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I.  Introduction

The Oxnard Community Development Commission Historic Enhancement and Revitalization of
Oxnard Project Area Tax Allocation Bonds, Series 2011 (the “Bonds™), are being issued by the
Oxnard Community Development Commission (the “Commission”) and will be secured by tax
increment revenues from the Historic Enhancement and Revitalization of Oxnard Project Area
(herein referred to as “HERO™) and from the HERO Added Area (herein referred to as “Added
Area”). When referred to together, HERO and the Added Area are referred to as the “Project
Area.” Proceeds of the Bonds will be used (i) to finance redevelopment activities within the
Project Area, (ii) to fund a reserve fund established for the Bonds; and, (iii) to pay the costs
connected with the issuance and sale of the Bonds.

The California Community Redevelopment Law (the “Law™) provides for the creation of
redevelopment agencies by cities and counties for the purpose of the elimination of blight. The
Law, together with Article 16, Section 16 of the California Constitution, authorizes
redevelopment agencies to receive that portion of property tax revenue generated by project area
taxable values that are in excess of the Base Year value. The Base Year value is defined as the
amount of the taxable values within the project area boundaries on the last equalized tax roll
prior to adoption of the project area. The amount of current year taxable value that is in excess
of the Base Year value is referred to as incremental taxable value.

Tax revenues generated from the incremental taxable value in a redevelopment project area are
generally referred to as Tax Increment Revenues. The Law provides that the Tax Increment
Revenues may 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 Revenues. Gross Revenues
less; the Housing Set-Aside Requirement (see Section V, Low and Moderate Income Housing
Set-Aside); the County Property Tax Collection Fees and-Reimbursement (see Section IV G,
County Property Tax Collection Reimbursement); required tax sharing payments; any applicable
owner partlclpatlon agreement payments with a lien on Tax Revenues that is superior to the lien
for debt service payments on the Bonds (see Section VII, Tax Sharing Agreements and Other
Obligations), are referred to as Tax Revenues.

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 Oxnard Community Development Commission (the “Commission™) 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
Commission may utilize for purposes of making debt service payments, payments pursuant to tax
sharing agreements between the Commission and other taxing entities and payments on other

ATTACHMENT NO.

1

pacE L oF 28




Oxnard Community Development Commission

DRAFT Fiscal Consultant’s Report
March 24, 2011, Page 2

obligations with a superior lien on Tax Revenues (see Section VII, Tax Shéring 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 (000°s omitted):

Table A
 Project Area Tax Revenues
Fiscal Gross Housing Set- SB 255? & Statutory Stafutory Tax
Year Revenues ~ Aside Collection Tier 1 Tier 2 Revenues
Charges Payments Payments

2010-11 $11,680 $2,336 $163 $2,336 $148 $6,696
2011-12 11,335 2,267 158 2,267 93 - 6,550
2012-13 11,685 2,337 163 2,337 150 ' 6,698
2013-14 12,041 2,408 168 2,408 208 6,848
2014-15 12,404 2,481 173 2,481 267 7,002
2015-16 12,773 2,555 179 2,555 330 7,155
2016-17 13,150 2,630 184 2,630 395 7,311
2017-18 13,534 2,707 189 2,707 461 7,471
2018-19 13,926 2,785 195 2,785 528 7,633
2019-20 14,324 2,865 200 2,865 596 7,798

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 Ventura County
Auditor-Controller. The projection illustrates the entire amount of Tax Revenues projected as
being available from the Project Area. It is assumed that the Commission will continue to have
sufficient debt to capture all of the available Tax Revenues. 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.

IL The Project Area

The Redevelopment Plan for HERO (not including the Added Area) was originally adopted by
the City Council by Ordinance No. 2462 on April 7, 1998. This project area is about 2,117 acres
in size and is made up of a number of non-contiguous parcels located in the north, south, east
and west areas of the City. The project area is largely residential in nature with sizeable
commercial and industrial components. On March 23, 2004 the City Council adopted Ordinance
No. 2653 expanding the HERO project area to include the Added Area that consists of a number
of non-contiguous parcels totaling 84.52 acres. These parcels are located in various parts of the
City. This Added Area is subject to the limits of any new redevelopment project. The Project
Area now totals approximately 2,202 acres.
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A, Land Use

Table B represents the breakdown of land use in the Project Area by the number of parcels and
their taxable value for fiscal year 2010-11, This information is based on County land use
designations as provided by Ventura 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 and SBE non-unitary values are connected with parcels that are already accounted for
in other categories. '

Table B
Project Area
Category No. Parcels  Net Taxable Value % of Total

Residential 2,633 $625,737,960 35.43%
Commercial 349 641,280,792 36.31%
Industrial 165 . 228,616,500 12,94%
Governmental/Exempt 130 0 0.00%
Institutional 27 3,371,169 0.19%
Irrigated 2 431,822 o 0.02%
Miscellaneous 39 6,496,672 0.37%
Recreational 3 2,693,609 0.15%
Vacant 231 100,909,127 5.71%
Subtotal 3,579 $1,609,537,651 91.12%

SBE Non-Unitary 94,990 0.01%
Unsecured 156,733,520 8.87%
Subtotal $156,828,510 8.88%

Total: $1,766,366,161 100.00%

Many of the vacant parcels included in the vacant category above were,_subdivided as part of a
number of new residential real estate developments that have yet to be constructed. The square

- footage of these parcels is not listed on the tax roll data and so we are unable to discern the total
“acreage of vacant, privately owned land within the Project Area.

B. Redevelopment Plan Limits

Chapter 942, Statutes of 1993, established limits on redevelopment plans adopted after
December 31, 1993. The redevelopment plans for the HERO and Added Area Project Areas
were adopted after December 31, 1993. Chapter 942 specified that the effectiveness of a
redevelopment plan adopted after 1993 shall expire 30 years from the date of adoption of the
redevelopment plan. The time limit for establishing indebtedness is 20 years from the date of
adoption of the redevelopment plan and the Commission may repay indebtedness for a total of
45 years from the date of the adoption of the redevelopment plan. Any eminent domain
proceedings undertaken by the Commission must be initiated within 12 years of the adoption

date of the redevelopment plan.
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Senate Bill 1045 obligated the Commission to pay into the Education Revenue Augmentation
Fund for 2003-04 and provided a simplified methodology for extending the length of time within
which the Commission may repay indebtedness with tax increment revenue (see Section VI
below). On February 3, 2004, that Commission adopted Ordinance No. 2645 making such a one
year extension for HERO. The Added Area was ineligible for this extension because it was
adopted after fiscal year 2003-04. The applicable redevelopment plan limits for the Project
Area, as modified, are summarized below in Table C.

Table C
Applicable Redevelopment Plan Limits

Last Date 1o Last Date to Cumulative Tax  Limit on Bonded
Project Area  Incur New Debt Plan Expiration Repay Debt Ingrement Limit Debt Outstanding
HERO April 7, 2018 April 7, 2029 April 7, 2044 None $360 million
Added Area March 22, 2024 March 22, 2034 March 22, 2049 None

III.  Project Area Assessed Values
A. Assessed Values

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

beginning with 2001-02,

HERO is a relatively new project area. Its Added Area first became eligible to receive tax
increment in 2005-06. Several issues arose in HERO’s early years that inhibited its allocation of
tax increment revenue. The County Assessor inadvertently included over 300 parcels that did
not belong in the project area for 1999-00 and 2000-01. As a result, the Commission was
allocated about $2.14 million to which it was not entitled during these two fiscal years. The
Commission discovered the error and called it to the County’s attention. The corrective measure
undertaken by the County Auditor Controller was to withhold all tax increment revenue from
HERO until the overpayment was recovered. The recovery was completed in January 2004 and
the Commission has received tax increment revenue allocations thereafter.

During the ten year period from 2001-02 through 2010-11 HERO’s assessed values grew by
$948,917,039 (129.94%) with double digit growth in assessed value in six of the ten years
examined. Much of this value increase was attributable to the growth in residential values over
this ten year period as well as to increases in assessed value among commercial properties. The
inclusion of the Added Area in 2004-05 caused a change in the HERO Project Area’s base year
value and increased the assessed values for 2005-06. HERO Project Area’s assessed values for
2005-06 were $240,377,146 (24.36%) higher than its assessed values for 2004-05. Of this
increase, $177,113,223 (17.95%) was attributable to growth within the original HERO project
and $63.3 million was attributable to the assessed value in the new Added Area. The 2006-07
ATTACHMENT NO.
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tax roll revealed an increase in assessed value of $145,879,096 (11.89%) over fiscal year 2005-
06. This resulted in an increase in incremental value of 27.37%. Unsecured values decreased by
$22,196,795 from 2005-06 to 2006-07 but this was primarily the result of a reassignment of
cogeneration facility fixture value from the unsecured roll to the secured roll.

Values within the Added Area have experienced relatively small decreases in value in fiscal
years 2007-08 (-1.10%), 2009-10 (-6.35%) and 2010-11 (-9.77%). The declines in 2009-10 and
2010-11 were primarily the result of reductions in value of the top taxpayer in the Added Area,
Upside Oxnard. Assessed values for this taxpayer’s properties were reduced by $7.9 million (-
28.59%) for 2009-10 and reduced by another $6.1 million (-29.98%) for 2010-11. The property
in question is the Carriage Square Shopping Center located on the north side of Gonzales Road
between Oxnard Blvd. and North C Street.

Values within HERO have benefitted from the development of the RiverPark A project located
west of Vineyard Avenue and north of State Highway 101. This project is a combination of
several residential products and commercial development. The subdivision and sale of portions
of the project have resulted in increases in assessed value.

B. Top Ten Taxable Property Owners

A review of the top ten taxpayers in the Project Area for fiscal year 2010-11 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 Tabie D
summarizes 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
HERO Project Area Top Ten Téipayei_'s '
Taxpﬁyer Assessed % of Assessed Value % of Incremental Value
Value

Taxpayer $1,766,366,161 $1,072,388,192 ‘I
RiverPark Collection LLC $88,715,141 5.02% - B.27%
Capri of KW Serenade LLC $66,869,817 3.79% 6.24%
Centro Watt Properties Owner 1 LLC $51,980,623 2.94% 4.85%
EF Oxnard LLC $37,832,3719 2.14% 3.53%
Oxnard Village Investments LLD $35,563,495 201% 3.32%
Gills Onions LLC $32,613,100 1.85% 3.04%
Oxnard Center Company _ $26,217,144 1.48% 2.44%
Macy’s California Realty LLC $24,415,295 1.38% 2.28%
HD Development of Maryland Inc. $24,320,413 1.38% 2.27%
1000 Town Center LLC 321,725,000 1.23% 2.03%
Totals: $410,252,407 23.23% 38.26%
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The top taxpayer, RiverPark Collection LLC owns ten parcels that are in the process of being
developed as a commercial shopping center located on the west side of Vineyard Avenue and
north of State Highway 101. This center is partially constructed. Capri KW Serenade LLC, the
second largest taxpayer, purchased its 400 unit apartment complex from RP Apartment Ventures
LLC in September, 2010. This complex is located at 700 Forest Park Boulevard and is
connected with the RiverPark project. Sales records indicate that this property was purchased by
Capri of KW Serenade LLC for $20.3 million. The result of this sale is that this property will be
reassessed at the sale price for 2011-12, a reduction of approximately $46.5 million. This will

likely drop this property out of the top owners listing for 2011-12. The anticipated reduction in

value has been incorporated into the projections.

The number three property owner, Centro Watt Properties Owner 1 LLC is the owner of five
parcels that make up the Esplanade Shopping Center located on the south side of State Highway
101 and north of Vineyard Boulevard. The properties make up a major shopping center with
major anchor tenants. The number ten taxpayer, HD Development of Maryland Inc. owns the
Home Depot home improvement warehouse store located within the Esplanade Shopping Center.
The number seven taxpayer, Macy’s California Realty LL.C is also the owner of property within
this shopping center.

The number four taxpayer, EF Oxnard LLC is the owner of an electrical generation fac1llty that
produces electricity using a cogeneration process. The faclllty is located south of E. 5™ Street
and west of Pacific Avenue, The number five taxpayer is Oxnard Village Investments LLD.
This taxpayer owns 24 parcels in and around the development known locally at Wagon Wheel.
These properties contain a variety of commercial uses and they are located south of State
Highway 101 between Oxnard Boulevard and Ventura Road. Gills Onions LLC, the number six
taxpayer operates a business involving vegetable packing and distribution. The Oxnard Center
Company owns 13 properties that make up the Centerpointe Mall shopping center located at the
northwest corner of Saviers Road and West Channel Islands Boulevard. 1000 Town Center
LLC, the number ten taxpayer owns an office building located at the northeast corner of N.
Ventura Road and Town Center Drive, just north of State Highway 101. The office building is
approximately 89,000 square feet.

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. Article XIIIA 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 when new construction occurs. Following the year a parcel’s base year value is

first enrolled, the value is factored annually for inflation. The base year value of a parcel is the
value established as the full market value upon a parcel’s sale, improvement or other
reassessment. The term base year value does not, in this instance, refer to the base year value of
the Project Area. Pursuant to Article XIIIA, section 2(b), and Revenue and Taxation Code
Section 51, the percentage increase cannot exceed 2% of the prior year's value.
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To interpret Section 51, the State Board of Equalization (Board) promulgated Property Tax Rule
460, General Application. Subdivision (a) of Rule 460 provides the general interpretation of
Proposition 13 as follows:

(a) Sections 1 and 2 of Article XIIIA of the Constitution provide for a limitation on property
taxes and a procedure for establishing the current taxable value of locally assessed real
property by reference to a base year full cash value which is then modified annually to reflect
increase in the inflation rate not to exceed 2% per year or declines in value Jrom whatever
cause.

Specifically, with respect to the applicable inflation rate, Rule 460, subdivision (b)(5) states that:

(b)(5) INFLATION RATE. For each lien date after the lien date in which the base year value is
determined, the full value of real property shall be modified to reflect the percentage change in
cost of living, as defined in Section 51 of the Revenue and Taxation Code; provided that such
value shall not reflect an increase in excess of 2% of the taxable value of the preceding lien date.

Each year the Board announces the applicable adjustment factor. Since in most years inflation
has exceeded 2%, the announced factor has usually reflected the 2% cap. Through 2010-11 there
have been six occasions when the inflation factor has been less than 2%. Until 2010-1 1, in the
more than 30 years since the passage of Proposition 13, 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 -0.237% and resulted
in reductions to the adjusted base year value of parcels. The California Consumer Price Index
(CCPI) changes between October, 2009 and October, 2010 was used to calculate the adjustment
factor for the January 1, 2011 assessment date. The data for that period led to an announcement
by the Board on December 16, 2010 that the inflation adjustment for 2011-12 will be 0.753%.
We have incorporated this inflation adjustment into our projections for fiscal year 2011-12.
Further, we have assumed 2% annual inflation growth thereafter.

Utility property assessed by the Board may be revalued annually and such assessments are not
subject to the inflation limitations of Article XIIIA. 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

propetty.

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.

B. Supplemental Assessment Revenues

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
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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 E illustrates the amounts of Supplemental
Assessment Revenues that have been received by the Commission for the Project Area during

the 2008-09 and 2009-10 fiscal years.

Table E
Supplemental Assessment Revenue

2008-09 HERO Added Area Project Area

Supplemental Revenue $954,188 $141,503 $1,096,091

Total Project Area Revenue $11,274,096 $622,070 $11,896,166

Supplemental Revenue as % of Total Revenue 8.46% 22.81% 9.21%

2009-10

Supplemental Revenue : $114,536 ($92,639) $21,897

Total Project Area Revenue $10,456,835 $324,824 $10,781,659
- Supplemental Revenue as % of Total Revenue 1.10% -28.52% 0.203%

C. Tax Rates

Tax rates will vary from area to area within the State, as well as within a community and a
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. 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 have been levied to
support any debt approved by voters after December 31, 1988 have been removed from the
projection of Tax Revenue. The over-ride tax rates typically decline each year as a result of (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.

HERO Project Area contains a total of 77 TRAs of which 71 contain taxable assessed value
and/or base year assessed value. Among these TRAs four different tax rates are levied. The
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table below illustrates the tax rates levied on secured assessed value within the Project Area for
2010-11.

2010-11 Secured Tax Rates

No. of Applicable TRAs 17 19 40 1
Secured Incremental Value $87,574,462 $261,075,725  $646,754,130 _ $595,665
% of Secured Incremental Value 8.79% 26.21% 6494% 0.06%
General Levy -1.0000 1.0000 1.0000 1.0000
City of Oxnard District 1 0.0766 0.0766 0.0766 0.0766
Metropolitan Water District 0037 0037

Oxnard Elementary School District 0273 0273
Total RDA Applicable Tax Rate 1.0766 1.1076 1.0803 1.1039

The table below illustrates the 2010-11 tax rate levied on all unsecured assessed value within the
Project Area. It should be noted that not all TRAs contain unsecured assessed value. As
discussed above, the 2009-10 secured tax rates are the unsecured tax rates for 2010-11.

2010-11 Upsecured Tax Rates

No. of Applicable TRAs i9 19 39 1
Unsecured Incremental Value $6,927,713 $52,040,538 $17,294,424 $52,500
% of Unsecured Incremental Value 9.08% 68.19% 22.66% 0.07%

. General Levy 1.060000 1.000000 1.000000 1.000000
City of Oxnard District 1 0.076637 0.076637 0.076637 0.676637
Metropolitan Water District 0.004300 0.004300
Oxnard Elementary School District - 0.022100 0.022100

Total RDA Applicable Tax Rate 1.076637 1.103037 1.080937 1.098737

The tax rate levied by the City was approved by voters prior to January 1, 1989 and is used to
fund pension funds. This over-ride rate is authorized through the entire term of the Bonds and is
assumed to remain at the same rate through the life of the projection. The tax rate levied by the
Metropolitan Water District was also approved by voters prior to January 1, 1989 and is used for
water purchase. This rate is authorized through fiscal year 2035-36 and is assumed in the
projection to be eliminated thereafter. The tax rate levied by the Oxnard Elementary School
District that was voter approved prior to December 31, 1988 is assumed in the projections to
amortize over the next 10 fiscal years and to be eliminated thereafter.

D. Allocation of Taxes

Taxes paid by property owners 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. The County disburses
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supplemental tax increment revenues to all redevelopment agencies, including the Commission,
with payments in November, May and July. Supplemental and Redemption tax increment
revenues are allocated to the Commission based on collections and are remitted periodically

during the fiscal year.

In December the Auditor-Controller allocates approximately 50% of the Commission’s projected
secured revenues. In April the Auditor-Controller allocates the remaining 50% of the
Commission’s projected secured revenues. Unitary revenues are allocated to the Commission at
the same time as the secured revenues but, because unitary revenues are allocated based on
collections, there may be a third payment made in July to fully allocate these unitary revenues.
Unsecured revenues are normally paid in the middle of October and are paid in full in a single

payment,

E. Annual Tax Receipts to Tax Levy

It is the practice of the Auditor-Controller to allocate to redevelopment agencies 100% of the
revenue projected by the equalized tax roll. The Commission thereby receives 100 percent of the
secured and unsecured taxes levied on the extended tax roll as corrected during the fiscal year.
The tax revenues of the Commission are not subject to revenue loss due to delinquencies or gains
due to redemptions. This methodology is an administrative practice that is subject to change;
however, the Auditor-Controller has given no indication that any change is being contemplated.
Revenues that are derived from the supplemental tax roll are allocated to the Commission under
a separate methodology (see Section IV B, Supplemental Assessments).

F. 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 XIIIA 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. Significant reductions took place in some counties during the
mid-1990’s due to declining real estate values. 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
cash value of the property and, as a result, 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. (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
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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.

There are six pending assessment appeals within the Added Area by four separate owners. All
are appeals of property owners 2010-11 assessed values. The values under appeal total
$30,243,261 and the owners are seeking reductions totaling $8,963,126. Within HERO there are
a number of pending assessment appeals for fiscal years 2006-07 through 2010-11. Table F
below shows the number of appeals that are pending, the values under appeal and the owner’s
opinion of value by fiscal year.

~Table F.
Pending Assessment Appeals
No.of
Pending Total Value Owner’s Opinion Max. Potential
Fiscal Year Appeals Under Appeal Of Value Value Loss
2006-07 3 $2,998,728 $920,850 . $2,077,878
2007-08 i $619,684 $309,842 $309,842
2008-09 8 '$6,523,349 $1,740,579 $4,782,770
2009-10" 69 $77,741,860 $21,080,722 $56,661,138
2010-11 253 $336,888,794 $119,270,651 $217,618,143

A large number of the appeals pending within 2009-10 and 2010-11 have been filed by the same
owners on the same parcels for both years. If any of these appeals are successful the resulting
reduction in value will not be cumulative. Riverpark Collection LLC, the top taxpayer in the
Project Area, has filed assessment appeals on all of its ten properties for both 2009-10 and 2010-
11. It is seeking a reduction of $37.4 (65.1%) million on assessed value of $57.5 million for
2009-10 and it is seeking a reduction of $79.8 miilion (89.9%) on assessed value of $88.7
million for 2010-11. Centro Watt Properties Owner 1 LLC is the owner of the Esplanade
Shopping Center and is the third largest taxpayer in the Project Area. Centro Watt Properties
Owner 1 LLC is seeking a reduction of $15.3 million (29.4%) on its 2010-11 assessed value of
$51.98 million. Four other of the top ten taxpayers are also seeking reductions of their 2010-11

assessed values,

Due to the lack of historical data available from the County Appeals Board we are unable to
reach a reasonable estimate of the value loss that may result from these pending assessment

appeals.

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.

! Pending appeals for 2009-10 included 141 appeals on parcels for which there were also appeals in fiscal year

- 2010-11. Since successful appeals are not cumulative, the pending appeals listed for 2009-10 include only appeals

on parcels for which there were no appeals filed in other fiscal years.
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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 2009-10 was $129,278. These charges equated to 1.15% of the 2009-10 Gross
Revenues for the Project Area. The 2010-11 Property Tax Collection Reimbursement charge is
not yet available. For purposes of this projection, it is assumed that the Property Tax Collection
Reimbursement will continue to be 1,15% of annual Gross Revenues for the Project Area.

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 the 1988-89 fiscal year, 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.

To administer the allocation of unitary tax revenues to redevelopment agencies, the County no
longer includes the taxable value of utilities as part of the reported taxable values of the project
area, therefore, the base year values of project areas have been reduced by the amount of utility
value that existed originally in the base year. The amount of unitary revenues to be allocated to
the Agency for 2010-11 is not yet available and will not likely be available prior to the issuance
of the Bonds. The Auditor Controller allocated a total of $8,414 of unitary tax revenues to the
Project Area for 2009-10. For purposes of this projection, we have assumed that this amount of
unitary revenues will continue to be allocated to the Project Area in the same amount for the life

of the projection,

V. Low and Moderate Income Housing Set-Aside

Sections 33334.2 and 33334.3 of the Law require redevelopment agencies to set aside not less
than 20 percent 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. A redevelopment agency can reduce the Housing Set-
Aside Requirement if the agency annually makes certain findings, consistent with the General
Plan Housing Element. These findings are that: (1) no need exists in the community to improve
or increase the supply of low and moderate income housing; or, (2) some stated percentage less
than 20 percent of the tax increment is sufficient to meet the housing need. In order to make
findings (1) or (2), the Commission's finding must be consistent with the Housing Element of the
community's General Plan, including its share of the regional housing needs of very low income
households and persons and families of low or moderate income. The Commission has not made
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any such findings in recent years but has made such findings in the past. According to the
Commission, all legally required deposits to the Housing Fund have been made and there exists
no deficit.

VL.  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 Education Revenue Augmentation Fund (the ERAF). The
Commission could have used any funds legally available and not legally obligated for other uses,
including Commission 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. An agency could have reduced its payment due to existing indebtedness,
contractual obligations and 90% of 1991-93 administrative costs (collectively, Existing
Obligations). If an agency could not make the required payment due to Existing Obligations, it
could have borrowed up to 50% of its 1992-93 contribution to the Housing Fund (which must be
repaid within ten years), or the agency was required to obtain a loan from the city/county in
order to pay the difference between what the agency pays and the total amount due. For
agencies that did not borrow to meet any shortfall of the required payment, the county auditor-
controller was required to deduct any amount due from the city/county's allocation of property
taxes. This obligation applied to the agency and not to specific project areas. According to the
Commission, it has no outstanding ERAF obligations. In addition to the payments from
redevelopment agencies, periodic State budget solutions have involved the shifting of property
tax revenues from cities, counties and special districts to the ERAF.

From 1995-96 to 2001-02, state budgets were adopted with no additional shifting of tax
increment revenues from redevelopment agencies, however, the 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 1768 (Chapter 1127, Statutes of 2002) was enacted by the
Legislature and signed by the Governor and based upon the methodology provided in the 2002-
03 budget the shift requirement for the Commission was $214,553 for fiscal year 2002-03 only.
The Commission made the required payment without impacting its payment of debt service and
other obligations. :

As part of the State’s 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. The amount of tax increment revenues that were transferred by the
Commission to Ventura County for 2003-04 was $338,119. The Commission made this payment
to the County by the May 10, 2004 deadline.

Under the Law as amended by SB 1045, the Agency was 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 Commission may repay debt with tax
increment revenues. In addition, the amount of this payment and the ERAF payments made in
prior years may be deducted from the amount of the Project Area’s cumulative tax increment
revenues. The City Council has extended the term of the Project Area’s redevelopment plan as it
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applies to HERO by adoption of Ordinance No. 2645 on February 3, 2004. By approving such
an amendment, the City Council extended by one year the effective life of HERO and the period
within which the Commission may repay indebtedness from tax increment revenues generated
within HERO. This extension of time has been reflected in the projections and in the Project
Area limits shown in Section II B, Table C.

After the State’s budget for 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
2005-06. Annual payments continued to be 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 Increment Revenues, however, the borrowed amount was required to
be repaid to the Housing Fund within 10 years of the last ERAF payment (May 10, 2006). The
Commission’s portion of the statewide ERAF requirement for 2004-05 was $819,676 and for
2005-06 the requirement was $819,746. Both payments were made prior to the deadline.
According to the Commission, all ERAF payments were made without borrowing from the
Housing Fund.

Under SB 1096, redevelopment plans with less than ten years of effectiveness remaining from
June 30, 2005, may 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 finds that the Agency is in compliance with specified state housing requirements. These
requirements are: 1) that the Commission 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 exists. If a redevelopment
plan has more than 20 years of effectiveness remaining after June 30, 2005, it may not be
extended. The Project Area had more than 20 years of effectiveness remaining after June 30,
2005 and was not, therefore, eligible for extension under SB 1096.

The Legislature enacted AB 1389 to require a $350 miilion shift for 2008-09 from
redevelopment agencies to ERAF. There was to be no repayment of this amount, nor any
extensions of redevelopment plan limits. The amount required to be paid by the Commission
under this legislation was $1,284,017. The payment may have come from any available Agency
revenues. The Commission could have borrowed up to 50 percent from its current year Housing
Tax Increment Revenues for purposes of making the ERAF payment. The ERAF payment was
to have been subordinate to debt existing at the date of enactment of AB 1389. An agency that
could not make the payment due to existing indebtedness would have been allowed to borrow
from their legislative body. Failure to make the ERAF payment would have resulted in penalties
that effectively stop new activities of the agency. This legislation mandated this ERAF shift

only for fiscal year 2008-09.

The California Redevelopment Association (the CRA), the Executive Director of the CRA, the
Madera Redevelopment Agency and the Moreno Valley Redevelopment Agency filed a lawsuit
in the Sacramento Superior Court challenging the constitutionality of the AB 1389 provisions
requiring the $350 million shift of tax increment revenues from redevelopment agencies to

ERAF. The lawsuit sought to invalidate the provisions of AB 1389 requiring the tax increment
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transfer t0 ERAF and to prohibit the State from forcing county auditors to divert these
redevelopment funds to ERAF. A ruling on this suit by the Sacramento County Superior Court
was filed on April 30, 2009. The Court found in favor of the plaintiffs, ruling that the
requirement that these funds be taken from redevelopment agency revenues and paid into county
ERAF accounts was unconstitutional in that this use of redevelopment tax increment revenues
conflicts with and violates the Law requiring that tax increment revenues be used to finance
redevelopment activities. This ruling eliminated the requirement to make the ERAF payment
described in the previous paragraph. It was expected that the State would appeal the ruling but it
recently withdrew this appeal.

AB 1389 also contained provisions requiring redevelopment agencies to report all amounts of
statutory tax sharing payments owed for fiscal years 2003-04 through 2007-08, the amounts paid,
and if any amounts were not paid, to pay the amounts due or incur penalties effectively stopping
new activities of the Commission. In compliance with the requirements of AB 1389, the
Commission filed the necessary reports and made all statutory tax sharing payments during this
period. AB 1389 further requires reporting of all statutory tax sharing payments for fiscal year
2008-09. According to the Commission the required reporting was submitted to the County
Auditor-Controlier and all statutory tax sharing payments were made for this year.

In July, 2009, the Legislature adopted AB 26 4x. This bill is implementing legislation to a
package of 30 bills that were adopted ‘in order to close the State’s budget deficit. Under this
legislation the redevelopment agencies statewide were required to pay $1.7 billion in fiscal year
2009-10 and wiil be required to pay another $350 million in 2010-11 into their county’s
“Supplemental” ERAF (the SERAF). Funds deposited in the SERAF will be distributed in such
a way as to try to avoid the issues that were named by the Sacramento Superior Court in its
ruling on AB 1389’s ERAF payment requirement. The Commission was required to pay
$6,242,637 in May, 2010 and the amount to be paid in May, 2011 is $1,284,017. If the
Commission does not make the payment by the May 10, 2011 deadline its ability to conduct
redevelopment activities will be halted and it must increase the housing set aside to 25%.

Under this legislation, the Commission can use any available funds to make the SERAF
payment. Any Housing Tax Increment Revenues amount used to make the SERAF payment
must be. repaid to the Housing Fund by June 30, 2015. If an agency fails to repay the Housing
Fund in a timely manner, the required allocation of tax increment to the Housing Fund is
increased to 25% for the remainder of the time that debt may be repaid from the Project Area.
The Commission did not borrow from the Housing Fund to make the necessary payment for
2010 and does not intend to borrow from the Housing Fund to make the required payment for

2011.

On November 12, 2009, the Governor signed SB 68 (Steinberg) into law which modifies AB 26
4x by allowing agencies to use the accumulated balances in their housing fund (and not just
current year Housing Tax Increment Revenues) to make their SERAF payments, should that
become necessary. Funds used from the Housing Fund existing balance to make the 2009-10
payment to County SERAF would be considered a loan to be repaid within five years. Using
funds from accumulated Housing Fund would not be allowed for making payments due for 2010-
11. The legislation requires that the funds be deposited into a County SERAF and distributed to
K-12 school districts located in any project area of the Commission in proportion to the average
daily attendance of the district. The funds distributed to schools from the SERAF must be used
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to serve pupils living in the project area or in housing supported by redevelopment funds. The
total amount of SERAF funds received by a school district is deemed to be local property taxes
and will reduce dollar-for-dollar the State's Prop 98 obligations to fund education.

The City may lend to the Commission the amount that must be paid to SERAF and if that occurs,
the Commission is authorized to repay the City from tax increment revenues. The City is also
authorized to make the payment on behalf of the Commission. The provisions of existing law
which permit a joint powers authority to sell bonds and loan the proceeds to redevelopment
agencies in order to make ERAF payments are also available for the 2009-10 and 2010-11
payments. In addition, agencies are entitled to a one-year extension on their AB 1290 time limits
if they make timely SERAF payments. This extension will not trigger pass-through payments
under Health and Safety Code Section 33607.7.

As with the earlier ERAF obligations, the obligation to make the SERAF payment is subordinate
to debt service on bonds and other indebtedness. An agency may pay less than the amount
required if it finds that it is necessary to make payments on existing obligations required to be
committed, set-aside or reserved by the agency during the applicable fiscal year. An agency that
intends to pay less than the required amount in order to pay existing obligations must adopt a
resolution prior to December 31, 2009, listing the existing indebtedness and the payments
required to be made during the applicable fiscal year.

An agency failing to timely make its SERAF payment, even if the delay is required in order to
pay existing obligations, is subject to what has been referred to as the "death penalty." An
agency subject to the death penalty may not adopt a new redevelopment plan, amend an existing
plan to add territory, issue bonds, further encumber funds or expend any moneys derived from
any source except to pay pre-existing indebtedness, contractual obligations and 75% of the
amount expended on agency administration for the preceding fiscal year. This penalty would
last until the required payments have been made.

On October 20, 2009 the CRA filed a lawsuit in Sacramento Superior Court challenging the
constitutionality of AB-26 4x. In addition to the CRA, two redevelopment agencies were named
as plaintiffs in the lawsuit. These are the Union City Redevelopment Agency in Alameda
County and the Fountain Valley Redevelopment Agency in Orange County. They serve as
representatives of all redevelopment agencies in the state. The Court was asked to certify all
redevelopment agencies as a class of plaintiffs in the lawsuit. With this suit, the CRA sought to
invalidate the State’s effort to require the redevelopment agencies to shift $2.05 billion in tax
increment revenues to the SERAF. On May 4, 2010, Judge Lloyd Connelly of the Sacramento
Superior Court ruled in favor of the State of California and effectively authorized the SERAF
obligations. The Judge refused to issue an order delaying the requirement for making the
SERAF payments. The CRA unsuccessfully attempted to secure an injunction that would allow
redevelopment agencies to delay payment of the SERAF obligations pending their appeal of
Judge Connelly’s ruling. According to the Commission, it did not borrow the payment amount
from the Housing Fund and submitted the required SERAF payment to the Auditor-Controller by
the May 10, 2010 deadline. By making the required payments, the Commission is authorized to
extend the expiration date of the Redevelopment Plan by one year which will similarly extend
the time limit on repaying indebtedness. Since there is a question as to whether an appeal of the
Judge’s ruling will be successful, for purposes of this report we have not assumed any extension

of these time limits, -
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The State’s ability to impose future ERAF and SERAF payments on redevelopment agencies
may be affected by Proposition 22, which was approved by the California electorate on
November 2, 2010. Proposition 22, among other things, amends Sections 24 and 25.5 of Article
XIII' of the California Constitution to prohibit the State from reallocating, transferring,
borrowing, appropriating or restricting the use of taxes imposed or levied by a local government
solely for the local government’s purposes. As applied to redevelopment agencies, Proposition
22 adds Section 25.5(A)(7) to Article XII of the State Constitution to prohibit the State from
requiring a redevelopment agency (A) to pay, remit; loan, or otherwise transfer, directly or
indirectly, taxes on ad valorem real property and tangible personal property allocated to the
agency pursuant to Section 16 of Article XVI of the State Constitution to or for the benefit of the
State, any agency of the State, or any other jurisdiction; or (B) to use, restrict, or assign a
particular purpose for such taxes for the benefit of the State, any agency of the State, or any other
jurisdiction, other than (i) statutory pass through payments required by Health and Safety Code
Sections 33607.5 and 33607.7 and (ii) payments for the purpose of increasing, improving, and
preserving the supply of low and moderate income housing available at affordable housing cost.
Although the passage of Proposition 22 had no impact upon the Commission’s obligation to pay
the 2010 SERAF amount and will have no impact on the Commission’s obligation to pay the
2011 SERAF amount, the State Legislative Analyst’s Office (“LAQ”) has stated that the
measure prohibits the State from enacting new laws that require redevelopment agencies to shift
funds to schools or other agencies. No assurance can be provided that Proposition 22 will be
implemented as contemplated by the LAO. In addition, Proposition 22 is subject to
interpretation by the courts and there can be no assurance that the measure will not be challenged
by the State or other parties or repealed by the voters of the State in the future.

On January 10, 2011, the Governor released his budget proposals for fiscal year 2011-12. The
proposed budget reflects the Governor’s attempt to resolve shortfalls in revenue totaling $25.4
billion for 2010-11 and 2011-12. Among a number of proposals to close this budget shortfall is
a proposal to disestablish all redevelopment agencies in the State. Under the Governor’s
proposal, existing indebtedness and tax sharing obligations would continue to be paid.
Indebtedness is referred to in this proposal as including debt service on bonds and other
contractual obligations of the agency. The budget proposal includes provision for $1.7 billion to
be taken by the State from redevelopment agencies to reduce its costs for Medi-Cal and the
courts system for 2011-12. Housing Set-Aside requirements would be ended and existing
Housing Fund balances would be transferred to local housing authorities. In 2011-12, tax
increment revenue amounts remaining after payment of debt obligations, tax sharing and the
State’s take-away would be divided among cities, counties and special districts. Beginning with
fiscal year 2012-13, tax increment revenues would be used first to pay existing debt obligations
and all remaining tax increment revenue would be distributed to the taxing entities,

Implementation of the proposed budget, including the redevelopment provisions, would require
implementing legislation by the Legislature. Draft legislation implementing this proposal was
released by the California Department of Finance on February 23, 2011 (the Proposed
Legislation). The Proposed Legislation has been formally introduced as Senate Bill 101 and it is
being debated in the Legislature as of this date. There is no assurance whether the Proposed
Legislation will be enacted in its present form or that it will be enacted at all.
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The Senate Bill 101 was introduced as an urgency measure which requires a two-thirds
affirmative vote of both the Senate and the Assembly and would allow the legislation to become
effective immediately upon passage and signature by the Governor. If the legislation is included
as part of the budget approval package it could be approved by the Legislature with a majority
vote and would be still be immediately effective. The language as it exists in Senate Bill 101 is
clear that its provisions would be effective as of the date of enactment and would make provision
for review and possible reversal of some Commission actions taken prior to the Bill’s enactment.
There are also provisions that may limit the Commission’s future ability to spend the proceeds of
the Bonds. It cannot be determined at this time what those limitations might be or if they will be
enacted. Senate Bill 101 proposes to implement its purposes using a number of complex
provisions that may contain inconsistencies that would need to be revised. The Commission
cannot predict what changes may be made to the Proposed Legislation or if similar legislation
might be enacted in any form. Similarly, the Commission cannot predict the impact on the
Commission or the Bonds of this legislation or any similar legislation that may be enacted.

VII. Tax Sharing Agreements and Other Obligations

The redevelopment plan for HERO was adopted after January 1, 1994 and is, therefore, subject
to the statutory tax sharing payments mandated in Section 33607.5 of the Law as amended by
Assembly Bill 1290. These tax-sharing payments are set by statute and are not negotiated. A
prescribed portion of the Commission’s tax increment revenue must be shared with all taxing
entities. This defined tax-sharing amount has three tiers. The first tier began with the first year
that HERO received tax increment revenue and will continue until HERO is no longer eligible to
repay indebtedness., This first tier tax-sharing amount is 25 percent of the Commission’s gross
tax increment revenue net of the Housing Set-Aside Requirement. The City has elected to
receive its share of this first tier of tax-sharing payments.

The second tier began in the eleventh year after the Commission first receives tax increment
revenue (2009-10). This second tier is 21 percent of the tax increment revenue, net of the
Housing Set-Aside Requirement, that is derived from the growth in assessed value that is in
excess of the HERO assessed value in year ten (2008-09). The City may not receive any portion
of the second tier tax-sharing payments.

The third tier begins in the 31st year after the Commission first receives tax increment revenue

(2029-30). This third tier is 14 percent of the tax increment revenue, net of the Housing Set-
Aside Requirement that is derived from the growth in assessed value that is in excess of the
assessed value of HERO in the 30th year (2028-29). The City may not receive any portion of the
third tier tax-sharing payments. These three tiers of tax sharing are calculated independent of
one another and continue from their inception through the life of the project area.

The Added Area was added to HERO as of March 23, 2004. Even though the Added Area is an
addition to HERQ, the Added Area is subject to project area limitations and tax sharing
payments in the same way as any new project area. The first tier tax sharing payments are
calculated in the same way as is described above for HERO. The City has elected to receive its
share of the first tier tax sharing payments. The second tier of tax sharing payments begin in
fiscal year 2015-16 and use the Added Area assessed values for 2014-15 as an adjusted base year
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value. The third tier tax sharing payments will begin in fiscal year 2035-36 and will use the
Added Area assessed values for 2034-35 as the adjusted base year value,

Owner Participation Agreement - RiverPark A

Within HERO, the Commission has entered into an agreement with the developers of the
RiverPark A project. This mixed used development is currently under construction on a site
north of the 101 Freeway and west of Vineyard Avenue, The development site is not entirely
within the boundaries of HERO. The agreement calls for the Commission to reimburse the
developer for certain improvements that are mandated by the development plan. Payments that
the Commission may be obligated to make are limited to a maximum amount of $10 million.
The payments are to be made from a 35% portion of general levy revenues generated by the
development after deduction of the Housing Set-Aside Requirement; tax sharing payment
amounts; and any future ERAF payments. The payments are specifically subordinate to the
payment of debt service on any current or future bonded indebtedness, including debt service on
the HERO Bonds. Payments pursuant to this agreement have now been initiated. No estimate of
the amount to be paid under this agreement has been included in the projection. '

Santa Ana Decision

In 2001 the State Court of Appeals upheld a Superior Court decision which held the Santa Ana
School District had the right to receive payments from the Orange County Redevelopment
Agency pursuant to a resolution adopted by the School District in 1996 under former Section
33676(a) of the Law (Santa Ana Unified School District v. Orange County Redevelopment
Agency; App. 4 Dist. 2001 108 Cal. Rptr.2d 770, 90 Cal. App 4th 404, review denied). Former
Section 33676(a)(2) provided that, unless a negotiated tax sharing agreement had been entered
into, upon passage of a resolution prior to adoption of a redevelopment plan, affected taxing
agencies and every school and community college district could elect to be allocated increases in
the assessed value of taxable property in the project area based on inflation growth (the 2%
Property Tax Increase). Former Section 33676(a)(2) was repealed as part of major revisions
made to the Law pursuant to the Reform Act of 1993 (AB 1290).

The changes to the Law contained in AB1290 were effective as of January 1, 1994. The Court
of Appeals affirmed the lower court ruling that due to an amendment to former Section 33676(a)
that was adopted in 1984 and became effective on January 1, 1985, school and community
college districts were to automatically receive the 2% Property Tax Increase even without
adopting the appropriate resolution prior to the adoption of a redevelopment plan. Because the
Project Area was adopted after the effectiveness of Section 33676(a)(2) was amended out of the
Law, it is not subject to the effects of this decision. :

VII. Transfers of Ownership

Value will be added to HERO for fiscal year 2011-12 as the result of 99 transfers of ownership
on single family residential parcels that occurred after the January 1, 2010 lien date for the 2010-
11 tax roll. These single family residential parcel transfers will add $1,276,350 in new value to

the 2011-12 tax roll.
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In addition there were 24 transfers of ownership among non-residential parcels within HERO.
These non-residential parcel transfers will cause a reduction of value in 2011-12 totaling $43.7
million. This value change is dictated by a single, very large transaction for the sale of the
Serenade Apartment Home development at 700 Forest Park Boulevard. The full value of this
development was first reflected on the 2008-09 tax rolls. The apartment development was
assessed at $66.9 million for 2010-11 and was sold in September, 2010 for $20.3 million. This
sale would indicate a reduction of $46.5 million for 2011-12. Other non-single family property
transfers of ownership were for amounts greater than the amounts listed on the tax rolls and
somewhat mitigated the loss of value that will result from the sale of the Serenade Apartment
Home project. The total estimated loss of value for 2011-12 due to transfer of ownership among
non-single family residential properties is $43.7 million.

The changes in value indicated by the transfers of ownership have been reflected in the projected
assessed values for 2011-12. There were no transfers of ownership listed within the Added Area
that occurred after the January 1, 2010 lien date for fiscal year 2011-12.

IX. Trended Taxable Value Growth

In accordance with Article XIIIA of the State Constitution, growth in real property land and
~ improvement values may reflect the year-to-year inflationary rate not to exceed 2% for any given
year or reduction as shown in the consumer price index. A 2% growth rate is the maximum
inflationary growth rate permitted by law and this rate of growth has been realized in all but six
years since 1981. The years in which less than two percent 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%)
and 2010-11 (-0.237%). The State Board of Equalization announced in December, 2010 that the
inflation adjustment for 2011-12 will be 0.753%. We have applied this 0.753% growth rate to
the projected values for 2011-12. In addition, we have assumed 2% annual inflationary growth

beginning with 2012-13 and 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. Future values will also be affected by changes of ownership and new
construction not reflected in our projections. HdL Coren & Cone makes no representation that
taxable assessed values will actually grow at the rate projected.

As a result of the recent nationwide increase in defaults on residential mortgages there has been
concern expressed in the financial market over the possible impact that these defaults may have
on redevelopment agency revenues in general. Reliable information on residential foreclosure
activity is difficult to find and what information that is available is not readily applicable to
discrete areas within cities and redevelopment project areas. Much of the information available
is segregated by county or ZIP code. The information within the following table is based on

information available from the RealtyTrac website.
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Table G
Residential Foreclosure Data for the City of Oxnard
Notices of Real Estate Total City
Notices of  Trustee’s Owned Total City Residential
As of: _ Default Sale by Lender Parcels Parcels
March, 2011 440 830 497 44,782 40,421

According to RealtyTrac, properties receiving a Notice of Default from a trustee are in the first
phase of the foreclosure process. A Notice of Default is sent after the occurrence of a default
under the terms of the deed of trust or mortgage. A Notice of Trustee’s Sale is filed announcing
a public auction of property that is in default under the terms of the deed of trust or mortgage.
This is the second phase of the foreclosure process. Real Estate Owned by Lender reflects the
final stage in the foreclosure process. These are properties that have been conveyed into the
ownership of the lender. Generally the foreclosure process may be halted by the property owner
or borrower paying the amount that is in default under the deed of trust and bringing the loan
current.

The number of residential parcels on which Notices of Defauit or Notices of Trustee’s Sale have
been filed or are Lender owned total 4.37% of all residential parcels within the City. The City is
located within seven ZIP Codes which may also include areas of unincorporated Ventura
County, the City of Camarillo and the City of Ventura, We are unable to determine how many of
the parcels represented in Table G may be located within the Project Area or that are located
within the city limits. Further, we have no information on any possible commercial or industrial
foreclosures or bank owned property. It is very likely that some commercial centers within the
Project Area are experiencing vacancies. It is unclear if or how these vacancies may impact
Project Area assessed values in future years,

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 Ventura County Assessor and 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,
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