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Description/Analysis

Issue: The Natomas Meadows project consists of approximately 115 gross developable
acres south of Del Paso Road and east of Gateway Park Boulevard. The project includes
approximately 637 single-family lots, 120 condominiums, 135 multifamily units, a 13-
acre park, and a 5-acre detention basin. On September 4, 2007, the City Council
adopted Resolution No. 2007-655 establishing the Natomas Meadows Community
Facilities No. 2007-01 (the “District”) and authorizing the levy of a special tax to
partially reimburse the owner for development fees paid and for costs incurred to
construct public infrastructure. The rate and method of apportionment ("RMA”) that
established the special-tax rates was approved at the time of the District formation. A
portion of the infrastructure had been constructed and eight homes and one affordable
multifamily apartment complex had been built when further construction was halted by
the de facto building moratorium that resulted when FEMA designated the Natomas
Basin as a “Special Flood Hazard Area” in 2008.

The owners of more than 25% of the taxable land in the District have petitioned the City
to modify the RMA. The proposed modifications will split the District into two
improvement areas, allowing the developer more flexibility regarding Mello-Roos bonds
and land use. Current special taxes in the RMA range from $842 to $2,613 per
residential parcel, depending on unit size. Under the proposed modifications, these
special taxes will range from $750 to $1,750 per residential parcel.

Policy Considerations: Modification of the RMA will reduce the tax burden for current
and future homeowners in Natomas Meadows and bring the overall tax burden to less
than 2% of current property values, which is consistent with the California Debt and
Investment Advisory Commission’s guidelines. A reduced tax burden will also make the
new homes more marketable when construction resumes. The modification creating two
improvement areas allows for more land-use and financing flexibility.

Economic Impacts: This report does not have direct economic impacts.

Environmental Considerations: Under California Environmental Quality Act
Guidelines, administration of a special district does not constitute a project, and is
therefore exempt from review.

Sustainability: There are no sustainability considerations applicable to the
administration of assessment districts.

Commission/Committee Action: None

Rationale for Recommendation: The Mello-Roos Community Facilities Act of 1982
requires that the City Council commence proceedings to change a community
facilities district when the owners of more than 25% of the taxable land within the
district submit a petition requesting a change (see Government Code sections
53331 to 53338).
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Financial Considerations: There will be no impact to the General Fund. The developer
will fund fees and improvements and be reimbursed at a later time if and when sufficient
bond proceeds are available.

It is anticipated that there will be two bond sales, one for each improvement area. Until
bonds are sold, the developer will be reimbursed for eligible costs on a pay-as-you-go
basis with available special-tax proceeds. The proposed maximum authorized debt for
the District is $22.0 million, a reduction from the $27.5 million originally authorized.

Emerging Small Business Development (ESBD): City Council approval of these
proceedings is not affected by City policy related to the ESBD Program.
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BACKGROUND

The Natomas Meadows project was entitled as a residential development with single-
family homes, condominiums, multifamily units, and a park. In 2008, due to the
economic downturn and building restrictions resulting from FEMA'’s designation of the
Natomas Basin as a “Special Flood Hazard Area,” construction on the project ceased with
just eight homes and one affordable multifamily housing complex completed. The
Natomas Meadows Community Facilities District (the “District”) was formed to support
the development and is authorized to levy special taxes and issue special-tax bonds, but
the planned issuance was suspended given the then-existing circumstances.

Ownership of the project has since changed hands. To prepare for the resumption of
construction when the FEMA restrictions are lifted, the current owner, Granite Bay
Partners, has proposed modifying the special taxes imposed within the District so that
they better reflect current market conditions. The modifications will lower the maximum
special tax for all residential units and land-use types (which will also provide tax relief
to the current homeowners) and will divide the District into two separate improvement
areas, thereby allowing for more land-use and financing flexibility.

Bond information

The District was formed to finance certain development fees and public improvements
within the public rights-of-way and adjacent public-utility easements of the major public
roads intersecting and bordering the District’s boundaries. On September 4, 2007, the
City Council adopted Resolution No. 2007-656 deeming it necessary to incur bonded
indebtedness to finance those fees and improvements. The proposed modifications to
the District will reduce the special-tax rates and decrease the total amount authorized to
be financed, lowering the maximum authorization from $27.5 million to $22 million. The
following fees, costs, and improvements eligible for District financing do not change:

e On and off-site major street improvements, including traffic signals and the
Gateway Park Boulevard Bridge, stormwater pump-station improvements, water
lines and valves, and park improvements

e North Natomas transit fees, public-facilities fees, and regional park land-
acquisition fees; and City of Sacramento construction excise taxes, park-
development impact fees, water-service tap fees, water-development fees, and
water-meter costs

e Costs of forming the District, levying taxes, and issuing bonds
District Boundaries
The exterior boundaries of the District will remain the same, but the District will be
divided into two separate improvement areas. If the City Council approves moving

forward with modifying the District, a new boundary map will be recorded to desighate
the improvement areas.
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Process to Make Changes to the RMA

The process to modify the District begins with a landowner petition requesting the
modifications, followed by the City Council’s adoption of a “resolution of consideration”
calling for a public hearing where all interested persons have the opportunity to protest
the proposed modifications. If, after the public hearing, the City Council determines to
move forward, then the modifications will be submitted to the District’s “qualified
electors” at a special election and will be implemented only if approved by at least two-
thirds of the votes cast.

Under the Mello-Roos Community Facilities Act of 1982, the “qualified electors” will be
either registered voters or landowners. If more than 11 registered voters reside within
the District, then those voters are the qualified electors, and the proposed modification
of the special taxes must be submitted to them, with each voter having one vote. But if
11 or fewer voters reside within the District, then the qualified electors are the owners of
land within the District, and the modifications must be submitted to them, with each
owner having one voter for every acre or portion of an acre. There are currently 11
registered voters residing within the District, so the vote will be by landowners.

A timeline for the process is in the attached Schedule of Proceedings.
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SCHEDULE OF PROCEEDINGS
NATOMAS MEADOWS COMMUNITY FACILITIES
DISTRICT NO. 2007-01
June 7, 2013 City Clerk Certification of 11 or fewer registered voters (90 days

before Public Hearing)

June 11, 2013 Petitions (from owners of 25% or more of the land) for Change
Consideration delivered to City, Final RMA to City for review

June 11, 2013 Final RMA complete

July 30, 2013 City Council adopts Resolution of Consideration to change RMA (sets
hearing date)

July 31, 2013 Mail Notice of Hearing & Record Amended Boundary Map
August 26, 2013  City Clerk publishes notice of Public Hearing
Sept. 3, 2013 City Council

o Conducts Public Hearing
o Adopts Resolution Calling Special Election

Sept. 4, 2013 Mail Ballots
Dec. 2, 2013 Ballots Due (90 days)
Dec. 10, 2013 City Council

o Adopts Resolution Declaring Results of Special Election

o Adopts Resolution of Change

o Passes for Publication Amendment to Ordinance No. 2007-078
Dec. 11, 2013 Record Notice of “changes”

Dec. 17, 2013 City Council adopts Amended Ordinance
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RESOLUTION NO.

Adopted by the Sacramento City Council
onJuly _ , 2013

RESOLUTION OF CONSIDERATION TO CHANGE THE RATE AND METHOD
OF APPORTIONMENT OF THE EXISTING SPECIAL TAX LEVIED ON
PROPERTY WITHIN NATOMAS MEADOWS COMMUNITY FACILITIES
DISTRICT NO. 2007-01, CITY OF SACRAMENTO, COUNTY OF
SACRAMENTO, STATE OF CALIFORNIA; TO CHANGE THE
APPROPRIATIONS LIMIT AND THE DEBT LIMIT FOR THAT DISTRICT; AND
TO DESIGNATE IMPROVEMENT AREAS WITHIN THAT DISTRICT

BACKGROUND:

A. On September 4, 2007, the City Council adopted Resolution No. 2007-655, thereby
establishing the Natomas Meadows Community Facilities District No. 2007-01, City
of Sacramento, County of Sacramento, State of California (the “"District”) under the
Mello-Roos Community Facilities Act of 1982, which is codified as Government Code
sections 53311 through 53368.3 (the “"Act”). Among other things—

e paragraph B in the resolution’s background recites that the boundary map for
the District, set forth as Exhibit A to the resolution, was approved by Resolution
No. 2007-510 on July 17, 2007, and was recorded with the Sacramento County
Clerk-Recorder on July 19, 2007, in Book 108 at Page 0002 (the "Boundary
Map”);

e section 6 of the resolution determined that the District’s rate and method of
apportionment of special tax would be as set forth in Exhibit D to the resolution
(the “Original RMA"); and

e section 11 of the resolution established an appropriations limit of $2,000,000 for
the District, subject to approval by the District’s qualified electors (the
“Appropriations Limit”).

B. On September 4, 2007, the City Council adopted Resolution No. 2007-656 deeming
it necessary to incur bonded indebtedness to mitigate impacts of development within
the District, the bonded indebtedness to be paid with special-tax proceeds from the
entire District. The resolution also set a maximum debt limit for the District of
$27,500,000 (the “Debt Limit").

C. On September 4, 2007, the City Council called a special mailed-ballot election at
which the District’s qualified electors could vote on the following measures:

e whether the City Council may annually levy a special tax on property within the
District to finance certain public facilities and certain development fees;

e whether the City Council should be authorized to incur debt for the District in a
principal amount not to exceed the Debt Limit; and

e whether the Appropriations Limit should be established for the District. 8 of 43
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D. On October 9, 2007, the City Council adopted Resolution No. 2007-739 declaring the
results of the special election, finding that the District’s qualified electors had
approved the measures submitted to them and directing the City Clerk to record a
notice of special-tax lien with the Sacramento County Clerk-Recorder.

E. On October 16, 2007, the City Council adopted Ordinance No. 2007-078 levying
special taxes within the District according to the Original RMA.

F. The City has received petitions from more than 25% of the owners of land within the
District and not exempt from the special tax, requesting that the City change the
District and the Original RMA as follows:

e Amend the Boundary Map by dividing the District into two improvement areas
designated Improvement Area No. 1 and Improvement Area No. 2, as shown on
the amended Boundary Map titled “Proposed Amended Boundary of Community
Facilities District No. 2007-01, Natomas Meadows, County of Sacramento, State
of California” and on file with the City Clerk (the "Amended Boundary Map”).
A reduced copy of the Amended Boundary Map is attached to this resolution as
Exhibit A. Dividing the District into two separate improvement areas will allow
for more efficient land use and increased financing flexibility for the Natomas
Meadows project.

e Amend the Original RMA so that each improvement area has its own rate and
method of apportionment. The resulting rate and method of apportionment for
Improvement Area No. 1 ("Amended RMA-1") is attached as Exhibit B to this
resolution, and the resulting rate and method of apportionment for
Improvement Area No. 2 ("Amended RMA-2") is attached as Exhibit C.
Changing the Original RMA in this way will lower the special-tax rates for all
land-use types within all tax zones, as shown in Exhibits B and C, thereby
reducing the overall tax burden for the existing and future homeowners and
landowners within the District.

G. The City Council desires to change the Original RMA as requested, subject to
approval by the District’s qualified electors, and as provided by sections 53331
through 53338 of the Act. In addition, to facilitate these changes, the City Council
also proposes to do the following:

e Change the Debt Limit by reducing it from $27,500,000 to $22,000,000 and by
allocating the reduced Debt Limit so that Improvement Area No. 1 has a debt
limit of $14,000,000 and Improvement Area No. 2 has a debt limit of
$8,000,000, with debt for an improvement area payable exclusively from the
special-tax proceeds collected within that improvement area.

e Change the Appropriations Limit by reallocating it so that Improvement Area No.
1 has an appropriations limit of $1,300,000 and Improvement Area No. 2 has an
appropriations limit of $700,000.

H. The special taxes collected within the District are not currently being used to retire
any debt incurred under the Act.
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BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY COUNCIL
RESOLVES AS FOLLOWS:

Section 1.

Section 2.

Section 3.

Section 4.

Section 5.

Section 6.

Section 7.

The City Council finds and determines that the statements of fact in
background paragraphs A through H are true.

The name of the area subject to this resolution is the Natomas Meadows
Community Facilities District No. 2007-01, City of Sacramento, County of
Sacramento, State of California.

The territory included within the area subject to this resolution is shown
on the Amended Boundary Map. The Amended Boundary map also shows
the proposed boundaries of Improvement Area No. 1 and Improvement
Area No. 2 of the District. The City Council proposes that Improvement
Area No. 1 and Improvement Area No. 2 be designated as authorized by
the Act and as indicated on the Amended Boundary Map. The Amended
Boundary Map complies with Streets and Highways Code section 3110 as
to form and content and is hereby approved. The City Clerk is directed to
certify the adoption of this resolution of consideration on the face of the
Amended Boundary Map, and she is authorized and directed to record a
copy of the Amended Boundary Map with the Sacramento County Clerk-
Recorder in accordance with Streets and Highways Code section 3111.

The proposed changes in the Original RMA are as set forth in Exhibit B
(Amended RMA-1) and Exhibit C (Amended RMA-2). Subject to approval
by the District’s qualified electors, the City Council proposes that the
Original RMA be replaced with Amended RMA-1 for Improvement Area
No.1 and with Amended RMA-2 for Improvement Area No. 2.

Subject to approval by the District’s qualified electors, the City Council
proposes that the Debt Limit be changed by reducing it from $27,500,000
to $22,000,000 and by allocating it so that Improvement Area No. 1 has
a debt limit of $14,000,000 and Improvement Area No. 2 has a debt limit
of $8,000,000, with debt for an improvement area payable exclusively
from the special-tax proceeds collected within that improvement area.

As authorized by Government Code section 53325.7, and subject to
approval by the District’s qualified electors, the City Council proposes that
the Appropriations Limit be changed so that for fiscal year 2013-2014 an
appropriations limit of $1,300,000 is established for Improvement Area
No. 1 and an appropriations limit of $700,000 is established for
Improvement Area No. 2. The appropriations limit for each improvement
area will be subject to adjustment as provided in subdivision (h) of
section 8 of article XIII B of the California Constitution.

At 6:00 p.m. on September 3, 2013, in the Council Chambers at New City
Hall, 915 I Street, First Floor, Sacramento, California, the City Council will
hold a public hearing to consider the proposed changes. At the public
hearing, any interested persons, including taxpayers, owners of property

within the District, and registered voters residing within the District, may
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Section 8.

appear and be heard, and the testimony of all interested persons for or
against the matters set forth in this resolution, including the designation
of the improvement areas and the proposed changes in the Original RMA,
the Debt Limit, and the Appropriations Limit, will be heard and
considered.

(a) Any protests may be made orally or in writing by any interested
persons, except that protests pertaining to the regularity or
sufficiency of the proceedings must be in writing and must clearly set
forth the irregularities and defects to which the objection is made.
The City Council may waive any irregularities in the form or content
of any written protest and at the public hearing may correct minor
defects in the proceedings. All written protests must be filed with the
City Clerk at or before the time fixed for the public hearing, and any
written protest may be withdrawn in writing before the conclusion of
the public hearing.

(b) If, at the conclusion of the public hearing, the City Council
determines to proceed with the proposed changes, then the following
questions will be submitted separately to the qualified electors of the
District in each improvement area in an election conducted under
section 53326 of the Act: the question of changing the Original RMA
by approving Amended RMA-1 and Amended RMA-2; the question of
changing the Debt Limit by reducing it to $22,000,000 and allocating
it so that Improvement Area No. 1 has a debt limit of $14,000,000
and Improvement Area No. 2 has a debt limit of $8,000,000; and the
question of changing the Appropriations Limit so that for fiscal year
2013-2014 an appropriations limit of $1,300,000 is established for
Improvement Area No. 1 and an appropriations limit of $700,000 is
established for Improvement Area No. 2. The election must be
conducted not less than 90 days or more than 180 days after
adoption of this resolution unless appropriate waivers under section
53326 have been filed with the City Clerk. The qualified electors of
each improvement area will vote only on the changes that pertain to
their area.

(c) The City Council may continue the public hearing from time to time
so long as the hearing is completed within thirty days except that the
hearing may be continued for up to six months if the City Council
finds that the complexity of the proposed changes or the need for
public participation requires additional time.

The City Council expects that the election will be by landowners, as the

City Clerk has determined that on at least one day during the 90 days

before the date set for the public hearing there have been fewer than 12
registered voters residing within the District. Thus, the City Council

expects that the proposed voting procedure will be by mail or hand-
delivered ballot to the owners of land within the District that is not

exempt from the special tax, each owner having one vote for each such

acre or portion of an acre owned. 11 of 43



Section 9. The City Clerk is directed to give notice of the hearing in accordance with
sections 53322, 53322.4, and 53335 of the Act, as follows:

(a) By publishing in the Daily Recorder, a newspaper of general
circulation published in the area of the District, a notice of public
hearing in the form required by the Act. The City Clerk shall do this
in accordance with Government Code section 6061, and the
publication must be completed at least seven days before the date
set for the public hearing.

(b) By mailing to each owner of land within the District and to each
registered voter residing within the District, using prepaid first-class
postage, a notice of public hearing in the form required by the Act.
The mailing to landowners is to be to their addresses as shown on
the records of the Sacramento County Treasurer-Tax Collector or as
otherwise known to the City Clerk. The mailing to registered voters is
to be made to the registered voters at their addresses as shown on
the records of the Sacramento County Registrar of Voters or as
otherwise known to the City Clerk. The City Clerk shall complete all
mailings at least fifteen days before the date set for the public
hearing.

Section 10. Exhibits A, B, and C are part of this resolution.

Table of Contents:

Exhibit A: Amended Boundary Map
Exhibit B: Proposed Amended and Restated RMA -Improvement Area No. 1
Exhibit C: Proposed Amended and Restated RMA -Improvement Area No. 2
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Exhibit A

Proposed Amended Boundary Map

Community Facilities District No. 2007-01,

Natomas Meadows

City of Sacramento, County of Sacramento,

State of California

LE|

MAP FILING STATEMENT:

Sheet 1 of 1

FILED IN THE OFFICE OF THE CLERK OF CITY OF SACRAMENTO, COUNTY OF
2013

SACRAMENTO, STATE OF CALIFORNIA, THIS_____ DAY OF_

CITY CLERK,
CITY OF SACRAMENTQ, CALIFORNIA

CLERK'S CERTIFICATE:

| HEREBY CERTIFY THAT THE MAP SHOWING THE AMENDED BOUNDARY MAP
COMMUNITY FACILITIES DISTRICT NO. 2007-01, NATOMAS MEADOWS,

CITY OF SACRAMENTO, COUNTY OF SACRAMENTOQ, STATE OF CALIFORNIA,
WAS APPROVED BY THE CITY COUNCIL OF THE CITY OF SACRAMENTO AT A
MEETING THEREOF, HELD ON THE, DAY OF 2013

BY ITS RESOLUTION NO.

CITY CLERK,
CITY OF SACRAMENTO, CALIFORNIA

COUNTY RECORDER'S FILING STATEMENT:

FILED THIS DAY OF , 2013 AT THE HOUR OF
'CLOCK __M,, INBOGK___OF MAPS OF ASSESSMENT AND
COMMUN\TY FACILITIES DISTRIGTS AT PAGE_____, IN THE OFFICE OF THE

COUNTY RECORDER OF THE COUNTY OF SACRAMENTO‘ STATE OF CALIFORNIA,

COUNTY RECORDER
OF THE COUNTY OF SACRAMENTO, CALIFORNIA

Y
DEPUTY DOCUMENT NO
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Exhibit B
Proposed Amended and Restated RMA
Improvement Area No. 1
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Exhibit C
Proposed Amended and Restated RMA
Improvement Area No. 2
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IMPROVEMENT AREA NoO. 1
OF THE
CITY OF SACRAMENTO
NATOMAS MEADOWS COMMUNITY FACILITIES DISTRICT NO. 2007-01

AMENDED AND RESTATED
RATE AND METHOD OF APPORTIONMENT OF SPECIAL TAX

A Special Tax applicable to each Assessor’s Parcel in Improvement Area No. 1 in the City of
Sacramento Natomas Meadows Community Facilities District No. 2007-01 (herein “CFD No. 2007-
01”) shall be levied and collected according to the tax liability determined by the City Council through
the application of the appropriate amount or rate for Taxable Property, as described below. All of the
property in Improvement Area No. 1 in CFD No. 2007-01, unless exempted by law or by the
provisions of Section F below, shall be taxed for the purposes, to the extent, and in the manner herein
provided.

A.

DEFINITIONS

The terms hereinafter set forth have the following meanings:

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

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

“Administrative Expenses” means any or all of the following: the fees and expenses of any
fiscal agent or trustee (including any fees or expenses of its counsel) employed in connection
with any Bonds, and the expenses of the City in carrying out its duties with respect to CFD No.
2007-01 and the Bonds, including, but not limited to, the levy and collection of the Special
Tax, the fees and expenses of its counsel, charges levied by the County in connection with the
levy and collection of Special Taxes, costs related to property owner inquiries regarding the
Special Tax, amounts needed to pay rebate to the federal government with respect to Bonds,
costs associated with complying with continuing disclosure requirements under the California
Government Code with respect to the Bonds and the Special Tax, and all other costs and
expenses of the City in any way related to the establishment or administration of CFD No.
2007-01.

“Administrator” means the person or firm designated by the City to administer the Special
Taxes according to this RMA.

“Assessor’s Parcel” or “Parcel” means a lot or 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.

Improvement Area No. 1 1 July 30, 2013
City of Sacramento CFD 2007-01
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“Assessor’s Parcel Number” means that number assigned to an Assessor’s Parcel by the
County for purposes of identification.

“Assigned Special Tax” means the Special Tax for each Land Use Class of Developed
Property, as determined in accordance with Section C.1.b below.

“Authorized Facilities” means those facilities that are authorized to be funded by CFD No.
2007-01.

“Backup Special Tax” means the Special Tax for each Land Use Class of Developed
Property, as determined in accordance with Section C.1.c below.

“Bonds” means any bonds or other debt (as defined in the Act), whether in one or more
series, issued, insured, or assumed by Improvement Area No. 1 of CFD No. 2007-01 related
to Authorized Facilities.

“Buildable Lot” means an individual lot within a Final Map for which a building permit
may be issued without further subdivision of such lot.

“Capitalized Interest” means funds in any capitalized interest account available to pay debt
service on Bonds.

“CFD No. 2007-01” means City of Sacramento Natomas Meadows Community Facilities
District No. 2007-01.

“City” means the City of Sacramento.
“City Council” means the City Council of the City of Sacramento.
“County” means the County of Sacramento.

“Designated Buildable Lot” means a Buildable Lot for which a building permit has not
been issued by the City before June 1 of the previous Fiscal Year.

“Developed Property” means, in any Fiscal Year, all Parcels of Taxable Property for which a
building permit for new construction was issued prior to June 1 of the preceding Fiscal Year.
“Exempt Property” means:
1) Public Property, except as otherwise authorized by Sections 53317.3 and
53317.5 of the Act;
(2 Parcels that are owned by a public utility for an unoccupied facility;

3) Parcels that are subject to an easement or other instrument that precludes any
other use on the Parcel; and

4 Parcels identified as lettered lots on a large lot parcel map because such
Parcels are designated as a park site, school site, or other site that will
ultimately be owned by a public agency.

Improvement Area No. 1 2 July 30, 2013 17 of 43
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“Expected Residential Lot Count” means 120 Buildable Lots of Residential Property in Tax
Zone 1, 113 Buildable Lots of Residential Property in Tax Zone 2, 168 Buildable Lots of
Residential Property in Tax Zone 3, and 96 Buildable Lots of Residential Property in Tax Zone
4 or, as determined by the Administrator, the number of Buildable Lots of Residential
Property in the applicable Tax Zone based on the most recently recorded Final Map or
modified Final Map.

“Final Map” means a final map, or portion thereof, approved by the City pursuant to the
Subdivision Map Act (California Government Code Section 66410 et seq.) that created
Buildable Lots. The term “Final Map” shall not include (i) any large-lot subdivision map,
Assessor’s Parcel Map, or subdivision map, or portion thereof, that does not create Buildable
Lots or (ii) Assessor’s Parcels that are designated as remainder parcels.

“Fiscal Year” means the period starting July 1 and ending on the following June 30.
“Improvement Area No. 1” means Improvement Area No. 1 of CFD No. 2007-1.

“Indenture” means the bond indenture, fiscal agent agreement, trust 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.

“Land Use Class” means any of the classes listed in Table 1 below.

“Maximum Special Tax” means the Maximum Special Tax determined in accordance with
Section C.1.a below that can be levied in any Fiscal Year on any Assessor’s Parcel.

“Non-Residential Property” means all Assessor’s Parcels of Developed Property for which a
building permit was issued for a non-residential use.

“Proportionately” means (a) for Developed Property, that the ratio of the actual Special Tax
levy to the Assigned Special Tax is equal for all Assessor’s Parcels of Developed Property
within Improvement Area No. 1 or, if necessary pursuant to Section D below, that the ratio of the
increase from the Assigned Special Tax to the Backup Special Tax levy, for those Assessor’s
Parcels where the Backup Special Tax is greater than the Assigned Special Tax, is equal for
Assessor’s Parcels of Developed Property; and (b) for Undeveloped Property, that the ratio of the
actual Special Tax levy to the Maximum Special Tax is equal for all Assessor's Parcels of
Undeveloped Property within Improvement Area No. 1.

“Public Property” means any property within the boundaries of Improvement Area No. 1 of
CFD No. 2007-01 that is owned by the City, federal government, State of California or other
public agency; provided however that any property leased by a public agency to a private
entity and subject to taxation under Section 53340.1 of the Act shall be taxed and classified in
accordance with its use. Privately owned property that is otherwise constrained by public
use and necessity through easement, lease, or license shall be considered Public Property.

“Residential Floor Area” has the same meaning as that defined for the School Mitigation
Fee by California Government Code Section 65995 for "Accessible Space," which is "all of
the square footage within the perimeter of a residential structure, not including any carport,
walkway, garage, overhang, patio, enclosed patio, detached accessory structure, or similar
area.
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“Resolution of Change” means the resolution adopted by the City Council on XXXX
with respect to, among other matters, the alteration of the rate and method of
apportionment of special tax for Improvement Area No. 1.

“Residential Property” means all Assessor’s Parcels of Taxable Property for which a
building permit may be issued for purposes of constructing one or more residential dwelling
units.

“Residential Unit” means a single family detached unit or an individual unit within a duplex,
triplex, halfplex, fourplex, condominium, townhome, live/work, or apartment structure. A
second unit (granny flat) that shares a Parcel with a single family detached unit shall not be
considered a Residential Unit for purposes of levying the Special Tax.

“RMA” means this Rate and Method of Apportionment of Special Tax.

“Special Tax” means a Special Tax levied in any Fiscal Year to pay the Special Tax
Requirement.

“Special Tax Requirement” means the amount necessary in any Fiscal Year (i) to pay
principal and interest on Bonds which are due in the calendar year which begins in such Fiscal
Year, (ii) to create or replenish reserve funds, (iii) to cure any delinquencies in the payment of
principal or interest on Bonds which have occurred in the prior Fiscal Year or (based on
delinquencies in the payment of Special Taxes within Improvement Area No. 1 which have already
taken place) are expected to occur in the Fiscal Year in which the tax will be collected, (iv) to
pay Administrative Expenses, and (v) to pay the costs of public improvements and public
infrastructure authorized to be financed by CFD No. 2007-01. The Special Tax Requirement
may be reduced in any Fiscal Year by (i) interest earnings on or surplus balances in funds and
accounts for the Bonds to the extent that such earnings or balances are available to apply against
debt service pursuant to the Indenture or other legal document that sets forth these terms, (ii)
proceeds from the collection of penalties associated with delinquent Special Taxes within
Improvement Area No. 1, and (iii) any other revenues available to pay debt service on the
Bonds as determined by the Administrator.

“Tax Zone” means a mutually exclusive geographic area, within which particular Special Tax
rates may be levied within Improvement Area No. 1 pursuant to this RMA. Attachment 1
identifies the Tax Zones in Improvement Area No. 1 in CFD No. 2007-01.

“Tax Zone 1” means the geographic area within CFD No. 2007-01 that is specifically
identified in Attachment 1 hereto as Tax Zone 1.

“Tax Zone 2” means the geographic area within CFD No. 2007-01 that is specifically
identified in Attachment 1 hereto as Tax Zone 2.

“Tax Zone 3” means the geographic area within CFD No. 2007-01 that is specifically
identified in Attachment 1 hereto as Tax Zone 3.

“Tax Zone 4” means the geographic area within CFD No. 2007-01 that is specifically
identified in Attachment 1 hereto as Tax Zone 4.
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“Taxable Property” means all of the Assessor’s Parcels within the boundaries of Improvement
Area Ain CFD No0.2007-01 which are not exempt from the Special Tax pursuant to law or
Section F below.

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

B. DATA FOR ADMINISTRATION OF SPECIAL TAX

On or about July 1 of each Fiscal Year, the Administrator shall identify the current Assessor’s
Parcel Numbers for all Parcels of Taxable Property within Improvement Area No. 1. The
Administrator shall also determine: (i) within which Tax Zone each Assessor’s Parcel is
located, (ii) whether each Assessor’s Parcel of Taxable Property is Developed Property or
Undeveloped Property, and (iii) the Special Tax Requirement.

In any Fiscal Year, if it is determined that (i) a parcel map for a portion of property in
Improvement Area No. 1 in CFD No. 2007-01 was recorded after January 1 of the prior Fiscal
Year (or any other date after which the Assessor will not incorporate the newly-created
parcels into the then current tax roll), (ii) because of the date the parcel map was recorded, the
Assessor does not yet recognize the new parcels created by the parcel map, and (iii) one or
more of the newly- created parcels meets the definition of Developed Property, the
Administrator shall calculate the Special Taxes for the property affected by recordation of the
parcel map by determining the Special Taxes that applies separately to each newly-created
parcel, then applying the sum of the individual Special Taxes to the Parcel that was subdivided by
recordation of the parcel map.

C. MAXIMUM SPECIAL TAX

1. Developed Property

a. Maximum Special Tax

The Maximum Special Tax that may be levied in any Fiscal Year for each
Assessor’s Parcel classified as Developed Property in Improvement Area No. 1
shall be the greater of (i) the amount derived by application of the Assigned
Special Tax or (ii) the amount derived by application of the Backup Special
Tax.

b. Assigned Special Tax

The Assigned Special Tax that may be levied in Fiscal Year 2013-14 for each
Land Use Class in Improvement Area No. 1 is shown below in Table 1.
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Table 1
IMPROVEMENT AREA NO. 1
CFD No. 2007-1
ASSIGNED SPECIAL TAX

DEVELOPED PROPERTY
Laglc;sL;se Description Iljlemdentlal ,i(s)sllsg;nle?j
oor Area Special Tax *
Tax Zone 1
1 Residential Property > 1,300 sq. ft. $1,100 per Residential Unit
2 Residential Property < 1,300 sq. ft. $750 per Residential Unit
3 Non-Residential Property $18,720 per Acre
Tax Zone 2
4 Residential Property > 1,950 sq. ft. $1,600 per Residential Unit
5 Residential Property < 1,950 sq. ft. $1,200 per Residential Unit
6 Non-Residential Property $22,448 per Acre
Tax Zone 3
7 Residential Property > 2,500 sq. ft. $1,750 per Residential Unit
8 Residential Property < 2,500 sqg. ft. $1,400 per Residential Unit
9 Non-Residential Property $18,474 per Acre
Tax Zone 4
10 Residential Property > 2,300 sq. ft. $1,750 per Residential Unit
11 Residential Property < 2,300 sq. ft. $1,200 per Residential Unit
12 Non-Residential Property $17,253 per Acre

*On July 1, 2014 and each July 1 thereafter, the Assigned Special Taxes shown above shall be
increased by two percent (2%) of the amount in effect in the previous Fiscal Year.

Backup Special Tax

The Backup Special Tax shall be $902 per Residential Unit for Residential
Property in Tax Zone 1, $1,405 per Residential Unit for Residential Property
in Tax Zone 2, $1,575 per Residential Unit for Residential Property in Tax
Zone 3, and $1,648 per Residential Unit for Residential Property in Tax

Zone 4.

On July 1, 2014 and each July 1 thereafter, the Backup Special Tax per
Residential Unit within each of the Tax Zones shall be increased by two
percent (2%) of the amount in effect in the previous Fiscal Year.

Mandatory Prepayment

If, in any Fiscal Year after the City has issued Bonds, a Final Map is proposed
that results in a reduction in the Expected Residential Lot Count in the area
affected by the Final Map, then the following steps shall be applied:
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Step 1:

Step 2:

Step 3:

The Administrator shall calculate the Maximum Special Tax

revenues that could be collected from property in

Improvement Area No. 1 in CFD No. 2007-Olbased on
the Expected Residential Lot Count prior to the proposed
reduction;

The Administrator shall calculate the Maximum Special Tax
revenues that could be collected from property in Improvement
Area No. 1 in CFD No. 2007-01 assuming the Final Map is
approved hereby reducing the Expected Residential Lot Count;

If the revenues calculated in Step 2 are: (i) less than those
calculated in Step 1 and (ii) not sufficient to maintain the greater
of 110% coverage on the Bonds' debt service or the coverage
required within the official bond documents, the landowner of
the property affected by the Final Map must prepay an amount
sufficient to retire a portion of the Bonds and maintain the
greater of 110% coverage on the Bonds' debt service or the
coverage required within the official bond documents. The
required prepayment shall be calculated using the formula set
forth in Section G below. If the mandatory prepayment has not
been received by the City prior to the issuance of the first
building permit for new construction within the Final Map on
which the land use change has occurred, the Administrator shall
levy the amount of the mandatory prepayment on the Parcel(s)
affected by the land use change or on any of the landowner's
Parcel(s) of Undeveloped Property within that Final Map, and if
this amount should, in any instance, exceed the Maximum
Special Tax as defined herein, it shall nonetheless be authorized
and shall not exceed the maximum special tax as that term is
used in the Act.

If the revenues calculated in Step 2 are less than those calculated
in Step 1, but the revenues calculated in Step 2 are sufficient to
maintain the greater of 110% coverage on the Bond's debt
service or the coverage required within the official bond
documents, no such mandatory prepayment will be required. In
addition, if the amount determined in Step 2 is higher than that
calculated in Step 1, no such mandatory prepayment will be
required.

2. Undeveloped Property

The Maximum Special Tax for Undeveloped Property in Improvement Area No. 1
shall be $18,720 per Acre for such property in Tax Zone 1, $22,448 per Acre for such
property in Tax Zone 2, $18,474 per Acre for such property in Tax Zone 3, and
$17,253 per Acre for such property in Tax Zone 4. On July 1, 2014 and each July 1
thereafter, the Maximum Special Tax for Undeveloped Property shall be increased by
two percent (2%) of the amount in effect in the previous Fiscal Year.
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D. METHOD OF LEVY OF THE SPECIAL TAXES

Each Fiscal Year, the Administrator shall determine the Special Tax Requirement to be
collected in that Fiscal Year for Improvement Area No. 1. A Special Tax shall then be levied
according to the following steps:

Step 1: The Special Tax shall be levied Proportionately on each Parcel of
Developed Property in Improvement Area No. 1 up to 100% of the
applicable Assigned Special Tax as shown in Table 1 above until the
amount levied on Developed Property is equal to the Special Tax
Requirement prior to applying Capitalized Interest that is available
under the applicable Indenture.

Step 2: If additional revenue is needed after Step 1 in order to meet the
Special Tax Requirement after Capitalized Interest has been applied to
reduce the Special Tax Requirement, the Special Tax shall be levied
Proportionately on each Parcel of Undeveloped Property up to 100% of
the Maximum Special Tax for Undeveloped Property;

Step 3: If additional revenue is needed after Step 2 in order to meet the
Special Tax Requirement after Capitalized Interest has been applied to
reduce the Special Tax Requirement, the levy of the Special Tax on
each Parcel of Developed Property whose Maximum Special Tax is
determined through the application of the Backup Special Tax shall be
increased Proportionately from the Assigned Special Tax up to 100%
of the Maximum Special Tax for each such Parcel;

Step 4: If additional revenue is needed to meet the Special Tax Requirement after
applying the first three steps, the Special Tax shall be levied
Proportionately on each Parcel of Public Property, exclusive of property
exempt from the Special Tax pursuant to Section F below, up to 100%
of the Maximum Special Tax for Undeveloped Property.

Notwithstanding the above, under no circumstances shall the Special Tax levied on any
Assessor’s Parcel of Residential Property for which a building permit for private residential use
has been issued be increased by more than ten percent as a consequence of delinquency or
default by the owner of any other Assessor’s Parcel within Improvement Area No. 1 in CFD
No. 2007-01.

E. MANNER OF COLLECTION OF SPECIAL TAXES

The Special Taxes for Improvement Area No. 1 in CFD No. 2007-01 shall be collected in the
same manner and at the same time as ordinary ad valorem property taxes, provided, however,
that prepayments are permitted as set forth in Section G below and provided further that the City
may directly bill the Special Taxes, may collect Special Taxes at a different time or in a different
manner, and may collect delinquent Special Taxes through foreclosure or other available
methods.

The Special Tax shall be levied and collected until principal and interest on Bonds have been
repaid and Authorized Facilities to be constructed directly from Special Tax proceeds have
been completed. However, in no event shall Special Taxes be levied after Fiscal Year 2053-
2054,
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F. EXEMPTIONS

Notwithstanding any other provision of this RMA, no Special Taxes shall be levied in any
Fiscal Year on Exempt Property or on Parcels in Improvement Area No. 1 that have fully
prepaid the Special Tax obligation assigned to the Parcel pursuant to the formula set forth in
Section G below.

G. PREPAYMENT OF SPECIAL TAX

The following definitions apply to this Section G:

“Remaining Facilities Costs” means the Public Facilities Requirement minus public facility
costs funded by Outstanding Bonds, developer equity and/or any other source of funding.

“Qutstanding Bonds” means all Previously Issued Bonds which remain outstanding, with the
following exception: if a Special Tax has been levied against, or already paid by, an
Assessor’s Parcel making a prepayment, and a portion of the Special Tax will be used to pay a
portion of the next principal payment on the Bonds that remain outstanding (as determined by
the Administrator), that next principal payment shall be subtracted from the total Bond
principal that remains outstanding, and the difference shall be used as the amount of
Outstanding Bonds for purposes of this prepayment formula.

“Previously Issued Bonds” means all Bonds that have been issued in Improvement
Area No. 1 prior to the date of prepayment.

“Public Facilities Requirements” means either approximately $9,445,000 in 2013 dollars,
which shall increase on January 1, 2014, and on each January 1 thereafter by the percentage
increase, if any, in the construction cost index for the San Francisco region for the prior
twelve (12) month period as published in the Engineering News-Record or other comparable
source if the Engineering News-Record is discontinued or otherwise not available, or such
other number as shall be determined by the City as sufficient to fund improvements that are
authorized to be funded by Improvement Area No. 1 in CFD No. 2007-01.

1. Prepayment in Full

The Special Tax obligation applicable to an Assessor's Parcel in Improvement Area No. 1
in CFD No. 2007-01 may be 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 Special Tax obligation shall provide the City with written notice of intent to prepay.
Within 30 days of receipt of such written notice, the City or its designee shall notify such
owner of the prepayment amount for such Assessor's Parcel. Prepayment must be made not
less than 75 days prior to any redemption date for Bonds to be redeemed with the proceeds
of such prepaid Special Taxes. Prepayment is permitted only under the following
condition; the City determines that the Prepayment does not jeopardize the ability to
make timely payments of debt service on outstanding bonds. Attachment 2 herein
provides a sample prepayment calculation for a Parcel in Tax Zone 2. The Prepayment
Amount shall be calculated as follows (capitalized terms as defined above or below):
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Bond Redemption Amount

plus Remaining Facilities Amount
plus Redemption Premium

plus Defeasance Requirement

plus  Administrative Fees and Expenses
less Reserve Fund Credit

equals Prepayment Amount

As of the proposed date of prepayment, the Prepayment Amount shall be determined by
application of the following steps:

Step 1:

Step 2:

Step 3:

Step 4:

Step 5:

Step 6:

Step 7:

Compute the Assigned Special Tax and Backup Special Tax for the
Assessor's Parcel to be prepaid based on the Developed Property
Special Tax which is, or could be, charged in the current Fiscal Year. If
this Section G is being applied to calculate a prepayment pursuant to
Section C.l.d above, use, for purposes of this Step 1, the amount by
which the expected Maximum Special Tax revenues have been reduced
below the amount needed to maintain the greater of 110% coverage on
the Bond's debt service or the coverage required within the official bond
documents due to the change in land use that necessitated the prepayment.

(a) Divide the Assigned Special Tax computed pursuant to Step 1 by the
total estimated Assigned Special Taxes for Improvement Area No. 1 in
CFD No. 2007-01 based on the Developed Property Special Tax
which could be charged, using the rates for the current Fiscal Year, on
all expected development through buildout of Improvement Area No.
1 in CFD No. 2007-01, excluding any Assessor's Parcels which have
been prepaid, and

(b) Divide the Backup Special Tax computed pursuant to Step 1 by the
total estimated Backup Special Taxes at buildout of Improvement
Area No. 1 in CFD No0.2007-01, excluding any Assessor's Parcels
which have been prepaid.

Multiply the larger quotient computed pursuant to Step 2(a) or 2(b) by the
Outstanding Bonds to compute the amount of Outstanding Bonds to be
retired and prepaid (the “Bond Redemption Amount”).

Compute the current Remaining Facilities Costs (if any).

Multiply the larger quotient computed pursuant to Step 2(a) or 2(b) by the
amount determined pursuant to Step 4 to compute the amount of Remaining
Facilities Costs to be prepaid (the “Remaining Facilities Amount”).

Multiply the Bond Redemption Amount computed pursuant to Step 3 by the
applicable redemption premium, if any, on the Outstanding Bonds to be
redeemed (the “Redemption Premium?”).

Compute the amount needed to pay interest on the Bond Redemption Amount
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starting with the first Bond interest payment date after which the prepayment
will be received until the earliest redemption date for the Outstanding Bonds.
However, if Bonds are callable at the first interest payment date after the
prepayment has been received, Steps 7, 8 and 9 of this prepayment formula
will not apply.

Step 8: Compute the amount of interest the City reasonably expects to derive from
reinvestment of the Bond Redemption Amount plus the Redemption
Premium from the first Bond interest payment date after which the
prepayment has been received until the redemption date for the Outstanding
Bonds.

Step 9: Subtract the amount computed pursuant to Step 8 from the amount
computed pursuant to Step 7 (the “Defeasance Requirement”).

Step 10: The administrative fees and expenses associated with the prepayment will be
determined by the Administrator and include the costs of computing the
prepayment, redeeming Bonds and recording any notices to evidence the
prepayment and the redemption (the “Administrative Fees and Expenses”).

Step 11: If, at the time the prepayment is calculated, the reserve fund is greater than or
equal to the reserve requirement, and to the extent so provided in the Bond
indenture, a reserve fund credit shall be calculated as a reduction in the
applicable reserve fund for the Outstanding Bonds to be redeemed pursuant
to the prepayment (the “Reserve Fund Credit”).

Step 12: The Special Tax prepayment is equal to the sum of the amounts
computed pursuant to Steps 3, 5, 6, 9, and 10, less the amount computed
pursuant to Step 11 (the “Prepayment Amount”).

Once a prepayment has been received, a Notice of Cancellation of Special Tax Lien shall be
recorded against the Parcel. However, a Notice of Cancellation of Special Tax Lien shall
not be recorded until all Special Taxes levied on the Parcel in the current or prior Fiscal
Years have been collected.

2. Prepaymentin Part

The Special Tax on an Assessor's Parcel or Buildable Lot for which a final inspection,
or equivalent, has not yet been completed may be partially prepaid. However, such
partial prepayment must be made in an amount equal to 25%, 50%, or 75% of the amount of
the full prepayment calculated pursuant to Section G.1 above. In calculating the partial
prepayment, the Administrator shall round up the amount required for the partial
prepayment in order to redeem whole bonds, including any redemption premium.
Prepayment is permitted only under the following condition; the City determines that the
Prepayment does not jeopardize the ability to make timely payments of debt service on
outstanding bonds.

Upon issuance of a certificate of occupancy for an Assessor's Parcel, no partial prepayments
will be accepted for the Parcel. In addition, only one partial prepayment shall be permitted

for an Assessor's Parcel or Buildable Lot within Improvement Area No. 1 in CFD No.
2007-01
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The owner of any Assessor's Parcel who desires to make a partial prepayment shall notify the
Administrator of the percentage of the Special Tax to be prepaid. The Administrator shall
provide the owner with a statement of the amount required for the partial prepayment within
thirty (30) days of the request and may charge a fee for providing this service. With respect
to any Assessor's Parcel that is partially prepaid, the Administrator shall (i) distribute the
remitted prepayment funds according to Section G.1, and (ii) indicate in the records of CFD
No. 2007-01 that there has been a partial prepayment of the Special Tax and that a portion
of the Special Tax with respect to such Assessor's Parcel, equal to the un-prepaid percentage
of the Maximum Special Tax, shall continue to be levied on such Assessor's Parcel pursuant

to Section D.

H. INTERPRETATION OF SPECIAL TAX FORMULA

Interpretations may be made by resolution of the City Council for purposes of clarifying any
vagueness or ambiguity in the Special Tax rates, method of apportionment, classification of
properties, and any definition applicable to Improvement Area No. 1 in CFD No. 2007-
01. The City Council's interpretation will be conclusive.

APPEALS

Any taxpayer who believes that the amount of the Special Tax assigned to a Parcel in
Improvement Area No. 1 isin error may file a notice appealing the levy of the Special Tax with
the City Treasurer's Office and the City Planning Department, Public Improvement Financing
Division. City representatives shall then promptly review the appeal and, if necessary, meet
with the taxpayer. If the City representatives determine that the Special Tax is in error, they
shall recommend to the City Council that the Special Tax levy be corrected and, if applicable
in any case, that a refund be granted. The City Council's decision on the recommendation

will be final.
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ATTACHMENT 2

Gity of Sacramento

Natomas Meadows Community Facilities District No. 2007-1

Sample Prepayment Caleulation

for One Buildable Lot in TaxZone 2 in Improvement Area 1

Assumptions

Source of Caleulotion

Assigned Special Tax ona 2,261 Sq. Ft. Residential Unitin Tax Zone 2 [Per Table 1 of RMA] 41,600
Backup Special Tax on @ 2,2261 Sq. Ft. Residential Unit inTax Zone 2 [Per Exhibit2-B] 51,405
Total Expected Special Tax Reverues in CFD $1,024,950
Total Expected Special Tax Revenues inlmprovement Area A in CFC $691,450
Improver ent Area A Percentage of Total Expected Spedial Tax Revenues in CFD 67.46%
Total Public Fadilities Requirement for CFO [Per defirition] $14,000,00¢
Total Public Facilities Requirement for Improvement Area A [67.469% of $20,000,000] $9,444,656
Construction Proceeds from FirstBond | ssue $8,453,285
Total Remaining Facilities Costs $991,371
Redemption Premfum % 3.0%
Reserve Fund Requirementd 10.0%
Outstanding Bonds [Gross Bond Amount for Improvement Area A] $10,585,00C
Sample Prepayment Calculation (2,261 Sq. Ft. Residential Unit in Tax Zone 3]
Steps from Section G of RMA Source of Caleulotion
Step 1 Assigned Special Tax per Unit | Backup Special Tax Per Unit [From above assum ptions] $1,600 $1,405
Step 2 Special Tax as a % of Total Expected Special Tax Revenues [Step 1 divided by Total Expected Special Tax Revenues| 0.23% 0.20%
Step 3 "Bond Redemption Amount” [Larger quotient from Step 2 multiplied by Outstanding Bonds| $24,493
Step 4 Total Remining Facilities Costs [From abovel $991,371
Step 5 ini i [Larger quotient from Step 2 multiplied by Step 4] $2,015
Step 6 "Redemption Premium" [Step 2 multiplied by Redemption Premium %] $735
Step 7 Interest Accured on Bond Redemption Amount [Covered by Special Tax levied in the year of prepayment] g0
Step & Interest Earned on Bond Redemption Amount and Bond Premiurr [None due to bords being refired at nextinterest payment] 50
Step 9 "Defaasance Reguiremant” [Step 7 rinus Step 8] S0
Step 10 " Administrative Fees and Expenses™ [Assumes $500 per Residential Unit] $500
Step 11 "Resarve Fund Cradit” [Step 2 multipliied by Reserve Fund Requirement 5] (2,449)
Srep 12 “Prepayment Amount” [Sum of Staps3, 5, 6, 9, and 10; minusStep 11] $25,204
Partial Prepayrment 25% $6,322
Partial Prepayment 50% $12,647
Partial Prepayment 75% 818,970

o1 Assurmes bonds Can be redeemed at the first interest payment date after the prepayment has been received
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IMPROVEMENT AREA NO. 2
OF THE
CITY OF SACRAMENTO
NATOMAS MEADOWS COMMUNITY FACILITIES DISTRICT NO. 2007-01

AMENDED AND RESTATED
RATE AND METHOD OF APPORTIONMENT OF SPECIAL TAX

A Special Tax applicable to each Assessor’s Parcel in Improvement Area No. 2 in the City of
Sacramento Natomas Meadows Community Facilities District No. 2007-01 (herein “CFD No. 2007-
01”) shall be levied and collected according to the tax liability determined by the City Council through
the application of the appropriate amount or rate for Taxable Property, as described below. All of the
property in Improvement Area No. 2 in CFD No. 2007-01, unless exempted by law or by the
provisions of Section F below, shall be taxed for the purposes, to the extent, and in the manner herein
provided.

A

DEFINITIONS

The terms hereinafter set forth have the following meanings:

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

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

“Administrative Expenses” means any or all of the following: the fees and expenses of any
fiscal agent or trustee (including any fees or expenses of its counsel) employed in connection
with any Bonds, and the expenses of the City in carrying out its duties with respect to CFD No.
2007-01 and the Bonds, including, but not limited to, the levy and collection of the Special
Tax, the fees and expenses of its counsel, charges levied by the County in connection with the
levy and collection of Special Taxes, costs related to property owner inquiries regarding the
Special Tax, amounts needed to pay rebate to the federal government with respect to Bonds,
costs associated with complying with continuing disclosure requirements under the California
Government Code with respect to the Bonds and the Special Tax, and all other costs and
expenses of the City in any way related to the establishment or administration of CFD No.
2007-01.

“Administrator” means the person or firm designated by the City to administer the Special
Taxes according to this RMA.

“Assessor’s Parcel” or “Parcel” means a lot or parcel shown in an Assessor’s Parcel Map
with an assigned Assessor’s Parcel Number.

Improvement Area No. 2 1 July 30, 2013
City of Sacramento CFD No. 2007-01

30 of 43


nhessel
Back to Report TOC


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

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

“Assigned Special Tax” means the Special Tax for each Land Use Class of Developed
Property, as determined in accordance with Section C.1.b below.

“Authorized Facilities” means those facilities that are authorized to be funded by CFD No.
2007-01.

“Backup Special Tax” means the Special Tax for each Land Use Class of Developed
Property, as determined in accordance with Section C.1.c below.

“Bonds” means any bonds or other debt (as defined in the Act), whether in one or more
series, issued, insured, or assumed by Improvement Area No. 2 of CFD No. 2007-01 related
to Authorized Facilities.

“Buildable Lot” means an individual lot within a Final Map for which a building permit
may be issued without further subdivision of such lot.

“Capitalized Interest” means funds in any capitalized interest account available to pay debt
service on Bonds.

“CFD No. 2007-01” means City of Sacramento Natomas Meadows Community Facilities
District No. 2007-01.

“City” means the City of Sacramento.
“City Council” means the City Council of the City of Sacramento.
“County” means the County of Sacramento.

“Designated Buildable Lot” means a Buildable Lot for which a building permit has not
been issued by the City before June 1 of the previous Fiscal Year.

“Developed Property” means, in any Fiscal Year, all Parcels of Taxable Property for which a
building permit for new construction was issued prior to June 1 of the preceding Fiscal Year.
“Exempt Property” means:
1) Public Property, except as otherwise authorized by Sections 53317.3 and
53317.5 of the Act;
(2 Parcels that are owned by a public utility for an unoccupied facility;

3 Parcels that are subject to an easement or other instrument that precludes any
other use on the Parcel; and

4) Parcels identified as lettered lots on a large lot parcel map because such
Parcels are designated as a park site, school site, or other site that will
ultimately be owned by a public agency.
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“Expected Residential Lot Count” means 163 Buildable Lots of Residential Property in Tax
Zone 5, 48 Buildable Lots of Residential Property in Tax Zone 6, and 49 Buildable Lots of
Residential Property in Tax Zone 7 or, as determined by the Administrator, the number of
Buildable Lots of Residential Property in the applicable Tax Zone based on the most recently
recorded Final Map or modified Final Map.

“Final Map” means a final map, or portion thereof, approved by the City pursuant to the
Subdivision Map Act (California Government Code Section 66410 et seq.) that created
Buildable Lots. The term “Final Map” shall not include (i) any large-lot subdivision map,
Assessor’s Parcel Map, or subdivision map, or portion thereof, that does not create Buildable
Lots or (ii) Assessor’s Parcels that are designated as remainder parcels.

“Fiscal Year” means the period starting July 1 and ending on the following June 30.
“Improvement Area No. 2 means Improvement Area No. 2 of CFD No. 2007-1.

“Indenture” means the bond indenture, fiscal agent agreement, trust 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.

“Land Use Class” means any of the classes listed in Table 1 below.

“Maximum Special Tax” means the Maximum Special Tax determined in accordance with
Section C.1.a below that can be levied in any Fiscal Year on any Assessor’s Parcel.

“Non-Residential Property” means all Assessor’s Parcels of Developed Property for which a
building permit was issued for a non-residential use.

“Proportionately” means (a) for Developed Property, that the ratio of the actual Special Tax
levy to the Assigned Special Tax is equal for all Assessor’s Parcels of Developed Property
within Improvement Area No. 2 or, if necessary pursuant to Section D below, that the ratio of the
increase from the Assigned Special Tax to the Backup Special Tax levy, for those Assessor’s
Parcels where the Backup Special Tax is greater than the Assigned Special Tax, is equal for
Assessor’s Parcels of Developed Property; and (b) for Undeveloped Property, that the ratio of the
actual Special Tax levy to the Maximum Special Tax is equal for all Assessor's Parcels of
Undeveloped Property within Improvement Area No. 2.

“Public Property” means any property within the boundaries of Improvement Area No. 2 of
CFD No. 2007-01 that is owned by the City, federal government, State of California or other
public agency; provided however that any property leased by a public agency to a private
entity and subject to taxation under Section 53340.1 of the Act shall be taxed and classified in
accordance with its use. Privately owned property that is otherwise constrained by public
use and necessity through easement, lease, or license shall be considered Public Property.

“Residential Floor Area” has the same meaning as that defined for the School Mitigation
Fee by California Government Code Section 65995 for "Accessible Space," which is "all of
the square footage within the perimeter of a residential structure, not including any carport,
walkway, garage, overhang, patio, enclosed patio, detached accessory structure, or similar
area.
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“Resolution of Change” means the resolution adopted by the City Council on XXXX
with respect to, among other matters, the alteration of the rate and method of
apportionment of special tax for Improvement Area No. 2.

“Residential Property” means all Assessor’s Parcels of Taxable Property for which a
building permit may be issued for purposes of constructing one or more residential dwelling
units.

“Residential Unit” means a single family detached unit or an individual unit within a duplex,
triplex, halfplex, fourplex, condominium, townhome, live/work, or apartment structure. A
second unit (granny flat) that shares a Parcel with a single family detached unit shall not be
considered a Residential Unit for purposes of levying the Special Tax.

“RMA” means this Rate and Method of Apportionment of Special Tax.

“Special Tax” means a Special Tax levied in any Fiscal Year to pay the Special Tax
Requirement.

“Special Tax Requirement” means the amount necessary in any Fiscal Year (i) to pay
principal and interest on Bonds which are due in the calendar year which begins in such Fiscal
Year, (ii) to create or replenish reserve funds, (iii) to cure any delinquencies in the payment of
principal or interest on Bonds which have occurred in the prior Fiscal Year or (based on
delinquencies in the payment of Special Taxes within Improvement Area No. 2 which have already
taken place) are expected to occur in the Fiscal Year in which the tax will be collected, (iv) to
pay Administrative Expenses, and (v) to pay the costs of public improvements and public
infrastructure authorized to be financed by CFD No. 2007-01. The Special Tax Requirement
may be reduced in any Fiscal Year by (i) interest earnings on or surplus balances in funds and
accounts for the Bonds to the extent that such earnings or balances are available to apply against
debt service pursuant to the Indenture or other legal document that sets forth these terms, (ii)
proceeds from the collection of penalties associated with delinquent Special Taxes within
Improvement Area No. 2, and (iii) any other revenues available to pay debt service on the
Bonds as determined by the Administrator.

“Tax Zone” means a mutually exclusive geographic area, within which particular Special Tax
rates may be levied within Improvement Area No. 2 pursuant to this RMA. Attachment 1
identifies the Tax Zones in Improvement Area No. 2 in CFD No. 2007-01.

“Tax Zone 5” means the geographic area within CFD No. 2007-01 that is specifically
identified in Attachment 1 hereto as Tax Zone 5.

“Tax Zone 6” means the geographic area within CFD No. 2007-01 that is specifically
identified in Attachment 1 hereto as Tax Zone 6.

“Tax Zone 7” means the geographic area within CFD No. 2007-01 that is specifically
identified in Attachment 1 hereto as Tax Zone 7.

“Taxable Property” means all of the Assessor’s Parcels within the boundaries of Improvement
AreaNo. 2in CFD No0.2007-01 which are not exempt from the Special Tax pursuant to law or
Section F below.
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“Undeveloped Property” means, for each Fiscal Year, all Taxable Property not classified as
Developed Property.

B. DATA FOR ADMINISTRATION OF SPECIAL TAX

On or about July 1 of each Fiscal Year, the Administrator shall identify the current Assessor’s
Parcel Numbers for all Parcels of Taxable Property within Improvement Area No. 2. The
Administrator shall also determine: (i) within which Tax Zone each Assessor’s Parcel is
located, (ii) whether each Assessor’s Parcel of Taxable Property is Developed Property or
Undeveloped Property, and (iii) the Special Tax Requirement.

In any Fiscal Year, if it is determined that (i) a parcel map for a portion of property in
Improvement Area No. 2 in CFD No. 2007-01 was recorded after January 1 of the prior Fiscal
Year (or any other date after which the Assessor will not incorporate the newly-created
parcels into the then current tax roll), (ii) because of the date the parcel map was recorded, the
Assessor does not yet recognize the new parcels created by the parcel map, and (iii) one or
more of the newly- created parcels meets the definition of Developed Property, the
Administrator shall calculate the Special Taxes for the property affected by recordation of the
parcel map by determining the Special Taxes that applies separately to each newly-created
parcel, then applying the sum of the individual Special Taxes to the Parcel that was subdivided by
recordation of the parcel map.

C. MAXIMUM SPECIAL TAX
1. Developed Property

a. Maximum Special Tax

The Maximum Special Tax that may be levied in any Fiscal Year for each
Assessor’s Parcel classified as Developed Property in Improvement Area No. 2
shall be the greater of (i) the amount derived by application of the Assigned
Special Tax or (ii) the amount derived by application of the Backup Special
Tax.

b. Assigned Special Tax

The Assigned Special Tax that may be levied in Fiscal Year 2013-14 for each
Land Use Class in Improvement Area No. 2 is shown below in Table 1.
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Table 1
IMPROVEMENT AREA NO. 2
CFD No. 2007-1
ASSIGNED SPECIAL TAX

DEVELOPED PROPERTY
Laglc;sL;se Description Iljlemdentlal ,i(s)sllsg;nle?j
oor Area Special Tax *
Tax Zone 5
13 Residential Property > 1,500 sq. ft. $1,350 per Residential Unit
14 Residential Property < 1,500 sq. ft. $950 per Residential Unit
15 Non-Residential Property $22,828 per Acre
Tax Zone 6
16 Residential Property > 1,950 sq. ft. $1,600 per Residential Unit
17 Residential Property < 1,950 sq. ft. $1,200 per Residential Unit
18 Non-Residential Property $23,885 per Acre
Tax Zone 7
19 Residential Property > 2,300 sq. ft. $1,750 per Residential Unit
20 Residential Property < 2,300 sq. ft. $1,200 per Residential Unit
21 Non-Residential Property $16,548 per Acre

*On July 1, 2014 and each July 1 thereafter, the Assigned Special Taxes shown above shall be
increased by two percent (2%) of the amount in effect in the previous Fiscal Year.

C. Backup Special Tax

The Backup Special Tax shall be $1,149 per Residential Unit for Residential
Property in Tax Zone 5, $1,400 per Residential Unit for Residential
Property in Tax Zone 6, and $1,647 per Residential Unit for Residential
Property in Tax Zone 7.

On July 1, 2014 and each July 1 thereafter, the Backup Special Tax per
Residential Unit within each of the Tax Zones shall be increased by two
percent (2%) of the amount in effect in the previous Fiscal Year.

d. Mandatory Prepayment

If, in any Fiscal Year after the City has issued Bonds, a Final Map is proposed
that results in a reduction in the Expected Residential Lot Count in the area
affected by the Final Map, then the following steps shall be applied:

Step 1: The Administrator shall calculate the Maximum Special Tax
revenues that could be collected from property in
Improvement Area No. 2 in CFD No. 2007-01based on

the Expected Residential Lot Count prior to the proposed
reduction;
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Step 2:

Step 3:

The Administrator shall calculate the Maximum Special Tax
revenues that could be collected from property in Improvement
Area No. 2 in CFD No. 2007-01 assuming the Final Map is
approved hereby reducing the Expected Residential Lot Count;

If the revenues calculated in Step 2 are: (i) less than those
calculated in Step 1 and (ii) not sufficient to maintain the greater
of 110% coverage on the Bonds' debt service or the coverage
required within the official bond documents, the landowner of
the property affected by the Final Map must prepay an amount
sufficient to retire a portion of the Bonds and maintain 110%
coverage on the Bonds' debt service. The required prepayment
shall be calculated using the formula set forth in Section G
below. If the mandatory prepayment has not been received by the
City prior to the issuance of the first building permit for new
construction within the Final Map on which the land use change
has occurred, the Administrator shall levy the amount of the
mandatory prepayment on the Parcel(s) affected by the land use
change or on any of the landowner's Parcel(s) of Undeveloped
Property within that Final Map, and if this amount should, in any
instance, exceed the Maximum Special Tax as defined herein, it
shall nonetheless be authorized and shall not exceed the
maximum special tax as that term is used in the Act.

If the revenues calculated in Step 2 are less than those calculated
in Step 1, but the revenues calculated in Step 2 are sufficient to
maintain the greater of 110% coverage on the Bond's debt
service or the coverage required within the official bond
documents, no such mandatory prepayment will be required. In
addition, if the amount determined in Step 2 is higher than that
calculated in Step 1, no such mandatory prepayment will be
required.

2. Undeveloped Property

The Maximum Special Tax for Undeveloped Property in Improvement Area No. 2
shall be $22,828 per Acre for such property in Tax Zone 5, $23,885 per Acre for such
property in Tax Zone 6, and $16,548 per Acre for such property in Tax Zone 7. On
July 1, 2014 and each July 1 thereafter, the Maximum Special Tax for Undeveloped
Property shall be increased by two percent (2%) of the amount in effect in the

previous Fiscal Year.

D. METHOD OF LEVY OF THE SPECIAL TAXES

Each Fiscal Year, the Administrator shall determine the Special Tax Requirement to be
collected in that Fiscal Year for Improvement Area No. 2. A Special Tax shall then be levied
according to the following steps:

Step 1: The Special Tax shall be levied Proportionately on each Parcel of
Developed Property in Improvement Area No. 2 up to 100% of the
applicable Assigned Special Tax as shown in Table 1 above until the
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amount levied on Developed Property is equal to the Special Tax
Requirement prior to applying Capitalized Interest that is available
under the applicable Indenture.

Step 2: If additional revenue is needed after Step 1 in order to meet the
Special Tax Requirement after Capitalized Interest has been applied to
reduce the Special Tax Requirement, the Special Tax shall be levied
Proportionately on each Parcel of Undeveloped Property up to 100% of
the Maximum Special Tax for Undeveloped Property;

Step 3: If additional revenue is needed after Step 2 in order to meet the
Special Tax Requirement after Capitalized Interest has been applied to
reduce the Special Tax Requirement, the levy of the Special Tax on
each Parcel of Developed Property whose Maximum Special Tax is
determined through the application of the Backup Special Tax shall be
increased Proportionately from the Assigned Special Tax up to 100%
of the Maximum Special Tax for each such Parcel;

Step 4: If additional revenue is needed to meet the Special Tax Requirement after
applying the first three steps, the Special Tax shall be levied
Proportionately on each Parcel of Public Property, exclusive of property
exempt from the Special Tax pursuant to Section F below, up to 100%
of the Maximum Special Tax for Undeveloped Property.

Notwithstanding the above, under no circumstances shall the Special Tax levied on any
Assessor’s Parcel of Residential Property for which a building permit for private residential use
has been issued be increased by more than ten percent as a consequence of delinquency or
default by the owner of any other Assessor’s Parcel within Improvement Area No. 2 in CFD
No. 2007-01.

E. MANNER OF COLLECTION OF SPECIAL TAXES

The Special Taxes for Improvement Area No. 2 in CFD No. 2007-01 shall be collected in the
same manner and at the same time as ordinary ad valorem property taxes, provided, however,
that prepayments are permitted as set forth in Section G below and provided further that the City
may directly bill the Special Taxes, may collect Special Taxes at a different time or in a different
manner, and may collect delinquent Special Taxes through foreclosure or other available
methods.

The Special Tax shall be levied and collected until principal and interest on Bonds have been
repaid and Authorized Facilities to be constructed directly from Special Tax proceeds have
been completed. However, in no event shall Special Taxes be levied after Fiscal Year 2055-
2056.

F. EXEMPTIONS

Notwithstanding any other provision of this RMA, no Special Taxes shall be levied in any
Fiscal Year on Exempt Property or on Parcels in Improvement Area No. 2 that have fully

prepaid the Special Tax obligation assigned to the Parcel pursuant to the formula set forth in
Section G helow
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G.

PREPAYMENT OF SPECIAL TAX

The following definitions apply to this Section G:

“Remaining Facilities Costs” means the Public Facilities Requirement minus public facility
costs funded by Outstanding Bonds, developer equity and/or any other source of funding.

“Outstanding Bonds” means all Previously Issued Bonds which remain outstanding, with the
following exception: if a Special Tax has been levied against, or already paid by, an
Assessor’s Parcel making a prepayment, and a portion of the Special Tax will be used to pay a
portion of the next principal payment on the Bonds that remain outstanding (as determined by
the Administrator), that next principal payment shall be subtracted from the total Bond
principal that remains outstanding, and the difference shall be used as the amount of
Outstanding Bonds for purposes of this prepayment formula.

“Previously Issued Bonds” means all Bonds that have been issued in Improvement
Area No. 2 prior to the date of prepayment.

“Public Facilities Requirements” means either approximately $4,555,000 in 2013 dollars,
which shall increase on January 1, 2014, and on each January 1 thereafter by the percentage
increase, if any, in the construction cost index for the San Francisco region for the prior
twelve (12) month period as published in the Engineering News-Record or other comparable
source if the Engineering News-Record is discontinued or otherwise not available, or such
other number as shall be determined by the City as sufficient to fund improvements that are
authorized to be funded by Improvement Area No. 2 in CFD No. 2007-01.

1. Prepayment in Full

The Special Tax obligation applicable to an Assessor's Parcel in Improvement Area No. 2
in CFD No. 2007-01 may be 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 Special Tax obligation shall provide the City with written notice of intent to prepay.
Within 30 days of receipt of such written notice, the City or its designee shall notify such
owner of the prepayment amount for such Assessor's Parcel. Prepayment must be made not
less than 75 days prior to any redemption date for Bonds to be redeemed with the proceeds
of such prepaid Special Taxes. Prepayment is permitted only under the following
condition; the City determines that the Prepayment does not jeopardize the ability to
make timely payments of debt service on outstanding bonds. Attachment 2 herein
provides a sample prepayment calculation for a Parcel in Tax Zone 3. The Prepayment
Amount shall be calculated as follows (capitalized terms as defined above or below):

Bond Redemption Amount

plus Remaining Facilities Amount
plus Redemption Premium

plus Defeasance Requirement

plus  Administrative Fees and Expenses
less Reserve Fund Credit

equals Prepayment Amount
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As of the proposed date of prepayment, the Prepayment Amount shall be determined by
application of the following steps:

Step 1:

Step 2:

Step 3:

Step 4:

Step 5:

Step 6:

Step 7:

Step 8:

Compute the Assigned Special Tax and Backup Special Tax for the
Assessor's Parcel to be prepaid based on the Developed Property
Special Tax which is, or could be, charged in the current Fiscal Year. If
this Section G is being applied to calculate a prepayment pursuant to
Section C.l.d above, use, for purposes of this Step 1, the amount by
which the expected Maximum Special Tax revenues have been reduced
below the amount needed to maintain the greater of 110% coverage on
the Bond's debt service or the coverage required within the official bond
documents due to the change in land use that necessitated the prepayment.

(a) Divide the Assigned Special Tax computed pursuant to Step 1 by the
total estimated Assigned Special Taxes for Improvement Area No. 2 in
CFD No. 2007-01 based on the Developed Property Special Tax
which could be charged, using the rates for the current Fiscal Year, on
all expected development through buildout of Improvement Area No.
2 in CFD No. 2007-01, excluding any Assessor's Parcels which have
been prepaid, and

(b) Divide the Backup Special Tax computed pursuant to Step 1 by the
total estimated Backup Special Taxes at buildout of Improvement
Area No. 2 in CFD No0.2007-01, excluding any Assessor's Parcels
which have been prepaid.

Multiply the larger quotient computed pursuant to Step 2(a) or 2(b) by the
Outstanding Bonds to compute the amount of Outstanding Bonds to be
retired and prepaid (the “Bond Redemption Amount”).

Compute the current Remaining Facilities Costs (if any).

Multiply the larger quotient computed pursuant to Step 2(a) or 2(b) by the
amount determined pursuant to Step 4 to compute the amount of Remaining
Facilities Costs to be prepaid (the “Remaining Facilities Amount”).

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

Compute the amount needed to pay interest on the Bond Redemption Amount
starting with the first Bond interest payment date after which the prepayment
will be received until the earliest redemption date for the Outstanding Bonds.
However, if Bonds are callable at the first interest payment date after the
prepayment has been received, Steps 7, 8 and 9 of this prepayment formula
will not apply.

Compute the amount of interest the City reasonably expects to derive from
reinvestment of the Bond Redemption Amount plus the Redemption
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Premium from the first Bond interest payment date after which the
prepayment has been received until the redemption date for the Outstanding
Bonds.

Step 9: Subtract the amount computed pursuant to Step 8 from the amount
computed pursuant to Step 7 (the “Defeasance Requirement”).

Step 10: The administrative fees and expenses associated with the prepayment will be
determined by the Administrator and include the costs of computing the
prepayment, redeeming Bonds and recording any notices to evidence the
prepayment and the redemption (the “Administrative Fees and Expenses”).

Step 11: If, at the time the prepayment is calculated, the reserve fund is greater than or
equal to the reserve requirement, and to the extent so provided in the Bond
indenture, a reserve fund credit shall be calculated as a reduction in the
applicable reserve fund for the Outstanding Bonds to be redeemed pursuant
to the prepayment (the “Reserve Fund Credit”).

Step 12: The Special Tax prepayment is equal to the sum of the amounts
computed pursuant to Steps 3, 5, 6, 9, and 10, less the amount computed
pursuant to Step 11 (the “Prepayment Amount”).

Once a prepayment has been received, a Notice of Cancellation of Special Tax Lien shall be
recorded against the Parcel. However, a Notice of Cancellation of Special Tax Lien shall
not be recorded until all Special Taxes levied on the Parcel in the current or prior Fiscal
Years have been collected.

2. Prepayment in Part

The Special Tax on an Assessor's Parcel or Buildable Lot for which a final
inspection, or equivalent, has not yet been completed may be partially prepaid.
However, such partial prepayment must be made in an amount equal to 25%, 50%, or 75% of
the amount of the full prepayment calculated pursuant to Section G.1 above. In calculating
the partial prepayment, the Administrator shall round up the amount required for the partial
prepayment in order to redeem whole bonds, including any redemption premium.
Prepayment is permitted only under the following condition; the City determines that the
Prepayment does not jeopardize the ability to make timely payments of debt service on
outstanding bonds.

Upon issuance of a certificate of occupancy for an Assessor's Parcel, no partial prepayments
will be accepted for the Parcel. In addition, only one partial prepayment shall be permitted
for an Assessor's Parcel or Buildable Lot within Improvement Area No. 2 in CFD No.
2007-01.

The owner of any Assessor's Parcel who desires to make a partial prepayment shall notify the
Administrator of the percentage of the Special Tax to be prepaid. The Administrator shall
provide the owner with a statement of the amount required for the partial prepayment within
thirty (30) days of the request and may charge a fee for providing this service. With respect
to any Assessor's Parcel that is partially prepaid, the Administrator shall (i) distribute the
remitted prepayment funds according to Section G.1, and (ii) indicate in the records of CFD
No. 2007-01 that there has been a partial prepayment of the Special Tax and that a portion
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of the Special Tax with respect to such Assessor's Parcel, equal to the un-prepaid percentage
of the Maximum Special Tax, shall continue to be levied on such Assessor's Parcel pursuant

to Section D.

H. INTERPRETATION OF SPECIAL TAX FORMULA

Interpretations may be made by resolution of the City Council for purposes of clarifying any
vagueness or ambiguity in the Special Tax rates, method of apportionment, classification of
properties, and any definition applicable to Improvement Area No. 2 in CFD No. 2007-
01. The City Council's interpretation will be conclusive.

l. APPEALS

Any taxpayer who believes that the amount of the Special Tax assigned to a Parcel in
Improvement Area No. 2 is in error may file a notice appealing the levy of the Special Tax with
the City Treasurer's Office and the City Planning Department, Public Improvement Financing
Division. City representatives shall then promptly review the appeal and, if necessary, meet
with the taxpayer. If the City representatives determine that the Special Tax is in error, they
shall recommend to the City Council that the Special Tax levy be corrected and, if applicable

in any case, that a refund be granted. The City Council's decision on the recommendation will
be final.
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ATTACHMENT 1

IMPROVEMENT AREA NO. 2
CITY OF SACRAMENTO
NATOMAS MEADOWS COMMUNITY FACILITIES DISTRICT NO. 2007-01

IDENTIFICATION OF TAX ZONES
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NO.1 TOWN HOME 120 GARDEN 163 |
NO.2 ALLEY 713 ALLEY 48
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ATTACHMENT 1
PROPOSED TAX ZONES
NATOMAS MEADOWS
COMMUNITY FACILITIES DISTRICT 2007-01
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ATTACHMENT 2

Gity of Sacramento

Natomas Meadows Community Facilities District No. 2007-1

sample Prepayment Calculation

for One Buildable Lot in Tax Zone 2 in Improvement Area 2

Assumptions
Assigned Special Tax ona 2,261 Sq. Ft Residential Unitin Tax Zone 2

Source of Colculation

[Per Table 1 of RMA] $1,600
Backup Special Tax ona 2,261 . Ft Residential Unitin Tax Zone 2 [Per Exhibit 2-F] $1,400
Total Expected Special Tax Revenuesin CFD $1,024,950
Total Expectad Special Tax Revenuesinimprovermnent Area B in CFD $333,500
Improvernent Area B Percentage of Total Expected Special Tax Revenues in CFC 32.54%
Total Public Facilities Requirement for CFD [Per definition] $14,000,00C
Total Public Facilities Requirement for Improvement Area B [32.549 of $14,000,000] $4,555,244
Construction Proceeds from First Bond | ssue $3.910,438
Total Remaining Facilities Costs $644,906
Redemption Premium % 3.0%
Reserve Fund Requirement 3 10.0%
Qutstanding Bonds [Gross Bond Amount for Improvement Area B] $5,060,000
Sample Caleulation (2,261 Sq. Ft. Rasidential Unit in Tax Zona 3]

Steps from Section G of RMA Source of Colculation
Step 1 Assigned Special Tax per Unit | Backup Special Tax Per Unit [From above assumptions] $1,600 $1,400
Step 2 Special Tax as a % of Total Expected Special Tax Revenues [Step 1 divided by Total Expected Special Tax Revenues| 0.48% 0.42%
Step 3 "Bond Redemption Amount” [Larger quotient from Step 2 multiplied by Outstanding Bonds] $24,276
Step 4 Total Remaining Facilities Costs [From above] $644,906
Step 5 "Remaining Facilities Amount™ [Larger quotient from Step 2 multiplied by Step 4] 82,707
Step 6 "Redemption Premium" [Step 2 multiplied by Redemption Premium %] $728
Step 7 Interest Accured on Bond Redemption Amount [Covered by Special Tax levied in the year of prepayment] so
Step 8 Interest Earned on Bond Redemption Ameunt and Bond Premiurr [None due to bonds baing retired at nextinterest payrment] s0
Step 9 “Defeasance Requirement™ [Step 7 rminus Step 8] 50
Step 10 " Administrative Fees and Expenses” [Assumes $500 per Residential Unit] $500
Step 11 "Resarve Fund Credit"” [Step 3multiplied by Reserve Fund Requirement 9] (2,428
Step 12 “Prepayment Amount” [Sum of Steps3, 5, 6, 9, and 10; minus Step 11] §25,784
Partial Prepayment 25% 56,445
Partial Prepayment 50% $12,89
Partial Prepayment 75% $15,338

T Assumes bonds can be redeemed at the first Interest payment date after the prepayment has been receved
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