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SOUTHVVEST
SECURITIES.

A Hilltop Holdings Company
The date of this Limited Offering Memorandum is February __, 2015.
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MATURITY SCHEDULES
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GENERAL INFORMATION ABOUT THIS LIMITED OFFERING MEMORANDUM

For purposes of compliance with Rule 15¢2-12 of the United States Securities and Exchange Commission, as
amended (“Rule 15c2-12”), this Preliminary Limited Offering Memorandum constitutes an “official statement” of the
Authority with respect to the 2015 Bonds that has been deemed “final” by the Authority as of its date except for the
omission of no more than the information permitted by Rule 15¢2-12.

The information contained in this Limited Offering Memorandum has been obtained from sources that are
believed to be reliable. No representation, warranty or guarantee, however, is made by the Underwriter as to the
accuracy or completeness of any information in this Limited Offering Memorandum, including, without limitation,
the information contained in the Appendices, and nothing contained in this Limited Offering Memorandum should
be relied upon as a promise or representation by the Underwriter.

Neither the Authority nor the Underwriter has authorized any dealer, broker, salesperson or other person to
give any information or make any representations with respect to the offer or sale of 2015 Bonds other than as
contained in this Limited Offering Memorandum. If given or made, any such information or representations must
not be relied upon as having been authorized by the Authority or the Underwriter. The information and expressions
of opinion in this Limited Offering Memorandum are subject to change without notice, and neither the delivery of
this Limited Offering Memorandum nor any sale of the 2015 Bonds shall under any circumstances create any
implication that there has been no change in the affairs of any party described in this Limited Offering
Memorandum, or in the status of any property described in this Limited Offering Memorandum, subsequent to the
date as of which such information is presented.

This Limited Offering Memorandum and the information contained in this Limited Offering Memorandum
are subject to amendment without notice. The 2015 Bonds may not be sold, and no offer to buy the 2015 Bonds may
be accepted, prior to the time the Limited Offering Memorandum is delivered in final form. Under no circumstances
shall this Limited Offering Memorandum constitute an offer to sell or the solicitation of an offer to buy, nor shall
there be any sale of, the 2015 Bonds in any jurisdiction in which such offer, solicitation or sale would be unlawful
prior to registration or qualification under the securities laws of any such jurisdiction.

When used in this Limited Offering Memorandum and in any continuing disclosure by the Authority, in
any press release and in any oral statement made with the approval of an authorized officer of the Authority or any
other entity described or referenced in this Limited Offering Memorandum, 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 Securities 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 uncertainties. Inevitably,
some assumptions used to develop the forecasts will not be realized, and unanticipated events and circumstances
may occur. Therefore, there are likely to be differences between forecasts and actual results, and those differences
may be material.

All summaries of the documents referred to in this Limited Offering Memorandum are qualified by the
provisions of the respective documents summarized and do not purport to be complete statements of any or all of
such provisions.

The Underwriter has provided the following sentence for inclusion in this Limited Offering Memorandum:
The Underwriter has reviewed the information in this Limited Offering Memorandum in accordance with, and as
part of, its responsibilities to investors under the federal securities laws as applied to the facts and circumstances of
this transaction, but the Underwriter does not guarantee the accuracy or the completeness of such information.

In connection with the offering of the 2015 Bonds, the Underwriter may overallot or effect transactions
that stabilize or maintain the market prices of the 2015 Bonds at levels above that which might otherwise prevail
in the open market. Such stabilizing, if commenced, may be discontinued at any time.

The 2015 Bonds have not been registered under the Securities Act of 1933, as amended (the “Securities
Act”), in reliance upon an exemption from the registration requirements contained in the Securities Act. The 2015
Bonds have not been registered or qualified under the securities laws of any state.
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LIMITED OFFERING MEMORANDUM

$110,740,000* $12,690,000*

River Islands Public Financing Authority River Islands Public Financing Authority
Community Facilities District No. 2003-1 Community Facilities District No. 2003-1
(Public Improvements) (Public Improvements)

Special Tax Refunding Bonds, Series 2015A-1 Special Tax Refunding Bonds, Series 2015A-2
(Tax-Exempt) (Taxable)

$31,100,000*

River Islands Public Financing Authority
Community Facilities District No. 2003-1
(Public Improvements)

Special Tax Bonds, Series 2015B
(Tax-Exempt)

INTRODUCTION

This introduction is not a summary of this Limited Offering Memorandum and is only a brief
description of and guide to, and is qualified by, more complete and detailed information contained in this
entire Limited Offering Memorandum and the documents summarized or described in this Limited
Offering Memorandum. A full review should be made of this entire Limited Offering Memorandum by
those interested in purchasing the 2015 Bonds. The sale and delivery of 2015 Bonds to potential investors
is made only by means of this entire Limited Offering Memorandum. Certain capitalized terms used in
this Limited Offering Memorandum and not defined herein have the meaning set forth in Appendix E—
“Summary of the Fiscal Agent Agreement— Definitions” and in Appendix B— “Rate and Method.”

General

The purpose of this Limited Offering Memorandum, which includes the cover page, the
inside cover page, the table of contents and the attached appendices (the “Limited Offering
Memorandum”), is to provide certain information concerning the issuance of the following
bonds (collectively, the “2015 Bonds”) by the River Islands Public Financing Authority (the
“Authority”), for and on behalf of the River Islands Public Financing Authority Community
Facilities District No. 2003-1 (Public Improvements) (the “District”):

e River Islands Public Financing Authority Community Facilities District No. 2003-1
(Public Improvements) Special Tax Refunding Bonds, Series 2015A-1 (Tax-Exempt)
(the “2015A-1 Bonds”).

e River Islands Public Financing Authority Community Facilities District No. 2003-1
(Public Improvements) Special Tax Refunding Bonds, Series 2015A-2 (Taxable) (the
“2015A-2 Bonds”).

e River Islands Public Financing Authority Community Facilities District No. 2003-1
(Public Improvements) Special Tax Bonds, Series 2015B (Tax-Exempt) (the “2015B
Bonds”).

Proceeds of the 2015 Bonds will be used to (i) refund in full and defease nine series of
special tax bonds (collectively, the “Prior Bonds”), including six series of the Prior Bonds issued
by the Authority for the District (collectively, the “Prior District Bonds”), and three series of the
Prior Bonds (collectively, the “Prior Other District Bonds”) issued by the Authority for its River
Islands Public Financing Authority Community Facilities District No. 2011-1 (Additional Public
Improvement Financing) (the “Other District”), (ii) pay the costs of public improvements to be

* Preliminary, subject to change.



constructed within or in the vicinity of the District (the “Improvements”), (iii) fund a reserve
fund for the 2015 Bonds, and (iv) pay costs of issuing the 2015 Bonds. See “PLAN OF
FINANCING.” The land within the Other District includes a portion of the District; however,
the Authority will cease to levy special taxes for the Other District following the redemption of
the Prior Other District Bonds. See “PLAN OF FINANCING—Redemption of Prior Bonds.” The
Prior District Bonds were issued to finance public improvements authorized to be funded by
the District, and the Prior Other District Bonds were issued to finance public improvements
authorized to be funded by the Other District. See “THE DISTRICT—The Improvements.”

The Authority

The Authority was formed on January 23, 2003 pursuant to a joint exercise of powers
agreement between the Lathrop Irrigation District (the “Irrigation District”) and Island
Reclamation District No. 2062 (the “Reclamation District”). The territorial jurisdiction of the
Authority is within the City of Lathrop, California (the “City”). For further information about
the Authority, see “THE AUTHORITY.” The Authority is a separate legal entity from the
Irrigation District, the Reclamation District and the City. The Irrigation District, the Reclamation
District and the City have no obligations whatsoever with respect to the 2015 Bonds, the District
or the Other District.

Authority for Issuance

General. The District was formed under the authority of the Mello-Roos Community
Facilities Act of 1982, as amended, commencing at Section 53311, et seq., of the California
Government Code (the “Act”), which was enacted by the California Legislature to provide an
alternative method of financing certain public capital facilities and services, especially in
developing areas of the State. The Act authorizes local governmental entities to establish
community facilities districts as legally constituted governmental entities within defined
boundaries, with the legislative body of the local applicable governmental entity acting on
behalf of the district. Subject to approval by at least a two-thirds vote of the votes cast by the
qualified electors within a district and compliance with the provisions of the Act, the legislative
body may issue bonds for the community facilities district established by it and may levy and
collect a special tax within such district to repay such bonds.

The Act has provisions that allow for the legislative body of a community facilities
district to designate portions of the community facilities district as improvement areas. After
the designation of an improvement area, proceedings relative to the rate and method of
apportionment of special taxes and bonded indebtedness apply separately for the improvement
areas. The District includes two improvement areas (referred to in this Limited Offering
Memorandum collectively as the “Improvement Areas”).

Bond Authority. The 2015 Bonds are authorized to be issued pursuant to the Act,
Resolution No. 14-28, adopted on December 17, 2014 by the Board of Directors of the Authority
(the “Board of Directors”), as amended by Resolution No. 15-1, adopted on January 22, 2015 by
the Board of Directors, and the Fiscal Agent Agreement dated as of February 1, 2015 (the “Fiscal
Agent Agreement”), between the Authority, for and on behalf of the District, and Wilmington
Trust, National Association, as fiscal agent (the “Fiscal Agent”). For more detailed information
about the formation of the District and the authority for issuance of the 2015 Bonds, see “THE
2015 BONDS—Authority for Issuance” and “THE DISTRICT—History of the District.”

The 2015 Bonds

General. The 2015 Bonds will be issued only as fully registered bonds, in denominations
of $5,000 or any integral multiple thereof, and will bear interest at the rates per annum and will



mature on the dates and in the principal amounts set forth on the inside cover page of this
Limited Offering Memorandum. The 2015 Bonds will be dated the date of their issuance and
interest on the 2015 Bonds will be payable on March 1 and September 1 of each year
(individually an “Interest Payment Date”), commencing September 1, 2015. See “THE 2015
BONDS—General Provisions.” The 2015 Bonds will be issued in book-entry form only and,
when delivered, will be registered in the name of Cede & Co., as nominee of the Depository
Trust Company, New York, New York (“DTC”), which will act as securities depository for the
2015 Bonds. See “THE 2015 BONDS—General Provisions.”

Redemption Prior to Maturity. The 2015 Bonds are subject to optional and mandatory
redemption prior to maturity. See “THE 2015 BONDS—Redemption.”

Security for the 2015 Bonds

Pledge Under the Fiscal Agent Agreement. Pursuant to the Fiscal Agent Agreement, the
2015 Bonds are secured by a first pledge of all of the Special Tax Revenues (other than the
Special Tax Revenues needed by the Authority in each Fiscal Year to pay Administrative
Expenses, but not in excess of the annual Priority Administration Amount), and all moneys
deposited in the Bond Fund, the Reserve Fund and, until disbursed in accordance with the
Fiscal Agent Agreement, in the Special Tax Fund. “Special Tax Revenues,” as defined in the
Fiscal Agent Agreement, means the proceeds of the Special Tax levied on the Taxable Property
(as defined in the Rate and Method) in the two Improvement Areas of the District and received
by the Authority, including any scheduled payments and any prepayments thereof, and
proceeds of the redemption or sale of property sold as a result of foreclosure of the lien of the
Special Taxes to the amount of said lien and interest thereon, but does not include any penalties
collected with any delinquent Special Taxes that are in excess of the rate of interest payable on
the Bonds. “Priority Administration Amount,” as defined in the Fiscal Agent Agreement,
means, for Fiscal Year 2014-2015, $90,000.00, and for each Fiscal Year thereafter an amount equal
to 102% of the Priority Administration Amount in effect for the prior Fiscal Year.

The Special Tax Revenues (other than the Special Tax Revenues needed by the Authority
in each Fiscal Year to pay Administrative Expenses, but not in excess of the annual Priority
Administration Amount), and all moneys deposited into the Bond Fund, the Reserve Fund and
the Special Tax Fund are dedicated to the payment of the principal of, and interest and any
premium on, the 2015 Bonds in accordance with the Fiscal Agent Agreement until all of the 2015
Bonds have been paid or defeased. See “SECURITY FOR THE 2015 BONDS—Special Taxes”
and Appendix B—"“Rate and Method.” The Special Tax Revenues received by the Authority in
each Fiscal Year needed to pay Administrative Expenses (up to the annual Priority
Administration Amount), as well as amounts in the Improvement Fund, the Administrative
Expense Fund and the Costs of Issuance Fund, each of which is established under the Fiscal
Agent Agreement, are not pledged to the repayment of the 2015 Bonds. Proceeds of the 2015
Bonds and other amounts deposited to the Refunding Funds established under the Escrow
Agreements to be used to pay the redemption prices of the Prior Bonds are not pledged to, and
are not available for, the repayment of the 2015 Bonds.

Special Tax; Rate and Method. The Special Tax to be used to pay debt service on the
2015 Bonds will be levied in accordance with the rate and method of apportionment of special
taxes for the Improvement Areas (as described under the heading “THE 2015 BONDS—
Authority for Issuance” and referred to in this Limited Offering Memorandum as the “Rate and
Method”). “Special Taxes” means the Special Tax levied on the Taxable Property within the
two Improvement Areas of the District pursuant to the Act, the Ordinance Levying Taxes, the
Rate and Method and the Fiscal Agent Agreement; and includes the special taxes levied in the
Other District for fiscal year 2014-2015 that are delinquent if not paid by April 10, 2015 and are



received by the Authority after the date of issuance of the 2015 Bonds. See “SECURITY FOR
THE 2015 BONDS—Special Tax” and “—Summary of Rate and Method.”

Limitations. The Improvements and the public improvements funded with proceeds of
the Prior Bonds are not pledged to pay the debt service on the 2015 Bonds. The proceeds of
condemnation or destruction of any of the Improvements, or any of the public improvements
funded with proceeds of the Prior Bonds, are not pledged to pay the debt service on the 2015
Bonds. In the event that the Special Taxes are not paid when due, the only sources of funds
available to repay the 2015 Bonds are amounts held by the Fiscal Agent in the Bond Fund, the
Special Tax Fund and the Reserve Fund established under the Fiscal Agent Agreement, and the
proceeds, if any, from foreclosure sales of Taxable Property within the District in respect of
delinquent Special Taxes.

Reserve Fund

The Fiscal Agent Agreement establishes a Reserve Fund as a reserve for the payment of
principal of and interest on the 2015 Bonds. The Reserve Fund is required to be funded in an
amount equal to, as of any date of calculation, the lesser of (i) the then Maximum Annual Debt
Service for the Bonds, (ii) one hundred twenty-five percent (125%) of the then average Annual
Debt Service for the Bonds, or (iii) ten percent (10%) of the then outstanding principal amount
of the Bonds (the “Reserve Requirement”). The Reserve Fund will be available to pay the debt
service on the 2015 Bonds and any Parity Bonds in the event of a shortfall in the amount in the
Bond Fund for such purpose. The Reserve Requirement as of the date of issuance of the 2015
Bonds will be $ . See “ SECURITY FOR THE 2015 BONDS—Reserve Fund.”

The District

The District is located in the City of Lathrop (the “City”), in San Joaquin County (the
“County”), California. The County is located in the Central Valley of California, approximately
60 miles east of San Francisco and is south of Sacramento and north of Stanislaus County. The
City is 55 miles south of Sacramento and 10 miles south of Stockton at the junction of U.S.
Interstate Highway 5 and State Highway 120.

The District was formed by the Board of Directors pursuant to proceedings conducted
under the Act on June 12, 2003. The Improvement Areas of the District currently include
approximately 2,100 acres of land that are subject to the levy of Special Taxes (the “Taxable
Property”). The District encompasses the area within phase 1 of a planned development
community known as River Islands at Lathrop (referred to in this Limited Offering
Memorandum as “River Islands Phase 1”), and including an additional 307 acres of land
expected to be developed as part of phase 2 of the River Islands at Lathrop Development. At
buildout, River Islands Phase 1 is expected to include approximately 3,741 single family
detached homes, 100 apartments and 443 townhouses, as well as a 61.9 acre commercial “town
center” expected to be developed with retail uses, and a 164.3 acre commercial “employment
center” expected to be developed with research and development and office uses. See “THE
DISTRICT—Location and Description of the District.”

The acquisition of potable water rights and the construction of an offsite sanitary sewer
plant for River Islands Phase 1 began in 2003, and at that time Califia, LLC and The Cambay
Group, Inc. owned all of the property in the District. Beginning in 2005, Califia, LLC and The
Cambay Group, Inc. began construction flood control improvements and other onsite
infrastructure. Califia, LLC and The Cambay Group, Inc. have sold or conveyed land in River
Islands Phase 1 over the last two years to River Islands Development, LLC which has become
the primary entity responsible for the construction of infrastructure improvements needed for



the property (referred to in this Preliminary Limited Offering Memorandum as the “Master
Developer”). The Cambay Group, Inc. no longer owns any property in the District.

The Master Developer, which is an entity related to the Cambay Group, Inc. (see “THE
DISTRICT—The Master Developer”), has continued to develop the property and began selling
finished lots within River Islands Phase 1 to homebuilders in 2013. Single-family home
construction began in 2014, and as of December 5, 2014, 191 single-family lots in the District had
been sold to homebuilders, 65 of which have completed homes and 39 of which have homes
under construction. Sales of homes by the homebuilders are ongoing. See “THE DISTRICT—
History of the District” and “—The Master Developer.” The remaining property in the District
is in various states of development. See “THE DISTRICT—River Islands Phase 1.”

Land Valuation

Smyers & Krauss Appraisal, LLC (the “Appraiser”), has prepared an appraisal dated
January 20, 2015 (the “Appraisal,”) with a valuation date of December 31, 2014, estimating the
market value of the parcels within River Islands Phase 1 that are subject to the Special Tax
securing the Bonds, except that no value was assigned to 433.9 acres of land identified as
“Designated Remainder” in the Appraisal and that are expected to be developed in conjunction
with phase 2 of the River Islands at Lathrop development. The Appraisal also does not include
a valuation of 307 acres of land in the District that is not part of River Islands Phase 1. The
Appraisal does, however, include the Appraiser’s projection of the time period over which it is
estimated that the buildout of River Islands Phase 1 can be completed and absorbed by the
market. See “THE DISTRICT—Property Values — Appraisal of Property in the District” and
Appendix C—"The Appraisal.” The Appraiser concluded that the estimated market value of the
property in River Islands Phase 1 on a bulk sale basis as of December 31, 2014 was $330,600,000,
which is approximately 2.13* times the initial principal amount of the 2015 Bonds. The
Appraisal is subject to various limitations and should be read in its entirety by prospective
purchasers of the 2015 Bonds. See also “SPECIAL RISK FACTORS—Property Value.”

In addition to the Appraisal, a Demand Analysis (the “Demand Analysis”) of River
Islands Phase 1, dated December, 2014, was undertaken by Meyers Research. The expected
demand for single-family homes, as reflected in the Demand Analysis, is generally consistent
with the Appraiser’s estimation of absorption of single-family homes through 2018 (the time
period covered by the Demand Analysis) in the Appraisal. See Appendix D—“Market Demand
Analysis.” None of the Authority, the District or the Underwriter makes any representation as
to the accuracy or completeness of the Appraisal or the Demand Analysis.

Limited Obligation

THE 2015 BONDS ARE NOT GENERAL OBLIGATIONS OF THE AUTHORITY, BUT
ARE LIMITED OBLIGATIONS OF THE AUTHORITY FOR THE DISTRICT, PAYABLE
SOLELY FROM THE SPECIAL TAX REVENUES AND CERTAIN AMOUNTS PLEDGED
THEREFOR UNDER THE FISCAL AGENT AGREEMENT. EXCEPT FOR THE SPECIAL TAX
REVENUES, NO OTHER TAXES ARE PLEDGED TO THE PAYMENT OF THE 2015 BONDS.

Issuance of Additional Bonds

The Authority may issue additional bonded indebtedness that is secured by a lien on the
Special Tax Revenues and on the funds pledged under the Fiscal Agent Agreement for the
payment of the 2015 Bonds on a parity with the 2015 Bonds (“Parity Bonds”). See “SECURITY
FOR THE 2015 BONDS—Issuance of Additional Bonds.”

* Preliminary, subject to change.



Bondowners’ Risks

Certain events could affect the ability of the Authority to pay the principal of and
interest on the 2015 Bonds when due. See “SPECIAL RISK FACTORS” for a discussion of
certain factors that should be considered in evaluating an investment in the 2015 Bonds. The
purchase of the 2015 Bonds involves significant risks, and the 2015 Bonds are not appropriate
investments for all types of investors.

Continuing Disclosure

The Authority, and the Master Developer and Califia, LLC, have agreed in separate
Continuing Disclosure Agreements to provide, or cause to be provided, to the Electronic
Municipal Market Access (“EMMA”) maintained by the Municipal Securities Rulemaking
Board certain annual financial and other information. The Authority, and the Master Developer
and Califia, LLC, each have further agreed to provide notice of certain enumerated events. The
Master Developer’s and Califia, LLC’s annual and enumerated event reporting obligations will
terminate if and when they collectively own parcels in the District that are subject to less than
twenty percent (20%) of the annual Special Tax levy. These covenants have been made in order
to assist the Underwriter in complying with Rule 15¢2-12(b)(5) promulgated under the
Securities Exchange Act of 1934, as amended (the “Rule”). See “CONTINUING DISCLOSURE”
and Appendix G for a description of the specific nature of the annual reports and notices of
significant events, as well as the terms of the Continuing Disclosure Agreements pursuant to
which such reports and notices are to be made.

Other Information

Copies of the Fiscal Agent Agreement and certain other documents referenced in this
Limited Offering Memorandum are available for inspection at the office of the Treasurer of the
Authority during business hours upon prior written notice. Copies are available upon written
request to the Treasurer of the Authority c¢/o River Islands at Lathrop, 73 West Stewart Road,
Lathrop, California 95330; however, the Authority may charge for duplication and mailing of
any requested documents.

PLAN OF FINANCING
Redemption of Prior Bonds

The Authority has issued, for and on behalf of the District, the following six series of the
Prior Bonds (collectively referred to as the “Prior District Bonds”):

e $23,250,000 initial principal amount of River Islands Public Financing Authority
Community Facilities District No. 2003-1 (Public Improvements) Special Tax Bonds,
Series 2003-A, issued on July 16, 2003, $19,715,000 principal of which is currently
outstanding (the “Series 2003-A Bonds”).

e $3,650,000 initial principal amount of River Islands Public Financing Authority
Community Facilities District No. 2003-1 (Public Improvements) Special Tax Bonds,
Series 2003-B, issued on October 2, 2003, $3,085,000 principal of which is currently
outstanding (the “Series 2003-B Bonds”).

e $1,870,000 initial principal amount of River Islands Public Financing Authority
Community Facilities District No. 2003-1 (Public Improvements) Special Tax Bonds,



Taxable Series 2003-C, issued on October 2, 2003, $1,265,000 principal of which is
currently outstanding (the “Series 2003-C Bonds”).

*  $6,025,000 initial principal amount of River Islands Public Financing Authority
Community Facilities District No. 2003-1 (Public Improvements) Special Tax Bonds,
Series 2005-A, issued on November 3, 2005, $5,280,000 principal of which is currently
outstanding (the “Series 2005-A Bonds”).

e $15,490,000 initial principal amount of River Islands Public Financing Authority
Community Facilities District No. 2003-1 (Public Improvements) Special Tax Bonds,
Taxable Series 2005-B, issued on November 3, 2005, $14,230,000 principal of which is
currently outstanding (the “Series 2005-B Bonds”).

e $18,820,000 initial principal amount of River Islands Public Financing Authority
Community Facilities District No. 2003-1 (Public Improvements) Special Tax Bonds,
Series 2007-A, issued on May 30, 2007, $16,810,000 principal of which is currently
outstanding (the “Series 2007-A Bonds”).

The Authority also has issued, for and on behalf of the Other District, the following three series
of the Prior Bonds (collectively referred to as the “Prior Other District Bonds”):

e $3,410,000 initial principal amount of River Islands Public Financing Authority
Community Facilities District No. 2011-1 (Additional Public Improvement
Financing) 2011 Special Tax Bonds, issued on August 18, 2011, $3,410,000 principal of
which is currently outstanding (the “2011 Bonds”).

e $22,155,000 initial principal amount of River Islands Public Financing Authority
Community Facilities District No. 2011-1 (Additional Public Improvement
Financing) 2012 Special Tax Bonds, issued on January 23, 2012, $10,430,000 principal
of which is currently outstanding (the “2012 Bonds”). While the 2012 Bonds were in
the initial principal amount of $22,155,000, they were structured as “drawdown
bonds,” and only $10,430,000, of the principal amount was actually drawn down and
used for purposes of the District.

e $40,000,000 initial principal amount of River Islands Public Financing Authority
Community Facilities District No. 2011-1 (Public Improvements) 2013 Special Tax
Bonds, issued on March 15, 2013, $40,000,000 principal of which is currently
outstanding (the “2013 Bonds”).

Proceeds of the Prior District Bonds and of the Prior Other District Bonds (collectively
referred to as the “Prior Bonds”) were used to finance the acquisition of water rights, and the
construction of levee improvements and various public infrastructure improvements
authorized to be funded by the District and the Other District. See “THE DISTRICT—The
Improvements.” One of the authorized purposes of the District is the refinancing of the Prior
Other District Bonds issued by the Authority for the Other District.

The net proceeds of the sale of the 2015A-1 Bonds and the 2015A-2 Bonds, together with
certain other funds held under the two fiscal agent agreements pursuant to which the Prior
Bonds were issued (collectively, the “Prior Fiscal Agent Agreements”), will be deposited in
escrow accounts (collectively, the “Refunding Funds”) held by The Bank of New York Mellon
Trust Company, N.A., as escrow bank (the “Escrow Bank”) pursuant to two Escrow Deposit
and Trust Agreements (collectively, the “Escrow Agreements”), each dated as of February 1,
2015, each between the Authority and the Escrow Bank, one with respect to the Prior District
Bonds and one with respect to the Prior Other District Bonds.



Amounts in the Refunding Funds will be:

e used to redeem, on the date of issuance of the 2015 Bonds, all of the outstanding 2011
Bonds, 2012 Bonds, 2013 Bonds, Series 2005-A Bonds and Series 2005-B Bonds, and
$14,230,000 principal of the outstanding Series 2007-A Bonds, in each case at a
redemption price of 100% of the principal amount of each such series of the Prior
Bonds to be redeemed, plus accrued interest to the redemption date;

e used to redeem, on the date of issuance of the 2015 Bonds, $ principal of
the outstanding Series 2007-A Bonds, at a redemption price of 102% of the principal
amount of such Series 2007-A Bonds to be redeemed, plus accrued interest to the
redemption date;

e used to redeem, on March 1, 2015, all of the outstanding Series 2003-A Bonds, Series
2003-B Bonds, and Series 2003-C Bonds, in each case at a redemption price of 100% of
the principal amount of each such series of the Prior Bonds to be redeemed, plus
accrued interest to the redemption date; and

e invested in certain federal securities and used to pay the scheduled debt service on
$ principal amount of the outstanding Series 2007-A Bonds not redeemed
on the date of issuance of the 2015 Bonds to and including March 1, 2017 and used to
pay, on September 1, 2017, the redemption price of such Series 2007-A Bonds of
100% of the principal amount of such Series 2007-A Bonds to be redeemed, plus
accrued interest to the redemption date.

Upon the deposit of funds with the Escrow Bank in the Refunding Funds in accordance
with the Escrow Agreements, the Prior Bonds will be legally defeased and will no longer be
entitled to the benefits of, or be secured by, the Prior Fiscal Agent Agreements or any pledge of,
or lien on, the Special Taxes levied in the Improvement Areas of the District. Amounts
deposited in the Refunding Funds are not in any way pledged to the payment of, or available to
pay, the debt service on the 2015 Bonds.

On January 22, 2015, the Board of Directors adopted Resolution No. 15-2, pursuant to
which it directed that special taxes cease to be levied for the Other District, effectively
terminating the Other District. See “THE DISTRICT—History of the District.” However, the
Authority may, in the future, establish other community facilities districts or special assessment
districts that include Taxable Property in the District. See “THE DISTRICT—Direct and
Overlapping Governmental Obligations” and “SPECIAL RISK FACTORS—Parity Taxes and
Special Assessments.”

The Improvements

Proceeds of the 2015B Bonds will be used to finance the Improvements. The
Improvements include various public infrastructure improvements incident to the development
occurring in the District. It is expected that the Improvements will be constructed in part by the
Master Developer and acquired by the Authority pursuant to an Acquisition Agreement, dated
as of May 1, 2007, between the Authority for the District and the Other District and the Master
Developer (as supplemented, the “Acquisition Agreement”), and in part by the Reclamation
District. See “THE DISTRICT—The Improvements.”



Estimated Sources and Uses of Funds

The sources and uses of funds in connection with the 2015 Bonds are expected to be as
follows:

2015A-1 2015A-2 2015B
Bonds Bonds Bonds Total

Principal Amount $ $ $ $
Less: Net Original Issue Discount
Less: Underwriter’s Discount
Amounts relating to the Prior Bonds
Total Sources $ $ $ $
Deposit to Refunding Fundse $ $ $ $
Deposit to Improvement Fund«
Deposit to Reserve Funde
Deposit to Costs of Issuance Fund«
Total Uses $ $ $ $
@1 See “PLAN OF FINANCING—Redemption of Prior Bonds.”
2 See “PLAN OF FINANCING—The Improvements” and “THE DISTRICT—The Improvements.”

)
(3) Equal to the initial Reserve Requirement. See “SECURITY FOR THE 2015 BONDS—Reserve Fund.”

) Costs of issuance include, without limitation, Fiscal Agent fees and expenses, fees and expenses of Bond
Counsel and Disclosure Counsel and Authority General Counsel, other legal fees and expenses, Escrow Bank
fees and expenses, appraisal fees, absorption consultant fees and printing costs.

THE 2015 BONDS
Authority for Issuance

The 2015 Bonds are authorized to be issued pursuant to the Act, Resolution No. 14-28
adopted on December 17, 2014, by the Board of Directors, as amended by Resolution No. 15-1
adopted on January 22, 2015, by the Board of Directors, and the Fiscal Agent Agreement. The
Special Tax to be used to pay debt service on the 2015 Bonds will be levied in accordance with
the Rate and Method.

General Provisions

The 2015 Bonds will be issued only as fully registered 2015 Bonds, in the denomination
of $5,000 or any integral multiple thereof, and will bear interest at the rates per annum and will
mature on the dates set forth on the inside cover page of this Limited Offering Memorandum.
The 2015 Bonds will be dated the date of their issuance and interest will be payable on March 1
and September 1 of each year, commencing September 1, 2015 (each an “Interest Payment
Date”).

Each 2015 Bond will bear interest from the Interest Payment Date next preceding the
date of authentication thereof, unless (a) it is authenticated on an Interest Payment Date, in
which event it shall bear interest from such date of authentication, or (b) it is authenticated prior
to an Interest Payment Date and after the close of business on the Record Date preceding such
Interest Payment Date, in which event it will bear interest from such Interest Payment Date, or
(c) it is authenticated prior to the Record Date preceding the first Interest Payment Date, in
which event it will bear interest from the date of issuance of the 2015 Bonds; provided,
however, that if at the time of authentication of a 2015 Bond, interest is in default thereon, such
2015 Bond will bear interest from the Interest Payment Date to which interest has previously
been paid or made available for payment thereon. The term “Record Date” as defined in the



Fiscal Agent Agreement means the fifteenth (15+) day of the month next preceding the month of
the applicable Interest Payment Date, whether or not such day is a Business Day.

The 2015 Bonds will be payable both as to principal and interest, and as to any premium
upon the redemption thereof, in lawful money of the United States of America. Interest on the
2015 Bonds (including the final interest payment upon maturity or earlier redemption) is
payable by check of the Fiscal Agent mailed on the Interest Payment Dates by first class mail to
the registered Owner thereof at such registered Owner’s address as it appears on the Bond
Register maintained by the Fiscal Agent at the close of business on the Record Date preceding
the Interest Payment Date, or by wire transfer to an account within the United States made on
such Interest Payment Date upon written instructions of any Owner of $1,000,000 or more in
aggregate principal amount of Bonds, which instructions shall continue in effect until revoked
in writing, or until such Bonds are transferred to a new Owner. Interest with respect to each
Bond will be computed using a year of 360 days comprised of twelve 30-day months. The
principal of the 2015 Bonds and any premium due upon the redemption thereof will be payable
by check of the Fiscal Agent upon presentation and surrender of the applicable 2015 Bonds at
the Principal Office of the Fiscal Agent.

The 2015 Bonds will be issued in book-entry form only and, when delivered, will be
registered in the name of Cede & Co., as nominee of DTC, which will act as securities
depository for the 2015 Bonds. Individual purchases of the 2015 Bonds will be made in book-
entry form only. Purchasers of the 2015 Bonds will not receive physical certificates representing
their ownership interests in the 2015 Bonds purchased. Principal and interest payments
represented by the 2015 Bonds are payable directly to DTC by the Fiscal Agent. Upon receipt of
payments of principal and interest, DTC will in turn distribute such payments to the beneficial
owners of the 2015 Bonds. See Appendix H—“DTC and the Book-Entry Only System.” So long
as the 2015 Bonds are registered in the name of Cede & Co., as nominee of DTC, references in
this Limited Offering Memorandum to the owners shall mean Cede & Co., and shall not
mean the purchasers or Beneficial Owners of the 2015 Bonds.

Redemption

Optional Redemption.* The 2015 Bonds of each series maturing on and after September
1, 2021 are subject to optional redemption prior to their stated maturity on any Interest Payment
Date occurring on or after September 1, 2020, as a whole, or in part among maturities as
determined by an Authorized Officer and by lot within a maturity, at a redemption price equal
to the principal amount of the 2015 Bonds to be redeemed, together with accrued interest
thereon to the date fixed for redemption, without premium.

Mandatory Sinking Payment Redemption. The 2015A-1 Bonds maturing on September
1, , are subject to mandatory sinking payment redemption in part on September 1, ,
and on each September 1 thereafter to maturity, by lot, at a redemption price equal to the
principal amount thereof to be redeemed, together with accrued interest to the date fixed for
redemption, without premium, from sinking payments as follows:

Redemption Date

(September 1) Sinking Payments

The 2015A-1 Bonds maturing on September 1, , are subject to mandatory sinking
payment redemption in part on September 1, , and on each September 1 thereafter to

*Preliminary, subject to change.

-10-



maturity, by lot, at a redemption price equal to the principal amount thereof to be redeemed,
together with accrued interest to the date fixed for redemption, without premium, from sinking
payments as follows:

Redemption Date

(September 1) Sinking Payments

The 2015A-2 Bonds maturing on September 1, , are subject to mandatory sinking
payment redemption in part on September 1, , and on each September 1 thereafter to
maturity, by lot, at a redemption price equal to the principal amount thereof to be redeemed,
together with accrued interest to the date fixed for redemption, without premium, from sinking
payments as follows:

Redemption Date

(September 1) Sinking Payments

The 2015A-2 Bonds maturing on September 1, , are subject to mandatory sinking
payment redemption in part on September 1, , and on each September 1 thereafter to
maturity, by lot, at a redemption price equal to the principal amount thereof to be redeemed,
together with accrued interest to the date fixed for redemption, without premium, from sinking
payments as follows:

Redemption Date

(September 1) Sinking Payments

The 2015B Bonds maturing on September 1, , are subject to mandatory sinking
payment redemption in part on September 1, , and on each September 1 thereafter to
maturity, by lot, at a redemption price equal to the principal amount thereof to be redeemed,
together with accrued interest to the date fixed for redemption, without premium, from sinking
payments as follows:

Redemption Date

(September 1) Sinking Payments

The 2015B Bonds maturing on September 1, , are subject to mandatory sinking
payment redemption in part on September 1, , and on each September 1 thereafter to
maturity, by lot, at a redemption price equal to the principal amount thereof to be redeemed,
together with accrued interest to the date fixed for redemption, without premium, from sinking
payments as follows:

Redemption Date

(September 1) Sinking Payments

-11-



The amounts in the foregoing tables shall be reduced proportionately, in order to
maintain substantially the same debt service profile for the Bonds as in effect prior to such
redemption, as a result of any prior partial redemption of the 2015 Bonds pursuant to the
optional redemption or redemption from special tax prepayments provisions of the Fiscal Agent
Agreement, as specified in writing to the Fiscal Agent by the an Authorized Officer (and as
confirmed in writing by an Independent Financial Consultant).

Mandatory Redemption From Special Tax Prepayments.” The 2015 Bonds are subject to
mandatory redemption prior to their stated maturity on any Interest Payment Date, from the
proceeds of Special Tax Prepayments and corresponding transfers of funds from the Reserve
Fund (as described below under “SECURITY FOR THE 2015 BONDS—Reserve Fund”), as
follows:

(a) the first $2,000,000 of such Special Tax Prepayments and corresponding transfers
from the Reserve Fund will be used to redeem by lot, on the next Interest Payment
Date for which notice of redemption can timely be given, 2015A-2 Bonds maturing
on September 1, , at a redemption price equal to the principal amount of such
2015A-2 Bonds to be redeemed, together with accrued interest to the date of
redemption, without premium; and

(b) thereafter, such Special Tax Prepayments and corresponding transfers from the
Reserve Fund will be used to redeem, on the next Interest Payment Date for which
notice of redemption can be given, outstanding Bonds allocated among series and
maturities as directed by an Authorized Officer so as to maintain the same debt
service profile for the Bonds as in effect prior to such redemption (as confirmed by
an Independent Financial Consultant), and by lot within a maturity, at a
redemption price equal to the principal amount of the Bonds to be so redeemed,
together with accrued interest thereon to the redemption date, and a premium
(expressed as a percentage of the principal amount of the Bonds to be redeemed),

as follows:
Redemption Dates Redemption Premium
any Interest Payment Date to and including 3%
March 1, 2018
September 1, 2018 and March 1, 2019 2
September 1, 2019 and March 1, 2020 1
September 1, 2020 and thereafter 0

Special Tax Prepayments may arise by reason of property owners voluntarily prepaying
the Special Tax obligation for specific parcels in the District (see “SECURITY FOR THE 2015
BONDS—Summary of Rate and Method-Prepayments of Special Taxes”), as well as by reason
of changes to the Formation Land Use Plan (see “SECURITY FOR THE 2015 BONDS—
Summary of Rate and Method-Alterations of the Special Tax”) and by reason of agreements
between the Master Developer or Califia, LLC and homebuilders (see “THE DISTRICT—River
Islands Phase 1-Land Development”). For Fiscal Year 2014-15 and to date for fiscal year 2015-16,
a total of $109,816 in Special Tax Prepayments were received by the Authority with respect to 25
parcels in the District on which single-family homes have been constructed. No assurance can
be given with respect to the amount or timing of future Special Tax Prepayments.

Purchase of 2015 Bonds In Lieu of Redemption. In lieu of redemption as described
above, moneys in the Bond Fund may be used and withdrawn by the Fiscal Agent for purchase
of Outstanding 2015 Bonds, upon the filing with the Fiscal Agent of an Officer’s Certificate

*Preliminary, subject to change.
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requesting such purchase prior to the selection of 2015 Bonds for redemption, at public or
private sale as and when, and at such prices (including brokerage and other charges) as such
Officer’s Certificate may provide, but in no event may 2015 Bonds be purchased at a price in
excess of the principal amount thereof, plus interest accrued to the date of purchase.

Selection of 2015 Bonds for Redemption. Whenever provision is made in the Fiscal
Agent Agreement for the redemption of less than all of the 2015 Bonds or any given portion
thereof pursuant to the optional redemption provisions of the Fiscal Agent Agreement, the
Fiscal Agent shall select the 2015 Bonds to be redeemed, from all 2015 Bonds or such given
portion thereof not previously called for redemption among series and maturities as directed in
writing by an Authorized Officer who shall select the Bonds to be redeemed so as to maintain
substantially the same debt service profile for the Bonds as in effect prior to such redemption
(as confirmed in writing by an Independent Financial Consultant), and within a maturity of a
series by lot in any manner which the Fiscal Agent in its sole discretion shall deem appropriate
and fair.

Notice of Redemption. The Fiscal Agent will cause notice of any redemption to be
mailed by first class mail, postage prepaid, at least 30 days but not more than 60 days prior to
the date fixed for redemption, to the Securities Depositories and to one or more Information
Services, and to the respective registered Owners of any 2015 Bonds designated for redemption,
at their addresses appearing on the Bond registration books in the Principal Office of the Fiscal
Agent; but such mailing is not a condition precedent to redemption and failure to mail or to
receive any such notice, or any defect therein, will not affect the validity of the proceedings for
the redemption of such 2015 Bonds.

The redemption notice will state the redemption date and the redemption price and, if
less than all of the then Outstanding 2015 Bonds are to be called for redemption, will designate
the CUSIP numbers and Bond numbers of the 2015 Bonds to be redeemed by giving the
individual CUSIP number and Bond number of each Bond to be redeemed or will state that all
2015 Bonds between two stated Bond numbers, both inclusive, are to be redeemed or that all of
the 2015 Bonds of one or more maturities have been called for redemption, will state as to any
Bond called in part the principal amount thereof to be redeemed, and will require that such
2015 Bonds be then surrendered at the Principal Office of the Fiscal Agent for redemption at the
said redemption price, and will state that further interest on such 2015 Bonds will not accrue
after the redemption date.

Notwithstanding the foregoing, any notice of redemption in connection with an optional
redemption or redemption from Special Tax Prepayments may state that the redemption is
conditioned upon receipt by the Fiscal Agent of sufficient moneys to redeem the 2015 Bonds on
the anticipated redemption date, and that the redemption will not occur if by no later than the
scheduled redemption date sufficient moneys to redeem the 2015 Bonds have not been
deposited with the Fiscal Agent. In the event that the Fiscal Agent does not receive sufficient
funds by the scheduled redemption date to so redeem the 2015 Bonds to be redeemed, the Fiscal
Agent will send written notice to the owners of the 2015 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 2015 Bonds for which notice of redemption was given will remain
Outstanding for all purposes of the Fiscal Agent Agreement.

Effect of Redemption. From and after the date fixed for redemption, if funds available
for the payment of the principal of, and interest and any premium on, the 2015 Bonds so called
for redemption have been deposited in the Bond Fund, such 2015 Bonds so called will cease to
be entitled to any benefit under the Fiscal Agent Agreement other than the right to receive
payment of the redemption price, and no interest will accrue thereon on or after the redemption
date specified in such notice.
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Tender of 2015 Bonds in Payment of Special Taxes. The Authority has covenanted in the
Fiscal Agent Agreement not to permit the tender of 2015 Bonds in payment of any Special Taxes
except upon receipt of a certificate of an Independent Financial Consultant that to accept such
tender will not result in the Authority having insufficient Special Tax revenues to pay the
principal of and interest on the 2015 Bonds that will remain Outstanding following such tender.

Transfer or Exchange of 2015 Bonds

So long as the 2015 Bonds are registered in the name of Cede & Co., as nominee of DTC,
transfers and exchanges of 2015 Bonds shall be made in accordance with DTC procedures. See
Appendix H—“DTC and the Book-Entry Only System.” If the book-entry only system for the
2015 Bonds is ever discontinued, any Bond may, in accordance with its terms, be transferred or
exchanged by the person in whose name it is registered, in person or by his duly authorized
attorney, upon surrender of such Bond for cancellation, accompanied by delivery of a duly
written instrument of transfer in a form approved by the Fiscal Agent. Whenever any 2013 Bond
or 2015 Bonds are surrendered for transfer or exchange, the Authority will execute and the
Fiscal Agent will authenticate and deliver a new 2013 Bond or 2015 Bonds, for a like aggregate
principal amount of 2015 Bonds of authorized denominations and of the same maturity. The
Fiscal Agent will collect from the Owner requesting such transfer any tax or other governmental
charge required to be paid with respect to such transfer or exchange.

No transfers or exchanges of 2015 Bonds will be required to be made (i) within the 15
days prior to the date designated by the Fiscal Agent as the date for selecting 2015 Bonds for
redemption, or (ii) with respect to any 2015 Bond after such 2015 Bond has been selected for
redemption.

Discontinuance of DTC Services

DTC may determine to discontinue providing its services with respect to the 2015 Bonds
at any time by giving written notice to the Fiscal Agent during any time that the 2015 Bonds are
Outstanding, and discharging its responsibilities with respect to the 2015 Bonds under
applicable law. The Authority may terminate the services of DTC with respect to the 2015 Bonds
if it determines that DTC is unable to discharge its responsibilities with respect to the 2015
Bonds or that continuation of the system of book-entry transfers through DTC is not in the best
interest of the Beneficial Owners. The Authority will mail any such notice of termination to the
Fiscal Agent.

Upon the termination of the services of DTC as provided in the previous paragraph, and
if no substitute Depository willing to undertake the functions can be found which is willing and
able to undertake such functions upon reasonable or customary terms, or if the Authority
determines that it is in the best interest of the Beneficial Owners of the 2015 Bonds that they
obtain certificated Bonds, the 2015 Bonds will no longer be restricted to being registered in the
Registration Books of the Fiscal Agent in the name of Cede & Co., as nominee of DTC, but may
be registered in whatever name or name the Owners designate at that time, in accordance with
the Fiscal Agent Agreement.

To the extent that the Beneficial Owners are designated as the transferee by the Owners,

the 2015 Bonds will be delivered to such Beneficial Owners as soon as practicable in accordance
with the Fiscal Agent Agreement.
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Scheduled Debt Service

The following is the debt service schedule for the 2015 Bonds, assuming no optional
redemption of the 2015 Bonds or any redemption of 2015 Bonds with proceeds of Special Tax
Prepayments:

Period Total
Ending 2015A-1 Bonds 2015A-2 Bonds 2015B Bonds Debt

September 1 Principal Interest Principal Interest Principal Interest Service

2015 $ $ $ $ $ $ $
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045

Totals $ $ $ $ $ $ $

* Indicates a mandatory sinking fund installment.

SECURITY FOR THE 2015 BONDS
General

Pursuant to the Fiscal Agent Agreement, the 2015 Bonds are secured by a first pledge of
all of the Special Tax Revenues (other than the Special Tax Revenues needed by the Authority in
each year to pay Administrative Expenses, but not in excess of the annual Priority
Administration Amount), and all moneys deposited in the Bond Fund, the Reserve Fund and,
until disbursed in accordance with the Fiscal Agent Agreement, the Special Tax Fund. Special
Tax Revenues do not include interest and penalties on foreclosure of the lien of Special Taxes in
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excess of the rate of interest payable on the 2015 Bonds. “Priority Administration Amount,” as
defined in the Fiscal Agent Agreement, means, for Fiscal Year 2014-2015, $90,000.00, and for
each Fiscal Year thereafter an amount equal to 102% of the Priority Administration Amount in
effect for the prior Fiscal Year.

The Special Tax Revenues (other than the Special Tax Revenues needed by the Authority
in each Fiscal Year to pay Administrative Expenses, but not in excess of the annual Priority
Administration Amount), and all moneys deposited into said funds (except as otherwise
provided in the Fiscal Agent Agreement) are dedicated to the payment of the principal of, and
interest and any premium on, the 2015 Bonds in accordance with the Fiscal Agent Agreement
until all of the 2015 Bonds have been paid or defeased. Amounts in the Administrative Expense
Fund, the Costs of Issuance Fund, the accounts within the Improvement Fund and the
Refunding Funds, and any Water Sale Proceeds, are not pledged to the repayment of the 2015
Bonds. The Improvements, and the improvements funded with proceeds of the Prior Bonds, are
not pledged to pay the Debt Service on the 2015 Bonds. The proceeds of condemnation or
destruction of any of the Improvements, or of any improvements funded with proceeds of the
Prior Bonds, are not pledged to pay the Debt Service on the 2015 Bonds.

Limited Obligation

The 2015 Bonds are limited obligations of the Authority on behalf of the District and are
payable solely from and secured solely by the Special Tax Revenues (other than the portion
needed to pay Administrative Expenses up to the Priority Administration Amount each fiscal
year), and the amounts in the Bond Fund, the Reserve Fund and the Special Tax Fund created
pursuant to the Fiscal Agent Agreement. In the event that the Special Taxes are not paid when
due, the only sources of funds available to repay the 2015 Bonds are amounts held by the Fiscal
Agent under the Fiscal Agent Agreement in the Bond Fund, the Special Tax Fund and the
Reserve Fund, and the proceeds, if any, from foreclosure sales of parcels with delinquent
Special Tax levies.

Special Tax

The Special Tax will be levied annually on the Taxable Property in the Improvement
Areas of the District, in accordance with the provisions of the Act, and the current Rate and
Method which is set forth in its entirety in Appendix B. Under the Fiscal Agent Agreement, the
Authority is obligated to fix and levy the amount of Special Taxes within the District required
for the timely payment of principal of and interest on the outstanding 2015 Bonds becoming
due and payable, including any necessary replenishment of the Reserve Fund and an amount
estimated to be sufficient to pay the Administrative Expenses, taking into account any
prepayments of Special Taxes previously received by the Authority. The Special Tax levied on
any parcel of Taxable Property may not exceed the maximum amount as provided in the Rate
and Method and permitted under the Act. See “SECURITY FOR THE 2015 BONDS—Summary
of Rate and Method.”

The Special Taxes are payable and are collected in the same manner, at the same time
and in the same installment as the County ad valorem taxes on property levied on the secured
tax roll are payable, and pursuant to the Act have the same priority, become delinquent at the
same times and in the same proportionate amounts and bear the same proportionate penalties
and interest after delinquency as do the taxes levied on the tax roll; provided, however, that the
Special Taxes may be collected by means of direct billing of the property owners in the
Improvement Areas, as permitted under the Fiscal Agent Agreement.

Although the Special Taxes will constitute a lien on taxed parcels within the District,
they do not constitute a personal indebtedness of the owners of the property within the District.
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Pursuant to Section 53356.1 of the Act, in the event of any delinquency in the payment of the
Special Tax on a parcel of Taxable Property, the Authority may order the institution of a
superior court action to foreclose the lien on the parcel of Taxable Property within specified
time limits. In such an action, the real property subject to the unpaid amount of the Special Tax
lien may be sold at judicial foreclosure sale. The Act provides that the Special Taxes are secured
by a continuing lien which is subject to the same lien priority in the case of delinquency as ad
valorem property taxes. See “SECURITY FOR THE 2015 BONDS—Summary of Rate and
Method,” “—Covenant for Superior Court Foreclosure” and “SPECIAL RISK FACTORS—
Parity Taxes and Special Assessments.”

Other liens for taxes and assessments already exist on the property located within the
District and others could come into existence in the future. See “SPECIAL RISK FACTORS—
Parity Taxes and Special Assessments.” There is no assurance that any owner of a parcel subject
to the Special Tax levy will be financially able to pay the annual Special Taxes or that it will pay
such taxes even if financially able to do so. See “SPECIAL RISK FACTORS.” For historic
information regarding the payment of, or delinquencies with respect to, Special Taxes in the
District, see “THE DISTRICT—Special Tax Levies and Delinquencies.”

Special Tax Fund

Deposit of Special Tax Revenues. The Authority is obligated by the Fiscal Agent
Agreement to transfer, or cause to be transferred, to the Fiscal Agent, as soon as practicable
following receipt, all Special Tax Revenues received by the Authority, which amounts shall be
deposited by the Fiscal Agent in the Special Tax Fund.

Notwithstanding the foregoing,

(i) the first Special Tax Revenues collected by the Authority in any Fiscal Year,
commencing with Fiscal Year 2015-16, in an amount equal to the portion of such Fiscal
Year’s Special Tax levy for Administrative Expenses (but not to exceed, in any Fiscal
Year, the Priority Administration Amount for such Fiscal Year), shall be transferred by
the Treasurer to the Fiscal Agent for deposit by the Fiscal Agent in the Administrative
Expense Fund;

(ii) any proceeds of Special Tax Prepayments, as identified by the Treasurer to
the Fiscal Agent, shall be transferred by the Treasurer to the Fiscal Agent for deposit by
the Fiscal Agent as follows (as directed in writing by the Treasurer): first, that portion of
any Special Tax Prepayment constituting a prepayment of construction costs shall be
deposited by the Fiscal Agent to the General Account of the Improvement Fund, and
second, any remaining portion of any Special Tax Prepayment shall be deposited by the
Fiscal Agent directly in the Special Tax Prepayments Account within the Bond Fund;
and

(iii) any Special Tax Revenues constituting the collection of delinquencies in
payment of Special Taxes shall be separately identified by the Treasurer and shall be
deposited by the Fiscal Agent first, in the Bond Fund to the extent needed to pay any
past due debt service on the Bonds; second, to the Reserve Fund to the extent needed to
increase the amount then on deposit in the Reserve Fund up to the then Reserve
Requirement, third to the Administrative Expense Fund to the extent that amounts in
such fund were used to pay costs related to the collection of such delinquencies; and
fourth, to the Special Tax Fund for use as described below.
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Moneys in the Special Tax Fund will be held by the Fiscal Agent for the benefit of the
Authority and the Owners of the Bonds, will be disbursed as described below and, pending any
disbursement, will be subject to a lien in favor of the Owners of the Bonds and the Authority.

Disbursements. From time to time as needed to pay the obligations of the District, but no
later than each Interest Payment Date, the Fiscal Agent will withdraw from the Special Tax
Fund and transfer the following amounts in the following order of priority:

(i) to the Bond Fund an amount, taking into account any amounts then on
deposit in the Bond Fund, such that the amount in the Bond Fund equals the principal
(including any mandatory sinking payment), premium, if any, and interest due on the
Bonds, and

(ii) to the Reserve Fund an amount, taking into account amounts then on
deposit in the Reserve Fund, such that the amount in the Reserve Fund is equal to the
Reserve Requirement;

provided that no such transfers shall exceed the amount then available to be transferred from
the Special Tax Fund.

In addition to the foregoing, if in any Fiscal Year there are sufficient funds in the Special
Tax Fund to make the foregoing transfers to the Bond Fund and the Reserve Fund in respect of
the Interest Payment Dates occurring in the Bond Year that commences in such Fiscal Year, the
Treasurer may direct the Fiscal Agent to transfer to the Administrative Expense Fund, from
time to time, any amount in the Special Tax Fund in excess of the amount needed to make such
transfers to the Bond Fund and the Reserve Fund, if the monies are needed to pay
Administrative Expenses in excess of the amount then on deposit in the Administrative Expense
Fund.

Summary of Rate and Method

Special Tax Requirement. The Rate and Method provides that the Special Tax levy each
fiscal year is calculated by first determining the “Special Tax Requirement” for the fiscal year.
The Special Tax Requirement is defined in the Rate and Method to be the amount necessary in
any fiscal year: (i) to pay principal and interest on Bonds which is due in the calendar year
which begins in such fiscal year, (ii) to create and/or replenish reserve funds, (iii) to cure any
delinquencies in the payment of principal or interest on Bonds which have occurred in the prior
fiscal year or, based on existing delinquencies in the payment of Special Taxes, are expected to
occur in the fiscal year in which the tax will be collected, (iv) to pay Administrative Expenses,
and (v) to pay the costs of public improvements and public infrastructure authorized to be
financed by the District. The amounts referred to in clauses (i) and (ii) of the preceding sentence
may be reduced in any fiscal year by (i) interest earnings on or surplus balances in funds and
accounts for the Bonds to the extent that such earnings or balances are available to apply against
debt service pursuant to the Fiscal Agent Agreement, (ii) proceeds from the collection of
penalties associated with delinquent Special Taxes, and (iii) any other revenues available to pay
debt service on the Bonds as determined by the Administrator.

Pursuant to the Rate and Method, a Maximum Special Tax, calculated as more fully
described below, will be assigned to each taxable parcel. No Special Tax will be assigned to up
to 838.20 acres classified as Public Property, i.e. parcels that are owned by or irrevocably offered
for dedication to the federal government, the State, the County, the City or other local
government or public agency.
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On or about July 1 of each fiscal year, the Administrator will identify the current
Assessor’s Parcel numbers for Taxable Property within the District. The Administrator will also
determine: (i) whether each parcel is located within Improvement Area 1 or Improvement Area
2, (ii) whether each parcel is Developed Property or Undeveloped Property, (iii) for Developed
Property, which parcels are Single Family Detached Property, Single Family Attached Property,
Multi-Family Property or Non-Residential Property, (iv) for Single Family Detached Property,
the square footage of each residential lot, and (v) the Special Tax Requirement. In addition, the
Administrator shall, at least twice each Fiscal Year, determine: (i) whether changes have
been proposed or approved to the Formation Land Use Plan (which is defined in the Rate and
Method as the Tentative Tract Map approved by the City Council on January 27, 2003
designating land uses within River Islands Phase 1); and (ii) whether Final Maps that have
been proposed for approval or already approved by the City are consistent with the
Formation Land Use Plan. If changes to the Formation Land Use Plan have occurred, or if
Final Maps are inconsistent with the Formation Land Use Plan, the Administrator shall apply
the steps described under the subheading “Alterations of the Special Tax” below.

Method of Apportionment of Special Tax. The Rate and Method provides that for each fiscal
year, the Administrator will determine the Special Tax Requirement to be collected in that fiscal
year. The Special Tax then will be levied as follows:

First: The Special Tax will be levied Proportionately on each Parcel of Developed
Property within the District up to 100% of the Maximum Special Tax for each
parcel for such fiscal year.

Second: If additional revenues are needed after applying the above step, and after
applying Capitalized Interest (if any) to the Special Tax Requirement, the
Special Tax will be levied Proportionately on each Assessor’s Parcel of
Undeveloped Property within the District up to 100% of the Maximum
Special Tax for Undeveloped Property for such fiscal year.

Third: If additional revenues are needed after applying the first two steps, the
Special Tax will be levied Proportionately on each Parcel of Association
Property within the District (being, generally, property owned by a
homeowners association or property owners association), up to 100% of the
Maximum Special Tax for Undeveloped Property for such fiscal year.
Currently there is no homeowners association or property owners association
that includes any of the land in the District.

Fourth:  If additional revenues are needed after applying the first three steps, the
Special Tax will be levied Proportionately on each Assessor’s Parcel of Excess
Public Property within the District (Public Property in excess of 838.20 acres),
up to 100% of the Maximum Special Tax for Undeveloped Property for such
fiscal year.

Maximum Special Tax Rates. The annual Maximum Special Tax amounts for Taxable

Property within Improvement Area No. 1 and Improvement Area No. 2 for fiscal year 2014-2015
are shown in the following table:
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River Islands Public Financing Authority
Community Facilities District No. 2003-1
(Public Improvements)

Maximum Special Taxes for Fiscal Year 2014-15 for
Improvement Areas No. 1 and No. 2

Maximum Special Tax

Type of Property® Lot Size Fiscal Year 2014-15¢
Single Family Greater than $3,361.98 per Unit
Detached Property 7,000 square feet
Single Family 5,801 to 7,000 $2,729.32 per Unit
Detached Property square feet
Single Family 4,801 to 5,800 $2,491.62 per Unit
Detached Property square feet
Single Family 4,000 to 4,800 $2,119.84 per Unit
Detached Property square feet
Single Family Less than 4,000 $1,977.20 per Unit
Detached Property square feet
Single Family Not Applicable $1,740.72 per Unit
Attached Property
Multi-Family Not Applicable $988.60 per Unit
Property
Non-Residential Not Applicable $3,955.64 per Acre
Property
Improvement Area #1
Non-Residential Not Applicable $2,636.68 per Acre
Property
Improvement Area #2
Undeveloped Property Not Applicable $15,861.56 per Acre

(1) The Maximum Special Tax set forth above is calculated based on the Expected Land Uses at the time of
formation of the District, escalated to fiscal year 2014-15 amounts.

(2) On July 1, 2015 and on each July 1 thereafter, all figures shown above will be increased by an amount equal to
2.0% of the amount in effect for the prior fiscal year.

The annual Special Tax payment for each Taxable Parcel may not exceed the Maximum
Special Tax for the applicable property classification. In addition, pursuant to the Act, under no
circumstances will the Special Tax levied against any assessor’s parcel used for private
residential purposes be increased by more than ten percent per fiscal year as a consequence of
delinquency or default by the owner of any other parcel within the District.

The Administrator is to establish tax rates, up to the Maximum Special Tax rates set
forth above, to be used to levy and apportion the Special Tax within the District on an annual
basis. The first levy of the Special Tax for debt service occurred during the 2005-06 fiscal year.
The Special Tax will be levied until debt service on the Bonds has been paid and the Facilities
have been completed. However, in no event will the Special Tax be levied after fiscal year 2075-
2076.

Alterations of the Special Tax. The Maximum Special Taxes set forth in the above table
were calculated based on the Expected Land Uses. As described above, twice each fiscal year,
Tentative Map revisions and other changes to the Formation Land Use Plan must be reviewed
and compared to the Expected Land Uses to evaluate the impact on the Expected Maximum
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Special Tax Revenues. In addition, Final Maps must be reviewed to ensure they reflect the
number of residential lots and acreage of non-residential property that was anticipated in the
Tentative Map. Certain steps must be taken each time a change to the Formation Land Use Plan
is proposed, and each time a Final Map is proposed for approval by the City Council as
described below.

First, the Expected Maximum Special Tax Revenues for the Improvement Areas in which
the change is proposed must be calculated. Then, the Maximum Special Tax revenues that could
be collected from the affected area if the proposed change is approved must be calculated. If the
second amount is higher than the first amount, the proposed change may be approved without
further action. If the second amount is less than the first amount, then either (i) the proposed
change will not be submitted for approval or, if submitted, will not be approved by the City; (ii)
the Board of Directors, prior to approval of the proposes change, will complete proceedings
under the Act to increase the Maximum Special Tax within the affected area(s) to an amount
sufficient to maintain the total Maximum Special Tax revenues that could be generated within
the affected area(s) before the proposed change is approved; or (iii) before approval of the
proposed change, the landowner requesting the change will prepay a portion of the Special Tax
for the affected area(s) in an amount that corresponds to the lost Maximum Special Tax revenue.

Since the adoption of the Rate and Method, the Tract Map referenced as the Formation
Land Use Plan therein has been superseded by the current Vesting Tentative Tract Map 3694,
four Final Tract Maps have been recorded, and the Master Developer has submitted revisions to
Vesting Tentative Tract Map 3694 to the City for approval. See “THE DISTRICT—River Islands
Phase 1—Land Development.” None of the changes to the Formation Land Use Plan
contemplated by Vesting Tentative Tract Map 3694, any of such Final Tract Maps or the
proposed revisions to Vesting Tentative Tract Map 3694 have resulted, or are expected to result,
in reductions in the Maximum Special Tax revenues. No assurance can be given, however, that
future vesting tentative tract map revisions or final tract maps will not result in reductions in
the Maximum Special Tax, which could then result in prepayments of Special Taxes and
corresponding redemptions of the 2015 Bonds. See “THE 2015 BONDS—Redemption-
Mandatory Redemption From Special Tax Prepayments.”

In addition, the Special Tax may be altered in situations other than map revisions,
without any requirement for notice to or the consent of the Bondowners. In accordance with the
Act and the Fiscal Agent Agreement, the Authority may undertake proceedings under the Act
to alter the rate and method of apportionment of special taxes for one or both of Improvement
Area No. 1 or Improvement Area No. 2 of the District. However, the Act effectively provides
that the Authority shall not undertake any such proceedings unless the Board of Directors
determines that any reduction or termination of that tax will not interfere with the timely
retirement of the Bonds. In addition, the Authority must be in compliance with its covenant in
the Fiscal Agent Agreement not to consent or conduct proceedings with respect to a reduction
in the maximum Special Taxes that may be levied in the District below an amount, for any fiscal
year, equal to 110% of the Maximum Annual Debt Service, plus a reasonable estimate of
Administrative Expenses for such fiscal year. The Authority recently has twice conducted
proceedings under the Act to alter the Rate and Method, with both such proceedings occurring
in 2013 and 2014 (see “THE DISTRICT—History of the District”). At this time, the Authority
does not anticipate undertaking any further proceedings to alter the Rate and Method.

Prepayments of Special Taxes. The Rate and Method contains provisions allowing for the
prepayment in whole or in part of the Special Taxes authorized to be levied on any parcel in the
District. If a partial prepayment is made for a parcel, the Maximum Special Tax that can
thereafter be levied on the parcel is equal to the Maximum Special Tax that could have been
levied prior to the prepayment, reduced by the percentage of a full prepayment that the partial
prepayment represents, all as determined by or at the direction of the Administrator.
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For fiscal year 2014-15 and to date for fiscal year 2015-16, a total of $109,816 in Special
Tax Prepayments were received by the Authority with respect to 25 parcels in the District, all of
which represented partial prepayments of the Special Tax for the respective parcel, and it is
expected that additional partial prepayments will be received in the future due to agreements
by the Master Developer and Califia, LLC with homebuilders (see “THE DISTRICT—River
Islands Phase 1-Land Development”), but the timing and magnitude of any such future
prepayments cannot be determined. Special Tax prepayments will result in the partial
redemption of 2015 Bonds. See “THE 2015 BONDS—Redemption-Redemption From Special
Tax Prepayments.”

Reserve Fund

The Fiscal Agent Agreement establishes a debt service reserve fund (the “Reserve
Fund”) as a separate fund to be held in trust by the Fiscal Agent for the benefit of the Owners of
the Bonds (which include the 2015 Bonds and any Parity Bonds), as a reserve for the payment of
principal of, and interest and any premium on, the Bonds. Moneys in the Reserve Fund are
subject to a lien in favor of the Owners of the Bonds. The Reserve Fund is required by the Fiscal
Agent Agreement to be funded in an amount equal to the Reserve Requirement which is, as of
any date of calculation, an amount equal to the lesser of (i) the then Maximum Annual Debt
Service on the Bonds, (ii) one hundred twenty-five percent (125%) of the then average Annual
Debt Service on the Bonds, or (iii) ten percent (10%) of the then outstanding principal amount of
the Bonds. The Reserve Requirement as of the date of issuance of the 2015 Bonds will be

$

Except as otherwise provided in the Fiscal Agent Agreement (with respect to the use of
moneys in the Reserve Fund in connection with Special Tax Prepayment redemptions, for the
payment of any rebate liability due to the federal government, or the use of excess moneys in
the Reserve Fund to pay debt service on the Bonds), all amounts deposited in the Reserve Fund
will be used and withdrawn by the Fiscal Agent solely for the purpose of making transfers to
the Bond Fund in the event of any deficiency at any time in the Bond Fund of the amount then
required for payment of the principal of, and interest and any premium on, the Bonds. See
Appendix E—“Summary of Fiscal Agent Agreement.”

Whenever the balance in the Reserve Fund exceeds the amount required to redeem or
pay the Outstanding Bonds, including interest accrued to the date of payment or redemption
and premium, if any, due upon redemption, the Fiscal Agent will transfer the amount in the
Reserve Fund to the Bond Fund to be applied, on the next succeeding Interest Payment Date, to
the payment and redemption of all of the Outstanding Bonds. In the event that the amount
transferred from the Reserve Fund to the Bond Fund exceeds the amount required to pay and
redeem the Outstanding Bonds, the balance in the Reserve Fund will be transferred to the
Authority to be used for any lawful purpose under the Act. Notwithstanding the foregoing, no
amounts will be transferred from the Reserve Fund until after (i) amounts in the Reserve Fund
are withdrawn, at the written request of the Treasurer, for purposes of making payment to the
federal government in accordance with the Fiscal Agent Agreement following payment of the
2015 Bonds, and (ii) payment of any fees and expenses due to the Fiscal Agent. See Appendix
E—“Summary of Fiscal Agent Agreement.”

Covenant for Superior Court Foreclosure
Foreclosure Under the Act. Pursuant to Section 53356.1 of the Act, in the event of any

delinquency in the payment of the Special Tax levied on a taxed parcel, the Authority may
order the institution of a superior court action to foreclose the Special Tax lien on the taxed
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parcel within specified time limits. In such an action, the real property subject to the unpaid
amount of the Special Tax lien may be sold at judicial foreclosure sale.

Authority Foreclosure Covenant. Judicial foreclosure proceedings in the event of
delinquent Special Taxes are not mandatory. However, the Authority has covenanted in the
Fiscal Agent Agreement for the benefit of the Bondowners that on or about February 15 and
June 15 of each Fiscal Year, the Treasurer of the Authority shall compare the amount of Special
Taxes theretofore levied in the District to the amount of Special Tax Revenues theretofore
received by the Authority, and:

(a) If the Treasurer determines that any single parcel subject to the Special Tax in
the District is delinquent in the payment of Special Taxes in the aggregate amount of
$3,500 or more, then the Treasurer shall send or cause to be sent a notice of delinquency
(and a demand for immediate payment thereof) to the property owner within 45 days of
such determination, and (if the delinquency remains uncured) foreclosure proceedings
shall be commenced by the Authority within 90 days of such determination.
Notwithstanding the foregoing, the Treasurer may defer such action if the amount in the
Reserve Fund is at least equal to the Reserve Requirement.

(b) If the Treasurer determines that the total amount of delinquent Special Tax
for the prior Fiscal Year for the entire District, (including the total of delinquencies
under subsection (a) above), exceeds 5% of the total Special Tax due and payable for the
prior Fiscal Year, the Treasurer shall notify or cause to be notified property owners who
are then delinquent in the payment of Special Taxes (and demand immediate payment
of the delinquency) within 45 days of such determination, and the Authority shall
commence foreclosure proceedings within 90 days of such determination against each
parcel of land in the District with a Special Tax delinquency.

No assurance can be given as to the time necessary to complete any foreclosure sale or that any
foreclosure sale will be successful. The Authority is not required to be a bidder at any
foreclosure sale.

In a foreclosure proceeding the Authority is entitled to recover penalties and interest on
the delinquent Special Taxes through the date that an order of sale is entered. However, under
the Fiscal Agent Agreement, the Special Taxes pledged to the payment of the Bonds does not
include any such penalties and interest collected by the Authority that are in excess of the rate
of interest payable on the Bonds. Also it should be noted that prompt commencement of
foreclosure proceedings may not, in and of itself, result in a timely or complete payment of
delinquent Special Taxes.

Sufficiency of Foreclosure Sale Proceeds; Foreclosure Limitations and Delays. No
assurances can be given that the real property subject to a judicial foreclosure sale will be sold
or, if sold, that the proceeds of sale will be sufficient to pay any delinquent Special Tax
installment. Subject to the maximum rates, the Rate and Method is designed to generate from all
Taxable Property within the District the current year’s debt service, amounts necessary to pay
administrative expenses, and any amount needed for replenishment of the Reserve Fund to the
Reserve Requirement. However, if foreclosure proceedings are necessary, and the Reserve Fund
has been depleted, there could be a delay in payments to owners of the 2015 Bonds pending
prosecution of the foreclosure proceedings and receipt by the Authority of the proceeds of the
foreclosure sale.

The ability of the Authority to foreclose the lien of delinquent unpaid Special Taxes may
be limited in certain instances and may require prior consent of the obligee in the event the
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property is owned by or in receivership of the Federal Deposit Insurance Corporation. See
“SPECIAL RISK FACTORS—FDIC/Federal Government Interests in Properties.”

No assurances can be given that a judicial foreclosure action, once commenced, will be
completed or that it will be completed in a timely manner. If a judgment of foreclosure and
order of sale is obtained, the judgment creditor (the Authority for the District) must cause a
Notice of Levy to be issued. Under current law, a judgment debtor (property owner) has 120
days from the date of service of the Notice of Levy in which to redeem the property to be sold,
which period may be shortened to 20 days for parcels other than those on which a dwelling unit
for not more than four persons is located. If a judgment debtor fails to redeem and the property
is sold, his only remedy is an action to set aside the sale, which must be brought within 90 days
of the date of sale. If, as a result of such an action, a foreclosure sale is set aside, the judgment is
revived and the judgment creditor is entitled to interest on the revived judgment as if the sale
had not been made (Section 701.680 of the California Code of Civil Procedure). The
constitutionality of the aforementioned legislation, which repealed a former one-year
redemption period, has not been tested; and there can be no assurance that, if tested, such
legislation will be upheld.

Section 53356.6 of the Act requires that property sold pursuant to foreclosure under the
Act be sold for not less than the amount of judgment in the foreclosure action, plus post-
judgment interest and authorized costs, unless the consent of the owners of 75% of the
outstanding Bonds is obtained. However, under Section 53356.6 of the Act, the Authority, as
judgment creditor, is entitled to purchase any property sold at foreclosure using a “credit bid,”
where the Authority could submit a bid crediting all or part of the amount required to satisfy
the judgment for the delinquent amount of the Special Tax. If the Authority becomes the
purchaser under a credit bid, the Authority must pay the amount of its credit bid into the
redemption fund established for the 2015 Bonds, but this payment may be made up to 24
months after the date of the foreclosure sale. Neither the Act nor the Fiscal Agent Agreement
requires the Authority to purchase or otherwise acquire any lot or parcel of property foreclosed
upon if there is no other purchaser at such sale, and the Authority has no intention to be such a
purchaser.

The Authority will levy the Special Tax to pay the current year’s debt service and related
administrative expenses and to replenish the Reserve Fund to the Reserve Requirement, subject
to Maximum Special Tax rates. However, if superior court foreclosure proceedings are
necessary to collect delinquent Special Taxes, and if the Reserve Fund is depleted, there could
be a delay in payments of principal of and interest on the 2015 Bonds pending prosecution of
the foreclosure proceedings and receipt by the Authority of the proceeds of the foreclosure sale.
See “SPECIAL RISK FACTORS—Bankruptcy Delays” and “—Proceeds of Foreclosure Sales.”

County Teeter Plan

The County of San Joaquin and the other political subdivisions within its boundaries
operate under the provisions of Sections 4701 through 4717, inclusive, of the Revenue and
Taxation Code of the State of California, commonly referred to as the “Teeter Plan,” with
respect to property tax collection and disbursement procedures. These sections provide an
alternative method of apportioning secured taxes whereby agencies levying taxes through the
County roll may receive from the County 100% of their taxes at the time they are levied. The
County treasury’s cash position (from taxes) is insured by a special tax loss reserve fund
accumulated from delinquent penalties.

The Board of Supervisors of the County may discontinue the procedures under the
Teeter Plan altogether, or with respect to any tax or assessment levying agency in the County, if
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the rate of secured tax and assessment delinquency in that agency in any year exceeds 3% of the
total of all taxes and assessments levied on the secured rolls for that agency.

The Special Taxes have been and are expected to continue to be collected pursuant to the
procedures described above. Thus, so long as the County maintains its policy of collecting taxes
pursuant to said procedures and the District meets the Teeter Plan requirements, the Authority
will receive 100% of the annual Special Taxes levied without regard to actual collections;
however, there is no assurance that the County Board of Supervisors will maintain its policy of
apportioning taxes pursuant to the aforementioned procedures.

Investment of Moneys

Except as otherwise provided in the Fiscal Agent Agreement, all moneys in any of the
funds or accounts established pursuant to the Fiscal Agent Agreement will be invested by the
Fiscal Agent solely in Permitted Investments, as directed by the Authority. See Appendix E—
“Summary of the Fiscal Agent Agreement” for a definition of “Permitted Investments” and for
additional provisions regarding the investment of funds held under the Fiscal Agent
Agreement.

Issuance of Additional Bonds

Parity Bonds. Subject to compliance with the conditions described below, the Fiscal
Agent Agreement authorizes the issuance by the Authority for the District of “Parity Bonds”
that will be secured by a lien on the Special Tax Revenues and funds pledged for the payment
of the Bonds under the Fiscal Agent Agreement on a parity with all other Bonds Outstanding
under the Fiscal Agreement. When used in this Limited Offering Memorandum and the Fiscal
Agent Agreement, the term “Bonds” includes the 2015 Bonds and any Parity Bonds that may be
issued.

The Authority may issue the Parity Bonds subject to the following specific conditions
precedent, as set forth in the Fiscal Agent Agreement:

(a) Current Compliance; Amendment. The Authority shall be in compliance on
the date of issuance of the Parity Bonds with all covenants set forth in the Fiscal Agent
Agreement and all Supplemental Agreements, and the principal amount of the Parity
Bonds, when added to the principal amount of all Bonds then outstanding, shall not
exceed the bonded indebtedness limit of either of the two Improvement Areas (currently
$350,000,000).

(b) Payment Dates. The Supplemental Agreement providing for the issuance of
such Parity Bonds shall provide that interest thereon shall be payable on March 1 and
September 1, and principal thereof shall be payable on September 1 in any year in which
principal is payable (provided that there shall be no requirement that any Parity Bonds
pay interest on a current basis).

(c) Funds and Accounts; Reserve Fund Deposit. The Supplemental Agreement
providing for the issuance of such Parity Bonds may provide for the establishment of
separate funds and accounts, and shall provide for a deposit to the Reserve Fund in an
amount necessary so that the amount on deposit therein, following the issuance of such
Parity Bonds, is equal to the Reserve Requirement.

(d) Value-to-Lien Ratio. The District Value shall be at least three (3.0) times the
sum of: (i) the aggregate principal amount of all Bonds then Outstanding, plus (ii) the
aggregate principal amount of the series of Parity Bonds proposed to be issued, plus (iii)
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the aggregate principal amount of any fixed assessment liens on the parcels in the
District subject to the levy of Special Taxes, plus (iv) a portion of the aggregate principal
amount of any and all other community facilities district bonds then outstanding and
payable at least partially from special taxes to be levied on parcels of land within the
District (the “Other District Bonds”) equal to the aggregate principal amount of the
Other District Bonds multiplied by a fraction, the numerator of which is the amount of
special taxes levied for the Other District Bonds on parcels of land within the District,
and the denominator of which is the total amount of special taxes levied for the Other
District Bonds on all parcels of land against which the special taxes are levied to pay the
Other District Bonds (such fraction to be determined based upon the maximum special
taxes which could be levied in the year in which maximum annual debt service on the
Other District Bonds occurs), based upon information from the most recent available
Fiscal Year. Notwithstanding the foregoing, the term “Other District Bonds” as used in
this paragraph (d) shall not include any community facilities district bonds that are
payable from special taxes that are secured by a lien that is subordinate to the lien
securing the Special Taxes or by a pledge of special taxes that is subordinate to the
pledge of the Special Taxes under the Fiscal Agent Agreement.

(e) The Special Tax Coverage Test. The Authority shall obtain a certificate of a
Tax Consultant to the effect that (i) the amount of the maximum Special Taxes that may
be levied in each Fiscal Year shall be at least one hundred ten percent (110%) of the total
Annual Debt Service for each such Fiscal Year on the Bonds and the proposed Parity
Bonds, and (ii) based upon the Special Taxes that may be levied under the Rate and
Method at the time when there is no longer any Undeveloped Property, and taking into
account the status of the then and expected Developed Property, (a) the estimated
maximum Special Taxes that may then be levied in the Improvement Areas on the then
existing and expected Developed Property in each Fiscal Year are reasonably expected to
exceed one hundred ten percent (110%) of the total Annual Debt Service for each Fiscal
Year on the Bonds and the proposed Parity Bonds, and (b) the aggregate Special Tax
Prepayments that could occur after the issuance of the Parity Bonds is not less than the
Outstanding principal amount of the Bonds and such Parity Bonds.

(f) Officer’s Certificate. The Authority shall deliver to the Fiscal Agent an
Officer’s Certificate certifying that the conditions precedent to the issuance of such
Parity Bonds set forth in the paragraphs above have been satisfied.

If the Parity Bonds are Refunding Bonds, the Authority need not comply with the requirements
in paragraphs (d) and (e) above, and the Officer’s Certificate required by paragraph (f) above
need not reference such paragraphs. “Refunding Bonds” means bonds the net proceeds of
which are used solely to refund all or a portion of the then Outstanding Bonds; provided that,
as of the date they are issued, the scheduled debt service on the Refunding Bonds in each Bond
Year over their term is not in excess of the remaining scheduled debt service on the Bonds being
refunded, and the final maturity of the Refunding Bonds is not later than the final maturity of
the Bonds being refunded.

The term “District Value,” as used in paragraph (d) above, is defined in the Fiscal Agent
Agreement to mean the market value, as of the date of the appraisal described below, of all
parcels of real property in the District subject to the levy of the Special Taxes and not delinquent
in the payment of any Special Taxes then due and owing, including with respect to such
nondelinquent parcels the value of the then existing improvements and any facilities to be
constructed or acquired with any amounts then on deposit in the Improvement Fund (and any
account therein) and with the proceeds of any proposed series of Parity Bonds, as determined
by reference to (i) an appraisal performed within six (6) months of the date of issuance of any
proposed Parity Bonds by an MAI appraiser (the “Appraiser”) selected by the Authority, or (ii),

-26-



in the alternative, the assessed value of all such nondelinquent parcels and improvements
thereon as shown on the then current County real property tax roll available to the Treasurer.
The Fiscal Agent Agreement provides that neither the Authority nor the Treasurer shall be
liable to the Bondowners or any other person or entity in respect of any appraisal provided for
purposes of the foregoing definition or by reason of any exercise of discretion made by any
Appraiser pursuant to such definition.

Subordinate Bonds. Nothing in the Fiscal Agent Agreement prohibits the Authority
from issuing bonds or otherwise incurring debt secured by a pledge of Special Tax Revenues
subordinate to the pledge of such Special Tax Revenues under the Fiscal Agent Agreement. In
that regard, the Authority did create the Other District, which includes a portion of the property
in the District, and issued the Prior Other District Bonds which are secured by the levy of
special taxes on property in the Other District secured by a lien which is expressly subordinate
to the lien for the Special Taxes levied for the District. While the Authority has taken action to
cease levying special taxes in the Other District upon redemption of the Prior Other District
Bonds and effectively terminate the Other District (see “THE DISTRICT—History of the
District”), the Authority may create new community facilities districts with subordinate special
tax liens on all or a portion of the property in the District. See also “THE DISTRICT—Direct and
Overlapping Governmental Obligations” and “RISK FACTORS—Parity Taxes and Special
Assessments.”

THE DISTRICT
Location and Description of the District

The District is located in the City, approximately 60 miles east of San Francisco and is
south of Sacramento and north of Stanislaus County. The City is 55 miles south of Sacramento
and 15 miles south of Stockton at the junction of U.S. Interstate Highway 5 and State Highway
120.

The District was formed by the Board of Directors pursuant to proceedings conducted
under the Act on June 12, 2003. The Improvement Areas of the District currently include
approximately 2,100 acres of land that are subject to the levy of Special Taxes. The District
encompasses the area within phase 1 of a planned development community known as River
Islands at Lathrop (referred to in this Limited Offering Memorandum as “River Islands Phase
1”), and including an additional 307 acres of land expected to be developed as part of phase 2 of
the River Islands at Lathrop Development. At buildout, River Islands Phase 1 is expected to
include approximately 3,741 single family detached homes, 100 apartments and 443
townhouses, as well as a 61.9 acre commercial “town center” expected to be developed with
retail uses, and a 164.3 acre commercial “employment center” expected to be developed with
research and development and office uses.

History of the District

Legislative Proceedings; Bond Issuances. The District was formed pursuant to proceedings
initiated by Resolution No. 03-03 adopted by the Board of Directors on February 27, 2003.
Resolution No. 03-06 forming the District and designating the two Improvement Areas was
adopted by the Board of Directors on June 12, 2003. Pursuant to an election conducted on June
12, 2003, Califia, LLC and the Cambay Group, Inc., as the then sole owners of the land in the
District, voted in favor of the formation of the District and the levy of the Special Taxes on the
property in the District. On June 23, 2003, the Board of Directors adopted Ordinance No. 1
levying Special Taxes in the District, and on July 9, 2003, a Notice of Special Tax Lien was
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recorded in the County Recorder’s Office against the property in Improvement Area No. 1 and
in Improvement Area No. 2.

On July 16, 2003, the Series 2003-A Bonds were issued by the Authority for the District in
the original principal amount of $19,715,000. On October 2, 2003, the Series 2003-B Bonds were
issued by the Authority for the District in the original principal amount of $3,085,000, and the
Series 2003-C Bonds were issued by the Authority for the District in the original principal
amount of $1,265,000. See “THE DISTRICT—The Improvements” for a description of
improvements funded with proceeds of these three bond issues.

On August 2, 2005, the Board of Directors adopted Resolution No. 05-02, pursuant to
which it conducted proceedings to increase the bonded indebtedness limits for the two
Improvement Areas from their initial limits of $29,000,000, to $100,000,000, and to add to the list
of facilities authorized to be funded by the Improvement Areas. On August 25, 2005, the Board
of Directors adopted a Resolution clarifying the Rate and Method, and on September 21, 2005,
an Amended and Restated Notice of Special Tax Lien was recorded in the County Recorder’s
Office against the property in the Improvement Areas.

On November 3, 2005, the Series 2005-A Bonds were issued by the Authority for the
District in the original principal amount of $6,025,000, and the Series 2005-B Bonds were issued
by the Authority for the District in the original principal amount of $15,490,000. See “THE
DISTRICT—The Improvements” for a description of the improvements funded with the
proceeds of these two bond issues.

On May 12, 2006, the Board of Directors adopted Resolution No. 06-03 pursuant to
which it conducted proceedings to add to the list of facilities eligible to be funded by the
District. On July 6, 2006, a First Amendment to Amended and Restated Notice of Special Tax
Lien was recorded in the County Recorder’s Office against the property in the Improvement
Areas. On November 7, 2006, the Board of Directors adopted Resolution No. 06-06 pursuant to
which it once-again conducted proceedings to add to the list of facilities authorized to be
funded by the District. On December 26, 2006, a Second Amendment to Amended and Restated
Notice of Special Tax Lien was recorded in the County Recorder’s Office against the property in
the Improvement Areas.

On May 30, 2007, the Series 2007-A Bonds were issued by the Authority for the District
in the original principal amount of $18,820,000. See “THE DISTRICT—The Improvements” for a
description of improvements funded with proceeds of the Series 2007-A Bonds.

During the period from 2011 to 2013, the Other District was formed by the Authority
and the three series of Prior Other District Bonds were issued to fund improvements within or
of benefit to the Other District. The Other District included a portion of the land in the District,
and the special taxes levied to repay the Prior Other District Bonds were secured by a lien on
the property in the Other District subordinate to the lien on property in the District securing the
repayment of the 2015 Bonds.

On March 5, 2013, the Board of Directors adopted Resolution No. 13-03 pursuant to
which it added the refinancing of the Other District Bonds to the list of eligible purposes of the
Improvement Areas, and on May 21, 2013, a Third Amendment to Amended and Restated
Notice of Special Tax Lien was recorded in the County Recorder’s Office against the property in
the Improvement Areas. On August 21, 2013, the Board of Directors adopted Resolution No. 13-
07 pursuant to which it conducted proceedings to alter the Rate and Method and to increase the
bonded indebtedness limit of the Improvement Areas from $100,000,000 to $160,000,000, and on
October 3, 2013 a Fourth Amendment to Amended and Restated Notice of Special Tax Lien was
recorded in the County Recorder’s Office against the property in the Improvement Areas.
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On August 7, 2014, the Board of Directors adopted Resolution No. 14-10, pursuant to
which it conducted proceedings to alter the Rate and Method to be as set forth in Appendix B to
this Limited Offering Memorandum, and to increase the bonded indebtedness limit of the
Improvement Areas from $160,000,000 to $350,000,000. On December 22, 2014, a Fifth
Amendment to Notice of Special Tax Lien was recorded in the County Recorder’s Office against
the property in the Improvement Areas.

On December 17, 2014, at a regular meeting of the Board of Directors, the Board of
Directors adopted Resolution No. 14-28, pursuant to which it authorized the issuance of the
2015 Bonds, and on January 22, 2015, the Board of Directors adopted Resolution No. 15-1
pursuant to which it amended certain provisions of Resolution No. 14-28. Also on January 22,
2015, the Board of Directors adopted Ordinance No. 6 amending and restating the prior
Ordinance No. 1 levying Special Taxes on Taxable Property in the Improvement Areas. On
January 29, 2015, the Board of Directors adopted Resolution No. 15-4 approving this Limited
Offering Memorandum in preliminary form.

Joint Community Facilities Agreements. The Authority has entered into various joint
community facilities agreements with other public agencies relative to the improvements
authorized to be funded by the District. Those agreements include the following:

* City of Lathrop: The Authority and the City entered into a Joint Community
Facilities Agreement dated June 30, 2003, which was subsequently amended and
restated on June 23, 2003. That agreement, as amended and restated, provided for
the Authority to obtain certain rights to potable water upon funding improvements
to a water facility being constructed by the South San Joaquin Irrigation District (see
THE DISTRICT—The Improvements). The Authority and the City entered into a
subsequent Joint Community Facilities Agreement on September 1, 2005, which was
amended on June 1, 2006 and again on April 4, 2007, with respect to facilities to be
funded by the District but to be owned or operated by the City.

* The Reclamation District: The Authority and the Reclamation District entered into a
Joint Community Facilities Agreement on September 1, 2005, which was
subsequently amended on June 1, 2006, on March 1, 2007 and on May 1, 2007. The
agreement, as amended, pertains to various lake and levee, and other improvements,
funded by the District, but to be owned or operated by the Reclamation District.

* The Irrigation District: The Authority and the Irrigation District entered into a Joint
Community Facilities Agreement on March 1, 2007. That agreement pertained to
certain electrical and other facilities to be funded by the District, but to be owned or
operated by the Irrigation District.

The Authority has entered into various other joint community facilities agreements with
the City, the Irrigation District, the Reclamation District and the Banta Elementary School
District relative to facilities funded by the Other District. Also, in connection with the formation
by the Authority of its Community Facilities District No. 2013-1 (River Islands Public Services)
to pay for costs to maintain certain public infrastructure improvements, the Authority entered
into a joint community facilities agreement with the Reclamation District and the Irrigation
District. Finally, the Authority and the Reclamation District entered into a joint community
facilities agreement in connection with the formation by the Reclamation District of a
community facilities district by the Reclamation District to pay costs to maintain various lake
and levee improvements.

-29.



The Improvements

Each of the two Improvement Areas of the District is authorized to fund an extensive list
of infrastructure improvements related to the development of the property in the District,
including but not limited to:

levee and flood control improvements,

water system improvements,

electrical and telecommunication system improvements,

roadway system and bridge improvements,

sewer system and wastewater system improvements,

storm drain construction,

lake and storm water protection system improvements,

construction of parks, public trails and other public facilities (e.g., an animal campus,
teen center and senior center),

public safety facilities, including fire stations and related equipment,

construction of elementary schools, middle schools and a high school, including
sports fields, parking and other customary amenities,

environmental mitigation related to facilities and improvements authorized to be
funded by the District,

payment of habitat mitigation fees and other governmental charges, and

any amount needed to eliminate any fixed special assessment liens, or to pay, repay,
or defease any obligation to pay or any indebtedness secured by any tax, fee, charge,
or assessment levied within the area of the District or to pay debt service on any
such indebtedness (including, but not limited to, payment, repayment or defeasance
of, or the payment of debt service on, the Prior Other District Bonds).

The District is also authorized to fund the acquisition of right of way and land, the cost
of design, engineering and planning, the costs of any environmental review or traffic studies,
survey or other reports, landscaping and irrigation, soils testing, soil preparation including
deep dynamic compaction, dewatering, permits, plan check and inspection fees, other public
fees, insurance, legal and related overhead costs, coordination and supervision and any other
costs or appurtenances related to any of the above-listed improvements.

Proceeds of the Prior Bonds have been used to finance some of the improvements
authorized to be funded by the District as follows:

Series 2003-A Bonds: funded a portion of the costs of construction of a water
treatment plant and water transmission facilities of the South County Surface Water
Supply Project. Pursuant to a Joint Community Facilities Agreement between the
Authority and the City of Lathrop, the Authority obtained, for the benefit of the
District, rights to potable water for 7,000 units by reason of this use of proceeds of
the Series 2003-A Bonds. The Authority has the ability to sell interests in such water
rights not needed for the development of the property in the District, which excess
capacity the Appraiser has estimated to be 4,620 units with a value of $16,630,000 (or
$3,600 per unit). The Fiscal Agent Agreement requires that the Authority deposit any
proceeds of sale of such water rights, after deduction of sales expenses, to the
Improvement Fund. See “THE DISTRICT—River Islands Phase 1 — Water
Availability.”

Series 2003-B Bonds and Series 2003-C Bonds: funded a groundwater well, and
related treatment facilities and pipelines, construction of phase 1 of the expansion of
the City’s Water Recycling Plant No. 1 and storage and sprayfields and related force
mains, and construction of various levee improvements.
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* Series 2005-A Bonds and Series 2005-B Bonds: funded levee, roadway and drainage
improvements. The levee improvements provide flood protection for approximately
900 acres of land in the District. See “THE DISTRICT—River Islands Phase 1 — Levee
Improvements.”

* Series 2007-A Bonds: funded construction of lake improvements, a portion of the
costs of an elementary school, construction of bridges and roadways, utility
interconnections and sewer plant expansion, construction of a wastewater
pumpstation and pump.

Proceeds of the Prior Other District Bonds being refunded with proceeds of the 2015A-1
Bonds also have been used to finance various infrastructure improvements for the property in
the District, including additional levee construction, lake improvements and related facilities,
bio retention basins, roadway improvements, bridge improvements, water infrastructure, sewer
infrastructure, landscaping in public areas, electrical facilities, natural gas facilities,
telecommunication facilities, school facilities costs, public signage, traffic signals and street
lights and various other off-site improvements.

Proceeds of the 2015B Bonds are expected to be used to finance all or a portion of the
following improvements: roadway improvements, lake discharge, recirculation and irrigation
improvements, park construction, landscaping in public areas, a recycled water sprayfield,
pond and pump station, a recycled water main, and an electrical substation and appurtenant
facilities. In conducting the Appraisal, the Appraiser did not take into account the value that
may be added to the property in the District by reason of the construction of any of the
Improvements to be funded with proceeds of the 2015B Bonds.

To date, the improvements funded by the District have been constructed under the
supervision of the Reclamation District or the Irrigation District, or pursuant to an Acquisition
Agreement, entered into as of May 1, 2007 by the Authority for the District, and Califia, LLC.
The Acquisition Agreement was amended as of July 7, 2009 to add additional facilities to be
constructed by Califia, LLC, and as of July 1, 2011 to include certain improvements authorized
to be funded by the Other CFD. As of July 1, 2013, pursuant to a Partial Assignment of Contract
Rights, the Master Developer took over the role of Califia, LLC under the Acquisition
Agreement. The Acquisition Agreement was again amended as of August 1, 2014 to include
facilities to be funded with proceeds of some of the Prior Other District Bonds, and now is being
amended by a Supplement No. 5 in connection with the issuance of the 2015B Bonds to once-
again add facilities that may be constructed by the Master Developer.

The Master Developer

Information in this section, entitled “The Master Developer,” is included because it
may be considered relevant by some investors to an informed evaluation and analysis of the
taxable property within the District and any existing or future improvements thereon as
security for the 2015 Bonds. The information contained in this section does not guarantee
that the primary entity developing the property in the District will not change or that the
current or any subsequent property owners will pay the Special Tax when due. The Special
Tax will constitute a lien on parcels subject to taxation within the District and not a personal
indebtedness of the owners of property within the District. Information in this section has
been provided by the Master Developer, and neither the Authority, the District nor the
Underwriter can ensure, and do not ensure, its completeness or accuracy.

The Master Developer. At the time of Formation of the District, all of the land in the
District was owned by Califia, LLC and The Cambay Group, Inc. Prior to 2012, Califia, LLC was
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the master developer of the property in the District. In 2012, Califia, LLC assigned various
rights and obligations with respect to the property in the District to River Islands Development,
LLC (referred to in this Limited Offering Memorandum as the “Master Developer”), and the
Master Developer purchased 400 acres of land in the District from Califia, LLC. At that time,
The Cambay Group, Inc. contributed all of the land it then owned in the District (approximately
100 acres) to the Master Developer.

The Master Developer is a California limited liability company, and since 2012 has been
developing, and is expected to continue to develop, the infrastructure improvements to the
property within the District. The Master Developer funds its operations through contributions
by its owners and sales of property it owns in the District. Twenty percent (20%) of the Master
Developer is owned by The Cambay Group, Inc., and the other eighty percent (80%) is owned
by St. James Investment Corporation, Inc. which, in turn, is ninety-five (95%) owned by The
Cambay Group, Inc. The Cambay Group, Inc., and the five percent (5%) of St. James Investment
Corporation, Inc. not owned by The Cambay Group, Inc., is owned by Somerston Holdings
Limited, an entity domiciled in the Island of Jersey. An entity related to Somerston Holdings
Limited, River Islands Funding Limited, was the original purchaser of all of the Prior Other
District Bonds.

The employees of the Master Developer have extensive experience in the processing of
large master planned projects. The Project Director for the Master Developer, Susan Dell’Osso,
was intimately involved with the 2,300 acre Windemere Ranch project in San Ramon, California
with approximately 5,170 dwelling units. The Planning Manager for the Master Developer,
Ramon Batista, was previously the assistant city manager for the City and has extensive
experience with planning projects.

Califia, LLC, The Cambay Group, Inc. and Somerston Holdings Limited. The Cambay Group
and Califia, LLC are headquartered in Walnut Creek, California. Califia, LLC is currently
owned by five South Dakota limited liabilities companies, each in turn owned by various trusts.
Califia, LLC currently has a revolving credit facility with The Cambay Group, Inc., which
previously had a controlling interest in Califia, LLC, and funds its operations from funds
obtained from the credit facility, as well as from proceeds of sales of land it owns in the District
and in Phase 2 of the River Islands at Lathrop development. The credit facility allows for up to
$23,000,000, and the current outstanding balance is $18,750,000. The credit facility currently
expires on October 23, 2015, and is subject to annual renewal.

The Cambay Group, Inc. has developed commercial, office, industrial, leisure and
residential properties in various places around the United States. In addition to land
development, The Cambay Group, Inc., is involved with telecommunications through Cambay
Tele.Com. Cambay Tele.Com was an integral part of the 2004 IPO with Digital Realty Trust. The
Cambay Group, Inc. has a current net worth of over $90,000,000 and funds its operations from
its own resources and contributions by its owners.

Somerston Holdings Limited is a 160-year old privately held company based in the
United Kingdom. The Somerston Group has its roots in 1854, when the founder commenced
business as a ship husband. After more than 100 years in shipping and reacting to market
opportunities, the company diversified into real estate changing its name to Somerston
Holdings. By 1975, the company was involved in property investment and development and
has over the years invested in property located in the United Kingdom, California, Australia,
the Czech Republic, Channel Islands and Poland. Members of the fifth generation of the same
founding family are still closely involved in the business. The next generation are the
beneficiaries of the trusts that own the limited liability companies that currently own Califia,
LLC.
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F. Allan Chapman is a Director of Somerston and has served as the President of The
Cambay Group, Inc. since its inception. William C. Scott, Jr. is The Cambay Group, Inc.’s Chief
Financial Officer and has been a Director since March 2000. Susan Dell’Osso, who has been with
The Cambay Group, Inc. for 27 years, is the Project Director for River Islands at Lathrop and is
ultimately responsible for all aspects of the development and entitlement process. As stated
above, Ms. Dell’'Osso was involved with the successful entitlement and sale of The Cambay
Group, Inc.’s 2,300 acre Windemere Ranch project in San Ramon, California. All of these senior
officers have vast backgrounds and experience in real estate development and investments.

Conflicts of Interest. Various employees of The Cambay Group, Inc. are members of the
board of trustees of the Reclamation District. The three members of the Board of Directors of the
Authority are appointed by the board of trustees of the Reclamation District. See “THE
AUTHORITY—Conflicts of Interest.”

River Islands Phase 1

Land Development. The District includes the property within River Islands Phase 1, as
well as an additional 307 acres of adjacent undeveloped property expected to be developed as
part of Phase 2 of the River Islands at Lathrop development. River Islands Phase 1 is subject to
Vesting Tentative Tract Map No. 3694, a copy of which is included as an appendix to the
Appraisal (the complete text of which is included in Appendix C), which allows for the
development of 3,741 single-family homes, 100 apartments, 443 townhomes, 61.9 acres for a
“town center” to include retail uses, 164.3 acres for an “employment center” with research and
development and office uses, 41.1 acres for school sites, 213.9 acres for parks and open space,
130.8 acres for streets, and 433.9 acres of “designated remainders” which are expected to be
developed in conjunction with Phase 2 of the River Islands at Lathrop development. The land in
Phase 2, which is not included in the District, consists of 2,155 acres expected to be developed in
the future with 6,700 dwelling units. The Appraisal assigned values to all of the property in
River Islands Phase 1, except that no value was assigned to the 433.9 acres of designated
remainders.

The City approved Vesting Tentative Tract Map 3694 on March 27, 2007. It superseded a
prior Vesting Tentative Tract Map No. 3221 that was approved by the City in January of 2003. In
December of 2013, the Master Developer recorded three Final Tract Maps creating 141
individual parcels, and in August of 2014 the Master Developer recorded another Final Tract
Map creating an additional 50 parcels. All of the parcels subject to the four Final Tract Maps are
for single-family homes. The Master Developer anticipates recording additional Final Tract
Maps as the demand for home and commercial development arises. The Master Developer has
submitted revisions to Vesting Tentative Tract Map 3694 to the City that alter various lot sizes,
and additional changes may be requested in the future. See “SECURITY FOR THE 2015 BONDS
— Summary of Rate and Method — Alterations of the Special Tax” for a description of possible
adjustments to Special Taxes required by the Rate and Method in connection with land uses
arising from changes to the Tentative Tract Map and by reason of Final Maps as they are
recorded on the property.

Development of the property in River Islands Phase 1 began in 2003 and is ongoing.
Califia, LLC, and more recently the Master Developer, have constructed various infrastructure
improvements with proceeds of the Prior Bonds (see “THE DISTRICT — The Improvements”)
and with proceeds of equity contributions. The lots created by the four Final Tract Maps have
been sold to Brookfield Bay Area Holdings, LLC (61 lots), River Islands 68, LLC (34 lots) and
CPG River Island Communities, LLC (46 lots) all in December of 2013, with an additional 50 lots
sold to CPG River Island Communities, LLC in August of 2014. The foregoing entities are
actively constructing and selling single-family homes on the parcels, and they currently have
rights to purchase additional parcels from the Master Developer. As of December 5, 2014, 65 of
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the lots sold to the homebuilders had completed homes and 39 of the lots had homes under
construction.

In connection with the sale of the lots to the homebuilders, the Master Developer agreed
to a limitation on the maximum annual special tax and assessment burden on the homes, and as
a consequence of that agreement, the Special Taxes on 25 of the homes have been prepaid in
part. While it can be expected that future partial prepayments of the Special Tax may occur as
homes are built and sold, it cannot be determined as to the timing and magnitude of any such
future Special Tax prepayments as they will depend upon home sale prices and the provisions
in contracts for future lot sales between the Master Developer and homebuilders. Special Tax
prepayments may also occur in connection with future sales of commercial property in River
Islands Phase 1 depending upon market conditions as the development of the commercial
property occurs in the future. Prepayments of Special Taxes will result in a redemption of 2015
Bonds. See “THE 2015 BONDS - Redemption — Mandatory Redemption From Special Tax
Prepayments” and “SECURITY FOR THE 2015 BONDS - Summary of Rate and Method —
Prepayments of Special Taxes.”

Additional Infrastructure Development. While significant infrastructure development
has occurred in River Islands Phase 1, substantial additional infrastructure will need to be
constructed in order for full buildout of River Islands Phase 1 to occur. While infrastructure
improvements for the first expected 500 single-family lots has been substantially completed, the
Master Developer has identified up to $350,000,000 of additional infrastructure improvements
that will be needed for future development to occur, including additional grading, flood
protection, lakes, roadways, traffic signals, parks, utilities (including sewer, water and electrical
facilities) and other permits and related fees. While one school has been built and is operating in
River Islands Phase 1 (the River Islands Technology Academy, an independent charter school
approved by the Banta Elementary School District, which opened in August of 2013 with 400
students), additional school construction is also contemplated.

Grading has already commenced on the next 1,100 single family lots and the entirety of
the town center. Over the next two years, a total of 7 new lakes are expected to be constructed,
Bradshaw’s Bridge will be completed and all the backbone infrastructure required to support
the 1,100 additional single family lots and town center, will be done. Backbone infrastructure
includes both on and off site improvements for streets, sanitary sewer, electrical, potable water,
telecommunications, and other related utilities. The total investment required for the above
referenced infrastructure is expected to be approximately $150,000,000.

The Master Developer expects to fund the costs of the additional infrastructure
improvements with proceeds of the 2015B Bonds (see “PLAN OF FINANCING - The
Improvements”), proceeds of future District bond sales (see “SECURITY FOR THE 2015
BONDS - Issuance of Additional Bonds”), the possible creation of additional financing districts,
contributions by the owners of the Master Developer and proceeds of sales of property in River
Islands Phase 1. See “THE DISTRICT — The Master Developer.”

The Appraiser has stated in the Appraisal that buildout of River Islands Phase 1 is
expected to take place over the next 5-10 years. No assurance can be given that River Islands
Phase 1 will continue to be developed as currently anticipated. See “SPECIAL RISK FACTORS”
for a description of various risk factors that related to the future development of the property,
and risk related to the current concentration of the ownership of the property in River Islands
Phase 1. See also “THE DISTRICT - Land Ownership and Current Special Tax Levy” for a table
showing the ownership of the property in the District as of July 1, 2014.

Regulatory and Environmental Approvals. Various regulatory and environmental
approvals have been obtained for the property in River Islands Phase 1. The property is the
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subject of a 2003 Amended and Restated Development Agreement, dated as of February 4, 2003
between Califia, LLC and The Cambay Group, Inc. (the original owners of all of the property in
River Islands Phase 1 (see “THE DISTRICT — The Master Developer”), which was most recently
amended by a Third Amendment to 2003 Amended and Restated Development Agreement,
dated as of October 7, 2013, between the City, Califia, LLC and the Master Developer (as
amended, the “Development Agreement”), and as to which a fourth amendment is pending
City approval. The Development Agreement sets forth various rights and responsibilities of
Califia, LLC, the Master Developer and the City with regard to the development of the property
in River Islands Phase 1, including the construction and ownership of public facilities, the
payment of various fees, and the maintenance and operation of public facilities. The
Development Agreement is subject to change without any requirement for notice to or the
consent of 2015 Bondowners. See, however, the Continuing Disclosure Agreement of the Master
Developer and Califia, LLC in Appendix G.

The property in River Islands Phase 1 is also subject to various environmental impact
reports, including a Draft Subsequent Environmental Impact Report dated October 15, 2002, a
Final Subsequent Environmental Impact Report dated January 22, 2003, and a First Addendum,
Second Addendum and Third Addendum, dated July 1, 2005, February, 2007, and February,
2012 (revised March, 2012), respectively (sometimes collectively referred to as the “SEIR”). The
original environmental approvals for the River Islands at Lathrop development and other
adjacent property were provided pursuant to an environmental impact report for the West
Lathrop Specific Plan approved by the City in 1996. While all environmental approvals needed
for the development of River Islands Phase 1 have been obtained, future addendums to the
SEIR may be required if development plans are modified as buildout of River Islands Phase 1
occurs.

In additional to requirements of the West Lathrop Specific Plan and the SEIR, the
development of the property in River Islands Phase 1 is subject to the River Islands at Lathrop
Urban Design Concept and updates thereto; The Community of South River Bend, Architectural
Design Guidelines & Development Standards, dated August 21, 2013; as well as the conditions
of Vesting Tentative Tract Map 3694 as mentioned above; each of which is subject to
modification and amendment as the development of the property in River Islands Phase 1
proceeds. Copies of all of the documents referred to above are available from the Master
Developer upon request.

Flood Protection. The River Islands Phase 1 site was originally flood protected by
federal project levees that were part of the Lower San Joaquin River Flood Control Project
surrounding the Stewart Tract and offering a 50-year level of protection. The levees for the
River Islands at Lathrop development are located within the local jurisdiction of the
Reclamation District, which is authorized to maintain and operate the flood protection system.
A new interior levee system was constructed in River Islands Phase 1 in 2005 and 2006 in
accordance with a conditional letter of map revision (the “CLOMR”) issued by the Federal
Emergency management Agency (“FEMA”).

Proceeds of the Series 2005-A Bonds and the Series 2005-B Bonds were used to construct
certain levee improvements. The levee improvements were adequate to remove approximately
900 acres of land within River Islands Phase 1 from the 100-year flood plain as certified by
FEMA, in April 2006, when it issued a letter of map revision removing the 900 acre portion of
property located in River Islands Phase 1 from a Zone AE to a Zone X. The Master Developer is
processing state permits to remove the 900 acres from a 200-year flood area. Pursuant to the
CLOMR, if the Master Developer continues to construct levee improvements needed for the
remaining property in River Islands Phase 1 in accordance with specified design standards,
FEMA will remove them from a Zone AE designation to the Zone X, 100-year flood protected
designation.
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Water Availability. The City is the public agency responsible for providing water
service for River Islands Phase 1. Pursuant to a joint communities facility agreement between
the Authority and the City, and by reason of the payment of a portion of the costs of
construction of a water facility with proceeds of the Prior Bonds, the Authority is entitled to
approximately 3,500 acre-feet of water. Specifically, pursuant to this joint community facility
agreement, the Authority used the Series 2003-A Bond proceeds to fund 42.54% of the City’s
payment obligation with respect to the South County Water Supply Project of the South San
Joaquin Irrigation District (the “SSJID”), and in return is entitled to receive an allotment of
water sufficient to supply approximately 7,000 units. In addition to the foregoing, a portion of
the proceeds of the Series 2003-B Bonds was paid to the City to finance a portion of the costs of
design and construction, including land acquisition, of a City-owned ground water well and
related treatment facilities and pipelines to connect the well site to the City’s existing water
system; however, that well has not yet been placed in service. The City has completed
construction of the ground water well. See “THE DISTRICT - Joint Community Facilities
Agreements — City of Lathrop” and “THE DISTRICT — The Improvements.”

It is expected that the Authority, in the future, will sell the water capacity purchased
with proceeds of the Prior Bonds that is not needed for the development and buildout of River
Islands Phase 1 to be used for phase 2 of the River Islands at Lathrop development. The Fiscal
Agent Agreement requires that the net proceeds of any such water sales, after deduction of sales
expenses, be deposited to the Improvement Fund, to be used to fund infrastructure
improvements authorized to be funded by the District. In valuing the property in River Islands
Phase 1, the Appraiser has taken into account the expected future proceeds of sales of the excess
water capacity. See Appendix E — Summary of the Fiscal Agent Agreement and Appendix C —
The Appraisal. It should be noted that any sale of water would need to be conducted by the
City under the applicable joint community facilities agreement between the City and the
Authority, and otherwise in compliance with applicable agreements between the City and
SSJID. No assurances can be given that the City will act in compliance with the terms of that
agreement regarding any such sale.

Sewer Capacity. The City has completed Stage 1 of the first phase expansion of the
City’s Water Recycling Plant No. 1, which will provide capacity for an initial 100,000 gallons per
day to River Islands Phase 1. This initial allocation of sewer capacity will serve the first 385
single-family homes in River Islands Phase 1. An additional 770 single-family homes in River
Islands Phase 1 will be served upon the completion of additional plant improvements in
February of 2015. Sprayfields and storage ponds for the first 100,000 gallons were completed in
2006, and additional disposal will be developed as needed.

Electrical Service. Electrical service is provided to River Islands Phase 1 by the Irrigation
District. The Irrigation District provides service, purchases certain transmission services and
steps down power for retail delivery. Transmission is provided via an Interconnection
Agreement between the Irrigation District and Pacific Gas & Electric. The improvements
financed with the proceeds of the Series 2007-A Bonds included the cost of the initial utility
interconnection payment required under the Interconnection Agreement.
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Summary of Public Services to be Provided to River Islands Phase 1. The providers
below deliver the following public services to River Islands Phase 1:

Fire: Lathrop/Manteca Fire Protection District

Police: The City (through contract with County Sheriff)

Schools: Banta Elementary School District, Tracy Unified School District

Recreation and Parks:  The City, and the Reclamation District (with respect to water-oriented
recreation facilities)

Water and Sewer: The City or the Irrigation District

Gas: Pacific Gas & Electric Company

Electricity: The Irrigation District

Telephone & Telecom: Comcast and AT&T

Land Ownership and Current Special Tax Levy

At the time of formation of the District, all of the property in the District was owned by
Califia, LLC and The Cambay Group, Inc. Califia, LLC has since conveyed various parcels to
governmental agencies (land used for roadways, parks, levees and lakes), and has sold a
portion of the property to the Master Developer. In 2012, The Cambay Group, Inc. contributed
all of the land that it then owned in the District (approximately 100 acres) to the Master
Developer. In 2013, the Master Developer recorded four final subdivision maps creating 191
separate County Assessor’s parcels for single-family home construction. Those lots have been
sold to three homebuilders, who have acquired rights to purchase an additional 194 lots.

Table 1 below contains a listing of the owners of the property in the District as of July 1,
2014, as well as their share of the Fiscal Year 2014-15 Special Tax levy and corresponding
County assessed value as of January 1, 2014, and estimated appraised value determined from
the Appraisal.

Table 1
River Islands Public Financing Authority
Community Facilities District No. 2003-1
(Public Improvements)

Summary of Fiscal Year 2014-15 Tax Levy

By Property Owner
Number Percent of
of Actual Fiscal Actual Fiscal FY 2014-15 Allocated
Taxable Year 2014-15 Year 2014-15 Assessed Appraised
Property Owner's Name Parcels Special Tax Special Tax® Value» Value
Califia, LLC 15 $4,156,752 77.2% $22,897,103 $192,365,000
River Islands Development, LLC 8 1,045,706 19.4 7,248,584 77,712,000
Brookfield Windrift, LLC 61 86,825 1.6 4,575,000 18,916,000
CPG River Island Communities, LLC 46 47,113 0.9 3,460,000 14,264,000
River Island 68, LLC 34 45,603 0.8 2,618,000 10,543,000
Total 164 $5,381,998 100.0% $40,798,687 $313,800,000
(1) Ownership information is as of July 1, 2014.

)
) Amounts have been rounded.
(3) Based on the San Joaquin County Assessor Secured Tax Roll for Fiscal Year 2014-15.
) Allocates the appraised values of properties in River Islands Phase 1 based on an average appraised value per

undeveloped acre and an average appraised value per residential lot. Based on the Appraisal. Does not include
$16,800,000 of appraised value associated with excess water capacity and land leases. Allocated appraised value
is rounded to the nearest $1,000. See Appendix C — “The Appraisal.”
Sources: San Joaquin County Assessor's Office, Smyers & Krauss Appraisal, LLC, Goodwin Consulting Group, Inc.
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In reviewing the foregoing table, it should be noted that the Appraiser has determined
that the overall bulk sale market value of the River Islands Phase 1 development as of December
31, 2014, was $330,600,000, and the Appraiser has not assigned values to specific parcels. Also,
the Appraiser does not assign any value to 433.9 acres of land within River Islands Phase 1
identified as “Designated Remainders,” and does not include 307 acres of land that are within
the District but are not within River Islands Phase 1. See “THE DISTRICT—Property Values—
Appraisal of Property in the District.”

Since July 1, 2014, building permits for all of the 191 lots sold to homebuilders have been
issued by the City for the construction of detached single-family homes. Of these lots, as of
December 5, 2014, the Appraiser reported that 65 of the homes were completed, 39 homes were
under construction and 61 of the lots were in finished lot condition ready for home
construction.

The Special Tax for fiscal year 2014-15 has been levied on all Taxable Property in the
District, which includes parcels for which a building permit had been issued prior to June 1,
2014. Starting with the FY 2015-16 Special Tax levy and all subsequent Special Tax levies, the
definition of Developed Property in the Rate and Method was amended to include all parcels
for which a building permit was issued by June 30, 2014 of the preceding fiscal year.

The following Table 2 presents the Special Tax levy by classification of Taxable Property

under the Rate and Method and the percent of Special Tax levied on each special tax category
specified in the Rate and Method for the 2014-15 fiscal year.