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

This Official Statement is not to be construed as a contract with the purchasers of the Bonds.
Statements contained in this Official Statement which involve estimates, forecasts or matters of opinion,
whether or not expressly so described herein, are intended solely as such and are not to be construed as a
representation of facts.

The information set forth in this Official Statement has been obtained from sources which are
believed to be reliable, but it is not guaranteed as to its accuracy or completeness, and is not to be
construed as a representation by the Borrower or the Authority. Except for the information contained
under the captions “THE AUTHORITY” AND “LITIGATION—The Authority,” the Authority neither
has nor will assume any responsibility as to the accuracy or completeness of the information in this
Official Statement. The information and expressions of opinion stated herein are subject to change
without notice. Neither the delivery of this Official Statement nor the sale of any of the Bonds implies
that the information herein is correct as of any time subsequent to the date hereof. The delivery of this
Official Statement shall not, under any circumstances, create any implication that there has been no
change in the affairs of the Authority, the Borrower, or the major participants in the Project. All
summaries of the Bonds, the resolution authorizing their issuance, the Indenture and the other documents
discussed herein are made subject to the provisions of such documents and do not purport to be complete
statements of any or all of the provisions thereof. Reference is hereby made to the Bonds, said resolution,
the Indenture and such other documents on file with the Trustee for further information.

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, their 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.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVERALLOT OR
EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE
BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN
MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

The Bonds have not been registered under the Securities Act of 1933, as amended, in reliance
upon an exemption contained in such act. The Bonds have not been registered or qualified under the
securities laws of any state. These securities have not been approved or disapproved by the Securities and
Exchange Commission or any State Securities Commission nor has the Securities Exchange Commission
or any State Securities Commission passed upon the accuracy or adequacy of this Official Statement.
Any representation to the contrary is a criminal offense.
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INDEPENDENT CITIES FINANCE INDEPENDENT CITIES FINANCE
AUTHORITY MOBILE HOME PARK AUTHORITY MOBILE HOME PARK
REVENUE BONDS (MOONEY GROVE REVENUE BONDS (MOONEY GROVE
MOBILE MANOR) SERIES 2016A MOBILE MANOR) SERIES 2016B
(FEDERALLY TAXABLE)
INTRODUCTION

General

This Official Statement, including the cover page and Appendices hereto, provides certain
information concerning the sale and delivery by the Independent Cities Finance Authority (the
“Authority”) of its Mobile Home Park Revenue Bonds (Mooney Grove Mobile Manor) Series 2016A (the
“Series A Bonds™) in the initial aggregate principal amount of $ " and its Mobile Home Park
Revenue Bonds (Mooney Grove Mobile Manor) Series 2016B (Federally Taxable) (the “Series B
Bonds”) in the initial aggregate principal amount of $ "

THE BONDS ARE SUBJECT TO CERTAIN RISKS, INCLUDING THE RISK THAT THE
PROJECT MAY NOT GENERATE NET OPERATING REVENUES SUFFICIENT TO PAY THE
PRINCIPAL OF AND INTEREST ON THE BONDS. SEE THE SECTION HEREIN ENTITLED
“RISK FACTORS” FOR A DISCUSSION OF SPECIAL RISK FACTORS THAT SHOULD BE
CONSIDERED IN EVALUATING THE INVESTMENT QUALITY OF THE BONDS.

The Series A Bonds and the Series B Bonds are collectively referred to herein as the “Bonds.”
The Bonds are payable from, and secured by, the Trust Estate.

The summaries and references to documents, statutes, reports and other instruments referred to
herein do not purport to be complete, comprehensive or definitive, and each such summary and reference
is qualified in its entirety by reference to each document, statute, report or instrument. Capitalized terms
not defined elsewhere in this Official Statement or in Appendix A hereto have the meanings assigned to
such terms in the Indenture.

The Bonds will be issued by the Authority pursuant to an Indenture of Trust, dated as of January
1, 2016 (the “Indenture”), between the Authority and U.S. Bank National Association, as trustee (the
“Trustee”). The proceeds of the sale of the Bonds will be used to fund a loan (the “Loan”) to Villa del
Arroyo Moorpark LLC, a California limited liability company (the “Borrower”), pursuant to a Loan
Agreement, dated as of January 1, 2016 (the “Loan Agreement”) among the Authority, the Borrower and
the Trustee. The Borrower will use the proceeds of the Loan to (i) finance the acquisition and
improvement of the Mooney Grove Mobile Manor located in the City of Visalia, California (the
“Project”) and (ii) make deposits to various Accounts and Funds established under the Indenture.
Specifically, the proceeds of the Bonds will be used to make deposits to the Project Fund, the Costs of
Issuance Fund, the Restricted Account of the Replacement Reserve Fund and the Debt Service Reserve
Fund. See “THE PLAN OF FINANCING” and “ESTIMATED SOURCES AND USES OF FUNDS.”

The Bonds are special limited obligations of the Authority, payable solely from and secured as to
the payment of the interest on and the principal of and the redemption premium, if any, from Pledged

’ Preliminary, subject to change.



Revenues (as hereinafter defined) and other funds and property including the Deed of Trust (as defined
herein) as provided therefor in the Indenture. “Pledged Revenues,” in turn, consist primarily of the
Operating Revenues of the Project, the principal source of which is the monthly rental income for mobile
home spaces (the “Spaces”) within the Project and certain other required deposits under the Indenture.
See “SECURITY FOR THE BONDS” and “THE PROJECT” herein. THE BONDS ARE NOT A DEBT
OF THE AUTHORITY, MEMBERS OF THE AUTHORITY, THE STATE OF CALIFORNIA OR ANY
OF ITS POLITICAL SUBDIVISIONS FOR PURPOSES OF ANY CONSTITUTIONAL OR
STATUTORY DEBT LIMITATION OR RESTRICTION, NOR IN ANY EVENT SHALL THE BONDS
BE PAYABLE OUT OF FUNDS OR PROPERTIES OTHER THAN AS PLEDGED PURSUANT TO
THE INDENTURE.

Pursuant to the Loan Agreement, the Authority will agree to loan the proceeds of the Bonds to the
Borrower (the “Loan”) by causing such proceeds to be deposited with the Trustee and applied in
accordance with the Indenture. Under the Loan Agreement, the Borrower is obligated to make payments
to the Trustee at such times and in such amounts as are required to enable the Trustee to pay the principal
and premium, if any, of and interest on the Bonds. The obligations of the Borrower under the Loan
Agreement and the Note are limited recourse obligations of the Borrower secured by a first lien deed of
trust on the Project (the “Deed of Trust”). See “THE LOAN AGREEMENT” and “SECURITY FOR
THE BONDS” herein.

Other than the Project and revenues received by virtue of its ownership of the Project, the
Borrower currently has no other property or sources of revenues that are available or that have been
pledged to repay its obligations under the Loan Agreement. See “THE BORROWER —Operations.”

The Project has been appraised by John P. Neet, MAI as of October 6, 2015 at a market value of
$10,000,000. Further, the appraisal estimates the “value in use” of the Project to a 501(c)(3) non-profit
corporation to be $9,800,000. See “THE PROJECT” and “APPENDIX D—Appraisal” herein.

The Authority, the Borrower and the Trustee will enter into a Regulatory Agreement and
Declaration of Restrictive Covenants dated as of January 1, 2016 (the “Regulatory Agreement”) with
respect to the operation of the Project. Under the Regulatory Agreement, the Borrower is to rent at least
20% of the Spaces in the Project to Very Low Income Residents (all as defined in the Regulatory
Agreement).

The monthly rental rate which the Borrower may charge some of the Very Low Income Residents
is also restricted by the Regulatory Agreement, as discussed herein. The Borrower will also agree in the
Regulatory Agreement to rent an additional 40% of the Spaces in the Project (not including any Spaces
required to be occupied by Very Low Income Residents) to Low Income Residents during the Qualified
Project Period. See “THE REGULATORY AGREEMENT” and “RISK FACTORS—Value of Project,
Economic Feasibility” herein.

Forward Looking Statements

Certain statements included or incorporated by reference in this Official Statement constitute
“forward-looking statements” within the meaning of the United States Private Securities Litigation
Reform Act of 1995, Section 21E of the United States Securities Exchange Act of 1934, as amended, and
Section 27A of the United States Securities Act of 1933, as amended. Such statements are generally
identifiable by the terminology used such as “plan,” “expect,” “estimate,” “project,” “budget” or other
similar words. Such forward-looking statements include, but are not limited to, certain statements
contained in the information under the caption “THE PROJECT—Projected Operating Results.”
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The achievement of certain results or other expectations contained in such forward-looking
statements involve known and unknown risks, uncertainties and other factors which may cause actual
results, performance or achievements described to be materially different from any future results,
performance or achievements expressed or implied by such forward-looking statements. The Borrower
does not plan to issue any updates or revisions to those forward-looking statements if or when its
expectations, or events, conditions or circumstances on which such statements are based occur, other than
as described under “CONTINUING DISCLOSURE” herein.

THE PLAN OF FINANCING

The proceeds of the Bonds will be used to fund the Loan to the Borrower pursuant to the Loan
Agreement. The proceeds of the Loan will be used by the Borrower to acquire and to make certain
improvements to the Project, and to make certain deposits required under the Indenture.

The Project consists of certain real property and title to certain Improvements thereon (which
consist of the structures, site improvements, facilities and fixtures at the Project), commonly known as the
Mooney Grove Mobile Manor located in the City of Visalia. The Project does not include the mobile
homes located on the Project site, and such mobile homes are not security for the Bonds. See “THE
PROJECT.”

ESTIMATED SOURCES AND USES OF FUNDS
Following are the estimated sources and uses of funds for the financing.

Series A Series B Borrower
Bonds Bonds Equity Totals

Sources:

Principal Amount of Series A Bonds
Principal Amount of Series B Bonds
Borrower Equity

Total Sources of Funds

Uses

Underwriter’s Discount
Purchase Price of the Project
Project Fund

Debt Service Reserve Fund"
Cost of Issuance Fund®
Repair and Replacement Fund
Issuer’s Fee

Coverage Fund

Total Uses of Funds

(1) Established solely for the security of the Bonds in an amount equal to the initial Debt Service Reserve Fund
Requirement.
(2) Includes Trustee, legal, financial advisory, printing and other miscellaneous costs of issuing the Bonds.



DEBT SERVICE REQUIREMENTS
The following table sets forth the semi-annual debt service requirements for the Bonds on
15 and 15 of each year, assuming no redemptions other than sinking fund
redemptions.

Bonds Debt Service Schedule

Date Principal Interest



THE BONDS
General

The Bonds will be delivered in fully registered form only and, when issued, will be registered in
the name of Cede & Co., as nominee of The Depository Trust Company, New York, New York (“DTC”).
DTC will act as securities depository for the Bonds. Ownership interests in the Bonds may be purchased,
in book entry form only, initially in denominations of $5,000 or any integral multiple thereof. See “THE
BONDS-Book-Entry System.”

The Bonds will mature on the respective dates and in the respective principal amounts, and will
bear interest at the respective rates, all as set forth on the inside cover page of this Official Statement.
The Bonds will be dated their date of delivery. Interest on the Bonds will be computed on the basis of a
360-day year consisting of twelve 30-day months and will be payable semiannually on 15 and

15 of each year, commencing 15, 2016 (each such date an “Interest Payment
Date”), by check or draft mailed on such Interest Payment Date to the Owners of Bonds as they appear on
the registration books of the Trustee, or, upon the written request of a Bondowner of at least $1,000,000
in principal amount of Bonds received by the Trustee not later than fifteen (15) days prior to the Record
Date for such payment, by wire transfer to an account in the United States designated by such
Bondowner.

Each Bond will bear interest from the Interest Payment Date next preceding the date of
authentication thereof to which interest has been duly paid or provided for, unless a Bond is authenticated
before the first Record Date, in which case interest will accrue from the Closing Date, or unless
authenticated as of a date during the period from the Record Date to and including the next Interest
Payment Date, in which case it shall bear interest from such Interest Payment Date. Each Bond shall bear
interest on overdue principal at the rate then in effect on such Bond. In the event of any default in the
payment of interest, such defaulted interest shall be payable to the Bondowner of such Bond on a special
Record Date for the payment of such defaulted interest, which date shall be established by the Trustee, in
accordance with the Indenture.

Principal and premium, if any, due on the Bonds shall be paid only upon surrender of such Bond
at the office designated by the Trustee.

Redemption

Optional Redemption. The Series A Bonds maturing on or after 15, 20_* are subject
to optional redemption by the Authority, at the request of the Borrower, prior to the stated maturities
thereof as may be directed by the Authority in whole, or in part from among maturities as may be directed
by the Authority, at the request of the Borrower, on any date on or after 15,20 " ata
Redemption Price equal to the principal amount to be redeemed, subject to the availability of funds for
such purpose on the redemption date, plus accrued interest thereon to the date fixed for redemption,
without premium.

The Series B Bonds are subject to optional redemption by the Authority, at the request of the
Borrower, prior to the stated maturity thereof as may be directed by the Authority in whole, or in part
from among maturities as may be directed by the Authority, at the request of the Borrower, on any date at
a Redemption Price equal to the principal amount to be redeemed, subject to the availability of funds for

’ Preliminary, subject to change.



such purpose on the redemption date, plus accrued interest thereon to the date fixed for redemption,
without premium.

Such redemption will be effective only if, on the date of redemption, the Trustee holds money in
accordance with requirements of the Indenture sufficient to pay the principal of and accrued interest on all
Outstanding Series A Bonds or Series B Bonds, as applicable, to be redeemed.

Special Redemption Generally. In accordance with and for purposes of the Indenture, the Bonds
shall be subject to mandatory redemption, at the option of the Authority, at the request of the Borrower,
prior to the stated maturities thereof on a pro rata basis, in whole or in part at any time, on the earliest
practicable date for which notice of redemption can be given as provided in the Indenture at a
Redemption Price equal to 100% of the Principal Amount of such Bonds or portions thereof to be
redeemed, together with accrued interest, thereon to the date of redemption, without premium, in a
Principal Amount having an aggregate Redemption Price equal to the amount of moneys which are
deposited in or transferred to the Redemption Fund, (x) from any Net Proceeds or any prepayment made
by the Borrower in order to fully retire the Loan in connection with a condemnation or casualty loss
which results in Net Proceeds, and (y) from excess amounts in the Debt Service Reserve Fund resulting
from a reduction in the Debt Service Reserve Fund Requirement after giving effect to any special
redemption under the aforementioned provisions of the Indenture. The Trustee shall apply any such
amounts described above in accordance with applicable provisions of the Indenture from time to time as
directed by a certificate of a Borrower’s Representative, with notice to the Authority; provided, however,
that (i) such amount to be applied to such redemption shall be rounded to the next lower authorized
denomination, and (ii) unless otherwise directed by a certificate of a Borrower’s Representative, with
notice to the Authority, no such redemption of Bonds shall be effected unless the total amount to be
applied to redeem Bonds on such date shall be at least $25,000.

Mandatory Sinking Fund Redemption”. The Series A Bonds maturing on 15 in each
of the years 20,20 ,20 and 20, are subject to mandatory sinking fund redemption by application
of the Sinking Fund Installments as provided in the Indenture, commencing on the respective dates set
forth below, at a Redemption Price equal to 100% of the Principal Amount of each such Bond or portion
thereof to be redeemed, plus accrued interest to the date of redemption thereof, without premium, on the
respective dates and in the amounts set forth in the following tables:

Series A Bonds Maturing on 15,20
Sinking Fund Redemption Date Principal Amount
( 15) To Be Redeemed
(maturity)
Series A Bonds Maturing on 15,20
Sinking Fund Redemption Date Principal Amount
( 15) To Be Redeemed

’ Preliminary, subject to change.



(maturity)

Series A Bonds Maturing on 15,20
Sinking Fund Redemption Date Principal Amount
( 15) To Be Redeemed
(maturity)
Series A Bonds Maturing on 15,20
Sinking Fund Redemption Date Principal Amount
( 15) To Be Redeemed
(maturity)
Series A Bonds Maturing on 15,20
Sinking Fund Redemption Date Principal Amount
( 15) To Be Redeemed
(maturity)

The Series B Bonds are subject to mandatory sinking fund redemption by application of the
Sinking Fund Installments as provided in the Indenture, commencing on the respective dates set forth
below, at a Redemption Price equal to 100% of the Principal Amount of each such Bond or portion
thereof to be redeemed, plus accrued interest to the date of redemption thereof, without premium, on the
respective dates and in the amounts set forth in the following tables:

Series B Bonds
Sinking Fund Redemption Date Principal Amount
( 15) To Be Redeemed




(maturity)

Redeemed Bonds as Satisfaction of Sinking Fund Installments. Upon any purchase or
redemption of Term Bonds (other than by application of Sinking Fund Installments) an amount equal to
the applicable Redemption Prices thereof shall be credited towards a part of all of any one or more of the
above-listed Sinking Fund Installments, as directed by a certificate of a Borrower Representative, with a
copy to the Authority or, failing such direction by 1 of each year, toward such Sinking Fund
Installments pro rata. Such applicable Redemption Prices shall be the respective Redemption Prices
which would be applicable upon the redemption of such Bonds from the respective Sinking Fund
Installments on the due dates thereof. The portion of any such Sinking Fund Installment remaining after
the deduction of any such amounts credited toward the same (or the original amount of any such Sinking
Fund Installment if no such amounts shall have been credited toward the same) shall constitute the
unsatisfied balance of such Sinking Fund Installment for the purpose of the calculation of Principal
Installments due on a future date.

Selection of Bonds to be Redeemed by Lot. Except as may be otherwise provided in the
Indenture, in the event of redemption of less than all of the Outstanding Bonds of like maturity, the
Trustee shall assign to each such Outstanding registered Bond of the maturity to be redeemed a distinctive
number for each $5,000 of the Principal Amount of such Bond and shall select by lot, using such method
of selection as it shall deem proper in its discretion, from the numbers assigned to such Bonds as many
numbers as, at $5,000 for each number, shall equal the Principal Amount of such Bonds to be redeemed.
The Bonds to be redeemed shall be the Bonds to which were assigned numbers so selected; provided,
however, that only so much of the Principal Amount of each such registered Bond of a denomination of
more than $5,000 shall be redeemed as shall equal $5,000 for each number assigned to it and so selected.
For purposes of this paragraph, Bonds which have theretofore been selected by lot for redemption shall
not be deemed Outstanding.

Notice of Redemption. When the Trustee receives notice from the Authority of its election or
direction to redeem Bonds pursuant to the Indenture, and when redemption of Bonds is required pursuant
to the Indenture, the Trustee shall give notice, which notice shall specify the maturities of the Bonds to be
redeemed, the redemption date and the place or places where amounts due upon such redemption will be
payable, whether such redemption is conditioned upon the availability of funds for such purpose on the
redemption date (in the case of optional redemption and special redemption pursuant to the Indenture)
and, if less than all of the Bonds of any maturity are to be redeemed, the letters and numbers or other
distinguishing marks of such Bonds so to be redeemed, and, in the case of Bonds to be redeemed in part
only, such notice shall also specify the respective portions of the Principal Amount thereof to be
redeemed. Such notice shall further state that on such date there shall become due and payable upon each
Bond to be redeemed the Redemption Price thereof, or the Redemption Price of the specified portion of
the Principal Amount thereof in the case of Bonds to be redeemed in part only, together with interest
accrued on such Bonds to the redemption date, and that from and after such date interest on such Bonds
shall cease to accrue and be payable; provided, that, if the redemption is conditioned upon funds being
available therefor no later than the opening of business on the Business Day prior to the redemption date,
the notice shall so state. The Trustee shall mail a copy of such notice, by first class mail, postage prepaid,
not less than thirty (30) days nor more than forty-five (45) days before the redemption date, to the Owners
of any Bonds or portions of Bonds which are to be redeemed, at their last addresses, if any, appearing




upon the registration book. Failure to give such notice with respect to any Bonds, or any defect therein,
shall not affect the validity of the proceedings for redemption of any other Bonds.

Purchase of Bonds

In lieu of redemption of Bonds as provided in the Indenture, amounts held by the Trustee for such
redemption will, at the written request of the Borrower set forth in a certificate of a Borrower
Representative, with a copy to the Authority, received by the Trustee prior to the selection of Bonds for
redemption, be applied by the Trustee to the purchase of Bonds at public or private sale as and when and
at such prices (including brokerage, accrued interest and other charges) as the Borrower may in its
discretion direct, but not to exceed the redemption price which would be payable if such Bonds were
redeemed.  The aggregate principal amount of Bonds of the same maturity purchased in lieu of
redemption may not exceed the aggregate principal amount of Bonds of such maturity which would
otherwise be subject to such redemption.

Book-Entry System

The Bonds will be initially delivered in the form of one fully registered Bond for each of the
maturities of the Bonds, each Bond registered in the name of Cede & Co., as nominee of DTC, as
registered owner of all the Bonds. The Bonds will be retained and immobilized in the custody of DTC.
So long as the Bonds are held in book-entry only form, all references herein to the holders or owners of
the Bonds shall mean DTC, and shall not mean beneficial owners of the Bonds.

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New
York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a
member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York
Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A
of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 3.5 million
issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market
instruments from over 100 countries that DTC’s participants (“Direct Participants™) deposit with DTC.
DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities
transactions in deposited securities, through electronic computerized book-entry transfers and pledges
between Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks,
trust companies, clearing corporations and certain other organizations. DTC is a wholly-owned
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding company of
DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which are
registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the
DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship
with a Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has Standard &
Poor’s rating of AA+. The rules applicable to DTC and its Participants are on file with the Securities and
Exchange Commission.

Purchases of the Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Bonds on DTC’s records. The ownership interest of each actual
purchaser of each Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect
Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their
purchase. Beneficial Owners are, however, expected to receive written confirmations providing details of
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the



Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants acting on
behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership
interests in the Bonds, except in the event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be
requested by an authorized representative of DTC. The deposit of Bonds with DTC and their registration
in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership.
DTC has no knowledge of the actual Beneficial Owners of Bonds; DTC’s records reflect only the identity
of the Direct Participants to whose accounts such Bonds are credited, which may or may not be the
Beneficial Owners. The Direct and Indirect Participants will remain responsible for keeping account of
their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Beneficial Owners of the Bonds may wish to take
certain steps to augment the transmission to them of notices of significant events with respect to the
Bonds, such as redemptions, tenders, defaults, and proposed amendments to the Bond documents. For
example, Beneficial Owners of the Bonds may wish to ascertain that the nominee holding the Bonds for
their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial
Owners may wish to provide their names and addresses to the registrar and request that copies of notices
be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the Bonds within an issue are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in
such issue to be redeemed.

THE AUTHORITY, THE TRUSTEE AND THE UNDERWRITER HAVE NO
RESPONSIBILITY OR LIABILITY FOR ANY ASPECTS OF THE RECORDS RELATING TO OR
PAYMENTS MADE ON ACCOUNT OF BENEFICIAL OWNERSHIP, OR FOR MAINTAINING,
SUPERVISING OR REVIEWING ANY RECORDS RELATING TO BENEFICIAL OWNERSHIP, OF
INTERESTS IN THE BONDS.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
Bonds unless authorized by a Direct Participant on accordance with DTC’s Procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to the Authority as soon as possible after the record date. The
Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose
accounts the Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy).

Redemption proceeds and distributions on the Bonds will be made to Cede & Co., or such other
nominee as may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct
Participants’ accounts upon DTC’s receipt of funds and corresponding detail information from the
Authority or Paying Agent, on payable date in accordance with their respective holdings shown on DTC’s
records. Payments by Participants to Beneficial Owners are governed by standing instructions and
customary practices, as is the case with securities held for the accounts of customers in bearer form or
registered in “street name,” and will be the responsibility of such Participant and not of DTC, Paying
Agent, or Authority, subject to any statutory or regulatory requirements as may be in effect from time to
time. Payment of redemption proceeds and distributions to Cede & Co. (or such other nominee as may be
requested by an authorized representative of DTC) is the responsibility of the Authority or the Paying
Agent, and disbursement of such payments to Direct Participants shall be the responsibility of DTC, and
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disbursement of such payments to the Beneficial Owners shall be the responsibility of Direct and Indirect
Participants.

THE AUTHORITY, THE TRUSTEE AND THE UNDERWRITER CANNOT AND DO NOT
GIVE ANY ASSURANCES THAT DTC WILL DISTRIBUTE PAYMENTS TO DTC
PARTICIPANTS, OR THAT PARTICIPANTS OR OTHERS WILL DISTRIBUTE PAYMENTS WITH
RESPECT TO THE BONDS RECEIVED BY DTC OR ITS NOMINEES AS THE REGISTERED
OWNER, ANY REDEMPTION NOTICES OR OTHER NOTICES TO THE BENEFICIAL OWNERS,
OR THAT THEY WILL DO SO ON A TIMELY BASIS, OR THAT DTC WILL SERVICE AND ACT
IN THE MANNER DESCRIBED IN THIS OFFICIAL STATEMENT.

DTC may discontinue providing its services as depository with respect to the Bonds at any time
by giving reasonable notice to the Authority or the Paying Agent. Under such circumstances, in the event
that a successor depository is not obtained, Bond certificates are required to be printed and delivered.

In the event the Authority and the Trustee determine not to continue the DTC book-entry only
system or DTC determines to discontinue its services with respect to the Bonds and the Authority does
not select another qualified securities depository, the Authority and the Trustee will deliver one or more
Bonds in such principal amount or amounts, in denominations permitted under the Indenture, and
registered in whatever name or names, as DTC shall designate. In such event, transfers and exchanges of
Bonds will be governed by the provisions of the Indenture.

The information in this section concerning DTC and DTC’s book-entry system has been obtained
from sources that the Authority and the Underwriter believe to be reliable, but they take no responsibility
for the accuracy thereof.

SECURITY FOR THE BONDS

The Bonds are special limited obligations of the Authority, payable solely from Pledged
Revenues (as hereinafter defined) and secured as to the payment of the interest on and the principal of and
the redemption premiums, if any, on the Bonds in accordance with their terms and the terms of the
Indenture, from Pledged Revenues and other funds and the Deed of Trust, as provided therefor in the
Indenture. The Bonds are not a debt of the Authority, members of the Authority, the State of California
or any of its political subdivisions, for purposes of any constitutional or statutory debt limitation or
restriction, nor in any event shall the Bonds be payable out of funds or properties other than as described
in the preceding sentence.

Net Operating Revenues

The Bonds are secured by a pledge of Pledged Revenues (as defined below) and are payable
principally from Operating Revenues of the Project. “Operating Revenues” include all rents, income,
receipts and other revenues derived by the Borrower arising from the operation of the Project, including
rental income from mobile home spaces and rental assistance provided to project tenants, determined in
accordance with Generally Accepted Accounting Principles, interest earnings in funds held by the Trustee
and all other money howsoever derived by the Borrower from the operation of the Project or arising from
the Project, but not including resident security deposits. In the manner described herein, the Borrower
will deposit to the Trustee “Net Operating Revenues” which include Operating Revenues less Operation
and Maintenance Costs, consisting of the reasonable and necessary costs and expenses of operating the
common areas of the Project and of managing and repairing and other expenses necessary to maintain and
preserve the common areas of the Project in good repair and working order, determined in accordance
with Generally Accepted Accounting Principles. See “APPENDIX A—Definitions.”

11



Under the Regulatory Agreement, the Borrower is to rent at least 20% of the Spaces in the Project
to Very Low Income Residents. The monthly rental rate which the Borrower may charge some of the
Very Low Income Residents is also restricted by the Regulatory Agreement, as discussed herein. The
Borrower will also agree in the Regulatory Agreement to rent an additional 40% of the Spaces in the
Project (not including any Spaces required to be occupied by Very Low Income Residents) to Low
Income Residents during the Qualified Project Period. See “THE REGULATORY AGREEMENT” and
“RISK FACTORS—Value of Project, Economic Feasibility” herein. These provisions may limit the Net
Operating Revenues available to pay debt service on the Bonds. See “RISK FACTORS” herein.

Pledge

Pursuant to the Indenture, the following are pledged to the payment of the principal of,
Redemption Price, if any, and interest on the Bonds: (i) the Pledged Revenues, and (ii) the rights, title and
interest of the Authority in the Loan, the Loan Agreement (other than certain specified rights reserved by
the Authority) and the Deed of Trust, all Funds and Accounts created under the Indenture for the benefit
of the Bonds, and any other property pledged to the payment of the Bonds in the granting clauses of the
Indenture. Pursuant to the “granting clauses” referred to in the Indenture, the Authority pledges and
assigns to the Trustee, for the benefit of the Bonds, the “Trust Estate,” which consists of all proceeds,
Funds, Accounts, Revenues, Prepayments, the Loan, the Loan Agreement (other than certain rights to fees
and indemnity reserved by the Authority), the Deed of Trust, rights, interests, collections, and other
property pledged to the payment of the Bonds pursuant to the Indenture.

“Pledged Revenues” by definition consist of the Revenues, but excluding therefrom amounts on
deposit in the Unrestricted Account of the Repair and Replacement Fund, the Administration Fund, and
the Rebate Fund. “Revenues,” in turn, by definition consist of: (i) Operating Revenues; (ii) Prepayments;
(iii) the proceeds of any insurance, including the proceeds of any self-insurance covering loss relating to
the Project provided, however, that the Net Proceeds of any public liability insurance, casualty insurance
or title insurance required to be maintained pursuant to the Loan Agreement will be applied as specified
in the Loan Agreement and the Indenture; (iv) all amounts on hand from time to time in the funds and
accounts established by the Trustee under the Indenture; (v) all proceeds of rental interruption insurance
policies, if any, carried with respect to the Project pursuant to the Loan Agreement; (vi) any proceeds
derived from the exercise of remedies under the Deed of Trust; and (vii) any additional property that may
from time to time, by delivery or by writing of any kind, be subjected to the lien of the Indenture by the
Authority or by anyone on its behalf, subject only to the provisions of the Indenture.

In the event that the Borrower acquires or has acquired additional assets not subject to the liens
and pledges described in the Indenture (“Other Assets”), such Other Assets will not be pledged to the
payment of the Bonds. To the extent that Bondowners are deemed to have any interest in the Borrower’s
Other Assets, the Bondowners agree that their interest in those Other Assets is subordinate to the claims
or rights of other lenders or creditors, as applicable.

The Loan Agreement and the Note

Pursuant to the Loan Agreement, the Authority will make the Loan for the benefit of the
Borrower in an amount equal to the aggregate principal amount of the Bonds. The Borrower’s obligation
to repay the Loan will be evidenced by the Note. The Borrower is obligated under the Loan Agreement,
notwithstanding the schedule of payments under the Loan Agreement and the Note, to make such
payments at such times as shall be sufficient, when added to the amounts otherwise available under the
Indenture, to pay the principal and premium, if any, of and interest on the Bonds when due, whether at
maturity, by optional or mandatory redemption or by acceleration.
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Under the Loan Agreement the Borrower agrees to pay, in repayment of the Loan, all Net
Operating Revenues for the immediately preceding calendar month to the Trustee until the principal of,
premium (if any) and interest on the Bonds shall have been paid or provision for payment shall have been
made in accordance with the Indenture. As security for the repayment of the Loan, the Borrower grants
the Authority a security interest in the Project pursuant to the terms of the Deed of Trust relating to the
Project. See “THE LOAN AGREEMENT” herein.

The Project has been appraised by John P. Neet, MAI as of October 6, 2015 at a market value of
$10,000,000. Further, the appraisal estimates the “value in use” of the Project to a 501(c)(3) non-profit
corporation to be $9,800,000. See “THE PROJECT” and “APPENDIX D—Appraisal” herein.

Borrower Obligations Non-Recourse

None of the Borrower’s members, officers, employees or agents has or is intended to have any
liabilities under or in respect of the Loan Agreement, the Indenture, the Note, the Deed of Trust, the
Regulatory Agreement, or any of the other documents or transactions contemplated by any of them. See
“RISK FACTORS.”

Reserve Fund

For a discussion of the Debt Service Reserve Fund, see “THE INDENTURE—Debt Service
Reserve Fund.” The moneys held in the Debt Service Reserve Fund may be invested in a guaranteed
investment contract or other investment which satisfies the requirements of clause (j) of the definition
“Qualified Investments” in the Indenture. See “APPENDIX A—Definitions.”

Coverage Fund

For a discussions of the Coverage Fund, see “THE INDENTURE—Coverage Fund.” The
moneys held in the Coverage Fund may be invested in a guaranteed investment contract or other
investment which satisfies the requirements of clause (j) of the definition “Qualified Investments” in the
Indenture. See “APPENDIX A—Definitions.”

THE INDENTURE

The following is a summary of certain provisions of the Indenture relevant to the Bonds. The
summary does not purport to be complete and is qualified in its entirety by reference to the Indenture
which is available from the Trustee upon request, and to Appendix A for the definition of certain terms
used herein. Any capitalized terms not otherwise defined herein or in Appendix A are as defined in the
Indenture.

Application of Bond Proceeds”

On the Closing Date, the Authority will cause the proceeds of the sale of the Series A Bonds (less
underwriter’s discount) to be deposited with the Trustee in the Project Fund. The proceeds of the Series
A Bonds on deposit in the Project Fund will be disbursed in accordance with the Indenture and the Loan
Agreement as follows:

(a) the Trustee will deposit the amount of $ in the Restricted Account of
the Repair and Replacement Fund; and

’ Preliminary, subject to change.
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(b) the Trustee will deposit the amount of § in the Debt Service Reserve

Fund; and
(©) the balance of § will be held in the Project Fund until disbursed in
accordance with the Indenture and the Loan Agreement ($ of such amount being

deposited directly with the title company to pay the purchase price of the Project and certain fees
of the title company).

On the Closing Date, the Authority will cause the proceeds of the sale of the Series B Bonds (less
underwriter’s discount) to be deposited with the Trustee in the Project Fund. The proceeds of the Series
B Bonds on deposit in the Project Fund will be disbursed in accordance with the Indenture and the Loan
Agreement as follows:

(a) the Trustee will deposit the amount of § in the Debt Service Reserve
Fund; and
(b) the Trustee will deposit the amount of $ in the Cost of Issuance

Fund.
On the Closing Date, a portion of the purchase price of the Project shall be deposited as follows:
(a) the Trustee will deposit the amount of § in the Holdback Fund.
On the Closing Date, funds contributed by the Borrower shall be deposited as follows:
(a) the Trustee will deposit the amount of § in the Coverage Fund.
Project Fund

The Authority will establish and maintain a special fund designated as the Independent Cities
Finance Authority Mooney Grove Mobile Manor Project Fund (the “Project Fund”), which shall be held
by the Trustee. Amounts in the Project Fund will be expended and applied to fund the Loan which will
allow the Borrower to finance the Project. See “Application of Bond Proceeds,” above. On the Closing
Date, the Trustee will pay out moneys in the Project Fund for the purpose of making the Loan, upon
receipt by the Trustee of a written direction of the Authority signed by an Authorized Officer.

Cost of Issuance Fund

The Trustee will establish, maintain and hold in trust a separate fund designated as the “Cost of
Issuance Fund.” Moneys in the Cost of Issuance Fund shall be applied to the payment of Cost of Issuance,
upon receipt of an Officer’s Certificate stating the person to whom and the purpose for which each
payment is to be made, and the amount of such payment. Upon receipt of an Officer’s Certificate stating
that the Cost of Issuance have been fully paid and in any event within six months of the Closing Date, the
Trustee shall transfer any remaining balance to the Project Fund or to the Revenue Fund, as directed by
such Officer’s Certificate, and such Fund shall be closed.

Deposits
Pursuant to the Loan Agreement, the Authority is to cause the Borrower to collect and deposit or

cause to be collected and deposited with the Trustee, not later than the thirteenth (13th) day of each
month, commencing 13, 2016, all Net Operating Revenues from the prior month and not
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otherwise remitted in the prior month, and to forward promptly to the Trustee statements of each amount
deposited. The Trustee will notify the Authority and the Oversight Agent in the event that Net Operating
Revenues have not been deposited by the thirteenth (13th) day of each month. The Trustee will be
accountable only for moneys actually so deposited or held. All Net Operating Revenues received by the
Trustee will be deposited for credit to the Revenue Fund to be held by the Trustee. All Prepayments and
Net Proceeds with respect to the Loan will be separately identified by the Borrower to the Trustee and
will be deposited in the Redemption Fund for the benefit of the Owners of the Bonds.

Revenue Fund

The Revenue Fund shall be held by the Trustee for the benefit of the Bonds. All interest and
other income from time to time received from the deposit of moneys in the Revenue Fund shall be
retained in such fund and applied pursuant to the Indenture. On or before the third Business Day
preceding the fifteenth (15™) day of each month, the Trustee shall provide a written notice or electronic
notice to the Authority and the Oversight Agent of the amount deposited in the Revenue Fund. Except as
otherwise set forth below, on the Business Day preceding the fifteenth (15™) day of each month,
commencing , 2016, the Trustee shall withdraw from the Revenue Fund and transfer to the
following funds the amounts indicated in the following tabulation, in the following order of priority, or so
much thereof as remains after first making all prior transfers:

(a) into the Debt Service Fund, (i) commencing on the Business Day preceding

15, 2016, an amount equal to one- of the interest due on the Bonds on

15, 2016, and thereafter, an amount equal to one-sixth of the interest due on the

Bonds on the next Interest Payment Date, (ii) commencing on the Business Day preceding

15,2016, an amount equal to one- of the principal due, if any, on the Bonds on

15,20 , and thereafter, an amount equal to one-twelfth of the principal coming due,

if any, on the Bonds on the next Principal Payment Date, (iii) commencing on the Business Day

preceding 15, 2016, an amount equal to one- of the mandatory sinking fund

payment due on the Bonds on 15, 20, and thereafter, an amount equal to one-

twelfth of the mandatory sinking fund payment due on the Bonds on the next Principal Payment

Date and (iv) an amount due on the next redemption date on the Bonds to be redeemed (other

than pursuant to mandatory sinking fund redemption), provided that such payments may be net of
accrued interest on investments of funds held under this Indenture;

(b) into the Debt Service Reserve Fund, the amount, if any, needed to increase the
balance therein to the Debt Service Reserve Fund Requirement;

(©) into the Rebate Fund, the amount, if any, required to be deposited therein
pursuant to the Indenture;

(d) Reserved;
(e) Reserved;

() commencing 15, 2016, into the General Account of the Administration
Fund, (i) the amount, if any, necessary to pay or provide for one-twelfth of the Trustee Fee,
including expenses in connection with the purchase or redemption of any Bonds, all as provided
and contemplated in the annual budget filed by the Borrower pursuant to the Loan Agreement and
specified by the Borrower in writing to the Trustee, (ii) the amount, if any, necessary to pay or
provide for one-twelfth of the Oversight Agent Fee, and (iii) the amount, if any, necessary to pay
or provide for one-twelfth of the other Fees and Charges, if any, all as provided and contemplated
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in the annual budget filed by the Borrower pursuant to the Loan Agreement and specified by the
Borrower in writing to the Trustee (any fees and expenses of the Fiduciaries above and beyond
the amount contemplated in the annual budget filed by the Borrower pursuant to the Loan
Agreement shall be paid from the Surplus Fund);

(2) commencing 15, 2016, into the General Account of the Administration
Fund, the amount, if any, necessary to pay or provide for one-twelfth of the Authority Annual
Fee;

(h) into the Borrower Administration Fee Account of the Administration Fund an

amount equal to the Borrower Administration Fee as such amount is set forth in writing from the
Borrower to the Trustee, which Borrower Administration Fee is authorized under the Indenture,
plus any amounts for previous periods not paid to the Borrower. Any such amounts so deposited
to be paid to the Borrower on the last day of each month;

(1) annually, into the Unrestricted Account of the Repair and Replacement Fund, the
amount, if any, necessary to bring the aggregate amount on deposit in the Repair and
Replacement Fund (including the Restricted Account therein) to $ ;and

)] only on the 15th day of the last calendar month of each Bond Year, after making
all of the foregoing transfers, into the Surplus Fund, the amount, if any, remaining in the Revenue
Fund.

Notwithstanding the foregoing, so long as the Borrower has monthly Net Operating Revenues
that are at least equal to said month’s portion of items (a) through (f) above, then the Borrower may retain
from Net Operating Revenues for such month the Borrower Administration Fee for such month and shall
notify the Trustee in writing of the amount so retained.

Debt Service Fund

The Debt Service Fund will be held by the Trustee. The Trustee will withdraw from the Debt
Service Fund, on or prior to each Interest Payment Date, an amount equal to the unpaid interest due on the
Bonds on that date and shall cause it to be applied to the payment of such interest when due. If the
withdrawals required in the previous sentence on the same and every prior Interest Payment Date have
been made, the Trustee will withdraw from the Debt Service Fund, on or prior to each Principal Payment
Date, an amount equal to the Principal Amount of the Outstanding Bonds, if any, maturing on that date
and will cause it to be applied to the payment of the principal of the Bonds when due. Each withdrawal
from the Debt Service Fund as described above will be made on or immediately prior to the Interest
Payment Date or Principal Payment Date to which it relates, and the amount so withdrawn shall be
deemed to be part of the Debt Service Fund until such Interest Payment Date or Principal Payment Date.
In the event that amounts on deposit in the Series A Debt Service Fund are insufficient to make transfers
under the foregoing sentences when required, the Trustee will transfer to the Bond Debt Service Fund, the
amount of such insufficiency first from the Coverage Fund and then from the Debt Service Reserve Fund.

The Trustee shall apply money in the Debt Service Fund to the purchase or the redemption of the
Term Bonds in the manner provided in the Indenture, provided that no such Bonds shall be so purchased
in lieu of redemption during the period of 45 days next preceding each Sinking Fund Installment due date
established for such Term Bonds. The price paid by the Trustee (including any brokerage and other
charges) for any Term Bond purchased pursuant to this paragraph will not exceed the Redemption Price
applicable on the next date on which such Term Bond could be redeemed in accordance with its terms as
part of a Sinking Fund Installment. Subject to the limitations set forth and referred to in the Indenture, the
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Trustee shall purchase Term Bonds at such times, for such prices, in such manner (whether after
advertisement for tenders or otherwise) as the Trustee will be directed by a certificate of a Borrower
Representative, with a copy to the Authority, and as may be possible with the amount of money available
in the Debt Service Fund therefor.

As soon as practicable after the 45th day but not later than the 30th day prior to the due date of
any Sinking Fund Installment, the Trustee will proceed pursuant to the Indenture to call for redemption on
that date a Principal Amount of Term Bonds subject to such Sinking Fund Installment in such amount as
shall be necessary to complete the retirement of the Principal Amount of the Term Bonds of such maturity
specified for such Sinking Fund Installment. The Trustee will withdraw from the Debt Service Fund, on
or prior to the due date of the next Sinking Fund Installment, an amount equal to the Principal Amount of
the Term Bonds called for redemption on such date pursuant to this paragraph, and will cause it to be
applied to the payment of the Redemption Price thereof to such date.

If, by application of moneys in the Debt Service Fund, the Trustee will purchase in any Bond
Year Term Bonds subject to redemption from moneys in the Debt Service Fund in excess of the aggregate
Sinking Fund Installment in respect of such Term Bonds for such Bond Year, the Trustee shall file with
the Authority and the Borrower not later than the 20th day preceding the close of such Bond Year, a
statement identifying such Term Bonds purchased and called for redemption during such Bond Year. The
Borrower will thereafter cause a certificate of a Borrower Representative, with a copy to the Authority, to
be filed with the Trustee not later than the 10th day preceding the close of such Bond Year setting forth
with respect to the amount of such excess the years in which Sinking Fund Installments are to be reduced
and the respective amounts by which such Sinking Fund Installments are to be reduced; provided that
such reduction shall be as nearly as practicable pro rata among remaining Sinking Fund Installments so as
to be in increments of $5,000.

All interest and other income from time to time received from the deposit and investment of
moneys in the Debt Service Fund will be transferred upon receipt to the Revenue Fund.

Redemption Fund

The Redemption Fund shall be held by the Trustee. The Trustee shall deposit into the
Redemption Fund any Prepayments or Net Proceeds pursuant to the Indenture. Any moneys on deposit in
the Redemption Fund shall be used and applied as soon as practicable following the receipt thereof, but
not later than twelve months after such receipt, for either or both of the following purposes: (a) to the
redemption of Bonds as may be designated in an Officer’s Certificate; or (b) the purchase of Bonds at a
price specified by the Borrower, but only upon receipt of a certificate of a Borrower Representative, with
a copy to the Authority, stating the Principal Amounts and maturities of the Bonds to be purchased;
provided that no such purchase shall be made at a price in excess of the Redemption Price applicable on
the next ensuing redemption date, and that no such purchase shall be made during the period of 45 days
next preceding a redemption date from moneys to be applied pursuant to clause (a) above to the
redemption of Bonds on such date. All interest and other income from time to time received from the
deposit and investment of moneys in the Redemption Fund shall be transferred upon receipt to the
Revenue Fund.

Debt Service Reserve Fund

The Debt Service Reserve Fund shall be held by the Trustee. If available moneys in the Debt
Service Fund shall be insufficient to pay in full the interest on and principal of any Bonds becoming due
on any Interest Payment Date, Principal Payment Date or any date on which Bonds have been called for
redemption, the Trustee shall transfer an amount equal to the deficiency from the Debt Service Reserve
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Fund (following any withdrawal and transfer first from the Coverage Fund) to the Debt Service Fund for
such purpose unless the Authority shall, by an Officer’s Certificate delivered to the Trustee prior to the
Interest Payment Date, designate one or more Funds or Accounts from which an amount equal to the
deficiency in the Debt Service Fund is required to be transferred to the Debt Service Fund.

All interest and other income from time to time received from the deposit and investment of
moneys in the Debt Service Reserve Fund shall be transferred upon receipt to the Revenue Fund.

If, on or before an Interest Payment Date the amount in the Debt Service Reserve Fund exceeds
the Debt Service Reserve Fund Requirement, the Trustee shall withdraw the amount therein in excess of
the Debt Service Reserve Fund Requirement and transfer such amount to the Revenue Fund.

Whenever the Authority shall receive a Prepayment or Net Proceeds and shall transfer the
proceeds thereof to the Redemption Fund, which in any such case would result in the reduction of the
Debt Service Reserve Fund Requirement upon application of the moneys so transferred to the purchase or
redemption of Bonds, the Trustee shall, immediately prior to and in connection with each such purchase
or redemption, withdraw from the Debt Service Reserve Fund and deposit in the Redemption Fund an
amount of moneys equal to the reduction of the Debt Service Reserve Fund Requirement which would
result upon the purchase or redemption of such Bonds (including the purchase or redemption of such
Bonds utilizing the moneys being transferred from the Debt Service Reserve Fund and deposited in the
Redemption Fund pursuant to the provisions of this paragraph), but only to the extent that any such
withdrawal would not reduce the amount of the Debt Service Reserve Fund below the Debt Service
Reserve Fund Requirement. The amount of moneys to be withdrawn from the Debt Service Reserve
Fund in each instance pursuant to the provisions of this paragraph shall be as determined by a certificate
of a Borrower Representative, with a copy to the Authority.

Rebate Fund

The Rebate Fund will be administered in accordance with the provisions of the Indenture. The
Rebate Fund will not be subject to the lien or encumbrance of the Indenture and will be held in trust by
the Trustee for the benefit of the United States of America. The amounts deposited in the Rebate Fund
will be subject to the claim of no other person, including that of the Trustee and Bondowners. Moneys
transferred to the Rebate Fund pursuant to the Indenture will be used for no other purpose than to make
payments to the United States Treasury, at the time and manner and in the amount and as more fully
provided in the Indenture.

The Trustee will be deemed conclusively to have complied with the provisions of the Indenture
and the Tax Certificate related to Rebatable Arbitrage if it follows the directions of the Borrower, and the
Trustee will have no independent responsibility to, or liability resulting from its failure to, enforce
compliance by the Borrower or the Authority with the provisions of the Indenture and the Tax Certificate
with respect to Rebatable Arbitrage.

Administration Fund

The Trustee shall establish the Administration Fund and establish therein the General Account
and the Borrower Administration Fee Account. Moneys deposited in the Accounts of the Administration
Fund shall be held therein in segregated Accounts until disbursed.

Moneys deposited in the General Account of the Administration Fund shall be applied by the

Trustee to the Authority Annual Fee (payable on a monthly basis to the Authority; provided that amounts,
if any, due to the Authority for certain audit costs as set forth in the Regulatory Agreement shall be
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payable upon receipt of an invoice from the Authority) and the Oversight Agent Fee, and from time to
time as directed by a certificate of a Borrower Representative, with a copy to the Authority, to the
payment of ordinary fees and expenses of Fiduciaries, including expenses of purchase or redemption of
Bonds. Any fees and expenses of the Fiduciaries and amounts payable to the Authority above and
beyond the amount contemplated in the final annual budget prepared by the Borrower shall be paid from
the Surplus Fund, or if the Surplus Fund is insufficient, shall be paid by the Borrower.

Moneys deposited in the Borrower Administration Fee Account of the Administration Fund shall
be applied by the Trustee, on a monthly basis, to the payment of the Borrower Administration Fee.

All interest and other income from time to time received from the deposit and investment of
moneys in the Accounts of the Administration Fund shall be transferred upon receipt to the Revenue
Fund.

Repair and Replacement Fund

The Trustee shall establish and hold the Repair and Replacement Fund for the financial benefit of
the Project and shall deposit therein the amounts provided in the Indenture. Moneys deposited in the
Repair and Replacement Fund shall be held therein segregated from other funds held by the Trustee until
disbursed.

Disbursements from the Restricted Account of the Repair and Replacement Fund shall be made
upon the written request of the Borrower and approved in writing by the Oversight Agent solely for the
purpose of funding the design, approval, development, repair and construction of capital improvements to
the Project, including certain of the items set forth in Exhibit C to the Loan Agreement and in the annual
budget filed by the Borrower pursuant to the Loan Agreement, or to redeem Bonds.

Disbursements from the Unrestricted Account of the Repair and Replacement Fund shall be made
upon the written request of the Borrower for the purpose of effecting the remaining items set forth in
Exhibit C to the Loan Agreement or for any other purpose for the benefit of the Project in accordance
with the annual budget filed by the Borrower pursuant to the Loan Agreement or for such other similar
purposes, including the design, approval, development, repair and construction of capital improvements,
maintenance costs, replacement of machinery and appliances and including, if necessary, making
payments for debt service on the Bonds (subject to satisfaction of the requirements of the Indenture in
connection with such use). Interest earnings on moneys in the Repair and Replacement Fund will be
deposited to the Revenue Fund.

Surplus Fund

The Surplus Fund shall be held by the Trustee. The Trustee shall deposit into the Surplus Fund
the amounts specified in the Indenture. Annually, following computation and deposit of the Rebatable
Arbitrage for the preceding Bond Year (if required for such Bond Year under the Indenture) in the Rebate
Fund and provided there is no deficiency in the Debt Service Fund, the Debt Service Reserve Fund, the
Rebate Fund, the Administration Fund, or the Repair and Replacement Fund, any moneys in the Surplus
Fund shall be released from the lien of the Indenture, not less frequently than annually, upon delivery to
the Trustee of the semi-annual Coverage Requirement Certificate and provided no Event of Default has
been declared under the Indenture or pursuant to the Loan Agreement, and the amounts on deposit in the
Surplus Fund as of the conclusion of the immediately preceding Bond Year shall be released to the
Borrower for use for any lawful purpose.

19



If, at any time, there is a deficiency in the Debt Service Fund, the Debt Service Reserve Fund, the
Rebate Fund, the Administration Fund or the Repair and Replacement Fund, the Trustee shall withdraw
from the Surplus Fund and deposit in such Fund, in the order set forth for disposition of Revenues
generally under the Indenture, the amount necessary to remedy such deficiency and shall give written
notice to the Authority of such withdrawal.

All interest and other income from time to time received from the deposit and investment of
moneys in the Surplus Fund shall be transferred upon receipt to the Revenue Fund.

Coverage Fund

The Trustee shall establish the Coverage Fund into which there shall be deposited on the Closing
Date the amount of $ received from or on behalf of the Borrower. Moneys in the Coverage
Fund shall be transferred, if required, to the Debt Service Fund as provided in the Indenture.

All moneys on deposit in the Coverage Fund are subject to release and payment to or at the
direction of the Borrower upon satisfaction of the requirements that Coverage Requirement Certificates
have been delivered for two consecutive years and a budget for the succeeding year is presented and
finally adopted that shows the Coverage Ratio required by the Loan Agreement has been satisfied for
each of such two years and will be satisfied for the budgeted year.

Holdback Fund

The Trustee shall establish the Holdback Fund into which there shall be deposited on the Closing
Date the amount of § received from or on behalf of the Borrower. On or prior to the 13th day

of each month, the Borrower shall provide the Trustee with direction to transfer amounts from the
Holdback Fund to the Debt Service Fund.

All moneys on deposit in the Holdback Fund are subject to release at the direction of the
Borrower.

Investment and Deposit of Funds

The Trustee will keep all money held by it, as continuously as reasonably possible, invested and
reinvested in Qualified Investments maturing at the times and in the amounts required by the Indenture,
all as instructed in writing by a Borrower Representative and subject to the specific requirements of the
Indenture. In the event that written investment instructions of a Borrower Representative are not received
by the Trustee in a timely manner, the Trustee shall invest the amounts deposited in the Funds and
Accounts in those investments defined in clause (g) of the definition of “Qualified Investments.” See
“APPENDIX A—DEFINITIONS.” Except for Investment Agreements, Repurchase Agreements and
Forward Delivery/Forward Purchaser Agreements described in clauses (j), (k) and (1) of the definition of
“Qualified Investments” in the Indenture all investments made by the Trustee shall provide for payment
of principal and interest which will be payable no later than the earlier to occur of six (6) months from the
date of investment or the date on which it is estimated that such moneys will be required by the Trustee.

Moneys in any Fund or Account created and established by, or maintained, pursuant to, the
Indenture and held by a Fiduciary may be invested in common with moneys held in any other such Fund
or Account; provided, however, that the common investments with such other moneys constitute
Qualified Investments and provided, further, that such investments are held by the same Fiduciary acting
in the same capacity.
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Obligations purchased as an investment of moneys in any Fund or Account held by a Fiduciary
under the Indenture will be deemed at all times to be a part of such Fund or Account and the income or
interest earned by, or incremented to, any such Fund or Account due to the investment and reinvestment
thereof shall be retained in such Fund or Account as part thereof, except as otherwise provided in the
Indenture and subject to the required transfer thereof from such Fund or Account pursuant to the
Indenture. A Fiduciary will sell in any commercially reasonable name, or present for redemption, any
obligation purchased by it as an investment whenever it will be necessary in order to provide moneys to
meet any payment or transfer from the Fund or Account for which such investment was made; provided,
however, that in lieu of liquidating any such investment obligations and transferring the proceeds thereof,
the Trustee may transfer investment obligations which will mature and the proceeds of which will be
available on or before the date such proceeds are required for the purposes of the Indenture. The
Authority and the Borrower acknowledge that to the extent that regulations of the Comptroller of the
Currency or other applicable regulatory agency grant the Authority or the Borrower the right to receive
brokerage confirmations of security transactions, the Authority and the Borrower waive receipt of such
confirmations. The Trustee will furnish to the Authority and the Borrower periodic statements which
include detail of all investment transactions made by the Trustee. Each Fiduciary will advise the
Authority and the Borrower in writing, on or before the fifteenth (15th) day of each calendar month, of
the details of all investments held for the credit of each Account in its custody under the provisions of the
Indenture as of the end of the preceding month. The Trustee or an affiliate may act as principal or agent
in the acquisition or disposition of investments and purchase and sell investments through its investment
department or that of its affiliates, each of which shall be entitled to its customary fee therefor.

In computing the amount in any Fund or Account held by a Fiduciary or the Trustee under the
provisions of the Indenture, the Trustee will value obligations purchased as an investment of moneys
therein as of the end of each month, calculated as follows: (a) as to investments the bid and asked prices
of which are published on a regular basis in The Wall Street Journal (or, if not there, then in the New
York Times), the average of the bid and asked prices for such investments so published on or most
recently prior to such time of determination; (b) as to investments the bid and asked prices of which are
not published on a regular basis in The Wall Street Journal or The New York Times, the average bid price
at such price at such time of determination for such investments by any two nationally recognized
governmental securities dealers (selected by the Trustee in its absolute discretion) at the time making a
market in such investments or the bid price published by a nationally recognized pricing service; (c) as to
certificates of deposit and bankers acceptances, the face amount thereof, plus accrued interest; and (d) as
to any investment not specified above, the value thereof established by prior agreement among the
Borrower and the Trustee. As an alternative to any of the foregoing, the value of any investment may be
determined as of the end of each month by the manner currently employed by the Trustee or any other
manner consistent with industry standard, including, without limitation, use of any computer pricing serve
selected by the Trustee. Notwithstanding the foregoing, the Trustee shall determine the value of the Debt
Service Reserve Fund and the Coverage Fund investments no less frequently than semiannually (and
monthly from the date of any deficiency until such deficiency is cured).

No Fiduciary shall be liable or responsible for making or failing to make any investment
authorized by the provisions of the Indenture, in the manner provided in the Indenture, or for any loss
resulting from any such investment so made or failure to so make, except for its own negligence. The
Trustee may deem investments directed as provided in the Indenture as Qualified Investments without
independent investigation thereof.

Covenants of the Authority

Payment of Bonds. The Authority will duly and punctually pay or cause to be paid, but solely
from the Trust Estate, the principal or Redemption Price, if any, of every Bond and the interest thereon, at
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the dates and places and in the manner provided in the Bonds according to the true intent and meaning
thereof.

Offices for Payment and Registration of Bonds. The Authority may designate an additional
Paying Agent located within or out of the State where Bonds may be presented for payment.

Further Assurances. At any and all times the Authority will, so far as it may be authorized or
permitted by law, pass, make, do, execute, acknowledge and deliver, all and every such further resolution,
acts, deeds, conveyances, assignments, transfers and assurances as may be necessary or desirable for the
better assuring, conveying, granting, assigning, confirming and effecting all and singular the proceeds,
moneys, rights, interests and collections in the Indenture pledged or assigned or intended so to be, or
which the Authority may hereafter become bound to pledge or assign.

Power to Issue Bonds and Make Pledges. The Authority is duly authorized pursuant to law to
authorize and issue the Bonds and to adopt the Indenture and to pledge the Trust Estate in the manner and
to the extent provided in the Indenture. The Trust Estate is and will remain free and clear of any pledge,
lien, charge or encumbrance thereon or with respect thereto prior to, or of equal rank with, the pledge
created by the Indenture. The Bonds and the provisions of the Indenture are and will be the valid and
legally enforceable obligations of the Authority in accordance with the terms of the Indenture. The
Authority will at all times, to the extent permitted by law, defend, preserve and protect said pledge of the
Trust Estate and all the rights of the Bond Owners under the Indenture against all claims and demands of
all persons whomsoever.

Use of Proceeds. The Authority will use and apply the proceeds of Bonds, to the extent not
otherwise required by the Indenture to make the Loan for the purposes specified in the Act and the
Indenture, and will do all such acts and things necessary to receive and collect when due, all Revenues,
and will diligently enforce, and take all steps, actions and proceedings reasonably necessary in the
judgment of the Authority for the enforcement of all terms, covenants and conditions of the Loan.

The Loan will be made by the Authority from the proceeds of the Bonds concurrently with the
issuance of the Bonds and the Deed of Trust securing the Loan will have been executed and recorded
either concurrently or prior to the issuance and delivery of the Bonds; provided that:

(a) the Deed of Trust will constitute and create a mortgage lien on the Project subject only to
Permitted Encumbrances, which further provides a valid security interest in the personal property
acquired with proceeds of the Loan and attached to or used or to be used in connection with the operation
of the Project, and in all rents, revenues, receipts, income and other moneys received by or payable to the
Borrower; and

(b) the Borrower shall have marketable title in fee simple to the Property, free and clear of all
liens and encumbrances, other than Permitted Encumbrances, which would materially affect the value or
usefulness of such Property, as set forth in the policy of title insurance delivered in connection therewith
and in a form which is satisfactory to the Authority.

Fees and Charges. The Authority shall review and approve such Fees and Charges as it shall
deem appropriate to pay each Fiduciary acting in connection with the Indenture and the Bonds. Subject to
prior review by the Authority or its Oversight Agent on the Authority’s behalf, the Borrower shall provide
the Trustee with a schedule of the Fees and Charges to be paid by the Borrower and of each revision of
such schedule, and shall require the Borrower to make payment of such Fees and Charges directly to the
Trustee. The Trustee shall promptly deposit all such Fees and Charges so collected in the Administration
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Fund. The Trustee shall promptly advise the Authority of each and every failure of the Borrower to make
payment of Fees and Charges when due.

Modification of the Terms of Deed of Trust. The Authority will not consent to the modification
of, or modify, the rate or rates of interest of, or the amount or time of payment of any installment of
principal of or interest on the Loan on the Project, or the amount or time of payment of any Fees and
Charges payable with respect to such Loan, or the security for or any terms or provisions of the Loan on
the Project or the Deed of Trust securing the same in a manner detrimental to the Trustee or the
Bondowners.

Prepayments. The Authority shall not accept, nor permit the Trustee to accept a Prepayment from
the Borrower, unless a Coverage Requirement Certificate is provided to the Trustee which, in addition to
containing the requirements of the Loan Agreement, also shows that the proceeds of such prepayment
received by the Authority shall be in an amount not less than the aggregate of (i) the amount to be
prepaid; (ii) any interest and Fees and Charges on the Loan accrued through the date of receipt of the
proceeds of the Prepayment remaining unpaid; (iii) to the extent not otherwise paid by the Borrower, the
interest that would accrue on the Bonds of such maturity or maturities as are to be designated by the
Authority pursuant to the Indenture to be purchased or redeemed with the proceeds of such Prepayment
from the date of receipt thereof by the Authority until the applicable optional redemption date of the
Bonds so to be purchased or redeemed; (iv) the redemption premium payable on the next applicable
optional redemption date on the Bonds so to be purchased or redeemed, if any; and (v) the costs and
expenses of the Authority in effecting the purchase or redemption of such Bonds, less the sum of (A) the
amount of applicable moneys available for withdrawal from the Debt Service Reserve Fund and the Debt
Service Fund with respect to the application to the purchase or redemption of such Bonds in accordance
with the terms and provisions of the Indenture, as determined by the Authority, and (B) the amount of any
other legally available funds of the Authority transferred or directed by the Authority to be transferred to
the Redemption Fund in connection with such purchase or redemption.

Disposition of Net Proceeds and Prepayments. Net Proceeds constituting proceeds of a
condemnation award, sale of land, or casualty insurance claim with respect to the Project shall be
deposited in an account to be established and held by the Trustee for the Project and the Trustee upon
receipt of Net Proceeds shall give written notice to the Authority of such event. Such amounts shall either
be applied to the redemption of Bonds or the repair, replacement, restoration or rebuilding of the Project
or part thereof as determined in accordance with the Indenture. Prior to the receipt of Net Proceeds by the
Trustee, the Trustee will first receive a written direction from the Borrower as to whether such proceeds
shall be used to redeem the Bonds or to rebuild the Project as set forth in the Loan Agreement. Upon
receipt of such written direction from the Borrower that such Net Proceeds will be used to redeem the
Bonds, the Trustee will notify the Authority and the Borrower shall cause the Net Proceeds to be paid to
the Trustee no more than 30 days from the date that such Net Proceeds will be used to redeem the Bonds.

Amounts in the account described above shall be applied to the repair, replacement, restoration or
rebuilding of the Project if the Borrower will deliver or cause to be delivered to the Trustee within ninety
(90) days or such longer period as approved by the Authority of the event giving rise to the Net Proceeds
written notice of its determination that such proceeds may be applied to the repair, replacement,
restoration or rebuilding of the Project or part thereof in an economical manner, and that such proceeds
shall be sufficient, together with any other moneys deposited into such account for such purpose together
with (1) evidence of the Authority’s written consent thereto, and (2) with a report of a management
consultant to the effect that following such repair or restoration, the tests set forth in the Loan Agreement
with respect to coverage levels in the Coverage Requirement Certificate will be met. Upon compliance
with these conditions, the Trustee shall disburse the moneys so deposited for such repair, replacement,
restoration or rebuilding, but not in an aggregate amount exceeding the cost thereof, upon receipt of a
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certificate of a Borrower Representative approved by the Oversight Agent, with a copy to the Authority,
stating (i) the amount to be paid, (ii) the name of the person to which payment is to be made, and (iii) that
such amount, together with all prior payments from such account, do not exceed the cost of such repair,
replacement, restoration or rebuilding; provided that prior to making any such payments, the Trustee shall
first have received a certificate of a Borrower Representative approved by the Oversight Agent, with
copies to the Authority, stating (i) the estimated cost of such repair, replacement, restoration or
rebuilding, (ii) that such repair, replacement, restoration or rebuilding is, in the signer’s opinion,
economically practicable with the proceeds of such condemnation award, sale of land or hazard insurance
claim, and other moneys, if any, deposited in such account, and (iii) that the plans and specifications, if
any, prepared for such repair, replacement, restoration and rebuilding have been approved by the
Authority. All disbursements made by the Trustee pursuant to such Borrower’s Certificate shall be
presumed to be made properly, and the Trustee shall not be required to see to the application of any
payments so made or inquire into the purposes for which such disbursements are made.

Any amounts remaining in a special restoration account and not required for the repair,
replacement, restoration or rebuilding of the Project, all other Net Proceeds and Prepayments, less the cost
and expenses of the Authority incurred in collecting the same and in effecting the purchase or redemption
of the Bonds to be purchased or redeemed, shall be deposited in the Redemption Fund and shall be
applied to the purchase, payment, retirement or redemption of the Bonds all in accordance with the
provisions of the Indenture, provided, however, that any portion of such Net Proceeds or Prepayment
which represents due and unpaid principal of, or interest on, or Fees and Charges with respect to, the
Loan in each case as determined by the Authority in an Officer’s Certificate delivered to the Trustee, shall
be deposited in the Revenue Fund in such amount, if any, as shall be set forth in such Certificate.

Enforcement and Foreclosure of Deed of Trust. The Authority will cooperate with the Trustee in
connection with the enforcement of all terms, covenants and conditions of the Deed of Trust, including
the prompt payment of Revenues.

Whenever it shall be necessary in order to protect and enforce the rights of the Authority under
the Deed of Trust securing the Loan and to protect and enforce the rights and interest of Bondowners
under the Indenture, the Trustee, subject to the provisions of the Indenture, shall commence foreclosure
proceedings or pursue other appropriate remedies against the Borrower in default under the provisions of
the Deed of Trust and, in protection and enforcement of its rights under the Deed of Trust, may bid for
and purchase the Project at any foreclosure or other sale thereof and pursuant thereto or otherwise acquire
and take possession of the Project.

The Authority (and the Trustee, if acting in enforcing the Deed of Trust) shall be entitled to
payment of all of its costs incurred in connection with enforcement of the Deed of Trust, including, but
not limited to, legal fees and expenses, from Revenues prior to the use of Revenues for any other purpose
under the Indenture.

It is expressly understood and acknowledged that, since the Note and Deed of Trust are
assigned to the Trustee under the Indenture, it is not intended that the Authority will have any
responsibility for foreclosure proceedings. Rather, foreclosure proceedings will be conducted by
the Trustee. Any and all liability of the Authority under the Indenture is expressly limited as set
forth in the Indenture.

Accounts and Reports. The Trustee will keep, or cause to be kept, proper books of record and
account in which complete and correct entries shall be made of its transactions and all Funds and
Accounts established by or maintained pursuant to the Indenture, which will at all times during normal
business hours and upon reasonable notice, be subject to inspection by the Authority, the Trustee, the
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Borrower and the Owners of an aggregate of not less than five percent (5%) in Principal Amount of the
Bonds then Outstanding or their agents or representatives duly authorized in writing.

The Authority, or the Oversight Agent on behalf of the Authority, shall, upon receipt from the
Borrower of sufficient moneys to provide the same, furnish, without charge, upon written request of any
Bondowner, to such Bondowner, (i) a report showing, for the Fiscal Year, with respect to the Bonds,
outstanding balances by maturity, redemption history including redemption dates, amount, source of
funds, and distribution of the call to the maturities, (ii) a report showing the current status of insurance
coverages with respect to the Project, and (iii) the most currently available annual report submitted by the
Borrower. For the purposes of this paragraph, “Bondowner” shall mean, in addition to the registered
owner of any Bond, any person or entity that claims in writing to the reasonable satisfaction of the
Authority to be a beneficial holder of Bonds and specifically requests that reports be sent to it.

Creation of Liens. The Authority will not issue any bonds or other evidences of indebtedness,
other than the Bonds, secured by a pledge of the proceeds, moneys, rights, interests and collections
pledged or held aside by the Authority or by a Fiduciary under the Indenture and, except as may be
otherwise provided in the Indenture or a Supplemental Indenture with respect to any supplemental
security, shall not create or cause to be created any lien or charge on proceeds, moneys, rights, interests
and collections or such moneys on a subordinate, parity or senior basis to the lien created by the Indenture
for the benefit of the Bonds; provided, however, that nothing in the Indenture will prevent the Authority
from issuing evidences of indebtedness secured by a pledge of such proceeds, moneys, rights, interests
and collections to be derived on and after such date as the Trust Estate shall be discharged and satisfied as
provided in the Indenture or from issuing notes or bonds of the Authority secured by assets and revenues
of the Authority other than the Trust Estate.

Tax Covenants. The Authority covenants that it will at all times do and perform all acts and
things permitted by law and necessary or desirable in order to assure that interest paid on the Tax-Exempt
Bonds be and remain excluded from gross income for federal income tax purposes.

The Authority covenants and agrees that it will not make or permit any use of the proceeds of the
Bonds or other funds of the Authority which would cause the Bonds to be “arbitrage bonds” within the
meaning of Section 148(a) of the Code, and further covenants that it will observe and not violate the
requirements of Sections 145 and 148 of the Code. The Trustee will be entitled to receive and to rely
upon a Counsel’s Opinion as to the conformity of any use or proposed use of the proceeds of the Bonds
with the requirements of said Sections 145 and 148 of the Code.

Arbitrage Covenants; Rebate Fund. Moneys and securities held by the Trustee in the Rebate
Fund are not pledged or otherwise subject to any security interest in favor of the Trustee to secure the
Bonds or any other payments required to be made under the Indenture or any other document executed
and delivered in connection with the issuance of the Bonds.

Moneys in the Rebate Fund shall be held separate and apart from all other Funds and Accounts
established under the Indenture and shall be separately invested and reinvested by the Trustee, solely at
the written direction of the Borrower, in Qualified Investments. The interest accruing thereon and any
profit realized therefrom shall be credited to the Rebate Fund, and any loss resulting therefrom shall be
charged to the Rebate Fund. The Trustee shall sell and reduce to cash a sufficient amount of such
Qualified Investments whenever the cash balance in the Rebate Fund is insufficient for its purposes.

Absent a Counsel’s Opinion that the exclusion from gross income for federal income tax purposes

of interest on the Tax-Exempt Bonds will not be adversely affected, the Authority shall cause the
Borrower to deposit in the Rebate Fund such amounts as are required to be deposited therein pursuant to
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the Indenture and the Tax Certificate. All money at any time deposited in the Rebate Fund shall be held
by the Trustee in trust for payment to the United States Treasury.

In order to provide for the administration of the Arbitrage Covenants of the Indenture, the
Borrower shall provide for the employment of independent attorneys, accountants and consultants (the
“Rebate Analyst”) compensated on such reasonable basis as the Borrower may deem appropriate and in
addition and without limitation of the provisions of the Indenture, the Trustee and the Authority may rely
conclusively upon and be fully protected from all liability in relying upon the opinions, determinations,
calculations and advice of such Rebate Analyst employed under the Indenture.

Supplemental Indentures

The Authority may adopt, without the consent of or notice to Bondowners, at any time or from
time to time Supplemental Indentures for any one or more of the following purposes, and any such
Indenture or Supplemental Indenture will become effective in accordance with its terms upon the filing
with the Trustee of a copy thereof certified by an Authorized Officer: (1) to add additional covenants and
agreements of the Authority for the purpose of further securing the payment of the Bonds, provided such
additional covenants and agreements are not contrary to or inconsistent with the covenants and
agreements of the Authority contained in the Indenture; (2) to prescribe further limitations and restrictions
upon the issuance of Bonds and the incurring of indebtedness by the Authority; (3) to surrender any right,
power or privilege reserved to or conferred upon the Authority by the terms of the Indenture, provided
that no such surrender is contrary to or inconsistent with the covenants and agreements of the Authority
contained in the Indenture; (4) to confirm as further assurance any pledge under, and the subjection to any
lien, claim or pledge created or to be created by, the provisions of the Indenture; (5) to modify any of the
provisions of the Indenture or any previously adopted Supplemental Indenture in any other respects,
provided that such modifications shall not be effective until after all Bonds Outstanding as of the date of
adoption of such Indenture or Supplemental Indenture shall cease to be Outstanding, and all Bonds issued
after the date of adoption of such Indenture shall contain a specific reference to the modifications
contained in such Indenture; (6) to amend the Indenture to add such provisions as may be necessary or
advisable in connection with the substitution of any additional security; provided that any such
modification does not materially adversely affect interests of any Bondholders; (7) to amend the Indenture
in any and all respects as may be necessary or advisable to implement any amendment of the Code or the
provision of any tax legislation enacted in place thereof; (8) to make such amendments to add such other
provisions in regard to matters or questions arising out of the Indenture which shall not materially
adversely affect the interests of the Owners of the Bonds affected thereby; or (9) to cure any ambiguity or
defect or inconsistent provision in the Indenture or to insert such provisions clarifying matters or
questions arising under the Indenture as are necessary or desirable; provided that any such modifications
do not materially adversely affect the interests of any Bondowners.

Powers of Amendment

Any modification or amendments of the Indenture and of the rights and obligations of the
Authority and of the Owners of the Bonds in any particular may be made by a Supplemental Indenture
with, except as set forth in the preceding section entitled “Supplemental Indentures,” the written consent
required by the Indenture, of the Owners of at least two-thirds in Principal Amount of the Bonds
Outstanding at the time such consent is given; provided, however, that if any such modification or
amendment will, by its terms, not take effect so long as any series of Bonds of any maturity remain
Outstanding, the consent of the Owners of such series of the Bonds and maturity shall not be required and
such series of Bonds shall not be deemed to be Outstanding for the purpose of any calculation of the
Principal Amount of Outstanding Bonds under the Indenture. In the event that the Supplemental
Indenture shall contain provisions which affect the rights and interest of one series of Bonds (but not the
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others), then the Owners of not less than two-thirds of the Principal Amount of the series of Bonds which
are affected by such changes shall have the right from time to time to consent to and approve the
execution by the Authority of any Supplemental Indenture deemed necessary or desirable by the
Authority for the purposes of modifying, altering, amending, supplementing or rescinding, in any
particular, any of the terms or provisions contained in the Indenture and affecting only the Bonds of such
series; provided, however, unless approved by the Owners of all of the Bonds of all affected series then
Outstanding, nothing therein shall permit or be construed as permitting such items as further provided in
the Indenture. No such modification or amendment shall permit a change in the terms of redemption or
maturity of the principal of any Outstanding Bond or of any installment of interest thereon or a reduction
in the Principal Amount or the Redemption Price thereof or in the rate of interest thereon without the
consent of the owner of such Bond, or shall reduce the percentages of Bonds the consent of the Owners of
which is required to effect any such modification or amendment. The Trustee may in its discretion
determine whether or not in accordance with the foregoing provisions Bonds of any particular maturity
would be affected by any modification or amendment of the Indenture and any such determination shall
be binding and conclusive on the Authority and all Owners of Bonds. The Trustee may receive an
opinion of counsel, including a Counsel’s Opinion, as conclusive evidence as to whether Bonds of any
particular maturity would be so affected by any such modification or amendment of the Indenture.

Events of Default

Each of the following events is declared under the Indenture to be an “Event of Default,” that is
to say; if

(a) the Authority shall fail to make payment of the principal or Redemption Price of, or
Sinking Fund Installment on, any Bond from the Trust Estate after the same shall become due, whether at
maturity or upon call for redemption, or otherwise; or

(b) the Authority shall fail to make payment of interest on any Bond from the Trust Estate
when and as the same will become due; or

(©) the Authority shall default in the performance or observance of any other of the
covenants, agreements or conditions on its part in the Indenture, any Supplemental Indenture, or in the
Bonds contained, and such default shall continue for a period of ninety (90) days after written notice
thereof by the Trustee or the Owners of not less than five percent (5%) in Principal Amount of the
Outstanding Bonds.

Remedies

Upon the happening and continuance of any Event of Default, then, and in each such case, subject
in any event to the provisions set forth in the paragraph entitled “Enforcement and Foreclosure of Deed of
Trust” under the Section entitled “Covenants of the Authority,” the Trustee may proceed, and upon the
written request of the Owners of not less than twenty-five percent (25%) in Principal Amount of the
Outstanding Bonds shall, subject to the Indenture, proceed in its own name, to protect and enforce its
rights and the rights of the Bondowners by such of the following remedies as the Trustee shall deem most
effectual to protect and enforce such rights: (a) by suit, action or proceeding, enforce all rights of the
Bondowners, including the right to require the Borrower to receive and collect Pledged Revenues
adequate to carry out the covenants and agreements as to, and pledge of, such Pledged Revenues, and to
require the Borrower to carry out any other covenant or agreement with Bondowners and to perform its
duties under the Loan Agreement; (b) by bringing suit upon the Bonds; (c) by action or suit, require the
Borrower to account as if the Borrower were the trustee of an express trust for the Owners of the Bonds;
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or (d) by action or suit, enjoin any acts or things which may be unlawful or in violation of the rights of the
Owners of the Bonds.

Upon the happening and continuance of any Event of Default specified in clause (a) or (b) under
the heading “Events of Default” above, then, and in each such case, subject in any event to the provisions
set forth in the paragraph entitled “Enforcement and Foreclosure of Deed of Trust” under the Section
entitled “Covenants of the Authority,” the Trustee may, and upon the written request of the Owners of not
less than twenty-five percent (25%) in Principal Amount of the Outstanding Bonds, shall declare all
Bonds due and payable, and if all defaults shall be made good, then, with the written consent of the
Owners of not less than twenty-five percent (25%) in Principal Amount of the Outstanding Bonds, annul
such declaration and its consequences.

Priority of Payments After Event of Default

In the event that the funds held by the Trustee and Paying Agent will be insufficient for the
payment of principal or Redemption Price of and interest then due on the Bonds, such funds (other than
funds held for the payment or redemption of particular Bonds which have theretofore become due at
maturity or by call for redemption) and any other moneys received or collected by the Trustee acting
pursuant to the Indenture, after making provision for the payment of any expenses necessary in the
opinion of the Trustee or the Authority to protect the interests of the Owners of the Bonds, and for the
payment of the fees, charges and expenses and liabilities incurred and advances made by the Trustee or
the Authority in the performance of their duties under the Indenture, including reasonable attorneys’ fees,
will be applied as follows:

(a) Unless the principal of all the Bonds shall not have become or have been declared due
and payable,

First: To the payment to the persons entitled thereto of all installments of interest then due on the
Bonds in the order of the maturity of such installments, and, if the amount available shall not be
sufficient to pay in full any installment, then to the payment thereof ratably, according to the
amounts due on such installment, to the persons entitled thereto, without any discrimination or
preference; and

Second: To the payment to the persons entitled thereto of the unpaid Principal Amounts or
Redemption Price of any Bonds which shall have become due, whether at maturity or by call for
redemption, in the order of their due dates and, if the amounts available shall not be sufficient to
pay in full all the Bonds due on any date, then to the payment thereof ratably, according to the
amounts of Principal Amounts or Redemption Price due on such date, to the persons entitled
thereto, without any discrimination or preference.

(b) If the principal of all of the Bonds shall have become or have been declared due and
payable, to the payment of the principal of and interest then due and unpaid upon the Bonds without
preference or priority of principal over interest or of interest over principal, or of any installment of
interest over any other installment of interest, or of any Bond over any other Bond, ratably, according to
the amounts due respectively for principal and interest, to the persons entitled thereto without any
discrimination or preference except as to any difference in the respective rates of interest specified in the
Bonds.

Money to be applied by the Trustee as set forth above shall be applied at such times as the
Trustee shall determine.
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Limitations of Rights of Bondowners

The Owners of a majority in Principal Amount of the Bonds then Outstanding shall have the
right, by an instrument or concurrent instruments in writing executed and delivered to the Trustee, to
direct the method of conducting all remedial proceedings to be taken by the Trustee under the Indenture,
provided that such direction shall not be otherwise than in accordance with law or the provisions of the
Indenture and that the Trustee shall have the right to decline to follow any directions which in the opinion
of the Trustee would be unjustly prejudicial to Bondowners not parties to such direction.

No Owner of any Bond will have any right to institute any suit, action or other proceedings under
the Indenture, or for the protection or enforcement of any right under the Indenture or any right under law,
unless such Owner will have given to the Trustee written notice of the Event of Default or breach of duty
on account of which suit, action or proceeding is to be taken, and unless the Owners of not less than
twenty-five percent (25%) in Principal Amount of the Bonds of the series affected then Outstanding shall
have made written request of the Trustee after the right to exercise such powers or right of action, as the
case may be, will have accrued, and will have afforded the Trustee a reasonable opportunity either to
proceed to exercise the powers in the Indenture granted or granted under law or to institute such action,
suit or proceeding in its name and unless, also, there shall have been offered to the Trustee reasonable
security and indemnity against the costs, expenses and liabilities to be incurred therein or thereby, and the
Trustee shall have refused or neglected to comply with such request within a reasonable time; and such
notification, request and offer of indemnity are in every such case at the option of the Trustee conditions
precedent to the execution of the powers under the Indenture or for any other remedy under the Indenture
or under law.

It is understood and intended that no one or more Owners of the Bonds secured under the
Indenture shall have any right in any manner whatever by his or their action to affect, disturb or prejudice
the security of the Indenture, or to enforce any right under the Indenture or under law with respect to the
Bonds or the Indenture, except in the manner therein provided, and that all proceedings shall be instituted,
had and maintained in the manner herein provided and for the benefit of all Owners of the Outstanding
Bonds. The obligation of the Authority shall be absolute and unconditional to pay the principal and
Redemption Price of and interest on the Bonds to the respective Owners thereof at the respective due
dates thereof, and nothing in the Indenture will affect or impair the right of action, which is absolute and
unconditional, of such Owners to enforce such payment.

Remedies Not Exclusive

No remedy conferred upon or reserved to the Trustee or to the Owners of the Bonds under the
Indenture is intended to be exclusive of any other remedy or remedies, and each and every such remedy
shall be cumulative and shall be in addition to any other remedy given under the Indenture or now or
hereafter existing at law or in equity or by statute.

Limited Liability of the Authority

The obligations of the Authority with respect to the Bonds and under the Indenture, the Loan
Agreement and the Regulatory Agreement are not general obligations of the Authority or its members but
are special, limited obligations of the Authority payable by the Authority solely from the Trust Estate and
are not a debt, nor a loan of the credit, of the State or any of its political subdivisions, and the Bonds shall
not be construed to create any moral obligation on the part of the Authority, members of the Authority,
the State or any political subdivision thereof with respect to the payment thereof. The Bonds do not
constitute an indebtedness within the meaning of any constitutional or statutory debt limitation, and the
issuance of the Bonds shall not directly or indirectly or contingently obligate the Authority, members of
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the Authority, the State or any political subdivision thereof to levy or to pledge any form of taxation
whatever therefor or to make any appropriation for their payment, and no Bondholder has the right to
compel any exercise of any taxing power of the Authority, members of the Authority or the State.

Nothing contained in the Bonds or in the Indenture shall be considered as assigning or pledging
any funds or assets of the Authority other than the Trust Estate; and neither the faith and credit of the
Authority, members of the Authority, the State nor of any other political subdivision of the State are
pledged to the payment of the principal of or interest on the Bonds.

No failure of the Authority to comply with any term, condition, covenant or agreement in the
Indenture or in any document executed by the Authority in connection with the Project, or the issuance,
sale and delivery of the Bonds shall subject the Authority to liability for any claim for damages, costs or
other charge except to the extent that the same can be paid or recovered from the Trust Estate. The
Authority shall not be required to advance any moneys derived from any source other than the Trust
Estate for any of the purposes of the Indenture, the Loan Agreement or the Regulatory Agreement,
whether for the payment of the principal or redemption price of, or interest on, the Bonds, the payment of
any fees or administrative expenses or otherwise.

Neither the Borrower, the Trustee nor any Bondholder shall look to the Authority or members of
the Authority for damages as a result of the failure of the Authority to perform any covenant, undertaking
or obligation under the Indenture, the Loan Agreement, the Regulatory Agreement, the Bonds or any of
the other documents, or as a result of the incorrectness of any representation made by the Authority in any
of such documents, nor for any other reason. Although such documents shall not give rise to any
pecuniary liability of the Authority, an action or proceeding (other than a claim for monetary damages)
may be brought against the Authority or any of its officers or employees to enforce the provisions of any
such documents which the Authority is obligated to perform and the performance of which the Authority
has not assigned to the Trustee or another person. As a condition precedent to the Authority proceeding
pursuant to the provisions under this heading, the Authority shall have received satisfactory
indemnification.

All covenants, stipulations, promises, agreements and obligations of the Authority contained in
the Indenture shall be deemed to be those of the Authority and not of any board member, director, agent,
officer or employee of the Authority in its governmental or his or her individual capacity, and no recourse
shall be had for the payment of the principal or Redemption Price of or interest on the Bonds or for any
claim based thereon or on the Indenture against any board member, director, agent, officer or employee of
the Authority or any person executing the Bonds.

THE LOAN AGREEMENT

The following is a summary of the Loan Agreement relating to the Loan. This summary does not
purport to be complete and is qualified in its entirety by reference to the Loan Agreement, which is
available from the Trustee upon request, and to Appendix A for the definition of certain terms used
herein. Any capitalized terms not otherwise defined herein or in Appendix A are as defined in the
Indenture, the Loan Agreement or the Regulatory Agreement.

Amount and Source of Loan
The Authority makes to the Borrower and agrees to fund, and the Borrower accepts from the
Authority, upon the terms and conditions set forth in the Loan Agreement and in the Indenture, the Loan

in an amount equal to the principal amount of the Bonds and agrees that the proceeds of the Loan will be
applied and disbursed in accordance with the Indenture and written instructions of the Authority provided
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to the Trustee on the Closing Date and when the Trustee acknowledges receipt of the proceeds of the
Bonds and the conditions specified in the Loan Agreement and in the Indenture have been satisfied.

Loan Repayment

The Loan will be evidenced by the Note which shall be executed by the Borrower in the form
attached to the Loan Agreement. The Borrower agrees to pay to the Trustee, on behalf of the Authority,
the principal of, premium (if any) and interest on the Loan at the times, in the manner, in the amount and
at the rates of interest provided in the Note and the Loan Agreement. To secure its obligations to repay
the Loan, the Borrower will grant the Authority a security interest in the Project pursuant to the terms of
the Deed of Trust and will take all actions necessary to perfect such security interests in the Project. In
order to satisfy its obligations under the Loan Agreement, the Borrower agrees to pay the Trustee not later
than the thirteenth day of each month, commencing 13, 2016, all budgeted Net Operating
Revenues from the prior month, and not otherwise remitted from the prior month. Any budgeted Net
Operating Revenues received by the Borrower after the 13th day of each month shall be transferred to the
Trustee on the 13th day of the immediately following calendar month.

The Borrower agrees to pay, in repayment of the Loan, all budgeted Net Operating Revenues for
the immediately preceding calendar month to the Trustee for the account of the Authority until the
principal of, premium (if any) and interest on the Bonds shall have been paid or provision for payment
shall have been made in accordance with the Indenture, in federal or other immediately available funds at
the corporate trust office designated by the Trustee, on the fifteenth day of each month an amount equal to
(i) the interest on the Bonds which will become due on each Interest Payment Date and (ii) the principal
of and redemption premium, if any, on the Bonds which will become due (whether at maturity, by prior
redemption or otherwise) on each Principal Payment Date. In addition, the Borrower agrees to repay the
principal of the Loan, plus interest accrued thereon until the date fixed for redemption of the Bonds to be
redeemed with such repayment, in the amounts and at the times specified in the Loan Agreement.

In the event the Net Operating Revenues deposited with the Trustee in any two consecutive
months are less than 90% of the amount set forth in the annual budget as described in the Loan
Agreement, the Borrower shall, concurrently with its transfer of the amount to the Trustee, provide notice
of a written explanation for the variance to the Authority and the Oversight Agent and, upon written
request of the Oversight Agent, the Borrower shall submit a written report within 30 days with
recommendations to the Authority, and the Oversight Agent with respect to the ability of the Borrower
and its recommendations as to how to stay within the amounts contemplated in the final annual budget.
The Oversight Agent shall review the Borrower’s written recommendations and submit any comments to
the Borrower. The Oversight Agent shall notify the Authority in the event the Borrower shall not comply
substantially with the recommendations submitted by the Borrower (and as commented on by the
Oversight Agent). In such event, the Authority, based on such advice as it may deem appropriate, may
direct the Borrower to remove the manager of the Project (the “Project Manager”) and approve a new
Project Manager acceptable to the Authority. In the event the Net Operating Revenues deposited in the
succeeding month are less than 90% of the amount set forth in the annual budget, then the Oversight
Agent shall notify the Authority, and the Trustee and, thereafter: (a) upon written order of the Authority
determined in its discretion based on the advice of the Oversight Agent and such other information as the
Authority may determine to be appropriate, all Operating Revenues of the Project shall be deposited and
held by the Trustee and the Trustee shall deposit the budgeted Operation and Maintenance Costs, as
contemplated in the annual budget, as directed in writing by the Authority or the Oversight Agent on
behalf of the Authority, in a depository account to be established by the Trustee for the benefit of the
Borrower’s operation and maintenance of the Project; and (b) the Authority, based on such advice of the
Oversight Agent as it may deem appropriate, shall have the right to direct the Borrower to remove the
Project Manager and approve a new Project Manager acceptable to the Authority. Upon receipt by the
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Trustee of a certificate from the Oversight Agent which certifies that Net Operating Revenues in a
subsequent month are either (i) at least equal to 90% or more of the amount set forth in the annual budget
described in the Loan Agreement or (ii) equal or greater than the amount needed to make all payments on
the Bonds for the immediately preceding month, the Trustee shall no longer be required to hold the
Operating Revenues as set forth above and shall take all necessary action to transfer the receipt of
Operating Revenues to another financial institution as directed by the Borrower.

The Borrower further agrees to pay or cause to be paid all taxes and assessments, general or
special, including, without limitation, all ad valorem taxes, concerning or in any way related to the
Project, or any part thereof, and any other governmental charges and impositions whatsoever, foreseen or
unforeseen, and all utility and other charges and assessments; provided, however, that the Borrower
reserves the right to contest in good faith the legality of any tax or governmental charge concerning or in
any way related to the Project.

The Borrower agrees to timely pay the premiums or other amounts required to maintain the
insurance specified in the Loan Agreement.

The Borrower further agrees to pay, until the principal of and interest on all Outstanding Bonds
shall have been fully paid, to the Trustee for deposit in the Accounts of the Administration Fund
established by the Indenture such amounts as the Trustee may from time to time request for the fees and
ordinary expenses of the Trustee and the Paying Agent, the annual fees and expenses of the Oversight
Agent as provided in the Oversight Agreement, and into the Borrower Administration Fee Account of the
Administration Fund the Borrower Administration Fee, pursuant to the Indenture; provided that the
Trustee fees and expenses incurred in connection with the enforcement of the Regulatory Agreement and
reasonable compensation or reimbursement for extraordinary services, indemnification and expenses of
the Trustee, as required by the Indenture, shall be paid upon demand of the Trustee. The Borrower agrees
to pay the cost of any Rebate Analyst in connection with the calculation of rebate (within the meaning of
Section 148(f) of the Code) and to pay to the Trustee all amounts required to be remitted to the United
States.

The Borrower agrees to the establishment of the Repair and Replacement Fund and the Surplus
Fund. Amounts deposited in the Surplus Fund shall be used to make the deposits to remedy deficiencies
in the Debt Service Fund, the Debt Service Reserve Fund, the Rebate Fund, the Administration Fund and
the Repair and Replacement Fund.

Nature of the Borrower’s Obligations

The Borrower shall repay the Loan pursuant to the terms of the Note irrespective of any rights of
set-off, recoupment or counterclaim the Borrower might otherwise have against the Authority, the Trustee
or any other person. The Borrower will not suspend, discontinue or reduce any such payment or (except
as expressly provided in the Loan Agreement) terminate the Loan Agreement for any cause, including,
without limiting the generality of the foregoing, (i) any delay or interruption in the operation of the
Project; (ii) the failure to obtain any permit, order or action of any kind from any governmental agency
relating to the Loan or the Project; (iii) any event constituting force majeure; (iv) any acts or
circumstances that may constitute commercial frustration of purpose; (v) the termination of the Loan
Agreement; (vi) any change in the laws of the United States of America, the State or any political
subdivision thereof; or (vii) any failure of the Authority to perform or observe any covenant whether
expressed or implied, or to discharge any duty, liability or obligation arising out of or connected with the
Note, the Loan Agreement, the Regulatory Agreement or any other contract with the Borrower; it being
the intention of the parties that, as long as the Note or any portion thereof remains outstanding and
unpaid, the obligation of the Borrower to repay the Loan and provide such moneys shall continue in all
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events. The provisions of Loan Agreement summarized in this paragraph shall not be construed to release
the Authority from any of its obligations under the Loan Agreement, the Trustee from any of its
obligations under the Indenture, or, except as provided in the Loan Agreement, to prevent or restrict the
Authority from asserting any rights which it may have against the Borrower under the Note or the Deed of
Trust or under any provision of law or to prevent or restrict the Borrower, at its own cost and expense,
from prosecuting or defending any action or proceeding by or against the Authority or the Trustee or
taking any other action to protect or secure its rights.

Borrower Not to Dispose of Assets; Conditions Under Which Exceptions Permitted

The Borrower agrees that during the term of the Loan Agreement it will not dispose of all or
substantially all of its assets nor consolidate with nor merge into any entity unless: (i) the acquirer of its
assets or the entity with which it shall consolidate or into which it shall merge shall be (A) an
organization described in Section 501(c)(3) of the Code that agrees to operate the Project in a manner that
does not constitute an unrelated trade or business of such organization or a governmental unit (as
described in Section 145 of the Code) or (B) an entity that will not, in the opinion of Bond Counsel,
adversely affect the exclusion of interest on the Tax-Exempt Bonds from the gross income of the owners
of the Tax-Exempt Bonds for purposes of federal income taxation and is permissible under State law; (ii)
such acquiring or remaining entity shall assume in writing all of the obligations of the Borrower under the
Loan Agreement, the Regulatory Agreement, the Continuing Disclosure Agreement, the Note and the
Deed of Trust; (iii) the Authority, after having consulted with such counsel or advisor as deemed by the
Authority to be necessary, shall have consented in writing to such transfer, such consent not to be
unreasonably withheld; and (iv) the written instrument or instruments evidencing such assumption are
promptly provided to the Trustee and the Authority.

In no event shall the Borrower sell the Project for an amount that, when added to the amount of
all moneys held in the funds and accounts established under the Indenture that are legally available to
redeem Outstanding Bonds, is less than the sum of one-hundred percent (100%) of the Outstanding
principal amount of the Bonds plus accrued interest, unless the Borrower obtains and provides to the
Trustee the written consent to such sale of one-hundred percent (100%) of the Owners of the Outstanding
Bonds. This provision shall not be amended without the written approval of one-hundred percent (100%)
of the Owners of the Outstanding Bonds.

Cooperation in Enforcement of Regulatory Agreement

The Borrower covenants and agrees as follows: (a) to comply with all provisions of the
Regulatory Agreement; (b) to advise the Authority, the Trustee and the Oversight Agent in writing
promptly upon learning of any default with respect to the covenants, obligations and agreements of the
Borrower set forth in the Regulatory Agreement; (c¢) upon written direction by the Authority, the
Oversight Agent or the Trustee, to cooperate fully and promptly with the Authority, the Oversight Agent
and the Trustee in enforcing the terms and provisions of the Regulatory Agreement; and (d) to file in
accordance with the time limits established by the Regulatory Agreement all reports and certificates
required thereunder.

Neither the Trustee nor the Authority shall incur any liability in the event of any breach or
violation of the Regulatory Agreement by the Borrower, and the Borrower agrees to indemnify and hold
harmless the Authority and the Trustee from any claim or liability, joint or several, for such breach
pursuant to the Loan Agreement.
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Additional Instruments

The Borrower covenants to execute and deliver such additional instruments and to perform such
additional acts as may be necessary, in the opinion of the Authority or the Trustee, to carry out the intent
of the Loan and the Note or to perfect or give further assurances of any of the rights granted or provided
for in the Loan and the Note.

Books and Records; Annual Reports

The Borrower covenants to grant the Authority, the Oversight Agent and the Trustee or their duly
authorized representatives, access to the books and records of the Borrower pertaining to the Loan and the
Project during normal business hours and upon prior notice, and to make such books and records
available for audit and inspection to the Authority, the Oversight Agent, the Trustee and their duly
authorized representatives at reasonable times and under reasonable conditions.

Prior to the delivery date and at least 60 days prior to the beginning of each fiscal year of the
Borrower, the Borrower shall prepare an annual budget and submit such budget for approval by the
Authority and the Oversight Agent. Such annual budget shall provide that the sum of Net Operating
Revenues, including projected interest income on the Debt Service Reserve Fund, plus moneys in the
Coverage Fund will be at least equal to (i) 1.30 times scheduled debt service on the Bonds, (ii) 1.00 times
the sum of (A) the aggregate scheduled debt service on the Bonds in such fiscal year, and (B) the annual
fees of the Trustee and the Oversight Agent for such fiscal year, (iii) amounts necessary to replenish the
amount on deposit in the Repair and Replacement Fund to the amount required under the Indenture, (iv)
amounts necessary to replenish any withdrawal from the Debt Service Reserve Fund, and (v) an amount
sufficient to pay the Authority Annual Fee and the fees and expenses of the Fiduciaries. Within 20 days
of receiving such annual budget, the Authority, and the Oversight Agent shall provide comments (not
inconsistent with the requirements of the Loan Agreement and the Regulatory Agreement), if any
(including any suggested changes acceptable to the Oversight Agent), in writing to the Borrower. The
Borrower shall attempt in good faith to address comments and concerns of the Authority in its final
budget. The Borrower shall prepare a revised annual budget and provide such revised budget to the
Authority and the Oversight Agent for their review and comment. The Borrower shall provide a copy of
the final annual budget to the Authority and the Oversight Agent prior to the beginning of the Borrower’s
fiscal year. In the event the annual budget as adopted does not provide for the coverage set forth in the
second sentence of this paragraph, then in the case of a failure to meet the coverage requirement set forth
in subsection (i) of said sentence, the Owners of a majority in Outstanding Principal Amount of the Bonds
each shall have the right, in addition to all other rights provided under this Loan Agreement and the
Indenture, to direct the Borrower to remove the Project Manager and appoint a Project Manager
acceptable to the Authority and such Owners.

Within 30 days after the last day of each quarter, the Borrower shall prepare a statement for the
immediately preceding quarter for review by the Authority and the Oversight Agent, which will include
statement of income, balance sheet, cashflow, budget variances, occupancy rates, rental activity and
average rental rates for the Project.

Within 60 days after the last day of each fiscal year of the Borrower, the Borrower will provide a
certificate to the Authority and the Oversight Agent, that the Borrower has made a review of its activities
during the preceding fiscal year for the purpose of determining whether or not the Borrower has complied
with all of the terms, provisions and conditions of the Loan Agreement, the Regulatory Agreement and
the Deed of Trust and will certify that the Borrower has kept, observed, performed and fulfilled each and
every covenant, provision and condition of the Loan Agreement, the Regulatory Agreement and the Deed
of Trust on its part to be performed and is not in default in the performance or observance of any of the
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terms, covenants, provisions or conditions thereof, or if the Borrower shall be in default then such
certificate shall specify all such defaults and the nature thereof. All affordability restrictions required
under the Regulatory Agreement shall be subject to review by the Oversight Agent, and the Authority.

The Borrower also shall furnish the Oversight Agent and the Trustee the audited financial
statements of the Borrower within 180 days after the end of it’s fiscal year, and agrees that Bondholders,
upon written request, may receive information on the Project and the Borrower, including audited
financial statements, from the Oversight Agent.

Notice of Certain Events

The Borrower covenants to advise the Authority, the Oversight Agent and the Trustee promptly
in writing of the occurrence of any Event of Default under the Loan Agreement or any event which, with
the passage of time or service of notice, or both, would constitute an Event of Default under the Loan
Agreement, specifying the nature and period of existence of such event and the actions being taken or
proposed to be taken with respect thereto. In addition, the Borrower covenants to advise the Authority,
the Oversight Agent and the Trustee promptly in writing of the occurrence of any default under the Loan
Agreement or of the occurrence of an Act of Bankruptcy.

Consent to Assignment

The Authority has made an assignment to the Trustee under the Indenture for the benefit of the
Owners of the Bonds of all rights and interest of the Authority in and to the Loan Agreement (except its
rights under the Loan Agreement to be provided certain information with respect to the Project, to be
indemnified and to be paid its fees and expenses), the Note, and the Deed of Trust; and the Borrower
consents to all such assignments.

Title to the Project

The Borrower has fee title to the Property and title to the Improvements free and clear of any lien
or encumbrance except for (i) liens for non-delinquent assessments and taxes not yet due or which are
being contested in good faith by appropriate proceedings; (ii) the Regulatory Agreement; (iii) the Deed of
Trust; and (iv) Permitted Encumbrances. On or prior to the Closing Date as required by the Loan
Agreement, the Borrower shall cause to be delivered to the Trustee and the Authority one or more ALTA
title policies, insuring the lien interests of the Authority and the Trustee as the insureds, as their respective
interests may appear under the Deed of Trust.

Operation of the Project

The operation of the Project in the manner contemplated on the Closing Date and as described in
the Loan Agreement do not conflict with any zoning, water or air pollution or other ordinance, order, law
or regulation applicable thereto; the Borrower will cause the Project to be operated in accordance with all
applicable federal, state and local law or ordinances (including rules and regulations) relating to zoning,
building, safety, and environmental quality and will obtain and maintain in effect any licenses, permits,
franchises or other governmental authorizations necessary for the operation of the Project.

Continuing Disclosure
The Borrower covenants and agrees that it will comply with and carry out all of the provisions of

the Continuing Disclosure Agreement. Notwithstanding any other provision of the Loan Agreement,
failure of the Borrower to comply with the Continuing Disclosure Agreement shall not be considered an
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Event of Default under the Indenture or the Loan Agreement; however, the Trustee shall, at the written
request of any Participating Underwriter (as defined in the Continuing Disclosure Agreement) or the
holders of at least 25% in aggregate principal amount of Outstanding Bonds, upon receipt of satisfactory
indemnification from any related liability, payment of its fees and expenses, including reasonable
attorneys’ fees, or any Bondholder may, take such actions as may be necessary and appropriate, including
seeking specific performance by court order, to cause the Borrower to comply with its continuing
disclosure obligations under the Continuing Disclosure Agreement.

Minimum Rents; Coverage Requirement Certificate

The Borrower shall, at all times while any of the Bonds remain outstanding, fix, prescribe and
collect rents, fees and charges in connection with the Project, so as to yield Net Operating Revenues,
including any earnings on the Debt Service Reserve Fund for the immediately preceding 12 month period,
plus moneys in the Coverage Fund that will result in a Coverage Ratio at least equal to 1.30 (rounded up
to the nearest hundredth) with respect to the Bonds debt service. The Borrower shall file with the
Authority, the Oversight Agent, the Trustee and S&P (if S&P is then rating the Bonds), a Coverage
Requirement Certificate demonstrating compliance with the Loan Agreement: (i) within 60 days of the
last day of the first six months of each fiscal year based on unaudited financial statements, and (ii) within
180 days of the last day of each fiscal year beginning with fiscal year 2016 based on audited financial
statements. In the event such coverage requirements are not satisfied, then the Authority shall have the
right to direct the Borrower to remove and replace the Project Manager in the same manner as set forth in
the Loan Agreement.

Public Liability and Workers’ Compensation Insurance

Public Liability Insurance. The Borrower shall maintain or cause to be maintained so long as
Bonds are Outstanding under the Indenture, a commercial general liability coverage, including products,
completed operations, contractual, bodily injury, personal injury, and property damage in the amount of at
least Five Million Dollars ($5,000,000) combined single limits, naming the Authority, members of the
Authority, the Trustee and their members, officers, officials, employees, volunteers, agents, and
representatives as additional insureds. All such insurance (i) shall be primary insurance and not
contributory with any other insurance which the Authority, the Trustee or their members, officers,
officials, employees, volunteers, agents, or representatives may have; (ii) shall contain no special
limitations on the scope of protection afforded to the Authority, the Trustee and their members, officers,
officials, employees, volunteers, agents, and representatives; (iii) shall be “per occurrence” rather than
“claims made” insurance (in the event the Borrower is unable to obtain such policy, or believes that such
policy’s premium is not reasonable, the Borrower shall submit proof of such contention to the Authority,
upon which event the Authority may, after review of such information, authorize a “claims made” policy
for the Project); (iv) shall apply separately to each insured against whom claim is made or suit is brought,
except with respect to the limits of the insurer’s liability; (v) shall provide that the policy will not be
canceled or limited in scope by the insurer or the Borrower’s contractor unless there is a minimum of
thirty (30) days prior written notice by certified mail, return receipt requested to the Authority and the
Oversight Agent; (vi) shall be written by an insurer with a Best rating of not less than B+; and (vii) shall
be endorsed to state that any failure to comply with the reporting provisions of the policies shall not affect
coverage provided to the Authority and its members, officers, officials, employees, volunteers, agents and
representatives.

None of the above-described policies shall include a deductible or self-insured retention amount
of more than Ten Thousand Dollars ($10,000) unless approved in writing by an authorized representative
of the Authority upon the advice of the Oversight Agent.
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Such insurance may be maintained as part of or in conjunction with any other insurance coverage
carried by the Borrower. The Net Proceeds of such liability insurance shall be applied by the Borrower
toward extinguishment or satisfaction of the liability with respect to which the Net Proceeds of such
insurance shall have been paid.

Workers’ Compensation Insurance. The Borrower shall maintain or cause to be maintained to the
extent required by law so long as Bonds are Outstanding under the Indenture, workers’ compensation
insurance, including Employer’s Liability Coverage, with limits not less than $1,000,000 per accident,
issued by a responsible carrier authorized under the laws of the State to insure employers against liability
for compensation under the Labor Code of the State, or any act enacted as an amendment or supplement
thereto or in lieu thereof, such workers’ compensation insurance to cover all persons (if any) employed by
the Borrower in connection with the Project and to cover full liability for compensation under such act.
Such insurance shall be endorsed to include a waiver of subrogation rights against the Authority and its
members, officers, officials, employees, volunteers, agents and representatives. Such insurance shall be
underwritten by California licensed insurers with A.M. Best ratings of not less than B+. Such insurance
may be maintained as part of or in conjunction with any other insurance coverage carried by Borrower.

Casualty Insurance

The Borrower will procure and maintain, or cause to be procured and maintained, so long as
Bonds are Outstanding under the Indenture, all risk property and casualty insurance against loss or
damage to the Improvements located on the Project, in an amount at least equal to one hundred percent
(100%) of the replacement value of the Improvements. Such insurance will, as nearly as practicable,
cover loss or damage by explosion, windstorm, riot, aircraft, vehicle damage, smoke, fire and such other
hazards (excluding earthquake and flood coverage) as are normally covered by such insurance. Such
insurance will be subject to such deductibles as are customarily maintained by municipalities with respect
to works and properties of a like character, but in any case will not exceed $100,000. Such insurance may
be maintained as part of or in conjunction with any other insurance coverage carried by the Borrower.
Any insurer providing such insurance must be rated at least “B+” by A.M. Best. Such insurance shall be
reviewed by an independent insurance consultant retained by the Borrower at least once every other year,
and shall be maintained as recommended by the consultant as customarily obtained by similarly situated
entities. The Net Proceeds of such insurance will be applied as provided in the Indenture. Any such
insurance policy shall provide that it shall not be changed, modified, amended or cancelled without at
least 30 days written notice to the Borrower and the Trustee.

Rental Interruption Insurance

The Borrower will procure and maintain, or cause to be procured and maintained, so long as
Bonds are Outstanding under the Indenture, rental interruption or use and occupancy insurance to cover
the Borrower’s loss, total or partial, of payments for the Loan resulting from the loss, total or partial, of
the use of the Improvements located on the Project as a result of any of the hazards covered in the
insurance required by the Loan Agreement, in an amount at least equal to the sums of (i) Maximum
Annual Debt Service on the Bonds and (ii) budgeted Operation and Maintenance Costs coming due and
payable during the current Fiscal Year; provided, however, that with respect to budgeted Operation and
Maintenance Costs, in the first Fiscal Year such amount will be as agreed to by the Borrower and the
Oversight Agent and that in any future Fiscal Year such amount will be the greater of the budgeted
Operation and Maintenance Costs or the prior Fiscal Year’s actual Operation and Maintenance Costs.
Such insurance may be maintained as part of or in conjunction with any other insurance coverage carried
by the Borrower. Any insurer providing such insurance must be rated at least “B+” by A.M. Best. The
Net Proceeds of such insurance, if any, will be paid to the Trustee and deposited in the Debt Service Fund
under the Indenture, and will be credited towards the payment of the Bonds as the same become due and
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payable in accordance with the Indenture. Any such insurance policy shall provide that it shall not be
changed, modified, amended or cancelled without at least 30 days written notice to the Borrower and the
Trustee.

Title Insurance

On or before the Closing Date, the Borrower shall, at its expense (a) cause the Deed of Trust to be
recorded in the Office of the Tulare County Recorder, and (b) obtain an ALTA title insurance policy for
the Project naming the Trustee as its interests may appear under the Deed of Trust and insuring the
Borrower’s fee simple title to the Project, subject only to Permitted Encumbrances, in an amount at least
equal to the aggregate principal amount of the Bonds. All Net Proceeds received under any such title
insurance policy shall be deposited with the Trustee, as assignee of the Borrower under the Indenture, and
applied as set forth in the Indenture.

Repair and Replacement

The Borrower agrees to cause to be performed a preliminary inspection by a consultant
experienced in mobilehome parks, selected by the Borrower and approved by the Authority, of the Project
at such time or times as the Oversight Agent may reasonably determine to be necessary based on
information with respect to the Project available to the Oversight Agent, and, if it is determined that
further inspection is needed after a preliminary inspection, such further inspection, providing a report of a
licensed contractor qualified to do the type of work proposed to be performed to identify any repairs,
replacements or capital improvements required to maintain the Project as a safe and sanitary mobile home
park in accordance with the Loan Agreement, the Regulatory Agreement and all associated agreements.
Any such inspections shall be at the expense of the Borrower. All such repairs, replacements or capital
improvements and costs of inspections will be paid for from moneys on deposit in the Repair and
Replacement Fund to the extent of the moneys deposited in such Fund.

In the event that expenses are incurred, or in the opinion of the Borrower ought properly be
incurred for replacement or additional improvements on the Project, for the design, approval,
development, repair and construction of other capital improvements which may be of direct or indirect
benefit to the Project which are not identified in a report of a licensed contractor qualified to do the type
of work proposed to be performed (pursuant to the Loan Agreement), which are beyond ordinary and
necessary maintenance and repairs and which are not then included in the annual budget or Exhibit C to
the Loan Agreement (as such Exhibit may be amended from time to time with the approval of the
Borrower and the Oversight Agent) which are paid as part of the Operation and Maintenance Expenses,
the Borrower shall submit to the Oversight Agent a request for payment or reimbursement of such costs.
The request shall (a) identify the total amount of such costs to be paid pursuant to such requisition,
including all items of cost in such detail as may be available to the Borrower, (b) state with respect to
such disbursement (i) the amount to be disbursed for payment of such costs, and (ii) that each item of
costs identified therein has been properly incurred and has not been the basis of any previous
disbursement; and (c) be accompanied by an invoice, if any. Upon approval by the Oversight Agent of
such a request from the Borrower, the Oversight Agent shall submit or cause to be submitted the request
to the Trustee pursuant to the Indenture for payment of such costs from the Repair and Replacement
Fund.

Moneys deposited in the Restricted Account of the Repair and Replacement Fund on the Closing
Date shall be applied to pay for or reimburse the Borrower solely for capital improvements to the Project,
including capital improvements set forth in Exhibit C to the Loan Agreement, as said Exhibit C may be
amended from time to time with the approval of the Borrower and the Oversight Agent, capital
improvements set forth in the annual budget or capital improvements approved by the Oversight Agent as
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described in the preceding paragraph. Disbursements from the Restricted Account of the Repair and
Replacement Fund shall be made upon the written request of the Borrower and approved in writing by the
Oversight Agent.

Moneys deposited in the Unrestricted Account of the Repair and Replacement Fund pursuant to
the Indenture may be used for the purpose of effecting the remaining items set forth in Exhibit C to the
Loan Agreement or for any purpose for the benefit of the Project in accordance with the annual budget or
for such other similar purposes, including maintenance costs and replacement of machinery and
appliances. Disbursements from the Unrestricted Account of the Repair and Replacement Fund shall be
made upon the written request of the Borrower, with a copy of such request to the Oversight Agency.

If requested by the Oversight Agent pursuant to the Loan Agreement, the Borrower shall cause an
updated report with respect to the physical needs of the Project (the “Updated Physical Assessment
Report™) to be prepared by a qualified professional approved by the Oversight Agent and a copy of said
Updated Physical Assessment Report shall be filed with the Oversight Agent and the Authority.
Thereafter, to the extent specified in the Updated Physical Assessment Report, the Borrower shall cause
Exhibit C to the Loan Agreement to be amended and shall cause to be deposited into the Repair and
Replacement Fund pursuant to the Indenture the amount specified in said Updated Physical Assessment
Report.

Other Debt, No Recourse Debt

The Borrower represents, covenants and warrants that: (a) other than the Loan and the Other
Borrower Obligations, there are no other debt obligations of the Borrower with a maturity of greater than
one year; (b) the Borrower is not a debtor, guarantor or otherwise an obligor under any loan arrangement,
promissory note or other evidence of indebtedness that is a recourse obligation against the Borrower and
(c) the Borrower shall not incur any recourse debt nor shall the Borrower act as guarantor or enter into
any other arrangement if by doing so would subject the Borrower to recourse liability.

Replenishment of Debt Service Reserve Fund

The Borrower agrees to make payments sufficient to restore the Debt Service Reserve Fund to the
Debt Service Reserve Fund Requirement (a) in 12 consecutive equal monthly installments beginning in
the month following any withdrawal from the Debt Service Reserve Fund which causes the amount
therein to be less than the Debt Service Reserve Fund Requirement, or (b) in four consecutive equal
monthly installments beginning in the month following any calculation of the value of the Debt Service
Reserve Fund at an amount less than the Debt Service Reserve Fund Requirement.

Project Management Agreements

Any project management agreement shall permit the Borrower to remove the Project Manager
(without penalty) for nonperformance or if the Borrower fails to meet the ratio covenant set forth in the
Section entitled “Minimum Rents; Coverage Requirement Certificate” (unless it could be established that
causes outside the operator’s control were causing the ratio covenant violation). If the Borrower removes
the Project Manager, the Borrower shall promptly appoint a replacement Project Manager acceptable to
the Oversight Agent and the Authority, and pending such appointment, may act as Project Manager on a
temporary basis.
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Operating Fund

The Borrower shall have an operating cash balance for the Project equal to at least 15 days of
annual budgeted Operation and Maintenance Costs as of the Closing Date and as of the last day of each
fiscal year (such cash balance shall be exclusive of any amounts in the funds and accounts held by the
Trustee or funds representing resident security deposits).

Events of Default Under the Loan Agreement
Each of the following is an “Event of Default” under the Loan Agreement.

(a) The Borrower shall fail to pay when due the amounts required to be paid under the Loan
Agreement or the Note when the same shall become due and payable in accordance with the terms of the
Loan Agreement or the Note, including a failure to repay any amounts which have been previously paid
but are recovered, attached or enjoined pursuant to any insolvency, receivership, liquidation or similar
proceedings; or

(b) The Borrower shall fail to perform or observe any of its covenants or agreements
contained in the Loan Agreement, the Regulatory Agreement, the Indenture, the Note or the Deed of
Trust, other than as specified in paragraph (a) above, and such failure shall continue during and after the
period specified below; or

(©) Any representation or warranty of the Borrower shall be determined by the Trustee or the
Authority to have been false in any material respect when made; or

(d) The Borrower shall generally not pay its debts as they become due, or shall admit in
writing its inability to pay its debts generally, or shall make a general assignment for the benefit of
creditors or shall institute any proceeding or voluntary case seeking to adjudicate it a bankrupt or
insolvent or seeking liquidation, winding up, reorganization, arrangement, adjustment, protection, relief
or composition of it or its debts under any law relating to bankruptcy, insolvency or reorganization or
relief or protection of debtors, or seeking the entry of an order for relief or the appointment of a receiver,
trustee, custodian or other similar official for it or for any substantial part of its property; or the Borrower
shall take any action to authorize any of the actions described above in this paragraph (d), or any
proceeding shall be instituted against the Borrower seeking to adjudicate it a bankrupt or insolvent or
seeking liquidation, winding up, reorganization, arrangement, adjustment, protection, relief or
composition of it or its debts under any law relating to bankruptcy, insolvency or reorganization or relief
or protection of debtors, or seeking the entry of an order for relief or the appointment of a receiver,
trustee, custodian or other similar official for it or for any substantial part of its property, and, if such
proceeding is being contested by the Borrower in good faith, such proceeding shall remain undismissed or
unstayed for a period of 60 days; or

(e) An event of default shall have occurred under the Indenture and the Bonds have been
declared due and payable pursuant to the Indenture.

No default under paragraph (b) above shall constitute an Event of Default until:

(1) The Trustee, by registered or certified mail, shall give notice to the Borrower of such
default specifying the same and stating that such notice is a “Notice of Default”; and

(i1) The Borrower shall have 60 days after receipt of such notice to correct the default and
shall not have corrected it; provided, however, that if the default stated in the notice is of such a nature
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that it cannot be corrected within 60 days, such default shall not constitute an Event of Default under the
Loan Agreement so long as (a) the Borrower institutes corrective action within said 60 days and diligently
pursues such action until the default is corrected, and (b) in the opinion of Bond Counsel, the failure to
cure said default within 60 days will not adversely affect the exclusion from gross income for federal
income tax purposes of interest on the Tax-Exempt Bonds.

Remedies

Whenever any Event of Default under the Loan Agreement shall have happened and be
continuing, the following remedial steps shall be taken:

(a) Immediately upon the occurrence of any Event of Default under the Loan Agreement the
Trustee shall declare all amounts due under the Loan Agreement and the Note to be immediately due and
payable; provided, however, that in the case of an Event of Default described in (b), (¢) or (d) above, the
amounts due under the Loan Agreement and the Note shall not be accelerated unless the Trustee receives
either (i) written notice from the Authority to accelerate the Loan and declare all amounts due under the
Loan Agreement and the Note or (ii) an opinion of Bond Counsel that the failure to accelerate the Loan
under such circumstances will adversely affect the exclusion from gross income for federal income tax
purposes of interest on the Tax-Exempt Bonds;

(b) Subject to the provisions of the Indenture, the Trustee shall take whatever action at law or
in equity may appear necessary or desirable to collect the payments required to be made by the Borrower
under the Loan Agreement, the Deed of Trust, and the Note, or to enforce performance and observance of
any obligation or agreement of the Borrower under the Loan Agreement, the Note, the Deed of Trust or
the Regulatory Agreement, but in no event shall the Trustee be obligated to take any such action which in
its opinion will or might cause it to expend time or money or otherwise incur liability unless and until an
indemnity bond satisfactory to it has been furnished to it;

(©) The Authority may, upon consultation with the Oversight Agent, terminate the Project
Manager and shall upon the recommendation of the Oversight Agent or such other advice as the Authority
deems appropriate, select a new Project Manager;

(d) Upon an Event of Default under the Loan Agreement, either the Authority may operate
and administer, or cause to be operated and administered, the Project in the place and stead of the
Borrower and in the manner required by the terms and provisions of the Regulatory Agreement. In so
doing, the Authority or such party as it may appoint to operate and administer the Project, to the extent it
may have moneys available under the Loan Agreement for such purposes, shall complete the
rehabilitation and equipping of any incomplete component of the Project to be funded with proceeds of
the Bonds, and shall pay from the Operating Revenues received with respect to the Project (to the extent
available) the Loan Repayments and Fees and Charges, if any, which the Borrower was obligated to pay
pursuant to the terms and provisions of the Loan Agreement and the Deed of Trust. The Trustee or other
depository shall be authorized to pay the Authority or its designee as directed by an Officer’s Certificate
any moneys on deposit in the Project Fund to the extent that the Authority shall certify in writing that
such moneys are required by the Authority or its designee to pay any items that would have been included
in the cost of the Project had the Authority or its designee not acquired the same;

(e) The Authority may, upon the recommendation of the Oversight Agent or such other
advice as it may deem appropriate, commence foreclosure proceedings as set forth in the Indenture; and

® Upon an Event of Default and continuing until at least one year after all Events of Default
have been cured, all Operating Revenues then on hand and thereafter received by the Borrower or
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otherwise shall be delivered to the Trustee, for deposit to a depository account for the benefit of the Bond
Owners to be applied by the Trustee first to the payment of debt service on the Bonds and then to the
payment of reasonable and necessary Operation and Maintenance Costs, with any remaining amounts
used as provided in the Indenture.

Any amounts collected as payments made on the Note, or applicable to such payments, and any
other amounts which would be applicable to payment of principal of, premium, if any, and interest on the
Bonds collected pursuant to action taken under the foregoing provisions under this heading shall be
applied in accordance with the provisions of the Indenture. Upon payment in full of all amounts owing
under the Indenture, including all fees and expenses of the Trustee, the Oversight Agent and the
Authority, the Authority and the Trustee shall transfer any remaining right, title or interest that each has in
the Indenture, the Loan Agreement, the Note and the Deed of Trust to the Borrower, except any rights to
receive payment of fees and expenses and to be indemnified, as provided for in the Loan Agreement and
the Indenture.

Beneficiaries

So long as any of the Bonds are Outstanding and the Note has not been paid-in-full, the Authority
shall be an intended third party beneficiary of the Loan Agreement.

THE REGULATORY AGREEMENT

The following is a summary of certain provisions of the Regulatory Agreement and does not
purport to be complete. Reference is hereby made to the Regulatory Agreement which is available from
the Trustee upon request, and to Appendix A for the definition of certain terms used herein. Any
capitalized terms not otherwise defined herein or in Appendix A are as defined in the Regulatory
Agreement.

Residential Rental Property; Qualified Residents

The Borrower represents, as of the date of the Regulatory Agreement, and warrants, covenants
and agrees as follows:

(a) The Project is being owned and operated for the purpose of providing qualified
residential rental housing, consisting of one mobile home Space for each household, together with
facilities which are Functionally Related and Subordinate to such Spaces.

(b) All of the mobile homes in the Project will contain separate facilities for living, sleeping,
eating, cooking and sanitation, including a sleeping area, bathing and sanitation facilities and cooking
facilities equipped with a cooking range, refrigerator and sink.

(©) All of the Spaces will be available for rental on a continuous basis to members of the
general public during the Qualified Project Period, and the Borrower will not give preference to any
particular class or group in renting the Spaces in the Project, except to the extent that Spaces are required
to be leased or rented to Low Income Residents or Very Low Income Residents

(d) The Project comprises a single geographically and functionally integrated project for

residential rental property, as evidenced by the ownership, management, accounting and operation of the
Project.
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(e) No part of the Project will at any time be owned or used as a condominium or by a
cooperative housing corporation, and the Borrower shall not take any steps toward such conversion
without an opinion of Bond Counsel that interest on the Tax-Exempt Bonds will not thereby become
includable in gross income for federal income tax purposes.

® Should involuntary noncompliance with the provisions of the Regulatory Agreement be
caused by fire, seizure, requisition, foreclosure, transfer of title by deed in lieu of foreclosure, change in a
federal law or an action of a federal agency after the Closing Date which prevents the Authority from
enforcing the requirements of the Regulations, or condemnation or similar event, the Borrower covenants
that, within a “reasonable period” determined in accordance with the Regulations, it will either prepay the
Note or apply any proceeds received as a result of any of the preceding events to reconstruct the Project to
meet the requirements of the Regulatory Agreement.

(2) There shall be no discrimination against or segregation of any person or group of persons
on account of race, color, religion, sex, marital status, ancestry, national origin, source of income (e.g.
AFDC (or its successor program, if any) or SSI) or disability in the sale, lease, sublease, transfer, use,
occupancy, tenure or enjoyment of the Project nor shall the transferee or any person claiming under or
through the transferee, establish or permit any such practice or practices of discrimination or segregation
with reference to the selection, location, number, use or occupancy of tenants, lessees, subtenants,
sublessees or vendees of the Project.

(h) The Low Income Spaces and Very Low Income Spaces in the Project shall be
intermingled with, and shall be of comparable quality to, all other Spaces in the Project. Tenants in all
Spaces in the Project shall have equal access to and enjoyment of all common facilities of the Project.

(1) In the aggregate, no more than two persons per bedroom, plus one person shall occupy
any Space in the Project not including children born after the date of initial occupancy by a household.
For example, with respect to a two bedroom mobile home, maximum occupancy shall be 5 persons.

)] None of the Spaces in the Project shall at any time be utilized on a transient basis; none
of the residents of the Project are residing at the Project for any ancillary purpose unrelated to housing;
none of the Spaces in the Project are being leased or rented to a person or person who does not occupy
such Space; and neither the Project nor any portion thereof shall be used as a hotel, motel, dormitory,
fraternity house, sorority house, rooming house, hospital, nursing home, retirement home, sanitarium, rest
home, or by a cooperative housing corporation (as defined in Section 216(b)(1) of the Code).

k) Substantially all (i.e. not less than 95%) of the Project shall consist of proximate
structures located on one or more contiguous tracts of land which have similarly constructed Spaces
financed pursuant to a common plan together with Functionally Related and Subordinate facilities, all of
which shall be owned by the same “person” (as such term is used in the Treasury Regulations) for federal
tax purposes.

Q) Borrower covenants and agrees that consistent with the tax exempt purpose of its sole
member, pursuant to Section 501(c)(3) of the Code, that not less than forty percent (40%) of the Spaces in
the Project (not including any Spaces required to be occupied by Very Low Income Residents under the
Regulatory Agreement) shall be continuously occupied by Low Income Residents during the Qualified
Project Period.
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Authority Requirements

The following provisions shall apply during the term of the Regulatory Agreement, irrespective
of whether any Bonds are outstanding.

(a) The Borrower shall notify the Authority and the Oversight Agent of the
operations/management company it will employ for the Project no less than 30 days prior to the signing
of a contract with any such entity. Qualifications of the firm(s) shall also be provided at that time and the
Authority shall have the right to submit comments on the qualifications of the firm, which shall be
considered by Borrower prior to execution of a contract.

(b) The Borrower is responsible for all management functions with respect to the Project
including the selection of tenants, certification and recertification of household size and income,
evictions, collection of rents and deposits, maintenance, landscaping, routine and extraordinary repairs,
replacement of capital items, and security. The Authority shall have no responsibility over management
of the Project. In no instance shall the Borrower delegate or forego its responsibility to operate the
Project in the manner set forth in the Regulatory Agreement and the Loan Agreement.

(©) The Authority through its Authorized Officer, reserves the right to conduct on or about

15 of each year, commencing 15, 2016, an annual (or more frequently, if deemed

necessary by the Authority) review of the management practices and financial status of the Project. The

purpose of each periodic review will be to enable the Authority to determine if the Project is being

operated and managed in accordance with the requirements and standards of the Regulatory Agreement.

The Borrower shall cooperate with the Authority in such reviews, including but not limited to making its
books and records regarding the Project available for inspection by the Authority.

(d) The Borrower agrees, for the entire term of the Regulatory Agreement, to maintain all
common area interior and exterior improvements on the related Project (exclusive of the mobile homes
and tenant spaces), including landscaping and common buildings on the Project in good condition and
repair (and, as to landscaping, in a healthy condition) and in accordance with all applicable laws, rules,
ordinances, orders and regulations of all federal, state, county, municipal, and other governmental
agencies and bodies having or claiming jurisdiction and all their respective departments, bureaus, and
officials.

(e) The Authority places prime importance on quality maintenance to ensure that all
Authority-assisted affordable housing projects are not allowed to deteriorate due to below-average
maintenance. Normal wear and tear of the Project will be acceptable to the Authority assuming the
Borrower agrees to provide all necessary improvements to assure the Project is maintained in good
condition. The Borrower shall make all repairs and replacements necessary to keep the Project in good
condition and repair.

® In the event that the Borrower breaches any of the covenants contained in the Regulatory
Agreement and such default continues for a period of 10 days after written notice from the Authority with
respect to graffiti, debris, waste material, and general maintenance or 30 days after written notice from the
Authority with respect to landscaping and building improvements, then the Authority may enter upon the
Project and perform or cause to be performed all work necessary to cure the default. Pursuant to such
right of entry, the Authority shall be permitted (but is not required) to enter upon the Project and perform
all work necessary to protect, maintain, and preserve the improvements and landscaped areas on the
Project, and to attach a lien on the Project, or to assess the Project, in the amount of its expenditures,
including a 15% administrative charge.
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Qualified Residents

Pursuant to the requirements of the Code and the Act, the Borrower covenants and agrees as
follows:

(a) During the Qualified Project Period: not less than twenty percent (20%) of the Spaces in
the Project shall be continuously occupied by Very Low Income Residents. The monthly rent charged for
not less than one-half of such Spaces required to be occupied by Very Low Income Residents (i.e., not
less than ten percent (10%) of the Spaces in the Project) shall be not greater than as follows:

(A) where a Very Low Income Resident is both the registered and legal owner of the
mobile home and is not making mortgage payments for the purchase of that mobile home, the
total rental charge for occupancy of the Space (excluding a reasonable allowance for other related
housing costs determined at the time of acquisition of the Project by the Borrower and excluding
any supplemental rental assistance from the State, the federal government, or any other public
agency to the Very Low Income Resident or on behalf of the Space and the mobile home) shall
not exceed one-twelfth of 30 percent of 50 percent of Median Income for the Area, adjusted for
household size in the manner set forth below.

(B) where a Very Low Income Resident is the registered owner of the mobile home
and is making mortgage payments for the purchase of that mobile home, the total rental charge
for occupancy of the Space (excluding any charges for utilities and storage and excluding any
supplemental rental assistance from the State, the federal government, or any other public agency
to the Very Low Income Resident or on behalf of the Space and mobile home), shall not exceed
one-twelfth of 15 percent of 50 percent of Median Income for the Area, as adjusted for household
size in the manner set forth below.

©) where a Very Low Income Resident rents both the mobile home and the Space
occupied by the mobile home, the total rental payments paid by the Very Low Income Resident
on the mobile home and the Space occupied by the mobile home (excluding any supplemental
rental assistance from the State, the federal government, or any other public agency to that Very
Low Resident or on behalf of that Space and mobile home) shall not exceed one-twelfth of 30
percent of 50 percent of Median Income for the Area adjusted for household size in the manner
set forth below.

In adjusting rent for household size, it shall be assumed that one person will occupy a
recreational vehicle, two persons will occupy a single-wide mobile home and three persons will
occupy a multi-sectional mobile home; or as permitted under Section 52102(a) of the California
Health and Safety Code, it shall be assumed that one person will occupy a studio unit, two
persons will occupy a one-bedroom unit, three persons will occupy a two-bedroom unit, four
persons will occupy a three-bedroom unit, and five persons will occupy a four-bedroom unit.

(b) Reserved.

(©) In the event a recertification of such tenant’s income in accordance with paragraph (e)
below demonstrates that such tenant no longer qualifies as a Qualified Resident, the Space occupied by
such Resident shall continue to be treated as a Qualified Space unless and until any Space in the Project
thereafter is occupied by a new tenant other than a Qualified Resident of the applicable category.
Moreover, a Space previously occupied by a Qualified Resident and then vacated shall be considered
occupied by a Qualified Resident of the applicable category until reoccupied, other than for a temporary
period, at which time the character of the Space shall be redetermined. In no event shall such temporary
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period exceed thirty one (31) days. Notwithstanding anything in the Regulatory Agreement to the
contrary, if at any time the number of Qualified Residents falls below the number required by such
Regulatory Agreement, the next available vacant Space shall be rented to a Qualified Resident of the
applicable category.

(d) Immediately prior to a Qualified Resident’s occupancy of a Qualified Space (or prior to
the Closing Date with respect to Spaces previously occupied), the Borrower will obtain and maintain on
file an Income Certification form from each Qualified Resident occupying a Qualified Space, dated
immediately prior to the initial occupancy of such Qualified Resident in the Project (or prior to the
Closing Date in the case of existing Qualified Residents). In addition, the Borrower will provide such
further information as may be required in the future by the State of California, and by the Act, as the same
may be amended from time to time, as requested by the Authority or the Oversight Agent. The Borrower
shall verify the income provided by an applicant with respect to a Space to be occupied after the Closing
Date in the manner described by the Regulatory Agreement.

(e) Annually, the Borrower shall recertify the income of the occupants of such Qualified
Spaces by obtaining a completed Income Certification based upon the current income of each occupant of
the Space. In the event the recertification demonstrates that such household’s income exceeds 140% of
the income at which such household would qualify as a Qualified Resident of the applicable category,
such household will no longer qualify as a Qualified Resident of the applicable category, and the
Borrower either (i) will designate another Qualified Resident and Space in the Project as a Qualified
Resident of the applicable category, and a Qualified Space of the applicable category, respectively, or (ii)
will rent the next available vacant Space to one or more Qualified Residents of the applicable category.

® Each lease or rental agreement pertaining to a Qualified Space occupied after the Closing
Date will contain a provision to the effect that the Borrower has relied on the Income Certification and
supporting information supplied by the Qualified Resident in determining qualification for occupancy of
the Qualified Space, and that any material misstatement in such certification (whether or not intentional)
may be cause for immediate termination of such lease. Each lease or rental agreement will also contain a
provision that failure to cooperate with the annual recertification process reasonably instituted by the
Borrower pursuant to paragraph (e) above will disqualify the Space as a Qualified Space and provide
grounds for termination of the lease. The Borrower agrees to provide the Oversight Agent and the
Authority a copy for the form of application and lease to be provided to prospective Qualified Residents
and any amendments thereto.

(2) In the event, despite Borrower’s exercise of best efforts to comply with the foregoing
provisions of the Regulatory Agreement, the Borrower shall have been out of compliance with any of the
restrictions of the foregoing provisions of such Regulatory Agreement relative to Qualified Residents for
a period in excess of six months, then at the sole option of the Authority the terms of such Regulatory
Agreement shall be automatically extended for the period of non-compliance upon written notice to the
Borrower, the Trustee and the Oversight Agent from the Authority, such extension to relate to the
Qualified Spaces and Qualified Residents as to which such noncompliance relates.

Sale or Transfer of the Project

The Borrower intends to hold the Project for its own account and has no current plans to sell,
transfer or otherwise dispose of the Project, and covenants and agrees not to sell, transfer or otherwise
dispose of the Project, or any portion thereof (other than for individual tenant use as contemplated under
the Regulatory Agreement), without obtaining the prior consent of the Authority and upon satisfaction of
the other requirements of the Regulatory Agreement and the Loan Agreement.
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Term

The Regulatory Agreement and all and several of the terms will become effective upon its
execution and delivery and will remain in full force and effect during the Qualified Project Period, it
being expressly agreed and understood that the provisions are intended to survive the retirement of the
Bonds and expiration of the Indenture, the Loan Agreement and the Note.

Enforcement

If the Borrower defaults in the performance or observance of any covenant, agreement or
obligation of the Borrower set forth in the Regulatory Agreement, and if such default remains uncured for
a period of 60 days after notice thereof shall have been given by the Authority or the Trustee to the
Borrower (provided, however, that the Authority may at its sole option extend such period if the Borrower
provides the Authority with an opinion of Bond Counsel to the effect that such extension will not
adversely affect the exclusion from gross income for federal income tax purposes of interest on the Tax-
Exempt Bonds, and provided further, in the event any default relates to Section 4 of such Regulatory
Agreement and the Borrower is exercising best efforts to comply with such restrictions as determined by
the Authority in its sole discretion, then the cure period described above shall be 6 months and the
Qualified Project Period shall be extended for a like period as provided in such Regulatory Agreement).
If the Borrower fails to cure within the specified period then the Trustee, subject to the provisions of the
Regulatory Agreement and acting on its own behalf or on behalf of the Authority, shall declare an “Event
of Default” to have occurred, and, at its option, may take any one or more of the following steps:

(1) by mandamus or other suit, action or proceeding at law or in equity, require the
Borrower to perform its obligations and covenants under the Regulatory Agreement or enjoin any
acts or things which may be unlawful or in violation of the rights of the Authority or the Trustee
under the Regulatory Agreement;

(i1) have access to and inspect, examine and make copies of all of the books and
records of the Borrower pertaining to the Project; and

(iii) take such other action at law or in equity as may appear necessary or desirable to
enforce the obligations, covenants and agreements of the Borrower under the Regulatory
Agreement.

The Trustee shall have the right, in accordance with the Regulatory Agreement and the provisions
of the Indenture, without the consent or approval of the Authority, to exercise any or all of the rights or
remedies of the Authority under the Regulatory Agreement; provided that prior to taking any such act the
Trustee shall give the Authority written notice of its intended action. All fees, costs and expenses of the
Trustee, the Authority and the Oversight Agent (including, without limitation, reasonable attorneys’ fees)
reasonably incurred in taking any action pursuant to the Regulatory Agreement shall be the sole
responsibility of the Borrower; provided the Trustee will not be obligated to take any action under the
Regulatory Agreement that results in expenses or liability to the Trustee unless it is compensated and
reimbursed for its expenses, including reasonable attorneys’ fees, and indemnified to its satisfaction
against liability.

After the Indenture has been discharged, or if the Trustee fails to act under the Regulatory
Agreement, the Authority may act in its own behalf to declare an “Event of Default” to have occurred and
to take any one or more of the steps specified above to the same extent and with the same effect as if
taken by the Trustee.
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THE BORROWER

Neither the Authority nor the Underwriter have made any independent investigation of the
information presented herein as to the Borrower. Such information has been provided solely by the
Borrower, and neither the Authority nor the Underwriter have verified the accuracy or completeness of
such information, nor do they assume any responsibility or liability therefor.

Organization

The Borrower is a California limited liability company. The Borrower has been formed for the
purpose of owning the Project and other similar mobile home parks.

Augusta Homes, the sole member of the Borrower, is organized exclusively under the California
Nonprofit Public Benefit Corporation Law for charitable purposes. Its specific purpose is to encourage,
preserve, rehabilitate, develop, operate, and maintain decent, safe, sanitary and affordable housing for
very low, low and moderate income persons in the State of California.

The Internal Revenue Service for federal tax purposes establishes the tax-exempt status of the
Borrower based on the tax-exempt status of its sole member, Augusta Homes. Based on the foregoing,
the Borrower is considered by the Internal Revenue Service to be tax-exempt under Section 501(¢c)(3) of
the Tax Code.

Augusta Homes was created to provide affordable housing through the acquisition and
rehabilitation of mobilehome and apartment communities. Augusta Homes’s goals are to encourage and
empower its residents to take an active role in budget and management decisions, provide enhanced
maintenance and services; and to ensure that its communities remain valuable sources of quality
affordable housing.

Augusta Homes received a determination letter from the Internal Revenue Service as to its status
as an organization described in Section 501(c)(3) of the Code on September 24, 1999, and a letter from
the State of California Franchise Tax Board confirming its exemption from State franchise or income tax
on August 26, 1999. The Borrower received a letter from the State of California Franchise Tax Board
dated March 4, 2013 confirming its tax-exemption from the California franchise or income tax as stated in
Section 23701(h) of the California Revenue and Taxation Code. Augusta Homes has agreed to maintain
its Section 501(c)(3) status and its exemption from federal income taxation under the Code.

The Borrower currently owns other mobile home parks in addition to its investment in the
Project. None of the other mobile home parks owned by the Borrower are pledged as security for the
Bonds and the Bondholders have no lien or claim on those parks or their revenues.

Either the Borrower or Augusta Homes may purchase other mobile home parks in the future,
none of which will be pledged as security for the Bonds and the Bondholders will have no lien or claim

on such parks or their respective revenues.

The current Board of Directors of Augusta Homes, the sole member of the Borrower, is as follows
[confirm]:

Board of Directors

Lee C. McDougal, President
Gary T. Limon, Vice President
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Michael Landa, Secretary
Chester K. Britt III, Treasurer

Lee C. McDougal, President. Mr. McDougal retired from his positions as City Manager and
Redevelopment Agency Executive Director for the City of Montclair, in Montclair, California where he
served the residents of the community 1976. In that position, Mr. McDougal served as the Chief
Executive Officer of a full service city and redevelopment agency managing and supervising all
operations of city staff and police and fire personnel. Mr. McDougal is an active member of his
community and has held board positions in thirteen education-, housing-, public safety-, and service-
oriented philanthropic organizations such as the University of California at Riverside Alumni
Association, Montclair Kiwanis Club, Mt. Baldy United Way and the West End Communications
Authority. Mr. McDougal is a member of the Chaffey College Governing Board, University of California
at Riverside Alumni Association pa