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Except where otherwise indicated, all information contained in this Official Statement has been provided by the City
and the District. No dealer, broker, salesperson or other person has been authorized by the City, the District, the Fiscal Agent or
the Underwriter to give any information or to make any representations in connection with the offer or sale of the Bonds other
than those contained herein and, if given or made, such other information or representations must not be relied upon as having
been authorized by the City, the District, the Fiscal Agent 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 Bonds by a person in any jurisdiction in which
it is unlawful for such person to make such an offer, solicitation or sale.

This Official Statement is not to be construed as a contract with the purchasers or Owners of the Bonds. Statements
contained in this Official Statement which involve estimates, forecasts or matters of opinion, whether or not expressly so
described herein, are intended solely as such and are not to be construed as representations of fact. This Official Statement,
including any supplement or amendment hereto, is intended to be deposited with a nationally recognized municipal securities
depository.

The Underwriter has provided the following sentence for inclusion in this Official Statement:

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

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

All information considered material to the making of an informed investment decision with respect to the Bonds is
contained in this Official Statement. While the City maintains an internet website for various purposes, none of the information
on its website is incorporated by reference into this Official Statement. Any such information that is inconsistent with the
information set forth in this Official Statement should be disregarded.

Certain statements included or incorporated by reference in this Official Statement constitute �forward-looking
statements� within the meaning of the United States Private Securities Litigation Reform Act of 1995, Section 21E of the United
States Securities Exchange Act of 1934, as amended, and Section 27A of the United States Securities Act of 1933, as amended.
Such statements are generally identifiable by the terminology used such as �plan,� �expect,� �estimate,� �project,� �budget� or
other 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� and �THE DEVELOPMENT AND PROPERTY
OWNERSHIP.�

THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS CONTAINED IN SUCH
FORWARD-LOOKING STATEMENTS INVOLVE KNOWN AND UNKNOWN RISKS, UNCERTAINTIES AND OTHER
FACTORS WHICH MAY CAUSE ACTUAL RESULTS, PERFORMANCE OR ACHIEVEMENTS DESCRIBED TO BE
MATERIALLY DIFFERENT FROM ANY FUTURE RESULTS, PERFORMANCE OR ACHIEVEMENTS EXPRESSED OR
IMPLIED BY SUCH FORWARD-LOOKING STATEMENTS. THE DISTRICT DOES NOT PLAN TO ISSUE ANY
UPDATES OR REVISIONS TO THE FORWARD-LOOKING STATEMENT SET FORTH IN THIS OFFICIAL
STATEMENT.

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITER MAY OVERALLOT
OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF SUCH 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 BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, IN
RELIANCE UPON AN EXEMPTION CONTAINED IN SUCH ACT. THE BONDS HAVE NOT BEEN REGISTERED OR
QUALIFIED UNDER THE SECURITIES LAWS OF ANY STATE.
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$5,870,000
COMMUNITY FACILITIES DISTRICT NO. 5

OF THE CITY OF MORENO VALLEY
2007 SPECIAL TAX BONDS

INTRODUCTION

The purpose of this Official Statement, which includes the cover page, the table of contents and the
attached appendices (collectively, the �Official Statement�), is to provide certain information concerning the
issuance by the City of Moreno Valley (the �City�) of the $5,870,000 Community Facilities District No. 5 of
the City of Moreno Valley 2007 Special Tax Bonds (the �Bonds�). The proceeds of the Bonds will be used to
construct and acquire various public improvements needed with respect to the proposed development within
Community Facilities District No. 5 of the City of Moreno Valley (the �District�), to fund the Reserve Fund
securing the Bonds, to provide capitalized interest on the Bonds, to pay costs of issuance of the Bonds and to
fund the �Improvement Fund� as created under a Fiscal Agent Agreement (the �Fiscal Agent Agreement�) by
and between the City of Moreno Valley (the �City�) for and on behalf of the District and Wells Fargo Bank,
National Association (the �Fiscal Agent�).

The Bonds are authorized to be issued pursuant to the Act (as defined herein), and pursuant to the
Fiscal Agent Agreement. The Bonds are secured under the Fiscal Agent Agreement by a pledge of and lien upon
Special Tax Revenues (as described below under the heading �SOURCES OF PAYMENT FOR THE BONDS�)
and all moneys deposited in the Bond Fund and all moneys deposited in the Reserve Fund.

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
and the documents summarized or described herein. A full review should be made of the entire Official
Statement. The sale and delivery of Bonds to potential investors is made only by means of the entire Official
Statement. All capitalized terms used in this Official Statement and not defined shall have the meaning set
forth in APPENDIX D��SUMMARY OF FISCAL AGENT AGREEMENT� herein.

The District was formed on October 25, 2005 pursuant to the Mello-Roos Community Facilities Act
of 1982, as amended, Sections 53311 et seq. of the Government Code of the State of California (the �Act�).
The Act was enacted by the California legislature to provide an alternative method of financing certain public
capital facilities and services, especially in developing areas of the State. Any local agency (as defined in the
Act) may establish a community facilities district to provide for and finance the cost of eligible public facilities
and services. Generally, the legislative body of the local agency which forms a community facilities district
acts on behalf of such district as its legislative body. Subject to approval by two-thirds of the votes cast at an
election and compliance with the other provisions of the Act, a legislative body of a local agency may issue
bonds for a community facilities district and may levy and collect a special tax within such district to repay
such indebtedness.

The District consists of approximately 64.4 gross acres of which approximately 32.95 are net taxable
acres and is located at the southeast corner of the intersection of State Route 60 and Nason Street in the City of
Moreno Valley, Riverside County, California, and consists of the proposed Stoneridge Towne Centre, which,
based on current land use approvals and projections, is being developed with over 560,000 square feet of
commercial retail center uses. The portion of the Stoneridge Towne Centre owned and occupied by
Target and Kohl�s is approximately 23.28 acres and is not subject to the Special Tax (as defined herein)
lien of the District. Accordingly, of the projected approximately 560,000 square feet of commercial retail
space within the District, only approximately 288,000 square feet is projected to be subject to the levy of
Special Taxes of the District.
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Harris Realty Appraisal (the �Appraiser�) has conducted an appraisal (the �Appraisal�) of the taxable
land within the District and has concluded, based upon the assumptions and limiting conditions contained in
the Appraisal, that, as of March 19, 2007, the value of land within the District, subject to the Special Taxes,
was estimated to be $21,000,000, assuming the public improvements to be financed by the Bonds are funded.
Empire Economics, Inc., Capistrano Beach, California (the �Market Absorption Consultant�) has prepared a
Market Absorption Study (the �Market Absorption Study�) for the purpose of developing a build-out
projection for the commercial/retail space planned in the District. The Market Absorption Study concludes
that, based on development plans as of March 5, 2007, the date of the Market Absorption Study, the estimated
288,330 square feet of commercial/retail space within the District should be occupied by end users by 2011,
assuming continued development with no delays due to unanticipated market or business factors. The
Developer may add or delete additional space in the future based on changes to the development plan at the
time of construction. See �THE DEVELOPMENT AND PROPERTY OWNERSHIP�Appraisal� and
��Market Absorption Study,� and APPENDIX C��APPRAISAL REPORT.�

Property Ownership and Development Status

All taxable property within the District is currently owned by Stoneridge Centre Partners, L.P., a
California limited partnership (the �Developer�). The Developer�s current business plan anticipates retaining
ownership of all taxable property within the District and leasing such property to commercial tenants. See
�THE DEVELOPMENT AND PROPERTY OWNERSHIP�The Development Plan� herein.

Pursuant to the Act, the City Council adopted the necessary resolutions stating its intent to establish
the District, to authorize the levy of Special Taxes on taxable property within the boundaries of the District,
and to have the District incur bonded indebtedness. Following a public hearing conducted pursuant to the
provisions of the Act, the City Council adopted resolutions establishing the District and calling a special
election to submit the levy of the Special Taxes and the incurring of bonded indebtedness to the qualified
voters of the District. On October 25, 2005, at an election held pursuant to the Act, the Developer, who was
the sole landowner and qualified voter within the District, authorized the District to incur bonded indebtedness
in the aggregate principal amount not to exceed $10,000,000 and approved the rates and method of
apportionment of the Special Taxes for the District (the �Rates and Method�) to pay the principal of and
interest on the bonds of the District. A copy of the Rates and Method is set forth in APPENDIX A hereto.
The City Council of the City acts as the legislative body of the District.

Sources of Payment for the Bonds

As used in this Official Statement, the term �Special Tax� is that tax which has been authorized
pursuant to the Act to be levied against certain land within the District pursuant to the Act and in accordance
with the Rates and Method. See �SOURCES OF PAYMENT FOR THE BONDS�Special Taxes� and
APPENDIX A��RATES AND METHOD OF APPORTIONMENT OF SPECIAL TAXES.� Under the
Fiscal Agent Agreement, the City has pledged to repay the Bonds from the Special Tax Revenues and amounts
on deposit in the Bond Fund and the Reserve Fund established under the Fiscal Agent Agreement. Special
Tax Revenues are defined in the Fiscal Agent Agreement to include the proceeds of the Special Taxes received
by the City, including any scheduled payments, interest and penalties thereon and the proceeds of the
redemption or sale of property sold as a result of foreclosure of the lien of the Special Taxes in the amount of
said lien and interest and penalties thereon.

The Special Taxes are the primary security for the repayment of the Bonds. In the event that the
Special Taxes are not paid when due, the only sources of funds available to pay the debt service on the Bonds
are amounts held by the Fiscal Agent, including amounts held in the Reserve Fund. The City has covenanted
for the benefit of the owners of the Bonds that it will commence, and diligently pursue to completion, judicial
foreclosure proceedings against Assessor�s parcels with delinquent Special Taxes within 60 days after each
Interest Payment Date if the amount of Special Taxes theretofore received by the City is less than 100% of the
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amount of the Special Taxes to be collected for such installment of property tax. See �SOURCES OF
PAYMENT FOR THE BONDS�Proceeds of Foreclosure Sales� herein.�

The Appraisal provides an estimate of the market value of the fee simple interest in the taxable parcels
within the District, assuming that the facilities to be financed from the proceeds of the Bonds are constructed
and installed. The Appraisal is based upon a direct comparison approach. Based upon the assumptions set
forth in the Appraisal and the current development plan being undertaken by the Developer, the Appraiser is of
the opinion that the market value of the property in the District as of March 19, 2007, assuming the completion
of all improvements to be financed with the proceeds of that portion of the Bonds, was $21,000,000. This
estimate of land value results in an estimated appraised value-to-lien ratio of approximately 3.58 to 1 for the
District as a whole based on the estimated principal amount of the Bonds, but excluding any direct and
overlapping debt allowable to parcels within the District. If direct and overlapping debt were included, the
estimated appraised value-to-lien ratio would be slightly lower. See �THE COMMUNITY FACILITIES
DISTRICT�Estimated Appraised Value-to-Lien Ratios� herein.

There is no assurance that the property within the District can be sold for the appraised value or for a
price sufficient to pay the principal of and interest on the Bonds in the event of a default in payment of Special
Taxes by the current or future landowners within the District. See �SPECIAL RISK FACTORS�Land
Value� and APPENDIX C��APPRAISAL REPORT� herein. Other taxes and/or special assessments with
liens equal in priority to the continuing lien of the Special Taxes may also be levied on the property within the
District. See �SPECIAL RISK FACTORS�Parity Taxes, Special Assessments and Land Development
Costs� herein.

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 CITY NOR GENERAL OBLIGATIONS OF THE DISTRICT, BUT ARE SPECIAL
OBLIGATIONS OF THE DISTRICT PAYABLE SOLELY FROM SPECIAL TAXES AND
AMOUNTS HELD UNDER THE FISCAL AGENT AGREEMENT AS MORE FULLY DESCRIBED
HEREIN.

Parity Bonds

The City has covenanted not to encumber, pledge or place any charge or lien upon any of the Special
Tax Revenues or other amounts pledged to the Bonds superior to or on a parity with the pledge and lien
created for the benefit of the Bonds, except as permitted by the Fiscal Agent Agreement. Nothing in the Fiscal
Agent Agreement prevents the City from issuing and selling, pursuant to law, refunding bonds or other
refunding obligations payable from and having a first lien upon the Special Taxes Revenues on a parity with
the Outstanding Bonds so long as the issuance of such refunding bonds or other refunding obligations results
in a reduction in each Bond Year on the Annual Debt Service on the Bonds when combined with the annual
debt service on such refunding bonds or other refunding obligations following the issuance thereof. See
�SOURCES OF PAYMENT FOR THE BONDS�Parity Bonds� and APPENDIX D��SUMMARY OF
FISCAL AGENT AGREEMENT� herein.

Description of the Bonds

The Bonds will be issued and delivered as fully registered Bonds, registered in the name of Cede &
Co. as nominee of The Depository Trust Company, New York, New York (�DTC�), and will be available to
actual purchasers of the Bonds (the �Beneficial Owners�) in the denominations of $5,000 or any integral
multiple thereof, under the book-entry system maintained by DTC, only through brokers and dealers who are
or act through DTC Participants as described herein. Beneficial Owners will not be entitled to receive physical
delivery of the Bonds. In the event that the book-entry-only system described herein is no longer used with
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respect to the Bonds, the Bonds will be registered and transferred in accordance with the Fiscal Agent
Agreement. See APPENDIX H��BOOK-ENTRY-ONLY SYSTEM� herein.

Principal of, premium, if any, and interest on the Bonds is payable by the Fiscal Agent to DTC.
Disbursement of such payments to DTC Participants is the responsibility of DTC and disbursement of such
payments to the Beneficial Owners is the responsibility of DTC Participants. In the event that the book-entry-
only system is no longer used with respect to the Bonds, the Beneficial Owners will become the registered
owners of the Bonds and will be paid principal and interest by the Fiscal Agent, all as described herein. See
APPENDIX H��BOOK-ENTRY-ONLY SYSTEM� herein.

The Bonds are subject to optional redemption, mandatory redemption from Special Tax Prepayments
or from other amounts transferred to the Special Tax Prepayment Account and mandatory sinking fund
redemption as described herein. For a more complete descriptions of the Bonds and the basic documentation
pursuant to which they are being sold and delivered, see �THE BONDS� and APPENDIX D��SUMMARY
OF FISCAL AGENT AGREEMENT� herein.

Tax Matters

In the opinion of Bond Counsel, under existing laws, regulations, rulings and court decisions, the
interest on the Bonds is exempt from personal income taxes of the State of California and, assuming
compliance with certain covenants described herein, is excluded from gross income for federal income tax
purposes and is not a specific preference item for purposes of the federal alternative minimum tax. Set forth in
APPENDIX G is the form of the opinion of Bond Counsel expected to be delivered in connection with the
issuance of the Bonds. For a more complete discussion of such opinion and certain other tax consequences
incident to the ownership of the Bonds, including certain exceptions to the tax treatment of interest, see �TAX
MATTERS� herein.

Professionals Involved in the Offering

Wells Fargo Bank, National Association, Los Angeles, California, will act as Fiscal Agent under the
Fiscal Agent Agreement and as the initial Dissemination Agent under the Continuing Disclosure Agreements
to be entered into by the City and the Developer. E. J. De La Rosa & Co., Inc. is the Underwriter of the
Bonds. All proceedings in connection with the issuance and delivery of the Bonds are subject to the approval
of Best Best & Krieger LLP, San Diego, California, Bond Counsel. Certain legal matters will be passed upon
for the Developer by Judkins, Glatt et al LLP, San Diego, California, as counsel to the Developer. Fieldman,
Rolapp & Associates, Irvine, California, is acting as Financial Advisor for the City in connection with the
Bonds. Certain legal matters will be passed on for the City and the District by the City Attorney. Other
professional services have been performed by Stradling Yocca Carlson & Rauth, Newport Beach, California,
as Disclosure Counsel, Harris & Associates, Irvine, California, as Special Tax Consultant, Harris Realty
Appraisal, Newport Beach, California, as Appraiser, and Empire Economics, Inc., Capistrano Beach,
California, as Market Absorption Consultant.

For information with respect to which the above-mentioned professionals, advisors, counsel and
agents have a financial or other interest in the offering of the Bonds, see �FINANCIAL INTERESTS� herein.

Continuing Disclosure

Each of the City, for and on behalf of the District, and the Developer has agreed to provide, or cause
to be provided, to each nationally recognized municipal securities information repository and any public or
private repository or entity designated by the State as a state repository for purposes of Rule 15c2-12(b)(5)
adopted by the Securities and Exchange Commission certain annual financial information and operating data.
The City�s obligation commences April 1, 2008. The City has further agreed to provide, in a timely manner,
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certain annual financial information and operating data and notice of certain material events. The Developer is
obligated to file annual reports commencing March 1, 2008 and semi-annual reports commencing
September 1, 2007. These covenants have been made in order to assist the Underwriter in complying with
Rule 15c2-12(b)(5) of the Securities and Exchange Commission. See �CONTINUING DISCLOSURE�
herein, APPENDIX E and APPENDIX F hereto for a description of the specific nature of the annual reports to
be filed by the City, and the semi-annual reports to be filed by the Developer and notices of material events
and a summary description of the terms of the continuing disclosure agreement pursuant to which such annual
reports are to be made.

Bond Owners� Risks

Certain events could affect the timely repayment of the principal of and interest on the Bonds when
due. See the section of this Official Statement entitled �SPECIAL RISK FACTORS� for a discussion of
certain factors which should be considered, in addition to other matters set forth herein, in evaluating an
investment in the Bonds. The Bonds are not rated by any nationally recognized rating agency. The purchase
of the Bonds involves risks, and the Bonds may not be appropriate investments for some types of investors.
See �SPECIAL RISK FACTORS� herein.

Other Information

This Official Statement speaks only as of its date, and the information contained herein is subject to
change.

Brief descriptions of the Bonds and the Fiscal Agent Agreement are included in this Official
Statement. Such descriptions and information do not purport to be comprehensive or definitive. All references
herein to the Fiscal Agent Agreement, the Bonds and the constitution and laws of the State as well as the
proceedings of the City, acting as the legislative body of the District, are qualified in their entirety by
references to such documents, laws and proceedings, and with respect to the Bonds, by reference to the Fiscal
Agent Agreement. Capitalized terms not otherwise defined herein shall have the meanings set forth in the
Fiscal Agent Agreement.

Copies of the Fiscal Agent Agreement, the Continuing Disclosure Agreements and other documents and
information referred to herein are available for inspection and (upon request and payment to the City of a charge
for copying, mailing and handling) for delivery from the City at 14177 Frederick Street, Moreno Valley,
California 92553, Attention: Finance Director.
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ESTIMATED SOURCES AND USES OF FUNDS

The following table sets forth the expected uses of Bond proceeds:

Sources of Funds
Bond Par Amount $ 5,870,000.00
(Less Original Issue Discount) ( 46,257.10)

TOTAL SOURCES $ 5,823,742.90

Uses of Funds
Improvement Fund $ 4,646,390.15
Reserve Fund 511,043.77
Cost of Issuance Fund(1) 419,047.90
Interest Account(2) 217,261.08
Administrative Expense Account 30,000.00

TOTAL USES $ 5,823,742.90

(1) Includes Underwriter�s discount, legal, financing and consulting fees, printing costs, Fiscal Agent fees and other
miscellaneous expenses.

(2) To pay capitalized interest on the Bonds through March 1, 2008.

THE BONDS

Authority for Issuance

The Bonds in the aggregate principal amount of $5,870,000 are authorized to be issued by the City for
the District under and subject to the terms of the Fiscal Agent Agreement, the Act and other applicable laws of
the State of California.

Resolutions of Intention: On September 13, 2005, the City Council of the City adopted a resolution
stating its intention to establish the District and to authorize the levy of special taxes.

Resolutions of Formation: On October 25, 2005 the City Council of the City, adopted resolutions
which established the District, authorized the submittal of levy of special taxes within the District to qualified
electors, and determined the necessity to incur bonded indebtedness within the District, in the amount not to
exceed $10,000,000.

Resolution Calling Election: The resolutions adopted by the City Council of the City on October 25,
2005 also called for an election by the landowners in the District for the same date on the issues of the levy of
the Special Tax, the incurring of bonded indebtedness in the District, and the establishment of an
appropriations limit.

Landowner Election and Declaration of Results: On October 25, 2005, an election was held at which
the Developer, as the sole landowner and qualified voter within the District approved a ballot proposition
authorizing the issuance of up to $10,000,000 of bonds to finance the acquisition and construction of various
public facilities, the levy of the Special Tax and the establishment of an appropriations limit for the District.
On October 25, 2005, the City Council adopted a resolution approving the canvass of the votes and declaring
the 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 for the District was recorded in the real
property records of the County on November 8, 2005, as a continuing lien against the property in the District.
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On November 8, 2005, the City Council of the City, acting as the legislative body of the District, enacted
Ordinance No. 701 authorizing the levy of the Special Tax within the District. On June 26, 2006 a Notice of
Cessation of Special Tax Lien with respect to the Target and Kohl�s parcels was recorded in the real property
records of the County.

Resolution Authorizing Issuance of the Bonds: On May 8, 2007, the City Council adopted a resolution
approving issuance of the Bonds.

Purpose of the Bonds

The Bonds are being issued to provide funds to: (i) finance the costs of constructing and acquiring
certain public facilities within the District (see �THE COMMUNITY FACILITIES DISTRICT�Description
of Authorized Facilities�); (ii) pay costs related to the issuance of the Bonds; (iii) fund the Reserve Fund for
the Bonds; and (iv) fund capitalized interest on the Bonds. See �ESTIMATED SOURCES AND USES OF
FUNDS.�

Description of the Bonds

The Bonds will be issued as fully registered bonds in denominations of $5,000 and any integral
multiple thereof (not exceeding the principal amount maturing at any one time), and shall be dated the date of
delivery thereof. The Bonds will be issued in book-entry only form and The Depository Trust Company, New
York, New York (�DTC�) will act as securities depository for the Bonds. So long as the Bonds are held in
book-entry only form, principal of, premium, if any, and interest on the Bonds will be paid directly to DTC for
distribution to the Beneficial Owners of the Bonds in accordance with the procedures adopted by DTC. See
APPENDIX H��BOOK-ENTRY-ONLY SYSTEM� herein. The Bonds will mature on September 1, in the
years and principal amounts, and bearing rates of interest, as shown on the inside cover of this Official
Statement.

Interest on the Bonds will be payable semiannually on March 1 and September 1 of each year,
commencing September 1, 2007 (each, an �Interest Payment Date�) and will be computed on the basis of a
360-day year comprised of twelve 30-day months. Each Bond will bear interest from the Interest Payment
Date next preceding the date of authentication thereof, unless (i) it is authenticated on an Interest Payment
Date, in which event it shall bear interest from such Interest Payment Date, or (ii) it is authenticated prior to an
Interest Payment Date and after the close of business on the Record Date preceding such Interest Payment
Date, in which event it shall bear interest from such Interest Payment Date, or (iii) it is authenticated prior to
the Record Date preceding the first Interest Payment Date in which event it shall bear interest from its dated
date; provided, that if at the time of authentication of a Bond, interest is then in default thereon, such Bond
shall bear interest from the Interest Payment Date to which interest has previously been paid or made available
for payment thereon, or from its dated date, if no interest has previously been paid or made available for
payment thereon.

Interest on the Bonds is payable by check of the Fiscal Agent mailed by first class mail, postage
prepaid, on each Interest Payment Date, to the registered Owner thereof at such registered Owner�s address as
it appears on the registration books maintained by the Fiscal Agent at the close of business on the Record Date
preceding the Interest Payment Date. The principal of the Bonds and any premium on the Bonds are payable
in lawful money of the United States of America by check of the Fiscal Agent upon surrender of such Bonds at
the Principal Office of the Fiscal Agent; provided, however, that at the written request of the Owner of at least
$1,000,000 in aggregate principal amount of Outstanding Bonds filed with the Fiscal Agent prior to any
Record Date, interest on such Bonds will be paid to such Owner on each succeeding Interest Payment Date by
wire transfer of immediately available funds to an account in the United States of America designated in such
written request. All Bonds redeemed and purchased by the Fiscal Agent will be canceled by the Fiscal Agent.
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Redemption

Optional Redemption. The Bonds are subject to redemption prior to their stated maturity dates on any
Interest Payment Date, as selected among maturities by the District (and by lot within any one maturity), in
integral multiples of $5,000, at the option of the District from moneys derived by the District from any source,
at a redemption price (expressed as a percentage of the principal amount of the Bonds to be redeemed),
together with accrued interest to the date of redemption, as follows.

Redemption Dates Redemption Price

Any Interest Payment Date through and including March 1, 2015 103%
September 1, 2015 and March 1, 2016 102
September 1, 2016 and March 1, 2017 101
September 1, 2017 and any Interest Payment Date thereafter 100

Mandatory Redemption From Special Tax Prepayments or From Other Amounts Transferred to the
Special Tax Prepayment Account. The Bonds are subject to mandatory redemption prior to their stated
maturity dates on any Interest Payment Date, as selected among maturities by the District (and by lot within
any one maturity), in integral multiples of $5,000, from moneys derived by the District from Special Tax
Prepayments, at redemption prices (expressed as percentages of the principal amounts of the Bonds to be
redeemed), together with accrued interest to the date of redemption as follows:

Redemption Dates Redemption Price

Any Interest Payment Date through and including March 1, 2015 103%
September 1, 2015 and March 1, 2016 102
September 1, 2016 and March 1, 2017 101
September 1, 2017 and any Interest Payment Date thereafter 100

Mandatory Sinking Fund Redemption. The Outstanding Bonds maturing on September 1, 2027 and
September 1, 2037 are subject to mandatory sinking fund redemption, in part, on September 1, 2023 and
September 1, 2028, respectively, and on each September 1 thereafter to maturity, by lot, at a redemption price
equal to the principal amount thereof to be redeemed, together with accrued interest to the date of redemption,
without premium, and from sinking payments as follows:

Bonds Maturing on September 1, 2027

Redemption Date
(September 1)

Sinking
Payment

2023 $165,000
2024 185,000
2025 200,000
2026 220,000
2027 (Maturity) 240,000
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Bonds Maturing on September 1, 2037

Redemption Date
(September 1)

Sinking
Payment

2028 $265,000
2029 285,000
2030 310,000
2031 335,000
2032 360,000
2033 390,000
2034 420,000
2035 455,000
2036 485,000
2037 (Maturity) 520,000

The amount of Outstanding Bonds to be redeemed pursuant to the foregoing schedule shall be reduced
by the City pro rata among redemption dates, in order to maintain substantially level debt service as a result of
any prior or partial optional redemption or mandatory redemption from Special Tax Prepayments of the Bonds
or from other amounts transferred to the Special Tax Prepayment Account.

Purchase of Bonds. In lieu of payment at maturity or redemption, moneys in the Bond 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
Bonds be purchased at a price in excess of the principal amount thereof, plus interest accrued to the date of
purchase. In such event, the City shall, as may be appropriate, provide to the Fiscal Agent a revised maturity
schedule or a revised mandatory sinking fund schedule for the Bonds, or both.

Redemption Procedure by Fiscal Agent

The Fiscal Agent Agreement requires the Fiscal Agent to cause notice of any redemption to be mailed
by first class mail, postage prepaid, at least thirty (30) days but not more than sixty (60) days prior to the date
fixed for redemption, to the Securities Depositories and to one or more Information Services, and to the
respective registered Owners of any Bonds designated for redemption, at their addresses appearing on the
Bond registration books maintained by the Fiscal Agent at its Principal Office; but such mailing will not be a
condition precedent to such redemption and failure to mail or to receive any such notice, or any defect therein,
will not affect the validity of the proceedings for the redemption of such Bonds.

Such notice will state the date of such notice, the date of issue of the Bonds, the place or places of
redemption, the redemption date, the redemption price and, if less than all of the then Outstanding Bonds are to
be called for redemption, will designate the CUSIP numbers and Bond numbers of the Bonds to be redeemed,
by giving the individual CUSIP number and Bond number of each Bond to be redeemed, or will state that all
Bonds between two stated Bond numbers, both inclusive, are to be redeemed or that all of the Bonds of one or
more maturities have been called for redemption, will state as to any Bond called for redemption in part the
portion of the principal of the Bond to be redeemed, will require that such Bonds be then surrendered at the
Principal Office of the Fiscal Agent for redemption as the said redemption price, and will state that further
interest on such Bonds will not accrue from and after the redemption date. The cost of the mailing and
publication of any such redemption notice will be paid by the District.

Upon the payment of the redemption price of Bonds being redeemed, each check or other transfer of
funds issued for such purpose will, to the extent practicable, bear the CUSIP number identifying, by issue and
maturity, the Bonds being redeemed with the proceeds of such check or other transfer.
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With respect to any notice of optional redemption of Bonds, such notice may state that such
redemption shall be conditional upon the receipt by the Fiscal Agent on or prior to the date fixed for such
redemption of moneys sufficient to pay the principal of, premium, if any, and interest due on such Bonds to be
redeemed and that, if such moneys shall not have been so received, said notice shall be of no force and effect
and the Fiscal Agent shall not be required to redeem such Bonds. In the event that such notice of redemption
contains such a condition and such moneys are not so received, the redemption shall not be made, and the
Fiscal Agent shall within a reasonable time thereafter give notice, in the manner in which the notice of
redemption was given, that such moneys were not so received.

In the event of an optional redemption or a mandatory redemption from a Special Tax Prepayment, the
City will transfer or cause to be transferred to the Fiscal Agent for deposit in the Bond Fund moneys in an
amount equal to the redemption price of the Bonds being redeemed on or before the fifteenth (15th) day of the
month preceding the Interest Payment Date upon which such Bonds are to be redeemed.

If less than all the Bonds Outstanding are to be redeemed, the portion of any Bond of a denomination
of more than $5,000 to be redeemed will be in the principal amount of $5,000 or a multiple thereof, and, in
selecting portions of such Bonds for redemption, the Fiscal Agent will treat each such Bond as representing the
number of Bonds of $5,000 denomination which is obtained by dividing the principal amount of such Bond to
be redeemed in part by $5,000.

Whenever provision is made in the Fiscal Agent Agreement for the redemption of less than all of the
Bonds of a maturity or any given portion thereof, the Fiscal Agent shall select the Bonds of such maturity to be
redeemed, from all Bonds of such maturity or such given portion thereof not previously called for redemption,
by lot within a maturity, in any manner which the Fiscal Agent in its sole discretion shall deem appropriate.

Upon surrender of Bonds redeemed in part only, the City will execute and the Fiscal Agent will
authenticate and deliver to the Owner, at the expense of the District, a new Bond or Bonds, of the same
maturity, of authorized denominations in aggregate principal amount equal to the unredeemed portion of the
Bond or Bonds.

Effect of Redemption

From and after the date fixed for redemption, if funds available for the payment of the redemption
prices of the Bonds called for redemption have been deposited in the Bond Fund, such Bonds will cease to be
entitled to any benefit under the Fiscal Agent Agreement other than the right to receive payment of the
redemption price, and interest will cease to accrue on the Bonds to be redeemed on the redemption date
specified in the notice of redemption.

All Bonds redeemed and purchased by the Fiscal Agent pursuant to the Fiscal Agent Agreement will
be canceled by the Fiscal Agent.

Transfer and Exchange of Bonds

Any Bond may, in accordance with its terms, be transferred, upon the books required to be kept
pursuant to the provisions of the Fiscal Agent Agreement, by the person in whose name it is registered, in
person or by his duly authorized attorney, upon surrender of such Bond for cancellation at the Principal Office
of the Fiscal Agent, accompanied by delivery of a duly executed written instrument of transfer in a form
acceptable to the Fiscal Agent. The cost for any services rendered or any expenses incurred by the Fiscal
Agent in connection with any such transfer will be paid by the District. The Fiscal Agent will collect from the
Owner requesting transfer of a Bond any tax or other governmental charge required to be paid with respect to
such transfer.
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Whenever any Bond or Bonds are surrendered for transfer, the City will execute and the Fiscal Agent
will authenticate and deliver a new Bond or Bonds of like aggregate principal amount.

No transfers of Bonds will be required to be made (i) during the fifteen (15) days preceding the date
established by the Fiscal Agent for selection of Bonds for redemption, or (ii) with respect to Bonds which have
been selected for redemption.

Bonds may be exchanged at the Principal Office of the Fiscal Agent only for a like aggregate principal
amount of Bonds of authorized denominations and of the same maturity and interest rate. The cost for any
services rendered or any expense incurred by the Fiscal Agent in connection with any such exchange will be
paid by the District. The Fiscal Agent will collect from the Owner requesting exchange of a Bond any tax or
other governmental charge required to be paid with respect to such exchange.

No exchanges of Bonds will be required to be made (i) during the fifteen (15) days preceding the date
established by the Fiscal Agent for selection of Bonds for redemption, or (ii) with respect to Bonds which have
been selected for redemption.
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Debt Service Schedule for the Bonds

The following table presents the annual debt service on the Bonds (including sinking fund
redemptions), assuming that there are no optional redemptions or mandatory redemptions from Special Tax
Prepayments. See ��Redemption� above.

Period Ending
(September 1) Principal Interest

Total
Debt Service

2007 $ - $ 72,954.83(1) $ 72,954.83
2008 - 288,612.50(2) 288,612.50
2009 15,000 288,612.50 303,612.50
2010 20,000 288,012.50 308,012.50
2011 30,000 287,212.50 317,212.50
2012 35,000 286,012.50 321,012.50
2013 45,000 284,577.50 329,577.50
2014 55,000 282,687.50 337,687.50
2015 65,000 280,322.50 345,322.50
2016 75,000 277,462.50 352,462.50
2017 85,000 274,087.50 359,087.50
2018 95,000 270,262.50 365,262.50
2019 110,000 265,987.50 375,987.50
2020 120,000 260,927.50 380,927.50
2021 135,000 255,287.50 390,287.50
2022 150,000 248,875.00 398,875.00
2023 165,000 241,750.00 406,750.00
2024 185,000 233,500.00 418,500.00
2025 200,000 224,250.00 424,250.00
2026 220,000 214,250.00 434,250.00
2027 240,000 203,250.00 443,250.00
2028 265,000 191,250.00 456,250.00
2029 285,000 178,000.00 463,000.00
2030 310,000 163,750.00 473,750.00
2031 335,000 148,250.00 483,250.00
2032 360,000 131,500.00 491,500.00
2033 390,000 113,500.00 503,500.00
2034 420,000 94,000.00 514,000.00
2035 455,000 73,000.00 528,000.00
2036 485,000 50,250.00 535,250.00
2037 520,000 26,000.00 546,000.00

TOTAL $ 5,870,000 $ 6,498,394.83 $ 12,368,394.83

(1) Funded from capitalized interest.
(2) March 1, 2008 interest payment funded from capitalized interest.
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SOURCES OF PAYMENT FOR THE BONDS

The Special Taxes are the primary security for the repayment of the Bonds. Under the Fiscal Agent
Agreement, the City has pledged to repay the Bonds from the Special Tax Revenues and amounts held in the
Bond Fund and the Reserve Fund. Special Tax Revenues are defined in the Fiscal Agent Agreement to
include the proceeds of the Special Taxes received by the City, including any scheduled payments, interest and
penalties thereon and proceeds of the redemption or sale of property sold as a result of foreclosure of the lien
of the Special Taxes in the amount of said lien, and interest and penalties thereon.

In the event that the Special Tax Revenues are not paid when due, the only sources of funds available
to pay the debt service on the Bonds are amounts held by the Fiscal Agent, including amounts held in the
Reserve Fund, for the exclusive benefit of the Owners of the Bonds.

NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE CITY, THE
COUNTY OF RIVERSIDE, THE STATE OF CALIFORNIA OR ANY POLITICAL SUBDIVISION
THEREOF 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 CITY BUT ARE SPECIAL
OBLIGATIONS OF THE DISTRICT PAYABLE SOLELY FROM THE SPECIAL TAXES AND
OTHER AMOUNTS PLEDGED UNDER THE FISCAL AGENT AGREEMENT AS MORE FULLY
DESCRIBED HEREIN.

Special Taxes

The City Council, as the legislative body of the District, has covenanted in the Fiscal Agent
Agreement that by August 10 of each year (or such later date as may be authorized by the Act or any
amendment thereof) it will levy Special Taxes up to the maximum rates permitted under the Rates and Method
in the amount required for the payment of principal of and interest on any Outstanding Bonds becoming due
and payable during the ensuing calendar year, including any necessary replenishment or expenditure of the
Reserve Fund and the amount estimated to be sufficient to pay the Administrative Expenses during such
calendar year.

The Special Taxes levied in any fiscal year may not exceed the maximum rates authorized pursuant to
the Rates and Method. See APPENDIX A��RATES AND METHOD OF APPORTIONMENT OF
SPECIAL TAXES� herein. There is no assurance that the Special Tax proceeds will, in all circumstances, be
adequate to pay the principal of and interest on the Bonds when due. See �SPECIAL RISK FACTORS�
Insufficiency of Special Taxes� herein.

Rates and Method of Apportionment of Special Taxes

The Rates and Method provides that for each Fiscal Year all parcels in the District not otherwise
exempt are to be classified as either Developed Property or Undeveloped Property. �Developed Property� is
defined as all Assessor�s Parcels of Taxable Property for which a building permit for new construction was
issued prior to March 1 of the prior Fiscal Year. �Undeveloped Property� is defined to include all Taxable
Property not classified as Developed Property.

Under the Rates and Method, the Maximum Special Tax to be levied on each taxable parcel in the
District classified as Developed Property or Undeveloped Property will be $10,865.04 per acre for Fiscal Year
2007-08, and shall increase thereafter, on July 1 of each Fiscal Year thereafter, by an amount equal to two
percent (2%) of the Maximum Annual Special Tax in effect in the previous Fiscal Year.
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Commencing with Fiscal Year 2007-2008 and for each following Fiscal Year, the City Council shall
levy the Special Tax until the amount of Special Taxes levied equals the Annual Special Tax Requirement.
The Special Tax shall be levied for each Fiscal Year as follows:

First: The Special Tax shall be levied Proportionately on each Assessor�s Parcels of Developed
Property up to 100% of the Maximum Annual Special Tax; and

Second: If additional Special Taxes are needed to satisfy the Annual Special Tax Requirement, the
Special Tax shall be levied Proportionately on each Assessor�s Parcels of Undeveloped Property up to 100%
of the applicable Maximum Annual Special Tax.

Prepayment of Special Taxes

The Special Tax obligation applicable to an Assessor�s Parcel may be prepaid at any time and the
obligation of such Assessor�s Parcel to pay any Special Tax may be fully or partially satisfied as described
herein. See APPENDIX A��RATES AND METHOD OF APPORTIONMENT OF SPECIAL TAXES�
herein for a discussion of how the prepayment amount is calculated. No Special Tax prepayment shall be
allowed unless the amount of Special Taxes, net of Administrative Expenses, that may be levied on Taxable
Property within the District both prior to and after the proposed prepayment is at least 1.1 times the maximum
annual debt service on all Outstanding Bonds. Tenders of Bonds in prepayment of Special Taxes may be
accepted upon the terms and conditions established by the City Council pursuant to the Act. The Rates and
Method provides that a property owner may prepay and satisfy the Special Tax obligation of an Assessor�s
Parcel in whole only if there are no delinquent Special Taxes with respect to such Assessor�s Parcel at the time
of prepayment.

In the event that a prepayment of Special Taxes occurs in the future, the net proceeds of such
prepayment will be applied to effect a mandatory redemption of the Bonds. See �THE BONDS�
Redemption� herein.

Collection of Special Tax Revenues

The Special Taxes are levied and collected by the Treasurer-Tax Collector of the County of Riverside
(the �County�) in the same manner and at the same time as ad valorem property taxes, provided that the
District may directly bill the Special Tax, may collect Special Taxes at a different time or in a different manner
if necessary to meet its financial obligations, and may covenant to foreclose and may actually foreclose on
delinquent Assessor�s Parcels as permitted by the Act.

The City has made certain covenants in the Fiscal Agent Agreement for the purpose of ensuring that
the current maximum Special Tax rates and method of collection of the Special Taxes are not altered in a
manner that would impair the City�s ability to collect sufficient Special Taxes to pay debt service on the Bonds
and Administrative Expenses when due. First, the City has covenanted that, to the extent it is legally permitted
to do so, it will not reduce the maximum Special Tax rates on then existing Developed Property in the District
below the amounts which are necessary to provide Special Tax Revenues in an amount equal to estimated
Administrative Expenses for the then current Fiscal Year plus an amount equal to one hundred ten percent
(110%) of Maximum Annual Debt Service on the Outstanding Bonds. Second, the City has covenanted that in
the event an ordinance is adopted by initiative pursuant to Section 3 of Article XIIIC of the California
Constitution, which purports to reduce or otherwise alter the Maximum Rates, it will commence and pursue
legal action seeking to preserve its ability to comply with its covenant contained in the preceding sentence.

Although the Special Taxes constitute liens on taxable parcels within the District, they do not
constitute a personal indebtedness of the owners of property within the District. Moreover, other liens for
taxes and assessments already exist on the property located within the District and others could come into
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existence in the future in certain situations without the consent or knowledge of the City or the landowners
therein. See �SPECIAL RISK FACTORS�Parity Taxes, Special Assessments and Land Development Costs�
herein. There is no assurance that property owners will be financially able to pay the annual Special Taxes or
that they will pay such taxes even if financially able to do so, all as more fully described in the section of this
Official Statement entitled �SPECIAL RISK FACTORS.�

Under the terms of the Fiscal Agent Agreement, not later than ten (10) Business Days after receipt, all
Special Tax Revenues received by the City are to be deposited in the Special Tax Fund. As soon as practicable
after the receipt from the City of any Special Tax Revenues, but no later than ten (10) Business Days after such
receipt, the Fiscal Agent is to withdraw from the Special Tax Fund and deposit in the Administrative Expense
Fund, an amount estimated by the City to be sufficient, together with the amount then on deposit in the
Administrative Expense Fund, to pay the Administrative Expenses during the current Fiscal Year; provided,
however, that the amount deposited in the Administrative Expense Fund prior to the deposit to the Interest
Account and Principal Account of the Bond Fund shall not exceed $30,000 (the �Annual Administrative
Expense Requirement�) for any Fiscal Year. However, if prior to the September 1 Interest Payment Date in
any Bond Year the City determines that Special Tax Revenues will be sufficient to enable the Fiscal Agent to
deposit in the Reserve Fund and Principal Account the amount, if any, which is necessary to make the amount
on deposit therein equal to the Reserve Requirement and deposit in the Bond Fund the full amount required for
deposit to the Interest Account to pay the interest on and principal of the Bonds on such Interest Payment Date,
the City may instruct the Fiscal Agent in an Officer�s Certificate, upon which the Fiscal Agent may
conclusively rely, to deposit an additional amount, in the Administrative Expense Fund before making the
required deposit to the Bond Fund, and the Fiscal Agent shall deposit such additional amount in the
Administrative Expense Fund before depositing any amount to the Reserve Fund or Bond Fund.

On or before the March 1 Interest Payment Date in each Bond Year, if the amount of other moneys
which is on deposit in the Special Tax Fund is less than the amount of the interest on the Bonds which is due
on such Interest Payment Date, the Fiscal Agent shall transfer moneys from the Surplus Account, to the extent
of moneys on deposit therein and available for transfer, to and deposit such moneys in the Interest Account of
the Bond Fund in an amount not to exceed the deficiency in the amount of other moneys which are on deposit
in the Special Tax Fund, and available for transfer to and deposit in the Interest Account to pay the full amount
of the interest on the Bonds which is due and payable on such Interest Payment Date. On or before the
September 1 Interest Payment Date in each Bond Year, if the amount of other moneys which is on deposit in
the Special Tax Fund is less than the amount of the interest on and principal of the Bonds which is due on such
Interest Payment Date, the Fiscal Agent shall transfer moneys from the Surplus Account, to the extent of
moneys on deposit therein and available for transfer, to and deposit such moneys in the Interest Account and
the Principal Account in amounts not to exceed the amount of the deficiency in the amount of other moneys
which are on deposit in the Special Tax Fund, and available for transfer, to pay the full amount of the interest
on and principal of the Bonds which is due and payable on such Interest Payment Date. On or before May 30
of each year, commencing on May 30, 2008 the Fiscal Agent shall notify the City of the amount which is then
on deposit in the Surplus Account and of the aggregate amount of the principal of and interest on the Bonds
which will become due and payable on the following September 1.

Proceeds of Foreclosure Sales

The net proceeds received following a judicial foreclosure sale of land within the District resulting
from a landowner�s failure to pay the Special Tax when due are pledged to the payment of principal of and
interest on the Bonds.

Pursuant to Section 53356.1 of the Act, in the event of any delinquency in the payment of any Special
Tax or receipt by the City of Special Taxes in an amount which is less than the Special Tax levied, the City
Council, as the legislative body of the District, may order that Special Taxes be collected by a superior court
action to foreclose the lien within specified time limits. In such an action, the real property subject to the



16

unpaid amount may be sold at a judicial foreclosure sale. Under the Act, the commencement of judicial
foreclosure following the nonpayment of a Special Tax is not mandatory. However, in the Fiscal Agent
Agreement, the City covenants for the benefit of the Owners of the Bonds that, within sixty (60) days after
each Interest Payment Date, it will cause to be commenced, as hereinafter provided, and (unless delinquent
Special Taxes are paid) diligently prosecute to judgment, an action in the superior court to foreclose the lien of
any Special Taxes, or any installments thereof, which were not paid by the statutory delinquency date (i.e.,
December 10 or April 10). In furtherance of this covenant, within five (5) Business Days after each Interest
Payment Date, the Finance Director, or his designee, shall review the most recent Fixed Charge Unpaid List
received from the Auditor-Controller of the County of Riverside regarding unpaid property taxes to determine
if there are any delinquent installments of Special Taxes levied on property in the District. If there are any
such delinquent Special Tax installments, the Finance Director, or his designee, shall notify the City Attorney
of such delinquencies and, within the previously mentioned sixty (60) days, the City Attorney shall commence,
or cause to be commenced, and diligently prosecute such a superior court foreclosure action or actions to
collect such delinquent Special Taxes.

If foreclosure is necessary and other funds (including amounts in the Reserve Fund) have been
exhausted, debt service payments on the Bonds could be delayed until the foreclosure proceedings have ended
with the receipt of any foreclosure sale proceeds. Judicial foreclosure actions are subject to the normal delays
associated with court cases and may be further slowed by bankruptcy actions, involvement by agencies of the
federal government and other factors beyond the control of the City. See �SPECIAL RISK FACTORS�
Bankruptcy and Foreclosure� herein. Moreover, 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 installment. See �SPECIAL RISK FACTORS�Land Values�
herein. Although the Act authorizes the City to cause such an action to be commenced and diligently pursued
to completion, the Act does not impose on the District or the City any obligation to purchase or acquire any lot
or parcel of property sold at a foreclosure sale if there is no other purchaser at such sale. The Act provides
that, in the case of a delinquency, the Special Tax will have the same lien priority as is provided for
ad valorem taxes.

Reserve Fund

In order to secure further the payment of principal of and interest on the Bonds, the City is required,
upon delivery of the Bonds, to deposit $511,043.77 into the Reserve Fund and thereafter to maintain the
Reserve Fund an amount equal to the Reserve Requirement. The Fiscal Agent Agreement defines the Reserve
Requirement as of the date of any calculation the lesser of (i) 10% of the proceeds of the sale of the Bonds,
(ii) Maximum Annual Debt Service on the Bonds or (iii) 125% of average Annual Debt Service on the Bonds,
as determined by the City. Subject to the limits on the maximum annual Special Tax which may be levied
within the District, as described in APPENDIX A, the City 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 Fund at the Reserve Requirement. Amounts in the Reserve Fund are to be applied
to make transfers to the Interest Account and the Principal Account of the Bond Fund in the event of any
deficiency at any time in either of such accounts of the amount then required for payment of the principal of
and interest and any premium on the Bonds or to redeem Bonds in whole or in part. See APPENDIX D�
�SUMMARY OF FISCAL AGENT AGREEMENT�Reserve Fund� herein.

Parity Bonds

The City has covenanted not to encumber, pledge or place any charge or lien upon any of the Special
Tax Revenues or other amounts pledged to the Bonds superior to or on a parity with the pledge and lien
created by the Fiscal Agent Agreement for the benefit of the Bonds, except as permitted by the Fiscal Agent
Agreement. Nothing in the Fiscal Agent Agreement prevents the City from issuing and selling, pursuant to
law, refunding bonds or other refunding obligations payable from and having a first lien upon the Special
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Taxes Revenues on a parity with the Outstanding Bonds so long as the issuance of such refunding bonds or
other refunding obligations results in a reduction in each Bond Year on the Annual Debt Service on the Bonds
when combined with the annual debt service on such refunding bonds or other refunding obligations following
the issuance thereof. See APPENDIX D��SUMMARY OF FISCAL AGENT AGREEMENT� herein.

THE COMMUNITY FACILITIES DISTRICT

General Description of the District

The District consists of approximately 64.4 gross acres of which approximately 32.95 are net taxable
acres and is located at the southeast corner of the intersection of State Route 60 and Nason Street in the City of
Moreno Valley, Riverside County, California, and consists of the proposed Stoneridge Towne Centre, which,
based on current land use approvals and projections, is being developed with over 560,000 square feet of
commercial retail center uses. The portion of the Stoneridge Towne Centre owned and occupied by
Target and Kohl�s is approximately 23.28 acres and is not subject to the Special Taxes by the District.
Accordingly, of the projected approximately 560,000 square feet of commercial retail space, only
approximately 288,000 square feet is subject to the levy of Special Taxes by the District.

Description of Authorized Facilities

The proposed facilities for the District to be financed from Bond proceeds include all or a portion of
design, construction, indirect costs and administration relating to the street and traffic signal public
improvements associated with Stoneridge Ranch Towne Centre. The District will also be authorized to
finance Eastern Municipal Water District connection/impact fees imposed pursuant to Eastern Municipal
Water District fee programs for financing master planned capital facilities and other additional public facilities.
However, it is anticipated that only connection/impact fees related to Phase 1 of Stoneridge Towne Centre will
be financed from Bond proceeds. The actual facilities to be financed will ultimately be determined in
accordance with the Acquisition/Financing Agreement between the City and the Developer.
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TABLE 1
COMMUNITY FACILITIES DISTRICT NO. 5

OF THE CITY OF MORENO VALLEY

CONSTRUCTION COST ESTIMATE

Facilities

Estimated
Construction

Cost(1)

Estimated Cost
Incurred as of
April 10, 2007

(1) Street Improvements
Nason Street $ 1,002,635 $ 824,464
Eucalyptus Avenue 1,788,177 1,457,309
Fir Avenue 394,254 301,760
Dracaea Avenue 396,701 331,767

Subtotal $ 3,581,767 $ 2,915,300

(2) Traffic Signals
Nason Street at Fir Avenue $ 240,210 $ 240,210
Nason Street at Eucalyptus Avenue 261,559 261,559
Nason Street at Dracaea Avenue 207,042 207,042
Fir Avenue at Eucalyptus Avenue 213,822 -
Stoneridge - Commercial 250,000 -
Stoneridge - Commercial 250,000 -

Subtotal $ 1,422,633 $ 708,811

(3) EMWD Connection/Capacity Fees (Phase 1) $ 400,000 0
Total $ 5,404,400 $ 3,624,111

(1) Estimated construction cost includes applicable soft costs.
Source: The Developer.

Principal Taxpayer and Coverage from Leased Property

The Developer, as the owner of all taxable property within the District, is the sole taxpayer within the
District. See �SPECIAL RISK FACTORS�Concentration of Ownership/Reliance on Success of the
Stoneridge Towne Centre� herein. Table 2 shows what the projected Fiscal Year 2007-08 Special Tax Levy
would be assuming no capitalized interest and the estimated percentage of such projected Special Tax Levy
based on leasing status as of April 1, 2007.
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TABLE 2
PROJECTED FISCAL YEAR 2007-08

SPECIAL TAX LEVY BASED ON LEASING STATUS
AS OF APRIL 1, 2007

(Assuming No Capitalized Interest)

Category

Building
Square
Footage

Parcel Area
(Acres)

Estimated FY
2007-08

Special Tax
Levy(1)

Percentage of
Estimated FY

2007-08
Special Tax

Levy

Leased and Occupied 0 0.00 $ 0.00 0.0%
Leased but Not Occupied 125,341 15.22 153,636.35 48.2
Signed Letter of Intent/ Lease out for Review 5,300 0.80 7,261.60 2.3
Not Leased 157,689 16.93 157,714.55 49.5
Totals 288,330 32.95 $ 318,612.50 100.0%

(1) Assumes no capitalized interest. Interest on the Bonds has been capitalized through March 1, 2008.
Source: Harris & Associates/the Developer.

Coverage from Developed Property

Table 3 below sets forth what the projected Fiscal Year 2007-08 Special Tax Levy would be,
assuming no capitalized interest, based upon development status as of March 1, 2007. As can be seen below,
Developed Property is projected to be responsible for approximately 37.2% of such projected Fiscal Year
2007-08 Special Tax Levy while Undeveloped Property is projected to be responsible for 62.8%. See
�SPECIAL RISK FACTORS�Failure to Develop Properties� herein.

TABLE 3
PROJECTED FISCAL YEAR 2007-08 SPECIAL TAX LEVY

BASED ON DEVELOPMENT STATUS
AS OF MARCH 1, 2007

(Assuming No Capitalized Interest)

Parcel Area
(Acres)

Projected FY 2007-08
Special Tax Levy

Percentage of Projected FY
2007-08 Special Tax Levy

Developed Property 10.92 $ 118,646.24 37.2%
Undeveloped Property 22.03 199,966.26 62.8

Total 32.95 $ 318,612.50 100.0%

Source: Harris & Associates.

Subsequent to March 1, 2007, which is the cutoff date for classifying property as Developed or
Undeveloped for the Rate and Method for purposes of calculating the Fiscal Year 2007-08 Special Tax levy,
the Developer pulled several building permits in the District. Table 3A below sets forth a hypothetical Fiscal
Year 2007-08 Special Tax Levy based on development as of April 1, 2007 and assuming no capitalized
interest.



20

TABLE 3A
HYPOTHETICAL FISCAL YEAR 2007-08 SPECIAL TAX LEVY

BASED ON DEVELOPMENT STATUS
AS OF APRIL 1, 2007

(Assuming No Capitalized Interest)

Parcel Area
(Acres)

Projected FY 2007-08
Special Tax Levy

Percentage of Projected FY
2007-08 Special Tax Levy

Developed Property 14.36 $ 156,021.97 49.0%
Undeveloped Property 18.59 162,590.53 51.0

Total 32.95 $ 318,612.50 100.0%

Source: Harris & Associates.

Direct and Overlapping Debt

The ability of the Developer or future owners of land within the District to pay the Special Taxes
could be affected by the existence of other taxes and assessments imposed upon the property. Certain of these
taxes relate to direct and overlapping tax and assessment debt including that of the Metropolitan Water
District, Riverside City Community College District, Moreno Valley Unified School District and Eastern
Municipal Water District Improvement District No. 22. Based on data assembled and reported to the District
by California Municipal Statistics, Inc., as of December 1, 2006, the District estimates that such direct and
overlapping debt for Fiscal Year 2006-07 did not exceed $60,000.

Estimated Appraised Value-to-Lien Ratio

The estimated appraised value-to-lien ratio for the taxable property within the District based on the
$21,000,000 appraised value estimated by the Appraiser as of March 19, 2007 and the $5,870,000 principal
amount of the outstanding Bonds results in an estimated appraised value-to-lien ratio of approximately
3.58 to 1 for the District as a whole, exclusive of any other direct and overlapping debt. See ��Direct and
Overlapping Debt� above for a discussion of direct and overlapping debt, which if included, would reduce
slightly the direct and overlapping debt.

Aerial Photo of District

The following page contains an aerial photo of the District taken on March 23, 2007. The pads for
Target and Kohl�s are not subject to the levy of the Special Tax and do not secure the Bonds.
Additionally, Retail Pad A, which is located between Target and Kohl�s, is shown as excluded from the
Special Tax Levy. Retail Pad A, which is leased to Dress Barn, is, however, subject to the Special Tax.
See Site Plan map introduction.
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THE DEVELOPMENT AND PROPERTY OWNERSHIP

Except for the information under the captions ��Appraisal� and ��Market Absorption Study,� the
Developer has provided the information in this section.

The information herein regarding ownership of property in the District has been included because it
is considered relevant to an informed evaluation of the Bonds. The inclusion in this Official Statement of
information related to the existing owner of all of the property within the District should not be construed to
suggest that the Bonds, or the Special Taxes that will be used to pay the Bonds, are recourse obligations of
such property owner. A property owner may sell or otherwise dispose of land within the District or a
development or any interest therein at any time.

No assurance can be given that the proposed development within the District will occur as described
below. Although planning for the development of the District is at an advanced stage, actual construction of
improvements is as described below under the captions ��The Development Plan� and ��Infrastructure
Requirements and Construction Status.� No assurance can be given that development of the land within the
District will continue to completion, or that it will occur in a timely manner or in the configuration or intensity
described herein, or that the Developer will retain ownership of any of the land within the District. The Bonds
and the Special Taxes are not personal obligations of any landowners and, in the event that a landowner
defaults in the payment of the Special Taxes, the District may proceed with judicial foreclosure but has no
direct recourse to the assets of any landowner other than the property upon which the Special Tax is levied.
The Bonds are secured solely by the Special Taxes and other amounts pledged under the Fiscal Agent
Agreement. See �SOURCES OF PAYMENT FOR THE BONDS� and �SPECIAL RISK FACTORS� herein.

General Description and Location of the District

The City of Moreno Valley (the �City�) encompasses approximately 49 square miles of land area in
western Riverside County. The City is immediately east of the City of Riverside, 66 miles east of the City of
Los Angeles, 48 miles northeast of the City of Irvine and 100 miles north of the City of San Diego.
Geographically, the City is bordered by three low-lying mountain ranges, March Air Reserve Base and Lake
Perris State Park. The City is situated at the junction of two major highways, California State Highway 60 (the
Moreno Valley Freeway) and Interstate 215.

The District is located in the City and consists of approximately 64.4 gross acres of which
approximately 32.95 are net taxable acres. The District consists of a proposed commercial-retail oriented
center development known as �Stoneridge Ranch Towne Centre,� which at buildout is expected to contain
over 560,000 square feet of commercial-retail and entertainment uses. Stoneridge Ranch Towne Centre is
currently anchored by tenants such as Target, Kohl�s, Best Buy, Famous Footwear, Jack in the Box, Jamba
Juice, Office Max and Starbucks. Target and Kohl�s are located at Stoneridge Ranch Towne Centre but
are not subject to the levy of Special Taxes and are not security for the Bonds. See ��The Development
Plan.�

The Bond proceeds and additional amounts expended and expected to be expended by the Developer
will be used to finance a portion of the infrastructure benefiting shopping center uses within the District.

The Developer

The Developer of Stoneridge Towne Centre is Stoneridge Centre Partners, L.P., a California limited
partnership. The General Partner of the Developer is Empire Land Holdings LLC, a California limited liability
company of which Peter Sterling, Gary Nogle and Michael Marks are members. Limited Partners of the
Developer are: (i) Generation Properties L.P., a California limited partnership of which Trilogy Investment
Group LLC, a California limited liability company is the general partner and of which Michael Marks is
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President; (ii) Ryan Family Partnership, L.P., a California limited partnership of which Ryco Associates, a
California corporation is the general partner and of which Jerome Ryan is President; (iii) Gary Nogle; and
(iv) Peter Sterling Living Trust. The Developer was founded by Peter Sterling, Gary Nogle and Michael
Marks to acquire, own and develop approximately 240 acres of unimproved land at the intersection of Nason
Street and Highway 60 within the City, a portion of which consists of the property within the District. The
Developer sold approximately 172 gross acres of property adjacent to the District to Beazer Homes Holdings
Corp., a Delaware corporation (�Beazer�) pursuant to a Purchase and Sale Agreement and Joint Escrow
Instructions dated as of May 11, 2004 (the �Beazer Purchase and Sale Agreement�). Pursuant to the Beazer
Purchase and Sale Agreement, Beazer was obligated to rough grade the property in the District for the
Developer and complete certain shared infrastructure improvements. The Developer is obligated to pay
approximately 37% of the costs of the shared infrastructure with Beazer responsible for the remaining 63%.
See ��Infrastructure Requirements and Construction Status� below for a description of the status of
completion of the infrastructure in the District. Additionally, the Developer has sold 15.76 acres to Target and
7.52 acres to Kohl�s.

The following are brief resumes of Peter Sterling, Gary Nogle and Michael Marks.

Peter Sterling. Mr. Sterling is a real estate attorney by training and has extensive experience in
conceptualizing development projects, site selection, feasibility studies, land acquisition, financing and
marketing.

Prior to working with the Developer, Mr. Sterling practiced real estate and corporate law for ten (10)
yeas in New York and New Jersey. Moving to San Diego in 1980, Mr. Sterling was in-house counsel for a
real estate syndication firm. For the past 15 years, Mr. Sterling has concentrated on real estate acquisition and
development.

Mr. Sterling earned his Bachelor of Arts degree From Pennsylvania State in 1967 and graduated from
Cornell Law School in 1970. He is licensed to practice law in California, New York, and New Jersey.

Gary Nogle. Mr. Nogle is the president and owner of Nogle Onufer Associates and Architects, Inc.
Mr. Nogle oversees and coordinates architecture and engineering for the Developer. Mr. Nogle started with a
major architectural and engineering firm in Irvine, California. The firm specialized in master planned
communities throughout the United States. The opportunity to work on quality projects and the diverse
residential and commercial experience led to the formation of Mr. Nogle�s own firm, Nogle Onufer Associates
Architects, Inc. (�NOAA�) in 1978.

Mr. Nogle is the principal in charge of planning and design with NOAA and has enjoyed 18 years of
building a reputation of providing quality professional service to clients in the private and public sectors.

Mr. Nogle is a graduate of California Polytechnic State University at San Luis Obispo with a Bachelor
of Architecture in 1976. His professional memberships and licenses include National Council of Architectural
Regulation Boards (�NCARB�), California Council of the American Institute of Architects (�AIA�) and the
Urban Land Institute (�ULI�).

Michael Marks. Mr. Marks is the President and CEO of Trilogy Investment Group. Founded in 1994,
Trilogy Investment Group (�TIG�) represents over 1.4 million square feet of office and retail projects
throughout California. Through acquisition, development and repositioning of existing projects, TIG is now
involved in a portfolio that exceeds $350,000,000.

Prior to founding TIG and joining the Developer, Mr. Marks worked with Apple Computers for over
eight years holding various marketing and sales positions. Before working at Apple Computers, Mr. Marks
held management and sales positions at Unisys Corporation and Harris/Lanier Corporation.
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Mr. Marks is active in the Southern California Real estate community and is a member of the Young
Presidents Organization. Marks graduated from the University of the Pacific with a BA in Political Science.

The Development Plan

The Developer owns all of the taxable property within the District and pursuant to the Developer�s
current business plan, anticipates maintaining ownership of the property within the District for the foreseeable
future. The Developer plans to lease the property within the District to various commercial-retail tenants
pursuant to the terms of triple net leases whereby each tenant is generally responsible to pay its pro rata share
of ad valorem taxes and Special Taxes. The leases vary as to term of lease, pricing, and other business terms.
As of April 1, 2007, the Developer had signed leases totaling approximately 125,341 square feet.
Additionally, as of April 1, 2007, the Developer has signed letters of intent or leases out for review on
approximately 5,300 square feet. As of April 1, 2007, approximately 72,118 square feet remained available
for lease in Phase 1 and all approximately 85,571 square feet in Phase 2 was not leased.

Stoneridge Towne Centre is being developed by the Developer in two phases. Phase 1 consists of
approximately 202,759 square feet of space, excluding the Super Target store and the Kohl�s store which are
not subject to the Special Tax levy. Phase 1 includes Best Buy, Office Max, Dress Barn, Famous Footwear,
Chili�s and other tenants shown on Table 4 below.

Phase 1 is under construction, with approximately 62% of the phase leased as of April 1, 2007.
Target (which is not subject to the Special Tax levy) is scheduled to open July 29, 2007. Kohl�s (which is also
not subject to the Special Tax levy) and many of the other tenants in Phase 1 are scheduled to open in the 4th

quarter of 2007.

Phase 2 is expected to consist of approximately 85,571 square feet of space. Construction has yet to
commence on Phase 2, and no leases have been signed for Phase 2. The Developer expects to break ground
on the construction of Phase 2 in the 4th quarter of 2008.

The Developer has hired Coreland Companies (�Coreland�) to act as the initial property manager for
the property within the District. Coreland was established in 1989 and is a privately held commercial real
estate service company based in California. Coreland�s management portfolio includes management of retail,
commercial office, industrial and mixed-used projects. Coreland�s other services include construction
management, financial management and accounting, asset management, leasing, property and investment sales,
tenant representation, acquisition due diligence, financing, strategic planning, disposition coordination and
receiverships.

Table 4 below describes the current leasing status and tenant information as of April 1, 2007. Please
see the map of the District on the following page for a description of the Stoneridge Towne Centre project and
the general locations of the development phases shown on Table 4.

The leasing summaries shown below are based on the Developer�s current plans. These plans may
change to respond to changes in economic or market conditions.
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TABLE 4
SUMMARY OF LEASING/TENANT STATUS

(As of April 1, 2007)

Tenant Location Use

Size
(in Square

Feet)

Initial
Lease
Term

(in Years) Option

Expected
Rent Start

Date Status

PHASE 1
The Dress Barn Retail A Women�s Apparel 7,369 5 Years (2x) 5

Years
December

2007
Under Construction;
Scheduled to Open
October or November
2007

Famous Footwear Retail B Shoe Store 7,000 10 Years (2x) 5
Years

December
2007

Under Construction;
Scheduled to Open
October or November
2007

Best Buy Major C Electronic Store 45,666 10 Years (3x) 5
Years

December
2007

Under Construction;
Scheduled to Open
October or November
2007

Office Max Major D Office Supply Store 17,948 10 Years (2x) 5
Years

December
2007

Under Construction;
Scheduled to Open
October or November
2007

Available Major E TBD 25,000 TBD - -
Available Pad 1 TBD 5,200 TBD - -

Pomona First
Federal

Pad 2 Bank 3,600 20 Years (4x) 5
Years

December
2007

Pad Delivery: May
2007; Scheduled to
Open: Fourth Quarter
of 2007

Jack in the Box Pad 3 Fast Food 2,692 20 Years (2x) 5
Years

December
2007

Pad Delivery: May
2007; Scheduled to
Open: Fourth Quarter
of 2007

Chevron Pad 4 Gasoline Station /
Convenience Store /

Car Wash

3,000 25 Years (3x) 5
Years

December
2007

Pad Delivery: May
2007; Scheduled to
Open: Fourth Quarter
of 2007

Chili�s Pad 5 Restaurant 5,990 20 Years (4x) 5
Years

December
2007

Pad Delivery: May
2007; Scheduled to
Open: Fourth Quarter
of 2007

Available Pad 6 TBD 4,200 TBD - -
Starbuck�s Pad 7 Retail Coffee and

baked goods
1,700 10 Years (2x) 5

Years
December

2007
Permits Pulled;
Scheduled to Open:
Fourth Quarter of
2007

Pacific Dental
Services

Pad 7 Dental Services 3,500 10 Years (2x) 5
Years

December
2007

Permits Pulled;
Scheduled to Open:
Fourth Quarter of
2007

Subway Pad 7 Retail Sandwich
Shop

1,267 6 Years (2x) 6
Years

December
2007

Permits Pulled;
Scheduled to Open:
Fourth Quarter of
2007
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Tenant Location Use

Size
(in Square

Feet)

Initial
Lease
Term

(in Years) Option

Expected
Rent Start

Date Status

Business Group
International

Pad 7 Nail Salon 1,900 10 Years (2x) 5
Years

December
2007

Permits Pulled;
Scheduled to Open:
Fourth Quarter of
2007

Available Pad 7 TBD 2,347 TBD - -

Available Pad 7 TBD 1,187 TBD - -

Verizon Wireless Pad 8 Cellular Phone Sales 2,500 5 Years (3x) 3
Years

December
2007

Permits Pulled;
Scheduled to Open:
Fourth Quarter of
2007

Zen�s Chinese Pad 8 Fast Food 1,600 7 Years (2x) 4
Years

December
2007

Permits Pulled;
Scheduled to Open:
Fourth Quarter of
2007

Available Pad 8 TBD 11,334 TBD - -

Roundtable Pizza Pad 9 Retail Pizza 3,807 10 Years (2x) 5
Years

December
2007

Permits Pulled;
Scheduled to Open:
Fourth Quarter of
2007

Available Pad 9 TBD 10,041 TBD - -

Jamba Juice Pad 10 Retail Sale of Juices,
Blended Juice and

Baked Goods

1,300 10 Years (2x) 5
Years

December
2007

Permits Pulled;
Scheduled to Open:
Fourth Quarter of
2007

Visterra Credit
Union

Pad 10 Credit Union 4,002 10 Years (3x) 5
Years

December
2007

Permits Pulled;
Scheduled to Open:
Fourth Quarter of
2007

T-Mobile Pad 10 Cellular Phone Sales 2,000 5 Years (2x) 5
Years

December
2007

Permits Pulled;
Scheduled to Open:
Fourth Quarter of
2007

Available Pad 10 TBD 6,709 TBD - -

Mattress Gallery Pad 11 Retail Sales �
Mattresses and

bedding

3,500 5 Years (2x) 5
Years

January
2008

Construction to Start
on August 1, 2007
with a Delivery Date
of December 2007

Available Pad 11 TBD 1,100 TBD - -

Washington
Mutual

Pad 12 Bank 5,000 15 Years (4x) 5
Years

February
2008

Pad Delivery: June
2007; Scheduled to
Open: First Quarter
of 2008

Available Pad 13 TBD 4,000 TBD - -

Available Pad 14 TBD 6,300 TBD - -

Total Leased Phase I 125,341

Total Available Phase I 77,418
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Tenant Location Use

Size
(in Square

Feet)

Initial
Lease
Term

(in Years) Option

Expected
Rent Start

Date Status

PHASE 2
Available Major G Pad 7 21,500 TBD - -
Available Major H Pad 8 21,500 TBD - -
Available Major J Pad 9 21,571 TBD - -
Available Major K Pad 10 21,000 TBD - -

Total Phase II 85,571 Target of Late 2008
Construction Date

TOTAL SQUARE FOOTAGE 288,330
TOTAL SQUARE FOOTAGE LEASED 125,341

Source: Developer.

Infrastructure Requirements and Construction Status

As described under the caption ��The Developer� above, pursuant to the Beazer Purchase and Sale
Agreement, Beazer is constructing all offsite improvements for the District and for the subdivision of
approximately 600 residential homes being constructed by Beazer adjacent to the Stoneridge Towne Centre.
The costs of off-site improvements are estimated at over $30,000,000, of which the Developer is responsible to
pay 37%. The off-site improvements being constructed by Beazer include improvements relating to sewer,
water, power, drainage, curbs, gutters, sidewalks, traffic signals and streets, including the widening of Nason
Street, which is the main entrance to the Stoneridge Ranch Towne Centre and the installation of approximately
1.7 miles of arterial roads.

As of April 24, 2007, approximately 80% of the off-site improvements were complete and substantial
completion of all off-site improvements is expected by July 1, 2007. All of the off-site infrastructure has been
contracted for except for a portion of the 90 inch Line I storm draining which the Developer expects will be
contracted for by May 1, 2007. The remaining 20% of off-sites to be completed consist of remaining street,
signal and ancillary improvements. The Developer has obtained building permits for all major tenants in
Phase 1 except Major E, and has obtained building permits for the �Main Street� promenade shopping portion
of the project.

Estimated Sources and Uses of Funds and Projected Cash Flow

The full development of property in the District requires the expenditure of substantial amounts both
directly related to the District property and for other infrastructure improvements located outside the District.
Table 5 below has been provided by the Developer to indicate its present projection of the sources and uses
associated with the development. Table 5 summarizes the actual investment in the development through
December 31, 2006 and the projected sources and uses of funds to complete the development as proposed by
the Developer. The Developer has indicated that the Developer has obtained a construction loan from
Northwestern Mutual Life Insurance Company in the amount of $40,000,000 of which $29,838,557 was
outstanding as of March 12, 2007. The loan is for 22 years at a 6.15% interest rate. The loan is for the
construction of Phase 1 only. The Developer has not secured financing for Phase 2. However, the Developer
has granted Northwestern Mutual Life Insurance Company a right of first refusal on providing financing for
Phase 2.

The unaudited, projected cash flow for the Developer is set forth in Table 5 below. As described
above, the Developer�s cash flow in Table 5 anticipates obtaining financing for the construction of Phase 2.
As of the date of this Official Statement, such financing had not yet been secured. There can be no assurance
that the Developer will have timely access to the sources of funds (as shown below) which will be necessary to
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complete and operate the proposed development or that there will be no substantial changes in the sources and
uses of funds shown below. Furthermore, pursuant to the Beazer Purchase and Sale Agreement, Beazer is
obligated to complete certain shared infrastructure needed to develop the shopping center. No assurance can
be made that Beazer will complete such required infrastructure by July 1, 2007 as projected by the Developer
or on budget.

Although Table 5 reflects the Developer�s current projections, many factors beyond the Developer�s
control, or a decision by the Developer to alter its current plans, may cause the actual sources and uses to differ
from the projections. Planning for Phase 2 is still in its preliminary stages, however all of the backbone
infrastructure for Phase 2 will be completed in connection with Phase 1. The Developer is negotiating with
potential tenants, but has not executed any leases for Phase 2. The actual leasing of Phase 2 to end users may
effect the projections shown below. The Developer makes no assurance that actual lease rates for the unleased
property within the District will be at the rates projected in Table 5 below. However, based on current leasing
status and leasing rates, the Developer believes such projections to be reasonable. Table 5 is presented to
show that expected revenues demonstrate that the development as proposed is financially feasible and not to
guarantee a particular cash flow to the Developer. Future changes to the Developer�s financial projections will
be shown in the Annual Report to be prepared by the Developer pursuant to the Continuing Disclosure
Agreement of Developer. See APPENDIX F��FORM OF CONTINUING DISCLOSURE AGREEMENT
OF THE DEVELOPERS.�
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TABLE 5
DEVELOPERS� PROJECTED SOURCES AND USES OF FUNDS

AS OF APRIL 1, 2007

Incurred
through

12/31/2006 2007 2008 2009 2010 Total

Sources:
Construction/Perm Loan(1) $ 5,220,718 $ 26,825,000 $ 7,954,282 $ 0 $ 0 $ 40,000,000
Phase II Construction/Perm Loan 3,500,000 8,000,000 0 11,500,000
Equity Contributions 11,024,600 0 0 0 0 11,024,600
Estimated Bond Proceeds 0 4,650,000 0 0 0 4,650,000
Site Reimbursements � Target & Kohl�s 0 5,885,827 0 0 0 5,885,827
Site Reimbursements - Ground Leases 0 750,000 0 0 0 750,000
County Reimbursement 0 0 0 0 0 0
Sales Revenue(2) 12,750,000 0 0 0 0 12,750,000
Building/Ground Lease Income 0 212,500 3,721,022 4,629,382 5,163,532 13,726,436
Operating Expense Recovery 0 40,000 1,137,000 1,516,000 1,609,990 4,302,990
Ground Leases 0 70,500 143,750 550,000 842,500 1,606,750

Total Sources: $ 28,995,318 $ 38,433,827 $ 16,456,054 $ 14,695,382 $ 7,616,022 $ 106,196,603

Uses:
Land Acquisition and Prior Expenses $ 11,024,600 $ 0 $ 0 $ 0 $ 0 $ 11,024,600
Building Construction 350,000 14,616,384 2,000,000 7,862,500 0 24,828,884
Site Work 2,000,000 12,018,083 0 0 0 14,018,083
Off-site expenses 2,500,000 7,800,000 0 0 0 10,300,000
Soft Costs 889,425 714,452 225,000 175,000 0 2,003,877
Contingency 1,384,715 1,384,715 150,000 600,000 0 3,519,430
Indirects 2,067,169 3,471,396 100,000 100,000 0 5,738,565
Capitalized Property Tax 0 0 0 0 0 0
Commissions 500,000 1,220,000 200,000 225,000 0 2,145,000
Capitalized Interest 0 0 0 0 0 0
Loan Fees 500,000 0 62,500 0 0 562,500
Operating Costs 0 75,000 1,255,668 1,634,668 1,731,172 4,696,508
CFD Debt Service (50%)(3) 0 50,000 70,000 30,000 0 150,000
Permanent Loan Payments -(4) - 2,610,585 3,480,780 4,176,936 10,268,297
Repayment of Construction Loan(4) 171,326 2,227,240 0 500,000 0 2,898,566
Repayment of Equity Contributions 0 0 0 0 0 0

Total Uses: $ 21,387,233 $ 43,577,270 $ 6,673,753 $ 14,607,948 $ 5,908,108 $ 92,154,310

Sources in Excess of Uses $ 7,608,085 $ (5,143,443) $ 9,782,301 $ 87,434 $ 1,707,914 $ 14,042,291

Cumulative Sources in Excess of Uses $ - $ 2,464,642 $ 12,246,943 $ 12,334,377 $ 14,042,291 -

(1) This is a 24-month construction period followed by a 240-month permanent loan period. Rate is fixed at 6.15% for the entire 22 years.
(2) Includes $7,000,000 off-site escrow account.
(3) Represents unreimbursed (vacant space) Special Taxes not paid by tenants.
(4) Payments made by prepaid interest (Repayment of interest during construction period).

Source: The Developer.

Status of Land Use Approvals

On March 9, 2006, the City Planning Commission approved the master plot plan and Tentative Tract
Map No. 34411 (�TTM 34411�) and the master plot plan subdividing the property located within the District.
In connection with the approval of TTM 34411, the City Planning Commission adopted a Negative
Declaration in accordance with the City�s Guidelines for the Implementation of the California Environmental
Quality Act (�CEQA�). Parcel Map No. 34411 was recorded on June 22, 2006. Other than conditional use
permits for potential tenants with drive-thru facilities, no other discretionary land use approvals are required to
complete the development of the Stoneridge Towne Centre as currently planned by the Developer.
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Appraisal

The following information regarding ownership of property in the District included in the Appraisal
has been included because it is considered relevant to an informed evaluation of the Bonds. The inclusion in
this Official Statement of information related to the Developer should not be construed to suggest that the
Bonds, or the Special Taxes that will be used to pay the Bonds, are recourse obligations of the Developer or
future property owners within the District. A property owner may sell or otherwise dispose of land within the
District or a development or any interest therein at any time. Development may also be abandoned at any time.

To arrive at the value of the property within the District and subject to the Special Taxes, for its
highest and best use (as defined in the Appraisal), the Appraiser compared such property within the District to
similar properties in the region, including properties in Western Riverside County which sold during 2006 and
2007. The Appraiser compared the property within the District to properties in the Western Riverside County
due to low activity within the immediate surrounding area of the District. The Appraiser then adjusted those
sales prices for factors such as market conditions, location, size, special taxes and site condition. Based on the
foregoing, and based on other qualifications stated in the Appraisal, the Appraiser concluded that the market
value of the fee simple interest for the property within the District and subject to the Special Taxes, as of
March 19, 2007, is $21,000,000, assuming that the improvements to be financed by the Bonds are complete
and deducting the remaining $500,000 in costs to bring the site to a finished site condition. This value is based
upon a number of assumptions and limiting conditions contained in the Appraisal as set forth in APPENDIX C
and assumes the public improvements to be financed by the Bonds are complete. See APPENDIX C�
�APPRAISAL REPORT� herein.

No assurance can be given that the assumptions made by the Appraiser will, in fact, be realized, and,
as a result, no assurance can be given that the property within the District could be sold at the appraised values
included in the Appraisal. See APPENDIX C��APPRAISAL REPORT� herein.

Market Absorption Study

The Market Absorption Study dated September 18, 2006, as revised on March 5, 2007 (as updated,
the �Market Absorption Study�), for the District has been prepared by Empire Economics, Inc. (the �Market
Absorption Consultant�). A synopsis and summary of the Market Absorption Study is included herein as
APPENDIX B. The Market Absorption Consultant has estimated, based upon the analysis of relevant
demographic and economic conditions in the Moreno Valley area, the number and proportion of leaseable
space in the District that can be expected to be marketed annually using the estimated absorption schedules for
each of the use types. The Market Absorption Study estimates that, based on development plans as of March
5, 2007, the 288,330 square feet of space within the District will be absorbed at a rate of 125,692 square feet in
2007, 33,047 square feet in 2008, 43,271 square feet in 2009, 43,257 square feet in 2010, and the balance of
43,257 square feet in 2011.

In the view of the Market Absorption Consultant, the leaseable spaces proposed for the District are
competitive with other shopping centers in the market area of the District. See APPENDIX B��SUMMARY
OF MARKET ABSORPTION STUDY� herein.

The Market Absorption Study assumes that all required governmental approvals will be obtained, that
there are no physical impediments to construction such as earthquakes and hazardous waste, that the public
infrastructure necessary to develop will be provided in a timely manner, that the Developer will respond to
market conditions with products that are competitively priced and have the features and amenities desired by
purchasers, that the Developer and its lenders have sufficient financial strength to fund adequately the projects
and that they have sufficient cash flow reserves to supplement their cash flow positions in the event that
adverse economic or market conditions occur. The actual absorption of units could be adversely affected if
one or more of the foregoing assumptions is not realized. The Market Absorption Study also notes that over
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time, the specific types of retail and entertainment tenants are subject to significant changes due to shifts in
demand from customers. See APPENDIX B��SUMMARY OF MARKET ABSORPTION STUDY� herein.

SPECIAL RISK FACTORS

The purchase of the Bonds involves a high degree of investment risk and, therefore, the Bonds are not
appropriate investments for many types of investors. The following is a discussion of certain risk factors which
should be considered, in addition to other matters set forth herein, in evaluating the investment quality of the
Bonds. This discussion does not purport to be comprehensive or definitive. The occurrence of one or more of the
events discussed herein could adversely affect the ability or willingness of property owners in the District to pay
their Special Taxes when due. Such failures to pay Special Taxes could result in the inability of the City to make
full and punctual payments of debt service on the Bonds. In addition, the occurrence of one or more of the events
discussed herein could adversely affect the value of the property in the District. See ��Land Values� and ��
Limited Secondary Market� below.

Concentration of Ownership/Reliance on Success of Stoneridge Towne Centre

All of the taxable land within the District is owned by the Developer. The Developer, pursuant to its
current business plan, intends to maintain ownership of the project indefinitely. Accordingly, the Developer is
responsible for 100% of the Special Tax Levy. The lack of diversity in the obligation to pay Special Taxes
represents a risk to Bondowners. Pursuant to the terms of the commercial leases, ad valorem taxes and, in
some cases, Special Taxes are, however, a part of a commercial tenant�s rental obligation. The receipt of the
Special Taxes is dependent on the willingness and the ability of the Developer to pay the Special Taxes when
due and could be adversely effected by the Developer�s inability to lease property within the District due to
commercial downturns or high vacancy rates. The only significant asset of the Developer is its ownership
interest in the Stoneridge project. Failure of the Developer, or any successor, to pay the annual Special Taxes
when due could result in a default in payments of the principal of, and interest on, the Bonds, when due.

The willingness of the Developer, or any successor, to pay the Special Taxes will be dependent in
large measure on the success of the Stoneridge Towne Centre project. No assurance can be made that the
Developer, or its successors, will complete the intended construction and development in the District. See ��
Failure to Develop Properties� below. As a result, no assurance can be given that the Developer and the other
landowners within the District will continue to pay Special Taxes in the future or that they will be able to pay
such Special Taxes on a timely basis. See ��Bankruptcy and Foreclosure� below, for a discussion of certain
limitations on the District�s ability to pursue judicial proceedings with respect to delinquent parcels.
Furthermore, as shown in Table 5, the terms of the commercial leases are shorter than the term on the Bonds.
Additionally, as of April 1, 2007, only 125,341 square feet out of 288,330 square feet was leased, none of the
tenants in the Stoneridge Towne Centre were open for business and the Developer had not secured financing
for Phase 2 of the project. Accordingly, Bondowners should not assume that the current mix of tenants will
lease property within the District through the maturity of the Bonds. Furthermore, as noted in the Market
Absorption Study, the success of the project will over time depend on the Developer�s ability to adjust to shifts
in demand from consumers for specific types of retail and entertainment tenants. See APPENDIX B�
�SUMMARY OF MARKET ABSORPTION STUDY� herein.

Limited Obligations

The Bonds and interest thereon are not payable from the general funds of the City. Except with
respect to the Special Taxes, neither the credit nor the taxing power of the District or the City is pledged for
the payment of the Bonds or the interest thereon, and, except as provided in the Fiscal Agent Agreement, no
Owner of the Bonds may compel the exercise of any taxing power by the District or the City or force the
forfeiture of any City or District property. The principal of, premium, if any, and interest on the Bonds are not
a debt of the City or a legal or equitable pledge, charge, lien or encumbrance upon any of the City�s property
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or upon any of the City�s income, receipts or revenues, except the Special Taxes and other amounts pledged
under the Fiscal Agent Agreement.

Insufficiency of Special Taxes

Under the Rates and Method, the annual amount of Special Tax to be levied on each taxable parcel in
the District will generally be based on whether such parcel is categorized as Undeveloped Property or as
Developed Property. See APPENDIX A��RATES AND METHOD OF APPORTIONMENT OF SPECIAL
TAXES� and �SOURCES OF PAYMENT FOR THE BONDS�Rates and Method of Apportionment of
Special Taxes� herein.

If for any reason property within the District becomes exempt public property, including, but not
limited to, schools, streets, parks, storm drainage facilities, urban runoff facilities and fire and police stations,
subject to the limitations of the maximum authorized rates, the Special Tax will be reallocated to the remaining
taxable properties within the District. This would result in the owners or tenants of such property paying a
greater amount of the Special Tax and could have an adverse impact upon the ability and willingness of the
owners or tenants of such property to pay the Special Tax when due.

Moreover, if a substantial portion of land within the District became exempt from the Special
Tax because of public ownership, or otherwise, the maximum Special Tax which could be levied upon
the remaining property within the District might not be sufficient to pay principal of and interest on the
Bonds when due and a default could occur with respect to the payment of such principal and interest.

Failure to Develop Properties

Undeveloped or partially developed land is inherently less valuable than developed land and provides
less security to the Bondowners should it be necessary for the City to foreclose on the property due to the
nonpayment of Special Taxes. The failure to complete development of the required infrastructure for
development in the District as planned, or substantial delays in the completion of the development or the
required infrastructure for the development due to litigation or other causes may reduce the value of the
property within the 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 District
to pay the Special Taxes when due.

Land development is subject to comprehensive federal, State and local regulations. Approval is
required from various agencies in connection with the layout and design of developments, the nature and
extent of improvements, construction activity, land use, zoning, school and health requirements, as well as
numerous other matters. There is always the possibility that such approvals will not be obtained or, if
obtained, will not be obtained on a timely basis. Failure to obtain any such agency approval or satisfy such
governmental requirements would adversely affect planned land development. Finally, development of land is
subject to economic considerations.

No assurance can be given that the proposed development will be partially or fully completed, and it is
possible that cost overruns will be incurred which will require additional funding, which may or may not be
available.

The installation of the necessary infrastructure improvements and the construction of the proposed
development are subject to the receipt of ministerial and discretionary approvals from a number of public
agencies concerning the layout and design of the proposed development, the nature and extent of the
improvements, land use, health and safety requirements and other matters. The failure to obtain any such
approval could adversely affect the planned land development within the District. Moreover, there can be no
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assurance that land development operations within the District will not be adversely affected by future
governmental policies, including, but not limited to, governmental policies to restrict or control development.

Under current California law, it is generally accepted that proposed development is not exempt from
future land use regulations until building permits have been properly issued and substantial work has been
performed and substantial liabilities have been incurred in good faith reliance on such permits.

In the past, a number of communities in Southern California have placed on the ballot initiative
measures intended to control the rate of future development. It is possible that future initiatives could be
enacted, could become applicable to the proposed development and could negatively impact the ability of the
current landowners, and their successors, to complete the proposed development. The application of future
land use regulations to the proposed development could cause significant delays and cost increases in the
completion of the development and could cause the land values within the District to decrease substantially
from those estimated by the Appraiser.

There can be no assurance that land development operations within the District will not be adversely
affected by a future deterioration of the real estate market and economic conditions or future local, State and
federal governmental policies relating to real estate development, the income tax treatment of real property
ownership, the direct and indirect consequences of military and/or terrorist activities in this country or abroad
or the national economy. A slowdown of the development process and the absorption rate could adversely
affect land values and reduce the ability or desire of the Developer to pay the annual Special Taxes. In that
event, there could be a default in the payment of principal of, and interest on, the Bonds when due.

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

Except for the capitalized interest funded with the Bond proceeds, the payment of 100% of the annual
principal of and interest on the Bonds depends upon the receipt of Special Taxes levied on property owned by
the Developer, some of which is undeveloped property. Undeveloped property is less valuable per unit of area
than developed land. The undeveloped property also provides less security to the Bondowners should it be
necessary for the District to foreclose on undeveloped property due to the nonpayment of the Special Taxes.
Furthermore, an inability to develop the land within the District as currently proposed will make the
Bondowners dependent upon timely payment of the Special Taxes levied on undeveloped property for a longer
period of time than projected. A slowdown or stoppage in the continued development of the District could
reduce the willingness and ability of the Developer to make Special Tax payments on undeveloped property
and could greatly reduce the value of such property in the event it has to be foreclosed upon. See ��Land
Values� below.

Endangered Species

During the last several years, there has been an increase in activity at the State and federal level
related to the possible listing of certain plant and animal species found in the Southern California area as
endangered species. An increase in the number of endangered species is expected to curtail development in a
number of areas. The Developer is not aware of the existence of any plant or animal species which either the
California Fish and Game Commission or the United States Fish and Wildlife Service has listed or has
proposed for listing on the endangered species list located within the District and as of April 1, 2007, all of the
property within the District had been graded. Notwithstanding this fact, new species are proposed to be added
to the State and federal protected lists on a regular basis. Any action by the State or federal governments to
protect species located on or adjacent to the property within the District could negatively impact the ability of
an owner of the undeveloped land within the District, to complete the remaining development planned within
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the District. This, in turn, could reduce the likelihood of timely payment of the Special Taxes and would likely
reduce the value of the land estimated by the Appraiser and the potential revenues available at a foreclosure
sale for delinquent Special Taxes. See ��Failure to Develop Properties� and ��Land Values� below.

Natural Disasters

The District, like all California communities, may be subject to unpredictable seismic activity, fires,
floods or other natural disasters. The District is not situated within any currently designated State of California
Earthquake Fault zones. However, the District, like most of Southern California is located in a seismically
active area. Seismic activity from faults represents potential risk for damage to buildings, roads, bridges and
property within the District in the event of an earthquake. There is significant potential for destructive ground-
shaking during the occurrence of a major seismic event. In addition, land susceptible to seismic activity may
be subject to liquefaction during the occurrence of such an event.

In the event of a severe earthquake, fire, flood or other natural disaster, there may be significant
damage to both property and infrastructure in the District. As a result, the Developer or future property owners
may be unable or unwilling to pay the Special Taxes when due. In addition, the value of land in the District
could be diminished in the aftermath of such a natural disaster, reducing the resulting proceeds of foreclosure
sales in the event of delinquencies in the payment of the Special Taxes.

The District is located outside the 500-year floodplain.

Hazardous Substances

The value of a parcel may be substantially reduced due to the presence of a hazardous substance. In
general, the owners and operators of a parcel may be required by law to remedy conditions of the parcel
relating to releases or threatened releases of hazardous substances. The Federal Comprehensive
Environmental Response, Compensation and Liability Act of 1980, sometimes referred to as �CERCLA� or
the �Superfund Act,� is the most well-known and widely applicable of these laws, but California laws with
regard to hazardous substances are also stringent and similar. Under many of these laws, the owner or
operator is obligated to remedy a hazardous substance condition of property whether or not the owner or
operator has anything to do with creating or handling the hazardous substance. The effect, therefore, should
any of the taxed parcels be affected by a hazardous substance, is to reduce the marketability and value of the
parcel by the costs of remedying the condition, because the purchaser, upon becoming owner, will become
obligated to remedy the condition just as is the seller.

Further, it is possible that liabilities may arise in the future with respect to any of the parcels 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 it. All of these possibilities could significantly affect the value of a
parcel that is realizable upon a delinquency. The Developer is not aware of any hazardous substances located
within the District.

Parity Taxes, Special Assessments and Land Development Costs

The Special Taxes and any penalties thereon will constitute a lien against the lots and parcels of land
on which they will be annually imposed until they are paid. Such lien is on a parity with all special taxes and
special assessments levied by other agencies and is co-equal to and independent of the lien for general property
taxes regardless of when they are imposed upon the same property. The Special Taxes have priority over all
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existing and future private liens imposed on the property, except for liens or security interests held by the
Federal Deposit Insurance Corporation. See ��Bankruptcy and Foreclosure� below.

Development of land within the District is contingent upon construction or acquisition of major public
improvements such as arterial streets, water distribution facilities, sewage collection and transmission facilities,
drainage and flood protection facilities, gas, telephone and electrical facilities, and street lighting, as well as
local in-tract improvements and on-site grading and related improvements. The off-site improvements for the
District are being constructed by Beazer and not the Developer. See �THE DEVELOPMENT AND
PROPERTY OWNERSHIP�Infrastructure Requirements and Construction Status� herein. Certain of these
improvements have been acquired and/or completed; however, there can be no assurance that the remaining
improvements will be constructed or will be constructed in time for development to proceed as currently
expected. The cost of these additional improvements plus the public and private in-tract, on-site and off-site
improvements could increase the public and private debt for which the land within the District is security. This
increased debt could reduce the ability or desire of the property owners to pay the annual Special Taxes levied
against the property. In that event there could be a default in the payment of principal of, and interest on, the
Bonds when due.

Neither the City nor the District has control over the ability of other entities and districts to
issue indebtedness secured by special taxes or assessments payable from all or a portion of the property
within the District. In addition, the landowners within the District may, without the consent or
knowledge of the City, petition other public agencies to issue public indebtedness secured by special
taxes or assessments. Any such special taxes or assessments may have a lien on such property on a
parity with the Special Taxes and could reduce the estimated value-to-lien ratios for property within the
District described herein.

Disclosures to Future Purchasers

The willingness or ability of an owner of a parcel to pay the Special Tax even if the value of the parcel
is sufficient may be affected by whether or not the owner was given due notice of the Special Tax
authorization at the time the owner purchased the parcel, was informed of the amount of the Special Tax on the
parcel should the Special Tax be levied at the maximum tax rate and the risk of such a levy and, at the time of
such a levy, has the ability to pay it as well as pay other expenses and obligations. The City has caused a
notice of the Special Tax lien to be recorded in the Office of the Recorder for the County against each parcel.
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 property within the District or lending of money thereon.

The Act requires the subdivider (or its agent or representative) of a subdivision to notify a prospective
purchaser or long-term lessor of any lot, parcel, or unit subject to a Mello-Roos special tax of the existence and
maximum amount of such special tax using a statutorily prescribed form. California Civil Code Section
1102.6b requires that in the case of transfers other than those covered by the above requirement, the seller must
at least make a good faith effort to notify the prospective purchaser of the special tax lien in a format
prescribed by statute. Failure by an owner of the property to comply with the above requirements, or failure by
a purchaser or lessor to consider or understand the nature and existence of the Special Tax, could adversely
affect the willingness and ability of the purchaser or lessor to pay the Special Tax when due.

Special Tax Delinquencies

Under provisions of the Act, the Special Taxes, from which funds necessary for the payment of
principal of, and interest on, the Bonds are derived, are customarily billed to the properties within the District
on the ad valorem property tax bills sent to owners of such properties. The Act currently provides that such
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Special Tax installments are due and payable, and bear the same penalties and interest for non-payment, as do
ad valorem property tax installments.

See �SOURCES OF PAYMENT FOR THE BONDS�Proceeds of Foreclosure Sales,� for a
discussion of the provisions which apply, and procedures which the City is obligated to follow under the Fiscal
Agent Agreement, in the event of delinquencies in the payment of Special Taxes. See ��Bankruptcy and
Foreclosure� below, for a discussion of the policy of the Federal Deposit Insurance Corporation (the �FDIC�)
regarding the payment of special taxes and assessment and limitations on the City�s ability to foreclosure on
the lien of the Special Taxes in certain circumstances.

Non-Cash Payments of Special Taxes

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

Payment of the Special Tax is not a Personal Obligation of the Owners

An owner of a taxable parcel is not personally obligated to pay the Special Tax. Rather, the Special
Tax is an obligation which is secured only by a lien against the taxable parcel. If the value of a taxable parcel
is not sufficient, taking into account other liens imposed by public agencies, to secure fully the Special Tax,
the City has no recourse against the owner.

Land Values

The value of the property within the District is a critical factor in determining the investment quality
of the Bonds. If a property owner is delinquent in the payment of Special Taxes, the City�s only remedy is to
commence foreclosure proceedings in an attempt to obtain funds to pay the Special Taxes. Reductions in
property values due to a downturn in the economy, physical events such as earthquakes, fires, floods or
military or terrorist activities, stricter land use regulations, delays in development or other events will adversely
impact the security underlying the Special Taxes. See �THE COMMUNITY FACILITIES DISTRICT�
Estimated Appraised Value-to-Lien Ratio� herein.

The Appraiser has estimated, on the basis of certain definitions, assumptions and limiting conditions
contained in the Appraisal, that as of March 19, 2007 the value of the land and buildings within the District
was $21,000,000.

The Appraisal is based on the assumptions as stated in APPENDIX C��APPRAISAL REPORT.�
The Appraisal does not reflect any possible negative impact which could occur by reason of future slow or no
growth voter initiatives, any potential limitations on development occurring due to time delays, an inability of
the Developer or Beazer to obtain any needed development approval or permit, the presence of hazardous
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substances within the District, the listing of endangered species or the determination that habitat for
endangered or threatened species exists within the District, or other similar situations.

Prospective purchasers of the Bonds should not assume that the land within the District could be sold
for the appraised amounts described above at a foreclosure sale for delinquent Special Taxes. In arriving at the
estimates of value, the Appraiser assumes that any sale will be unaffected by undue stimulus and will occur
following a reasonable marketing period, which is not always present in a foreclosure sale. See the Appraisal
Summary included as APPENDIX C for a description of other assumptions made by the Appraiser and for the
definitions and limiting conditions used by the Appraiser.

No assurance can be given that, should a parcel with delinquent Special Taxes be foreclosed upon and
sold for the amount of the delinquency, any bid will be received for such property or, if a bid is received, that
such bid will be sufficient to pay all delinquent Special Taxes. See �SOURCES OF PAYMENT FOR THE
BONDS�Proceeds of Foreclosure Sales� herein.

FDIC/Federal Government Interests in Properties

The ability of the District to foreclose the lien of delinquent unpaid Special Tax installments may be
limited with regard to properties in which the Federal Deposit Insurance Corporation (the �FDIC�) has an
interest. In the event that any financial institution making any loan which is secured by real property within
the District is taken over by the FDIC, and prior thereto or thereafter the loan or loans go into default, then the
ability of the District to collect interest and penalties specified by State law and to foreclose the lien of
delinquent unpaid Special Taxes may be limited.

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

The Policy Statement states that the FDIC generally will not pay non-ad valorem taxes, including
special assessments, on property in which it has a fee interest unless the amount of tax is fixed at the time that
the FDIC acquires its fee interest in the property, nor will it recognize the validity of any lien to the extent it
purports to secure the payment of any such amounts. Special taxes imposed under the Mello-Roos 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.

The District is unable to predict what effect the application of the Policy Statement would have in the
event of a delinquency in the payment of Special Taxes on a parcel within the District in which the FDIC has
or obtains an interest, although prohibiting the lien of the FDIC to be foreclosed out at a judicial foreclosure
sale could reduce or eliminate the number of persons willing to purchase a parcel at a foreclosure sale. Such
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an outcome could cause a draw on the Reserve Fund and perhaps, ultimately, a default in payment on the
Bonds.

Bankruptcy and Foreclosure

Bankruptcy, insolvency and other laws generally affecting creditor�s rights could adversely impact the
interests of owners of the Bonds in at least two ways. First, the payment of property owners� taxes and the
ability of the 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 �SOURCES OF PAYMENT
FOR THE BONDS�Proceeds of Foreclosure Sales� herein. In addition, the prosecution of a foreclosure
could be delayed due to many reasons, including crowded local court calendars or lengthy procedural delays.

Secondly, the Bankruptcy Code might prevent moneys on deposit in the Special Tax Fund and the
Reserve Fund from being applied to pay interest on the Bonds and/or to redeem Bonds if bankruptcy
proceedings were brought by or against the current landowner or its successors and if the court found that any
of such landowners had an interest in such moneys within the meaning of Section 541(a)(1) of the Bankruptcy
Code.

Although a bankruptcy proceeding would not cause the Special Taxes to become extinguished, the
amount and priority of any Special Tax lien could be modified if the value of the property falls below the value
of the lien. If the value of the property is less than the lien, such excess amount could be treated as an
unsecured claim by the bankruptcy court. In addition, bankruptcy of a property owner could result in a delay
in procuring Superior Court foreclosure proceedings. Such delay would increase the likelihood of a delay or
default in payment of the principal of, and interest on, the Bonds and the possibility of delinquent tax
installments not being paid in full.

The various legal opinions to be delivered concurrently with the delivery of the 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.

No Acceleration Provision

The Bonds do not contain a provision allowing for the acceleration of the Bonds in the event of a
payment default or other default under the Bonds or the Fiscal Agent Agreement.

Loss of Tax Exemption

As discussed under the caption �TAX MATTERS,� the interest on the Bonds could become
includable in gross income for federal income tax purposes retroactive to the date of issuance of the Bonds as a
result of a failure of the City to comply with certain provisions of the Internal Revenue Code of 1986, as
amended. Should such an event of taxability occur, the Bonds are not subject to early redemption and will
remain outstanding to maturity or until redeemed under the optional redemption provisions of the Fiscal Agent
Agreement.

Limitations on Remedies

Remedies available to the Owners of the Bonds may be limited by a variety of factors and may be
inadequate to assure the timely payment of principal of and interest on the Bonds or to preserve the tax-exempt
status of interest on the Bonds.
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Bond Counsel has limited its opinion as to the enforceability of the Bonds and of the Fiscal Agent
Agreement to the extent that enforceability may be limited by bankruptcy, insolvency, reorganization,
fraudulent conveyance or transfer, moratorium, or other similar laws affecting generally the enforcement of
creditors� rights, by equitable principles and by the exercise of judicial discretion. The lack of availability of
certain remedies or the limitation of remedies may entail risks of delay, limitation or modification of the rights
of the Owners of the Bonds.

Limited Secondary Market

There can be no guarantee that there will be a secondary market for the Bonds or, if a secondary
market exists, that such Bonds can be sold for any particular price. Although the City and the Developer 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. See �CONTINUING
DISCLOSURE� herein. 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, 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.

Proposition 218

An initiative measure entitled the �Right to Vote on Taxes Act� (the �Initiative�) was approved by the
voters of the State at the November 5, 1996 general election. The Initiative added 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.� Provisions of the Initiative have been and will continue
to be interpreted by the courts. The Initiative could potentially impact the Special Taxes otherwise available to
the District to pay the principal of and interest on the Bonds as described below.

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
Rates and Method of Apportionment of an existing special tax. However, the Act prohibits a legislative body
from adopting any resolution to reduce the rate of any special tax or terminate the levy of any special tax
pledged to repay any debt incurred pursuant to the Act unless such legislative body determines that the
reduction or termination of the special tax would not interfere with the timely retirement of that debt. On
July 1, 1997, a bill was 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 Bonds.
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It may be possible, however, for voters or the District or the City acting as the legislative body of the
District to reduce the Special Taxes in a manner which does not interfere with the timely repayment of the
Bonds, but which does reduce the maximum amount of Special Taxes that may be levied in any year below the
existing levels. 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 Bonds. Therefore, no assurance
can be given with respect to the levy of Special Taxes for Administrative Expenses. Nevertheless, the District
has covenanted that it will not initiate proceedings under the Act to reduce the maximum Special Tax rates on
parcels of Developed Property within the District below the amounts which are necessary to provide the
Special Tax Revenues in an amount equal to the estimated Administrative Expense on the then current Fiscal
Year plus an amount equal to one hundred ten percent (110%) of Maximum Annual Debt Service on the
Outstanding Bonds. The District also has covenanted that, in the event an initiative is adopted which purports
to reduce or otherwise alter the Maximum Rates, it will commence and pursue legal action in seeking to
preserve its ability to comply with the foregoing covenant. However, no assurance can be given as to the
enforceability of the foregoing covenants.

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

Ballot Initiatives

Article XIII A, Article XIII B and Proposition 218 were adopted pursuant to measures qualified for
the ballot pursuant to California�s constitutional initiative process. On March 6, 1995 in the case of Rossi v.
Brown, the State Supreme Court held that an initiative can repeal a tax ordinance and prohibit the imposition
of further such taxes and that the exemption from the referendum requirements does not apply to initiatives.
From time to time, other initiative measures could be adopted by California voters. The adoption of any such
initiative might place limitations on the ability of the State, the City or local districts to increase revenues or to
increase appropriations or on the ability of the landowners within the District to complete the remaining
proposed development. See �SPECIAL RISK FACTORS�Failure to Develop Properties� herein.

CONTINUING DISCLOSURE

Pursuant to a Continuing Disclosure Agreement with the Fiscal Agent, as dissemination agent (the
�Disclosure Agreement�), the City, for and on behalf of the District, has agreed to provide, or cause to be
provided, to each nationally recognized municipal securities information repository and any public or private
repository or entity designated by the State as a state repository for purposes of Rule 15c2-12(b)(5) adopted by
the Securities and Exchange Commission (each, a �Repository�) certain annual financial information and
operating data concerning the District. The Annual Report to be filed by the City for and on behalf of the
District is to be filed not later than April 1 of each year, beginning April 1, 2008 and is to include audited
financial statements of the City. The requirement that the City file its audited financial statements as a part of
the Annual Report has been included in the Disclosure Agreement solely to satisfy the provisions of
Rule 15c2-12. The inclusion of this information does not mean that the Bonds are secured by any resources or
property of the City other than as described hereinabove. See �SOURCES OF PAYMENT FOR THE
BONDS� and �SPECIAL RISK FACTORS�Limited Obligations� herein. The City has complied in all
material respects with each of its previous undertakings with regard to Rule 15c2-12 to provide annual reports
or notices of material events. The full text of the Disclosure Agreement is set forth in APPENDIX E.

To assist the Underwriter in complying with Rule 15c2-12(b)(5), the Developer will enter into a
Continuing Disclosure Agreement (the �Developer Disclosure Agreement�) covenanting prior to the
termination of the Developer Disclosure Agreement to provide an Annual Report not later than March 1 of
each year beginning March 1, 2008 and a Semiannual Report not later than September 1 of each year,
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commencing September 1, 2007. The Annual Reports provided by the Developer will contain audited
financial statements and the additional financial and operating data outlined in Section 4 of the Developer
Disclosure Agreement, a form of which is attached in APPENDIX F. In addition to the information expressly
required to be provided pursuant to the Developer Disclosure Agreement, the Developer are also required to
provide such further information, if any, as may be necessary to make the specifically required statements, in
the light of the circumstances under which they are made, not misleading. The Developer has not previously
entered into an undertaking with regard to Rule 15c2-12.

The Developer Disclosure Agreement will inure solely to the benefit of the City, any Dissemination
Agent, the Underwriter and owners or Beneficial Owners from time to time of the Bonds.

TAX MATTERS

In the opinion of Best Best & Krieger LLP (�Bond Counsel�), based upon an analysis of existing
laws, regulations, rulings and court decisions, and assuming, among other matters, compliance with certain
covenants, interest on the Bonds is excluded from gross income for federal income tax purposes under
Section 103 of the Internal Revenue Code of 1986 (the �Code�) and is exempt from State of California
personal income taxes. Bond Counsel is of the further opinion that interest on the Bonds is not a specific
preference item for purposes of the federal individual or corporate alternative minimum taxes, although Bond
Counsel observes that such interest is included in adjusted current earnings when calculating federal corporate
alternative minimum taxable income. A complete copy of the proposed form of opinion of Bond Counsel is
set forth in Appendix G hereto.

The Code imposes various restrictions, conditions and requirements relating to the exclusion from
gross income for federal income tax purposes of interest on obligations such as the Bonds. The District has
covenanted to comply with certain restrictions designed to insure that interest on the Bonds will not be
included in federal gross income. Failure to comply with these covenants may result in interest on the Bonds
being included in federal gross income, possibly from the date of original issuance of the Bonds. The opinion
of Bond Counsel assumes compliance with these covenants. Bond Counsel has not undertaken to determine
(or to inform any person) whether any actions taken (or not taken) or events occurring (or not occurring) after
the date of issuance of the Bonds may adversely affect the value of, or the tax status of interest on, the Bonds.
Further, no assurance can be given that pending or future legislation or amendments to the Code, if enacted
into law, or any proposed legislation or amendments to the Code, will not adversely affect the value of, or the
tax status of interest on, the Bonds. Prospective Bondholders are urged to consult their own tax advisors with
respect to proposals to restructure the federal income tax.

Certain requirements and procedures contained or referred to in the Indenture, the Tax Certificate, and
other relevant documents may be changed and certain actions (including, without limitation, defeasance of the
Bonds) may be taken or omitted under the circumstances and subject to the terms and conditions set forth in
such documents. Bond Counsel expresses no opinion as to any Bond or the interest thereon if any such change
occurs or action is taken or omitted upon the advice or approval of Bond Counsel other than itself.

Although Bond Counsel is of the opinion that interest on the Bonds is excluded from gross income for
federal income tax purposes and is exempt from State of California personal income taxes, the ownership or
disposition of, or the accrual or receipt of interest on, the Bonds may otherwise affect a Bondholder�s federal
or state tax liability. The nature and extent of these other tax consequences will depend upon the particular tax
status of the Bondholder or the Bondholder�s other items of income or deduction, and Bond Counsel expresses
no opinion regarding any such other tax consequences.
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LEGAL MATTERS

The legal opinion of Best Best & Krieger LLP, San Diego, California, approving the validity of the
Bonds in substantially the form set forth as APPENDIX G hereto, will be made available to purchasers at the
time of original delivery. A copy of the legal opinion for the Bonds will be provided with each definitive
bond. Certain legal matters will be passed upon for the City and the District by the City Attorney and for the
District by Stradling Yocca Carlson & Rauth, a Professional Corporation, as Disclosure Counsel (�Disclosure
Counsel�).

LITIGATION

No litigation is pending or threatened concerning the validity of the Bonds or the pledge of Special
Taxes to repay the Bonds and a certificate of the City to that effect will be furnished to the Underwriter at the
time of the original delivery of the Bonds. The City is not aware of any litigation pending or threatened which
questions the existence of the District or the City or contests the authority of the City to levy and collect the
Special Taxes or to issue and retire the Bonds.

NO RATING

The City has not made and does not contemplate making application to any rating agency for the
assignment of a rating of the Bonds.

UNDERWRITING

The Bonds are being purchased by E J. De La Rosa & Co., Inc. (the �Underwriter�). The Underwriter
has agreed to purchase the Bonds at a price of $5,734,695.00 (being $5,870,000.00 aggregate principal amount
thereof, less Underwriter�s discount of $89,047.90 and less original issue discount of $46,257.10). The
purchase agreement relating to the Bonds provides that the Underwriter will purchase all of the Bonds if any
are purchased. The obligation to make such purchase is subject to certain terms and conditions set forth in
such purchase agreement, the approval of certain legal matters by counsel and certain other conditions.

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

FINANCIAL INTERESTS

The fees being paid to the Underwriter are contingent upon the issuance and delivery of the Bonds. A
portion of the fees paid to the Financial Advisor, Bond Counsel and Disclosure Counsel is contingent upon the
issuance and delivery of the Bonds. From time to time, Bond Counsel and Disclosure Counsel represent the
Underwriter on matters unrelated to the Bonds.

PENDING LEGISLATION

The City is not aware of any significant pending legislation which would have material adverse
consequences on the Bonds or the ability of the City to pay the principal of and interest on the Bonds when
due.
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ADDITIONAL INFORMATION

The purpose of this Official Statement is to supply information to prospective buyers of the Bonds.
Quotations and summaries and explanations of the Bonds and documents contained in this Official Statement
do not purport to be complete, and reference is made to such documents for full and complete statements and
their provisions.

The execution and delivery of this Official Statement by the Finance Director of the City has been
duly authorized by the City Council of the City of Moreno Valley acting in its capacity as the legislative body
of the District.

CITY OF MORENO VALLEY FOR AND ON
BEHALF OF COMMUNITY FACILITIES DISTRICT
NO. 5 OF THE CITY OF MORENO VALLEY

By: /s/ Steven M. Chapman
Finance Director
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APPENDIX A

RATES AND METHOD OF APPORTIONMENT OF SPECIAL TAXES

(RATES AND METHOD OF APPORTIONMENT FOR COMMUNITY FACILITIES DISTRICT
NO. 5 OF THE CITY OF MORENO VALLEY)

A Special Tax as hereinafter defined shall be levied on all Assessor�s Parcels of Taxable Property in
Community Facilities District No. 5 of the City of Moreno Valley (�CFD No. 5�) and collected each Fiscal
Year commencing in Fiscal Year 2006-07, in an amount determined by the City Council through the
application of the appropriate Special Tax for �Developed Property� and �Undeveloped Property� as described
herein. All of the real property in CFD No. 5 shall be taxed for the purposes, to the extent and in the manner
herein provided, except property defined as Exempt Property and subject to Section E below.

A. DEFINITIONS

The terms hereinafter set forth have the following meanings:

�Acre or Acreage� means the land area (excluding rights-of-way) of an Assessor�s Parcel as shown
on an Assessor�s Parcel Map, or if the land area is not shown on an Assessor�s Parcel Map, the land
area shown on the applicable Final Map, condominium plan, or other recorded parcel map (excluding
rights-of-way). If the land area is presented in square footage, then the Acreage equals the parcel
square footage divided by 43,560 (square footage per Acre).

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

�Administrative Expenses� means the following actual or reasonably estimated costs directly related
to the administration of CFD No. 5: the costs of computing the Special Taxes and preparing the
annual Special Tax collection schedules (whether by the City or designee thereof or both); the costs of
collecting the Special Taxes (whether by the City or otherwise); the costs of remitting the Special
Taxes to the Trustee; the costs of the Trustee (including its legal counsel) in the discharge of the
duties required of it under the Indenture; the costs to the City, CFD No. 5 or any designee thereof of
complying with arbitrage rebate requirements, including but not limited to, any rebate obligation; the
costs to the City, CFD No. 5 or any designee thereof of complying with disclosure requirements of the
City and/or, CFD No. 5 associated with applicable federal and state securities laws and the Act; the
costs associated with preparing Special Tax disclosure statements and responding to public inquiries
regarding the Special Taxes; the costs to the City, CFD No. 5 or any designee thereof related to any
appeal of the Special Tax; the costs associated with the release of funds from an escrow or appeals
account, including appraisal costs; and the City�s annual administration fees and third party expenses.
Administrative Expenses shall also include amounts estimated by the CFD Administrator or advanced
by the City or CFD No. 5 for any other administrative purposes of CFD No. 5, including attorney's
fees and other costs related to commencing and pursuing to completion any foreclosure of delinquent
Special Taxes.

�Assessor�s Parcel� means a parcel shown in an Assessor�s Parcel Map with an assigned Assessor�s
Parcel Number.

�Assessor�s Parcel Map� means an official map of the Assessor of the County designating parcels by
Assessor�s Parcel Number.
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�Bonds� means any binding obligation including bonds or other debt (as defined in Section 53317(d)
of the Act), whether in one or more series, issued by CFD No. 5 under the Act.

�CFD Administrator� means the Enterprise Services Manager of the City of Moreno Valley, or
designee thereof, responsible for determining the Special Tax Requirement and providing for the levy
and collection of the Special Taxes.

�CFD No. 5� means Community Facilities District No. 5 of the City of Moreno Valley.

�City� means the City of Moreno Valley.

�City Council� means the City Council of the City, acting as the legislative body of CFD No. 5.
�County� means the County of Riverside.

�Final Map� means a final map or parcel map approved by the City pursuant to the Subdivision Map
Act (California Government Code Section 66410 et seq.) that creates individual lots for which
building permits may be issued.

�Fiscal Year� means the period starting July 1 of any year and ending on the following June 30.

�Indenture� means the indenture, fiscal agent agreement, resolution or other instrument pursuant to
which Bonds are issued, as modified, amended and/or supplemented from time to time, and any
instrument replacing or supplementing the same.

�Outstanding Bonds� means all Bonds that are deemed to be outstanding under the Indenture.

�Property�:

�Developed Property� means for each Fiscal Year, all Taxable Property for which a building
permit for new construction was issued prior to March 1 of the prior Fiscal Year.

�Exempt Property� means any property not subject to Special Tax as described under
Section E, herein.

�Taxable Property� means all of the Assessor�s Parcels within the boundaries of CFD No. 5,
which are not classified as Exempt Property.

�Undeveloped Property� means, for each Fiscal Year, all Taxable Property not classified as
Developed Property.

�Proportionately� means for Developed Property that the ratio of the actual Special Tax levy per acre
to the Maximum Annual Special Tax per acre is equal for all Assessor�s Parcels of Developed
Property within CFD No. 5. For Undeveloped Property, �Proportionately� means that the ratio of the
actual Special Tax levy per Acre to the Maximum Annual Special Tax per Acre is equal for all
Assessor�s Parcels of Undeveloped Property in CFD No. 5.

�State� means the State of California.

�Tax�:

�Maximum Annual Special Tax� means the maximum Special Tax, determined in
accordance with Section C, that can be levied in any Fiscal Year on any Assessor�s Parcel.
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�Special Tax� means the special tax to be levied in each Fiscal Year on each Assessor�s
Parcel of Developed Property and Undeveloped Property to fund the Annual Special Tax
Requirement.

�Annual Special Tax Requirement� means that amount required in any Fiscal Year for
CFD No. 5 to pay the sum of: (i) debt service on all Outstanding Bonds; (ii) periodic costs on
the Bonds, including but not limited to, credit enhancement and rebate payments on the
Bonds; (iii) Administrative Expenses; (iv) any amounts required to establish or replenish any
reserve funds for all Bonds issued or to be issued by CFD No. 5; and (v) any amounts
required for the acquisition or construction of facilities eligible under the Act. In arriving at
the Annual Special Tax Requirement, the CFD Administrator shall take into account the
reasonably anticipated delinquent Special Taxes based on the delinquency rate for Special
Taxes levied in the previous Fiscal Year and shall give a credit for funds available to reduce
the annual Special Tax levy.

�Trustee� means the trustee, fiscal agent, or paying agent under the Indenture.

B. CLASSIFICATION OF PROPERTIES

Each Fiscal Year, all Property within CFD No. 5 shall be classified as Taxable Property or Exempt
Property. Taxable Property shall be further classified as Developed Property or Undeveloped
Property and shall be subject to Special Taxes up to the rates set forth in Section C and in accordance
with the method of apportionment pursuant to Section D.

C. SPECIAL TAX RATE

1. Developed Property

a. Maximum Annual Special Tax

The Maximum Annual Special Tax for each Assessor�s Parcel of Developed
Property shall be $10,652 per Acre for Fiscal Year 2006-2007, and shall increase
thereafter, commencing on July 1, 2007 and on July 1 of each Fiscal Year thereafter,
by an amount equal to two percent (2%) of the Maximum Annual Special Tax in
effect in the previous Fiscal Year.

2. Undeveloped Property

a. Maximum Annual Special Tax

The Maximum Annual Special Tax for each Assessor�s Parcel of Undeveloped
Property shall be $10,652 per Acre for Fiscal Year 2006-07, and shall increase
thereafter, commencing on July 1, 2007 and on July 1 of each Fiscal Year thereafter,
by an amount equal to two percent (2%) of the Maximum Annual Special Tax for the
previous Fiscal Year.

D. METHOD OF APPORTIONMENT OF THE SPECIAL TAX

Commencing with Fiscal Year 2006-07 and for each following Fiscal Year, the City Council shall
levy the Special Tax until the amount of Special Taxes levied equals the Annual Special Tax
Requirement. The Special Tax shall be levied each Fiscal Year as follows:
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First, the Special Tax shall be levied Proportionately on each Assessor�s Parcel of Developed
Property at up to 100% of the applicable Maximum Annual Special Tax.

Second, if additional monies are needed to satisfy the Annual Special Tax Requirement, the
Special Tax shall be levied Proportionately on each Assessor�s Parcel of Undeveloped
Property at up to 100% of the applicable Maximum Annual Special Tax.

E. EXEMPTIONS

At the time the Special Tax is enrolled for the Fiscal Year for which the Special Tax is being levied,
the CFD Administrator shall classify as Exempt Property: (i) Assessor�s Parcels owned by, dedicated
to, or irrevocably offered for dedication to the State of California, federal or other local governments;
(ii) Assessor�s Parcels with public or utility easements making impractical their utilization for other
than the purposes set forth in the easement; (iii) Assessor�s Parcels owned by a property owner�s
association; provided that no such classification would reduce the Acreage of Taxable Property to less
than 55.4 Acres. The CFD Administrator shall classify property as Exempt Property in the
chronological order that such property qualifies to be classified as such. Assessor�s Parcels which
cannot be classified as Exempt Property because such classification would reduce the Acreage of
Taxable Property to less than 55.4 Acres will be classified as Undeveloped Property, and will be
subject to Special Taxes accordingly. If the use of an Assessor�s Parcel classified as Exempt Property
changes so that such Assessor�s Parcel is no longer classified as one of the uses that would make such
Assessor�s Parcel eligible to be classified as Exempt Property, such Assessor�s Parcel shall cease to be
classified as Exempt Property and shall be classified as Taxable Property.

F. MANNER OF COLLECTION

The Special Tax shall be collected in the same manner and at the same time as ordinary ad valorem
property taxes; provided, however, that CFD No. 5 may directly bill the Special Tax, may collect
Special Taxes at a different time or in a different manner if necessary to meet its financial obligations,
and may covenant to foreclose and may actually foreclose on delinquent Assessor�s Parcels as
permitted by the Act.

G. PREPAYMENT OF SPECIAL TAX

The following additional definitions apply to Section G, herein:

�CFD Public Facilities� means those public facilities authorized to be financed by CFD No. 5.

�CFD Public Facilities Costs� means either $8,300,000, or such lower number as shall be
determined either by (a) the CFD Administrator as sufficient to finance the CFD Public Facilities, or
(b) the City Council concurrently with a covenant that it will not issue any more Bonds to be secured
by Special Taxes levied under this Rate and Method of Apportionment.

�Construction Fund� means the fund as identified in the Indenture, which is used to disburse funds
to pay the cost and acquisition of public improvements funded with the Bond proceeds or Special
Taxes.

�Construction Inflation Index� means the annual percentage change in the Engineering
News-Record Building Cost Index for the City of Los Angeles, measured as of the last day of that
calendar year, which ends in the previous Fiscal Year. In the event this index ceases to be published,
the inflation index shall be another index as determined by the CFD Administrator that is reasonably
comparable to the Engineering News-Record Building Cost Index for the City of Los Angeles.
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�Future Facilities Costs� means the CFD Public Facilities Costs minus: (a) the portion of the CFD
Public Facilities Costs previously funded (i) from the proceeds of all previously issued Bonds,
(ii) from interest earnings on the Construction Fund actually earned prior to the date of prepayment,
and (iii) directly from Special Tax revenues; and (b) the amount of the proceeds of all previously
issued Bonds, including interest earnings and Special Tax revenues, then on deposit in the
Construction Fund.

�Outstanding Bonds� means all previously issued Bonds that have been issued prior to the date of
the prepayment which will remain outstanding after the first interest and/or principal payment date
following the current Fiscal Year, excluding Bonds to be redeemed at a later date with the proceeds of
prior prepayments of Special Taxes.

Prepayment of a Special Tax in Part or in Full

The Special Tax obligation applicable to an Assessor�s Parcel may be prepaid at any time and the
obligation of such Assessor�s Parcel to pay any Special Tax may be fully or partially satisfied as
described herein. The CFD Administrator may charge a reasonable fee for calculation of the
Prepayment Amount as defined below.

1. Prepayment in Full

The Maximum Annual Special Tax obligation may be prepaid and permanently satisfied for
any Assessor�s Parcel. The Maximum Annual Special Tax obligation applicable to such
Assessor�s Parcel may be fully prepaid and the obligation of the Assessor�s Parcel to pay the
Special Tax permanently satisfied as described herein; provided that a prepayment may be
made only if there are no delinquent Special Taxes with respect to such Assessor�s Parcel at
the time of prepayment. An owner of an Assessor�s Parcel intending to prepay the Maximum
Annual Special Tax obligation shall provide the CFD Administrator with written notice of
intent to prepay. Within 30 days of receipt of such written notice, the CFD Administrator
shall notify such owner of the prepayment amount of such Assessor�s Parcel. The CFD
Administrator may charge a reasonable fee for providing this figure.

The Prepayment Amount (defined below) shall be calculated as follows (capitalized terms as defined
below):

Bond Redemption Amount
plus Redemption Premium
plus Future Facilities Amount
plus Defeasance Amount
plus Prepayment Fees and Expenses
less Reserve Fund Credit
less Capitalized Interest Credit
equals Prepayment Amount

As of the proposed date of prepayment, the Prepayment Amount (defined below) shall be calculated
as follows:

1. Compute the Maximum Annual Special Tax for the Assessor�s Parcel to be prepaid.

2. Divide the Maximum Annual Special Tax computed pursuant to paragraph 1 by the
sum of the total expected Maximum Annual Special Tax revenues that may be levied
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within CFD No. 5 excluding any Assessors Parcels for which the Maximum Annual
Special Tax obligation has been previously prepaid.

3. Multiply the quotient computed pursuant to paragraph 2 by the principal amount of
Outstanding Bonds to compute the amount of Outstanding Bonds to be retired and
prepaid (the �Bond Redemption Amount�).

4. Multiply the Bond Redemption Amount computed pursuant to paragraph 3 by the
applicable redemption premium, if any, on the Outstanding Bonds to be redeemed
(the �Redemption Premium�).

5. If all of the authorized Bonds to be issued for CFD No. 5 have not been issued,
compute the Future Facilities Costs.

6. Multiply the quotient computed pursuant to paragraph 2 by the amount determined
pursuant to paragraph 5 to compute the amount of Future Facilities Costs to be
allocated to such Assessor�s Parcel (the �Future Facilities Amount�).

7. Compute the amount needed to pay interest on the Bond Redemption Amount from
the first bond interest and/or principal payment date following the current Fiscal Year
until the earliest redemption date for the Outstanding Bonds.

8. Confirm that no Special Tax delinquencies apply to such Assessor�s Parcel.

9. Determine the Special Taxes levied on the Assessor�s Parcel in the current Fiscal
Year that have not yet been paid.

10. Determine the fees and expenses of CFD No. 5, including but not limited to, the
costs of computation of the prepayment, the costs to invest the prepayment proceeds,
the costs of redeeming Bonds from the proceeds of such prepayment, and the cost of
recording any notices to evidence the prepayment and the redemption (the
�Prepayment Fees and Expenses�).

11. Compute the amount the CFD Administrator reasonably expects to derive from the
reinvestment of the Prepayment Amount less the Prepayment Fees and Expenses as
determined pursuant to paragraph 10, from the date of prepayment until the
redemption date for the Outstanding Bonds to be redeemed with the prepayment.

12. Add the amounts computed pursuant to paragraphs 7 and 9 and subtract the amount
computed pursuant to paragraph 11 (the �Defeasance Amount�).

13. The reserve fund credit (the �Reserve Fund Credit�) shall equal the lesser of: (a) the
expected reduction in the reserve requirement (as defined in the Indenture), if any,
associated with the redemption of Outstanding Bonds as a result of the prepayment;
or (b) the amount derived by subtracting the new reserve requirement (as defined in
the Indenture) in effect after the redemption of Outstanding Bonds as a result of the
prepayment from the balance in the reserve fund on the prepayment date, but in no
event shall such amount be less than zero. No Reserve Fund Credit shall be granted
if the amount then on deposit in the reserve fund for the Outstanding Bonds is below
100% of the reserve fund requirement (as defined in the Indenture).
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14. If any capitalized interest for the Outstanding Bonds will not have been expended at
the time of the first interest and/or principal payment following the current Fiscal
Year, a capitalized interest credit shall be calculated by multiplying the quotient
computed pursuant to paragraph 2 by the expected balance in the capitalized interest
fund after such first interest and/or principal payment (the �Capitalized Interest
Credit�).

15. The Maximum Annual Special Tax prepayment is equal to the sum of the amounts
computed pursuant to paragraphs 3, 4, 6, 10 and 12, less the amounts computed
pursuant to paragraphs 13 and 14 (the �Prepayment Amount�).

16. From the Prepayment Amount, the amounts computed pursuant to paragraphs 3, 4,
12, 13, and 14 shall be deposited into the appropriate fund as established under the
Indenture and be used to retire Outstanding Bonds or make debt service payments.
CFD No. 5 shall retain the amount computed pursuant to paragraph 10. The amount
computed pursuant to paragraph 6 shall be deposited in the Construction Fund.

If the Prepayment Amount is insufficient to redeem Bonds in $5,000 increment of Bonds, the
increment above $5,000 or integral multiple thereof will be retained in the appropriate fund
established under the Indenture to be used with the next prepayment of bonds or to make debt
service payments.

As a result of the payment of the current Fiscal Year�s Special Tax levy as determined under
paragraph 9 above, the CFD Administrator shall remove the current Fiscal Year�s Special Tax
levy for such Assessor�s Parcel from the County tax rolls. With respect to any Assessor�s
Parcel that is prepaid, the City Council shall cause a suitable notice to be recorded in
compliance with the Act, to indicate the prepayment of Special Taxes and the release of the
Special Tax lien on such Assessor�s Parcel, and the obligation of such Assessor�s Parcel to
pay the Special Tax shall cease.

Notwithstanding the foregoing, no Special Tax prepayment shall be allowed unless the
amount of Special Taxes, net of Administrative Expenses, that may be levied on Taxable
Property within CFD No. 5 both prior to and after the proposed prepayment is at least 1.1
times the maximum annual debt service on all Outstanding Bonds.

Tenders of Bonds in prepayment of Special Taxes may be accepted upon the terms and
conditions established by the City Council pursuant to the Act. However, the use of Bond
tenders shall only be allowed on a case-by-case basis as specifically approved by the City
Council.

2. Prepayment in Part

The Maximum Annual Special Tax obligation of an Assessor�s Parcel may be partially
prepaid. The amount of the prepayment shall be calculated as in Section G.1; except that a
partial prepayment shall be calculated according to the following formula:

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

PP = the partial prepayment
PE = the Prepayment Amount calculated according to Section G.1, minus

Prepayment Fees and Expenses pursuant to paragraph 10.
F = the percent by which the owner of the Assessor�s Parcel(s) is partially

prepaying the Maximum Annual Special Tax obligation.
A = the Prepayment Fees and Expenses pursuant to paragraph 10 of Section G.1.

The owner of an Assessor�s Parcel who desires to partially prepay the Maximum Annual
Special Tax obligation shall notify the CFD Administrator in writing of: (i) such owner�s
intent to partially prepay the Maximum Annual Special Tax obligation, (ii) the percentage by
which the Maximum Annual Special Tax obligation shall be prepaid, and (iii) the company or
agency that will be acting as the escrow agent, if applicable. The CFD Administrator shall
provide the owner with a statement of the amount required for the partial prepayment of the
Maximum Annual Special Tax obligation for an Assessor�s Parcel within 30 days of the
request and may charge a reasonable fee for providing this service.

With respect to any Assessor�s Parcel that is partially prepaid, the City shall: (i) distribute the
funds remitted to it according to paragraph 16 of Section G.1, and (ii) indicate in the records
of CFD No. 5 that there has been a partial prepayment of the Maximum Annual Special Tax
obligation and that a portion of the Maximum Annual Special Tax obligation equal to the
outstanding percentage (1.00 - F) of the remaining Special Tax obligation shall continue to be
authorized to be levied on such Assessor�s Parcel pursuant to Section D.

H. TERM OF SPECIAL TAX

For each Fiscal Year, or portion thereof, that any Bonds are Outstanding Bonds the Special Tax shall
be levied on all Assessor�s Parcels subject to the Special Tax. The Special Tax shall cease not later
than the 2046-47 Fiscal Year, however, the Special Tax will cease to be levied in an earlier Fiscal
Year if the CFD Administrator has determined (i) that all required interest and principal payments on
the CFD No. 5 Bonds have been paid; (ii) all Authorized Facilities have been acquired and all
reimbursements to the developer have been paid, (iii) no delinquent Maximum Annual Special Taxes
remain uncollected and (iv) all other obligations of CFD No. 5 have been satisfied.

I. APPEALS

Any landowner who feels that the amount of the Special Tax levied on their Assessor�s Parcel is in
error may submit a written appeal to CFD No. 5. The CFD Administrator shall review the appeal and
if the CFD Administrator concurs, the amount of the Special Tax levied shall be appropriately
modified. If the CFD Administrator�s decision requires that the Special Tax for an Assessor�s Parcel
be modified or changed in favor of the landowner, a cash refund will not be made (except for the last
year of the levy), but an adjustment shall be made to the Special Tax on that Assessor�s Parcel in the
subsequent Fiscal Year(s). The City Council may interpret this Rate and Method of Apportionment
for purposes of clarifying any ambiguity and make determinations relative to the annual administration
of the Special Tax and any landowner appeals. Any decision of the City Council shall be final and
binding as to all persons.
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EMPIRE ECONOMICS, INC. 

Economic-Real Estate Consultants 

Joseph T. Janczyk, Ph.D. 

35505 Camino Capistrano, Suite 200 

Capistrano Beach, CA  92624 

Phone: (949) 661-7012 

  Fax:   (949) 661-8763 

March 5, 2007 

City of Moreno Valley 

Re:   Market Absorption Study for Community Facilities District No. 5 (Stoneridge Ranch) 

Empire Economics (Empire) is pleased to provide you with the Market Absorption Study for Community 

Facilities District (CFD) No. 5 (Stoneridge Ranch), hereafter referred to as CFD No. 5, of the City of Moreno 

Valley; accordingly, the primary conclusions are set-forth below:  

Product Mix and Market Status

CFD No. 5  (Stoneridge Ranch) has some 33 acres that are  expected to have some 20 buildings with 

288,524 sq.ft. of space for tenants. According to information provided to Empire Economics by 

Sterling USA Development, the leasing status of the space is as follows:  

signed leases for some 116,092 (40.2%) sq.ft. 

leases out for signatures for some 9,600 (3.3%) sq.ft. 

letters of intent for 4,200 (1.5%) sq.ft. 

not committed for 158,632 (55.0%) sq.ft. 

MARKETING STATUS OF THE SPACE FOR LEASE IN CFD NO. 5

Not Committed, 

158,632

Negotiations, 9,600

Leased Out, 116,092

Letter of Intent, 4,200

B
-1
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Finally, with regards to the CFD No. 5 Special Taxes, Sterling USA Development has represented that 

each of the tenants is expected to pay the same amount, and so this would be some $1.15 per square 

foot of space per year; however, the precise amount will be determined once the Bonds are issued. 

Since the original Market Study dated September 2006, the amount of space leased out has 
increased as negotiations and letters of intent have proceeded to signed leases. However, the 
amount of space that is not committed, some 159,000 sq.ft. (55%), is almost the SAME as for   
the original Study, which was performed some five months ago. 

Current Marketing Status of the Commercial Products

The estimated absorption schedules also take into account the marketing status of the commercial-

retail pads/buildings in CFD No. 5 by Pad Areas, and these are as follows: 

Signed Leases for some 116,092 (40.2%) sq.ft. 

This space is expected to be occupied as soon as the structures are 

completed. 

Leases out for signature for 9,600 (3.3%) sq.ft. 

This space is also expected to be occupied as soon as the structures are 

completed, since there is a sufficient amount of time to complete the 

negotiations.

Letters of Intent for 4,200 (1.5%) sq.ft. 

This space is expected to be occupied approximately one year after the 

structures are completed, to allow more time to complete their 

negotiations as well as the possibility for some of these deals not being  

completed. 

Not Committed for 158,632 (55.0%) sq.ft. 

For the remaining space in Phase I, some 76,318 sq.ft., this is expected to 

be leased during 2008 and 2009. While for the space in Phase II, some 

86,514 sq.ft., this is expected to be leased during 2010 through 2011. 

Empire’s Algorithm for Estimating Absorption Schedules 

Empire Economics has estimated the expected absorption schedules for the CFD No. 5 commercial-

retail products through a comprehensive analysis of the following factors: 

The location of the retail centers, near Route 60 and Nason Street, in the easterly portion of the 

City of Moreno Valley, a newly developing area. 

The construction commitment of the anchors, Target and Kohls’, are situated 
immediately to the north of the buildings in CFD No. 5; the anchors will generate a 
significant amount of traffic; however, they are not a part of the CFD. 
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The Trade Areas for CFD No. 5, with regards to their population levels at various distances, are 

not as strong as the Trade Areas for the major retail centers located near the intersection of 

routes 215 and 60; furthermore, their freeway accessibility is also not as favorable as the other 

centers.

For the County of Riverside as well as the City of Moreno Valley, there has been a strong 

correlation between residential development and the corresponding level of retail development. 

Accordingly, the recent/expected slowdown for the real estate market result in less residential 

development, and this will cause a moderation in the amount of retail development as well. 

With regards to the level of new residential development in the City of Moreno Valley, its most 

recent peak level was attained in 2004, some 3,614 homes, and since then it has declined, to 

some 2,100 homes per year for 2005 and 2006. 

Additionally, higher level of mortgage payments, due to adjustable rate loans as well as 

mortgage resets, are expected to dampen the amount of consumer spending for retail products. 

(Note: A significant amount of demand for retail products during the past several years has 

been driven by households utilizing their housing equity gains.) 

Estimated Absorption Schedules for the Pads in CFD No. 5 (Stoneridge Ranch) 

Accordingly, the estimated absorption schedules for the commercial-retail pads  in CFD No. 5 are as 

follows:

CFD NO. 5 (STONERIDGE RANCH)
ESTIMATED ABSORPTION SCHEDULES
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Therefore, the 288,524 square feet of commercial-retail space in CFD No. 5 is  expected to be 

absorbed (building constructed and occupied by tenants)  during the 2007 through 2011time period, as 

follows:

2007: 125,692 sq.ft., as occupancy commences 

2008: 33,047 sq.ft. 

2009:  43,271 sq.ft., as occupancies are completed for Phase I 

2010: 43,257 sq.ft., as occupancies in Phase II commence 

2011: 43,257 sq.ft., as the occupancies are completed for Phase II 

      Closing Remarks 

The estimated absorption schedules for the commercial-retail  products in CFD No. 5 are subject to 

change due to potential shifts in economic/real estate market conditions and/or the development 

strategy by the developer, Sterling USA Development. 
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ESTIMATED ABSORPTION SCHEDULES
CITY OF MORENO VALLEY CFD NO. 5 (STONERIDGE RANCH)

. MARCH 5, 2007;   SUBJECT TO REVISION  .

(Note: Although particular buildings will be occupied in a specific years, their absorption sometimes spans several years, 
in order to reflect the lack of certainty regarding the precise year in which they will be occupied.)

Phase Characteristics of the Buildings as well as the Potential Tenants Status of Lease Estimated Absorption Schedules

Signed Out for Letter of Not
 Tenant Profiles Pad Lease Area Tenant Lease Signature Intent Committed 2007 2008 2009 2010 2011

Phase I Major Tenants Leased Signed

2 7,369 Dress Barn 7,369 7,369 0 0 0 0

4 7,000 Famous Footware 7,000 7,000 0 0 0 0

5 45,666 Best Buy 45,666 45,666 0 0 0 0

5 17,948 Offie Max 17,948 17,948 0 0 0 0

Available

6 25,000 N/A 25,000 0 10,000 15,000 0 0

Smaller Tenants

Leased Signed

20 6,500 Chili's 6,500 6,500 0 0 0 0

21 3,000 Chevron 3,000 3,000 0 0 0 0

23 3,600 Pomona 1st Fed Bank 3,600 3,600 0 0 0 0

24 3,200 Jack-in-the-Box 3,200 3,200 0 0 0 0

0 0 0 0 0

Out -Signature 0 0 0 0 0

13 5,000 Washington Mutual 5,000 5,000 0 0 0 0

14 4,600 Mattress Gallery/H&R Block 4,600 4,600 0 0 0 0

0 0 0 0 0

Signed LOI 0 0 0 0 0

19 4,200 Wachovia 4,200 0 4,200 0 0 0

0 0 0 0 0

Available 0 0 0 0 0

11 6,300 N/A 6,300 0 2,520 3,780 0 0

12 4,000 N/A 4,000 0 1,600 2,400 0 0

22 5,200 N/A 5,200 0 2,080 3,120 0 0

Mainstreet Leased Signed

Suite 7A 3,500 Pacific Dental Services 3,500 3,500 0 0 0 0

Suite 7B 1,700 Starbuck's 1,700 1,700 0 0 0 0

Suite 7D 1,400 Subway 1,400 1,400 0 0 0 0

Suite 8D 2,500 Verizon Wireless 2,500 2,500 0 0 0 0

Suite 8E 1,600 Zen Chinese Kitchen 1,600 1,600 0 0 0 0

Suite 9A/B 3,807 Roundtable Pizza 3,807 3,807 0 0 0 0

Suite 10B 1,300 Jamba Juice 1,300 1,300 0 0 0 0

Suite 10D 2,000 T-Mobile 2,000 2,000 0 0 0 0

Suite 10E 4,002 Visterra Credit Union 4,002 4,002 0 0 0 0

Available

Suite 7C 1,187 N/A 1,187 0 475 712 0 0

Suite 7E 2,347 N/A 2,347 0 939 1,408 0 0

Suite 8A 2,000 N/A 2,000 0 800 1,200 0 0

Suite 8B 1,200 N/A 1,200 0 480 720 0 0

Suite 8C 1,361 N/A 1,361 0 544 817 0 0

Suite 8F 1,281 N/A 1,281 0 512 769 0 0

Suite 8G 1,492 N/A 1,492 0 597 895 0 0

Suite 8H 3,000 N/A 3,000 0 1,200 1,800 0 0

Suite 8I 1,000 N/A 1,000 0 400 600 0 0

Suite 9C 1,518 N/A 1,518 0 607 911 0 0

Suite 9D 1,523 N/A 1,523 0 609 914 0 0

Suite 9E 7,000 N/A 7,000 0 2,800 4,200 0 0

Suite 10A 1,620 N/A 1,620 0 648 972 0 0

Suite 10C 1,889 N/A 1,889 0 756 1,133 0 0

Suite 10F 3,200 N/A 3,200 0 1,280 1,920 0 0

Phase II Major Tenants Available

7 21,500 N/A 21,500 0 0 0 10,750 10,750

8 21,500 N/A 21,500 0 0 0 10,750 10,750

9 22,514 N/A 22,514 0 0 0 11,257 11,257

10 21,000 N/A 21,000 0 0 0 10,500 10,500

Totals 288,524 116,092 9,600 4,200 158,632 125,692 33,047 43,271 43,257 43,257

40.2% 3.3% 1.5% 55.0% 43.6% 11.5% 15.0% 15.0% 15.0%

B
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CERTIFICATION OF INDEPENDENCE 

EMPIRE ECONOMICS PROVIDES CONSULTING SERVICES 
ONLY FOR PUBLIC ENTITIES 

The Securities & Exchange Commission has taken action against firms that have utilized their research 

analysts to promote companies with whom they conduct business, citing this as a potential conflict of 

interest. Accordingly, Empire Economics (Empire), in order to ensure that its clients, including the 

City of Moreno Valley, are not placed in a situation that could cause such conflicts of interest, 

provides a Certification of Independence. This Certificate states that Empire performs consulting 
services only for public entities such as the City of Moreno Valley, in order to avoid potential 
conflicts of interest that could occur if it also provided consulting services for 
developers/builders. For example, if a research firm for a specific Community Facilities District or 

Assessment District were to provide consulting services to both the public entity as well as the 

property owner/developer/builder, then a potential conflict of interest could be created, given the 

different objectives of the public entity versus the property owner/developer. 

Accordingly, Empire Economics certifies that the Market Absorption Study for the CFD No. 5 

(Stoneridge Ranch) of the City of Moreno Valley was performed in an independent professional 

manner, as represented by the following statements: 

Empire was retained to perform the Market Absorption Study by the City of Moreno 

Valley, not the District’s developer/builder, Sterling USA Development. 

Empire has not performed any consulting services for the District’s property owner or the 

developer/builder during the past ten years. 

Empire will not perform any consulting services for the District’s property owner or the 

developer/builder during at least the next three years.

Empire’s compensation for performing the Market Absorption Study for the District is not 

contingent upon the issuance of Bonds; Empire’s fees are paid on a non-contingency basis. 

Therefore, based upon the statements set-forth above, Empire hereby certifies that the Market 

Absorption Study for CFD No. 5 (Stoneridge Ranch) of the City of Moreno Valley was performed in 

an independent professional manner. 

________________________

Empire Economics, Inc. 

Joseph T. Janczyk, President 
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INTRODUCTION

A.   OVERVIEW OF THE BOND FINANCING PROGRAM 

The City of Moreno Valley (City of Moreno Valley) was petitioned by the property owner, Sterling 

USA Development, to form Community Facilities District (CFD) No. 5 for the Stoneridge Ranch, a 

commercial-retail center, as a means of funding a portion of the “public” infrastructure that is required 

to support the development of its commercial-retail products.   

CFD No. 5, which encompasses portions of Stoneridge Ranch, is located within Riverside County, in 

the easterly portion of the City of Moreno Valley, southerly of the Route 60 and easterly of Nason 

Street. According to Sterling USA Development, the developer, CFD No. 5 has the following 

characteristics:

Some 33 acres of property designated for commercial-retail development, with an expected 

288,524 sq.ft. of space for tenants; of this 202,010 (70%) is in Phase I and 86,514 (30%) is in 

Phase II. 

There are expected to be some 20 buildings; of these, 16 are in Phase I and 4 are in Phase II. 

(Note: Stoneridge Ranch also includes a Super Target which is expected to have some 178,655 
sq.ft. and also a Kohl’s department store with some 96,333 sq.ft.; however, these are NOT 
included in CFD No. 5.) 

CFD No. 5, Stoneridge Ranch, is being marketed as the Stoneridge Towne Centre; however, the latter 

also include Target and Kohl’s, which are not a part of the CFD. 

The City of Moreno Valley has retained Empire Economics Inc., an economic and real estate 

consulting firm, to perform a Market Absorption Study for the forthcoming commercial-retail stores in 

CFD No. 5 (Stoneridge Ranch). The purpose of the Market Absorption Study for  CFD No. 5 is to 

conduct a comprehensive analysis of the product mix characteristics, macroeconomic factors, and 

microeconomic factors as well as the potential risk factors that are expected  to influence the 

absorption of the commercial-retail stores in the CFD, in order to arrive at conclusions regarding the 

following:

Estimated absorption schedules for commercial-retail space, from market-entry to build-out,  

on an annualized basis, for each of the commercial-retail products. 

Discussion of potential risk factors that may adversely impact their marketability. 
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SOUTHERN CALIFORNIA MARKET REGION                              
LOCATION OF CFD NO. 5  AND ITS MARKET AREA

SOUTHERN CALIFORNIA MARKET REGION                              
LOCATION OF CFD NO. 5  AND ITS MARKET AREA

SOUTHERN CALIFORNIA MARKET REGION                              
LOCATION OF CFD NO. 5  AND ITS MARKET AREA
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CFD NO. 5 (STONERIDGE) NEIGHBORHOODCFD NO. 5 (STONERIDGE) NEIGHBORHOOD
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B.   ROLES OF THE MARKET STUDY FOR THE BOND FINANCING 

The Market Absorption Study for CFD No. 5 has a multiplicity of roles with regards to the Bond 

Financing; accordingly, these are set-forth below:

Marketing Prospects for the Commercial-Retail Products 

* Estimated Absorption Schedules: 

Occupancies of Buildings/Space to Commercial-Retail Tenants,  

 From Market-Entry to Build-Out 

 * Potential Risk Factors that may Adversely Impact 

 the Marketability of the Space 

Relationship of the Market Study to the Special Tax Payments 

* Maximum Special Taxes 

for the Tenants 

 Conforming to the Issuer’s Policies 

* Aggregate Levels of 

Special Tax Revenues for Bond Sizing 

*   Share of Payments: 

Developer/Builder vs. Final-Users/Tenants 

Relationship of the Market Study to the Appraisal/Valuation 

* Appraisal of Property 

Discounted Cash Flow – Present Value 

(The Longer the Absorption Time, the Lower the Present Value) 

The Issuing Agency, the City of Moreno Valley, along with the Finance Team, can utilize the  Market 

Absorption Study as well as the Special Tax Revenues and Appraised Value to structure the Bond 

Issue for CFD No. 5. 
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C.   METHODOLOGY UNDERLYING THE MARKET ABSORPTION STUDY 

The Market Absorption Study performs a comprehensive analysis of  the  product mix characteristics, 

macroeconomic factors,  and microeconomic factors as well as the potential risk factors that are 

expected  to influence the absorption of the commercial-retail buildings/space in CFD No. 5. 

I.   Expected Product Mix Characteristics 
* Expected Amount of Buildings/Lease Area and Status of Tenants 

II.   Macroeconomic Analysis 
* Long-term Employment and Housing SCAG Projections                       

for the CFD Market Area

* Recent/Expected Economic and Real Estate Conditions 

* CFD Market Area Employment/Housing Forecasts Modified for  

Recent/Expected Economic Conditions 

III.   Microeconomic Components 
* Development Trends/Patterns  

* Recent Retail Construction Activity: 

Southern California, Riverside County and Moreno Valley 

* Relationship of Residential and Commercial-Retail Development 

* Recent Patterns in Taxable Sales 

Riverside County and Moreno Valley 

* Characteristics of the Population in the Trade Areas 

Population Levels, Household Incomes and Other Factors 

*Characteristics of the Existing Retail Centers in the Vicinity 

Amount of Space and Types of Tenants 

IV: Recent Development Trends and Potential Risk Factors 
* Recent Levels of New Residential Development in the City of Moreno Valley 

* Potential “Financial” Risk Factors Underlying the Credit Quality and Bond Sizing 

for Land  Secured Financings in Southern California 

V.   Estimated Absorption Schedules 
*Market Demand/Supply Factors as well as Market/Financial Risk Factors 

*Expected Market Entry for the Products 

* Leasing to Tenants 

*Closing Remarks 

VI.   Assumptions and Limiting Conditions 

Appendix A 
* Southern California’s Future Development Potential 
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SECTION I:  EXPECTED PRODUCT MIX CHARACTERISTICS

A.   CHARACTERISTICS OF THE  EXPECTED  PRODUCT  MIX 
FOR CFD NO. 5 (STONERIDGE RANCH)

CFD No. 5  (Stoneridge Ranch) has some 33 acres that are  expected to have some 20 buildings with 

288,524 sq.ft. of space for tenants. According to information provided to Empire Economics by 

Sterling USA Development, the leasing status of the space is as follows:  

signed leases for some 116,092 (40.2%) sq.ft. 

leases out for signatures for some 9,600 (3.3%) sq.ft. 

letters of intent for 4,200 (1.5%) sq.ft. 

not committed for 158,632 (55.0%) sq.ft. 

MARKETING STATUS OF THE SPACE FOR LEASE IN CFD NO. 5

Not Committed, 

158,632

Negotiations, 9,600

Leased Out, 116,092

Letter of Intent, 4,200

Finally, with regards to the CFD No. 5 Special Taxes, Sterling USA Development has represented that 

each of the tenants is expected to pay the same amount, and so this would be some $1.15 per square 

foot of space per year; however, the precise amount will be determined once the Bonds are issued. 

Since the original Market Study dated September 2006, the amount of space leased out has 
increased as negotiations and letters of intent have proceeded to signed leases. However, the 
amount of space that is not committed, some 159,000 sq.ft. (55%), is almost the SAME as for   
the original Study, which was performed some five months ago. 
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EXPECTED PRODUCT MIX CHARACTERISTICS
CITY OF MORENO VALLEY CFD NO. 5 (STONERIDGE RANCH)

. MARCH 5, 2007;   SUBJECT TO REVISION  .

Phase Characteristics of the Buildings as well as the Potential Tenants Status of Lease

Signed Out for Letter of Not
 Tenant Profiles Pad Lease Area Tenant Status Lease Signature Intent Committed

Phase I Major Tenants Leased Signed

2 7,369 Dress Barn Lease Signed 7,369

4 7,000 Famous Footware Lease Signed 7,000

5 45,666 Best Buy Lease Signed 45,666

5 17,948 Offie Max Lease Signed 17,948

Available

6 25,000 N/A Available 25,000

Smaller Tenants

Leased Signed

20 6,500 Chili's Lease Signed 6,500

21 3,000 Chevron Lease Signed 3,000

23 3,600 Pomona 1st Fed Bank Lease Signed 3,600

24 3,200 Jack-in-the-Box Lease Signed 3,200

Out -Signature

13 5,000 Washington Mutual Lease Out for sig 5,000

14 4,600 Mattress Gallery/H&R Block Lease Out for sig 4,600

Signed LOI

19 4,200 Wachovia Signed LOI 4,200

Available

11 6,300 N/A Available 6,300

12 4,000 N/A Available 4,000

22 5,200 N/A Available 5,200

Mainstreet Leased Signed

Suite 7A 3,500 Pacific Dental Services Leased Signed 3,500

Suite 7B 1,700 Starbuck's Leased Signed 1,700

Suite 7D 1,400 Subway Leased Signed 1,400

Suite 8D 2,500 Verizon Wireless Leased Signed 2,500

Suite 8E 1,600 Zen Chinese Kitchen Leased Signed 1,600

Suite 9A/B 3,807 Roundtable Pizza Leased Signed 3,807

Suite 10B 1,300 Jamba Juice Leased Signed 1,300

Suite 10D 2,000 T-Mobile Leased Signed 2,000

Suite 10E 4,002 Visterra Credit Union Leased Signed 4,002

Available

Suite 7C 1,187 N/A Available 1,187

Suite 7E 2,347 N/A Available 2,347

Suite 8A 2,000 N/A Available 2,000

Suite 8B 1,200 N/A Available 1,200

Suite 8C 1,361 N/A Available 1,361

Suite 8F 1,281 N/A Available 1,281

Suite 8G 1,492 N/A Available 1,492

Suite 8H 3,000 N/A Available 3,000

Suite 8I 1,000 N/A Available 1,000

Suite 9C 1,518 N/A Available 1,518

Suite 9D 1,523 N/A Available 1,523

Suite 9E 7,000 N/A Available 7,000

Suite 10A 1,620 N/A Available 1,620

Suite 10C 1,889 N/A Available 1,889

Suite 10F 3,200 N/A Available 3,200

Phase II Major Tenants Available

7 21,500 N/A Available 21,500

8 21,500 N/A Available 21,500

9 22,514 N/A Available 22,514

10 21,000 N/A Available 21,000

Totals 288,524 116,092 9,600 4,200 158,632

40.2% 3.3% 1.5% 55.0%

B
-8



Empire Economics                                                                                                                                         March 5, 2007
.

8

DEVELOPMENT ACTIVITY WITHIN CFD NO. 5 (STONERIDGE RANCH) 

SEPTEMBER 2006; SINCE THEN CONSTRUCTION HAS COMMENCED 
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SECTION II: MACROECONOMIC ANALYSIS 

A.   METHODOLOGY UNDERLYING THE MACROECONOMIC ANALYSIS 
FOR THE CFD NO. 5 MARKET AREA 

The macroeconomic section performs a comprehensive analysis of the planning projections, which 

represent the long-term development potential, and the recent/expected economic conditions, which 

determine the rate at which such development will actually occur, in order to arrive at the growth 

prospects for Southern California, as a whole, and the CFD No. 5 Market Area (MA), the north central 

portion of Riverside County.

Based upon Empire Economics’ experience in conducting 400+ Market Studies, these 
macroeconomic factors are regarded as being the most significant determinants of the actual 
performance of Planned Communities, Commercial-Retail Centers and Business Parks in the 
marketplace, and, as such, they represent a critical component of the Market Absorption Study. 

Long-Term Employment and Housing SCAG Projections
for the CFD Market Area 

* Employment/Housing  Projections for the CFD Market Area 

* Employment vs. Residential Centers 

Recent/Expected Economic and Real Estate Conditions 
* United States: Gross Domestic Product, CPI,  Productivity Trends, 

Mortgage Rates, Oil/Gas Prices and Homebuilder Stocks 

* Riverside County: Employment and Housing Trends/Patterns 

CFD Market Area Employment and Housing Forecasts 
* Modifications to Projections based upon Recent/Expected

Economic Conditions 

*Employment/Housing Forecasts 

Therefore, the analysis of these macroeconomic factors provides an understanding of the economic 

and real estate environment within which the developer/builder in CFD No. 5 will be marketing the 

commercial-retail products. 

For a comprehensive discussion of the long term employment/housing SCAG projections and the 

Consensus economic forecasts for Southern California, please refer to Appendix A. 

Appendix A 
 Southern California’s Future Development Potential

SCAG/SANDAG Planning Projections 

versus

Consensus Employment/Housing Economic Forecasts 

* Reconciliation 

Planning Projections>>> <<<Economic Forecasts 
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B.  LONG-TERM EMPLOYMENT AND HOUSING PROJECTIONS
FOR THE CFD MARKET AREA 

To arrive at long-term employment and housing planning projections for the CFD No. 5 Market Area 

(MA), Empire Economics utilizes information from the Southern California Association of 

Governments (SCAG). These projections are considered to be reasonable estimates of the 

development potential for the forthcoming commercial-industrial and residential projects since they 

are based upon probable land-use policies of the governing planning jurisdictions. 

Projected employment growth in the CFD MA is expected to amount to some 47,602 new positions 

during the 2000-2020 time period for a capture rate of some 2.24% of all the expected employment 

growth in Southern California.

CFD NO. 5 MARKET AREA
LONG-TERM EMPLOYMENT DEVELOPMENT PATTERNS
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Projected housing growth in the CFD MA is expected to amount to some 36,778 new homes during 

the 2000-2020 time period, for a capture rate of some 2.12% of all the expected housing growth in 

Southern California; this can be attributed to the Market Area having a significant amount of  

developable property. 

CFD NO. 5 MARKET AREA
LONG-TERM HOUSING  DEVELOPMENT PATTERNS
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The capture rate for employment growth in the CFD Market Area is similar to the capture rate for 

residential growth, 2.24% vs. 2.12%, and so it is relatively balanced as an employment / residential  

center; however, housing growth is comparatively stronger in the earlier years while employment 

growth is relatively stronger in the latter years.
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C.  RECENT/EXPECTED ECONOMIC AND REAL ESTATE CONDITIONS 

The near-term economic and real estate conditions for the United States (US), California (CA), 

Southern California (SC) and Riverside County (RC) economies are now discussed. These are then 

utilized to modify the long-term employment and housing growth projections for the CFD No. 5 

Market Area (MA).

1.  National/State Economic Trends/Patterns

*Gross Domestic Product (GDP) 

 *Consumer Price Index (CPI) 

*Productivity Trends 

 *Mortgage Rates 

 *United States Oil Prices 

*California Gas Prices 

 *Homebuilder Stocks 

UNITED STATES REAL GDP AND ITS COMPONENTS 
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US: Overall 4.50% 3.70% 0.80% 1.60% 2.53% 3.90% 3.23% 3.30% 2.26%

Consumption 5.10% 4.70% 2.50% 2.70% 2.73% 3.88% 3.50% 3.15% 2.33%

Investment 7.80% 5.70% -7.90% -2.60% 3.58% 9.80% 5.43% 5.38% 2.85%

Government 3.90% 2.10% 3.40% 4.40% 2.48% 1.88% 0.88% 2.03% 1.93%

1999 2000 2001 2002 2003 2004 2005 2006 - Est.
2007 -  

Forecast

Overall U.S. Real GDP: The rate of growth moderated  from 3.90% (year/year) in 2004 to  

3.23% in 2005 and 3.30% in 2006, but it is expected to moderate significantly in 2007, to some 

2.26%.

o Consumption: A growth rate of some 3.15% in 2006, but this is expected to 

moderate substantially, to some 2.33% in 2007.   

o Business Investment: A growth rate of some 5.38% in 2006 but is expected to 

decrease significantly, to some 2.85% in 2007.    

o Government Purchases: A growth rate of some 2.03% in 2006 and is expected to 

moderate slightly to 1.93% in 2007. 

The overall rate of growth for GDP is expected to moderate significantly; additionally, with 

regards to its composition, the rates of growth for consumption and also investment are expected to 

decline substantially, while the rate of growth for government spending is expected to decrease 

slightly.
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UNITED STATES CONSUMER PRICE INDEX
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US CPI Index 2.21% 3.36% 2.85% 1.58% 2.28% 2.66% 3.39% 3.23% 3.00%

1999 2000 2001 2002 2003 2004 2005 2006 - Est.
2007 - 

Forecast

1999-2001: A range of some 2.21% to 3.36% per year, relatively low by historical levels. 

2002: Rose by only 1.58%, due to the economic slowdown caused by the terrorist attacks. 

2003-2005: Rose by successively higher amounts, reaching some 3.39%, in 2005. 

2006-2007: Expected to decline slightly, to some 3.23%, and then moderate further to some 

3.00% for 2007. 

UNITED STATES  PRODUCTIVITY TRENDS AND EMPLOYMENT CHANGES
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Employ. Change 2.44% 2.20% 0.00% -1.13% -0.26% 1.13% 1.42% 1.40% 1.00%

Prod. Change 3.20% 2.00% 1.10% 3.83% 3.38% 3.43% 2.58% 2.25% 1.48%

1999 2000 2001 2002 2003 2004 2005 2006 - Est.
2007 - 

Forecast.

Although GDP growth has been strong in recent years, the rate of change in the CPI has been minimal; 

this relationship represents an aberration from historical standards. Specifically, this can be attributed 

primarily to high levels of productivity growth which have enabled firms to increase their levels of 

output without substantially hiring additional employees, and thereby keeps their costs and prices 

relatively stable. However, for 2007, the rate of productivity growth as well as the rate of inflation  are 

both expected to decline; this will also be accompanied by a lower rate of GDP growth. 
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The relatively low levels of CPI changes during 2002 through 2005 have resulted in recent historic 

lows for both the 10-year bond, which is the primary driving force behind fixed rate mortgages, and 

also the federal fund rates, which is the primary driving force behind short-term rates, that also  

enhances the financial feasibility of creative financing mortgage structures. 

UNITED STATES MORTGAGE RATES
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10-Yr Bond 6.03% 5.02% 4.61% 3.95% 4.27% 4.29% 4.79% 4.99%

1 Yr Adjustable 7.05% 5.82% 4.62% 3.76% 3.88% 4.49% 5.53% 5.76%

15 Year - Fixed 7.73% 6.50% 5.98% 5.17% 5.20% 5.42% 6.07% 6.25%

30-Year Fixed 8.06% 6.97% 6.54% 5.83% 5.83% 5.87% 6.41% 6.61%

2000 2001 2002 2003 2004 2005 2006 2007- Forecast

2000 to 2003: The rates on the 10-year Treasury Bond, the 15 year fixed mortgage, 30 year 

fixed mortgage, and the 1 year adjustable mortgage all declined. 

2004 to 2006: The rates started to rise during 2004 through 2006 as compared to 2003: the 10-

year Treasury Bond rose to 4.79% by +0.84%, the 15 year fixed mortgage increased to 6.07% 

by +0.90%, the 30 year fixed rate rose to 6.41% by +0.57%, and the 1 year adjustable 

mortgage rose to 5.53% by +1.77%.  

2007: As compared to 2006, the financial rates are expected to rise further, the 10-year 

Treasury Bond  is expected to climb to 4.99% by +0.20%, the 15 year mortgage to increase to 

6.25% by +0.18%, the 30 year fixed rate to 6.61% by 0.20%, and the 1 year adjustable 

mortgage to rise to 5.76% by +0.23%. So, the various financial rates are expected to rise by 

similar amounts, by some 0.18% to 0.23%.  
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UNITED STATES CRUDE OIL PRICES
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US Oil Prices $19.3 $30.3 $25.9 $26.1 $31.1 $41.4 $56.5 $66.1 $57.0 

1999 2000 2001 2002 2003 2004 2005 2006
2007 - 

Forecast

1999-2002: Crude oil prices rose moderately, from $19 a barrel in 1999 to $26 a barrel in 2002. 

2003-2006: Prices rose significantly, from $31 to $66 a barrel, more than doubling. 

2007: Prices are expected to moderate, to some $57 a barrel. 

CALIFORNIA GAS PRICES
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CA Gas Prices $1.47 $1.77 $1.74 $1.62 $1.94 $2.23 $2.57 $2.91 $2.51 

1999 2000 2001 2002 2003 2004 2005 2006
2007 - 

Forecast

1999-2001: California gas prices rose moderately, from $1.47 to $1.74.  

2002-2006: Prices rose dramatically from $1.62 in 2002 to $2.91 in 2006, by some 80%, due to  

the invasion of Iraq and uncertainty in the Middle East 

2007: Gas prices are expected to moderate to some $2.51, a decrease of some $0.40 from 2006. 
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The recent trends in homebuilder stocks MAY provide a leading indicator of future housing market 

conditions, since the stock market factors reflect anticipated changes in the profitability of a firm. 

MAJOR HOMEBUILDERS - STOCK INDEX
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HGX Stock $110 $130 $151 $175 $187 $186 $197 $209 $240 $246 $267 $253 $265 $205 $203 $221

2003-1st 2003-2nd 2003-3rd 2003-4th 2004-1st 2004-2nd 2004-3rd 2004-4th 2005-1st 2005-2nd 2005-3rd 2005-4th 2006-1st 2006-2nd 2006-3rd 2006-4th

Peak Level of $293 in July 2005

The recent trends for the homebuilder stock price index, consisting of 19 major builders, referred to as 

HGX, have been as follows:

1st-2003 to 3rd-2005: The homebuilder stock index rose dramatically from $110 to $267, an 

increase of some 143% (more than double); the peak level of $293 occurred in July 2005.  

3rd-2005 to 4th-2006: The index declined to $221, some -25% below the prior peak level, as a 

result of higher mortgage rates and lower demand for housing, thereby reducing the profit 

margins of  homebuilders.  

HOMEBUILDER STOCK - TOLL BROTHERS 
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TOL Stock $10 $13 $14 $19 $21 $20 $21 $26 $39 $43 $51 $37 $34 $30 $26 $30

2003-1st 2003-2nd 2003-3rd 2003-4th 2004-1st 2004-2nd 2004-3rd 2004-4th 2005-1st 2005-2nd 2005-3rd 2005-4th 2006-1st 2006-2nd 2006-3rd 2006-4th

Peak Level of $57 in July 2005

The recent stock value trends for Toll Brothers, a homebuilder primarily of  luxury homes, have been 

as follows: 

1st-2003 to the 3rd-2005: The stock rose significantly from $10 to $51, an increase of some 

400%+.

3rd-2005 to the 4th-2006: The declined to $30, a decrease of some -47% from the prior peak 

level, as a result of higher mortgage rates and slower sales reducing the profit margins for the 

move-up and luxury segments, as compared to the residential market as a whole.  

So, based upon the recent declines in homebuilder stocks, Wall Street is anticipating a slowdown in 

the housing market. 
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2.   Employment Trends/Patterns

The purpose of this section is to discuss the recent/expected trends/patterns of  employment activity 

for the United States (US), California (CA) and Riverside-San Bernardino (R-SB) counties. 

EMPLOYMENT TRENDS IN RIVERSIDE-SAN BERNARDINO COUNTIES

0

10,000

20,000

30,000

40,000

50,000

60,000
19

91

19
92

19
93

19
94

19
95

19
96

19
97

19
98

19
99

20
00

20
01

20
02

20
03

20
04

20
05

20
06

-E
st

20
07

-F
or

ec
as

t

P
E

R
C

E
N

T
A

G
E

 C
H

A
N

G
E

 -
 A

N
N

U
A

L
L

Y

0%

1%

2%

3%

4%

5%

6%

7%

A
M

O
U

N
T

 O
F

 C
H

A
N

G
E

 -
 A

N
N

U
A

L
L

Y

Left Axis: Change # Right Axis:  Change %

1991-1996: Economic recovery, with growth rates of 15,117 or 2.02%/yr. 

1997-2001: Strong expansion, with growth rates of 45,260 or 5.09%/yr. 

2002-2003: Some moderation, growth rates of 34,750 or 3.32%/yr. 

2004-2005: Stronger growth rates of 53,546 or 4.76%/yr. 

2006-2007: Significantly lower growth rates of 21,557 or 1.88%/yr. 

UNITED STATES, CALIFORNIA &  RIVERSIDE-SAN BERNARDINO COUNTIES
 RECENT/EXPECTED EMPLOYMENT TRENDS: ANNUALLY
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United States 2.44% 2.20% 0.00% -1.13% -0.26% 1.13% 1.42% 1.40% 1.00%

California 2.90% 3.50% 0.80% -0.99% -0.45% 0.96% 1.65% 1.50% 0.90%

R_SB 6.44% 5.26% 4.18% 3.38% 3.26% 5.53% 4.87% 2.00% 1.75%

1999 2000 2001 2002 2003 2004 2005 2006-Est. 2007-Forecast

1999-2001: The US, CA, and SB-R economies experienced moderate rates of growth during 

1999 to 2000 but in 2001 their rates of growth diminished. 

2002: Their rates of employment growth all decreased from 2001, US experienced a decline of  

-1.13%,  California declined by -0.99% and  SB-R moderated to 3.38%. 

2003 to 2005: Their rates of employment growth all rose, the US to 1.42%, CA to 1.65% and 

SB-R to 4.87%. 

2006: Their rates of growth are expected to moderate, the US to 1.40%, CA to 1.50% and SB-

R to 2.00%. 

2007: Their rates of growth are expected to moderate further, the US to 1.00%, CA to 0.90% 

and SB-R to 1.75%. 
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Economic Engines Underlying Employment Growth 
The total level of wage/salary employment as of 2005 for Southern California (SC) amounted to some 

8,152,700 positions. During the 2002 to 2005 time period, the SC economy experienced cumulative 

employment growth of some 290,400 net positions, or some 1.81%. The performance of the various 

employment sectors were classified into three categories: strong, stable and declining: 

RECENT GROWTH RATES OF EMPLOYMENT BY SECTORS
SOUTHERN CALIFORNIA DURING 2002-2005
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Sectors with Relatively Slow (Declining) Growth Rates  
Non-Durable Goods (4.3% of all employment in SC)  recently declined by some -4.2%. 

Durable Goods (7.4%) recently declined at a rate of some -3.6%. 

Sectors with Relatively Stable (Average) Growth Rates  
Local Government  (11.3% of all employment in SC) recently declined by some -1.1%.  

Information  (3.7%) recently declined at a rate of some -0.6%. 

State Government (2.1%) recently declined at a rate of -0.3%. 

Federal Government  (1.6%) was stable. 

Transportation/Warehousing (3.4%) recently grew at a rate of 1.2%. 

Wholesale Trade (4.9%)  had a recent growth rate of 1.5%. 

Sectors with Relatively Strong Growth Rates  
Professional and Business Services (14.6% of all employment in SC) recently grew at a rate of 

some 2.1%.  

Educational and Health Services (10.4%)  recently grew at a rate of 2.8%. 

Retail Trade  (10.9%) recently grew at a rate of 3.4%. 

Financial Activities (6.2%) recently grew at a rate of some 6.1%. 

Construction (5.4%), recently grew at a cumulative rate of 10.5%. 

So, for Southern California, as a whole, the economic engines underlying the recent employment 

growth have been primarily construction and financial activities, due to the robust levels of real estate 

activity, as well as retail trade, education/health services and professional/business services sectors.
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Industrial and Office Construction Activity in Riverside County 
Employment growth is the primary driving force underlying the levels of industrial and office 

construction activity. 

RIVERSIDE COUNTY: NEW INDUSTRIAL BUILDINGS
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Industrial Valuation Share Riverside Co./So.Cal. Poly. (Share Riverside Co./So.Cal.)

Major Cycles: During 1970-2006 industrial construction activity in Riverside County has 

exhibited two major cycles, with peak levels of activity occurring in 1989 and 2006  

Capture Rates: The capture rate for Riverside County relative to Southern California, has  

increased, rising from some 3%-4% during the early 1970’s to some 26% in 2006. 

2006: The amount of construction activity for 2006 rose dramatically, as compared to 2005 and 

the capture rate for Riverside County is also increased as well.

RIVERSIDE COUNTY: NEW OFFICE BUILDINGS
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Office Valuation Share Riverside Co./So.Cal. Poly. (Share Riverside Co./So.Cal.)

Major Cycles: During the 1980-2006 time period, the level of office construction activity in 

Riverside County has exhibited two major cycles, with peak levels of activity occurring in 

1986 and 2006. 

Capture Rates: The capture rate for Riverside County, relative to Southern California, has 

demonstrated an increasing trend during  early 1980’s to 2002, from some 2% to 15%. 

2006: The levels of office construction activity as well as the capture rates have recently 

increased during 2003-2006, for 2006 to some $194 million and some 14%, respectively.  
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3.  Housing Starts Trends/Patterns

The purpose of this section is to discuss the recent/expected trends/patterns for the levels of housing 

activity for the United States (US), California (CA) and Riverside County (RC). 

UNITED STATES, CALIFORNIA AND RIVERSIDE COUNTY

 HOUSING STARTS: ANNUALLY
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Right: Riverside County 14,577 17,692 19,890 20,990 28,366 34,226 34,134 25,000 20,000

Left: United States 1,663,100 1,573,400 1,601,200 1,710,300 1,853,800 1,949,800 2,072,000 1,845,300 1,600,000

Left: California 139,073 148,540 148,757 164,318 195,682 212,960 208,972 163,000 145,000

1999 2000 2001 2002 2003 2004 2005 2006-Est.
2007-

Forecast

1999-2001:  The US residential market experienced relatively stable levels of activity while 

CA and RC markets experienced a trend of higher levels of activity.  

2002-2004: The US, CA and RC markets experienced significant increases in their levels of 

activity.

2005: The US market experienced a somewhat higher level of activity while for CA and RC  

the level of activity declined somewhat. 

2006-2007: The levels of residential activity for US, CA and RC all declined somewhat, due to 

higher mortgage rates as well as higher gas prices, and these declines are expected to continue 

in 2007. 

Recent Residential Construction Activity in Riverside County 

RIVERSIDE COUNTY: NEW SINGLE-FAMILY HOMES
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Single-Family Homes Share Riverside Co./So.Cal. Poly. (Share Riverside Co./So.Cal.)

Major Cycles: During the 1970-2006 time period, the number of new single-family homes in 

RC exhibited three major cycles, with peak levels of activity occurring in 1977, 1988 and  

2004-2005.

Capture Rates: With regards to the capture rate for RC, relative to Southern California, it has 

demonstrated an increasing trend, from some 7% in the early 1970’s to some 40% in 2005-

2006.
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RIVERSIDE COUNTY: NEW MULTIPLE-FAMILY HOMES
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Multiple-Family Homes Share Riverside Co./So.Cal. Poly. (Share Riverside Co./So.Cal.)

Major Cycles: During the 1970-2006 time period, the number of new multiple-family homes 

in RC exhibited four major cycles, with peak levels of activity occurring in 1972, 1979, 1986 

and 2003; of these, the highest annual levels occurred during 1984-86. 

Capture Rates: With regards to the capture rate for RC, relative to Southern California, it has 

demonstrated an increasing trend, from some 4% in the early 1970’s to some 13% in recent 

years.

Retail  Construction Activity in Riverside County 
Retail construction activity is driven primarily by new residential growth, and so its trends/patterns 

generally reflect the residential construction activity. 

RIVERSIDE COUNTY: NEW RETAIL BUILDINGS
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Retail Valuation Share Riverside Co./So.Cal. Poly. (Share Riverside Co./So.Cal.)

Major Cycles: During the 1980-2006 time period, the level of retail construction activity in 

RC exhibited four major cycles, with peak levels of activity occurring in 1985, 1992, 2000 and 

2004.

Capture Rates: With regards to the capture rate for RC relative to Southern California, it has 

demonstrated an increasing trend during the early 1980’s to the early 1990’s, from some 10% 

to 18%. Since the early 1990’s the capture rate of retail construction activity stabilized at some 

18% through 2002 but then attained higher levels of some 29% in 2004 and then 24% in 2005-

2006.
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D.   CFD MARKET AREA EMPLOYMENT AND HOUSING FORECASTS
MODIFIED FOR RECENT/EXPECTED ECONOMIC CONDITIONS 

The employment and housing planning SCAG projections for the CFD No. 5 Market Area (MA), 

which are considered to be reasonable estimates of the development potential for the projects, are now 

modified by taking into account the expected short-run economic conditions, along with the amount of 

growth that actually occurred during 2000-2005, in order to arrive at the most probable forecasts for

employment and housing growth during 2006-2010. 

 CFD NO. 5 MARKET AREA
FORECAST OF FUTURE  EMPLOYMENT DEVELOPMENT
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SCAG Projections 1,411 1,411 1,411 1,411 1,411 1,840 2,269 2,269 2,269 2,269

Actual/Forecast 1,256 1,397 1,538 1,679 1,820 1,875 1,929 2,042 2,156 2,269

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

 CFD NO. 5 MARKET AREA
FORECAST OF FUTURE  RESIDENTIAL DEVELOPMENT
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SCAG: Projections 1,310 1,310 1,310 1,310 1,310 1,743 2,176 2,176 2,176 2,176

Actual/Forecast 1,250 1,510 1,899 3,748 5,000 3,824 3,046 3,481 3,916 4,351

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Years Employment Housing

2006 1,875 3,824
2007 1,929 3,046
2008 2,042 3,481
2009 2,156 3,916
2010 2,269 4,351

Totals 10,271 18,618

Averages 2,054 3,724

Therefore, during the 2006-2010 time period, as a whole, the CFD No. 5 MA is expected to have 

employment growth amounting to some 10,271 new positions (2,054 per year, on the average) and 

some 18,618 new housing units (3,724 per year, on the average). 
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SECTION III:  MICROECONOMIC ANALYSIS 

A.   METHODOLOGY UNDERLYING THE MICROECONOMIC ANALYSIS 
OF THE CFD NO. 5 COMMERCIAL-RETAIL CENTER 

The microeconomic analysis focuses upon the competitiveness of the CFD No. 5 retail center with 

various regional development factors within Riverside County and also the comparable products 

within the Trade Area.

Competitiveness from a Regional Perspective 

* Location of CFD No. 5 

Relative to Competing Planned Communities, 

Retail Centers and Business Parks

The existing/active/forthcoming Retail Centers, Planned Communities and Business Parks, in 

conjunction with the transportation system, determines the locations of the employment centers and 

residential areas along with retail centers; accordingly, these patterns can then be utilized to gauge the 

marketing potential of CFD No. 5 from a regional perspective. 

Competitive Market Analysis of the CFD Commercial-Retail Center 

* Development Trends/Patterns  

* Recent Retail Construction Activity: 

Southern California, Riverside County and Moreno Valley 

* Relationship of Residential and Commercial-Retail Development 

* Recent Patterns in Taxable Sales 

Riverside County and Moreno Valley 

* Characteristics of the Population in the Trade Area 

Population Levels, Household Incomes and Other Factors 

*Characteristics of the Existing Retail Centers in the Vicinity 

Amount of Space and Types of Tenants 

The Competitive Market Analysis evaluates the competitiveness of the CFD No. 5 retail center relative 

to the existing centers within its vicinity. 
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B.    DEVELOPMENT TRENDS/PATTERNS 
IN THE NORTH CENTRAL PORTION OF RIVERSIDE COUNTY 

From a regional perspective, the competitiveness of CFD No. 5’s commercial-retail products are 

influenced by the development patterns for  employment and housing within the Southern California 

Market Region (MR) and their interrelationships with the CFD’s Market Area.

Specifically, Business Parks generate industrial-office development while Planned Communities 

generate residential development which is then  followed by commercial-retail centers; additionally, 

the flow of traffic between them is facilitated by the freeways and highways. 

Established and Emerging Employment Centers and Business Parks 

The currently established major employment centers are situated in Orange, San Diego and Los 

Angeles (OC/SD/LA) counties. 

The emerging employment centers are located in the western portions of Riverside and San 

Bernardino (R-SB) counties. 

The newly developing Business Parks are situated primarily along Interstates 15 and 215, 

major north-south freeways that link the western portions of Riverside and San Bernardino 

counties.

Furthermore, there has been some expansion from these into various Business Parks located in 

the north central portion of Riverside County. 

Commuting Patterns: Employment Centers to Residential Areas 

Some of the households employed in the OC/SD/LA counties and the western portion of R-SB 

counties employment centers reside in the CFD Market Area, since it offers moderately priced 

housing; these commuting patterns are based upon the freeways/highways that link the 

employment centers to the Market Area.  

There is strong spillover of housing demand from Orange County into western Riverside 

County along Interstates 15 and 215, major north-south freeways that link Riverside County to  

Orange County; furthermore, the Eastern Transportation Corridor which links Orange County 

with Riverside County facilitates the commute to the western portion of Riverside County.

So, there has also been a substantial amount of residential development for Planned 

Communities located in the north central portion of Riverside County. 

The new residential centers are supported by existing population levels reaching various 

threshold levels as well as the expected amount of new population growth in the near-term. 

For additional information on the regional development patterns, please refer to the following exhibit. 
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ECONOMIC BASES SUPPORTING DEVELOPMENT FOR CFD NO. 5

RESIDENTIAL/RETAIL DEVELOPMENT PATTERNS: 1997-2000 AND 2001-2010+

ECONOMIC BASES SUPPORTING DEVELOPMENT FOR CFD NO. 5

RESIDENTIAL/RETAIL DEVELOPMENT PATTERNS: 1997-2000 AND 2001-2010+
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C.   RECENT RETAIL CONSTRUCTION ACTIVITY TRENDS/PATTERNS IN SOUTHERN 
CALIFORNIA, RIVERSIDE COUNTY, AND THE CITY OF MORENO VALLEY 

The purpose of this section is to discuss the recent retail construction activity trends/patterns within 

Southern California, Riverside County, and the City of Moreno Valley during the 1980 to 2006 time 

period, with respect to the levels of activity as well as the capture rates or market shares. 

Retail Construction Activity in Southern California 

Southern California experienced significant amounts of retail construction activity during the mid-

1980s, followed by a major decline during 1991-1993. Then, starting in the mid-1990s, the retail 

construction activity demonstrated a slowly increasing trend,  but the levels have not yet surpassed 

their prior peaks. 

SOUTHERN CALIFORNIA COUNTIES

NEW RETAIL BUILDING VALUATIONS
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Major Cycle Moderately Increasng Trend

Major Cycle: During the 1980-1993 time period, the level of retail construction activity in 

Southern California exhibited a major cycle, with the peak level of activity occurring in 1989, 

and this was followed by a dramatic decline to a trough in 1993. 

Steady Growth:  since 1994, Southern California’s retail construction activity has exhibited a 

moderately increasing trend, and this is expected to continue through 2006; however, the levels 

of activity have not surpassed their prior peak amounts. 
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Retail  Construction Activity in Riverside County 

Riverside County experienced a major retail construction activity cycle during the 1980s. to early 

1990s; then, starting in the mid-990s,  retail construction activity demonstrated an  increasing trend, 

and surpassed its prior peak level in 2000, with some additional new peak levels thereafter. 

RIVERSIDE COUNTY: NEW RETAIL BUILDINGS
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Major Cycle
Strong Growth Trend

Major Cycle: During the 1980-1993 time period the level of retail construction activity in 

Riverside County exhibited a major cycle, with the peak level of activity occurring in 1985, 

and this was followed by moderation through 1992. 

Strong Increasing Growth:   Since 1995, Riverside County’s retail construction activity has 

exhibited a strong increasing trend, attaining a new peak level of activity in 2000, and then 

surpassing this with new record levels in 2004 as well as another expected record in 2006. 

Capture Rates: Riverside County’s capture rate of Southern California's retail construction 

activity has risen from some 8% during the early 1980s to some 24% in recent years, and so the 

County of Riverside has been increasing its market share of retail development activity. 
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Retail  Construction Activity in the City of Moreno Valley 

The City of Moreno Valley experienced a major retail construction activity cycle during the 1980s; 

followed by minimal growth during the mid- to latter-1990s, and then a strong increasing growth trend 

thereafter.

 CITY OF MORENO VALLEY
NEW RETAIL CONSTRUCTION ACTIVITY
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Major Cycle Strongly Increasing GrowthMinimal Growth

Major Cycle: During the 1986 to 1992 time period, the City of Moreno Valley experienced a 

major cycle, with respect to retail construction activity, with the peak level occurring in 1990. 

Minimal Growth: During the 1993 through 2000 time period, the level of new retail 

construction activity in the City of Moreno Valley was minimal. 

Strong Increasing Growth: During the 2001 to 2006 time period, the City of Moreno Valley 

experienced a strongly increasing growth trend, with a new record level of activity in 2005, 

followed by some moderation in 2006. 

Capture Rates: The capture rate for the City of Moreno Valley, with respect to the amount of 

its retail construction activity in Riverside County, amounted to some 12% during the 1980s.  

Then, during the 1993 to 2000 time period, the capture rate declined to only some 2%.  Starting 

in the year 2001, and continuing thereafter through 2006, its capture rate increased to some 

10.5% in recent years. 
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Summary and Conclusions

For Southern California as a whole, the levels of retail construction activity have demonstrated a 

moderately increasing trend since 1994; however, the prior record levels of activity has not yet been 

surpassed. By comparison, for Riverside County, there has been a strongly increasing growth trend, 

with a new peak level of activity occurring in the year 2000, and this was followed by another peak 

level in 2004.  For the City of Moreno Valley, it recently exhibited a strong growth trend, resulting in 

peak levels of activity in 2005 and 2006; additionally, its capture rate has risen to some 10% of the 

amount of such activity within Riverside County. 
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D.   RELATIONSHIP OF RESIDENTIAL AND COMMERCIAL 
RETAIL DEVELOPMENT ACTIVITY 

The construction activity for new residential development generally has a significant impact on the 

development of new commercial-retail, since the population growth generates a demand for new retail 

centers; however, this relationship requires modification for population levels reaching critical 

threshold levels that triggers the economic feasibility of larger retail center. 

For Riverside County, the fluctuations in the levels of residential and commercial retail activity have 

been similar: 

Major Cycle: During the mid- to latter- 1980s, both the residential and commercial-retail 

sectors had a major cycles; the trend lines reflect the similarity of these cycles. 

Increasing Trend: Since the latter-1990’s, the County of Riverside has experienced an 

increasing trend in the levels of both residential and also commercial-retail activity, with  peak 

levels of activity occurring in 2004-2005 and 2006, respectively. 

 COUNTY OF RIVERSIDE
NEW RESIDENTIAL AND RETAIL CONSTRUCTION ACTIVITY
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For the City of Moreno Valley, the fluctuations in the levels of residential and commercial retail 

activity have been similar: 

Major Cycle: During the mid- to latter- 1980s, the City of Moreno Valley’s residential and 

commercial-retail sectors had major cycles; the trend lines reflect the similarity of these cycles. 

Increasing Trend: Since 2001, the City of Moreno Valley has  experienced increasing trends 

in the levels of both residential and also commercial-retail activity, with  peak levels of activity 

occurring in 2004 for residential and a record level for commercial-retail in 2006. 

 CITY OF MORENO VALLEY
NEW RESIDENTIAL AND RETAIL CONSTRUCTION ACTIVITY
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For the County of Riverside, there has been a close correlation between the cycles or residential and 

commercial-retail development activity. While for the City of Moreno Valley, the cycle of residential 

and commercial-retail during the latter 1980s were closely aligned, with the peak levels for 

commercial-retail lagging the peak levels of residential by several years. With regards to the most 

recent cycle for the City of Moreno Valley, the peak level for residential occurred in 2004, and, since 

then, the levels of residential activity have declined, for 2005 and 2006. With regards to commercial-

retail, the level of activity increased in 2005 and is expected to continue to increase in 2006, following 

the typical lags, as observed in the prior cycle for the City of Moreno Valley.
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E.   RECENT PATTERNS IN TAXABLE SALES:
RIVERSIDE COUNTY AND THE CITY OF MORENO VALLEY 

The purpose of this section is to discuss the recent patterns in taxable retail sales for  Riverside County 

as well as the City of Moreno Valley, including the shares of these sales by various categories. 

The following analysis is based upon taxable sales for 2004, the most recent year for which data are 

available for an entire year; additionally, some of the City’s categories were adjusted by Empire to 

make them comparable to the Riverside County categories. 

With regards to the amount of taxable retail sales per capita, they amount to $13,616 for California and  

$13,365 for Riverside County (similar to California) and  $8,254 for the City of Moreno Valley  

(significantly lower than both the state and the county). This can be attributed to the demographics for 

the City of Moreno Valley, somewhat lower purchasing power, as well as the residents in the City of 

Moreno Valley shopping at retail centers that are just outside of the City’s boundaries. 

The City of Moreno Valley has taxable sales of some $1,373 billion on an annualized basis, and this 

amounts to some $8,254 per capita, on the average, and its composition is as follows: 

The apparel group, which is comprised of women’s, men’s, and family, represents 3.13% of 

total sales, and it amounts to some $258 per capita. 

The general merchandise group, which is comprised of general merchandise and drug stores, 

represents 15.30% of total sales, and it amounts to some $1,263 per capita. 

The specialty stores merchandise group, which is comprised of gifts, sporting goods, florists, 

photographic, musical, stationary, jewelry, and office supply stores, represents 11.99% of total 

sales, and it amounts to some $990 per capita.  

The food store group represents 5.72% of total sales, and it amounts to some $472 per capita. 

The eating and drinking group represents 8.64% of total sales, and it amounts to some $713 

per capita. 

The household group, furnishing and appliances, represents 2.86% of total sales, and it 

amounts to some $236 per capita. 

The building materials  group, hardware, lumber, and plumbing,  among others,  represents 

10.04% of total sales, and it amounts to some $829 per capita. 

The automotive group, new/used motor vehicles and service stations, represents 23.05% of 

total sales, and it amounts to some $1,902 per capita. 
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All other retail stores, boats, mobile homes and farm implements, represents 6.28% of total 

sales, and it amounts to some $519 per capita. 

Business and personal services group represents 6.06% of total sales, and it amounts to some 

$500 per capita. 

All other outlets represents 6.94% of total sales, and it amounts to some $573 per capita. 

COMPARISON OF TAXABLE PER CAPITA SALES

 RIVERSIDE COUNTY AND MORENO VALLEY
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F.   SOCIOECONOMIC CHARACTERISTICS OF THE 
POPULATION IN THE TRADE AREAS

This section discusses the socioeconomic characteristics, such as population levels, income and other 

factors, of the people residing in the CFD No. 5 (Stoneridge Ranch) Trade Area’s, various distances 

from the subject site. 

Empire Economics compiled this information with the assistance of the City of Moreno Valley 

Economic Development Department which utilized a program from Claritas, a firm that specializes in 

compiling and forecasting Census Data.  

With regards to the recent/expected population levels for the various Trade Areas, along with their 

annual growth rates, they are as follows: 

Within 1-Mile: From 4,289 in 2000 to 6,093 currently (7.0%/yr.) and 7,402 in 2011 (4.3%/yr.); 

with expected near-term growth during 2006-2011 of 1,309. 

Within 3 Miles: From 62,163 in 2000 to 77,187 currently (4.0%/yr.) and 88,159 in 2011 

(2.8%/yr.); with expected near term growth during 2006-2011 of 10,972. 

Within 5 Miles: From 133,900 in 2000 to 162,593 currently (3.6%/yr.) and 183,538 in 2011 

(2.6%/yr.); with expected near-term growth during 2006-2011 of 20,945. 

With respect to other characteristics of the households in the various Trade Areas, they are as follows: 

 Household Size:  1-Mile:  3.6, 3-Miles: 3.7 and 5-Miles: 3.7; 

All areas similar 

 Median Age:  1-Mile:  32.6, 3-Miles: 28.5 and 5-Miles: 28.3; 

1-Mile somewhat higher 

Median Household Income:  1-Mile:  $58,232, 3-Miles: $50,339 and 5-Miles: $51,067; 

1-Mile significantly higher 

Per Capita Income:  1-Mile:  $19,233, 3-Miles: $16,263 and 5-Miles: $16,364; 

1-Mile significantly higher 

Home Values:  1-Mile:  $281,231, 3-Miles: $249,591 and 5-Miles: $251,710; 

1-Mile significantly higher 

Employed- Amount/Share of Population:  1-Mile: 2,745 (45.1%), 3-Miles: 31,879 (41.3%) and 

5-Miles: 68,182  (41.9%); 

1-Mile substantially higher 

So, the immediate trade area, within 1-Mile, has a population that has relatively favorable 

socioeconomic characteristics, such as a higher median age, higher income, higher per capita income, 

higher housing values and a greater share of the population being employed. 
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Radius

Socioeconomic Characteristics 1- Mile 3 - Miles  5 - Miles

Population Levels
     1990 - Census    2,716 52,802 114,153
     2000 - Census    4,289 62,163 133,900
     2006 - Estimate  6,093 77,187 162,593
     2011 - Projection 7,402 88,159 183,538
   Growth: 2006-2011 1,309 10,972 20,945

Growth Rates/Year
     1990 - 2000 5.8% 1.8% 1.7%

  2000-2006 7.0% 4.0% 3.6%
  2006-2011 4.3% 2.8% 2.6%

Median Household Size 3.6 3.7 3.7

Median Age 32.6 28.5 28.3

Median Household Income: 2006 $58,232 $50,339 $51,067

Per Capita Income: 2006 $19,233 $16,263 $16,364

Number of Vehicles 2.2 2.0 2.0

Tenure of Households
  Owner 1,425 15,467 31,434
Renter 277 5,202 12,487

Median Value - Homes;  2006 $281,231 $249,591 $251,710

Structure Built: Median Year 1989 1986 1986

Employed 2,745 31,879 68,182
     Share - Population 45.1% 41.3% 41.9%
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CFD NO. 5 (STONERIDGE RANCH) TRADE AREASCFD NO. 5 (STONERIDGE RANCH) TRADE AREAS
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G.   CHARACTERISTICS OF THE EXISTING RETAIL CENTERS 
IN THE VICINITY OF CFD NO. 5 (STONERIDGE RANCH) 

The characteristics of the existing retail centers in the vicinity CFD No. 5 (Stoneridge Ranch) s are 

now discussed, with regards to their names, amount of space for tenants and the year in which they 

opened.

There are some twenty-five major commercial retail centers in the vicinity of  CFD No. 5 (Stoneridge 

Ranch), and together these have a total of some 5,446,000 sq.ft. Since these retail centers tend to be 

clustered into various geographical areas, Empire has organized them in that manner; accordingly, 

their characteristics are as follows: 

Retail Core: East 60/215: This geographic area has 12 major retail centers, which together, 

have a total of some 3,155,000 sq.ft., some 57.7% of all the square footage. The major retail 

center is the Moreno Valley Mall, which has more than 1,000,000 square feet, with the major 

tenants being Robinson-May, Sears and JC Penny. Most of the other retail centers, in this area 

are in close proximity to the Moreno Valley Mall, and they typically have various types of 

tenants found in power centers, such as Toy R Us, Circuit City and Lowe’s, among others. 

Central: Near Route 60: This geographic area has six major retail centers, which together, 

have a total of 1,232,000 sq.ft., some 22.8% of all the square footage. The two major retail 

centers, which have about 400,000 sq.ft. each, and they feature tenants such as Home Base,  

Big-5 Sports and Vons among others. 

Central: Southerly Portion of Moreno Valley: This geographic area has six major retail 

centers, which together, have a total of 759,000 sq.ft., some 14.0% of all the square footage. 

The two major retail centers, which have some 200,000 sq.ft. each, feature tenants such as the 

99 cent store and also Save-on. 

Easterly of Route 60: this geographic area has one major retail center, Moreno Beach Plaza, 

with some 300,000 sq.ft., and the primary tenant is Wal-Mart.  Stoneridge Ranch, the retail 

center in CFD No. 5, is situated just to the east of this retail center. 

Therefore, there has been a significant amount of commercial retail development in the vicinity of the 

CFD, some 5,446,000 square feet.  With respect to the geographical development patterns for 

commercial retail developments, the represent a movement from the retail core, near 60/215, easterly 

along Route 60, into the central portion of the city and now further to the easterly part of the city.  

Consequently, CFD No. 5 (Stoneridge Ranch) represents the next step in this sequential development 

geographical development pattern. 
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RETAIL CENTERS IN THE VICNITY OF CFD NO. 5 (STONERIDGE)

Code Location Name of Center Space: Sq.Ft. Share Year Major Tenants

Estimated Space Built

Retail Core:  East 60/215 3,155,000 57.9%

1 Moreno Valley Mall 1,035,000 19.0% 1980
2 Canyon Springs Plaza 413,000 7.6% 1988 Sears Homelife, Toys R Us
3 Towngate Center 408,000 7.5% 1985 Edwards Theatres, Staples
4 TownGate Promenade/Square 372,000 6.8% 2005 Costco, Johnny Carino's
5 Town Gate Crossing 237,000 4.4% 2005 Circuit City, Lowe's
6 Canyon Springs South 118,000 2.2% 2004 Pet World
7 Pigeon Pass Plaza 106,000 1.9% 1989
8 Canyon Springs North 103,000 1.9% 2004 Michaels, Best Buy
9 Canyon Springs South 103,000 1.9% 2004 Linens & Things

10 Home Depot 100,000 1.8% 1990 Albertson's, Home Depot
11 Orange Tree Marketplace 90,000 1.7% 2005 JoAnn Fabric
12 Canyon Crossing 70,000 1.3% 1990 Wal Mart

Central: Near Route 60 1,232,000 22.6%

13 Festival at Moreno Valley 400,000 7.3% 1982 Home Base
14 Moreno Valley Plaza 365,000 6.7% 1986 Big-5 Sports, Vons, JoAnn
15 Butterfield Valley Village 185,000 3.4% 1985 Target
16 Moreno Valley Village 120,000 2.2% 1989 Food 4 Less, K-Mart
17 Moreno Valley Center 93,000 1.7% 1982 Sav-On
18 Sunnymead Plaza 69,000 1.3% 1985 Stater Brothers

Central: Southerly Moreno Valley 759,000 13.9%

19 Sunnymead Towne Center 220,000 4.0% 1980 99 Cent Store
20 Sunnymead Village Center 172,000 3.2% 1983 Sav-on
21 Alessandro Plaza 108,000 2.0% 1985 Family Fitness
22 Bear Valley Plaza 92,000 1.7% 1984 Albertson's, Longs Drug
23 JFK Plaza 87,000 1.6% 1988 Home Depot
24 Food 4 Less Center 80,000 1.5% 1991 Food 4 Less 

East: Near Route 60 300,000 5.5%

25 Moreno Beach Plaza 300,000 5.5% Wal-Mart

Grand Total 5,446,000 100.0%
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RETAIL CENTERS IN THE VICINITY OF CFD NO. 5
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SECTION IV 

  RECENT/EXPECTED RESIDENTIAL DEVELOPMENT 
PATTERNS IN THE CITY OF MORENO VALLEY 
AND POTENTIAL FINANCIAL RISK FACTORS 

The demand for space by tenants in the new CFD No. 5 retail center depends upon both the current 

population levels as well as future population growth. Accordingly, the purpose of this section is to 

discuss the recent/expected trends/patterns for residential development in the City of Moreno Valley, 

with regards to the amounts of new homes as well as potential factors that may impact the future 

residential of development, such as higher mortgage rates. 

A.   Recent Levels of New Residential Development in the City of Moreno Valley

The number of new single-family homes in the City of Moreno Valley during the 1986 (when the City 

was incorporated) through 2006 time period has been as follows: 

 CITY OF MORENO VALLEY
NEW SINGLE-FAMILY HOMES 
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Very Strong Growth 1986-1989: During the 1986-1989 time period, the level of new single-

family homes construction activity was very strong, some 3,300 homes per year, on the 

average.

Minimal Growth 1990-2000: During the 1990-2000 time period, the level of new single-

family home construction activity was dramatically less, only some 317 homes per year, on the 

average, a decrease of some 90%. 

Current Cycle: 2001-2006: During the 2001-2004 time period, the level of new single-family  

construction activity rose significantly,  to a peak level of 2,109 homes in 2004; however, since 

then, new homes have decreased, to 1,152 in 2005 and 849 in 2006.
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The number of new multiple-family homes (attached for-sale as well as apartments) in the City of 

Moreno Valley during the 1986 through 2006 time period has been as follows: 

 CITY OF MORENO VALLEY
NEW MULTIPLE-FAMILY HOMES 
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Moderate Growth 1988-1990: During the 1988-1990 time period, the level of new multiple-

family construction activity was moderate, some 379 units  per year, on the average. 

Minimal Growth 1991-2002: During the 1991-2002 time period, the level of new multiple-

family units was minimal, only some 29 units per year, on the average, a decline of some 90%. 

Current Cycle: 2003-2006: During the 2003-2006 time period, the level of new multiple-

family units rose significantly, to a peak level of 1,505 units  in 2004; however, since then, new 

units have decreased, to 929 in 2005 and 1,262 in 2006.

The number of new single-family homes in the City of Moreno Valley reached its peak level of 

activity in 2004, and, since then, moderated in 2005, and 2006. The construction of multiple-family 

units have been strong during 2004-2006, and this can be attributed to several large apartment 

complexes coming on the marketplace. 

During the next several years, Empire anticipates a moderation in the level of housing activity, due 

primarily to higher level of mortgage rates, both fixed and adjustable, as well as mortgage resets for 

homeowners that recently utilized creative financing with “teaser” rates; this is discussed further in the 

next section. 
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B.   Potential “Financial” Risk Factors Underlying the Credit Quality and  Bond 
Sizing  for Land Secured Financings in Southern California

There has been a fundamental shift in the driving force underlying the recent rates of housing price 
appreciation, from the historical role of employment growth as the driving force to the recent role of 
adjustable rate and creative financing techniques as the driving force. Since January 2002, these  
financial factors have been the primary driving force underling the extraordinary rate of housing price 
appreciation in Southern California, more than 70%. However, the economic feasibility of creative 
financing has recently diminished, as both short-term and long-terms rates have risen.  Consequently 
the current levels of housing prices and land values are subject to potentially substantial downward 
adjustments, due to mortgage rate resets (as mortgages are adjusted from teaser rates to market rates) 
as well as  higher short-term rates (due to rate hikes by the Federal Reserve Board). These 
adjustments, in turn, may cause a softening in housing prices and land values that could adversely 
impact the credit quality underlying land-secured financings. 

Financial Risk Factors: New Projects vs. Overall Market 
New projects with newly developing residential projects have characteristics that make them more 

vulnerable to a housing market bubble than national or regional markets. Specifically, New projects 

represent the marketing of new homes to purchasers at current prices that utilize creative financing 

structures and they are also concentrated in particular geographical locations. 

CHARACTERISTICS OVERALL MARKET COMMUNITY FACILITIES DISTRICT

Geographical Location Broad CFD - Focused Area

Time of Purchase Long Time Span:  10- 20 Years Recently

Type of Financing Structure Mostly Predominantly

> Fixed Rates  > Adjustable & Creative

> Amortization of Principal > Higher Loan Balances

Amount of Equity Significant; Accumulated Over Time Minimal 

> Recent Purchase

> Negative Amortization

Timing of Loan Resets Minimal & Spread Over Time Most  &  Similar Time

Definition of Creative Financing 
Creative financing, as utilized herein, refers to the use of loan structures other than fixed-rate or one- 

year adjustable loan structures that provide for amortization of principal; some examples of creative 

structures are as follows: 

Interest only payments. 

Payment option loans (with minimum payment options).  

Loans with initial teaser rates (below market rates that are offered only for a limited time 

period).

Additional factors related to creative loan structures include: 

Less stringent lending standards such as low/no documentation. 

Higher mortgage payment to income ratios. 
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1. Recent Housing Price Appreciation Patterns

A comparison of the price appreciation patterns for the current (2001-2006)  and the prior (1986-1993) 

real estate cycles reveals that there are significant similarities between them: 

The peak rates of appreciation amounted to 32% in 3
rd

-quarter of 2004 for the current cycle and 

24% in the 2
nd

-quarter of 1989 for the prior cycle. 

For the three years leading to the peak rate of appreciation, the average rates of appreciation 

amounted to 14% for the prior cycle and 16% for the current cycle, 

For the two years after the peak rate of appreciation, the average rates of appreciation 

amounted to 23% for the current cycle and 12% for the prior cycle. Furthermore, after two 

years from the peak, the rates of appreciation stabilized for both cycles,  

So a comparison of the price appreciation patterns for the current and the prior real estate cycles 

reveals that there are significant similarities between them. 
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2. Structural Shift in the Primary Factors Underlying Housing Price Appreciation:
From Employment Growth to Creative Financing

The primary factors underlying the current cycle of housing price appreciation in Southern California, 

declining mortgage rates as well as the extensive use of adjustable and creative financing, represent a 

fundamental shift from the prior cycle, employment growth. 

During the prior cycle, 1986-1991, housing price appreciation was driven by employment 

growth, with an average growth rate of some +2.3% per year, along with accommodating 

financial factors, such as stable or somewhat declining mortgage rates. During this time period 

financial factors played only a secondary role: for instance, over 1991-1993 when employment 

decreased,  housing prices declined, even though mortgage rates fell by more than two 

percentage points from their 1989-1990 levels. 

However, for the current cycle, 2001-2006, as housing prices escalated at strong rates, the 

primary fundamental factor, employment growth, has experienced only minimal growth, some 

+0.6% per year, on the average. Instead, housing price appreciation has been driven primarily 

by financial factors, particularly the use of adjustable rate mortgages and creative financing 

techniques.
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THEN ROSE MODERATELY THEREAFTER. 

FOR THE 1989 CYCLE, MORTGAGE RATES WERE 
RELATIVELY HIGH, AND REMAINED AT HIGH LEVELS 

PRIOR/AFTER THE PEAK 

FOR THE 2004 CYCLE, MORTGAGE RATES DECLINED 
TO RECENT HISTORIC LOWS AND THEN CREATIVE 

FINANCING WAS UTILIZED THEREAFTER 

SOURCE: EMPIRE ECONOMICS

Sources: Empire Economics, Employment Development Department, & Freddie Mac  
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3.  Role of Financial Factors Underlying Recent Rates of Housing Price Appreciation

Since January 2002, the primary driving forces underlying housing price appreciation have been as 

follows:

Households initially taking advantage of recent historically low fixed rates,  through June 2003. 

A shift to adjustable rate mortgages,  through March 2004. 

Since April 2004, the use of creative financing structures. 

The impacts of creative mortgage financing structures on the price of housing can be gauged by 

estimating the prices that households could afford to pay utilizing the various structures; the starting 

price for housing, as of January 2002, was some $278,000, and prices have recently increased to some 

$475,000, a change of more than 70%. 
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Fixed Rates: Based upon the recent historic low for fixed rates, which occurred in June 2003, 

the price amounted to some $350,000, an increase of $72,000; however, using current fixed 

rates, the most recent price amounts to some $331,000, some -$144,000 below current price 

levels.

Adjustable Rates: Based upon the recent historic low for adjustable rates, which occurred in 

March 2004, the price amounted to some $444,000, an increase of $164,000; however, using 

current adjustable rates, the most recent price amounts to some $363,000, some -$112,300 

below current price levels. 

Creative Financing: Based upon the rates for creative financing, the price currently amounts 

to some $475,000, an increase of $197,000 above the price for housing as of January 2002 of   

some $278,000. 
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4.  Potential Risk Factors for Purchasers Utilizing Creative Financing Structures

The purchasers of homes that utilize creative financing structures are able to “afford” homes at current 

market prices; however, their rates are subject to resets that will cause their payments to rise 

substantially, and so they face the risk of potentially becoming delinquent on their mortgage and tax 

payments. 

4-A.   Purchasers Using Creative Financing and Mortgage Loan Resets

Purchasers of homes that utilize creative financing are subject to resets, as their initial teaser rates are 

re-aligned to the market rates, and so their mortgage payments are likely to increase significantly. 

The  potential for mortgage reset is illustrated below, using a home with a price of $500,000 that is 

fully financed, with no down payment, something that buyers often do using first and second 

mortgages: 

Fixed Rate Loan Structure:

Mortgage payment of some $32,500 per year. 

Creative Loan Structure:

First three years, $24,375 per year, using a teaser rate interest only payment.  

Starting in the fourth year, when the loan payment is adjusted to the market rate and fully 

amortized to pay principal as well, the payment rises to some $34,600 per year. 

Therefore, the mortgage payment for the fourth year and thereafter is some 42% higher than for the 

first three years, an increase of some $10,225 per year. 
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EARLY SAVING USING 
CREATIVE FINANCING

ADDITIONAL PAYMENTS DUE TO EARLY SAVINGS

YEAR # 4  LOAN PAYMENT INCREASES BY + 42%

FIXED RATE LOAN - LEVEL PAYMENT FOR 30 YEARS

With regard to the amount of mortgages that are subject to such resets, based upon data for the United 

States mortgage market as a whole, these are expected to rise dramatically, from some $0.83 billion in 

2005 to more that $1.0 trillion in 2007. 

Furthermore, it is worthwhile to note that with regards to New projects in particular, mortgage resets 

are expected to be significant, since most of the recent purchasers have utilized creative financing. 
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4 - B.   Example of Purchasers of Homes in a Residential Project with Mortgage Resets

The following example provides a simulation of the potential impacts of mortgage resets for the recent 

purchasers of homes in a newly developing residential project: 

Price of Homes:  $500,000 

Household Income:  $75,000 

Fully Mortgaged: 100%  First of 80% and second of 20% 

Creative Structure: 
Interest only for first three years:  $20,000 per year 

Interest and amortization: next 27 years: $30,000 per year 

Property and Special Taxes: 2.0%, $10,000 per year. 

HOUSING PAYMENTS FOR HOUSEHOLDS WITHIN A CFD
SAMPLE PROJECT:  MORTGAGE RESETS IN YEAR 3
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HOUSEHOLD INCOME = $75,000

Accordingly, the application of these assumptions results in the following scenario: 

Phase I: 50 buyers in 2004 have payments of $30,000 per year until 2007 when the reset cause 

the payment to escalate to $40,000 per year. (mortgage payment rises by $10,000) 

Phase II: 50 buyers in 2005 follows a similar pattern, with a year’s delay. 

2006: The buyers in both phases have stable payments, and so the delinquency rate is expected 

to be normal. 

2007: The first 50 buyers have their payment rise by some $10,000. 

2008: The buyers in Phase II which have their payments also rise.  

The delinquency rates resulting from these mortgage payment increases will be determined by a 

multiplicity of factors, including the financial reserves of the households, their ability to reduce other 

expenditures, and so forth. Nevertheless, an increase in the mortgage payment by some $10,000 may 

prove to be beyond the financial capabilities of some of the households. Furthermore, their motivation 

to re-allocate funds to the mortgage payment may be diminished by their low levels of equity (100% 

financing and negative amortization). 
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4 – C   Delinquency Rates and Types of Loans

From an historical perspective, the mortgage delinquency levels for homeowners with adjustable  

mortgages have traditionally been significantly higher than for homeowners with fixed rate loans. 

During the 2000-2005 time period, the 5.4% delinquency rate for adjustable rate loans has been above 

the 3.6% delinquency rate for fixed rate loans by some 50% (5.4% vs. 3.6%.). This is typically 

attributed to homeowners with adjustable rate loans having difficulty with higher mortgage payments 

as rates rise as well as such households having “low” equity levels (due to higher loan to price ratios as 

well as negative amortization), and hence less of an incentive to “hold-on” to the home.  

DELINQUENCY RATES:
FIXED-RATE VS. VARIABLE-RATE LOANS 
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However, the potential delinquency rates for households with creative financing does not have an 

historical track record, since such loan structures have just become the available recently, and so they 

have not yet been tested under adverse real estate and economic conditions. Considering that creative 

loans are subject to substantial increase in mortgage payments when they are reset, as compared to 

traditional adjustable loans which vary only due to interest rates fluctuations, their delinquency rates 

are likely to be substantially higher. 

A “leading” indicator of higher Special Tax delinquency rates may be “notices of default” that are 

recorded against homes that are not making their mortgage payments on a timely basis.  

RECENT TRENDS FOR "NOTICES OF DEFAULT" FOR MORTGAGES
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Therefore, although a project may initially have low delinquency levels, when the resets start to 
occur several years after the original purchase, then the delinquency rates may rise 
dramatically, since most of the buyers in the project have similar financing structures. 
Furthermore, these delinquency rate increases may occur despite the higher value of the homes 
(but minimal equity) and favorable economic growth (not a recession). 
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5.  Conclusions 

The housing market is expected to experience some significant adjustments during the foreseeable 

future, as the current price structure, which is based upon the extensive use of creative financing, is re-

aligned with a sustainable price structure, which is based upon the use of more traditional financing 

structures:

The majority of home purchasers in recent years have utilized creative financing structures, and 

this has enabled them to “afford” homes at current market prices; however, such structures are 

subject to resets that will cause their payments to rise substantially, and so they face the risk of 

becoming delinquent on their mortgage and tax payments. 

However, if these purchasers instead used traditional financing structures, then the majority of 

them would NOT be able to “afford” homes at current market prices, and so their inability to 

do so would have caused the rate of sales to slowdown, unless builders offered them substantial 

concessions, and eventually lower prices. 

Therefore, as the market transitions from the creative financing structure to the traditional financing 

structures,  prospective purchasers will encounter challenges in paying the current prices, since their 

purchasing power with traditional loan structures is significantly below their purchasing power with 

creative structures. So, the real estate market is expected to encounter some significant adjustments, 

through a combination of lower prices,  enhanced builder incentives,  and slower sales rates. 

Finally, these market adjustments are expected to have a much more significant impact on newly 

developing residential projects in CFDs as compared  to the broader market as a whole, since such  

projects represent the marketing of new homes to purchasers at current prices and they are also 

concentrated in particular geographical locations.
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SECTION V: 

ESTIMATED ABSORPTION SCHEDULES FOR THE 
COMMERCIAL-RETAIL PRODUCTS IN CFD NO. 5

The  purpose of  this section  is to estimate the  absorption schedules  for  the commercial-retail 

products in CFD No. 5,  based upon a consideration of the recent/expected market demand/supply 

conditions as well as  the potential market and financial risk factors, along with the market-entry of the 

completed buildings that are ready for occupancy. 

Market Demand/Supply as well as the Market/Financial Risk Factors

Macroeconomic Components 

* Market Demand for Employment and Housing Based 

Upon SCAG Projections Modified for

Recent/Expected Economics Conditions  

 Microeconomic Components 

* Development Trends/Patterns 

* Recent Retail Construction Activity: 

Southern California, Riverside County and Moreno Valley 

* Recent Patterns in Taxable Sales 

Riverside County and Moreno Valley 

* Relationship of Residential and Commercial-Retail Development 

* Characteristics of the Population in the Trade Area 

Population Levels, Household Incomes and Other Factors 

*Characteristics of the Existing Retail Centers in the Vicinity 

Amount of Space and Types of Tenants 

Recent Residential Development Trends and Potential Risk Factors 

* Recent Levels of New Residential Development in the City of Moreno Valley 

* Potential “Financial” Risk Factors Underlying the Credit Quality and Bond Sizing 

for Land  Secured Financings in Southern California 
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Empire’s Algorithm for Estimating Absorption Schedules 

Empire Economics has estimated the expected absorption schedules for the CFD No. 5 commercial-

retail products through a comprehensive analysis of the following factors: 

The location of the retail centers, near Route 60 and Nason Street, in the easterly portion of the 

City of Moreno Valley, a newly developing area. 

The construction commitment of the anchors, Target and Kohls’, are situated 
immediately to the north of the buildings in CFD No. 5; the anchors will generate a 
significant amount of traffic; however, they are not a part of the CFD. 

The Trade Areas for CFD No. 5, with regards to their population levels at various distances, are 

not as strong as the Trade Areas for the major retail centers located near the intersection of 

routes 215 and 60; furthermore, their freeway accessibility is also not as favorable as the other 

centers.

For the County of Riverside as well as the City of Moreno Valley, there has been a strong 

correlation between residential development and the corresponding level of retail development. 

Accordingly, the recent/expected slowdown for the real estate market result in less residential 

development, and this will cause a moderation in the amount of retail development as well. 

With regards to the level of new residential development in the City of Moreno Valley, its most 

recent peak level was attained in 2004, some 3,614 homes, and since then it has declined, to 

some 2,100 homes per year for 2005 and 2006. 

Additionally, higher level of mortgage payments, due to adjustable rate loans as well as 

mortgage resets, are expected to dampen the amount of consumer spending for retail products. 

(Note: A significant amount of demand for retail products during the past several years has 

been driven by households utilizing their housing equity gains.) 

Furthermore, Empire also utilizes its  experience from conducting  Market Absorption Studies for 

more than four hundred CFDs, with regards to the time required to develop the properties (finish the 

pads/lots and complete the construction of the buildings/homes) as well as the time required for their 

absorption (depending upon economic and real estate conditions). 

Finally, the estimated absorption schedules, which represent the occupancy of a building by a tenant, 

are subject to the Assumptions and Qualifications set-forth in the next section. 
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Current Marketing Status of the Commercial Products

The estimated absorption schedules also take into account the marketing status of the commercial-

retail pads/buildings in CFD No. 5 by Pad Areas, and these are as follows: 

Signed Leases for some 116,092 (40.2%) sq.ft. 

This space is expected to be occupied as soon as the structures are 

completed. 

Leases out for signature for 9,600 (3.3%) sq.ft. 

This space is also expected to be occupied as soon as the structures are 

completed, since there is a sufficient amount of time to complete the 

negotiations.

Letters of Intent for 4,200 (1.5%) sq.ft. 

This space is expected to be occupied approximately one year after the 

structures are completed, to allow more time to complete their 

negotiations as well as the possibility for some of these deals not being  

completed. 

Not Committed for 158,632 (55.0%) sq.ft. 

For the remaining space in Phase I, some 76,318 sq.ft., this is expected to 

be leased during 2008 and 2009. While for the space in Phase II, some 

86,514 sq.ft., this is expected to be leased during 2010 through 2011. 
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Estimated Absorption Schedules for the Pads in CFD No. 5 (Stoneridge Ranch) 

Accordingly, the estimated absorption schedules for the commercial-retail pads  in CFD No. 5 are as 

follows:

CFD NO. 5 (STONERIDGE RANCH)
ESTIMATED ABSORPTION SCHEDULES
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Therefore, the 288,524 square feet of commercial-retail space in CFD No. 5 is  expected to be 

absorbed (building constructed and occupied by tenants)  during the 2007 through 2011time period, as 

follows:

2007: 125,692 sq.ft., as occupancy commences 

2008: 33,047 sq.ft. 

2009:  43,271 sq.ft., as occupancies are completed for Phase I 

2010: 43,257 sq.ft., as occupancies in Phase II commence 

2011: 43,257 sq.ft., as the occupancies are completed for Phase II 

      Closing Remarks 

The estimated absorption schedules for the commercial-retail  products in CFD No. 5 are subject to 

change due to potential shifts in economic/real estate market conditions and/or the development 

strategy by the developer, Sterling USA Development. 

Empire Economics                                                                                                                                         March 5, 2007
.

53

ESTIMATED ABSORPTION SCHEDULES
CITY OF MORENO VALLEY CFD NO. 5 (STONERIDGE RANCH)

. MARCH 5, 2007;   SUBJECT TO REVISION  .

(Note: Although particular buildings will be occupied in a specific years, their absorption sometimes spans several years, 
in order to reflect the lack of certainty regarding the precise year in which they will be occupied.)

Phase Characteristics of the Buildings as well as the Potential Tenants Status of Lease Estimated Absorption Schedules

Signed Out for Letter of Not
 Tenant Profiles Pad Lease Area Tenant Lease Signature Intent Committed 2007 2008 2009 2010 2011

Phase I Major Tenants Leased Signed

2 7,369 Dress Barn 7,369 7,369 0 0 0 0

4 7,000 Famous Footware 7,000 7,000 0 0 0 0

5 45,666 Best Buy 45,666 45,666 0 0 0 0

5 17,948 Offie Max 17,948 17,948 0 0 0 0

Available

6 25,000 N/A 25,000 0 10,000 15,000 0 0

Smaller Tenants

Leased Signed

20 6,500 Chili's 6,500 6,500 0 0 0 0

21 3,000 Chevron 3,000 3,000 0 0 0 0

23 3,600 Pomona 1st Fed Bank 3,600 3,600 0 0 0 0

24 3,200 Jack-in-the-Box 3,200 3,200 0 0 0 0

0 0 0 0 0

Out -Signature 0 0 0 0 0

13 5,000 Washington Mutual 5,000 5,000 0 0 0 0

14 4,600 Mattress Gallery/H&R Block 4,600 4,600 0 0 0 0

0 0 0 0 0

Signed LOI 0 0 0 0 0

19 4,200 Wachovia 4,200 0 4,200 0 0 0

0 0 0 0 0

Available 0 0 0 0 0

11 6,300 N/A 6,300 0 2,520 3,780 0 0

12 4,000 N/A 4,000 0 1,600 2,400 0 0

22 5,200 N/A 5,200 0 2,080 3,120 0 0

Mainstreet Leased Signed

Suite 7A 3,500 Pacific Dental Services 3,500 3,500 0 0 0 0

Suite 7B 1,700 Starbuck's 1,700 1,700 0 0 0 0

Suite 7D 1,400 Subway 1,400 1,400 0 0 0 0

Suite 8D 2,500 Verizon Wireless 2,500 2,500 0 0 0 0

Suite 8E 1,600 Zen Chinese Kitchen 1,600 1,600 0 0 0 0

Suite 9A/B 3,807 Roundtable Pizza 3,807 3,807 0 0 0 0

Suite 10B 1,300 Jamba Juice 1,300 1,300 0 0 0 0

Suite 10D 2,000 T-Mobile 2,000 2,000 0 0 0 0

Suite 10E 4,002 Visterra Credit Union 4,002 4,002 0 0 0 0

Available

Suite 7C 1,187 N/A 1,187 0 475 712 0 0

Suite 7E 2,347 N/A 2,347 0 939 1,408 0 0

Suite 8A 2,000 N/A 2,000 0 800 1,200 0 0

Suite 8B 1,200 N/A 1,200 0 480 720 0 0

Suite 8C 1,361 N/A 1,361 0 544 817 0 0

Suite 8F 1,281 N/A 1,281 0 512 769 0 0

Suite 8G 1,492 N/A 1,492 0 597 895 0 0

Suite 8H 3,000 N/A 3,000 0 1,200 1,800 0 0

Suite 8I 1,000 N/A 1,000 0 400 600 0 0

Suite 9C 1,518 N/A 1,518 0 607 911 0 0

Suite 9D 1,523 N/A 1,523 0 609 914 0 0

Suite 9E 7,000 N/A 7,000 0 2,800 4,200 0 0

Suite 10A 1,620 N/A 1,620 0 648 972 0 0

Suite 10C 1,889 N/A 1,889 0 756 1,133 0 0

Suite 10F 3,200 N/A 3,200 0 1,280 1,920 0 0

Phase II Major Tenants Available

7 21,500 N/A 21,500 0 0 0 10,750 10,750

8 21,500 N/A 21,500 0 0 0 10,750 10,750

9 22,514 N/A 22,514 0 0 0 11,257 11,257

10 21,000 N/A 21,000 0 0 0 10,500 10,500

Totals 288,524 116,092 9,600 4,200 158,632 125,692 33,047 43,271 43,257 43,257

40.2% 3.3% 1.5% 55.0% 43.6% 11.5% 15.0% 15.0% 15.0%
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SECTION VI:  ASSUMPTIONS AND LIMITING CONDITIONS 

The  Market Absorption  Study  is based  upon  various  assumptions  and  limiting conditions; accordingly, these are 

as follows: 

Property Boundaries
No  survey or  engineering analysis  of CFD No. 5  property  has been made by  the market  analyst; the  District 

Engineer's report utilized for the Bond is deemed to be reliable.  The market analyst assumes the  existing boundaries 

to  be correct, that  no encroachments exist  and assumes  no  responsibility for  any  condition not  readily observable  

from   customary  investigation   and  inspection   of  the premises,  which  might affect  the  valuation,  excepting 

those  items which were specifically mentioned in the report. 

Maps and Exhibits
Maps and exhibits included  in this report are  for illustration only  as an  aid in  visualizing matters  discussed within  

the report. They should not be considered as  surveys, or relied upon for any other purpose, nor  should they  be 

removed from,  reproduced, or  used apart from the report. 

Title to Property
No opinion  as to  title is  rendered.  Data  related to  ownership and legal description,  obtained from  governmental 

records related  to the formation  of the District that forms the basis  for identifying  the boundaries of  CFD No. 5 are 

considered  reliable. Title is  assumed to  be marketable  and free and  clear of  all liens, encumbrances,  easements  

and  restrictions except  those  specifically discussed  in the  report.  The  property is  evaluated assuming  to be 

under responsible ownership and  competent management and available for development to highest and best use.                   

Earthquakes and Seismic Hazards 
The property which  is the subject of this market  analysis is within a geographic area prone to  earthquakes and 

seismic disturbances.  Except as  specifically  indicated  in  the report,  no  seismic  or  geologic studies  have  been  

provided  to the  market  analyst  concerning  the geologic and/or seismic condition of  the subject property.  The 

market analyst  assumes  no responsibility  for  the  possible effect  on  the subject property of seismic activity and/or 

earthquakes.

Soil and Geological Studies
No detailed  soil studies  or geological studies  or reports  were made available to the  market analyst.  Assumptions 

employed  in this report regarding soils  and geologic  qualities of  the subject  property have been  provided  to  the  

client.  However,  such  assumptions  are  not conclusive and the  market analyst assumes no  responsibility for soils 

or geologic conditions  discovered to be different  from the conditions assumed unless otherwise stated in this report. 

Hidden or Unapparent Conditions 
The market analyst  assumes no responsibility for  hidden or unapparent conditions  of the  property, subsoil,  

groundwater or  structures that render the subject  property more or less  valuable.  No responsibility is  assumed for  

arranging for  engineering, geologic  or environmental studies  that may  be required  to discover  such hidden  or 

unapparent conditions. 

Presence and Impact of Hazardous Material
Unless  otherwise stated  in the  report,  the market  analyst did  not become aware  of the  presence of any  hazardous 

material  or substance during  the   market  analyst's  general  inspection   of  the  subject property.  However, the 

market analyst  is not qualified to investigate or  test  for  the  presence  of such  materials  or  substances.   The 

presence  of  such materials  or  substances  may adversely  affect  the evaluation of the  subject property.    The 

market analyst  assumes  no  responsibility  for  the  presence  of  any  such substance  or material  on  or in  the 

subject  property,  nor for  any expertise or  engineering knowledge  required to discover  the presence of such  

substance or material.    
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Structural Deficiencies of Improvements 
The  market analyst  has not  performed  a thorough  inspection of  the subject property,  and except  as noted  in this  

report has  not found obvious  evidence  of  structural   deficiencies  in  any  improvements located  on the  subject  

property.  Consequently,  the market  analyst assumes  no responsibility  for  hidden defects  or nonconformity  with 

specific governmental requirements, such  as fire, building and safety, earthquake  or   occupancy  codes,  unless  

inspections   by  qualified independent professions  or governmental agencies were  provided to the market  analyst.   

Further,  the  market  analyst  is  not  a  licensed engineer  or architect  and  assumes no  responsibility for  structural 

deficiencies not  apparent to the market  analyst at the time  of their inspection. 

Presence of Asbestos 
The market  analyst is not  aware of the  existence of asbestos  in any existing  improvements on  the subject  

property.  However,  the market analyst  is  not trained  to  discover  the  presence of  asbestos  and assumes  no  

responsibility should  asbestos  be  found  in or  at  the subject property.  For the purposes  of this report, the market 

analyst assumes  the subject  property  is  free of  asbestos  and the  subject property meets  all federal,  state and  

local laws  regarding asbestos abatement. 

Environmental and Other Regulations
The property  is evaluated assuming  it to  be in full  compliance with all applicable  federal, state and local  

environmental regulations and laws, unless otherwise stated. 

Required Permits and Other Governmental Authority 
Unless otherwise stated, the property  evaluated is assumed to have all required   licenses,   permits,   certificates,   

consents   or   other legislative and/or  administrative authority  from any local,  state or national government  or 

private entity  or organization that  have been or  can be  obtained or  renewed for  any use  on which  the evaluation 

analysis contained in this report is based upon.

 Designated Economic Scenario
The  Market  Absorption  Study  focuses upon  the  expected  absorption schedules for the  products in CFD No. 5 

according to the designated economic scenario.  Specifically,  this  scenario  represents  the economic and real estate 

conditions  for  the  Market Region and also the Market Area during the foreseeable future according to the most 

probable conditions, and this is regarded as being  appropriate for  the Bond Financing.   However, the economic and  

market conditions  which actually  materialize on  a year  by year basis  may differ from those presented  according  

to the  designated economic  scenario,  as  a  result of  exogenous  factors  which  are difficult to  forecast/quantify.  

Accordingly, the  designated scenario should  be  utilized  as  an  economic  framework  for  evaluating  the 

marketing prospects of  the properties within CFD No. 5 rather than a "literal" representation of what is  expected to 

occur on a year/year basis during the foreseeable future. 

 Provision of the Infrastructure 
The  Market Absorption  Study  assumes that  the governmental  agencies that supply  public facilities  and services, 

including  water, provide these in a  timely manner so that the proposed  products in CFD No. 5 can  respond  to the  

expected  market  demand for  their products.  Otherwise,  if  the  required infrastructure  is  not   available  in  a  

timely   manner,  then  the absorption of the products could be adversely impacted.          

Developer/Builder Responsiveness to Market Conditions
The Market Absorption Study assumes  that the developer/builder in CFD No. 5 responds  to  the  market conditions  

with  commercial-retail products  that  are competitively priced  and have the features/amenities  that are desired by 

the purchasers.   Specifically, the products in CFD No. 5 have  not yet entered the marketplace, and so the specific 

characteristics of their product types cannot be identified until they actually offer products on the marketplace. 

Consequently, to the extent that future products have lease rates/features  that differ from the competitive market  

standards, then their absorption schedules would  need  to be  modified  from  those  presented according  to  the 

designated economic scenario. 
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Financial Strength of the Project Developer/Builder
The Market Absorption Study  assumes that the developer/builder in  CFD No. 5 (and  also   their  lenders)  have  

sufficient  financial strength  to adequately  fund  their development, including paying their Special 

Taxes/Assessments, and  that  they  have sufficient  financial reserves  which  could  be  utilized  to  supplement  

their  cash  flow positions,  in the  event that  adverse economic  or market  conditions occur. 

Accuracy of Information from Others
In preparing  this report, the market  analyst was required to  rely on information  furnished  by other  individuals  or  

found in  previously existing records  and/or documents.   Unless otherwise  indicated, such information is presumed  

to be reliable.  However,  no warranty, either expressed or implied,  is given by the market analyst  for the accuracy 

of such  information and the  market analyst assumes  no responsibility for information  relied upon and  later found 

to have  been inaccurate. The market analyst  reserves the right to make such  adjustments to the analyses, opinions 

and  conclusions set forth in this report  as may be required  by consideration  of additional  data or  more reliable  

data that may become available. 

Liability of Market Analyst
The liability of  Empire Economics, the market  analyst responsible for this report,  is limited  to the  client only and  

to the  fee actually received by the  market analyst.  Further, there is no accountability, obligation or liability  to any 

third party.  If this  report is placed in the  hands of anyone  other than the  client, the client  shall make such  party 

aware  of all  limiting conditions  and assumptions  of the assignment and related discussion.  The market  analyst is 

in no way to be  responsible for  any  costs  incurred to  discover  or correct  any deficiencies or any type  present in 

the property--physical, financial, and/or legal. 

Testimony or Court Attendance
Testimony  or attendance  in  court  or at  any  other  hearing is  not required  by reason  of  rendering this  market  

analysis, unless  such arrangements are  made a  reasonable time in  advance of  said hearing. Separate  arrangements 

would  need to  be made  concerning compensation for  the market  analyst's  time to  prepare for  and  attend any  

such hearing. 

Right of Publication of Report
Possession of this report, or a copy  of it, does not carry with it the right  of  publication except for the party to  whom 

it  is addressed. Without  the  written  consent of  the  market analyst, this  report may  not be  used for any  purpose 

by  any person other  than the  party to  whom it  is addressed.  In any event, this report may  be used only  with 

properly written qualification  and only in its entirety for its stated purpose. 

Timeliness of the Market Absorption Study
The Market Absorption Study performs a comprehensive analysis of the relevant land-use, economic and 

commercial-retail  market conditions that are expected to influence the marketing success of the products  in CFD 

No. 5.  Nevertheless, the Study should be dated within six-months of the Bond Sale, or even sooner, should these 

land-use and/or economic market as well as real estate conditions change significantly. 
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APPENDIX D  

SUMMARY OF THE FISCAL AGENT AGREEMENT 

The following summary discussion of selected provisions of the Fiscal Agent Agreement is made subject to all of the 
provisions thereof. This summary discussion does not purport to be a complete statement of such provisions and 
prospective purchasers of the Bonds are referred to the complete text of the Fiscal Agent Agreement, copies of 
which are available upon request sent to the Fiscal Agent. 

Definitions   

“Acquisition and Construction Account” means the account by that name within the Improvement Fund 
established pursuant to the Fiscal Agent Agreement. 

 “Acquisition/Financing Agreement” means the Acquisition Financing Agreement by and between the City 
and the Developers named therein, relating to the District, as such agreement may be amended. 

“Act” means the Mello-Roos Community Facilities Act of 1982, as amended, Chapter 2.5 (commencing 
with Section 53311) of Part 1 of Division 2 of Title 5 of the California Government Code. 

“Administrative Expenses” means any or all of the following actual or reasonably estimated costs directly 
related to the administration of the district:  the costs of computing the Special Taxes and preparing the annual 
Special Tax collection schedules (whether by the City or designee thereof or both); the costs of collecting the 
Special Taxes (whether by the City or otherwise); the costs of remitting the Special Taxes to the Fiscal Agent; the 
costs of the Fiscal Agent (including its legal counsel) in the discharge of the duties required of it under the Fiscal 
Agent Agreement; the costs to the City, the District or any designee thereof of complying with arbitrage rebate 
requirements, including but not limited to, any rebate obligation; the costs to the City, the District or any designee 
thereof of complying with disclosure requirements of the City and /or, the District associated with applicable federal 
and state securities laws and the Act; the costs associated with preparing Special Tax disclosure statements and 
responding to public inquiries regarding the Special Taxes; the costs to the City, the District or any designee thereof 
related to any appeal of the Special Tax; the costs associated with the release of funds from an escrow or appeals 
account, including appraisal costs; and the other fees and expenses of the City in carrying out its duties under the 
Fiscal Agent Agreement and in any way related to the administration of the District, an allocable share of the 
salaries of City staff directly related thereto and a proportionate amount of City general administrative overhead 
related thereto and any amounts paid by the City from its general fund or other fund pursuant to the Fiscal Agent 
Agreement.  Administrative Expenses shall also include amounts estimated by the City or advanced by the City or 
the District for any other administrative purposes of the District, including attorney’s fees and other costs related to 
commencing and pursuing to completion any foreclosure of delinquent Special Taxes. 

“Administrative Expense Fund” means the fund by that name established by the Fiscal Agent Agreement. 

“Agreement” means the Fiscal Agent Agreement, as it may be amended or supplemented form time to time 
by any Supplemental Agreement adopted pursuant to the Fiscal Agent Agreement. 

“Annual Administrative Expense Requirement” means an amount equal to $30,000, to be allocated 
annually as the first priority of Special Taxes received each Fiscal Year and transferred to the Administrative 
Expense Fund pursuant to the Fiscal Agent Agreement. 

“Annual Debt Service” means, for each Bond Year, the sum of (i) the interest due on the Outstanding 
Bonds in such Bond Year, assuming that the Outstanding Bonds are retired as scheduled, and (ii) the principal 
amount of the Outstanding Bonds scheduled to be paid. 

 “Auditor” means the Auditor-Controller of the County of Riverside. 

“Authorized Officer” means the City Manager, the Assistant City Manager, the Finance Director and any 
other officer or employee of the City authorized by the City Council or by an Authorized Officer to undertake the 
action referenced in the Fiscal Agent Agreement as required to be undertaken by an Authorized Officer. 

“Bond Counsel” means any attorney or firm of attorneys acceptable to the City and nationally recognized 
for expertise in rendering opinions as to the legality and tax-exempt status of securities issued by public entities. 

“Bond Fund” means the fund by that name established by the Fiscal Agent Agreement. 
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“Bond Year” means the period beginning on the Closing Date and ending on September 1, 2007 and 
thereafter the period beginning on each September 2 and ending on the following September 1. 

“Bonds” means, unless otherwise expressly provided, the Community Facilities District No. 5  of the City 
of Moreno Valley 2007 Special Tax Bonds authorized by and at any time Outstanding pursuant to the Act and the 
Fiscal Agent Agreement. 

“Business Day” means any day other than (i) a Saturday or a Sunday or (ii) a day on which banking 
institutions in the State of California or in any state in which the Fiscal Agent has its Principal Office are authorized 
or obligated by law or executive order to be closed. 

“City” means the City of Moreno Valley. 

“City Council” means the City Council of the City. 

“Closing Date” means the date upon which there is an exchange of the Bonds for the proceeds representing 
payment of the purchase price of the Bonds by the Original Purchaser. 

“Code” means the Internal Revenue Code of 1986, as amended. 

“Completion Date” shall mean the earlier of a date that is three years after the Closing Date or a date upon 
which the City gives notice to the Fiscal Agent that the Project is complete. 

“Continuing Disclosure Agreement” means the Continuing Disclosure Agreement between the City and the 
Fiscal Agent, as Dissemination Agent thereunder, dated as of the Closing Date, as originally executed and as it may 
be amended from time to time in accordance with the terms of the Fiscal Agent Agreement. 

“Costs of Issuance” means items of expense payable or reimbursable directly or indirectly by the City and 
related to the authorization, sale and issuance of the Bonds, which items of expense shall include, but not be limited 
to, printing costs, costs of reproducing and binding documents, including but not limited to the preliminary official 
statement and official statement regarding the Bonds, closing costs, filing and recording fees, initial fees and charges 
of the Fiscal Agent including its first annual administration fee and the fees of its counsel, expenses incurred by the 
City in connection with the issuance of the Bonds and the formation of the District, Bond (underwriter’s) discount, 
legal fees and charges, including the fees of Bond Counsel, disclosure counsel and counsel to the Underwriter, if 
any, Financial Advisor’s fees, appraiser’s fees and costs, Tax Consultant’s fees and costs, charges for authentication, 
transportation and safekeeping of the Bonds and other costs, charges and fees in connection with the foregoing. 

“Costs of Issuance Fund” means the fund by that name established by the Fiscal Agent Agreement. 

“Debt Service” means the amount of interest and principal payable on the Bonds scheduled to be paid 
during the period of computation, excluding amounts payable during such period which relate to principal of the 
Bonds which are scheduled to be retired and paid before the beginning of such period. 

“Defeasance Securities” means, for purposes of the Fiscal Agent Agreement, the following: 

(i) United States Treasury Certificates, Notes and Bonds (including State and Local Government 
Series - “SLGs”); 

(ii) Direct obligations of the United States Treasury which have been stripped by the Treasury itself, 
CATS, TIGRS and similar securities; 

(iii) Resolution Funding Corporation (REFCORP) obligations; provided that only the interest 
component of REFCORP strips which have been stripped by request of the Federal Reserve Bank of New York in 
book-entry form are acceptable; 

(iv) Pre-refunded municipal bonds rated “Aaa” by Moody’s and “AAA” by Standard & Poor’s; 
provided, however, that if the issue is only rated by Standard & Poor’s (i.e., there is no Moody’s rating), then the 
pre-refunded bonds must have been pre-refunded with cash, direct United States or United States guaranteed 
obligations, or “AAA” rated pre-refunded municipal bonds; and 

(v) Obligations issued by the following agencies which are backed by the full faith and credit of the 
United States of America: 

(a) U.S. Export-Import Bank 

Direct obligations or fully guaranteed certificates of beneficial ownership 
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(b) Farmers Home Administration 

Certificates of beneficial ownership 

(c) Federal Financing Bank 

(d) General Services Administration 

Participation certificates 

(e) United States Maritime Administration 

Guaranteed Title XI financing 

(f) United States Department of Housing and Urban Development 

Project notes 

Local Authority Bonds 

New Communities Debentures - United States government guaranteed debentures 

United States Public Housing Notes and Bonds - United States government guaranteed 
public housing notes and bonds. 

“Developed Property” has the meaning given to such term in the Rate and Method of Apportionment of 
Special Taxes adopted on the date the District was formed. 

“District” means Community Facilities District No. 5  of the City of Moreno Valley, County of Riverside, 
State of California. 

“EMWD” means Eastern Municipal Water District. 

“EMWD Account” means the account by that name within the Improvement Fund established pursuant to 
the Fiscal Agent Agreement. 

“EMWD Acquisition Facilities” shall have the meaning given the term “Acquisition Facilities” in the 
EMWD JCFA. 

“EMWD Fee Facilities” shall have the meaning given such term in the EMWD JCFA. 

“EMWD JCFA” means the Joint Community Facilities Agreement entered into effective as of July 18, 
2005 by and among the City, EMWD and Stoneridge Centre Partners, L.P. 

“Federal Securities” means any of the following which at the time of investment are legal investments 
under the laws of the State of California for the moneys proposed to be invested therein: 

(i) Cash; and 

(ii) Direct general 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 and CATS and TIGRS), or 
obligations, the payment of principal of and interest on which is unconditionally guaranteed by the United 
States of America. 

“Financial Advisor” means an independent financial consulting firm appointed by the City to advise the 
City as to financial matters relating to the Bonds. 

“Fiscal Agent” means Wells Fargo Bank, National Association, the Fiscal Agent appointed by the City, 
acting as an independent fiscal agent with the duties and powers provided in the Fiscal Agent Agreement, its 
successors and assigns, and any other corporation or association which may at any time be substituted in its place, as 
provided in the Fiscal Agent Agreement. 

“Fiscal Year” means the twelve-month period extending from July 1 in a calendar year to June 30 of the 
succeeding year, both dates inclusive. 

“Improvement Fund” means the fund by that name established by the Fiscal Agent Agreement. 

“Independent CPA” means a firm of certified public accountants which is not an employee of, or otherwise 
controlled by, the City. 
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“Independent Financial Consultant” means a firm of certified public accountants, a financial consulting 
firm, a consulting engineering firm or engineer which is not an employee of, or otherwise controlled by, the City. 

“Information Services” means Bloomberg Municipal Repositories, P.O. Box 840, Princeton, New Jersey, 
08542-0840; DPC Data Inc., One Executive Drive, Fort Lee, New Jersey, 07024; Interactive Data, 100 Williams 
Street, New York, New York, 10038, Attention: Repository; Standard & Poor’s J. J. Kenny Repository, 55 Water 
Street, 45th Floor, New York, New York, 10041; and, in accordance with then current guidelines of the Securities 
and Exchange Commission, such other services providing information with respect to called bonds as the City may 
designate in an Officer’s Certificate delivered to the Fiscal Agent. 

“Interest Account” means the account by that name established in the Bond Fund by the Fiscal Agent 
Agreement. 

“Interest Payment Dates” means March 1 and September 1 of each year, commencing September 1, 2007, 
until the maturity or redemption of all Outstanding Bonds. 

“Investment Earnings” means all interest earned and any gains and losses on the investment of moneys in 
any fund or account created by the Fiscal Agent Agreement, excluding interest earned and gains and losses on the 
investment of moneys in the Rebate Fund. 

“Maximum Annual Debt Service” means the largest Annual Debt Service for any Bond Year after the 
calculation is made through the final maturity date of any Outstanding Bonds. 

“Moody’s” shall mean Moody’s Investors Service,  a national rating service with offices in New York, 
New York. 

“Officer’s Certificate” means a written certificate of the City signed by an Authorized Officer of the City. 

“Ordinance” means any ordinance of the City or resolution of the City Council levying the Special Taxes. 

“Original Purchaser” means the first purchaser of the Bonds from the City. 

 “Outstanding,” when used as of any particular time with reference to the Bonds, means (subject to the 
provisions of the Fiscal Agent Agreement) all Bonds except: 

(i)  Bonds theretofore canceled by the Fiscal Agent or surrendered to the Fiscal Agent for 
cancellation; 

(ii)  Bonds called for redemption which, for the reasons specified in the Fiscal Agent 
Agreement, are no longer entitled to any benefit under the Fiscal Agent Agreement other than the right to 
receive payment of the redemption price therefor; 

(iii) Bonds paid or deemed to have been paid within the meaning of the Fiscal Agent 
Agreement; and 

(iv) Bonds in lieu of or in substitution for which other Bonds shall have been authorized, 
executed, issued and delivered by the City and authenticated by the Fiscal Agent pursuant to the Fiscal 
Agent Agreement or any Supplemental Agreement. 

“Owner” means any person who shall be the registered owner of any Outstanding Bond. 

“Permitted Investments” means: 

(i) Federal Securities; 

(ii) 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): 

(a) U.S. Export-Import Bank 

Direct obligations or fully guaranteed certificates of beneficial ownership 

(b) Farmers Home Administration 

Certificates of beneficial ownership 

(c) Federal Financing Bank 
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(d) Federal Housing Administration Debentures 

(e) General Services Administration 

Participation certificates 

(f) Government National Mortgage Association (GNMA) 

GNMA - guaranteed mortgage-backed bonds 

GNMA - guaranteed pass-through obligations 

(g) U.S. Maritime Administration 

Guaranteed Title XI financing 

(h) U.S. Department of Housing and Urban Development 

Project Notes 

Local Authority Bonds 

New Communities Debentures - United States government guaranteed debentures 

U.S. Public Housing Notes and Bonds - United States government guaranteed public 
housing notes and bonds; 

(iii) Bonds, debentures, notes or other evidence of indebtedness issued or guaranteed 
by any of the following non-full faith and credit United States government agencies (stripped securities are only 
permitted if they have been stripped by the agency itself): 

(a) Federal Home Loan Bank System 

Senior debt obligations 

(b) Federal Home Loan Mortgage Corporation 

Participation Certificates 

Senior debt obligations 

(c) Federal National Mortgage Association 

Mortgage-backed securities and senior debt obligations 

(d) Student Loan Marketing Association 

Senior debt obligations 

(e) Resolution Funding Corporation  

 (REFCORP) obligations 

 

(f) Farm Credit System 

Consolidated systemwide bonds and notes; 

(iv) 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,” 
“AAA-m” or “AA-m” and, if rated by Moody’s, rated “Aaa,” “Aa1” or “Aa2” by Moody’s, including funds for 
which the Fiscal Agent, its parent holding company, if any, or any affiliates or subsidiaries of the Fiscal Agent or 
such holding company provide investment management or other management services; 

(v) Certificates of deposit secured at all times by collateral described in clauses (i) and/or (ii) above.  
Such certificates must be issued by commercial banks, including the Fiscal Agent and its affiliates, savings and loan 
associations or mutual savings banks.  The collateral must be held by a third party and the Fiscal Agent on behalf of 
the Owners of the Bonds must have a perfected first security interest in the collateral; 
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(vi) Certificates of deposit, savings accounts, deposit accounts or money market deposits which are 
fully insured by FDIC, including BIF and SAIF including those that may be issued or provided by the Fiscal Agent 
and its affiliates; 

(vii) Investment agreements with domestic or foreign banks, insurance companies or corporations the 
long-term debt or claims paying ability of which or, in the case of a guaranteed corporation, the long-term debt of 
the guarantor, or, in the case of a monoline financial guaranty insurance company, the claims paying ability or 
financial strength, of the guarantor is rated in at least the double A category by Standard & Poor’s and Moody’s; 
provided that, by the terms of the investment agreement: 

(a) interest payments are to be made to the Fiscal Agent at times and in amounts as necessary 
to pay Debt Service on the Bonds (if the funds invested pursuant to the investment agreement are from the 
Reserve Fund); 

(b) the investment agreement shall provide that the invested funds are available for 
withdrawal without penalty or premium at any time upon not more than seven (7) days’ prior notice (The 
City and the Fiscal Agent shall give or cause to be given notice in accordance with the terms of the 
investment agreement so as to receive funds thereunder with no penalty or premium payable.); 

(c) the investment agreement shall provide that it is the unconditional and general obligation 
of, and is not subordinated to any other obligation of, the provider thereof; 

(d) the City and the Fiscal Agent receive the opinion of domestic counsel (which opinion 
shall be addressed to the City and the Fiscal Agent) that such investment agreement is legal, valid, binding 
and enforceable upon the provider in accordance with its terms and of foreign counsel (if applicable) in 
form and substance acceptable, and addressed to, the City and the Fiscal Agent; 

(e) the investment agreement shall provide that if during its term 

(1) the provider’s (or its guarantor’s) rating by either Standard & Poor’s or Moody’s 
falls below “AA-” or “Aa3”, respectively, the provider shall, at its option, within ten (10) days of 
receipt of publication of such downgrade, either (i) collateralize the investment agreement by 
delivering or transferring in accordance with the applicable state and federal laws (other than by 
means of entries on the provider’s books) to the City, the Fiscal Agent or a third party acting 
solely as agent therefor (the “Holder of the Collateral”) collateral free and clear of any third-party 
liens or claims, the market value of which collateral is maintained at one hundred four percent 
(104%) of securities identified in clauses (i) and (ii) of this definition; or (ii) assign the investment 
agreement and all of its obligations thereunder to a financial institution mutually acceptable to the 
Provider, the City and the Fiscal Agent which is rated either in the first or second highest category 
by Standard & Poor’s and Moody’s; and 

(2) the provider’s (or its guarantor’s) rating by either Standard & Poor’s or Moody’s 
is withdrawn or suspended or falls below “A-” or “A3”, respectively, the provider must, at the 
direction of the City or the Fiscal Agent, within ten (10) days of receipt of such direction, repay 
the principal of and accrued but unpaid interest on the invested funds, in either case with no 
penalty or premium to the City or the Fiscal Agent; and 

(f) the investment agreement shall provide and an opinion of counsel shall be rendered, in 
the event collateral is required to be pledged by the provider under the terms of the investment agreement at 
the time such collateral is delivered, that the Holder of the Collateral has a perfected first priority security 
interest in the collateral, any substituted collateral and all proceeds thereof (in the case of bearer securities, 
this shall mean the Holder of the Collateral is in possession of such collateral); and 

(g) the investment agreement shall provide that if during its term 

(1) the provider shall default in its payment obligations, the provider’s obligations 
under the investment agreement shall, at the direction of the City or the Fiscal Agent, be 
accelerated and amounts invested and accrued but unpaid interest thereon shall be paid to the City 
or the Fiscal Agent, as appropriate; and 

(2) the provider shall become insolvent, not pay its debts as they become due, be 
declared or petition to be declared bankrupt, etc. (“event of insolvency”), the provider’s 
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obligations shall automatically be accelerated and amounts invested and accrued but unpaid 
interest thereon shall be paid to the City or the Fiscal Agent, as appropriate; 

(viii) Commercial paper rated, at the time of purchase, “Prime - 1” by Moody’s and “A-1” or better by 
Standard & Poor’s; 

(ix) Bonds or notes issued by any state or municipality which are rated by Moody’s or Standard & 
Poor’s in one of the two highest rating categories assigned by them; 

(x) Federal funds or bankers acceptances with a maximum term of one year of any bank, including the 
Fiscal Agent and its affiliates, which has an unsecured, uninsured and unguaranteed obligation rating of “Prime - 1” 
or “A3” or better by Moody’s and “A-1” or better by Standard & Poor’s; 

(xi) Repurchase agreements which satisfy the following criteria: 

(a) Repurchase agreements must be between the City or the Fiscal Agent and an entity which 
is: 

(1) A primary dealer on the Federal Reserve reporting dealer list which is rated “A” 
or better by Standard & Poor’s and Moody’s; or 

(2) A bank rated “A” or above by Standard & Poor’s and Moody’s; or 

(3) A corporation the long-term debt or claims paying ability of which, or in the 
case of a guaranteed corporation, the long-term debt of the guarantor, or, in the case of a monoline 
financial guaranty insurance company, the claims paying ability or financial strength of the 
guarantor, is rated in at least the double A category by Standard & Poor’s and Moody’s. 

(b) The written agreement must include the following: 

(1) securities which are acceptable for transfer are: 

 (A) direct obligations of the United States government, or 

 (B) obligations of federal agencies backed by the full faith and  credit of 
the United States of America (or the Federal National Mortgage  Association (FNMA) or 
the Federal Home Loan Mortgage Corporation  (FHLMC)); 

(2) the collateral must be delivered to the City or the Fiscal Agent (if the Fiscal 
Agent is not supplying the collateral) or a third party acting as agent for the Fiscal Agent (if the 
Fiscal Agent is supplying the collateral) before or simultaneous with payment (perfection by 
possession of certificated securities); 

(3) (A) the securities must be valued weekly, marked-to-market at current market 
price plus accrued interest; and 

(B) the value of the collateral must be at least equal to one hundred four percent 
(104%) of the amount of money transferred by the Fiscal Agent to the dealer, bank or 
corporation under the agreement plus accrued interest.  If the value of the securities held 
as collateral is reduced below one hundred four percent (104%) of the value of the 
amount of money transferred by the Fiscal Agent, then additional acceptable securities 
and/or cash must be provided as collateral to bring the value of the collateral to one 
hundred four percent (104%); provided, however, that if the securities used as  collateral 
are those of FNMA or FHLMC, then the value of the collateral must equal to one 
hundred five percent (105%) of the amount of money transferred by the Fiscal Agent; 

(xii) forward delivery agreements (FDA) or forward purchase and sale agreements (FPSA) having as 
the underlying investment property investments of the type which are identified in clauses (i), (ii), (iii) or (viii)  of 
this definition; and 

(xiii) the Local Agency Investment Fund in the State Treasury of the State of California as permitted by 
the State Treasurer pursuant to Section 16429.1 of the California Government Code. 

“Principal Account” means the account by that name established in the Bond Fund by the Fiscal Agent 
Agreement. 
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“Principal Office” means the principal corporate trust office of the Fiscal Agent at MAC E2818-176, 707 
Wilshire Blvd., 17th floor, Los Angeles CA 90017, or such other addresses may be specified in writing by the Fiscal 
Agent; provided, however, that for purposes of the transfer, registration, exchange, payment and surrender of Bonds 
“Principal Office” means the office or agency of the Fiscal Agent at which, at any time, its corporate trust agency 
business shall be conducted or such other office or address as may be specified in writing by the Fiscal Agent. 

“Proceeds,” when used with reference to the Bonds, means the aggregate principal amount of the Bonds, 
plus accrued interest and premium, if any, less original issue discount, if any. 

“Project” means the public facilities which are authorized to be financed with the proceeds of the Special 
Taxes and the sale of the Bonds of the District (excluding the EMWD Acquisition Facilities and the EMWD Fee 
Facilities), as described in Resolution No. 2005-104 adopted by the City Council on October 25, 2005. 

“Rebate Certificate” means the certificate delivered by the City upon the delivery of the Bonds relating to 
Section 148 of the Code, or any functionally similar replacement certificate. 

“Rebate Fund” means the fund by that name established by the Fiscal Agent Agreement. 

“Record Date” means the fifteenth (15th) day of the month next preceding the applicable Interest Payment 
Date whether or not such day is a Business Day. 

“Regulations” means the temporary and permanent regulations of the United States Department of the 
Treasury promulgated under the Code. 

“Representation Letter” means the representation letter which the City has delivered to The Depository 
Trust Company (“DTC”) with respect to the utilization of the book-entry system maintained by DTC for the 
issuance and registration of bonds. 

“Reserve Fund” means the fund by that name established by the Fiscal Agent Agreement. 

“Reserve Requirement” means, as of the date of calculation, the lesser of (i) ten percent (10%) of the 
Proceeds of the sale of the Bonds; (ii) Maximum Annual Debt Service on the Bonds; or (iii) 125 percent of average 
Annual Debt Service on the Bonds, as determined by the City. 

“Resolution” means Resolution No. 2007-51, adopted by the City Council on May 8, 2007. 

“Securities Depositories” means The Depository Trust Company, 55 Water Street, 50th Floor, New York, 
New York, 10041-0099, Call Notification Department, Fax (212) 855-7232, and, in accordance with then current 
guidelines of the Securities and Exchange Commission, such other securities depositories as the City may designate 
in an Officer’s Certificate delivered to the Fiscal Agent. 

“Special Taxes” or “Special Tax” means the special taxes levied by the City Council in any Fiscal Year on 
parcels of taxable property within the District pursuant to the Act and the Fiscal Agent Agreement. 

“Special Tax Fund” means the fund by that name established by the Fiscal Agent Agreement. 

“Special Tax Prepayments” means amounts received by the City as prepayments of all or a portion of the 
Special Tax obligation of a parcel of property in the District. 

“Special Tax Prepayments Account” means the account by that name established by the Fiscal Agent in the 
Bond Fund pursuant to the Fiscal Agent Agreement. 

“Special Tax Revenues” means the proceeds of the Special Taxes received by the City, including any 
scheduled payments, interest and penalties thereon and proceeds of the redemption or sale of property sold as a 
result of foreclosure of the lien of the Special Taxes in the amount of said lien and interest and penalties thereon. 

“Standard & Poor’s” shall mean Standard & Poor’s Ratings Services, a division of The McGraw-Hill 
Companies, Inc., a national rating service with offices in New York, New York. 

 “Supplemental Agreement” means an agreement entered into by and between the City and the Fiscal 
Agent amending and supplementing the Fiscal Agent Agreement as permitted by the Fiscal Agent Agreement. 

“Surplus Account” means the account by that name established in the Special Tax Fund by the Fiscal Agent 
Agreement. 
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“Tax Consultant” means an engineer or financial consultant or other such person or firm with expertise in 
the apportionment and levy of special taxes in community facilities districts which is employed by the City to assist 
the City in levying the Special Taxes. 

Special Obligation   

All obligations of the City and the District under the Fiscal Agent Agreement and the Bonds shall be special 
obligations of the City and the District, payable solely from the Special Tax Revenues and the funds pledged 
therefor pursuant to the provisions of the Fiscal Agent Agreement. Neither the faith and credit nor the taxing power 
of the City, the District (except to the limited extent set forth in the Fiscal Agent Agreement) or the State of 
California or any political subdivision thereof is pledged to the payment of the Bonds. 

Funds And Accounts 

Improvement Fund.   

Establishment of Improvement Fund.  The Fiscal Agent Agreement establishes a separate fund designated 
the Community Facilities District No. 5 of the City of Moreno Valley Special Tax Bonds “Improvement Fund” to be 
held by the Fiscal Agent,  and within such fund two accounts, the “Acquisition and Construction Account” and the 
“EMWD Account” to the credit of which a deposits shall be made as required by the Fiscal Agent Agreement.  In 
the event that the City or District receive a reimbursement from EMWD for any portion of the cost of the 
construction of any EMWD Acquisition Facilities the amount of any such reimbursement shall be deposited in the 
EMWD Account if such account has not been closed and, if the EMWD Account has been closed, to the Acquisition 
and Construction Account if such account has not been closed and, if the Acquisition and Construction Account has 
been closed, to the Special Tax Fund. 

Moneys in the Acquisition and Construction Account shall be held by the Fiscal Agent for the benefit of 
the City, and shall be disbursed, except as otherwise provided in the Fiscal Agent Agreement, for the payment or 
reimbursement of the costs of the design, acquisition and construction of the Project. 

Moneys in the EMWD Account shall be held by the Fiscal Agent for the benefit of the EMWD, and shall 
be disbursed, except as otherwise provided in the Fiscal Agent Agreement, for the payment or reimbursement of the 
costs of EMWD Fee Facilities and/or EMWD Acquisition Facilities pursuant to the EMWD JCFA. 

 Procedure for Disbursement.  

Acquisition and Construction Account. Disbursements from the Acquisition and Construction Account 
shall be made by the Fiscal Agent in accordance with the Acquisition/Financing Agreement and upon receipt of an 
Officer’s Certificate which shall: 

(a) set forth the amount required to be disbursed, the purpose for which the disbursement is 
to be made and the person to which the disbursement is to be paid; and 

(b) certify that no portion of the amount then being requested to be disbursed was set forth in 
any Officer’s Certificate previously filed with the Fiscal Agent requesting disbursement, and that the 
amount being requested is an appropriate disbursement from the Acquisition and Construction Account. 

EMWD Account. Disbursements from the EMWD Account shall be made by the Fiscal Agent in 
accordance with the EMWD JCFA and upon receipt of an Officer’s Certificate which shall: 

(a) set forth the amount required to be disbursed, the purpose for which the disbursement is 
to be made and the person to which the disbursement is to be paid; and 

(b) certify that no portion of the amount then being requested to be disbursed was set forth in 
any Officer’s Certificate previously filed with the Fiscal Agent requesting disbursement, and that the 
amount being requested is an appropriate disbursement from the EMWD Account. 

 Investment.  Moneys in the Acquisition and Construction Account and the EMWD Account shall be 
invested and deposited in accordance with the Fiscal Agent Agreement.  Investment Earnings with respect to each 
such account shall be retained by the Fiscal Agent in such account to be used for the purposes of such account. 

Closing of Accounts.  

Acquisition and Construction Account. Upon the filing of an Officer’s Certificate stating that the 
construction and acquisition of the Project has been completed in accordance with the Acquisition/Financing 



 

 

 

 D-10 

Agreement and that all costs of the Project have been paid or are not required to be paid from the Acquisition and 
Construction Account, and further stating that moneys on deposit in the Acquisition and Construction Account are 
not needed to complete the Project or reimburse the cost thereof, the Fiscal Agent shall transfer the amount, if any, 
remaining in the Acquisition and Construction Account to the EMWD Account if such account has not been closed 
or, if the EMWD Account has been closed, to the Special Tax Fund and the Acquisition and Construction Account 
shall be closed.  Notwithstanding the preceding provisions, the Acquisition and Construction Account shall be 
closed if all amounts of deposit therein are disbursed pursuant to the Fiscal Agent Agreement. 

EMWD Account. Upon the filing of an Officer’s Certificate stating that the construction and acquisition of 
the EMWD Acquisition Facilities and the EMWD Fee Facilities has been completed in accordance with the EMWD 
JCFA and that all costs of the EMWD Acquisition Facilities and the EMWD Fee Facilities have been paid or are not 
required to be paid from the EMWD Account, and further stating that moneys on deposit in the EMWD Account are 
not needed to complete acquisition or construction of the EMWD Acquisition Facilities or the EMWD Fee Facilities 
or reimburse the cost thereof, the Fiscal Agent shall transfer the amount, if any, remaining in the EMWD Account to 
the Acquisition and Construction Account if such account has not been closed or, if the Acquisition and 
Construction Account has been closed, to the Special Tax Fund and the EMWD Account shall be closed.  
Notwithstanding the preceding provisions, the EMWD Account shall be closed if all amounts of deposit therein are 
disbursed pursuant to the Fiscal Agent Agreement. 

Officer’s Certificate.  Upon receipt of an Officer’s Certificate delivered pursuant to the Fiscal Agent 
Agreement, the Fiscal Agent is authorized to act thereon without further inquiry and shall not be responsible for the 
accuracy of the statements made in such Officer’s Certificate or the application of the funds disbursed pursuant 
thereto, and shall be absolutely protected and incur no liability in relying on such Officer’s Certificate. 

Special Tax Fund. 

Establishment of Special Tax Fund.  The Fiscal Agent Agreement establishes a separate fund designated 
the Community Facilities District No. 5 of the City of Moreno Valley Special Tax Bonds “Special Tax Fund” to be 
held by the Fiscal Agent, to the credit of which the City shall deposit, as provided in the Fiscal Agent Agreement, 
not later than ten (10) Business Days after receipt, all Special Tax Revenues received by the City.  Within such fund 
there is to be established as a separate account, to be held by the Fiscal Agent, the “Surplus Account” to the credit of 
which amounts shall be deposited as provided in the Fiscal Agent Agreement.  Moneys in the Special Tax Fund, and 
all accounts therein, shall be held in trust by the Fiscal Agent for the benefit of the City and the Owners of the 
Bonds, shall be disbursed as provided below and, pending disbursement, shall be subject to a lien in favor of the 
Owners of the Bonds. 

Notwithstanding the foregoing, any amounts received by the City which constitute Special Tax 
Prepayments shall be transferred by the City not later than ten (10) Business Days after receipt to the Fiscal Agent 
for deposit by the Fiscal Agent in the Special Tax Prepayments Account established pursuant to the Fiscal Agent 
Agreement.   

Disbursements.  As soon as practicable after the receipt from the City of any Special Tax Revenues, but no 
later than ten (10) Business Days after such receipt, the Fiscal Agent shall withdraw from the Special Tax Fund and 
deposit in the Administrative Expense Fund, an amount which is estimated by the City, in a written communication 
from an Authorized Officer delivered to the Fiscal Agent (upon which the Fiscal Agent may conclusively rely) to be 
sufficient, together with the amount then on deposit in the Administrative Expense Fund, to pay the Administrative 
Expenses during the current Fiscal Year; provided, however, that the amount deposited in the Administrative 
Expense Fund prior to the deposits to the Interest Account and the Principal Account of the Bond Fund, as provided 
below in the Fiscal Agent Agreement, shall not exceed the Annual Administrative Expense Requirement for any 
Fiscal Year.  From the amount then remaining on deposit in the Special Tax Fund, the Fiscal Agent shall, 
concurrently with the foregoing deposit, deposit in the Reserve Fund the amount, if any, which the City shall direct 
in an Officer’s Certificate delivered to the Fiscal Agent (upon which the Fiscal Agent may conclusively rely), to be 
withdrawn from the Special Tax Fund to make the amount on deposit therein equal to the Reserve Requirement.  
Thereafter, the Fiscal Agent shall deposit in the Interest Account and the Principal Account of the Bond Fund, as 
provided in the Fiscal Agent Agreement, the entire remaining balance of the amount then on deposit in the Special 
Tax Fund. Notwithstanding the preceding provisions of this paragraph, if the amount of the Special Tax Revenues 
collected by the City for any Fiscal Year is less than the total amount of the Special Taxes which were levied on 
parcels of taxable property in the District, the City shall not direct the Fiscal Agent to transfer any amount from the 
Special Tax Fund for deposit in the Reserve Fund but shall instead direct the Fiscal Agent to deposit such portion of 
the amount remaining in the Special Tax Fund, after the appropriate transfer to the Administrative Expense Fund, to 
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make the deposits to the Interest Account and the Principal Account as provided in the Fiscal Agent Agreement.  If 
after such deposits are made to the Administrative Expense Fund, the Interest Account and the Principal Account 
there are funds remaining on deposit in the Special Tax Fund, the City shall instruct the Fiscal Agent by an Officer’s 
Certificate (upon which the Fiscal Agent may conclusively rely) to transfer such amount from the Special Tax Fund 
to and deposit it in the Reserve Fund to the extent that the amount on deposit therein is less than the Reserve 
Requirement.  Such Officer’s Certificate shall specify the amount which is to be transferred from the Special Tax 
Fund and deposited in the Reserve Fund. 

Notwithstanding the preceding provisions, if prior to the September 1 Interest Payment Date in any Bond 
Year the City determines that Special Tax Revenues will be sufficient to enable the Fiscal Agent to deposit in the 
Reserve Fund the amount, if any, which is necessary to make the amount on deposit therein equal to the Reserve 
Requirement and deposit in the Bond Fund the full amount required for deposit to the Interest Account and the 
Principal Account to pay the interest on and principal of the Bonds on such Interest Payment Date, the City may 
instruct the Fiscal Agent in an Officer’s Certificate, upon which the Fiscal Agent may conclusively rely, to deposit 
an additional amount in the Administrative Expense Fund before making the required deposit to the Bond Fund, and 
the Fiscal Agent shall deposit such additional amount in the Administrative Expense Fund before depositing any 
amount to the Reserve Fund or the Bond Fund. 

Prior to the Completion Date, at the end of each Bond Year any remaining funds in the Special Tax Fund, 
which are not required to cure a delinquency in the payment of principal and interest on the Bonds, to restore the 
Reserve Fund or to pay current and pending Administrative Expenses as set forth in the above (“Excess Amounts”), 
shall be deposited in the Acquisition and Construction Account of the Improvement Fund and used in accordance 
with the Fiscal Agent Agreement and shall be free and clear of any lien thereon or pledge thereunder; provided, any 
funds which are required to cure any delinquency described above shall be retained in the Special Tax Fund and 
expended or transferred, at the earliest possible date, for such purpose.  After the Completion Date, all Excess 
Amounts shall be deposited to the Bond Fund. 

At the date of the redemption, defeasance or maturity of the last Bonds and after all principal and interest 
then due on any Bonds has been paid or provided for, all other covenants are complied with and all fees and 
expenses of the Fiscal Agent have been paid, moneys in the Special Tax Fund, if any, will be transferred to the 
Improvement Fund by the Fiscal Agent and may be used to fund any remaining Projects authorized by the District. 

On or before the March 1 Interest Payment Date in each Bond Year, if the amount of other moneys which 
is on deposit in the Special Tax Fund is less than the amount of the interest on the Bonds which is due on such 
Interest Payment Date, the Fiscal Agent shall transfer moneys from the Surplus Account, to the extent of moneys on 
deposit therein and available for transfer, to and deposit such moneys in the Interest Account of the Bond Fund in an 
amount not to exceed the deficiency in the amount of other moneys which are on deposit in the Special Tax Fund, 
and available for transfer to and deposit in the Interest Account to pay the full amount of the interest on the Bonds 
which is due and payable on such Interest Payment Date.  On or before the September 1 Interest Payment Date in 
each Bond Year, if the amount of other moneys which is on deposit in the Special Tax Fund is less than the amount 
of the interest on and principal of the Bonds which is due on such Interest Payment Date, the Fiscal Agent shall 
transfer moneys from the Surplus Account, to the extent of moneys on deposit therein and available for transfer, to 
and deposit such moneys in the Interest Account and the Principal Account in amounts not to exceed the amount of 
the deficiency in the amount of other moneys which are on deposit in the Special Tax Fund, and available for 
transfer, to pay the full amount of the interest on and principal of the Bonds which is due and payable on such 
Interest Payment Date. On or before May 30 of each year, commencing on May 30, 2007 the Fiscal Agent shall 
notify the City of the amount which is then on deposit in the Surplus Account and of the aggregate amount of the 
principal of and interest on the Bonds which will become due and payable on the following September 1. 

On September 2 of each year, beginning on September 2, 2007, the amount, if any, on deposit in the 
Special Tax Fund (including the amount on deposit in the Surplus Account), together with the amount then on 
deposit in the Bond Fund (including the Principal Account therein but not including, however, the Interest Account 
or the Special Tax Prepayments Account), as determined by the City, shall not exceed the greater of (i) one year’s 
earnings on such amounts, or (ii) one-twelfth (1/12th) of Annual Debt Service for the then current Bond Year.  If on 
September 2 of any year the amount on deposit in the Special Tax Fund (including the Surplus Account), together 
with the amount then on deposit in the Bond Fund (other than such excluded amounts), exceeds the maximum 
amount allowable pursuant to the preceding sentence, as determined by the City and communicated in writing by an 
Authorized Officer to the Fiscal Agent (upon which the Fiscal Agent may conclusively rely), shall be transferred 
from the Special Tax Fund to and deposited in the Reserve Fund to the extent that the amount on deposit therein is 
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less than the Reserve Requirement. Any such excess remaining in the Special Tax Fund after any such amount is 
transferred from the Special Tax Fund to the Reserve Fund shall be transferred from the Special Tax Fund to and 
deposited in the Administrative Expense Fund.  On September 2 of each year, after any such excess amount has 
been transferred as  provided above, the amount on deposit in the Special Tax Fund (including the Surplus Account), 
together with the amount then on deposit in the Bond Fund (other than such excluded amounts), shall not exceed in 
the aggregate the greater of (i) one year’s earnings thereon, or (ii) one-twelfth (1/12th) of Annual Debt Service for 
the then current Bond Year.  The Fiscal Agent shall have no obligation to monitor the City’s obligations as set forth 
in this paragraph. 

Investment.  Moneys in the Special Tax Fund shall be invested and deposited in accordance with the Fiscal 
Agent Agreement.  Investment Earnings shall be retained in the Special Tax Fund to be used for the purposes of 
such fund. 

Administrative Expense Fund.   

Establishment of Administrative Expense Fund.  The Fiscal Agent Agreement establishes a separate fund 
designated the Community Facilities District No. 5 of the City of Moreno Valley Special Tax Bonds 
“Administrative Expense Fund” to be held by the Fiscal Agent, to the credit of which deposits shall be made as 
required by the Fiscal Agent Agreement.  Moneys in the Administrative Expense Fund shall be held in trust by the 
Fiscal Agent for the benefit of the City, and shall be disbursed as provided below. 

Disbursement.  Amounts in the Administrative Expense Fund shall be withdrawn by the Fiscal Agent and 
paid to the City or its order upon receipt by the Fiscal Agent of an Officer’s Certificate stating the amount to be 
withdrawn, that such amount is to be used to pay an Administrative Expense and the nature of such Administrative 
Expense. 

Investment.  Subject to the provisions of the Fiscal Agent Agreement, moneys in the Administrative 
Expense Fund shall be invested and deposited in accordance with the Fiscal Agent Agreement.  Investment Earnings 
shall be retained by the Fiscal Agent in the Administrative Expense Fund to be used for the purposes of such fund. 

Costs of Issuance Fund. 

Establishment of Costs of Issuance Fund.  The Fiscal Agent Agreement establishes a separate fund 
designated the Community Facilities District No. 5 of the City of Moreno Valley Special Tax Bonds “Costs of 
Issuance Fund” to be held by the Fiscal Agent, to the credit of which a deposit shall be made as required by the 
Fiscal Agent Agreement.  Moneys in the Costs of Issuance Fund shall be held in trust by the Fiscal Agent and shall 
be disbursed as provided in the Fiscal Agent Agreement for the payment or reimbursement of Costs of Issuance. 

Disbursement.  Amounts in the Costs of Issuance Fund shall be disbursed to pay Costs of Issuance, as set 
forth in a requisition containing respective amounts to be paid to the designated payees, signed by an Authorized 
Officer and delivered to the Fiscal Agent concurrently with the delivery of the Bonds.  The Fiscal Agent shall pay all 
Costs of Issuance upon receipt of an invoice from any such payee which requests payment in an amount which is 
less than or equal to the amount set forth with respect to such payee in such requisition, or upon receipt of an 
Officer’s Certificate requesting payment of a Cost of Issuance not listed on the initial requisition delivered to the 
Fiscal Agent on the Closing Date.  The Fiscal Agent shall maintain the Costs of Issuance Fund for a period of ninety 
(90) days from the Closing Date and shall then transfer and deposit any moneys remaining therein, including any 
Investment Earnings thereon, to the Improvement Fund. 

Investment. Moneys in the Costs of Issuance Fund shall be invested and deposited in accordance with the 
Fiscal Agent Agreement.  Investment Earnings shall be retained by the Fiscal Agent in the Costs of Issuance Fund to 
be used for the purposes of such fund. 

SPECIAL TAX REVENUES; BOND FUND; RESERVE FUND 

Pledge of Special Tax Revenues.   

The Bonds shall be secured by a pledge of and lien upon (which shall be effected in the manner and to the extent 
provided in the Fiscal Agent Agreement) all of the Special Tax Revenues (except an amount equal to the Annual 
Administrative Expense Requirement which will be deposited in the Administrative Expense Fund for each Fiscal 
Year pursuant to the Fiscal Agent Agreement) and all moneys deposited in the Bond Fund and all moneys deposited 
in the Reserve Fund.  The Bonds shall be equally secured by a pledge of and lien upon the Special Tax Revenues 
and such moneys without priority for number, date of Bond, date of execution or date of delivery; and the payment 
of the interest on and principal of the Bonds and any premium upon the redemption of any thereof shall be and is 
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secured by a pledge of and lien upon the Special Tax Revenues and such moneys. The Special Tax Revenues 
(except an amount equal to the Annual Administrative Expense Requirement) and all moneys deposited into the 
Bond Fund and the Reserve Fund (including all accounts within such funds) are hereby dedicated in their entirety to 
the payment of the principal of the Bonds, and interest and any premium on, the Bonds, as provided in the Fiscal 
Agent Agreement and in the Act, until all of the Bonds have been paid and retired or until moneys or Defeasance 
Securities have been set aside irrevocably for that purpose in accordance with the Fiscal Agent Agreement. 

Bond Fund.   

Deposits.  The Fiscal Agent Agreement establishes a separate fund designated as the Community Facilities 
District No. 5 of the City of Moreno Valley Special Tax Bonds “Bond Fund” to be held by the Fiscal Agent, to the 
credit of which deposits shall be made as required by the Fiscal Agent Agreement or the Act.  Within the Bond 
Fund, there are to be established as  separate accounts to be held by the Fiscal Agent, the “Interest Account” and the 
“Principal Account.”  Also to be established in the Bond Fund, as a separate account to be held by the Fiscal Agent, 
is the “Special Tax Prepayments Account” to the credit of which deposits shall be made as required by the Fiscal 
Agent Agreement.  Moneys in the Bond Fund shall be held, in trust, by the Fiscal Agent for the benefit of the 
Owners of the Bonds, shall be disbursed for the payment of the principal of, and interest and any premium on, the 
Bonds as provided below, and, pending such disbursement, shall be subject to a lien in favor of the Owners of the 
Bonds. 

Disbursements.  On or before each Interest Payment Date, the Fiscal Agent shall transfer from the Special 
Tax Fund (including the Surplus Account) and deposit into the following respective accounts in the Bond Fund, the 
following amounts in the following order of priority, the requirements of each such account (including the making 
up of any deficiencies in any such account resulting from lack of Special Tax Revenues sufficient to make any 
earlier required deposit) at the time of deposit to be satisfied before any transfer is made to any account subsequent 
in priority: 

Interest Account.  On or before each Interest Payment Date, except the Interest Payment Dates 
which occur on September 1, 2007 and March 1, 2008, the Fiscal Agent shall deposit in the Interest 
Account an amount required to cause the aggregate amount on deposit in the Interest Account to equal the 
amount of interest becoming due and payable on the Bonds on such date.  No deposit need be made into the 
Interest Account on any Interest Payment Date if the amount on deposit therein is at least equal to the 
interest becoming due and payable on the Bonds on such date.  All moneys in the Interest Account shall be 
used and withdrawn by the Fiscal Agent solely for the purpose of paying the interest on the Bonds as it 
shall become due and payable (including accrued interest on any Bonds redeemed prior to maturity).  All 
amounts on deposit in the Interest Account on the first day of any Bond Year, with the exception of the 
Bond Year ending September 1, 2007, to the extent not required to pay any interest then having become 
due and payable on the Outstanding Bonds shall be withdrawn therefrom by the Fiscal Agent and 
transferred to the Surplus Account. 

Principal Account.  On or before each Interest Payment Date which occurs on September 1, the 
Fiscal Agent shall deposit in the Principal Account an amount required to cause the aggregate amount on 
deposit in the Principal Account to equal the principal amount of the Bonds becoming due and payable on 
such date pursuant to the Fiscal Agent Agreement, or the redemption price of the Bonds (consisting of the 
principal amount thereof and any applicable redemption premium) required to be redeemed on such date 
pursuant to any of the provisions of the Fiscal Agent Agreement.  Except as provided in the Fiscal Agent 
Agreement, all moneys in the Principal Account shall be used and withdrawn by the Fiscal Agent solely for 
the purpose of (i) paying the principal of the Bonds at the maturity thereof, or (ii) paying the principal of 
and premium (if any) on any Bonds upon the redemption thereof pursuant to the Fiscal Agent Agreement.  
All amounts on deposit in the Principal Account on the first day of any Bond Year, to the extent not 
required to pay the principal of any Outstanding Bonds then having become due and payable, shall be 
withdrawn therefrom by the Fiscal Agent and transferred to the Surplus Account. 

On the first Business Day following each Interest Payment Date, the Fiscal Agent shall transfer any moneys 
remaining on deposit in the Bond Fund (including the Interest Account and the Principal Account) other than 
moneys on deposit in the Special Tax Prepayments Account and moneys representing capitalized interest on the 
Bonds in the Interest Account, as directed in writing by an Authorized Officer (upon which direction the Fiscal 
Agent may conclusively rely), to the Surplus Account. 
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In the event that moneys on deposit in the Special Tax Fund, including moneys on deposit in the Surplus 
Account, will be insufficient on any Interest Payment Date for the Fiscal Agent to deposit the required amounts in 
the Interest Account and the Principal Account, as provided above, the Fiscal Agent shall deposit the available funds 
first to the Interest Account up to the full amount required to cause the aggregate amount on deposit therein to equal 
the amount of interest becoming due and payable on the Bonds on the Interest Payment Date, and shall then deposit 
the remaining available funds in the Special Tax Fund to the Principal Account up to the full amount required to 
cause the aggregate amount on deposit therein to equal the amount, if any, of principal becoming due and payable on 
the Bonds on the Interest Payment Date.  If, after making such deposits to the Interest Account and the Principal 
Account, and after transferring moneys from the Reserve Fund to such accounts, as provided in the Fiscal Agent 
Agreement, the amount on deposit in the Principal Account is insufficient to pay the full amount of the principal of 
each of the Bonds which is to be redeemed on the Interest Payment Date, the Fiscal Agent shall make a prorated 
payment of the principal of each of such Bonds as specified in an Officer’s Certificate provided to the Fiscal Agent. 

On September 2 of each year, beginning on September 2, 2008, the amount, if any, on deposit in the Bond 
Fund (including the amount on deposit in the Principal Account but not including, however, the amounts on deposit 
in the Interest Account and the Special Tax Prepayments Account) as determined by the City, together with the 
amount then on deposit in the Special Tax Fund (including the Surplus Account), shall not exceed the greater of (i) 
one year’s earnings on such amounts, or (ii) one-twelfth (1/12th) of Annual Debt Service for the then current Bond 
Year.  If on September 2 of any year the amount on deposit in the Bond Fund (other than such excluded amounts), 
together with the amounts then on deposit in the Special Tax Fund, exceeds the maximum amount allowable 
pursuant to the preceding sentence, the excess shall be transferred by the Fiscal Agent, as directed in writing by the 
City (upon which the Fiscal Agent may conclusively rely), to the Reserve Fund to the extent that the amount on 
deposit therein is less than the Reserve Requirement, and any such excess remaining thereafter shall be transferred 
by the Fiscal Agent to the Administrative Expense Fund.  On September 2 of each year, after any such excess 
amount has been transferred as provided above, the amount on deposit in the Bond Fund (other than such excluded 
amounts), together with the amount then on deposit in the Special Tax Fund, shall not exceed the greater of (i) one 
year’s earnings thereon, or (ii) one-twelfth (1/12th) of Annual Debt Service for the then current Bond Year.  The 
Fiscal Agent shall have no obligation to monitor the City’s obligations as set forth in this paragraph. 

Special Tax Prepayments Account Deposits and Disbursements.  Within ten (10) Business Days after 
receiving a Special Tax Prepayment the City shall deliver the amount thereof to the Fiscal Agent, together with an 
Officer’s Certificate notifying the Fiscal Agent that the amount being delivered is a Special Tax Prepayment which 
is to be deposited in the Special Tax Prepayments Account.  Upon receiving a Special Tax Prepayment from the 
City and such an Officer’s Certificate, the Fiscal Agent shall deposit the amount of the Special Tax Prepayment in 
the Special Tax Prepayments Account. Such an Officer’s Certificate may be combined with the Officer’s Certificate 
which the City is required to deliver to the Fiscal Agent pursuant to the Fiscal Agent Agreement.  Moneys on 
deposit in the Special Tax Prepayments Account shall be transferred by the Fiscal Agent to the Principal Account on 
the next date for which notice of the redemption of the Bonds can timely be given under the Fiscal Agent Agreement 
and shall be used to redeem the Bonds on the redemption date selected in accordance with the Fiscal Agent 
Agreement.  Pending such transfer, the moneys on deposit in the Special Tax Prepayments Account shall be invested 
in Defeasance Securities at such yield as Bond Counsel shall determine is necessary to preserve the exclusion of 
interest on the Bonds from gross income for purposes of federal income taxation.  Investment earnings on the 
moneys on deposit in the Special Tax Prepayments Account shall be retained in such account. 

Investment.  Except as provided above, moneys in the Bond Fund, including all accounts therein, shall be 
invested and deposited in accordance with the Fiscal Agent Agreement.  Investment Earnings shall be retained in the 
Bond Fund, except to the extent they are required to be deposited by the Fiscal Agent in the Rebate Fund in 
accordance with the Fiscal Agent Agreement. 

Amounts in the Bond Fund, including all accounts therein, shall also be withdrawn and deposited in the 
Rebate Fund as provided in the Fiscal Agent Agreement. 
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Reserve Fund.   

Establishment of Fund.  The Fiscal Agent Agreement establishes a separate fund designated as the 
Community Facilities District No. 5 of the City of Moreno Valley Special Tax Bonds “Reserve Fund” to be held by 
the Fiscal Agent, to the credit of which a deposit shall be made as required by the Fiscal Agent Agreement, which 
deposit is equal to the Reserve Requirement, and to which deposits shall be made as provided in the Fiscal Agent 
Agreement.  Moneys in the Reserve Fund shall be held, in trust, by the Fiscal Agent for the benefit of the Owners of 
the Bonds as a reserve for the payment of the principal of and interest and any premium on the Bonds and shall be 
subject to a lien in favor of the Owners of the Bonds. 

Use of Fund.  Except as otherwise provided in the Fiscal Agent Agreement, (i) all amounts on deposit in 
the Reserve Fund shall be used and withdrawn by the Fiscal Agent solely for the purpose of making transfers to the 
Interest Account and the Principal Account of the Bond Fund in the event of any deficiency at any time in either of 
such accounts of the amount then required for payment of the principal of and interest and any premium on the 
Bonds or, in accordance with the provisions of the Fiscal Agent Agreement, for the purpose of redeeming Bonds. 

Transfer Due to Deficiency in Interest and Principal Accounts.  Whenever transfer is made from the 
Reserve Fund to the Interest Account or the Principal Account due to a deficiency in either such account, the Fiscal 
Agent shall provide written notice thereof to the City. 

Transfer of Excess of Reserve Requirement.  Whenever, on any September 2,  the amount in the Reserve 
Fund, less Investment Earnings resulting from the investment of the funds therein which pursuant to the Fiscal 
Agent Agreement must be rebated to the United States, exceeds the Reserve Requirement, the Fiscal Agent shall 
provide written notice to the City of the amount of the excess.  Upon receiving written direction from an Authorized 
Officer (upon which the Fiscal Agent may conclusively rely), the Fiscal Agent shall, subject to the requirements of  
the Fiscal Agent Agreement, transfer an amount from the Reserve Fund which will reduce the amount on deposit 
therein to an amount equal to the Reserve Requirement to the Interest Account and the Principal Account, in the 
priority specified in the Fiscal Agent Agreement, to be used for the payment of the interest on and principal of the 
Bonds on the next succeeding Interest Payment Date in accordance with the Fiscal Agent Agreement.  

Transfer When Balance Exceeds Outstanding Bonds.  Whenever the balance in the Reserve Fund is equal 
to or exceeds the amount required to redeem or pay the Outstanding Bonds, including interest accrued to the date of 
payment or redemption and premium, if any, due upon redemption, the Fiscal Agent shall, upon receiving written 
direction from an Authorized Officer (upon which the Fiscal Agent may conclusively rely), transfer the amount in 
the Reserve Fund to the Interest Account and the Principal Account, in the priority specified in the Fiscal Agent 
Agreement, to be applied, on the next succeeding Interest Payment Date, to the payment and redemption, in 
accordance with the Fiscal Agent Agreement of all of the Outstanding Bonds.  In the event that the amount available 
to be so transferred from the Reserve Fund to the Interest Account and the Principal Account exceeds the amount 
required to pay and redeem the Outstanding Bonds, the excess shall be transferred to the City to be used for any 
lawful purpose of the City. 

Transfers on Payment of Special Tax Obligations.  Whenever the City receives a Special Tax Prepayment 
for a lot or parcel of property within the District, the City shall by an Officer’s Certificate notify the Fiscal Agent 
thereof and of the amount by which the Reserve Fund is to be reduced and which is transferable from the Reserve 
Fund to the Principal Account of the Bond Fund, which amount shall be specified in the Officer’s Certificate. Each 
such Officer’s Certificate shall be accompanied by a report of an Independent Financial Consultant verifying the 
accuracy of the calculation of the amount to be transferred from the Reserve Fund to the Principal Account 
(“Verification”).  Upon receipt of each such Officer’s Certificate and Verification, upon which the Fiscal Agent may 
conclusively rely, the Fiscal Agent shall at such time as the amount of such Special Tax Prepayment will be used to 
redeem Bonds, as provided in the Fiscal Agent Agreement, transfer the amount specified in such Officer’s 
Certificate to the Principal Account and use such amount, together with the amount of such Special Tax Prepayment, 
to redeem Bonds, as provided in the Fiscal Agent Agreement.  Notwithstanding the preceding provisions of the 
Fiscal Agent Agreement, no amount shall be transferred from the Reserve Fund to the Principal Account if the 
amount on deposit in the Reserve Fund is, or as a result of such transfer would be, less than the Reserve 
Requirement. 

Investment.  Moneys on deposit in the Reserve Fund shall be invested in Permitted Investments which do 
not have maturities extending beyond five (5) years; provided, however, if the Reserve Fund is invested in an 
investment agreement (as defined in clause (vii) of the definition of Permitted Investments) or a repurchase 
agreement (as defined in clause (xi) of such definition) such agreement may have a maturity longer than five (5) 
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years if the Fiscal Agent is authorized by the provisions of such agreement to draw the full amount thereof, without 
penalty, if required for the purposes of the Reserve Fund.  The City shall cause the Permitted Investments, other than 
such investment agreements, in which moneys on deposit in the Reserve Fund are invested to be valued at fair 
market value and marked-to-market at least once in each Fiscal Year. 

Other Covenants Of The City 

Punctual Payment.   

The City will punctually pay or cause to be paid the principal of and interest and any premium on the Bonds when 
and as due in strict conformity with the terms of the Fiscal Agent Agreement and any Supplemental Agreement to 
the extent that the Special Tax Revenues are available therefor, and it will faithfully observe and perform all of the 
conditions, covenants and requirements of the Fiscal Agent Agreement and all Supplemental Agreements and of the 
Bonds. 

Special Obligation.   

The Bonds are special obligations of the City and the District and are payable solely from and secured solely by the 
Special Tax Revenues and the amounts in the Bond Fund, the Reserve Fund and the Special Tax Fund. 

Extension of Time for Payment.   

In order to prevent any accumulation of claims for interest after maturity, the City shall not, directly or indirectly, 
extend or consent to the extension of the time for the payment of any claim for interest on any of the Bonds and shall 
not, directly or indirectly, be a party to the approval of any such arrangement by purchasing or funding said claims 
for interest or in any other manner.  In case any such claim for interest shall be extended or funded, whether or not 
with the consent of the City, such claim for interest so extended or funded shall not be entitled, in case of default 
under the Fiscal Agent Agreement, to the benefits of the Fiscal Agent Agreement, except subject to the prior 
payment in full of the principal of all of the Bonds then Outstanding and of all claims for interest which shall not 
have been so extended or funded. 

Against Encumbrances.   

The City shall not encumber, pledge or place any charge or lien upon any of the Special Tax Revenues or other 
amounts pledged to the Bonds superior to or on a parity with the pledge and lien in the Fiscal Agent Agreement 
created for the benefit of the Bonds, except as permitted by the Fiscal Agent Agreement. Nothing in the Fiscal Agent 
Agreement shall prevent the City from issuing and selling, pursuant to law, refunding bonds or other refunding 
obligations payable from and having a first lien upon the Special Taxes Revenues on a parity with the Outstanding 
Bonds so long as the issuance of such refunding bonds or other refunding obligations results in a reduction in each 
Bond Year on the Annual Debt Service on the Bonds when combined with the annual debt service on such refunding 
bonds or other refunding obligations following the issuance thereof. 

Books and Accounts.   

The City shall keep, or cause to be kept, proper books of record and accounts, separate from all other records and 
accounts of the City in which complete and correct entries shall be made of all transactions relating to the 
expenditure of amounts disbursed from the Administrative Expense Fund.  Such books of record and accounts shall 
at all times during business hours, upon reasonable notice, be subject to the inspection of the Owners of not less than 
ten percent (10%) of the aggregate principal amount of the Bonds then Outstanding, or their representatives duly 
authorized in writing. 

Protection of Security and Rights of Owners.   

The City will preserve and protect the security of the Bonds and the rights of the Owners, and will warrant and 
defend their rights against all claims and demands of all persons.  From and after the delivery of any of the Bonds by 
the City, the Bonds shall be incontestable by the City. 

Collection of Special Tax Revenues.   

The City shall comply with all requirements of the Act, including the enactment of necessary Ordinances, so as to 
assure the timely collection of Special Tax Revenues, including without limitation, the enforcement of the payment 
or collection of delinquent Special Taxes. 

On or within five (5) Business Days of May 1 of each year, the Fiscal Agent shall provide the City with a 
notice stating the amount then on deposit in the Special Tax Fund, the Bond Fund and the Reserve Fund (including 
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all accounts and sub-accounts therein), and informing the City that the Special Taxes are to be levied by Ordinance 
as necessary to provide for Annual Debt Service and Administrative Expenses and replenishment (if necessary) of 
the Reserve Fund so that the balance therein equals the Reserve Requirement.  The receipt of such notice by the City 
or the failure of the Fiscal Agent to give such notice shall in no way affect the obligations of the City under the 
following two paragraphs.  The Fiscal Agent shall have no liability if it does not provide such notice to the City.  
Upon receipt of such notice, the City shall communicate with the Auditor 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 Fiscal 
Year. 

The City shall effect the levy of the Special Taxes each Fiscal Year in accordance with the Act by 
August 10 of each year (or such later date as may be authorized by the Act or any amendment thereof) that the 
Bonds are Outstanding, such that the computation of the levy is complete before the final date on which the Auditor 
will accept the transmission of the Special Tax amounts for the parcels within the District for inclusion on the tax 
roll for the Fiscal Year then beginning.  Upon the completion of the computation of the amounts of the levy of the 
Special Taxes, the City shall prepare or cause to be prepared, and shall transmit to the Auditor, such data as the 
Auditor requires to include the levy of the Special Taxes on the tax roll.  Notwithstanding the preceding provisions 
of this paragraph, the City Council may elect, as permitted by the Act, to collect the Special Taxes to be levied for 
any Fiscal Year directly from the owners of the parcels of taxable property upon which the Special Taxes are levied 
rather than by transmitting the Special Taxes to the Auditor for collection on the tax roll; provided that, in such 
event, the City shall otherwise comply with the provisions of the Fiscal Agent Agreement. 

The City shall fix and levy the amount of Special Taxes within the District required for the payment of the 
principal of and interest on any Outstanding Bonds becoming due and payable during the ensuing calendar year, 
including any necessary replenishment or expenditure of the Reserve Fund, and the amount estimated to be 
sufficient to pay the Administrative Expenses during such calendar year.  The Special Taxes so levied shall not 
exceed the authorized amounts for the District as provided in the proceedings for the establishment of the District. 

The Special Taxes shall be payable and be collected (except in the event of judicial foreclosure proceedings 
pursuant to the Fiscal Agent Agreement) in the same manner and at the same time and in the same installments 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. 

The City will not, in collecting the Special Taxes or in processing any such judicial foreclosure 
proceedings, exercise any authority which it has pursuant to Sections 53340, 53344.1, 53344.2, 53356.1 and 53356.5 
of the California Government Code in any manner which would materially and adversely affect the interests of the 
Bondowners and, in particular, will not permit the tender of Bonds in full or partial payment of any Special Taxes 
except upon receipt of a certificate of an Independent Financial Consultant that to accept such tender will not result 
in the City having insufficient Special Tax Revenues to pay the principal of and interest on the Bonds and remaining 
Outstanding following such tender. 

Levy of Special Taxes for Administrative Expenses.   

The City covenants that, (a) to the extent that it is legally permitted to do so, it will levy the Special Taxes for the 
payment of the Administrative Expenses which are expected to be incurred in each Fiscal Year, and (b) it will not 
initiate proceedings under the Act to reduce the Maximum Special Tax rates (the “Maximum Rates”) on then 
existing Developed Property in the District below the amounts which are necessary to provide Special Tax Revenues 
in an amount equal to estimated Administrative Expenses for the then current Fiscal Year plus an amount equal to 
one hundred ten percent (110%) of Maximum Annual Debt Service on the Outstanding Bonds.   

The City further covenants that in the event an ordinance is adopted by initiative pursuant to Section 3 of 
Article XIII C of the California Constitution, which purports to reduce or otherwise alter the Maximum Rates, it will 
commence and pursue legal action seeking to preserve its ability to comply with its covenant contained in the 
preceding paragraph. 

Further Assurances.   

The City will adopt, make, execute and deliver any and all such further ordinances, resolutions, instruments and 
assurances as may be reasonably necessary or proper to carry out the intention or to facilitate the performance of the 
Fiscal Agent Agreement, and for better assuring and confirming unto the Owners of the Bonds of the rights and 
benefits provided in the Fiscal Agent Agreement. 
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Tax Covenants.   

The City covenants that: 

It will not take any action or omit to take any action, which action or omission, if reasonably expected on 
the date of the initial issuance and delivery of the Bonds, would have caused any of the Bonds to be “arbitrage 
bonds” within the meaning of Section 103(b) and Section 148 of the Code; 

It will not take any action or omit to take any action, which action or omission, if reasonably expected on 
the date of initial issuance and delivery of the Bonds, would result in loss of exclusion from gross income for 
purposes of federal income taxation under Section 103(a) of the Code of interest paid with respect to the Bonds; 

It will not take any action or omit to take any action, which action or omission, if reasonably expected on 
the date of initial issuance and delivery of the Bonds, would have caused any of the Bonds to be “private activity 
bonds” within the meaning of Section 141 of the Code; 

It will comply with the Rebate Certificate as a source of guidance for achieving compliance with the Code; 
and 

In order to maintain the exclusion from gross income for purposes of federal income taxation of interest 
paid with respect to the Bonds, it will comply with each applicable requirement of Section 103 and Sections 141 
through 150 of the Code. 

The covenants of the City contained in the Fiscal Agent Agreement shall survive the payment, redemption 
or defeasance of Bonds pursuant to the Fiscal Agent Agreement. 

Covenant to Foreclose.   

The City covenants with and for the benefit of the Owners of the Bonds that, within sixty (60) days after each 
Interest Payment Date, it will cause to be commenced, as provided in the Fiscal Agent Agreement, and (unless 
delinquent Special Taxes are paid) diligently prosecute to judgment, an action in the superior court to foreclose the 
lien of any Special Taxes, or any installments thereof, which were not paid by the statutory delinquency date (i.e., 
December 10 or April 10).  In furtherance of this covenant, within five (5) Business Days after each Interest 
Payment Date, the Finance Director, or his or her designee, shall review the most recent Fixed Charge Unpaid List 
received from the Auditor regarding unpaid property taxes to determine if there are any delinquent installments of 
Special Taxes levied on property in the District.  If there are any such delinquent Special Tax installments, the 
Finance Director, or his or her designee, shall notify the City Attorney of such delinquencies and, within the 
previously mentioned sixty (60) days, the City Attorney shall commence, or cause to be commenced, and diligently 
prosecute such a superior court foreclosure action or actions to collect such delinquent Special Taxes. 

Prepayment of Special Taxes.   

The City shall cause all applications of owners of property in the District to prepay and satisfy the Special Tax 
obligation for their property to be reviewed by the Tax Consultant and shall not accept any such prepayment unless 
such consultant certifies in writing that the Special Tax Prepayment amount has been determined in accordance with 
the Rate and Method of Apportionment. 

Calculation of Prepayments.   

The City will cause all Special Tax Prepayments to be calculated to include the amount of the premium on the 
Outstanding Bonds that will be redeemed with the Special Tax Prepayment and negative arbitrage on the investment 
of the Special Tax Prepayment from the date of receipt until the Interest Payment Date upon which the Special Tax 
Prepayment and the amount to be transferred from the Reserve Fund to the Principal Account pursuant to the Fiscal 
Agent Agreement will be used to redeem Outstanding Bonds pursuant to the Fiscal Agent Agreement. The City will 
not include in any calculation of the amount of any Special Tax Prepayment for any parcel of taxable property in the 
District a proportionate amount of the amount then on deposit in the Reserve Fund, if at the time of such calculation 
the amount on deposit in the Reserve Fund is less than the Reserve Requirement. 

Continuing Disclosure.   

The City and the Fiscal Agent, as Dissemination Agent, hereby covenant and agree that they will comply with and 
carry out all of the provisions of the Continuing Disclosure Agreement which are specifically applicable to each of 
them. 
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Accountability Measures.   

The City shall comply with the requirements of Section 53410 of the California Government Code with respect to 
the deposit and expenditure of the Proceeds of the sale of the Bonds and shall cause the appropriate officer of the 
City to file a report with the City Council no later than January 2, 2008, and annually thereafter, which shall contain 
the information required by Section 53411 of the California Government Code with respect to the expenditure of the 
Proceeds and the status of the construction and acquisition of the Project. 

Investments 

Deposit and Investment of Moneys in Funds.   

Subject in all respects to the provisions of the Fiscal Agent Agreement, moneys in any fund or account created or 
established by the Fiscal Agent Agreement and held by the Fiscal Agent shall be invested by the Fiscal Agent in 
Permitted Investments, as directed pursuant to an Officer’s Certificate filed with the Fiscal Agent at least two (2) 
Business Days in advance of the making of such investments.  In the absence of any such Officer’s Certificate, the 
Fiscal Agent shall invest any such moneys in Permitted Investments described in clause (iv) of the definition of 
Permitted Investments.  The Fiscal Agent shall not have any responsibility for determining the legality of any 
Permitted Investments.  The Fiscal Agent shall have no obligation to pay additional interest or maximize investment 
income on any funds held by it.  Neither the City nor the Owners of the Bonds shall have any claim of any kind 
against the Fiscal Agent in connection with investments properly made pursuant to the Fiscal Agent Agreement.  
Obligations purchased as an investment of moneys in any fund or account shall be deemed to be part of such fund or 
account, subject, however, to the requirements of the Fiscal Agent Agreement for transfer of Investment Earnings in 
funds and accounts. 

The Fiscal Agent and its affiliates may act as sponsor, advisor, depository, principal or agent in the holding, 
acquisition or disposition of any investment.  The Fiscal Agent shall not incur any liability for losses arising from 
any investments made pursuant to the Fiscal Agent Agreement.  For purposes of determining the amount on deposit 
in any fund or account held under the Fiscal Agent Agreement, all Permitted Investments or investments credited to 
such fund or account shall be valued at the cost thereof (excluding accrued interest and brokerage commissions, if 
any). 

Subject in all respects to the provisions of the Fiscal Agent Agreement, investments in any and all funds 
and accounts may be commingled in a single fund for purposes of making, holding and disposing of investments, 
notwithstanding provisions therein for transfer to or holding in or to the credit of particular funds or accounts of 
amounts received or held by the Fiscal Agent thereunder, provided that the Fiscal Agent shall at all times account 
for such investments strictly in accordance with the funds and accounts to which they are credited and otherwise as 
provided in the Fiscal Agent Agreement. 

The Fiscal Agent shall sell or present for redemption, any investment security 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 investment security is credited, and the Fiscal Agent shall not be liable or responsible for any 
loss resulting from the acquisition or disposition of any such investment security in accordance with the Fiscal 
Agent Agreement. 

The City acknowledges that to the extent regulations of the Comptroller of the Currency or other applicable 
regulatory entity grant the City or the District the right to receive brokerage confirmations of securities transactions 
as they occur, the City for itself and the District specifically waives receipt of such confirmations to the extent 
permitted by law.  The Fiscal Agent shall furnish the City periodic cash transaction statements which include detail 
for all investment transactions made by the Fiscal Agent under the Fiscal Agent Agreement. 

The Fiscal Agent may make any investments under the Fiscal Agent Agreement through its own bond or 
investment department or trust investment department, or those of its parent or any affiliate. 

Rebate Fund; Rebate to the United States.   

The Fiscal Agent Agreement establishes a separate fund designated as the “Rebate Fund” to be held by the Fiscal 
Agent, as a separate fund distinct from all other funds and accounts held by the Fiscal Agent under the Fiscal Agent 
Agreement,.  The Fiscal Agent shall, in accordance with written directions received from an Authorized Officer, 
deposit into the Rebate Fund moneys transferred by the City to the Fiscal Agent pursuant to the Rebate Certificate or 
moneys transferred by the Fiscal Agent from the Reserve Fund.  The Rebate Fund shall be held either uninvested or 
invested only in Federal Securities at the written direction of the City.  Moneys on deposit in the Rebate Fund shall 
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be applied only to payments made to the United States, to the extent such payments are required by the Rebate 
Certificate.  The Fiscal Agent shall, upon written request and direction of the City, make such payments to the 
United States. 

The Fiscal Agent may rely conclusively upon the City’s determinations, calculations and certifications 
required by the Fiscal Agent Agreement.  The Fiscal Agent shall have no responsibility to independently make any 
calculation or determination or to review the City’s calculations thereunder.  The Fiscal Agent’s sole responsibilities 
under the Fiscal Agent Agreement are to follow the written instructions of the City pertaining thereto.  The City 
shall be responsible for any fees and expenses incurred by the Fiscal Agent pursuant to these provisions of the Fiscal 
Agent Agreement. 

The Fiscal Agent shall, upon written request and direction from the City, transfer to or upon the order of the 
City any moneys on deposit in the Rebate Fund in excess of the amount, if any, required to be maintained or held 
therein in accordance with the Rebate Certificate. 

Liability of City   

The City shall not incur any responsibility in respect of the Bonds or the Fiscal Agent  Agreement other 
than in connection with the duties or obligations explicitly therein or in the Bonds assigned to or imposed upon it.  
The City shall not be liable in connection with the performance of its duties under the Fiscal Agent Agreement, 
except for its own negligence or willful default.  The City shall not be bound to ascertain or inquire as to the 
performance or observance of any of the terms, conditions, covenants or agreements of the Fiscal Agent in the Fiscal 
Agent Agreement or of any of the documents executed by the Fiscal Agent in connection with the Bonds. 

In the absence of bad faith, the City may conclusively rely, as to the truth of the statements and the 
correctness of the opinions expressed therein, upon certificates or opinions furnished to the City and conforming to 
the requirements of the Fiscal Agent Agreement.  The City shall not be liable for any error of judgment made in 
good faith unless it shall be proved that it was negligent in ascertaining the pertinent facts. 

No provision of the Fiscal Agent Agreement shall require the City to expend or risk its own general funds 
or otherwise incur any financial liability (other than with respect to the Special Tax Revenues) in the performance of 
any of its obligations under the Fiscal Agent Agreement, or in the exercise of and of its rights or powers, if it shall 
have reasonable grounds for believing that repayment of such funds or adequate indemnity against such risk or 
liability is not reasonably assured to it. 

The City may rely and shall be protected in acting or refraining from acting upon any notice, resolution, 
request, consent, order, certificate, report, warrant, Bond or other paper or document believed by it to be genuine 
and to have been signed or presented by the proper party or proper parties.  The City may consult with counsel, who 
may be counsel to the City, with regard to legal questions, and the opinion of such counsel shall be full and complete 
authorization and protection in respect of any action taken or suffered by it under the Fiscal Agent Agreement in 
good faith and in accordance therewith. 

Whenever in the administration of its duties under the Fiscal Agent Agreement the City shall deem it 
necessary or desirable that a matter be proved or established prior to taking or suffering any action thereunder, such 
matter (unless other evidence in respect thereof be therein specifically prescribed) may, in the absence of willful 
misconduct on the part of the City, be deemed to be conclusively proved and established by a certificate of the Fiscal 
Agent, and such certificate shall be full warranty to the City for any action taken or suffered under the provisions of 
the Fiscal Agent Agreement or any Supplemental Agreement upon the faith thereof, but in its discretion the City 
may, in lieu thereof, accept other evidence of such matter or may require such additional evidence as to it may seem 
reasonable. 

In order to perform its duties and obligations under the Fiscal Agent Agreement, the City may employ such 
persons or entities as it deems necessary or advisable.  The City shall not be liable for any of the acts or omissions of 
such persons or entities employed by it in good faith under the Fiscal Agent Agreement, and shall be entitled to rely, 
and shall be fully protected in doing so, upon the opinions, calculations, determinations and directions of such 
persons or entities. 

Modification Or Amendment  

Amendments Permitted. 

The Fiscal Agent Agreement and the rights and obligations of the District and the City and of the Owners 
of the Bonds may be modified or amended at any time by a Supplemental Agreement pursuant to the affirmative 
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vote at a meeting of the Owners, or with the written consent, without a meeting, of the Owners of at least sixty 
percent (60%) in aggregate principal amount of the Bonds then Outstanding, exclusive of Bonds disqualified as 
provided in the Fiscal Agent Agreement.  No such modification or amendment shall (i) extend the maturity of any 
Bond or the time for paying interest thereon, or otherwise alter or impair the obligation of the City on behalf of the 
District to pay the principal of, and the interest and any premium on, any Bond, without the express consent of the 
Owner of such Bond; or (ii) permit the creation of any pledge of or lien upon the Special Tax Revenues, or the 
moneys on deposit in the Special Tax Fund, the Bond Fund or the Reserve Fund, superior to or on a parity with the 
pledge and lien created for the benefit of the Bonds (except as otherwise permitted by the Act, the laws of the State 
of California or the Fiscal Agent Agreement); (iii) reduce the percentage of Bonds required for the amendment 
thereof; or (iv) reduce the principal amount of or redemption premium on any Bond or reduce the interest rate 
thereon.  Any such amendment may not modify any of the rights or obligations of the Fiscal Agent without its 
written consent.  The Fiscal Agent shall be furnished an opinion of counsel that any such Supplemental Agreement 
entered into by the City and the Fiscal Agent complies with the provisions of the Fiscal Agent Agreement and the 
Fiscal Agent may conclusively rely on such opinion. 

The Fiscal Agent Agreement and the rights and obligations of the District and the City and the Owners may 
also be modified or amended at any time by a Supplemental Agreement, without the consent of any Owners, only to 
the extent permitted by law and only for any one or more of the following purposes: 

(a) to add to the covenants and agreements of the City in the Fiscal Agent Agreement 
contained, other covenants and agreements thereafter to be observed, or to limit or surrender any right or 
power therein reserved to or conferred upon the City; 

(b) to make modifications not adversely affecting any Outstanding series of Bonds of the 
District in any material respect; 

(c) to make such provisions for the purpose of curing any ambiguity, or of curing, correcting 
or supplementing any defective provisions of the Fiscal Agent Agreement, or in regard to questions arising 
under the Fiscal Agent Agreement, as the City and the Fiscal Agent may deem necessary or desirable and 
not inconsistent with the Fiscal Agent Agreement, and which shall not adversely affect the rights of the 
Owners; or 

(d) to make such additions, deletions or modifications as may be necessary or desirable to 
assure compliance with Section 148 of the Code relating to required rebate of moneys to the United States 
or otherwise as may be necessary to assure exclusion from gross income for federal income tax purposes of 
interest on the Bonds or to conform with the Regulations. 

Owners’ Meetings.   

The City may at any time call a meeting of the Owners.  In such event, the City is authorized to fix the time 
and place of any such meeting and to provide for the giving of notice thereof and to fix and adopt rules and 
regulations for the conduct of the meeting. 

Procedure for Amendment with Written Consent of Owners.   

The City and the Fiscal Agent may at any time enter into a Supplemental Agreement amending the 
provisions of the Bonds or of the Fiscal Agent Agreement or any Supplemental Agreement, to the extent that such 
amendment is permitted by the Fiscal Agent Agreement, to take effect when and as provided in the Fiscal Agent 
Agreement.  A copy of the Supplemental Agreement, together with a request to Owners for their consent thereto, 
shall be mailed by first class mail, postage prepaid, by the Fiscal Agent to each Owner of Bonds Outstanding, but 
failure to mail copies of the Supplemental Agreement and request shall not affect the validity of the Supplemental 
Agreement when assented to as provided in the Fiscal Agent Agreement. 

Such a Supplemental Agreement shall not become effective unless there shall be filed with the Fiscal Agent 
the written consents of the Owners of at least sixty percent (60%) in aggregate principal amount of the Bonds then 
Outstanding (exclusive of Bonds disqualified as provided in the Fiscal Agent Agreement) and a notice shall have 
been mailed as provided in the Fiscal Agent Agreement.  Each such consent shall be effective only if accompanied 
by proof of ownership of the Bonds for which such consent is given, which proof shall be such as is permitted by the 
Fiscal Agent Agreement.  Any such consent shall be binding upon the Owner of the Bonds giving such consent and 
on any subsequent Owner (whether or not such subsequent Owner has notice thereof) unless such consent is revoked 
in writing by the Owner giving such consent or a subsequent Owner by filing such revocation with the Fiscal Agent 
prior to the date when the notice provided in the Fiscal Agent Agreement has been mailed. 
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After the Owners of the required percentage of Bonds shall have filed their consents to the Supplemental 
Agreement, the City shall mail a notice to the Owners in the manner provided in the Fiscal Agent Agreement for the 
mailing of the Supplemental Agreement, stating in substance that the Supplemental Agreement has been consented 
to by the Owners of the required percentage of Bonds  and will be effective as provided in the Fiscal Agent 
Agreement (but failure to mail copies of said notice shall not affect the validity of the Supplemental Agreement or 
consents thereto).  Proof of the mailing of such notice shall be filed with the Fiscal Agent.  A record, consisting of 
the documents required by the Fiscal Agent Agreement to be filed with the Fiscal Agent, shall be proof of the 
matters therein stated until the contrary is proved.  The Supplemental Agreement shall become effective upon the 
filing with the Fiscal Agent of the proof of mailing of such notice, and the Supplemental Agreement shall be deemed 
conclusively binding (except as otherwise specifically provided in the Fiscal Agent Agreement) upon the City, the 
District and the Owners of all Bonds then Outstanding at the expiration of sixty (60) days after such filing, except in 
the event of a final decree of a court of competent jurisdiction setting aside such consent in a legal action or 
equitable proceeding for such purpose commenced within such sixty (60)-day period. 

Disqualified Bonds.   

Bonds owned or held for the account of the City, excepting any pension or retirement fund, shall not be 
deemed Outstanding for the purpose of any vote, consent or other action or any calculation of Outstanding Bonds 
provided for in the Fiscal Agent Agreement, and shall not be entitled to vote upon, consent to, or participate in any 
action provided for in the Fiscal Agent Agreement.  Upon request of the Fiscal Agent, the City shall specify to the 
Fiscal Agent those Bonds disqualified pursuant to the Fiscal Agent Agreement and the Fiscal Agent may 
conclusively rely on such certificate. 

Effect of Supplemental Agreement.   

From and after the time any Supplemental Agreement becomes effective pursuant to the Fiscal Agent 
Agreement, the Fiscal Agent Agreement shall be deemed to be modified and amended in accordance therewith, and 
the respective rights, duties and obligations under the Fiscal Agent Agreement of the City and all Owners of Bonds 
Outstanding shall thereafter be determined, exercised and enforced thereunder subject in all respects to such 
modifications and amendments, and all the terms and conditions of any such Supplemental Agreement shall be 
deemed to be part of the terms and conditions of the Fiscal Agent Agreement for any and all purposes. 

Endorsement or Replacement of Bonds Issued After Amendments.   

The City may determine that Bonds issued and delivered after the effective date of any action taken as 
provided in the Fiscal Agent Agreement shall bear a notation, by endorsement or otherwise, in form approved by the 
City, as to such action.  In that case, upon demand of the Owner of any Bond Outstanding at such effective date and 
upon presentation of his Bond for that purpose at the Principal Office of the Fiscal Agent or at such other office as 
the City may select and designate for that purpose, a suitable notation shall be made on such Bond.  The City may 
determine that new Bonds, so modified as in the opinion of the City is necessary to conform to such action, shall be 
prepared, executed and delivered.  In that case, upon demand of the Owner of any Bonds then Outstanding, such 
new Bonds shall be exchanged at the Principal Office of the Fiscal Agent without cost to any Owner, for like Bonds 
then Outstanding, upon surrender of such Bonds. 

Amendatory Endorsement of Bonds.   

The provisions of the Fiscal Agent Agreement shall not prevent any Owner from accepting any amendment 
as to the particular Bonds held by him, provided that due notation thereof is made on such Bonds. 

Miscellaneous 

Benefits of Agreement Limited to Parties.   

Nothing in the Fiscal Agent Agreement, expressed or implied, is intended to give to any person other than 
the City, the Fiscal Agent and the Owners, any right, remedy or claim under or by reason of the Fiscal Agent 
Agreement.  Any covenants, stipulations, promises or agreements in the Fiscal Agent Agreement contained by and 
on behalf of the City shall be for the sole and exclusive benefit of the Owners and the Fiscal Agent. 

Successor is Deemed Included in All References to Predecessor.   

Whenever in the Fiscal Agent Agreement or any Supplemental Agreement either the City or the Fiscal 
Agent is named or referred to, such reference shall be deemed to include the successors or assigns thereof, and all 
the covenants and agreements in the Fiscal Agent Agreement contained by or on behalf of the City or the Fiscal 
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Agent shall bind and inure to the benefit of the respective successors and assigns thereof whether so expressed or 
not. 

Discharge of Agreement.   

If the City shall pay and discharge the indebtedness on all or a portion (a “Partial Discharge”) of the 
Outstanding Bonds in any one or more of the following ways: 

(a) by well and truly paying or causing to be paid the principal of and interest and any 
premium on such Bonds, as and when the same become due and payable; 

(b) by depositing with the Fiscal Agent, at or before maturity, an amount of money which, 
together with the amounts then on deposit in the Bond Fund (including all accounts therein), the Special 
Tax Fund (including the Surplus Account) and the Reserve Fund, or in the event of a Partial Discharge, the 
appropriate portion of such amounts, as determined by the City and confirmed by an Independent Financial 
Consultant, is fully sufficient to pay such Bonds, including all principal, interest and redemption premiums, 
if any; or 

(c) by irrevocably depositing with the Fiscal Agent, cash or non-callable Defeasance 
Securities in such amount as the City shall determine, as confirmed by an Independent CPA, will, together 
with the interest to accrue thereon and amounts then on deposit in the Bond Fund (including all accounts 
therein), the Special Tax Fund (including the Surplus Account) and the Reserve Fund, or in the event of a 
Partial Discharge, the appropriate portion of such amounts, as determined by the City and confirmed by an 
Independent CPA, be fully sufficient to pay and discharge the indebtedness on such Bonds (including all 
principal, interest and redemption premiums) at or before their respective maturity dates; 

and if such Bonds are to be redeemed prior to the maturity thereof, notice of such redemption shall have been given 
as in the Fiscal Agent Agreement provided or provision satisfactory to the Fiscal Agent shall have been made for the 
giving of such notice, then, at the election of the City, and notwithstanding that any such Bonds shall not have been 
surrendered for payment, the pledge of the Special Tax Revenues and other funds provided for in the Fiscal Agent 
Agreement and all other obligations of the City and the District under the Fiscal Agent Agreement with respect to 
such Bonds shall cease and terminate, except the obligation of the City to pay or cause to be paid to the Owners of 
such Bonds not so surrendered and paid all sums due thereon, the obligation of the City to pay all amounts owing to 
the Fiscal Agent pursuant to the Fiscal Agent Agreement, and the obligations of the City pursuant to the covenants 
contained in the Fiscal Agent Agreement; and thereafter Special Taxes shall not be payable to the Fiscal Agent.  
Notice of such election shall be filed with the Fiscal Agent.  The satisfaction and discharge of the Fiscal Agent 
Agreement as to all of the Outstanding Bonds shall be without prejudice to the rights of the Fiscal Agent to charge 
and be reimbursed by the City for the expenses which it shall thereafter incur in connection therewith. 

 

Any funds held by the Fiscal Agent to pay and discharge the indebtedness on such Bonds, upon payment of 
all fees and expenses of the Fiscal Agent, which are not required for such purpose, shall be paid over to the City. 
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APPENDIX E

FORM OF CONTINUING DISCLOSURE AGREEMENT
OF THE CITY OF MORENO VALLEY

This Continuing Disclosure Agreement dated as of May 1, 2007 (the �Disclosure Agreement�) is
executed and delivered by the City of Moreno Valley (the �Issuer�) for and on behalf of Community Facilities
District No. 5 and Wells Fargo Bank, National Association, as Fiscal Agent (the �Fiscal Agent�) and as
dissemination agent (the �Dissemination Agent�), in connection with the issuance and delivery by the Issuer of
its $5,870,000 2007 Special Tax Bonds (the �Bonds�). The Bonds are being issued pursuant to a Fiscal Agent
Agreement, dated as of May 1, 2007 (the �Fiscal Agent Agreement�), by and between the Issuer and the Fiscal
Agent. The Issuer, the Fiscal Agent and the Dissemination Agent covenant as follows:

SECTION 1. Purpose of the Disclosure Agreement. This Disclosure Agreement is being executed
and delivered by the Issuer, the Fiscal Agent and the Dissemination Agent, for the benefit of the Owners and
Beneficial Owners of the Bonds and in order to assist the Participating Underwriter in complying with the
Rule.

SECTION 2. Definitions. In addition to the definitions set forth in the Fiscal Agent Agreement,
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 Issuer pursuant to, and as described
in, Sections 3 and 4 of this Disclosure Agreement.

�Beneficial Owner� shall mean any person which (a) has the power, directly or indirectly, to vote or
consent with respect to, or to dispose of ownership of, any Bonds (including persons holding Bonds through
nominees, depositories or other intermediaries), or (b) is treated as the owner of any Bonds for federal income
purposes.

�Disclosure Representative� shall mean the City Manager of the City of Moreno Valley or the Finance
Director, or their designee, or such other officer or employee as the Issuer shall designate in writing to the
Dissemination Agent from time to time.

�Dissemination Agent� shall mean, initially, Wells Fargo Bank, National Association acting in its
capacity as Dissemination Agent hereunder, or any successor Dissemination Agent designated in writing by
the Issuer and which has filed with the then current Dissemination Agent a written acceptance of such
designation.

�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.

�Official Statement� shall mean the Official Statement dated May 17, 2007 relating to the Bonds.

�Participating Underwriter� shall mean the original Underwriter of the Bonds required to comply with
the Rule in connection with offering of the Bonds, which is E. J. De La Rosa & Co. Inc.

�Repository� shall mean each National Repository and each State Repository.
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�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.

�Tax-exempt� shall mean that interest on the Bonds is excluded from gross income for federal income
tax purposes, whether or not such interest is includable as an item of tax preferences or otherwise includable
directly or indirectly for purposes of calculating any other tax liability, including any alternative minimum tax
or environmental tax.

SECTION 3. Provision of Annual Reports.

(a) The Issuer shall, or shall cause the Dissemination Agent by written direction to such
Dissemination Agent to, not later than April 1 after the end of the Issuer�s fiscal year (which currently ends on
June 30), commencing with the report due on April 1, 2008, provide to each Repository, the Fiscal Agent (if
the Fiscal Agent is not the Dissemination Agent) and the Participating Underwriter an Annual Report which is
consistent with the requirements of Section 4 of this Disclosure Agreement. 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 Issuer may be submitted separately from and later than the balance of the Annual Report if
they are not available by the date required above for the filing of the Annual Report.

An Annual Report shall be provided at least annually notwithstanding any fiscal year longer
than 12 calendar months. The Issuer�s fiscal year is currently effective from July 1 to the immediately
succeeding June 30 of the following year. The Issuer will promptly notify each Repository or the Municipal
Securities Rulemaking Board and, in either case, the Fiscal Agent and the Dissemination Agent of a change in
the fiscal year dates.

(b) Not later than fifteen (15) Business Days prior to the date specified in subsection (a) for
providing the Annual Report to Repositories, the Issuer shall provide the Annual Report to the Dissemination
Agent and the Fiscal Agent (if the Fiscal Agent is not the Dissemination Agent). If by fifteen (15) Business
Days prior to such date the Fiscal Agent has not received a copy of the Annual Report, the Fiscal Agent shall
contact the Issuer and the Dissemination Agent to determine if the Issuer is in compliance with subsection (a).
The Issuer shall provide a written certification with each Annual Report furnished to the Dissemination Agent
and the Fiscal Agent to the effect that such Annual Report constitutes the Annual Report required to be
furnished by it hereunder.

(c) If the Dissemination Agent is unable to verify that an Annual Report has been provided to
Repositories by the date required in subsection (a), the Dissemination Agent shall send a notice to each
Repository, in substantially the form attached as Exhibit A.

(d) 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; and

(ii) promptly after receipt of the Annual Report, file a report with the Issuer and (if the
Dissemination Agent is not the Fiscal Agent) the Fiscal Agent certifying that the Annual Report has
been provided pursuant to this Disclosure Agreement, stating the date it was provided and listing all
the Repositories and other parties to which it was provided.
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SECTION 4. Content of Annual Report. The Issuer�s Annual Report shall contain or include by
reference:

(a) Financial Statements. The audited financial statements of the Issuer for the most recent fiscal
year of the Issuer then ended. If the Issuer prepares audited financial statements and if the audited financial
statements are not available by the time the Annual Report is required to be filed, the Annual Report shall
contain any unaudited financial statements of the Issuer in a format similar to the financial statements, and the
audited financial statements shall be filed in the same manner as the Annual Report when they become
available. Audited financial statements of the Issuer shall be audited by such auditor as shall then be required
or permitted by State law or the Fiscal Agent Agreement. Audited financial statements, if prepared by the
Issuer, shall be prepared in accordance with generally accepted accounting principles as prescribed for
governmental units by the Governmental Accounting Standards Board; provided, however, that the Issuer may
from time to time, if required by federal or state legal requirements, modify the basis upon which its financial
statements are prepared. In the event that the Issuer shall modify the basis upon which its financial statements
are prepared, the Issuer shall provide the information referenced in Section 8(d) below.

(b) Financial and Operating Data. The Annual Report shall contain or incorporate by reference
the following information.

(i) the principal amount of Bonds outstanding as of the September 2 preceding the filing
of the Annual Report;

(ii) the balance in each fund under the Fiscal Agent Agreement as of the September 2
preceding the filing of the Annual Report;

(iii) a list of the public improvements in Table 1 in the Official Statement which have
been acquired by the City with proceeds of the Bonds;

(iv) any changes to the Rates and Method of Apportionment of the Special Taxes
approved or submitted to the qualified electors for approval prior to the filing of the Annual Report
and a description of any parcels for which the Special Taxes have been prepaid, including the amount
prepaid, since the date of the last Annual Report;

(v) a table setting forth the most recent assessed values of the property and the principal
amount of the Bonds and any other land secured debt allocable to parcels within the District by
property owner and a statement as to whether any of such taxpayers is delinquent in the payment of
Special Taxes;

(vii) any event known to the Issuer which reduces the taxable acreage or which results in a
moratorium on future building within the District;

(viii) a table setting forth for the five most recent fiscal years in which Special Taxes were
levied, the amount of Special Taxes levied in each fiscal year and the percentage delinquent as of
June 30 of such fiscal year and as of the date of the Annual Report, and a description of the status of
any foreclosure actions being pursued by the Issuer with respect to delinquent Special Taxes;

(ix) any information not already included under (i) through (viii) above that the Issuer is
required to file in its annual report to the California Debt and Investment Advisory Commission
pursuant to the provisions of the Mello-Roos Community Facilities Act of 1982, as amended.

(c) Any or all of the items listed in (a) or (b) above may be included by specific reference to other
documents, including official statements of debt issues of the Issuer or related public entities, which have been
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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 Issuer shall clearly identify each such other document so included by reference.

SECTION 5. Reporting of Significant Events.

(a) Pursuant to the provisions of this Section 5, the Issuer shall give, or cause to be given, notice
of the occurrence of any of the following events with respect to the Bonds, if material:

(i) principal and interest payment delinquencies;

(ii) an event of default under the Fiscal Agent Agreement other than as described in (i)
above;

(iii) unscheduled draws on the Reserve Fund reflecting financial difficulties;

(iv) unscheduled draws on any credit enhancements securing the Bonds reflecting
financial difficulties;

(v) any change in the provider of any letter of credit or any municipal bond insurance
policy securing the Bonds or any failure by the providers of such letters of credit or municipal bond
insurance policies to perform on the letter of credit or municipal bond insurance policy;

(vi) adverse tax opinions or events adversely affecting the tax-exempt status of the
Bonds;

(vii) modifications to the rights of Bond Owners;

(viii) unscheduled redemption of any Bond;

(ix) defeasances;

(x) any release, substitution, or sale of property securing repayment of the Bonds; and

(xi) rating changes.

(b) The Fiscal Agent shall, promptly upon obtaining actual knowledge of the occurrence of any
of the Listed Events, contact the Issuer pursuant to the Fiscal Agent Agreement, inform such person of the
event, and request that the Issuer promptly notify the Dissemination 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 such Listed Events shall mean actual knowledge by the officer at the corporate trust office of the
Fiscal Agent with regular responsibility for the administration of matters related to the Fiscal Agent
Agreement.

(c) Whenever the Issuer 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 Issuer shall as soon as possible
determine if such event would be material under applicable federal securities laws.

(d) If the Issuer has determined that knowledge of the occurrence of a Listed Event would be
material under applicable federal securities laws, the Issuer shall promptly notify the Dissemination Agent in
writing. Such notice shall instruct the Dissemination Agent to report the occurrence pursuant to subsection (f).
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(e) If in response to a request under subsection (b), the Issuer determines that the Listed Event
would not be material under applicable federal securities laws, the Issuer 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 Issuer to report the occurrence of a
Listed Event, the Dissemination Agent shall file a notice of such occurrence with (i) the Municipal Securities
Rulemaking Board or (ii) each National Repository, and in either case, to each State Repository.
Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(iv) and (v) need not be
given under this subsection any earlier than the notice (if any) of the underlying event is given to Owners of
affected Bonds pursuant to the Fiscal Agent Agreement. In each case of the Listed Event, the Dissemination
Agent shall not be obligated to file a notice as required in this subsection (f) prior to the occurrence of such
Listed Event.

(g) The Issuer hereby agrees that the undertaking set forth in this Disclosure Agreement is the
responsibility of the Issuer and that the Fiscal Agent or the Dissemination Agent shall not be responsible for
determining whether the Issuer�s instructions to the Dissemination Agent under this Section 5 comply with the
requirements of the Rule.

SECTION 6. Termination of Reporting Obligation. The obligation of the Issuer, the Fiscal Agent
and the Dissemination Agent under this Disclosure Agreement shall terminate upon the legal defeasance, prior
redemption or payment in full of all of the Bonds. If such termination occurs prior to the final maturity of the
Bonds, the Issuer shall give notice of such termination in the same manner as for a Listed Event under
Section 5.

SECTION 7. Dissemination Agent. The Issuer may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Agreement, and may
discharge any such Dissemination Agent, with or without appointing a successor Dissemination Agent. If at
any time there is not any other designated Dissemination Agent, the Fiscal Agent shall be the Dissemination
Agent. The Dissemination Agent may resign by providing (i) thirty days written notice to the Issuer and the
Fiscal Agent (if the Fiscal Agent is other than the Dissemination Agent) and (ii) upon appointment of a new
Dissemination Agent hereunder.

SECTION 8. Amendment. (a) This Disclosure Amendment may be amended, by written
agreement of the parties, without the consent of the Owners, if all of the following conditions are satisfied:
(i) such amendment is made in connection with a change in circumstances that arises from a change in legal
(including regulatory) requirements, a change in law (including rules or regulations) or in interpretations
thereof, or a change in the identity, nature or status of the Issuer or the type of business conducted thereby;
(ii) this Disclosure Agreement as so amended would have complied with the requirements of the Rule as of the
date of this Disclosure Agreement, after taking into account any amendments or interpretations of the Rule, as
well as any change in circumstances; (iii) the Issuer shall have delivered to the Fiscal Agent an opinion of a
nationally recognized bond counsel or counsel expert in federal securities laws, addressed to the Issuer and the
Fiscal Agent, to the same effect as set forth in clause (ii) above; (iv) the Issuer shall have delivered to the
Dissemination Agent an opinion of nationally recognized bond counsel or counsel expert in federal securities
laws, addressed to the Issuer, to the effect that the amendment does not materially impair the interests of the
Owners or Beneficial Owners; and (v) the Issuer shall have delivered copies of such opinion and amendment
to each Repository.

(b) This Disclosure Agreement may be amended, by written agreement of the parties, upon
obtaining consent of Owners in the same manner as provided in the Fiscal Agent Agreement for amendments
to the Fiscal Agent Agreement with the consent of the Owners of the Bonds, provided that the conditions set
forth in Section 8(a)(i), (ii), (iii) and (iv) have been satisfied.
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(c) To the extent any amendment to this Disclosure Agreement results in a change in the type of
financial information or operating data provided pursuant to this Disclosure Agreement, the first Annual
Report provided thereafter shall include a narrative explanation of the reasons for the amendment and the
impact of the change.

(d) If an amendment is made to the basis on which financial statements are prepared, the Annual
Report 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. Such comparison shall include a quantitative and, to the extent reasonably
feasible, qualitative discussion of the differences in the accounting principles and the impact of the change in
the accounting principles on the presentation of the financial information.

SECTION 9. Additional Information. Nothing in this Disclosure Agreement shall be deemed to
prevent the Issuer 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 Issuer 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 Issuer shall have no obligation under this Agreement to update such information or include it in any future
Annual Report or notice if occurrence of a Listed Event.

The Issuer acknowledges and understands that other state and federal laws, including but not limited
to the Securities Act of 1933 and Rule 10b-5 promulgated under the Securities Exchange Act of 1934, may
apply to the Issuer, and that under some circumstances compliance with this Disclosure Agreement, without
additional disclosures or other action, may not fully discharge all duties and obligations of the Issuer under
such laws.

SECTION 10. Default. In the event of a failure of the Issuer or the Dissemination Agent to comply
with any provision of this Disclosure Agreement, any Owner or Beneficial Owner of the Bonds may take such
actions as may be necessary and appropriate, including seeking mandate or specific performance by court
order, to cause the Issuer 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 Fiscal Agent Agreement, and the
sole remedy under this Disclosure Agreement in the event of any failure of the Issuer or the Fiscal Agent to
comply with this Disclosure Agreement shall be an action to compel performance.

SECTION 11. Duties, Immunities and Liabilities of Fiscal Agent and Dissemination Agent. Article
VII of the Fiscal Agent Agreement is hereby made applicable to this Disclosure Agreement as if this
Disclosure Agreement were (solely for this purpose) contained in the Fiscal Agent Agreement and the
Dissemination Agent and the Fiscal Agent shall be entitled to the same protections, limitations from liability
and indemnification hereunder as are afforded the Fiscal Agent thereunder. The Dissemination Agent and the
Fiscal Agent shall have only such duties as are specifically set forth in this Disclosure Agreement, and the
Issuer agrees to indemnify and save the Dissemination Agent and the Fiscal Agent and their respective
officers, directors, employees and agents, harmless against any loss, expense and liabilities which they may
incur arising out of or in the exercise or performance of their powers and duties hereunder, including the costs
and expenses (including attorneys fees) of defending against any claim of liability, but excluding liabilities due
to the Dissemination Agent�s or the Fiscal Agent�s respective negligence or willful misconduct. The
Dissemination Agent shall be paid compensation by the Issuer for its services provided hereunder in
accordance with its schedule of fees as amended from time to time and all expenses, legal fees and advances
made or incurred by the Dissemination Agent in the performance of its duties hereunder. The Dissemination
Agent and the Fiscal Agent shall have no duty or obligation to review any information provided to them
hereunder. The obligations of the Issuer under this Section shall survive resignation or removal of the
Dissemination Agent and Fiscal Agent and payment of the Bonds. No person shall have any right to
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commence any action against the Fiscal Agent or the Dissemination Agent seeking any remedy other than to
compel specific performance of this Disclosure Agreement. The Dissemination Agent and the Fiscal Agent
shall not be liable under any circumstances for monetary damages to any person for any breach under this
Disclosure Agreement. Any company succeeding to all or substantially all of the Dissemination Agent�s
corporate trust business shall be the successor to the Dissemination Agent hereunder without the execution or
filing of any paper or any further act.

SECTION 12. Beneficiaries. This Disclosure Agreement shall inure solely to the benefit of the
Issuer, the Fiscal Agent, the Dissemination Agent, the Participating Underwriter and Owners and Beneficial
Owners from time to time of the Bonds, and shall create no rights in any other person or entity.

SECTION 13. Notices. Notices should be sent in writing to the following addresses. The following
information may be conclusively relied upon until changed in writing.

Disclosure Representative: City Manager
City of Moreno Valley
14177 Fredrick Street
P.O. Box 88005
Moreno Valley, CA 92552-0805

Dissemination Agent: Wells Fargo Bank, National Association
707 South Wilshire Boulevard
Los Angeles, CA 90017

Fiscal Agent: Wells Fargo Bank, National Association
707 South Wilshire Boulevard
Los Angeles, CA 90017

Participating Underwriter: E. J. De La Rosa & Co., Inc.
10866 Wilshire Boulevard, Suite 1650
Los Angeles, CA 90024
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SECTION 14. 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.

CITY OF MORENO VALLEY, for and on behalf
of COMMUNITY FACILITIES DISTRICT NO. 5
OF THE CITY OF MORENO VALLEY,
COUNTY OF RIVERSIDE, STATE OF
CALIFORNIA

By:
___________________

WELLS FARGO BANK, NATIONAL
ASSOCIATION, as Fiscal Agent and Dissemination
Agent

By:
Authorized Officer
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EXHIBIT A

NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer: Community Facilities District No. 5 of the City of Moreno Valley, County of
Riverside, State of California

Name of Bond Issue: Community Facilities District No. 5 of the City of Moreno Valley 2007 Special Tax
Bonds

Date of Issuance:

NOTICE IS HEREBY GIVEN that Community Facilities District No. 5 of the City of Moreno Valley,
County of Riverside, State of California (the �District�), has not provided an Annual Report with respect to the
above-named Bonds as required by Section 3 of the Continuing Disclosure Agreement, dated as of _________,
2007, by and between the District and Wells Fargo Bank, National Association as Fiscal Agent and
Dissemination Agent. [The District anticipates that the Annual Report will be filed by ________.]

Dated:

WELLS FARGO BANK, NATIONAL
ASSOCIATION, as Dissemination Agent

cc: City of Moreno Valley
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APPENDIX F

FORM OF CONTINUING DISCLOSURE AGREEMENT OF THE DEVELOPER

This Continuing Disclosure Agreement (the �Disclosure Agreement�) dated as of May 1, 2007 is
executed and delivered by Stoneridge Centre Partners, L.P., a California limited partnership (the
�Landowner�), and Wells Fargo Bank, National Association, as Fiscal Agent (the �Fiscal Agent�) and as
dissemination agent (the �Dissemination Agent�), in connection with the execution and delivery by
Community Facilities District No. 5 of the City of Moreno Valley, County of Riverside, State of California
(the �District�) of $5,870,000 aggregate principal amount of its Community Facilities District No. 5 of the City
of Moreno Valley 2007 Special Tax Bonds (the �Bonds�). The Bonds are being executed and delivered
pursuant to a Fiscal Agent Agreement dated as of May 1, 2007 by and between the District and Wells Fargo
Bank, National Association as Fiscal Agent (the �Agreement�).

SECTION 1. Purpose of the Disclosure Agreement. This Disclosure Agreement is being executed
and delivered by the Landowner for the benefit of the Bondowners and Beneficial Owners and in order to
assist the Participating Underwriter in complying with S.E.C. Rule 15c2-12(b)(5). Pursuant to this Disclosure
Agreement, the Landowner agrees to provide the information required to be provided by the Landowner
hereunder at the time and in the manner required hereunder and as otherwise required to comply with the Rule
as specified in a written opinion of counsel to the Underwriter or a nationally recognized bond counsel. This
Disclosure Agreement does not address additional undertakings, if any, by or with respect to persons other
than the Landowner who may be considered obligated persons for purposes of the Rule, which additional
undertakings, if any, may be required for the Participating Underwriter to comply with the Rule.

SECTION 2. Definitions. In addition to the definitions set forth in the Agreement, 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� shall mean, with respect to any Person, (a) each Person that, directly or indirectly, owns or
controls, whether beneficially or as an agent, guardian or other fiduciary, twenty-five percent (25%) or more of
any class of Equity Securities of such Person, (b) each Person that controls, is controlled by or is under
common control with such Person or any Affiliate of such Person or (c) each of such Person�s executive
officers, directors, joint venturers and general partners; provided, however, that in no case shall the District be
deemed to be an Affiliate of the Landowner for purposes of this Agreement. For the purpose of this definition,
�control� of a Person shall mean the possession, directly or indirectly, of the power to direct or cause the
direction of its management or policies, whether through the ownership of voting securities, by contract or
otherwise.

�Annual Report� shall mean any Annual Report provided by the Landowner on or prior to March 1 of
each year pursuant to, and as described in, Sections 3 and 4 of this Disclosure Agreement.

�Beneficial Owner� shall mean any person which has or shares the power, directly or indirectly, to
make investment decisions concerning ownership of the Bonds (including persons holding Bonds through
nominees, depositories or other intermediaries).

�Development Plan� shall mean, with respect to the Landowner or a Successor, the specific
improvements such Person intends to make, or cause to be made, to the portion of the Property owned by such
Person in order for such portion of the Property to reach final buildout as planned by the Landowner or
Successor, the time frame in which such improvements are intended to be made and the estimated costs of such
improvements. As of the date hereof, the development plan for the Property owned by the Landowner and its
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Affiliates is described in the Official Statement under the caption �THE DEVELOPMENT AND PROPERTY
OWNERSHIP � The Development Plan.�

�Disclosure Representative� shall mean the manager of the general partner of the Landowner or his
designee acting on behalf of the Landowner, or such other officer or employee as the Landowner shall
designate in writing to the Dissemination Agent from time to time.

�Dissemination Agent� shall mean Wells Fargo Bank, National Association acting in its capacity as
Dissemination Agent hereunder, or any successor Dissemination Agent designated in writing by the
Landowner and which has filed with the Landowner and the City a written acceptance of such designation.

�District� shall mean Community Facilities District No. 5 established by the City of Moreno Valley.

�Equity Securities� of any Person shall mean (a) all common stock, preferred stock, participations,
shares, general partnership interests or other equity interests in and of such person (regardless of how
designated and whether or not voting or non-voting) and (b) all warrants, options and other rights to acquire
any of the foregoing.

�Financing Plan� shall mean, with respect to the Landowner or a Successor, the method by which
such Person intends to finance its Development Plan, including specific sources of funding for such
Development Plan. As of the date hereof, the Financing Plan for the Landowner and its Affiliates is described
in the Official Statement under the caption �THE DEVELOPMENT AND PROPERTY OWNERSHIP �
Estimated Sources and Uses of Funds and Projected Cash Flow.�

�Fiscal Year� shall mean the period beginning on July 1 of each year and ending on the next
succeeding June 30.

�Government Authority� shall mean any national, state or local government, any political subdivision
thereof, any department, agency, authority or bureau of any of the foregoing, or any other Person exercising
executive, legislative, judicial, regulatory or administrative functions of or pertaining to government.

�Landowner Improvements� shall mean those improvements listed on Table 1 of the Official
Statement.

�Listed Event� 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.

�Official Statement� shall mean the Official Statement, dated May 17, 2007, relating to the Bonds.

�Participating Underwriter� shall mean the original Underwriter of the Bonds required to comply with
the Rule in connection with the offering of the Bonds.

�Person� shall mean any natural person, corporation, partnership, firm, association, Government
Authority or any other Person whether acting in an individual fiduciary, or other capacity.

�Property� shall mean the parcels within the boundaries of the Community Facilities District subject
to Special Taxes.

�Repository� shall mean each National Repository and the State Repository.
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�Rule� shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission under the
Securities Exchange Act of 1934, as the same may be amended from time to time.

�Semiannual Report� shall mean any report to be provided by the Landowner on or prior to
September 1 of each year pursuant to, and as described in, Sections 3 and 4 of this Disclosure Agreement.

�State� shall mean the State of California.

�State Repository� shall mean any public or private repository or entity designed by the State 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.

�Successor� shall mean any Person, other than the Landowner, who owns any portion of the Property.

SECTION 3. Provision of Annual Reports.

(a) The Landowner shall (or upon its receipt of the Annual Report the Dissemination Agent
shall), not later than March 1 of each year, commencing March 1, 2008, provide to each Repository, the
Participating Underwriter and the District an Annual Report which is consistent with the requirements of
Section 4 of this Disclosure Agreement. 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, if any, of the
Landowner may be submitted separately from the balance of the Annual Report and later than the date required
for the filing of the Annual Report if they are not available by that date. In addition, the Landowner shall, or
upon its receipt of the Semiannual Report the Dissemination Agent shall, not later than September 1 of each
year, commencing September 1, 2007, provide to each Repository, the Participating Underwriter and the
District a Semiannual Report which is consistent with the requirements of Section 4 of this Disclosure
Agreement.

(b) Not later than fifteen (15) Business Days prior to the dates specified in subsection (a) for
providing the Annual Report and Semiannual Report to Repositories, the Landowner shall provide the Annual
Report or the Semiannual Report, as applicable, to the Dissemination Agent or shall provide notification to the
Dissemination Agent that the Landowner is preparing, or causing to be prepared, the Annual Report or the
Semiannual Report, as applicable, and the date which the Annual Report or the Semiannual Report, as
applicable, is expected to be available. The Landowner shall provide a written certification with each Annual
Report furnished to the Dissemination Agent and the Fiscal Agent to the effect that such Annual Report
constitutes the Annual Report required to be furnished by it hereunder. If by such date, the Dissemination
Agent has not received a copy of the Annual Report or the Semiannual Report, as applicable, or notification as
described in the preceding sentence, the Dissemination Agent shall contact the Landowner to determine if the
Landowner is in compliance with the requirements of this subsection (b).

(c) If the Dissemination Agent is unable to provide an Annual Report or Semiannual Report to
Repositories by the date required in subsection (a) or to verify that an Annual Report or Semiannual Report
has been provided to Repositories by the date required in subsection (a), the Dissemination Agent shall send a
notice to each Repository in substantially the form attached as Exhibit A.

(d) The Dissemination Agent shall:

(i) determine each year prior to the date for providing the Annual Report and the
Semiannual Report the name and address of each National Repository and the State Repository, if
any; and
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(ii) file a report with the Landowner and the City certifying that the Annual Report or the
Semiannual Report, as applicable, 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 Report and Semiannual Report.

(a) The Landowner�s Annual Report and Semiannual Report shall contain or include by
reference the information which is available as of the date of the filing of the Annual Report or the Semiannual
Report, as applicable, relating to the following:

(i) If information regarding such Person has not previously been included in an Annual
Report, a Semi-Annual Report or the Official Statement, the Development Plan of such Person; or, if
information regarding such Person has previously been included in an Annual Report, a Semi-Annual
Report or the Official Statement, a description of the progress made in the implementation of the
Development Plan of such Person since the date of such information and a description of any
significant changes in such Development Plan and the causes or rationale for such changes.

(ii) If information regarding such Person has not previously been included in an Annual
Report, a Semi-Annual Report or the Official Statement, the Financing Plan of such Person; or, if
information regarding such Person has previously been included in an Annual Report, a Semi-Annual
Report or the Official Statement, an update to Table 5 and a description of any significant changes in
the Financing Plan of such Person and the causes or rationale for such changes.

(iii) A description of any sales of all or any portion of such Person�s Property and of any
material leases of space within any of the buildings located on such Person�s portion of the Property
during the period covered by such Annual Report or Semi-Annual Report, including the identification
of each buyer or lessee and the area that was sold or leased and the length of the applicable lease. (As
used herein, �material lease� means a lease of more than 5,000 square feet.)

(iv) With respect to any portion of the Property owned by such Person and any of its
Affiliates, a statement as to whether any taxes or assessment installments applicable to such portion of
the Property are delinquent.

(v) A description of any change in the ownership structure of such Person and/or the
financial condition of such Person or any of its Affiliates if such change in ownership structure and/or
financial condition could materially interfere with such Person�s ability to complete its Development
Plan.

(vi) Any amendments to land use entitlements for any portion of the Property owned by
such Person that could have a material adverse effect on such Person�s most recently disclosed
Financing Plan or Development Plan or on the ability of such Person, or any Affiliate of such Person,
to pay installments of Special Taxes when due.

(vii) Any precondition to commencement or continuation of development on any portion
of the Property owned by such Person imposed by a governmental entity after the date of issuance of
the Bonds which has not been previously disclosed and which could have a material adverse affect, or
any change in the status of any such precondition that was previously disclosed in the Official
Statement, an Annual Report or a Semi-Annual Report, which could have a material adverse effect on
such Person�s most recently disclosed Financing Plan or Development Plan or on the ability of such
Person, or any Affiliate of such Person, to pay installments of Special Taxes when due.
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(viii) Any previously undisclosed legislative, administrative or judicial challenges to
development on any portion of the Property owned by such Person, or any material change in the
status of any such challenge that was previously disclosed in the Official Statement, an Annual Report
or a Semi-Annual Report, that could have a material adverse effect on such Person�s most recently
disclosed Financing Plan or Development Plan or on the ability of such Person, or any Affiliate of
such Person, to pay installments of Special Taxes when due.

(ix) An update of the status of any previously reported Listed Event described in
Section 5.

(b) In the event that as a result of subsequent amendment of the Rule, interpretive releases, no-
action letters or other official guidance from the Securities and Exchange Commission or its staff, the
information required to satisfy the Rule shall differ from the information described above, the Landowner shall
provide to the Dissemination Agent such other information as is available to the Landowner and not otherwise
readily available to the District.

(c) Any and all of the items listed above may be included by specific reference to other
documents, including official statements of debt issues which have been submitted to 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 Landowner shall clearly
identify each such other document so included by reference.

SECTION 5. Reporting of Significant Events.

(a) Pursuant to the provisions of this Section 5, the Landowner shall give, or cause to be given,
notice of the occurrence of any of the following events with respect to the Bonds, if material under paragraphs
(b) and (c):

(i) failure to pay any real property taxes, special taxes or assessments levied within the
District on a parcel owned by the Landowner or any Affiliate;

(ii) damage to or destruction of any of the Landowner Improvements or the District
Improvements which has a material adverse effect on the value of the parcels owned by the
Landowner or any Affiliate;

(iii) material default by the Landowner or any Affiliate on any loan with respect to the
construction or permanent financing of the Landowner Improvements;

(iv) material default by the Landowner or any Affiliate on any loan secured by property
within the District owned by the Landowner or any Affiliate;

(v) payment default by the Landowner or any Affiliate located in the United States on
any loan of the Landowner or any Affiliate (whether or not such loan is secured by property within the
District) which is beyond any applicable cure period in such loan;

(vi) the filing of any proceedings with respect to the Landowner or any Affiliate, in which
the Landowner or any Affiliate, may be adjudicated as bankrupt or discharged from any or all of their
respective debts or obligations or granted an extension of time to pay debts or a reorganization or
readjustment of debts; and

(vii) the filing of any lawsuit against the Landowner or any of its Affiliates located in the
United States which, in the reasonable judgment of the Landowner, will adversely affect the
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completion of the District Improvements, the Landowner Improvements or the development of parcels
owned by the Landowner or its Affiliates within the District, or litigation which if decided against the
Landowner, or any of its Affiliates, in the reasonable judgment of the Landowner, would materially
adversely affect the financial condition of the Landowner or its Affiliates.

(viii) the assumption of any obligation by a Successor pursuant to Section 6 hereof.

(b) Whenever the Landowner obtains knowledge of the occurrence of a Listed Event, the
Landowner shall as soon as possible determine if such event would be material under applicable federal
securities laws.

(c) If the Landowner determines that knowledge of the occurrence of a Listed Event would be
material under applicable federal securities laws, the Landowner shall promptly file a notice of such
occurrence with the Dissemination Agent which shall then distribute such notice to the Municipal Securities
Rulemaking Board and each State Repository, with a copy to the City.

(d) The Landowner shall also give notice immediately upon the occurrence of any of the
following events (to the extent the Landowner has actual knowledge thereof) in accordance with the
procedures set forth in (c) above: (i) a sale or transfer of all or substantially all of the Landowner�s assets, and
(ii) a change in the identity of the managing member of the Landowner.

SECTION 6. Termination of Reporting Obligation. The Landowner�s obligations hereunder shall
terminate (except as provided in Section 12) upon the earlier to occur of (a) the legal defeasance, prior
redemption or payment in full of all the Bonds or (b) the date on which those portions of the Rule which
require this written undertaking are held to be invalid by a court of competent jurisdiction in a non-appealable
action, have been repealed retroactively or otherwise do not apply to the Bonds. The Landowner�s obligations
hereunder shall terminate with respect to any portion of the Property on the date such obligations have been
assumed by one or more Successors or Affiliates thereof pursuant to an Assumption Agreement. The
Landowner�s obligations under this Disclosure Agreement with respect to a Person that purchased Property
from the Landowner shall terminate upon the earlier to occur of (i) the date on which the Landowner�s
obligations with respect to such Person are assumed under an Assumption Agreement entered into pursuant to
Section 6 or (ii) the date on which all Special Taxes applicable to the portion of the Property owned by such
Person and its Affiliates are prepaid in full; provided, however, until the occurrence of either of the events
described in clauses (i) and (ii), the Landowner�s obligations hereunder with respect to each Successor, if any,
shall remain in full force and effect. Upon the occurrence of any such termination prior to the final maturity of
the Bonds, the Landowner shall cause the Dissemination Agent to give notice of such termination in the same
manner as for a Listed Event under Section 5(c). Notwithstanding the foregoing, the Landowner shall have no
obligation to provide Semi-Annual Reports pursuant to Section 3 subsequent to the date on which it provides
an Annual Report or a Semi-Annual Report which indicates that the then-applicable Development Plan for
each portion of the Property has been fully implemented and such subsequent Annual Report shall be limited
to the items listed under Section 4(iii), (iv), (v) and (ix) hereof.

SECTION 7. Dissemination Agent. The Landowner may from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Agreement, and may
discharge any such Dissemination Agent, with or without appointing a successor Dissemination Agent. If the
Dissemination Agent is not the Landowner, the Dissemination Agent shall not be responsible in any manner
for the content of any notice or report prepared by the Landowner pursuant to this Disclosure Agreement. The
Dissemination Agent may resign (i) by providing thirty days written notice to the Landowner, the City, the
Participating Underwriter and the Fiscal Agent (if the Fiscal Agent is other than the Dissemination Agent) and
(ii) upon appointment of a new Dissemination Agent hereunder.
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SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Agreement, the Landowner may amend this Disclosure Agreement, and any provision of this Disclosure
Agreement may be waived, provided that the following conditions are satisfied:

(a) if the amendment or waiver relates to the provisions of Sections 3(a), 4 or 5, it may only be
made in connection with a change in circumstances that arises from a change in legal requirements, change in
law, or change in the identity, nature or status of an obligated person with respect to the Bonds, or the type of
business conducted;

(b) this Disclosure Agreement, as amended or taking into account such waiver, would, in the
opinion of nationally recognized bond counsel addressed to the City, the Fiscal Agent and the Participating
Underwriter, have complied with the requirements of the Rule at the time of the original issuance of the Bonds,
after taking into account any amendments or interpretations of the Rule, as well as any change in
circumstances;

(c) the amendment or waiver either (i) is approved by the Bondowners in the same manner as
provided in the Agreement for amendments to the Agreement with the consent of Bondowners, or (ii) does not,
in the opinion of nationally recognized bond counsel addressed to the Authority and the Fiscal Agent,
materially impair the interests of the Bondowners or Beneficial Owners of the Bonds; and

(d) the Landowner, or the Dissemination Agent, shall have delivered copies of the amendment
and any opinions delivered under (b) and (c) above to the City and the Participating Underwriter.

In the event of any amendment or waiver of a provision of this Disclosure Agreement, the Landowner
shall describe such amendment in the next Annual Report or Semiannual Report, and shall include, as
applicable, a narrative explanation of the reason for the amendment or waiver and its impact on the type (or, in
the case of a change of accounting principles, on the presentation) of financial information or operating data
being presented by the Landowner. In addition, if the amendment relates to the accounting principles to be
followed in preparing financial statements, (i) notice of such change shall be given to the Municipal Securities
Rulemaking Board, the State Repository, if any, and the Repositories; and (ii) the Annual Report for the year
in which the change is made should present a comparison (in narrative form and also, if feasible, in
quantitative form) between the financial statements as prepared on the basis of the new accounting principles
and those prepared on the basis of the former accounting principles. The comparison of financial data
described in clause (ii) of the preceding sentence shall be provided at the time financial statements, if any, are
filed under Section 4(a)(viii) hereof.

SECTION 9. Additional Information. Nothing in this Disclosure Agreement shall be deemed to
prevent the Landowner 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 Landowner 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 Landowner 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.

The Landowner acknowledges and understands that other state and federal laws, including but not
limited to the Securities Act of 1933 and Rule 10b-5 promulgated under the Securities Exchange Act of 1934,
may apply to the Landowner, and that under some circumstances compliance with this Disclosure Agreement,
without additional disclosures or other action, may not fully discharge all duties and obligations of the
Landowner under such laws.
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SECTION 10. Default. In the event of a failure of the Landowner to comply with any provision of
this Disclosure Agreement, any Participating Underwriter or any Bondowner or Beneficial Owner of the
Bonds may take such actions as may be necessary and appropriate, including seeking mandate or specific
performance by court order, to cause the Landowner 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 Indenture, and the sole remedy under this Disclosure Agreement in the event of any failure
of the Landowner to comply with this Disclosure Agreement shall be an action to compel performance.

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 Landowner
agrees to indemnify, defend and save the Dissemination Agent, its officers, directors, employees and agents,
harmless against any loss, expense and liabilities which they may incur arising out of or in the exercise or
performance of theirs powers and duties hereunder, including the costs and expenses (including attorneys fees)
of defending against any claim of liability, but excluding liabilities due to the Dissemination Agent�s
negligence or willful misconduct. The Dissemination Agent shall not be deemed to be acting in any fiduciary
capacity for the Landowner, the Participating Underwriter, Bondowners or Beneficial Owners or any other
party. The Dissemination Agent may rely and shall be protected in acting or refraining from acting upon a
direction from the Landowner or an opinion of nationally recognized bond counsel. The obligations of the
Landowner under this Section shall survive resignation or removal of the Dissemination Agent and payment of
the Bonds. No person shall have any right to commence any action against the Dissemination Agent seeking
any remedy other than to compel specific performance of this Disclosure Agreement. Any company
succeeding to all or substantially all of the Dissemination Agent�s corporate trust business shall be the
successor to the Dissemination Agent hereunder without the execution or filing of any paper or any further act.

The Dissemination Agent will not, without the Landowner�s prior written consent, settle, compromise
or consent to the entry of any judgment in any pending or threatened claim, action or proceeding in respect of
which indemnification may be sought hereunder unless such settlement, compromise or consent includes an
unconditional release of the Landowner and its controlling persons from all liability arising out of such claim,
action or proceedings. If a claim, action or proceeding is settled with the consent of the Landowner or if there
is a final judgment (other than a stipulated final judgment without the approval of the Landowner) for the
plaintiff in any such claim, action or proceeding, with or without the consent of the Landowner, the Landowner
agrees to indemnify and hold harmless the Dissemination Agent to the extent described herein.

SECTION 12. Landowner as Independent Contractor. In performing under this Disclosure
Agreement, it is understood that the Landowner is an independent contractor and not an agent of the City.

SECTION 13. 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.
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SECTION 14 . Beneficiaries. This Disclosure Agreement shall inure solely to the benefit of the
Landowner, the City, the Dissemination Agent, the Participating Underwriter and Bondowners and Beneficial
Owners from time to time of the Bonds, and shall create no rights in any other person or entity.

STONERIDGE CENTRE PARTNERS, L.P., a
California limited partnership

By:
Name:
Title:

WELLS FARGO BANK, NATIONAL
ASSOCIATION, as Dissemination Agent

By:
Authorized Officer
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EXHIBIT A

NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT

Name of the Issuer: Community Facilities District No. 5 of the City of Moreno Valley, County of
Riverside, State of California

Name of Bond Issue: Community Facilities District No. 5 of the City of Moreno Valley 2007
Special Tax Bonds

Date of Issuance: May 17, 2007

NOTICE IS HEREBY GIVEN that __________ has not provided an [Annual Report or Semiannual
Report] with respect to the above-named Bonds as required by the Continuing Disclosure Agreement of the
Developer. [The Landowner anticipates that such [Annual Report or Semiannual Report] will be filed not later
than __________, ____.]

Dated: ____________________

WELLS FARGO BANK, NATIONAL
ASSOCIATION, as Dissemination Agent

cc: City of Moreno Valley
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May 31, 2007 

Mayor and City Council 
City of Moreno Valley 
14177 Frederick Street 
Moreno Valley, California 
 

BOND OPINION 
 
 

$5,870,000 
COMMUNITY FACILITIES DISTRICT NO. 5 

OF THE CITY OF MORENO VALLEY 
2007 SPECIAL TAX BONDS 

 
Ladies and Gentlemen: 
 

We have acted as bond counsel in connection with the issuance by the City of Moreno 
Valley (the “City”) for and on behalf of Community Facilities District No. 5 of the City of 
Moreno Valley (the “District”) situated in and formed by the City, of $5,870,000 aggregate 
principal amount of the Community Facilities District No. 5 of the City of Moreno Valley  2007 
Special Tax Bonds (the “Bonds”).  The Bonds are issued pursuant to the provisions of the Mello-
Roos Community Facilities Act of 1982, as amended, being Chapter 2.5 (commencing with 
Section 53311) of Part 1 of Division 2 of Title 5 of the Government Code of the State of 
California (the “Act”), a resolution adopted by the City Council on May 8, 2007 (the 
“Resolution”), and a Fiscal Agent Agreement, dated as of May 1, 2007 (the “Fiscal Agent 
Agreement”), between the City and Wells Fargo, National Association, as fiscal agent (the 
“Fiscal Agent”). 

We have examined the Act, the Resolution, the Fiscal Agent Agreement and certified 
copies of the proceedings taken for the issuance and sale of the Bonds.  As to questions of fact 
which are material to our opinion, we have relied upon the representations of the City without 
having undertaken to verify the accuracy of any such representations by independent 
investigation. 

Based upon such examination, we are of the opinion, as of the date hereof, that the 
proceedings referred to above have been taken in accordance with the laws and the Constitution 
of the State of California, and that the Bonds, having been issued in duly authorized form and 
executed by the proper officials and delivered to and paid for by the purchaser thereof, and the 
Fiscal Agent Agreement having been duly authorized and executed by the proper official, 
constitute the legally valid and binding obligations of the City, for and on behalf of the District, 
enforceable in accordance with their terms subject to the qualifications specified below.  Except 
where funds are otherwise available, as may be permitted by law, the Bonds are payable, as to 
both principal and interest, solely from certain special taxes to be levied and collected within the 
District and other funds available therefor held under the Fiscal Agent Agreement. 
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The Internal Revenue Code of 1986, as amended (the “Code”), sets forth certain 
investment, rebate and related requirements which must be met subsequent to the issuance and 
delivery of the Bonds for the interest on the Bonds to be and remain exempt from federal income 
taxation.  Noncompliance with such requirements could cause the interest on the Bonds to be 
subject to federal income taxation retroactive to the date of issuance of the Bonds.  Pursuant to 
the Fiscal Agent Agreement, the City has covenanted to comply with the requirements of the 
Code and applicable regulations promulgated thereunder. 

We are of the opinion that, under existing statutes, regulations, rulings and court 
decisions, and assuming compliance by the District with the aforementioned covenant, the 
interest on the Bonds is excluded from gross income for purposes of federal income taxation and 
is exempt from personal income taxation imposed by the State of California. 

We are further of the opinion that interest on the Bonds is not a specific preference item 
for purposes of the alternative minimum tax provisions of the Code.  However, interest on the 
Bonds received by corporations will be included in corporate adjusted current earnings, a portion 
of which may increase the alternative minimum taxable income of such corporations. 

The difference between the issue price of a Bond (the first price at which a substantial 
amount of the Bonds of the same maturity is to be sold to the public) and the stated redemption 
price at maturity with respect to such Bond constitutes original issue discount, and the amount of 
original issue discount that accrues to the owner of the 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. 

Although interest on the Bonds is excluded from gross income for purposes of federal 
income taxation, the accrual or receipt of interest on the Bonds may otherwise affect the federal 
income tax liability of the recipient.  The extent of these tax consequences will depend on the 
recipient’s particular tax status or other items of income or deduction.  We express no opinion 
regarding any such consequences. 

The opinions expressed herein may be affected by actions which may be taken (or not 
taken) or events which may occur (or not occur) after the date hereof. We have not undertaken to 
determine, or to inform any person, whether any such actions or events are taken or occur or are 
not taken or do not occur. 

The rights of the owners of the Bonds and the enforceability of the Bonds and the Fiscal 
Agent Agreement may be subject to bankruptcy, insolvency, moratorium and other similar laws 
affecting creditors’ rights heretofore or hereafter enacted, and their enforcement may be subject 
to the exercise of judicial discretion in accordance with general principles of equity. 

Respectfully submitted, 
 
 
 
BEST BEST & KRIEGER LLP 
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APPENDIX H

BOOK-ENTRY-ONLY SYSTEM

The information in this section concerning DTC and DTC�s book-entry only system has been obtained
from sources that the District believes to be reliable, but the District takes no responsibility for the
completeness or accuracy thereof. The following description of the procedures and record keeping with
respect to beneficial ownership interests in the Bonds, payment of principal, premium, if any, accreted value, if
any, and interest on the Bonds to DTC Participants or Beneficial Owners, confirmation and transfers of
beneficial ownership interests in the Bonds and other related transactions by and between DTC, the DTC
Participants and the Beneficial Owners is based solely on information provided by DTC.

The Depository Trust Company (�DTC�), New York, NY, will act as securities depository for the
Bonds (the �Bonds�). The 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 Bonds, 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� within the meaning of the New York Uniform
Commercial Code, and a �clearing agency� registered pursuant to the provisions of Section 17A of the
Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 2.2 million issues of U.S.
and non-U.S. equity issues, corporate and municipal debt issues, and money market instruments from over 100
countries that DTC�s participants (�Direct Participants�) deposit with DTC. DTC also facilitates the post-trade
settlement among Direct Participants of sales and other securities transactions in deposited securities, through
electronic computerized book-entry transfers and pledges between Direct Participants� accounts. This
eliminates the need for physical movement of securities certificates. Direct Participants include both U.S. and
non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations, and certain other
organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation
(�DTCC�). DTCC, in turn, is owned by a number of Direct Participants of DTC and Members of the National
Securities Clearing Corporation, Fixed Income Clearing Corporation and Emerging Markets Clearing
Corporation (NSCC, FICC, and EMCC, also subsidiaries of DTCC), as well as by the New York Stock
Exchange, Inc., the American Stock Exchange LLC, and the National Association of Securities Dealers, Inc.
Access to the DTC system is also available to others such as both U.S. and non-U.S. securities brokers and
dealers, banks, trust companies, and clearing corporations that clear through or maintain a custodial
relationship with a Direct Participant, either directly or indirectly(�Indirect Participants�). DTC has Standard
& Poor�s highest rating: AAA. The 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 Bonds under the DTC system must be made by or through Direct Participants, which
will receive a credit for the Bonds on DTC�s records. The ownership interest of each actual purchaser of each
Bond (�Beneficial Owner�) is in turn to be recorded on the Direct and Indirect Participants� records.
Beneficial Owners will not receive written confirmation from DTC of their purchase. Beneficial Owners are,
however, expected to receive written confirmations providing details of the transaction, as well as periodic
statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner
entered into the transaction. Transfers of ownership interests in the 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 Bonds, except in the event that
use of the book-entry system for the Bonds is discontinued.
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To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are registered
in the name of DTC�s partnership nominee, Cede & Co., or such other name as may be requested by an
authorized representative of DTC. The deposit of 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 Bonds; DTC�s records reflect only the identity of the Direct Participants
to whose accounts such Bonds are credited, which may or may not be the Beneficial Owners. The Direct and
Indirect Participants will remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners
will be governed by arrangements among them, subject to any statutory or regulatory requirements as may be
in effect from time to time. Beneficial Owners of Bonds may wish to take certain steps to augment the
transmission to them of notices of significant events with respect to the Bonds, such as redemptions, tenders,
defaults, and proposed amendments to the Bond documents. For example, Beneficial Owners of Bonds may
wish to ascertain that the nominee holding the Bonds for their benefit has agreed to obtain and transmit notices
to Beneficial Owners. In the alternative, Beneficial Owners may wish to provide their names and addresses to
the registrar and request that copies of notices be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the Bonds within a maturity 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 any other DTC nominee) will consent or vote with respect to
Bonds unless authorized by a Direct Participant in accordance with DTC�s procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to the 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 Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy).

Principal, redemption price and interest payments on the Bonds will be made to Cede& Co., or such
other nominee as may be requested by an authorized representative of DTC. DTC�s practice is to credit Direct
Participants� accounts upon DTC�s receipt of funds and corresponding detail information from the District or
the Fiscal Agent, on payable date in accordance with their respective holdings shown on DTC�s records.
Payments by Participants to Beneficial Owners will be governed by standing instructions and customary
practices, as is the case with securities held for the accounts of customers in bearer form or registered in �street
name,� and will be the responsibility of such Participant and not of DTC, the Fiscal Agent, or the 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 of DTC) is the responsibility of the District or the Fiscal Agent, disbursement of such
payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments to the
Beneficial Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the Bonds at any time by
giving reasonable notice to the District or the Fiscal Agent. Under such circumstances, in the event that a
successor depository is not obtained, Bond certificates are required to be printed and delivered.

The District may decide to discontinue use of the system of book-entry-only transfers through DTC
(or a successor securities depository). In that event, Bond certificates will be printed and delivered.
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