APPENDIX B
COMMUNITY FACILILITIES DISTRICT NO. 1
(MIRAMAR RANCH NORTH)
CITY OF SAN DIEGO

RATE AND METHOD OF APPORTIONMENT OF SPECIAL TAX

INTRODUCTION

Special taxes shall be annually levied on all Assessor’s Parcels (as hereinafter defined) in
Community Facilities District No. 1 (Miramar Ranch North) of the City of San Diego, County of
San Diego, State of California (the “District”), in accordance with the rates and method of
apportionment of special taxes hereinafter set forth.

A Definitions. The following terms shall have the meaning specified below:

Acre or Acreage: The area of an Assessor’s Parcel as shown on the latest map of
the County Assessor of the County of San Diego, or if the area of an Assessor’s
Parcel is not shown on such a map, the area shall be as shown on a current
recorded subdivision map, parcel map, record of survey or other recorded
document creating or describing the Assessor’s Parcel. If the preceding maps are
not available, the area shall be determined by the City Engineer.

Annual Special Tax Levy: The aggregate amount of special taxes to be levied in
any Fiscal Year to (i) pay principal of and interest due and payable on the bonds
of the District during the next ensuing Bond Year, and the cost of the registration,
transfer, and exchange of such bonds and/or to pay directly for the acquisition or
construction of authorized public capital facilities, (ii) maintain the required
amount in the reserve fund for the bonds, and (iii) pay administrative expenses of
the City estimated to be incurred during the Fiscal Year in connection with the
levy and collection of special taxes. Items (i) through (iii) shall be reduced by
available bond reserve earnings, debt service payments pursuant to Section G
herein, and other interest earnings described in the bond resolution, except those
earnings that may be required for rebate purposes.

Assessor’s Parcel: A parcel of land in the District designated and assigned a
discrete identifying number on a map of the County Assessor of the County of
San Diego.

Bond Year: The period beginning on the day after a bond principal payment date
and ending on the bond principal date occurring twelve months later.



Building Permit Special Tax: The specified dollar amount due and payable to the
District at the issuance of a building permit as described in Section C below.

Building Permit Special Tax Account: Account established by the District for
deposit of Building Permit Special Tax proceeds.

Commercial Property: The Acreage of an Assessor’s Parcel of Developed
Property within the District, the boundaries of which are delineated on a recorded
map, which has been zoned for commercial use.

Community Plan: The Miramar Ranch North Community Plan approved by the
City Council of the City of San Diego on May 21, 1987, and as such plan may be
amended from time to time.

Company: Miramar Ranch North, a California general partnership.

Debt Service Requirement: Means an amount in each Fiscal Year in which the
District bonds are outstanding equal to 110% of the scheduled debt service on the
District bonds of such Fiscal Year.

Developed Property: Assessor’s Parcels in the District for which a building
permit has been issued prior to March 1 preceding any Fiscal Year. For
commercial, industrial, and other land uses, if a permit has not been issued by the
time 75 percent of the Residential Property building permits have been issued as
shown in the Community Plan, then all of such property shall be classified as
Developed Property.

Exempt Property: Assessor’s Parcels of property existing at the time of the
establishment of the District or which will be conveyed, dedicated, or irrevocably
offered for dedication to a public agency pursuant to the Community Plan which
are exempt from the levy of special taxes, including property owned by a public
agency which is in public use; property which is utilized for public utility
purposes and which is not occupied on a regular basis by employees of the utility;
property irrevocably dedicated to a public agency for public use; property owned
by a church and utilized for church purposes; property owned by a homeowners’
association; property which is zoned for open space; property used as a golf
course other than clubhouse facilities; and property which has no intrinsic value
upon foreclosure, such as sliver parcels at entries and perimeter landscape parcels;
such Assessor’s parcels shall not exceed 763 acres.

Extraordinary Special tax: Represents the difference, in any Fiscal Year,
between the Total Projected Special Tax Deficiency and the revenues held by the
District in lieu of the Extraordinary Special Tax as described in the Indenture. If,
in any Fiscal Year, the Total Projected Special Tax Deficiency is less than or
equal to the revenues held by the District in lieu of the Extraordinary Special Tax,
then the Extraordinary Special Tax shall not apply.



Extraordinary Special Tax Account: Means the amounts deposited, in any Fiscal
Year, from the Extraordinary Special Tax levy and amounts withdrawn, in any
Fiscal Year, pursuant to the Indenture.

Fiscal Year: The period beginning on July 1 and ending on the following June
30.

Full Buildout: When there no longer remain Assessor’s Parcels classified as
Undeveloped Property.

Industrial Property: The Acreage of an Assessor’s Parcel of Developed Property
within the District, the boundaries of which are delineated on a recorded map,
which has been zoned for industrial use.

Indenture: The Bond Indenture dated as of June 1, 1991, by and between the City
of San Diego, on behalf of the District, and Bank of America National Trust and
Savings Association, as it may be amended or supplemented from time to time.

Land Use Category: A classification of property specified in Section B below.

Maximum Special Tax Rates: The amount of special taxes specified in Section C
and Section H for Assessor’s Parcels within the District.

Merchant Builder: Any builder of production homes to be sold to the primary
home sale market within the District.

Neighborhood: The area included within a final subdivision map or such area
mutually agreed upon by the city and a Merchant Builder taking into account such
factors as similarity of housing product type within the area and the timing of
construction and new home sales.

Other Property: The Acreage of any Assessor’s Parcel of Developed Property
within the District, the boundaries of which are delineated by a recorded map, and
the zone and use of which is not Residential, Commercial, Industrial or Exempt
Property.

Projected Special Tax Deficiency: Means the amount derived by subtracting the
Projected Special Taxes from the Debt Service Requirement in the Fiscal Years in
which the Projected Special Taxes are less than the Debt Service Requirement.

Projected Special Taxes: Means an amount in each Fiscal Year in which the
District bonds are outstanding, equal to the summation of special taxes anticipated
to be collected from Developed Property and Undeveloped Property in such
Fiscal Year. As of July 1, 1992 and annually as of each July 1 thereafter that any
District bonds remain outstanding, the District shall cause a Special Tax
Consultant to determine the projected maximum special taxes that could be levied



on all Taxable Property within the District in each ensuing Fiscal Year in which
District bonds are outstanding. The determination by the Special Tax Consultant
of the Projected Special Tax shall be based upon the reasonable projections of
development provided by the property owners of the Taxable Property within the
District (projections to be provided to Special Tax Consultant by the property
owners of Undeveloped Property on or before March 15 each Fiscal Year
Projected Special Taxes are to be calculated until such time as Full Buildout
occurs); provided, however, such development projections may not exceed the
maximum development permitted by then applicable final subdivision maps,
tentative subdivision maps, the Community Plan, the Development Agreement
and the Settlement Agreement.

Residential Property: An Assessor’s Parcel of Developed Property within the
District, the boundaries of which are delineated on a recorded map, which has
been zoned for residential use.

Series A Bonds: The $35,340,000 principal amount of City of San Diego,
Community Facility District No. 1 (Miramar Ranch North), Special Tax Bonds,
1991 Series A.

Square Feet of Improvement: The livable area of improvement of Residential
Property as shown on the building permit initially issued for the property.

Total Projected Special Tax Deficiency: Means the present value of the Projected
Special Tax Deficiency for each of the remaining Fiscal Years in which the
District bonds are outstanding. The discount rate used for purposes of this
calculation shall be a fixed reinvestment rate determined at the time of
calculation.

Undeveloped Property: All Assessor’s Parcels in the District not classified as
Developed Property or Exempt Property.

Land Use Categories and Classification of Property. The land use categories to
which Assessor’s Parcels in the District shall be assigned are:

Land Use Category 1 — Residential Property
Land Use Category 2 — Commercial Property
Land Use Category 3 — Industrial Property
Land Use Category 4 — Other Property

Land Use Category 5 — Undeveloped Property
Land Use Category 6 — Exempt Property

As of July 1 of each Fiscal Year, commencing with July 1, 1991, using the
definitions in Section A above, the City shall cause each Assessor’s Parcel in the
District to be classified into one of the Land Use Categories above.



C. Maximum Special Tax Rates. The Maximum Special Tax Rates for Assessor’s
Parcels in Land Use Categories 1 through 6, commencing with July 1, 1994, are
specified in Table 1, below:

TABLE 1
MAXIMUM SPECIAL TAX RATES
LAND USE
CATEGORY DESCRIPTION MAXIMUM SPECIAL TAX RATE

1 Residential $0.92 per Square Foot of Improvement rounded to the

nearest hundred square feet

2 Commercial $12,000 per Acre

3 Industrial $12,000 per Acre

4 Other $12,000 per Acre

5 Undeveloped $16,000 per Acre and, if applicable, the Extraordinary

Special Tax levy per Acre as determined in Section H

6 Exempt None

1. Beginning with Fiscal Year 1993/1994, the Building Permit Special Tax
will be determined as follows:

a.

At the time of issuance of building permits within the District,
Company, or its successors and assigns, shall pay the Building
Permit Special Tax to the District in an amount equal to (i) $0.92
per Square Foot of Improvement with respect to Residential
Property and (ii) $12,000 per Acre with respect to Commercial,
Industrial and Other Property. The equivalent square feet of
improvement for Commercial, Industrial, and Other Property shall
be computed at 13,000 square feet per Acre. Payment of the
Building Permit Special Tax shall be levied until building permits
have been issued representing a total of two million (2,000,000)
square feet of development within the District. All Building
Permit Special Tax proceeds shall be deposited in the Building
Permit Special Tax Account (the “Account”) and invested and
reinvested in Authorized Investments (as defined in the Indenture).
Any income realized from such investments shall be deposited in
the Account.

The funds in the Account may be drawn upon only as a result of
and to the extent funds in the Bond Service Account (as
established by the Indenture), without taking into account transfers
from the Reserve Account (as established by the Indenture), are
insufficient to pay debt service of the Series A bonds as a result of
nonpayment of special taxes on Undeveloped Property. If the




District draws on funds in the Account and thereafter receives
payment of the delinquent special taxes or proceeds of a
foreclosure sale of the parcel(s) of land for which the special taxes
were not paid, such payments and proceeds not required to
reimburse the District for its costs of collection shall be deposited
in the Account.

Funds in the Account shall be released to the payor(s) of the
Building Permit Special Taxes in an appropriate and equitable
reimbursement method as determined by the City Manager which
release payments shall occur not later than the issuance of building
permits representing a total of three million two hundred thousand
(3,200,000) square feet of improvement within the District.

2. Beginning with Fiscal Year 1994/1995, the Maximum Special Tax Rates
may be increased annually determined as follows:

a.

As of March 15, 1991 and each Fiscal Year thereafter, the City
Engineer or his designed shall obtain improvement cost
information form the Company and all other appropriate sources,
and estimate the increase, if any, in the estimated cost of
improvements (which cost shall include construction and related
incidentals, but exclude financing) of the District over the
estimated cost of improvements (which cost shall include
construction and related incidentals, but exclude financing) of the
District contained in the Report of Engineer, or as last determined,
whichever is more recent.

Divide the estimated increase in improvement cost determined in a.
above by the estimated improvement cost for all improvements as
last determined to obtain the percentage increase.

As of July 1, 1994 and each Fiscal Year thereafter, compute the
Square Feet of Improvement of Residential, Commercial,
Industrial and Other Property for which building permits have been
issued, including any units or Acres that have not been classified as
Developed Property, but are part of the same subdivision map
creating lots or parcels for such Residential, Commercial,
Industrial, and Other Property. The equivalent Square Feet of
Improvement for Commercial, Industrial, and Other Property shall
be computed at 13,000 square feet per Acre. Subtract this sum
from the total of Square Feet of Improvement expected to be
constructed in the District, which total is 6,500,000 square feet.
The result represents the number of Square Feet of Improvement
remaining to be constructed (the “Remaining Square Feet of
Improvement”).



Divide the Remaining Square Feet of Improvement by 6,500,000
to obtain the percentage remaining to be constructed.

Divide the percentage increase in construction costs (b. above) by
the percentage of Square Feet of Improvement remaining to be
constructed (d. above). This is the percentage by which to increase
the Maximum Special Tax Rates (as last increased) to obtain the
Maximum Special Tax Rates for properties classified as Developed
Property as of July 1 of the next Fiscal Year. However, such
Maximum Special Tax Rates shall not be increased (to account for
increases in construction costs) above the amounts shown on Table
2, below:

TABLE 2
MAXIMUM SPECIAL TAX RATES
LAND USE
CATEGORY DESCRIPTION INCREASED MAXIMUM SPECIAL TAX RATE
1 Residential $1.37 per Square Foot of Improvement rounded to the
nearest hundred square feet
2 Commercial $18,000 per Acre
3 Industrial $18,000 per Acre
4 Other $18,000 per Acre
5 Undeveloped $17,000 per Acre and, if applicable, the Extraordinary
Special Tax levy per Acre as determined in Section H
6 Exempt None
3. A Maximum Special Tax Rate will be assigned to Assessor’s Parcels
classified as Developed Property as of July 1 of the Fiscal Year in which
such classification occurs.
4. The Maximum Special Tax Rate to be assigned to Assessor’s Parcels

classified as Developed Property as of July 1 of the Fiscal Year will be
determined as follows:

If the Assessor’s Parcel is Residential, Commercial, Industrial, and Other
Property and part of a subdivision map creating lots or parcels to be
developed for similar use, i.e., single family residences, the Maximum
Special Tax Rate for all lots or parcels of such subdivision shall be the
Maximum Special Tax Rate in effect when the first building permit is
issued for a production dwelling unit (as opposed to a permit issued for a

model home).

Once the Maximum Special Tax Rate is assigned to an Assessor’s Parcel
of Developed Property, it shall not be increased.




Method of Apportionment of Special Taxes.

1. As of July 1 of each Fiscal Year, commencing with July 1, 1991, all
Assessor’s Parcels within the District shall be assigned to one of the Land
Use Categories specified in Section B.

2. The City Council shall determine for each Fiscal Year, the Annual Special
Tax Levy, and, if applicable, the Extraordinary Special Tax Levy pursuant
to Section H.

3. The City Council shall levy the special taxes for each Fiscal Year,

commencing on July 1, 1991 as follows:

a. Levy the special tax at its Maximum Special Tax Rate upon all
Developed Property; however, should this amount exceed the
Annual Special Tax Levy and provided all bonds have been issued,
the special tax will be proportionally reduced.

b. Should this amount be insufficient to satisfy the Annual Special
Tax Levy, the excess shall be levied uniformly upon all
Undeveloped Property.

C. If applicable, the Extraordinary Special Tax shall be levied
uniformly upon all Undeveloped Property according to Section H.

Number of Years of Levy of Maximum Special Tax. The special tax shall be levied
upon an Assessor’s Parcel of Developed Property for a maximum of 25 years.

Manner of Collection of Special Taxes. The special taxes which shall be levied in
each Fiscal Year shall be collected in the same manner as ordinary ad valorem
property taxes are collected and shall be subject to the same penalties and the
same procedure, sale, and lien priority in case of delinquency as is provided for ad
valorem taxes. The special taxes when levied shall be secured by the lien
imposed pursuant to Section 3115.5 of the Streets and Highways Code. This lien
shall be a continuing lien and shall secure each levy of special taxes. The lien of
the special taxes shall continue in force and effect until the special tax obligation
is prepaid, permanently satisfied, and canceled in accordance with Section 53344
of the Government Code or until the special taxes cease to be levied in the manner
provided by Section 53330.5 of the Government Code.

Prepayment of Special Tax Obligation
1. Any owner of Developed Property subject to the special tax may discharge

the special tax obligation in full, or in part at any time, by making payment
as follows:



If all bonds of the District have not been issued, compute the
present value of the remaining payments of special tax, utilizing a
term determined in accordance with Section E above, at the
weighted average coupon rate of the outstanding bonds using the
Maximum Special Tax Rate for the Assessor’s Parcel;

If all bonds of the District have been issued, compute the present
value of the remaining payments of special tax using (i) the lesser
of the remaining term of the outstanding bonds or the years
remaining in which the special tax may be levied on the Assessor’s
Parcel in accordance with Section E above, (ii) the weighted
average coupon rate of the outstanding bonds, and (iii) the
Maximum Special Tax Rate for the Assessor’s Parcel.

Based on the development projections made in connection with the
determination of the Projected Special Taxes, determine the
Assessor’s Parcel’s special tax per square foot for Residential
Property and special tax per acre for Commercial, Industrial and
Other Property that will equate to the Debt Service Requirement.

Subtract from the Assessor’s Parcel’s Maximum Special Tax Rate
the special tax rate determined in 1.b. above to determine the
special tax rate attributable to remaining bond authorization, if any.
If no remaining bond authorization exists, skip to 1.f. and steps 1.d.
and 1.e. will not apply.

Determine the Assessor’s Parcel’s percentage of the Maximum
Special Tax Rate attributable to remaining bond authorization by
dividing 1.c. above by the Assessor’s Parcel’s Maximum Special
Tax Rate.

Multiply the percentage obtained in 1.d. above by the amount
determined in 1.a. above to determine the amount of prepayment
attributable to remaining bond authorization.

Multiply the amount in l.a. above by the owner’s desired
prepayment percentage to determine the prepayment amount. A
Merchant Builder who desires to prepay all or part of the special
taxes shall be required to use a prepayment percentage necessary to
ensure that all Residential units within the same Neighborhood are
subject to the same Maximum Special Tax Rate as a result of the
prepayment. Such uniform Maximum Special Tax Rate shall be
established at or prior to the issuance of the building permit for the
first production Residential Unit within a Neighborhood. Special
Tax prepayments to be made by a Merchant Builder shall be made
at the issuance of building permits for each production Residential



unit within a Neighborhood. Special Tax prepayments for model
units shall be made at the time of issuance of the building permit
for the first production Residential unit within the Neighborhood.

Subtract from the amount in 1.f. the amount in 1.e. to determine
the amount of prepayment attributable to bond redemption.

1) If the result is greater than zero, enter the positive amount
at 1.h. and the amount determined in 1.e. at 1.j.

@) If the result is less than or equal to zero, skip to 1.j. and
enter the amount determined in 1.f.

Enter the applicable amount from 1.g. and add the following:
1) Call premium as required in the bond instrument;

@) Interest on the positive amount in 1.g. at the applicable
bond rate for each year, if any, to the next bond call date.

To the result of 1.h. above, subtract the following:

1) The Assessor’s Parcels’ pro rata share of the bond reserve
fund allowance, computed at the rate used in establishing
the reserve fund for outstanding bonds. This shall be
determined by dividing the Assessor’s Parcel’s applicable
square footage by the total square footage as determined in
connection with the determination of Projected Special
Taxes. For purposes of this determination, the square
footage of Commercial, Industrial and Other Property shall
be computed at 13,000 square feet per Acre. The
Assessor’s Parcel’s pro rata share shall be multiplied by the
quotient obtained by dividing 1.g. by the difference
obtained in subtracting from the amount in 1.a. the amount
inle.

@) The interest earnings to be generated at the reinvestment
rate as determined by the City of San Diego from the
discharge date to the next bond call date.

Add the bond redemption amount in 1.i. above, if any, to the
amount attributable to remaining bond authorization in 1.g. above.

To the result of 1.j. above, add the following items to determine
the Assessor’s Parcel’s total prepayment required:



1) Unpaid special taxes, interest and penalties, if any, which
have been entered on the Assessor’s roll;

(@) A $250 administrative fee, increased by the same
percentage increase in the Consumer Price Index, San
Diego all urban consumers index, as of January 1% of each
year.

The Maximum Special Tax Rate for Developed Property applicable to an
Assessor’s Parcel utilizing a prepayment percentage less than 100% shall
be reduced in subsequent Fiscal Years by multiplying the Assessor’s
Parcel’s Maximum Special Tax Rate by prepayment percentage actually
used in Section G.1.f.

H. Extraordinary Special Tax.

1.

As of March 1, 1992 and annually as of each March 1 thereafter, until
such time as the Maximum Special Tax Rates which may be levied on
Developed Property will equal or exceed the Debt Service Requirement or
until Full Buildout, whichever occurs earlier, the District shall cause the
special tax consultant to determine if a Projected Special Tax Deficiency
exists. If a Projected Special Tax Deficiency exists, then the Total
Projected Special Tax Deficiency shall be calculated by the District as
specified in Section A.

The District shall levy the Extraordinary Special Tax, in any Fiscal Year,
under the following circumstances:

a. Initial Levy. The first time the Extraordinary Special Tax is
applicable under Section A, the entire amount determined under
such definition shall be levied uniformly on all Undeveloped
Property and such amount shall be deposited in the Extraordinary
Special Tax Account. Upon determination that the Extraordinary
Special Tax is applicable under Section A, the property owners
have the opportunity to deposit monies or security for the amount
of the Extraordinary Special Tax pursuant to the Official Statement
and Indenture of Trust. A determination of whether the property
owners will use this opportunity must be made prior to the levy of
the Extraordinary Special Tax.

b. Subsequent Levies. In each Fiscal Year subsequent to the initial
levy of the Extraordinary Special Tax as described in H.2.a.above,
an additional Extraordinary Special Tax shall be levied uniformly
on all Undeveloped Property, to the extent the Extraordinary
Special Tax of such Fiscal Year exceeds the Extraordinary Special
Tax Account. To the extent the Extraordinary Special Tax



Account, in any Fiscal Year, exceeds the Extraordinary Special
Tax, then no Extraordinary Special Tax shall be levied in such
Fiscal Year. Upon determination that the Extraordinary Special
Tax is applicable under Section A, the property owners have the
opportunity to deposit monies or security for the amount of the
Extraordinary Special Tax pursuant to the Official Statement and
Indenture of Trust. A determination of whether the property

owners will use this opportunity must be made prior to the levy of
the Extraordinary Special Tax.



