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$38,045,000
SUCCESSOR AGENCY TO THE COMMUNITY REDEVELOPMENT AGENCY
OF THE CITY OF MORENO VALLEY
SUBORDINATE TAX ALLOCATION REFUNDING BONDS
SERIES 2017

Dated: Delivery Date Due: August 1, as shown on the inside front cover page

The Successor Agency to the Community Redevelopment Agency of the City of Moreno Valley, Subordinate Tax Allocation
Refunding Bonds, Series 2017 (the “Series 2017 Bonds”) will be delivered as fully registered bonds, registered in the name of Cede &
Co. as nominee of The Depository Trust Company, New York, New York (“DTC”), and will be available to ultimate purchasers
(“Beneficial Owners”) in integral multiples of $5,000 under the book-entry system maintained by DTC. Beneficial Owners will not
be entitled to receive delivery of bonds representing their ownership interest in the Series 2017 Bonds. The principal of and interest
(which interest is due February 1 and August 1 of each year, commencing February 1, 2018) on the Series 2017 Bonds will be payable
by Wells Fargo Bank, National Association, as trustee (the “Trustee”), to DTC for subsequent disbursement to DTC Participants,
so long as DTC or its nominee remains the registered owner of the Series 2017 Bonds. See the caption “THE SERIES 2017
BONDS—Book-Entry System.”

The Series 2017 Bonds are being issued pursuant to the Indenture of Trust, dated as of September 1, 2017 (the “Indenture”),
by and between the Successor Agency to the Community Redevelopment Agency of the City of Moreno Valley (the “Agency”) and
the Trustee: (i) to currently refund certain obligations of the Community Redevelopment Agency of the City of Moreno Valley
(the “Former Agency”) currently outstanding in the aggregate principal amount of $40,855,000, as described under the caption
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GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT

No Offering May Be Made Except by this Official Statement. No dealer, broker, salesperson or other person has been
authorized by the Agency or the Underwriter to give any information or to make any representations with respect to the
Series 2017 Bonds other than as contained in this Official Statement, and, if given or made, such other information or
representation must not be relied upon as having been given or authorized by the Agency or the Underwriter.

Use of Official Statement. This Official Statement is submitted in connection with the sale of the Series 2017 Bonds
described in this Official Statement and may not be reproduced or used, in whole or in part, for any other purpose. This Official
Statement does not constitute a contract between any Bondowner and the Agency or the Underwriter.

Preparation of this Official Statement. The information contained in this Official Statement has been obtained from
sources that are believed to be reliable, but this information is not guaranteed as to accuracy or completeness. The Underwriter
has provided the following sentence for inclusion in this Official Statement: The Underwriter has reviewed the information in
this Official Statement 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 completeness of
such information.

Estimates and Forecasts. When used in this Official Statement and in any continuing disclosure made by the Agency,
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.

99 < 99 . ELaNTs

This Official Statement speaks only as of its date, and the information and expressions of opinion contained in this
Official Statement are subject to change without notice. Neither the delivery of this Official Statement nor any sale of the
Series 2017 Bonds will, under any circumstances, create any implication that there has been no change in the affairs of the
Agency or the other parties described in this Official Statement, since the date of this Official Statement.

Document Summaries. All summaries of the Indenture or other documents contained in this Official Statement are
made subject to the provisions of such documents and do not purport to be complete statements of any or all such provisions. All
references in this Official Statement to the Indenture and such other documents are qualified in their entirety by reference to such
documents, which are on file with the Agency.

No Unlawful Offers or Solicitations. This Official Statement does not constitute an offer to sell or a solicitation of an
offer to buy in any state in which such offer or solicitation is not authorized or in which the person making such offer or
solicitation is not qualified to do so or to any person to whom it is unlawful to make such offer or solicitation.

No Registration with the SEC. The issuance and sale of the Series 2017 Bonds have not been registered under the
Securities Act of 1933 or the Securities Exchange Act of 1934, both as amended, in reliance upon exemptions provided
thereunder by Sections 3(a)(2) and 3(a)(12), respectively, for the issuance and sale of municipal securities.

Public Offering Prices. The Underwriter may offer and sell the Series 2017 Bonds to certain dealers and dealer banks
and banks acting as agent at prices lower than the public offering prices stated on the inside cover page of this Official Statement,
and the Underwriter may change such public offering prices from time to time.

Website. The City of Moreno Valley maintains an Internet website which includes information about the Agency.
However, the information maintained on such website is not a part of this Official Statement and should not be relied upon in
making an investment decision with respect to the Series 2017 Bonds.
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$38,045,000
SUCCESSOR AGENCY TO THE COMMUNITY REDEVELOPMENT AGENCY
OF THE CITY OF MORENO VALLEY
SUBORDINATE TAX ALLOCATION REFUNDING BONDS
SERIES 2017

INTRODUCTORY STATEMENT

This Official Statement, including the cover page and inside cover page, is provided to furnish
information in connection with the sale by the Successor Agency to the Community Redevelopment Agency of
the City of Moreno Valley (the “Agency”) of its $38,045,000 Subordinate Tax Allocation Refunding Bonds,
Series 2017 (the “Series 2017 Bonds™).

Authority and Purpose

The Series 2017 Bonds are being issued pursuant to the Constitution and laws of the State of
California (the “State”), including Article 11 (commencing with Section 53580) of Chapter 3 of Part 1 of
Division 2 of Title 5 of the Government Code (the “Bond Law”), the Community Redevelopment Law of the
State of California, constituting Part 1 of Division 24 of the Health and Safety Code (the “Redevelopment
Law”), the Dissolution Act (as defined below) and an Indenture of Trust, dated as of September 1, 2017 (the
“Indenture”), by and between the Agency and Wells Fargo Bank, National Association, as trustee (the
“Trustee”). See the caption “THE SERIES 2017 BONDS—Authority for Issuance.” The Series 2017 Bonds
and any additional bonds issued pursuant to the Indenture (“Additional Bonds”) are collectively referred to as
the “Bonds.”

The Series 2017 Bonds are being issued: (i) to currently refund certain obligations of the Community
Redevelopment Agency of the City of Moreno Valley (the “Former Agency”) currently outstanding in the
aggregate principal amount of $40,855,000, as described under the caption “REFUNDING PLAN,” (ii) to
obtain a debt service reserve policy (the “Reserve Policy”) to be issued by Assured Guaranty Municipal Corp.
(“AGM”) for deposit into a debt service reserve account (the “Reserve Account”) for the Series 2017 Bonds;
and (iii) to pay certain costs of issuance of the Series 2017 Bonds. See the caption “REFUNDING PLAN—
Sources and Uses of Funds.”

The Series 2017 Bonds are secured by the Tax Revenues deposited in the Redevelopment Property
Tax Trust Fund (referred to at times herein as the “RPTTF”) and payable from amounts on deposit therein after
payments of certain County of Riverside administrative costs and payments to certain taxing agencies, as more
fully described under the captions “SECURITY FOR THE SERIES 2017 BONDS—Pass-Through
Agreements,” “—Statutory Pass-Through Amounts” and “PROPERTY TAXATION IN CALIFORNIA—
Property Tax Collection Procedures—Property Tax Administrative Costs.” Additionally, debt service on
certain “Senior Bonds” will be payable from Tax Revenues senior to the Series 2017 Bonds. The “Senior
Bonds” consist of (i) the City of Moreno Valley Towngate Community Facilities District No. 87-1, 2007
Special Tax Refunding Bonds, originally issued in the amount of $10,665,000, of which $4,545,000 are
outstanding (the “Towngate Bonds”) and (ii) the City of Moreno Valley Community Facilities District
No. 87-1 (Towngate) Improvement Area No. 1, Special Tax Refunding Bonds, originally issued in the amount
of $4,075,000, of which $2,115,000 are outstanding (the “Improvement Area No. 1 Bonds”). Debt service on
the Towngate Bonds is scheduled to be fully repaid after fiscal year 2020-21 and debt service on the
Improvement Area No. 1 Bonds is scheduled to be fully repaid after fiscal year 2022-23. See the caption
“THE PROJECT AREA—Estimated Debt Service Coverage.”



The City and the Agency

The City of Moreno Valley (the “City”) is located in western Riverside County (the “County”™),
approximately 66 miles east of Los Angeles and 100 miles north of San Diego, California, in proximity to
California Route 60 and Interstate 215. The City had a population of approximately 206,750 as of January 1,
2017 and covers approximately 51.5 square miles. Incorporated on December 3, 1984, the City operates as a
general law city under California law. The City has a council-manager form of government, with four Council
members elected by district for overlapping four-year terms and the Mayor being elected for a two-year term.
The City Council acted as the governing board of the Former Agency and now serves as the governing board
of the Agency. See the caption “THE SUCCESSOR AGENCY TO THE COMMUNITY
REDEVELOPMENT AGENCY OF THE CITY OF MORENO VALLEY” herein.

The Former Agency was established pursuant to the Redevelopment Law. The Former Agency was
activated on February 18, 1986, by City Ordinance No. 50. The Former Agency adopted and approved the
Redevelopment Plan for the Moreno Valley Redevelopment Project, by Ordinance 87-154 of the City on
December 29, 1987 together with any amendments to such redevelopment plan duly authorized pursuant to the
Law (the “Redevelopment Plan™).

The Project Area consists of approximately 4,676 acres and is made up of commercial, industrial,
housing and public land uses including the City’s Civic Center. See the caption “THE PROJECT AREA—
General.”

On June 29, 2011, Assembly Bill No. 26 (“AB X1 26”) was enacted as Chapter 5, Statutes of 2011,
together with a companion bill, Assembly Bill No.27 (“AB X1 27”). A lawsuit entitled California
Redevel opment Association, et al. v. Matosantos, et al., was brought in the State Supreme Court challenging
the constitutionality of AB X1 26 and AB X1 27. In a published decision (53 Cal. 4th 231 (Dec. 29, 2011)),
the State Supreme Court largely upheld AB X1 26, invalidated AB X1 27, and held that AB X1 26 may be
severed from AB X1 27 and enforced independently. As a result of AB X1 26 and the decision of the State
Supreme Court, as of February 1, 2012, all redevelopment agencies in the State, including the Former Agency,
were dissolved, and successor agencies were designated as successor entities to the former redevelopment
agencies to expeditiously wind down the affairs of the former redevelopment agencies.

The primary provisions of AB X1 26 relating to the dissolution and winding down of former
redevelopment agency affairs are Parts 1.8 (commencing with Section 34161) and 1.85 (commencing with
Section 34170) of Division 24 of the Health & Safety Code of the State, as amended on June 27, 2012 by
Assembly Bill No. 1484 (“AB 1484”), enacted as Chapter 26, Statutes of 2012 and as further amended on
September 22, 2015 by Senate Bill 107 (“SB 107”), enacted as Chapter 325, Statutes of 2015 (collectively, as
amended from time to time, the “Dissolution Act”).

On January 10, 2012, by Resolution No. 2012-04 and pursuant to Section 34173 of the Dissolution
Act, the City Council of the City confirmed its election to serve as the successor agency to the Former Agency.
Subdivision (g) of Section 34173 of the Dissolution Act, which was added by AB 1484, expressly affirms that
the Agency is a separate public entity from the City, that the two entities shall not merge and that the liabilities
of the Former Agency will not be transferred to the City, nor will the assets of the Former Agency become
assets of the City.

The Redevelopment Plan

The Series 2017 Bonds are principally payable from Tax Revenues attributable to the Project Area
(defined under the caption “THE PROJECT AREA”). The Project Area is subject to a redevelopment plan;
see the caption “THE PROJECT AREA” for detailed information regarding the Redevelopment Plan (defined
below under the caption “THE PROJECT AREA—General”), certain amendments to the Redevelopment Plan,
and the Project Area.



Pursuant to the Indenture, the Agency will deposit moneys derived from the Project Area constituting
Tax Revenues promptly upon receipt thereof into the Redevelopment Obligation Retirement Fund established
pursuant to Section 34170.5(a) of the Dissolution Act. Moneys held in the Redevelopment Obligation
Retirement Fund will be transferred to the Trustee at the times specified in the Indenture to make payments of
principal of and interest on the Series 2017 Bonds, all as described under the caption “SECURITY FOR THE
SERIES 2017 BONDS.”

Tax Allocation Financing

Prior to the enactment of AB X126, the Redevelopment Law authorized the financing of
redevelopment projects through the use of tax increment revenues. This method provided that the taxable
valuation of the property within a redevelopment project area on the property tax roll last equalized prior to the
effective date of the ordinance which adopts the redevelopment plan becomes the base year valuation.
Assuming that the taxable valuation never drops below the base year level, the taxing agencies thereafter
received that portion of the taxes produced by applying then current tax rates to the base year valuation, and
the redevelopment agency was allocated the remaining portion produced by applying then current tax rates to
the increase in valuation over the base year. Such incremental tax revenues allocated to a redevelopment
agency were authorized to be pledged to the payment of agency obligations.

The Dissolution Act authorizes refunding bonds, including the Series 2017 Bonds, to be secured by a
pledge of moneys deposited from time to time in a Redevelopment Property Tax Trust Fund held by a county
auditor-controller with respect to a successor agency, which are equivalent to the tax increment revenues that
were formerly allocated under the Redevelopment Law to the redevelopment agency and formerly authorized
under the Redevelopment Law to be used for the financing of redevelopment projects.

Under the Indenture, Tax Revenues consist of all taxes annually allocated and paid to the Agency
pursuant to Article 6 of Chapter 6 (commencing with Section 33670) of the Law, Section 16 of Article XVI of
the Constitution of the State and other applicable state laws and as provided in the Redevelopment Plan
available for or deposited into the Redevelopment Property Tax Trust Fund, to the extent not payable to Senior
Bonds, payable with respect to Pass Through Obligations and subject to the equal and senior claims of
indebtedness, if any. The Indenture further provides that if, and to the extent, that the provisions of
Section 34172 or paragraph (2) of subdivision (a) of Section 34183 of the Dissolution Act are invalidated by a
final judicial decision, then Tax Revenues will include all tax revenues allocated to the payment of
indebtedness pursuant to California Health and Safety Code Section 33670 or such other section as may be in
effect at the time providing for the allocation of tax increment revenues in accordance with Article XVI,
Section 16 of the California Constitution. See the caption “—Security for the Series 2017 Bonds” below.

Successor agencies have no power to levy property taxes and must look specifically to the allocation
of taxes as described above. See the caption “RISK FACTORS.”

Security for the Series 2017 Bonds

The Dissolution Act requires the County Auditor-Controller to determine the amount of property taxes
that would have been allocated to the Former Agency had the Former Agency not been dissolved pursuant to
the operation of AB X1 26, using current assessed values on the last equalized roll on August 20, and to
deposit such amount in the Redevelopment Property Tax Trust Fund. Section 34177.5(g) of the Dissolution
Act provides that any bonds authorized to be issued by the Agency will be considered indebtedness incurred
by the dissolved Former Agency, with the same legal effect as if such bonds had been issued prior to the
effective date of AB X1 26, in full conformity with the applicable provisions of the Redevelopment Law that
existed prior to that date, will be included in the Agency’s Recognized Obligation Payment Schedule, and will
be secured by a pledge of, and lien on, and will be repaid from moneys deposited from time to time in the
Redevelopment Property Tax Trust Fund established pursuant to, and in accordance with, the Dissolution Act.



See Appendix B and the caption “SECURITY FOR THE SERIES 2017 BONDS—Recognized Obligation
Payment Schedule.”

The Dissolution Act further provides that property tax revenues pledged to any bonds authorized
under the Dissolution Act, such as the Series 2017 Bonds, are taxes allocated to the Agency pursuant to the
provisions of the Redevelopment Law and the State Constitution which provided for the allocation of tax
increment revenues under the Redevelopment Law, as described in the foregoing paragraph.

In accordance with the Dissolution Act, the Series 2017 Bonds and any Parity Debt (defined in
Appendix B) which may be issued in the future are payable from and secured by, and Tax Revenues include,
moneys deposited, from time to time, in the Redevelopment Property Tax Trust Fund.

The Series 2017 Bonds are payable from and secured by the Tax Revenues, whether held in the
Redevelopment Property Tax Trust Fund or by the Agency or the Trustee. Tax Revenues are defined in the
Indenture generally as all taxes annually allocated and paid to the Agency pursuant to Article 6 of Chapter 6
(commencing with Section 33670) of the Law, Section 16 of Article XVI of the Constitution of the State and
other applicable state laws and as provided in the Redevelopment Plan available for or deposited into the
Redevelopment Property Tax Trust Fund, to the extent not payable to Senior Bonds, payable with respect to
Pass Through Obligations, and subject to the equal and senior claims of indebtedness, if, any. “Pass Through
Obligations” are defined as (i) the statutory pass-through obligations of the Agency described under
Section 33607.5 of the California Health and Safety Code, and (ii) the Pass-Through Agreements, and shall
include amounts elected to be allocated pursuant to subdivision (a) of Section 33676 and Section 33607.7 or of
the California Health and Safety Code. “Pass-Through Agreements” means each pass-through agreement and
tax sharing agreement entered into by the Agency with respect to the Project Area. “Senior Bonds” are defined
as (i) the City of Moreno Valley Towngate Community Facilities District No. 87-1, 2007 Special Tax
Refunding Bonds, originally issued in the amount of $10,665,000, of which $4,545,000 are outstanding (the
“Towngate Bonds™) and (ii) the City of Moreno Valley Community Facilities District No. 87-1 (Towngate)
Improvement Area No. 1, Special Tax Refunding Bonds, originally issued in the amount of $4,075,000, of
which $2,115,000 are outstanding (the “Improvement Area No. 1 Bonds”).

The City and the Former Agency did not amend the Redevelopment Plan (defined herein) in a manner
which would have created an obligation to make payments of statutory pass-through obligations. See the
caption “SECURITY FOR THE SERIES 2017 BONDS — Statutory Pass-Through Amounts.”

The pledge of the Tax Revenues constitutes a first and exclusive lien on and security interest in the
Tax Revenues and the Redevelopment Obligation Retirement Fund and all amounts in the Redevelopment
Property Tax Trust Fund, and will attach, be perfected and be valid and binding against all parties having
claims of any kind in tort, contract or otherwise against the Agency, irrespective of whether such parties have
notice of the Indenture. Such pledge permits the payment by the County Auditor-Controller of the County’s
administrative costs to the County as allowed under Section 34182 and Section 95.3 of the Revenue and
Taxation Code and to various taxing agencies pursuant to the Pass-Through Agreements, Statutory Pass-
Through Amounts and 33676 Amounts (as those terms are defined under the caption “SECURITY FOR THE
SERIES 2017 BONDS—Tax Increment Financing—Tax Sharing”) prior to payment of the principal and
interest on the Series 2017 Bonds (unless such payments to taxing agencies are subordinated to payments on
the Series 2017 Bonds). Taxes levied on the property within the Project Area on that portion of the taxable
valuation over and above the taxable valuation of the applicable base year property tax roll with respect to the
Project Area, to the extent that such taxes constitute Tax Revenues as described in this Official Statement, will
be deposited in the Redevelopment Property Tax Trust Fund for transfer by the County Auditor-Controller to
the Agency’s Redevelopment Obligation Retirement Fund on January 2 and June 1 of each year to the extent
required for payments listed in the Agency’s Recognized Obligation Payment Schedule in accordance with the
requirements of the Dissolution Act. See the captions “SECURITY FOR THE SERIES 2017 BONDS—Tax
Increment Financing—Tax Sharing” and “—Recognized Obligation Payment Schedule.” Moneys deposited
by the County Auditor-Controller into the Agency’s Redevelopment Obligation Retirement Fund will be



transferred by the Agency to the Trustee for deposit in the Tax Increment Fund established under the Indenture
and administered by the Trustee in accordance with the Indenture.

The Agency has no power to levy property taxes and must look specifically to the allocation of taxes
as described above. See the captions “SECURITY FOR THE SERIES 2017 BONDS” and “RISK
FACTORS.”

Prior Payment Obligations

In addition to debt service on the Senior Bonds, the use of Tax Revenues from the Project Area to pay
debt service on the Series 2017 Bonds is subject to the prior payment of permitted administrative costs of the
County Auditor-Controller and payments to certain taxing entities under certain Pass-Through Agreements.
See the captions “PROPERTY TAXATION IN CALIFORNIA—Property Tax Collection Procedures—
Property Tax Administrative Costs” for a description of the County’s administrative costs and “SECURITY
FOR THE SERIES 2017 BONDS—Pass-Through Agreements” and “—Tax Increment Financing—Tax
Sharing.”

Subordinate Debt Obligations

In connection with the development of the Moreno Valley Mall at TownGate, the Former Agency
executed and delivered the following three promissory notes: (i) a Promissory Note dated December 11, 1992
in the original principal amount of $3,000,000, in favor of TownGate Regional Mall Company; (ii)a
Promissory Note dated December 11, 1992 in the original principal amount of $6,000,000, in favor of
TownGate Regional Mall Company; and (iii) a Promissory Note dated February 1, 1993 in the original
principal amount of $4,000,000, in favor of TownGate Regional Mall Company (collectively, the “Mall
Notes”). The Agency remains obligated to make payments to the City of Moreno Valley, as holder of the Mall
Notes, in connection with the Mall Notes from property taxes from the Project Area. As of June 1, 2017, the
outstanding balance under the Mall Notes was $14,042,341. The City has subordinated its right to receive
payments under the Mall Notes to the Series 2017 Bonds.

The Agency has other ongoing obligations to private parties and to defray certain costs of employees
based upon activities of the Former Agency; all such obligations are subordinate to the Series 2017 Bonds.
Such other obligations are paid pursuant to the process established under the Dissolution Act for recognized
obligation payments schedules. See the caption “SECURITY FOR THE SERIES 2017 BONDS—Recognized
Obligation Payment Schedule.”

Reserve Policy

A Reserve Account for the Series 2017 Bonds has been established pursuant to the Indenture. AGM
has committed to issue, concurrently with the issuance of the Series 2017 Bonds, the Reserve Policy for the
benefit of the Series 2017 Bonds in the initial principal amount of $3,587,156.91, which constitutes the
Reserve Account Requirement. The Reserve Policy will be deposited in the Reserve Account. The Reserve
Policy secures only the Series 2017 Bonds and is not available for the benefit of any other obligations of the
Agency. The Agency is not obligated: (i) to make any additional deposits into the Reserve Account in the
event that AGM defaults on its obligation to make payments under the Reserve Policy; or (ii) to replace the
Reserve Policy in the event of a rating downgrade of AGM. See the caption “SECURITY FOR THE
SERIES 2017 BONDS—Transfer of Amounts by Trustee—Reserve Account” and Appendix B.

Further Information
Brief descriptions of the Series 2017 Bonds, the Indenture, the Agency, the Former Agency and the

City are included in this Official Statement. Such descriptions and information do not purport to be
comprehensive or definitive. All references herein to the Indenture, the Bond Law, the Redevelopment Law,



the Dissolution Act, the Constitution and the laws of the State as well as the proceedings of the Former
Agency, the Agency and the City are qualified in their entirety by reference to such documents. References
herein to the Series 2017 Bonds are qualified in their entirety by the form thereof included in the Indenture and
the information with respect thereto included herein, copies of which are all available for inspection at the
offices of the Agency. Copies of the forms of all documents are available from the City Clerk’s office, City of
Moreno Valley, 14177 Frederick Street, Moreno Valley, California 92552.

Capitalized terms used herein and not defined have the meanings set forth in Appendix B.
REFUNDING PLAN
General

The Agency expects to apply a portion of the proceeds of the Series 2017 Bonds to refund on a current
basis all amounts payable pursuant to the Community Redevelopment Agency of the City of Moreno Valley,
2007 Tax Allocation Bonds, Series A (the “Refunded Bonds™). The Refunded Bonds were issued pursuant to
an Indenture, by and between the Agency and Wells Fargo Bank, National Association (the “Prior Trustee”),
dated as of October 1, 2007 (the “Prior Indenture”). The Agency will redeem in whole the outstanding
Refunded Bonds on September 25, 2017 (the “Redemption Date”). The redemption price (the “Redemption
Price”) with respect to the Refunded Bonds will be equal to the outstanding principal amount plus interest
accrued to the Redemption Date, without premium.

On the date of issuance of the Series 2017 Bonds, a portion of the proceeds of the Series 2017 Bonds
will be transferred to the Prior Trustee and deposited into the Redemption Account and Interest Account
established under the Prior Indenture (collectively, the “Escrow Accounts”). Such moneys shall be held
uninvested as cash and applied by the Prior Trustee to redeem the Refunded Bonds on the Redemption Date.

The amounts held by the Prior Trustee in the Escrow Accounts are pledged solely to the redemption of
the Refunded Bonds. The moneys or securities deposited with the Prior Trustee in the Escrow Accounts will
not be available for the payments of principal of and interest on the Series 2017 Bonds.

Sources and Uses of Funds

The estimated sources and uses of the Series 2017 Bonds are summarized as follows:

Sources:
Principal Amount of Series 2017 Bonds $ 38,045,000.00
Plus Net Original Issue Premium 3,674,222.85
Surplus Amounts on Hand 199.26
Total Sources: $ 41,719.422.11
Uses:
Refunded Bonds Escrow Accounts $ 41,152,781.31
Costs of Issuance Fund” 566.640.80
Total Uses: $ 41,719.422.11

(M Includes fees and expenses of Bond and Disclosure Counsel, Municipal Advisor, Fiscal Consultant, Trustee, Prior Trustee,
City Attorney and AGM, printing expenses, rating agency fees, Underwriter’s discount, and other miscellaneous costs.



THE SERIES 2017 BONDS
Authority for Issuance

The Series 2017 Bonds are authorized for issuance pursuant to the Indenture, the Bond Law, the
Redevelopment Law and the Dissolution Act. Direction to undertake the issuance of the Series 2017 Bonds
and the execution of the related documents was authorized by the Agency pursuant to Resolution
No. SA 2017-03 adopted on May 16, 2017 (the “Resolution”), and by the Oversight Board of the Agency
pursuant to Resolution No. OB2017-02 adopted on May 17, 2017 (the “Oversight Board Action”).

Written notice of the Oversight Board Action was provided to the State Department of Finance (the
“DOF”) pursuant to the Dissolution Act, and the DOF requested a review within five business days of such
written notice. On July 10, 2017, which is within the time period allotted under the Dissolution Act for the
DOF to review the Oversight Board’s approving resolution, the DOF provided a letter to the Agency stating
that based on the DOF’s review and application of the law, the Oversight Board Action approving the
Series 2017 Bonds is approved by the DOF. A copy of the DOF’s letter is set forth in Appendix F.

Description of the Series 2017 Bonds

The Series 2017 Bonds will be issued in fully registered form without coupons in denominations of
$5,000 or any integral multiple thereof, so long as no Series 2017 Bond will have more than one maturity date.
The Series 2017 Bonds shall be dated their date of initial delivery and shall bear interest at the rates and shall
mature on the Principal Payment Dates as shown on the inside cover page of this Official Statement. Interest
on the Series 2017 Bonds will be payable semiannually on February 1 and August 1 in each year, commencing
on February 1, 2018 (each, an “Interest Payment Date”). Interest on the Series 2017 Bonds shall be computed
on the basis of a 360-day year of twelve 30-day months. Payment of interest on the Series 2017 Bonds shall be
made to Cede & Co. as registered owner, or such other person whose name appears on the bond registration
books of the Trustee as the registered owner of the Series 2017 Bonds, as of the close of business on the
fifteenth (15th) day of the calendar month preceding the Interest Payment Date (the “Record Date”), or if
otherwise instructed, by check mailed to such registered owner at its address as it appears on such books or at
such other address as it may have filed with the Trustee for that purpose prior to the Record Date.

The Series 2017 Bonds will bear interest from the Interest Payment Date next preceding the date of
authentication thereof, unless such date of authentication is an Interest Payment Date, in which event they will
bear interest from such Interest Payment Date, or unless such date of authentication is prior to the first Interest
Payment Date, in which event they will bear interest from January 15, 2018, provided, however, that if, at the
time of authentication of the Series 2017 Bond, interest is then in default on such Series 2017 Bond, such
Series 2017 Bond will bear interest from the Interest Payment Date to which interest previously has been paid
or made available for payment.

Book-Entry System

DTC will act as securities depository for the Series 2017 Bonds. The Series 2017 Bonds will be
issued as fully-registered securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such
other name as may be requested by an authorized representative of DTC. One fully-registered certificate will
be issued for each maturity of the Series 2017 Bonds, each in the aggregate principal amount of such maturity,
and will be deposited with DTC. See Appendix D for further information with respect to DTC and its book-
entry system.

Redemption

Optional Redemption. The Series 2017 Bonds maturing on or after August 1, 2028, are subject to
optional redemption before maturity on or after August 1, 2027, at the option of the Agency, in whole or in



part, on any date, at a redemption price equal to the principal amount of the Series 2017 Bonds to be redeemed,
plus accrued but unpaid interest to the redemption date.

Notice of Redemption; Rescission. In the case of any redemption of Series 2017 Bonds, the Trustee
shall give notice that the Series 2017 Bonds, identified by serial numbers and maturity date (and interest rate in
the case of bifurcated maturities), have been called for redemption and, in the case of Series 2017 Bonds to be
redeemed in part only, the portion of the principal amount thereof that has been called for redemption (or if all
the Outstanding Series 2017 Bonds are to be redeemed, so stating, in which event such serial numbers may be
omitted), that they will be due and payable on the date fixed for redemption (specifying such date) upon
surrender thereof at the Principal Corporate Trust Office, at the redemption price (specifying such price),
together with any accrued interest to such date, and that all interest on the Series 2017 Bonds so to be
redeemed will cease to accrue on and after such date and that from and after such date such Series 2017 Bond
or such portion shall no longer be entitled to any lien, benefit or security under the Indenture, and the Owner
thereof shall have no rights in respect of such redeemed Series 2017 Bond or such portion except to receive
payment from such moneys of such redemption price plus accrued interest to the date fixed for redemption.

Such notice shall be mailed by first class mail, postage prepaid, at least 20 but not more than 60 days
before the date fixed for redemption, to the Security Depository, the MSRB and the Owners of such
Series 2017 Bonds, or portions thereof, so called for redemption, at their respective addresses as the same shall
last appear on the Bond Register. No notice of redemption need be given to the Owner of a Series 2017 Bond
to be called for redemption if such Owner waives notice thereof in writing, and such waiver is filed with the
Trustee prior to the redemption date. Neither the failure of an Owner to receive notice of redemption of
Series 2017 Bonds nor any error in such notice shall affect the validity of the proceedings for the redemption
of Series 2017 Bonds.

Any notice of redemption may be expressly conditional and may be rescinded by Written Request of
the Agency given to the Trustee not later than the date fixed for redemption. Upon receipt of such Written
Request of the Agency, the Trustee shall promptly mail notice of such rescission to the same parties that were
mailed the original notice of redemption.

Partial Redemption of Bonds. Whenever less than all the Outstanding Series 2017 Bonds of any one
maturity are to be redeemed on any one date, the Trustee shall select the particular Bonds to be redeemed by
lot, and in selecting the Series 2017 Bonds for redemption the Trustee shall treat each Series 2017 Bond of a
denomination of more than $5,000 as representing that number of Series 2017 Bonds of $5,000 denomination
which is obtained by dividing the principal amount of such Series 2017 Bond by $5,000, and the portion of any
Series 2017 Bond of a denomination of more than $5,000 to be redeemed shall be redeemed in an Authorized
Denomination. The Trustee shall promptly notify the Agency in writing of the numbers of the Series 2017
Bonds so selected for redemption in whole or in part on such date.

Effect of Redemption. If any Bond or any portion thereof shall have been duly called for redemption
and payment of the redemption price, together with unpaid interest accrued to the date fixed for redemption,
shall have been made or provided for by the Agency, then interest on such Series 2017 Bond or such portion
shall cease to accrue from such date, and from and after such date such Series 2017 Bond or such portion shall
no longer be entitled to any lien, benefit or security under the Indenture, and the Owner thereof shall have no
rights in respect of such Series 2017 Bond or such portion except to receive payment of such redemption price,
and unpaid interest accrued to the date fixed for redemption.



Annual Debt Service

The table below sets forth the aggregate annual debt service on the Series 2017 Bonds (assuming no
optional redemption of the Series 2017 Bonds).

Bond Year
(August 1) Principal I nterest Total
2018 - $ 1,331,078.44 $ 1,331,078.44
2019 - 1,506,881.26 1,506,881.26
2020 -- 1,506,881.26 1,506,881.26
2021 - 1,506,881.26 1,506,881.26
2022 - 1,506,881.26 1,506,881.26
2023 - 1,506,881.26 1,506,881.26
2024 - 1,506,881.26 1,506,881.26
2025 $ 1,395,000 1,506,881.26 2,901,881.26
2026 2,045,000 1,451,081.26 3,496,081.26
2027 2,145,000 1,348,831.26 3,493,831.26
2028 2,250,000 1,241,581.26 3,491,581.26
2029 2,360,000 1,129,081.26 3,489,081.26
2030 2,475,000 1,011,081.26 3,486,081.26
2031 2,760,000 887,331.26 3,647,331.26
2032 2,900,000 749,331.26 3,649,331.26
2033 3,045,000 604,331.26 3,649,331.26
2034 3,135,000 512,981.26 3,647,981.26
2035 3,230,000 418,931.26 3,648,931.26
2036 3,330,000 322,031.26 3,652,031.26
2037 3,435,000 217,968.76 3,652,968.76
2038 3,540,000 110,625.00 3.650.,625.00
Totals: $ 38,045,000 $21,884,434.88 $59,929,434.88

Source: Underwriter.
SECURITY FOR THE SERIES 2017 BONDS
General

The Dissolution Act requires the County Auditor-Controller to determine the amount of property taxes
that would have been allocated to the Former Agency (pursuant to subdivision (b) of Section 16 of Article XVI
of the State Constitution) had the Former Agency not been dissolved pursuant to the operation of AB X1 26,
using current assessed values on the last equalized roll on August 20, and to deposit such amount in the
Redevelopment Property Tax Trust Fund for the Agency established and held by the County
Auditor-Controller pursuant to the Dissolution Act. Section 34177.5(g) of the Dissolution Act provides that
any bonds authorized to be issued by the Agency will be considered indebtedness incurred by the dissolved
Former Agency, with the same legal effect as if the bonds had been issued prior to the effective date of
AB X1 26, in full conformity with the applicable provision of the Redevelopment Law that existed prior to that
date; will be included in the Agency’s Recognized Obligation Payment Schedule and will be secured by a
pledge of, and lien on, and will be repaid from moneys deposited from time to time in the Redevelopment
Property Tax Trust Fund established pursuant to the Dissolution Act. Property tax revenues pledged to any
bonds authorized to be issued by the Agency under the Dissolution Act, including the Series 2017 Bonds, are
taxes allocated to the Agency pursuant to subdivision (b) of Section 33670 of the Redevelopment Law and
Section 16 of Article XVI of the State Constitution. See Appendix B and the caption “—Recognized
Obligation Payment Schedule.”



Pursuant to Section 33670(b) of the Redevelopment Law and Section 16 of Article XVI of the State
Constitution, and as provided in the Redevelopment Plan for the Project Area, taxes levied upon taxable
property in the Project Area each year by or for the benefit of the State, any city, county, district, or other
public corporation (herein sometimes collectively called “taxing agencies”) after the effective date of the
ordinance approving the redevelopment plan, or the respective effective dates of ordinances approving
amendments to the redevelopment plan that added territory to the Project Area, as applicable, are to be divided
as follows:

(a) To Taxing Agencies: That portion of the taxes which would be produced by the rate upon
which the tax is levied each year by or for each of the taxing agencies upon the total sum of the assessed value
of the taxable property in the applicable Project Area as shown upon the assessment roll used in connection
with the taxation of such property by such taxing agency last equalized prior to the effective date of the
ordinance adopting the redevelopment plan, or the respective effective dates of ordinances approving
amendments thereto that added territory to the Project Area, as applicable (each, a “base year valuation”), will
be allocated to, and when collected will be paid into, the funds of the respective taxing agencies as taxes by or
for the taxing agencies on all other property are paid; and

(b) To the Former Agency/Agency: Except for that portion of the taxes in excess of the amount
identified in (a) above which are attributable to a tax rate levied by a taxing agency for the purpose of
producing revenues in an amount sufficient to make annual repayments of the principal of, and the interest on,
any bonded indebtedness approved by the voters of the taxing agency on or after January 1, 1989 for the
acquisition or improvement of real property, which portion shall be allocated to, and when collected shall be
paid into, the fund of that taxing agency (as discussed under the caption “PROPERTY TAXATION IN
CALIFORNIA—Article XIIIA of the State Constitution”), that portion of the levied taxes each year in excess
of such amount, annually allocated within the redevelopment plan limit, when collected will be paid into a
special fund of the Former Agency. Section 34172(a) of the Dissolution Act provides that, for purposes of
Section 16 of Article XVI of the State Constitution, the Redevelopment Property Tax Trust Fund will be
deemed to be a special fund of the Agency to pay the debt service on indebtedness incurred by the Former
Agency or the Agency to finance or refinance the redevelopment projects of the Former Agency.

That portion of the levied taxes described in paragraph (b) above constitutes the amount required
under the Dissolution Act to be deposited by the County Auditor-Controller into the Redevelopment Property
Tax Trust Fund. In addition, Section 34183 of the Dissolution Act effectively eliminates the January 1, 1989
date referred to in paragraph (b) above.

The Series 2017 Bonds are payable from and secured by deposits into the Redevelopment Property
Tax Trust Fund to be derived from the Project Area on a subordinate basis to debt service on the Senior Bonds
and amounts required to pay certain County administrative costs to the County and to pay amounts due to
certain taxing entities under the Pass-Though Agreements. See the captions “—Tax Increment Financing—
Tax Sharing” and “PROPERTY TAXATION IN CALIFORNIA—Property Tax Collection Procedures—
Property Tax Administrative Costs.”

The Agency has no power to levy and collect taxes, and various factors beyond its control could
affect the amount of Tax Revenues available in any fiscal year (defined as July 1 through June 30) to
pay the principal of and interest on the Series 2017 Bonds. See the captions “—Tax Increment Financing,”
“—Recognized Obligation Payment Schedule,” “PROPERTY TAXATION IN CALIFORNIA” and “RISK
FACTORS.”

The Series 2017 Bonds are not a debt of the City, the State, or any of its political subdivisions (other
than the Agency), and neither said City, said State, nor any of its political subdivisions is liable thereon (other
than the Agency), nor in any event will the Series 2017 Bonds be payable out of any funds or properties other
than those of the Agency. The Series 2017 Bonds do not constitute an indebtedness within the meaning of any
constitutional or statutory debt limitation or restriction.
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Tax Revenues

Subject to the terms and conditions set forth in the Indenture, the Indenture provides that all of the Tax
Revenues and all amounts on deposit from time to time in the funds and accounts established under the
Indenture (other than the Expense Account and the Rebate Fund) are pledged to the payment of the principal of
and interest on the Series 2017 Bonds and any additional refunding obligations issued pursuant to the
conditions set forth in the Indenture (“Parity Debt”). See the caption “—Limitation on Additional
Indebtedness.” The Agency irrevocably grants to the Trustee for the benefit of the issuer of the Reserve Policy
and the Owners of the Series 2017 Bonds and any Parity Debt a first charge and lien on, and a security interest
in, and pledges and assigns, the Tax Revenues, whether held by the Agency, the County Auditor-Controller or
the Trustee, and all amounts in the funds and accounts established under the Indenture (other than the Expense
Account and the Rebate Fund), including the Tax Increment Fund, which is created pursuant to the Indenture
by the Agency.

The Agency covenants and agrees to maintain the Tax Increment Fund with the Trustee so long as any
Series 2017 Bonds or any Parity Debt are outstanding or amounts are owed to the Trustee for the benefit of the
Owners and the Owners of any Series 2017 Bonds or any Parity Debt.

Other than the Senior Bonds, no additional bonds payable from Tax Revenues on a basis senior to or
on a parity with the Series 2017 Bonds and any Parity Debt will be issued except pursuant to the Indenture.
Parity Debt shall not be issued except for the purpose of refunding any outstanding Series 2017 Bonds or
Parity Debt. See the caption “—Limitation on Additional Indebtedness.”

“Tax Revenues” mean all taxes annually allocated and paid to the Agency pursuant to Article 6 of
Chapter 6 (commencing with Section 33670) of the Redevelopment Law, Section 16 of Article XVI of the
Constitution of the State and other applicable state laws and as provided in the Redevelopment Plan available
for or deposited into the Redevelopment Property Tax Trust Fund, to the extent not payable to Senior Bonds,
payable with respect to Pass Through Obligations, and subject to the equal and senior claims of indebtedness,
if any. If, and to the extent, that the provisions of Section 34172 or paragraph (2) of subdivision (a) of
Section 34183 of the Dissolution Act are invalidated by a final judicial decision, then Tax Revenues will
include all tax revenues allocated to the payment of indebtedness pursuant to California Health and Safety
Code Section 33670 or such other section as may be in effect at the time providing for the allocation of tax
increment revenues in accordance with Article XVI, Section 16 of the California Constitution.

The Agency covenants and agrees that, subject to the prior application and lien in favor of the Senior
Bonds, all Tax Revenues when and as received, will be received by the Agency in trust and will be transferred
to the Trustee within a reasonable period of time from the receipt by the Agency thereof, for deposit by the
Trustee in the Tax Increment Fund and will be accounted for through and held in trust in the Tax Increment
Fund, and the Agency shall have no beneficial right or interest in any of such money, except only as
specifically provided otherwise in the Indenture.

All such Tax Revenues, whether received by the Agency and held in trust pending transfer or
deposited with the Trustee, shall nevertheless be disbursed, allocated and applied solely to the uses and
purposes set forth in the Indenture, and shall be accounted for separately and apart from all other money,
funds, accounts or other resources of the Agency. Any Tax Revenues received by the Trustee in the Tax
Increment Fund (other than amounts deposited in the Reserve Account) in excess of the amounts required to be
held by the Trustee in the Tax Increment Fund shall be released from the pledge and lien under the Indenture
and transferred to the Agency and may be used for any lawful purpose of the Agency.

Pursuant to the laws of the State of California, including California Health and Safety
Code Sections 34183 and 34170.5(b), the County Auditor-Controller is obligated to deposit the Tax Revenues
into the Redevelopment Property Tax Trust Fund. In accordance with the Indenture and the Dissolution Act,
and in accordance with the County Auditor-Controller’s obligations as set forth in California Health and Safety
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Code Section 34183, the Agency shall take all steps to ensure that the County Auditor-Controller (1) deposits
the Tax Revenues into the Redevelopment Property Tax Trust Fund, (2) allocates funds for the principal and
interest payments due on the Outstanding Series 2017 Bonds and any Parity Debt and any deficiency in the
Reserve Account (including amounts due to AGM as issuer of the Reserve Policy) pursuant to each valid
Recognized Obligation Payment Schedule in accordance with the Dissolution Act, and (3) make the transfers
to the Trustee required under the Indenture.

The Agency will take all actions required under the Dissolution Act to include on its Recognized
Obligation Payment Schedule the amounts described below to be transmitted to the Trustee for the applicable
ROPS Period in order to satisfy the requirements of the Indenture, including any amounts required to pay
principal and interest payments due on the Senior Bonds, Outstanding Bonds and any Parity Debt, any
Compliance Costs, any deficiency in the Reserve Account to the full amount of the Reserve Account
Requirement (including amounts due to AGM as issuer of the Reserve Policy) and any deficiency in the
reserve accounts under the indentures for the Senior Bonds. The Agency shall submit an Oversight
Board-approved Recognized Obligation Payment Schedule to the County Auditor-Controller and the
Department of Finance on or before February 1 with respect to the ROPS Period commencing the following
July 1.

In furtherance of such pledge, and in preparing a given Recognized Obligation Payment Schedule, the
Agency will reflect on each annual Recognized Obligation Payment Schedule that the amount due to the
Trustee, received in trust from the County Auditor-Controller for deposit in the Tax Increment Fund on
January 2 of the next calendar year from Tax Revenues required to be deposited into the Redevelopment
Property Tax Trust Fund will equal (1) the sum of (a) all scheduled principal payments and Sinking Account
Installments due and payable on the Outstanding Bonds and any Parity Debt during the next calendar year as
provided in the Indenture, and (b) all scheduled interest payments due and payable on the Outstanding Bonds
and any Parity Debt during the next calendar year as provided in the Indenture, plus (2) the amount of any
deficiency in the Reserve Account (including amounts due to AGM as issuer of the Reserve Policy), less
(3) the amounts, if any, on deposit in the Tax Increment Fund as of the date of submission for the Recognized
Obligation Payment Schedule pursuant to this section that are in excess of the amounts required to be applied
to payment of principal of or interest or sinking account payments on the Outstanding Bonds and any Parity
Debt in the then current calendar year.

The amount due to the Trustee from the County Auditor-Controller for deposit in the Tax Increment
Fund on June 1 of the next calendar year from amounts required to be deposited into the Redevelopment
Property Tax Trust Fund will be equal to the remainder due and payable on the Outstanding Bonds and any
Parity Debt during the next calendar year in an amount equal to not less than (1) the remaining the sum of
(a) all scheduled principal payments and Sinking Account Installments due and payable on the Outstanding
Bonds and any Parity Debt during the next calendar year as provided in the Indenture, and (b) all scheduled
interest payments due and payable on the Outstanding Bonds and any Parity Debt during the next calendar year
as provided in the Indenture, plus (2) the amount of any remaining deficiency in the Reserve Account.

Tax Revenues received by the Agency during a ROPS Period in excess of the amount required to be
deposited in the Tax Increment Fund shall, immediately following the deposit with the Trustee of the amounts
required to be so deposited as provided in the Indenture on each such date, be released from the pledge,
security interest and lien for the security of the Outstanding Bonds, and may be applied by the Agency for any
lawful purpose of the Agency, including but not limited to the payment of subordinate debt, or the payment of
any amounts due and owing to the United States of America pursuant to the Indenture. Prior to the payment in
full of the principal of and interest and redemption premium (if any) on the Outstanding Bonds and any Parity
Debt and the payment in full of all other amounts payable under the Indenture, the Agency shall not have any
beneficial right or interest in the moneys on deposit in the Tax Increment Fund, except as may be provided in
the Indenture and in any Supplemental Indenture.
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Expected Compliance Costs, if any, will be included in each Recognized Obligation Payment
Schedule in accordance with the Dissolution Act. “Compliance Costs” mean those costs incurred by the
Agency or the Trustee in connection with their compliance with the Indenture and the Continuing Disclosure
Certificate that are chargeable against the Redevelopment Property Tax Trust Fund, including legal fees and
charges, other related administrative costs of the Agency, fees and disbursements of consultants and
professionals, rating agency fees, amounts to reimburse AGM for draws on its Reserve Policy (including any
other amounts due to AGM), and other Qualified Reserve Account Credit Instruments, and all amounts
required to be rebated to the United States pursuant to Section 148(f) of the Code.

Pursuant to the Dissolution Act, former tax increment revenues generated in the Project Area are no
longer required to be deposited into the Low and Moderate Income Housing Fund. Accordingly, and because
the Agency has no obligations that are payable from the Low and Moderate Income Housing Fund, such
revenues are now available and pledged to the repayment of the Series 2017 Bonds and any Parity Debt. See
the caption “—Tax Increment Financing—Elimination of Housing Set-Aside.”

Redevelopment Obligation Retirement Fund; Deposit of Tax Revenues

The Agency has established the Redevelopment Obligation Retirement Fund pursuant to
Section 34170.5(a) of the Dissolution Act, which the Agency will continue to hold so long as any of the
Series 2017 Bonds are Outstanding. Under the Indenture, the Agency covenants, subject to the prior
application and lien in favor of the Senior Bonds, to credit all Tax Revenues withdrawn from the
Redevelopment Property Tax Trust Fund by the County Auditor-Controller and remitted to the Trustee for the
payment of the Senior Bonds, the Series 2017 Bonds and any Parity Debt to the Redevelopment Obligation
Retirement Fund established pursuant to Section 34170.5(a) of the California Health and Safety Code.

Transfer of Amounts by Trustee

The Agency covenants and agrees that, subject to the prior application and lien in favor of the Senior
Bonds, all Tax Revenues, when and as received, will be received by the Agency in trust under the Indenture
and shall be deemed to be held by the Agency as agent for the Trustee and will, not later than 10 Business
Days following such receipt, be deposited by the Agency with the Trustee in the Tax Increment Fund and will
be accounted for through and held in trust in the Tax Increment Fund, and the Agency shall have no beneficial
right or interest in any of such money, except only as provided in the Indenture; provided that the Agency shall
not be obligated to deposit in the Tax Increment Fund in any calendar year an amount which exceeds the
amounts required to be transferred to the Trustee for deposit into the Tax Increment Fund. All such Tax
Revenues, whether received by the Agency in trust or deposited with the Trustee, shall nevertheless be
disbursed, allocated and applied solely to the uses and purposes set forth in the Indenture, and shall be
accounted for separately and apart from all other money, funds, accounts or other resources of the Agency.

Subject to the prior application and lien in favor of the Senior Bonds, all Tax Revenues in the Tax
Increment Fund shall be set aside by the Trustee in each Bond Year when and as received in the following
respective special accounts within the Tax Increment Fund, in the following order of priority: (1) Interest
Account; (2) Principal Account; (3) Reserve Account; and (4) Expense Account.

Interest Account. The Trustee shall set aside from the Tax Increment Fund and deposit in the Interest
Account an amount of money which, together with any money contained therein, is equal to the aggregate
amount of the interest becoming due and payable on all Outstanding Bonds on the Interest Payment Dates in
such Bond Year. No deposit need be made into the Interest Account if the amount contained therein is at least
equal to the aggregate amount of the interest becoming due and payable on all Outstanding Bonds on the
Interest Payment Dates in such Bond Year. All moneys in the Interest Account shall be used and withdrawn
by the Trustee solely for the purpose of paying the interest on the Bonds as it shall become due and payable
(including accrued interest on any Bonds purchased or redeemed prior to maturity).
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Principal Account. The Trustee shall set aside from the Tax Increment Fund and deposit in the
Principal Account an amount of money which, together with any money contained therein, is equal to the
aggregate amount of principal becoming due and payable on all Outstanding Serial Bonds on the Principal
Payment Date in such Bond Year. No deposit need be made into the Principal Account if the amount
contained therein is at least equal to the aggregate amount of principal of all Outstanding Serial Bonds
becoming due and payable on the Principal Payment Date in such Bond Year. All money in the Principal
Account shall be used and withdrawn by the Trustee solely for the purpose of paying principal of the Serial
Bonds as they shall become due and payable.

In the event that there shall be insufficient money in the Tax Increment Fund to pay in full all such
principal and Sinking Account Installments due in such Bond Year, then the money available in the Tax
Increment Fund shall be applied pro rata to the payment of such principal and Sinking Account Installments in
the proportion which all such principal and Sinking Account Installments bear to each other.

Reserve Account. The Trustee shall set aside from the Tax Increment Fund and deposit in the
Reserve Account such amount as may be necessary to maintain on deposit therein an amount equal to the
Reserve Account Requirement, which in the Indenture shall mean as of the date of any calculation, with
respect to all Outstanding Bonds an amount equal to the lesser of (i) the Maximum Annual Debt Service
attributable to the Outstanding Bonds or (ii) 125% of Average Annual Debt Service attributable to the
Outstanding Bonds; provided, however, that the Reserve Account Requirement when issuing a new Series of
Bonds shall be the lesser of (i) or (ii) above, but limited to the addition to the Reserve Account of no more than
10% of the proceeds from the sale of such new Series of Bonds. No deposit need be made into the Reserve
Account so long as there shall be on deposit therein an amount equal to the Reserve Account Requirement. All
money in or credited to the Reserve Account shall be used and withdrawn by the Trustee solely for the purpose
of replenishing the Interest Account, the Principal Account in such order, in the event of any deficiency in any
of such accounts occurring on any Interest Payment Date, Principal Payment Date or Sinking Account
Payment Date, or for the purpose of paying the interest on or the principal of the Bonds in the event that no
other money of the Agency is lawfully available therefor, or for the retirement of all Bonds then Outstanding,
except that for so long as the Agency is not in default under the Indenture, any amount in the Reserve Account
in excess of the Reserve Account Requirement shall be transferred to the Tax Increment Fund.

On any date on which Bonds are defeased in accordance with the Indenture, the Trustee shall, if so
directed in a Written Request of the Agency, transfer any moneys in the Reserve Account in excess of the
Reserve Account Requirement resulting from such defeasance to be applied to such defeasance.

If at any time the Trustee fails to pay principal or interest due on any scheduled payment date for the
Bonds and any Parity Debt or withdraws funds from the Reserve Account to pay principal and interest on the
Bonds and any Parity Debt, the Trustee shall notify the Agency in writing of such failure or withdrawal, as
applicable.

A Qualified Reserve Account Credit Instrument may be deposited in the Reserve Account. A
“Qualified Reserve Account Credit Instrument” means: (i) the Reserve Policy; or (ii) an irrevocable standby
or direct-pay letter of credit or surety bond issued by a commercial bank or insurance company and deposited
with the Trustee into the Reserve Account, provided that all of the following requirements are met by the
Agency at the time of delivery thereof to the Trustee:

(a) S&P or Moody’s has assigned a long-term credit rating to such bank or insurance company of
“A” (without regard to modifier) or higher;

(b) such letter of credit or surety bond has a term of at least twelve (12) months;
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(c) such letter of credit or surety bond has a stated amount at least equal to the portion of the
Reserve Account Requirement with respect to which funds are proposed to be released pursuant to the
Indenture;

(d) the Trustee is authorized pursuant to the terms of such letter of credit or surety bond to draw
thereunder an amount equal to any deficiencies which may exist from time to time in the Interest Account or
the Principal Account for the purpose of making payments required pursuant to the Indenture; and

(e) prior written notice is given to the Trustee before the effective date of any such Qualified
Reserve Account Credit Instrument.

AGM will issue the Reserve Policy for the purpose of funding the Reserve Account for the
Series 2017 Bonds. The Reserve Policy will be issued by AGM in an amount equal to the Reserve Account
Requirement applicable to the Series 2017 Bonds. The Reserve Policy is a Qualified Reserve Account Credit
Instrument. The premium for the Reserve Policy is to be fully paid at or prior to the issuance of the
Series 2017 Bonds. Under the terms of the Reserve Policy, AGM will unconditionally and irrevocably
guarantee to pay that portion of the scheduled principal and interest on the Series 2017 Bonds that becomes
due for payment but shall be unpaid by reason of nonpayment by the Agency.

The Trustee shall ascertain the necessity for a claim upon the Reserve Policy in accordance with the
Indenture and provide notice to AGM in accordance with the terms of the Reserve Policy at least five Business
Days prior to each date upon which interest or principal is due on the Series 2017 Bonds, respectively. Where
deposits are required to be made by the Agency with the Trustee to the Interest Account and Principal Account
of the Tax Increment Fund for the Series 2017 Bonds, respectively, more often than semi-annually, the Trustee
shall be instructed to give notice to AGM of any failure of the Agency to make timely payment in full of such
deposits within two Business Days of the date due.

See the caption “RESERVE POLICY PROVIDER?” for a description of AGM.
Tax Increment Financing

General. Prior to the enactment of AB X1 26, the Redevelopment Law authorized the financing of
redevelopment projects through the use of tax increment revenues. This method provided that the taxable
valuation of the property within a redevelopment project area on the property tax roll last equalized prior to the
effective date of the ordinance which adopts the redevelopment plan becomes the base year valuation.
Assuming that the taxable valuation exceeds the base year level, the taxing agencies thereafter received that
portion of the taxes produced by applying then current tax rates to the base year valuation, and the
redevelopment agency was allocated the remaining portion produced by applying then current tax rates to the
increase in valuation over the base year. Such incremental tax revenues allocated to a redevelopment agency
were authorized to be pledged to the payment of agency obligations.

The Dissolution Act authorizes refunding bonds, including the Series 2017 Bonds, that are issued by a
successor agency to be secured by a pledge of moneys deposited from time to time in a Redevelopment
Property Tax Trust Fund held by a county auditor-controller with respect to that successor agency, which are
equivalent to the tax increment revenues that were formerly allocated under the Redevelopment Law to the
redevelopment agency and formerly authorized under the Redevelopment Law to be used for the financing of
redevelopment projects, less amounts deducted pursuant to Section 34183(a) of the Dissolution Act for
permitted administrative costs of the county auditor-controller. Under the Indenture, Tax Revenues consist of
the amounts deposited from time to time in the Redevelopment Property Tax Trust Fund established pursuant
to and as provided in the Dissolution Act. Successor agencies have no power to levy property taxes and must
look specifically to the allocation of taxes as described above. See the caption “RISK FACTORS.”
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Tax Sharing. The Redevelopment Law authorized redevelopment agencies to make payments to
school districts and other taxing agencies to alleviate any financial burden or detriments to such taxing
agencies caused by a redevelopment project. The Former Agency entered into eight agreements for this
purpose. (See the caption “—Pass-Through Agreements” below.) Additionally, Sections 33607.5 and 33607.7
of the Redevelopment Law required mandatory tax sharing applicable to redevelopment projects adopted after
January 1, 1994, or amended thereafter in certain manners specified in such statutes (the “Statutory Pass-
Through Amounts™). (See the caption “—Statutory Pass-Through Amounts” below.) Further, redevelopment
project areas adopted between January 1, 1985 and January 1, 1994 were subject to payments to schools and to
other affected taxing agencies that elected to receive tax revenue payments set forth under Section 33676 of the
Law (“33676 Amounts”). (See the caption “—Section 33676 Election” below.)

The Dissolution Act requires the County Auditor-Controller to distribute from the Redevelopment
Property Tax Trust Fund amounts required to be distributed pursuant to Pass-Through Agreements or as
Statutory Pass-Through Amounts or 33676 Amounts to the taxing entities on each January 2 and June 1 before
amounts are distributed by the County Auditor-Controller from the Redevelopment Property Tax Trust Fund to
the Agency’s Redevelopment Obligation Retirement Fund, unless: (i) pass-through payment obligations have
been made subordinate to debt service payments for the bonded indebtedness of the Agency; (ii) the Agency
has reported, no later than the December 1 and May 1 preceding the applicable January 2 or June 1 distribution
date, that the total amount available to the Agency from the Redevelopment Property Tax Trust Fund
allocation to the Agency’s Redevelopment Obligation Retirement Fund, from other funds transferred from the
Former Agency and from funds that have or will become available through asset sales and all redevelopment
operations, is insufficient to fund the Agency’s enforceable obligations, pass-through payments and the
Agency’s administrative cost allowance for the applicable six-month period; and (iii) the State Controller has
concurred with the Agency that there are insufficient funds for such purposes for the applicable six-month
period.

The Dissolution Act provides for a procedure by which the Agency may make Statutory Pass-Through
Amounts and 33676 Amounts subordinate to the Series 2017 Bonds. The City and the Former Agency did not
amend the Redevelopment Plan (defined herein) in a manner which would have created an obligation to make
payments of statutory pass-through obligations. See the caption “SECURITY FOR THE SERIES 2017
BONDS—Statutory Pass-Through Amounts.” The Agency has not undertaken the requisite procedures to
obtain subordination of the 33676 Amounts and, therefore, amounts due as 33676 Amounts, as well as
payments under an agreement between the Former Agency and the Riverside County Flood Control and Water
Conservation District are senior in payment priority to the Series 2017 Bonds. See the caption “—Pass-
Through Agreements—The Flood Agreement,” see also the caption “THE PROJECT AREA” for information
regarding assessed values and tax revenues generated in the Project Area.

Elimination of Housing Set-Aside. Before the dissolution of the Former Agency, the Redevelopment
Law required the Former Agency to set aside not less than 20% of the gross tax increment allocated to the
Former Agency from the Project Area, i.e., the “Housing Set-Aside,” in the Former Agency’s Low and
Moderate Income Housing Fund, to be expended for low and moderate income housing purposes. Generally,
the Former Agency was authorized to use the Housing Set-Aside to pay debt service on bonds solely to the
extent that the proceeds of such bonds were used to finance or refinance low and moderate income housing
projects. In contrast, under the Redevelopment Law, the Former Agency was authorized to use the portion of
tax increment that was not part of the Housing Set-Aside (the “Non-Housing Portion™) to pay debt service on
all bonds and other indebtedness of the Former Agency incurred to finance or refinance redevelopment
projects for the Project Area, subject to limitations set forth in the indentures or other governing documents.

The Dissolution Act has eliminated the Low and Moderate Income Housing Fund and the requirement
to deposit the Housing Set-Aside into such fund. None of the property tax revenues deposited in the
Redevelopment Property Tax Trust Fund are designated as the Housing Set-Aside because the Agency has no
obligations that are payable from the Housing Set-Aside. The Redevelopment Property Tax Trust Fund flow
of funds under the Dissolution Act makes no distinction between bonds that were, in whole or in part, secured
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by and payable from the Housing Set-Aside and bonds that were solely secured by and payable from the Non-
Housing Portion. In effect, after the Former Agency’s dissolution, all of the Agency’s outstanding bonds are
paid from Redevelopment Property Tax Trust Fund disbursements without distinction between obligations
related to housing and non-housing projects.

Recognized Obligation Payment Schedule

On or before each February 1, with respect to each fiscal year, the Dissolution Act requires successor
agencies to prepare and approve, and submit to the successor agency’s oversight board and the DOF for
approval, a Recognized Obligation Payment Schedule pursuant to which enforceable obligations (as such term
is defined in the Dissolution Act) of the successor agency are listed, together with the source of funds to be
used to pay for each enforceable obligation. As defined in the Dissolution Act, “enforceable obligation”
includes bonds, including the required debt service, reserve set-asides and any other payments required under
an indenture or similar documents governing the issuance of the outstanding bonds of the former
redevelopment agency, as well as other obligations such as loans, judgments or settlements against the former
redevelopment agency, any legally binding and enforceable agreement that is not otherwise void as violating
the debt limit or public policy, contracts necessary for the administration or operation of the successor agency,
and amounts borrowed from the Low and Moderate Income Housing Fund. A reserve may be included on the
Recognized Obligation Payment Schedule and held by the successor agency when required by the bond
indenture or when the next property tax allocation will be insufficient to pay all obligations due under the
provisions of the bond for the next payment due in the following half of the calendar year.

Under the Dissolution Act, the categories of sources of payments for enforceable obligations listed on
a Recognized Obligation Payment Schedule are the following: (i) the Low and Moderate Income Housing
Fund; (ii) bond proceeds; (iii) reserve balances; (iv) administrative cost allowance; (v) the Redevelopment
Property Tax Trust Fund (but only to the extent that no other funding source is available or when payment
from property tax revenues is required by an enforceable obligation or otherwise required under the
Dissolution Act); or (vi) other revenue sources (including rents, concessions, asset sale proceeds, interest
earnings, and any other revenues derived from the former redevelopment agency, as approved by the oversight
board).

The Dissolution Act provides that, commencing on the date that the first Recognized Obligation
Payment Schedule is valid, only those payments listed in the Recognized Obligation Payment Schedule may be
made by the Agency from the funds specified in the Recognized Obligation Payment Schedule. Each annual
Recognized Obligation Payment Schedule may be amended once, provided that (i) the Agency submits the
amendment to DOF no later than October 1, (ii) the Oversight Board makes a finding that the amendment is
necessary for the payment of approved enforceable obligations during the second half of the Recognized
Obligation Payment Schedule period (from January 1 to June 30, inclusive), and (iii) the Agency may only
amend the amount requested for payment of approved enforceable obligations. The DOF shall notify the
Agency and the County Auditor-Controller as to whether the Agency’s requested amendment is approved at
least 15 days before the January 2 property tax distribution.

The Recognized Obligation Payment Schedule must be submitted by the Agency, after approval by
the Oversight Board, to the County Administrative Officer, the County Auditor-Controller, the DOF and the
State Controller by February 1 in each year with respect to the Agency’s payment obligations during the next
fiscal year. If the Agency does not submit an Oversight Board-approved Recognized Obligation Payment
Schedule by such deadline, the City will be subject to a civil penalty equal to $10,000 per day for every day
that the schedule is not submitted. Additionally, the Agency’s administrative cost allowance will be reduced
by 25% for any fiscal year for which the Agency does not submit an Oversight Board-approved Recognized
Obligation Payment Schedule within 10 days of the February 1 deadline. If the Agency fails to submit a
Recognized Obligation Payment Schedule by the February 1 deadline, any creditor of the Agency or the DOF
or any affected taxing entity shall have standing to, and may request a writ of mandate to, require the Agency
to immediately perform this duty. For additional information regarding procedures under the Dissolution Act
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relating to late Recognized Obligation Payment Schedules and implications thereof on the Series 2017 Bonds,
see the caption “RISK FACTORS—Recognized Obligation Payment Schedule.”

With respect to each Recognized Obligation Payment Schedule submitted by the Agency, the
Dissolution Act requires the DOF to make a determination of the enforceable obligations and the amounts and
funding sources available to pay approved enforceable obligations no later than April 15. Within five business
days of the determination by the DOF, the Agency may request additional review by the DOF and an
opportunity to meet and confer on disputed items, if any. The DOF will notify the Agency and the County
Auditor-Controller as to the outcome of its review at least 15 days before the June 1 property tax distribution
date preceding the applicable Recognized Obligation Payment Schedule period. Additionally, the County
Auditor-Controller may review a submitted Recognized Obligation Payment Schedule and object to the
inclusion of any items that are not demonstrated to be enforceable obligations and may object to the funding
source proposed for any items, provided that the County Auditor-Controller must provide notice of any such
objections to the Agency, the Oversight Board and the DOF at least 60 days prior to the next property tax
distribution date.

See the caption “—Last and Final Recognized Obligation Payment Schedule” for a description of the
Last and Final Recognized Obligation Payment Schedule authorized by the Dissolution Act pursuant to
SB 107.

In connection with the allocation and distribution by the County Auditor-Controller of property tax
revenues deposited in the Redevelopment Property Tax Trust Fund, under the Dissolution Act the County
Auditor-Controller must prepare estimates of the amounts of: (i) property tax to be allocated and distributed;
and (ii) the amounts of pass-through payments to be made for the upcoming fiscal year, and provide those
estimates to the entities receiving the distributions and the DOF by no later than October 1 and April 1 of each
year, as applicable. If, after receiving such estimate from the County Auditor-Controller, the Agency
determines and reports, no later than December 1 or May 1, as applicable, that the total amount available to the
Agency from the Redevelopment Property Tax Trust Fund allocation to the Agency’s Redevelopment
Obligation Retirement Fund, from other funds transferred from the Former Agency and from funds that have
or will become available through asset sales and all redevelopment operations, is insufficient to fund the
payment of pass-through obligations, Agency enforceable obligations listed on the Recognized Obligation
Payment Schedule and the Agency’s administrative cost allowance, the County Auditor-Controller must notify
the State Controller and the DOF by no later than 10 days from the date of the Agency’s notification. If the
State Controller concurs that there are insufficient funds to pay required debt service, and if the Agency’s tax
sharing obligations described in Section 34183(a)(1) of the Dissolution Act have been subordinated to the
Agency’s enforceable obligations, then the Dissolution Act provides for certain adjustments to be made to the
estimated distributions, as described in more detail under the caption “—Tax Increment Financing—Tax
Sharing.”

The Dissolution Act provides that any bonds authorized to be issued by the Agency will be considered
indebtedness incurred by the dissolved Former Agency, with the same legal effect as if such bonds had been
issued prior to the effective date of AB X1 26, in full conformity with the applicable provision of the
Redevelopment Law that existed prior to such date, will be included in the Agency’s Recognized Obligation
Payment Schedule and will be secured by a pledge of, and lien on, and will be repaid from moneys deposited
from time to time in the Redevelopment Property Tax Trust Fund established pursuant to the Dissolution Act.
Additionally, if an enforceable obligation provides for an irrevocable commitment of property tax revenue and
where allocation of revenues is expected to occur over time, the Dissolution Act provides that a successor
agency may petition the DOF to provide written confirmation that its determination of such enforceable
obligation as approved in a Recognized Obligation Payment Schedule is final and conclusive, and reflects the
DOF’s approval of subsequent payments made pursuant to the enforceable obligation. If the confirmation is
granted by the DOF, then the DOF’s review of such payments in each future Recognized Obligation Payment
Schedule will be limited to confirming that they are required by the prior enforceable obligation.
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In order to ensure the timely payment of debt service on the Series 2017 Bonds, on or before each
February 1 following the Closing Date (or at such earlier time as may be required by the Dissolution Act), for
so long as any Bonds are outstanding, the Agency shall submit an Oversight Board-approved Recognized
Obligation Payment Schedule to the DOF and to the County Auditor-Controller that shall include, from the
first available Tax Revenues (subject to payments to the County for administrative expenses and to certain
taxing entities, as provided in the Indenture): (i) all debt service due on all Outstanding Parity Debt coming
due during the applicable ROPS Period (with one-half of such year’s debt service to be distributed from the
Redevelopment Property Tax Trust Fund on June 1 and the remainder of such year’s debt service to be
distributed from the Redevelopment Property Tax Trust Fund on January 2), and (ii) any amount required to
cure any deficiency in the Reserve Account pursuant to the Indenture or a reserve account established under
any Parity Debt Instrument (including any amounts required due to a draw on the Qualified Reserve Account
Credit Instrument).

The Agency covenants in the Indenture that it will comply with the requirements of the Dissolution
Act, including without limitation to file all required statements and seek all necessary approvals required under
the Dissolution Act to assure compliance by the Agency with its covenants under the Indenture. See
Appendix B.

Last and Final Recognized Obligation Payment Schedule

SB 107 amended the Dissolution Act to permit a successor agency to submit a Last and Final
Recognized Obligation Payment Schedule (a “Last and Final ROPS”) for approval by the oversight board and
the DOF if: (i) the successor agency’s only remaining debt is administrative costs and payments pursuant to
enforceable obligations with defined payment schedules, (ii) all remaining obligations have been previously
listed on a Recognized Obligation Payment Schedule and approved by the DOF, and (iii) the successor agency
is not a party to outstanding or unresolved litigation. The Last and Final ROPS must list the remaining
enforceable obligations of the successor agency in the following order: (A) enforceable obligations to be
funded from the Redevelopment Property Tax Trust Fund, (B) enforceable obligations to be funded from bond
proceeds or other legally or contractually dedicated or restricted funding sources, and (C) loans or deferrals
authorized for repayment to the city that created the redevelopment agency or the successor to the former
redevelopment agency’s housing functions and assets. The Last and Final ROPS must also include the total
outstanding obligation and a schedule of remaining payments for each enforceable obligation described in
(A) and (B) above, and the total outstanding obligation and an interest rate of 4%, for any loans or deferrals
listed pursuant to (C) above. The Last and Final ROPS shall also establish the maximum amount of
Redevelopment Property Tax Trust Funds to be distributed to the successor agency for each remaining fiscal
year until all obligations have been fully paid. DOF approval is required for any Last and Final ROPS to
become effective. The county auditor-controller shall also review the Last and Final ROPS and provide any
objection to the inclusion of any items or amounts to the DOF.

Successor agencies may only amend an approved Last and Final ROPS twice. Approval by the
oversight board and the DOF is required for any amendment to a Last and Final ROPS to become effective.
The DOF shall have 100 days to approve or deny a request for approval of an amendment to a Last and Final
ROPS. Each amended Last and Final ROPS approved by the DOF shall become effective in the subsequent
Redevelopment Property Tax Trust Fund distribution period. If an amended Last and Final ROPS is approved
less than 15 days before the date of the property tax distribution, the Last and Final ROPS shall not be
effective until the subsequent Redevelopment Property Tax Trust Fund distribution period. The Agency does
not intend to seek approval of a Last and Final ROPS.

Any revenues, interest, and earnings of the successor agency, including proceeds from the disposition
of real property, that are not authorized for use pursuant to the approved Last and Final ROPS shall be remitted
to the county auditor-controller for distribution to the affected taxing entities. A successor agency shall not
expend more than the amount approved for each enforceable obligation listed on the approved Last and Final
ROPS. The county auditor-controller shall no longer distribute property tax to the successor agency’s
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Redevelopment Property Tax Trust Fund once the aggregate amount of property tax allocated to the successor
agency equals the total outstanding obligation approved in the Last and Final ROPS. Commencing on the
effective date of the approved Last and Final ROPS, the successor agency shall not prepare or transmit annual
Recognized Obligation Payment Schedules.

After the Last and Final ROPS is approved by DOF, the county auditor-controller shall continue to
allocate moneys in the successor agency’s Redevelopment Property Tax Trust Fund pursuant to Section 34183
of the Dissolution Act; however, the county auditor-controller shall allocate such moneys in each fiscal period,
after deducting the county auditor-controller’s administrative costs, in the following order of priority: (A) pass
through payments pursuant to Section 34183(a)(1) of the Dissolution Act, (B) scheduled debt service payments
on tax allocation bonds listed and approved in the Last and Final ROPS, (C) scheduled payments on revenue
bonds listed and approved in the Last and Final ROPS, but only to the extent the revenues pledged for them are
insufficient to make the payments and only if the successor agency’s tax increment revenues were also pledged
for the repayment of bonds, (D) scheduled payments for debts and obligations listed and approved in the Last
and Final ROPS to be paid from the Redevelopment Property Tax Trust Fund, (E) payments listed and
approved on the Last and Final ROPS that were authorized but unfunded in prior periods, (F) repayment of
loans and deferrals to the city that created the redevelopment agency or the successor to the former
redevelopment agency’s housing functions and assets that are listed and approved on the Last and Final ROPS,
and (G) any moneys remaining in the Redevelopment Property Tax Trust Fund after the payments and
transfers described in (A) to (F), above, shall be distributed to taxing entities in accordance with
Section 34183(a)(4) of the Dissolution Act.

If the successor agency reports to the county auditor-controller that the total available amounts in the
Redevelopment Property Tax Trust Fund will be insufficient to fund the successor agency’s current or future
fiscal year obligations, and if the county auditor-controller concurs that there are insufficient funds to pay the
required obligations, the county auditor-controller may distribute funds pursuant to Section 34183(b) of the
Dissolution Act. See the caption “—Tax Increment Financing.”

Pass-Through Agreements

Prior to 1994, under the Law, a redevelopment agency could enter into an agreement to pay former tax
increment revenues to any affected taxing agency that has territory located within a redevelopment project in
an amount which in the redevelopment agency’s determination is appropriate to alleviate any financial burden
or detriment caused by the redevelopment project. These Pass-Through Agreements normally provided for
payment or pass-through of tax increment revenue directed to the affected taxing agency, and, therefore, are
commonly referred to as pass-through agreements or tax sharing agreements.

The Former Agency entered into two Pass-Through Agreements with certain taxing agencies with
respect to the Project Area, as noted below, and one of those Pass-Through Agreements was amended. These
Pass-Through Agreements are briefly summarized below. Except for the “County Agreement,” as described
under the caption “—The County Agreement,” Pass-Through Agreements are treated as senior to the
Series 2017 Bonds due to the pledge of Redevelopment Property Tax Trust Fund revenues granted to the
Series 2017 Bonds under the Indenture and to reflect the cash flow provisions set forth in Health and Safety
Code Section 34183(a)(1). Limitations upon payments to the Former Agency apply to the Agency following
dissolution of the Former Agency.

The County Agreement. The Former Agency entered into an agreement with the County of Riverside
(the “County”) dated as of December 15, 1987 (the “County Agreement”). The County Agreement provides:
(1) from the first $7,000,000 in tax increment revenues realized annually in respect to the Project Area, that
portion of the tax increment which would have been paid to the County had the Redevelopment Plan not been
adopted shall be allocated to the Former Agency; (2) during the effective life of the Redevelopment Plan, in
each Fiscal Year in which the tax increment revenues exceed $7,000,000, all of such excess, but not more than
$5,000,000 in any one year up to a maximum of $75,000,000 in the aggregate, shall be allocated to the County;
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and (3) all tax increment revenues in excess of that described under clauses (1) and (2) above shall be allocated
in equal portions to the Former Agency and the County. During 2007, the County unilaterally reduced the tax
increment revenues disbursed to the Former Agency based upon an amount which the County contended was
due to the County for two prior years because Tax Increment Revenues had exceeded $7,000,000 in 2003-04.
Payments under the County Agreement are subordinate to the Series 2017 Bonds.

The Flood Agreement. The Former Agency entered into an agreement with the Riverside County
Flood Control and Water Conservation District (“Flood”) and the City dated as of April 12, 1988 (the “Flood
Agreement”). The Flood Agreement provides: (1) commencing with fiscal year 1988-89 and continuing for
each fiscal year until the total annual tax increment revenue for a fiscal year is $12 million, the County
Auditor-Controller shall allocate to the Former Agency one hundred percent (100%) of tax increment revenues
that would have been paid to Flood had the Redevelopment Plan not been adopted (the “Flood Share”);
(2) commencing with the first fiscal year in which the total annual tax increment revenue is $12 million, fifty
percent (50%) of the Flood Share shall be disbursed to Flood by the County Auditor-Controller and fifty
percent (50%) is to be disbursed by the County Auditor-Controller to the Agency; and (3) it is the intent of the
parties to the Flood Agreement that over the effective life of the Redevelopment Plan, the cumulative amount
of the Flood Share paid to the Former Agency shall not exceed the cumulative total of amounts approved by
the Former Agency for certain improvements described in the Flood Agreement. Through Fiscal Year
2004-05, the Former Agency had received a cumulative total of $4,828,695 as the Flood Share. Total annual
Tax Increment exceeded $12 million in 2005-06. The Former Agency caused the amounts received as the
Flood Share to be expended for flood control facilities and improvements. Payments under the Flood
Agreement are senior to the Series 2017 Bonds.

For fiscal year 2016-17, Flood accounted for approximately 5.12% of Tax Increment Revenues from
the Project Area, see APPENDIX A—“FISCAL CONSULTANT’S REPORT.

Statutory Pass-Through Amounts

Assembly Bill 1290 (Chapter 942, Statutes of 1993) (“AB 12907), effective January 1, 1994,
eliminated the statutory authority for negotiated pass-through agreements and provided a formula for
mandatory tax sharing, applicable to projects adopted after January 1, 1994 or amended after that date to add
territory or make certain other amendments. These payments, which are to begin the fiscal year following the
year a redevelopment plan was adopted (if after January 1, 1994) or the fiscal year following the year that a
redevelopment plan’s original plan limitations would have taken effect (in the case of pre-1994 redevelopment
plans), are calculated using the increase in revenue less the amount of revenue generated by the project area in
the year that the redevelopment plan was adopted or the former limit would have been reached, as applicable.
Under the Dissolution Act, in particular Section 34183, the County Auditor-Controller is obligated to remit
these Statutory Pass-Through Amounts to the affected taxing entities from the Agency’s Redevelopment
Property Tax Trust Fund for each ROPS period.

The City and the Former Agency did not amend the Redevelopment Plan in a manner which would
have created an obligation to make payments of Statutory Pass-Through Amounts.

Section 33676 Election

Section 33676 of the Redevelopment Law used to allow taxing entities to elect to claim for themselves
(and thus exclude from tax increment revenues available to an agency) the portion of tax increment revenues
attributable to inflationary growth as determined under Section 110.1(f) of the Revenue and Taxation Code.
School districts and community college districts were directed by Section 33676 to make such election
pursuant to a specific procedure prior to adoption of any redevelopment plan or amendment, unless a tax
sharing agreement existed between the redevelopment agency and the taxing entity.
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In the case of Santa Ana Unified School District v. Orange County Development Agency, the State
Court of Appeals upheld the determination of a trial court that where the County of Orange had adopted a
redevelopment project in 1986 and a school district which served the project area had failed to submit a
resolution electing to receive a proportionate share of property tax revenues attributable to inflationary growth
as determined under Section 110.1(f) of the Revenue and Taxation Code, the school district should
nevertheless be deemed entitled to receive such revenues under Health and Safety Code Section 33676 as in
effect as of 1986. Section 33676 has been the subject of amendments both before and after 1986 but was in
substantially the same form between 1984 and 1993. In connection with the Redevelopment Plan, which was
adopted on December 29, 1987, the Agency has no agreement with the Moreno Valley Unified School District
(the “School District”), the Riverside Community College District or the Riverside Superintendent of Schools,
and none of those three entities submitted a resolution electing to receive payments under Health and Safety
Code Section 33676. If one or more of those entities were to receive additional moneys by virtue of the
principle set forth in the Santa Ana Unified School District case in connection with the Project Area, this
would reduce the Tax Revenues available to the Agency. In October 2007, the School District informed the
Agency that it had notified the County Auditor-Controller that it is electing to receive payments under the
Santa Ana Unified School District case prospectively.  However, no claim was made with respect to such
revenues. Given the passage of time, the projections of amounts payable under Pass-Through Agreements
(see, for example, Table 6 and Table 7 under the caption “THE PROJECT AREA—Projected Tax Revenues”)
do not include any payments based upon an election under Health and Safety Code Section 33676.

Limitation on Additional Indebtedness

Senior Obligations. Under the Indenture, the Agency has covenanted that it will not issue additional
bonds or incur additional obligations that are payable from moneys deposited in the Redevelopment Property
Tax Trust Fund on a senior basis to the Series 2017 Bonds.

However, debt service on the Senior Bonds will be payable from Tax Revenues senior to the
Series 2017 Bonds. See the caption “THE PROJECT AREA—Estimated Debt Service Coverage.”

Parity Debt. Section 34177.5(a) of the Dissolution Act presently permits successor agencies to issue
bonds or incur other indebtedness secured by property tax revenues comprised of former tax increment
revenues required by the Dissolution Act to be deposited into the respective Redevelopment Property Tax
Trust Fund for the applicable successor agency under limited circumstances, including to provide savings to
the successor agency, provided that (A) the total interest cost to maturity on the refunding bonds plus the
principal amount of the refunding bonds shall not exceed the total remaining interest cost to maturity on the
bonds or other indebtedness to be refunded plus the remaining principal of the bonds or other indebtedness to
be refunded, and (B) the principal amount of the refunding bonds or the indebtedness will not exceed the
amount required to defease the refunded bonds or other indebtedness, to establish customary debt service
reserves, and to pay related costs of issuance. If the foregoing conditions are satisfied, the initial principal
amount of the refunding bonds or indebtedness may be greater than the outstanding principal amount of the
bonds or other indebtedness to be refunded. The successor agency may pledge to the refunding bonds or other
indebtedness the revenues pledged to the bonds or other indebtedness being refunded, having the same lien
priority as the pledge of the bonds or other obligations to be refunded.

The Agency may issue Additional Bonds as Parity Debt under the Indenture, payable from the Tax
Revenues and secured by a lien and charge upon the Tax Revenues, equal to and on a parity with the lien and
charge securing the Outstanding Bonds theretofore issued under the Indenture including, without limitation,
the Series 2017 Bonds, for the purpose of refunding bonds or other indebtedness of the Agency or the Former
RDA (including, without limitation, refunding Bonds outstanding under the Indenture) in accordance with the
Law, subject to the following conditions precedent:
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(a) A Written Request of the Agency shall have been filed with the Trustee containing a
statement to the effect that the Agency shall be in compliance with all covenants set forth in the Indenture and
any Supplemental Indentures, and no Event of Default shall have occurred and be continuing.

(b) The issuance of tax allocation bonds of the Agency authorized and executed pursuant to the
Indenture and issued and delivered in accordance with the Indenture (“Additional Bonds™) shall have been
duly authorized pursuant to the Law and all applicable laws, and the issuance of such Additional Bonds shall
have been provided for by a Supplemental Indenture as defined in the Indenture; which shall specify the
following:

(1) The authorized principal amount of such Additional Bonds;

(i1) The date and maturity date or dates of such Additional Bonds; provided that
(i) Principal Payment Dates and Sinking Account Payment Dates may occur only on Interest Payment Dates,
and (ii) fixed serial maturities or mandatory Sinking Account Installments, or any combination thereof, shall
be established to provide for the retirement of all such Additional Bonds on or before their respective maturity
dates;

(ii1) The Interest Payment Dates for such Additional Bonds; provided that Interest
Payment Dates shall be on the same semiannual dates as the Interest Payment Dates for Series 2017 Bonds;

(iv) The denomination and method of numbering of such Additional Bonds;

v) The redemption premiums, if any, and the redemption terms, if any, for such
Additional Bonds;

(vi) The amount and due date of each mandatory Sinking Account Installment, if any, for
such Additional Bonds;

(vil)  The amount, if any, to be deposited from the proceeds of such Additional Bonds in
the Reserve Account; provided that the amount deposited in or credited to such Reserve Account shall be
increased at or prior to the time such Additional Bonds become Outstanding to an amount at least equal to the
Reserve Account Requirement on all then Outstanding Bonds and such Additional Bonds, and that an amount
at least equal to the Reserve Account Requirement on all Outstanding Bonds shall thereafter be maintained in
or credited to such Reserve Account;

(viii)  The form of such Additional Bonds; and

(ix) Such other provisions, as are necessary or appropriate and not inconsistent with the
Indenture.

(c) Such Additional Bonds may be issued only for the purpose of refunding bonds or other
indebtedness of the Agency or the Former Agency (including, without limitation, refunding Bonds outstanding
under the Indenture) in accordance with the Law, including payment of all costs incidental to or connected
with such refunding and funding or providing for the funding of related reserves, and the payment of all costs
incidental to or connected with such refunding, provided that the issuance of such Additional Bonds shall
comply with the terms of California Health and Safety Code Section 34177.5.

The Agency shall refund outstanding Senior Bonds on a parity with the Bonds only to the extent such
refunding would be permitted by Section 34177.5(a) of the Dissolution Act. Nothing contained in the
Indenture shall limit the issuance of any tax increment bonds or other obligations of the Agency secured by a
lien and charge on Tax Revenues junior to that of the Bonds.
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Subordinate Obligations. Nothing contained in the Indenture prevents the Agency from issuing
additional bonds or incurring other loans, advances or indebtedness payable from Tax Revenues on a
subordinate basis to the Series 2017 Bonds.

RESERVE POLICY PROVIDER
Assured Guaranty Municipal Corp.

AGM is a New York domiciled financial guaranty insurance company and an indirect subsidiary of
Assured Guaranty Ltd. (“AGL”), a Bermuda-based holding company whose shares are publicly traded and are
listed on the New York Stock Exchange under the symbol “AGO”. AGL, through its operating subsidiaries,
provides credit enhancement products to the U.S. and global public finance, infrastructure and structured
finance markets. Neither AGL nor any of its shareholders or affiliates, other than AGM, is obligated to pay
any debts of AGM or any claims under any insurance policy issued by AGM.

AGM’s financial strength is rated “AA” (stable outlook) by S&P Global Ratings, a business unit of
Standard & Poor’s Financial Services LLC (“S&P”), “AA+” (stable outlook) by Kroll Bond Rating Agency,
Inc. (“KBRA”) and “A2” (stable outlook) by Moody’s Investors Service, Inc. (“Moody’s”). Each rating of
AGM should be evaluated independently. An explanation of the significance of the above ratings may be
obtained from the applicable rating agency. The above ratings are not recommendations to buy, sell or hold
any security, and such ratings are subject to revision or withdrawal at any time by the rating agencies,
including withdrawal initiated at the request of AGM in its sole discretion. In addition, the rating agencies
may at any time change AGM’s long-term rating outlooks or place such ratings on a watch list for possible
downgrade in the near term. Any downward revision or withdrawal of any of the above ratings, the
assignment of a negative outlook to such ratings or the placement of such ratings on a negative watch list may
have an adverse effect on the market price of any security guaranteed by AGM. AGM only guarantees
scheduled principal and scheduled interest payments payable by the issuer of bonds insured by AGM on the
date(s) when such amounts were initially scheduled to become due and payable (subject to and in accordance
with the terms of the relevant insurance policy), and does not guarantee the market price or liquidity of the
securities it insures, nor does it guarantee that the ratings on such securities will not be revised or withdrawn.

Current Financial Strength Ratings. On June 26, 2017, S&P issued a research update report in
which it affirmed AGM’s financial strength rating of “AA” (stable outlook). AGM can give no assurance as to
any further ratings action that S&P may take.

On December 14, 2016, KBRA issued a financial guaranty surveillance report in which it affirmed
AGM’s insurance financial strength rating of “AA+” (stable outlook). AGM can give no assurance as to any
further ratings action that KBRA may take.

On August 8, 2016, Moody’s published a credit opinion affirming its existing insurance financial
strength rating of “A2” (stable outlook) on AGM. AGM can give no assurance as to any further ratings action

that Moody’s may take.

For more information regarding AGM’s financial strength ratings and the risks relating thereto, see
AGL’s Annual Report on Form 10-K for the fiscal year ended December 31, 2016.

Capitalization of AGM. At March 31, 2017:
. The policyholders’ surplus of AGM was approximately $2,204 million.
. The contingency reserves of AGM and its indirect subsidiary Municipal Assurance Corp.

(“MAC”) (as described below) were approximately $1,263 million. Such amount includes 100% of AGM’s
contingency reserve and 60.7% of MAC’s contingency reserve.
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. The net unearned premium reserves of AGM and its subsidiaries (as described below) were
approximately $1,349 million. Such amount includes (i) 100% of the net unearned premium reserves of AGM
and AGM’s wholly owned subsidiary Assured Guaranty (Europe) Ltd. and (ii) 60.7% of the net unearned
premium reserve of MAC.

The policyholders’ surplus of AGM and the contingency reserves and net unearned premium reserves
of AGM and MAC were determined in accordance with statutory accounting principles. The net unearned
premium reserves of Assured Guaranty (Europe) Ltd were determined in accordance with accounting
principles generally accepted in the United States of America.

Incorporation of Certain Documents by Reference. Portions of the following documents filed by
AGL with the Securities and Exchange Commission (the “SEC”) that relate to AGM are incorporated by
reference into this Official Statement and shall be deemed to be a part hereof:

(1) the Annual Report on Form 10-K for the fiscal year ended December 31, 2016 (filed by AGL
with the SEC on February 24, 2017); and

(i1) the Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2017 (filed by
AGL with the SEC on May 5, 2017).

All consolidated financial statements of AGM and all other information relating to AGM included in,
or as exhibits to, documents filed by AGL with the SEC pursuant to Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended, excluding Current Reports or portions thereof “furnished” under Item 2.02
or Item 7.01 of Form 8-K, after the filing of the last document referred to above and before the termination of
the offering of the Series 2017 Bonds shall be deemed incorporated by reference into this Official Statement
and to be a part hereof from the respective dates of filing such documents. Copies of materials incorporated by
reference are available over the internet at the SEC’s website at http://www.sec.gov, at AGL’s website at
http://www.assuredguaranty.com, or will be provided upon request to Assured Guaranty Municipal Corp.:
1633 Broadway, New York, New York 10019, Attention: Communications Department (telephone (212) 974-
0100). Except for the information referred to above, no information available on or through AGL’s website
shall be deemed to be part of or incorporated in this Official Statement.

Any information regarding AGM included herein under the caption “RESERVE POLICY
PROVIDER—Assured Guaranty Municipal Corp.” or included in a document incorporated by reference herein
(collectively, the “AGM Information™) shall be modified or superseded to the extent that any subsequently
included AGM Information (either directly or through incorporation by reference) modifies or supersedes such
previously included AGM Information. Any AGM Information so modified or superseded shall not constitute
a part of this Official Statement, except as so modified or superseded.

Miscellaneous Matters. AGM makes no representation regarding the Series 2017 Bonds or the
advisability of investing in the Series 2017 Bonds. In addition, AGM has not independently verified, makes no
representation regarding, and does not accept any responsibility for the accuracy or completeness of this
Official Statement or any information or disclosure contained herein, or omitted herefrom, other than with
respect to the accuracy of the information regarding AGM supplied by AGM and presented under the caption
“RESERVE POLICY PROVIDER.”

PROPERTY TAXATION IN CALIFORNIA
Property Tax Collection Procedures
Classification. In the State, property which is subject to ad valorem taxes is classified as “secured” or

“unsecured.” Secured and unsecured property is entered on separate parts of the assessment roll maintained by
county assessors. The secured classification includes property on which any property tax levied by a county
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becomes a lien on that property. A tax levied on unsecured property does not become a lien against the taxed
unsecured property, but may become a lien on certain other property owned by the taxpayer. Every tax which
becomes a lien on secured property has priority over all other liens on the secured property arising pursuant to
State law, regardless of the time of the creation of other liens. See the caption “RISK FACTORS—
Bankruptcy and Foreclosure” for certain limitations on the priority of secured tax liens under federal law,
however.

Generally, ad valorem taxes are collected by a county for the benefit of the various taxing agencies
(cities, schools and special districts) that share in the ad valorem tax (each, a taxing entity) and successor
agencies eligible to receive distributions from the respective Redevelopment Property Tax Trust Fund.

Collections. The method of collecting delinquent taxes is substantially different for secured and
unsecured property. Counties have four ways of collecting unsecured personal property taxes: (i) initiating a
civil action against the taxpayer; (i) filing a certificate in the office of the county clerk specifying certain facts
in order to obtain a judgment lien on certain property of the taxpayer; (iii) filing a certificate of delinquency for
record in the county recorder’s office to obtain a lien on certain property of the taxpayer; and (iv) seizing and
selling personal property, improvements or possessory interests belonging or assessed to the assessee. The
exclusive means of enforcing the payment of delinquent taxes with respect to property on the secured roll is
the sale of the property securing the taxes to the State for the amount of taxes which are delinquent.

Penalty. A 10% penalty is added to delinquent taxes which have been levied with respect to property
on the secured roll. In addition, property on the secured roll on which taxes are delinquent is declared in
default by operation of law and declaration of the tax collector on or about June 30 of each fiscal year. Such
property may thereafter be redeemed by payment of the delinquent taxes and a delinquency penalty, plus a
redemption penalty of 1.5% per month to the time of redemption. If taxes are unpaid for a period of five years
or more, the property is deeded to the State and then is subject to sale by the county tax collector. A 10%
penalty also applies to delinquent taxes with respect to property on the unsecured roll, and further, an
additional penalty of 1.5% per month accrues with respect to such taxes beginning on varying dates related to
the tax bill mailing date.

Delinquencies. The valuation of property is determined as of the January 1 lien date as equalized in
August of each year and equal installments of taxes levied upon secured property become delinquent on the
following December 10 and April 10. Taxes on unsecured property are due January 1 and become delinquent
August 31. While the County has adopted a Teeter Plan alternative method of collection and distribution of
taxes, it did not make the Teeter Plan available to redevelopment agencies, but has implemented internal
procedures that are similar in effect as to redevelopment project areas. See the caption “THE PROJECT
AREA—Levy and Collections.”

Supplemental Assessments. California Revenue and Taxation Code Section 75.70 provides for the
supplemental assessment and taxation of property as of the occurrence of a change of ownership or completion
of new construction. Prior to the enactment of this law, the assessment of such changes was permitted only as
of the next tax lien date following the change, which delayed the realization of increased property taxes from
the new assessments for up to 14 months. Revenue and Taxation Code Section 75.70 provides increased
revenue to the Redevelopment Property Tax Trust Fund to the extent that supplemental assessments of new
construction or changes of ownership occur within the boundaries of the Project Area subsequent to the
January 1 lien date. To the extent that such supplemental assessments occur within the Project Area, Tax
Revenues may increase. However, because supplemental assessments cannot be accurately projected, no
provision has been made by the Fiscal Consultant to reflect the impact of supplemental assessments on Tax
Revenues. See Appendix A.

Property Tax Administrative Costs. In 1990, the State Legislature enacted Senate Bill (“SB”) 2557

(Chapter 466, Statutes of 1990) which allows counties to charge for the cost of assessing, collecting and
allocating property tax revenues to local government jurisdictions in proportion to the tax-derived revenues
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allocated to each. SB 1559 (Chapter 697, Statutes of 1992) explicitly includes redevelopment agencies among
the jurisdictions which are subject to such charges. In addition, Sections 34182(e) and 34183(a) of the
Dissolution Act allow administrative costs of the County Auditor-Controller for the cost of administering the
provisions of the Dissolution Act, as well as the foregoing SB 1559 amounts, to be deducted from Tax
Revenues. The County’s total administrative charge for the Project Area, deducted from the Fiscal Year
2016-17 Redevelopment Property Tax Trust Fund allocation to the Agency, amounted to approximately 1.31%
of the total gross tax revenue allocation for such period. The Fiscal Consultant assumes that the County
property tax administration will continue to be annually charged at this percentage factor to the gross tax
revenue generated by the Project Area in subsequent fiscal years. See the projections set forth in the Fiscal
Consultant’s Report attached as Appendix A and under the caption “THE PROJECT AREA—Projected Tax
Revenues” herein.

Pass-Through Agreements. Prior to 1994, under the Redevelopment Law, a redevelopment agency
could enter into an agreement to pay tax increment revenues to any taxing agency that has territory located
within a redevelopment project in an amount which in the redevelopment agency’s determination was
appropriate to alleviate any financial burden or detriment caused by the redevelopment project. Such
agreements normally provide for payment or pass-through of tax increment revenue directed to the affected
taxing agency, and, therefore, are commonly referred to as pass-through agreements or tax sharing agreements.
The Agency’s agreements with affected taxing agencies are referred to herein as “Pass-Through Agreements.”
See the caption “SECURITY FOR THE SERIES 2017 BONDS—Pass-Through Agreements” for a discussion
of Pass-Through Agreements for the Project Area and the treatment of Pass-Through Agreements under the
Dissolution Act.

Statutory Pass-Through Amounts. The payment of Statutory Pass-Through Amounts results from:
(i) redevelopment plan amendments which add territory in existing project areas on or after January 1, 1994,
and (ii) redevelopment plan amendments which eliminate, extend or increase one or more limitations within a
redevelopment plan (such as the removal of the time limit on the establishment of loans, advances and
indebtedness). The calculation of the amount due to affected taxing entities is described in Sections 33607.5
and 33607.7 of the Redevelopment Law. See the caption “SECURITY FOR THE SERIES 2017 BONDS—
Tax Increment Financing—Tax Sharing.”

33676 Amounts. Certain successor agencies are required to pay certain inflationary increases in tax
increment revenues referred to herein as 33676 Amounts to certain educational taxing agencies. See the
caption “SECURITY FOR THE BONDS—Section 33676 Election” for a discussion of the Agency’s
obligation to pay 33676 Amounts. Also see the caption “SECURITY FOR THE SERIES 2017 BONDS—Tax
Increment Financing—Tax Sharing.”

Recognized Obligation Payment Schedule. The Dissolution Act provides that, commencing on the
date that the first Recognized Obligation Payment Schedule is valid, only those payments listed in the
Recognized Obligation Payment Schedule may be made by the Agency from the funds specified in the
Recognized Obligation Payment Schedule. Before each February 1, with respect to the following fiscal year,
the Dissolution Act requires successor agencies to prepare and submit to the successor agency’s oversight
board and the DOF for approval, a Recognized Obligation Payment Schedule pursuant to which enforceable
obligations (as defined in the Dissolution Act) of the successor agency are listed, together with the source of
funds to be used to pay for each enforceable obligation. Tax Revenues will not be distributed from the
Redevelopment Property Tax Trust Fund by the County Auditor-Controller to the Agency’s Redevelopment
Obligation Retirement Fund without a duly approved and effective Recognized Obligation Payment Schedule
obtained in sufficient time prior to each June 1 property tax distribution date. See the caption “SECURITY
FOR THE SERIES 2017 BONDS—Recognized Obligation Payment Schedule” and “RISK FACTORS—
Recognized Obligation Payment Schedule.” See also “SECURITY FOR THE SERIES 2017 BONDS—Last
and Final Recognized Obligation Payment Schedule” for a description of the Last and Final ROPS authorized
by the Dissolution Act pursuant to SB 107.

27



Unitary Property

Assembly Bill (“AB”) 2890 (Statutes of 1986, Chapter 1457) provides that, commencing with fiscal
year 1988-89, assessed value derived from State-assessed unitary property (consisting mostly of operational
property owned by utility companies) is to be allocated county-wide as follows: (i) each tax rate area will
receive the same amount from each assessed utility received in the previous fiscal year unless the applicable
county-wide values are insufficient to do so, in which case values will be allocated to each tax rate area on a
pro rata basis; and (ii) if values to be allocated are greater than in the previous fiscal year, each tax rate area
will receive a pro rata share of the increase from each assessed utility according to a specified formula.
Additionally, the lien date on State-assessed property was changed from March 1 to January 1.

AB 454 (Statutes of 1987, Chapter 921) further modified Chapter 1457 regarding the distribution of
tax revenues derived from property assessed by the State Board of Equalization. AB 454 provides for the
consolidation of all State-assessed property, except for regulated railroad property, into a single tax rate area in
each county. AB 454 further provides for a new method of establishing tax rates on State-assessed property
and distribution of property tax revenue derived from State-assessed property to taxing jurisdictions within
each county in accordance with a new formula. Railroads will continue to be assessed and revenues allocated
to all tax rate areas where railroad property is located. The intent of AB 2890 and AB 454 is to provide
redevelopment agencies with their appropriate share of revenue generated from property assessed by the State
Board of Equalization.

The Fiscal Consultant estimates the tax on unitary property to be allocated to the Agency at $212,542
for fiscal year 2017-18, based on the County’s actual unitary tax for fiscal year 2016-17.

Article XIITA of the State Constitution

On June 6, 1978, State voters approved an amendment (commonly known as Proposition 13 or the
Jarvis-Gann Initiative) which added Article XIIIA to the State Constitution. Article XIIIA limits the amount
of ad valorem taxes on real property to 1% of “full cash value” of such property, as determined by the county
assessor. Article XIIIA defines “full cash value” to mean “the county assessor’s valuation of real property as
shown on the State fiscal year 1975-76 tax bill under ‘full cash value,” or, thereafter, the appraised value of
real property when purchased, newly constructed, or a change in ownership has occurred after the 1975
assessment.” Furthermore, the “full cash value” of all real property may be increased to reflect the rate of
inflation, as shown by the consumer price index, not to exceed 2% per year, or may be reduced.

Article XIIIA has subsequently been amended to permit reduction of the “full cash value” base in the
event of declining property values caused by substantial damage, destruction or other factors, and to provide
that there would be no increase in the “full cash value” base in the event of reconstruction of property damaged
or destroyed in a disaster and in other special circumstances.

Article XIITA: (i) exempts from the 1% tax limitation taxes to pay debt service on: (a) indebtedness
approved by the voters prior to July 1, 1978; or (b) bonded indebtedness for the acquisition or improvement of
real property approved on or after July 1, 1978, by two-thirds of the votes cast by the voters voting on the
proposition; (ii) requires a vote of two-thirds of the qualified electorate to impose special taxes, or certain
additional ad valorem taxes; and (iii) requires the approval of two-thirds of all members of the State
Legislature to change any State tax laws resulting in increased tax revenues.

The validity of Article XIIIA has been upheld by both the State Supreme Court and the United States
Supreme Court.

In the general election held on November 4, 1986, voters of the State approved two measures,

Propositions 58 and 60, which further amended Article XIIIA. Proposition 58 amended Article XIIIA to
provide that the terms “purchase” and “change of ownership,” for the purposes of determining full cash value
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of property under Article XIIIA, do not include the purchase or transfer of: (1) real property between spouses;
and (2) the principal residence and the first $1,000,000 of other property between parents and children. This
amendment to Article XIIIA may reduce the rate of growth of local property tax revenues.

Proposition 60 amended Article XIIIA to permit the State Legislature to allow persons over the age of
55 who sell their residence and buy or build another of equal or lesser value within two years in the same
county to transfer the old residence assessed value to the new residence. As a result of the State Legislature’s
action, the growth of property tax revenues may decline.

Legislation enacted by the State Legislature to implement Article XIIIA provides that all taxable
property is shown at full assessed value as described above. In conformity with this procedure, all taxable
property value included in this Official Statement is shown at 100% of assessed value and all general tax rates
reflect the $1 per $100 of taxable value (except as noted). Tax rates for voter-approved bonded indebtedness
and pension liabilities are also applied to 100% of assessed value.

Appropriations Limitation — Article XIIIB

On November 6, 1979, State voters approved Proposition 4 (also known as the Gann Initiative), which
added Article XIIIB to the State Constitution. Article XIIIB limits the annual appropriations of the State and
its political subdivisions to the level of appropriations for the prior fiscal year, as adjusted for changes in the
cost of living, population and services rendered by the government entity. The “base year” for establishing
such appropriations limit is State fiscal year 1978-79, and the limit is to be adjusted annually to reflect changes
in population, consumer prices and certain increases in the cost of services provided by these public agencies.

Section 33678 of the Redevelopment Law provides that the allocation of taxes to a redevelopment
agency for the purpose of paying principal of, or interest on, loans, advances, or indebtedness is not deemed to
be the receipt by an agency of proceeds of taxes levied by or on behalf of an agency within the meaning of
Article XIIIB, nor will such portion of taxes be deemed receipt of proceeds of taxes by, or an appropriation
subject to the limitation of, any other public body within the meaning or for the purpose of the Constitution
and laws of the State, including Section 33678 of the Redevelopment Law. The constitutionality of
Section 33678 has been upheld in two State appellate court decisions. On the basis of these decisions, the
Agency does not believe that it is subject to Article XIIIB and has not adopted an appropriations limit.

Articles XIIIC and XIIID of the State Constitution

At the election held on November 5, 1996, Proposition 218 was passed by the voters of California.
The initiative added Articles XIIIC and XIIID to the State Constitution. Provisions in the two articles affect
the ability of local government to raise revenues. The Series 2017 Bonds are secured by sources of revenues
that are not subject to limitation by Proposition 218.

Proposition 87

On November 8, 1988, the voters of the State approved Proposition 87, which amended Article XVI,
Section 16 of the State Constitution to provide that property tax revenue attributable to the imposition of taxes
on property within a redevelopment project area for the purpose of paying debt service on certain bonded
indebtedness issued by a taxing entity (not the Former Agency or the Agency) and approved by the voters of
the taxing entity after January 1, 1989 will be allocated solely to the payment of such indebtedness, and not to
redevelopment agencies. SB 107, which became effective on September22, 2015, amended
Section 34183(a)(1) of the Dissolution Act to provide that such debt service override revenues approved by the
voters for the purpose of supporting pension programs or capital projects or programs related to the State
Water Project that are not pledged to or not needed for debt service on Agency debt will be allocated and paid
to the entity that levies the override. See “SECURITY FOR THE SERIES 2017 BONDS—General.”
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Redevelopment Plan Limits

In 1993, the State legislature passed AB 1290 which, among other things, required redevelopment
agencies to adopt time limits in each redevelopment plan specifying: (i) the last date to incur debt for a
redevelopment project; (ii) the last date to undertake redevelopment activity within a project area; (iii) the last
date to collect tax increment revenue from a project area to repay debt; and (iv) a limitation on the number of
dollars of taxes that could be allocated to the Former Agency from the applicable Project Area. See the
caption “THE PROJECT AREA.”

SB 107, which became effective September 22, 2015, amended the Dissolution Act to provide that the
time limits for receiving property tax revenues and the limitation on the amount of property tax revenues that
may be received by the Former Agency and the Agency set forth in the Redevelopment Plan are not effective
for purposes of paying the Agency’s enforceable obligations. Accordingly, the projections set forth in this
Official Statement and in the Fiscal Consultant’s Report attached to this Official Statement as Appendix A do
not take into account the time and financial limitations set forth in the Redevelopment Plan for the Project
Area. See the caption “THE PROJECT AREA—General.”

Appeals of Assessed Values

Pursuant to State law, a property owner may apply for a reduction of the property tax assessment for
such owner’s property by filing a written application, in a form prescribed by the State Board of Equalization,
with the appropriate county board of equalization or assessment appeals board.

In the County, a property owner desiring to reduce the assessed value of such owner’s property in any
one year must submit an application to the County Assessment Appeals Board (the “Appeals Board”).
Applications for any tax year must be submitted by November 30 of such tax year. Following a review of each
application by the staff of the County Assessor’s Office, the staff makes a recommendation to the Appeals
Board on each application which has not been rejected for incompleteness or untimeliness or withdrawn. The
Appeals Board holds a hearing and either reduces or confirms the assessment. The Appeals Board generally is
required to determine the outcome of appeals within two years of each appeal’s filing date. Any reduction in
the assessment ultimately granted applies only to the year for which application is made and during which the
written application is filed. The assessed value increases to its pre-reduction level for fiscal years following
the year for which the reduction application is filed. However, if the taxpayer establishes through proof of
comparable values that the property continues to be overvalued (known as “ongoing hardship”), the Assessor
has the power to grant a reduction not only for the year for which application was originally made, but also for
the then current year as well. Appeals for reduction in the “base year” value of an assessment, which generally
must be made within three years of the date of change in ownership or completion of new construction that
determined the base year, if successful, reduce the assessment for the year in which the appeal is taken and
prospectively thereafter. Moreover, in the case of any reduction in any one year of assessed value granted for
“ongoing hardship” in the then current year, and also in any cases involving stipulated appeals for prior years
relating to base year and personal property assessments, the property tax revenues from which Tax Revenues
are derived attributable to such properties will be reduced in the then current year. In practice, such a reduced
assessment may remain in effect beyond the year in which it is granted. See Appendix A for information
regarding the appeals pending with respect to the assessed valuations of the top ten property owners within the
Project Area.

Proposition 8
Proposition 8, approved in 1978 (California Revenue and Taxation Code Section 51(b)), provides for
the assessment of real property at the lesser of its originally determined (base year) full cash value

compounded annually by the inflation factor, or its full cash value as of the lien date, taking into account
reductions in value due to damage, destruction, obsolescence or other factors causing a decline in market
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value. Reductions pursuant to Proposition 8 may be initiated by the County Assessor or requested by the
property owner, and such reductions apply only to a single tax year.

After a roll reduction is granted pursuant to Proposition 8, the property is reviewed on an annual basis
to determine its full cash value and the valuation is adjusted accordingly. This may result in further reductions
or in value increases. Such increases must be in accordance with the full cash value of the property and may
exceed the maximum annual inflationary growth rate allowed on other properties under Article XIIIA of the
State Constitution. Once the property has regained its prior value, adjusted for inflation, it once again is
subject to the annual inflationary factor growth rate allowed under Article XIIIA.

The County Assessor has the ability to use Proposition 8 criteria to apply blanket reductions in
valuation to classes of property affected by particular negative economic conditions. The Agency is aware that
the County Assessor made such reductions to assessed values of residential property in the Project Area and
the City generally in recent fiscal years, a portion of which reductions have now been restored. The Fiscal
Consultant’s Report does not assume any future reductions in assessed valuations as a result of Proposition 8§,
but there can be no assurance that such reductions will not be made in the future. See the caption “THE
PROJECT AREA” for further information with respect to reductions in assessed value within the Project Area
in the last ten fiscal years.

Proposition 26

On November 2, 2010, California voters approved Proposition 26, the “Supermajority Vote to Pass
New Taxes and Fees Act.” Proposition 26 amended Article XIIIC of the State Constitution by adding an
expansive definition for the term “tax,” which previously was not defined under the State Constitution. Tax
Revenues securing the Series 2017 Bonds are derived from property taxes which are outside the scope of taxes,
which are limited by Proposition 26.

Future Initiatives

Articles XIIIA, XIIIB, XIIIC and XIIID to the State Constitution and certain other propositions
affecting property tax levies were each adopted as measures which qualified for the ballot pursuant to the
State’s initiative process. From time to time other initiative measures could be adopted, further affecting
Agency revenues or the Agency’s ability to expend revenues.

THE SUCCESSOR AGENCY TO THE
COMMUNITY REDEVELOPMENT AGENCY OF THE CITY OF MORENO VALLEY

The Former Agency was established by the City Council of the City and was activated by Ordinance
adopted by the City Council on February 29, 1972, pursuant to the Redevelopment Law. On June 29, 2011,
AB X1 26 was enacted as Chapter 5, Statutes of 2011, together with a companion bill, AB X1 27. A lawsuit
entitled California Redevelopment Association, et al. v. Matosantos, et al., was brought in the State Supreme
Court challenging the constitutionality of AB X1 26 and AB X1 27. In a published decision (53 Cal. 4th 231
(Dec. 29, 2011)), the State Supreme Court largely upheld AB X1 26, invalidated AB X1 27, and held that
AB X1 26 may be severed from AB X1 27 and enforced independently. As a result of AB X1 26 and the
decision of the State Supreme Court, as of February 1, 2012, all redevelopment agencies in the State, including
the Former Agency, were dissolved, and successor agencies were designated as successor entities to the former
redevelopment agencies to expeditiously wind down the affairs of the former redevelopment agencies.

On January 10, 2012, by Resolution No. 2012-04 and pursuant to Section 34173 of the Dissolution
Act, the City Council of the City confirmed its election to serve as the successor agency to the Former Agency.
Subdivision (g) of Section 34173 of the Dissolution Act, added by AB 1484, expressly affirms that the Agency
is a separate public entity from the City, that the two entities shall not merge and that the liabilities of the
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Former Agency will not be transferred to the City nor will the assets of the Former Agency become assets of
the City.

The Agency is governed by the five-member legislative body (the “Board”) which consists of the City
Council of the City. The Mayor acts as the Chair of the Board, the City Manager as its Executive Director, the
City Clerk as its Secretary and the Chief Financial Officer of the City as its Finance Director.

Agency Powers

All powers of the Agency are vested in the Board. Pursuant to the Dissolution Act, the Agency is a
separate public body from the City and successor to the organizational status of the Former Agency, but
without any legal authority to participate in redevelopment activities except to complete any work related to an
approved enforceable obligation. The Agency is tasked with expeditiously winding down the affairs of the
Former Agency pursuant to the procedures and provisions of the Dissolution Act. Under the Dissolution Act,
many Agency actions are subject to approval by the Oversight Board, as well as review by the DOF. The State
has strict laws regarding public meetings (known as the Ralph M. Brown Act) which generally make all Board
and Oversight Board meetings open to the public in a similar manner as City Council meetings.

Previously, Section 33675 of the Redevelopment Law required the Former Agency to file not later
than the first day of October of each year with the County Auditor a statement of indebtedness certified by the
chief fiscal officer of the Former Agency for each redevelopment plan which provides for the allocation of
taxes (i.e., the Redevelopment Plan). The statement of indebtedness was required to contain the date on which
the bonds were delivered, the principal amount, term, purposes and interest rate of the bonds and the
outstanding balance and amount due on the bonds. Similar information was required to be given for each loan,
advance or indebtedness that the Former Agency had incurred or entered into which is payable from tax
increment. Section 33675 also provided that payments of tax increment revenues from the County Auditor-
Controller to the Former Agency could not exceed the amounts shown on the Former Agency’s statement of
indebtedness. The Dissolution Act eliminates this requirement and provides that, commencing on the date that
the first Recognized Obligation Payment Schedule is valid thereunder, the Recognized Obligation Payment
Schedule supersedes the statement of indebtedness previously required under the Redevelopment Law, and
that, commencing on such date, the statement of indebtedness will no longer be prepared nor have any effect
under the Redevelopment Law. See the caption “SECURITY FOR THE SERIES 2017 BONDS—Recognized
Obligation Payment Schedule.”

THE PROJECT AREA

Under the Redevelopment Law, a city or county that activated a redevelopment agency was required
to adopt, by ordinance, a redevelopment plan for each redevelopment project to be undertaken by the
redevelopment agency. A redevelopment agency could only undertake those activities within a redevelopment
project specifically authorized in the adopted redevelopment plan. A redevelopment plan is a legal document,
the content of which is largely prescribed in the Redevelopment Law, rather than a “plan” in the customary
sense of the word. Each redevelopment plan originally included separate time and financial limitations
applicable to the Project Area. SB 107, which became effective September 22, 2015, amended the Dissolution
Act to provide that the time limits for receiving property tax revenues and the limitation on the amount of
property tax revenues that may be received by the Former Agency and the Agency set forth in the applicable
redevelopment plan are not effective for purposes of paying the Agency’s enforceable obligations.
Accordingly, the projections set forth in this Official Statement and in the Fiscal Consultant’s Report attached
to this Official Statement as Appendix A were prepared without regard to the time and financial limitations set
forth in the Redevelopment Plan for the Project Area. Also, the County Auditor-Controller will only deposit
revenues into the RPTTF after a Project Area reaches a plan limit set forth in the redevelopment plan if and to
the extent the Agency provides evidence that the revenues are needed to pay enforceable obligations. See
below under this caption for additional information regarding the Project Area, including information on land
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use, property ownership, assessed valuation and Tax Revenues generated within the Project Area. See the
caption “SECURITY FOR THE SERIES 2017 BONDS—Tax Revenues.”

General

The Agency adopted the Redevelopment Plan and the project area designated thereunder (the “Project
Area”) by Ordinance No. 87-154 on December 29, 1987. As defined under the Indenture, “Redevelopment
Plan” means the Redevelopment Plan for the Moreno Valley Redevelopment Project, together with any
amendments thereof at any time duly authorized pursuant to the Redevelopment Law. The Project Area
consists of approximately 4,676 acres and consists of commercial, industrial, housing and public land uses
including the City’s Civic Center. There are pockets of vacant land within the Project Area.

Project Area Characteristics

The County Auditor-Controller is responsible for the aggregation of the assessed values assigned by
the County Assessor for properties within the boundaries of the Project Area. The reported current year
Project Area assessed value, less the frozen Base Year assessed value, becomes the basis for determining the
computed gross property tax revenue allocable to the RPTTF. The reported assessed value of property within
the combined Project Area for fiscal year 2017-18 is as follows:

Fiscal Year
2017-18M % of Total
Secured Value $ 3,019,232,957 93.71%
Unsecured Value 202,765,913 6.29
Total Current Year Value $ 3,221,998,870 100.00%
Base Year Value 568,836,168 17.65
Incremental Value $ 2,653,162,702 82.35%

M Figures are rounded.
Source: County of Riverside and HAL Coren & Cone.
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Land Use
The following table illustrates the land use of property in the Project Area.

TABLE 1
PROJECT AREA
LAND USE STATISTICS
(Fiscal Year 2017-18)

Fiscal Year 2017-18

Land Use Parcels Net Taxable Value Percent of Total
Residential 6,545 $ 1,602,298,040 49.73%
Commercial 413 881,980,716 27.37
Industrial 59 384,957,324 11.95
Vacant 533 91,443,997 2.84
Miscellaneous 1 968,738 0.03
Recreational 7 39,046,803 1.21
Government Owned 2 1,387,073 0.04
Institutional 23 2,838,848 0.09
Exempt 173 0 0.00

Subtotal 7,756 $ 3,004,921,539 93.26%
Cross Reference Parcels $ 14,311,418 0.44%
Unsecured 202,765,913 6.29

Subtotal $ 217,077,331 6.74%
Total 7,756 $ 3,221,998,870 100.00%

Source: HdL Coren & Cone.
Ten Largest Taxpayers

The ten largest property taxpayers in the Project Area represent approximately 20.22% of the total
value in the Project Area for fiscal year 2017-18 and are comprised primarily of commercial, light industrial,
and residential land uses. When compared against the incremental assessed value of the Project Area, these ten
largest property taxpayers represent approximately 24.56% of the total incremental assessed value within the
Project Area.
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TABLE 2
PROJECT AREA
TOP TEN PROPERTY TAXPAYERS
(Fiscal Year 2017-18)

% of % of
Assessed Total Incremental

Property Uses Value Value Value

1 Western A West California LLC() Industrial/Manufacturing Buildings $ 159,642,240 4.95% 6.02%
2 Towngate On Memorial Apartments LLC ~ Residential Apartments 98,558,244 3.06 3.71
3 2250 Town Circle Holdings" Moreno Valley Mall Main Parcels 75,799,105 2.35 2.86
4 Day Street Owner LLC() Villas at Towngate Apartments 70,003,439 2.17 2.64
5  Brixton Alto Shopping Center) Towngate Shopping Center 46,675,781 1.45 1.76
6  Rancho Belago Apartments LLC Rancho Belago Apartment Homes 42,994,346 1.33 1.62
7  Overlook at Rancho Belago Development  Broadstone Overlook Apartments 41,361,000 1.28 1.56
8  BRE Paragon MF Alvista Towngate CA Alvista Towngate Apartments 41,066,914 1.27 1.55
9  Buckhead Cactus Commerce United Natural Foods - Processing 39,795,832 1.24 1.50
10 Liberty Properties LP Federal Mogul Tool Manufacturing 35.741.846 1.11 135

Total $ 651,638,747

Total Project Area Assessed Value
Project Area Incremental Assessed Value

$3,221,998,870 20.22%
$2,653,162,702 24.56%

(M Pending appeals; maximum potential aggregate reduction is approximately $126.5 million assessed value.
Source: County of Riverside and HdL Coren & Cone.

Western A West California LLC is the largest property taxpayer within the Project Area. The four
parcels owned by Western A West California LLC included several industrial and manufacturing buildings on
adjacent parcels.

Assessed Valuation

The following table sets forth the taxable assessed valuations for the Project Area and the incremental
taxable values for the last ten fiscal years. According to the County, the total assessed valuation of the Project
Area for fiscal year 2017-18 is $3,221,998,870.

TABLE 3
PROJECT AREA
ASSESSED VALUATIONS AND INCREMENTAL VALUES
(Fiscal Years 2007-08 to 2017-18)

Fiscal Year Ending Assessed Less: Base Value Over

June 30 Value Percent Change Year Value Base Year
2008 $2,608,666,928 N/A $568,836,168 $2,039,830,760
2009 2,850,831,464 9.28% 568,836,168 2,281,995,296
2010 2,572,281,943 -9.77 568,836,168 2,003,445,775
2011 2,451,148,803 -4.71 568,836,168 1,882,312,635
2012 2,397,152,798 -2.20 568,836,168 1,828,316,630
2013 2,391,348,604 -0.24 568,836,168 1,822,512,436
2014 2,467,941,062 3.20 568,836,168 1,899,104,894
2015 2,677,798,241 8.50 568,836,168 2,108,962,073
2016 2,860,980,938 6.84 568,836,168 2,292,144,770
2017 3,047,865,820 6.53 568,836,168 2,479,029,652
2018 3,221,998,870 5.71 568,836,168 2,653,162,702

Source: County of Riverside and HAL Coren & Cone.
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For projections of growth in incremental assessed valuation and Gross Tax Increment Revenues, see
the caption “—Projected Tax Revenues” below.

3

For information about assessment appeals, see the caption “—Assessment Appeals.”

Levy and Collections

The prior year allocation of tax increment revenues and the County Auditor-Controller’s distribution
of property taxes to the RPTTF are a reflection of actual property tax collections experienced within the
Project Area. Although the County did not make available to redevelopment agencies its adopted Alternative
Method of Distribution of Tax Levies and Collections and of Tax Sale Proceeds (known as the Teeter Plan), as
provided for in Section 4701 et seq. of the Revenue and Taxation Code of the State, under a longstanding
County policy, the County Auditor-Controller distributes 100% of property tax revenues allocated to each
successor agency within the County (including the Agency) without regard to delinquencies in the payment of
property taxes. As a result of this allocation method, the Agency receives no adjustments for redemption
payments on delinquent collections. The Agency does receive supplemental taxes. There can be no assurance
that the County Auditor Controller will not change its policies with respect to delinquencies in property tax
payments in the future.

If the County were to discontinue its longstanding policy with respect to the allocation of taxes to
successor agencies in the County, or otherwise make its Teeter Plan applicable to redevelopment project areas,
the receipt of property taxes would be subject to delinquencies.

Assessment Appeals

There are two basic types of assessment appeals provided for under California law. The first type of
appeal, commonly referred to as a base year assessment appeal, involves a dispute on the valuation assigned by
the County Assessor following a change in ownership or completion of new construction. If the base year
value assigned by the County Assessor is reduced, the valuation of the property cannot increase in subsequent
years more than 2% annually unless and until another change in ownership and/or additional new construction
activity occurs. The second type of appeal, commonly referred to as a Proposition 8 appeal, can result if
factors occur causing a decline in the market value of the property to a level below the property’s then current
taxable value. See the caption “PROPERTY TAXATION IN CALIFORNIA—Appeals of Assessed Values.”

Property taxable values determined by the County Assessor may be subject to an appeal by the
property owner. Assessment appeals are annually filed with the County Assessment Appeals Board for a
hearing and resolution. The resolution of an appeal may result in a reduction to the County Assessor’s original
taxable value and a tax refund to the property owner. A property owner can file for a regular assessment
appeal with the County between July 2 and November 30. Revenue and Taxation Code Section 1604 allows
up to two years for an assessment appeal to be decided. Three of the top ten taxpayers within the Project Area
have filed assessment appeals that are currently pending. Additional appeals to assessed values in the Project
Area may be filed from time to time in the future. The Agency cannot predict the extent of these appeals or
their likelihood of success.

The Fiscal Consultant researched the status of assessment appeals filed by property owners in the
Project Area based upon the latest information available from the County Appeals Board database through
July 20, 2017. The Fiscal Consultant’s estimates are based upon the historical averages of successful appeals
and amounts of value reductions. Actual appeals, reductions and refunds may vary from historical averages.
The Fiscal Consultant’s estimated reductions in values are reflected in its projections.
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The following table, showing appeal data for fiscal years 2012-13 through 2016-17, summarizes the
potential losses that are incorporated into the Fiscal Consultant’s projections:

TABLE 4
PROJECT AREA
ASSESSED VALUATION APPEALS
(Fiscal Years 2012-13 to 2016-17)

Estimated
No. of No. of No. of Est. No. of Reduction on
Total No. Resolved  Successful Average Appeals Value Under Pending Appeals Pending Appeals
of Appeals  Appeals Appeals Reduction  Pending Appeal Allowed Allowed
245 137 65 21.41% 108 $723,024,003 51 $73,449,549

Source: County of Riverside and HAL Coren & Cone.

The following table shows pending assessment appeals of top ten taxpayers within the Project Area as
of July 20, 2017.

TABLE 5
PROJECT AREA
PENDING ASSESSED VALUATION APPEALS
AMONG PROJECT AREA TOP TEN PROPERTY TAXPAYERS

Fiscal Year No. of Enrolled Value Owner Opinion Max. Potential

Taxpayer Appealed Parcels Under Appeal of Value Value Loss
Western A West California LLC 2016-17 1 $ 93,472,000 $ 72,500,000 $ 20,972,000
2250 Town Circle Holdings 2015-16 1 61,082,083 0 61,082,083
Day Street Owner LLC 2015-16 1 46,730,966 23,304,830 23,426,136
Brixton Alto Shopping Center 2016-17 1 2,381,727 1,500,000 881,727
Rancho Belago Apartments LLC 2016-17 1 42,132,875 25,280,000 16,852,875
Liberty Properties LP 2015-16 1 34.514.680 24,427,084 10,087,596
Total $ 280,840,678 $ 154,384,830 $ 126,455,848

Source: County of Riverside and HAL Coren & Cone.

Tax refunds payable from resolved appeals (to the extent applicants are not delinquent in their
property tax payments) are deducted by the County Auditor-Controller from current year gross property taxes
before the County’s allocation to the RPTTF. The Fiscal Consultant’s estimated tax refund based on pending
appeals shown in the above tables is reflected in the projections of Tax Revenues set forth in Tables 6 and 7
under the caption “THE PROJECT AREA—Projected Tax Revenues.”

Actual resolution of appeals are determined by a number of factors including vacancy and rental rates,
circumstances of hardship and other real estate comparables, all of which are unique to the individual
assessment. Therefore, actual reductions, if any, may be higher or lower than the reductions incorporated in
the Fiscal Consultant’s projections. An appeal may be withdrawn by the applicant, the Appeals Board may
deny or modify the appeal at hearing or by stipulation, or the final value may be adjusted to an amount other
than the stated opinion of value. See the caption “—Assessed Valuation” above for a summary of historical
assessed property valuations in the Project Area. For more information about appeals and the Fiscal
Consultant’s assumptions, see the Fiscal Consultant’s Report attached to this Official Statement as
Appendix A.
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Projected Tax Revenues

The following Table 6 shows the current and projected valuation of taxable property in the Project
Area and the projected Tax Revenues. Table 6 assumes the assessed value of property within the Project Area
will grow at a rate of 2% per year. Such projections are estimates only and no assurance can be given that such
projections will be achieved. For a discussion of certain matters that will or could cause reductions in the Tax
Revenues available in future years, see the captions “PROPERTY TAXATION IN CALIFORNIA” and “RISK
FACTORS.”
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Estimated Debt Service Coverage

The following table sets forth the debt service and coverage ratio for the Series 2017 Bonds, assuming

taxable values are increased for inflation at 2% for fiscal year 2017-18 and annually thereafter. There can be
no assurance that such projected Tax Revenues will be realized. Such projections assume the issuance of the
Series 2017 Bonds and the redemption of the Refunded Bonds. For a discussion of certain matters that will or
could cause reductions in the Tax Revenues available in future years, see the captions “PROPERTY
TAXATION IN CALIFORNIA” and “RISK FACTORS.”

Year Ending
June 30

2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038

Tax Revenues
Before Senior

Bonds®

$24,238,563
24,302,230
24,815,509
25,339,054
25,873,069
26,417,766
26,973,356
27,540,057
28,118,093
28,707,690
29,309,078
29,922,494
30,548,179
31,186,377
31,837,339
32,501,321
33,178,582
33,869,388
34,574,011
35,292,726
36,025,815

(M Tax Revenues prior to debt service payments on the Senior Bonds. See Table 6.

TABLE 8

PROJECT AREA

Senior Bonds
Debt Service

$1,282,371
1,281,873
1,282,921
1,280,554
254,949
254,359

SO DD DD DD ODOODODODODO O

Series 2017
Bonds Debt

Service?

$1,331,078

1,506,881
1,506,881
1,506,881
1,506,881
1,506,881
1,506,881
2,901,881
3,496,081
3,493,831
3,491,581
3,489,081
3,486,081
3,647,331
3,649,331
3,649,331
3,647,981
3,648,931
3,652,031
3,652,969
3,650,625

Combined Senior
Bonds and
Series 2017 Bond
Debt Service®

$2,613,450
2,788,754
2,789,803
2,787,435
1,761,830
1,761,240
1,506,881
2,901,881
3,496,081
3,493,831
3,491,581
3,489,081
3,486,081
3,647,331
3,649,331
3,649,331
3,647,981
3,648,931
3,652,031
3,652,969
3,650,625

@ Series 2017 Bonds debt service shown on a bond year commencing August 2 in the Fiscal Year.
3 Numbers may not add due to rounding.
Source: HdL Coren & Cone and Stifel Nicolaus & Company, Incorporated.
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ESTIMATED DEBT SERVICE COVERAGE — ASSUMES VALUE GROWTH

Debt Service
Coverage On
Senior Bonds and
Series 2017 Bonds

9.27x
8.71
8.90
9.09
14.69
15.00
17.90
9.49
8.04
8.22
8.39
8.58
8.76
8.55
8.72
8.91
9.10
9.28
9.47
9.66
9.87



The following table sets forth the debt service and coverage ratio for the Series 2017 Bonds assuming
no growth in total assessed valuation of property within the Project Area.

TABLE 9
PROJECT AREA
ESTIMATED DEBT SERVICE COVERAGE - ASSUMES NO VALUE GROWTH
Combined Debt Service
Tax Revenues Series 2017 Senior Bonds and Coverage On
Year Ending Before Senior Senior Bonds Bonds Series2017 Bonds  Senior Bonds and
June 30 Bonds® Debt Service  Debt Service® Debt Service® Series 2017 Bonds
2018 $24,238,563 $1,282,371 $1,331,078 $2,613,450 9.27x
2019 23,803,992 1,281,873 1,506,381 2,788,754 8.54
2020 23,803,992 1,282,921 1,506,381 2,789,803 8.53
2021 23,803,992 1,280,554 1,506,881 2,787,435 8.54
2022 23,803,992 254,949 1,506,881 1,761,830 13.51
2023 23,803,992 254,359 1,506,881 1,761,240 13.52
2024 23,803,992 0 1,506,881 1,506,881 15.80
2025 23,803,992 0 2,901,881 2,901,881 8.20
2026 23,803,992 0 3,496,081 3,496,081 6.81
2027 23,803,992 0 3,493,831 3,493,831 6.81
2028 23,803,992 0 3,491,581 3,491,581 6.82
2029 23,803,992 0 3,489,081 3,489,081 6.82
2030 23,803,992 0 3,486,081 3,486,081 6.83
2031 23,803,992 0 3,647,331 3,647,331 6.53
2032 23,803,992 0 3,649,331 3,649,331 6.52
2033 23,803,992 0 3,649,331 3,649,331 6.52
2034 23,803,992 0 3,647,981 3,647,981 6.53
2035 23,803,992 0 3,648,931 3,648,931 6.52
2036 23,803,992 0 3,652,031 3,652,031 6.52
2037 23,803,992 0 3,652,969 3,652,969 6.52
2038 23,803,992 0 3,650,625 3,650,625 6.52

(M Tax Revenues prior to debt service payments on the Senior Bonds. See Table 7.

@ Series 2017 Bonds debt service shown on a bond year commencing August 2 in the Fiscal Year.
&) Numbers may not add due to rounding.

Source: HdL Coren & Cone and Underwriter.

RISK FACTORS

The following information should be considered by prospective investors in evaluating the Series 2017
Bonds. However, the following does not purport to be an exhaustive listing of risks and other considerations
which may be relevant to investing in the Series 2017 Bonds. In addition, the order in which the following
information is presented is not intended to reflect the relative importance of any such risks.

Reduction in Taxable Value

Tax Revenues allocated to the Redevelopment Property Tax Trust Fund are determined by the amount
of incremental taxable value in the Project Area and the current rate or rates at which property in the Project
Area is taxed. The reduction of taxable values of property in the Project Area caused by economic factors
beyond the Agency’s control, such as relocation out of the Project Area by one or more major property owners,
sale of property to a non-profit corporation exempt from property taxation or the complete or partial
destruction of such property caused by, among other eventualities, earthquake or other natural disaster, could
cause a reduction in the Tax Revenues that provide for the repayment of and secure the Series 2017 Bonds.
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Such reduction in Tax Revenues could have an adverse effect on the Agency’s ability to make timely payments
of principal of and interest on the Series 2017 Bonds.

As described in greater detail under the caption “PROPERTY TAXATION IN CALIFORNIA—
Article XIIIA of the State Constitution,” Article XIIIA provides that the full cash value base of real property
used in determining taxable value may be adjusted from year to year to reflect the inflation rate, not to exceed
a 2% increase for any given year, or may be reduced to reflect a reduction in the consumer price index,
comparable local data or any reduction in the event of declining property value caused by damage, destruction
or other factors (as described above). Such measure is computed on a calendar year basis. Any resulting
reduction in the full cash value base over the term of the Series 2017 Bonds could reduce Tax Revenues
securing the Series 2017 Bonds.

In addition to the other limitations on and required application under the Dissolution Act of Tax
Revenues on deposit in the Redevelopment Property Tax Trust Fund, as described in this Official Statement,
the State electorate or Legislature could adopt a constitutional or legislative property tax reduction with the
effect of reducing Tax Revenues allocated to the Redevelopment Property Tax Trust Fund and available to the
Agency. Although the federal and State Constitutions include clauses generally prohibiting the Legislature’s
impairment of contracts, there are also recognized exceptions to these prohibitions. There is no assurance that
the State electorate or Legislature will not at some future time approve additional limitations that could reduce
the Tax Revenues and adversely affect the source of repayment and security of the Series 2017 Bonds.

Concentration of Ownership

The ten largest property taxpayers in the Project Area, based upon the fiscal year 2016-17 locally
assessed tax roll reported by the County Assessor, owned approximately 20.04% of the total Project Area
value and approximately 24.64% of the total incremental assessed value within the Project Area. See the
Fiscal Consultant’s Report attached to this Official Statement as Appendix A. Concentration of ownership
presents a risk in that if one or more of the largest property owners were to default on their taxes, or were to
successfully appeal the tax assessments on property within the Project Area, a substantial decline in Tax
Revenues could result. See the caption “THE PROJECT AREA—Ten Largest Taxpayers” for more
information about these ten largest property taxpayers and see the caption “THE PROJECT AREA—
Assessment Appeals” for information as to pending appeals of tax assessments.

Risks to Real Estate Market

The Agency’s ability to make payments on the Series 2017 Bonds is dependent upon the economic
strength of the Project Area. The general economy of the Project Area is subject to all of the risks generally
associated with urban real estate markets. Real estate prices and development may be adversely affected by
changes in general economic conditions, fluctuations in the real estate market and interest rates, unexpected
increases in development costs, the supply of or demand for competitive properties in such area, the market
value of property in the event of sale or foreclosure and other similar factors. Furthermore, real estate
development within the Project Area could be adversely affected by limitations of infrastructure or future
governmental policies, including governmental policies to restrict or control development, changes in real
estate tax rates and other operating expenses, zoning laws and laws relating to threatened and endangered
species and hazardous materials and fiscal policies, as well as natural disasters (including, without limitation,
earthquakes, wildfires and floods), which may result in uninsured losses. In addition, if there is a decline in
the general economy of the Project Area, the owners of property within the Project Area may be less able or
less willing to make timely payments of property taxes or may petition for reduced assessed valuation causing
a delay or interruption in the receipt of Tax Revenues by the Agency from the Project Area.

Because assessed values do not necessarily indicate fair market values, the declines in fair market

values in recent years may have been even greater than the declines in assessed valuations, although it is also
possible that market values could be greater than assessed valuations at any given time. No assurance can be
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given that the individual parcel owners will pay property taxes in the future or that they will be able to pay
such taxes on a timely basis. See the caption “—Bankruptcy and Foreclosure” for a discussion of certain
limitations on the City’s ability to pursue judicial proceedings with respect to delinquent parcels.

Reduction in Inflation Rate

As described in greater detail above, Article XIIIA of the State Constitution provides that the full cash
value of real property used in determining taxable value may be adjusted from year to year to reflect the rate of
inflation, not to exceed a 2% increase for any given year, or may be reduced to reflect a reduction in the
consumer price index or comparable local data. Such measure is computed on a calendar year basis. Because
Article XIITA limits inflationary assessed value adjustments to the lesser of the actual inflationary rate or 2%,
there have been years in which the assessed values were adjusted by actual inflationary rates, which were less
than 2%. The State Board of Equalization directed county assessors to use 1.998%, 1.525% and 2.000% as the
inflation factors for purposes of preparing the Fiscal Year 2015-16, 2016-17 and 2017-18 tax rolls,
respectively.

The Agency is unable to predict if any adjustments to the full cash value of real property within the
Project Area, whether an increase or a reduction, will be realized in the future.

Levy and Collection of Taxes

The Agency has no independent power to levy or collect property taxes. Any reduction in the tax rate
or the implementation of any constitutional or legislative property tax decrease could reduce the Tax
Revenues, and accordingly, could have an adverse impact on the security for and the ability of the Agency to
repay the Series 2017 Bonds.

Likewise, delinquencies in the payment of property taxes by the owners of land in the Project Area,
and the impact of bankruptcy proceedings on the ability of taxing agencies to collect property taxes, could
have an adverse effect on the Agency’s ability to make timely payments on the Series 2017 Bonds. As
discussed under the caption “PROPERTY TAXATION IN CALIFORNIA—Property Tax Collection
Procedures—Delinquencies,” while the County did not make its adopted “Teeter Plan” alternative method for
collection of taxes available to redevelopment agencies within the County, the County Auditor-Controller,
nevertheless, pursuant to a longstanding policy, distributes property tax revenues as to redevelopment project
areas and successor agencies without regard to delinquencies. See the caption “THE PROJECT AREA—Levy
and Collections.” If the County were to discontinue its longstanding policy and, as well, not adopt a Teeter
Plan applicable to redevelopment project areas, the receipt of property taxes would be subject to delinquencies.
Any reduction in Tax Revenues, regardless of the reason, could have an adverse effect on the Agency’s ability
to pay the principal of and interest on the Series 2017 Bonds.

State Budget Issues

AB X1 26 and AB 1484 were enacted by the State Legislature and Governor as trailer bills necessary
to implement provisions of the State’s budget acts for its fiscal years 2011-12 and 2012-13, respectively, as
efforts to address structural deficits in the State general fund budget. In general terms, these bills implemented
a framework to transfer cash assets previously held by redevelopment agencies to cities, counties, and special
districts to fund core public services, with assets transferred to schools offsetting State general fund costs.

SB 107, which made extensive amendments to the Dissolution Act, was enacted following the
adoption of the fiscal year 2015-16 Budget, after having initially been presented as AB 113, a trailer bill to the
fiscal year 2015-16 Budget. SB 107 changed the process for submitting Recognized Obligation Payment
Schedules from a six-month to an annual process, authorizes successor agencies to submit and obtain DOF
approval of a Last and Final ROPS to govern all remaining payment obligations of the successor agency,
altered the provisions governing the distribution of Redevelopment Property Tax Trust Fund moneys
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attributable to pension and State Water Project tax rate overrides, and eliminated the impact of financial and
time limitations in redevelopment plans for purposes of paying enforceable obligations, among other changes
to the Dissolution Act. These statutory amendments impact the manner in which successor agencies claim
Redevelopment Property Tax Trust Fund moneys for enforceable obligations and, for some successor agencies,
impacts the amount of Redevelopment Property Tax Trust Fund moneys that will be available for payment of
the successor agency’s enforceable obligations.

There can be no assurance that additional legislation will not be enacted in the future to additionally
implement provisions relating to the State budget or otherwise that may affect successor agencies or tax
increment revenues, including Tax Revenues.

Information about the State budget and State spending is available at various State maintained
websites. Text of the fiscal year 2017-18 Budget and other documents related to the State budget may be
found at the website of the State Department of Finance, www.dof.ca.gov. A nonpartisan analysis of the
budget is posted by the Legislative Analyst’s Office at www.lao.ca.gov. In addition, various State official
statements, many of which contain a summary of the current and past State budgets may be found at the
website of the State Treasurer, www.treasurer.ca.gov.

None of the websites or webpages referenced above is in any way incorporated into this Official
Satement. They are cited for informational purposes only. The Agency makes no representation whatsoever
asto the accuracy or completeness of any of the information on such websites.

Recognized Obligation Payment Schedule

The Dissolution Act provides that, commencing on the date that the first Recognized Obligation
Payment Schedule is valid thereunder, only those obligations listed in the Recognized Obligation Payment
Schedule may be paid by the Agency from the funds specified in the Recognized Obligation Payment
Schedule. Before each February 1, with respect to the following fiscal year, the Dissolution Act requires
successor agencies to prepare and submit to the successor agency’s oversight board and the DOF for approval,
a Recognized Obligation Payment Schedule pursuant to which enforceable obligations (as described under the
caption “SECURITY FOR THE SERIES 2017 BONDS—Recognized Obligation Payment Schedule”) of the
successor agency are listed, together with the source of funds to be used to pay for each enforceable obligation.
Tax Revenues will not be distributed from the Redevelopment Property Tax Trust Fund by the County
Auditor-Controller to the Agency’s Redevelopment Obligation Retirement Fund without a duly approved and
effective Recognized Obligation Payment Schedule obtained in sufficient time prior to the June 1 property tax
distribution date. See the caption “SECURITY FOR THE SERIES 2017 BONDS—Recognized Obligation
Payment Schedule” and “PROPERTY TAXATION IN CALIFORNIA—Property Tax Collection
Procedures—Recognized Obligation Payment Schedule.” In the event that the Agency fails to file a
Recognized Obligation Payment Schedule with respect to a fiscal year, the availability of Tax Revenues to the
Agency could be adversely affected for such period.

In the event that a successor agency fails to submit to the DOF an oversight board-approved
Recognized Obligation Payment Schedule complying with the provisions of the Dissolution Act within five
business days of the date upon which the Recognized Obligation Payment Schedule is to be used to determine
the amount of property tax allocations, the DOF may determine if any amount should be withheld by the
applicable county auditor-controller for payments for enforceable obligations from distribution to taxing
entities pursuant to clause (iv) below, pending approval of a Recognized Obligation Payment Schedule. Upon
notice provided by the DOF to the county auditor-controller of an amount to be withheld from allocations to
taxing entities, the county auditor-controller must distribute to taxing entities any moneys in the
Redevelopment Property Tax Trust Fund in excess of the withholding amount set forth in the notice, and the
county auditor-controller must distribute withheld funds to the successor agency only in accordance with a
Recognized Obligation Payment Schedule when and as approved by the DOF.
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Typically, under the Redevelopment Property Tax Trust Fund distribution provisions of the
Dissolution Act, the county auditor-controller is to distribute funds for each six-month period in the following
order specified in Section 34183 of the Dissolution Act:

(1) First, to each local agency and school entity, to the extent applicable, amounts required for
pass-through payments that such entity would have received under provisions of the Redevelopment Law, as
those provisions read on January 1, 2011, including pursuant to the Statutory Pass-Through Amounts. Pension
or State Water Project override revenues that are not pledged to or not needed for debt service on Agency debt
will be allocated and paid to the entity that levies the override;

(i1) Second, to the Agency for payments listed in its Recognized Obligation Payment Schedule;

(iii) Third, to the Agency for the administrative cost allowance, as defined in the Dissolution Act;
and

@iv) Fourth, the remainder is distributed to the taxing entities in an amount proportionate to such
taxing entity’s share of property tax revenues in the tax rate area in such fiscal year (without adjustment for
pass-through obligations).

If the Agency does not submit an Oversight Board-approved Recognized Obligation Payment
Schedule within five business days of the date upon which the Recognized Obligation Payment Schedule is to
be used to determine the amount of property tax allocations and the DOF does not provide a notice to the
County Auditor-Controller to withhold funds from distribution to taxing entities, amounts in the
Redevelopment Property Tax Trust Fund for such fiscal year would be distributed to taxing entities pursuant to
clause (iv) above.

Additionally, in the event Redevelopment Property Tax Trust Fund moneys are insufficient to pay all
pass-through amounts and enforceable obligations, the County Auditor-Controller will disburse moneys to
taxing agencies for pass-through payments prior to disbursing any moneys to the Agency for debt service on
the Series 2017 Bonds or other enforceable obligations, unless the Agency has complied with the procedures
set forth in Section 34177.5(c) of the Dissolution Act to subordinate such pass-through payments to the
Series 2017 Bonds. The City and the Former Agency did not amend the Redevelopment Plan in a manner
which would have created an obligation to make payments of statutory pass-through obligations. See the
caption “SECURITY FOR THE SERIES 2017 BONDS — Statutory Pass-Through Amounts.” The Agency
has not taken the required actions to subordinate the 33676 Amounts to the Series 2017 Bonds and therefore
the 33676 Amounts, as well as payments under the Flood Agreement, are senior to debt service on the
Series 2017 Bonds. See the caption “SECURITY FOR THE SERIES 2017 BONDS—Tax Increment
Financing—Tax Sharing.”

The Agency covenants in the Indenture that it will comply with all of the requirements of the
Redevelopment Law and the Dissolution Act, including without limitation to file all required statements and
seek all necessary approvals required under the Dissolution Act to assure compliance by the Agency with its
covenants under the Indenture.

Further, the Agency covenants in the Indenture to take all actions required under the Dissolution Act
to include: (i) scheduled debt service on the Series 2017 Bonds and any Parity Debt and any amount required
under the Indenture to replenish the Reserve Account established hereunder or the reserve account established
under any Parity Debt Instrument, and (ii) amounts due to under any insurance or surety bond agreement, in
Recognized Obligation Payment Schedules for each ROPS Period so as to enable the County Auditor-
Controller to distribute from the Redevelopment Property Tax Trust Fund to the Agency’s Redevelopment
Obligation Retirement Fund on each January 2 and June 1 amounts required for the Agency to pay principal of,
and interest on, the Series 2017 Bonds coming due in the respective ROPS Period, as well as the other amounts
set forth above.
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In order to accomplish the foregoing, on or before each February 1 (or at such earlier time as may be
required by the Dissolution Act), for so long as any Bonds are outstanding, the Agency shall submit an
Oversight Board-approved Recognized Obligation Payment Schedule to the DOF and to the County Auditor-
Controller that shall include, from the first available Tax Revenues (subject to prior payments described in the
Indenture): (i) all debt service due on all Outstanding Parity Debt coming due during the applicable ROPS
Period (with one-half of such year’s debt service to be distributed from the Redevelopment Property Tax Trust
Fund on June 1 and the remainder of such year’s debt service to be distributed from the Redevelopment
Property Tax Trust Fund on January 2), and (ii) any amount required to cure any deficiency in the Reserve
Account pursuant to the Indenture or a reserve account established under any Parity Debt Instrument
(including any amounts required due to a draw on the Qualified Reserve Account Credit Instrument). See
Appendix B.

The Dissolution Act also imposes certain penalties in the event that the Agency does not timely
submit a Recognized Obligation Payment Schedule for each fiscal year. Specifically, a Recognized Obligation
Payment Schedule must be submitted by the Agency, after approval by the Oversight Board, to the County
Administrative Officer, the County Auditor-Controller, the DOF and the State Controller by February 1 in
each year with respect to the following Fiscal Year. If the Agency does not submit an Oversight
Board-approved Recognized Obligation Payment Schedule by such deadline, the City will be subject to a civil
penalty equal to $10,000 per day for every day that the schedule is not submitted. Additionally, the Agency’s
administrative cost allowance will be reduced by 25% for any fiscal year for which the Agency does not
submit an Oversight Board-approved Recognized Obligation Payment Schedule within 10 days of the
February 1 deadline. If the Agency fails to submit a Recognized Obligation Payment Schedule by the
February 1 deadline, any creditor of the Agency or DOF or any affected taxing entity shall have standing to,
and may request a writ of mandate to, require the Agency to immediately perform this duty. For additional
information regarding procedures under the Dissolution Act relating to late Recognized Obligation Payment
Schedules and implications thereof on the Series 2017 Bonds, see the caption “SECURITY FOR THE
SERIES 2017 BONDS—Recognized Obligation Payment Schedule.”

Last and Final Recognized Obligation Payment Schedule

SB 107 amended the Dissolution Act to permit certain successor agencies with limited remaining
obligations to submit a Last and Final ROPS for approval by the oversight board and DOF. The Last and Final
ROPS must list the remaining enforceable obligations of the successor agency, including the total outstanding
obligation amount and a schedule of remaining payments for each enforceable obligation. The Last and Final
ROPS shall also establish the maximum amount of Redevelopment Property Tax Trust Funds to be distributed
to the successor agency for each remaining fiscal year until all obligations have been fully paid.

Any revenues, interest, and earnings of the successor agency, including proceeds from the disposition
of real property, that are not authorized for use pursuant to the approved Last and Final ROPS shall be remitted
to the county auditor-controller for distribution to the affected taxing entities. A successor agency shall not
expend more than the amount approved for each enforceable obligation listed on the approved Last and Final
ROPS and once the successor agency has received Redevelopment Property Tax Trust Fund moneys equal to
the amount of the total outstanding obligations approved in the Last and Final ROPS, the county auditor-
controller will not allocate further Redevelopment Property Tax Trust Fund moneys to the successor agency.

Successor agencies may only amend an approved Last and Final ROPS twice. If the Agency prepares
and obtains DOF approval of a Last and Final ROPS and subsequently amends the Last and Final ROPS two
times, the Agency may be unable to make unexpected or unscheduled reserve deposits or payments due to
AGM or other Parity Debt.

See the caption “SECURITY FOR THE SERIES 2017 BONDS—Last and Final Recognized

Obligation Payment Schedule” for a discussion of the requirements for a Last and Final Recognized Obligation
Payment Schedule and the mechanics for allocation of Redevelopment Property Tax Trust Fund moneys
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pursuant to an approved Last and Final Recognized Obligation Payment Schedule. The Agency does not
currently intend to seek approval of a Last and Final ROPS.

Parity and Subordinate Debt

The Indenture permits the issuance by the Agency of certain refunding indebtedness which may have
a lien upon the Tax Revenues on parity with the lien of the Series 2017 Bonds. While the Senior Bonds have a
lien on Tax Revenues senior to that of the Series 2017 Bonds, the Agency has covenanted not to issue any
additional obligations with a lien on former tax increment revenues senior to the lien of the Series 2017 Bonds.
See the caption “SECURITY FOR THE SERIES 2017 BONDS—Limitations on Additional Indebtedness” for
a description of the conditions precedent to issuance of such additional obligations. The Indenture does not
limit the issuance of tax allocation bonds or other indebtedness secured by a pledge of tax increment revenues
subordinate to the pledge of Tax Revenues securing the Series 2017 Bonds.

Challenges to Dissolution Act

Several successor agencies, cities and other entities have filed judicial actions challenging the legality
of various provisions of the Dissolution Act. One such challenge is an action filed on August 1, 2012, by
Syncora Guarantee Inc. and Syncora Capital Assurance Inc. (collectively, “Syncora”) against the State, the
State Controller, the State Director of Finance, and the Auditor-Controller of Riverside County on his own
behalf and as the representative of all other County Auditors in the State (Superior Court of the State of
California, County of Sacramento, Case No. 34-2012-80001215). Syncora is a monoline financial guaranty
insurer domiciled in the State of New York and has provided bond insurance and other related insurance
policies for bonds issued by former California redevelopment agencies.

The complaint alleged that the Dissolution Act, and specifically the “Redistribution Provisions”
thereof (i.e., California Health and Safety Code sections 34172(d), 34174, 34177(d), 34183(a)(4), and 34188)
violate the “contract clauses” of the United States and California Constitutions (U.S. Const. art. 1, §10, cl.1;
Cal. Const. art. 1, §9) because they unconstitutionally impair the contracts among the former redevelopment
agencies, bondholders and Syncora. The complaint also alleged that the Redistribution Provisions violate the
“Takings Clauses” of the United States and California Constitutions (U.S. Const. amend. V; Cal Const. art. 1
§19) because they unconstitutionally take and appropriate bondholders’ and Syncora’s contractual right to
critical security mechanisms without just compensation.

After hearing by the Sacramento County Superior Court on May 3, 2013, the Superior Court ruled that
Syncora’s constitutional claims based on contractual impairment were premature. The Superior Court also
held that Syncora’s takings claims, to the extent based on the same arguments, were also premature. Pursuant
to a Judgment stipulated to by the parties, the Superior Court on October 3, 2013, entered its order dismissing
the action. The Judgment, however, provides that Syncora preserves its rights to reassert its challenges to the
Dissolution Act in the future. The Agency does not guarantee that any reassertion of challenges by Syncora or
that the final results of any of the judicial actions brought by others challenging the Dissolution Act will not
result in an outcome that may have a material adverse effect on the Agency’s ability to timely pay debt service
on the Series 2017 Bonds.

Bankruptcy and Foreclosure

The payment of the property taxes from which Tax Revenues are derived and the ability of the County
to foreclose the lien of a delinquent unpaid tax may be limited by bankruptcy, insolvency or other laws
generally affecting creditors’ rights (such as the Soldiers’ and Sailors’ Relief Act of 1940 discussed below) or
by the laws of the State relating to judicial foreclosure. In addition, the prosecution of a foreclosure action
could be delayed due to crowded local court calendars or delays in the legal process. The various legal
opinions to be delivered concurrently with the delivery of the Series 2017 Bonds (including Bond Counsel’s
approving legal opinions) will be qualified as to the enforceability of the various legal instruments by
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bankruptcy, insolvency, reorganization, moratorium, or other similar laws affecting creditors’ rights, by the
application of equitable principles and by the exercise of judicial discretion in appropriate cases.

Although bankruptcy proceedings would not cause the liens to become extinguished, bankruptcy of a
property owner could result in a delay in prosecuting superior court foreclosure proceedings because federal
bankruptcy laws may provide for an automatic stay of foreclosure and sale of tax sale proceedings. Such delay
would increase the possibility of delinquent tax installments not being paid in full and thereby increase the
likelihood of a delay or default in payment of the principal of and interest on the Series 2017 Bonds.
Moreover, if the value of the subject property is less than the lien of property taxes, such excess could be
treated as an unsecured claim by the bankruptcy court. Further, should remedies be exercised under the federal
bankruptcy laws, payment of property taxes may be subordinated to bankruptcy law priorities. Thus, certain
claims may have priority over property taxes in a bankruptcy proceeding even though they would not outside
of a bankruptcy proceeding.

In addition, the United States Bankruptcy Code might prevent moneys on deposit in the
Redevelopment Obligation Retirement Fund from being applied to pay interest on the Series 2017 Bonds
and/or to redeem Bonds if bankruptcy proceedings were brought by or against a landowner and if the court
found that such landowner had an interest in such moneys within the meaning of Section 541(a)(1) of the
United States Bankruptcy Code.

Other laws generally affecting creditors’ rights or relating to judicial foreclosure may affect the ability
to enforce payment of property taxes or the timing of enforcement thereof. For example, the Soldiers and
Sailors Civil Relief Act of 1940 affords protections such as a stay in enforcement of the foreclosure covenant,
a six-month period after termination of military service to redeem property sold to enforce the collection of a
tax or assessment and a limitation on the interest rate on the delinquent tax or assessment to persons in military
service if a court concludes that the ability to pay such taxes or assessments is materially affected by reason of
such service.

As discussed under the caption “PROPERTY TAXATION IN CALIFORNIA—Property Tax
Collection Procedures—Delinquencies,” while the County has not applied to the Agency its adopted “Teeter
Plan” alternative method for collection of taxes, under a longstanding policy the County Auditor — Controller
distributes property taxes as to redevelopment project area and successor agencies in the County (including the
Successor Agency) without regard to delinquencies. See the caption “THE PROJECT AREA—Levy and
Collections.”

Estimated Revenues

In estimating that Tax Revenues will be sufficient to pay debt service on the Series 2017 Bonds, the
Agency has made certain assumptions with regard to present and future assessed valuation in the Project Area,
future tax rates and percentage of taxes collected. The Agency believes these assumptions to be reasonable,
but there is no assurance that these assumptions will be realized. To the extent that the assessed valuation and
the tax rates are less than expected, the Tax Revenues available to pay debt service on the Series 2017 Bonds
will be less than those projected and such reduced Tax Revenues may be insufficient to provide for the
payment of principal of, premium (if any) and interest on the Series 2017 Bonds.

Hazardous Substances
While governmental taxes, assessments, and charges are a common claim against the value of a
taxable parcel, other less common claims may be relevant. One example is a claim with regard to a hazardous

substance.

The presence of hazardous substances on a parcel may result in a reduction in the value of a parcel. In
general, the owners and operators of a taxable parcel may be required by law to remedy conditions of the
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parcel relating to releases or threatened releases of hazardous substances. The federal Comprehensive
Environmental Response, Compensation and Liability Act of 1980, sometimes referred to as “CERCLA” or
the “Superfund Act,” is the most well-known and widely applicable of these laws, but State and local laws
with regard to hazardous substances are also stringent and similar. Under many of these laws, the owner (or
operator) is obligated to remedy a hazardous substance condition of property whether or not the owner (or
operator) has anything to do with creating or handling the hazardous substance. The effect, therefore, should
any of the taxable parcels be affected by a hazardous substance is to reduce the marketability and value of the
parcel by the costs of remedying the condition, because the purchaser, upon becoming owner, will become
obligated to remedy the condition just as is the seller. Further, such liabilities may arise not simply from the
existence of a hazardous substance but from the method of handling it. All of these possibilities could
significantly affect the value of the property that is realizable upon a delinquency and foreclosure.

Further, it is possible that liabilities may arise in the future with respect to any of the taxable parcels
resulting from the existence, currently, on the parcel of a substance presently classified as hazardous but which
has not been released or the release of which is not presently threatened, or may arise in the future resulting
from the existence, currently, on the parcel of a substance not presently classified as hazardous but which may
in the future be so classified. Further, such liabilities may arise not only from the existence of a hazardous
substance but from the method of handling it. All of these possibilities could significantly affect the value of a
taxable parcel that is realizable upon a delinquency.

Natural Disasters

Natural disasters, including floods, high winds, wildfires, landslides and earthquakes, could damage
improvements and/or property in the Project Area, or impair the ability of landowners within the Project Area
to develop their properties or to pay property taxes.

Several active fault zones lie within Southern California. No known earthquake fault crosses the
Project Area; however, the nearest known fault to the City is the San Jacinto Fault, the most historically active
fault zone in Southern California. The San Jacinto Fault crosses the southwest corner of the City and is outside
the Project Area. Since 1986, there have been eight notable earthquakes in Southern California, each having a
magnitude of five or greater on the Richter Scale. None of these resulted in injury or damage in the City. The
City is within Seismic Zone 4 of the 1997 Uniform Building Code. According to the Division of Mines and
Geology, the San Jacinto Fault is the only active fault in the City. Seismic activity also can occur on
previously undetected faults. In the event of a significant earthquake, substantial damage could occur to the
property within the Project Area.

If an earthquake were to substantially damage or destroy taxable property within the Project Area, the
assessed valuation of such property would be reduced. Such a reduction of assessed valuations could result in
a reduction of the Tax Revenues that secure the Series 2017 Bonds.

The property within the Project Area may also be at risk from other events of force majeure, such as
damaging storms, floods, high winds, wildfires, landslides, fires and explosions, strikes, sabotage, riots and
spills of hazardous substances, among other events. The Agency cannot predict what force majeure events
may occur in the future.

Changes in the Law
There can be no assurance that the State electorate will not at some future time adopt initiatives or that
the State Legislature will not enact legislation that will amend the Dissolution Act, the Redevelopment Law or

other laws or the Constitution of the State resulting in a reduction of Tax Revenues, which could have an
adverse effect on the Agency’s ability to pay debt service on the Series 2017 Bonds.
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Investment Risk

Funds held under the Indenture are required to be invested in Permitted Investments as provided under
the Indenture. See Appendix B for a summary of the definition of Permitted Investments. The funds and
accounts of the Agency, into which a portion of the proceeds of the Series 2017 Bonds will be deposited and
into which Tax Revenues are deposited, may be invested by the Agency in any investment authorized by law.
All investments, including the Permitted Investments and those authorized by law from time to time for
investments by municipalities, contain a certain degree of risk. Such risks include, but are not limited to, a
lower rate of return than expected and loss or delayed receipt of principal. See also the caption “—Bankruptcy
and Foreclosure.”

Secondary Market

There can be no guarantee that there will be a secondary market for the Series 2017 Bonds, or, if a
secondary market exists, that the Series 2017 Bonds can be sold for any particular price. Although the Agency
has committed to provide certain financial and operating information on an annual basis, there can be no
assurance that such information will be available to Owners of the Series 2017 Bonds on a timely basis. See
the caption “CONCLUDING INFORMATION—Continuing Disclosure” and Appendix G. Any failure to
provide annual financial information, if required, does not give rise to monetary damages but merely an action
for specific performance. Occasionally, because of general market conditions or because of adverse history or
economic prospects connected with a particular issue, secondary marketing practices in connection with a
particular issue are suspended or terminated. Additionally, prices of issues for which a market is being made
will depend upon the then prevailing circumstances. Such prices could be substantially different from the
original purchase price.

No Validation Proceeding Undertaken

Code of Civil Procedure Section 860 authorizes public agencies to institute a process, otherwise
known as a “validation proceeding,” for purposes of determining the validity of a resolution or any action
taken pursuant thereto. Section 860 authorizes a public agency to institute validation proceedings in cases
where another statute authorizes its use. Relevant to the Series 2017 Bonds, Government Code Section 53511
authorizes a local agency to “bring an action to determine the validity of its bonds, warrants, contracts,
obligations or evidences of indebtedness.” Pursuant to Code of Civil Procedure Section 870, a final favorable
judgment issued in a validation proceeding shall, notwithstanding any other provision of law, be forever
binding and conclusive, as to all matters therein adjudicated or which could have been adjudicated, against all
persons: “The judgment shall permanently enjoin the institution by any person of any action or proceeding
raising any issue as to which the judgment is binding and conclusive.”

The Agency has not undertaken or endeavored to undertake any validation proceeding in connection
with the issuance of the Series 2017 Bonds. The Agency and Bond Counsel have relied on the provisions of
AB 1484 authorizing the issuance of the Series 2017 Bonds and specifying the related deadline for any
challenge to the Series 2017 Bonds to be brought. Specifically, Section 34177.5(e) of the Dissolution Act
provides that notwithstanding any other law, an action to challenge the issuance of bonds (such as the
Series 2017 Bonds), the incurrence of indebtedness, the amendment of an enforceable obligation, or the
execution of a financing agreement authorized under Section 34177.5, must be brought within 30 days after the
date on which the oversight board approves the resolution of the successor agency approving such financing.
Such challenge period expired with respect to the Series 2017 Bonds and the Oversight Board Resolution on
June 18, 2017.

It is possible that the definition of Tax Revenues could be affected by changes in law or judicial
decisions relating to the dissolution of redevelopment agencies. However, any action by a court to invalidate
provisions of the Dissolution Act required for the timely payment of principal of, and interest on, the
Series 2017 Bonds could be subject to issues regarding unconstitutional impairment of contracts and
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unconstitutional taking without just compensation. The Agency believes this constitutional provision would
provide some protection against the adverse consequences upon the Agency and the availability of Tax
Revenues for the payment of debt service on the Series 2017 Bonds in the event of successful challenges to the
Dissolution Act or portions thereof. However, the Agency provides no assurance that any other lawsuit
challenging the Dissolution Act or portions thereof will not result in an outcome that may have a detrimental
effect on the Agency’s ability to timely pay debt service on the Series 2017 Bonds.

Bonds Are Limited Obligations

Neither the faith and credit nor the taxing power of the Agency (except to the limited extent set forth
in the Indenture), the City, the State or any political subdivision thereof is pledged to the payment of the
Series 2017 Bonds. The Series 2017 Bonds are special obligations of the Agency; and, except as provided in
the Indenture, they are payable solely from Tax Revenues. Tax Revenues could be insufficient to pay debt
service on the Series 2017 Bonds as a result of delinquencies in the payment of property taxes or the
insufficiency of proceeds derived from the sale of land within the Agency following a delinquency in the
payment of the applicable property taxes. As discussed under the caption “PROPERTY TAXATION IN
CALIFORNIA—Property Tax Collection Procedures—Delinquencies,” while the County has not applied to
redevelopment project areas its adopted a “Teeter Plan” alternative method for collection of taxes, it has
implemented internal procedures that are similar in effect as to redevelopment project areas and successor
agencies. See the caption “THE PROJECT AREA—Levy and Collections.” The Agency has no obligation to
pay debt service on the Series 2017 Bonds in the event of insufficient Tax Revenues, except to the extent that
money is available for such purpose in the Redevelopment Obligation Retirement Fund, the Tax Increment
Fund and the Reserve Account.

Limitations on Remedies

Remedies available to the Owners of the Series 2017 Bonds may be limited by a variety of factors and
may be inadequate to assure the timely payment of principal of and interest on the Series 2017 Bonds or to
preserve the tax-exempt status of the Series 2017 Bonds.

Bond Counsel has limited its opinion as to the enforceability of the Series 2017 Bonds and of the
Indenture to the extent that enforceability may be limited by bankruptcy, insolvency, reorganization, fraudulent
conveyance or transfer, moratorium or other similar laws affecting generally the enforcement of creditors’
rights, by equitable principles and by the exercise of judicial discretion. The lack of availability of certain
remedies or the limitation of remedies may entail risks of delay, limitation or modification of the rights of the
Owners.

Enforceability of the rights and remedies of the Owners of the Series 2017 Bonds, and the obligations
incurred by the Agency, may become subject to the United States Bankruptcy Code and applicable bankruptcy,
insolvency, reorganization, moratorium or similar laws relating to or affecting the enforcement of creditors’
rights generally, now or hereafter in effect, equity principles which may limit the specific enforcement under
State law of certain remedies, the exercise by the United States of America of the powers delegated to it by the
federal Constitution, the reasonable and necessary exercise, in certain exceptional situations, of the police
powers inherent in the sovereignty of the State and its governmental bodies in the interest of serving a
significant and legitimate public purpose and the limitations on remedies against governmental entities in the
State. See the caption “—Bankruptcy and Foreclosure.”

TAX MATTERS
In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Agency (“Bond Counsel”),
based upon an analysis of existing laws, regulations, rulings and court decisions, and assuming, among other

matters, the accuracy of certain representations and compliance with certain covenants, interest on the
Series 2017 Bonds is excluded from gross income for federal income tax purposes under Section 103 of the
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Internal Revenue Code of 1986 (the “Code”) and is exempt from State of California personal income taxes.
Bond Counsel is of the further opinion that interest on the Series 2017 Bonds is not a specific preference item
for purposes of the federal individual or corporate alternative minimum taxes, although Bond Counsel
observes that such interest is included in adjusted current earnings when calculating corporate alternative
minimum taxable income. A complete copy of the proposed form of opinion of Bond Counsel is set forth in
Appendix C hereto.

To the extent the issue price of any maturity of the Series 2017 Bonds is less than the amount to be
paid at maturity of such Series 2017 Bonds (excluding amounts stated to be interest and payable at least
annually over the term of such Series 2017 Bonds), the difference constitutes “original issue discount,” the
accrual of which, to the extent properly allocable to each Beneficial Owner thereof, is treated as interest on the
Series 2017 Bonds which is excluded from gross income for federal income tax purposes and State of
California personal income taxes. For this purpose, the issue price of a particular maturity of the Series 2017
Bonds is the first price at which a substantial amount of such maturity of the Series 2017 Bonds is sold to the
public (excluding bond houses, brokers, or similar persons or organizations acting in the capacity of
underwriters, placement agents or wholesalers). The original issue discount with respect to any maturity of the
Series 2017 Bonds accrues daily over the term to maturity of such Series 2017 Bonds on the basis of a constant
interest rate compounded semiannually (with straight-line interpolations between compounding dates). The
accruing original issue discount is added to the adjusted basis of such Series 2017 Bonds to determine taxable
gain or loss upon disposition (including sale, redemption, or payment on maturity) of such Series 2017 Bonds.
Beneficial Owners of the Series 2017 Bonds should consult their own tax advisors with respect to the tax
consequences of ownership of Series 2017 Bonds with original issue discount, including the treatment of
Beneficial Owners who do not purchase such Series 2017 Bonds in the original offering to the public at the
first price at which a substantial amount of such Series 2017 Bonds is sold to the public.

Series 2017 Bonds purchased, whether at original issuance or otherwise, for an amount higher than
their principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium Bonds”) will
be treated as having amortizable bond premium. No deduction is allowable for the amortizable bond premium
in the case of bonds, like the Premium Bonds, the interest on which is excluded from gross income for federal
income tax purposes. However, the amount of tax-exempt interest received, and a Beneficial Owner’s basis in
a Premium Bond, will be reduced by the amount of amortizable bond premium properly allocable to such
Beneficial Owner. Beneficial Owners of Premium Bonds should consult their own tax advisors with respect to
the proper treatment of amortizable bond premium in their particular circumstances.

The Code imposes various restrictions, conditions and requirements relating to the exclusion from
gross income for federal income tax purposes of interest on obligations such as the Series 2017 Bonds. The
Agency has made certain representations and covenanted to comply with certain restrictions, conditions and
requirements designed to ensure that interest on the Series 2017 Bonds will not be included in federal gross
income. Inaccuracy of these representations or failure to comply with these covenants may result in interest on
the Series 2017 Bonds being included in gross income for federal income tax purposes, possibly from the date
of original issuance of the Series 2017 Bonds. The opinion of Bond Counsel assumes the accuracy of these
representations and compliance with these covenants. Bond Counsel has not undertaken to determine (or to
inform any person) whether any actions taken (or not taken), or events occurring (or not occurring), or any
other matters coming to Bond Counsel’s attention after the date of issuance of the Series 2017 Bonds may
adversely affect the value of, or the tax status of interest on, the Series 2017 Bonds. Accordingly, the opinion
of Bond Counsel is not intended to, and may not, be relied upon in connection with any such actions, events or
matters.

Although Bond Counsel is of the opinion that interest on the Series 2017 Bonds is excluded from
gross income for federal income tax purposes and is exempt from State of California personal income taxes,
the ownership or disposition of, or the accrual or receipt of amounts treated as interest on, the Series 2017
Bonds may otherwise affect a Beneficial Owner’s federal, state or local tax liability. The nature and extent of
these other tax consequences depends upon the particular tax status of the Beneficial Owner or the Beneficial
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Owner’s other items of income or deduction. Bond Counsel expresses no opinion regarding any such other tax
consequences.

Current and future legislative proposals, if enacted into law, clarification of the Code or court
decisions may cause interest on the Series 2017 Bonds to be subject, directly or indirectly, in whole or in part,
to federal income taxation or to be subject to or exempted from state income taxation, or otherwise prevent
Beneficial Owners from realizing the full current benefit of the tax status of such interest. The introduction or
enactment of any such legislative proposals or clarification of the Code or court decisions may also affect,
perhaps significantly, the market price for, or marketability of, the Series 2017 Bonds. Prospective purchasers
of the Series 2017 Bonds should consult their own tax advisors regarding the potential impact of any pending
or proposed federal or state tax legislation, regulations or litigation, as to which Bond Counsel is expected to
express no opinion.

The opinion of Bond Counsel is based on current legal authority, covers certain matters not directly
addressed by such authorities, and represents Bond Counsel’s judgment as to the proper treatment of the
Series 2017 Bonds for federal income tax purposes. It is not binding on the Internal Revenue Service (“IRS”)
or the courts. Furthermore, Bond Counsel cannot give and has not given any opinion or assurance about the
future activities of the Agency, or about the effect of future changes in the Code, the applicable regulations, the
interpretation thereof or the enforcement thereof by the IRS. The Agency has covenanted, however, to comply
with the requirements of the Code.

Bond Counsel’s engagement with respect to the Series 2017 Bonds ends with the issuance of the
Series 2017 Bonds, and, unless separately engaged, Bond Counsel is not obligated to defend the Agency or the
Beneficial Owners regarding the tax-exempt status of the Series 2017 Bonds in the event of an audit
examination by the IRS. Under current procedures, parties other than the Agency and their appointed counsel,
including the Beneficial Owners, would have little, if any, right to participate in the audit examination process.
Moreover, because achieving judicial review in connection with an audit examination of tax-exempt bonds is
difficult, obtaining an independent review of IRS positions with which the Agency legitimately disagrees, may
not be practicable. Any action of the IRS, including but not limited to selection of the Series 2017 Bonds for
audit, or the course or result of such audit, or an audit of bonds presenting similar tax issues may affect the
market price for, or the marketability of, the Series 2017 Bonds, and may cause the Agency or the Beneficial
Owners to incur significant expense.

CONCLUDING INFORMATION
Underwriting

The Series 2017 Bonds are being purchased by Stifel, Nicolaus & Company, Incorporated (the
“Underwriter”) pursuant to a Bond Purchase Agreement, dated August 23, 2017 (the “Purchase Agreement”),
by and between the Underwriter and the Agency. The Underwriter has agreed to purchase the Series 2017
Bonds at a price of $41,467,745.40 (being the aggregate principal amount thereof, plus a net original issue
premium of $3,674,222.85 and less an Underwriter’s discount of $251,477.45). The Purchase Agreement
provides that the Underwriter will purchase all of the Series 2017 Bonds if any are purchased. The obligation
to make such purchase is subject to certain terms and conditions set forth in the Purchase Agreement, the
approval of certain legal matters by counsel and certain other conditions.

The initial public offering prices stated on the inside front cover page of this Official Statement may
be changed from time to time by the Underwriter. The Underwriter may offer and sell the Series 2017 Bonds
to certain dealers (including dealers depositing Bonds into investment trusts), dealer banks, banks acting as
agents and others at prices lower than said public offering prices.
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Municipal Advisor

Fieldman Rolapp & Associates, Irvine, California, has served as municipal advisor (“Municipal
Advisor”) to the Agency in connection with the Series 2017 Bonds. The Municipal Advisor is not obligated to
undertake, and has not undertaken to make, an independent verification or to assume responsibility for the
accuracy, completeness or fairness of the information contained in this Official Statement. The Municipal
Advisor is an independent advisory firm and is not engaged in the business of underwriting, trading or
distributing municipal or other public securities.

Legal Opinion

The opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel, approving the validity of the
Series 2017 Bonds and stating that interest on the Series 2017 Bonds is exempt from California personal
income taxes under present State income tax laws will be furnished to the purchaser at the time of delivery of
the Series 2017 Bonds at the expense of the Agency. Compensation for Bond Counsel’s services is entirely
contingent upon the sale and delivery of the Series 2017 Bonds.

A copy of the proposed form of Bond Counsel’s final approving opinion with respect to the
Series 2017 Bonds is attached hereto as Appendix C. The legal opinion is only as to legality and is not
intended to be nor is it to be interpreted or relied upon as a disclosure document or an express or implied
recommendation as to the investment quality of the Series 2017 Bonds.

In addition, certain legal matters will be passed on for the Underwriter by Nixon Peabody LLP,
Los Angeles, California, as Underwriter’s Counsel, for the Agency by the City Attorney of the City of Moreno
Valley, as counsel to the Agency, and by Stradling Yocca Carlson & Rauth, a Professional Corporation,
Newport Beach, California, as disclosure counsel, for AGM by its counsel and for the Trustee by its counsel.

Litigation

There is no action, suit or proceeding known to the Agency to be pending and notice of which has
been served upon and received by the Agency, or threatened, restraining or enjoining the execution or delivery
of the Series 2017 Bonds or the Indenture or in any way contesting or affecting the validity of the foregoing or
any proceedings of the Agency taken with respect to any of the foregoing.

Rating

S&P has assigned its rating of “AA-" to the Series 2017 Bonds. There is no assurance that any credit
rating given to the Series 2017 Bonds will be maintained for any period of time or that a rating may not be
lowered or withdrawn entirely by S&P if, in the judgment of S&P, circumstances so warrant. Any downward
revision or withdrawal of such rating may have an adverse effect on the market price of the Series 2017 Bonds.
Such rating reflects only the views of S&P and an explanation of the significance of such rating may be
obtained from S&P. Generally, rating agencies base their ratings on information and materials furnished to
them (which may include information and material from the Agency which is not included in this Official
Statement) and on investigations, studies and assumptions by the rating agencies.

Continuing Disclosure

The Agency has covenanted in a Continuing Disclosure Certificate (the “Continuing Disclosure
Certificate”) for the benefit of the holders and Beneficial Owners of the Series 2017 Bonds to provide certain
financial information and operating data relating to the Agency by March 31 following the end of the Agency’s
fiscal year (currently its fiscal year ends on June 30) (the “Annual Report”), commencing with the report for
fiscal year ending June 30, 2017, and to provide notices of the occurrence of certain enumerated events.
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The Annual Report and the notices of enumerated events will be filed by the Agency with the
Municipal Securities Rulemaking Board’s Electronic Municipal Market Access System for municipal
securities disclosures, maintained on the Internet at http:/emma.msrb.org/. The specific nature of the
information to be contained in the Annual Report and the notices of enumerated events are set forth in
Appendix G. 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 (“Rule 15¢2-12”).

The City and its related governmental entities — specifically those entities (such as the Former Agency
and the Agency) for whom City staff is responsible for undertaking compliance with continuing disclosure
undertakings — have previously entered into disclosure undertakings under Rule 15¢2-12 in connection with
the issuance of long-term obligations.

Within the last five years, the Agency, as the successor agency to the Former Agency, has not failed to
comply with its prior undertakings in any material respect. The Agency has appointed Willdan Financial
Services, to act as Dissemination Agent and file the annual reports and notices related to the Series 2017
Bonds with the MSRB through EMMA as required by the Continuing Disclosure Certificate.

In the past five years, the City and its related entities, other than the Agency or Former Agency, failed
to file certain event notices required by their respective continuing disclosure undertakings on a timely basis
relating to bond insurer rating downgrades of which the City was unaware. The City has filed a corrective
notice regarding such bond insurer rating downgrades. In addition, the City filed a notice of defeasance of the
Authority’s 2005 Lease Revenue Bonds in July 2015, approximately 9 months after the defeasance of such
obligations. Finally, the City did not link the Fiscal Year 2011 and 2013 continuing disclosure annual reports
for the City of Moreno Valley Community Facilities District No. 87-1 (Towngate) Improvement Area No. 1
Special Tax Refunding Bonds to all CUSIP numbers for such bonds.

Miscellaneous

All of the preceding summaries of the Indenture, the Bond Law, the Dissolution Act, the
Redevelopment Law, other applicable legislation, the Redevelopment Plan for the Project Area, agreements
and other documents are made subject to the provisions of such documents respectively and do not purport to
be complete statements of any or all of such provisions. Reference is hereby made to such documents on file
with the Agency for further information in connection therewith.

This Official Statement does not constitute a contract with the purchasers of the Series 2017 Bonds.
Any statements made in this Official Statement involving matters of opinion or estimates, whether or not so
expressly stated, are set forth as such and not as representations of fact, and no representation is made that any
of the estimates will be realized.

The execution and delivery of this Official Statement by the City Manager, as the Executive Director
of the Agency, has been duly authorized by the Agency.

SUCCESSOR AGENCY TO THE COMMUNITY
REDEVELOPMENT AGENCY OF THE

CITY OF MORENO VALLEY
By: /s/ Michelle Daws W\

Executive Director
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SUCCESSOR AGENCY TO THE COMMUNITY REDEVELOPMENT AGENCY
OF THE CITY OF MORENO VALLEY

MORENO VALLEY REDEVELOPMENT PROJECT

PROJECTED TAXABLE VALUES AND
ANTICIPATED TAX INCREMENT REVENUES

August 16, 2017

1. Introduction

The Moreno Valley Redevelopment Project Series 2017 Tax Allocation Refunding Bonds (the
“Bonds™), are being issued by the Successor Agency to the Community Redevelopment Agency
of the City of Moreno Valley (the “Successor Agency”) to refinance certain outstanding
obligations of the Successor Agency. The Bonds will be used to refund outstanding 2007 Tax
Allocation Bonds, Series A of the Community Redevelopment Agency of the City of Moreno
Valley (the “Former RDA”), fund a reserve account for the Bonds, and pay the costs of issuing the
Bonds. The intent of the refunding will be to lower the cost of repayment of the refunded bonds
in accordance with Section 34177.5 of the Health and Safety Code.

On June 29, 2011, the California Legislature and Governor adopted Assembly Bill x1 26 (“AB 1x
26” or the” Dissolution Act”), which generally dissolved redevelopment agencies statewide as of
February 1, 2012. The bill was challenged by a suit filed before the California Supreme Court,
but was upheld by the Court on December 29, 2012. On June 27, 2012 Assembly Bill 1484 (AB
1484) was signed into law, modifying and supplementing ABx1 26. The Dissolution Act was
further modified by Senate Bill 107 (“SB 107) that was signed into law on September 22, 2015.
In accordance with Section 34177.5(g) of the California Health and Safety Code, bonds issued by
the Successor Agency shall be considered indebtedness incurred by the dissolved redevelopment
agency, with the same legal effect as if the bonds, indebtedness, financing agreement, or amended
enforceable obligation had been issued, incurred, or entered into prior to June 29, 2011, in full
conformity with the applicable provisions of the California Community Redevelopment Law
(being Part 1 of Division 24 of the Health and Safety Code and is being referred to herein as the
“Law”) that existed prior to that date. These obligations shall be included in the successor agency’s
Recognized Obligation Payment Schedule (the “ROPS”), and shall be secured by a pledge of, and
lien on, and shall be repaid from moneys deposited from time to time in the Redevelopment
Property Tax Trust Fund (the “RPTTF”).

Tax revenues generated from the incremental taxable value in a redevelopment project area were,
prior to February 1, 2012, generally referred to as Tax Increment Revenues. The Law provided
that the Tax Increment Revenues could be pledged by a redevelopment agency to the repayment
of agency indebtedness. In this report, Tax Increment Revenues, including Unitary Tax Revenue
(see Section IV.H., Allocation of State Assessed Unitary Taxes) are referred to as Gross Tax
Revenues. Gross Tax Revenues less the County Property Tax Collection Fees (see Section IV G,
County Property Tax Collection Reimbursement); debt service on outstanding Community
Facilities District No. 87-1 of the City of Moreno Valley Towngate Special Tax Refunding Bonds,
Series B; debt service on outstanding City of Moreno Valley, Towngate Community Facilities
District Improvement Area No. 1 Bonds; and, Tax Sharing payments with a lien on Gross Tax
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Revenues that is senior to the pledge of Tax Revenues to the payment of debt service on the Bonds
(see Section VII, Tax Sharing and Other Obligations) are referred to as Tax Revenues.

Allocation of tax increment revenue has been significantly altered by the passage of ABx1 26, AB
1489 and SB 107 by the California Legislature. This legislation has been designed to dissolve
redevelopment agencies formed pursuant to the Law while assuring that the enforceable
obligations incurred by the former redevelopment agencies are repaid (see Section VI Legislation).
While tax increment revenues were previously allocated by the County Auditor-Controller based
on an allocation schedule covering much of the fiscal year, beginning with fiscal year 2012-13
revenues are only allocated on January 2 and June 1 of each year.

The purpose of this fiscal consultant report (the “Report”) is to examine property tax information
for the current fiscal year and to project the amount of tax increment revenues anticipated to be
received by the Successor Agency from the Project Area for the current fiscal year and nine
subsequent fiscal years. Provisions of the Law and the Redevelopment Plan for the Project Area
determine the amount of Tax Revenue that the Successor Agency may utilize for purposes of
making debt service payments and payments on other obligations with a superior lien on Tax
Revenues (see Section VII, Tax Sharing Agreements and Other Obligations, below). As a result
of our research, we project that the Tax Revenues for the Project Area will be as shown in Table
A below:

Table A
Projected Project Area Tax Revenues
(000’s Omitted)
SB 2557 Section 33676 Negotiated CFD 87-1 Senior

Fiscal Gross Tax Admin. Inflation Adj. Pass Through Bonds Debt Tax

Year Revenues Charge Payments Payments Service Payments  Revenues
2017-18 $26,744 ($308) ($1,442) ($ 755) ($1,282) $22,956
2018-19 26,888 ( 310) ( 1,514) ( 762) (1,282) 23,020
2019-20 27,513 ( 317) ( 1,586) ( 794) (11,283) 23,533
2020-21 28,151 ( 325) ( 1,660) ( 827) (1,281) 24,058
2021-22 28,801 ( 332) ( 1,736) ( 860) ( 255) 25,618
2022-23 29,464 ( 340) (1,813) ( 894) ( 254) 26,163
2023-24 30,141 ( 348) ( 1,891) ( 929) 26,973
2024-25 30,831 ( 355) ( 1,971) ( 964) 27,540
2025-26 31,535 ( 364) ( 2,053) (1,000) 28,118
2026-27 32,253 ( 372) ( 2,136) (1,037) 28,708

The taxable values of property and the resulting Tax Revenues for the Project Area summarized
above are reflected on Tables 1 and 2 of the projections (attached). These projections are based
on assumptions determined by our review of the taxable value history of the Project Area and the
property tax assessment and property tax apportionment procedures of the Riverside County
Auditor-Controller. The projection illustrates the entire amount of Tax Revenues projected as
being available from the Project Area. Future year assessed values and Tax Revenues are
projections based on the assumptions described in this Report and are not guaranteed as to accuracy
and are not to be construed as a representation of such by HdL Coren & Cone.



Successor Agency to the Community Redevelopment Agency of the City of Moreno Valley
Fiscal Consultant’s Report
August 16, 2017, Page 3

II. The Project Area

The City Council of the City of Moreno Valley adopted the Moreno Valley Redevelopment Plan
(the Plan) on December 29, 1987 by Ordinance No. 87-154. The Project Area is approximately
4,676 acres (7.3 square miles), or about 14.2% of the total incorporated area of the City (51.5
square miles). The Project Area consists of commercial, industrial, residential and public land uses
including the City’s Civic Center complex. The Project Area includes several non-contiguous
areas with the largest area located in the westerly area of the City and along the California State
Route 60.

A. Land Use

Tables B reflects the breakdown of land uses in the Project Area by the number of parcels and their
taxable value for fiscal year 2017-18. This information is based on County land use designations
as provided by Riverside County through tax roll data. It should be noted that the County land use
designations do not necessarily parallel City land use and zoning designations. Unsecured, Cross
Reference and State Board of Equalization Non-Unitary values are associated with secured
Assessor parcels that are already accounted for in other categories. Within the Project Area, parcels
identified as cross reference parcels include mobile homes and several possessory interest
assessments that are the result of long-term land leases.

Table B
Project Area Land Use Categories

Category No. Parcels Taxable Value % of Total
Residential 6,545 $1,602,298,040 49.73%
Commercial 413 881,980,716 27.37%
Industrial 59 384,957,324 11.95%
Vacant 533 91,443,997 2.84%
Miscellaneous 1 968,738 0.03%
Recreational 7 39,046,803 1.21%
Government Owned 2 1,387,073 0.04%
Institutional 23 2,838,848 0.09%
Exempt 173 0 0.00%
Subtotals 7,756 $3,004,921,539 93.26%
Cross Reference Parcels 14,311,418 0.44%
Unsecured 202,765,913 6.29%
Subtotals $217,077,331 6.74%

Totals: 7,756 $3,221,998,870 100.0%

B. Redevelopment Plan Limits
In accordance with the Law as it existed prior to the adoption of ABx1 26, redevelopment plans
adopted after October 1, 1976 were required to include a limitation on the number of tax increment
dollars that could be allocated to the Former RDA, and a time limit on the establishment of
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indebtedness to be repaid with tax increment. In addition, if the plan authorizes the issuance of
tax allocation bonds, a limit on the amount of bonded indebtedness that may be outstanding at one
time must be included.

Chapter 942, Statutes of 1993, was adopted by Assembly Bill 1290 and established further limits
on redevelopment plans. Chapter 942 restricted the life span of redevelopment plans adopted prior
to 1994. The time limit for establishing indebtedness was limited to 20 years from the adoption
of the redevelopment plan or January 1, 2004, whichever was later. The life of the existing
redevelopment plans was limited to 40 years from the date of adoption or January 1, 2009,
whichever is later. Finally, a redevelopment agency was restricted from paying indebtedness with
tax increment beyond 10 years after termination of the redevelopment plan effectiveness except to
fund deferred Housing Set-Aside Requirements and to repay indebtedness incurred prior to
January 1, 1994. The City Council did not amend the Redevelopment Plan pursuant to Chapter
942 since the Redevelopment Plan limits conformed to the new legislation.

The City Council has not adopted amendments to the Redevelopment Plan that would have revised
the Redevelopment Plan limits as allowed by the Law as amended by Senate Bill 1045 (see Section
VI Legislation) or as amended by Senate Bill 1096. The Former RDA made the requisite ERAF
payments required by Senate Bills 1045 and 1096 as required.

The redevelopment plan limits for the Project Area are summarized in Table C below. On
September 22, 2015, the Governor signed Senate Bill 107 (“SB 107”). This legislation
implemented revisions to the Health and Safety Code as it impacts the time and tax increment
limits of former redevelopment project areas. The legislation eliminated the effectiveness of tax
increment limits, limits on redevelopment activities and time limits on repayment of indebtedness
except for contractual agreements that had been structured to terminate based on a project area
reaching its tax increment and/or time limits. Tax increment revenues will be allocated to the
RPTTF from the Project Area for as long as necessary to repay enforceable obligation except to
the extent that an enforceable obligation is limited in its duration by the time or tax increment
limits contained in the Project Area redevelopment plan.

Table C
Former Redevelopment Plan Limits!
Last Date to Incur Last Date to Repay Bonded Tax Increment
Debt Plan Expiration Debt Indebtedness Limit Limits
December 29, 2007 December 29, 2028 December 29, 2038 $247.8 million $821.2 million

Based on data provided by the County Auditor-Controller and Successor Agency, through fiscal
year 2015-16, the gross revenue allocated to the Project Area was $297.9 million. Of this amount,
$83.34 million was passed through to taxing entities pursuant to tax sharing agreements. The pass-

! The legislature adopted Senate Bill 107 that made a number of revisions to the redevelopment law and to the
dissolution legislation. Among these revisions was the elimination of the effectiveness of time and tax increment
limits. The limits reflected in Table C are those limits as they existed prior to the adoption of Senate Bill 107 and
are currently without effect.
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through payment amounts do not include amounts received by the City after it began to provide
its own fire and library services. Complete revenue data for fiscal year 2016-17 is not yet available.

III.  Project Area Assessed Values
A. Assessed Values

Taxable values for all parcels are prepared by the County Assessor and reported by the County
Auditor-Controller each fiscal year. These values represent the aggregation of all locally assessed
properties that are part of the Project Area. The assessments are assigned to Tax Rate Areas
(“TRA”) that are collectively coterminous with the boundaries of the Project Area. The historic
reported taxable values for the Project Area and its Sub-Areas were reviewed to ascertain the rate
of taxable property valuation growth over the ten most recent fiscal years beginning with 2008-09.

Project Area
From 2008-09 through 2017-18, Project Area values reflect strong growth until 2009-10 and then

experienced declines in value for 2010-11, 2011-12 and 2012-13. The declines in value for these
three years totaled $217.3 million (-8.33%). The largest reductions in value were experienced by
residential land uses, however, commercial and vacant land values experienced significant
reductions as well. These reductions in value occurred as the economy in the Southern California
was stressed by the general economic recession. Beginning with an increase in value for 2013-14
of 3.2%, recovery of the value declines has steadily progressed. For 2013-14 through 2017-18
values have increased by $754.1 million (30.55%). Values for 2017-18 are now $371 million
(13.02%) greater than the peak value in 2008-09 prior to the values losses caused by the recent
recession. Growth in assessed value has been almost entirely based on secured value increases
since unsecured values make up only 6.29% of all taxable value. Despite a slight decline (-1.43%)
in Unsecured values for 2017-18, these values have, generally, increased very consistently over
the ten-year period reviewed despite the recent recession.

Proposition 8 Value Reductions/Recovery

The Riverside County Assessor has reviewed and made adjustments to the values of residential
properties sold after July 2004 pursuant to the requirements of Proposition 8. The constitution
requires the Assessor to enroll a property’s value at the lesser of the prior year value adjusted for
inflation or the current market value. At the peak of these value reductions in 2009, within the
Project Area there were 2,693 parcels that had been reduced in value pursuant to Prop 8 and these
properties were $304.5 million below their adjusted base values. For 2017-18 within the Project
Area, there are 500 parcels that have been reduced in value under Proposition 8. These properties
are currently enrolled at values that are, on average, 34.34% lower than the property’s inflation
adjusted base value. This represents a total of $78.21 million in value that is eligible to be
recovered under Proposition 8 as assessed values recover. These parcels reduced under
Proposition 8 represent 6.4% of all parcels located in the Project Area. For 2017-18, there was a
total of $17.98 million in value recovered from values reduced under Prop 8 in prior years. This
was 10.33% of all value growth for 2017-18.

Within the Project Area, the amount of value being recovered on properties reduced in value
pursuant to Prop 8 has decreased in each of the last three fiscal years. This is partially due to a
leveling out of increases in median sales prices on homes in the Project Area and in other areas of
the Inland Empire and partially due to there being fewer properties in the pool that are easily
determined to have gained market value. We would expect that assessed values in the Project Area
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will continue to be benefitted by the recovery of values reduced under Prop 8 but we have no
reasonable means of projecting that value gain. No such increase in value for properties reduced
under Prop 8 has been factored into the projections.

B. Top Ten Taxable Property Owners
A review of the top ten taxpayers in the Project Area for fiscal year 2017-18 was conducted. The
assessed values of those properties controlled by the top ten taxpayers were compared to the total
assessed value and incremental value of the Project Area. The following Table D summarize the
attributes of the top ten taxpayers for the Project Area. A more complete outline of the top taxpayer
information is contained on Table 4 of the attached tax increment projections.

Table D
Project Area Top Ten Taxpayers
% of % of
Combined Total Increment
Property Owner Value Value al Value Primary Land Use
Western A West California LLC (1) $159,642,240 4.95% 6.02% Industrial/Manufacturing Buildings
Towngate On Memorial Apartments 98,558,244 3.06% 3.71% Residential Apartments
2250 Town Circle Holdings (1) 75,799,105 2.35% 2.86% Moreno Valley Mall Main Parcels
Day Street Owner LLC (1) 70,003,439 2.17% 2.64% Villas at Towngate Apartments
Brixton Alto Shopping Center (1) 46,675,781 1.45% 1.76% Towngate Shopping Center
Rancho Belago Apartments LLC (1) 42,994,346 1.33% 1.62% Rancho Belago Apartment Homes
Overlook at Rancho Belago Development 41,361,000 1.28% 1.56% Broadstone Overlook Apartments
BRE Paragon MF Alvista Towngate CA 41,066,914 1.27% 1.55% Alvista Towngate Apartments
Buckhead Cactus Commerce 39,795,832 1.24% 1.50% United Natural Foods - Processing
Liberty Properties LP (1) 35,741,846 1.11% 1.35% Federal Mogul Tool Manufacturing

Top Property Owner Total Value $651,638,747
Project Area Assessed Value  $3,221,998,870 20.22%
Project Area Incremental Value $2,653,162,702 24.56%
(1) These taxpayers have pending assessment appeals on parcels owned (see Section IV F).

Western A West California LLC is the largest taxpayer within the Project Area. The 4 parcels
owned by Western A West California LLC included several industrial and manufacturing
buildings on adjacent parcels. Five of the top ten taxpayers own properties occupied by residential
apartment developments. These five taxpayers account for a total of $294 million in taxable value
that is 9.12% of the total value within the Project Area. 2250 Town Circle Holdings is the owner
of the main parcels for the Moreno Valley Mall that is located to the south of California State
Route 60 and east of Day Street.

Western A West California LLC has filed an assessment appeal for its 2016-17 valuation on one
of the parcels that it owns. This appeal is currently pending. 2250 Town Circle Holdings has filed
an assessment appeal for 2015-16 on 1 of its parcels. Day Street Owner LLC, Brixton Alto
Shopping Center, Rancho Belago Apartments LLC and Liberty Properties LP all have pending
appeals on parcels that they own within the Project Area. These six taxpayers are the only ones
within the top ten taxpayers for the Project Area that have pending appeals on file. The top
taxpayers in the Project Area with pending assessment appeals are seeking a combined reduction
in value of $126.5 million. If all six taxpayers were successful in having their values reduced as
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requested, the reduction would be 4.77% of the Project Area’s current incremental value. Table E
below tabulates the pending appeals for these owners.

Table E
Pending Appeals Among Project Area Top Ten Taxpayers
Enrolled Owner Max.
FY No. Value Under Opinion of Potential
Taxpayer Appealed Parcels Appeal Value Value Loss
Western A West California LLC 2016-17 1 93,472,000 72,500,000 20,972,000
2250 Town Circle Holdings 2015-16 1 61,082,083 0 61,082,083
Day Street Owner LLC 2015-16 1 46,730,966 23,304,830 23,426,136
Brixton Alto Shopping Center 2016-17 1 2,381,727 1,500,000 881,727
Rancho Belago Apartments LLC 2016-17 1 42,132,875 25,280,000 16,852,875
Liberty Properties LP 2015-16 1 34,514,680 24,427,084 10,087,596

IV. Tax Allocation and Disbursement
A. Property Taxes

The taxable values of property are established each year on the January 1 property tax lien date.
Real property values reflect the reported assessed values for secured and unsecured land and
improvements. The base year value of a parcel is the value established as the full market value
upon a parcel’s sale, improvement or other reason for reassessment. Article XII1A of the California
Constitution (Proposition 13) provides that a parcel’s base year value is established when locally
assessed real property undergoes a change in ownership or new construction occurs. Following
the fiscal year that a parcel’s base year value is first enrolled, the parcel’s value is factored annually
for inflation. The term base year value does not refer to the base year value of the Project Area.
Pursuant to Article XIIIA, Section 2(b) of the State Constitution and California Revenue and
Taxation Code Section 51, the percentage increase in the parcel’s value cannot exceed 2% of the
prior year's value.

Secured property includes property on which any property tax levied by a county becomes a lien
on that property. Unsecured property typically includes value for tenant improvements, fixtures,
inventory and personal property. A tax levied on unsecured property does not become a lien
against the taxed unsecured property, but may become a lien on certain other secured property
owned by the taxpayer. The taxes levied on unsecured property are levied at the previous year's
secured property tax rate. Utility property assessed by the State Board of Equalization (the Board)
may be revalued annually and such assessments are not subject to the inflation limitations
established by Proposition 13. The taxable value of Personal Property is also established on the
lien dates and is not subject to the annual 2% limit of locally assessed real property.

Each year the Board announces the applicable adjustment factor. Since the adoption of Proposition
13, inflation has, in most years, exceeded 2% and the announced factor has reflected the 2% cap.
Through fiscal year 2016-17 there were ten occasions when the inflation factor has been less than
2%. Until 2010-11 the annual adjustment never resulted in a reduction to the base year values of
individual parcels, however, the factor that was applied to real property assessed values for the
January 1, 2010 assessment date was a -0.237% and this resulted in a reduction to the adjusted
base year value of parcels. The changes in the California Consumer Price Index (CCPI) from
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October of one year and October of the next year are used to determine the adjustment factor for
the January assessment date. The table below reflects the inflation adjustment factors for the
current fiscal year, ten prior fiscal years and the estimated adjustment factor for the next fiscal
year.

Table F

Historical Inflation Adjustment Factors

Fiscal Year Inflation Adj. Factor
2007-08 2.000%
2008-09 2.000%
2009-10 2.000%
2010-11 -0.237%
2011-12 0.753%
2012-13 2.000%
2013-14 2.000%
2014-15 0.454%
2015-16 1.998%
2016-17 1.525%
2017-18 2.000%

On December 13, 2016, the Board determined that the inflationary adjustment for fiscal year 2017-
18 would be 2.00%. This factor was incorporated into the values published by the Assessor for
the current fiscal year. For purposes of the projection we have assumed that the inflation
adjustment factor for future years will be 2.00%. This assumption is based on the fact that the
inflation adjustment factor has been at the maximum allowed amount of 2.00% in 33 of the 44
years since the adoption of Proposition 13.

B. Supplemental Assessments
Chapter 498 of the Statutes of 1983 provides for the reassessment of property upon a change of
ownership or completion of new construction. Such reassessment is referred to as the
Supplemental Assessment and is determined by applying the current year's tax rate to the amount
of the increase or decrease in a property's value and prorating the resulting property taxes to reflect
the portion of the tax year remaining as determined by the date of the change in ownership or
completion of new construction. Supplemental Assessments become a lien against Real Property.

Since 1984-85, revenues derived from Supplemental Assessments have been allocated to
redevelopment agencies and taxing entities in the same manner as regularly collected property
taxes. The receipt of Supplemental Assessment Revenues by taxing entities typically follows the
change of ownership by a year or more. We have not included revenues resulting from
Supplemental Assessments in the projections. Table G illustrates the amounts of Supplemental
Revenues that have been received by the Successor Agency for the Project Area to date in the
current fiscal year and during the previous three full fiscal years. The complete data for fiscal year
2016-17 is not yet available.
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Table G
Historical Supplemental Revenue Allocations
Fiscal Year Supplemental Revenue
2013-14 $235,058
2014-15 190,391
2015-16 658,232
2016-17* 583,968

C. Tax Rates

Tax rates will vary from area to area within the State, as well as within a community and within
the Project Area. The tax rate for any particular parcel is based upon the jurisdictions levying the
tax rate for the area where the parcel is located. The tax rate consists of the general levy rate of
$1.00 per $100 of taxable value and the over-ride tax rate, if any. The over-ride rate is that portion
of the tax rate that exceeds the general levy tax rate and is levied to pay voter approved
indebtedness or contractual obligations that existed prior to the enactment of Proposition XIII.

A Constitutional amendment approved in June 1983 allows the levy of over-ride tax rates to repay
indebtedness for the acquisition and improvement of real property, upon approval by a two-thirds
vote. A subsequent amendment of the Constitution prohibits the allocation to redevelopment
agencies of tax revenues derived from over-ride tax rates levied for repayment of indebtedness
approved by the voters after December 31, 1988. Tax rates that were levied to support any debt
approved by voters after December 31, 1988 were not allocated to redevelopment agencies. The
over-ride tax rates typically decline each year due to (1) increasing property values (which would
reduce the over-ride rate that must be levied to meet debt service) and, (2) the eventual retirement
of debt over time. There are two debt service over-ride tax rates levied within the Project Area
that received voter approval prior to December 31, 1988. These tax rates are levied by the
Metropolitan Water District East and by the Eastern Municipal Water Improvement District for
payment of the cost of water purchases pursuant to State water contracts. In addition, there are
voter approved debt service tax rates levied by the Moreno Valley Unified School District, the Val
Verde Unified School District and the Riverside Community College District. These tax rates
were approved by voters after December 31, 1988 and have never produced tax increment revenue
that was allocated to the Project Area.

ABXx1 26 was adopted in late June 2011 (see Legislation, Section VI). Section 34183(a)(1) of that
legislation requires the Auditor Controller to allocate all revenues attributable to tax rates levied
to make annual repayments of the principal and interest on any bonded indebtedness for the
acquisition or improvement of real property to the taxing entity levying the tax rate. This was
initially interpreted by Riverside County to include all revenues resulting from the override tax
rates that are being levied by any taxing entity within the County and that had received voter
approval prior to December 31, 1988.

SB 107 has amended several of the provisions of ABx1 26 and AB 1484. With regard to debt
service override tax rates levied for pension fund programs and state water contracts, the revenue
generated from these tax rates, including that revenue generated by the Metropolitan Water District
East (the “MWD”) and Eastern Municipal Water Improvement District state water contract
override tax rates (see below) will no longer be allocated to the Successor Agency unless these

! Supplemental revenues shown for 2016-17 reflect only those amounts allocated for the 16-17B and 17-18A
RPTTF allocation.
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revenues have been pledged to the payment of debt service on bonds. Any debt service override
tax rate revenues that have been pledged to debt service but are not needed to make the debt service
payments on the bonds will be allocated directly to the entities that have levied the override tax
rate.

As a result, the tax increment revenues used in this projection are derived only from the general
levy tax rate. The components of the total tax rates for 2016-17 that are applied within the tax
rate areas of the Project Area for 2016-17 are reflected in Table H below. The tax rates for 2017-
18 are not yet available but are not expected to change to any significant degree.

Table H
2016-17 Secured Tax Rates
Tax Rate 1 Tax Rate 2 Tax Rate3 Tax Rate4 Tax Rate5

General Levy 1.00000 1.00000 1.00000 1.00000 1.00000
RDA Eligible D/S Rates .00000 .00000 .00000 .00000 .00000
Total RDA Eligible Tax Rate: 1.00000 1.00000 1.00000 1.00000 1.00000

Non-RDA Eligible Tax Rates
Moreno Valley USD 10320 .00000 .00000 .10320 .10320
Val Verde USD .00000 .07210 .07210 .00000 .00000
Riverside Community College .01649 .01649 .01649 .01649 .01649
Metropolitan Water District East .00350 .00350 .00350 .00350 .00000
Eastern Municipal Water Imp. Dist. .00000 .01100 .00000 .01100 .00000
Total Tax Rate: 1.12319 1.10309 1.09209 1.13419 1.11969

D. Allocation of Taxes

Taxes are due in two equal installments. Installments of taxes levied upon secured property become
delinquent on December 10 and April 10. Taxes on unsecured property are due March 1 and
become delinquent August 31. Prior to February 1, 2012, the County utilized a method for the
distribution of tax revenue to redevelopment agencies that provided them with tax increment
revenue and was effectively like a Teeter Plan. Under this method redevelopment agencies in
Riverside County received 100 percent of the taxes levied on the extended tax roll subject to
correction, cancellation and refunds. The tax revenues of the Former RDA were not subject to
revenue loss due to delinquencies or gains due to redemption of unpaid taxes. The Auditor-
Controller has continued to use this method for allocation of tax increment revenue after the
dissolution of redevelopment agencies. The County of Riverside does not publish delinquency
data for redevelopment project areas or agencies and they do not publish such information on a
city level either. Collections within the County for the prior five fiscal years is reflected in Table
| below. Collections data for fiscal year 2016-17 is not yet available.

Table I
Riverside County Property Tax Collection History
2011-12 2012-13 2013-14 2014-15 2015-16
Original Charge  $1,910,670,862  $1,905,666,422  $1,990,092,695  $2,159,533,173  $2,284,563,809
Adjustments -9,280,041 -847,458 -2,390,036 -3,203,626 -4,591,583
Adjusted Charge 1,901,390,820 1,904,818,964 1,987,702,659 2,156,329,547 2,279,972,226
Collections 1,854,148,900 1,866,014,337 1,955,225,438 2,125,700,651 2,249,095,703

Collection % 97.52% 97.96% 98.37% 98.58% 98.65%
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As of February 1, 2012, the apportionment of tax increment revenue was dictated by the legislation
adopted as ABx1 26 (See Legislation, Section VI). Revenue is now apportioned to Successor
Agencies on January 2 and June 1 of each fiscal year. All tax increment revenue is accumulated
by the County Auditor-Controller in the RPTTF for allocation on these two dates. The tax
increment revenue available for allocation on January 2 consists of revenues collected after June
1 of the previous fiscal year and for collections in November and December of the current fiscal
year. The tax increment revenues available for allocation on June 1 include revenues collected
from January 1 to June 1 of the current fiscal year.

From the amounts accumulated in the RPTTF for each allocation date, the County Auditor-
Controller is to deduct its own County administrative charges and is to calculate and deduct
amounts owed, if any, to taxing entities for tax sharing agreements entered into pursuant to Section
33401 of the Law and for statutory tax sharing obligations required by Sections 33607.5 and
33607.7 of the Law. The amount remaining after these reductions, if any, is what is available for
payment by the Successor Agency of debt obligations of the Former RDA.

Prior to receiving revenues on January 2 and June 1, the Successor Agency must adopt a
Recognized Obligation Payment Schedule (ROPS) that lists the debt obligations of the CDA that
must be paid during the upcoming six-month periods of January 1 through June 30 and July 1
through December 31. There is a provision in the legislation for a Successor Agency to request
additional amounts in one ROPS payment to allow it to make payments that may be beyond the
revenues available in the upcoming allocation cycle. The ROPS must be submitted at least 90
days prior to each RPTTF allocation date and approved by the Successor Agency’s Oversight
Board that is established in the legislation with membership consisting of representatives from
various taxing entities. The ROPS must also receive approval from the State Department of
Finance (the “DOF”). Filing ROPS statements is mandated by statute and penalties are incurred if
they are filed late or if they are not filed at all. As the result of the recent adoption of SB 107,
beginning with the ROPS submittal for the June 1, 2016 RPTTF allocation, a single ROPS will be
approved for a full year of RPTTF allocations. The ROPS approved for the June 1, 2016 RPTTF
allocation will also include the payment obligations for the January 2, 2017 RPTTF allocation.
There is provision in the law for the approved ROPS to be amended one time after its initial
approval but only to revise a payment amount to be made during the second RPTTF allocation
(January 1 through June 30) and only with Oversight Board approval.

The Successor Agency is entitled to receive an amount to cover the administrative costs of winding
down the business of the former redevelopment agency. This amount is set by AB1x 26 at the
greater of $250,000 per year or a maximum of 3% of the amount allocated from the RPTTF. AB
1484 added language that allowed the Oversight Board to reduce the amount of the minimum
administrative allowance. To the extent that revenues are insufficient to pay all of the approved
ROPS obligations, the Successor Agency’s administrative allowance will be reduced or
eliminated. Successor Agency administrative allowance amounts that have been approved but
cannot be paid due to a lack of RPTTF revenue will be carried over to the next RPTTF allocation
for payment as funds become available.

As a result of passage of SB 107, commencing July 1, 2016 the administrative cost allowance will
be 3% of the actual property taxes allocated to the Successor Agency in the preceding fiscal year
less the Successor Agency’s administrative cost allowance and any city loan repayment amounts.
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If, however, 3% of the actual property taxes allocated in the preceding fiscal year is greater than
50% of the total RPTTF amounts distributed to pay enforceable obligations as reduced by the
administrative allowance and any city loan repayment amounts, then the administrative cost
allowance shall not exceed 50% of the total RPTTF amounts distributed to pay enforceable
obligations as reduced by the administrative allowance and any city loan repayment amounts.

If there are RPTTF amounts remaining after reductions for County administrative charges,
amounts owed, if any, to taxing entities for tax sharing agreements and/or statutorily required tax
sharing obligations, enforceable obligations and Successor Agency administrative allowance,
these remainder amounts are referred to as Residual Revenue. Residual Revenue for each
allocation cycle is proportionately allocated to the taxing entities and to the Educational Revenue
and Augmentation Fund (ERAF). The legislation stipulates that the combination of tax sharing
payments and Residual Revenue payments to tax entities may not exceed that taxing entity’s full
share of tax increment revenue. In circumstances where a taxing entity receives all or most of its
share of tax increment revenue as a result of its tax sharing agreement, that taxing entity’s share of
the Residual Revenue distribution may be reduced and the portions of Residual Revenue allocated
to the other taxing entities will be proportionately increased. (See Section VII — Tax Sharing
Agreements and Other Obligations, below). The forms and procedures used by a successor agency
to submit its ROPS to its Oversight Board and to the DOF are dictated by the legislation as
interpreted by DOF.

The following Table J reflects the actual allocation of tax revenues for fiscal years 2012-13 through
2016-17 to date.

Table J
Successor Agency RPTTF Allocations
County Pass Allocated for

RPTTF Admin. Through Enforceable Residual

Fiscal Years ROPS Filed Deposits Charges  Distributions  Obligations Revenue
2012-13 ROPS 3 & 13-14A 19,280,341 272,872 9,967,074 8,519,542 520,853
2013-14 13-14B & 14-15A 21,245,948 261,582 11,429,278 6,305,087 3,250,001
2014-15 14-15B & 15-16A 21,503,572 300,736 10,957,168 6,189,541 4,056,127
2015-16 15-16B & 16-17A 23,991,298 261,833 12,313,172 5,877,243 5,539,050
2016-17 16-17B & 17-18A 25,835,429 304,762 13,311,061 5,942,322 6,266,609

E. Assessment Appeals

Assessment appeals granted under Section 51 of the Revenue and Taxation Code (also known as
Prop 8 Appeals) require that, for each subsequent lien date, the value of real property shall be
adjusted to be the lesser of its base year value as adjusted by the inflation factor pursuant to Article
XIA of the State Constitution or its full cash value taking into account reductions in value due to
damage, destruction, depreciation, obsolescence, removal of property or other factors causing a
decline in value. Reductions made under this code section may be initiated by the Assessor or
requested by the property owner.

After a roll reduction is granted under Section 51, the property is reviewed on an annual basis to
determine the full cash value of the property and the valuation is adjusted accordingly. This may
result in further reductions or in value increases. Such increases shall be consistent with the full
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cash value of the property and, as a result, may exceed the maximum annual inflationary growth
rate allowed on other properties under Article XI11A of the State Constitution. Once the property
has regained its prior value, adjusted for inflation it, once again, is subject to the annual inflationary
factor growth rate allowed under Article XIIIA. (See Section X).

Assessment appeals may also be requested as adjustments to a property’s base year value. If such
an appeal is granted with a change in value, the base year value of the property is adjusted
accordingly and that value is subsequently adjusted for new construction, demolition and any other
changes requiring revaluation of the parcel’s land, improvement and personal property values and
by the annual inflationary factor growth rate allowed under Article XIIIA.

For fiscal years 2012-13 through 2016-17 and based on hearing data through July 20, 2017 there
are 108 pending assessment appeals within the Project Area. The values under appeal total $723
million and the owners are seeking reductions totaling $317.7 million (-43.94%). Based on the
average number of appeals allowed over the past five years and the average reduction in value
achieved in those successful appeals, we estimate that 51 of the currently pending appeals will be
allowed with a reduction of $73.5 million. The expected reduction in value has been incorporated
into the projection as a reduction in assessed value for fiscal year 2018-19.

Table K below shows the number of appeals that are pending, the values under appeal within the
Project Area.

Table K
Historical Assessment Appeal Summary
Fiscal Years 2012-13 through 2016-17

Est. Est. AV Loss on
Total No. of No. of No. of Appeals Pending Appeals
Appeals Resolved  Appeals Average Appeals Value Under to be Allowed
Filed Appeals  Allowed  Reduction  Pending Appeal Allowed (2018-19 AV Adj.)
245 137 65 21.41% 108 $723,024,003 51 $73,449,549

G. County Property Tax Collection Reimbursement

Chapter 466, adopted by Senate Bill 2557, allows counties to recover charges for property tax
administration in an amount equal to their 1989-90 property tax administration costs, as adjusted
annually. The amounts that are reimbursed are the costs connected with the collection and
distribution of property taxes for the Tax Collector, the Auditor Controller and the Assessor. The
portions of the reimbursement amount that are allocated to each taxing entity within the County
are based on the percentage of the total assessed value in the County that each taxing entity’s
assessed value represents. The Project Area’s Property Tax Collection Reimbursement charge for
2016-17 was $288,246. This amount is approximately 1.15% of the 2016-17 Gross Tax Revenues
for the Project Area. The estimated charge for 2017-18 and future years is based on this same
percentage of Gross Tax Revenue.

In addition to the amounts charged by the County for administration of property taxes under SB
2557, pursuant to ABx1 26, the County may charge an administrative fee for administration of the
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RPTTF. The amount charged to the Successor Agency for the January 2, 2017 and June 1, 2017
RPTTF allocations was $10,547 and $16,644 respectively. This nominal amount has not been
factored into the projections.

H. Allocation of State Assessed Unitary Taxes

Legislation enacted in 1986 (Chapter 1457) and 1987 (Chapter 921) provided for a modification
of the distribution of tax revenues derived from utility property assessed by the State Board of
Equalization, other than railroads. Prior to fiscal year 1988-89, property assessed by the SBE was
assessed statewide and was allocated according to the location of individual components of a utility
in a tax rate area. Commencing in 1988-89, tax revenues derived from unitary property and
assessed by the SBE are accumulated in a single Tax Rate Area for the County. It is then
distributed to each taxing entity in the County in the following manner: (1) each taxing entity will
receive the same amount as in the previous year plus an increase for inflation of up to 2%; (2) if
utility tax revenues are insufficient to provide the same amount as in the previous year, each taxing
entity's share would be reduced pro-rata county wide; and (3) any increase in revenues above 2%
would be allocated in the same proportion as the taxing entity's local secured taxable values are to
the local secured taxable values of the County.

The amount of unitary revenues allocated to the Project Area for 2016-17 is $212,542. The
projection assumes that unitary revenue will continue to be allocated in this same amount for all
years within the projection.

V. Low and Moderate-Income Housing Set-Aside

Sections 33334.2 and 33334.3 of the Law required redevelopment agencies to set aside not less
than 20 % of all tax increment revenues from project areas adopted after December 31, 1976 into
a low and moderate-income housing fund (the “Housing Set-Aside Requirement”). Sections
33334.3, 33334.6 and 33334.7 of the Law extend this requirement to redevelopment projects
adopted prior to January 1, 1977. With the adoption of ABx1 26, the Housing Set-Aside
Requirement was eliminated. The housing fund into which these set-aside amounts were formerly
deposited has been eliminated and any unencumbered amounts remaining in that fund have been
identified through a mandated Due Diligence Review. The amounts found to be unencumbered
through this Due Diligence Review have been paid to the County and these funds have been
allocated to the taxing entities within the Project Area.

VI.  Legislation

In order to address State Budget deficits, the Legislature enacted SB 614, SB 844 and SB 1135
that required payments from redevelopment agencies for the 1992-93, 1993-94 and 1994-95 fiscal
years into a countywide ERAF. The Former RDA could have used any funds legally available and
not legally obligated for other uses, including agency reserve funds, bond proceeds, earned income,
and proceeds of land sales, but not moneys in the Low and Moderate-Income Housing Fund (the
“Housing Fund”) to satisfy this obligation. From fiscal years 1995-96 to 2001-02, state budgets
were adopted with no additional shifting of tax increment revenues from redevelopment agencies,
however, the fiscal year 2002-03 State Budget required a shift of $75 million of tax increment
revenues statewide from redevelopment agencies to ERAF to meet the state budget shortfall. AB
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1768 (Chapter 1127, Statutes of 2002) was enacted by the Legislature and signed by the Governor
and based upon the methodology provided in the fiscal year 2002-03 budget, the shift requirement
for the former redevelopment agencies to make payments into the ERAF was limited to fiscal year
2002-03 only.

As part of the State’s fiscal year 2003-04 budget legislation, SB 1045 (Chapter 260, Statutes of
2003) required redevelopment agencies statewide to contribute $135 million to local County
ERAF which reduced the amount of State funding for schools. This transfer of funds was limited
to fiscal year 2003-04 only. Under the Law as amended by SB 1045, the redevelopment agencies
were authorized to use a simplified methodology to amend the individual redevelopment plans to
extend by one year the effectiveness of the plan and the time during which the agencies could
repay debt with tax increment revenues. In addition, the amount of this payment and the ERAF
payments made in prior years were to be deducted from the cumulative tax increment amounts
applied to a project area’s cumulative tax increment revenue limit. The passage of SB 107 has
eliminated these time limits effective for all fiscal years after the adoption by the State of the
legislation dissolving redevelopment agencies.

After the State’s budget for fiscal year 2004-05 was approved by the legislature and signed by the
Governor, Senate Bill 1096 was adopted. Pursuant to SB 1096, redevelopment agencies within
the State were required to pay a total of $250 million to ERAF for fiscal year 2004-05 and for
fiscal year 2005-06. The payments were due on May 10 of each fiscal year. As in previous years,
payments were permitted to be made from any available funds other than the Housing Fund. If an
agency was unable to make a payment, it was allowed to borrow up to 50% of the current year
Housing Tax Set-Aside Requirement, however, the borrowed amount was required to be repaid to
the Housing Fund within 10 years of the last ERAF payment (May 10, 2006). Under SB 1096,
redevelopment plans with less than ten years of effectiveness remaining from June 30, 2005, could
be extended by one year for each year that an ERAF payment is made. For redevelopment plans
with 10 to 20 years of effectiveness remaining after June 30, 2005, the plans may be extended by
one year for each year that an ERAF payment is made if the city council could find that the former
redevelopment agency was in compliance with specified state housing requirements. These
requirements are: 1) that the agency is setting aside 20% of gross tax increment revenues; 2) that
housing implementation plans are in place; 3) that replacement housing and inclusionary housing
requirements are being met; and, 4) that no excess surplus existed. As outlined below, the method
by which ERAF loans from the Housing Fund may be repaid has been modified by the adoption
of AB 1484. The requirement for repayment of these loans by certain dates has been eliminated.

In July 2009, the Legislature adopted AB 26 4x as a means of implementing a package of 30 bills
that were adopted in order to close the State’s budget deficit. Under this legislation the former
redevelopment agencies statewide were required to pay into their county’s “Supplemental” ERAF
(the “SERAF"), $1.7 billion in fiscal year 2009-10 and were required to pay another $350 million
in fiscal year 2010-11. Based on a State Controller formula, the former redevelopment agencies
were required to pay the required amounts by May 2010 and May 2011 respectively.

Under this legislation, the former redevelopment agencies could use any available funds to make
the SERAF payments. If Housing Set-Aside Requirement or Housing Fund amounts were
borrowed to make the SERAF payment, the borrowed amounts were required to be repaid to the
Housing Fund by June 30, 2015 and June 30, 2016 respectively. Under the requirements of Section
34191.4 amended by AB 1484, however, redevelopment agencies that borrowed from the Housing
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Fund to make the required SERAF payments for 2010 and for 2011 may only repay the borrowed
amounts from annual amounts that are 50% of the increase in annual Residual Revenues that are
above the Residual Revenue for fiscal year 2012-13. Repayment amounts are, under current
legislation, to be repaid to the Successor Housing Agency established pursuant to ABx1 26 and
AB 1484 (see below). Repayment of SERAF payment amounts borrowed from the Housing Fund
may only be repaid from growth in Residual Revenue. As a result, the repayment of these amounts
will have no impact on the Successor Agency’s ability to repay indebtedness.

ABXx1 26 and ABx1 27 were introduced in May 2011 as placeholder bills and were substantially
amended on June 14, 2011. These bills proposed to dramatically modify the Law as part of the
fiscal year 2011-12 State budget legislation. ABx1 26 would dissolve redevelopment agencies
statewide effective October 1, 2011 and suspend all redevelopment activities as of its effective
date. ABx1 27 would allow redevelopment agencies to avoid dissolution by opting into a voluntary
program requiring them to make substantial annual contributions to local school and special
districts. The bills were signed by the Governor in late June 2011 and were challenged by a suit
filed before the California Supreme Court by the CRA. On December 29, 2012, the Supreme
Court ruled that ABx1 27 was unconstitutional and that ABx1 26 was not unconstitutional. On
June 27, 2012, the legislature passed and the Governor signed Assembly Bill 1484. This
legislation made certain revisions to the language of ABx1 26 based on experience after its
implementation.

Once the obligations of the former redevelopment agencies have been recognized as Enforceable
Obligations, the Successor Agency is obliged to manage the repayment of those Enforceable
Obligations through the annual adoption of ROPS by the Oversight Board that is made up of
representatives of taxing entities within the former redevelopment agency. Membership of the
Oversight Board is dictated by Section 34179 of the Law. Effective July 1, 2018, there will be a
single Oversight Board in each county that will be responsible for adoption of ROPS for all
successor agencies in the county. The ROPS establishes the amounts that may be paid by the
Successor Agency on the former redevelopment agency’s debts during the six-month periods
following payments to the Successor Agency from the RPTTF by the County Auditor-Controller
on January 2 and Junel of each year.

In 2015 the legislature approved SB 107. Among the changes to the dissolution statutes that were
included in SB 107 was the affirmative elimination of the effectiveness of time and tax increment
limits from the redevelopment plans of the former project areas. Section 34189(a) now provides
that the elimination of these limits will not result in the restoration or continuation of funding for
projects whose contractual terms specified that project funding would cease once the limitations
in the redevelopment plans had been reached. It doesn’t appear that any of the obligations of the
Successor Agency will be affected by this change to the law.

Numerous lawsuits have been filed on various aspects of ABx1 26 and AB 1484 which could
impact the dissolution of redevelopment agencies. Our projections could be impacted as a result
of future court decisions.
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VII. Tax Sharing Agreements and Other Obligations

When the Project Area was adopted, the Former RDA entered into a number of tax sharing
agreements with affected taxing entities. A discussion of the terms of these agreements follows.

Riverside County General Fund

The agreement with Riverside County provides that the County entities will receive no pass-
through payments until gross tax increment revenue reaches an annual level of $7 million per year.
The agreement then requires that 100% of revenue above this $7 million per year amount will be
allocated to the County to a maximum of $5 million per year and only to a cumulative total of $75
million. The cumulative total amount allocated to the County pursuant to this aspect of the
agreement is $61.7 million through 2016-17. In addition, the County is to receive 50% of all tax
increment revenue that is above $12 million in each fiscal year. Tax increment revenue reached
the $7 million level in 2003-04 triggering payments to the County. In 2005-06 tax increment
revenues exceeded $12 million. Once the cumulative total of $75 million has been reached, the
$5 million per year amounts being paid to the County will cease. At this point, the Successor
Agency will continue to receive 100% of the first $7 million of tax increment revenue and the
County and Successor Agency will both receive one half of the balance of any remaining revenue.
This $75 million limit will be exceeded in FY2019-20 and the pass-through amount to the County
General Fund will then revert to 50% of all tax increment revenue above $7 million per year.

The terms of this agreement provide that the required payments will be subordinate to the payment
of debt service on the Bonds.

Riverside County Flood Control District

The Former RDA entered into an agreement with the Riverside County Flood Control District that
requires payments to be made based 50% of the District’s share (5.12%) of tax increment revenue
that is above $12 million per year and provision was made such that the Former RDA would retain
such portion of the remaining 50% of the District’s share based on the cost of certain flood control
improvements funded and installed by the Former RDA. No further flood control improvements
are being completed by the Successor Agency and the pass-through amount is projected to be
100% of the Flood Control District’s share of tax increment revenue that is above the $12 million
annual threshold.

Section 33676 Inflationary Payments to School Entities

Pursuant to the former Section 33676 of the Law, within redevelopment project areas adopted
between 1985 and 1994, taxing entities were permitted to elect to receive their proportional shares
of general levy revenue derived from inflationary growth on the Project Area’s base year real
property value. In 2001, the decision in Santa Ana Unified School District v. Orange County
Development Agency provided that school entities that had not entered into tax sharing agreements
with a redevelopment agency were entitled to payments under the former Section 33676 even if
they had not adopted resolutions electing to receive these payments in the manner required by this
statute.

Within the Project Area, payments under this statute are being received by the Moreno Valley
Unified School District, the Val Verde Unified School District, the Riverside County Office of
Education and the Riverside Community College District.
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Senior Bonds Debt Service Payments

The Successor Agency is obligated to the payment of amounts as reimbursement for special tax
levies for Community Facility District bonds and certain loan agreements with the City of Moreno
Valley. Debt service payments on the Community Facilities District 87-1 2007 Refunding Bonds
and the Community Facilities District 87-1 2007 Improvement Area 1 Bonds are obligations of
the Successor Agency with a lien on tax increment revenue that is senior to that of the Bonds. The
debt service amounts on these obligations is deducted from tax increment revenues prior to the
determination of Tax Revenue. The 2007 Refunding Bonds debt service will be fully repaid after
fiscal year 2020-21. The 2007 Improvement Area 1 Bonds debt service will be full repaid after
fiscal year 2022-23.

The City of Moreno Valley owns certain notes connected with the Moreno Valley Mall
development that require repayment of from tax increment revenues. These payments have been
subordinated to the payment of debt service on the Bonds and are no considered within the
projections.

VIII. Transfers of Ownership
Value will be added to the projected values for fiscal year 2018-19 as the result of transfers of

ownership that occurred after the January 1, 2017 lien date for the 2017-18 tax roll. These parcel
transfers will add new value to the 2018-19 tax rolls as illustrated in Table L below.

Table L
Value Added to Projected Tax Rolls
From Transfers of Ownership
No. of Transfers of
Ownership Value To Be Added
Value added to 2018-19 Tax Roll 248 $27,084,124

IX. Trended Taxable Value Growth

In accordance with Proposition 13, growth in real property land and improvement values may
reflect the year-to-year inflationary rate not to exceed 2% for any given year. A 2% growth rate
is the maximum inflationary growth rate permitted by law and this rate of growth has been realized
in all but ten years since 1981. The years in which less than 2% growth was realized included
fiscal years 1983-84 (1.0%), 1995-96 (1.19%), 1996-97 (1.11%), 1999-00 (1.85%), 2004-05
(1.867%), 2010-11 (-0.237%), 2011-12 (0.753%), 2014-15 (0.454%), 2015-16 (1.998%) and
2016-17 (1.525%). The Board announced on December 13, 2016 that the annual inflationary
adjustment for 2017-18 would be 2%. We have assumed this same adjustment in all subsequent
fiscal years. Future values will also be impacted by changes of ownership and new construction
not reflected in our projections. In addition, the values of property previously reduced in value
due to assessment appeals based on reduced market values could increase more than 2% when real
estate values increase more than 2% (see Section IV A above). Seismic activity and environmental
conditions such as hazardous substances that are not anticipated in this Report might also impact
taxable assessed values and Gross Revenues. HdL Coren & Cone makes no representation that
taxable assessed values will actually grow at the rate projected.



Successor Agency to the Community Redevelopment Agency of the City of Moreno Valley
Fiscal Consultant’s Report
August 16, 2017, Page 19

Anticipated revenues could be adjusted as a result of unidentified assessment appeal refunds, other
Assessor corrections discussed previously, or unanticipated increases or decreases in property tax
values. Estimated valuations from developments included in this analysis are based upon our
understanding of the general practices of the County Assessor and County Auditor-Controller’s
Office. General assessment practices are subject to policy changes, legislative changes, and the
judgment of individual appraisers. While we believe our estimates to be reasonable, taxable values
resulting from actual appraisals may vary from the amounts assumed in the projections.

Moreno Valley SA 2017 Refunding FCR Final
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APPENDIX B
SUMMARY OF THE INDENTURE

The following is a brief summary of certain provisions of the Indenture of Trust (the “Indenture™)
authorizing the Series 2017 Bonds that are not otherwise described in the text of this Official Statement.
Such summary is not intended to be definitive, and reference is made to the actual Indenture (copies of
which may be obtained from the Trustee) for the complete terms thereof.

DEFINITIONS

Unless the context otherwise requires, the terms defined below shall for all purposes of the
Indenture and of the Bonds and of any certificate, opinion, report, request or other document therein
mentioned have the meanings specified below.

“Additional Bonds™ shall mean all tax allocation bonds of the Agency authorized and executed
pursuant to the Indenture and issued and delivered in accordance with the Indenture as summarized herein
under the caption “ISSUANCE OF ADDITIONAL BONDS.”

“Agency” shall mean the Successor Agency to the Community Redevelopment Agency of the City
of Moreno Valley, as successor to the Former RDA in accordance with the Dissolution Act.

“AGM” shall mean Assured Guaranty Municipal Corp., or any successor thereto or assignee
thereof, as issuer of the 2017 Reserve Policy.

“Annual Debt Service” shall mean, for each Bond Year, the sum of (a) the interest due on the
Outstanding Bonds and any Parity Debt in such Bond Year, assuming that the Outstanding Bonds are retired
as scheduled (including by reason of mandatory sinking account redemptions), and (b) the scheduled
principal amount of the Outstanding Bonds due in such Bond Year (including any mandatory sinking
account redemptions due in such Bond Year).

“Authorized Denomination” shall mean $5,000 principal amount of Bonds, or any integral
multiple thereof.

“Average Annual Debt Service” shall mean the average of the Annual Debt Service for all Bond
Years, including the Bond Year in which the calculation is made.

“Bond Counsel” shall mean counsel of recognized national standing in the field of law relating to
municipal bonds.

“Bond Insurance Policy” shall mean, as the context suggests, each of the insurance policies or the
applicable insurance policy issued by the Bond Insurer, if any, guaranteeing the scheduled payment of
principal of, and the interest when due on, the applicable Series of Bonds. There is no Bond Insurance
Policy with respect to the Series 2017 Bonds.

“Bond Insurer” the issuer or issuers of a policy or policies of municipal bond insurance obtained
by the Agency to insure the payment of principal of and interest on a Series of Bonds issued under this
Indenture, when due otherwise than by acceleration, and which, in fact, are at any time insuring such Series
of Bonds. There is no Bond Insurer with respect to the Series 2017 Bonds.

“Bond Register” shall mean the registration books specified as such in the Indenture.

“Bond Year” shall mean (1) with respect to the initial Bond Year, the period from the date the
Bonds are originally delivered to and including the first succeeding August 1, and (2) thereafter, each
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twelve-month period from August 2 in any calendar year to and including August 1 in the following
calendar year.

“Bonds” shall mean the Series 2017 Bonds and all Additional Bonds.

“Business Day” shall mean a day of the year on which banks in Los Angeles, California, and any
other place in which the Corporate Trust Office of the Trustee is located are not required or authorized to
remain closed and on which the New York Stock Exchange is not closed.

“City” shall mean the City of Moreno Valley, California.

“Code” shall mean the Internal Revenue Code of 1986, as amended and any regulations of the
United States Department of the Treasury issued thereunder.

“Compliance Costs” shall mean those costs incurred by the Agency or the Trustee in connection
with their compliance with the Indenture and the Continuing Disclosure Certificate that are chargeable
against the Redevelopment Property Tax Trust Fund as provided in the Indenture as summarized herein
under the Captions “TAX REVENUES; CREATION OF FUNDS - Pledge of Tax Revenues; Tax Increment
Fund” and “COVENANTS OF THE AGENCY - Compliance Costs,” including legal fees and charges,
other related administrative costs of the Agency, fees and disbursements of consultants and professionals,
rating agency fees, amounts to reimburse AGM for draws on its 2017 Reserve Policy, the Bond Insurer, if
any, for draws on its Bond Insurance Policy (including any other amounts due to the Bond Insurer, if any),
and as may be due for draws on Qualified Reserve Account Credit Instruments, and all amounts required
to be rebated to the United States pursuant to Section 148(f) of the Code in accordance with the Indenture
as summarized herein under the caption “COVENANTS OF THE AGENCY - Tax Covenants; Rebate
Fund” and the Tax Certificate.

“Consultant’s Report” shall mean a report signed by an Independent Financial Consultant or an
Independent Redevelopment Consultant, as may be appropriate to the subject of the report, and including:

(D) a statement that the person or firm making or giving such report has read the pertinent
provisions of the Indenture to which such report relates;

2 a brief statement as to the nature and scope of the examination or investigation upon which
the report is based; and

3 a statement that, in the opinion of such person or firm, sufficient examination or
investigation was made as is necessary to enable said Independent Financial Consultant or Independent
Redevelopment Consultant to express an informed opinion with respect to the subject matter referred to in
the report.

“Continuing Disclosure Certificate” shall mean that Continuing Disclosure Certificate of the
Agency, dated September 13, 2017, relating to the Series 2017 Bonds, as originally executed and as it may
be amended from time to time in accordance with the terms thereof.

“Corporate Trust Office” shall mean such corporate trust office of the Trustee as may be
designated from time to time by written notice from the Trustee to the Agency, initially being such office
located in Los Angeles, California except that with respect to presentation of Bonds for registration,
payment, redemption, transfer or exchange, such terms shall mean the office, or agency of the Trustee at
any particular time, its corporate trust agency business shall be conducted, or such other office designated
by the Trustee from time to time as its Corporate Trust Office.

“Costs of Issuance Fund” shall mean the Fund by that name established pursuant to the Indenture.
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“Costs of Issuance” shall mean all items of expense directly or indirectly payable by or
reimbursable to the Agency or the City and related to the authorization, issuance, sale and delivery of the
Bonds and the refunding of the Refunded Bonds, including but not limited to publication and printing costs,
costs of preparation and reproduction of documents, filing and recording fees, fees and charges of the
Trustee and the Escrow Agent, legal fees and charges, fees and disbursements of consultants and
professionals, rating agency fees, fees and charges for preparation, execution, transportation and
safekeeping of the Bonds and any other cost, charge or fee in connection with the original issuance of the
Bonds and the refunding of the Refunded Bonds as provided in a Costs of Issuance invoice transmitted by
the Agency (which may include costs and expenses of the Agency and the City) to the Agency and the
Trustee at the time of the original issuance of the Bonds to be paid from proceeds of the Bonds in accordance
with the Indenture or as provided in a Supplemental Indenture.

“County” shall mean the County of Riverside, a political subdivision of the State of California.
“County Auditor-Controller” shall mean the Auditor-Controller of the County of Riverside.

“Dissolution Act” shall mean Parts 1.8 (commencing with Section 34161) and 1.85 (commencing
with Section 34170) of the Law.

“DOF” shall mean the State of California Department of Finance.

“Escrow Agent” shall mean Wells Fargo Bank, National Association, as prior trustee and Escrow
Agent under the Escrow Agreement.

“Escrow Agreement” shall mean the Irrevocable Refunding Instructions (Series 2007A Bonds).
“Expense Account” shall mean the account established pursuant to the Indenture.

“Federal Securities” shall mean (a) non-callable direct obligations of the United States of
America (“United States Treasury Obligations”), and (b) evidences of ownership of proportionate interests
in future interest and principal payments on United States Treasury Obligations held by a bank or trust
company as custodian, under which the owner of the investment is the real party in interest and has the right
to proceed directly and individually against the obligor and the underlying United States Treasury
Obligations are not available to any person claiming through the custodian or to whom the custodian may
be obligated.

“Fiscal Year” shall mean the period commencing on July 1 of each year after the date of the sale
and delivery of the Bonds and terminating on the next succeeding June 30, or any other annual accounting
period hereafter selected and designated by the Agency as its Fiscal Year in accordance with the Law and
with notice to the Trustee.

“Former RDA” shall mean the Community Redevelopment Agency of the City of Moreno Valley,
created by the City Council of the City.

“Indenture” shall mean the Indenture and all Supplemental Indentures.

“Independent Certified Public Accountant” shall mean any certified public accountant or firm
of such accountants duly licensed and entitled to practice and practicing as such under the laws of the State
of California, appointed and paid by the Agency, and who, or each of whom:

(1) is in fact independent and not under the domination of the Agency;

2 does not have any substantial interest, direct or indirect, with the Agency; and
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3 is not connected with the Agency as a member, officer or employee of the Agency, but
who may be regularly retained to make annual or other audits of the books of or reports to the Agency.

“Independent Financial Consultant™ shall mean a financial consultant or firm of such consultants
generally recognized to be well qualified in the financial consulting field, appointed and paid by the Agency
and who, or each of whom:

Q) is in fact independent and not under the domination of the Agency;
2 does not have any substantial interest, direct or indirect, with the Agency; and

3 is not connected with the Agency as a member, officer or employee of the Agency, but
who may be regularly retained to make annual or other reports to the Agency.

“Independent Redevelopment Consultant” shall mean a consultant or firm of such consultants
generally recognized to be well qualified in the field of consulting relating to tax allocation bond financing
by California redevelopment agencies and their successor agencies, appointed and paid by the Agency and
who, or each of whom:

@ is in fact independent and not under the domination of the Agency;
2 does not have any substantial interest, direct or indirect, with the Agency; and

3 is not connected with the Agency as a member, officer or employee of the Agency, but
who may be regularly retained to make annual or other reports to the Agency.

“Interest Account” shall mean the account maintained within the Tax Increment Fund pursuant to
the Indenture.

“Interest Payment Date” shall mean any February 1 or August 1 on which interest on any Series
of Bonds is scheduled to be paid, commencing February 1, 2018, with respect to the Series 2017 Bonds.

“Investment Agreement” shall mean an investment agreement or guaranteed investment contract
meeting the description and the requirements contained in clause (10) of the definition of Permitted
Investments in the Indenture.

“Investment Earnings” shall mean all interest earned and any realized gains and losses on the
investment of moneys in any fund or account created by the Indenture or by any Supplemental Indenture.

“Law” shall mean the Community Redevelopment Law of the State of California (being Part | of
Division 24 of the California Health and Safety Code, as amended), and all laws amendatory thereof or
supplemental thereto including, without limitation, the Dissolution Act.

“Maximum Annual Debt Service” shall mean the largest Annual Debt Service for any Bond Year,
including the Bond Year in which the calculation is made.

“MSRB” shall mean the Municipal Securities Rulemaking Board or any other entity designated or
authorized by the Securities and Exchange Commission to receive reports pursuant to the Rule. Until
otherwise designated by the MSRB or the Securities and Exchange Commission, filings with the MSRB
are to be made through the Electronic Municipal Market Access (EMMA) website of the MSRB, currently
located at http://emma.msrb.org.
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“Officer’s Certificate” shall mean a certificate signed by the Mayor, the City Manager or the
Director of Finance, acting for and on behalf of the Agency, the Executive Director of the Agency, or the
City Clerk acting for the Agency.

“Outstanding” when used as of any particular time with reference to Bonds, shall mean (subject
to the provisions of the Indenture as summarized herein under the caption “AMENDMENT OF THE
INDENTURE - Disqualified Bonds”) all Bonds except:

@ Bonds theretofore cancelled by the Trustee or surrendered to the Trustee for cancellation;

2 Bonds paid or deemed to have been paid within the meaning provided in the Indenture as
summarized herein under the caption “DEFEASANCE - Bonds Deemed to Have Been Paid”; and

3 Bonds in lieu of or in substitution for which other Bonds shall have been authorized,
executed, issued and delivered by the Agency pursuant to the Indenture.

“Oversight Board” shall mean the oversight board of the Agency duly constituted from time to
time pursuant to Section 34179 of the Dissolution Act.

“Owner” or “Bondowner” whenever employed in the Indenture shall mean the person in whose
name such Bond shall be registered.

“Parity Debt” shall mean any additional tax allocation bonds, notes, interim certificates,
debentures or other obligations issued by the Agency as permitted by the Indenture payable out of Tax
Revenues and ranking on a parity with the Bonds.

“Pass-Through Agreements” shall mean each pass-through agreement and tax sharing agreement
entered into by the Agency with respect to the Project Area.

“Pass Through Obligations” shall mean (i) the statutory pass-through obligations of the Agency
described under Section 33607.5 of the Law, and (ii) the Pass-Through Agreements, and shall include
amounts elected to be allocated pursuant to subdivision (a) of Section 33676 and Section 33607.7 or of the
California Health and Safety Code.

“Permitted Investments” shall mean any of the following to the extent then permitted by the
general laws of the State of California applicable to investments by local agencies (provided that the Trustee
shall be entitled to rely upon any Written Request from the Agency as conclusive certification to the Trustee
that the investments described therein are permitted by the general laws of the State of California applicable
to investments by local agencies):

@ (a) Direct obligations (other than an obligation subject to variation in principal repayment)
of the United States of America (“United States Treasury Obligations”), (b) obligations fully and
unconditionally guaranteed as to timely payment of principal and interest by the United States of America,
(c) obligations fully and unconditionally guaranteed as to timely payment of principal and interest by any
agency or instrumentality of the United States of America when such obligations are backed by the full
faith and credit of the United States of America, or (d) evidences of ownership of proportionate interests in
future interest and principal payments on obligations described above held by a national banking
association, bank, trust company or bank holding company as custodian, under which the owner of the
investment is the real party in interest and has the right to proceed directly and individually against the
obligor and the underlying government obligations are not available to any person claiming through the
custodian or to whom the custodian may be obligated (collectively “United States Obligations™). These
include, but are not necessarily limited to:

- U.S. Treasury obligations
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All direct or fully guaranteed obligations

- General Services Administration
Participation certificates

- U.S. Maritime Administration
Guaranteed Title XI financing

- Small Business Administration
Guaranteed participation certificates

- Guaranteed pool certificates

- Government National Mortgage Association (GNMA)
GNMA-guaranteed mortgage-backed securities
GNMA-guaranteed participation certificates

- U.S. Department of Housing & Urban Development
Local authority bonds

2 Obligations of instrumentalities or agencies of the United States of America limited to the
following: (a) the Federal Home Loan Bank Board (“FHLB”); (b) the Federal Home Loan Mortgage
Corporation (“FHLMC"); (c) the Federal National Mortgage Association (FNMA); (d) Federal Farm Credit
Bank (“FFCB™); (e) Government National Mortgage Association (“GNMA”); and (f) guaranteed portions
of Small Business Administration (“SBA”) notes.

3 Commercial paper having original maturities of not more than 270 days, payable in the
United States of America and issued by corporations that are organized and operating in the United States
with total assets in excess of $500 million and having at the time of purchase “A” or better rating for the
issuer’s long-term debt as provided by S&P and “A-1" or better rating for the issuer’s short-term debt as
provided by S&P.

4) The Riverside County Treasury Pool.

) Bills of exchange or time drafts drawn on and accepted by a commercial bank, otherwise
known as “bankers’ acceptances,” having original maturities of not more than 180 days. The institution
must have a minimum short-term debt rating of “P-1" by S&P, and a long-term debt rating of no less than
“A” by S&P.

(6) Shares of beneficial interest issued by diversified management companies, known as
money market funds, registered with the U.S. Securities and Exchange Commission under the Investment
Company Act of 1940 (15 U.S.C. Sec. 80a-1 et seq.) and whose fund has received the highest possible
rating from S&P and at least one other Rating Agency including funds for which the Trustee or its affiliates
receives and retains a fee for services provided to the fund, whether as a custodian, transfer agent,
investment advisor or otherwise.

(7) Certificates of deposit issued by a nationally- or state-chartered bank or a state or federal
association (as defined by Section 5102 of the California Financial Code) or by a state-licensed branch of
a foreign bank, in each case which has, or which is a subsidiary of a parent company which has, obligations
outstanding having a rating in the “A” category or better from S&P which may include the Trustee and its
affiliates.

(8) Pre-refunded municipal obligations rated “AAA” by S&P meeting the following
requirements:

@) the municipal obligations are (i) not subject to redemption prior to maturity or (ii)
the trustee for the municipal obligations has been given irrevocable instructions concerning their
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call and redemption and the issuer of the municipal obligations has covenanted not to redeem such
municipal obligations other than as set forth in such instructions;

(b) the municipal obligations are secured by cash or United States Treasury
Obligations which may be applied only to payment of the principal of, interest and premium on
such municipal obligations;

(c) the principal of and interest on the United States Treasury Obligations (plus any
cash in the escrow) has been verified by the report of independent certified public accountants to
be sufficient to pay in full all principal of, interest, and premium, if any, due and to become due on
the municipal obligations (“Verification”);

(d) the cash or United States Treasury Obligations serving as security for the
municipal obligations are held by an escrow agent or trustee in trust for owners of the municipal
obligations;

(e) no substitution of a United States Treasury Obligation shall be permitted except
with another United States Treasury Obligation and upon delivery of a new Verification; and

()] the cash or United States Treasury Obligations are not available to satisfy any other
claims, including those by or against the trustee or escrow agent.

9 Repurchase agreements which have a maximum maturity of 30 days, or due on demand,
and are fully secured at or greater than 102% of the market value plus accrued interest by obligations of the
United States Government, its agencies and instrumentalities, in accordance with number (2) above.

(10)  Investment agreements and guaranteed investment contracts with issuers having a long-
term debt rating of at least “AA-" by S&P.

(11)  Local Agency Investment Fund (established under Section 16429.1 of the California
Government Code), provided that such investment is held in the name and to the credit of the Trustee, and
provided further that the Trustee may restrict such investment if required to keep moneys available for the
purposes of the Indenture.

(12)  Shares in a State of California common law trust established pursuant to Title 1, Division
7, Chapter 5 of the California Government Code which invests exclusively in investments permitted by
Section 53601 of Title 5, Division 2, Chapter 4 of the California Government Code, as it may be amended.

“Principal Account” shall mean the account maintained within the Tax Increment Fund pursuant
to the Indenture.

“Principal Installment” shall mean, with respect to any Principal Payment Date, the principal
amount of Outstanding Bonds (including mandatory sinking account payments) due on such date, if any.

“Principal Corporate Trust Office” shall mean the office of the Trustee in Los Angeles,
California, except that with respect to presentation of Bonds for payment, transfer or exchange, such term
shall mean the corporate trust office, or agency of the Trustee at any particular time its corporate trust
agency business shall be conducted, or such other offices as it shall designate from time to time.

“Principal Payment Date” shall mean any August 1 on which principal of any Series of Bonds is
scheduled to be paid, commencing on August 1, 2018 with respect to the Series 2017 Bonds.
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“Project Area” shall mean the territory comprising the Moreno Valley Redevelopment Project,
approved by Ordinance No. 87-154 enacted by the City Council of the City on December 29, 1987, together
with any amendments duly authorized pursuant to the Redevelopment Law.

“Qualified Reserve Account Credit Instrument” shall mean (i) the 2017 Reserve Policy or (ii)
an irrevocable standby or direct-pay letter of credit or surety bond issued by a commercial bank or insurance
company and deposited with the Trustee pursuant to the Indenture as summarized herein in paragraph (d)
under the caption “TAX REVENUES; CREATION OF FUNDS - Establishment and Maintenance of
Account for Use of Moneys in the Tax Increment Fund” provided that all of the following requirements are
met by the Agency at the time of delivery thereof to the Trustee: (a) S&P or Moody’s has assigned a long-
term credit rating to such bank or insurance company of “A” (without regard to modifier) or higher; (b)
such letter of credit or surety bond has a term of at least twelve (12) months; (c) such letter of credit or
surety bond has a stated amount at least equal to the portion of the Reserve Account Requirement with
respect to which funds are proposed to be released pursuant to the Indenture as summarized herein in
paragraph (d) under the caption “TAX REVENUES; CREATION OF FUNDS - Establishment and
Maintenance of Accounts for Use of Moneys in the Tax Increment Fund”; (d) the Trustee is authorized
pursuant to the terms of such letter of credit or surety bond to draw thereunder an amount equal to any
deficiencies which may exist from time to time in the Interest Account, the Principal Account or the Term
Bonds Sinking Account for the purpose of making payments required pursuant to Section 5.03(d); and (e)
prior written notice is given to the Trustee before the effective date of any such Qualified Reserve Account
Credit Instrument.

“Rebate Fund” shall mean the Rebate Fund established pursuant to the Indenture.

“Rebate Instructions” shall mean those calculations and directions required to be delivered to the
Trustee by the Agency pursuant to the Tax Certificate.

“Rebate Requirement” shall mean the Rebate Requirement defined in the Tax Certificate.

“Recognized Obligation Payment Schedule” or “ROPS” shall mean a Recognized Obligation
Payment Schedule, setting forth the minimum payment amounts and due dates of payments required by
enforceable obligations for each fiscal year as provided in subdivision (0) of Section 34177 of the
Dissolution Act, each prepared and approved from time to time pursuant to the Dissolution Act.

“Redevelopment Obligation Retirement Fund” shall mean the fund by that name established
pursuant to Section 34170.5(a) of the Law and administered by the Agency.

“Redevelopment Plan shall mean the Redevelopment Plan for the Moreno Valley Merged
Redevelopment Project adopted on December 29, 1987 by Ordinance Number 97-154, together with any
amendments to such redevelopment plan duly authorized pursuant to the Law.

“Redevelopment Property Tax Trust Fund” shall mean the fund by that name established
pursuant to Section 34170.5(b) of the Law and administered by the County Auditor-Controller.

“Refunded Bonds” shall mean the Community Redevelopment Agency of the City of Moreno
Valley, 2007 Tax Allocation Bonds, Series A.

“Regulations’ shall mean temporary and permanent regulations promulgated or applicable under
Section 103 and all related provisions of the Code.

“Related Documents” shall mean the Indenture and any other document executed by the Agency

in connection with the issuance of the Series 2017 Bonds including, without limitation, the Series 2017
Bonds issued under the Indenture.
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“Reserve Account” shall mean the account maintained within the Tax Increment Fund pursuant
to the Indenture.

“Reserve Account Requirement” shall mean as of the date of any calculation, with respect to all
Outstanding Bonds an amount equal to the lesser of (i) the Maximum Annual Debt Service attributable to
the Outstanding Bonds or (ii) 125% of Average Annual Debt Service attributable to the Outstanding Bonds;
provided however, that the Reserve Account Requirement when issuing a new Series of Bonds shall be the
lesser of (i) or (ii) above, but limited to the addition to the Reserve Account of no more than 10% of the
proceeds from the sale of such new Series of Bonds.

“Responsible Officer” shall mean any Vice-President, Assistant Vice President, Trust Officer or
other officer of the Trustee having regular responsibility for corporate trust matters.

“ROPS Payment Period” shall mean a ROPS Period; provided, that if the Dissolution Act is
hereafter amended such that each ROPS Period covers a fiscal period of a different length, then “ROPS
Payment Period” shall mean the period during which moneys distributed on a RPTTF Distribution Date are
permitted to be expended under the Dissolution Act, as amended.

“ROPS Period” shall mean each annual period from July 1 to June 30, inclusive, as provided in
subdivision (0) of Section 34177 of the Dissolution Act; provided, that if the Dissolution Act is hereafter
amended such that each ROPS covers a fiscal period of a different length, then “ROPS Period” shall mean
such other applicable period established under the Dissolution Act, as amended.

“RPTTF” or “Redevelopment Property Tax Trust Fund” shall mean the fund by that name
established pursuant to Health and Safety Code Section 34170.5(b) and administered by the County
Auditor-Controller.

“RPTTF Distribution Date” shall mean each January 2 and June 1, as specified in Section 34183
of the Dissolution Act, on which the County Auditor-Controller allocates and distributes to the Agency
monies from the RPTTF for payment on enforceable obligations pursuant to an approved ROPS.

“Securities Depository” shall mean, initially, The Depository Trust Company, New York, N.Y.,
or, in accordance with then-current guidelines of the Securities and Exchange Commission, such other
securities depositories, or no such depositories, as designated by the Trustee.

“Senior Bond Indentures” shall mean the Senior Towngate Indenture and the Senior
Improvement Area No. 1 Indenture.

“Senior Improvement Area No. 1 Indenture” shall mean the Bond Indenture, dated as of October
1, 2007, between the Community Facilities District No. 87-1 (Towngate) of the City of Moreno Valley and
Wells Fargo Bank, National Association, as trustee, relating to the City of Moreno Valley Community
Facilities District No. 87-1 (Towngate) Improvement Area No. 1, Special Tax Refunding Bonds.

“Senior Towngate Indenture” shall mean the Bond Indenture, dated as of October 1, 2007,
between the Community Facilities District No. 87-1 (Towngate) of the City of Moreno Valley and Wells
Fargo Bank, National Association, as trustee, relating to the City of Moreno Valley Community Facilities
District No. 87-1 (Towngate), 2007 Special Tax Refunding Bonds.

“Senior Bonds” shall mean (i) the City of Moreno Valley Towngate Community Facilities District
No. 87-1, 2007 Special Tax Refunding Bonds, originally issued in the amount of $10,665,000, of which
$4,545,000 are outstanding and (ii) the City of Moreno Valley Community Facilities District No. 87-1
(Towngate) Improvement Area No. 1, Special Tax Refunding Bonds, originally issued in the amount of
$4,075,000, of which $2,115,000 are outstanding.
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“Serial Bonds” shall mean Bonds for which no Sinking Account Installments are provided.

“Series” shall mean the initial series of Series 2017 Bonds executed, authenticated and delivered
and identified pursuant to the Indenture as the Series 2017 Bonds and any Additional Bonds issued pursuant
to a Supplemental Indenture and identified as a separate series of Bonds.

“Series 2017 Bonds” shall mean the Successor Agency to the Community Redevelopment Agency
of the City of Moreno Valley Subordinate Tax Allocation Refunding Bonds, Series 2017.

“Sinking Account Installment” shall mean the amount of money required to be paid by the
Agency on a Sinking Account Payment Date toward the retirement of any particular Term Bonds on or
prior to their respective stated maturities, as set forth in the Indenture.

“Sinking Account Payment Date” shall mean any August 1 on which Sinking Account
Instaliments on Term Bonds are scheduled to be paid, as set forth in the Indenture.

“S&P” shall mean S&P Global Ratings, a business unit of Standard & Poor’s Financial Services
LLC, and its successors and assigns, except that if such corporation shall be dissolved or liquidated or shall
no longer perform the functions of a securities rating agency, then “S&P” shall be deemed to refer to any
other nationally-recognized rating agency selected by the Agency.

“Substitute Depository” shall mean the substitute depository as defined in the Indenture as
summarized herein under the caption “THE BONDS; CERTAIN PROVISIONS OF THE BONDS - Use
of Depository.”

“Supplemental Indenture” shall mean any indenture amending or supplementing the Indenture,
but only if and to the extent that such Supplemental Indenture is specifically authorized under the Indenture.

“2017 Reserve Policy” shall mean the Municipal Bond Debt Service Reserve Insurance Policy
issued by AGM and dated September 13, 2017.

“Tax Certificate” shall mean that certificate and agreement, relating to various federal tax
requirements, including the requirements of Section 148 of the Code, signed by the Agency on the date the
Series 2017 Bonds are issued, as the same may be amended or supplemented in accordance with its terms.

“Tax Exempt” shall mean, with respect to interest on any obligations of a state or local
government, that such interest is excluded from the gross income of the owners thereof for federal income
tax purposes, whether or not such interest is includable as an item of tax preference or otherwise includable
directly or indirectly for purposes of calculating other tax liabilities, including any alternative minimum tax
or environmental tax under the Code.

“Tax Increment Fund” shall mean the fund established pursuant to the Indenture.

“Tax Revenues” shall mean all taxes annually allocated and paid to the Agency pursuant to Article
6 of Chapter 6 (commencing with Section 33670) of the Law, Section 16 of Article XV1 of the Constitution
of the State and other applicable state laws and as provided in the Redevelopment Plan available for or
deposited into the RPTTF, to the extent not payable to Senior Bonds, payable with respect to Pass Through
Obligations, and subject to the equal and senior claims of indebtedness, if, any.

If, and to the extent, that the provisions of Section 34172 or paragraph (2) of subdivision (a) of
Section 34183 of the Dissolution Act are invalidated by a final judicial decision, then Tax Revenues will
include all tax revenues allocated to the payment of indebtedness pursuant to California Health and Safety
Code Section 33670 or such other section as may be in effect at the time providing for the allocation of tax
increment revenues in accordance with Article XVI, Section 16 of the California Constitution.
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“Term Bonds” shall mean Bonds which are payable on or before their specified maturity dates
from Sinking Account Installments established for that purpose.

“Term Bonds Sinking Account” shall mean the account maintained within the Tax Increment
Fund pursuant to the Indenture.

“Trustee” shall mean Wells Fargo Bank, National Association, appointed by the Agency and
acting with the duties and powers provided in the Indenture, and its successors and assigns, or any other
corporation or association which may at any time be substituted in its place, as provided in the Indenture.

“Verification Report” shall mean a report of an independent firm of nationally recognized
certified public accountants, or such other firm as shall be acceptable to the Bond Insurer, if any, addressed
to the Agency, the Trustee and the Bond Insurer, if any, verifying the sufficiency of the escrow established
to pay Bonds in full at maturity or on a redemption date.

“Written Request of the Agency” shall mean an instrument in writing signed by the Mayor, the
City Manager or Chief Financial Officer, acting for and on behalf of the Agency, the Executive Director of
the Agency, or the City Clerk acting for the Agency, or by any other officer of the Agency duly authorized
by the Agency for that purpose.

THE BONDS; CERTAIN PROVISIONS OF THE BONDS

General Authorization; Bonds. The Series 2017 Bonds and Additional Bonds may be issued at
any time under and subject to the terms of the Indenture. The Agency has reviewed all proceedings taken
relative to the authorization of the Series 2017 Bonds and has found, as a result of such review, and finds
and determines under the Indenture that all acts, conditions and things required by law to exist, happen or
be performed precedent to and in connection with the issuance of the Series 2017 Bonds do exist, have
happened and have been performed in due time, form and manner as required by law, and the Agency is
now duly authorized, pursuant to each and every requirement of law, to issue the Series 2017 Bonds in the
manner and form provided in the Indenture. Accordingly, the Agency authorizes the issuance of the Series
2017 Bonds for the purposes set forth in the Indenture.

Equal Security. In consideration of the acceptance of the Bonds by the Owners thereof, the
Indenture shall be deemed to be and shall constitute a contract between the Agency and the Owners from
time to time of all Bonds issued under the Indenture and then Outstanding to secure the full and final
payment of the interest on and principal of and redemption premiums, if any, on all Bonds authorized,
executed, issued and delivered under the Indenture, subject to the agreements, conditions, covenants and
provisions contained in the Indenture; and the agreements and covenants set forth in the Indenture to be
performed on behalf of the Agency shall be for the equal and proportionate benefit, security and protection
of all Owners of the Bonds without preference, priority or distinction as to security or otherwise of any
Bonds over any other Bonds.

Transfer of Bonds. Any Bond may, in accordance with its terms, be transferred, upon the books
required to be kept pursuant to the provisions of the Indenture, by the person in whose name it is registered,
in person or by his duly authorized attorney, upon surrender of such Bond at the Corporate Trust Office for
cancellation, accompanied by delivery of a duly executed written instrument of transfer in a form approved
by the Trustee.

Whenever any Bond or Bonds shall be surrendered for transfer, the Agency shall execute and the
Trustee shall authenticate and deliver a new Bond or Bonds for a like aggregate principal amount of the
same Series, interest rate and maturity date (and interest rate in the case of bifurcated maturities). The
Trustee shall require the payment by the Owner requesting such transfer of any tax or other governmental
charge required to be paid with respect to such transfer.
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The Trustee shall not be required to register the transfer of any Bonds during the fifteen (15) days
prior to the date of selection of the Bonds for redemption, or of any Bonds selected for redemption.

Exchange of Bonds. The Bonds may be exchanged at the Corporate Trust Office for a like
aggregate principal amount of Bonds of the same Series, interest rate and maturity date (and interest rate in
the case of bifurcated maturities) in other authorized denominations. The Trustee shall require the payment
by the Owner requesting such exchange of any tax or other governmental charge required to be paid with
respect to such exchange.

The Trustee shall not be required to exchange any Bonds during the fifteen (15) days prior to the
date of selection of the Bonds for redemption, or of any Bonds selected for redemption.

Use of Depository. Notwithstanding any provision of the Indenture to the contrary:

@) The Bonds shall be initially issued as described in this Official Statement. Registered
ownership of the Bonds, or any portion thereof, may not thereafter be transferred except:

() To any successor of the Securities Depository or its nominee, or to any substitute
depository designated pursuant to clause (ii) of this subsection (a) (“Substitute Depository”);
provided that any successor of the Securities Depository or Substitute Depository shall be qualified
under any applicable laws to provide the service proposed to be provided by it;

(i) To any Substitute Depository designated by the Agency and not objected to by the
Trustee, upon (1) the resignation of the Securities Depository or its successor (or any Substitute
Depository or its successor) from its functions as depository or (2) a determination by the Agency
that the Securities Depository or its successor (or any Substitute Depository or its successor) is no
longer able to carry out its functions as depository; provided that any such Substitute Depository
shall be qualified under any applicable laws to provide the services proposed to be provided by it;
or

(iii)  To any person as provided below, upon (1) the resignation of the Securities
Depository or its successor (or Substitute Depository or its successor) from its functions as
depository; provided that no Substitute Depository which is not objected to by the Trustee can be
obtained or (2) a determination by the Agency that it is in the best interests of the Agency to remove
the Securities Depository or its successor (or any Substitute Depository or its successor) from its
functions as depository.

(b) In the case of any transfer pursuant to clause (i) or clause (ii) of subsection (a) above, upon
receipt of the Outstanding Bonds by the Trustee, together with a Written Request of the Agency to the
Trustee, a single new Bond shall be executed and delivered in the aggregate principal amount of the Bonds
then Outstanding, registered in the name of such successor or such Substitute Depository, or their nominees,
as the case may be, all as specified in such Written Request of the Agency. In the case of any transfer
pursuant to clause (iii) of subsection (a) above, upon receipt of the Outstanding Bonds by the Trustee
together with a Written Request of the Agency to the Trustee, new Bonds shall be executed and delivered
in such denominations numbered in consecutive order and registered in the names of such persons as are
requested in such a Written Request of the Agency, subject to the limitations of the Indenture; provided
that the Trustee shall not be required to deliver such new Bonds within a period less than sixty (60) days
from the date of receipt of such a Written Request of the Agency.

(c) In the case of partial redemption or an advance refunding of the Bonds evidencing all or a
portion of the principal amount Outstanding, the Securities Depository shall make an appropriate notation
on the Bonds indicating the date and amounts of such reduction in principal, in form acceptable to the
Trustee.
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(d) The Agency and the Trustee shall be entitled to treat the person in whose name any Bond
is registered as the Owner thereof for all purposes of the Indenture and any applicable laws, notwithstanding
any notice to the contrary received by the Trustee or the Agency; and the Agency and the Trustee shall have
no responsibility for transmitting payments to, communication with, notifying, or otherwise dealing with
any beneficial owners of the Bonds. Neither the Agency nor the Trustee will have any responsibility or
obligations, legal or otherwise, to the beneficial owners or to any other party including the Securities
Depository or its successor (or Substitute Depository or its successor), except for the Owner of any Bond.

(e) So long as the outstanding Bonds are registered in the name of Cede & Co. or its registered
assign, the Agency and the Trustee shall cooperate with Cede & Co., as sole registered Owner, and its
registered assigns in effecting payment of the principal of and redemption premium, if any, and interest on
the Bonds by arranging for payment in such manner that funds for such payments are properly identified
and are made immediately available on the date they are due.

Bond Registration Books. (a) The Trustee will keep or cause to be kept sufficient books for the
registration and transfer of the Bonds, which shall at all times, upon reasonable notice, be open to inspection
by any Bondowner or his agent duly authorized in writing or the Agency; and, upon presentation for such
purpose, the Trustee shall, under such reasonable regulations as it may prescribe, register or transfer or
cause to be registered or transferred, on such books, Bonds as provided in the Indenture.

(b) The person in whose name any Bond shall be registered shall be deemed the owner thereof
for all purposes thereof, and payment of or on account of the principal of, and the interest on or redemption
price of by such Bond shall be made only to or upon the order in writing of such Owner, which payment
shall be valid and effectual to satisfy and discharge the liability upon such Bond to the extent of the sum or
sums so paid.

(c) Upon initial issuance of the Bonds, the ownership of all such Bonds shall be registered in
the registration records maintained by the Trustee pursuant to the Indenture in the name of Cede & Co.

Mutilated, Destroyed, Stolen or Lost Bonds. In case any Bond shall become mutilated, or shall
be believed by the Agency or the Trustee to have been destroyed, stolen or lost, upon proof of ownership
satisfactory to the Trustee, and upon the surrender of such mutilated Bond at the Corporate Trust Office or
upon the receipt of evidence satisfactory to the Trustee of such destruction, theft or loss, and upon receipt
also of indemnity for the Trustee and the Agency satisfactory to the Trustee, and upon payment by the
Owner of all expenses incurred by the Agency and the Trustee, the Agency shall execute and the Trustee
shall authenticate and deliver at said office a new Bond or Bonds of the same Series and maturity and for
the same aggregate principal amount, of like tenor and date, bearing the same number or humbers, with
such notations as the Trustee shall determine, in exchange and substitution for and upon cancellation of the
mutilated Bond, or in lieu of and in substitution for the Bond so destroyed, stolen or lost.

If any such destroyed, stolen or lost Bond shall have matured or shall have been called for
redemption, payment of the amount due thereon may be made by the Agency or the Trustee upon receipt
of like proof, indemnity and payment of expenses.

Any such replacement Bonds issued pursuant to this section shall be entitled to equal and
proportionate benefits with all other Bonds issued under the Indenture. The Agency and the Trustee shall
not be required to treat both the original Bond and any duplicate Bond as being Outstanding for the purpose
of determining the principal amount of Bonds which may be issued under the Indenture or for the purpose
of determining any percentage of Bonds Outstanding under the Indenture, but both the original and
replacement Bond shall be treated as one and the same.

Validity of Bonds. The validity of the authorization and issuance of the Bonds shall not be affected
in any way by any proceedings taken by the Agency for the financing or refinancing of any redevelopment
project financed with proceeds of the Refunded Bonds, or by any contracts made by the Agency in

B-13



connection therewith, and shall not be dependent upon the completion of the financing such redevelopment
project or upon the performance by any person of his obligation with respect to such redevelopment project,
and the recital contained in the Bonds that the same are issued pursuant to the Law shall be conclusive
evidence of their validity and of the regularity of their issuance.

ISSUANCE OF ADDITIONAL BONDS

Conditions for the Issuance of Additional Bonds. The Agency may at any time after the issuance
and delivery of the Series 2017 Bonds under the Indenture issue Additional Bonds under the Indenture
payable from the Tax Revenues and secured by a lien and charge upon the Tax Revenues equal to and on a
parity with the lien and charge securing the Outstanding Bonds theretofore issued under the Indenture, for
the purpose of refunding bonds or other indebtedness of the Agency or the Former RDA (including, without
limitation, refunding Bonds outstanding under the Indenture) in accordance with the Law, including
payment of all costs incidental to or connected with such refunding or providing for the funding of related
reserves, but only subject to the following specific conditions, which are conditions precedent to the
issuance of any such Additional Bonds:

@) A Written Request of the Agency shall have been filed with the Trustee containing
a statement to the effect that the Agency shall be in compliance with all covenants set forth in the
Indenture and any Supplemental Indentures, and no Event of Default shall have occurred and be
continuing.

(b) The issuance of such Additional Bonds shall have been duly authorized pursuant
to the Law and all applicable laws, and the issuance of such Additional Bonds shall have been
provided for by a Supplemental Indenture; which shall specify the following:

(1) The authorized principal amount of such Additional Bonds;

(i) The date and the maturity date or dates of such Additional Bonds; provided
that (i) Principal Payment Dates and Sinking Account Payment Dates may occur only on
Interest Payment Dates, and (ii) fixed serial maturities or mandatory Sinking Account
Installments, or any combination thereof, shall be established to provide for the retirement
of all such Additional Bonds on or before their respective maturity dates;

(i)~ The Interest Payment Dates for such Additional Bonds; provided that
Interest Payment Dates shall be on the same semiannual dates as the Interest Payment Dates
for Series 2017 Bonds;

(iv)  The denomination and method of numbering of such Additional Bonds;

(V) The redemption premiums, if any, and the redemption terms, if any, for
such Additional Bonds;

(vi)  The amount and due date of each mandatory Sinking Account Installment,
if any, for such Additional Bonds;

(vii)  The amount, if any, to be deposited from the proceeds of such Additional
Bonds in the Reserve Account; provided that the amount deposited in or credited to such
Reserve Account shall be increased at or prior to the time such Additional Bonds become
Outstanding to an amount at least equal to the Reserve Account Requirement on all then
Outstanding Bonds and such Additional Bonds, and that an amount at least equal to the
Reserve Account Requirement on all Outstanding Bonds shall thereafter be maintained in
or credited to such Reserve Account;

(viii)  The form of such Additional Bonds; and
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(ix) Such other provisions, as are necessary or appropriate and not inconsistent
with the Indenture.

(c) Such Additional Bonds may be issued only for the purpose of refunding bonds or
other indebtedness of the Agency or its Former RDA (including, without limitation, refunding
Bonds outstanding under the Indenture) in accordance with the Law, including payment of all costs
incidental to or connected with such refunding and funding or providing for the funding of related
reserves, and the payment of all costs incidental to or connected with such refunding, provided that
the issuance of such Additional Bonds shall comply with the terms of California Health and Safety
Code Section 34177.5.

The Agency shall refund outstanding Senior Bonds on a parity with the Bonds only to the
extent such refunding would be permitted by Section 34177.5(a) of the Dissolution Act. Nothing
contained in the Indenture shall limit the issuance of any tax increment bonds or other obligations
of the Agency secured by a lien and charge on Tax Revenues junior to that of the Bonds.

Procedure for the Issuance of Additional Bonds. All of the Additional Bonds shall be
executed by the Agency for issuance under the Indenture and delivered to the Trustee and thereupon shall
be delivered by the Trustee upon the Written Request of the Agency, but only upon receipt by the Trustee
of the following documents or money or securities:

@) A certified copy of the Supplemental Indenture authorizing the issuance of such
Additional Bonds;

(b) A Written Request of the Agency as to the authentication and delivery of such
Additional Bonds;

) An opinion of Bond Counsel to the effect that (1) the Agency has the right and
power under the Law to enter into the Indenture and all Supplemental Indentures thereto, and the
Indenture and all such Supplemental Indentures have been duly executed by the Agency and are
valid and binding upon the Agency and enforceable against the Agency in accordance with their
terms (except as enforcement may be limited by bankruptcy, insolvency, reorganization and other
similar laws relating to the enforcement of creditors’ rights, by application of equitable principles
and by exercise of judicial discretion in appropriate cases), and no other authorization for the
Indenture or such Supplemental Indentures is required; (2) the Indenture creates the valid pledge
which it purports to create of the Tax Revenues as provided in the Indenture, subject to the
application thereof to the purposes and on the conditions permitted by the Indenture; and (3) such
Additional Bonds are valid and binding special obligations of the Agency, enforceable in
accordance with their terms (except as enforcement may be limited by bankruptcy, insolvency,
reorganization and other similar laws relating to the enforcement of creditors’ rights, by application
of equitable principles and by exercise of judicial discretion in appropriate cases) and the terms of
the Indenture and all Supplemental Indentures thereto and entitled to the benefits of the Indenture
and all such Supplemental Indentures and the Law, and such Additional Bonds have been duly and
validly authorized and issued in accordance with the Law and the Indenture and all such
Supplemental Indentures;

(d) A Written Request of the Agency containing such statements as may be reasonably
necessary to show compliance with the requirements of the Indenture; and

(e) Such further documents, money and securities as are required by the provisions of
the Indenture and the Supplemental Indenture providing for the issuance of such Additional Bonds.
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TAX REVENUES; CREATION OF FUNDS

Pledge of Tax Revenues; Tax Increment Fund. Subject only to the provisions of the Indenture
permitting the application thereof for the purposes and on the terms and conditions set forth under the
Indenture, all of the Tax Revenues and all amounts on deposit from time to time in the funds and accounts
established under the Indenture (other than the Expense Account and the Rebate Fund) are pledged under
the Indenture to the payment of the principal of and interest on the Outstanding Bonds and any Parity Debt
as provided under the Indenture. Under the Indenture, the Agency irrevocably grants to the Trustee for the
benefit of AGM, as issuer of the 2017 Reserve Policy and the Owners of the Outstanding Bonds a first
charge and lien on, and a security interest in, and pledges and assigns, the Tax Revenues, whether held by
the Agency, the County Auditor-Controller or the Trustee, and all amounts in the funds and accounts
established under the Indenture (other than the Expense Account and the Rebate Fund), including the
“Successor Agency to the Community Redevelopment of the City of Moreno Valley Tax Increment Fund”
(hereinafter called the “Tax Increment Fund”), which is created by the Agency and which fund the Agency
covenants and agrees under the Indenture to maintain with the Trustee so long as any Bonds shall be
Outstanding under the Indenture or amounts are owed to AGM, to the Trustee for the benefit of AGM as
issuer of the 2017 Reserve Policy, and the Owners of the Outstanding Bonds.

Notwithstanding the foregoing, there shall not be deposited with the Trustee for deposit in the Tax
Increment Fund any taxes eligible for allocation to the Agency pursuant to the Law in an amount in excess
of that amount which, together with all money then on deposit with the Trustee in the Tax Increment Fund
and the accounts therein, shall be sufficient to discharge all Outstanding Bonds as provided in the Indenture
as summarized herein under the caption “DEFEASANCE.” No additional bonds payable from Tax
Revenues on a basis senior to or on a parity with the Bonds will be issued except as provided in the Indenture
as summarized herein under the caption “ISSUANCE OF ADDITIONAL BONDS.”

The Agency covenants and agrees that, subject to the prior application and lien in favor of the
Senior Bonds, all Tax Revenues when and as received, will be received by the Agency in trust and will be
transferred to the Trustee as provided in the Indenture within a reasonable period of time from the receipt
by the Agency thereof, for deposit by the Trustee in the Tax Increment Fund and will be accounted for
through and held in trust in the Tax Increment Fund, and the Agency shall have no beneficial right or
interest in any of such money, except only as specifically provided otherwise in the Indenture. All such Tax
Revenues, whether received by the Agency and held in trust pending transfer or deposited with the Trustee,
all as provided in the Indenture, shall nevertheless be disbursed, allocated and applied solely to the uses and
purposes set forth in the Indenture, and shall be accounted for separately and apart from all other money,
funds, accounts or other resources of the Agency. Any Tax Revenues received by the Trustee in the Tax
Increment Fund (other than amounts deposited in the Reserve Account) in excess of the amounts required
to be held by the Trustee in the Tax Increment Fund shall be released from the pledge and lien under the
Indenture and transferred to the Agency and may be used for any lawful purpose of the Agency.

Pursuant to the laws of the State of California, including California Health and Safety Code
Sections 34183 and 34170.5(b), the County Auditor-Controller is obligated to deposit the Tax Revenues
into the Redevelopment Property Tax Trust Fund. In furtherance of the terms of the Indenture and the
Dissolution Act, and in accordance with the County Auditor-Controller’s obligations as set forth in
California Health and Safety Code Section 34183, the Agency shall take all steps to ensure that the County
Auditor-Controller (1) deposits the Tax Revenues into the Redevelopment Property Tax Trust Fund, (2)
allocates funds for the principal and interest payments due on the Outstanding Bonds and any Parity Debt
and any deficiency in the Reserve Account (including amounts due to AGM as issuer of the 2017 Reserve
Policy) pursuant to each valid Recognized Obligation Payment Schedule in accordance with the Dissolution
Act and as provided in the Indenture, and (3) make the transfers to the Trustee required under the Indenture.

The Agency will take all actions required under the Dissolution Act to include on its ROPS the

amounts described below to be transmitted to the Trustee for the applicable ROPS Period in order to satisfy
the requirements of the Indenture, including any amounts required to pay principal and interest payments
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due on the Senior Bonds, Outstanding Bonds and any Parity Debt, any Compliance Costs, any deficiency
in the Reserve Account to the full amount of the Reserve Account Requirement (including amounts due to
AGM as issuer of the 2017 Reserve Policy) and any deficiency in the reserve accounts under the indentures
for the Senior Bonds. The Agency shall submit an Oversight Board-approved ROPS to the County Auditor-
Controller and the Department of Finance on or before February 1 with respect to the ROPS Period
commencing the following July 1.

Expected Compliance Costs, if any, will be included in each ROPS in accordance with the
Dissolution Act.

In furtherance of such pledge, and in preparing a given ROPS, the Agency shall reflect on each
annual ROPS that the amount due to the Trustee, received in trust from the County Auditor-Controller for
deposit in the Tax Increment Fund on January 2 of the next calendar year from Tax Revenues required to
be deposited into the RPTTF shall equal (1) the sum of (a) all scheduled principal payments and Sinking
Account Installments due and payable on the Outstanding Bonds and any Parity Debt during the next
calendar year, and (b) all scheduled interest payments due and payable on the Outstanding Bonds and any
Parity Debt during the next calendar year, plus (2) the amount of any deficiency in the Reserve Account
(including amounts due to AGM as issuer of the 2017 Reserve Policy), less (3) the amounts, if any, on
deposit in the Tax Increment Fund as of the date of submission for the ROPS pursuant to this section that
are in excess of the amounts required to be applied to payment of principal of or interest or sinking account
payments on the Outstanding Bonds and any Parity Debt in the then current calendar year. The amount due
to the Trustee from the County Auditor-Controller for deposit in the Tax Increment Fund on June 1 of the
next calendar year from amounts required to be deposited into the RPTTF shall be equal to the remainder
due and payable on the Outstanding Bonds and any Parity Debt during the next calendar year in an amount
equal to not less than (1) the remaining the sum of (a) all scheduled principal payments and Sinking Account
Instaliments due and payable on the Outstanding Bonds and any Parity Debt during the next calendar year,
and (b) all scheduled interest payments due and payable on the Outstanding Bonds and any Parity Debt
during the next calendar year, plus (2) the amount of any remaining deficiency in the Reserve Account.

Tax Revenues received by the Agency during a ROPS Period in excess of the amount required, as
provided in this section, to be deposited in the Tax Increment Fund shall, immediately following the deposit
with the Trustee of the amounts required to be so deposited as provided in this section on each such date,
be released from the pledge, security interest and lien under the Indenture for the security of the Outstanding
Bonds, and may be applied by the Agency for any lawful purpose of the Agency, including but not limited
to the payment of subordinate debt, or the payment of any amounts due and owing to the United States of
America pursuant to the Indenture as summarized herein under the caption “COVENANTS OF THE
AGENCY - Tax Covenants; Rebate Fund.” Prior to the payment in full of the principal of and interest and
redemption premium (if any) on the Outstanding Bonds and any Parity Debt and the payment in full of all
other amounts payable under the Indenture and under any Supplemental Indentures, the Agency shall not
have any beneficial right or interest in the moneys on deposit in the Tax Increment Fund, except as may be
provided in the Indenture and in any Supplemental Indenture.

Receipt and Deposit of Tax Revenues. The Agency covenants and agrees that, subject to the
prior application and lien in favor of the Senior Bonds, all Tax Revenues, when and as received in
accordance with the Indenture as summarized herein under the caption “TAX REVENUES; CREATION
OF FUNDS - Pledge of Tax Revenues; Tax Increment Fund,” will be received by the Agency in trust under
the Indenture and shall be deemed to be held by the Agency as agent for the Trustee and will, not later than
ten (10) Business Days following such receipt, be deposited by the Agency with the Trustee in the Tax
Increment Fund and will be accounted for through and held in trust in the Tax Increment Fund, and the
Agency shall have no beneficial right or interest in any of such money, except only as in the Indenture
provided; provided that the Agency shall not be obligated to deposit in the Tax Increment Fund in any
calendar year an amount which exceeds the amounts required to be transferred to the Trustee for deposit
into the Tax Increment Fund pursuant to the Indenture as summarized herein under the caption “TAX
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REVENUES; CREATION OF FUNDS - Pledge of Tax Revenues; Tax Increment Fund.” All such Tax
Revenues, whether received by the Agency in trust or deposited with the Trustee, all as provided in the
Indenture, shall nevertheless be disbursed, allocated and applied solely to the uses and purposes set forth
under the Indenture, and shall be accounted for separately and apart from all other money, funds, accounts
or other resources of the Agency.

Establishment and Maintenance of Accounts for Use of Moneys in the Tax Increment Fund.
Subject to the prior application and lien in favor of the Senior Bonds, all Tax Revenues in the Tax Increment
Fund shall be set aside by the Trustee in each Bond Year when and as received in the following respective
special accounts within the Tax Increment Fund (each of which is created under the Indenture and each of
which the Agency covenants and agrees under the Indenture to cause to be maintained with the Trustee so
long as the Bonds shall be Outstanding under the Indenture), in the following order of priority (except as
otherwise provided in subsection (b) below):

(@B Interest Account;

2 Principal Account;

3 Term Bonds Sinking Account;
(@) Reserve Account; and

5) Expense Account.

All moneys in each of such accounts shall be held in trust by the Trustee and shall be applied, used
and withdrawn only for the purposes authorized under the Indenture in this section

@) Interest Account. The Trustee shall set aside from the Tax Increment Fund and deposit in
the Interest Account an amount of money which, together with any money contained therein, is equal to the
aggregate amount of the interest becoming due and payable on all Outstanding Bonds on the Interest
Payment Dates in such Bond Year. No deposit need be made into the Interest Account if the amount
contained therein is at least equal to the aggregate amount of the interest becoming due and payable on all
Outstanding Bonds on the Interest Payment Dates in such Bond Year. All moneys in the Interest Account
shall be used and withdrawn by the Trustee solely for the purpose of paying the interest on the Bonds as it
shall become due and payable (including accrued interest on any Bonds purchased or redeemed prior to
maturity).

(b) Principal Account. The Trustee shall set aside from the Tax Increment Fund and deposit
in the Principal Account an amount of money which, together with any money contained therein, is equal
to the aggregate amount of principal becoming due and payable on all Outstanding Serial Bonds on the
Principal Payment Date in such Bond Year. No deposit need be made into the Principal Account if the
amount contained therein is at least equal to the aggregate amount of principal of all Outstanding Serial
Bonds becoming due and payable on the Principal Payment Date in such Bond Year. All money in the
Principal Account shall be used and withdrawn by the Trustee solely for the purpose of paying principal of
the Serial Bonds as they shall become due and payable.

In the event that there shall be insufficient money in the Tax Increment Fund to pay in full all such
principal and Sinking Account Installments due pursuant to the Indenture as summarized herein in
paragraph (c) under the caption “TAX REVENUES; CREATION OF FUNDS - Establishment and
Maintenance of Accounts for Use of Moneys in the Tax Increment Fund” in such Bond Year, then the
money available in the Tax Increment Fund shall be applied pro rata to the payment of such principal and
Sinking Account Installments in the proportion which all such principal and Sinking Account Installments
bear to each other.
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(©) Term Bonds Sinking Account. The Trustee shall deposit in the Term Bonds Sinking
Account an amount of money which, together with any money contained therein, is equal to the Sinking
Account Installments payable on the Sinking Account Payment Date in such Bond Year. No deposit need
be made in the Term Bonds Sinking Account if the amount contained therein is at least equal to the
aggregate amount of all Sinking Account Installments required to be made on the Sinking Account Payment
Date in such Bond Year. All moneys in the Term Bonds Sinking Account shall be used and withdrawn by
the Trustee solely for the purpose of purchasing or redeeming the Term Bonds.

(d) Reserve Account. The Trustee shall set aside from the Tax Increment Fund and deposit in
the Reserve Account such amount as may be necessary to maintain on deposit therein an amount equal to
the Reserve Account Requirement. No deposit need be made into the Reserve Account so long as there
shall be on deposit therein an amount equal to the Reserve Account Requirement. All money in or credited
to the Reserve Account shall be used and withdrawn by the Trustee solely for the purpose of replenishing
the Interest Account, the Principal Account or the Term Bonds Sinking Account in such order, in the event
of any deficiency in any of such accounts occurring on any Interest Payment Date, Principal Payment Date
or Sinking Account Payment Date, or for the purpose of paying the interest on or the principal of the Bonds
in the event that no other money of the Agency is lawfully available therefor, or for the retirement of all
Bonds then Outstanding, except that for so long as the Agency is not in default under the Indenture, any
amount in the Reserve Account in excess of the Reserve Account Requirement shall be transferred to the
Tax Increment Fund.

On any date on which Bonds are defeased in accordance with the Indenture as summarized herein
under the caption “DEFEASANCE - Bonds Deemed to Have Been Paid,” the Trustee shall, if so directed
in a Written Request of the Agency, transfer any moneys in the Reserve Account in excess of the Reserve
Account Requirement resulting from such defeasance to the entity or fund so specified in such Written
Request of the Agency, to be applied to such defeasance.

If at any time the Trustee fails to pay principal or interest due on any scheduled payment date for
the Bonds and any Parity Debt or withdraws funds from the Reserve Account to pay principal and interest
on the Bonds and any Parity Debt, the Trustee shall notify the Agency in writing of such failure or
withdrawal, as applicable.

The prior written consent of AGM shall be a condition precedent to the deposit of any Qualified
Reserve Account Credit Instrument credited to the Reserve Account established for the Series 2017 Bonds
(other than the 2017 Reserve Policy) in lieu of a cash deposit into the Reserve Account. Amounts drawn
under the 2017 Reserve Policy shall be available only for the payment of scheduled principal and interest
on the Series 2017 Bonds, respectively, when due.

The Trustee shall ascertain the necessity for a claim upon the 2017 Reserve Policy in accordance
with the provisions of the Indenture as summarized herein in paragraph (a) under the caption “TAX
REVENUES; CREATION OF FUNDS - 2017 Reserve Policy Payment and Reimbursement Provisions”
and to provide notice to AGM in accordance with the terms of the 2017 Reserve Policy at least five Business
Days prior to each date upon which interest or principal is due on the Series 2017 Bonds, respectively.
Where deposits are required to be made by the Agency with the Trustee to the Interest Account and Principal
Account of the Tax Increment Fund for the Series 2017 Bonds, respectively, more often than semi-annually,
the Trustee shall be instructed to give notice to AGM of any failure of the Agency to make timely payment
in full of such deposits within two Business Days of the date due.

(e) Expense Account. The Trustee shall set aside from the Tax Increment Fund and deposit in
the Expense Account such amount as may be necessary to pay from time to time Compliance Costs as
specified in a Written Request of the Agency setting forth the amounts. All moneys in the Expense Account
shall be applied to the payment of Compliance Costs, upon presentation of a Written Request of the Agency
setting forth the amounts, purposes, the names of the payees and a statement that the amounts to be paid
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are proper charges against the Expense Account. So long as any of the Bonds authorized under the
Indenture, or any interest thereon, remain unpaid, the moneys in the Expense Account shall be used for no
purpose other than those required or permitted by the Indenture and the Law.

Investment of Moneys in Funds and Accounts. Moneys in the Tax Increment Fund and the
Interest Account, the Principal Account, the Term Bonds Sinking Account and the Expense Account
thereunder, upon the Written Request of the Agency, filed with the Trustee at least two (2) Business Days
in advance of the making of such investments shall be invested by the Trustee in Permitted Investments. If
such instructions are not provided, the Trustee shall hold such funds uninvested pending the receipt of
written investment instructions. Moneys in the Interest Account representing accrued interest paid to the
Agency upon the initial sale and delivery of any Bonds and in the Reserve Account, upon the Written
Request of the Agency, shall be invested by the Trustee in Permitted Investments. Permitted Investments
purchased with amounts on deposit in the Reserve Account shall have an average aggregate weighted term
to maturity of not greater than five (5) years; provided, however, that if such investments may be redeemed
at par so as to be available on each Interest Payment Date, any amount in the Reserve Account may be
invested in such redeemable Permitted Investments maturing on any date on or prior to the final maturity
date of the Bonds. The obligations in which moneys in the Tax Increment Fund and the Interest Account,
the Principal Account, the Term Bonds Sinking Account and the Expense Account thereunder are so
invested shall mature prior to the date on which such moneys are estimated to be required to be paid out
under the Indenture. Any interest, income or profits from the deposits or investments of all other funds and
accounts held by the Trustee (other than the Expense Account and the Rebate Fund) shall be deposited in
the Tax Increment Fund. For purposes of determining the amount on deposit in any fund or account held
by the Trustee under the Indenture, all Permitted Investments credited to such fund or account shall be
valued at the lower of cost or the market price thereof (excluding accrued interest and brokerage
commissions, if any); provided that Permitted Investments credited to the Reserve Account shall be valued
at market value (exclusive of accrued interest and brokerage commissions, if any), and any deficiency in
the Reserve Account resulting from a decline in market value shall be restored to the Reserve Account
Requirement no later than the next Bond Year. Amounts in the funds and accounts held by the Trustee
under the Indenture shall be valued at least annually on the first day of August after the principal payment
has been made.

The Agency acknowledges that to the extent regulations of the Comptroller of the Currency or other
applicable regulatory entity grant the Agency the right to receive brokerage confirmations of security
transactions as they occur, the Agency will not receive such confirmations to the extent permitted by law.
The Trustee will furnish the Agency periodic cash transaction statements which shall include detail for all
investment transactions made by the Trustee under the Indenture.

The Trustee or any of its affiliates may act as agent, sponsor or advisor in connection with any
investment made by the Trustee under the Indenture. To the extent Permitted Investments are registrable,
such investments shall be registered in the name of the Trustee. The Trustee may sell or present for
redemption, any securities so purchased whenever it shall be necessary to provide moneys to meet any
required payment, transfer, withdrawal or disbursement from the fund or account to which such securities
are credited, and the Trustee shall not be responsible for any loss resulting from such investment. The
Trustee is authorized under the Indenture, in making or disposing of any investment permitted by this
section, to deal with itself (in its individual capacity) or with any one or more of its affiliates, whether it or
such affiliate is acting as an agent of the Trustee or for any third person or dealing as principal for its own
account. The Trustee shall have no investment discretion.

2017 Reserve Policy Payment and Reimbursement Provisions. The following provisions shall
govern in the event of a conflict with any contrary provision of the Indenture.

@) The Agency shall repay from available Tax Revenues any draws under the 2017 Reserve
Policy and pay all related reasonable expenses incurred by AGM and shall pay interest thereon from the
date of payment by AGM at the Late Payment Rate. “Late Payment Rate” means the lesser of (x) the greater
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of (i) the per annum rate of interest, publicly announced from time to time by JPMorgan Chase Bank at its
principal office in the City of New York, as its prime or base lending rate (“Prime Rate”) (any change in
such Prime Rate to be effective on the date such change is announced by JPMorgan Chase Bank) plus
5.00%, and (ii) the then applicable highest rate of interest on the outstanding Series 2017 Bonds and (y) the
maximum rate permissible under applicable usury or similar laws limiting interest rates. The Late Payment
Rate shall be computed on the basis of the actual number of days elapsed over a year of 360 days. In the
event JPMorgan Chase Bank ceases to announce its Prime Rate publicly, Prime Rate shall be the publicly
announced prime or base lending rate of such national bank as AGM shall specify. If the interest provisions
of this subparagraph (a) shall result in an effective rate of interest which, for any period, exceeds the limit
of the usury or any other laws applicable to the indebtedness created in the Indenture, then all sums in
excess of those lawfully collectible as interest for the period in question shall, without further agreement or
notice between or by any party to the Indenture, be applied as additional interest for any later periods of
time when amounts are outstanding under the Indenture to the extent that interest otherwise due under the
Indenture for such periods plus such additional interest would not exceed the limit of the usury or such
other laws, and any excess shall be applied upon principal immediately upon receipt of such moneys by
AGM, with the same force and effect as if the Agency had specifically designated such extra sums to be so
applied and AGM had agreed to accept such extra payment(s) as additional interest for such later periods.
In no event shall any agreed-to or actual exaction as consideration for the indebtedness created in the
Indenture exceed the limits imposed or provided by the law applicable to this transaction for the use or
detention of money or for forbearance in seeking its collection.

(b) Repayment of draws and payment of expenses and accrued interest thereon at the Late
Payment Rate (collectively, “Policy Costs™) shall commence in the first month following each draw, and
each such monthly payment shall be in an amount at least equal to 1/12 of the aggregate of Policy Costs
related to such draw.

(c) The obligation to pay Policy Costs shall be secured by a valid lien on all revenues and other
collateral pledged as security for the Series 2017 Bonds (subject only to the priority of payment provisions
set forth under the Indenture). Amounts in respect of Policy Costs paid to AGM shall be credited first to
interest due, then to the expenses due and then to principal due. As and to the extent that payments are made
to AGM on account of principal due, the coverage under the 2017 Reserve Policy will be increased by a
like amount, subject to the terms of the 2017 Reserve Policy.

(d) All cash and investments in the Reserve Account not otherwise securing a particular Series
of Bonds shall be transferred to the Interest Account and Principal Account of the Tax Increment Fund for
payment of debt service on the Series 2017 Bonds before any drawing may be made on the 2017 Reserve
Policy or any other Qualified Reserve Account Credit Instrument credited to the Reserve Account in lieu
of cash. Payment of any Policy Costs shall be made prior to replenishment of any such cash amounts. Draws
on all Qualified Reserve Account Credit Instruments (including the 2017 Reserve Policy) on which there
is available coverage shall be made on a pro-rata basis (calculated by reference to the coverage then
available thereunder) after applying all available cash and investments in the Reserve Account. Payment of
Policy Costs and reimbursement of amounts with respect to other Qualified Reserve Account Credit
Instruments shall be made on a pro-rata basis prior to replenishment of any cash drawn from the Reserve
Account. For the avoidance of doubt, “available coverage means the coverage then available for
disbursement pursuant to the terms of the applicable alternative credit instrument without regard to the legal
or financial ability or willingness of the provider of such instrument to honor a claim or draw thereon or
the failure of such provider to honor any such claim or draw.

(e) Upon a failure to pay Policy Costs when due or any other breach of the terms of this section,
AGM shall be entitled to exercise any and all legal and equitable remedies available to it, including those
provided under the Indenture, other than (i) acceleration of the maturity of the Series 2017 Bonds, if any,
or (ii) remedies which would adversely affect owners of the Series 2017 Bonds.
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()] The Indenture shall not be discharged until all Policy Costs owing to AGM shall have been
paid in full. The Agency’s obligation to pay such amounts shall expressly survive payment in full of the
Series 2017 Bonds.

(9) The Agency shall include any Policy Costs then due and owing AGM in the calculation of
the additional bonds test and the rate covenant in the Indenture.

(h) The Agency will pay or reimburse AGM any and all charges, fees, costs, losses, liabilities
and expenses which AGM may pay or incur, including, but not limited to, fees and expenses of attorneys,
accountants, consultants and auditors and reasonable costs of investigations, in connection with (i) any
accounts established to facilitate payments under the 2017 Reserve Policy, (ii) the administration,
enforcement, defense or preservation of any rights in respect of the Indenture or any document executed in
connection with the Series 2017 Bonds (the "Related Documents"), including defending, monitoring or
participating in any litigation or proceeding (including any bankruptcy proceeding in respect of the Agency
relating to Indenture or any other Related Document, any party to the Indenture or any other Related
Document or the transactions contemplated by the Related Documents, (iii) the foreclosure against, sale or
other disposition of any collateral securing any obligations under the Indenture or any other Related
Document, if any, or the pursuit of any remedies under the Indenture or any other Related Document, to
the extent such costs and expenses are not recovered from such foreclosure, sale or other disposition, (iv)
any amendment, waiver or other action with respect to, or related to the Indenture, the 2017 Reserve Policy
or any other Related Document whether or not executed or completed, or (v) any action taken by AGM to
cure a default or termination or similar event (or to mitigate the effect thereof) under the Indenture or any
other Related Document; costs and expenses shall include a reasonable allocation of compensation and
overhead attributable to time of employees of AGM spent in connection with the actions described in
clauses (ii) through (v) above. AGM reserves the right to charge a reasonable fee as a condition to executing
any amendment, waiver or consent proposed in respect of the Indenture or any other Related Document.
Amounts payable by the Agency under the Indenture shall bear interest at the Late Payment Rate from the
date such amount is paid or incurred by AGM until the date AGM is paid in full.

Q) The obligation of the Agency to pay all amounts due to AGM shall be an absolute and
unconditional obligation of the Agency and will be paid or performed strictly in accordance with the
provisions of this section, irrespective of (i) any lack of validity or enforceability of or any amendment or
other modifications of, or waiver with respect to the Series 2017 Bonds, the Indenture or any other Related
Document, or (ii) any amendment or other modification of, or waiver with respect to the 2017 Reserve
Policy; (iii) any exchange, release or non-perfection of any security interest in property securing the Series
2017 Bonds, the Indenture or any other Related Documents; (iv) whether or not such Series 2017 Bonds
are contingent or matured, disputed or undisputed, liquidated or unliquidated; (v) any amendment,
modification or waiver of or any consent to departure from the 2017 Reserve Policy, the Indenture or all or
any of the other Related Documents; (vi) the existence of any claim, setoff, defense (other than the defense
of payment in full), reduction, abatement or other right which the Agency may have at any time against the
Trustee or any other person or entity other than the Insurer, whether in connection with the transactions
contemplated herein or in any other Related Documents or any unrelated transactions; (vii) any statement
or any other document presented under or in connection with the 2017 Reserve Policy proving in any and
all respects invalid, inaccurate, insufficient, fraudulent or forged or any statement therein being untrue or
inaccurate in any respect; or (viii) any payment by the Insurer under the 2017 Reserve Policy against
presentation of a certificate or other document which does not strictly comply with the terms of the 2017
Reserve Policy.

() The Agency shall fully observe, perform, and fulfill each of the provisions (as each of those
provisions may be amended, supplemented, modified or waived with the prior written consent of AGM) of
the Indenture applicable to it, each of the provisions thereof being expressly incorporated into this section
by reference solely for the benefit of AGM as if set forth directly in the Indenture. No provision of the
Indenture or any other Related Document shall be amended, supplemented, modified or waived, without
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the prior written consent of AGM, in any material respect or otherwise in a manner that could adversely
affect the payment obligations of the Agency under the Indenture or the priority accorded to the
reimbursement of Policy Costs under the Indenture. AGM is a third party beneficiary of the Indenture and
each other Related Document.

(K) The Agency covenants to provide to AGM, promptly upon request, any information
regarding the Series 2017 Bonds or the financial condition and operations of the Agency as reasonably
requested by AGM. The Agency will permit AGM to discuss the affairs, finances and accounts of the
Agency or any information AGM may reasonably request regarding the security for the Series 2017 Bonds
with appropriate officers of the Agency and will use commercially reasonable efforts to enable AGM to
have access to the facilities, books and records of the Agency on any business day upon reasonable prior
notice.

Costs of Issuance Fund. Moneys deposited in the Costs of Issuance Fund shall be held by the
Trustee in trust and applied to the payment of Costs of Issuance upon a Requisition of the Agency filed
with the Trustee. Each such requisition shall be sufficient evidence to the Trustee of the facts stated therein
and the Trustee shall have no duty to confirm the accuracy of such facts. In no event shall moneys from
any other fund or account established under the Indenture be used to pay Costs of Issuance. All payments
from the Costs of Issuance Fund shall be reflected on the Trustee’s regular accounting statements. At the
end of twelve months from the date of issuance of the Bonds, or upon earlier receipt of a Written Order of
the Agency stating that amounts in such fund are no longer required for the payment of Costs of Issuance,
such fund shall be terminated and any amounts then remaining in such fund shall be transferred to the Tax
Increment Fund. The Trustee shall then close the Costs of Issuance Fund.

COVENANTS OF THE AGENCY

Punctual Payment. The Agency will punctually pay the principal of, premium, if any, and the
interest to become due with respect to the Bonds, in strict conformity with the terms of the Bonds and of
the Indenture and will faithfully satisfy, observe and perform all conditions, covenants and requirements of
the Bonds and of the Indenture.

Against Encumbrances. The Agency will not mortgage or otherwise encumber, pledge or place
any charge upon any of the Tax Revenues, except as provided in the Indenture, and will not issue any
obligation or security superior to or on a parity with then Outstanding Bonds payable in whole or in part
from the Tax Revenues (other than Additional Bonds in accordance with the Indenture as summarized
herein under the caption “ISSUANCE OF ADDITIONAL BONDS - Conditions for the Issuance of
Additional Bonds”). The Agency shall refund outstanding Senior Bonds on a parity with the Bonds only
to the extent such refunding would be permitted by Section 34177.5(a)(1) of the Dissolution Act.

Extension or Funding of Claims for Interest. In order to prevent any claims for interest after
maturity, the Agency will not, directly or indirectly, extend or consent to the extension of the time for the
payment of any claim for interest on any Bonds and will not, directly or indirectly, be a party to or approve
any such arrangements by purchasing or funding said claims for interest or in any other manner. In case
any such claim for interest shall be extended or funded, whether or not with the consent of the Agency,
such claim for interest so extended or funded shall not be entitled, in case of default under the Indenture, to
the benefits of the Indenture, except subject to the prior payment in full of the principal of the Bonds then
Outstanding and of all claims for interest which shall not have been so extended or funded.

Payment of Claims. Subject to the terms of the Dissolution Act, the Agency will pay and discharge
any and all lawful claims for labor, materials or supplies which, if unpaid, might become a lien or charge
upon the properties owned by the Agency or upon the Tax Revenues or any part thereof, or upon any funds
in the hands of the Trustee, or which might impair the security of the Bonds; provided that nothing contained
in the Indenture shall require the Agency to make any such payments so long as the Agency in good faith
shall contest the validity of any such claims.
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Books and Accounts; Financial Statements. The Agency will keep proper books of record and
accounts, separate from all other records and accounts of the Agency, in which complete and correct entries
shall be made of all transactions relating to the Tax Increment Fund. Such books of record and accounts
shall at all times during business hours be subject to the inspection of the Trustee (who shall have no duty
to inspect) and the Owners of not less than ten per cent (10%) of the aggregate principal amount of Bonds
Outstanding or their representatives authorized in writing.

The Agency will prepare and file with the Trustee and the Bond Insurer, if any, annually, so long
as any Bonds are Outstanding, the audited financial statements of the Agency as part of the Annual Report
(as defined in the Continuing Disclosure Certificate), provided, however, that the audited financial
statements of the Agency may be submitted separately from the balance of the Annual Report, and later
than the date required for the filing of the Annual Report and as soon as practicable if they are not available
by that date.

Protection of Security and Rights of Owners. The Agency will preserve and protect the security
of the Bonds and the rights of the Owners, and will warrant and defend their rights against all claims and
demands of all persons. From and after the sale and delivery of any Bonds by the Agency, such Bonds
shall be incontestable by the Agency.

Payment of Taxes and Other Charges. The Agency will pay and discharge all taxes, service
charges, assessments and other governmental charges which may hereafter be lawfully imposed upon the
Agency or any properties owned by the Agency in the Project Area, or upon the revenues therefrom, when
the same shall become due; provided that nothing contained in the Indenture shall require the Agency to
make any such payments so long as the Agency in good faith shall contest the validity of any such taxes,
service charges, assessments or other governmental charges.

Amendment of Redevelopment Plan. The Agency will not amend the Redevelopment Plan
except as provided in this section and as permitted by the Law. If the Agency proposes to amend the
Redevelopment Plan, it shall cause to be filed with the Trustee a Consultant’s Report on the effect of such
proposed amendment. If the Consultant’s Report concludes that Tax Revenues will not be materially
reduced by such proposed amendment, the Agency may undertake such amendment. If the Consultant’s
Report concludes that Tax Revenues will be materially reduced by such proposed amendment, the Agency
may not undertake such proposed amendment. Notwithstanding the foregoing, the Agency must obtain the
Bond Insurer’s prior written consent for any amendment of the Redevelopment Plan which would (i) reduce
the amount of Tax Revenues that may be received by the Agency or (ii) reduce the period during which the
Agency may collect Tax Revenues.

Tax Revenues. The Agency shall comply with all requirements of the Law to ensure the allocation
and payment to it of the Tax Revenues, including without limitation the timely filing of any necessary
ROPS. The Agency shall manage its fiscal affairs in a manner so that it will have sufficient Tax Revenues
available under the Redevelopment Plan in the amounts and at the times required to enable the Agency to
pay the principal of, premium, if any and interest on the outstanding Senior Bonds, and any parity debt
thereof, and the Series 2017 Bonds and any Parity Debt when due.

Further Assurances. The Agency will adopt, make, execute and deliver any and all such further
resolutions, instruments and assurances as may be reasonably necessary or proper to carry out the intention
or to facilitate the performance of the Indenture, and for the better assuring and confirming unto the Owners
of the Bonds of the rights and benefits provided in the Indenture.

Tax Covenants; Rebate Fund.

(@) The Agency covenants that it will not take any action, or fail to take any action, if any such
action or failure to take action would adversely affect the exclusion from gross income of the interest on
any of the Tax Exempt Bonds under Section 103 of the Code. Without limiting the generality of the
foregoing, the Agency shall comply with the requirements of the Tax Certificate, the terms of which are
incorporated by reference into the Indenture. This covenant shall survive payment in full or defeasance of
the Bonds.

B-24



(b) The Agency agrees that there shall be paid from time to time all amounts required to be
rebated to the United States pursuant to Section 148(f) of the Code and any temporary, proposed or final
Treasury Regulations as may be applicable to the Tax Exempt Bonds from time to time.

) The Trustee shall establish and maintain a fund separate from any other fund established
and maintained under the Indenture designated as the Rebate Fund. Notwithstanding any other provision
of the Indenture to the contrary, all amounts deposited into or on deposit in the Rebate Fund shall be
governed by this section and by the Tax Certificate (which is incorporated under the Indenture by
reference). The Agency shall cause to be deposited in the Rebate Fund the Rebate Requirement as provided
in the Tax Certificate. Subject to the provisions of this section, all money at any time deposited in the
Rebate Fund shall be held by the Trustee in trust for payment to the federal government of the United States
of America from time to time in accordance with the Tax Certificate. The Agency and the Owners shall
have no rights in or claim to such money.

(d) Upon the written direction of the Agency, the Trustee shall invest all amounts held in the
Rebate Fund in Permitted Investments, subject to the restrictions set forth in the Tax Certificate.

(e) Upon receipt of the Rebate Instructions required to be delivered to the Trustee by the Tax
Certificate, the Trustee shall remit part or all of the balances held in the Rebate Fund to the Trustee for
payment to the federal government of the United States of America, as so directed. In addition, if the
Rebate Instructions so direct, the Trustee shall deposit moneys into or transfer moneys out of the Rebate
Fund from or into such accounts or funds as the Rebate Instructions direct. Any funds remaining in the
Rebate Fund after redemption and payment of all of the Tax Exempt Bonds and payment of any required
rebate amount, or provision made therefor satisfactory to the Trustee, shall be withdrawn and remitted to
the Agency.

()] The Trustee shall have no obligation to pay any amounts required to be remitted pursuant
to this section, other than from moneys held in the funds and accounts created under the Indenture or from
other moneys provided to it by the Agency.

(9) The Trustee shall conclusively be deemed to have complied with the provisions of this
section if it follows the directions of the Agency set forth in the Rebate Instructions, and shall not be
required to take any actions thereunder in the absence of Rebate Instructions from the Agency.

(h) Notwithstanding any other provision of the Indenture, the obligation of the Agency to remit
or cause to be remitted any required rebate amount to the United States government and to comply with all
other requirements of this section and the Tax Certificate shall survive the defeasance or payment in full of
the Tax Exempt Bonds.

Q) Notwithstanding any provision of this section to the contrary, if the Agency shall provide
to the Trustee an opinion of counsel of recognized standing in the field of law relating to municipal bonds
(and approved in writing by the Agency) to the effect that any action required under this section is no longer
required, or that some further or different action is required, to maintain the exclusion from federal gross
income of the interest on the Tax Exempt Bonds pursuant to the Code, the Trustee and the Agency may
conclusively rely on such opinion in complying with the provisions of this section, and the provisions of
the Indenture shall be deemed to be modified to that extent.

Compliance with the Dissolution Act. The Agency covenants that in addition to complying with
the requirements of the Indenture as summarized herein under the caption “TAX REVENUES; CREATION
OF FUNDS - Pledge of Tax Revenue; Tax Increment Fund,” it will comply with all other requirements of
the Dissolution Act. Without limiting the generality of the foregoing, the Agency covenants and agrees to
file all required statements and seek all necessary successor agency or an oversight board approvals required
under the Dissolution Act to assure compliance by the Agency with its covenants under the Indenture.
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Further, the Agency will take all actions required under the Dissolution Act to include on its ROPS for each
ROPS Period all payments expected to be made to the Trustee in order to satisfy the requirements of the
Indenture, including any amounts required to pay principal and interest payments due on the Senior Bonds,
Outstanding Bonds and any Parity Debt, any deficiency in the Reserve Account to the full amount of the
Reserve Account Requirement (including amounts due to AGM as issuer of the 2017 Reserve Policy) and
any deficiency in the reserve accounts under the Senior Bond Indentures, any Compliance Costs, and any
required debt service, reserve set-asides, and any other payments required under the Indenture or similar
documents pursuant to Section 34171(d)(1)(A) of the California Health and Safety Code, so as to enable
the County Auditor-Controller to distribute from the RPTTF amounts to the Trustee for deposit in the Tax
Increment Fund on each ROPS Distribution Date amounts required for the Agency to pay the principal of,
premium, if any, and the interest on the Outstanding Bonds and any Parity Debt coming due in the respective
ROPS Period. These actions will include, without limitation, placing on the periodic ROPS for approval by
the Oversight Board and the DOF, to the extent necessary, the amounts to be held by the Agency as a
reserve until the next ROPS Period, as contemplated by paragraph (1)(A) of subdivision (d) of Section
34171 of the Dissolution Act, that are necessary to provide for the payment of principal of, premium, if
any, and the interest under the Indenture when the next property tax allocation is projected to be insufficient
to pay all obligations due under the Indenture for the next payment due in the following ROPS Period.

The Agency has further covenanted that (i) it will include all amounts presently due and payable to
the Bond Insurer, if any, on each Recognized Payment Obligation Schedule (“ROPS™) submission, (ii) if
any amounts payable to the Bond Insurer, if any, are not included on any current ROPS and the Agency is
then legally permitted to amend such ROPS, the Agency will amend its current ROPS to include such
amounts payable to the Bond Insurer, if any, and (iii) the Agency will not submit for approval by the
Oversight Board or the DOF a ROPS covering multiple ROPS Periods or any Last and Final Recognized
Obligation Payment Schedule as provided in the Dissolution Law without the prior consent of the Bond
Insurer, if any.

Negative Pledge. The Agency may not create or allow to exist any liens on Tax Revenues senior
to (except as provided in the Senior Bond Indentures) or on a parity with the Series 2017 Bonds except as
provided in the Indenture as summarized in his Appendix A under the caption “ISSUANCE OF
ADDITIONAL BONDS” or as otherwise approved by the Bond Insurer, if any. The Agency shall refund
outstanding Senior Bonds on a parity with the Bonds only to the extent such refunding would be permitted
by Section 34177.5(a)(1) of the Dissolution Act.

Adverse Change in State Law. If, due to an adverse change in State law resulting from legislation
or the decision of a court of competent jurisdiction, the Agency determines that it can no longer comply
with the Indenture as summarized herein under the caption “COVENANTS OF THE AGENCY -
Compliance with the Dissolution Act,” then the Agency shall immediately notify the County Auditor-
Controller and the Trustee in writing of such determination. The Agency shall immediately seek a
declaratory judgment or take other appropriate action in a court of competent jurisdiction to determine the
duties of all parties to the Indenture, including the County Auditor-Controller and the Agency, with regard
to the performance by the Agency in accordance with the Indenture as summarized herein under the caption
“COVENANTS OF THE AGENCY - Compliance with the Dissolution Act.” The Trustee may, 