%)
’ Yucaipa Valley Water District
W

Notice and Agenda of a Board Workshop
Tuesday, May 8, 2012 at 4:00 p.m.

MEETING LOCATION: District Administration Building

12770 Second Street, Yucaipa

MEMBERS OF THE BOARD: Director lan Cuthbertson, Division 1

Director Bruce Granlund, Division 2
Director Jay Bogh, Division 3

Director Lonni Granlund, Division 4
Director Hank Wochholz, Division 5

Call to Order

Public Comments At this time, members of the public may address the Board of Directors on matters
within its jurisdiction; however, no action or significant discussion may take place on any item not on the
meeting agenda.

Staff Report
Presentations

A.

B.

The Water Efficiency and Conservation State Scorecard: An Assessment of Laws
and Policies by the Alliance for Water Efficiency and the Environmental Law
Institute [Workshop Memorandum No. 12-089 - Page 3 of 167]

Facts and Information on California’s Water and Environmental Debates by the
Delta Stewardship Council [Workshop Memorandum No. 12-090 - Page 5 of 167]

Capital Improvement Projects

A.

B.

C.

Status Report on the Construction of the Yucaipa Valley Regional Brineline
[Workshop Memorandum No. 12-091 - Page 37 of 167]

Status Report on the Construction of the R-10 Recycled Water Reservoir and
Booster Complex [Workshop Memorandum No. 12-092 - Page 42 of 167

Status Report on the Construction of the Crow Street Pipeline Facilities [\WWorkshop
Memorandum No. 12-093 - Page 47 of 167]

Any person with a disability who requires accommodation in order to participate in this meeting should telephone Erin Anton at
(909) 797-5117, at least 48 hours prior to the meeting in order to make a request for a disability-related modification or

accommodation.

Materials related to an item on this agenda submitted to the Board of Directors after distribution of the workshop packet are
available for public inspection during normal business hours at the District office located at 12770 Second Street, Yucaipa.
Meeting material is also be available on the District's website at www.yvwd.dst.ca.us
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VI.

VII.

VIII.

D.

E.

Status Report on the Construction of the Recycled Water Booster Facility at the
Reservoir R-12.1 Complex [Workshop Memorandum No. 12-094 - Page 48 of 167]

Status Report on the Construction of the Wochholz Improved Salinity Effluent
(WISE) Project [Workshop Memorandum No. 12-095 - Page 49 of 167]

Development Related Issues

A.

B.

Formation of Community Facilities District No. 2012-1 (Singleton Heights) to
Replace the Non-Formed Community Facilities District No. 2006-1 (Calimesa
Springs) [Workshop Memorandum No. 12-096 - Page 51 of 167]

Amendment No. 1 to Development Agreement for Tract No. 26811 (Singleton
Heights) [Workshop Memorandum No. 12-097 - Page 101 of 167]

Administrative Issues

A.

B.

C.

D.

Unaudited Financial Report for the Period Ending April 30, 2012 [Workshop
Memorandum No. 12-098 - Page 117 of 167]

Participation in the 2012 San Bernardino Valley Municipal Water District
Cooperative Recharge Program [Workshop Memorandum No. 12-099 - Page 147
of 157]

Authorization to Solicit Bids for the Construction of the Crow Street Recycled
Water Pipeline [Workshop Memorandum No. 12-100 - Page 152 of 157]

Regional Water Allocation Agreement for Water Imported by the San Gorgonio
Pass Water Agency [Workshop Memorandum No. 12-101 - Page 153 of 157]

Director Comments
Closed Session

A.

Conference with Real Property negotiator(s) (Government Code 54956.8)
Property: Assessor’s Parcel Number: 301-201-29

Agency Negotiator: Joseph Zoba, General Manager

Negotiating Parties: Palmer General Corporation

Under Negotiation: Terms of Payment and Price

Conference with Labor Negotiator (Government Code 54957.6)
District Negotiator: Joseph Zoba, General Manager
Employee Organization: IBEW Local Union 14356 - YVYWD Employees Association

Conference with Labor Negotiator (Government Code 54957.6)
District Negotiator: Joseph Zoba, General Manager

Employee Organization: Supervisor Bargaining Unit
Conference with Labor Negotiator (Government Code 54957.6)
District Negotiator: Joseph Zoba, General Manager

Employee Organization: Confidential Employee Bargaining Unit
Conference with Labor Negotiator (Government Code 54957.6)
District Negotiator: Joseph Zoba, General Manager

Employee Organization: Exempt Employee Bargaining Unit

Adjournment
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@ Yucaipa Valley Water District Workshop Memorandum 12-089
W

Date: May 8, 2012

Subject: The Water Efficiency and Conservation State Scorecard: An

Assessment of Laws and Policies by the Alliance for Water
Efficiency and the Environmental Law Institute

The Alliance for Water Efficiency and the Environmental Law Institute have released a draft of
the report entitled, The Water Efficiency and Conservation State Scorecard: An Assessment of
Laws and Policies. This research effort identified state level water efficiency and conservation
policies and laws throughout the 50 states based on a 20-question survey. Water efficiency and
conservation laws and policies encompassed in the survey included plumbing fixture standards,
water conservation requirements related to water rights, water loss control rules, conservation
planning and program implementation, volumetric billing for water, funding sources for water
efficiency and conservation programs, and technical assistance and other informational
resources.

In addition to collecting data on individual state level water efficiency and conservation policies,
the report graded the states based on its findings. Overall, the 50 states as a group average a
"C" grade. California and Texas received the highest scores with a grade of A-.

A copy of the report can be downloaded from the Alliance for Water Efficiency website.

Water Efficiency and Conservation State Scorecard Grades

o State Grades
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Alabama 2 Montana 3 D
Alaska 3 Nebraska 3 D
Arizona 22 Nevada 14 C+
Arkansas 7 C- New Hampshire 17 B-
California 29 A- New lersey 16.5 B-
Colorado 16.5 B- New Mexico 10.5 C
Connecticut 14 C+ New York 11 C
Delaware 7 C- North Carolina 11 C
Florida 12 C+ North Dakota 2 D
Georgia 17.5 B- Ohio 3.5 D
Hawaii 4 Oklahoma 3 D
Idaho 3 Oregon 155 B-
Illinois 5 C- Pennsylvania 3

Indiana 6 C- Rhode Island 20

lowa 10.5 South Carolina 6.5 C-
Kansas 10 South Dakota 4 D
Kentucky 13 C+ Tennessee 2 D
Louisiana 2 Texas 29 A-
Maine 3 Utah 14 C+
Maryland 7.5 C Vermont 6 C-
Massachusetts 12 C+ Virginia 16.5 B-
Michigan 3 D Washington 20 B
Minnesota 14.5 C+ West Virginia 4 D
Mississippi 2 D Wisconsin 155 B-
Missouri 2 D Wyoming 2 D
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@ Yucaipa Valley Water District Workshop Memorandum 12-090
W

Date: May 8, 2012

Subject: Facts and Information on California’s Water and Environmental

Debates by the Delta Stewardship Council

The Delta Stewardship Council (DSC) has published a white paper on a wide range of water
issues facing California, with particular focus on the Sacramento-San Joaquin Delta. A copy of
the Facts and Information on California’s Water and Environmental Debates includes a variety
of charts and graphs to illustrate how water management has developed over the decades, and
it provides a snapshot of projected water supply and usage.

A copy of the report can be downloaded to enable the links included throughout the report.
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FACTS AND INFORMATION ON CALIFORNIA’S

WATER AND ENVIRONMENTAL DEBATES

DeLTA STEWARDSHIP COUNCIL
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Delta Stewardship Council

For questions, contact:
Aaron Farber
Project Developer

916.445.0715

aaron.farber@deltacouncil.ca.gov
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DELTA STEWARDSHIP COUNCIL

FACTS AND INFORMATION ON

CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES

“The challenges of managing water and achieving ecological rehabilitation in the Delta are
numerous, including the reluctance of many participants to confront the reality that water

is scarce; the distribution of water management responsibilities among many agencies and
organizations; the suite of environmental factors (stressors) that affect the structure and
functioning of the Delta ecosystem, including the many biological and physical changes that
have occurred in the Delta; and the lack of detailed understanding of futture socioeconomic,

climmate, biological, and other changes and the consequent lack of ability to plan for them.”

SUSTAINABLE WATER AND ENVIRONMENTAL MANAGEMENT IN THE CALIFORNIA BAY-DELTA

NATIONAL RESEARCH COUNCIL

OF THE NATIONAL ACADEMIES
www.nap.edu

March 29, 2012

This booklet provides information on a wide range of water issues facing

California with particular focus on the Delta.

For an electronic copy of this handout, go to www.deltacouncil.ca.gov
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Table of Contents

Water Management Since 1840 1
California’s Water Supply is Not Growing and It Arrives Erratlcally ____________________________ 2
Most Precipitation Occurs Farm From Where Demand is Greatest 3

Human Use Is First Priority and Environmental Water Talkes

The Reductions . . . . 4
Most Environmental Water Has Few Connections to Qur Statewide Water System
And Cannot Be Recovered for Urban and Agricultural Use_ 5
Human Water Use May Have Peaked In California 6
No Surprise: Inland Cities Use More Per-Capita Than Coastal Cities________ 7
Flows Coming Into The Delta Vary Widely By Water Year Type 8
Flows Through The Delta & To The Bay Have Declined Over Time_ 9
Exports Have Increasingly Reduced the Amount of Water Flowing

The Delta That Ultimately Flows Out to the Ocean__ . 10
Delta Water Exports Have Risen Over The Past Four Decades . 11
California Exports More Water In Dry Years Than Wet Or Average Years__ 12
Upstream Use, In-Delta Use, And Exports Have Reduced Delta Quflows 13
The Need For A Constant Statewide Water and Power Supply Has Altered The
Timing Of Flows Into The Delta____ . 14
As Exports And Upstream Use Have Increased, Fish Specles Have Collapsed 15
Rate of Delta I.evee Failures Slowing But Continuing In Spite Of

Recent State Investment . . . . 16
Continued Subsidence of Delta Islands Increases Flood Risk . 17
Preliminary Study Suggests The Potential Damage From Major Earthquake

And Multi-Island Failure Is Mostly to Local Economy . . 18
Local Supplies Will Make Up More Of Southern California’s Future Water

Supply__. . . 19
End Of Colorado River Surpluses Has Meant Increased Delta Exports For

Southern California . . . . 20
Future Demand On The Colorado River Exceeds Water Supply . 21
Southern California Is Developing Array Of Local Sources To Reduce

Reliance On Imported Water . . 22
Water Conservation Is Essential But The New 20% Savmgs Will Be Used Up

By 2024 . . 23
Most Basins Are In Good Shape, But Some Face Critical Overdraft 24
The Delta Stewardship Council Has A Variety of Roles In

Establishing State Policy for the Delta . . . 25
Covered Actions Require Consistency with the Delta Plan_____ 26
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List of Figures

Timeline of Major Public Decisions in California Water 1
Historical Precipitation 1890-2010 s 2
Unimpaired Water Availability and Net WaterUse_ . 3
Total Water Use in Representative Water Years ______.......ecccmmmeemennseenns: 4

Statewide Gross Water Use, Gross Water Use Excluding North Coast,

Net Water Use Excluding North Coast e S
Historical Gross Water US€ .. ... e emeeeeesens et s seemesesesems st sesst e seemsseens 6
Urban Per Capita Water Use for Select Cities 1996- 2010 i 7
Annual Delta Inflows by Source 1930-2010_ 8
Annual Delta Outflows 10302000 9
Difference Between Annual Delta Inflows and Outflows 1930-2010_ 10
Historical Project Exports By Water Year Type 1968-2010____ 11
Project Exports By Water Year Type 3 WY Types) 1968-2010 12
Delta Watershed Consumptive Use 1930-2005 .. 13
Historical Unimpaired Flow and Inflow 19212008 14
Historical Project Exports and Fish Abundances 1956-2009____ 15
Delta Levee Failures and Program Spending 1900-2010 e, 16
Delta Subsidence MAap e see s seenaesneen 17
Percentage of Total Costs and Impacts of Seismic Event Causing

20-50 Flooded ISlands ... eeeee—— 18
2010 and 2035 Water Supply of Major Water Agencies in

Metropolitan Water District Service Area_ .. eeceeeeeeeeeeeesesnenens 19
Historical Metropolitan Water District of Southern California

Imported Water Supply Sources 1976-2010_ e 20
Historical Supply and Use and Projected Future Colorado River

Basin Water Supply and Demand, s nnseaes 21
City of Los Angeles (LA DWP) Water Supply 2010-2035______ ... 22
Urban Per Capita Water Use for Projected California Population

Based on 2005 Urban Water SUpPLY, ..........o.oocoeerrerseesssssemsesssemssssesssssssesssssssssssssssssans 23
Groundwater Storage by Central Valley Basin and Water Year Type 24
Delta Stewardship Council Roles . ....eeesserrmsssss s ssssssssess 25
Decision Tree for Covered Actions 26
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FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES

WATER MANAGEMENT IN CALIFORNIA SINCE 1840

Section 5937 Bay-Delta Accord
Fish and Game Code (CALFED) (1994)
(1933)
Riparian rights CEQA(1970) CVPIA(1992) %&Dﬁ
held as superior to Oroville Dam (1968) | CleanWater | | pacision
appropriative rights Hoover Dam Act (1972) (2000)
(1886) authorized (1928) Trinity Dam (1962)
Great Flood Federal
of 1862 0O'Shaughnessy Colorado River ESA Collapse
English Dam (1923) Aqueduct (1940) (1973) of
commaon Mono CALFED
law Owens River Shasta Lake
adopted Aqueduct Dam decision
(1850) (1913) (1944) (1983)
0 Lrg : D .
1840 1900
Ny
Gold Rush Endof | Reclama- | | Raker Act Delta Central Valley
begins hydraulic | tion Act | |authorizes Mendota flood
(1848) mining (1902) | | Hetch Canal legislation
(1884) Hetchy (1951 cwp (2007)
(1913) ed Rejection of
Right of prior Irrigation districts Federal approwv ticheral canal
appropriation authorized takeover (1960) ;?19935
established (1887) of CVP (1935) W .
(1855) Widespread flooding California Aqueduct fet;;;;i g
Reclamation (1906, 1909) (1966) (2009)
districts NEPA (1969) | North Coast rivers
Wg‘;’g@d Porter-Cologne Act (1969) | declared wild and
Reasonable use doctrine (1928) scenic (1981)
Federal Flood Control Act (1928) California Wild and Delta Stewardship
Scenic Rivers Act (1972) Council (2010)

Source: Hanak, E., J. Lund. A. Dinar, B. Gray, R. Howitt, ). Mount, P. Moyle, and B. Thompson. 2011. Managing California's Water: From Conflict
to Reconciliation. San Francisco, CA. Public Policy Institute of California.

Public Policy Institute of California is a non-profit, nonpartisan think tank which has written extensively about California
water issues. PPIC has published Envisioning Futures for the Sacramento-San Joaquin Delta (2007), Comparing Futures
for the Sacramento-San Joaquin Delta (2008), and most recently, Managing California’s Water: From Conflict to
Reconeiliation (2011). Many charts in this handout were produced by or adapted from PPIC.

For more information, see Managing California’s Water: From Conflict to Reconciliation.
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FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES

CALIFORNIA’S WATER SUPPLY I8 NOT GROWING AND IT ARRIVES ERRATICALLY

Historical Precipitation

400

350 | |

“ ik MU L

150

100

Average Precipitation (MAF) Per Year

50

0
1890 1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000 2010

120 year average: 201.3 MAF
Driest 30 year span (1908-1937): 180 MAF
Wettest 30 year span (1977-2006): 210.5 MAF
Source: Delta Stewardship Council. 2012, Sacramento, CA. Adapted from data compiled by Jim Goodridge, state climatologist formerly of DWR,
and updated by Michael Anderson, DWR State Climatologist.

s Precipitation, rain and snow, is the source of 97% of California’s water supply.

¢ California’s annual precipitation is more variable than any other state with the bulk of supply coming in only 5 to
15 days in a given year.

e California’s annual precipitation fluctuates from less than 100 million acre feet to more than 375 million acre feet.
Over 120 years, the average annual precipitation is 200 million acre-feet and is not changing.

s Two-thirds of precipitation is lost to evaporation and transpiration by trees and other plants, leaving only about a
third available for human and environmental use. This makes up gross water use.

For more information, see the Delta Vision Strategic Plan and DWR's Overview of California’s Geography.
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FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES [N
MOST PRECIPITATION OCCURS FAR FROM WHERE DEMAND IS GREATEST

Unimpaired Water Availability and Net Water Use

Water availability and net water use Net (or “consumptive”™) water 1s the part of

gross water use that is unavailable for

25 .
0 Unimpalred water avallability | TSUS€: INet use consists of water (1) _
consumed by people, plants, or industrial
13 . Environmental goods, or lost to evaporation and
1 .
. Urban transpiration and (2) water return flows

discharged into saline or contaminated
waters or groundwater basins.

. Agricultural

Source: Hanak, E., J. Lund. A. Dinar, B. Gray, R.
Howitt, J. Mount, P. Moyle, and B. Thompson.
2011, Managing California’s Water: From
Conflict to Reconciliation. San Francisco, CA.

_ECUJoradn River

Source: Hanak, E,, J. Lund. A. Dinar, B. Gray, R. Howitt, J. Mount, P. Moyle, and B. Thompson. 2011. Managing California's Water: From Conflict
to Reconciliation, San Francisco, CA. Public Policy Institute of California. Adapted from DWR California Water Plan Update 2009,

The map shows annual average values for 1998-2005 in millions of acre-feet. For regional data on water availability and net use, see Tables 2.1
and 2.2,

¢ Two-thirds of precipitation occurs north of Sacramento while more than two-thirds of urban and agricultural
demand lies south of Sacramento.

¢ Precipitation ranges from less than an inch in Death Valley to about 56 inches along the North Coast. However,
due to legal and technical constraints, most of the water in the North Coast cannot be used.

s Half of the state’s annual runof, that is water flowing in rivers and streams, is in the Delta Watershed. More than
75% of Californians live outside the Delta Watershed.

For more information, see Managing California’s Water: From Conflict to Reconciliation.
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FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES
HUMAN USE IS FIRST PRIORITY AND ENVIRONMENTAL WATER TAKES THE REDUCTIONS

Gross Water Use in Representative Water Year Types

Wet Year (1998) Urban
Precipitation: 337 MAF 78 MAF - -
g0, Gross (or “applied™) water use is the water
delivered to a home, business, or farm—not
/ all of which is consumed. Some water—
Environment Agriculture such as excess irrigation water and
594 MAF 2’!.?91;11\}- discharges from wastewater treatment
63% plants—{flows to streams, lakes, aquifers, or
the sea (“return flow™). Some of this return
flow (“recoverable flow™) is available for
— reuse, because it returns to freshwater
Average Year (2000) Utban streams, lakes, or canals or recharges
Precipitation: 195 MAF 8.9 MAF groundwater basins.
Source: Hanak, E., J. Lund. A. Dinar, B. Gray, R.
Howitt, J. Mount, P. Moyle, and B. Thompson.
F;l;l;nl\l}n;cl:;lt Agriculture 2011._ Managing C?I_ifo_rnia's Water: _From
34.2 MAF Conflict to Reconciliation. San Francisco, CA.
8% 41%
Dry Year (2001) Utrban
Precipitation: 146 MAF _— 8.6
- 13%

Environment f
225 |
35% | V. Agriculture

Source: Delta Stewardship Council. 2012. Adapted from DWR California Water
Plan Update 2005, Table 3-1 California Water Summary. Includes groundwater use.

¢ In dry years, urban and particularly agricultural water use increases both in absolute numbers and as a proportion
of the water available. Also note that precipitation in each year far exceeds gross water use as roughly two-thirds
of precipitation is lost to cvaporation and transpiration.

s Environmental water is water that is used for managed wetlands or instream flows to support public trust
resources although much of this water is reused for human use.

s  Waler allocated to the environment declines significantly in dry years as human use is historically prioritized
before environmental use.

For more information, see the California Water Plan Update 20035.
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FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES [N

MOST ENVIRONMENTAL WATER HAS FEW CONNECTIONS TO OUR STATEWIDE WATER
SYSTEM AND CANNOT BE RECLAIMED FOR URBAN AND AGRICULTURAL USE

Statewide Gross Water Use 1998-2005

3% 46% ®  (ross water usc is a common measure of California’s total water use.
Gross water use 1s the water delivered for urban and agricultural use, and also
set aside for instream flow, habitat, and water quality requirements not all of
which is consumed.

® In this measurement, environmental water use is dominated by flows
designated for Wild and Scenic Rivers. Most of this water flows in rivers in
the North Coast far from most urban and agricultural demand and includes
flood flows that there is no practical way to reclaim for urban and agricultural
use.

Urban Agriculture  Environment

Gross Water Use Excluding North Coast Flows 1998-2005

52% ® Excluding North Coast flows that have few connections to the
statewide water supply, the amount of water that goes to the environment
decreases from 46 percent to 33 percent with urban and agricultural water use
increasing in proportion.

Urban Agriculture  Environment

Net Water Use Excluding North Coast Flows 1998-2005

62% ®  When accounting is based on net water use, meaning water that is

consumed, lost to evaporation and transpiration, or flows out of the State,
environmental water use represents about a fifth of total use.

¢ Some of this environmental water is necessary to maintain water
quality for drinking water supply.

Urban Agriculture  Environment

Source: Delta Stewardship Council. 2012. Adapted from PPIC Myths of California Water — Implications and Reality. Figures represent the
average water use for 1998-2005, adapted from California Water Plan Update 2009. Includes groundwater use.

For more information, see the California Water Plan Update 2009, U.S. Bureau of Reclamation Water Supply and Yield
Study, and PPIC’s Managing California’s Water and Myths of California Water — Implications and Reality.
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FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES
HUMAN WATER USE MAY HAVE PEAKED IN CALIFORNIA
Historical Gross Water Use

45 -
40 -

35
30 ’/—/M

25
20
15
10 -
5
0 . . . .
1960 1967 1972 1980 1985 1990 1995 2000 2005

Source: Hanak, E., J. Lund. A. Dinar, B. Gray, R. Howitt, J. Mount, P. Moyle, and B. Thompson. 2011. Managing California’s Water: From Conflict
to Reconciliation. San Francisco, CA. Public Policy Institute of California. Authors’ calculations using data from California Water Plan Update
(California Department of Water Resources)

Gross water use (maf)

Urban

The figure shows gross water use. Urban includes residential and nonagricultural business uses. Pre-2000 estimates are adjusted to levels that
would have been used in a year of normal rainfall. Estimates for 2000 and 2005 are for actual use; both years had near-normal precipitation.
Estimates omit conveyance losses, which account for 6 to @ percent of the total.

o  The recent decline in total water use is largely driven by the decerease in agricultural water use

e  Agricultural water use has declined from 90 percent of human water use in 1960 to about 77 percent in 2005.
Improvements in irrigation efficiency and the retirement of some land due to urbanization as well as increased soil
salinity ar¢ most responsible for the decline.

¢ California’s population grew from 15.7 million in 1960 to 38 million in 2010. From 1960 to 1990, total urban
water use grew almost proportionally with population though recent conservation efforts have slowed the rise.

For more information, see Managing California’s Water: From Conflict to Reconciliation and the UC Davis Archive of
California Water Plans.
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FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES [JENIIN

NO SURPRISE: COASTAL CITIES USE LESS WATER THAN INLAND CITIES

Urban Per Capita Water Use for Select Cities 1996-2010

Urban Per-Capita Water Use (gpcd)
350

300

250

200

San Diego

150 1 s Angeles

100 San Francisco —— e ——

50

0 4 T T T T T T T T T T T T T T 1
1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Source: Delta Stewardship Council. 2012. Adapted from data collected from 2010 Urban Water Management Plans for City of Los Angeles
(DWP), City of San Diego, City of Fresno, City of Riverside, California Water UWMP for Chico-Hamilton City District, San Francisco (Prepared by
Public Utilities Commission), and the City of Sacramento.

¢ Southland and coastal cities have far lower per capita water use than cities in the Central Valley caused both by
conscrvation and the benefit of a more temperate climate.

¢ Conservation success is partly due to increased installation of low toilets/appliances, the use of water meters, and
voluntary conservation particularly in the commercial and industrial sector.

e Many urban areas have experienced significant short-term declines in water use with the recent recession, but
over the longer term, many local water agencies will likely see a return to higher water use patterns.

For more information, see the 2010 Urban Water Management Plans for Chico-Hamilton City, Fresno, Los Angeles,
Riverside, Sacramento, San Diego, and San Francisco.
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FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES [JENIN

FLowS COMING INTO THE DELTA VARY WIDELY BY WATER YEAR TYPE
Annual Delta Inflows By Source 1930 — 2010*

" Delta Inflows 1930-2010
70
1
&0
1945 - Start of 1968 - Start of
Central Vallev Project State Wajer Project w Calaveras
E 50 River*
s I = Mokelumne
S River*
40 — —:H — IE: —
‘::: I H m Cosumnes
é | l River*
=3 il I_ L 5] 15} il |_| | | mSanloaquin
I 1 i | River
- i T ® Yolo Bypass
20 —— LN L i L =eiill—
. I ||| || 1, i i Al I I A - ® Sacramento
10 H— 1 ‘-‘ ‘ i 1 I O [ 1 n(15 - Aol River
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Source: Delta Stewardship Council. 2012. Adapted from DWR Dayflow Program 1930 -2010

Each of the Delta inflow sources above has its own measurement point maintained by a variety of government agencies in order to quantify its
individual contribution to total inflow. The measurement points have changed over the course of the Dayflow Program. DWR compiles the
information and develops calculations to provide a consistent historical record for each inflow source. Table of measuring points below.

The chart above does not include in-Delta precipitation which is sometimes included in ements of Delta inflow. *East side tributaries
Responsible Agency Input Data
USGS Sacramento River at Freeport, Yolo Bypass at Woodland, Cosumnes River at Michigan Bar, San Joaquin River at

Vernalis, Delta Cross Channel, Georgiana Slough
US Army Corps of Engineers | Calaveras River
East Bay Municipal Utility Mokelumne River at Woodbridge

District

DWR O&M Precipitation at Stockton Fire Department, Clifton Court Forebay gate flow, Barker Slough export, Byron Bethany
1D depletion, X2 {only when outflow is negative)

DWR DPLA Sacramento Weir spill, Lisbon Weir flow

U.S. Bureau of Reclamation Delta Cross-Channel gate status, Tracy export, Contra Costa export

SCWD Lake Barryessa releases, Lake Solano inflow, Putah Creek

e  On average, 80 percent of the water that flows into the Delta originates in the Sacramento Valley with the
Sacramento River supplying 68 percent and the Yolo Bypass 12 percent. The San Joaquin River is responsible for
13 percent of the average inflow with east-side tributaries making up the remaining 7 percent.

¢ Like California’s total precipitation, the amount of water which flows into the Delta varies widely by water year
type with Yolo Bypass flows measuring more than 10 MAF in some wet years down to almost zero in dry years.

o The slight upward trend in average Delta inflows can be attributed Lo a several extremely wet years in the past
thirty years. This hides the increase in upstream water use.

For more information, sce DWR Davflow Program.
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FLOWS THROUGH THE DELTA & TO THE BAY HAVE DECLINED OVER TIME

FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES

Delta Outflows 1930-2010
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Source: Delta Stewardship Council. 2012. Adapted from DWR Dayflow Program 1930 - 2010

¢ While the volume of Delta inflow has remained almost constant since 1930, the amount of water that flows into
the Delta and out to the bay as it would under natural conditions has decreased.

s 'The decrease is attributable to the gradual increase in exports from the start of the Central Valley Project in 1956
and a modest increase in in-Delta consumptive use.

e In dry years such as the late 1980s and carly 1990s, exports represent a greater proportion of Delta inflows.

For more information, see¢ DWR Davflow Program.
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FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES

EXPORTS HAVE INCREASINGLY REDUCED THE AMOUNT OF WATER FLOWING INTO THE
DELTA THAT ULTIMATELY FLOWS OUT TO THE OCEAN

Difference between Delta annual inflows and outflows 1930 — 2010
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Source: Delta Stewardship Council. 2012. Adapted from DWR Dayflow Program 1920 - 2010
¢ Increased exports and in-Delta consumptive use over time has comprised a greater amount of Delta inflow,
diverting water that would otherwise flow out into the Bay.

¢ While the gap between Delta inflow and outflow increased, the barrier between incoming freshwater from runoff
and salt water from the ocean has moved further north and east, reducing water quality in some parts of the Delta.

e [Insome dry years such as the late 1980s and early 1990s, the gap between inflows and outflows is smaller as
exports are reduced in absolute numbers even while comprising a greater proportion of Delta inflows.

For more information, see DWR Davflow Program.
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FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES
DELTA WATER EXPORTS HAVE RISEN OVER THE PAST FOUR DECADES

Project Exports by Water Year Type

Delta Exports by Water Year Type* (1968-2010)
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Source: Delta Stewardship Council. 2011. Letter to State and Federal Water Contractors Agency. September 29. Export figures adapted from
DWR Dayflow Program and Water Year Classifications (Sacramento River Indices) are adapted from the California Data Exchange Center. *Total
exports include the Contra Costa Water District Los Vaqueros Pipeline, the State Water Project, Central Valley Project, and North Bay Aqueduct.

s Exports have been rising over the past four decades. Historically, California has exported more of the water
available during dry years than wet years. Increasingly, science is showing that reducing Delta outflows may
have severe environmental consequences.

e Exports have been increasing for all major water projects in the Delta including the State Water Project, the
Central Valley Project, the Contra Costa Los Vaqueros Pipeline, and the North Bay Aqueduct.

e Each of these projects reached record exports in the past ten years.

For more information on exports, see DWR Davflow Program and for information on water year types, see the California
Data Exchange Center.

Yucaipa Valley Water District Board Workshop - May 8, 2012 - 21 of 167



Workshop Memorandum No. 12-090 Page 18 of 32

FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES

CALIFORNIA EXPORTS MORE WATER IN DRY YEARS THAN WET OR AVERAGE YEARS

Project Exports by Water Year Type: Wet, Average (Above/Below Normal), and Dry Years
Wet Years Exports
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Source: Delta Stewardship Council. 2011. Letter to State and Federal Water Contractors Agency. September 29. Export figures adapted from
DWR Dayflow Program and Water Year Classifications (Sacramento River Indices) are adapted from the California Data Exchange Center.
Average years exports includes above normal and below normal water year types. Dry years exports includes dry and critical water year types.
*Total exports include the Contra Costa Water District Los Vaqueros Pipeline, the State Water Project, Central Valley Project, and North Bay
Aqueduct.
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s Every water year is different but a comprehensive look at the operation of the State and Federal projects shows
that over time exports have increased in all water year types.

& More water is historically exported in dry years when demand is greatest, but increased south of Delta storage is
driving an increase in wet and average years” exports.

* Increased south of Delta water storage has led to more ag-urban water transfers, creating more flexibility
regarding project entitlements.

For more information on exports, see DWR Dayflow Program and for information on water year types, see the California
Data Exchange Center.
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FACTS AND INFORMATICN ON CALTFCRINIA’S WATER AND ENVIROMMENTAL DEB ATES

UpstrREAM UsE, IN-DELTA Usk, AND ExporTs HAVE REDUCED DELTA OUTFLOWS

Delta Watershed Consumptive Use
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Trends in Destinations and Uses

Average Annual
Period Total (MAF) | Outflow
1930 to 1949 25.80 81% 5% 0% 14%
1950 to 1969 31N 67% 4% 4% 24%
1970 to 1989 3434 51% 5% 15% 29%
1990 to 2005 32.85 48% 4% 17% 31%

Source: Delta Vision Blua Ribbon Task Forca. Dalta Vision Strategic Plan 2008. Also see California Water Plan Update 2009, Volume 3, FiguraD-
5. Measured, caleulated, and modeled data from an array of sources as compiled by Tully and Young, Inc. with data and assistance from DWR,
tha Bay Institute, and the State Water Cortractors.

¢  While exports are sometimes viewed as the sole cause for reduced outflow, upstream diversions consume about
two times as much of the water that would otherwise flow out to the Bay.

e Increases in upstream diversions, in-Delta use, and project exports have dramatically reduced ocean outflows
from the Delta. Since the start of the State Water Project, exports have reduced outflows by 4.6 MAF on average.

For more information, see Delta Vision Strategic Plan and the California Water Plan Update 2009 Regional Report on the
Delta.
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FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES

THE NEED FOR A CONSTANT STATEWIDE WATER AND POWER SUPPLY
Has ALTERED THE TIMING OF FLOWS INTO THE DELTA

Historical Delta Unimpaired Flow and Inflow
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Source: Delta Stewardship Council. 2011. Fifth Staff Draft Delta Plan. Adapted from State Water Resources Control Board, 2010 Final Report on
Development of Flow Criteria for the Sacramento-San Joaquin Delta Ecosystem. Unimpaired flow figures are adapted from 2003 California
Central Valley Unimpaired Flow Data, fourth edition, DWR Bay-Delta Office, November 2006 and DWR Dayflow Program. Data synthesized hy
Fleenor, W., W. Bennett, P. Moyle, and J. Lund. 2010, On developing prescriptions for freshwater flows to sustain desirable fishes in the
Sacramentao-5an Joaquin Delta. Submitted to the State Water Resources Contral Board regarding flow criteria for the Delta necessary to protect
public trust resaurces.

e Unimpaired flow is the amount of water which would flow into the Delta if not exported, consumed or diverted

upstream, or stored for human use. The calculation of unimpaired flow helps compare the natural timing and
volume of flows to current conditions. Unimpaired flow helps give a sense of the conditions under which native
species thrived.

e Since the start of the State Water Project in 1968, peak winter and early spring flows have been increasingly

stored to be stretched through the summer to provide exports when demand is greatest.

e The stretching of peak flows for water supply needs flattens the rate of flow into the Delta, reducing the natural

variability apparent in the unimpaired flow estimates.

For more information, see the State Water Resources Control Board Final Report on Development of Delta Flow Criteria
and SWRCB On Developing Prescriptions for Freshwater Flows to Sustain Desirable Fishes in the Sacramento-San
Joaquin Delta.
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FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES
AS EXPORTS AND UPSTREAM USE HAVE INCREASED, FISH SPECIES HAVE COLLAPSED

Project Exports and Fish Populations
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Source: Hanak, E., J. Lund. A. Dinar, B. Gray, R. Howitt, J. Mount, P. Moyle, and B. Thompson. 2011. Managing California’s Water: From Conflict
to Reconciliation. San Francisco, CA. Public Policy Institute of California. Caloulations by J. Viers using data from PRISM, CIMIS, and the U.C.
Davis Soil Resource Laboratory. For exports, DWR Dayflow data; for fish populations, California Department of Fish and Game survey data.

Annual pumping (maf)
Fish abundance index
(1970s average = 100)

*  Ag exports and upstream consumptive use have increased, current fish populations are less than one percent of
1968 population levels.

» Increased exports reduce ocean outflows, affecting salmon runs and the instream flow needs of other native
aquatic species.

* Some invasive fish species such as striped bass have thrived over the existence of the State and federal projects.

For more information, see Managine California’s Water: From Conflict to Reconciliation, DWR Dayflow Program. and
California Fish and Game survey populations.
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FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES

RATE OF DELTA LEVEE FAILURES SLOWING BUT
CONTINUING IN SPITE OF RECENT STATE INVESTMENT

Cumulative Historical Delta Levee Failures 1900 — 2010
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Source: Delta Stewardship Council. 2012. Delta levees failures adapted from Delta Risk Management Strategy Phase 2 Risk Reduction Report.
Program spending adapted from information compiled by Sean Bagheban, DWR Floodsafe Program. The Program Spending is state and local
expenditures through the “Way” Bill, Delta Levees Special Flood Control Projects, and the Delta Levees Maintenance Subventions Program. The
local share represents only the local share of the Delta Levees Maintenance Subventions Program. It is based on year spent, not appropriations.
Since 1992, the Subvention Program has been approximately half of the residual after deducting state operating costs and has recently been
about 56 million per year. Delta Levees Maintenance Subventions Program spending is not included for 2008-2010. Program spending does not
include local investment or routine levee maintenance funded and performed by reclamation districts.

¢ In the past 20 years, the rate of Delta levee failures has gone from the historical average of one failure per year to
one failure every other year.

e Since 1973, the State has provided over $300 million for levee rehabilitation while local agencies have spent over
$100 million as their share of the Delta Levees Maintenance Subventions Program.

¢ Of'the 1,100 miles of Delta levees, approximately two-thirds are privately owned and maintained by local
reclamation districts. The remaining third are within federally authorized flood control projects.

For more information, see the Delta Risk Management Strategy Report. DWR AB 1200 Report 2008, and the Levee
Decisions and Sustainbility Technical Appendix for PPIC’s Comparing Futures for the Sacramento-San Joaguin Delta.
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FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES
CONTINUED SUBSIDENCE OF DELTA ISLANDS INCREASES FLOOD RISK

Delta Subsidence Map

Land subsidence in the Delta
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Source: Hanak, E., J. Lund. A. Dinar, B. Gray, R. Howitt, J. Mount, P. Moyle, and B. Thompson. 2011. Managing California’s Water: From Conflict
to Reconciliation. San Francisco, CA. Public Policy Institute of California. Also DWR. 1995. Delta Atlas

» Despile levee improvements, flood risk is increasing in the Delta due to subsidence and sea-level rise.

e Due directly to agricultural activities, some Central Delta islands may have subsided to more than 15 feet below
sea level, increasing pressure on levees and threatening emergency management.

For more information, see Managing California’s Water: From Conflict to Reconciliation.
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FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES

PRELIMINARY STUDY SUGGESTS THE POTENTIAL DAMAGE FROM MAJOR DELTA
EARTHQUAKE AND MULTI-ISLAND FAILURE IS MOSTLY TO LOCAL ECONOMY

Percentage of Total Costs and Impacts of Seismic Event Causing 20-50 Flooded Islands

Statewide Cost
Due to
Disruption in
Water Exports
18.4%

Statewide Cost

Due To

Highway In-Delta Costs
Damage 62%
19.6%

Source: Delta Stewardship Council. 2012. Adapted from Delta Risk Management Strategy Phase 2 Risk Report: Section 18, Scenario Evaluation.
Table 18-2a. This scenario considers a seismic event that would disrupt water supplies. Water exports, under a flood event causing catastrophic
levee failure, would not be affected by salinity intrusion into the Delta due to the large inflows of freshwater.

e Statewide costs are defined as the cost of water export disruptions and costs due to damage to the 3 state
highways crossing the Delta. 38 percent of the total cost of a Delta earthquake and major levee failure are
considered statewide costs, of which just over half would be due to water export disruptions.

e (2 percent of the cost of the total cost of a major earthquake in the Delta causing catastrophic levee failure would
be in-Delta costs such as losses to property, infrastructure, farm production, local water supplies, and
transportation.

e 100 percent of statewide cost due to a flood event causing catastrophic levee failure would be due to highway
damage. Due to the large inflows of freshwater during a flood event, water exports would not be affected by
salinity intrusion. The DRMS report does not consider the effects of increased turbidity or dissolved organic
carbon on water treatment and uses.

For more information, see Section 18. Phase 2 Delta Risk Management Strategy Report
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FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES

LoCAL SUPPLIES WILL MAKE UP MORE OF SOUTHERN CALIFORNIA’S
FUTURE WATER SUPPLY

2010 and 2035 Water Supply of Major Water Agencies in Metropolitan Water District Service Area

MWD Imports Local Supplies

2010 1.42 MAF 1.47 MAF

MWD Imports Local Supplie:

1.52 MAF 2.3 MAF

0 1 2 3 4

Million Acre Feet
Source: Adapted from 2010 Urban Water Management Plans for the 11 biggest MWD customers: Eastern Municipal Water District, Inland
Empire Utilities Agency, Los Angeles Department of Water and Power, Long Beach Water, Municipal Water District of Orange County, San Diego
County Water Authority, Three Valleys Water District, West Basin Municipal Water District, and Western Municipal Water District. These 11
agencies represent 90% of current MWD sales. Local supplies include water imported through the Los Angeles Aqueduct and additional
conservation. Data compiled for Imported vs. Local Water Supplies: the planning decisions facing Southern California Water Agencies, Caitrin
Philips, UC Berkeley Goldman School of Public Policy.

® Metropolitan Water District’s service area in Southern California expects to meet most of its future water supply
needs through local supplies. The percent of the region’s total water supply imported from Metropolitan Water
District falls from 50 percent in 2010 to 40 percent in 2035,

®  With California forced to reduce its use of the Colorado River, State Water Project exports will make up more of
Metropolitan Water District’s imported water sources. Delta exports will likely have to increase to meet member
agencies’ projected needs for imported MWD water.

® This projection is the current water supply trajectory without the Delta Plan.

For more information, see the DWR Database of 2010 Urban Water Management Plans and Imported vs. T.ocal Water
Supplies Report.
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FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES

END OF COLORADO RIVER SURPLUSES HAS MEANT INCREASED DELTA EXPORTS FOR
SOUTHERN CALIFORNIA

Historical Metropolitan Water District of Southern California Imported Water Supplies

Metropolitan Water District Water Sources
2,000,000 1

== Colorado River
= Sacramento-San Joaquin Delta

Chart shows 3 year moving
averages

200,000 1

Source: Delta Stewardship Council. 2012. Adapted from U.S. of Reclamation. 2011. Colorado River Basin Water Supply and Demand
Interim Report No. 1.

e California historically received surplus water from the Colorado River as other states did not fully use their water
rights. However, as other Lower Basin states grew in population and began to use their full entitlement,
Metropolitan Water District has had to reduce its use of imported Colorado River water.

*  Since 2000, there has been a significant shift in Metropolitan Water District’s imported water sources with
increased use of the State Water Project to make up for the reduction in Colorado River use.

For more information, see the U.S. Bureau of Reclamation River Basin Water Supply and Demand Study and the
Metropolitan Water District 2010 Regional Urban Water Management Plan.
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FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES

FUTURE DEMAND ON THE COLORADO RIVER EXCEEDS WATER SUPPLY

Historical Supply and Use and Projected Future Colorado River Basin Water Supply and Demand
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Source: U.S. Bureau of Reclamation. 2011. Colorado River Basin Water Supply and Demand Interim Report No. 1.

e In the past 15 years, water use exceeded the water supply of the Colorado River for the first time. The gap
between supply and demand will only become more dramatic in coming years.

¢ Population increases throughout the Southwest will increase Colorado River demand. Surplus Colorado River
water that California historically depended on will become less frequent.

¢ Climate change will is expected reduce snowpack in the Rocky Mountains. Less snow means more rain and
reduced Colorado River flows in the spring and summer when demand is greatest.

For more information, see the 1.S. Burecau of Reclamation River Basin Water Supply and Demand Study and the USGS
Study: The Unusual Nature of Snowpack Declines in the North American Cordillera.
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FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES

SOUTHERN CALIFORNIA IS DEVELOPING ARRAY OF LOCAL SOURCES TO REDUCE RELIANCE
ON IMPORTED WATER

City of Los Angeles (LA DWP) Water Supply 2010-2035

Los Angeles (LA DWP) Water Supply 2010-2035 [wTAAqueduct

Metropolitan Water
District {(MWD)

l m Metropolitan Water

District (MWD}
m Groundwater

2010
m Recycled Water
® Conservation

2035 u Stormwater Capture

0 100,000 200,000 300,000 400,000 500,000 600,000 700,000 800,000

= Water Transfers

Source: Adapted from Los Angeles Department of Water and Power Urban Water Management Plan 2010.

¢ Recognizing the vulnerability of Delta water supplics. regions are diversifying their water portfolios and
developing costly, local water supplies such as water recycling and stormwater capture.

¢ Los Angeles has already conserved 100,000 AF through measures such as efficient landscaping and has set a goal
to reduce water use by 50,000 AF by 2030. Some recent reductions in per capila water use may be attributable to

the recession.

e The cost-competitiveness of member agencies’ new local water supplies threatens MWD’s long-term health as a
water wholesaler.

For more information, see Los Angeles Department of Water and Power 2010 Urban Water Management Plan.
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FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES

WATER CONSERVATION IS ESSENTIAL BUT THE NEW 20% SAVINGS WILL BE USED UP BY

2024
Urban Per Capita Water Use For Projected California Population Based on 2005 Urban Water Supply
250
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3 SURPLUS SHORTAGE
=1 g g Ay g A —————— - ean o an an = e
> 150
* 154 gped
i 2020 Statewide Urban
i Water Conservation
% Target (5B x7-7)
_'é' 100
=
S0
0 39.1 Million 44.1 Million 49.3 Million
T T T T T T T T T T T T T T -1 T 1
2005 2010 2015 2020 2025 2030

Source: Delta Stewardship Council. 2012. Adapted from DWR 20x2020 Water Conservation Program Final Report, California Water Plan Update
2009, and Department of Finance Population Projections. Urban water use is based on 2005 urban water use of 7.9 MAF from 20x2020 Final
Report. Population projections are based on 2007 Department on Finance projections, which predict greater population growth than the U.S.
Census results. According to the U.S. Census, California’s 2010 population was 37.3 million. Water use projections are based on statewide per-
capita use not growth in individual hydrological regions which may have higher or lower per-capita use.

e SBx77, the Urban Water Conservation Act of 2009 mandates a 20 percent reduction from 2005 statewide urban
per-capita water use. The 2005 statewide baseline water use set in the law 1s 192 gallons per capita per day. A 20
percent reduction represents 1.59 MAF in statewide savings.

¢  Assuming California meets population projections and the 20 percent savings goal, new conservation measures
will be needed by 2022.

e To meet the demands of a projected 2030 State population of 49.3 million on its current urban water supply,
California would have to reduce per-capita water use to 144 gped.

For more information, see the DWR 20x2020 Water Conservation Program Final Report. Department of Finance
Population Projections, and the California Water Plan Update 2009.
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FacTs AND INFORMATION ON CALIFORNIA'S WATER AND ENVIRONMENTAL DEBATES

MosT BASINS ARE IN GOOD SHAPE, BUT SOME FACE CRITICAL OVERDRAFT

Groundwater Storage by Central Valley Basin and Water Year Type
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Source: Faunt, C.C. ed., 2009, Groundwater Availability of the Central Valley Aquifer: U.5. Geological Survey
Professional Paper 1766, 225 p.

e  While cumulative changes in groundwater storage does not directly show overdraft, sustained decline in
groundwater levels strongly implies systemic overdraft.

e The greatest declines in groundwater storage levels are occurring in regions most dependent on groundwater.
Groundwater can make up almost 70 percent of supply for the Tulare Basin region in dry vears.

e  Groundwater is a depletable resource. Some regions dependent on groundwater are far from surface water and
will be hard-pressed to find new water sources if groundwater becomes unusable.

For more information, see USGS Groundwater Availability of the Central Valley Aquifer.
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FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES

THE DELTA STEWARDSHIP COUNCIL HAS A VARIETY OF ROLES IN ESTABLISHING
STATE POLICY FOR THE DELTA INCLUDING AN APPELLATE ROLE FOR BDCP

Delta Stewardship Council Roles

CONSISTENCY

Determines

consistency with
coverad actions

Source: Fifth Staff Draft Delta Plan

e The Delta Stewardship Council is an independent agency of the State that is charged with achieving the coequal
goals of providing a more reliable water supply for California, and protecting, restoring, and enhancing the Delta
ecosystem.

¢ The Council is intended to be both foundational and adaptive. It is foundational in that the Council has built on
previous efforts and will incorporate other consistent plans into the Delta Plan. It is adaptive in that it the Plan
will be revised at least every five years and as needed.

+ Following completion of the Delta Plan, the Council will determine whether covered actions are consistent with
the Delta Plan. The Council also has a limited appellate role for the Bay-Delta Conscrvation Plan.

For more information, see the Fifth Staff Draft Delta Plan.
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FACTS AND INFORMATION ON CALIFORNIA’S WATER AND ENVIRONMENTAL DEBATES

COVERED ACTIONS REQUIRE CONSISTENCY WITH THE DELTA PLAN

Decision Tree for Covered Actions

Not a covered
action

requiring
consistency
with
Delta Plan

Will have a significant impact
on achievement of coegual
goals or flood control programs?

@

Certify consistency with
policies in the Delta Plan. If
covered action is inconsistent
with the Delta Plan, revise
plan, program or project 1o
achieve consistency.

Source: Delta Stewardship Council. 2011. Fifth Staff Draft Delta Plan.
» The requirement of consistency with the Delta Plan applies only to covered actions. The decision must be carried
out, approved, or funded by the State or a local public agency.

» In addition, the covered action must have a significant impact, meaning it directly or indirectly affects the
achievement of the coequal goals.

o There are statutory exemptions to covered actions such as routine maintenance of the State Water Project and
Central Valley Project.

For more information, see the Fifth Staff Draft Delta Plan.
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@ Yucaipa Valley Water District Workshop Memorandum 12-091
W
Date: May 8, 2012
Subject: Status Report on the Construction of the Yucaipa Valley Regional
Brineline

Yucaipa Valley Water District is in the process of constructing the Yucaipa Valley Regional
Brineline in order to produce recycled water that complies with groundwater basin objectives as
established by the Regional Water Quality Control Board. In order to comply with these limits,
the District is required to add a reverse osmosis process to the wastewater treatment plant.
This will enable the District to remove salts and minerals from depositing in to the groundwater
basin. The proposed reverse osmosis system will produce salt water, referred to as “brine”, that
must be sent to the Pacific Ocean so it does not impact any fresh water supplies downstream of
the Yucaipa Valley.

The Yucaipa Valley Regional Brineline Project consists of a 15-mile pipeline through which the
District can safely and effectively dispose of the salt water produced. This pipeline will
commence at the Wochholz Regional Water Recycling Facility and terminate at an existing
brine disposal pipeline near the I-215 and 1-10 Interchange. At this point the existing brineline
extends another 73 miles traversing San Bernardino, Riverside and Orange counties to Orange
County Sanitation District Wastewater Treatment Plant No. 2 in Huntington Beach, where the
salt water is treated with domestic sewage and then sent to the ocean or reclaimed by Orange
County Water District.

During this agenda item, the District staff will be providing an update of the construction status
of the Yucaipa Valley Regional Brineline Project.
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2, Watershed Salt Accumulation
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Yucaipa Valley Regional Water Supply Renewal Project
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@ Yucaipa Valley Water District Workshop Memorandum 12-092
W
Date: May 8, 2012

Subject: Status Report on the Construction of the R-10 Recycled Water
Reservoir and Booster Complex

Yucaipa Valley Water District is in the process of constructing several recycled water facilities to
prepare the community for the next drought cycle. By connecting the available recycled water
supply at the Wochholz Regional Water Recycling Facility to the existing recycled water system,
the District will be able to immediately reduce our dependency on imported water by more than
1,000 acre feet per year. Overall, the aggressive use of recycled water is an important element
in our water resource planning.

One of the projects planned for completion over the next year is the R-10 Reservoir Complex.
This facility is located at the western end of County Line Road in the City of Calimesa. During
this agenda item, the District staff will be providing an update of the status of this important
project.
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@ Yucaipa Valley Water District Workshop Memorandum 12-093
W

Date: May 8, 2012

Subject: Status Report on the Construction of the Crow Street Pipeline

The Yucaipa Valley Water District is in the process of constructing several recycled water
facilities to prepare the community for the next drought cycle. By connecting the available
recycled water supply at the Wochholz Regional Water Recycling Facility to the existing
recycled water system, the District will be able to immediately reduce our dependency on
imported water by more than 1,000 acre feet per year. Overall, the aggressive use of recycled
water is an important element in our water resource planning.

One of the projects planned for completion over the next year is the Crow Street Pipeline.
During this agenda item, the District staff will be providing an update of the status of this
important project.
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@ Yucaipa Valley Water District Workshop Memorandum 12-094
W

Date: May 8, 2012

Subject: Status Report on the Construction of the Recycled Water Booster

Facility at the Reservoir R-12.1 Complex

The Yucaipa Valley Water District is in the process of constructing several recycled water
facilities to prepare the community for the next drought cycle. By connecting the available
recycled water supply at the Wochholz Regional Water Recycling Facility to the existing
recycled water system, the District will be able to immediately reduce our dependency on
imported water by more than 1,000 acre feet per year. Overall, the aggressive use of recycled
water is an important element in our water resource planning.

One of the projects planned for completion over the next year is the Recycled Water Booster
Facility located at the Reservoir R-12.1 Complex. During this agenda item, the District staff will
be providing an update of the status of this important project.

’ Proposed Recycled
R Water Booster
Y
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@ Yucaipa Valley Water District Workshop Memorandum 12-095
W

Date: May 8, 2012

Subject: Status Report on the Construction of the Wochholz Improved Salinity

Effluent (WISE) Project

Yucaipa Valley Water District is in the process of constructing the Yucaipa Valley Regional
Brineline in order to produce recycled water that complies with groundwater basin objectives as
established by the Regional Water Quality Control Board. In order to comply with these limits,
the District is required to add a reverse osmosis process to the wastewater treatment plant.
This will enable the District to remove salts and minerals from depositing in to the groundwater
basin. The proposed reverse osmosis system will produce salt water, referred to as “brine”, that
must be sent to the Pacific Ocean so it does not impact any fresh water supplies downstream of
the Yucaipa Valley.

The first phase of the reverse osmosis equipment is being designed as part of the Wochholz
Improved Salinity Effluent (WISE) Project. This project is currently scheduled for the completion
of the construction phase by November 2012.
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@ Yucaipa Valley Water District Workshop Memorandum 12-096
W
Date: May 8, 2012

Subject: Formation of Community Facilities District No. 2012-1 (Singleton
Heights) to Replace the Non-Formed Community Facilities District
No. 2006-1 (Calimesa Springs)

On September 6, 2006, the Board of Directors approved Resolution No. 21-2006 Approving a
Joint Community Facilities Agreement for developments in the City of Calimesa. While the
District approved the necessary agreements, the Community Facilities District was never
established by the developer and the City of Calimesa.

The District staff has been working with the City of Calimesa and one of the developers to revise
the prior Community Facilities District No. 2006-1 as Community Facilities District No. 2012-1.
The new Community Facilities District would only include Tract No. 26811, the MasterCraft
development currently under construction.

The purpose of this agenda item is to discuss the formation of Community Facilities District No.
2012-1.
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RESOLUTION NO. 21-2006

RESOLUTION OF THE BOARD OF DIRECTORS
OF THE YUCAIPA VALLEY WATER DISTRICT
APPROVING A JOINT COMMUNITY FACILITIES AGREEMENT

WHEREAS, on July 17, 2006, the City Council of the City of Calimesa (the “City
Council”) adopted a resolution stating its intention to form Community Facilities District No.
2006-1 of the City of Calimesa (the “CFD”) pursuant to the Mello-Roos Community Facilities Act
of 1982, as amended, being Chapter 2.5 of Part | of Division 2 of Title 5 of the Government
Code of the State of California (the “Act”); and

WHEREAS, on July 17, 2006, the City Council also adopted a resolution stating its
intention to incur bonded indebtedness in an aggregate principal amount not to exceed
$22,000,000 within the proposed CFD for the purpose of financing certain infrastructure
improvements required in connection with the development of land therein, including certain
water and sewer facilities as more particularly described in Exhibit B attached hereto (the
“Water Facilities"); and

WHEREAS, the Yucaipa Valley Water District (the “District”) is a public agency
authorized by law to own and operate the Water Facilities; and

WHEREAS, pursuant to Section 53316.2 of the Act (“Section 53316.2"), a community
facilities district is authorized to finance facilities to be owned or operated by an entity other than
the agency that created the community facilities district only pursuant to a joint community
facilities agreement or joint exercise powers of agreement; and

WHEREAS, the District and City of Calimesa (the “City”) now desire to enter into a joint
community facilities agreement in the form attached hereto as Exhibit A (the “Joint Community
Facilities Agreement”) in order to comply with Section 53316.2; and

WHEREAS, the District has determined that the construction of the Water Facilities and
the conveyance of the Water Facilities to the District in accordance with the Joint Community
Facilities Agreement will be beneficial to the residents within the District.

NOW, THEREFORE, the Board of Directors of the Yucaipa Valley Water District does
hereby resolve, order and determine as follows:

SECTION 1. Each of the above recitals is true and correct.

SECTION 2. Pursuant to Section 53316.2, the Board hereby approves the execution
and delivery by the District of the Joint Community Facilities Agreement in the form attached
hereto as Exhibit A, and hereby declares that the construction of the Water Facilities and the
conveyance of the Water Facilities to the District in accordance with the Joint Community
Facilities Agreement will be beneficial to the residents within the District.
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Adopted by the Directors of the Yucaipa Valley Water District on September 6, 2006.

A2

President of the Board of Directors
Yucaipa Valley Water District

ATTEST:

< orh B

Secrgtary of the Board of Directors
Yucaipa Valley Water District
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JOINT COMMUNITY FACILITIES AGREEMENT

This Joint Community Facilities Agreement dated as of September 6, 2006 (this
“Agreement”), is entered into by and among the CITY OF CALIMESA, CALIFORNIA (the
“City”), CALIMESA SPRINGS, LLC, a California limited liability company(“Calimesa
Springs”), and the YUCAIPA VALLEY WATER DISTRICT (the “District”).

WHEREAS, Calimesa Springs is currently developing land located within the City
(the “Development”);

WHEREAS, On July 17, 2006, the City Council passed a Resolution of Intention
to form Community Facilities District No. 2006-1 of the City of Calimesa (the “CFD”)
pursuant to Chapter 2.5 (commencing with Section 53311) of Part 1 of Division 2 of Title
5 of the California Government Code (the “Act”), in order to finance the construction of
certain infrastructure improvements required in connection with the Development (the
“Infrastructure Improvements”), including certain water and sewer improvements (the
“Water Facilities™);

WHEREAS, Calimesa Springs desires to convey the Water Facilities to the
District upon completion thereof;

WHEREAS, Pursuant to Section 53316.2 of the Act, the CFD may finance
facilities to be owned or operated by the District only pursuant to a joint community
facilities agreement;

WHEREAS, the parties now desire to enter into this Agreement in order to
comply with the Act;

NOW, THEREFORE, in consideration of the premises and the mutual promises
and material covenants set forth herein, the parties hereto hereby agree as follows:

SECTION 1. CONSTRUCTION AND CONVEYANCE OF WATER FACILITIES.
When the Water Facilities are constructed in a manner acceptable to the District, as
determined by the District in accordance with its policies and procedures, Calimesa
Springs shall, upon the completion of such construction, convey the Water Facilities to
the District, and the District agrees to accept such conveyance from Calimesa Springs.
Upon such conveyance of the Water Facilities to the District, the District shall thereafter
own and operate such Water Facilities in accordance with its applicable policies and
procedures. The City and Calimesa Springs agree that construction of the Water
Facilities and the conveyance thereof to the District shall be financed solely from the
proceeds of special taxes levied by the CFD and bonds issued by the CFD secured by
such special taxes or funds of Calimesa Springs, and in no instance shall the District be
under any obligation to expend its own funds for such construction or acquisition. Upon
conveyance of the Water Facilities to the District, Calimesa Springs shall grant to the
District, by appropriate instruments prescribed by the District, all easements on private
property which may be necessary for the proper operation and maintenance of the
Water Facilities, or any part thereof. Notwithstanding the foregoing, pursuant to the
Agreement to Provide Water, Sewer and Recycled Water Facilities and Service to the
Private Development of Parent Tract Number 26811 by and between Calimesa Springs
and the District, Calimesa Springs has agreed to make a deposit with the District the
amount of $1,292,500 for the Phase 1 of the pipeline construction costs associated with
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the Pressure Zone 12 Cross-Town Pipeline plus design costs. The City intends to
finance such Water Facilities with proceeds of bonds issued by the CFD, which bond
issuance shall be at the sole discretion of the City. Only to the extend bond proceeds
are available, and only upon receipt of sufficient evidence that such deposit has been
made to the District, the City shall pay to Calimesa Springs the amount equal to such
deposit.

SECTION 2. EXECUTION IN COUNTERPARTS. This Agreement may be
simultaneously executed in several counterparts, each of which shall be an original and
all of which shall constitute but one and the same instrument.

SECTION 3. GOVERNING LAW. This Agreement shall be governed
exclusively by and construed in accordance with the applicable laws of the State of
California.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
executed as of the date first above written.

CITY OF CALIMESA, CALIFORNIA

By:

Autherized Si —

ATTEST:

=

City Clerk

CALIMESA SPRINGS, LLC a California
limited liability company

By:  CALIMESA SPRINGS, LLC a
California limited liability company

By: M
M

ember

YUCAIPA VALLEY WATER DISTRICT

By: /}&4‘,/ /44,,‘,4,—@

Premdent

= e 5/

D|?(r|ct Secretary
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DESCRIPTION OF WATER AND SEWER FACILITIES

The water and sewer facilities to be constructed by Developer and conveyed to the
Yucaipa Valley Water District are as follows:

- Design of Phase 1 of the 24-inch Potable Water Pipeline

- Cost of Construction of Phase 1 of the 24-inch Potable Water Pipeline

- In-Tract Zone 12 Water Improvements (Backbone)

- Removal of Existing Water Reservoir and Reconstruction of Existing Zone 12
Water Line (Backbone)
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Agenda ltem No. 5

STAFF REPORT

CITY OF CALIMESA
CITY COUNCIL MEETING

SUBJECT: Formation of Community Facilities District No. 2012-1 (Singleton
Heights) and dissolution of Community Facilities District No. 2006-
1 (Calimesa Springs)

MEETING DATE: March 5, 2012
PRESENTED BY: Randy Anstine, City Manager
PREPARED BY: Randy Anstine, City Manager

RECOMMENDATION: That the City Council:

1. Adopt Resolution No. 2012-08 A Resolution of the City Council of the City of Calimesa,
California, of Intention to establish a community facilities district, designating
improvement areas, describing improvements and services to be financed and setting a
time and place for public hearing thereon; and

2. Adopt Resolution No. 2012-09, A Resolution of the City Council of the City of Calimesa,
California, of Intention to incur bonded indebtedness within said community facilities
district.

SUMMARY: Community Facilities Districts are a form of financing that can be used by cities,
counties, school district, and special districts. CFDs raise money through special taxes that
must be approved by 2/3 of the voters within the CFD. Most often, CFDs are formed by the
landowner prior to subdivision. A CFD can be formed to finance a wide list of improvements,
which include roads, water facilities, sewers and schools. They also used to finance ongoing
maintenance services such as landscaping, streets, lighting and drainage facilities. The
taxes are secured by a continuing lien and are levied against property within the district on
an annual basis. The revenue stream is used to pay debt service on bonds, to finance
facilities on a pay-as-you-go basis, and to pay for services or a combination thereof. It is
anticipated that the City will issue bonds to fund the facilities and fees financed by the CFD.
Services will be funded by the annual special tax for services.

The City is in receipt of a Petition (including consent and waiver) with respect to a
development for Singleton Road, LLC who are the owners of the property in the proposed
development (the “Owner”). The Owner is requesting that the City move forward and declare
its intent to form a community facilities district designated as “Community Facilities District
No. 2012-1 (Singleton Heights) of the City of Calimesa” (‘CFD No. 2012-1"), designating

Yucaipa Valley Water District Board Workshop - May 8, 2012 - 57 of 167



Workshop Memorandum No. 12-096 Page 8 of 50

City Council meeting of March 5, 2012
Page 2 of 2

improvement areas, and issue bonds secured by special taxes within CFD No. 2012-1.
Additionally, the Owner is requesting the dissolution of Community Facilities District No.
2006-1 (Calimesa Springs) (“CFD No. 2006-17).

The Owner intends to develop 268 residential housing units on the property in two
improvement areas. Improvement Area 1 which is currently under construction and is located
directly west of Singleton Road will include 121 units and Improvement Area 2 located on the
western most portion of the property will include 147 residential units. On September 18,
2006 the City Council formed CFD No. 2006-1 on this property. However, due to the
changes in the housing market subsequent to the formation of CFD No. 2006-1, Master Craft
Homes has requested the formation of CFD No. 2012-1 to reduce the special taxes and the
dissolution of CFD No. 2006-1 which will be replaced by CFD No. 2012-1, if approved.

Once CFD 2012-1 is formed it is the intent to issue bonds secured by special taxes within
CFD 2012-1 when market conditions allow. CFD No. 2012-1 shall be comprised of two
improvement areas. The financing meets or will (at the time of issuance if a waiver is not
requested) all City policies and procedures with respect to financing public improvements in
connection with land development. The “not to exceed” bond amount for the District has
been approved by the City Financial Advisor as $6,000,000 with respect to Improvement
Area No. 1 and $10,000,000 with respect to Improvement Area No. 2. The facilities and fees
of public agencies proposed to be financed, the services proposed to be financed and the
rate and method of apportionment of the special tax proposed to be levied following an
election as well as the proposed boundaries of the CFD are described on the exhibits to the
resolution of intention to form the District.

FISCAL IMPACT: None. Funds provided by developer deposit and bond proceeds.

ATTACHMENTS:

Attachment A:; Resolution No. 2012-08
Attachment B: Resolution No. 2012-09
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Attachment 5A
RESOLUTION NO. 2012-08

RESOLUTION OF INTENTION OF THE CITY COUNCIL OF THE CITY
OF CALIMESA TO ESTABLISH CITY OF CALIMESA COMMUNITY
FACILITIES DISTRICT NO. 2012-1 (SINGLETON HEIGHTS); AND
DESIGNATING IMPROVEMENT AREAS WITHIN SAID COMMUNITY
FACILITIES DISTRICT

WHEREAS, the City Council (the “Council”) of the City of Calimesa (the “City”)
has received a petition (the “Petition”) requesting the dissolution of City of Calimesa
Community Facilities District No. 2006-1 (Calimesa Springs) (“CFD 2006-1") and the
institution of proceedings for (i) formation of a community facilities district (‘CFD 2012-
1") pursuant to the Mello-Roos Community Facilites Act of 1982, as amended,
commencing with Section 53311 of the California Government Code (the “Act’), (ii)
designation of improvement areas within CFD 2012-1, (iii) authorization of issuance of
bonds for each improvement area within CFD 2012-1, and (iv) establishment of an
appropriations limit for each improvement area within CFD 2012-1; and

WHEREAS, the Council has determined that the Petition complies with the
requirements of Government Code Section 53318(c) and now intends to initiate such
proceedings; and

WHEREAS, it is the intention of the Council to finance landscape, lighting,
streets, storm drain and detention basin maintenance services that are in addition to
those provided in the territory within CFD 2012-1 prior to the formation of CFD 2012-1
and do not supplant services already available within the territory proposed to be
included in CFD 2012-1 through the formation of CFD 2012-1 subject to the levy of a
special tax to pay for such services, being approved at an election to be held within the
boundaries of each improvement area within CFD 2012-1; and

WHEREAS, it is the intention of the Council to finance the acquisition and
construction of the Facilities (as defined below) or any combination thereof through the
formation of CFD 2012-1, subject to the authorization of bonds and the levy of a special
tax to pay lease payments, installment purchase payments or other payments, or
principal and interest on bonds, being approved at an election to be held within the
boundaries of each improvement area within CFD 2012-1; and

WHEREAS, pursuant to Section 53350 of the Act, the Council may designate a
portion or portions of CFD 2012-1 as one or more improvement areas for purposes of
financing of, or contributing to the financing of, specified public facilities;

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF CALIMESA DOES
HEREBY RESOLVE AS FOLLOWS:

Section 1. The Council hereby determines to dissolve CFD 2006-1, Upon the
adoption of an ordinance dissolving CFD 2006-1, the Council shall cause an addendum
to be recorded to the Notice of Special Lax Lien recorded pursuant to Section 3114.5 of
the Streets and Highways Code which shall state that CFD 2006-1 and all associated
liens, if any, have been dissolved.
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Section 2. The Council hereby determines to institute proceedings for the
formation of a community facilities district under the terms of the Act. The exterior
boundaries of CFD 2012-1 are hereby specified and described to be as shown on that
certain map now on file in the office of the Clerk entitled “Map of Proposed Boundaries
Community Facilities District No. 2012-1 (Singleton Heights),” which map indicates by a
boundary line the extent of the territory included in each improvement area within CFD
2012-1 and shall govern for all details as to the extent of each improvement area within
CFD 2012-1. On the original and one copy of the map on file in the City Clerk’s office,
the City Clerk shall endorse the certificate evidencing the date and adoption of this
resolution. The City Clerk shall file the original of such map in her office and, within
fifteen (15) days after the adoption of this Resolution, the City Clerk shall file a copy of
such map so endorsed in the records of the County Recorder, County of Riverside,
State of California.

Section 3. The name of the proposed community facilities district shall be “City
of Calimesa Community Facilities District No. 2012-1 (Singleton Heights).”

Section4. The Council hereby designates the portions of CFD 2012-1 as
described in Exhibit A attached hereto, as Improvement Area No. 1 and Improvement
Area No. 2, respectively, of City of Calimesa Community Facilities District No. 2012-1
(Singleton Heights).

Section 5. Except where funds are otherwise available, it is the intention of the
Council to levy annually in accordance with procedures contained in the Act a special
tax (the “Services Special Tax") sufficient to finance a portion of the cost of providing
landscaping, lighting, streets, storm drain and detention basin maintenance services
(the “Services”) that are in addition to those provided in the territory within CFD 2012-1
prior to the formation of CFD 2012-1 and do not supplant services already available
within the territory proposed to be included in CFD 2012-1, the costs of administering
the levy and collection of the Services Special Tax and all other costs of the levy of the
Services Special Tax, including any legal, fiscal, and financial consultant fees, election
costs, and all other administrative costs of the tax levy. The Services Special Tax will
be secured by recordation of a continuing lien against all non-exempt real property in
the respective improvement areas of CFD 2012-1. The schedule of the rate and
method of apportionment and manner of collection of the Services Special Tax is
described in detail in Exhibit B attached hereto and by this reference incorporated
herein. The Services Special Tax is apportioned to each parcel on the foregoing basis
pursuant to Section 53325.3 of the Act.

Section 6. The facilities proposed to be financed by each improvement area of
CFD 2012-1 are public infrastructure facilities and other governmental facilities with an
estimated useful life of five years or longer, which CFD 2012-1 is authorized by law to
construct, own or operate and that are necessary to meet increased demands placed
upon the City as a result of development or rehabilitation occurring within the proposed
CFD 2012-1, including but not limited to street and storm drain improvements, City
capital impact fees and Yucaipa Valley Water District water facilities, and related costs
including designs, inspections, professional fees, connection fees and acquisition costs
(the “Facilities”). Such Facilities need not be physically located within CFD 2012-1.
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Section 7. Except where funds are otherwise available, it is the intention of the
Council to levy annually in accordance with procedures contained in the Act a special
tax (the "Special Tax”) within the respective improvement areas of CFD 2012-1
sufficient to pay for the costs of financing the acquisition and/or construction of the
Facilities, including the principal of and interest on the bonds proposed to be issued to
finance the Facilities and other periodic costs, the establishment and replenishment of
reserve funds, the remarketing, credit enhancement and liquidity fees, the costs of
administering the levy and collection of the Special Tax and all other costs of the levy of
the Special Tax and issuance of the bonds, including any foreclosure proceedings,
architectural, engineering, inspection, legal, fiscal, and financial consultant fees,
discount fees, interest on bonds due and payable prior to the expiration of one year
from the date of completion of facilities (but not to exceed two years), election costs and
all costs of issuance of the bonds, including, but not limited to, fees for bond counsel,
disclosure counsel, financing consultants and printing costs, and all other administrative
costs of the tax levy and bond issue. The Special Tax will be secured by recordation of
a continuing lien against all non-exempt real property in the respective improvement
areas. In the first year in which such a Special Tax is levied, the levy shall include a
sum sufficient to repay to the City all amounts, if any, transferred to CFD 2012-1
pursuant to Section 53314 of the Act and interest thereon. The schedule of the rate and
method of apportionment and manner of collection of the Special Tax is described in
detail in Exhibit B attached hereto and by this reference incorporated herein. The
Special Tax is based upon the cost of financing the Facilities in CFD 2012-1, the
demand that each parcel will place on the Facilities and the benefit (direct and/or
indirect) received by each parcel from the Facilities.

The Special Tax is apportioned to each parcel on the foregoing basis pursuant to
Section 53325.3 of the Act. In the event that a portion of the property within an
improvement area of CFD 2012-1 shall become for any reason exempt, wholly or
partially, from the levy of the Special Tax, the Council shall, on behalf of CFD 2012-1,
increase the levy to the extent necessary upon the remaining property within the same
improvement area of CFD 2012-1 which is not delinquent or exempt in order to yield the
required payments, subject to the maximum tax. Under no circumstances, however,
shall the Special Tax levied in any fiscal year against any parcel used for private
residential purposes be increased as a consequence of delinquency or default by the
owner or owners of any other parcel or parcels within the same improvement area of
CFD 2012-1 by more than 10 percent above the amount that would have been levied in
that fiscal year had there never been any such delinquencies or defaults. Furthermore,
the maximum special tax authorized to be levied against any parcel used for private
residential purposes shall not be increased over time in excess of 2 percent per year.

Section 8. The Council hereby finds that the proposed Facilities are necessary
to meet increased demands put upon the City as a result of the new development or
rehabilitation within the proposed CFD 2012-1.

Section 9. A public hearing (the “Hearing”) on the establishment of CFD 2012-
1 and the proposed rate and method of apportionment of the Services Special Tax and
the Special Tax shall be held on April 16, 2012, at 6:00 o'clock p.m., or as soon
thereafter as practicable, at the chambers of the City Council of the City of Calimesa,
908 Park Avenue, Calimesa, California 92320.

-
J
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Section 10. At the time and place set forth above for the hearing, any interested
person, including all persons owning lands or registered to vote within the proposed
CFD 2012-1, may appear and be heard.

Section 11. Each City officer who is or will be responsible for the Services and
the Facilities to be financed by CFD 2012-1, if it is established, is hereby directed to
study the proposed CFD 2012-1 and, at or before the time of the above-mentioned
Hearing, file a report with the Council, and which is to be made a part of the record of
the Hearing, containing a brief description of the Services and the Facilities by type
which will in his or her opinion be required to adequately meet the needs of CFD 2012-1
and his or her estimate of the cost of providing the Services and the Facilities. The City
Manager is directed to estimate the fair and reasonable cost of all incidental expenses,
including the cost of planning and designing the Facilities to be financed pursuant to the
Act, including the cost of environmental evaluations of such facilities, all costs
associated with the creation of CFD 2012-1, issuance of bonds, determination of the
amount of any special taxes, collection of any special taxes, or costs otherwise incurred
in order to carry out the authorized purposes of the City with respect to CFD 2012-1,
and any other expenses incidental to the construction, completion and inspection of the
authorized work to be paid through the proposed financing.

Section 12. The City may accept advances of funds from any sources, including
private persons or private entities, and is authorized and directed to use such funds for
any authorized purpose, including any cost incurred by the City in creating CFD 2012-1.
The City may enter into an agreement to repay all of such funds as are not expended or
committed for any authorized purpose at the time of the election on the levy of the
Services Special Tax and the Special Tax, if the proposal to levy such tax should fail,
and to repay all of such funds advanced if the levy of the Services Special Tax and the
Special Tax shall be approved by the qualified electors of CFD 2012-1.

Section 13. The City Clerk is hereby directed to publish a notice (“Notice”) of
the Hearing pursuant to Section 6061 of the Government Code in a newspaper of
general circulation published in the area of the proposed CFD 2012-1. Such Notice
shall contain information set forth in Section 53322 of the Act. Such publication shall be
completed at least 7 days prior to the date of the Hearing.

Section 14. The Clerk may send a copy of the Notice by first-class mail,
postage prepaid, to each registered voter and to each landowner within proposed CFD
2012-1 as shown on the last equalized assessment roll. Said mailing shall be
completed not less than fifteen (15) days prior to the date of the Hearing.

Section 15. Pursuant to Section 53344.1 of the Act, the Council hereby
reserves to itself, in its sole discretion, the right and authority by subsequent resolution
to allow any owner of property within CFD 2012-1, subject to the provisions of Section
53344.1 of the Act and those conditions as it may impose, and any applicable
prepayment penalties as prescribed in the bond indenture or comparable instrument or
document, to tender to CFD 2012-1 treasurer in full payment or part payment of any
installment of the special taxes or the interest or penalties thereon which may be due or
delinquent, but for which a bill has been received, any bond or other obligation secured
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thereby, the bond or other obligation to be taken at par and credit to be given for the
accrued interest shown thereby computed to the date of tender.

Section 16. The voting procedure with respect to the imposition of the Services
Special Tax and the Special Tax shall be by hand delivered or mailed ballot election.

PASSED, APPROVED AND ADOPTED this 5" day of March, 2012,

ELLA ZANOWIC, MAYOR

ATTEST:

DARLENE GERDES, CITY CLERK

APPROVED AS TO FORM:

KEVIN ENNIS, CITY ATTORNEY
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EXHIBIT A

IMPROVEMENT AREA DESIGNATION
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EXHIBIT B

RATE AND METHOD OF APPORTIONMENT OF SPECIAL TAX
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COMMUNITY FACILITIES DISTRICT NO. 2012-1
(SINGLETON HEIGHTS)
IMPROVEMENT AREA NO. 1
OF THE CITY OF CALIMESA
RATE AND METHOD OF APPORTIONMENT

A Special Tax shall be levied on all Taxable Property (as defined below) within the
boundaries of Improvement Area No. 1 (“IA No. 1) of Community Facilities District
No. 2012-1 (Singleton Heights), (“CFD No. 2012-1") of the City of Calimesa (“City™)
and collected each Fiscal Year commencing in Fiscal Year 2012/2013 in an amount
determined by the City Council (as defined below), through the application of this Rate
and Method of Apportionment of the Special Tax to the extent and in the manner herein
provided.

1. DEFINITIONS

“Acreage” or “Acre” 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 Subdivision Map, parcel map,
condominium plan, or other recorded County parcel map. An Acre means 43,560
square feet of land.

“Act” means the Mello-Roos Community Facilities Act of 1982, as amended, being
Chapter 2.5 of Part 1 of Division 2 of Title 5 of the Government Code of the State of
California.

“Administrative Expenses” means the expenses incurred by the City on behalf of 1A
No. 1 related to the determination of the amount of the levy of Annual Special Taxes;
the collection of Annual Special Taxes including the expenses of collecting
delinquencies; the administration of the Bonds; the payment of salaries and benefits
of any employee of the City whose employment duties are directly related to the
administration of IA No. 1; and the costs otherwise incurred in order to carry out
authorized purposes of IA No. 1.

“Annual Special Tax” means any Special Tax actually levied in any Fiscal Year on
any Assessor’s Parcel.

“Assessor” means the Assessor of the County.

“Assessor's Parcel” means a lot or parcel shown on an Assessor’s Parcel Map with
an assigned Assessor's Parcel number.

City of Calimesa / CFD No. 2012-1(Singleton Heights)
February 28, 2012
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“Assessor’s Parcel Map” means an official map of the County designating parcels
by Assessor’s Parcel number.

“Assigned Special Tax A” means the Special Tax A for each Land Use Class, as
determined in accordance with Section 3 below.

“Backup Special Tax A” means the Special Tax amount applicable to each
Assessor’s Parcel of Developed Property, as determined in accordance with Section
3.A (i) below.

“Bonds” means any obligation of IA No. 1 to pay or repay a sum of money,
including obligations in the form of bonds, certificates of participation, long-term
leases, loans from government agencies, or loans from banks, other financial
institutions, private businesses, or individuals, or long-term contracts, or any
refunding thereof, secured in whole or in part by the levy of Special Taxes.

“Building Permit” means a building permit for the construction of one or more
Residential Units within CFD No. 2012-1, [A No. 1 issued by the City.

“Building Square Footage” means all of the square footage of usable area within the
perimeter of a residential structure, not including any carport, walkway, garage,
overhang, or similar area. The determination of Building Square Footage shall be
made by reference to the building permit(s) issued for such Assessor’s Parcel.

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

“CFD Administrator” means an authorized representative of the City, or designee
thereof, responsible for determining the Special Tax Requirement for Facilities and
the Special Tax Requirement for Services, for preparing the Annual Special Tax roll
and calculating the Backup Special Tax.

“CFD No. 2012-1” means Community Facilities District No. 2012-1 (Singleton
Heights) of the City.

“City” means the City of Calimesa, California.

“City Council” means the City Council of the City of Calimesa, acting as the
legislative body of CFD No. 2012-1, or its designee.

“Consumer Price Index” means, for each Fiscal Year, the Consumer Price Index
published by the U.S. Bureau of Labor Statistics for “All Urban Consumers” in the
Los Angeles-Anaheim-Riverside Area, measured as of the month of April in the
previous Fiscal Year. In the event this index ceases to be published, the Consumer
Price Index shall be another index that is reasonably comparable to the Consumer

City of Calimesa 2 CFD No. 2012-1(Singleton Heights)
February 28, 2012
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Price Index for the Los Angeles-Anaheim-Riverside Area, as determined by the CFD
Administrator.

“County” means the County of Riverside, California.

“Debt Service” means for each Fiscal Year, the total amount of principal and interest
payable on any Outstanding Bonds during the Calendar Year commencing on January
I of such Fiscal Year.

“Developed Property” means for each Fiscal Year, all Assessor’s Parcels of Taxable
Property, exclusive of Assessor’s Parcels of Provisional Undeveloped Property, for
which a Building Permit was issued prior to April 1 of the previous Fiscal Year.

“Exempt Property” means Assessor’s Parcels designated as being exempt from
Special Taxes pursuant to Section 9.

“Final Subdivision Map” means a subdivision of property created by recordation of
a final map or parcel map, pursuant to the Subdivision Map Act (California
Government Code Section 66410 et seq.) or recordation of a condominium plan
pursuant to California Civil Code 1352 or lot line adjustment that creates individual
lots for which building permits may be issued without further subdivision.

“Fiscal Year” means the period starting on July 1 and ending the following June 30.

“Improvement Area 1” or “IA No. 1” means Improvement Area 1 of CFD No.
2012-1, as identified on the boundary map for CFD No. 2012-1, as in effect on the
date of formation of A No. 1, and as may thereafter be amended in accordance with
the Act.

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

“Land Use Class” means any of the classes listed in Table 1 under Section 3 below,
“Lot” means an individual legal lot created by a Final Subdivision Map.
“Mandatory Maximum Special Tax Reduction” means a mandatory reduction of
the Maximum Special Tax A prior to the issuance of Bonds as set forth in Section 7
below.

“Maximuimn Special Tax A” means the Maximum Special Tax A (Facilities),

determined in accordance with Section 3 below, which may be levied in any Fiscal
Year on any Assessor’s Parcel of Taxable Property.

Citv of Calimesa 3 CFD No. 2012-1(Singleton Heights)
February 28, 2012

Yucaipa Valley Water District Board Workshop - May 8, 2012 - 70 of 167



Workshop Memorandum No. 12-096 Page 21 of 50

“Maximum Special Tax B” means the Maximum Special Tax B (Services),
determined in accordance with Section 3 below, which may be levied in any Fiscal
Year on any Assessor’s Parcel of Taxable Property.

“Outstanding Bonds” means all Bonds, which are deemed to be outstanding under
the Indenture.

“Partial Prepayment Amount” means a prepayment of a portion of the Special Tax
A Obligation applicable to an Assessor’s Parcel of Taxable Property as set forth in
Section 6.B below.

“Property Tax Burden” means the total estimated amount of taxes a residential
owner would expect to pay including ad valorem property taxes, special assessments,
fees and charges placed on the County property tax bill and is expressed as a
percentage of value as determined in Section 7.

“Proportionately” or “Proportionate” means for Developed Property, that the ratio
of the actual Special Tax levy to the Maximum Special Tax is equal for all Assessor’s
Parcels of Developed Property. For Undeveloped Property, “Proportionately” means
that the ratio of the actual Special Tax levy per Acre to the Maximum Special Tax A
or Maximum Special Tax B, as applicable, per Acre is equal for all Assessor's Parcels
of Undeveloped Property. The term “Proportionately” may similarly be applied to
other categories of Taxable Property as described in Section 3 below.

“Provisional Undeveloped Property” means all Assessor’s Parcels of property that
would otherwise be classified as Exempt Property pursuant to the provisions of
Section 9, but cannot be classified as Exempt Property because to do so would reduce
the Acreage of all Taxable Property below the required minimum Acreage as set forth
in Section 9.

“Residential Unit” means each separate residential dwelling unit that comprises an
independent facility capable of conveyance or rental separate from adjacent
residential dwelling units.

“Services” means the services eligible to be funded by [A No. I.

“Special Tax” means any special tax authorized to be levied within CFD No. 2012-1
pursuant to the Act and this Rate and Method of Apportionment.

“Special Tax A” means the Special Tax to be levied in each Fiscal Year on each
Assessor’s Parcel of Taxable Property within IA No. 1 to fund the Special Tax
Requirement for Facilities.

“Special Tax B” means the Special Tax to be levied in each Fiscal Year on each
Assessor’s Parcel of Taxable Property within IA No. 1 to fund the Special Tax
Requirement for Services.

City of Calimesa 4 CFD No. 2012-1(Singleton Heights)
February 28, 2012
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“Special Tax A Obligation”™ means the total obligation of an Assessor’s Parcel of
Taxable Property to pay the Special Tax A for the remaining life of CFD No. 2012-1.

“Special Tax Requirement for Facilities” means that amount required in any Fiscal
Year to: (i) pay Debt Service on all Outstanding Bonds; (ii) pay periodic costs on the
Outstanding Bonds, including but not limited to, credit enhancement and rebate
payments on the Outstanding Bonds; (iii} pay Administrative Expenses; (iv) pay any
amounts required to establish or replenish any reserve funds for all Outstanding
Bonds; (v) the costs associated with the release of funds from an escrow account
established in association with the Bonds; (vi) accumulate funds to pay directly for
acquisition or construction of facilities provided that the inclusion of such amount
does not cause an increase in the Special Tax to be levied on Undeveloped Property,
and (vii) pay for reasonably anticipated delinquent Special Taxes based on the
delinquency rate for Special Taxes levied in the previous Fiscal Year; less (viii) a
credit for funds available to reduce the annual Special Tax levy, as determined by the
CFD Administrator pursuant to the Indenture.,

“Special Tax Requirement for Services” means that amount required in any Fiscal
Year to: (i) pay the costs of Services incurred or otherwise payable in the Calendar
Year commencing in such Fiscal Year; (ii) fund an operating reserve for the costs of
Services as determined by the CFD Administrator; less a credit for funds available to
reduce the annual Special Tax B levy as determined by the CFD Administrator. If the
operating reserve is funded at 100% of the cost of Services payable in the Calendar
Year commencing in such Fiscal Year, Special Tax B shall only be levied on
Undeveloped Property or Provisional Undeveloped Property for the purposes paying
the costs of Services.

“State” means the State of California.

“Taxable Property” means all of the Assessor's Parcels within the boundaries of
CFD No. 2012-1, which are not exempt from the levy of the Special Tax pursuant to
law or Section 9 below.

“Trustee” means the trustee or fiscal agent under the Indenture.

“Undeveloped Property” means, for ecach Fiscal Year, all Taxable Property within
the boundaries of 1A No. 1 not classified as Developed Property or Provisional
Undeveloped Property.

2. LAND USE CLASSIFICATION

Each Fiscal Year, beginning with Fiscal Year 2012/2013, each Assessor’s Parcel
within the boundaries of IA No. 1 shall be classified as Taxable Property or Exempt
Property. In addition, all Taxable Property within IA No. 1 shall be classified as
Developed Property, Undeveloped Property or Provisional Undeveloped Property,
and all such Taxable Property shall be subject to the levy of Special Taxes in

Lre

City of Calimesa CFD No. 2012-1(Singleton Heights)

February 28, 2012
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accordance with this Rate and Method of Apportionment determined pursuant to
Sections 3 and 4 below. Furthermore, each Assessor’s Parcels of Developed Property
which is a Residential Unit shall be classified to its applicable Land Use Class based
on its Building Square Footage.

3. MAXIMUM SPECIAL TAX RATES

A, Special Tax A (Facilities)

1. Developed Property

The Maximum Special Tax A applicable to an Assessor’s Parcel
classified as Developed Property for Fiscal Year 2012/2013 shall be
the greater of (1) the Assigned Special Tax A as determined pursuant
to Table 1 below or (ii) the amount derived by application of the
Backup Special Tax A.

Table 1

Assigned Special Tax A Rates

Fiscal Year 2012/2013

Land
Use
Class

Building Square Footage

Assigned
Special Tax A

900 or less Sq. Ft.

8690 per Residential Unit

[AS]

901 to 1,200 Sq. Ft.

$966 per Residential Unit

1,201 to 1,500 Sq. Ft.

$1,242 per Residential Unit

1,501 to 1,800 Sq. Ft.

$1,518 per Residential Unit

1,801 to 2,100 Sq. Ft.

$1.794 per Residential Unit

2,101 to 2,400 Sq. Ft.

$2,070 per Residential Unit

2,401 10 2,700 Sgq. Ft.

$2.346 per Residential Unit

2,701 to 3,000 Sq. Ft.

$2,622 per Residential Unit

o] oo ] &N | B W

Greater than 3,000 Sq. Ft.

$2,898 per Residential Unit

Each July 1, commencing July 1, 2013, the Assigned Special Tax A
shall be increased by two percent (2.0%) of the amount in effect in
the prior Fiscal Year.

City of Calimesa

CFD No. 2012-1(Singleton Heights)

February 28, 2042
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ii. Backup Special Tax A

The Backup Special Tax A applicable to an Assessor’s Parcel
classified as Developed Property for Fiscal Year 2012/2013 shall be
$2,143 per Lot.

Each July 1, commencing July 1, 2013, the Back-up Special Tax A
for Developed Property shall be increased by two percent (2.0%) of
the amount in effect in the prior Fiscal Year.

iii. Provisional Undeveloped Property and Undeveloped Property

The Maximum Special Tax A for Provisional Undeveloped Property
and Undeveloped Property for Fiscal Year 2012/2013 shall be
$9,276 per Acre.

Each July 1, commencing July 1, 2013, the Maximum Special Tax A
for Provisional Undeveloped Property and Undeveloped Property
shall be increased by two percent (2.0%) of the amount in effect in
the prior Fiscal Year.

B. Special Tax B (Services)

i. Developed Property
The Maximum Special Tax B for Developed Property for Fiscal Year
201272013 shall be $694 per Residential Unit.

ii. Undeveloped Property and Provisional Undeveloped Property
The Maximum Special Tax B for Undeveloped Property and
Provisional Undeveloped Property for Fiscal Year 2012/2013 shall be
$3,004 per Acre.
Each July I commencing July 1, 2013, the Maximum Special Tax B
shall be increased by the greater of (i) the most recent annual

percentage change in the Consumer Price Index or (ii) two-percent
(2%) of the amount in effect in the prior Fiscal Year.

City of Calimesa 7 CFD No. 2012-1(Singleton Heights)
February 28, 2012
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4. METHOD OF APPORTIONMENT

A.  Special Tax A (Facilities)

For each Fiscal Year, commencing Fiscal Year 2012/2013, the CFD
Administrator shall calculate the Special Tax Requirement for Facilities and
levy Special Tax A on all Taxable Property in accordance with the following
steps:

Step 1: The Special Tax A shall be levied Proportionately on each
Assessor’s Parcel of Developed Property up to 100% of the applicable
Assigned Special Tax A as necessary to satisfy the Special Tax
Requirement for Facilities;

Step 2. I additional monies are needed to satisfy the Special Tax
Requirement for Facilities after Step 1 has been completed, the Special
Tax A shall be levied Proportionately on each Assessor's Parcel of
Undeveloped Property up to 100% of the Maximum Special Tax A;

Step 3: If additional monies are needed to satisfy the Special Tax
Requirement for Facilities after the first two steps have been completed,
then the levy of the Special Tax A on each Assessor's Parcel of Developed
Property whose Maximum Special Tax A is determined through the
application of the Backup Special Tax A shall be increased
Proportionately from the Assigned Special Tax A up to 100% of the
Maximum Special Tax for each such Assessor's Parcel; and

Step 4: If additional monies are needed to satisfy the Special Tax
Requirement for Facilities after the first three steps have been completed,
then the Special Tax A shall be levied Proportionately on each Assessor’s
Parcel of Provisional Undeveloped Property at up to 100% of the
Maximum Special Tax A for Provisional Undeveloped Property.

B. Special Tax B (Services)

For each Fiscal Year, commencing Fiscal Year 2012/2013, the CFD
Administrator shall calculate the Special Tax Requirement for Services and
levy Special Tax B on all Taxable Property in accordance with the following
steps:

Step I: The Special Tax B shall be levied Proportionately on each
Assessor’s Parcel of Developed Property up to 100% of the applicable
Maximum Special Tax B as necessary to satisfy the Special Tax
Requirement for Services;
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Step 2: If additional monies are needed to satisfy the Special Tax
Requirement for Services after Step 1 has been completed, the Special Tax
B shall be levied Proportionately on each Assessor's Parcel of
Undeveloped Property up to 100% of the Maximum Special Tax B;

Step 3: If additional monies are needed to satisfy the Special Tax
Requirement for Services after the first two steps have been completed,
then the Special Tax B shall be levied in equal percentages on each
Assessor’s Parcel of Provisional Undeveloped Property at up to 100% of
the Maximum Special Tax B for Provisional Undeveloped Property.

Notwithstanding the above, under no circumstances will the Special Tax levied
against any Assessor’s Parcel of Developed Property for which an occupancy
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 TA No. 1, except for those Assessor’s Parcels of
Developed Property whose owners are also delinguent or in default on their
Special Tax payments for one or more other properties within IA No. 1.

5. COLLECTON OF ANNUAL SPECIAL TAXES

Collection of the Annual Special Tax shall be by the County in the same manner as
ordinary ad valorem property taxes are collected and the Annual Special Tax shall be
subject to the same penalties and the same lien priority in the case of delinquency as
ad valorem taxes; provided, however, that the City Council may provide for (i) other
means of collecting the Annual Special Tax, including direct billings thereof to the
property owners; and (ii) judicial foreclosure of delinquent Special Taxes to meet the
tinancial obligations of [A No. 1.

6. PREPAYMENT OF SPECIAL TAX A OBLIGATION

Property owners may prepay and permanently satisfy the Special Tax A Obligation
by a cash settlement with the City as permitted under Government Code Section
53344. Prepayment is permitted only under the following conditions:

The following definitions apply to this Section 6:

“IA No. 1 Public Facilities Costs” means $4,250,000 in 2012 dollars, which
shall increase by the Construction Inflation Index on July 1, 2013, and on each
July 1 thereafier, or such lower number as (i) shall be determined by the CFD
Administrator as sufficient to acquire or construct the facilities to be financed
under the authorized Mello-Roos financing program for 1A No. 1, or (ii) shall be
determined by the City Council concurrently with a covenant that it will not issue
any more [A No. I Bonds (except refunding bonds) to be supported by Special
Taxes.
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“Construction Fund” means the fund (regardless of its name) established
pursuant to the Indenture to hold funds, which are currently available for
expenditure to acquire or construct the facilities or pay fees.

“Construction Inflation Index” means the annual percentage change in the
Engineering News-Record Building Cost Index for the City of Los Angeles,
measured as of the Calendar Year, which ends in the previous Fiscal Year. In the
event this index ceases to be published, the Construction Inflation Index shall be
another index as determined by the CFD Administrator that is reasonably
comparable to the Engineering News-Record Building Cost Index for the City of
Los Angeles.

“Future Facilities Costs” means the IA No. 1 Public Facilites Costs minus (i)
costs previously paid from the Construction Fund to acquire or construct the
facilities, (i) monies currently on deposit in the Construction Fund, and (iii)
monies currently on deposit in an escrow or other earmarked fund that are
expected to be available to finance TA No. 1 Public Facilites Costs.

“Outstanding Bonds” means all Previously Issued Bonds, which remain
outstanding as of the first interest and/or principal payment date following the
current Fiscal Year excluding Bonds to be redeemed at a later date with proceeds
of prior prepayments of Maximum Special Taxes.

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

A. Prepayment in Full

The Special Tax A Obligation applicable to an Assessor’s Parcel may be prepaid
and the obligation of the Assessor’s Parcel to pay any Special Tax permanently
satisfied as described herein, provided that a prepayment may be made with
respect 1o a particular Assessor’s Parcel 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 A Obligation shall
provide the CFD Administrator with written notice of intent to prepay and the
company or agency that will be acting as the escrow agent, if any. The CFD
Administrator shall provide the owner with a statement of the Prepayment
Amount (as defined below) for such Assessor’s Parcel within thirty (30) days of
the request and may charge a reasonable fee for providing this service.
Prepayment must be made more than sixty (60) days prior to any redemption date
for the CFD No. 2012-1 Bonds to be redeemed with the proceeds of such prepaid
Special Taxes, unless a shorter period is acceptable to the Trustee and the City.

The Prepayment Amount (defined below) shall be calculated as summarized
below (capitalized terms as defined below):
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Bond Redemption Amount

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

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

Paragraph No.:

1. Confirm that no Special Tax delinquencies apply to such Assessor’s
Parcel.
2. For an Assessor’s Parcel of Developed Property, determine the Maximum

Special Tax A. For an Assessor’s Parcel of Undeveloped Property for
which a Building Permit has been issued, compute the Maximum Special
Tax A for that Assessor’s Parcel as though it was already designated as
Developed Property, based upon the Building Permit which has already
been issued for that Assessor’s Parcel.

3. (a) Divide the Maximnum Special Tax A computed pursuant to paragraph 2
by the total estimated Maximum Special Tax A for 1A No. 1 based on the
Developed Property Special Tax A which could be levied in the current
Fiscal Year on all expected development through build-out of 1A No. 1 as
determined by the CFD Administrator, excluding any Assessor’s Parcels
for which the Special Tax A Obligation has been prepaid.

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

5: Multiply the Bond Redemption Amount computed pursuant to paragraph 4
by the applicable redemption premium (expressed as a percentage), if any,
on the Outstanding Bonds to be redeemed at the first available call date
(the “Redemption Premium™).

6. Compute the current Future Facilities Costs.

#s Multiply the quotient computed pursuant to paragraph 3 by the amount
determined pursuant to paragraph 6 to compute the amount of Future
Facilities Costs to be prepaid (the “Future Facilities Prepayment
Amount™).
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8. Compute the amount needed to pay interest on the Bond Redemption
Amount from the first bond interest and/or principal payment date
following the current Fiscal Year until the earliest redemption date for the
Outstanding Bonds.

9. Compute the amount the CFD Administrator reasonably expects to derive
from the reinvestment of the Prepayment Amount less the Future Facilities
Amount and the Prepayment Administrative Fees and Expenses from the
date of prepayment until the redemption date for the Outstanding Bonds to
be redeemed with the prepayment.

10. Take the amount computed pursuant to paragraph 8 and subtract the
amount computed pursuant to paragraph 9 (the “Defeasance Amount™).

11. Verify the administrative fees and expenses of 1A No. 1, including the
costs of computation of the prepayment, the costs to invest the prepayment
proceeds, the costs of redeeming Bonds, and the costs of recording any
notices to evidence the prepayment and the redemption (the “Prepayment
Administrative Fees and Expenses™).

12. If reserve funds for the Outstanding Bonds, if any, are at or above 100% of
the reserve requirement (as defined in the Indenture) on the prepayment
date, 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”). No Reserve Fund
Credit shall be granted if reserve funds are below 100% of the reserve
requirement.

13. If any capitalized interest for the Outstanding Bonds will not have been
expended at the time of the first interest and/or principal payment
following the current Fiscal Year, a capitalized interest credit shall be
calculated by multiplying the larger quotient computed pursuant to
paragraph 3 by the expected balance in the capitalized interest fund after
such first interest and/or principal payment (the “Capitalized Interest
Credit”).

14. The Special Tax A Obligation is equal to the sum of the amounts
computed pursuant to paragraphs 4, 5, 7, 10, and 11, less the amounts
computed pursuant to paragraphs 12 and 13 (the “Prepayment Amount™).

15.  From the Prepayment Amount, the sum of the amounts computed pursuant
to paragraphs 4, 5, and 10, less the amounts computed pursuant to
paragraphs 12, and 13 shall be deposited into the appropriate fund as
established under the Indenture and be used to retire Qutstanding Bonds or
make Debt Service payments. The amount computed pursuant to
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paragraph 7 shall be deposited into the Construction Fund. The amount
computed pursuant to paragraph 11 shall be retained by JA No. 1.

The Prepayment Amount may be sufficient to redeem an amount other
than a 35,000 increment of Bonds. In such cases, the increment above
$5,000 or integral multiple thereof will be retained in the appropriate fund
established under the Indenture to redeem: Bonds to be used with the next
prepayment of Bonds.

The CFD Administrator will confirm that all previously levied Special
Taxes have been paid in full. With respect to any Assessor's Parcel that is
prepaid in full, once the CFD Administrator has confirmed that all
previously levied Special Taxes have been paid, the City Council shall
cause a suitable notice to be recorded in compliance with the Act, to
indicate the prepayment of Special Taxes and the release of the Special
Tax lien on such Assessor’s Parcel, and the Special Tax A Obligation of
such Assessor's Parcel to pay the Special Tax shall cease.

Notwithstanding the foregoing, no Special Tax prepayment shall be allowed
unless the amount of Maximum Special Taxes A less Administrative Expenses for
each Fiscal Year that may be levied on Taxable Property, respectively, after the
proposed prepayment is at least 1.1 times the annual Debt Service on all
Outstanding Bonds.

B. Partial Prepayment

The Special Tax A on an Assessor’s Parcel of Developed Property or
Undeveloped Property for which a Building Permit has been issued may be
partially prepaid. The amount of the prepayinent shall be calculated as in Section
6.A.; except that a partial prepayment shall be calculated according to the
following formula:

PP=P:xF.
These terms have the following meaning:

P = the Partial Prepayment

Pr=  the Prepayment Amount calculated according to Section 6.A.
F=  the percentage by which the owner of the Assessor’s Parcel(s) is

partially prepaying the Special Tax.

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

With respect to any Assessor’s Parcel that is partially prepaid, the City shall (i)
distribute the funds remitted to it according to Section 6.A., and (ii) indicate in the
records of IA No. 1 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 outstanding percentage (1.00 - F) of the remaining Maximum Special Tax
A, shall continue to be levied on such Assessor’s Parcel pursuant to Section 3.

Notwithstanding the foregoing, no partial prepayment shall be allowed unless the
amount of Maximum Special Taxes A less Administrative Expenses for each
Fiscal Year that may be levied on Taxable Property, respectively, after the
proposed partial prepayment is at least 1.1 times the annual Debt Service on all
Outstanding Bonds.

7. MANDATORY MAXIMUM SPECIAL TAX REDUCTION

Prior to the issuance of Bonds, the Property Tax Burden shall be calculated by the
CFD Administrator pursuant to the Land Secured Financing Policy adopted pursuant
to City Council Resolution in effect at the time of formation of the District (the “2012
Goals and Policies™) on Developed Property based on an average value for each Land
Use Class for which Residential Units have been constructed. The values may be
calculated by the CFD Administrator, an appraiser or other means as determined by
the City. The Maximum Special Tax A on Developed Property set forth in Section
3.A of this Rate and Method of Apportionment shall be reduced Proportionately for
each Land Use Class if it is reasonably determined by the CFD Administrator that the
Property Tax Burden exceeds the maximum level allowed in the Goals and Policies.

If the Mandatory Maximum Special Tax Reduction is implemented, then the City
Council shall cause a suitable notice to be recorded in compliance with the Act, to
indicate the lower Maximum Special Tax A rates.

8. TERM OF SPECIAL TAX

Special Tax A shall be levied for a period of thirty-five (35) years after the last series
of bonds has been issued, but shall not be levied for a period to exceed forty (40)
Fiscal Years commencing with Fiscal Year 2012/2013.

Special Tax B shall be levied as long as necessary to meet the Special Tax
Requirement for Services.
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9. EXEMPTIONS

The CFD Administrator shall classify as Exempt Property (i) Assessor’s Parcels
owned by the State of California, Federal or other local governments, (ii) Assessor’s
Parcels which are used as places of worship and are exempt from ad valorem property
taxes because they are owned by a religious organization (iii) Assessor’s Parcels
developed or planned to be developed exclusively for any type of non-residential use,
(iv) Assessor’s Parcels with public utility easement by the restriction, as determined
reasonably by the CFD Administrator, provided that no such classification would
reduce the sum of all Taxable Property in IA No. 1 to less than 27.95 acres.
Assessor’s Parcels which cannot be classified as Exempt Property because such
classification would reduce the sum of all Taxable Property in TA No. 1 to less than
27.95 acres shall be classified as Provisional Undeveloped Property, and will
continue to be subject to the Special Tax A accordingly. Tax exempt status for this
purpose of this paragraph will be assigned by the CFD Administrator in the
chronological order in which property becomes eligible for classification as Exempt
Property.

If the use of an Assessor’s Parcel of Exempt Property changes so that such Assessor’s
Parcel 1s no longer classified as one of the uses set forth in the first paragraph of this
Section 9 above that would make such Assessor’s Parcel eligible to be classified as
Exempt Property, such Assessor’s Parcel shall cease to be classified as Exempt
Property and shall be deemed to be Taxable Property.

10. APPEALS

Any landowner who pays the Annual Special Tax and claiins the amount of the
Annual Special Tax levied on his or her Assessor’s Parcel is in error shall first consult
with the CFD Administrator regarding such error not later than twelve (12) months
after first having paid the first installment of the Annual Special Tax that is disputed.
If following such consultation, the CFD Administrator determines that an error has
occurred, the CFD Administrator may recommend changing the amount of the
Amual Special Tax levied on such Assessor’s Parcel. If following such consultation
and action, if any by the CFD Administrator, the landowner believes such error still
exists, such person may file a written notice with the City Manager, or designee of the
City, appealing the amount of the Annual Special Tax levied on such Assessor’s
Parcel. Upon the receipt of such notice, the City Manager or designee may establish
such procedures as deemed necessary to undertake the review of any such appeal. The
City Manager or designee thereof shall interpret this Rate and Method of
Apportionment and make determinations relative to the administration of the Annual
Special Tax and any landowner appeals. The decision of the City Manager or
designee shall be final and binding as to all persons.
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COMMUNITY FACILITIES DISTRICT NO. 2012-1
(SINGLETON HEIGHTS)
IMPROVEMENT AREA NO. 2
OF THE CITY OF CALIMESA
RATE AND METHOD OF APPORTIONMENT

A Special Tax shall be levied on all Taxable Property (as defined below) within the
boundaries of Improvement Area No. 2 (“JA No. 2”) of Community Facilities District
No. 2012-T (Singleton Heights), (“CFD No. 2012-17) of the City of Calimesa (“City”)
and collected each Fiscal Year commencing in Fiscal Year 2012/2013 in an amount
determined by the City Council (as defined below), through the application of this Rate
and Method of Apportionment of the Special Tax to the extent and in the manner herein
provided.

1. DEFINITIONSx

“Acreage” or “Acre” 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 Subdivision Map, parcel map,
condominium plan, or other recorded County parcel map. An Acre means 43,560
square feet of land,

“Act” means the Mello-Roos Community Facilities Act of 1982, as amended, being
Chapter 2.5 of Part 1 of Division 2 of Title 5 of the Government Code of the State of
California.

“Administrative Expenses” means the expenses incurred by the City on behalf of TA
No. 2 related to the determination of the amount of the levy of Annual Special Taxes;
the collection of Annual Special Taxes including the expenses of collecting
delinquencies; the administration of the Bonds; the payment of salaries and benefits
of any employee of the City whose employment duties are directly related to the
administration of 1A No. 2; and the costs otherwise incurred in order to carry out
authorized purposes of IA No. 2.

“Annual Special Tax” means any Special Tax actually levied in any Fiscal Year on
any Assessor’s Parcel,

“Assessor” means the Assessor of the County.

“Assessor's Parcel” means a lot or parcel shown on an Assessor's Parcel Map with
an assigned Assessor's Parcel number.
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“Assessor’s Parcel Map” means an official map of the County designating parcels
by Assessor’s Parcel number.

“Assigned Special Tax A” means the Special Tax A for each Land Use Class, as
determined in accordance with Section 3 below,

“Backup Special Tax A” means the Special Tax amount applicable to each
Assessor’s Parcel of Developed Property, as determined in accordance with Section
3.A (11) below.

“Bonds” means any obligation of IA No. 2 to pay or repay a sum of money,
including obligations in the form of bonds, certificates of participation, long-term
leases, loans from government agencies, or loans from banks, other financial
institutions, private businesses, or individuals, or long-term contracts, or any
refunding thereof, secured in whole or in part by the levy of Special Taxes.

“Building Permit” means a building permit for the construction of one or more
Residential Units within CFD No. 2012-1, TIA No. 2 issued by the City.

“Building Square Footage” means all of the square footage of usable area within the
perimeter of a residential structure, not including any carport, walkway, garage,
overhang, or similar area. The determination of Building Square Footage shall be
made by reference to the building permit(s) issued for such Assessor’s Parcel.

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

“CFD Administrator” means an authorized representative of the City, or designee
thereof, responsible for determining the Special Tax Requirement for Facilities and
the Special Tax Requirement for Services, for preparing the Annual Special Tax roll
and calculating the Backup Special Tax.

“CFD No. 2012-1” means Community Facilities District No. 2012-1 (Singleton
Heights) of the City.

“City” means the City of Calimesa, California.

“City Council” means the City Council of the City of Calimesa, acting as the
legislative body of CFD No. 2012-1, or its designee.

“Consumer Price Index” means, for each Fiscal Year, the Consumer Price Index
published by the U.S. Bureau of Labor Statistics for “All Urban Consumers” in the
Los Angeles-Anaheim-Riverside Area, measured as of the month of April in the
previous Fiscal Year. In the event this index ceases to be published, the Consumer
Price Index shall be another index that is reasonably comparable to the Consumer
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Price Index for the Los Angeles-Anaheim-Riverside Area, as determined by the CFD
Administrator.

“County” means the County of Riverside, California.

“Debt Service” means for each Fiscal Year, the total amount of principal and interest
payable on any Outstanding Bonds during the Calendar Year commencing on January
1 of such Fiscal Year.

“Developed Property” means for each Fiscal Year, all Assessor’s Parcels of Taxable
Property, exclusive of Assessor’s Parcels of Provisional Undeveloped Property, for
which a Building Permit was issued prior to April 1 of the previous Fiscal Year.

“Exempt Property” means Assessor’s Parcels designated as being exempt from
Special Taxes pursuant to Section 9.

“Final Subdivision Map” means a subdivision of propeity created by recordation of
a final map or parcel map, pursuant to the Subdivision Map Act (California
Government Code Section 66410 et seq.) or recordation of a condominium plan
pursuant to California Civil Code 1352 or lot line adjustment that creates individual
lots for which building permits may be issued without further subdivision.

“Fiscal Year” means the period starting on July 1 and ending the following June 30.

“Improvement Area 2” or “lA No. 2” means Improvement Area 2 of CFD No.
2012-1, as identified on the boundary map for CFD No. 2012-1, as in effect on the
date of formation of IA No. 2, and as may thereafter be amended in accordance with
the Act.

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

“Land Use Class” means any of the classes listed in Table 1 under Section 3 below.
“Lot” means an individual legal lot created by a Final Subdivision Map.
“Mandatory Maximum Special Tax Reduction” means a mandatory reduction of
the Maximum Special Tax A prior to the issuance of Bonds as set forth in Section 7
below.

“Maximum Special Tax A” means the Maximum Special Tax A (Facilities),

determined in accordance with Section 3 below, which may be levied in any Fiscal
Year on any Assessor’s Parcel of Taxable Property.
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“Maximum Special Tax B” means the Maximum Special Tax B (Services),
determined in accordance with Section 3 below, which may be levied in any Fiscal
Year on any Assessor’s Parcel of Taxable Property.

“Outstanding Bonds” means all Bonds, which are deemed to be outstanding under
the Indenture.

“Partial Prepayment Amount” means a prepayment of a portion of the Special Tax
A Obligation applicable to an Assessor’s Parcel of Taxable Property as set forth in
Section 6.B below.

“Property Tax Burden” means the total estimated amount of taxes a residential
owner would expect to pay including ad valorem property taxes, special assessments,
fees and charges placed on the County property tax bill and is expressed as a
percentage of value as determined in Section 7.

“Proportionately” or “Proportionate” means for Developed Property, that the ratio
of the actual Special Tax levy to the Maximum Special Tax is equal for all Assessor’s
Parcels of Developed Propeity. For Undeveloped Property, “Proportionately” means
that the ratio of the actual Special Tax levy per Acre to the Maximum Special Tax A
or Maximum Special Tax B, as applicable, per Acre is equal for all Assessor's Parcels
of Undeveloped Property. The term “Proportionately” may similarly be applied to
other categories of Taxable Property as described in Section 3 below.

“Provisional Undeveloped Property” means all Assessor’s Parcels of property that
would otherwise be classified as Exempt Property pursuant to the provisions of
Section 9, but cannot be classified as Exempt Property because to do so would reduce
the Acreage of all Taxable Property below the required minimum Acreage as set forth
in Section 9.

“Residential Unit” means each separate residential dwelling unit that comprises an
independent facility capable of conveyance or rental separate from adjacent
residential dwelling units.

“Services” means the services eligible to be funded by IA No. 2.

“Special Tax” means any special tax authorized to be levied within CFD No. 2012-1
pursuant to the Act and this Rate and Method of Apportionment.

“Special Tax A” means the Special Tax to be levied in each Fiscal Year on each
Assessor’s Parcel of Taxable Property within 1A No. 2 to fund the Special Tax
Requirement for Facilities.

“Special Tax B” means the Special Tax to be levied in each Fiscal Year on each
Assessor’s Parcel of Taxable Property within IA No. 2 to fund the Special Tax
Requirement for Services.
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“Special Tax A Obligation” means the total obligation of an Assessor’s Parcel of
Taxable Property to pay the Special Tax A for the remaining life of CEFD No. 2012-1.

“Special Tax Requirement for Facilities” means that amount required in any Fiscal
Year to: (i) pay Debt Service on all Outstanding Bonds; (ii) pay periodic costs on the
Outstanding Bonds, including but not limited to, credit enhancement and rebate
payments on the Outstanding Bonds; (iii) pay Administrative Expenses; (iv) pay any
amounts required to establish or replenish any reserve funds for all Outstanding
Bonds; (v) the costs associated with the release of funds from an escrow account
established in association with the Bonds; (vi) accumulate funds to pay directly for
acquisition or construction of facilities provided that the inclusion of such amount
does not cause an increase in the Special Tax to be levied on Undeveloped Property,
and (vii) pay for reasonably anticipated delinquent Special Taxes based on the
delinquency rate for Special Taxes levied in the previous Fiscal Year; less (viii) a
credit for funds available to reduce the annual Special Tax levy, as determined by the
CFD Administrator pursuant to the Indenture.

“Special Tax Requirement for Services” means that amount required in any Fiscal
Year to: (i) pay the costs of Services incurred or otherwise payable in the Calendar
Year commencing in such Fiscal Year; (ii) fund an operating reserve for the costs of
Services as determined by the CFD Administrator; less a credit for funds available to
reduce the annual Special Tax B levy as determined by the CFD Administrator. If the
operating reserve is funded at 100% of the cost of Services payable in the Calendar
Year commencing in such Fiscal Year, Special Tax B shall only be levied on
Undeveloped Property or Provisional Undeveloped Property for the purposes paying
the costs of Services.

“State” means the State of California.

“Taxable Property” means all of the Assessor's Parcels within the boundaries of
CFD No. 2012-1, which are not exempt from the levy of the Special Tax pursuant to
law or Section 9 below.

“Trustee” means the trustee or fiscal agent under the Indenture.

“Undeveloped Property” means, for each Fiscal Year, all Taxable Property within
the boundaries of IA No. 2 not classified as Developed Property or Provisional
Undeveloped Property.

2. LAND USE CLASSIFICATION

Each Fiscal Year, beginning with Fiscal Year 2012/2013, each Assessor’s Parcel
within the boundaries of IA No. 2 shall be classified as Taxable Property or Exempt
Property. In addition, all Taxable Property within IA No. 2 shall be classified as
Developed Property, Undeveloped Property or Provisional Undeveloped Property,
and all such Taxable Property shall be subject to the levy of Special Taxes in
accordance with this Rate and Method of Apportionment determined pursuant to
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Sections 3 and 4 below. Furthermore, each Assessor’s Parcels of Developed Property
which is a Residential Unit shall be classified to its applicable Land Use Class based
on its Building Square Footage.

3. MAXIMUM SPECIAL TAX RATES

A. Special Tax A (Facilities)
L. Developed Property

The Maximum Special Tax A applicable to an Assessor’s Parcel
classified as Developed Property for Fiscal Year 2012/2013 shall be
the greater of (i) the Assigned Special Tax A or determined pursuant
to Table 1 below or (ii) the amount derived by application of the
Backup Special Tax A.

Table 1
Assigned Special Tax A Rates
Fiscal Year 2012/2013

Land Use Assigned
Class Building Square Footage Special Tax A
1 900 or less Sq. Ft. $885 per Residential Unit
2 901 to 1,200 Sq. Ft. $1,239 per Residential Unit
3 1,201 to 1,500 Sq. Ft. $1,593 per Residential Unit
4 1,501 to 1,800 Sq. Ft. $1,947 per Residential Unit
5 1,801 to 2,100 Sq. Ft. $2.,301 per Residential Unit
) 2,101 to 2,400 Sq. Ft. $2,655 per Residential Unit
7 2,401 to 2,700 Sq. Ft. $3,009 per Residential Unit
8 2,701 to 3,000 Sq. Ft. $3,363 per Residential Unit
9 3,001 to 3,300 Sq. Ft. $3.717 per Residential Unit
10 3,301 to 3,600 Sq. Ft. $4.071 per Residential Unit
11 3,601 to 3,900 Sq. Ft. $4,425 per Residential Unit
12 3,901 to 4,200 Sq. Ft. $4,779 per Residential Unit
13 4,201 to 4,500 Sq. Ft. $5,133 per Residential Unit
14 4,501 to 4,800 Sq. Ft. $5,487 per Residential Unit
5 Greater than 4,800 Sq. Ft $5.841 per Residential Unit
City of Calimesa a CFD No. 2012-1(Singleton Heights)
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Each July 1, commencing July 1, 2013, the Maximum Special Tax A
for Developed Property shall be increased by two percent (2.0%) of
the amount in effect in the prior Fiscal Year.

. Backup Special Tax A

The Backup Special Tax A applicable to an Assessor’s Parcel
classified as Developed Property for Fiscal Year 2012/2013 shall be
$3,544 per Lot.

Each July 1, commencing July 1, 2013, the Back-up Special Tax A
for Developed Property shall be increased by two percent (2.0%) of
the amount in effect in the prior Fiscal Year.

iii. Provisional Undeveloped Property and Undeveloped Property

The Maximum Special Tax A for Provisional Undeveloped Property
and Undeveloped Property for Fiscal Year 2012/2013 shall be $16,085
per Acre.

Each July 1, commencing July 1, 2013, the Maximum Special Tax A
for Provisional Undeveloped Property and Undeveloped Property shall
be increased by two percent (2.0%) of the amount in effect in the prior
Fiscal Year.

B. Special Tax B (Services)
i. Developed Property

The Maximum Special Tax B for Developed Property for Fiscal Year
2012/2013 shall be $694 per Residential Unit.

ii. Undeveloped Property and Provisional Undeveloped Property

The Maximum Special Tax B for Undeveloped Property and
Provisional Undeveloped Property for Fiscal Year 2012/2013 shall be
$3,150 per Acre.

Each July 1 commencing July 1, 2013, the Maximum Special Tax B
shall be increased by the greater of (i) the most recent annual
percentage change in the Consumer Price Index or (ii) two-percent
(2%} of the amount in effect in the prior Fiscal Year.
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4. METHOD OF APPORTIONMENT
A.  Special Tax A (Facilities)

For each Fiscal Year, commencing Fiscal Year 2012/2013, the CFD
Administrator shall calculate the Special Tax Requirement for Facilities and
levy Special Tax A on all Taxable Property in accordance with the following
steps:

Step 1: The Special Tax A shall be levied Proportionately on each
Assessor’s Parcel of Developed Property up to 100% of the applicable
Assigned Special Tax A as necessary to satisfy the Special Tax
Requireinent for Facilities;

Step 2: If additional monies are needed to satisfy the Special Tax
Requirement for Facilities after Step 1 has been completed, the Special
Tax A shall be levied Proportionately on each Assessor's Parcel of
Undeveloped Property up to 100% of the Maximum Special Tax A;

Step 3: If additional monies are needed to satisfy the Special Tax
Requirement for Facilities after the first two steps have been completed,
then the levy of the Special Tax A on each Assessor's Parcel of Developed
Property whose Maximum Special Tax A is determined through the
application of the Backup Special Tax A shall be increased
Proportionately from the Assigned Special Tax A up to 100% of the
Maximum Special Tax for each such Assessor's Parcel; and

Step 4: If additional monies are needed to satisfy the Special Tax
Requirement for Facilities after the first three steps have been completed,
then the Special Tax A shall be levied Proportionately on each Assessor’s
Parcel of Provisional Undeveloped Property at up to 100% of the
Maximum Special Tax A for Provisional Undeveloped Property.

B. Special Tax B (Services)

For each Fiscal Year, commencing Fiscal Year 2012/2013, the CFD
Administrator shall calculate the Special Tax Requirement for Services and
levy Special Tax B on all Taxable Property in accordance with the following
steps:

Step 1: The Special Tax B shall be levied Proportionately on each
Assessor’s Parcel of Developed Property up to 100% of the applicable
Maximum Special Tax B as necessary to satisfy the Special Tax
Requirement for Services;
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Step 2: If additional monies are needed to satisfy the Special Tax
Requirement for Services after Step 1 has been completed, the Special Tax
B shall be levied Proportionately on each Assessor's Parcel of
Undeveloped Property up to 100% of the Maximum Special Tax B;

Step 3: If additional monies are needed to satisfy the Special Tax
Requirement for Services after the first two steps have been completed,
then the Special Tax B shall be levied in equal percentages on each
Assessor’s Parcel of Provisional Undeveloped Property at up to 100% of
the Maximum Special Tax B for Provisional Undeveloped Property.

Notwithstanding the above, under no circumstances will the Special Tax levied
against any Assessor’s Parcel of Developed Property for which an occupancy
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 IA No. 2, except for those Assessor’s Parcels of
Developed Property whose owners are also delinquent or in default on their
Special Tax payments for one or more other properties within IA No. 2.

5. COLLECTON OF ANNUAL SPECIAL TAXES

Collection of the Annual Special Tax shall be by the County in the same manner as
ordinary ad valorem property taxes are collected and the Annual Special Tax shall be
subject to the same penalties and the same lien priority in the case of delinquency as
ad valorem taxes; provided, however, that the City Council may provide for (i) other
means of collecting the Annual Special Tax, including direct billings thereof to the
property owners; and (ii) judicial foreclosure of delinquent Special Taxes to meet the
financial obligations of TA No. 2.

6. PREPAYMENT OF SPECIAL TAX A OBLIGATION

Property owners may prepay and permanently satisfy the Special Tax A Obligation
by a cash settlement with the City as permitted under Government Code Section
53344, Prepayment is permitted only under the following conditions:

The following definitions apply to this Section 6:

“IA No. 2 Public Facilities Costs” means 37,865,000 in 2012 dollars, which
shall increase by the Construction Inflation Index on July 1, 2013, and on each
July 1 thereafter, or such lower number as (i) shall be deterimined by the CFD
Administrator as sufficient to acquire or construct the facilities to be financed
under the authorized Mello-Roos financing program for [A No. 2, or (ii) shall be
determined by the City Council concurrently with a covenant that it will not issue
any more [A No. 2 Bonds (except refunding bonds) to be supported by Special
Taxes.
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“Construction Fund” means the fund (regardless of its name) established
pursuant to the Indenture to hold funds, which are currently available for
expenditure to acquire or construct the facilities or pay fees.

“Construction Inflation Index” means the annual percentage change in the
Engineering News-Record Building Cost Index for the City of Los Angeles,
measured as of the Calendar Year, which ends in the previous Fiscal Year. In the
event this index ceases to be published, the Construction Inflation Index shall be
another index as determined by the CFD Administrator that is reasonably
comparable to the Engineering News-Record Building Cost Index for the City of
Los Angeles.

“Future Facilities Costs” ineans the 1A No. 2 Public Facilites Costs minus (i)
costs previously paid from the Construction Fund to acquire or construct the
facilities, (ii) monies currently on deposit in the Construction Fund, and (iii)
monies currently on deposit in an escrow or other earmarked fund that are
expected to be available to finance TA No. 2 Public Facilites Costs.

“Outstanding Bonds” means all Previously Issued Bonds, which remain
outstanding as of the first interest and/or principal payment date following the
current Fiscal Year excluding Bonds to be redeemed at a later date with proceeds
of prior prepayments of Maximum Special Taxes.

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

A. Prepayment in Full

The Special Tax A Obligation applicable to an Assessor’s Parcel may be prepaid
and the obligation of the Assessor’s Parcel to pay any Special Tax permanently
satisfied as described herein, provided that a prepayment may be made with
respect to a particular Assessor’s Parcel 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 A Obligation shall
provide the CFD Administrator with written notice of intent to prepay and the
company or agency that will be acting as the escrow agent, if any. The CFD
Administrator shall provide the owner with a statement of the Prepayment
Amount (as defined below) for such Assessor’s Parcel within thirty (30) days of
the request and may charge a reasonable fee for providing this service.
Prepayment must be made more than sixty (60) days prior to any redemption date
for the CFD No. 2012-1 Bonds to be redeemed with the proceeds of such prepaid
Special Taxes, unless a shorter period is acceptable to the Trustee and the City.

The Prepayment Amount (defined below) shall be calculated as summarized
below (capitalized terms as detined below):
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Bond Redemption Amount

plus Redemption Premiun
plus Future Facilities Prepayment Amount
plus Defeasance Amount
plus Prepayment Administrative Fees and Expenses
less Reserve Fund Credit
less Capitalized Interest Credit
Total: equals Prepayment Amount

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

Paragraph No.:

L Confirm that no Special Tax delinquencies apply to such Assessor’s
Parcel.
2, For an Assessor’s Parcel of Developed Property, determine the Maximum

Special Tax A. For an Assessor’s Parcel of Undeveloped Property for
which a Building Permit has been issued, compute the Maximum Special
Tax A for that Assessor’s Parcel as though it was already designated as
Developed Property, based upon the Building Permit which has already
been issued for that Assessor’s Parcel.

3, (a) Divide the Maximum Special Tax A computed pursuant to paragraph 2
by the total estimated Maximum Special Tax A for [A No. 2 based on the
Developed Property Special Tax A which could be levied in the current
Fiscal Year on all expected development through build-out of IA No. 2 as
determined by the CFD Administrator, excluding any Assessor’s Parcels
for which the Special Tax A Obligation has been prepaid.

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

5. Multiply the Bond Redemption Amount computed pursuant to paragraph 4
by the applicable redemption premium (expressed as a percentage), if any,
on the Outstanding Bonds to be redeemed at the first available call date
(the “Redemption Premium™).

6. Compute the current Future Facilities Costs.

7. Multiply the quotient computed pursuant to paragraph 3 by the amount
determined pursuant to paragraph 6 to compute the amount of Future
Facilities Costs to be prepaid (the “Future Facilities Prepayment
Amount™).
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8. Compute the amount needed to pay interest on the Bond Redemption
Amount from the first bond interest and/or principal payment date
following the current Fiscal Year until the earliest redemption date for the
Outstanding Bonds,

9 Compute the amount the CFD Administrator reasonably expects to derive
from the reinvestment of the Prepayment Amount less the Future Facilities
Amount and the Prepayment Administrative Fees and Expenses from the
date of prepayment until the redemption date for the Outstanding Bonds to
be redeemed with the prepayment.

10.  Take the amount computed pursuant to paragraph 8 and subtract the
amount computed pursuant to paragraph 9 (the “Defeasance Amount™).

11.  Verfy the administrative fees and expenses of 1A No. 2, including the
costs of computation of the prepayment, the costs to invest the prepayment
proceeds, the costs of redeeming Bonds, and the costs of recording any
notices to evidence the prepayment and the redemption (the “Prepayment
Administrative Fees and Expenses™).

12. If reserve funds for the Outstanding Bonds, if any, are at or above 100% of
the reserve requirement (as defined in the Indenture) on the prepayment
date, 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”). No Reserve Fund
Credit shall be granted if reserve funds are below 100% of the reserve
requirement.

13.  If any capitalized interest for the Outstanding Bonds will not have been
expended at the time of the first interest and/or principal payment
following the current Fiscal Year, a capitalized interest credit shall be
calculated by multiplying the larger quotient computed pursuant to
paragraph 3 by the expected balance in the capitalized interest fund after
such first interest and/or principal payment (the “Capitalized Interest
Credit™).

14, The Special Tax A Obligation is equal to the sum of the amounts
computed pursuant to paragraphs 4, 5, 7. 10, and 11, less the amounts
computed pursuant to paragraphs 12 and 13 (the “Prepayment Amount™).

I5.  From the Prepayment Amount, the sum of the amounts computed pursuant
to paragraphs 4, 5, and 10, less the amounts computed pursuant to
paragraphs 12, and 13 shall be deposited into the appropriate fund as
established under the Indenture and be used to retire Outstanding Bonds or
make Debt Service payments. The amount computed pursuant to
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paragraph 7 shall be deposited into the Construction Fund. The amount
computed pursuant to paragraph 11 shall be retained by 1A No. 2.

The Prepayment Amount may be sufficient to redeem an amount other
than a §5,000 increment of Bonds. In such cases, the increment above
$5,000 or integral multiple thereof will be retained in the appropriate fund
established under the Indenture to redeem Bonds to be used with the next
prepayment of Bonds.

The CFD Administrator will confirm that all previously levied Special
Taxes have been paid in full. With respect to any Assessor's Parcel that is
prepaid in full, once the CFD Administrator has confirmed that all
previously levied Special Taxes have been paid, the City Council shall
cause a suitable notice to be recorded in compliance with the Act, to
indicate the prepayment of Special Taxes and the release of the Special
Tax lien on such Assessor’s Parcel, and the Special Tax A Obligation of
such Assessor's Parcel to pay the Special Tax shall cease.

Notwithstanding the foregoing, no Special Tax prepayment shall be allowed
unless the amount of Maxiinum Special Taxes A less Administrative Expenses for
each Fiscal Year that may be levied on Taxable Property, respectively, after the
proposed prepayment is at least 1.1 times the annual Debt Service on all
Outstanding Bonds.

B. Partial Prepayment

The Special Tax A on an Assessor’s Parcel of Developed Property or
Undeveloped Property for which a Building Permit has been issued may be
partially prepaid. The amount of the prepayment shall be calculated as in Section
6.A.; except that a partial prepayment shall be calculated according to the
following formula:

PP=Pex F.
These terms have the following meaning:

PP = the Partial Prepayment

Py = the Prepayment Amount calculated according to Section 6.A.

F=  the percentage by which the owner of the Assessor’s Parcel(s) is
partially prepaying the Special Tax.

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

With respect to any Assessor’s Parcel that is partially prepaid, the City shall (i)
distribute the funds remitted to it according to Section 6.A., and (ii) indicate in the
records of [A No. 2 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
1o the outstanding percentage (1.00 - F) of the remaining Maximum Special Tax
A, shall continue to be levied on such Assessor’s Parcel pursuant to Section 3.

Notwithstanding the foregoing, no partial prepayment shall be allowed unless the
amount of Maximum Special Taxes A less Administrative Expenses for each
Fiscal Year that may be levied on Taxable Property, respectively, after the
proposed partial prepayment is at least 1.1 times the annual Debt Service on all
Outstanding Bonds.

7. MANDATORY MAXIMUM SPECIAL TAX REDUCTION

Prior to the issuance of Bonds, the Property Tax Burden shall be calculated by the
CFD Administrator pursuant to the Land Secured Financing Policy adopted pursuant
to City Council Resolution in effect at the time of formation of the District (the 2012
Goals and Policies™) on Developed Property based on an average value for each Land
Use Class for which Residential Units have been constructed. The values may be
calculated by the CFD Administrator, an appraiser or other means as determined by
the City. The Maximum Special Tax A on Developed Property set forth in Section
3.A of this Rate and Method of Apportionment shall be reduced Proportionately for
each Land Use Class if it is reasonably determined by the CFD Administrator that the
Property Tax Burden exceeds the maximum level allowed in the Goals and Policies.

If the Mandatory Maximum Special Tax Reduction is implemented, then the City
Council shall cause a suitable notice to be recorded in compliance with the Act, to
indicate the lower Maximum Special Tax A rates.

8. TERM OF SPECIAL TAX

Special Tax A shall be levied for a period of thirty-five (35) years after the last series
of bonds has been issued, but shall not be levied for a period to exceed fifty (50)
Fiscal Years commencing with Fiscal Year 2012/2013.

Special Tax B shall be levied as long as necessary to meet the Special Tax
Requirement for Services.
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9. EXEMPTIONS

The CFD Administrator shall classify as Exempt Property (i) Assessor’s Parcels
owned by the State of California, Federal or other local governments, (ii) Assessor’s
Parcels which are used as places of worship and are exempt from ad valorem property
taxes because they are owned by a religious organization (iii) Assessor’s Parcels
developed or planned to be developed exclusively for any type of non-residential use,
(iv) Assessor’s Parcels with public utility easement by the restriction, as determined
reasonably by the CFD Administrator, provided that no such classification would
reduce the sum of all Taxable Property in TA No. 2 to less than 32.39 acres.
Assessor’s Parcels which cannot be classified as Exempt Property because such
classification would reduce the sum of all Taxable Property in 1A No. 2 to less than
32.39 acres shall be classified as Provisional Undeveloped Property, and will
continue to be subject to the Special Tax A accordingly. Tax exempt status for this
purpose of this paragraph will be assigned by the CFD Administrator in the
chronological order in which property becomes eligible for classification as Exempt
Property.

If the use of an Assessor’s Parcel of Exempt Property changes so that such Assessor’s
Parcel is no longer classified as one of the uses set forth in the first paragraph of this
Section 9 above that would make such Assessor’s Parcel eligible to be classified as
Exempt Property, such Assessor’s Parcel shall cease to be classified as Exempt
Property and shall be deemed to be Taxable Property.

10. APPEALS

Any landowner who pays the Annual Special Tax and claims the amount of the
Annual Special Tax levied on his or her Assessor’s Parcel is in error shall first consult
with the CFD Administrator regarding such error not later than twelve (12) months
after first having paid the first installment of the Annual Special Tax that is disputed.
If following such consultation, the CFD Administrator determines that an error has
occurred, the CFD Administrator may recommend changing the amount of the
Annual Special Tax levied on such Assessor’s Parcel. If following such consultation
and action, if any by the CFD Administrator, the landowner believes such error still
exists, such person may file a written notice with the City Manager, or designee of the
City, appealing the amount of the Annual Special Tax levied on such Assessor’s
Parcel. Upon the receipt of such notice, the City Manager or designee may establish
such procedures as deemed necessary to undertake the review of any such appeal. The
City Manager or designee thereof shall interpret this Rate and Method of
Apportionment and make determinations relative to the administration of the Annual
Special Tax and any landowner appeals. The decision of the City Manager or
designee shall be final and binding as to all persons.
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Attachment 5B

RESOLUTION NO. 2012-09

RESOLUTION OF INTENTION OF THE CITY COUNCIL OF THE CITY
OF CALIMESA TO INCUR BONDED INDEBTEDNESS IN THE AMOUNT
NOT TO EXCEED $6,000,000 AND $10,000,000 WITHIN
IMPROVEMENT AREA NO. 1 AND IMPROVEMENT AREA NO. 2,
RESPECTIVELY, OF THE PROPOSED CITY OF CALIMESA
COMMUNITY FACILITIES DISTRICT NO. 2012-1 (SINGLETON
HEIGHTS)

WHEREAS, the City Council (the “Council”) of the City of Calimesa (the “City”)
has heretofore adopted Resolution No. 2012-08, stating the Council’s intention to form
Community Facilities District No. 2012-1 (Singleton Heights) (the “CFD”), pursuant to
the Mello-Roos Community Facilities Act of 1982, as amended, commencing with
Section 53311 of the California Government Code (the “Act"), to finance the purchase,
construction, expansion or rehabilitation of certain real and other tangible property with
an estimated useful life of five years or longer, including public infrastructure facilities
and other governmental facilities, which are necessary to meet increased demands
placed upon the City as a result of development or rehabilitation occurring within the
proposed CFD (the “Facilities”); and

WHEREAS, the Council has heretofore adopted Resolution No. 2012-08
designating portions of the CFD as Improvement Area No. 1 and Improvement Area No.
2 (each an “Improvement Area” and collectively, the “Improvement Areas”); and

WHEREAS, in order to finance the Facilities it is necessary to incur bonded
indebtedness on behalf of the CFD in the amounts not to exceed $6,000,000 and
$10,000,000 for Improvement Area No. 1 and Improvement Area No. 2, respectively,
the repayment of which is to be secured by special taxes levied in accordance with
Section 53340 et seq. of the Act on all property within the respective Improvement
Areas, other than those properties exempted from taxation as provided in the respective
rate and method of apportionment attached as Exhibit B to Resolution No. 2012-08:

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF CALMESA DOES
HEREBY RESOLVE AS FOLLOWS:

Section 1. The above recitals are true and correct.

Section 2. It is necessary to incur bonded indebtedness within each
Improvement Area No. 1 and Improvement Area No. 2 of the CFD in the amounts
not to exceed $6,000,000 and $10,000,000, respectively, to finance the costs of the
Facilities for each Improvement Area.

Section 3. The bonded indebtedness will be incurred for the purpose of

financing the costs of designing, constructing and acquiring the Facilities, the
acquisition of necessary equipment and property therefor and fulfilling contractual
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commitments and carrying out the powers and purposes of the CFD, including, but
not limited to, the financing of the costs associated with the issuance of the bonds
and all other costs necessary to finance the Facilities which are permitted to be
financed pursuant to the Act.

Section 4. Each Improvement Area shall pay for its bonded
indebtedness.
Section §. It is the intent of the Council, acting as the legislative body of

the CFD, to authorize the sale of bonds in one or more series, in the maximum
aggregate principal amount not to exceed $6,000,000 and $10,000,000 for
Improvement Area No. 1 and Improvement Area No. 2, respectively, bearing interest
payable semi-annually or in such other manner as the Council shall determine at a
maximum interest rate of 12 percent per annum or such rate not in excess of the
maximum rate permitted by law at the time the bonds are issued. The term of the
bonds of each series shall be determined pursuant to a resolution of the Council
authorizing the issuance of the bonds of such series, but such term shall in no event
exceed 40 years or such longer term as is then permitted by law.

Section 6. A public hearing (the “Hearing") on the proposed debt issue
shall be held on April 16, 2012 at 6:00 o'clock p.m., or as soon thereafter as
practicable, at the chambers of the City Council of the City of Calimesa, 908 Park
Avenue, Calimesa, California 92320.

Section 7. At the Hearing at the time and place set forth above, any
interested persons, including all persons owning land or registered to vote within the
proposed CFD, may appear and be heard at the Hearing.

Section 8. The proposition to incur bonded indebtedness in the
maximum aggregate principal amount not to exceed $6,000,000 and $10,000,000
for Improvement Area No. 1 and Improvement Area No. 2, respectively, shall be
submitted to the qualified electors of the respective Improvement Area. A special
community facilities district election shall be conducted on April 16, 2012. The
special election shall be conducted by hand delivered or mailed ballot election with
return postage prepaid. The ballots shall be returned to the office of the election
officer no later than 11:00 o'clock p.m. on April 16, 2012.

Section 9. The City Clerk is hereby directed to publish a notice
("Notice”) of the Hearing pursuant to Section 6061 of the Government Code in a
newspaper of general circulation published in the area of the proposed CFD. Such
Notice shall contain information set forth in Section 53346 of the Act.
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PASSED, APPROVED AND ADOPTED this 5" day of March, 2012,

ELLA ZANOWIC, MAYOR

ATTEST:

DARLENE GERDES, CITY CLERK

APPROVED AS TO FORM:

KEVIN ENNIS, CITY ATTORNEY

L2
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@ Yucaipa Valley Water District Workshop Memorandum 12-097
W
Date: May 8, 2012

Subject: Amendment No. 1 to Development Agreement for Tract No. 26811
(Singleton Heights)

On September 6, 2006, the Board of Directors approved a development agreement for Tract
No. 26811 (Calimesa Springs). The development agreement is scheduled to expire in
September 2012 and the District staff is in the process of reviewing the agreement with the
developer to extend the agreement for another term.

The purpose of this agenda item is to discuss the current status of the development and prepare
Amendment No. 1 for Singleton Heights (instead of Calimesa Springs) for consideration at a
future board meeting.
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AGREEMENT TO PROVIDE WATER, SEWER AND RECYCLED WATER
FACILITIES AND SERVICE TO THE PRIVATE DEVELOPMENT OF
' PARENT TRACT NUMBER 26811

This Agreement is made and effective this 6™ day of September 2006, by and between the
Yucaipa Valley Water District, a public agency ("DISTRICT") and Calimesa Springs, LLC, a
California Limited Liability Corporation ("DEVELOPER"). Each is sometimes referred to herein
as a "Party” and jointly as the "Parties".

Contact information for the parties is as follows:

DISTRICT: DEVELOPER:
Yucaipa Valley Water District Calimesa Springs, LLC
Post Office Box 730 400 N. Tustin Avenue, Suite 290
Yucaipa, California 92399-0730 Santa Ana, California 92705-3829
Attn: Joseph B. Zoba, General Manager . Attention: Bob Liewer
Telephone: (909) 797-5119 Telephone: (714) 565-0100 x132
Facsimile (909) 797-6381 ' Facsimile (714) 565-0700
PROJECT OVERVIEW

Calimesa Springs, LLC (City of Calimesa Tract No. 26811) is a 268-lot single family residence
- -subdivision located on approximately 127 acres in the area west of Bryant Street south of the
Calimesa Country Club. The project will receive water service from District pressure zones 12

e CR

§(oassnod; i

The Yucaipa Valley Water District has been involved in the review process for this project and
has established development related project files under the parent Tract No. 26811 contained
within the following project files: 2003148 — Potable Water; and 2003149 — Wastewater.
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RECITALS

WHEREAS, DEVELOPER desires to develop its property situated within the service area of the
DISTRICT, and

WHEREAS, DEVELOPER . proposes to develop the DEVELOPER's Property in the manner
generally proposed and in accordance with approved maps by the City of Calimesa and
construction drawings reviewed by the Yucaipa Valley Water District at this time; and

WHEREAS, DEVELOPER desires to obtain potable water and recycled water (as used herein,
"water" includes recycled water where applicable) and sewer service from the DISTRICT for its
development in accordance with the DISTRICT's Rules, Regulations and Policies; and

WHEREAS, it is the purpose of this Agreement to set forth the terms and conditions by which
the DISTRICT will provide water and sewer service to the DEVELOPER's Property.

WHEREAS, the DISTRICT, the DEVELOPER , and the City of Calimesa (“City”) have entered
into a Joint Community Facilities Agreement pursuant to the Mello-Roos Act of 1982, as
amended being Chapter 2.5 of Part | of Division 2 of Title 5 of the Government Code of the
State of California (the “Act”).

AGREEMENT
NOW, THEREFORE, in consideration of the mutual promises and covenants contained herein,

the DEVELOPER and the DISTRICT agree as follows:

PART A: THE FACILITIES

1. General Description.

a. The DEVELOPER proposes to develop its Property as provided on the approved
development construction drawings approved by the District which includes potable
water, sewer, and recycled water facilities necessary to serve the development.

- b. Ownership; Operation and Maintenance: Once constructed and accepted by the
DISTRICT, title to the facilities (and associated right-of-way) shall be conveyed by the
DEVELOPER to the DISTRICT, and the DISTRICT shall operate. and maintain the
facilities and shall provide water, recycled water, and sewer service to the
DEVELOPER's Property in accordance with the DISTRICT's rules and regulations and
the provisions of this Agreement. '

PART B: DESIGN AND CONSTRUCTION

2. Licensed Professionals. All work, labor and services performed and provided in
connection with (for example) the preparation of real property and right-of-way surveys and
descriptions, the preparation of construction specifications, plans and drawings, and the
construction of all facilities, shall be performed by, or under the direction of, professionals
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appropriately licensed by the State of California and in good standing. In the event the
DISTRICT reasonably determines, in its sole discretion, that additional licensed professionals
are required in order to satisfy the obligations of the DEVELOPER hereunder, the DEVELOPER
shall promptly retain such professionals at its sole cost and expense.

3. Plan Acceptance; Facility Acceptance.

a. The DISTRICT shall promptly review and respond to all plans and specifications

" ("Plans”) related to the construction of the facilities. Upon its final review and approval of
the plans, the DISTRICT shall sign the construction drawings ("Plan Acceptance")
indicating such approval. Plans are subject to an annual review by the District and
modifications may be made by the DISTRICT to conform to revised and/or improved
construction standards.

b. The DEVELOPER shall not permit, or suffer to permit, the construction of any
Facility without having first obtained Plan Acceptance. In the event the DEVELOPER
fails or refuses to abtain the DISTRICT's Plan Acceptance, the DISTRICT may refuse, in
its sole discretion and without liability to the DEVELOPER, to issue its Facility
Acceptance (as that term is defined below) as to such Facility when completed.

C. The DEVELOPER shall not deviate from ahy approved plans and/or
specifications without the DISTRICT's prior written approval.

d. All construction work shall be inspected on a timely basis by DISTRICT
personnel and/or by DISTRICT's consultants at the sole cost of the DEVELOPER. The
DEVELOPER acknowledges that the inspector(s) shall have the authority to require that
any and all unacceptable materials, workmanship, construction and/or installation not in
conformance with either (i) the Plans subject to a Plan Acceptance (as modified by any
later Plan Acceptances), or (ii) standard practices, qualities and standards in the
industry, as reasonably determined by the DISTRICT, shall be replaced, repaired or
corrected at DEVELOPER's sole cost and expense.

e. In the event the DEVELOPER's contractor proposes to work overtime and
beyond normal business hours, the DEVELOPER shall obtain the DISTRICT's approval
at least 24 hours in advance so that inspection services may be appropriately scheduled.
The DEVELOPER shall be solely responsible for paying all costs and expenses
associated with such inspection services. '

f. The DISTRICT shall promptly upon request of DEVELOPER, cause the final
inspection of a Facility which DEVELOPER indicates is completed. If the DISTRICT
finds such Facilities to have been completed and are operational in conformance with
the Plans for which a Plan Acceptance has been issued, then DISTRICT shall promptly
issue to DEVELOPER its letter (“Facility Acceptance”) indicating satisfactory completion
of the Facility and DISTRICT's acceptance thereof. Neither inspection nor issuance of
the Facility Acceptance shall constitute a waiver by DISTRICT of any claims it might
have against DEVELOPER for any defects in the work performed, the materials
provided, or the Facility constructed, to the extent such represents a deviation from the
Plans approved by the DISTRICT pursuant to the Plan Acceptance.
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4. - Praoject Coordination and Designation of DEVELOPER's Representative.

a, The DEVELOPER shall be solely responsible for coordinating the provision of all
work, labor, material and services associated with the planning, design and construction
of the water and sewer Facilities required for the DEVELOPER's project. The
DEVELOPER shall be solely responsible for compliance with all applicable federal, state
and local safety rules and regulations, and shall conduct periodic safety conferences as
required by law and common sense.

b. Prior to proceeding with any Facility construction, the DEVELOPER shall
schedule and conduct a preconstruction conference with the DISTRICT's General
Manager and the DISTRICT Engineer and/or their designees or agents. In the event the
DEVELOPER fails or refuses to conduct any such conference, the DISTRICT may
refuse, in its sole discretion, to accept the Facilities constructed by the DEVELOPER.

C. The DISTRICT and the DEVEL.OPER hereby designate the individual identified
on page 1 of this Agreement as the person who shall have the authority to represent the
DISTRICT and DEVELOPER in matters concerning this Agreement. In order to ensure
maximum continuity and coordination, the DISTRICT and DEVELOPER agree not to
arbitrarily remove or replace the authorized representative, but in the event of a
substitution, the substituting Party shall promptly advise the other Party of such
substitution, in writing. \

5. DISTRICT's Right to Complete Facilities. The DISTRICT is hereby granted the
unqualified right to complete, at DEVELOPER's sole cost and expense, all or any portion of the
water and sewer Facilities constructed hereunder in the event the work is abandoned or the
incomplete facilities constitute a threat to the public's health, safety or welfare at the sole
discretion of the DISTRICT.

6. Construction_of Connections fo DISTRICT Facilities. Unless otherwise agreed to in
writing by the DISTRICT, the DISTRICT shall furnish all labor, materials and equipment
necessary to construct and install connections between the DEVELOPER's Facilities and the
DISTRICT's water, recycled water, and sewer systems. All costs and expenses associated
therewith shall be paid by the DEVELOPER, and the DEVELOPER shall pay all invoices
therefor within 30 days of mailing of such invoices from the DISTRICT.

7. Compliance With Law and DISTRICT Regulations. The DEVELOPER hereby agrees
that all Facilities shall be planned, designed and constructed in accordance with all applicable
laws, rules, regulations and policies in effect at the time of construction. The DEVELOPER
shall strictly comply with all applicable law, rules and regulations, concerning the provision of
services, materials and the payment of wages. The DEVELOPER shall keep fully informed of

- and obey all laws, rules and regulations, and shall hold harmless and indemnify the DISTRICT
from and against any liability arising from DEVELOPER's violation of any such law, rule or
regulation.

8. DEVELOPER's Warranties. The DEVELOPER shall unconditionally guaranty, for a
period of one year following the DISTRICT's Facility Acceptance thereof, any and all materials
and workmanship, at the DEVELOPER's sole cost and expense. The provision of temporary
water service through any of the DEVELOPER's Facilities, prior to DISTRICT's acceptance of
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same, shall not nullify nor diminish the DEVELOPER's warranty obligation, nor shall the
DEVELOPER's warranty obligation be voided if the DISTRICT determines, in its sole discretion,
to make any emergency repairs necessary to protect the public's health, safety or welfare or to
ensure continuity of water or sewer service. The DISTRICT shall notify DEVELOPER of such
emergency repairs. \

Q. Testing and Disinfection. Upon approval by the DISTRICT, the DEVELOPER, at its sole
cost and expense, shall undertake and satisfactorily complete a testing program for all Facilities
prior to acceptance by the DISTRICT, and to disinfect all water Facilities in accordance with the
DISTRICT's procedures and other applicable laws, rules and regulations.

1

10. Bond Requirements. The DEVELOPER shall provide to the DISTRICT in a form

satisfactory to the DISTRICT, the following bonds .
a. A Performance and Warranty Bond, A performance bond issued by a cérporale
surety or sureties licensed and permitted to do business by and within the State of
California in an amount not less than one hundred percent (100%) of any and all
construction work to be conducted or performed under this Agreement. A warranty bond
issued by a corporate surety or sureties licensed and permitted to do business by and
within the State of California in an amount not less than one hundred percent (100%) of
the total cost of any and all construction performed hereunder, insuring against any and
all defects in the Facilities constructed hereunder, for a period of not less than one fuII
year after the date of acceptance thereof by the DISTRICT.

b. A Labor and Materials Payment Bond issued by a corporate surety or sureties
licensed and permitted to do business by and within the State of California in an amount
not less than one hundred percent (100%) of the total cost of any and all construction
performed hereunder per California Civil Code Sections 3247 and 3248(a).

¢. . Miscellaneous Bond Requirements. All bonds required by this Section 10 shall be
provided to the DISTRICT within sixty (60) days of the date that this Agreement was
approved by the DISTRICT's Board of Directors. All bonds required by this section are
subject to the approval as to form and content by the General Manager and DISTRICT's
Legal Counsel. All bonds required by this section shall be provided by a surety that is an
“admitted” surety insurer authorized to transact surety insurance in California, with
assets exceeding its liabilities in the amount equal to or in excess of the amount of the
bonds, and each bond shall not be in excess of ten percent (10%) of the surety insurer’s
assets. The bond shall be duly executed and shall meet all of the requirements of
Section 995.660 of the Code of Civil Procedure,

PART C: TITLE TO FACILITIES; OPERATION

11.  Title to Facilities and Right-of-Way.

a. Provided that the DEVELOPER's Facilities are designed, constructed and are
operational as required hereunder and the DISTRICT proposes to issue its Facility
Acceptance, the DEVELOPER shall, concurrently with the DISTRICT's Facility
Acceptance, convey ownership title to all Facifities (and right-of-way, if applicable) to the
DISTRICT, free and clear of any and all liens and encumbrances except those that are
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expressly agreed to by the DISTRICT. The DISTRICT may require fee title or an
easement, depending upon the location of the Facility through action by the Board of
Directors. Upon conveyance of title, the DISTRICT shall assume the responsibility of
operating and maintaining the Facilities, subject to the DEVELOPER's warranty as
provided herein. The DEVELOPER acknowledges and agrees that the DISTRICT shall
not be obligated to operate and maintain the Facilities and to provide service to and
through them until all applicable conditions hereunder are satisfied (including a Facility
Acceptance provided by the DISTRICT) and good and unencumbered title to the
Facilities has been conveyed and delivered to the DISTRICT in recordable form.

b. A for.m for the Grant of Easement and Rights-of-Way and Bill of Sale of the
Facilities is available from the District upon request.

12.  Risk of Loss. Until such time as acceptance thereof by the DISTRICT, and until good
and marketable title to the easements, rights-of-way and Facilities are conveyed and delivered
to the DISTRICT in recordable form, the DEVELOPER shall be solely and completely
responsible for any and all losses and/or damage of every kind or nature to the easements,
rights-of-way and Facilities.

13. Conditions Precedent to the Provision of Water and Sewer Service. Unless the
DISTRICT otherwise agrees in writing, the DISTRICT shall not be obligated to provide any
water and/or sewer service to the DEVELOPER's project or any part thereof, including model
homes, until after all of the appropriate obligations imposed upon the DEVELOPER have been
fulfilled including, without limitation, conveyance to the DISTRICT of the right-of-way and
Facilities associated with the requested service. Upon acceptance of the right-of-way and
appurtenant Facilities, and upon such other terms and conditions as may be reasonable, the
DISTRICT shall provide the service requested (subject to payment of the usual water and
wastewater service fees and charges) and assume the responsibility for operating and
maintaining the affected Facilities. Service provided by the DISTRICT shall be in accordance
with its rules and regulations and shall be comparable in quality of service to that provided all
similarly situated customers.

PART D: FEES AND CREDITS

14. DEVELOPER's Fees, Charges, Costs and Expenses. The DEVELOPER shall be solely
responsible for the payment to the DISTRICT of all fees, charges, costs and expenses related to
this development.

a. DEVELOPER Trust Account Deposit: The DEVELOPER shall deposit with the
DISTRICT, to be held in a trust account administered by the DISTRICT, the sum of
$25,000 as an initial deposit prior to receiving grading/building permits for the Project
with a minimum deposit of $10,000 at any time. The DEVELOPER acknowledges and
hereby agrees that the DISTRICT is authorized, from time-to-time, to reimburse itself
from the funds on deposit. The DISTRICT shall provide a monthly accounting of how
funds were disbursed. The DEVELOPER further agrees to replenish, within 30 days of a
billing issued therefor by the DISTRICT, the trust fund in order to maintain a minimum
amount as specified by the District. Should any unexpended funds remain in the trust
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account upon termination of this Agreement, then such funds shall be reimbursed to the
DEVELOPER.

b. Current Fees and Charges: In the event of a change in the DISTRICT's schedule

of fees and charges, such change shall automatically be incorporated into this
Agreement as though set forth in full. Unless otherwise agreed to in writing by the
DISTRICT, the DEVELOPER shall pay, when due, the then-current amount of the
applicable fee or charge.

15.
certain facilities for this Project. Any participation or financial contribution to construct the water
and wastewater infrastructure associated with this project is contained in Part G - Special

Conditions of this Agreement.

The DISTRICT may agree to participate in

o W W Ui OGS i

PART E: PERMITS AND DOCUMENTATION

16.  Permits, Licenses and CEQA Documentation. The DEVELOPER shall be solely

- responsible for securing and paying for all permits and licenses necessary to develop its project.
The DEVELOPER shall be solely responsible for complying with the California Environmental
Quality Act under the auspices of the City and/or County within which the Property is situated.
However, upon request, the DEVELOPER shall furnish to the DISTRICT all relevant
environmental documentation and information. The DEVELOPER, at its sole cost and expense,
shall be solely responsible for defending against any and all legal challenges to the
DEVELOPERS entitlements including permits, licenses and CEQA documents.

17. Documents Furnished by the DEVELOPER. The DEVELOPER shall furnish to the

DISTRICT project documentation as required by the District specified below, within the time

periods specified. Each and every document submittal shall consist of a fully executed original
- or certified copy (in recordable form, if applicable) and four copies.

Document(s) Due Date

Certification of Streets to Rough Grade Prior to Construction
Field Engineering Surveys ("Cut Sheets") Prior to Construction
Liability Insurance Certificate(s) Prior to Construction
Performance Bond Prior to Construction
Labor and Materials Bond Prior to Construction
Warranty Bond Prior to Construction
City/County Encroachment Permits and Conditions Prior to Construction
Soil Compaction Tests Prior to Acceptance
Grant of Easements and Rights-of-Way Prior to Acceptance
Bill of Sale Prior to Acceptance
List of Approved Street Addresses and Assessor Parcel Numbers Prior to Setting Meter
Notice of High/Low Water Pressure Prior to Setting Meter
Notice of Water Pumping Facility Prior to Construction
Mechanic's Lien Releases Upon Request of District

NOTE: The DEVELOPER hereby acknowledges and agrees that the foregoing list is not
intended to be exclusive; therefore, the DISTRICT reserves the right to request, from time-to-
time, additional documents or documentation. -
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PART F: INDEMNIFICATION AND INSURANCE

18. Indemnification and Hold Harmless. The DEVELOPER and the DISTRICT agree that
the DISTRICT should, to the extent permitted by law, be fully protected from any loss, injury,
damage, claim, lawsuit, cost, expense, attorneys' fees, litigation costs, defense costs, court
costs or any other costs arising out of or in any way related to the performance by DEVELOPER
of this Agreement. Accordingly, the provisions of this indemnity provision are intended by the
parties to be interpreted and construed to provide the fullest protection possible under the law to
the DISTRICT, except for liability attributable to the DISTRICT's active negligence.
DEVELOPER acknowledges that the DISTRICT would not enter into this Agreement in the

- absence of this commitment from the DEVELOPER to indemnify and protect the DISTRICT as
set forth here. -

Therefore, the DEVELOPER shall defend, indemnify and hold harmless the DISTRICT, its
employees, agents and officials, from any liability, claims, suits, actions, arbitration proceedings,
administrative proceedings, regulatory proceedings, losses, expenses or costs of any kind,
whether actual, alleged or threatened, actual attorneys' fees incurred by the DISTRICT, court
costs, interest, defense costs including expert withess fees and any other costs or expenses of
any kind whatsoever without restriction or limitation incurred in relation to, as a consequence of
or arising out of or in any way attributable actually, allegedly or impliedly, in whole or in part in
the performance by DEVELOPER of this Agreement. All abligations under this provision are to
be paid by the DEVELOPER as incurred by the DISTRICT.

19. Insurance. The DEVELOPER agrees to provide insurance in accordance with the
requirements set forth here throughout the term of this Agreement. If the DEVELOPER uses
existing coverage to comply with these requirements and that coverage does not meet the
requirements set forth herein, the DEVELOPER agrees to amend, supplement or endorse the
existing coverage to do so. The following coverages will be provided by the DEVELOPER and
maintained on behalf of the DISTRICT and in accordance with the requirements set forth herein.

a. . Commercial General Liability Insurance (Primary) shall be provided on ISO-CGL
Form No. CG 00 01 10 93. Policy limits shall be no less than $1,000,000 per occurrence
for all coverages and $2,000,000 general aggregate. The DISTRICT and its officials,
employees and agents shall be added as additional insureds using ISO Form CG 20 10
10 93. Coverage shall apply on a primary non-contributing basis in relation to any other
insurance or self-insurance, primary or excess, available to the DISTRICT or any
employee or agent of the DISTRICT. Coverage shall not be limited to the vicarious
liability or supervisory role of any additional insured. Coverage shall contain no
contractors’ limitation endorsement. There shall be no endorsement or modification
limiting the scope of coverage for liability arising from explosion, collapse, or
underground property damage. '

b. Umbrella Liability Insurance (over Primary) shall apply to bodily injury/property
damage, personal injury/advertising injury, at a minimum, and shall include a "drop
down" provision providing primary coverage above a maximum $25,000 self-insured
retention for liability not covered by primary policies but covered by the umbrella policy.
Coverage shall be following form to any underlying coverage. Coverage shall be
provided on a "pay on behalf" basis, with defense costs payable in addition to policy
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limits. There shall be no cross-liability exclusion and no contractor's limitation
endorsement. Policy limits shall be not less than $2,000,000 per occurrence and in the

- aggregate, above any limits required in the underlying policies. The policy shall have
starting and ending dates concurrent with the underlying coverages.

c. Workers' Compensation/Employer’s Liability shall provide workers' compensation
statutory benefits as required by law. Employer's liability limits shall be no less than
$1,000,000 per accident or disease. Employer's liability coverage shall be scheduled
under any umbrella policy described above. Unless otherwise agreed, this policy shall
be endorsed to waive any right of subrogation as respects the DISTRICT, its employees
or agents.

d. The DEVELOPER and the DISTRICT further agree as follows:

i All insurance coverage provided pursuant to this Agreement shall not
prohibit the DEVELOPER, and the DEVELOPER's employees or agents, from
waiving the right of subrogation prior to a loss. The DEVELOPER waives its right
of subrogation against the DISTRICT.

ii. Unless otherwise approved by the DISTRICT in writing, the
DEVELOPER's insurance shall be written by insurers authorized to do business
in the State of California and with a minimum "Best's" Insurance Guide rating of
"AMII".  Self-insurance will not be considered to comply with these insurance
specifications.

iii. The DEVELOPER agrees to provide evidence of the insurance required
herein, satisfactory to the DISTRICT, consisting of certificate(s) of insurance
evidencing all of the coverages required and an additional insured endorsement
to the DEVELOPER's general liability and umbrella liability policies. Certificate(s)
-are to reflect that the insurer will provide 30 days notice of any cancellation of
coverage. The DEVELOPER agrees to require its insurer to modify such
certificate(s) to delete any exculpatory wording stating that failure of the insurer
to mail written notice of cancellation imposes no obligation, and to delete the
word "endeavor" with regard to any notice provisions. The DEVELOPER agrees
to provide complete certified copies of policies to the DISTRICT within 10 days of
the DISTRICT's request for such copies.

iv. In the event of any loss that is not insured due to the failure of the
DEVELOPER to comply with these requirements, the DEVELOPER agrees to be
responsible for any all losses, claims, suits, damages, defense obligations and
liability of any kind attributed to the DISTRICT, or the DISTRICT's officials,
employees and agents as a result of such failure.

V. The DEVELOPER agrees not to attempt to avoid its defense and
indemnity obligations to the DISTRICT and its employees, agents and officials by
using as defense the DEVELOPER's statutory immunity under workers'
compensation and similar statutes.
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PART G: SPECIAL CONDITIONS

The following conditions, being contained herein, shall be satisfied by the DEVELOPER
in order to receive water, recycled water (if applicable), and sewer service for the Project.

20. Potable Water Facilities in Pressure Zones 12, & 13 — DEVELOPER Responsibility.

a. The DEVELOPER is responsible for the design and construction of the potable
water facilities required for the development., Construction materials and facilities shall
be as required in the District's Standard Drawings and Specifications (e.g. air valves,
blow offs, hydrants, pipe materials, etc.).

1) Relocation of Reservoir R-13. The DEVELOPER has contributed $844,922 towards
the relocation of the existing Reservoir ‘R-13. . This payment together with the
property dedication and site grading fulfills the DEVELOPER’s on-site requirement
for furnishing 1.17 million gallons of replacement water storage associated with the

~ relocation of the Reservoir R-13. '

2) Construction of the Pressure Zone 12 Cross-Town Pipeline. No later than
September 20, 2006, the DEVELOPER shall deposit with the DISTRICT an amount
of $1,292,500.00 for the pipeline construction costs associated with the Pressure
Zone 12 Cross-Town Pipeline plus design costs. The Parties understand that such
deposit is expected to be reimbursed to the DEVELOPER by the City of Calimesa or
its Community Finance District (“City”) when bond funds are disbursed to the City;
however, the Parties agree that the DISTRICT has no reimbursement obligation
whatsoever concerning this deposit. 'If this deposit is received by the DISTRICT on
or before September 20, 2006, the DISTRICT will proceed with the construction of
this pipeline facility. Upon completion and acceptance of this pipeline, the DISTRICT
shall authorize in writing the ability for the DEVELOPER to remove the existing
Reservoir R-13.

3) Connection to Reservoir R-12.4. Reservoir R-13 shall be relocated by the DISTRICT
to the east side of Bryant Street as a 4.0 MG Reservoir R-12.4. The DEVELOPER
shall install approximately 6,100 linear feet of 16" transmission mainlines for
pressure zone 12 from the existing Reservoir R-13 to the site of the new Reservoir
R-12.4. The DISTRICT shall pay for the incremental material cost of oversizing
approximately 3,880 linear feet of this pipeline from Buena Mesa Drive to Singleton
Road at an incremental material cost of $50 per linear foot for a sum not to exceed
$200,000. ;

4) Pressure Zone 13 Source Water Supply. The DEVELOPER shall furnish and install
zone 13 potable piping from 2" Place to the new Reservoir R-12.4. This includes
127 piping in Slack Place, through the goif course to Buena Mesa Drive, and through
the development to Singleton Road.

5) Replacement of Pressure Zone 12 Pipeline. The DEVELOPER shall replace the
existing pressure zone 12 pipeline through the golf course with a 16" pipeline
(material provided by the DISTRICT) from the 3" Street entrance to Buena Mesa
Drive.
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6) Installation of Pressure Zone 13 Piping. The DEVELOPER shall furnish and install a
12” pressure zone 13 non-potable pipeline from the northerly Singleton Road tract
boundary to Country Club Drive and into the development as needed.

21.  Fiber Optic Conduits. The DEVELOPER shall install a pair of electrical conduits in
trenches between all onsite and offsite water, wastewater and recycled water filtration facilities,
reservoirs, lift stations, booster stations, etc. for the installation of fiber optic cabling by the
DISTRICT in the future. The DISTRICT shall provide the specific alignment(s) and
specifications of the fiber optic conduits, which are generally installed in water/wastewater
trenches.

22.  Development Impact Fees and Fee Credits. The DEVELOPER shall be required to pay
the development impact fees in effect at the time building permits are issued except for the
components associated with water storage reservoirs and water pipeline facilities as provided
below. Should the DISTRICT revise the fee schedule to reflect increased costs associated with
these specific fee components, the DEVELOPER shall be required to pay for those cost
components in effect at the time building permits are issued. In the event new cost components
are included in the future, those cost components shall be paid by the DEVELOPER based on
the fee schedule in effect at the time building permits are issued.

- a. Potable Water Development Impact Fees. The current potable water
development impact fee for a 34" water meter is as follows:

Current Component of
Water Development Impact Fee Component . Component Cost Fee Waived?
Source of Supply: Water Filtration Facility $1,052 No
Source of Supply: Well Pumping Plants $127 No
Booster Pumping Plants $231 No
Pipeline Facilities $945 Yes
Water Storage Reservoirs $1,529 Yes
Total Water Development Impact Fee $3,884

Fee credits will apply as follows:

i. Water Storage Reservoirs - Based on the requirement placed on the
DEVELOPER to be responsible for the repiacement costs associated with the
design and construction of Reservoir R-13, the DISTRICT will not collect the
development impact fee component associated with Water Storage Reservoirs.

ii. Water Pipeline Facilities - Based on the requirement placed on the
DEVELOPER to be responsible for their share of costs associated with the
Pressure Zone 12 Cross-Town Pipeline Project and payment of consistent with
paragraph 20.a.2, the DISTRICT will not collect the development impact fee
component associated with Water Pipeline Facilities.

Should the DISTRICT revise the water development impact fee schedule to reflect
increased costs associated with the specific fee components, the DEVELOPER shall
likewise not be required to pay for those cost components credited above.

a. Wastewater Facilities Impact Fees. The current wastewater development impact
fee is $4,218 per EDU plus $1,059 per gross acre.
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Should the DISTRICT revise the wastewater development impact fee schedule to reflect
increased costs associated with the specific fee components, the DEVELOPER shall
pay for those adjusted cost components pursuant to Rules and Regulations of the
District.

23. Environmental Documentation. . The DEVELOPER shall be solely responsible for the
. completion of all environmental documentation for the facilities required for the Project except
as specifically provided herein.

24, Permits for Facilities and Infrastructure. The DISTRICT shall not be obligated to accept

any facility or infrastructure that has not been permitted by all regulatory (or otherwise
responsible) agencies having jurisdiction thereof.

25. Payment of Development Impact Fees. The DEVELOPER shall pay all water,
wastewater, and recycled water development |mpact fees in the amounts in effect at the time
building permits are issued.

26. Payment of Invoices. The DISTRICT shall require all outstanding invoices related to the
Project to be paid by the DEVELOPER within 30 days of mailing of such invoice and prior to
allowing additional building permits to be issued and!or releasing individual lots for occupancy
for merchant builders.

PART H: MISCELLANEOUS

27. Term and Termination of Agreement.

a. Unless extended by mutual agreement of the parties in writing, this Agreement
shall terminate at 5:00 p.m., on the day before the sixth (6™) annual anniversary date of
this Agreement; provided, however, that this Agreement shall automatically terminate,
without further liability to either party, as follows:

i. Within 10 business days of the effective date of this Agreement if the
DEVELOPER fails or refuses to make any trust account deposit; or

ii. Within 12 months of the effective date of this Agreement, if the initial
construction contemplated hereunder has not commenced within such time; or

iii. Immediately, upon abandonment by the DEVELOPER of the
DEVELOPER's project and/or the work hereunder. "Abandonment" is defined as
the actual act of relinquishment accompanied with the intent and purpose of
giving up a claim and right of property; and/or

iv. Within 45 days of the date of the issuance of a Notice of Default by the
DISTRICT to the DEVELOPER in the event the DEVELOPER fails or refuses to

perform, keep or observe any of the terms, conditions or covenants set forth in
this Agreement.
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V. Immediately if funds (i.e., $1,292,500.00) are not received by the
DISTRICT for the Pressure Zone 12 Cross-Town Pipeline Project by close of
business on or before September 20, 2006. In the event that the Agreement
terminates under these circumstances, DEVELOPER agrees to indemnify and
hold harmless the DISTRICT for any costs, expenses, claims, damages or
attorneys’ fees that it may incur in the cancellation or termination of any
construction related contract that will necessarily be caused by the failure of the
DISTRICT to receive the funds referenced above.

h, An}: tarmination of this hgrenmnnf chall not ha construad as a waiver of any

claim the DISTRICT may have against the DEVELOPER or that the DEVELOPER may
have against the DISTRICT.

C. In the event of termination, and in order to counteract any threat to the public's
health, safety or welfare, the DISTRICT shall have the right, without liability to the
DEVELOPER, to complete, at the DEVELOPER's non-reimbursable expense, all or a
portion of the Facilities constructed pursuant to this Agreement.

d. Notwithstanding the foregoing, the Indemnification clauses contained herein shall
survive the termination of this Agreement:

28.  Status of the Parties. This Agreement is not intended to create, and nothing herein
contained shall be construed to create, an association, a trust, a joint venture, a
partnership or other entity of any kind, or to constitute either party as the agent,

- employee or partner of the other.

29. Amendment; Assignment.

a. Amendment. This Agreement may be amended, from time-to-time, by mutual
agreement of the DISTRICT and the DEVELOPER, in writing signed by both
parties. The DISTRICT and the DEVELOPER further agree that to the extent
this Agreement does not address all aspects of the DEVELOPER's phased
Project, the parties shall meet and confer and negotiate in good faith, and
execute a written amendment or supplement to this Agreement.

b. Assignment. This Agreement shall not be assigned, whether in whole or in part,
by the DEVELOPER without the prior written consent of the DISTRICT, which
consent may be withheld in the event that the DISTRICT determines, in its sole
discretion, that the assignee is not financially capable of assuming the
obligations of the assignor under this Agreement. This Agreement shall bind the
parties hereto and their respective successors and assigns.

30. Force Majeure. If either the DISTRICT or the DEVELOPER is delayed, hindered or
prevented from performing any term of this Agreement by any cause beyond either
party's control including, without limitation, any strike, walkout, prohibitions imposed by
law, rules or regulations, riot, war, act of God or the default of the other party, then such
performance may be excused or the time of performance tolled during the period of
delay.
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31. Incorporation of Prior Agreements. This Agreement contains all of the agreements of
the parties with respect to any matter covered or mentioned in this Agreement, and no
prior agreement or understanding pertaining to any such matter shall be effective for any
purpose.

32.  Waiver. No waiver by either party of any provisions of this Agreement shall be deemed
to be a waiver of any other provision hereof or of any subsequent breach by either party
of the same or any other provisions.

w
[

Severance. If any provision of this Agreement is determined to be void by any court of

competent jurisdiction then such determination shall not affect any other provision of this
Agreement provided that the purpose of this Agreement is not frustrated.

34, DISTRICT’s Disclaimer. Utilizing fees and Facilities provided to the DISTRICT by the
DEVELOPER, the DISTRICT will supply potable water, recycled (non-potable) water,
and wastewater collection and treatment services to the DEVELOPER's Property and
development thereon. However, the DISTRICT shall not be obligated to utilize public
funds to subsidize the DEVELOPER's Project. The DISTRICT shall not be obligated to
provide water or recycled water service in the event supplies are inadequate or
nonexistent, except in accordance with its Rules and Regulations. Thus, for example, in
the event of a drought, the DISTRICT shall not be obligated to provide water service
notwithstanding the payment of fees and provision of Facilities by the DEVELOPER.

35. - Preparation of This Agreement. This Agreement shall not be construed against the party
preparing it, but shall be construed as if both parties prepared it.

36. Arbitration.

a. Any dispute as to the construction, interpretation or impiementation of this
Agreement, or any rights or obligations hereunder, shall be submitted to binding
arbitration.  Arbitration shall be conducted by the Judicial Arbitration and
Mediation Services, Inc./Endispute, or its successor, or any other neutral,
impartial arbitration service that the parties mutually agree upon in accordance
with its rules in effect at the time of the commencement of the arbitration
proceeding, and as set forth in this Paragraph. The arbitrator chosen must
decide each and every dispute in accordance with the laws of the State of
California, and ali other applicable laws. The arbitrator's decision and award are
subject to judicial review by a Superior Court of competent venue and jurisdiction
for material errors of fact or law. Upon a showing of good cause the arbitrator
may permit limited discovery in the arbitration proceeding. Unless the parties
enter into a written stipulation to the contrary, prior to the appointment of the
arbitrator, all disputes shall first be submitted to non-binding mediation,
conducted by the Judicial Arbitration and Mediation Services, Inc./Endispute, or
its successor, or any other neutral, impartial mediation service that the parties
mutually agree upon in accordance with its rules for such mediation.

b. Provided, however, that after first commencing binding arbitration under
subparagraph a., if a Party desires a temporary or permanent remedy which
JAMS is not legally capable of providing and a state court of general jurisdiction
is so capable, then that Party may elect to pursue such remedy through the state
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court system, but such election shall result in the entire matter being transferred
to such court for all purposes and the arbitration action terminated.

IN WITNESS WHEREOF, the parties have executed is Agreement to be effective on the day
and year first above written.

Yucaipa Valley Water District (‘DISTRICT")

Bruce Granlund, YVWD Board President

Dated: 74 Af By:
/7 |

Calimesa Springs, LLC, a California Limited
Liability Company (“DEVELOPER”)

Dated: 7)o 6 By: W

Signature ’

‘EJN)‘L&/ ; meDi—‘bf.f/"‘
5

Print Name'

Member
Print Titie
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' Yucaipa Valley Water District
W

Date: May 8, 2012

Subject:

Workshop Memorandum 12-098

Unaudited Financial Report for the Period Ending April 30, 2012

The District staff has prepared the attached Unaudited Financial Report for the period ending on
April 30, 2012. A graphical summary of the financial information is provided below and detailed

information follows as part of the monthly unaudited financial report.

Fiscal Year 2012 YTD Revenues & Budget Targets
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Water Division Monthly Expense Summary - FY 2012
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%y . |

’ Yucaipa Valley Water District Director Memorandum 12-0xx
W”

Date: May 16, 2012

Prepared By: Vicky Elisalda, Controller
Peggy Little, Administrative Supervisor

Subject: Unaudited Financial Report for the Period Ending on April 30, 2012

Recommendation:  That the Board receives and files the unaudited financial report as
presented.

The following unaudited financial report has been prepared by the Administrative Department
for your review. The report has been divided into six sections to clearly disseminate information
pertaining to the financial status of the District. Please remember that the following financial
information has not been audited.

Cash Fund Balance Report

The Cash Fund Balance Report provides a summary of how the total amount of funds
maintained by financial institutions is distributed throughout the enterprise and non-enterprise
funds of the District. A summary of the report is as follows:

Operating Restricted Total
Fund Source Funds Funds Funds
Water Division $650,684.82 $6,086,740.87 $6,737,425.69
Sewer Division ($4,928,772.22) $6,880,521.24 $1,951,749.02
Recycled Water Division ($2,770,774.48) $702,322.80 ($2,068,451.68)
Total  ($7,048,861.88) $13,669,584.91 $6,620,723.03

Most of the funds reflected in the Cash Fund Balance Report are designated for specific
purposes and are therefore restricted, either by law or by District policy.

Check Reqister

The check register lists each check processed during the month of April 2012. The District
processed 241 checks during the month of April for a total sum of $2,520,670.03. All checks
are reviewed by District staff for accuracy and completeness, and usually signed by the General
Manager and one Director, but may be signed by two Directors.

The Controller will make any check, invoice or supporting documentation available for review to
any board member upon request.
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Financial Account Information

The District currently deposits all revenue received into the Deposit Checking account. The
General Checking account is used as a sole processing account for all District checks and
electronic payroll. The Investment Checking account is used for the purchase and redemption
of US treasury notes and bills and for the transfer of LAIF funds. The US treasury notes and
bills are booked at cost.

The LAIF investment account is a pooled money account administered by the State of

California. Additional information on the LAIF account is provided below in the investment
summary report.

Investment Summary

The investment summary report illustrates the District's investments in US treasury notes and
bills in addition to the investments held by the Local Agency Investment Fund or LAIF. The
yields for the treasury notes and bills are provided for each individual transaction. The historical
annual yield for funds invested with LAIF is also provided.

Separate pooled money investment reports prepared by the State of California are maintained
by the District and available for review.

Monthly Revenue Allocation

During the month of August 2012 the District received a sum total of $2,249,386.42 in revenues

from the following categories:

e A total of $1,381,043.91 was received from 14,077 customers for utility bill payments. This
is the total amount of utility bill payments received from water, sewer and recycled services.

e A total of $2,414.00 was received for construction meter deposits, customer deposits and
internet fee payments.

e A total of $848,337.06 was received from miscellaneous water related activities (other than
utility bill charges). This total includes $805,359.25 from San Bernardino property taxes,
$12,535.43 for Riverside County property taxes and $14,558.00 from City of Calimesa
pass-thru taxes..

e A total of $17,561.45 was received from miscellaneous sewer related activities (other than
utility bill charges).

e A total of $30.00 was received from miscellaneous recycled related activities (other than
utility bill charges).

e The District received ARRA draw #21 in the amount of $248,825.00 on April 19"

e The District received EPA draw #19 in the amount of $73,310.79 on April 16",

e The District received EPA draw #17 in the amount of $223,280.12 on April 24™.

Fiscal Year 2012 Budget Status

The revenue and expense budget status for the 2012 Fiscal Year is provided for your review.
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Division

Water

Sewer

Recycled Water
District Revenue

Department
Water Resources

Public works
Administration
Long Term Debt
Asset Acquisition
TOTAL

Department
Treatment

Administration
Environmental Control
Long Term Debt
Asset Acquisition

TOTAL
Department
Administration

TOTAL

District Expenses

Summary of Revenue Budget
As of April 30, 2012 (79% of Budget Cycle)

Budget Amount Current Month

Year-To-Date

Percentage

12,503,170 1,417,671 9,429,954 75.4
10,908,600 853,731 8,697,992 79.7

265,250 12,549 273,311 103.0
23,677,020 2,283,951 18,401,257 77.7

Summary of Water Budget
As of April 30, 2012 (79% of Budget Cycle)

Budget Amount Current Month Year-To-Date Percentage
4,359,935 252,253 3,243,924 74.4
2,147,165 136,363 1,502,729 70.0
3,028,695 190,988 2,176,352 71.9
2,932,375 0 2,932,375 100.0

35,000 0 39,222 112.1
12,503,170 579,604 9,894,602 79.1

Summary of Sewer Budget
As of April 30, 2012 (79% of Budget Cycle)

Budget Amount Current Month Year-To-Date Percentage
3,413,225 246,089 2,624,207 76.9
3,724,350 254,495 3,112,662 83.6
824,775 49,438 604,370 73.3
2,946,250 0 2,923,669 99.2

0 0 58,829 0.0
10,908,600 550,022 9,323,737 85.5

Summary of Recycled Water Budget
As of April 30, 2012 (79% of Budget Cycle)

Budget Amount Current Month Year-To-Date Percentage
265,250 8,854 95,456 36.0
265,250 8,854 95,456 36.0

23,677,020 1,138,480 19,313,795 81.6
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Investment Policy Disclosure

The District is currently compliant with the portfolio of its Investment Policy and State Law.

The District is using Sandy Gage with Merrill Lynch Wealth Management (Bank of America
Corporation) for Treasury investments. The District expects to meet its expenditure
requirements for the next six months.

Questions or Comments

If you have any questions about a particular budget account, please do not hesitate to contact
the Controller directly. If you need additional information, the members of the Administrative
Department would be happy to provide you with any detailed information you may desire.
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Cash Fund Balance Report - April 2012
Water Division GL# Balance
Project Fund - Encumbered 02-10215 3 720,977.22
ID 1 Construction Funds 02-10216 3 293,145.85
ID 2 Construction Funds 02-10217 3 80,409.31
Depreciation Reserves 02-10310 $ 2,564,271.43
Infrastructure Reserves 02-10311 3 331,613.00
Sustainability Fund 02-10313 $ 139,075.92
Rate Stabilization Fund 02-10314 $ 493,209.14
Imported Water Fund - MUNI 02-10315 $ (647,475.04)
Imported Water Fund - SGPWA 02-10316 $ 300,245.31
FCC - Debt Service YVRWFF Phase | 02-10401 $ 44,306.51
FCC - Future YVRWFF Phase Il & IlI 02-10403 $ 121,600.98
FCC - Recycled System 02-10410 $ 188,108.45
FCC - Booster Pumping Plants 02-10411 3 205,179.28
FCC - Pipeline Facilities 02-10412 $ 462,712.06
FCC - Water Storage Reservoirs 02-10413 3 