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GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT

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

Estimates and Forecasts. When used in this Official Statement and in any continuing disclosure by the Borrower, in any
press release and in any oral statement made with the approval of an authorized officer of the Borrower, the words or
phrases “will likely result,” “are expected to,” “will continue,” “is anticipated,” ‘““estimate,” “project,” “forecast,”
“expect,” “intend” and similar expressions identify “forward looking statements” within the meaning of the Private Se-
curities Litigation Reform Act of 1995. Such statements are subject to risks and uncertainties that could cause actual results
to differ materially from those contemplated in such forward-looking statements. Any forecast is subject to such uncertain-
ties. Inevitably, some assumptions used to develop the forecasts will not be realized and unanticipated events and circum-
stances may occur. Therefore, there are likely to be differences between forecasts and actual results, and those differences
may be material. The information and expressions of opinion herein are subject to change without notice, and neither the
delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, give rise to any implication
that there has been no change in the affairs of the Authority or the Borrower since the date hereof.

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

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

Information Subject to Change and Complete Documentation. The information and expressions of opinions herein are
subject to change without notice and neither delivery of this Official Statement nor any sale made hereunder shall, under
any circumstances, create any implication that there has been no change in the affairs of the Authority or the Borrower
since the date hereof. All summaries of the documents referred to in this Official Statement, are made subject to the provi-
sions of such documents, respectively, and do not purport to be complete statements of any or all of such provisions.

The Authority. The information relating to the Authority contained herein under the heading “ THE AUTHORITY”
and “ABSENCE OF MATERIAL LITIGATION—The Authority” has been furnished by the Authority. All other infor-
mation contained herein has been obtained from the Borrower and other sources (other than the Authority) that are be-
lieved to be reliable, but it is not guaranteed as to accuracy or completeness by and is not to be relied upon or construed as a
promise or representation by the Authority. The Authority maintains an internet website, but the information on the website
is not incorporated into this Official Statement.

Offer and Sale of Bonds. The Underwriter may offer and sell the Series A Bonds to certain dealers and others at prices
lower than the public offering price set forth on the cover page hereof and said public offering price may be changed from
time to time by the Underwriter.

THE SERIES A BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED, IN RELIANCE UPON AN EXCEPTION FROM THE REGISTRATION REQUIREMENTS
CONTAINED IN SUCH ACT. THE SERIES A BONDS HAVE NOT BEEN REGISTERED OR QUALIFIED
UNDER THE SECURITIES LAWS OF ANY STATE. THE SERIES A BONDS HAVE NOT BEEN
RECOMMENDED BY A FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY ISSUER.
FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR
DETERMINED THE ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.
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OFFICIAL STATEMENT

$73,795,000
CALIFORNIA MUNICIPAL FINANCE AUTHORITY
Mobile Home Park Senior Revenue Bonds
(Caritas Affordable Housing, Inc. Projects), Series 2014A

INTRODUCTION

This Introduction is not a summary of this Official Statement. It is only a brief description of and
guide to, and is qualified by, more complete and detailed information contained in this entire Official
Statement, including the cover page, the inside cover page and appendices hereto, and the documents
summarized or described herein. A full review should be made of this entire Official Statement by those
interested in investing in the Series A Bonds (defined below). The offering of the Series A Bonds to poten-
tial investors is made only by means of this entire Official Statement.

This Official Statement is furnished in connection with the offering of $73,795,000 aggregate
principal amount of California Municipal Finance Authority Mobile Home Park Senior Revenue Bonds
(Caritas Affordable Housing, Inc. Projects), Series 2014A (the “Series A Bonds”), being issued by the
California Municipal Finance Authority (the “Authority”). All capitalized terms used in this Official
Statement and not otherwise defined herein have the meanings ascribed to them in the Indenture of
Trust, dated as of June 1, 2014 (the “Indenture”), by and between the Authority and Wells Fargo Bank,
National Association, Los Angeles, California, as trustee (the “Trustee”), pursuant to which the Series
A Bonds are being issued. See APPENDIX D—SUMMARY OF PRINCIPAL LEGAL DOCUMENTS -
The Indenture of Trust - Definitions.

The Series A Bonds will be issued pursuant to Articles 1 through 4 of Chapter 5 of Division 7 of
Title 1 of the California Government Code and Chapter 8 of Part 5 of Division 31 of the California Health
and Safety Code (collectively, the “Act”), will be secured under the provisions of the Indenture and will
be equally and ratably payable from loan payments made by Caritas Affordable Housing, Inc., a California
nonprofit, public benefit corporation (the “Borrower”), to the Authority under a loan agreement, dated
as of June 1, 2014 (the “Loan Agreement”), between the Authority and the Borrower, and from certain
funds held under the Indenture.

Concurrently with the issuance of the Series A Bonds, the Authority is also issuing (a) its
$11,280,000 California Municipal Finance Authority Mobile Home Park Subordinate Revenue Bonds
(Caritas Affordable Housing, Inc. Projects), Series 2014B (the “Series B Bonds”), and (b) its $500,000
California Municipal Finance Authority Mobile Home Park Second Subordinate Revenue Bonds (Caritas
Affordable Housing, Inc. Projects), Series 2014C-T (the “Series C Bonds”), the proceeds of which will be
applied to finance a portion of the costs of the Projects, which also will be secured under the provisions of
the Indenture, payable from loan payments made by the Borrower to the Authority under the Loan
Agreement and from certain funds held under the Indenture, but on bases wholly subordinate to the se-
curity for and payment of the Series A Bonds. The Series A Bonds, the Series B Bonds and the Series C
Bonds are collectively referred to herein as the “Bonds.” The Series B Bonds are not being offered by means of
this Official Statement. The Series C Bonds are being privately placed with the seller of the 2014 Project located in
Yucca Valley, California.



The proceeds of the Bonds will be used to (a) finance the acquisition of certain mobile home parks
to be owned and operated by the Borrower and located in the County of Lake, the Town of Yucca Valley
and the City of Lancaster (collectively, the “2014 Projects”), (b) refund the outstanding principal
amount of the Independent Cities Lease Finance Authority Senior Lien Mobile Home Park Revenue
Bonds (Caritas Affordable Housing, Inc. Projects), Series 2003A (the “2003 Senior Bonds”) and the In-
dependent Cities Lease Finance Authority Subordinate Lien Mobile Home Park Revenue Bonds (Caritas
Affordable Housing, Inc.), Series 2003A (the “2003 Subordinate Bonds” and collectively, with the 2003
Senior Bonds, the “2003 Bonds”), the proceeds of which were loaned to the Borrower to finance or refi-
nance certain mobile home park facilities, (c) refund the outstanding principal amount of the Independ-
ent Cities Lease Finance Authority Senior Lien Mobile Home Park Revenue Bonds (Caritas Affordable
Housing, Inc. Projects), Series 2005A (the “2005 Senior Bonds”), the Independent Cities Lease Fi-
nance Authority Second-Subordinate Lien Mobile Home Park Revenue Bonds (Caritas Affordable Hous-
ing, Inc.), Series 2005C (the “2005 Subordinate Bonds”) and the Independent Cities Lease Finance
Authority Second-Subordinate Lien Mobile Home Park Revenue Bonds (Caritas Affordable Housing,
Inc.), Taxable Series 2005C-T (the “2005 Taxable Subordinate Bonds” and, collectively, with the 2005
Senior Bonds and the 2005 Subordinate Bonds, the “Series 2005 Bonds”), the proceeds of which were
loaned to the Borrower to finance or refinance certain mobile home park facilities, (d) to fund a reserve
fund for the Series A Bonds, (e) to fund a repair and replacement fund, and (f) to pay a portion of the costs
ofissuance of the Bonds, all as more particularly described herein.

Under the Loan Agreement the Borrower will pledge the Gross Revenues derived from the opera-
tion of the Projects to make payments due under the Loan Agreement. To secure its payments under the
Loan Agreement, the Borrower will grant a lien on and security interest in the 2014 Projects and certain
mobile home parks owned and operated by the Borrower described herein (as hereinafter described, the
“Prior Projects” and, collectively with the 2014 Projects, the “Projects”), by the execution and recorda-
tion of deeds of trust on the Projects (the “Mortgages”). While all Bonds are payable from loan payments
made by the Borrower under the Loan Agreement, monthly deposits of Net Revenues received by the Trustee under
the Indenture will be made to funds and accounts for the benefit of the Series A Bonds before any deposits are made
to the funds and accounts for the benefit of the Series B Bonds and Net Revenues received by the Trustee under the
Indenture will be made to funds and accounts for the benefit of the Series B Bonds before any deposits are made to
the funds and accounts for the benefit of the Series C Bonds.

THE SERIES A BONDS ARE LIMITED OBLIGATIONS OF THE AUTHORITY,
PAYABLE SOLELY FROM AND SECURED BY THE PLEDGE OF REVENUES AND AMOUNTS
IN CERTAIN FUNDS AND ACCOUNTS UNDER THE INDENTURE. NONE OF THE
AUTHORITY, ITS MEMBERS, OR THE STATE OF CALIFORNIA OR ANY OF ITS POLITICAL
SUBDIVISIONS IS DIRECTLY, INDIRECTLY, CONTINGENTLY OR MORALLY OBLIGATED
TO USE ANY OTHER MONEYS OR ASSETS TO PAY ALL OR ANY PORTION OF THE DEBT
SERVICE DUE ON THE SERIES A BONDS, TO LEVY OR TO PLEDGE ANY FORM OF
TAXATION WHATSOEVER THEREFOR OR TO MAKE ANY APPROPRIATION FOR THEIR
PAYMENT. THE SERIES A BONDS ARE NOT SECURED BY A PLEDGE OF THE FAITH AND
CREDIT OF THE AUTHORITY, ITS MEMBERS, OR THE STATE OF CALIFORNIA ORANY OF
ITS POLITICAL SUBDIVISIONS, NOR DO THEY CONSTITUTE INDEBTEDNESS WITHIN
THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY DEBT LIMITATION. THE
AUTHORITY HASNO TAXING POWER.

See the section of this Official Statement entitled “RISK FACTORS?” for a discussion of special

factors that should be considered, in addition to the other matters set forth herein, in considering the in-
vestment quality of the Series A Bonds.

-2-



The Authority and the Borrower will also enter into a regulatory agreement and declaration of re-
strictive covenants with respect to each Project, dated as of June 1, 2014 (collectively, the “Regulatory
Agreements”). Under the Regulatory Agreements, the Borrower is required to rent not less than 20% of
the spacesin each Project to Very Low Income Residents (as defined in the Regulatory Agreements). The
monthly rental rate which the Borrower may charge some of the Very Low Income Residents is also re-
stricted by the Regulatory Agreements. See “RISK FACTORS” and APPENDIX D—SUMMARY OF
PRINCIPAL LEGAL DOCUMENTS—The Regulatory Agreements.

Brief descriptions of the Series A Bonds, the sources of payment for the Series A Bonds, the
Authority, the Borrower, special risk factors, the Indenture, the Loan Agreement, the Regulatory
Agreements, the Mortgages and other information are included in this Official Statement. Such descrip-
tions and information do not purport to be comprehensive or definitive. The descriptions herein of the
Series A Bonds, the Indenture, the Loan Agreement, the Regulatory Agreements and other documents
are qualified in their entirety by reference to each such document and the information with respect
thereto included in the Series A Bonds, the Indenture, the Loan Agreement, the Regulatory Agree-
ments, the Mortgages and such other documents. Any statements made in this Official Statement involv-
ing matters of opinion or of estimates, whether or not so expressly stated, are set forth as such and not as
representations of fact, and norepresentation is made that any of the estimates will be realized.

THE AUTHORITY

Under Title 1, Division 7, Chapter 5 of the California Government Code (the “JPA Act”), cer-
tain California cities, counties and special districts have entered into a joint exercise of powers agreement
(the “JPA Agreement”) forming the Authority for the purpose of exercising powers common to the
members and to exercise the additional powers granted to the Authority by the JPA Act and any other
applicable provisions of California law. Under the JPA Agreement, the Authority may issue bonds, notes
or other evidence of indebtedness for any purpose or activity permitted under the JPA Act or any other
applicable law.

The Authority may sell and deliver obligations other than the Bonds. These obligations will be se-
cured by instruments separate and apart from the Indenture and the holders of such other obligations of
the Authority will have no claim on the security for the Bonds. Likewise, the Owners of the Bonds will
have no claim on the security for such other obligations that may be issued by the Authority.

Neither the Authority nor its independent contractors have furnished, reviewed, investigated or
verified the information contained in this Official Statement, other than the information contained in
this section and the section entitled “ABSENCE OF LITIGATION —The Authority.” The Authority
does not and will not in the future monitor the financial condition of the Borrower or otherwise monitor
payment of the Bonds or compliance with the documentsrelating thereto. Any commitment or obligation
for continuing disclosure with respect to the Bonds, the Projects or the Borrower has been undertaken
solely by the Borrower. See “ CONTINUING DISCLOSURE.”



THE BORROWER

The Borrower is a California nonprofit, public benefit corporation, established on March 26, 1998.
For more detailed information concerning the Borrower, see APPENDIX A —INFORMATION
REGARDING THE BORROWER AND THE PROJECTS and APPENDIX B—AUDITED
CONSOLIDATED FINANCIAL STATEMENTS OF THE CARITAS CORPORATION AND

AFFILIATES FOR THE FISCAL YEARS ENDED DECEMBER 31,2012, AND 2011.

ESTIMATED SOURCES AND USES OF FUNDS

The following table sets forth the estimated sources and uses of funds related to the financing of

the Projects.

Sources of Funds

Principal Amount Bonds
Plus: Original Issue Premium
Less: Original Issue Discount
Less: Underwriter's Discount
Purchase Price of Bonds
Released Prior Bonds Moneys

Total Sources of Funds

Uses of Funds

Deposit to Project Fund (1)

Deposit to Escrow Funds (2)

Deposit to Series A Reserve Fund (3)
Deposit to Series B Reserve Fund (4)
Deposit to Repair & Replacement Fund (5)
Deposit to Cost of Issuance Fund (6)
Total Uses of Funds

Series A
Bonds

Series B
Bonds

Total

$73,795,000.00
4,108,389.15

0.00
(996,232.50)

$11,280,000.00
0.00

(50,101.20)
(152,280.00)

$85,075,000.00
4,108,389.15

(50,101.20)
(1,148,512.50)

$76,907,156.65
4,989,823.15

$11,077,618.80
546,300.00

$87,984,775.45
5,536,123.15

$81,896,979.80

$11,623,918.80

$93,520,898.60

$9,569,513.23
65,161,271.45
4,849,737.50
0.00

672,410.27
1,644,047.35

$10,679,438.32
0.00

0.00
872,162.50

72,317.98
0.00

$20,248,951.55
65,161,271.45
4,849,737.50
872,162.50

744,728.25
1,644,047.35

$81,896,979.80

$11,623,918.80

$93,520,898.60

(1) Represents the amount needed to finance the 2014 Projects.
(2) Represents the amount needed to refund the 2003 Bonds and the 2005 Bonds.
(3) Equal to the Reserve Requirement for the Series A Bonds. See “ SECURITY FOR THE BONDS —Creation of Funds and

Accounts—Reserve Fund.” Amountsin this fund are pledged solely as security for the Series A Bonds.

(4) Equal to the Reserve Requirement for the Series B Bonds. See “ SECURITY FOR THE BONDS —Creation of Funds and

Accounts—Reserve Fund.” Amountsin this fund are pledged solely as security for the Series B Bonds.

(5) See “SECURITY FOR THE BONDS—Creation of Funds and Accounts—Repair and Replacement Fund.”

(6) Includes deposit to Costs of Issuance Fund to pay legal costs, accounting costs, third-party consultant costs, printing costs,

rating agency fees, Trustee fees, Authority fees and other miscellaneous costs of issuance of the Bonds.
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THE FINANCING PLAN

A portion of the proceeds of the Bonds will be used to finance the costs of the 2014 Projects. See
“THE PROJECTS.”

In addition, a portion of the proceeds of the Bonds will be used to fund escrow funds (the “2003
Escrow Funds”) held by Wells Fargo Bank, National Association, as escrow holder (the “Escrow
Holder”), under an escrow deposit agreement, by and between the Borrower and the Escrow Holder.
Amountsin the 2003 Escrow Funds will be held in cash, uninvested and will be used toredeem the 2003
Bonds on June 10, 2014, at a redemption price equal to the par amount thereof plus accrued interest to
such date.

In addition, a portion of the proceeds of the Bonds will be used to fund escrow funds (the “2005
Escrow Funds”) held by the Escrow Holder, under an escrow deposit agreement, by and between the
Borrower and the Escrow Holder. Amounts in the 2005 Escrow Funds will be invested in U.S. Treasury
Securities—State and Local Government Series (“ SLGS”), the maturing principal thereof plus interest
thereon, together with any uninvested cash in the 2005 Escrow Funds, will be applied to the redemption
of the 2005 Senior Bonds on August 15, 2015, and will be applied to the redemption of the 2005 Subordi-
nate Bonds and the 2005 Taxable Subordinate Bonds on September 1, 2015.

The mathematical accuracy of the calculation as to the sufficiency of the cash deposited into the
2003 Escrow Funds and the anticipated receipts from the SLGS and cash in the 2005 Escrow Funds to
meet the redemption requirements of the 2003 Bonds and the 2005 Bonds and the calculation of the
yield with respect to the Bonds will be verified by Grant Thornton LLP, a firm of independent certified
public accountants (the “Verification Agent”). See “VERIFICATION OF MATHEMATICAL
COMPUTATIONS.”

In addition, a portion of the proceeds of the Series A Bonds will be used to fund the Series A Re-
serve Fund in an amount equal to the Reserve Requirement for the Series A Bonds, to fund a deposit to
the Repair and Replacement Fund and to pay a portion of the costs of issuance of the Series A Bonds.

THE PROJECTS

The 2014 Projects, described above, and the Prior Projects, defined below, are collectively re-
ferred toherein as the “Projects.” The Projects and the income therefrom will secure the Bonds.

The proceeds of the 2003 Bonds were loaned to the Borrower to finance and refinance the
Friendly Village Mobile Home Park and the Hacienda Mobile Estates, each located in Lancaster, Cali-
fornia, Rancho Brea Mobile Home Estates located in Brea, California, and the Estrella de Oro and the
Vista Manor Mobile Home Park, each located in Vista, California (collectively, the “2003 Projects”).

The proceeds of the 2005 Bonds were loaned to the Borrower to finance and refinance the Valley
Village Mobile Home Park in Rohnert Park, California (the “2005 Project”), the Friendly Village Mobile
Home Park and the Hacienda Mobile Estates, each located in Lancaster, California and the Rancho Brea
Mobile Home Estates located in Brea, California.

The 2003 Projects and the 2005 Project are collectively referred to herein as the Prior Projects.



A description of the Projects, including the vicinity descriptions, environmental site assessments,
physical needs assessments, historical operating results, competition, rent control ordinances, manage-
ment agreements and qualifications of managers, rents and occupancy data and projected operating re-
sults, is set forth in APPENDIX A —INFORMATION REGARDING THE BORROWER AND THE
PROJECTS and APPENDIX B—AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF
THE CARITAS CORPORATION AND AFFILIATES FOR THE YEARS ENDED DECEMBER 31,
2012, AND 2011.

Neither the Authority nor the Underwriter has made any independent investigation of the in-
formation presented herein as to the Prior Projects or the 2014 Projects. Such information has been pro-
vided solely by the Borrower and certain professionals as specifically noted, and neither the Authority nor
the Underwriter has verified the accuracy or completeness of such information, nor do they assume any
responsibility or liability therefor.

THE SERIES A BONDS
General

The Series A Bonds will be dated as of their date of delivery and will mature on the dates and bear
interest at the rate set forth on the cover page of this Official Statement, payable semi-annually on each
February 15 and August 15, commencing August 15, 2014. Subject to the redemption provisions set forth
below, the Series A Bonds will be payable at the principal corporate trust office of the Trustee, in Los An-
geles, California. Interest on the Series A Bonds will be payable by check mailed by the Trustee on each
interest payment date to the registered owners thereof as of the 1st day of the calendar month in which
the interest payment date occurs (each a “Record Date”) at the addresses for the owners of the Series A
Bonds shown on the registration books maintained by the Trustee.

The Series A Bonds will be issued in denominations of $5,000 or any amounts in excess thereof in
even $5,000 increments. The Series A Bonds will be issuable in fully registered form only and, when is-
sued and delivered, will be registered in the name of Cede & Co., as nominee of the Depository Trust
Company, New York, New York (“DTC”). DTC will act as the depository of the Series A Bonds and all
payments due on the Series A Bonds will be made to DTC or its nominee. Ownership interests in the Se-
ries A Bonds may be purchased in book-entry form only. Purchasers will not receive certificates represent-
ing their interest in the Series A Bonds purchased. So long as Cede & Co., as nominee of DTC, is the
registered owner of the Series A Bonds, references herein to the Owners or registered owners of the
Series A Bonds mean Cede & Co. and do not mean the Beneficial Owners of the Series A Bonds. So
long as Cede & Co. is the registered owner of the Series A Bonds, principal, premium, ifany, and interest
on the Series A Bonds are payable by wire transfer by the Trustee to Cede & Co., as nominee of DTC,
which isrequired in turn, to remit such amount to the Direct Participants for subsequent disbursement by
the Direct Participants and the Indirect Participants (as defined herein) to the Beneficial Owners. See
APPENDIXG—BOOK-ENTRY ONLY SYSTEM.

Redemption

Optional Redemption. The Series A Bonds are subject to redemption by the Authority, at the writ-
ten direction of the Borrower, prior to maturity, as a whole or in part on any date on or after August 15,
2024, at a redemption price equal to the principal amount thereof to be redeemed, plus accrued interest
to the date of redemption, without premium, from any moneys received by the Trustee from the Bor-



rower representing an optional prepayment of the Loan pursuant to the Loan Agreement, provided in
each case that the maturities and amount of the Series A Bonds of each maturity of each series to be re-
deemed from the amount so prepaid and the redemption date shall be as specified by the Borrower in ac-
cordance with the Loan Agreement.

Extraordinary Redemption. The Series A Bonds shall be subject to redemption, at the option of the
Authority, at the request of the Borrower, prior to the stated maturity thereof on a pro rata basis, in whole
or in part on any date, on the earliest practicable date for which notice of redemption can be given as pro-
vided in the Indenture, at a redemption price equal to the principal amount thereof to be redeemed, to-
gether with accrued interest thereon to the date of redemption, without premium, in a principal amount
having an aggregate redemption price equal to the amount of moneys which are deposited in or trans-
ferred tothe Bond Fund from any Net Proceeds or any prepayment made by the Borrower in order to fully
retire the Loan in connection with a condemnation or casualty loss which resultsin Net Proceeds.

Mandatory Redemption from Sinking Fund Payments. The Series A Bonds maturing on August 15,
2030, are subject toredemption, in part, by lot, from mandatory sinking fund payments as set forth below,
upon payment of the principal amount thereof plus accrued interest, if any, to the date of redemption,
without premium.

Mandatory Sinking Fund Mandatory Mandatory Sinking Fund Mandatory
Payment Dates Sinking Fund Payment Dates Sinking Fund
(August 15) Payments (August 15) Payments
2025 $1,370,000 2028 $1,590,000
2026 1,440,000 2029 1,670,000
2027 1,515,000 2030% 1,750,000

T Maturity

The Series A Bonds maturing on August 15,2039 (with the CUSIP number 13049S BC7), are sub-
ject to redemption, in part, by lot, from mandatory sinking fund payments as set forth below, upon pay-
ment of the principal amount thereof plus accrued interest, if any, to the date of redemption, without
premium.

Mandatory Sinking Fund Mandatory Mandatory Sinking Fund Mandatory
Payment Dates Sinking Fund Payment Dates Sinking Fund
(August 15) Payments (August 15) Payments
2031 $1,840,000 2036 $2,375,000
2032 1,935,000 2037 2,500,000
2033 2,035,000 2038 2,630,000
2034 2,145,000 2039+ 1,770,000
2035 2,255,000

T Maturity



The Series A Bonds maturing on August 15,2049 (with the CUSIP number 13049S BE3), are sub-
ject to redemption, in part, by lot, from mandatory sinking fund payments as set forth below, upon pay-
ment of the principal amount thereof plus accrued interest, if any, to the date of redemption, without
premium.

Mandatory Sinking Fund Mandatory Mandatory Sinking Fund Mandatory
Payment Dates Sinking Fund Payment Dates Sinking Fund
(August 15) Payments (August 15) Payments
2040 $2,910,000 2045 $3,755,000
2041 3,060,000 2046 3,955,000
2042 3,220,000 2047 4,160,000
2043 3,390,000 2048 4,380,000
2044 3,570,000 2049t 3,610,000
T Maturity

Purchase of Series A Bonds In Lieu of Redemption. Any moneys that have been deposited in the Bond
Fund for application to any of the foregoing mandatory sinking fund payments, and which are not needed
for the payment of interest on the Bonds, shall be applied by the Trustee, if the Trustee is directed to do
soin a Request of the Borrower received prior to the selection of Bonds for redemption, to the purchase of
the applicable Bonds as and when and at such prices (including brokerage and other charges but exclud-
ing accrued interest) as the Borrower may in its discretion determine, except that the purchase price (ex-
cluding accrued interest) shall not exceed the par value of such Bonds. Any Bonds so purchased with
moneys designated for a mandatory sinking fund payment shall be applied, to the extent of the full princi-
pal amount thereof| toreduce said mandatory sinking fund payment.

Ifthe Borrower shall deposit Bonds of the applicable series and maturity with the Trustee at least
sixty (60) days before any mandatory sinking fund payment date with respect to Bonds of such series and
maturity, together with instructions to the Trustee to apply the principal amount of such Bonds so deliv-
ered to the mandatory sinking fund payment due on that date with respect to Bonds of that series and
maturity, such Bonds shall be applied, to the extent of the full principal amount thereof, to reduce said
mandatory sinking fund payment.

Selection of Series A Bonds for Redemption. Whenever provision is made for the redemption of less
than all of the Series A Bonds of a series, the Trustee shall select the Series A Bonds of such series to be
redeemed, from the Outstanding Series A Bonds of such series not previously called for redemption, by
lot.

Notice of Redemption. Notice of redemption shall be given by the Trustee as hereinafter provided to
(a) the respective Holders of any Series A Bonds designated for redemption at their addresses appearing
on the Bond registration books of the Trustee, (b) the Authority; (c) the Information Services; and (d) the
Securities Depositories. Each notice of redemption shall state the date of such notice, the redemption
date, the redemption price (including any premium), the place or places of redemption (including the
name and appropriate address or addresses of the Trustee), the CUSIP number (if any) of the maturity or
maturities, and, if less than all Series A Bonds are to be redeemed, the distinctive certificate numbers of
the Series A Bonds to be redeemed and, in the case of Series A Bonds to be redeemed in part only, the re-
spective portions of the principal amount thereof to be redeemed; provided, however, that if the redemp-
tion is conditioned upon funds being available therefore no later than the opening of business on the re-
demption date, the notice shall so state. Each such notice shall also state that on said date there will be-
come due and payable on each of said Series A Bonds the redemption price thereof or of said specified por-



tion of the principal amount thereofin the case of a Series A Bond to be redeemed in part only, together
with interest accrued thereon to the redemption date, and that from and after such redemption date in-
terest thereon shall cease toaccrue, and shall require that such Series A Bonds be then surrendered at the
address or addresses of the Trustee specified in the redemption notice.

Any notice of redemption shall be mailed by first class mail, postage prepaid, to Series A Bond-
holders not less than twenty (20) days or more than sixty (60) days prior to the date fixed for redemption.
Notices to the Information Services shall be mailed by the Trustee by certified, registered or overnight
mail at the time of the mailing of notices to Series A Bondholders. Notices to the Securities Depositories
shall be given by telecopy or by certified, registered or overnight mail at the time of mailing of notices to
Series A Bondholders. However, failure to give notice of redemption with respect to any Series A Bonds,
or any defect therein, shall not affect the validity of the proceedings for redemption of any other Series A
Bonds.

Notwithstanding the foregoing, in the case of any optional redemption of the Series A Bonds or
extraordinary redemption of the Series A Bonds described above, the notice of redemption shall state that
the redemption may be rescinded upon the request of the Borrower and in any event is conditioned upon
receipt by the Trustee of sufficient moneys to redeem the applicable Bonds on the anticipated redemp-
tion date, and that the redemption shall not occur if (a) the Borrower gives written notice to the Trustee
prior to the redemption date to so rescind the notice of redemption, or (b) by no later than the scheduled
redemption date sufficient moneys to redeem the applicable Bonds have not been deposited with the
Trustee. In the event that the Trustee either receives written notice from the Borrower prior to the re-
demption date to rescind the redemption notice or does not receive sufficient funds by the scheduled re-
demption date to so redeem the applicable Bonds to be redeemed, the Trustee shall send written notice
to the owners of the Bonds, to the Securities Depositories and to one or more of the Information Services
to the effect that the redemption did not occur as anticipated, and the Series A Bonds for which notice of
optional redemption was given shall remain Outstanding for all purposes of the Indenture.

So long as the Series A Bonds are held in book-entry form, notice of redemption will be mailed by the Trus-
tee only to DTC and not to the Beneficial Owners of Series A Bonds under the DTC book-entry only system. Nei-
ther the Authority nor the Trustee is responsible for notifying the Beneficial Owners of Series A Bonds called for
redemption, who are to be notified in accordance with the procedures in effect for the DTC book-entry system. See
“THE SERIES ABONDS— General” and APPENDIX G— Book-Entry Only System.

Partial Redemption of Series A Bonds. Upon surrender of any Series A Bond redeemed in part only,
the Authority shall execute and the Trustee shall authenticate and deliver to the Holder thereof, at the
expense of the Borrower, a new Series A Bond or Series A Bonds of Authorized Denominations equal in
aggregate principal amount to the unredeemed portion of the Series A Bond surrendered.

Effect of Redemption. Moneys for payment of the redemption price of, together with interest ac-
crued to the redemption date on, the Series A Bonds (or portions thereof) so called for redemption being
held by the Trustee, on the redemption date designated in such notice, the Series A Bonds (or portions
thereof) so called for redemption shall become due and payable at the redemption price specified in such
notice and interest accrued thereon to the redemption date, interest on the Series A Bonds so called for
redemption shall cease to accrue from and after the redemption date, said Series A Bonds (or portions
thereof) shall cease to be entitled to any benefit or security under the Indenture, and the Holders of said
Series A Bonds shall have no rights in respect thereof except to receive payment of said redemption price
and accrued interest to the redemption date. All Series A Bonds redeemed shall be cancelled upon sur-
render thereof and delivered to or upon the Order of the Authority.



Transfer and Exchange of Bonds

The registration of any Series A Bond may, in accordance with its terms, be transferred, upon the
books required to be kept pursuant to the provisions of the Indenture, by the person in whose name it is
registered, in person or by his or her duly authorized attorney, upon surrender of such Series A Bond for
cancellation, accompanied by delivery of a written instrument of transfer in a form acceptable to the
Trustee, duly executed. The Trustee shall require the payment by the Holder requesting such transfer of
any tax or other governmental charge required to be paid with respect to such transfer, and there shall be
no other charge to any Holder for any such transfer. The cost of printing Series A Bonds and any services
rendered or expenses incurred by the Trustee in connection with any transfer shall be paid by the Bor-
rower. No registration of transfers of Series A Bonds shall be required to be made during the period estab-
lished by the Trustee for selection of Series A Bonds for redemption and after a Series A Bond has been
selected for redemption.

Series A Bonds may be exchanged at the Principal Office of the Trustee for a like aggregate prin-
cipal amount of the Series A Bonds of the same maturity and series of other Authorized Denominations.
The Trustee shall require the payment by the Holder requesting such exchange of any tax or other gov-
ernmental charge required to be paid with respect to such exchange, and there shall be no other charge to
any Holder for any such exchange. The cost of printing Series A Bonds and any services rendered or ex-
penses incurred by the Trustee in connection with any exchange shall be paid by the Borrower. No ex-
changes of Series A Bonds shall be required to be made during the period established by the Trustee for
selection of Series A Bonds for redemption and after a Series A Bond has been selected for redemption.
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Debt Service Requirements

The following table sets forth for the scheduled annual debt service requirements for the Series A
Bonds, assuming no redemptions prior to maturity other than from mandatory sinking fund payments.

Year Ending Total
August 15 Principal (1) Interest Debt Service
2014 — $ 743,455.90 $  743,455.90
2015 — 3,823,487.50 3,823,487.50
2016 — 3,823,487.50 3,823,487.50
2017 — 3,823,487.50 3,823,487.50
2018 — 3,823,487.50 3,823,487.50
2019 $1,025,000 3,823,487.50 4,848,487.50
2020 1,075,000 3,772,237.50 4,847,237.50
2021 1,130,000 3,718,487.50 4,848,487.50
2022 1,185,000 3,661,987.50 4,846,987.50
2023 1,245,000 3,602,737.50 4,847,737.50
2024 1,305,000 3,540,487.50 4,845,487.50
2025 1,370,000 3,475,237.50 4,845,237.50
2026 1,440,000 3,406,737.50 4,846,737.50
2027 1,515,000 3,334,737.50 4,849,737.50
2028 1,590,000 3,258,987.50 4,848,987.50
2029 1,670,000 3,179,487.50 4,849,487.50
2030 1,750,000 3,095,987.50 4,845,987.50
2031 1,840,000 3,008,487.50 4,848,487.50
2032 1,935,000 2,911,887.50 4,846,887.50
2033 2,035,000 2,810,300.00 4,845,300.00
2034 2,145,000 2,703,462.50 4,848,462.50
2035 2,255,000 2,590,850.00 4,845,850.00
2036 2,375,000 2,472,462.50 4,847,462.50
2037 2,500,000 2,347,775.00 4,847,775.00
2038 2,630,000 2,216,525.00 4,846,525.00
2039 2,770,000 2,078,450.00 4,848,450.00
2040 2,910,000 1,938,025.00 4,848,025.00
2041 3,060,000 1,785,250.00 4,845,250.00
2042 3,220,000 1,624,600.00 4,844,600.00
2043 3,390,000 1,455,550.00 4,845,550.00
2044 3,570,000 1,277,575.00 4,847,575.00
2045 3,755,000 1,090,150.00 4,845,150.00
2046 3,955,000 893,012.50 4,848,012.50
2047 4,160,000 685,375.00 4,845,375.00
2048 4,380,000 466,975.00 4,846,975.00
2049 4,610,000 237,025.00 4,847,025.00
Totals $73,795,000 $92,501,743.40 $166,296,743.40

(1) Includes mandatory sinking fund installments.

-11-



The following table sets forth for the scheduled annual debt service requirements for the Series B
Bonds, assuming no redemptions prior to maturity other than from mandatory sinking fund payments.

Year Ending Total
August 15 Principal (1) Interest Debt Service
2014 — $ 127,059.72 $ 127,059.72
2015 — 653,450.00 653,450.00
2016 — 653,450.00 653,450.00
2017 — 653,450.00 653,450.00
2018 — 653,450.00 653,450.00
2019 — 653,450.00 653,450.00
2020 — 653,450.00 653,450.00
2021 — 653,450.00 653,450.00
2022 — 653,450.00 653,450.00
2023 — 653,450.00 653,450.00
2024 — 653,450.00 653,450.00
2025 $ 215,000 653,450.00 868,450.00
2026 230,000 642,162.50 872,162.50
2027 240,000 630,087.50 870,087.50
2028 250,000 617,487.50 867,487.50
2029 265,000 604,362.50 869,362.50
2030 280,000 590,450.00 870,450.00
2031 295,000 575,750.00 870,750.00
2032 310,000 558,418.75 868,418.75
2033 330,000 540,206.25 870,206.25
2034 350,000 520,818.75 870,818.75
2035 370,000 500,256.25 870,256.25
2036 390,000 478,518.75 868,518.75
2037 415,000 455,606.25 870,606.25
2038 440,000 431,225.00 871,225.00
2039 465,000 405,375.00 870,375.00
2040 490,000 378,056.25 868,056.25
2041 520,000 349,268.75 869,268.75
2042 550,000 318,718.75 868,718.75
2043 585,000 286,406.25 871,406.25
2044 615,000 252,037.50 867,037.50
2045 655,000 215,906.25 870,906.25
2046 690,000 177,425.00 867,425.00
2047 735,000 136,887.50 871,887.50
2048 775,000 93,706.25 868,706.25
2049 820,000 48,175.00 868,175.00
Totals $11,280,000 $17,122,322.22 $28,402,322.22

(1) Includes mandatory sinking fund installments.
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The following table sets forth for the aggregate scheduled annual debt service requirements for
the Series A Bonds and the Series B Bonds, assuming no redemptions prior to maturity other than from
mandatory sinking fund payments.

Year Ending Series A Series B Total
August 15 Bonds Bonds Debt Service
2014 $ 743,455.90 $ 127,059.72 $ 870,515.63
2015 3,823,487.50 653,450.00 4,476,937.50
2016 3,823,487.50 653,450.00 4,476,937.50
2017 3,823,487.50 653,450.00 4,476,937.50
2018 3,823,487.50 653,450.00 4,476,937.50
2019 4,848,487.50 653,450.00 5,501,937.50
2020 4,847,237.50 653,450.00 5,500,687.50
2021 4,848,487.50 653,450.00 5,501,937.50
2022 4,846,987.50 653,450.00 5,500,437.50
2023 4,847,737.50 653,450.00 5,501,187.50
2024 4,845,487.50 653,450.00 5,498,937.50
2025 4,845,237.50 868,450.00 5,713,687.50
2026 4,846,737.50 872,162.50 5,718,900.00
2027 4,849,737.50 870,087.50 5,719,825.00
2028 4,848,987.50 867,487.50 5,716,475.00
2029 4,849,487.50 869,362.50 5,718,850.00
2030 4,845,987.50 870,450.00 5,716,437.50
2031 4,848,487.50 870,750.00 5,719,237.50
2032 4,846,887.50 868,418.75 5,715,306.25
2033 4,845,300.00 870,206.25 5,715,506.25
2034 4,848,462.50 870,818.75 5,719,281.25
2035 4,845,850.00 870,256.25 5,716,106.25
2036 4,847,462.50 868,518.75 5,715,981.25
2037 4,847,775.00 870,606.25 5,718,381.25
2038 4,846,525.00 871,225.00 5,717,750.00
2039 4,848,450.00 870,375.00 5,718,825.00
2040 4,848,025.00 868,056.25 5,716,081.25
2041 4,845,250.00 869,268.75 5,714,518.75
2042 4,844,600.00 868,718.75 5,713,318.75
2043 4,845,550.00 871,406.25 5,716,956.25
2044 4,847,575.00 867,037.50 5,714,612.50
2045 4,845,150.00 870,906.25 5,716,056.25
2046 4,848,012.50 867,425.00 5,715,437.50
2047 4,845,375.00 871,887.50 5,717,262.50
2048 4,846,975.00 868,706.25 5,715,681.25
2049 4,847,025.00 868,175.00 5,715,200.00
Totals $166,296,743.40 $28,402,322.22 194,699,065.63
SECURITY FOR THE BONDS
Pledge and Assignment

Subject only to the provisions of the Indenture permitting the application thereof for the pur-
poses and on the terms and conditions set forth therein and, subject to the rights of the Holders of the
Bonds, there are pledged under the Indenture:
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(a) Tosecure the payment of the principal of and premium, ifany, and interest on the Se-
ries A Bonds, in accordance with their terms and the provisions of the Indenture: (A) all of the
Gross Revenues (including proceeds of the sale of Series A Bonds, but excluding Additional Pay-
ments paid by the Borrower pursuant to the Loan Agreement and any amounts paid by the Bor-
rower pursuant to the indemnification provisions of the Loan Agreement); (B) all right, title and
interest of the Authority in and to the Loan Agreement (except for the Reserved Rights), includ-
ing the Gross Revenues and any interest, profits and other income derived thereon from the in-
vestment thereof, the Mortgages and the Projects; and (C) any and all other rights and interests
in property, whether tangible or intangible from time to time, by delivery or by writing of any
kind, conveyed, mortgaged, pledged, assigned or transferred as and for additional security for the
Series A Bonds, by the Authority or by anyone on its behalf or with its written consent to the
Trustee, which is authorized by the Indenture to receive any and all such property at any and all
times and to hold and apply the same subject to the terms of the Indenture; subject, however, as
to the property conveyed and mortgaged by the Indenture, to Permitted Encumbrances. Said
pledge constitutes a lien on and security interest in such assets and shall attach, be perfected and
be valid and binding from and after delivery of the Bonds, without any physical delivery thereof or
furtheract.

(b) Tosecure the payment of the principal of and premium, ifany, and interest on the Se-
ries B Bonds, in accordance with their terms and the provisions of the Indenture: (A) the Subor-
dinate Residual Revenues; (B) the Subordinate Residual Net Proceeds and Subordinate Residual
Prepayments; (C) on a basis expressly subordinate (both in terms of prior of payment and in terms
of rights to exercise the remedies granted under the Indenture and under the Loan Agreement)
to the Series A Bonds until all such Series A Bonds shall have been retired or such amounts have
been provided to effect redemption of such Series A Bonds, all right, title and interest of the
Authority in and to the Loan Agreement (except for the Reserved Rights), including the Reve-
nues and any interest, profits and other income derived thereon from the investment thereof, the
Mortgages and the Projects; and (D) on a basis expressly subordinate (both in terms of prior of
payment and in terms of rights to exercise the remedies granted under the Indenture and under
the Loan Agreement) to the Series A Bonds until all such Series A Bonds shall have been retired
or such amounts have been provided to effect redemption of such Series A Bonds, any and all
other rights and interests in property, whether tangible or intangible from time to time hereafter,
by delivery or by writing of any kind, conveyed, mortgaged, pledged, assigned or transferred as
and for additional security for the Series B Bonds, by the Authority or by anyone on its behalf or
with its written consent to the Trustee, which is authorized by the Indenture to receive any and
all such property at any and all times and to hold and apply the same subject to the terms of the
Indenture; subject, however, as to the property conveyed and mortgaged by the Indenture, to
Permitted Encumbrances. Said pledge constitutes a lien on and security interest in such assets
and shall attach, be perfected and be valid and binding from and after delivery of the Bonds, with-
out any physical delivery thereof or further act.

The Authority also transfers in trust, grants a security interest in, and assigns to the Trustee un-
der the Indenture, for the benefit of the Holders from time to time of the Series A Bonds, all of the Reve-
nues and other amounts pledged as described in paragraph (a) above and all of the right, title and interest
of the Authority in the Loan Agreement (except for Additional Payments and Reserved Rights). The
Authority transfers in trust, grants a security interest in, and assigns to the Trustee under the Indenture,
for the benefit of the Holders from time to time of the Series B Bonds, all of the Subordinate Residual
Revenues, Subordinate Residual Net Proceeds and Subordinate Residual Prepayments, and other
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amounts pledged as described in paragraph (b) above and, on a basis subordinate to the security interest of
the Series A Bonds, all of the right, title and interest of the Authority in the Loan Agreement (except for
Additional Payments and Reserved Rights). Under the Indenture, the Trustee is entitled to and is di-
rected to collect and receive all of the Net Revenues, and any Net Revenues collected or received by the
Authority shall be deemed to be held, and to have been collected or received, by the Authority as the
agent of the Trustee and shall forthwith be paid by the Authority to the Trustee. The Trustee also shall
be entitled to and shall (subject to the provisions of the Indenture) take all steps, actions and proceedings
following any Event of Default reasonably necessary in its judgment to enforce, either jointly with the
Authority or separately, all of the rights of the Authority assigned to the Trustee under the Indenture and
all of the obligations of the Borrower under the Loan Agreement.

All Revenues shall be held in trust for the benefit of the Holders from time to time of the Bonds
but shall nevertheless be disbursed, allocated and applied solely for the uses and purposes set forth in the
Indenture.

Ifthe Trustee has not received any payment required to be made by the Borrower under the Loan
Agreement to pay principal, or redemption price of or interest on the Bonds by the due date, the Trustee
shall immediately notify the Borrower, the Authority and the Oversight Agent of such insufficiency by
telephone, telecopy or telegram and confirm such notification by written notice. In such event, the Trus-
tee shall apply moneys in the applicable Reserve Fund to make such payments. Failure by the Trustee to
give such notice, or any errors in any such notice, shall not affect the payment obligations of the Borrower
under the Loan Agreement, including without limitation the timing thereof.

The Bonds donot constitute a debt or liability, or a pledge of the faith and credit, of the State or of
any political subdivision thereof, other than the Authority, which shall only be obligated to pay the Bonds
solely from the Revenues and funds provided therefor under the Indenture. The issuance of Bonds does
not directly or indirectly or contingently obligate the State or any political subdivision thereof to levy or to
pledge any form of taxation whatever therefor or to make any appropriation for their payment.

Creation of Funds and Accounts

In addition to the Redemption Fund, the Costs of Issuance and the Rebate Fund (each of which
is described in Appendix D—SUMMARY OF PRINCIPAL LEGAL DOCUMENTS—The Indenture of
Trust - Funds and Accounts), the following Funds and Accounts are to be held by the Trustee under the
Indenture:

(a) Revenue Fund;

(b) Bond Fund, and therein an Optional Redemption Account;
(c) Series 2014 A Reserve Fund;

(d) Fees Fund;

(e) Repair and Replacement Fund;

(H) Surplus Fund;

(g Impound Fund;

(h) Net Proceeds Fund;

(1) Subordinate Debt Service Fund, and therein an Optional Redemption Account;
G) Series 2014 B Reserve Fund;

(k) Project Fund; and

() Second Subordinate Debt Service Fund.
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Revenue Fund. There shall be deposited in the Revenue Fund all Net Revenues received by the
Trustee including (i) all amounts paid to the Trustee under the Loan Agreement (other than prepay-
ments, to redeem Bonds, which shall be directly deposited in the Bond Fund or the Subordinate Debt
Service Fund, as applicable), (ii) all other amounts required to be so deposited pursuant to the terms of
the Indenture, including investment earnings to the extent provided herein, (iii) any amounts derived
from the Loan Agreement to be applied to payment of amounts intended to be paid from the Revenue
Fund, (iv) all Loan Payments, and (v) such other money as are delivered to the Trustee by or on behalf of
the Borrower with directions for deposit of such money in the Revenue Fund.

Money on deposit in the Revenue Fund shall be transferred or disbursed, as appropriate on or be-
fore the 15th day of each month, commencing July 15, 2014 in the following order of priority:

(a) to the Impound Fund, an amount equal to 1/12th (subject to pro rata adjustment, as
necessary, for deposits prior to the first dates on which such payments become due) of the ad
valorem taxes, if any, and annual premiums for insurance due on the Projects, determined in ac-
cordance with the then current Budget or such greater amount as required to pay such taxes and
premiums;

(b) tothe Bond Fund, an amount equal to 1/6th of the interest due on the Series A Bonds
on the next Interest Payment Date (subject to pro rata adjustment for deposits prior to the first
Interest Payment Date) and an amount equal to 1/12th of the principal and mandatory sinking
payments due on the Series A Bonds on the following August 15;

(c) to the Fees Fund, an amount equal to 1/12th of the Ordinary Trustee Fees and Ex-
penses, 1/12th of the Authority Annual Fee, 1/12th of the Oversight Agent Fee, 1/12th of the Rat-
ing Agency Fee and any Rebate Analysts Fee (subject to pro rata adjustment, as necessary, for
deposits prior to the first dates on which such payments become due);

(d) tothe Rebate Fund, the amount, if any, the Trustee is to deposit therein pursuant to
the Indenture;

(e) to the Series A Reserve Fund and to the Reserve Fund for any Additional Bonds is-
sued on a parity with the Series A Bonds, the amount, if any, necessary to increase the amount
then in the Series A Reserve Fund to the amount of the Reserve Requirement for the Series A Re-
serve Fund and toincrease the amount in any such Reserve Fund to the Reserve Requirement for
any such Reserve Fund for such Additional Bonds, subject to and as provided in the Loan Agree-
ment;

(f) tothe Repair and Replacement Fund, an amount equal to 1/12th of the amount neces-
sary to fund the Repair and Replacement Fund Requirement; and

(g) tothe payment of any other properly documented expenses not yet paid including the
Extraordinary Trustee Fees and Expenses, any unpaid Rebate Analyst Fees and, pursuant to a
Requisition, anticipated expenses related to work or services already performed, as approved by
the Oversight Agent to the extent that such expenses exceed an amount greater than 10% of the
then current Budget.
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Following the foregoing deposits and/or transfers to and from the Revenue Fund, to the extent
that all such requirements have been satisfied and provided that no Trigger Event has occurred and is
continuing, amounts remaining in the Revenue Fund shall be applied as follows:

(a) to the Subordinate Debt Service Fund, an amount equal to 1/6th of the interest pay-
able on the Subordinate Bonds on the following February 15 or August 15, as the case may be (sub-
ject to pro rata adjustment, as necessary, for deposits prior to the first dates on which such pay-
ments become due);

(b) to the Subordinate Debt Service Fund, an amount equal to 1/12th of the amount nec-
essary to fund the annual principal payable on other subordinate debt of the Borrower with re-
spect toa Project (subject to prorata adjustment, as necessary, for deposits prior to the first dates
on which such payments become due);

(c) to the Series B Reserve Fund, the amount, if any, necessary to meet the Reserve Re-
quirement for the Series B Bonds and to each Reserve Fund established for any Series of Subordi-
nate Bonds to the extent the amount therein is less than the applicable Reserve Requirement, as
provided in the related Loan Agreement;and

(d) topay the Asset Management Fee.

Following the deposits and/or transfers required above, to the extent that all such requirements
have been satisfied and provided that no Trigger Event has occurred and is continuing, amounts remain-
ing in the Revenue Fund shall be transferred to the Surplus Fund, except that upon delivery of a Certifi-
cate of the Asset Manager prior to any transfer to the Surplus Fund, an amount as set forth in the Certifi-
cate of the Asset Manager shall be deposited in the Second Subordinate Debt Service Fund and applied to
pay debt service on the Second Subordinate Bonds, if issued and outstanding at such time.

Deposits into the Bond Fund: Use of Money in the Bond Fund. The Trustee shall deposit in the Bond
Fund when and asreceived:

(a) allaccrued interest, if any, on the sale and delivery of Series A Bonds;

(b) all amounts transferred from the Revenue Fund as described above;

(c) all amounts deposited for the redemption of Series A Bonds; provided that amounts
for the optional redemption of Series A Bonds shall be deposited to the Optional Redemption Ac-
count of the Bond Fund as provided in the Indenture;

(d) any additional security to be deposited in the Bond Fund or any other amounts re-
ceived by the Trustee that are subject to the lien and pledge of the Indenture with respect to the

Series A Bonds (other than Net Proceeds to be deposited in the Net Proceeds Fund); and

(e) Net Proceeds from damage to or the destruction or condemnation of the Projects or
any portion thereof that are tobe applied to the redemption of Series A Bonds.

All amounts deposited in the Bond Fund or the Optional Redemption Account therein for the
redemption of Series A Bonds shall be applied accordingly; all other amounts on deposit in the Bond
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Fund shall be used by the Trustee on each Interest Payment Date for the payment of the principal, man-
datory sinking payments and interest on the Series A Bonds then due.

If on any Interest Payment Date the amount on deposit in the Bond Fund is insufficient to make
the payments or deposits described in the preceding paragraph, the Trustee shall make up any such
shortfall by transferring amounts from the following Funds in the following order of priority for the pay-
ment of debt service on the Series A Bonds:

(a) first, from the Surplus Fund,

(b) second, from the Second Subordinate Debt Service Fund,
(c) third, from the Subordinate Debt Service Fund,

(d) fourth, from the Repair and Replacement Fund, and

(e) fifth, from the Series A Reserve Fund.

Any balance remaining in the Bond Fund on each Interest Payment Date, after making the pay-
ments described in the preceding paragraph, shall be transferred to the Revenue Fund.

Fees Fund. The Trustee shall use amounts in the Fees Fund to pay, on each Interest Payment
Date or the date such fee is due, the Ordinary Trustee Fees and Expenses, the Authority Annual Fee, the
Oversight Agent Fee, the Rating Agency Fee and the Rebate Analyst Fee.

Reserve Fund. All amounts in the Series A Reserve Fund shall be used and withdrawn by the
Trustee for the purpose of making up any deficiency in the Bond Fund for the payment of the Series A
Bonds, as described in clause (d) of the third preceding paragraph. Any amount in the Series A Reserve
Fund in excess of the Reserve Requirement for the Series A Reserve Fund shall be transferred to the Bond
Fund and applied to the payment of principal of and interest on the Series A Bonds. See “Series A Re-
serve Fund” below for more information regarding the Reserve Fund for the Series A Bonds. All amounts
in the Series B Reserve Fund shall be used and withdrawn by the Trustee for the purpose of making up
any deficiency in the Subordinate Debt Service Fund for the payment of the Series B Bonds. Any amount
in the Series B Reserve Fund in excess of the Reserve Requirement for the Series B Reserve Fund shall be
transferred to the Subordinate Debt Service Fund and applied to the payment of principal of and interest
on the Series B Bonds. See “Series B Reserve Fund” below for more information regarding the Reserve
Fund for the Series B Bonds.

Surplus Fund. The amounts on deposit in the Surplus Fund established hereunder will be trans-
ferred by the Trustee to the Bond Fund for the payment of debt service on the Senior Bonds, and other-
wise to the Revenue Fund to be applied to remedy any shortfall in any of the deposits to be made there-
from, in the order of priority set forth in the Indenture. Following computation and deposit of the Rebate
Amount for the preceding Bond Year (if required for such Bond Year) in the Rebate Fund and provided
there is no deficiency in any fund established hereunder, and so long as no Trigger Event has occurred,
upon delivery to the Trustee of the semi-annual Coverage Certificate by the Borrower required under the
Loan Agreement, any moneys in the Surplus Fund shall be released from the lien of the Indenture and
paid to the Borrower upon receipt by the Trustee of a Requisition of the Borrower.
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Repair and Replacement Fund. Amounts in the Repair and Replacement Fund (a) shall be used as
required for the payment of debt service on the Series A Bonds, or (b) shall be disbursed to or at the direc-
tion of the Borrower, upon a Requisition delivered to the Trustee, for the payment of major maintenance
requirements, capital improvements or the replacement of machinery and appliances as necessary to
maintain the condition of the Projects. The Oversight Agent shall approve all such Requisitions delivered
tothe Trustee prior to the disbursement of amounts on deposit in the Repair and Replacement Fund.

Net Proceeds Fund. Net Proceeds held in the Net Proceeds Fund are to be disbursed by the Trustee
for the repair, replacement, restoration or improvement of the Projects or any portion thereof, upon the
receipt by the Trustee from the Borrower of (a) with respect to a replacement or restoration of, or im-
provement to, the Projects in an amount greater than $250,000.00, an architect’s certificate stating that
such repairs, replacements or improvements are practical and necessary, have been completed in sub-
stantial accordance with plans and specifications, and that such repairs, replacements or improvements
comply with all applicable statutes, codes and regulations as applicable to the Projects; (b) a certificate
from the Borrower stating that sufficient money is available to effect such repair, restoration, replace-
ments or improvements; (c) one or more Requisitions, and (d) applicable lien waivers. If the Borrower has
provided an architect’s certificate pursuant to (a) above, the Trustee is to retain ten percent (10%) of the
requested disbursements, to be disbursed upon final completion of the repairs, replacements, restoration
or improvements as certified by an independent architect and receipt of an endorsement to the title pol-
icy or policies for the Projects insuring the continued priority of the lien of the Mortgages.

Impound Fund. Upon receipt by the Trustee of a tax bill, invoice or requisition from the Borrower,
the Trustee shall apply amounts in the Impound Fund to pay the costs of maintaining the insurance on
the Projects pursuant to the Loan Agreement and to pay any ad valorem taxes or paymentsin lieu of taxes
assessed against the Projects.

Bond Fund. The Trustee shall disburse and apply amountsin the Bond Fund only as follows:

(a) On each Interest Payment Date, the Trustee shall apply moneys in the Bond Fund to
pay the interest on the Series A Bonds and on any Additional Bonds issued on a parity with the
Series A Bonds as such shall become due and payable (including accrued interest on any Series A
Bonds and on any Additional Bonds issued on a parity with the Series A Bonds purchased or re-
deemed prior to maturity pursuant to the Indenture).

(b) The Trustee shall apply moneys in the Bond Fund to pay the principal of the Series A
Bonds and of any Additional Bonds issued on a parity with the Series A Bonds as such principal
becomes due and payable.

(c) The Trustee shall apply moneys in the Bond Fund to the redemption of (i) Series A
Bondsin the principal amounts and on the mandatory sinking fund payment dates set forth in the
Indenture, and (ii) to the redemption of any Additional Bonds that are secured on a parity with
the Series A Bonds pursuant to any mandatory sinking fund payments for such Additional Bonds
as specified in the Supplemental Indenture for such Additional Bonds.

Any moneys which have been deposited in the Bond Fund for application to any of the foregoing
mandatory sinking fund payments, and which are not needed for the payment of interest on the Series A
Bonds, shall be applied by the Trustee, if the Trustee is directed to do soin a Request of the Borrower re-
ceived prior to the selection of Series A Bonds for redemption, to the purchase of the applicable Series A
Bonds as and when and at such prices (including brokerage and other charges but excluding accrued in-
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terest) as the Borrower may in its discretion determine, except that the purchase price (excluding ac-
crued interest) shall not exceed the par value of such Series A Bonds. Any Series A Bonds so purchased
with moneys designated for a mandatory sinking fund payment shall be applied, to the extent of the full
principal amount thereof, toreduce said mandatory sinking fund payment. All Series A Bonds purchased
pursuant to this paragraph shall be cancelled by the Trustee and destroyed.

If the Borrower shall deposit Series A Bonds of the applicable maturity with the Trustee at least
sixty (60) days before any mandatory sinking fund payment date with respect to Series A Bonds of such
maturity, together with instructions to the Trustee to apply the principal amount of such Series A Bonds
so delivered to the mandatory sinking fund payment due on that date with respect to Series A Bonds of
that maturity, such Series A Bonds shall be applied, to the extent of the full principal amount thereof| to
reduce said mandatory sinking fund payment. All Series A Bonds deposited pursuant to the provisions of
this paragraph shall be cancelled by the Trustee and destroyed.

In the event that the Borrower makes an optional prepayment of the Loan pursuant to the Loan
Agreement to be applied to the redemption of Series A Bonds as identified by the Borrower pursuant to
the Loan Agreement, such prepayment shall be forthwith deposited in the Optional Redemption Ac-
count within the Bond Fund and shall be applied thereafter to the redemption of Series A Bonds as
promptly as practicable in accordance with the provisions of the Indenture. In the event of an optional
redemption, the Borrower shall provide to the Trustee, on behalf of the Authority, a revised sinking fund
schedule giving effect to the optional redemption so completed.

Series A Reserve Fund. All amounts in the Series A Reserve Fund are irrevocably pledged by the
Indenture to the payment of the interest and premium, if any, and principal of the Series A Bonds. All
amounts in the Series A Reserve Fund shall be used and withdrawn by the Trustee solely for the purpose
of making up any deficiency in the Bond Fund, including amounts for the payment or redemption of all
Series A Bonds then Outstanding. The Reserve Requirement with respect to the Series A Reserve Fund
is, as of any date of calculation, an amount equal to the least of (a) 125% of the average annual debt service
on the Series A Bonds as of the Closing Date, (b) Maximum Annual Debt Service on the Series A Bonds
Outstanding as of such date, or (c) 10% of the initial offering price of the Series A Bonds. As of the date of
issuance of the Series A Bonds, the Reserve Requirement for the Series A Bonds is $4,849,737.50.

If at any time the amount on deposit in the Series A Reserve Fund is less than the Reserve Re-
quirement for the Series A Bonds due to a transfer to the Series A Bond Account to make up any defi-
ciency therein, the Trustee shall make the deposits from the Revenue Fund in the amounts and at the
times required to satisfy such deficiency; provided, however, such deposits shall be at the times and in the
amounts provided in the related Loan Agreement. The Trustee shall notify the Authority and the Bor-
rower immediately of any transfer from the Series A Reserve Fund to the Bond Fund. The Trustee shall
determine the value of the investments credited to each account of the Reserve Fund no less frequently
than semiannually (on or before January 15 and July 15 of each year), at the market value thereof. If such
value is less than the Reserve Requirement for a Series of Bonds, the Trustee shall immediately notify the
Borrower of the amount of the deficiency, and shall make the deposits at the times and in the amounts
required to satisfy such deficiency. In making any valuations of investments hereunder, the Trustee may
utilize and rely upon such pricing or valuation services as may be available toit, including those within its
regular accounting system.

Series B Reserve Fund. All amounts in the Series B Reserve Fund are irrevocably pledged by the

Indenture to the payment of the interest and premium, if any, and principal of the Series B Bonds. All
amounts in the Series B Reserve Fund shall be used and withdrawn by the Trustee solely for the purpose
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of making up any deficiency in the Subordinate Debt Service Fund, including amounts for the payment or
redemption of all Series B Bonds then Outstanding. The Reserve Requirement with respect to the Series
B Reserve Fund is, as of any date of calculation, an amount equal to the least of (a) 125% of the average an-
nual debt service on the Series B Bonds as of the Closing Date, (b) Maximum Annual Debt Service on the
Series B Bonds Outstanding as of such date, or (c) 10% of the initial offering price of the Series B Bonds. As
of the date of issuance of the Series B Bonds, the Reserve Requirement for the Series B Bonds is
$872,162.50.

If at any time the amount on deposit in the Series B Reserve Fund is less than the Reserve Re-
quirement for the Series B Bonds due to a transfer to the Subordinate Debt Service Fund to make up any
deficiency therein, the Trustee shall make the deposits from the Revenue Fund in the amountsand at the
times required to satisfy such deficiency; provided, however, such deposits shall be at the times and in the
amounts provided in the related Loan Agreement. The Trustee shall notify the Authority and the Bor-
rower immediately of any transfer from the Series B Reserve Fund to the Subordinate Debt Service Fund.
The Trustee shall determine the value of the investments credited to each account of the Reserve Fund
no less frequently than semiannually (on or before January 15 and July 15 of each year), at the market value
thereof. If such value is less than the Reserve Requirement for a Series of Bonds, the Trustee shall imme-
diately notify the Borrower of the amount of the deficiency, and shall make the deposits at the times and
in the amounts required to satisfy such deficiency. In making any valuations of investments hereunder,
the Trustee may utilize and rely upon such pricing or valuation services as may be available to it, includ-
ing those within its regular accounting system.

Project Fund. The Indenture establishes a Project Fund to be held by the Trustee and to be
funded with a portion of the proceeds of the Series A Bonds and a portion of the proceeds of the Series B
Bonds. Amounts in the Project Fund may be withdrawn at any time by the Borrower upon submission to
the Trustee Certificate of the Borrower which sets forth the amount to be withdrawn and which certifies
that the amount is needed to pay costs of the 2014 Projects. Once all amounts in the Project Fund have
been withdrawn, the Project Fund will be closed.

The Loan; Loan Payments; Additional Payments.

Loan. The Authority agrees to loan to the Borrower the proceeds received by the Authority from
the sale of the Bonds, excluding any accrued interest, by causing such proceeds to be deposited with the
Trustee for disposition as provided in the Indenture. The obligation of the Authority to make the Loan
shall be deemed fully discharged upon the deposit of the proceeds of the Bonds with the Trustee.

Deposit of Net Revenues. All Net Revenues shall be deposited with the Trustee by the Borrower or,
at the direction of the Borrower, a Manager, not later than the fifteenth Business Day of the month follow-
ing receipt thereof. The Net Revenues shall be used to pay, throughout the Term, the Loan Payments
and all other amounts provided in the Loan Agreement and described below, in such lawful money of the
United States of America as at the time of payment shall be legal tender for the payment of public and
private debts. All deposits of Net Revenues shall be made at the corporate trust office of the Trustee, or at
such other location as shall be designated in writing by the Trustee to the Borrower.

Loan Payments. The Net Revenues shall be used to pay, among other things, the following
amounts (which collectively constitute the “Loan Payments”):

(1) until such time as the principal of and the premium, if any, and interest, the Bonds
shall have been paid in full, or provisions made for such full payment in accordance with the pro-
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visions of the Indenture, an amount equal to the aggregate amount of interest payable by the
Authority on the then Outstanding Bonds, on the next succeeding Interest Payment Date (sub-
ject to prorata adjustment for payments prior to the first Interest Payment Date), and an amount
equal tothe principal amount or mandatory sinking payments with respect to the Bonds; and

(2) on or before any redemption date, such amounts as shall, together with any other
money available therefor, be sufficient to pay all amounts, if any, required to redeem the Bonds
pursuant to the provisions of the Indenture, including any related redemption premium.

Additional Payments. The Net Revenues shall from time to time also be used to pay the following
costs and expenses (which collectively constitute the Additional Payments), to the extent such costs and
expenses are not paid from the proceeds of the sale of the Bonds:

(1) Ordinary Trustee Fees and Expenses and Extraordinary Trustee Fees and Expenses,
payable to the Trustee for services or indemnity under the Indenture and the Borrower Docu-
ments (including services in connection with the administration and enforcement thereof and
compliance therewith), and the fees and other costs, including reasonable counsel fees, incurred
for services of any banking institution designated as an additional Paying Agent;

(2) all fees and other costs of the Authority, including without limitation the Authority
Issuance Fee and the Authority Annual Fee, reasonable fees and expenses of counsel to the
Authority, not otherwise paid under the Loan Agreement or the Indenture, related to the issu-
ance of the Bonds and by reason of its refinancing of the Projects or in connection with its admini-
stration and enforcement of, and compliance with, the Bond Documents, the Borrower Docu-
ments, or otherwise in connection with the Projects;

(3) all fees and other costs incurred for services of such attorneys, independent consult-
ants and independent accountants as are employed by the Authority or the Trustee, with notice
tothe Borrower, to perform services required pursuant tothe Loan Agreement or the Indenture;

(4) all fees and expenses of the Rating Agency, the Rebate Analyst, and if a deposit is re-
quired to be made to the Rebate Fund as a result of any calculation made pursuant to the Inden-
ture, the amount of such deposit, which shall be deposited in the Rebate Fund not later than the
tenth day of the calendar month immediately following the date on which such calculation was
made pursuant tothe Indenture;

(5) amounts sufficient to maintain balances in the Repair and Replacement Fund and the
Series A Reserve Fund and the Series B Reserve Fund equal to the Repair and Replacement
Fund Requirement and the applicable Reserve Requirement, respectively; subject to, in the case
of the Series A Reserve Fund and the Series B Reserve Fund, the second succeeding paragraph;

(6) amounts sufficient to pay all required payments of property taxes, assessments or
payments in lieu of property taxes, if any, plus all premiums required to maintain the insurance

coverage required pursuant tothe Loan Agreement;

(7) all fees and expenses of the Oversight Agent incurred for services provided pursuant
tothe Indenture or the Loan Agreement;
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(8) all amounts advanced by the Authority or the Trustee under authority of the Loan
Agreement or the Indenture that the Borrower are obligated torepay; and

(9) the Asset Management Fee.

All such payments shall be made by the Borrower from Net Revenues or other funds of the Bor-
rower for payment to the Person or Persons entitled to such payments or for deposit to the appropriate
fund or account held by the Trustee under the Indenture in the order specified in the Indenture.

The Borrower agrees to make payments sufficient to restore the Series A Reserve Fund and the
Series B Reserve Fund as described in paragraph (5) above to its respective Reserve Requirement (a) in
not less than twelve (12) consecutive equal monthly installments beginning in the month following any
withdrawal from the Series A Reserve Fund or the Series B Reserve Fund which causes the amount
therein to be less than the Reserve Requirement for the applicable Reserve Fund, or (b) in four consecu-
tive equal monthly installments following any calculation of the value of the Series A Reserve Fund or the
Series B Reserve Fund at an amount less than the applicable Reserve Requirement; provided, however,
that the Borrower shall direct the Trustee to apply such amounts first to the Series A Reserve Fund, and
second to the Series B Reserve Fund.

Failure to Make Payments. In the event the Borrower shall fail to deposit, or fail to cause to be de-
posited, with the Trustee any Net Revenues, the Loan Payments or other payments required under the
Loan Agreement not paid from such Net Revenues or other funds of the Borrower shall continue as an
obligation under the Loan Agreement until the amount in default shall have been fully paid.

In the event the Net Revenues deposited with the Trustee in any six consecutive month period
are less than 90% of the amount set forth in the annual Project budget required to be submitted by the Bor-
rower to the Oversight Agent under its Loan Agreement, the Borrower shall, concurrently with its trans-
fer of Net Revenues to the Trustee in such second consecutive month, provide a written notice of expla-
nation for the variance to the Oversight Agent and, upon written request of the Oversight Agent, the Bor-
rower shall submit a written report, within thirty (30) days of such request, with recommendations to the
Oversight Agent with respect to the ability of the Borrower and its recommendations as to how it will sat-
isfy the amounts contemplated in the final annual budget. The Oversight Agent shall review the Bor-
rower’s written recommendations and submit comments to the Borrower. The Oversight Agent shall
notify the Authority in the event the Borrower shall not comply substantially with the recommendations
submitted by the Borrower (and as commented on by the Oversight Agent). In such event, the Authority,
based on such advice as it may deem appropriate, may direct the Borrower to remove the Manager of the
Projects and approve a new Manager acceptable to the Authority.

Pledge of Gross Revenue Fund. The Borrower agrees that, as long as any of the Bonds remain Out-
standing or any Additional Payments remain unpaid, all of the Gross Revenues shall be deposited as soon
as practicable upon receipt thereofin a fund or funds designated as the “Gross Revenue Fund” which the
Borrower has established and maintains, and shall continue to maintain in an account or accounts at such
banking institution or institutions acceptable to the Authority, as the Borrower shall from time to time
designate in writing to the Trustee for such purpose (herein each called a “Depository Bank”) pursuant
to a Control Agreement. Subject to the provisions of the Loan Agreement permitting the application
thereof for the purposes and on the terms and conditions set forth herein, the Borrower hereby pledges,
and to the extent permitted by law, grants a security interest to the Trustee, as assignee of the Authority
(for the benefit of the Holders), in the Gross Revenue Fund and all of the Gross Revenues to secure the
payment of the Loan Payments and Additional Payments and the performance by the Borrower of its
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other obligations under the Loan Agreement. The Borrower shall (i) cause to be filed Uniform Commer-
cial Code financing statements; (ii) enter into the Control Agreement with the Trustee and each Deposi-
tory Bank, and (iii) execute and deliver such other documents (including, but not limited to, control
agreements and continuation statements) as may be necessary or reasonably requested by the Trustee or
the Authority in order to perfect or maintain as perfected such security interest. In furtherance of the
foregoing requirement, the Borrower shall cause to be filed appropriate continuation statements during
the period ninety (90) days preceding each fifth anniversary of the initial delivery of the Bonds unless the
Borrower provides to the Trustee, not later than the fifth day next preceding each such fifth anniversary,
an opinion of counsel acceptable to the Trustee and the Authority to the effect that no continuation
statements need be filed in order to maintain the perfection of such security interest until the next suc-
ceeding fifth anniversary of the initial delivery of the Bonds.

Obligations of Borrower Unconditional. The Borrower shall pay to or upon the order of the Author-
ity, at or before the time when payable by the Authority, all costs and liabilities incurred by the Authority,
including without limitation fees and expenses of counsel to the Authority, in connection with the issu-
ance of the Bonds and the making of the Loan to the Borrower, or otherwise as a result of the transactions
contemplated by the Borrower Documents or the Indenture.

The obligations of the Borrower to make the payments required under the Loan Agreement de-
scribed above and to perform and observe any and all of the other covenants and agreements on its part
contained therein, shall be absolute and unconditional irrespective of any defense or any rights of setoff,
recoupment, or counterclaim which the Borrower may otherwise have against the Authority. The Bor-
rower shall not: (i) suspend, discontinue, or abate any payment required by the Loan Agreement (except
as provided therein); (ii) fail to observe any of its other covenants or agreements in the Loan Agreement;
or, (iii) terminate the Loan Agreement for any cause whatsoever (except as provided therein), including
without limiting the generality of the foregoing, failure of the Borrower or any other Person to occupy and
use, or to continue to occupy and use, the Projects as contemplated by the Loan Agreement, or otherwise;
any defect in the title, design, operation, merchantability, fitness or condition of the Projects or in the
suitability of the Projects for the purposes or needs of the Borrower, or any other Person; failure of consid-
eration; destruction of or damage to the Projects or any part thereof; commercial frustration of purpose;
the taking by condemnation of title to or the use of all or any part of the Projects; any change in the taxa-
tion or other laws of the United States of America or of the State or any political subdivision of either, any
declaration or finding that the Bonds, the Indenture, or any portion of the Loan Agreement are invalid or
unenforceable, and, any failure of the Authority to perform and observe any agreement, whether ex-
pressed or implied, or any duty, liability, or obligation arising out of or in connection with the Indenture,
the Loan Agreement or otherwise.

Notwithstanding anything in the Loan Agreement to the contrary, the liability of the Borrower
under the Loan Agreement to any person or entity, including, but not limited to, the Trustee or the
Authority and their successors and assigns, is limited to the Gross Revenues, the Borrower’s interest in
the Projects, the Trust Estate and the amounts held in the funds and accounts created under the Inden-
ture, or any rights of the Borrower under any guarantees relating to the Projects, and such persons and
entities shall look exclusively thereto, or to such other security as may from time to time be given for the
payment of obligations arising out of the Loan Agreement or any other agreement securing the obligations
of the Borrower with respect to the Loan or the Bonds.

See APPENDIX D—SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - The Loan Agree-
ment for information relating to the various covenants of the Borrower, including its obligation to manage
the Projects, its obligation to provide for the payments of Operating Expenses, its obligation to insure the

-24-



Projects, its obligation to prepare reports and budgets and its obligation to operate the Projects (including
obligations under the Regulatory Agreements) and certain financial covenants, including the incurrence
ofadditional indebtedness.

Security for the Loan; Mortgages

As security for the Loan, the, Borrower shall execute and deliver to the Authority the Mortgages.
The Borrower acknowledges in the Loan Agreement that the Authority will assign its interests in the
Mortgages tothe Trustee for the benefit of the Bondholders pursuant to the terms of the Indenture.

Additional Bonds

In addition to the Series A Bonds and the Series B Bonds, the Authority may, by Supplemental
Indenture, establish one or more series of bonds of equal rank and parity with the Series A Bonds, or the
Series B Bonds, as applicable, and a series of Second Subordinate Bonds if requested by the Borrower, and
the Authority may issue, and the Trustee may authenticate and deliver to or upon the order of the
Authority, bonds of any series so established, in such principal amount as shall be determined by the
Authority, but only upon compliance by the Authority with the applicable provisions of the Indenture,
and subject to the following specific conditions, which are made conditions precedent to the issuance of
any such Additional Bondsin the Indenture:

(a) Such additional series of Bonds shall have been issued to provide for the acquisition,
construction or installation of housing facilities which qualify for financing within the provisions
of the Act (herein called a “Project”) and for which financing has been requested from the
Authority. The refunding of any Obligations of the Borrower shall be included in the definition of
“Project,” to the extent that the proceeds of such Obligations were used to provide housing fa-
cilities which qualify for financing under the Act.

(b) No default or Event of Default as defined in the Indenture shall have occurred and be
continuing, and no default or Event of Default will occur as a result of the issuance of such Addi-
tional Bonds or the application of the proceeds thereof in accordance with the Supplemental In-
denture pursuant to which they are to be issued.

(c) The Supplemental Indenture authorizing the issuance of such Additional Bonds shall
require that the proceeds of the sale of such Additional Bonds shall be applied to the financing of
Costs and other expenses incidental thereto, including Costs of Issuance, fees and expenses of the
Trustee which may include fees and expenses of outside counsel and internal counsel to the
Trustee, and similar expenses. Such Supplemental Indenture may also provide that a portion of
such proceeds shall be applied to the payment of interest due or to become due on such Addi-
tional Bonds for a period not exceeding one year. Such Supplemental Indenture shall require the
establishment of a Reserve Fund meeting the Reserve Requirement forthwith upon the receipt of
the proceeds of the sale of such Additional Bonds. Such funding of a Reserve Fund for the Addi-
tional Bonds may be made from such proceeds or by the Borrower or from both such sources, as
provided in such Supplemental Indenture. Such Supplemental Indenture may provide for the
establishment of separate funds and accounts for such Additional Bonds, including but not lim-
ited toa separate rebate account for such Additional Bonds.

(d) The Borrower and the Authority shall have executed amendments or supplements to
the Loan Agreement or a supplemental loan agreement which requires payments by the Bor-
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rower at such times and in such manner as may be necessary to provide for full payment of the
principal, interest, and premium, if any, on such Additional Bonds as such payments become
due.

(e) The Additional Bonds may bear interest at fixed or variable interest rates and shall be
payable as to principal and interest and shall have such provisions for redemption as are specified
in the Supplemental Indenture authorizing the issuance of such Additional Bonds.

(f) The issuance of Additional Bonds under the Indenture shall be in addition to, and in
no way a limitation on, the Borrower’s ability to enter into and incur Obligations of any kind or
character to any lender or counterparty, whether as secured Obligations or Obligations subordi-
nate to any Bonds; provided, however, that such Obligations do not cause the Borrower to be in
violation of any provision of the Indenture or the Loan Agreement, and otherwise meet the provi-
sions of any applicable limitation on additional indebtedness pursuant to the Loan Agreement.

() Nothing in the Indenture shall prevent or be construed to prevent the Supplemental
Indenture providing for the issuance of Additional Bonds from pledging or otherwise providing,
in addition to the security given or intended to be given by the Indenture, additional security for
the benefit of all Bonds, such Additional Bonds, or any portion of such Additional Bonds.

Upon the execution and delivery to the Trustee of a Supplemental Indenture providing for Addi-
tional Bonds, the following documents shall be filed with the Trustee and the Authority:

(i) an Opinion of Bond Counsel stating that (A) such counsel has examined the Supple-
mental Indenture and such Supplemental Indenture is permitted or authorized by the terms of
the Indenture; (B) the execution and delivery of the Additional Bonds have been duly authorized
by the Authority; (C) the Additional Bonds, when duly executed by the Authority and authenti-
cated and delivered by the Trustee, will be valid and binding limited obligations of the Authority;
and (D) the issuance of the Additional Bonds will not cause the interest on any previously Out-
standing Tax-Exempt Bonds, including the Series A Bonds and the Series B Bonds, to be includ-
able in the gross income of Holders thereof pursuant to Code Section 103(a) for federal income tax
purposes; and

(ii) a Certificate of the Borrower certifying that the requirements of any covenant regard-
ing the issuance of Additional Bonds set forth in an Agreement have been met and that for each of
the two Fiscal Years succeeding the completion or acquisition of the Project to be financed or re-
financed (in the case of a refunding), the Debt Service Coverage Ratio with respect to all Senior
Bonds or parity Obligations to be outstanding after the issuance of such Additional Bonds or par-
ity Obligations will not be less than 1.35 to 1, and the Debt Service Coverage Ratio with respect to
all Senior Bonds, parity Obligations and Subordinate Bonds to be outstanding immediately after
the issuance of such Additional Bonds or additional parity Obligations will not be less than 1.10 to
1, based upon and supported by audited financial statements.

See APPENDIX D—SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - The Indenture of
Trust - Additional Bonds” for more information regarding the issuance of Additional Bonds.
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RISKFACTORS

The following factors, which represent certain risk factors that have been identified at this time, should be
considered along with all other information in this Official Statement by potential investors in evaluating the in-
vestment quality of the Series A Bonds. There can be no assurance made that other risk factors will not become evi-
dent at any future time. Potential investors are advised to consider the following factors along with all other informa-
tion in this Official Statement in evaluating the investment quality of the Series A Bonds. The following is not
meant to be an exhaustive listing of all the risks associated with the purchase of the Series A Bonds. Moreover, the
order of presentation of risk factors does not necessarily reflect the order of their importance.

Series A Bonds Are Limited Obligations of the Authority

The Series A Bonds are special limited obligations of the Authority, payable solely from and se-
cured as to the payment of the interest on, and the principal of, in accordance with their terms and the
terms of the Indenture, from Pledged Revenues and other funds as provided therefor in the Indenture.
The Series A Bonds are not a debt of the Authority, or the State or any of its political subdivisions within
the meaning of any constitutional or statutory debt limitation, nor in any event shall the Series A Bonds
be payable out of funds or properties other than as described in the preceding sentence.

Revenues, as defined in the Indenture, consist primarily of payments to be made by the Borrower
under the Loan Agreement. The obligations of the Borrower (or any future owner of the Projects) under
the Loan Agreement are not enforceable personally against the Borrower and such obligations are secured
only by the properties and liens specifically conveyed or encumbered as security therefor, consisting of the
Projects. No representation or assurance can be given that the Projects will generate sufficient revenues
to enable the Borrower to meet its payment obligations under the Loan Agreement. In the event that the
Borrower defaults in its obligations, payment of the principal of and interest on the Series A Bonds will be
payable from amounts on deposit in the Reserve Fund for the Series A Bonds and from amounts, if any,
available in certain other funds held by the Trustee under the Indenture. See APPENDIX D—
SUMMARY OF THE PRINCIPAL LEGAL DOCUMENTS - The Indenture of Trust.

Loan Payments Non-Recourse

The Borrower agrees in the Loan Agreement to repay the Loan from Net Revenues. The Loan is
secured by a pledge of Gross Revenues and a security interest in the Projects pursuant to the terms of the
Mortgages. Neither the Borrower’s directors, officers, employees and agents, nor its sole member, has or
is intended to have any liabilities under or in respect of the Loan Agreement, the Indenture, the Mort-
gages, the Regulatory Agreements or any of the other documents or transactions contemplated by any of
them.

Loan Payments Not Preference Proof
Payments by the Borrower on the Loan are not subject to aging requirements for purposes of satis-
fying the preference-proofing requirements of federal bankruptcy laws. In the event of bankruptcy of the

Borrower, payments to Series A Bondholders within 123 days (one year in certain cases) prior to the date
of such bankruptcy may be subject to disgorgement and other preference restrictions.
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Restrictions Under the Regulatory Agreements; Rent Control Ordinance

In certain circumstances, rent increases for certain of the Spaces (as defined in the Regulatory
Agreements) in the Projects are subject to the rules and procedures set forth in the Regulatory Agree-
ments. See APPENDIX A—INFORMATION REGARDING THE BORROWER AND THE
PROJECTS. Under the Regulatory Agreements, the Borrower is obligated torent not less than 20% of the
Spacesin the Projects to Very Low Income Residents (all as defined in the Regulatory Agreements). The
monthly rental rate which the Borrower may charge Very Low Income Residents is also restricted in
some cases by the Regulatory Agreements, as is the rate at which rental rates for Very Low Income Resi-
dents may be increased. See APPENDIX D—SUMMARY OF PRINCIPAL LEGAL DOCUMENTS -
The Regulatory Agreements. These provisions place a limit on the rental rates for some of the Spaces, and
thus may limit the amounts available to pay debt service on the Series A Bonds. See APPENDIX D—
SUMMARY OF PRINCIPAL LEGAL DOCUMENTS—The Regulatory Agreements. These restric-
tions have the effect of limiting the market for restricted Spaces in the Projects in that certain otherwise
eligible tenants are excluded on the basis of the restrictions, and also limit the monthly rental and rental
increases which may be charged for restricted Spaces. In the event of an economic downturn, the “Area
Median Gross Income,” on the basis of which certain rent ceilings are to be calculated, is likely to decline,
causing a decline in the monthly rental which the Projects is able to realize for certain restricted Spaces.
See APPENDIX D—SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - The Regulatory Agree-
ments.

Certain of the Projects are also subject torestrictions imposed by prior regulatory agreements. See
APPENDIX A—INFORMATION REGARDING THE BORROWER AND THE PROJECTS.

Certain of the Projects are also subject to rent control ordinances that restrict the possible in-
creases in rents for the Spaces in the Projects. See APPENDIX A—INFORMATION REGARDING
THE BORROWER AND THE PROJECTS.

Risk of Taxability

The failure of the Borrower or the Manager to abide by the covenants and conditions of either the
Regulatory Agreements or the Loan Agreement may cause the interest on the Series A Bonds to become
includable for federal income tax purposes in the gross income of owners of the Series A Bonds, in some
cases retroactive to the date of issuance of the Series A Bonds. There is no provision in the Series A Bonds
or the Indenture for an acceleration of the Series A Bonds or the payment of additional interest in the
event interest becomes so includable, and the Authority is not liable for any claims or damages resulting
from any such includability in gross income. While failure to comply with the tax covenants of the Loan
Agreement and the Regulatory Agreements is an event of default which will entitle the Trustee toaccel-
erate the Loan and commence foreclosure proceedings, pursuit of such remedies is subject to delays as a
result of bankruptcy, limits on creditor’s remedies and other practical considerations. There can be no
assurance that such remedies will be achieved or proceeds of such remedies will be adequate to fund a re-
demption of all or part of the Series A Bonds following the Borrower’s noncompliance with such tax cove-
nants, or that the Authority will be able to compel compliance in a timely manner to avoid an event of
taxability described above. See APPENDIX D—SUMMARY OF PRINCIPAL LEGAL DOCUMENTS -
The Regulatory Agreementsand “TAX MATTERS.”

In the event of foreclosure and sale of the Projects, there can be no assurance that the purchase
thereof will not render the Series A Bonds ineligible for continued tax-exempt status.
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Conditions Which May Affect Borrower’s Ability to Pay

Numerous conditions, which are not accurately predictable, could have an impact upon the
revenues and expenses of the Borrower and, as a result, upon its ability to make timely payment under the
Loan Agreement. In particular, the ability of the Projects to generate revenues and sufficient rental in-
come to pay all interest on and principal of the Series A Bonds as due will depend on maintaining a high
occupancy rate, and sustaining the rental rates, in the Projects. Factors that may affect the ability of the
Borrower to lease the mobile home sites of the Projects and thus generate sufficient income include the
demand for mobile home facilities in the market area, the availability and costs of other competing hous-
ing facilities and the ability of potential residents to meet payments.

The ability of the Borrower to generate sufficient income in the future will also depend upon
other factors which cannot be predicted with any assurance. Such factors include general and local eco-
nomic conditions which may affect demand for mobile home units. Units such as those which form the
Projects are subject to rising operating costs, fluctuating occupancy levels, adverse economic conditions
and changes in neighborhood preferences. The ability of the Borrower to generate sufficient income will
depend on its ability tolease the Spaces promptly and maintain occupancy.

The Borrower’s ability to meet its obligations could also be affected by its other corporate activi-
ties unrelated to the Projects. The Borrower expects to acquire additional mobile home parks in the fu-
ture. See APPENDIX A—INFORMATION REGARDING THE BORROWER AND THE
PROJECTS.

The Appraisals. The Appraisals are based upon certain assumptions, limiting conditions, certifi-
cations and definitions set forth therein. An appraisal is only an estimate as to value as of the specific date
stated therein. As an estimate, an appraisal is not a measure of realizable value and may not reflect the
amount which would be received if the property which is the subject of the appraisal is sold. The Ap-
praisals should be read in their entirety for an understanding of the assumptions and rationale which un-
derlie their conclusions. The Authority makes norepresentation as to the accuracy or completeness of the
Appraisals.

Leasing and Income Risks. The availability of sufficient operating income to pay the obligations of
the Borrower with respect to the Loan Agreement is subject to the ability of the Borrower to establish ap-
propriate rental rates for, and the continuing ability to rent Spaces in, the Projects, subject to the limita-
tions of the Regulatory Agreements and the respective municipality’s rent control ordinance, if any. Any
constraint on rental increases due to regulatory (including, but not limited to, rent control) or market
demand factors that limit or inhibit annual rent increases may adversely affect the Borrower’s ability to
cover expenses and financing costs of the Projects.

Projected Operating Results of the Projects. The cash flow projections of the Projects (see APPENDIX
A—INFORMATION REGARDING THE BORROWER AND THE PROJECTS) are based upon cer-
tain assumptions, limiting conditions, certifications and definitions as set forth under such captions.
There can be no assurance that the projected results contained therein will approximate actual results or
that any projected results will continue beyond the projection period.

Operation of the Projects. The primary source of payment of the Loan is the Project revenues avail-
able after payment of operating expenses of the Projects. Accordingly, the Series A Bondholders are ex-
posed to the risk that, if the expected operating cash flow is not achieved, actual payments of the Bor-
rower pursuant to the Loan Agreement may be insufficient to timely pay all amounts due on the Loan. In
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the event that interest and principal are not paid with respect to the Loan, or only partially paid, there
will be insufficient Revenues to make scheduled principal and interest payments to Series A Bondholders
and the Trustee may be required to draw on amounts in the Series A Reserve Fund to make up such defi-
ciencies. Once amounts in the Series A Reserve Fund have been depleted, payments of principal and in-
terest on the Series A Bonds may be delayed or unpaid.

The availability of revenues of the Projects to make Loan Payments could be adversely affected by
a failure or inability to (i) continue to rent or lease the Spaces in the Projects at the rental rates expected
by the Borrower, and (ii) to maintain the operating expenses and capital expenses at or below the level
expected by the Borrower.

Risks Associated with Operating Expenses. An extended period of inflation may cause the rate of in-
creases in operating expenses to outpace the ability to raise rents. In addition, any underestimation by the
Borrower in the operating expenses of the Projects may materially affect its projections of the operating
income of the Projects. The consequences of this risk are similar to a deterioration in the base rental in-
come and would adversely affect Project revenues. The Borrower has committed no other resources out-
side of the revenues generated from the Projects to repay the Loans and to pay increased operating ex-
penses.

The deterioration and replacement of capital items is not predictable with certainty and real es-
tate properties such as the Projects may encounter a periodic need for capital for the repair or replace-
ment of capital items beyond any available funds in the Repair and Replacement Fund established under
the Indenture (see “SECURITY FOR THE SERIES A BONDS—Creation of Funds and Accounts—
Repair and Replacement Fund”). In such event, the Borrower will either have to seek additional debt
capital from third party lenders or pay for such capital replacement and improvement out of residual cash
flow from the Projects, if any. The Authority has no obligation with respect to any operating, reserve or
capital expenses of the Projects and no assurance can be given that such moneys will be obtained. If not,
the viability of the Projects may be adversely affected over time.

Risks Associated with Other Expenses. To the extent there are any expenditures required to main-
tain the Projects that are not foreseen by the Borrower, any uninsured losses, or additional property taxes
due on the Projects as a result of a change in the law, regulation or interpretation of a court of competent
jurisdiction, the only source of moneys to pay such expenses would be additional resources available to the
Borrower. The Borrower has pledged no assets, other than the Project revenues, to make debt service
payments and to pay for operating expenses. Accordingly, the Borrower may be unwilling or unable to pay
for such additional expenditures.

Risks Associated with the Management of the Projects. A disruption in management continuity may
temporarily impact the operations of the Projects. In addition, a new manager of the Projects may not
have the same ability to realize rental increases or to contain operating expenses as the current manager.
If authorized compensation to the management agent proves to be inadequate, the Borrower may have
difficulty securing quality management. If no other money than approved amounts are available to pay
such increased costs, the quality and revenues of the Projects could be adversely affected.

The Mortgages. The Borrower has executed the Mortgages in favor of the Trustee to secure the
Borrower’s obligations under the Loan Agreement. Because the Borrower may have limited financial as-
sets, and because the Borrower is not personally liable for the amounts owing under the Loan Agreement
(other than the indemnity and for certain fees as provided thereunder), if there is a default under the
Loan Agreement, the primary remedy of the Trustee is to foreclose on the real and personal property se-
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curity granted pursuant to the Mortgages and related documents. All amounts collected upon foreclosure
of the Projects pursuant to the Mortgages will be used to pay amounts owing under the Loan Agreement
pursuant to the provisions of the Mortgages.

Value of Projects; Economic Feasibility

The economic feasibility of the Projects depends in large part upon the Spaces in the Projects be-
ing substantially occupied. The Borrower is required by the Regulatory Agreements, among other things,
to have at least 20% of the Spaces in the Projects occupied (or treated as occupied) by persons whose in-
come for federal tax law purposes does not exceed 50% of area median gross income adjusted for family
size, as published by HUD. In addition, other income and rental rate restrictions apply. See APPENDIX
D—SUMMARY OF PRINCIPAL LEGAL DOCUMENTS—The Regulatory Agreements and “RISK
FACTORS—Restrictions Under the Regulatory Agreements; Rent Control Ordinance.” There can be
no assurance that the Borrower will be able to rent Spaces to comply with these requirements or at rental
rates which will enable it to make timely payments under the Loan Agreement.

There can be no assurance that the appraised value would be realized upon sale of the Projects. In
the event of a forced sale of the Projects due to economic distress, the amount realized upon such distress
sale would likely be less than its fair market value. Furthermore, there can be no assurance that funds suf-
ficient to pay the principal amount of the Series A Bonds at maturity or earlier redemption could be ob-
tained through the sale or refinancing of the Projects.

The Borrower believes that proceeds from the foreclosure of the Projects would be sufficient to
pay the principal of and interest on the Series A Bonds. Such payments will, however, be additionally se-
cured by the Series A Reserve Fund and by certain other funds held by the Trustee, ifavailable.

Competing Facilities

Facilities may be financed, developed, constructed and operated by any party that could compete
with the Projects for tenants. In addition, the Appraisals identify other mobile home parks in the vicinity
of the Projects (see APPENDIX C—THE APPRAISALS). The existence of competing facilities could
adversely affect occupancy and revenues of the Projects.

Risks of Ownership of Real Property

The Series A Bondholders will be subject to the risks generally incident to an investment in real
estate, including, without limitation: (i) the uncertainty that the Projects will produce sufficient reve-
nues to enable the Borrower to make timely payments pursuant to the terms of the Loan Agreement; (ii)
adverse changes in local market conditions, such as changes in the market value of real property in the
vicinity of the Projects, the supply of or demand for competitive properties in such area, and the market
value of the Projects in the event of sale or foreclosure; (iii) changes in interest rates and the availability of
financing moneys that may render any refinancing or sale of the Projects difficult, unattractive, or impos-
sible; (iv) changes in real estate tax rates and other operating expenses, governmental rules (including,
without limitation, zoning laws) and fiscal policies; and (v) natural disasters (including, without limita-
tions, earthquakes and floods), which may result in uninsured losses.

The Series A Bondholders will be subject to the risk that the Projects will be unable to attract and

retain tenants as a result of adverse changes affecting the Projects, the local real estate market or other
factors, including the restrictions on the Projects imposed under the Regulatory Agreements and the re-
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spective municipality’s rent control ordinance, if any. Such inability to attract and retain tenants would
result in a decline in rental income and may affect the ability of the Borrower to make timely payments
due under the Loan Agreement. There can be no assurance that the Projects will generate sufficient
revenue to cover operating expenses and meet required payments due under the Loan Agreement. In ad-
dition, the Borrower does not own most of the coachessituated on the Spaces.

Residential real estate, including the Projects, can be subject to adverse housing pattern changes
and uses, vandalism (resulting in extra security costs), vacancies, rent controls, rising operating costs, and
adverse changes in local market conditions, such as a decrease in demand for residential housing due toa
decline of the local economy and a decrease in employment. Rationing or other restrictions with respect
to the availability or use of utilities could significantly affect the profitability of operating the Projects. If
the local regulatory bodies having jurisdiction over the Projects restrict or limit rent increases imposed by
the Borrower to offset increased costs, the Projects’ cash flows may be reduced. Any future organization of
the tenants of the Projects could also result in resistance against rent increases, in the form of rent strikes,
litigation or other action. If rental receipts after operating expenses (other than debt service) are insuffi-
cient to service the debt with respect to the Loan, foreclosure and sale of the Projects is possible. Some of
the risks mentioned in this subsection are more particularly described in the following subsections.

Environmental Risks

The Borrower knows of no environmental problems or liabilities in or on the real property or on
adjacent properties which would adversely affect the value of the Projects as security. Since certain envi-
ronmental problems are hidden by time, nature, or both, it is possible that there could exist soil or
groundwater contamination on site, which at some point in time might require remediation. However,
the Environmental Site Assessment for each 2014 Project did not reveal any evidence of significant soil or
groundwater contamination.

In the event the Projects are determined at some future time to require environmental remedia-
tion, the result could be a substantial or total loss of market value. Further, under the Comprehensive En-
vironmental Response, Compensation and Liability Act (“CERCLA”), the owner or operator of prop-
erty is potentially liable for the full amount of the costs of cleanup of hazardous substances, and, in certain
cases, secured creditors can incur liability as an operator by participating or having the capacity to par-
ticipate in the management of a facility prior to foreclosure, and after foreclosure may have absolute liabil-
ity asan owner.

Insufficient Insurance and Land Sale Proceeds

The Indenture requires that in the event of damage to, destruction of or a title defect relating to
the Projects which the Borrower determine not to repair, correct or replace, the Borrower will notify the
Trustee of such events and the Trustee shall promptly exercise its remedies under the Mortgages and as
soon as practicable, sell the real and personal property acquired through or in lieu of such exercise. The
proceeds together with any Net Proceeds are to be used to redeem all or a pro rata share of the Series A
Bonds, as described in the Indenture, and then with any remaining funds to redeem Series B Bonds. The
Borrower is required to maintain casualty insurance only in the amount equal to the full replacement
value of the Projects. In addition, the Borrower could violate its covenant to maintain insurance by allow-
ing the insurance on the Projects to lapse, or an insurance company providing such insurance could be-
come insolvent or otherwise not honor claims on policies. In such event, if such a loss occurs, a default in
payment of the Series A Bonds would almost certainly result and, if such loss is substantial, a non-
payment of all or a portion of the Series A Bonds could occur.

-32-



Based on current value of the real property comprising the Projects, the Borrower expects that
there would be sufficient revenues available from the sale of the real and personal property and Net Pro-
ceeds to redeem the Series A Bonds; however, if real property values decline, or the Projects cannot be
sold at an adequate price, the Net Proceeds may not be sufficient toredeem Series A Bonds in a principal
amount sufficient to reduce debt service to a level that can be supported by the Revenues from the re-
maining Projects. See, also, “RISK FACTORS—Limitations on Exercise of Remedies.”

Neither the Indenture nor the Loan Agreement requires, and the Borrower currently does not in-
tend to obtain, earthquake insurance coverage on the Projects. If a Project is within an area designated as
a “special flood hazard area” (as defined in the Flood Disaster Protection Act of 1973), the Borrower is
required to obtain a Standard Flood Insurance Policy on such Project as required by such Act. See
APPENDIX A—INFORMATION REGARDING THE BORROWER AND THE PROJECTS—2014
Projects—Sterling Shores Estates.

Enforceability and Bankruptcy

The remedies available upon a default are in many respects dependent upon regulatory and judi-
cial actions which are often subject to discretion and delay. Under existing laws and judicial decisions,
the remedies provided under the financing documents described herein may not readily be available or
may be limited. Recent revisions of the federal bankruptcy laws may have an adverse effect on the ability
of the Trustee to enforce its claim to the security granted by the Mortgages. The bankruptcy court may
also have the power to invalidate certain provisions of the Loan Agreement and the Mortgages that make
bankruptcy and related proceedings by the Borrower an event of default thereunder. The various legal
opinions to be delivered concurrently with the delivery of the Series A Bonds and the aforesaid docu-
ments will be qualified to the extent that the enforceability of certain rights related to the Bonds is subject
tolimitations imposed by bankruptcy, reorganization, insolvency or other similar laws affecting the rights
of creditors generally and by equitable remedies and proceedings generally. Despite the subordinate posi-
tion of the Series B Bonds, attempted enforcement by the Subordinate Bondholders of the lien of the Se-
ries B Bonds upon the revenues of the Projects could result in delay of recovery by Series A Bondholders.

Anti-Deficiency Laws of the State of California

Section 726 of the California Code of Civil Procedure essentially provides (among other matters)
that any suit to recover a debt or to assert other rights secured by a deed of trust on real property must be
an action to foreclose that deed of trust, thus prohibiting a direct action on the debt or the exercise of
other rights by the holder of that deed of trust (commonly called the “one form of action rule”). This Sec-
tion has been interpreted by the California courts to require a lender to exhaust all collateral security on a
debt in a single action and tolimit a lender’s right to set-off. This Section also specifies the procedures for
the sale of the encumbered property, the application of proceeds, the availability in certain cases of a defi-
ciency judgment, the limitation on the amount thereof, and other related matters.

In the event of an action in violation of the one form of action rule, it is virtually certain that the
benefit of the real property security would be lost. Further, in the event that an action were taken by the
Trustee with regard to funds or other security other than with regard to the application of funds pursuant
tothe Indenture other than the real property security prior toa “trustee’s sale” of the real property secu-
rity (as discussed below) it is possible that the sanctions contained in the one form of action rule would
thereby be incurred.
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Sections 2924 and 2924(c) of the California Civil Code require the following of certain proce-
dures by the holder of a deed of trust or mortgage before exercising a power of sale included under a deed
of trust or mortgage, which procedures are designed to protect the rights of the borrower and certain
other persons and under certain circumstances to reinstate the obligations secured by such deed of trust.
Section 2924 (c) of the California Civil Code provides that whenever the maturity of an obligation secured
by a deed of trust is accelerated by reason of a default in the payment of interest or of any installment of
principal or other sum secured thereby, the trustor and certain other entitled persons have the right, at
any time within the period remaining with the date of recordation of the notice of default until five busi-
ness days prior to the date of sale set forth in the notice of default if the power of sale under such deed of
trust is to be exercised or, otherwise, at any time prior to the entry of the decree of foreclosure, to cure
such default by paying the entire amount then due (including certain reasonable costs and expenses in-
curred in enforcing such obligations, but excluding any amount that would not otherwise be due but for
such acceleration) and thereby reinstate such deed of trust and the obligations secured thereby to the
same effect asif nosuch acceleration had occurred.

California Code of Civil Procedure Section 580(d) prohibits the rendering of any deficiency
judgment after a trustee’s sale. Paradoxically, California Civil Procedure Section 580(a) essentially limits
the amount of a deficiency judgment after a trustee’s sale to the difference between the appraised value of
the secured property sold and the sales price at the trustee’s sale. Although on their face these Code Sec-
tions do not limit the Trustee’s rights to recover a deficiency under the Loan, at least with respect to the
Borrower, since the Loan is non-recourse, these Code Sections could limit or hamper the enforcement of
certain rights of the Series A Bondholders since the combined effect of these Code Sections has been held
to cut off the subrogation rights of guarantors. Therefore, in effect, California courts have refused to en-
force guarantees where guarantors have lost their rights of subrogation through the secured party’s con-
duct of a trustee’s sale.

Under California law, guarantees by corporate shareholders may not be given effect if the corpora-
tion is found to be a mere instrumentality or “alter ego.” However, the mere fact that guarantors are
shareholders, officers or directors will not be grounds for applying anti-deficiency protections absent a
showing that adherence to a separate existence would promote an injustice or fraud.

Section 9501 of the Uniform Commercial Code as adopted in California is intended to facilitate
the employment of remedies permitted under the Uniform Commercial Code with regard to personal
property used as security for a debt also secured by real property. Such remedies would include a defi-
ciency judgment after the sale of personal property security and multiple, as opposed to unitary, sales of
security.

It is the opinion of leading California legal scholars that the employment of Code Section 9501 is
subject to a commercial reasonableness test which could impair a creditor’s right to proceed against real
property security after a sale or other action under the Uniform Commercial Code. Therefore, prudence
dictates that all collateral be sold in a single sale when a debt is secured by mixed collateral. Any other
course of action, such as a sale of personal property or seizure of funds or the use of an offset of funds, might
invoke the sanctions of Civil Code Section 726.

The Mortgages provide for an absolute assignment of rents to the Trustee as the assignee there-
under. Although these provisions are absolute in form, until the assignee perfects its assignment by taking
possession pursuant to the Indenture or by receivership, it may have no claim to the rents as against the
Borrower or a junior lien with a similar assignment of rents clause who earlier perfected its own lien
through possession or receivership. Further, it is probable that a judgment appointing a receiver to en-
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force a rents and profits clause or the use of such proceeds to service or satisfy a debt would invoke the
sanctions of the one form of action rule.

Forward Looking Statements

Certain statements included or incorporated by reference in this Official Statement constitute
“forward-looking statements” within the meaning of the United States Private Securities Litigation Re-
form Act of 1995, Section 21FE of the United States Securities Exchange Act of 1934, as amended, and Sec-
tion 27A of the United States Securities Act of 1933, as amended. Such statements are generally identifi-
able by the terminology used such as “plan,” “expect,” “estimate,” “project,” “budget” or other simi-
lar words. Such forward-looking statements include, but are not limited to, certain statements contained
in the information in APPENDIX A —INFORMATION REGARDING THE BORROWER AND THE
PROJECTS.

The achievement of certain results or other expectations contained in such forward-looking
statements involve known and unknown risks, uncertainties and other factors which may cause actual
results, performance or achievements described to be materially different from any future results, per-
formance or achievements expressed or implied by such forward-looking statements. The Authority does
not plan toissue any updates or revisions to those forward-looking statements if or when its expectations,
or events, conditions or circumstances on which such statements are based occur; however, the Borrower
will provide certain ongoing information regarding the Projects as described under “CONTINUING
DISCLOSURE.”

IRS Audit of Tax-Exempt Bond Issues

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

No Secondary Market

Norepresentation is made concerning any secondary market for the Series A Bonds. There can be
no assurance that any secondary market will develop for the Series A Bonds. Investors should understand
the long-term and economic aspects of an investment in the Series A Bonds and should assume that they
will have to bear the economic risks of their investment to maturity. An investment in the Series A Bonds
may be unsuitable for any investor not able to hold the Series A Bonds to maturity.

ABSENCE OF MATERIAL LITIGATION

The Authority

To the knowledge of the Authority, there is no material litigation pending or overtly threatened

against the Authority concerning the validity of the Series A Bonds or any proceedings of the Authority
taken with respect to the issuance thereof.
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The Borrower

There isno pending or threatened litigation against the Borrower seeking to restrain or enjoin the
issuance, sale, execution or delivery of the Series A Bonds, or in any way contesting or affecting the valid-
ity of the Series A Bonds, the existence or powers of the Borrower, or the authority of the Borrower to en-
ter into any document relating to the Loan Agreement, or any documents executed by the Borrower in
connection with the issuance of the Series A Bonds.

TAX MATTERS

In the opinion of Squire Patton Boggs (US) LLP, Bond Counsel, under existing law: (i) interest on
the Series A Bondsis excluded from gross income for federal income tax purposes under Section 103 of the
Internal Revenue Code of 1986, as amended (the “Code”), and is not an item of tax preference for pur-
poses of the federal alternative minimum tax imposed on individuals and corporations; and (ii) interest on
the Series A Bonds is exempt from state of California personal income taxes. Bond Counsel expresses no
opinion as toany other tax consequences regarding the Series A Bonds.

The opinion on tax matters will be based on and will assume the accuracy of certain representa-
tions and certifications, and continuing compliance with certain covenants, of the Authority and the Bor-
rower contained in the transcript of proceedings and that are intended to evidence and assure the forego-
ing, including that the Series A Bonds are and will remain obligations the interest on which is excluded
from gross income for federal income tax purposes. In addition, Bond Counsel has relied on, among other
things, the opinion of Dzida, Carey & Steinman, counsel to the Borrower, regarding the current status of
the Borrower, which opinion is subject to a number of qualifications and limitations. Bond Counsel also
hasrelied upon representations of the Borrower concerning the Borrower’s “unrelated trade or business”
activities as defined in Section 513(a) of the Code. Neither Bond Counsel nor counsel to the Borrower has
given any opinion or assurance concerning Section 513(a) of the Code or the effect of any future activities
of the Authority or the Borrower. Failure of the Borrower to maintain its status as an organization de-
scribed in Section 501(c)(3) of the Code, or to operate the facilities financed by the Series A Bonds in a
manner that is substantially related to the Borrower’s charitable purpose under Section 513(a) of the
Code, may cause interest on the Series A Bonds to be included in gross income retroactively to the date of
the issuance of the Series A Bonds. Bond Counsel will not independently verify the accuracy of the
Authority’s and the Borrower’s certifications and representations or the continuing compliance with the
Authority’s and the Borrower’s covenants and will not independently verify the accuracy of the opinion
of the Borrower’s counsel.

The opinion of Bond Counsel is based on current legal authority and covers certain matters not
directly addressed by such authority. It represents Bond Counsel’s legal judgment as to exclusion of in-
terest on the Series A Bonds from gross income for federal income tax purposes but is not a guaranty of
that conclusion. The opinion is not binding on the Internal Revenue Service (“IRS”) or any court. Bond
Counsel expresses no opinion about (i) the effect of future changes in the Code and the applicable regula-
tions under the Code or (ii) the interpretation and the enforcement of the Code or those regulations by
the IRS.

The Code prescribes a number of qualifications and conditions for the interest on state and local
government obligations to be and to remain excluded from gross income for federal income tax purposes,
some of which require future or continued compliance after issuance of the obligations. Noncompliance
with these requirements by the Authority or the Borrower may cause loss of such status and result in the
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interest on the Series A Bonds being included in gross income for federal income tax purposes retroac-
tively to the date of issuance of the Series A Bonds. The Borrower and, subject to certain limitations, the
Authority have each covenanted to take the actions required of it for the interest on the Series A Bonds to
be and to remain excluded from gross income for federal income tax purposes, and not to take any actions
that would adversely affect that exclusion. After the date of issuance of the Series A Bonds, Bond Counsel
will not undertake to determine (or to so inform any person) whether any actions taken or not taken, or
any events occurring or not occurring, or any other matters coming to Bond Counsel’s attention, may ad-
versely affect the exclusion from gross income for federal income tax purposes of interest on the Series A
Bonds or the market value of the Series A Bonds.

A portion of the interest on the Series A Bonds earned by certain corporations may be subject toa
federal corporate alternative minimum tax. In addition, interest on the Series A Bonds may be subject to
a federal branch profits tax imposed on certain foreign corporations doing business in the United States
and to a federal tax imposed on excess net passive income of certain S corporations. Under the Code, the
exclusion of interest from gross income for federal income tax purposes may have certain adverse federal
income tax consequences on items of income, deduction or credit for certain taxpayers, including finan-
cial institutions, certain insurance companies, recipients of Social Security and Railroad Retirement
benefits, those that are deemed to incur or continue indebtedness to acquire or carry tax-exempt obliga-
tions, and individuals otherwise eligible for the earned income tax credit. The applicability and extent of
these and other tax consequences will depend upon the particular tax status or other tax items of the
owner of the Series A Bonds. Bond Counsel will express no opinion regarding those consequences.

Payments of interest on tax-exempt obligations, including the Series A Bonds, are generally sub-
ject to IRS Form 1099-INT information reporting requirements. If a Series A Bond owner is subject to
backup withholding under those requirements, then payments of interest will also be subject to backup
withholding. Those requirements do not affect the exclusion of such interest from gross income for federal
income tax purposes.

Legislation affecting tax-exempt obligations is regularly considered by the United States Congress
and may also be considered by the State legislature. Court proceedings may also be filed, the outcome of
which could modify the tax treatment of obligations such as the Series A Bonds. There can be no assur-
ance that legislation enacted or proposed, or actions by a court, after the date of issuance of the Series A
Bonds will not have an adverse effect on the tax status of interest on the Series A Bonds or the market
value or marketability of the Series A Bonds. These adverse effects could result, for example, from
changes to federal or state income tax rates, changes in the structure of federal or state income taxes (in-
cluding replacement with another type of tax), or repeal (or reduction in the benefit) of the exclusion of
interest on the Series A Bonds from gross income for federal or state income tax purposes for all or certain
taxpayers.

For example, recent presidential and legislative proposals would eliminate, reduce or otherwise
alter the tax benefits currently provided to certain owners of state and local government bonds, including
proposals that would result in additional federal income tax on taxpayers that own tax-exempt obligations
iftheir incomes exceed certain thresholds. Investorsin the Series A Bonds should be aware that any such
future legislative actions (including federal income tax reform) may retroactively change the treatment of
all or a portion of the interest on the Series A Bonds for federal income tax purposes for all or certain tax-
payers. In such event, the market value of the Series A Bonds may be adversely affected and the ability of
holders to sell their Bonds in the secondary market may be reduced. The Bonds are not subject to special
mandatory redemption, and the interest rates on the Series A Bonds are not subject to adjustment in the
event of any such change.
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Prospective purchasers of the Series A Bonds should consult their own tax advisers regarding
pending or proposed federal and state tax legislation and court proceedings, and prospective purchasers
of the Series A Bonds at other than their original issuance at the respective prices indicated on the cover
of this Official Statement should also consult their own tax advisers regarding other tax considerations
such as the consequences of market discount, as to all of which Bond Counsel expresses no opinion.

Bond Counsel’s engagement with respect to the Series A Bonds ends with the issuance of the Se-
ries A Bonds and, unless separately engaged, Bond Counsel is not obligated to defend the Authority, the
Borrower or the owners of the Series A Bonds regarding the tax status of interest thereon in the event of
an audit examination by the IRS. The IRS has a program to audit tax-exempt obligations to determine
whether the interest thereon is includible in gross income for federal income tax purposes. If the IRS does
audit the Series A Bonds, under current IRS procedures, the IRS will treat the Authority as the taxpayer
and the beneficial owners of the Series A Bonds will have only limited rights, if any, to obtain and partici-
pate in judicial review of such audit. Any action of the IRS; including but not limited to selection of the
Series A Bonds for audit, or the course or result of such audit, or an audit of other obligations presenting
similar tax issues, may affect the market value of the Series A Bonds.

Certain of the Series A Bonds (“Discount Bonds”) as indicated on the cover of this Official
Statement were offered and sold to the public at an original issue discount (“OID”). OID is the excess of
the stated redemption price at maturity (the principal amount) over the “issue price” of a Discount
Bond. The issue price of a Discount Bond is the initial offering price to the public (other than to bond
houses, brokers or similar persons acting in the capacity of underwriters or wholesalers) at which a sub-
stantial amount of the Discount Bonds of the same maturity is sold pursuant to that offering. For federal
income tax purposes, OID accrues to the owner of a Discount Bond over the period to maturity based on
the constant yield method, compounded semiannually (or over a shorter permitted compounding inter-
val selected by the owner). The portion of OID that accrues during the period of ownership of a Discount
Bond (i) is interest excluded from the owner’s gross income for federal income tax purposes to the same
extent, and subject to the same considerations discussed above, as other interest on the Series A Bonds,
and (ii) is added to the owner’s tax basis for purposes of determining gain or loss on the maturity, redemp-
tion, prior sale or other disposition of that Discount Bond. A purchaser of a Discount Bond in the initial
public offering at the price for that Discount Bond stated on the cover of this Official Statement who holds
that Discount Bond to maturity will realize no gain or loss upon the retirement of that Discount Bond.

Owners of Discount Bonds should consult their own tax advisers as to the determination for fed-
eral income tax purposes of the amount of OID properly accruable or amortizable in any period with re-
spect to the Discount Bonds and as to other federal tax consequences and the treatment of OID for pur-
poses of state and local taxes on, or based on, income.

Certain of the Series A Bonds ("Premium Bonds") as indicated on the cover of this Official
Statement were offered and sold to the public at a price in excess of their stated redemption price at ma-
turity (the principal amount). That excess constitutes bond premium. For federal income tax purposes,
bond premium is amortized over the period to maturity of a Premium Bond, based on the yield to matur-
ity of that Premium Bond (or, in the case of a Premium Bond callable prior toits stated maturity, the am-
ortization period and yield may be required to be determined on the basis of an earlier call date that re-
sults in the lowest yield on that Premium Bond), compounded semiannually. No portion of that bond
premium is deductible by the owner of a Premium Bond. For purposes of determining the owner’s gain or
loss on the sale, redemption (including redemption at maturity) or other disposition of a Premium Bond,
the owner's tax basis in the Premium Bond is reduced by the amount of bond premium that is amortized
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during the period of ownership. As a result, an owner may realize taxable gain for federal income tax pur-
poses from the sale or other disposition of a Premium Bond for an amount equal to or less than the amount
paid by the owner for that Premium Bond. A purchaser of a Premium Bond in the initial public offering at
the price for that Premium Bond stated on the cover of this Official Statement who holds that Premium
Bond to maturity (or, in the case of a callable Premium Bond, to its earlier call date that results in the
lowest yield on that Premium Bond) will realize no gain or loss upon the retirement of that Premium
Bond.

Owners of Premium Bonds should consult their own tax advisers as to the determination for fed-
eral income tax purposes of the amount of bond premium properly accruable or amortizable in any period
with respect to the Premium Bonds and as to other federal tax consequences and the treatment of bond
premium for purposes of state and local taxes on, or based on, income.

The complete text of the final opinion that Bond Counsel expects to deliver upon the issuance of
the Series A Bonds is set forth in APPENDIX E—FORM OF FINAL OPINION OF BOND COUNSEL.

APPROVAL OF LEGALITY

Legal matters incident to the delivery of the Series A Bonds are subject to the final opinion of
Squire Patton Boggs (US) LLP, Los Angeles, California, acting as Bond Counsel to the Authority. Certain
legal matters will be passed upon for the Authority by its special counsel, Jones Hall, A Professional Law
Corporation, San Francisco, California, and by Squire Patton Boggs (US) LLP, Los Angeles, California,
acting as disclosure counsel for the Series A Bonds. Certain matters will be passed upon for the Borrower
by Dzida, Carey & Steinman, Irvine, California, California, and for the Underwriter by Quint & Thimmig
LLP, Larkspur, California. Fees payable to Bond Counsel and Disclosure Counsel, and Underwriter’s
Counsel, are contingent upon the sale and delivery of the Series A Bonds.

RATING

Standard & Poor’s Ratings Services, a Standard & Poor’s Financial Services LLC business
(“S&P”), has assigned the rating of “BBB (Stable)” to the Series A Bonds. Such rating reflects only the
views of such organization and an explanation of the significance of such rating may be obtained from S&P
at 55 Water Street, New York, NY 10041. There is no assurance that such rating will continue for any
given period of time or that it will not be revised downward or withdrawn entirely by S&P, if in the judg-
ment of S&P, circumstances so warrant. Any downward revision or withdrawal of such rating may have
an adverse effect on the market price of the Series A Bonds.

UNDERWRITING

The Series A Bonds are being purchased by Westhoff, Cone & Holmstedt (the “Underwriter”)
at a purchase price of $76,907,156.65 (consisting of the par amount of the Series A Bonds of $73,795,000,
plus a net original issue premium of $4,108,389.15, less an Underwriter’s discount of $996,232.50). The
bond purchase contract for the Series A Bonds (the “Bond Purchase Agreement”) provides that the Un-
derwriter will purchase all of the Series A Bonds, if any are purchased, and contains the agreement of the
Borrower to indemnify the Underwriter against certain liabilities to the extent permitted by law. The
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obligation of the Underwriter to make such purchase is subject to certain terms and conditions set forth in
the Bond Purchase Agreement.

Westhoff, Cone & Holmstedt has entered into an agreement with Alamo Capital for retail distri-
bution of certain municipal securities offerings, at the original issue prices. Pursuant to said agreement, if
applicable to the Series A Bonds, Westhoff, Cone & Holmstedt will share a portion of its underwriting
compensation with respect tothe Series A Bonds with Alamo Capital.

The Underwriter may offer and sell the Series A Bonds to certain dealers and others at prices or
yields different from the prices or yields stated on the inside cover page to this Official Statement. The
offering prices or yields may be changed from time to time without notice by the Underwriter.

VERIFICATION OF MATHEMATICAL COMPUTATIONS

Upon delivery of the Series A Bonds, the arithmetical accuracy of certain computations included
in the schedules provided by the Underwriter relating to the computation of (a) the adequacy of cash to be
held in the 2003 Escrow Funds to pay the redemption price of the 2003 Bonds, (b) the adequacy of fore-
casted receipts of principal and interest on the SLGS and cash to be held in the 2005 Escrow Funds to
pay, when due, the principal of and interest on the 2005 Bonds when due and to pay the redemption
price of the 2005 Bonds, and (c) the yield with respect to the Series A Bonds and the Series B Bonds, will
be verified by the Verification Agent. Such verification of the accuracy of the mathematical computations
shall be based solely upon information and assumptions supplied to such accountants by the Underwriter.
Such accountants have restricted their procedures to examining the arithmetical accuracy of certain
computations and have not made a study or evaluation of the information and assumptions on which the
computations are based, and accordingly, have not expressed an opinion on the data used, the reason-
ableness of the assumptions, or the achievability of the forecasted outcome.

THE TRUSTEE

Wells Fargo Bank, National Association, a national banking association organized under the laws
of the United States, has been appointed to serve as Trustee for the Series A Bonds. The Trustee is to
carry out those duties assignable to it under the Indenture. Except for the contents of this section, the
Trustee has not reviewed or participated in the preparation of this Official Statement and does not as-
sume any responsibility for the nature, completeness, contents or accuracy of the Official Statement.

Furthermore, the Trustee has no oversight responsibility, and is not accountable, for the use or
application by the Authority of any of the Series A Bonds authenticated or delivered pursuant to the In-
denture or for the use or application of the proceeds of the Series A Bonds by the Authority or the Bor-
rower. The Trustee has not evaluated the risks, benefits, or propriety of any investment in the Series A
Bonds and makes no representation, and has reached no conclusions, regarding the value or condition of
any assets pledged or assigned as security for the Series A Bonds or the investment quality of the Series A
Bonds, about all of which the Trustee expresses no opinion and expressly disclaims the expertise to evalu-
ate.
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FINANCIAL ADVISOR

Sperry Capital Inc., Sausalito, California, has served as financial advisor to the Borrower (the
“Financial Advisor”) in connection with the Series A Bonds. The Financial Advisor is not obligated to
undertake, and has not undertaken to make, an independent verification or to assume responsibility for
the accuracy, completeness or fairness of the information contained in this Official Statement. The Fi-
nancial Advisor is an independent advisory firm and is not engaged in the business of underwriting, trad-
ing or distributing municipal or other public securities.

OVERSIGHT AGENT

Wolf & Company Inc. (“Wolf”) has agreed to serve as the initial Oversight Agent under an Over-
sight Agreement, dated as of June 1, 2014, between Wolf and the Borrower, to monitor the Borrower’s
compliance with certain provisions of the Loan Agreement and the Regulatory Agreements. Wolf is a
housing, financial and insurance advisory firm that provides services to state and local governments, in-
surance companies, mortgage bankers, investment bankers and institutional investors in the areas of af-
fordable housing programs, with a specialized emphasis on program administration, compliance and
oversight agent services.

Wolf is the Oversight Agent on thirty-five (35) mobile home parks backed by revenue bonds in
California. Wolf provides administration/oversight agent duties for the City of La Verne, for Independ-
ent Cities Finance Authority financed parks located in the City of Carpinteria, City of Capitola, City of
Fresno (2), City of Brea, City of Lancaster (2), City of Vista (2), City of Hermosa Beach, City of
Montclair (3), City of Morgan Hill, City of Palm Springs, City of Rohnert Park (3), City of Salinas, City of
San Marcos, County of San Mateo, City of San Juan Capistrano, City of Santa Rosa, City of Yucaipa (3),
and California Municipal Finance Authority financed parkslocated in the City of Garden Grove (2), City
of Lancaster, City of Newcastle, City of Palmdale, City of Vacaville, Town of Windsor and the City of
Yucaipa.

Wolf is also the program administrator/compliance agent on the County of San Bernardino’s
1997, 1999, 2000, 2001 and 2002 Single Family Mortgage Programs.

CONFLICTS/OVERLAPPING RELATIONSHIPS

Robert R. Redwitz, the Borrower’s President and Chief Executive Officer and the Chairman of
the Borrower’s Board of Directors, is also a director, officer and a major shareholder of Redwitz & Co., an
Accounting and Consulting Corporation (“Redwitz & Co.”). Jennifer Riva-Kirk, the Borrower’s Senior
Vice President of Finance, is also a senior executive of Redwitz & Co. Both Mr. Redwitz and Ms. Riva-
Kirk receive compensation from Redwitz & Co. for their services. The Caritas Corporation (“Caritas
Corp.”) provides asset management services to the Borrower. Redwitz & Co. has an asset management
contract with Caritas Corp. under which it provides asset management services to Caritas Corp. and the
Borrower, the allocable costs of which are borne by Caritas Corp. and the Borrower, respectively. Redwitz
& Co. also provides general corporate management and various accounting, tax and consulting services to
Borrower, for which it is compensated. Redwitz & Co. will provide similar, fee-based asset management,
corporate management, accounting and consulting services to the Borrower upon the completion of its
acquisition of the Projects. An entity that is partially owned by Mr. Redwitz provided technology consult-
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ing services and furnished computer hardware to the Borrower. The Borrower entered into a lease for its
administrative offices in Irvine, California, with an entity that is partially owned by Mr. Redwitz.

Mr. Redwitz is also the founding Chairman of the Board and a shareholder of Partners Bank of
California (“Partners”), and is currently Co-Chairman of the Board. Partnersis acting and will act as the
depository bank under those certain Deposit Account Control Agreements by and among Partners, the
Trustee and the Borrower, executed and to be executed and delivered in connection with the Series A
Bonds.

INDEPENDENT ACCOUNTANT’SREPORT

APPENDIX B—CONSOLIDATED FINANCIAL STATEMENTS OF THE CARITAS
CORPORATION AND AFFILIATES FOR THE FISCAL YEARS ENDED DECEMBER 31, 2012,
AND 2011 have been audited by Berger Lewis Accountancy Corporation, San Jose, California (the “In-
dependent Accountant”). The Independent Accountant was not requested to consent to the inclusion of
such report in Appendix B and it has not undertaken to update such report. No opinion is expressed by
the Independent Accountant with respect to any event subsequent toits report.

CONTINUING DISCLOSURE

The Authority has determined that no financial or operating data concerning the Authority is
material to any decision to purchase, hold or sell Bonds and the Authority will not provide any such in-
formation. The Authority shall have no liability to the Owners of the Series A Bonds or any other person
with respect to Rule 15¢2-12 promulgated by the Securities and Exchange Commission (the “Rule”).

The Borrower has undertaken all responsibility for any continuing disclosure to Owners of the Se-
ries A Bonds as described below.

The Borrower has agreed in a Continuing Disclosure Agreement for the benefit of owners of the
Series A Bonds to provide certain financial information and operating data relating to the Borrower by not
later than 210 days after the end of the Borrower’s fiscal year (presently December 31) in each year com-
mencing with its report for the 2013 fiscal year (due July 31, 2014) and to provide notices of the occur-
rence of certain enumerated events. The Annual Report required under the Continuing Disclosure
Agreement will be filed with the Municipal Securities Rulemaking Board’s Electronic Municipal Mar-
ketplace Access (EMMA) system.

These covenants have been made in order to assist the Underwriter in complying with the Rule.
The specific nature of the information to be contained in the Annual Report and the notices of enumer-
ated events by the Borrower are set forth in their entirety in APPENDIX F —FORM OF CONTINUING
DISCLOSURE AGREEMENT. In preparation for issuance of the Series A Bonds, the Borrower deter-
mined that, while it and its affiliates had had filed all required Annual Reports and financial and operat-
ing data as required by its continuing disclosure undertakings during the last five years, in certain in-
stances, material event notifications relating to rating changes (which were upgrades) were not filed on

an timely basis. Prior to the date of this Official Statement, all such material event notifications have been
filed with the EMMA.
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MISCELLANEOUS

The foregoing and subsequent summaries, descriptions or provisions of the Series A Bonds, the
Indenture, Loan Agreement, the Regulatory Agreements and the Mortgages, and all references to other
materials not purporting to be quoted in full are only brief outlines of some of the provisions thereof and do
not purport tosummarize or describe all of the provisions thereof.

This Official Statement is not to be construed as a contract or agreement between the Authority
or the Borrower and the Owners of any of the Series A Bonds.
The Authority hasapproved the distribution of this Official Statement.
CARITAS AFFORDABLE HOUSING, INC.,

a California nonprofit, public benefit corporation

By /s/ Robert R. Redwitz
Robert R. Redwitz
President and Chief Executive Officer
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APPENDIX A

INFORMATION REGARDING THE BORROWER AND THE PROJECTS

None of the Authority, the Underwriter, or the Financial Advisor to the Borrower has made any independent
investigation of the information presented herein as to the Projects. Such information has been provided solely by the Borrower
and certain professionals as specifically noted, and none of the Authority, the Underwriter, or the Financial Advisor to the
Borrower has verified the accuracy or completeness of such information, nor do they assume any responsibility or liability
therefor. The description of each Project, including, without limitation, the amenities thereof, speaks as of the date hereof. The
condition of each Project and its amenities are subject to change.

Introduction

The Borrower will use the proceeds of the Series 2014 Bonds loaned to it under the Loan Agreement to
finance the acquisition and improvement of three mobile home parks located in Northern and Southern California
(referred to collectively as the “2014 Projects,” and “2014 Project” in the singular) and to refund on a current basis
the: (a) Independent Cities Lease Financing Authority Senior Lien Mobile Home Park Revenue Bonds (Caritas
Affordable Housing, Inc., Project), Series 2003A in the original aggregate principal amount of $29,750,000 (the
“2003A Senior Bonds”), (b) Independent Cities Lease Financing Authority Subordinate Lien Mobile Home Park
Revenue Bonds (Caritas Affordable Housing, Inc., Project), Series 2003A in the original aggregate principal amount of
$6,350,000 (the “2003A Subordinate Bonds” and collectively with the 2003A Senior Bonds, the “Series 2003
Bonds”), (c) Independent Cities Lease Financing Authority Senior Lien Mobile Home Park Revenue Bonds (Caritas
Affordable Housing, Inc., Project), Series 2005A in the original aggregate principal amount of $22,025,000 (the
“Series 2005A Bonds”), and (d) Independent Cities Lease Financing Authority Second-Subordinate Lien Mobile
Home Park Revenue Bonds (Caritas Affordable Housing, Inc., Project), Series 2005C in the original aggregate
principal amount of $5,370,000 and Taxable Series 2005C-T in the original aggregate principal amount of $1,245,000
(the “2005 Second-Subordinate Bonds” and collectively with the 2005A Senior Bonds, the “Series 2005 Bonds”).
The Series 2003 Bonds financed and refinanced certain mobile home parks owned by the Borrower, including the
Friendly Village Mobile Home Park, Hacienda Mobile Estates, Rancho Brea Mobile Home Park, Estrella de Oro, and
Vista Manor Mobile Home Park (referred to collectively herein as the “2003 Projects,” and “2003 Project” in the
singular). The Series 2005 Bonds financed the Valley Village Mobile Home Park, owned by the Borrower (the “2005
Project”), and refinanced the Friendly Village Mobile Home Park, Hacienda Mobile Estates, and Rancho Brea Mobile
Home Park. The Series 2014 Bonds will be secured by the gross revenues of and a lien on the 2014 Projects and the
2003 Projects and the 2005 Project. For more information on the 2003 Projects, the 2005 Project and the 2014
Projects (collectively, the “Projects,” and “Project” in the singular), see the description of each Project below. For
more information on the Borrower, see “ THE BORROWER” herein.

Each 2014 Project has been appraised (the “Appraisal”) by John P. Neet, MAI (“Neet” or “Appraiser”)
who holds a California General Appraisal Certificate. As stated therein, each Appraisal has been conducted between
August and November of 2013, in conformity with the Standards of Professional Practice and Code of Ethics of the
Appraisal Institute, the Uniform Standards of Professional Appraisal Practice (“USPAP”) and applicable state and
federal government regulations. The Appraisals estimate the market value or value in use of each 2014 Project, subject
to the assumptions, certifications and limiting conditions stated in each Appraisal, as discussed with respect to each
2014 Project below. The appraised value of the 2014 Projects in the aggregate is equal to or exceeds the total purchase
price of the 2014 Projects to be paid from Bond proceeds in the aggregate. See also “RISK FACTORS - Limitation of
Appraisals” for a description of the limitations of the appraisals of the Projects. See “ APPENDIX C - APPRAISALS
- Executive Summary” for a copy of the Executive Summary of each Appraisal.

Each 2014 Project has also been the subject of a Phase I Environmental Site Assessment as described in
connection with each 2014 Project below. The Borrower has indicated that such Environmental Site Assessments
have not identified significant environmental problems or liabilities in or on the real property or on adjacent properties
that would, after any required remediation, adversely affect the value of the 2014 Projects as security. The Borrower
has also indicated that the Environmental Site Assessments did not reveal any evidence of significant soil or
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groundwater contamination. Such Environmental Site Assessments may be reviewed by contacting the Borrower. See
also “RISK FACTORS - Environmental Risks.”

Each 2014 Project has been the subject of a Property Condition Assessment prepared between September
and November 2013 which specifically addresses the physical needs for repair and maintenance of each 2014 Project.
A table summarizing each report for each 2014 Project is provided herein. Such Property Condition Assessments may
be reviewed by contacting the Borrower.

The Projects are subject to regulatory agreements executed in connection with the Series 2014 Bonds that set
forth, among other things, limits on both the income levels of the tenants to which certain mobile home spaces can be
rented and the rent that the Borrower can charge for such mobile home spaces as more fully described below (each a
“Regulatory Agreement”). See APPENDIX D - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - THE
REGULATORY AGREEMENTS?” for a description of the general terms of each 2014 Regulatory Agreement. The
2003 Projects, the 2005 Project, and the Desert Sands Project are also subject to existing regulatory agreements and
deed restrictions. For more information on the prior regulatory agreements, see the description of each Project below
under “2003 Projects,” “2005 Project” and “2014 Projects - Desert Sands Estates.”

Mobile Home Park Overview

Mobile homes are sometimes referred to as an intermediate step between apartments and owner occupied
housing (condominiums and detached homes), because those with sufficient income and cash for down payments
typically prefer to buy a traditional home, rather than rent space in a mobile home park. Thus, the space rent plus the
mobile home mortgage payment must generally be less than the mortgage payment on traditional housing in the area.

Increasing land values near urban areas (especially during the 1980s) significantly curtailed the development
of new parks. Also affecting new park construction was the advent of rent control during the 1980s. Because of the lack
of supply and a growing demand for affordable housing in urban areas, mobile home parks were able to steadily
increase space rents even during the recession years of the early 1990s. In recent years rental increases have
continued, even though at a somewhat slower pace due to the disruption in the economy starting in fall of 2008. While
rents for most types of real estate in California have dropped, the trend for mobile home park rents is considered to be
stable or rising. No assurance can be given that such trends will continue.

Residents of mobile home parks are homeowners and make investments in their homes and in on-site
improvements. Moving a mobile home from one community to another requires additional cost and effort and often
requires abandonment of on-site improvements such as landscaping, decks and carports. Because of the loss of equity
in such site improvements, the cost of moving and the limited availability of vacant mobile home park spaces, mobile
homes are seldom moved from their original locations. Instead, mobile homes are usually sold in place when the
homeowner wants to move.

The costs associated with moving a mobile home also serve to reduce rent delinquencies and collection
losses. Pursuant to Section 798 et seq. of the California Civil Code (the “Mobile Home Residency Law”), a mobile
home park owner (after complying with the notice, cure period and other procedural requirements of the Mobile
Home Residency Law) has the right to cause the removal of a mobile home if a resident fails to pay rent. Since the loss
in value caused by the removal of the mobile home would usually far exceed the amount of the rent delinquency, the
mobile home owner, or the holder of a lien on the mobile home, has a strong incentive to cure the rent default.

Regulatory Agreements

Each Project is subject to a regulatory agreement that sets forth, among other things, limits on both the
income levels of the tenants to which a certain percentage of mobile home spaces may be rented and the rent that the
Borrower may charge for such mobile home spaces (the “Regulatory Agreements”). The Regulatory Agreements
require each Project to be owned, managed and operated as a qualified residential rental project within the meaning of
Section 142(d) of the Code. The covenants and restrictions in each Regulatory Agreement are intended to run with
the land of the corresponding Project and are binding upon the Borrower’s successors in title to the Project. See
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“APPENDIX D - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - THE REGULATORY AGREEMENTS”
for a description of the general terms of each of the Regulatory Agreements. The terms of each Regulatory Agreement
are described below under the heading for the particular Project that operates under these additional requirements.
See also, “RISK FACTORS - Restrictions under the Regulatory and Other Agreements.”

Rent Control Ordinances

Certain mobile home parks are subject to rent control ordinances that establish rules and procedures for rent
increases for the mobile homes spaces. Such ordinances limit the rent increases that the owner may charge tenants.
Any applicable rent control ordinance for the Projects is described below under the heading of the applicable Project to
which it applies.

2003 Projects

Friendly Village Mobile Home Park. The Friendly Village Mobile Home Park (“Friendly Village”) is located
at 1301 E. Avenue I in Lancaster, California, a community of approximately 157,000 residents in northeastern Los
Angeles County, approximately 50 miles north of the City of Los Angeles. The immediate neighborhood is
predominantly residential.

Friendly Village is a 464-space mobile home park, constructed in 1971 on approximately 56 acres. Residency
at Friendly Village is unrestricted as to age. Amenities include a clubhouse, pool, spa, playground, laundry room and
recreational vehicle (“RV?”) storage. Gas, electric and cable television utilities are owned by the utility companies and
are billed directly to residents. Water, sewer and garbage collection charges are paid by the Borrower and are included
in residents’ space rent.

The mobile home mix consists of 11 triple-wide units, 312 double-wide units and 141 single-wide units. The
Borrower owns 13 of the units. As of December 31, 2013, Friendly Village’s occupancy rate was 100%.

While the Borrower has not obtained a current appraisal of Friendly Village, the Borrower estimates a value
of $18,117,029 for Friendly Village on its books based on a 7% capitalization rate as of March 31, 2014. The Borrower
maintains this value for internal purposes. The assessed value indicated by the County of Los Angeles for the 2013-
2014 tax year for Friendly Village is $11,903,606. The Borrower does not guaranty the value of each project nor the
amount received if the property were sold.

A local rent control ordinance applicable to Friendly Village limits annual rent increases to 60% of the change
in the consumer price index (CPI). Friendly Village is subject to a Regulatory Agreement executed in connection with
the Series 2003 Bonds, which expires on November 26, 2051 (the “2003 Friendly Village Regulatory Agreement”).
The 2003 Friendly Village Regulatory Agreement provides that: (a) not less than 20% of the Spaces at Friendly
Village must be designated as Very Low Income Spaces; and (b) not less than 40% of the Spaces at Friendly
Village must be designated as Lower Income Residents (all as defined in the 2003 Friendly Village Regulatory
Agreement).

In addition, the monthly rent for the Very Low Income Spaces is limited as follows: (a) where a Very Low
Income Resident is both the registered and legal owner of the mobile home and is not making mortgage payments for
the purchase of that mobile home, the total rental charge for occupancy of the Space (excluding a reasonable allowance
for other related housing costs determined at the time of acquisition of the Project by the Borrower and excluding any
supplemental rental assistance from the State, the federal government, or any other public agency to the Very Low
Income Resident or on behalf of the Space and the mobile home) shall not exceed one-twelfth of 30% of 50% of Median
Income for the Area, adjusted for household size in the manner set forth in the Regulatory Agreement; (b) where a
Very Low Income Resident is the registered owner of the mobile home and is making mortgage payments for the
purchase of that mobile home, the total rental charge for occupancy of the Space (excluding any charges for utilities
and storage and excluding any supplemental rental assistance from the State, the federal government, or any other
public agency to the Very Low Income Resident or on behalf of the Space and the mobile home), shall not exceed one-
twelfth of 15% of 50% of Median Income for the Area, adjusted for household size in the manner set forth in the
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Regulatory Agreement; and (c) where a Very Low Income Resident rents both the mobile home and the Space
occupied by the mobile home, the total rental payments paid by the Very Low Income Resident on the mobile home
and the Space occupied by the mobile home (excluding any supplemental rental assistance from the State, the federal
government, or any other public agency to that Very Low Income Resident or on behalf of that Space and mobile home)
shall not exceed one-twelfth of 30% of 50% of Median Income for the Area, as adjusted for household size in the
manner set forth in the Regulatory Agreement.

The 2003 Friendly Village Regulatory Agreement defines “Very Low Income Residents” as individuals or
families with an Adjusted Income, as calculated in the manner determined by the Secretary of the Treasury in
accordance with Section 142(d)(2)(B) of the Code, that does not exceed 50% of the Median Income for the Area, as most
recently determined by the Secretary of the Treasury pursuant to Section 142(d)(2)(B) of the Code, adjusted for
household size as set forth below. In no event, however, will the occupants of a Space be considered to be Very Low
Income Residents if all the occupants are students, as defined in Section 151(c)(4) of the Code, as such may be amended,
no one of which is entitled to file a joint federal income tax return.

Household Size Adjustment
1 70 %

80

90

100
108
116
124
132

00 N O\ Ul h W

The 2003 Friendly Village Regulatory Agreement defines “Lower Income Residents” as individuals or
families with an Adjusted Income, as calculated in the manner determined by the Secretary of the Treasury in
accordance with Section 142(d)(2)(B) of the Code, that does not exceed 80% of the Median Income for the Area, as
most recently determined by the Secretary of the Treasury pursuant to Section 142(d)(2)(B) of the Code, adjusted for
household size based on the following assumptions: two persons will occupy a single-wide mobile home and three
persons will occupy a multisectional mobile home.

Friendly Village is also subject to a Regulatory Agreement and Declaration of Restrictive Covenants (the
“2014 Friendly Village Regulatory Agreement”) among the Authority, the Trustee and the Borrower. Among other
things, the 2014 Friendly Village Regulatory Agreement provides that 20% of the spaces at Friendly Village must be
rented to Very Low Income Residents and imposes limitations on the amount of rent that the Borrower may charge for
such spaces rented to Very Low Income Residents. While the prior Regulatory Agreement is in effect, compliance
with the terms thereof will satisfy the requirements of the 2014 Regulatory Agreement. For a more detailed discussion
of this Regulatory Agreement, see “APPENDIX D - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - THE
REGULATORY AGREEMENTS.”
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According to a Property Condition Assessment prepared by Lawrence O. McDermott, RCE/PLS, dated
March 3, 2014 (the “Inspection Report”), Friendly Village will need approximately $222,025 in repairs within one
year from the date of the Inspection Report, and additional repairs and replacements over a longer time frame, as

summarized in the following table:

Table 1

Friendly Village Mobile Home Park

Repair and Replacement Projected Budget

Component: Year1 Years 2-10 Years 11-35 Total
Roads & Drainage $215,000 $633,139 $1,282,212 $2,130,351
Water System $3,525 $335,539 $209,897 $548,961
Sewer System - $10,000 - $10,000
Gas System - - - -
Electrical System - - - -
Buildings $3,500 $34,500 $164,500 $202,500
Landscape/Commons - $17,000 $59,200 $76,200
Estimated Total Costs $222,025 $1,030,178 $1,715,809 |  $2,968,012

Source: Lawrence O. McDermott RCE/PLS

These repairs and replacements will be funded initially from the Renewal and Replacement Fund and

thereafter from net revenues deposited to such fund from the Projects.
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The following table summarizes operating results for Friendly Village for the last three fiscal years. Audited
financial statements were used to prepare the following summary as to calendar years 2011 and 2012, and the financial
statements used to prepare the summary as to calendar year 2013 are currently under audit.

Table 2
Friendly Village Mobile Home Park
Summary of Historical Operating Results

Years Ended December 31,

2013 2012 2011
Income
Rental Income $ 2,090,984 $ 2029686 $ 1986,654
Vacancies (7,860) (7,509) (4,786)
Pass-Through Utility Income 125,290 117,129 156,392
Other Income 60,986 49234 36,019
Total Income 2,269,401 2,188,540 2,174,279
Expenses
Legal accounting and professional 90,610 64,598 68,666
Insurance 33,627 37,764 39,913
Repairs and maintenance 96,578 56,510 58,926
General and adminstrative 49,620 57,875 41,261
Salaries and related expenses 231,564 237915 238,237
Utilities 344,416 267988 254,158
Licenses and permits 6,424 6,536 10,201
Property taxes 21,719 66,868 63,388
Professional management 77,851 76,543 75,109
Total Expenses 952,409 872,597 849,859
Net Operating Income $ 1316992 $ 1315943 $§ 1324420

Source: Caritas Affordable Housing, Inc.

Hacienda Mobile Estates. The Hacienda Mobile Estates (“Hacienda”) is located at 2330 East Avenue J-8 in
Lancaster, California. The immediate neighborhood is predominantly residential.

Hacienda is a 261-space mobile home park, constructed in 1980 on approximately 37 acres. Residency at
Hacienda is unrestricted as to age. Amenities include a clubhouse, pool, spa, tennis courts, playground, laundry room
and RV storage. Gas, electric and cable television utilities are owned by utility companies and are billed directly to
residents. Water, sewer and garbage collection charges are paid by the Borrower and are included in residents’ space
rent.

The mobile home mix consists of 261 double-wide units. The Borrower owns 4 of the units. As of December
31, 2013, Hacienda’s occupancy rate was 98.9%.

While the Borrower has not obtained a current appraisal of Hacienda, the Borrower estimates a value of
$9,263,429 for Hacienda on its books based on a 7% capitalization rate as of March 31, 2014. The Borrower maintains
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this value for internal purposes. The assessed value indicated by the County of Los Angeles for the 2013-2014 tax year
for Hacienda is $5,004,922. The Borrower does not guaranty the value of each project nor the amount received if the
property were sold.

Hacienda is subject to the local rent control ordinance described above under “Friendly Village Mobile
Home Park.” Hacienda is subject to a Regulatory Agreement executed in connection with the Series 2003 Bonds, the
terms of which are identical to the 2003 Friendly Village Regulatory Agreement also described above under “Friendly
Village Mobile Home Park.”

Hacienda is also subject to a Regulatory Agreement and Declaration of Restrictive Covenants (the “2014
Hacienda Regulatory Agreement”) among the Authority, the Trustee and the Borrower. Among other things, the
2014 Hacienda Regulatory Agreement provides that 20% of the spaces at Hacienda must be rented to Very Low
Income Residents and imposes limitations on the amount of rent that the Borrower may charge for such spaces rented
to Very Low Income Residents. While the prior Regulatory Agreement is in effect, compliance with the terms thereof
will satisfy the requirements of the 2014 Regulatory Agreement. For a more detailed discussion of this Regulatory
Agreement, see “APPENDIX D - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - THE REGULATORY
AGREEMENTS.”

According to a Property Condition Assessment prepared by Lawrence O. McDermott, RCE/PLS, dated
March 3, 2014 (the “Inspection Report”), Hacienda will need approximately $6,900 in repairs within one year from
the date of the Inspection Report, and additional repairs and replacements over a longer time frame, as summarized in
the following table:

Table 3

Hacienda Mobile Estates
Repair and Replacement Projected Budget

Component: Year1 Years 2-10 Years 11-35 Total
Roads & Drainage - $25,300 $233,000 $258,300
Water System $750 $56,567 $78,665 $135,982
Sewer System - $10,000 - $10,000
Gas System - - - $0
Electrical System $2,650 $98,199 - $100,849
Buildings $3,500 $19,000 $92,000 $114,500
Landscape/Commons - $17,000 $57,700 $74,700
Estimated Total Costs $6,900 $226,066 $461,365 $694,331

Source: Lawrence O. McDermott RCE/PLS

These repairs and replacements will be funded initially from the Renewal and Replacement Fund and
thereafter from net revenues deposited to such fund from the Projects.
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The following table summarizes operating results for Hacienda for the last three fiscal years. Audited
financial statements were used to prepare the following summary as to calendar years 2011 and 2012, and the financial
statements used to prepare the summary as to calendar year 2013 are currently under audit.

Table 4
Hacienda Mobile Home Park
Summary of Historical Operating Results

Years Ended December 31,

2013 2012 2011
Income
Rental Income $ 1224290 §$ 1,193,723 $ 1,160,686
Vacancies (12,610) (16,009) (8,703)
Pass-Through Utility Income 106,920 109,746 101,779
Other Income 18,388 28,711 31,921
Total Income 1,336,988 1,316,171 1,285,683
Expenses
Legal, accounting and professional 44,787 33,556 45,738
Insurance 20,834 21,800 23,222
Supplies - 420 -
Reparrs and mamntenance 48,594 59,046 54717
General and admistrative 46,340 58,882 43,161
Salaries and related expenses 170,622 213,767 206,517
Utilities 308,965 223,313 205,195
Licenses and permits 4,224 4,602 6,279
Property taxes 13,157 97,854 91,172
Professional management 46,308 45518 44,821
Total Expenses 703,830 758,758 720,822
Net Operating Income $ 633,158 $§ 557413 $ 564,861

Source: Caritas Affordable Housing, Inc.

Rancho Brea Mobile Home Estates. The Rancho Brea Mobile Home Estates (“Rancho Brea”) is located at
1414 West Central Avenue in Brea, California, a community of approximately 37,000 residents, in Orange County.
The immediate neighborhood is predominantly residential.

Rancho Brea is a 100-space mobile home park, constructed in 1976 on approximately 9 acres. Residency at
Rancho Brea is unrestricted as to age. Amenities include a clubhouse, pool, spa and laundry room. Gas, electric and
water utilities are owned by the Borrower and are sub-metered and billed by the Borrower to the residents of the
community. Garbage collection and sewer use are billed by the Borrower at a flat rate for each space. Cable television
services are billed to the Borrower by the cable service provider and are sub-billed from the Borrower to the residents.

The mobile home mix consists of 94 double-wide units and 6 single-wide units. The Borrower owns 1 of the
units. As of December 31, 2013, Rancho Brea’s occupancy rate was 100%.
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While the Borrower has not obtained a current appraisal of Rancho Brea, the Borrower estimates a value of
$9,788,114 for Rancho Brea on its books based on a 7% capitalization rate as of March 31, 2014. The Borrower
maintains this value for internal purposes. The assessed value indicated by the County of Orange for the 2013-2014 tax
year for Rancho Brea is $6,595,833. The Borrower does not guaranty the value of each project nor the amount
received if the property were sold.

Rancho Brea is subject to a Regulatory Agreement executed in connection with the Series 2003 Bonds, which
expires on August 12, 2052 (the “2003 Rancho Brea Regulatory Agreement”). In connection with the refinancing of
Rancho Brea, the Borrower and the City of Brea have agreed to record an Affordable Housing Restriction Agreement
under which the Borrower agrees, effective upon the expiration date of the 2003 Rancho Brea Regulatory Agreement,
to continue to operate the Park consistent with the income and rent restrictions in the 2003 Rancho Brea Regulatory
Agreement until August 12, 2062, for the benefit of the City. The Affordable Housing Restriction Agreement is
subject to the same termination provisions as the Regulatory Agreement.

The 2003 Rancho Brea Regulatory Agreement provides that: (a) not less than 20% of the spaces at Rancho
Brea must be designated as Very Low Income Spaces (as defined therein); (b) not less than 25% of the spaces at
Rancho Brea must be designated as Lower Income Spaces (as defined therein); and (c) not less than 60% of the spaces
at Rancho Brea must be designated as Moderate Income Spaces (as defined therein, less the number of Very Low
Income Spaces and Lower Income Spaces). The monthly rent for one-half of the Very Low Income Spaces (i.e., 10% of
the total Spaces) is limited as follows: (a) where a Very Low Income Resident is both the registered and legal owner of
the mobile home and is not making mortgage payments for the purchase of that mobile home, the total rental charge
for occupancy of the Space (excluding a reasonable allowance for other related housing costs determined at the time of
acquisition of the Project by the Borrower and excluding any supplemental rental assistance from the State, the federal
government, or any other public agency to the Very Low Income Resident or on behalf of the Space and the mobile
home) shall not exceed one-twelfth of 30% of 50% of Median Income for the Area, adjusted for household size in the
manner set forth in the Regulatory Agreement; (b) where a Very Low Income Resident is the registered owner of the
mobile home and is making mortgage payments for the purchase of that mobile home, the total rental charge of
occupancy of the Space (excluding any charges for utilities and storage and excluding any supplemental rental
assistance from the State, the federal government, or any other public agency to the Very Low Income Resident or on
behalf of the Space and the mobile home), shall not exceed one-twelfth of 15% of 50% of Median Income for the Area,
adjusted for household size in the manner set forth in the Regulatory Agreement; and (c) where a Very Low Income
Resident rents both the mobile home and the Space occupied by the mobile home, the total rental payments paid by
the Very Low Income Resident on the mobile home and the Space occupied by the mobile home (excluding any
supplemental rental assistance from the State, the federal government, or any other public agency to that Very Low
Income Resident or on behalf of that Space and mobile home) shall not exceed one-twelfth of 30% of 50% of Median
Income for the Area, as adjusted for household size in the manner set forth in the Regulatory Agreement.

The 2003 Rancho Brea Regulatory Agreement defines “Very Low Income Residents” as individuals or
families with an Adjusted Income, as calculated in the manner determined by the Secretary of the Treasury in
accordance with Section 142(d)(2)(B) of the Code, that does not exceed 50% of the Median Income for the Area, as most
recently determined by the Secretary of the Treasury pursuant to Section 142(d)(2)(B) of the Code, adjusted for
household size as set forth below. In no event, however, will the occupants of a Space be considered to be Very Low
Income Residents if all the occupants are students, as defined in Section 151(c)(4) of the Code, as such may be amended,
no one of which is entitled to file a joint federal income tax return.
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The 2003 Rancho Brea Regulatory Agreement defines “Lower Income Residents” as individuals or families
with an Adjusted Income, as calculated in the manner determined by the Secretary of the Treasury in accordance with
Section 142(d)(2)(B) of the Code, that does not exceed 80% of the Median Income for the Area, as most recently
determined by the Secretary of the Treasury pursuant to Section 142(d)(2)(B) of the Code, adjusted for household size
based on the following assumptions: two persons will occupy a single-wide mobile home and three persons will occupy
a multisectional mobile home.

The 2003 Rancho Brea Regulatory Agreement defines “Moderate Income Residents” as individuals or
families with an Adjusted Income, as calculated in the manner determined by the Secretary of the Treasury in
accordance with Section 142(d)(2)(B) of the Code, that does not exceed 120% of the Median Income for the Area, as
most recently determined by the Secretary of the Treasury pursuant to Section 142(d)(2)(B) of the Code, adjusted for
household size.

In addition, the 2003 Rancho Brea Regulatory Agreement provides that 50 rent restricted Spaces, of which at
least 10 Spaces must be Very Low Income Spaces, 16 Spaces must be Lower Income Spaces, and the remaining
number must be Moderate Income Spaces, must have total rental charges resulting in occupancy at affordable housing
costs for the occupants of such Spaces within the meaning of California Health and Safety Code Sections 33334.2 and
33413, treating such housing as rental housing for such purpose. Pursuant to this requirement, the rents for these
spaces are limited to 30% of 50% Median Income for the Area, in the case of the Very Low Income Spaces, 30% of 60%
of Median Income for the Area, in the case of the Lower Income Spaces, and 30% of 110% of Median Income for the
Area, in the case of the Moderate Income Spaces.

Rancho Brea is also subject to a Regulatory Agreement and Declaration of Restrictive Covenants (the “2014
Rancho Brea Regulatory Agreement”) among the Authority, the Trustee and the Borrower. Among other things, the
2014 Rancho Brea Regulatory Agreement provides that 20% of the spaces at Rancho Brea must be rented to Very Low
Income Residents and imposes limitations on the amount of rent that the Borrower may charge for such spaces rented
to Very Low Income Residents. While the prior Regulatory Agreement is in effect, compliance with the terms thereof
will satisfy the requirements of the 2014 Regulatory Agreement. For a more detailed discussion of the 2014 Regulatory
Agreements, see “APPENDIX D - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - THE REGULATORY
AGREEMENTS.”
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According to a Property Condition Assessment prepared by Lawrence O. McDermott, RCE/PLS, dated
March 3, 2014 (the “Inspection Report”), Rancho Brea will need approximately $7,650 in repairs within one year
from the date of the Inspection Report, and additional repairs and replacements over a longer time frame, as
summarized in the following table:

Table 5
Rancho Brea Mobile Home Estates

Repair and Replacement Projected Budget

Component: Year1 Years 2-10 Years 11-35 Total
Roads & Drainage - $25,300 $233,000 $258,300
Water System $750 $56,567 $78,665 $135,982
Sewer System - $10,000 - $10,000
Gas System $750 $21,567 $29,272 $51,589
Electrical System $2,650 $98,199 $102,915 $203,764
Buildings $3,500 $19,000 $122,000 $144,500
Landscape/Commons - $17,000 $57,700 $74,700
Estimated Total Costs $7,650 $247,633 $623,552 $878,835

Source: Lawrence O. McDermott RCE/PLS

These repairs and replacements will be funded initially from the Renewal and Replacement Fund and thereafter from
net revenues deposited to such fund from the Projects.

The following table summarizes operating results for Rancho Brea for the last three fiscal years. Audited
financial statements were used to prepare the following summary as to calendar years 2011 and 2012, and the financial
statements used to prepare the summary as to calendar year 2013 are currently under audit.
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Table 6
Rancho Brea Mobile Home Estates
Summary of Historical Operating Results

Years Ended December 31,

2013 2012 2011
Income
Rental Income $ 922012 $ 903226 $ 880,767
Vacancies - - (2,979)
Pass-Through Utility Income 193,973 188,870 166,050
Other Income 1,865 3,518 1,638
Total Income 1,117,849 1,095,615 1,045,476
Expenses
Legal, accounting and professional 19,837 21,290 19,262
Insurance 8,755 9,391 9,903
Reparrs and mamtenance 45,316 35,742 43314
General and adminstrative 18,632 14,365 10,104
Salaries and related expenses 85,333 87,356 89,198
Utilities 236,059 209,626 181,348
Licenses and permuts 4,247 4,338 664
Property taxes 11,023 25,810 28,185
Professional management 38,698 37475 36,155
Total Expenses 467,899 445,393 418,133
Net Operating Income $ 649950 $ 650,222 $ 627344

Source: Caritas Affordable Housing, Inc.

Estrella de Oro. Estrella de Oro is located at 220 Camino Corto, in Vista, California, a community of
approximately 92,100 residents, in northwestern San Diego County. The immediate neighborhood is predominantly
residential.

Estrella de Oro is a 107-space mobile home park, constructed in 1956 on approximately 13 acres. Residency at
Estrella de Oro is unrestricted as to age. Amenities include a clubhouse, pool, spa, playground and laundry room. Gas,
electric and water utilities are owned by the Borrower and are sub-metered and billed by the Borrower to the residents.
Garbage collection and sewer use are billed by the Borrower at a flat rate for each space. Cable television services are
billed directly to the residents by the cable services provider.

The mobile home mix consists of 68 double-wide units and 39 single-wide units. The Borrower owns 1 of the
units. As of December 31, 2013, Estrella de Oro’s occupancy rate was 100%.

While the Borrower has not obtained a current appraisal of Estrella de Oro, the Borrower estimates a value of
$5,686,114 for Estrella de Oro on its books based on a 7% capitalization rate as of March 31, 2014. The Borrower
maintains this value for internal purposes. The assessed value indicated by the County of San Diego for the 2013-2014
tax year for Estrella de Oro is $4,308,088. The Borrower does not guaranty the value of each project nor the amount
received if the property were sold.
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Estrella de Oro, along with certain other mobile home parks in the City of Vista, including Vista Manor, is
subject to a local rental accord entered into between the City of Vista and the owners of such parks as of January 1,
1996 and recorded January 27, 1997. The accord exempts the covered parks from any other local rent control
ordinances. In lieu thereof, the accord permits rents to be increased once a year by a rate equal to the increase of the
CPI; provided, however, that if the CPI increases by more than 3.0% in any one year, the rent may be increased by 3%
plus a percentage equal to 65% of the increase in CPI from 3.1% to 10%. If the CPI in any one year increases by more
than 10%, the rent may be increased by 5.5% plus a percentage equal to 65% of the increase in CPI over 5.5%. The
accord also promulgated a model lease which required a term of five years, with options for three, five year renewals,
provided that any such renewal shall not extend beyond December 31, 2016, the date on which the accord terminates
by its terms.

Estrella de Oro is subject to a Regulatory Agreement, executed in connection with the Series 2003 Bonds,
that expires on March 24, 2054 (the “2003 Estrella de Oro Regulatory Agreement”). The 2003 Estrella de Oro
Regulatory Agreement provides that: (a) not less than 20% of the spaces at Estrella de Oro must be designated as
Very Low Income Spaces; and (b) not less than 55% of the spaces at Estrella de Oro must be designated as Lower
Income Spaces (all as defined therein).

Under the 2003 Estrella de Oro Regulatory Agreement, the monthly rent for one-half of the Very Low
Income Spaces (i.e., 10% of the total Spaces) is limited as follows: (a) where a Very Low Income Resident is both the
registered and legal owner of the mobile home and is not making mortgage payments for the purchase of that mobile
home, the total rental charge for occupancy of the Space (excluding a reasonable allowance for other related housing
costs determined at the time of acquisition of the Project by the Borrower and excluding any supplemental rental
assistance from the State, the federal government, or any other public agency to the Very Low Income Resident or on
behalf of the Space and the mobile home) shall not exceed one-twelfth of 30% of 50% of Median Income for the Area,
adjusted for household size in the manner set forth in the Regulatory Agreement; (b) where a Very Low Income
Resident is the registered owner of the mobile home and is making mortgage payments for the purchase of that mobile
home, the total rental charge of occupancy of the Space (excluding any charges for utilities and storage and excluding
any supplemental rental assistance from the State, the federal government, or any other public agency to the Very Low
Income Resident or on behalf of the Space and the mobile home), shall not exceed one-twelfth of 15% of 50% of Median
Income for the Area, adjusted for household size in the manner set forth in the Regulatory Agreement; and (c) where a
Very Low Income Resident rents both the mobile home and the Space occupied by the mobile home, the total rental
payments paid by the Very Low Income Resident on the mobile home and the Space occupied by the mobile home
(excluding any supplemental rental assistance from the State, the federal government, or any other public agency to
that Very Low Income Resident or on behalf of that Space and mobile home) shall not exceed one-twelfth of 30% of
very low income as established by the U.S. Department of Housing and Urban Development for the Area, as adjusted
for household size in the manner set forth in the Regulatory Agreement.

The 2003 Estrella de Oro Regulatory Agreement defines “Very Low Income Residents” as individuals or
families with an Adjusted Income, as calculated in the manner determined by the Secretary of the Treasury in
accordance with Section 142(d)(2)(B) of the Code, that does not exceed 50% of the Median Income for the Area, as most
recently determined by the Secretary of the Treasury pursuant to Section 142(d)(2)(B) of the Code, as adjusted for
household size as set forth below. In no event, however, will the occupants of a Space be considered to be Very Low
Income Residents if all the occupants are students, as defined in Section 151(c)(4) of the Code, as such may be amended,
no one of which is entitled to file a joint federal income tax return.
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In addition, the monthly rent charged for the Lower Income Spaces is limited as follows: (a) where a Lower
Income Resident rents both the mobile home and the Space occupied by the mobile home, the total rental payments
paid by the Lower Income Resident on the mobile home and the Space occupied by the mobile home (excluding any
supplemental rental assistance from the State, the federal government, or any other public agency to that Lower
Income Resident or on behalf of that Space and mobile home) shall not exceed one-twelfth of 30% of 70% of median
household income as established by the U.S. Department of Housing and Urban Development for the Area, as
adjusted for household size; and (b) where the Lower Income Resident is both the registered and legal owner of the
mobile home, the total rental charge for occupancy of the Space (excluding a reasonable allowance for other related
housing costs determined at the time of the acquisition of the Project by the Borrower and excluding any supplemental
rental assistance from the State, the federal government, or any other public agency to the Lower Income Resident or
on behalf of the Space and the mobile home) shall not exceed one-twelfth of 30% of 70% of median household income
as established by the U.S. Department of Housing and Urban Development for the Area, adjusted for household size.

The 2003 Estrella de Oro Regulatory Agreement defines “Lower Income Residents” as individuals or
families with an Adjusted Income, as calculated in the manner determined by the Secretary of the Treasury in
accordance with Section 142(d)(2)(B) of the Code, that does not exceed 80% of the Median Income for the Area, as
most recently determined by the Secretary of the Treasury pursuant to Section 142(d)(2)(B) of the Code, adjusted for
household size based on the following assumptions: two persons will occupy a single-wide mobile home and three
persons will occupy a multisectional mobile home.

Estrella de Oro is also subject to a Regulatory Agreement and Declaration of Restrictive Covenants (the
“2014 Estrella de Oro Regulatory Agreement”) among the Authority, the Trustee and the Borrower. Among other
things, the 2014 Estrella de Oro Regulatory Agreement provides that 20% of the spaces at Estrella de Oro must be
rented to Very Low Income Residents and imposes limitations on the amount of rent that the Borrower may charge for
such spaces rented to Very Low Income Residents. While the prior Regulatory Agreement is in effect, compliance
with the terms thereof will satisfy the requirements of the 2014 Regulatory Agreement. For a more detailed discussion
of the 2014 Regulatory Agreements, see “APPENDIX D - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS -
THE REGULATORY AGREEMENTS.”

According to a Property Condition Assessment prepared by Lawrence O. McDermott, RCE/PLS, dated
March 3, 2014 (the “Inspection Report”), Estrella de Oro will need approximately $40,300 in repairs within one year
from the date of the Inspection Report, and additional repairs and replacements over a longer time frame, as
summarized in the following table:

Table 7
Estrella de Oro
Repair and Replacement Projected Budget
Component: Year 1 Years 2-10 Years 11-35 Total
Roads & Drainage - $107,000 $309,000 $416,000
Water System $825 $57,223 $78,665 $136,713
Sewer System - $10,000 $20,000 $30,000
Gas System $825 $22,223 $29,273 $52,321
Electrical System $2,650 $103,199 $119,244 $225,093
Buildings $35,000 $57,000 $101,848 $193,848
Landscape/Commons $1,000 $9,949 $36,698 $47,647
Estimated Total Costs $40,300 $366,594 $694,728 $1,101,621
Source: Lawrence O. McDermott RCE/PLS
Appendix A
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These repairs and replacements will be funded initially from the Renewal and Replacement Fund and thereafter from
net revenues deposited to such fund from the Projects.

The following table summarizes operating results for Estrella de Oro for the last three fiscal years. Audited
financial statements were used to prepare the following summary as to calendar years 2011 and 2012, and the financial
statements used to prepare the summary as to calendar year 2013 are currently under audit.

Table 8
Estrella de Oro
Summary of Historical Operating Results

Years Ended December 31,

2013 2012 2011
Income
Rental Income $ 661,777 $ 648529 $ 628,949
Vacancies 34 (3,577) (4,270)
Pass-Through Utility Income 160,492 150,162 148,516
Other Income 22,886 25,194 25,117
Total Income 845,189 820,309 798,312
Expenses
Legal, accounting and professional 18,361 21,182 21,850
Insurance 8,989 9,798 10,135
Repairs and maintenance 30,062 27480 23,772
General and adminstrative 18,843 15,194 32,763
Salaries and related expenses 152,153 150,001 156,799
Utilities 180,583 127,957 125,347
Licenses and permits 4,408 2,704 1,746
Property taxes 5,321 51,401 48788
Professional management 28,773 28,323 27136
Total Expenses 4477493 434,039 448,336
Net Operating Income $ 397696 $ 386270 $ 349,976

Source: Caritas Affordable Housing, Inc.

Vista Manor Mobile Home Park. The Vista Manor Mobile Home Park (“Vista Manor”) is located at 200
Olive Avenue in Vista, California, adjacent to Estrella de Oro. The immediate neighborhood is predominantly
residential.

Vista Manor is a 159-space mobile home park, constructed in 1965 on approximately 20 acres. Residency at
Vista Manor is unrestricted as to age. Amenities include a clubhouse, pool, billiard room and laundry room. Gas and
electric utilities are owned by the Borrower and are sub-metered and billed by the Borrower to the residents. Water
utilities are owned by the Borrower and are included in the rent. Garbage collection and sewer use are billed by the
Borrower at a flat rate for each space. Cable television services are billed directly to the residents by the cable services
provider.

The mobile home mix consists of 115 double-wide units and 44 single-wide units. The Borrower owns 1 of the
units. As of December 31, 2013, Vista Manor’s occupancy rate was 100%.
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While the Borrower has not obtained a current appraisal of Vista Manor, the Borrower estimates a value of
$9,587,714 for Vista Manor on its books based on a 7% capitalization rate as of March 31, 2014. The Borrower
maintains this value for internal purposes. The assessed value indicated by the County of San Diego for the 2013-2014
tax year for Vista Manor is $6,408,320. The Borrower does not guaranty the value of each project nor the amount
received if the property were sold.

Vista Manor is subject to the rental accord described above under “Estrella de Oro.” Vista Manor is subject
to a Regulatory Agreement executed in connection with the Series 2003 Bonds, the terms of which are identical to the
2003 Estrella de Oro Regulatory Agreement also described above under “Estrella de Oro.”

Vista Manor is also subject to a Regulatory Agreement and Declaration of Restrictive Covenants (the “2014
Vista Manor Regulatory Agreement”) among the Authority, the Trustee and the Borrower. Among other things, the
2014 Vista Manor Regulatory Agreement provides that 20% of the spaces at Vista Manor must be rented to Very Low
Income Residents and imposes limitations on the amount of rent that the Borrower may charge for such spaces rented
to Very Low Income Residents. While the prior Regulatory Agreement is in effect, compliance with the terms thereof
will satisfy the requirements of the 2014 Regulatory Agreement. For a more detailed discussion of the 2014 Regulatory
Agreements, see “APPENDIX D - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - THE REGULATORY
AGREEMENTS.”

According to a Property Condition Assessment prepared by Lawrence O. McDermott, RCE/PLS, dated
March 3, 2014 (the “Inspection Report”), Vista Manor will need approximately $40,150 in repairs within one year
from the date of the Inspection Report, and additional repairs and replacements over a longer time frame, as
summarized in the following table:

Table 9
Vista Manor Mobile Home Park
Repair and Replacement Projected Budget

Component: Year1 Years 2-10 Years 11-35 Total
Roads & Drainage - $435,000 $354,000 $789,000
Water System $750 $56,567 $78,665 $135,982
Sewer System - $10,000 $20,000 $30,000
Gas System $750 $21,567 $29,272 $51,589
Electrical System $2,650 $98,199 $104,244 $205,093
Buildings $35,000 $57,000 $101,848 $193,848
Landscape/Commons $1,000 $9,949 $36,698 $47,647
Estimated Total Costs $40,150 $688,282 $724,727 $1,453,158

Source: Lawrence O. McDermott RCE/PLS

These repairs and replacements will be funded initially from the Renewal and Replacement Fund and
thereafter from net revenues deposited to such fund from the Projects.
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The following table summarizes operating results for Vista Manor for the last three fiscal years. Audited
financial statements were used to prepare the following summary as to calendar years 2011 and 2012, and the financial
statements used to prepare the summary as to calendar year 2013 are currently under audit.

Table 10
Vista Manor Mobile Home Park
Summary of Historical Operating Results

Years Ended December 31,

2013 2012 2011
Income
Rental Income $ 874525 $§ 856,157 $§ 914,074
Vacancies (15) (1,190) (4,865)
Pass-Through Utility Income 259,452 188,372 184,229
Other Income 30,449 113,127 46,428
Total Income 1,164,411 1,156,466 1,139,866
Expenses
Legal accounting and professional 15,173 24,209 23717
Insurance 12,732 14,180 14,736
Repairs and maintenance 49,929 56,184 38,730
General and adminstrative 29,160 14,847 59,046
Salaries and related expenses 77,870 84,640 79,7787
Utilities 272,404 186,937 178,737
Licenses and permits 4,105 2,673 4,563
Property taxes 14,025 81,185 75,546
Professional management 40,603 40,240 39,648
Total Expenses 516,000 505,096 514,561
Net Operating Income $ 648411 $ 651,370 $ 625,305

Source: Caritas Affordable Housing, Inc.
2005 Project

Valley Village Mobile Home Park. The Valley Village Mobile Home Park (“Valley Village”) is located at
6401 Country Club Drive in Rohnert Park, California, a community of approximately 40,000 residents, in Sonoma
County. The immediate neighborhood is predominantly residential.

Valley Village is a 283-space mobile home park, constructed in 1972 on approximately 37 acres. Residency at
Valley Village is age-restricted, in that it is operated as a senior citizen housing development in which at least one
occupant of the space is required to be at least 55 years of age. Amenities include a clubhouse, indoor spa, pool and
outdoor spa, laundry room and recreational vehicle storage. Gas, electric and cable television utilities are owned by
the utility companies and are billed directly to residents. Water, sewer and garbage collection charges are paid by the
Borrower and included in rent.

The mobile home mix consists of 247 double-wide units and 36 single-wide units. The Borrower owns 2 of
the units. As of December 31, 2013, Valley Village’s occupancy rate was 99%.
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While the Borrower has not obtained a current appraisal of Valley Village, the Borrower estimates a value of
$23,796,000 for Valley Village on its books based on a 7% capitalization rate as of March 31, 2014. The Borrower
maintains this value for internal purposes. The assessed value indicated by the County of Sonoma for the 2013-2014
tax year for Valley Village is $17,968,900. The Borrower does not guaranty the value of each project nor the amount
received if the property were sold.

The Valley Village Park is subject to an Affordable Housing Covenant (the “Rohnert Park Covenant”),
recorded November 14, 2005, between the Borrower and the Community Development Commission of the City of
Rohnert Park (“Rohnert Park”) in connection with a loan of $1,200,000 made by Rohnert Park to the Borrower (the
“Rohnert Park Loan”) to pay a portion of the costs of improvements to the Valley Village Park. Pursuant to the
Rohnert Park Covenant, for a term of fifty-five years from the date of recordation, the Borrower is required to rent
40% of the spaces in the Valley Village Park to Eligible Households (as defined in the Rohnert Park Covenant), and
the Rohnert Park Covenant also imposes restrictions on the rent that can be charged on such spaces. The Rohnert
Park Covenant defines “Eligible Households” as very-low and lower income persons and families who qualify as
senior citizens under California Civil Code Section 51.3, and whose income does not exceed the following limits: (a)
for not less than fifty-seven (57) Spaces, fifty percent (50%) of the area median income; and (b) for not less than fifty
seven (57) Spaces, eighty percent (80%) of the area median income.

The Rohnert Park Loan does not require any payments thereunder so long as the Borrower is in compliance
with the affordable housing covenants in the Rohnert Park Covenant and the principal of the Rohnert Park loan is to
be forgiven in 55 years from the date of the Loan. Pursuant to a Subordination Agreement between Rohnert Park and
the Trustee entered into with respect to the Bonds, the payments under the Rohnert Park Loan, if any, and the
security therefor, will be subordinate to the Borrower’s payments on, and the security for, the Bonds.

By its adoption of Ordinance No. 494 on December 8, 1987, as amended and supplemented by Ordinance Nos.
599, 607, 612, and 658 adopted in 1994, 1995, 1996, and 2000 respectively (the “City Rent Control Law”), the City of
Rohnert Park has established rules and procedures governing rent increases for mobile home spaces. The City Rent
Control Law is set forth in Chapter 9.70 of the City’s Municipal Code. Among other things, the City Rent Control Law
permits an annual rent increase, without Rent Control Board action, equal to the increase in the Consumer Price Index
(“CPI”) less one half of one percent, but in any event no more than a four percent annual increase. (For example, if the
annual increase in the CPI is 3%, the allowable rental increase would be 2.5%). Any increase above this level requires
review and approval by the City’s Rental Control Board. The Valley Village Park is subject to the City Rent Control
Law.

Valley Village is subject to a Regulatory Agreement executed in connection with the Series 2005 Bonds,
which expires on November 9, 2035 (the “2005 Valley Village Regulatory Agreement”). The 2005 Valley Village
Regulatory Agreement provides that not less than 20% of the spaces at Valley Village must be designated as Very Low
Income Spaces (as defined therein). The monthly rent for the Very Low Income Spaces (i.e., 20% of the total Spaces)
is limited as follows: (a) where a Very Low Income Resident is both the registered and legal owner of the mobile home
and is not making mortgage payments for the purchase of that mobile home, the total rental charge for occupancy of
the Space (excluding a reasonable allowance for other related housing costs determined at the time of acquisition of
the Project by the Borrower and excluding any supplemental rental assistance from the State, the federal government,
or any other public agency to the Very Low Income Resident or on behalf of the Space and the mobile home) shall not
exceed one-twelfth of 30% of 50% of Median Income for the Area, adjusted for household size in the manner set forth
in the Regulatory Agreement; (b) where a Very Low Income Resident is the registered owner of the mobile home and
is making mortgage payments for the purchase of that mobile home, the total rental charge of occupancy of the Space
(excluding any charges for utilities and storage and excluding any supplemental rental assistance from the State, the
federal government, or any other public agency to the Very Low Income Resident or on behalf of the Space and the
mobile home), shall not exceed one-twelfth of 15% of 50% of Median Income for the Area, adjusted for household size
in the manner set forth in the Regulatory Agreement; and (c) where a Very Low Income Resident rents both the
mobile home and the Space occupied by the mobile home, the total rental payments paid by the Very Low Income
Resident on the mobile home and the Space occupied by the mobile home (excluding any supplemental rental
assistance from the State, the federal government, or any other public agency to that Very Low Income Resident or on
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behalf of that Space and mobile home) shall not exceed one-twelfth of 30% of 50% of Median Income for the Area, as
adjusted for household size in the manner set forth in the Regulatory Agreement.

The 2005 Valley Village Regulatory Agreement defines “Very Low Income Residents” as individuals or
families with an Adjusted Income, as calculated in the manner determined by the Secretary of the Treasury in
accordance with Section 142(d)(2)(B) of the Code, that does not exceed 50% of the Median Income for the Area, as most
recently determined by the Secretary of the Treasury pursuant to Section 142(d)(2)(B) of the Code, adjusted for
household size as set forth below. In no event, however, will the occupants of a Space be considered to be Very Low
Income Residents if all the occupants are students, as defined in Section 151(c)(4) of the Code, as such may be amended,
no one of which is entitled to file a joint federal income tax return.
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Valley Village is also subject to a Regulatory Agreement and Declaration of Restrictive Covenants (the “2014
Valley Village Regulatory Agreement”) among the Authority, the Trustee and the Borrower. Among other things, the
2014 Valley Village Regulatory Agreement provides that 20% of the spaces at Valley Village must be rented to Very
Low Income Residents and imposes limitations on the amount of rent that the Borrower may charge for such spaces
rented to Very Low Income Residents. While the prior Regulatory Agreement and the Rohnert Park Covenant are in
effect, compliance with the terms thereof will satisfy the requirements of the 2014 Regulatory Agreement. For a more
detailed discussion of the 2014 Regulatory Agreements, see “APPENDIX D - SUMMARY OF PRINCIPAL LEGAL
DOCUMENTS - THE REGULATORY AGREEMENTS.”

According to a Property Condition Assessment prepared by Lawrence O. McDermott, RCE/PLS, dated
March 3, 2014 (the “Inspection Report”), Valley Village will need approximately $5,350 in repairs within one year
from the date of the Inspection Report, and additional repairs and replacements over a longer time frame, as
summarized in the following table:

Table 11
Valley Village Mobile Home Estates
Repair and Replacement Projected Budget

Component: Year1 Years 2-10 Years 11-35 Total
Roads & Drainage - $79,000 $847,000 $926,000
Water System - - - $0
Sewer System - $10,000 $20,000 $30,000
Gas System $2,175 $34,040 $80,181 $116,396
Electrical System $2,175 $139,040 $186,714 $327,929
Buildings - $17,700 $231,700 $249,400
Landscape/Commons $1,000 $13,000 $137,300 $151,300
Estimated Total Costs $5,350 $292,780 $1,502,895 $1,801,025
Source: Lawrence O. McDermott RCE/PLS
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These repairs and replacements will be funded initially from the Renewal and Replacement Fund and thereafter from
net revenues deposited to such fund from the Projects.

The following table summarizes operating results for Valley Village for the last three fiscal years. Audited
financial statements were used to prepare the following summary as to calendar years 2011 and 2012, and the financial
statements used to prepare the summary as to calendar year 2013 are currently under audit.

Table 12

Valley Village Mobile Home Estates
Summary of Historical Operating Results

Years Ended December 31,

2013 2012 2011
Income
Rental Income $ 2032929 §$ 2000537 $ 1945956
Vacancies (15,258) (17,350) (21,988)
Pass-Through Utility Income 431,640 425,733 426,796
Other Income 30,119 12,737 16,513
Total Income 2,479,430 2,421,157 2,367277
Expenses
Legal accounting and professional 38,738 59,303 46,335
Insurance 23,649 25,345 25,723
Repairs and maintenance 61,835 66,232 47456
General and adminstrative 34,267 56,934 37,051
Salaries and related expenses 166,236 166,607 152,766
Utilities 394,406 390,626 338,534
Licenses and permits 37,244 11,950 12,730
Property taxes 67,268 66,547 65,537
Professional management 86,097 84,477 82,375
Total Expenses 909,741 928,072 809,008
Net Operating Income $ 1,569,689 $ 1493085 §$ 1558270

Source: Caritas Affordable Housing, Inc.
2014 Projects

Aztec Mobile Home Estates. The Aztec Mobile Home Estates (“ Aztec”) is located at 7425 Church Street,
Yucca Valley, California, a community of approximately 20,700 residents, in San Bernardino County. The immediate
neighborhood is predominantly residential.

Aztec is a 165-space mobile home park, constructed in 1971 on approximately 17 acres. Residency at Aztec is
age-restricted, in that it is operated as a senior citizen housing development in which at least one occupant of the space
is required to be at least 55 years of age. Amenities at Aztec include a recreation center with an assembly room, service
kitchen, game room, restrooms with showers, billiards room, exercise room, indoor spa, pool, sauna, changing rooms,
indoor storage, laundry room, and dog park. Cable television is directly metered and paid by residents. Electricity, gas,
and water are sub-metered and paid by residents.
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In 2011, the California Regional Water Quality Control Board passed a resolution that will prohibit discharge
from septic tanks in the Town of Yucca Valley. The prohibition will be effective in phases, beginning May 19, 2016. In
response, the Hi-Desert Water District, which provides water services to the Town of Yucca Valley, is currently
developing a sewer system and wastewater treatment facilities. Residents will be required to connect to the sewer
system once available, and may be fined up to $5,000 daily by the Board if they continue to discharge from septic tanks
in violation of the resolution. Aztec lies within the initial phase, and will be subject to the prohibition against septic
tank discharge effective May 19, 2016. For the purpose of funding any required hook-in costs to the new sewer system
payable by Borrower, the seller has agreed to finance up to $500,000 towards the cost of the new sewer system
payable by Borrower. Pursuant to their purchase and sale agreement, the seller has agreed to deposit $500,000 from
his sale proceeds into a Holdback Escrow Account with Fidelity National Title Company pursuant to a Holdback
Escrow Agreement, evidencing its purchase of $500,000 Mobile Home Park Second Subordinate Revenue Bonds
(Taxable), Series 2014C-T (the “Series 2014C-T Bonds”). Under the terms of the Holdback Escrow Agreement,
amounts may be disbursed to Borrower from the Holdback Escrow Account upon presentation of contracts and
invoices for such hook-in costs, with the total amount disbursed representing a draw down of the principal amount of
the Series 2014C-T Bonds, provided that any amounts not disbursed within four years of the establishment of the
Holdback Escrow Account must be released to the seller. In the event that no disbursements are made from the
Holdback Escrow Account, upon termination of the Escrow Agreement, amounts in the Holdback Escrow Account
will be disbursed to the seller against surrender of the Series 2014C-T Bonds for cancellation. The Town of Yucca
Valley may also permit landowners to finance sewer hook-in costs through a special assessment.

The mobile home mix consists of 165 double-wide units. As part of the acquisition, the Seller expects to
transfer to Borrower approximately 14 of the mobile homes upon acquisition. As of September 2013, Aztec’s
occupancy rate was 98%.
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According to an appraisal of Aztec dated as of September 26, 2013 and prepared by Neet, the market value of
Aztec as of September 26, 2013 was $10,700,000. The Borrower is acquiring the park for a purchase price of
$10,650,000 which will be paid from the proceeds of the Bonds. The following table prepared by the Appraiser
summarizes the findings of the rental survey of competitive alternatives to Aztec.

Table 13
Aztec Mobile Home Estates
Market Rental Survey
RENTAL DATA NO. 1 (Subject) 2 3 4 5 6
PARK NAME Aztec Mobile Gates of Spain Country Club Apache Mobile Royal Crest Fairway
Home Park MHE Park MHP Mobile Estates
ADDRESS, CITY 7425 Church 7501 Palm 54999 56254 29 7484 Kickapoo 55524 Yucca
Street, Yucca Ave, Yucca Martinez Trail, Palms Hwy, Trail, Yucca Trail, Yucca
Valley Valley Yucca Valley Yucca Valley Valley Valley
NO. SPACES 164 130 110 136 47 82
APPROX. AGE 42 37 40 50 52 unk
AGE RESTRICTION Senior (55+) Senior (55+) Senior (55+) Senior (55+) Senior (55+) Senior (55+)
SINGLEWIDE SPACES (%) 0% 0% 10% 25% 60% 95%
SINGLEWIDE UNITS (%) 36% 2% 10% 25% 60% 95%
OCCUPANCY 98% 100% 97% 96% 100% 88%
FEATURES & AMENITIES Pool, Spa, Clubhouse, Laundry, Pool, Indoor Pool Pool,
Sauna, Spa, Billiards Storage, Spa, Recreation
Clubhouse Indoor Spa, Clubhouse, Facility
Pool, Laundry,
Clubhouse Shuffleboard
VEHICLE STORAGE FEE $7.50 $13.00 $50.00 $20.00 N/A N/A
RENTAL RATES:
RENT RANGE-LOW $430.00 $465.00 $453.00 $315.00 $400.00
RENT RANGE-HIGH $495.00 $480.00 $453.00 $315.00 $400.00
APPROX. AVG. RENT $455.16 $470.00 $453.00 $315.00 $400.00
TRANSFER RATE-LOW $470.00 $465.00 $453.00 $315.00 $400.00 $360.00
TRANSFER RATE-HIGH $470.00 $480.00 $453.00 $315.00 $400.00 $360.00
NEW MOVE-IN RATE-LOW $470.00 $465.00 $453.00 $315.00 $400.00 $360.00
NEW MOVE-IN RATE-HIGH $470.00 $480.00 $453.00 $315.00 $400.00 $360.00
LESSOR PAID SERVICES Sewer Sewer, Trash Sewer, Trash None None Sewer
ADJUSTMENT $0.00 -$15.00 -$15.00 $15.00 $15.00 $0.00
SERVICE ADJUSTED RATES:
RENT RANGE-LOW $430.00 $450.00 $438.00 $330.00 $415.00
RENT RANGE-HIGH $495.00 $465.00 $438.00 $330.00 $415.00
APPROX. AVG. RENT $455.16 $455.00 $438.00 $330.00 $415.00
TRANSFER RATE-LOW $470.00 $450.00 $438.00 $330.00 $415.00 $360.00
TRANSFER RATE-HIGH $470.00 $465.00 $438.00 $330.00 $415.00 $360.00
NEW MOVE-IN RATE-LOW $470.00 $450.00 $438.00 $330.00 $415.00 $360.00
NEW MOVE-IN RATE-HIGH $470.00 $465.00 $438.00 $330.00 $415.00 $360.00
RENTAL AGREEMENT MtM 1Yr 1Yr, MtM MtM 1Yr MtM
INCREASES $15 Jan 2012 Last Inc No recent Noincin 7 yrs Last Inc 2012 unk
4/2013 increase
RENT CONTROL No No No No No No
QUALITY Good Good Good Average-Good Average Average
CONDITION Good Good Good Average-Good Average Fair

Source: John P. Neet, MAI

Aztec is subject to a Regulatory Agreement and Declaration of Restrictive Covenants (the “2014 Aztec
Regulatory Agreement”) among the Authority, the Trustee and the Borrower. Among other things, the 2014 Aztec
Regulatory Agreement provides that 20% of the spaces at Aztec must be rented to Very Low Income Residents and
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imposes limitations on the amount of rent that the Borrower may charge for such spaces rented to Very Low Income
Residents. For a more detailed discussion of this Regulatory Agreement, see “APPENDIX D - SUMMARY OF
PRINCIPAL LEGAL DOCUMENTS - THE REGULATORY AGREEMENTS.”

According to a Phase I Environmental Site Assessment by Property Condition Assessments, LLC, dated
September 26, 2013, there is no evidence of recognized environmental conditions at Aztec. Accordingly, no action is
required to be taken.

According to a Property Condition Assessment prepared by Property Condition Assessments, LLC, dated
November 11, 2013 (the “Inspection Report”), Aztec will need approximately $111,900 in repairs within one year
from the date of the Inspection Report, and additional repairs and replacements over a longer time frame, as
summarized in the following table:

Table 14
Aztec Mobile Home Estates
Repair and Replacement Projected Budget

Component: Year1 Years 2-10 Years 11-35 Total
Site Improvements $20,750 $68,870 $195,480 $285,100
Structural - - - -
Building Exterior $1,000 $14,620 $42,480 $58,100
Roofing - - $57,340 $57,340
Building Interiors $10,000 - $15,000 $25,000
Limited Disabled-Access Review $63,000 - - $63,000
HVAC - $26,250 $26,250
Plumbing Systems $13,650 $69,250 $12,000 $94,900
Electrical Systems $3,500 $18,000 - $21,500
Fire/Life-Safety Systems - - - -
Vertical Transportation - - - -
Public Records Review - - - -
Estimated Total Costs $111,900 $170,740 $348,550 $631,190

Source: Property Condition Assessments, LLC

These repairs and replacements will be funded initially from a deposit of Bond proceeds to the Repair and

Replacement Fund and thereafter from available net revenues deposited to such fund from the Projects.
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The following table summarizes operating results for Aztec for the last three fiscal years. The financial
statements used to prepare the following summary have not been audited and were not prepared in accordance with
generally accepted accounting principles. The operating results shown below could differ significantly from those that
would have been obtained if audits had been performed and if such statements had been prepared in accordance with
such principles.

Table 15
Aztec Mobile Home Estates
Summary of Historical Operating Results

Years Ended December 31,

2013 2012 2011
Receipts
Rental Income $ 903,600 $ 897370 $ 862,155
Vacancies (31,490) (30,550) (28,550)
Pass-Through Utility Income 225,250 219,831 221,404
Other Income 12,595 10,727 10,070
Total recepts 1,109,955 1,097,378 1,065,079
Op erating disbursements

Legal accounting and professional - 500 -
Insurance 10,445 10,361 9,979
Reparrs and mamntenance 4,129 7,635 3,402
General and adminstrative 3,266 3,423 3,603
Salaries and related expenses 54,503 54,679 50,702
Utilities 228,642 212,287 230,881
Licenses and permuts 6,161 5,695 5,381
Property taxes 80,244 79,822 77311
Professional management 44,398 44,075 42,538
Total operating disbursements 431,788 418,527 428797
Excess of receipts over

operating disbursements $ 673,167 $ 673,851 $ 636,282

Source: Caritas Affordable Housing, Inc., based on information provided by the Seller.

Desert Sands Estates. Desert Sands Estates (“Desert Sands”) is located at 45111 25 Street East, Lancaster,
California in Los Angeles County. The immediate neighborhood is predominantly residential.

Desert Sands is a 123-space mobile home park, constructed in 1989 on approximately 18 acres. Residency at
Desert Sands is unrestricted as to age. Amenities include a recreational center with assembly room, pool, service
kitchen, billiards room, fitness room, pool, spa, restrooms, ball court, and playground. Cable television is directly
metered and paid by residents. Electricity, gas, and water are sub-metered and paid by residents. Sewer is included in
rent.

The mobile home mix consists of 123 double-wide units. As of August 2013, the occupancy rate of Desert
Sands was 100%.
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According to an appraisal of Desert Sands dated September 3, 2013 and prepared by Neet, the market value
of Desert Sands as of August 22, 2013 was $4,500,000. The Borrower and the City of Lancaster are parties to a
Purchase and Sale Agreement pursuant to which the Borrower has agreed to purchase Desert Sands for a price of
$4,000,000 from the proceeds of the Bonds. The following table prepared by the Appraiser summarizes the findings
of the rental survey of competitive alternatives to Desert Sands:

Table 16
Desert Sands Estates
Market Rental Survey
RENTAL DATA NO. 1 (Subject) 2 3 4 5 6
PARK NAME Desert Sands Lancaster Friendly Chapparal Brierwood Bel Air Estates
Estates Estates Village MHP MHE
ADDRESS, CITY 45111 25th 45465 25th 1301 E. Aveue 1501 E. 45800 2121E.
Street East, Street East, I, Lancaster Avenue |, Challenger Avenue |,
Lancaster Lancaster Lancaster Way, Lancaster
Lancaster
NO. SPACES 123 302 464 94 308 130
APPROX. AGE 24 25 43 29 43 30
AGE RESTRICTION Unrestricted Unrestricted Unrestricted Unrestricted Unrestriced Unrestricted
Age Age Age Age Age Age
SINGLEW IDE SPACES (%) 0% 0% 0% 0% 10% 0%
SINGLEWIDE UNITS (%) 0% 3% 10% 0% 30% 0%
OCCUPANCY 100% 100% 100% 99% 99% 96%
FEATURES & AMENITIES Pool, Spa, Pool, Spa, Pool, Spa, Pool, Spa, Pool, Spa, Pool,
Sauna, Clubhouse, Clubhouse, Clubhouse, Clubhouse Clubhouse,
Clubhouse Tennis Laundry Playground Tennis
VEHICLE STORAGE FEE $15.00 $30.00 $40.00 $20.00 $10.00 $25.00
RENTAL RATES:
RENT RANGE-LOW $353.86 $375.00 $399.00 $375.00 $330.00
RENT RANGE-HIGH $373.21 $475.00 $459.00 $575.00 $450.00
APPROX. AVG. RENT $361.96 $425.00 $430.00 $490.00 $400.00
TRANSFER RATE-LOW $373.21 $375.00 $399.00 $375.00 $330.00 $400.00
TRANSFER RATE-HIGH $373.21 $475.00 $459.00 $575.00 $450.00 $400.00
NEW MOVE-IN RATE-LOW $373.21 $475.00 $399.00 $375.00 $330.00 $400.00
NEW MOVE-IN RATE-HIGH $373.21 $475.00 $459.00 $575.00 $450.00 $400.00
LESSOR PAID SERVICES Sewer None None None None None
ADJUSTMENT $0.00 $15.00 $15.00 $15.00 $15.00 $15.00
SERVICE ADJUSTED RATES:
RENT RANGE-LOW $353.86 $390.00 $414.00 $390.00 $345.00
RENT RANGE-HIGH $373.21 $490.00 $474.00 $590.00 $465.00
APPROX. AVG. RENT $361.96 $440.00 $445.00 $505.00 $415.00
TRANSFER RATE-LOW $373.21 $390.00 $414.00 $390.00 $345.00 $415.00
TRANSFER RATE-HIGH $373.21 $490.00 $474.00 $590.00 $465.00 $415.00
NEW MOVE-IN RATE-LOW $373.21 $490.00 $414.00 $390.00 $345.00 $415.00
NEW MOVE-IN RATE-HIGH $373.21 $490.00 $474.00 $590.00 $465.00 $415.00
RENTAL AGREEMENT 10 Year Lease MtM, 3Yr,5Yr MtM MtM, 5Yr 5,10,30Yr All on long
Lease Lease Lease term lease
INCREASES Annual, Last Annual, 2013 Inc will be Annual based Annual 3.2% Annual
8/2013,3.2% 3% on Anniv 10/2013 based on CPI 8/2013
Date on CPI
RENT CONTROL Lancaster Lancaster Lancaster Lancaster Lancaster Lancaster
QUALITY Good Good Good Good Average Good
CONDITION Good Average-Good Average-Good Good Average Good
Source: John P. Neet, MAI
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Desert Sands is subject to the same rental control ordinance described above for Friendly Village. Desert
Sands is subject to a Regulatory Agreement executed in connection with a 1997 bond financing, which expires on
August 12, 2052 (the “1997 Desert Sands Regulatory Agreement”). The 1997 Desert Sands Regulatory Agreement
provides that: (a) not less than 20% of the spaces at Desert Sands must be designated as Very Low Income Spaces (as
defined therein); and (b) not less than 40% of the spaces at Desert Sands must be designated as Lower Income Spaces
(as defined therein). The monthly rent for Very Low Income Spaces is limited as follows: (a) where a Very Low
Income Resident is both the registered and legal owner of the mobile home and is not making mortgage payments for
the purchase of that mobile home, the total rental charge for occupancy of the Space (excluding a reasonable allowance
for other related housing costs determined at the time of acquisition of the Project by the Borrower and excluding any
supplemental rental assistance from the State, the federal government, or any other public agency to the Very Low
Income Resident or on behalf of the Space and the mobile home) shall not exceed one-twelfth of 30% of 50% of Median
Income for the Area, adjusted for household size in the manner set forth in the Regulatory Agreement; and (b) where a
Very Low Income Resident is the registered owner of the mobile home and is making mortgage payments for the
purchase of that mobile home, the total rental charge of occupancy of the Space (excluding any charges for utilities
and storage and excluding any supplemental rental assistance from the State, the federal government, or any other
public agency to the Very Low Income Resident or on behalf of the Space and the mobile home), shall not exceed one-
twelfth of 15% of 50% of Median Income for the Area, adjusted for household size in the manner set forth in the
Regulatory Agreement.

The 1997 Desert Sands Regulatory Agreement defines “Very Low Income Residents” as individuals or
families with an Adjusted Income, as calculated in the manner determined by the Secretary of the Treasury in
accordance with Section 142(d)(2)(B) of the Code, that does not exceed 50% of the Median Income for the Area, as most
recently determined by the Secretary of the Treasury pursuant to Section 142(d)(2)(B) of the Code, adjusted for
household size as set forth below. In no event, however, will the occupants of a Space be considered to be Very Low
Income Residents if all the occupants are students, as defined in Section 151(c)(4) of the Code, as such may be amended,
no one of which is entitled to file a joint federal income tax return.

Household Size Adjustment
1 70 %

80

90

100
108
116
124
132

00 N O\NUl hWN

The 1997 Desert Sands Regulatory Agreement defines “Lower Income Residents” as individuals or families
with an Adjusted Income, as calculated in the manner determined by the Secretary of the Treasury in accordance with
Section 142(d)(2)(B) of the Code, that does not exceed 80% of the Median Income for the Area, as most recently
determined by the Secretary of the Treasury pursuant to Section 142(d)(2)(B) of the Code, adjusted for household size
based on the following assumptions: two persons will occupy a single-wide mobile home and three persons will occupy
a multisectional mobile home.

Desert Sands is also subject to a Regulatory Agreement and Declaration of Restrictive Covenants (the “2014
Desert Sands Regulatory Agreement”) among the Authority, the Trustee and the Borrower. Among other things, the
2014 Desert Sands Regulatory Agreement provides that 20% of the spaces at Desert Sands must be rented to Very
Low Income Residents and imposes limitations on the amount of rent that the Borrower may charge for such spaces
rented to Very Low Income Residents. While the prior Regulatory Agreement is in effect, compliance with the terms
thereof will satisfy the requirements of the 2014 Regulatory Agreement. For a more detailed discussion of this
Regulatory Agreement, see “APPENDIX D - SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - THE
REGULATORY AGREEMENTS.”
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According to a Phase 1 Environmental Site Assessment of Property Condition Assessments, LLC, dated

September 16, 2013, there is no evidence of recognized environmental conditions at Desert Sands. Accordingly, no
action is required to be taken.

According to a Property Condition Assessment prepared by Property Condition Assessments, LLC, dated
November 11, 2013 (the “Inspection Report”), Desert Sands will need approximately $135,857 in repairs within one

year from the date of the Inspection Report, and additional repairs and replacements over a longer time frame, as
summarized in the following table:

Table 17

Desert Sands Estates
Repair and Replacement Projected Budget

Component: Year1 Years 2-10 Years 11-35 Total
Site Improvements $41,907 $68,657 $175,971 $286,535
Structural - - - -
Building Exterior - $6,780 $27,120 $33,900
Roofing $5,000 - - $5,000
Building Interiors - - - -
Limited Disabled-Access Review $57,000 - - $57,000
HVAC $7,500 - $30,000 $37,500
Plumbing Systems $10,700 $52,700 $7,500 $70,900
Electrical Systems $13,750 $63,000 - $76,750
Fire/Life-Safety Systems - - - -
Vertical Transportation - - - -
Public Records Review - - - -
Estimated Total Costs $135,857 $191,137 $240,591 $567,585

Source: Property Condition Assessments, LLC

These repairs and replacements will be funded initially from the Renewal and Replacement Fund and

thereafter from net revenues deposited to such fund from the Projects.
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The following table summarizes the operating results for Desert Sands for the last three fiscal years. The
financial statements of this Project used to prepare the following have not been audited and were not prepared in
accordance with generally accepted accounting principles. The operating results shown below could differ
significantly from those that would have been obtained if audits had been performed and if such statements had been
prepared in accordance with such principles.

Table 18
Desert Sands Estates
Summary of Historical Operating Results

Years Ended December 31,

2013 2012 2011
Receipts
Rental Income $ 541,154 $ 526,843 $§ 520,528
Delinquencies (12,837) (6,782) (3,400)
Vacancies (13,389) (17,986) (18,009)
Pass-Through Utility Income 180,355 176,576 182,676
Other Income 4412 14,286 7.164
Total recepts 699,695 692,937 688,959
Operating disbursements

Legal accounting and professional 19,737 16,713 4,350
Insurance 6,901 7227 6,806
Supplies 5,092 11,728 7,302
Repairs and maintenance 72,202 50,446 43,061
General and adminstrative 36,311 30,107 32,521
Salaries and related expenses 121,577 103,425 83,294
Utilities 203,310 191,044 187,036
Licenses and permuts 1,623 1,414 423
Property taxes 275 1,804 347
Professional management 26,400 26,400 26,600
Total operating disbursements 493,428 440,308 391,740
Excess of receipts over

operating disbursements $ 206267 $ 252629 $§ 297219

Source: Caritas Affordable Housing, Inc., based on information provided by the Seller.

Sterling Shores Estates. Sterling Shores Estates (“Sterling Shores”) is located at 5830 Robin Hill Drive in
Lakeport, California on the western shore of Clear Lake. Lakeport, a community of approximately 5,000 residents, is
in western Lake County. The immediate neighborhood is comprised of residential single-family subdivisions and
several mobile home parks.

Sterling Shores is a 68-space mobile home park, constructed in 1980 on approximately 28 acres. Residency at
Sterling Shores is age-restricted, in that it is operated as a senior citizen housing development in which at least one
occupant of the space is required to be at least 55 years of age. The community clubhouse is a double-wide mobile
home. Amenities include a pool, boat dock, and boat launch. Electric and cable television are directly metered and paid
by residents. Water and sewer are not metered and are included in rent.
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The mobile home mix consists of 66 double-wide units and two single-wide units. As of November 2013, the
occupancy rate of Sterling Shores was 99%.

According to an appraisal of Sterling Shores dated October 14, 2013 and prepared by Neet, the market value
of Sterling Shores as of November 1, 2013 was $5,450,000 which equals the purchase price for such park. The
following table prepared by the Appraiser summarizes the findings of the rental survey of competitive alternatives to

Sterling Shores.
Table 19
Sterling Shores Estates
Market Rental Survey
RENTAL DATA NO. 1 (Subject) 2 3 a4 5
PARK NAME Sterling Shores Perks Mobile Lakeport Lagoons = Westwind Mobile Bayview
Estates Home Park Home Park
ADDRESS, CITY 5830 Robin Hill 4265 Lakeshore 1800 S. Main St., 11270 Konocti 8920 Soda Bay
Drive, Lakeport Blvd., Lakeport Lakeport Drive, Lower Lake Road, Kelseyville
NO. SPACES 68 51 96 41 83
APPROX. AGE 33 35 35 35 40
AGE RESTRICTION Senior (55+) Senior 55+ Senior 55+ Unrestricted Age Unrestricted Age
SINGLEWIDE SPACES (%) 0% 0% 0% 51% 90%
SINGLEWIDE UNITS (%) 1% 10% 20% 51% 95%
OCCUPANCY 99% 100% 100% 98% 100%
FEATURES & AMENITIES Pool, Boat Dock, Clubhouse Clubhouse, Pool, Pool, Dock, Boat Lake Access,
Boat Launch Docks Ramp Docks
VEHICLE STORAGE FEE No Charge N/A $20.00 N/A N/A
RENTAL RATES:
RENT RANGE-LOW $492.00 $380.00 $612.00 $555.00 $589.00
RENT RANGE-HIGH $829.00 $430.00 $743.00 $555.00 $651.00
APPROX. AVG. RENT $576.12 $405.00 $665.00 $555.00 $625.00
TRANSFER RATE-LOW $492.00 $380.00 $612.00 $555.00 $589.00
TRANSFER RATE-HIGH $829.00 $430.00 $743.00 $555.00 $651.00
NEW MOVE-IN RATE-LOW $492.00 $380.00 $612.00 $555.00 $589.00
NEW MOVE-IN RATE-HIGH $615.00 $430.00 $743.00 $555.00 $651.00
LESSOR PAID SERVICES None Water, Sewer, None None Water, Sewer,
Trash Trash
ADJUSTMENT $0.00 -$45.00 $0.00 $0.00 -$45.00
SERVICE ADJUSTED RATES:
RENT RANGE-LOW $492.00 $335.00 $612.00 $555.00 $544.00
RENT RANGE-HIGH $829.00 $385.00 $743.00 $555.00 $606.00
APPROX. AVG. RENT $576.12 $360.00 $665.00 $555.00 $580.00
TRANSFER RATE-LOW $492.00 $335.00 $612.00 $555.00 $544.00
TRANSFER RATE-HIGH $829.00 $385.00 $743.00 $555.00 $606.00
NEW MOVE-IN RATE-LOW $492.00 $335.00 $612.00 $555.00 $544.00
NEW MOVE-IN RATE-HIGH $615.00 $385.00 $743.00 $555.00 $606.00
RENTAL AGREEMENT Month to Month Mo