog the rnost arnphaEis to Data Nos. 10 and 11, we !".ave 

concluded on a value estimate of $40.00 per square foot klr Lo1 No. 1. The total indicted 

value is $3,300.000 as shown bel;:;w, 

$40.00 x 83,374 sq.It e 

say 
$3,334.960 
$3,300,000 
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Gen,nill 

To c~lmate the lo'alue of the undeveloped land sub(ect LO special taY. within the 

District, a Developmental Analysis rs oompleted. The land has a reoorOOd condominium 

map approved for a maximum of 1,380 dwelling units. The current development plan, 

as of the date of value, is to build 1,238 market rate condominium units on 14 lots within 

Tract Map No. 16590. Lo1 8 of Tract 16590 wil be developed with 62 affordable 

dwelHng units that wm oot be subject to special tax and therefore are uot a µart (Jf the 

valuation. There are Nie cornmsrcia! lots which wiH be developed for offioe and retaP 

uses. The site costs used !rt tho Devek:ipment Analysis indude all costs assoc!ated Wfth 

bringing all of the land within the District fmn1 its ~As Is~ condition lo ~uper-µad 

condition, ready to sell to the builders. Additional in-tract costs are estimated as weU as 

costs to bJ\ld the oondorninlum units and parking structures. The t!me.l!nes for the silo 

construction costs, building construction r.osfs and in-troct oos!s have been estimated 

by the developer, Lennar LFPLB, LLC. {tis a sp8cific contingency of this appraisal that 

all of the costs associat@<J' with the improvements requfrr:,d to sat1sfy the Gondttfons of 

Map Approval for Tract 16.590 aoo the Developrn(:lnl A9fflement with the City of Wine 

have been provided to ttrs .eppm{Sif,J'.S and tire mciuried 1n the Devcfopmcnf.al Analy'Sis. 

Jt is also a specific contingency of this appraise/ that tfte direct and indirect unit co.sis 

and time../ines for those costs e,e tiFJMorit1bl$ .and similar to too costs end timing fer too 

coots that wr1/ ultimately be raqulre.d to build tho oondominiums- when specific product 

impmvem~nts arre /dMtmd, 

The developer has provided a :summary of site development oosts and costs 

incurred k) date ;lo bring the land 1o a ruper pad oonditlon, ready to Stfii to the various 

bullde~. The total developer oosts excluding the costs to be reimbursed from this CFO 

and.1he City of Irvine CFD are reported to be $30,475,678. For purposes of this appraisal 

we hav,e ind'Jded the costs to be rei1nbu1sed from the District's CFD and tho City of 

trvina's CFO which is not scheduled ID sel bonds unti the flt or 200 quarter of 2006. In 

addttion In the $30.475,678 we have inciudc'<l lh• Fire Aulilorily leas ol $900,000 plus Ille 

$5,500,000 to be paid to the builder of the affordable housing development. rn addition 
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we have included $13,996,500 of improvement t.usts and fees that will uffimat.aly be 

reimbure:ed by ttw City of lrvlno·s CFD 'Mlcn the bonds arc sold. Thcrcl'orc the tolfd cosl"i 

to bring the land within {he District from a raw condition to a :super pad condition is 

eslimated at $50,872, 178, of wnich $9,0"/0,535 have been spend as of the tfate of value. 

The remaining costs to complete am Cstimatod m $41,.801,643, of which $8,400,000 .are 

subjocl to reimbursement for !he SAUSD CFD. The oosls irclude the costs lo d"""1op all 

of the parks within the District and the off-site tennis courts. According to the developer, 

ihe costs .are al! of tho costs tor the improvements to satisfy the Conditions of Map 

Approval and the Developme,,11\greemoot will1 Ille City of Inane. The oosts 111clurle any 

possible relmbul'$ements m;rn the saie of bonds by tho City of Irvine and the Santa Ana 

Umfioo School District Bccauoo the sale of bonds for the City of Jr.tine are not scheduled 

to occur until the 1,;,1 or 2',.; quarter of 2000, we ha\le not given oonsiderntion to the 

µ~sorthe proposed bond sale. 

Funding from the sale of bonds fur CFD No. 2004-1 are to reimburse the 

devt.ilu,per for the sewer and water fucflltles, estimated at S2,000,000, Fire Authority tees, 

astimaled at $900,000 and school fees, osfimaled at $5,500,000. The oosts olflle sewer 

and water facilities and Fire Authority fees are induded in the developer's site cosis. The 

school fees are included in the unit construction oos1s for th,e va.OOUs proposed products. 

The total construction funds to be reimburaed 1rnm this bond issue are estimated at 

$8,400,000. 

The ~ ~ lor -.Ung vallJe is haliOO upon the pmmi,e that 

one ..vouid oot pay more for land and improvements than its contributory value 1o the 

eoooornlc enterpnre of devetopmg the parcel into stngle-famlly homes. It essentially treats 

land as one of the raw materials for a subdvision. If one is able to 

prepare a reasonably mllabte fomcast ofth~ Mlated prices of tha Md~product and identify 

alt ine costs and required profit rntlrgio. what ls Tfiidual or left over is what is available to 

ar.;quin:; the prt.1perty. 
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In the case of the subj,&ct pmr11Rrly, iha r6Sidual value indicated by this discounted 

cash flow analysis reflects th,a, ~As Is" rondffioo of tho portial'Jy gradnd land with a 

recorded coodomRlium map proposed tor 1,238 fo.r"'5alc residential unit.fl.. 90.000 square 

feet of office use and 19,700 square fMl of retail use. The steps in the Developmental 

Analysls are as folloW's: 

1. 

2. 

the highest and l'mst use an<! determine too lar\d plan which will be 
in the Developmental Analysis. 

whid'I <"M he anticip,ated for ttie 
and IOVl,-..riae condominium units 

for the 240 high--nse condom1nlu:m units. Estimaie and 
Lots 1 and :J proposed tor comrneroial Usel3, 

3 Esiima!e the absorption rate for lhe proposed products. 

4. Estimate the <!ired and indirect costs, including marketing and G&A. 

5. Estirmie the required annual before-tax discount rate, inciuding profit, required 
to attract a developer in llght of the risks and uoceriainties. 

This Developmental Analysis oonsiders tha SJ:tilj' of hrnn<:ls tu individual buyers. 

Proposed Product 

Within the H~hest and Best Use section of this report, market demand was 

diSQJSSed. We have been provided 'Wnh a size range and average size for the proposed 

ltoor plans wi!llln me Diwici. Pins• ,_ lo 1110 Propn1e<1 !mprovemmt O.~ 

section ol 1111• rnl)<)I! !or the •ven,ge sizo unit per proposed product Thn weiyht.,.J 

average for the mid-rise and low-rise condomlnlum projects IS 1,386 square feet The 

average fur the 240 unit h~h~risc oondorninium project is i ,549 square feet 

finished Product~ Base Valuu 

Base sale::. prices for fhiii µi~ projects have boon provided by 1hs mae,ter 

developer and supported by the Empire Economics study. We have reviewed the price 

per square foot rntio5 to actively semng prujer..-ts in Irvine. Sased on similar qua!tty gftd 

functional utility to lhuse proje<.is t..'Urrem.fy sal!lng, the preposed base sacs prices appear 
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supported. The appraisers have re:ied on the information provided by Empire Economics 

for the average sales price per project 

Aooorptlon 

Toe dlscus.sions of absoq:ltk.in are included in ti 1e Highest and A est Use sedion of 

this ,apart, and reflect a market supported absorption for the subject property, A review of 

the currently selling projects ind1ar:es absorption mies generally botvvooo 6 and 1U units 

per month fur the lownhome and traditonal condominium projects and batweeP 13 and 

22± units per month for the high-rise oondominium projects. The absorption estimates 

presented by Empire Eoonom!GS generally Indicate absorption ot 4i to 5 units per 11T1ont:h 

per pmdud over the sell out of C..eni:ral Park Wast with lhe excepl.ioJl of the high-rise 

project whid; is estimated_ lo sell at 8+ units per month. The overall sales rate of 4 to 5 

units par month for the low Jioo and mi:1-rlsc projects should be sustninablc for 1t!c sell

out of the District Th?. overall sa~s rate of 8+ units per month fur the high-rise project 

should also be sustalnabh:. Given the cvrrent status of 1tle land and cummt develcpment 

sciledule, tOO two townhomc: projcci.s aoc \rl!las are expected to enter the market In 2007 

with the b.11lance of the projeci:S entering lht111narket in 2008. 

Site Development Costs 

This analysis residuals to an "As ht value for the subject property, As previously 

discussed, as of the date of value, the land Is being graded and e11,peuted to be improved 

IO "'""' pad COO<!ltlon by the enc of September 2005. The dewioper hos provided a 

"'"""'"'Y <>Im d;sveiopm,mt- ••d oos1s lncumid to_ lo l),tng Ulo lano to• """"' 
pad corollion, ready to sell to !11e various builders. The total cost lo blin~ !l1e land from a 

raw condition to a super pad coridrtioo is $50,87.2,178. TI1e apprafsers have aloo ~n 

provkled with a summary of the costs spent to date. Based on our roVicw of the budget, 

$9.070,535 has been spent which indicates the costs to complete to super pad condition, 

as of the da1e of value, ls $41,601,643. 
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Building Costs 

Bulkfing costs include dir,x;;: and indirect costs ot vertical oonstrudion, The 

construction oosts are eshmate-d by the developer at approximately $172,0C per square 

foot for Ile 13 bw-ri:5.e and trid·ih,~ projects which total 998 dweilling unit. The hlgh-1:ise 

project has construction costs eelimatOO at $338.00 per square foot fnr the 240 dwelling 

units_ Based on lntervfevi,s with buitders in the :subject's market area, tilt; estimated costs 

to bulki the condominium projeci.s appear suµporiab!le. In ~itioo to the vertical 

constructiott costs, I.he marchant buikler wiU inoor Indirect tn~ct OCl<Sts, The a,timated 

cost:,~ by the developer are 2.3% ol lho homo sales prloe !or the low<ise and 

mfd-rise products and 0_6% of home sales price fur the high-iise product 

Mml<<>ting and Warnnfy 

Marketing, sales and warranty expenses: typl~ly range between 5% a111d 8% of 

gross reve,nues. Based on the proposed products within a planned commwnify we are 

estimating 6% of gross mvern.1a for the subject This category covers such expenses as 

advertisll'IIQ, sales offlr.,e eq.;e,ises., sales commissions, and warranty expense. We have 

oonduded at 1he lower end of 1he mfl(?e due to econom!SS of scale of a 

c:omrnWllty marketing progr.am. These expenses are realized at the tlr'fle of sale. 

Goner.al and Adminlsmrti'Vfl: 

General and administrative costs typically range between 3% and 5%, Based on 

the ~ pror:lucis wlhln • plomod oommunity..., are eslinaling G & A at 3%. Thio 

~ """""" ouoh .._,..,, •• adminlsll'IIIM>. pmlo!iolorn!II -· -
misoallaineous costs. There expenses are realized at Ille time of sale. 

Spedaol T axas 

Oooe lie oonds are sold, lho subject property Is subject lo spocial ia-. It is our 

understanding that !he oonds are anticip•ted lo sell in August 2005. Tho undevelopoo 

land is sobjeci t::1 special tax and a deduct.ion for the speclal tax Is osed in th,a 

discounted cash flow analys:.s beginning In the ;,m yea·, which reflecta capitalized 

interest for 24 momtis. The deductiorn of special taxes used in the d!S(;()Unted cash 
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flow rcflcci the prajeci.KJns of the Di$tricfe Special Tax Consultant The estimated tax 

for the undti:veiopOO land is estimated at $142.537 for fiscal year 200712008. 

Inflation Factor 

For purpcu;as of the diSICOunted cash ffow analysis, we have used o::;,nstant dollars. 

We ara of the opinion that in llgh!: of today's incra.asng interest rates, historic high sales 

prices and a plateauing trend in sales prices. 1hat a prudent investor would rot inflate 

revenue in their discounted cash flow analysis. 

Discount Rate 

The final step in our discounted cash flow anatysis is to estimate me app(Oprtate 

disoount rate in light of uncertainties and risks, There are various factors which go into 

selecting a discount rate for subdivisiors such as the subject. T:,,pically, when valuing a 

property. we assume an al ca.sh transaction and then discount for tim,e., risk and required 

profit margin. A publk'.atk:ln from the Reaf Estate Resea:-ch Corporation hdicates the rate 

at return for a land investment assuming a three-to-five year hclding period is 20% of 

gross sales_ 

We hove also reviewed a survey which had 16 respondents. Two quest.ions were 

presented to tile !and deve!op,er and merchant builder. The fif'6t was the an1i~d profit 

rna19ln 3$ a percent of gross revenues. The anticipated holding period for ltlle master 

ptanneddevekiper ls three-to-eight years. land devEJlopera ~ looking for a 20% to 30% 

-m on groos .-.. l'lilll ail of 22% IO :!!ill,. Tlla Is bl!Md oo raw lond pri<)r;,:, 

infrastnJclJJro. A1 this same time fral11!e. the merchant builder was looking for a profit as a 

peroentag~ of gross revenues of to 12%. with an average of 8%. The estimated 

hOlding period was one to 1\vo y,oars for the merchant builder. 

Interviews with !and devek:lpers have indicated the foHoWing comments: 

A reproo.entative from Hon Development Oninge County, indicated that 
minimum !RR requirements are 20 to 25°A:>. For a laf9e project with a 
proj~cted 8 to 10 year hold, the return would be higher, say ln the mid 
to upper 20's. Hon Development has participatod in both 9maller scale 
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residential community OOvelopmerns and 
planned community developments with a wide 

scale mac.:,;, 
ptoduc1:L 

A from Grubb and Ellis v.tto was involved 
Na,rthlakes, a 1 ,300 acre master 
Los Angeles the und;sclosOO boyefs 
was He &tltoo that tht1 ls for 

master planned 
devela,pment range. 

A repres,enta1ive of Dale Poe Development who "NaS the master land 
rtA\'eloper for St~vanson Raf'IIGh in Santa Clarita and in ltre business or 

land sald a 25% IRR for land development is 
sia11ificant infrastructi.me costs, he VJOOld eq:ied 

A repfesentative of NewhaJ laOO and 
development OOa!s should be in ttie 
unleveraged basis, depending upon dsk and length 
period. Newh!}ll LaOO lis the: master planne<l COfflmt:rtity developer 
community of Valencia and in m process of another large master 
community In C.altfomfa.. 

A reprasentative of MSP CaUfomla, LlC, was also intervie<.ved. It is a 
comp-any based in Doover, Colorado, but invoh,'ed ini .several Southern 
California large land deals, mostly in Riverside County and a fe-w in Santa 
Oartta, it considers itself a risk laker and expects the higher returns f(T 

Fw large ~nd d~l:31:s fron1 rdW urunttitlad lo ienll:lli\1,-. 
representative would expect an IRR of 35%, un!everaged or 

to pad :.ales ro merchant t:uilrlttrs, .in 
oxp,,cted, 

A representative E-~·--to Caml>limll- For 
!0%. 1 he lower 

properties dose t.o tentative maps. 

rep~t:ative from Providence Realty 
and other private ventuire fund sources !n acquN'lng land and 
partnerships in California and throughout the Pacific Southwest 

also interviewed, He 1ndbrt€1d ttial a 
required to attract capitaf ta 1onger4erm 

We also intarvie:wecl a repn35entattve from ESE land Company, 
James Warmington Oe,ielopmant He indicatGd that merchant 
re(J.lir61'nents warn In the 20% range for traditionally fin 
dewtopreoms, Larger lood deper1din9 
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goals/pauence cf the 
run in excess of a 

1Jint:1'.leim0nt1p,olitical work may be necessary 
would become interested. 

In addition to ltte above responses regard1119 <Hsoount rates, v.;e lntervlev.red 

several developers regarding the specific development of too subject property, lt was 

oonduded that the proposeid development has a moderately higher risk than a typieal 

planned community in several ways. AU of the proposed products are oondomlntums 

whlcti require development of the entire project at one time rather ihan in phasss as with 

tradiiional detached product WhiJe we!! located, if a dO\IVnturn in the residential market 

should occur, me higher priced condominium development, could be negatively 

1n1pacted. There are significani costs to be completed befure home construction c.ao 

begin, although o::rnpletioo to super pad condition is anticipated within four months of the 

date cf value. Although the homss ara relatlv~y afforda~y priced wcthin the Central 

Orange Count,y markei area, there are 1,238 attached dv,re!Jing units wilhiu lhe District 

plus support commercial and office developments, 

Estimating value by use of a discounted cash flow analysit: requires various 

assumptions and judgment by iho a.ppralsar. 11 is th-a appraisers' function to reflect the 

motives of real estate investors. The cash flow mode! need" to reflaa the ac!:ua1 state of 

1he market as of a specific time. 

Ooe nogativo of • ll~ Cl.lllli - io lhat ollon requires 

absorµtion rates t:h3t have not t;.e.en PfO'ltITT and revenues ttlat am proposed l)ut not 

tosfoo. However, in the case ot ill• oobject properly, we """" the benefit of martet 

response boih in :sal€:5 activity arid of similar products in the City of Irvine. This 

discounted cash flow amity.sis rof\oots the current price structure. in an exceHent mai'Kel 

The projected t';OJding period ia Mtirl'llated kx 6 years. 

The discounted cash .flaw reflects a &year absorption period for the sub.led A two 

to tnree~year holding period would be considered a typical period for a merchant builder. 

A six to eigt,t-Jl"ar holding l"'riod would oo oonslderod • typical period fnr • laM 
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tlf:lvt!loµ,er, To reflect market risks in both tho modet assumptions and the discount rate 

results m the proporty being penaltzed fwcice for the same risk, The rnodef assumpOOns 

reflect current pricing without appreda:tion. Additional risk in the model assumptions are 

possib1e negative ecx,nomic factors m the future, increasing mortgage rates and a 

stabUizing residont1at mart<;et, resulting in flat or decroosing sales prices. 

To buid a discount rate, lh.roo components must be addreooed: safe rate, risk rate 

and inflation rate. The safe rate is defined as that oompa()s.atioo paid to a lender or 

investor 1or the use of money. The risk rate is the compensation paid to the lender or 

investor to offset possible losses that occur Wl"l&!1I a borrower or investment fa~s to meet 

periodic payment,; or pay bad< bo!1'1lWed funda The inflation rate is doiin«l •• that 

oompansation p~id to the lender or investor to offset losses that may ()()';:Ur to the 

purchasing power of the payments racelved .and the plindpal returned. 

To estimale .a discount rate appropriate for the subject property, we have begun 

•i1littl a sa:fo ratiG ttiat has ave:raged ootween 3% and 5% over time. Over the past decade, 

improved real estate investments have had a risk rate between 1.25 and 2.5 times the 

Mfe rate, while var.;ant or subdivision land has had a r1sk rate between 3 and 5 times the 

safe, ra1tl lnflation has typically range<i OOtirveen 3% and 5%, For the subject we have 

assumed a safe rate of 4%, a real estate risk rate of 4 times the safe rate 01nd inflation of 

3%, the indlraled dlsoount rate ls: (4% x 4) + 3% = 19%. 

lla,oi;l oo - ~will,--·"" "•ve oonduded will, a 
di""""1! r•te of 16% wil!IO!Jl appreciation for lhe subject property in light of lhe 

enffllements, inh:structure time-line, non specific oost data, proposed products. time-line 

for absorption, and specific m.arkat Please rarer to the ro!IO'NW'lg pages whk:h illustrate the 

disoounted cash flow analysis for lh• "I',; is· value of Iha undeveloped land, prop:,sed for 

1.238 attached units aoo commeo::lal land wilhin CFD No. 2004-1 for tho Santa Ana 

Unified Schoo District 
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Please refer to the kibifl;J two pages Miich illustrates the Devek1pm.:,rtal 

Analysis wittl .an estimated value ot $00,000,000 for the land bei:ig groded, proposed fer 

1,238 allitciled units and t\\fO fats proposed for relall and office develojlfnenls within tile 

District The proposed produciS usOO in lhe analysis are "'1al are currently envisioned by 

the master devebper. The proposed number of units and proposed JJfiit mix are 

@,.stinlB!tei. only as of the date of value, 'Wi:lich ool!id be subjed b change depcnchng on 

market demand and the merchant buiders. C,osts of home oo.1siru::iion and site cool:,,; al'l::' 

estimated. It is important kt note that the values are conli'l91:,nt upon severaf assumptions 

presented in the Developmental Alialysis. lt assumes stabkl market oondltlons and 

thcretc;re a mart.et for the proposed products and merchant buitjer land. Too ~ 

value also assumes the costs and time-line for the costs used in the analysis are 

neasooable. If there ls a change In the Me costs or costs to buitd too or,r;doMniums. or 

the ~line for the cost.£., the value coud change. 
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VALUATION CONCLIJSJON 

Based on the lm'efilfgation a,-:id analyses undertaken our cxperienot':l as rn;1! 4Sia'l.f'l 

app;ais.ers, and subjocl to ;.ii, the prf:llriises, assumptioos and lil'Pttint,; condltl::tinil 1et fortti 

in this. report, the following opinton of Market Value has be1m formed as of June 1. 2005, 

IIIIIE.T'I MJWON DOLLARS 

$90,000,000 

The'.} physical and legal (X)(\{jioon of the land as of ihe dale of value is given 

oonsid«ation, All remaining o:,sts a~ated with tho completion of d91!e!opment of the 

nis-1rict, h3ve boon r;on:sidered. All CFO reimbursable expenses iiuf;,ported by lhis bond 

i:ssve have been cum,idtMe<l lt is a specfflc ctJntlngenc)f of this appraiul that eJI al 

U,e, site devet~t cos.ts to sati:sljt ma Condftloru1 of Map A:pprnvaf a111J Me 

DeveJQpment A9t00ment wfth the City of wine snd sit f>f the Ouilmir site 

imprnWfmBnl casts and CO$W to ieol'i:struct the condomlnlum bwldings have been 

provhted to the appn1Jsers Md are accurate. 
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CERTIFICATION 

We he1eby Offl'tify th.al during the completion o1 this assignment we personalty 

inspected the property that •s the subiect of this appraisal and that excepl as spec1Uca'ltj 

ncted: 

We have no present or contemplated future intCfest ir the real estate or 
personal interest or bias wnti reapect 1P 1he subject matter or the parties 
in\/Olved In ihls appraisaL 

To the best ot and belief, the ~tatements of fuct contained in 
this appraisal report, upon too ana!~>s:es, opinions, and conclusions 
expmssw! herein aie based, are true and correct 

Our engagement in this assignmenl was nat oontingsni Jpon deve!oping er 
p~<lelennir,e<l results. The OOfr\j)S(ls.ation is not contingent 

of a predetermined value Of directlon lrl value that faVO! 
cause ci;e:i~ the amount cl the value estimate. the ntlainrneni of a 
stipulated result or tr,e occurrenc1) of a sul>soquoot evcnt. 

The n~~Jnmfinl *'18 mJt based on a requested mlnlmum 
valuiltioo, a specific "aluation. or the approval of a loan. 

As of the dM& of Ulie 
e oontin 

and condus!ons ware developed, and this 
confom!v witti tl'lC reooirarnenis ct the Code 

fdards Practice ot the 
cltido the Urufurm cf Professional 

J41fT166 B. Hafmi has the 

•n<l conclusions ara lrnll.0<1 only by !he 
oonditions, and ar8 our p~onal, 

and condu:sions. 

No one prov!dE!d professkmal assi.stlnee to ihe persons signing this r.aport. 

The use of this report is subj,eci to the requirements of the Appralsei lnstitute 

relati~ to reNiew by rls duly authonzed reprcscntmvcs. In furtherance of me aims of the 

Appraisal !ttStitute to develop higher standards of professional perfo~ by its 
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Members, we may be required to submit to authCfized com:nrttees of the Appraisal 

lnslitute copies of this a_:ipraisal and any< subse(Jlent changes or modifications lhereaf. 

Respi,c.tfu!ly submitted, 

~~~ 
Berri J. Cannon I Janis 
Vice President 
AG00,1147 

~H~ci ~r:r~.~t 
AG001346 

O .. M;.,1J • .Tt~,:1 P.s:..L f;,S Tt>Tt: A 1 ~i)J<b:H,:::: 
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HARRIS REAi. TY APPRAISAL 
5100 Birch Street, Suite 200 
Newport Beach, CA 92660 

(949) 851-1227 

QUALIFICATIONS 
OF 

JAMES S. HARRIS. MAI 

PROFESSIONAL BACKGROUNI) 

Actively an gaged aa a roo.! es late analyst and oonslJtlni; appraiser since 1971, Pras.icient and 
Principal of Harris Raa!ty Appraisal, Wllh offices at: 

5100 Birch S!reet, Suite 200 
Newport Beach, California 92600 

Beforo forming Harris Realty Appraisal. in 1982, was 
inc, {REAN) as a Principal and Vico Pffi>Sidaw'" Pnor 
lh1ot Bank of Atffl;llca as the A5slstant Urtran !\ppraisal 
Verne Cox Company as a real estate appralser. 

with Real Estate Analysts 
,t wm, REAN woo: employed 
Pr!Mousiy, was employed by thie 

PROFESSIONAL ORGANtvlTIONS 

Member of the Apprms.al Institute. wit!", f.1AI doo!gnation No. 6508 
Director, SouthP.m C'dlfifomlA CMpter- 1998, 1999 
Chair. Orange County Branch, Sou:hem Califorri;lJi CMptAcr ~ tAAl 
Vice-<::hair, Orango courty Br.anch, Sou:hom California Chapter. 1900 
Member. VII Regional Comm1tlee- 19'91 to 1995, 1997. 1998 
I/ember. California Cnrflllnittoo. 1990, 1997' In 1999 
Chairman, - 1001 
Chairman, South em Calltomla Chapter Workshop Cnmmi!tae • , 9YU 
Member. Southern Callfo"Tiia Chapter Admissions Comr.mttl:lli - 1983 to: 989 
Mc,mlx::r, RC')'.lKlnal Stand.;rds ol Professional rractica Ccimmittae ~1965 ~ 1897 

Member of the hitemational Righ:-of-W.ay Assxii'rtion, Orange Counly Chapterr 67. 

Califomla State Certlfled Appraisoc Number fli.G0013% 

EDUCA JKWAL AC111nnES 

B.S., California State Polyt;M:hnlc Uni¥elsity, Pomona, 1972. 

Successfully oomplotnd ttle follO\lllng courses spor,sol'OO by the Appraisal institute and !he Right-of-
Way Assod1,1!iun 

Couffl.61--A 
Gouras 1-B 
Course II 
Course IV 
Course VI 
Course VIII 
Course SPP 
Course 401 

Prtnclp!es at Real Eslate Ap;:iraisal 
Cap.ltallizatloo Theory 
Urban Properties 

Appra.sal of Partial_Acquisitions 

Has attended numerous seminars sponsored by the Appraisal lnsiituio and the htamational Rig1t
of-1.".'ay Association. 



TEACIJ!N<l AND LECTURIIIG AC111'1TIES 

Seminars and iccturc:.i ta the , of Caiik;m!a·!rvine. UCLA.. 
me National Fe<ier.a:ion ot Ca!Hnmi.;;,i f:ltthl and Adviso,y Commission, 

Mul"lk.;ipal ~afysts. 

Memtl9' of '.he 
Appraisal Sw.ndards 

Testified as 1.:111 

Bemardm and ii 
Bankruptcy, and 
olher ma.es. This 

appralS 

*'..We! the last f'\'6 :rears. 

MISCELLANEOUS 

;::,anoi lo lhc C.Jiii'romla ~t and lnve,stmen; 
Secured Financing 1Me:rch 20(:,S throo,;:p J:J.ie 

LEGAL EXPIZRlEHCf!! 

Court of Ute Coun!y of Los 
i,a,i,rup,,c, Courts five times ~ning ire 

Conmn1si0n, r-0gtirdng 

Pertorrn.anoo He has boon nJf'OOr:XlS tunes oo;cemlng 
experience has be<en tor both and dients. H 

r si1,11::imission to !he witlout he.\Jl~ veiues He has 
the oo~letior 00 Land Soo.!red Mun:cipa! B>'.'.lrld Firiancin£; aprnaisails 

SCOPE. OF EXPERIENCE 

FN.sfbility and Coneufflve studiff 

Feaisibility ond morkol anolys.cs. ineluding the use of computer~t:a:sed ecooomic: noc~ls for both !Rnd 
de\oeloprnents and inlf0Strnenl proprties sum as st,oppin9 centers, indusmar part,,;s, mobllo h:;mo pat,<S, 
oondominium projacts. hole!&. and residential 

Apprals/11 l'ro}«is 

Mas c.ompleted all! 
completed oJt ct 
Oklahoma. Ore 

RffltJ'fflllAli 

Frar,Wco, Calrfom1a. Also ras 
HEr'llaii, N~vada. !\aw Jersey. 

Rihil:k,ntial subdiviSions, condominiums, planned unit deveiopmel'11$, mot:11le hom~ pilf'k.S, 
apaf1ment M!..ffl.es. end $iliQle-fami!y 1esidenc,.::is. 

Conrmen::'i.rl 

orr .. 

Industrial 

~ n.stawrants. xrwer shopping oonters, 
oonvenienee t\hopD{n~ center!.. 

Multi<enanl incus:rial parks, wariehcu:s.Bs. 11.anuf£!urin9 plcrlts., .and rosean::ti and d~loprnenl 
taciliti06 

Viille.1nflam/ 

Commul"1ity FaciH!es Oistr~.s, Assessr1ent Districts, master planned communities, residaniial, 
commercial and industr,al sites:; full end psrl1al l:1!11~1ngs k!r p.Jt.:,,111::: a,::quisrt1t'll'lS 

QUALIFICATIONS 
Of 

BERRI J. CANNON HARRIS 

PROFi;SSIOl'IAL BACKGROUND 

~ _ as a real cstaln appraiser since 1987 Vice Presiderrl ot Hams Rea14' 
Appraisal, with offices at: 

5130 Bi,m St-. S«ite 200 
Newport Beach. California ~660 

Before joining Harris Realty Appra!Sal was employed with interstate Appraisal Corporation as 
Preskloot Prior to empioymeni wiih Interstate Appraisal was employed 'Mth 

Rea: Estate Analysts of Newport Beach as a Research Assistant 

Chair, sout11em 

PROFESSIONAL ORGAJ\/JZA no NS 

)I.er HOl,\pilali!y Couunit!e~ - 1994 - 1996 
Research Commlttee-1992, 1993 

Treasurer* 1003, i994, 1995 
Chair, Metvvork Luncheon Committee - 1991, 1002 

Calrfomia State C'~rlir.ec App1ii!i'Stir, Numbt!!r AG009147 

EDIJCATIONAI. ACrn!fflES 

8,S.B.A., Untvers!ty of Roofands, Redlands, CsiHfornia 

Suocesstufty icompfeted the following oour56s sponsored by the Appraisal lns111ute: 

PrmOIP•IS of Real Estate Appralsal 
Baste Procedures 

~se StucEes tn Real Estate Va!La:tlon 

Has attended numerous seminars soonr,one< 
estate r~lated oot1rses through Unive,rs,(y ot 

1:he Appmisa! Institute. Has also attended real 
orrua-lrvtoo. 



LECTURING ACTIVII1ES 

Seminars. and !&bHt:S 
COmmissfon, and stone & Youngberg. 

lo UC! A, Calirornia 08bl aw.! lnWllsl.n1"'rd Advisory 

MISCELLANEOUS 

Mamb.er of the Panel to me Ca!ifom:la Debt and Investment 
regarding Appraisal for land Secured Financing (March 2003 

SCOPE OF EXPERIENCE 

Appraisal Pr~ 

Commission, 
2004) 

Has 0011Pleted all types of app.alsal assignments from Sar DiCgo to San Franclsoo. California. 
Also has ocmpleted out-of-s1ate appraisal asslgnmorrrs In. Arizooa arid Hawaii. 

RosidMtnll 

Residential subdivisions, condominiums, planned unit developments, mob1!e oorne 
parks, aparl,,eril houses, aud siu19lt!~i'arnily n:!sidenc:es_ 

Commercial 

Office buildings, retail store buildings, rastaurants, ne19rbornood..shoppin9 centars, strip 
retail centers. 

ln<lu,,lrlal 

Mu!ti~tenani induslfiaii parks. warehouses, manufacturing plants, and research and 
development facilities. 

VKllllnt Land 

Residential sites, 
planned unit de,.,alopments, 
ft:1dlltics Dlstrict 

mui'li-t.nt masler 

PAR11AL UST OF CLIENTS 

Lending Institutions 

Ar1e1icH11 :Sav,nas Rank 
Bank of Amer\ca 
Bank of Csfifcrnla 
Bank One 
Coast S&l Ass~ 
Commerce Bank 

S&L Assoc. 
Investment ond Loon 

First Los Angefes Bani< 
Partners 

Gorps of Fngin~ers 
California Stale University 
Cal!rans 
Capistrano Unified Schoel District 

of Beaumont 
of Costa Mesa 
of Encinitas 
of Fontana 
of Fullerton 
of Hernet 
of Honolulu 
of Indian Wells 
of kvfns 
of lake Bslnore 
of Los 
of 

Nations.Bank 
Preferred Bank 
Santa Monica Bank 
Sumitomo Bank 
Tokai Bank 
Uniuri B<lllnk 
U11iversal S&L A$SOC. 

Wallaoo Moir Company 
Wells Fargo Bank: 
Weyerhaeuser Mortgage 

Public Ag;mcl"" 

City of oeoonslde 
City uf Paint Springs 
City uf Perris 
G1ty of Hiversid(:i 
City of San Marcos 
City ufTusti11 
County of Orange 
County-at Riverside 
Eastern Municipal Wate 
Orange County Sher ffs 
Ramona Mun!cipal 
Randio Santa Fe Comm. Services D1svict 
Saddleback Valley Umfied Sd'lool District 
Santa Ana Uri:fied School District 
Val Verde Unified School Di.strict 

D1Welopanr and Landowners 

Coto de Caza, ltd. 
OMB - Ladera 
Foothill Ranch C::impany 
Hon Developmert 
The Irvine Company 
Irvine Apartment Communities 

Arter & Hadden 
Bronson, Bronson & McKinnon 
Bryan, Cave, McPh&etGrs & McRoberts 
Cox, Castle, Nicholsor 
Gibson. Dunn & Crulchoc 

Lennar Homes 
Mclain Development 
Rancho Mission VmJo 
Santa Margarita Campany 

Law Firms 

Devebprnent 
Industries 

h1cC!intock, Weston, Benshoof. 
Rochefort & MacCuish 

Palmin, Tyler, Wiener, Wilhelm. & Wflllr!r(l:
Sonnenschein Nath & Rosentha: 
Strauss & Troy 
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CERTIFICATION OF INDEPENDENCE 

The Securities & Exchange Commission has recently taken action against Wall Street firms that have 
utilized their research analysts to promote companies that they conduct business with, citing this as a 
potential conflict of interest. Accordingly, Empire Economics (Empire), in order to ensure that its 
clients are not placed in a situation that could cause such conflicts of interest, provides a Certification 
of Independence. Specifically, the Certificate states that Empire performs consulting services for 
public entities only in order to avoid potential conflicts of interest that could occur if it also provided 
consulting services for developers/builders. For example, if a research firm for a specific Community 
Facilities District or Assessment District, were to provide consulting services to both the public entity 
as well as the property owner/developer/builders, then a potential conflict of interest could be created, 
given the different objectives of the public entity versus the property owner/developer. 

Accordingly, Empire Economics certifies that the Market Absorption Study for the Santa Ana Unified 
School District CFD No. 2004-1 (Central Park) was performed in an independent professional manner, 
as represented by the following statements: 

Y Empire was retained to perform the Market Absorption Study by the Santa Ana Unified 
School District, not the District's property owner or the developer/builders. 

Y Empire has not performed any consulting services for the District's property owner nor the 
developer/builders during at least the past five years. 

Y Empire will not perform any consulting services for the District's property owner nor the 
developer/builders during at least the next three years. 

Y Empire's compensation for performing the Market Absorption Study for the District is not 
contingent upon the issuance of Bonds; Empire's fees are paid on a non-contingency basis. 

Therefore, based upon the statements set-forth above, Empire hereby certifies that the Market 
Absorption Study for the Santa Ana Unified School District CFD No. 2004-1 (Central Park) was 
performed in an independent professional manner. 

Empire Economics, Inc. 
Joseph T. Janczyk, President 
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INTRODUCTION TO THE BOND FINANCING PROGRAM 

The Planned Community of Central Park is located at the northeastern corner of Route 405 and 
Jamboree Boulevard in the Santa Ana Unified School District in Orange County, California. 
According to Lennar Communities, the developer, Central Park is expected to have 1,238 housing 
units on 42.7 acres, and so it is regarded as being a high-density residential project. Specifically, there 
are various types of attached products, such as condominiums and townhomes, as well as hi-rise tower 
products; additionally, there are also some supporting office and retail products. 

The Santa Ana Unified School District has retained Empire Economics Inc., an economic and real 
estate consulting firm, to perform a Market Absorption Study for the properties/projects that are 
expected to be included in the CFD No. 2004-1 (Central Park). The purpose of the Market Study for 
CFD No. 2004-1 is to perform a comprehensive analysis of the relevant economic and real estate 
factors in order to arrive at an estimate of the probable absorption schedules for the forthcoming 
residential projects. 

Specifically, from the viewpoint of Bond Purchasers, the particular components of the infrastructure 
should be time-phased and location-phased in a manner that approximately coincides with the expected 
marketability/absorption of the projects in CFD No. 2004-1. Otherwise, to the extent that the 
infrastructure is not appropriately phased, then the following types of market inefficiencies may occur: 

On the one hand, if certain projects do not have the infrastructure that is required to 
support their development in a timely manner, then they would not be able to respond to the 
demand in the marketplace, resulting in a market shortage. 

On the other hand, if too much infrastructure is built, then projects for which there is not 
presently a market demand would incur high carrying costs due to the market surplus, and 
this could adversely impact their financial feasibility. 

Thus, the Market Absorption Study formulates guidelines on the appropriate or optimal time-phasing 
and location-phasing of the infrastructure for the properties located in CFD No. 2004-1, Central Park. 
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CHARACTERISTICS OF THE EXPECTED PRODUCT MIX 
FOR THE PROJECTS IN CFD NO. 2004-1 

The properties in CFD No. 2004-1, based upon their planning approvals as well as representations 
from the developer, Lennar Communities, are expected to have some 1,238 attached housing units; 
accordingly, their characteristics are now discussed. 

Y Lofts: There are expected to be 107 Loft units (8.6% of the units) which are 1-2 stories that 
have base prices of $395,000 to $515,000 for some 1,050 to 1,500 sq.ft. of living area, for a 
value ratio (price/living area) of $357, on the average. 

Y Lofts/Flats: There are expected to be 342 Loft/Flat units (27.6% of the units) which are 1-2 
stories that have base prices of $290,000 to $410,000 for some 700 to 1,150 sq.ft. of living 
area, for a value ratio (price/living area) of $378, on the average. 

Y Brownstone Townhomes: There are expected to be 163 Brownstone Townhome units (13.2%) 
which are 3 stories that have base prices of $483,000 to $608,000 for some 1,175 to 1,625 sq.ft. 
ofliving area, for a value ratio of $391, on the average. 

Y Brownstone Villas: There are expected to be 127 Brownstone Villa units (10.3%) which are 3 
stories that have base prices of $586,000 to $708,000 for some 1,425 to 1,875 sq.ft. of living 
area, for a value ratio of $393, on the average. 

Y Luxury Flats A: There are expected to be 78 Luxury Flat A units ( 6.3%) which are 1 story 
each (the building is multi-story) that have base prices of$800,000 to $935,000 for some 1,750 
to 2,200 sq.ft. of living area, for a value ratio of $439, on the average. 

Y Luxury Flats B: There are expected to be 81 Luxury Flat B units (6.5%) which are 1 story 
each (the building is multi-story) that have base prices of$650,000 to $785,000 for some 1,400 
to 1,850 sq.ft. of living area, for a value ratio of $442, on the average. 

Y Luxury Townhomes: There are expected to be 100 Luxury Townhome units (8.1 %) which are 
2-3 stories that have base prices of $817,000 to $997,000 for some 1,850 to 2,450 sq.ft. of 
living area, for a value ratio of $422, on the average. 

Y Hi-Rise Tower: There are expected to be 221 Hi-Rise Tower units (17.9%) which are 1 story 
each (the two buildings are multi-story, up to 15 stories) that have base prices of $411,000 to 
$739,000 for some 900 to 1,900 sq.ft. ofliving area, for a value ratio of $417, on the average. 

Y Hi-Rise Tower Penthouses: There are expected to be 19 Hi-Rise Tower Penthouse units 
(1.5%) which are 1 story each (located at the top of the multi-story buildings, up to 15 stories) 
that have base prices of $1,465,000 to $1,569,000 for some 2,300 to 2,600 sq.ft. of living area, 
for a value ratio of$619, on the average. 

So, for all of the 1,238 homes in CFD No. 2004-1 (Central Park), as a whole, their prices amount to 
some $576,839 for some 1,411 sq.ft. ofliving area, for a value ratio of $409, on the average. 

Please refer to the following page for additional information on the projects in CFD No. 2004-1 
(Central Park). 
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Product T""'es >>> Lofts 

Units/Acre 68 

Development Status 
Total 107 

Escrows Closed 0 
Forthcoming 107 

Share - Forthcoming 8.6% 

Prices - Estimated 

Plan# 1 $395,000 

Plan# 2 $435,000 

Plan# 3 $475,000 

Plan #4 $515,000 

Plan# 5 

Averages $455,000 

Living Area - Estimated 

Plan# 1 1,050 

Plan# 2 1,200 

Plan# 3 1,350 

Plan #4 1,500 

Plan# 5 

Averages 1,275 

Value Ratio $357 

Empire Economics 

EXPECTED PRODUCT MIX 

SANTA ANA UNIFIED SCHOOL DISTRICT CFD NO. 2004-1 

(CENTRAL PARK - LENNAR COMMUNITIES) 

June 21, 2005; Subject to Revision 

Lofts/Flats Brownstone Brownstone Luxurv Luxurv 

Town homes Villas Flats A Flats B 

78 32 31 50 60 

342 163 127 78 81 
0 0 0 0 0 

342 163 127 78 81 

27.6% 13.2% 10.3% 6.3% 6.5% 

$290,000 $483,000 $586,000 $800,000 $650,000 

$330,000 $527,000 $628,000 $845,000 $695,000 

$370,000 $569,000 $670,000 $890,000 $740,000 

$410,000 $608,000 $708,000 $935,000 $785,000 

$350,000 $546,750 $648,000 $867,500 $717,500 

700 1,175 1,425 1,750 1,400 

850 1,325 1,575 1,900 1,550 

1,000 1,475 1,725 2,050 1,700 

1,150 1,625 1,875 2,200 1,850 

925 1,400 1,650 1,975 1,625 

$378 $391 $393 $439 $442 

6 

Luxurv Hi-Rise Tower Hi-Rise Tower 

Townhomes Condominiums Penthouses 

21 150 

100 221 19 
0 0 0 

100 221 19 

8.1% 17.9% 1.5% 

$817,000 $411,000 $1,465,000 

$877,000 $507,000 $1,569,000 

$937,000 $593,000 

$997,000 $669,000 

$739,000 

$907,000 $583,800 $1,517,000 

1,850 900 2,300 

2,050 1,150 2,600 

2,250 1,400 

2,450 1,650 

1,900 

2,150 1,400 2,450 

$422 $417 $619 
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ROLE OF THE MARKET STUDY IN THE BOND FINANCING 

The Market Absorption Study for CFD No. 2004-1 (Central Park) has a multiplicity of roles with 
regards to the Bond Financing; accordingly, these are now discussed. 

Marketing Prospects for the 
Various Products Types 

Official Statement 

Prospective Bond Purchasers 

Aggregate Levels of 
Special Tax Revenues 

Maximum Special Taxes 
for the Residential Products 

Conforming to the Issuer's Policies 

Share of Payments: 
Developer/Builders vs. Final-Users 

Determined by the Absorption Schedule 

Appraisal of Property 

Discounted Cash Flow - Present Value 

Absorption Schedules 

The Issuing Agency for the Bond Issue, the Santa Ana Unified School District, along with the 
Underwriter, can utilize the Market Absorption Study, Appraisal, and Special Tax Revenue to 
structure the Bond Issue for CFD No. 2004-1. 
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METHODOLOGY UNDERLYING THE MARKET STUDY 

To perform a comprehensive analysis of the macroeconomic and microeconomic factors that are 
expected to influence the absorption of the residential condominiums, townhomes and hi-rise tower 
products in CFD No. 2004-1, Empire's Market Absorption Study conducts a systematic analysis of 
the following factors: 

MACROECONOMIC FACTORS 
FOR CFD NO. 2004-1 

* Market Supply 
Planning Projections 

* Market Demand 
Economic Conditions 

* Reconciliation 
* Growth Potential for the 

Market Area 

MICROECONOMIC FACTORS 
FOR CFD NO. 2004-1 

Regional Development Patterns 
Socioeconomic: School and Crime 
Housing Price Trends and Patterns 

Competitive Market Analysis - Product Types 
Residential 
*Location 

*Product Types 
*Prices 

*Special Taxes 
*Features/Amenities 

ABSORPTION SCHEDULES 

Each Product Type 
*Residential - Attached 

Condominiums 
Townhomes 

Hi-Rise Towers 
*Market Entry to Build-Out 

Therefore, the Market Absorption Study systematically proceeds from the macroeconomic 
analysis of the Market Region's future housing, industrial and commercial growth to the 
microeconomic analysis of the estimated absorption schedules for the residential 
condominiums, townhomes and hi-rise tower products in the Santa Ana Unified School District 
CFD No. 2004-1 (Central Park). 
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RECENT/EXPECTED ECONOMIC TRENDS/PATTERNS 

The purpose of this section is to discuss the recent/expected economic trends/patterns for the United 
States (US), California (CA), and Orange County (OC), including Gross Domestic Product, 
employment, housing starts, and mortgage rates. 

Recent /Expected Real Gross Domestic Product Trends/Patterns - Annually 

With regards to the recent/expected growth rates for Gross Domestic Product (GDP) for the United 
States economy, these are as follows: 

• During 1999 and 2000, real GDP increased at strong rates ofby 4.5% and 3.7%, respectively. 
• Then, in 2001, as the economy slowed, real GDP increased by only 0.8%. 
• In 2002 and 2003, when the economy rebounded, real GDP increased by 1.9% and some 4.4% 

respectively. 
• For 2004, real GDP rose at a rate of 3.90%, as the economy continued to expand at a healthy 

rate. 
• Then, for 2005, real GDP is expected to continue to rise, though at a somewhat slower rate, 

some 3.14%. 

Next, with respect to the rates of change for the various components of real GDP during 2003 through 
2005, they are as follows: 

• Consumption, which increased at some 3.80% in 2003, decreased slightly to a rate of some 
3. 75% in 2004, and it expected to moderate further to a rate of some 3.41 % in 2005. 

• Business investment, which recorded an increase of some 9.75% in 2003, peaked at some 
11.8% in 2004, and is expected to diminish to 7.63% in 2005. 

• Finally, with respect to government purchases, these declined from 2.28% in 2003 to 1.58% in 
2004 and then are expected to decline to some 0.93% in 2005. 

Therefore, comparing the rates of growth for the various components of real GDP for 2005 as 
compared to 2004 reveals that the overall rate of growth is expected to moderate slightly, along with 
the rates of growth for each of the sectors as well, including consumption, investment and government 
spending. 

UNITED STATES REAL GDP AND ITS COMPONENTS: ANNUALLY 
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Recent/Expected Employment Trends/Patterns - Annually 

With regards to the recent/expected growth rates for employment, these are now discussed for the 
United States, California, and Orange County economies, both on an annual as well as a quarterly 
basis. 

For the United States economy, the recent trends/patterns for employment have been as follows: 
• In 1999 and 2000, employment growth was strong, some 2.44% and 2.20%, respectively. 
• Then, in 2001, due to the economic slowdown, employment was virtually stable. 
• For 2002, employment declined by-1.13% followed by a smaller decline of-0.26% in 2003. 
• In 2004, as the economy moved into its recovery phase, employment rose by some 1.13%. 
• For 2005, the economy is expected to expand further with employment rising to 1.58%. 

California's employment followed a generally similar pattern: 
• Strong rates of employment growth in 1999 and 2000 of 2.9% and 3.5%, respectively. 
• Then in 2001, employment rose only moderately, some 0.80%. 
• However, in 2002 to 2003, employment declined to -0.99% and -0.45%, respectively. 
• For 2004, the economy moved into a recovery, with an employment gain of 1.02%. 
• In 2005, the economy is expected to expand further with employment rising to 1.51 %. 

Orange County, on a comparative basis, has performed favorably: 
• Orange County experienced strong, though diminishing, rates of employment growth during 

1999-2001, from 3.55% in 1999 to 1.79% in 2001. 
• Then, in 2002, employment declined to some -0.71 %. 
• In 2003, the economy recovered, and employment increased at a rate of 1.80% 
• For 2004, the rate of employment growth rose to 2.17%. 
• In 2005, growth is expected to continue with employment moderating to some 1.93%. 

Therefore, during 2005, the United States, California, and Orange County are expected to generally 
experience higher rates of employment growth. 

UNITED STATES, CALIFORNIA & ORANGE COUNTY 
RECENT/EXPECTED EMPLOYMENT TRENDS: ANNUALLY 
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Recent/Expected Tends/Patterns for Housing Starts - Annually 

With regards to the recent trends and patterns for housing starts, they are as follows: 

• The United States housing market experienced a strong recovery during the 2001 to 2004 time 
period, with the number of new homes rising from 1,573,400 in 2000 to 1,958,975 in 2004. For 
2005, the United States housing market is expected to decrease somewhat, to 1,785,675, due to 
higher mortgage rates. 

• For the California housing market, housing starts have had a strong recovery during 2000 to 
2004, as the number of new homes rose from 139,073 in 1999 to 210,150 in 2004. The 
California housing market is expected to decrease somewhat in 2005 to some 188,000, again as 
a result of higher mortgage rates. 

• Finally, with respect to Orange County, housing starts declined during the 2000-2004 time 
period, from 12,382 homes in 1999 to 9,104 homes in 2004, due to the scarcity of developable 
property. For 2005, the level of activity is expected to decline slightly, to some 8,800 homes, 
due again to the scarcity of developable property. 

So, for 2005, the United States, California, and Orange County housing markets are expected to 
decline somewhat from their 2004 levels, due primarily to higher levels of mortgage rates and also, for 
Orange County, the scarcity of developable property. 
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Recent/Expected Trends in Mortgage Rates - Annually 

The recent/expected trends/patterns for mortgage rates, including the 15 year fixed rate mortgage, as 
well as the 10-year Treasury Bond which influences the 15 year fixed rate mortgage, and also the 1-
year adjustable, are now discussed: 

• During the 2000 to 2003 time period, the rates on the 10 year Treasury Bond, 15 year fixed 
mortgage and the 1 year adjustable mortgage all declined: the 10-year Treasury Bond from 
6.00% to 3.95% (-2.05%), the 15 year fixed mortgage from 7.73% to 5.17% (-2.56%), and the 
1 year adjustable mortgage from 7.05% to 3.76% (-3.29%). 

• From 2003 to 2004, the rates started to rise: on the 10-year Treasury Bond from 3. 95% to 
4.27% (+0.32%), the 15 year fixed mortgage from 5.17% to 5.20% (+0.03%), and the 1 year 
adjustable mortgage from 3.76% to 3.88% (0.12%). 

• For 2005, as compare to 2004, the rates are expected to rise moderately, on the 10-year 
Treasury Bond from 4.27% to 4.65% (+0.38%), the 15 year mortgage from 5.20% to 5.58% 
(+ 0.38%), and the 1 year adjustable mortgage from 3.88% to 4.48% (+0.60%). 

So, during 2005, financial rates are expected to rise at a moderate pace, the increase in the 10-year 
Bond will drive the 15 year fixed rates up by some 0.38% while the increases in the discount rate by 
the Federal Reserve Board will drive up the 1 year adjustable rate mortgages by some 0.60%. 

UNITED STATES MORTGAGE RATES: ANNUALLY 
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SOCIOECONOMICS CHARACTERISTICS: 
CRIME LEVELS AND THE QUALITY OF SCHOOLS 

When households consider the purchase of a home, the primary factors are the location (relative to 
their place of employment) and price (within their income/affordability levels). Furthermore, 
secondary socioeconomic factors that are significant include the safety of the neighborhood as well as 
the quality of the schools; accordingly, these are now discussed 

Crime Levels and Neighborhood Safety 

To gauge the safety of Orange County and the CFD No. 2004-1 Neighborhood Area, information on 
crime levels was obtained utilizing the Federal Bureau of Investigation (FBI) Index for the 2003 
calendar year. 

For California, as a whole, the average crime rate is approximately 40.2 per 1,000 people per year. For 
Southern California the rate is 39 .1, slightly lower than the state, while for Orange County, the rate is 
only 27.9. So, Orange County has a significantly lower crime rate than either California or Southern 
California, and, as such, is a safer place to live. 

According to the FBI index, Orange County has a crime rate of about 28 per 1,000 people per year. 
With respect to the CFD No. 2004-1 Neighborhood Area, consisting primarily of the City or Irvine, the 
crime rates is comparatively low, some 21.4. 
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Quality of Schools and Education 

To gauge the quality of schools in Orange County and the CFD No. 2004-1 Neighborhood Area, 
information was compiled on educational achievement, specifically the SAT I scores. 

For the Southern California counties, as a whole, the SAT I scores (with 1600 being the highest 
possible) were at a level of 1014 and this is similar to the scores for California as a whole, some 1015. 
While for Orange County, in particular, the SAT I scores amount to 1080, significantly higher than the 
overall averages for California and also Southern California. 

For Orange County, the average SAT I score was 1080. For the school district in the CFD No. 2004-1 
Neighborhood Area, the Santa Ana Unified School District, their SAT I score amounts to 907, and 
this is somewhat lower than for Orange County as a whole. 
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Therefore, from a socioeconomic perspective, Orange County has a lower crime rate and a higher 
educational achievement level than California and also Southern California, as a whole. Furthermore, 
within Orange County, the City of Irvine has a significantly lower crime rate but the Santa Ana 
Unified School District has a somewhat lower educational achievement level than the county as a 
whole. Therefore, the CFD No. 2004-1 Neighborhood Area and the City of Irvine are regarded as 
being generally desirable from a socioeconomic perspective. 
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RECENT TRENDS IN MONTHLY HOUSING PAYMENTS FOR 
HOUSEHOLDS IN ORANGE COUNTY 

The trends in monthly payment levels for households that purchase homes in Orange County are now 
analyzed, based upon a consideration of housing prices and mortgage rates during the 1988-2004 time 
period; accordingly, the primary factors underlying this analysis are as follows: 

'l- The prices for homes in Orange County during 1988-2004 were estimated by using value ratios, 
the price per sq.ft. of living area, since this automatically adjusts for price changes due to 
differences in the sizes of the homes. For Orange County, the value ratio rose from $180 in 1988 to 
a record level of $349 in 2004. 

'l- To calculate the price of a home using the value ratio, it is first necessary to specify the size of a 
typical home; the assumption made herein is that the home size is 1,600 sq.ft. of living area, and 
this remains constant during the entire time period. 

'l- Accordingly, based upon the value ratios as well as the size of the home, the price of such a 1,600 
sq.ft. home started at some $198,676 in 1988 and rose to a record level of some $557,950 in 2004. 

'l- The down payment that the household makes is presumed to be 20%, and this remains constant 
during the entire time period. 

'l- The mortgage rate is based upon the interest rate for households in the Los Angeles-Long Beach 
area: mortgage rates had a peak level of 9.93% in 1989, declined to 6.52% in 1994, increased 
somewhat during 1995-2001, and then declined to its lowest level of some 5.83% in 2003, 
followed by a rise to 5.89% for 2004. 

'l- During the 1988-2004 time period, the rate of inflation amounted to some 44. 9% on a cumulative 
basis. Inflation rates were in the 4.1 %-5.4% range from 1988-1991, and then they declined to the 
1.6%-3.4% range for 1992-2004. The inflation rate also serves as a general proxy of household 
income increases during this time period. Based upon these inflation rates, the real price of 
housing in Orange County (in 2004 dollars) amounted to some $287,800 in 1989 and $557,950 in 
2004. 

'l- The monthly housing payments are adjusted for the rates of inflation, on a year by year basis, so 
that they can be compared in real 2004 dollars for the entire time period. 

Therefore, based upon a consideration of the above factors, the monthly housing payment for the 
purchaser of a home in Orange County has exhibited the following pattern: 

'l- The monthly housing payment amounted to some $2,441 in 1989 (real 2004 dollars), due to the 
combination of high housing prices along with high mortgage rates. 

'l- The monthly housing payment declined to the $1,378-$1,493 range during 1993-1998, due to the 
combination of lower housing prices and lower mortgage rates. 

'l- Since 1998 the monthly housing payments rose to some $2,846 in 2004; this can be attributed 
primarily to higher housing prices. 

Therefore, Orange County households have recently experienced moderate increases in the level 
of monthly housing payments; the level of their 2004 monthly housing payments in real dollars 
is some 16.6% above the prior peak level that occurred in 1989. 
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OVERVIEW OF RECENT/EXPECTED FACTORS 
UNDERLYING CHANGES IN HOUSING PRICES 

During 1980-2001 housing appreciation was driven by the fundamental factor of employment growth, 
along with accommodating financial factors, such as stable or somewhat declining mortgage rates. 
However, since early 2002, the primary fundamental factor, employment growth, has experienced only 
minimal growth; instead, housing appreciation has been driven by financial factors. Thus, there has been 
a structural shift in the forces driving housing price appreciation, from employment growth to financial 
factors. Specifically, these financial factors include first, fixed mortgage rates declining to historic lows, 
then the shift to adjustable rate mortgages, and, most recently, the use of "creative" mortgage structures. 

The acceptance of these aggressive financial structures by households has been based, to a large, degree, 
on their perceptions of escalating rates of housing price appreciation and a severe housing shortage; 
however, these perceptions may have been somewhat exaggerated. Furthermore, the use of these 
aggressive mortgage structures has been bolstered by homebuilders that have there own mortgage 
companies as well as lending institutions that desire to retain their business levels. 

However, unlike fundamental factors, these financial factors are subject to a substantial amount of 
volatility within a short period of time; in fact, there are substantial economic forces that are likely to 
emerge during the near term that should result in a substantial rise in interest rates, such as record levels 
of federal and trade deficits. As mortgages rates rise, particularly for households with adjustable rate 
loans and creative loan structures, some of these households that cannot keep apace with the higher 
payments will be "forced" to sell their homes at reduced prices, since the new purchasers will have to 
qualify for loans with higher mortgage rates. 

This result will be a housing market bubble that will cause some price adjustments, but these 
adjustments are not expected to be broad based but rather specific to those homeowners that over
burdened themselves by using adjustable rate loans and creative mortgage structures. By comparison, 
those homeowners who positioned themselves with fixed-rate loans and who do not sell their home 
during the next several years are not likely to be impacted adversely. 
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Interrelationships of Employment Growth, Mortgage Rates 
and Housing Price Changes: 1984-2001 

The most significant factor underlying changes in housing prices/sales is the rate of employment 
growth. Specifically, employment growth is regarded as being a "fundamental" factor because the 
creation of job growth drives the demand for housing: when employment growth is robust, housing 
prices/sales are also strong, and, conversely, when employment losses occur, then housing prices/sales 
are weak. 

The next most significant factor underlying housing price changes would be the mortgage financing that 
is available to households. This includes the effective mortgage rate on a loan as well as the credit 
criteria utilized by lending institutions, such as the loan to value ratio and the mortgage to income ratio. 
This is regarded as a "financial" factor, since it is not, by itself, a direct determinant of the amount of 
housing demand; instead, it impacts the price of a home that a household can afford. More favorable 
financial factors, such as declining mortgage rates and/or easier qualifying terms, typically result in 
stronger rates of housing price appreciation. 

Another factor that reinforces housing price trends is the level of new homes being constructed/sold. If 
the supply of new homes is below the amount required to fulfill the demand generated by the 
employment growth, then there is further upward pressure on housing prices. 

The specific impacts of employment growth and mortgage rates on housing prices for Orange County 
(OC) during the two recent economic cycles that span the 1984-2001 time period are now discussed. 

Prior Economic Cycle: 1984-1993 

Y During 1984-1988, employment growth in OC was strong (+5.39%/yr.) but housing appreciation 
was only moderate (+8.71 %/yr.) because mortgage rates were relatively high (10.31 %). 

Y During 1989-1990, as the rate of employment growth for OC continued to be strong ( + 1.88%/yr.) 
and mortgage rates declined (from 10.31 % to 9.86%), there was an acceleration in the rate of 
housing price appreciation (+ 10.26%/yr.). 

Y Then, during 1991-1993, when the OC economy experienced an economic recession with 
employment losses (-1.64%/yr.), housing prices declined (-2.90%/yr.) despite a significant decrease 
in mortgage rates (9.86% to 7.75%). 
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Current Economic Cycle: 1994 to 2001 

'l- During 1994-1995, the OC economy started to recover, with increasing employment growth (1.62%) 
but housing prices continued to decline (-3.08%) further despite lower mortgage rates (7.75% to 
6.93%); this can be attributed to the time lags between the employment and housing markets, as 
households required additional time to gain their confidence as they recovered from the economic 
recess10n. 

'l- Then, during 1996-1998, as the OC economic recovery gained momentum with stronger 
employment growth (+4.10%/yr.), prices started to rise (+7.50%) despite slightly higher mortgage 
rates (6.93% to 7.35%). 

'l- During 1999-2001, the rate of OC employment growth continued at a strong level (+2.97%/yr.) and 
mortgage rates declined (7.35% to 7.26%), resulting in a strong rate of price appreciation (10.79%). 
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Housing Price Appreciation: 2002-2004: Financial Factors 

During 2002-2004 the primary factors underlying housing 
factors, such as historically low fixed rates as well as 
employment growth, which has been minimal. 

price appreciation have been financial 
adjustable rate mortgages, rather than 

'l- For 2002, OC's employment declined (-0.71%) yet price apprec1alion accelerated (+13.1%), 
primarily as a result of lower levels of mortgage rates ( 6.95% to 6.54% ), reflecting a disequilibrium 
between weak employment growth and very strong price appreciation. 

'l- For 2003, OC's employment growth was moderate(+ 1.80%) yet price appreciation continued to be 
strong (+ 13.8%), primarily as a result of dramatically lower levels of mortgage rates (6.54% in 
2002 to 5.83% in 2003), reflecting a continuation of the disequilibrium between weak employment 
growth and very strong price appreciation. 

'l- For 2004, OC's employment was somewhat though not significantly stronger (+2.17%) yet price 
appreciation continued to be even stronger (+24.5%), despite fixed rate mortgages rising slightly 
(5.83% in 2003 to 5.89% in 2004); the continued price appreciation can be explained by households 
shifting from fixed rate to variable rate mortgages. 

~ 
< • ;, 
~~ 
o~ 
"" ~" -~ ~~ 
gi ~ 
" z 

5 

35% 

30% 

25% 

20% 

15% 

10% 

5% 

0% 

-5% 

ORANGE COUNTY 
EMPLOYMENT, HOUSING PRICES AND MORTGAGE RATES 
HOUSING PRICE CHANGES DRIVEN BY MORTGAGE RA TES 

6.54% ... 
5.83% 5.89% 

... ... 
./~% 

~-

13.8% 

u.,,o 

1.80% 2.17% 

I I I 

-0.71% 

2002 2003 2004 

I 

EmpiceEconomic 

c::::::J Employment Changes A Mortgage Rates =+= Housing Price Changes 

The recent increase in housing prices, some 51 % during 2002-2004, were not supported by employment 
growth and higher household incomes but instead by lower mortgage rates, adjustable mortgages and 
creative financing. 

Therefore, a comparison of the prior and the recent economic conditions reveal that the strong rates of 
price appreciation that occurred during 2002 through 2004 are a result of primarily financial market 
conditions, declining fixed mortgage rates, the recent shift to variable rate mortgages and easier 
qualifying terms, rather than the fundamental economic factor, employment growth. 
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Financial Factors and Housing Price Appreciation: 2002-2004 

The housing price appreciation during 2002-2004 has been driven primarily by financial factors: first, 
fixed mortgage rates declined to historic lows, then a shift to adjustable rate mortgages, and, most 
recently, the use of"creative" mortgage structures; accordingly, these are now discussed. 

Y During 2002 to 2nd_2003, fixed-rate mortgage loans declined from 6.54% in 2002 to an historic low 
of 5.51 % in 2nd_2003. Given the same monthly mortgage payment, the decline in the mortgage rates 
would support a housing price increase of some 14%. 

Y Starting in 3'd-2003, fixed rate mortgage rose significantly from 5.51 % in 2nd_2003 to 6.03% in 3'd_ 
2003, and have remained above their historic lows, with the most recent being some 5.95% for the 
41h-2004. However, since the Federal Reserve Board continued to maintain a low discount rate, 1 
year adjustable rate mortgages, based upon short-term yields, remained at low levels. This created a 
significant differential between the 30 year fixed rate of 6.03% versus the 1 year adjustable variable 
rate of 3.74%. in the 3'd-2003. Consequently, homebuyers shifted from fixed to variable types of 
loans. Given the same monthly mortgage payment, a shift to the variable rate (full amortized) would 
support a housing price increase of some 17%. 

Y Starting in June 2004, the Federal Reserve Board began to increase the discount rate from 1.0% to 
2.25% in December 2004, thereby resulting in the rate on 1 year adjustable mortgages from 3.53% in 
the 1 s1-2004 to 4.08% in the 41h-2004. In response to the increase in adjustable rate mortgages, the 
next step for home buyers was to shift from adjustable loans being amortized (payment of principal 
and interest) to various types of creative financial structures, such as interest only loans. Given the 
same monthly mortgage payment, a shift to the variable rate (interest-rate only - no amortization) 
would support a housing price increase of some 21 %. 

Y With regards to the more aggressive use of adjustable rate loans and creative loan structures, some 
headlines for recent articles are as follows: 

3/2004 OC Business Journal" Homebuilders Loans Get Riskier as Housing Prices Soar" 
Lennar, Centex and Standard Pacific - Own Lending Companies 

10/2004 LA Times: "Record Number of New Home Loans are ARMs 79%" 

12/2004 LA Times" Lenders Get Creative Again" "Lenders Try To Keep The Party Going" 

Therefore, housing price appreciation since early 2002 has been driven by households taking advantage 
of historic low fixed rates, then a shift to adjustable rate mortgages, and finally, the use of creative 
financing structures. Specifically, for the same monthly mortgage payment, the use of lower mortgage 
rates have enabled households to bolster prices by some 50% since early 2002. 

For additional information on the role of the financial factor underlying price appreciation during 2002-
2004 for Southern California and Orange County, please refer to the following graphs 

Empire Economics 21 Release Date: June 21, 2005 



Potential Impact of"Other" Non-Financial Factors on Recent Price Appreciation 

The above analysis has demonstrated that the primary factors underlying the strong rates of housing 
price appreciation during 2002-2004 have been historically low level of mortgage rates along with 
homes buyers utilizing variable rate mortgages. Specifically, this is reflected by the various SC counties 
having similar rates of price appreciation during 2002-2004, a very narrow range of some 51-56%, 
despite significant differences in their geographic location, employment growth and housing supply; 
accordingly these are now discussed. 

Y The nominal prices of homes various significantly among the SC counties, from a low of $306,177 
for Riverside-San Bernardino counties to a high of $633,343 for Orange County. 

Y The geographic locations vary substantially, from the coastal areas of Orange, San Diego and 
Ventura counties to the Inland Valley and Desert areas of Riverside, San Bernardino and Los Angles 
counties (most of the development in LA county is inland rather than coastal). 

Y The rates of employment growth have also varied substantially during 2002-2004, from a low of 
-0.67% per year for Los Angeles County to a high of 3.74% per year for Riverside-San Bernardino 
counties. 

Y The sectors underlying employment growth also vary substantially, among the counties: For Orange 
County, financial services, construction and education/health while for other counties professional 
services, government and retail trade. 

Y The supply of new housing has also exhibited a wide variation during 2002-2004 as compared to 
1999-2001, from declines of -26% in Ventura County and -14% in Orange County to increases of 
80% in Riverside-San Bernardino counties. 

Therefore, these financial factors have been so strong that they have effectively overshadowed the 
traditional factors such as geographical locations, employment growth and its composition and housing 
supply. 

COMPARATIVE ANALYSIS OF FACTORS UNDERLYING HOUSING PRICE APPRECIATION 
SOUTHERN CALIFORNIA COUNTIES: 2002 - 2004 

Los San Riverside 
Specific Factors Orange Angeles Diego San Bernardino 

Price Appreciation· Similar Among all of the SC Counties 
Price Appreciation: 2002-2004 51.3% 51.8% 53.2% 55.9% 

(Price Index - Repeat Sales) 

other Factors Vary Significantly Among the SC Counties 

Housing Prices · December 2004 $633,343 $459,662 $573,077 $306, 177 

Geographic Location · Development Coastal Inland/Desert Coastal Inland 

Employment Growth 2002-2004 -Annually 1.09% -0.67% 1.09% 3.74% 

Strongest Employment Sectors 
Financial Services Yes Yes Yes Yes 
Construction Yes Yes Yes 
Education/Health Yes Yes 
Professional Services Yes 
Government Yes 
Retail Trade Yes 

Residential Permits - Change -14.3% 35.3% 5.1% 80.2% 
( Change 2002-2004 vs. 1999-2001) 
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Conclusions on Housing Prices 

The above analysis reveals that the recent rates of housing price appreciation will need to come to 
terms with the weak underlying fundamental factor, low levels of employment growth. There are two 
primary scenarios for the resolution of the current employment/price appreciation disequilibrium, and 
each of these, in turn depends upon the extent to which there is a re-emergence of the fundamental 
factors, the economic recovery along with its employment growth. 

Scenario A: Smooth Transition 
This scenario is characterized by the Southern California and Orange County economies entering their 
recovery phases during the foreseeable future, thereby generating employment growth and providing 
"fundamental" support for the housing market. Under this scenario, such employment growth would 
provide support for the recent rates of housing appreciation, and allow the market to return to an 
equilibrium, even if mortgage rates rise moderately. 

Scenario B: Abrupt Transition 
This scenario is characterized by the Southern California and Orange County economies experiencing 
only minimal amounts of employment growth during the foreseeable future, and so the recovery phase 
would be delayed. Consequently, there would not be sufficient employment growth to provide the 
"fundamental" support for the housing market. Under this scenario, without substantial employment 
growth, the rate of housing appreciation could stabilize, and there may even be a potential for actual 
declines in housing prices, if mortgage rates should rise substantially. 

The most probable scenario for Orange County is for the rate of housing price apprecialion to 
moderate during 2005, as compared to the relatively strong rates that were experienced during 2001-
2004, based upon a consideration of the following factors: 

Factors which will tend to bolster price appreciation are as follows: 

Y Economic recovery, with stronger rates of employment growth. 

Y Severely limited supply, due to planning/environmental approvals required to bring new projects to 
the marketplace. 

Y Willingness of households to utilize variable rate and interest-rate only loans. 

Factors that may tend to mitigate price appreciation are as follows: 

Y The strong rates of price appreciation in recent years and record levels of prices have caused 
housing affordability to be relatively low. 

Y Upward pressure on mortgage rates as the economy recovers. 

Y Upward pressure as a result of the large federal budget deficits. 

Y Risk of short-term variable rate loan rates rising as the economy recovers. 

Therefore, based upon a consideration of the factors discussed above, the rate of housing price 
appreciation for Orange County during 2005 is expected to moderate. 
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COMPETITIVE MARKET ANALYSIS OF THE PROJECTS IN THE 
CFD NO. 2004-1 COMPETITIVE HOUSING MARKET AREA 

The purpose of this section is to provide an overview of the currently active Planned 
Communities/Projects and other projects with for-sale housing in the CFD No. 2004-1 Competitive 
Housing Market Area, and then to compare these with the characteristics of the forthcoming projects in 
CFD No. 2004-1 (Central Park). 

The CFD No. 2004-1 Competitive Housing Market Area currently has several active projects with for
sale housing: The projects that offer townhomes/condominiums are Watermarke (1 project), Quail Hill 
(1), Northwood (1), Woodbury (3) and a Stand-Alone (1). While the projects that offer hi-rise tower 
products are the Park Place Towers and the Plaza Irvine; the approximate locations of these projects 
are shown on the following exhibit. 

CFD N0.2004-1 HOUSING MARKET AREA: COMPARABLE PROJECTS 
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These projects, including CFD No. 2004-1, have a total of 17 active/forthcoming projects with 2,987 
housing units of which 321 have had their escrows closed and so they are considered to be occupied; 
the distribution of these projects among the various projects are as follows: 

Y Central Park Townhomes/Condominium Projects: 7 forthcoming projects with 998 units. 

Y Comparable Townhomes/Condominium Projects: 7 active projects with 1,315 units of which 
321 are occupied. 

Y Central Park Hi-Rise Tower: 1 forthcoming project with 240 units. 

Y Comparable Hi-Rise Tower: 2 active projects with 434 units of which none are occupied. 
(Note: Almost all of these are reserved with escrow closings expected in December 2005.) 

CFO N0.2004-1 COMPETITIVE HOUSING MARKET AREA: 
CHARACTERISTICS OF ACTIVE PROJECTS 

DEVELOPMENT STATUS 
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The prices of homes in these projects, based upon the currently active as well as the forthcoming 
projects, are some $649,782 as a whole; however, there is a substantial amount of variation among 
them. The prices, on the average, are as follows: For the townhome/condominiums projects, Central 
Park: $641,679 and the Comparable Projects: $577,656. While for the Hi-Rise Tower projects, Central 
Park: $657,678, Park Place Towers: $778,024, and the Plaza Irvine: $1,075,248. 
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The living area of homes in these projects, based upon their currently active/forthcoming projects, are 
some 1,575 sq.ft., as a whole; however, there is also a substantial amount of variation among them as 
well. The square footages of living area for these projects are as follows: For the 
townhome/condominiums projects, Central Park: 1,571 sq.ft. and the Comparable Projects: 1,566 sq.ft. 
While for the Hi-Rise Tower projects, Central Park: 1,483 sq.ft., Park Place Towers: 1,493 sq.ft., and 
The Plaza Irvine: 1,841 sq.ft. 

CFO NO. 2004-1 COMPETITIVE HOUSING MARKET AREA 
HOUSING PRICES AND LIVING AREAS 
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To compare the prices of the homes in these projects, their value ratios are utilized, the price per sq. ft. 
of living area, since this effectively makes adjustments for differences in their sizes of living areas. 
Accordingly, the value ratios for all of the projects amount to $408 per sq. ft. of living area and their 
Special Taxes/Assessments amounts to some $2,632/yr. (0.48% as a ratio to the housing prices); 
accordingly, the value ratios and Special Tax/ Assessment characteristics for each of the projects are as 
follows: 

Y Central Park Townhomes/Condos have a value ratio of $403 and their Special Taxes amount 
to $3,337/yr. (0.52%). 

Y Comparable Townhomes/Condos have a value ratio of $373, somewhat lower, and their 
Special Taxes amount to $2,599/yr. (0.57%). 

Y Central Park Hi-Rise Towers have a value ratio of $433 and their Special Taxes amount to 
$3,192/yr. (0.50%). 

Y Park Place Towers and The Plaza Irvine have value ratios of $511 and $560, but they do not 
have any Special Taxes. 
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CFD NO. 2004-1 COMPETITIVE HOUSING MARKET AREA 
VALUE RATIOS AND SPECIAL TAXES 
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The 9 active projects have an estimated sales rate of some 804 homes per year, for an average of some 
89 units per project per year; the distribution of these sales among the various PC is as follows: 

'l- Comparable Townhomes/Condos: 7 projects with expected sales of 592 homes annually, for an 
average of 85 per project 

'l- Comparable Hi-Rise Towers - Park Place has projects with total sales of 109 homes annually; 
the sales by the three product types is as follows: standard condominiums: 100 per year, 
signature condos: 7 per year, and penthouse condos: 2 per yeaL The Plaza Irvine has projects 
with total sales of 103 homes annually; the sales by the three product types is as follows: 
standard condominiums: 65 per year, signature condos: 30 per year, and penthouse condos: 8 
per yeaL 
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For additional information on the currently active projects m the CFD No, 2004-1 Competitive 
Housing Market Area, please refer to the following table, 
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CHARACTERISTICS OF THE *COMPARABLE* ACTIVE PROJECTS IN THE COMPETITIVE HOUSING MARKET AREA BY GEOGRAPHICAL LOCATIONS 
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OVERVIEW OF HI-RISE TOWER DEVELOPMENT 
IN THE VICINITY OF CFD NO. 2004-1 (CENTRAL PARK) 

The purpose of this section is to provide an overview of the currently active as well as the forthcoming 
hi-rise tower projects in the vicinity of CFD No. 2004-1, Central Park; accordingly, these are now 
discussed. 

Y Marquee Park Place by Bosa Development currently has two hi-rise towers under construction 
with 232 condos as well as the development potential for another four towers with an estimated 
566 additional condos. With regards to the first two towers, the condos are priced from 
$630,000 to $1,620,000 for some 1,274 to 2,063 sq.ft. of living area. The construction of the 
first two towers is expected to be completed 41h-2005, and so occupancies will commence at 
that time. 

Y The Plaza Irvine by Opus West currently has two hi-rise towers under construction with 202 
condos as well as the development potential for another tower with an estimated 101 additional 
condos. With regards to the first two towers, the condos are expected to be priced from 
$590,000 to $3,500,000 for some 1,175 to 4,290 sq.ft. of living area. The construction of the 
first tower is expected to be completed December 2006 and the second tower July 2007, and so 
occupancies will commence at that time. 

Y CFD No. 2004-1, Central Park, by Lennar Communities has two hi-rise towers with 240 
condos; these have not yet commenced construction. The condos are expected to be priced 
from $411,000 to $1,569,000 for some 900 to 2,600 sq.ft. ofliving area 

Therefore, the currently active/forthcoming hi-rise tower projects have a development potential for 
some 1,341 condominiums. With regards to the various projects commencing occupancies, the two 
currently active projects, Marquee Park Place and The Plaza Irvine anticipate move-in commencing 
around 41h-2005 and 41h-2006, respectively. 

For additional information on these hi-rise tower projects, please refer to the following exhibit. 
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LOCATIONS OF HI-RISE TOWER PROJECTS 
(Locations are Approximations Only) 
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BREADTH OF THE MARKET DEMAND FOR 
HI-RISE TOWER DEVELOPMENTS 

As discussed above, the currently active/forthcoming hi-rise tower projects in the vicinity of CFD No. 
2004-1, including Central Park, have a development potential for some 1,341 condominiums. Since 
there are only four hi-rise towers under development, it is worthwhile to discuss the potential breadth 
of the marketplace for hi-rise tower projects. 

Based upon market surveys for hi-rise tower developments in Orange and San Diego counties, Empire 
selected the San Diego Urban Core, since it has established a market for hi-rise towers; accordingly, 
the characteristics of these projects are as follows: 

Y The market survey area, consisting of downtown San Diego as well as nearby La Jolla and 
Coronado, currently has some 17 hi-rise tower projects and, additionally, there are also another 
8 forthcoming hi-rise tower projects. 

Y With respect to the market-entry of the currently active projects, they started during 1985 to 
1992, slowed during the economic recession, and then re-emerged on a significant basis in 
2003 and 2004, with some 2,011 units. The future projects are expected to enter the 
marketplace during late 2004 to late 2007 with another 2,482 units. 

Y With regards to the number of stories, the currently active projects have some 11 to 41 stories, 
with the average being 22 stories, while the forthcoming projects have some 10 to 43 stories, 
with the average being somewhat higher, some 30 stories. 

Y The currently active projects have an estimated 3,515 units, some 207 per project on the 
average, while the forthcoming projects have a total of 2,482 units, some 310 per project on the 
average. 

Y The prices for the unit in the currently active projects has a range of $587,000 (the average 
low) to $2,100,000 (the average high), for some 1,143 sq.ft. (average low) to 3,652 sq.ft. 
(average high) ofliving area. 

Y Finally, it is worthwhile to note that the majority of these projects are located in downtown San 
Diego, and as such they feature views of the City as well as the Bay. 

Therefore, the San Diego Urban Core has experienced a strong demand for hi-rise towers, especially 
during the past two years, and there are also a substantial number of new hi-rise towers that are 
expected to enter during the next several years. Although this reveals that there is a substantial amount 
of breadth or depth to the market for hi-rise towers in the San Diego Urban Core, its applicability to 
CFD No. 2004-1 Central Park needs to be tempered somewhat since Central Park does not offer 
comparable City/Bay views. 
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ECONOMIC FEASIBILITY OF 
HI-RISE TOWER DEVELOPMENTS 

Empire Economics' Market Absorption Study for the forthcoming residential products in CFD No. 
2004-1 is based upon the prices set-forth by Lennar Communities, and Empire assumes that at these 
prices Lennar can cover all of the related costs of production. The construction of the hi-rise towers 
differs from the other residential products in that the hi-rise towers, due to the number of their stories, 
utilizes a significant amount of steel. Accordingly, it is worthwhile to discuss the recent trends in the 
price of steel, since this may impact the economic feasibility of constructing the hi-rise tower units at 
the currently designated prices. 

By way of background, the United States (US) steel industry employs some 189,000 workers, some 
5% of the total amount of employment in the manufacturing sectors, and these workers, due to 
unionization, are paid some 55% more than the average manufacturing wage. The US steel industry is 
one of the largest producer of steel in the world, some 110 million tons of steel annually, about 12% of 
the world's production. The US steel industry has faced increased competition from foreign producers, 
due to the tariffs on imports that provided protection to US producers being eliminated in December 
2003. 

To gauge the recent trends for the price of steel, Empire compiled information on the prices for Hot 
Rolled Coil and also Cold Rolled Coil by US steel producers. During January 2003 to September 2003, 
the price of remained stable, at some $372 to $373. However, starting in November 2003 and 
continuing through February 2005, the price of steel rose significantly, to some $687, a increase of 
some 85%. Specifically, this can be attributed to a stronger level of global demand, in general, in 
conjunction with the rising costs of producing steel, as a result of both higher prices for raw materials 
and also energy costs. 

RECENT TRENDS IN UNITED STATES STEEL PRICES 
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Therefore, the economic feasibility of constructing/marketing the hi-rise towers at the prices currently 
set-forth by Lennar should be carefully evaluated prior to the sale of the CFD Bonds, considering the 
recent significant increase in the price for steel. 
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ESTIMATED ABSORPTION SCHEDULES FOR THE 
PRODUCTS/PROJECTS IN CFD NO. 2004-1 (CENTRAL PARK) 

The purpose of this section is to estimate the absorption schedules for the forthcoming residential 
products/projects in CFD No. 2004-1; accordingly, this is based upon a consideration of the following: 

First, the potential demand schedules for the residential products/projects for CFD No. 2004-1 were 
derived, based upon a consideration of the following: 

Y The growth prospects for the Southern California Market Region, m general, and Orange 
County, in particular. 

Y How much of this growth the CFD No. 2004-1 Market Area 1s expected to capture, m 
particular. 

Y The proportion of the Market Area demand that is expected to be captured by the projects in 
CFD No. 2004-1, based upon an evaluation of their competitiveness in the marketplace. 

Thus, the result of this analysis is the POTENTIAL demand for the residential products/projects in 
CFD No. 2004-1. 

Next, the ability of the residential products/projects in CFD No. 2004-1 to respond to this demand is 
estimated. Accordingly, the infrastructure development schedule for the residential products/projects 
was obtained from Lennar Comm uni ties. Specifically, this represents, from a time perspective, when 
the products will have the infrastructure in place that is required to support their development. So, the 
result of this analysis is the INFRASTRUCTURE DEVELOPMENT of the properties in CFD No. 
2004-1, and this reflects their ability to respond to the demand in the marketplace. 

Then, based upon a consideration of the POTENTIAL demand and the INFRASTRUCTURE 
DEVELOPMENT, the absorption rate for the residential products/projects in the various market 
segments are calculated, from the year in which the products/projects are expected to enter the 
marketplace, and continuing thereafter on an annualized basis, until all of the units/lots are 
occupied/utilized. 

The application of this algorithm results in the absorption schedules for the products/projects in CFD 
No. 2004-1 (Central Park); absorption represents the structure being constructed as well as being 
occupied by a homeowner. 
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Accordingly, the estimated absorption schedules for the 1,238 homes in CFD No. 2004-1 are as 
follows: 

Y Lofts: There are expected to be 107 Loft units (8.6% of the units) which are 1-2 stories that 
have base prices of $395,000 to $515,000 for some 1,050 to 1,500 sq.ft. of living area, for a 
value ratio (price/living area) of $357, on the average. Based upon an expected market-entry of 
the 1st-quarter of 2008, the estimated absorption schedule amounts to 60 homes per year during 
2008 and the remaining 47 homes in 2009. 

Y Lofts/Flats: There are expected to be 342 Loft/Flat units (27.6% of the units) which are 1-2 
stories that have base prices of $290,000 to $410,000 for some 700 to 1,150 sq.ft. of living 
area, for a value ratio (price/living area) of $378, on the average. Based upon an expected 
market-entry of the 1st-quarter of 2008, the estimated absorption schedule amounts to 100 
homes per year during 2008 to 2010, and the remaining 42 homes in 2011. 

Y Brownstone Townhomes: There are expected to be 163 Brownstone Townhome units (13.2%) 
which are 3 stories that have base prices of $483,000 to $608,000 for some 1,175 to 1,625 sq.ft. 
of living area, for a value ratio of $391, on the average. Based upon an expected market-entry 
of the 1st-quarter of 2007, the estimated absorption schedule amounts to 60 homes in 2007, 
another 60 homes in 2008, and the remaining 43 homes in 2009. 

Y Brownstone Villas: There are expected to be 127 Brownstone Villa units (10.3%) which are 3 
stories that have base prices of $586,000 to $708,000 for some 1,425 to 1,875 sq.ft. of living 
area, for a value ratio of $393, on the average. Based upon an expected market-entry of the 1st_ 
quarter of 2007, the estimated absorption schedule amounts to 50 homes per year during 2007, 
another 50 homes in 2008, and then the remaining 27 homes in 2009. 

Y Luxury Flats A: There are expected to be 78 Luxury Flat A units (6.3%) which are 1 story 
each (the building is multi-story) that have base prices of$800,000 to $935,000 for some 1,750 
to 2,200 sq.ft. of living area, for a value ratio of $439, on the average. Based upon an expected 
market-entry of the 1st-quarter of 2008, the estimated absorption schedule amounts to 35 homes 
during 2008, another 35 homes in 2009, and the remaining 8 homes in 2010. 

Y Luxury Flats B: There are expected to be 81 Luxury Flat B units (6.5%) which are 1 story 
each (the building is multi-story) that have base prices of$650,000 to $785,000 for some 1,400 
to 1,850 sq.ft. of living area, for a value ratio of $442, on the average. Based upon an expected 
market-entry of the 1st-quarter of 2008, the estimated absorption schedule amounts to 40 homes 
per year in 2008 and then the remaining 41 homes in 2009. 

Y Luxury Townhomes: There are expected to be 100 Luxury Townhome units (8.1 %) which are 
2-3 stories that have base prices of $817,000 to $997,000 for some 1,850 to 2,450 sq.ft. of 
living area, for a value ratio of $422, on the average. Based upon an expected market-entry of 
the 1st-quarter of 2007, the estimated absorption schedule amounts to 30 homes per year during 
2007 to 2009, and then the remaining 10 homes in 2010. 
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'l- Hi-Rise Tower: There are expected to be 221 Hi-Rise Tower units (17.9%) which are 1 story 
each (the two buildings are multi-story, up to 15 stories) that have base prices of $411,000 to 
$739,000 for some 900 to 1,900 sq.ft. of living area, for a value ratio of $417, on the average. 
Based upon an expected market-entry of the 1st-quarter of 2008, the estimated absorption 
schedule amounts to 100 homes in 2008, 100 homes 2009, and then the remaining 21 homes in 
2010. 

'l- Hi-Rise Tower Penthouses: There are expected to be 19 Hi-Rise Tower Penthouse units 
(1.5%) which are 1 story each (located at the top of the multi-story buildings, up to 15 stories) 
that have base prices of $1,465,000 to $1,569,000 for some 2,300 to 2,600 sq.ft. of living area, 
for a value ratio of $619, on the average. Based upon an expected market-entry of the 1st_ 
quarter of 2008, the estimated absorption schedule amounts to 8 homes in 2008, 8 homes in 
2009, and the remaining 3 homes in 2010. 

So, the 1,238 attached homes in CFD No. 2004-1 are expected to be absorbed during the early 2007 to 
mid-2011 time period at a rate of some 431-483 homes per year when most of the projects are on the 
marketplace. The absorption rate starts at 140 homes in 2007 as the projects enter the marketplace, 
increases further to 483 homes in 2008 when all of the projects are on the marketplace, remains at a 
strong level of 431 homes in 2009, and then declines thereafter as the projects are closed-out to 142 
homes in 2010, and the remaining 42 homes in 2011. 

Closing Comments 

The estimated absorption schedule for the forthcoming residential 
products/projects in the CFD No. 2004-1 is subject to change due to 
potential shifts in economic/real estate market conditions and/or the 
development strategy by Lennar Communities, the property 
owner/developer. 

Furthermore, special consideration should be given to the hi-rise tower 
products, in particular, due to concerns about the potential depth of this 
market segment in the Santa Ana Unified School District as well as recent 
increases in the costs of steel which could impact their economic 
feasibility; the hi-rise tower units represent 19.4% of all the residential 
units in CFD No. 2004-1. 

For additional information on the estimated absorption schedules for the residential products in CFD 
No. 2004-1 (Central Park), please refer to the following table and graph. 
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Product Types »> Lofts Lofts/Flats 

Units/Acre 68 78 

Development Status 
Total 107 342 

Escrows Closed 0 0 
Forthcoming· 107 342 

Share- Forthcoming 8.6% 27.6% 

Prices - Estimated 

Plan# 1 $395,000 $290,000 

Plan# 2 $435,000 $330,000 

Plan# 3 $475,000 $370,000 

Plan# 4 $515,000 $410,000 

Plan# 5 

Averages $455,000 $350,000 

Living Area - Estimated 

Plan# 1 1,050 700 

Plan #2 1,200 850 

Plan# 3 1,350 1,000 

Plan #4 1,500 1,150 

Plan# 5 

Averages 1,275 925 

Value Ratio $357 $378 

Commence Closings> 1st-2008 1st-2008 

2005 0 0 

2006 0 0 

2007 0 0 

2008 60 100 

2009 47 100 

2010 0 100 

2011 0 42 

Totals 107 342 

Empire Economics 

ESTIMATED RESIDENTIAL ABSORPTION SCHEDULES 
SANTA ANA UNIFIED SCHOOL DISTRICT CFD NO. 2004-1 

(CENTRAL PARK - LENNAR COMMUNITIES) 

June 21, 2005 ; Subject to Revision 

Brownstone Brownstone Luxury Luxury Luxury 

Townhomes Villas Flats A Flats B Townhomes 

32 31 50 60 21 

163 127 78 81 100 
0 0 0 0 0 

163 127 78 81 100 
13.2% 10.3% 6.3% 6.5% 8.1% 

$483,000 $586,000 $800,000 $650,000 $817,000 

$527,000 $628,000 $845,000 $695,000 $877,000 

$569,000 $670,000 $890,000 $740,000 $937,000 

$608,000 $708,000 $935,000 $785,000 $997,000 

$546,750 $648,000 $867,500 $717,500 $907,000 

1,175 1,425 1,750 1,400 1,850 

1,325 1,575 1,900 1,550 2,050 

1,475 1,725 2,050 1,700 2,250 

1,625 1,875 2,200 1,850 2,450 

1,400 1,650 1,975 1,625 2,150 

$391 $393 $439 '442 '422 

1st-2007 1st-2007 1st-2008 1st-2008 1st-2007 

0 0 0 0 0 

0 0 0 0 0 

60 50 0 0 30 

60 50 35 40 30 

43 27 35 41 30 

0 0 8 0 10 

0 0 0 0 0 

163 127 78 81 100 

37 

Hi-Rise Tower Hi-Rise Tower Totals - Residential 

Condominiums Penthouses Annually Cumulative 

150 

221 19 1,238 100.0% 
0 0 0 0.0% 

221 19 1,238 100.0% 
17.9% 1.5% 100.0% 

$411,000 $1,465,000 

$507,000 $1,569,000 

$593,000 

$669,000 

$739,000 

$583,800 $1,517,000 $576,839 

900 2,300 

1,150 2,600 

1,400 

1,650 

1,900 

1,400 2,450 1,411 

$417 $619 $409 

1st-2008 1st-2008 

0 0 0 0 

0 0 0 0 

0 0 140 140 

100 8 483 623 

100 8 431 1,054 

21 3 142 1,196 

0 0 42 1,238 

221 19 1,238 
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ASSUMPTIONS AND LIMITING CONDITIONS 

The Market Absorption Study for CFD No. 2004-1 is based upon vanous 
assumptions and limiting conditions; accordingly, these are as follows: 

Title to Property 
Property Boundaries 

Accuracy of Information from Others 
Date of Study 

Hidden or Unapparent Conditions 
Opinions of a Legal/Specialized Nature 

Right of Publication of Report 
Soil and Geological Studies 

Earthquakes and Seismic Hazards 
Testimony or Court Attendance 

Maps and Exhibits 
Environmental and Other Regulations 

Required Permits and Other Governmental Authority 
Liability of Market Analyst 

Presence and Impact of Hazardous Material 
Structural Deficiencies of Improvements 

Presence of Asbestos 
Acreage of Property 

Designated Economic Scenario 
Provision of the Infrastructure; Role of Coordinator 

Developer/Builders Responsiveness to Market Conditions 
Financial Strength of the Project Developer/Builder 

Market Absorption Study Timeliness of Results 

For additional information on the various assumptions and limiting conditions, please 
refer to the comprehensive Market Absorption Study. 
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APPENDIXE 

SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE 

The following is a summary of certain definitions and provisions of the Bond Indenture which are not 
described elsewhere in the Official Statement. This Summary does not purport to be comprehensive and 
reference should be made to the Bond Indenture for a full and complete statement of its provisions. 

DEFINITIONS 

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

"Administrative Expenses" means the administrative costs with respect to the calculation and 
collection of the Special Taxes, or costs otherwise incurred by the School District staff on behalf of the District 
in order to carry out the purposes of the District as set forth in the Resolution of Formation or the Rate and 
Method of Apportiomnent and the fees and expenses of the Fiscal Agent. 

"Administrative Expenses Cap" means $40,000 per Bond Year, increased on July 1 of each year, 
commencing July 1, 2006, by two percent (2%) of the amount in effect for the prior Fiscal Year, provided that 
the District may, in its sole discretion, fund additional Administrative Expenses, without limitation, from any 
funds available to the District in each Bond Year after payment of, or reservation of funds for, principal and 
interest due on the Bonds in such Bond Year. 

"Annual Debt Service" means the principal amount of any Outstanding Bonds payable in a Bond Year 
either at maturity or pursuant to a Sinking Fund Payment and any interest payable on any Outstanding Bonds 
in such Bond Year, if the Bonds are retired as scheduled. 

"Authorized Investments" means any of the following investments, if and to the extent the same are at 
the time legal for investment of the District's funds (the Fiscal Agent is entitled to rely upon investment 
direction from the District as a certification such investment is an Authorized Investment): 

(a) Federal Securities; 

(b) Bonds, debentures, notes or other evidence of indebtedness issued or guaranteed by 
any of the following federal agencies and provided such obligations are backed by the full faith and credit of 
the United States of America (stripped securities are only permitted if they have been stripped by the agency 
itself): 

US. Export-Import Bank - Direct obligations or fully guaranteed certificates of 
beneficial ownership; 

Farmers Home Administration - Certificates of beneficial ownership; 

General Service Administration - Participation Certificates; 

Govermnent National Mortgage Association (GNMA or "Ginnie Mae") GNMA -
guaranteed mortgage-backed bonds, GNMA - guaranteed pass-through obligations; 

US. Maritime Administration - Guaranteed Title XI financing; 
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US. Department of Housing and Urban Development (HUD), Project Notes, Local 
Authority Bonds, New Communities Debentures - US. government guaranteed debentures, US. Public 
Housing Notes and Bonds - US. government guaranteed public housing notes and bonds; 

Federal Housing Administration Debentures; 

(c) Senior debt obligations rated "AAA" by Standard & Poor's Ratings Group 
(Standard & Poor's) and "Aaa" by Moody's Investors Service, Inc. (Moody's) issued by the Federal National 
Mortgage Association or the Federal Home Loan Mortgage Corporation; 

(d) Money market funds registered under the Federal Investment Company Act of 1940, 
whose shares are registered under the Federal Securities Act of 1933 and having a rating by Standard & Poor's 
of AAAm-G or better including without limitation those of the Fiscal Agent and its affiliates; 

(e) Certificates of deposit secured at all times by collateral described in (a) and (b) 
above. Such certificates must be issued by commercial banks, savings and loan associations or mutual savings 
banks. The collateral must be held by a third party or the Fiscal Agent and the Fiscal Agent on behalf of the 
Bond Owners must have a perfected first security interest in the collateral; 

(f) Certificates of deposit, savings accounts, deposit accounts or money market deposits 
which are fully insured by FDIC including without limitation those of the Fiscal Agent and its affiliates; 

(g) US. dollar denominated deposit accounts, federal funds and banker's acceptances 
with domestic commercial banks including without limitation the Fiscal Agent and its affiliates which have a 
rating on their short term certificates of deposit on the date of purchase of "A-1+" by Standard& Poor's and 
"P-1" by Moody's and maturing no more than 360 days after the date of purchase (i.e., ratings on holding 
companies are not considered as the rating of the bank); 

(h) Commercial Paper rated, at the time of purchase, "Prime-I" by Moody's and "A-1" 
or better by Standard & Poor' s; 

(i) Repurchase agreements with financial institutions insured by the FDIC; or any 
broker-dealer with "retail customers" which falls under the jurisdiction of the Securities Investors Protection 
Corporation (SIPC); or a bank or other financial institution rated in the top two rating categories by two or 
more Rating Agencies; provided that: (a) the over-collateralization is at one hundred two percent (102%), 
computed weekly, consisting of such securities as described in the definition of "Authorized Investments" 
items (a) through (c); (b) a third party custodian, the Fiscal Agent or the Federal Reserve Bank shall have 
possession of such obligations; (c) the Fiscal Agent shall have perfected a first priority security interest in such 
obligations; and ( d) failure to maintain the requisite collateral percentage will require the Fiscal Agent to 
liquidate the collateral; 

(j) Any investment agreements (including Guaranteed Investment Contracts and 
Forward Purchase/Delivery Agreements) with a financial institution or insurer (provider) which must meet the 
following criteria: 

1. If the investment agreement is uncollateralized the provider of the 
agreement, at the time of the execution of the agreement, has to have a minimum long term rating of "Aa" by 
Moody's and "AA" by S&P. 

11. If the investment agreement is fully collateralized the provider of the 
agreement, at the time of the execution of the agreement, has to have a minimum long term rating of "A" by 
both Moody's and S&P. Securities which are acceptable for collateralization are defined in subsections A-C of 
the definition of Authorized Investments. 
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111. The investment agreement must be supported by appropriate opinions of 
counsel. 

(k) County or State-administered pooled investment funds in which the District is 
statutorily permitted or required to invest to the extent that any amounts are deposited by the Fiscal Agent into 
such funds and the Fiscal Agent shall have direct access to such fund; 

(1) The local agency investment pool maintained by the Orange Treasurer's Money 
Market Investment Pool to the extent deposits and withdrawals may be made directly by and in the name of the 
Fiscal Agent. 

"Bond Counsel" means an attorney at law or a firm of attorneys selected by the District of nationally 
recognized standing in matters pertaining to the tax-exempt nature of interest on bonds issued by states and 
their political subdivisions duly admitted to the practice of law before the highest court of any state of the 
United States of America or the District of Columbia. 

"Bond Register" means the books which the Fiscal Agent shall keep or cause to be kept on which the 
registration and transfer of the Bonds shall be recorded. 

"Bondowner" or "Owner" means the person or persons in whose name or names any Bond is 
registered. 

"Bonds" means the Community Facilities District No. 2004-1 of the Santa Ana Unified School 
District (Central Park Project) 2005 Special Tax Bonds, issued in the original principal amount of 
$11,785,000. 

"Bond Year" means the twelve (12) month period commencing on September 2 of each year and 
ending on September 1 of the following year, and for the first bond year commencing on the Delivery Date and 
ending on September 1, 2005. 

"Business Day" means a day on which the Fiscal Agent is open for business. 

"Certificate of an Authorized Representative of the District" means a written certificate executed by 
the Superintendent of the School District, the Associate Superintendent, Business Services or his or her written 
designee. 

"Code" means the Internal Revenue Code of 1986, together with any amendments thereto. 

"Continuing Disclosure Agreement of the District" means that certain Continuing Disclosure 
Agreement, dated as of August 1, 2005, by and between the Community Facilities District No.2004-1 of the 
Santa Ana Unified School District (Central Park Project), acting through the Board of Education of the Santa 
Ana Unified School District as the legislative body, and David Taussig & Associates, Inc., as Dissemination 
Agent thereunder. 

"Corporate Trust Office" means the Corporate Trust Office of the Fiscal Agent at 700 South Flower 
St., Suite 500, Los Angeles, CA 90017, provided, however for transfer, registration, exchange, payment and 
surrender of Bonds means care of the Corporate Trust Office of The Bank of New York Trust Company, NA, 
a national banking association in Los Angeles, California or such other office designated by the Fiscal Agent 
from time to time. 

"Costs of Issuance" means the costs and expenses incurred in connection with the formation of the 
District and the issuance and sale of the Bonds, including the acceptance and initial annual fees and expenses 
of the Fiscal Agent, legal fees and expenses, costs of printing the Bonds and the preliminary and final Official 
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Statements, fees of the appraiser and financial consultants and other fees and expenses set forth in a Certificate 
of an Authorized Representative of the District, or his designee. 

"County" means the County of Orange, California. 

"Delivery Date" means the date on which the Bonds were issued and delivered to the Underwriter 

"Depository" means the securities depository acting as Depository under the Bond Indenture. 

"Developed Property" means all Commercial Property and Residential Property, as such terms are 
defined in the Rate and Method of Apportiomnent. 

"Developer" means Lennar KFPLB, LLC, or any successor thereto. 

""Dissemination Agent" means David Taussig & Associates, Inc., and any successor thereto. 

"District" means Community Facilities District No. 2004-1 of the Santa Ana Unified School District 
(Central Park Project) established pursuant to the Act and the Resolution of Formation. 

"Federal Securities" means any of the following: 

(I) Cash (insured at all times by the Federal Deposit Insurance Corporation ("FDIC") or 
otherwise collateralized with obligations described in paragraph (2) below), 

(2) Direct obligations of (including obligations issued or held in book-entry form on the 
books of) the Department of the Treasury of the United States of America, or 

(3) Obligations of any agency, department or instrumentality of the United States of 
America the timely payment of principal of and interest on which are fully guaranteed by the United States of 
America. 

"Fire Facilities" means public capital improvements with a useful life of five years or longer to be 
owned and operated by the Orange County Fire Authority, as provided pursuant to that certain Joint 
Community Facilities Agreement by and between the District, the Orange County Fire Authority and Lennar 
KFPLB, LLC, a Delaware limited liability company, dated as of July I, 2005. 

"Fiscal Agent" means The Bank of New York Trust Company, NA, a national banking association, 
and any successor thereto. 

"Fiscal Year" means the period beginning on July I of each year and ending on the next following 
June 30. 

"Gross Taxes" means the amount of all Special Taxes received by the District from the Treasurer, 
together with the net proceeds collected from the sale of property pursuant to the foreclosure provisions of the 
Bond Indenture, penalties and interest received by the District in connection with the delinquency of such 
Special Taxes and proceeds from any security for payment of Special Taxes taken in lieu of foreclosure after 
payment of administrative costs and attorneys' fees payable from such proceeds to the extent not previously 
paid as an Administrative Expense. 

"Independent Financial Consultant" means a financial consultant or firm of such consultants generally 
recognized to be well qualified in the financial consulting field, appointed and paid by the District, who, or 
each of whom: 
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(a) is in fact independent and not under the domination of the District; 

(b) does not have any substantial interest, direct or indirect, in the District; and 

(c) is not connected with the District as a member, officer or employee of the District, 
but who may be regularly retained to make annual or other reports to the District. 

"Interest Payment Date" means each March I and September I, commencing March I, 2006. 

"Letter of Credit" means any letter of credit delivered to the Fiscal Agent pursuant to the terms of the 
Mitigation Agreement. 

"Letter of Credit Account" means the account by that name established in the Special Tax Fund 
pursuant to the Bond Indenture. 

"Letter of Credit Bank" means, initially Bank of America, N.A, and any financial institution 
providing the Letter of Credit. 

"Maximum Annual Debt Service" means the maximum sum obtained for any Bond Year prior to the 
final maturity on the Bonds by adding the following for each Bond Year: 

(I) the principal amount of all Outstanding Bonds payable in such Bond Year either at maturity 
or pursuant to a Sinking Fund Payment; and 

(2) the interest payable on the aggregate principal amount of the Bonds Outstanding in such Bond 
Year if the Bonds are retired as scheduled. 

"Mitigation Agreement" means that certain Mitigation Agreement entered into by and between the 
School District and Michelson Jamboree LLC, a California limited liability company dated as of October I, 
2004 with respect to the Central Park planned community. 

"Net Taxes" means Gross Taxes minus amounts applied to pay the Administrative Expenses Cap. 

"Nominee" means the nominee of the Depository, which may be the Depository, as determined from 
time to time pursuant to the Bond Indenture. 

"Ordinance" means that certain Ordinance Authorizing the Levy of Special Taxes of the District 
adopted by the legislative body of the District on October 8, 2004, providing for the levying of the Special 
Tax. 

"Outstanding" or "Outstanding Bonds" means all Bonds theretofore issued by the District, except: 

(I) Bonds theretofore cancelled or surrendered for cancellation in accordance with the 
Bond Indenture; 

(2) Bonds for payment or redemption of which monies shall have been theretofore 
deposited in trust (whether upon or prior to the maturity or the redemption date of such Bonds), provided that, 
if such Bonds are to be redeemed prior to the maturity thereof, notice of such redemption shall have been given 
as provided in the Bond Indenture; and 

(3) Bonds which have been surrendered to the Fiscal Agent for transfer or exchange 
pursuant to the Bond Indenture or for which a replacement has been issued pursuant to Bond Indenture. 
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"Parity Bonds" means all bonds, notes or other similar evidences of indebtedness issued after the 
Bonds, payable out of the Gross Taxes and which, as provided in the Bond Indenture or any Supplemental 
Bond Indenture, rank on a parity with the Bonds issued to refund all or a portion of the Bonds. 

"Participants" means those broker-dealers, banks and other financial institutions from time to time for 
which the Depository holds the Bonds as a securities depository. 

"Prepayments" means any prepayments of Special Taxes received by the District or the Fiscal Agent. 

"Project" means those public facilities described in the Resolution of Formation which are to be 
acquired or constructed within and outside of the District, including all engineering, planning and design 
services and other incidental expenses related to such facilities and other facilities, if any, authorized by 
qualified electors within the District from time to time. 

"Project Costs" means the amounts necessary to finance the Project, to create and replenish any 
necessary reserve funds, to pay the initial and annual costs associated with the Bonds, including, but not 
limited to, Fiscal Agent and other fees and expenses relating to the issuance of the Bonds and the formation of 
the District, and to pay any other "incidental expenses" of the District, as such term is defined in the Act. 

"Rate and Method of Apportionment" means that certain Rate and Method of Apportionment of 
Special Tax approved pursuant to Resolution No. 04/05-2580 of the Board of Education of the School District, 
adopted on September 28, 2004, as amended by Resolution No. 04/05-2613 of the Board of Education of the 
District, adopted on June 28, 2005, as it may be amended from time to time in accordance with the Act and the 
Bond Indenture. 

"Rebatable Arbitrage" means the amount ( determinable as of the last day of each fifth Bond Year and 
upon retirement of the Bonds) of arbitrage profits payable to the United States at all times and in the amounts 
specified in Section 148(!) of the Code and any applicable Regulations. 

"Rebate Installment Date" means the last day of the fifth Bond Year and each succeeding fifth Bond 
Year and the date that the last Bond is discharged. 

"Record Date" means the fifteenth day of the month preceding an Interest Payment Date, regardless of 
whether such day is a Business Day. 

"Regulations" means regulations adopted or proposed by the Department of Treasury from time to 
time with respect to obligations issued pursuant to Sections 103 and 141 to 150 of the Code. 

"Representation Letter" means a letter of representations from the District to the Depository. 

"Reserve Credit Facility" means a policy of insurance, a surety bond, a letter of credit or other 
comparable credit facility, or a combination thereof, which, together with money on deposit in the Reserve 
Account, if any, provide an aggregate amount equal to the Reserve Requirement, so long as the provider of 
any such policy of insurance, surety bond, letter of credit or other comparable credit facility is rated in the 
highest rating category by A M. Best & Company, Standard & Poor's Corporation or Moody's Investors 
Service. 

"Reserve Requirement" means, as of any date of calculation, an amount equal to the lowest of (I) ten 
percent (10%) of the original proceeds of the Bonds, or (2) Maximum Annual Debt Service, or (3) one hundred 
twenty-five percent (125%) of the average Annual Debt Service of the Outstanding Bonds. The District may 
at any time elect to maintain the Reserve Requirement in whole or in part by obtaining a Reserve Credit 
Facility. 
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"Resolution of Formation" means, collectively, Resolution Nos. 04/05-2580 and 04/05-2581 adopted 
by the Board of Education of the School District on September 28, 2004 and Resolution No. 04/05-2613, 
adopted by the Board of Education of the School District on June 28, 2005, pursuant to which the School 
District formed, and amended, the District. 

"Resolution of Issuance" means Resolution No. 05/06-2615 duly adopted by the Board of Education 
of the School District, acting in its capacity as the legislative body of the District on July 26, 2005, approving 
the Bond Indenture, and any supplemental bond indenture approved pursuant to the Bond Indenture. 

"School District" means the Santa Ana Unified School District, Santa Ana, California. 

"School Facilities" means those facilities of the Santa Ana Unified School District authorized to be 
funded pursuant to the Resolution of Formation. 

"Sinking Fund Payment" means any annual sinking fund payment to retire any Bonds. 

"Special Taxes" means the taxes authorized to be levied by the District in accordance with the 
Ordinance, the Resolution of Formation, the Act and the Rate and Method of Apportionment. 

"Taxable Property" means the area within the boundaries of the District which is not exempt from 
application of the Special Tax by operation oflaw or the Rate and Method of Apportiomnent. 

"Tax Certificate" means that certain Tax Certificate executed on the delivery date of the Bonds. 

"Treasurer" means the Treasurer-Tax Collector of the County of Orange. 

"Underwriter" means Stone & Youngberg LLC. 

"Undeveloped Property" means all Taxable Property within the District which is not classified as 
Developed Property. 

"Water Facilities" means public capital improvements with a useful life of five years or longer to be 
owned and operated by the Irvine Ranch Water District, as provided pursuant to that certain Joint Community 
Facilities Agreement by and between the District, the Irvine Ranch Water District and Lennar KFPLB, LLC, a 
Delaware limited liability company, dated as of September 1, 2004. 

BOND TERMS 

Type and Nature of Bonds. Neither the faith and credit nor the taxing power of the School District, 
the State of California or any political subdivision thereof other than the District is pledged to the payment of 
the Bonds. Except for the Special Taxes, no other taxes are pledged to the payment of the Bonds. The Bonds 
are not general or special obligations of the School District nor general obligations of the District, but are 
limited obligations of the District payable solely from certain amounts deposited by the District in the Special 
Tax Fund, as more fully described in the Bond Indenture. No Owner of the Bonds will compel the exercise of 
the taxing power by the District ( except as pertains to the Special Taxes) or the School District or the forfeiture 
of any of their property. The principal of and interest on the Bonds and premiums upon the redemption 
thereof, if any, are not a debt of the School District, the State of California or any of its political subdivisions 
within the meaning of any constitutional or statutory limitation or restriction. The Bonds are not a legal or 
equitable pledge, charge, lien, or encumbrance, upon any of the District's property, or upon any of its income, 
receipts, or revenues, except the Net Taxes and other amounts in the Special Tax Fund which are, under the 
terms of the Bond Indenture and the Act, set aside for the payment of the Bonds and interest thereon and 
neither the members of the legislative body of the District or the Board of Education of the School District nor 
any persons executing the Bonds are liable personally on the Bonds by reason of their issuance. 
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Notwithstanding anything to the contrary contained in the Bond Indenture, the District will not be 
required to advance any money derived from any source of income other than the Net Taxes and amounts 
drawn on the Letter of Credit for the payment of the interest on or the principal of the Bonds or for the 
performance of any covenants contained in the Bond Indenture. The District will, however, advance funds for 
any such purpose, provided that such funds are derived from a source legally available for such purpose. 

Equality of Bonds, Pledge of Net Taxes. Pursuant to the Act and the Bond Indenture, the Bonds will 
be equally payable from the Net Taxes without priority for number, date of the Bonds, date of sale, date of 
execution, or date of delivery, and the payment of the interest on and principal of the Bonds and any premiums 
upon the redemption thereof, will be exclusively paid from the Net Taxes and other amounts in the Special Tax 
Fund, including amounts drawn on the Letter of Credit, which are set aside for the payment of the Bonds. The 
Net Taxes and any interest earned on the Net Taxes on deposit in the Special Tax Fund will constitute a trust 
fund held for the benefit of the Owners to be applied to the payment of the interest on and principal of the 
Bonds and so long as any of the Bonds or interest thereon remain Outstanding shall not be used for any other 
purpose, except as permitted by the Bond Indenture. Notwithstanding any provision contained in the Bond 
Indenture to the contrary, Net Taxes deposited in the Rebate Fund and in the Administration Fund will no 
longer be considered to be pledged to the Bonds, and neither the Rebate Fund or the Administration Fund will 
be construed as a trust fund held for the benefit of the Owners. 

Nothing in the Bond Indenture will preclude: the redemption prior to maturity of any Bonds subject to 
call and redemption and payment of said Bonds from proceeds of bonds issued under the Act as the same now 
exists or as thereafter amended, or under any other law of the State of California. 

Validity of Bonds. The validity of the authorization and issuance of the Bonds will not be affected in 
any way by any defect in any proceedings taken by the District for the financing of the Proj eel, or by the 
invalidity, in whole or in part, of any contracts made by the District in connection therewith, and will not be 
dependent upon the completion of the financing of the Project or upon the performance by any person of his 
obligation with respect to the Project, and the recital contained in the Bonds that the same are issued pursuant 
to the Act and other applicable laws of the State shall be conclusive evidence of their validity and of the 
regularity of their issuance. 

Issuance of Parity Bonds. The District will at any time after the issuance and delivery of the Bonds 
under the Bond Indenture issue Parity Bonds payable from the Net Taxes and other amounts deposited in the 
Special Tax Fund and secured by a lien and charge upon such amounts equal to the lien and charge securing 
the Outstanding Bonds and any other Parity Bonds theretofore issued under the Bond Indenture or under any 
Supplemental Bond Indenture; provided, however, that Parity Bonds will only be issued for the purpose of 
refunding all or a portion of the Bonds then outstanding. 

CREATION OF FUNDS AND APPLICATION OF PROCEEDS 

Creation of Funds. The Fiscal has established the following funds and accounts: 

(I) The Community Facilities District No. 2004-1, Special Tax Fund (the "Special Tax 
Fund") in which there shall be established and created a Principal Account, an Interest Account (in which there 
shall be established the Capitalized Interest Subaccount), a Redemption Account, a Reserve Account, 
Administrative Expense Account and a Letter of Credit Account; 

(2) The Community Facilities District No. 2004-1, Rebate Fund (the "Rebate Fund") in 
which there shall be established a Rebate Account and an Alternative Penalty Account; 

(3) The Community Facilities District No. 2004-1, Acquisition and Construction Fund 
(the "Acquisition and Construction Fund") in which there shall be established and created a School Facilities 
Account, a Water Facilities Account, a Fire Facilities Account and a Cost of Issuance Account; and 
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(4) The Community Facilities District No. 2004-1 Surplus Fund (the "Surplus Fund"). 

The amounts on deposit in the foregoing funds and accounts shall be held by the Fiscal Agent; and the 
Fiscal Agent may invest and disburse the amounts in such funds and accounts in accordance with the 
provisions of the Bond Indenture and will disburse investment earnings thereon in accordance with the 
provisions of the Bond Indenture. 

Deposits to and Disbursements from Special Tax Fund. 

(a) The District will cause the Treasurer to, no later than the last day of the month during 
which the Special Taxes are apportioned to the District, transfer the Special Taxes to the Fiscal Agent, 
however, no later than August 15 and February 15 of each Fiscal Year, the Treasurer, on behalf of the 
District, may transfer such amounts for deposit in the Special Tax Fund for the Bonds, to be held in 
trust by the Fiscal Agent in the Special Tax Fund. The Fiscal Agent will then transfer the money in 
the Special Tax Fund on the dates and in the amounts set forth in the Bond Indenture, in the following 
order of priority, to: 

(I) the Administration Expense Account of the Special Tax Fund, the amount 
not to exceed the Administrative Expense Cap; 

(2) the Interest Account of the Special Tax Fund; 

(3) the Principal Account of the Special Tax Fund; 

(4) the Redemption Account of the Special Tax Fund; 

(5) The Reserve Account of the Special Tax Fund; 

(6) the Administration Expense Account of the Special Tax Fund, an amount of 
Administrative Expenses, if any, in excess of the Administrative Expense Cap; 

(5) the Rebate Fund; and 

(6) the Surplus Fund. 

At the maturity of the Bonds and, after all principal and interest then due on the Bonds then 
Outstanding has been paid or provided for, moneys in the Special Tax Fund and any accounts therein may be 
used by the District for any lawful purpose. 

(b) The Fiscal Agent shall deposit all proceeds of a draw on the Letter of Credit in the 
Special Tax Fund. The District shall deliver to the Fiscal Agent at least five Business Days prior to 
each Interest Payment Date a Certificate of the School District Superintendent stating what amount, if 
any, is to be transferred by the Fiscal Agent to the Interest Account, the Principal Account and the 
Redemption Account with respect to the upcoming Interest Payment Date. Upon receipt of such 
Certificate, the Fiscal Agent shall make the required transfers to the Interest Account, the Principal 
Account and the Redemption Account, as applicable. Amounts in the Special Tax Fund, after funding 
the Administrative Expense Cap for the then current Bond Year, shall be transferred only to the 
Interest Account and the Principal Account and to the Redemption Account (but only to the extent 
needed to pay Sinking Fund Payments when due) or upon the release of the Letter of Credit from the 
lien of the Bond Indenture to the provider of the Letter of Credit, which transfers shall be directed in a 
Certificate of the School District Superintendent. 
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Administration Expense Account of the Special Tax Fund. The Fiscal Agent shall transfer from the 
Special Tax Fund and deposit in the Administrative Expense Account of the Special Tax Fund from time to 
time amounts necessary to make timely payment of Administrative Expenses as set forth in a Certificate of an 
Authorized Representative of the District; provided, however, that, except as set forth in the following 
sentence, the total amount transferred in a Bond Year shall not exceed the Administrative Expenses Cap until 
such time as there has been deposited to the Interest Account, the Principal Account, the Redemption Account 
and the Reserve Account an amount, together with any amounts already on deposit therein, that is sufficient to 
pay the interest and principal (including mandatory sinking fund redemption payments) on all Bonds and 
Parity Bonds due in such Bond Year and to restore the Reserve Account to the Reserve Requirement. After 
there has been deposited to the Interest Account, the Principal Account, the Redemption Account and the 
Reserve Account an amount, together with any amounts already on deposit therein, that is sufficient to pay the 
interest and principal (including mandatory sinking fund redemption payments) on all Bonds and Parity Bonds 
due in such Bond Year and to restore the Reserve Account to the Reserve Requirement, amounts may be 
transferred to the Administrative Expense Account as needed to pay Administrative Expenses of the District. 
Moneys in the Administrative Expense Account of the Special Tax Fund may be invested in any Authorized 
Investments as directed in writing by an Authorized Representative of the District and shall be disbursed as 
directed in a Certificate of an Authorized Representative. 

Interest Account and Principal Account of the Special Tax Fund. The principal of and interest due 
on the Bonds and any Parity Bonds until maturity, other than principal due upon redemption, shall be paid by 
the Fiscal Agent from the Principal Account and the Interest Account of the Special Tax Fund, respectively. 
For the purpose of assuring that the payment of principal of and interest on the Bonds and any Parity Bonds 
will be made when due, after making the transfer required by the Bond Indenture, at least one Business Day 
prior to each March I and September I, the Fiscal Agent shall make the following transfers from the Special 
Tax Fund first to the Interest Account and then to the Principal Account. Provided, however, that to the extent 
that deposits have been made in the Interest Account or the Principal Account from the proceeds of the sale of 
an issue of the Bonds, any Parity Bonds, or otherwise, the transfer from the Special Tax Fund need not be 
made; and provided, further, that, if amounts in the Special Tax Fund ( exclusive of the Reserve Account) are 
inadequate to make the foregoing transfers, then any deficiency shall be made up by transfers from the Reserve 
Account: 

(a) To the Interest Account, an amount such that the balance in the Interest Account one 
Business Day prior to each Interest Payment Date shall be equal to the installment of interest due on 
the Bonds and any Parity Bonds on said Interest Payment Date and any installment of interest due on a 
previous Interest Payment Date which remains unpaid. Moneys in the Interest Account shall be used 
for the payment of interest on the Bonds and any Parity Bonds as the same become due. 

(b) To the Principal Account, an amount such that the balance in the Principal Account 
one Business Day prior to September I of each year, commencing September I, 2008, shall equal the 
principal payment due on the Bonds and any Parity Bonds maturing on such September I and any 
principal payment due on a previous September 1 which remains unpaid. Moneys in the Principal 
Account shall be used for the payment of the principal of such Bonds and any Parity Bonds as the 
same become due at maturity. 

Redemption Account of the Special Tax Fund. 

(a) With respect to each September I on which a Sinking Fund Payment is due, after the 
deposits have been made to the Administrative Expense Account, the Interest Account and the 
Principal Account of the Special Tax Fund as required by the Bond Indenture, the Fiscal Agent shall 
next transfer into the Redemption Account of the Special Tax Fund from the Special Tax Fund the 
amount needed to make the balance in the Redemption Account one Business Day prior to each 
September I equal to the Sinking Fund Payment due on any Outstanding Bonds and Parity Bonds on 
such September I. Provided, however, that, if amounts in the Special Tax Fund are inadequate to 
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make the foregoing transfers, then any deficiency shall be made up by an immediate transfer from the 
Reserve Account, if funded, pursuant to the Bond Indenture. Moneys so deposited in the Redemption 
Account shall be used and applied by the Fiscal Agent to call and redeem Term Bonds in accordance 
with the Sinking Fund Payment schedules set forth in the Bond Indenture, and to redeem Parity Bonds 
in accordance with any Sinking Fund Payment schedule in the Supplemental Indenture for such Parity 
Bonds. 

(b) After making the deposits to the Administrative Expense Account, the Interest 
Account and the Principal Account of the Special Tax Fund pursuant to the Bond Indenture and to the 
Redemption Account for Sinking Fund Payments then due pursuant to the Bond Indenture, and in 
accordance with the District's election to call Bonds for optional redemption as set forth in the Bond 
Indenture, or to call Parity Bonds for optional redemption as set forth in any Supplemental Indenture 
for Parity Bonds, the Fiscal Agent shall transfer from the Special Tax Fund and deposit in the 
Redemption Account moneys available for the purpose and sufficient to pay the principal and the 
premiums, if any, payable on the Bonds or Parity Bonds called for optional redemption; provided, 
however, that amounts in the Special Tax Fund ( other than the Administrative Expense Account 
therein) may be applied to optionally redeem Bonds and Parity Bonds only if immediately following 
such redemption the amount in the Reserve Account will equal the Reserve Requirement. 

( c) Prepayments deposited to the Redemption Account shall be applied on the 
redemption date established pursuant to the Bond Indenture for the use of such Prepayments to the 
payment of the principal of, premium, and interest on the Bonds and Parity Bonds to be redeemed 
with such Prepayments. 

(d) Moneys set aside in the Redemption Account shall be used solely for the purpose of 
redeeming Bonds and Parity Bonds and shall be applied on or after the redemption date to the 
payment of principal of and premium, if any, on the Bonds or Parity Bonds to be redeemed upon 
presentation and surrender of such Bonds or Parity Bonds and in the case of an optional redemption to 
pay the interest thereon. Provided, however, that in lieu or partially in lieu of such call and 
redemption, moneys deposited in the Redemption Account may be used to purchase Outstanding 
Bonds or Parity Bonds in the manner provided in the Bond Indenture. Purchases of Outstanding 
Bonds or Parity Bonds may be made by the District at public or private sale as and when and at such 
prices as the District may in its discretion determine but only at prices (including brokerage or other 
expenses) not more than par plus accrued interest, plus, in the case of moneys set aside for an optional 
redemption, the premium applicable at the next following call date according to the premium schedule 
established pursuant to the Bond Indenture, or in the case of Parity Bonds the premium established in 
any Supplemental Indenture. Any accrued interest payable upon the purchase of Bonds or Parity 
Bonds may be paid from the amount reserved in the Interest Account of the Special Tax Fund for the 
payment of interest on the next following Interest Payment Date. 

Reserve Account of the Special Tax Fund. There shall be maintained in the Reserve Account of the 
Special Tax Fund an amount equal to the Reserve Requirement. If funded, the amounts in the Reserve 
Account shall be applied as follows: 

(a) Moneys in the Reserve Account shall be used solely for the purpose of paying the 
principal of, including Sinking Fund Payments, and interest on the Bonds and any Parity Bonds when 
due in the event that the moneys in the Interest Account and the Principal Account of the Special Tax 
Fund are insufficient therefor or moneys in the Redemption Account of the Special Tax Fund are 
insufficient to make a Sinking Fund Payment when due and for the purpose of making any required 
transfer to the Rebate Fund pursuant to the Bond Indenture upon written direction from an Authorized 
Representative of the District. If the amounts in the Interest Account, the Principal Account or the 
Redemption Account of the Special Tax Fund are insufficient to pay the principal of, including 
Sinking Fund Payments, or interest on the Bonds and any Parity Bonds when due, or amounts in the 
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Special Tax Fund are insufficient to make transfers to the Rebate Fund when required, the Fiscal 
Agent shall withdraw, after first applying funds in the Surplus Fund necessary for such purposes, from 
the Reserve Account for deposit in the Interest Account, the Principal Account or the Redemption 
Account of the Special Tax Fund or the Rebate Fund, as applicable, moneys necessary for such 
purposes. 

(b) Whenever moneys are withdrawn from the Reserve Account, after making the 
required transfers referred to the Bond Indenture, the Fiscal Agent shall transfer to the Reserve 
Account from available moneys in the Special Tax Fund, or from any other legally available funds 
which the District elects to apply to such purpose, the amount needed to restore the amount of such 
Reserve Account to the Reserve Requirement. Moneys in the Special Tax Fund shall be deemed 
available for transfer to the Reserve Account only if the Fiscal Agent determines that such amounts 
will not be needed to make the deposits required to be made to the Administrative Expense Account, 
the Interest Account, the Principal Account or the Redemption Account of the Special Tax Fund on or 
before the next September I. If amounts in the Special Tax Fund together with any other amounts 
transferred to replenish the Reserve Account are inadequate to restore the Reserve Account to the 
Reserve Requirement, then the District shall include the amount necessary fully to restore the Reserve 
Account to the Reserve Requirement in the next annual Special Tax levy to the extent of the 
maximum permitted Special Tax rates. 

(c) In connection with a redemption of Bonds pursuant to the Bond Indenture or Parity 
Bonds in accordance with any Supplemental Indenture, or a partial defeasance of Bonds or Parity 
Bonds in accordance with the Bond Indenture, amounts in the Reserve Account may be applied to 
such redemption or partial defeasance so long as the amount on deposit in the Reserve Account 
following such redemption or partial defeasance equals the Reserve Requirement. The District shall 
set forth in a Certificate of an Authorized Representative the amount in the Reserve Account to be 
transferred to the Redemption Account on a redemption date or to be transferred pursuant to the Bond 
Indenture to partially defease Bonds, and the Fiscal Agent shall make such transfer on the applicable 
redemption or defeasance date, subject to the limitation in the preceding sentence. 

(d) To the extent that the Reserve Account is at the Reserve Requirement as of the first 
day of the final Bond Year for the Bonds or an issue of Parity Bonds, amounts in the Reserve Account 
may be applied to pay the principal of and interest due on the Bonds and Parity Bonds, as applicable, 
in the final Bond Year for such issue. Moneys in the Reserve Account in excess of the Reserve 
Requirement not transferred in accordance with the preceding provisions of the Bond Indenture 
summarized under the heading "Reserve Account of the Special Tax Fund" shall be withdrawn from 
the Reserve Account on the Business Day before each March I and September I and shall be 
transferred to the Project Account of the Acquisition and Construction Fund until the receipt of a 
Certificate of an Authorized Representative of the District stating that all Project Costs required or 
expected to be funded pursuant to the Acquisition Agreement have been funded or amounts in the 
Project Account of the Acquisition and Construction Fund are sufficient to fund all remaining Project 
Costs, or the Fiscal Agent has received a Certificate of an Authorized Representative of the District in 
accordance with the Bond Indenture, and thereafter to the Interest Account of the Special Tax Fund. 

( e) The District may at any time elect to maintain the Reserve Requirement in whole or 
in part by obtaining a Reserve Credit Facility. In the case of such an election, the District will direct 
the Fiscal Agent to acquire such Reserve Credit Facility and to pay from money in the Reserve 
Account the costs associated with the acquisition of the Reserve Credit Facility. Any money in the 
Reserve Account after the acquisition of such Reserve Credit Facility and payment of the appropriate 
costs shall be transferred to or at the direction of the Agency for its lawful purposes. In the event any 
such Reserve Credit Facility is so acquired, the Fiscal Agent shall draw on it in accordance with its 
terms (i) when and if moneys are needed pursuant to the provisions of the Bond Indenture; provided, 
however, that the Fiscal Agent must make demand at least five (5) days prior to the date that such 
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funds are needed; and (ii) prior to the stated maturity of such Reserve Credit Facility. In the event the 
Reserve Requirement is satisfied by a combination of cash and a Reserve Credit Facility, the Fiscal 
Agent shall draw down completely on the cash on deposit for such purpose in the Reserve Account 
before any demand is made on the Reserve Credit Facility. 

The District may substitute any policy of insurance, letter of credit or surety bond in order to meet the 
Reserve Requirement provided that the following requirements are met: 

1. A surety bond or insurance policy issued to the entity serving as trustee or 
paying agent (the "Fiduciary"), as agent of the Owners, by a company licensed to issue an 
insurance policy guaranteeing the timely payment of debt service with respect to the Bonds (a 
"municipal bond insurer") may be deposited in the Reserve Account to meet the Reserve 
Requirement, or a portion thereof, if the claims paying ability of the issuer thereof shall be 
rated "AAA" or "Aaa" by S&P or Moody's, respectively. 

2. A surety bond or insurance policy issued to the Fiduciary, as agent of the 
Bondholders, by an entity other than a municipal bond insurer may be deposited in the 
Reserve Account to meet the Reserve Requirement, or a portion thereof, if the form and 
substance of such instrument and the issuer thereof shall be approved by the Insurer 

3. An unconditional irrevocable letter of credit issued to the Fiduciary, as agent 
of the Owners, by a bank may be deposited in the Reserve Account to meet the Reserve 
Requirement, or a portion thereof, if the issuer thereof is rated at least "AA" by S&P. The 
letter of credit shall be payable in one or more draws upon presentation by the beneficiary of 
a sight draft accompanied by its certificate that it then holds insufficient funds to make a 
required payment of principal or interest on the Bonds. The draws shall be payable within 
two days of presentation of the sight draft. The letter of credit shall be for a term of not less 
than three years. The issuer of the letter of credit shall be required to notify the District and 
the Fiduciary, not later than 30 days prior to the stated expiration date of the letter of credit, as 
to whether such expiration date shall be extended, and if so, shall indicate the new expiration 
date. 

4. If such notice indicates that the expiration date shall not be extended, the 
District shall deposit in the Reserve Account an amount sufficient to cause the cash or 
permitted investments on deposit in the Reserve Fund together with any other qualifying 
credit instruments, to equal the Reserve Requirement, or a portion thereof, on all outstanding 
Bonds, such deposit to be paid in equal installments on at least a semi-annual basis over the 
remaining term of the letter of credit, unless the Reserve Account credit instrument is 
replaced by a Reserve Account credit instrument meeting the requirements in any of 1 3 
above. The letter of credit shall permit a draw in full not less than two weeks prior to the 
expiration or termination of such letter of credit if the letter of credit has not been replaced or 
renewed. The Bond Indenture shall, in turn, direct the Fiduciary to draw upon the letter of 
credit prior to its expiration or termination unless an acceptable replacement is in place or the 
Reserve Account is fully funded in its required amount. 

5. The obligation to reimburse the issuer of a Reserve Account credit 
instrument for any fees, expenses, claims or draws upon such Reserve Account credit 
instrument shall be subordinate to the payment of debt service with respect to the Bonds. The 
right of the issuer of a Reserve Account credit instrument to payment or reimbursement of its 
fees and expenses shall be subordinated to cash replenishment of the Reserve Account, and, 
subject to the second succeeding sentence, its right to reimbursement for claims or draws 
shall be on a parity with the cash replenishment of the Reserve Account. The Reserve 
Account credit instrument shall provide for a revolving feature under which the amount 
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available thereunder will be reinstated to the extent of any reimbursement of draws or claims 
paid. If the revolving feature is suspended or terminated for any reason, the right of the issuer 
of the Reserve Account credit instrument to reimbursement will be further subordinated to 
cash replenishment of the Reserve Account to an amount equal to the difference between the 
full original amount available under the Reserve Account credit instrument and the amount 
then available for further draws or claims. If (a) the issuer of a Reserve Account credit 
instrument becomes insolvent or (b) the issuer of a Reserve Account credit instrument 
defaults in its payment obligations thereunder or ( c) the claims-paying ability of the issuer of 
the insurance policy or surety bond falls below a S&P "AAA" or a Moody's "Aaa" or (d) the 
rating of the issuer of the letter of credit falls below a S&P "AA", the obligation to reimburse 
the issuer of the Reserve Account credit instrument shall be subordinate to the cash 
replenishment of the Reserve Account. 

6. If (a) the revolving reinstatement feature described in the preceding 
paragraph is suspended or terminated or (b) the rating of the claims paying ability of the 
issuer of the surety bond or insurance policy falls below a S&P "AAA" or a Moody's "Aaa" 
or (c) the rating of the issuer of the letter of credit falls below a S&P "AA", the District shall 
either (i) deposit into the Reserve Account an amount sufficient to cause the cash or permitted 
investments on deposit in the Reserve Account to equal the Reserve Requirement with respect 
to all outstanding Bonds, such amount to be paid over the ensuing five years in equal 
installments deposited at least semi-annually or (ii) replace such instrument with a surety 
bond, insurance policy or letter of credit meeting the requirements in any of 1 3 above within 
six months of such occurrence. In the event (a) the rating of the claims-paying ability of the 
issuer of the surety bond or insurance policy falls below "A" or (b) the rating of the issuer of 
the letter of credit falls below "A" or ( c) the issuer of the Reserve Account credit instrument 
defaults in its payment obligations or (d) the issuer of the Reserve Account credit instrument 
becomes insolvent, the District shall either (i) deposit into the Reserve Account an amount 
sufficient to cause the cash or permitted investments on deposit in the Reserve Account to 
equal to Reserve Requirement, or a portion thereof, on all outstanding Bonds, such amount to 
be paid over the ensuing year in equal installments on at least a monthly basis or (ii) replace 
such instrument with a surety bond, insurance policy or letter of credit meeting the 
requirements in any of 1 3 above within six months of such occurrence. 

Rebate Fund. 

(a) The Fiscal Agent shall establish and maintain a fund separate from any other fund 
established and maintained under the Bond Indenture designated as the Rebate Fund and shall 
establish a separate Rebate Account and Alternative Penalty Account therein. All money at any time 
deposited in the Rebate Account or the Alternative Penalty Account of the Rebate Fund shall be held 
by the Fiscal Agent in trust, for payment to the United States Treasury. A separate subaccount of the 
Rebate Account and the Alternate Penalty Account shall be established for the Bonds and each issue 
of Parity Bonds the interest on which is excluded from gross income for federal income tax purposes. 
All amounts on deposit in the Rebate Fund with respect to the Bonds or an issue of Parity Bonds shall 
be governed by the Bond Indenture and the Tax Certificate for such issue, unless the District obtains 
an opinion of Bond Counsel that the exclusion from gross income for federal income tax purposes of 
interest payments on the Bonds and Parity Bonds will not be adversely affected if such requirements 
are not satisfied. The Fiscal Agent shall be deemed to have complied with the provision of the Bond 
Indenture summarized under the heading "Rebate Fund" if it follows the instructions of the District as 
provided in the Bond Indenture, and shall have no duty to enforce compliance by the District of the 
covenant summarized under the heading "Rebate Fund" or the Tax Certificate. 

(b) Any funds remaining in the Accounts of the Rebate Fund with respect to the Bonds 
or an issue of Parity Bonds after redemption and payment of such issue and after making the payments 
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described in the Bond Indenture, may be withdrawn by the Fiscal Agent at the written direction of the 
District and utilized in any manner by the District. 

(c) Notwithstanding anything in the Bond Indenture to the contrary, the obligation to 
comply with the requirements of the Bond Indenture shall survive the defeasance and final payment of 
the Bonds and any Parity Bonds with respect to which an Account has been created in the Rebate 
Fund. 

(d) The portion of the Bond Indenture summarized under the heading "Rebate Fund" 
may be deleted or amended in any manner without the consent of the Owners, provided that prior to 
such event there is delivered to the District an opinion of Bond Counsel to the effect that such deletion 
or amendment will not adversely affect the exclusion from gross income for federal income tax 
purposes of interest on the Bonds and any issue of Parity Bonds issued on a tax-exempt basis. 

Surplus Fund. After making the transfers required by the Bonds Indenture, as soon as practicable 
after each September I, and in any event prior to each October I, the Fiscal Agent shall transfer all remaining 
amounts in the Special Tax Fund to the Surplus Fund, unless on or prior to such date it has received a 
Certificate of an Authorized Representative directing that certain amounts be retained in the Special Tax Fund 
because the District has included such amounts as being available in the Special Tax Fund in calculating the 
amount of the levy of Special Taxes for such Fiscal Year pursuant to the Bonds Indenture. Moneys deposited 
in the Surplus Fund will be transferred by the Fiscal Agent at the written direction of an Authorized 
Representative of the District to any of the following accounts, or purposes: (i) to the Interest Account, the 
Principal Account or the Redemption Account of the Special Tax Fund to pay the principal of, including 
Sinking Fund Payments, premium, if any, and interest on the Bonds and any Parity Bonds when due in the 
event that moneys in the Special Tax Fund and the Reserve Account of the Special Tax Fund are insufficient 
therefor; (ii) to the Reserve Account in order to replenish the Reserve Account to the Reserve Requirement; 
(iii) to the Administrative Expense Account of the Special Tax Fund to pay Administrative Expenses to the 
extent that the amounts on deposit in the Administrative Expense Account of the Special Tax Fund are 
insufficient to pay Administrative Expenses; (iv) to the School Facilities Account of the Acquisition and 
Construction Fund to pay Project Costs; or (v) for any other lawful purpose of the District. 

The amounts in the Surplus Fund are not pledged to the repayment of the Bonds or the Parity Bonds 
and may be used by the District for any lawful purpose. In the event that the District reasonably expects to use 
any portion of the moneys in the Surplus Fund to pay debt service on any Outstanding Bonds or Parity Bonds, 
the District will notify the Fiscal Agent in a Certificate of an Authorized Representative and the Fiscal Agent 
will segregate such amount into a separate subaccount and the moneys on deposit in such subaccount of the 
Surplus Fund shall be invested at the written direction of the District in Authorized Investments the interest on 
which is excludable from gross income under Section 103 of the Code ( other than bonds the interest on which 
is a tax preference item for purposes of computing the alternative minimum tax of individuals and corporations 
under the Code) or in Authorized Investments at a yield not in excess of the yield on the issue of Bonds or 
Parity Bonds to which such amounts are to be applied, unless, in the opinion of Bond Counsel, investment at a 
higher yield will not adversely affect the exclusion from gross income for federal income tax purposes of 
interest on the Bonds or any Parity Bonds which were issued on a tax-exempt basis for federal income tax 
purposes. 

Acquisition and Construction Fund. 

(a) The moneys in the Costs oflssuance Account shall be disbursed by the Fiscal Agent 
pursuant to a Certificate of an Authorized Representative of the District. On the earlier of 
February 15, 2006, or the date of receipt by the Fiscal Agent of written direction by an Authorized 
Representative of the District, any balance remaining in the Cost of Issuance Account shall be 
transferred by the Fiscal Agent to the School Facilities Account of the Acquisition and Construction 
Fund. 
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(b) The moneys in the School Facilities Account, the Water Facilities Account and the 
Fire Facilities Account of the Acquisition and Construction Fund shall be applied exclusively to pay 
the Project Costs. Amounts for Project Costs shall be disbursed by the Fiscal Agent from the 
Acquisition and Construction Fund as specified in the Request for Disbursement of Project Costs, 
substantially in the form of attached in the Bond Indenture, for disbursements from the School 
Facilities Account, Water Facilities Account or Fire Facilities Account, respectively, attached to the 
Bond Indenture, which must be submitted in connection with each requested disbursement. 

( c) Upon receipt of a Certificate of an Authorized Representative of the District stating 
that all or a specified portion of the amount remaining in the Acquisition and Construction Fund is no 
longer needed to pay Project Costs, the Fiscal Agent shall transfer all or such specified portion, as 
applicable, of the moneys remaining on deposit in the Acquisition and Construction Fund to the 
Principal Account or Redemption Account of the Special Tax Fund or to the Surplus Fund, as directed 
in the Certificate, provided that in connection with any direction to transfer amounts to the Surplus 
Fund there shall have been delivered to the Fiscal Agent with such Certificate an opinion of Bond 
Counsel to the effect that such transfer to the Surplus Fund will not adversely affect the exclusion 
from gross income for federal income tax purposes of interest on the Bonds or any Parity Bonds which 
were issued on a tax-exempt basis for federal income tax purposes. 

Investments. 

Moneys held in any of the Funds, Accounts and Subaccounts under the Bond Indenture shall be 
invested at the written direction of the District in accordance with the limitations set forth below only in 
Authorized Investments which shall be deemed at all times to be a part of such Funds, Accounts and 
Subaccounts. Any loss resulting from such Authorized Investments shall be credited or charged to the Fund, 
Account or Subaccount from which such investment was made, and any investment earnings on a Fund, 
Account or Subaccount shall be applied as follows: (i) investment earnings on all amounts deposited in the 
Acquisition and Construction Fund, the Special Tax Fund, the Surplus Fund and the Rebate Fund and each 
Account or Subaccount therein (other than the Reserve Account of the Special Tax Fund) shall be deposited in 
those respective Funds, Accounts and Subaccounts; and (ii) investment earnings on all amounts deposited in 
the Reserve Account shall be deposited therein to be applied along with other amounts deposited therein as set 
forth in the Bond Indenture. Moneys in the Funds, Accounts and Subaccounts held under the Bond Indenture 
may be invested by the Fiscal Agent as directed in writing by the District, from time to time, in Authorized 
Investments subject to the following restrictions: 

(a) Moneys in the Acquisition and Construction Fund shall be invested in Authorized 
Investments which will by their terms mature, or in the case of an Investment Agreement are available 
without penalty, as close as practicable to the date the District estimates the moneys represented by the 
particular investment will be needed for withdrawal from the Acquisition and Construction Fund. 
Notwithstanding anything in the Bond Indenture to the contrary, amounts in the Acquisition and 
Construction Fund three years after the Delivery Date for the Bonds and the proceeds of each issue of 
Parity Bonds issued on a tax-exempt basis which are remaining on deposit in the Acquisition and 
Construction Fund on the date which is three years following the date of issuance of such issue of 
Parity Bonds shall be invested by the District only in Authorized Investments, the interest on which is 
excluded from gross income under Section 103 of the Code ( other than bonds the interest on which is 
a tax preference item for purposes of computing the alternative minimum tax of individuals and 
corporations under the Code), or in Authorized Investments at a yield not in excess of the yield on the 
issue of Bonds or Parity Bonds from which such proceeds were derived, unless in the opinion of Bond 
Counsel such restriction is not necessary to prevent interest on the Bonds or any Parity Bonds which 
were issued on a tax-exempt basis for federal income tax purposes from being included in gross 
income for federal income tax purposes. 
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(b) Moneys in the Interest Account, the Principal Account, the Redemption Account and 
the Letter of Credit Account of the Special Tax Fund shall be invested only in Authorized Investments 
which will by their terms mature, or in the case of an Investment Agreement are available for 
withdrawal without penalty, on such dates so as to ensure the payment of principal of, premium, if 
any, and interest on the Bonds and any Parity Bonds as the same become due. 

( c) Moneys in the Reserve Account of the Special Tax Fund may be invested only in 
Authorized Investments which, taken together, have a weighted average maturity not in excess of five 
years; provided that such amounts may be invested in an Investment Agreement to the later of the 
final maturity of the Bonds or any Parity Bonds so long as such amounts may be withdrawn at any 
time, without penalty, for application in accordance with the Bond Indenture; and provided that no 
such Authorized Investment of amounts in the Reserve Account allocable to the Bonds or an issue of 
Parity Bonds shall mature later than the respective final maturity date of the Bonds or the issue of 
Parity Bonds, as applicable. 

(d) Moneys in the Rebate Fund shall be invested only in Authorized Investments of the 
type described in clause (A) of the definition thereof which by their terms will mature, as nearly as 
practicable, on the dates such amounts are needed to be paid to the United States Government 
pursuant to the Bond Indenture or in Authorized Investments of the type described in clause (d) of the 
definition thereof 

( e) In the absence of written investment directions from the District, the Fiscal Agent 
shall invest solely in Authorized Investments specified in clause (d) of the definition thereof 

The Fiscal Agent shall sell, or present for redemption, any Authorized Investment whenever it may be 
necessary to do so in order to provide moneys to meet any payment or transfer to such Funds and Accounts or 
from such Funds and Accounts. For the purpose of determining at any given time the balance in any such 
Funds and Accounts, any such investments constituting a part of such Funds and Accounts shall be valued at 
their cost, except that amounts in the Reserve Account shall be valued at the market value thereof at least 
semiannually on or before each Interest Payment Date. In making any valuations under the Bond Indenture, 
the Fiscal Agent may utilize such computerized securities pricing services as may be available to it, including, 
without limitation, those available through its regular accounting system, and conclusively rely thereon. 
Notwithstanding anything in the Bond Indenture to the contrary, the Fiscal Agent shall not be responsible for 
any loss from investments, sales or transfers undertaken in accordance with the provisions of the Bond 
Indenture. 

The Fiscal Agent or an affiliate may act as principal or agent in the making or disposing of any 
investment and shall be entitled to its customary fee for such investment. The Fiscal Agent may sell at the best 
market price obtainable, or present for redemption, any Authorized Investment so purchased whenever it shall 
be necessary to provide moneys to meet any required payment, transfer, withdrawal or disbursement from the 
fund or account to which such Authorized Investment is credited, and, subject to the provisions of the Bond 
Indenture, the Fiscal Agent shall not be liable or responsible for any loss resulting from such investment. For 
investment purposes, the Fiscal Agent may commingle the funds and accounts established under the Bond 
Indenture, but shall account for each separately. 

The District acknowledges that, to the extent regulations of the Comptroller of the Currency or other 
applicable regulatory entity grant the District the right to receive brokerage confirmations of security 
transactions as they occur, the District specifically waives receipt of such confirmations to the extent permitted 
by law. The Fiscal Agent will furnish the District periodic cash transaction statements which include detail for 
all investment transactions made by the Fiscal Agent under the Bond Indenture. 
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Letter of Credit. 

(a) So long as the Letter of Credit is in effect, no later than five days before each Interest 
Payment Date, the Fiscal Agent shall determine whether amounts in the Interest Account and Principal 
Account of the Special Tax Fund on such Interest Payment Date will be sufficient to make the 
scheduled payment of principal of and interest on the Bonds, and notify the District of any deficiency. 
If any such deficiency is attributable to the failure of the Developer to pay Special Taxes when due, 
the District shall instruct the Fiscal Agent to draw upon the Letter of Credit in an amount equal to the 
lesser of (i) the amount of such delinquency ( exclusive of penalties and interest and exclusive of any 
delinquent amounts for which a drawing on the Letter of Credit shall have previously been made and 
honored), and (ii) the amount then available under the Letter of Credit. The Fiscal Agent shall draw 
upon the Letter of Credit promptly following receipt by the Fiscal Agent of a Certificate of the School 
District Superintendent (A) instructing the Fiscal Agent to draw on the Letter of Credit, (B) specifying 
the amount to be so drawn, and (C) stating that Special Taxes ( exclusive of penalties and interest and 
exclusive of any delinquent amounts for which a drawing on the Letter of Credit shall have previously 
been made and honored) levied on the property of the Developer are then delinquent in an amount at 
least equal to the amount to be so drawn on the Letter of Credit. The Fiscal Agent shall deposit the 
proceeds of any such draw in the Interest Account of the Special Tax Fund. No later than ten 
Business Days after the receipt by the District of any delinquent Special Taxes for which a drawing on 
the Letter of Credit shall have previously been made and honored, the District shall transfer such 
delinquent Special Taxes to the Fiscal Agent and shall deliver to the Fiscal Agent a Certificate of the 
School District Superintendent directing the Fiscal Agent to apply such delinquent Special Taxes to 
reimburse the Letter of Credit Bank for such draw on the Letter of Credit, provided that on or prior to 
such date the Letter of Credit has been, or will be concurrently with such reimbursement, reinstated in 
an amount equal to the Stated Amount (defined below). On each date on which the Fiscal Agent 
receives a Certificate of the School District Superintendent and such delinquent Special Taxes, the 
Fiscal Agent shall so apply such delinquent Special Taxes and shall take such actions as are required 
pursuant to the Letter of Credit in order to cause such reinstatement. 

(b) Within the time period specified in the Bond Indenture following the date the Fiscal 
Agent receives a Certificate of the School District Superintendent stating that a rating downgrade with 
respect to the Letter of Credit Bank has occurred, the Fiscal Agent shall draw on the Letter of Credit 
in the full amount available thereunder. The Fiscal Agent shall deposit the proceeds of any such draw 
in the Letter of Credit Account. Any earnings from the investment of amounts on deposit in the Letter 
of Credit Account shall be transferred by the Fiscal Agent to the Letter of Credit Bank within five 
Business Days following the end of each Bond Year. After any such a draw on the Letter of Credit, 
on each date on which the Fiscal Agent receives a Certificate of the School District Superintendent 
stating that Special Taxes owed by the Developer (exclusive of penalties and interest and exclusive of 
any delinquent amounts for which a drawing on the Letter of Credit shall have previously been made 
and honored or for which amounts shall have previously been transferred to the Interest Account) are 
then delinquent and directing the Fiscal Agent to transfer a specified amount to the Interest Account, 
the Fiscal Agent shall so transfer such specified amount. After any such a draw on the Letter of 
Credit, no later than ten Business Days after the receipt by the District of any delinquent Special 
Taxes for which amounts shall have previously been transferred from the Letter of Credit Account to 
the Debt Services, the District shall transfer such delinquent Special Taxes to the Fiscal Agent and 
shall deliver to the Fiscal Agent a Certificate of the School District Superintendent directing the Fiscal 
Agent to deposit such delinquent Special Taxes in such special account. On each date on which the 
Fiscal Agent receives such a Certificate of the School District Superintendent and such delinquent 
Special Taxes, the Fiscal Agent shall so deposit such delinquent Special Taxes. After such a draw on 
the Letter of Credit, upon receipt of a substitute letter of credit in substitution of the Letter of Credit, 
or if such Letter of Credit is no longer required, the Fiscal Agent shall transfer any funds on deposit in 
the Letter of Credit Account to the Letter of Credit Bank from which such funds were drawn pursuant 
to the Letter of Credit. 
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( c) The District shall, no later than July I of each year, commencing July I, 2006 deliver 
to the Fiscal Agent a Certificate of the School District Superintendent specifying the required Letter of 
Credit amount for the Developer's property for the Bond Year (the "Stated Amount"); provided, 
however, that the District's obligation to deliver such Certificate shall be subject to the District's 
receiving from the Developer, no later than June 1 of such year, a certification as to the Developer's 
share of annual Special Taxes as of such June 1, together with written evidence of the matters so 
certified (including, but not limited to, copies or adequate descriptions of relevant certificates of 
occupancy issued during the twelve months immediately preceding such June I), which certification 
and written evidence shall be in form and substance reasonably satisfactory to the District. Upon 
receipt of such Certificate of the School District Superintendent, if the amount available under the 
Letter of Credit is greater than the Stated Amount as specified in such Certificate, the Fiscal Agent 
shall, in accordance with the terms of the Letter of Credit, cause the available amount under the Letter 
of Credit to be reduced, on or after July I of the following Bond Year, to an amount equal to the 
Stated Amount as specified in such Certificate. 

(d) The Fiscal Agent shall not sell, assign or otherwise transfer the Letter of Credit, 
except to a successor Fiscal Agent under the Bond Indenture and in accordance with the terms of the 
Letter of Credit. 

( e) The amount received pursuant to any draw on the Letter of Credit shall in no way 
reduce, constitute a credit or cure any delinquency, in respect of the amount of any Special Taxes 
levied on any property of the Developer or on any other parcel in the District. 

COVENANTS AND WARRANTY 

Warranty. The District will preserve and protect the security pledged under the Bond Indenture to the 
Bonds against all claims and demands of all persons. 

Covenants. So long as any of the Bonds issued under the Bond Indenture are Outstanding and unpaid, 
the District makes the following covenants with the Bondowners under the provisions of the Act and the Bond 
Indenture (to be performed by the District or its proper officers, agents or employees), which covenants are 
necessary and desirable to secure the Bonds and tend to make them more marketable; provided, however, that 
said covenants do not require the District to expend any funds or moneys other than the Special Taxes: 

Punctual Payment; Against Encumbrances. The District covenants that it will receive all 
Gross Taxes in trust and will deposit the Gross Taxes with the Fiscal Agent, as provided in the Bond 
Indenture, and the District will have no beneficial right or interest in the amounts so deposited except 
as provided by the Bond Indenture. All such Gross Taxes will be disbursed, allocated and applied 
solely to the uses and purposes set forth in the Bond Indenture, and will be accounted for separately 
and apart from all other money, funds, accounts or other resources of the District. Notwithstanding the 
provisions summarized in this paragraph, as set forth in the Bond Indenture, the District shall have the 
right to accept less than the minimum bid on any delinquent parcel, and is indemnified from legal 
claim for Owners of the Bonds, if the Board determines that the acceptance of less than the minimum 
bid or another action as described in the Bond Indenture is in the best interest of the District. 

The District covenants that it will duly and punctually pay or cause to be paid the principal of 
and interest on every Bond issued under the Bond Indenture, together with the premium, if any, 
thereon on the date, at the place and in the manner set forth in the Bonds and in accordance with the 
Bond Indenture to the extent Gross Taxes are available therefor, and that the payments into the Funds 
and Accounts created under the Bond Indenture will be made, all in strict conformity with the terms of 
the Bonds and the Bond Indenture, and that it will faithfully observe and perform all of the conditions, 
covenants and requirements of the Bond Indenture and of the Bonds issued under the Bond Indenture. 
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The District will not mortgage or otherwise encwnber, pledge or place any charge upon any of 
the Gross Taxes, except as provided in the Bond Indenture, and (except as set forth in the Bond 
Indenture) will not issue any obligation or security having a lien or charge upon the Gross Taxes 
superior to or on a parity with the Bonds. Nothing in the Bond Indenture will prevent the District from 
issuing or incurring indebtedness which is payable from a pledge of Special Taxes which is 
subordinate in all respects to the pledge of Net Taxes to repay the Bonds. 

Levy and Collection of Special Tax. Subject to the maximum Special Tax rates, the District 
will comply with all requirements of the Act so as to assure the timely collection of the Special Taxes, 
including without limitation, the enforcement of delinquent Special Taxes. 

On or before each June I, commencing June I, 2006, the Fiscal Agent shall provide a written 
notice to the District stating the amounts then on deposit in the various funds and accounts established 
by the Bond Indenture. The receipt of such notice by the District shall in no way affect the obligations 
of the District under the following paragraphs. Upon receipt of a copy of such notice, the District shall 
communicate with the Treasurer or other appropriate official of the County to ascertain the relevant 
parcels on which the Special Taxes are to be levied, taking into account any parcel splits during the 
preceding and then current year. 

The District shall retain an Independent Financial Consultant to assist in the levy of the 
Special Taxes each Fiscal Year, commencing Fiscal Year 2006-07, in accordance with the Ordinance, 
such that the computation of the levy is complete before the final date on which the Treasurer will 
accept the transmission of the Special Tax amounts for the parcels within the District for inclusion on 
the next secured tax roll. Upon the completion of the computation of the amounts of the levy, and 
approval by the legislative body of the District, the District shall prepare or cause to be prepared, and 
shall transmit to the Treasurer, such data as the Treasurer requires to include the levy of the Special 
Taxes on the next secured tax roll. 

The District shall fix and levy the amount of Special Taxes within the District required for the 
payment of principal of and interest on Outstanding Bonds becoming due and payable during the 
ensuing year including any necessary replenishment or expenditure of the Reserve Account for the 
Bonds, an amount equal to the estimated Administrative Expenses and any additional amounts 
necessary for expenses incurred in connection with administration or enforcement of delinquent 
Special Taxes. The District further covenants that it will take no actions that would discontinue or 
cause the discontinuance of the Special Tax levy or the District's authority to levy the Special Tax for 
so long as the Bonds are Outstanding, including the initiation of proceedings under the Act to reduce 
the Maximum Annual Special Tax rates (the "Maximum Rates") on then existing Residential Property 
and Commercial Property below the amounts which are necessary to pay Administrative Expenses and 
to provide Special Taxes in an amount equal to no less than one hundred ten percent (110%) of 
Maximum Annual Debt Service on the Outstanding Bonds. For purposes of this covenant, Residential 
Property and Commercial Property are as defined in the Rate and Method of Apportionment. 

The Special Taxes shall be payable and collected in the same manner and at the same time and 
in the same installment as the general taxes on real property are payable, and have the same priority, 
become delinquent at the same times and in the same proportionate amounts and bear the same 
proportionate penalties and interest after delinquency as do the general taxes on real property; 
provided, the legislative body of the District may provide for direct collection of the Special Taxes in 
certain circumstances. 

The fees and expenses of the Independent Financial Consultant retained by the District to 
assist in computing the levy of the Special Taxes under the Bond Indenture and any reconciliation of 
amounts levied to amount received, as well as the costs and expenses of the District (including a 
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charge for District staff time) in conducting its duties under the Bond Indenture, shall be an 
Administrative Expense under the Bond Indenture. 

Commence Foreclosure Proceedings. Pursuant to Section 53356.1 of the Act, the District 
covenants with and for the benefit of the owner of the Bonds that it will order, and cause to be 
commenced as provided in the Bond Indenture and thereafter diligently prosecute to judgment (unless 
such delinquency is theretofore brought current), an action in the superior court to foreclose the lien of 
any Special Tax or installment thereof not paid when due as provided in the following two paragraphs. 

On or about July I st of each Fiscal Year, the Superintendent will compare the amount of 
Special Taxes theretofore levied in the District to the amount of Special Taxes theretofore received by 
the District, and: 

(a) Individual Delinquencies. If the Superintendent determines that parcels 
under common ownership subject to the Special Tax in the District are delinquent in the 
payment of Special Taxes in the aggregate amount of $5,000 or more, then the Superintendent 
will send or cause to be sent a notice of delinquency ( and a demand for immediate payment 
thereof) to such property owner within 45 days of such determination, and (if the delinquency 
remains uncured) foreclosure proceedings shall be commenced by the District within 90 days 
of such determination to the extent permitted by applicable law. 

(b) Aggregate Delinquencies. If the Superintendent determines that (i) the total 
amount of delinquent Special Tax for the prior Fiscal Year for the entire District, (including 
the total of delinquencies under subsection (A) above), exceeds 5% of the total Special Tax 
due and payable for the prior Fiscal Year, the District will notify or cause to be notified all 
property owners who are then delinquent in the payment of Special Taxes (and demand 
immediate payment of the delinquency) within 45 days of such determination, and shall 
commence foreclosure proceedings within 90 days of such determination against each parcel 
ofland in the District with a Special Tax delinquency. 

Special Taxes collected resulting as a result of a foreclosure proceeding will be deposited in 
the Special Tax Fund and only inure to the benefit of the Bonds in the manner provided in the Bond 
Indenture. 

Payment of Claims. The District will pay and discharge any and all lawful claims for labor, 
materials or supplies which, if unpaid, might become a lien or charge upon any portion of the Project 
acquired or constructed by the District, or upon the Gross Taxes or any part thereof, or upon any funds 
in the hands of the Fiscal Agent, or which might impair the security of the Bonds then Outstanding; 
provided that nothing contained in the Bond Indenture will require the District to make any such 
payments so long as the District in good faith shall contest the validity of any such claims. 

Books and Accounts. The District will keep proper books of records and accounts, separate 
from all other records and accounts of the District, in which complete and correct entries shall be made 
of all transactions relating to the Project, the levy of the Special Tax and the deposits to the Special 
Tax Fund. Such books of record and accounts shall at all times during business hours be subject to the 
inspection of the Owners of not less than ten percent (10%) of the principal amount of the Bonds then 
Outstanding or their representatives authorized in writing. 
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Federal Tax Covenants. Notwithstanding any other provision of the Bond Indenture, absent 
an opinion of Bond Counsel that the exclusion from gross income for federal income tax purposes of 
interest on the Bonds will not be adversely affected, the District covenants to comply with all 
applicable requirements of the Code necessary to preserve such exclusion from gross income and 
specifically covenants, without limiting the generality of the foregoing, as follows: 

(I) Private Activity. The District will take no action or refrain from taking any 
action or make any use of the proceeds of the Bonds or of any other monies or property which 
would cause the Bonds to be "private activity bonds" within the meaning of Section 141 of the 
Code; 

(2) Arbitrage. The District will make no use of the proceeds of the Bonds or of 
any other amounts or property, regardless of the source, or take any action or refrain from 
taking any action which will cause the Bonds to be "arbitrage bonds" within the meaning of 
Section 148 of the Code; 

(3) Federal Guaranty. The District will make no use of the proceeds of the 
Bonds or take or omit to take any action that would cause the Bonds to be "federally 
guaranteed" within the meaning of Section 149(b) of the Code; 

(4) Information Reporting The District will take or cause to be taken all 
necessary action to comply with the informational reporting requirement of Section 149(e) of 
the Code; 

(5) Hedge Bonds. The District will make no use of the proceeds of the Bonds or 
any other amounts or property, regardless of the source, or take any action or refrain from 
taking any action that would cause the Bonds to be considered "hedge bonds" within the 
meaning of Section l 49(g) of the Code unless the District takes all necessary action to assure 
compliance with the requirements of Section 149(g) of the Code to maintain the exclusion 
from gross income for federal income tax purposes of interest on the Bonds; 

(6) Miscellaneous. The District will take no action or refrain from taking any 
action inconsistent with its expectations stated in that certain Tax Certificate executed by the 
District in connection with any of the Bonds and will comply with the covenants and 
requirements stated therein and incorporated by reference in the Bond Indenture; and 

(7) Other Tax Exempt Issues. The District will not use proceeds of other tax 
exempt securities to redeem any of the Bonds without first obtaining the written opinion of 
Bond Counsel that doing so will not impair the exclusion from gross income for federal 
income tax purposes of interest on the Bonds. 

Covenants to Defend. The District covenants that, in the event that any initiative is adopted 
by the qualified electors in the District which purports to reduce the minimum or the maximum Special 
Tax below the levels specified in the Bond Indenture or to limit the power of the District to levy the 
Special Taxes for the purposes set forth in the Bond Indenture, it will commence and pursue legal 
action in order to preserve its ability to comply with such covenants. 

Limitation on Right to Tender Bonds. The District covenants that it will not adopt any policy 
pursuant to Section 53341.1 of the Act permitting the tender of Bonds in full payment or partial 
payment of any Special Tax. 

Continuing Disclosure Covenant. The District covenants and agrees that it will comply with 
and carry out all of its obligations under the Continuing Disclosure Agreement of the District. 
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Notwithstanding any other provision of the Bond Indenture, failure of the District to comply with its 
obligations under the Continuing Disclosure Agreement of the District will not be considered an event 
of default under the Bond Indenture, and the sole remedy, in the event of any failure of the District to 
comply with the Continuing Disclosure Agreement of the District will be an action to compel 
performance. Upon receipt of indemnification to its satisfaction, the Fiscal Agent will at the request of 
any Participating Underwriter (as defined in the Continuing Disclosure Agreement of the District), or 
the Owners of a majority in aggregate principal amount of Outstanding Bonds or any Bondowner or 
Beneficial Owner take such actions as may be necessary and appropriate, including seeking mandate 
or specific performance by court order, to cause the District to comply with its obligations under the 
Bond Indenture. For purposes of this paragraph, "Beneficial Owners" means any person with (a) has 
the power, directly or indirectly, to vote or consent with respect to, or to dispose of ownership of, any 
Bonds (including persons holding Bonds through nominees, depositories or other intermediaries), or 
(b) is treated as the owner of any Bonds for federal income tax purposes. 

Letter of Credit. The District covenants to deliver any Letter of Credit received by it pursuant 
to the terms of the Mitigation Agreement to the Fiscal Agent and if an event occurs which permits a 
draw on the Letter of Credit to deliver a Certificate of the School District Superintendent to the Fiscal 
Agent in accordance with the Bond Indenture. 

Opinions. In the event that an opinion is rendered by Bond Counsel as provided in the Bond 
Indenture from a firm other than the firm which rendered the Bond Counsel opinion at closing, such 
subsequent opinion by Bond Counsel will also include the conclusions set forth in numbered 
paragraphs I, 2, 3 and 4 of the original Bond Counsel opinion. 

AMENDMENTS TO BOND INDENTURE 

Supplemental Bond Indentures or Orders Not Requiring Bondowner Consent. The District may 
from time to time, and at any time, without notice to or consent of any of the Bondowners, adopt indentures or 
orders supplemental to the Bond Indenture for any of the following purposes: 

(a) to cure any ambiguity, to correct or supplement any provisions in the Bond Indenture 
which may be inconsistent with any other provision in the Bond Indenture, or to make any other 
provision with respect to matters or questions arising under the Bond Indenture or in any additional 
resolution or order, provided that such action is not materially adverse to the interest of the 
Bondowners; 

(b) to add to the covenants and agreements of and the limitations and the restrictions 
upon the District contained in the Bond Indenture, other covenants, agreements, limitations and 
restrictions to be observed by the District which are not contrary to or inconsistent with the Bond 
Indenture as theretofore in effect or which further secure Bond payments; 

( c) to modify, amend or supplement the Bond Indenture in such manner as to permit the 
qualification under the Trust Indenture Act of 1939, as amended, or any similar federal statute in effect 
after the issuance of the Bonds, or to comply with the Code or regulations issued thereunder, and to 
add such other terms, conditions and provisions as may be permitted by said act or similar federal 
statute, and which shall not materially adversely affect the interests of the Owners of the Bonds then 
Outstanding; 

(d) to modify, alter or amend the rate and method of apportionment of the Special Taxes 
in any manner so long as such changes do not reduce the maximum Special Taxes that may be levied 
in each year on then existing Developed property within the District below the amounts which are 
necessary to pay Administrative Expenses and to provide Special Taxes in an amount equal to one 

E-23 



hundred ten percent (110%) of Maximum Annual Debt Service on the Bonds Outstanding as of the 
date of such amendment; 

(e) to modify, alter, amend or supplement the Bond Indenture in any other respect which 
is not materially adverse to the Bondowners; provided that any amendment or supplement to the Bond 
Indenture which will affect the Fiscal Agent's duties or protections set forth under the Bond Indenture 
shall be effective only upon written consent of the Fiscal Agent; or 

(f) to issue Parity Bonds in accordance with the Bond Indenture. 

Supplemental Bond Indentures or Orders Requiring Bondowner Consent. Exclusive of the 
resolutions or orders supplemental to the Bond Indenture, the Owners of not less than 60o/o in aggregate 
principal amount of the Bonds Outstanding will have the right to consent to and approve the adoption by the 
District of such resolutions or orders supplemental to the Bond Indenture as shall be deemed necessary or 
desirable by the District for the purpose of waiving, modifying, altering, amending, adding to or rescinding, in 
any particular, any of the terms or provisions contained in the Bond Indenture; provided, however, that nothing 
in the Bond Indenture shall permit, or be construed as permitting, (a) an extension of the maturity date of the 
principal, or the payment date of interest on, any Bond, (b) a reduction in the principal amount of, or 
redemption premium on, any Bond or the rate of interest thereon, ( c) a preference or priority of any Bond over 
any other Bond, ( d) a reduction in the aggregate principal amount of the Bonds the Owners of which are 
required to consent to such resolution or order, or (e) the creation of a pledge of or a lien upon or charge upon 
the Net Taxes superior to the pledge in the Bond Indenture without the consent of the Owners of all Bonds 
then Outstanding. 

If at any time the District shall desire to adopt a resolution or order supplemental to the Bond 
Indenture, which pursuant to the Bond Indenture will require the consent of the Bondowners, the District will 
so notify the Fiscal Agent and will deliver to the Fiscal Agent a copy of the proposed resolution or order. The 
Fiscal Agent shall, at the expense of the District, cause notice of the proposed resolution or order to be mailed, 
by first class mail postage prepaid, to all Bondowners at their addresses as they appear in the Bond Register. 
Such notice will briefly set forth the nature of the proposed resolution or order and will state that a copy 
thereof is on file at the office of the Treasurer for inspection by all Bondowners. The failure of any 
Bondowners to receive such notice will not affect the validity of such resolution or order when consented to 
and approved by the Owners of not less than 60% in aggregate principal amount of the Bonds Outstanding as 
required by the Bond Indenture. Whenever at any time within one year after the date of the first mailing of 
such notice, the Fiscal Agent will receive an instrument or instruments purporting to be executed by the 
Owners of not less than 60o/o in aggregate principal amount of the Bonds Outstanding, which instrument or 
instruments will refer to the proposed resolution or order described in such notice, and will specifically consent 
to and approve the adoption thereof by the District substantially in the form of the copy referred to in such 
notice as on file with the Treasurer, such proposed resolution or order, when duly adopted by the District, will 
thereafter become a part of the proceedings for the issuance of the Bonds. In determining whether the Owners 
of 60% of the aggregate principal amount of the Bonds have consented to the adoption of any supplemental 
bond indenture or order, Bonds which are owned by the District or by any person directly or indirectly 
controlling or controlled by or under the direct or indirect common control with the District, shall be 
disregarded and shall be treated as though they were not Outstanding for the purpose of any such 
determination. 

Upon the adoption of any resolution or order supplemental to the Bond Indenture and the receipt of 
consent to any such resolution or order from the Owners of not less than 60% in aggregate principal amount of 
the Outstanding Bonds in instances where such consent is required pursuant to the provisions of the Bond 
Indenture, the Bond Indenture will be, and will be deemed to be, modified and amended in accordance 
therewith, and the respective rights, duties and obligations under the Bond Indenture of the District and all 
Owners of Outstanding Bonds will thereafter be determined, exercised and enforced under the Bond Indenture, 
subject in all respects to such modifications and amendments. The District shall not amend or supplement the 

E-24 



Bond Indenture in any manner that will affect the Fiscal Agent's duties or protections provided under the Bond 
Indenture without its prior written consent. 

Notation of Bonds; Delivery of Amended Bonds. After the effective date of any action taken as 
provided in the Bond Indenture, the District may determine that the Bonds may bear a notation, by 
endorsement in form approved by the District, as to such action, and in that case upon demand of the Owner of 
any Outstanding Bond at such effective date and presentation of the Bond for the purpose at the office of the 
Fiscal Agent or at such additional offices as the Fiscal Agent may select and designate for that purpose, a 
suitable notation as to such action will be made on such Bonds. If the District will so determine, new Bonds so 
modified as, in the opinion of the District, will be necessary to conform to such action will be prepared and 
executed, and in that case upon demand of the Owner of any Outstanding Bond at such effective date such new 
Bonds will be exchanged at the corporate trust office of the Fiscal Agent or at such additional offices as the 
Fiscal Agent may select and designate for that purpose, without cost to each Owner of Outstanding Bonds, 
upon surrender of such Outstanding Bonds. 

F1SCAL AGENT 

Fiscal Agent. The Bank of New York Trust Company, NA, a national banking association, having a 
corporate trust office in Los Angeles, California, is appointed Fiscal Agent for the District for the purpose of 
receiving all money which the District is required to deposit with the Fiscal Agent under the Bond Indenture 
and to allocate, use and apply the same as provided in the Bond Indenture. In the event that the District fails to 
deposit with the Fiscal Agent any amount due under the Bond Indenture when due, the Fiscal Agent will 
provide telephonic notice to the District and will confirm the amount of such shortfall in writing to the extent 
such amount is known to the Fiscal Agent. 

Removal of Fiscal Agent. The District may at any time at its sole discretion remove the Fiscal Agent 
initially appointed, and any successor thereto, by delivering to the Fiscal Agent a written notice of its decision 
to remove the Fiscal Agent and may appoint a successor or successors thereto; provided that any such 
successor shall be a bank or trust company having a combined capital (exclusive of borrowed capital) and 
surplus of at least fifty million dollars ($50,000,000), and subject to supervision or examination by federal or 
state authority. Any removal will become effective only upon acceptance of appointment by the successor 
Fiscal Agent. If any bank or trust company appointed as a successor publishes a report of condition at least 
annually, pursuant to law or to the requirements of any supervising or examining authority above referred to, 
then for the purposes of the provisions summarized in this paragraph the combined capital and surplus of such 
bank or trust company shall be deemed to be its combined capital and surplus as set forth in its most recent 
report of condition so published. 

Resignation of Fiscal Agent. The Fiscal Agent may at any time resign by giving written notice to the 
District and by giving to the Owners notice of such resignation, which notice will be mailed to the Owners at 
their addresses appearing in the registration books in the office of the Fiscal Agent. Upon receiving such 
notice of resignation, the District will promptly appoint a successor Fiscal Agent by an instrument in writing. 
Any resignation or removal of the Fiscal Agent and appointment of a successor Fiscal Agent shall become 
effective only upon acceptance of appointment by the successor Fiscal Agent. If no appointment of a 
successor Fiscal Agent will be made pursuant to the foregoing provisions of the Bond Indenture within thirty 
(30) days after the Fiscal Agent shall have given to the District and the Owners written notice, the Fiscal 
Agent, at the expense of the District, or the District may apply to any court of competent jurisdiction to appoint 
a successor Fiscal Agent. Said court may thereupon, after such notice, if any, as such court may deem proper, 
appoint a successor Fiscal Agent, which successor will be acceptable to the District. 

EVENTS OF DEFAULT; REMEDIES 

Events of Default. Any one or more of the following events shall constitute an "event of default": 
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(a) Default in the due and punctual payment of the principal of or redemption premium, 
if any, on any Bond when and as the same shall become due and payable, whether at maturity as 
therein expressed, by declaration or otherwise; 

(b) Default in the due and punctual payment of the interest on any Bond when and as the 
same shall become due and payable; or 

Except as described in (a) or (b ), default will be made by the District in the observance of any of the 
agreements, conditions or covenants on its part contained in the Bond Indenture, the Bonds, and such default 
shall have continued for a period of thirty (30) days after the District shall have been given notice in writing of 
such default by the Fiscal Agent or the Owners of twenty-five percent (25%) in aggregate principal amount of 
the Outstanding Bonds. 

Remedies of Owners. Following the occurrence of an event of default, any Owner shall have the right 
for the equal benefit and protection of all Owners similarly situated: 

(a) By mandamus or other suit or proceeding at law or in equity to enforce his rights 
against the District and any of the members, officers and employees of the District, and to compel the 
District or any such members, officers or employees to perform and carry out their duties under the 
Act and their agreements with the Owners as provided in the Bond Indenture; 

(b) By suit in equity to enjoin any actions or things which are unlawful or violate the 
rights of the Owners; or 

( c) By a suit in equity to require the District and its members, officers and employees to 
account as the trustee of an express trust. 

Nothing in any other provision of the Bond Indenture, the Bonds will affect or impair the obligation of 
the District, which is absolute and unconditional, to pay the interest on and principal of the Bonds to the 
respective Owners thereof at the respective dates of maturity, as provided in the Bond Indenture, out of the Net 
Taxes pledged for such payment, or affect or impair the right of action, which is also absolute and 
unconditional, of such Owners to institute suit to enforce such payment by virtue of the contract embodied in 
the Bonds and in the Bond Indenture. The principal of the Bonds will not be subject to acceleration under the 
Bond Indenture. 

A waiver of any default or breach of duty or contract by any Owner will not affect any subsequent 
default or breach of duty or contract, or impair any rights or remedies on any such subsequent default or 
breach. No delay or omission by any Owner to exercise any right or power accruing upon any default shall 
impair any such right or power or will be construed to be a waiver of any such default or an acquiescence 
therein, and every power and remedy conferred upon the Owners by the Act or by the Bond Indenture may be 
enforced and exercised from time to time and as often as will be deemed expedient by the Owners. 

If any suit, action or proceeding to enforce any right or exercise any remedy is abandoned or 
determined adversely to the Owners, the District and the Owners will be restored to their former positions, 
rights and remedies as if such suit, action or proceeding had not been brought or taken. 

No remedy in the Bond Indenture conferred upon or reserved to the Owners is intended to be 
exclusive of any other remedy. Every such remedy shall be cumulative and will be in addition to every other 
remedy given under the Bond Indenture or now or existing after the issuance of the Bonds, at law or in equity 
or by statute or otherwise, and may be exercised without exhausting and without regard to any other remedy 
conferred by the Act or any other law. 
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In case the moneys held by the Fiscal Agent after an event of default pursuant to the Bond Indenture 
shall be insufficient to pay in full the whole amount so owing and unpaid upon the Bonds, then all available 
amounts shall, following payment of the fees and costs of the Fiscal Agent then due and owing, be applied to 
the payment of such principal and interest without preference or priority of principal over interest, or interest 
over principal, or of any installment of interest over any other installment of interest, ratably to the aggregate 
of such principal and interest. 

DEFEASANCE 

Defeasance. If the District will pay or cause to be paid, or there will otherwise be paid, to the Owner 
of an Outstanding Bond the interest due thereon and the principal thereof, at the times and in the manner 
stipulated in the Bond Indenture, then the Owner of such Bond will cease to be entitled to the pledge of Net 
Taxes, and, other than as set forth below, all covenants, agreements and other obligations of the District to the 
Owner of such Bond under the Bond Indenture will thereupon cease, terminate and become void and be 
discharged and satisfied. In the event of a defeasance of all Outstanding Bonds pursuant to the Bond 
Indenture, upon payment of all amounts owed by the District to the Fiscal Agent under the Bond Indenture, the 
Fiscal Agent will execute and deliver to the District all such instruments as may be desirable to evidence such 
discharge and satisfaction, and the Fiscal Agent will, after payment of amounts payable to the Fiscal Agent 
under the Bond Indenture, pay over or deliver to the District's general fund all money or securities held by it 
pursuant to the Bond Indenture which are not required for the payment of the interest due on and the principal 
of such Bonds. 

Any Outstanding Bond shall be deemed to have been paid within the meaning expressed in the 
paragraph immediately above if such Bond is paid in any one or more of the following ways: 

(a) by paying or causing to be paid the principal of, premium, if any, and interest on 
such Bond, as and when the same become due and payable; 

(b) by depositing with the Fiscal Agent, in trust, at or before maturity, money which, 
together with the amounts then on deposit in the Special Tax Fund, is fully sufficient to pay the 
principal of, premium, if any, and interest on such Bond, as and when the same shall become due and 
payable; or 

( c) by depositing with the Fiscal Agent, or another escrow bank appointed by the 
District, in trust, direct, noncallable Federal Securities, of the type defined in the definition thereof set 
forth in the Bond Indenture, in which the District may lawfully invest its money, in such amount as an 
Independent Financial Consultant shall determine will be sufficient, together with the interest to accrue 
thereon and moneys then on deposit in the Special Tax Fund, together with the interest to accrue 
thereon, to pay and discharge the principal of, premium, if any, and interest on such Bond, as and 
when the same shall become due and payable; 

then, at the election of the District, and notwithstanding that any Outstanding Bonds will not have been 
surrendered for payment, all obligations of the District under the Bond Indenture with respect to such Bond 
shall cease and terminate, except for the obligation of the Fiscal Agent to pay or cause to be paid to the Owners 
of any such Bond not so surrendered and paid, all sums due thereon and except for the covenants of the District 
contained in the Bond Indenture relating to compliance with the Code. Notice of such election shall be filed 
with the Fiscal Agent not less than thirty (30) days prior to the proposed defeasance date. In connection with a 
defeasance under (b) or (c) above, there will be provided to the Fiscal Agent a certificate of a certified public 
accountant stating its opinion as to the sufficiency of the moneys or securities deposited with the Fiscal Agent 
or the escrow bank to pay and discharge the principal of and interest on all Outstanding Bonds to be defeased 
in accordance with the provisions of the Bond Indenture summarized under the heading "-Defeasance," as 
and when the same shall become due and payable, and an opinion of Bond Counsel (which may rely upon the 
opinion of the certified public accountant) to the effect that the Bonds being defeased have been legally 
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defeased in accordance with the Bond Indenture and any applicable supplemental bond indenture. Upon a 
defeasance, the Fiscal Agent, upon request of the District, will release the rights of the Owners of such Bonds 
which have been defeased under the Bond Indenture and execute and deliver to the District all such 
instruments as may be desirable to evidence such release, discharge and satisfaction. In the case of a 
defeasance under the Bond Indenture of all Outstanding Bonds, the Fiscal Agent shall pay over or deliver to 
the District any funds held by the Fiscal Agent at the time of a defeasance, which are not required for the 
purpose of paying and discharging the principal of or interest on the Bonds when due and any fees and 
expenses of the Fiscal Agent remaining unpaid. The Fiscal Agent will, at the written direction of the District, 
mail, first class, postage prepaid, a notice to the Bondowners whose Bonds have been defeased, in the form 
directed by the District, stating that the defeasance has occurred. 

MISCELLANEOUS 

Cancellation of Bonds. All Bonds surrendered to the Fiscal Agent for payment upon maturity or for 
redemption shall upon payment therefor and any Bond purchased by the District as authorized in the Bond 
Indenture shall be cancelled forthwith and shall not be reissued. The Fiscal Agent will destroy such Bonds, as 
provided by law, and, upon written request from the District, furnish to the District a certificate of such 
destruction. 

Execution of Documents and Proof of Ownership. Any request, direction, consent, revocation of 
consent, or other instrument in writing required or permitted by the Bond Indenture to be signed or executed 
by Bondowners may be in any number of concurrent instruments of similar tenor may be signed or executed 
by such Owners in person or by their attorneys appointed by an instrument in writing for that purpose, or by 
the bank, trust company or other depository for such Bonds. Proof of the execution of any such instrument, or 
of any instrument appointing any such attorney, and of the ownership of Bonds shall be sufficient for the 
purposes of the Bond Indenture (except as otherwise provided in the Bond Indenture), if made in the following 
manner: 

(a) The fact and date of the execution by any Owner or his or her attorney of any such 
instrument and of any instrument appointing any such attorney, may be proved by a signature 
guarantee of any bank or trust company located within the United States of America. Where any such 
instrument is executed by an officer of a corporation or association or a member of a partnership on 
behalf of such corporation, association or partnership, such signature guarantee shall also constitute 
sufficient proof of his authority. 

(b) As to any Bond, the person in whose name the same will be registered in the Bond 
Register will be deemed and regarded as the absolute Owner thereof for all purposes, and payment of 
or on account of the principal of any such Bond, and the interest thereon, shall be made only to or 
upon the order of the registered Owner thereof or his or her legal representative. All such payments 
will be valid and effectual to satisfy and discharge the liability upon such Bond and the interest 
thereon to the extent of the sum or sums to be paid. The Fiscal Agent will be affected by any notice to 
the contrary. 

Nothing contained in the Bond Indenture will be construed as limiting the Fiscal Agent to such proof, 
it being intended that the Fiscal Agent may accept any other evidence of the matters in the Bond Indenture 
stated which the Fiscal Agent may deem sufficient. Any request or consent of the Owner of any Bond shall 
bind every future Owner of the same Bond in respect of anything done or suffered to be done by the Fiscal 
Agent in pursuance of such request or consent. 

Unclaimed Moneys. Anything in the Bond Indenture to the contrary notwithstanding and subject to 
the escheat laws of the State, any money held by the Fiscal Agent in trust for the payment and discharge of any 
of the Outstanding Bonds which remain unclaimed for two (2) years after the date when such Outstanding 
Bonds have become due and payable, if such money was held by the Fiscal Agent at such date, or for two (2) 
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years after the date of deposit of such money if deposited with the Fiscal Agent after the said date when such 
Outstanding Bonds become due and payable, will be repaid by the Fiscal Agent to the District, as its absolute 
property and free from trust, and the Fiscal Agent shall thereupon be released and discharged with respect 
thereto and the Owners will look only to the District for the payment of such Outstanding Bonds; provided, 
however, that, before being required to make any such payment to the District or the Fiscal Agent will, at the 
expense of the District, cause to be mailed to the registered Owners of such Outstanding Bonds at their 
addresses as they appear on the registration books of the Fiscal Agent a notice that said money remains 
unclaimed and that, after a date named in said notice, which date shall not be less than thirty (30) days after the 
date of the mailing of such notice, the balance of such money then unclaimed will be returned to the District. 

Provisions Constitute Contract. The provisions of the Bond Indenture will constitute a contract 
between the District and the Bondowners and the provisions of the Bond Indenture will be construed in 
accordance with the laws of the State of California. 

In case any suit, action or proceeding to enforce any right or exercise any remedy will be brought or 
taken and, should said suit, action or proceeding be abandoned, or be determined adversely to the Bondowners 
or the Fiscal Agent, then the District, the Fiscal Agent and the Bondowners will be restored to their former 
positions, rights and remedies as if such suit, action or proceeding had not been brought or taken. 

After the issuance and delivery of the Bonds the Bond Indenture will be irrepealable, but will be 
subject to modifications to the extent and in the manner provided in the Bond Indenture, but to no greater 
extent and in no other manner. 

Future Contracts. Nothing contained in the Bond Indenture will be deemed to restrict or prohibit the 
District from making contracts or creating bonded or other indebtedness payable from a pledge of the Net 
Taxes which are subordinate to the pledge under the Bond Indenture, the general fund of the District or from 
taxes or any source other than the Net Taxes as defined in the Bond Indenture. 

Further Assurances. The District will adopt, make, execute and deliver any and all such further 
resolutions, instruments and assurances as may be reasonably necessary or proper to carry out the intention or 
to facilitate the performance of the Bond Indenture, and for the better assuring and confirming unto the Owners 
of the Bonds the rights and benefits provided in the Bond Indenture. 

Severability. If any covenant, agreement or provision, or any portion thereof, contained in the Bond 
Indenture, or the application thereof to any person or circumstance, is held to be unconstitutional, invalid or 
unenforceable, the remainder of the Bond Indenture and the application of any such covenant, agreement or 
provision, or portion thereof, to other persons or circumstances, shall be deemed severable and shall not be 
affected thereby, and the Bond Indenture, the Bonds issued pursuant to the Bond Indenture shall remain valid 
and the Bondowners will retain all valid rights and benefits accorded to them under the laws of the State of 
California. 

Action on Next Business Day. If the date for making any payment or the last date for performance of 
any act or the exercising of any right, as provided in the Bond Indenture, is not a Business Day, such payment, 
with no interest accruing for the period from and after such nominal date, may be made or act performed or 
right exercised on the next succeeding Business Day with the same force and effect as if done on the nominal 
date provided therefore in the Bond Indenture. 
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APPENDIX F 

FORM OF COMMUNITY FACILITIES DISTRICT 
CONTINUING DISCLOSURE AGREEMENT 

This CONTINUING DISCLOSURE AGREEMENT (the "Disclosure Agreement") is executed and 
entered into as of August 1, 2005, by and among the Santa Ana Unified School District, on behalf of 
Community Facilities District No. 2004-lofthe Santa Ana Unified SchoolDistrict(the "Community Facilities 
District"), David Taussig & Associates, Inc. in its capacity as dissemination agent (the "Dissemination 
Agent") and The Bank of New York Trust Company, N.A., a national banking association (the "Bank") in 
its capacity as fiscal agent (the "Fiscal Agent") in connection with the issuance of$11,785,000 aggregate 
principal amount of Community Facilities District No. 2004-1 of the Santa Ana Unified School District 
(Central Park Project) 2005 Special Tax Bonds (the "2005 Bonds''); 

WIT NESSETH: 

WHEREAS, pursuant to the Bond Indenture, dated as of August 1, 2005 (the "Bond Indenture"), 
by and between Community Facilities District No. 2004-1 of the Santa Ana Unified School District (the 
"Community Facilities District'') and the Fiscal Agent, the Community Facilities District has issued the 2005 
Bonds; and 

WHEREAS, the 2005 Bonds are payable from and secured by special taxes levied on certain 
property within the Community Facilities District. 

NOW, THEREFORE, for and in consideration of the mutual premises and covenants herein 
contained, the parties hereto agree as follows: 

Section 1. Purpose of the Disclosure Agreement. The Disclosure Agreement is being executed and 
delivered by the Community Facilities District for the benefit of the owners and beneficial owners of the 2005 
Bonds and in order to assist the Participating Underwriter in complying with S.E.C. Rule 15c2-12(b)(5). 

Section 2. Definitions. In addition to the definitions set forth in the Bond Indenture which apply 
to any capitalized term used in this Disclosure Agreement unless otherwise defined in this Section, the 
following capitalized terms shall have the following meanings: 

"Annual Report" shall mean any Annual Report provided by the Community Facilities District 
pursuant to, and described in, Sections 3 and 4 of this Disclosure Agreement. 

"Annual Report Date" shall mean January 30 next following the end of the Community Facility 
District's fiscal year, which fiscal year end, as of the date of this Disclosure Agreement, is June 30. 

"Community Facilities District" shall mean Community Facilities District No. 2004-1 of the Santa 
Ana Unified School District. 

"Disclosure Representative" shall mean the Assistant Superintendent, Business Services of the 
School District. 

"Dissemination Agent" shall mean David Taussig & Associates, Inc., or any successor Dissemination 
Agent designated in writing by the Community Facilities District and which has filed with the Community 
Facilities District a written acceptance of such designation. 
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"Listed Events" shall mean any of the events listed in Section 5( a) of this Disclosure Agreement. 

"National Repository" shall mean any Nationally Recognized Municipal Securities Information 
Repository for purposes of the Rule. Information on the National Repositories as of a particular date is 
available on the Internet at www.sec.gov/info/municipal/nrmsir.htm. 

"Participating Underwriter" shall mean Stone & Youngberg LLC. 

"Repository" shall mean each National Repository and each State Repository. 

"Rule" shall mean Rule 15c2-12(b )(5) adopted by the Securities and Exchange Commission under 
the Securities Exchange Act of 1934, as the same may be amended from time to time. 

"State Repository" shall mean any public or private repository or entity designated by the State of 
California as a state repository for the purpose of the Rule and recognized as such by the Securities and 
Exchange Commission. As of the date of this Disclosure Agreement, there is no State Repository. 

Section 3. Provision of Annual Reports. 

(a) The Community Facilities District shall, or, shall cause the Dissemination Agent 
to, not later than the Annual Report Date commencing January 30, 2006, provide to each Repository, 
to the Fiscal Agent and to the Participating Underwriter an Annual Report which is consistent with 
the requirements of Section 4 of the Disclosure Agreement. Not later than fifteen ( 15) Business Days 
prior to said date, the Community Facilities District shall provide the Annual Report to the 
Dissemination Agent. The Annual Report may be submitted as a single document or as separate 
documents comprising a package, and may include by reference other information as provided in 
Section 4 of this Disclosure Agreement; provided that the audited financial statements of the School 
District may be submitted separately from the balance of the Annual Report and later than the date 
required above for the filing of the Annual Report if not available by that date. If the School 
District's fiscal year changes, it shall give notice of such change in the same manner as for a Listed 
Event under Section 5( c ). The Annual Report may be provided in electronic format to each 
Repository and the Participating Underwriter and may be provided through the services of a "central 
post office" approved by the Securities and Exchange Commission. If the Dissemination Agent has 
not received a copy of the Annual Report on or before 15 business days prior to January 30 in any 
year, the Dissemination Agent shall notify the Community Facilities District of such failure to receive 
the Annual Report. The Community Facilities District shall provide a written certification with each 
Annual Report furnished to the Dissemination Agent to the effect that such Annual Report constitutes 
the Annual Report required to be furnished by it hereunder. The Dissemination Agent may 
conclusively rely upon such certification of the Community Facilities District and shall have no duty 
or obligation to review such Annual Report. 

(b) If the Community Facilities District is unable to provide to the Repositories and 
to the Participating Underwriter an Annual Report by the date required in subsection (a), the 
Dissemination Agent shall send a notice to the Repositories and the appropriate State Repository, 
if any, in substantially the form attached as Exhibit A. 
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( c) The Dissemination Agent shall: 

(i) determine each year prior to the date for providing the Annual Report the 
name and address of each National Repository and each State Repository, 
if any; 

(ii) provide any Annual Report received by it to each Repository, the Fiscal 
Agent and the Participating Underwriter as provided herein; and 

(iii) if the Dissemination Agent is other than the Community Facilities District 
and to the extent it can confirm such filing of the Annual Report, file a 
report with the Community Facilities District, the Fiscal Agent and the 
Participating Underwriter certifying that the Annual Report has been 
provided pursuant to this Disclosure Agreement, stating the date it was 
provided and listing all the Repositories to which it was provided. 

Section 4. Content of Annual Reports. The Community Facilities District's Annual Report shall 
contain or incorporate by reference the following: 

(a) Audited Financial Statements of the School District prepared in accordance with 
generally accepted accounting principles as promulgated to apply to government entities from time 
to time by the Governmental Accounting Standards Board. If audited financial statements are not 
available, at the time required for filing, unaudited financial statements shall be submitted with the 
Annual Report, and audited financial statements shall be submitted once available. 

(b) The following information regarding the 2005 Bonds and any refunding bonds issued 
by the Community Facilities District: 

(i) Principal amount of the 2005 Bonds and/or any bonds issued to refund the 
2005 Bonds of Community Facilities District No. 2004-1 outstanding as of 
a date within 45 days preceding the date of the Annual Report; 

(ii) Balance in the 2005 Special Tax Fund and the Bond Fund as of a date 
within 60 days preceding the date of the Annual Report; 

( iii) Balance in the Reserve Fund and statement of the Reserve Requirement, as 
of a date within 60 days preceding the date of the Annual Report; 

(iv) While there are funds in the Construction Fund, the balance in the 
Construction Fund and each account or sub-account thereunder, as of a date 
within 45 days preceding the date of the Annual Report, and of any other 
fund or account held under the terms of the Bond Indenture not referenced 
in clauses (ii), (iii) or (iv) hereof; 

(v) A table summarizing assessed value-to-lien ratios for the property in the 
Community Facilities District and by Rate and Method of Apportionment 
of Special Taxes land use categories. The assessed values in such table will 
be determined by reference to the value of the parcels within the 
Community Facilities District on which the Special Taxes are levied, as 
shown on the assessment roll of the Orange County Assessor last equalized 
prior to the September 2 next preceding the Annual Report Date. The lien 
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values in such table will include all 2005 Bonds and any refunding bonds 
of the Community Facilities District and all other debt secured by a special 
tax or assessments levied on parcels within the Community Facilities 
District; 

(vi) Information regarding the amount of the annual special taxes levied in the 
Community Facilities District, amount collected, delinquent amounts and 
percent delinquent for the most recently completed fiscal year; 

(vii) Status of foreclosure proceedings of parcels within the Community 
Facilities District, if any, and summary of results of foreclosure sales, if 
applicable; 

(viii) A land ownership summary listing property owners responsible for more 
than 5% of the Special Tax levy as shown on the assessment roll of the 
Orange County Assessor last equalized prior to the September 30 next 
preceding the Annual Report Date, a summary of the Special Taxes levied 
on the property within the Community Facilities District owned by such 
property owners, and the assessed value of such property, as shown on such 
assessment roll; 

(ix) Concerning delinquent parcels as of the immediately preceding November I 
(if applicable); 

• number of parcels in Community Facilities District delinquent in 
payment of Special Tax, 

• total of such delinquency and percentage of delinquency in relation 
to total Special Tax levy, 

• status of the actions taken by the School District and/or the 
Community Facilities District related to any foreclosure 
proceedings upon delinquent properties within the Community 
Facilities District. 

(x) identity of any delinquent taxpayer obligated for greater than 5% of the 
annual Special Tax levy as of the immediately preceding November I, if 
applicable, plus; 

• assessed value of applicable properties, and 

• summary of results of foreclosure sales, if available. 

(xi) a copy of any report for or concerning the Community Facilities District as 
of the immediately preceding October 31 required under State law; and 

(xii) Any changes to the Rate and Method of Apportionment of Special Tax of 
the Community Facilities District approved or submitted to the qualified 
electors of the Community Facilities District for approval prior to the filing 
of the Annual Report. 
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( c) In addition to any of the information expressly required to be provided under 
paragraphs (a) and (b) of this Section, the Conununity Facilities District shall provide such further 
information, if any, as may be necessary to make the required statements required under 4(b ), in the 
light of the circumstances under which they are made, not misleading for purposes of applicable 
federal securities laws. 

Any or all of the items listed above may be included by specific reference to other 
documents, including official statements of debt issues of the Conununity Facilities District or 
related public entities, which have been submitted to each of the Repositories or the Securities and 
Exchange Commission. If the document included by reference is a final official statement, it must 
be available from the Municipal Securities Rulemaking Board. The Conununity Facilities District 
shall clearly identify each such other document so included by reference. 

A form ofinformation cover sheet for municipal secondary market disclosure reconunended 
by the Municipal Securities Rulemaking Board is attached as Exhibit B. 

Section 5. Reporting of Significant Events. 

(a) Pursuant to the provisions of this Section 5, the Community Facilities District shall 
give, or cause to be given, notice of the occurrence of any of the following events with respect to the 
2005 Bonds and any refunding bonds, if material: 

(i) Principal and interest payment delinquencies; 

(ii) Non-payment related defaults; 

( iii) Unscheduled draws on debt service reserves reflecting fmancial 
difficulties; 

(iv) Unscheduled draws on credit enhancements reflecting fmancial 
difficulties; 

(v) Substitution of credit or liquidity providers, or their failure to perform; 

(vi) Adverse tax opinions or events affecting the tax-exempt status of the 
security; 

(vii) Modifications to rights of security holders; 

(viii) Contingent or unscheduled bond calls; 

(ix) Defeasances; 

(x) Release, substitution, or sale of property securing repayment of the 
securities; and 

(xi) Rating changes. 

(b) The Fiscal Agent shall, within five business days of obtaining actual knowledge of 
the occurrence of any of the Listed Events, contact the Disclosure Representative, inform such person 
of the event, and request that the Community Facilities District promptly notify the Dissemination 

F-5 



Agent in writing whether or not to report the event pursuant to subsection (f). For purposes of this 
Disclosure Agreement, "actual knowledge" of the occurrence of the Listed Events described under 
clauses (ii), (iii), (vi), (x) and (xi) above shall mean actual knowledge by an officer at the corporate 
trust office of the Fiscal Agent. The Fiscal Agent shall have no responsibility for determining the 
materiality of any of the Listed Events. 

(c) Whenever the Community Facilities District obtains knowledge of the occurrence 
of a Listed Event, whether because of a notice from the Fiscal Agent pursuant to subsection (b) or 
otherwise, the Community Facilities District shall as soon as possible determine if such event would 
be material under applicable Federal securities law. 

(d) If the Community Facilities District determines that knowledge of the occurrence 
of a Listed Event would be material under applicable federal securities law, the Community Facilities 
District shall promptly notify the Dissemination Agent in writing. Such notice shall instruct the 
Dissemination Agent to report the occurrence pursuant to subsection (f). The Community Facilities 
District shall provide the Dissemination Agent with a form of notice of such event in a format 
suitable for reporting to the Municipal Securities Rulemaking Board and each State Repository, if 
any. 

( e) If in response to a request under subsection (b ), the Community Facilities District 
determines that the Listed Event would not be material under applicable federal securities law, the 
Community Facilities District shall so notify the Dissemination Agent in writing and instruct the 
Dissemination Agent not to report the occurrence pursuant to subsection (f). 

(f) If the Dissemination Agent has been instructed by the Community Facilities District 
to report the occurrence of a Listed Event, the Dissemination Agent shall file a notice of such 
occurrence with the Municipal Securities Rulemaking Board and each State Repository and shall 
provide a copy of such notice to the Participating Underwriter. Notwithstanding the foregoing, notice 
of Listed Events described in subsections (a)(viii) and (ix) need not be given under this subsection 
any earlier than the notice (if any) of the underlying event is given to owners of affected 2005 Bonds 
pursuant to the Bond Indenture. 

Section 6. Termination of Reoorting Obligation. All of the Community Facilities District's 
obligations hereunder shall terminate upon the earliest to occur of (i) the legal defeasance of the 2005 Bonds, 
(ii) prior redemption of the 2005 Bonds or (iii) payment in full of all the 2005 Bonds. If such determination 
occurs prior to the final maturity of the 2005 Bonds, the Community Facilities District shall give notice of 
such termination in the same manner as for a Listed Event under Section 5(f). 

Section 7. Dissemination Agent. The Community Facilities District may, from time to time, appoint 
or engage a Dissemination Agent to assist in carrying out its obligations under this Disclosure Agreement, 
and may discharge any such Agent, with or without appointing a successor Dissemination Agent. The initial 
Dissemination Agent shall be David Taussig & Associates, Inc. The Dissemination Agent may resign by 
providing thirty days' written notice to the Community Facilities District and the Fiscal Agent (if the Fiscal 
Agent is not the Dissemination Agent). The Dissemination Agent shall have no duty to prepare the Annual 
Report nor shall the Dissemination Agent be responsible for filing any Annual Report not provided to it by 
the Community Facilities District in a timely manner and in a form suitable for filing. 

Section 8. Amendment Waiver. Notwithstanding any other provision of this Disclosure Agreement, 
the Community Facilities District, the Fiscal Agent and the Dissemination Agent may amend this Disclosure 
Agreement (and the Fiscal Agent and the Dissemination Agent shall agree to any amendment so requested 
by the Community Facilities District, so long as such amendment does not adversely affect the rights or 
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obligations of the Fiscal Agent or the Dissemination Agent), and any provision of this Disclosure Agreement 
may be waived, provided that the following conditions are satisfied: 

(a) if the amendment or waiver relates to the provisions of Sections 3(a), 4 or 5(a), it 
may only be made in connection with a change in circumstances that arises from a change in legal 
requirements, change in law, or change in the identity, nature, or status of an obligated person with 
respect to the 2005 Bonds, or type of business conducted; 

(b) the undertakings herein, as proposed to be amended or waived, would, in the opinion 
of nationally recognized bond counsel, have complied with the requirements of the Rule at the time 
of the primary offering of the 2005 Bonds, after taking into account any amendments or 
interpretations of the Rule, as well as any change in circumstances; and 

( c) the proposed amendment or waiver either (i) is approved by owners of the 2005 
Bonds in the manner provided in the Bond Indenture for amendments to the Bond Indenture with 
the consent of owners or (ii) does not, in the opinion of nationally recognized bond counsel, 
materially impair the interests of the owners or beneficial owners of the 2005 Bonds. 

If the annual fmancial information or operating data to be provided in the Annual Report is amended 
pursuant to the provisions hereof, the first annual fmancial information filed pursuant hereto containing the 
amended operating data or financial information shall explain, in narrative form, the reasons for the 
amendment and the impact of the change in the type of operating data or fmancial information being 
provided. 

If an amendment is made to the undertaking specifying the accounting principles to be followed in 
preparing financial statements, the annual fmancial information for the year in which the change is made shall 
present a comparison between the fmancial statements or information prepared on the basis of the new 
accounting principles and those prepared on the basis of the former accounting principles. The comparison 
shall include a qualitative discussion of the differences in the accounting principles and the impact of the 
change in the accounting principles on the presentation of the fmancial information in order to provide 
information to investors to enable them to evaluate the ability of the Community Facilities District to meet 
its obligations. To the extent reasonably feasible, the comparison shall be quantitative. A notice of the 
change in the accounting principles shall be sent to the Repositories in the same manner as for a Listed Event 
under Section 5(f). 

Section 9. Additional Information. Nothing in this Disclosure Agreement shall be deemed to prevent 
the Community Facilities District from disseminating any other information, using the means of dissemination 
set forth in this Disclosure Agreement or any other means of communication, or including any other 
information in any Annual Report or notice of occurrence of a Listed Event, in addition to that which is 
required by this Disclosure Agreement. If the Community Facilities District chooses to include any 
information in any Annual Report or notice of occurrence of a Listed Event in addition to that which is 
specifically required by this Disclosure Agreement, the Community Facilities District shall have no obligation 
under this Disclosure Agreement to update such information or include it in any future Annual Report or 
notice of occurrence of a Listed Event. 

Section 10. Default. In the event of a failure of the Community Facilities District, the Fiscal Agent 
or the Dissemination Agent to comply with any provision of this Disclosure Agreement, the Fiscal Agent may 
( and, at the written direction of any Participating Underwriter or the owners of at least 25% aggregate 
principal amount of Outstanding 2005 Bonds, shall, upon receipt of indemnification reasonably satisfactory 
to the Fiscal Agent), any owner or beneficial owner of the 2005 Bonds may, take such actions as may be 
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necessary and appropriate, including seeking mandate or specific performance by court order, to cause the 
Community Facilities District, the Fiscal Agent or the Dissemination Agent to comply with its obligations 
under this Disclosure Agreement. A default under this Disclosure Agreement shall not be deemed an Event 
of Default under the Bond Indenture, and the sole remedy under this Disclosure Agreement in the event of 
any failure of the Community Facilities District, the Fiscal Agent or the Dissemination Agent to comply with 
this Disclosure Agreement shall be an action to compel performance. Neither the Fiscal Agent nor the 
Dissemination Agent shall have any liability to the owners of the Bonds or any other party for monetary 
damages or financial liability of any kind whatsoever relating to or arising from this Disclosure Agreement. 

Section 11. Duties, Immunities and Liabilities of Fiscal Agent and Dissemination Agent. 
Section 7.4 of the Bond Indenture is hereby made applicable to this Disclosure Agreement as if this 
Disclosure Agreement were (solely for this purpose) contained in the Bond Indenture, and the Fiscal Agent 
and the Dissemination Agent shall be entitled to the protections, limitations from liability and indemnities 
afforded to the Fiscal Agent thereunder. The Dissemination Agent and the Fiscal Agent shall have only such 
duties hereunder as are specifically set forth in this Disclosure Agreement. This Disclosure Agreement does 
not apply to any other securities issued or to be issued by the Community Facilities District. The 
Dissemination Agent shall have no obligation to make any disclosure concerning the 2005 Bonds, the 
Community Facilities District or any other matter except as expressly set out herein, provided that no 
provision of this Disclosure Agreement shall limit the duties or obligations of the Fiscal Agent under the 
Bond Indenture. The Dissemination Agent shall have no responsibility for the preparation, review, form or 
content of any Annual Report or any notice of a Listed Event. The fact that the Fiscal Agent has or may have 
any banking, fiduciary or other relationship with the Community Facilities District or any other party, apart 
from the relationship created by the Bond Indenture and this Disclosure Agreement, shall not be construed 
to mean that the Fiscal Agent has knowledge or notice of any event or condition relating to the 2005 Bonds 
or the Community Facilities District except in its respective capacities under such agreements. No provision 
of this Disclosure Agreement shall require or be construed to require the Dissemination Agent to interpret 
or provide an opinion concerning any information disclosed hereunder. Information disclosed hereunder by 
the Dissemination Agent may contain such disclaimer language concerning the Dissemination Agent's 
responsibilities hereunder with respect thereto as the Dissemination Agent may deem appropriate. The 
Dissemination Agent may conclusively rely on the determination of the Community Facilities District as to 
the materiality of any event for purposes of Section 5 hereof. Neither the Fiscal Agent nor the Dissemination 
Agent make any representation as to the sufficiency of this Disclosure Agreement for purposes of the Rule. 
The Dissemination Agent and the Fiscal Agent shall be paid compensation by the Community Facilities 
District for their services provided hereunder and the Community Facilities District further agrees to pay the 
Fiscal Agent compensation for its services as dissemination agent and Fiscal Agent under the Lennar KFPLB, 
LLC Continuing Disclosure Agreement dated as of August 1, 2005, by and among Lennar KFPLB, LLC, the 
Fiscal Agent and The Bank of New York Trust Company, N.A., as dissemination agent therein, in each case 
in accordance with their respective schedule of fees, as amended from time to time, and all expenses, legal 
fees and advances made or incurred by the Dissemination Agent and the Fiscal Agent in the performance of 
their duties hereunder and thereunder. The Community Facilities District's obligations under this Section 
shall survive the termination of this Disclosure Agreement. 

Section 12. Beneficiaries. The Participating Underwriter and the owners and beneficial owners from 
time to time of the 2005 Bonds shall be third party beneficiaries under this Disclosure Agreement. This 
Disclosure Agreement shall inure solely to the benefit of the Community Facilities District, the Fiscal Agent, 
the Dissemination Agent, the Participating Underwriter and owners and beneficial owners from time to time 
of the 2005 Bonds, and shall create no rights in any other person or entity. 
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Section 13. Notices. Any notice or communications to or among any of the parties to this Disclosure 
Agreement shall be given to all of the following and may be given as follows: 

If to the Community 
Facilities District: 

Ifto the 
Dissemination 
Agent: 

Ifto the 
Fiscal Agent: 

Ifto the 
Participating 
Underwriter: 

Community Facilities District No. 2004-1 of the 
Santa Ana Unified School District 
1601 East Chestnut Avenue 
Santa Ana, California 92701-6322 
Telephone: (714) 558-5826 
Telecopier: (714) 558-5601 
Attention: Assistant Superintendent, Business Services 

David Taussig & Associates, Inc. 
130 I Dove Street, Suite 600 
Newport Beach, California 92660 
Telephone: (949) 955-1500 
Telecopier: (949) 955-1590 

The Bank of New York Trust Company, N.A. 
700 South Flower Street, Suite 500 
Los Angeles, California 90017-4104 
Telephone: (213) 630-6249 
Telecopier: (213) 630-6210 
Attention: Corporate Trust Department 

Stone & Youngberg LLC 
One Ferry Building 
San Francisco, California 94111 
Telephone: (415) 445-2300 
Telecopier: (415) 445-2395 
Attention: Municipal Research Department 

Section 14. Future Determination of Obligated Persons. In the event the Securities Exchange 
Commission amends, clarifies or supplements the Rule in such a manner that requires any landowner within 
the Community Facilities District to be an obligated person as defined in the Rule, nothing contained herein 
shall be construed to require the Community Facilities District to meeting the continuing disclosure 
requirements of the Rule with respect to such obligated person and nothing in this Disclosure Agreement shall 
be deemed to obligate the Community Facilities District to disclose information concerning any owner ofland 
within the Community Facilities District except as required as part of the information required to be disclosed 
by the Community Facilities District pursuant to Section 4 and Section 5 hereof. 

Section 15. Severability. In case any one or more of the provisions contained herein shall for any 
reason be held to be invalid, illegal or unenforceable in any respect, such invalidity, illegality or 
unenforceability shall not affect any other provision hereof. 

Section 16. State of California Law Governs. The validity, interpretation and performance of this 
Disclosure Agreement shall be governed by the laws of the State of California. 
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Section 17. Counterparts. This Disclosure Agreement may be executed in several counterparts, each 
of which shall be an original and all of which shall constitute but one and the same instrument. 

Section 18. Merger. Any person succeeding to all or substantially all of the Dissemination Agent's 
corporate trust business shall be the successor Dissemination Agent without the filing of any paper or any 
further act. 

IN WITNESS WHEREOF, the parties hereto have executed this Disclosure Agreement as of the 
date first above written. 

SANTA ANA UNIFIED SCHOOL DISTRICT, 
on behalf of Community Facilities District No. 2004-1 
of the Santa Ana Unified School District 

Authorized Officer 

THE BANK OF NEW YORK TRUST COMP ANY, 
N.A, as Fiscal Agent 

Authorized Officer 

DAVID TAUSSIG & ASSOCIATES, INC. 
as Dissemination Agent 

Authorized Officer 
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EXHIBIT A 

NOTICE TO MUNICIPAL SECURITIES RULEMAKING BOARD 
OF FAILURE TO FILE SEMI-ANNUAL REPORT 

Name oflssuer: 

Name of Bond Issue: 

Date oflssuance: 

Community Facilities District No. 2004-1 of the Santa Ana Unified School 
District 

Community Facilities District No. 2004-1 of the Santa Ana Unified School 
District (Central Park Project) 2005 Special Tax Bonds 

September 14, 2005 

NOTICE IS HEREBY GIVEN that Community Facilities District No. 2004-1 of the Santa Ana Unified 
School District (the "Community Facilities District") has not provided an Annual Report with respect to the 
above-named Bonds as required by the Continuing Disclosure Agreement, dated as of August 1, 2005, by and 
among the Community Facilities District, The Bank of New York Trust Company, N.A., as Fiscal Agent and 
David Taussig & Associates, as Dissemination Agent. [The Community Facilities District anticipates that 
the Annual Report will be filed by . ] 

Dated: , 20 
-----

cc: Community Facilities District No. 2004-1 
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EXHIBITB 

MUNICIPAL SECONDARY MARKET DISCLOSURE 
INFORMATION COVER SHEET 

Municipal Secondary Market Disclosure 
Information Cover Sheet 
This cover sheet should be sent with all submissions made to the Municipal Securities Rulemak::ing Board, Nationally Recognized 
Municipal Securities Information Repositories, and any applicable State Information Depository, whether the filing is voluntary or 
made pursuant to Securities and Exchange Commission Rule 15c2-12 or any analogous state statute. 

See www.sec.gov/info/municipal/nrmsir.htm for list of current NRMSIRs and SIDs 

IF THIS FILING RELATES TO A SINGLE BOND ISSUE: 
Provide name of bond issue exactly as it appears on the cover of the Official Statement 
(please include name of state where Issuer is located): 

$ 11,785,000 
SANTA ANA UNIFIED SCHOOL DISTRICT 

COMMUNITY FACILITIES DISTRICT NO. 2004-1 
(CENTRAL PARK PROJECT) 
2005 SPECIAL TAX BONDS 

(California) 

Provide nine-digit CU SIP® numbers * if available, to which the information relates: 

2008 801166AA7 2016 801166AJ8 

2009 801166AB5 2017 801166AK5 

2010 801166AC3 2018 801166AL3 

2011 801166ADI 2019 801166AM1 

2012 801166AE9 2020 801166AN9 

2013 801166AF6 2025 801166AT6 

2014 801166AG4 2030 801166AU3 

2015 801166AH2 2035 801166A Vl 

IF THIS FILING RELATES TO ALL SECURITIES ISSUED BY THE ISSUER OR ALL SECURITIES OF 
A SPECIFIC CREDIT OR ISSUED UNDER A SINGLE INDENTURE: 

Issuer's Name (please include name of state where Issuer is located): ______________ _ 

Other Obligated Person's Name (if any): _______________________ _ 
(Exactly as it appears on the Official Statement Cover) 

Provide six-digit CU SIP® number(s )*, if available, of Issuer: _________________ _ 

*(Contact CUSIP's Municipal Disclosure Assistance Line at 212.438.6518 for assistance with obtaining the proper CUSIP® numbers.) 

TYPE OF FILING: 
D Electronic (number of pages attached) ______ _ D Paper (number of pages attached) _____ _ 
If information is also available on the Internet, give URL: ___________________ _ 
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WHAT TYPE OF INFORMATION ARE YOU PROVIDING? (Check all that apply) 

A. D Annnal Financial Information and Operating Data pnrsnant to Rnle 15c2-12 
(Financial information and operating data should not be filed with the M SRB.) 

Fiscal Period Covered:-----------------------------------

B. D Audited Financial Statements or CAFR pursuant to Rule 15c2-12 

Fiscal Period Covered: 
-----------------------------------

c. D Notice of a Material Event pursuant to Rule 15c2-12 (Check as appropriate) 

1. 

2. 

3. 

4. 

5. 

D Principal and interest payment delinquencies 

D Non-payment related defaults 

D Unscheduled draws on debt service reserves reflecting 
financial difficulties 

D Unscheduled draws on credit enhancements reflecting 
financial difficulties 

D Substitution of credit or liquidity providers, or their 
failure to perform 

6. 

7. 

8. 

9. 

10 

11. 

D Adverse tax opinions or events affecting the tax
exernpt status of the security 

D Modifications to the rights of security holders 

D Bond calls 

D Defeasances 

D Release, substitution, or sale of property securing 
repayment of the securities 

D Rating changes 

D. D Notice of Failure to Provide Annual Financial Information as Required 

E. D Other Secondary Market Information (Specify): ____________________ _ 

I hereby represent that I am authorized by the issuer or obligor or its agent to distribute this information publicly: 

Issuer Contact: 
Name Title 

---------------------- ----------------------
Employer ___________________________________________ _ 
Address ___________________ City ______ State __ Zip Code _____ _ 
Telephone Fax _____________________ _ 
Email Address Issuer Web Site Address 

--------------

Dissemination Agent Contact, if any: 
Name ______________________ Title ____________________ _ 
Employer ________________________________________ _ 
Address City State __ Zip Code 

--------------------- ------- -------

Telephone Fax 
~~~-------------------

Em ail Address Relationship to Issuer ______________ _ 

Obligor Contact, if any: 
Name ______________________ Title ____________________ _ 
Employer ___________________________________________ _ 
Address ___________________ City ______ State __ Zip Code _____ _ 
Telephone Fax _____________________ _ 
Email Address Obligor Web site Address 

-------------

Investor Relations Contact, if any: 
Name Title 

--------------------- ----------------------
Telephone Email Address 

------------------
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APPENDIXG 

FORM OF LENNAR KFPLB, LLC 
CONTINUING DISCLOSURE AGREEMENT 

This CONTINUING DISCLOSURE AGREEMENT (this "Disclosure Agreement") is executed and 
entered into as of August 1, 2005, by and between The Bank of New York Trust Company, N.A., a national 
banking association organized and existing under and by virtue of the laws of the United States of America 
(the "Bank"), in its capacity as dissemination agent (the "Dissemination Agent") and in its capacity as Fiscal 
Agent (the "Fiscal Agent") with respect to the Community Facilities District No. 2004-1 of the Santa Ana 
Unified School District (Central Park Project) 2005 Special Tax Bonds (the "2005 Bonds"), and Lennar 
KFPLB, LLC, a Delaware limited liability company (the "Developer"); 

Section 1. Purpose of the Disclosure Agreement. This Disclosure Agreement is being executed and 
delivered by the Developer for the benefit of the owners and beneficial owners of the 2005 Bonds. 

Section 2. Defmitions. In addition to the definitions set forth above and in the Bond Indenture, 
which apply to any capitalized term used in this Disclosure Agreement unless otherwise defined in this 
Section, the following capitalized terms shall have the following meanings: 

"Affiliate" of another Person means (a) a Person directly or indirectly owning, controlling or holding, 
with power to vote, 15% or more of the outstanding voting securities of such other Person, (b) any Person, 
15% or more of whose outstanding voting securities are directly or indirectly owned, controlled or held with 
power to vote by such other Person, and (c) any Person directly or indirectly controlling, controlled by or 
under common control with such other Person. For purposes hereof, "control" means the power to exercise 
a controlling influence over the management or policies of a Person, unless such power is solely the result 
of an official position with such Person. 

"Assumption Agreement" means an undertaking of a Major Developer, or an Affiliate thereof, the 
Dissemination Agent, and the Fiscal Agent, for the benefit of the owners and beneficial owners of the 2005 
Bonds containing terms substantially similar to this Disclosure Agreement (as modified for such Major 
Developer's development and financing plans with respect to the Community Facilities District), whereby 
such Major Developer or Affiliate agrees to provide semi-annual reports and notices of significant events, 
setting forth the information described in Sections 4 and 5 hereof, respectively, with respect to the Property 
owned by, or subject to a Land Bank Transaction with, such Major Developer or its Affiliates and agrees to 
indemnify the Dissemination Agent pursuant to a provision substantially in the form of Section 11 hereof. 

"Community Facilities District"means Community Facilities District No. 2004-1 of the Santa Ana 
Unified School District (Central Park Project). 

"Dissemination Agent" means The Bank of New York Trust Company, N.A., or any successor 
Dissemination Agent designated in writing by the Developer, and which has filed with the Developer, the 
Community Facilities District and the Fiscal Agent a written acceptance of such designation, and which is 
experienced in providing dissemination agent services such as those required under this Disclosure 
Agreement. 

"Land Bank Transaction" means a transaction in which the seller of property for fmancing purposes 
transfers property to a separate entity and where the seller has an option to reacquire the property and where 
the seller maintains control of the property. 

"Listed Events" means any of the events listed in Section 5(a) of this Disclosure Agreement. 

"Ma;or Developer" means, as of any Report Date, an owner of land in the Community Facilities 
District responsible in the aggregate for 15% or more of the Special Taxes in the Community Facilities 
District actually levied at any time during the then-current fiscal year. 
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"National Repository" means any Nationally Recognized Municipal Securities Information 
Repository for purposes of the Rule. Information on the National Repositories as of a particular date is 
available on the Securities and Exchange Commission's Internet site at 
www.sec.gov/info/municipal/nrmsir.htm. 

"Official Statement" means the fmal official statement executed by the Community Facilities District 
in connection with the issuance of the 2005 Bonds. 

"Participating Underwriter" means Stone & Youngberg LLC, the original underwriter of the 2005 
Bonds required to comply with the Rule in connection with offering of the 2005 Bonds. 

"Person" means an individual, a corporation, a partnership, a limited liability company, an 
association, a joint stock company, a trust, any unincorporated organization or a government or political 
subdivision thereof. 

"Property" means the property in the Community Facilities District. 

"Report Date" means April I and October I of each calendar year. 

"Repository" means each National Repository and each State Repository, if any. 

"Rule" means Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission under the 
Securities Exchange Act of 1934, as the same may be amended from time to time. 

"Semi-Annual Report" means any Semi-Annual Report provided by the Developer pursuant to, and 
as described in, Sections 3 and 4 of this Disclosure Agreement. 

"Special Taxes" means the special taxes levied on taxable Property within the Community Facilities 
District and used to pay debt service on the 2005 Bonds. 

"State Repository" means any public or private repository or entity designated by the State of 
California as a state repository for the purpose of the Rule and recognized as such by the Securities and 
Exchange Commission. As of the date of this Disclosure Agreement, there is no State Repository. 

Section 3. Provision of Semi-Annual Reports. 

( a) The Developer shall, or upon written direction shall cause the Dissemination Agent 
to, not later than the Report Date, commencing April 1, 2006, provide to each Repository a Semi
Annual Report which is consistent with the requirements of Section 4 of this Disclosure Agreement 
with a copy to the Fiscal Agent (if different from the Dissemination Agent), the Participating 
Underwriter and the Community Facilities District. Not later than 15 Business Days prior to the 
Report Date, the Developer shall provide the Semi-Annual Report to the Dissemination Agent. The 
Developer shall provide a written certification with ( or included as a part of) each Semi-Annual 
Report furnished to the Dissemination Agent, the Fiscal Agent (if different from the Dissemination 
Agent), the Participating Underwriter and the Community Facilities District to the effect that such 
Semi-Annual Report constitutes the Semi-Annual Report required to be furnished by it under this 
Disclosure Agreement. The Dissemination Agent, the Fiscal Agent, the Participating Underwriter 
and the Community Facilities District may conclusively rely upon such certification of the Developer 
and shall have no duty or obligation to review the Semi-Annual Report. The Semi-Annual Report 
may be submitted as a single document or as separate documents comprising a package, and may 
incorporate by reference other information as provided in Section 4 of this Disclosure Agreement. 
The Semi-Annual Report may be provided in electronic format to each Repository and the 
Participating Underwriter and may be provided through the services of a "central post office" 
approved by the Securities and Exchange Commission. For example, any filing under this Disclosure 
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Agreement may be made solely by transmitting such filing to the Texas Municipal Advisory Council 
(the 'MAC") as provided at http://www.disclosureusa.org unless the United States Securities and 
Exchange Commission has withdrawn the interpretive advice in its letter to the MAC dated 
September 7, 2004. The Dissemination Agent shall utilize the reminder system offered by MAC to 
notify the Developer to file its Semi-Annual disclosure reports in addition to the notice provided by 
the Dissemination Agent pursuant to Section 3(b) below. 

(b) If the Dissemination Agent does not receive a Semi-Annual Report by 15 days prior 
to the Report Date, the Dissemination Agent shall send a reminder notice to the Developer that the 
Semi-Annual Report has not been provided as required under Section 3(a) above. The reminder 
notice shall instruct the Developer to determine whether its obligations under this Disclosure 
Agreement have terminated (pursuant to Section 6 below) and, if so, to provide the Dissemination 
Agent with a notice of such termination in the same manner as for a Listed Event (pursuant to 
Section 5 below). If the Developer does not provide, or cause the Dissemination Agent to provide, 
a Semi-Annual Report to the Repositories by the Report Date as required in subsection (a) above, the 
Dissemination Agent shall send a notice to the Municipal Securities Rulemaking Board and 
appropriate State Repository, if any, in substantially the form attached hereto as Exhibit A, with a 
copy to the Fiscal Agent (if other than the Dissemination Agent), the Community Facilities District, 
the Participating Underwriter and the Developer. 

(c) The Dissemination Agent shall: 

(I) determine prior to each Report Date the name and address of each National 
Repository and each State Repository, if any; 

(ii) to the extent the Semi-Annual Report has been furnished to it, file a report 
with the Developer (if the Dissemination Agent is other than the Developer), the Community 
Facilities District and the Participating Underwriter certifying that the Semi-Annual Report 
has been provided pursuant to this Disclosure Agreement, stating the date it was provided 
and listing all the Repositories to which it was provided. 

Section 4. Content of Semi-Annual Reports. The Developer's Semi-Annual Report shall contain or 
incorporate by reference the information set forth in Exhibit B, any or all of which may be included by 
specific reference to other documents, including official statements of debt issues of the Community Facilities 
District or related public entities, which have been submitted to each of the Repositories or the Securities and 
Exchange Commission. If the document included by reference is a final official statement, it must be 
available from the Municipal Securities Rulemaking Board. The Developer shall clearly identify each such 
other document so included by reference. With respect only to the Semi-Annual Report that is required to 
be provided no later than April I of each Fiscal Year, if audited financial statements of the Developer or its 
parent company (the "Financial Statements") are prepared, attach the audited Financial Statements. If such 
audited Financial Statements are not available by the time such Semi-Annual Report is required to be filed, 
the audited Financial Statements, if any, shall be filed as a supplement or amendment to the Semi-Annual 
Report when they become available. Such Financial Statements shall be for the most recently ended fiscal 
year for the entity covered thereby. If the financial information or operating data to be provided in a Semi
Annual Report is amended pursuant to the provisions hereof, the first Semi-Annual Report containing the 
operating data or financial information in accordance with such amendment shall explain, in narrative form, 
the reasons for the amendment and the impact of the change in the type of operating data or financial 
information being provided. 

In addition to any of the information expressly required to be provided in Exhibit B, the Developer's 
Semi-Annual Report shall include such further information, if any, as may be necessary to make the 
specifically required statements, in the light of the circumstances under which they are made, not misleading. 

A form of information cover sheet for municipal secondary market disclosure recommended by the 
Municipal Securities Rulemaking Board is attached as Exhibit C. 
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Section 5. Reporting of Significant Events. 

(a) The Developer shall give, or cause to be given, notice of the occurrence of any of 
the following Listed Events, if material: 

(i) bankruptcy or insolvency proceedings commenced by or against the 
Developer and, if known, any bankruptcy or insolvency proceedings commenced by or 
against any Affiliate of the Developer that owns, or is subject to a Land Bank Transaction 
with respect to, any portion of the Property; 

(ii) failure of the Developer or if known any Affiliate, to pay any taxes, special 
taxes (including the Special Taxes) or assessments due with respect to the Property owned 
by, or subject to a Land Bank Transaction with, the Developer or an Affiliate, and for which 
either is contractually obligated to pay; 

(iii) filing of a lawsuit against the Developer (based upon proper service of 
process having been accomplished) or, if known, an Affiliate of the Developer, seeking 
damages which could have a significant impact on the Developer's or an Affiliate's ability 
to pay Special Taxes or to sell or develop the Property owned by the Developer or an 
Affiliate or subject to a Land Bank Transaction with the Developer or an Affiliate; 

(iv) material damage to or destruction of any of the improvements on the 
Property owned by the Developer or an Affiliate or subject to a Land Bank Transaction with 
the Developer or an Affiliate; 

(v) any payment default or other material default by the Developer or, if known, 
an Affiliate of the Developer, on any loan with respect to the construction of improvements 
on the Property; 

(vi) any denial or termination of credit, any denial or termination of, or default 
under, any line of credit or loan or any other loss of a source of funds that could have a 
material adverse affect on the Developer's most recently disclosed financing plans or 
development plan or on the ability of the Developer, or if known any Affiliate of the 
Developer that owns any portion of the Property, to pay Special Taxes within the 
Community Facilities District when due; 

(vii) any materially adverse significant amendments to land use entitlements for 
the Developer's or if known an Affiliate's Property; 

(viii) any previously undisclosed governmentally-imposed preconditions to 
commencement or continuation of development on the Developer's or if known an 
Affiliate's Property, if material to the development plan; 

(ix) any previously undisclosed legislative, administrative or judicial challenges 
to development on the Developer's or if known, an Affiliate's Property, if material to the 
development plan; 

(x) any changes, if materially adverse to the development plan, in the alignment, 
design or likelihood of completion of significant public improvements affecting the 
Developer's or if known an Affiliate's Property, including major thoroughfares, sewers, 
water conveyance systems and similar facilities, 

(xi) unless disclosed in a prior semi-annual report, any conveyance by the 
Developer of Property owned by it or subject to a Land Bank Transaction to an entity that 
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is not an Affiliate of the Developer, the result of which conveyance is to cause the transferee 
to become a Major Developer; and 

(b) Whenever the Developer obtains knowledge of the occurrence of a Listed Event, the 
Developer shall as soon as possible determine if such event would be material under applicable 
Federal securities law; and 

(c) If the Developer determines that knowledge of the occurrence of a Listed Event 
would be material under applicable Federal securities law, the Developer shall, or shall cause the 
Dissemination Agent to, promptly file a notice of such occurrence with the Municipal Securities 
Rulemaking Board and each State Repository, if any, with a copy to the Fiscal Agent, the 
Community Facilities District and the Participating Underwriter. 

Section 6. Duration of Reporting Obligation. 

( a) All of the Developer's obligations hereunder shall commence on the date hereof and 
shall terminate ( except as provided in Section 11) on the earliest to occur of the following: 

(i) upon the legal defeasance, prior redemption or payment in full of all the 2005 
Bonds, or 

(ii) at such time as Property owned by the Developer and its Affiliates together with 
Property subject to a Land Bank Transaction with the Developer or its Affiliates is no longer 
responsible for payment of 15% or more of the Special Taxes, or 

(iii) the date on which the Developer prepays in full all of the Special Taxes 
attributable to the Property; 

provided, however, that notwithstanding that the Property owned by, or subject to a Land Bank 
Transaction with, the Developer and its Affiliates is no longer responsible for payment of 15% or 
more of the Special Taxes, in the event the Developer shall transfer any portion of its Property to 
another Person which, taking into account such transfer shall be a Major Developer, the Developer's 
obligations hereunder shall continue with respect to the Property transferred and the other Property 
owned by such Major Developer or subject to a Land Bank Transaction with such Major Developer 
until such time as the transferee shall have assumed the obligations of the Developer hereunder or 
such transferee shall have the disclosure obligations set forth herein with respect to such Property 
pursuant to a Major Developer Continuing Disclosure Agreement executed in connection with 
issuance of the 2005 Bonds or an Assumption Agreement. 

The Developer shall give notice of the termination of its obligations under this Disclosure 
Agreement in the same manner as for a Listed Event under Section 5. 

(b) If a portion of the Property owned by, or subject to a Land Bank Transaction with, 
the Developer or any Affiliate of the Developer, is conveyed to a Person that, upon such conveyance, 
will be a Major Developer, the obligations of the Developer hereunder with respect to the property 
in the Community Facilities District owned by such Major Developer and its Affiliates may be 
assumed by such Major Developer or by an Affiliate thereof and the Developer's obligations 
hereunder will be terminated. In order to effect such assumption, such Major Developer or Affiliate 
shall enter into an Assumption Agreement in form and substance satisfactory to the Community 
Facilities District and the Participating Underwriter. 

Section 7. Dissemination Agent. The Developer may, from time to time, appoint or engage a 
Dissemination Agent to assist the Developer in carrying out its obligations under this Disclosure Agreement, 
and may discharge any such Dissemination Agent, with or without appointing a successor Dissemination 
Agent. The initial Dissemination Agent shall be The Bank of New York Trust Company, N.A.. The 
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Dissemination Agent may resign by providing thirty days' written notice to the Community Facilities District, 
the Developer and the Fiscal Agent. If the Dissemination Agent is other than the Fiscal Agent, the Developer 
shall be responsible for paying the fees and expenses of the Dissemination Agent for its services provided 
hereunder in accordance with its schedule of fees as amended from time to time. If the Dissemination Agent 
is the Fiscal Agent, the Community Facilities District shall be responsible for paying the fees and expenses 
of the Dissemination Agent for its services provided hereunder in accordance with the Dissemination Agent's 
agreement, if any, with the Community Facilities District 

Section 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure Agreement, 
the Developer may amend this Disclosure Agreement, and any provision of this Disclosure Agreement may 
be waived, provided that the following conditions are satisfied (provided, however, that the Dissemination 
Agent shall not be obligated under any such amendment that modifies or increases its duties or obligations 
hereunder without its written consent thereto): 

(a) if the amendment or waiver relates to the provisions of Sections 3(a), 4 or 5(a), it 
may only be made in connection with a change in circumstances that arises from a change in legal 
requirements, change in law, or change in the identity, nature or status of an obligated person, with 
respect to the 2005 Bonds, or type of business conducted; 

(b) the undertakings herein, as proposed to be amended or waived, would, in the opinion 
of nationally recognized bond counsel, have complied with the requirements of the Rule at the time 
of the primary offering of the 2005 Bonds, after taking into account any amendments or 
interpretations of the Rule, as well as any change in circumstances; and 

(c) the proposed amendment or waiver either (i) is approved by owners of the 2005 
Bonds in the manner provided in the Bond Indenture with the consent of owners, or (ii) does not, in 
the opinion of nationally recognized bond counsel, materially impair the interests of the owners or 
beneficial owners of the 2005 Bonds. 

If an amendment is made to the accounting principles followed in preparing the Financial Statements, 
the financial information for the year in which the change is made shall present a comparison between the 
Financial Statements or information prepared on the basis of the new accounting principles and those 
prepared on the basis of the former accounting principles. The comparison shall include a qualitative 
discussion of the differences in the accounting principles and the impact of the change in the accounting 
principles on the presentation of the Financial Statements or information, in order to provide information to 
investors to enable them to evaluate the ability of the Major Developer to generally meet its obligations. To 
the extent reasonably feasible, the comparison shall be quantitative. A qualitative analysis in accordance with 
Generally Accepted Accounting Principles (GAAP) shall be deemed to satisfy this requirement. A notice of 
the change in the accounting principles shall be sent to the Repositories in the same manner as for a Listed 
Event under Section 5 hereof. 

Section 9. Additional Information. Nothing in this Disclosure Agreement shall be deemed to prevent 
the Developer from disseminating any other information, using the means of dissemination set forth in this 
Disclosure Agreement or any other means of communication, or including any other information in any Semi
Annual Report or notice of occurrence of a Listed Event, in addition to that which is required by this 
Disclosure Agreement. If the Developer chooses to include any information in any Semi-Annual Report or 
notice of occurrence of a Listed Event in addition to that which is specifically required by this Disclosure 
Agreement, the Developer shall have no obligation under this Agreement to update such information or 
include it in any future Semi-Annual Report or notice of occurrence of a Listed Event. 

Section 10. Default. In the event of a failure of the Developer to comply with any provision of this 
Disclosure Agreement, the Fiscal Agent shall (upon written direction and only to the extent indemnified to 
its satisfaction from any liability, cost or expense, including fees and expenses of its attorneys), and the 
Participating Underwriter and any owner or beneficial owner of the 2005 Bonds may, take such actions as 
may be necessary and appropriate, including seeking mandate or specific performance by court order, to cause 
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the Developer to comply with its obligations under this Disclosure Agreement. A default under this 
Disclosure Agreement shall not be deemed an Event of Default under the Bond Indenture, and the sole and 
exclusive remedy under this Disclosure Agreement in the event of any failure of the Developer to comply 
with this Disclosure Agreement shall be an action to compel performance. Neither the Developer nor the 
Dissemination Agent shall have any liability to the owners of the Bonds or any other party for monetary 
damages or financial liability of any kind whatsoever relating to or arising from this Disclosure Agreement. 

Section 11. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination Agent 
shall have only such duties as are specifically set forth in this Disclosure Agreement, and the Developer 
agrees to indemnify and save the Dissemination Agent, its officers, directors, employees and agents, harmless 
against any loss, expense and liabilities which it may incur arising out of or in the exercise or performance 
of its powers and duties hereunder, including the reasonable costs and expenses (including attorneys' fees) 
of defending against any such claim of liability, but excluding liabilities, costs and expenses due to the 
Dissemination Agent's, its officers', directors', employees' or agents' negligence or willful misconduct or 
failure to perform its duties hereunder and thereunder. The Dissemination Agent shall have no responsibility 
for the preparation, review, form or content of any Annual Report or any notice of a Listed Event. The 
Dissemination Agent shall have no duty or obligation to review any information provided to it hereunder and 
shall not be deemed to be acting in any fiduciary capacity for the Community Facilities District, the 
Developer, the Fiscal Agent, the 2005 Bondowners, or any other party. The obligations of the Developer 
under this Section shall survive resignation or removal of the Dissemination Agent and payment of the 2005 
Bonds. 

Section 12. Notices. Any notice or communications to be among any of the parties to this Disclosure 
Agreement may be given as follows: 

If to the Community 
Facilities District: 

Ifto the 
Dissemination 
Agent: 

Ifto the 
Fiscal Agent: 

Ifto the 
Participating 
Underwriter: 

Community Facilities District No. 2004-1 of the 
Santa Ana Unified School District (Central Park Project) 
160 I East Chestnut Avenue 
Santa Ana, California 92701-6322 
Telephone: 714/558-5826 
Telecopier: 714/558-5601 
Attention: Assistant Superintendent, Business Services 

The Bank of New York Trust Company, N.A. 
700 South Flower Street, Suite 500 
Los Angeles, California 90017-4104 
Telephone: 213/630-6249 
Telecopier: 213/630-6210 
Attention: Corporate Trust Department 

The Bank of New York Trust Company, N.A. 
700 South Flower Street, Suite 500 
Los Angeles, California 90017-4104 
Telephone: 213/630-6249 
Telecopier: 213/630-6210 
Attention: Corporate Trust Department 

Stone & Youngberg LLC 
One Ferry Building 
San Francisco, California 94111 
Telephone: 415/445-2300 
Telecopier: 415/445-2395 
Attention: Municipal Research Department 
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Ifto the 
Developer: 

Lennar KFPLB, LLC 
25 Enterprise 
Aliso Viejo, California 92656 
Telephone: 949/349-8000 
Telecopier: 949/349-1753 
Attention: Robert Garrison, Director of Urban Development 

Any person may, by written notice to the other persons listed above, designate a different address or 
telephone number(s) to which subsequent notices or communications should be sent. 

Section 13. Beneficiaries. This Disclosure Agreement shall inure solely to the benefit of the 
Community Facilities District, the Developer (its successors and assigns), the Fiscal Agent, the Dissemination 
Agent, the Participating Underwriter and owners and beneficial owners from time to time of the 2005 Bonds, 
and shall create no rights in any other person or entity. All obligations of the Developer hereunder shall be 
assumed by any legal successor to the obligations of the Developer as a result of a sale, merger, consolidation 
or other reorganization. 

Section 14. Counterparts. This Disclosure Agreement may be executed in several counterparts, each 
of which shall be regarded as an original, and all of which shall constitute one and the same instrument. 

Section 15. Merger. Any person succeeding to all or substantially all of the Dissemination Agent's 
corporate trust business shall be the successor Dissemination Agent without the filing of any paper or any 
further act. 

Section 16. Severability. In case any one or more of the provisions contained herein shall for any 
reason be held to be invalid, illegal or unenforceable in any respect, such invalidity, illegality or 
unenforceability shall not affect any other provision hereof. 

Section 17. State of California Law Governs. The validity, interpretation and performance of this 
Disclosure Agreement shall be governed by the laws of the State of California. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK; EXECUTION PAGE FOLLOWS] 
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IN WITNESS WHEREOF, the parties hereto have executed this Disclosure Agreement as of the 
date first above written. 

LENNAR KFPLB, LLC, 
a Delaware limited liability company 

Name: 
Title: 

AGREED AND ACCEPTED: 

THE BANK OF NEW YORK TRUST COMP ANY, N.A., 
as Dissemination Agent 

By: 
Title: 
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Name oflssuer: 

EXHIBIT A 

NOTICE TO MUNICIPAL SECURITIES RULEMAKING BOARD 
OF FAILURE TO FILE SEMI-ANNUAL REPORT 

Community Facilities District No. 2004-1 of the 
Santa Ana Unified School District (Central Park Project) 

Name of Bond Issue: Community Facilities District No. 2004-1 of the 
Santa Ana Unified School District (Central Park Project) 
2005 Special Tax Bonds 

Date oflssuance: September 14, 2005 

NOTICE IS HEREBY GIVEN that Lennar KFPLB, LLC (the "Developer") has not provided 
a Semi-Annual Report with respect to the above-named bonds as required by that certain Continuing 
Disclosure Agreement, dated August 1, 2005. [The Developer(s) anticipate that the Semi-Annual Report will 
be filed by . ] 

Dated: 

DISSEMINATION AGENT: 
The Bank of New York Trust Company, N.A. 

cc: The Bank of New York Trust Company, N.A. 
Community Facilities District No. 2004-1 

of the Santa Ana Unified School District (Central Park Project) 
Lennar Homes of California, Inc 
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EXHIBITB 

SEMI-ANNUAL REPORT 

SANTA ANA UNIFIED SCHOOL DISTRICT 
COMMUNITY FACILITIES DISTRICT NO. 2004-1 

(CENTRAL PARK PROJECT) 
2005 SPECIAL TAX BONDS 

This Semi-Annual Report is hereby submitted under Section 4 of the Developer Continuing 
Disclosure Agreement (the "Disclosure Agreement") dated as of August 1, 2005, executed by the undersigned 
(the "Developer") in connection with the issuance of the above-captioned bonds by Community Facilities 
District No. 2004-1 of the Santa Ana Unified School District (Central Park Project) (the "Community 
Facilities District"). 

Capitalized terms used in this Semi-Annual Report but not otherwise defined have the meanings 
given to them in the Disclosure Agreement. 

I. Developer and Development 

The information in this section is provided as of __________ (this date must be not more 
than 60 days before the date of this Semi-Annual Report). 

A. Property within the Community Facilities District (the "Property") currently owned by, or 
subject to a Land Bank Transaction with, the Developer and its Affiliates: 

Development Name(s) 

Total Lots and Homes 
in the Development 

Owned by, or subject to a 
Land Bank Transaction 
with, Developer and its 

Affiliates 

Acres* 

Lots 
Homes 

Total Homes Completed 
Owned by Developer 

and its Affiliates 

Acres* 

Lots 
Homes 

, 200_J 

Total Homes Sold Owned 
by the Developer 
and its Affiliates 
(Closed Escrow) 

Acres* 

Lots 
Homes 

, 200_J 

Property Sold Owned by, 
or subject to a Land Bank 

Transaction with, the 
Developer and its 
Affiliates (Closed 

Escrow) Since the Last 
Semi-Annual Report 

(Report dated_, 200 _J 

Acres* 

Lots 
Homes 

' For bulk land sales only (excluding sales offinished lots for completed homes.) 

Description of status of commercial and office space owned by, or subject to a Land Bank Transaction with, 
the Developer and its Affiliates. 

B. Status ofland development or home construction activities with regard to the Property owned 
by, or subject to a Land Bank Transaction with, the Developer and its Affiliates: 
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C. Status of final map recordation, building permits and any significant amendments to land use 
or development entitlements, or any significant amendments to land use entitlements with regard to the 
Property owned by, or subject to a Land Bank Transaction with, the Developer and its Affiliates: 

D. Status of any land purchase contracts with regard to the Property owned by, or subject to a 
Land Bank Transaction with, the Developer and its Affiliates, whether acquisition ofland by the Developer 
or its Affiliates or sales of land by the Developer or its Affiliates to other developers ( other than individual 
homeowners). 

E. Any changes, if material, to the development plan, in the alignment, design or likelihood of 
completion of significant public improvements affecting such Developer's or its Affiliate's Property, 
including major thoroughfares, sewers, water conveyance systems and similar facilities. 

IL Legal and Financial Status of Developer 

Unless such information has previously been included or incorporated by reference in a Semi-Annual 
Report, describe any change in the legal structure of the Developer or its Affiliates or the financial condition 
and financing plans of the Developer and its Affiliates that would materially and adversely interfere with their 
ability to complete their proposed development of the Property owned by, or subject to a Land Bank 
Transaction with, the Developer and its Affiliates. With respect only to the Semi-Annual Report that is 
required to be provided no later than April 1 of each Fiscal Year, if audited financial statements of the 
Developer or its parent company (the "Financial Statements") are prepared, attach or incorporate by reference 
to materials on file with the Repositories or Securities and Exchange Commission, the audited Financial 
Statements. If such audited Financial Statements are not available by the time such Semi-Annual Report is 
required to be filed, the audited Financial Statements shall be filed as a supplement or amendment to the 
Semi-Annual Report when they become available, if ever. Such Financial Statements shall be for the most 
recently ended fiscal year for the entity covered thereby. 

III. Change in Development or Financing Plans 

Unless such information has previously been included or incorporated by reference in a Semi-Annual 
Report, describe any development plans or financing plans relating to the Property owned by, or subject to 
a Land Bank Transaction with, the Developer and its Affiliates that are materially different from the proposed 
development and financing plans described in the Official Statement. Describe any change in the provider 
of the Letter of Credit or provide information regarding a cash deposit in lieu of the Letter of Credit 
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IV. Status of Tax Paymeuts 

Describe status of payment of taxes, special taxes (including the Special Taxes) or assessments due 
with respect to the Property owned by, or subject to a Land Bank Transaction with, the Developer and its 
Affiliates. 

V. Official Statemeut Updates 

Unless such information has previously been included or incorporated by reference in a Semi-Annual 
Report, describe any other significant changes in the information relating to the Developer, its Affiliates or 
the Property owned by, or subject to a Land Bank Transaction with, the Developer and its Affiliates contained 
in the Official Statement under the headings "CONTINUING DISCLOSURE-Lennar KFP LB, LLC," "THE 
COMMUNITY FACILITIES DISTRICT - General Information," " - Property Ownership and 
Development,"" -Lennar KFPLB, LLC; Lennar Central Park, LLC; Lennar Homes of California, Inc.," and 
" - The Development Plan" that would materially and adversely interfere with the Developer's and its 
Affiliates' ability to develop and sell the Property as described in the Official Statement. 

VI. Other Material Iuformatiou 

In addition to any of the information expressly required above, provide such further information, if 
any, as may be necessary to make the specifically requrred statements, in the light of the circumstances under 
which they are made, not misleading. 

Certificatiou 

The undersigned Developer hereby certifies that this Semi-Annual Report constitutes the Semi
Annual Report required to be furnished by the Developer under the Continuing Disclosure Agreement, dated 
as of August 1, 2005, executed by the Developer in connection with the issuance of the above-captioned 
bonds. 

ANYOTHERSTATEMENTSREGARDINGTHEDEVELOPER, THEDEVELOPMENTOFTHE 
PROPERTY, THE DEVELOPER'S OR AN AFFILIATE'S FINANCING PLANS OR FINANCIAL 
CONDITION, OR THE 2005 BONDS, OTHER THAN STATEMENTS MADE BY THE DEVELOPER IN 
AN OFFICIAL RELEASE OR NEWSPAPER OF GENERAL CIRCULATION, OR FILED WITH THE 
MUNICIPALSECURITIESRULEMAKINGBOARDORANATIONALLYRECOGNIZEDMUNICIPAL 
SECURITIES INFORMATION REPOSITORY, ARE NOT AUTHORIZED BY THE DEVELOPER. THE 
DEVELOPER IS NOT RESPONSIBLE FOR THE ACCURACY, COMPLETENESS ORF AIRNESS OF 
ANY SUCH UNAUTHORIZED STATEMENTS. 

THE DEVELOPER HAS NO OBLIGATION TO UPDATE THIS SEMI-ANNUAL REPORT 
OTHER THAN AS EXPRESSLY PROVIDED IN THE DISCLOSURE AGREEMENT. 
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Dated: , 20 
----

LENNAR KFPLB, LLC, 
a Delaware limited liability company 

By: -~N~a_m_e-,--------------

Title: 
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EXHIBITC 

MUNICIPAL SECONDARY MARKET DISCLOSURE 
INFORMATION COVER SHEET 

Municipal Secondary Market Disclosure 
Information Cover Sheet 

This cover sheet should be sent \Vl.th all submissions made to the Municipal Securities Rulemak::ing Board, Nationally Recognized 
Municipal Securities Information Repositories, and any applicable State Information Depository, whether the filing is voluntaiy or 
made pursuant to Securities and Exchange Commission rule 15c2-12 or any analogous state statute. 

See www.sec.gov/info/municipal/nrmsir.htm for list of current NRMSIRs and SIDs 

IF THIS FILING RELATES TO A SINGLE BOND ISSUE: 
Provide name of bond issue exactly as it appears on the cover of the Official Statement 
(please include name of state where Issuer is located): 

$11, 785, 000 
SANTA ANA UNIFIED SCHOOL DISTRICT 

COMMUNITY FACILITIES DISTRICT NO. 2004-1 
(CENTRAL PARK PROJECT) 
2005 SPECIAL TAX BONDS 

(California) 

Provide nine-digit CU SIP® numbers * if available, to which the information relates: 

2008 801166AA7 2016 801166AJ8 

2009 801166AB5 2017 801166AK5 

2010 801166AC3 2018 801166AL3 

2011 801166ADI 2019 801166AM1 

2012 801166AE9 2020 801166AN9 

2013 801166AF6 2025 801166AT6 

2014 801166AG4 2030 801166AU3 

2015 801166AH2 2035 801166AV1 

IF THIS FILING RELATES TO ALL SECURITIES ISSUED BY THE ISSUER OR ALL SECURITIES OF 
A SPECIFIC CREDIT OR ISSUED UNDER A SINGLE INDENTURE: 

Issuer's Name (please include name of state where Issuer is located): __ _ 

Other Obligated Person's Name (if any): 
(Exactly as it appears on the Official Statement Cover) 

Provide six-digit CU SIP® number(s )*, if available, of Issuer: 

*(Contact CUSIP®'s Municipal Disclosure Assistance Line at 212.438.6518 for assistance with obtaining the proper CUSIP® numbers.) 

TYPE OF FILING: 
D Electronic (number of pages attached) D Paper (number of pages attached) 

If information is also available on the Internet, give URL: 

WHAT TYPE OF INFORMATION ARE YOU PROVIDING? (Check all that apply) 

A. D Annual Financial Information and Operating Data pursuant to Rule 15c2-12 
(Financial information and operating data should not be filed \Vl.th the MSRB.) 

Fiscal Period Covered:---------------------------------
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B. D Audited Financial Statements or CAFR pursuant to Rule 15c2-12 

Fiscal Period Covered:-------------------------------------

c. D Notice of a Material Event pursuant to Rule 15c2-12 (Check as appropriate) 

1. 

2. 

3. 

4. 

5. 

D Principal and interest payment delinquencies 6. 

D Non-payment related defaults 7. 
D Unscheduled draws on debt service reserves 8. 
reflecting financial difficulties 

D Unscheduled draws on credit enhancements 9. 
reflecting financial difficulties 

D Substitution of credit or liquidity providers, or their 10. 
failure to perform 

11. 

D Adverse tax opinions or events affecting the tax.
exempt status of the security 

D Modifications to the rights of security holders 
D Bond calls 

D Defeasances 

D Release, substitution, or sale of property securing 
repayment of the securities 

D Rating changes 

D. D Notice of Failure to Provide Annual Financial Information as Required 

E. D Other Secondary Market Information (Specify): _________________________ _ 

I hereby represent that I am authorized by the issuer or obligor or its agent to distribute this information publicly: 

Issuer Contact: 
Name Title Emplo-y-er_____________________ ---------------------

Address City State __ Zip Code 
Telephone Fax ------
Email Address Issuer Web Site Address 

--------------

Dissemination Agent Contact, if any: 
Name ______________________ Title ____________________ _ 
Employer 
Address -------------------~C~rt-y------,S~t-at~e-_-_-_-_·z~i-p'C'o-d'e _____ _ 

Telephone Fax Email Addr'-es_s ___________________ Relacti_o_n'sh'i-p-t'o']'s-su_e_r ______________ _ 

Obligor Contact, if any: 
Name Title Emplo-y-er_____________________ ---------------------

Address City State __ Zip Code 
Telephone Fax ------
Email Address Obligor Web site Address 

-------------

Investor Relations Contact, if any: 
Name ______________________ Title~~~------------------
Telephone Email Address 

-----------------
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APPENDIXH 

FORM OF OPINION OF BOND COUNSEL 

Upon delivery of the 2005 Bonds, Stradling Yocca Carlson & Rauth, Newport Beach, California, 
Bond Counsel to Community Facilities District No. 2004-1 of the SantaAna Unified School District (Central 
Park Pro;ect), proposes to render their final approving opinion with respect to the 2005 Bonds in 
substantially the following form: 

Community Facilities District No. 2004-1 
of the Santa Ana Unified School District 

Santa Ana, California 

[Date of Delivery] 

Re: $11, 785, 000 Community Facilities District No. 2004-1 of the Santa Ana Unified 
School District (Central Park Pro;ect) 2005 Special Tax Bonds 

Ladies and Gentlemen: 

We have examined the Constitution and the laws of the State of California, a certified record of the 
proceedings of the Santa Ana Unified School District taken in connection with the formation of Community 
Facilities District No. 2004-1 of the Santa Ana Unified School District (Central Park Project) (the "District'') 
and the authorization and issuance of the District's 2005 Special Tax Bonds in the aggregate principal amount 
of $11, 785,000 (the "2005 Bonds'') and such other information, certificates, opin10ns and documents as we 
consider necessary to render this opinion. We have assumed the genuineness of all documents and signatures 
presented to us, the authenticity of documents submitted to us as originals and the conformity to originals of 
documents submitted as copies. In rendering this opinion, we have relied upon certain representations of fact 
and certifications made by the District, the initial purchasers of the 2005 Bonds and others. We have not 
undertaken to verify through independent investigation the accuracy of the representations and certifications 
relied upon by us. 

The 2005 Bonds have been issued pursuant to the Mello-Roos Community Facilities Act of 1982, 
as amended (comprising Chapter 2.5 of Part I of Division 2 of Title 5 of the Government Code of the State 
of California), and that certain Bond Indenture, dated as of August I, 2005 (the "Bond Indenture"), by and 
between the District and The Bank of New York Trust Company, N.A., as Fiscal Agent (the "Fiscal Agent"). 
All capitalized terms not defined herein shall have the meanings set forth in the Bond Indenture. 

The 2005 Bonds are dated the date of delivery and mature on the dates and in the amounts set forth 
in the Bond Indenture. The 2005 Bonds bear interest payable semiannually on each March I and 
September I, commencing on March I, 2006, at the rates per annum set forth in the Bond Indenture. The 
2005 Bonds are registered bonds in the form set forth in the Bond Indenture, redeemable in the amounts, at 
the times and in the manner provided for in the Bond Indenture. 

Based upon our examination of the foregoing, and in reliance thereon and on all matters of fact as 
we deem relevant under the circumstances, and upon consideration of applicable laws, we are of the opinion 
that: 

(I) The 2005 Bonds have been duly and validly authorized by the District and are legal, valid 
and binding limited obligations of the District, enforceable m accordance with their terms and the terms of 
the Bond Indenture, except to the extent that enforceability may be limited by bankruptcy, insolvency, 
reorganization, moratorium, fraudulent conveyance or transfer or other laws affecting creditors' rights 
generally, by the exercise of judicial discretion in accordance with general principles of equity or otherwise 
m appropriate cases and by limitations on remedies against public agencies in the State of California. The 
2005 Bonds are limited obligations of the District but are not a debt of the School District, the State of 
California or any other political subdivision thereof within the meaning of any constitutional or statutory 
limitation, and, except for the Special Taxes pledged by the District, neither the faith and credit nor the taxing 
power of the School District, the State of California, or any of its political subdivisions is pledged for the 
payment thereof. 
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(2) The execution and delivery of the Bond Indenture has been duly authorized by the District, 
and the Bond Indenture is valid and binding upon the District and is enforceable m accordance with its terms, 
except to the extent that enforceability may be limited by bankruptcy, insolvency, reorganization, 
moratorium, fraudulent conveyance or transfer or other similar laws affecting creditors' nghts generally, by 
the exercise of judicial discretion in accordance with general principles of equity or otherwise in appropriate 
cases and by limitations on remedies against public agencies in the State of California; provided, however, 
we express no opinion as to the enforceability of the covenant of the District contained in the Bond Indenture 
to levy Special Taxes for the payment of Administrative Expenses or as to any indemnification, contribution, 
choice of law, choice of forum, penalty or waiver provisions contained therein. 

(3) The Indenture creates a valid pledge of that which the Bond Indenture purports to pledge, 
subject to the provisions of the Bond Indenture, except to the extent that enforceability of the Bond Indenture 
may be limited by bankruptcy, insolvency, reorganization, moratorium, fraudulent conveyance and other 
similar laws affecting creditors' rights generally, by the exercise of judicial discretion in accordance with 
general principles of equity or otherwise in appropriate cases and by the limitations on legal remedies against 
public agencies in the State of California. 

( 4) Under existing statutes, regulations, rulings and judicial decisions, interest ( and original issue 
discount) on the 2005 Bonds 1s excluded from gross income for federal income tax purposes and is not an 
item of tax preference for purposes of calculating the federal alternative minimum tax imposed on individuals 
and corporations; however, it should be noted that, with respect to corporations, such interest (and original 
issue discount) will be included as an adjustment in the calculation of alternative minimum taxable income, 
which may affect the alternative minimum tax liability of corporations. 

(5) Interest ( and original issue discount) on the 2005 Bonds is exempt from State of California 
personal income tax. 

(6) The difference between the issue price of a Bond (the first price at which a substantial amount 
of the 2005 Bonds of a maturity are to be sold to the public) and the stated redemption price at maturity with 
respect to such Bond constitutes original issue discount. Original issue discount accrues under a constant 
yield method, and original issue discount will accrue to a Bond owner before receipt of cash attributable to 
such excludable income. The amount of original issue discount deemed received by a Bond owner will 
increase the Bond owner's basis in the applicable Bond. Original issue discount that accrues for the Bond 
owner is excluded from the gross income of such owner for federal income tax purposes, is not an item of 
tax preference for purposes of calculating the federal alternative minimum tax unposed on individuals or 
corporations ( as described in paragraph 4 above) and is exempt from State of California personal income tax. 

(7) The amount by which a Bond owner's original basis for determining loss on sale or exchange 
in the applicable Bond (generally the purchase price) exceeds the amount payable on maturity ( or on an 
earlier call date) constitutes amortizable Bond premium which must be amortized under Section 171 of the 
Code; such amortizable Bond premium reduces the Bond owner's basis in the applicable Bond (and the 
amount of tax-exempt interest received), and is not deductible for federal income tax purposes. The basis 
reduction as a result of the amortization of Bond premium may result in a Bond owner realizing a taxable gain 
when a Bond is sold by the owner for an amount equal to or less ( under certain circumstances) than the 
original cost of the Bond to the owner. 

The opinions expressed in paragraphs (4) and (6) above as to the exclusion from gross income for 
federal income tax purposes of interest (and original issue discount) on the 2005 Bonds are subject to the 
condition that the District complies with all requirements of the Internal Revenue Code of 1986, as amended 
(the "Code"), that must be satisfied subsequent to the issuance of the 2005 Bonds to assure that such interest 
(and original issue discount) will not become includable in gross income for federal income tax purposes. 
Failure to comply with such requirements of the Code might cause interest (and original issue discount) on 
the 2005 Bonds to be included in gross income for federal income tax purposes retroactive to the date of 
issuance of the 2005 Bonds. The District has covenanted to comply with all such requirements. Except as 
set forth in paragraphs ( 4), (5), (6) and (7) above, we express no opinion as to any tax consequences related 
to the 2005 Bonds. 

Certain agreements, requirements and procedures contained or referred to in the Bond Indenture and 
the Tax Certificate executed by the District with respect to the 2005 Bonds may be changed and certain 
actions may be taken or omitted, under the circumstances and subject to the terms and conditions set forth 
in such documents. We express no opinion as to the exclusion of interest (and original issue discount) on the 
2005 Bonds from gross income for federal income tax purposes on and after the date on which any such 
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change occurs or action is taken or omitted upon the advice or approval of counsel other than Stradling Y occa 
Carlson & Rauth, a Professional Corporation. 

We are admitted to the practice of law only in the State of California and our opinion is limited to 
matters governed by the laws of the State of California and federal law. We assume no responsibility with 
respect to the applicability or the effect of the laws of any other jurisdiction and express no opinion as to the 
enforceability of the choice of law provisions contained in the Bond Indenture. 

The opinions expressed herein are based upon an analysis of existing statutes, regulations, rulings 
and judicial decisions and cover certain matters not directly addressed by such authorities. We call attention 
to the fact that the foregoing opinions may be affected by actions taken ( or not taken) or events occurring ( or 
not occurring) after the date hereof. We have not undertaken to determine, or to inform any person, whether 
such actions or events are taken ( or not taken) or do occur ( or do not occur). Our engagement with respect 
to the 2005 Bonds terminates upon their issuance, and we disclaim any obligation to update the matters set 
forth herein. 

We express no opinion herein as to the accuracy, completeness or sufficiency of the Official 
Statement or other offering material, if any, relating to the 2005 Bonds and expressly disclaim any duty to 
advise the owners of the 2005 Bonds with respect to the matters contained in the Official Statement or other 
offering material relating to the 2005 Bonds. 

Respectfully submitted, 
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APPENDIX I 

BOOK-ENTRY SYSTEM 

The followingdescrzption of the procedures and record keeping with respect to beneficial ownershzp 
interests in the 2005 Bonds, payment of princzpal of and interest on the 2005 Bonds to Direct Participants, 
Indirect Participants or Beneficial Owners (as such terms are defined below) of the 2005 Bonds, confirmation 
and transfer of beneficial ownershzp interests in the 2005 Bonds and other Bond-related transactions by and 
between DTC, Direct Particzpants, Indirect Participants and Beneficial Owners of the 2005 Bonds is based 
solely on information furnished by DTC to the School District which the School District believes to be 
reliable, but the School District and the Underwriter do not and cannot make any independent 
representations concerning these matters and do not take responsibility for the accuracy or completeness 
thereof Neither the DTC, Direct Participants, Indirect Participants nor the Beneficial Owners should rely 
on the foregoing information with respect to such matters, but should instead confirm the same with DTC or 
the DTC Particzpants, as the case may be. 

The Depository Trust Company ("DTC"), New York, NY, will act as securities depository for the 
2005 Bonds. The 2005 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 
ofDTC. One fully-registered 2005 Bond will be issued for each maturity of the 2005 Bonds, each in the 
aggregate principal amount of such maturity, and will be deposited with DTC. 

DTC, the world's largest securities depository, is a limited-purpose trust company organized under 
the New York Banking Law, a "banking organization" within the meaning of the New York Banking Law, 
a member of the Federal Reserve System, a "clearing corporation" withm the meaning of the New York 
Uniform Commercial Code, and a "clearing agency" registered pursuant to the provisions of Section 17 A of 
the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 2.2 million issues of 
U.S. and non-U.S. equity issues, COfJ?Orate and municipal debt issues and money market instruments from 
over 100 countries that DTC's participants ("Direct Participants") deposit with DTC. DTC also facilitates 
the post-trade settlement among Direct Participants of sales and other securities transactions in deposited 
securities, through electronic computerized book-entry transfers and pledges between Direct Participants' 
accounts. This eliminates the need for physical movement of securities certificates. Direct Participants 
include both U.S. and non-U. S. securities brokers and dealers, banks, trust companies, clearing corporations, 
and certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing 
Corporation ("DTCC"). DTCC, in tum, is owned by a number of Direct Participants ofDTC and Members 
of the National Securities Clearing Corporation, Fixed Income Clearing Corporation and Emerging Markets 
Clearing Corporation (NSCC, FICC, and EMCC, also subsidiaries ofDTCC), as well as by the New York 
Stock Exchange, Inc., the American StockExchangeLLC, and the National Association of Securities Dealers, 
Inc. Access to the DTC system is also available to others such as both U.S. and non-U.S. securities brokers 
and dealers, banks, trust companies and clearing corporations that clear through or maintain a custodial 
relationship with a Direct Participant, either directly or indirectly (the "Indirect Participants"). DTC has 
Standard & Poor's highest rating: AAA. The DTC Rules applicable to its Participants are on file with the 
Securities and Exchange Commission. More information about DTC can be found at www.dtcc.com and 
www.dtc.org. 

Purchases of 2005 Bonds under the DTC system must be made by or through Direct Participants, 
which will receive a credit for the 2005 Bonds on DTC's records. The ownership mterest of each actual 
purchaser of each 2005 Bond ("Beneficial Owner") is in tum to be recorded on the Direct and Indirect 
Participants' records. Beneficial Owners will not receive written confirmation from DTC of their purchase. 
Beneficial Owners are, however, expected to receive written confirmations providing details of the 
transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant through 
which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the 2005 Bonds 
are to be accomplished by entries made on the books of Direct and Indirect Participants acting on behalf of 
Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests in 
the 2005 Bonds, except in the event that use of the book-entry system for the 2005 Bonds is discontinued. 

To facilitate subsequent transfers, all 2005 Bonds deposited by Direct Participants with DTC are 
registered in the name ofDTC's partnership nominee, Cede & Co. or such other name as requested by an 
authorized representative of DTC. The deposit of the 2005 Bonds with DTC and their registration in the 
name of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership. DTC has 
no knowledge of the actual Beneficial Owners of the 2005 Bonds; DTC's records reflect only the identity of 
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the Direct Participants to whose accounts such 2005 Bonds are credited, which may or may not be the 
Beneficial Owners. The Direct or Indirect Participants will remain responsible for keeping account of their 
holdings on behalf of their customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners 
will be governed by arrangements among them, subject to any statutory or regulatory requirements as may 
be in effect from time to time. Beneficial Owners of 2005 Bonds may wish to take certain steps to augment 
the transmissions to them of notices of significant events with respect to the 2005 Bonds, such as 
redemptions, tenders, defaults, and proposed amendments to the 2005 Bonds documents. For example, 
Beneficial Owners of the 2005 Bonds may wish to ascertain that the nominee holding the 2005 Bonds for 
their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial 
Owners may wish to provide their names and addresses to the Fiscal Agent and request that copies of notices 
be provided directly to them. 

Redemption notices shall be sent to DTC. If less than all of the 2005 Bonds are being redeemed, 
DTC's practice is to determine by lot the amount of the interest of each Direct Participant in such maturity 
to be redeemed. 

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to the 
2005 Bonds unless authorized by a Direct Participant in accordance with DTC's Procedures. Under its usual 
procedures, DTC mails an Omnibus Proxy to the School District as soon as possible after the record date. 
The Omnibus Proxy assigns Cede & Co. 's consenting or voting rights to those Direct Participants to whose 
accounts the 2005 Bonds are credited on the record date (identified in a listing attached to the Omnibus 
Proxy). 

Principal, redemption price and interest payments on the 2005 Bonds will be made to Cede & Co., 
or such other nominee as may be requested by an authorized representative ofDTC. DTC's practice is to 
credit Direct Participants' accounts upon DTC 's receipt of funds and corresponding detail information from 
the School District or the Fiscal Agent, on a payable date in accordance with their respective holdings shown 
on DTC's records. Payments by Participants to Beneficial Owners will be governed by standing instructions 
and customary practices, as is the case with securities held for the accounts of customers in bearer form or 
registered in "street name," and will be the responsibility of such Participant and not ofDTC, the Fiscal Agent 
or the School District, subject to any statutory or regulatory requirements as may be in effect from time to 
time. Payment of principal, redemption price and interest payments to Cede & Co. ( or such other nominee 
as may be requested by an authorized representative ofDTC) is the responsibility of the School District or 
the Fiscal Agent, disbursement of such payments to Direct Participants will be the responsibility ofDTC, and 
disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect 
Participants. 

DTC may discontinue providing its service as depository with respect to the 2005 Bonds at any time 
by giving reasonable notice to the School District or the Fiscal Agent. Under such circumstances, in the event 
that a successor depository is not obtained, the 2005 Bond certificates are required to be printed and 
delivered. 

The School District may decide to discontinue use of the system ofbook-entry-onlytransfers through 
DTC ( or a successor securities depository). In that event, the 2005 Bond certificates will be printed and 
delivered to DTC. 

The information in this section concerning DTC and DTC's book-entry system has been obtained 
from sources that the School District believes to be reliable, but the School District takes no responsibility 
for the accuracy thereof. 

Discontinuance of DTC Services 

In the event that (a) DTC determines not to continue to act as securities depository for the 2005 
Bonds, or (b) the School District determines that DTC shall no longer act and delivers a written certificate 
to the Fiscal Agent to that effect, then the School District will discontinue the Book-Entry System with DTC 
for the 2005 Bonds. If the School District determines to replace DTC with another qualified securities 
depository, the School District will prepare or direct the preparation of a new single separate, fully registered 
Bond for each maturity of the 2005 Bonds registered in the name of such successor or substitute securities 
depository as are not inconsistent with the terms of the Bond Indenture. If the School District fails to identify 
another qualified securities depository to replace the incumbent securities depository for the 2005 Bonds, then 

I-2 



the 2005 Bonds shall no longer be restricted to being registered in the 2005 Bond registration books in the 
name of the incumbent securities depository or its nominee, but shall be registered in whatever name or names 
the incumbent securities depository or its nominee transferring or exchanging the 2005 Bonds shall designate. 

In the event that the Book-Entry System is discontinued, the following provisions would also apply: 
(i) the 2005 Bonds will be made available in physical form, (ii) principal of, and redemption premiums if any, 
on the 2005 Bonds will be payable upon surrender thereof at the trust office of the Fiscal Agent identified 
in the Bond Indenture, and (iii) the 2005 Bonds will be transferable and exchangeable as provided in the Bond 
Indenture. 

The School District and the Fiscal Agent do not have any responsibility or obligation to DTC 
Particzpants, to the persons for whom they act as nominees, to Beneficial Owners, or to any other person who 
is not shown on the registration books as being an owner of the 2005 Bonds, with respect to (z) the accuracy 
of any records maintained by DTC or any DTC Participants; (iz) the payment by DTC or any DTC 
Particzpant of any amount in respect of the principal of, redemption price of or interest on the 2005 Bonds; 
(iiz) the delivery of any notice which is permitted or required to be given to registered owners under the Bond 
Indenture; (iv) the selection by DTC or any DTC Particzpant of any person to receive payment in the event 
of a partial redemption of the 2005 Bonds; (v) any consent given or other action taken by DTC as registered 
owner; or (vz) any other matter arising with respect to the 2005 Bonds or the Bond Indenture. The School 
District and the Fiscal Agent cannot and do not give any assurances that DTC, DTC Participants or others 
will distribute payments of principal of or interest on the 2005 Bonds paid to DTC or its nominee, as the 
registered owner, or any notices to the Beneficial Owners or that they will do so on a timely basis or will 
serve and act in a manner described in this Official Statement. The School District and the Fiscal Agent are 
not responsible or liable for the failure of DTC or any DTC Particzpant to make any payment or give any 
notice to a Beneficial Owner in respect to the 2005 Bonds or any error or delay relating thereto. 

THE COMMUNITY FACILITIES DISTRICT AND THE FISCAL AGENT WILL HAVE NO 
RESPONSIBILITY OR OBLIGATION TO PARTICIPANTS, TO INDIRECT PARTICIPANTS, OR TO 
ANY BENEFICIAL OWNER WITH RESPECT TO (I) THE ACCURACY OF ANY RECORDS 
MAINTAINED BY DTC, ANY PARTICIPANT, OR ANY INDIRECT PARTICIPANT, (II) THE 
DELIVERY OF ANY NOTICE THAT IS PERMITTED OR REQUIRED TO BE GIVEN TO THE 
BONDOWNERS UNDER THE BOND INDENTURE, (III) THE SELECTION BY DTC OR ANY 
PARTICIPANT OR INDIRECT PARTICIPANT OF ANY PERSON TO RECEIVE PAYMENT IN THE 
EVENT OF A PARTIAL REDEMPTION OF A 2005 BOND, (IV) THE PAYMENT BY ANY 
PARTICIPANT OR INDIRECT PARTICIPANT OF ANY PRINCIPAL ORREDEMPTIONPREMIUM, 
IF ANY, OF OR INTEREST ON THE 2005 BONDS, (V) ANY CONSENT GIVEN OR OTHER ACTION 
TAKEN BY DTC AS THE BONDOWNER OF THE 2005 BONDS, OR (VI) ANY OTHER MATTER. 

THE FISCAL AGENT, AS LONG AS A BOOK-ENTRY-ONLY SYSTEM IS USED FOR THE 
2005 BONDS, WILL SEND ANY NOTICE OF REDEMPTION OR OTHER NOTICES ONLY TO DTC. 
ANY FAILURE OFDTC TO ADVISE ANY PARTICIPANT, OROF ANY PARTICIPANT TO NOTIFY 
ANY BENEFICIAL OWNER OF ANY NOTICE AND ITS CONTENT OR EFFECT WILL NOT AFFECT 
THE VALIDITY OR SUFFICIENCY OF THE PROCEEDINGS RELATING TO THE REDEMPTION OF 
THE 2005 BONDS CALLED FORREDEMPTION OROF ANY OTHER ACTION PREMISED ON SUCH 
NOTICE. 

I-3 



(THIS PAGE INTENTIONALLY LEFT BLANK) 


