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This notebook contains a portion of the "closing transcript" as
provided by Kutak Rock of Denver.

T h e s e a r e t h e F I N A L D O C U M E N T S .

Feel free to make copies of any of the pages for your personal use. It
would be appreciated if you would take precautions not to mistreat
this notebook or the contents as other residents wil l also wish to avai l
themselves of this information. In addition, you are reminded that the
servicing and maintaining of the copier and tiie supplies for the copier
are a cost to the park. A five cent donation per copy is appreciated.

It is hoped that the information contained herein will enable you to
achieve a better understanding of our contractual obligations and of
the potential benefits of a resident organization being responsible for
the operation of the park.
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C L O S I N G I N D E X

Closing Memoranduni and List of Financing Particijp̂ |̂i(Bp:̂ .̂̂ UBsel)i
' Certified copy of Resplution No. 97-1 of CLGFA, adopted February 19, 1997.

( C L G F A ) ■ J

.Certified copy of Resolution No. 27-97 of the City, adopted March 4, 1997. (City)

Certified copy of Resolution No. 97-1 of the Owner, adopted Febrijary 21, 1997.
( O w n e r ) ^

. Certified copy of Resolution No. R-3-97 of the Agency,, udoptoi March 4, 1997.
( A g e n c y ) . a . . ; •

; Certified copy of Resolution No. 97-224 of the PAC, adopted February 24, 1997.
( P A C ) "

Trust Indenture, dated as of March 1, 1997 (the "Indenture"), by and between
CLGFA and the Trustee. (Bond Counsel)

• A

Loan,Agreement, dated as of March 1, 1997 (the "Loan Agreement"), by and among
CLGFA' the Owner and the PAC. (Bond Counsel)

Tlie Notes executed by the Owner. (Bond Counsel)
' Housing Assistance Pledge Agreement and Declaration of Restrictive Covenants,

dated as of March 1, 1997, by and among the Agency, the PAC and the Owner.
(Bond Counsel)

Letter of Determination, dated as of March 1, 1997, made by the Agency. (Agency
Counsel)

M^in Vidley Mobile Country Club Park Delegation Agreement, dated as of March
1, 1997, by and between the Owner and the PAC. (Bond Counsel)

Management Agreement, dated as of March 1, 1997, by and between the PAC and
the Property Manager. (Bond Counsel)

In-Lieu-Of-Tax Agreement, dated as of March 1, 1997, by and among the City, the
PAC and the Owner. (Bond Counsel)
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Deposit Only Aecduiit Agreement, dated as of March 1, 1997, by and among the
Property ManagerjvBanlCiiOPM the PAC and the Trustee. (Bond Counsel)

Capital Improvements Agreement, dated March 13, 1997, and executed by the
Owner and the PAC. (Bond Counsel)

Insurance and Indenmity Agreement, dated as of March 1, 1997, by and among
Financial Security, the PAC and the Owner, (Insurer Counsel)

• . A ' . * "

Indemnity Agreement, dated as of March 1, 1997, by and among CLGFA, the
Owner and the Agency. (Owner Counsel)

Preliminary Offering Statement, dated March 5, 1997. (Bond Counsel)

Rule 15c2-12 Certificate. (Bond Counsel)

Final Offering Statement, dated March 10, 1997. (Bond Counsel)

Final Private Placement Memorandum, dated March 12, 1997. (Bond Counsel)

Purchase Contract, dated March 10, 1997, by and between the Owner and Sutro &
Co. Incorporated, as representative of the underwriters (the "Underwriter"), together
with Park Acquisition Corporation of Marin Valley Mobile Country Club Letter of
Representation and California Local Government Finance Authority Letter of
Representation. (Bond Counsel)

Continuing Disclosure Agreement relating to the Senior Bonds, dated as of March
1, 1997. (Bond Counsel)

Continuing Disclosure Agreement relating to the Subordinate Bonds, dated as of
March 1, 1997. (Bond Counsel)

Specimen Bonds. (Bond Counsel)

Initial Loan Payment Schedule. (Insurer Counsel)

Certified copy of Joint Powers Agreement, dated as of July 1, 1993. (CLGFA)

Incumbency and Signature Certificate. (Bond Counsel)

Closing Certificate of CLGFA. (Bond Counsel)

Tax Compliance Certificate. (Bond Counsel)
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32. Form 8038-G. (Bond Counsel)

33. Plan of Inquiry. (CLGFA Financial Advisor)

34. Fee Letter. (CLGFA)

35. Certified copy of the Joint Exercise of Powers Agreement, dated October 15, 1996,
as amended on November 4, 1996, by and between the City and the Agency.
(Owner)

36. Instnictions to the Trustee. (Bond Counsel)

37. Requisition to the Trustee to pay Costs of Issuance. (Bond Counsel)

38. Requisition to the Trustee to pay Purchase Price. (Bond Counsel)

39. Incumbency and Signature Certificate. (Bond Counsel)

40. Closing Certificate of Owner. (Bond Counsel)

41. Deferred Fee Letter. (Owner Counsel)

42. Incumbency and Signature Certificate. (Bond Counsel)

43. Closing Certificate of Agency. (Bond Counsel)

44. Incumbency and Signature Certificate. (Bond Counsel)

45. Certified copy of the PAC's Articles of Incorporation and Bylaws. (PAC Counsel)

46. Certificate of Good Standing. (PAC Counsel)

47. Closing Certificate of the PAC. (Bond Counsel)

48. Incumbency and Signature Certificate. (Bond Counsel)

49. Certified copy of Ordinance No. 1341 of the City. (City)

50. Affidavit of Publication of Public Hearing. (City)

51. Certified Copy of Minutes of Public Hearing. (City)

52. Certified Copy of Public Approval Resolution. (City)
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53. Incumbency and Signature Certificate. (Bond Counsel)

54. Closing Certificate of the Property Manager. (Bond Counsel)

55. Initial Capital Plan. (Property Manager)

56. Initial Operating Budget. (Property Manager)

57. Evidence of Insurance as required by Section of 9(j)(vii) of the Purchase Contract.
(Property Manager)

58. An Appraisal Report of the Project prepared by Palmer Groth & Pietka, Inc.

59. Phase I Environmental Assessment prepared by Dames & Moore.

60. Deferred Consultant Cost Letter. (PAC Counsel)

61. Incumbency and Signature Certificate. (Tmstee Counsel)

62. Closing Certificate of Trustee. (Bond Counsel)

63. Trustee's Receipt of Purchase Price. (Bond Counsel)

64. Fee Letter. (Trustee)

65. Receipt of the Underwriter. (Bond Counsel)

66. Blue Sky Memoranda. (Bond Counsel)

67. Municipal Bond Insurance Policy. (Financial Security)

68. Closing Certificate of Financial Security. (Financial Security)

69. Qualified Guarantee Certificate of Financial Security. (Financial Security)

70. Certificate as to Official Statement. (Financial Security)

71. Waiver letter regarding property insurance provider. (Insurer Counsel)

72. Rating Letters from Moody's and Standard & Poor's. (Financial Security)

73. Premium Letter, dated March 13, 1997, from Financial Security to the Owner,
acknowledged by the Owner. (Insurer Counsel)
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l A . Approving Opinion of Bond Counsel relating to the Senior Bonds. (Bond Counsel)
75 . Approving Opinion of Bond Counsel relating to the Subordinate Bonds. (Bond

Counsel)

76 . Reliance Letters of Bond Counsel to the Underwriter, CLGFA, Owner, Trustee and
Financial Security. (Bond Counsel)

7 7 . Supplemental Opinion of Bond Counsel to the Underwriter, Financial Security and
CLGFA. (Bond Counsel)

78 . Opinion of Trustee's Counsel. (Trustee Counsel)

79 . Opinion of Bond Counsel with respect to CLGFA. (Bond Counsel)

8 0 . Opinion of Bond Counsel to Financial Security with respect to certain real estate
matters. (Bond Counsel)

8 1 . Opinion of Owner Counsel. (Owner Counsel)

8 2 . Opinion of City Counsel. (City Counsel)

83 . Opinion of Agency Counsel. (Agency Counsel)

8 4 . Opinion of PAC Counsel. (PAC Counsel)

8 5 . Opinion of Property Manager Counsel. (Property Manager Counsel)

86 . Opinion of Bond Counsel to Underwriter, CLGFA and Financial Security required
by Section (9)(j)(xviii). (Bond Counsel)

8 7 . Opinion of Associate General Counsel to Financial Security. (Kevin J. Lyons, Esq)
88 . Opinion of Special Counsel re: Ad Valorem Tax Status. (Special Counsel)

89. Opinion of Special Counsel re: Rent Control Ordinance. (Special Counsel)

9 0 . Agreement for Exchange of Real Property, as amended, between the Owner and the
Sades (the "Seller"). (Owner)

9 1 . Purchase Agreement, dated as of February 21, 1997, by and between the PAC and
the Owner. (City Counsel)

: >
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92. Grant Deed from the Seller to the Owner, together with Certificate of Acceptance
by the Owner (recorded with the Marin County Recorder). (PAC Counsel)

93. Deed of Trust, Assignment of Leases and Rents, Security Agreement and Fixture
Filing, dated as of March 1, 1997 (the "Mortgage"), by and among the Owner, the
Trustee and Consolidated Title Services Inc. (Insurer Counsel)

94. Assignment of Rental Agreements from the Seller to the PAC. (City Counsel)

95. Assignment of Rental Agreements from the PAC to the Owner. (City Counsel)

96. UCC-1 Financing Statements. (Insurer Counsel)

97. Title Insurance Policy. (Insurer Counsel)

98. Blanket Letter of Representations to The Depository Trust Company. (Bond Counsel)

99. Preliminary and Final CDAC Reports. (Bond Counsel)

100. Appraiser's Consent Letter. (Bond Counsel)

101. Property Manager's Consent Letter. (Bond Counsel)

102. Subordinate Bondholder Investor Letter. (Bond Counsel)

103. Investment Agreement.

1 0 4 . G I C B r o k e r C e r t i fi c a t e .

105. Investment Agreement Provider's Certificate.

106. Opinion of Counsel to Investment Agreement Provider.

107. Opinion of Foreign Counsel to Investment Agreement Provider.

1 0 8 . C o n s e n t o f F S A .
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I N D E M N l ' l Y A G R E E M E N T

a m o n g

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y

a n d

REDEVELOPMENT AGENCY OF THE CITY OF NOVATO

a n d

N O VAT O F I N A N C I N G A U T H O R I T Y

Dated as of March 1,1997

SF\970560053



I N D E M N I T Y A G R E E M E N T

This Indemnity Agreement (the "Agreement") is made and entered into as of March 1, 1997
among the California Local Government Finance Authority ("CLGFA"), a joint powers authority duly
organized and existing under the laws of the State of California and the Redevelopment Agency of the
Qty of Novato (the "Agency"), a public agency duly organized and existing under the Constitution and
the laws of the State of California, and the Novato Financing Authority (the "Authority"), a joint
powers authority duly organized and existing under the laws of the State of California.

r e c i t a l s

WHEREAS, CLGFA is authorized by the Marks-Roos Local Bond Pooling Act of 1985, as
amended at (California Government Code Sections 6584 et seq.). a resolution adopted by CLGFA on
February 19,1997 and the terms of the Trust Indenture dated as of March 1,1997 (the "Indenture") by
and between CLGFA and the First Trust of California, National Association (the "Trastee") to issue
$15,485,000 aggregate principal amount of Senior Revenue Bonds, Series 1997A (Marin Valley
Mobile Country Club Park Acquisition Project), Issued for the Benefit of die Novato Financing
Authority (California), Facilitated by the California Local Government Finance Authority (the "Senior
Bonds"), and $ 1,585,000 aggregate principal amount of Subordinate Revenue Bonds, Series 1997B
(Marin Valley Mobile Country Club Park Acquisition Project), Issued for the Benefit of the Novato
Financing Authority (California), Facilitated by the California Local Government Finance Authority
(the "Subordinate Bonds") (collectively, the "Bonds"); and

WHEREAS, the proceeds of the Bonds will be loaned to the Authority to be used to acquire
the real and personal property (other than the mobile homes and other personal property located
thereon owned by private parties) located within the City of Novato and known as the Marin Valley
Mobile Country Club Park (the "Project"); and

WHEREAS, the Agency will be pledging a portion of its Housing Set-Aside Revenues (as
defined in the hereinafter mentioned Indenture) to provide additional security for the Subordinate
Bonds; and

WHEREAS, the Agency and the Authority desire to assist CLGFA in connection with the
issuance of the Bonds in part by indemnifying CLGFA in connection witii the issuance of the Bonds as
hereinafter provided;

Now therefore in consideration of the mutual covenants herein contained, it is agreed by and
among the parties hereto as follows:

a g r e ^ m e n i

1. The Agency and the Authority hereby covenant and agree to indemnify CLGFA as
f o l l o w s :
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(a) The Agency and the Authority will protect, indemnify and save CLGFA and its
respective members, directors, officers, agents and employees (each, an "Indemnified Party")
harmless from and against all liability, losses, damages, costs, expenses (including reasonable
attorneys' fees), taxes, causes of action, suits, claims, demands and judgments of any nature or
form (each, a "Claim"), by or on behalf of any person arising in any manner from the
Subordinate Bonds or arising in any manner in connection with the Project or the operation,
financing or refinancing of the Project during the term of the Subordinate Bonds, including,
without limiting the generality of the foregoing. Claims arising from (i) the woric done on the
Project or the operation of the Project, including, without limitation, any liability for any loss or
damage to property or any injury to or death of any person that may be occasioned by any
cause whatsoever pertaining to the Project, (ii)any violation of contract, agreement or
restriction relating to the Project or the Subordinate Bonds, (iii) any violation of law, ordinance
or regulation affecting the Project or any part thereof or the ownership or occupancy or use
thereof, (iv) the issuance, offering, sale, delivery, disclosure to investors or the market relating
to, or payment of the Subordinate Bonds or the interest thereon, or (v) any written statements
or representations made by any underwriter or any other party to any purchaser of or investor in
the Subordinate Bonds or to any other person or aitity with respect to the Agency, die
Authority, the Project, CLGFA, the Trustee or the Bonds, including, but not hmrted to,
statements or representations of fact or financial information except with respect to information
provided by CLGFA and any statements made by CLGFA.

(b) The Agency and the Authority are obligated to perform as described in (a) of
this Section:

(i) only after the Indemnified Party (as defined below) has tendered a
claim or suit to the PAC or its successor and the PAC or its successor declines to
accept the tender or fails to perform as required under Article XI of the Delegation
Agreement, and the Indemnified Party dien tenders such claim to the provider of the
insurance described in l(c)(i) below, or

(ii) where the PAC no longer exists, tmly if the Indemnified Party tenders
such claim to the provider of the insurance described in l(c)(i) below.

(c) The Agency's obligations under subsection (a) of this section are further limited
t o :

(i) the extent to which any insurance obtained for the hidemnified Party
does not pay for, or does not indemnify the Indemnified Party for, any Claim covered
by the Agreement, and the extent to which the Authority does not possess sufficient
revenues from the Project to meet its indemnification obligations under 1(d) below, and

(ii) funds set aside by the Agency pursuant to Section 33334.2 of the
Health and Safety Code of the State of Cahfomia ("Funds"), but on a subordinate basis
to the pledge of such funds to the payment of the Subordinate Bonds; provided nothing
herein prevents the Agency from expending or committing to expend Ae Ftmds during
the thai current fiscal year prior to CLGFA notifying the Agency of a Claim pursuant
to subsection (e) of this Section, or requires the Agency to use any other tax increment
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moneys or other funds to fulflll its obligations under this Section; and, provided further,
that such obligation to pay any amount from the Funds shall, to the extent legally
permissible, survive any applicable statute of limitations and not require any further
action on the part of CLGFA.

(d) The Authority's obligations under subsection (a) of this section are further
l imited to:

(i) the extent to which any insurance provided by the Authority for the
Indemnified Party does not pay for, or does not indemnify the Indemnified Party for,
any Claim covered by the Agreement, and

(ii) the Authority's revenues from the Project after the Authority's
obligations set forth in the Indenture and the Loan Agreement are satisfied.

(e) Promptly after receipt by an Indemnified Party of notice of the commoicement
of any action in respect of which indeninification may be sought pursuant to subsection (a) of
this Section, the Indemnified Party in respect of whidi indemnification may be sought shall
promptly notify the Agency and the Authority in writing of such action and provide the Agency
and the Authority with a reasonable opportunity to respond to the complaint, petition or other
filing commencing such action and to otherwise properly conduct a defense of such action.
The failure to so notify the Agency and the Authority, or to otherwise so provide an opportunity

^ to conduct a defense, shall relieve the Agency and the Authority of dieir respective obligationsto defend, indemnify and hold the Indemnified Parties hâ ess under this Agreement;
provided, however, that such a failure shall not relieve the Agency or the Authority from any
other liability whidi it may have to any Indemnified Party otherwise than under this Agreement
nor affect any rights it may have otherwise than under this Agreement to participate in and/or
assume the defense of any action brought against any Indemnified Party. In case such action is
brought against any Indemnified Party, and it notifies the Agency and the Authority of the
commencement thereof, the Agency and the Authority will be entitled to control the
investigation, defense (including the employment of counsel reasonably satisfactory to such
Indemnified Party), and negotiation of a settlement thereof. Any one or more of the
Indemnified Parties shall have the right to employ separate counsel in any such action and to
participate in the defense thereof, if the Indemnified Party reasonably determines that a conflict
of interest exists between such party and the Agency or the Authority in connection with such
action, hi such event, the Agency and the Authority shall pay the reasonable fees and expenses
of the minimum number of such separate counsel necessary to resolve the conflict If no such
conflict exists, the Agency and the Authority may select counsel to defend the Indemnified
Party with the Indemnified Party's consent, which consort shall not be unreasonably withheld.
The Agency and the Authority shall not be liable for any settlement of any such action elBfected
without its reasonable consent, but if settled with the consent of the Agency and the Authority
or if there be a final judgment for the plaintiff m any such action as to whidi the Agency has
received notice in writing as hereinabove required, the Agency and the Authority agree to
indemnify and hold harmless the Indemnified Party from and against any loss or liability by
reason of such settlement or judgment to the extent provided in subsection (b) above; and
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^ (f) Notwithstanding the previous provisions of this Section, the Agency and the
Authority shall not be liable for or obligated to indemnify or hold CLGFA and its members,
directors, delegates, officers, agent and employees, harmless against any loss or damage to
property or injury or death to any person or any other loss or liability if such loss, damage,
liability, injury or death results fi-om the gross negligence or willful misconduct of CLGFA or
its members, directors, delegates, officers, agents or employees; provided, however, that the
foregoing limitation on the obligations of the Agency and the Authority shall not ̂ ply where
the gross negligence or willful misconduct of CLGFA is the result of, or amounts to, an action
taken in good faith.

(g) In the event that a Claim is asserted against any Indemnified Party, but
indemnification from such Claim be not available to such Indemnified Party under the terms of
this Agreement, such Indemnified Party shall be ^titled hereunder to obtain contribution from
the Agaicy or the Authority.

2. Hiis Agreement will survive the termination of the Pledge Agreement and the
discharge of die hidenture and the Loan Agreement.

3. This Agreement shall not be assigned, transferred, hypothecated, or pledged by die
Authority or the Agency without prior written consent of CLGFA.

4. This Agreement may be amended at any time, but only by a writing signed by each of

^ the parties hereto.
5. The waiver by CLGFA of a breach by the Agency or the Authority of any provision of

this Agreement shall not constitute a continuing waiver or a waiver of any subsequent breach either of
the same or a different provision of this Agreement.

6. This Agreement supersedes any and all other agreements either oral or in writing
among CLGFA, the Agency and the Authority with respect to the subject matter hereof and contains all
of the covenants and agreements between the parties with respect to such matter. Each party to this
Agreement acknowledges that no representations, inducements, promises or agreements, orally or
otherwise, have been made by any party, or anyone acting on behalf of any party, wMch are not
embodied herein, and that no other agreement, statement, or promise not contained in this Agreement
shall be valid and binding.

7. This Agreement and all matters relating to it shall be govemed by the laws of the State
of CaUfomia.

8. This Agreement shall be binding upon the successors, assigns, or transferees of
CLGFA, the Agency and the Authority, as the case may be. This provision shall not be construed as an
authorization to assign, transfer, hypothecate, or pledge this Agreement other than as provided above.

9. Should any part of this Agreement be declared unconstitutional, invalid, or beyond the
authority of the parties hereto to enter into or carry out, such decision shall not affect the validity of the

^ remainder of this Agreement, which shall continue in full force and effect; provided that, the remainder
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of this Agreement can, absent the excised poition, be reasonably interpreted to give effect to the
intentions of the parties.

10. Capitalized terms used herein and not otherwise defined shall have the meanings
assigned to such terms in the Indenture.

11. Under no circumstances shall the City of Novato, or its officers, agents, employees or
representatives, or the officers, agents, employees or representatives of the Agency or Authority be
litible under this Agreement.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date first
wr i t ten above.

CALIFORNIA LOCAL GOVERNMENT FINANCE
A U T H O R I T Y

R E D E V E L O P M E N T ^ G E N C Y O F T H E C I T Y
O F N O VAT O

Audiorized Officer

N O VAT O H N A N Q I N G A U T H O R I T Y

Autiiorized Officer
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of this Agreement can, absent the excised portion, be reasonably interpreted to give effect to die
intentions of the parties.

10. Capitalized terms used herein and not otherwise defined shall have the meanings
assigned to such terms in the Lidenture.

11, Under no circumstances shall the Qty of Novato, or its officers, agents, employees or
representatives, or the officers, agents, employees or representatives of the Agency or Authority be
liable imder this Agreement

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date first
written above.

CALIFORNIA LOCAL GOVERNMENT FINANCE
A U T H O R I T Y

Authorized Officer

R E D E V E L O P M E N T A G E N C Y O F T H E C I T Y
OFNO>^CfO

Authorized Officer

Authorized Officer
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RULE 15c2-12 CERTIFICATE FOR
P R E L I M I N A R Y O F F E R I N G S TAT E M E N T

The undersigned hereby certifies and represents to Sutro & Co., Incorporated and George
K. Baum & Company (collectively, the "Underwriters") that the undersigned is duly qualified
to execute and deliver this Certificate on behalf of the Novato Financing Authority (the
"Owner"), and further certify on behalf of the Owner to the Underwriters as follows:

(1) This Certificate is delivered to enable the Underwriters to comply with
Rule 15c2-12, as amended, under the Securities Exchange Act of 1934 (the "Rule") in
connection with the offering and sale of the $15,450,000 Senior Revenue Bonds, Series
1997A (Marin Valley Mobile Country Club Park Acquisition Project), Issued for the
Benefit of Novato Financing Authority (California), Facilitated by the California Local
Government Finance Authority (the "Bonds").

(2) In connection with the offering and sale of the Bonds, there has been
prepared a Preliminary Offering Statement setting forth information concerning the Bonds
and the Owner (the "Preliminary Offering Statement").

(3) As used herein, "Permitted Omissions" shall mean the offering price(s),
interest rate(s), selling compensation, aggregate principal amount, principal amount per
maturity, delivery dates, ratings and other terms of the Bonds depending on such matters,
all with respect to the Bonds.

(4) The information included in the Preliminary Offering Statement is deemed
final within the meaning of the Rule as of this date except for Permitted Omissions.

(5) If, at any time prior to the formal award of the Bonds to the Underwriters,
any event occurs as a result of which the Preliminary Offering Statement might include
an untrue statement of a material fact with respect to the Owner or omit to state any
material fact with respect to the Owner necessary to make the statements therein, in light
of the circumstances under which they were made, not misleading, the Owner shall
promptly notify the Underwriters thereof.
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IN WITNESS WHEREOF, I have hereunto set my hand this 5th day of March, 1997.

N O V A T O F I N A N C I N G A U T H O R I T Y

N a m f t ( 3 ^ ^ / V ?
T i t l e : C

[Signature Page to Rule 15c2-12 Certificate for the Preliminary Offering Statement]
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N E W I S S U E R A T I N G S : U N R A T E D

In the opinion of Kutdk Rock, Bond Counsel, under existing statutes, regulations, rulings and judicial decisions, and assuming the accuracy of certain
representations and compliance with certain covenants and requirements descried herein, interest on the Bonds is excluded from gross income for feder̂  incometax purposes and is exempt from State of CaUfomia personal income taxes. Interest on the Bonds is not a specific preference item for purposes of the federal
alternative minimum tax imposed on individuals and corporations, although Bond Counsel observes that it is included in adjusted current earnings in calculating
corporate alternative minimum taxes. See 'TAX MATTERS' herein.

$ 1 ^ , 0 0 0
SUBORDINATE REVENUE BONDS, SERIES 1997B

(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)
Issued fo r the Benefi t o f

N O VATO F I N A N C I N G A U T H O R I T Y ( C A L I F O R N I A )
Facilitated by the

California Local Government Finance Authority
D a t e d : D a t e o f D e l i v e i y D u e : O c t o b e r 1 , 2 0 2 4

The Bonds will be issued as a separate single authenticated Bond and purchases will be made in principal amounts of $100,000 and integral multiples of
$5,000 in excess of $100,000. Interest on the Bonds is payable semiannually on April 1 and October 1 of each year, commencing October 1,1997; and such interest
and the principal payments are payable by First Trust of California, National Association, as trustee (the "Trustee").

The Bonds are being issued for the purpose of loaning to the Novato Financing Authority (the "Owner") the proceeds of the Bonds, together with the
proceeds of the Senior Revenue Bonds, Series 1997A (Marin Valley Mobile Country Club Park Acquisition Project), being issued concurrently with the Bonds in
the aggregate principal amount of $15,485,000 (the "Senior Bonds"), to enable the Owner to permanently finance the acquisition of certain real property constituting
the Marin Vallw Mobile Country Club Park (the "Project"), a 315-space mobile home park located in the City of Novato, California and any structures, site
improvements, tacilities and fixtures on the Project (exclusive of any owner-occupied mobile homes thereon) (the "Improvements"). Proceeds from the Bonds willalso be used to (a) fund the Subordinate Debt Service Reserve Fund, (b) fund a d^osit into the Replacement Reserve Fund, (c) fund the initial d^osit into the
Subordinate Pledged Funds Account and (d) pay certain costs of issuance. The Owner anticipates transterring all of its right, title and interest in the Project to a yet-to-
be-incorporated 501(c)(3) corporation (the "Corporation"), at which time all of the duties and obligations ofthe Owner with reroect to the Project and the Bonds will
be assigned to the Corporation. Prior to such transfer of the Project to the Corporation, certain ofthe duties and obligations of the Owner relating to the Bonds and
the Project will be delegated to the Park Acquisition Corporation of Marin Valley Mobile Country Club Park (the "PAC") pursuant to a Delegation Agreement dated
as of March 1, 1997 (the "Delegation Agreement") by and between the PAC and the Owner, including the retention of a property manager at all times for the Project.
The PAC is a California nonprofit mutual benefit corporation created and controlled by the residents of the Project.

The Bonds are subject to optional, mandatory and extraordinary redemption prior to their respective maturity dates as described herein. See "THE BONDS"
h e r e i n .

The Bonds are being issued pursuant to a Trust Indenture dated as of March 1, 1997 (the "Indenture") between the California Local Government Finance
Authority ("CLGFA") and the Trustee. The Bonds are special obligations of CLGFA, payable solely from 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 the revenues, assets and moneys
pledged therefor under the Indenture. Except as specifically provided in the Indenture, the Senior Bonds are superior to and have priority over the Bonds, and the
Bonds are junior and subordinate to the Senior Bonds. See "SECURITY FOR THE BONDS" herein.

N E I T H E R T H E F A I T H A N D C R E D I T N O R T H E T A X I N G P O W E R O F T H E S T A T E O F C A L I F O R N I A N O R A N Y P O U H C A L
CORPORATION OR SUBDIVISION OR AGENCY THEREOF, NOR THE FAITH AND CREDIT OF CLGFA, THE OWNER, THE REDEVELOPMENT
AGENCY OF THE CITY OF NOVATO (THE "AGENCY"), THE CITY OF NOVATO (THE "CITY"), OR THE MEMBERS OF CLGFA, IS PLEDGED
TO THE PAYMENT OF THE PRINCIPAL OF OR INTEREST ON THE BONDS. NONE OF THE STATE OF CALIFORNIA, ANY POLITICAL
SUBDIVISION THEREOF, THE OWNER, THE AGENCY, THE CITY, AND THE MEMBERS OF CLGFA (EXCEPT CLGFA, TO THE UMITED
EXTENT OF THE ASSIGNMENT OF SUBSTANTIALLY ALL OF ITS RIGHT, TITLE AND INTERESTT IN THE LOAN AGREEMENT AS SET
FORTH IN THE INDENTURE) SHALL IN ANY EVENT BE UABLE FOR THE PAYMENT OF THE PRINCIPAL OF, PREMIUM (IF ANY) OR
INTEREST ON THE BONDS OR FOR THE PERFORMANCE OF ANY PLEDGE, OBUGATION OR AGREEMEm OF ANY KIND WHATSOEVER
OF CLGFA, AND NONE OF THE BONDS OR ANY OF CLGFA'S AGREEMENTS OR OBUGATIONS SHALL BE CONSTRUED TO CONSTITUTE
A N I N D E B T E D N E S S O F O R A P L E D G E O F T H E FA I T H A N D C R E D I T O F O R A L O A N O F T H E C R E D I T O F A N Y O F T H E F O R E G O I N G W I T H I N
T H E M E A N I N G O F A N Y C O N S T I T U T I O N A L O R S T A T U T O R Y P R O V I S I O N S W H A T S O E V E R . T H E B O N D S A R E S P E C I A L O B U G A T I O N S O F
CLGFA AND DO NOT CONSTITUTE A DEBT OR UABIUTY OF THE OWNER, THE AGENCY, THE CITY, THE STATE OF CALIFORNIA OR
ANY POUTTCAL SUBDIVISION THEREOF, AND NEITHER THE OWNER, THE CITY, THE AGENCY, THE STATE NOR ANY OF ITS POLITICAL
S U B D I V I S I O N S I S U A B L E T H E R E O N N O R I N A N Y E V E N T S H A L L T H E B O N D S B E PAYA B L E O U T O F A N Y F U N D S O R P R O P E R T I E S O T H E R
THAN THE REVENUES, ASSETS AND MONEYS PLEDGED UNDER THE INDENTURE. THE OWNER, THE AGENCY AND CLGFA HAVE NO
T A X I N G P O W E R .

T H E B O N D S A R E N O T I N S U R E D O R G U A R A N T E E D B Y A N Y P E R S O N .

Maturity Schedule
$1,585,000 7.50% Term Bonds Due October 1, 2024—Price 100%

THERE HAS NOT BEEN AN APPLICATION MADE TO ANY CREDIT RATING AGENCY FOR A RATING ON THE BONDS, NOR IS ANY SUCH
A P P L I C AT I O N C U R R E N T LY P L A N N E D . A N I N V E S T M E N T I N T H E B O N D S I N V O LV E S A S U B S TA N T I A L E L E M E N T O F R I S K . S E E " R I S K FA C T O R S "
H E R E I N . P R O S P E C T I V E P U R C H A S E R S O F T H E B O N D S S H O U L D M A K E S U C H I N V E S T I G AT I O N S A N D O B TA I N S U C H A D D I T I O N A L I N F O R M AT I O N
A S T H E Y D E E M A D V I S A B L E I N C O N N E C T I O N W I T H E VA L U AT I O N O F T H E S U I TA B I L I T Y O F T H E B O N D S F O R I N V E S T M E N T.

T H E B O N D S A R E B E I N G O F F E R E D TO I N S T I T U T I O N A L I N V E S TO R S O N LY. T H E R E A R E C E RTA I N R I S K S TO A N I N V E S T M E N T I N T H E
BONDS. THE BONDS HAVE NOT BEEN REGISTERED OR QUALIFIED UNDER THE SECURTTIES LAWS OF ANY STATE AND THE BONDS WILL
BE "RESTRICTED SECURITIES" AS DEFINED IN RULE 144, 17 C.F.R. § 230.144, PROMULGATED PURSUANT TO THE SECURITIES ACT OF 1933,
AS AMENDED (THE "ACT"). NO BOND MAY BE SOLD, ASSIGNED OR OTHERWISE TRANSFERRED UNLESS FT IS SO REGISTERED AND
QUALIFIED OR UNLESS AN EXEMPTION FROM SUCH REGISTRATION AND QUALIFICATION IS AVAILABLE. PURCHASERS OR TRANSFEREES
OF THE BONDS SHALL BE DEEMED TO HAVE REPRESENTED AND WARRANTED THAT THEY ARE A "QUALIFIED INSTTTUTIONAL BUYER,"
A S D E F I N E D I N R U L E 1 4 4 A P R O M U L G AT E D U N D E R T H E A C T A N D M U S T E X E C U T E A N I N V E S TO R L E T T E R A S D E S C R I B E D H E R E I N . S E E " R I S K
F A C T O R S " H E R E I N .

This cover page contains certain information for general reference only. It is not intended as a sununary of this transaction. Investors are advised to read
the entire Private Placement Memorandum to obtain information essential to making an informed investment decision.

The Bonds are being offered, if issued by CLGFA and accepted by the initial purchaser thereof, subject to the approval of legality by Kutak Rock, Bond
Counsel, and certain other conditions. Certain legal matters will be passed upon for CLGFA by Kutak Rock; for the Owner try Nossaman, Guthner, Knox & Elliott,LLP, San Francisco, CaUfomia; for the Agen̂  by McDonough, Holland and Alien, Sacramento, CaUfomia; and for the PAC by David Kenyan, Esq. Kutak Rock
is also serving as Special Counsel m connection with the preparation ofthe Private Placement Memorandum. In addition, the Gty of Novato is being represented
by its counsel, Walter A Pistole, Sonoma, CaUfomia. P.A. Moon & Company, Inc., is serving as the Financial Athdsor and Project Manager to the PAC;
E. Wagner & Associates, Inc., is serving as the Financial Advisor to the City of Novato, the Redevelopment Agency ofthe City of Novato and the Owner; and American
Govemment Financial Services Company is serving as the Financial Advisor to CLGFA. It is expected tiuU the Bonds in definitive form wUl be avaUablefor delivery
to the initial purchaser thereof on or about March 13, 1997.

S u t r o & C o . I n c o r p o r a t e d , P l a c o n e n t A g e n t G e o r g e K . B a u m & C o m p a n y , P l a c o n e n t A g e n t

Dated : March 12 , 1997 .



No dealer, broker, sales person or other person has been authorized by the Placement Agent or the Owner
to give any information or to make any representations other than those contained in this Private Placement
Memorandum; and, if given or made, such odier information or representations must not be relied upon as having
been authorized by either of the foregoing.

This Pr ivate Placement Memorandum does not const i tute an offer to sel l or the sol ic i tat ion of an offer to

buy, nor shall there be any sale of, the Bonds by any person in any jurisdiction in which it is unlawful for such
person to make such an offer, solicitation or sale. This Private Placement Memorandum is not to be construed as
a contract with the purchasers of the Bonds.

The information set forth herein has been obtained from the Owner and other sources which are believed
to be reliable, but it is not guaranteed as to accuracy or completeness, and is not to be construed as a representation
of such by the Placement Agent. The information and expressions of opinion herein are subject to change without
notice, and neither the deliveiy of this Private Placement Memorandum nor any sale made hereimder shall, imder
any circumstances, create any implication that there has been no change in the affairs of the Owner, the Agency
or the Project since the date hereof.

Th is Pr iva te P lacement Memorandum is submi t ted in connec t ion w i th the sa le o f the Bonds re fe r red to

herein, and it may not be reproduced or used, in full or in part, for any other purpose.

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED. IN REUANCE UPON AN EXCEPTION FROM THE REGISTRATION REQUIREMENTS
CONTAINED IN SUCH ACT, THE BONDS HAVE NOT BEEN REGISTERED OR QUALIFIED UNDER THE
S E C U R I T I E S L A W S O F A N Y S T A T E A N D T H E B O N D S W I L L B E " R E S T R I C T E D S E C U R I T I E S " A S
DEFINED IN RULE 144, 17 C.F.R. § 230.144, PROMULGATED PURSUANT TO THE SECURITIES ACT
OF 1933, AS AMENDED (THE "ACT"). NO BOND MAY BE SOLD, ASSIGNED OR OTHERWISE

^ TRANSFERRED UNLESS IT IS SO REGISTERED AND QUALIFIED OR UNLESS AN EXEMPTION FROM
SUCH REGISTRATION AND QUAUHCATION IS AVAILABLE. PURCHASERS OR TRANSFEREES OF
THE BONDS SHALL BE DEEMED TO HAVE REPRESENTED AND WARRANTED THAT THEY ARE A
"QUAIJFIED INSTITUTIONAL BUYER," AS DEFINED IN RULE 144A PROMULGATED UNDER THE ACT
AND MUST EXECUTE AN INVESTOR LETTER AS DESCRIBED HEREIN.

THE BONDS ARE EXEMPT FROM THE SECONDARY MARKET DISCLOSURE PROVISIONS OF
SECURITIES AND EXCHANGE COMMISSION RULE 15c2-12, AS AMENDED, PURSUANT TO
PARAGRAPHS (d)(a)(i) OF THE RULE, BECAUSE THE BONDS ARE BEING ISSUED IN MINIMUM
DENOMINATIONS OF $100,000 AND ARE BEING SOLD TO NO MORE THAN 35 PERSONS, EACH OF
W H O M T H E P L A C E M E N T A G E N T R E A S O N A B L Y B E L I E V E S H A S S U C H K N O W L E D G E A N D
EXPERIENCE IN FINANaAL AND BUSINESS MATTERS THAT IT IS CAPABLE OF EVALUATING THE
MERITS AND RISKS OF THE PROSPECTIVE INVESTMENT AND IS NOT PURCHASING FOR MORE
THAN ONE ACCOUNT OR WITH A VIEW TO DISTRIBUTING THE SECURITIES. THE OWNER, THE
PAC AND THE AGENCY HAVE COVENANTED TO PROVIDE ONLY DISCLOSURE INFORMATION AS
DESCRIBED HEREIN IN APPENDIX F AND HAVE NOT COVENANTED TO PROVIDE ANY DISCLOSURE
I N F O R M A T I O N O N A N Y O N G O I N G B A S I S T O A N Y N A T I O N A L L Y R E C O G N I Z E D M U N I C I P A L
SECURITIES INFORMATION REPOSITORY OR ANY OTHER PERSON.



TA B L E O F C O N T E N T S

I N T R O D U C T O R Y S T A T E M E N T 1
E S T I M A T E D S O U R C E S A N D U S E S O F F U N D S 5
T H E B O N D S 6
D E B T S E R V I C E S C H E D U L E 1 0
P R O J E C T E D P R O J E C T F I N A N C I A L P R O F O R M A S 1 2
S E C U R I T Y F O R T H E B O N D S 1 3
S U M M A R Y O F T H E P L E D G E A G R E E M E N T 2 1
R I S K F A C T O R S 2 3
T H E O W N E R 2 8
T H E P R O J E C T 2 9
S U M M A R Y O F T H E R E N T A D J U S T M E N T O R D I N A N C E 3 2
T H E P A C 3 6
T H E P R O P E R T Y M A N A G E R 3 6
T H E R E D E V E L O P M E N T A G E N C Y O F T H E C F T Y O F N O V A T O 3 6
C O N S I D E R A T I O N S A F F E C T I N G R E D E V E L O P M E N T A G E N C I E S 4 0
U M i r A T I O N S O N E N F O R C E A B I U T Y O F R E M E D I E S 4 4
A B S E N C E O F U T I G A T I O N 4 5
T A X M A T T E R S 4 5

A P P R O V A L O F L E G A U T Y 4 6
P R I V A T E P L A C E M E N T 4 6
H N A N a A L A D V I S O R S 4 6
U M I T E D C O N T I N U I N G D I S C L O S U R E 4 6
M I S C E L L A N E O U S 4 7

APPENDIX A— Certain Definitions And Summaiy Provisions of the Legal Documents A-1
A P P E N D I X B — P r o p o s e d F o r m o f t h e O p i n i o n o f B o n d C o u n s e l B - 1
APPENDIX C— Audited Financial Statements of the Redevelopment Agency of the City of

N o v a t o f o r F i s c a l Y e a r E n d i n g J u n e 3 0 , 1 9 9 6 C - 1
A P P E N D I X D — C i t y o f N o v a t o D - 1
A P P E N D I X E — C a l i f o r n i a L o c a l G o v e r n m e n t F i n a n c e A u t h o r i t y E - 1
A P P E N D I X F — F o r m o f C o n t i n u i n g D i s c l o s u r e A g r e e m e n t F - 1

i



P R I VAT E P L A C E M E N T M E M O R A N D U M

$1,585,000
SUBORDINATE REVENUE BONDS, SERIES 1997B

(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)
I s s u e d f o r t h e B e n ^ t o f

NOVATO FINANCING AUTHORITY (CALIFORNIA)
Facilitated by the

California Local Government Finance Authority

O T H E R T H A N W I T H R E S P E C T T O I N F O R M A T I O N C O N C E R N I N G T H E C A L I F O R N I A L O C A L
GOVERNMENT FINANCE AUTHORITY ("CLGFA") CONTAINED IN APPENDIX E HERETO, CLGFA HAS
N O T P A R T I C I P A T E D I N T H E P R E P A R A T I O N O F O R A U T H O R I Z E D O R A P P R O V E D T H E U S E O F T H I S
PRIVATE PLACEMENTMEMORANDUM, HAS ASSUMED NO RESPONSffiHITYHEREFOR, AND MAKES
NO REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, WITH RESPECT HERETO OR THE
A C C U R A C Y O R C O M P L E T E N E S S O F T H E I N F O R M A T I O N C O N T A I N E D H E R E I N . O T H E R T H A N W I T H
R E S P E C T TO I N F O R M AT I O N C O N C E R N I N G C L G FA C O N TA I N E D I N A P P E N D I X E H E R E TO , T H E
I N F O R M A T I O N C O N T A I N E D H E R E I N H A S N O T B E E N P R O V I D E D B Y O R D E R I V E D I N A N Y W A Y
F R O M C L G F A . T H E R O L E O F C L G F A E S T T H I S T R A N S A C T I O N I S S O L E LY T O A C T A S A F A C I U TAT O R
F O R T H E S U B S T A N T I V E P A R T I E S T O T H E F I N A N C I N G D E S C R I B E D H E R E I N .

I N T R O D U C T O R Y S T A T E M E N T

The purpose of this Private Placement Memorandum (which includes the cover page and the appendices
hereto) is to set forth certain information concerning the issuance and sale of Subordinate Revenue Bonds, Series
1997B (Marin Valley Mobile Coimtiy Club Park Acquisition Project), Issued for the Benefit of Novato Financing
Authority (California), Facilitated by the California Local Government Finance Authority, in the aggregate principal
amoimt of $1,585,000 (the "Bonds"). The Bonds are being issued pursuant to the a Trust Indenture dated as of
March 1, 1997 (the "Indenture"), by and between the California Local Government Finance Authority ("CLGFA")
and First Trust of California, National Association, as trustee (the "Trustee"). Capitalized terms which are not
otherwise defined in the text hereof shall have the respective meanings ascribed to them in Appendix A hereto or
in the Indenture, as the case may be.

The Bonds are being issued for the purpose of loaning the proceeds to the Novato Financing Authority (the
"Owner") together with the proceeds of Senior Revenue Bonds, Series 1997A (Marin Valley Mobile Country Park
Acquisition Project), Issued for the Benefit of Novato Financing Authority (California), Facilitated by the California
Local Govermnent Finance Authority, being issued simultaneously with the Bonds in the aggregate principal amormt
of $15,485,000 (the "Senior Bonds"), to enable the Owner to permanently finance the acquisition of certain real
property constituting the Marin Valley Mobile Country Club Park (the "Project"), a 315-space mobile home park
located in the City of Novato, California (the "City"), and any structures, site improvements, facilities and fixtures
on the Project (exclusive of any owner-occupied mobile homes thereon) (the "Improvements"). Proceeds of the
Bonds will also be used to (a) fund the Subordinate Debt Service Reserve Fund for die Bonds; (b) fund a deposit
into the Replacement Reserve Fund; (c) fund the initial deposit into the Subordinate Pledged Funds Account; and
(d) pay certain costs of issuance. See "ESTIMATED SOURCES AND USES OF FUNDS" and "THE PROJECT"
herein. The Owner anticipates transferring at a future date all of its right, title and interest in the Project to a yet-
to-be-incorporated 501(c)(3) corporation (the "Corporation") subject to the consent of Financial Security (as defined
herein); however, no assurance can be given as to when or if such transfer will take place. The Owner currently
expects to make such transfer when there are no Bonds Outstanding under the Indenture. If the Owner conqiletes
such transfer prior to the time that the Bonds or the Senior Bonds are no longer Outstanding, the Owner shall have
no obligations or duties with respect to the payment of principal of or interest on the Bonds or otherwise with
respect to the ProjectHud all such obligations and duties will be assumed by the Corporation.



^ T H E I N F O R M A T I O N P R O V I D E D H E R E I N R E G A R D I N G T H E P R O J E C T I S B A S E D O N
AVAILABLE INFORMATION PROVH)ED PRIMARILY BY PALMER, GROTH & PIETKA, INC. (THE
"APPRAISER") PURSUANT TO AN APPRAISAL REPORT DATED NOVEMBER 1,1996, RELATED TO
THE PROJECT AND BY STORZ MANAGEMENT COMPANY, INC. (THE "PROPERTY MANAGER").
I N F O R M A T I O N F R O M T H E A P P R A I S A L R E P O R T I S I N C L U D E D I N R E L I A N C E U P O N T H E
APPRAISER AS EXPERTS IN REAL ESTATE APPRAISAL AND EVALUATION, AND IS INCLUDED
W I T H T H E W R I T T E N C O N S E N T O F S U C H F I R M . I N F O R M AT I O N P R O V I D E D B Y T H E P R O P E RT Y
M A N A G E R R E G A R D I N G T H E P R O J E C T I S I N C L U D E D I N R E L I A N C E U P O N T H E P R O P E R T Y
M A N A G E R A S E X P E RT S I N T H E O W N E R S H I P A N D M A N A G E M E N T O F M O B I L E H O M E PA R K S I N
THE STATE OF CALIFORNIA, AND IS INCLUDED WITH THE WRITTEN CONSENT OF SUCH FIRM.
HISTORICAL FINANCIAL INFORMATION REGARDING THE PROJECT IS LIMITED AS THERE ARE
NO AUDITED FINANCIAL STATEMENTS FOR THE PROJECT AND SUCH HISTORICAL FINANCIAL
I N F O R M AT I O N I S N O T AVA I L A B L E I N R E L I A B L E F O R M . N O PA R T Y I S W I L L I N G T O C E R T I F Y
OR PROVIDE ANY ADDITIONAL PROJECT INFORMATION OTHER THAN THE INFORMATION
CONTAINED HEREIN. INVESTORS SHOULD RELY, IN MAKING THEIR INVESTMENT DECISIONS,
S O L E LY U P O N T H E I N F O R M AT I O N P R O V TO E D H E R E I N .

The Owner is entering into a Delegation Agreement dated as of March 1, 1997 (the "Delegation
Agreement") with the Park Acquisition Corporation of Marin Valley Mobile Countiy Club (the "PAC") whereby
the PAC will be responsible for, among oAer matters, retaining a property manager (the "Property Manager")
(subject to the consent of Financial Security), which will be re^onsible for the day-to-day operations of the Project,
including, but not limited to, submitting an annual budget to the Owner, maintaining records, reports and audits
relating to die Project, performing maintenance and repairs to the Project and preparing and implementing the capital
expenditure plan for die Project. The PAC is a California nonprofit mutual benefit corporation created and
controlled by the residents of the Project. If the Project is transferred to the Corporation, it is expected that the
Delegation Agreement will terminate and the Corporation will assume and perform all of &e duties and
responsibilities of the PAC.

T H E R E H A S N O T B E E N A N A P P U C A T I O N M A D E T O A N Y C R E D I T R A T I N G A G E N C Y F O R A
R A T I N G O N T H E B O N D S , N O R I S A N Y S U C H A P P U C A T I O N C U R R E N T L Y P L A N N E D . A N
I N V E S T M E N T I N T H E B O N D S I N V O L V E S A S U B S T A N T I A L E L E M E N T O F R I S K . S E E " R I S K F A C T O R S "

H E R E I N . P R O S P E C T I V E P U R C H A S E R S O F T H E B O N D S S H O U L D M A K E S U C H I N V E S T I G A T I O N S A N D
O B T A I N S U C H A D D I T I O N A L I N F O R M A T I O N A S T H E Y D E E M A D V I S A B L E I N C O N N E C T I O N W I T H
E V A L U A T I O N O F T H E S U I T A B I L I T Y O F T H E B O N D S F O R I N V E S T M E N T .

T H E B O N D S A R E B E I N G O F F E R E D T O I N S T I T U T I O N A L I N V E S T O R S O N L Y. T H E B O N D S H A V E
NOT BEEN REGISTERED OR QUAUFIED UNDER THE SECURITIES LAWS OF ANY STATE AND THE
BONDS WILL BE "RESTRICTED SECURITIES" AS DEFINED IN RULE 144, 17 C.F.R. § 230.144,
PROMULGATED PURSUANT TO THE SECURITIES ACT OF 1933, AS AMENDED (THE "ACT"). NO
BOND MAY BE SOLD, ASSIGNED OR OTHERWISE TRANSFERRED UNLESS IT IS SO REGISTERED AND
Q U A U H E D O R U N L E S S A N E X E M P T I O N F R O M S U C H R E G I S T R AT I O N A N D Q U A U H C AT I O N I S
A V A I L A B L E . P U R C H A S E R S O R T R A N S F E R E E S O F T H E B O N D S S H A L L B E D E E M E D T O H A V E
REPRESENTED AND WARRANTED THAT THEY ARE A "QUAUFIED INSTITUTIONAL BUYER," AS
D E H N E D I N R U L E 1 4 4 A P R O M U L G A T E D U N D E R T H E A C T A N D M U S T E X E C U T E A N I N V E S T O R
L E T T E R A S D E S C R I B E D H E R E I N .

The Bonds are special obligations of CLGFA payable solely from 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 revenues, moneys and assets pledged therefor as provided in the Indenture.
Under the Indenture, CLGFA will, in its limited capacity as the conduit facilitator for the Bonds, pledge and assign,
and the Owner will pledge and assign, each to the extent of their respective interests therein, to the Trustee as
security for the Bonds.«a-a basis subordinate to the Senior Bonds (except as otherwise provided in the Indenture
and described herein) (i) all moneys, securities or investments held in or entitled to be held by the Trustee pursuant
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to the Indenture (except the Senior Bonds Interest Account, the Senior Bonds Principal Account, the Senior Debt
Service Reserve Fund, the Senior Cashtrap Account (collectively, the "Senior Accounts"), which secure only the
Senior Bonds, the Policy Payments Account and the Rebate Fund); (ii) substantially all of CLGFA*s right, title and
interest in, to and under the Loan Agreement dated as of March 1, 1997 (the "Loan Agreement") by and among
CLGFA, the Owner and the PAC, and the Note of the Owner relating to the Bonds (the "Subordinate Note"), which
amoimts will be used to pay principal of and interest on the Bonds; (iii) all of CLGFA's right, title and interest in,
to and under the Housing Assistance Pledge Agreement and Declaration of Restrictive Covenants dated as of
March 1,1997 (the "Pledge Agreement") by and among CLGFA, the Redevelopment Agency of the City of Novato
(the "Agency"), the Owner and the PAC; (iv) the Deed of Trust, Assignment of Leases and Rents, Security
Agreement and Fixture Filing dated as of March 1, 1997 (the "Mortgage") related to the Project and all revenues
related thereto including, widiout limitation, the gross Project rents which are transferred to the Trustee pursuant
to the Indenture and any and all other real or personal property, rights and interest of eveiy kind or description
which from time to time hereafter may be sold, transferred, conveyed, assigned, pledged, mortgaged or delivered
to the Trustee or CLGFA as additional security under the Indenture; and (v) all proceeds of the foregoing. The
Bonds have an exclusive right to all amounts on deposit in the Subordinate Debt Service Fund, the Subordinate
Pledged Funds Accoimt and the Subordinate Cashtrap Account. See "SECURITY FOR THE BONDS" herein.

Although the Trust Estate is projected by the PAC to be sufficient to pay the debt service on the Bonds,
no assurance can be given on this matter. It is expected that potential investors in the Bonds will conduct
independent investigations of the legal and financial aspects of the Bonds, the operations of die Project and the
operations of the Agency to determine if an investment in the Bonds is consistent with their investment objectives.
Investors will be required to acknowledge that they have made their own financial analysis of the Project and the
Agency, without reliance upon the Placement Agent (as defined herein), CLGFA, the PAC, the City, the Agency
or the Owner, that they are acquiring the Bonds for their own account and not with a view to resale and that they
understand that investment in the Bonds is highly speculative and are able to withstand losses. The Placement Agent
will be available to respond to inquiries and provide additional information to potential investors.

The Trust Estate will include rents charged and collected by the Property Manager with respect to the
spaces in the Project. The Owner has covenanted in the Loan Agreement that it will not reduce the rents, fees and
charges in connection with the Project then in effect unless the Senior Debt Service Coverage Ratio was at least
1.50x for the previous Fiscal Year and is and will at all times be at least 1.50x for the succeeding Fiscal Year based
on the Operating Budget for the succeeding Fiscal Year (the "Loan Agreement Rate Covenant"). Additionally, the
Owner and the PAC have covenanted in the Pledge Agreement that: (a) commencing with Calendar Year 1998, the
PAC and the Owner will raise rents with respect to the mobile home sites located in the Project each Calendar Year
by an amount at least equal to 75% of the percentage increase in the Consumer Price Index for the preceding
Calendar Year; (b) the PAC and the Owner will provide for or raise the current capital improvement pass-through
rents with respect to the mobile home sites located in the Project to the extent that the current Replacement Reserve
Requirement is less than the Replacement Reserve Requirement for the succeeding Fiscal Year, based on the Capital
Plan; and (c) the Owner and the PAC will fix, charge and collect, or cause to be fixed, charged and collected, rates,
rentals, fees and charges for the use of and for the services furnished or to be furnished by the Project which will
be sufficient in each Fiscal Year to produce an NOI for Pledge Agreement equal to at least $100,000 for such or
any subsequent Fiscal Year (the "Pledge Agreement Rate Covenant"). The Pledge Agreement Rate Covenant is
subject to the requirements of (i) the Rent Adjustment Ordinance to the extent then applicable to the Project and (ii)
Article V of the Pledge of Agreement as applicable to Veiy Low Income Spaces, Lower Income Spaces and
Moderate Income Spaces rented to Very Low Income Residents, Lower Income Residents and Moderate Income
Residents, respectively.

The ability of the Owner, or the PAC on the Owner's behalf, to increase rents for the spaces is governed
by Ordinance No. 1341, adopted by the City Council on Februaiy 22, 1996 (the "Rent Adjustment Ordinance").
An opinion of counsel will be delivered on the date of deliveiy of the Bonds in a form satisfactory to Financial
Security substantially to the effect that the Loan Agreement Rate Covenant and the Pledge Agreement Rate Covenant
are enforceable in -accordance with the provisions of the Rent Adjustment Ordinance. See "RISK
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FACTORS—Certain Factors Affecting Mobile Home Parks Generally" and "SUMMARY OF THE RENT
A D J U S T M E N T O R D I N A N C E " h e r e i n .

Except as otherwise specifically provided in the Ind^ture and described herein, the S^or Bonds are
superior to and have priority over the Bonds, and the Bonds are junior and subordinate to the S^or Bonds. On
each Interest Payment Date, the Trust Estate available for repayment of both the Senior Bonds and the Bonds will
be applied first to the payments of principal, interest and premium, if any, then due on die Senior Bonds, then to
certain fees, reserve funds and expenses relating to the Bonds and the Project, and then to the payments of principal,
interest and premium, if any, then due on the Bonds; provided, however, that amounts rightfully on deposit in die
Subordinate Bonds Principal Account, the Subordinate Bonds Interest Account, die Subordinate Pledged Funds
Account, the Subordinate Debt Service Reserve Fund and the Subordinate Cashtrap Account are solely for the
benefit of, and secure payment of the principal of and interest on, the Bonds and are not available for payment of
the principal of and interest on the Senior Bonds.

N E I T H E R T H E F A I T H A N D C R E D I T N O R T H E T A X I N G P O W E R O F T H E S T A T E O F
CALIFORNIA NOR ANY POLITICAL CORPORATION OR SUBDIVISION OR AGENCY THEREOF,
NOR THE FAITH AND CREDIT OF CLGFA, THE OWNER, THE AGENCY, THE CITY, OR THE
MEMBERS OF CLGFA, IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF OR INTEREST ON
THE BONDS. NONE OF THE STATE OF CALIFORNIA, ANY POLITICAL SUBDIVISION THEREOF,
THE OWNER, THE AGENCY, THE CITY, AND THE MEMBERS OF CLGFA (EXCEPT CLGFA, TO
THE LIMirED EXTENT OF THE ASSIGNMENT OF SUBSTANTIALLY ALL OF ITS RIGHT, TITLE
AND INTEREST IN THE LOAN AGREEMENT AS SET FORTH IN THE INDENTURE) SHALL IN ANY
EVENT BE LIABLE FOR THE PAYMENT OF THE PRINCIPAL OF, PREMIUM (IF ANY) OR INTEREST
ON THE BONDS OR FOR THE PERFORMANCE OF ANY PLEDGE, OBLIGATION OR AGREEMENT
OF ANY KIND WHATSOEVER OF CLGFA, AND NONE OF THE BONDS OR ANY OF CLGFA'S
A G R E E M E N T S O R O B L I G AT I O N S S H A L L B E C O N S T R U E D TO C O N S T I T U T E A N I N D E B T E D N E S S

^ OF OR A PLEDGE OF THE FAITH AND CREDIT OF OR A LOAN OF THE CREDIT OF ANY OF THE
F O R E G O I N G W I T H I N T H E M E A N I N G O F A N Y C O N S T I T U T I O N A L O R S TAT U T O R Y P R O V I S I O N S
WHATSOEVER. THE BONDS ARE SPECIAL OBL IGATIONS OF CLGFA AND DO NOT CONSTITUTE
A DEBT OR LIABILITY OF THE OWNER, THE AGENCY, THE CITY, THE STATE OF CALIFORNIA
OR ANY POLITICAL SUBDIVISION THEREOF, AND NEITHER THE OWNER, THE CITY, THE
AGENCY, THE STATE NOR ANY OF ITS POLITICAL SUBDIVISIONS IS LIABLE THEREON NOR IN
A N Y E V E N T S H A L L T H E B O N D S B E PAYA B L E O U T O F A N Y F U N D S O R P R O P E R T I E S O T H E R
THAN THE REVENUES, ASSETS AND MONEYS PLEDGED UNDER THE INDENTURE. THE OWNER,
T H E A G E N C Y A N D C L G FA H AV E N O TA X I N G P O W E R .

THE BONDS ARE NOT INSURED OR GUARANTEED BY ANY PERSON.

A purchase of the Bonds involves certain risks. Careful examination of the information contained herein
must be made prior to investment. See "RISK FACTORS."

All capitalized terms not otherwise defined in the body of this Private Placement Memorandum shall have
the meanings ascribed thereto in "APPENDIX A—CERTAIN DEFINmONS AND SUMMARY PROVISIONS
O F T H E L E G A L D O C U M E N T S — D e f i n i t i o n s . "

This Private Placement Memorandum contains brief descriptions of, among other things, the Bonds, the
security for the Bonds, the Indenture, the Loan Agreement, the Delegation Agreement, the Management Agreement,
the Mortgage, the Pledge Agreement, the Rent Adjustment Ordinance, CLGFA, the Owner, the PAC, the Property
Manager, the Agency and the Project. Such descriptions do not purport to be conqirehensive or definitive. All
references in this Private Placement Memorandum to documents are qualified in their entirety by reference to such
documents and to the form of the Bonds included in the Indenture. Until the issuance of the Bonds, copies of the
Indenture and other documents described in this Private Placement Memorandum may be obtained at the principal
office of Sutro & Co. Incorporated, 201 California Street, San Francisco, California 94111, telephone no.: (415)
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445-8642; Attention: Douglas L. Charchenko. Copies of these documents may be obtained from the Trustee at First
Trust of California, National Association, Suite 400, One California Street, San Francisco, California 94111,
telephone no.: (415) 273-4517; Attention: Leticia Sabiniano, following deliveiy of the Bonds.

ESTIMATED SOURCES AND USES OF FUNDS

The proceeds of the Bonds and Senior Bonds will be lent to the Owner pursuant to the Loan Agreement.
Following are the estimated sources and uses of funds, excluding accrued interest relating to the Loan.

Sources of Funds"'
P r i n c i p a l A m o i m t o f B o n d s $ 1 . 5 8 5 . 0 0 0 . 0 0

T o t a l S o u r c e s o f F u n d s $ 1 , 5 8 5 , 0 0 0 . 0 0

Uses of Funds"'
D e p o s i t t o P r o j e c t F u n d $ 1 , 2 7 8 , 3 0 0 . 0 0
D e p o s i t t o S u b o r d i n a t e D e b t S e r v i c e R e s e r v e F u n d 1 4 5 , 0 0 0 . 0 0
D e p o s i t t o S u b o r d i n a t e P l e d g e d F u n d s A c c o u n t 1 3 0 , 0 0 0 . 0 0
C o s t s o f I s s u a n c e ® 3 1 . 7 0 0 . 0 0

T o t a l U s e s o f F u n d s $ 1 , 5 8 5 , 0 0 0 . 0 0

"'All or a substantial portion of the fees owed to certain professionals involved in the issuance of the Bonds and the
acquisition of the Project are being deferred. In addition, certain fees owed to certain professionals retained by the
City are being paid by the Ci^ from Ci^ funds. Such amounts are expected to be paid to such professionals and
reimbursed to the City from Revenues of the Project on a basis subordinate to the Bonds as described herein under
"SECURITY FOR THE BONDS—Revenue Fund". Such deferred expenses are referred to herein as "Deferred
Consultant Costs" and amounts owed to the City are referred to herein as "Deferred Owner Costs," and are
collectively referred to herein as "Deferred Issuance Costs." Deferred Issuance Costs collectively amount to
approximately $1,000,000.
®Includes placement agent's fee, legal, financial advisoiy, printing and other miscellaneous costs of issuance and
certain costs related to the acquisition of the Project.
Source: P.A. Hoon & Company, Inc.

Following are the estimated sources and uses of funds, excluding accrued interest, relating to the Senior
L o a n .
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Sources of Funds"^
P r i n c i p a l A m o u n t o f S e n i o r B o n d s $ 1 5 , 4 8 5 , 0 0 0 . 0 0
L e s s : O r i g i n a l I s s u e D i s c o r m t f 2 8 . 8 4 8 . 7 5 ' )

T o t a l S o u r c e s o f F u n d s $ 1 5 , 4 5 6 , 1 5 1 . 2 5
Uses of Funds*"

D e p o s i t t o P r o j e c t F u n d $ 1 3 , 7 7 9 , 6 4 5 . 2 3
D e p o s i t t o S e n i o r D e b t S e r v i c e R e s e r v e F u n d 1 , 0 0 0 , 0 0 0 . 0 0
D e p o s i t t o R e p l a c e m e n t R e s e r v e F u n d 2 3 8 , 0 0 0 . 0 0
D e p o s i t t o E s c r o w A c c o i m t 6 , 4 8 3 . 0 0
C o s t s o f I s s u a n c e * ^ 4 3 2 . 0 2 2 . 0 2

T o t a l U s e s o f F u n d s $ 1 5 , 4 5 6 , 1 5 1 . 2 5

*"A11 or a substantial portion of the fees owed to certain professionals involved in the issuance of the Bonds and the
acquisition of the Project are being deferred. In addition, certain fees owed to certain professionals retained by the
City are being paid by the City from City funds. Such amounts are expected to be paid to such professionals and
reimbursed to the City from Revenues of the Project on a basis subordinate to the Bonds as described herein imder
"SECURITY FOR THE BONDS—Revenue Fund." Such deferred expenses are referred to herein as "Deferred
Consultant Costs" and amoimts owed to the City are referred to herein as "Deferred Owner Costs" and are
collectively referred to herein as "Deferred Issuance Costs." Deferred Issuance Costs collectively amount to
approximately $1,000,000.

Includes underwriter's discount, legal, financial advisory, printing, initial monthly bond insurance premium, other
miscellaneous costs of issuance and certain costs related to the acquisition of the Project.
Source: P. A. Hoon & Conq>any, Inc.

T H E B O N D S

Description

The Bonds are dated, are scheduled to mature on the date and in the principal amount and bear interest at
the rate as set forth on the cover page hereof. Interest on the Bonds will be conqruted on the basis of a 360-day
year of twelve 30-day months and will be payable semiaimually on April 1 and October 1 of each year, commencing
on October 1, 1997 (each an "Interest Payment Date").

The Bonds will be issued as a separate single authenticated Bond to the initial purchaser thereof.
Ownership interests in the Bonds may be purchased in denominations of $100,000 and integral multiples of $5,000
in excess of $100,000.

Each Bond shall bear interest from the Interest Payment Date next preceding die date of authentication
thereof, unless (a) it is authenticated after a Record Date immediately preceding an Interest Payment Date, but prior
to such Interest Payment Date, in which case it shall bear interest from and including such Interest Payment Date,
in which event it shall bear interest from such Interest Payment Date; (b) it is authenticated on or before September
15, 1997, in which event it shall bear interest from March 13, 1997; or (c) it is auth^ticated upon an Interest
Payment Date, in which case it shall bear interest from such Interest Payment Date. Notwithstanding the foregoing,
if interest on any Bond is in default as of the date of authentication thereof, such Bond shall bear interest from the
Interest Payment Date to which interest has been previously paid or made available for payment thereon.

T H E B O N D S O F F E R E D H E R E U N D E R A R E O F F E R E D O N LY T O T H O S E P E R S O N S O R
INSTITUTIONS WHICH QUAUFY AS "QUALIFIED INSTTTUTIONALBUYERS" AND WHO UNDERSTAND
THE RISKS ASSOQATED WITH AN INVESTMENT IN THE BONDS. THE BONDS HAVE NOT BEEN
REGISTERED OR QUAUHED UNDER THE SECURITIES LAWS OF ANY STATE AND THE BONDS WILL

^ BE "RESTRICTED SBCURITIES" AS DEFINED IN RULE 144, 17 C.F.R. § 230.144, PROMULGATED
PURSUANT TO THE SECURITIES ACT OF 1933, AS AMENDED (THE "ACT"). NO BOND MAY BE SOLD,
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^ ASSIGNED OR OTHERWISE TRANSFERRED UNLESS IT IS SO REGISTERED AND QUALIFIED OR
UNLESS AN EXEMPTION FROM SUCH REGISTRATION AND QUAUHCAHON IS AVAILABLE.
P U R C H A S E R S O R T R A N S F E R E E S O F T H E B O N D S S H A L L B E D E E M E D T O H A V E R E P R E S E N T E D A N D
WARRANTED THAT THEY ARE A "QUALIFIED INSTITUTIONAL BUYER," AS DEFINED EST RULE 144A
P R O M U L G A T E D U N D E R T H E A C T . S E E " R I S K F A C T O R S " H E R E I N .

R^istration and Transfer

The Trustee is appointed as the Registrar for the Bonds. So long as any Bonds remain Outstanding, the
Trustee will keep at the Registrar's Principal Office a register (the "Bond Register") in which, subject to such
reasonable regulations as it may prescribe, the Trustee will provide for the registration and transfer of Bonds in
accordance with the terms of the Indenture. The ownership of the Bonds will be proved by the Bond Register.

Subject to compliance with the last paragraph imder this heading below, each Bond is transferable only by
presenting it at the Principal Office of the Registrar duly endorsed for transfer and accompanied by an assignment
duly executed by the registered Holder or his duly authorized representative in the applicable form for the Series
attached to the Indenture, as the case may be, or otherwise acceptable to the Trustee.

Subject to compliance with the last paragraph under this heading below, all Bonds are exchangeable upon
the presentation and surrender thereof at the Principal Office of the Registrar for a Bond or Bonds of the same
maturity. Series and interest rate and in any Authorized Denomination, in an aggregate principal amount equal to
the unpaid principal amount of the Bond presented for exchange.

With respect to the Bonds, which are required to be in Authorized Denominations of at least $100,000, such
Bonds may be purchased and transferred, as a whole or in part, to one or more Bondholders only upon receipt by
the Trustee of an Investor Letter in substantially the form set forth in the Indenture executed and delivered by the
purchaser thereof. The Trustee will deliver a copy of such Investor Letter to CLGFA, Financial Security and the
Owner as soon as practicable after receipt of such Investor Letter. No Investor Letter will be required for any
Bonds which have been legally defeased pursuant to the Indenture or which are then rated in one of the top three
long-term rating categories by a Rating Agency.

Mutilated, Lost, Destroyed or Stolen Bonds

If any Bond is mutilated, lost, destroyed or stolen, the Indenture provides that the Trustee shall authenticate
and deliver a new Bond of the same tenor. In the case of a mutilated Bond, such Bond must be surrendered to the
Trustee for cancellation. In the case of a lost, stolen or destroyed Bond, CLGFA and the Trustee may require
satisfactoiy indemnification prior to the execution and authentication of a new Bond. CLGFA and the Trustee may
charge the owners of the Bonds an appropriate fee and the expenses incurred in connection with replacing mutilated,
lost, destroyed or stolen Bonds.

Optional Redemption

The Bonds maturing before October 1, 2007 are not subject to optional redemption prior to their respective
stated maturities. The Bonds maturing on or after October 1, 2008 are subject to optional redemption at the
direction of the Owner, in whole or in part, on any date on or after October 1, 2007, solely from (a) amounts
rightfully on deposit in the Subordinate Cashtrap Account, (b) the proceeds of any obligations issued to refund all
or a portion of the Bonds then Outstanding, or (c) amounts transferred from either amounts rightfully on deposit
in the Subordinate Cashtrap Account or proceeds of such refunding obligations which have been deposited into an
irrevocable escrow account to defease all or a portion of the Bonds in accordance with the provisions of the
Indenture, upon payment of the respective redemption prices (expressed as a percentage of the principal amount of
Bonds to be redeemed) as set forth in the following table, together with accrued interest thereon to the date fixed
f o r r e d e m p t i o n . — ^
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Redeiiq>tion Period
rPa tes I nc l us i ve^ R e d e m p t i o n P r i c e

October 1, 2007 through September 30, 2008
October 1, 2008 through September 30, 2009
October 1, 2009 and thereafter

The PAC and Corporation are expected to seek low-cost ftmds from other governmental and charitable sources after
the issuance of the Bonds, which funds will be deposited into an irrevocable escrow fund to be used at the direction
of the PAC, to pay debt service on the Bonds and/or to redeem the Bonds on the first call date. See "RISK
FACTORS—^Early Redemption Risks" herein. No assurances can be given that either the PAC or the Corporation
wil l be able to obtain such funds.

S E E " R I S K FA C TO R S — E A R LY R E D E M P T I O N R I S K S " H E R E I N .

Redonptlcn From Proceeds of
I n s u r a n c e o r C o n d e m n a t i o n

The Bonds are subject to extraordinary redemption at the direction of the Controlling Party, or the Owner
if Financial Security is not the Controlling Party, in whole or in part on the earliest date following the date for
which notice of redenqrtion can be given as provided in the Indenture, at a redemption price equal to 100% of the
principal amount of Bonds to be redeemed plus with accrued interest thereon to the date fixed for redemption,
without premium, from proceeds of insurance (including title insurance) or condemnation awards not used to repair
or replace the Project and any amounts paid by the Owner or the PAC pursuant to the Loan Agreement (provided,
however, that no Bonds shall be redeemed imtil no Senior Bonds remain Outstanding and all amounts due and
payable to Financial Security under the Indenture and the Insurance Agreement (as defined in the Indenture) have
been paid in full).

S E E " R I S K FA C TO R S — E A R LY R E D E M P T I O N R I S K S " H E R E I N .

Sinking Fund Redemption

The Bonds maturing on October 1, 2024, are also subject to sinking fund redemption prior to maturity in
part (the actual Bonds of such maturity or portions thereof to be redeemed to be selected by lot in such manner as
may be designated by the Trustee) to the extent sufficient amounts are then rightfully on deposit in the Subordinate
Bonds Principal Account on October 1 in each year beginning October 1,1997, at a redemption price equal to 100%
of the principal amount to be redeemed, together with accrued interest thereon to the redenqition date, without
premium, as follows:
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Bonds Maturing on October 1, 2024

Sinking Fund
Redemption Date

f O c t o b e r D
Principal Amoimt
To Be Redeemed

Sinking Fund
Redemption Date

t O c t o b e r D
Principal Amoimt
To B e R e d e e m e d

$10,000
20,000
20,000
20,000
25,000
25,000
30,000
30,000
30,000
35,000
35,000
40,000
45,000
45,000

$50,000
55,000
60,000
60,000
65,000
70,000
75,000
85,000
90,000
95,000

105,000
110,000
120,000
135,000

Tinal Maturity.

Failure to make a sinking fimd payment as set forth above shall not constitute an Event of Default.

T H E B O N D S A R E N O T S U B J E C T T O R E D E M P T I O N E X C E P T A S P R O V I D E D A B O V E .

S e l e c t i o n o f B o n d s To B e R e d e e m e d

If less than all the Bonds are called for redemption prior to maturity, the particular Bonds or portions of
Bonds to be redeemed shall, except as otherwise provided in the Indenture, be selected by the Trustee, in the
amounts and at the direction of the Owner as necessaiy to achieve substantially level annual debt service on the
Bonds and by lot within the same maturity, subject to any limitation in die Indenture. For any Bond in a
denomination of more than the minimum Authorized Denomination, the Trustee shall treat each such Bond as
representing a single Bond m the minimum Authorized Denomination plus that number of Bonds that is obtained
by dividing the remaining principal amount of such Bond by the Authorized Denomination, subject to any limitation
in the Indenture .

Notice of Redemption; Procedure for Selection

Except as otherwise provided in the Indenture, the Trustee shall cause the giving of notice of any
redemption, identifying the Bonds to be redeemed, by first-class mail (postage prepaid), not more than 60 days and
not less than 30 days prior to the date fixed for redemption to (a) the Holder of each Bond to be redeemed at the
address shown on the Bond Register on the date the notice of redemption is sent and (b) at least two national
information services of national recognition which disseminate securities information with respect to tax-exempt
secur i t ies .
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All official notices of redemption shall be dated and shall state (i) the redemption date; (ii) the redemption
price; (iii) if less than all Outstanding Bonds are to be redeemed, the identification numbers (and, in the case of
partial redemption, the respective principal amounts) of the Bonds to be redeemed; (iv) that on the redemption date
the redemption price will become due and payable upon each such Bond or portion thereof called for redemption
and that interest thereon shall cease to accrue from and after said date; and (v) the place where such Bonds are to
be surrendered for payment of the redemption price, which place of payment shall be the Principal Office of the
Tr u s t e e .

Failure to mail such notice to the holder of any Bonds or any defect therein with respect to particular Bonds
shall not affect the validity of the redemption of other Bonds with respect to which no such failure or defect has
o c c u r r e d .

Deposit Prior to Redanption and
Payment Upon Redemption

Prior to giving notice of any optional redemption which shall occur as described above under "—Optional
Redemption", there shall have been deposited with the Trustee immediately available funds (delivered in accordance
with the provisions of the Indenture) sufficient to make the necessary redemption payment. Upon presentation and
surrender of any Bond called for redemption at the Principal Office of the Trustee, on or after the date fixed for
redemption, the Trustee shall pay the principal of and premium, if any, and interest on such Bond from the moneys
set aside for such purpose.

Effect of Redemption

Notice of redemption having been given as provided in the Indenture, the Bonds or portions thereof
designated for redemption shall become due and payable on the date fixed for redemption and, unless a default
occurs in the payment of the principal thereof and premium, if any, and interest thereon, such Bonds or portions
thereof shall cease to bear interest from and after the date fixed for redemption, whether or not such Bonds are
presented and surrendered for payment on such date. If any Bond or portion thereof called for redemption is not
so paid upon presentation and surrender thereof for redemption, such Bond or portion thereof shall continue to bear
interest at the rate set forth thereon until paid or until due provision is made for the payment of same.
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D E B T S E R V I C E S C H E D U L E

Set forth below is a schedule of (a) principal (scheduled mandatoiy redemption) and interest payments due
on the Senior Bonds, (b) scheduled bond expenses expected to be paid with respect to the Senior Bonds and the
Bonds and (c) the principal (anticipated sinking fund redenq>tion) and interest payments due on the Bonds.

Y e a r

Ending
Oct . 1 P r i n c i p a l

S e n i o r B o n d s

I n t e r e s t

S c h e d u l e d
B o n d

Expenses ' ' ^ P r i n c i p a l

T h e B o n d s

I n t e r e s t

To t a l A l l
S e n i o r

Bonds and
the Bonds"^

1 9 9 7
1 9 9 8

1 9 9 9
2 0 0 0
2 0 0 1
2 0 0 2

2 0 0 3
2 0 0 4
2 0 0 5
2 0 0 6
2 0 0 7

2 0 0 8

2 0 0 9
2 0 1 0

2 0 1 1
2 0 1 2
2 0 1 3
2 0 1 4
2 0 1 5
2 0 1 6
2 0 1 7
2 0 1 8
2 0 1 9
2 0 2 0
2 0 2 1
2 0 2 2
2 0 2 3
2 0 2 4

2 0 2 5
2 0 2 6

2 0 2 7

$215,000
225,000
230,000
240,000
255,000
265,000
275,000
290,000
305,000
320,000
335,000
350,000
370,000
390,000
410,000
435,000
460,000
490,000
515,000
545,000
575,000
610,000
645,000
685,000
725,000
765,000
810,000
860,000
910,000

1,980,000

$503,497
863,138
854,752
845,303
835,297
824,618
813,015
800,692
787,630
773,565
758,468
742,307
724,888
706,337
686,358
664,907
641,948
616,717
590,038
561,617
531,748
500,137
466,788
431,407
393,998
353,925
311,512
266,760
219,375
169,065
115,830

$503,497
1,078,138
1,079,752
1,075,303
1,075,297
1,079,618
1,078,015
1,075,692
1,077,630
1,078,565
1,078,468
1,077,307
1,074,888
1,076,337
1,076,358
1,074,907
1,076,948
1,076,717
1,080,038
1,076,617
1,076,748
1,075,137
1,076,788
1,076,407
1,078,998
1,078,925
1,076,512
1,076,760
1,079,375
1,079,065
2,095,830

$46,455
107,910
106,620
105,270
103,890
102,450
100,920
99,330
97,680
95,940
94 ,110
92,190
90,180
88,080
85,860
83,520
81,060
78,450
75,690
72,750
69,660
66,390
62,940
59,280
55,410
51,300
46,950
42,360
37,500
32,340
26,880

$10,000
20,000
20,000
20,000
25,000
25,000
30,000
30,000
30,000
35,000
35,000
40,000
45,000
45,000
50,000
55,000
60,000
60,000
65,000
70,000
75,000
85,000
90,000
95,000

105,000
110,000
120,000
135,000

- 0 -
- 0 -
- 0 -

$65,381
118,125
116,625
115,125
113,625
111,750
109,875
107,625
105,375
103,125
100,500
97,875
94,875
91,500
88,125
84,375
80,250
75,750
71,250
66,375
61,125
55,500
49,125
42,375
35,250
27,375
19,125
10,125

- 0 -
- 0 -
- 0 -

$75,381
138,125
136,625
135,125
138,625
136,750
139,875
137,625
135,375
138,125
135,500
137,875
139,875
136,500
138,125
139,375
140,250
135,750
136,250
136,375
136,125
140,500
139,125
137,375
140,250
137,375
139,125
145,125

- 0 -
- 0 -
- 0 -

$625,333
1,324,173
1,322,997
1,315,698
1,317,812
1,318,818
1,318,810
1,312,647
1,310,685
1,312,630
1,308,078
1,307,372
1,304,943
1,300,917
1,300,343
1,297,802
1,298,258
1,290,917
1,291,978
1,285,742
1,282,533
1,282,027
1,278,853
1,273,062
1,274,658
1,267,600
1,262,587
1,264,245
1,116,875
1,111,405
2,122,710

TOTAL $15,485,000 $18,355,637 $33,840,637 $2,359,365 $1,585,000 $2,217,506 $3,802,506 $40,002,508

^̂ Încludes fees and expenses anticipated to be paid by the Owner to Financial Security with respect to the Senior Bonds, the Trustee and
CLGFA under the Indenture, the Loan Agreement and the Insurance Agreement.

^/^^urce: P.A. Hoon & Company,
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P R O J E C T E D P R O J E C T F I N A N C I A L P R O F O R M A S

T H E P R O J E C T E D F I N A N C I A L I N F O R M A T I O N P R O V I D E D B E L O W I S B A S E D O N O P E R A T I N G
A S S U M P T I O N S W r r a R E S P E C T T O T H E P R O J E C T W H I C H T H E P R O P E R T Y M A N A G E R B E U E V E S A R E
REASONABLE. SUCH INFORMATION IS INCLUDED IN RELIANCE UPON THE PROPERTY MANAGER
A S E X P E R T S I N T H E O W N E R S H I P A N D M A N A G E M E N T O F M O B I L E H O M E P A R K S I N T H E S T A T E O F

CALIFORNIA, AND IS INCLUDED WITH THE WRr iTEN CONSENT OF SUCH FIRM.

The following table sets forth a summaiy of the estimated cash flow with respect to the Project for the
Fiscal Years ending June 30, 1998 through June 30, 2000. The figures included in the table are based upon
operating assumptions which the Property Manager believes are reasonable. However, there can be no assurance
that the estimates presented below will be achieved.

Marin Valley Mobile Country Club
City of Novato, Marin County, California

Project Financial Proforma for Fiscal Years Ending
June 30, 1998 through June 30, 2000

P r o f o r m a

1 9 9 7 - 9 8

P r o f o r m a

1 9 9 8 - 9 9

Revenues^^^

Operating Expenses^^
Net Operating Income
Capital liiq>rovements and Repair Reserves
Net Project Cash How Available to Senior Debt Service
Debt Service on the Senior Bonds^
Net Project Cash How Available to Subordinate Debt Service
Debt Service on the Bonds^^^
N e t C a s h H o w A f t e r D e b t S e r v i c e

In Lieu of Tax Payments
Net Cash How Available for Cashtrap Accounts, Deferred
Issuance Costs and Owner Expenses^^

$2,122,910

1,475,539
( 4 0 . 9 5 0 1

1,434,589
( 9 6 8 . 0 4 11

466,548
( 1 2 4 . 7 8 11

341,767
(50,0001

$291,767

$2,169,093

1,510,633
( 4 1 . 2 0 0 1

1,469,433
( 1 . 0 0 1 . 4 3 11

468,002
( 1 2 0 . 5 0 0 1

347,502
(51,500)

$296,002

'̂̂ Reflects projected revenues based on rent roles with 5.8 % rent increase approved by a majorî  of the residents and historical
occupancy level of 100%.
^̂ Reflects projected expenses estimated by the Property Manager based upon an expected occupancy level of 100%.
^̂ ^Reflects debt service on the Senior Bonds required to be set aside in the Bond Fund during such Fiscal Year net of expected
earnings on Senior Debt Service Reserve Fund.
^^^Reflects debt service on the Bonds required to be set aside in the Bond Fund during such Fiscal Year net of expected earnings
on Subordinate Debt Service Reserve Fund and Subordinate Pledged Funds Account.
^^^So long as (i) no "Event of Default" or "Trigger Event" exists and (ii) the Senior Debt Service Coverage Ratio has not reached
1.60x, until Deferred Issuance Costs are paid in full, annually the first $125,000 of net cash flow available for the Senior and
Subordinate Cashtrap Accounts and Deferred Issuance Costs will be deposited into the Senior Cashtrap Account. After Deferred
Issuance Costs are paid in full, one-half annually will be deposited into the Senior Cashtrap Account and the remaining one-half
will be first ^lied to pay expenses of the Owner and the PAC with the remainder deposited into the Subordinate Cashtnq)
Account so long as (i) no "Event of Default" or "Trigger Event" exists and (ii) the Senior Debt Service Coverage Ratio has not
reached 1.60x. If the Senior Debt Service Coverage Ratio is at least 1.60x for two consecutive Fiscal Years and so long as
certain other conditions are met, 100% of net cash flow available for the Senior and Subordinate Cashtrap Accounts and
Deferred Issuance Costs wiQ be used to pay Deferred Issuance Costs and, after payment of such costs, will be dq>osited into
the Subordinate Cashtrap Account and, until such conditions are no longer met, no amounts will be deposited into die Senior
Cashtrap Account. See "SECURITY FOR THE BONDS—^Revenue Fund" herein.
Source: Storz Management Conqiany, Inc.
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S E C U R I T Y F O R T H E B O N D S

Limited Liability

N E I T H E R T H E F A I T H A N D C R E D I T N O R T H E T A X I N G P O W E R O F T H E S T A T E O F
CALIFORNIA NOR ANY POLITICAL CORPORATION OR SUBDIVISION OR AGENCY THEREOF,
NOR THE FAITH AND CREDIT OF CLGFA, THE OWNER, THE AGENCY, THE CITY, OR THE
MEMBERS OF CLGFA, IS FLEDGED TO THE PAYMENT OF THE PRINCIPAL OF OR INTEREST ON
THE BONDS. NONE OF THE STATE OF CALIFORNIA, ANY POLITICAL SUBDIVISION THEREOF,
THE OWNER, THE AGENCY, THE CITY, AND THE MEMBERS OF CLGFA (EXCEPT CLGFA, TO
THE LIMITED EXTENT OF THE ASSIGNMENT OF SUBSTANTIALLY ALL OF ITS RIGHT, TITLE
AND INTEREST IN THE LOAN AGREEMENT AS SET FORTH IN THE INDENTURE) SHALL IN ANY
EVENT BE LIABLE FOR THE PAYMENT OF THE PRINCIPAL OF, PREMIUM (IF ANY) OR INTEREST
ON THE BONDS OR FOR THE PERFORMANCE OF ANY PLEDGE, OBLIGATION OR AGREEMENT
OF ANY KIND WHATSOEVER OF CLGFA, AND NONE OF THE BONDS OR ANY OF CLGFA'S
A G R E E M E N T S O R O B L I G AT I O N S S H A L L B E C O N S T R U E D TO C O N S T I T U T E A N I N D E B T E D N E S S
OF OR A PLEDGE OF THE FAITH AND CREDIT OF OR A LOAN OF THE CREDIT OF ANY OF THE
F O R E G O I N G W I T H I N T H E M E A N I N G O F A N Y C O N S T I T U T I O N A L O R S TAT U T O R Y P R O V I S I O N S
WHATSOEVER. THE BONDS ARE SPECIAL OBL IGATIONS OF CLGFA AND DO NOT CONSTITUTE
A DEBT OR LIABILITY OF THE OWNER, THE AGENCY, THE CITY, THE STATE OF CALIFORNIA
OR ANY POLITICAL SUBDIVISION THEREOF, AND NEITHER THE OWNER, THE CITY, THE
AGENCY, THE STATE NOR ANY OF ITS POLITICAL SUBDIVISIONS IS LIABLE THEREON NOR IN
A N Y E V E N T S H A L L T H E B O N D S B E PAYA B L E O U T O F A N Y F U N D S O R P R O P E R T I E S O T H E R
THAN THE REVENUES, ASSETS AND MONEYS PLEDGED UNDER THE INDENTURE. THE OWNER,
T H E A G E N C Y A N D C L G F A H A V E N O T A X I N G P O W E R .

THE BONDS ARE NOT INSURED OR GUARANTEED BY ANY PERSON.

Pledge Under the Indenture

Under the Indenture, CLGFA will, in its limited capaci^ as the conduit facilitator for the Bonds, pledge
and assign, and the Owner will pledge and assign, each to the extent of their respective interests, to the Trustee as
security for the Bonds (but subordinate to the Senior Bonds' security with respect to such funds except as otherwise
provided in the Indenture and described herein) (i) all moneys in and investments of all funds and accounts created
in the Indenture (except the Senior Accounts, which secure only the Senior Bonds, the Policy Paym^ts Account
and the Rebate Fund); (ii) substantially all of CLGFA's right, title and interest in, to and under the Loan
Agreement, the Subordinate Note and the Pledge Agreement; (iii) the Mortgage and all revenues related thereto
including, without limitation, the gross Project rents which are transferred to the Trustee pursuant to the Indenture
and any and all property, rights and interest of eveiy kind or description which from time to time hereafter may
be sold, transferred, conveyed, assigned, pledged, mortgaged or delivered to the Trustee or CLGFA as additional
security under the Indenture; and (iv) all proceeds of the foregoing (collectively, the "Trust Estate"). The Bonds
have an exclusive right to all amoimts rightfully on deposit in the Subordinate Bonds Principal Account, Subordinate
Bonds Interest Accormt, the Subordinate Debt Service Reserve Fund, the Subordinate Pledged Funds Account and
the Subordinate Cashtrap Account.

S u b o r d i n a t e D e b t S e r v i c e R e s e r v e F u n d

The Subordinate Debt Service Reserve Fund will be initially funded with a portion of the proceeds of the
Bonds in an amount equal to the Subordinate Reserve Requirement. If on the fourdi Business Day prior to any
Interest Payment Date the moneys available in the Subordinate Bonds Interest Account and Subordinate Bonds
Principal Account, after application of all other available funds including amoimts dien held in die Subordinate
Pledged Funds Account,and the Subordinate Cashtrap Account, do not equal the amount of the principal and interest
on the Bonds then coming due and payable, the Trustee will transfer the moneys available in the Subordinate Debt
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Service Reserve Fund equal to the insufficiency to make such payments. Funds on deposit in the Subordinate Debt
Service Reserve Fund in excess of the Subordinate Reserve Requirement may also be used to redeem Bonds. See
" A P P E N D K A — C E R T A I N D E F I N m O N S A N D S U M M A R Y P R O V I S I O N S O F T H E L E G A L
D O C U M E N T S — T H E I N D E N T U R E — S u b o r d i n a t e D e b t S e r v i c e R e s e r v e F u n d " h e r e i n .

Subordinate Pledged Funds Account

The Subordinate Pledged Funds Account will be initially funded from the proceeds of the Bonds in the
amoimt equal to $130,000. If on the fifth Business Day prior to any Interest Payment Date the moneys available
in the Subordinate Bonds Interest Accoimt and Subordinate Bonds Principal Account not equal the amount of the
principal and interest on the Bonds then coming due and payable, the Trustee will transfer the moneys available in
the Subordinate Pledged Funds Account equal to the insufficiency to make such payments. The Agency is obligated
to replenish the Subordinate Pledged Funds Account as describ̂  herein under the caption "SUMMARY OF THE
P L E D G E A G R E E M E N T . "

Pledged Tax Revenues

The Agency has agreed to assist the Owner in connection with the repayment of the Bonds by making a
pledge of Housing Set-Aside Revenues (as defined herein) in an amount not to exceed the Pledge Amount during
each 12-month period commencing April 2 and ending April 1 of the following year (a "Bond Year") (the "Pledged
Tax Revenues"), commencing with the Bond Year 1997-98, to replenish any withdrawals made from amounts on
deposit in the Subordinate Pledged Funds Accoimt. See "SUMMARY OF THE PLEDGE AGREEMENT" herein.

N o A d d i t i o n a l B o n d s

No additional bonds may be issued under the Indenture. Pursuant to the Loan Agreement, the Owner may
incur additional unsecured obligations payable from Revenues on a basis subordinate to the Bonds and the Senior
Bonds; provided that Financial Security approves the incurrence of such obligations and the form of documentation
for such obligations.

R e v e n u e F u n d

Prior to Occurrence of Event of Default or Trigger Event. All revenues derived from the Project will
be deposited in the Revenue Fund established under the Indenture and maintained by the Trustee on behalf of the
Senior Bondholders, the Bondholders and Financial Security. The Trustee is obligated under the Indenture, if no
Trigger Event or Event of Default exists, on each Allocation Date, to transfer funds on deposit in the Revenue Fund
in the following order of priority:

firsty to deposit into the Senior Bonds Interest Account an amount equal to one-sixth of the amount
of interest due and payable on the Senior Bonds on the next Interest Payment Date, as indicated on the
most recent Loan Payment Schedule, plus an amount equal to any shortfall in the amount previously
required to be deposited or paid therein to the extent of such shortfall; except that on each Allocation Date
prior to October 1, 1997, the Trustee will deposit $79,120 into the Senior Bonds Interest Account;

secondy to deposit to the Senior Bonds Principal Account an amount equal to one-twelfth of the
amount of principal of the Senior Bonds due and payable on the next Interest Payment Date on which a
scheduled payment of principal is due, including sinking fund redemptions as indicated on the most recent
Loan Payment Schedule, plus an amount equal to any shortfall in the amount previously required to be
deposited or paid therein to the extent of such shortfall except that on each Allocation Date prior to
October 1, 1998, the Trustee shall deposit $11,944 into the Senior Bonds Principal Account;
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third, to deposit to the Senior Debt Service Reserve Fund for the Senior Bonds, any difference
between the Senior Reserve Requirement and the amounts on deposit therein;

fourth, to pay to the Property Manager the amount to be applied to pay the utility expenses of the
Project for the prior calendar month, plus an amount equal to any shortfall in the amount previously
required to be deposited or paid therein to the extent of such shortfall, as certified to the Trustee by the
Property Manager;

fifth, to deposit in the Replacement Reserve Fund (A) the amount required to be deposited therein
for such month, as indicated on the most recent Loan Payment Schedule, and (B) any Variance paid since
the immediately preceding Allocation Date with respect to an expenditure itemized on the Capital Plan, in
accordance with the Loan Agreement, plus an amount equal to any shortfall in the amount previously
required to be deposited or paid therem to the extent of such shortfall as certified to the Trustee by the
Property Manager;

sixth, to deposit in the Escrow Account an amount equal to the required monthly deposit for
Reserve Costs indicated on the most recent Loan Payment Schedule, plus an amoimt equal to any shortfall
in the amount previously required to be deposited or paid therein to the extent of such shortfall;

seventh, to deposit in the Expense Fund an amount equal to one-sixth of the next due semiannual
payment of the Trustee's Fee (subject to the next sentence) and one-twelfth of the next due annual payment
of CLGFA's Fee, as indicated on the most recent Loan Payment Schedule, plus an amount equal to any
shortfall in the amount previously required to be paid thereto to the extent of such shortfall if a Rent
Control Fee is imposed pursuant to the Rent Adjustment Ordinance, the CLGFA fee in an amount equal
to the Rent Control Fee will not be allocated pursuant to this clause seventh but will be allocated pursuant
to clause twenty-first below;

eighth, to pay to Financial Security the Premium due and payable with respect to the Policy, as
indicated on the most recent Loan Payment Schedule, plus an amount equal to any shortfall in the amount
previously required to be deposited or paid therein to the extent of such shortfall;

ninth, to pay any reasonable expenses of the Trustee incurred in accordance with the Indenture,
plus an amount equal to any shortfall in the amount previously required to be paid dierein to the extent of
such shortfall;

tenth, to pay any expenses or amounts due and payable to Financial Security under the Indenture
or the Insurance Agreement, plus an amount equal to any shortfall in the amoimt previously required to
be paid thereto to the extent of such shortfall;

eleventh, to pay to the Property Manager the Management Fee due for the prior month, as
indicated on the most recent Loan Payment Schedule, plus an amount equal to any shortfall in the amount
previously required to be paid thereto to the extent of such shortfall;

twelfth, to pay to the Property Manager the amount of monthly operating expenses for the Project,
as set forth in the most recent Operating Budget (but specifically excluding any utilities expenses to be paid
to the Property Manager underfourth above), together with any amount approved by the Controlling Party
to pay any other operating expenses then due, plus an amount equal to any shortfall in the amount
previously required to be paid thereto to the extent of such shortfall as certified to the Trustee by the
Property Manager;

15



thirteenth^ to remit to the Trustee for deposit in the Rebate Fund an amount equal to the amounts
required to be made as a rebate payment pursuant to the Indenture, plus an amount equal to any shortfall
in the amount previously required to be deposited or paid therein to the extent of such shortfall;

fourteenth, to deposit into the Subordinate Bonds Interest Account an amount equal to one-sixth
of the amount of interest due and payable on the Bonds on the next Interest Payment Date, as indicated on
the most recent Loan Payment Schedule, plus an amount equal to any shortfdl in the amount previously
required to be deposited or paid therein to the extent such shortfall has not been funded from the
Subordinate Cashtrap Account, the Subordinate Pledged Funds Account or the Subordinate Debt Service
Reserve Fund; except that on each Allocation Date prior to October 1, 1997, the Trustee will deposit
$10,896 into the Subordinate Bonds Interest Account;

fifteenth, to deposit to the Subordinate Bonds Principal Accoimt an amount equal to one-twelffli
of the amount of principal of the Bonds due and payable on the next Interest Payment Date on which a
scheduled payment of principal is due including anticipated sinking fund redenq)tions pursuant to the
Indenture, as indicated on the most recent Loan Payment Schedule, plus an amount equal to any shortfall
in the amount previously required to be deposited or paid therein to the extent such shortfall has not been
funded from the Subordinate Cashtrap Account, the Subordinate Pledged Funds Account or the Subordinate
Debt Service Reserve Fund, except that on each Allocation Date prior to October 1, 1997, the Trustee will
deposit $1,666 into the Subordinate Bonds Principal Account;

sixteenth, to deposit into the Subordinate Debt Service Reserve Fimd for the Bonds any difference
between the Subordinate Reserve Requirement and the amount on deposit therein;

seventeenth, to deposit into the Subordinate Pledged Funds Account the amount necessaiy to cause
the amoimt on deposit therein to equal the Pledge Amount;

eighteenth, to reimburse to the Redevelopment Agency of the City of Novato, any payments made
pursuant to the Pledge Agreement, together with interest accrued thereon to the date of repayment as set
forth in the Pledge Agreement, as such amount shall be certified by the Agency;

nineteenth, to remit to the City, any Monthly Payment (as defined in the In-Lieu-Of-Tax
Agreement) then due and owing with respect to the Project as set forth in the In-lieu-of-Tax Agreement,
as certified by the Owner to the Trustee and Financial Security;

twentieth, to pay to the Owner the amount necessaiy to pay debt service for such month on any
obligations incurred by the Owner pursuant to the Loan Agreement, as such amount shall be certified to
the Trustee by the Owner; and

twenty-first, (A) except as otherwise set forth in (B) below, (1) prior to the payment of all
Deferred Issuance Costs, Excess Revenues received during each current Fiscal Year will be transferred
first, to the Senior Cashtrap Account in an amount equal to $125,000 (provided that for the period from
the Closing Date to June 30, 1997, such amount shall equal $36,500); second, to the Owner an amount
not to exceed $20,000 per Fiscal Year to pay the Owner's verified expenses incurred with respect to the
Project and the Senior Bonds, to the PAC an amount not to exceed $4,000 per Fiscal Year to pay the
PAC's verified expenses incurred with respect to the Project and the Senior Bonds; and to pay one-twelfth
of the next due CLGFA Fee if not allocated pursuant to seventh above; and third, to transfer 55% of the
remaining Excess Revenues to the Owner Account and 45% of the remaining Excess Revenues to the
Consultant Account; provided that if the Owner Account has been closed, then all of such remaining Excess
Revenues shall be transferred to the Consultant Account, and if the Consultant Account has been closed,
then all of such remaining Excess Revenues shall be transferred to the Owner Accoimt, (2) after the
payment of -ril-Deferred Issuance Costs and so long as both the Senior Bonds and the Bonds are
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Outstanding, one-half of the Excess Revenues will be transferred to the Senior Cashtrap Account and the
other one-half received will be transferred first, to the Owner an amount equal to the Owner's verified
expenses for the related Fiscal Year as such amoimt shall be certified to the Trustee by the Owner, to the
PAC an amount not to exceed $4,000 per Fiscal Year to pay the PAC's verified expenses incurred with
respect to the Project for the related Fiscal Year as such amount shall be certified to the Trustee by the
Owner and to pay one-twelfth of the next due CLXjFA Fee if not allocated pursuant to seventh above, and
second to the Subordinate Cashtrap Account, and (3) after the payment of dl Deferred Issuance Costs and
the first Allocation Date upon which the Bonds are no longer Outstanding, Excess Revenues will be
transferred first, to the Owner, an amount equal to flie Owner's verified expenses incurred for such Fiscal
Year as such amount shall be certified to the Trustee by the Owner, to the PAC an amount not to exceed
$4,000 per Fiscal Year to pay the PAC's verified expenses with respect to the Project for the related Fiscal
Year as such amount shall be certified to the Trustee by the Owner and to pay one-twelfth of the next due
CLGFA Fee if not allocated pursuant to seventh above, and second, to transfer 100% of the remaining
amounts to the Senior Cashtrap Account; and

(B) if on any Allocation Date, (1) the Senior Debt Service Coverage Ratio has exceeded 1.60x
for the two most recently preceding Fiscal Years based on audited financial statements, (2) the Senior Debt
Service Reserve Fund, the Replacement Reserve Fund, the Escrow Accoimt, the Rebate Fund, the Senior
Bonds Interest Account, the Senior Bonds Principal Account and the Expense Fund have on deposit therein
the amounts required to be on deposit therein, and (3) no Event of Default or Trigger Event exists, the
Trustee will, upon receipt of written notice from the Controlling Party, allocate Excess Revenues as
follows: (X) prior to the payment of all Deferred Issuance Costs, to the Owner an amount not to exceed
$20,000 per Fiscal Year to pay the Owner's expenses, as such amount shall be certified by the Owner to
the Trustee, to the PAC an amount not to exceed $4,000 per Fiscal Year to pay the PAC's verified
expenses incurred with respect to the Project for the related Fiscal Year as such amount shall be certified
to the Trustee by the Owner and to pay one-twelfth of the next due CLGFA Fee if not allocated pursuant
to seventh above, and thereafter 55% of the Excess Revenues to the Owner Account and the remaining
45% of the Excess Revenues to the Consultant Account; provided that if the Owner Account has been
closed, then all of such remaining Excess Revenues shall be transferred to the Consultant Accoimt, and if
the Consultant Account has been closed, then all of such remaining Excess Revenues shall be transferred
to the Owner Account, and (Y) after the payment of all Deferred Issuance Costs, to the Owner an amount
equal to its verified expenses incurred during such Fiscal Year as such amount shall be certified by the
Owner to the Trustee, to the PAC an amount not to exceed $4,000 per Fiscal Year to pay the PAC's
verified expenses incurred with respect to the Project for the related Fiscal Year as such amount shall be
certified to the Trustee by the Owner and to pay one-twelfth of the next due CLGFA Fee if not allocated
pursuant to seventh above, and thereafter 100% of the remaining Excess Revenues into the Subordinate
Cashtrap Account; provided that if the Senior Debt Service Coverage Ratio in any succeeding month falls
below 1.60x, upon receipt of written notice from the Controlling Party, the Trustee will not allocate any
Excess Revenues in accordance with the provisions of clause (B) above, but will immediately, and
continuously thereafter (subject to the next sentence), if no Event of Default or Trigger Event exists, make
all transfers out of the Revenue Fund in accordance with (A) above. If a Trigger Event or an Event of
Default exists of which the Trustee has actual knowledge, the Trustee will make transfers out of the
Revenue Fund as set forth below under "—^Existence of Trigger Event or an Event of Default." If no
Bonds are Outstanding and all other Accounts are funded at the levels then required the Trustee shall pay
to the Owner an amount equal to its expenses incurred as such amount shall be certified by the Owner to
the Trustee, to the PAC an amount not to exceed $4,000 per Fiscal Year to pay the PAC's verified
expenses incurred with respect to the Project for the related Fiscal Year as such amount shall be certified
to the Trustee by the Owner and to pay one-twelfth of the next due CLGFA Fee if not allocated pursuant
to seventh above, and thereafter 100% of the Excess Revenues remaining on deposit in the Revenue Fund
shall be deposited into the Senior Cashtrap Account.
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The table on the next page sets forth a flow chart regarding flie flow of funds prior to the occurrence of
an "Event of Default" or "Trigger Event".
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FLOW OF FUND. .^MO TRIGGER
E V E N T O R E V E N T O F D E F A U L T E X I S T S

R e n t s f r o m
R e s i d e n t s a n d

o t h e r R e v e n u e s Subord ina te Bonds Pr inc ipa l
A c c o u n t

R e v e n u e

F u n d d )
S e n i o r B o n d s
I n t e r e s t A c c o u n t

F i n a n c i a l S e c u r i t y
P r e m i u m

Replenish Subordinate Bonds
D e b t S e r v i c e R e s e r v e F u n d

S e n i o r B o n d s
P r i n c i p a l A c c o u n t

Rep len ish Sen ior
D e b t S e r v i c e
R e s e r v e F u n d

U t i l i t y
Expense

A d d i t i o n a l
T r u s t e e F e e s

( i f a n y )

F i n a n c i a l S e c u r i t y
Expenses
( i f a n y )

Property Manager
M a n a g e m e n t F e e

Replenish Subordinate
Pledged Funds Account

Reimburse Agency for Funding of
Subordinate Pledged Funds Account

I n - L i e u - o f - Ta x e s t o C i t y

Capital Replacement
R e s e r v e F u n d

P r o p e r t y O p e r a t i n g
Expenses Repay Owner Loan

E s c r o w A c c o u n t

( I n s u r a n c e )

Expense Fund
( T r u s t e e ' s F e e s )

( C L G FA ' s F e e s )

R e b a t e
Fund

S u b o r d i n a t e
B o n d s I n t e r e s t

A c c o u n t

F i r s t $ 1 2 5 , 0 0 0 t o
Senior Cashtrap

A c c o u n t

O w n e r a n d PA C A n n u a l

Expenses up to $24,000

5 0 % S e n i o r
Casht rap

A c c o u n t

5 0 % o f E x c e s s

Repay Deferred
O w n e r C o s t s &

E x c e s s O w n e r F e e s

5 0 % o f E x c e s s

Repay Deferred
C o n s u l t a n t

C o s t s

O w n e r a n d
PA C A n n u a l

Expenses

R e m a i n d e r
t o

S u b o r d i n a t e

Cashtrap
A c c o u n t

(1) Amounts on deposit in Revenue Fund will be applied on each Allocation Date by the Trustee in the order indicated.
(2) So long as (a) the Deferred Issuance Costs have not been paid in full, (b) there is not an Event of Default or Trigger Event and (c) the Senior Debt Service Coverage Ratio
does not exceed 1.60x, cashflow will follow this direction- (See "SECURITY FOR THE BONDS-Revenue Fund" herein).
(3) At such time as (a) the Deferred Issuance Costs have been paid in full, (b) there is not an Event of Default or Trigger Event and (c) the Senior Debt Service Coverage Ratio
does not exceed 1.60x, cashflow will follow this direction. If the Senior Debt Service Reserve Coverage Ratio exceeds 1.60x for two consecutive Fiscal Years and certain other
conditions are met, all of the remaining Revenues will be applied first to pay Owner's expenses and all remaining amounts will be deposited into the Subordinate Cashtrap Account,
and no amounts will be deposited into the Senior Cashtrap Account unless such conditions are no longer met. (See "SECURITY FOR THE BONDS-Revenue Fund" herein).
Source: E. Wagner & Associates, Inc.
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Existence of Trigger Event or an Event of Default. "Trigger Event" means as of the Closing Date any
of the following:

(a) the Senior Debt Service Coverage Ratio for the Project falls below 1.20x for any calendar
month or Fiscal Year;

(b) the Vacancy Factor for the Project exceeds 5% for any calendar month;

(c) the Nonowner Occupied Percentage in the Project exceeds 2% for any calendar month
(other than homes occupied by the Property Manager); or

(d) any insurance policy relating to the Project required by the Loan Agreement is provided
by an insurance company rated less than "A" by S&P or "A2" by Moody's and such insurance policy is
not replaced with a policy provided by an insurance company meeting such rating requirements by the next
renewal date .

"Senior Debt Service Coverage Ratio" means, with respect to a calendar month, NOI for the related calendar month,
divided by Senior Debt Service for such calendar month and, with respect to a Fiscal Year, NOI for the related
Fiscal Year divided by Maximum Annual Senior Debt Service; and "Vacancy Factor" means with respect to a
calendar month, a fraction, expressed as a percentage, equal to the actual number of vacant spaces in the Project
as of the first day of the calendar month divided by the total number of spaces in the Project other than those used
by the Property Manager which shall not exceed two.

If a Trigger Event or an Event of Default exists of which the Trustee has received notice, until the
Trustee receives a Cure Notice from the Controlling Party, the Trustee will not allocate or transfer funds held in
the Revenue Fimd in accordance with the provisions set forth in the preceding paragraph, but on each Allocation
Date will withdraw all fimds on deposit in the Revenue Fund and apply such funds in the following order of
priority:

first, to deposit into the Senior Bonds Interest Account an amount equal to one-sixth of the amoimt
of interest due and payable on the Senior Bonds on the next Interest Payment Date, as indicated on the
most recent Loan Payment Schedule, plus an amount equal to any shortfall in the amoimt previously
required to be deposited or paid therein to the extent of such shortfall; except that on each Allocation Date
prior to October 1, 1997, the Trustee will deposit $79,120 into the Senior Bonds Interest Account;

second, to deposit to the Senior Bonds Principal Account an amount equal to one-twelfth of the
amount of principal of the Senior Bonds due and payable on the next Interest Payment Date on which a
scheduled payment of principal is due including sinking fimd redemptions, as indicated on the most recent
Loan Payment Schedule, plus an amount equal to any shortfall in the amount previously required to be
deposited or paid therein to the extent of such shortfall, except that on each Allocation Date prior to
October 1, 1998, the Trustee shall deposit $11,944 into the Senior Bonds Principal Account;

third, to deposit to the Senior Debt Service Reserve Fund for the Senior Bonds, any difference
between the Senior Reserve Requirement and the amounts on deposit therein;

fourth, to pay to the Property Manager the amount to be applied to pay the utility expenses of the
Project for the prior calendar month, plus an amount equal to any shortfall in the amount previously
required to be deposited or paid therein to the extent of such shortfall, as certified to the Trustee by the
Property Manager;

fifth, to deposit in the Replacement Reserve Fund (A) the amount required to be deposited therein
for such month, as indicated on the most recent Loan Payment Schedule, and (B) any Variance paid since
the immediately preceding Allocation Date with respect to an expenditure itemized on the Capital Plan, in
accordance with the Loan Agreement, plus an amount equal to any shortfall in the amount previously
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required to be deposited or paid therein to the extent of such shortfall as such amounts are certified to the
Trustee by the Property Manager;

sixth, to deposit in the Escrow Account an amoimt equal to the required monthly deposit for
Reserve Costs indicated on the most recent Loan Payment Schedule, plus an amount equal to any shortfall
in the amount previously required to be deposited or paid therein to the extent of such shortfall;

seventh, to deposit in the Expense Fund an amount equal to one-sixth of the next due semiannual
payment of the Trustee's Fee (subject to the next sentence) and one-twelfth of the next due annual payment
of CLGFA's Fee, as indicated on the most recent Loan Payment Schedule, plus an amount equd to any
shortfall in the amount previously required to be deposited or paid therein to the extent of such shortfall.
If a Rent Control Fee is imposed pursuant to the Rent Adjustment Ordinance, the CLGFA Fee in an
amount equal to the Rent Control Fee will not be allocated pursuant to this clause seventh',

eighth, to pay to Financial Security the Premium due and payable with respect to the Policy, as
indicated on the most recent Loan Payment Schedule, plus an amount equal to any shortfall in the amount
previously required to be paid thereto to the extent of such shortfall;

ninth, to pay any reasonable expenses of the Trustee incurred in accordance with the Indenture,
plus an amount equal to any shortfall in the amoimt previously required to be paid thereto to the extent of
such shortfall;

tenth, to pay any expenses or amounts due and payable to Financial Security under the Indenture
or the Insurance Agreement, plus an amount equal to any shortfall in the amount previously required to
be paid thereto to the extent of such shortfall;

eleventh, to pay to the Property Manager the Management Fee due for the prior month, as
indicated on the most recent Loan Payment Schedule, plus an amount equal to any shortfidl in the amount
previously required to be paid thereto to the extent of such shortfall;

twelfth, to pay to the Property Manager the amount of monthly operating expenses for the Project,
as set forth in the most recent Operating Budget (but specifically excluding any utilities expenses to be paid
to the Property Manager under fourth above), together with any amoimt approved by the Controlling Party
to pay any other operating expenses then due, plus an amount equal to any shortfall in the amount
previously required to be paid thereto to the extent of such shortfall as such amount shall be certified to
the Trustee by the Property Manager;

thirteenth, to remit to the Trustee for deposit in the Rebate Fund an amount equal to the amounts
required to be made as a rebate payment pursuant to the Indenture, plus an amount equal to any shortfall
in the amoimt previously required to be deposited or paid therein to the extent of such shortfall; and

fourteenth, all remaining amounts to be deposited to the Senior Cashtrap Account.

Cashtrap Accounts

Funds deposited to the Senior Cashtrap Account are available solely for the Senior Bonds or as otherwise
directed by Financial Security. Any funds remaining in the Senior Cashtrap Account when no Senior Bonds remain
Outstanding under the Indenture and no amounts are payable to Financial Security will (i) if any Bonds are
Outstanding be deposited to the Subordinate Cashtrap Account and (ii) if no Bonds are Outstanding, be transferred
to the Owner.

Funds deposited to the Subordinate Cashtrap Account will be used solely as follows in the following order
of priority: (i) first, to make up any deficiencies with respect to amounts on deposit in the Subordinate Bonds
Interest Account and Subordinate Bonds Principal Account after drawing amounts from the Subordinate Debt Service
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Reserve Fund or the Subordinate Pledged Funds Account, and (ii) second, to redeem or defease the Bonds as
directed by the Owner.

AS LONG AS NO FINANQAL SECURITY DEFAULT EXISTS, FINANCIAL SECURITY WILL
H A V E T H E S O L E R I G H T T O D I R E C T R E M E D I E S U P O N T H E O C C U R R E N C E O F A N E V E N T O F
DEFAULTUNDER THE INDENTURE, AND FINANCIAL SECURITY MAY WAIVE EVENTS OF DEFAULT
A N D T R I G G E R E V E N T S , AT A N Y T I M E W I T H O U T T H E C O N S E N T O F O W N E R S O F B O N D S .
F I N A N C I A L S E C U R I T Y H A S N O O B U G A T I O N T O C A U S E B O N D S T O B E R E D E E M E D I F A N Y E V E N T
OF DEFAULT OR TRIGGER EVENT EXISTS, AND AS LONG AS NO FINANCIAL SECURITY DEFAULT
EXISTS, OWNERS HAVE NO RIGHTS TO DIRECT THE TRUSTEE WITH RESPECT TO SUCH MATTERS
U N L E S S F I N A N C I A L S E C U R I T Y G I V E S I T S C O N S E N T T O A N Y S U C H D I R E C T I O N .

S U M M A R Y O F T H E F L E D G E A G R E E M E N T

G e n e r a l

The Housing Assistance Pledge Agreement (the "Pledge Agreement") provides for the Agency to assist the
Owner in connection with the repayment of the Bonds by a pledge in an amount not to exceed the Pledge Amount
per Bond Year commencing with the Bond Year 1997-98 of Housing Set-Aside Revenues (as defined below) in the
Agency's Low and Moderate Income Housing Fund (the "Housing Fund"), to be paid to the Trustee for the payment
of principal and interest for the Bonds. "Housing Set-Aside Revenues" means monies allocated to the Agency
derived from that portion of taxes levied upon assessable property within the Novato Redevelopment Project Area
(the "Project Area") pursuant to Article 6 of Chapter 6 of the Redevelopment Law and Section 16 of Article XVI
of the Constitution of the State of California (including all payments and reimbursements, if any, to the Agency
specifically attributable to ad valorem taxes lost by reason of tax exemptions and tax rate limitations) and required
to be placed in the Housing Fund for use in preserving, increasing and improving the supply of low- and moderate-
income housing that benefits the City.

For a more detailed discussion of the Pledge Agreement, see "Appendix A—CERTAIN DEFTNlTlONS
AND SUMMARY PROVISIONS OF THE LEGAL DOCUMENTS—The Pledge Agreement" herein.

Pledge of Pledged Tax Revenues

Under the Pledge Agreement, the Agency agrees to pledge the Pledged Tax Revenues to the repayment of
the principal of and interest on the Bonds when due in order to enable the Owner to acquire the Project. Funds on
deposit in the Subordinate Pledged Funds Account may not be used to redeem Bonds or to pay expenses relating
to the Project and the Bonds. "Pledged Tax Revenues" as defined in the Pledge Agreement means for each Agency
Fiscal Year, commencing with the Agency Fiscal Year from July 1, 1997 to June 30, 1998, the first Housing Set-
Aside Revenues in an amount equal to the Pledge Amount for such Agency Fiscal Year. "Pledge Amount" as
defined in the Pledge Agreement means an amount equal to $130,000 multiplied by a fraction which is derived by
dividing the Average Annual Debt Service as of the ̂ te of calculation by die Average Annual Debt Service as of
the Closing Date. The Subordinate Pledged Funds Account will be initially funded in the amoimt of the Pledge
Amount from the proceeds of the Bonds.

The obligations of the Agency pursuant to the Pledge Agreement are secured by a pledge of and first lien
on Pledged Tax Revenues. The Agency covenants to take all actions and execute all documents as may be required
to ensure the timely payment to the Trustee of all Pledged Tax Revenues to which the Agency is entitled, and to
apply all Pledged Tax Revenues to the payment of its obligations imder the Pledge Agreement, subject to the terms
of the Pledge Agreement. The obligation of the Agency to make the payments required imder the Pledge Agreement
are payable solely from the Pledged Tax Revenues. The Agency's obligations under the Pledge Agreement,
including the pledge of and first lien on the Pledged Tax Revenues, terminates upon the later to occur of:
(a) payment in fiill of all obligations owed to the Agency under the Pledge Agreement, (b) the Termination Date
and (c) March 31, 2012.

—
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All amounts then on deposit in the Subordinate Pledged Funds Account on the Termination Date shall be
applied by the Trustee first, to pay principal of and interest on any Bonds then Outstanding, second, to reimburse
the Agency for all unreimbursed amoimts deposited by the Agency into the Subordinate Pledged Funds Account,
together with interest thereon as calculated in accordance with the Pledge Agreement, and third, (a) if the Pledge
is terminated on or prior to April 1, 2009, 60% of the amount in the Subordinate Pledged Funds Account will be
applied for capital improvements for the Project and the remaining funds will be transferred to the Agency and (b) if
the Pledge is terminated after April 1, 2009, then all amounts on deposit in the Subordinate Pledged Funds Account
will be transferred by the Trustee to the Agency.

L i m i t a t i o n o n F u t u r e I n d e b t e d n e s s

The Agency may not issue or incur any Parity Lien Debt. The Agency shall not be restricted from issuing
or making any obligations payable from or secured by the Housing Set-Aside Revenues which are junior and
subordinate to the pledge of and lien upon Housing Set-Aside Revenues xmder the Pledge Agreement. TTie Agency
shall not incur or issue any obligation payable from or secured by the Housing Set-Aside Revenues which are senior
or superior to the pledge of and lien upon Pledged Tax Revenues xmder the Pledge Agreement.

Repayment of Obligation to Agency

All amounts paid by the Agency for deposit into the Subordinate Pledged Funds Accoimt and not previously
repaid to the Agency shall bear interest from the date such amoimt is paid by the Agency to, but not including, the
date of repayment at an interest rate of 7.50% per annum calculated on the basis of a 360-day year of twelve 30-day
months. Subject to the provisions of the Pledge Agreement, all such amounts owed to the Agency shall be paid,
except as otherwise expressly provided in the Pledge Agreement, from Revenues in the priority set forth in the
I n d e n t u r e .

In addition, and as an independent and separate obligation of the Project, arising only after no Senior Bonds
remain Outstanding and all amounts due to Financial Security under the Insurance Agreement or the Indenture have
been paid in full, all amounts paid by the Agency under the Indemnification Agreement and not previously repaid
to the Agency shall be repaid to the Agency from Revenues of the Project and shall bear interest from the date such
amount is paid by the Agency to, but not including, the date of repayment at an interest rate of 7.50% per annum
and shall be calculated on the basis of a 360-day year of twelve 30-day months.

Rent Adjustments

In each Calendar Year, commencing with Calendar Year 1998, the PAC and the Owner shall promptly take
action to raise rents with respect to the mobile home sites located in the Project by an amount at least equal to 75%
of the percentage increase in the Consumer Price Index for the preceding Calendar Year. In addition, unless
Financial Security has agreed to release the amount required from the Senior Cashtrap Account or such increase
is otherwise being funded from another source, the PAC and the Owner shall promptly take action to provide for
or raise the current capital improvement pass-through rents with respect to the mobile home sites located in the
Project to the extent that the current Replacement Reserve Requirement is less than the Replacement Reserve
Requirement for the succeeding Fiscal Year, based on the Capital Plan.

The Owner and the PAC covenant that they will fix, charge and collect, or cause to be fixed, charged and
collected, rates, rentals, fees and charges for the use of and for the services furnished or to be furnished by the
Project which will be sufficient in each Fiscal Year to produce an NOI for Pledge Agreement equal to at least
$100,000 for such and each subsequent Fiscal Year. The PAC covenants to review on a monthly basis the projected
budget for the Project. If pursuant to such review the PAC determines that the NOI for Pledge Agreement during
the immediately previous or the next twelve-month period was or is expected to be less than $100,000 for such
twelve-month period, then the PAC and the Owner will raise rents in an amount necessary to cause the NOI for
Pledge Agreement to equal $100,000 for the next twelve months. All rent adjustments hereunder shall be subject
to the requirements of (i) the Rent Adjustment Ordinance to the extent then applicable to the Project and (ii)
Article V hereof as applicable to Very Low Income Spaces, Lower Income Spaces and Moderate Income Spaces
rented to Very Low Income Residents, Lower Income Residents and Moderate Income Residents, respectively.
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R I S K FA C T O R S

THE BONDS ARE SUBJECT TO CERTAIN RISKS. The following information should be considered
by prospective investors in evaluating the Bonds. However, the following does not puiport to be an exhaustive
listing of risks and other considerations which may be relevant to investing in the Bonds, and the order in which
the following information is presented is not intended to reflect the relative importance of any such risks. Other
factors affecting the Pledged Tax Revenues of the Agency are discussed herein imder the caption
" C O N S I D E R A T I O N S A F F E C T I N G R E D E V E L O P M E N T A G E N C I E S . "

Limited Information on the Project

THE INFORMATION PROVIDED HEREIN REGARDING THE PROJECT IS BASED ON
AVA I L A B L E I N F O R M AT I O N P R O V I D E D P R I M A R I LY B Y T H E A P P R A I S E R P U R S U A N T T O A N
APPRAISAL REPORT DATED NOVEMBER 1, 1996, RELATED TO THE PROJECT AND BY THE
P R O P E R T Y M A N A G E R . I N F O R M A T I O N F R O M T H E A P P R A I S A L R E P O R T I S I N C L U D E D I N
RELIANCE UPON THE APPRAISER AS EXPERTS IN REAL ESTATE APPRAISAL AND EVALUATION,
A N D I S I N C L U D E D W I T H T H E W R I T T E N C O N S E N T O F S U C H F I R M . I N F O R M AT I O N P R O V I D E D
BY THE PROPERTY MANAGER REGARDING THE PROJECT IS INCLUDED IN RELIANCE UPON
T H E P R O P E R T Y M A N A G E R A S E X P E R T S I N T H E O W N E R S H I P A N D M A N A G E M E N T O F
MOBILEHOME PARKS IN THE STATE OF CALIFORNIA, AND IS INCLUDED WITH THE WRITTEN
CONSENT OF SUCH FIRM. HISTORICAL FINANCIAL INFORMATION REGARDING THE PROJECT
I S L I M I T E D A S T H E R E A R E N O A U D I T E D F I N A N C I A L S TAT E M E N T S F O R T H E P R O J E C T A N D
S U C H H I S T O R I C A L F I N A N C I A L I N F O R M AT I O N I S N O T AVA I L A B L E I N R E L I A B L E F O R M . N O
PA R T Y I S W I L L I N G T O C E R T I F Y O R P R O V I D E A N Y A D D I T I O N A L P R O J E C T I N F O R M AT I O N
OTHER THAN THE INFORMATION CONTAINED HEREIN. INVESTORS SHOULD RELY, IN
MAKING THEIR INVESTMENT DECISIONS, SOLELY UPON THE DEFORMATION PROVIDED
H E R E I N .

G e n e r a l

The Bonds are payable on a basis subordinate to the Senior Bonds (except as otherwise provided in the
Indenture and described herein) solely from all amounts held by the Trustee under the Indenture (except amounts
on deposit in the Senior Accounts, Policy Payments Account and the Rebate Fund) and, in certain circumstances,
amounts, if any, realized pursuant to the exercise of remedies under the Indenture, the Loan Agreement and the
Mortgage.

No representations or assurances can be made that revenues will be realized with respect to the Project in
the amounts necessary to make payments sufficient to pay the principal of, premium, if any, and interest on the
Bonds, or that the Trustee, upon the taking of remedial action imder the Indenture, the Loan Agreement, the Pledge
Agreement or the Mortgage, will be able to realize amounts sufficient for such purpose. Future revenues and
expenses related to the Project are generally subject to, among other things, changes in government regulations, the
capabilities of management, the competition and number of mobile home park spaces available in the area of the
Project, changes in the neighborhood of the Project, prevailing market rentals in the areas of the Project and
numerous other factors, including economic developments in the area and changes in the economy in general and
the location of the Project in particular, and other conditions which are unpredictable. See "APPENDIX D—CITY
OF NOVATO" for certain general and economic information regarding the City of Novato and the surrounding
a r e a .

S u b o r d i n a t e N a t u r e o f B o n d s

Furthermore, except as otherwise specifically provided in the Indenture, the Senior Bonds are superior to
and have priority over the ̂ nds, and the Bonds are junior and subordinate to the Senior Bonds. On each Interest
Payment Date, the Trust Estate will be applied first to the payments of principal, if any, interest and premium, if
any, then due on the Senior Bonds then to certain fees and expenses relating to the Bonds and the Project, and then
to the payment of piifiStpal, if any, interest and premium, if any, then due on the Bonds; provided, however, that
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amounts in the Subordinate Pledged Funds Account, the Subordinate Debt Service Reserve Fund and the Subordinate
Cashtrap Account are solely for the benefit of and secure payment of the principal of and interest on, the Bonds.

Early Redemption Risks

In the event of redenq>tion of the Bonds, a Bondholder's reinvestment opportunities may not provide a
return equivalent to the return expected on the Bonds. The Bonds are subject to schooled mandatoiy sinking fund
redemption in part and are also subject to optional redemption on and after October 1, 2008. Under certain other
circumstances, including but not limited to, earthquake and flood risks, the likelihood of which are not subject to
projection, die Bonds may be redeemed at any time and without premium (see "THE BONDS—^Extraordinary
Redemption From Insurance or Condemnation Proceeds"). In addition, the PAG and the Corporation intend to
pursue other low cost governmental and charitable sources of funds after the issuance of the Bonds. If successful,
die proceeds from such sources may be deposited into an escrow account and used to redeem all or a portion of the
Bonds on the first optional call date. No prediction can be made as to whether the PAC or the Corporation will
be successfu l .

No Control of Remedies

So long as die Senior Bonds are outstanding, the owners of the Bonds shall have no right to direct any
remedies or to foreclose upon the Project upon the occurrence and continuance of an Evrat of Default under the
Indenture. The owners of the Senior Bonds, with the consent of Financial Security, and Financial Security will have
the exclusive right to direct remedies, including foreclosing on the Mortgage, upon the occurrence and continuance
of an Event of Default under the Indenture, even if such action is detrimental to the owners of the Bonds. Financial
Security has no obligation to consider effects of its actions on the holders of the Subordinate Bonds. See
" A P P E N D D C A — C E R T A I N D E F I N m O N S A N D S U M M A R Y P R O V I S I O N S O F T H E L E G A L
D O C U M E N T S — T H E I N D E N T U R E — ^ E v e n t s o f D e f a u l t " a n d " — R e m e d i e s " h e r e i n .

Limited Liability

N E I T H E R T H E F A I T H A N D C R E D I T N O R T H E T A X I N G P O W E R O F T H E S T A T E O F
CALIFORNIA NOR ANY POLITICAL CORPORATION OR SUBDIVISION OR AGENCY THEREOF,
NOR THE FAITH AND CREDIT OF CLGFA, THE OWNER, THE AGENCY, THE CITY, OR THE
MEMBERS OF CLGFA, IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF OR INTEREST ON
THE BONDS. NONE OF THE STATE OF CALIFORNIA, ANY POLITICAL SUBDIVISION THEREOF,
THE OWNER, THE AGENCY, THE CITY, AND THE MEMBERS OF CLGFA (EXCEPT CLGFA, TO
THE LIMITED EXTENT OF THE ASSIGNMENT OF SUBSTANTIALLY ALL OF ITS RIGHT, TITLE
AND INTEREST IN THE LOAN AGREEMENT AS SET FORTH IN THE INDENTURE) SHALL IN ANY
EVENT BE LIABLE FOR THE PAYMENT OF THE PRINCIPAL OF, PREMIUM (IF ANY) OR INTEREST
ON THE BONDS OR FOR THE PERFORMANCE OF ANY FLEDGE, OBLIGATION OR AGREEMENT
OF ANY KIND WHATSOEVER OF CLGFA, AND NONE OF THE BONDS OR ANY OF CLGFA'S
A G R E E M E N T S O R O B L I G AT I O N S S H A L L B E C O N S T R U E D TO C O N S T I T U T E A N I N D E B T E D N E S S
OF OR A PLEDGE OF THE FAITH AND CREDIT OF OR A LOAN OF THE CREDIT OF ANY OF THE
F O R E G O I N G W I T H I N T H E M E A N I N G O F A N Y C O N S T I T U T I O N A L O R S TAT U T O R Y P R O V I S I O N S
WHATSOEVER. THE BONDS ARE SPECIAL OBL IGATIONS OF CLGFA AND DO NOT CONSTITUTE
A DEBT OR LIABILITY OF THE OWNER, THE AGENCY, THE CITY, THE STATE OF CALIFORNIA
OR ANY POLITICAL SUBDIVISION THEREOF, AND NEITHER THE OWNER, THE CITY, THE
AGENCY, THE STATE NOR ANY OF ITS POLITICAL SUBDIVISIONS IS LIABLE THEREON NOR IN
A N Y E V E N T S H A L L T H E B O N D S B E PAYA B L E O U T O F A N Y F U N D S O R P R O P E R T I E S O T H E R
THAN THE REVENUES, ASSETS AND MONEYS PLEDGED UNDER THE INDENTURE. THE OWNER,
T H E A G E N C Y A N D C L G FA H AV E N O TA X I N G P O W E R .
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THE BONDS ARE NOT INSURED OR GUARANTEED BY ANY PERSON.

Limited Obligation of Owner

Revenues consist primarily of payments to be made by the Owner under the Loan Agreement and Note
which are derived primarily trom the Project. The obligations of the Owner (or any future owner of the Project)
imder the Loan Agreement and Note are not enforceable personally against die Owner and such obligations are
secured only by the properties and liens specifically conveyed or encumbered as security therefor, including the
Project and the revenues derived from the Project. No representation or assurance can be given that the Project
will generate revenues to enable the Owner to meet its payment obligations imder the Loan Agreement and Note.
In the event that the Owner defaults in its obligations, payment of the principal of and interest on the Bonds will
be payable from amounts on deposit in the Subordinate Pledged Fimds Account, Subordinate Debt Service Reserve
Fund and from amounts, if any, available in certain other fimds held by the Trustee.

Conditions Which May Affect
Owner's Ability to Pay

Numerous conditions, which are not accurately predictable, could have an impact upon the revenues and
expenses of the Owner and, as a result, upon its ability to make timely payment under the Loan Agreement and the
Subordinate Note. In particular, the ability of the Project to generate revenues and sufficient rental income to pay
all interest on and principal of the Bonds as due will depend on achieving and maintaining a high occupancy rate
in the Project. Factors that may affect the ability of the Owner to lease the mobile home sites of the Project and
thus generate sufficient income include the supply and demand for mobile home facilities in the market area, changes
in tax and zoning laws, the availability and costs of other competing housing facilities, the ability of residents to
meet payments and other factors.

The ability of the Owner to generate sufficient income in the future will also depend upon other factors
which cannot be predicted with any assurance. Such factors include general and local economic conditions which
may affect demand for mobile home units. Spaces such as those which form the Project are subject to rising
operating costs, fluctuating occupancy levels, adverse economic conditions and changes in neighborhood preferences.
Other facilities, including mobilehome parks, already exist and others may be financed, developed, constructed and
operated by any party and could compete with the IVoject for tenants. Tbe existence of competing facilities could
adversely affect occupancy and revenues of the Project. The ability of the Owner to generate sufficient income will
depend on its ability to maintain occupancy of the Project at current occupancy levels. Thus, the cost of operating
the Project may exceed gross revenues therefrom, and there can be no assurance that profitable operations can be
ach ieved o r ma in ta ined .

Liquidation of Security May Not Be
Sufficient in the Event of Default

Bondholders must look primarily to the Project and the Pledged Tax Revenues to pay and satisfy the Bonds
in accordance with their terms. See "SECURITY FOR THE BONDS." In the event the Trust Estate is insufficient
to pay the amounts due under the Indenture and the Bonds, the owners of the Bonds will have no person or entity
to pursue for any deficiency which may exist. The practical use of the Project is limited to its use as a mobile home
park. If it were necessary to foreclose the lien of the Mortgage on the Project, net proceeds received will first be
applied to pay principal of and accrued interest on the Senior Bonds. Thus, there may not be sufficient net proceeds
after payment of the Senior Bonds to pay the principal of and accrued interest of the Bonds then Outstanding.
Bondholders do not have benefit of a municipal bond insurance policy issued by Financial Security for the Senior
B o n d s .

M a r k e t f o r t h e B o n d s

The Placement Agent is under no obligation to make a secondary market for the Bonds and no assurances
can be given as to whether such a market will develop. If a secondary market exists, there can be no guarantee
that the Bonds can be"150!d for any particular price. Prices upon resale of the Bonds could be substantially lower

2 6



than the original purchase price. In addition, due to the small size of the issue, any market for the Bonds will
necessarily be limited in size, with only intermittent trading activity expected. Furthermore, no rating of the Credit
of the Bonds has been sought or obtained from a national rating agency. Accordingly, a purchaser of the Bonds
should be prepared to have his or her funds committed for an indefinite period of time, perhaps until the Bonds
mature or are redeemed.

Bankruptcy

In addition to the limitation on remedies contained in the Indenture and the Loan Agreement, the rights and
remedies provided in the Indenture and the Loan Agreement may be limited by and are subject to the provisions
of federal bankruptcy laws and to other laws or equitable principles that may affect the enforcement of creditors'
rights generally.

Under Chapter 9 of the Bankruptcy Code (Title 11, United States Code), which governs the bankruptcy
proceedings for public agencies such as the Owner and CLGFA, there are no involuntary petitions in bankruptcy.
If the Owner were to file a petition under Chapter 9 of the Bankruptcy Code, the Bondholders and the Trustee could
be prohibited from taking any steps to enforce their rights under the Indenture, and from taking any steps to collect
amounts due f rom the Owner imder the Indenture.

Certain Factors Affecting Mobile Home Parks Generally

Historically, mobile home parks in the City have operated at or near full occupancy. There can be no
assurance that mobile home parks, including the Project, will continue to operate as such. In addition, mobile home
parks in the City are subject to certain restrictions with respect to rent increases. See "SUMMARY OF THE RENT
A D J U S T M E N T O R D I N A N C E " h e r e i n .

Value of Project; Economic Feasibility

The economic feasibility of the Project depends in large part upon its being substantially occupied. The
Owner is required, among other things, to rent a portion of the spaces to residents who qualify as "Very Low
Income Residents," "Lower Income Residents" and "Moderate Income Residents" at restricted rental rates as
described herein under the caption "APPENDIX A—CERTAIN DEFINITIONS AND SUMMARY PROVISIONS
O F T H E L E G A L D O C U M E N T S — ^ T H E P L E D G E A G R E E M E N T. " T h e r e c a n b e n o a s s u r a n c e t h a t t h e O w n e r
will be able to rent spaces to comply with these requirements or at rentals which will enable it to make timely
payments under the Loan Agreement and the Note.

The Appraisal indicates that as of the date of the Appraisal, the appraised value of the Project was
approximately equal to the outstanding principal amount of the [Senior Bonds and the Bonds]. Based upon the
Appraisal, the PAC believes that the current fair market value of the Project if purchased by a private pâ  may
be less than the principal amount of the Senior Bonds and the Bonds because a private purchaser would (i) have to
finance the acquisition of the Project conventionally, (ii) be subject to ad valorem taxation and (iii) require a higher
return on equity than the Owner which is purchasing the Project for the benefit of the residents. There can be no
assurance that flmds sufficient to pay the principal amount of the Senior Bonds and the Bonds at maturity or earlier
redemption could be obtained through the sale or refinancing of the Project to a private parfy. Such payments will,
however, be additionally secured by the Senior Debt Service Reserve Fund and by certain other funds held by the
Trustee, if available, although such amounts taken together, still may be insufficient to pay the principal of and
interest on the Senior Bonds and the Bonds.

E n v i r o n m e n t a l R i s k s

The PAC knows of no environmental problems or liabilities in or on the real property or on adjacent
properties which would adversely affect the value of the Project as security. Since certain environmental problems
are hidden by time, nature or both, it is possible that there could exist soil or groundwater contamination on site,
which at some point in time might require remediation. However, the environmental soils analysis did not reveal
any evidence of significant soil or groundwater contamination and the PAC has no reason to suspect that such exists.
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Additionally, a Phase I Environmental Assessment was conducted on the Project and no evidence was found
suggesting the Project has been affected by the improper use, storage or disposal of hazardous materials from
existing or historical on-site sources. In the event the Project is determined at some future time, however, to require
environmental remediation, the result could be a substantial or total loss of market value.

Earthquake Risk

According to the City of Novato Building Department, the Project is located within Zone 4, which is the
highest earthquake risk zone in the State of California. Although the Owner is required to obtain and maintain
earthquake insurance as described under "APPENDIX A—CERTAIN DEFINITIGNS AND SUMMARY
PROVISIONS OF THE LEGAL DOCUMENTS—THE LOAN AGREEMENT—Insurance, " there can be no
assurance that earthquake insurance will continue to be available at a reasonable cost or at any cost. See also
"—Insufficient Insurance and Land Sale Proceeds" below. Additionally, the owner-occupied mobilehomes may be
destroyed or damaged and the affected residents may be imable to pay their rents.

F l o o d R i s k

According to the City of Novato, the majority of the Project is located in an area defined as "areas outside
the SOO-year flood plain and identified as an area of moderate or minimal hazard." A small portion of the Project
is located in an area which is defined as "areas subject to 100-year flood." It is estimated that approximately 20
spaces in the Project are in this flood zone. The Owner is required to maintain flood insurance as described under
" A P P E N D I X A — C E R T A I N D E H N I T I O N S A N D S U M M A R Y P R O V I S I O N S O F T H E L E G A L
DOCUMENTS—^THE LOAN AGREEMENT—Insurance." If flooding occurs, the owner-occupied mobilehomes
may be destroyed or damaged and the affected residents may be imable to pay their rents.

I n s u f fi c i e n t I n s u r a n c e a n d L a n d S a l e P r o c e e d s

The Indenture provides that in the event of damage to, or destruction of the Project and the Controlling
Party determines not to repair or replace the Project, the Controlling Party will direct the Trustee as to the exercise
of remedies under the Mortgage including any sale of the real and personal property acquired through or in lieu of
such exercise. The net proceeds are to be used to redeem all or a pro rata share of the Bonds as described in the
Indenture. The Owner is required to maintain casualty insurance only in the amount equal to the replacement value
of the Project (see the discussion under the heading "APPENDIX A—CERTAIN DEFINITIONS AND SUMMARY
PROVISIONS OF THE LEGAL DOCUMENTS—THE LOAN AGREEMENT—Insurance"). Based on current
value of the real property comprising the Project, the PAC expects that there would be sufficient net proceeds
available from the sale of the real and personal property to redeem the Bonds; however, if real property values
decline or the Trustee is unable to sell the real and personal property at an adequate price, the net proc^ds may
not be sufficient to redeem Bonds in a principal amount sufficient to reduce debt service to a level that can be
supported by the Revenues from the remaining Project.

R e s i d e n t R e s t r i c t i o n s

The Owner, the PAC and the Agency are entering into a Housing Assistance Pledge Agreement and
Declaration of Restrictive Covenants dated as of March 1, 1997 (the "Pledge Agreement"). Pursuant to the Pledge
Agreement, the Owner agrees to reserve at least 80 spaces in the Project (and upon the occurrence of certain events,
130 spaces in the Project) to very low, lower and moderate income tenants at â ordable rents based on their income
in order to comply with the requirements of the California Health and Safety Code. The obligations of the Owner
to restrict spaces is subordinate to the obligation of the Owner to maintain the Senior Debt Service Coverage Ratio
a t l . S O x . S e e " A P P E N D K A — C E R T A I N D E F I N I T I O N S A N D S U M M A R Y P R O V I S I O N S O F T H E L E G A L
DOCUMENTS—^The Pledge Agreement" herein.

Reliance on Manager Expertise

The Owner was recently established pursuant to a Joint Exercise of Powers Agreement by and between the
City and the Agency. "SBe "THE OWNER" below. The PAC was created and is controlled by the residents of the
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Project. See "—PAC Controlled by Residents" below. The City and the Agency have been active participants with
respect to creating and maintaining affordable housing within the City. However, neither the City, the Agency, the
PAC nor the Owner have ever o>^ed, managed or operated a mobile home park. Consequently, the Owner and
the Owners of the Bonds will be relying on the experience, expertise and abilities of the Manager for the successful
operation of the Project. See "THE PROPERTY MANAGER" herein.

PAC Controlled by Residents

The PAC was created and is controlled by the residents of the Project. Although the PAC has covenanted
to increase rents upon the occurrence of certain events in accordance with the Rent Adjustment Ordinance and has
covenanted to operate the Project pursuant to the Delegation Agreement, it may not be in the best interest of the
residents of the Project for the PAC to comply with such covenants and agreements. In such event, the Trustee,
the Owner and others may need to pursue their respective remedies in order to enforce such covenants and
agreements of the PAC.

Reduction of Pledged Tax Revenues

Pledged Tax Revenues allocated to the Agency are determined by the incremental assessed value of taxable
property in the Project Area, the current rate or rates at which property in the Project Area is taxed, and the
percentage of taxes collected in the Project Area. Several types of events which are beyond the control of the
Agency could occur and cause a reduction in available Pledged Tax Revenues. A reduction of taxable values of
property in the Project Area or a reduction of the rate of increase in taxable values of property in the Project Area
caused by economic or other factors beyond the Agency's control (such as successful appeds by the property owner
for a reduction in a property's assessed value, a reduction of the general inflationary rate, a î uction in transfers
of property, the absence of one or more primary taxpayers, construction activity or other events that permit
reassessment of property at a lower value, or the destruction of property caused by natural or other disasters) could
occur, thereby causing a reduction in the Pledged Tax Revenues. Such a reduction in Pledged Tax Revenues could
have an adverse impact on the ability to make timely payment of principal of and interest on the Bonds.

Second, in addition to the other limitations on Pledged Tax Revenues described herein, the California
electorate or Legislature could adopt a constitutional or legislative property tax decrease with the effect of reducing
Pledged Tax Revenues payable to the Agency. There is no assurance that the California electorate or Legislature
will not at some future time approve additional limitations that could reduce the Pledged Tax Revenues and
adversely affect the security of iht Bonds.

Additionally, the Agency has no power to levy and collect property taxes. The receipt of Pledged Tax
Revenues by the Agency is dependent on the timely payment of property taxes by property owners within the Project
Area. Any substantial delinquencies in the payment of property taxes on property in Ae Project Area by a large
number of owners could have an adverse effect on the Agency's ability to pay Pledged Tax Revenues to CLGFA.
S e e " T H E R E D E V E L O P M E N T A G E N C Y O F T H E C I T Y O F N O V A T O " h e r e i n .

T H E O W N E R

The Owner was established pursuant to a Joint Exercise of Powers Agreement dated October 15, 1996, as
amended on November 4, 1996, by and between the City and the Agency. The Owner was created for the purpose
of financing, maintaining and operating land on which mobile homes or a mobile home park are, or may be, located
in the City and all buildings, improvements and equipment related to such land. The Owner is authorized pursuant
to Article 4 of the Bond Law to borrow money for the purpose of financing the acquisition of mobilehome parks
in the City.
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The Owner is administered by a Board of Directors, three members of which are appointed by the City
Council of the City and two members of which are appointed by the PAC. The Board is currently comprised of
the following persons appointed by the City Council:

N a m e O c c u p a t i o n

Patricia Ekland Novato Council Member, EPA Manager
Sonia Seeman Deputy Redevelopment Director—^Novato Redevelopment Agency
P h i l B r o w n F o r m e r C i t y M a n a g e r

The obligations of the Owner under the Loan Agreement do not constitute a debt of the City or the Agency;
and neither the City, the Agency, the State nor any of its political subdivisions, other than the Owner to the extent
of the revenues pledged under the Indenture, is liable therefor.

THE PROJECT

T H E I N F O R M AT I O N P R O V I D E D H E R E I N R E G A R D I N G T H E P R O J E C T I S B A S E D O N
AVAILABLE INFORMATION PROVIDED PRIMARILY BY PALMER, GROTH & PIETKA, INC. (THE
"APPRAISER") PURSUANT TO AN APPRAISAL REPORT DATED NOVEMBER 1,1996, RELATED TO
THE PROJECT AND BY STORZ MANAGEMENT COMPANY, INC. (THE "PROPERTY MANAGER").
I N F O R M A T I O N F R O M T H E A P P R A I S A L R E P O R T I S I N C L U D E D I N R E L I A N C E U P O N T H E
APPRAISER AS EXPERTS IN REAL ESTATE APPRAISAL AND EVALUATION, AND IS INCLUDED
W I T H T H E W R I T T E N C O N S E N T O F S U C H F I R M . I N F O R M AT I O N P R O V I D E D B Y T H E P R O P E RT Y
MANAGER REGARDING THE PROJECT IS INCLUDED IN RELIANCE UPON THE PROPERTY
M A N A G E R A S E X P E RT S I N T H E O W N E R S H I P A N D M A N A G E M E N T O F M O B I L E H O M E PA R K S I N
THE STATE OF CALIFORNIA, AND IS INCLUDED WITH THE WRITTEN CONSENT OF SUCH FIRM.

^ HISTORICAL FINANCIAL INFORMATION REGARDING THE PROJECT IS L IMITED AS THERE ARE
NO AUDITED FINANCIAL STATEMENTS FOR THE PROJECT AND SUCH HISTORICAL FINANCIAL
I N F O R M AT I O N I S N O T AVA I L A B L E I N R E L I A B L E F O R M . N O PA R T Y I S W I L L I N G T O C E R T I F Y
O R P R O V I D E A N Y A D D I T I O N A L P R O J E C T I N F O R M AT I O N O T H E R T H A N T H E I N F O R M AT I O N
CONTAINED HEREIN. INVESTORS SHOULD RELY, IN MAKING THEIR INVESTMENT DECISIONS,
S O L E LY U P O N T H E I N F O R M AT I O N P R O V I D E D H E R E I N .

General Description

Marin Valley Mobile Coimtiy Club Park (the "Project") is a 31S-space mobilehome park on a parcel of
approximately 63 acres located on the southern boundaiy of Ae City of Novato. Of the 315 spaces, 310 are double-
wide spaces available to accommodate coaches with dimensions of at least 24 feet by 56 feet. Currently, two triple-
wide coaches occupy two spaces, double-wide coaches occupy 285 spaces, single-wide coaches occupy 28 spaces
and there were no spaces vacant as of Februaiy 1, 1997. Two of the 315 spaces are utilized by the Property
Manager. Residency is limited to those 55 years of age and over. Project density is approximately 5 spaces per
acre. Construction of the Project took place in the early 1970s. Site improvements include asphalt streets, partial
curbs, gutters and streetlights. The Project includes a clubhouse, laundiy building, sewage pumps building and
equipment, recreational vehicle parking, and recreational amenities including a swimming pool, spa, saunas,
shuffleboard and horseshoes .

The average monthly rent (excluding any pass-though charges for utilities or other purposes) is expected
to be approximately $462 per space, effective April 1, 1997, when a 5.8% rent increase becomes effective. The
residents are on month-to-month rental agreements. Rents are restricted pursuant to a City ordinance. See "THE
RENT ADJUSTMENT ORDINANCE." In addition, rents for spaces restricted to very low, lower and moderate
income tenants are further restricted pursuant to the Pledge Agreement. See "APPENDIX A—Certain Definitions
and Summaiy Provisions of the Legal Documents—^The Pledge Agreement" herein. Water expenses are included
in the individual residents' monthly rent. The residents pay for their sewer, trash removal, gas, electricity, cable
and telephone expensd57~Each space is individually meter̂  for gas and electricity. The resident manager reads
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the meters and the owner of the Project pays the entire gas and electricity expenses prior to reimbursement from
the residents. The owner of the Project also pays the entire sewer and trash removal expenses prior to
reimbursement from the residents. The cable and telephone expenses are paid directly by the residents.

The Project is located on the southern boundary of the City of Novato. The immediate area consists of
natural surroundings with coaches cascading from west to east down a hillside. Many coaches and the park
clubhouse enjoy extensive views of the northern section of the San Francisco Bay. The surrounding area is
comprised of a small retail strip center, multifamily residential developments in average condition, and the Hamilton
Army Air Field, which closed in 1974. The Project is located approximately 1/4 mile east of Highway 101, with
the Hamilton Army Air Field being the only significant development in the immediate area.

The Project borders up-sloping property deeded to the Trust for Public Lands by the current owners of the
Project and low lying land also currently owned by the Trust for Public Land. The likelihood of development of
the up-sloping property is negligible due to the moderate to steep slope of such area, as well as the geological and
stability issues involv̂  with the development of such area. The likelihood of development of the low-lying land
is unknown, as numerous issues would need to be resolved prior to development, including wetlands, low lying
areas, potential flooding, drainage, limited access and noise problems with the adjacent railroad line. However no
assurance can be given that future development will not occur on such undeveloped property which may have a
detrimental impact on the Project.

Nearby residential development consists of single-family and multifamily developments located north and
west of the Project. The majority of the residential development in the Project neighborhood is centered on the
Hamilton Army Air Field, which closed in 1974. See "—Hamilton Army Airfield" below.

Commercial development in the immediate neighborhood surrounding the Project is scattered along Marin
Valley Drive and Nave Drive. Developments include Creekside Market, Stefano's Pizza, Phoenix Garden
Restaurant, Nave Lanes Bowling, and several churches. The Vintage Oaks Shopping Center is located on the east
side of Highway 101, approximately 3/4 miles from the Project. This shopping center is anchored by Costco, and
has Macy's, Marshals, Target, Osbmans, and several restaurants. It is the largest commercial development in the
immediate area. Closer to the Project, also on the west side of Highway 101, are several fastfood restaurants, the
Best Western Inn, and the Skylark Motel.

The Marin Independent Journal is located just southwest of the Project on the west side of Highway 101.
There are also several small office buildings located north along Alameda del Prado, which becomes Ignacio
Boulevard. Further north and south of the subject property along Highway 101 there are numerous commercial and
industrial developments. The major employers in the area are Fireman's Fund Insurance, Novato School District,
Broderbund Software, and the City of Novato. The typical business in Novato is considered small business. The
growth industries in the 1990s are projected to be tourism, due to the proximity of US Highway 101, software,
telecommunication, multimedia and retail.

A variety of community services are located within close proximity to the Project. The Hamilton and Loma
Verde Elementary Schools are located within two miles of the Project. Approximately four miles to the west of
the Project is the Indian Valley College. Within the City of Novato city limits there are several parks and open
space preserves. Less than three miles to the west is the Wallace Family Park. In the central business district of
the City of Novato there is the Novato Municipal Swimming Pool, the Margaret Todd Senior Center, the Hill Gym,
and the Silva Little League Baseball Field. The City is served by two major golf courses, the Marin Country Club
and the Indian Valley Golf Club. Several houses of worship are located within the city limits. Other community
services include the Novato Community Hospital, three private clinic/emergency treatment centers, and the Novato
F i re S ta t i on .

Public transportation within the area is provided by Golden Gate Transit. Road systems are also plentifiil
and provide good access to the surrounding areas. Highway 101 is located less than 1/4 mile to the west of the
Project and provides north to south access to the surrounding areas. The Marin County Aiiport (Gnoss Field) is
located north of the city limits and provides business and recreational flying services, air charter, and flight training.
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Hamilton Army Airfield

The Hamilton Army Airfield is located adjacent to the Project along the northem boundaiy. The base was
decommissioned in 1974 and the City approved a Reuse Plan in 1995. The Reuse Plan outlines the modification
and reuse of 1,493 existing housing units and the development of an additional 920 units, for a total of 2,413
housing units. The intended use of these housing developments is for veiy low, low and moderate income level
housing and transitional housing for the homeless and market rate housing. Full occupancy levels are projected to
be reached by the year 2004. According to the Hamilton Reuse Planning Authority Manager, the projected date
of 2004 is aggressive and full occupancy levels may not be reached for several additional years.

In addition to the housing redevelopment planned for the airbase, 18.94 acres of commercial land have been
approved as part of the New Hamilton Partnership Master Plan. The United States Coast Guard will retain control
of the Spanish Housing area of the airfield which encompasses approximately 57 acres, which it will use as a search
and rescue base.

General Information Hoarding Mobilehome Parks

Mobilehomes are sometimes referred to as an intermediate step between apartments and owner occupied
housing (condominiums and detached homes). Mobilehomes are generally considered more desirable than
apartments because they afford greater privacy. At the same time, those with sufficient income and cash for down
payments typically prefer to buy a traditional home, rather than rent space in a mobile home park. Thus, the space
rent plus &e mobile home (coach) mortgage payment must gener̂ ly be less than the mortgage payment on
traditional housing in the area.

Increasing land values near urban areas (especially during the 1980s) significantly curtailed the development
of new parks. Also affecting new park construction was the advent of r^it control during the 1980s. Many cities
throughout the State have enacted rent control ordinances as a result of previous rent increases.

Because of the lack of supply and a growing demand for affordable housing in urban areas, mobilehome
parks have been able to steadily increase space rents even during the recent recession. While rents for most types
of real estate in California have dropped during the recession, mobilehome park rents have continued to rise,
although not at their historic rates.

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

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

Mobilehome living has acquired substantial public acceptance as an affordable and attractive housing choice,
particularly as an alternative to conventional single-family homes. According to the U.S. Census Bureau as of 1990,
approximately 15.4 million people, or 7% of the U.S.population, live in mobilehomes. Mobilehomes comprise the
fastest growing sector of the American housing industiy. The desire to own one's own home, the relative
affordability of mobilehomes and the variety of sizes, architectural styles, interior decor and amenities of
mobilehomes are all factors that are believed to contribute to the growing popularity of mobilehome living as a
housing choice.
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Supply of Mobilehomes in Noyato

Overview. Including the Project, there are five mobilehome parks in the City of Novato, with a total of
704 spaces. See "—Competing Mobile Home Parks" below.

Vacancies. There are no vacancies currently in the Project. As of November 1, 1996, there were seven
vacancies of the 704 total spaces located in the City of Novato, all of which are in one mobilehome park. The parks
in the City have experienced approximately the same vacancy rate over the last several years. The Project has been
at 100% occupancy for the past several years.

Future Construction of Mobilehome Parks. There are no mobilehome parks either under construction or
in the planning process in the Novato area due to generally slow economic conditions, decreased demand (low
absorption rates) for new spaces and governmental restrictions.

The Project Appraisal

On November 1, 1996, Palmer Groth & Pietka Inc. (the "Appraiser") issued a report stating that the
Appraiser has conducted an appraisal to estimate the market value of the Project, using generally accepted appraisal
principles and theory, and with the intent to conform with the Uniform Standards of Profession̂  Appraisal Practice
Guidelines. Based upon the Appraiser's investigation and analysis of available information, and subject to the
conditions and comments presented in the Report, the market value of the Project, as of October 31, 1996, was
$15,140,000. Such market value is estimated to have a 5% variance with respect to market value.

Competing Mobile Home Parks

Overview. There exist five mobilehome parks in Novato with a total of 704 spaces. Brief summaries of
each park are contained below with the exception of the Project, which is described in another section.

Dean's RV Park, Dean's RV Park contains 46 RV spaces and has no vacanci^.

Novato Mobile Home Park. The Novato Mobile Home Park contains 87 spaces and has no vacancies. The
Novato Mobile Home Park recently redesigned its park and added a recreational vehicle section.

Redwood RV Park. Redwood RV Park is located outside the City limits with 44 spaces. Redwood RV
Park has no vacant spaces.

Los Robles. Los Robles has 212 spaces and seven vacancies.

Project Capital Improvements

According to a ten-year capital improvement plan prepared by the Property Manager based on reports of
independent consulting engineers, capital improvements requir̂  to be made to maintain and enhance the condition
and value of the Project in the first year will total $278,750. A portion of the proceeds of the Bonds in the amoimt
of $238,750 will be deposited with the Trustee and applied to pay most of the costs of the capital improvements
required during the initial year of operation. Additionally, the Owner and the Property Manager are required to
update this plan annually and the amount required to be deposited in the Replacement Reserve Fund will be adjusted
to reflect the updated plan.

SUMMARY OF THE RENT ADJUSTMENT ORDINANCE

G e n e r a l

On February 22, 1996, the Novato City Council passed and adopted Ordinance No. 1341 (the "Rent
Adjustment Ordinance") in an effort to stabilize space rents in mobilehome parks in the City of Novato. The Rent
Adjustment Ordinance applies to mobilehome spaces within the City of Novato.
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D e fi n i t i o n s

For purposes of this heading only, the following terms and phrases shall have the following meanings:

"Base Year" or "Base Period" means the calendar year 1995.

"Board" means the City of Novato Rent Stabilization Board.

"Capital Improvements" has the same meaning as is ascribed to that term in the United States Internal
Revenue Code. Ordinary maintenance and/or repairs which are deductible pursuant to 26 U.S.C. Section 167 of
the Intemal Revenue Code are not capital improvements.

"Consumer Pr ice Index" o r "CPI " means the Consumer Pr ice Index fo r a l l u rban consumers in the San
Francisco/Oakland area published by the Bureau of Labor Statistics.

"Exceptional circumstances " means unforeseen and imanticipated events including but not limited to natural
disasters (floô , earthquake, fires and landslides) and vacancy rates of existing mobilehome spaces exceeding 25%.
The Board shall have complete discretion in determining when an "exceptional circumstance" arises.

"Housing service " means a service provided by the Owner related to the use or occupancy of a mobilehome
space, which is not a capital improvement as that term is defined herein, including but not limited to, repairs,
replacement, maintenance, painting, lighting, heat, water, laundry facilities, refuse removal, recreational facilities,
parking, security service and employee services.

"Maximum allowable rent" means the maximum amount of rent permitted to be charged a tenant for a
mobilehome space.

"Owner" means the owner or operator of a mobilehome park or an agent or representative authorized to
act on said Owner's or operator's behalf in connection with the maintenance or operation of such park.

"Rent" means the consideration paid for the right of use, possession and occupancy of property, including
the right to the use of a space within a mobile home park on which to locate, maintain and occupy a mobilehome,
site improvements and accessory structures for human habitation, including the use of the services and facilities of
the park.

"Rent Stabilization Administration Fee" means the fee established from time to time by resolution of the
City Council in accordance with the provisions of the Rent Adjustment Ordinance.

"Rent increase" means any increase in rent charged by an Owner to a tenant including any reduction in
housing services without a corresponding reduction in the amount demanded or paid for rent.

"Tenancy" has the same meaning as is ascribed to that term in California Civil Code § 798.12.

"Tenant" means "homeowner," as the latter term is defined in Civil Code § 798.9, and shall include a
person who is not currently a mobilehome space tenant in a mobilehome park but is a prospective mobilehome space
tenant who desires the use of a mobilehome space and has presented himself/herself to the Owner as such
(sometimes referred to hereafter as a "tenant to be").

City of Novato Stabilization Board

The Rent Adjustment Ordinance established the City of Novato Stabilization Board (the "Board"). The
Board consists of five voting members of which none are mobile park home owners, operators or managers or a
mobilehome park tenant or lessee subject to the terms of the Rent Adjustment Ordinance. In addition, there shall
be two non-voting members who shall serve in an advisoiy capacity to the Board. One non-voting member is
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chosen from candidates nominated by the Owners and one non-voting member is chosen from candidates nominated
by the tenants.

The Novato City Coimcil is authorized to appoint the initial members of the Board, although it has not yet
taken action to appoint any members to the Board, ̂ ch Board member serves at the pleasure of the Council and,
at any time for any or no reason, may be removed from the Board upon a majority vote of the City Council.

The Board's duties include, but are not limited to, the following:

(i) The Board shall perform the duties and exercise the powers set forth in the Rent
Adjustment Ordinance and shall recommend ordinances to the Novato City Council as needed.

(ii) The Board shall appoint administrative hearing officers to hear individual rent
adjustment applications.

(iii) The duties and responsibilities of the Board shall include the hearing of individual
rent adjustment appeals and making determinations thereon.

R e n t I n c r e a s e s

The Rent Adjustment Ordinance establishes a process by which Owners may obtain adjustments in
mobilehome space rent. Owners may obtain rent increases in four ways:

1. General Rate Adjustments. Each Januaiy 1, commencing with Januaiy 1, 1997, an Owner may
increase the rent charged for a mobilehome space by 75 % of the percentage increase in the CPI occurring over no
more than the most recent 12-month period for which CPI data is available since the last rent increase permitted.

Each Januaiy 1, commencing with Januaiy 1, 1997, each Owner shall decrease the rent charged for a
mobilehome space by 75 % of the percentage decrease in the CPI occurring over no more than the most recent 12-
month period for wMch CPI data is available since the last rent increase permitted.

No Owner may increase rents pursuant to the General Rate Adjustments at any time when a park is
delinquent in payments of the rent stabilization administration fee required pursuant to the Rent Adjustment
Ordinance and/or is not in substantial compliance with other registration requirements.

2. PasS'Throughs. Amortized costs of beneficial capital improvements exceeding existing reserves
for replacement, plus a reasonable profit and reasonable finance expenses incurred in connection therewith, shall
be considered part of the rent, and at the option of the Owner, may be passed through to Tenants under rules and
procedures adopted by the Board. Such capital improvement costs and profits, if elected to be passed through to
Tenants by the Owner, shall not constitute a factor to be considered in determining fair and reasonable return, nor
shall they be considered part of the rent base upon which future rent increases can be made in accordance with the
General Rent Adjustment.

"Beneficial capital improvements" shall generally mean a capital improvement required to assure that the
common facilities and areas of the park are decent, safe and sanitaiy or to assure the continuation of the existing
level of park amenities and services, so long as such improvement has been completed.

3. Tenant Approval. An Owner can increase rent with the consent of the Tenants. If, within twenty-
one (21) days after an Owner has served notice of a rent increase (except notice of a rent increase provided by
General Rent Adjustments or by pass-throughs) on the Tenants, the Owner files with the Board a writing, signed
by at least a majority of the Tenants in the park affected by the proposed rent increase consenting to the rent
increase, the rent increase may take place on the date specif!̂  in the notice.

4. Individual Adjustments. In the event an Owner contends that the General Rate Adjustments and
the pass throughs do not result in a just and reasonable return to the Owner, and the Tenants have not approved any
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further rent increase, the Owner may file a petition for a hearing to determine the maximum allowable rent that will
provide the Owner a fair and reasonable return. The Rent Adjustment Ordinance presiunes that the net operating
income produced by the park in the Base Year provided a fair and reasonable return. Net operating income is
defined as gross income minus operating expenses. Owners are entitled to maintain and increase their net operating
income in accordance with the change in the Consumer Price Index and the value of the pass throughs.

The Rent Adjustment Ordinance establishes the following hearing process through which net operating
income adjustments may be obtained:

(a) the Board will appoint an administrative hearing officer to hear any individual adjustment
petition or the Board may hear the petition itself;

(b) the hearing will be conducted in a manner deemed most suitable to insure the fundamental
fairness to all parties concerned;

(c) no individual rent adjustment will be granted unless supported by a preponderance of the
evidence submitted at the hearing;

(d) after reviewing the record and any additional evidence requested of the parties which was
provided, the hearing officer or the Board will determine the amount of allowable rental increase, if any.
The hearing officer or the Board will not make such determination unless it has made at least one of the
following findings:

(i) The Owner's operating expenses in the Base Period were unusually high or low.
In such instances, the operating expenses shall be adjusted to reflect normal operating expenses
for the park for the period in question, assuming full occupancy levels in the park.

In determining whether the Owner's operating expenses were unusually high or low, the
hearing officer and/or Board shall consider whether:

(A) the Owner made substantial capital improvements during the base period
which were not reflected in the rent levels on the base date; or

(B) expenses were unusually high or low, relative to other years.

(ii) The rent was disproportionately low or high due to the fact, established by a
preponderance of the evidence, that it was not established in an arms-length transaction or there
were other peculiar circumstances that demonstrate that the rent was not set under general market
conditions. In such instances, the rent shall be adjusted to reflect general market conditions for
the base period in question, assuming full occupancy levels in the park.

Within 10 business days after the date of receipt of the hearing officer's or the Board's decision, the
Owner, Tenant or any Board member may appeal to the Board.

As soon as practicable after the filing of the appeal and within 120 days from the date of filing of the
petition for individual rent adjustment, the Board shall affirm, reverse or modify the decision of the hearing
officer(s) or the Board. The appeal before the Board shall not be de novo, and no additional evidence other than
that submitted at the hearing shall be admitted by the Board on appeal except where the Board finds that there is
relevant evidence which, in the exercise of reasonable diligence, could not have been produced at the hearing or
which was improperly excluded by the hearing officer or the Board. The Board shall affirm the hearing officer's
or its own decision if it is supported by substantial evidence, and in reviewing the evidence on appeal the Board
must resolve all conflicts in favor of the hearing officer's or its own decision and all legitimate and reasonable
inferences indulged in to uphold the findings if possible.

^ —
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If the hearing decision is timely appealed, the Board's decision to affirm, reverse or modify the hearing
decision shall become final at the time of Board action and no appeal will lie thereafter.

T B E P A C

The Owner is entering into a Delegation Agreement dated as of March 1, 1997 with the PAC whereby the
PAC will be responsible for performing certain duties and obligations relating to the Project. Such obligations
include retaining a property manager, subject to Financial Security approval, who will be responsible for, among
other things, the day-to-day operations of the Project, submitting an annual budget to the Owner, maintaining
records relating to the Project, performing maintenance and repairs to the Project and preparing a capital expenditure
plan for the Project for submission to the Owner. See "RISK FACTORS—The PAC" herein.

T H E P R O P E R T Y M A N A G E R

The PAC expects to enter into a contract with Storz Management Company, Inc. (the "Manager") to
manage the Project subsequent to the acquisition thereof by the Owner. The Property Manager has been managing
mobilehome parks and recreational vehicle parks for more than 25 years, and currently provides management
services in connection with 60 mobilehome parks and recreational vehicle parks in California, Oregon and Nevada,
which aggregate over 8,000 spaces. The Property Manager owns over 20 mobilehome and recreational vehicle
parks. The Property Manager manages a variety of mobilehome parks ranging from 38- to 479-space parks, both
family and adult parks and parks ranging from low-income housing to five star parks.

The management agreement will be for an initial term of 12 months to be extended by written notice from
the PAC, subject to Financial Security approval, to the Property Manager, in increments of 12 months. The PAC,
subject to Financial Security approval, and the Property Manager shall each have the right to terminate the
management agreement, with or without cause, at any time upon 30 days' prior written notice to the other party. -
The Property Manager will initially be paid a fee of $4,167 per month.

T H E R E D E V E L O P M E N T A G E N C Y O F T H E C I T Y O F N O VAT O

General Description

The Redevelopment Agency of the City of Novato (the "Agency"), a component unit of the City, was
created under the provisions of the Community Redevelopment Law (California Health and Safety Code,
commencing with Section 33000), primarily to assist in the clearance and rehabilitation of areas determined to be
in a declining condition within the City.

Agency Powers and Duties

The Agency functions as an independent entity and its policies are determined by the City Council of the
City in a separate capacity as members of the Redevelopment Agency Board. The Agency exercises all the
governmental functions as authorized under the Redevelopment Law and has among other powers the authority to
acquire, administer, develop, lease or sell property, including the right of eminent domain and the right to issue
bonds and expend the proceeds thereof. The Agency can clear buildings and other improvements and can develop
as a building site any real property owned or acquired and in connection with such development, cause streets,
highways and sidewalks to be constructed or reconstructed and public utilities to be installed.

The Agency may, out of funds available for such purposes, pay for all or part of the value of land and the
cost of building facilities, structures or other improvements to be publicly owned and operated to the extent that such
improvements are of benefit to a project area and no other reasonable means of financing are available. Most staff
work is done by the officials and staff of the City, or by consultants to the Agency.
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Organization

The City Council serves as the Board of Directors of the Agency. The City of Novato was incorporated
as a general law city in 1960. The City operates under a council-manager form of government. The five Council
Members are elected at large for staggered four-year terms.

The City Manager is appointed by the Agency to serve as the Agency's Executive Director who serves at
the Board's pleasure as the administrative head of the Agency. The City Manager is responsible for appointment
of all Agency employees except the Agency Attorney, who is appointed directly by the Board.

Members of the Board and thei r term of o ffices are shown below:

M e m b e r P o s i t i o n Te r m E x p i r e s

P a t E k l u n d
Ernest J. Gray
Michael Di Giorgio
C a r o l e D i l l o n - K n u t s o n

Cynthia L. Murray

C h a i r
M e m b e r
M e m b e r
M e m b e r
M e m b e r

N o v e m b e r 1 9 9 7
N o v e m b e r 1 9 9 7
N o v e m b e r 1 9 9 9
N o v e m b e r 1 9 9 9
N o v e m b e r 1 9 9 9

Senior Staff of the Agency include:

Roderick J. Wood, City Manager. Roderick J. Wood, Novato's City Manager since July 1992, has
24 years of city government experience. His previous experience includes managing the resort town of ̂ dian Wells
with 30 employees, a population of 2,900 and a budget over $10 million, to the larger full service City of
Escondido, with 835 employees, a population of 120,000 and an annual budget of $140 million. Mr. Wood
maintains in-depth experience in city planning, financial planning, redevelopment, conununity and economic
development, community and intergovernmental relations, and public safety and community services. Educational
credentials include a Bachelor of Arts Degree in Public Administration from San Diego State University and
Graduate Stud ies in a Masters o f Bus iness Admin is t ra t ion and F inance.

Richard Hill, City Finance Director. Richard Hill, Novato's Assistant City Manager since January 1988,
has over 20 years experience in the public sector. His broad experience includes general district administration,
engineering, personnel and labor management, contract and grant administration, and financing administration. He
has handled public offerings in excess of $100 million. Mr. Hill graduated from the University of California,
Santa Cruz in June 1972 with a Bachelor of Arts in Mathematics and a Bachelor of Arts in Economics, and he has
done graduate work in the Master of Arts program in Public Administration at San Jose State University.

Novato Redevelopment Project Area

The Redevelopment Plan for the Novato Redevelopment Project Area (the "Project Area") was adopted
by the City Council on November 29, 1983, so that fiscal 1983/84 became the base year for the Project Area.

The Project Area contains approximately 120 acres of developable land on the east side of Highway 101,
or about 2% of the City's land area.

The Project Area consists entirely of commercial land xise.

The distribution of developed and undeveloped areas in the Project Area by land use is set forth below:
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Source: City/Agency Budget.

Since the adoption of die Redevelopment Plan in 1983 die total taxable valuation in the Project Area has
increased from the base year (1983-84) value of $3,316,029 to approximately $107,656,055 by 1995-96 (excluding
supplemental assessm^its for 1995-96).

The table below sets forth the assessed valuations and the total incremental valuation in the Project Area
s ince 1990 /91 .

T A B L E 1
C I T Y O F N O V A T O

Novato Redevdopment Project Area
Assessed Valnat io i is and Incrementa l Va lnat ions

1 9 9 0 / 9 1 1 9 9 1 / 9 2 1 9 9 2 / 9 3 1 9 9 3 / 9 4 1 9 9 4 / 9 5 1 9 9 5 / 9 6 1 9 9 6 / 9 7

A s s e s s e d V a l u a t i o n 3 3 , 5 9 6 , 1 1 7 4 8 , 1 4 1 , 0 1 6 9 2 , 6 4 9 , 5 5 3 1 0 1 , 8 8 5 , 9 6 2 1 0 7 , 6 5 6 , 0 5 5 1 0 4 , 8 0 4 , 7 9 5 1 1 5 , 8 8 5 , 5 6 0
L e s s : B a s e Y e a r 3 , 3 1 6 , 0 2 9 3 , 3 1 6 , 0 2 9 3 , 3 1 6 , 0 2 9 3 . 3 1 6 . 0 2 9 3 . 3 1 6 . 0 2 9 3 . 3 1 6 . 0 2 9 3 . 3 1 6 . 0 2 9
I n c r e m e n t a l Va l u a t i o n 3 0 , 2 8 0 , 0 8 8 4 4 , 8 2 4 , 9 8 7 8 9 , 3 3 3 , 5 2 4 9 8 , 5 6 9 , 9 3 3 1 0 4 , 3 4 0 , 0 2 6 1 0 1 , 4 8 8 , 7 6 6 11 2 , 5 6 9 , 5 3 1

^ ̂  Source: State Comptroller Reports.
Base Year (1983-84) Assessed Value

The assessed valuation of property within the Project Area for the base year, 1983-84, is set forth below:

P R O J E C T A R E A
Base Year (1983-84) Assessed Value

N e t L o c a l T o t a l B a s e
S e c u r e d N e t U n s e c u r e d Y e a r V a l u e

2 , 4 7 8 , 4 6 1 8 3 7 , 5 6 8 3 , 3 1 6 , 0 2 9

Source: County Assessor.

Project Area Largest Taxpayers

For fiscal year 1995-96, the top ten largest taxpayers within the Project Area totaled 88.41%, or
$92,656,436 million, of the total assessed value of $104,804,795 million for the Project Area. A list of the top ten
taxpayers for 1995-96 follows:
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R E D E V E L O P M E N T A G E N C Y O F I ' H E C I T Y O F N O VAT O
Novato Redevelopment Project Area

Ten Largest 1995-96 Assessees

Ta x o a v e r Assessed Va lue

Macy's $22,469,900
Campbell Estate 18,378,027
Target 12,265,719
C o s t c o 10,758,104
S i m w o r k s 8,771,877
Ca l Thea t res 8,017,492
Sta te Fa rm 3,826,862
Kenq>er 3,473,910
H a h n 2,500,950
G r e a t We s t e r n B a n k 2,193,595

Total Top Ten $ 9 2 , 6 5 6 , 4 3 6

Source: County Assessor.

Outstanding Debt

The Agency entered into a promissoiy agreement for the construction of certain on-site and off-site public
improvements of the Vintage Oaks Retail Conq)lex. As of June 30, 1995, there was $8,338,906 of outstanding debt
related to this promissoiy agreement. Tbe payments to be made for the promissoiy agreement are received from
property tax increments generated by the retail complex and lease revenue from the City to the Agency. The
Housing Revenue is not available to the Agency for the payment of the promissoiy agreement.

Housing Set-Aside Revenues

The actual and projected Housing Set-Aside Revenues available to the Agency are set forth below. The
projected Housing Set-Aside Revenue figures are estimated by the Agency based upon the assessed valuation for
the Fiscal Year 1996-97 of $115,885,560.

NOVATO REDEVELOPMENT PROJECT
Actual and Projected Housmg S^-Aside Revenues

1 9 9 1 - 9 2 1 9 9 2 - 9 3 1993-94 1 9 9 4 - 9 5 1 9 9 5 - 9 6 1 9 9 6 - 9 7 "
Gross Assessed Va lue $48 ,141 ,016 $92 ,649 ,553 $101,885,962 $ 1 0 7 , 6 5 6 , 0 5 5 $ 1 0 4 , 8 0 4 , 7 9 5 $ 11 5 , 8 8 5 , 5 6 0
B a s e Y e a r A s s e s s e d 3 , 3 1 6 , 0 2 9 3 , 3 1 6 , 0 2 9 3,316,029 3 , 3 1 6 , 0 2 9 3 , 3 1 6 , 0 2 9 3 , 3 1 6 , 0 2 9
V a l u e

I n c r e m e n u l A s s e s s e d 4 4 , 8 2 4 , 9 8 7 8 9 , 3 3 3 , 5 2 4 96,569,933 1 0 4 , 3 4 0 , 0 2 6 1 0 1 , 4 8 8 , 7 6 6 11 2 , 5 6 9 , 5 3 1
Va l u e
G r o s s T a x I n c r e m e n t 4 4 8 , 2 5 0 8 9 3 , 3 3 5 985,699 1 , 0 4 3 , 4 0 0 1 , 0 1 4 , 8 8 8 1 , 1 2 5 , 8 9 5
L e s s : A d j u s t m e n t e f o r 0 1 1 . 2 2 7 ) ( 1 9 9 , 4 8 9 ) (111,197) ( 1 9 0 , 3 5 2 ) ( 1 1 3 , 5 4 8 ) ( 1 9 9 , 7 4 4 )
2% Growth and Tax

A d m i n . F e e s

N e t I n c r e m e n t a l T a x 2 3 7 , 0 2 3 6 9 3 , 8 4 6 874,502 8 5 3 , 0 4 8 9 0 1 , 3 4 0 9 2 5 , 9 5 1
R e v e n u e s

A m o u n t T r a n s f e r r e d t o 8 2 , 0 9 9 1 7 1 , 9 8 7 213,011 2 0 8 , 1 8 8 2 2 7 , 8 7 8 2 2 4 , 9 9 9
Housing Fund

% C h a n g e F r o m P r i o r — 1 0 9 . 4 9 % 2 3 . 8 5 % ( 2 . 2 6 ) % 9 . 4 6 % ( 1 . 2 6 ) %
Y e a r

Source: Audited Financial Statements of the Agency.
^'^Based on approved budget. *
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Termination of Pledge Agreement

The Redevelopment Plan for the Project Area of the Agency terminates on November 29, 2013 (the
"Termination Date"). The Agency will not pay further indebtedness or receive property taxes after November 29,
2023, at which time the pledge by the Agency of Pledged Tax Revenues will end, which will occur before the final
maturity date of the Bonds. See "SUMMARY OF THE PLEDGE AGREEMENT—Pledge of Pledged Tax
Revenues" he re in .

Agency's Financial Statements

The Agency's audited financial statements for the year ended June 30, 1996 are included as Appendix C
to th i s P r i va te P lacemen t Memorandum.

C O N S r o E R AT I O N S A F F E C T I N G R E D E V E L O P M E N T A G E N C I E S

A r t i c l e X I T TA o f t h e S t a t e C o n s t i t u t i o n

On June 6, 1978, California voters approved Proposition 13, or the Jarvis-Gann Initiative, which added
Article XIU A to the State Constitution. The principal thrust of Article Xin A is to limit the amount of ad valorem
taxes on real property to one percent (1%) of "fiill cash value" of such property, as determined by the County
Assessor. Article XIU A defines "full cash value" to mean "the County Assessor's valuation of real property as
shown on the 1975-76 tax bill imder *full cash value,' or, thereafter, the appraised value of real property when
purchased, newly constructed, or a change in ownership has occurred after the 1975 assessment." Furthermore, the
"fiill cash value" of all real property may be increased to reflect the rate of inflation, as shown by the consumer
price index, not to exceed two percent (2%) per year or may be reduced.

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

Article XDI A exempts from the one percent (1 %) tax limitation any voter approved indebtedness incurred
prior to July 1, 1978, requires a vote of two-thirds of the qualified electorate after July 1, 1978 to impose special
taxes, or certain additional ad valorem taxes, and requires the approval of two-thirds of all members of the State
Legislature to change any State tax laws resulting in increased tax revenues.

On September 22, 1978, the California Supreme Court upheld the general validity of Article XIU A against
a series of challenges which attacked the Jarvis-Gann Initiative as a whole {Amador Valley Joint Union School
District v. State Board of Equalization, 22 Cal.3d 208 (1978)). The Court found that it was premature to rule on
the claim that Article XEQ A impermissibly interfered with contracts in violation of the U.S. Constitution, stating
that such a challenge must come when a specific contract or obligation is impaired.

In the general election held November 4, 1986, voters of the State approved two measures. Propositions 58
and 60, which further amend Article Xm A. Proposition 58 amends Article Xm A to provide that the terms
"purchased" and "change of ownership," for purposes of determining full cash value of property under
Article XIII A, do not include the purchase or transfer of (a) real property between spouses and (b) ie principal
residence and the first $1,000,000 of other property between parents and children. Proposition 60 amends
Article XIII A and allows persons age 55 or older to transfer the lower assessed value of their current residence
to another newly purchased residence of equal or lesser value. For the exemption to apply, the new residence must
be located in the same county and be purchased within two years after the sale of the previous residence.
Proposition 60, as such, has no direct state or local fiscal effect imless the county board of supervisors passes an
ordinance implementing it.

• ■
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The passage of Propositioii 58 and Proposition 60 may result in diminution of future increases in Tax
Increment for the Agency. Although the extent of any decrease in Tax Increment in future years is not known, the^ Agency does not anticipate that any such decrease will have an impact on the Agency's ability to pay its obligations
under the Pledge Agreement. However, the Agency has no power to levy and collect taxes. Any fUrther reduction
in the tax rate or the implementation of any constitutional or legislative property tax de-emphasis will reduce the
Tax Increment and, accordingly, would have an adverse impact on the ability of the Agency to pay its obligations
under the Pledge Agreement.

Limitation of Tax Revenues From Certain Increased Tax Rates

An initiative to amend the California Constitution to allow the Legislature to prohibit redevelopment
agencies from receiving any of the property tax revenue raised by increased property tax rates imposed by local
governments to make payments on their bonded indebtedness was approved by California voters at the November
8, 1988 general election. The initiative applies to tax rates levied to finance bonds approved by the voters on or
after Januaiy 1, 1989.

State Financial Problems

The State continues to experience financial difficulties, and in recent years it has attempted to minimize
its own problems by reducing funding for local agencies and by requiring redevelopment agencies to make payments
for the benefit of school districts and community college districts throughout the State. If the State is unable to
better address its problems in the future further reductions in funding for local government and/or the imposition
of additional financial burdens on redevelopment agencies could result.

Bankruptcy and Foreclosure

On July 30, 1992 the United States Court of Appeals for the Ninth Circuit issued an opinion in a
bankruptcy case entitled In re Glasply Marine Industries holding that ad valorem property taxes levied by a county
in the State of Washington after the date that the property owner filed a petition for bankruptcy would not be entitled
to priority over the claims of a secured creditor with a prior lien on the property. Although the court upheld the
priority of unpaid taxes imposed before the bankruptcy petition, unpaid taxes imposed subsequent to the filing of
the bajnJcruptcy petition were declared to be "administrative expenses" of the bankruptcy estate, payable after the
claims of all secured creditors. As a result, the secured creditor was able to foreclose on the subject property and
retain all the proceeds from the sale thereof except the amount of the pre-petition taxes. Pursuant to this holding,
post-petition taxes would be paid only as administrative expenses and only if a bankruptcy estate has sufficient assets
to do so. In certain circumstances, payment of such administrative expenses may be allowed to be deferred. Once
the property is transferred out of the bankruptcy estate (through foreclosure or otherwise) it would become subject
to current ad valorem taxes.

The Glasply decision is controlling precedent in bankruptcy courts in the State of California. The lien date
for property taxes in California is the March 1 preceding the fiscal year for which the taxes are levied. Therefore,
under Glasply, a bankruptcy petition filing would prevent the lien for property taxes levied in subsequent fiscal years
from attaching so long as the property was part of the estate in banl̂ ptcy. To the extent that Glasply is applied
to property owners within the Project Areas who file for bankruptcy and whose taxes are a source of Tax Increment,
the amount of Tax Increment available to the Agency may be reduced.

Property Tax Collection Procedures

In California, property which is subject to ad valorem taxes is classified as "secured" or "unsecured." The
secured classification includes property on which any property tax levied by a county becomes a lien on that
property. A tax levied on unsecur̂  property does not become a lien against the taxed property, but may become
a lien on certain other property owned by the taxpayer. Eveiy tax which becomes a lien on secured property has
priority over all private liens arisLog pursuant to State law, on the secured property, regardless of the time of the
creat ion of such l iens.
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Secured and unsecured property are entered separately on the assessment roll maintained by the county
assessor. The method of collecting delinquent taxes is substantially different for the two classifications of property.
The exclusive means of enforcing the payment of delinquent taxes with respect to property on the secured roll is
the sale of the property securing the taxes to the State for the amount of taxes which are delinquent. The taxing
authority has four ways of collecting unsecured personal property taxes: (a) initiating a civil action against the
taxpayer, (b) filing a certificate in the office of the county clerk specifying certain facts in order to obtain a
judgment lien on certain property of the taxpayer, (c) filing a certificate of delinquency or record in the coimty
recorder's office to obtain a lien on certain property of the taxpayer, and (d) seizing and selling personal property,
improvements or possessoiy interests belonging or assessed to the assessee.

A ten percent (10%) penalty is added to delinquent taxes, which have been levied with respect to property
on the secured roll. In addition, property on the secur̂  roll on which taxes are: delinquent is sold to the State on
or about March 30 of the fiscal year. Such property may thereafter be redeemed by payment of the delinquent taxes
and a delinquency penalty, plus a redemption penalty of 1.5% per month to the time of redemption. If taxes are
impaid for a period of five years or more, the property is deeded to the State and then is subject to sale by the
county tax collector. A ten percent (10%) penalty also applies to delinquent taxes with respect to property on the
unsecured roll, and further, an additional penalty of 1.5% per month accrues with respect to such taxes beginning
the first day of the third month following the delinquency date.

The valuation of property is determined as of March 1 each year, and installments of taxes levied upon
secured property become delinquent on the following December 10 and April 10. Taxes on unsecured property are
due March 1 and become delinquent August 31, and such taxes are levied at the prior year's secured tax rate.

State legislation enacted in 1990 (Statutes of 1990, Chapter 466), authorized county auditors to determine
property tax administration costs proportionately attributable to local jurisdictions and to submit invoices to flie
jurisdictions for such costs. The applicability of this legislation to redevelopment agencies is in question at this time
as it states that it is applicable to "local jurisdictions" and there is no reference in state statutes to redevelopment
agencies as "local jurisdictions." The legislation also does not expressly state whether or not the administrative costs
invoiced to local jurisdictions represent a first lien on property tax revenues. This issue could have an impact on
debt service payments of local jurisdictions with outstanding bonded debt. There is also a question as to the
computation method used by counties in determining property tax administrative cost burdens caused by local
jurisdictions. This question relates to each local jurisdiction's proportionate share of the costs incurred by a county
as a result of the administration of assessment, collection and allocation of property tax revenues. Marin County
interprets this legislation to apply to redevelopment agencies and currently collects a property collection fee and
property tax administration costs from the Agency by deducting such fee and costs from tax increment revenues
prior to delivering such amoimts to the Agency.

Reduction of Pledged Tax Revenues

Pledged Tax Revenues allocated to the Agency, which constitute the security for the Agency's Pledge, are
determined by the incremental assessed value of taxable property in the Project Ar̂ , the current rate or rates at
which property in the Project Area is taxed, and the percentage of taxes collected in the Project Area. Several types
of events which are beyond the control of the Agency could occur and cause a reduction in available Pledged Tax
Revenues. A reduction of taxable values of property in the Project Area or a reduction of the rate of increase in
taxable values of property in the Project Area caused by economic or other factors beyond the Agency's control
(such as successful appeals by the property owner for a reduction in a property's assessed value, a reduction of the
general inflationary rate, a reduction in transfers of property, the absence of one or more primary taxpayers,
construction activity or other events that permit reassessment of property at lower value, or the destruction of
property caused by natural or other disasters) could occur, thereby causing a reduction in the Pledged Tax Revenues
that secure the Agency's Pledge. Such a reduction in Pledged Tax Revenues could have an adverse impact on the
Agency's ability to honor the Pledge. See "RISK FACTORS—Reduction of Pledged Tax Revenues" herein.

Second, in addition to the other limitations on Pledged Tax Revenues described herein under
"CONSIDERATIONS AFFECTING REDEVELOPMENT AGENCIES," the California electorate or Legislature
could adopt a constitutional or legislative property tax decrease with the effect of reducing Pledged Tax Revenues
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payable to CLGFA. There is no assurance that the California electorate or Legislature will not at some future time
approve additional limitations that could reduce the Pledged Tax Revenues and adversely affect the security of the
Pledge.

Assessment Appeals

If a taxpayer disagrees with the valuation assigned by the County Assessor to its property, an assessment
appeal can be filed. Appeals filed against assessments could potentially lower taxable values originally determined
by the County Assessor, if adjudication is in favor of the property owner. If an appeal which is resolved in favor
of the property owner relates to property located within a redevelopment project area, a reduction in tax increment
revenues cou ld resu l t .

Supplemental Assessments

California Revenue and Taxation Code Section 75.70 provides for the supplemental assessment and taxation
of property as of the occurrence of a change of ownership or completion of new construction. Prior to the
enactment of this law, the assessment of such changes was permitted only as of the next March 1 tax lien date
following the change, and this delayed the realization of increased property taxes from the new assessments for up
to 14 months. This statute provides increased revenue to redevelopment agencies to the extent that supplemental
assessments of new construction or changes of ownership occur within the boundaries of redevelopment projects
subsequent to the March 1 lien date. To the extent such supplemental assessments occur within the Project Area,
Tax Increment may increase.

Appropriations Limitation - Article XHI B

On November 6, 1979, California voters approved Proposition 4, known as the Gann Initiative, which
added Article Xm B to the State Constitution. The principal effect of Article Xm B is to limit the annual
appropriations of the State and its political subdivisions to the level of appropriations for the prior fiscal year, as
adjusted for changes in the cost of living, population and services render̂  by the government entity. The "base
year" for establishing such appropriations limit is the 1978/79 fiscal year, and the limit is to be adjusted annually
to reflect changes in population, consumer prices and certain increases in the cost of services provided by these
public agencies.

Appropriations subject to Article Xin B include generally the proceeds of taxes levied by the State or other
entity of local government, exclusive of certain State subdivisions, refunds of taxes and benefit payments from
retirement, unemployment insurance and disability insurance funds. Proceeds of taxes include, but are not limited
to, all tax revenues and the proceeds to an entity or government from (a) regulatory licenses, user charges and user
fees (but only to the extent such proceeds exceed the cost of providing the service or regulation), and (b) the
investment o f tax revenues.

Article XHI B includes a requirement that if an entity's revenues in any year exceed the amounts permitted
to be spent, the excess would have to be returned by revising tax rates or fee schedules over the subsequent two
years. Although the tax rate is assumed to decline to one percent of taxable value and remain constant in subsequent
years, current law permits taxing entities deriving revenues from the one percent rate to reduce their levies under
certain circumstances. It is the apparent intent of the law to insulate the other taxing entities and redevelopment
agencies from the effects of such r̂ uctions on their property tax revenues.

Effective September 30, 1980, the California Legislature added Section 33678 to the Redevelopment Law
which provides that the allocation of taxes to a redevelopment agency for the purpose of paying principal of, or
interest on, loans, advances, or indebtedness shall not be deemed the receipt by an agency of proceeds of taxes
levied by or on behalf of an agency within the meaning of Article Xin B, nor shall such portion of taxes be deemed
receipt of proceeds of taxes by or an appropriation subject to the limitation of any other public body within the
meaning or for purpose of the Constitution and laws of the State, including Section 33678 of the Redevelopment
Law. The constitutionality of Section 33678 has been upheld in two California appellate court decisions: Bell
Community Redevelopment Agency v. Woosley, and Brown v. Community Redevelopment Agency of the City of Santa
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Ana. In the Santa Ana decision, a petition for hearing was filed by the plaintiff and subsequently denied by the
California Supreme Court. On the basis of these decisions, the Agency has not adopted an appropriations limit.

Unitary Property

Legislation adopted by the California Legislature in 1986 (Statutes of 1986, Chapter 1457) provides that,
commencing with the 1988-89 fiscal year, assessed value derived from certain public utility property assessed by
the State Board of Equalization is to be allocated as follows: (a) each tax rate area will receive the same amount
from each assessed utility received in the previous fiscal year unless the applicable County-wide values are
insufficient to do so, in wUch case values will be allocated to each tax rate area on a pro-rata basis and (b) if values
to be allocated are greater than in the previous fiscal year, each tax rate area will receive a pro-rata share of the
increase from each assessed utility according to a specified formula. Additionally, the lien date on State-assessed
property is changed from March 1 to January 1. Railroads will continue to be assessed and revenues allocated to
all tax rate areas where railroad property is cited.

Proposition 87

Under prior State law, if a taxing entity increased the tax rate to obtain revenues to repay general obligation
debt approved by two-thirds of the voters, the redevelopment agency with a project area tibat includes property
affected by the tax rate increase would retain such increase as additional tax increment. Proposition 87, approved
by the voters of the State on November 8, 1988, requires that all revenues produced by a tax rate increase to pay
general obligation indebtedness approval by the voters after January 1, 1989, go directly to the taxing entity that
increases the tax rate to repay the general obligation bonded indebtedness. As a result, redevelopment agencies no
longer receive an increase in tax increment when taxes on property in the project area are increased to repay such
voter approved general obligation debt.

Low and Moderate Income Housing Requirements

The Redevelopment Law requires redevelopment agencies to set aside in a low and moderate income
housing fund not less than twenty percent (20%) of all tax increment derived from a redevelopment project area for
which a final redevelopment plan has been adopted on or after January 1, 1977, or for any area which has been
added to a project area by amendment to a redevelopment plan adopted on or after January 1, 1977. This low and
moderate income housing requirement can be reduced or eliminate if a redevelopment agency finds armually by
resolution, the following: (a) consistent with the housing element of the community's general plan, no need exists
in the community to improve or increase the supply of low and moderate income housing in a maimer which would
benefit the project area; (b) consistent with the housing element of the community's general plan that some stated
percentage less than twenty percent (20%) of the tax increment is sufficient to meet the housing needs of the
community; or (c) that the community is making substantial efforts of equivalent inq)act, consisting of direct
financing contributions of funds from local, state, and federal sources for low and moderate income housing to meet
its existing and projected housing needs (including its share of regional housing needs). The Agency has not made
any such finding.

L I M I TAT I O N S O N E N F O R C E A B I L I T Y O F R E M E D I E S

The remedies available to the Trustee or CLGFA or the owners of the Bonds upon a default under die
Indenture are in many respects dependent upon judicial actions which are often subject to discretion and delay.
Under existing constitutional and statutory law and judicial decisions, including specifically Title 11 of the Unit̂
States Code (the Federal Bankruptcy Code) and relevant banking and insurance law, the remedies provided may not
be readily available or may be limited. The various legal opinions to be delivered concurrently with the deliveiy
of the Bonds will be qualified as to the enforceability of the various legal instruments by limitations imposed by
bankruptcy, reorganization, insolvency or other similar laws affecting the rights of creditors generally.

In addition to the limitation on remedies contained in the Indenture, the rights and remedies provided in
the Indenture may be limited by and are subject to the provisions of federal bankruptcy laws and to oflier laws or
equitable principles tBafmay affect the enforcement of creditors' rights generally.
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Under Chapter 9 of the Bankruptcy Code (Title 11, United States Code), which governs the bankruptcy
proceedings for public agencies such as CLGFA and the Owner, there are no involuntaiy petitions in bankruptcy.
If the Owner were to file a petitioh under Chapter 9 of the Bankruptcy Code, the Bondholders and the Trustee coidd
be prohibited from taking any steps to enforce their rights imder Ae Indenture, and from taking any steps to collect
amoimts due f rom the Owner under the Indenture.

AS LONG AS NO FINANCIAL SECURITY DEFAULT EXISTS, OWNERS OF THE BONDS HAVE
NO RIGHTS TO ENFORCE THE INDENTURE, AND FINANCIAL SECURITY MAY AMEND OR WAIVE
C E R T A I N P R O V I S I O N S O F T H E I N D E N T U R E R E L A T I N G T O E V E N T S O F D E F A U L T A N D T R I G G E R
E V E N T S A T A N Y T I M E W I T H O U T T H E C O N S E N T O F O W N E R S O F B O N D S . F I N A N C I A L S E C U R I T Y
H A S N O O B U G A T I O N T O C A U S E B O N D S T O B E R E D E E M E D I F A N Y E V E N T O F D E F A U L T O R
TRIGGER EVENT EXISTS, AND AS LONG AS NO FINANCIAL SECURITY DEFAULT EXISTS, OWNERS
H A V E N O R I G H T S T O D I R E C T T H E T R U S T E E W I T H R E S P E C T T O S U C H M A T T E R S U N L E S S
F I N A N C I A L S E C U R I T Y G I V E S I T S C O N S E N T T O A N Y S U C H D I R E C T I O N .

A B S E N C E O F L I T I G A T I O N

As of the date of issuance of the Bonds, officers of the PAC and the Owner will execute certificates to the
effect that there is no controversy or litigation now pending against the PAC, the Project and the Owner, or to the
knowledge of their officers threatened, restraining or enjoining the issuance, sale, execution or delivery of the
Bonds, or in any way contesting or affecting the validity of the Bonds.

T A X M A T T E R S

In the opinion of Kutak Rock, Bond Counsel, imder laws, regulations, rulings and judicial decisions existing
on the date of original delivery of the Bonds, interest on the Bonds is excluded from gross income for federal
income tax purposes. Bond Counsel is further of the opinion that the interest on the Bonds is exempt from personal
income taxes of the State of California under present state law.

The Internal Revenue Code of 1986, as amended (the "Code"), imposes various restrictions, conditions and
requirements relating to the exclusion from gross income for federal income tax purposes of interest on obligations
such as the Bonds. CLGFA and the Owner have covenanted to comply with certain restrictions, conditions and
requirements designed to assure that interest on the Bonds will not become includible in gross income from the date
of issue of the Bonds. Failure to comply with these covenants may result in interest on the Bonds being included
in gross income. The opinion of Bond Counsel assumes compliance with such covenants.

Bond Counsel is further of the opinion that interest on the Bonds does not constitute an item of tax
preference for purposes of the alternative minimum tax imposed by the Code on individuals and corporations.
However, for certain corporations interest on the Bonds is included in the "adjusted earnings" (i.e., alternative
minimum taxable income as adjusted for certain items, including those items that would be included in the
calculation of a corporation's earnings and profits under Subchapter C of the Code), and such corporations are
required to include in the calculation of alternative minimum taxable income 75% of each such corporation's
adjusted current earnings over its alternative minimum taxable income (determined without regard to this adjustment
and prior to reduction for certain net operating losses).

Although Bond Counsel is of the opinion that interest on the Bonds is excluded from gross income for
federal income tax purpos^, the accrual or receipt of interest on the Bonds may otherwise affect the federal income
tax liability of the recipient. The extent of these other tax consequences will depend upon the recipient's particular
tax status or other items of income or deduction. Bond Counsel expresses no opinion regarding any such
consequences. Purchasers of the Bonds, particularly purchasers that are corporations (including S corporations,
corporations subject to the environmental tax imposed by Section 59A of the Code and foreign corporations
operating branches in the United States), property or casualty insurance companies, banks, thrifts or other financial
institutions and certain recipients of Social Security or Railroad Retirement benefits and taxpayers who may be
deemed to have incurred (or contained) indebtedness to purchase or cany tax-exempt obligations are advised to
consult their tax advî 0R"as to the tax consequences of purchasing or holding the Bonds.
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From time to time, there are legislative proposals in the United States Congress that, if enacted, could alter
or amend the federal tax matters referred to above or adversely affect the market value of the Bonds. It cannot be
predicted whether or in what form any such proposal might be enacted or whether if enacted, it would apply to
bonds issued prior to enactment. Each purchaser of the Bonds should consult his or her own tax advisor regarding
any pending or proposed federal tax legislation. Bond Counsel expresses no opinion regarding any pending or
proposed federal tax legislation.

P R O S P E C T I V E P U R C H A S E R S O F T H E B O N D S A R E A D V I S E D TO C O N S U LT T H E I R O W N
TAX ADVISORS PRIOR TO ANY PURCHASE OF THE BONDS AS TO THE IMPACT OF THE CODE
UPON THEIR ACQUISITION, HOLDING OR DISPOSITION OF THE BONDS.

A P P R O V A L O F L E G A L I T Y

Legal matters incident to the authorization, issuance, sale and delivery, of the Bonds are subject to the
approval of Kutak Rock, Bond Counsel. The approving opinion of Bond Counsel will be delivered with the Bonds
in substantially the form attached to this Private Placement Memorandum as Appendix B. Certain other matters
will be passed upon for the Owner by Nossaman, Guthner, Knox & Elliott, LLP, San Francisco, California, for
the PAC by David Kenyon, Esq., and for CLGFA by Kutak Rock. David Kenyon, Esq., is also representing the
PAC in connection with certain matters relating to the acquisition of the Project. The City of Novato is being
represented by its counsel, Walter & Pistole, Sonoma, California, and the Redevelopment Agency of the City of
Novato is being represented by its coimsel, McDonough, Holland and Allen, Sacramento, California. Payment of
the fees of Bond Counsel, counsel to CLGFA and counsel to the PAC is contingent upon the issuance of the Bonds.
Payment of the fees of counsel to the Owner, counsel to the City of Novato and counsel to the Redevelopment
Agency of the City of Novato is not contingent upon the issuance of the Bonds.

P R I V A T E P L A C E M E N T

The Bonds are being privately placed by Sutro & Co. Incorporated and George K. Baum & Company
(collectively, the "Placement Agent"). TTie Placement Agent is being paid a fee of $23,775 in connection with its
role as Placement Agent. Payment of the fees of the Placement Agent is contingent upon the issuance of the Bonds.

F I N A N C I A L A D V I S O R S

P.A. Hoon & Company, Inc. has been retained by the PAC as its Financial Advisor and Project Manager,
in connection with the acquisition of the Project and the issuance of the Senior Bonds and the Bonds. E. Wagner &
Associates, Inc. has been retained by the City as its Financial Advisor in connection with the issuance of the Senior
Bonds and the Bonds. American Government Financial Services Company has been retained by the CLGFA as its
F inanc ia l Adv i so r i n connec t i on w i t h t he i s suance o f t he Sen io r Bonds and t he Bonds . None o f t he F inanc ia l
Advisors are obligated to undertake, and have not undertaken to make, an independent verification or to assume
responsibility for the accuracy, completeness or fairness of the information contained in this Private Placement
Memorandum. Payment of the fees of P. A. Hoon & Company, Inc. is contingent upon the issuance of the Bonds
and will be paid from revenues of the Project. Payment of the fees of E. Wagner & Associates, Inc. and American
Government Financial Services Company is not contingent upon the issuance of the Bonds.

L I M I T E D C O N T I N U I N G D I S C L O S U R E

The Bonds are exempt from the secondary market disclosure provisions of Securities and Exchange
Commission Rule 15c2-12, as amended, pursuant to paragraphs (d)(a)(i) of the Rule, because the Bonds are being
issued in minimum denominations of $100,000 and are being sold to no more than 35 persons, each of whom the
Placement Agent reasonably believes has such knowledge and experience in financial and business matters that it
is capable of evaluating the merits and risks of the prospective investment and is not purchasing for more than one
account or with a view to distributing the securities. The Owner, the Agency and the PAC have covenanted to
provide limited disclosure information with respect to the Subordinate Bonds only as described in Appendix F
hereto, and have not covenanted to provide any disclosure information on any ongoing basis to any nationally
recognized municipal sS^rities information repositoiy or any other person.
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M I S C E L L A N E O U S

The foregoing summaries or descriptions of provisions of the Bonds, the Indenture, the Loan Agreement,
the Delegation Agreement, the Pledge Agreement, the Continuing Disclosure Agreement and all references to other
materials not purporting to be quoted in full are only brief outlines of some of the provisions thereof and do not
purport to summarize or describe all of the provisions thereof; and reference is made to said documents for fiill and
complete statements of their provisions. Any statements in this Private Placement Memorandum involving matters
of opinion, whether or not expressly so stated, are intended as such and not as representations of fact. This Private
Placement Memorandum is not to be construed as a contract or agreement between the Owner and the purchasers
or owners of any of the Bonds.

O T H E R T H A N W I T H R E S P E C T T O I N F O R M A T I O N C O N C E R N I N G C L G F A C O N T A I N E D I N
APPENDK E HERETO, CLGFA HAS NOT PARTICIPATED IN THE PREPARATION OF OR AUTHORIZED
O R A P P R O V E D T H E U S E O F T H I S P R I VAT E P L A C E M E N T M E M O R A N D U M , H A S A S S U M E D N O
R E S P O N S I B I L I T Y H E R E F O R , A N D M A K E S N O R E P R E S E N TAT I O N O R WA R R A N T Y, E X P R E S S O R
IMPLIED, WITH RESPECT HERETO OR THE ACCURACY OR COMPLETENESS OF THE INFORMATION
H E R E I N . O T H E R T H A N W I T H R E S P E C T T O I N F O R M A T I O N C O N C E R N I N G C L G F A C O N T A I N E D I N
APPENDIX E HERETO, THE INFORMATION CONTAINED HEREIN HAS NOT BEEN PROVIDED BY OR
D E R I V E D I N A N Y W A Y F R O M C L G F A . T H E R O L E O F C L G F A I N T H I S T R A N S A C T I O N I S S O L E L Y T O
A C T A S A F A Q U T A T O R F O R T H E S U B S T A N T I V E P A R T I E S T O T H E H N A N O N G D E S C R I B E D H E R E I N .
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The execution and deliveiy of this Private Placement Memorandum has been authorized by the Owner.

N O V A T O F I N A N C I N G A U T H O R I T Y
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A P P E N D I X A

C E RTA I N D E F I N I T I O N S A N D S U M M A RY P R O V I S I O N S O F T H E L E G A L D O C U M E N T S

The following is a summaiy of certain provisions of the principal legal documents and does not purport
to be complete. Reference is hereby made to these documents which are available from the Trustee or the PAC
upon request.

D E F I N I T I O N S

The following are definitions of certain terms contained in the principal legal documents and used in this
P r i v a t e P l a c e m e n t M e m o r a n d u m .

Account" means any fund or account established by the Trustee pursuant to the Indenture.

"Act" means Articles 1 through 4 of Chapter 5 of Division 7 of Title 1 of the Government Code of the State
of California as the same may be amended from time to time.

"Act of Bankruptcy" means the filing of a petition in bankruptcy (or other commencement of a bankruptcy
or similar proceeding) by or against the Owner or the PAC, under any applicable bankruptcy, insolvency or similar
law as now or hereafter in effect.

"Affiliate" means, with respect to any Person, any other Person controlling or controlled by or under
common control with such Person. For the purposes of this definition, "control," when used with respect to any
specified Person, means the power to direct the management and policies of such Person, directly or indirectly,
whether through the ownership of voting securities, or the control of the appointment or election of members of a
board of directors or other governing body by contract or otherwise, and the terms "controlling" and "controlled"
having meanings correlative to the foregoing.

"Allocation Date" means the twelfth day of each month, commencing April 12, 1997, or, if such day is
not a Business Day, the first Business Day thereafter.

"Authorized CLGFA Representative" means a person at the time designated to act on behalf of CLGFA by
Resolution of the Board of Directors of CLGFA provided to the Trustee and Financial Security. Any action or
instrument required to be taken or executed by CLGFA must be authorized or executed by an Authoriẑ  CLGFA
Representative.

"Authorized Denomination" means (a) $5,000 principal amount or any integral multiple thereof with respect
to the Senior Bonds, and (b) $100,000 principal amount or any integral multiple of $5,000 in excess of $100,000
with respect to the Subordinate Bonds; provided that any Subordinate Bonds which have been legally defeased
pursuant to the Indenture or which are then rated in one of the top three long-term rating categories by a Rating
Agency may be exchanged for Subordinate Bonds in denominations of $5,000 principal amount or any integral
multiple thereof.

"Authorized Owner Representative" means the Treasurer of the Owner or any person at the time designated
to act on behalf of the Owner by written certificate furnished to the Trustee and Financial Security containing the
specimen signature of such person and signed on behalf of the Owner by one of its authorized signatories. Any
action or instrument required to be taken or executed by the Owner must be authorized or executed by an
Authorized Owner Representative.

"Authorized Representative" means, with respect to Financial Security, any managing director.

"Available Moneys" means moneys on deposit with the Trustee with respect to which the Trustee and
Financial Security have received an unqualified Opinion of Counsel from coimsel nationally recognized in
bankruptcy matters ana'acceptable to Financial Security to the effect that the use by the Trustee of such moneys in
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accordance with the Indenture would not constitute a voidable preference under the United States Bankruptcy Code
in the event a petition in bankruptcy is filed by or against the entity or entities depositing or providing such moneys
or on whose behalf such moneys have been deposited or provided including, without limitation, CLGFA, the Owner
and the PAG, and any members or shareholders thereof.

"Ben^cial Owner** shall mean the Person that is considered to be the beneficial owner of any Bond
pursuant to the arrangements for book-entry determination of ownership applicable to DTC.

**Bond** or "Bonds** means any one or all, as the case may be, of the Senior Bonds and the Subordinate
Bonds issued imder the Indenture.

**Bond Counsel** means Kutak Rock, or another firm of nationally recognized attorneys at law experienced
in the issuance of tax-exempt revenue bonds under the exemption provided under Section 103 of the Code and, as
long as any Senior Bonds are Outstanding, approved by the Controlling Party.

**Bond Fund** means the fund designated as such created pursuant to the Indenture.

"Bondholder" or "Holder" of the Bonds means the registered owner of any Bond as shown on the
registration books maintained by the Registrar, but shall not mean Beneficial Owners, and shall include, with respect
to the Senior Bonds, Financial Security in its capacity as subrogee under the Indenture.

"Bond Law" means the Marks-Roos Local Bond Pooling Act of 1985, being Article 4 (commencing with
Section 6584) of Chapter 5, Division 7, Title 1 of the California Government Code.

"Bond Year" means any twelve-month period extending from October 1 in one calendar year to
September 30 of the succeeding cdendar year, both inclusive, provided that the initial Bond Year shall extend from
the Closing Date and extend to September 30, 1997, both inclusive.

"Business Day" means any day other than (a) a Saturday or Sunday, (b) a day on which (i) banking
institutions in the City of New York or in the city in which the Principal Office of the Trustee is located are
authorized or obligated by law or executive order to be closed, or (ii) the New York Stock Exchange is authorized
or obligated by law or executive order to be closed or (c) with respect to actions required to be taken by the Owner
or the Pledgor only, a day on which the offices of the City are closed to the public.

"Capital Improvement Subaccount" means the subaccount designated as such created pursuant to the
I n d e n t u r e .

"Capital Plan" means the capital expenditure plan submitted by or on behalf of the Owner and approved
by the Controlling Party pursuant to the Loan Agreement.

"City" means the City of Novato, California.

"CLGFA" means California Local Government Finance Authority, its successors and assigns.

"CLGFA's Fee" means the annual fee payable to CLGFA in the amount equal to the fees set forth in the
letter of CLGFA, dated and delivered on or prior to the Closing Date, and provided to Financial Security on or
before the Closing Date.

"Closing Date" means March 13, 1997.

"Consultant Account" means the Account designated as such created pursuant to the Indenture.

"Code" means the Internal Revenue Code of 1986, as amended to the date of delivery of the Bonds, and
any successor statute, together with corresponding and applicable final, temporary or proposed regulations and
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revenue rulings issued or amended with respect thereto by the Treasuiy Department or Internal Revenue Service
of the United States.

Consultants'* means, collectively, David Kenyon, Esq., and P.A. Hoon & Company, Inc.

'^Controlling Party" means (a) as long as any Senior Bonds are Outstanding or any amoimts are due and
payable to Financial Security under the Insurance Agreement, Financial Security, so long as no Financial Security
Default exists, unless Financial Security delivers a written notice of resignation as Controlling Party to the Trustee;
and notwithstanding the occurrence of a Financial Security Default, in the event die principal of, premium, if any,
and interest on the Senior Bonds are paid in fiill and any amoimts are owed to Financial Security under the Insurance
Agreement, **Controlling Party" means Financial Security; provided that if Financial Security is not the Controlling
Party, whenever the term Controlling Party is used the consent of the Controlling Party is not required; and (b) if
no Senior Bonds are Outstanding and all amounts payable to Financial Security under the Indenture and under the
Insurance Agreement have been paid in full, the Holders of a majority of the aggregate principal amount of the
Subordinate Bonds Outstanding will be the Controlling Party.

"Costs of Issuance" means all items of expense directly or indirectly payable by or reimbursable to the
Owner, the PAC or CLGFA relating to the execution, sale and delivery of the Bonds, including, but not limited
to filing and recording costs, settlement costs, printing costs, reproduction and binding costs, initial fees and charges
of the Trustee (which shall include legal fees and the first annual administration fee of the Trustee), financing
discounts, legal fees and charges, insurance fees and charges, the initial monthly premium for the Policy, financial
and other professional consultant fees, costs of rating agencies for credit ratings, fees for execution, transportation
and safekeeping of the Bonds and charges and fees in connection with the foregoing.

"Costs of Issuance Fund" means the Account designated as such created pursuant to the Indenture.

"Cure Notice" means a written notice, from the Controlling Party to the Trustee that no Trigger Event or
Event o f Defau l t cont inues to ex is t .

"Default" means any event which results, or which with the giving of notice or the lapse of time or both
would result, in an Event of Default.

"Deferred Consultant Costs" means that portion of the Costs of Issuance collectively owed to the
Consultants which were not paid from the proceeds of the Bonds, which amounts shall be paid in accordance with
the schedule attached to the fee letter of such Consultants approved by the Owner and delivered to the Owner,
Financial Security and the Trustee on the Closing Date.

"Drferred Costs Fund" means the Account designated as such created pursuant to the Indenture.

"Deferred Issuance Costs" means, collectively, the Deferred Owner Costs and the Deferred Consultant
C o s t s .

"Deferred Owner Costs" means that portion of the Costs of Issuance owed to the Owner and consultants
to the Owner which were not paid from the proceeds of the Bonds, which amount shall be paid in accordance to
the schedule attached to the fee letter of the Owner delivered to the Trustee and Financial Security on the Closing
D a t e .

"Delegation Agreement" means the Delegation Agreement dated as of March 1, 1997, by and between the
PAC and the Owner, together with any amendments or supplements thereto.

"Deposit Only Account" means the deposit-only account established pursuant to the Deposit Only Account
Agreement, into which the Property Manager is required to deposit all rents, operating and nonoperating revenues
and other amounts relating to the l^oject.
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""Deposit Only Account Agreement"" means the Deposit Only Account Agreement in form and substance
satisfactory to the Controlling Party.

""DTC"" means The Depository Trust Company, New York, New York, and its successors or any
replacement securities depository appointed imder the Indenture.

""DTC Participant"" means those securities brokers or dealers, banks, trust companies, clearing corporations
and various other entities for which DTC holds bonds from time to time as a securities depository.

""Eligible Investments"" means any of the investments set forth in the Indenture which are legal investments
under the laws of the State for moneys held thereunder.

""Escrow Account"" means the Account established and maintained with respect to the Project by the Trustee
pursuant to the Indenture.

""Event of Default"" means any event of default specified in the Indenture.

""Excess Revenues"" means the amount remaining in the Revenue Fund after fimding the amounts set forth
in clauses (i) through (xx) of Section 5.03(b) of the Indenture.

""Expense Fund"" means the Account designated as such established and maintained with respect to the
Project by the Trustee pursuant to the Indenture.

""Financial Security"" means Financial Security Assurance Inc., a stock insurance company organized and
created under the laws of the State of New York, and any successors thereto.

""Financial Security Default"" means any one of the following events shall have occurred and be continuing:

(a) Financial Security fails to make or provide for any payment required under the Policy in
accordance with its terms;

(b) Financial Security (i) files any petition or commences any case or proceeding under any provision
or chapter of the United States Bankruptcy Code or any other similar federal or state law relating to insolvency,
bankruptcy, rehabilitation, liquidation or reorganization; (ii) makes a general assignment for the benefit of its
creditors; or (iii) has an order for relief entered against it under the United States Bankruptcy Code or any other
similar federal or state law relating to insolvency, bankruptcy, rehabilitation, liquidation or reorganization which
is final and nonappealable; or

(c) a court of competent jurisdiction, the New York Department of Insurance or other competent
regulatory authority enters a final and nonappealable order, judgment or decree (i) appointing a custodian, trustee,
agent or receiver for Financial Security or for all or any material portion of its property or (ii) authorizing the taking
of possession by a custodian, trustee, agent or receiver of Financial Security (or the taking of possession of all or
any material portion of the property of Financial Security).

""Fiscal Agent"" means the "Insurer's Fiscal Agent," if any, designated pursuant to the terms of the Policy.

""Fiscal Year"" means the twelve-month period commencing each July 1 and ending June 30 of the next
calendar year; provided that the initial Fiscal Year shall commence on the Closing Date and end on June 30, 1997.

""Government Securities"" means (a) any direct general non-callable obligations of the United States of
America, including obligations held or issued in book-entiy form on the books of the Department of the Treasuiy
of the United States of America and (b) any non-callable obligations on which the full and timely payment of
principal and interest is fully and unconditionally guaranteed by the United States of America, including REFCORP

^ interest-only strips in book-entiy form, if stripped by the Federal Reserve Bank of New York.
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Improvements** means the structures, site improvements, roads, buildings, facilities, fixtures and equipment
attached to or a part of the land described on Exhibit A to the Loan Agreement, but shall not include the mobile
homes and personal property of the residents of the Project.

**Indenture** means the Trust Indenture, dated as of March 1, 1997, by and between CLGFA and the
Trustee, together with any amendments or supplements thereto.

**In'LieU'Of'Tax Agreement** means the In-Lieu-of-Tax Agreement dated as of March 1, 1997, by and among
the Owner, the PAC and the City of Novato, California, as amended and supplemented in accordance with the
provisions thereof.

**Insurance Agreement** means the Insurance and Indemnity Agreement, dated as of March 1, 1997, by and
among the PAC, the Owner and Financial Security, as amended and supplemented in accordance with the provisions
t h e r e o f .

**Insurance Proceeds** means any amounts paid upon settlement of a claim filed under an insurance policy
(other than the Policy) and the proceeds of any other insurance policy or bond (other than the Policy) providing
coverage for a Loan or the Project.

**Insurance Proceeds Subaccount** means the subaccount of the Revenue Fund which may be created
pursuant to the Indenture.

**Interest Payment Date** means each April 1 and October 1, commencing October 1, 1997.

**Investment Agreement** means an investment agreement in form and substance approved by the Controlling
Party with an entity approved by the Controlling Party.

**Investor Letter** means the private investor letter to be executed and delivered to the Trustee by the initial
purchaser of the Subordinate Bonds, and thereafter by each subsequent purchaser or transferee of the Subordinate
Bonds as provided in the Indenture.

**Letter of Credit** means an unconditional and irrevocable letter of credit, in form and substance acceptable
to, and issued by a financial institution acceptable to, the Controlling Party in an amount equal to the amount of any
optional redemption of the Bonds in whole pursuant to the Indenture, including all principal, interest, prepayment
fees or other fees due and payable on or prior to the applicable redemption date specified in the Indenture.

**Loan** means, collectively, the Senior Loan and the Subordinate Loan, each from CLGFA, as lender, to
the Owner, as borrower, with respect to the Project, in a principal amount equal to the initial aggregate principal
amount of the Bonds, as evidenced by the Notes.

**Loan Agreement** means the Loan Agreement, dated as of March 1, 1997, by and among CLGFA, the
PAC and the Owner, as amended and supplemented in accordance with the provisions thereof.

**Loan Payment** means all regularly scheduled payments required to be made by the Owner pursuant to
the Loan Agreement.

**Loan Payment Schedule** means, with respect to an Allocation Date, the applicable schedule for the related
Fiscal Year, substantially in the form attached as Exhibit B to the Loan Agreement, as such schedule is amended
from time to time in accordance with the Loan Agreement.

**Management Agreement** means, with respect to the Project, the Management Agreement, dated as of
March 1, 1997, between the PAC and the Property Manager as amended and supplemented in accordance with the
provisions thereof, and any subsequent Management Agreement entered into with respect to the Project and
approved by the Controlling Party.
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""Management Fee"" means the fee payable to the Property Manager pursuant to the Management
Agreement.

""Maximum Annual Senior Debt Service"" means, as of any date of calculation, the greatest amount in the
then current or any future Fiscal Year of principal of and interest due on the Senior Bonds.

""Member"" means each city and county that has entered or will enter into the Joint Exercise of Powers
Agreement creating CLGFA.

""Moody's"" means Moody's Investors Service, Inc., a corporation organized and existing under the laws
of the State of Delaware, its successors and their assigns, and, if such corporation shall for any reason no longer
perform the functions of a securities rating agency, "Moody's" shall be deemed to refer to any other nationally
recognized rating agency designated by the Owner with the prior written consent of the Controlling Party.

""Mortgaged Property"" means the real and personal property, including all buildings, structures,
improvements or fixtures thereon and all appurtenances, water rights, privileges and benefits appertaining thereto,
that is conveyed, pledged or mortgaged, or in which a security interest is granted, under the Mortgage to secure
the payment of all sums and the performance of all covenants and obligations that are to be paid or performed by
the Owner or the PAG under the terms of the Loan and other Mortgage Loan Documents.

""Mortgage"" means the Deed of Trust and Assignment of Leases and Rents, Security Agreement and Fixture
Filing, dated as of March 1, 1997, from the Owner to the deed of trust trustee named thereunder for the benefit
of the Trustee, as amended from time to time.

""Mortgage Loan Documents"" means the Bonds, the Pledge Agreement, the Indenture, the Loan Agreement,
the Mortgage, the Insurance Agreement, the Management Agreement, the Delegation Agreement, the Deposit Only
Account Agreement, the In-Lieu-of-Tax Agreement, the Capital Improvement Agreement, the Notes and any
Uniform Commercial Code filing or other documents evidencing or securing the obligations related thereto.

""NOr means, for the period covered, the gross revenues of the Project, excluding nonrecurring revenue
and any investment income on amounts on deposit in the Rebate Fund, the Policy Payments Account, the Senior
Debt Service Reserve Fund, the Senior Cashtrap Account, the Subordinate Debt Service Reserve Fund, Subordinate
Cashtrap Account, Subordinate Pledged Funck Account, Subordinate Bonds Principal Account and Subordinate
Bonds Interest Account but including interest and investment income on all other Accounts (other than the Accounts
previously listed in this definition) held by the Trustee imder the Indenture, less all operating expenses of the
Project, including, without limitation, (a) the actual Management Fee then in effect, (b) ongoing transaction and
Project expenses, (c) required payments into the Replacement Reserve Fund, (d) the Trustee's Fee and CLGFA's
Fee, (e) Reserve Costs and (f) Premium due to Financial Security.

""Nonowner Occupied Percentage"" means, with respect to a calendar month, a fraction, expressed as a
percentage equal to (a) the actual number of nonowner occupied mobilehomes in the Project as of the first day of
the calendar month divided by (b) the total number of spaces in the Project, excluding in both cases the number of
spaces used by the Property Manager which shall not exceed two.

""Notes"" means, collectively, the Senior Note and the Subordinate Note.

""Operating Budget"" means the annual operating budget for the Project prepared by the Property Manager
and approved by the Controlling Party, the PAC and the Owner and provided to the Trustee by the Owner.

""Opinion of Counsel"" means a written opinion of coimsel, who is not an Affiliate of the Owner or the PAC
and who, with respect to matters concerning the Senior Bonds, is approved by the Controlling Party, which opinion,
with respect to matters concerning the Senior Bonds, shall be in form and substance satisfactory to the Controlling
Party.
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''Outstanding,'' "Outstanding under the Indenture" or "Outstanding thereunder" means, when used with
reference to the Bonds, as at any particular date, the aggregate of all Bonds authenticated and delivered under the
Indenture, except:

(a) Bonds cancelled or surrendered to the Trustee for cancellation at or prior to such date;

(b) Bonds for the redemption of which sufficient moneys shall have been theretofore deposited with
the Trustee, provided that notice of such redemption shall have been given as provided in the Indenture or provisions
satisfactory to the Trustee shall have been made therefor;

(c) Bonds deemed to be paid in accordance with the Indenture; and

(d) Bonds alleged to have been lost, stolen or destroyed pursuant to the Indenture and for which
replacement Bonds have been issued;

provided, however, that Senior Bonds which have been paid with proceeds of the Policy shall continue to remain
Outstanding for purposes of the Indenture imtil Financial Security has been paid as subrogee thereunder or
reimbursed pursuant to the Insurance Agreement as evidenced by a written notice from Financial Security delivered
to the Trustee, and Financial Security shall be deemed to be the Holder thereof to the extent of any principal
payments thereon made by Financial Security; and provided, further, that, in determining whether the Holders of
the requisite principal amount of Bonds Outstanding are present at a meeting of Bondholders for quorum puiposes
or have taken or concurred in any action imder the Indenture, including the making of any request, demand,
authorization, direction, notice, consent or waiver thereunder. Bonds owned by CLGFA, the Owner or the PAC
or any Affiliate of CLGFA, the Owner or the PAC shall be disregarded.

"Owner" means the Novato Financing Authority, a joint powers authority organized and existing under the
laws of the State of California, its successors and permitted assigns.

"Owner Account" means the Account designated as such created pursuant to the Indenture.

"PAC" means the Park Acquisition Corporation of Marin Valley Mobile Country Club and its successors
and assigns upon the meeting of the conditions set forth in the Loan Agreement.

"Permitted Encumbrances" means, with respect to the Project, the encumbrances set forth on Exhibit B to
the Mortgage and in the Title Insurance Policy, and any liens or encumbrances created pursuant to Indebtedness (as
defined in the Insurance Agreement) expressly permitted under any of the Mortgage Loan Documents.

"Person" or "persons" means one or more, as applicable, natural persons, partnerships, trusts, corporations
or other legally constituted entities (whether governmental or private).

"Pledge Agreement" means the Housing Assistance Pledge Agreement and Declaration of Restrictive
Covenants, dated as of March 1, 1997, by and among the Owner, the PAC and the Pledgor, pursuant to which the
Pledgor has pledged a portion of its Housing Set-Aside Revenues (as defined in the Pledge Agreement), and agreed
to pay the Trustee, in an amount not exceeding the Pledge Amount upon the terms and conditions set forth in the
Pledge Agreement, which Pledge Agreement has been assigned to the Trustee, as security for the payment of debt
serv ice on the Subordinate Bonds.

"Pledge Amount" means an amount equal to $130,000 multiplied by a fraction which is derived by dividing
the average annual debt service on the Subordinate Bonds as of the date of calculation by the average annual debt
service on the Subordinate Bonds as of the Closing Date.

"Pledge Payment Date" means the Februaiy 15 or August 15, as applicable, commencing February 15,
1998 immediately preceding each Interest Payment Date or, if such day is not a Business Day, the next Business
Day.

• ■
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'^Pledgor'' means the Redevelopment Agency of the City of Novato, its successors and permitted assigns.

''Policy'' means, with respect to the Senior Bonds issued thereimder, the Municipal Bond Insurance Policy
issued by Financial Security, including any endorsements thereto.

"Policy Payments Account" means the Account designated as such created pursuant to the Indenture.

"Pr^erence Recovery" means any amoimt previously distributed to a Holder that is recovered as a voidable
preference by a trustee in bankruptcy pursuant to the United States Bankruptcy Code, 11 U.S.C. §§ 101 et seq,,
as amended, in accordance with a final nonappealable order of a court having competent jurisdiction.

"Premium" means the premium payable to Financial Security in accordance with the Insurance Agreement
and the Premium Let te r.

"Premium Letter" means the letter, dated the date of issuance of the Policy, from Financial Security to the
Owner setting forth the payment arrangements for the Premium due with respect to the Policy and certain related
expense payment arrangements.

"Principal Office" means the office designated as such by the respective party in writing to CLGFA, the
Owner, the PAC, Financial Security and the Trustee as set forth in the Indenture.

"Principal Prepayment" means any payment of principal on the Loan, other than a regularly scheduled
payment, received upon voluntary prepayment of the Loan.

"Project" means the mobile home park located on the land described on Exhibit A to the Loan Agreement
including the real property described in such Exhibit A, the Improvements, and any property acquired in substitution
for, as a renewal or replacement of, or as a modification or improvement to all or any part of such real property
or Improvements.

"Project Fund" means the fund designated as such created pursuant to the Indenture.

"Property Manager" means Storz Management Company, Inc., or any successor thereto appointed by the
Controlling Party, or, with the prior written consent of the Controlling Party, by the PAC or by the Owner.

"Rating Agency" means Moody's and S&P.

"Rebate Fund" means the Account designated as such established pursuant to the Indenture.

"Record Date" means the fifteenth day (whether or not a Business Day) of the month immediately preceding
the month in which an Interest Payment Date occurs.

"Redevelopment Law" means Section 33334.2 of the Health and Safety Code of the State of California, as
now in effect or hereaf ter amended.

"Registrar" means the Trustee at its Principal Office, or any successor thereto.

"Rent Adjustment Ordinance" means Ordinance No. 1341 adopted on February 22, 1996, by the City
Council of the City of Novato as amended from time to time.

"Replacement Reserve Fund" means the Account designated as such created pursuant to the Indenture.

"Repurchase Agreement" means a repurchase agreement meeting the criteria set forth in Exhibit C to the
I n d e n t u r e .
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""Reserve Costs"" means the assessments, premiums for required insurance policies and any other costs or
expenses (other than amounts to be deposited into the Replacement Reserve Fund), including any real estate taxes
which are imposed following a transfer of the Project from the Owner to a Person whose property is not exempt
from ad valorem taxation, for which funds are required to be deposited into the Escrow Account by the Owner
under the Loan Agreement and Mortgage.

""Resolution"" means resolution no. 97-1 of CLGFA dated Februaiy 19, 1997 authorizing the issuance,
execution and delivery of the Bonds and the execution and deliveiy of the Indenture, the Loan Agreement and
re la ted documents .

""Revenue Fund"" means the Account designated as such created pursuant to the Indenture.

""Revenues"" means all amounts received by or on behalf of the Owner with respect to rents of the Project,
operating and nonoperating revenues derived from the Project, Insurance Proceeds, condemnation proceeds relating
to the Project, payments by the Pledgor under the Pledge Agreement, and liquidation proceeds imder the Mortgage.

""Senior Bonds"" means any one or more of the Senior Revenue Bonds, Series 1997A (Marin Valley Mobile
Country Club Park Acquisition Project), Issued for the Benefit of Novato Financing Authority (California),
Facilitated by the California Local Government Finance Authority, authorized, authenticated and delivered under
and pursuant to the Indenture.

""Senior Bonds Interest Account"" means the interest subaccoimt of the Bond Fund designated as such created
pursuant to the Indenture which subaccoimt is for the sole benefit of the Holders of the Senior Bonds and Financial
Security.

""Senior Bonds Principal Account"" means the principal subaccount of the Bond Fund designated as such
created pursuant to the Indenture which subaccount is for the sole benefit of the Holders of the Senior Bonds and
Financial Security.

""Senior Cashtrap Account"" means the Account designated as such created pursuant to the Indenture.

""Senior Debt Service"" means, with respect to a calendar month, one-twelfth of Maximum Annual Senior
Deb t Serv i ce .

""Senior Debt Service Coverage Ratio"" means, with respect to a calendar month, NOI for the related
calendar month divided by Senior Debt Service for such calendar month and, with respect to a Fiscal Year, NOI
for the related Fiscal Year divided by Maximum Annual Senior Debt Service.

""Senior Debt Service Reserve Fund"" means the Account designated as such created pursuant to the
I n d e n t u r e .

""Senior Loan"" means the Senior Loan as described in the Loan Agreement.

""Senior Note"" means the promissoiy note of the Owner, dated as of the Closing Date, evidencing the Senior
L o a n .

""Senior Reserve Requirement"" means, with respect to the Senior Bonds, $1,000,000.

""Series"" means any one of the series of Bonds issued under the Indenture, as applicable.

""S&P"" means Standard & Poor's Ratings Services, a division of The McGraw-Hill Companies, Inc., its
successors and assigns, and, if such entity shall for any reason no longer perform the functions of a securities rating
agency, "S&P" shall be deemed to refer to any other nationally recognized rating agency designated by the Owner
with the prior written consent of the Controlling Party.
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"State"" means the State of Cali fornia.

"Subordinate Bonds" means any one or more of the Subordinate Revenue Bonds, Series 1997B (Marin
Valley Mobile Country Club Park Acquisition Project), Issued for the Benefit of Novato Financing Authority
(California), Facilitated by the California Local Government Finance Authority, authorized, authenticated and
delivered under and pursuant to the Indenture.

"Subordinate Bonds Interest Account" means the interest subaccoimt of the Bond Fund designated as such
created pursuant to the Indenture which subaccount is for the sole benefit of the Holders of the Subordinate Bonds.

"Subordinate Bonds Principal Account" means the principal subaccount of the Bond Fund designated as such
created pursuant to the Indenture which subaccount is for the sole benefit of the Holders of the Subordinate Bonds.

"Subordinate Cashtrap Account" means the Account designated as such created pursuant to the Indenture.

"Subordinate Debt Service" means, with respect to the Project and any calendar month, one-twelfth of the
maximum annual amoimt of principal of and interest due and payable on the Subordinate Bonds.

"Subordinate Debt Service Reserve Fund" means the Account designated as such created pursuant to the
I n d e n t u r e .

"Subordinate Loan" means the Subordinate Loan, as described in the Loan Agreement.

"Subordinate Note" means the promissory note of the Owner, dated as of the Closing Date, evidencing the
S u b o r d i n a t e L o a n .

"Subordinate Pledged Funds Account" means the Account designated as such created pursuant to the
I n d e n t u r e f o r t h e b e n e fi t o f t h e S u b o r d i n a t e B o n d s .

"Subordinate Reserve Requirement" means, with respect to the Subordinate Bonds, an amount equal to the
lowest of (a) ten percent (10%) of the net proceeds derived from the sale of the Subordinate Bonds (par amount plus
accrued interest plus original issue premium less original issue discount, if any), (b) maximum aimual debt service
with respect to the Subordinate Bonds (calculated on a calendar year basis) and (c) 1.25 times average annual debt
service due with respect to the Subordinate Bonds (calculated on a calendar year basis); provided that,
notwithstanding anything contained in the Indenture to the contrary, the initial $2,000 from investment earnings on
amounts on deposit in the Subordinate Debt Service Reserve Fund shall be retained therein, and to the extent such
amount is transferred to the Subordinate Bonds Interest Account prior to October 1, 2018, shall be replenished up
to an amount equal to $2,000 from investment earnings on deposit in the Subordinate Debt Service Reserve Fund
until October 1, 2018, at which time such amount shall be reduced to $970 until October 1, 2021, at which time
no additional amount shall be required to be deposited into the Subordinate Debt Service Reserve Fund.

"Supplemented Indenture" means a supplement to the Indenture entered into pursuant to the provisions of
the Indenture .

"Tax Certificate" means the Tax Certificate dated the Closing Date executed by CLGFA and the Owner.

"Trigger Event" means any of the following:

(a) the Senior Debt Service Coverage Ratio falls below 1.20x for any calendar month or Fiscal Year;

(b) the Vacancy Factor for the Project exceeds 5% for any calendar month;

(c) the Nonowner Occupied Percentage in the Project exceeds 2% for any calendar month (other than
homes occupied by the Property Manager); or
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(d) any insurance policy relating to the Project required by the Loan Agreement is provided by an
insurance company rated less than "A" by S&P or "A2" by Moody's and such insurance policy is not replaced with
a policy provided by an insurance company meeting such rating requirements by the next renewal date.

''Trustee*' means First Trust of California, National Association, and its successors in trust under the
I n d e n t u r e .

"Trustee's Fee" means the annual fee payable to the Trustee, as Trustee, Registrar and paying agent in an
amount equal to the fees set forth in the letter of the Trustee, dated and delivered on or prior to the Closing Date,
and provided to Financial Security on or before the Closing Date.

"Trust Estate" means all of CLGFA's and the Owner's right, title and interest in, to and imder the moneys,
agreements, properties, interests and rights to (a) all moneys, securities and investments (including any insurance
or condemnation proceeds) held in or entitled to be held by the Trustee under the Indenture, and investments of all
funds and accounts created in the Indenture (except the Senior Bonds Principal Account, the Senior Bonds Interest
Account, the Subordinate Bonds Principal Account, the Subordinate Bonds Interest Account, the Senior Debt Service
Reserve Fund, the Subordinate Debt Service Reserve Fund, the Senior Cashtrap Account, the Subordinate Cashtrap
Account, the Subordinate Pledged Funds Account, the Policy Payments Accoimt and flie Rebate Fund) and all
interest, profits and proceeds thereof; (b) for the benefit of the Senior Bonds and Financial Security solely, all
moneys, securities or investments held in or entitled to be held by the Trustee under the Indenture in the Senior
Bonds Principal Account, the Senior Bonds Interest Account, the Senior Debt Service Reserve Fund and the Senior
Cashtrap Accoimt, and all interest, profits and proceeds thereof; (c) for the benefit of the Subordinate Bonds solely,
all moneys, securities or investments held in or entitled to be held by the Trustee imder the Indenture in the
Subordinate Bonds Principal Account, the Subordinate Bonds Interest Account, the Subordinate Debt Service
Reserve Fund, the Subordinate Cashtrap Account and the Subordinate Pledged Funds Account, and all interest,
profits and proceeds thereof; (d) for the benefit of the Subordinate Bonds solely, all of the Owner's right, title and
interest in, to and under the Pledge Agreement including, without limitation, any right, title and interest in any funds
pledged to the Owner thereunder; (e) all of CLGFA's right, title and interest in, to and under the Loan Agreement,
including all payments due under the Loan Agreement, except for CLGFA's rights to enforce and receive payments
of money directly and for its own purposes with respect to CLGFA's fee, the costs of issuance of the Bonds, and
indemnification pursuant to the Loan Agreement; (f) all of CLGFA's right, title and interest in, to and under the
Senior Note, with respect to the Senior Bonds only, the Subordinate Note, with respect to the Subordinate Bonds
only; (g) all moneys, securities or investments held in or entitled to be held under the Deposit Only Account
Agreement in the Deposit Only Account, and all interest, profits and proceeds thereof; (h) any and all other real
or personal property, rights and interests of every kind or description which from time to time hereafter may be
sold, transferred, conveyed, assigned, pledged, mortgaged or delivered to the Trustee, the Owner or CLGFA as
additional security under the Indenture or under the Mortgage; (i) all proceeds of the above and any proceeds
thereof; and (j) the Mortgage.

" Underwriter" means, collectively, Sutro & Co., Incorporated, and George K. Baum & Company, and each
of their respective successors and assigns.

T H E T R U S T I N D E N T U R E

The following is a summary of certain provisions of the Indenture. Such summaiy is only a brief
description of limited provisions of such document and is qualified in its entirety to the full text of the Indenture.

Source of Payment

CLGFA shall be obligated to pay the principal of, premium, if any, and the interest on the Bonds solely
out of the Trust Estate. The Bonds shall constitute a valid claim of the respective Holders thereof against the Trust
Estate, which is assigned and pledged to secure the payment of the principal of, premium, if any, and interest on
the Bonds in the manner, and, subject to the priorities, set forth in the Indenture and which shall be utilized for no
other purpose, except as expressly authorized in the Indenture.

—
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Anything therein to the contrary notwithstanding, any payment with respect to the principal of or interest
on the Senior Bonds which is made with moneys received pursuant to the terms of the Policy shall not be considered
payment by CLGFA or the Owner of the Senior Bonds, shall not discharge CLGFA (to the extent of its obligations
under the Indenture) or the Owner in respect of its obligation to make such payment and shall not result in the
payment of or the provision for the payment of the principal of or interest on the Senior Bonds within the meaning
set forth in the Indenture. CLGFA and the Trustee acknowledge that, without the need for any further action on
the part of Financial Security, CLGFA or the Trustee (a) to the extent Financial Security makes payments, directly
or indirectly, on account of principal of or interest on the Senior Bonds to the Holders of such Senior Bonds,
Financial Security will be fully subrogated to the rights of such Holders (including rights of priority) to receive such
principal and interest from the Trust Estate and (b) Financial Security shall be paid such principal and interest in
its capacity as a Holder of Senior Bonds from the Trust Estate in the manner provided therein for the payment of
such principal and interest.

No liens of any nature or kind shall ever be placed or permitted by the Trustee, the Owner, the PAC or
CLGFA on the Trust Estate (other than Permitted Encumbrances and the liens created or permitted by the Indenture
and the Mortgage Loan Documents).

Moneys Held in Trust as Security

All moneys from time to time received by the Trustee and held in the Accounts created under the Indenture
(other than the Policy Payments Accoimt and the Rebate Fund) shall be held in trust by the Trustee as a part of the
Trust Estate as security for the benefit of the Holders from time to time of the Bonds and Financial Security in
accordance with the terms of, and subject to the priorities set forth in the Indenture. Except as specifically provided
in the Indenture, funds and other property in the Accounts created imder the Indenture shall not be commingled with
any other moneys or property in any other Account of the Trustee or any other Person.

No Additional Obligations

CLGFA covenants that no additional bonds, notes or other indebtedness shall be issued or incurred by it
which are payable out of the Trust Estate in whole or in part.

S u b o r d i n a t i o n o f S u b o r d i n a t e B o n d s

The Subordinate Bonds are subordinated in priority and in right and time of payment to (a) all amounts due
on the Senior Bonds, (b) all amounts required to be deposited in the Senior Bonds Interest Account, the Senior
Bonds Principal Account and the Senior Debt Service Reserve Fund in accordance with the Indenture, (c) any fees,
charges and expenses due and payable to CLGFA or the Trustee in accordance with the Indenture, (d) all amounts
required to be transferred or paid from the Revenue Fund or deposited in any Account in priority to the deposits
to be made in the Subordinate Bonds Interest Account and Subordinate Bonds Principal Account in accordance with
the Indenture, (e) the Management Fee and amounts required to be paid to the Property Manager pursuant to the
Indenture and (0 any Premium or other amounts payable to Financial Security under the Insurance Agreement or
under the Indenture; provided, however, that all amounts rightfully on deposit in the Subordinate Bonds Principal
Account, the Subordinate Bonds Interest Account, the Subordinate Debt Service Reserve Fund, the Subordinate
Cashtrap Account and the Subordinate Pledged Funds Account in accordance with the terms thereof are not available
to pay principal of or interest on the Senior Bonds and shall secure the Subordinate Bonds only.

Payment of the Subordinate Bonds shall be made by the Trustee only from moneys rightfully on deposit
in the Subordinate Bonds Interest Account and Subordinate l̂ nds Principal Account as provided in the Indenture,
including moneys transferred thereto from the Subordinate Debt Service Reserve Fund, Subordinate Pledged Funds
Account and Subordinate Cashtrap Accoimt pursuant thereto. Payment of the Subordinate Bonds shall not be made
from funds required to pay or to be reserved to pay the Senior Bonds, any expenses, costs or fees relating thereto,
any other amounts due thereunder or under the Loan Agreement in respect of the Senior Bonds and the Senior Loan
and any amounts payable under the Insurance Agreement. No payment shall be due and payable on the Subordinate
Bonds, and the Holders of the Subordinate Bonds, by acceptance of the Subordinate ̂ nds, expressly agree and
acknowledge that (i) TRTpayment shall be due and payable on the Subordinate Bonds, if the Trustee does not
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rightfully hold sufficient funds in the Subordinate Bonds Principal Account or the Subordinate Bonds Interest
Account to make such payment; provided, however, that such payment shall be made to the extent of funds
rightfully on deposit in the Subordinate Cashtrap Accoimt, the Subordinate Pledged Funds Account and the
Subordinate Debt Service Reserve Fund and transferred to the Subordinate Bonds Principal Account or the
Subordinate Bonds Interest Account pursuant to the Indenture; and (ii) if a Trigger Event or an Event of Default
exists, no amounts may be transferred from the Revenue Fund to the Subordinate Bonds Principal Account, the
Subordinate Bonds Interest Account, the Subordinate Debt Service Reserve Fund, the Subordinate Cashtrap Account
or the Subordinate Pledged Funds Accoimt or from the Senior Cashtrap Account to the Subordinate Cashtrap
Account. No amounts deposited to the Senior Bonds Principal Account, the Senior Bonds Interest Account, the
Senior Cashtrap Account, the Senior Debt Service Reserve Fund, the Expense Fund, the Escrow Account, the Policy
Payments Account or the Replacement Reserve Fund may be used to make payments on the Subordinate Bonds,
unless no Senior Bonds remain Outstanding, the Policy has been released to Financial Security for cancellation and
all fees, charges, amounts and expenses described in the preceding paragraph have been paid in full.

Notwithstanding any other provisions of the Indenture, as long as (a) any Senior Bonds are Outstanding
or (b) any amounts are due and payable to CLGFA, the Trustee or Financial Security under the Indenture or under
the Insurance Agreement, no Event of Default shall exist or may be declared to exist with respect to the Subordinate
Bonds and the Trustee shall not, without the prior written consent of the Controlling Party, declare a default with
respect to the Subordinate Bonds or otherwise enforce the provisions thereof relating to the Subordinate Bonds;
provided, however, that the Trustee shall have the right, without the prior written consent of the Controlling Party,
to enforce the provisions of the Pledge Agreement for the benefit of the Holders of the Subordinate Bonds. The
Holders of the Subordinate Bonds, by acceptance of their Bonds, expressly agree to and acknowledge that so long
as any Senior Bonds are Outstanding or any amounts are due and payable to Financial Security under the Indenture
or under the Insurance Agreement (i) whether or not the Owner, the PAC or CLGFA is insolvent, no payments will
be due and payable on any Subordinate Bond if the Trustee does not rightfully hold sufficient fhnds in the
Subordinate Bonds Principal Account or the Subordinate Bonds Interest Account, or in the Subordinate Pledged
Funds Account, the Subordinate Debt Service Reserve Fund and the Subordinate Cashtrap Account which is in
accordance with the Indenture which is rightfully available for transfer to the Subordinate Bonds Principal Account
and Subordinate Bonds Interest Account, to make such payment, (ii) no Holder of a Subordinate Bond will institute
against, or join any other person in instituting against, CLGFA, the Owner or the PAC any bankruptcy,
reorganization, arrangement, insolvency or liquidation proceeding, or other proceeding under any bankruptcy or
similar law, until the later of: (x) the date on which no Senior Bonds remain Outstanding and no amounts are due
and payable to Financial Security under the Insurance Agreement or (y) the day which is the 123rd day after the
expiration of the Insurance Agreement and (iii) so long as any Senior Bonds remain Outstanding or any amounts
are due and payable to Financial Security under the Indenture or under the Insurance Agreement, no default or
Event of Default shall exist or may be declared to exist with respect to the Subordinate Bonds.

Upon any distribution of all or any part of the property or assets of the Owner,

(a) in the event of any insolvency or bankruptcy case or proceeding, or any receivership, liquidation,
reorganization or other similar case or proceeding in connection therewith, relative to the Owner or to any of their
respective creditors, as such, or to their respective assets;

(b) in the event of any liquidation, dissolution or other winding up of the Owner, whether voluntaiy
or involuntary and whether or not involving insolvency or bankruptcy;

(c) in the event of any assignment for the benefit of creditors or any other marshalling of assets and
liabilities of the Owner; or

(d) in any manner inconsistent with the provisions set forth in the Indenture,

then in any such event the Holders of the Senior Bonds shall receive payment in full of all amounts due or to
become due (whether or not an Event of Default has occurred or the Senior Bonds have been declared due and
payable prior to the date on which they would otherwise have become due and payable) on or in respect of the
Senior Bonds, including^y post-petition interest thereon whether or not such interest is an allowable claim under
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any applicable federal or state bankruptcy law, and Financial Security shall be paid all amounts due and payable
under the Indenture and under the Insurance Agreement before the Holders of the Subordinate Bonds are entitled
to receive any moneys; provided, however, that the Holders of the Subordinate Bonds shall be entitled to receive
moneys rightfully transferred from the Subordinate Debt Service Reserve Fund, the Subordinate Pledged Funds
Account and the Subordinate Cashtrap Accoimt as provided therein; and provided further, that the Trustee shall have
the right, without limitation, to enforce the provisions imder the Pledge Agreement for the benefit of the Holders
of the Subord inate Bonds.

If any proceeding or event referred to in the preceding paragraph is commenced by or against or occurs
relating to the Owner, CLGFA or the PAC, (A) the Controlling Party is hereby irrevocably authorized and
empowered (in its own name or in the name of CLGFA or any Holder of the Senior Bonds), but shall have no
obligation to, demand, sue for, collect and receive every payment or distribution referred to in the preceding
paragraph or otherwise seek judicial enforcement of the Senior Bonds and take such action as it may deem necessary
or advisable for the exercise or enforcement of any of the rights or interest of the Controlling Party, CLGFA or
the Holders of the Senior Bonds and the Controlling Party shall have no obligation to consider the effect of any such
action on the Holders of the Subordinate Bonds, provided that the Controlling Party shall apply all proceeds received
in the manner required by the Indenture and provided further that such action is being taken to protect the rights
of the Senior Bondholders and the Controlling Party; and (B) the Trustee shall duly and promptly take such action
as the Controlling Party may request to collect dl Revenues (excluding amounts rightfully on deposit in the
Subordinate Pledged Funds Account, the Subordinate Debt Service Reserve Fund and the Subordinate Cashtrap
Accoimt pursuant to the Indenture) of the Project (in which case the proceeds so collected shall be applied as
provided in the first paragraph under this heading); provided, however, that neither the Trustee nor the Controlling
Party shall have any rights to any amounts rightfully deposited to the Subordinate Bonds Principal Account, the
Subordinate Bonds Interest Account, the Subordinate Debt Service Reserve Fund, the Subordinate Pledged Funds
Account and the Subordinate Cashtrap Accoimt in accordance with the terms and provisions of the Indenture prior
to the commencement of any proceeding or event referred to in the preceding paragraph or otherwise deposited in
any such Account from amounts paid by the Pledgor regardless of when such payments are made; provided further
that the Trustee shall have the right, without limitation, to enforce the provisions of the Pledge Agreement for the
benefit of the Holders of the Subordinate Bonds, but at no expense of the Trust Estate.

If any payments are received by the Subordinate Bondholders on account of the Subordinate Bonds contraiy
to the provisions under the Indenture, such payments shall be held in trust by such Holders of Subordinate Bon̂
for the Trustee's and Financial Security's benefit and shall be delivered to the Trustee in kind, to be applied to, or
held as collateral for, the payment of the Senior Bonds and all other amounts due under the Indenture and under
the Insurance Agreement.

C o s t s o f I s s u a n c e F u n d

Pursuant to the Indenture, the Trustee is required to establish a separate trust fund designated as the Costs
of Issuance Fund. The Trustee shall disburse moneys from the Costs of Issuance Fund in such amounts as are
necessary to pay Costs of Issuance upon the written direction of an Authorized Owner Representative. Any amounts
remaining in the Costs of Issuance Fund on May 15, 1997, shall be transferred to the Owner Account of the
Deferred Costs Fund, and the Costs of Issuance Fund shall be closed on such date.

Project Fund

Pursuant to the Indenture, the Trustee is required to establish a separate trust fimd designated as the Project
Fund. The Trustee shall apply funds on deposit in the Project Fund to purchase the Project upon the written
direction of an Authorized Owner Representative, stating the person to whom payment is to be made, the amount
to be paid, the purpose of which the obligation was incurred and that such payment is a proper charge against the
fund. Any amounts remaining in the Project Fund on May 15, 1997 shall be transferred first, to pay any remaining
Costs of Issuance, and second, to the Owner Account of the Deferred Costs Fund, and the Project Fund shall be
closed on such date.
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D e f e r r e d C o s t s F u n d

Pursuant to the Indenture, the Trustee is required to establish a separate trust fund designated as the
Deferred Costs Fund and therein two accounts designated as the Owner Account and the Consultant Account. The
Trustee shall deposit into each such account the amount required to be deposited therein in accordance with the
Indenture and use such amounts to pay (a) to the Consultants all amoimts on deposit in die Consultant Account until
all amounts due and owing to the Consultant pursuant to the fee letter of the Consultant delivered on the Closing
Date and approved by an Authorized Owner Representative have been paid in full and (b) to the Owner all amounts
on deposit in the Owner Account until all amounts due and owing to the Owner pursuant to the fee letter of the
Owner delivered on the Closing Date have been paid in full and all expenses incurred by the Owner in excess of
$20,000 during the current and each preceding Fiscal Year have been paid in full as such excess amounts shall be
certified to the Trustee. The Consultants and the Owner shall both certify to the Trustee the amount of any interest
due and owing to the Consultants and the Owner under the fee letter of the Consultants and the Owner.

Upon payment in full of all Deferred Consultant Costs, any amounts remaining in the Consultant Accoimt
shall be transferred to the Owner Account if the Owner Account has not been closed, and if the Owner Account
has been closed, to the Revenue Fund, and the Consultant Account shall be closed on such date. Upon payment
in full of all Deferred Owner Costs and all expenses incurred by the Owner in excess of $20,000 during the current
and each preceding Fiscal Year have been paid in full as such excess amounts shall be certified to the Trustee, any
amounts remaining in the Owner Account shall be transferred to the Consultant Accoimt if the Consultant Account
has not been closed, and if the Consultant Account has been closed, to the Revenue Fund, and the Owner Account
shall be closed on such date.

R e v e n u e F u n d

Pursuant to the Indenture, the Trustee is required to establish and maintain a separate trust fund designated
as the Revenue Fund. All payments on account of the Loan and other amounts payable under the Loan Agreement,
as and when received by the Trustee from or on behalf of the Owner or otherwise, and amounts required to be
transferred to the Revenue Fund from any other Accoimt, shall be deposited in the Revenue Fund and shall be held
therein until disbursed as therein provided. On the seventh, tenth and twenty-fifth days of each month (or if any
such day is not a Business Day, the next Business Day), the Trustee shall withdraw all fimds on deposit in the
Deposit Only Account pursuant to the Deposit Only Accoimt Agreement (other than an amount not to exceed $2,500
which may be maintained as a minimum balance in the Deposit Only Account) and deposit such funds into the
R e v e n u e F u n d .

Except for amounts credited to any Insurance Proceeds Subaccount, which amounts shall be applied as set
forth in the last paragraph under this heading, the Trustee shall withdraw all fimds on deposit in the Revenue Fund
and apply such fimds in the order of priority set forth in the Offering Statement under the caption "SECURITY FOR
T H E B O N D S — R e v e n u e F u n d . "

If the Trustee receives any Insurance Proceeds, liquidation proceeds, title insurance proceeds or
condemnation proceeds relating to the Project or other amounts received from or with respect to the PAG or the
Owner or the Project, the Trustee will deposit such funds in the Revenue Fund on the date of receipt. Insurance
Proceeds other than from the title insurance policy shall be applied as directed by Financial Security (if it is the
Controlling Party) or by the Owner if Financial Security is not the Controlling Party to (i) rebuild or restore the
Project, (ii) redeem Bonds in accordance with the extraordinaiy mandatory redemption provisions under the
Indenture and the terms of the Mortgage or (iii) pay expenses or fund any Account under the Indenture; provided
that no Insurance Proceeds shall be deposited into the Subordinate Bonds Principal Account, the Subordinate Bonds
Interest Account, the Subordinate Bonds Pledged Funds Account, the Subordinate Debt Service Reserve Fund and
the Subordinate Cashtrap Account as long as any Senior Bonds are Outstanding or any amounts are owed to
Financial Security under the Indenture or under the Insurance Agreement. If Insurance Proceeds are to be used to
restore or rebuild the Project, the Trustee shall deposit such funds in an "Insurance Proceeds Subaccount" created
within the Revenue Fund and released only as directed by Financial Security (if it is the Controlling Party) and if
Financial Security is not the Controlling Party, as directed by the Owner. Condemnation proceeds and proceeds
from any title insuranc^dlicy will be applied as directed by Financial Security (if it is the Controlling Party) or
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by the Owner (if Financial Security is not the Controlling Party) to (A) redeem Bonds in accordance with the
extraordinary mandatory redemption provisions under the Indenture or (B) pay expenses or fund any Account^ created under the Indenture; provided that no condenmation proceeds or proceeds from any title insurance policy
shall be deposited into the Subordinate Bonds Principal Account, the Subordinate Bonds Interest Account, the
Subordinate Bonds Pledged Funds Account, the Subordinate Debt Service Reserve Fund and the Subordinate
Cashtrap Account as long as any Senior Bonds are Outstanding or any amounts are owed to Financial Security under
the Indenture or under the Insurance Agreement. Liquidation procê  will be applied in accordance with the event
of default and remedies provision of the Indenture.

Shortfalls; Cashtrap Accounts

The Trustee is required to establish and maintain, (a) so long as any Senior Bonds are Outstanding or any
amounts are due to Financial Security imder the Indenture or under the Insurance Agreement, a separate trust
account which shall be entitled "Senior Cashtrap Account," and, (b) so long as any Subordinate Bonds are
Outstanding, a separate trust account which shall be entitled the Subordinate Cashtrap Accoimt. The Trustee shall
deposit into the Senior Cashtrap Account and the Subordinate Cashtrap Accoimt all amounts required to be
transferred thereto in accordance wi th the Indenture.

Funds deposited in the Senior Cashtrap Account and the Subordinate Cashtrap Account will be applied by
the Trustee as described in the Offering Statement under the caption "SECURITY FOR THE BONDS—Cashtrap
A c c o u n t s . "

B o n d F u n d

The Trustee is required to establish and shall maintain so long as any of the Bonds are Outstanding a
separate trust fund designated as the Bond Fund. All amounts required to be transferred to, or deposited in, the
Bond Fund pursuant to the terms of the Indenture shall be so transferred or deposited and held therein imtil
disbursed as therein provided. Moneys in the Bond Fund shall be invested in accordance with the Indenture.

The Trustee is required to establish and shall maintain so long as any of the Bonds of the related Series
are Outstanding, two subaccounts within the Bond Fund designated as the Senior Bonds Interest Account and the
Subordinate Bonds Interest Account. Moneys on deposit in the Senior Bonds Interest Account shall be applied by
the Trustee to pay interest on the Senior Bonds as it becomes due and payable. Moneys on deposit in the
Subordinate Bonds Interest Account shall be applied by the Trustee to pay interest on the Subordinate Bonds as it.
becomes due and payable.

The Trustee is required to establish and shall maintain so long as any of the Bonds of the related Series
are Outstanding, two subaccounts within the Bond Fund designated as the Senior Bonds Principal Account and the
Subordinate Bonds Principal Account. Moneys on deposit in the Senior Bonds Principal Account shall be applied
by the Trustee to pay principal on the Senior Bonds as it becomes due and payable, and to pay principd and
premium, if any, payable upon redemption of the Senior Bonds in accordance with the Indenture. Moneys on
deposit in the Subordinate Bonds Principal Account shall be applied by the Trustee to pay principal on the
Subordinate Bonds as it becomes due and payable, and to pay principal and premium, if any, payable upon
redemption of the Subordinate Bonds in accordance with the Indenture.

On each Interest Payment Date, after all scheduled payments on the Bonds have been made, the Trustee
shall transfer all remaining amounts in the Bond Fund to the Revenue Fund.

Subordinate Pledged Funds Account

The Trustee establishes and will maintain so long as any of the Subordinate Bonds are Outstanding a
separate trust fund designated as the Subordinate Pledged Funds Account. On the Closing Date, the Trustee will
deposit an amount equal to $130,000 from the proceeds of the Subordinate Bonds in the Subordinate Pledged Funds
Account. Such funds will be maintained and disbursed solely in accordance with the terms of the Indenture.
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If on the fifth Business Day prior to any Interest Payment Date for the Subordinate Bonds, the amount on
deposit in the Subordinate Bonds Interest Account and Subordinate Bonds Principal Account is insufficient to pay
the amount of principal of or interest on the Subordinate Bonds due and payable on such Interest Payment Date for
the Subordinate Bonds (any such insufficiency is referred to as a "Subordinate Insufficiency"), the Trustee will, to
the extent of fimds on deposit in the Subordinate Pledged Funds Account, transfer first to the Subordinate Bonds
Interest Account and then to the Subordinate Bonds Principal Account of the Bond Fund from the Subordinate
Pledged Funds Account the amount of the Subordinate Insufficiency and will provide written notice of the
Subordinate Insufficiency and the withdrawal to the Pledgor, the Owner, the Subordinate Bondholder, the PAC and
Financial Security.

On or before each August 1 and Februaiy 1, commencing on or before Februaiy 1, 1998, the Trustee will
give written notice to the Pledgor, the Owner, the PAC, the Subordinate Bondholders and the Controlling Party if
the amoimt on deposit in the Subordinate Pledged Funds Account on such date is less than the Pledge Amount. By
2:00 p.m. Pacific Time, on or before August 15 or February 15, as applicable, commencing on February 15, 1998
or the first Business Day thereafter if such day is not a Business Day (each such date or next Business Day, as
applicable, a "Pledge Payment Date"), as long as the Pledgor is obligated to make such payment imder the Pledge
Agreement, the Pledgor shall deliver in immediately available funds to the Trustee in an amount necessary to cause
the amount on deposit in the Subordinate Pledged Funds Account to equal the Pledge Amount. The Trustee shall
deposit such funds in the Subordinate Pledged Funds Account upon receipt. The Trustee will, on such date, give
written notice to CLGFA, the Subordinate Bondholders, Financial Security and the PAC if the Trustee has not
received the full amount by 3:00 p.m. Pacific Time on any Pledge Payment Date.

All amoimts in excess of the Pledge Amount on deposit in the Subordinate Pledged Funds Account shall
be applied as set forth in the Pledge Agreement.

If, at any time prior to a Pledge Payment Date the amount on deposit in the Subordinate Pledged Funds
Account is less than the Pledge Amount, the Trustee shall give written notice to CLGFA, Financial Security, the
Pledgor, the Owner and the PAC. The Owner shall deposit into the Subordinate Pledged Funds Account the amount
required to restore the Subordinate Pledged Funds Account to the Pledge Amount in accordance with the provisions
of the Indenture.

The Trustee shall keep a complete and accurate record of all funds deposited by the Pledgor into the
Subordinate Pledged Funds Account and the reimbursement to the Pledgor, together with interest accrued thereon,
of such amounts from Revenues as set forth in the Indenture. The Pledgor shall have the right to inspect such .
records at reasonable times upon one Business Day's prior notice to the Trustee.

Neither CLGFA, the Owner nor the PAC shall be discharged from their respective obligations imder the
Indenture so long as any amounts are owed to the Pledgor under the Pledge Agreement.

S u b o r d i n a t e D e b t S e r v i c e R e s e r v e F u n d

The Trustee establishes and will maintain so long as any Subordinate Bonds remain Outstanding a separate
trust fund designated as the Subordinate Debt Service Reserve Fund to be held by the Trustee in trust solely for the
benefit of Holders of the Subordinate Bonds, and applied solely as provided in the Indenture. Moneys in the
Subordinate Debt Service Reserve Fund shall be held in trust as a reserve for the payment when due of the principal
of and interest due and payable on the Subordinate Bonds. All amounts on deposit in the Subordinate Debt Service
Reserve Fund in excess of the Subordinate Reserve Requirement, and all amounts derived from the investment of
amounts in the Subordinate Debt Service Reserve Fund which are not required to be retained therein to maintain
the Subordinate Reserve Requirement, shall be transferred by the Trustee to the Subordinate Bonds Interest Account
of the Bond Fund on the eleventh Business Day prior to each Interest Payment Date.

If on the fourth Business Day prior to any Interest Payment Date, after any transfer of funds from the
Subordinate Pledged Funds Account and the Subordinate Cashtrap Account to the Subordinate Bonds Interest
Account or the Subordinate Bonds Principal Account in the Bond Fund required pursuant to the Indenture, any
portion of any SubordiHale Insufficiency remains, the Trustee shall transfer moneys available in the Subordinate
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Debt Service Reserve Fund equal to the remaining Subordinate Insufficiency to make such payments to the
Subordinate Bonds Interest Accoimt or the Subordinate Bonds Principal Accoimt in the Bond Fund, as applicable,
in such order of priority.

If, after an Allocation Date the amoimt on deposit in the Subordinate Debt Service Reserve Fund is less
than the Subordinate Reserve Requirement, the Trustee shall give written notice to CLGFA, the PAC, Financial
Security and the Owner, and the Owner shall deposit or cause to be deposited into the Subordinate Debt Service
Reserve Fund the amount required to restore the Subordinate Debt Service Reserve Fund to the Subordinate Reserve
Requirement, such deposits to be made solely from the transfers by the Trustee from the Revenue Fund pursuant
to the Indenture.

If on the fourth Business Day preceding any Interest Payment Date the moneys on deposit in the
Subordinate Debt Service Reserve Fund, the Subordinate Cashtrap Accoimt, the Subordinate ̂ nds Interest Account
and Subordinate Bonds Principal Account (excluding amounts required for payment of principal, interest and
redemption premium, if any, on any Subordinate Bonds theretofore having come due but not presented for payment)
are sufficient to pay or redeem all Outstanding Subordinate Bonds, including all principal, interest and redemption
premiums (if any) thereon and all other amounts due under the Indenture with respect to the Subordinate Bonds,
the Trustee shall, upon the written request of the Owner, transfer all amounts then on deposit in the Subordinate
Debt Service Reserve Fund and the Subordinate Cashtrap Account to the Subordinate Bonds Interest Account and
Subordinate Bonds Principal Account of the Bond Fund to be applied for such purpose to the payment of the
principal, interest and redemption premium if any on the Subordinate Bonds in accordance with the Indenture on
behalf of CLGFA, and to pay all other amounts due with respect to Subordinate Bonds due under the Indenture.
Any amounts remaining in the Subordinate Debt Service Reserve Fund on the date of payment in fiill, or provision
for such payment having been made as provided in the Indenture, of the Outstanding Subordinate Bonds, (a) if there
are Senior Bonds Outstanding shall be deposited to the Senior Cashtrap Account, or (b) if there are no Senior Bonds
Outstanding, after payment of all other amounts due and payable under the Indenture and of all amounts due and
owing to the Trustee, Financial Security and the Pledgor, shall, at the written request of the Owner, be withdrawn
by the Trustee and paid to the Owner.

Notwithstanding anything contained under this heading to the contrary, on October 1,2003 an amount equal
to $595 shall be transferred from the Subordinate Debt Service Reserve Fund to the Subordinate Bonds Interest
Account; on October 1, 2009 an amount equal to $595 shall be transferred from the Subordinate Debt Service
Reserve Fund to the Subordinate Bonds Interest Account; on October 1, 2012 an amount equal to $95 shall be
transferred from the Subordinate Debt Service Reserve Fund to the Subordinate Bonds Interest Account; on
October 1, 2013 an amount equal to $970 shall be transferred from the Subordinate Debt Service Reserve Fund to
the Subordinate Bonds Interest Account; on October 1, 2018 an amoimt equal to $1,220 shall be transferred from
the Subordinate Debt Service Reserve Fund to the Subordinate Bonds Interest Account; and on October 1, 2021 an
amount equal to $970 shall be transferred from the Subordinate Debt Service Reserve Fund to the Subordinate Bonds
I n t e r e s t A c c o u n t .

Expense Fund

The Trustee is required to establish a separate trust fund designated the Expense Fund. The Trustee shall
deposit into the Expense Fund the amounts required to be transferred from the Revenue Fund as provided in the
Indenture. From time to time, the Trustee shall apply money on deposit in the Expense Fund to pay the Trustee's
Fee and CLGFA's Fee, including the reasonable fees and expenses of their respective counsel.

Insurance Reserves; Escrow Account

The Trustee is required to establish a separate trust fund which shall be designated as the Escrow Account.

On each Allocation Date, the Trustee shall deposit into the Escrow Account all amounts required to be
transferred to the Escrow Account from the Revenue Fund pursuant to the Indenture, or as otherwise directed by
the Controlling Party and any amounts paid by the Owner, which shall be limited solely to amounts derived from
the Trust Estate. If ^ie"Owner does not pay the full amount of any required deposit of Reserve Costs, at the
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direction of Financial Security (if it is the Controlling Party), the Trustee will deposit the amount of the shortfall
into the Escrow Account from funds on deposit in the Senior Cashtrap Account or the Senior Debt Service Reserve
Fund or as otherwise directed by the Controlling Party; provided that amounts on deposit in the Subordinate Bonds
Principal Account, Subordinate Bonds Interest Account, the Costs of Issuance Fund, Subordinate Pledged Funds
Account, the Subordinate Debt Service Reserve Fund and the Subordinate Cashtrap Account shall not be available
to make such deposit.

Amoimts deposited in the Escrow Account may be withdrawn in the following order of priority only to
(a) effect timely payment of Reserve Costs; (b) transfer to the Senior Cashtrap Account any sums as may be
determined by &e IVoperty Manager, with the written consent of Financial Security, to be overages; (c) if an Event
of Default or a Trigger Event exists, transfer to the Senior Cashtrap Accoimt any sums as may be directed by
Financial Security (if it is the Controlling Party) and if Financial Security is not the Controlling Party, as directed
by the Owner; or (d) if no Bonds are Outstanding, clear and terminate the Escrow Account.

Following any redemption in whole of the Bonds, any remaining funds credited to the Escrow Accoimt shall
be transferred to the Revenue Fund and applied as required by the Indenture.

The Owner is required to maintain, or cause the Property Manager to maintain, accurate records reflecting
the amount (or estimated amount) and due date of each instdlment or payment of the Reserve Costs and to, or to
cause the Property Manager to, provide the Trustee with statements, invoices and other information necessary to
pay each such installment or payment before any delinquency or penalty date at least 10 days prior to such
delinquency or penalty date. Upon receipt of a statement or invoice for any Reserve Costs, together with written
direction fVom th& Property Manager to pay such amounts, the Trustee shall pay such statement or invoice from
funds in the Escrow Account within 10 ̂ ys of receipt of such statement or invoice.

Replacement Reserve Fund

Not later than the Closing Date, the Trustee shall establish and maintain, with respect to the Project, a
separate trust fund designated as the Replacement Reserve Fund to be held by the Trustee in trust solely for the
benefit of the Holders of the Senior Bon̂  and Financial Security so long as any Senior Bonds are Outstanding and
any amounts are owed to Financial Security under the Indenture or under the Insurance Agreement, and applied
solely as provided therein. On each Allocation Date, the Trustee shall deposit in the Replacement Reserve Fund
all amounts required to be transferred to the Replacement Reserve Fund from the Revenue Fund pursuant to the
Indenture, and any additional collections from the Owner for replacement reserves pursuant to the Loan Agreement.
The Trustee will also deposit into the Replacement Reserve Fund any funds transferred, at the direction or with the
written approval of Financial Security (if no Financial Security Default exists), from any other Account created
under the Indenture other than the Subordinate Bonds Interest Account, Subordinate Bonds Principal Account, the
Subordinate Pledged Funds Account, the Subordinate Debt Service Reserve Fund, the Policy Payments Account,
the Rebate Fund and the Subordinate Cashtrap Account. For each month from and including April 1997 through
September 1998, the amount required to be so transferred from the Revenue Fund pursuant to the Indenture shall
equal one-twelfth times $130 per space located at the Project, which amount equals $3,412.50 per month.

Unless otherwise directed by Financial Security, amounts deposited in the Replacement Reserve Fund may
be withdrawn only upon presentation to the Trustee by the Property Manager of an invoice for any expenditures
itemized on the most recent Capital Plan for the Project (which invoice shall refer specifically to the items and
expenditures in such Capital Plan), together with a certificate signed by the Owner that (a) the related expense was
included in, and the amount requested to be paid is not greater than the amount allocated for such expenditure on,
the current Capital Plan, (b) the required repairs were performed in a satisfactory manner, and (c) the payment or
reimbursement therefor is permitted under the terms of this heading (a "Completion Certificate"). The Trustee will
reimburse the Owner or the Property Manager, as applicable, for such expenditure within five Business Days after
the date of receipt of any invoice or statement which was paid by the Owner or the Property Manager and related
Completion Certificate, as applicable, or, if the invoice or statement has not been paid, the Trustee will pay the
statement or invoice in a timely manner from funds on deposit in the Replacement Reserve Fund.
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With respect to any invoice that is for an amount that is greater than the amounts allocated for such
expenditure on the current Capital Plan the accompanying Completion Certificate must certify the amount of the
excess and include the written consent of Financial Security (if any Senior Bonds are Outstanding) to such payment
(any such amoimt in excess of the amount so allocated is referred to therein as a "Variance"). Notwithstanding the
foregoing, if no Financial Security Default exists, no disbursements will be made from the Replacement Reserve
Fimd if a Trigger Event or an Event of Default exists, except as directed by Financial Security if any Senior Bonds
are Outstanding.

At the direction of Financial Security so long as any Senior Bonds are Outstanding, if a Trigger Event or
an Event of Default exists funds on deposit in the Replacement Reserve Fund will be transferred to the Senior
Cashtrap Accoimt and used in accordance with the Indenture.

R e b a t e F u n d

The Trustee is required to establish a separate trust fund designated as the Rebate Fund. Immediately
following the calculation of any rebate obligation owed to the federal government by or on behalf of the Owner
pursuant to the Indenture, the Trustee shall give written notice to Financial Security and deposit the amount of the
such rebate obligation in the Rebate Fund on the next Allocation Date in accordance with the Indenture.

Lapse of Payment

To the extent allowable under applicable law, any moneys deposited with the Trustee for the payment of
principal of, premium, if any, or interest on the Bonds and remaining unclaimed shall be paid, after two years from
the date they become payable or distributable, (a) first, to the Trustee to the extent of any amoimts owing thereto
pursuant to the Indenture, if any, (b) second, to Financial Security to the extent of any amounts owing to Financial
Security imder the Indenture or pursuant to the Insurance Agreement; (c) third, to the Pledgor to the extent of any
amounts owing to the Pledgor pursuant to the Pledge Agreement; and (d) fourth, to the Owner, and thereafter (i) all
liability of the Trustee and Financial Security to such Holder of Bonds shall cease, (ii) such Bond shall become an
unsecured obligation of the Owner, (iii) the Holder thereof shall look only to the Owner for any payment with
respect thereto and (iv) the Owner shall not be liable for any interest thereon and shall not be regard̂  as a trustee
of such money. If not so paid in accordance with the preceding sentence, all moneys deposited with the Trustee
for the payment of principal of, premium, if any, or interest on the Bonds are presumed abandoned unless, within
two years after they become payable or distributable, the Holder thereof has accepted payment of principal or
income, corresponded in writing concerning the property, or otherwise indicated an interest as evidenced by a
memorandum on file with the Trustee. In such event, the Trustee shall comply with the provisions of State law as
to the disposition of such moneys and CLGFA, Financial Security, the Owner, the Pledgor and the Trustee shall
be relieved of all liability, to the extent of the value of the moneys, for any claim which exists or may arise with
respect to such moneys.

I n v e s t m e n t s

All moneys held as a part of each Account created under the Indenture (other than the Policy Payments
Account and the Rebate Fund) shall be invested and reinvested by the Trustee, at the written request and direction
of an authorized representative of the Owner, subject to the limitations contained in the Indenture, upon receipt from
time to time of written instructions (or oral instructions confirmed in writing) from an authorized representative of
the Owner so directing, in Eligible Investments. In the absence of such written direction, the Trustee shall invest
in Eligible Investments described in part (7) of the definition thereof. The Trustee shall be entitled to rely on the
investment instructions provided by the Owner as provided therein and shall not be responsible or liable for the
performance of any such investments, for any loss resulting from any such investment or resulting from the
redemption or sale of any such investment as therein authorized, or for keeping the moneys held imder the Indenture
fully invested at all times. All Eligible Investments shall be made in the name of the Trustee, in trust for the
Holders and Financial Security, as their respective interests may appear except for Eligible Investments made with
respect to (a) the Senior Bonds Interest Account, the Senior Bonds Principal Account, the Policy Payments Account,
the Senior Debt Service Reserve Fund and the Senior Cashtrap Account which shall be made in the name of the
Trustee, in trust for tfi5TIdlders of the Senior Bonds and Financial Security and (b) the Subordinate Bonds Interest
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Account, the Subordinate Bonds Principal Account, the Subordinate Pledged Funds Account, Subordinate Cashtrap
Account and Subordinate Debt Service Reserve Fund which shall be made in the name of the Trustee, in trust for
the Holders o f the Subord inate Bonds.

Unless directed in writing otherwise by the Controlling Party, no investment shall mature later than the next
Allocation Date except that (i) Eligible Investments made with funds on deposit in the Bond Fund shall (except as
directed otherwise directed by the Controlling Party with respect to the Senior Bonds Principal Account and the
Senior Bonds Interest Account) mature no later than the Business Day immediately preceding the next Interest
Payment Date and (ii) Eligible Investments made with funds on deposit in the Senior Debt Service Reserve Fund
(except as directed by the Controlling Party), the Subordinate Pledged Funds Account and the Subordinate Debt
Service Reserve Fund shall be due on demand or shall mature no later than the Business Day immediately preceding
the next Interest Payment Date. Eligible Investments made with funds on deposit in the Escrow Account shall,
unless directed otherwise by the Controlling Party, mature no later than the Business Day preceding the date on
which any Reserve Costs payable from such Account are due, which date shall be provided to the Trustee in writing
by the Property Manager. Unless otherwise directed by the Controlling Party, no Eligible Investment shall be sold
at a discount or disposed of prior to its maturity for an amount less than its par amoimt. Notwithstanding the
foregoing, if any amoimts are needed for disbursement from a fund or accoimt and sufficient uninvested funds are
not available therein to make such disbursement, the Trustee may, with the written consent of the Controlling Party,
and shall at the direction of the Controlling Party, cause to be sold or otherwise converted to cash a sufficient
amount o f the investments in such Account .

Any net gain on any Eligible Investment in an Account shall be retained in such Account to the extent that
amounts on deposit therein are less than the amount required to be deposited therein until transferred as otherwise
required by the Indenture. Amounts in excess of the amounts required to be on deposit in any Account other than
the Rebate Fund, the Policy Payments Account, the Senior Debt Service Reserve Fund, the Senior Cashtrap
Account, the Subordinate Pledged Funds Account, the Subordinate Cashtrap Account and the Subordinate Debt
Service Reserve Fund wi l l be transferred to the Revenue Fund on the next Al locat ion Date. Amounts in excess of
the amounts required to be on deposit in the Senior Debt Service Reserve Fund, the Subordinate Pledged Funds
Account and the Subordinate Debt Service Reserve Fund shall be applied as set forth in the Indenture. Amounts
on deposit in the Senior Cashtrap Account and Subordinate Cashtrap Accoimt, including any net gains on any
Eligible Investment therein, shall be applied solely as provided in the Indenture.

The securities purchased with the moneys in each such Account shall be deemed a part of such Account
and, for the purpose of determining the amount of money in such Account, the securities therein shall be valued
at their market value. In making any valuation of securities under the Indenture, the Trustee may utilize and may
rely upon pricing services as may be available to it, including those within its accounting system. Monthly
statements of the earnings or losses, disbursements and deposits, and any other changes in the fund and account
balances for the preceding month, shall be submitted by the Trustee to Financial Security, the Owner and the PAC
on or before the fifteenth day of each month. If at any time it shall become necessary that some or all of the
securities purchased with the moneys in any such Account be redeemed or sold in order to raise moneys necessary
to comply with the provisions of the Indenture, the Trustee shall effect such redemption or sale employing, in the
case of sale, any conunercially reasonable method of effecting the same, in its sole discretion; provided, however,
in no event may the Trustee sell any security or investment in any Account other than the Subordinate Debt Service
Reserve Fund, the Subordinate Cashtrap Account or the Subordinate Pledged Funds Account prior to its maturity
or at a loss without the prior written consent of the Controlling Party, or the Owner if there is no Controlling Party.

In no event shall the Trustee purchase any investment under the Indenture in any Account other than the
Subordinate Debt Service Reserve Account, the Subordinate Cashtrap Account or the Subordinate Pledged Funds
Account at a premium without the prior written approval of the Controlling Party.

If at any time after investment therein an investment in any Account ceases to meet the criteria set forth
in the defmition of Eligible Investments, such investment shall be sold or liquidated with the prior consent of the
Controlling Party or at the direction of the Controlling Party.
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The Trustee shall terminate any Repurchase Agreement upon a failure of the counterparty thereto to
maintain the requisite collateral percentage after the restoration period and, if not paid by the counterparty in federal
ftmds against transfer of the repo securities, liquidate the collateral. The Trustee shall give notice to any provider
of a Repurchase Agreement or an Investment Agreement in accordance with the terms thereof so as to receive funds
thereunder with no penalty or premium paid.

The Trustee shall, upon actual knowledge of a default under either a Repurchase Agreement or an
Investment Agreement or the withdrawal or suspension of eiflier of the long-term unsecured debt ratings of a
Repurchase Agreement or an Investment Agreement provider or a drop in the ratings thereon below " AA" or " Aa,"
as appropriate, or "AAA" or "Aaa," as appropriate, in the case of a foreign bank, so notify the Controlling Party
and, if so directed by the Controlling Party, shall demand further collateralization of the agreement or termination
thereof and liquidation of the collateral.

E v e n t s o f D e f a u l t

Each of the following events shall constitute an Event of Default imder the Indenture:

(a) failure to make or cause to be made any payment, in accordance with the Indenture, of the
principal of, premium, if any, or interest on any Senior Bond after the same shall become due and payable, whether
at maturity, by mandatory redemption, acceleration or otherwise or any claim is made under the Policy;

(b) there are insufficient funds on deposit in the Revenue Fund on the first Business Day following
any Allocation Date to permit the Trustee to make the payments and transfers specified in the Indenture or the
amount on deposit in the Senior Debt Service Reserve Fund is less than the Senior Reserve Requirement;

(c) after the date on which no Senior Bonds remain Outstanding and no amounts remain due and
payable to Financial Security under the Indenture or under the Insurance Agreement, failure to make or cause to
be made any payment in accordance with the Indenture (i) of the principal of, premium, if any, or interest on any
Subordinate Bond after the same shall become due and payable, whether at maturity, by mandatoiy redemption,
acceleration or otherwise or (ii) an "Event of Default" exists under the Loan Agreement with respect to the
Subordinate Loan;

(d) default in the performance or observance of any of the covenants, agreements or conditions on the
part of CLGFA, the Owner or the PAC contained in the Indenture or in the Bonds and not described in another
paragraph under this heading, which failure shall continue for a period of 30 days after knowledge by CLGFA, the
Owner or the PAC, as applicable, or written notice is given to CLGFA, the Owner or the PAC, as applicable, by
the Trustee or the Controlling Party, provided that, if such failure shall be of a nature that it cannot be cured within
30 days, such failure shall not constitute an Event of Default imder the Indenture if within such 30-day period
CLGFA, the Owner or the PAC, as applicable, shall have given notice to the Trustee and the Controlling Party of
corrective action it proposes to take, which corrective action is agreed in writing by the Controlling Party to be
satisfactory and CLGFA, the Owner or the PAC, as applicable, shall thereafter pursue such corrective action
diligently until such default is cured;

(e) after the date on which no Senior Bonds remain Outstanding and no amounts remain due and
payable to Financial Security under the Indenture or under the Insurance Agreement, any default or event of default
exists under the Pledge Agreement or the Loan Agreement;

(f) the Trustee receives notice from Financial Security that an "Event of Default" exists under the
Insurance Agreement;

(g) any "Event of Default" exists under the Loan Agreement with respect to the Senior Loan;

(h) an assertion by any Holder of Subordinate Bonds, or a determination by a court of competent
jurisdiction to the effect that the provisions of the Mortgage Loan Documents that subordinate the rights of the
Subordinate BondholdS^to those of the Senior Bondholders and Financial Security are not enforceable; or
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(i) CLGFA shall fail to pay its debts generally as they come 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 seeking to adjudicate CLGFA insolvent or seeking a liquidation, or shall take advantage of any
insolvency act, or shall commence a case or other proceeding naming CLGFA as debtor under the United States
Bankruptcy Code or similar law, domestic or foreign, or a case or other proceeding shall be commenced against
CLGFA under the United States Bankruptcy Code or similar law, domestic or foreign, or any proceeding shall be
instituted against CLGFA seeking liquidation of CLGFA's assets and CLGFA shall fail to take appropriate action
resulting in the withdrawal or dismissal of such proceeding within 30 days or there shall be appointed, or CLGFA
shall consent to, or acquiesce in, the appointment of, a receiver, liquidator, conservator, trustee or similar official
in respect of CLGFA or the whole or any substantial part of its properties or assets or CLGFA shall take any
corporate action in furtherance of any of the foregoing.

A S L O N G A S A N Y S E N I O R B O N D S R E M A I N O U T S T A N D I N G O R A N Y A M O U N T S A R E D U E A N D
P A Y A B L E T O F I N A N a A L S E C U R I T Y U N D E R T H E I N D E N T U R E O R U N D E R T H E I N S U R A N C E
AGREEMENT, NO EVENT OF DEFAULT WILL EXIST OR MAY BE DECLARED WITH RESPECT TO ANY
S U B O R D I N A T E B O N D S .

R e m e d i e s

Upon the occurrence and continuance of an Event of Default, the Trustee may, only with the prior written
consent of the Controlling Party, and shall, at the direction of the Controlling Party, declare the principal of and
accrued interest on all Senior Bonds to be immediately due and payable. The Trustee shall give notice thereof
pursuant to the Indenture to the Holders of the Bonds, CLGFA, the Owner, the PAC, Financial Security, Moody's
and S&P. Upon any such declaration, the principal of and accrued interest on the accelerated Senior Bonds shall
become due and payable immediately, and the Trustee shall make demand for payment upon the Owner and the
PAC in an amount sufficient to pay principal of and interest accrued on the accelerated Senior Bonds to the date
established for payment thereof pursuant to the Indenture.

In the event the Trustee shall declare the Senior Bonds immediately due and payable. Financial Security
may, in its sole discretion, elect to pay an amount equal to the principal and interest accrued on the Senior Bonds
to the date of acceleration and the Trustee agrees to accept such payment. The Policy provides that upon such
payment Financial Security's obligations under the Policy shall be discharged.

Upon the occurrence of an Event of Default, Subordinate Bonds shall, only with the prior written consent.
of Financial Security while the Senior Bonds are Outstanding or any amounts are owed to Financial Security under
the Indenture or under the Insurance Agreement, be accelerated by the Trustee at the written direction of 100% of
the Holders of the Subordinate Bonds then Outstanding. The Holders of the Subordinate Bonds shall have no right
to pursue or direct any remedy available to the Trustee under the Indenture while the Senior Bonds are Outstanding
or any amounts are owed to Financial Security under the Indenture or imder the Insurance Agreement; provided,
however, that the Trustee shall have the right to enforce the provisions of the Pledge Agreement, but at no expense
of the Trust Estate, for the benefit of the Holders of the Subordinate Bonds. The Holders of the Subordinate Bonds
acknowledge and agree that the Senior Bonds may be accelerated without any corresponding acceleration of the
Subo rd i na te Bonds .

The Trustee shall exercise only such rights and take only such actions as are directed or approved in writing
by the Controlling Party and shall refr̂  from exercising any rights as directed by the Controlling Party; provided,
however, that the Trustee may exercise its rights under the Pledge Agreement without any direction or approval by
the Controlling Party. Subject to the preceding sentence, the Trustee may exercise such rights with or without
joinder of, but if necessary in the name of, CLGFA. The Trustee shall give written notice to the Subordinate
Bondholders of its exercise of remedies. The Holders of the Subordinate Bonds expressly acknowledge and agree
that any action taken by the Trustee for the Senior Bonds or Financial Security at the direction of Financial Security,
as the Controlling Party, may benefit the Senior Bonds or Financial Security without benefitting the Holders of the
Subordinate Bonds and may adversely affect the Holders of the Subordinate Bonds. Financial Security, as the
Controlling Party, and the Trustee have no obligation to consider whether remedies taken would have a material
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adverse effect on the possibility that Holders of Subordinate Bonds will be paid amounts in respect of such
Subordinate Bonds or to consider any effect that a remedy may have on the Holders of Subordinate Bonds.

Subject to the Indenture, in addition to any other remedies given to the Trustee under the Indenture or now
or hereafter existing at law or in equity, the Trustee may, only with the prior written consent of the Controlling
Party, and shall, at the direction of the Controlling Party upon receipt of indemnity as provided in the Indenture,
take any or all of the following actions upon the occurrence of an Event of Default:

(a) (i) accelerate all of the Senior Bonds, (ii) with the consent of the Subordinate Bondholders
accelerate all of the Subordinate Bonds, and (iii) if no Senior Bonds are Outstanding and no amoimts are
owed to Financial Security under the Indenture or under the Insurance Agreement, upon the occurrence
of an Event of Default wi A respect to the Subordinate Bonds, at the written direction of all of the Holders
of the Subordinate Bonds then Outstanding, accelerate all of the Subordinate Bonds;

(b) by mandamus or other suit, action or proceeding at law or in equity, enforce the
provisions of one of more Series of the Bonds, the Indenture, the Pledge Agreement (for the benefit of the
Subordinate Bondholders only), the Loan Agreement, the Mortgage or any of the other Mortgage Loan
Documents;

(c) by action or suit in equity, enjoin any acts or things that may be unlawful or in violation
of the ri^ts of the Holders of the Bonds;

(d) appoint a receiver or receivers of the rights and remedies pledged hereby, and of the
revenues, issues, payments and profits thereof, with such powers as the court making such appointment
shall confer;

(e) take such other steps to protect and enforce its rights and the rights of Financial Security
and the Holders of the Bonds, whetW by action, suit or proceeding in aid of the execution of any power
therein granted or for the enforcement of any other appropriate legal or equitable remedy; or

(f) to apply funds in the Senior Cashtrap Accoimt in accordance with the Indenture as
directed by the Controlling Party.

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

No delay or failure to exercise any right or power accruing under any Mortgage Loan Document upon the
occurrence of any Event of Default or otherwise shdl impair any such right or power or shall be construed to be
a waiver thereof, but any such right and power may be exercised from time to time and as often as may be deemed
expedient. In order to entitle the Trustee or the Controlling Party to exercise any remedy reserved to the Trustee
or the Controlling Party, it shall not be necessary to give any notice, other than such notice as may be required in
the Indenture, and, wilh respect to remedies under other Mortgage Loan Documents, such notices as are required
the re in .

If any proceeding has been commenced to enforce any right or remedy under the Indenture, and such
proceeding has been discontinued or abandoned for any reason, or has been determined adversely to the Trustee
or the Controlling Party, then and in eveiy such case the parties thereto shall, to the extent permitted, not prohibited
or required by the outcome of such proceeding, be restor̂  to their respective former positions under the Indenture,
and, thereafter, all rights and remedies of the Controlling Party shall continue as though no such proceeding had
been ins t i tu ted.

A - 2 4



Further, in the event the Trustee fails to pay the Subordinate Bondholders scheduled payments on the
Subordinate Bonds from funds rightfully on deposit in the Subordinate Bonds Interest Account, the Subordinate
Bonds Principal Account, the Subordinate Pledged Funds Account, the Subordinate Debt Service Reserve Fund and
the Subordinate Cashtrap Account, or the Trustee is not properly allocating the Revenues and other funds
constituting the Trust Estate to the Subordinate Bonds Interest Accoimt, the Subordinate Bonds Principal Account,
the Subordinate Bonds Pledged Funds Account, the Subordinate Bonds Debt Service Reserve Fund and the
Subordinate Cashtrap Accoimt in accordance with the priorities set forth in, and the terms and provisions hereof,
the Subordinate Bondholders shall have the right by mandamus or other suit, action or proceeding at law or in equity
to compel the Trustee to make such payments or allocations in accordance with the priorities set forth in, and the
terms and the provisions hereof and to enforce the Pledge Agreement, provided that, except as expressly set forth
herein, such action shall not be at the expense of the Trust Estate.

Application of Moneys

Upon the occurrence of an Event of Default, all moneys received by the Trustee pursuant to any action
taken under the provisions of the Indenture, and held in the Accounts created imder the Indenture (except the Policy
Payments Account and the Rebate Fund), after payment of the reasonable costs and expenses of the proceedings
resulting in the collection of such moneys and the Trustee's Fee pursuant to the Indenture, shall be deposited in the
Revenue Fund and, together with all moneys so deposited in the Revenue Fund during the continuance of an Event
of Default (other than moneys for the payment of Senior Bonds which have matured or otherwise become payable
prior to such Event of Default or for flie payment of interest due on Senior Bonds prior to such Event of Default)
shall be applied as set forth in the Indenture (provided, however, that all amoimts rightfully on deposit in the
Subordinate Bonds Interest Accoimt, the Subordinate Bonds Principal Account, the Subordinate Pledged Funds
Account, the Subordinate Cashtrap Account and the Subordinate Debt Service Reserve Fund as of the first day
immediately preceding the date of occurrence of the Event of Default, and all amounts received from the Pledgor
pursuant to the Pledge Agreement, shall not be available to pay principal of or interest on any of the Senior Bonds).

Whenever moneys are to be applied pursuant to the provisions of the preceding paragraph, such moneys
shall be applied at such time, and from time to time, as the Trustee, with the prior written consent of the Controlling
Party, shall have determined, having due regard to the amount of such moneys available for application and the
likelihood of additional moneys becoming available for such application in the future. Whenever the Trustee shall
apply such funds, it shall (a) fix the date (which shall be an Merest Payment Date unless the Controlling Party
directs otherwise, or if no Controlling Party, the Trustee deems another date more suitable) upon which such
application is to be made and on such date interest on the amount of principal to be paid on such date shall cease
to accrue and (b) on or before such date set aside from the appropriate Accounts created under the Indenture the
moneys necessary to effect such application. The Trustee shall not be required to make payment to the Holder of
any Bond until such Bond shall be presented for appropriate endorsement or for cancellation if fully paid.

Controlling Party; Right To Make Payment

Notwithstanding any other provision of the Indenture, the Controlling Party shall control the exercise of
any remedies under the Indenture if an Event of Default shall occur and be continuing; provided, however, that the
Trustee may, without limitation, exercise its rights imder the Pledge Agreement at no expense to the Trust Estate.
Financial Security, so long as it shall be the Controlling Party, may waive in writing to the Trustee any Event of
Default under the Indenture at its sole discretion. Notwithstanding any other provision thereof. Financial Security
shall have the right to advance any payment required to be made by CLGFA, the Owner or the PAC in order to
prevent an Event of Default under the Indenture, and the Trustee shall be required to accept such advance. Any
such advance shall be repaid to Financial Security by the PAC or the Owner pursuant to the Insurance Agreement
or pursuant to the Indenture.

Power of Bondholders To Direct Proceedings

Anything in the Indenture to the contrary notwithstanding, if Financial Security is not the Controlling Party,
the Holders of a majority in aggregate principal amount of the Senior Bonds then Outstanding under the Indenture
shall have the right, by an instrument in writing executed and delivered to the Trustee and upon offer of security
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and indemnity satisfactory to the Trustee against the costs, expenses and liabilities to be incurred therein or thereby,
to direct the method and place of conducting all remedial proceedings to be taken by the Trustee under the
Indenture; provided, however, that the Holders of a majority in aggregate principal amount of the Subordinate Bonds
then Outstanding shall have the right at all times, by an instrument in writing executed and delivered to the Trustee
and upon offer of security and iridemnity satisfactory to the Trustee against the costs, expenses and liabilities to be
incurred therein or thereby, to direct the method and place of conducting all remedied proceedings to be taken by
the Trustee under the Indenture against the Pledgor or otherwise concerning the Pledge Agreement. The Trustee
is authorized to effectuate such remedial proceedings on behalf of such Holders; provided, however, that if Financial
Security is not the Controlling Party, the Trustee may not accelerate any of the Senior Bonds due to any Event of
Default other than an Event of Default in the payment of the principal of, premium, if any, or interest on the Senior
Bonds unless directed by the Holders of a majority in aggregate principal amount of Senior Bonds then Outstanding.

T h e T r u s t e e

Obligation To Take Action, The Trustee shall be under no obligation to take any action in respect of any
Event of Default (other than an acceleration of the Senior Bonds as directed by Financial Security), or to institute,
appear in or defend any suit or other proceedings in connection therewith, unless (a) requested in writing so to do
by Financial Security and provided with indemnity reasonably satisfactory to the Trustee for its reasonable fees and
expenses, if no Financial Security Default exists or (b) if a Financial Security Default exists, requested in writing
to do so by the Holders of at least a majority in aggregate principal amount of the Senior Bonds Aen Outstanding,
or if there are no Senior Bonds Outstanding and Financial Security has been paid all amounts owing to it under the
Indenture and under the Insurance Agreement, the Holders of a majority in aggregate principal amount of the
Subordinate Bonds then Outstanding and unless furnished with security and indemnity reasonably satisfactory to it;
provided, however, that the Holders of a majority in aggregate principal amount of the Subordinate Bonds then
Outstanding may request the Trustee in writing, upon furnishing the Trustee with security and indemnity reasonably
satisfactory to it, to take any action with respect to any matters relating to the Pledge Agreement and the Pledgor.

Resignation by Trustee, The Trustee may resign and be discharged of the trusts created by the Indenture
by executing an instrument in writing resigning such trust and specifying the date when such resignation is expected
to take effect and filing the same with CLGFA, the Owner and Financial Security not less than 90 days before the
date specified in such instrument when such resignation is expected to take effect unless a successor has accepted
appointment. Upon receiving such notice of resignation, the Owner shall promptly appoint a successor Trustee
approved in writing by the Controlling Party and CLGFA, by written instrument, in duplicate, executed by an
Authorized Owner Representative, one copy of which instrument shall be delivered to the resigning Trustee and one
copy to the successor Trustee. If such appointment is not made within 60 days of receipt of such notice of
resignation, a replacement trustee may be appointed by the Controlling Party; provided, however, that if there is
no Controlling Party while any Senior Bonds are Outstanding, a replacement trustee may be appointed by a majority
of the Holders of die Bonds. Notice of a successor Trustee shall be given to the Bondholders. If no successor
Trustee shall have been so appointed and have accepted appointment within 120 days after the mailing of such notice
of resignation, the resigning Trustee may petition any court of competent jurisdiction for the appointment of a
successor Trustee or the Controlling Party, or any Bondholder may, on behalf of himself and all others similarly
situated, petition any such court for the appointment of a successor Trustee. No resignation of any Trustee shall
become effective until acceptance of appointment by the successor Trustee.

Removal of Trustee, The Trustee may be removed at any time by an instrument in writing, filed with the
Trustee so removed and executed by (a) the Owner with the consent of the Controlling Party, (b) the Controlling
Party or (c) Holders of not less than a majority in aggregate principal amount of the Bonds tihen Outstanding with
the prior written consent of the Controlling Party or (d) if there are no Senior Bonds and Financial Security is not
owed any amounts under the Indenture or under the Insurance Agreement, the Holders of not less than a majority
in aggregate principal amount of the Subordinate Bonds then Outstanding; provided that no such removal will take
effect prior to the receipt by CLGFA, the PAC, the Owner, the Financid Security and the Holders of the Bonds
of written notice thereof, in writing and in no event prior to the acceptance of appointment by the successor Trustee.

Qualifications of Successor Trustee, Every successor in the trust under the Indenture appointed pursuant
to the foregoing proviSSns shall be a trust company or a bank with trust powers, having a minimum capitalization
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of at least $50,000,000, if such trust company or bank with trust powers willing and able to accept the trust on
customaiy terms can, with reasonable effort, be located.

Co-Trustee. Upon the occurrence of an event of default imder the Pledge Agreement or upon the failure
of the Trustee to pay the Subordinate Bondholders scheduled payments on the Subordinate Bonds from funds
rightfully on deposit in the Subordinate Bonds Interest Account, the Subordinate Bonds Principal Accoimt, the
Subordinate Pledged Funds Account, the Subordinate Debt Service Reserve Fund and the Subordinate Cashtrap
Account, or to properly allocate the Revenues and other funds constituting the Trust Estate to the Subordinate Bonds
Interest Account, the Subordinate Bonds Principal Account, the Subordinate Bonds Pledged Funds Accoimt, the
Subordinate Bonds Debt Service Reserve Fund and the Subordinate Cashtrap Account in accordance with the
priorities and the terms and provisions hereof, holders of a majority in aggregate principal amount of Subordinate
Bonds then Outstanding may appoint one or more additional individuals or institutions as separate or co-trustees by
written instrument, which written instrument shall prescribe the powers, duties and rights of each separate or co
trustee, which shall be limited strictly to enforcing the provisions contained in the Pledge Agreement or to compel
the Trustee to make such rightful payments or allocations, as applicable, and may remove any such separate or co
trustee. Each and every remedy, power, right, claim, demand, cause of action, immunity, estate, title, interest and
lien expressed or intended by the Indenture and the Pledge Agreement to be exercised by or vested in or conveyed
to the Trustee under the Pledge Agreement with respect to the obligations of the Pledgor thereunder, and under the
Indenture, but solely with respect to the failure of the Trustee to pay the Subordinate Bondholders from funds
rightfully on deposit in the Subordinate Bonds Interest Account, the Subordinate Pledged Funds Account, the
Subordinate Debt Service Reserve Fund and the Subordinate Cashtrap Account, or to properly allocate the Revenues
and other funds constituting the Trust Estate to the Subordinate Bonds Interest Account, the Subordinate Bonds
Principal Account, the Subordinate Bonds Pledged Funds Account, the Subordinate Bonds Debt Service Reserve
Fund and the Subordinate Cashtrap Account in accordance with the priorities and the terms and provisions thereof,
shall, to the extent provided by the holders of a majority in aggregate principal amount of Subordinate Bonds then
Outstanding, be exercisable by and vest in such separate or co-trustee but only to the extent necessaiy to enable the
separate or co-trustee to exercise the powers, rights and duties so provided with respect to the Pledge Agreement
or to compel the Trustee to make such payments or allocations, as applicable, and eveiy covenant and obligation
necessaiy to the exercise thereof by such separate or co-trustee shall run to and be enforceable by either the Trustee
or such separate or co-trustee. The fees and expenses of such co-trustee shall not be payable from Revenues or the
Trus t Es ta te .

Should any deed, conveyance or other instrument from the Owner or CLGFA be required by the separate
trustee or co-trustee so appointed for more fully and certainly vesting trusts, duties and obligations, any and all such
deeds, conveyances and other instruments shall on request, be executed, acknowledged and delivered by the Owner
or CLGFA, as appropriate. In case any separate trustee or co-trustee, or a successor to either, shall become
incapable of acting, resign or be removed, all the estates, properties, rights, powers, trusts, duties and obligations
of such separate trustee or co-trustee, so far as permitted by law, shall vest in and be exercised by the Trustee until
the appointment of a new trustee or successor to such separate trustee or co-trustee.

M o d i fi c a t i o n o f I n d e n t u r e

Supplemental Indentures. CLGFA and the Trustee may, with the written approval of the Controlling Party
and the Owner, from time to time and at any time, without the consent of or notice to Holders of the Bonds, execute
and deliver indentures supplemental to the Indenture for the following purposes:

(a) To specify and determine any matters and things relative to the Bonds which are not contraiy to
or inconsistent with the Indenture and which shall not materially adversely affect the interests of the Holders of
Bonds;

(b) To cure any defect, omission, conflict or ambiguity in the Indenture or between the terms and
provisions thereof and any other document executed or delivered in connection therewith;
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(c) To grant to or confer upon the Trustee for the benefit of the Holders of the Bonds any additional
rights, remedies, powers, authority or security which may lawfully be granted or conferred and which are not
contraiy to or inconsistent with the Indenture as theretofore in effect;

(d) To add to the covenants and agreements of CLGFA or the Owner in the Indenture, other covenants
and agreements to be observed by CLGFA and the Owner which are not contraiy to or inconsistent with the
Indenture as theretofore in effect;

(e) To add to the limitations and restrictions in the Indenture, other limitations and restrictions to be
observed by CLGFA and the Owner which are not contraiy to or inconsistent with the Indenture as theretofore in
effect;

(f) To confirm, as further assurance, any pledge under, and the subjection to any claim, lien or pledge
created or to be created by the Indenture of the revenues arising from the pledge of any moneys, securities, funds
or other parts of the Trust Estate;

(g) To amend or modify any provisions of the Indenture so long as such amendment or modification
does not materially adversely affect the interests of the Holders of the Bonds which may be evidenced by an Opinion
of Counsel delivered to the Trustee; or

(h) To preserve and protect, in such manner as set forth in an opinion of Bond Counsel, in form and
substance acceptable to the Controlling Party as long as any Senior Bonds are Outstanding, the exclusion from gross
income for federal income tax purposes of interest on the Bonds.

Before the Trustee shall execute any supplemental indenture, there shall have been filed with the Trustee
and Financial Security an Opinion of Counsel addressed to CLGFA, the Owner, the PAC, Financial Security and
the Trustee stating that such supplemental indenture (a) is authorized or permitted by the Indenture and complies
with its terms, (b) will be valid and binding upon CLGFA in accordance with its terms after its execution by
CLGFA and the Trustee and (c) will comply with the Act and will not impair the exclusion from gross income for
federal income tax purposes of interest on the Bonds.

Consent of Bondholders,

With the consent of the Holders of not less than a majority of the aggregate principal amount of Bonds of
each Series then Outstanding, CLGFA and the Trustee may, with the prior written consent of the Owner and, if
any Senior Bonds remain Outstanding or any amounts are owed to Financial Security under the Indenture or under
the Insurance Agreement, Financial Security from time to time and at any time, execute and deliver indentures
supplemental to the Indenture for the purposes of modifying, altering, amending, adding to or rescinding, in any
particular, any of the terms or provisions contained in the Indenture; provided, however, that nothing therein
contained shall permit, or be construed as permitting without the prior written consent of Financial Security and of
the Holders of all Bonds then Outstanding and affected by such proposed change (i) a change in the times, priorities,
amounts or currency of payment of the principal of, premium, if any, or interest on any Outstanding Bond, or a
reduction in the principal amount or redemption price, or the dates or terms of redemption of any Outstanding Bond
or the rate of interest thereon, (ii) the creation of a claim or lien upon, or a pledge of the Trust Estate (other than
the liens created by the Mortgage Loan Documents or permitted to be created pursuant to the Loan Agreement),
(iii) a preference or priority of any Bond or Bonds of a Series over any other Bond or Bonds of such Series, (iv) any
change adversely affecting the tax-exempt status of any Bond, (v) a reduction in the aggregate principal amount of
the Bonds of a Series required for consent imder the Indenture or (vi) any amendment to this section of the
I n d e n t u r e .

Discharge of Indenture

If and when the whole amount of the principal, premium, if any, and interest due and payable upon all of
a Series of Bonds shall be paid, or provision shall have been made for the payment of the same, by or on behalf
of CLGFA, the OwnffiTffiid the PAC, together with all other sums payable under the Indenture, under the Loan
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Agreement and under the Insurance Agreement, then and in that case, the right, title and interest of the Trustee in
and to the Trust Estate, including all covenants, agreements and other obligations of CLGFA, the Owner and the
PAC to the Bondholders shall thereupon cease, terminate and become void and be discharged and satisfied, except
for right of payment for the Bonds. In such event, the Trustee shall surrender the Trust Estate to the Owner, and
shall deliver to the Owner, or to such person, body or authority as may be entitled to receive the same, any balance
remaining in any fund or account created therein. The Trustee shall execute such documents as may be reasonably
required to effect such assignments and transfers. There shall be deemed to be such due payment or provision for
a Series of Bonds when there has been placed in trust with the Trustee, cash and Government Securities (not callable
prior to the time necessary to meet all requirements of the Outstanding Series of Bonds) sufficient (including the
known minimum yield available without reinvestment for such purpose from Government Securities in which such
amount wholly or in part may be initially invested) to make all payments due on the Outstanding Series of Bonds,
as the same become due at the final maturities of the Series of Bonds or upon any redemption date as of which the
PAC shall have directed the Trustee to exercise optional redemption of Bonds of the Series and to pay all scheduled
fees and expenses related to the Bonds of the Series. The Government Securities shall become due prior to the
respective times on which the proceeds thereof shall be needed, in accordance with a schedule independently verified
as to the sufficiency of the deposit at the time of the creation of the escrow or trust.

Anything in the Indenture to the contrary notwithstanding, a Series of Bonds shall not be deemed to have
been paid pursuant to the preceding paragraph until (a) the Trustee has received the written consent of the
Controlling Party (with respect to the Senior Bonds); (b) the Trustee and Financial Security (so long as any Senior
Bonds are Outstanding or any amounts are payable to Financial Security imder the Indenture and under the Î rance
Agreement) have received a certificate, addressed to them, of an independent firm of nationally recognized certified
public accountants acceptable to Financial Security (so long as any Senior Bonds are Outstanding and any amounts
are payable to Financial Security under the Indenture and imder the Insurance Agreement) that the cash or
Government Securities deposited under the Indenture will be sufficient to make all remaining payments when due
on the Series of Bonds of the Series and other amounts payable under the Indenture and under the Insurance
Agreement when due; (c) the Trustee and Financial Security (so long as any Senior Bonds are Outstanding or any
amounts are payable to Financial Security under the Indenture and under the Insurance Agreement) have received
all fees, charges and expenses due or to be due imder the Indenture or the Insurance Agreement, as applicable; and
(d) CLXjFA, Financial Security (so long as any Senior Bonds are Outstanding or any amounts are payable to
Financial Security under the Indenture and under the Insurance Agreement) and the Trustee have received an
Opinion of Counsel, addressed to them, which is in form and substance acceptable to Financial Security (so long
as any Senior Bonds are Outstanding or any amounts are payable to Financial Security under the Indenture and
under the Insurance Agreement), to the effect that upon receipt by the Trustee of such deposit, the Series of Bonds
of the Series will be deemed to be paid within the meaning of the Indenture and that such transaction and deposit:
(i) would not constitute an investment company requiring registration under the Investment Company Act of 1940;
(ii) is permitted under the terms and provisions of the Indenture; (iii) would not constitute an avoidable preference
under Section 547 of the United States Bankruptcy Code in the event of the filing of a petition for relief under the
United States Bankruptcy Code by or against CLGFA, any party providing any funds for such defeasance or the
Owner; (iv) the Government Securities and cash, if any, would not be part of the bankruptcy estate under
Section 541 of the United States Bankruptcy Code or be subject to the automatic stay under Section 362 of the
United States Bankruptcy Code in the event of a filing of a petition for relief imder the United States Bankruptcy
Code by or against CLGFA, any party providing any funds for such defeasance or the Owner; and (v) would not
adversely affect the exclusion of interest on the Series of Bonds from the gross income of the Holders thereof for
federal and state income tax purposes. Further, no sale, transfer or substitution of the cash or Government
Securities deposited pursuant to this paragraph shall take place without the requirements set forth in (a), (b) and (c)
of this paragraph having been satisfied.

The foregoing provisions notwithstanding. Senior Bonds which shall have been paid, or for which provision
shall have been made, by a payment from Financial Security pursuant to the Policy shall continue to be Outstanding
under the Indenture, and Financial Security shall become the Holder of such Senior Bonds for all purposes of the
Indenture; provided, however, that if the Owner shall make or cause to be made payment to Financial Security in
reimbursement of any payments of principal of and interest on the Senior Bonds, the obligation of CLGFA with
respect to payment of such Senior Bonds shall cease to the extent of such reimbursement, and, if such
reimbursement shall br^fficient to pay the principal of and interest due on such Senior Bonds and all other
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amounts payable to Financial Security imder the Indenture or under the Insurance Agreement, such Senior Bonds
shall no longer be deemed Outstanding for purposes of the Indenture.

If the Subordinate Bonds at any time are deemed paid pursuant to this heading, the Subordinate Bonds shall
no longer be entitled to, or have any rights to receive, any funds pursuant to Section 5.03 of the Indenture.

Amendment to Pledge Agreement

The Trustee shall consent to any amendment, change or modification of the Pledge Agreement, which does
not materially adversely affect the interests of the Holders of the Subordinate Bonds, without giving notice to and
receiving the prior written consent of such Holders. All other amendments, changes or modifications to the Pledge
Agreement shall require the prior written consent of 100% of the Holders of the Subordinate Bonds (and shall not
require the consent of any Holders of the Senior Bonds or Financial Security except as provided in the Pledge
Agreement).

T H E L O A N A G R E E M E N T

The following is a summary of certain provisions of the Loan Agreement. Such surmnaiy is only a brief
description of limited provisions of such document and is qualified in its entirety to the full text of the Loan
Agreement.

Loan by CLGFA; Payment of
Principal, Premium, if Any, and Interest

Pursuant to the Loan Agreement, CLGFA will make the Senior Loan to the Owner in the amount of
$15,485,000 and the Subordinate Loan to the Owner in the amount of $1,585,000 by disbursing the proceeds of
the sale of the Bonds in accordance with the provisions of the Indenture. The Owner has executed and delivered
the Loan Agreement and the Notes to evidence the Owner's obligation to repay the Loan and any and all other
amounts specified under the Loan Agreement but solely from Revenues and the Trust Estate.

Payment of Principal,
Premium, if Any, and Interest

The Owner will duly and punctually pay the principal of, premium, if any, and interest on the Notes at the
dates and the places and in the manner provided in the Notes, in the Loan Agreement and in the Loan Payment
Schedule, according to the true intent and meaning thereof and hereof and subject to the priorities set forth therein.
Notwithstanding any schedule of payments under the Loan Agreement, in the Notes or in the Loan Payment
Schedule, but subject to the terms and provisions regarding priority of the Senior Note over the Subordinate Note,
the Owner agrees to make payments under the Loan Agreement and upon such Notes and be liable therefor at such
times and in such amounts equal to (a) the principal of and interest on the Bonds, whether as regularly scheduled
interest or principal payments, at maturity or by mandatory or optional redemption, acceleration or otherwise but
subject to the provisions and terms set forth in the Indenture, and (b) any premium on the Bonds payable pursuant
to the Indenture as a result of any prepayment of the Loan by the Owner. Notwithstanding the foregoing, the
Owner's obligation to make payments under the Loan Agreement and pursuant to the Notes shall be limited to
Revenues and the Trust Estate, which are hereby assigned and pledged to the payment of principal, premium, if
any, and interest on the Notes and the Loan. Except for Revenues and the Trust Estate, no funds or properties of
the Owner shall be pledged, or otherwise liable for the payment of principal, premium, if any, or interest on the
Notes or the Loan.

Any amounts remaining outstanding and unpaid under the Senior Note will be due and payable on
October 1, 2027; any amounts remaining outstanding and unpaid under the Subordinate Note will be due and
payable on October 1, 2024; provided, however, that any failure to pay any amounts outstanding and due and
payable on either the Subordinate Note or the Subordinate Bonds shall not constitute an Event of Default until the
S e n i o r Te r m i n a t i o n D a t e .
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Loan Payments

CLGFA directs the Owner, and the Owner agrees, to pay or cause to be paid to the Trustee all payments
required pursuant to the Loan Agreement, including, without limitation, all payments on the Loan. The Owner and
the PAC agree and covenant that, for so long as any of the Bonds are Outstanding, any and all Revenues and other
amounts derived from the Project shall be delivered to the Trustee in accordance with the provisions of the Deposit
Only Account Agreement or as otherwise required by the Mortgage Loan Documents, for deposit in accordance with
the Inden tu re .

Loan Payment Schedule. The Owner will covenant and agree that, each month during the term of the
Loan Agreement, the scheduled payments of principal of and interest due on the Loan shall be paid to the Trustee
in accordance with the applicable Loan Payment Schedule but solely from Revenues and the Trust Estate. The
initial Loan Payment Schedule shall be for the months from and including April 1997 through June 1998 and shall
be delivered by the Property Manager on behalf of the Owner to the Trustee and Financial Security on the Closing
D a t e .

The Property Manager on behalf of the Owner shall, not later than 60 days prior to the beginning of each
Fiscal Year after 1997, deliver to the Controlling Party a proposed Loan Payment Schedule for such Fiscal Year,
revised to reflect the required level payments to be made for each month of the related Fiscal Year. The proposed
Loan Payment Schedule shall be submitted to the Controlling Party with a notice that failure of the Controlling Party
to respond within 60 days constitutes approval of the Loan Payment Schedule by the Controlling Party. The
Controlling Party shall approve or require changes to such Loan Payment Schedule within 60 days of its submission
and shall advise the Owner, the Property Manager and the PAC in writing of any changes to be made therein.

The PAC shall, not later than five days prior to the beginning of the first calendar month after any
prepayment of the Loan pursuant to the Loan Agreement, deliver to the Controlling Party a new Loan Payment
Schedule, revised to reflect the required level payments to be made for each month remaining in the related Fiscal
Year. The PAC shall make any corrections to the proposed Loan Payment Schedule as required by the Controlling
Party, and within five Business Days provide a revised Loan Payment Schedule to the Controlling Party for
approval. The proposed Loan Payment Schedule submitted by the PAC shall be deemed to be approved by the
Controlling Party if the Controlling Party does not give any comments in writing within 60 days after receipt.

Payments and Priorities. The Owner shall pay as repayment of the Loan, until the principal of, premium,
if any, and interest on the Senior Bonds and other Senior Debt shall have been paid or provision for the payment
thereof shall have been made in accordance with the Indenture, by remitting to the Trustee for deposit into the
Revenue Fund on or before each Allocation Date during the term of the Loan Agreement, commencing April 12,
1997, the following amounts in the following order of priority:

first, interest on the Senior Loan in the amount set forth in Column A of the applicable Loan Payment
Schedule;

second, principal of the Senior Loan in the amoimt set forth in Column B of the applicable Loan Payment
Schedule;

third, amounts required to replenish the Senior Debt Service Reserve Fund to an amoimt equal to the Senior
Reserve Requirement;

fourth, amounts required to be paid for utility expenses of the Project for the prior month;

fifth, amounts required to be paid into the Replacement Reserve Fund as set forth below;

sixth, amounts required to be paid as "Reserve Costs" as set forth below;

seventh, amounts required to be paid as "Fees" as set forth below;
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eighth^ amounts required to be paid for "Redemption of Senior Bonds" as set forth below;

ninth, amounts required to be paid as "Other Payments" as set forth below;

tenth, amounts required to be paid to the Property Manager as set forth below; and

eleventh, the Required Rebate Deposit.

Replacement Reserve Fund. Commencing on April 12, 1997, and on or before the Allocation Date of each
month thereafter, the Owner shall remit or cause to be remitted, but solely from Revenues and the Trust Estate,
to the Trustee for deposit to the Revenue Fund an amount, as set forth in Column D of the applicable Loan Payment
Schedule, equal to one-twelfth of $130 per unit per annum or such greater amount as determined pursuant to the
Loan Agreement. The Owner agrees that, if the Trustee has notified the Owner of a deficiency in the Replacement
Reserve Fund, it will, within two Business Days, remit or cause to be remitted, but solely from Revenues and the
Trust Estate, to the Trustee for credit to the Replacement Reserve Fund an amount equal to such deficiency. Such
amounts shall be disbursed as provided in the Indenture.

Reserve Costs. The Owner shall remit or cause to be remitted, but solely from Revenues and the Trust
Estate, to the Trustee sufficient fimds to pay all Reserve Costs due and payable with respect to the Project, in
accordance with this paragraph. The Owner shall remit or cause to be remitted, but solely from Revenues and the
Trust Estate, to the Trustee for deposit into the Revenue Fund, on or before the Allocation Date of each month,
commencing on April 12, 1997, the amount set forth in Column C of the applicable Loan Payment Schedule. Each
Loan Payment Schedule shall require such payments to be in equal installments in amounts that, when aggregated,
are sufficient to pay on the dates when due the amount of the premiums for insurance required to be maintained with
respect to the Project pursuant to the Loan Agreement and any other Reserve Costs, llie Owner agrees that if the
funds on deposit in the Escrow Account are insufficient to m̂ e such payments on the dates when due, the Owner
shall remit or cause to be remitted, but solely from Revenues and the Trust Estate, to the Trustee, immediately upon
receipt of notice of such deficiency, the amount by which the Escrow Account is deficient. Such amounts shall be
disbursed as provided in the Indenture.

Fees. The Owner shall remit or cause to be remitted, but solely from Revenues and the Trust Estate, to
the Trustee for deposit in the Revenue Fund, on or before the Allocation Date of each month commencing on
April 12, 1997, an amount, as set forth in Column E of the applicable Loan Payment Schedule, equal to (a) one-
twelfth of (i) the annual fees, if any, of any rating agency approved by the Controlling Party whose rating on the
Senior Bonds is then in effect, (ii) the Trustee's Fee, (iii) CLGFA's Fee and (b) the monthly Premium due to
Financial Security.

Redemption of Senior Bonds. Prior to the date on which notice of redemption is given in connection with
any redemption of the Senior Bonds, the Owner shall (a) pay or cause to be paid, but solely from Revenues and
the Trust Estate, to the Trustee as repayment of the Senior Loan for deposit into the Revenue Fund an amount of
money which, together with other moneys available therefor in accordance with the terms of the Indenture, is
sufficient to pay the principal of and premium, if any, on the Senior Bonds called for redemption and (b) pay or
cause to be paid, but solely from Revenues and the Trust Estate, to the Trustee for deposit into the Revenue Fund
an amount of money which, together with other moneys available therefor in accordance with the terms of the
Indenture, is sufficient to pay the interest accrued to the redemption date on the Senior Bonds called for redemption.
If on any Allocation Date (after making all required transfers of fimds from the Revenue Fund) the amount held
by the Trustee in the Senior Bonds Interest Account and the Senior Bonds Principal Account is insufficient to make
any payments for redemption required pursuant to the Indenture, the Owner shall forthwith pay or cause to be paid
such deficiency as repayment of the Senior Loan for deposit into the Revenue Fund.

Other Payments. The Owner shall remit or cause to be remitted, but solely from Revenues and the Trust
Estate, to the Trustee or Financial Security, as applicable, any amounts which may be due and payable to such entity
pursuant to the Mortgage Loan Documents and not set forth in another paragraph under this heading, such amounts
to be paid in the priority set forth in the Indenture.
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Property Manager. The Owner shall remit or cause to be remitted, but solely from Revenues and the Trust
Estate, to the Trustee for deposit in the Revenue Fund on or before the Allocation Date of each month, commencing
on April 12, 1997, the amoimts payable to the Property Manager as its Management Fee for the prior calendar
month and monthly operating expenses in accordance with the related Operating Budget as set forth in the Indenture.

Subordinate Loan. CLGFA, the PAC and the Owner agree that, except from moneys rightfully on deposit
in the Subordinate Bonds Interest Account and the Subordinate Bonds Principd Account and any funds transferred
thereto from the Subordinate Debt Service Reserve Fund, Subordinate Cashtrap Account and Subordinate Pledged
Funds Account, no payments will be due and payable or made with respect to the Subordinate Loan imtil all
payments set forth in first through eighth above have been made and the terms and provisions of the Loan
Agreement are satisfied in full. If the terms and provisions of the Loan Agreement are satisfied and no Event of
Default imder the Indenture or Trigger Event exists, after making the payments set forth in first through eighth
above, the Trustee shall deposit in the appropriate fund or accoimt, on or before the Allocation Date of each month
during the term of the Loan Agreement, commencing April 12, 1997, (a) due interest on the Subordinate Loan in
the amount set forth in Column G of the applicable Loan Payment Schedule, (b) due principal of the Subordinate
Loan in the amount set forth in Column H of the applicable Loan Payment Schedule, (c) the amount required to
be deposited in the Subordinate Debt Service Reserve Fimd pursuant to the Indenture, (d) the amount required to
be deposited in the Subordinate Pledged Funds Account pursuant to the Indenture, (e) the amount required to
reimburse the Pledgor for any payments made by the Pledgor under the Pledge Agreement, together with interest
thereon, (f) the Monthly Payment required to be paid to the City of Novato imder the In-Iieu-Of Tax Agreement
and (g) the amoimt required to be paid to the Owner to satisfy any xmsecured obligations of the Owner incurred
pursuant to the Loan Agreement.

Unconditional Obligation. CLGFA, the Owner and the PAC agree that the Owner and the PAC shall bear
all risk of damage, destruction or loss of title in whole or in part of the Project or any part thereof, including
without limitation any loss, complete or partial, or interruption in the use, occupancy or operation of the Project,
or any manner or thing which for any reason interferes with, prevents or renders burdensome the use or occupancy
of the Project or the compliance by the Owner and the PAC with any of the terms of the Loan Agreement. The
obligation of the Owner to make the Loan Payments and other payments required to be made under second through
ninth above including payments due by reason of acceleration of the Owner's obligations under the Loan Agreement
and to perform and observe its other agreements contained therein, shall be absolute and unconditional and shall
not be subject to abatement, diminution, postponement or deduction, or to any defense other than payment, or to
any right of setoff, counterclaim or recoupment arising out of any breach under the Loan Agreement or the
Indenture or otherwise by CLGFA, the Trustee, any Holder of Bonds or any other person, or out of any obligation
or liability at any time owing to the Owner by any of the foregoing or to any termination of the Loan Agreement
for any reason whatsoever; provided, however, that no payments shall be due and payable or made pursuant to ninth
except in accordance with the terms and provisions of the Loan Agreement. Nothing therein contained, however,
shall be interpreted to abridge the right of the Owner to seek judicial remedy for any breach of covenant of contract
in a separate legal proceeding.

S u b o r d i n a t i o n

Notwithstanding any provisions of the Loan Agreement to the contrary, CLGFA, the Owner and the PAC,
and any holder of the Subordinate Note (by acceptance of such Note) covenant and agree for the benefit of Financial
Security and the Holders of the Senior Bonds that:

(a) all payments of principal of, premium, if any, and interest due on the Subordinate Loan as well
as other loans, advances or costs incurred at any time or times under any agreements evidencing the Subordinate
Loan whether now existing or hereafter acquired shall be and hereby are subordinated in priority and in right and
time of payment to payments and reservations for payments of (i) the Senior Loan and the Senior Bonds;
(ii) amounts due and payable pursuant to second through ninth above under the heading "Loan Payments"; and
(iii) any other fees, costs or expenses related thereto and any indebtedness and obligations of the Owner due imder
the Insurance Agreement (collectively, the "Senior Debt"); provided, however, that the foregoing shall not impose
any limitation on the use of moneys rightfully on deposit in the Subordinate Bonds Interest Account, the Subordinate
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Bonds Principal Account, the Subordinate Debt Service Reserve Fund, the Subordinate Pledged Funds Account or
the Subordinate Cashtrap Account to make payments on the Subordinate Bonds pursuant to the Indenture;

(b) all payments of principal of, premium, if any, and interest on the Subordinate Bonds are
subordinated in priority and in right and time of payment as provided in the Loan Agreement and the Indenture;
provided, however, diat amounts rightfully on deposit in the Subordinate Bonds Interest Account, the Subordinate
Bonds Principal Account, the Subordinate Debt Service Reserve Fund, the Subordinate Pledged Funds Account and
the Subordinate Cashtrap Accoimt shall be available solely for payment of the Subordinate Bonds; and

(c) payments of the Subordinate Loan are due and payable only to the extent of available funds
rightfully on deposit in the Subordinate Bonds Interest Account and the Subordinate Bonds Principal Accoimt and
from moneys transferred from the Subordinate Debt Service Reserve Fund, the Subordinate Pledged Funds Account
and the Subordinate Cashtrap Account.

Notwithstanding any other provision of the Loan Agreement, the Note, the Mortgage or the Indenture, no
payment shall be due and payable or made on the Subordinate Loan except from moneys rightfully on deposit in
the Subordinate Bonds Interest Account and Subordinate Bonds Principal Account, including moneys transferred
thereto from the Subordinate Debt Service Reserve Fund, the Subordinate Pledged Funds Account and the
Subordinate Cashtrap Account.

Each holder of the Subordinate Note and the Subordinate Bonds, by acceptance of its Note and Bond, as
applicable, covenants that it will not, as long as any Senior Debt remains unpaid, (i) commence, or join in the
commencement of, whether directly or indirectly, an insolvency or similar proceeding with respect to the Owner
or the PAC for any reason, provided that neither the Owner, CLGFA nor the PAC is, at the time, the subject of
any insolvency or similar proceeding or (ii) declare a default under the Subordinate Note or the Subordinate Bonds
or commence any judicial proceeding or action against the PAC, CLGFA or the Owner, its properties, the Project
or the Trust Estate to enforce or collect any payment of the Subordinate Note or the Subordinate Bonds. If any
holder of the Subordinate Note in violation of the Loan Agreement shall commence, prosecute or participate in any
suit, action or proceeding against the PAC, CLGFA or the Owner, its properties, the Project or the Trust Estate,
the PAC or the Owner may interpose as a defense or plea the making of the Loan Agreement, and Financial
Security may intervene and interpose such defense or plea in Financial Security's name or in the name of the PAC,
CLGFA or the Owner. If any holder of the Subordinate Note or the Subordinate Bonds shall in violation of the
Loan Agreement attempt to enforce any security agreements, real estate mortgages or any lien instruments or other
encumbrances against the Trust Estate, Financial Security may, by virtue of the Loan Agreement, restrain the
enforcement thereof in Financial Security's name or in the name of &e PAC, CLGFA or the Owner. If any holder
of the Subordinate Note or the Subordinate Bonds in violation of the Loan Agreement obtains any of the Trust Estate
as a result of any administrative, legal or equitable action or otherwise, the holder of the Subordinate Note or the
Subordinate Bonds agrees to forthwith pay, deliver and assign to the Trustee on behalf of Financial Security and
the Holders of Senior Bonds such part of the Trust Estate to be held as security for or applied to the payment of
amounts now or hereafter owing with respect to the Senior Debt.

Notwithstanding anything contained in the Loan Agreement to the contraiy, the Holders of the Subordinate
Bonds and the Subordinate Note shall have the right, at their own expense and not at the expense of the Trust
Estate, to enforce the provisions of the Pledge Agreement without limitation and without the direction or approval
by the Controlling Party.

Optional Prepayments

No prepayment of the Loan may be made except to the extent and in the manner expressly permitted by
the Loan Agreement and as contemplated by the Indenture.

The Owner shall have the option to prepay the outstanding principal balance of the Loan (and with respect
to the Senior Loan only, subject to the prior written consent of Financial Security), in whole or in part, on the dates
that the Bonds are subject to optional redemption pursuant to the Indenture at a prepayment price equal to the
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applicable redemption price of the Bonds of the applicable Series then Outstanding, plus accrued interest to the date
fixed for such redemption.

The Owner shall be obligated to cause any optional prepayment of (a) the Senior Loan and the
corresponding Senior Bonds to be made to the Trustee with Available Moneys no later than the Business Day prior
to the Trustee's mailing of notice of redemption and (b) the Subordinate Loan and the corresponding Subordinate
Bonds to be made to the Trustee with immediately available funds sufficient to make the redemption payment not
later than the Business Day prior to the Trustee's mailing of notice of redemption.

As an alternative to deliveiy of Available Moneys to the Trustee as described above, the Owner may prepay
the Senior Loan in whole by delivery to the Trustee of a Letter of Credit no later than the Business Day prior to
the Trustee's mailing of notice of redemption. Any such Letter of Credit shall be accompanied by an Opinion of
Counsel from nationally recognized bankruptcy counsel to the effect that proceeds of a drawing under such Letter
of Credit will constitute Available Moneys. The Trustee will make a drawing under the Letter of Credit to make
the Loan prepayment.

Extraordinary Mandatory Prepayment

The Loan is subject to extraordinaiy mandatory prepayment, as a whole or in part, subject to the provisions
of the Indenture, and if in part in increments of $5,000, at a prepayment price equal to the principal amount of the
Loan then outstanding to be so prepaid, plus accrued interest to the date fixed for redemption of the Bonds relating
to such prepayment, without premium, upon the occurrence of any of the following events with respect to the
Project:

(a) the Project or any portion thereof is so demolished, destroyed or damaged that, in the judgment
of the Controlling Party or, if Financial Security is not the Controlling Party, the Owner, it cannot be restored or
rebuilt with available funds to a profitable condition within a reasonable period of time;

(b) the Project shall have been taken under the exercise of the power of eminent domain by any
governmental authority or so much of the Project is taken or the Project is so diminished in value or a title defect
exists which causes the value of the Project to be so diminished, that the remainder thereof cannot, in the judgment
of the Controlling Party or, if Financial Security is not the Controlling Party, the Owner, continue to be operated
profitably for the purpose for which it was being used immediately prior to such taking or diminution; or

(c) the Project or any portion thereof shall have been sold by the Owner pursuant to the Loan
Agreement.

The prepayment price (in Available Moneys or a Letter of Credit with respect to the Senior Loan or in
immediately available funds with respect to the Subordinate Loan) must be delivered to the Trustee by the Business
Day prior to the Trustee's mailing of notice of such redemption.

Transfer of Project

So long as any of the Senior Bonds remain Outstanding or any amounts are due and payable to Financial
Security under the Indenture or the Insurance Agreement, the Owner shall not sell, transfer, assign or otherwise
dispose of its interest in the Project or any part therein or enter into any agreement relating thereto without the prior
written consent of Financial Security; provided that all of the net proceeds from a sale of the Project or any portion
thereof shall be immediately delivered to the Trustee and held by the Trustee in the Revenue Fund and applied to
the redemption of Bonds as provided, and subject to the priorities set forth, in the Indenture and provided further
that no sale of the Project or any part of the Project shall be permitted without deliveiy to Financial Security and
the Trustee of an opinion of Bond Counsel that interest on the Bonds will continue to be excluded from gross income
for federal tax purposes after such sale. Nevertheless, without beiug obligated to prepay the Loan, the Owner may,
but has no obligation to, assign or transfer its interest in the Project or any part thereiu and thereby release the
Owner from its obligations and duties contained therein to the extent of such conveyance or assigiment to a
nonprofit, public beneSTcorporation recognized as a 501(c)(3) corporation under the Code with the prior written
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consent of Financial Security and the PAC, provided that any such assignment or conveyance shall, in addition to
the prior written consent of Financial Security, be subject to all of the following conditions:

(a) no assignment of the Project or any part of the Project shall be permitted without delivery to
Financial Security and the Trustee of an opinion of ̂ nd Counsel in form and substance satisfactory to Financial
Security that interest on the Bonds will continue to be excluded from gross income for federal income tax purposes
after such assignment and that such assigrunent or conveyance is permitted imder the laws of the State of Ĉ fomia;

(b) the 501(c)(3) corporation shall assume the obligations and duties of the Owner and the PAC under
the Loan Agreement and under the Mortgage Loan Documents to the extent of the interest conveyed or assigned
pursuant to documentation satisfactory to Financial Security;

(c) the 501(c)(3) corporation shall furnish or cause to be furnished to Financial Security, the Trustee
and the PAC a true and complete copy of such conveyance or assignment and an Opinion of Counsel in form and
substance satisfactory to Financial Security regarding the enforceability of such assigrunent or conveyance;

(d) the 501(c)(3) corporation shall be qualified and licensed, to the extent required by applicable law,
to own and operate the Project;

(e) the 501(c)(3) corporation is a single-purpose, bankruptcy remote entity whose organizational
structure and organizational documents are in form and substance acceptable to Financial Security in its discretion;

(f) the 501(c)(3) corporation shall furnish or cause to be furnished to Financial Security, the Trustee
and the PAC an Opinion of Counsel in form and substance satisfactory to Financial Security as to the 501(c)(3)
status of such corporation and other matters reasonably required by Financial Security;

(g) after taking the transfer into account, the Senior Debt Service Coverage Ratio for the Project
equals or exceeds 1.50X (i) after adjusting the Project's most recent audited annual NOI by 110% of any ongoing
ad valorem tax liability resulting from such proposed transfer of title and (ii) after adjusting Ae Project's most recent
audited gross Revenues to take into account any reduction in rents due to Section 52100 et seq., of the California
Health and Safety Code, or any other applicable law of the State of California then applicable to a nonprofit
corporation owning a mobilehome park fiaanced with bonds issued by CLGFA;

(h) no Trigger Event or Event of Default under the Indenture exists; and

(i) any requirements of the Insurance Agreement are satisfied.

Payment of Costs of issuance

The Owner is responsible, but solely from Bond proceeds and Revenues of the Project, for payment of all
Costs of Issuance with respect to the Bonds, and the Owner will not be entitled to any reimbursement therefor from
CLGFA, the Owner, the Trustee, Financial Security or the Holders of any of the Bonds, nor will the Owner be
entitled to any diminution in or postponement of the payments required to be paid by it under the Loan Agreement.

Capital Plan

Not later than May 1 of each year, commencing May 1, 1998, the Owner or the PAC on the Owner's
behalf shall prepare (or cause the Property Manager to prepare) and submit to the Controlling Party and the
Controlling Party's consulting engineer a proposed capital expenditure plan (the "Capital Plan") detailing the planned
capital expenditures for the Project for the ensuing three-fiscal-year period and estimating the required anniial
contribution to the Replacement Reserve Fund. The proposed Capital Plan shall be submitted to the Controlling
Party with a notice that failure of the Controlling Party to respond within 30 days constitutes approval of the plan
by the Controlling Party. The Controlling Party shall approve or require changes to such plan within 30 days of
its submission and shall advise the PAC in writing of any changes to be made therein. Failure of the Controlling
Party to approve or reqntre changes to such plan within 30 days of its submission shall be deemed to be approval
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of the Capital Plan. The Owner or the PAG on the Owner's behalf will make (or cause the Property Manager to
make) any changes, including an increase to the amount of required monthly contributions to the Replacement
Reserve Fund, required by the Controlling Party within five Business Days, and the PAC will provide copies of
the approved Capital Plan to the Trustee, the Property Manager and the Controlling Party within two Business Days
after receipt of approval from the Controlling Party. In no event shall the required monthly contribution to the
Replacement Reserve Fund be less than $130 per unit per year. If an increase is required in the required monthly
contribution to the Replacement Reserve Fund and the Owner wants to implement a capital pass-through charge to
cover such increased contribution, the Owner will notify residents by July 1 that the Owner is applying for a rent
increase, and such increased amount to the Replacement Reserve Fund shall commence on the earlier of (a)
implementation of the capital pass-through charge as described in the immediately succeeding sentence or (b) the
immediately following October 1.

During the last fiscal quarters of2007 and 2017, the Controlling Party's consulting engineer, at the expense
of the Owner, shall conduct a new 10-year physical needs reserve analysis with respect to the Project. Findings
of each such analysis shall be set forth in a written report (the "Physical Needs Report") delivered to the Controlling
Party, the PAC, CLGFA, the Trustee, the Owner and the Property Manager. The Owner and the Property Manager
shall prepare successive Capital Plans based upon the findings in the Physical Needs Report. All reasonable fees
of the Controlling Party's consulting engineer shall be an operating expense of the Project. If Financial Security
is not the Controlling Party, the functions imder this section need not be performed.

I n s u r a n c e

The Owner agrees to insure the Project as follows:

(a) insurance against loss or damage to infrastructure of the Project, including all structures, roads,
above-ground and undergroimd utilities damaged by "all perils" including earthquake, landslide and flood and the
so-called "difference in conditions" insurance; insurance against loss or damage to the Project by or from fire,
lightning, windstorm, explosion, riot, riot attending a strike, civil commotion, aircraft and vehicles, smoke and such
other hazards as are presently included in the so-called "fire and extended coverage" insurance; vandalism, malicious
mischief and such other hazards as are presently included in the so-called "all risks to physical loss" insurance;
damage to the infrastructure, including roads, structures, above-ground and imdergroimd utilities, from earthquakes,
floods or landslides in the so-called "all perils" insurance and such other insurable hazards, as, under good insurance
practices, from time to time are insured against for property having similar functions and uses in the area where
the Project is located, in an amoimt which shall not be less than the greater of (i) 100% of the "full replacement
cost" of the Project, without deduction for physical depreciation, or (ii) an amount sufficient to prevent the Trustee,
the Owner and the PAC from becoming co-insurers within the terms of the applicable policies; the term "full
replacement cost" shall mean the actual cost of replacing the Project, exclusive of the cost of the Land;

(b) comprehensive general liability insurance on an "occurrence basis" against claims for bodily injuiy,
death or property damage occurring on or about the Project and on or in the streets adjoining the same, to afford
protection in a "single limit" of not less than $8,000,000 in the event of bodily and personal injuiy to or death of
any number of persons or of damage to property arising out of one occurrence;

(c) policies of flood insurance in an amount which shall not be less than the amount available under
the National Flood Insurance Act of 1986, and, if available imder other policies issued by other sources, then in
such additional amounts as the Controlling Party may reasonably require or if there is no Controlling Party, as
determined by a qualified insurance consultant;

(d) business interruption insurance and insurance against loss of "rental value" for a period of 12
months, in such amoimts as are satisfactoiy to the Controlling Party or, if Financial Security is not the Controlling
Party, as determined by a qualified insurance consultant;

(e) such other insurance with respect to the Project in such amounts as may from time to time be
required by the Controlling Party or, if there is no Controlling Party, as determined by a qualified insurance
consultant against otherinsurable hazards or casualties which at the time a prudent lender would require with respect
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to other property similarly situated, due regard being given to the height and type of buildings and improvements,
their construction, location, use and occupancy; and

(f) an American Land Title Association policy of title insurance, or an endorsement to such policy,
at the time of and dated as of the date of deliveiy of the Bonds, in an amount not less than the aggregate principal
amount of the Bonds, payable to the Trustee, insuring the Owner's valid ownership interest in the site of the Project,
subject only to Permitted Encumbrances, issued by a title insurance company qualified to do business in the State
of California and acceptable to the Controlling Party.

If Financial Security is not the Controlling Party, the PAC shall annually on or before March 13 deliver to the
Trustee a certificate from a qualified insurance consultant to the effect that the insurance carried with respect to the
Project is of the type and amount that would be carried under prudent insurance practices for similar property having
simi lar funct ions and uses.

All policies of insurance shall be subject to the approval of the Controlling Party as to insurance companies,
amoimts, expiration dates, form and content and shall name the Trustee and Financial Security as additional insured
and loss payees as their interests may appear. Each insurance company providing policies of insurance shall have
a claims-paying ability of at least "A" by S&P or "A2" by Moody's Investors Service unless otherwise consented
to in writing by the Controlling Party. Each insurance policy issued shall provide by way of endorsements, riders
or otherwise that (i) the coverage of the Trustee shall not be terminated, reduĉ  or affected in any manner
regardless of any breach or violation by the Owner or the PAC of any warranties, declarations or conditions in such
policy; (ii) no such insurance policy shall be canceled, endorsed, altered or reissued to effect a change in coverage
for any reason and to any extent whatsoever unless such insurer shall have first given the Trustee and Financial
Security 30 days' prior written notice thereof; and (iii) the Trustee and Financial Security may, but shall not be
obligated to, make premium payments to prevent any cancellation, endorsement, alteration or reissuance, and such
payments shall be accepted by the insurer to prevent the same. The Trustee shall be furnished with the original (or
other evidence of the maintenance of) of each such initial policy coincident with the execution of the Loan
Agreement and the original (or other evidence of the maintenance of) of each renewal policy not less than 30 days
prior to the expiration of the initial or each immediately succeeding renewal policy, together with receipts or other
evidence that the premiums thereupon have been paid. Neither the Owner nor the PAC shall not take out separate
insurance with respect to the Project concurrent in form or contributing in the event of loss with that required by
the Loan Agreement unless the same shall contain a standard noncontributoiy lender's loss payable endorsement
in favor of and in scope and form satisfactory to the Controlling Party. In the event the rating assigned to the
claims-paying ability of any insurance provider under the Loan Agreement is reduced or below "A" or "A2," as
applicable, the PAC will, on the next renewal date, replace the insurance provider as soon as reasonably possible
with a provider having the required rating unless the Controlling Party shall otherwise consent in writing.

Notwithstanding the foregoing, the Owner may provide insurance coverage by causing inclusion of the
Project in a blanket or master insurance policy meeting the foregoing requirements with the prior written consent
of Financial Security.

All proceeds of the insurance carried pursuant to clauses (a), (c) and (e) above, proceeds of any Title
Insurance Policy obtained pursuant to clause (f) above and proceeds of any condemnation awards with respect to
the Project shall be paid immediately upon receipt by the Owner or other named insured parties to the Trustee for
deposit in the Revenue Fund to be applied as set forth in the Indenture. All proceeds of insurance carried pursuant
to clause (d) above shall be paid by the insurance company directly to the Trustee for deposit in the Revenue Fimd
to be applied as set forth in the Indenture.

Operation of Project

The Project shall be managed and operated by the Property Manager on behalf of the Owner pursuant to
and in accordance with the Management Agreement. Additionally, the PAC shall perform certain obligations with
respect to the Project on behalf of the Owner pursuant to and in accordance with the Delegation Agreement. The
PAC and the Owner shall comply with all applicable provisions of the Housing Law, the Redevelopment Law and
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the Pledge Agreement, and all applicable requirements of the Code, relating to the operation of the Project during
the term of the Loan Agreement.

Payment of Claims

The Owner shall pay and discharge any and all lawful claims for labor, materials or supplies which, if
impaid, might become a lien on the Trust Estate (as defined in the Indenture) or any part thereof or on any funds
in the hands of the Trustee which might impair the security for the Bonds, but the Owner shall not be required to
pay such claims if the validity thereof shall be contested in good faith and the Owner has received prior written
consent of Financial Security.

Events of Default

An "Event of Default" shall exist under the Loan Agreement if:

(a) any amount required to be paid or caused to be paid by the Owner under the Loan Agreement is
not paid on the date when due and payable, except amoimts due and payable in respect of the Subordinate Loan with
respect to which the provisions of (b) below shall govern;

(b) after the later of the date on which no Senior Debt remains outstanding and the date on which no
amounts are due and payable to Financial Security under the Indenture or the Insurance Agreement (the "Senior
Termination Date"), any amount required or scheduled to be paid in respect of the Subordinate Loan prior to the
Senior Termination Date remains unpaid or, if due after the Senior Termination Date, is not paid when due;

(c) the Owner or the PAG shall fail to perform or observe any covenant or agreement contained in
any of the Mortgage Loan Documents (other than a breach of a covenant which, in and of itself, constitutes a
Trigger Event or which is described in either (a) or (b) above), and such failure shall continue for a period of 30
days after written notice is given to the Owner or the PAG, as applicable, provided that, if such failure shall be of
a nature that it cannot be cured within 30 days, such failure shall not constitute an Event of Default under the Loan

^ Agreement if within such 30-day period, the Owner or the PAG as applicable, shall have given notice to the

Gontrolling Party of corrective action it proposes to take, which corrective action is agreed in writing by the
Gontrolling Party to be satisfactory and the Owner or the PAG shall thereafter pursue such corrective action
diligently until such default is cured;

(d) any "Event of Default" occurs under the Indenture, the Mortgage or the Insurance Agreement;
o r

(e) after the Senior Termination Date, any "Event of Default" occurs under the Pledge Agreement;

PROVIDED, however, that, notwithstanding any other provision of the Loan Agreement or the Notes, prior to the
Senior Termination Date, no Event of Default will exist for any reason or may be declared with respect to the
S u b o r d i n a t e L o a n .

Remedies; Waivers

Upon the occurrence of an Event of Default, the Trustee may, with the prior written consent of the
Gontrolling Party, and shall, at the written direction of the Gontrolling Party, subject to the provisions of the
Indenture,

(a) declare all or a portion of the amounts due under the Loan Agreement to be immediately due and
payable, and the date of payment thereof shall be as specified in the notice of acceleration; provided that any
amounts due and payable under the Loan Agreement with respect to the Subordinate Loan and the Subordinate
Bonds shall be accelerated only with the written consent of all of the Owners of Subordinate Bonds then
Outstanding; and
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(b) take whatever action at law or in equity as may appear necessaiy or desirable to collect the
amounts then due and thereafter to become due under the Loan Agreement or to enforce performance of any
obligation of the Owner or the PAC under the Loan Agreement.

The amounts due under the Loan Agreement with respect to the Senior Loan may be declared immediately
due and payable without any declaration of the Subordinate Loan to be immediately due and payable, which may
be declared immediately due and payable only as provided in clause (a) immediately above and only after the Senior
Termination Date unless Financial Security otherwise consents in writing in its sole discretion. Any acceleration
of amounts due under the Loan Agreement may be rescinded only with the prior written consent of the Controlling
Party and shall be at the direction of the Controlling Party; in such event tho parties shall be restored to the same
position as though no such Event of Default had occurred.

The Controlling Party shall have the right, to be exercised in its complete discretion, to waive any
covenant, default or Event of Default by a writing setting forth the terms, conditions and extent of such waiver
signed by the Controlling Party and delivered to the other parties thereto and to Financial Security (if it is not the
Controlling Party). Any such waiver may only be effected in writing duly executed by the Controlling Party, and
no other course of conduct shall constitute a waiver of any provision hereof. Unless such writing expressly provides
to the contrary, any waiver so granted shall extend only to the specific event or occurrence so waived and not to
any other similar event or occurrence which occurs subsequent to the date of such waiver.

As long as any Senior Debt remains Outstanding, no holder of the Subordinate Note or any Holder of a
Subordinate Bond will have any right to direct or consent to any action taken pursuant to this Article Vn other than
to consent to any acceleration of payments due under the Subordinate Note and Subordinate Bonds; and provided,
further, that the holder of the Subordinate Note acknowledges and agrees that the Controlling Party has no obligation
to consider the effects of any action taken on the holder of the Subordinate Note or the Holders of the Subordinate
B o n d s .

Discontinuance of Proceedings

In case any proceeding taken by the Trustee or the Controlling Party or their assigns on account of any
failure to perform under the Loan Agreement shall have been discontinued or determined adversely to CLGFA, the
Trustee or the Controlling Party or their assigns, then and in every case CLGFA, the Trustee and the Controlling
Party and their assigns shall be restored to their former positions and rights thereimder, respectively, and all rights,
remedies and powers of CLGFA, the Trustee and the Controlling Party and their assigns shall continue as though
no such procê ing had been taken.

R e m e d i e s C u m u l a t i v e

No remedy conferred upon or reserved to the Controlling Party or the Trustee by the Loan Agreement is
intended to.be exclusive of any other available remedy or remedies, but each and every such remedy shall be
cumulative and shall be in addition to every other remedy given under the Mortgage Loan Documents now or
hereafter existing at law or in equity. No delay or omission to exercise any right or power accruing upon any
failure to perform under the Loan Agreement shall impair any such right or power or shall be construed to be a
waiver thereof. To entitle the Controlling Party or the Trustee to exercise any remedy reserved to it in the Loan
Agreement, it shall not be necessaiy to give any notice other than as otherwise specified in the Loan Agreement.

Waiver of Defenses

The Owner, the PAC and any and all others who are now or may become liable for all or part of the
obligations of the Owner or the PAC under the Loan Agreement agree to be bound by the Loan Agreement and (a)
to the extent permitted by law, waive and renounce any and all redemption and exemption rights and the benefit
of all valuation and appraisement privileges against the indebtedness and obligations under the Loan Agreement or
by any extension or renewal thereof; (b) waive presentment and demand for payment, notices of nonpayment and
of dishonor, protest of dishonor and notice of protest; (c) waive all notices in connection with the delivery and
acceptance hereof and'Itt^ther notices in connection with the performance, default or enforcement of any payment
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under the Loan Agreement except as expressly required by the Loan Agreement; (d) waive all rights of abatement,
diminution, postponement or deduction, or to any defense other than payment, or to any right of setoff or
recoupment arising out of any breach under the Loan Agreement, by any party thereto or any beneficiaiy thereof,
or out of any obligation at any time owing by CLGFA, the Trustee or Financial Security to the Owner or the PAC;
(e) agree that its liabilities under the Loan Agreement shall be unconditional and without regard to any setoff,
counterclaim or the liability of any person for the payment thereof; (f) agree that any consent, waiver or forbearance
under the Loan Agreement with respect to an event shall operate only for such event and not for any subsequent
event; (g) consent to any and all extensions of time that may be granted by CLGFA, the Trustee or the Controlling
Party with respect to any payment imder the Loan Agreement or other provisions hereof and to the release of any
security at any time given for any payment under the Loan Agreement, or any part thereof, with or without
substitution, and to the release of any person or entity liable for any such payment; and (h) consent to the addition
of any and all other makers, endorsers, guarantors and other obligors for any payment under the Loan Agreement,
and to the acceptance of any and all other security for any payment thereunder, and agree that the addition of any
such obligors or security shall not affect the liability of the parties thereto for any payment thereunder. Nothing
therein shall be construed as prohibiting the Owner or the PAC from pursuing any rights or remedies it may have
against any person in a separate legal proceeding.

The Owner and the PAC hereby waive as a defense to the performance of any obligation thereunder the
existence of any claim, setoff, defense, reduction, abatement or other right which any of the parties thereto may
have at any time against Financial Security or any other person.

Amendment of Loan Agreement, Notes and Mortgage

With the prior written consent of the Controlling Party, CLGFA, the Owner, the PAC and the Trustee may,
without the consent of the Holders of the Bonds, consent to any amendment, change or modification of the Loan
Agreement, the Notes and the Mortgage as may be required (a) for the purpose of curing any ambiguity or formal
defect or omission or (b) in connection with any other change therein if CLGFA, Financial Security, the Owner,
the PAC and the Trustee receive an opinion of l̂ nd Counsel acceptable to the Controlling Party, to the effect that
such amendment will not impair the exclusion of interest on the Bonds from gross income for federal income tax
purposes and which, in the judgment of the Trustee, does not materially adversely affect the interests of the Holders
of the Bonds which may be evidenced to the Trustee by an Opinion of Counsel. Except as provided in the
preceding sentence, any other amendment, change or modification of the Loan Agreement, the Notes or the
Mortgage shall be governed by the provisions of the Indenture.

No act or course of dealing shall be deemed to constitute an amendment, modification or termination
t h e r e o f .

T H E F L E D G E A G R E E M E N T

DEEXNIT IONS

The following are definitions of certain terms contained in the Pledge Agreement.

Affordable Space Rent"" shall have the same meaning as "affordable housing cost" as set forth in Section
50052.5 or Section 50053 of the California Health and Safety Code, as determined pursuant to the form of
Determination Letter attached to the Pledge Agreement from time to time by the Agency, or by the Owner with the
approval of the Agency, to be applicable to Very Low Income Spaces, Lower Income Spaces and Moderate Income
Spaces rented to Veiy Low Income Residents, Lower Income Residents and Moderate Income Residents,
respectively.

Agency" means the Redevelopment Agency of the City of Novato, a public body corporate and politic duly
organized and existing under the laws of the State of California.
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Agency Fiscal Year'' means any twelve-month period extending from July 1 in one calendar year to
June 30 of the succeeding calendar year, both inclusive, or any other twelve-month period hereinafter selected and
designated, with prior written notice to Financial Security, by the Agency as its official fiscal year period.

"Area" means die San Francisco Primary Metropolitan Statistical Area or, with respect to the provisions
of Article V thereof, the geographic area, which includes the City of Novato, designated from time to time by the
United States Department of Housing and Urban Development ("U.S. HUD") or the California Department of
Housing and Community Development ("State HCD").

"Average Annual Debt Service" means average annual debt service on the Subordinate Bonds (calculated
on a Bond Year).

"Calendar Year" means the twelve-month period extending from Januaiy 1 in one calendar year to
December 31 of the same calendar year, both inclusive.

"Consumer Price Index" means the Consumer Price Index for al l urban consumers in the San
Francisco/Oakland area published by the Bureau of Labor Statistics.

"Housing Fund" means the Agency's Low and Moderate Income Housing Fund established and maintained
by the Agency pursuant to Sections 33334.2 and 33334.3, as applicable, of the Redevelopment Law.

"Housing Set-Aside Revenues" means moneys allocated to the Agency derived from that portion of taxes
levied upon assessable property within the Project Area allocated to the Agency pursuant to Article 6 of Chapter
6 of the Redevelopment Law and Section 16 of Article XVI of the Constitution of the State of California (including
all payments and reimbursements, if any, to the Agency specifically attributable to ad valorem taxes lost by reason
of tax exemptions and tax rate limitations) and required by Section 33334.2 of the Redevelopment Law to be placed
in the Housing Fund for use in preserving, increasing and improving the supply of low and moderate income
housing that benefits the City.

"Income" means the income of a person (together with the income of all persons who reside or intend to
reside with such person in one mobile home) calculated in accordance with the definition of "income" as set forth
in Section 50093 of the California Health and Safety Code.

"Income Certification" means a Verification of Income in the form attached to the Pledge Agreement or
in such other form as may from time to time be provided by the Agency to the PAC.

"Indemnification Agreement" means the Indemnification Agreement dated as of March 1, 1997, by and
among the Agency, the Owner and CLGFA.

"Independent Financial Consultant" means an independent certified public accoimtant experienced in
municipal financial affairs and tax-exempt financing by public entities, who is selected and engaged by the Agency
in its sole discretion, and (a) is in fact independent and not under domination of the Agency, the Owner or the City;
(b) does not have any substantial interest, direct or indirect, with the Agency, the Owner or the City; and (c) is not
connected with the Agency, the Owner or the City as an officer or employee of the Agency, the Owner or the City,
but who may be regularly retained to make reports to the Agency, the Owner or the City.

"Lower Income Resident" means a resident whose Income does not exceed 80% of median gross income
for the Area with adjustments for family size. The determination of a resident's status as a Lower Income Resident
shall be made initially by the PAC on or prior to the Closing Date and thereafter by the PAC or the Owner upon
initial occupancy of a Unit in the Project by such Resident, and annually after the Closing Date or the initial
occupancy of such Unit, as the case may be, and at any time the PAC or the Owner has knowledge that the number
of occupants in that Unit has increased, on the basis of an Income Certification executed by the resident.

"Lower Income Spaces" means the mobilehome spaces in the Project required to be rented to, or held
available for occupanc^^y. Lower Income Residents pursuant to the Pledge Agreement.
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''Moderate Income Resident" means a resident whose Income does not exceed 120% of median gross
income for the Area with adjustments for family size. The determination of a resident's status as a Moderate
Income Resident shall be made initially by the PAC on or prior to the Closing Date, and thereafter by the PAG or
the Owner upon initial occupancy of a Unit in the Project by such Resident, and annually after the Closing Date
or the initial occupancy of such Unit, as the case may be, and at any time the PAC or the Owner has knowledge
that the number of occupants in that Unit has increased, on the basis of an Income Certification executed by the
res iden t .

"Moderate Income Spaces" means the mobile home spaces in the Project required to be rented to, or held
available for occupancy by. Moderate Income Residents pursuant to the Pledge Agreement.

"NOIfor Pledge Agreement" means the gross rents for the Project for the most recently completed Fiscal
Year for which audited financial statements are available less the amounts set forth in first through twentieth under
Section 5.03(b) of the Indenture.

"Pledge" means the pledge of Pledged Tax Revenues pursuant to the Pledge Agreement.

"Pledged Tax Revenues" means for each Agency Fiscal Year, commencing with the Agency Fiscal Year
from July 1, 1997, to June 30, 1998, the first Housing Set-Aside Revenues in an amount equal to the Pledge
Amount for such Agency Fiscal Year.

"Project Area" means the Novato Redevelopment Project Area of the Agency which is subject to the
Redevelopment Plan for the Novato Redevelopment Project adopted by the City Council on November 29, 1989,
by Ordinance No. 1040.

"Project Fiscal Year" means the twelve-month period commencing July 1 and ending on June 30 of the
succeeding cdendar year, or any other twelve-month period selected and designated by the PAC, with prior written
consent of Financial Security, as the official fiscal year period for the Project.

"Project Period" means the period extending from the Closing Date to the later of (a) payment in full of
all obligations owed to the Agency under the Pledge Agreement, (b) the release and termination of the Agency's
indemnification obligations under the Indemnification Agreement, (c) the Termination Date and (d) March 31, 2012;
provided that the certain provisions of the Pledge Agreement with regard to Very Low, Lower and Moderate Income
Residents remain in e f fec t .

"Redevelopment Agency Counsel" means a firm of attorneys at law recognized as experienced in matters
pertaining to Redevelopment Law.

"Rent Adjustment Ordinance" means Ordinance No. 1341 adopted on Februaiy 22, 1996, by the City
Council of the City of Novato, as amended from time to time.

"Unit" means a mobile home located upon a space within the Project.

" Very Low Income Resident" means a resident whose Income does not exceed 50% of median gross income
for the Area with adjustments for family size. The determination of a resident's status as a Veiy Low Income
Resident shall be made initially by the PAC on or prior to the Closing Date and thereafter by the PAC or the Owner
upon initial occupancy of a Unit in the Project by such Resident, and annually after the Closing Date or the initial
occupancy of such Unit, as the case may be, and at any time the PAC or the Owner has knowledge that the number
of occupants in that Unit has increased, on the basis of an Income Certification executed by the resident.

"Very Low Income Spaces" means the mobile home spaces in the Project required to be rented to, or held
available for occupancy by, Veiy Low Income Residents pursuant to the Pledge Agreement.
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The following is a summary of certain provisions of the Pledge Agreement. Such summaiy is only a brief
description of limited provisions of such document and is qualified in its entirety to the full text of the Pledge
Agreement.

Term of Agreement

The Pledge Agreement shall take effect upon the Closing Date and shall terminate upon the end of the
Project Period.

Housing Assistance Hedge Obligation of Agency

In consideration of the Owner's acquisition of the Project and its agreement under the Pledge Agreement
to provide a portion of the land and mobile home spaces and the Units thereon to Veiy Low Income Residents,
Lower Income Residents and Moderate Income Residents during the Project Period as set forth in the Pledge
Agreement, and the issuance of the Subordinate Bonds to partially finance such acquisition, the Agency
imconditionally and irrevocably pledges and assigns the Pledged Tax Revenues to the Trustee for the timely payment
of principal of and interest on the Subordinate Bonds, but only to the extent expressly provided in the Pledge
Agreement. Pursuant to the Indenture, the Trustee accepts such pledge and, pursuant to the Indenture, shall apply
the proceeds of the Subordinate Bonds in the manner set forth in the Indenture to enable the Owner to underlie
the acquisition of the Project. In addition, on the Closing Date, $130,000 of the proceeds of the Subordinate Bonds
shall be deposited into the Subordinate Pledged Funds Accoimt held by the Trustee. Payments of the Pledged Tax
Revenues to the Trustee shall be payable as set forth in the Pledge Agreement.

Assignment to Trustee

All of the amounts payable by the Agency under the Pledge Agreement are hereby pledged and assigned
to the Trustee. The Agency hereby consents to such assignment and agrees to pay all amounts payable under the
Pledge Agreement, when due, in immediately available funds, directly to the Trustee at its principal corporate trust
office in San Francisco, California.

Payment of Pledged Tax Revenues

Transfer of Pledged Tax Revenues. By 2:00 p.m., Pacific time, on or before the August 15 or
Februaiy 15, as applicable, immediately preceding each Interest Payment Date commencing on Februaiy 15, 1998
(or the first Business Day thereafter if such day is not a Business Day), the Agency shall deliver an amount of
Pledged Tax Revenues in immediately available funds to the Trustee in such amoimt as identified in the notice sent
by the Trustee to the Agency to cause the amount on deposit in the Subordinate Pledged Funds Account to equal
the Pledge Amount; provided, however, that the Agency shall not be obligated to transfer to the Trustee more flian
the Pledge Amount during any Bond Year.

Excess Earnings in Subordinate Pledged Funds Account, Amounts on deposit in the Subordinate Pledged
Funds Account in excess of the Pledge Amount attributable to investment earnings, including interest earnings, shall
be applied by the Trustee to the Subordinate Bonds Interest Account in the Bond Fund held by the Trustee under
the Indenture on the day prior to the Trustee giving written notice to the Agency, the Owner, the PAC and the
Controlling Party pursuant to the Indenture.

Release of Pledge and Amounts on Deposit in Subordinate Pledged Funds Account. The Agency's
obligations under Articles H, HI and IV of the Pledge Agreement, including the Pledge of the Pledged Tax
Revenues, shall terminate and no longer be in force and effect upon the date (the "Termination Date") of the earliest
to occur of the following events: (a) no Subordinate Bonds remain Outstanding under the Indenture, and (b)
November 29, 2023.

On each Interest Payment Date after payment in full of the principal of and interest on any Subordinate
Bonds scheduled for payment on such date, all amoimts on deposit in the Subordinate Pledged Funds Accoimt in
excess of the Pledge AHEunt (other than investment earnings) shall be deposited into the Subordinate Debt Service

A - 4 4



Reserve Fund to the extent the amount then on deposit therein is less than the Subordinate Reserve Requirement,
and the remainder of such excess shall be applied as follows: (i) on or prior to April 1, 2009, 60% of such excess
shall be deposited into the Subordinate Cashtrap Account and the remaining 40% shall be transferred to the Agency
and (ii) after April 1, 2009, all such excess amounts shall be transferred to the Agency.

All amounts on deposit in the Subordinate Pledged Funds Account on the Termination Date shall be applied
by the Trustee (i) first, to pay principal of and interest on any Subordinate Bonds then Outstanding, (ii) second, to
reimburse the Agency for all unreimbursed amounts deposited by the Agency into the Subordinate Pledged Funds
Account, together with interest thereon as calculated in accordance with the Pledge Agreement and (iii) third, (A)
if the Pledge is terminated on or prior to April 1, 2009, 60% of the amount in the Subordinate Pledged Funds
Account shall be applied to the cost of capital improvements for the Project and the remaining fimds shall be
transferred to the Agency and (B) if the Pledge is terminated after April 1, 2009, then all amounts then on deposit
in the Subordinate Pledged Funds Account shall be transferred by the Trustee to the Agency. The Agency covenants
and agrees to spend all amounts received pursuant to this section on capital expenditures (i) for which the proceeds
of bonds the interest on which is excluded from gross income for federal income tax purposes may be expended,
(ii) for the purpose of increasing, improving and preserving the City's supply of low- and moderate-income housing
pursuant to Health and Safety Code Section 33334.2 unless the Agency receives an opinion of Agency counsel that
another use is permitted pursuant to the laws of the State of California, and (iii) to otherwise comply with the
provisions of the tax certificate delivered by the Owner at the time of issuance of the Bonds, unless the Agency
receives an opinion of nationally recognized bond counsel to the effect that the Agency's use of such amounts for
another purpose will not cause the interest on the Subordinate Bonds to become includable in the gross income of
t h e o w n e r s t h e r e o f f o r f e d e r a l i n c o m e t a x p u r p o s e s . '

Obligations Absolute

The obligations of the Agency under the Pledge Agreement shall be absolute, and shall be paid or
performed strictly in accordance with the Pledge Agreement under all circumstances irrespective of: (a) any lack
of validity or enforceability of, or any amendment or other modifications of, or waiver wii respect to, the Pledge
Agreement or the Indenture or any Mortgage Loan Document; (b) any exchange or release of any other obligations
thereunder; (c) the existence of any claim, set-off, defense reduction, abatement or other right which the Agency
may have at any time against the Owner, CLGFA, the PAC, any Subordinate Bondholder or the Trustee; (d) any
breach by the Agency of any representation, warranty or covenant contained in the Pledge Agreement; (e) any
foreclosure under the Mortgage (as defined in the Indenture) or the pursuit of any remedies under the Indenture or
any Mortgage Loan Document or (f) any other circumstances, other than payment in full, which might constitute
a defense available to, or discharge of, the Agency with respect to the Pledge Agreement.

I n d e m n i fi c a t i o n

To the extent permitted by law, the Agency shall and hereby agrees to indemnify and save CLGFA and
the Owner and its officers, agents, employees, successors and assigns harmless from and against all claims, losses
and damages, including legal fees and expenses, arising out of any breach or default on the part of the Agency in
the performance of any of its obligations under the Pledge Agreement but only to the extent of Pledged Tax
Revenues. No indemnification is made under this section or elsewhere in the Pledge Agreement for willful
misconduct or gross negligence under the Pledge Agreement by the Owner, the PAC, CLGFA or the Trustee, or
any of their officers, agents, employees, successors or assigns.

R e m e d i e s

Whenever any breach or default under the Pledge Agreement shall have happened and be continuing,
CLGFA and the Owner may exercise, with the consent of the Owners of a majority of the Subordinate Bonds then
Outstanding, and upon the written direction of the Trustee or the owners of a majority of the Subordinate Bonds
then Outstanding, the Owner shall exercise at no expense of the Trust Estate any and all remedies available at law
or in equity or granted pursuant to the Pledge Agreement; provided, however, that notwithstanding anything therein
or in the Indenture to the contraiy, there shall be no right under any circumstances to accelerate payment of Pledged
Tax Revenues or othefWtee declare any payment of Pledged Tax Revenues not then in default immediately due and
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payable. The Trustee and the owners of a majority of the Subordinate Bonds then Outstanding shall have the right
to consent to or direct all actions taken against the Agency pursuant to the Pledge Agreement. The Trustee shall
give notice of any default or breach to the Subordinate Bondholders as soon as practicable following the occurrence
of such default or breach. The party in default or breach shall pay upon demand all of the fees and expenses paid
or incurred by the Trustee or the Subordinate Bondholders in enforcing the provisions of the Pledge Agreement.

Repayment of Obligation to Agency

All amounts paid by the Agency under the Pledge Agreement for deposit into the Subordinate Pledged
Funds Accoimt and not previously repaid to the Agency shall bear interest from the date such amount is paid by
the Agency to, but not including, the date of repayment at an interest rate of 7.50% per annum and shall be
calculated on the basis of a 360-day year of twelve 30-day months. All such amoimts owed to the Agency shall be
paid, except as otherwise expressly provided in the Pledge Agreement, from Revenues in the priority set forth in
Section 5.03(b) of the Indenture and any other funds made available therefor thereimder. Notwithstanding the
termination of the Pledge and the other obligations of the Agency under the Pledge Agreement pursuant to the terms
of the Pledge Agreement, the provisions thereunder with respect to the repayment obligations owed to the Agency
as set forth in the Pledge Agreement and the agreement to raise rents as set forth therein, shall continue and be in
full force and effect until all obligations owed to the Agency thereunder are repaid in full.

Very Low, Lower and Moderate
I n c o m e R e s i d e n t R e s t r i c t i o n s

The PAC and the Owner represent, warrant and covenant as follows:

(a) Commencing on the Closing Date (except as provided in paragraph (b) below), during the Project
Period (subject to the extension as provided in paragraph (n) below) no less than 20 of the total number of spaces
of the Project shall at all times be rented to and occupied by Veiy Low Income Residents at rents not to exceed
Affordable Space Rent. For the purposes of this paragraph (a), a vacant space which was most recently occupied
by a Veiy Low Income Resident is treated as rented and occupied by a Very Low Income Resident until reoccupied,
other than for a temporary period of not more than 31 days, at which time the character of such Unit shall be
r e d e t e r m i n e d .

(b) Commencing on the next Interest Payment Date (the "Commencement Date") after a transfer of
Pledged Tax Revenues or an indemnification payment made imder the provisions of the Indemnification Agreement
which equals or exceeds, when added to prior unreimbursed transfers of Pledged Tax Revenues or indemnification
payments, a total aggregate amount outstanding at any one time of $150,000 (the "Increased Restriction Event"),
Very Low Income Residents shall occupy at least 33 spaces in the Project (excluding spaces occupied by property
managers) subject to the maintenance of a 1.50x Senior Debt Service Coverage Ratio (the "Required Coverage
Amount"), before any additional spaces are occupied by persons who are not Very Low Income Residents; and imtil
the first Interest Payment Date afer the Increased Restriction Event ceases to exist (but subject to the Required
Coverage Amount), no less than 33 of the total number of spaces of the Project shall at all times be rented to and
occupied by Veiy Low Income Residents at rents not to exceed Affordable Space Rent. For the purposes of this
paragraph (b), a vacant space which was most recently occupied by a Veiy Low Income Resident is treated as rented
and occupied by a Veiy Low Income Resident imtil reoccupied, other than for a temporary period of not more than
31 days, at which time the character of such Unit shall be redetermined.

For purposes of this paragraph (b), and paragraphs (d) and (f) below, the determination of whether the
Required Coverage Amount is maintained shall be as follows:

(i) On the Commencement Date, the Required Coverage Amount must have been maintained
for the immediately preceding six-month period, and, if it has not been maintained no Increased Restriction
Event will be deemed to have occurred until the Interest Payment Date (the "Effective Date") on which
the Senior Debt Service Coverage Ratio for the immediately preceding six-month period was at least 1.50x.
In such event, none of the requirements to increase the number of spaces required to be rented to Veiy
Low Income-Residents, Lower Income Residents or Moderate Income Residents (collectively, the
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"Increased Restrictions") pursuant to this paragraph (b), and paragraphs (d) and (f) below shall be in effect
until the Effective Date, if any (subject to (ii) below).

(ii) If the Required Coverage Amount was maintained for the six-month period preceding the
Commencement Date or, as applicable, an Effective Date, prior to leasing any additional space pursuant
to any of the Increased Restrictions, the Required Coverage Amount, calculated as' if the rent paid pursuant
to such lease was no greater than the applicable Affordable Space Rent, must be maintained for the
immediately preceding month.

(c) Commencing on the Closing Date (except as provided in paragraph (d) below), during the Project
Period (subject to the extension as provided in paragraph (n) below) no less than 20 of the total number of spaces
of the Project shall at all times be rented to and occupied by Lower Income Residents at rents not to exceed
Affordable Space Rent. For the purposes of this paragraph (c), a vacant space which was most recently occupied
by a Lower Licome Resident is treated as rented and occupied by a Lower Income Resident until reoccupied, other
than for a temporaiy period of not more than 31 days, at which time the character of such Unit shall be
r e d e t e r m i n e d .

(d) Commencing on the next Commencement Date, Lower Income Residents shall occupy at least 32
spaces in the Project (excluding spaces occupied by property managers) subject to the Required Coverage Amount
and paragraph (b) above, before any additional spaces are occupied by persons who are not Lower Income
Residents; and until the next Interest Payment Date after the Increased Restriction Event ceases to exist, but subject
to the Required Coverage Amount and paragraph (b) above, no less than 32 of the total number of spaces of the
Project shall at all times be rented to and occupied by Lower Income Residents at rents not to exceed Aifordable
Space Rent. For the purposes of this paragraph (d), a vacant space which was most recently occupied by a Lower
Income Resident is treated as rented and occupied by a Lower Income Resident until reoccupied, other than for a
temporaiy period of not more than 31 days, at which time the character of such Unit shall be redetermined.

(e) Commencing on the Closing Date (except as provided in paragraph (f) below), during the Project
Period (subject to the extension as provided in paragraph (n) below) no less than 40 of the total number of spaces
of the Project shall at all times be rented to and occupied by Moderate Income Residents at rents not to exceed
Affordable Space Rent. For the purposes of this paragraph (e), a vacant space which was most recently occupied
by a Moderate Income Resident is treated as rented and occupied by a Moderate Income Resident until reoccupied,
other than for a temporaiy period of not more than 31 days, at which time the character of such Unit shall be
r e d e t e r m i n e d .

(f) Commencing on the Commencement Date, Moderate Income Residents shall occupy at least 65 spaces
in the Project (excluding spaces occupied by property managers) subject to the Required Coverage Amount and
paragraph (b) above, before any additional spaces are occupied by persons who are not Moderate Income Residents;
and until the next Interest Payment Date after the Increased Restriction Event ceases to exist, but subject to the
Required Coverage Amount and paragraph (b) above, no less than 65 of the total number of spaces of the Project
shall at all times be rented to and occupied by Moderate Income Residents at rents not to excê  Affordable Space
Rent. For the purposes of this paragraph (f), a vacant space which was most recently occupied by a Moderate
Income Resident is treated as rented and occupied by a Moderate Income Resident until reoccupied, other than for
a temporary period of not more than 31 days, at wldch time the character of such Unit shall be redetermined.

(g) No resident qualifying as a Very Low, Lower or Moderate Income Resident shall be denied
continued occupancy of a space in the Project because, after admission, such resident's Income increases to exceed
the qualifying limit for Very Low Income Residents, Lower Income Residents or Moderate Income Residents, as
the case may be; provided, however, that should a Very Low Income Resident's, Lower Income Resident's or
Moderate Income Resident's Income, as of the most recent determination thereof, exceed 140% of the then
applicable income limit for a Very Low, Lower or Moderate Income Resident of the same family size, if the PAC
or the Owner is unable to qualify an existing resident as a Very Low Income Resident, Lower Income Resident or
Moderate Income Resident, as the case may be, in order to replace such resident, the next available space of
comparable or smaller size must be rented to (or held vacant and available for immediate occupancy by) a Veiy
Low Income ResidentTtower Income Resident or Moderate Income Resident, as the case may be; and provided
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further that, until such next available space is rented to a resident who is a Veiy Low Income Resident, Lower
Income Resident or Moderate Income Resident, the former Veiy Low Income Resident, Lower Income Resident
or Moderate Income Resident who has ceased to qualify as such shall be deemed to continue to be a Veiy Low
Income Resident, Lower Income Resident or Moderate Income Resident for purposes of the requirements of
paragraphs (a) through (f) above.

(h) The PAC or the Owner will obtain, complete, and maintain on file Income Certifications as set
forth in Exhibit C thereto from each Veiy Low Income Resident, Lower Income Resident and Moderate Income
Resident, including (i) an Income Certification dated immediately prior to the initial occupancy of such Veiy Low
Income Resident, Lower Income Resident or Moderate Income Resident in the Project and, in the case of residents
residing in the Project as of the Closing Date, dated immediately prior to the disbursement of Bond proceeds to fund
acquisition of the Project and (ii) thereafter, annual Income Certifications dated as of the anniversary date of each
initial Income Certification together with, in the case of (i) and (ii), a certification that the space rent for such Veiy
Low, Lower and Moderate Income Resident does not excê  the Affordable Space Rent applicable to such Resident.
The PAC will obtain such additional information as may be required in the future by the State of California, and
by the Agency, or in such other form and manner as may be required by applicable rules, rulings, policies,
procedures, or other official statements now or hereafter promulgated, proposed or made which are applicable to
the Project. A copy of the most recent Income Certification for Veiy Low Income Residents, Lower Income
Residents and Moderate Income Residents commencing or continuing occupation of a Veiy Low Income Space,
Lower Income Space or Moderate Income Space, as the case may be (and not previously filed with the Agency),
shall be attached to the Certificate of Continuing Program Compliance which is to be filed with the Agency, no later
than the fifteenth day of the first month of each calendar quarter imtil the end of the Project Period. The PAC or
the Owner shall make a good faith effort to verify that &e income information provided by an applicant in an
Income Certification is accurate by obtaining documentation that the Agency shall deem relevant, such as the two
most recent years' tax returns or other forms of independent verification satisfactoiy to the Agency.

(i) The PAC or the Owner will prepare and submit to the Agency no later than the fifteenth day of
the first month of each calendar quarter until the end of the Project Period, a Certificate of Continuing Program
Compliance executed by the PAC or the Owner stating (i) the number of the spaces of the Project which were
occupied or deemed occupied, pursuant to paragraphs (a) and (b) above, by Veiy Low Income Residents at rents
not exceeding the applicable Affordable Space Rent during such period; (ii) the number of the spaces of the Project
which were occupied or deemed occupied, pursuant to paragraphs (c) and (d) above, by Lower Income Residents
at rents not exceeding the applicable Affordable Space Rent during such period; (iii) the number of the spaces of
the Project which were occupied or deemed occupied, pursuant to paragraphs (e) and (f) above, by Moderate Income
Residents at rents not exceeding the applicable Affordable Space Rent during such period; and (iv) that either (A) no
unremedied default has occurred under the Pledge Agreement by the PAC, or (B) a default has occurred, in which
event the certificate shall describe the nature of the default in detail and set forth the measures being taken by the
PAC or the Owner to remedy such default.

(j) Each lease or rental agreement pertaining to a Low Income Space, Lower Income Space or
Moderate Income Space shall contain a provision to the effect that the PAC and the Owner have relied on the
income certification and supporting information supplied by the Veiy Low Income Resident, Lower Income Resident
or Moderate Income Resident in determining qualification for occupancy of the Veiy Low Income Space, Lower
Income Space or Moderate Income Space, as applicable, that qualifying as a Veiy Low Income Resident, Lower
Income Resident or Moderate Income Resident may adversely affect the price that such resident may sell its
mobilehome in the future, and that any material misstatement in such certification (whether or not intentional) will
be cause for immediate termination of such lease or rental agreement. Each such lease or rental agreement shall
also provide that the resident's income is subject to annual certification in accordance with the Pledge Agreement
and to recertification if the number of occupants in the spaces changes for any reason.

(k) The PAC will maintain, or cause the property manager for the Project to maintain, complete and
accurate records pertaining to the Veiy Low Income Spaces, Moderate Income Spaces and Lower Income Spaces,
and will with reasonable notice permit any duly authorized representative of the Agency and Financial Security to
inspect the books and records of the PAC pertaining to the Project, including those records pertaining to the
occupancy of the Very Low Income Spaces, Lower Income Spaces and Moderate Income Spaces.
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(1) Notwithstanding any provision in the Pledge Agreement to the contrary, these requirements (and
the Agency's Determination Letter) may be modified from time to time, as deemed necessary by the Agency in its
sole discretion, to comply, to the extent necessary to keep the Project or the Agency from violating applicable law,
with any changes in federal or State law or regulations, the requirements or determinations of any federal or State
agency, the conditions of any loans or grants from any federal or State agency, or any judgment or order by a court
of competent jurisdiction; provided that an opinion of Redevelopment Agency Counsel acceptable to Financial
Security (which acceptance shall not be unreasonably withheld) in form and substance satisfactory to Financial
Security that such change is so required by law or else the Project or the Agency will be in violation thereof, and
that such change will not affect the tax-exempt status of the interest on the Bonds, is delivered to Financial Security
prior to such change taking effect.

(m) Nothing in the Pledge Agreement shall require that a mobilehome with a mortgage be deemed a
restricted unit if other units within the Project without mortgages would qualify for the same income and affordable
space rent restrictions.

(n) To the extent the Senior Debt Service Coverage Ratio falls below 1.50X after the occurrence of
an Increased Restriction Event, the provisions regarding the increased restrictions for Moderate Income Spaces shall
be suspended to the extent necessary to permit the Senior Debt Service Coverage Ratio to meet or exceed 1.50X.
To the extent the Senior Debt Service Coverage Ratio remains below 1.50X after such increased restrictions on the
Moderate Income Spaces have been suspended, the provisions regarding the increased restrictions for Lower Income
Spaces shall be suspended to the extent necessary to permit the Senior Debt Service Coverage Ratio to meet or
exceed 1.50X. To the extent the Senior Debt Service Coverage Ratio remains below 1.50X after such increased
restrictions on the Moderate Income Spaces and Lower Income Spaces have been suspended, the provisions
regarding the increased restrictions for Very Low Income Spaces shall be suspended to the extent necessary to
permit the Senior Debt Service Coverage Ratio to meet or exceed 1.50X. Once the Senior Debt Service Coverage
Ratio meets or exceeds 1.50X, the increased restrictions shall become effective again first, as applicable, to Very
Low Income Spaces, then to Lower Income Spaces and then to Moderate Income Spaces to the extent such increased
restrictions do not cause the Senior Debt Service Coverage Ratio to fall below 1.50X. Any suspension of the
increased restrictions shall automatically result in a corresponding extension of the period of time such restrictions
are to otherwise remain in effect under the Pledge Agreement.

Termination of Restricted Units Requirements

The terms of the Pledge Agreement to the contrary notwithstanding, the requirements set forth therein
regarding restricted units shall terminate and be of no further force and effect in the event of involuntarily
noncompliance with the provisions of the Pledge Agreement caused by fire, seizure, requisition, foreclosure or
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 Agency from enforcing the provisions thereof, or condemnation or a similar event,
but only if, within a reasonable period thereafter, the Bonds are retired in fiill; provided, however, that if the
Agency is presented with sufficient evidence to its reasonable satisfaction that after reasonable efforts by the
foreclosing party to do so, the Project cannot be sold to a bona fide purchaser for an amount sufficient to pay the
Senior Bonds in full, related fees and expenses and all amounts due and payable to Financial Security under the
Indenture or the Insurance Agreement because of the imposition of the Increased Restrictions under the Pledge
Agreement after an Increased Restriction Event, the Increased Restrictions under the Pledge Agreement will
terminate if the purchaser of the Project agrees in writing to the reasonable satisfaction of the Agency (not to be
unreasonably withheld) that: (i) the restrictions under the Pledge Agreement will remain in effect and be enforced
in compliance with the Pledge Agreement; and (ii) the provisions of the Pledge Agreement providing for repayment
of the obligations of the Agency, will remain in effect according to their terms. The Agency has made the findings
required by law to subordinate its rights under the Pledge Agreement to the Bonds, including, without limitation,
the maintenance of the Required Coverage Amount during an Increased Restriction Event.

Annual Budget Approval

On or before each May 1 commencing May 1, 1998, the PAG shall submit or cause the property manager
for the Project to submit to the Agency a proposed budget (the "Budget") of monthly operating expenses to be
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incurred in connection with the operation of the Project for the succeeding Fiscal Year. The Budget shall
demonstrate to the satisfaction of the Agency in its sole discretion that for the Fiscal Year in question: (1) no
payments will be required by the Agency imder Section 3.01 of the Pledge Agreement; (2) any repayments due the
Agency under Sections 3.03 and 3.04 of the Pledge Agreement, together with any interest, will be made in a timely
manner; and (3) a l.SOx Senior Debt Service Coverage Ratio will be maintained at all times during the Fiscal Year.
Within 30 calendar days of the receipt of the proposed Budget, the Agency shall submit comments or questions
concerning the Budget, if any, to the PAG to which the PAG shall respond in writing within five Business Days
of receipt. Representatives of the PAG shall meet with the Agency, its staff or its representative(s) as necessaiy
in order to clarify Budget items and/or discuss questions raised by the Agency. Provided that a proposed Budget
is submitted to the Agency together with a certificate stating that the Agency shall have 30 days after receipt to give
comments on the Budget or it shall be assumed to be approved by the Agency, such Budget shall be assumed to be
approved by the Agency after 30 days unless the Agency gives written notice otherwise to the PAG within 30 days
of receipt of the proposed Budget.

Sale or Transfer of the Project

The Owner and the PAG hereby covenant and agree not to voluntarily (which term shall not be interpreted
to include the granting by the Owner or PAG of a deed-in-lieu of foreclosure for the Senior Bonds) sell, transfer
or otherwise dispose of the Project, or any portion thereof (other than for individual resident use as contemplated
under the Pledge Agreement), or enter into any agreement to sell, transfer or dispose of the Project, without
obtaining the prior written consent of the Agency which consent shall not be unreasonably withheld by the Agency
and shall be given by the Agency only if (a) the purchaser or assignees shall certify that the continued operation
of the Project shall comply with the provisions of the Pledge Agreement; (b) the Agency receives evidence
reasonably satisfactory to the Agency that the purchaser or assignee shall be willing and capable of complying with
the terms and conditions of the Pledge Agreement; (c) the purchaser or assignee shall execute any document
reasonably requested by the Agency with respect to the assumption of the PAG's and Owner's obligations under
the Pledge Agreement, including, without limitation, an instrument of assumption hereof, and shall deliver to the
Agency an opinion of counsel for the transferee to the effect that each such document and the Pledge Agreement
are valid, binding and enforceable obligations of such purchaser or assignee; (d) the Agency shall have received
(i) reasonable evidence satisfactoiy to the Agency that the Owner's purchaser or transferee has assumed in writing
and in full, the Owner's and the PAG's duties and obligations under the Pledge Agreement and the Loan Agreement,
and (ii) an opinion of counsel to the transferee that the transferee has duly assumed the obligations of the Owner
and the PAG under the Pledge Agreement and that such obligations and the Pledge Agreement are binding on the
transferee; and (e) such other conditions are met as the Agency may reasonably impose to assure compliance by
the Project with the requirements of the Pledge Agreement. Except as otherwise provided therein, it is hereby
expressly stipulated and agreed that any sale, transfer or other disposition of the Project in violation of the Pledge
Agreement shall be null, void and without effect, shall cause a reversion of title to the Owner, and shall be
ineffective to relieve the PAG and the Owner of their obligations imder the Pledge Agreement. Upon any sale or
other transfer which complies with the Pledge Agreement, the Owner and the PAG shall be fully released from their
obligations thereunder, to the extent such obligations have been assumed by the transferee of the Project, without
the necessity of further documentation; provided that the Agency shall remain obligated to perform its agreements
contained therein as if such transfer or sale had not occurred. Any transfer of the Project to any entity, whether
or not affiliated with the Owner or the PAG, shall be subject to the provisions of the Pledge Agreement.

C o v e n a n t s To R u n W i t h t h e L a n d

The Owner hereby subjects the Project to the covenants, reservations and restrictions set forth in the Pledge
Agreement. The Owner, the Agency and the PAG hereby declare their express intent that the covenants,
reservations and restrictions set forth therein shall be deemed covenants running with the land and shall pass to and
be binding upon the Owner's successors in title to the Project; provided, however, that on the termination of the
Pledge Agreement said covenants, reservations and restrictions shall expire. Each and every contract, deed or other
instrument hereafter executed covering or conveying the Project or any portion thereof shall conclusively be held
to have been executed, delivered and accepted subject to such covenants, reservations and restrictions, regardless
of whether such covenants, reservations and restrictions are set forth in such contract, deed or other instruments.
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No breach of any of the provisions of the Pledge Agreement shall impair, defeat or render invalid the lien
of any mortgage, deed of trust or like encumbrance securing the Bonds.
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A P P E N D K B

PROPOSED FORM OF THE OPINION OF BOND COUNSEL

March 13, 1997

$1,585,000
Subordinate Revenue Bonds, Series 1997B

(Marin Valley Mobile Country Club Park Acquisition Project)
Issued fo r the Benefit o f

Novato Financing Authority (California)
Facilitated by the

California Local Government Finance Authority

Lad ies and Gent lemen:

We have acted as Bond Counsel in connection with the issuance of $1,585,000 Subordinate Revenue Bonds,
Series 1997B (Marin Valley Mobile Country Club Park Acquisition Project) Issued for the Benefit of Novato
Financing Authority (California), Facilitated by the California Local Government Finance Authority (the "Bonds")
pursuant to the Mark-Roos Local Bond Pooling Act of 1985, constituting Article 4 (commencing widi Section 6584)
of Chapter 5 of Division 7 of Title 1 of the Government Code of the State of California, as amended, and pursuant
to Resolution No. 97-1 (the "Bond Resolution") of the California Local Government Finance Authority ("CLGFA")
and a Trust Indenture dated as of March 1, 1997 (the "Indenture"), by and between CLGFA and First Trust of
California, National Association, as trustee (the "Trustee"). The proceeds of the Bonds are being used, together
with a portion of the proceeds of the Senior Bonds to be issued concurrently with the Bonds, to loan the proceeds
to the Novato Financing Authority (the "Owner") pursuant to a Loan Agreement, dated as of March 1, 1997 (the
"Loan Agreement"), by and among CLGFA, the Owner and the Park Acquisition Corporation of Marin Valley
Mobile Country Club (the "PAC") for the Owner's acquisition of the Marin Valley Mobile Country Club Park (the
"Project"). The Bonds are special obligations of CLGFA, payable solely from the Trust Estate as defined in the
I n d e n t u r e .

We have examined originals, or copies identified to our satisfaction as being true copies, of such records
of CLGFA and the Owner, certificates and other assurances from public officials and officers, an opinion of counsel
to the Owner and such other documents, opinions and matters as we have considered necessary or appropriate under
the circumstances to render this opinion.

Certain requirements and procedures contained or referred to in the Indenture and other relevant documents
may be changed and certain actions may be taken or omitted imder the circumstances and subject to the terms and
conditions set forth in such documents, upon the advice or with the approving opinion of nationally recognized bond
counsel. No opinion is expressed herein as to any Bond or the interest thereon if any such change occurs or action
is taken or omitted upon the advice or approval of counsel other than ourselves.

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and court
decisions and cover certain matters not directly addressed by such authorities. Such opinions may be affected by
actions taken or omitted or events occurring after the date hereof. We have not undertaken to determine, or to
inform any person, whether any such actions are taken or events occur. We have assumed the genuineness of all
documents and signatures presented to us. We have not undertaken to verify independently, and we have assumed
the accuracy of the factual matters represented, warranted or certified in the documents, hi addition, we call your
attention to the fact that the foregoing obligations of CLGFA under the Bonds and the Indenture may be limited by
bankruptcy, insolvency, reorganization, moratorium or similar laws or equitable principles affecting creditors' rights
generally. In addition, the enforceability of the Bonds and the Indenture is subject to the effect of general principles
of equity, including, without limitation, concepts of materiality, reasonableness, good faith and fair deding, and
the possible unavailability of specific enforcement or injunctive relief, regardless of whether considered in a
proceeding in equity or at law. We express no opinion regarding the availability of equitable remedies. Further,
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we undertake no responsibility for the accuracy, completeness or fairness of the Official Statement or other offering
material related to the Bonds and express no opinion relating thereto.

On the basis of the foregoing, and in reliance thereon, and on the basis of our examination of such other
matters of fact and questions of law as we have deemed relevant under the circumstances, as of the date hereof, we
are of the opinion that:

1. CLGFA is a joint powers authority duly organized and existing imder the laws of the State of
California with the power to adopt the Bond Resolution and to enter into the Indenture and the Loan Agreement,
to perform the agreements on its part contained therein and to issue the Bonds.

2. The Indenture and the Loan Agreement have been duly authorized, executed and delivered by
CLGFA and, assuming due authorization, execution and delivery by the other parties thereto, represent valid and
binding agreements of CLGFA enforceable in accordance with their respective terms. The Indenture creates a valid
l ien on the Trust Estate.

3. The Bonds have been validly authorized, executed and issued in accordance with the Bond
Resolution and the Indenture and represent valid and binding special obligations of CLGFA, payable solely from
the Trust Estate as defined in the Indenture.

4. Under existing statutes, regulations, rulings and court decisions, the interest on the Bonds is
excluded from gross income for federal income tax purposes. Interest on the Bonds is not a specific preference item
for purposes of the alternative minimum tax imposed on individuals and corporations, however, such interest is
included in the alternative minimum taxable income of certain corporations which must be increased by 75 % of the
excess of the adjusted current earnings of such corporation over the alternative minimum taxable income (determined
without regard to such adjustment and prior to reduction for certain net operating losses) of such coiporations.

5. Under existing laws, regulations and judicial decisions, interest on the Bonds is exempt from
present State of California personal income tax.

In rendering the opinions in paragraph 4 above, we have relied upon representations and covenants of
CLGFA in the Indenture and the Tax Compliance Certificate of even date herewith and the representations and
covenants of the Owner and the PAC in the Loan Agreement and the Tax Compliance Certificate. Failure to
comply with such covenants could cause interest on the Bonds to be included in gross income retroactive to the date
of issue of the Bonds. Although we are of the opinion that interest on the Bonds is excluded from gross income
for federal income tax purposes, the accrual or receipt of interest on the Bonds may otherwise affect the federal
income tax liability of the recipient. The extent of these other tax consequences will depend upon the recipient's
particular tax status or other items of income or deduction. We express no opinion regarding any such
consequences.

Respectfully submitted.
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INDEPENDENT ATJDTTOR'S REPORT

Members of the Board of the
Redevelopment Agency of the City of Novato

Novato, California

We have audited the accompanying component unit financial statements of the Redevelopment
Agency of the City of Novato (the Agency), a component unit of the City of Novato, California
(the City), as of and for the fiscal year ended June 30, 1996. These component unit financial
statements are the responsibility of the City's management. Our responsibility is to express an
opimon on these component unit fmancial statements based on our audit

We conducted our audit in accordance with generally accepted auditing standards and
Government Auditmg Standards, issued by the Comptroller General of the United States. Those
st̂dards require that we plan and perform the audit to obtain reasonable assurance aboutwhether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amoimts and disclosures in the component unit financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall component unit financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.
In our opinion, the component unit financial statements referred to above present fairly, in all
niaterial respects, the financial position of the Redevelopment Agency of the City of Novato as
of June 30, 1996, and the results of its operations for the fiscal year then ended in conformity
with generally accepted accounting principles.

Our audit was conducted for the purpose of forming an opinion on the component unit financial
statements taken as a whole. The combining statements listed in the table of contents are
presented for purposes of additional analysis and are not a required part of the component unit
financial statements of the Agency. Such information has been subjected to the auditing
procedures applied in the audit of the component unit financial statements; and, in our opinionme information is fairly presented in all material respects in relation to the component unit
iinancial statements taken as a whole.

Novembers, 1996
Redwood City, California

647 Veterans Boulevard, Redwood City, CA 94063
Phone (415) 365-2323 • (408)733-9944 • (510)353-0330

Fax (415) 365-8394
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TMIi: RKI)EVRI.0PIV1ENT agency OF
T H E C I T Y O F N O V A T O

COMBINED BALANCE SHEET - ALL FUND TYPES AND ACCOUNT GROUPS
JUNE 30, 1996

ASSETS AND OTHER DEBITS

Cash and investments
Loan receivable
Due from other governments
Amount to be provided for retirement of

long-term debt

TOTAL ASSETS AND
OTHER DEBITS

LIABILITIES AND FUND EQUITY

Liabilit ies:
Accounts payable
Accrued salaries
Accrued liabilities
Due to other funds
Trust and agency deposits
Long-term debt

Total Liabilities

Fund Equity:
Fund Balances:

Reserved
Unreserved

Designated
Total Fund Balances

Total Fund Equity

TOTAL LIABILITIES AND
FUND EQUITY

G e n e r a l

Governmental Fund Tvnes
Special

R e v e n u e
Housing

$ 40,681

303,821

$344.502

377
37,442

306,683

3 4 4 . 5 0 2

$ 3 4 4 . 5 0 2

$304,512
2,100

109,225

$415.837

$ 2,100

371,565

3 6 . 7 7 2

4 0 8 . 3 3 7

408,337

$415.837

Capital
P ro iec t s

$4,312,252

$4.312.252

4 . 3 1 2 . 2 5 2

4 . 3 1 2 . 2 5 2

4 . 3 1 2 . 2 5 2

$4.312.252

Fiduciary
Fund Type

A g e n c v
Vintage

Oaks Bond
A d m i n i s t r a t i o n

$ 12,099

$ 12.099

10,099

12 .099

A c c o u n t
G r o u p s

G e n e r a l
Long-term

Debt

8 . 0 7 9 . 9 4 7

$8.079.947

8 . 0 7 9 . 9 4 7

8 - 0 7 9 . 9 4 7

To t a l s
(Memorandum Onlvl
1 9 9 6 1 9 9 5

4,669,544
2,100

413,046

8 . 0 7 9 . 9 4 7

4,100
377

37,442
312,083

10,099
8 . 0 7 9 . 9 4 7

8 . 4 4 4 . 0 4 8

371,565

4 . 3 4 9 . 0 2 4

4 . 7 2 0 . 5 8 9

4 . 7 2 0 . 5 8 9

$ 4,068,135

383,468

8 . 3 3 8 . 9 0 6

$13.164.637 $12.790.509

$ 299,180

32,499

8 . 3 3 8 . 9 0 6

8 . 6 7 0 . 5 8 5

371,565

3 . 7 4 8 . 3 5 9

4 . 11 9 . 9 2 4

4 . 11 9 . 9 2 4

$ 12.099 > 8 . 0 7 9 . 9 4 7 $13.164.637 $12.790 500

See notes to component unit financial statements.
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THE REDEVF.LQPMRNT AGENCY OF

T H E C I T Y O F N O V A T O

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
ALL GOVERNMENTAL FUND TYPES

FOR THE FISCAL YEAR ENDED JUNE 30,1996

REVENUES:
Ta x e s
Use of money and property
Miscellaneous

Total Revenues

EXPENDITURES:
Cur ren t :

Community development
Debt service

Principal retirement
Interest and fiscal charges

Total Expenditures

EXCESS (DEFICIENCY) OF REVENUES OVER (UNDER)
EXPENDITURES

OTHER FINANCING SOURCES (USES):
Operating transfers - In
Operating transfers - Out

Total Other Financing Sources (Uses)

EXCESS (DEFICIENCY) OF REVENUES AND OTHER
FINANCING SOURCES OVER (UNDER) EXPENDITURES
AND OTHER FINANCING USES

FUND BALANCES AT BEGINNING OF YEAR

FUND BALANCES AT END OF YEAR

G e n e r a l

$ 673,464
325,033

1 6 8

9 9 8 . 6 6 5

48,665

258,960
6 9 1 . 0 4 0

9 9 8 . 6 6 5

Specia l Revenue
Housing

$ 227,876
24,927

252.803

216,032

2 1 6 . 0 3 2

36 ,771

36,771

371,566

$408.337

Capital
P r o i e c t

234,364

2 3 4 . 3 6 4

2 3 4 , 3 6 4

4,312,276
(3.864.9981

4 4 7 . 2 7 8

681,642

3,630,610

S 4 . 3 1 2 . 2 5 2

To t a l
(Memorandum Onh

$ 901,340
584,324

m

1 . 4 8 5 . 8 3 2

264,697

258,960
691,040

.214,697

271 .135

4,312,276
(3 .864 .9981

4 4 7 . 2 7 8

718,413

4 . 0 0 2 . 1 7 6

$ 4 . 7 2 0 . 5 8 9

See notes to component unit financial statements.
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THE REDEVELOPMENT AGENCY OF
T H E C I T Y O F N O V A T O

COMBINED STATEMENT OF REVENUES. EXPENDITURES AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
ALL GOVERNMENTAL FUND TYPES

FOR THE FISCAL YEAR ENDED JUNE 30, 1996

$ 705,880
298,890

1.004.770

1.004.548

1.004.548

REVENUES: '
Taxes
Use of money and property
Miscellaneous

Total Revenues

EXPENDITURES:
Cur ren t :

Community development

Total Expenditures

EXCESS (DEFICIENCY) OF
REVENUES OVER (UNDER)
EXPENDITURES

OTHER FINANCING SOURCES
(USES):

Operating transfers - In
Operating transfers - Out

Total Other Financing
Sources (Uses)

EXCESS (DEFICIENCY) OF
REVENUES AND OTHER
FINANCING SOURCES OVER
(UNDER) EXPENDITURES
AND OTHER FINANCING USES $ 222

FUND BALANCES AT BEGINNING
O F Y E A R

FUND BALANCES AT END OF
Y E A R

General
Ae tua l

(Budget
Bas is I

$ 673,464
325,033

168

9 9 8 . 6 6 5

Vananee
Favorable

(Unfavorab le !

S (32,416)
26,143

168

$ ( 2 2 2 )

$ 228,931
20,000

248.931

4 6 0 . 1 7 6

4 6 0 . 1 7 6

(211,245)

$ ( 2 11 . 2 4 5 !

RDA Hous ing
A c t u a l

(Budget
Basis!

$227,876
24,927

252.803

2 1 6 . 0 3 2

216.032

371.566

$ 4 0 8 . 3 3 7

Va r i ance
Favorable

(Unfavorab le !

244.144

248,016

2 0 8 . 0 0 0

208,000

4,500,000
(3.864.998!

$ 2 4 8 . 0 1 6 $ 8 4 3 . 0 0 2

Capitol Proicct Funds

(Budget
B a s i s ) (

$ (1,055) $ 208,000 S 234,364
4,927

2 3 4 . 3 6 4

234,364

4,312,276
(3.864.998!

447.278

681,642

3.630.610

$ 4.312.252

Va r i ance
Favorable

(Unfavorab le !

$ 26,364

(187,724)

$ ( 1 6 1 . 3 6 0 !

See notes to component unit financial statements.
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T H E R E D E V E L O P M E N T A G E N C Y O F
T H E C I T Y O F N O V A T O

NOTES TO COMPONENT UNIT FINANCIAL STATEMENTS
DESCRIPTION OF THE REDEVELOPMENT AGENCY AND REDE VET.QPMENT
P L A N

The Redevelopment Agency of the City of Novate (the Agency) was established December
29, 1983 under the provisions of the Community Redevelopment Law (California Health and
Safety Code, commencing with Section 33000). The Project was established May 23, 1983
with the adoption of the Redevelopment Plan (the Plan) and encompasses approximately 400
acres in the Novato area. The primary purpose of the Agency is to assist in the clearance and
rehabilitation of areas determined to be in a declining condition in the City of Novato (the
City). The Agency functions as an independent entity and its policies are determined by the
City Council of the Town in a separate capacity as members of the Redevelopment Agency
Board (the Board). All staff work is performed by the officials and staff of the City, or by
consultants to the Agency.

The Agency is a separate legal entity subject to oversight by the City Council of Novato (the
Council). As the primary governing unit of the Agency, the Council exercises significant
financial and management control over the Agency.

For financial reporting purposes, the Agency includes all funds and account groups of the
Agency that are controlled by the Board. The Agency is an integral part of the City, and the
accompanying financial statements are included as a component unit of the general pvupose
financial statements prepared by the City.

S IGNIF ICANT ACCOUNTING POLICIES

A. Fimds and Accoimt Groups

The accounts of the Agency are organized on the basis of funds and account groups,
each of which is considered a separate accovmting entity. The operations of each
fund are accounted for with a separate set of self-balancing accounts that comprise
its assets, liabilities, fund equity, revenues and expenditures. Government
resources are allocated to and accoimted for in individual funds baised upon the
purposes for which they are to be spent and the means by which spending activities
are controlled. The various funds are grouped in the component imit financial
statements in this report into categories as follows:



THE REDEVELOPMENT AGENCY OF
T H E C I T Y O F N O V A T O

NOTES TO COMPONENT UNIT FINANCIAL STATEMENTS

Governmental Fund Typpg-

General Fxmd - The General Fund is the general operating fund of the Agency. It is
used to account for all financial resources of the general government not accounted
for in another fund.

Special Revenue Funds - The Special Revenue Funds are used to account for the
proceeds of specific revenue sources that are legally restricted to expenditures for
specified purposes.

Capital Proiects - The Capital Projects Funds are used to account for financial
resources to be used for the acquisition or construction of major capital facilities,
including urban redevelopment.

Agency Funds - The Agency Fund is used to account for assets held by the Agency
in a trustee capacity or as an agent for individuals, private organizations, other
governments, and/or other funds.

Accoxmt Groups:

General—Long-Term Obligations Account Group - This account group was
established to account for all long-term obligations of the City.

Basis of Accounting

Basis of accounting refers to when revenues and expenditures are recognized in the
accounts and reported in the component unit financial statements. The accounting
and financial reporting treatment applied to a fund is determined by its
measurement focus. All governmental funds are accoimted for using a current
financial resources measurement focus. With this measurement focus, only current
assets and current liabilities generally are included on the balance sheet. Operating
statements of these funds present increases (i.e., revenues and other financing
sources) and decreases (i.e., expenditures and other financing uses) in net current
a s s e t s .

All Agency transactions are accounted for using the modified accrual basis of
accounting. Revenues are recognized when they become measurable and available
as net current assets. Revenues considered susceptible to accrual include property
taxes md interest revenue. Expenditures are generally recognized when the related
fund liability is incurred except for principal and interest on long-term obligations
which is recognized when due.



T H E R E D E V E L O P M E N T A G E N C Y O F
T H E C I T Y O F N O V A T O

NOTES TO COMPONENT UNIT FINANCIAL STATEMENTS

C. Budgetary Policies and Accounting

The Agency operates imder the general laws of the State of California and annually
adopts a budget for its governmental funds to be effective July 1 for the ensuing
fiscal year. The City Council may amend the budget by resolution during the fiscal
year. Annual budgets are adopted on a basis not consistent with generally accepted
accounting principles. Budget appropriations lapse at the end of the fiscal year
unless encumbered by specific Council approval.

Budget information is presented for general, special revenue, and capital projects
funds on a one year budgetary basis. Budgeted amoimts appearing in the budgetary
comparison statements are as originally adopted or as amended by the City Council
through June 30,1996.

D. Cash and Investments

The City pools cash from all sources except cash with fiscal agents and deferred
compensation plan assets for the purpose of increasing income through investment
activit ies.

E . P r o p e r t y Ta x e s

The Agency does not have the authority to levy tax, but does receive tax increments
from the City's property tax through Marin County. These increments are the
additional property tax created in a project area which exceeds the base year (year
of Plan adoption) value because of improvements' and reassessments. Property tax
revenue is recognized when measurable and collectible.

F. F u n d B a l a n c e s

Fund balances consist of reserved and unreserved amounts. Reserved fund balances
represent that portion of a fund balance which is not appropriable for expenditure or
is legally segregated for a specific future use. The remaining portion is unreserved
fund balances.

Portions of unreserved fund balances may be designated to indicate tentative plans
for financial resource utilization in a future period, such as for general
contingencies or capital projects. Such plans or intent are subject to change, have
not been legally authorized and may not result in expenditures.



T H E R E D E V E L O P M E N T A G E N C Y O F
T H E C I T Y O F N O V A T O

NOTES TO COMPONENT UNIT FINANCIAL STATEMENTS
G. Totals fMemorandum Onlvt Information

Columns on the accompanying component unit financial statements captioned
Totals (Memorandum Only) do not present consolidated financial information.
They are not necessary for a fair presentation of the financial statements, but are
presented as additional analytical data.

C A S H A N D I N V E S T M E N T S

The Agency holds its cash in the City of Novato Treasury. The City maintains a cash and
investment pool and allocates interest to the various funds based upon the average quarterly
cash balances. Information regarding categorization of investments can be found in the City
of Novato financial statements.

A . A u t h o r i z e d I n v e s t m e n t s

State statutes authorize the City to invest in obligations of the U.S. Treasury, its
agencies and instrumentalities, commercial paper rated A-1 by Standard & Poor's
Corporation or P-1 by Moody's Commercial Paper Records, certificates of deposit,
bankers' acceptances, repurchase agreements, and the State Treasurer's investment
pool. The City is also authorized to enter in reverse repurchase agreements.

GENERAL LONG-TERM DEBT ACCOUNT GROUP

The activity in the General Long-Term Debt Account Group for the year ended June 30, 1996,
is as follows:

P a y a b l e D e b t D e b t P a y a b l e
J u l v 1 . 1 9 9 5 I n c u r r e d R e t i r e m e n t J u n e 3 0 . 1 9 9 6

L o a n $8338,906 $258 .959 $ 8.079.947

The Redevelopment Agency entered into a promissory agreement with HNH Associates for
the construction and financing of certain on site and off-site public improvements of the
Vintage Oaks Retail Complex. The no interest promissory note is for $9,000,000. Payments
consist of two semi-annual installments which began in 1994 and end in the year 2013. The
payments will be financed by the property tax increments to be generated by this retail
complex and lease revenue from the City to the Agency.



THE REDEVELOPMENT AGENCY OF
T H E C I T Y O F N O V A T O

NOTES TO COMPONENT UNIT FINANCIAL STATEMENTS

The annual debt service on the loan is as follows:

Payment Pr inc ipa l

1997
1998
1 9 9 9
2000
2 0 0 1

Thereafter

: 9 5 0 , 0 0 0

950,000
950,000
950,000
950,000

10.550.000

$ 281,974
305,224
330,391
357,634
389,830

6.413 .889

$ 15.300.000 $ 8.078.942 $7 .221 .058
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T H E R E D E V E L O P M E N T A G E N C Y O F

TllE CITY OF NOVATO

C A P I TA L P R O J E C T S F U N D
C O M B I N I N G B A L A N C E S H E E T

JUNE 30,1996
(WITH COMPARATIVE TOTALS FOR JUNE 30,1995)

A S S E T S

FUND EQUITY

R D A

Community
C e n t e r

Maintenance

R D A

Community
C e n t e r

Performing
A r t s

R D A

Community
C e n t e r

Gymnastics

R D A

Community
C e n t e r

P o o l
Totals

1 9 9 6 1 9 9 5

Cash and investments $ 1 .131 .197 ; 2.028.791 $1.115.835 $ 3 6 . 4 2 9 $ 4 . 3 1 2 . 2 5 2 $ 3 . 6 3 0 . 6 1 1

T O T A L A S S E T S $ 1 .131 .197 $2.028.791 $ 1 .115.835 $ 3 6 . 4 2 9 $ 4 . 3 1 2 . 2 5 2 $ 3 . 6 3 0 . 6 1 1

Fund Balances:

Designated $ 1.131.197 ; 2.028.791 1 .115 .835 $36.429 $ 4 . 3 1 2 . 2 5 2 $ 3 . 6 3 0 . 6 1 1

TOTAL FUND EQUITY $ 1.131.197 $ 2 . 0 2 8 . 7 9 1 $ 1 . 11 5 . 8 3 5 $ 4 . 3 1 2 . 2 5 2 $ 3 . 6 3 0 . 6 1 1
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THE REDEVELOPMENT ACENCV OF
T H E C I T Y O F N O V A T O

CAPITAL PROJECTS FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

FOR THE FISCAL YEAR ENDED JUNE 30, 1996
(WITH COMPARATIVE TOTALS FOR THE FISCAL YEAR ENDED JUNE 30, 1995)

R D A

Community
C e n t e r

M a i n t e n a n c e

REVENUES:
Use of money and property

Total Revenues

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES):
Operating transfers - In
Operating transfers - Out

Total Otlier Financing
Sources (Uses)

EXCESS (DEFICIENCY) OF REVENUES
AND OTHER FINANCING SOURCES
OVER (UNDER) EXPENDITURES
AND OTHER FINANCING USES

FUND BALANCES AT BEGINNING OF
Y E A R

$ I R 9 2 1

18,921

1,112,276

112.276

1,131,197

FUND BALANCES AT END OF YEAR $1.131.197

R D A

Community
C e n t e r

Performing
A r t s

28 .791

28 .791

28,791

2,000,000

2 . 0 0 0 . 0 0 0

2,028,791

R D A R D A
Community Community

C e n t e r
G y m n a s t i c s

15.835

15,835

1,100,000

■ 100.000

1,115,835

C e n t e r
P o o l

$ 1.429

100,000
(65 .0001

3 5 . 0 0 0

36,429

Redevelopment
A g e n c y

169 .388

169,388

(3 .799 .9981

(3 .799 .9981

(3,630,610)

3 . 6 3 0 . 6 1 0

To t a l s

$ 2 3 4 . 3 6 4 $ 1 9 7 S 9 1

$ 2 3 4 . 3 6 4 $ 1 9 7 . 8 9 1

234,364

4,312,276
(3.864.9981

4 4 7 . 2 7 8

681,642

3 . 6 3 0 . 6 1 0

197,891

197,891

3 . 4 3 2 . 7 1 9

$ 2.028.791 $1.115.835 $ 4 . 3 1 2 . 2 5 2 $ 1 . 6 m fi i n
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C. G. UHLENBERG & CO. LLP
CERTIFIED PUBLIC ACCOUNTANTS
ROBERT E. BARSANTI. C.PA. PEGGY H. CHEN, C.P.A. JEFFREY J. IRA. C.P.A.

INDEPENDENT AUDITOR'S COMPLIANCE REPORT

Members of the Board of the
Redevelopment Agency of the City of Novato

Novato, California

We have audited the component unit financial statements of the Redevelopment Agency of the
City of Novato, a component unit of the City of Novato, California, as of and for the year ended
June 30, 1996, and have issued our report thereon dated November 5, 1996. We conducted our
audit in accordance with generally accepted auditing standards and Government Auditing
Standards. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the component unit financial statements are fi-ee of material
misstatement.

Compĥce with laws and regrUations applicable to the Agency is the responsibility of theAgency s management. As part of obtaining reasonable assurance about whether the componentunit financial statements are fi-ee of material misstatement, we performed tests of the Agency's
compliance with provisions of laws and regulations contained in the Guidelines for Comnliancft
Audits of Califomia Redevelopment ApenrJes issued by the State Controller's Office, Division
of Local Government Fiscal Affairs.

The results of our tests indicated that, with respect to the items tested, the Redevelopment
Agency of the City of Novato complied, in all material respects, with the provisions referred to inthe preceding p̂ agraph. With respect to items not tested, nothing came to our attention that
caused us to believe that the Redevelopment Agency of the City of Novato had not complied, in
all material respects, with those provisions.

This report is intended for the information of the Redevelopment Agency of the City of Novato
and the State Controller's Office. However, this report is a matter of public record and its
distribution is not limited.

November 5,1996
Redwood City, Califomia

647 Veterans Boulevard, Redwood City, CA 94063
Phone (415) 365-2323 • (408) 733-9944 • (510) 353-0330

Fax (415) 365-8394



A P P E N D I X D

C I T Y O F N O VAT O

THE FOLLOWING INFORMATION CONCERNING THE CITY OFNOVATO (THE "CITY") AND
S U R R O U N D I N G A R E A S I S I N C L U D E D F O R T H E P U R P O S E O F S U P P L Y I N G G E N E R A L
I N F O R M A T I O N R E G A R D I N G T H E C I T Y A N D T H E C O M M U N I T Y . T H E B O N D S D O N O T
C O N S T I T U T E A D E B T O F T H E C I T Y O R T H E R E D E V E L O P M E N T A G E N C Y O F T H E C I T Y O F
NOVATO (THE "AGENCY") AND NEITHER THE CITY, THE AGENCY, THE STATE OF CALIFORNIA
NOR ANY OF ITS POL IT ICAL SUBDIV IS IONS IS L IABLE THEREON.

G e n e r a l

The City of Novato was incorporated in 1960. The City has a council-manager form of government. Five
persons are elected by popular vote to serve four-year terms on the City Council. Elections are held every two
years. The Mayor is separately elected to a one-year term by members of the City Council from among the City
Council members. The Mayor acts as the presiding officer of the City Council. Policies established by the City
Council are implemented through the office of the City Manager.

The City of Novato is located approximately 28 miles north of the City of San Francisco in Marin County.
The City occupies 28 square miles and is traversed by U.S. Higliway 101 which provides access to San Francisco
to die South and Santa Rosa and beyond to the North. Tbe City of Novato with a current population of
approximately 46,500 is a prime residential community for people employed in the greater San Francisco Bay Area.

Hie majority of Marin County is surrounded by water with the Pacific Ocean to the west and the San
Francisco and San Pablo Bays to the south and east. Most residents of Marin Coimty reside in the eastern portion
of the County while the western part of the County is sparsely populated. The topography is generally rugged with
numerous mountains, forests and coastal areas. Marin County covers 606 square miles widi 86 square miles of
tidelands and approximately one-third of the total land area being parks and open space preserves. San Francisco
County is located across the Golden Gate Bridge to the south and Contra Costa and Alameda Counties are located
across the Richmond/San Rafael Bridge to the east. Sonoma County borders Marin County on the north.

Population

The population for the City, Marin County and the State of California are provided below:

City of A n n u a l Coimty of A n n u a l State o f A n n u a l
Y e a r N o v a t o % C h a n s e M a r i n % Chanse C a l i f o r n i a % Change

1 9 7 0 31,006 206,038 - % 19,971,069 ~ %
1 9 8 0 43,916 4 . 2 222,568 . 8 23,668,562 1 . 6
1 9 9 0 47,650 . 8 230,096 . 9 29,760,021 2 . 5
1 9 9 1 47,250 ( .8 ) 231,900 . 8 30,296,000 1 . 8
1 9 9 2 47,500 . 5 234,200 1 . 0 30,845,000 1 . 8
1 9 9 3 47,800 . 6 236,000 . 8 31,303,000 1 . 5
1 9 9 4 48,150 . 7 237,300 . 6 31,661,000 1 . 1
1 9 9 5 47,550 (1.2) 238,200 . 4 31,910,000 . 8
1 9 % 46,500 (2.2) 239,500 . 5 32,231,000 .1

For periods 1980 and 1990, percentage change of population calculated as an annual average percent
of change.
Source: U.S. Census; California Department of Finance, Demographic Research Unit.

^
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Employment

Marin County's labor force, employment and imemployment results for the years 1987 through 1996 are
compared to the State of California and the nation in the following table.

C O U N T Y O F M A R I N
C i y i l i a i i L a b o r F o r c e

Employment and Unemployment Estimates
for the Marin County, State and Nation Yearly Average

1 9 8 7 — 1 9 9 6

Year and Area Labor Fo rce E m o l o v m e n t U n e m n l o v m e n t Rate*
1 9 8 7

Marin County 124,400 120,400 4,000 3 . 2 %
C a l i f o r n i a 13,737,500 12,946,500 791,000 5 .8
U . S . 119,865,000 112,440,000 7,425,000 6 .2

1 9 8 8
Marin County 127,400 123,600 3,800 3 . 0
C a l i f o r n i a 14 ,132 ,000 13,383,800 748,200 5 . 3
U . S . 123,378,000 114,968,000 6,701,000 5 . 4

1 9 8 9
Marin County 129,000 125,600 3,400 2 . 6

C a l i f o r n i a 14,517,400 13,780,000 737,400 5 .1
U . S . 125,557,000 117,342,000 6,528,000 5 . 2

1 9 9 0
Marin County 130,500 127,200 3,300 2 . 5
C a l i f o r n i a 15,193,400 14,319,200 874,200 5 . 8
U . S . 124,787,000 117,342,000 6,874,000 5 . 5

1 9 9 1
Marin County 128,900 124,000 4,900 3 . 8

C a l i f o r n i a 15,176,600 14,004,200 1,172,400 7 . 7

U . S . 125,303,000 116,877,000 8,426,000 6 . 7

1 9 9 2
Marin County 128,500 121,900 6,600 5 .1
C a l i f o r n i a 15,334,900 13,939,100 1,395,800 9 .1
U . S . 129 ,839 ,000 120,586,000 9,252,000 7 .1

1 9 9 3
Marin County 130,900 124,200 6,700 5 .1
C a l i f o r n i a 15,359,500 13,918,300 1,441,200 9 . 4

U . S . 128,040,000 119,306,000 8,734,000 6 . 8

1 9 9 4
Marin County 129,600 123,600 6,000 4 .6
Ca l i fo rn ia 15,461,800 14,132,900 1,328,900 8 .6
U . S . 131,056,000 123,060,000 7,996,000 6 . 1

1995
Marin County 128,000 122,500 5,500 4 .3
Ca l i fo rn ia 15,415,800 14,205,900 1,209,600 7 .8
U . S . 132,518,000 124,959,000 7,559,000 7 .8

1 9 9 6
Marin County 130,400 126,000 4,400 3 . 4
C a l i f o r n i a 15,508,200 14,382,800 1,125,400 7 . 3
U . S . 133,928,000 126,708,000 7,220,000 5 . 4

Source: California Employment Development Department, Labor Market Information Division; U.S. Bureau of Labor Statistics.
"Unemployment rate is based on unrounded data.
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Employers

The City's proximity to the San Francisco Area provides significant employment opportunities to the City's
res iden ts .

A list of the 10 largest employers in the City is set forth below:

C I T Y O F N O VAT O
Ten Lai^est Employers

N o . o f
E m o l o v e r E m n l o v e e s Products o r Serv ices

F i remans Fund Insurance Co . 2,500 I n s u r a n c e
N o v a t o U n i fi e d S c h o o l D i s t r i c t 7 0 0 S c h o o l D i s t r i c t
B r o d e r b u n d S o f t w a r e 5 5 0 Software Developer
Harris Corporation 5 0 0 Telephone Manufacturing
Novato Community Hospital 3 3 6 Hospital
Marin Independent Journal 3 2 0 Daily Newspaper
Mindscape 2 3 0 Software Company
C o s t c o 2 0 0 B u l k F o o d O u t l e t
Harding Lawson Associates 2 0 0 Engineering Firm
City of Novato 1 8 5 City Government

Source: City of Novato Chamber of Commerce.
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The major eiiq)loyers in the County of Marin are shown in the following table:

C O U N T Y O F M A R I N
25 Largest Employers

1995a)

C o m p a n y B u s i n e s s E m p l o y e e s

F i r e m a n s F i m d I n s u r a n c e 2,500
County of Marin County Government 1,700
U . S . P o s t a l S e r v i c e Mail Collection/Delivery 1,579
San Quentin State Prison C o r r e c t i o n s 1,498
Marin General Hospital Hospital 9 0 0
N o v a t o U n i fi e d S c h o o l D i s t r i c t S c h o o l D i s t r i c t 9 0 0
Au todesk I nc . S o f t w a r e 8 5 3
Ka ise r Pe rmanen te H M O 8 5 0
Lucas Digital Ltd. F i l m P r o d u c t i o n 7 0 0

Safeway Inc., N. Calif. Div. Supermarket 6 7 5
Golden Gate Bridge, Highway and Public Agency 6 2 4

Transportation District
Fair, Issac and Co., Inc. Data Analysis 5 1 0
B r o d e r b u n d S o f t w a r e I n c . S o f t w a r e 5 0 0
Harris Corp., Digital Telephone Telephone Manufacturing 5 0 0

Systems Division
Westamerica Bancorp Banking 4 0 1

City of San Rafael City Government 3 7 5

Mindscape Inc. S o f t w a r e 3 6 0

College of Marin College 3 5 0

Tamalpals Union High School High School District 3 2 0
D i s t r i c t

Marin Independent Journal Newspaper 2 8 0
Marin Municipal Water District Public Water Supplier 2 4 6
CCH, Inc. Electronic Publishing 2 2 0

Harding Lawson Associates, Inc. Engineering Firm 2 2 0
Pac ific Gas and E lec t r i c Gas and Electric Utility 2 0 0
San Rafael City Schools S c h o o l D i s t r i c t 1 6 7

'"As of December 1, 1995: Rankings based on full-time employees only.
Source: City of Novato Chamber of Commerce, San Francisco Business Times.

D - 4



Employment Industry

The following shows employment by industiy group in flie County of Marin in 1995:

C O U N T Y O F M A R I N
Employment by Industiy Group

1995

T v n e o f E m n l o v m e n t P e r c e n t
Serv ices 3 5 . 1 %
R e t a i l Tr a d e 2 3 . 7
G o v e r n m e n t 1 1 . 9
F i n a n c e / I n s u r a n c e / R . E . 11 . 1

Manufacturing 5 . 2

Mining/Construction 4 . 7
W h o l e s a l e Tr a d e 4 . 2

Transportation/Public Utilities 2 . 8

Source: County of Marin.

Construction Activity

The following table summarizes available building activity volume data within the City for the fiscal years
of 1991 through 1996:

C I T Y O F N O VAT O
Building Valuations

C o m m e r c i a l T o t a l
R e s i d e n t i a l a n d I n d u s t r i a l V a l u a t i o n

1 9 9 1 $ 1 8 , 2 9 2 , 8 9 3 $ 8 , 4 5 9 , 6 4 5 $ 2 6 , 7 5 2 , 5 3 8
1 9 9 2 1 8 , 8 1 2 , 5 3 6 5 3 , 6 2 0 , 9 8 3 7 2 , 4 3 3 , 5 1 9
1 9 9 3 2 3 , 4 9 1 , 4 2 5 7 3 , 5 8 1 , 4 8 6 9 7 , 0 8 2 , 9 1 1
1 9 9 4 2 3 , 8 8 4 , 6 3 4 2 0 , 3 5 6 , 9 4 4 4 4 , 2 4 1 , 5 7 8
1 9 9 5 2 2 , 4 6 7 , 0 1 0 1 2 , 5 8 5 , 4 1 5 3 5 , 0 5 2 , 4 2 5
1 9 9 6 2 7 , 3 2 8 , 3 1 3 5 8 , 1 4 0 , 5 8 5 8 5 , 4 6 8 , 8 9 8

Source: City of Novato.
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Commercial Activity

The following tables summarize the annual volume of taxable transactions within the City from 1987
through 1995.

C I T Y O F N O VAT O
Taxable Transact ions

($000)

-

R e t a U
O u t l e t s

O t h e r
Ou t l e t s

To t a l
A l l O u t l e t s

1 9 8 7
1 9 8 8
1 9 8 9
1 9 9 0

1991
1 9 9 2
1993
1 9 9 4
1 9 9 5
1996*

$193,457
213,635
236,068
243,012
235,218
304,033
323,440
346,395
361,431
184,882

$42,622
56,446
66,362
67,097
71,066
78,238
74,872
77,665
85,853
45,416

$236,079
270,081
302,430
310,109
306,284
382,271
398,312
424,060
447,284
230,298

* First and Second Quarters of 1996 only.
Source: California State Board of Equalization.

Housing Supply

The following tables summanze the housing supply in the City from 1992 through 1996.

C I T Y O F N O VAT O
Summary of Housing Supply

1 9 9 2 1 9 9 3 1 9 9 4 1 9 9 5 1 9 9 6

Single family
D e t a c h e d
A t t a c h e d

Multi family
M o b i l e H o m e

10,313
3,518
4,502

6 4 0

1 0 , 3 5 4 1 0 , 3 8 5
3 , 5 1 8 3 , 5 3 5
4 , 5 5 2 4 , 5 5 4

6 4 0 6 4 0

10,450
3 ,535
4 ,554

6 4 0

10,509
3,535
4,554

6 4 0

To t a l s 18,973 1 9 , 0 6 4 1 9 , 1 1 4 19,179 19,238

Vacancy Factors
Occupied
Vacancy
Percentage

18,403
5 5 2

3 . 0 0

1 8 , 4 8 8 1 8 , 5 3 7
5 5 8 5 6 0

3 . 0 2 3 . 0 2

18,415
7 3 3

3 . 9 8

17,778
1,349

7 . 5 9

Source; California Department of Finance, Demographic Research
U n i t .
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U t i U t i e s

General Telephone Company and Pacific Bell provide telephone services to the City. Pacific Gas and
Electric provides natural gas and electric services in the City.

W a t e r S e r v i c e

North Marin Water District provides water service in the City.

W a s t e w a t e r C o l l e c t i o n a n d T r e a t m e n t

The Novato Sanitary District provides wastewater collection and treatment services to the City.

Solid Waste Disposal

Novato Disposal Service provides garbage and recycling services in the City.

Transportation

Marin County is served by Highway 101, traveling north to south located in the eastern portion of the
county. Highway 1, traveling nordi to south located in the western portion of the Coimty provides access to Point
Reyes National Seashore and other western areas of the Coimty. Highway 37 provides access to Sonoma County
traveling east. The Golden Gate Bridge and the Richmond/San Rafael Bridge provide access to the surrounding Bay
Area communities. Golden Gate Transit, Sonoma County Transit, Red and White Fleet, REDES, Dial-A-Ride
Services and Whistlestop Wheels provide several kinds of local transportation including buses, carpools, vanpools,
seniors and disabled transportation. In addition, ferry service is available from Sausalito, Tiburon and Larkspur
to the downtown financ ia l d is t r i c t o f San Franc isco .

The Marin County Airport (Gnoss Field) is located north of the Novato city limits and provides business
and recreational flying services as well as air charter and flight training. The San Francisco Intemational Airport
is located south of Marin County across the Golden Gate Bridge and provides service to numerous domestic and
in tema t i ona l des t i na t i ons .

E d u c a t i o n

The Novato Unified School District provides education through eight elementary schools, three middle
schools, two high schools and the North Marin Altemative School. Additionally, there is one community college
and three parochial schools.
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A P P E N D I X E

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y

The California Local Government Finance Authority ("CLGFA") is a Joint Powers Agency ("JPA") duly
organized and existing under the laws of the State of California (the "State"). CLGFA was formed pursuant to the
terms of a Joint Exercise of Powers Agreement, dated as of July 1, 1993, (the "Joint Powers Agreement"), and
Government Code Sections 6500-6515 (the "JPA Act"), with the express purpose of issuing bonds and other
obligations to provide fimds for the financing of public capital improvements, working capital, liability and other
insurance and program needs, or projects whenever there are significant public benefits, and to make loans to its
members and other local agencies. The Counties of Amador, Calaveras, Glenn, Inyo, Lassen, Modoc, Mono,
Placer, and Tuolumne and the City of Novato are the current parties to the Joint Powers Agreement.

As of the date of issuance of the Bonds, an officer of CLGFA will execute a certificate to the effect that
there is no controversy or litigation now pending against CLGFA, or to the knowledge of such officer threatened,
restraining or enjoining the issuance, sale, execution or delivery of the Bonds, or in any way contesting or affecting
the validity of the Bonds.

American Government Financial Services Company is serving as the independent financial advisor to the
CLGFA in connec t ion w i th the i ssuance o f the Bonds and Subord ina te Bonds . The fee o f Amer ican Government
Financial Services Company is not contingent upon the issuance of the Bonds.

CLGFA will receive a fee upon the issuance of the Bonds in the amount of $20,000 from the proceeds of
the Bonds to cover its calculated overhead, administrative, staff and Board member's time and other costs
attributable to the Bonds and Subordinate Bonds. CLGFA will receive an annual fee equal to $7,500 from revenues
of the Project for these same purposes commencing with the third year after the issuance of the Bonds.
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A P P E N D I X F

F O R M O F C O N T I N U I N G D I S C L O S U R E A G R E E M E N T

This Continuing Disclosure Agreement (this "Disclosure Agreement") is executed and delivered by PARK
ACQUISmON CORPORATION OF MARIN VALLEY MOBILE COUNTRY CLUB, a CaUfomia nonprofit
mutual benefit corporation (the "PAC"), NOVATO FINANCING AUTHORITY, a California joint powers authority
(the "Authority"), THE REDEVELOPMENT AGENCY OF THE CFTY OF NOVATO, a public body corporate
and politic duly organized and existing under the laws of the State of California (the "Agency"), and FIRST TRUST
OF CALIFORNIA, NATIONAL ASSOCIATION, a national banking association organized and existing under the
laws of the United States of America, in its capacity as Dissemination Agent hereunder and in its capacity as trustee
(the "Trustee") for the holders of the $1,585,000 Subordinate Revenue Bonds, Series 1997B (Marin Valley Mobile
Coimtiy Club Park Acquisition Project), Issued for the Benefit of Novato Financing Authority (California),
Facilitated by the California Local Government Finance Authority (the "Bonds") under the Trust Indenture between
the California Local Government Finance Authority ("CLGFA") and the Trustee, dated as of March 1, 1997 (the
"Indenture"). The PAC, the Authority, the Agency, the Dissemination Agent and the Trustee covenant and agree
as fo l l ows :

Section 1. Purpose of the Disclosure Agreement. This Disclosure Agreement is being executed and
delivered by die PAC, the Authority, the Agency, the Dissemination Agent and the Trustee for the benefit of the
Holders and Benefic ia l Owners o f (be Bonds.

While the Delegation Agreement dated as of March 1, 1997, (the "Delegation Agreement") by and between
the Authority and die PAC is in effect, the PAC, and upon termination of the Delegation Agreement, the Authority
(the party then acting is herein referred to as the "Obligated Party") undertakes to provide the following information
as provided in this Disclosure Agreement:

(1) Project Annual Financial Information;

(2) Project Audited Financial Statements, if any; and

(3) Material Event Notices.

The Agency undertakes to provide Agency Audited Financial Statements as provided in this Disclosure
Agreement.

Section 2. Definitions. In addition to the definitions set forth in the Indenture, which apply to any
capitalized term used in this Disclosure Agreement unless otherwise defined in this Section, the following capitalized
terms shall have the following meanings:

"Agency Audited Financial Statements' means, in the case of the Agency, its annual audited financial
s t a t e m e n t s .

'Beneficial Owners' means any person which has the power, directly or indirectly, to vote or consent with
respect to, or to dispose of ownership of, any Bonds, including persons holding Bonds through nominees or
depositories.

'Dissemination Agent' means First Trust of California, National Association, acting in its capacity as
Dissemination Agent hereunder, or any successor Dissemination Agent designated in writing by the Obligated Party
and which has filed with the Trustee a written acceptance of such designation.

"Holders' means either the registered owners of the Bonds, or, if the Bonds are registered in the name of
The Depository Trust Company or another recognized depository, any applicable participant in its depository
s y s t e m .

„ 'Material Event' means any of the following events with respect to the Bonds:
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(i) Principal and interest payment delinquencies;

(ii) Nonpayment-related Events of Default imder and as defined in the Indenture;

(iii) Unscheduled draws on debt service reserves refiecting financial difficulties;

(iv) Unscheduled draws on credit enhancements reflecting financial difficulties;

(v) Substitution of credit or liquidity providers, or their failure to perform;

(vi) Adverse tax opinions or events affecting the tax-exempt status of the Bonds;

(vii) Modifications to rights of Bondholders;

(viii) Bond calls (other than mandatory sinking fund redemptions);

( ix) Defeasances;

(x) Release, substitution, or sale of property securing repayment of the Bonds; and

(xi) Rating changes.

""Material Event Notice"" means written or electronic notice of a Material Event.

""Project Annual Financial Information"" means, in the case of the Obligated Party, the financial information
or operating data with respect to the Project, provided at least annually, of the type included in Appendix A hereto,
which Annual Financial Information may, but is not required to, include Project Audited Financial Statements, and
which Annual Financial Information will include the then current Loan Payment Schedule in the form attached to
the Loan Agreement as Exhibit B and the information contained in the following sections in the Private Placement
Memorandum relating to the Bonds revised to reflect the prior Fiscal Year's actual results: (i) "THE
PROJECT—General Description" and (ii) "THE REDEVELOPMENT AGENCY OF THE CITY OF NOVATO."
If the document included by reference is a final official statement, it must be available from the Municipal Securities
Rulemaking Board.

""Project Audited Financial Statements"" means, in the case of the Obligated Party, the annual audited
financial statements of the Project, if any.

Section 3. Provision of Annual Reports, (a) While any Bonds are outstanding, the Obligated Party shall,
or shall cause the Dissemination Agent to, provide the Project Annual Financial Information on or before
September 1 of each year (the "Report Date"), beginning on or before September 1, 1998, to each Holder and
Beneficial Owner of the Bonds for which it has actual knowledge of its respective identity and address. If the
Dissemination Agent is to provide the Project Annual Financial Information, not later than 15 Business Days prior
to said date, the Obligated Party shall provide the Project Annual Financial Information to the Dissemination Agent.
The Obligated Party shall include with each such submission of Project Annual Financial Information to the
Dissemination Agent a written representation addressed to the Dissemination Agent, upon which the Dissemination
Agent may conclusively rely, to the effect that the Project Annual Financial Information is the Project Annual
Financial Information required to be provided by it pursuant to this Disclosure Agreement and that it complies with
the applicable requirements of this Disclosure Agreement. In each case, the Project Annual Financial Information
may be submitted as a single document or as a set of documents, and all or any part of such Project Annual
Financial Information may be provided by specific cross-reference to other documents previously provided to the
Holder and Beneficial Owner of the Bonds for which it has actual knowledge of its respective identity and address,
or filed with the Securities and Exchange Commission and, if such a document is a final official statement within
the meaning of the Rule, available from the Municipal Securities Rulemaking Board, as provided in the definition
of Project Annual Financial Information. The Project Audited Financial Statements, if any, may, but are not
required to be, provided as a part of the Project Annual Financial Information.
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(b) If not provided as part of the Project Annual Financial Infonnation, the Obligated Party shall, or,
upon furnishing such Project Audited Financial Statements to the Dissemination Agent, shall cause the Dissemination
Agent to, provide Project Audited Financial Statements when and if available while any Bonds are Outstanding to
each Holder and Beneficial Owner of the Bonds for which it has actual knowledge of its respective identity and
address .

(c) If by 15 Business Days prior to a Report Date the Dissemination Agent has not received a copy
of the Project Annual Financial Information, the Dissemination Agent shall contact the Obligated Party to give notice
that the Dissemination Agent has not received the Project Annual Financial Information and that such information
must be provided to each Holder and Beneficial Owner of the Bonds for which it has actual knowledge of its
respective identity and address by the applicable Report Date.

(d) The Dissemination Agent shall:

(i) determine prior to the Report Date the name and address of each Holder and Beneficial
Owner of the Bonds for which it has actual knowledge of its respective identity and address; and

(ii) to the extent the Obligated Party has provided the Project Annual Financial Information
to the Dissemination Agent, file a report with the Obligated Party certifying that the Annual Financial
Information has been provided by the Dissemination Agent to each Holder and Beneficial Owner of the
Bonds for which it has actual knowledge of its respective identity and address pursuant to this Disclosure
Agreement, stating the date it was provided and listing each Holder and Beneficial Owner of the Bonds for
which it has actual knowledge of its respective identity and address to which it was provided.

(f) If the Dissemination Agent does not receive the Project Annual Financial Information from the
Obligated Party required by clause (a) of this Section by the applicable Report Date, the Dissemination Agent shall,
without further direction or instruction from the Obligated Party, provide in a timely manner to each Holder and
Beneficial Owner of the Bonds for which it has actual knowledge of its respective identity and address notice of any
such failure to provide to the Dissemination Agent Project Annual Financial Information by the applicable Report
Date. For the purposes of determining whether information received from the Obligated Party is Project Annual
Financial Information, the Dissemination Agent shall be entitled conclusively to rely on the written representation
made by the Obligated Party pursuant to this Section.

Section 4. Reporting of Significant Events, (a)(i) If a Material Event occurs while any Bonds are
Outstanding, the Obligated Party shall provide a Material Event Notice in a timely manner to the Dissemination
Agent and instruct the Dissemination Agent to provide such Material Event Notice in a timely manner to the Holders
and Beneficial Owners of the Bonds for which it has actual knowledge of its respective identity and address. Each
Material Event Notice shall be so captioned and shall prominently state the date, title and CUSIP numbers of the
B o n d s .

(ii) The Trustee shall promptly advise the Obligated Party and the Authority if it is not then the
Obligated Party of any Material Event with respect to the Bonds of which the Trustee has actual knowledge. For
purposes of this Disclosure Agreement, "actual knowledge" of such Material Event shall mean knowledge by a
Responsible Officer of the Trustee at the Corporate Trust Office of the existence of such Material Event.

(b) Whenever the Obligated Party obtains knowledge of the occurrence of a Material Event, whether
because of a notice from the Trustee pursuant to subsection (a) or otherwise, the Obligated Party shall as soon as
reasonably possible determine if such event would constitute material information for Bondholders.

(c) If the Obligated Party provides to the Dissemination Agent information relating to the Obligated
Party or the Bonds, which information is not designated as a Material Event Notice, and directs the Dissemination
Agent to provide such information to the Holders and Beneficial Owners of the Bonds, the Dissemination Agent
shall provide such information in a timely manner to the Holders and Beneficial Owners of the Bonds for which
it has actual knowledge of its respective identity and address.

Section 5. Provision of Agency Audited Financial Statements, (a) While any Bonds are outstanding and
the Agency is obligatgdTo pay the Pledge Amoimt imder the Pledge Agreement upon the occurrence of certain
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events, the Agency shall, or shall cause the Dissemination Agent to, provide Agency Audited Financial Statements
on or before February 1 of each year (the "Agency Report Date") beginning on February 1, 1998, to each Holder
and Beneficial Owner of the Bonds for which it has actual knowledge of its respective identity and address. If the
Dissemination Agent is to provide the Agency Audited Financial Statements, not later than 15 Business Days prior
to said date, the Agency shall provide the Agency Audited Financial Statements to the Dissemination Agent.

(b) If by 15 Business Days prior to an Agency Report Date the Dissemination Agent has not received
a copy of the Agency Audited Financial Statements, the Dissemination Agent shall contact the Agency to give notice
that the Dissemination Agent has not received the Agency Audited Financial Statements and that such information
must be provided to each Holder and Beneficial Owner of the Bonds for which it has actual knowledge of its
respective identity and address, by the applicable Agency Report Date.

(c) The Dissemination Agent shall:

(i) determine prior to the Agency Report Date the name and address of each Holder and
Beneficial Owner of the Bonds for which it has actual knowledge of its respective identity and address; and

(ii) to the extent the Agency has provided the Agency Audited Financial Statements to the
Dissemination Agent, file a report with the Agency certifying that the Agency Audited Financial Statements
have been provided by the Dissemination Agent to each Holder and Beneficial Owner of the Bonds for
which it has actual knowledge of its respective identity and address, pursuant to the Disclosure Agreement,
stating the date it was provided and listing each such Holder and Beneficial Owner to which it was
provided.

Section 6. Termination of Reporting Obligation. The PAC's, the Authority's, the Agency's, the
Dissemination Agent's and the Trustee's obligations imder this Disclosure Agreement shall automatically terminate
once the Bonds are no longer outstanding.

Section 7. Dissemination Agent. The Obligated Party may, from time to time, appoint or engage a
Dissemination Agent to assist it in canying out its obligations imder this Disclosure Agreement, and may discharge
any such Dissemination Agent, with or without appointing a successor Dissemination Agent upon notice to the
Dissemination Agent. The Dissemination Agent may resign at any time by providing 30 days' written notice to the
Obligated Party and the Authority if it is not then the Obligated Party. The initial Dissemination Agent shall be
First Trust of California, Nation^ Association.

Section 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure Agreement, the.
PAG, the Authority, the Agency, the Dissemination Agent and the Trustee may amend this Disclosure Agreement
and any provision of this Disclosure Agreement may be waived by the parties hereto, if such amendment or waiver
is approved by a majority of the Holders of the Bonds then outstanding under the Indenture; provided that neither
the Trustee nor the Dissemination Agent shall be obligated to agree to any amendment that modifies the duties or
liabilities of the Dissemination Agent or the Trustee without their respective consent thereto.

Section 9. Additional Information. Nothing in this Disclosure Agreement shall be deemed to prevent the
PAG, the Agency and the Authority from disseminating any other information, using the means of dissemination
set forth in this Disclosure Agreement or any other means of communication, or including any other information
in any Project Annual Financial Information or notice of occurrence of a Material Event, in addition to that which
is required by this Disclosure Agreement. If the PAG, the Agency or the Authority chooses to include any
information in any Project Annual Financial Information or notice of occurrence of a Material Event in addition to
that which is specifically required by this Disclosure Agreement, the PAG, the Agency and the Authority shall have
no obligation under this Disclosure Agreement to update such information or include it in any fiiture Project Annual
Financial Information or notice of occurrence of a Material Event.

Section 10. Default. In the event of a failure of the PAG, the Agency or the Authority, the Dissemination
Agent or the Trustee to comply with any provision of this Disclosure Agreement, the Trustee, at the written
direction of the Holders of at least 25% in aggregate principal amount of Outstanding Bonds, shall, but only to the
extent the Trustee receives indemnification to its satisfaction, or any Beneficial Owner or Holder of any of the
Bonds may seek manda!e~br specific performance by court order, to cause the PAG, the Authority, the Agency,
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the Dissemination Agent or the Trustee, as the case may be, to comply with its obligations under this Disclosure
Agreement; provided that neither the PAC, the Authority, the Agency, the Dissemination Agent nor the Trustee
shall be liable for monetaiy damages or any other monetary penalty or payment for breach of any of its obligations
under this Section unless such breach shall have been willful or recldess. A default under this Disclosure Agreement
shall not be deemed an Event of Default under the Indenture, and the rights and remedies provided by the Indenture
upon the occurrence of an "Event of Default" shall not apply to any such failure. The sole remedy imder this
Disclosure Agreement in the event of any failure of the Authority, the PAC, the Agency, the Dissemination Agent
or the Trustee to comply with this Disclosure Agreement shall be an action to compel performance.

Section 11. Duties^ Immunities and Liabilities of Trustee and Dissemination Agent, Article DC of the
Indenture is hereby made applicable to this Disclosure Agreement as if this Disclosure Agreement were (solely for
this purpose) contained in the Indenture. The Dissemination Agent (if other than the Trustee or the Trustee in its
capacity as Dissemination Agent) and the Trustee shall have only such duties as are specifically set forth in this
Disclosure Agreement, and the PAC agrees to indemnify and save the Dissemination Agent and the Trustee and
their officers, directors, employees and agents harmless against any loss, expense and liabilities which they may
incur arising out of or in the exercise or performance of their powers and duties hereunder, including the costs and
expenses (including attorneys' fees) of defending against any claim of liability, but excluding liabilities due to the
Dissemination Agent's or Trustee's respective negligence or willful misconduct. The Dissemination Agent shall
be paid compensation by the Obligated Party for its services provided hereunder and all expenses, legal fees and
advances made or incurred by the Dissemination Agent hereunder. The Dissemination Agent shall have no duty
or obligation to review any information provided to it by the Obligated Party or the Agency hereunder and shall
not be deemed to be acting in a fiduciary capacity for the Obligated Party, the Agency, the Holders or Beneficial
Owners of the Bonds or any other party. The obligations of the Obligâ  Party under this Section shall survive
resignation or removal of the Dissemination Agent or Trustee and payment of the Bonds.

Section 12. Beneficiaries, This Disclosure Agreement shall inure solely to the benefit of the PAC, the
Authority, the Agency, the Trustee, the Dissemination Agent, CLGFA and the Beneficial Owners and Holders of
any Bonds and shall create no rights in any other person or entity.

Section 13. Conduit Facilitator, All parties hereto recognize and agree that CLGFA is acting in the
transactions contemplated herein solely in a conduit facilitating role to assist the substantive parties in achieving their
goals; CLGFA is not a substantive party to such transaction; and CLGFA's agreements and obligations hereunder
are solely for the purpose of passing through funds and substantive agreements and obligations of such substantive
parties.

Section 14. Governing Law, This Disclosure Agreement shall be governed by the laws of the State of
C a l i f o r n i a .
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Section 15. Counteiparts. This Disclosure Agreement may be executed in several counterparts, each of
which shall be an original and all of which shall constitute but one and the same instrument.

Dated as of: March 1, 1997

N O V A T O F I N A N C I N G A U T H O R I T Y

B y _
T i t l e

PARK ACQUISmON CORPORATION OFMARIN
V A L L E Y M O B I L E C O U N T R Y C L U B

B y
T i t l e

R E D E V E L O P M E N T A G E N C Y O F T H E C I T Y O F
N O V A T O

By
Title

F I R S T T R U S T O F C A U F O R N I A , N AT I O N A L
ASSOCIATION, as Trustee and as Dissemination
Agent

By
Ti t l e



A P P E N D I X A

A N N U A L D I S C L O S U R E R E P O R T

$1,585,000
Subordinate Revenue Bonds, Series 1997B

(Marin Valley Mobile Country Club Park Acquisition Project)
Issued fo r the Benefit o f

Novato Financing Authority (California)
Facilitated by the

California Local Government Finance Authority

Report For Period Ending

T H E P R O J E C T

N a m e :

A d d r e s s :

O c c u p a n c v

Number of Spaces
Number of Spaces Occupied as of Report Date

Rental Rates

Average

R E N T A L I N C O M E

O T H E R R E V E N U E
To t a l R e v e n u e

E X P E N S E S
Salaries and Wages
Employee Benefits
Pro fess iona l Serv ices

Supplies and Other
Depreciation and Amortization
Interest Expense
Total Expense

Gain (loss) From Operations

N O N O P E R A T I N G G A I N S
^ I n t e r e s t I n c o m e

_ _ _ _ _



E X P E N S E S I N E X C E S S O F
R E V E N U E A N D G A I N S

A D D B A C K :

Depreciation and Amortization
Interest Expense

N E T O P E R A T I N G I N C O M E
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$15,485,000
SENIOR REVENUE BONDS, SERIES 1997A

(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)
Issued for the Benefit of the

NOVATO FINANCING AUTHORITY (CALIFORNIA)
Facilitated by the

California Local Government Finance Authority

P U R C H A S E C O N T R A C T

March 10, 1997

Novato Financing Authority
Novate, CA

Ladies and Gentlemen;

The undersigned, Sutro & Co. Incorporated, on behalf of itself and George K. Baum &
Company (collectively, the "Underwriter"), offers to enter into this Purchase Contract with the
Novato Financing Authority (the "Owner"). Upon execution of this Purchase Contract by the
Underwriter and the Owner, and upon execution of Appendix B by the Park Acquisition
Corporation of Marin Valley Mobile Country Club (the "PAC") and Appendix C by the
California Local Government Finance Authority ("CLGFA"), this Purchase Contract will be
binding upon the Underwriter and the Owner. This offer for the purchase of $15,485,000 of
aggregate principal amount of Senior Revenue Bonds, Series 1997A (Marin Valley Mobile
Country Club Park Acquisition Project), Issued for the Benefit of the Novato Financing
Authority (California), Facilitated by the California Local Government Finance Authority (the
"Senior Bonds"), is made subject to the Owner's written acceptance of this Purchase Contract
at or before 11:59 P.M., California time, on the date set forth above or on such later date as
the Underwriter may agree and, if not so accepted, will be subject to withdrawal by the
Underwriter upon notice delivered to the Owner at any time prior to the acceptance hereof by
the Owner. Simultaneously with the issuance of the Senior Bonds, $1,585,000 aggregate
principal amount of Subordinate Revenue Bonds, Series 1997B (Marin Valley Mobile Country
Club Park Acquisition Project), Issued for the Benefit of the Novato Financing Authority
(California), Facilitated by the California Local Government Finance Authority (the "Subordinate
Bonds" and with the Senior Bonds, the "Bonds") will be issued. Terms not otherwise defined
in this Purchase Contract shall have the same meanings set forth in the Trust Indenture dated as
of March 1, 1997 (the "Indenture"), by and between CLGFA and First Trust of California,
National Association, as trustee (the "Trustee"), or, if not defined therein, as defined in the
Offering Statement (as defined herein).

Section 1. Purchase, Sale and Delivery of the Senior Bonds. Upon the terms and
conditions and in reliance upon the representations, warranties and agreements contained herein
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and in the Letter of Representation dated the date hereof and attached hereto as Appendix B,
executed and delivered by the PAC (the "PAC Letter of Representation"), and the Letter of
Representation dated the date hereof and attached hereto as Appendix C, executed and delivered
by CLGFA (the "CLGFA Letter of Representation"), but subject to the terms and conditions
herein set forth, the Authority and the PAC will cause CLGFA to execute and deliver
$15,485,000 aggregate principal amoimt of the Senior Bonds and the Underwriter agrees to
purchase said Senior Bonds maturing in the principal amounts and at the dates and bearing
interest as set forth on Appendix A attached hereto for offering to the public, at an aggregate
purchase price of $15,340,013.75 (representing $15,485,000 aggregate principal amount of the
Senior Bonds less the Underwriter's discount of $116,137.50 and less an original issue discount
of $28,848.75), plus accrued interest thereon (such payment and delivery and the other actions
contemplated hereby to take place at the time of such payment and delivery being herein
sometimes called the "Closing").

Section 2. The Senior Bonds. The Senior Bonds shall be substantially in the form
described in, shall be issued and secured under the provisions of, and shall be payable as
provided in the Indenture. The principal of, premium, if any, and interest on the Senior Bonds
shall be payable as provided in the Indenture and the Offering Statement. The Senior Bonds are
being issued for the purposes set forth in the Offering Statement, including the making of a loan
to the Owner for the acquisition and improvement of the Marin Valley Mobile Country Club
Park (the "Project"), a 315-space mobile home park located in the City of Novato, California
(the "City"). The proceeds of the Senior Bonds, together with the proceeds of the Subordinate
Bonds, are being loaned by CLGFA to the Owner pursuant to a Î an Agreement dated as of
March 1, 1997 (the "Loan Agreement") by and between CLGFA, the Owner and the PAC. The
Owner is purchasing the Project from the owner thereof pursuant to the terms of an Agreement
for Exchange of Real Property, as amended (the "Purchase Agreement"). The Owner is also
entering into the Marin Valley Mobile Country Club Park Delegation Agreement dated as of
March 1, 1997 (the "Delegation Agreement") with the PAC pursuant to which the PAC has
agreed to perform certain duties and obligations related to the Project. The Project will be
managed by Storz Management Company, Inc. (the "Property Manager"), pursuant to the terms
of the Management Agreement dated as of March 1, 1997 (the "Management Agreement") by
and between the PAC and the Property Manager. As additional security for the payment of the
Senior Bonds, the Owner is conveying a first lien on and security interest in the Project to the
Trustee pursuant to a Deed of Trust, Assignment of Leases and Rents, Security Agreement and
Fixture Filing dated as of March 1, 1997 (the "Mortgage") by and among the Owner, the
Trustee and Consolidated Title Services Inc. In consideration for the Owner's purchase of the
Project with a portion of the proceeds of the Senior Bonds, the PAC, the Owner and the City
will enter into an In-Lieu-Of-Tax Agreement dated as of March 1, 1997 (the "In-Lieu-Of-Tax
Agreement") whereby the Owner will make in-lieu-of-tax payments to the City. In connection
with the issuance of the Bonds, the PAC will be entering into a Deposit Only Account
Agreement, dated as of March 1, 1997 (the "Deposit Only Agreement"), with the Property
Manager, Bank of Marin and the Trustee. The scheduled payment of the principal and interest
on the Senior Bonds when due will be guaranteed under a municipal bond insurance policy (the
"Policy") to be issued by Financial Security Assurance Inc. ("Financial Security"). Financial
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^ Security, the Owner and the PAC will enter into an Insurance and Indemnity Agreement dated
as of March 1, 1997 (the "Insurance Agreement") which sets forth the conditions precedent to
the issuance of the Policy. To induce Financial Security to issue the Policy, the Owner and the
Agency will enter into an Indenmity Agreement, dated as of March 1, 1997 (the "Indemnity
Agreement"), with Financial Security. With respect to the issuance of the Subordinate Bonds,
the Redevelopment Agency of the City of Novato (the "Agency") with enter into the Housing
Assistance Pledge Agreement and Declaration of Restrictive Covenants dated as of March 1,
1997 (the "Pledge Agreement") with the Owner and the PAC. The Indenmre, the Loan
Agreement, the Management Agreement, the Delegation Agreement, the Mortgage, the
Insurance Agreement, the In-Lieu-Of-Tax Agreement, the Deposit Only Agreement, the Pledge
Agreement, the Indemnity Agreement and this Purchase Contract are hereinafter collectively
referred to as the "Bond Documents."

Section 3. Public Offering. The Underwriter agrees to make a bona fide public offering
of all of the Senior Bonds at a price, with respect to the Senior Bonds, not to exceed the public
offering price set forth on the cover of the Offering Statement, plus accrued interest, and may
subsequently change such offering price without any requirement of prior notice. The
Underwriter may offer and sell the Senior Bonds to certain dealers (including dealers depositing
Senior Bonds into investment trusts) and others at prices lower than the public offering price
stated on the cover of the Offering Statement.

Section 4. The Offering Statement.

(a) The Preliminary Offering Statement dated March 5, 1997, including the
cover page and Appendices thereto, relating to the Senior Bonds (the "Preliminary
Offering Statement"), as amended to conform to the terms of this Purchase Contract and
with changes and amendments to the date hereof as have been mutually agreed to by the
Owner and the Underwriter, is referred to herein as the "Offering Statement."

(b) The Preliminary Offering Statement has been prepared for use in
connection with the public offering, sale and distribution of the Senior Bonds by the
Underwriter. The Owner hereby represents and warrants that the Preliminary Offering
Statement delivered to the Underwriter is deemed final by the Owner as of the date
thereof, except for the omission of such information which is dependent upon the final
pricing of the Senior Bonds for completion, all as permitted to be excluded by Rule 15c2-
12 under the Securities Exchange Act of 1934, as amended ("Rule 15c2-12"). A form
of the Offering Statement, dated the date hereof, marked to show changes to the
Preliminary Offering Statement is delivered herewith.

(c) As soon as practicable after the date hereof, and in any event within seven
business days after the acceptance of this Purchase Contract by the Owner and, in the
event the date of Closing is less than seven business days following the date hereof, upon
request of the Underwriter, the Owner shall deliver or cause to be delivered to the
Underwriter, without charge, in sufficient time to accompany any confirmation requesting
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payment from any customers of the Underwriter, a reasonable number of copies of the
final Offering Statement relating to the Senior Bonds, which will be determined by an
officer duly authorized by the Owner to be a final Offering Statement for purposes of
R u l e 1 5 c 2 - 1 2 .

(d) The Owner ratifies the use of the Preliminary Offering Statement and
authorizes the Offering Statement to be used in connection with the offering of the Senior
B o n d s .

(e) If, after the date of this Purchase Contract to and including the date the
Underwriter is no longer required to provide an Offering Statement to potential customers
who request the same pursuant to Rule 15c2-12 (the earlier of (i) 90 days from the "end
of the underwriting period" (as defined in Rule 15c2-12) and (ii) the time when the
Offering Statement is available to any person from a nationally recognized municipal
securities repository, but in no case less than 25 days after the "end of the underwriting
period" for the Senior Bonds), the Owner becomes aware of any fact or event which
might or would cause the Offering Statement, as then supplemented or amended, to
contain any untrue statement of a material fact or to omit to state a material fact required
to be stated therein or necessary to make the statements therein, in light of the
circumstances when the Offering Statement is delivered to a purchaser, not misleading,
or if it is necessary to amend or supplement the Offering Statement to comply with the
law, the Owner will promptly notify the Underwriter (and for the purposes of this clause
provide the Underwriter with such information as it may from time to time request), and
if, in the opinion of the Underwriter, such fact or event requires preparation and
publication of a supplement or amendment to the Offering Statement, the Owner will
forthwith prepare and furnish, at the expense of the Owner (in a form and manner
approved by the Underwriter), a reasonable number of copies of either amendments or
supplements to the Offering Statement so that the statements in the Offering Statement
as so amended and supplemented will not, in light of the circumstances when the
Offering Statement is delivered to a purchaser,, be misleading or so that the Offering
Statement will comply with the law. If such notification shall be subsequent to the
Closing, the Owner shall furnish such legal opinions, certificates, instruments and other
documents as the Underwriter may deem necessary to evidence the truth and accuracy
of such supplement or amendment to the Offering Statement.

(f) The Owner and the PAG will undertake, with respect tp the Senior Bonds
and pursuant to a Continuing Disclosure Agreement, dated as of March 1, 1997 (the
"Senior Disclosure Agreement"), by and among the Owner, the PAC and First Trust of
California, National Association (the "Dissemination Agent"), to provide certain annual
financial information and notices of the occurrence of certain events, if material. A
description of the undertaking is set forth in the Preliminary Offering Statement and will
also be set forth in the Offering Statement.
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(g) The Owner, the Agency and the PAC will undertake, with respect to the
Subordinate Bonds and pursuant to a Continuing Disclosure Agreement, dated as of
March 1, 1997 (the "Subordinate Disclosure Agreement," and, together with the Senior
Disclosure Agreement, the "Disclosure Agreements"), by and among the Owner, the
PAC, the Agency and the Dissemination Agent, to provide certain aimual financial
information and notices of the occurrence of certain events, if material. A description
of the undertaking is set forth in the Preliminary Private Placement Memorandum and
will also be set forth in the Private Placement Memorandum.

Section 5. [Reserved\.

Section 6. Representations, Warranties and Agreements of the Owner. The Owner
represents and warrants to and agrees with the Underwriter that:

(a) The Owner is, and will be at the Closing Date, duly organized and validly
existing as a joint exercise of powers authority of the State of California under the
Constitution and laws thereof and has, and at the Closing Date will have, full legal right,
power and authority, under the Joint Exercise of Powers Agreement dated October 15,
1996, as amended on November 4, 1996 (the "JPA Agreement"), between the City of
Novato (the "City") and the Redevelopment Agency of the City of Novato (the
"Agency"), its other organizational documents and otherwise, (i) to enter into the Bond
Documents to which it is a party, the Disclosure Agreements, the Capital Improvements
Agreement, dated as of the Closing Date (the "Capital Improvements Agreement"), by
and between the Owner and the PAC, and the Premium Letter dated the Closing Date,
by and between the Owner and Financial Security (the "Owner Documents") (ii) to adopt
Resolution No. 97-1 dated February 21, 1997 (the "Owner Resolution") authorizing the
issuance of the Senior Bonds and the execution and delivery of the Owner Documents,
and (iii) to carry out, give effect to and consummate the transactions contemplated by
the Owner Documents, the Offering Statement, the Owner Resolution and any Owner
resolutions or agreements referred to therein.

(b) The Owner has complied, and will at the Closing Date be in compliance,
with all applicable laws and the documents referred to in subsection (a) hereof.

(c) The Owner has, or prior to the Closing Date, will have, duly and validly
taken all official action necessary to: (i) duly adopt the Owner Resolution, (ii) approve
and authorize the execution and delivery of the Owner Documents, the Offering
Statement and any other applicable agreements; and (iii) authorize and approve the
performance by the Owner of its obligations contained in, and the taking of any and all
action as may be necessary to carry out, give effect to and consummate the transactions
contemplated by, each of said documents.

(d) The Owner Documents conform to the descriptions thereof set forth in the
Offering Statement; and the Senior Bonds, when delivered to and paid for by the
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Underwriter at the Closing in accordance with the provisions hereof, and (assuming due
authorization, execution and delivery by the respective other parties thereto, where
necessary) the Owner Documents, and all other applicable agreements will constitute the
valid, legal and binding obligations of the Owner, enforceable in accordance with then-
respective terms, subject to bankruptcy, insolvency and other laws affecting the
enforcement of creditors' rights in general and to the application of equitable principles
if equitable remedies are sought; and the Senior Bonds will be entitled to all of the
benefits and seciuity of the Indenture.

(e) To the best knowledge of the Owner, the Owner is not, and at the Closing
Date will not be, in any respect material to the transactions referred to herein or
contemplated hereby, in breach of or default under any law or administrative rule or
regulation of the State of California, the United States of America, or of any department,
division, agency or instrumentality of either thereof, or any applicable court or
administrative decree or order, or any loan agreement, note, resolution, indenture,
contract, agreement or other instmment to which the Owner is a party or is otherwise
subject or bound.

(f) The adoption of the Owner Resolution and the execution and delivery of
the Owner Documents and all other applicable agreements and the other instruments
contemplated by any of such documents to which the Owner is a party, and compliance
with the provisions of each thereof, will not, in any respect material to the transactions
referred to herein or contemplated hereby, conflict with or constitute a breach of or
default imder any applicable law or administrative rule or regulation of the State of
California, the United States of America, or of any department, division, agency or
instrumentality of either thereof, or any applicable court or administrative decree or
order, the JPA Agreement or any loan agreement, note, resolution, indenture, contract,
agreement or other instrument to which the Owner is a party or is otherwise subject or
b o u n d .

(g) To the best knowledge of the Owner, all approvals, consents,
authorizations, elections and orders of or filings or registrations with any governmental
authority, board, agency or commission having jurisdiction which would constitute a
condition precedent to, or the absence of which would materially adversely affect, the
performance by the Owner of its obligations hereunder and under the Owner Documents,
the Owner Resolution and all other applicable agreements have been obtained or will be
obtained prior to the Closing.

(h) To the best knowledge of the Owner, the Indenture creates for the benefit
of the owners from time to time of the Senior Bonds a valid pledge of, lien upon and
security interest in the Revenues (as defined in the Indenture) pledged thereby, subject
in all cases to the provisions of the Indenmre permitting the application thereof for the
purposes and on the terms and conditions set forth therein.
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(i) No action, suit, proceeding, inquiry or investigation, at law or in equity,
before or by any court, regulatory agency, or public board or body is pending or, to the
best knowledge of the Owner, threatened, in any way affecting the existence of the
Owner or the titles of its officers to their respective offices or seeking to restrain or to
enjoin the issuance, sale or delivery of the Senior Bonds, the application of the proceeds
thereof in accordance with the Indenture, the collection or application of any moneys or
revenues pledged or to be pledged to pay the principal of and interest on the Senior
Bonds, or the pledge thereof, or in any way contesting or affecting the validity or
enforceability of the Senior Bonds, the JPA Agreement, the Owner Documents, the
Owner Resolution, any other applicable agreements, or any action of the Owner
contemplated by any of said documents, or in any way contesting the completeness or
accuracy of the Offering Statement or the powers of the Owner or its authority with
respect to the Senior Bonds, the Owner Documents, the Owner Resolution, any other
applicable agreements, or which would adversely affect the exclusion from gross income
for federal income tax purposes of interest paid on the Senior Bonds or the exemption
thereof from California personal income taxation; nor to the best knowledge of the
Owner, is there any basis therefor.

(j) The Owner will furnish such information, execute such instruments and
take such other action in cooperation with the Underwriter as the Underwriter may
reasonably request to qualify the Senior Bonds for offer and sale under the "blue sky"
or other securities laws and regulations of such states and other jurisdictions of the
United States as the Underwriter may designate and will assist, if necessary, in the
continuation of such qualifications in effect as long as required for the distribution of the
Senior Bonds; provided, however, that the Owner shall not be required to consent to
service of process outside of California.

(k) The Owner will not apply the proceeds of the Senior Bonds to any purpose
other than the purposes described in the Indenmre and all other applicable documents and
as described in the Offering Statement, provided that this paragraph shall not be
construed to prevent either the temporary investment of bond proceeds or the use thereof
to redeem Senior Bonds as provided for in the Indenture.

(1) The Owner will not use or invest proceeds of the Senior Bonds in any
manner which would cause the Senior Bonds to be considered arbitrage bonds within the
meaning of Section 148 of the Internal Revenue Code of 1986.

(m) The Owner will take any action reasonably necessary to assure or maintain
the exclusion firom gross income for purposes of federal income taxes of interest on the
Senior Bonds and will not take any action, or permit any action to be taken with respect
to which it may exercise control, which would result in the loss of such exclusion.
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(n) Any certificate signed by any official of the Owner authorized to do so
shall be deemed a representation and warranty by the Owner to the Underwriter as to the
statements made therein.

(o) The Owner covenants and agrees to enter into the Disclosure Agreement
on or before the date of delivery of the Senior Bonds with such changes as may be
agreed to in writing by the Underwriter and which shall not be unreasonably withheld.

(p) The Owner agrees that all representations, warranties and covenants made
by the Owner herein, and in certificates, agreements or other instruments delivered
pursuant hereto or in connection herewith, shall be deemed to have been relied upon by
the Underwriter, and that all representations, warranties and covenants made by the
Owner herein and therein and all the Underwriter's rights hereunder and thereunder shall
survive the delivery of the Senior Bonds.

Section 7. Termination. The Underwriter may terminate its obligations hereunder by
written notice to the Owner if, at any time subsequent to the date hereof and on or prior to the
Closing Date:

(a) legislation shall be enacted or any action shall be taken by the Securities
and Exchange Commission which, in the reasonable opinion of counsel to the
Underwriter has the effect of requiring the offer or sale of the Bonds to be registered
under the Securities Act of 1933 or the Indenture to be qualified as an indenture under
the Trust Indenture Act of 1939 or any event shall have occurred or shall exist which,
in the reasonable judgment of the Underwriter, makes untrue or incorrect in any material
respect any statement or information contained in the Offering Statement or is not
reflected in the Offering Statement but should be reflected therein in order to make the
statements or information contained therein, in light of the circumstances under which
such statements were made, not misleading in any material respect; or

(b) (i) in the reasonable judgment of the Underwriter, the market price of the
Bonds is adversely affected because: (A) additional material restrictions not in force as
of the effective date hereof shall have been imposed upon trading in securities generally
by any governmental authority or by any national securities exchange; (B) the New York
Stock Exchange or other national securities exchange, or any governmental authority,
shall impose, as to the Bonds or similar obligations, any material restrictions not now in
force, or increase materially those now in force, with respect to the extension of credit
by, or the charge to the net capital requirements of, underwriters; (C) a general banking
moratorium shall have been established by federal. New York or California authorities;
or (D) a war involving the United States of America shall have been declared, or any
other national or international calamity shall have occurred (economic or otherwise), or
any conflict involving the armed forces of the United States of America shall have
escalated to such a magnitude as to materially affect the ability of the Underwriter to sell
the Senior Bonds in the secondary market; (ii) there shall have occurred any material
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^ change, or any other event which in the opinion of the Underwriter materially adversely
affects the Underwriter's ability to sell the Senior Bonds in the secondary market, or any
material development involving a prospective change in, or affecting particularly the
economy of the State, generally or the mortgage market in the general area of the State,
which, in the reasonable judgment of the Underwriter materially impairs the investment
quality of the Senior Bonds or the ability of the Underwriter to sell the Senior Bonds in
the secondary market; or (iii) any litigation shall be instituted, pending or threatened to
restrain or enjoin the issuance, sale or delivery of the Bonds or in any way contesting or
affecting any authority for or the validity of the Bonds, any of the proceedings of
CLGFA or the Owner taken with respect to the issuance or sale thereof, the pledge or
application of any moneys or securities provided for the payment of the Bonds or the
existence or powers of CLGFA, the Agency or the Owner; or

(c) there shall have occmred any change which, in the reasonable judgment
of the Underwriter, makes unreasonable or unreliable any of the assumptions upon which
payment of debt service on the Bonds is predicated.

Section 8. Closing.

(a) At 8:00 a.m. California time, on March 13, 1997, or at such other time
and date as shall have been mutually agreed upon by the Owner and the Underwriter (the
"Closing"), the Owner will cause the Trustee to deliver, or cause to be delivered, subject
to the terms and conditions hereof, the Senior Bonds in accordance with paragraph (b)
below, duly executed in accordance with the Indenture and the other documents
hereinafter mentioned, and the Underwriter will, subject to the terms and conditions
hereof, accept such delivery and pay the purchase price of the Senior Bonds as set forth
in Section 2 of this Purchase Contract by wire transfer of inunediately available funds
to the order of the Trustee. Payment for the Senior Bonds as aforesaid, shall be made
at the offices of Nossaman, Guthner, Knox & Elliott in San Francisco, California, as
Owner Counsel, or such other place as shall have been mutually agreed upon by the
Owner and the Underwriter.

(b) Delivery of the Senior Bonds shall be made to The Depository Trust
Company, in New York, New York. The Senior Bonds shall be delivered in definitive
fully registered form, bearing CUSIP numbers without coupons, all as provided in the
Indenture and in such amounts as the Underwriter may request not less than two business
days prior to the Closing, and shall be made available to the Underwriter at least one
business day before the Closing for purposes of inspection.

Section 9. Closing Conditions. The Underwriter has entered into this Purchase Contract
in reliance upon the representations, warranties and agreements of the Owner contained herein
and in reliance upon the respective representations, warranties and agreements of the PAC and
CLGFA contained in the PAC Letter of Representation and the CLGFA Letter of
Representation, respectively, and in reliance upon the representations, warranties and agreements



^ to be contained in the documents and instruments to be delivered at the Closing and upon the
performance by the Owner of its obligations hereunder and the performance by the PAC and
CLGFA of their respective obligations contained in the PAC Letter of Representation and the
CLGFA Letter of Representation, respectively, and under such documents and instruments at
or prior to the Closing, both as of the date hereof and as of the date of the Closing.
Accordingly, the Underwriter's obligations imder this Purchase Contract to purchase, to accept
delivery of and to pay for the Senior Bonds shall be conditioned upon the performance by the
Owner of its obligations to be performed hereunder and under such documents and instruments
at or prior to the Closing, and the performance by the PAC and CLGFA of their respective
obligations contained in the PAC Letter of Representation and CLGFA Letter of Representation,
respectively, and under such documents and instruments at or prior to the Closing, and shall also
be subject to the following additional conditions, including the delivery by the Owner of such
documents as are enumerated herein, in form and substance reasonably satisfactory to the
Underwr i t e r :

(a) The representations and warranties of the Owner contained herein shall be
true, complete and correct on the date hereof and on and as of the date of the Closing,
as if made on the date of the Closing;

(b) The Owner shall have performed and complied with all agreements and
conditions required by this Purchase Contract to be performed or complied with by it
prior to or at the Closing;

(c) The representations and warranties of the PAC and CLGFA contained in
the PAC Letter of Representation and the CLGFA Letter of Representation, respectively,
shall be true, complete and correct on the date hereof and on and as of the date of the
Closing, as if made on the date of the Closing;

(d) At the time of the Closing, (i) the Bond Resolution and the Owner
Resolution shall be in full force and effect in the form heretofore approved by the
Underwriter and shall not have been amended, modified or supplemented, and the
Offering Statement and the Private Placement Memorandmn dated March 12, 1997 with
respect to the Subordinate Bonds (the "Private Placement Memorandum") shall not have
been supplemented or amended, except in any such case as may have been agreed to by
the Underwriter; (ii) the net proceeds of the sale of the Bonds shall be deposited and
applied as described in the Offering Statement and in the Indenture; and (iii) all actions
of CLGFA and the Owner required to be taken by them shall be performed in order for
Bond Counsel to deliver their respective opinions referred to hereafter;

(e) At the time of the Closing, all official action of CLGFA and the Owner,
relating to the Bonds, the Offering Statement, the Private Placement Memorandum, the
Bond Resolution, the Owner Resolution, the Bond Documents and the Disclosure
Agreement shall be in full force and effect and shall not have been amended, modified
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or supplemented, and the Underwriter shall have received, in appropriate form, evidence
thereof;

(f) At or prior to the Closing, the Offering Statement, the Private Placement
Memorandum, the Bond Docmnents and the Disclosure Agreement shall have been duly
executed and delivered by the parties thereto, CLGFA shall have duly adopted the Bond
Resolution and duly executed the Bonds and the Owner shall have duly adopted the
Owner Resolution;

(g) At the time of the Closing, the Trustee shall deliver the Bonds in
accordance with the requirements hereof;

(h) The Owner shall not have failed to pay principal or interest when due on
any of its outstanding obligations for borrowed money, or have failed to pay or remit
lease payments under a financing lease structure, where such failure to remit or pay is
material in amount, or relates to a material obligation of the Owner or is material relative
to the Owner's financial position;

(i) All steps to be taken and all instruments and other documents to be
executed, and all other legal matters in connection with the transactions contemplated by
this Purchase Contract shall be reasonably satisfactory in legal form and effect to the
Underwriter;

(j) At or prior to the Closing, the Underwriter shall have received copies of
each of the following documents:

(i) The Offering Statement and the Private Placement Memorandmn,
and each supplement or amendment thereto, if any, executed on behalf of the
Owner by its authorized signatory, as may have been agreed to by the
Underwriter, the reports and audits, if any, referred to or appearing in the
Offering Statement and the Private Placement Memorandum, and consents to the
inclusion of references in the Offering Statement and Private Placement
Memorandum to such reports and audits;

(ii) The Bond Resolution and the Owner Resolution, having been duly
adopted by CLGFA and the Owner, respectively, as being in full force and effect,
with such supplements or amendments as may have been agreed to by the
Underwriter;

(iii) Executed copies of the Bond Documents and the Disclosure
Agreement;

(iv) An Appraisal Report of the Project dated November 1, 1996, which
appraisal shall not have been amended without the approval of the Underwriter;
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(v) A copy of the Phase I Enviroranental Assessment prepared by
Dames & Moore, which report shall not have been amended without the approval
of the Underwriter;

(vi) A copy of a mortgagee's title insurance policy or mortgagee's title
insurance binder or commitment to issue a title insurance policy, in standard
ALTA form B-1970, as to the Project, including any necessary zoning
endorsement, insuring the Trustee as mortgagee against title losses with respect
to the Project, in an amount equal to the original aggregate face amount of the
Bonds issued by a company authorized to issue the same and acceptable to the
Underwriter and making reference to no liens or encumbrances that are not
acceptable to the Underwriter and containing no exceptions that are not acceptable
to the Underwriter.

(vii) A letter from an insurance advisor to the PAC, dated as of the
Closing and addressed to the Trustee and the Underwriter, to the effect that as of
the date thereof the PAC is in compliance with all of the insurance requirements
set forth in the Bond Documents;

(viii) The approving opinions of Bond Counsel, dated as of the Closing
and addressed to CLGFA, Financial Security, the Owner and the PAC, in
substantially the form set forth in Appendix B of the Offering Statement with
respect to the Senior Bonds and in substantially the form set forth in Appendix
B of the Private Placement Memorandum with respect to the Subordinate Bonds,
and a letter addressed to the Underwriter from Bond Counsel allowing the
Underwriter to rely on said approving opinions;

(ix) A supplemental opinion of Bond Counsel, dated as of the Closing
and addressed to the Underwriter, Financial Security and CLGFA, to the effect
t h a t :

(A) CLGFA has full right and lawful authority to enter into and
perform the Indenture and Loan Agreement, and the Indenture and the
Loan Agreement have been duly authorized, executed and delivered by
CLGFA, and assuming due authorization, execution, and delivery by the
other parties thereto, constitute valid and legally binding obligations of
CLGFA, enforceable in accordance with their terms, except as the same
may be limited by bankruptcy, insolvency, reorganization, moratorium or
other laws relating to or affecting generally the enforcement of creditors'
rights and by the application of equitable principles if equitable remedies
are sought;

(B) The statements contained in the Offering Statement under
the captions entit led "INTRODUCTORY STATEMENT," "THE
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BONDS" (except information relating to The Depository Trust Company),
"SECURITY FOR THE BONDS," "SUMMARY OF THE RENT
ADJUSTMENT ORDINANCE," "RISK FACTORS," "TAX MATTERS,
"APPENDIX A," "APPENDIX B" and "APPENDIX C insofar as such
statements purport to summarize certain provisions of the Senior Bonds,
the Rent Adjustment Ordinance, the Indenture, the Loan Agreement, the
Pledge Agreement, the approving opinion of Bond Counsel and the
Disclosure Agreement are accurate in all material respects;

(C) The statements contained in the Private Placement
Memorandum under the captions entitled "INTRODUCTORY
STATEMENT," "THE BONDS" (except information relating to The
Depository Trust Company), "SECURITY FOR THE BONDS,"
"SUMMARY OF THE RENT ADJUSTMENT ORDINANCE," "RISK
FACTORS," "TAXMATTERS," "APPENDIX A," "APPENDDCB" and
"APPENDIX C" insofar as such statements purport to summarize certain
provisions of the Subordinate Bonds, the Rent Adjustment Ordinance, the
Indenture, the Loan Agreement, the Pledge Agreement, the approving
opinion of Bond Counsel and the Disclosure Agreement are accurate in all
material respects;

(D) The Bonds are exempt from registration pursuant to Section
3(a)(2) of the Securities Act of 1933, as amended, and the Indenture is
exempt from qualifrcation pursuant to the Trust Indenture Act of 1939, as
amended; and

(E) If the purchaser of the Project and the borrower under the
Loan Agreement was an organization described in Section 501(c)(3) of the
Internal Revenue Code of 1986, as amended (the "Code") and exempt
from federal income tax under Section 501(a) of the Code, assuming such
borrower has assumed all obligations, duties and representations made by
the Owner and the PAC under the Loan Agreement and the Tax
Compliance Certificate, on the date hereof the Bonds would constitute
qualified 501(c)(3) bonds under the Code and the interest on the Bonds
would not be includable in the gross income of the owners of the Bonds
for purposes of federal income taxation and interest on the Bonds would
be exempt from State of California personal income taxes;

(x) An opinion of counsel to the Trustee, addressed to the Underwriter,
CLGFA, the Owner, Financial Security, the Agency and the PAC and dated as
of the Closing to the effect that:

(A) the Trustee has been duly organized and is validly existing
in good standing as a national banking association under the laws of the



United States of America with full corporate power to undertake the trusts
of the Indenture and to enter into the Indenture, the Mortgage, the Deposit
Only Agreement and the Disclosure Agreements;

(B) the Trustee has duly authorized, executed and delivered the
Indenmre, the Mortgage, the Deposit Only Agreement and the Disclosure
Agreements and by all proper corporate action has authorized the
acceptance of the trusts of the Indenture;

(C) assuming the corporate power and legal authority of, and
the due authorization, execution and delivery by the other parties thereto,
the Indenture, the Deposit Only Agreement and the Disclosure
Agreements constitute valid and binding agreements of the Trustee
enforceable against the Trustee in accordance with their terms, except as
enforcement may be limited by bankruptcy, insolvency, moratorium or
other similar laws, or equitable principles relating to or limiting creditors'
rights generally;

(D) the Bonds have been validly authenticated and delivered by
the Trustee;

(E) no authorization, approval, consent or other order of any
governmental agency or, to such counsel's knowledge, any other person
or corporation is required for the valid authorization, execution and
delivery of the Indenture, the Mortgage, the Deposit Only Agreement and
the Disclosure Agreements by the Trustee or the authentication of the
Bonds (except that such counsel need express no view as to federal or
state securities laws); and

(F) to the best of such counsel's knowledge there is no action,
suit, proceeding or investigation at law or in equity before or by any
court, public board or body pending or threatened against or affecting the
Trustee to restrain or enjoin the Trustee's participation in, or in any way
contesting the powers of the Trustee with respect to the transactions
contemplated by the Bonds, the Indenture, the Mortgage, the Deposit Only
Agreement, the Disclosure Agreements or any other agreement, document
or certificate related to such transactions;

(xi) An opinion of Bond Counsel, addressed to the Underwriter,
Financial Security and the Trustee and dated as of the Closing, to the effect that:

(A) CLGFA is a validly existing joint powers authority duly
created and existing under the laws of the State of California, with full
legal right, power and authority to issue the Bonds, to adopt the Bond
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Resolution and to execute and deliver and perform its obligations under
the Bond Documents to which it is a party;

(B) the Bond Resolution has been duly adopted by the Board
and has not been modified, amended, rescinded or revoked and is in fiill
force and effect as of the date hereof; and

(C) the Bonds have been validly authorized, executed and
delivered in accordance with the Bond Resolution and the Indenture and
represent legal, valid and binding special obligations of CLGFA, payable
in accordance with their respective terms;

(xii) An opinion of Bond Counsel (subject to certain qualifications and
exceptions set forth therein), addressed to Financial Security and dated as of the
Closing, to the effect that:

(A) The Mortgage is in proper form for recording in order to
create, when recorded in the appropriate recording office, a lien on the
Mortgaged Estate (as defmed in the Mortgage). Recording of the
Mortgage in the real property records of the County of Marin, will impart
constructive notice to third parties of the contents of such Mortgage,
including the lien on the Mortgaged Estate created by the Mortgage.

(B) The Mortgage following its due execution and delivery by
Owner, shall constitute the legal, valid and binding obligations of Owner
enforceable against Owner in accordance with its terms.

(C) The UCC-l's are in form sufficient to create and perfect a
security interest in the personal property in favor of the Trustee as a
secured party with respect to those items of personal property to which a
security interest may be perfected by filing.

(D) Upon filing and recording, the Owner, on behalf of the
Holders of the Bonds and Financial Security, will have a valid and
enforceable lien on the Mortgaged Estate. No other filing or recording is
necessary to perfect and maintain the security interests created by the
Mortgage in the Mortgaged Estate.

(E) No taxes, recording or filing fees or other governmental
charges will be payable in connection with the execution and delivery of
the Loan Documents and the recording and filing of such documents
which must be recorded or filed to obtain and maintain the liens created

by the Mortgage except for nominal filing and recording fees

/ — N
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^ ( F ) W e h a v e r e v i e w e d t h e P r e l i m i n a r y T i t l e I n s u r a n c e R e p o r t
committing to insure the lien of the Mortgage, and although we express
no opinion or belief as to the accuracy or completeness of the matters
contained therein, we believe that the commitment is in a form
customarily accepted and relied upon for real estate lending transactions
in the State of California.

(G) The rates of interest required to be paid as set forth in the
Series A Note and the Series B Note do not violate any usury law of the
State of California.

(H) The filing of the UCC-l's in the Office of the Secretary of
State and the Official Records of Marin County, California, are the only
filings or recordings necessary to perfect the security interest created by
the Mortgage in the Owner's rights in that part of the collateral described
therein (i) constituting fixtures, and (ii) other than fixtures in which a
security interest may be perfected by the filing of a financing statement
with the office of the California Secretary of State. In this connection, we
advise you that (x) the office where a deed of trust on the real estate
would be recorded is the proper place to file a financing statement to
perfect a security interest in "crops," or certain "timber," "minerals or the
like (including oil and gas)," or "accounts resulting from [their] sale" (as

^ those terms are used in Section 9-103 and 9-401 of the State UCC, and (y)
action other than the filing of a financing statement is necessary to perfect
a security interest in certain personal property (e.g., deposit accounts,
insurance and motor vehicles).

(I) In a properly presented case, the federal and state courts
presiding in the State of California should recognize the validity of the
choice of law provisions set forth in the Loan Documents. If.any federal
or state court presiding in such State does not recognize the validity of the
choice of law provisions set forth in the Loan Documents, then such Loan
Doctiments constitute the valid and binding obligations of Owner in
accordance with their respective terms under the laws of the State.

(xiii) An opinion of counsel to the Owner, addressed to the Underwriter,
CLGFA, the Owner, Financial Security, the Agency and the PAG and the Trustee
and dated as of the Closing, to the effect that:

(A) the Owner is a validly existing joint powers authority duly
created and legally existing under the laws of the State of California, with
full legal right, power and authority to adopt the Owner Resolution and
to execute and deliver and perform its obligations imder the Owner
Documents;
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/ - N (B) the Owner Resolution has been duly adopted by the Board
of Directors of the Owner and has not been modified, amended, rescinded
or revoked and is in full force and effect as of the date hereof;

(C) as of the date hereof, there is no action, suit, proceeding,
inquiry or investigation, at law or in equity, before or by any court or
public body, pending or to my knowledge threatened against the Owner
which: (1) in any way affects the existence of the Owner or in any way
challenges the respective powers of the several officers or titles of the
members or officials of the Board or the Owner to such offices; (2) affects
or seeks to prohibit, restrain or enjoin the application of the proceeds of
the sale of the Bonds, or materially adversely affects the collection of
revenues or assets of the Owner available to pay the principal of and
interest on the Bonds, or in any way contests or affects as to the Owner
the validity or enforceability of the Owner Resolution, the JPA Agreement
or the Owner Documents, or contests the powers of the Owner or its
authority with respect to the execution, delivery or adoption of the Owner
Resolution or the Owner Documents, or contests the completeness or
accuracy of the Offering Statement or the Private Placement
Memorandum, or in any way contests or challenges the consummation of
the transactions contemplated thereby or which might materially adversely
affect the operations of the Owner; nor, to the best of my knowledge, is

^ t h e r e a n y b a s i s f o r a n y s u c h a c t i o n , s u i t , p r o c e e d i n g , i n q u i r y o r
investigation wherein an unfavorable decision, ruling or finding would
materially adversely affect the validity of the JPA Agreement, the Owner
Resolution and the Owner Documents or the performance by the Owner
of its obligations thereunder, or the authorization, execution, delivery or
performance by the Owner of the Owner Documents;

(D) the Owner Documents have been duly authorized, executed,
and delivered by the Owner and assuming due authorization, execution
and delivery by each of the parties thereto other than the Owner, the
Owner Documents to which it is a party constitute the legal, valid and
binding obligations of the Owner, enforceable against the Owner in
accordance with their respective terms, subject to bankruptcy, insolvency,
moratorium and other similar laws affecting creditors' rights generally and
to equitable principles when equitable remedies are sought;

(E) no order, filing, consent, approval, exemption of or
registration with any governmental authority, creditor or other third party
(other than as have been completed or obtained or as may be required
under any blue sky law) is required in connection with the execution and
delivery by the Owner of, or performance by the Owner of its obligations
under the Owner Documents;
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(F) to my knowledge, after reasonable investigation, the Owner
is not in material breach or default under any applicable constitutional
provision, law or administrative regulation of the State of California or the
United States or any applicable judgment, order or decree or any loan
agreement, indenture, bond, note, resolution, agreement or other
instrument to which the Owner is a party or to which the Owner or any
of its property or assets is otherwise subject or bound, and no event has
occurred and is continuing which with the passage of time or the giving
of notice, or both, would constitute a material default or event of default
under any such instrument, in each case which would materially adversely
affect the validity or enforceability or ability of the Owner to perform any
of its obligations under the Owner Documents;

(G) the adoption of the Owner Resolution, the execution and
delivery of the Owner Documents, and compliance with the obligations of
the Owner contained therein, will not conflict with or constitute a material
breach of or default under any constitutional provision, law, administrative
regulation, judgment, order or decree, or to the best of my knowledge,
any loan agreement, indenture, bond, note, resolution, agreement or other
instrument to which the Owner is a party or to which the Owner or any
of its property or assets is otherwise subject, nor will such execution,
delivery, adoption or compliance result in the creation or imposition of
any lien, charge or other security interest or encumbrance of any nature
whatsoever upon any of the property or assets of the Owner or under the
terms of any such law, regulation, resolution or instrument except as
expressly provided in the Owner Documents;

(H) the statements and information contained in the Offering
Statement and the Private Placement Memorandum relating to the Owner
(except for the financial, demographic and statistical data and except for
the information concerning The Depository Trust Company, CLGFA, the
PAC, and Financial Security, as to all of which, no opinion or view is
expressed), as of the date thereof and hereof, did not and does not contain
any untrue statement of a material fact or omit to state a material fact
necessary to make the statements therein, in light of the circumstances
under which they were made, not misleading; and

(xiv) An opinion of counsel to the City, addressed to the Underwriter,
CLGFA, the Owner, Financial Security, the Agency, the PAC and the Trustee
and dated as of the Closing, to the effect that:

(A) the City Resolution has been duly adopted by the Novato
City Council and has not been modified, amended, rescinded or revoked
and is in full force and effect as of the date hereof;
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(B) the City Documents have been duly authorized, executed
and delivered by the City and assuming due authorization, execution and
delivery by the other parties thereto, the City Documents constitute the
legal, valid and binding obligations of the City, enforceable against the
City in accordance with their respective terms, subject to bankruptcy,
insolvency, moratorium and other similar laws affecting creditors' rights
generally and to equitable principles when equitable remedies are sought;
a n d

(C) Ordinance No. 1341 has been duly passed and adopted by
the Novato City Council and has not been modified, amended, rescinded
or revoked and is in full force and effect as of the date hereof;

(xv) An opinion of counsel to the Agency, addressed to the
Underwriter, Financial Security, CLGFA, the Agency, the Owner, the PAC and
the Trustee and dated as of the Closing, to the effect that:

(A) the Agency is a validly existing agency duly created and
legally existing imder the laws of the State of California, with full legal
right, power and authority to adopt Resolution No. R-3-97, adopted
March 4, 1997 (the "Agency Resolution") and to execute and deliver and
perform its obligations under the Pledge Agreement, the Indemnity

^ A g r e e m e n t a n d t h e S u b o r d i n a t e D i s c l o s u r e A g r e e m e n t ( t h e " A g e n c y
Documents");

(B) the Agency Resolution has been duly adopted by the Board
of Directors of the Agency and has not been modified, amended,
rescinded or revoked and is in full force and effect as of the date hereof;

(C) the Agency Documents have been duly authorized, executed
and delivered by the Agency and assuming due authorization, execution
and delivery by the other parties thereto, the Agency Documents constitute
the legal, valid and binding obligations of the Agency, enforceable against
the Agency in accordance with their respective terms, subject to
bankruptcy, insolvency, moratorium and other similar laws affecting
creditors' rights generally and to equitable principles when equitable
remedies are sought;

(D) to my knowledge, after reasonable investigation, the
Agency is not in material breach or default under any applicable
constitutional provision, law or administrative regulation of the State of
California or the United States or any applicable judgment, order or
decree or any loan agreement, indenture, bond, note, resolution,
agreement or other instrument to which the Agency is a party or to which
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^ the Agency or any o f i t s p roper ty o r asse ts i s o therw ise sub jec t o r bound,
and no event has occurred and is continuing which with the passage of
time or the giving of notice, or both, would constitute a material default
or event of default imder any such instrument, in each case which would
materially adversely affect the validity or enforceability or ability of the
Agency to perform any of its obligations under the Agency Documents;

(E) the adoption of the Agency Resolution, the execution and
delivery of the Agency Documents, and compliance with the obligations
of the Agency contained therein, will not conflict with or constitute a
material breach of or default under any constitutional provision, law,
administrative regulation, judgment, order or decree, or to the best of my
knowledge, any loan agreement, indenture, bond, note, resolution,
agreement or other instrument to which the Agency is a party or to which
the Agency or any of its property or assets is otherwise subject, nor will
such execution, delivery, adoption or compliance result in the creation or
imposition of any lien, charge or other security interest or encumbrance
of any nature whatsoever upon any of the property or assets of the Agency
or under the terms of any such law, regulation, resolution or instrument
except as expressly provided in the Agency Doctiments; provided,
however, that such opinion will not cover such matters as the application
of Article 34 of the California Constitution, compliance with the
California Environmental Quality Act or the validity or enforceability of
other actions of the Agency, or the effect and enforceability of the Rent
Adjustment Ordinance and covenants of the PAC with respect thereto.

(xvi) An opinion of counsel to the PAC addressed to the Underwriter,
CLGFA, the Owner, Financial Security, the PAC, the Agency and the Trustee
and dated as of the Closing, to the effect that:

-♦

(A) the PAC is validly and legally existing as a nonprofit,
mutual benefit corporation with full legal right, power and authority to
execute and deliver and perform its obligations under the Bond Documents
to which it is a party, the Disclosure Agreement, the Deposit Only
Account Agreement dated as of March 1, 1997 (the "Deposit Only
Agreement"), by and among the PAC, the Trustee, the Property Manager
and Bank of Marin, and the Capital Improvement Agreement (the "PAC
Documents");

(B) as of the date hereof, there is no action, suit, proceeding,
inquiry or investigation, at law or in equity, before or by any court or
public body, pending or to my knowledge threatened against the PAC
which: (1) in any way affects the existence of the PAC or in any way
challenges the respective powers of the several officers or titles of the
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members or officials of the PAC to such offices; (2) contests the powers
of the PAC or its authority with respect to the execution, delivery or
adoption of the PAC Documents, or contests the completeness or accuracy
of the Offering Statement or the Private Placement Memorandum, or in
any way contests or challenges the consummation of the transactions
contemplated thereby or which might materially adversely affect the
operations of the PAC; nor, to the best of my knowledge, is there any
basis for any such action, suit, proceeding, inquiry or investigation
wherein an unfavorable decision, ruling or finding would materially
adversely affect the authorization, execution, delivery or performance by
the PAC of the PAC Documents;

(C) the PAC Documents have been duly authorized, executed
and delivered by the PAC, and assuming due authorization, execution and
delivery by each of the parties thereto other than the PAC, the PAC
Documents constitute the legal, valid and binding obligations of the PAC
enforceable against the PAC in accordance with their terms, subject to
bankruptcy, insolvency, moratorium and other similar laws affecting
creditors' rights generally and to equitable principles when equitable
remedies are sought;

(D) except as disclosed in the Offering Statement and the
Private Placement Memorandum, no order, filing, consent, approval,
exemption of or registration with any governmental authority, creditor or
other third party (other than as have been completed or obtained or as may
be required under any blue sky law) is required in connection with the
execution and delivery by the PAC of, or performance by the PAC of its
obligations under the PAC Documents;

(E) to my knowledge, after reasonable investigation,, the PAC
is not in material breach or default under any applicable constitutional
provision, law or administrative regulation of the State of California or the
United States or any applicable judgment, order or decree or any loan
agreement, indenture, bond, note, resolution, agreement or other
instrument to which the PAC is a party or to which the PAC or any of its
property or assets is otherwise subject or bound, and no event has
occurred and is continuing which with the passage of time or the giving
of notice, or both, would constitute a material default or event of default
under any such instrument, in each case which would materially adversely
affect the validity or enforceability or ability of the PAC to perform any
of its obligations under the PAC Documents;

(F) the execution and delivery of the PAC Documents and
compliance with the obligations of the PAC contained therein, will not
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/ - s c o n fl i c t w i t h o r c o n s t i t u t e a m a t e r i a l b r e a c h o f o r d e f a u l t u n d e r a n y
constitutional provision, law, administrative regulation, judgment, order
or decree, or to the best of my knowledge, any loan agreement, indenture,
bond, note, resolution, agreement or other instrument to which the PAC
is a party or to which the PAC or any of its property or assets is
otherwise subject, nor will such execution, delivery, adoption or
compliance result in the creation or imposition of any lien, charge or other
security interest or encumbrance of any nature whatsoever upon any of the
property or assets of the PAC or under the terms of any such law,
regulation, resolution or instrument except as expressly provided in the
PAC Documents; and

(G) the statements and information contained in the Offering
Statement and the Private Placement Memorandum relating to the PAC
(except for the financial, demographic and statistical data and except for
the information concerning The Depository Trust Company, CLGFA, the
Owner and Financial Security, as to all of which, no opinion or view is
expressed), as of the date thereof and hereof, did not and does not contain
any untrue statement of a material fact or omit to state a material fact
necessary to make the statements therein, in light of the circumstances
under which they were made, not misleading;

(xvii) An opinion of counsel to the Property Manager addressed to the
Underwriter, CLGFA, the Owner, Financial Security, the Agency, the PAC and
the Trustee and dated as of the Closing to the effect that:

(A) the Property Manager is a corporation duly organized,
validly existing and in good standing under the laws governing its creation
and existence and has full corporate power and authority to own its
property, to carry on its business as presently conducted and to enter into
and perform its obligations under each transaction document to which it
is a party (the "Property Manager Documents");

(B) the Property Manager has duly authorized, executed and
delivered the Property Manager Documents, and the Property Manager
Documents constitute the valid and binding obligations of the Property
Manager, enforceable against the Property Manager in accordance with
their terms, except as enforceability may be limited by applicable
bankruptcy and insolvency laws, other similar laws affecting the
enforcement of creditors' rights generally and general equity principles;

(C) the execution, delivery and performance by the Property
Manager of the Property Manager Documents and the consummation of
the transactions therein contemplated and compliance with the terms
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thereof do not violate the provisions of the articles of incorporation or by
laws of the Property Manager, and do not conflict with or violate any
state or federal law, rule or regulation governing the Property Manager,
or of any judgment, order or decree to be applicable to the Property
Manager, or any court, regulatory body, administrative agency,
government or governmental body having jurisdiction over the Property
Manager or its properties;

(D) the Property Manager is duly qualified or licensed to own
its properties and to do business as it is currently conducted and is in good
standing in each jurisdiction (including, without limitation, the jurisdiction
in which the Project is located) in which it owns or leases property of a
nature or transacts business of a type that would require it to so qualify
or be licensed, except for such jirrisdictions where the failure to so qualify
or be licensed would not result in a material liability or disability by
reason of such failure or have a material adverse effect on the Project or
the ability of the Property Manager to enter into and perform its
obligations under the Property Manager Documents;

(E) the execution and delivery by the Property Manager of the
Property Manager Documents, the compliance by the Property Manager
with all of the applicable provisions of Ae Property Manager Documents
and the consummation of the transactions contemplated therein will not
conflict with or result in a breach of any of the terms or provisions of,
constitute a default imder or result in a breach of any of the terms and
provisions of or the acceleration of any obligation under any indenture,
mortgage, deed of trust, security deed, loan agreement or other document,
agreement or instrument to which the Property Manager is a party or by
which the Property Manager is bound or to which any of the property or
assets of the Property Manager is subject, nor will such action result in
any violation of any of the provisions of the articles of incorporation or
bylaws of the Property Manager, or any statute or any order, rule or
regulation of any court or governmental or regulatory agency, body or
official having jurisdiction over the Property Manager or any of its
properties;

(F) no consent, approval, authorization, order, registration or
qualiflcation of or with any court or governmental or regulatory agency,
body or official is required for the execution and delivery by the Property
Manager of each Manager Document, or the compliance by the Property
Manager with all the provisions of the Property Manager Documents, or
the consummation of the transactions therein contemplated, except such
as have been obtained;
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(G) there are no legal or governmental proceedings pending or,
to our knowledge, threatened (i) asserting the invalidity of any of the
Property Manager Documents, (ii) seeking to prevent the consummation
of any of the transactions contemplated by the Property Manager
Documents, (iii) which, if adversely determined to the Property Manager,
would have a material adverse effect on the financial condition or results
of operations of the Property Manager, or the performance by the
Property Manager of its respective obligations under, or the validity or
enforceability of, the Property Manager Documents; and

(H) we have examined the description of the Property Manager
in the Offering Statement and the Private Placement Memorandum under
the caption "THE PROPERTY MANAGER" and nothing has come to our
attention that would lead us to believe that the description of the Property
Manager in the Offering Statement and Private Placement Memorandum
as of the date thereof or as of the date hereof (other than the financial
information therein, as to which we express no belief) contained or
contains an untrue statement of a material fact or omitted or omits to state
a material fact necessary in order to make the statements therein, in light
of the circumstances imder which they were made, not misleading;

(xviii) An opinion of Kutak Rock, addressed to the Underwriter, Financial
Security and CLGFA and dated as of the Closing, to the effect that, on the basis
of the information which was developed in the course of our performance as Bond
Counsel, and without having undertaken to verify independently the accuracy,
completeness or fairness of the statements contained in the Offering Statement,
based on our discussions, inquiries, review and participation and in reliance
thereon and on the records, proceedings and documents referred to in the
Offering Statement, nothing has come to our attention which leads us to believe
that the Offering Statement (excluding therefrom any -financial, technical,
statistical or tabular data, including projections or as to the information about
book-entry. The Depository Trust Company, Financial Security, or Appendix D
to the Offering Statement) as to which no opinion or view is expressed), on the
date thereof, and as of the Closing Date, contains any untrue statement of a
material fact or omits to state any material fact necessary in order to make the
statements therein, in light of the circumstances in which they were made, not
misleading in any material respect;

(xix) A certificate of the Trustee dated as of the Closing, signed by a
duly authorized officer of the Trustee, and in form and substance satisfactory to
CLGFA, Financial Security, the Owner, the PAC and the Underwriter, to the
effect that:
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(A) the Trustee has been duly organized and is validly existing
in good standing as a state banking corporation under the laws of the State
of California with full corporate power to undertake the trust of the
Indenture and the Mortgage and to enter into the Indenture and the
Mortgage;

(B) the Trustee has duly authorized, executed and delivered the
Indenture and the Mortgage and by all proper corporate action has
authorized the acceptance of the trust of the Indenture and the Mortgage;
a n d

(C) the Bonds have been validly authenticated by the Trustee;

(xx) A certificate of CLGFA, dated as of the Closing, signed by the
Executive Director of CLGFA and in form and substance satisfactory to the
Trustee, Financial Security and the Underwriter, to the effect that:

(A) the representations, warranties and agreements of CLGFA
contained in the Bond Documents are true and correct in al l material

respects as of the Closing;

(B) no litigation is pending with respect to which CLGFA has
been served or, to the best of such official's knowledge, threatened (either
in state or federal court) (1) to restrain or enjoin the execution or delivery
of the Bonds; (2) in any way contesting or affecting the authority for the
execution or delivery of the Bonds or the validity of the Bonds, the Bond
Resolution or the Bond Documents, or (3) in any way contesting the
existence or powers of CLGFA;

(C) .the statements contained in the Offering Statement and the
Private Placement Memorandum under the caption "APPENDIX
E — C A U F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y "
insofar as they relate to CLGFA do not contain any imtrue statement of
a material fact or omit to state a material fact required to be stated therein
or necessary to make the statements therein, in the light of the
circumstances imder which they were made, not misleading;

(xxi) A certificate of the Owner, dated as of the Closing, signed by the
Chair of the Owner and in form and substance satisfactory to the Trustee,
Financial Security, CLGFA, the PAC and the Underwriter, to the effect that:

(A) the representations, warranties and agreements of the Owner
contained in the Owner Documents are true and correct in all material
respects as of the Closing;
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(B) no litigation is pending with respect to which the Owner has
been served or, to the best of such official's knowledge, threatened (either
in state or federal court) (1) in any way contesting or affecting the
authority for the issuance of the Bonds or the validity of the Bonds, or the
validity of execution of the Owner Resolution or the Owner Documents,
(2) in any way contesting the existence or powers of the Owner or (3) to
restrain or enjoin the issuance or delivery of the Bonds or the collection
of Revenues pledged under the Indenture;

(C) the information contained in the Offering Statement and the
Private Placement Memorandum insofar as they relate to the Owner, as of
the date thereof and as of the Closing Date, is true and correct and does
not contain any untrue statement of a material fact or omit to state a
material fact required to be stated therein or necessary to make the
statements therein, in the light of the circumstances under which they were
made, not misleading in any material respect; and

(D) there has been no material adverse change in the financial
condition or results of operations of the Owner from the date of the
Offering Statement and the Private Placement Memorandum to the date of
such certificate;

(xxii) A certificate of the Agency dated as of the Closing, signed by a
duly authorized officer of the Agency and in form and substance satisfactory to
the Trustee, Financial Security, the Owner, CLGFA, the PAC and the
Underwriter to the effect that:

(A) the representations, warranties and agreements of the
Agency contained in the Pledge Agreement are true and correct in all
material respects as of the Closing;

(B) no litigation is pending with respect to which the Agency
has been served or, to the best of such official's knowledge, threatened
(either in state or federal court) (1) in any way contesting or affecting the
validity of the Pledge Agreement, (2) in any way contesting the existence
or powers of the Agency or (3) to restrain or enjoin the collection of the
Housing Set-Aside Revenues (as defined in the Indenture) pledged imder
the Indenture; and

(C) the in format ion conta ined in the Pr iva te P lacement
Memorandum insofar as they relate to the Agency, as of the date thereof
and as of the Closing Date, is true and correct and does not contain any
untrue statement of a material fact or omit to state a material fact required
to be stated therein or necessary to make the statements therein, in the



light of the circumstances under which they were made, not misleading in
any material respect;

(xxiii) A certificate of the PAC dated as of the Closing, signed by a duly
authorized officer of the PAC and in form and substance satisfactory to the
Trustee, Financial Security, the Owner, CLGFA and the Underwriter to the effect
t h a t :

(A) the PAC is duly created and legally existing pursuant to the
constitution and laws of the State of California;

(B) the PAC has complied with the PAC Documents and the
relevant laws of the State;

(C) the PAC has duly authorized and approved the PAC
Documents and has duly authorized and approved the execution and
delivery of, and the performance by the PAC of the obligations contained
in the PAC Documents;

(D) the PAC is not in material breach of, or default under, any
applicable law or administrative regulation of the State, any department,
division, agency or instrumentality thereof, or of the United States of
America, or any applicable judgment or decree, or any loan agreement,
note, resolution, certificate, agreement or other instrument to which the
PAC is a party or is otherwise subject which would have a material effect
on the PAC Documents and the execution and delivery of the PAC
Documents and compliance with the provisions thereof will not conflict
with, or constitute a material breach of, or default imder, any applicable
law or administrative regulation of the State of California, any department,
division, agency or instrumentality thereof, or of the United States of
America, or any applicable judgment or decree or any loan agreement,
note, resolution, certificate, agreement or other instrument to which the
PAC is a party or is otherwise subject;

(E) all approvals, consents and orders of any governmental
authority, board, agency or commission having jurisdiction which would
constitute a condition precedent to the performance by the PAC of its
obligations under the PAC Documents have been obtained;

(F) the PAC Documents shall constitute valid and binding
obligations of the PAC, enforceable in accordance with their terms,
subject to any applicable bankruptcy, insolvency, reorganization or similar
laws affecting the enforcement of creditors' rights generally;



(G) no litigation is pending or, to the best knowledge of the
PAC, threatened (either in state or federal court) (1) in any way affecting
the existence of the title of any member, officer or employee of the PAC
to the office held by such member, officer or employee, or the validity or
enforceability of the PAC Documents, (2) in any way contesting the
existence or powers of the PAC or (4) to restrain or enjoin the issuance
or delivery of the Bonds or the collection of Revenues pledged imder the
Indenture; and

(H) the information contained in the Offering Statement and the
Private Placement Memorandum relating to the PAC and the Project is
true and correct and does not contain any untrue statement of a material
fact or omit to state a material fact required to be stated therein or
necessary to make the statements therein, in the light of the circumstances
under which they were made, not misleading in any material respect;

(xxiv) A certificate of the Property Manager dated as of the Closing,
signed by a duly authorized officer of the Property Manager and in form and
substance satisfactory to Financial Security, the Trustee, the Owner, the PAC,
CLGFA and the Underwriter to the effect that:

(A) the Property Manager is duly created and existing pursuant
to the constitution and laws of the State of California;

(B) the Property Manager has complied with the Property
Manager Documents;

(C) the Property Manager has duly authorized and approved the
Property Manager Documents and has duly authorized and approved the
execution and delivery of, and the performance by the Property Manager
of the obligations contained in the Property Manager Documents;

(D) the Property Manager is not in material breach of, or
default under, any applicable law or administrative regulation of the State,
any department, division, agency or instrumentality thereof, or of the
United States of America, or any applicable judgment or decree, or any
loan agreement, note, resolution, certificate, agreement or other
instrument to which the Property Manager is a party or is otherwise
subject which would have a material effect on the Property Manager
Documents and the execution and delivery of the Property Manager
Documents and compliance with the provisions thereof will not conflict
with, or constitute a material breach of, or default under, any applicable
law or administrative regulation of the State of California, any department,
division, agency or instrumentality thereof, or of the United States of
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America, or any applicable judgment or decree or any loan agreement,
note, resolution, certificate, agreement or other instrument to which the
Property Manager is a party or is otherwise subject;

(E) all approvals, consents and orders of any governmental
authority, board, agency or commission having jurisdiction which would
constitute a condition precedent to the performance by the Property
Manager of its obligations under the Property Manager Documents have
been obtained;

(F) the Property Manager Documents shall constitute valid and
binding obligations of the Property Manager enforceable in accordance
with their terms, subject to any applicable bankruptcy, insolvency,
reorganization or similar laws affecting the enforcement of creditors'
rights generally;

(G) no litigation is pending or, to the best knowledge of the
Property Manager, threatened (either in state or federal court) (1) in any
way affecting the existence of the title of any member, officer or employee
of the Property Manager to the office held by such member, officer or
employee, (2) in any way contesting or affecting the validity or
enforceability of the Property Manager Documents or (3) in any way
contesting the existence or powers of the Property Manager; and

(H) based upon the Property Manager's experience in owning
and managing mobile home parks in the State of California, the statements
contained in the Offering Statement and the Private Placement
Memorandum under the captions "PROJECTED PROJECT FINANCIAL
PROFORMAS," "RISK FACTORS" (insofar as such statements therein
relate to the Project), "THE PROJECT" and "THE PROPERTY
MANAGER" do not contain any untrue statement of a material fact or
omit to state a material fact required to be stated therein or necessary to
make the statements therein, in the light of the circumstances under which
they were made, not misleading;

(xxv) certified copies of resolutions of the Trustee, CLGFA, the PAC,
the Agency, the City of Novato and the Owner authorizing, as applicable, the
execution and delivery of the Bonds, the Bond Documents, the distriWtion of the
Preliminary Offering Statement, the distribution of the Offering Statement, the
distribution of the Preliminary Private Placement Memorandum and the
distribution of the Private Placement Memorandum;

(xxvi) a certified copy of the JPA Agreement by and between the City and
the Agency by which the Owner was created and any amendments thereto;
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(xxvii) a certified copy of the Joint Exercise of Powers Agreement by
which CLGFA was created and any amendments thereto;

(xxviii) a certified copy of CLGFA's, the Owner's and the PAC's Articles
of Incorporation and Bylaws, as applicable;

(xxix) a non-arbitrage certificate delivered by the Authority in form
satisfactory to the Owner and Bond Counsel;

(xxx) a copy of the Policy of Financial Security;

(xxxi) an opinion of counsel to Financial Security dated as of the Closing
and addressed to the Underwriter, the Owner and CLGFA in form and substance
satisfactory to the Underwriter, the Owner and CLGFA, to the effect that:

(A) Financial Security is a stock insurance company duly
organized and validly existing under the laws of the State of New York
and authorized to transact financial guaranty insurance business therein;

(B) the Policy and the Insurance Agreement have been duly
authorized, executed and delivered by Financial Security;

/ - N ( C ) t h e P o l i c y a n d t h e I n s u r a n c e A g r e e m e n t c o n s t i t u t e t h e v a l i d
and binding obligation of Financial Security, enforceable in accordance
with their terms, subject, as to enforcement of remedies, to bankruptcy,
insolvency, reorganization, rehabilitation, moratorium and other similar
laws affecting the enforceability of creditors' rights generally applicable
in the event of bankruptcy or insolvency of Financial Security and to the
application of general principles of equity; and

(D) counsel has reviewed the description of Financial Security
under the caption "BOND INSURANCE—^Financial Security Assurance
Inc." in the Offering Statement and the information provided in the
Offering Statement with respect to Financial Security is limited and does
not purport to provide the scope of disclosure required to be included in
a prospectus with respect to a registrant under the Act in connection with
the offer and sale of securities of such registrant. Within such limited
scope of disclosure, however, there has not come to my attention any
information which would cause me to believe that the description of
Financial Security referred to above, as of the date of the Offering
Statement, contains any untrue statement of a material fact or omits to
state a material fact necessary to make the statements therein, in the light
of the circumstances under which they were made, not misleading (except
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that no opinion is rendered with respect to any financial statements or
other financial information contained or referred to therein);

(xxxii) a certificate of Financial Security, dated as of the Closing, signed
by an officer of Financial Security and in form and substance mutually
satisfactory to Financial Security, CLGFA and the Underwriter;

(xxxiii) written evidence satisfactory to the Underwriter, the Owner, the
PAC and CLGFA that the Senior Bonds have obtained the rating of "AAA" from
Standard & Poor's and "Aaa" from Moody's;

(xxxiv) a certified copy of Ordinance No. 1341 of the City (the "Rent
Adjustment Ordinance");

(xxxv) such additional legal opinions, certificates, proceedings,
instruments and other documents as the Underwriter, the Owner, CLGFA, the
PAC, Financial Security or Bond Counsel may reasonably request to evidence
compliance by the Trustee, CLGFA, the PAC and the Owner with all legal
requirements, the truth and accuracy, as of the Closing, of the representations of
CLGFA, the Trustee, the PAC and the Owner and the due performance or
satisfaction by CLGFA, the Trustee, the PAC and the Owner at or prior to such
time of all agreements then to be performed and all conditions then to be satisfied
by CLGFA, the Trustee, the PAC and the Owner.

All of the opinions, letters, certificates, instruments and other documents mentioned
above or elsewhere in this Purchase Contract shall be deemed to be in compliance with the
provisions hereof if, but only if, they are in form and substance satisfactory to the Underwriter.

If the Owner shall be unable to satisfy the conditions to the obligations of the
Underwriter to purchase, to accept delivery of and to pay for the Senior Bonds contained in this
Purchase Contract, or if the obligations of the Underwriter to purchase, to accept delivery of and
to pay for the Senior Bonds shall be terminated for any reason permitted by this Purchase
Contract, this Purchase Contract shall terminate and neither the Underwriter nor the Owner shall
be under any further obligation hereunder, except that the respective obligations of the Owner
and the Underwriter set forth in Section 11 hereof shall continue in full force and effect.

Section 10. [Reserved].
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Section 11. Expenses. The Owner hereby agrees to pay, but solely from the proceeds
of the Senior Bonds or from Revenues of the Project, the costs if issuing the Senior Bonds,
including but not limited to (i) the cost of preparation and printing of the Senior Bonds; (ii) the
cost of preparation, printing and distribution of the Preliminary Offering Statement, the Offering
Statement and the Private Placement Memorandum; (iii) the fees and disbursements of Bond
Counsel and counsel to CLGFA and the Owner; (iv) the fees and disbursements of the rating
agencies; (v) the fees and disbursements of the Trustee and the Dissemination Agent; (vii) the
fees and disbursements of Financial Security and its counsel; (viii) the fees and disbursements
of the financial advisors of the Owner, the PAC and CLGFA; and (ix) the fees and disbursement
of any other engineers, accountants, appraisers, attorneys and other experts, consultants or
advisors retained by CLGFA, the Owner or the Underwriter in connection with the issuance of
the Senior Bonds. The Underwriter shall pay all filing fees and all advertising expenses in
connection with the public offering of the Senior Bonds.

Section 12. Notices. Any notice or other communication to be given to the Owner under
this Purchase Contract may be given by delivering the same in writing to the Owner at its
address set forth above, and any notice or other communication to be given to the Underwriter
under this Purchase Contract may be given by delivering the same in writing to 201 California
Street, San Francisco, CA 94111.

Section 13. Successors. This Purchase Contract is made solely for the benefit of the
Owner and the Underwriter (including their successors or assigns) and no other person shall
acquire or have any right hereimder or by virtue hereof. All the representations, warranties,
covenants, and agreements contained herein shall remain operative and in full force and effect
and shall siuwive delivery of and payment for the Senior Bonds hereunder, regardless of any
investigation made by the Underwriter or on its behalf.

Section 14. Facilitation by CLGFA. In order to induce CLGFA to facilitate the
transactions contemplated herein and the private placement of the Subordinate Bonds, CLGFA
may rely upon the representations, warranties, covenants and agreements of all parties herein
and in all documents (including agreements, certificates, opinions and other documents) delivered
at the Closing. Such reliance shall survive the Closing.

Section 15. Conduit Facilitator. All parties hereto recognize and agree that CLGFA is
acting in the transactions contemplated herein solely in a conduit facilitating role to assist the
substantive parties in achieving their goals; CLGFA is not a substantive party to such
transaction; and CLGFA's agreements and obligations hereunder are solely for the purpose of
passing through funds and substantive agreements and obligations of such substantive parties.

Section 16. Limited Obligation. Under no circumstances shall the City or the Agency,
or their respective officers, agents, employees or representatives, or the officers, agents,
employees or representatives of the Owner, be liable under this Purchase Contract.
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Section 17. Governing Law. This Purchase Contract shall be governed by the laws of
the State.

Section 18. Counterparts. This Purchase Contract may be signed in any number of
counterpart copies, but all such copies shall constitute one and die same instrument.



Section 19. Effectiveness. This Purchase Contract shall become effective by and
between the Owner and the Underwriter upon the execution of the acceptance hereof by the
O w n e r .

Very truly yours,

SUTRO & CO. INCORPORATED, as representative

Ti t le : <Sk. CJ 'o^

Accepted this /Z^ day of March, 1997.

N O V A T O F I N A N C I N G A U T H O R I T Y
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A P P E N D I X A

Matu r i t y Da te P r inc ipa l
October 1) A m o u n t I n t e r e s t R a t e P r i c e

1998 $215,000 3 . 9 0 % 100 .000%

1999 225,000 4 . 2 0 100.000

2 0 0 0 230,000 4 . 3 5 100.000

2001 240,000 4 . 4 5 9 9 . 7 9 4

2 0 0 2 255,000 4 . 5 5 9 9 . 7 5 5

2003 265,000 4 . 6 5 9 9 . 7 1 8

2 0 0 4 275,000 4 . 7 5 9 9 . 6 8 3

2 0 0 5 290,000 4 . 8 5 99.651

2 0 0 6 305,000 4 . 9 5 9 9 . 6 2 1

2 0 0 7 320,000 5 . 0 5 9 9 . 5 9 3

2 0 0 8 335,000 5 . 2 0 9 9 . 5 6 8

2 0 0 9 350,000 5 . 3 0 9 9 . 5 4 4

2 0 1 0 370,000 5 . 4 0 9 9 . 5 2 2

2 0 1 1 390,000 5 . 5 0 99.501

2 0 1 2 410,000 5 . 6 0 9 9 . 4 8 3

2 0 2 0 4,275,000 5,80 9 9 . 8 7 5

2 0 2 7 6,735,000 5 . 8 5 9 9 . 8 7 5
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A P P E N D I X B

PARK ACQUISITION CORPORATION OF
M A R I N V A L L E Y M O B I L E C O U N T R Y C L U B

L E T T E R O F R E P R E S E N T A T I O N

March 10, 1997

Novate Financing Authority
Novate, CA

Sutro & Co. Incorporated,
as representative

San Francisco, CA

Ladies and Gentlemen:

Pursuant to a purchase contract dated the date hereof (the "Purchase Contract") with
Sutro & Co. Incorporated, on behalf of itself and George K. Baum & Company (collectively,
the "Underwriter"), which the Novato Financing Authority (the "Owner") has approved, the
Owner proposes to sell $15,485,000 aggregate principal amount of Senior Revenue Bonds,
Series 1997A (Marin Valley Mobile Country Club Park Acquisition Project), by the Novato
Financing Authority (California), Facilitated by the California Local Government Finance
Authority (the "Senior Bonds") to finance the acquisition of the Project (as defined in the
Purchase Contract) by the Owner. Simultaneously with the issuance of the Senior Bonds,
$15,485,000 aggregate principal amount of Subordinate Revenue Bonds, Series 1997B (Marin
Valley Mobile Country Club Park Acquisition Project), Issued for the Benefit of the Novato
Financing Authority (California), Facilitated by Ae California Local Government Finance
Authority (the "Subordinate Bonds" and with the Senior Bonds, the "Bonds") will be issued.
The offering of the Senior Bonds is described in a preliminary offering statement dated March 5,
1997 (the "Preliminary Offering Statement") and in an offering statement dated the date hereof
(the "Offering Statement").

The Senior Bonds shall be issued and secured under the provisions of a Trust Indenture
dated as of March 1, 1997 (the "Indenture"), by and between the California Local Government
Finance Authority ("CLGFA") and First Trust of California, National Association, as trustee
(the "Trustee"). The Senior Bonds shall be payable from payments made by the Owner under
a Loan Agreement dated as of March 1, 1997 (the "Loan Agreement"), by and between
CLGFA, the Owner and the Park Acquisition Corporation of Marin Valley Mobile Country Club
(the "PAC"), from amounts held in certain funds established pursuant to the Indenture. The
Senior Bonds shall be further secured by the execution and delivery of a deposit only account
agreement dated as of March 1, 1997 (the "Deposit Only Agreement"), by and among Storz
Management Company, Inc. (the "Property Manager"), the PAC and the Trustee whereby the
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PAC and the Property Manager will grant a security interest in the Deposit Only Account for
the benefit of the holders of the Senior Bonds. The PAC is also entering into the Delegation
Agreement dated as of March 1, 1997 (the "Delegation Agreement") with the Owner pursuant
to which the PAC has agreed to perform certain duties and obligations related to the Project.
The Project will be managed by the Property Manager pursuant to the terms of the Management
Agreement dated as of March 1, 1997 (the "Management Agreement") by and between the PAC
and the Property Manager. In consideration for the Owner's purchase of the Project with a
portion of the proceeds of the Senior Bonds, the PAC, the Owner and the City of Novato will
enter into an In-Lieu-Of-Tax Agreement dated as of March 1, 1997 (the "In-Lieu-Of-Tax
Agreement") whereby certain in-lieu-of-tax payments will be made to the City from revenues
of the Project.

The PAC will undertake, pursuant to a Contiuuing Disclosure Agreement, dated March 1,
1997 (the "Disclosure Agreement"), by and among the PAC, the Owner and the Trustee, to
provide certain annual financial information and notices of the occurrence of certain events, if
mater ia l .

The scheduled payment of the principal and interest on the Senior Bonds when due will
be guaranteed under a municipal bond insurance policy (the "Policy") to be issued by Financial
Security Assurance Inc. ("Financial Security"). Financial Security, the Owner and the PAC will
enter into an Insurance and Indemnity Agreement dated as of March 1, 1997 (the "Insurance
Agreement") which sets forth the conditions precedent to the issuance of the Policy.

This Letter of Representation is being delivered pursuant to the Purchase Contract and
all capitalized terms not defined herein shall have the meanings given to such terms in the
Purchase Contract. The Loan Agreement, the Deposit Only Agreement, the Management
Agreement, the Disclosure Agreement, the Delegation Agreement, the Insurance Agreement, the
In-Lieu-Of-Tax Agreement and this Letter of Representation are together referred to herein as
the "Legal Documents."

In order to induce you to enter into the Purchase Contract, CLGFA to facilitate the
transaction and to permit the Underwriter to make a public offering of the Senior Bonds therein
contemplated, the PAC hereby represents, warrants, covenants and agrees with you as follows,
the provisions of paragraphs (a) through (q) being true as of the date hereof:

(a) The PAC is validly existing as a nonprofit, mutual benefit corporation with
fiill legal right, power and authority to execute and deliver and perform its obligations
under the Legal Documents.

(b) At the date of execution by the PAC of this Letter of Representation, the
statements and information contained in the Offering Statement (except for the financial,
demographic and statistical data not relating to the PAC and the Project and except for
the information concerning The Depository Trust Company, CLGFA, the Owner, the
Property Manager and Financial Security), dated the date hereof relating to the Senior
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Bonds, are true and correct in all material respects for the purposes for which their use
is or was authorized; and all statements therein, to the extent the information in such
sections relate to the PAC and the Project, do not include any untrue statement of a
material fact or omit to state any material fact necessary to make the statements made in
such sections in light of the circumstances under which they are or were made, not
misleading. Neither this Letter of Representation nor any other document, certificate or
written statement furnished to the Underwriter or the Owner by or relating to the PAC
contains any imtrue statement of a material fact or omits to state a material fact necessary
to make the statements contained herein or therein, under the circumstances under which
they are or were made, not misleading.

(c) Subsequent to the respective dates as of which information referred to in
the foregoing paragraph (b) is given and except as set forth or contemplated in the
Offering Statement, no event has occurred which has affected or may affect materially
and adversely the business, properties, operations, prospects or financial condition of the
P A C .

(d) Neither the execution and delivery of the Legal Documents and compliance
with the provisions on the PAC's part contained therein, nor the consummation of any
other of the transactions herein and therein contemplated, nor the fulfillment of the term
hereof and thereof, conflicts with or constitutes a breach of or default under nor
contravenes any law, administrative regulation, judgment, decree, loan agreement,
indenmre, bond, note, resolution, agreement or other instrument to which the PAC is a
party or is otherwise subject, nor does any such execution, delivery, adoption or
compliance result in the creation or imposition of any lien, charge or other security
interest or encumbrance of any nature whatsoever upon any of the properties or assets
of the PAC or the Project under the terms of any such law, administrative regulation,
judgment, decree, loan agreement, indenture, bond, note, resolution, agreement or other
instrument, except as provided by the Legal Documents.

(e) To the best knowledge of the PAC, the PAC and the Project is not in
breach of or default imder in any material respect any applicable law or administrative
regulation of the State of California or the United States or any applicable judgment or
decree or any loan agreement, indenture, bond, note, resolution, agreement or other
instrument to which the PAC is a party or is otherwise subject, and no event has
occurred and is continuing which, with the passage of time or the giving of notice, or
both, would constitute a default or an event of default under any such instrument.

(f) To the best knowledge of the PAC, there is no action, suit, proceeding or
investigation at law or in equity before or by any court or governmental agency or body
pending or threatened wherein an adverse decision, ruling or flnding would (i) result in
any material and adverse change in the condition (financial or otherwise), business or
prospects of the PAC or the Project or which would materially and adversely affect the
activities or properties of the PAC or the Project, (ii) materially and adversely affect the
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transactions contemplated by this Letter of Representation or the Purchase Contract or
(iii) materially and adversely affect the validity or enforceability of the Legal Documents.

(g) The PAC has the full power and authority to execute and deliver the Legal
Documents and perform its obligations hereimder and thereunder and to engage in the
transactions contemplated by the foregoing, and the Legal Documents have been duly
authorized by the PAC and, when executed by the respective parties thereto, will
constitute the legal, valid and binding obligation of the PAC enforceable against the PAC
in accordance with their respective terms, except as enforcement thereof may be limited
by bankruptcy, insolvency or other laws affecting enforcement of creditors' rights and
except as the indemnification provisions hereof may be limited by applicable securities
laws or public policy.

(h) The written information supplied by the PAC to the Owner, CLGFA, Bond
Counsel and the Underwriter with respect to the Project to be financed with the proceeds
of the Senior Bonds is true, correct and complete in all material respects for the purposes
for which it was supplied.

(i) No consent, approval, authorization or other action by a governmental or
regulatory authority that has not been obtained is or will be required by the PAC for the
delivery and sale of the Bonds or the consummation of the other transactions
contemplated by this Letter of Representation, the Purchase Contract and the Offering
Statement, except for such licenses, certificates, approvals, variances or permits which
may be necessary for the construction or operation of the Project which the PAC has
applied for (or will apply for in the ordinary comse of business) and expects to receive,
and except as may be required under the state securities or Blue Sky laws in coimection
with the sale of the Senior Bonds by the Underwriter.

(j) The PAC hereby authorizes the use by the Underwriter of the Purchase
Contract, this Letter of Representation and the information therein and herein in
connection with the sale of the Senior Bonds.

(k) The PAC will deliver all opinions, certificates, letters and other
instruments and documents reasonably required by the Underwriter, CLGFA and this
Letter of Representation.

(m) Any certificate of the PAC delivered to the Underwriter shall be deemed
a representation and warranty by the PAC to the Underwriter and CLGFA as to the
s t a t e m e n t s m a d e t h e r e i n .

(n) The PAC shall indemnify and hold harmless the Underwriter, CLGFA, the
Owner, the Trustee, each of their respective members, officers, agents and employees
and each person who controls the Underwriter within the meaning of Section 15 of the
Securities Act of 1933 (such Act being herein called the "Act" and any such person being
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^ herein sometimes called an "Indemnified Party"), against any and all losses, claims,
damages or liabilities, joint or several, to which such Indemnified Party may become
subject under any statute or at law or in equity or otherwise and shall reimburse any such
Indemnified Party for any legal or other expense incurred by it in connection with
investigating any claims against it and defending any actions, insofar as such losses,
claims, damages, liabilities or actions arise out of or are based upon any untrue statement
or alleged untrue statement of a material fact contained in the Offering Statement in the
sect ion t i t led "THE PROJECT" to the extent that the information contained in such

caption relates to the PAG or the Project, or the omission or alleged omission by the
PAC to state in such section a material fact necessary to make the statements therein not
misleading. This indemnity agreement shall not be construed as a limitation on any other
liability which the PAC may otherwise have to any Indemnified Party provided that in
no event shall the PAC be obligated for double indemnification.

An Indemnified Party shall, promptly after the receipt of notice of the
commencement of any action against such Indemnified Party in respect of which
indemnification may be sought against the PAC notify the PAC in writing of the
commencement thereof. In case any such action shall be brought against an Indemnified
Party and such Indemnified Party shall notify the PAC of the commencement thereof, the
PAC may, or if so requested by such Indemnified Party shall, participate therein or
assume the defense diereof, with counsel satisfactory to such Indemnified Party, and after
notice fi-om the PAC to such Indemnified Party of an election so to assume the defense
thereof, the PAC will not be liable to such Indemnified Party tmder this paragraph for
any legal or other expenses subsequently incurred by such Indemnified Party in
connection with the defense thereof other than reasonable costs of investigation;
provided, however, that unless and until the PAC assumes the defense of any such action
at the request of such Indemnified Party, the PAC shall have the right to participate at
its own expense in the defense of any such action. If the PAC shall not have employed
counsel to have charge of the defense of any such action or if an Indemnified Party shall
have reasonably concluded that there may be defenses available to it or them which are
different from or additional to those available to the PAC (in which case the PAC shall
not have the right to direct the defense of such action on behalf of such Indemnified
Party), legal and other expenses incurred by such Indemnified Party shall be borne by
the PAC.

The PAC shall not be liable for any settlement of any such action effected without
its consent by any Indemnified Party, but if settled with the consent of the PAC or if
there be a final judgment for the plaintiff in any such action against the PAC or any
Indemnified Party, with or without the consent of the PAC, the PAC agrees to indemnify
and hold harmless such Indemnified Party to the extent provided in this Letter of
Representation.

In the event an Indemnified Party is entitled to receive Indemnification from other
parties in addition to the PAC the aggregate amounts which such Indemnified Party shall
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be entitled to receive from any or all of the indemnifying parties shall not exceed the
amount of actual loss to such Indemnified Party.

The indemnity provided herein is not intended to supersede any indemnity to
which any Indemnified Party is entitled under the Loan Agreement and the Delegation
Agreement or to which CLGFA is entitled under any other agreement or document
relating to the Bonds. Any indemnity hereunder is provided in addition to any indemnity
under the Loan Agreement.

(o) In order to provide for just and equitable contribution in circumstances in
which the indemnification provided for in paragraph (n) is applicable but for any reason
is held to be unavailable from the PAC, the PAC and Ae Indemnified Party shall
contribute to the aggregate losses, claims, damages and liabilities (including any
investigation, legal and other expenses incurred in connection with, and any amount paid
in settlement of, any action, suit or proceeding or any claims asserted, but after
deducting any contribution received by the PAC from persons other than the Indemnified
Party, such as persons who control the PAC within the meaning of the Act) to which the.
PAC and the Indemnified Party may be subject in such proportion so that the
Underwriter is responsible for that portion represented by the percentage that the
underwriting discoimt set forth in the Offering Statement bears to the initial offering price
of the Senior Bonds appearing thereon and the PAC is responsible for the balance;
provided, however, that no person guilty of fraudulent misrepresentation (within the
meaning of Section 11(f) of the Act) shall be entitled to contribution from any person
who was not guilty of such fraudulent misrepresentation. Any party entitled to
contribution will, promptly after receipt of notice of commencement of any action, suit
or proceeding against such party in respect to which a claim for contribution may be
made against another party or parties imder this paragraph (o), notily such party or
parties from whom contribution may be sought, but the omission to so notify such party
from whom contribution may be sought shall not relieve the party or parties from whom
contribution may be sought from any other obligation it or they may have hereunder or
otherwise than under this paragraph (o). No party shall be liable for contribution with
respect to any action or claim settled without consent.

(p) After the Closing, (i) if any event relating to or affecting the PAC or the
Project shall occur as a result of which it is necessary, in the opinion of the Underwriter,
to amend or supplement the Offering Statement in order to make the Offering Statement
not misleading in the light of the circumstances existing at the date of Closing, the PAC
will forthwith prepare and furnish to the Underwriter (at the expense of the PAC for 90
days from the date of Closing, and thereafter at the expense of the Underwriter) a
reasonable number of copies of an amendment or a supplement to the Offering Statement
(in form and substance satisfactory to counsel for the Underwriter) which will amend or
supplement the Offering Statement so that it will not contain an untrue statement of a
material fact or omit to state a material fact necessary in order to make the statements
therein, in the light of the circumstances existing at the time the Offering Statement is
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delivered to a purchaser, not misleading. For the purposes of this section, the PAC will
furnish such information with respect to itself and the Project as you may from time to
time request.

(q) The PAC covenants and agrees to enter into an imdertaking (the
"Undertaking") to provide ongoing disclosure for the benefit of the holders of the Senior
Bonds on or before the date of delivery of the Senior Bonds, as required by Section
(b)(5)(i) of Rule 15c2-12, which undertaking shall be a part of the Continuing Disclosure
Agreement dated March 1, 1997, and in the form as summarized in the Preliminary
Offering Statement, with such changes as may be agreed to in writing by the
U n d e r w r i t e r.

The representations, warranties, agreements and indemnities contained herein shall
survive the Closing under the Purchase Contract and any investigation made by or on behalf of
the Owner or the Underwriter or any such director, officer or any such controlling person of any
matters described in or related to the transactions contemplated hereby and by the Purchase
Contract, the Offering Statement and the Legal Documents.

In order to induce CLGFA to facilitate the transactions contemplated herein, CLGFA
may rely upon the representations, warranties, covenants and agreements of the PAC contained
herein and contained in any other documents delivered pursuant hereto or otherwise delivered
by the PAC at Closing. Such reliance by CLGFA shall survive the Closing.

This Letter of Representation shall be binding upon and inure solely to the benefit of the
Underwriter, the Owner, the PAC and any such member, officer, director or any such
controlling person, and their respective personal representatives, successors and assigns, and no
other person or firm shall acquire or have any right under or by virtue of this letter agreement.

This Letter of Representation may be executed by the parties hereto in separate
counterparts, each of which when so executed and delivered shall be an original, but all such
counterparts shall together constitute but one and the same instrument, which shall be governed
by laws of the State of California.
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If the foregoing is in accordance with the understanding of the Owner and the
Underwriter of the agreement between us, kindly sign and return to the PAC the enclosed
duplicate of this letter agreement whereupon this will constitute a binding agreement between
us in accordance with the terms hereof.

PA R K A C Q U I S I T I O N C O R P O R AT I O N O F
M A R I N V A L L E Y M O B I L E C O U N T R Y C L U B

Tî ^T

Accepted and confirmed as of
t h e d a t e fi r s t a b o v e w r i t t e n :

SUTRO «& CO. INCORPORATED,
as representative

T̂ke

N O V A T O F I N A N C I N G A U T H O R I T Y

By
T i t l e
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It is the understanding of CLX3FA that the scheduled payment of the principal and interest
on the Senior Bonds when due will be guaranteed under a municipal bond insurance policy (the
"Policy") to be issued by Financial Security Assurance Inc. ("Financial Security").

This Letter of Representation is being delivered pursuant to the Purchase Contract and
all capitalized terms not defined herein shall have the meanings given to such terms in the
Purchase Contract. The Loan Agreement and the Indenture are together referred to herein as
the "Legal Documents."

CLGFA accepts the Purchase Contract and the PAC Letter of Representation and hereby
represents, warrants, covenants and agrees with you as follows, the provisions of paragraphs
(a) through (k) being true as of the date hereof:

(a) CLGFA hereby represents that the information in the Offering Statement
under the heading "APPENDIX E—CALIFORNIA LOCAL GOVERNMENT FINANCE
AUTHORITY" is fair and accurate and does not contain any untrue statement of a
material fact and does not omit to state a material fact necessary in order to make the
statements contained therein, in the light of the circumstances imder which they were
made, not misleading.

(b) CLGFA is, and will be at the Closing Date, a joint powers authority of the
State of California (the "State"), duly organized and existing under the laws of the State,
and with full legal right, power and authority to issue and deliver the Senior Bonds to
the Underwriter pursuant to Resolution No. 97-1 dated February 19, 1997 (the "Bond
Resolution") authorizing the issuance of the Bonds, to enter into the Legal Documents
to which it is a party, to adopt the Bond Resolution and to carry out and perform its
obligations under the Legal Documents.

(c) The Bond Resolution has been duly adopted by CLGFA, is in full force
and effect and constitutes the legal, valid and binding action of CLGFA.

(d) At the Closing Date, CLGFA will be in compliance in all material respects
with the covenants and agreements contained herein, in the Bond Resolution and in the
other Legal Documents and, to the knowledge of CLGFA, no event of default will exist
which, with the giving of notice or passage of time, or both, would constitute an event
of default by CLGFA under or breach by CLGFA of the Bond Resolution or the Legal
D o c u m e n t s .

(e) To the best knowledge of CLGFA, the adoption of the Bond Resolution
and the execution and delivery of the Legal Documents and the Bonds and compliance
with the provisions hereof and thereof do not and will not as of the Closing Date conflict
with or constitute on the part of CLGFA a breach or violation of or default under any
constitutional provision or statute of the State or the United States or any indenture,
mortgage, deed of trust, resolution, note agreement or other agreement or instrument to
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Offering Statement not misleading in the light of the circumstances existing at the date
of Closing, CLGFA will forthwith prepare and fiimish to the Underwriter (at the expense
of CLGFA for 90 days from the date of Closing, and thereafter at the expense of the
Underwriter) a reasonable number of copies of an amendment or a supplement to
Appendix E to the Offering Statement (in form and substance satisfactory to counsel for
the Underwriter) which will amend or supplement Appendix E to the Offering Statement
so that such appendix will not contain an untrue statement of a material fact or omit to
state a material fact necessary in order to make the statements therein, in the light of the
circumstances existing at the time the Offering Statement is delivered to a purchaser, not
misleading. For the purposes of this section, CLGFA will furnish such information with
respect to itself as you may from time to time request.

(j) CLGFA will not use or invest proceeds of the Bonds in any maimer which
would cause the Bonds to be considered arbitrage bonds within the meaning of Section
148 of the Internal Revenue Code of 1986; provided that the Owner shall control and
direct the investments of all Bond proceeds.

(k) CLGFA will take any action reasonably necessary to assure or maintain
the exclusion from gross income for purposes of federal income taxes of interest on the
Bonds and will not take any action, or permit any action to be taken with respect to
which it may exercise control, which would result in the loss of such exclusion.

It shall be a condition to Closing that all documents required to be delivered and all other
requirements set forth under the Purchase Contract have been received, waived or otherwise
modified to the satisfaction of CLGFA.

The representations, warranties and agreements contained herein shall survive the Closing
under the Purchase Contract and any investigation made by or on behalf of the Owner or the
Underwriter or any such director, officer or any such controlling person of any matters
described in or related to the transactions contemplated hereby and by the Purchase Contract,
the Offering Statement and the Legal Documents.

♦

This Letter of Representation shall be binding upon and inure solely to the benefit of the
Underwriter, the Owner, CLGFA and any such member, officer, director or any such
controlling person, and their respective personal representatives, successors and assigns, and no
other person or firm shall acquire or have any right under or by virtue of this letter agreement.

This Letter of Representation may be executed by the parties hereto in separate
counterparts, each of which when so exeputed and delivered shall be an original, but all such
counterparts shall together constitute but one and the same instrument, which shall be governed
by laws of the State of California.
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If the foregoing is in accordance with the understanding of the Owner and the
Underwriter of the agreement between us, kindly sign and return to CLGFA the enclosed
duplicate of this letter agreement whereupon this will constitute a binding agreement between
us in accordance with the terms hereof.

C A L I F O R N I A L O C A L G O V E R N M E N T
F I N A N C E A U T H O R I T Y

B y _
Ti t l e :

Accepted and confirmed as of
the date first above written:

SUTRO & CO. INCORPORATED,
as representative

N O V A T O F I N A N C I N G A U T H O R I T Y

T i t l e
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C O N T I N i n N G D I S C L O S U R E A G R E E M E N T

This Continuing Disclosure Agreement (this "Disclosure Agreement") is executed and
delivered by PARK ACQUISITION CORPORATION OF MARIN VALLEY MOBILE
COUNTRY CLUB, a California nonprofit mutual benefit corporation (the "PAC"), NOVATO
FINANCING AUTHORITY, a California joint powers authority (the "Authority") and FIRST
TRUST OF CALIFORNIA, NATIONAL ASSOCIATION, a national banking association
organized and existing under the laws of the United States of America, in its capacity as
Dissemination Agent hereunder and in its capacity as trustee (the "Trustee") for the holders of
the $15,485,000 Senior Revenue Bonds, Series 1997A (Marin Valley Mobile Country Club Park
Acquisition Project), Issued for the Benefit of Novato Financing Authority (California),
Facilitated by the California Local Government Finance Authority (the "Bonds") imder the Trust
Indenture between the California Local Government Finance Authority ("CLGFA") and the
Trustee, dated as of March 1, 1997 (the "Indenture"). The PAC, the Authority, the
Dissemination Agent and the Trustee covenant and agree as follows:

Section 1. Purpose of the Disclosure Agreement. This Disclosure Agreement is being
executed and delivered by the PAC, the Authority, the Dissemination Agent and the Trustee for
the benefit of the Holders and Beneficial Owners of the Bonds and in order to assist the
Participating Underwriters in complying with, and constitutes the written undertaking of the
Project Owner for the benefit of the Bondholders required by. Section (b)(5)(i) of Securities and
Exchange Commission Rule 15c2-12 under the Securities Exchange Act of 1934, as amended
(17 C.F.R. § 240.15c2-12) (the "Rule").

While the Delegation Agreement dated as of March 1, 1997, (the "Delegation
Agreement") by and between the Authority and the PAC is in effect, the PAC, as an "obligated
person" within the meaning of the Rule, and upon termination of the Delegation Agreement, the
Authority, as an "obligated person" within the meaning of the Rule (the party then acting as the
"obligated party" is herein referred to as the "Obligated Party"), undertakes to provide the
following information as provided in this Disclosure Agreement:

(1) Annual Financial Information;

(2) Audited Financial Statements; and

(3) Material Event Notices.

Section 2. Definitions. In addition to the definitions set forth in the Indenture, which
apply to any capitalized term used in this Disclosure Agreement unless otherwise defined in this
Section, the following capitalized terms shall have the following meanings:

"Annual Financial Information" means, in the case of the Obligated Party, the financial
information or operating data with respect to the Project, provided at least annually, of the type
included in Appendix A hereto, which Annual Financial Information may, but is not required
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^ to, include Audited Financial Statements, and which Annual Financial Information will include
the information contained in the following sections in the Offering Statement relating to the
Bonds revised to reflect the prior Fiscal Year's actual results: "PROJECTED PROJECT
FINANCIAL PROFORMAS" and "THE PROJECT—General Description." If the document
included by reference is a final official statement, it must be available from the Municipal
Securities Rulemaking Board.

"Audited Financial Statements" means the annual audited financial statements related to
the Project.

"Beneficial Owners" means any person which has the power, directly or indirectly, to
vote or consent with respect to, or to dispose of ownership of, any Bonds, including persons
holding Bonds through nominees or depositories.

"Dissemination Agent" means First Trust of California, National Association, acting in
its capacity as Dissemination Agent hereunder, or any successor Dissemination Agent designated
in writing by the Obligated Party and which has filed with the Trustee a written acceptance of
such designation.

"Financial Security" means Financial Security Assurance Inc., a stock insurance company
organized and created under the laws of the State of New York, and any successors thereto.

"Holders" means either the registered owners of the Bonds, or, if the Bonds are
registered in the name of The Depository Trust Company or another recognized depository, any
applicable participant in its depository system.

"Material Event" means any of the following events with respect to the Bonds:

(i) Principal and interest payment delinquencies;

(ii) Nonpayment-related Events of Default under and as defined in the
Indenture;

(iii) Unscheduled draws on debt service reserves reflecting financial difficulties;

(iv) Unscheduled draws on credit enhancements reflecting financial difficulties;

(v) Substitution of credit or liquidity providers, or their failure to perform;

(vi) Adverse tax opinions or events affecting the tax-exempt status of the
Bonds;

(vii) Modifications to rights of Bondholders;
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(viii) Bond calls (other than mandatory sinking fund redemptions);

(ix) Defeasances;

(x) Release, substitution, or sale of property securing repayment of the Bonds;
a n d

(xi) Rating changes.

"Material Event Notice" means written or electronic notice of a Material Event.

"NRMSIR" means a nationally recognized municipal securities information repository,
as recognized from time to time by the Securities and Exchange Commission for the purposes
referred to in the Rule; the NRMSIRs as of the date of this Disclosure Agreement being as
follows: Bloomberg Municipal Repositories, Post Office Box 840, Princeton, New Jersey
08542-0840, Phone: (609) 279-3200, Facsimile: (609) 279-5962; The Bond Buyer, Attention:
Municipal Disclosure, 395 Hudson Street, New York, New York 10014, Phone:
(212) 807-3814, Facsimile: (212) 989-9282, Internet: Disclosure @ Muller.com; Disclosure,
Inc., 5161 River Road, Bethesda, Maryland 20816, Attention: Document
Acquisitions/Municipal Sectirities, Phone: (301) 951-1450 (for Issuer-related questions) and
(800) 638-8241 (for purchase of documents). Facsimile: (301) 718-2329 (for obligated persons
to submit documents); Kenny Information Systems, Inc., 65 Broadway - 16th Floor, New York,
New York 10006, Attention: Kenny Repository Service, Phone: (212) 770-4595, Facsimile:
(212) 797-7994; Moody's NRMSIR, Public Finance Information Center, 99 Church Street,
New York, New York 10007, Phone: (800) 339-6306, Facsimile: (212) 553-1460;
R.R. Donnelley Financial, Municipal Securities Disclosure Archive, 559 Main Street, Hudson,
MA 01749, Phone: (800) 580-3670, Facsimile: (508) 562-1969.

"Participating Underwriter" means any of the original underwriters of the Bonds required
to comply with the Rule in connection with offering of the Bonds.

"SID" means a state information depository as operated or designated by the State of
California as such for the purposes referred to in the Rule. As of the date of tWs Disclosure
Agreement, there is no SID operated or designated by the State of California as such for the
purposes referred to in the Rule.

Section 3. Provision of Annual Reports, (a) While any Bonds are outstanding, the
Obligated Party shall, or shall cause the Dissemination Agent to, provide the Annual Financial
Information on or before February 1 of each year (the "Report Date"), beginning on or before
February 1, 1998, to each then existing NRMSIR, the SID, if any, and Financial Security. If
the Dissemination Agent is to provide the Annual Financial Information, not later than 15
Business Days prior to said date, the Obligated Party shall provide the Annual Financial
Information to the Dissemination Agent. The Obligated Party shall include with each such
submission of Annual Financial Information to the Dissemination Agent a written representation
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^ addressed to the Dissemination Agent, upon which the Dissemination Agent may conclusively
rely, to the effect that the Annual Financial Information is the Annual Financial Information
required to be provided by it pursuant to this Disclosure Agreement and that it complies with
the applicable requirements of this Disclosure Agreement. In each case, the Annual Financial
Information may be submitted as a single document or as a set of documents, and all or any part
of such Annual Financial Information may be provided by specific cross-reference to other
documents previously provided to each NRMSIR and the SID, if any, or filed with the Securities
and Exchange Commission and, if such a document is a final official statement within the
meaning of the Rule, available from the Municipal Securities Rulemaking Board, as provided
in the definition of Annual Financial Information. The Audited Financial Statements, if any,
may, but are not required to be, provided as a part of the Annual Financial Information.

(b) If not provided as part of the Annual Financial Information, the Obligated Party
shall, or, upon furnishing such Audited Financial Statements to the Dissemination Agent, shall
cause the Dissemination Agent to, provide Audited Financial Statements when and if available
while any Bonds are Outstanding to each then existing NRMSIR and the SID, if any.

(c) If by 15 Business Days prior to a Report Date the Dissemination Agent has not
received a copy of the Annual Financial Information, the Dissemination Agent shall contact the
Obligated Party to give notice that the Dissemination Agent has not received the Annual
Financial Information and that such information must be provided to the NRMSIRS and SID,
if any, by the applicable Report Date.

(d) The Dissemination Agent shall:

(i) determine prior to the Report Date the name and address of each NRMSIR
and each SID, if any; and

(ii) to the extent the Obligated Party has provided the Annual Financial
Information to the Dissemination Agent, file a report with the Obligated Party certifying
that the Annual Financial Information has been provided by the Dissemination Agent to
each NRMSIR and SID, if any, pursuant to this Disclosure Agreement, stating the date
it was provided and listing each then existing NRMSIR and the SID, if any, to which it
was provided.

(f) If the Dissemination Agent does not receive the Annual Financial Information
from the Obligated Party required by clause (a) of this Section by the applicable Report Date,
the Dissemination Agent shall, without further direction or instruction from the Obligated Party,
provide in a timely manner to the Municipal Securities Rulemaking Board, to the SID, if any,
and Financial Security, notice of any such failure to provide to the Dissemination Agent Annual
Financial Information by the applicable Report Date. For the purposes of determining whether
information received from the Obligated Party is Annual Financial Information, the
Dissemination Agent shall be entitled conclusively to rely on the written representation made by
the Obligated Party pursuant to this Section.
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^ Section 4. Reporting of Significant Events. (a)(i) If a Material Event occurs while any
Bonds are Outstanding, the Obligated Party shall provide a Material Event Notice in a timely
manner to the Dissemination Agent and Financial Security and instruct the Dissemination Agent
to provide such Material Event Notice in a timely manner to the Municipal Securities
Rulemaking Board and the SID, if any. Each Material Event Notice shall be so captioned and
shall prominently state the date, title and CUSIP numbers of the Bonds.

(ii) The Tmstee shall promptly advise the Obligated Party, Financial Security and the
Authority if it is not then the Obligated Party of any Material Event with respect to the Bonds
of which the Trustee has actual knowledge. For purposes of this Disclosure Agreement, "actual
knowledge" of such Material Event shall mean knowledge by a Responsible Officer of the
Trustee at the Corporate Trust Office of the existence of such Material Event.

(b) Whenever the Obligated Party obtains knowledge of the occurrence of a Material
Event, whether because of a notice from the Trustee pursuant to subsection (a) or otherwise, the
Obligated Party shall as soon as reasonably possible determine if such event would constitute
mater ia l informat ion for Bondholders.

(c) If the Obligated Party provides to the Dissemination Agent information relating
to the Obligated Party or the Bonds, which information is not designated as a Material Event
Notice, and directs the Dissemination Agent to provide such information to NRMSIRs, the
Dissemination Agent shall provide such information in a timely manner to the NRMSIRs or the
Municipal Securities Rulemaking Board and the SID, if any.

Section 5. Termination of Reporting Obligation. The PAC's, the Authority's, the
Dissemination Agent's and the Trustee's obligations under this Disclosure Agreement shall
automatically terminate once the Bonds are no longer outstanding.

Section 6. Dissemination Agent. The Obligated Party may, from time to time, appoint
or engage a Dissemination Agent to assist it in carrying out its obligations under this Disclosure
Agreement, and may discharge any such Dissemination Agent, with or without appointing a
successor Dissemination Agent upon notice to the Dissemination Agent. The Dissemination
Agent may resign at any time by providing 30 days' written notice to the Obligated Party and
the Authority if it is not then the Obligated Party. The initial Dissemination Agent shall be First
Trust of California, National Association.

Section 7. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Agreement, the PAG, the Authority, the Dissemination Agent and the Trustee may amend this
Disclosure Agreement and any provision of this Disclosure Agreement may be waived by the
parties hereto, if such amendment or waiver is supported by an opinion of counsel expert in
federal securities laws, acceptable to the Authority and the Trustee, to the effect that such
amendment or waiver would not, in and of itself, cause the undertakings herein to violate the
Rule if such amendment or waiver had been effective on the date hereof but taking into account
any subsequent change in or official interpretation of the Rule, provided that the Authority shall
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have provided notice of such delivery and of the amendment to each then existing NRMSIR or
the MSRB and the SID, if any, provided that neither the Trustee nor the Dissemination Agent
shall be obligated to agree to any amendment that modifies the duties or liabilities of the
Dissemination Agent or the Trustee without their respective consent thereto. Any such
amendment shall satisfy, unless otherwise permitted by the Rule, the following conditions:

(i) The amendment may only be made in connection with a change in
circumstances that arises from a change in legal reimbursements, change in law or
change in the identity, nature or status of the obligated person or type of business
conducted;

(ii) This Disclosure Agreement, as amended, would have complied with the
requirements of the Rule at the time of the primary offering, after taking into account
any amendments or interpretations of the Rule, as well as any change in circumstances;
a n d

(iii) The amendment does not materially impair the interests of Beneficial
Owners and Holders of any of the Bonds, as determined either by parties unaffiliated
with the Borrower (such as the Trustee or counsel expert in federal securities laws), or
by approving vote of Bondholders pursuant to the terms of the Indenture at the time of
the amendment. The initial Annual Financial information after the amendment shall
explain, in narrative form, the reasons for the amendment and the effect of the change,
if any, in the type of operating data or financial information being provided.

Section 8. Additional Information. Nothing in this Disclosure Agreement shall be
deemed to prevent the PAC and the Authority from disseminating any other information, using
the means of dissemination set forth in this Disclosure Agreement or any other means of
communication, or including any other information in any Annual Financial Information or
notice of occurrence of a Material Event, in addition to that which is required by this Disclosure
Agreement. If the PAC or the Authority chooses to include any information in any Annual
Financial Information or notice of occurrence of a Material Event in addition to that which is
specifically required by this Disclosure Agreement, the PAC and the Authority shall have no
obligation under this Disclosure Agreement to update such information or include it in any future
Annual Financial Information or notice of occurrence of a Material Event.

Section 9. Default. In the event of a failure of the PAC or the Authority, the
Dissemination Agent or the Trustee to comply with any provision of this Disclosure Agreement,
the Trustee, at the written direction of any Participating Underwriter or the Holders of at least
25% in aggregate principal amount of Outstanding Bonds, shall, but only to the extent the
Trustee receives indemnification to its satisfaction, or any Beneficial Owner or Holder of any
of the Bonds may seek mandate or specific performance by court order, to cause the PAC, the
Authority, the Dissemination Agent or the Trustee, as the case may be, to comply with its
obligations under this Disclosure Agreement; provided that neither the PAC, the Authority, the
Dissemination Agent nor the Trustee shall be liable for monetary damages or any other monetary

0 2 / 11 5 2 5 4 . 6 6



^ penalty or payment for breach of any of its obligations under this Section unless such breach
shall have been willful or reckless. A default under this Disclosure Agreement shall not be
deemed an Event of Default under the Indenture, and the rights and remedies provided by the
Indenture upon the occurrence of an "Event of Default" shall not apply to any such failure. The
sole remedy under this Disclosure Agreement in the event of any failure of the Authority, the
PAC, the Dissemination Agent or the Trustee to comply with this Disclosure Agreement shall
be an action to compel performance.

Section 10. Duties, Immunities and Liabilities of Trustee and Dissemination Agent.
Article IX of the Indenture is hereby made applicable to this Disclosure Agreement as if this
Disclosure Agreement were (solely for this purpose) contained in the Indenture. The
Dissemination Agent (if other than the Trustee or the Trustee in its capacity as Dissemination
Agent) and the Trustee shall have only such duties as are specifically set forth in this Disclosure
Agreement, and the PAC agrees to indemnify and save the Dissemination Agent and the Trustee
and their officers, directors, employees and agents harmless against any loss, expense and
liabilities which they may incur arising out of or in the exercise or performance of their powers
and duties hereunder, including the costs and expenses (including attorneys' fees) of defending
against any claim of liability, but excluding liabilities due to the Dissemination Agent's or
Trustee's respective negligence or willful misconduct. The Dissemination Agent shall be paid
compensation by the Obligated Party for its services provided hereunder and all expenses, legal
fees and advances made or incurred by the Dissemination Agent hereunder. The Dissemination
Agent shall have no duty or obligation to review any information provided to it by the Obligated
Party hereunder and shall not be deemed to be acting in a fiduciary capacity for the Obligated
Party, the Holders or Beneficial Owners of the Bonds or any other party. The obligations of
the Obligated Party under this Section shall survive resignation or removal of the Dissemination
Agent or Trustee and payment of the Bonds.

Section 11. Beneficiaries. This Disclosure Agreement shall inure solely to the benefit
of the PAC, the Authority, the Trustee, the Dissemination Agent, the Participating Underwriters,
CLGFA, Financial Security and the Beneficial Owners and Holders of any Bonds and shall
create no rights in any other person or entity.

Section 12. Conduit Facilitator. All parties hereto recognize and agree that CLGFA is
acting in the transactions contemplated herein solely in a conduit facilitating role to assist the
substantive parties in achieving their goals; CLGFA is not a substantive party to such
transaction; and CLGFA's agreements and obligations herexmder are solely for the purpose of
passing through funds and substantive agreements and obligations of such substantive parties.

Section 13. Interpretation. It being the intention of the PAC and the Authority that
there be full and complete compliance with the Rule, this Disclosure Agreement shall be
construed in accordance with the written guidance and no-action letters published from time to
time by the Securities and Exchange Commission and its staff with respect to the Rule.
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Section 14. Governing Law. This Disclosure Agreement shall be governed by the laws
o f t h e S t a t e o f C a l i f o r n i a .

Section 15. Counterparts. This Disclosure Agreement may be executed in several
counterparts, each of which shall be an original and all of which shall constitute but one and the
s a m e i n s t r u m e n t .

Dated as of: March 1, 1997

PARK ACQUISITION CORPORATION OF
M A R I N V A L L E Y M O B I L E C O U N T R Y

F I R S T T R U S T O F C A L I F O R N I A ,
NATIONAL ASSOCIATION, as Trustee
and as Dissemination Agent

T i t l e \
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A P P E N D I X A

ANNUAL D ISCLOSURE REPORT

$15,485,000
Senior Revenue Bonds, Series 1997A

(Marin Valley Mobile Country Club Park Acquisition Project)
Issued for the Benefit of

Novato Financing Authority (California)
Facilitated by the

California Local Government Finance Authority

Report For Period Ending

T H E P R O J E C T

Name:

Address:

Number of Spaces
Number of Spaces Occupied as of Report Date

R e n t a l R a t e s

A v e r a g e $

L o w

High

R E N T A L I N C O M E

O T H E R R E V E N U E
Total Revenue

02/115254.6



^ EXPENSES
Salaries and Wages
Employee Benefits
Professional Services
Supplies and Other
Depreciation and Amortization
Interest Expense

Total Expense

Gain (loss) From Operations

N O N O P E R A T I N G G A I N S
Interest Income

EXPENSES IN EXCESS OF
R E V E N U E A N D G A I N S

A D D B A C K :
Depreciation and Amortization
Interest Expense

N E T O P E R A T I N G I N C O M E
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C O N T I N U I N G D I S C L O S U R E A G R E E M E N T

This Continuing Disclosure Agreement (this "Disclosure Agreement") is executed and
delivered by PARK ACQUISITION CORPORATION OF MARIN VALLEY MOBILE
COUNTRY CLUB, a California nonprofit mutual benefit corporation (the "PAC"), NOVATO
HNANCING AUTHORITY, a California joint powers authority (the "Authority"), THE
REDEVELOPMENT AGENCY OF THE CITY OF NOVATO, a public body corporate and
politic duly organized and existing under the laws of the State of California (the "Agency"), and
HRST TRUST OF CALIFORNIA, NATIONAL ASSOCIATION, a national banking association
organized and existing under the laws of the United States of America, in its capacity as
Dissemination Agent hereunder and in its capacity as trustee (the "Trustee") for the holders of
the $1,585,000 Subordinate Revenue Bonds, Series 1997B (Marin Valley Mobile Country Club
Park Acquisition Project), Issued for the Benefit of the Novato Financing Authority (California),
Facilitated by the California Local Government Finance Authority (the "Bonds") under the Trust
Indenture between the California Local Government Finance Authority ("CLGFA") and the
Trustee, dated as of March 1, 1997 (the "Indenture"). The PAC, the Authority, the Agency,
the Dissemination Agent and the Trustee covenant and agree as follows:

Section 1. Purpose of the Disclosure Agreement. This Disclosure Agreement is being
executed and delivered by the PAC, the Authority, the Agency, the Dissemination Agent and
the Trustee for the benefit of the Holders and Beneficial Owners of the Bonds.

While the Delegation Agreement dated as of March 1, 1997, (the "Delegation
Agreement") by and between the Authority and the PAC is in effect, the PAC, and upon
termination of the Delegation Agreement, the Authority (the party then acting is herein referred
to as the "Obligated Party") undertakes to provide the following information as provided in this
Disclosure Agreement:

(1) Project Annual Financial Information;

(2) Project Audited Financial Statements, if any; and

(3) Material Event Notices.

The Agency undertakes to provide Agency Audited Financial Statements as provided in
this Disclosure Agreement.

Section 2. Definitions. In addition to the definitions set forth in the Indenture, which
apply to any capitalized term used in this Disclosure Agreement unless otherwise defined in this
Section, the following capitalized terms shall have the following meanings:

"Agency Audited Financial Statements" means, in the case of the Agency, its aimual
^ audited financial statements.
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"Beneficial Owners" means any person which has the power, directly or indirectly, to
vote or consent with respect to, or to dispose of ownership of, any Bonds, including persons
holding Bonds through nominees or depositories.

"Dissemination Agent" means First Trust of California, National Association, acting in
its capacity as Dissemination Agent hereunder, or any successor Dissemination Agent designated
in writing by the Obligated Party and which has filed with the Trustee a written acceptance of
such designation.

"Holders" means either the registered owners of the Bonds, or, if the Bonds are
registered in the name of The Depository Trust Company or another recognized depository, any
applicable participant in its depository system.

"Material Event" means any of the following events with respect to the Bonds:

(i) Principal and interest payment delinquencies;

(ii) Nonpayment-related Events of Default under and as defined in the
Indenture;

(iii) Unscheduled draws on debt service reserves reflecting financial difficulties;

(iv) Unscheduled draws on credit enhancements reflecting financial difficulties;

(v) Substitution of credit or liquidity providers, or their failure to perform;

(vi) Adverse tax opinions or events affecting the tax-exempt status of the
Bonds;

(vii) Modifications to rights of Bondholders;

(viii) Bond calls (other than mandatory sinking fund redemptions);

(ix) Defeasances;

(x) Release, substitution, or sale of property securing repayment of the Bonds;
a n d

(xi) Rating changes.

"Material Event Notice" means written or electronic notice of a Material Event.

"Project Annual Financial Information" means, in the case of the Obligated Party, the
financial information or operating data with respect to the Project, provided at least aimually.
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of the type included in Appendix A hereto, which Annual Financial Information may, but is not
required to, include Project Audited Financial Statements, and which Annual Financial
Information will include the then current Loan Payment Schedule in the form attached to the
Loan Agreement as Exhibit B and the information contained in the following sections in the
Private Placement Memorandum relating to the Bonds revised to reflect the prior Fiscal Year's
actual results: (i) "THE PROJECT—General Description" and (ii) "THE REDEVELOPMENT
AGENCY OF THE CITY OF NOVATO." If the document included by reference is a final
official statement, it must be available from the Municipal Securities Rulemaking Board.

"Project Audited Financial Statements" means, in the case of the Obligated Party, the
annual audited financial statements of the Project, if any.

Section 3. Provision of Annual Reports, (a) While any Bonds are outstanding, the
Obligated Party shall, or shall cause the Dissemination Agent to, provide the Project Annual
Financial Information on or before September 1 of each year (the "Report Date"), begiiming on
or before September 1, 1998, to each Holder and Beneficial Owner of the Bonds for which it
has actual knowledge of its respective identity and address. If the Dissemination Agent is to
provide the Project Annual Financial Information, not later than 15 Business Days prior to said
date, the Obligated Party shall provide the Project Annual Financial Information to the
Dissemination Agent. The Obligated Party shall include with each such submission of Project
Annual Financial Information to the Dissemination Agent a written representation addressed to
the Dissemination Agent, upon which the Dissemination Agent may conclusively rely, to the
effect that the Project Annual Financial Information is the Project Annual Financial Information
required to be provided by it pursuant to this Disclosure Agreement and that it complies with
the applicable requirements of this Disclosure Agreement. In each case, the Project Annual
Financial Information may be submitted as a single document or as a set of documents, and all
or any part of such Project Annual Financial Information may be provided by specific
cross-reference to other documents previously provided to the Holder and Beneficial Owner of
the Bonds for which it has actual knowledge of its respective identity and address, or filed with
the Securities and Exchange Commission and, if such a document is a final official statement
within the meaning of the Rule, available from the Municipal Securities Rulemaking Board, as
provided in the definition of Project Annual Financial Information. The Project Audited
Financial Statements, if any, may, but are not required to be, provided as a part of the Project
Annual F inanc ia l In format ion.

(b) If not provided as part of the Project Annual Financial Information, the Obligated
Party shall, or, upon furnishing such Project Audited Financial Statements to the Dissemination
Agent, shall cause the Dissemination Agent to, provide Project Audited Financial Statements
when and if available while any Bonds are Outstanding to each Holder and Beneficial Owner of
the Bonds for which it has actual knowledge of its respective identity and address.

(c) If by 15 Business Days prior to a Report Date the Dissemination Agent has not
received a copy of the Project Annual Financial Information, the Dissemination Agent shall
contact the Obligated Party to give notice that the Dissemination Agent has not received the
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Project Annual Financial Information and that such information must be provided to each Holder
and Beneficial Owner of the Bonds for which it has actual knowledge of its respective identity
and address by the applicable Report Date.

(d) The Dissemination Agent shall:

(i) determine prior to the Report Date the name and address of each Holder
and Beneficial Owner of the Bonds for which it has actual knowledge of its respective
identity and address; and

(ii) to the extent the Obligated Party has provided the Project Annual Financial
Information to the Dissemination Agent, file a report with the Obligated Party certifying
that the Annual Financial Information has been provided by the Dissemination Agent to
each Holder and Beneficial Owner of the Bonds for which it has actual knowledge of its
respective identity and address pursuant to this Disclosure Agreement, stating the date
it was provided and listing each Holder and Beneficial Owner of the Bonds for which it
has actual knowledge of its respective identity and address to which it was provided.

(f) If the Dissemination Agent does not receive the Project Aimual Financial
Information from the Obligated Party required by clause (a) of this Section by the applicable
Report Date, the Dissemination Agent shall, without further direction or instruction from the
Obligated Party, provide in a timely marmer to each Holder and Beneficial Owner of the Bonds
for which it has actual knowledge of its respective identity and address notice of any such failure
to provide to the Dissemination Agent Project Aimual Financial Information by the applicable
Report Date. For the purposes of determining whether information received from the Obligated
Party is Project Annual Financial Information, the Dissemination Agent shall be entitled
conclusively to rely on the written representation made by the Obligated Party pursuant to this
Sect ion.

Section 4. Reporting of Significant Events. (a)(i) If a Material Event occurs while any
Bonds are Outstanding, the Obligated Party shall provide a Material Event Notice in a timely
manner to the Dissemination Agent and instruct the Dissemination Agent to provide such
Material Event Notice in a timely manner to the Holders and Beneficial Owners of the Bonds
for which it has actual knowledge of its respective identity and address. Each Material Event
Notice shall be so captioned and shall prominently state the date, title and CUSIP numbers of
the Bonds.

(ii) The Trustee shall promptly advise the Obligated Party and the Authority if it is
not then the Obligated Party of any Material Event with respect to the Bonds of which the
Trustee has actual knowledge. For purposes of this Disclosure Agreement, "actual knowledge"
of such Material Event shall mean knowledge by a Responsible Officer of the Trustee at the
Corporate Trust Office of the existence of such Material Event.
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(b) Whenever the Obligated Party obtains knowledge of the occurrence of a Material
Event, whether because of a notice from the Trustee pursuant to subsection (a) or otherwise, the
Obligated Party shall as soon as reasonably possible determine if such event would constitute
mater ia l informat ion for Bondholders.

(c) If the Obligated Party provides to the Dissemination Agent information relating
to the Obligated Party or the Bonds, which information is not designated as a Material Event
Notice, and directs the Dissemination Agent to provide such information to the Holders and
Beneficial Owners of the Bonds, the Dissemination Agent shall provide such information in a
timely maimer to the Holders and Beneficial Owners of the Bonds for which it has actual
knowledge of its respective identity and address.

Section 5. Provision of Agency Audited Financial Statements, (a) While any Bonds are
outstanding and the Agency is obligated to pay the Pledge Amount under the Pledge Agreement
upon the occurrence of certain events, the Agency shall, or shall cause the Dissemination Agent
to, provide Agency Audited Financial Statements on or before February 1 of each year (the
"Agency Report Date") beginning on February 1, 1998, to each Holder and Beneficial Owner
of the Bonds for which it has actual knowledge of its respective identity and address. If the
Dissemination Agent is to provide the Agency Audited Financial Statements, not later than 15
Business Days prior to said date, the Agency shall provide the Agency Audited Financial
Statements to the Dissemination Agent.

(b) If by 15 Business Days prior to an Agency Report Date the Dissemination Agent
has not received a copy of the Agency Audited Financial Statements, the Dissemination Agent
shall contact the Agency to give notice that the Dissemination Agent has not received the Agency
Audited Financial Statements and that such information must be provided to each Holder and
Beneficial Owner of the Bonds for which it has acmal knowledge of its respective identity and
address, by the applicable Agency Report Date.

(c) The Dissemination Agent shall:

(i) determine prior to the Agency Report Date the name and address of each
Holder and Beneficial Owner of the Bonds for which it has actual knowledge of its
respective identity and address; and

(ii) to the extent the Agency has provided the Agency Audited Financial
Statements to the Dissemination Agent, file a report with the Agency certifying that the
Agency Audited Financial Statements have been provided by the Dissemination Agent
to each Holder and Beneficial Owner of the Bonds for which it has actual knowledge of
its respective identity and address, pursuant to the Disclosure Agreement, stating the date
it was provided and listing each such Holder and Beneficial Owner to which it was
provided.
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(d) The Agency shall provide written notice to Financial Security Assurance, Inc.,
within 30 days after any change made by the Agency with respect to the timing of the official
fiscal year period of the Agency.

Section 6. Termination of Reporting Obligation. The PAC's, the Authority's, the
Agency's, the Dissemination Agent's and the Trustee's obligations under this Disclosure
Agreement shall automatically terminate once the Bonds are no longer outstanding.

Section 7. Dissemination Agent. The Obligated Party may, from time to time, appoint
or engage a Dissemination Agent to assist it in carrying out its obligations under this Disclosure
Agreement, and may discharge any such Dissemination Agent, with or without appointing a
successor Dissemination Agent upon notice to the Dissemination Agent. The Dissemination
Agent may resign at any time by providing 30 days' written notice to the Obligated Party and
the Authority if it is not then the Obligated Party. The initial Dissemination Agent shall be First
Trust of California, National Association.

Section 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Agreement, the PAC, the Authority, the Agency, the Dissemination Agent and the Trustee may
amend this Disclosure Agreement and any provision of this Disclosure Agreement may be
waived by the parties hereto, if such amendment or waiver is approved by a majority of the
Holders of the Bonds then outstanding under the Indenture; provided that neither the Trustee nor
the Dissemination Agent shall be obligated to agree to any amendment that modifies the duties
or liabilities of the Dissemination Agent or the Trustee without their respective consent thereto.

Section 9. Additional Information. Nothing in this Disclosure Agreement shall be
deemed to prevent the PAC, the Agency and the Authority from disseminating any other
information, using the means of dissemination set forth in this Disclosure Agreement or any
other means of communication, or including any other information in any Project Aimual
Financial Information or notice of occurrence of a Material Event, in addition to that which is
required by this Disclosure Agreement. If the PAC, the Agency or the Authority chooses to
include any information in any Project Annual Financial Information or notice of occurrence of
a Material Event in addition to that which is specifically required by this Disclosure Agreement,
the PAC, the Agency and the Authority shall have no obligation under this Disclosure
Agreement to update such information or include it in any future Project Aimual Financial
Information or notice of occurrence of a Material Event.

Section 10. Default. In the event of a failure of the PAC, the Agency or the Authority,
the Dissemination Agent or the Trustee to comply with any provision of this Disclosure
Agreement, the Trustee, at the written direction of the Holders of at least 25% in aggregate
principal amount of Outstanding Bonds, shall, but only to the extent the Trustee receives
indemnification to its satisfaction, or any Beneficial Owner or Holder of any of the Bonds may
seek mandate or specific performance by court order, to cause the PAC, the Authority, the
Agency, the Dissemination Agent or the Trustee, as the case may be, to comply with its
obligations under this Disclosure Agreement; provided that neither the PAC, the Authority, the
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Agency, the Dissemination Agent nor the Trustee shall be liable for monetary damages or any
other monetary penalty or payment for breach of any of its obligations under this Section unless
such breach shall have been willful or reckless. A default under this Disclosure Agreement shall
not be deemed an Event of Default under the Indenture, and the rights and remedies provided
by the Indenture upon the occurrence of an "Event of Default" shall not apply to any such
failure. The sole remedy under this Disclosure Agreement in the event of any failure of the
Authority, the PAC, the Agency, the Dissemination Agent or the Trustee to comply with this
Disclosure Agreement shall be an action to compel performance.

Section 11. Duties, Immunities and Liabilities of Trustee and Dissemination Agent.
Article IX of the Indenture is hereby made applicable to this Disclosure Agreement as if this
Disclosure Agreement were (solely for this purpose) contained in the Indenture. The
Dissemination Agent (if other than the Trustee or the Trustee in its capacity as Dissemination
Agent) and the Trustee shall have only such duties as are specifically set forth in this Disclosure
Agreement, and the PAC agrees to indemnify and save the Dissemination Agent and the Trustee
and their officers, directors, employees and agents harmless against any loss, expense and
liabilities which they may incur arising out of or in the exercise or performance of their powers
and duties hereunder, including the costs and expenses (including attorneys' fees) of defending
against any claim of liability, but excluding liabilities due to the Dissemination Agent's or
Trustee's respective negligence or willful misconduct. The Dissemination Agent shall be paid
compensation by the Obligated Party for its services provided hereunder and all expenses, legal
fees and advances made or incurred by the Dissemination Agent hereunder. The Dissemination
Agent shall have no duty or obligation to review any information provided to it by the Obligated
Party or the Agency hereunder and shall not be deemed to be acting in a fiduciary capacity for
the Obligated Party, the Agency, the Holders or Beneficial Owners of the Bonds or any other
party. The obligations of the Obligated Party under this Section shall survive resignation or
removal of the Dissemination Agent or Trustee and payment of the Bonds.

Section 12. Beneficiaries. This Disclosure Agreement shall inure solely to the benefit
of the PAC, the Authority, the Agency, the Trustee, the Dissemination Agent, CLGFA and the
Beneficial Owners and Holders of any Bonds and shall create no rights in any other person or
entity.

Section 13. Conduit Facilitator. All parties hereto recognize and agree that CLGFA is
acting in the transactions contemplated herein solely in a conduit facilitating role to assist the
substantive parties in achieving their goals; CLGFA is not a substantive party to such
transaction; and CLGFA's agreements and obligations hereunder are solely for the purpose of
passing through funds and substantive agreements and obligations of such substantive parties.

Section 14. Governing Law. This Disclosure Agreement shall be governed by the laws
of the State of California.
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Section 15. Counterparts. This Disclosure Agreement may be executed in several
counterparts, each of which shall be an original and all of which shall constitute but one and the
same instrument.

Dated as of: March 1, 1997

T i t l e C h a i r

PARK ACQUISITION CORPORATION OF
M A R I N V A L L E Y M O B I L E C O U N T R Y
C L U B

jPiSilPreŝ ent

REDEVELQEI^NT AGENCY OF THECITY^^ffNO^TO

T i t l e C h a i r

F I R S T T R U S T O F C A L I F O R N I A ,
NATIONAL ASSOCIATION, as Trus tee
and as Dissemination Agent

By
T i t l e \
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A P P E N D I X A

A N N U A L D I S C L O S U R E R E P O R T

$1,585,000
Subordinate Revenue Bonds, Series 1997B

(Marin Valley Mobile Country Club Park Acquisition Project)
I s s u e d f o r t h e B e n e fi t o f t h e

Novato Financing Authority (California)
Facilitated by the

California Local Government Finance Authority

Report For Period Ending

T H E P R O J E C T

Name:

Address:

Occupancy

Number of Spaces
Number of Spaces Occupied as of Report Date

Rental Rates

A v e r a g e $

L o w

High

R E N T A L I N C O M E

O T H E R R E V E N U E
To t a l R e v e n u e
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E X P E N S E S
Salaries and Wages
Employee Benefits
Professional Services

Supplies and Other
Depreciation and Amortization
Interest Expense

Total Expense

Gain (loss) From Operations

N O N O P E R A T I N G G A I N S
Interest Income

E X P E N S E S I N E X C E S S O F
R E V E N U E A N D G A I N S

A D D B A C K :

Depreciation and Amortization
Interest Expense

N E T O P E R AT I N G I N C O M E
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No. R-1 $215,000.00

U N I T E D S T A T E S O F A M E R I C A
S T A T E O F C A L I F O R N I A

SENIOR REVENUE BONDS, SERIES 1997A
(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E
N O V A T O F I N A N C I N G A U T H O R I T Y

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y

I N T E R E S T R A T E : M A T U R I T Y D A T E : D A T E D D A T E : C U S I P :

3 . 9 0 0 % O c t o b e r 1 , 1 9 9 8 M a r c h 1 , 1 9 9 7 1 3 0 6 6 7 A A 6

R E G I S T E R E D O W N E R : C E D E & C O .
Tax I .D . Number 13 -2555119

P R I N C I P A L A M O U N T : T W O H U N D R E D F I F T E E N T H O U S A N D D O L L A R S

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S A C T I N G I N T H E
T R A N S A C T I O N S C O N T E M P L AT E D H E R E I N S O L E LY I N A C O N D U I T F A C I L I TAT I N G
ROLE TO ASSIST THE SUBSTANTIVE PARTIES IN ACHIEV ING THEIR GOALS;
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S N O T A S U B S TA N T I V E
PA R T Y T O S U C H T R A N S A C T I O N ; A N D C A L I F O R N I A L O C A L G O V E R N M E N T
F I N A N C E A U T H O R I T Y ' S A G R E E M E N T S A N D O B L I G A T I O N S H E R E U N D E R A R E
S O L E LY F O R T H E P U R P O S E O F PA S S I N G T H R O U G H F U N D S A N D S U B S TA N T I V E
AGREEMENTS AND OBLIGATIONS OF SUCH SUBSTANTIVE PARTIES.

Unless this Bond is presented by an authorized representative of The Depository Trust
Company, a New York Corporation ("DTC"), to the California Local Government Finance
Authority or its agent for registration, transfer, exchange or payment, and any Bond issued is
registered in the name of Cede & Co. or to such other entity as is requested by an authorized
representative of DTC (and any payment if made to Cede & Co. or to such other entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE OR OTHER
U S E H E R E O F F O R VA L U E O R O T H E R W I S E B Y O R T O A N Y P E R S O N I S W R O N G F U L
inasmuch as the Registered Owner hereof. Cede & Co., has an interest herein.

California Local Government Finance Authority, a joint exercise of powers agency duly
organized and validly existing under the laws of the State of California ("CLGFA"), for value
received, hereby promises to pay to the Registered Owner specified above or registered assigns

Page 1 of 10



N o . R - 2 $225,000.00

U N I T E D S T A T E S O F A M E R I C A
S T A T E O F C A L I F O R N I A

SENIOR REVENUE BONDS, SERIES 1997A
(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E
N O V A T O F I N A N C I N G A U T H O R I T Y

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y

I N T E R E S T R A T E ; M A T U R I T Y D A T E : D A T E D D A T E : C U S I P :

4 . 2 0 0 % October 1, 1999 March 1, 1997 1 3 0 6 6 7 A B 4

R E G I S T E R E D O W N E R : C E D E & C O .
Tax I .D . Number 13 -2555119

P R I N C I P A L A M O U N T : T W O H U N D R E D T W E N T Y - F I V E T H O U S A N D D O L L A R S

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S A C T I N G I N T H E
T R A N S A C T I O N S C O N T E M P L AT E D H E R E I N S O L E LY I N A C O N D U I T F A C I L I TAT I N G
ROLE TO ASSIST THE SUBSTANTIVE PARTIES IN ACHIEV ING THEIR GOALS;
C A U F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S N O T A S U B S TA N T I V E

. PARTY TO SUCH TRANSACTION; AND CAUFORNIA LOCAL GOVERNMENT
F I N A N C E A U T H O R I T Y ' S A G R E E M E N T S A N D O B U G A T I O N S H E R E U N D E R A R E
S O L E LY F O R T H E P U R P O S E O F PA S S I N G T H R O U G H F U N D S A N D S U B S TA N T I V E
A G R E E M E N T S A N D O B L I G AT I O N S O F S U C H S U B S TA N T I V E PA R T I E S .

Unless this Bond is presented by an authorized representative of The Depository Trust
Company, a New York Corporation ("DTC"), to the California Local Government Finance
Authority or its agent for registration, transfer, exchange or payment, and any Bond issued is
registered in the name of Cede & Co. or to such other entity as is requested by an authorized
representative of DTC (and any payment if made to Cede & Co. or to such other entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE OR OTHER
U S E H E R E O F F O R VA L U E O R O T H E R W I S E B Y O R T O A N Y P E R S O N I S W R O N G F U L
inasmuch as the Registered Owner hereof. Cede & Co., has an interest herein.

California Local Government Finance Authority, a joint exercise of powers agency duly
organized and validly existing under the laws of the State of California ("CLGFA"), for value
received, hereby promises to pay to the Registered Owner specified above or registered assigns
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No. R -3 $230,000.00

U N I T E D S T A T E S O F A M E R I C A
S T A T E O F C A L I F O R N I A

SENIOR REVENUE BONDS, SERIES 1997A
(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E
N O V A T O F I N A N C I N G A U T H O R I T Y

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y

I N T E R E S T R A T E : M A T U R I T Y D A T E : D A T E D D A T E : C U S I P :

4 . 3 5 0 % O c t o b e r 1 , 2 0 0 0 M a r c h 1 , 1 9 9 7 1 3 0 6 6 7 A C 2

R E G I S T E R E D O W N E R : C E D E & C O .
Tax I .D . Number 13 -2555119

P R I N C I P A L A M O U N T : T W O H U N D R E D T H I R T Y T H O U S A N D D O L L A R S

CALIFORNIA LOCAL GOVERNMENT FINANCE AUTHORITY IS ACTING IN THE
TRANSACTIONS CONTEMPLATED HEREIN SOLELY IN A CONDUIT FACILITATING
ROLE TO ASSIST THE SUBSTANTIVE PARTIES IN ACHIEVING THEIR GOALS;
CAUFORNIA LOCAL GOVERNMENT FINANCE AUTHORITY IS NOT A SUBSTANTIVE
PARTY TO SUCH TRANSACTION; AND CALIFORNIA LOCAL GOVERNMENT
F I N A N C E A U T H O R I T Y ' S A G R E E M E N T S A N D O B L I G AT I O N S H E R E U N D E R A R E
SOLELY FOR THE PURPOSE OF PASSING THROUGH FUNDS AND SUBSTANTIVE
AGREEMENTS AND OBUGATIONS OF SUCH SUBSTANTIVE PARTIES.

Unless this Bond is presented by an authorized representative of The Depository Trust
Company, a New York Corporation ("DTC"), to the California Local Government Finance
Authority or its agent for registration, transfer, exchange or payment, and any Bond issued is
registered in the name of Cede & Co. or to such other entity as is requested by an authorized
representative of DTC (and any payment if made to Cede & Co. or to such other entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE OR OTHER
USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL
inasmuch as the Registered Owner hereof. Cede & Co., has an interest herein.

California Local Government Finance Authority, a joint exercise of powers agency duly
organized and validly existing under the laws of the State of California ("CLGFA"), for value
received, hereby promises to pay to the Registered Owner specified above or registered assigns
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N o . R - 4 $240,000.00

U N I T E D S T A T E S O F A M E R I C A
S T A T E O F C A L I F O R N I A

SENIOR REVENUE BONDS, SERIES 1997A
(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E
N O V A T O F I N A N C I N G A U T H O R I T Y

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y

I N T E R E S T R A T E : M A T U R I T Y D A T E : D A T E D D A T E : C U S I P :

4 . 4 5 0 % O c t o b e r 1 , 2 0 0 1 M a r c h 1 , 1 9 9 7 1 3 0 6 6 7 A D 0

R E G I S T E R E D O W N E R : C E D E & C O .
Tax I .D . Number 13 -2555119

P R I N C I P A L A M O U N T : T W O H U N D R E D F O R T Y T H O U S A N D D O L L A R S

C A U F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S A C T I N G I N T H E
T R A N S A C T I O N S C O N T E M P L AT E D H E R E I N S O L E LY I N A C O N D U I T F A C I L I TAT I N G
ROLE TO ASSIST THE SUBSTANTIVE PARTIES IN ACHIEVING THEIR GOALS;
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S N O T A S U B S TA N T I V E
PA R T Y T O S U C H T R A N S A C T I O N ; A N D C A L I F O R N I A L O C A L G O V E R N M E N T
F I N A N C E A U T H O R I T Y ' S A G R E E M E N T S A N D O B U G A T I O N S H E R E U N D E R A R E
S O L E LY F O R T H E P U R P O S E O F PA S S I N G T H R O U G H F U N D S A N D S U B S TA N T I V E
A G R E E M E N T S A N D O B U G AT I O N S O F S U C H S U B S TA N T I V E PA R T I E S .

Unless this Bond is presented by an authorized representative of The Depository Trust
Company, a New York Corporation ("DTC"), to the California Local Government Finance
Authority or its agent for registration, transfer, exchange or payment, and any Bond issued is
registered in the name of Cede & Co. or to such other entity as is requested by an authorized
representative of DTC (and any payment if made to Cede & Co. or to such other entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE OR OTHER
U S E H E R E O F F O R VA L U E O R O T H E R W I S E B Y O R T O A N Y P E R S O N I S W R O N G F U L
inasmuch as the Registered Owner hereof. Cede & Co., has an interest herein.

California Local Government Finance Authority, a joint exercise of powers agency duly
organized and validly existing under the laws of the State of California ("CLGFA"), for value
received, hereby promises to pay to the Registered Owner specified above or registered assigns
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N o . R - 5 $255,000.00

U N I T E D S T A T E S O F A M E R I C A
S T A T E O F C A L I F O R N I A

SENIOR REVENUE BONDS, SERIES 1997A
(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E
N O V A T O F I N A N C I N G A U T H O R I T Y

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y

I N T E R E S T R A T E : M A T U R I T Y D A T E : D A T E D D A T E : C U S I P :

4 . 5 5 0 % O c t o b e r 1 , 2 0 0 2 M a r c h 1 , 1 9 9 7 1 3 0 6 6 7 A E 8
• r V -

R E G I S T E R E D O W N E R : C E D E & C O .
Ta x I . D . N u m b e r 1 3 - 2 5 5 5 1 1 9

P R I N C I P A L A M O U N T : T W O H U N D R E D F I F T Y - F I V E T H O U S A N D D O L L A R S

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S A C T I N G I N T H E
T R A N S A C T I O N S C O N T E M P L AT E D H E R E I N S O L E LY I N A C O N D U I T F A C I L I TAT I N G
ROLE TO ASSIST THE SUBSTANTIVE PARTIES IN ACHIEVING THEIR GOALS;
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S N O T A S U B S TA N T I V E
PA R T Y T O S U C H T R A N S A C T I O N ; A N D C A L I F O R N I A L O C A L G O V E R N M E N T
F I N A N C E A U T H O R I T Y ' S A G R E E M E N T S A N D O B L I G A T I O N S H E R E U N D E R A R E
S O L E LY F O R T H E P U R P O S E O F PA S S I N G T H R O U G H F U N D S A N D S U B S TA N T I V E
A G R E E M E N T S A N D O B U G AT I O N S O F S U C H S U B S TA N T I V E PA R T I E S .

Unless this Bond is presented by an authorized representative of The Depository Trust
Company, a New York Corporation ("DTC"), to the California Local Government Finance
Authority or its agent for registration, transfer, exchange or payment, and any Bond issued is
registered in the name of Cede & Co. or to such other entity as is requested by an authorized
representative of DTC (and any payment if made to Cede & Co. or to such other entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE OR OTHER
U S E H E R E O F F O R VA L U E O R O T H E R W I S E B Y O R T O A N Y P E R S O N I S W R O N G F U L
inasmuch as the Registered Owner hereof. Cede «& Co., has an interest herein.

California Local Government Finance Authority, a joint exercise of powers agency duly
organized and validly existing under the laws of the State of California ("CLGFA"), for value
received, hereby promises to pay to the Registered Owner specified above or registered assigns
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N o . R - 6 $265,000.00

U N I T E D S T A T E S O F A M E R I C A
S T A T E O F C A L I F O R N I A

SENIOR REVENUE BONDS, SERIES 1997A
(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E
N O V A T O F I N A N C I N G A U T H O R I T Y

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y

I N T E R E S T R A T E : M A T U R I T Y D A T E : D A T E D D A T E : C U S I P :

4 . 6 5 0 % O c t o b e r 1 , 2 0 0 3 M a r c h 1 , 1 9 9 7 1 3 0 6 6 7 A F 5

R E G I S T E R E D O W N E R : C E D E & C O .
Tax I .D . Number 13-2555119

P R I N C I P A L A M O U N T : T W O H U N D R E D S I X T Y - F I V E T H O U S A N D D O L L A R S

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S A C T I N G I N T H E
T R A N S A C T I O N S C O N T E M P L A T E D H E R E I N S O L E L Y I N A C O N D U I T F A C I U T A T I N G
ROLE TO ASSIST THE SUBSTANTIVE PARTIES IN ACHIEV ING THEIR GOALS;
CALIFORNIA LOCAL GOVERNMENT FINANCE AUTHORITY IS NOT A SUBSTANTIVE
PARTY TO SUCH TRANSACTION; AND CALIFORNIA LOCAL GOVERNMENT
F I N A N C E A U T H O R I T Y ' S A G R E E M E N T S A N D O B L I G AT I O N S H E R E U N D E R A R E
SOLELY FOR THE PURPOSE OF PASSING THROUGH FUNDS AND SUBSTANTIVE
A G R E E M E N T S A N D O B U G AT I O N S O F S U C H S U B S TA N T I V E PA R T I E S .

Unless this Bond is presented by an authorized representative of The Depository Trust
Company, a New York Corporation ("DTC"), to the California Local Government Finance
Authority or its agent for registration, transfer, exchange or payment, and any Bond issued is
registered in the name of Cede & Co. or to such other entity as is requested by an authorized
representative of DTC (and any payment if made to Cede & Co. or to such other entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE OR OTHER
U S E H E R E O F F O R VA L U E O R O T H E R W I S E B Y O R T O A N Y P E R S O N I S W R O N G F U L
inasmuch as the Registered Owner hereof. Cede & Co., has an interest herein.

California Local Government Finance Authority, a joint exercise of powers agency duly
organized and validly existing under the laws of the State of California ("CLGFA"), for value
received, hereby promises to pay to the Registered Owner specified above or registered assigns
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No. R -7

U N I T E D S T A T E S O F A M E R I C A
S T A T E O F C A L I F O R N I A

$275,000.00

SENIOR REVENUE BONDS, SERIES 1997A
(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E
N O V A T O F I N A N C I N G A U T H O R I T Y

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y

I N T E R E S T R A T E : M A T U R I T Y D A T E : D A T E D D A T E : C U S I P :

4 . 7 5 0 % O c t o b e r 1 , 2 0 0 4 M a r c h 1 , 1 9 9 7 1 3 0 6 6 7 A G 3

R E G I S T E R E D O W N E R : C E D E & C O .
Tax I .D . Number 13 -2555119

P R I N C I P A L A M O U N T : T W O H U N D R E D S E V E N T Y - F I V E T H O U S A N D D O L L A R S

C A U F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S A C T I N G I N T H E
T R A N S A C T I O N S C O N T E M P L AT E D H E R E I N S O L E LY I N A C O N D U I T F A C I L I TAT I N G
ROLE TO ASSIST THE SUBSTANTIVE PARTIES IN ACHIEV ING THEIR GOALS;
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S N O T A S U B S TA N T I V E
PA R T Y. T O S U C H T R A N S A C T I O N ; A N D C A L I F O R N I A L O C A L G O V E R N M E N T
F I N A N C E A U T H O R I T Y ' S A G R E E M E N T S A N D O B L I G A T I O N S H E R E U N D E R A R E
S O L E LY F O R T H E P U R P O S E O F PA S S I N G T H R O U G H F U N D S A N D S U B S TA N T I V E
A G R E E M E N T S A N D O B U G AT I O N S O F S U C H S U B S TA N T I V E PA R T I E S .

Unless this Bond is presented by an authorized representative of The Depository Trust
Company, a New York Corporation ("DTC"), to the California Local Government Finance
Authority or its agent for registration, transfer, exchange or payment, and any Bond issued is
registered in the name of Cede & Co. or to such other entity as is requested by an authorized
representative of DTC (and any payment if made to Cede & Co. or to such other entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE OR OTHER
U S E H E R E O F F O R VA L U E O R O T H E R W I S E B Y O R TO A N Y P E R S O N I S W R O N G F U L
inasmuch as the Registered Owner hereof. Cede & Co., has an interest herein.

California Local Government Finance Authority, a joint exercise of powers agency duly
^ organized and validly existing under the laws of the State of California ("CLGFA"), for value

received, hereby promises to pay to the Registered Owner specified above or registered assigns

Page 1 of 10



N o . R - 8 $290,000.00

U N I T E D S T A T E S O F A M E R I C A
S T A T E O F C A L I F O R N I A

SENIOR REVENUE BONDS, SERIES 1997A
(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E
N O V A T O F I N A N C I N G A U T H O R I T Y

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y

I N T E R E S T R A T E : M A T U R I T Y D A T E : D A T E D D A T E : C U S I P :

4 . 8 5 0 % O c t o b e r 1 , 2 0 0 5 M a r c h 1 , 1 9 9 7 1 3 0 6 6 7 A H 1

R E G I S T E R E D O W N E R : C E D E & C O .
Tax I .D . Number 13 -2555119

P R I N C I P A L A M O U N T : T W O H U N D R E D N I N E T Y T H O U S A N D D O L L A R S

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S A C T I N G I N T H E
T R A N S A C T I O N S C O N T E M P L AT E D H E R E I N S O L E LY I N A C O N D U I T F A C I L I TAT I N G
ROLE TO ASSIST THE SUBSTANTIVE PARTIES IN ACHIEVING THEIR GOALS;
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S N O T A S U B S TA N T I V E
PA R T Y T O S U C H T R A N S A C T I O N ; A N D C A L I F O R N I A L O C A L G O V E R N M E N T
F I N A N C E A U T H O R I T Y ' S A G R E E M E N T S A N D O B L I G AT I O N S H E R E U N D E R A R E
S O L E LY F O R T H E P U R P O S E O F PA S S I N G T H R O U G H F U N D S A N D S U B S TA N T I V E
A G R E E M E N T S A N D O B U G AT I O N S O F S U C H S U B S TA N T I V E PA R T I E S .

Unless this Bond is presented by an authorized representative of The Depository Trust
Company, a New York Corporation ("DTC"), to the California Local Government Finance
Authority or its agent for registration, transfer, exchange or payment, and any Bond issued is
registered in the name of Cede & Co. or to such other entity as is requested by an authorized
representative of DTC (and any payment if made to Cede & Co. or to such other entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE OR OTHER
U S E H E R E O F F O R VA L U E O R O T H E R W I S E B Y O R TO A N Y P E R S O N I S W R O N G F U L
inasmuch as the Registered Owner hereof. Cede & Co., has an interest herein.

California Local Government Finance Authority, a joint exercise of powers agency duly
organized and validly existing under the laws of the State of California ("CLGFA"), for value
received, hereby promises to pay to the Registered Owner speciBed above or registered assigns
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No. R -9 $305,000.00

U N I T E D S T A T E S O F A M E R I C A
S T A T E O F C A L I F O R N I A

SENIOR REVENUE BONDS, SERIES 1997A
(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E
N O V A T O F I N A N C I N G A U T H O R I T Y

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y

I N T E R E S T R A T E : M A T U R I T Y D A T E : D A T E D D A T E : C U S I P :

4 . 9 5 0 % O c t o b e r 1 , 2 0 0 6 M a r c h 1 , 1 9 9 7 1 3 0 6 6 7 A J 7

R E G I S T E R E D O W N E R : C E D E & C O .
Tax I .D . Number 13-2555119

P R I N C I P A L A M O U N T : T H R E E H U N D R E D F I V E T H O U S A N D D O L L A R S

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S A C T I N G I N T H E
T R A N S A C T I O N S C O N T E M P L AT E D H E R E I N S O L E LY I N A C O N D U I T F A C I L I TAT I N G
ROLE TO ASSIST THE SUBSTANTIVE PARTIES IN ACHIEVING THEIR GOALS;
C A U F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S N O T A S U B S TA N T I V E
PA R T Y T O S U C H T R A N S A C T I O N ; A N D C A L I F O R N I A L O C A L G O V E R N M E N T
F I N A N C E A U T H O R I T Y ' S A G R E E M E N T S A N D O B L I G A T I O N S H E R E U N D E R A R E
S O L E LY F O R T H E P U R P O S E O F PA S S I N G T H R O U G H F U N D S A N D S U B S TA N T I V E
A G R E E M E N T S A N D O B L I G AT I O N S O F S U C H S U B S TA N T I V E PA R T I E S .

Unless this Bond is presented by an authorized representative of The Depository Trust
Company, a New York Corporation ("DTC"), to the California Local Government Finance
Authority or its agent for registration, transfer, exchange or payment, and ^y Bond issued is
registered in the name of Cede & Co. or to such other entity as is requested by an authorized
representative of DTC (and any payment if made to Cede & Co. or to such other entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE OR OTHER
U S E H E R E O F F O R VA L U E O R O T H E R W I S E B Y O R T O A N Y P E R S O N I S W R O N G F U L
inasmuch as the Registered Owner hereof. Cede & Co., has an interest herein.

California Local Government Finance Authority, a joint exercise of powers agency duly
organized and validly existing imder the laws of the State of California ("CLGFA"), for value
received, hereby promises to pay to the Registered Owner speciEed above or registered assigns
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N o . R - 1 0 $320,000.00

U N I T E D S T A T E S O F A M E R I C A
S T A T E O F C A L I F O R N I A

SENIOR REVENUE BONDS, SERIES 1997A
(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)

ISSUED FOR THE BENEFIT OF THE
N O V A T O F I N A N C I N G A U T H O R I T Y

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y

I N T E R E S T R A T E : M A T U R I T Y D A T E : D A T E D D A T E : C U S I P :

5 . 0 5 0 % October 1, 2007 March 1, 1997 1 3 0 6 6 7 A K 4

R E G I S T E R E D O W N E R : C E D E & C O .
Tax I .D . Number 13-2555119

P R I N C I P A L A M O U N T : T H R E E H U N D R E D T W E N T Y T H O U S A N D D O L L A R S

CALIFORNIA LOCAL GOVERNMENT FINANCE AUTHORITY IS ACTING IN THE
TRANSACTIONS CONTEMPLATED HEREIN SOLELY IN A CONDUIT FACIUTATING
ROLE TO ASSIST THE SUBSTANTIVE PARTIES IN ACHIEVING THEIR GOALS;
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S N O T A S U B S TA N T I V E
PARTY TO SUCH TRANSACTION; AND CAUFORNIA LOCAL GOVERNMENT
F I N A N C E A U T H O R I T Y ' S A G R E E M E N T S A N D O B L I G A T I O N S H E R E U N D E R A R E
S O L E LY F O R T H E P U R P O S E O F PA S S I N G T H R O U G H F U N D S A N D S U B S TA N T I V E
A G R E E M E N T S A N D O B L I G AT I O N S O F S U C H S U B S TA N T I V E PA R T I E S .

Unless this Bond is presented by an authorized representative of The Depository Trust
Company, a New York Corporation ("DTC"), to the California Local Government Finance
Authority or its agent for registration, transfer, exchange or payment, and any Bond issued is
registered in the name of Cede & Co. or to such other entity as is requested by an authorized
representative of DTC (and any payment if made to Cede & Co. or to such other entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE OR OTHER
USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL
inasmuch as the Registered Owner hereof. Cede & Co., has an interest herein.

California Local Government Finance Authority, a joint exercise of powers agency duly
^ organized and validly existing under the laws of the State of California ("CLGFA"), for value

received, hereby promises to pay to the Registered Owner specifled above or registered assigns

Page 1 of 10



No. R-11 $335,000.00

U N I T E D S T A T E S O F A M E R I C A
S T A T E O F C A L I F O R N I A

SENIOR REVENUE BONDS, SERIES 1997A
(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E
N O V A T O F I N A N C I N G A U T H O R I T Y

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y

I N T E R E S T R A T E : M A T U R I T Y D A T E : D A T E D D A T E : C U S I P :

5 . 2 0 0 % O c t o b e r 1 , 2 0 0 8 M a r c h 1 , 1 9 9 7 1 3 0 6 6 7 A L 2

R E G I S T E R E D O W N E R : C E D E & . C O .
Tax I .D . Number 13 -2555119

P R I N C I P A L A M O U N T: T H R E E H U N D R E D T H I R T Y - F I V E T H O U S A N D D O L L A R S

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S A C T I N G I N T H E
T R A N S A C T I O N S C O N T E M P L A T E D H E R E I N S O L E L Y I N A C O N D U I T F A C I U T A T I N G
ROLE TO ASSIST THE SUBSTANTIVE PARTIES IN ACHIEVING THEIR GOALS;
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S N O T A S U B S TA N T I V E
PA R T Y T O S U C H T R A N S A C T I O N ; A N D C A U F O R N I A L O C A L G O V E R N M E N T
F I N A N C E A U T H O R I T Y ' S A G R E E M E N T S A N D O B U G A T I O N S H E R E U N D E R A R E
S O L E LY F O R T H E P U R P O S E O F PA S S I N G T H R O U G H F U N D S A N D S U B S TA N T I V E
A G R E E M E N T S A N D O B U G AT I O N S O F S U C H S U B S TA N T I V E PA R T I E S .

Unless this Bond is presented by an authorized representative of The Depository Trust
Company, a New York Corporation ("DTC"), to the California Local Government Finance
Authority or its agent for registration, transfer, exchange or payment, and any Bond issued is
registered in the name of Cede & Co. or to such other entity as is requested by an authorized
representative of DTC (and any payment if made to Cede & Co. or to such other entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE OR OTHER
U S E H E R E O F F O R VA L U E O R O T H E RW I S E B Y O R TO A N Y P E R S O N I S W R O N G F U L
inasmuch as the Registered Owner hereof. Cede & Co., has an interest herein.

California Local Government Finance Authority, a joint exercise of powers agency duly
organized and validly existing under the laws of the State of California ("CLGFA"), for value
received, hereby promises to pay to the Registered Owner specified above or registered assigns

Page 1 of 10



^ No. R-12
$350,000.00

U N I T E D S T A T E S O F A M E R I C A
S T A T E O F C A L I F O R N I A

SENIOR REVENUE BONDS, SERIES 1997A
(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E
N O V A T O F I N A N C I N G A U T H O R I T Y

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y

I N T E R E S T R A T E : M A T U R I T Y D A T E : D A T E D D A T E : C U S I P :

5 . 3 0 0 % O c t o b e r 1 , 2 0 0 9 M a r c h 1 , 1 9 9 7 1 3 0 6 6 7 A M 0

R E G I S T E R E D O W N E R : C E D E & C O .
Tax I .D . Number 13-2555119

P R I N C I P A L A M O U N T : T H R E E H U N D R E D F I F T Y T H O U S A N D D O L L A R S

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S A C T I N G I N T H E
T R A N S A C T I O N S C O N T E M P L AT E D H E R E I N S O L E LY I N A C O N D U I T F A C I L I TAT I N G
ROLE TO ASSIST THE SUBSTANTIVE PARTIES IN ACHIEV ING THEIR GOALS;
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S N O T A S U B S TA N T I V E
PA R T Y T O S U C H T R A N S A C T I O N ; A N D C A L I F O R N I A L O C A L G O V E R N M E N T
F I N A N C E A U T H O R I T Y ' S A G R E E M E N T S A N D O B L I G A T I O N S H E R E U N D E R A R E
S O L E LY F O R T H E P U R P O S E O F PA S S I N G T H R O U G H F U N D S A N D S U B S TA N T I V E
A G R E E M E N T S A N D O B L I G AT I O N S O F S U C H S U B S TA N T I V E PA R T I E S .

Unless this Bond is presented by an authorized representative of The Depository Trust
Company, a New York Corporation ("DTC"), to the California Local Government Finance
Authority or its agent for registration, transfer, exchange or payment, and any Bond issued is
registered in the name of Cede & Co. or to such other entity as is requested by an authorized
representative of DTC (and any payment if made to Cede & Co. or to such other entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE OR OTHER
U S E H E R E O F F O R VA L U E O R O T H E R W I S E B Y O R TO A N Y P E R S O N I S W R O N G F U L
inasmuch as the Registered Owner hereof. Cede & Co., has an interest herein.

California Local Government Finance Authority, a joint exercise of powers agency duly
^ organized and validly existing under the laws of the State of California ("CLGFA"), for value

received, hereby promises to pay to the Registered Owner specified above or registered assigns

Page 1 of 10



^ N o . R - 1 3
$370,000.00

U N I T E D S T A T E S O F A M E R I C A
S T A T E O F C A L I F O R N I A

SENIOR REVENUE BONDS, SERIES 1997A
(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E
N O V A T O F I N A N C I N G A U T H O R I T Y

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y

I N T E R E S T R A T E : M A T U R I T Y D A T E : D A T E D D A T E : C U S I P :

5 . 4 0 0 % O c t o b e r 1 , 2 0 1 0 M a r c h 1 , 1 9 9 7 1 3 0 6 6 7 A N 8

R E G I S T E R E D O W N E R : C E D E & C O .
Tax I .D . Number 13 -2555119

P R I N C I PA L A M O U N T: T H R E E H U N D R E D S E V E N T Y T H O U S A N D D O L L A R S

CALIFORNIA LOCAL GOVERNMENT FINANCE AUTHORITY IS ACTING IN THE
TRANSACTIONS CONTEMPLATED HEREIN SOLELY IN A CONDUIT FACILITATING
ROLE TO ASSIST THE SUBSTANTIVE PARTIES IN ACHIEVING THEIR GOALS;
CALIFORNIA LOCAL GOVERNMENT FINANCE AUTHORITY IS NOT A SUBSTANTIVE
PARTY TO SUCH TRANSACTION; AND CALIFORNIA LOCAL GOVERNMENT
F I N A N C E A U T H O R I T Y ' S A G R E E M E N T S A N D O B L I G AT I O N S H E R E U N D E R A R E
SOLELY FOR THE PURPOSE OF PASSING THROUGH FUNDS AND SUBSTANTIVE
AGREEMENTS AND OBUGATIONS OF SUCH SUBSTANTIVE PARTIES.

Unless this Bond is presented by an authorized representative of The Depository Trust
Company, a New York Corporation ("DTC"), to the California Local Government Finance
Authority or its agent for registration, transfer, exchange or payment, and any Bond issued is
registered in the name of Cede & Co. or to such other entity as is requested by an authorized
representative of DTC (and any payment if made to Cede «fe Co. or to such other entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE OR OTHER
USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL
inasmuch as the Registered Owner hereof. Cede & Co., has an interest herein.

California Local Government Finance Authority, a joint exercise of powers agency duly
/-K organized and validly existing under the laws of the State of California ("CLGFA"), for value

received, hereby promises to pay to the Registered Owner specifled above or registered assigns

Page 1 of 10



N o . R - 1 4 $390,000.00

U N I T E D S T A T E S O F A M E R I C A
S T A T E O F C A L I F O R N I A

SENIOR REVENUE BONDS, SERIES 1997A
(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E
N O V A T O F I N A N C I N G A U T H O R I T Y

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y

I N T E R E S T R A T E : M A T U R I T Y D A T E : D A T E D D A T E : C U S I P :

5 . 5 0 0 % O c t o b e r 1 , 2 0 1 1 M a r c h 1 , 1 9 9 7 1 3 0 6 6 7 A P 3

R E G I S T E R E D O W N E R : C E D E & C O .
Tax I .D . Number 13 -2555119

P R I N C I P A L A M O U N T : T H R E E H U N D R E D N I N E T Y T H O U S A N D D O L L A R S

CALIFORNIA LOCAL GOVERNMENT FINANCE AUTHORITY IS ACTING IN THE
TRANSACTIONS CONTEMPLATED HEREIN SOLELY IN A CONDUIT FACILITATING
ROLE TO ASSIST THE SUBSTANTIVE PARTIES IN ACHIEVING THEIR GOALS;
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S N O T A S U B S TA N T I V E
PARTY TO SUCH TRANSACTION; AND CALIFORNIA LOCAL GOVERNMENT
F I N A N C E A U T H O R I T Y ' S A G R E E M E N T S A N D O B U G A T I O N S H E R E U N D E R A R E
S O L E LY F O R T H E P U R P O S E O F PA S S I N G T H R O U G H F U N D S A N D S U B S TA N T I V E
A G R E E M E N T S A N D O B L I G AT I O N S O F S U C H S U B S TA N T I V E PA R T I E S .

Unless this Bond is presented by an authorized representative of The Depository Trust
Company, a New York Corporation ("DTC"), to the California Local Government Finance
Authority or its agent for registration, transfer, exchange or payment, and any Bond issued is
registered in the name of Cede & Co. or to such other entity as is requested by an authorized
representative of DTC (and any payment if made to Cede & Co. or to such other entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE OR OTHER
U S E H E R E O F F O R VA L U E O R O T H E R W I S E B Y O R TO A N Y P E R S O N I S W R O N G F U L
inasmuch as the Registered Owner hereof. Cede & Co., has an interest herein.

California Local Government Finance Authority, a joint exercise of powers agency duly
organized and validly existing under the laws of the State of California ("CLGFA"), for value
received, hereby promises to pay to the Registered Owner specified above or registered assigns

Page 1 of 10



No. R-15 $410,000.00

U N I T E D S T A T E S O F A M E R I C A
S T A T E O F C A L I F O R N I A

SENIOR REVENUE BONDS, SERIES 1997A
(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E
N O V A T O F I N A N C I N G A U T H O R I T Y

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y

I N T E R E S T R A T E : M A T U R I T Y D A T E : D A T E D D A T E : C U S I P :

5 . 6 0 0 % O c t o b e r 1 , 2 0 1 2 M a r c h 1 , 1 9 9 7 1 3 0 6 6 7 A Q l

R E G I S T E R E D O W N E R : C E D E & C O .
Tax I .D . Number 13-2555119

P R I N C I P A L A M O U N T : F O U R H U N D R E D T E N T H O U S A N D D O L L A R S

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S A C T I N G I N T H E
T R A N S A C T I O N S C O N T E M P L A T E D H E R E I N S O L E L Y I N A C O N D U I T F A C I U T A T I N G
ROLE TO ASSIST THE SUBSTANTIVE PARTIES IN ACHIEVING THEIR GOALS;
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S N O T A S U B S TA N T I V E
PA R T Y T O S U C H T R A N S A C T I O N ; A N D C A L I F O R N I A L O C A L G O V E R N M E N T
F I N A N C E A U T H O R I T Y ' S A G R E E M E N T S A N D O B L I G A T I O N S H E R E U N D E R A R E
S O L E LY F O R T H E P U R P O S E O F PA S S I N G T H R O U G H F U N D S A N D S U B S TA N T I V E
A G R E E M E N T S A N D O B L I G AT I O N S O F S U C H S U B S TA N T I V E PA R T I E S .

Unless this Bond is presented by an authorized representative of The Depository Trust
Company, a New York Corporation ("DTC"), to the California Local Government Finance
Authority or its agent for registration, transfer, exchange or payment, and any Bond issued is
registered in the name of Cede & Co. or to such other entity as is requested by an authorized
representative of DTC (and any payment if made to Cede & Co. or to such other entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE OR OTHER
U S E H E R E O F F O R VA L U E O R O T H E R W I S E B Y O R TO A N Y P E R S O N I S W R O N G F U L
inasmuch as the Registered Owner hereof. Cede & Co., has an interest herein.

California Local Government Finance Authority, a joint exercise of powers agency duly
organized and validly existing under the laws of the State of California ("CLGFA"), for value
received, hereby promises to pay to the Registered Owner specified above or registered assigns

Page 1 of 10



No. R-16 $4,275,000.00

U N I T E D S T A T E S O F A M E R I C A
S T A T E O F C A L I F O R N I A

SENIOR REVENUE BONDS, SERIES 1997A
(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E
N O V A T O F I N A N C I N G A U T H O R I T Y

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y

I N T E R E S T R A T E : M A T U R I T Y D A T E : D A T E D D A T E : C U S I P :

5 . 8 0 0 % O c t o b e r 1 , 2 0 2 0 M a r c h 1 , 1 9 9 7 1 3 0 6 6 7 A Y 4

R E G I S T E R E D O W N E R : C E D E & C O .
Tax I .D . Number 13-2555119

P R I N C I P A L A M O U N T : F O U R M I L L I O N T W O H U N D R E D S E V E N T Y - F I V E
T H O U S A N D D O L L A R S

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S A C T I N G I N T H E
T R A N S A C T I O N S C O N T E M P L AT E D H E R E I N S O L E LY I N A C O N D U I T F A C I L I TAT I N G
ROLE TO ASSIST THE SUBSTANTIVE PARTIES IN ACHIEVING THEIR GOALS;
C A U F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S N O T A S U B S TA N T I V E
PA R T Y T O S U C H T R A N S A C T I O N ; A N D C A L I F O R N I A L O C A L G O V E R N M E N T
F I N A N C E A U T H O R I T Y ' S A G R E E M E N T S A N D O B L I G A T I O N S H E R E U N D E R A R E
S O L E LY F O R T H E P U R P O S E O F PA S S I N G T H R O U G H F U N D S A N D S U B S TA N T I V E
A G R E E M E N T S A N D O B U G AT I O N S O F S U C H S U B S TA N T I V E PA R T I E S .

Unless this Bond is presented by an authorized representative of The Depository Trust
Company, a New York Corporation ("DTC"), to the California Local Government Finance
Authority or its agent for registration, transfer, exchange or payment, and any Bond issued is
registered in the name of Cede & Co. or to such other entity as is requested by an authorized
representative of DTC (and any payment if made to Cede & Co. or to such other entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE OR OTHER
U S E H E R E O F F O R VA L U E O R O T H E R W I S E B Y O R T O A N Y P E R S O N I S W R O N G F U L
inasmuch as the Registered Owner hereof, Cede & Co., has an interest herein.

California Local Government Finance Authority, a joint exercise of powers agency duly
organized and validly existing imder the laws of the State of California ("CLGFA"), for value
received, hereby promises to pay to the Registered Owner specified above or registered assigns

Page 1 of 10



N o . R - 1 7 $6,735,000.00

U P O T E D S T A T E S O F A M E R I C A
S T A T E O F C A L I F O R N I A

SENIOR REVENUE BONDS, SERIES 1997A
(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E
N O V A T O F I N A N C I N G A U T H O R I T Y

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y

I N T E R E S T R A T E : M A T U R I T Y D A T E : D A T E D D A T E : C U S I P :

5 . 8 5 0 % O c t o b e r 1 , 2 0 2 7 M a r c h 1 , 1 9 9 7 1 3 0 6 6 7 B F 4

R E G I S T E R E D O W N E R : C E D E & C O .
Tax I .D . Number 13 -2555119

P R I N C I P A L A M O U N T: S D C M I L L I O N S E V E N H U N D R E D T H I R T Y- F I V E T H O U S A N D
D O L L A R S

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S A C T I N G I N T H E
T R A N S A C T I O N S C O N T E M P L A T E D H E R E I N S O L E L Y I N A C O N D U I T F A C I U T A T I N G
ROLE TO ASSIST THE SUBSTANTIVE PARTIES IN ACHIEV ING THEIR GOALS;
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y I S N O T A S U B S TA N T I V E
PARTY TO SUCH TRANSACTION; AND CALIFORNIA LOCAL GOVERNMENT
F I N A N C E A U T H O R I T Y ' S A G R E E M E N T S A N D O B L I G A T I O N S H E R E U N D E R A R E
S O L E LY F O R T H E P U R P O S E O F PA S S I N G T H R O U G H F U N D S A N D S U B S TA N T I V E
A G R E E M E N T S A N D O B U G AT I O N S O F S U C H S U B S TA N T I V E PA R T I E S .

Unless this Bond is presented by an authorized representative of The Depository Trust
Company, a New York Corporation ("DTC"), to the California Local Government Finance
Authority or its agent for registration, transfer, exchange or payment, and any Bond issued is
registered in the name of Cede & Co. or to such other entity as is requested by an authorized
representative of DTC (and any payment if made to Cede & Co. or to such oAer entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE OR OTHER
U S E H E R E O F F O R VA L U E O R O T H E R W I S E B Y O R TO A N Y P E R S O N I S W R O N G F U L
inasmuch as the Registered Owner hereof. Cede & Co., has an interest herein.

California Local Government Finance Authority, a joint exercise of powers agency duly
organized and validly existing under the laws of the State of California ("CLGFA"), for value

^ received, hereby promises to pay to the Registered Owner specified above or registered assigns
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^ (collectively, the "Registered Owner"), on the Maturity Date specified above (subject to any
right of prior redemption hereinafter provided for), the Principal Amount specified above, in
lawful money of the United States of America, and to pay interest thereon at the Interest Rate
specified above in like lawful money from the Interest Payment Date (as hereinafter defined)
next preceding the date of authentication of this Bond (unless (a) this Bond is authenticated on
or before September 15,1997, in which event it shall bear interest from March 1, 1997, (b) this
Bond is authenticated after the fifteenth (15th) day of the month preceding an Interest Payment
Date, but prior to such Interest Payment Date, in which event it shall bear interest from and
including such Interest Payment Date, or (c) this Bond is authenticated upon an Interest Payment
Date, in which case it shall bear interest from such Interest Payment Date; provided, however,
that if at the time of authentication of this Bond, interest is in default on this Bond, this Bond
shall bear interest from the Interest Payment Date to which interest has been paid), payable
semiannually on April 1 and October 1 in each year, commencing October 1, 1997 (each an
"Interest Payment Date"), until the Maturity Date stated above. Interest on the Bonds shall be
payable semiannually in arrears on each Interest Payment Date until the Principal Amount is paid
and shall be calculated on the basis of a 360-day year of twelve 30-day months. The Principal
Amount hereof is payable at the corporate trust office (the "Principal Office") of First Trust of
California, National Association, a national banking association organized and existing under the
laws of the United States of America, as trustee (the "Trustee"), as defined in the Indenture
hereinafter referred to. Interest hereon is payable by check mailed on the Interest Payment Date
by first class mail to the Registered Owner hereof at the Registered Owner's address as it
appears on the register (the "Bond Register") of the Trustee as of the fifteenth (15th) day of the

^ month preceding each Interest Payment Date, or, upon written instruction (which instruction
shall remain in effect until revoked by subsequent written instruction) filed with the Trustee prior
to the fifteenth (15th) day of the month preceding each Interest Payment Date by a Registered
Owner of at least $1,000,000 in aggregate principal amount of Bonds, by wire transfer of
immediately available funds to the bank account number included in such written instruction,
upon payment of any costs therefor.

This Bond is a special limited obligation of CLGFA payable solely from the Trust Estate
(as defined in the Indenture) available for payment of this Bond pursuant to the terms of the
Indenture, and is not a debt of the City of Novato, California (the "City"), the Novato Financing
Authority (the "Owner"), or the State of California or any of its political subdivisions, and
neither the City, the Owner nor the State of California or any of its political subdivisions, within
the meaning of any constitutional or statutory debt limitation provisions, is liable hereon nor in
any event shall this Bond be payable out of any funds or properties other than the Trust Estate
and other funds held under die Indenture available for payment of this Bond pursuant to the
terms of the Indenture. CLGFA has no taxing power. This Bond shall have no right or interest
in or to any amounts rightfully held by the Trustee in the Subordinate Bonds Interest Account,
Subordinate Bonds Principal Account, Subordinate Pledged Funds Account, Subordinate Debt
Service Reserve Fund and Subordinate Cashtrap Account.

It is hereby certified that all of the things, conditions and acts required to exist, to have
happened or to have been performed precedent to and in the issuance of this Bond do exist, have
happened or have been performed in due and regular time, form and manner as required by the
Bond Law (as defined hereinbelow) and the laws of the State of California and that the amount
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^ of this Bond, together with all other indebtedness of CLGFA does not exceed any limit
prescribed by any laws of the State of California, and is not in excess of the amount of Bonds
permitted to be issued under the Indenture.

This Bond shall not be entitled to any benefit under the Indenture or become valid or
obligatory for any purpose until the certificate of authentication hereon endorsed shall have been
signed by the Trustee.

This Bond is one of a duly authorized issue of bonds designated as the SENIOR
REVENUE BONDS, SERIES 1997A (MARIN VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT) ISSUED FOR THE BENEFIT OF THE NOVATO FINANCING
A U T H O R I T Y F A C I L I T A T E D B Y T H E C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E
AUTHORITY (the "Bonds") of an aggregate principal amount of FIFTEEN MILLION FOUR
HUNDRED EIGHTY-FIVE THOUSAND DOLLARS ($15,485,000.00) all of like tenor and
date (except for such variation, if any, as may be required to designate varying numbers,
maturities, interest rates or redemption provisions) and all issued pursuant to the provisions of
the Marks-Roos Local Bond Pooling Act of 1985, being Article 4 (commencing with Section
6584) of Chapter 5, Division 7 of Title 1 of the California Government Code (the "Bond Law"),
and pursuant to a Trust Indenture, dated as of March 1, 1997, by and between CLGFA and the
Trustee (the "Indenture"), and a resolution of the Owner adopted on February 19, 1997,
authorizing the issuance of the Bonds. No additional obligations, other than Subordinate Bonds
(as defined in the Indenture), which will be issued concurrently with the Bonds, or certain
limited subordinate obligations of the Owner which may be incurred pursuant to the Loan
Agreement (as hereinafter defined), will be issued or incurred which are payable out of the Trust~ Estate in whole or in part.

The Bonds have been issued to provide funds to be used by the Owner in connection with
the purchase of Marin Valley Mobile Country Club Park (exclusive of any structures,
improvements, facilities or fixtures thereon, the "Project") and the structures, site improvements,

. roads, building facilities, fixtures and equipment on the Project, but excluding the mobile homes
and personal property of the residents of the Project (the "Improvements").

This Bond and the interest hereon and all other Bonds and the interest thereon (to the
extent set forth in the Indenture) are special limited obligations payable solely from, and are
equally and ratably secured by a charge ^d lien on, certain revenues to be derived from
payments to be made by the Owner to the trustee pursuant to the Loan Agreement and certain
other funds described in the Indenture; provided that the Bonds shall have no interest in amounts
rightfully on deposit in the funds held by the Trustee under the Indenture which are for the sole
and exclusive benefit of the owners of the Subordinate Bonds. The Bonds will be additionally
secured by the Mortgage encumbering the Project delivered with respect to the Bonds to the
Trustee, and granting a first lien on and security interest in the Project and the gross rents
thereto. Reference is hereby made to the Indenture, the Loan Agreement and the Mortgage
(copies of which are on file at the office of the Trustee) and all supplements thereto and to the
Bond Law for a description of the terms on which the Bonds are issued and secured, the
provisions with regard to the nature and extent of the Trust Estate, as that term is defined in the
Indenture, and the rights thereimder of the registered owners of the Bonds and the rights, duties
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and immunities of the Trustee and the respective rights and obligations of CLGFA and the
Owner thereunder, to all of the provisions of which the Registered Owner of this Bond, by
acceptance hereof, assents and agrees.

The Bonds are subject to redemption at the direction of Financial Security Assurance Inc.
("Financial Security"), if it is the Controlling Party (as defined in the Indenture), or the Owner,
if Financial Security is not the Controlling Party, in whole or in part on the earliest date
following the date for which notice of redemption can be given as provided in the Indenmre, at
a price equal to the principal amount of Bonds to be redeemed plus interest accrued thereon to
the date fixed for redemption, without premium, from proceeds of insurance (including title
insurance) or condemnation awards not used to repair or replace the Project and any amounts
paid by the Owner, or the Park Acquisition Corporation of Marin Valley Mobile Country Club
(the "PAC") pursuant to the Loan Agreement dated as of March 1, 1997 (the "Loan
Agreement") by and among CLGFA, the PAC and the Owner.

The Bonds maturing before October 1, 2008, are not subject to optional redemption prior
to their respective stated maturities. The Bonds maturing on or after October 1, 2008, are
subject to optional redemption at the direction of the Owner, with the prior written consent of
Financial Security, if it is the Controlling Party, in whole or in part on any date on or after
October 1, 2007, from Available Moneys (as defined in the Indenture) or from other sources as
provided in the Loan Agreement upon payment of the respective redemption prices (expressed
as a percentage of the principal amount to be redeemed) as set forth in the following table,
together with accrued interest thereon to the date fixed for redemption:

Redemption Period
( D a t e s I n c l u s i v e ) R e d e m p t i o n P r i c e s

October 1, 2007 through September 30, 2008 102%
Octobe r 1 , 2 (X )8 t h rough Sep tembe r 30 , 2009 101

O c t o b e r 1 , 2 0 0 9 a n d t h e r e a f t e r 1 0 0

Prior to giving any notice of redemption which shall occur pursuant to the preceding
paragraph, there will be deposited with the Trustee Available Moneys or a Letter of Credit (as
defined in the Indenture) sufficient to make the necessary redemption payment.

The Bonds maturing on October 1, 2020 (the "2020 Term Bonds"), are also subject to
mandatory sinking fund redemption prior to maturity in part (the actual 2020 Term Bonds of
such Series or portions thereof to be redeemed to be selected by lot in such manner as may be
designated by the Trustee) on October 1 in each year beginning October 1, 2013, at a
redemption price equal to the principal amount to be redeemed, together with accrued interest
thereon to the redemption date, without premium, as follows:
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Sinking Fund
Redemption Dates

(October 1)

2 0 1 4

2 0 1 5

Principal Amount
To Be Redeemed

$435,000

460,000

490,000

Sinking Fund
Redemption Dates

(October D
Principal Amount
To Be Redeemed

$545,000

575,000

610,000

2 0 1 6 515,000 645 ,000

The Bonds maturing on October 1, 2027 (the "2027 Term Bonds"), are also subject to
mandatory sinking fund redemption prior to maturity in part (the actual 2027 Term Bonds of
such Series or portions thereof to be redeemed to be selected by lot in such manner as may be
designated by the Trustee) on October 1 in each year beginning October 1, 2021, at a
redemption price equal to the principal amount to be redeemed, together with accrued interest
thereon to the redemption date, without premium, as follows:

Sinking Fund
Redemption Dates

(October 1)

2 0 2 2

Principal Amount
To B e R e d e e m e d

$685,000

725,000

765,000

Sinking Fund
Redemption Dates

(October 1)
Principal Amount
To B e R e d e e m e d

$860,000

910,000

1,980,000

810,000

Upon redemption of the Bonds in part, the above schedule shall be revised by the Trustee
in the amounts and at the direction of the Owner as necessary to achieve substantially level debt
s e r v i c e o n t h e B o n d s .

On October 1, 2007, and October 1, 2017, the Senior Bonds shall be subject to
mandatory redemption in whole or in part from amounts then on deposit in the Senior Cashtrap
Account at a redemption price equal to the principal amount thereof, plus accrued interest to the
redemption date, without premium, in an amount equal to the amount on deposit in the Senior
Cashtrap Account (rounded down to a multiple of $5,000) on August 1, 2007, and August 1,
2017, respectively.

Upon (i) the existence of a Trigger Event (as defined in the Indenture), (ii) the existence
of an "Event of Default" under the Indenture or (iii) receipt by the Trustee of a written notice
from Financial Security that an "Event of Default" exists under the Insurance Agreement (as
defined in the Indenture), any or all Bonds are subject to redemption, at the direction of
Financial Security in whole or in part on any date, at a price equal to the principal amount of
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the Bonds to be redeemed plus interest accrued thereon to the date fixed for redemption, without
premium, in an amount designated by Financial Security, from funds on deposit with the Trustee
in the Senior Cashtrap Account from amoimts payable under the Policy (as defined hereinbelow),
or as otherwise directed by Financial Security. In the event a partial redemption is directed by
Financial Seciuity, Financial Security shall direct the Trustee in writing as to the maturities and
principal amounts of Bonds to be redeemed.

As provided in the Indenture, notice of redemption shall be mailed by first class mail
(postage prepaid) not less than thirty (30) nor more than sixty (60) days prior to the redemption
date to the respective Registered Owners of any Bonds designated for redemption at their
addresses appearing on the Bond Register of the Trustee, at least two national information
services of national recognition which disseminates securities information with respect to tax-
exempt securities and to Financial Security (as defined hereinbelow), but neither failure to mail
such notice nor any defect in the notice so mailed shall affect the validity of the redemption of
other Bonds with respect to which no such failure or defect has occurred.

If this Bond is called for redemption and payment is duly provided therefor as specified
in the Indenture, interest shall cease to accrue hereon from and after the date fixed for
redemption.

The Bonds are issuable only as fully registered Bonds without coupons in denominations
of $5,000 or any integral multiple thereof. Subject to the limitations and upon payment of the
charges, if any, provided in the Indenture, fully registered Bonds may be exchanged at the
Principal Office of the Trustee for a like aggregate principal amount and maturity of fully
registered Bonds of other authorized denominations.

This Bond is transferable by the Registered Owner hereof, in person or by his duly
authorized representative in writing, at the Principal Office of the Registrar (as defined in the
Indenture), but only in the manner, subject to the limitations and upon payment of the charges
provided in the Indenture, and upon surrender and cancellation of this Bond. Upon registration
of such transfer, a new Bond or Bonds of authorized denomination or denominations, for the
same aggregate principal amount and of the same maturity, will be issued to the transferee in
exchange therefor. The Trustee may refuse to transfer or exchange either (i) any Bond during
the period beginning on any date after the Record Date and ending on the next Interest Payment
Date or (ii) the portion of any Bond which the Trustee has selected for redemption pursuant to
the provisions of the Indenture.

The rights and obligations of CLXjFA and the Registered Owners of the Bonds may be
modified or amended at any time in the manner, to the extent and upon the terms provided in
the Indenture, but 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 registered owner of such Bond, the creation of a claim
or lien upon or a pledge of the Trust Estate, a preference or priority of any Bond over any other

^ Bond, any change adversely affecting the tax-exempt status of the Bonds, reduce the percentages
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of the Registered Owners required to effect any such modification or amendment, or any other
amendment to this paragraph.

S T A T E M E N T O F I N S U R A N C E

Financial Security Assurance Inc. ("Financial Security"), New York, New York, has
delivered its municipal bond insurance policy (the "Policy") with respect to the scheduled
payments due of principal of and interest on this Bond to First Trust of California, National
Association or its successor, as paying agent for the Bonds (the "Paying Agent"). Said Policy
is on file and available for inspection at the principal office of the Paying Agent, and a copy
thereof may be obtained from the Paying Agent.

[TESTIMONIAL AND SIGNATURES APPEAR ON FOLLOWING PAGE]
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IN WITNESS WHEREOF, California Local Government Finance Authority has caused
this Senior Bond to be executed in its name and on its behalf with the manual or facsimile

signature of its Executive Director and attested to by the manual or facsimile signature of its
Secretary, all as of the Dated Date specified above.

C A L I F O R N I A L O C A L G O V E R N M E N T
F I N A N C E A U T H O R I T Y
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C E R T I F I C A T E O F A U T H E N T I C A T I O N

This is one of the Senior Bonds described in the within-mentioned Indenture.

Dated: March 13, 1997

F IRST TRUST OF CAL IFORNIA , NAT IONAL
ASSOCIATION, AS TRUSTEE

Authorized Signatory
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[FORM OF ASSIGNMENT]

For value received, the undersigned do(es) hereby sell, assign and transfer unto

(Name, Address and Tax Identification or Social
Security Number of Assignee)

the within-registered Bond and do(es) hereby irrevocably constitute and appoint, attorney, to
transfer the same on the registration books of the Trustee, with full power of substitution in the
premises.

Dated:

Signature Guaranteed:

NOTICE: Signature(s) must be NOTICE: The signature on this
guaranteed by an e l ig ib le ass ignment must cor respond w i th
g u a r a n t o r . t h e n a m e ( s ) a s w r i t t e n o n t h e f a c e o f t h e w i t h i n

Bond in every particular without alteration or
enlargement or any change whatsoever.
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THIS BOND IS SUBORDINATE TO ALL OF THE SENIOR BONDS REFERRED
TO HEREIN TO THE EXTENT DESCRIBED IN THE INDENTURE REFERRED TO
H E R E I N .

N o . R - 1 $ 1 , 5 8 5 , 0 0 0 . 0 0

U N T I E D S T A T E S O F A M E R I C A
S T A T E O F C A L I F O R N I A

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y
SUBORDINATE REVENUE BONDS, SERIES 1997B

(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)

I N T E R E S T R A T E : M A T U R I T Y D A T E : D A T E D D A T E : C U S I P :

7 . 5 0 0 % O c t o b e r 1 , 2 0 2 4 M a r c h 1 3 , 1 9 9 7 1 3 0 6 6 7 B H 0

T H I S B O N D M AY B E S O L D O R T R A N S F E R R E D O N LY T O Q U A L I F I E D
I N S T I T U T I O N A L B U Y E R S W n H I N T H E M E A N I N G S E T F O R T H I N R U L E 1 4 4 A
PROMULGATED UNDER THE SECURITIES ACT OF 1933, AS AMENDED.
TRANSFEREES ARE REQUIRED TO EXECUTE A TRANSFEREE LETTER, THE
FORM OF WHICH MAY BE OBTAINED FROM THE TRUSTEE, AND TRANSFER OF
THIS BOND MAY NOT BE MADE UNLESS THE TRANSFEREE COMPLIES WITH
THE PROVISIONS OF THE INDENTURE REQUIRING SUCH TRANSFEREE TO
EXECUTE A TRANSFEREE LETTER IN THE FORM ATTACHED AS EXHIBIT D TO
THE INDENTURE, EXCEPT AS OTHERWISE PROVIDED IN THE INDENTURE. ANY
TRANSFER MADE IN VIOLATION OF THE INDENTURE SHALL BE VOID AND OF
N O E F F E C T .

R E G I S T E R E D O W N E R : C U D D & C O .

P R I N C I PA L A M O U N T: O N E M I L L I O N F I V E H U N D R E D E I G H T Y- F I V E T H O U S A N D
D O L L A R S

CALIFORNIA LOCAL GOVERNMENT FINANCE AUTHORITY IS ACTING IN THE
TRANSACTIONS CONTEMPLATED HEREIN SOLELY IN A CONDUIT FACIUTATING
R O L E TO A S S I S T T H E S U B S TA N T I V E PA RT I E S I N A C H I E V I N G T H E I R G O A L S ;
CALIFORNIA LOCAL GOVERNMENT FINANCE AUTHORITY IS NOT A SUBSTANTIVE
PARTY TO SUCH TRANSACTION; AND CALIFORNIA LOCAL GOVERNMENT
F I N A N C E A U T H O R I T Y ' S A G R E E M E N T S A N D O B L I G AT I O N S H E R E U N D E R A R E
SOLELY FOR THE PURPOSE OF PASSING THROUGH FUNDS AND SUBSTANTIVE
A G R E E M E N T S A N D O B U G AT I O N S O F S U C H S U B S TA N T I V E PA R T I E S .
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California Local Government Finance Authority, a joint exercise of powers agency duly
organized and validly existing under the laws of the State of California ("CLGFA"), for value
received, hereby promises to pay to the Registered Owner specified above or registered assigns
(collectively, the "Registered Owner"), on the Maturity Date specified above (subject to any
right of prior redemption hereinafter provided for), the Principal Amount specified above, in
lawful money of the United States of America, and to pay interest thereon at the Interest Rate
specified above in like lawful money from the Interest Payment Date (as hereinafter defined)
next preceding the date of authentication of this Bond (unless (a) this Bond is authenticated on
or before September 15, 1997, in which event it shall bear interest from March 13, 1997, (b)
this Bond is authenticated after the fifteenth (15th) day of the month preceding an Interest
Payment Date, but prior to such Interest Payment Date, in which event it shall bear interest from
and including such Interest Payment Date, or (c) this Bond is authenticated upon an Interest
Payment Date, in which case it shall bear interest from such Interest Payment Date; provided,
however, that if at the time of authentication of this Bond, interest is in default on this Bond,
this Bond shall bear interest from the Interest Payment Date to which interest has been paid),
payable semiannually on April 1 and October 1 in each year, commencing October 1,1997 (each
an "Interest Payment Date"), until the Maturity Date stated above. Interest on the Bonds shall
be payable semiannually in arrears on each Interest Payment Date until the Principal Amount
is paid and shall be calculated on the basis of a 360-day year of twelve 30-day months. The
Principal Amount hereof is payable at the corporate trust office (the "Principal Office") of First
Trust of California, National Association, a national banking association organized and existing
under the laws of the United States of America, as trustee (the "Trustee"), as defined in the
Indenture hereinafter referred to. Interest hereon is payable by check mailed on the Interest
Payment Date by first class mail to the Registered Owner hereof at the Registered Owner's
address as it appears on the register (the "Bond Register") of the Trustee as of the fifteenth
(15th) day of the month preceding each Interest Payment Date, or, upon written instruction
(which instruction shall remain in effect until revoked by subsequent written instruction) filed
with the Trustee prior to the fifteenth (15th) day of the month preceding each Interest Payment
Date by a Registered Owner of at least $1,000,000 in aggregate principal amount of Bonds, by
wire transfer of immediately available funds to the bank account number included in such written
instruction, upon payment of any costs therefor.

EXCEPT TO THE EXTENT OTHERWISE SPECIFICALLY PROVIDED IN THE
INDENTURE, THE SENIOR BONDS (AS DEFINED IN THE INDENTURE) ARE
SUPERIOR TO AND HAVE PRIORITY OVER THE BONDS, AND THE BONDS ARE
JUNIOR AND SUBORDINATE IN ALL RESPECTS TO THE SENIOR BONDS. PAYMENT
OF THE BONDS SHALL NOT BE MADE FROM FUNDS REQUIRED TO PAY OR TO BE
RESERVED TO PAY THE SENIOR BONDS, ANY EXPENSES, COSTS OR FEES
RELATING THERETO, ANY OTHER AMOUNTS DUE UNDER THE INDENTURE OR
UNDER THE LOAN AGREEMENT IN RESPECT OF THE SENIOR BONDS AND THE
S E N I O R L O A N A N D A N Y A M O U N T S P A Y A B L E U N D E R T H E I N S U R A N C E
A G R E E M E N T .

This Bond is a special limited obligation of CLGFA payable solely from the Trust Estate
(as defined in the Indenture) available for payment of this Bond pursuant to the terms of the
Indenture, and is not a debt of the City of Novato, California (the "City"), the Redevelopment
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Agency of the City of Novato (the "Agency"), the Novato Financing Authority (the "Owner"),
or the State of California or any of its political subdivisions, and neither the City, the Agency,
the Owner nor the State of California or any of its political subdivisions, within the meaning of
any constitutional or statutoiy debt limitation provisions, is liable hereon nor in any event shall
this Bond be payable out of any funds or properties other than the Trust Estate and other funds
held under the Indenture available for payment of this Bond pursuant to the terms of the
Indenture. CLXjFA has no taxing power. This Bond shall have no right or interest in or to any
amounts held by the Trustee under the Indenture other than amoimts rightfully on deposit in the
Subordinate Bonds Interest Account, Subordinate Bonds Principal Account, Subordinate Pledged
Funds Account, Subordinate Debt Service Reserve Fund and Subordinate Cashtrap Account.

It is hereby certified that all of the things, conditions and acts required to exist, to have
happened or to have been performed precedent to and in the issuance of this Bond do exist, have
happened or have been performed in due and regular time, form and manner as required by the
Bond Law (as defined hereinbelow) and the laws of the State of California and that the amount
of this bond, together with all other indebtedness of CLGFA, does not exceed any limit
prescribed by any laws of the State of California, and is not in excess of the amount of Bonds
permitted to be issued under the Indenture.

This Bond shall not be entitled to any benefit under the Indenture or become valid or
obligatory for any purpose until the certificate of authentication hereon endorsed shall have been
signed by the Trustee.

This Bond is one of a duly authorized issue of bonds designated as the SUBORDINATE
REVENUE BONDS, SERIES 1997B (MARIN VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT) ISSUED FOR THE BENEFIT OF THE NOVATO FINANCING
A U T H O R I T Y F A C I U T A T E D B Y C A U F O R N I A L O C A L G O V E R N M E N T F I N A N C E
AUTHORITY (the "Bonds") of an aggregate principal amount of ONE MILLION FIVE
HUNDRED EIGHTY-FIVE THOUSAND DOLLARS ($1,585,000) all of like tenor and date
(except for such variation, if any, as may be required to designate varying numbers, maturities,
interest rates or redemption provisions) and all issued pursuant to the provisions of the Marks-
Roos Local Bond Pooling Act of 1985, being Article 4 (commencing with Section 6584) of
Chapter 5, Division 7 of Title 1 of the California Government Code (the "Bond Law"), and
pursuant to a Trust Indenture, dated as of March 1, 1997, by and between CLGFA and the
Trustee (the "Indenture"), and a resolution of CLGFA adopted on February 19, 1997,
authorizing the issuance of the Bonds. No additional obligations, other than the Senior Bonds,
which will be issued concurrently with the Bonds, or certain limited subordinate obligations of
the Owner which may be incurred pursuant to the Loan Agreement (as hereinafter defined), will
be issued or incurred which are payable out of the Trust Estate in whole or in part.

The Bonds have been issued to provide funds to be used by the Owner in connection with
the purchase of Marin Valley Mobile Country Club Park (exclusive of any structures,
improvements, facilities or fixtures thereon, the "Project") and the structures, site improvements,
roads, building facilities, fbctures and equipment on the Project, but excluding the mobile homes
and personal property of the residents of the Project (the "Improvements").
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This Bond and the interest hereon and ail other Bonds and the interest thereon (to the
^ extent set forth in the Indenture) are special limited obligations payable solely from, and are

equally and ratably secured by a charge and lien on, certain revenues to be derived from
payments to be made by the Owner to the Trustee pursuant to the Loan Agreement and certain
other funds held by the Trustee rightfully on deposit in the Subordinate Bonds Principal Account,
the Subordinate ̂ nds Interest Account, the Subordinate Debt Service Reserve Fund, the
Subordinate Pledged Funds Account and the Subordinate Cashtrap Account. The Bonds will be
additionally secured, on a basis subordinate to the Senior Bonds, by the Mortgage encumbering
the Project delivered with respect to the Senior Bonds and the Bonds to the Trustee, and subject
to the priority of the Senior Bonds, granting a first lien on and security interest in the Project
and the gross rents thereof. The Bonds are further secured by all of the Owner's right, title and
interest in, to and under the Housing Assistance Pledge Agreement and Declaration of
Restrictive Covenants, dated as of March 1, 1997 (the "Pledge Agreement"), by and among the
Park Acquisition Corporation of Marin Valley Mobile Country Club (the "PAC"), the Owner
and the Agency. Reference is hereby made to the Indenture, the Loan Agreement, the Mortgage
and the Pledge Agreement (copies of which are on file at the office of the Trustee) and all
supplements thereto and to the Bond Law for a description of the terms on which the Bonds are
issued and secured, the provisions with regard to the nature and extent of the Trust Estate, as
that term is defined in the Indenture, and the rights thereunder of the registered owners of the
Bonds and the rights, duties and immunities of the Trustee and the respective rights and
obligations of CLGFA, the Owner and the Agency thereunder, to all of the provisions of which
the Registered Owner of this Bond, by acceptance hereof, assents and agrees.

^ E X C E P T A S O T H E R W I S E S P E C I F I C A L L Y S E T F O R T H I N T H E I N D E N T U R E ,
PAYMENT OF PRINCIPAL OF, PREMIUM, IF ANY, AND INTEREST ON THE BONDS
I S S U B O R D I N AT E I N A L L R E S P E C T S T O T H E PAY M E N T O F P R I N C I PA L O F,
PREMIUM IF ANY, AND INTEREST DUE ON THE SENIOR BONDS AND TO THE
PAYMENT OF CERTAIN AMOUNTS, FEES AND EXPENSES DUE UNDER THE
INDENTURE, THE LOAN AGREEMENT AND THE INSURANCE AGREEMENT. The
Bonds shall be and hereby are subordinated in priority and in right and time of payment to (i)
all amounts due on the Senior Bonds, (ii) all amounts required to be deposited in the Senior
Bonds Interest Account and the Senior Bonds Principal Account and the Senior Debt Service
Reserve Fund in accordance with Section 5.03 of &e Indenture, (iii) any fees, charges and
expenses due and payable to CLGFA or the Trustee under the Indenture, (iv) all amounts
required to be deposited in any Account created under the Indenture prior to the deposits
required to be made in the Subordinate Bonds Principal Account and the Subordinate Bonds
Interest Account, (v) the Management Fee and amounts required to be paid to the Property
Manager pursuant to Section 5.03(b) and Section 5.03(c) of the Indenture, and (vi) any Premium
or other amounts payable to Financial Security under the Insurance Agreement, except to the
extent ftmds are rightfully on deposit in the Subordinate Bonds Interest Account and the
Subordinate Bonds Principal Account for the payment thereof, including moneys transferred
thereto from the Subordinate Cashtrap Account, the Subordinate Pledged Funds Account and the
Subordinate Debt Service Reserve Fund in accordance with the provisions of the Indenture.

Payment of the Bonds shall be made by the Trustee only from moneys rightfully on
deposit in the Subordinate Bonds Interest Account and the Subordinate Bonds Principal Account
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as provided in the Indenture, including moneys transferred thereto from the Subordinate Cashtrap
Accoimt, the Subordinate Pledged Funds Account and the Subordinate Debt Service Reserve
Fund pursuant to the Indenture. Payment of the Bonds shall not be made from funds required
to pay or to be reserved to pay the Senior Bonds, any expenses, costs or fees relating thereto,
all o±er amounts due under the Indenture or under the Loan Agreement in respect of the Senior
Bonds and the Senior Loan and any amounts payable under the Insurance Agreement. No
payment shall be due and payable on the Bonds, and the Holder of this Bond, by acceptance of
this Bond, expressly agrees and acknowledges that except as expressly provided in the Indenture
(a) no payment shall be due and payable on the Bonds if the Trustee does not rightfully hold
sufficient funds in the Subordinate Bonds Principal Accoimt or the Subordinate Bonds Interest
Account to make such payment; provided, however, that such payment shall be made to the
extent of funds rightfully on deposit in the Subordinate Cashtrap Account, the Subordinate
Pledged Funds Account and the Subordinate Debt Service Reserve Fund, and (b) no amounts
may be deposited into the Subordinate Cashtrap Account, the Subordinate Debt Service Reserve
Fund, the Subordinate Bonds Principal Account or the Subordinate Bonds Interest Account,
except from transfers from the Subordinate Cashtrap Account, the Subordinate Pledged Funds
Account and the Subordinate Debt Service Reserve Fund, while a Trigger Event exists.

The Bonds are subject to redemption at the direction of the Owner, in whole or in part
on the earliest date following the date for which notice of redemption can be given as provided
in the Indenture, at a price equal to the principal amount of Bonds to be redeemed plus interest
accrued thereon to the date fixed for redemption, without premiiun, from proceeds of insurance
(including title insurance) or condemnation awards not used to repair or replace the Project and
any amounts paid by the Owner or the PAC pursuant to the Loan Agreement dated as of
March 1, 1997 (the "Loan Agreement") by and among CLGFA, the PAC and the Owner;
provided, however, that no Bonds shall be redeemed pursuant to this paragraph until no Senior
Bonds remain Outstanding and all amounts due and payable to Financial Security have been paid
in fu l l .

The Bonds maturing on or before October 1,2007, are not subject to optional redemption
prior to their respective stated maturities. The Bonds maturing on or after October 1, 2008, are
subject to optional redemption at the direction of the Owner, in whole or in part on any date on
or after October 1, 2007, solely from amounts rightfully on deposit in the Subordinate Cashtrap
Account (as defined in the Indenture) upon payment of the respective redemption prices
(expressed as a percentage of the principal amount to be redeemed) as set forth in the following
table, together with accrued interest thereon to the date fixed for redemption:

Redemption Period
(Dates Inclusive!

October 1, 2007 through September 30, 2008

October 1, 2008 through September 30, 2009

October 1, 2(X)9 and thereafter

Redemption Prices
1 0 2 %
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The Bonds maturing on October 1, 2024 (the "Term Bonds"), are also subject to sinking
fund redemption prior to maturity in part (the actual Term Bonds of such Series or portions
thereof to be redeemed to be selected by lot in such manner as may be designated by the
Trustee) on October 1 in each year beginning October 1, 1997, at a redemption price equal to
the principal amount to be redeemed, together with accrued interest thereon to the redemption
date, without premium, as follows:

Sinking Fimd
ademption Dates

(October 1)
Principal Amount
To Be Redeemed

Sinking Fimd
Redemption Dates

(October 1)
Principal Amount
To Be Redeemed

1 9 9 7 $10,000.00 2 0 11 50,000.00

1998 20,000.00 2 0 1 2 55,000.00

1999 20,000.00 2 0 1 3 60,000.00

2 0 0 0 20,000.00 2 0 1 4 60,000.00

2 0 0 1 25,000.00 2 0 1 5 65,000.00

2 0 0 2 25,000.00 2 0 1 6 70,000.00

2 0 0 3 30,000.00 2 0 1 7 75,000.00

2 0 0 4 30,000.00 2 0 1 8 85,000.00

2 0 0 5 30,000.00 2 0 1 9 90,000.00

2 0 0 6 35,000.00 2 0 2 0 95,000.00

2 0 0 7 35,000.00 2 0 2 1 105,000.00

2 0 0 8 40,000.00 2 0 2 2 110,000.00

2 0 0 9 45,000.00 2 0 2 3 120,000.00

2 0 1 0 45,000.00 2024* 135,000.00

'Final Maturity.

Failure to redeem Bonds as described in the immediately preceding paragraph shall not
constitute an "Event of Default" imder the Indenture. Upon r̂ emption of Bonds in part, the
above schedule shall be revised by the Trustee in the amounts and at the direction of the Owner
as necessary to achieve substantially level debt service on the Bonds.

As provided in the Indenture, notice of redemption shall be mailed by first class mail
(postage prepaid) not less than thirty (30) nor more than sixty (60) days prior to the redemption
date to the respective Registered Owners of any Bonds designated for redemption at their
addresses appearing on the Bond Register of the Trustee, at least two national information

^ services of national recognition which disseminates securities information with respect to tax-
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exempt securities and to Financial Security (as defined hereinbelow), but neither failure to mail
^ such notice nor any defect in the notice so mailed shall affect the validity of the redemption of

other Bonds with respect to which no such failure or defect has occurred.

If this Bond is called for redemption and payment is duly provided therefor as specified
in the Indenture, interest shall cease to accrue hereon from and after the date fixed for
redemption.

The Bonds are issuable only as fully registered Bonds without coupons in denominations
of $100,000 or any integral multiple of $5,(XX) in excess of $100,000. Subject to the limitations
and upon payment of the charges, if any, provided in the Indenture, fully registered Bonds may
be exchanged at the Principal Office of the Trustee for a like aggregate principal amount and
maturity of fully registered Bonds of other authorized denominations.

This Bond is transferable by the Registered Owner hereof, in person or by his duly
authorized representative in writing, at the Principal Office of the Registrar (as defined in the
Indenture), but only in the manner, subject to the limitations and upon payment of the charges
provided in the Indenture, and upon surrender and cancellation of this Bond. No such transfer
shall be made unless the transferee executes and delivers an Investor Letter, as defined in
the Indenture, and the transfer complies with all other provisions of the Indenture with
respect to such transfer. Upon registration of such transfer, a new Bond or Bonds of
authorized denomination or denominations, for the same aggregate principal amount and of the
same maturity, will be issued to the transferee in exchange therefor. The Trustee may refuse
to transfer or exchange either (i) any Bond during the period beginning on any date after the
Record Date and ending on the next Interest Payment Date or (ii) the portion of any Bond which
the Trustee has selected for redemption pursuant to the provisions of the Indenture.

The rights and obligations of CLGFA and the Registered Owners of the Bonds may be
modified or amended at any time in the manner, to the extent and upon the terms provided in

. the Indenture, but 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 Registered Owner of such Bond, the creation of a
claim or lien upon or a pledge of the Trust Estate, a preference or priority of any Bond over any
other Bond, any change adversely affecting the tax-exempt status of the Bonds, reduce the
percentages of Ae Registered Owners required to effect any such modification or amendment,
or any other amendment to this paragraph.

As long as (i) any Senior Bonds are Outstanding or (ii) any amounts are due and payable
to CLGFA, the Trustee or Financial Security under the Indenture or under the Insurance
Agreement, no Event of Default may be declared to exist with respect to the Bonds and the
Trustee shall not, without the prior written consent of the Controlling Party, declare a default
with respect to the Bonds or otherwise enforce the provisions of the Indenture relating to the
Bonds; provided, however, that the Trustee shall have the right, without the prior written
consent of the Controlling Party, to enforce the provisions of the Pledge Agreement for the
benefit of the Holders of the Bonds. The Holders of the Bonds, by acceptance of their Bonds,
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expressly agree to and acknowledge that (i) whether or not the Owner, the PAC or CLGFA is
insolvent, no payments will be due and payable on any Bond if the Trustee does not rightfully
hold sufficient ̂ ds in the Subordinate Bonds Principal Accoimt or the Subordinate Bonds
Interest Account, or in the Subordinate Pledged Funds Account, the Subordinate Debt Service
Reserve Fund and the Subordinate Cashtrap Account which is rightfully available for transfer
to the Subordinate Bonds Principal Account and Subordinate Bonds Interest Account, to make
such payment, (ii) no Holder of a Bond will institute against, or join any other person in
instituting against, CLGFA, the Owner or the PAC any baiikruptcy, reorganization,
arrangement, insolvency or liquidation proceeding, or other proceeding under any bankruptcy
or similar law, imtil the later of: (x) the date on which no Senior Bonds remain Outstanding and
no amounts are due and payable to Financial Security under the Insurance Agreement or (y) the
day which is the 123rd day after the expiration of the Insurance Agreement and (iii) as long as
any Senior Bonds remain Outstanding or any amounts are due and payable to Financial Security
tmder the Indenture or under the Insurance Agreement, no default or Event of Default shall exist
with respect to the Bonds.

Upon the occurrence of an Event of Default with respect to the Bonds, the principal of
and accrued interest on this Bond may become or be declared due and payable before the
Maturity Date in the manner, with the effect, and subject to the conditions provided in the
I n d e n m r e . T H E S U B O R D I N AT I O N O F T H E B O N D S A P P L I E S T O A L L PAY M E N T S O N
ACCOUNT OF SUCH BONDS, WHETHER THE SAME SHALL BE ON ACCOUNT OF
P R I N C I PA L O R I N T E R E S T C U R R E N T LY D U E , O R D U E U P O N A C C E L E R AT I O N ,
REDEMPTION OR MATURITY OF THE BONDS. The Indenture provides that the
occurrences of certain events constitute Events of Default and provides certain remedies as a
resu l t o f Even ts o f De fau l t . SO LONG AS ANY SENIOR BONDS REMAIN OUTSTANDING
O R A N Y A M O U N T S A R E D U E A N D PAYA B L E T O F I N A N C I A L S E C U R I T Y U N D E R T H E
INDENTURE OR UNDER THE INSURANCE AGREEMENT, NO EVENT OF DEFAULT
W I L L E X I S T O R M AY B E D E C L A R E D W I T H R E S P E C T T O A N Y B O N D S . S O L O N G A S
A N Y S E N I O R B O N D S R E M A I N O U T S T A N D I N G O R A N Y A M O U N T S A R E D U E A N D
P A Y A B L E T O F I N A N C I A L S E C U R I T Y U N D E R T H E I N D E N T U R E O R U N D E R T H E
INSURANCE AGREEMENT, THE BONDS MAY NOT BE ACCELERATED WITHOUT
T H E C O N S E N T O F T H E C O N T R O L U N G PA R T Y A N D T H E H O L D E R S O F T H E B O N D S
S H A L L H AV E N O R I G H T T O P U R S U E O R D I R E C T A N Y R E M E D Y AVA I L A B L E T O T H E
T R U S T E E U N D E R T H E I N D E N T U R E . T H E H O L D E R S O F T H E B O N D S E X P R E S S LY
A C K N O W L E D G E A N D A G R E E T H AT T H E S E N I O R B O N D S M AY B E A C C E L E R AT E D
W I T H O U T A N Y C O R R E S P O N D I N G A C C E L E R AT I O N O F T H E B O N D S .

The Holder of each Bond, by acceptance of such Bond, expressly agrees and
acknowledges that (i) whether or not CLGFA or the Owner is insolvent, no payments will be
due and payable on any Bond, if (A) the Trustee does not rightfully hold sufficient funds in the
Subordinate Bonds Principal Account or the Subordinate Bonds Interest Account to make such
payment, except from amounts transferred from the Subordinate Cashtrap Account, the
Subordinate Pledged Funds Account and the Subordinate Debt Service Reserve Fund for the
purpose of making such payment pursuant to the Indenture, (ii) no Holder of a Bond may
institute against, or join any other person in instituting against, CLGFA, the Owner or the PAC,
any bankruptcy, reorganization, arrangement, insolvency or liquidation proceeding, or other and
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proceeding under any bankruptcy or similar law, until the later of (x) the date on which no
Senior Bonds are Outstanding and no amounts are due and payable to Financial Security under
the Indenture and imder the Insurance Agreement, or (y) the day which is the 123rd day after
the expiration of the Insurance Agreement, and (iii) so long as any Senior Bonds are Outstanding
no amounts are due to Financial Security, no default or Event of Default shall exist with respect
to the Bonds. Except as provided in the Indenture, the Holder of this Bond shall have no right
to enforce the provisions of the Indenture or take any action with respect to any Event of Default
under the Indenture.

[TESTIMONIAL AND SIGNATURES APPEAR ON FOLLOWING PAGE]
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IN WITNESS WHEREOF, California Local Government Finance Authority has caused
this Subordinate Bond to be executed in its name and on its behalf with the manual or facsimile
signature of its Executive Director and attested to by the manual or facsimile signature of its
Secretary, all as of the Dated Date specified above.

C A L I F O R N I A L O C A L G O V E R N M E N T
F I N A N C E A U T H O R I T Y
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C E R T I F I C AT E O F A U T H E N T I C AT I O N

This is one of the Subordinate Bonds described in the within-mentioned Indenture.

Dated: March l3, 1997

F I R S T T R U S T O F C A L I F O R N I A , N AT I O N A L
ASSOCIATION, AS TRUSTEE

Authorized Signatory

1 0



[FORM OF ASSIGNMENT]

For value received, the undersigned do(es) hereby sell, assign and transfer unto

(Name, Address and Tax Identification or Social
Security Number of Assignee)

the within-registered Bond and do(es) hereby irrevocably constitute and appoint, attorney, to
transfer the same on the registration books of the Trustee, with full power of substitution in the
premises.

D a t e d :

Signature Guaranteed:

NOTICE: Signature(s) must be
guaranteed by an eligible
guarantor.

NOTICE: The signature on this
assignment must correspond with
the name(s) as written on the face of the within
Bond in every particular without alteration or
enlargement or any change whatsoever.
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I N l l l A L L O A N J * •

F O R A L L O C A T I O N D A T I
■^liN T SCHliUULli
JlWNG EFFECTIVE PERIOD

$15,485,000
SENIOR REVENUE BONDS, SERIES 1997A

(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)
I S S U E D F O R T H E B E N E F I T O F

THE NOVATO FINANCING AUTHORITY (CALIFORNIA)
F A C I L I T A T E D B Y T H E

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y

$1,585,000
SUBORDINATE REVENUE BONDS, SERIES I997B

(MARIN VALLEY MOBILE COUNTRY CLUB PARK ACQUISITION PROJECT)
I S S U E D F O R T H E B E N E F I T O F

THE NOVATO F INANCING AUTHORITY (CAL IFORNIA)
F A C I L I T A T E D B Y T H E

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y

Effective Period: Closing Date through June 1998
A B C D E F G H

M o n t h l y M o n t h l y P r i n c i p a l
M o n t h l y M o n t h l y M a n a g e m e n t F e e I n t e r e s t P a y m e n t P a y m e n t

I n t e r e s t P a y m e n t P r i n c i p a l P a y m e n t R e p l a c e m e n t a n d M o n t h l y o n S u b o r d i n a t e o n S u b o r d i n a t e
o n S e n i o r B o n d s ' " o n S e n i o r B o n d s " " " R e s e r v e C o s t s ' ^ ' R e s e r v e F u n d ' ^ ' F e e s a n d E x n c n s e s O p e r a t i n g E x p e n s e s B o n d s ' ^ " * * B o n d s ' " ' ^ '

I n s u r a n c e :

$3,133.96

T a x e s :

$0 .00

T r u s t e e :

$675

C L G F A :

$625

7SA Premium' " :

Management Fee:
$4,584.34

(through 03/31/98)

$4,167
(04/01/98-
06/30/98)

$10,896.88
(03/13/97 -

10/01/97)

$9,843.75
(10/02/97 -
06/30/98)

Operating
Expenses'"

(see attached)

'" If amounts change during year, indicate month of change and new amounts. Interest will change in October 1997.
'" First principal payment for the Senior Bonds date due October 1, 1998. Principal for Senior Bonds will change in October 1998. First principal payment due October 1, 1997 for the Subordinate

Bonds.
'" Insurance will change in March 1998. No taxes due while Project owned by Novato Financing Authority.

Three hundred fifteen units at $130 per unit per annum (Updated Capital Plan due May 1, 1998). Any adjustments to Capital Plan will become effective in October 1998.
Subject to terms and provisions of Loan Agreement and Indenture.'" Updated Operating Budget due May 1998.

'" Calculated monthly pursuant to the Premium Letter and paid monthly in advance.
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JOINT EXERCISE OF POWERS AGREEMENT
CAI-irORNU LOCAL GOVERNMENT FINANCE ALTHORrrY

THISIOnVTEXERĈEOF̂AĜ^̂^̂ ^̂as of July 1. 1993, by aud »mong the Coun̂  i tm e ̂  ̂
(hereinafter defined) and P"''"'and the City Membera coUeetively
SS'tTheretortl̂ '-Memb̂ -) ™
by reference herein.

WrmESSETH;

WHEREAS, Articles 1
Govemmeni Code of the State o ' "California Local Govemmeni Finance Authonry

-ercise any powers cont̂on to any or all of
the Members;

WHERE.AS, the Members .e
projects and programs, for the purpose of fmancing the
=11̂ :, â i'Of homes as authoriaed by the .Act.

WHEREAS, the Members are each —, ̂Ĵ p̂r—
'ac"u"e,^rerrveC"« »

WHEREAS, Aroolo ̂0̂  Ctapê  5 of Alorit̂o!̂^
funds for the financing ot public capital significant public benefits, makeinsurance and program needs " P'ô  agreements with its Members and other localsecured and unsecured loam to and J local agencies mcurred
agencies to finance and refmaiice mdeb - A l,y such Members and o6er local
Toêr fnd ;:?:,Se"S"asXed m the
the Ac t ;

WHERE.AS, the Act ̂nher audior̂es and cmptiwets die Authority to sell such
bonds to public or private purchasers at public or negotiated sale.



WHEREAS bv ihis Agreement the Members desire to create and establish Ae
^ California Local Government Finance Authority for the purposes set forth herein and to e.xercrsethe powers described herein and as provided by law.^ NOW, THEREFORE, the Members, for and in consideration of the mumal

premises and agreements herein contained, do each agree as follows:
SECTION 1. Definitions

Unless the context otherwise requires, the terms defined in this Section 1 shall for
all purposes of this Agreement have the meanings herein specified.

"Act" means Articles 1, 2, 3 and 4 of Chapter 5 of Division 7 of Title 1 of the
Government Code of the State of California (Sections 6500-6599), mcludmg the Marks-Roos
Local Bond Pooling Act of 1985, as amended.

"Acreement" means this Joint Exercise of Powers Agreement, as the same now
exists or as it may from time to time be amended by any supplemental agreement entered into
pursuant to the provisions hereof.

"Authority" means the California Local Government Finance Authority created
by this Agreement.

^ "Board" means the governing board or the executive board of the Authority as
described in Sections 7 and 8, respectively.

"Boardmember" means a duly appointed director of the Board.
"Bonds" means bonds, notes, wanants. leases, certificates of participation

installment purchase agreements, loan agreements and other securities orthe Authority or financing agreements entered into by the Authonty pursuant to the Act and y
other obligation given to the term "Bonds" under the Act.

"Citv Member" means each city which is a party to this Agreement, mcludmg
the Initial Cities lintified on the signature page of this Agreement and each additional city
added pursuant to the provisions of this Agreement.

"County Member" means each county which is a party to this
i...i„Hi..; the Initial Counties identified on the signature page of this Agreement
additional county added pursuant to the provisions of this Agreement.

"Member" means each County Member, City Member and any other public
agency which is a party to this Agreement.
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SECTI0N2. Purpose

is

powers common to any of its ĝ îng fl,e purposes authorized by the Act, The
mciuding without limitanon of California to exercise vanous powersMembers are each empowered by ̂555 of this Aareement is to provide financing ofand to farther various P"Srams. ̂  Wcs« °f ̂  program needs
pubiic capital improvements, including constructing, acipnrmg andor projects whenever there are sigmfic p for the benefit of the residents thereof, by,"Stating homes and providing f..^cmgte« other
among other things, making "'̂ ŝ X̂ '̂ hasing Bo«̂ ^
ITS bTts'^frrrX^^^^^ —
in the manner hereinafter set forth.

section 3. CnationjlUai!!!^^

Jl̂e'dtTAcl mrAutTority shaii he a pubiic entity separate from the Memhets.
(b) Within 30 days after the ToTtoTr«mMt otamendment to be

Tp"Td wfm m: 0®L"eTof state of CaUfomia in the manner set forth
in Section 6503.5 of the Act.

. . . i ™ . ■

SECTION 4. Term

This Agreement shall become
untU such time as all Bonds and the ™'«̂ThTr period is shoner, or at such time as the
StToSy'S C - oTho";:. any htterest in a pubiic capital hnprovement or program.

SECTIONS. t»—Restriclinn lipon ̂WfOiSA J L W l a l W . * -

,U) TO effecmate the purposes hereof, the ATSend" u« aS
exercise any and all pow-of the Members ^d restrict^
TetSSherer̂  As—< "ntained. Each Member may also separa
exercise any and all such powers.



(b) The Authority may adopt, from time to time, such bylaws, guidelines,
rules and regulations for the conduct of its meetings and the activities of the Authority as are
necessary or desirable for the purposes hereof.

(c) The Authority shall have the power to fmance and refinance public capitol
improvements, includiî  without limitation, financing lesidentialof Bonds. The Authority shall have ihe power to purchase, with die aincmnts received
or to be received by it pursuant to a bond purchase agreement, bonds issued by any o iMembers and other local agencies at public or negotiated sale tor the ̂
Secdon 2 hereof, ail in accordance wid. the Act. Any suiA bonds so
the Authority or sold to public or private purchasers at pubbc or ̂
nart The Authority shall set any other terms and conditions on any purcĥcomemptod here/as it deems m'he necessary, appropriate and us the public interest, m
furtherance of the Act.

The Authority shall have the power to enter into the California Rural Home
Mongage Finance Authority in order to participate in that authority's programs to finance
residential home mortgages.

(d) The Authority may issue or cause to be issued Bonds and other
indebtedness, and pledge any property or revenues as security to the extent permined under the
Act, including Anicle 4 of the Act or any other applicable provision of law.

The Bonds, together with the interest and premium, if any. thereon of the
Authority shall not constimte debts, liabilities or obligations of any Member. Membershereby a<>ree that any such Bonds issued by the Authority shall not constimte generalr̂jAtlthority but shall be payable solely from the moneys pledged to the rep̂
Drincioal of or interest on such Bonds under the terms ol the resolution, indenmre, tmst
agreement or other instrument pursuant to which such Bonds are issued. Neither the : lumber
nor the Authority shall be obligated to pay the principal of or premium, if
the Bonds or other costs incidental thereto, except from the revenues and
therefor, akd neither the faith and credit nor the taxing power of the Members orshall be pledged to the payment of the principal of or premium, if any, or interest on the Bonds,
nor shall the Members of the Authority be obligated in any manner to make any appropna
for such payment.

No covenant or agreement contained in any Bond shall be deemed to te a
covenant or agreement of any Director, or any officer agent or
en individual capacity, and neither the Govemmg Board or the Execuuve
nor any officer thereof executing the Bonds shall be liable personaUy on any Bond or subjectto any personal liability or accountability by reason of the issuance of any Bon s.
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conditions thereof.

(e) The Authority shall hava ihe pow« »
and to mter into agreamcnts ̂finance indabtedness mcutrad by such Mambats
othar local aganc.as m order » „„ial improvamants, working capital, liabdity

including without limtotion. financing residential home mortgages.
(0 The Authority is hereby m "amS

of such powers, including, but i,e, construct, provide for maintenance
into contracts; to employ agents buildtags, works or improvements; to acquire,
a n d o p e r a t i o n o f , o r s u b j e c t t o h o m e m o n g a g e s ; t ohold or dispose of 1̂ '̂  contributions and donations of property,
incur debts, liabilities or obhgations to receive m corporations and anyfunds, services and other foms of asn generally to do any and all things
governmental entity; to sue an ■> numose set forth in Section 2 hereof. All property,

as otherwise provided in this Agreement.

(g) The Audiority
necessary or convenient to the purpose of p _ planning, capital

w i . — x r t T

„ , s . b i . . . . - « » »
providing for the investment of g"J™ lÔbj hereof tlat is not required tor thetovest any money in the treasury pursuan ° is advisable, in the same— dTprr:rê :S" p-̂ nt to section SSdOl of dte
Government Code of the State of Cahfonua.

manner Of eJLgsuch powers, as provided in section 6o09 of the Act.

5



(k) Pursuant to the provisions of Section 6508.1 of the Goveinment C,Me of
the State of California, the debts. liabUides and obligations of the Authonty shall not be debts,
liabiliiies and obligations of die Members.

SECTION 6. Tprmination of Powers

The Authority shall continue to e.rercise the powers

rerwe:̂L?.̂e"-sf shall have Ln paid or provision for such payment shall have
been made.

S E C T I O N 7 . B o a r d

(a) The Governing Board shall consist of members selected by each Member.

m m m m =
the unexpired term.

Chi Members of the governing bodies of the Members may seî e as

m m m m mNo such person may represent more tto one ^ of the
Sritŷd rn Sr rihrmL-̂.̂^ p:SdTf thne specined ht
the writing.

(c) Boardmembers shall not receive any compensation for serving in Aeir

purpose.

(d) The Governing Board shall be empowered to review and reject, pursuant
to rules developed by the Governing Board, any financings.

6



SECTIONS. Board
contracts and

the Executive Board, which shall consUt o ̂  Boardmembers shall be elected

unexpired term.

(b) Boardmembers of ;̂ arto"mber is a member of
to serve as Boardmembers of the . j ̂  .oveming body may designate his or herthe governing body of a Member, such ̂  ŝd to all intents and purposes,Tep̂ty to act as such Boardmember m lus m he ̂̂ ^̂to participate in the proceedings of
including the right to be a^d to vote upon any and all matters.

Sritŷd S bXtiv" rthrn̂eting, m̂tings or other period of time specfted m
t h e w r i t i n g . , .

,n, Boardmembers shail not r̂eive anŷĉ-™" ̂rd
capacity as Boardmembers without the ŴJ-a ̂  comection with serving as a

-̂at those expenses shall be reimbursed
^̂"-tSered hmds available for that purpose.

SECTION 9. of the Boards
(a) Each Board shall hold at least The date

by resolution of the Board.

7



(d) A majority of the Boardmembers shall constitute a quorum for the
transaction of business, except that less than a quorum may adjourn from ume to time. Each
Boardmember shall have one vote.

SECTION 10. nfficers: Official Bonds
(a) The Goveraing Board shall elect a chair of the Authority and a vice chair

of the Authority from among its Boardmembers The ofHcem
to those offices and as otherwise may be provided m the by-laws of the Authonty. The C
shall sign ail contracts on behalf of the Authority, and shaU perfoimbe imMsed by the Board. The Vice Chair shall act, sign contracts and ̂
Chair's duties in the absence of the Chair. The treasurer of a county areomied
time by the Govemina Board shall be the Treasurer of the A""'®"'''-shaU select an auditor'of the Authority. The Secretary shall perform those duuM ttat my be
imposed by the Board. A Boardmember may hold more than one office of die An onry.

(b) Subject to the applicable provisions of any indenture or reMlurionorovidinv for a trustee or other fiscal agent, the Treasurer is designated as the depository of the
Authoriv to have custody of all the money of die Audionv, ftom •̂ "̂̂ ctsuch, shall have the powers, duties and responsibilities specified m Secnon 6o05.o of the A .

(c) The Auditor shall have the powers, duties and responsibUities specified m
Section 6505.5 of the Act.

(d) The Treasurer and Auditor of the Authority are designated as the public
officers or oersons who have charge of, handle, or have access to any property of the Authority,
and each such officer shall file an official bond with the secretary of the Authonty m the ̂ountS sTmOM If and to the extent permitted by law. any such officer may satisfy te
requixenJent by filing an official bond in at least that amount obtamed in connection with anoth
public office.

(e) If the Treasurer and Auditor appointed by the Governing Board as set foî
in subsection (a) of this Section are not the treasurer and auditor, respectively,Members the Governing Board shall appoint one of its officers or employees to either or ho±of such oositions The offices of treasurer and auditor may be held by separate officers or
employed of the Authority or combined and held by one officer oroerLn or oersoiis shall comply with the duties and responsibilities of such office or offices asSffrnh inTrct to the evm the Governing Board derignatea its officers or employees to fiUm tettriJof ̂asurer or auditor, or hcth. such officers or employees shall cause ̂r̂od ctal"auk to he made by a cerufied public accounmt. or p̂hc accountant, m
compUance with Section 6505 of the Government Code of the State of Califoima.

(f) The Authority shall be staffed by the Regional Council of Rural Counties
or any successor thereto. The Governing Board shall have the power to appomt such other

8



Ap̂ m necessarv wilh such powers and authority as it shall
officers and employees as it eounsel, consultants, accounmnts and
determine and to tetam ^ave the power, by resolution, to the e.rtentother contractors. The '̂̂ JTLMletw" to delegate any of iu functions to one or more
permitted by the Act or any Authority and to cause any of saidof the Boardmembers or officers or agen execute anv documents or instruments
m e m b e r s , o f fi c e r s o r G o v e r n i n g B o a r d m a yfor and in the name â  on ̂ "̂ ;̂â .rativ. matters of the Author.̂ .
: : e f t o t « v " "comminees for any lawful purpose as it may detetmme.

SECTION 11. Year

Unless and untU chmpd -""LfmcluS fSin'unl 3̂
S fet ™ wlSĥshall; the petiod from the date of this Agreement to lune

30, 1994.

SECTION 12. picpnsitlon of Assets

. ri's'si" - r5.AT.S1tS""
shall be agreed by the Members.

SECTION 13. Bonds

The Authority shall have power to isme Bonds m .cordatt. « provisî̂
of the Act for the putpose ,0 siure those Bonds. The Authority shall
Agreement and to enter into appropnam a re™ authorized by the Act m- SetimT̂trvirn: ̂Lt-f̂rose putposes.

. Vnf Fvclusive- nnp̂ f̂ t̂ nn IP Tiirisdiction of Member
SECTION 14. Agrppment Not Exclusive, up

T h i s A g r e e m e n t s h a l l n o t b e b y l a w a n d
rights to catty out other Agreement shall not be deemed toto issue other obiigattons for those J™ ĵ ept as expressly provtded herein.alter the terms of ̂r̂ T̂lTnrt̂Stfor pmS- 'ny home mortgage seared by atty
provided that, the Authonty f''}?" b, an issue of Bonds without the consent of

Members or others, such consent may not be revoke .



SECTION 15. rnnfiict of Interest Code
The Authority by resolution shaU adopt a Conflict of Interest Code as required

SECTION 16- rnntributio"< Advances

Contributions or advances of public funds and of personnel, equipment or property

making the advance.

SECTION 17. Report" ^ilniinKntive E^pensej

days after the close of each fiscal year.
(b) Subject to Section 10(e), the auditor of the Authority shall "to îeor contract with a "'̂';'»̂''̂Xri™Te°aTcJs'"

the accounts and records districts under Section 26909 of the
s h a l l b e c o n f o r m t o g e n e r a l l y a c c e p t e d a u d i t i n g
Government Code of the State on- i certified public accountant or
standards. When rJords with each Member and also

'dt~ud\ro?̂  is. or'in which there iŝ  Member. The report
shall be med within 12 months of the end of the fiscal year under exammanon.

(c) Any costs of the audit, including contracts with, or emplôent of.

Authority available for the purpose.
fd"! In any year in which the annual budget of the Authority does not exceed$5,000. the Bô̂i may replLe the annual special audit with an audit covering a two-year period.
(e) Annually prior to July I of each year, die Board shall adopt a budget for

10



of the Aûoriry

(f, All the hooks. to manSfprovWed m any

SECTION 18. Br§a£ii
in mv covenant contained in tins

If default shall be made by ® fulfilling its obligations under this
Aoreement, the default shall not e.acuse any Member ft performance of all conditionsASent and each Member ° « tot to AareLent is entered into for thet-iin contained. Each M»b"~ tot^^^^ ^„ to
benefit of the Authority created her̂  , Authoritv deems appropnate, all of th?sht to enforce, by whatever la»̂  meâ =̂_̂Aû  ,̂„edies gWobligations of each of the parties cumulative, and the eitercise of one n,ht

SECTION 19.

rsr- i isr ints
to Authority of any person who is or and who was or is a party or
Board or an officer, employee or oiher " j ̂  fact tot such person is orfa toetoned to be made a party to a P-« W other ânt̂of tosuch a member or alternate mem̂r of the Bo r anj other amounts acmally ̂dAuthority, against expenses, V " ' ginc if such person acted in good faith aîd
reasonably incurred in connecuon 5̂  Past interests of to Authority and, m

under similar circumstances.

section 20. Immunities
All of the privileges and

ordinances and rules, ail pension, relief, j of any of the Members or other localwhich apply to to activity of officers, J p H jppjv to ihem to to same degree andr̂Sies when performing theirHn offi«r, agent or other represenm̂!
Sr: iSttSifeŜtrpSle of any of their hmcrions or dunes under
the provisions of this Agreement.



SECTION 21. <;<'verabilitv

ShouM any pâ  .ann or P—b= ̂  »
not be affected thereby.

section 22. g't̂ rp̂ snrs: A.ssignment

~ rî  oStion Jennder wimout d,a conaam of <hc Board.
SECTION 23. Ampndrnent of Agreement

This Agreemcnc may ha amended by" by » SfAurn "wTdnn 30 days of receipt of such amendment that
it does not consent thereto.

SECTION 24. Withdraŵ ^ "f Members
A Member may withdraw from this ofSe AuÂ ority so

provided however, that Amhority remain outstanding. Any such
;̂Sdr"w7sl̂ilt ;4ct/o2JV receipt of notice of withdrawal by the Board and the
filing of the notice as an amendment to this Agreement.

SECTION 25. Mi<rpl1aneous
r,i This Aereement may be executed in several counterparts, each of which

shall be an original and all of which shall constitute but one and the same mstrumen.
(b) The section headings herein are for convenience only and are not to beconstrued as mtlifying or governing the lanugo m the secuon referred to.
(c) Wherever in this Agreement any consent or approval is required, th

shall not be unreasonably withheld.
(d) This Agreement is made in the State of California, under the Constimtion

and laws of such State and is to be so construed.

relating to the subject matter of this Agreement.
12
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
executed and attested by their proper officers thereunto duly authorized, and their official seals
to be hereto affixed, as of the day and year first above written.

COUNTY OF A/71 ^

Z / u u j . L ' l -
'Ti t le: / 0



^ rbThereto affixed, as of the day and year first above wncten. .
COUNTY OF CALAVERAS

/ - N



COUNTY OF INYO,

T i t l e : r h a i r m a n
Board of Supervisors



IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
executed and attested by their proper officers thereunto duly authorized, and their official seals
to be hereto affixed, as of the day and year first above written.

COUNTY OF Glenn



IN WTTNESS WHEREOF, the parties hereto have caused this Agreeînt to bee„cu< JLSd byTS proper officers — duly authorized, aud dteu offica, seals
to be hereto affixed, as of the day and year first above wntten.

COUNTY OF Lassen

Chairman/)
Lassen County Board of
Superv isors



IN wmass WHEREOF, die ptrda baeto have
nfm*̂  aflttied by their pfoper ofBceri ttgeaao dû  luthcrized, and
to be lK5to afflad, M of dw <lay *n<J y«

C O U N T Y 0 I [ M O D O C ;

r y ^ i r m a n , M o d o c C o u n t y

B o a r d o f S u p e r v i s o r s

STATE OF CAUrOflNU
COUNTY OF MODOC.

I. MAXINE MA«SCN. MOOOC CCUNr/-CtERS5
00 HEREBY CWT!̂  THAT THIS IS A FUU,
true ANO COWWGT COFY Of THE ORiaiNAL
document on pice in my office.

•ArtT̂̂MY HANg ANO '̂maAL SEAL THIS^<!̂ oay~'QF
MAXINl̂DlSON, COUĤY Cl̂K

/***\



^ i

m wrmB'<5S WHEREOF, the parties hereto have caused this Agreement to bebŷŜper offici duly «.aorucd. a»d .heir officW seele
to be hereto affixed, as of the day and year first above wntten,

COUNTY OF MONO

Ti t i r i nan ie l A . Pa ran ick . V i ce -Cha i rman' Mono County Board of Supervisors

approved AS TO FORM:
Mono Ccumy Counsel Cifico
D a t e d :

1 - O . • • • !

,or ins Cccnty ■-<5 ;̂;,'
Signatu.s

^ !



to be hereto affixed, as of the day and year first above written.
COUNTY OF

P i t

r \ .



TM WTTNESS WHEREOF, tbe parries hereto have caused tins Agreeâ  to be

to be hereto affixed, as of the day and year first above ™ca.
COUNTY OF ■mftT.UMNE

AT T E S T:

Edna M. Bonnntt, Cl.rt of the Board
of Supervisors

/ - N



STATE OF CAUFORNIA )
CITY OF SACRAMENTO )
COUNTY OF SACRAMENTO )

L is H. ^ raHfomia Loca l Govenunent F inance
coov with the original Joint

•WITNESS by my hand this

Sêî  Califoin̂l̂cal Government
Finance Authority

Oi/126535.2



$15,485,000
SENIOR REVENUE BONDS, SERIES 1997A

^ (MARIN VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT)

ISSUED FOR THE BENEF IT OF THE
NOVATO FINANCING AUTHORITY (CALIFORNIA)

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E

A U T H O R I T Y

$1,585,000
SUBORDINATE REVENUE BONDS, SERIES 1997B

(MARIN VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT)

ISSUED FOR THE BENEF IT OF THE
NOVATO FINANCING AUTHORITY (CALIFORNIA)

F A C I L I T A T E D B Y T H E

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E
A U T H O R I T Y

I N C U M B E N C Y A N D S I G N AT U R E C E RT I F I C AT E O F C A L I F O R N I A L O C A L
G O V E R N M E N T F I N A N C E A U T H O R I T Y

The undersigned hereby state and certify:

(a) that they are the duly appointed, qualified and acting Executive Director and
Secretary, respectively, of the California Local Government Finance Authority ("CLGFA"), a
joint powers authority duly organized and existing under the laws of the State of California, and
as such are familiar with Ae facts herein certified and are authorized and qualified to certify the
s a m e ;

(b) that the following are now, and have continuously been since the dates of the
beginning of their respective current terms of office shown below, the duly appointed, qualified
and acting members of the Board of Directors of CLGFA, and the dates of the beginning and
ending of their respective current terms of office are hereunder correctly designated opposite
their names:

M e m b e r s C o u n t v
Beginning Date of

C u r r e n t Te r m
Ending Date of
( C u r r e n t Te r m

To m B a m e r t A m a d o r 1-1-97 12-31-97

Tom Tryon C a l a v e r a s 1 - 1 - 9 7 1 2 - 3 1 - 9 7

L inda A rcu la r i us Inyo 1-1-97 1 2 - 3 1 - 9 7

Chuck Har r i s G l e n n 1-1-97 12-31-97

Claud Neely L a s s e n 1-1-97 12-31-97

Nancy Huffman M o d o c 1-1-97 12-31-97

To m F a m e t t i M o n o 1-1-97 12-31-97

Har r ie t Wh i te P l a c e r 1 - 1 - 9 7 1 2 - 3 1 - 9 7

K e n M a r k s T u o l u m n e 1-1-97 12-31-97

to be designated City of Novato 3-1 -97 12-31-97

(c) that the signatures set forth opposite the names and title of the following persons
are the true and correct specimen, or are the genuine, signatures of such person, each of whom
holds the office designated:

0 2 / 1 2 6 3 3 5 . 2 4



N a m e / T i t l e . S i g n a t u r e

N a m e : A .
T i t l e : ^

N a m e :
T i t l e :

N a m e :
T i t l e :

N a m e :
Ti t l e :

Name:
Title:

(d) that the above-named persons are each duly designated "Authorized CLGFA
Representatives" of CLGFA, as such term is defined in that certain Trust Indenture, dated as
of March 1, 1997, by and between CLGFA and First Trust of California, National Association,
as trustee (the "Trustee") relating to the above referenced Bonds; and

(e) that for and on behalf of CLGFA, the Bonds have been executed by the manual
signature of the within-named Executive Director and attested to by the manual signature of the
within-named Secretary.

Da ted : March , 1997
C A L I F O R N I A L O C A L G O V E R N M E N T
H N A N C E A U T H O R I T Y

E x e c u t i v e D i r e c t o r

P

secretary

0 2 / 1 2 6 3 3 5 . 1 5



$15,485,000
SENIOR REVENUE BONDS, SERIES 1997A

(MARIN VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT)

ISSUED FOR THE BENEF IT OF THE
N O VAT O F I N A N C I N G A U T H O R I T Y ( C A L I F O R N I A )

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E

A U T H O R I T Y

$1,585,000
SUBORDINATE REVENUE BONDS, SERIES 1997B

(MARIN VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT)

ISSUED FOR THE BENEF IT OF THE
N O VAT O F I N A N C I N G A U T H O R I T Y ( C A L I F O R N I A )

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E

A U T H O R I T Y

C L O S I N G C E RT I F I C AT E O F C A L I F O R N I A L O C A L G O V E R N M E N T
F I N A N C E A U T H O R I T Y

The undersigned, with regards to the above referenced Bonds (the "Bonds"), hereby
states and certiBes;

(a) that she is the duly appointed, qualified and acting Executive Director of the
California Local Government Finance Authority ("CLGFA"), a joint powers authority duly
organized and existing under the Constitution and laws of the State of California, and as such,
is familiar with the facts herein certified and is authorized and qualified to certify the same;

(b) that she is an Authorized CLGFA Representative, as such term is defined in that^ certain Trust Indenture, dated March 1, 1997 (the "Indenture"), by and between First Trust of
California, National Association, as trustee, and CLGFA;

(c) that on February 19, 1997 the Board of Directors of CLGFA duly adopted
Resolution No. 97-1 (the "Resolution"), which Resolution has not been amended, modified,
supplemented, rescinded or repealed and remains is full force and effect as of the date hereof;

(d) that the representations, warranties and covenants of CLGFA contained in the
Bond Documents and the Letter of Representation attached to the Purchase Contract are true and
correct in all material respects on and as of the date hereof as if made on the date hereof, and
CLGFA has complied with all of the terms and conditions of the Bond Documents to which it
is a party, and the Letter of Representation required to be complied with by CLGFA at or prior
to the date hereof;

(e) that the information in the Preliminary Offering Statement, the Offering Statement
and the Private Placement Memorandum under the caption "APPENDIX E—CAUFORNIA
LOCAL GOVERNMENT FINANCE AUTHORITY" insofar as they relate to CLGFA is true
and correct and does not contain any untrue statement of a material fact or omit to state a
material fact required to be stated therein or necessary to make the statement therein, in light
of the circumstance under which they were made, not misleading;

C L O D O C S
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(f) that to the best of my knowledge no event affecting CLGFA has occurred since
the date of the Offering Statement and the Private Placement Memorandum which has not been
disclosed therein or in any supplement or amendment thereto which event should be disclosed
in the Offering Statement and the Private Placement Memorandum for the purpose for which it
is to be used or in order to make the statements therein, in light of circumstance under which
they were made, not misleading; and

(g) that there is no action, suit, proceeding, inquiry or investigation which is pending
or, to the best of my knowledge in this official capacity, after due inquiry, threatened against
CLGFA by or before any court, governmental agency or public board or body which:

(i) in any way questions the existence or powers of CLGFA or the titles of
the officers of CLGFA in their respective capacities,

(ii) affects, contests or seeks to prohibit, restrain or enjoin the issuance,
execution or delivery of any of the Bonds, or in any way contests or affects the authority
for the execution or delivery of the Bonds or the validity of the Bonds, the Resolution
or any of the Bond Documents.

0 2 / 1 2 6 3 3 5 . 1 2



D a t e d : M a r c h , 1997

C A L I F O R N I A L O C A L G O V E R N M E N T
H N A N C E A U T H O R I T Y

\

B y
E x e c u t i v e D i r e c t o r

[Signature Page for the Closing Certificate of California
Local Government Finance Authority]

0 2 / 1 2 6 3 3 5 . 1 3



$15 485 000SENIOR REVENUE'BokoS, SERIES 1997A
(MARIN VALLEY MOBILE COUNTRY CLUB PARK

ACQUISITION PROJECT)
I S S U E D F O R T B D E B E N E F I T O F T H E

NOVATO FINANCING AUTHORITY (CALIFORNIA)
F A C I L I T A T E D B Y T H E

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E
A U T H O R I T Y

$1,585,000
SUBORDINATE REVENUE BONDS, SERIES 1997B

(MARm VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E

NOVATO FINANCING AUTHORITY (CALIFORNIA)
F A C I L I T A T E D B Y T H E

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E
A U T H O R I T Y

T A X C O M P L I A N C E C E R T I F I C A T E

1 . I n G e n e r a l .

1.1. The undersigned is the Executive Director of the California Local Government
Finance Authority ("CLGFA") and hereby certifies to the statements contained herein.

1.2. This Tax Compliance Certificate (this "Tax Compliance Certificate") is executed
for the purpose of establishing the reasonable expectations of CLGFA as to future events
regarding $15,485,000 aggregate principal amount of Senior Revenue Bonds, Series 1997A
(Marin Valley Mobile Country Club Park Acquisition Project), Issued for the Benefit of Novato
Financing Authority (California), Facilitated by the California Local Government Finance
Authority (the "Senior Bonds") and $1,585,000 aggregate principal amount of Subordinate
Revenue Bonds, Series 1997B (Marin Valley Mobile Country Club Park Acquisition Project),
Issued for the Benefit of Novato Financing Authority (California), Facilitated by the California
Local Government Finance Authority (the "Subordinate Bonds" and together with the Senior
Bonds, the "Bonds"). CLGFA has not been notified of any listing or proposed listing of
CLGFA by the Internal Revenue Service as an issuer that may not certify its bonds. CLGFA's
reasonable expectation that the Bonds are not "arbitrage bonds" is based upon § 148 of the
Internal Revenue Code of 1986, as amended and the regulations thereunder.

1.3. The factual representations contained in this Tax Compliance Certificate are true
and correct and, to the best of the knowledge, information and belief of the undersigned, the
expectations contained in this Tax Compliance Certificate are reasonable.

1.4. The undersigned is an officer of CLGFA to whom the responsibility of issuing and
delivering the Bonds has been delegated.

1.5. Certifications with respect to the structuring of the Bonds and the price and yield
calculations and reserve fund sizing referenced in Sections 3, 7 and 12 are based on
representations made by Sutro & Co. Incorporated, San Francisco, California, as representative
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^ of the underwriters of the Senior Bonds and the placement agent for the Subordinate Bonds (the
"Underwriter"), and are contained in Exhibit A hereto. Certifications with respect to certain
aspects of the Project (as herein defined), investments of proceeds of the Bonds and the
calculation and funding of any required payments of rebate to the United States are based upon
representations made by the Novato Financing Authority (the "Owner") and are contained in
Exhibit P. CLGFA is not aware of any facts or circumstances that would cause it to question
the accuracy of the representations made by the Underwriter or the Owner.

1.6. The terms used herein and not defined below shall have the same meanings as
defined in the Trust Indenture, dated as of March 1, 1997, by and between CLGFA and First
Trust of California, National Association, as trustee. The following words and phrases shall
have the following meanings:

"Abusive Arbitrage Device'̂  means any action which has the effect of (i) enabling CLGFA
to exploit the difference between taxable and tax-exempt interest rates to obtain a material
financial advantage; and (ii) overburdening the tax-exempt bond market as defined in § 1. 148-10
of the Regulations.

"Accounting Method" means both the overall method used to account for the Gross
Proceeds of the Bonds (e.g., the cash method or a modified accrual method) and the method
used to account for or allocate any particular item within that overall accounting method (e.g.,
accounting for Investments, Expenditures, allocations to and from different sources and
particular items of the foregoing).

"Agency" means the Redevelopment Agency of the City of Novato, its successors and
assigns.

"Average Economic Life" means the average reasonably expected economic life of the
Facilities as defined in § 147(b) of the Code.

"Average Maturity" means the average maturity of the Bonds as defined in § 147(b) of
the Code.

"Bond Counsel" means a law firm of nationally recognized bond counsel who is requested
to deliver its approving opinion with respect to the issuance of and the exclusion from federal
i n c o m e t a x a t i o n o f i n t e r e s t o n t h e B o n d s .

"Bond Fund" means the Bond Fund established pursuant to the Governing Instrument.

"Bond Insurer" means Financial Security Assurance Inc., a stock insurance company
organized and created under the laws of the State of New York, and any successors thereto.

"Bond Year" means the period commencing October 1 of each calendar year and
terminating on September 30 of the immediately succeeding calendar year during the term of the
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/—s Bonds, except that the first Bond Year shall commence on the Date of Issuance and end on
September 30, 1997 (unless a different period is required by the Regulations).

"Bond Yield or yield on the Bonds" means the Yield of the Bonds calculated in
accordance with § 1.148-4 of the Regulations.

"Capital Expenditure" means any cost of a type that is properly chargeable to a capital
account (or would be so chargeable with a proper election or with the application of the
definition of placed in service under § 1.150-2(c) of the Regulations) under general federal
income tax principles. For example, costs incurred to acquire, construct or improve land,
buildings and equipment generally are capital expenditures. Whether an Expenditure is a Capital
Expenditure is determined at the time the Expenditure is paid with respect to the property.
Future changes in law do not affect whether an Expenditure is a Capital Expenditure.

"Capital Project" means all Capital Expenditures, plus related working capital
expenditures to which the de minimis rule under § 1.148-6(d)(3)(ii)(A) of the Regulations
applies, that carry out the governmental purpose of an issue. For example, a Capital Project
may include Capital Expenditures for one or more building improvements or equipment, plus
related start-up operating costs.

"Class of Investments" means one of the following, each of which represents a different
Class of Investments:

(a) Each category of yield restricted Purpose Investment and Program
Investment, as defined in § 1.148-l(b), that is subject to a different definition of
materially higher Yield under § 1.148-2(d)(2);

(b) Yield restricted Nonpurpose Investments; and

(c) All other Nonpurpose Investments.

"Code" means the Internal Revenue Code of 1986, as amended.

"Computation Date" means an Installment Computation Date or the Final Computation
D a t e .

"Computation Date Credit" means on the last day of each Bond Year during which there
are Gross Proceeds subject to the rebate requirement of Section 12 hereof, and on the Final
Computation Date, the amount of $1,000.

"Consistently Applied" means applied uniformly within a fiscal period and between fiscal
periods to account for Gross Proceeds of an issue and any amounts that are in a commingled
f u n d .
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"Costs of Issuance" means all costs incurred in connection with the issuance of the
Bonds, other than fees paid to or on behalf of credit enhancers as fees for "qualified guarantees"
as defined in § 1.148-4(f) of the Regulations. Examples of Costs of Issuance include (but are
not limited to):

(a) underwriter's discount (whether realized directly or derived through
purchase of the Bonds at a discount below the price at which a substantial number of the
Bonds are sold to the public);

(b) counsel fees (including Bond Counsel, CLGFA's counsel. Owner's
Counsel and any other specialized counsel fees incurred in connection with the issuance
of the Bonds);

(c) financial advisor fees incurred in connection with the issuance of the
Bonds;

(d) rating agency fees (except for any such fee that is paid in connection with
or as a part of the fee for credit enhancement of the Bonds);

(e) trustee or paying agent fees incurred in connection with the issuance of the
Bonds;

(f) accountant fees incurred in connection with the issuance of the Bonds;

(g) printing costs (for the Bonds and of the preliminary and final Offering
Statements);

(h) costs incurred in connection with the required public approval process
(e.g., publication costs for public notices generally and costs of the public hearing); and

(i) CLGFA's fees to cover administrative costs and expenses incurred in
connection with the issuance of the Bonds.

"Costs of Issuance Fund" means the Costs of Issuance Fund established pursuant to the
Governing Instrument.

"Current Outlay of Cash" means an outlay reasonably expected to occur not later than
five (5) banking days after the date as of which the allocation of Gross Proceeds to the
Expenditure is made.

"Date of Issuance" means March 13, 1997.

"Deferred Costs Fund" means the Deferred Costs Fund established pursuant to the
Governing Instrument.
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''Deposit-Only Account" means the deposit-only account established pursuant to the
Deposit Only Account Agreement.

"Discharged" means, with respect to any Bond, the date on which all amounts due with
respect to such Bond are actually and unconditionally due, if cash is available at the place of
payment, and no interest accrues with respect to such Bond after such date.

"Economic Accrual Method" (also known as the constant interest method or actuarial
method) means the method of computing Yield that is based on the compounding of interest at
the end of each compounding period.

"Escrow Account" means the Escrow Account established pursuant to the Governing
I n s t r u m e n t .

"Exempt Person" means any organization described in § 501(c)(3) of the Code or the
State or a local governmental unit of the State,

"Expenditure" means a book or record entry which allocates Proceeds of the Bonds in
connection with a Current Outlay of Cash.

"Expense Fund" means the Expense Fund established pursuant to the Governing
I n s t r u m e n t .

"Facilities" means the Capital Project financed or refinanced with the Proceeds of the
Bonds as shown in Exhibit E hereto.

"Fair Market Value" means the price at which a willing buyer would purchase an
Investment from a willing seller in a bona fide, arm's-length transaction. Fair Market Value
generally is determined on the date on which a contract to purchase or sell the Nonpurpose
Investment becomes binding (i.e., the trade date rather than the settlement date). Except as
otherwise provided in this definition, an Investment that is not of a type traded on an established
securities market (within the meaning of § 1273 of the Code), is rebuttably presumed to be
acquired or disposed of for a price that is not equal to its Fair Market Value. The Fair Market
Value of a United States Treasury obligation that is purchased directly from the United States
Treasury is its purchase price. The following guidelines shall apply for purposes of determining
the Fair Market Value of the obligations described below:

(a) Certificates of Deposit. The purchase of certificates of deposit with fixed
interest rates, fixed payment schedules and substantial penalties for early withdrawal will
be deemed to be an Investment purchased at its Fair Market Value on the purchase date
if the Yield on the certificate of deposit is not less than:

(i) The Yield on reasonably comparable direct obligations of the
United States; and
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(ii) The highest Yield that is published or posted by the provider to be
currently available from the provider on reasonably comparable certificates of
deposit offered to the public.

(b) Guaranteed Investment Contracts. A Guaranteed Investment Contract is
a Nonpurpose Investment that has specifically negotiated withdrawal or reinvestment
provisions and a specifically negotiated interest rate, and also includes any agreement to
supply Investments on two or more future dates (e.g., a forward supply contract). The
purchase price of a Guaranteed Investment Contract is treated as its Fair Market Value
on the purchase date if:

(i) The Owner makes a bona fide solicitation for a specified
Guaranteed Investment Contract and receives at least three bona fide bids from

providers that have no material financial interest in the issue (e.g., as
underwriters or brokers);

(ii) The Owner purchases the highest-yielding Guaranteed Investment
Contract for which a qualifying bid is made (determined net of broker's fees);

(iii) The Yield on the Guaranteed Investment Contract (determined net
of broker's fees) is not less than the Yield then available from the provider on
reasonably comparable Guaranteed Investment Contracts, if any, offered to other

^ persons from a source of funds other than gross proceeds of tax-exempt bonds;

(iv) The determination of the terms of the Guaranteed Investment
Contract takes into account as a significant factor the Owner's reasonably
expected drawdown schedule for the amounts to be invested, exclusive of amounts
deposited in debt service funds and reasonably required reserve or replacement
funds;

(v) The terms of the Guaranteed Investment Contract, including
collateral security requirements, are reasonable; and

(vi) The obligor on the Guaranteed Investment Contract certifies the
administrative costs that it is paying (or expects to pay) to third parties in
connection with the Guaranteed Investment Contract.

"Final Computation Date" means the date the last Bond is Discharged.

"Future Value" means the Value of a Receipt or Payment at the end of any interval as
determined by using the Economic Accrual Method and equals the Value of that Payment or
Receipt when it is paid or received (or treated as paid or received), plus interest assumed to be
earned and compounded over the period at a rate equal to the Yield on the Bonds, using the
same compounding interval and financial conventions used to compute the Yield on the Bonds.
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"Governing Instrument" means the Trast Indenture dated as of March 1, 1997, by and
between California Local Government Finance Authority ("CLGFA") and First Trust of
California, National Association, as trastee, (the "Trustee") and any amendments and
supplements thereto.

"Gross Proceeds" means any Proceeds or Replacement Proceeds of the Bonds.

"Installment Computation Date" means the last day of the fifth Bond Year and each
succeeding fifth Bond Year as stated in Section 9 hereof.

"Investment" means any Purpose Investment or Nonpurpose Investment, including any
other tax-exempt bond.

"Investment Instructions" means the letter of instructions set forth as an exhibit to this
Tax Compliance Certificate dated the Date of Issuance.

"Investment Proceeds" means any amounts actually or constructively received from
investing Proceeds of the Bonds.

"Investment-Type Property" means any property, other than property described in
§ 148(b)(2)(A), (B), (C) or (E) of the Code that is held principally as a passive vehicle for the
production of income. Except as otherwise provided, a prepayment for property or services is
Investment-Type Property if a principal purpose for prepaying is to receive an Investment retum
from the time the prepayment is made until the time payment otherwise would be made. A
prepayment is not Investment-Type Property if:

(a) The prepayment is made for a substantial business purpose other than
Investment retum and CLGFA has no commercially reasonable alternative to the
prepayment; or

(b) Prepayments on substantially the same terms are made by a substantial
percentage of persons who are similarly situated to CLGFA but who are not beneficiaries
of tax-exempt financing.

"Issue Price" means, except as otherwise provided, issue price as defined in §§ 1273 and
1274 of the Code. Generally, the Issue Price of bonds that are publicly offered is the first price
at which a substantial amount of the bonds is sold to the public. Ten percent is a substantial
amount. The public does not include bond houses, brokers or similar persons or organizations
acting in the capacity of underwriters or wholesalers. The Issue Price does not change if part
of the issue is later sold at a different price. The Issue Price of bonds that are not substantially
identical is determined separately. The Issue Price of bonds for which a bona fide public
offering is made is determined as of the sale date based upon reasonable expectations regarding
the initial public offering price. If a bond is issued for property, the applicable Federal tax-
exempt rate is used in lieu of the Federal rate in determining the Issue Price under § 1274 of
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the Code. The Issue Price of bonds may not exceed their Fair Market Value as of the sale date.
The Issue Price of the Bonds is $17,069,922.50.

"Loan Agreement" means the Loan Agreement dated as of March 1, 1997, by and among
CLGFA, the Novato Financing Authority (the "Owner") and the Park Acquisition Corporation
of Marin Valley Mobile Country Club (the "PAC") and any amendments and supplements
t h e r e t o .

"Net Sale Proceeds" means Sale Proceeds, less the portion of those Sale Proceeds
invested in a reasonably required reserve or replacement fund under § 148(d) of the Code and
as part of a minor portion under § 148(e) of the Code.

"Nonpurpose Investment" means any security, obligation, annuity contract or Investment-
Type Property as defined in § 148(b) of the Code, including "specified private activity bonds"
as defined in § 57(a)(5)(C) of the Code, but excluding all other obligations the interest on which
is excludible firom federal gross income, which is not acquired to carry out the governmental
purpose of an issue.

"Payments" means, for purposes of computing the Rebate Amount, (a) amounts actually
or constructively paid to acquire a Nonpurpose Investment (or treated as paid to a commingled
fund); (b) for a Nonpurpose Investment that is allocated to an issue on a date after it is actually
acquired (e.g., an Investment that becomes allocable to Transferred Proceeds or to Replacement

^ Proceeds) or that becomes subject to the rebate requirement of the Code on a date after it is
actually acquired (e.g., an Investment allocated to a reasonably required reserve or replacement
fund for a construction issue at the end of the two-year spending period), the Value of that
Investment on that date; (c) for a Nonpurpose Investment that was allocated to an issue at the
end of the preceding computation period, the Value of that Investment at the beginning of the
computation period; (d) on the last day of each Bond Year during which there are amounts
allocated to Gross Proceeds of an issue that are subject to the rebate requirement of the Code,
and on the final maturity date, a Computation Date Credit; and (e) Yield Reduction Payments
on Nonpurpose Investments made pursuant to § 1.148-5(c) of the Regulations. For purposes of
computing the Yield on an Investment (including the Value of the Investment), Payment means
amounts to be actually or constructively paid to acquire the Investment; provided, however, that
payments made by a conduit borrower are not treated as paid until the conduit borrower ceases
to receive the benefit of earnings on those amounts. Payments on Investments, including
Guaranteed Investment Contracts, are adjusted for Qualified Administrative Costs of acquiring
a Nonpurpose Investment.

"Pledge Agreement" means the Housing Assistance Pledge Agreement and Declaration
of Restrictive Covenants dated as of March 1, 1997, by and among the Owner, the PAC and the
Agency, and any amendments and supplements thereto.

"Policy" means, with respect to the Senior Bonds only, the Municipal Bond Insurance
Policy issued by the Bond Insurer, including any endorsement thereto.
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"Policy Payments Account" means the Policy Payments Account established by the
Governing Instrument.

"Pre-Issuance Accrued Interest" means amounts representing interest that accrued on an
obligation for a period not greater than one year before the Date of Issuance but only if those
amounts are paid within one year after the Date of Issuance.

"Proceeds or proceeds" means any Sale Proceeds, Investment Proceeds and Transferred
Proceeds of an issue. Proceeds do not include, however, amounts actually or constructively
received with respect to a Purpose Investment that are properly allocable to the immaterially
higher Yield under § 1.148-2(d) of the Regulations or § 143(g) of the Code or to qualified
administrative costs recoverable under § 1.148-5(e) of the Regulations.

"Project" has the meaning given to such term in Section 2.1 hereto.

"Project Fund" means the Project Fund established pursuant to the Governing Instrument.

"Purpose Investment" means any security or obligation that is acquired to carry out the
governmental purpose of an issue.

"QualijiedAdministrative Costs" means reasonable, direct administrative costs, other than
carrying costs, such as separately stated brokerage or selling conunissions, but not legal and
accounting fees, recordkeeping, custody and similar costs. General overhead costs and similar
indirect costs of the issuer such as employee salaries and office expenses and costs associated
with computing the Rebate Amount are not Qualified Administrative Costs. In general,
administrative costs are not reasonable unless they are comparable to administrative costs that
would be charged for the same Investment or a reasonably comparable Investment if acquired
with a source of funds other than Gross Proceeds of tax-exempt bonds.

"Qualified Hedging Transaction" means a contract which meets the requirements of
§ 1.148-4(h)(2) of the Regulations.

"Rebate Amount" means the excess of the Future Value of all Receipts on Nonpurpose
Investments over the Future Value of all the Payments on Nonpurpose Investments. Future
Value is computed as of the Computation Date. Rebate Amount additionally includes any
penalties and interest on underpayments reduced for recoveries of overpayments.

"Rebate Analyst" shall mean the entity, if any, chosen by the Owner to determine the
amount of required deposits to the Rebate Fund, if any.

"Rebate Fund" means the Rebate Fund established pursuant to the Governing Instrument.

"Receipts" means, for purposes of computing the Rebate Amount, (a) amounts actually
or constructively received from a Nonpurpose Investment (including amounts treated as received
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^ from a commingled fund), such as earnings and return of principal; (b) for a Nonpurpose
Investment that ceases to be allocated to an issue before its disposition or redemption date (e.g.,
an Investment that becomes allocable to Transferred Proceeds of another issue or that ceases to
be allocable to the issue pursuant to the universal cap under § 1. 148-6 of the Regulations) or that
ceases to be subject to the rebate requirement of the Code on a date earlier than its disposition
or redemption date (e.g., an Investment allocated to a fund initially subject to the rebate
requirement of the Code but that subsequently qualifies as a bona fide debt service fund), the
Value of that Nonpurpose Investment on that date; and (c) for a Nonpurpose Investment that is
held at the end of a computation period, the Value of that Investment at the end of that period.
For purposes of computing Yield on an Investment, Receipts means amounts to be actually or
constructively received from the Investment, such as earnings and return of principal (including
the Value of an Investment). Receipts on Investments, including Guaranteed Investment
Contracts, are adjusted (reduced) for Qualified Administrative Costs.

"Recomputation Event" means a transfer, waiver, modification or similar transaction of
any right that is part of the terms of the Bonds or a Qualified Hedging Transaction is entered
into, or terminated, in connection with the Bonds.

"Regulation" or "Regulations" means the temporary, proposed or final Income Tax
Regulations promulgated by the Department of the Treasury and applicable to the Bonds,
including §§ 1.148-0 through 1.148-11, § 1.149 and §§ 1.150-1 and 1.150-2 as issued by the
Internal Revenue Service on June 18, 1993 for bonds issued after July 1, 1993.

"Replacement Proceeds" means amounts which have a sufficiently direct nexus to the
Bonds or to the governmental purpose of the Bonds to conclude that the amounts would have
been used for that governmental purpose if the proceeds of the Bonds were not used or to be
used for that govermnental purpose, as more fully defined in § 1.148-l(c) of the Regulations.

"Replacement Reserve Fund" means the Replacement Reserve Fund established pursuant
to the Governing Instrument.

"Revenue Fund" means collectively, the Revenue Fund established pursuant to the
Governing Instrument and the Deposit Only Account defined in the Governing Instrument.

"Sale Proceeds" means any amounts actually or constructively received from the sale of
the Bonds, including amounts used to pay underwriters' discount or compensation and accrued
interest other than Pre-Issuance Accrued Interest.

"Senior Cashtrap Account" means the Senior Cashtrap Account established pursuant to
the Governing Instrument.

"Senior Debt Service Reserve Fund" means the Senior Debt Service Reserve Fund
established pursuant to the Governing Instrument.
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/-s "SLGS" means United States Treasury Certificates of Indebtedness, Notes and
Bonds—^State and Local Government Series.

"State" means the State of California.

"Subordinate Cashtrap Account" means the Subordinate Cashtrap Account established
pursuant to the Governing Instrument.

"Subordinate Debt Service Reserve Fund" means the Subordinate Debt Service Reserve
Fund established pursuant to the Governing Instrument.

"Subordinate Pledged Funds Account" means the Subordinate Pledged Funds Account
established pursuant to the Governing Instrument.

"Tax Compliance Certificate" means this Tax Compliance Certificate.

"Transferred Proceeds" means Proceeds of a refunding issue which become transferred
proceeds of a refunding issue and cease to be Proceeds of a prior issue when Proceeds of the
refunding issue discharge any of the outstanding principal amount of the prior issue. The
amount of Proceeds of the prior issue that become transferred proceeds of the refunding issue
is an amount equal to the Proceeds of the prior issue on the date of that discharge multiplied by
a fract ion:

(a) The numerator of which is the principal amount of the prior issue
discharged with Proceeds of the refunding issue on the date of that discharge; and

(b) The denominator of which is the total outstanding principal amount of the
prior issue on the date immediately before the date of that discharge.

"Universal Cap" means the Value of all outstanding Bonds.

"Value" means Value as determined under § 1.148-4(e) of the Regulations for a Series
1997 Bond and Value determined under § 1.148-5(d) of the Regulations for an Investment.

"Yield or yield" means, for purposes of determining the Yield on the Bonds, the Yield
computed under the Economic Accrual Method using consistently applied compounding intervals
of not more than one year. A short first compounding interval and a short last compounding
interval may be used. Yield is expressed as an annual percentage rate that is calculated to at
least four decimal places (e.g., 5.1234 percent). Other reasonable, standard financial
conventions, such as the 30 days per month/360 days per year convention, may be used in
computing Yield but must be consistently applied. The Yield on an issue that would be a
Purpose Investment (absent § 148(b)(3)(A) of the Code) is equal to the Yield on the conduit
financing issue that financed that Purpose Investment. The Yield on a fixed yield issue is the
discount rate that, when used in computing the present Value as of the issue date of all
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^ unconditionally payable payments of principal, interest and fees for qualified guarantees on the
issue and amounts reasonably expected to be paid as fees for qualified guarantees on the issue,
produces an amount equal to the present Value, using the same discount rate, of the aggregate
issue price of bonds of the issue as of the issue date. In the case of obligations purchased or
sold at a substantial discount or premium, the Regulations prescribe certain special Yield
calculation rules. For purposes of determining the Yield on an Investment, the Yield is
computed under the Economic Accrual Method, using the same compounding interval and
financial conventions used to compute the Yield on the Bonds.

The Yield on an Investment allocated to the Bonds is the discount rate that, when used
in computing the present Value as of the date the Investment is first allocated to the Bonds of
all unconditionally payable receipts from the Investment, produces an amount equal to the
present Value of all unconditionally payable payments for the Investment. The Yield on an
Investment shall not be adjusted by any hedging transaction entered into in connection with such
Investment unless the Owner has received an opinion of Bond Counsel that such an adjustment
is permitted by the Regulations. Yield shall be calculated separately for each Class of
Investments.

" Yield Reduction Payment" means a payment to the United States of America with respect
to an Investment which is treated as a Payment for that Investment that reduces the Yield on that
Investment in accordance with § 1.148-5(c) of the Regulations. Yield Reduction Payments
include Rebate Amounts paid to the United States of America.

1.7. Reliance on CLGFA Information. Bond Counsel shall be permitted to rely, after
due inquiry, upon the contents of any certification, document or instructions provided pursuant
to this Tax Compliance Certificate and shall not be responsible or liable in any way for the
accuracy of their contents or the failure of CLGFA to deliver any required information.

2. The Purpose of the Bonds.

2.1. The Bonds are being issued for the purpose of providing funds for the following
purposes (collectively, the "Project"):

(a) to defray the costs of acquiring and improving a mobilehome park known
as the Marin Valley Mobile Country Club, together with the buildings, structures,
improvements and facilities located thereon (other than the owner-occupied mobile homes
located thereon);

(b) to fund a reasonably required reserve fiind for the Bonds; and

(c) to pay the Costs of Issuance of the Bonds.

2.2. The portion of the Bonds to be used to finance the Project, together with
investment income, does not exceed the amount necessary to provide financing for the Project.
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2.3. CLGFA does not expect that the plan of financing relating to the Bonds will result
in the creation of any Replacement Proceeds within the meaning of § 1.148-l(c) of the
Regulations other than amounts to be deposited in a bona fide debt service fund. The Average
Maturity of the Bonds (20.42 years) does not exceed the Average Economic Life of the Facilities
(28.12 years as shown in Exhibit E hereto) by more than 120%.

3. Source and Disbursement of Funds.

3.1. The Senior Bonds will be sold to the public at a purchase price equal to
$15,484,922.50 (representing the par amount of the Senior Bonds, less an original issue discount
of $28,848.75 plus accrued interest of $28,771.25). The Underwriter will retain an underwriting
discount on the Senior Bonds of $116,137.50. The Subordinate Bonds will be privately placed
with a single holder at a purchase price equal to the par amount of the Subordinate Bonds
($1,585,000.00). There is no accrued interest on the Subordinate Bonds. The Underwriter will
retain a placement agent fee on the Subordinate Bonds of $23,265.00. Accordingly, the net
amount received by CLGFA from the sale of the Bonds will be $16,930,520.00.

3.2. The $16,930,520.00 received by CLGFA is being loaned to the Owner pursuant
to the Loan Agreement and is expected to be needed and fully expended as follows:

(a) the $28,771.25 of accrued interest on the Senior Bonds will be deposited
to the Bond Fund and used to pay interest on the first interest payment date for the
Senior Bonds;

(b) $15,057,945.23 of the Proceeds of the Bonds will be deposited to the
Project Fund;

(c) $238,000.00 of the Proceeds of the Bonds will be deposited to the
Replacement Reserve Fund;

(d) $133,742.50 of the Proceeds of the Senior Bonds will be paid to the Bond
Insurer as the initial premium for the Policy, the costs of counsel to the Bond Insurer and
the costs of obtaining credit reviews from the rating agencies to access the capital charge
to the Bond Insurer;

(e) $1,000,000.00 of the Proceeds of the Bonds will be deposited to the
Senior Debt Service Reserve Fund;

(f) $145,000.00 of the Proceeds of the Bonds will be deposited to the
Subordinate Debt Service Reserve Fund;

(g) $130,000.00 of the Proceeds of the Bonds will be deposited to the
Subordinate Pledged Funds Account;
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/"-s (h) $6,483.00 of the Proceeds of the Bonds will be deposited to the Escrow
Account; and

(i) $190,578.02 of the Proceeds of the Bonds will be paid as Costs of
Issuance.

4. Temporary Period for Certain Proceeds.

4.1. Amounts which were received as Pre-Issuance Accrued Interest on the Bonds will
be expended within one year from the Date of Issuance of the Bonds. In addition, a portion of
the proceeds of the Bonds will be used to pay Costs of Issuance and Qualified Guarantee Fees
within a one-year period beginning on the Date of Issuance of the Bonds. The Proceeds
described in the preceding two sentences will be invested pursuant to temporary periods without
regard to investment yield limitation.

4.2. Within six months after the Date of Issuance of the Bonds the Owner will enter
into contracts with third parties for the Facilities portion of the Project obligating expenditures
in excess of 5% of the Net Sale Proceeds of the Bonds.

4.3. The acquisition and improvement of the Facilities portion of the Project will
commence within six months of the Date of Issuance and will proceed with due diligence to
completion.

4.4. The $15,057,945.23 of Proceeds of the Bonds deposited to the Project Fund and
the $238,000.00 of Proceeds of the Bonds deposited to the Capital Improvement Subaccount of
the Replacement Reserve Fund, together with anticipated investment income thereon, is expected
to be expended for payment of costs which are directly related to and necessary for the financing
of the Facilities portion of the Project. All of the Proceeds deposited to the Project Fund are
expected to be expended to purchase the Project on the Date of Issuance. All of the Proceeds
deposited to the Capital Improvement Subaccount of the Replacement Reserve Fund are expected
to be expended on capital improvements to the Project wiAin one year of the Date of Issuance.
Such Proceeds are expected to be expended substantially in accordance with the schedules shown
in Exhibit E hereto. Such Proceeds will be invested without regard to investment yield
limitation as described in Section 6 of this Tax Compliance Certificate.

4.5. Any interest earnings or investment gains realized from the investment of any
other moneys considered to be Proceeds of the Bonds will be invested without regard to yield
limitation for the later of the period ending (i) three years after the Date of Issuance or (ii) a
one-year period beginning on the date of receipt. After the period of unrestricted reinvestment
of investment earnings described in this Section, such earnings will not be invested in obligations
that bear a yield in excess of one-eighth of one percent (.125%) above the yield of the Bonds.
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5 . Revenue Fund and Bond Fund.

5.1. The Owner collects all revenues and income from its operations of the Project in
the Deposit Only Account which is transferred on the twelfth day of each month (or the next
succeeding Business Day if such day is not a Business Day) to the Revenue Fund. Only certain
moneys are withdrawn from the Revenue Fund for the benefit of the Bonds. There can be no
assurance that other moneys in the Revenue Fund will be available to pay debt service on the
Bonds if the Owner encounters financial difficulty. Amounts deposited to the Deposit Only
Account and Revenue Fund that are not deposited to the Bond Fund established by the
Governing Instrument are not reasonably expected to pay debt service on the Bonds and that do
not otherwise become Gross Proceeds as described herein may be invested without regard to
yield limitation and without regard to the Rebate Requirements set forth in Section 13 of this Tax
Compliance Certificate.

5.2. The Bond Fund will be a bona fide debt service fund, which will be used to pay
the principal of and interest on the Bonds as the same become due and which will be depleted
at least once a year (except for a reasonable carryover amount not to exceed the greater of
one-twelfth of the annual debt service on the Bonds or one-year's interest earnings on such
funds). It is reasonably expected that all amounts received by the Owner as income from the
investment of moneys held in the Bond Fund will be expended to pay the principal of and
interest on the Bonds within one year of receipt thereof.

5.3. All moneys deposited to the Bond Fund to pay debt service on the Bonds may be
invested without regard to yield limitation and to the extent required by the Code are subject to
the rebate requirements of Section 13 of this Tax Compliance Certificate.

5.4. Certain Revenues deposited in the Deferred Costs Fund, the Escrow Account, the
Expense Fund and the Replacement Reserve Fund, and Revenues released by the Trustee to
CLGFA, the Property Manager, the Owner, the PAC, the Consultants and the City will not be
used to pay debt service on the Bonds but will be used to pay operation and maintenance
expenses and for other lawful purposes as determined by the Owner. Such moneys are not
expected to be used to pay debt service on the Bonds and there is no guarantee that such moneys
would be available to pay such debt service in the event the Owner encounters financial
difficulty. Such moneys are not Proceeds or Replacement Proceeds of the Bonds, are not subject
to investment yield limitation and are not subject to the rebate requirements applicable to the
Bonds.

6. Project Fund and Replacement Reserve Fund.

6.1. The $15,057,945.23 of Bond Proceeds deposited to the Project Fund and the
$238,000.00 of Bond Proceeds deposited to the Capital Improvement Subaccount of the
Replacement Reserve Fund will be invested in obligations that bear a yield in excess of the yield
of the Bonds until the date which is three years from the Date of Issuance. After the period of
unrestricted investment as set forth in this Subsection, any Proceeds remaining in the Project
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Fund and the Capital Improvement Subaccount of the Replacement Reserve Fund will not be
invested in obligations which bear a yield in excess of one-eighth of one percent (. 125 %) above
the yield of the Bonds.

6.2. Any interest earnings or investment gains realized from the investment of moneys
on deposit in the Project Fund and the Capital Improvement Subaccount will be reinvested
pending disbursement in obligations that bear a yield in excess of the yield of the Bonds. The
period of umestricted investment of such earnings will not exceed the longer of (a) a one-year
period beginning on the date of receipt of such investment income or (b) the period ending on
the date which is three years from the Date of Issuance. After the period of unrestricted
reinvestment of investment earnings described in this Subsection, such earnings will not be
invested in obligations that bear a yield in excess of one-eighth of one percent (.125%) above
the yield of the Bonds.

6.3. Pursuant to the Governing Instrument the Owner will make deposits from
Revenues into the Replacement Reserve Fund. Other than Bond Proceeds deposited into the
Capital Improvement Subaccount of the Replacement Reserve Fund, no Proceeds of the Bonds
will be deposited in the Replacement Reserve Fund. Other than Bond Proceeds deposited into
the Capital Improvement Subaccount, amounts deposited in the Replacement Reserve Fund are
not reasonably expected to be used to pay debt service on the Bonds. There is no assurance that
the Replacement Reserve Fund would be available to make such payments if the Owner
experiences financial difficulty. Other than Bond Proceeds deposited into the Capital
Improvement Subaccount, the Replacement Reserve Fund will not be treated by the Owner as
containing Gross Proceeds of the Bonds. Consequently, the Replacement Reserve Fund will be
invested without regard to yield limitation and will not be considered subject to the rebate
requirements of the Code.

7 . R e s e r v e F u n d s .

7.1. The Subordinate Pledged Funds Account, Subordinate Debt Service Reserve Fund
and Senior Debt Service Reserve Fund have been established to provide security for the payment
of annual debt service on the Bonds over their term in the event other sources of payment are
insufficient and to provide for the sale of the Bonds at an interest rate that is economical for
CLGFA, and is, in the best judgment of CLGFA, based on the representation of the Underwriter
contained in Exhibit A, customary in connection with the issuance of securities of the general
character of the Bonds and is necessary to effectuate the economical financing of the Project.
Pursuant to the Governing Instrument, (i) the Senior Debt Service Reserve Fund is required to
be funded as of the Date of Issuance of the Bonds in an amount equal to the Senior Reserve
Requirement (defined in the Governing Instrument); (ii) the Subordinate Debt Service Reserve
Fund is required to be funded as of the Date of Issuance of the Bonds in an amount equal to the
Subordinate Reserve Requirement (defined in the Governing Instrument); and (iii) the
Subordinate Pledged Funds Account is required to be funded as of the Date of Issuance of the
Bonds in an amount equal to the Pledge Amount (defined in the Governing Instrument).
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^ 7.2. Amounts collectively deposited in the Senior Debt Service Reserve Fund,
Subordinate Debt Service Reserve Fund and Subordinate Pledged Funds Account up to the least
of (i) ten percent (10%) of the original offering price of the Bonds ($1,704,115.00); (ii)
maximum annual debt service on the Bonds ($2,095,830.00) or (iii) 125% of average annual
debt service on the Bonds ($1,381,956.00) may be invested without regard to yield limitations.
Amounts collectively deposited in the Senior Debt Service Reserve Fund, Subordinate Debt
Service Reserve Fund and Subordinate Pledged Funds Account in excess of such limits shall be
invested at a Yield not in excess of the Bond Yield plus 1/8%. In determining whether the
aggregate reserve fund investment limit for the Bonds has been reached, any discount on
investment obligations will be taken into account ratably each year as Proceeds invested at an
unrestr ic ted Yie ld.

7.3. Investments of moneys described in this Section 7 will be subject to the rebate
requirements as set forth in Section 13 of this Tax Compliance Certificate.

8. Cashtrap Accounts. The Governing Instrument establishes a Senior Cashtrap Account
and a Subordinate Cashtrap Account (collectively, the "Cashtrap Accounts") to accumulate
certain deposits from the Revenue Fund. Moneys deposited in the Cashtrap Accounts are
expected first to provide additional security for payment of debt service on the Bonds and second
to provide for payment of debt service on the Bonds at the times stated in the Governing
Instrument. Deposits to the Cashtrap Accounts will be considered Gross Proceeds of the Bonds.
To the extent that the amounts collectively on deposit in the Cashtrap Accounts are in an amount
equal to the sum of (i) $1,481,956.00 (125% average annual debt service on the Bonds plus
$100,000.00) less (ii) amounts on deposit in the Reserve Funds described in Section 7 hereof,
such amounts may be invested without regard to investment yield limitations. Amounts on
deposit in the Cashtrap Accounts in excess of this limit shall be invested at a Yield not in excess
of the Bond Yield. In determining whether this limit has been reached, any discount on
investment obligations will be taken into account ratably each year as Proceeds invested at any
unrestr ic ted Yie ld.

9. Arbitrage Representations and Elections.

9.1. CLGFA will use, and will cause the Owner to use, a reasonable. Consistently
Applied Accounting Method to account for Gross Proceeds, Investments and Expenditures for
the Bonds. CLGFA shall additionally use, and will cause the Owner to use, a Consistently
Applied Accounting Method for allocating Proceeds of the Bonds to Expenditures, subject to the
Current Outlay of Cash rule.

9.2. CLGFA shall not conuningle Proceeds of the Bonds with any other funds.

9.3. In connection with the Bonds, there has not been created or established and
CLGFA does not expect that there will be created or established, any sinking fund, pledged fiind
or similar fund (other than as specifically identified in the Governing Instrument), including
without limitation any arrangement under which money, securities or obligations are pledged
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directly or indirectly to secure the Bonds or any contract securing the Bonds or any arrangement
providing for compensating or minimum balances to be maintained by CLGFA with any owner

- o r c r e d i t e n h a n c e r o f t h e B o n d s .

9.4. CLGFA will not enter into or engage in any Abusive Arbitrage Devices. If the
Owner invests any of the Gross Proceeds in certificates of deposit or pursuant to an investment
contract or a certificate of deposit, CLGFA will comply, or cause the Owner to comply, with
the certifications in the form attached hereto as Exhibits C-1 through C-6.

9.5. As directed by the Owner, CLGFA hereby makes the following elections and
other choices pursuant to the Regulations with respect to the Bonds:

(a) CLGFA elects the bond year stated in the definition of die Bond Year;

(b) CLGFA elects to avail itself of all unrestricted yield investments granted
in the Regulations for temporary period, reasonably required reserve fund and minor
portion investments;

(c) CLGFA elects to treat the last day of the fifth Bond Year (October 1,
2001) as the initial Installment Computation Date and the initial rebate payment date.
CLGFA elects to treat the last day of each subsequent fifth Bond Year as subsequent
Installment Computation Dates and subsequent rebate payment dates. CLGFA may
change or adjust such dates as permitted by the Regulations; and

^ (d ) W i th respec t t o t he Un i ve rsa l Cap , CLGFA as o f t he Da te o f I ssuance

does not expect that the operation of the Universal Cap will result in a reduction or
reallocation of Gross Proceeds of the Bonds and that CLGFA (i) does not expect to
pledge funds (other than those described in the Governing Instrument) to the payment of
the Bonds; (ii) expects to expend Sale Proceeds of the Bonds within the expected
temporary periods; and (iii) does not expect to retire any of the Bonds earlier than shown
in the Yield computations for the Bonds.

10. Transferred Proceeds. In connection with the issuance of the Bonds and the financing
of the Project, there are no Transferred Proceeds.

11. Rebate Fund. CLGFA's moneys deposited in the Rebate Fund and the investments
thereon may be invested without regard to investment yield limitation and are not subject to the
Rebate Requirement of Section 13 of this Tax Compliance Certificate. Investment Proceeds of
the Bonds deposited in the Rebate Fund may be invested without regard to investment yield
limitation for a one-year period beginning on the date of receipt and thereafter at a yield not in
excess of the yield on the Bonds. Investment of such proceeds of the Bonds in the Rebate Fund
are subject to the Rebate Requirement of Section 13 of this Tax Compliance Certificate.
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^ 12. Price of the Bonds and Yield of the Bonds.

12.1. The Underwriter has represented that the initial offering price to the public
(excluding bond houses, brokers and other intermediaries) at which a substantial amount of the
Senior Bonds were sold is $15,484,922.50 which is the par amount of the Senior Bonds, less
an original issue discount in the amount of $28,848.75 plus Pre-Issuance Accrued Interest in the
amount of $28,771.25. The Underwriter has represented that the Subordinate Bonds will be
privately placed with a single holder at a purchase price equal to the par amount of the
Subordinate Bonds ($1,585,000.00).

12.2. As used in this Tax Compliance Certificate, the term "yield" refers to the discount
rate which, when used in computing the present worth of all payments of principal and interest
to be paid on an obligation, produces an amount equal to the issue price. The calculations of
yield have been made on the basis of semiannual compounding using a 360-day year and upon
the assumption that payments are made on the last day of each semiannual interest payment
period. For purposes of computing yield, the purchase price of any obligation is equal to the
fair market value as of the date of a binding contract to acquire such obligation. The yield on
the Bonds has been calculated by the Underwriter to be not less than 6.460686%.

12.3. In computing the yield on the Bonds, the total premium paid to the Bond Insurer
have been treated as interest on the Bonds. The Underwriter, in Exhibit A hereto, has
represented that the amount of such premium is less than the present value of the interest savings
achieved as a result of the use of bond insurance (using as the discount rate for such present
value the yield on the Bonds determined with regard to such premium).

13. Rebate Requirement and Investment Instructions.

13.1. Arbitrage Compliance. CLGFA acknowledges that the continued exclusion of
interest on the Bonds from gross income of the recipients thereof for purposes of federal income
taxation depends, in part, upon compliance with the arbitrage limitations imposed by § 148 of
the Code, including the rebate requirement described in § 148(f) of the Code. CLGFA hereby
agrees and covenants that it shall not permit at any time or times any of the proceeds of the
Bonds or other funds of CLGFA to be used, directly or indirectly, to acquire any asset or
obligation, the acquisition of which would cause the Bonds to be "arbitrage bonds" for purposes
of § 148 of the Code. CLGFA further agrees and covenants that it shall do and perform all acts
and things necessary in order to ensure that the requirements of § 148 of the Code and the
Regulations are met, including the payment to the United States of America of the required
portion of the Rebate Amount as of each Computation Date (the "Rebate Requirement"). To
that end, CLGFA will cause the Owner to retain, at the Owner's own expense, a Rebate Analyst
to make such determinations and calculations as may be necessary in order to ensure that
CLGFA takes the actions described in the Investment Instructions with respect to the Investment
of Gross Proceeds on deposit in the funds and accounts established under the Governing
Instrument. The provisions of the Investment Instructions are by this reference expressly
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incorporated herein. CLGFA has covenanted that it will comply with the Investment Instructions
and CLGFA expects that it will so comply.

13.2. Pursuant to this Tax Compliance Certificate, CLGFA will cause the Owner to
establish such Accounting Methods and keep all such records as are necessary to determine any
Rebate Amount for a period of at least six years after the final retirement of the Bonds.

1 4 . M i s c e l l a n e o u s .

14.1. Change in Ownership of the Project. The Owner intends to own and operate the
Project at all times during the term of the Bonds except that the Owner may transfer the Project
to an Exempt Person pursuant to the terms of the Loan Agreement. The Owner and CLGFA
do not know of any reason why the Project will not be so used in the absence of (i) supervening
circumstances not now anticipated by it, (ii) adverse circumstance beyond its control or (iii)
obsolescence of such insubstantial parts or portions thereof as may occur as a result of normal
use thereof. The Owner will not change Ae use, ownership or nature of any portion of the
Project so long as any of the Bonds are outstanding (including any transfer pursuant to the Loan
Agreement) unless, in the written opinion of Bond Counsel, such change will not result in the
inclusion of interest on the Bonds in the gross income of the recipient thereof for purposes of
federal income taxation. The Owner may without an opinion sell or otherwise dispose of minor
parts or portions of the Project as may be necessary due to normal wear, tear or obsolescence.

14.2. Representations as to Limits on the Use of Proceeds. In order to ensure that
interest on the Bonds is excludible from the gross income of the recipients thereof for purposes
of federal income taxation, CLGFA hereby covenants as follows:

(a) CLGFA will not take or permit to be taken any action which would cause
the Bonds to be deemed private activity bonds under the Code. The Bonds will be
considered "private activity bonds" other than qualified 501(c)(3) bonds if: (1) more than
10% of the Proceeds of the Bonds is used directly or indirectly in the business of a
nongovernmental person and (2) more than 10% of the debt service on the Bonds is
directly or indirectly (a) secured by any interest in property used in a private business
or (b) derived from payments made wiA respect to property used in a private business.
No more than 5% of any such private use and any such private security for or private
payment of the Bonds may be unrelated to the Project. Bonds will be considered
"private activity bonds" if more than the lesser of 5% of proceeds of the Bonds or
$5,000,000 is loaned to non-Exempt Persons.

(b) CLGFA will not permit payment of the principal of or the interest on
more than 10% of the Bonds (under the terms of such Bonds or any underlying
arrangement) to be directly or indirectly secured by any interest in property used or to
be used for a private business use (or by any interest in payments in respect of such
property), or to be derived from payments (whether or not to CLGFA) in respect of
property (or borrowed money) used or to be used for a private business use. In the event
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that Proceeds of the Bonds are to be used for any private business use that is not related
(or is disproportionate) to any government use of such proceeds (and to payments,
property and borrowed money with respect to any such private business use), the
proceeding covenant shall apply but not more than 5% (rather than 10%) of the Bonds
may be so secured. This requirement is referred to herein as the "private payment test."

In determining whether the Bonds meet the private payment test, CLGFA will
compare the present value of the payments taken into account to the present value of the
debt service to be paid over the term of the Bonds. Debt service will include reasonable
credit enhancement fees but will not include any amount to be paid from Proceeds of the
Bonds. For example, debt service will not include accrued or capitalized interest or
other amounts to be paid with Proceeds of the Bonds (e.g., with Proceeds in the Reserve
Fund). For purposes of the discount rate to be applied in such present value calculations,
the Yield on the Bonds has been computed by the Underwriter to be 6.467%.

Payments taken into account in determining whether the Bonds meet the private
payment test will include payments made for any private business use and payments in
respect of property financed (directly or indirectly) with Proceeds of the Bonds.
However, any payment that is properly allocable to the payment of ordinary or necessary
expenses directly attributable to the operation and maintenance of the Property financed
with the Proceeds of the Bonds (other than general overhead or administrative expenses)
will not be included as a payment taken into account. Similarly, payments by a person
for use of Proceeds will only be included to the extent that the present value of such
payments does not exceed the present value of the debt service allocable to that person's
use of Proceeds. For example, if 10% of the Proceeds of the Bonds were used by a
person, payments by such person would not be taken into account to the extent that the
present value of such payments exceeded the present value of 10% of the debt service
on the Bonds.

For purposes of the private payment test, certain incidental uses of a facility may
be disregarded to the extent that the Proceeds of the Bonds which result in the incidental
use do not exceed 2-1/2% of the total Proceeds of the Bonds. The use of a facility by
a person will be treated as an incidental use if such use does not involve the transfer to
such person of possession and control of space that is separated physically from other
areas of the facility and is not related to any other use of the facility by the same person.
For example, use of space in common areas of an office building for coin-operated
telephones, advertising displays, vending machines or a newsstand or shoe shine stand
may be disregarded.

(c) The Bonds are not and shall not become directly or indirectly federally
guaranteed. Bonds will be considered to be "federally guaranteed" if the payment of
principal or interest with respect to such Bonds is guaranteed (in whole or in part) by the
United States of America (or any agency or instrumentality thereof) or 5% or more of
the Proceeds of the Bonds is used in making loans the payment of principal or interest
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with respect to which is guaranteed or invested (directly or indirectly) in federally
insured deposits or accounts.

(d) CLGFA shall file Internal Revenue Form 8038-G pursuant to Section
149(e) of the Code.

(e) CLGFA shall not sell any other obligations within fifteen (15) days of the
sale of the Bonds pursuant to a common plan of financing with the Bonds and payable
from the same source of funds or having substantially the same claim to the same source
of fiinds used to pay the Bonds.

(f) CLGFA will not allow the Project to be used in the trade or business of
any person who is a non-Exempt Person unless it seeks an opinion of Bond Counsel that
such use would not adversely affect the tax-exemption of interest on the Bonds. CLGFA
acknowledges that in determining whether all or any portion or function of the Project
is used, directly or indirectly, in the trade or business of a non-Exempt Person, use of
any portion or function of the Project by a non-Exempt Person pursuant to a lease,
sublease, management contract, service contract or other arrangement must be examined.

A lease, sublease, management contract, service contract or other arrangement
between CLGFA and a non-Exempt Person with respect to the Project or any portion or
function thereof will not result in the Project being used for federal income tax purposes
in the trade or business of the non-Exempt Person if the guidelines set forth in Rev.
P r o c . 9 3 - 1 9 o r R e v. P r o c . 9 7 - 1 3 a r e m e t .

(g) CLGFA shall keep or cause to be kept records of the expenditure of Gross
Proceeds of the Bonds on the Project. Such records as are maintained by CLGFA may,
at the option of CLGFA, be maintained by electronic filing or record keeping systems.

14.3. Representations by CLGFA for Purposes of IRS Form 8038-G. § 149(e) of the
Code requires as a condition to qualification for tax-exemption that CLGFA provide to the
Secretary of the Treasury certain information with respect to the Bonds and the application of
the proceeds derived therefrom. The following representations of CLGFA will be relied upon
by Bond Counsel in satisfying this information reporting requirement. Accordingly, CLGFA
hereby represents, covenants and warrants to the best of its knowledge, for the benefit of Bond
Counsel and the registered owners of the Bonds, the truth and accuracy of (a) through (r) below:

( a ) I s s u e r ' s e m p l o y e r i d e n t i fi c a t i o n n u m b e r 6 8 - 0 3 2 6 5 0 5

(b) Number of 8038-G reports previously filed by CLGFA
t h i s c a l e n d a r y e a r - 0 -

( c ) I s s u e p r i c e o f t h e B o n d s $ 1 7 , 0 4 1 , 1 5 1 . 2 5



(d) Proceeds used for Accrued Interest $28,771.25

(e) Costs of Issuance (including Underwriter's
Discount) $310,479.52

(f) Reasonably required Reserve Fund Deposits $1,275,000.00

(g) Proceeds used for Credit Enhancement $133,742.50

(h) Proceeds used to refund prior issue - 0 -

(i) Nonrefunding Proceeds $15,321,929.02

(j) Date of final maturity of the Bonds 10 /1 /2027

(k) Interest Rate on the final maturity of
the Bonds 5 . 8 5 %

(1) Issue price of the final maturity of
t h e B o n d s $1,977,525.00

(m) Issue price on the entire issue of the
Bonds $17,041,151.25

(n) Stated redemption price at maturity of the final maturity of
t h e B o n d s $1,980,000.00

(0) Stated redemption price at maturity of the entire issue of
t h e B o n d s $17,070,000.00

(P) Weighted average maturity of
t h e B o n d s 20.424078 years

(q) Yield on the entire issue of the
Bonds 6 . 4 6 0 6 8 6 %

(r) N e t i n t e r e s t c o s t o f
t h e B o n d s 5 . 9 11 %

14.4 Additional Tax Covenants. In order to ensure that interest on the Bonds is
excludible from the gross income of the recipients thereof for purposes of federal income
taxation, CLGFA hereby represents and covenants as follows:
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(a) CLGFA will comply with, and make all filings required by, all effective
rules, rulings or regulations promulgated by the Department of the Treasury or IRS with
respect to obligations described in § 103 of the Code, such as the Bonds.

(b) CLGFA shall not sell any other tax-exempt obligations within fifteen
(15) days of the sale date of the Bonds pursuant to the same plan of financing with the
Bonds and payable from substantially the same source of funds, determined without
regard to qualified guaranties from unrelated parties and used to pay the Bonds.

15. Amendments. Notwithstanding any other provision hereof, any provision of this Tax
Compliance Certificate may be deleted or modified at any time at the option of CLGFA, if
CLGFA has obtained an opinion, in form and substance satisfactory to CLGFA, of Bond
Counsel that such deletion or modification will not adversely affect the exclusion of interest on
the Bonds from the gross income of the recipients thereof for purposes of federal income
taxat ion.

[End of Tax Compliance Certificate]
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IN WITNESS WHEREOF, the undersigned has set his hand as of March /̂ , 1997.

C A L I F O R N I A L O C A L G O V E R N M E N T
F I N A N C E A U T H O R I T Y

[Signature Page for Tax Compliance Certificate]
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E X H I B I T A

T O

T A X C O M P L I A N C E C E R T I F I C A T E

$ 1 5 , 4 8 5 , 0 0 0 $ 1 , 5 8 5 , 0 0 0
SENIOR REVENUE BONDS, SERIES 1997A SUBORDINATE REVENUE BONDS, SERIES 1997B

( M A R IN VA L L E Y M OB IL E C OU N TRY C L U B PA R K ( M A R IN VA L L E Y M OB IL E C OU N TRY C L U B PA R K
A C Q U I S I T I O N P R O J E C T ) A C Q U I S I T I O N P R O J E C T )

I S S U E D F O R T H E B E N E F I T O F T H E I S S U E D F O R T H E B E N E F I T O F T H E
N O VATO F I N A N C I N G A U T H O R I T Y ( C A L I F O R N I A ) N O VATO F I N A N C I N G A U T H O R I T Y ( C A L I F O R N I A )

F A C I L I T A T E D B Y T H E F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E

A U T H O R I T Y A U T H O R I T Y

The undersigned, on behalf of Sutro & Co. Incorporated and George K. Baum &
Company, the underwriters of the Senior Revenue Bonds Series 1997A (Marin Valley Mobile
Country Club Park Acquisition Project) Issued for the Benefit of Novato Financing Authority
(California) Facilitated by the California Local Government Finance Authority (the "Senior
Bonds") and the placement agents of the Subordinate Revenue Bonds Series 1997B (Marin
Valley Mobile Country Club Park Acquisition Project) Issued for the Benefit of Novato
Financing Authority (California) Facilitated by the California Local Government Finance
Authority (the "Subordinate Bonds", and collectively with the Senior Bonds, the "Bonds")
hereby represents: (i) that the offering price of the Bonds stated in Sections 3.1 and 12.1 of the
Tax Compliance Certificate, dated March 13, 1997 (the "Tax Compliance Certificate"),
represents the maximum initial offering price at which a substantial amount of each maturity of
the Bonds was offered for sale and sold to the public (exclusive of bond houses, brokers or
similar persons acting in the capacity of underwriters or wholesalers) through a bona fide
offering, (ii) that such initial offering price was established by a bona fide bid without regard
to any amounts which would increase the yield on any maturity of the Bonds above its market
yield, and (iii) that the description of the interest rates and yields contained in the final Official
Statement with respect to the Bonds constitute a true and correct summary thereof.

The yield on the Bonds stated in Section 12.2 of the Tax Compliance Certificate,
calculated in accordance with the Regulations, is not less than 6.460686%, and that the
representation as to the cost effectiveness of the bond insurance stated in Section 12.3 is true and
c o r r e c t .

The undersigned, on behalf of the Underwriter, represents that the establishment of the
Senior Debt Service Reserve Fund, the Subordinate Debt Service Reserve Fund, the Subordinate
Pledged Funds Account and the Cashtrap Accounts at the level of funding described in Sections
7 and 8 of the Tax Compliance Certificate is, in the best judgment of the undersigned,
reasonably required to obtain the issuance of the Bonds at an economical interest rate and is, in
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the judgment of the undersigned, established at a level of funding comparable to that found for
obligations similar to the Bonds issued within the past year.

We understand that this Certificate shall form a part of the basis for the opinion, dated
the date hereof, of Kutak Rock, as Bond Counsel, to the effect that interest on the Bonds is not
includible in the gross income of the recipients thereof for purposes of federal income taxation
under existing laws, regulations, rulings and judicial decisions.

IN WITNESS WHEREOF, the undersigned has set his hand as of March 1997.

S U T R O & C O . I N C O R P O R AT E D

Vice-president
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E X H I B I T B

T O

T A X C O M P L I A N C E C E R T I F I C A T E

I N V E S T M E N T I N S T R U C T I O N S

March 13, 1997

Cal i fo rn ia Loca l Government
Finance Authority

Sacramento, California

Novato Financing Authority
Novato, California

$15,485,000
SENIOR REVENUE BONDS, SERIES 1997A

(MARIN VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E
NOVATO FINANCING AUTHORITY (CALIFORNIA)

F A C B L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E

A U T H O R I T Y

$1,585,000
SUBORDINATE REVENUE BONDS, SERIES 1997B

(MARIN VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E
NOVATO FINANCING AUTHORITY (CALIFORNIA)

F A C I L I T A T E D B Y T H E

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E
A U T H O R I T Y

Ladies and Gentlemen:

This letter sets forth instructions (these "Instructions") regarding the investment and
disposition of moneys deposited in various funds and accounts created under the Trust Indenture,
dated March 1, 1997 (the "Governing Instrument"), by and between California Local
government finance Authority ("CLGFA") and First Trust of California, National Association,
as trustee (the "Trustee") authorizing and providing for the issuance of the above-captioned
obligations (the "Bonds").

The purpose of these Instructions is to assure that the investment of moneys in the funds
and accounts described herein will comply with the arbitrage limitations imposed by § 148 of
the Internal Revenue Code of 1986, as amended (the "Code"), and the regulations thereunder
(the "Regulations"). These Instructions implement the investment provisions of the Tax
Compliance Certificate executed by CLGFA on the date of issue of the Bonds and constitute the
"Investment Instructions" referred to in said Tax Compliance Certificate. Terms not otherwise
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defined herein shall have the definitions ascribed to such terms in the Tax Compliance Certificate
and the Governing Instrument.

1. Computation of Yield. For purposes of these Instructions, the term "yield" shall
have the meaning set forth in the Regulations. The Regulations provide that the term "yield"
means that yield which when used in computing the present worth of all payments of principal
and interest to be paid on an obligation produces an amount equal to the purchase price of such
obligation. The yield of the Bonds and the yield of obligations acquired with moneys described
in these Instructions shall be computed by using the same frequency of interest compounding.
In the case of the Bonds, the purchase price is $17,069,922.50 which is the offering price to the
public, including accrued interest. The yield of the Bonds is not less than 6.460686%.

2. Investments—General. The purchase price of all investments purchased in
connection with the Bonds must be the market price of the investment obligation on an
established market or the investment must be in Tax-Exempt Bonds, as defined in the
Regulations. This means that you cannot pay a premium to adjust the yield and that you caimot
accept a lower interest rate than is usually paid. Currently, if an obligation cannot be purchased
on an established market or a bona fide bid price cannot be established at a yield which does not
exceed the target restricted yield, you are limited to (i) the making of Yield Reduction Payments
for eligible Investments defined in the Regulations or (ii) the acquisition of United States
Treasury Certificates of Indebtedness, Notes and Bonds—State and Local Government Series
("SLGS" as defined in the Tax Compliance Certificate) which yield no more than the target

s restricted yield. These United States Treasury obligations are available through the Bureau of
Public Debt in Parkersburg, West Virginia.

For further information on market value requirement or investments, see the definition
of "Fair Market Value" in the Tax Compliance Certificate.

3 . B o n d F u n d a n d R e v e n u e F u n d .

(a) Moneys held in the Bond Fund and the Revenue Fund to pay debt service
directly or indirectly on the Bonds will constitute proceeds of the Bonds. Moneys in the
Bond Fund and the Revenue Fimd to pay debt service which will be depleted once a year
to pay debt service on the Bonds (except for a reasonable carryover amount not to exceed
the greater of one year's interest thereon or one-twelfth of annual debt service on the
Bonds) may be invested without regard to investment yield limitation. All other moneys
in such funds (i.e., moneys other than described in the preceding sentence) must be
invested at a yield not in excess of the yield on the Bonds, except as described in the
next paragraph.

(b) Certain net Revenues deposited in the Revenue Fund will not be used to
pay debt service on the Bonds but will be used to pay operation and maintenance
expenses and for other lawful purposes as determined by CLGFA and/or deposited in the
Deferred Costs Fund, the Escrow Account, the Expense Fund and the Replacement
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^ Reserve Fund. Such moneys are not expected to be used to pay debt service on the
Bonds and there is no guarantee that such moneys would be available to pay such debt
service in the event CLGFA encounters financial difficulty. Such moneys are not
Proceeds or Replacement Proceeds of the Bonds, are not subject to investment yield
limitation and are not subject to the rebate requirements applicable to the Bonds.

4 . R e s e r v e d .

5. Reserve Funds and Cashtrap Accounts. Amounts deposited in the Reserve Funds
and Cashtrap Accounts thereafter may be invested without regard to investment yield limitation
to the extent described in Sections 7 and 8 of the Tax Compliance Certificate. Amounts
deposited in the Reserve Fund greater than the limits described in Sections 7 and 8 shall be
invested at a yield not in excess of the Bond Yield.

6. Project Fund, Replacement Reserve Fund and the Rebate Fund.

(a) Original Proceeds of the Bonds deposited in the Project Fund and the
Capital Improvement Subaccount of the Replacement Reserve Fund established by the
Governing Instrument may be invested in obligations that bear a yield in excess of the
yield of the Bonds. The period of unrestricted investment of such Original Proceeds
shall end on the date which is five years from the Date of Issuance. After the period of
unrestricted yield, any such Original Proceeds of the Bonds remaining in the Project

^ Fund and the Capital Improvement Subaccount of the Replacement Reserve Fund may
not be invested in obligations that bear a yield in excess of one-eighth of one percent
(.125%) greater than the yield of the Bonds.

(b) Any interest earnings or investment gains realized from the investment of
moneys deposited in the Project Fund and the Capital Improvement Subaccount
established by the Governing Instrument may be reinvested pending disbursement in
obligations that bear a yield in excess of the yield of the Bonds. The period of
unrestricted investment of such earnings shall not exceed the longer of (i) a one-year
period beginning on the date of receipt of each amount of investment income, or (ii) a
period ending on the date which is five years from the Date of Issuance. After the
period of unrestricted investment, such interest earnings and investment gains may not
be invested in obligations that bear a yield in excess of one-eighth of one percent
(.125%) greater than the yield of the Bonds.

(c) CLGFA's moneys deposited in the Rebate Fund and the investments
thereon may be invested without regard to investment yield limitation and are not subject
to the Rebate Requirement of Section 13 of the Tax Compliance Certificate. Investment
Proceeds of the Bonds deposited in the Rebate Fund may be invested without regard to
investment yield limitation for a one-year period beginning on the date of receipt and
thereafter at a yield not in excess of the yield on the Bonds. Investment of such proceeds
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^ of the Bonds in the Rebate Fund are subject to the Rebate Requirement of Section 13 of
the Tax Compliance Certificate.

7. Rebate Requirement for Bonds.

(a) By the end of each and every fifth Bond Year for the Bonds and upon the
final maturity date of the Bonds or any earlier date of redemption of the Bonds in whole
(each such date a Computation Date), you must determine the Rebate Amount, if any,
to be paid to the United States of America. The first Computation Date is October 1,
2001 .

(b) § 148(f) of the Code requires the payment to the United States of America
of the Rebate Amount. Except as provided below, the Construction Fund, the Bond
Fund, the Reserve Fund, the Rebate Fund and all other funds or accounts treated as
containing Gross Proceeds, are subject to this rebate requirement.

(c) In accordance with the requirements set out in the Code and pursuant to
the Governing Instrument, CLGFA has created the Rebate Fund under the Governing
Instrument, and used as provided in this Section.

(i) On or before 25 days following each Computation Date, an amount
shall be deposited to the Rebate Fund so that the balance of the Rebate Fund shall
equal the aggregate Rebate Amount as of such determination date.

(ii) Amounts deposited in the Rebate Fund shall be invested in
accordance with the Investment Instructions.

(iii) All money at any time deposited in the Rebate Fund shall be held
for payment to the United States of America of the Rebate Amount.

(iv) For purposes of crediting amounts to the Rebate Fund or
withdrawing amounts from the Rebate Fund, Nonpurpose Investments shall be
valued in the manner provided in this Investment Instructions.

(d) In order to meet the rebate requirement of § 148(f) of the Code, CLGFA
agrees and covenants to take the following actions:

(i) For each Investment of amounts held with respect to the Bonds in
(A) the Bond Fund, (B) the Reserve Funds, (C) the Project Fund, (D) the Capital
Improvement Subaccount of the Replacement Reserve Fund, (E) the Cashtrap
Accounts and (F) the Rebate Fund, CLGFA shall record the purchase date of
such Investment, its purchase price, accrued interest due on its purchase date,
its face amount, its coupon rate, its Yield, the frequency of its interest payment,
its disposition price, accrued interest due on its disposition date and its
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disposition date. CLGFA shall determine the Fair Market Value for such
Investments and the Yield thereon as may be required by the Regulations. The
Yield for an Investment shall be calculated by using the method set forth in the
Regulations.

(ii) For each Computation Date specified in paragraph 7(a) above,
CLGFA shall compute the Yield on the Bonds as required by the Regulations
based on the definition of issue price contained in § 148(h) of the Code and the
Regulations. The Bonds constitute a fixed yield bonds, as defined in § 1.148-1
of the Regulations. Should a Recomputation Event occur, CLGFA should seek
advice of Bond Counsel or Rebate Analyst to recompute the Yield on the Bonds
as required by the Regulations based on the definitions of issue price contained
in § 148(h) of the Code using payments or prepayments of the principal of,
premium, if any, and interest on the Bonds required by the Regulations. For
purposes of this Investment Instruction, the initial offering price to the public
(not including bond houses and brokers, or similar persons or organizations
acting in the capacity of underwriters or wholesalers) at which a substantial
amount of the Bonds were sold is the Issue Price. Any reasonable amounts paid
by CLGFA for credit enhancement (including the Surety Bond for the Reserve
Fund) may generally be treated as interest on the Bonds for purposes of Yield
computation to the extent permitted by the Regulations.

(iii) Subject to the special rules set forth in paragraphs (iv) and (v)
below, CLGFA shall determine the amount of earnings received on all
Nonpurpose Investments described in paragraph (i) above, for each Computation
Date. In addition, where Nonpurpose Investments are retained by CLGFA after
retirement of the Bonds, any unrealized gains or losses as of the date of
retirement of the Bonds must be taken into account in calculating the earnings
on such Nonpurpose Investments to the extent required by the Regulations.

(iv) In determining the Rebate Amount computed pursuant to this
Section, (A) all earnings on any bona fide debt service fund (including the Bond
Fund) shall not be taken into account, (B) the Universal Cap applicable to the
Bonds pursuant to § 1. 148-6(b)(2) of the Regulations shall be taken into account,
(C) all Issuer elections and other choices set forth in the Tax Compliance
Certificate shall be taken into account and (D) all spending exceptions to rebate
met by CLGFA shall be taken into account.

(v) For each Computation Date specified in paragraph 7(a) above,
CLGFA shall calculate for each Investment described in paragraphs (i) and (iii)
above, an amount equal to the earnings which would have been received on such
Investment at an interest rate equal to the Yield on the Bonds as described in
paragraph (ii) above. The method of calculation shall follow that set forth in the
Regulations.
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(vi) For each Computation Date, CLGFA shall determine the amount
of earnings received on all Investments held in the Rebate Fund for the
Computation Date. The method of calculation shall follow that set forth in the
Regulations.

(vii) For each Computation Date, CLGFA shall calculate the Rebate
Amount, by any appropriate method to be described in the Code and Regulations
applicable or which becomes applicable to the Bonds. The determination of the
Rebate Amount shall account for the amount (to be rounded down to the nearest
multiple of $100) equal to the sum of all amounts determined in paragraph (iii),
all amounts determined in paragraphs (v) and (vi), and less any amount which
has previously been paid to the United States of America.

(viii) If the Rebate Amount exceeds the amount on deposit in the Rebate
Fund, CLGFA shall immediately deposit such amount into the Rebate Fund.

8. Payment to United States of America.

(a) Not later than sixty (60) days after each Installment Computation Date (or
such longer period as may be permitted by the Regulations), CLGFA shall pay to the
United States of America an amount that, when added to the Future Value as of such
Computation Date of previous rebate payments made for the Bonds, equals at least ninety
percent (90%) of the Rebate Amount required to be on deposit in the Rebate Fund as of
such payment date. No later than sixty (60) days after the Final Computation Date,
CLGFA shall pay to the United States an amount that, when added to the Future Value
as of such Computation Date of previous rebate payments made for the Bonds, equals
at least one hundred percent (100%) of the balance remaining in the Rebate Fund.

(b) CLGFA shall mail each payment of an installment to the Internal Revenue
Service Center, Philadelphia, Pennsylvania 19255. Each payment shall be accompanied
by Internal Revenue Form 8038-T, and, if necessary, a statement summarizing the
determination of the Rebate Amount. No form need be filed if the required rebate
payment is $-0-.

(c) If on any Computation Date, the aggregate amount earned on Nonpurpose
Investments in which the Gross Proceeds of the Bonds are invested is less than the
amount that would have been earned if the obligations had been invested at a rate equal
to the Yield on the Bonds, such deficit may be withdrawn from the Rebate Fund.
CLGFA may direct that any overpayment of rebate may be recovered fi"om any Rebate
Amount previously paid to the United States of America pursuant to § 1.148-3(i) of the
Regulations.

(d) CLGFA shall also pay any penalty or interest on underpayments of Rebate
Amount not paid in a timely manner pursuant to the Code and the Regulations.
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^ 9. Recordkeeping. In connection with the rebate requirement, CLGFA shall
maintain the following records:

(a) CLGFA shall record all amounts paid to the United States of America.

(b) CLGFA shall retain records of the rebate calculations until six years after
the retirement of the last obligation of the Bonds,

10. Rebate Analyst.

(a) CLGFA may appoint a Rebate Analyst and any successor Rebate Analyst
for the Bonds, subject to the conditions set forth in this Section. The Rebate Analyst and
each successor Rebate Analyst shall signify its acceptance of the duties imposed upon it
hereunder by a written instrument of acceptance delivered to CLGFA under which such
Rebate Analyst will agree to discharge its duties pursuant to this Investment Instructions
and the Tax Compliance Certificate in a manner consistent with prudent industry
practice.

(b) The Rebate Analyst may at any time resign and be discharged of the duties
and obligations by giving notice to CLGFA. The Rebate Analyst may be removed at any
time by an instrument signed by CLGFA. CLGFA may, upon the resignation or removal
of the Rebate Analyst, appoint a successor Rebate Analyst.

, / i ^ \

(c) Each successor Rebate Analyst shall be either a firm of independent
accountants or Bond Counsel or another entity experienced in calculating rebate payments
required by § 148(f) of the Code.

(d) In order to provide for the administration of the matters pertaining to
arbitrage rebate calculations set forth herein and in the Tax Compliance Certificate,
CLGFA may provide for the employment of the Rebate Analyst on or prior to May 31,
2001. The charges and fees for such Rebate Analyst shall be paid by CLGFA upon
presentation of an invoice for services rendered in connection therewith.

11. Yield Reduction Payments. CLGFA may instruct the Rebate Analyst to compute
any Yield Reduction Payments for eligible Investments defined in the Regulations; shall provide
for payment of one hundred percent (100%) of any Yield Reduction Payments to the United
States no later than the dates described in Section 8 hereof and shall keep records of the
determination of any such Yield Reduction Payments for the period described in Section 9
hereof .
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12. Change in Law. These Instructions are based on law in effect as of this date, and
we undertake no obligation to monitor or update the status of these Instructions. Statutory or
regulatory changes, including but not limited to clarifying Regulations, may affect these
Instruct ions.

Very truly yours,

K U T A K R O C K

By
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E X H I B I T C - 1

F O R M O F D E A L E R C E R T I F I C A T I O N O F B O N A F I D E
B E D P R I C E O F A C E R T I F I C AT E O F D E P O S I T

I, [Name], [Position] of [Entity Providing the Certification] (the "Dealer") HEREBY

CERTIFY that the Dealer maintains an active secondary market in certificates of deposit of a

type similar to that [sold/purchased] by the Dealer on behalf of California Local Government

Finance Authority ("CLGFA"), and that the price at which the certificate of deposit was [sold

to/purchased from] CLGFA is the bona fide bid price quoted by the Dealer in an active

secondary market maintained by the Dealer in such certificates of deposit.

IN WITNESS WHEREOF, I have hereunto set my hand this day of 19_.

By
Tit le:
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E X H I B I T C - 2

F O R M O F D E A L E R C E R T I F I C A T I O N F O R A
C E R T I F I C A T E O F D E P O S I T F O R W H I C H

N O A C T I V E S E C O N D A R Y M A R K E T E X I S T S

I, [Name], [Position], of [Entity Providing Certificate] (the "Dealer") HEREBY

CERTIFY that there is no active secondary market in certificates of deposit of the type [sold/

purchased] on behalf of the California Local Government Finance Authority [to/from] the Dealer

(the "Certificate of Deposit"); that the yield on the Certificate of Deposit is as high or higher

than the yield on comparable obligations traded on an active secondary market, and as high or

higher than the yield available on reasonably comparable direct obligations offered by the United

States Treasury; that the Dealer maintains an active secondary market in comparable certificates

of deposit, and that this Certification is based on actual trades adjusted to reflect the size and

term of the Certificate of Deposit and the stability and reputation of the person issuing it.

IN WITNESS WHEREOF, I have hereunto set my hand this day of

19_.

By
Tit le;
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E X H I B I T C - 3

F O R M O F P R O V I D E R C E R T I F I C A T I O N
F O R A C E R T I F I C AT E O F D E P O S I T

I, [Name], [Position], of [Entity Providing the Certificate of Deposit] (the "Provider")

HEREBY CERTIFY that the yield on the Certificate of Deposit entered into on [DATE] is not

less than the highest yield that the Provider publishes or posts for comparable collateralized

certificates of deposit offered to the public (including other state and local governmental units).

The yield on the Certificate of Deposit is equal to % and the yield on the comparable

direct obligation offered by the United States Treasury is equal to %.

IN WITNESS WHEREOF, I have hereunto set my hand this day of

19_.

By
Tit le:
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E X H I B I T C - 4

F O R M O F P R O V I D E R C E R T I F I C A T I O N
F O R A N I N V E S T M E N T C O N T R A C T

I, [Name], [Position], of [Entity Providing Investment Contract] (the "Provider")

HEREBY CERTIFY in connection with the Investment Contract between [NAME] and the

Provider dated as of [DATE] (the "Investment Contract") that the yield on the Investment

Contract is at least equal to the yield offered on reasonably comparable investment contracts

offered to other persons, if any, from a source of funds other than gross proceeds of an issue

of tax-exempt bonds and that the amount of administrative costs that are reasonably expected to

be paid by the Provider to third parties in connection with the Investment Contract is

$ . For purposes of this certification, administrative costs include all brokerage or
/ - u s ,

selling commissions paid by the Provider to third parties in connection with the Investment

Contract, legal or accounting fees. Investment advisory fees, recordkeeping, safekeeping,

custody and other similar costs or expenses.

IN WITNESS WHEREOF, I have hereunto set my hand this day of

19_.

By
Tit le:
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E X H I B I T C - 5

F O R M O F T H E C E R T I F I C A T I O N F O R A
C E R T I F I C A T E O F D E P O S I T I N V O L V I N G T H R E E B I D S

I , , E x e c u t i v e D i r e c t o r, o f t h e C a l i f o r n i a L o c a l G o v e r n m e n t

Finance Authority ("CLGFA"), HEREBY CERTIFY in connection with the certificates of

deposit of the type purchased by CLGFA that such purchase was made pursuant to the

, adopted by CLGFA, after receipt of

at least three bids and that the certificates of deposit were purchased from the highest bidder in

an arm's-length transaction without regard to yield.
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IN WITNESS WHEREOF, I have hereunto set my hand this day of 11/

1997.

[Signature Page to Exhibit C-5 of Tax Compliance Certificate]
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E X H I B I T C - 6

F O R M O F T H E C E R T I F I C A T I O N F O R A N
I N V E S T M E N T C O N T R A C T I N V O L V I N G T H R E E B I D S

I , , E x e c u t i v e D i r e c t o r, o f t h e C a l i f o r n i a L o c a l G o v e m m e n t

Finance Authority ("CLGFA"), HEREBY CERTIFY in connection with the Investment contract

b e t w e e n C L G F A a n d ( t h e " P r o v i d e r " ) d a t e d a s o f

(the "Investment Contract") that (i) at least three bids on the Investment

Contract were received from persons other than those with a material financial interest in the

, (ii) the yield on the Investment Contract

purchased is at least equal to the yield offered under the highest bid received from an

uninterested party, (iii) the price of the Investment Contract takes into account as a significant

factor CLGFA's expected drawdown for the funds to be invested (other than float funds or

reasonably required reserve or replacement funds) and (iv) any collateral security requirements

for the Investment Contract are reasonable.
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IN WITNESS WHEREOF, I have hereunto set my hand this day of

1997.

By
Execut ive Di rector

[Signature Page to Exhibit C-6 of Tax Compliance Certificate]

Q
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E X H I B I T D

R E I M B U R S E M E N T R E S O L U T I O N

N o n e
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E X H I B I T E

DESCRIPTION OF PROJECT AND EXPENDITURE OF PROCEEDS

B R E A K D O W N :

E q u i p m e n t $ 1 1 0 , 0 0 0 5 y e a r s

B u i l d i n g 4 0 0 , 0 0 0 4 0 y e a r s

L a n d I m p r o v e m e n t s 3 , 0 0 0 , 0 0 0 2 0 y e a r s
[includes pads, roads, sewers, etc.]

L a n d 1 1 . 8 4 0 . 0 0 0 3 0 y e a r s

P u r c h a s e P r i c e $ 1 5 , 3 5 0 , 0 0 0 2 8 . 1 2 y e a r s
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E X H I B I T F

C E R T I F I C AT E O F O W N E R

$15,4SS,000
SEmOR REVENUE BONDS, SERIES 1997A

OIASIN VAI.LEV MOBILE COUNTRY CLUB PARK
ACQUISmON PROJECT)

ISSUED PGR THE BENEFIT OF THE
NOVATO FINANCING AUTHORnY (CALIFORNIA)

FA C XL ITATED BY THE
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E

A X T T H O R i r y

$1,585,000
SUBORDINATE REVENUE BONDS, SERIES 1997B

G^IARIN VALLEY MOBILE COUNTRY CLUB FARE
ACQUISmON PROJECO

TSstJEiLy FOR TFUr BENEFTT OF TEDS
NOVATO FINANCING AUTHORITY (CALIFORNIA)

F A C I L I T A I E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E

A U T H O R n Y

Die undersigned, on behalf of the Novato Finawing Authority (the 'Owner"), has
reviewed die accompanying Tax Conqiliance Certificate of the California Local Government
Finance Authority, hereby acknowledges and confirms the accuracy of the iqiresaitations
contained ibeiein, and agrees to be bound to the lequiiemcnts set forth therein to the extent
applicable.

The undersigned understands that this Certificate shall form a part of the basis for the
opinion, dated die date hereof, of Kutak Rock, as Bond Counsel, to the effect that interest on
the Bonds is not includible in the gross income of the recipients thereof for purposes of federal
income taxation under existfng laws, regulations, rulings and judicial decisions.

IN WITNESS WHEREOF, the undersigned has set his hand as of die day of
March. 1997.

N O VAT O F I N A N C I N G A U T H O R I T Y
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OM3 No. 1S45-0720
Information Return for Tax-Exempt Govemmental Obligations

Under InUmai B«>rsnt>o Code section l^e)
. See separata Inst ruct ions.

ymyp,v*iv« I (iHoie: Use Form es33-CCif pnce is underSICC.COO.)
R e p o r t i n g A L r t h c r i t y I f A m e n d e d R e t u r n , c h e c k h e r a > • ~ n

I s s u e r ' s n a m e ^ 2 I s s u e r ' s e m p l o y e r I d e n t i fi c a t i o n n u m b e r
California Local Government Finance Authority ! 68 « 0326505

3 Number and stieet (or P.O. box if mail is not dslivered ts steet address) Rocnv'suhe 4 Report number
1 0 2 0 1 2 t h S t r e e t 2 0 0 A G 1 9 9 7 - 1

5 C i r / . t c i v n , o r p e s t c f n c e , s t a t e , a n d 2 ? c o d e 6 D a t e o f i s s u e
S a c r a m e n t o , C a l i f o r n i a 9 5 8 1 4 3 / 1 3 / 9 7

7 Na-me of issue Senior Revenue Bonds, Series 1997A and Subordinate Revenue ® CUSI? number
Bonds, Series 1997B (Marin Vallev Mobile Countrv Club Park Arnin'g-iMrJn 130667BF4

: of Issue (check applicable box(es) and enter the issue price) Project)
3 □ E d u c a t ' o n ( c t a c h s c h e d u l e - s e e i n s t a i c t l o n s ) ' » I S

zr'ca s: rr^Irfr/
(«)

V/ei*gh:?d
fiv-r3ga rr^r j . '^ /

3 □ Hea.'di and hcspftal (attach schedule-see instr^ctxa-s) ,r - ■ , . . _1
1 I I i r a n s p c f i s i i O n . . , . . . . . . . . . . . . . . • * * * \ *
2 □ P u b l i c s a f e t y V ^ - 1
3 □ E n v i r c n m e r . t i n c l u d i n g s e w a g e b e n d s ) • . . . - 1
T b c J } n o u s « n g . . . . . . . . . . . . . . . . . . . . . . . f ' r ' . . . . ^
5 □ U t i l i t i e s - 1
3 □ O t h e r . D e s s - i c e ( s e e I n s t r j c d c n s ) k - ^• if oblicatlcns zrs tax cr other revenue anticipat'cn bcrds, check box >- □ ^
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Line 14— The proceeds of the Bonds were lent to the Novato
Financing Authority, c/o Redevelopment Agency of the
City of Novato, 900 Sherman Avenue, Novato, California
94945; Employer Identification Number: [Applied For].
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This Plan of Inquiry is adopted by the California Local Government Finance Authority
(the "CLGFA") to assist the CLGFA in pursuing its inquiry in connection with facilitation of a
finanring transaction (the "Transaction") for the Novato (California) Financing Authority (the
"Novato Authority") involving the sale of Senior Revenue Bonds, Series 1997A (the "Senior
Bonds") and Subordinate Revenue Bonds, Series 1997B (the "Subordinate Bonds"). The proceeds
of sale of the Bonds are to be used primarily for the acquisition by the Novato Authority of the
Marin Valley Mobile Country Club Park (the "Park") through a loan (the "Loan") to be repaid by
the Novato Authority and the Park Acquisition Corporation of the Marin Valley Mobile Country
Club Park (the "PAC") to be managed by Park residents overseeing Park operations carried out by
Storz Management Company ("Storz"), as professional managers of the Park. Certain capitalized
terms used herein are de&ed in note 1.'

The payment of debt service on the Senior Bonds is to be secured by a first lien mortgage
and a gross pledge (before Park operation and maintenance costs) of Park revenues and is to be
insured by Financial Security Assurance as the Credit Enhancer. Due to the issuance of the Credit
Enhancer's insurance policy, the Senior Bonds are to be rated "AAA by Standard & Poor s
Ratings Group ("S&P") and "Aaa" by Moody's Investors Service ("Moody's").

In addition, the underlying Project/program credit is to be rated by S&P and Moody's at
not lower than "A-" and "A3," respectively.

The payment of debt service on the Subordinate Bonds is to be secured by a net pledge of
Park revenues (after payment of debt service on the Senior Bonds and Park operations and
maintenance costs and ongoing costs associated with the Bonds), and is to be further secured by a
pledge of $130,000 annually of the Redevelopment Agency of the City of Novato (the "Novato

* Reference is made herein collectively to the Senior Bonds and the Subordinate Bonds as the "Bonds." Reference is made herein to the
present owners of the Park as the "Present Park Owners." Reference is made herein to Stoiz, which is to serve as the professional
management for the Park, as the "Park Management," and to Financial Security Assurance as the "Credit Enĥcer." Coll̂ ve reference
is made herein to the Park, the PAC, the Present Park Owners and the Park Management as the "Park Parties." Collective reference is
made herein to the Offering Statement (the "Offering Statement") and the Private Placement Memorandum (the "Private Placemrat
Memorandum") used in the offering and sale of the Senior Bonds and the Subordinate Bonds, respectively, as the "Offering Documents."
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Redevelopment Agency") housing set-aside funds. The Subordinate Bonds are to be nonrated, and
are to be purchased by The Benham Group (the "Subordinate Bond Purchaser"), which is to
provide an investment letter described herein to the effect that it is a sophisticated investor, buying
the Subordinate Bonds for its own account, and not relying to any extent whatsoever on the
CLGFA or its financial advisor, American Government Financial Services Company (the "CLGFA
Financial Advisor"), for information in connection with the Transaction.

The CLGFA is to be indemnified for and secured against any and all costs and liabilities
that it may incur at any time in connection with the Transaction from any and all City of Novato
Redevelopment Agency housing set-aside funds and Park revenues after payment of debt service on
the Bonds and Park operations and maintenance costs.

The CLGFA hereby makes the following determinations, among others, regarding the
Transac t ion :

1. The CLGFA is facilitating the Transaction to assist the Novato Authority in obtaining
funding for the acquisition of the Park from the Present Park Owners in order to provide
affordable housing to the park residents and to provide affordable housing opportunities to
persons and families of low and moderate income within the City of Novato.

The sole credit for the payment of debt service on the Bonds is to be provided by and
through the Novato Authority's Park revenues, the Novato Redevelopment Agency in the
case of the Subordinate Bonds and the Credit Enhancer in the case of the Senior Bonds,
and the CLGFA shall not be obligated in any respect whatsoever, directly or indirectly, to
make any payments with respect to such debt service, except to pay over amounts, if any,
received from those sources.

3. The CLGFA's credit or financial interests are not to be pledged or implicated in the
Transaction in any manner whatsoever, directly or indirectly. This Plan of Inquiry is
intended to meet that goal by (i) enumerating steps to assure that no such direct or indirect
pledge by the CLGFA is present in or implied by the Transaction; (ii) assuring that the
CLGFA has made all reasonable inquiry that may be required of it imder the federal and
state securities laws; and (iii) and assisting the CLGFA in avoiding any other potential, but
unanticipated, indirect financial implications that may be present for the CLGFA in
connection with the Transaction.

4. Based on representations received by the CLGFA from the Novato Authority, the Novato
Redevelopment Agency and the Park Parties, the Novato Authority's acquisition of the
Park will serve a public purpose and will benefit the residents of the City of Novato, and
the Transaction is an appropriate means of furthering that public purpose.

2 .
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This Plan of Inquiry is intended to assist the CLGFA by providing a road map toward
satisfaction of reasonable CLGFA responsibilities that may be asserted with respect to disclosures
made to investors in the Transaction and to document the care exercised by the CLGFA in making
inquiry regarding those disclosures and the Transaction as a whole. The CLGFA's inquiry efforts
are to be directed toward satisfaction of all federal and state securities laws in a careful,
conservative and reasonable manner. The disclosures of the Park Parties, the Novato Authority, the
Novato Redevelopment Agency, the Credit Enhancer, any investment provider and any other party
are their respective responsibilities, and not those of the CLGFA in the absence of significant
contrary notice.

In recent years, the application of the federal securities laws to municipal securities
transactions has been expanding. The Securities and Exchange Commission (the "SEC" or
"Commission") has asserted that "issuers" of municipal securities are "primarily" responsible for
disclosures in their offerings. For example, the SEC stated in its Release No. 34-26985 that:

[Tlssuers are primarily responsible for the content of their disclosure documents and may be held
liable under the federal securities laws for misleading disclosure.... Because they are ultimately
liable for the content of their disclosure, issuers should insist that any persons retained to assist in
the preparation of their disclosure documents have a professional understanding of the disclosure
requirements under the federal securities laws.

This view was recently underscored by SEC staff assertions as follows:

The Commission has pointed out for a long time that issuers are primarily responsible for
disclosure. No one knows better than the issuer where the closets are, or what skeletons may be in
the closets. No professional mind can read as to where they may be. [Emphasis added.]

These assertions are made principally with relation to two legal provisions: SEC Rule 10b-
5 and Section 17(a) of the Securities Act of 1933. The language of the two provisions is similar.
Rule lOb-5 was adopted by the Commission under Section 10(b) of the Securities Exchange Act of
1934. Section 10(b), directed specifically at fi-aud, provides:

It shall be unlawful for any person, directly or indirectly, by the use of any means or
instrumentality of interstate commerce or of the mails, or of any facility of any national securities
exchange—...

(b) To use or employ, in connection with the purchase or sale of any security registered
on a national securities exchange or any security not so registered, any manipulative or
deceptive device or contrivance in contravention of such rules and regulations as the
Commission may prescribe as necessary or appropriate in the public interest or for the
protection of investors.

Rule lOb-5 provides:

It shall be unlawful for any person, directly or indirectly, by the use of any means or
instrumentality of interstate commerce, or of the mails, or of any facility of any national securities
exchange.
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(a) to employ any device, scheme, or artifice to defraud,

(b) to make any untrue statement of a material fact or to omit to state a material fact
necessary in order to make the statements made, in the light of the circumstances under
which they were made, not misleading, or

(c) to engage in any act, practice, or course of business which operates or would operate
as a fraud or deceit upon any person,

in connection with the purchase or sale of any security.

In 1989, the SEC adopted its Rule 15c2-12, among other things, to prohibit investment
banking firms from underwriting most issues of municipal securities unless the "issuers" have
provided disclosure documents. The "issuer" concept in Rule 15c2-12 is sufficiently broad to
recognize the presence in a state or local government finance transaction of multiple "issuers,"
particularly in the context of conduit financings. In 1994, in Release No. 34-33741, the
Commission stated its views to the effect that issuers also have continuing disclosure
responsibilities. In 1995, Rule 15c2-12 was extended by the Commission to require underwriters
also to obtain undertakings from issuers and other "obligated persons" to make continuing
disclosure for the lives of their securities issues. Again, under Rule 15c2-12, there may be multiple
"obligated persons" present in a transaction.

In 1996, the SEC set forth certain views as to the responsibilities of issuer officials in its
Report on the Orange County Supervisors. In the Report, the SEC indicated that governmental
officials authorizing and approving a disclosure document are required to see that disclosure is
made of material information of which they are aware or should be aware. The SEC stated:

Based on the Supervisors' significant knowledge relating to the County's finances, they should
have understood the materiality of that information to the County's ability to repay the municipal
securities. The Supervisors therefore had a duty to take steps appropriate under the circumstances
to assure accurate disclosure was made to investors regarding this material information. The
Supervisors, however, failed to take appropriate steps. For example, while the Supervisors
believed that they could rely on the County's officials, employees or other agents with respect to
these offerings, they never questioned these officials, employees or other agents regarding the
disclosure of this information: nor did they become familiar with the disclosure regarding the
County's financial condition. Had they taken such or similar steps, it should have been apparent
to each Supervisor, in light of his or her knowledge, that the disclosure regarding the County's
fmancial condition may have been materially false or misleading.

Consequently, the Supervisors failed to assure appropriate disclosure of these matters ̂
authorizing and avprovinz the dissemination of misleading disclosure documents. This failure
denied investors the fair and accurate disclosure required under the federal securities laws.̂

This Plan of Inquiry seeks to implement the SEC's views. Among other steps, this Plan of
Inquiry effectuates the SEC's admonitions in part by placing responsibility for authorizing and
approving the dissemination of the Offering Documents on the Novato Authority and the Park
Parties, and the Credit Enhancer as to the Credit Enhancer's information in the case of the Senior

^ SEC, Securities Exchange Act of 1934 Rel. No. 36761, REPORT OF INVESTIGATION IN THE MATTER OF COUNTY OF ORANGE,
California as it Relates to the Conduct of the Members of the Board of Supervisors (Jan. 24, 1996). [Emphasis
added]
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Bonds and the Novato Redevelopment Agency as to its information in the case of the Subordinate
Bonds (except as to brief CLGFA information to be contained in an appendix to each of the
Offering Documents). Neither the CLGFA nor any of its officials or the CLGFA Financial Advisor
shall approve or authorize the dissemination of the Offering Documents.

As additional care, this Plan provides for (i) careful and thorough review of the Offering
Documents by Qualified Professionals, as defined herein, with extensive knowledge of and
experience wiA federal and state securities law application to transactions in mimicipal securities,
followed by written reports and opinions thereon, as may be appropriate, to the CLGFA prepared
by some or all of such Qualified Professionals; and (ii) careful review of Transaction
documentation and full opportunity for questions by key CLGFA officials of the Novato Authority
and the Park Parties, so that the CLGFA officials are able to gain necessary assurances as to
disclosure of material information of which they are or should be aware.

Applicable Standards of Care

This Plan of Inquiry is directed toward satisfaction of the most rigorous federal securities
law standards that could be asserted against the CLGFA and its officials. The applicable standards
under the federal securities laws for imposition of remedies through SEC action are twofold. First,
under Rule lOb-5, available both to the SEC and investors, the test is one of "recklessness." Rule
lOb-5 is enforceable by both the SEC and investors in private actions. This has been defined in
rather extreme terms by the federal courts of appeal, such as the Ninth Circuit, which defined the
concept as:

[A] higMy unreasonable omission, involving not merely simple, or even inexcxisable negligence,
but an extreme departure from the standards of ordinary care, and which presents a danger of
misleading buyers or sellers that is either known to the defendant or is so obvious that the actor
must have been aware of it.'

Under portions of Section 17(a) of the Securities Act of 1933, which is enforceable by the
SEC (but not investors), a negligence test is applied.'̂  There are at least two possible negligence
tests. One such test is fi-amed in terms of the care that would be exercised by a reasonable person
under the circumstances. The second is a stricter test firamed in terms of the care that would be
exercised by a reasonable person in the management of that person's own affairs. There does not
appear to be a definitive statement as to which test should be applied.

As a practical matter, this may be irrelevant due to the negligence tests present in the
securities laws of the vast majority of states. A public issuer may be confronted with the
application of a multitude of state laws to sales of its securities to investors in multiple
jurisdictions. This is because, as a general rule, a state's securities laws apply to offers and sales of
securities within that state. In any case, even if a single state's law is to be applied in the interest of
uniformity, a public issuer may not be able to determine in advance which state's laws will apply.

' HoUinger v. Titan Capital Corp., 914 F.2d 1564, 1569 (quoting Sundstrand Corp. v. Sun Chem. Corp., 553 F.2d 1033, 1045 (7"'
/"•N Cir.), cert, denied, 434 U.S. 875 (1977). [Enq)hasis added.]

" SEC V. Aaron, 446 U.S. 680 (1980).
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In the interest of safety, it should be assmned that a strict negligence test will be applied to the
Tr a n s a c t i o n .

While the applicable test that would be applied in investor litigation or that is most likely
to result in SEC enforcement action, i.e., recklessness, is framed in terms of the "standards of
ordinary care," the SEC has not informed the municipal securities market what "standards of
ordinary care" are to be followed. That is, it is unclear whether the CLGFA may look to general
practices in the municipal securities market or must look also to practices in the corporate or
broader securities markets in determining what it should do.

From its actions in Orange County, in which the SEC criticized the Supervisors for relying
on staff and municipal bond professionals' recommendations, a common practice for local
governments, it appears that the SEC is looking to the broader context in the financial markets for
the "standards of ordinary care" it is now appljdng to municipal finance transactions. Thus, under
present conditions, governmental issuers appear to be well-advised not to rely simply on the
practices followed by their local government counterparts in carrying out their functions. In the
case of the CLGFA, to be conservative, given the absence of guidance by the SEC, the practices of
corporate and other securities issuers shall also be taken into accoimt, even if those practices were
developed by corporate securities issuers imder other and stricter legal standards that are
inapplicable to the CLGFA.

Such application by the SEC has not been tested in court. Nevertheless, it will be followed
in the Transaction, so that the CLGFA and its officials will make necessary inquiry, and
furthermore will take reasonable action to assure that skilled professionals, with a professional
understanding of the disclosure requirements of the securities laws, do so, as well.

In summary, this Plan of Inquiry is intended to assure satisfaction by the CLGFA of the
stricter of the negligence tests, so that no reasonable questions can be raised as to the CLGFA's
actions under any of the potentially applicable negligence or recklessness standards. This Plan is
not directed toward any challenge of SEC application, but rather to avoid circumstances that may
necessitate such a challenge.

The " I ssue r " and "Ob l i ga tedPe rson " Concep ts

The CLGFA is serving as a conduit for a financing for the Novato Authority and the Park
Parties. Under its Rule 15c2-12, the SEC recognized that, in a conduit financing, the credit of the
governmental entity in CLGFA's position generally is not involved. Accordingly, the Commission
devised a definition of an "issuer of municipal securities," as follows

The teim "issuer of municipal securities" means the governmental issuer specified in section
3(aX29) of the Act and the issuer of any separate security....

The proceeds of sale of the Bonds (other than proceeds spent for Transaction costs) are to
be loaned through the Loan to the Novato Authority to enable the Novato Authority to pay the
costs of acquisition of the Park. The Novato Authority's payment of principal of mid interest on the
Loan from Park revenues, in part through a delegation of certain management responsibilities to
the PAC, and certain Novato Redevelopment Agency funds is to provide the amounts necessary to
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pay debt service on the Bonds. These payment obligations of the Novato Authority (acting in part
through the PAC) and the Novato Redevelopment Agency are "separate securities."

Thus, the Novato Authority and the Novato Redevelopment Agency, as the issuers of
separate securities are appropriately viewed as "issuers" under SEC Rule 15c2-12. Moreover,
putting aside for the present the credit role of the Credit Enhancer, the Novato Authority (acting in
part through the PAC) and the Novato Redevelopment Agency are the primary credits in the
Transaction because their funds, not the CLGFA's, are pledged to the payment of debt service on
the Bonds. This means that the underwriters are able to and shall look to the Novato Authority, the
Novato Redevelopment Agency, the PAC, the Credit Enhancer and investment providers for the
credit-related disclosures in the Offering Documents. Consequently, the Novato Authority, the
Novato Redevelopment Agency, the Park Parties and the Credit Enhancer are appropriately viewed
as the central elements of the disclosure effort in the Transaction and the manner in which the
Transaction will be best presented to the market and investors. In the words of SEC staff, there
will be no CLGFA "closets" or "skeletons" relevant to disclosures in the Transaction in any way.

The Novato Authority, the Novato Redevelopment Agency, the Park Parties and the Credit
Enhancer are also appropriately viewed as the central elements of the relevant representations,
agreements and certifications relating to the Offering Documents (other than brief CLGFA
information), whether under Rule 15c2-12, the Bond Purchase Agreement or otherwise.

For continuing disclosure purposes, a similar concept comes into play under Rule 15c2-12.
In this instance, the focus is on "obligated persons," defined by the SEC as follows:

The term "obligated person" means any person, including an issuer of municipal securities, who
is either generally or through an enterprise, fund, or account of such person committed by contract
or other arrangement to support payment of all, or part of the obligations on the municipal
securities to be sold in the Offering (other than providers of municipal bond insurance, letters of
credit, or other liquidity facilities).

As in the case of the initial issuance of the Bonds, the Novato Authority's, the Novato
Redevelopment Agency's and the PAC's central roles are to be evidenced by the execution of a
continuing disclosure agreement. The CLGFA's responsibility for continuing disclosure regarding
the Transaction is vastly reduced, and perhaps completely eliminated, since the CLGFA will not
directly "support payment of all, or part of the obligations." At most, the CLGFA will assign to the
Trustee the right to receive payments from the Novato Authority (in part acting through the PAC)
and the Novato Redevelopment Agencyand, in a technical sense, may authorize maintenance
through the Trustee of certain funds and accounts under the Trust Agreement. This may or may not
be sufficient for the CLGFA to be regarded as an "obligated person" imder SEC Rule 15c2-12, but
it is no more than a technical status. The inflexibility of the SEC's Rule may require nevertheless
that the CLGFA's financial statements be filed annually with the Nationally-Recognized Municipal
Securities Information Repositories, even though those financial statements are irrelevant and
immaterial to the credit support for the Transaction. The advice and a written opinion of Bond
Counsel shall be received on this subject.
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Genera l Tenor o f the Transact ion

The Transaction is to be an offering of Bonds payable through the Novato Authority's
obligations (in part acting through the PAC) to repay the Loan from Park revenues and, in the case
of the Senior Bonds, insurance payments by the Credit Enhancer, and in the case of the
Subordinate Bonds, housing set-aside funds pledged by the Novato Redevelopment Agency.
Substantively, the information that is relevant for disclosure to investors will be information of the
Novato Authority, the Novato Redevelopment Agency, the Park Parties and the Credit Enhancer.

The appropriate roles and responsibilities of governmental entities, such as the CLGFA,
facilitating conduit offerings for other borrowers, usually private parties, has been the subject of
some degree of examination by authorities in the field. The SEC itself has recognized that whether
an obligation is a private activity obligation can affect the nature of an imderwriter's inquiry
regarding an issue.̂  Practitioners have been more specific. Sections and Committees of the
National Association of Bond Lawyers and American Bar Association stated recently that:

In connection with the issuance of conduit obligations, the focus of the inquiries shifts
appropriately from the [governmental] issuer to the private borrower whose credit is actually the
source of repayment for the obligations.®

The Government Finance Officers Association, representing the state and local government
finance officials across the nation, framed an even stronger statement in making recommendations
for disclosure in conduit offerings:

Normally, in offerings involving separate conduit securities, a govenunental issuer need provide
only limited disclosure, such as the identity of the governmental issuer, its role in the transaction,
and its authority. ...

The information in this section should be provided in an offering of securities of a conduit
issuer, the information should be the responsibility of the conduit [borrower], and not of the
governmental issuer.'

The Association then recommends that the governmental entity facilitating the transaction, such as
the CLGFA, receive assurances from the substantive parties, such as the Novato Authority, the
Novato Redevelopment Agency and the Park Parties, as to materially accurate and complete
disclosures in the Offering Documents and the conduit borrower's provision of continuing
disclosures.* ®

' SEC Release 34-26100 44-62,53 F.R. at 37787-91 (SepL 22,1988).

' American Bar Association and National Association of Bond Lawyers, DISCLOSURE ROLES OF COUNSEL IN STATE AND LOCAL
Government Securities Offerings at 84 (2d ed. 1994).

' Government Finance OflScers Association, DISCLOSURE GUIDELINES FOR STATE AND AUTHORITy SECURITIES AT SECTIONS VI
AND X (1991).

' Id. at Procedural Statement No. 11.

9 In addition, in terms of guidance for practitioners, the following analysis was written almost ten years ago as to private borrowers in
conduit financings:
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In summary, given the foregoing, three important themes are emphasized in this Plan of
Inquiry. First, the substantive disclosures and disclosure documents in the Transaction shall not be
the CLGFA's, but rather the Novato Authority's, the Novato Redevelopment Agency's, the Park
Parties' and the Credit Enhancer's. The CLGFA shall not authorize or approve those disclosures
or their dissemination or act formally in any way upon those disclosures. Second, even though
those disclosures shall not be the CLGFA's, given the absence of definition from the SEC as to
what the CLGFA should do, the CLGFA shall receive full comfort as if those disclosures may be
the basis for a CLGFA responsibility to make inquiry. Therefore, the CLGFA shall rely upon
Qualified Professionals for such inquiry to the extent reasonable, as discussed below. Third, the
CLGFA shall, through its officials as discussed herein, carefully review the Novato Authority's
Offering Documents to see that there is disclosure of all material information of which the CLGFA
or its officials are aware or should be aware. This three-pronged approach is designed to place the
CLGFA in a position in which it shall have satisfied every admonition that has been given to it by
securities regulatory authorities.

Re l iance upon Pro fess iona ls

The CLGFA shall rely reasonably upon professionals in the Transaction, including both
municipal bond professionals and other experts in specific fields. According to a key SEC staff
member, the CLGFA is entitled to rely on professional experts. He stated:

Of course you can rely on experts, lawyers, and financial advisors—just as officials of public
companies do. That reliance, however, must be reasonable. What is the standard? The Orange
County report says the following:

"In authorizing the issuance of securities and related disclosure documents, a public official may
not authorize disclosure that the official knows to be false; nor may a public official authorize
disclosure while recklessly disregarding facts that indicate that there is a risk that the disclosure
may be misleading."'"

This is, of course, a circular statement that attempts to define the standards of ordinary
care by reference to the recklessness concept, which is based on the standards of ordinary care.
What stands out are the references to (i) the authorization of disclosure documents (which the
CLGFA shall not do in the Transaction, other than authorizing use of its own brief appendix); and
(ii) circumstances in which public companies place reliance on experts ("just as officials of public
companies do").

The private entity in most conduit offerings ... would appear to be the practical party in interest From that
standpoint, the private entity should assume, under normal circumstances, that it has the responsibility for preparing
and developing the necessary information for presentation to investors. Such private entities bear responsibility,
together with underwriters, counsel and certain other parties participating in the offerings. Those other parties would
not appear to include the issuer or its officials under normal circumstances. Indeed, the practice of issuer signature
or approval of the official statement for a conduit offering seems inappropriate at best and dangerous for the issuer
a t w o r s t

R. Doty, State and authority Debt Financing, "Chapter %A—Disclosure Process in State and Authority Securities
Transactions" at § 8:19 (D. Gelfand, ed, Callaghan & Co., Deerfield, IL, 1988 revision). [Footnotes omitted.]

Paul S. Maco, Director of the SEC's Office of Municipal Securities, "Maco Speaks: What Do Issuers Have to Do to Stay Clean?" The
Bond Buyer 2135 (June 24,1996).
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This raises the question of the standards of care applicable to public companies. The
applicable standard for public companies is stated in Section 11 of the Securities Act of 1933
(which it must be noted is in fact inapplicable to municipal entities). According to Section 11(b),
which provides a defense, reliance is, in general, appropriate if there is "no reasonable ground to
believe" and no belief in fact that the disclosure document is materially inaccurate or incomplete.
Section 11(c) then tests reasonableness of behavior according to the stricter negligence test of what
a prudent person would do in the management of that person's own property. It should be noted
that this test is the same as the stricter of the two negligence tests potentially applicable to the
CLGFA under Section 17(a) of the Securities Act of 1933 and state securities laws.

While, in the mimicipal securities market, the "reasonableness" of reliance is not defined,
the potential equivalency of the negligence tests imder Section 11(c) and Section 17(a) (and state
securities laws) necessitates conservatism. Accordingly, as in its general overall approach to
inquiry in the Transaction, in its reliance on professionals, the CLGFA shall seek to satisfy again
the strictest possible negligence test that could be applied against it. For this purpose, the CLGFA
will look to general principles, the only guidance available.

Thus, the CLGFA shall carefully consider and determine when it is able to place reliance
upon professionals rendering reports or opinions in the Transaction. General guidance for such
reliance is found in the following criteria adapted from DISCLOSURE ROLES OF COUNSEL IN
State and Local Government Securities Offerings, which criteria are to be applied
herein to permit the CLGFA to rely upon municipal bond professionals and other experts when the
following has been demonstrated:"

A. The apparent competency of the professional.

B. A determination whether the subject matter appears to be within the area of the
professional's expertise.

C. The appearance of actual performance by the professional in accordance with
professional standards, based on inquiry and absence of reason to know that the
professional is not performing its responsibilities.

D. An absence of disabling conflicts of interest on the part of the professional or the
C L G F A .

E. Apparent access on the part of the professional to sufficient relevant information
to form a basis for its report or opinion.

F. Clear identification among Transaction parties and disclosure to investors of the
roles being performed by the professional and the extent of reliance.

G. A careful review of the professional's report or opinion.

'' Published by a committee of the National Association of Bond Lawyers and two Sections of the American Bar Association, at 68-69 (2d
ed. 1994).
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The foregoing were stated technically in DISCLOSURE ROLES OF COUNSEL with respect
to the reliance of counsel upon other coimsel. If the guidance assists those professionals in relying
upon each other, then it follows that it would be likely to assist less-knowledgeable laypeople in
their own reliance upon a professional.

One additional criterion is added by the CLGFA to the foregoing list: namely, the
professionals upon whom the CLGFA places reliance must also have a professional understanding
of the disclosure requirements under the federal securities laws, so as to satisfy the SEC's mandate
in that respect.

Reference is made herein to a professional satisfying each of the foregoing criteria as to its
work in the Transaction as a "Qualified Professional."

All professional firms employed in the Transaction, including without limitation, the
imderwriters, all coimsel (other than counsel to The Benham Group, as the Subordinate Bond
Purchaser), and all financial advisors, shall submit to the Executive Director a written statement as
to why the CLGFA is entitled to rely upon them in accordance with the foregoing criteria. Because
certain of the criteria are likely to have a fluid application during the course of the Transaction, the
Executive Director shall monitor the continuing performance of each of the Qualified
Profess iona ls .

If the Executive Director is satisfied that each municipal bond professional and other
expert in the Transaction is a Qualified Professional, she shall make a written report thereon to the
Board of Directors, for which report the Executive Director may be assisted by the CLGFA's
Financial Advisor, except as to itself. If the Board of Directors does not object to any professional
firm's qualifications in this respect, the CLGFA will rely upon the professional work and written
reports and opinions of each of those Qualified Professionals and its own additional independent
inquiries, each as set forth herein.

Thereafter, the CLGFA shall not seek to duplicate the inquiry of those Qualified
Professionals, and shall not seek to verify independently every fact set forth in the Offering
Documents, but rather the CLGFA shall satisfy itself that (i) the Qualified Professionals
reasonably appear to be performing their assigned tasks in a professional manner on a continuing
basis throughout the conduct of the Transaction; (ii) material information known to the CLGFA or
its key officials is disclosed in the Ofiering Documents; (iii) specific material questions that may
arise are answered through inquiry by CLGFA officials or the Qualified Professionals; and (iv) the
Novato Authority, the Novato Redevelopment Agency and the Park Parties, as the substantive
participants in the Transaction, fully accept and appear to be diligently carrying out through their
own personnel, their respective disclosure responsibilities under the securities laws.

The Executive Director shall bring to the Board of Directors for review any Qualified
Professional whose participation rjiises material issues under the foregoing criteria at any time
during the conduct of the Transaction. If the Board of Directors determines at any time during the
Transaction that the professional is not a Qualified Professional for the Transaction, the CLGFA
shall require that a different firm constituting a Qualified Professional shall perform the work
instead.



C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E A U T H O R I T Y

PLAN OF INQUIRY

R E G A R D I N G

REVENUE BONDS FACIL ITATING THE ACQUISIT ION

O F T H E

M A R I N V A L L E Y M O B I L E C O U N T R Y C L U B P A R K

B Y T H E

N O V A T O F I N A N C I N G A U T H O R I T Y

S P E C I F I C I N Q U I R Y S T E P S T A K E N B Y T H E C L G F A

This Plan of Inquiry is adopted by the California Local Government Finance Authority
(the "CLGFA") to assist the CLGFA in pursuing its inquiry in connection with facilitation of a
financing transaction (the "Transaction") for the Novato (California) Financing Authority (the
"Novato Authority") involving the sale of Senior Revenue Bonds, Series 1997A (the "Senior
Bonds") and Subordinate Revenue Bonds, Series 1997B (the "Subordinate Bonds"). The proceeds
of sale of the Bonds are to be used primarily for the acquisition by the Novato Authority of the
Marin Valley Mobile Country Club Park (the "Park") through a loan (the "Loan") to be repaid by
the Novato Authority and the Park Acquisition Corporation of the Marin Valley Mobile Country
Club Park (the "PAC") to be managed by Park residents overseeing Park operations carried out by
Storz Management Company ("Storz"), as professional managers of the Park. Certain capitalized
terms used herein are defined in note 1.'

The CLGFA wishes to take care to undertake the level of inquiry that reasonably may be
required of it and its officials in coimection with its facilitation of the Transaction and to document
its efforts. This Plan of Inquiry is intended to provide a road map for the inquiry effort and a
formal record of the care that is exercised by the CLGFA as the Transaction proceeds.
Accordingly, this Plan of Inquiry enmnerates for the Transaction, in a formal and carefully
documented way, certain investigative steps taken or to be taken in the specific identified areas of
potential significance for the Transaction.

This Plan, however, does not attempt, nor is it intended, to represent fully the extent of the
inquiry made with respect to the Transaction by the CLGFA or its officials, employees, consultants
or departments.

^ Reference is made herein collectively to the Senior Bonds and the Subordinate Bonds as the "Bonds." Reference is made herein to the
present owners of the Park as the "Present Park Owners." Reference is made herein to Storz, which is to serve as the professional
management for the Park, as the "Park Management," and to Financial Security Assurance as the "Credit Enhancer." Collective reference
is made herein to the Park, the PAC, the Present Park Owners and the Park Management as the "Park Parties." Collective reference is
made herein to the Offering Statement (the "Offering Statement") and the Private Placement Memorandum (the "Private Placement
Memorandum") used in the offering and sale of the Senior Bonds and the Subordinate Bonds, respectively, as the "Offering Documents."
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1 . A p D l i c a t i o n b y N o v a t o A u t h o r i t y

The Novato Authority shall make appUcation to the CLGFA for the CLGFA's facilitation
of the Transaction. The Novato Authority's application, which may be in the form of its
preliminary and final Offering Docmnents, shall be supplemented at closing by appropriate
certificates of Transaction participants, reports of bond professionals or other experts, and
opinions of counsel, covering in the aggregate all information in the Offering Documents, to the
effect that the Offering Documents contain all information that may be material for investors in the
Bonds in the light of information provided and do not contain any misstatement of a material fact.
Those certifications and opinions shall recognize that the CLGFA is relying upon the Offering
Documents in determining whether to facilitate the Transaction.

2 . O u a l i fi c a t i o n s o f P r o f e s s i o n a l s

The CLGFA shall rely upon reports and opinions of professionals in the Transaction. For
this purpose, a procedure shall be followed as set forth herein in which professionals upon which
such reliance is to be placed shall first be determined to be Qualified Professionals.

3 . C r e d i t E n h a n c e m e n t a n d P r i v a t e P l a c e m e n t

The Senior Bonds are intended to be sold in a public offering with appropriate credit
enhancement in the form of bond insurance issued by the Credit Enhancer, and the Subordinate
Bonds are to be sold in a private placement in which The Benham Group (the "Subordinate Bond
Purchaser") specifies in writing that it is not relying in any respect whatsoever, directly or
indirectly, upon the credit of, or inquiry made or information provided by, the CLGFA or its
officia ls or the CLGFA Financia l Advisor.

A . C r e d i t E n h a n c e m e n t o f S e n i o r B o n d s

The payment of debt service on the Senior Bonds is to be secured by a first lien mortgage
and a gross pledge (before Park operation and maintenance costs) of Park revenues and is to be
insured by the Credit Enhancer. Due to the issuance of the Credit Enhancer's insurance policy, the
Senior Bonds are to be rated "AAA" by Standard & Poor's Ratings Group ("S&P") and "Aaa" by
Moody's Investors Service "Moody's").

In addition, the underlying Project/program credit is to be rated by S&P and Moody's at
not lower than "A-" and "A3," respectively.

Such enhancement indicates that a sophisticated financial institution (the Credit Enhancer)
is willing to place its credit on the line to stand behind the revenue pledge on the Senior Bonds, as
further enhanced by the subordinate pledge on the Subordinate Bonds. This constitutes an
important additional credit element for the Transaction. In part, it means that a major financial
institution has closely reviewed the Transaction, and is willing to place its financial standing on the
line to support the Senior Bond portion of the Transaction.
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B . P r i v a t e P l a c e m e n t o f S u b o r d i n a t e B o n d s w i t h " S o p h i s t i c a t e d I n v e s t o r " a n d
I n v e s t o r ' s L e t t e r

The payment of debt service on the Subordinate Bonds is to be secured by a net pledge of
Park revenues (after payment of debt service on the Senior Bonds and Park operations and
maintenance costs and certain ongoing costs associated with the Bonds), and is to be further
secured by a pledge of $130,000 annually of the Redevelopment Agency of the City of Novato (the
"Novato Redevelopment Agency") housing set-aside funds. The Subordinate Bonds are to be
nonrated, and are to be purchased by the Subordinate Bond Purchaser.

The CLGFA shall be assured that the Bonds are to be acquired by the Subordinate Bond
Purchaser in a limited offering in large denominations (no less than $100,000). The Subordinate
Bond Purchaser sha l l execute an investment le t ter addressed to the CLGFA and the CLGFA
Financial Advisor to the effect that the Subordinate Bond Purchaser recognizes that the
Subordinate Bonds are nonrated investments entailing significant risk, and that the Subordinate
Bond Purchaser is a sophisticated institutional investor able to evaluate such risks, is able to
withstand any losses on the Subordinate Bonds, and is acquiring the Subordinate Bonds solely for
its own account, and not for the accoimts of others. The investment letter shall also recognize that
the CLGFA and its officials and the CLGFA Financial Advisor shall not have provided and shall
not be held responsible to the Subordinate Bond Purchaser for inquiry or information regarding the
Bonds or the Transact ion. Transfer of the Subordinate Bonds shal l be rest r ic ted in the Trust
Indenture and on the face of the Subordinate Bonds to other such sophisticated institutional
investors executing such investment letters and shall not be made in denominations under
$100,000.

4 . P r e s e n t a t i o n t o t h e M a r k e t

A . O f f e r i n g D o c u m e n t s a s t h e N o v a t o A u t h o r i t v ' s D o c u m e n t s

The Novato Authority, the Novato Redevelopment Agency and the Park Parties are to be
the beneficiaries of the Transaction, and the Novato Authority, the Novato Redevelopment Agency
and the PAC are to provide the substantive revenues (Park revenues and the Novato
Redevelopment Agency housing set-aside funds) to be used to pay debt service on the Bonds, with
enhancement added by the Credit Enhancer. Thus, it is the most appropriate presentation to the
market for the Offering Dociunents to emphasize the roles of the Novato Authority, the Novato
Redevelopment Agency and the Park Parties. The Offering Documents shall be viewed as the
Novato Authority's documents, not the CLGFA's.

B . C L G FA ' s R o l e a s F a c i l i t a t o r . N o t S u b s t a n t i v e I s s u e r

The CLGFA will facilitate the Transaction, but shall do no more. The Bonds shall be paid
fi-om revenues pledged and credit enhancement issued, as described above. Accordingly, CLGFA
information identifying it and indicating briefly its limited facilitating role shall be of only
incidental significance, and shall be placed in appendices to the Offering Documents, but the
CLGFA shall not be involved in the authorization, approval or dissemination of the Offering
Documents. Accordingly, a legend shall be placed prominently in the Offering Documents advising
investors substantially as follows:
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The CLGFA and its financial advisor, American Government Financial Services
Company, have not participated in the preparation of or approved the use of this [Offering
Statement] [Private Placement Memorandum], have assumed no responsibility herefor, and make
no representation or warranty, express or implied, with respect hereto or the accuracy or
completeness of any information herein. The information contained herein has not been provided by
or derived in any way from the CLGFA or its financial advisor (except as contained in Appendix

). The role of the CLGFA in this transaction is solely to act as a facilitator for the substantive
parties.

C . R e v i e w . A u t h o r i z a t i o n a n d A p D r o v a l o f D i s s e m i n a t i o n . S i g n a t u r e a n d
C e r t i fi c a t i o n , o f O f f e r i n g D o c u m e n t s b v t h e N o v a t o A u t h o r i t v a n d P a r k
P a r t i e s

The Novato Authority, the Novato Redevelopment Agency and the Park Parties shall
review the Offering Documents, and the Novato Authority shall authorize and approve the
dissemination of, and execute and certify, the Offering Documents. Since the Offering Documents
shall not be the CLGFA's documents, the CLGFA shall not authorize or approve the dissemination
of, or execute or certify, the Offering Documents, although as set forth herein, the CLGFA and its
officials and the CLGFA Financial Ad\isor shall conduct inquiry regarding the Offering
D o c u m e n t s .

Since the Offering Dociunents are not the CLGFA's documents, the CLGFA shall not
provide a "deemed final" certificate under SEC Rule 15c2-12 regarding the Offering Documents or
any certificate relating to the material accuracy or completeness of information in the Offering
Documents (except as contained in the CLGFA's appendices). The underwriters shall look to the
Novato Authority, the Novato Redevelopment Agency and the Park Parties for all certifications of
information in the Offering Documents (other than the CLGFA's appendices or information
provided by third parties, such as the Credit Enhancer and investment providers, which shall be
responsible for the information they provide). The certifications shall state that the Novato
Authority, the Novato Redevelopment Agency and the Park Parties recognize that the CLGFA is
relying upon their certifications in determining whether to facihtate the Transaction. Due to the
relative level of disclosure on the Project, the Offering Documents shall contain at appropriate
location(s) a legend substantially as follows:

The information provided herein regarding the Project is based on available information
provided by . Information regarding the Project is incomplete. There are no
audited financial statements for the Project. No other data regarding the Project are available in
reliable form, in that no party is willing to certify or provide any additional Project information.
Investors should rely, in maliig their investment decisions, solely upon the information provided
herein and the credit enhancement for the Bonds.

The Novato Audiority's Peer Review Team shall provide written reports on the
Transaction to the Novato Authority regarding results of their analyses within their respective
fields of expertise, and such reports shall state that the CLGFA and its officials and financial
advisor are entitled to rely on such reports. The CLGFA and the CLGFA Financial Advisor shcill
receive copies of such reports.
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In the absence of "red flags," the CLGFA shall rely on the reports and certifications of and
to the Novato Authority and the Park Parties regarding their respective disclosures and the
Transaction and, as set forth herein, on the work, reports and opinions of Qualified Professionals.

5 . C L G F A ' s F a c i l i t a t i o n R o l e

Given certain recent controversies in California regarding the use of authorities, such as
CLGFA, for projects for nonmembers, the Novato Authority is joining the CLGFA as either a full
or an associate member. CLGFA shall also receive an opinion of Bond Counsel to the effect that
CLGFA is acting appropriately under California law in accepting its fee for facilitating the
Transaction. Such opinion may be based upon a certificate of the CLGFA's Executive Director
breaking out the CLGFA's administrative and other costs associated with the Transaction.

6 . O f f e r i n g D o c u m e n t C o v e r a s e

A . C o m p l i a n c e w i t h R e l e v a n t M a r k e t G u i d a n c e

Because the CLGFA shall be facihtating the Transaction on the imderstanding with the
Novato Authority, the Novato Redevelopment Agency and the Park Parties and their respective
legal counsel and financial or other advisors and the underwriters that the CLGFA shall have no
risk or liability whatsoever, direct or indirect, the CLGFA shall receive appropriate written
representations from Bond Counsel that all relevant market guidance which has been the subject of
favorable formal comment by the SEC and which shall bear upon disclosures in municipal finance
transactions involving revenue bonds shall have been reviewed and taken into account in making
determinations of information that may be material for disclosure. Such guidance includes
specifically, among other sources, to the extent material to the Transaction, recommendations or
suggestions in the DISCLOSURE GUIDELINES FOR STATE AND LOCAL GOVERNMENT
Securities, published by the Government Finance OfiBcers Association, and the DISCLOSURE
Handbook for Municipal Securities, published by the National Federation of Municipal
Analysts. It shall not be necessary for such representations to state that all items set forth as
recommendations or suggestions in such guidance have been specifically included in the Offering
Dociunents, but rather that such guidance shall have been taken into account in determining the
information provided.

B , C r e d i t E n h a n c e r

Information on the Credit Enhancer shall be considered relevant and important for
presentation in the Offering Statement. Information on the Credit Enhancer's parent holding
company is to be incorporated by reference into the Offering Statement from public filmgs made
with the SEC. Investors shall be given the address and telephone number of the offices through
which the investors may readily obtain copies of such information incorporated by reference.

The CLGFA shall receive certification by the Credit Enhancer (or alternatively, a
satisfactory opinion of counsel) that materially complete and accurate disclosure shall have been
made in the Offering Statement regarding the Credit Enhancer. Such certificate (or opinion) may
contemplate the material accuracy and completeness in the aggregate of the Credit Enhancer's
information stated explicitly in the Offering Statement itself, taken together with the information
incorporated by reference and made available to investors by the Credit Enhancer.
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Alternatively, the CLGFA shall receive, in addition to the Credit Enhancer's standard
certifications, an opinion of nationally-recognized bond counsel to the effect that the CLGFA, its
Board members and staff, and the CLGFA Financial Advisor have no legal responsibility under
federal or state securities laws or common law to make inquiry or gain assurances regarding
whether the Credit Enhancer's information in the Offering Dociunents omits to state a material fact
necessary in order to make the statements made, in the light of the circumstances under which they
are made, not misleading, or that the CLGFA, its Board members and staff, and the CLGFA
Financial Advisor have satisfied all legal responsibilities they may have under such laws by receipt
from the Credit Enhancer of the Credit Enhancer's standard certifications.

The Executive Director and the CLGFA Financial Advisor are directed to consult with the
members of the Executive Board regarding any other options that may be available to gain
reasonable satisfaction on the Credit Enhancer's disclosures.

The Credit Enhancer shall also recognize in writing that it is not looking to the CLGFA for
any credit support, information (except as stated in the CLGFA's appendix to the Offering
Documents) or inquiry whatsoever regarding the Transaction, including without limitation, the
Project, any parties or the Bonds.

C . I n f o r m a t i o n o n I n v e s t m e n t s o f T r a n s a c t i o n P r o c e e d s

After Orange County and other events in the market relating to investments {e.g.,
Executive Life Insurance), investment pro\ider information as to investments of Bond sale
proceeds also has assumed an important role. Monies in the Reserve Fund will be invested. If the
Reserve Fund were to experience losses, there would be a need to replenish it. The ability of the
Novato Authority, the Novato Redevelopment Agency or the PAC to provide replenishing funds at
some future date is unclear.

Consequently, as in the case of the Credit Enhancer's information, information on
investment providers shall also be relevant. As with the Credit Enhancer, incorporation by
reference of information on the investment providers may be utilized.

The CLGFA shall receive certification by investment providers (or alternatively, a
satisfectory opinion of counsel) that appropriate disclosure shall have been made regarding the
investment providers. Such certificate (or opinion) shall contemplate the material accuracy and
completeness in the aggregate of the investment provider's information stated explicitly in the
Offering Documents themselves, taken together with any information incorporated by reference and
made available to investors by the investment providers.

Alternatively, the CLGFA shall receive an opinion of nationally-recognized bond coimsel
to the effect that the CLGFA, its Board members and staff, and the CLGFA Financial Advisor
have no legal responsibility under federal or state securities laws or common law to make inquiry
or gain assurances regarding whether the investment provider's mformation in the Offering
Documents is accurate in all material respects or omits to state a material fact necessary in order to
make the statements made, in the light of the circumstances under which they are made, not
misleading, or if the investment provider provides standard certifications, that the CLGFA, its
Board members and staff, and the CLGFA Financial Advisor have satisfied all legal
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responsibilities they may have imder such laws by receipt from the investment provider of the
investment provider's standard certifications.

The Executive Director and the CLGFA Financial Advisor are directed to consult with the
members of the Executive Board regarding any other options that may be available to gain
reasonable satisfaction on the investment provider's disclosures.

7 . O r i e n t a t i o n o f T r a n s a c t i o n D o c u m e n t a t i o n

A . N o v a t o A u t h o r i t y a s S u b s t a n t i v e I s s u e r

As with the Offering Documents, the role of the Novato Authority, the Novato
Redevelopment Agency and the Park Parties, as the beneficiaries, and the Novato Authority (in
part acting through the PAC), the Novato Redevelopment Agency and the Credit Enhancer, as the
providers of the substantive credit support for the Transaction shall be recognized throughout the
Transaction documentation. The role of the CLGFA as no more than a Transaction facilitator shall
also be fully recognized.

B. Bond Purchase Agreement between Underwriters and Novato Authority

The Bond Purchase Agreement is one specific example of the foregoing general rule that
the Novato Authority's principal role shall be given due recognition and emphasis in the
Transaction documentation. In this instance, the Agreement shall be between the Novato Authority
and the imderwriters. There is no need for the CLGFA to be a party to the principal portion of the
Agreement, although the CLGFA shall indicate in an appendix that it accepts the Agreement
between those parties. There shall be no need for the CLGFA to approve die Bond Purchase
Agreement, except for its appendix to the Agreement discussed below.

All representations and agreements typically made in a Bond Purchase Agreement from the
point of view of an "issuer" shall be made by the Novato Authority. All representations regarding
the Offering Dociunents (other than the CLGFA's appendix) and agreements to amend it shall also
be made by the Novato Authority, rather than the CLGFA.

Insofar as the CLGFA's role is concemed, any representations it makes in its appendix to
the Bond Purchase Agreement shall be appropriately limited to representations relating generally to
due approval, execution and delivery of Transaction documentation, absence of litigation and the
information provided briefly by the CLGFA in an appendix to the Offering Documents.

8 . C L G FA I n t e r n a l R e v i e w P r o c e d u r e s

A . A d e q u a t e T i m e t o R e v i e w D o c u m e n t s .

Given the SEC's views on municipal corporate governance, it is important for key CLGFA
officials, including without limitation, Ae Executive Director and members of the Board of
Directors, to have adequate time to review final documents, especially the Offering Documents.
This means that CLGFA officials must have sufiBcient time to review documents personally, even
though their respective staffs and consultants may have conducted reviews and may recommend
actions. Among other things, an adequate review is essential to afford key CLGFA staff and
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members of the Board of Directors the capability of asking appropriate questions regarding the
Transaction the CLGFA is facilitating.

If members of the Board of Directors or other key CLGFA officials "know" or "should
know" some fact of potentially material importance, they should have full confidence that it is
disclosed. In this connection, among other subjects, the SEC's actions in Orange County focused
on the ability to pay (including the indirect impact on that ability of investment risks and changes
in the investment pool, as well as the general financial health of the County), conflicts of interest,
and tax-exemption of the securities. In Maricopa County, the SEC emphasized changes in fund
balances available to pay debt service or affecting the general funds of the County (even though the
Coimty was required to raise property taxes, if necessary, to pay debt service) and the uses of
proceeds of securities offerings. Other SEC enforcement actions have repeatedly highlighted the
SEC's views on the materiality of disclosure of conflicts of interest.

B . R e v i e w b v C L G F A F i n a n c i a l A d v i s o r

The CLGFA is employing in the Transaction the CLGFA Financial Advisor with
substantial municipal securities disclosure experience. The CLGFA Financial Advisor shall review
the Offering Documents for the Transaction with a view to determining whether it is able to
identify "red flags" requiring further inquiry. The CLGFA Financial Advisor shall rely reasonably
on Qualified Professionals, such as, for example, the imderwriters and legal counsel, for direct

^ detailed inquiry regarding the Novato Authority, the Novato Redevelopment Agency, the Park
Parties, the Credit Enhancer and investment providers and verification of information provided by
those entities.

The CLGFA Financial Advisor shall review and negotiate professional reports and
opinions on behalf of the CLGFA to make determinations as to whether Qualified Professionals
shall appear to have been carrying out their tasks in an independent professional maimer and the
absence of "red flags" therein requiring further inquiry. The CLGFA Financial Advisor shall report
in writing to the CLGFA on such reviews.

The CLGFA Financial Advisor shall be independent of any interest in the Transaction
other than representation of the CLGFA, and to that end, payment of its fee and expenses shall not
be contingent upon fevorable action by the Board of Directors or the completion of the
Transac t ion .

C . R e v i e w b v K e v S t a f f

The Executive Director shall review the Offering Documents to determine whether she is
able to identify "red flags" that may require further inquiry. The Executive Director shall report in
writing to the CLGFA on such reviews.

The CLGFA and its officials shall not be responsible for verifying affirmatively every fact
stated in the Offering Dociunents nor for duplicating the work of Qualified Professionals. The
review by CLGFA officials shall be for the purpose of determining whether they may have
knowledge of material information that should be disclosed in the Offering Documents. If a matter
arises requiring further inquiry in the view of a CLGFA official, that inquiry may appropriately be
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made by that official or may be referred, if the official so chooses, to a Qualified Professional who
shall make due inquiry and report to the official on that matter.

D. Recommendations to Board of Directors by Professionals and Key Staff

Following the foregoing reviews, the Executive Director shall make her written
recommendation to the Board of Directors regarding the Transaction. The CLGFA Financial
Advisor shall also make written recommendations.

E . R e v i e w b v M e m b e r s o f t h e B o a r d o f D i r e c t o r s

The Transaction documentation, including without limitation the Offering Documents,
shall be reviewed by the members of the Board of Directors prior to taking final action on the
CLGFA's facilitation of the Transaction. For this review to be conducted, the documents shall be
sent to the members of the Board of Directors at least seven days in advance of the final action by
them.

The CLGFA and members of the Board of Directors shall not be responsible for verifying
affirmatively every fact stated in the Offering Documents nor for duplicating the work of Qualified
Professionals. The review by members of the Board of Directors shall be for the purpose of
determining whether they may have knowledge of material information that should be disclosed in
the Offering Documents. If a matter arises requiring further inquiry in the view of a member of the
Board of Directors, that inquiry may appropriately be made by that member or referred, if the
member so chooses, to a Qualified Professional who shall make due inquiry and report to the
member on that matter.

At the meeting of the Board of Directors at which the final action on the Transaction is to
be taken, a full presentation shall be made to the Board of Directors by the underwriters, legal
coimsel, the Novato Authority, the Novato Redevelopment Agency, the Park Parties, the CLGFA
Financial Advisor, the Executive Director and other relevant parties and professionals.

Following the presentation, and the delivery of the reports of the Executive Director and
the CLGFA Financial Advisor on the results of their inquiries conducted by and on behdf of the
CLGFA pursuant to this Plan oflnquiry, the members of the Board of Directors shall be afforded a
full opportunity to ask questions and receive necessary assurances. Such opportunity shall also be
afforded to individual members of the Board of Directors who wish to utilize the opportunity to ask
questions prior to the meeting of the Board of Directors. In the event that there is not an adequate
response to questions, or if for any other reason the members of the Board of Directors are not
fully comfortable with proceeding to facilitate the Transaction, final action shall not be taken or
shall be delayed to a fiiture date.

9 . R e p o r t s a n d O p i n i o n s

The general criteria that the CLGFA shall employ in determining to rely on a Qualified
Professional are set forth earlier herein. As set forth herein, the CLGFA shall review criteria
applicable to each Qualified Professional upon whom it relies and the work of that Qualified
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Professional during the conduct of the Transaction in determining whether to engage in such
rel iance.

A . O p i n i o n s o f C o u n s e l W r i t i n g O f f e r i n g D o c u m e n t

The Offering Documents are to be written by Bond Coimsel, acting as Disclosure Counsel.
This procedure, together with necessary and desirable investigative activities, shall be such as to
enable that counsel to render an opinion to the CLGFA regarding the Transaction.

The CLGFA shall receive an opinion of such counsel regarding the material accuracy and
completeness of the Offering Documents. The opinion shall be addressed to the CLGFA and the
CLGFA Financial Advisor. This shall provide the CLGFA with a basis for additional comfort
regarding the Offering Dociunents.

The opinion shall, among other things, (i) recognize the drafting role of such counsel in the
preparation of the Offering Dociunents; (ii) indicate that such counsel has made all necessary
inquiry in discussions with key officials of the Novato Authority, the Novato Redevelopment
Agency and the Park Parties, and has reviewed all documents of the Novato Authority, the Novato
Redevelopment Agency and the Park Parties deemed by such counsel to be relevant for review; (iii)
speak to material accuracy and completeness of information on investments and the Credit
Enhancer, as contemplated herein; (iv) incorporate the assurances, discussed above, regarding
taking into account relevant market guidance; and (v) specifically state that the counsel has
reviewed SEC Releases 34-26100, 53 F.R. 37778 (September 28, 1988) and 34-26985, 54 F.R.
28799 (July 10, 1989) in connection with such opinion as to the relevance of information on
underlying credits in credit enhanced financings, particularly when the underlying credit, such as
the Project, may be viewed as unseasoned.

The opinion of such counsel may be framed in traditional negative terms to the effect that,
after carrying out specified inquiry, such counsel is not aware of material misstatements in or
omissions from the Offering Documents; provided that such counsel shall state such counsel's
drafting and investigative roles respecting the Offering Documents and shall express the opinion
that (i) in reaching such conclusions, such counsel shall have undertaken all inquiry deemed by
such counsel to be reasonably necessary or desirable under the federal and any applicable state
securities laws; and (ii) there has been specific focus by such counsel on the general pattern of
disclosure in the Offering Documents by the Park Parties, the Novato Authority, the-Novato
Redevelopment Agency, the Credit Enhancer and investment providers and, in its appendices to the
Offering Documents, the CLGFA. The opinion need not speak to financial information or other
matters reasonably outside such counsel's expertise.

B. Representat ions bv Underwriters as to Their Inquiry

Because the offering is a conduit financing, and the CLGFA does not have direct access to
information on the Novato Authority, the Novato Redevelopment Agency or the Park Parties, the
CLGFA must rely upon inquiry by other skilled and independent experts. The Securities and
Exchange Commission has indicated its views that underwriters are to have a reasonable basis for
believing the key information provided, thus imposing on the underwriters, in the view of the SEC,
a responsibility to make inquiry. Moreover, since the Park is an unseasoned credit, under those
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interpretations, the underwriters may have a heavier inquiry burden than would be otherwise be the
case. Thus, in any event, the underwriters are required, in the view of the SEC, to conduct an
inquiry regarding the information disclosed in the Offering Documents sufficient to meet the
reasonable basis test.

The CLGFA, therefore, shall receive a representation from the underwriters, constituting a
Qualified Professional, as to (i) the underwriters' conduct and completion of all inquiry required of
the underwriters imder federal and state securities laws respecting information in the Offering
Dociunents and of the Novato Authority, the Novato Redevelopment Agency and the Park Parties,
the Credit Enhancer and investment providers in order to determine what information should be
included in the Offering Documents; and (ii) the imderwriters' recognition that the CLGFA is
relying upon the imderwriters to conduct an appropriate inquiry in that regard. Such
representations may be made in the Bond Purchase Agreement.

Among other things, without limitation, the representation of the underwriters shall specify
that, as a part of the underwriters' inquiry, the imderwriters shall have reviewed appropriate
financial and other information of each of the parties described in the preceding paragraph and
other information in the Offering Documents or otherwise potentially material.

C . W r i t t e n C o n s e n t s f o r R e f e r e n c e s t o E x p e r t s i n O f f e r i n g D o c u m e n t s

Common practice dictates that the form of opinion of Bond Counsel in the Transaction
shall be included in the Offering Documents. Based upon practices in nonmunicipal securities
transactions with respect to receipt of written consents as a foundation for inclusion of opinions
and reports in Offering Documents and reliance thereon, and having in mind the absence of
guidance from the SEC as to the standards of ordinary care to be applied, the CLGFA shall receive
the written consent of Bond Counsel for such inclusion in order to remove any questions as to the
appropriateness of such inclusion and reliance.

Such written consents shall also be received by the CLGFA from all other professionals to
whose work reference is made in the Offering Documents, which consents shall recognize the
CLGFA's reliance on such experts in their fields and shall specifically approve the language in the
Offering Documents regarding them and their work.

D . O p i n i o n o n D o c u m e n t D e s c r i p t i o n s i n O f f e r i n g D o c u m e n t s

Descriptions of certain Transaction documents shall be a required part of the Offering
Documents. It is noted that, in Orange County, one of the specific material omissions cited by the
SEC against the County and its officials was a failure to disclose the existence of a cap on interest
rates on the County's notes.

It is a logical and efficient task for Bond Counsel to prepare the descriptions of
Transaction documents because Bond Counsel is skilled at drafting, already has the document
provisions on its wordprocessing system, and would be charged with a finite task. The CLGFA
shall receive an appropriate opinion of Bond Counsel to the effect that the document descriptions in
the Offering Documents are materially accurate and complete, which opinion shall explicitly
recognize that Bond Counsel has written such descriptions.
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L e g a l O p i n i o n s f r o m C o u n s e l t o N o v a t o
Redevelopment Agency and the Park Part ies

A u t h o r i t t h e N o v a t o

The CLGFA shall receive wtitten opinions of legal counsel to each of the Novato
Authority, the Novato Redevelopment Agency and the Park Parties regarding specified matters,
including without limitation, due authorization, execution and delivery of Transaction documents to
which such covmsel's client is a party and, in the case of the Novato Authority, the Offering
Documents; due authorization of use of the information of such counsel's client in the Offering
Documents; the absence of pending or threatened litigation and governmental investigations;
material accuracy and completeness of such counsel's client's information in the Offering
Documents (which may be expressed in negative terms to the effect that nothing shall have come to
their attention to the contrary); and other matters reasonably deemed relevant by or on behalf of the
C L G F A .

10. Rating Letters regarding the Senior Bonds

The CLGFA shall receive letters from Standard & Poor's Ratings Group and Moody's
Investors Service confirming the "AAA" and "Aaa" ratings, respectively, on the Senior Bonds.

11 . D i s c l o s u r e t o I n v e s t o r s o f R o l e s o f M u n i c i p a l B o n d P r o f e s s i o n a l s a n d O t h e r E x p e r t s

The Offering Documents shall make disclosure to investors of the roles in the Transaction
of the municipal bond professionals and other experts, so as to facilitate the ability of the CLGFA
to rely on those participants under the criteria described herein for reliance on professionals.
Written consents of such professionals and other experts shall be obtained as to the references to
them in the Offering Documents and the descriptions therein of their work and their professional
opinions or conclusions.

1 2 . S t a t e S e c u r i t i e s L a w C o m p l i a n c e

The CLGFA shall receive adequate written assurances from the imderwriters or their
coimsel that there shall have been full compliance with applicable registration or qualification
requirements of state securities laws. The Novato Authority shall make any registration or
qualifications with state securities authorities, and the CLGFA shall have no responsibility
Aerefor. In the event a particular State requires registration or qualification by the CLGFA, the
Bonds shall not be offered for sale in that State.

1 3 . R u l e l S c 2 - 1 2 C o m p l i a n c e

The CLGFA shall receive a representation from the underwriters as to the imderwriters'
compliance with the requirements of SEC Rule 15c2-12. Such representation may be made in the
Bond Purchase Agreement.

1 4 . P o l i t i c a l C o n t r i b u t i o n s

The SEC has placed a special focus on disclosure of political contributions by municipal
securities transaction participants. Therefore, the CLGFA shall receive written representations
from each professional firm serving in the Transaction, the Park Parties, the Novato Authority, the
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Novato Redevelopment Agency, the City of Novato and the Novato Redevelopment Agency either
that (i) no political contributions or gifts have been received by the Novato Authority, the Novato
Redevelopment Agency or the City of Novato, or any of their elected or key administrative officials
in the past two years from or on behalf of any professional firm serving in the Transaction or the
Park Parties, or (ii) such contributions shall have been disclosed in the Offering Documents. The
Executive Director, the CLGFA Financial Advisor and the members of the Board of Directors of
CLGFA shall also give such representations. In the case of the underwriters, the representations
shall also state that there has been compliance with Municipal Securities Rulemaking Board rules
relating to political contributions relevant to the Transaction.

1 5 . C o n t r a c t u a l A r r a n s e m e n t s w i t h C L G FA F i n a n c i a l A d v i s o r

The CLGFA Financial Advisor has entered into a contract with the CLGFA for the
payment by the CLGFA of fees that are not contingent on the completion of the Transaction. The
CLGFA Financial Advisor is independent, and has no obligations in the Transaction to any party
other than to protect the interests of the CLGFA.

Appropriate disclosure shall be made in the CLGFA's appendix to the Offering
Dociunents regarding contractual arrangements between the CLGFA and the CLGFA Financial
Advisor, which in any event shall disclose the noncontingent fee arrangements.

1 6 . I n d e m n i fi c a t i o n a n d E x c u l p a t i o n I s s u e s

The CLGFA is to be indemnified for any and all costs and liabilities that the CLGFA may
incur at any time in connection with the Transaction and, to that end, secured by any and all City
of Novato Redevelopment Agency housing set-aside funds and Park revenues (after payment of
debt service on the Bonds and Park operations and maintenance costs). The CLGFA shall not
indemnify any party in connection with the Transaction, including without limitation, the Trustee,
the Novato AuAority, the City of Novato, the Novato Redevelopment Agency, the Park Parties, the
underwriters or other Transaction participants.

The CLGFA shall not accept exculpatory provisions that enable parties to the Transaction
to escape reasonable responsibilities. For example, provisions exculpating the Trustee from
responsibility for its gross negligence shall not be acceptable.

1 7 . C o n t i n u i n g D i s c l o s u r e R e s p o n s i b i l i t i e s

As indicated above, continuing disclosure agreements and responsibilities, required under
SEC Rule 15c2-12 with respect to the Senior Bonds, shall be placed on the Novato Authority, the
Novato Redevelopment Agency and the PAC, rather than on the CLGFA because the CLGFA shall
not support or be obligated to support, in any way, payment of debt service on the Bonds. Since the
Park revenues and Novato Redevelopment Agency housing set-aside funds are to support such debt
service, that arrangement will constitute the Novato Authority, the Novato Redevelopment Agency
and the PAC as "obligated persons" within the meaning of SEC Rule 15c2-12, and the Novato
Authority, the Novato Redevelopment Agency and the PAC shall be required to enter into
continuing disclosure imdertakings under the Rule. The CLGFA's sole continuing disclosure
responsibility shall be to update, if needed, the information provided by the CLGFA in the
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appendix to the Offering Documents and provide financial statements, if Bond Counsel concludes
and advises the CLGFA in writing that such disclosure is required.

C O N C L U S I O N

This Plan of Inquiry is directed toward the CLGFA's activities in making inquiry
regarding the Transaction. The CLGFA's efforts are to be recorded in a Final Report to the Board
of Directors discussing certain steps actually taken and the results of those activities by and on
behalf of the CLGFA.
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PLAN OF INQUIRY

R E G A R D I N G
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O F T H E

MARIN VALLEY MOBILE COUNTRY CLUB PARK

B Y T H E

N O V A T O F I N A N C I N G A U T H O R I T Y

This Plan of Inquiry is adopted by the California Local Government Finance Authority
(the "CLGFA") to assist the CLGFA in pursuing its inquiry in connection with facilitation of a
financing transaction (the "Transaction") for the Novato (California) Financing Authority (the
"Novato Authority") involving the sale of Senior Revenue Bonds, Series 1997A (the "Senior
Bonds") and Subordinate Revenue Bonds, Series 1997B (the "Subordinate Bonds"). The proceeds
of sale of the Bonds are to be used primarily for the acquisition by the Novato Authority of the
Marin Valley Mobile Country Club Park (the "Park") through a loan (the "Loan") to be repaid by
the Novato Authority and the Park Acquisition Corporation of the Marin Valley Mobile Country
Club Park (the "PAC") to be managed by Park residents overseeing Park operations carried out by
Storz Management Company ("Storz"), as professional managers of the Park. Certain capitalized
terms used herein are defined in note 1.'

The payment of debt service on the Senior Bonds is to be secured by a first lien mortgage
and a gross pledge (before Park operation and maintenance costs) of Park revenues and is to be
insured by Financial Security Assurance as the Credit Enhancer. Due to the issuance of the Credit
Enhancer's insurance policy, the Senior Bonds are to be rated "AAA" by Standard & Poor's
Ratings Group ("S&P") and "Aaa" by Moody's Investors Service ("Moody's").

In addition, the underlying Project/program credit is to be rated by S&P and Moody's at
not lower than "A-" and "A3," respectively.

The payment of debt service on the Subordinate Bonds is to be secured by a net pledge of
Park revenues (after payment of debt service on the Senior Bonds and Park operations and
maintenance costs and ongoing costs associated with the Bonds), and is to be further secured by a
pledge of $130,000 annually of the Redevelopment Agency of the City of Novato (the "Novato

^ Reference is made herein collectively to the Senior Bonds and the Subordinate Bonds as the "Bonds." Reference is made herein to the
present owners of the Park as the "Present Park Owners." Reference is made herein to Storz, which is to serve as the professional
management for the Park, as the "Park Management," and to Financial Security Assurance as the "Credit Enhancer." Coll̂ ive reference
is made herein to the Park, the PAC, the Present Park Owners and the Paik Management as the "Park Parties." Collective reference is
made herein to the OfFering Statement (the "Ofifering Statement") and the Private Placement Memorandum (the "Private Placement
Memorandum") used in the ofifering and sale of the Senior Bonds and the Subordinate Bonds, respectively, as the "Ofifering Documents."
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Redevelopment Agency") housing set-aside funds. The Subordinate Bonds are to be nom-ated, and
are to be purchased by The Benham Group (the "Subordinate Bond Purchaser"), which is to
provide an investment letter described herein to the effect that it is a sophisticated investor, buying
the Subordinate Bonds for its own account, and not relying to any extent whatsoever on the
CLGFA or its financial advisor, American Government Financial Services Company (the "CLGFA
Financial Advisor"), for information in coimection with the Transaction.

The CLGFA is to be indemnified for and secured against any and all costs and liabilities
that it may incur at any time in connection with the Transaction from any and all City of Novato
Redevelopment Agency housing set-aside funds and Park revenues after payment of debt service on
the Bonds and Park operations and maintenance costs.

The CLGFA hereby makes the following determinations, among others, regarding the
Transac t ion :

1. The CLGFA is facilitating the Transaction to assist the Novato Authority in obtaining
funding for the acquisition of the Park from the Present Park Owners in order to provide
affordable housing to the park residents and to provide affordable housing opportunities to
persons and families of low and moderate income within the City of Novato.

The sole credit for the payment of debt service on the Bonds is to be provided by and
through the Novato Authority's Park revenues, the Novato Redevelopment Agency in the
case of the Subordinate Bonds and the Credit Enhancer in the case of the Senior Bonds,
and the CLGFA shall not be obligated in any respect whatsoever, directly or indirectly, to
make any payments with respect to such debt service, except to pay over amounts, if any,
received from those sources.

3. The CLGFA's credit or financial interests are not to be pledged or implicated in the
Transaction in any manner whatsoever, directly or indirectly. This Plan of Inquiry is
intended to meet that goal by (i) emunerating steps to assure that no such direct or indirect
pledge by the CLGFA is present in or implied by the Transaction; (ii) assuring that the
CLGFA has made all reasonable inquiry that may be required of it under the federal and
state securities laws; and (iii) and assisting the CLGFA in avoiding any other potential, but
unanticipated, indirect financial implications that may be present for the CLGFA in
connection with the Transaction.

4. Based on representations received by the CLGFA from the Novato Authority, the Novato
Redevelopment Agency and the Park Parties, the Novato Authority's acquisition of the
Park will serve a public purpose and will benefit the residents of the City of Novato, and
the Transaction is an appropriate means of furthering that public purpose.

2 .
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This Plan of Inquiry is intended to assist the CLGFA by providing a road map toward
satisfaction of reasonable CLGFA responsibilities that may be asserted with respect to disclosures
made to investors in the Transaction and to document the care exercised by the CLGFA in making
inquiry regarding those disclosures and the Transaction as a whole. The CLGFA's inquiry efforts
are to be directed toward satisfaction of all federal and state securities laws in a careful,
conservative and reasonable manner. The disclosures of the Park Parties, the Novato Authority, the
Novato Redevelopment Agency, the Credit Enhancer, any investment provider and any other party
are their respective responsibilities, and not those of the CLGFA in the absence of sigmficant
contrary notice.

In recent years, the application of the federal securities laws to municipal securities
transactions has been expanding. The Securities and Exchange Commission (the "SEC" or
"Commission") has asserted that "issuers" of municipal securities are "primarily" responsible for
disclosures in their offerings. For example, the SEC stated in its Release No. 34-26985 that:

[I]ssuers are primarily responsible for the content of their disclosure documents and may be held
liable under the federal securities laws for misleading disclosure.... Because they are ultimately
liable for the content of their disclosure, issuers should insist that any persons retained to assist in
the preparation of their disclosure documents have a professional understanding of the disclosure
requirements under the federal securities laws.

This view was recently imderscored by SEC staff assertions as follows:

The Commission has pointed out for a long time that issuers are primarily responsible for
disclosure. No one knows better than the issuer where the closets are, or what skeletons may be in
the closets. No professional mind can read as to wfiere they may be. [Emphasis added.]

These assertions are made principally with relation to two legal provisions: SEC Rule lOb-
5 and Section 17(a) of the Securities Act of 1933. The language of the two provisions is similar.
Rule lOb-5 was adopted by the Commission tmder Section 10(b) of the Securities Exchange Act of
1934. Section 10(b), directed specifically at fraud, provides:

It shall be unlawful for any person, directly or indirectly, by the use of any means or
instrumentality of interstate commerce or of the mails, or of any facility of any national securities
exchange—...

(b) To use or employ, in connection Avith the purchase or sale of any security registered
on a national securities exchange or any security not so registered, any manipulative or
deceptive device or contrivance in contravention of such rules and regulations as the
Commission may prescribe as necessary or appropriate in the public interest or for the
protection of investors.

Rule lOb-5 provides:

It shall be unlawful for any person, directly or indirectly, by the use of any means or
instrumentality of interstate commerce, or of the mails, or of any facility of any national securities
exchange.
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(a) to employ any device, scheme, or artifice to defraud,

(b) to make any untrue statement of a material fact or to omit to state a material fact
necessary in order to make the statements made, in the light of the circumstances under
which they were made, not misleading, or

(c) to engage in any act, practice, or course of business which operates or would operate
as a fraud or deceit upon any person,

in connection with the purchase or sale of any security.

In 1989, the SEC adopted its Rule 15c2-12, among other things, to prohibit investment
banking firms from underwriting most issues of municipal securities unless the "issuers" have
provided disclosure documents. The "issuer" concept in Rule 15c2-12 is sufficiently broad to
recognize the presence in a state or local government finance transaction of multiple "issuers,"
particularly in the context of conduit financings. In 1994, in Release No. 34-33741, the
Commission stated its views to the effect that issuers also have continuing disclosure
responsibilities. In 1995, Rule 15c2-12 was extended by the Commission to require underwriters
also to obtain undertakings from issuers and other "obligated persons" to make continuing
disclosure for the lives of their securities issues. Again, under Rule 15c2-12, there may be multiple
"obligated persons" present in a transaction.

In 1996, the SEC set forth certain views as to the responsibilities of issuer officials in its
Report on the Orange County Supervisors. In the Report, the SEC indicated that governmental
officials authorizing and approving a disclosure document are required to see that disclosure is
made of material information of which they are aware or should be aware. The SEC stated:

Based on the Supervisors' significant knowledge relating to the County's finances, they should
have understood the materiality of that information to the County's ability to repay the municipal
securities. The Supervisors therefore had a duty to take steps appropriate under the circumstances
to assure accurate disclosure was made to investors regarding this material information. The
Supervisors, however, failed to take appropriate steps. For example, while the Supervisors
believed that they could rely on the County's officials, employees or other agents with respect to
these offerings, they never questioned these officials, employees or other agents regarding the
disclosure of this information; nor did they become familiar with the disclosure regarding the
County's financial condition. Had they taken such or similar steps, it should have been apparent
to each Supervisor, in light of his or her knowledge, that the disclosure regarding the County's
financial condition may have been materially false or misleading.

Consequently, the Supervisors failed to assure appropriate disclosure of these matters by
authorizing and aDorovine the dissemination of misleading disclosure documents. This failure
denied investors the fair and accurate disclosure required under the federal securities laws.

This Plan of Inquiry seeks to implement the SEC's views. Among other steps, this Plan of
Inquiry effectuates the SEC's admonitions in part by placing responsibility for authorizing and
approving the dissemination of the Offering Documents on the Novato Authority and the Park
Parties, and the Credit Enhancer as to the Credit Enhancer's information in the case of the Senior

^ SEC, Securities Exchange Act of 1934 Rel. No. 36761, REPORT OF INVESTIGATION IN THE MATTER OF COUNTY OF ORANĜ
Caufornu as it Relates to the Conduct of the Members of the Board of supervisors (Jan. 24, 1996). [Emphasis
added.]
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Bonds and the Novato Redevelopment Agency as to its infonnation in the case of the Subordinate
Bonds (except as to brief CLGFA information to be contained in an appendix to each of the
Offering Documents). Neither the CLGFA nor any of its officials or the CLGFA Financial Advisor
shall approve or authorize the dissemination of the Offering Documents.

As additional care, this Plan provides for (i) careful and thorough review of the Offering
Documents by Qualified Professionals, as defined herein, with extensive knowledge of and
experience with federal and state securities law application to transactions in municipal securities,
followed by written reports and opinions thereon, as may be appropriate, to the CLGFA prepared
by some or all of such Quahfied Professionals; and (ii) careful review of Transaction
documentation and full opportunity for questions by key CLGFA officials of the Novato Authority
and the Park Parties, so that the CLGFA officials are able to gain necessary assurances as to
disclosure of material information of which they are or should be aware.

Applicable Standards of Care

This Plan of Inquiry is directed toward satisfaction of the most rigorous federal securities
law standards that could be asserted against the CLGFA and its officials. The applicable standards
under the federal securities laws for imposition of remedies through SEC action are twofold. First,
under Rule lOb-5, available both to the SEC and investors, the test is one of "recklessness." Rule
lOb-5 is enforceable by both the SEC and investors in private actions. This has been defined in
rather extreme terms by the federal courts of appeal, such as the Ninth Circuit, which defined the
concept as:

[A] highly unreasonable omission, involving not merely simple, or even inexcusable negligence,
but an extreme departure from the standards of ordinary care, and which presents a danger of
misleading buyers or sellers that is either known to the defendant or is so obvious that the actor
must have been aware of it.̂

Under portions of Section 17(a) of the Securities Act of 1933, which is enforceable by the
SEC (but not investors), a negligence test is applied.'* There are at least two possible negligence
tests. One such test is framed in terms of the care that would be exercised by a reasonable person
imder the circumstances. The second is a stricter test fimned in terms of the care that would be
exercised by a reasonable person in the management of that person's own affairs. There does not
appear to be a definitive statement as to which test should be applied.

As a practical matter, this may be irrelevant due to the negligence tests present in the
securities laws of the vast majority of states. A public issuer may be confi-onted with the
application of a multitude of state laws to sales of its securities to investors in multiple
jurisdictions. This is because, as a general rule, a state's securities laws apply to offers and sales of
securities within that state. In any case, even if a single state's law is to be applied in the interest of
uniformity, a public issuer may not be able to determine in advance which state's laws will apply.

' HoUinger v. Titan Capital Corp., 914 F.2d 1564, 1569 (quoting Sundstrand Corp, v. Sun Chem. Corp., 553 F.2d 1033, 1045 (7"'
Cir.), cert, denied, 434 U.S. 875 (1977). [Emphasis added.]
^ SEC V. Aaron, 446 U.S. 680 (1980).
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In the interest of safety, it should be assumed that a strict negligence test will be applied to the
Transac t ion .

While the applicable test that would be applied in investor litigation or that is most likely
to result in SEC enforcement action, i.e., recklessness, is framed in terms of the "standards of
ordinary care," the SEC has not informed the municipal securities market what "standards of
ordinary care" are to be followed. That is, it is unclear whether the CLGFA may look to general
practices in the municipal securities market or must look also to practices in the corporate or
broader securities markets in determining what it should do.

From its actions in Orange County, in which the SEC criticized the Supervisors for relying
on staff and municipal bond professionals' recommendations, a common practice for local
governments, it appears that the SEC is looking to the broader context in the financial markets for
the "standards of ordinary care" it is now appljing to municipal finance transactions. Thus, under
present conditions, governmental issuers appear to be well-advised not to rely simply on the
practices followed by their local government counterparts in carrying out their functions. In the
case of the CLGFA, to be conservative, given the absence of guidance by the SEC, the practices of
corporate and other securities issuers shall also be taken into accoimt, even if those practices were
developed by corporate securities issuers under other and stricter legal standards that are
inapplicable to the CLGFA.

Such application by the SEC has not been tested in court. Nevertheless, it will be followed
in the Transaction, so that the CLGFA and its officials will make necessary inquiry, and
furthermore will take reasonable action to assure that skilled professionals, with a professional
understanding of the disclosure requirements of the securities laws, do so, as well.

In summary, this Plan of Inquiry is intended to assure satisfaction by the CLGFA of the
stricter of the negligence tests, so that no reasonable questions can be raised as to the CLGFA's
actions under any of the potentially applicable negligence or recklessness standards. This Plan is
not directed toward any challenge of SEC application, but rather to avoid circumstances that may
necessitate such a challenge.

The " I ssue r " and "Ob l i ga tedPe rson " Concep ts

The CLGFA is serving as a conduit for a financing for the Novato Authority and the Park
Parties. Under its Rule 15c2-12, the SEC recognized that, in a conduit financing, the credit of the
governmental entity in CLGFA's position generally is not involved. Accordingly, the Commission
devised a definition of an "issuer of municipal securities," as follows

The tenn "issuer of municipal securities" means the governmental issuer specified in section
3(aX29) of the Act and the issuer of any separate security....

The proceeds of sale of the Bonds (other than proceeds spent for Transaction costs) are to
be loaned through the Loan to the Novato Authority to enable the Novato Authority to pay the
costs of jicquisition of the Park. The Novato Authority's payment of principal of and interest on the
Loan from Park revenues, in part through a delegation of certain management responsibilities to
the PAC, and certain Novato Redevelopment Agency fimds is to provide the amounts necessary to
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pay debt service on the Bonds. These payment obligations of the Novato Authority (acting in part
through the PAC) and the Novato Redevelopment Agency are "separate securities."

Thus, the Novato Authority and the Novato Redevelopment Agency, as the issuers of
separate securities are appropriately viewed as "issuers" under SEC Rule 15c2-12. Moreover,
putting aside for the present the credit role of the Credit Enhancer, the Novato Authority (acting in
part through the PAC) and the Novato Redevelopment Agency are the primary credits in the
Transaction because their funds, not the CLGFA's, are pledged to the payment of debt service on
the Bonds. This means that the underwriters are able to and shall look to the Novato Authority, the
Novato Redevelopment Agency, the PAC, the Credit Enhancer and investment providers for the
credit-related disclosures in the Offering Documents. Consequently, the Novato Authority, the
Novato Redevelopment Agency, the Park Parties and the Credit Enhancer are appropriately viewed
as the central elements of the disclosure effort in the Transaction and the manner in which the
Transaction will be best presented to the market and investors. In the words of SEC staff, there
will be no CLGFA "closets" or "skeletons" relevant to disclosures in the Transaction in any way.

The Novato Authority, the Novato Redevelopment Agency, the Park Parties and the Credit
Enhancer are also appropriately viewed as the central elements of the relevant representations,
agreements and certifications relating to the Offering Documents (other than brief CLGFA
information), whether imder Rule 15c2-12, the Bond Purchase Agreement or otherwise.

For continuing disclosure purposes, a similar concept comes into play under Rule 15c2-12.
In this instance, the focus is on "obligated persons," defined by the SEC as follows:

The term "obligated person" means any person, including an issuer of municipal securities, who
is either generally or through an enterprise, fimd, or accoimt of such person committed by contract
or other arrangement to support payment of all, or part of the obligations on the municipal
securities to be sold in the Offering (other than providers of municipal bond insurance, letters of
credit, or other liquidity facilities).

As in the case of the initial issuance of the Bonds, the Novato Authority's, the Novato
Redevelopment Agency's and the PAC's central roles are to be evidenced by the execution of a
continuing disclosure agreement. The CLGFA's responsibility for continuing disclosure regarding
the Transaction is vastly reduced, and perhaps completely eliminated, since the CLGFA will not
directly "support payment of all, or part of the obligations." At most, the CLGFA will assign to the
Trustee the right to receive payments from the Novato Authority (in part acting through the PAC)
and the Novato Redevelopment Agencyand, in a technical sense, may authorize maintenance
through the Trustee of certain funds and accounts under the Trust Agreement. This may or may not
be sufiScient for the CLGFA to be regarded as an "obligated person" under SEC Rule 15c2-12, but
it is no more than a technical status. The inflexibility of the SEC's Rule may require nevertheless
that the CLGFA's financial statements be filed annually with the Nationally-Recognized Mimicipal
Securities Information Repositories, even though those financial statements are irrelevant and
immaterial to the credit support for the Transaction. The advice and a written opinion of Bond
Counsel shall be received on this subject.
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General Tenor of the Transaction

The Transaction is to be an offering of Bonds payable through the Novato Authority's
obligations (in part acting through the PAC) to repay the Loan from Park revenues and, in the case
of the Senior Bonds, insurance payments by the Credit Enhancer, and in the case of the
Subordinate Bonds, housing set-aside funds pledged by the Novato Redevelopment Agency.
Substantively, the information that is relevant for disclosure to investors will be information of the
Novato Authority, the Novato Redevelopment Agency, the Park Parties and the Credit Enhancer.

The appropriate roles and responsibilities of governmental entities, such as the CLGFA,
facilitating conduit offerings for other borrowers, usually private parties, has been the subject of
some degree of examination by authorities in the field. The SEC itself has recognized that whether
an obligation is a private activity obligation can affect the nature of an imderwriter's inquiry
regarding an issue.̂  Practitioners have been more specific. Sections and Committees of the
National Association of Bond Lawyers and American Bar Association stated recently that:

In connection with the issuance of conduit obligations, the focus of the inquiries shifts
appropriately from the [governmental] issuer to the private borrower whose credit is actually the
source of repayment for the obligations.̂

The Government Finance Ofificers Association, representing the state and local government
finance officials across the nation, framed an even stronger statement in making recommendations
for disclosure in conduit offerings:

Normally, in offerings involving separate conduit securities, a governmental issuer need provide
only limited disclosure, such as the identity of the governmental issuer, its role in the transaction,
and its authoritv. ...

The information in this section should be provided in an offering of securities of a conduit
issuer, the information should be the responsibility of the conduit [borrower], and not of the
governmental issuer.̂

The Association then recommends that the governmental entity facilitating the transaction, such as
the CLGFA, receive assurances from the substantive parties, such as the Novato Authority, the
Novato Redevelopment Agency and the Park Parties, as to materially accurate and complete
disclosures in the Offering Documents and the conduit borrower's provision of continuing
disclosures.® ̂

^ SEC Release 34-26100 44-62, 53 F.R. at 37787-91 (Sept 22,1988).

® American Bar Association and National Association of Bond Lawyers, DISCLOSURE ROLES OF COUNSEL IN STATE AND LOCAL
Government Securities Offerings at 84 (2d ed. 1994).

^ Government Finance Officers Association, DISCLOSURE GUIDELINES FOR STATE AND AUTHORITY SECURITIES AT SECTIONS VI
AND X (1991).

® Id. at Procedural Statement No. 11.

9 In addition, in terms of guidance for practitioners, the following analysis was written almost ten years ago as to private borrowers in
conduit financings:
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In summary, given the foregoing, three important themes are emphasized in this Plan of
Inquiry. First, the substantive disclosures and disclosure dociunents in the Transaction shall not be
the CLGFA's, but rather the Novato Authority's, the Novato Redevelopment Agency's, the Park
Parties' and the Credit Enhancer's. The CLGFA shall not authorize or approve those disclosures
or their dissemination or act formally in any way upon those disclosures. Second, even though
those disclosures shall not be the CLGFA's, given the absence of definition from the SEC as to
what the CLGFA should do, the CLGFA shall receive full comfort as if those disclosures may be
the basis for a CLGFA responsibility to make inquiry. Therefore, the CLGFA shall rely upon
Qualified Professionals for such inquiry to the extent reasonable, as discussed below. Third, the
CLGFA shall, through its ofiScials as discussed herein, carefully review the Novato Authority's
Offering Documents to see that there is disclosure of all material information of which the CLGFA
or its officials are aware or should be aware. This three-pronged approach is designed to place the
CLGFA in a position in which it shall have satisfied every admonition that has been given to it by
securities regulatory authorities.

Reliance upon Professionals

The CLGFA shall rely reasonably upon professionals in the Transaction, including both
municipal bond professionals and other experts in specific fields. According to a key SEC staff
member, the CLGFA is entitled to rely on professional experts. He stated:

Of covirse you can rely on experts, lawyers, and financial advisors—just as officials of public
companies do. That reliance, however, must be reasonable. What is fte standard? The Orange
County report says the following:

"In authorizing the issuance of securities and related disclosure documents, a public official may
not authorize disclosure that the official knows to be false; nor may a public official authorize
disclosure while recklessly disregarding facts that indicate that there is a risk that the disclosure
may be misleading."'"

This is, of course, a circular statement that attempts to define the standards of ordinary
care by reference to the recklessness concept, which is based on the standards of ordinary care.
What stands out are the references to (i) the authorization of disclosure documents (which the
CLGFA shall not do in the Transaction, other than authorizing use of its own brief appendix); and
(ii) circumstances in which public companies place reliance on experts ("just as officials of public
companies do").

The private entity in most conduit offerings ... would appear to be the practical party in interest From that
standpoint, the private entity should assume, under normal circumstances, that it has the responsibility for preparing
and developing the necessary information for presentation to investors. Such private entities bear responsibility,
together with underwriters, counsel and certain other parties participating in the offerings. Those other parties would
not appear to include the issuer or its officials under normal circumstances. Indeed, the practice of issuer signature
or approval of the official statement for a conduit offering seems inappropriate at best and dangerous for the issuer
a t w o r s t

R. Doty, State and Authority Debt Financing, "Chapter Disclosure Process in State and Authority Securities
Transactions" at § 8:19 (D. Gelfand, ed., Callaghan & Co., Deerfield, XL, 1988 revision). [Footnotes omitted.]

Paul S. Maco, Director of the SEC's Office of Municipal Securities, "Maco Speaks: What Do Issuers Have to Do to Stay Clean?" The
Bond Buyer at 35 (June 24,1996).
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This raises the question of the standards of care applicable to public companies. The
applicable standard for public companies is stated in Section 11 of the Securities Act of 1933
(which it must be noted is in fact inapplicable to municipal entities). According to Section 11(b),
which provides a defense, reliance is, in general, appropriate if there is "no reasonable groimd to
believe" and no belief in fact that the disclosure document is materially inaccurate or incomplete.
Section 11(c) then tests reasonableness of behavior according to the stricter negligence test of what
a prudent person would do in the management of that person's own property. It should be noted
that this test is the same as the stricter of the two negligence tests potentially applicable to the
CLGFA under Section 17(a) of the Securities Act of 1933 and state securities laws.

While, in the municipal securities market, the "reasonableness" of reliance is not defined,
the potential equivalency of the negligence tests under Section 11(c) and Section 17(a) (and state
securities laws) necessitates conservatism. Accordingly, as in its general overall approach to
inquiry in the Transaction, in its reliance on professionals, the CLGFA shall seek to satisfy again
the strictest possible negligence test that could be applied against it. For this purpose, the CLGFA
will look to general principles, the only guidance available.

Thus, the CLGFA shall carefully consider and determine when it is able to place reliance
upon professionals rendering reports or opinions in the Transaction. General guidance for such
reliance is found in the following criteria adapted from DISCLOSURE ROLES OF COUNSEL IN
State and Local Government Securities Offerings, which criteria are to be applied
herein to permit the CLGFA to rely upon mimicipal bond professionals and other experts when the
following has been demonstrated:"

A. The apparent competency of the professional.

B. A determination whether the subject matter appears to be within the area of the
professional's expertise.

C. The appearance of actual performance by the professional in accordance with
professional standards, based on inquiry and absence of reason to know that the
professional is not performing its responsibilities.

D. An absence of disabling conflicts of interest on the part of the professional or the
C L G F A .

E. Apparent access on the part of the professional to sufficient relevant information
to form a basis for its report or opinion.

F. Clear identification among Transaction parties and disclosure to investors of the
roles being performed by the professional and the extent of reliance.

G. A careful review of the professional's report or opinion.

" Published by a committee of the National Association of Bond Lawyers and two Sections of the American Bar Association, at 68-69 (2d
ed. 1994).
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The foregoing were stated technically in DISCLOSURE ROLES OF COUNSEL with respect
to the reliance of counsel upon other counsel. If the guidance assists those professionals in reljdng
upon each other, then it follows that it would be likely to assist less-knowledgeable laypeople in
their own reliance upon a professional.

One additional criterion is added by the CLGFA to the foregoing list: namely, the
professionals upon whom the CLGFA places reliance must also have a professional understanding
of the disclosure requirements under the federal securities laws, so as to satisfy the SEC's mandate
in that respect.

Reference is made herein to a professional satisfying each of the foregoing criteria as to its
work in the Transaction as a "Qualified Professional."

All professional firms employed in the Transaction, including without limitation, the
underwriters, all counsel (other than counsel to The Benham Group, as the Subordinate Bond
Purchaser), and all financial advisors, shall submit to the Executive Director a written statement as
to why the CLGFA is entitled to rely upon them in accordance with the foregoing criteria. Because
certain of the criteria are likely to have a fluid application during the course of the Transaction, the
Executive Director shall monitor the continuing performance of each of the Qualified
Professionals.

If the Executive Director is satisfied that each mimicipal bond professional and other
expert in the Transaction is a Qualified Professional, she shall make a written report thereon to the
Board of Directors, for which report the Executive Director may be assisted by the CLGFA's
Financial Advisor, except as to itself. If the Board of Directors does not object to any professional
firm's qualifications in this respect, the CLGFA will rely upon the professional work and written
reports and opinions of each of those Qualified Professionals and its own additional independent
inquiries, each as set forth herein.

Thereafter, the CLGFA shall not seek to duplicate the inquiry of those Qualified
Professionals, and shall not seek to verify independently every fact set forth in the Offering
Documents, but rather the CLGFA shall satisfy itself that (i) the Qualified Professionals
reasonably appear to be performing their assigned tasks in a professional manner on a continuing
basis throughout the conduct of the Transaction; (ii) material information known to the CLGFA or
its key officials is disclosed in the Offering Documents; (iii) specific material questions that may
arise are answered through inquiry by CLGFA officials or the Qualified Professionals; and (iv) the
Novato Authority, the Novato Redevelopment Agency and the Park Parties, as the substantive
participants in the Transaction, fully accept and appear to be diligently carrying out through their
own personnel, their respective disclosure responsibilities under the securities laws.

The Executive Director shall bring to the Board of Directors for review any Qualified
Professional whose participation raises material issues imder the foregoing criteria at any time
during the conduct of the Transaction. If the Board of Directors determines at any time during the
Transaction that the professional is not a Qualified Professional for the Transaction, the CLGFA
shall require that a different firm constituting a Qualified Professional shall perform the work
instead.
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M A R I N V A L L E Y M O B I L E C O U N T R Y C L U B P A R K

B Y T H E

N O V A T O F I N A N C I N G A U T H O R I T Y

SPECIFIC INQUIRY STEPS TAKEN BY THE CLGFA

This Plan of Inquiry is adopted by the California Local Government Finance Authority
(the "CLGFA") to assist the CLGFA in pursuing its inquiry in connection with facilitation of a
financing transaction (the "Transaction") for the Novato (California) Financing Authority (the
"Novato Authority") involving the sale of Senior Revenue Bonds, Series 1997A (the "Senior
Bonds") and Subordinate Revenue Bonds, Series 1997B (the "Subordinate Bonds"). The proceeds
of sale of the Bonds are to be used primarily for the acquisition by the Novato Authority of the
Marin Valley Mobile Country Club Park (the "Park") through a loan (the "Loan") to be repaid by
the Novato Authority and the Park Acquisition Corporation of the Marin Valley Mobile Country
Club Park (the "PAC") to be managed by Park residents overseeing Park operations carried out by
Storz Management Company ("Storz"), as professional managers of the Park. Certain capitalized
terms used herein are defined in note 1.'

The CLGFA wishes to take care to undertake the level of inquiry that reasonably may be
required of it and its officials in connection with its facilitation of the Transaction and to document
its efforts. This Plan of Inquiry is intended to provide a road map for the inquiry effort and a
formal record of the care that is exercised by the CLGFA as the Transaction proceeds.
Accordingly, this Plan of Inquiry eniunerates for the Transaction, in a formal and carefully
documented way, certain investigative steps taken or to be taken in the specific identified areas of
potential significance for the Transaction.

This Plan, however, does not attempt, nor is it intended, to represent fully the extent of the
inquiry made with respect to the Transaction by the CLGFA or its officials, employees, consultants
or departments.

* Reference is made herein collectively to the Senior Bonds and the Subordinate Bonds as the "Bonds." Reference is made herein to the

present owners of the Park as the "Present Paik Owners." Reference is made herein to Storz, which is to serve as the professional
management for the Park, as the "Park Management," and to Financial Security Assurance as the "Credit Enhancer." Collective reference
is made herein to the Park, the PAC, the Present Park Owners and the Park Management as the "Park Parties." Collective reference is
made herein to the Offering Statement (the "Offering Statement") and the Private Placement Memorandum (the "Private Placement
Memorandum") used in the offering and sale of the Senior Bonds and the Subordinate Bonds, respectively, as the "Offering Documents."
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1 . A v p l i c a t i o n b y N o v a t o A u t h o r i t y

The Novato Authority shall make application to the CLGFA for the CLGFA's facilitation
of the Transaction. The Novato Authority's application, which may be in the form of its
preliminary and final Offering Documents, shall be supplemented at closing by appropriate
certificates of Transaction participants, reports of bond professionals or other experts, and
opinions of counsel, covering in the aggregate all information in the Offering Documents, to the
effect that the Offering Documents contain all information that may be material for investors in the
Bonds in the light of information provided and do not contain any misstatement of a material fact.
Those certifications and opinions shall recognize that the CLGFA is relying upon the Offering
Documents in determining whether to facilitate the Transaction.

2 . Q u a l i fi c a t i o n s o f P r o f e s s i o n a l s

The CLGFA shall rely upon reports and opinions of professionals in the Transaction. For
this purpose, a procedure shall be followed as set forth herein in which professionals upon which
such reliance is to be placed shall first be determined to be Qualified Professionals.

3 . C r e d i t E n h a n c e m e n t a n d P r i v a t e P l a c e m e n t

The Senior Bonds are intended to be sold in a public offering with appropriate credit
enhancement in the form of bond insurance issued by the Credit Enhancer, and the Subordinate
Bonds are to be sold in a private placement in which The Benham Group (the "Subordinate Bond
Purchaser") specifies in writing that it is not reljdng in any respect whatsoever, directly or
indirectly, upon the credit of, or inquiry made or information provided by, the CLGFA or its
oflic ia ls or the CLGFA Financia l Advisor.

A . C r e d i t E n h a n c e m e n t o f S e n i o r B o n d s

The payment of debt service on the Senior Bonds is to be secured by a first lien mortgage
and a gross pledge (before Park operation and maintenance costs) of Park revenues and is to be
insured by the Credit Enhancer. Due to the issuance of the Credit Enhancer's insurance policy, the
Senior Bonds are to be rated "AAA" by Standard & Poor's Ratings Group ("S&P") and "Aaa" by
Moody's Investors Service "Moody's").

In addition, the underlying Project/program credit is to be rated by S&P and Moody's at
not lower than "A-" and "A3," respectively.

Such enhancement indicates that a sophisticated financial institution (the Credit Enhancer)
is willing to place its credit on the line to stand behind the revenue pledge on the Senior Bonds, as
further enhanced by the subordinate pledge on the Subordinate Bonds. This constitutes an
important additional credit element for the Transaction. In part, it means that a major financial
institution has closely reviewed the Transaction, and is willing to place its financial standing on the
line to support the Senior Bond portion of the Transaction.
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B. Pr ivate Placement of Subordinate Bonds with "Sophist icated Investor" and
I n v e s t o r ' s L e t t e r

The payment of debt service on the Subordinate Bonds is to be secured by a net pledge of
Park revenues (after payment of debt service on the Senior Bonds and Park operations and
maintenance costs and certain ongoing costs associated with the Bonds), and is to be further
secured by a pledge of $130,000 annually of the Redevelopment Agency of the City of Novato (the
"Novato Redevelopment Agency") housing set-aside funds. The Subordinate Bonds are to be
nonrated, and are to be purchased by the Subordinate Bond Purchaser.

The CLGFA shall be assured that the Bonds are to be acquired by the Subordinate Bond
Purchaser in a limited offering in large denominations (no less than $100,000). The Subordinate
Bond Purchaser sha l l execute an investment le t ter addressed to the CLGFA and the CLGFA
Financial Advisor to the effect that the Subordinate Bond Purchaser recognizes that the
Subordinate Bonds are nonrated investments entailing significant risk, and that the Subordinate
Bond Purchaser is a sophisticated institutional investor able to evaluate such risks, is able to
withstand any losses on ±e Subordinate Bonds, and is acquiring the Subordinate Bonds solely for
its own account, and not for the accounts of others. The investment letter shall also recognize that
the CLGFA and its officials and the CLGFA Financial Advisor shall not have provided and shall
not be held responsible to the Subordinate Bond Purchaser for inquiry or information regarding the
Bonds or the Transact ion. Transfer of the Subordinate Bonds shal l be restr ic ted in the Trust
Indenture and on the face of the Subordinate Bonds to other such sophisticated institutional
investors executing such investment letters and shall not be made in denominations under
$100,000.

4 . P r e s e n t a t i o n t o t h e M a r k e t

A . O f f e r i n g D o c u m e n t s a s t h e N o v a t o A u t h o r i t v ' s D o c u m e n t s

The Novato Authority, the Novato Redevelopment Agency and the Park Parties are to be
the beneficiaries of the Transaction, and the Novato Authority, the Novato Redevelopment Agency
and the PAC are to provide the substantive revenues (Park revenues and the Novato
Redevelopment Agency housing set-aside funds) to be used to pay debt service on the Bonds, with
enhancement added by the Credit Enhancer. Thus, it is the most appropriate presentation to the
market for the Offering Documents to emphasize the roles of the Novato Authority, the Novato
Redevelopment Agency and the Park Parties. The Ofiering Documents shall be viewed as the
Novato Authority's documents, not the CLGFA's.

B . C L G FA ' s R o l e a s F a c i l i t a t o r . N o t S u b s t a n t i v e I s s u e r

The CLGFA will facilitate the Transaction, but shall do no more. The Bonds shall be paid
from revenues pledged and credit enhancement issued, as described above. Accordingly, CLGFA
information identifying it and indicating briefly its limited facilitating role shall be of only
incidental significance, and shall be placed in appendices to the Offering Documents, but the
CLGFA shall not be involved in the authorization, approval or dissemination of the Offering
Dociunents. Accordingly, a legend shall be placed prominently in the Offering Documents advising
investors substantially as follows;
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The CLGFA and its financial advisor, American Government Financial Services
Company, have not participated in the preparation of or approved the use of this [Offering
Statement] [Private Placement Memorandum], have assumed no responsibility herefor, and make
no representation or warranty, express or implied, with respect hereto or the accuracy or
completeness of any information herein. The information contained herein has not been provided by
or derived in any way from the CLGFA or its financial advisor (except as contained in Appendix

). The role of the CLGFA in this transaction is solely to act as a facilitator for the substantive
parties.

C . R e v i e w . A u t h o r i z a t i o n a n d A p D r o v a l o f D i s s e m i n a t i o n . S i g n a t u r e a n d
C e r t i fi c a t i o n , o f O f f e r i n g D o c u m e n t s b v t h e N o v a t o A u t h o r i t v a n d P a r k
P a r t i e s

The Novato Authority, the Novato Redevelopment Agency and the Park Parties shall
review the Offering Documents, and the Novato Authority shall authorize and approve the
dissemination of, and execute and certify, the Offering Documents. Since the Offering Documents
shall not be the CLGFA's documents, the CLGFA shall not authorize or approve the dissemination
of, or execute or certify, the Offering Documents, although as set forth herein, the CLGFA and its
officials and the CLGFA Financial Advisor shall conduct inquiry regarding the Offering
Documents .

Since the Offering Documents are not the CLGFA's documents, the CLGFA shall not
provide a "deemed final" certificate under SEC Rule 15c2-12 regarding the Offering Documents or
any certificate relating to the material accmacy or completeness of information in the Offering
Documents (except as contained in the CLGFA's appendices). The underwriters shall look to the
Novato Authority, the Novato Redevelopment Agency and the Park Parties for all certifications of
information in die Offering Documents (other than the CLGFA's appendices or information
provided by third parties, such as the Credit Enhancer and investment providers, which shall be
responsible for the information they provide). The certifications shall state that the Novato
Authority, the Novato Redevelopment Agency and the Park Parties recognize that the CLGFA is
relying upon their certifications in determining whether to facilitate the Transaction. Due to the
relative level of disclosure on the Project, the Offering Documents shall contain at appropriate
location(s) a legend substantially as follows:

The information provided herein regarding the Project is based on available information
provided by . Information regarding the Project is incomplete. There are no
audited financial statements for the Project. No other data regarding the Project are available in
reliable form, in that no party is willing to certify or provide any additional Project information.
Investors should rely, in making their investment decisions, solely upon the information provided
herein and the credit enhancement for the Bonds.

The Novato Authority's Peer Review Team shall provide written reports on the
Transaction to the Novato Authority regarding results of their analyses within their respective
fields of expertise, and such reports shall state that the CLGFA and its officials and financial
advisor are entitled to rely on such reports. The CLGFA and the CLGFA Financial Advisor shall
receive copies of such reports.
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In the absence of "red flags," the CLGFA shall rely on the reports and certifications of and
to the Novato Authority and the Park Parties regarding their respective disclosures and the
Transaction and, as set forth herein, on the work, reports and opinions of Qualified Professionals.

5 . C L G F A ' s F a c i l i t a t i o n R o l e

Given certain recent controversies in California regarding the use of authorities, such as
CLGFA, for projects for nonmembers, the Novato Authority is joining the CLGFA as either a full
or an associate member. CLGFA shall also receive an opinion of Bond Counsel to the effect that
CLGFA is acting appropriately imder California law in accepting its fee for facilitating the
Transaction. Such opinion may be based upon a certificate of Ihe CLGFA's Executive Director
breaking out the CLGFA's administrative and other costs associated with the Transaction.

Because the CLGFA shall be facilitating the Transaction on the understanding with the
Novato Authority, the Novato Redevelopment Agency and the Park Parties and their respective
legal counsel and financial or other advisors and the underwriters that the CLGFA shall have no
risk or liability whatsoever, direct or indirect, the CLGFA shall receive appropriate written
representations from Bond Counsel that all relevant market guidance which has been the subject of
favorable formal comment by the SEC and which shall bear upon disclosures in municipal finance
transactions involving revenue bonds shall have been reviewed and taken into account in making
determinations of information that may be material for disclosure. Such guidance includes
specifically, among other sources, to the extent material to the Transaction, recommendations or
suggestions in the DISCLOSURE GUIDELINES FOR STATE AND LOCAL GOVERNMENT
Securities, published by the Government Finance Officers Association, and the DISCLOSURE
Handbook for municipal Securities, published by the National Federation of Municipal
Analysts. It shall not be necessary for such representations to state that all items set forth as
recommendations or suggestions in such guidance have been specifically included in the Offering
Docmnents, but rather that such guidance shall have been taken into account in determining the
information provided.

B . C r e d i t E n h a n c e r

Information on the Credit Enhancer shall be considered relevant and important for
presentation in the Offering Statement. Information on the Credit Enhancer's parent holding
company is to be incorporated by reference into the Offering Statement firom public filings made
with the SEC. Investors shall be given the address and telephone number of the offices through
which the investors may readily obtain copies of such information incorporated by reference.

The CLGFA shall receive certification by the Credit Enhancer (or alternatively, a
satisfactory opinion of coiuisel) that materially complete and accurate disclosure shall have been
made in the Offering Statement regarding the Credit Enhancer. Such certificate (or opinion) may

^ contemplate the material accuracy and completeness in the aggregate of the Credit Enhancer's
information stated explicitly in the Offering Statement itself, taken together with the information
incorporated by reference and made available to investors by the Credit Enhancer.
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Alternatively, the CLGFA shall receive, in addition to the Credit Enhancer's standard
certifications, an opinion of nationally-recognized bond counsel to the effect that the CLGFA, its
Board members and staff, and the CLGFA Financial Advisor have no legal responsibility imder
federal or state securities laws or common law to make inquiry or gain assurances regarding
whether the Credit Enhancer's information in the Offering Documents omits to state a material fact
necessary in order to make the statements made, in the light of the circumstances under which they
are made, not misleading, or that the CLGFA, its Board members and staff, and the CLGFA
Financial Advisor have satisfied all legal responsibilities they may have under such laws by receipt
from the Credit Enhancer of the Credit Enhancer's standard certifications.

The Executive Director and the CLGFA Financial Advisor are directed to consult with the
members of the Executive Board regarding any other options that may be available to gain
reasonable satisfaction on the Credit Enhancer's disclosures.

The Credit Enhancer shall also recognize in writing that it is not looking to the CLGFA for
any credit support, information (except as stated in the CLGFA's appendix to the Offering
Documents) or inquiry whatsoever regarding the Transaction, including without limitation, the
Project, any parties or the Bonds.

C . I n f o r m a t i o n o n I n v e s t m e n t s o f T r a n s a c t i o n P r o c e e d s

After Orange County and other events in the market relating to investments (e.g.,
Executive Life Insurance), investment prowder information as to investments of Bond sale
proceeds also has assumed an important role. Monies in the Reserve Fund will be invested. If the
Reserve Fund were to experience losses, there would be a need to replenish it. The ability of the
Novato Authority, the Novato Redevelopment Agency or the PAC to provide replenishing funds at
some future date is unclear.

Consequently, as in the case of the Credit Enhancer's information, information on
investment providers shall also be relevant. As with the Credit Enhancer, incorporation by
reference of information on the investment providers may be utilized.

The CLGFA shall receive certification by investment providers (or alternatively, a
satisfactory opinion of coimsel) that appropriate disclosure shall have been made regarding the
investment providers. Such certificate (or opinion) shall contemplate the material accuracy and
completeness in the aggregate of the investment provider's information stated explicitly in the
Offering Documents themselves, taken together with any information incorporated by reference and
made available to investors by the investment providers.

Alternatively, the CLGFA shall receive an opinion of nationally-recognized bond counsel
to the effect that the CLGFA, its Board members and staff, and the CLGFA Financial Advisor
have no legal responsibility vmder federal or state securities laws or common law to make inquiry
or gain assurances regarding whether the investment provider's information in the Offering
Documents is accurate in all material respects or omits to state a material fact necessary in order to
make the statements made, in the light of the circumstances under which they are made, not
misleading, or if the investment provider provides standard certifications, that the CLGFA, its
Board members and staff, and the CLGFA Financial Advisor have satisfied all legal
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responsibilities they may have under such laws by receipt from the investment provider of the
investment provider's standard certifications.

The Executive Director and the CLGFA Financial Advisor are directed to consult with the
members of the Executive Board regarding any other options that may be available to gain
reasonable satisfaction on the investment provider's disclosures.

7 . O r i e n t a t i o n o f T r a n s a c t i o n D o c u m e n t a t i o n

A . N o v a t o A u t h o r i t y a s S u b s t a n t i v e I s s u e r

As with the Offering Documents, the role of the Novato Authority, the Novato
Redevelopment Agency and the Park Parties, as the beneficiaries, and the Novato Authority (in
part acting through the PAC), the Novato Redevelopment Agency and the Credit Enhancer, as the
providers of the substantive credit support for the Transaction shall be recognized throughout the
Transaction dociunentation. The role of the CLGFA as no more than a Transaction facilitator shall
also be fully recognized.

B. Bond Purchase Agreement between Underwriters and Novato Authority

The Bond Purchase Agreement is one specific example of the foregoing general rule that
the Novato Authority's principal role shall be given due recognition and emphasis in the
Transaction documentation. In this instance, the Agreement shall be between the Novato Authority
and the underwriters. There is no need for the CLGFA to be a party to the principal portion of the
Agreement, although the CLGFA shall indicate in an appendix that it accepts the Agreement
between those parties. There shall be no need for the CLGFA to approve the Bond Purchase
Agreement, except for its appendix to the Agreement discussed below.

All representations and agreements tjpically made in a Bond Purchase Agreement from the
point of view of an "issuer" shall be made by the Novato Authority. All representations regarding
the Offering Documents (other than the CLGFA's appendix) and agreements to amend it shall also
be made by the Novato Authority, rather than the CLGFA.

Insofar as the CLGFA's role is concerned, any representations it makes in its appendix to
the Bond Purchase Agreement shall be appropriately limited to representations relating generally to
due approval, execution and delivery of Transaction documentation, absence of litigation and the
information provided briefly by the CLGFA in an appendix to the Offering Documents.

8 . CLGFA In te rna l Rev iew P rocedu res

A. Adequate Time to Review Documents.

Given the SEC's views on municipal corporate govemance, it is important for key CLGFA
officials, including without limitation, the Executive Director and members of the Board of
Directors, to have adequate time to review final documents, especially the Offering Documents.
This means that CLGFA officials must have sufficient time to review documents personally, even
though their respective staffs and consultants may have conducted reviews and may recommend
actions. Among other things, an adequate review is essential to afford key CLGFA staff and
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members of the Board of Directors the capability of asking appropriate questions regarding the
Transaction the CLGFA is facilitating.

If members of the Board of Directors or other key CLGFA officials "know" or "should
know" some fact of potentially material importance, they should have full confidence that it is
disclosed. In this connection, among other subjects, the SEC's actions in Orange County focused
on the ability to pay (including the indirect impact on that ability of investment risks and changes
in the investment pool, as well as the general financial health of the County), conflicts of interest,
and tax-exemption of the securities. In Maricopa County, the SEC emphasized changes in fund
balances available to pay debt service or affecting the general funds of the County (even though the
County was required to raise property taxes, if necessary, to pay debt service) and the uses of
proceeds of securities offerings. Other SEC enforcement actions have repeatedly highlighted the
SEC's views on the materiality of disclosure of conflicts of interest.

B . R e v i e w b v C L G F A F i n a n c i a l A d v i s o r

The CLGFA is employing in the Transaction the CLGFA Financial Advisor with
substantial municipal securities disclosure experience. The CLGFA Financial Advisor shall review
the Offering Documents for the Transaction with a view to determining whether it is able to
identify "red flags" requiring further inquiry. The CLGFA Financial Advisor shall rely reasonably
on Qualified Professionals, such as, for example, the underwriters and legal counsel, for direct
detailed inquiry regarding the Novato Authority, the Novato Redevelopment Agency, the Park
Parties, the Credit Enhancer and investment providers and verification of information provided by
those entities.

The CLGFA Financial Advisor shall review and negotiate professional reports and
opinions on behalf of the CLGFA to make determinations as to whether Qualified Professionals
shall appear to have been carrying out their tasks in an independent professional manner and the
absence of "red flags" therein requiring further inquiry. The CLGFA Financial Advisor shall report
in writing to the CLGFA on such reviews.

The CLGFA Financial Advisor shall be independent of any interest in the Transaction
other than representation of the CLGFA, and to that end, payment of its fee and expenses shall not
be contingent upon favorable action by the Board of Directors or the completion of the
Transac t ion .

C . R e v i e w b v K e v S t a f f

The Executive Director shall review the Offering Documents to determine whether she is
able to identify "red flags" that may require further inquiry. The Executive Director shall report in
writing to the CLGFA on such reviews.

The CLGFA and its officials shall not be responsible for verifying affirmatively every fact
stated in the Offering Dociunents nor for duplicating the work of Qualified Professionals. The
review by CLGFA officials shall be for the purpose of determining whether they may have
knowledge of material information that should be disclosed in the Offering Documents. If a matter
arises requiring further inquiry in the view of a CLGFA official, that inquiry may appropriately be
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made by that ofBcial or may be referred, if the official so chooses, to a Qualified Professional who
shall make due inquiry and report to the official on that matter.

D . R e c o m m e n d a t i o n s t o B o a r d o f D i r e c t o r s b v P r o f e s s i o n a l s a n d K e v S t a f f

Following the foregoing reviews, the Executive Director shall make her written
recommendation to the Board of Directors regarding the Transaction. The CLGFA Financial
Advisor shall also make written recommendations.

E . R e v i e w b v M e m b e r s o f t h e B o a r d o f D i r e c t o r s

The Transaction documentation, including without limitation the Offering Documents,
shall be reviewed by the members of the Board of Directors prior to taking final action on the
CLGFA's facilitation of the Transaction. For this review to be conducted, the documents shall be
sent to the members of the Board of Directors at least seven days in advance of the final action by
them.

The CLGFA and members of the Board of Directors shall not be responsible for verifying
affirmatively every fact stated in the Offering Documents nor for duplicating the work of Qualified
Professionals. The review by members of the Board of Directors shall be for the purpose of
determining whether they may have knowledge of material information that should be disclosed in
the Offering Documents. If a matter arises requiring further inquiry in the view of a member of the
Board of Directors, that inquiry may appropriately be made by that member or referred, if the
member so chooses, to a Qualified Professional who shall make due inquiry and report to the
member on that matter.

F . O p D o r t u n i t v t o A s k Q u e s t i o n s

At the meeting of the Board of Directors at which the final action on the Transaction is to
be taken, a full presentation shall be made to the Board of Directors by the underwriters, legal
counsel, the Novato Authority, the Novato Redevelopment Agency, the Park Parties, the CLGFA
Financial Advisor, the Executive Director and other relevant parties and professionals.

Following the presentation, and the delivery of the reports of the Executive Director and
the CLGFA Financial Advisor on the results of their inquiries conducted by and on behalf of the
CLGFA pursuant to this Plan of Inquiry, the members of the Board of Directors shall be afforded a
full opportunity to ask questions and receive necessary assurances. Such opportunity shall also be
afforded to individual members of the Board of Directors who wish to utilize the opportunity to ask
questions prior to the meeting of the Board of Directors. In the event that there is not an adequate
response to questions, or if for any other reason the members of the Board of Directors are not
fully comfortable with proceeding to facilitate the Transaction, final action shall not be taken or
shall be delayed to a future date.

9 . R e p o r t s a n d O p i n i o n s

The general criteria that the CLGFA shall employ in determining to rely on a Qualified
Professional are set forth earlier herein. As set forth herein, the CLGFA shall review criteria
applicable to each Qualified Professional upon whom it relies and the work of that Qualified
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Professional during the conduct of the Transaction in determining whether to engage in such
rel iance.

A . O p i n i o n s o f C o u n s e l W r i t i n g O f f e r i n g D o c u m e n t

The Offering Documents are to be written by Bond Counsel, acting as Disclosure Counsel.
This procedure, together with necessary and desirable investigative activities, shall be such as to
enable that counsel to render an opinion to the CLGFA regarding the Transaction.

The CLGFA shall receive an opinion of such counsel regarding the material accuracy and
completeness of the Offering Documents. The opinion shall be addressed to the CLGFA and the
CLGFA Financial Advisor. This shall provide the CLGFA with a basis for additional comfort
regarding the Offering Documents.

The opinion shall, among other things, (i) recognize the drafting role of such counsel in the
preparation of the Offering Documents; (ii) indicate that such counsel has made all necessary
inquiry in discussions with key officials of the Novato Authority, the Novato Redevelopment
Agency and the Park Parties, and has reviewed all documents of the Novato Authority, the Novato
Redevelopment Agency and the Park Parties deemed by such counsel to be relevant for review; (iii)
speak to material accuracy and completeness of information on investments and the Credit
Enhancer, as contemplated herein; (iv) incorporate the assurances, discussed above, regarding
taking into account relevant market guidance; and (v) specifically state that the counsel has
reviewed SEC Releases 34-26100, 53 F.R. 37778 (September 28, 1988) and 34-26985, 54 F.R.
28799 (July 10, 1989) in cormection with such opinion as to the relevance of information on
underlying credits in credit enhanced financings, particularly when the rmderlying credit, such as
the Project, may be viewed as unseasoned.

The opinion of such counsel may be framed in traditional negative terms to the effect that,
after carrying out specified inquiry, such coimsel is not aware of material misstatements in or
omissions from the Offering Documents; provided that such counsel shall state such counsel's
drafting and investigative roles respecting the Offering Dociunents and shall express the opinion
that (i) in reaching such conclusions, such counsel shall have imdertaken all inquiry deemed by
such counsel to be reasonably necessary or desirable under the federal and any applicable state
securities laws; and (ii) there has been specific focus by such counsel on the general pattern of
disclosure in the Offering Documents by the Park Parties, the Novato Authority, the-Novato
Redevelopment Agency, the Credit Enhancer and investment providers and, in its appendices to the
Offering Documents, the CLGFA. The opinion need not speak to financial infoimation or other
matters reasonably outside such coimsel's expertise.

B. Representations bv Underwriters as to Their Inauirv

Because the offering is a conduit financing, and the CLGFA does not have direct access to
information on the Novato Authority, the Novato Redevelopment Agency or the Park Parties, the
CLGFA must rely upon inquiry by other skilled and independent experts. The Securities and
Exchange Commission has indicated its views that imderwriters are to have a reasonable basis for
believing the key information provided, thus imposing on the underwriters, in the view of the SEC,
a responsibility to make inquiry. Moreover, since the Park is an unseasoned credit, under those
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interpretations, the underwriters may have a heavier inquiry burden than would be otherwise be the
case. Thus, in any event, the underwriters are required, in the view of the SEC, to conduct an
inquiry regarding the information disclosed in the Offering Documents sufficient to meet the
reasonable basis test.

The CLGFA, therefore, shall receive a representation from the underwriters, constituting a
Qualified Professional, as to (i) the underwriters' conduct and completion of all inquiry required of
the underwriters under federal and state securities laws respecting information in the Offering
Documents and of the Novato Authority, the Novato Redevelopment Agency and the Park Parties,
the Credit Enhancer and investment providers in order to determine what information should be
included in the Offering Documents; and (ii) the underwriters' recognition that the CLGFA is
relying upon the imderwriters to conduct an appropriate inquiry in that regard. Such
representations may be made in the Bond Purchase Agreement.

Among other things, without limitation, the representation of the imderwriters shall specify
that, as a part of the underwriters' inquiry, the underwriters shall have reviewed appropriate
financial and other information of each of the parties described in the preceding paragraph and
other information in the Offering Documents or otherwise potentially material.

C. Written Consents for References to Exnerts in Offering Documents

Common practice dictates that the form of opinion of Bond Counsel in the Transaction
shall be included in the Offering Documents. Based upon practices in nonmunicipal securities
transactions with respect to receipt of written consents as a foundation for inclusion of opinions
and reports in Offering Documents and reliance thereon, and having in mind the absence of
guidance fi^om the SEC as to the standards of ordinary care to be applied, the CLGFA shall receive
the written consent of Bond Counsel for such inclusion in order to remove any questions as to the
appropriateness of such inclusion and reliance.

Such written consents shall also be received by the CLGFA from all other professionals to
whose work reference is made in the Offering Documents, which consents shall recognize the
CLGFA's reliance on such experts in their fields and shall specifically approve the language in the
Offering Documents regarding them and their work.

D . O p i n i o n o n D o c u m e n t D e s c r i p t i o n s i n O f f e r i n g D o c u m e n t s

Descriptions of certain Transaction documents shall be a required part of the Offering
Documents. It is noted that, in Orange County, one of the specific material omissions cited by the
SEC against the County and its officials was a failure to disclose the existence of a cap on interest
rates on the County's notes.

It is a logical and efficient task for Bond Counsel to prepare the descriptions of
Transaction documents because Bond Counsel is skilled at drafting, already has the document
provisions on its wordprocessing system, and would be charged with a finite task. The CLGFA
shall receive an appropriate opinion of Bond Counsel to the effect that the document descriptions in
the Offering Documents are materially accurate and complete, which opinion shall explicitly
recognize that Bond Counsel has written such descriptions.
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L e g a l O p i n i o n s f r o m C o u n s e l t o N o v a t o
Redevelopment Agency and the Park Part ies

A u t h o r i t t h e N o v a t o

The CLGFA shall receive written opinions of legal counsel to each of the Novato
Authority, the Novato Redevelopment Agency and the Park Parties regarding specified matters,
including without limitation, due authorization, execution and delivery of Transaction documents to
which such counsel's client is a party and, in the case of the Novato Authority, the Offering
Documents; due authorization of use of the information of such counsel's client in the Offering
Documents; the absence of pending or threatened litigation and governmental investigations;
material accuracy and completeness of such counsel's client's information in the Offering
Documents (which may be expressed in negative terms to the effect that nothing shall have come to
their attention to the contrary); and other matters reasonably deemed relevant by or on behalf of the
C L G F A .

1 0 . R a t i n e L e t t e r s r e e a r d i n s t h e S e n i o r B o n d s

The CLGFA shall receive letters from Standard & Poor's Ratings Group and Moody's
Investors Service confirming the "AAA" and "Aaa" ratings, respectively, on the Senior Bonds.

11 . D isc losu re to Inves to rs o f Ro les o f Mun ic ipa l Bond Pro fess iona ls and Othe r Exper t s

The Offering Documents shall make disclosure to investors of the roles in the Transaction
of the municipal bond professionals and other experts, so as to facilitate the ability of the CLGFA
to rely on those participants xmder the criteria described herein for reliance on professionals.
Written consents of such professionals and other experts shall be obtained as to the references to
them in the Offering Documents and the descriptions therein of their work and their professional
opinions or conclusions.

1 2 . S t a t e S e c u r i t i e s L a w C o m p l i a n c e

The CLGFA shall receive adequate written assurances from the underwriters or their
counsel that there shall have been full compliance with applicable registration or qualification
requirements of state securities laws. The Novato Authority shall make any registration or
qualifications with state securities authorities, and the CLGFA shall have no responsibility
therefor. In the event a particular State requires registration or qualification by the CLGFA, the
Bonds shall not be offered for sale in that State.

1 3 . R u l e 1 5 c 2 - 1 2 C o m p l i a n c e

The CLGFA shall receive a representation from the imderwriters as to the underwriters'
compliance with the requirements of SEC Rule 15c2-I2. Such representation may be made in the
Bond Purchase Agreement.

1 4 . P o l i t i c a l C o n t r i b u t i o n s

The SEC has placed a special focus on disclosure of political contributions by municipal
securities transaction participants. Therefore, the CLGFA shall receive written representations
from each professional firm serving in the Transaction, the Park Parties, the Novato Authority, the
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Novate Redevelopment Agency, the City of Novato and the Novato Redevelopment Agency either
that (i) no political contributions or gifts have been received by the Novato Authority, the Novato
Redevelopment Agency or the City of Novato, or any of their elected or key administrative officials
in the past two years from or on behalf of any professional finn serving in the Transaction or the
Park Parties, or (ii) such contributions shall have been disclosed in the Offering Documents. The
Executive Director, the CLGFA Financial Advisor and the members of the Board of Directors of
CLGFA shall also give such representations. In the case of the underwriters, the representations
shall also state that there has been compliance with Municipal Securities Rulemaking Board rules
relating to political contributions relevant to the Transaction.

1 5 . C o n t r a c t u a l A r r a n s e m e n t s w i t h C L G FA F i n a n c i a l A d v i s o r

The CLGFA Financial Advisor has entered into a contract with the CLGFA for the
payment by the CLGFA of fees that are not contingent on the completion of the Transaction. The
CLGFA Financial Advisor is independent, and has no obligations in the Transaction to any party
other than to protect the interests of the CLGFA.

Appropriate disclosure shall be made in the CLGFA's appendix to the Offering
Documents regarding contractual arrangements between the CLGFA and the CLGFA Financial
Advisor, which in any event shall disclose the noncontingent fee arrangements.

1 6 . I n d e m n i fi c a t i o n a n d E x c u l p a t i o n I s s u e s

The CLGFA is to be indemnified for any and all costs and liabilities that the CLGFA may
incur at any time in connection with the Transaction and, to that end, secured by any and all City
of Novato Redevelopment Agency housing set-aside funds and Park revenues (after payment of
debt service on the Bonds and Park operations and maintenance costs). The CLGFA shall not
indemnify any party in connection with the Transaction, including without limitation, the Trustee,
the Novato AuAority, the City of Novato, the Novato Redevelopment Agency, the Park Parties, the
underwriters or other Transaction participants.

The CLGFA shall not accept exculpatory provisions that enable parties to the Transaction
to escape reasonable responsibilities. For example, provisions exculpating the Trustee from
responsibility for its gross negligence shall not be acceptable.

1 7 . C o n t i n u i n s D i s c l o s u r e R e s p o n s i b i l i t i e s

As indicated above, continuing disclosure agreements and responsibilities, required imder
SEC Rule 15c2-12 with respect to the Senior Bonds, shall be placed on the Novato Authority, the
Novato Redevelopment Agency and the PAC, rather than on the CLGFA because the CLGFA shall
not support or be obligated to support, in any way, payment of debt service on the Bonds. Since the
Park revenues and Novato Redevelopment Agency housing set-aside funds are to support such debt
service, that arrangement will constitute the Novato Authority, the Novato Redevelopment Agency
and the PAC as "obligated persons" within the meaning of SEC Rule 15c2-12, and the Novato
Authority, the Novato Redevelopment Agency and the PAC shall be required to enter into
continuing disclosure undertakings under the Rule. The CLGFA's sole continuing disclosure
responsibility shall be to update, if needed, the information provided by the CLGFA in the
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appendix to the Offering Documents and provide financial statements, if Bond Counsel concludes
and advises the CLGFA in writing that such disclosure is required.

C O N C L U S I O N

This Plan of Inquiry is directed toward the CLGFA's activities in making inquiry
regarding the Transaction. The CLGFA's efforts are to be recorded in a Final Report to the Board
of Directors discussing certain steps actually taken and the results of those activities by and on
behalf of the CLGFA.
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Februarv 21, 1997

Ms. Marcia L. Basque
Execut ive D i rec to r
California Local Government Finance Authority
1020 12* Street, Suite 400
Sacramento. CA 95814

Dear Marc ia:

I am enclosing for your records of the Board meetinij a copy of the Plan of Inquiiy ifor tlie
Novato transaction. This has one minor change as to the Subordinate Bonds. Tlie minimum
denomination in the documents approved by the Board is $100,000, although earlier $250,000 had been
contemplated. This copy accommodates that change. The change is not an issue, since $100,000
represents a substantial minimum investment, and $100,000 is the amount set forth in the SBC's Pv.ulc
15c2-12 for private placements.

By a copy of this letter, I am for\\-arding the Plan to Scott Beck for the Bond transcript.

Yours veiy truly,
A m e t i c a n G o v e m r r t & n f F i n a n c i a l S e i v i c e s

Robert W. Doty
Pres ident

cc: Scott H. Beck, Esq.

Excellence and integrity in Service •



O^ifornia Rural
i^^me Mortgage
inance Authority

20 12th Street, Suite 400
l a c r a m e n t o , C A 9 5 8 1 4

(916)447-4806
(916) 448-3154 (fax)

O F F I C E R S
C H A I R M A N

T h o m a s F a r n e h i
Mono County

V I C E C H A I R
T h o m a s Tr y o n

Ca laveras Coun ty

E X E C U T I V E D I R E C T O R
M a r c i a L . B a s q u e

R C R C / J P A

L E G I S L AT I V E A D V O C AT E
Les H. Cohen

R C R C / J P A

April 16, 1997

First Trust of California
San Francisco, California

Novato Financing Authority
Novato, California

$15,485,000
SENIOR REVEMJE BONDS, SERIES 1997A

(MARIN VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E N O VATO F I N A N C I N G
AUTHORITY (CALIFORNIA) FACILITATED BY THE

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E
A U T H O R I T Y

$1,565,000
SUBORDINATE REVENUE BONDS, SERIES 1997B
(MARIN VALLEY MOBILE COUNTRY CLUB PARK

ACQUISISTION PROJECT)
I S S U E D F O R T H E B E N E F I T O F T H E N O VATO F I N A N C I N G

AUTHORITY (CALIFORNIA) FACILITATED BY THE
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E

A U T H O R I T Y

Ladies and Gentlemen;

P R O G R A M D I R E C T O R
A N D C O M P L I A N C E R E V I E W

M A N A G E R
M a r g o J o n e s

RCRC/JPA

J P A M E M B E R

Alpine
Amador
Calaveras
Colusa
D e l N o r t e

£I Dorado
Glenn
Inyo
L a k e

Lassen
Madera
Mariposa
Merced

C O U N T I E S
M o d o c

M o n o

N e v a d a
Placer

P l u m a s

San Benito
S h a s t a

Sierra
Siskiyou
T e h a m a

Trinity
Tuolumne •

Yo l o

Pursuant to the Trust Indenture, dated as of March 1, 1997
(the "Indenture") by and between the California Local Government
Finance Authority ("CLGFA") and First Trust of California,
National Association, as trustee (the "Trustee") this letter will serve
as CLGFA's notice as to the amount of CLGFA's annual fee to be

paid according to the provisions of Section 5.03(b)(vii) or Section
5.03(c)(vii), as applicable, in connection with the above issuance of
Bonds. CLGFA's annual fee in connection with the above issuance
of Bonds $7,500,000.

Very truly yours.

Marcia L. Basque
Executive Director

A Joint Powers Authority of the Regional Council of Rural Counties



AGREEMENT #2891A

J O I N T E X E R C I S E O F P O W E R S A G R E E M E N T

N O V A T O F I N A N C I N G A U T H O R I T Y

THIS AGREEMENT, dated October 15, 1996, and amended on November 4,1996, is by
and between the City of Novato (the "City") and the Redevelopment Agency of the City of
Novato (the "Redevelopment Agency"), each duly organized and existing under the laws of the
State of California;

W I T N E S S E T H :

WHEREAS, the City and the Redevelopment Agency are each authorized to own, lease,
purchase, receive and hold property necessary or convenient for their governmental operations
and purposes; and

WHEREAS, the financing of the acquisition of property by the City and the
Redevelopment Agency acting separately may result in duplication of effort, ineflBciencies in
administration, and excessive cost, all of which, in the judgment of the City and the
Redevelopment Agency, could be eliminated if the financing of the acquisition of property were
capable of being performed through a single public agency; and

WHEREAS, Articles 1 through 4 of Chapter 5 of Division 7 of Title 1 of the California
Government Code (the "Act") authorizes public agencies to enter into joint exercise of powers
agreements to assist in the financing of public capital improvements; and

WHEREAS, the City and the Redevelopment Agency intend to enter into a Joint Exercise
of Powers Agreements (the "Agreement") under the Act to assist in financing the acquisition, and
the operation and maintenance of mobilehome parks in the City;

NOW THEREFORE, in consideration of the above premises and of the mutual promises
herein contained, the City and the Redevelopment Agency do hereby agree as follows:

A R T I C L E I

D E F I N I T I O N S

Section 1.01. Definitions. Unless the context otherwise requires, the words and terms
defined in this Article I shall, for the purpose hereof, have the meanings herein specified.

"Act" means Articles 1 through 4 (commencing with Section 6500) of Chapter 5, Division
7, Title 1 of the California Government Code.

JOINT EXERCISE AGREE November 11, 1996 1



"Agreement" means this Agreement.

"Bond Law " means the Marks-Roos @ Bond Pooling Act of 1985, being Article 4 of the
Act (commencing with Section 6584), as now in effect or hereafter amended. Article 2 of the Act
as now in effect or hereafter amended, or any other law available for use by the Financing
Authority in the authorization and issuance of bonds to provide for the financing of Obligations
and/or Public Capital Improvements.

"Board" means the Board of Directors referred to in Section 2.04, which shall be the
governing body of the Financing Authority.

"Bonds" means bonds of the Financing Authority issued pursuant to the Bond Law.

"Financing Authority" means the Novato Financing Authority, which is the joint powers
authority created under and by this Agreement.

"Fiscal Year" means the period from July 1st to and including the following June 30th.

"Me/wierj "means the City and the Redevelopment Agency.

"Mobilehome" has the meaning given to the term "Mobilehome" in Section 18008 of the
C a l i f o r n i a H e a l t h a n d S a f e t y C o d e . _

"Mobilehome Parks" has the meaning given to the term "mobilehome park" in Section
18214 of the California Health and Safety Code.

"Obligation^ has the meaning given to the term "Bonds" in Section 6585(c) of the Bond
L a w .

A R T I C L E n

G E N E R A L P R O V I S I O N S

Section 2.01. Purpose. This Agreement is made pursuant to the Act providing for the
joint exercise of powers conunon to the City and the Redevelopment Agency, and for other
purposes as permitted under the Act, the Bond Law, and as agreed by one or more of the parties
hereto. The purpose of this Agreement is to provide for the financing, refinancing, acquiring,
planning, undertaking, constructing, improving, developing, maintaining, and operating land on
which privately owned mobilehomes or a mobilehome park with privately owned mobilehomes
are, or may be, located in the City of Novato and all buildings, improvements and equipment
related thereto. Financing or refinancing includes, but is not limited to, the purchase by the
Financing Authority of obligations of the City and the Redevelopment Agency and/or the lending
of funds by the Financing Authority to the City and/or the Redevelopment Agency.

JOINT EXERCISE AGREE November 11,1996 2



Section 2.02. Designation of Authority. Pursuant to the Act, there is hereby created and
designated a public entity to be known as the "Novato Financing Authority." The Financing
Authority shall be a public entity separate and apart from the City and the Redevelopment
Agency, and shall administer and execute this Agreement.

Section 2.03. Board of Directors. Pursuant to the bylaws of the Financing Authority, the
Financing Authority shall be administered by a Board initially composed of five (5) Directors, two
of which shall be appointed by the City Council of the City of Novato who shall be council
members, officers or employees of the City, two of which shall be selected initially from the
residents of the Marin Valley Mobile Country Club Park ("Marin Valley Park") by the Board of
Directors of the Park Acquisition Corporation of Marin Valley Mobile Country Club and
thereafter by election of the residents of the Marin Valley Park, and one of which shall be
appointed by the City Council of the City of Novato who shall not be a council member, officer or
employee of the City or a person whose primary residence is located at a mobilehome park owned
and/or operated by the City or the Financing Authority; provided, however, that at no time shall
more than one Board member be an owner of a mobilehome park. In any election of directors by
the residents of the Marin Valley Park, for each mobilehome located in the Marin Valley Park,
only one vote may be cast, irrespective of the number of persons occupying, leasing and/or
owning same. Furthermore, the person(s) casting the one vote must be an owner of the
mobilehome. The City Council of the City of Novato shall have the power to increase the number
of Directors by resolution, so long as any additional Directors shall be residents of the City and so
long as the ratio of Directors sitting on the Board (insofar as their qualifications and manner of
appointment/selection are concerned) is maintained in the same manner as set forth in the first
sentence of this Section 2.03. The City Council of the City of Novato may, with or without
cause, remove any Director selected by the City Council at any time; provided, however, that the
successor shall be selected by the City Council as provided in this Section 2.03. The Board shall
be called the "Board of the Novato Financing Authority." All voting power of the Financing
Authority shall reside in the Board.

Section 2.04. Meetings of the Board.

(a) Regular Meetings. The Board shall provide for its regular meetings; provided,
however, that at least one regular meeting shall be held each year. The date, hour and place of the
holding of regular meetings shall be fixed by resolution of the Board and a copy of such resolution
shall be filed with each of the City and the Redevelopment Agency.

(b) Special Meetings. Special meetings of the Board may be caused in accordance
with the provisions of Section 54956 of the California Government Code.

(c) Call, Notice and Conduct of Meetings. All meetings of the board, including
without limitation, regular, adjourned regular and special meetings, shall be called, noticed, held
and conducted in accordance with the provisions of Section 54950, et seq. of the California
Government Code.

JOINT EXERCISE AGREE November 11,1996 3



Section 2.05. Minutes. The Secretary shall cause to be kept minutes of the meetings of
the Board and shall, as soon as possible after each meeting, cause a copy of the minutes to be
forwarded to each Director and to the City and the Redevelopment Agency.

Section 2.06. Voting. Each Director shall have one vote.

Section 2.07. Quorum; Required Votes; Approvals. Directors holding a majority of the
votes of the appointed (not elected) Directors shall constitute a quorum for the transaction of
business, except that less than a quorum may adjourn from time to time. The afiirmative votes of
at least a majority of the Directors present at any meeting at which a quorum is present shall be
required to take any action by the Board.

Section 2.08. Bylaws. The Board may adopt, from time to time, such bylaws, rules and
regulations for the conduct of its meetings as are necessary for the purposes hereof.

A R T I C L E m

O F F I C E R S A N D E M P L O Y E E S

Section 3.01. Chair and Vice-Chair. The Board shall elect a Chair and Vice-Chair from
among the Directors, and shall appoint a Secretary who may, but need not, be a Director. The
officers shall perform the duties normal to said offices. The Chair and Vice-Chair may sign
contracts on behalf of the Financing Authority as long as those contracts are approved by the
Board, and shall perform such other duties as may be imposed by the Board. The Vice-Chair shall
act and perform all of the Chair's duties in the absence of the Chair. The Secretary shall
countersign all contracts signed by the Chair or Vice-Chair on behalf of the Financing Authority,
perform such other duties as may be imposed by the Board and cause a copy of this Agreement to
be filed with the Secretary of State pursuant to the Act.

Section 3.02. Treasurer. Pursuant to Section 6505.6 of the Act, the Finance Director of
the City is hereby designated as the Auditor and Treasurer of the Financing Authority. The
Auditor and Treasurer shall be the depositary, shall have custody of all of the accounts, fimds and
money of the Financing Authority from whatever source, shall have the duties and obligations set
forth in Section 6505 and 6505.5 of the Act and shall assure that there shall be strict

accountability of all funds and reporting of all receipts and disbursements of the Financing
Authority.

Section 3.03. Officers in Charge of Records, Funds and Accounts. Pursuant to Section
6505.1 of the Act, the Treasurer shall have charge of, handle and have access to all accounts,
funds and money of the Financing Authority and all records of the Financing Authority relating
thereto; and the Secretary shall have charge of, handle and have access to all other records of the
Financing Authority.
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Section 3.04. Bonding Persons Having Access to Public Capital Improvements. From
time to time, the Board may designate persons, in addition to the Secretary and the Treasurer,
having charge of, handling or having access to any records, fimds or accounts or any property of
the Financing Authority, and the Board shall require the Secretary, the Treasurer and such other
person or persons to file an official bond in the respective amount set forth pursuant to Section
6505.1 of the Act.

Section 3.05. Legal Advisor. The Board shall have the power to appoint the legal advisor
of the Financing Authority who shall perform such duties as may be prescribed by the Board.
Such legal advisor may be the City Attorney of the City.

Section 3.06. Other Employees. The Board shall have the power to appoint and employ
such other consultants and independent contractors as may be necessary for the purposes of this
Agreement.

All of the privileges and immunities from liability, exemption fi"om laws, ordinances and
rules, all pension, relief, disability, workers' compensation and other benefits which apply to the
activities of officers, agents, or employees of a public agency when performing their respective
functions shall apply to them to the same degree and extent while engaged in the performance of
any of the functions and other duties under this Agreement.

None of the officers, agents, or employees directly employed by the Board shall be
deemed, by reason of their employment by the Board to be employed by the City or the
Redevelopment Agency or, by reason of their employment by the Board, to be subject to any of
the requirements of the City or the Redevelopment Agency.

Section 3.07. Assistant Ojficers. The Board may appoint such assistants to act in the
place of the Secretary or other officers of the Financing Authority (other than any Director) as the
Board shall fi"om time to time deem appropriate.

A R T I C L E I V

P O W E R S

Section 4.01. General Powers. The Financing Authority shall exercise in the manner
herein provided the powers common to the city and the Redevelopment Agency, or as otherwise
permitted under the Act and necessary to the accomplishment of the purposes of this Agreement,
subject to the restrictions set forth in Section 4.04.

As provided in the Act. the Financing Authority shall be a public entity separate from the
City and the Redevelopment Agency. The Financing Authority shall have the power to provide
for the financing, refinancing, acquiring, planning, undertaking, constructing, improving,
developing, maintaining, and operating land on which privately owned mobilehomes or a
mobilehome park with privately owned mobilehome parks are, or may be, located in the City and
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all buildings, improvements and equipment related thereto. Financing or refinancing includes, but
is not limited to, the purchase by the Financing Authority of Obligations of the City and the
Redevelopment Agency and/or the lending of fimds by the Financing Authority to the City and/or
the Redevelopment Agency.

Section 4.02. Power to Issue Bmtds. The Financing Authority shall have all of the powers
to issue Bonds as provided in the Act, including but not limited to. Article 4 of the Act
(commencing with Section 6584), and including the power to issue Bonds under the bond Law.

Section 4.03. Specific Powers. The Financing Authority is hereby authorized, in its own
name, to do all acts necessary for the exercise of the foregoing powers, including but not limited
to, any or all of the following;

(a) to make and enter into contracts;

(b) to employ agents or employees;

(c) to acquire, construct, manage, maintain or operate any land on which mobilehomes
or a mobilehome park are, or may be, located in the city of Novato and all buildings,
improvements and equipment related thereto, [including the common power of the City and the
Redevelopment Agency to acquire any such land, building and improvement by the power of
e m i n e n t d o m a i n ] ; ^

(d) to sue and be sued in its own name;

(e) to issue Bonds and otherwise to incur debts, liabilities or obligations provided that
no such Bond, debt, liability or obligation shall constitute a debt, liability or obligation of the City
or the Redevelopment Agency;

(f) to apply for, accept, receive and disburse grants, loans and other aids from any
agency of the United States of America or of the State of California;

(g) to invest any money in the treasury pursuant to Section 6505.5 of the Act that is
not required for the immediate necessities of the Financing Authority, as the Financing Authority
determines is advisable, in the same manner and upon the same conditions as local agencies,
pursuant to Section 53601 of the California Government Code;

(h) to apply for letters of credit or other form of financial guarantees in order to secure
the repayment of Bonds and enter into agreements in connection therewith;

(i) to carry out and enforce all the provisions of this Agreement;

(j) to make loans of funds to the City or the Redevelopment Agency;
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^ (k) to purchase Obligations of the City or the Redevelopment Agency; and
(1) to exercise any and all other powers as may be provided in Section 6588 of the Act

or in any Bond Law.

Section 4.04. Restrictions on Exercise of Powers. The powers of the Financir i Authority
shall be exercised in the manner provided in the Act and in the Bond Law, a: d, except or those
powers set forth in Article 4 of the Act, shall be subject (in accordance with Section 6509 of the
Act) to the restrictions upon the manner of exercising such powers that are imposed upon the City
in the exercise of similar powers.

Section 4.05. Obligations of the Authority. The debts, liabilities and obligations of the
Financing Authority shall not be the debts, liabilities and obligations of the City or the
Redevelopment Agency.

A R T I C L E V

METHODS OF PROCEDURE; CREDIT TO MEMBERS

Section 5.01. Assumption of Responsibilities By the Financing Authority. As soon as
practic .ble after the date of execution of this Agreement, the Directors shall give notice (in the
manner required by Section 2.04) of the organizational meeting of the Board. At said meeting the
Board shall provide for its regular meetings as required by Section 2 04 and elect a Chdr and
Vice-Chair, and appoint the Secretary.

Section 5.02. Powers. Subject to the express limitations in Sections 4.03(e), 4.05 and
6.01, the Financing Authority shall have the power and duty to acquire, by lease, lease purchase,
instalhr. ent sales agreements, or otherwise, or make loans and to finance such land on which
privately owned mobilehomes or a mobilehome park are, or may be, located in the City and all
buildings, improvements and equipment related thereto as may be necessary or convenient for the
operation of the Authority.

Section 5.03. Credit to the City and the Redevelopment Agency. Unless otherwise
provided pursuant to such instrument or agreement, all accounts or funds created and established
pursuant to any instrument or agreement to which the Financing Authority is a party, and any
interest earned or accrued thereon, shall inure to the benefit of the City and t' a Redevelopment
Agency in the respective proportions for which such funds or accounts were created.

A R T I C L E V I

CONTRIBUTION; ACCOUNTS AND REPORTS; FUNDS

^ Section 6.01. Contributions. The City and the Redevelopment Agency may in the
appropriate circumstances, in their sole discretion, but only to the extent specifically authorized by
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the City Council and the Agency Board, respectively: (a) make contributions from its treasury for
the purposes set forth herein, (b) make payments of public funds to defray the cost of such
purposes, (c) make advances of public fimds for such purposes, such advances to be repaid as
provided herein, or (d) use its personnel, equipment or property in lieu of other contributions or
advances. The provisions of Section 6513 of the California Government Code are hereby
incorporated into this Agreement. Under no circumstances shall the debts, liabilities and
obligations of the Authority constitute debts, liabilities or obligations of the City and the
Redevelopment Agency.

Section 6.02. Accounts and Reports. To the extent not covered by the duties assigned to
a trustee chosen by the Financing Authority, the Treasurer shall establish and maintain such funds
and accounts as may be required by good accounting practice or by any provision of any trust
agreement entered into with respect to the proceeds of any Bonds issued by the Financing
Authority. The books and records of the Financing Authority in the hands of a trustee or the
Treasurer shall be open to inspection at all reasonable times by representatives of the City and the
Redevelopment Agency. The Treasurer, within 120 days after the close of each Fiscal Year, shall
give a complete written report of all financial activities for such fiscal year to the City and the
Redevelopment Agency to the extent such activities are not covered by the report of such trustee.
The trustee appointed under any trust agreement shall establish suitable fimds, furnish financial
reports and provide suitable accounting procedures to carry out the provisions of said trust
agreement. Said trustee may be given such duties in said trust agreement as may be desirable to
carry out this Agreement.

Section 6.03. Funds. Subject to the applicable provisions of any instrument or agreement
which the Financing Authority may enter into, which may provide for a trustee to receive, have
custody of and disburse Authority funds, the Treasurer of the Financing Authority shall receive,
have the custody of and disburse Authority funds as nearly as possible in accordance with
generally accepted accounting practices, shall make the disbursements required by this Agreement
or to carry out any of the provisions or purposes of this Agreement.

Section 6.04. Annual Budget and Administrative Expenses. The Board shall adopt a
budget for administrative expenses, which shall include all expenses not included in any financing
issue of the Financing Authority, annually prior to July 1st of each year.

A R T I C L E V n

T E R M

Section 7.01. Term. This Agreement shall become effective as of the date hereof and
shall continue in full force and effect so long as any Bonds remaining outstanding.

Section 7.02. Disposition of Assets. Upon termination of this Agreement, all property of
the Financing Authority, both real and personal, shall be divided among the parties hereto in such
manner as shall be agreed upon by the parties.

JOINT EXERCISE AGREE November 11, 1996 8



A R T I C L E V m

M I S C E L L A N E O U S P R O V I S I O N S

Section 8.01. Notices. Notices hereunder shall be in writing and shall be sufficient if
delivered to the notice address of each party hereto for legal notices or as otherwise provided by a
party hereto in writing to each of the other parties hereto.

Section 8.02. Section Headings. Any section headings in this Agreement are for
convenience of reference only and are not to be construed as modifying or governing the language
in the section referred to or to define or limit the scope of any provision of this Agreement.

Section 8.03. Consent. Whenever in this Agreement any consent or approval is required,
the same shall not be unreasonably withheld.

Section 8.04. Law Governing. This Agreement is made in the State of California under
the constitution and laws of the State of California, and is to be so construed.

Section 8.05. Amendments. This Agreement may be amended at any time, or from time
to time, except as limited by contract with the owners of Bonds issued by the Financing Authority
or certificates of participation in payments to be made by the Financing Authority or the City or

^ the Redevelopment Agency or by applicable regulations or laws of any jurisdiction having
authority, by one or more supplemental agreements executed by all of the parties to this
Agreement either as required in order to carry out any of the provisions of this Agreement or for
any other purpose, including without limitation addition of new parties (including any legal
entitled or taxing areas heretofore or hereafter created) in pursuance of the purposes of this
Agreement.

Section 8.06. Enforcement by the Financing Authority. The Financing Authority is
hereby authorized to take any or all legal or equitable actions, including but not limited to
injunction and specific performance, necessary or permitted by law to enforce this Agreement.

Section 8.07. Severability. Should any part, term or provision of this Agreement be
decided by any court of competent jurisdiction to be illegal or in conflict with any law of the State
of California, or otherwise be rendered unenforceable or ineffectual, the validity of the remaining
portions or provisions shall not be affected thereby.

Se(̂ Q̂̂ Ĉy&̂ <̂5a?̂ .2,Thiŝgreement shall be binding upon and shall inure to thebenefit of the successors or tfexiiŷ or'ftie Redevelopment Agency, respectively. Neither the City
nor the Redevelopment Agency may assign any right or obligation hereunder without the written
c o n s e n t o f T h e " " ^ T r F o
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed
and attested by their proper officers thereunder duly authorized and their official seals to be hereto
aflSxed, on the day and year set opposite the name of each of the parties.

C I T Y O F N O V A T O

City Clerk

R E D E V E L O P M E N T A G E N C Y
O F T H E C I T Y O F N O VATO

CERTiFiED A TRUE COPY

e r r v C L E R K , c i t t o f n o v a t o
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A G R E E M E N T # 2 8 9 1

J O E ^ f T E X E R C I S E O F P O W E R S A G R E E M E N T

N O V A T O F I N A N C I N G A U T H O R I T Y

THIS AGREEMENT, dated October 15, 1996, is by and between the City of Novato (the
"City") and the Redevelopment Agency of the City of Novato (the "Redevelopment Agency"),
each duly organized and existing under the laws of the State of California;

W I T N E S S E T H :

WHEREAS, the City and the Redevelopment Agency are each authorized to own, lease,
purchase, receive and hold property necessary or convenient for their governmental operations
and purposes; and

WHEREAS, the financing of the acquisition of property by the City and the
Redevelopment Agency acting separately may result in duplication of effort, inefficiencies in
administration, and excessive cost, all of which, in the judgment of the City and the
Redevelopment Agency, could be eliminated if the financing of the acquisition of property were
capable of being performed through a single public agency; and

WHEREAS, Articles 1 through 4 of Chapter 5 of Division 7 of Title 1 of the California
Government Code (the "Act") authorizes public agencies to enter into joint exercise of powers
agreements to assist in the financing of public capital improvements and to appoint a non-profit
corporation as the agency or entity to administer and execute the Agreement; and

WHEREAS, the City and the Redevelopment Agency intend to enter into a Joint Exercise
of Powers Agreement (the "Agreement") under the Act to assist in financing the acquisition, and
the operation and maintenance of mobilehome parks in the City; and

WHEREAS, the City and the Agency have determined to approve the incorporation of
a non-profit public benefit corporation under Part 2 (commencing at Section 5110) of Division
2 of Title I of the California Corporations Code (the "Non-Profit Corporations Law"), to be
named the Novato Financing Authority (the "Financing Authority/"), for the purpose of
designating the Financing Authority as the agency and entity to administer and execute the
Agreement;

NOW, THEREFORE, in consideration of the above premises and of the mumal promises
herein contained, the City and the Redevelopment Agency do hereby agree as follows:
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A R T I C L E I

D E F I N I T I O N S

Section 1.01. Definitions. Unless the context otherwise requires, the words and terms
defined in this Article 1 shall, for the purpose hereof, have the meanings herein specified.

"Act" means Articles 1 through 4 (commencing with Section 6500) of Chapter 5,
Division 7, Title 1 of the California Government Code.

"Agreement" means this Agreement.

"BondLaw" means the Marks-Roos @ Bond Pooling Act of 1985, beiug Article 4 of the
Act (commencing with Section 6584), as now in effect or hereafter amended. Article 2 of the
Act as now in effect or hereafter amended, or any other law available for use by the Financing
Authority in the authorization and issuance of bonds to provide for the financing of Obligations
and/or Public Capital Improvements.

"Board" means the Board of Directors referred to in Section 2.04, which shall be the
g o v e r n i n g b o d y o f t h e F i n a n c i n g A u t h o r i t y . ^

"Bonds" means bonds of the Financing Authority issued pursuant to the Bond Law.

"Financing Authority " means the Novato Financing Authority, a non-profit public
benefit corporation formed for the purpose of serving as the agency or entity to administer and
execute this Agreement.

"Fiscal Year" means the period from July 1st to and including the following June 30th.

"Members" means the City and the Redevelopment Agency.

"Mobilehome" has the meaning given to the term "Mobilehome" in Section 18008 of the
California Health and Safety Code.

"Mobilehome Parks" has the meaning given to the term "mobilehome park" in
Section 18214 of the California Health and Safety Code.

"Non-Profit Corporations Law" means Part 2 (commencing with Section 5110) of
Division 2 of Title 1 of the California Corporations Code;

"Obligations " has the meaning given to the term "Bonds" in Section 6585(c) of the Bond ̂
L a w .
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A R T I C L E I I

G E N E R A L P R O V I S I O N S

Section 2.01. Purpose. This Agreement is made pursuant to the Act providing for the
joint exercise of powers common to the City and the Redevelopment Agency, and for other
purposes as permitted under the Act, the Bond Law, the Non-Profit Corporations Law and as
agreed by one or more of the parties hereto. The purpose of this Agreement is to provide for
the financing, refinancing, acquiring, planning, undertaking, constructing, improving,
developing, maintaining, and operating land on which privately owned mobilehomes or a
mobilehome park with privately owned mobilehomes are, or may be, located in the City of
Novato and all buildings, improvements and equipment related thereto. Financing or refinancing
includes the purchase by the Financing Authority of Obligations of the City and the
Redevelopment Agency and/or the lending of funds by the Financing Authority to the City
and/or the Redevelopment Agency.

Section 2.02. Designation of Authority. Pursuant to the Act and the Non-Profit Law,
there is hereby created and designated a public entity and non-profit benefit corporation to be
known as the "Novato Financing Authority." The Financing Authority shall be a public entity
separate and apart from the City and the Redevelopment Agency, and shall administer and
execute this Agreement.

Section 2.03. Board of Directors. Pursuant to the bylaws of the Financing Authority,
the Financing Authority shall be administered by a Board initially composed of five (5)
Directors, two of which shall be appointed by the City Council of the City of Novato who shall
be council members, officers or employees of the City, two of which shall be selected initially
from the Board of Directors of the Park Acquisition Corporation of Marin Valley Mobile
Country Club by such Board of Directors and thereafter by election of the residents of the Marin
Valley Mobile Country Club Park, and one of which shall be appointed by the City Council of
the City of Novato who shall not be a council member, officer or employee of the City or a
person whose primary residence is located at a mobUehome park owned and/or operated by the
City or the Authority; provided, however, that at no time shall more than one Board membef
be an owner of a mobilehome park. The City Council of the City of Novato shall have the
power to increase the number of Directors by resolution, so long as any additional Directors
shall be residents of the City and so long as the ratio of Directors sitting on the Board is
maintained in the same manner as set forth in the first sentence of this Section 2.03. The City
Council of the City of Novato may, with or without cause, remove any Director selected by the
City Council at any time; provided, however, that the successor shall be selected by the City
Council as provided in this Section 2.03. The Board shall be called the "Board of the Novato
Financing Authority." AR voting power of the Financing Authority shall reside in the Board.
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Section 2.04. Meetings of the Board.

(a) Regular Meetings. The Board shall provide for its regular meetings; provided,
however, that at least one regular meeting shall be held each year. The date, hour and place of
the holding of regular meetings shall be fixed by resolution of the Board and a copy of such
resolution shall be filed with each of the City and the Redevelopment Agency.

(b) Special Meetings. Special meetings of the Board may be caused in accordance
with the provisions of Section 54956 of the California Government Code.

(c) Call, Notice and Conduct of Meetings. All meetings of the Board, including
without limitation, regular, adjourned regular and special meetings, shall be called, noticed, held
and conducted in accordance with the provisions of Section 54950 et seq. of the California
Government Code .

Section 2.05. Minutes. The Secretary shall cause to be kept minutes of the meetings of
the Board and shall, as soon as possible after each meeting, cause a copy of the minutes to be
forwarded to each Director and to the City and the Redevelopment Agency.

Section 2.06. Voting. Each Director shall have one vote.

Section 2.07. Quorum; Required Votes; Approvals. Directors holding a majority of the
votes of the appointed Directors shall constitute a quorum for the transaction of business, except
that less than a quorum may adjourn from time to time. The affirmative votes of at least a
majority of the Directors present at any meeting at which a quorum is present shall be required
to take any action by the Board.

Section 2.08. Bylaws. The Board may adopt, from time to time, such bylaws, rules and
regulations for the conduct of its meetings as are necessary for the purposes hereof

A R T I C L E m

O F F I C E R S A N D E M P L O Y E E S

Section 3.01. Chair and Vice-Chair. The Board shall elect a Chair and Vice-Chair from
among the Directors, and shall appoint a Secretary who may, but need not, be a Director. The
officers shall perform the duties normal to said offices. The Chair and Vice-Chair may sign
contracts on behalf of the Financing Authority, and shall perform such other duties as may be
imposed by the Board. The Vice-Chair shall act and perform all of the Chair's duties in the
absence of the Chair. The Secretary shall countersign all contracts signed by the Chair or Vice-
Chair on behalf of the Financing Authority, perform such other duties as may be imposed by
the Board and cause a copy of this Agreement to be filed with the Secretary of State pursuant ^
to the Act.
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Section 3.02. Treasurer. Pursuant to Section 6505.6 of the Act, the Finance Director
of the City is hereby designated as the Auditor and Treasurer of the Financing Authority.
The Auditor and Treasurer shall be the depositary, shall have custody of all of the accounts,
funds and money of the Financing Authority from whatever source, shall have the duties and
obligations set forth in Sections 6505 and 6505.5 of the Act and shall assure that there shall be
strict accountability of all funds and reporting of all receipts and disbursements of the Financing
Authority.

Section 3.03. Officers in Charge of Records, Funds and Accounts. Pursuant to Section
6505.1 of the Act, the Treasurer shall have charge of, handle and have access to all accounts,
funds and money of the Financing Authority and all records of the Financing Authority relating
thereto; and the Secretary shall have charge of, handle and have access to all other records of
the Financing Authority.

Section 3.04. Bonding Persons Having Access to Public Capital Improvements. From
time to time, the Board may designate persons, in addition to the Secretary and the Treasurer,
having charge of, handling or having access to any records, funds or accounts or any property
of the Financing Authority, and the Board shall require the Secretary, the Treasurer and such
other person or persons to file an official bond in the respective amount jet forth pursuant to
Section 6505.1 of the Act.

Section 3.05. Legal Advisor. The Board shall have the power to appoint the legal advisor
of the Financing Authority who shall perform such duties as may be prescribed by the Board.
Such legal advisor may be the City Attorney of the City.

Section 3.06. Other Employees. The Board shall have the power to appoint and employ
such other consultants and independent contractors as may be necessary for the purposes of this
Agreement.

All of the privileges and immunities from liability, exemption from laws, ordinances and
rules, all pension, relief, disability, workers' compensation and other benefits which apply to
the activities of officers, agents, or employees of a public agency when performing their
respective functions shall apply to them to the same degree and extent while engaged in the
performance of any of the functions and other duties under this Agreement.

None of the officers, agents, or employees directly employed by the Board shall be
deemed, by reason of their employment by the Board to be employed by the City or the
Redevelopment Agency or, by reason of their employment by the Board, to be subject to any
of the requirements of the City or the Redevelopment Agency.

Section 3.07. Assistant Officers. The Board may appoint such assistants to act in the
place of the Secretary or other officers of the Financing Authority (other than any Director) as
the Board shall from time to time deem appropriate.
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A R T I C L E I V

P O W E R S

Section 4.01. General Powers. The Financing Authority shall exercise in the manner
herein provided the powers common to the City and the Redevelopment Agency, or as otherwise
permitted under the Act and the Non-Profit Corporations Law, and necessary to the
accomplishment of the purposes of this Agreement, subject to the restrictions set forth in Section
4 . 0 4 .

As provided in the Act, the Financing Authority shall be a public entity separate from
the City and the Redevelopment Agency. The Financing Authority shall have the power to
provide for the financing, refinancing, acquiring, planning, undertaking, constructing,
improving, developing, maintaining, and operating land on which privately owned mobilehomes
or a mobilehome park with privately owned mobilehome parks are, or may be, located in the
City and all buildings, improvements and equipment related thereto. Financing or refinancing
includes the purchase by the Financing Authority of Obligations of the City and the
Redevelopment Agency and/or the lending of fiinds by the Financing Authority to the City
and/or the Redevelopment Agency.

Section 4.02. Power to Issue Bonds. The Financing Authority shall have all of the
powers to issue bonds as provided in the Non-Profit Corporations Law and the Act, including
but not limited to. Article 4 of the Act (commencing with Section 6584), and including the
power to issue Bonds under the Bond Law.

Section 4.03. Specific Powers. The Financing Authority is hereby authorized, in its own
name, to do all acts necessary for the exercise of the foregoing powers, including but not limited
to, any or all of the following:

(a) to make and enter into contracts;

(b) to employ agents or employees;

(c) to acquire, construct, manage, maintain or operate any land on which
mobilehomes or a mobilehome park are, or may be, located in the City of Novato and all
buildings, improvements and equipment related thereto, [including the common power of the
City and the Redevelopment Agency to acquire any such land, building and improvement by the
power of eminent domain];

(d) to sue and be sued in its own name;

(e) to issue Bonds and otherwise to incur debts, liabilities or obligations, provided
that no such Bond, debt, liability or obligation shall constitute a debt, liability or obligation of
the City or the Redevelopment Agency;
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(f) to apply for, accept, receive and disburse grants, loans and other aids from any
agency of the United States of America or of the State of California;

(g) to invest any money in the treasury pursuant to Section 6505.5 of the Act that is
not required for the immediate necessities of the Financing Authority, as the Financing Authority
determines is advisable, in the same manner and upon the same conditions as local agencies,
pursuant to Section 53601 of the California Government Code;

(h) to apply for letters of credit or other form of financial guarantees in order
to secure the repayment of Bonds and enter into agreements in connection therewith;

(i) to carry out and enforce all the provisions of this Agreement;

(j) to make loans of funds to the City or the Redevelopment Agency;

(k) to purchase Obligations of the City or the Redevelopment Agency; and

(1) to exercise any and all other powers as may be provided in Section 6588
^ of the Act or in any Bond Law.

Section 4.04. Restrictions on Exercise of Powers. The powers of the Financing
Authority shall be exercised in the manner provided in the Act and in the Bond Law, and, except
for those powers set forth in Article 4 of the Act, shall be subject (in accordance with Section
6509 of the Act) to the restrictions upon the manner of exercising such powers that are imposed
upon the City in the exercise of similar powers.

Section 4.05. Obligations of the Authority. The debts, liabilities and obligations of the.
Financing Authority shall not be the debts, liabilities and obligations of the City or the
Redevelopment Agency.

A R T I C L E V

METHODS OF PROCEDURE; CREDIT TO MEMBERS

Section 5.01. Assumption of Responsibilities By the Financing Authority. As soon as
practicable after the date of execution of this Agreement, the Directors shall give notice (in the
manner required by Section 2.04) of the organizational meeting of the Board. At said meeting
the Board shall provide for its regular meetings as required by Section 2.04 and elect a Chair
and Vice-Chair, and appoint the Secretary.

Section 5.02. Powers. Subject to the express limitations in Sections 4.03(e), 4.05 and
6.01, the Financing Authority shall have the power and duty to acquire, by lease, lease
purchase, installment sales agreements, or otherwise, or make loans and to finance such land
on which privately owned mobilehomes or a mobilehome park are, or may be, located in the
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City and all buildings, improvements and equipment related thereto as may be necessary or
convenient for the operation of the Authority.

Section 5.03. Credit to City and the Redevelopment Agency. Unless otherwise provided
pursuant to such instrument or agreement, all accounts or flmds created and established pursuant
to any instrument or agreement to which the Financing Authority is a party, and any interest
earned or accrued thereon, shall inure to the benefit of the City and the Redevelopment Agency
in the respective proportions for which such funds or accounts were created.

A R T I C L E V I

CONTRIBUTION; ACCOUNTS AND REPORTS; FUNDS

Section 6.01. Contributions. The City and the Redevelopment Agency may in the
appropriate circumstances, in their sole discretion, but only to the extent specifically authorized
by the City Council and the Agency Board, respectively: (a) make contributions from its
treasury for the purposes set forth herein, (b) make payments of public funds to defray the cost
of such purposes, (c) make advances of public funds for such purposes, such advances to be
repaid as provided herein, or (d) use its personnel, equipment or property in lieu of other
contributions or advances. The provisions Section 6513 of the California Government Code are
hereby incorporated into this Agreement. Under no circumstances shall the debts, liabilities and
obligations of the Authority constitute debts, liabilities or obligations of the City and the
Redevelopment Agency.

Section 6.02. Accounts and Reports. To the extent not covered by the duties assigned
to a trustee chosen by the Financing Authority, the Treasurer shall establish and maintain such
fimds and accounts as may be required by good accounting practice or by any provision of any
trust agreement entered into with respect to the proceeds of any Bonds issued by the Financing
Authority. The books and records of the Financing Authority in the hands of a trustee or the
Treasurer shall be open to inspection at all reasonable times by representatives of the City and
the Redevelopment Agency. The Treasurer, within 120 days after the close of each Fiscal Year,
shall give a complete written report of all financial activities for such fiscal year to the City and
the Redevelopment Agency to the extent such activities are not covered by the report of such
trustee. The trustee appointed under any trust agreement shall establish suitable funds, furnish
financial reports and provide suitable accounting procedures to carry out the provisions of said
trust agreement. Said trustee may be given such duties in said trust agreement as may be
desirable to carry out this Agreement.

Section 6.03. Funds. Subject to the applicable provisions of any instrument or agreement
which the Financing Authority may enter into, which may provide for a trustee to receive, have
custody of and disburse Authority funds, the Treasurer of the Financing Authority shall receive,
have the custody of and disburse Authority funds as nearly as possible in accordance with
generally accepted accounting practices, shall make the disbursements required by this
Agreement or to carry out any of the provisions or purposes of this Agreement.
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Section 6.04. Annual Budget and Administrative E::penses. The Board shall adopt a
budget for administrative expenses, which shall include all expenses not included in any
financing issue of the Financing Authority, annually prior to July 1st of each year.

A R T I C L E V I I

T E R M

Section 7.01. Term. This Agreement shall become effective as jf the date hereof and
shall continue in full force and effect so long as any Bonds remaining outstanding.

Section 7.02. Disposition of Assets. Upon termination of this Agreement, all property
of the Financing Authority, both real and personal, shall be divided among the parties hereto in
such manner as shall be agreed upon by Ae parties.

A R T I C L E V m

M I S C E L L A N E O U S P R O V I S I O N S

Section 8.01. Notices. Notices hereunder shall be in writing and shall be sufficient if
delivered to the notice address of each party hereto for legal notices or as otherwise provided
by a party hereto in writing to each of the other parties hereto.

Section 8.02. Section Headings. An section headings in this Agreement are for
convenience of reference only and are not to be construed as modifying or governing the
language in the section referred to or to define or limit the scope of any provision of this
Agreement.

Section 8.03. Consent. Whenever in this agreement any consent or approval is required,
the same shall not be unreasonably withheld.

Section 8.04. Law Governing. This Agreement is made in the State of California under
the constitution and laws of the State of California, and is to be so construed.

Section 8.05. Amendments. This Agreement may be amended at any time, or from time
to time, except as limited by contract with the owners of Bonds issued by the Financing
Authority or certificates of participation in payments to be made by the Financing Authority or
the City|8H^ •̂ ency or by applicable regulations or laws of any jurisdiction
having authority, by one ormKniPsS'̂ lemental agreements executed by all of the parties to this
Agreement either as required in order to carry out any of the provisions of this Agreement or
for any oiSelpp««p0sej ̂ ûgmg without limitation addition of new parties (including any legal
entitled or taxing areas heretofore or hereafter created) in pursuance of the purposes of this
Agreement.
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Section 8.06. Enforcement by the Financing Authority. The Financing Authority is
hereby authorized to take any or all legal or equitable actions, including but not limited to
injunction and specific performance, necessary or permitted by law to enforce this Agreement.

Section 8.07. Severability. Should any part, term or provision of this Agreement be
decided by any court of competent jurisdiction to be illegal or in conflict with any law of the
State of California, or otherwise be rendered unenforceable or ineffectual, the validity of the
remaining portions or provisions shall not be affected thereby.

Section 8.08. Successors. This Agreement shall be binding upon and shall inure to the
benefit of the successors of the City or the Redevelopment Agency, respectively. Neither the
City nor the Redevelopment Agency may assign any right or obligation hereunder without the
written consent of the others.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed
and attested by their proper officers thereunder duly authorized and their official seals to be
hereto affixed, on the day and year set opposite the name of each of the parties.

C I T Y O F N O V A T O ^

R E D E V E L O P M E N T A G E N C Y O F T H E
C I T Y O F N O V A T O
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$15,485,000
SENIOR REVENUE BONDS, SERIES 1997A

( M A R I N VA L L E Y M O B I L E C O U N T R Y C L U B PA R K
ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E
NOVATO FINANCING AUTHORITY (CALIFORNIA)

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E

A U T H O R I T Y

$1,585,000
SUBORDINATE REVENUE BONDS, SERIES 1997B

( M A R I N VA L L E Y M O B I L E C O U N T R Y C L U B PA R K
ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E
NOVATO FINANCING AUTHORITY (CALIFORNIA)

F A C I L I T A T E D B Y T H E

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E
A U T H O R I T Y

I N S T R U C T I O N S T O T H E T R U S T E E

The undersigned hereby states and certifies to First Trust of California, National
Association, as trustee (the "Trustee") under the Trust Indenture (the "Indenture") dated as of
March 1, 1997, by and between California Local Government Finance Authority ("CLGFA")
and the Trus tee t ha t :

(a) Pursuant to the authorization of the Novato Financing Authority (the "Owner"),
the undersigned is a duly appointed representative of the Owner with authority to instruct the
Trustee regarding the disbursement of the proceeds of the Bonds, hereinafter defined.

(b) Pursuant to the Indenture, the Owner hereby directs the Trustee to authenticate
and deliver $15,485,000 aggregate principal amount of the Senior Revenue Bonds, Series 1997A
(the "Senior Bonds").

(c) Pursuant to the Indenture, the Owner hereby directs the Trustee to authenticate
and deliver $1,585,000 aggregate principal amount of the Subordinate Revenue Bonds, Series
1997B (the "Subordinate Bonds", and together with the Senior Bonds, the "Bonds").

(d) The Trustee is hereby instructed to apply the proceeds of the sale of the Bonds
as se t f o r t h i n Sec t i on 5 .01 o f t he I nden tu re .

(e) The Trustee is hereby directed to deliver the Bonds to or upon the order of Sutro
& Co. Incorporated, as representative of the Underwriters, upon receipt of the amount set forth
in Exhibit A under "Total Received by Trustee at Closing."

Dated: March 13, 1997

N O V A T O F I N A N C I N G A U T H O R I T Y

By
T r e a s u r e r

C L O D O C S
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$15,485,000
SENIOR REVENUE BONDS, SERIES 1997A

(MARIN VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E

N O VAT O F I N A N C I N G A U T H O R I T Y ( C A L I F O R N I A )
F A C I L I T A T E D B Y T H E

C A L I F O R N T A L O C A L G O V E R N M E N T F I N A N C E
A U T H O R I T Y

$1,585,000
SUBORDINATE REVENTJE BONDS, SERIES 1997B

(MARIN VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E
NOVATO FINANCING AUTHORITY (CALIFORNIA)

F A C I L I T A T E D B Y T H E
C A L I F O R N T A L O C A L G O V E R N M E N T F I N A N C E

A U T H O R I T Y

REQUISITION NO. 1 PERTAINING TO DISBURSEMENTS
F R O M C O S T S O F I S S U A N C E F U N D F O R D E L I V E R Y C O S T S

The undersigned hereby states and certifies;

(a) that he is the duly appointed, qualified and acting Treasurer of the Novato
Financing Authority (the "Owner") and as such he is authorized to sign a written certificate on
behalf of the Owner;

(b) that, pursuant to Section 5.02(a) of the Trust Indenture dated as of March 1, 1997
(the "Indenture"), by and between California Local Government Finance Authority ("CLGFA")
and First Trust of California, National Association, as trustee (the "Trustee"), the undersigned
hereby requests the Trustee to disburse from the Costs of Issuance Fund established under the
Indenture to each of the payees designated on Exhibit "A" attached hereto and incorporated
herein by this reference, the respective sums set forth opposite such designation, in payment or
reimbursement of previous payments of such costs, set forth in Exhibit "A" attached hereto;

(c) that the amounts to be disbursed are properly chargeable to the Costs of Issuance
F u n d .

Dated: March 13, 1997

N O V A T O F I N A N C I N G A U T H O R I T Y

T r e a s u r e r

C L O D O C S
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E X H I B I T A

^ P a y e e
_ F i r s t T r u s t o f C a l i f o r n i a ^

N a t i o n a l A s s o c i a t i o n
S a n F r a n c i s c o , C A

S u t r o & C o . , I n c o r p o r a t e d
S a n F r a n c i s c o , C A

K u t a k R o c k
D e n v e r , C O

N o s s a m a n , G u t h n e r , K n o x &
E l l i o t t , L L P
S a n F r a n c i s c o , C A

E . W a g n e r & A s s o c i a t e s

C a l i f o r n i a L o c a l G o v e r n m e n t
F i n a n c e A u t h o r i t y
S a c r a m e n t o , C A

A m e r i c a n G o v e r n m e n t F i n a n c i a l
S e r v i c e s
S a c r a m e n t o , C A

F i n a n c i a l S e c u r i t y A s s u r a n c e
N e w Y o r k , N Y

K u t a k R o c k
O m a h a , N E

B r o w n & W o o d
S a n F r a n c i s c o , C A

M e r r i l l C o r p o r a t i o n
S a n F r a n c i s c o , C A

O r r i c k , H e r r i n g t o n & S u t c l i f f e
S a n F r a n c i s c o , C A

S t o r z M a n a g e m e n t
O r a n g e v a 1 e , C A
Park Acquisi t ion Corporat ion
N o v a C O , C A

C a l i f o r n i a L a n d T i t l e

P l a c e m e n t A g e n t 2 3 , 7 7 5 . 0 0
F e e

B o n d C o u n s e l 9 6 , 0 0 0 . 0 0

A u t h o r i t y C o u n s e l 4 0 , 0 0 0 . 0 0

A u t h o r i t y F i n a n c i a l 3 0 , 0 0 0 . 0 0
A d v i s o r

I s s u e r 2 0 , 0 0 0 . 0 0

I s s u e r F i n a n c i a l 1 7 , 5 3 7 . 7 5
A d v i s o r

B o n d I n s u r e r a n d 8 3 , 7 4 2 . 5 0
R a t i n g A g e n e i e a
I n s u r e r ' s C o u n s e l 5 0 , 0 0 0 . 0 0

A B A G C o u n s e l 2 0 , 0 0 0 . 0 0

P r i n t e r 3 , 5 0 0 . 0 0

C o u n s e l t o 8 , 0 0 0 . 0 0
S u b o r d i n a t e
B o n d h o l d e r

P r o p e r t y M a n a g e r 1 0 , 0 0 0 . 0 0

P A C 2 , 5 0 0 . 0 0 / —

T i t l e C o m p a n y ^ 4 - ; 5 0 0 . 0 0

Trustee is hereby instructed to pay an amount not exceeding the
amoiints set forth above upon receipt of the respective invoice from
e a c h s u c h p a r t y .



$15,485,000
SENIOR REVENUE BONDS, SERIES I997A

(MARIN VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT)

ISSUED FOR THE BENEFIT OF THE
NOVATO FINANCING AUTHORITY (CALIFORNTA)

F A C I L I TAT E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E

A U T H O R I T Y

$1,585,000
SUBORDINATE REVENUE BONDS, SERIES 1997B

(MARIN VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT)

ISSUED FOR THE BENEFIT OF THE
NOVATO FINANCING AUTHORITY (CALIFORNIA)

F A C I L I T A T E D B Y T H E

CALIFORNIA LOCAL GOVERNMENT FINANCE
A U T H O R I T Y

REQUISITION NO. 1 PERTAINING TO DISBURSEMENTS
F R O M T H E P R O J E C T F U N D

The undersigned hereby states and states:

(a) that he is the duly appointed, qualified and acting Treasurer of the Novato
Financing Authority (the "Owner") and as such he is authorized to sign a written
certificate on behalf of the Owner;

(b) that, pursuant to Section 5.02(b) of the Trust Indenture dated as of
March 1, 1997 (the "Indenture"), by and between California Local Government Finance
Authority ("CLGFA") and First Tmst of California, National Association, as trustee (the
"Trustee"), the undersigned hereby requests the Trustee to disburse $15,037,945.23 from
the Project Fund established under the Indenture to Chicago Title Company to purchase
the Project;

(c) that the amounts to be disbursed are property chargeable to the Project
F u n d .

Dated: March 13, 1997.

NOVATO F INANCING AUTHORITY

T r e a s u r e r
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$15,485,000
SENIOR REVENUE BONDS, SERIES 1997A

(MARIN VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT)

ISSUED FOR THE BENEFIT OF THE
NOVATO FINANCING AUTHORITY (CALIFORNIA)

F A C I L I TAT E D B Y T H E
CALIFORNIA LOCAL GOVERNMENT FINANCE

A U T H O R I T Y

$1,585,000
SUBORDINATE REVENUE BONDS, SERIES 1997B

(MARIN VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT)

ISSUED FOR THE BENEFIT OF THE
NOVATO FINANCING AUTHORITY (CALIFORNIA)

F A C I L I TAT E D B Y T H E
CALIFORNIA LOCAL GOVERNMENT FINANCE

A U T H O R I T Y

mCUMBENCY AND SIGNATURE CERTIFICATE OF
NOVATO FINANCING AUTHORITY

The undersigned hereby state and certify:

(a) that they are the duly appointed, qualified and acting Chairman and Secretary,
respectively, of the Novato Financing Authority (the "Owner"), a joint powers authority duly
organized and existing under the laws of the State of California, and as such are familiar with
the facts herein certified and are authorized and qualified to certify the same;

(b) that the following are now, and have continuously been since the date of creation
of the Owner on October 15, 1996, the duly appointed, qualified and acting members of the
Board of Directors of the Owner:

/ - N

M e m b e r s

Patr ic ia Eklund

Sonia Seeman

Ph i l B rown

V a c a n t

V a c a n t

(c) that the signatures set forth opposite the names and title of the following persons
are the true and correct specimen, or are the genuine, signatures of such person, each of whom
holds the office designated:
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N a m e : P a t r i c i a E k l u n d

Title: Chairperson

N a m e / T i t l e

N a m e : S o n i a S e e m a n
Title: Secretary

N a m e : R i c h a r d H i l l

T i t l e : T r e a s u r e r

(d) that the above-named persons are each duly designated "Authorized Owner
Representatives" of the Owner, as such term is defined in that certain Trust Indenture, dated as
of March 1, 1997, by and between California Local Government Finance Authority ("CLGFA")
and First Trust of California, National Association, as trustee (the "Trustee") relating to the
a b o v e r e f e r e n c e d B o n d s .

Dated: March ĵ , 1997

Secretary
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$15,485,000
SENIOR REVENUE BONDS, SERIES 1997A

(MARIN VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E

NOVATO FINANCING AUTHORITY (CALIFORNIA)
F A C I L I T A T E D B Y T H E

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E
A U T H O R I T Y

$1,585,000
SUBORDINATE REVENUE BONDS, SERIES 1997B

(MARIN VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E
NOVATO FINANCING AUTHORITY (CALIFORNIA)

F A C I L I T A T E D B Y T H E

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E
A U T H O R I T Y

C L O S I N G C E R T I F I C A T E O F N O V A T O F I N A N C I N G A U T H O R I T Y

The undersigned, with regards to the above referenced Bonds (the "Bonds"), hereby
states and certifies:

(a) that they are the duly appointed, qualified and acting Secretary and Treasurer,
respectively, of the Novato Financing Authority (the "Owner"), a joint powers authority duly
organized and existing under the Constitution and laws of the State of California, and as such,
is familiar with the facts herein certified and is authorized and qualified to certify the same;

(b) that they are an Authorized Owner Representative, as such term is defined in that
certain Trust Indenture, dated March 1, 1997 (the "Indenture"), by and between California Local
Government Finance Authority ("CLGFA") and First Trust of California, National Association,
as trustee;

(c) that on February 21, 1997 the Board of Directors of the Owner duly adopted
Resolution No. 97-1 (the "Resolution"), which Resolution has not been amended, modified,
supplemented, rescinded or repealed and remains is full force and effect as of the date hereof;

(d) that, by all necessary action, the Owner has duly authorized and approved the
execution and distribution of the Offering Statement, dated March 10, 1997 (the "Offering
Statement"), relating to the $15,485,000 aggregate principal amount of Senior Revenue Bonds,
Series 1997A (Marin Valley Mobile Country Club Park Acquisition Project), Issued for the
Benefit of Novato Financing Authority ((California), Facilitated by the California Local
Government Finance Authority (the "Senior Bonds"); has duly authorized and approved the
execution and distribution of the Final Private Placement Memorandmn, dated March 12, 1997
(the "Private Placement Memorandum"), relating to the $1,585,(X)0 aggregate principal amount
of Subordinate Revenue Bonds, Series 1997B (Marin Valley Mobile Country Club Park
Acquisition Project), Issued for the Benefit of Novato Financing Authority (California),
Facilitated by the California Local Government Finance Authority (the "Subordinate Bonds", and
collectively with the Senior Bonds, the "Bonds"); and has duly authorized and approved the
execution and delivery of, and the performance by the Owner of the obligations on its part
contained in, the following agreements (collectively referred to herein as the "Owner
Documents"):
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(i) the Loan Agreement, dated as of March 1, 1997 (the "Loan Agreement")
by and among the Owner, California Local Government Finance Authority ("CLGFA")
and the Park Acquisition Corporation of Marin Valley Mobile Country Club (the
"PAC");

(ii) the Housing Assistance Pledge Agreement and Declaration of Restrictive
Covenants, dated as of March 1, 1997, by and among the Owner, the Redevelopment
Agency of the City of Novato (the "Agency") and the PAC;

(iii) the Marin Valley Mobile Country Club Park Delegation Agreement, dated
as of March 1, 1997, by and between the Owner and the PAC;

(iv) the In-Lieu-Of-Tax Agreement, dated as of March 1, 1997, by and among
the Owner, the City of Novato and the PAC;

(v) the Letter regarding Capital Improvements Agreement, dated March 13,
1997, and executed by the Owner and the PAC;

(vi) Insurance and Indemnity Agreement, dated as of March 1, 1997, by and
between Financial Security Assurance Inc. ("Financial Security") and the Owner;

(vii) Indemnity Agreement, dated as of March 1, 1997, by and between
Financial Security, the Owner and the Agency;

(viii) Purchase Contract, dated March 10,1997, by and between the Owner and
Sutro & Co. Incorporated, as representative of the underwriters (the "Underwriter");

(ix) Continuing Disclosure Agreement relating to the Senior Bonds, dated as
of March 1, 1997; and

(x) Continuing Disclosure Agreement relating to the Subordinate Bonds, dated
as of March 1, 1997.

(d) that the representations, warranties and covenants of the Owner contained in the
Owner Documents are true and correct in all material respects on and as of the date hereof as
if made on the date hereof, and the Owner has complied with all of the terms and conditions of
the Owner Documents, the Offering Statement and the Private Placement Memorandum required
to be complied with by the Owner at or prior to the date hereof;

(e) that the information in the Preliminary Offering Statement, the Offering Statement
and the Private Placement Memorandum insofar as it relates to the Owner, as of the date thereof
and hereof, is true and correct and does not contain any vmtrue statement of a material fact or
omit to state a material fact required to be stated therein or necessary to make the statement
therein, in light of the circumstance under which they were made, not misleading;
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(f) that to the best of my knowledge no event affecting the Owner has occurred since
the date of the Offering Statement and the Private Placement Memorandum which has not been
disclosed therein or in any supplement or amendment thereto which event should be disclosed
in the Offering Statement and the Private Placement Memorandum for the purpose for which it
is to be used or in order to make the statements therein, in light of circumstance under which
they were made, not misleading; and

(g) that there is no action, suit, proceeding, inquiry or investigation which is pending
or, to the best of my knowledge in this official capacity, after due inquiry, threatened against
the Owner by or before any court, governmental agency or public board or body which;

(i) in any way questions the existence of the Owner or the titles of the officers
of the Owner in their respective capacities,

(ii) affects, contests or seeks to prohibit, restrain or enjoin the issuance,
execution or delivery of any of the Bonds, or the payment or collection of any amounts
pledged or to be pledged to pay the principal of and interest on the Bonds, or in any way
contests or affects the validity of the Bonds, the Resolution or any of the Owner
Documents or the consummation of the transactions contemplated thereby, or contests
the powers of the Owner.
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D a t e d : M a r c h 1 9 9 7

N O V A T O F I N A N C I N G A U T H O R I T Y

By
Secretary

T r e a s u r e r

[Signature Page to Closing Certificate of Owner]
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liAR-13-97-THU 0l:18 CITY OF NOVATO FAX NO. 4158974354

N Q O T t )
C A L I F O R N I A

9 0 0 S h e r m a n A v e n u e' Novato; CA 94945

4 1 5 / 8 9 7 - 4 3 11
FAX 415 /897 -4354

M a v o r
F a r H l c l i i n c l

• Mayor Pro Tem
Caro le D i i l o i vKnu tson

C o u n d l m G m b G r s
Michael Di Giorgio
HmcstJ. Gray

March 12,1997

Michael Di Giorgio" Ms. Lcdda Sablaiano
HcncstJ.Cray Fir9 Xtust of Califoiais, Kstiooal Assodadoa
CyjMhia I. Murwy One Califoraia Street, Suite 400

SaaFmdsco.CA 94111
Qty Manager

Roderick J. Wood RE: Maila Valley Country Club Acc^ilsitioa

Dear Ms. Sabimano

This letter is to serve as the Tee letter of the Owcer^ idcatified iathe defisitioa of Defecred Owner Costs
in Section 1.01 of the Trust Iiuienture. AH italkized words herein are deSnsdty the Trust Indenrure.

The sua due a the Kovaa Finandng Aahority is S310,070. This astounc is to bear interest a 1S% per
annum (eonpounded daily, based on the outstanding loan amount) calculated based on a 365 day year.
Such suns are 10 be nat'tnnsfenable. Foments of the Defencd Issuance Costs tvill be paid as per the
Trust Indenture Section $.02(c) from the Owner Acooua.

Psyxoeats are to be paj ahle as Mows:

Novate Finance Authority
901 Shetstaa Avenue

Novato, CA 94943

Thic HgregTBewfrnflybft in

Siacerely,

N O V A T O m A N C E i G A B T H O M T Y

Richard mil
TYeasnrer >



$15,485,000
SENIOR REVENUE BONDS, SERIES I997A

(MARIN VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT)

ISSUED FOR THE BENEFIT OF THE
NOVATO FINANCING AUTHORITY (CALIFORNIA)

F A C I L I T A T E D B Y T H E
CALIFORNIA LOCAL GOVERNMENT FINANCE

A U T H O R I T Y

$1,585,000
SUBORDINATE REVENUE BONDS, SERIES 1997B

(MARIN VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT)

ISSUED FOR THE BENEFIT OF THE
NOVATO FINANCING AUTHORITY (CALIFORNIA)

F A C I L I TAT E D B Y T H E
CALIFORNIA LOCAL GOVERNMENT FINANCE

A U T H O R I T Y

INCUMBENCY AND SIGNATURE CERTIFICATE OF THE REDEVELOPMENT
AGENCY OF THE CITY OF NOVATO

The undersigned hereby state and certify:

(a) that they are the duly appointed, qualified and acting Chairperson and Secretary,
respectively, of the Redevelopment Agency of the City of Novato (the "Agency ), a public body
corporate and politic duly organized and existing under the laws of the State of California, and
as such are familiar with the facts herein certified and are authorized and qualified to certify the
s a m e ;

(b) that the following are now, and have continuously been since the dates of the
beginning of their respective current terms of office shown below, the duly appointed, qualified
and acting members of the Board of Directors of the Agency, and the dates of the begiiming and
ending of their respective current terms of office are hereunder correctly designated opposite
their names:

M e m b e r s P o s i t i o n T e r m E x p i r e s

P a t r i c i a E k l u n d C h a i r N o v e m b e r 1 9 9 7

E r n e s t J . G r a v M e m b e r N o v e m b e r 1 9 9 7

M i c h a e l D i G i o r e i o M e m b e r N o v e m b e r 1 9 9 9

C a r o l e D i l l o n - K n u t s o n M e m b e r N o v e m b e r 1 9 9 9

C v n t h i a L . M u r r a v M e m b e r N o v e m b e r 1 9 9 9

(c) that the signatures set forth opposite the names and title of the following persons
are the true and correct specimen, or are the genuine, signatures of such person, each of whom
holds the office designated:
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N a m e / T i t l e

Name ; Pa t r i c i a Ek lund
T i t l e : C h a i r

Name: Sh i r l ey Gremme ls
Title Secretary

(d) that the above-named persons are each duly designated "Authorized
Representatives" of the Agency as relating to the above referenced Bonds.

Dated: March I2> , 1997
R E D E V E L O P M E N T A G E N C Y O E T H E C I T Y O E
N O V A T O

N a m e : P a t r i c i a E k l u n d
T i t l e : C h a i r

B y _Name: Shirlev Gr̂mels
Ti t le : Secre ta rv
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$15,485,000
SENIOR REVENUE BONDS, SERIES 1997A

(MARIN VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT)

ISSUED FOR THE BENEFIT OF THE
NOVATO FINANCING AUTHORITY (CALIFORNIA)

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E

A U T H O R I T Y

$1,565,000
SUBORDINATE REVENUE BONDS, SERIES 1997B

( M A R I N VA L L E Y M O B I L E C O U N T R Y C L U B PA R K
ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E F I T O F T H E

NOVATO FINANCING AUTHORITY (CALIFORNIA)
F A C I L I T A T E D B Y T H E

C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E
A U T H O R I T Y

CLOSING CERTIF ICATE OF THE REDEVELOPMENT AGENCY OF
T H E C I T Y O F N O V A T O

The undersigned, with regards to the above referenced Bonds (the "Bonds") hereby states
and cert ifies:

(a) that they are the duly appointed, qualified and acting authorized representatives
of the Redevelopment Agency of the City of Novato (the "Agency"), a public body corporate
and politic duly organized and existing under the laws of the State of California, and as such,
is familiar with the facts herein certified and is authorized and qualified to certify the same;

(b) that on March 4, 1997 the Board of Directors of the Agency duly adopted
Resolution No. R-3-97 (the "R̂ olution"), which Resolution has not been amended, modified,
supplemented, rescinded or repealed and remains is full force and effect as of the date hereof;

(c) that, by all necessary action, the Agency has duly authorized and approved the
execution delivery of, and the performance by the Agency of the obligations on its part contained
in, the following agreements (collectively referred to herein as the "Bond Documents"):

(i) the Housing Assistance Pledge Agreement and Declaration of Restrictive
Covenants, dated as of March 1, 1997 (the "Pledge Agreement") by and among the
Agency, Park Acquisition Corporation of Marin Valley Mobile Country Club (the
"PAC") and Novato Financing Authority (the "Owner");

(ii) the Indenmity Agreement, dated as of March 1, 1997, by and between the
Agency, Financial Security Assurance Inc. ("Financial Security") and the Novato
Financing Authority (the "Owner");

(iii) the Continuing Disclosure Agreement relating to the Senior Bonds, dated
as of March 1, 1997; and

(iv) the Continuing Disclosure Agreement relating to the Subordinate Bonds,
dated as of March 1, 1997.
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(d) that the representations, warranties and covenants of the Agency contained in the
Pledge Agreement are true and correct in all material respects on and as of the date hereof as
if made on the date hereof, and the Agency has complied with all of the terms and conditions
of the Pledge Agreement required to be complied with by the Agency at or prior to the date
hereof;

(e) that the information in the Private Placement Memorandum insofar as it relates
to the Agency, on the date thereof and hereof, is true and correct and does not contain any
untrue statement of a material fact or omit to state a material fact required to be stated therein
or necessary to make the statement therein, in light of the circumstance under which they were
made, not misleading;

(f) that to the best of my knowledge no event affecting the Agency has occurred since
the date of the Private Placement Memorandum which has not been disclosed therein or in any
supplement or amendment thereto which event should be disclosed in the Private Placement
Memorandum for the purpose for which it is to be used or in order to make the statements
therein, in light of circumstance under which they were made, not misleading; and

(g) that there is no action, suit, proceeding, inquiry or investigation which is pending
or, to the best of my knowledge in this official capacity, after due inquiry, threatened against
the Agency by or before any court, governmental agency or public board or body which;

(i) in any way questions the existence or powers of the Agency or the titles
of the officers of the Agency in their respective capacities,

(ii) in any way affects or contests the validity of the Bond Documents or the
authority of the Agency to enter into the Bond Documents,

(iii) in any way restrains or enjoins the collection of the Housing Set-Aside
Revenues (as defined in the Pledge Agreement) pledged under the Pledge Agreement.

02/126335.2 2



Dated: March \i , 1997

REDEVED0FMEi^T AGENCY OF THE CITY OF
NOVATO J

By
Name Bmricia Eklund
Title Chair

By.
Name Shirley GrerAmels
Title Secretary

[Signamre Page to Closing Certificate of Agency]
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$ 1 5 , 4 8 5 , 0 0 0 $ 1 , 5 8 5 , 0 0 0
SENIOR REVENUE BONDS, SERIES 1997A SUBORDINATE REVENUE BONDS, SERIES 1997

(MARIN VALLEY MOBILE COUNTRY CLUB PARK CVIARIN VALLEY MC»IL£ COUNTRY CLUB PAR
A C Q U I S I T I O N P R O J E C T ) A C Q U I S I T I O N P R O J E C T )

I S S U E D F O R T H E B E N E F I T O F T H E I S S U E D F O R T H E B E N E F I T O F T H E
NOVATO FINANCING AUTHORITY (CALIFORNIA) NOVATO FINANCING AUTHORITY (CAUFORNL

F A C I L I T A T E D B Y T H E F A C I L I T A T E D B Y T H E
CAL IFORNIA LOCAL GOVERNMENT F INANCE CAUPORNIA LOCAL GOVERNMENT F INANC

A U T H O R I T Y A U T H O R I T Y

INCUMBENCY AND SIGNATURE CERTIFICATE OF THE PARK ACQUISITION
C O R P O R AT I O N O F M A R I N VA L L E Y M O B I L E C O U N T RY C L U B

The undersigned hereby state and certify:

(a) that they are the duly appointed, qualified and acting President and Secretary,
respectively, of the Park Acquisition Corporation of Marin Valley Mobile Country Club (the
"PAC"), a California nonprofit, mutual benefit corporation duly organized and existing under
the laws of the State of California, and as such are familiar with the facts herein certified and
are authorized and qualified to certify the same;

(b) that the following are now, and have continuously been since the dates of the
beginning of their respective current terms of office shown below, the duly appointed, qualified
and acting members of the Board of Directors of the PAC, and the dates of the beginning and
ending of their respective current terms of office are hereunder correctly designated opposite
t h e i r n a m e s :

B e g i n n i n g D a t e E n d i n g D a t e
M e m b e r s o f C u r r e n t T e r m o f C u r r e n t T e r m

O w e n V . H a x t o n June 1. 1996 M a v 3 1 . 1 9 9 8

R o b e r t Te l d e r June 1. 1995 Mav 31, 1997

J a m e s H a r a i s June 1. 1995 Mav 31, 1997

Bur ton L . Vree land June 1. 1996 M a v 3 1 . 1 9 9 8

Cather ine Caroino June 1. 1995 M a v 3 1 . 1 9 9 7

(c) that the signatures set forth opposite the names and title of the following persons
are the true and correct specimen, or are the genuine, signatures of such person, each of whom
holds the office designated:

0 2 / 1 2 6 3 3 5 . 2



N a m e / T i t l e

N a m e : O w e n H a x t o n
T i t l e : P r e s i d e n t

N a m e : B u r t o n L . V r e e l a n d
Ti t l e : S e c r e t a r y

S ignature

(d) that the above-named persons are each duly designated "Authorized
Representatives" of the PAC as relating to the above referenced Bonds.

D a t e d : M a r c h , 1 9 9 7
PA R K A C Q U I S I T I O N C O R P O R AT I O N O F
M A R I N V A L L E Y M O B I L E C O U N T R Y C L U B

B y f /
NaafeTOwen Haxton
Ti t l e : P res i den t

Secretary



ARTICLES OF INCORPORATION 16174̂ 12
E N D O R S E D

/ - s F I L E DPARK ACQUISITION CORPORATION OF ImteoHiceoffheSeeretotyoJSfafe
of tho State of CalHomia

MARIN VALLEY MOBILE COUNTRY C;LUB JUN281988
MARCH FONG £U.SeaetanrofSUte

I . N A M E

The name of the corporation is PARK ACQUISITION CORPORATION OF

M A R I N V A L L E Y M O B I L E C O U N T R Y C L U B .

n . P U R P O S E

This corporation is a nonprofit mutual benefit ? corporation organized

under the Nonprofit Mutual Benefit Corporation Law. The purpose of this

corporation is to engage in any lawful act or activity for which a corporation

may be organized under such law. The specific purpose of this corporation is

to form an organization of mobilehome owners, who aro residents of MARIN

VALLEY MOBILE COUNTRY CLUB, for the purposo of purchasing said

mobilehome park and facilitating its conversion from a rental park to a

resident owned park.

m . I N I T I A L A G E N T F O R S E R V I C E O F P R O C E S S

The name and address in the State of California of the Corporation's

initial agent for service of process is L. SUE LOFTIN, 7070 Convoy Court, San

Diego, California 92111.

I V. N A M E O F E X I S T I N G A S S O C I AT I C N

The name of the unincorporated association which is being incorporated

is PARK ACQUISITION ASSOCIATION OF MARIN VALLEY MOBILE COUNTRY

C L U B .

V. I N C O R P O R AT I O N O F A S S O C I AT E " J

The unincorporated association whose name is set forth in Article IV of

these Articles of Incorporation is being incorporated by the filing of these

A r t i c l e s .

- 1 -



IN WITNESS WHEREOF, the undersigned, being the Incorporators of

PARK ACQUISITION CORPORATION OF MARIN VALLEY MOBILE COUNTRY

CLUB, have executed these Articles of Incorporation on I " S'' B ̂

Incorporator

Incorporator
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STATEMENT BY GOVERNING BOARD MEMBERS

OF APPROVAL OF INCORPORATION BY THE ASSOCIATION

The undersigned, being the governing board menbers of the unincor
porated association specified in the foregoing Articles of Incorporation, state
that the incorporation of said association by means of th-̂  foregoing Articles of
Incorporation to which this Statement is attached has been approved by the
residents of the MARIN VALLEY MOBILE COUNTRY CLUB after a duly
conducted election in accordance with its rules and proceedings.

_, California.
We, and each of us, declare under penalty of perjury under the laws of

the State of California, that the foregoing is true and correct.

- 3 -



List of Headings in Bylaws

Pase 1. ARTICLE 1 ■ OFFICES

S E C T I O N 1 . P R I N C I PA L O F F I C E S
S E C T I O N 2 . C H A N G E O F A D D R E S S

P a a e l

A R T I C L E 2 . P U R P O S E S

S E C T I O N 1 . O B J E C T I V E S A N D P U R P O S E S

(a.) Maintain afFordability
(b.) Facilitate resident purchase
(c.) Create legal entity
(d.) Negotiate with owners
(e.) Raise funds
(f.) Enter into contracts

A R T I C L E S . M E M B E R S

S E C T I O N I .
S E C T I O N 2 .
S E C T I O N 3 .
S E C T I O N 4 .
S E C T I O N 5 .
S E C T I O N 6 .

Page 3 SECTION 7
S E C T I O N 8 .
S E C T I O N 9 .

Page 4.

D E T E R M I N AT I O N A N D R I G H T S O F M E M B E R S

QUALIFICATIONS OF MEMBERS
A D M I S S I O N S O F M E M B E R S

FEES, DUES AND ASSESSMENTS
N U M B E R O F M E M B E R S
M E M B E R S H I P B O O K
N O N - L I A B I L I T Y O F M E M B E R S
N O N T R A N S F E R A B I L I T Y O F M E M B E R S H I P S
T E R M I N A T I O N O F M E M B E R S H I P

(a) Grounds for Termination
(b) Procedure for Expulsion

A R T I C L E 4 . M E E T I N G S O F M E M B E R S

S E C T I O N I . P L A C E O F M E E T I N G S
S E C T I O N 2 . A N N U A L M E E T I N G S
S E C T I O N 3 . S P E C I A L M E E T I N G S O F M E M B E R S
S E C T I O N 4 . N O T I C E O F M E E T I N G S

(a) Time of Notice
P a g e 5 ( b ) M a n n e r o f G i v i n g N o t i c e

© Contents of Not ice

(d) Notice of meeting Called By Members
(e) Waiver of Notice of Meetings

Page 6 (f) Special Notice Rules for Approving Certain Proposals
(1) Removal of Director Without Cause
(2) Filling of Vacancies on the Board by Members
(3) Amending Articles of Incorporation
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B \ X A W S O F

PARK ACQUISITION CORPORATION OF MARIN VALLEY
M O B I L E C O U N T R Y C L U B

A California Nonprofit Mutual Benefit Corporation

A R T I C L E 1 . O F F I C E S

S E C T I O N 1 . P R I N C I PA L O F F I C E

The principal office of the corporation for its transaction of business is located in the City
ofNovato, County of Marin, California.

S E C T I O N 2 . C H A N G E O F A D D R E S S

The Board of Directors is hereby granted full power and authority to change the principal
office of tlie Corporation from one location to anotlier in Marin County, California. Any such
change shall be noted by the Secretary in these Bylaws, but shall not be considered an amendment
of these Bylaws.

^ A R T I C L E 2 . P U R P O S E S

S E C T I O N 1 . O B J E C T I V E S A N D P U R P O S E S

The primary objectives and purposes of tliis corporation shall be:

(a) To maintain the affordability of Marin Valley Mobile Country Club spaces
(1) for residents

(2) for lower income Marin County residents.

(b) To facilitate resident purchase of Marin Valley Mobile Country Club from tlie owners
of said Mobilehome Park.

© To create whatever legal entity is required which conforms to state law to assume
ownership of Marin Valley Mobile Country Club.

(d) To negotiate with tlie owners and/or managers or any designated agent thereof on
issues that affect the quality of life in the Marin Valley Mobile Country Club
community.

(e) To raise funds for support of technical and financial activities that facilitate resident
purchase of Marin Valley Mobile Coimtry Club.
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(f) To enter into any and all contracts and apply for any and all approvals necessary to
effectuate the purchase of Marin Valley Mobile Country Club.

A R T I C L E S . M E M B E R S

SECTION 1. DETERMINATION AND RIGHTS OF MEMBERS

The corporation shall have only one class of members. No member shall hold more than
one membership in the corporation. Except as expressly provided in or authorized by the Articles
of Incorporation or Bylaws of tliis corporation, all memberships shall have tlie same riglits,
privileges, restrictions and conditions.

S E C T I O N 2 . Q U A L I F I C AT I O N S O F M E M B E R S

Any resident of Marin Valley Mobile Country Club is qualified to become a member of
this corporation, one membership per household.

S E C T I O N 3 . A D M I S S I O N O F M E M B E R S

A resident of Marin Valley Mobile Country Club shall be admitted to membership upon
taking residence in Marin Valley Mobile Country Club as tlie primary residence.

S E C T I O N 4 . F E E S . D U E S A N D A S S E S S M E N T S

(a) No fee shall be charged for admission to membership in the corporation.

(b) The annual dues payable to the corporation by members shall be in such amount as
may be determined from time to time by resolution of the Board of Directors.

S E C T I O N 5 . N U M B E R O F M E M B E R S

The number of members is limited to the number of spaces available in the Marin Valley
Mobile Country Club.

S E C T I O N 6 . M E M B E R S f fl P B O O K

The corporation shall keep a membership book containing the name and address of each
member. Termination of the membership of any member shall be recorded in the book. Such book
shall be kept at the corporation's principal office and shall be available for inspection by any
Director or member of the corporation during regular business hours.
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S E C T I O N 7 . N O N L I A B I L I T Y O F M E M B E R S

A member of this corporation is not, as such, personally liable for the debts, liabilities or
obligations of the corporation.

S E C T I O N 8 . N O N T R A N S F E R A B I L I T Y O F M E M B E R S H I P S

No member may transfer for value a membership or any right arising therefrom. All rights
cease upon the members death or cessation of residence in tlie Marin Valley Mobile Country Club.

S E C T I O N 9 . T E R M I N AT I O N O F M E M B E R S H I P

(a) Grounds for Temiination The membership of a member shall terminate upon the
occurrence of any of the following events:

(1) Upon his or her notice of such tennination delivered to the President or
Secretary of the corporation personally or by mail, such membership to
terminate upon the date of delivery of the notice or date of deposit in the mail.

(2) Upon a determination by the Board of Directors tliat the member has engaged
in conduct materially and seriously prejudicial to the interests or purposes of
the corporation.

(3) Upon failure to renew his or her membership by paying dues on or before their
due date, such termination to be effective thirty (30) days after a written
notification of delinquency is given personally or mailed to such member by
the Secretary of the corporation. A member may avoid such termination by
paying the amount of delinquent dues within a thirty (30) day period following
the member's receipt of written notification of delinquency.

(b) Procedure for Expulsion. Following the determination that a member should be
expelled under subparagraph (a)(2) of this section, the following procedure shall be
implemented:

(1) A notice shall be sent by first-class or registered mail to the last address of tlie
member as shown on the corporation's records, setting forth the expulsion and
the reasons therefore. Such notice shall be sent at least fifteen (15) days before
the proposed effective date of the expulsion.

(2) The member being expelled shall be given an opportimity to be heard, either
orally or in writing, at a hearing to be held not less than five (5) days before
the effective date of the proposed expulsion. The hearing will be held by the
Board of Directors in accordance with the quorum and voting rules set forth in
these Bylaws applicable to the meetings of the Board. The notice to the
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member of his or her expulsion shall state the date, time and place of the
hearing on his or her ejqjulsion.

(3) Following the hearing, the Board of Directors shall decide whether or not the
member should be expelled, suspended or sanctioned in some other way. The
decision of the Board shall be final.

A R T I C L E 4 . M E E T I N G S O F M E M B E R S

S E C T I O N 1 . P L A C E O F M E E T I N G S

Meetings of members shall be held at the principal office of the corporation or at such
other place or places within or without the State of California as may be designated from time to
time by resolution of the Board of Directors.

S E C T I O N 2 . A N N U A L M E E T I N G S

Tlie members shall meet annually on the first Saturday of June in each year at 11 ;00 a.m.,
for the purpose of electing Directors and transacting other business as may come before the
meeting. Cumulative voting for the election of Directors shall not be permitted. The candidates
receiving the highest number of votes, up to the number of Directors to be elected,, shall be elected.
Each voting member shall cast one vote, with voting being by ballot only. The annual meeting of
members for the purpose of electing Directors shall be deemed a regular meeting and any reference
in these Bylaws to regular meetings of members refers to this annual meeting. If the day fixed for
the annual meeting falls on a legal holiday, such meeting shall be held at the same hour and place
on the next Saturday.

S E C T I O N 3 . S P E C I A L M E E T I N G S O F M E M B E R S

Persons Wlio Mav Call Special Meetings of Members. Special meetings of members
shall be called by the Board of Directors, the Chairman of the Board or the President of the
corporation. In addition, special meetings of the members for the purpose of the removal of
Directors and election of their replacements may be called by five percent (5%) of the members.

S E C T I O N 4 . N O T I C E O F M E E T I N G S

(a) Time of Notice. Whenever members are required or permitted to take action at a
meeting, a written notice of the meeting shall be given by the Secretary of the
corporation not less than ten (10) nor more then ninety (90) days before the date of the
meeting to each member vdio, on the record date for the notice of meeting, is entitled to
vote thereat; provided, however, that if notice is given by mail, and the notice is not
mailed by first-class, registered or certified mail, that notice shall be given twenty (20)
days before the meeting.
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(b) Manner of Giving Notice. Notice of any member's meeting or any report shall be
given either personally or by mail or other means of written communication, addressed
to the member at the address of such member appearing on the books of the
corporation or given by the member to the corporation for the purpose of notice; or if
no address appears or is given, at the place where the principal ofiSce of the
corporation is located or by publication of notice of the meeting at least once in a
newspaper of general circulation in the coimty in vviiich the principal office is located.
Notice shall be deemed to have been given at the time when delivered personally or
deposited in the mail or sent by telegram or other means of written communication.

© Contents of Notice. Notice of a membership meeting shall state the place, date and
time of the meeting and (1) in the case of a special meeting, the general nature of tlie
business to be transacted, and no other business may be transacted, or (2) in the case of a
regular meeting, those matters which the Board, at the same time notice is given, intends to
present for action by members. Subject to any provision to tlie contrary contained in tliese
Bylaws, however, any proper matter may be presented at a regular meeting for such
action. The notice of any meeting of members at which Directors are to be elected shall
include names of all those who are nominees at the time notice is given to members.

(d) Notice of Meetings Called bv Members. If a special meeting is called by members as
authorized in these Bylaws, the request for the meeting shall be submitted in writing,
specifying the general nature of the business proposed to be transacted and shall be
delivered personally or sent by registered mail or by telegraph to the Chairman of tlie
Board, President, Vice President or Secretary of the corporation. The officer receiving
tlie request shall promptly cause notice to be given to the members entitled to vote that
a meeting will be held, stating the date of the meeting. The date for such meeting shall
be fixed by the Board and shall not be less than thirty-five (35) nor more than ninety
(90) days after the receipt of the request for meeting by the officer. If notice is not
given within twenty (20) days after the receipt of the request, persons calling the
meeting may give notice themselves.

(e) Waiver of Notice of Meeting. The transactions of any meeting of members, however
called and noticed, and wherever held, shall be as valid as though taken at a meeting
duly held after regular call and notice, if a quorum is present either in person or by
proxy, and if, either before or after tlie meeting, each of the persons entitled to vote,
not present in person or by proxy, signs a written waiver of notice or a consent to the
holding of the meeting or an approval of the minutes thereof. All such waivers,
consents and approvals shall be filed with the corporation records or made a part of
the minutes of the meeting. Waiver of notices or consents need not specify eMier the
business to be transacted or the purpose of any regular or special meetings of
members, except that if action is taken or proposed to be taken for approval of any of
the matters specified in subparagraph (f) of this section, the waiver of notice or
consent shall state the general nature of the proposal.
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/*^ (f) Special Noftice Rules for Approving Certain Proposals. If action is proposed to be
taken or is taken with respect to the following proposals, such action shall be invalid unless
unanimously approved by those entitled to vote or unless the general nature of tlie proposal is
stated in the notice of meeting or in any written waiver or notice:

(1) Removal of directors without cause;

(2) Filling of vacancies on tire Board by members;

(3) Amending the Articles of Incoiporation; and

(4) An election to voluntarily wind up and dissolve the corporation.

S E C T I O N 5 . Q U O R U M F O R M E E T I N G S

A quorum shall consist of twenty five percent (25%) voting members of die corporation.

The members present at a duly called and held meeting at which a quorum is initially
present may continue to do business notwithstanding die loss of a quorum at die meeting due to a
withdrawal of members fi"om the meeting provided that any action taken after the loss of a quorum
must be approved by at least a majority of die members required to constitute a quorum.

When a meeting is adjoumed for lack of a sufficient number of members at the meeting or
odierwise, it shall not be necessary to give notice of die time and place of die adjourned meeting or
of the business to be transacted at such meeting other than by announcement at the meeting at
which the adjournment is taken of the time and place of the adjoumed meeting. Notice of the
adjoumed meeting shall be required, however, if adjournment is for more than forty five (45) days
from die date of the original meeting.

In the absence of a quomm, any meeting of the members may be adjoumed from time to
time by vote of a majority of the votes represented in person or by proxy at the meeting, but no
other business shall be transacted at such meeting.

Notwithstanding any other provision of this Article, if this corporation authorizes members
to conduct a meeting with a quorum of less than one-third (1/3) of the voting power, dien if less
than one-third (1/3) of the voting power actually attends a regular meeting, in person or by proxy,
then no action may be taken on a matter unless the general nature of the matter was stated in the
notice of the regular meeting.

S E C T I O N 6 . T W O T H I R D S f 2 / 3 ) A C T I O N A S M E M B E R S H I P A C T I O N

Every act or decision done or made by two-thirds (2/3) of the voting members in person or
by proxy at a duly held meeting at which a quorum is present is the act of members, unless the law,
the Articles of Incorporation of this corporation or these Bylaws require a greater munber.
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S E C T I O N 7 . V O T I N G R I G H T S

Each member is entitled to one vote on each matter submitted to a vote by the members.
Voting at duly held meetings shall be by voice vote. Election of Directors, however, shall be by
bal lo t .

S E C T I O N S . P R O X Y V O T I N G

Members entitled to vote have the right to vote either in person or by a written proxy
executed by such person or by his or her duly authorized agent and filed with the Secretary of the
corporation, provided, however, that no pro.xy shall be valid after eleven (11) months from the date
of it's execution unless otherwise provided in the proxy. In any case, however, the maximum term
of any proxy shall be three (3) years from the date of it's execution. No proxy shall be irrevocable
and may be revoked following Ae procedure given in Section 5613(b) of the Califomia
Corporations Code. Further, only one prox>' may be held per membership voting in person.

All proxies shall state the general nature of the matter to be voted on and, in the case of a
proxy to be given to vote for the election of Directors, shall list those persons who were nominees
at tlie time the notice of vote for election of Directors was given to tlie members, hi any election of
Directors, any proxy which is marked be a member "withhold" or otherwise marked in a maimer
indicating that the authority to vote for tlie election of Directors is withlield shall not be voted eitlier
for or against the election of a Director.

S E C T I O N 9 . C O N D U C T O F M E E T I N G S

Meetings of members shall be presided over by the Chairman of the Board or, if there is no
Chairman, by the President of the corporation or, in his or her absence, by the First Vice President
of the corporation or, in the absence of all these persons, by a Chairman chosen by a majority of
the voting members, present in person or by proxy. The Secretary of the corporation shall act as
Secretary of all meetings of members, prowded that in his or her absence, the presiding officer
shall appoint another person to act as Secretary of the meeting.

Meetings shall be governed by Robert's Rules of Order, as such rules may be revised
from time to time, insofar as such rules are not inconsistent with or in conflict with these Bylaws,
the Articles of Incorporation of this corporation, or with any provision of law.

S E C T I O N 1 0 . A C T I O N B Y \ V R I T T E N B A L L O T W I T H O U T A M E E T I N G

Any action which may be taken at any regular or special meeting of members may be taken
without a meeting if the corporation distributes a written ballot to every member entitled to vote on
the matter. The ballot shall set forth the proposed action, provide an opportunity to specify
approval or disapproval of each proposal, provide that where the person solicited specifies a choice
with respect to any such proposal the vote shall be cast in accordance therewith and provide
reasonable time within which to return the ballot to the corporation. Ballots shall be mailed or
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delivered in the manner required for giving notice of meetings specified in Section 4(b) of this
art ic le.

All vvritten ballots shall also indicate the number of responses needed to meet the quorum
requirement and, except of ballots soliciting votes for the election of Directors, shall state the
percentage of approvals necessary to pass the measure submitted. The ballots must specify the time
by which they must be received by tlie corporation in order to be counted.

Approval of action by written ballot shall be valid only when the number of votes cast by
ballot within the time period specified equals or exceeds the quorum required to be present at the
meeting authorizing the action, and the number of approvals equals or exceeds the number of votes
that would be required to approve the action at a meeting at which the total number of votes cast
was the same as the number of votes cast by ballot.

Directors may be elected by written ballot. Such ballots for election of Directors shall list
tlie persons nominated at the time the ballots are mailed or delivered. If any ballots are marked
"withhold" or otherwise marked in a manner indicating that the authority to vote for election of
Directors is withheld, they shall not be counted as votes either for or against the election of a
Di rec to r.

A written ballot may not be revoked after it's receipt by the corporation or it's deposit in
the mail, whichever occurs first.

^ S E C T I O N 1 1 . R E A S O N A B L E N O M I N A T I O N A N D E L E C T I O N P R O C E D U R E S

This corporation shall make available to members reasonable nomination and election
procedures with respect to the election of Directors by members. Such procedures shall be
reasonable given the nature, size and operations of the corporation and shall include:

(a) A reasonable means of nominating persons for election as Directors.

(b) A reasonable opportimity for a nominee to commimicate to the members the nominee's
qualifications and the reason for the nominee's candidacy.

(c) A reasonable opportunity for all nominees to solicit votes.

(d) A reasonable opportunity for all members to choose among the nominees.

Any nominee for Director shall make available a half page resume that will be included
with the ballot sent to all voting members.
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A R T I C L E S . D I R E C T O R S

S E C T I O N 1 . N U M B E R

The corporation shall have five (5) Directors and collectively they shall be known as the
Board of Directors. The number may be changed by amendment of tliis Bylaw, or by repeal of this
Bylaw and adoption of a new Bylaw, as provided in these Bylaws.

S E C T I O N 2 . P O W E R

Subject to the provisions of the CaUfomia Nonprofit Mutual Benefit Corporation Law and
any limitations in the Articles of Incorporation and Bylaws relating to action required or permitted
to be taken or approved by the members, if any, of this corporation, tlie activities and affairs of this
corporation shall be conducted and all corporate powers shall be exercised by or imder the
direction of the Board of Directors.

S E C T I O N S . D U T I E S

It shall be the duty of the Directors to:

(a) Perform any and all duties imposed on them collectively or individually by law, by the
Articles of Incorporation or by these Bylaws.

(b) Appoint and remove, employ and discharge and, except as otherwise provided in these
Bylaws, prescribe the duties and fix compensation, if any, of all officers, agents and
employees of the corporation.

(c) Supervise all officers, agents and employees of the corporation to assure that tlieir
duties were performed properly.

(d) Meet at such times and places as required by these Bylaws.

(e) Register their addresses with the Secretary of the corporation, and notices of meetings
mailed or telegraphed to them at such addresses shall be valid notices thereof.

S E C T I O N 4 . T E R M O F O F F I C E

Each Director shall hold office for two (2) years. The first Board of Directors shall hold
office as follows: tliree (3) Directors shall be elect̂  for a term of one (1) year; two (2) Directors
shall be elected for a term of two (2) years. Thereafter, each Director shall hold office until the
next annual meeting for election of the Board of Directors as specified in these Bylaws, and until
his or her successor is elected and qualifies.
S E C T I O N S . C O M P E N S A T I O N

Directors shall serve without condensation except that they shall be allowed reasonable
advancement or reimbursement for expenses incurred in the performance of their regular duties as
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specified in Section 3 of this Article. Directors may not be compensated for rendering services to
the corporation in any capacity other than Director imless such other compensation is reasonable
and is allowed under the provisions of Section 6 of this Article.

S E C T I O N 6 . R E S T R I C T I O N S R E G A R D I N G I N T E R E S T E D D I R E C T O R S

Notwithstanding any other provisions of these Bylaws, not more than forty percent (40%)
of the persons serving on the Board may be interested persons. For purposes of this Section,
"interested persons" means either:

(a) Any person currently being compensated by the corporation for services rendered it
within the previous twelve (12) months, whether as full or part time officer or otlier
employee, independent contractor or otherwise, excluding any reasonable
compensation made to a Director as Director; or

(b) Any brother, sister, ancestor, descendant, spouse, brother-in-law, sister-in-law, son-in-
law, daughter-in-law, mother-in-law or father-in-law of any such person.

S E C T I O N 7 . P L A C E O F M E E T I N G S

Meetings shall be held at the principal office of the corporation unless otherwise provided
by the Board or at such place within or without the State of California which has been designated
from time to time by resolution of the Board of Directors. In the absence of such designation, any
meeting not held at the principal office of the corporation shall be valid only if held on the written
consent of all Directors given either before or after the meeting and filed with the Secretary of the
corporation or after all Board members have been given written notice of the meeting as hereinafter
provided for special meetings of the Board. Any meeting, regular or special, may be held by
conference telephone or similar communications equipment, so long as all Directors participating
in such meeting can hear one another.

SECTION 8. REGULAR AND ANNUAL MEETINGS

(a) Regular meetings of the Board shall be held, without call or notice, at Marin Valley
Mobile Country Club, 100 Marin Valley Drive, Novato, California 94949.

(b) At the annual regular meeting of the corporation on the first Saturday of June in each
year. Directors shall be elected by members of the Park Acquisition Corporation of
Marin Valley Mobile Country Club. Cumulative voting for the election of Directors
shall not be permitted. The candidates receiving the highest number of votes up to the
number of Directors to be elected shall be elected. Each member shall cast one vote,
with voting being by ballot only.
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^ S E C T I O N 9 . S P E C I A L M E E T I N G S

Special meetings of the Board of Directors may be called by the President, Vice President,
or by any two (2) Directors and such meetings shall be held at the place, within or without the
State of Califomia, designated by the person or persons calling the meetings, and in the absence of
such designation, at the principal office of the corporation.

S E C T I O N 1 0 . N O T I C E O F M E E T I N G S

Regular meetings of the Board may be held without notice. Special meetings of the Board
shall be held upon four (4) days notice by first-class mail or forty-eiglit (48) hours notice delivered
personally or by telephone or telegraph. If sent by mail or telegram, the notice shall be deemed to
be delivered on it's deposit in the mails or on it's delivery to the telegraph company. Such notices
shall be addressed to each Director at his or her address as shown on the books of the corporation.
Notice of the time and place of holding an adjourned meeting are fixed at the meeting adjourned
and if such adjoumed meeting is held no more than twenty-four (24) hours from the time of the
original meeting. Notice shall be given of any adjoumed regular or special meeting to Directors
absent fi-om the original meeting if the adjourned meeting is held more than twenty-four (24) hours
from the time of the original meeting.

S E C T I O N 11 . C O N T E N T S O F N O T I C E

Notice of meetings not herein dispensed with shall specify the place, day and hour of the
meeting. The purpose of any Board meeting need not be specified in the notice.

SECTION 12. WAIVER OF NOTICE AND CONSENT TO HOLDING MEETINGS

The transactions of any meeting of the Board, however called and noticed or wherever
held, are valid as though the meeting had been duly held after proper call and notice, provided a
quomm, as hereinafter defined, is present and provided that either before or after the meeting each
Director not present signs a waiver of notice, a consent to hold tlie meeting, or an approval of the
minutes thereof. All such waivers, consents or approvals shall be filed with corporate records or
made a part of minutes of the meeting

S E C T I O N 1 3 . Q U O R U M F O R M E E T I N G S

A quorum shall consist of a majority of tlie Board of Directors.

Except as otherwise provided in these Bylaws or in the Articles of Incorporation of this
corporation, or by law, no business shall be considered by the Board at any meeting at which a
quorum, as hereinafter defined, is not present and the only motion the President shall entertain at
such meeting is a motion to adjoum. However, a majority of the Directors present at such meeting
may adjoum from time to time luitil the time fixed for the next regular meeting of the Board.

When a meeting is adjoumed for lack of a quorum, it shall not be necessary to give any
notice of the time and place of the adjoumed meeting or business to be transacted at such meeting.
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other than by announcement at the meeting at which the adjournment is taken, except as provided
in Section 10 of this Article.

The Directors present at a duly called and held meeting at which a quorum is initially
present may continue to do business notwithstanding the loss of a quorum at the meeting due to a
withdrawal of Directors from the meeting, provided that any action thereafter taken must be
approved by at least a majority of the required quorum for such meeting or such greater percentage
as may be required by law, or the Articles of Incorporation or Bylaws of this corporation.

S E C T I O N 1 4 . M A J O R I T Y A C T I O N A S B O A R D A C T I O N

Every act or decision done or made by a majority of tlie Directors present at a meeting
duly held at which a quorum is present is the act of the Board of Directors, unless the Articles of
Incorporation or Bylaws of this corporation, or provisions of tlie Califomia Nonprofit Mutual
Benefit Corporation Law, particularly those provisions relating to appointment of committees
(Section 5212), approval of contracts or transactions in which a Director has a material financial
interest (Section 5233), and indemnification of Directors (Section 5238a), require a greater
percentage or different voting rules for approval of a matter by the Board.

S E C T I O N 1 5 . C O N D U C T O F M E E T I N G S

Meetings of the Board of Directors shall be presided over by the Chairman of the Board,
or, if no such person has been so designated, or, in his or her absence, the President of the

/»«*s corporation, or, in his or her absence, by the Vice President of the corporation, or, in the absence of
each of these persons, by a Chairman chosen by a majority of the Directors present at the meeting.
The Secretary of the corporation shall act as Secretary of all meetings of the Board provided that in
his or her absence, the presiding officer shall appoint another person to act as Secretary of the
meeting.

SECTION 16. ACTION BY UNANIMOUS WRITTEN CONSENT WITHOUT MEETING

Any action required or permitted to be taken by the Board of Directors under any provision
of law may be taken without a meeting, if all members of the Board shall individually and
collectively consent in writing to such action. Such written consent or consents shall be filed with
the minutes of the proceedings of the unanimous vote of the Directors. Any certificate or other
document filed under any provision of law which relates to action so taken shall state that the
action was taken by unanimous written consent of the Board of Directors without a meeting and
that the Bylaws of this corporation authorize the Directors to so act, and such statement shall be
prima fecie evidence to such authority.

S E C T I O N 1 7 . VA C A N C I E S

Vacancies on the Board of Directors shall exist (I) on the death, resignation, removal or
cessation of residency in the Marin Valley Mobile Country Club of any Director, and (2)
whenever the number of authorized Directors is increased.
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The Board of Directors may declare vacant the office of a Director, who has been declared
of unsound mind by a final order of court, or convicted of a felony, or misdemeanor involving
moral turpitude, or been found by a final order of judgment of any court to have breached any duty
under Section 5230 and following, of the California Nonprofit Mutual Benefit Corporation Law.

If this corporation has any members , then, if the corporation has less then twenty-five (25)
members. Directors may be removed without cause by a majority of all members, or, if the
corporation has twenty-five (25) or more members, by a vote of majority of the votes represented
at a membership meeting at which a quorum is present.

Any Director may resign effective upon giving written notice to the President, the
Secretary, or the Board of Directors, vmless the notice specifies a later time for the effectiveness of
such resignation. No Director may resign if the corporation would then be left without a duly
elected Director or Directors in charge of its affairs, except upon notice to the Attorney General.

Vacancies on the Board may be filled by a majority of Directors then in office, whether or
not less than a quorum, or by a sole remaining Director. If this corporation has members, however,
vacancies created by the removal of a Director may be filled only by approval of the members. The
members, if any, of this corporation may elect a Director at any time to fill any vacancy not filled
by the Directors.

A person elected to fill a vacancy as provided in this Section shall hold office imtil the next
annual election of the Board of Directors or until his or her death, resignation, removal from office
or cessation of residency in the Marin Valley Mobile Coimtry Club.

SECTION 18. NON-LIABILITY OF DIRECTORS

The Directors shall not be personally liable for the debts, liabilities or other obligations of
the corporation.

SECTION 19 INDEMNIFICATION BY CORPORATION OF DIRECTORS. OFFICERS.
E M P L O Y E E S A N D O T H E R A G E N T S

To the extent that a person, who is or was a Director, officer, employee or other agent of
this corporation, has been successfully on the merits in defense of any civil, criminal,
administrative or investigative proceeding brought to procure a judgment against such a person by
reason of the feet tliat he or she is, or was, an agent of the corporation, or has been successful in
defense of any claim, issue or matter therein, such person shall be indemnified against actually and
reasonably incurred by the person in connection with such proceedings.

If such person either settles any such claim or sustains a judgment against him or her, then
indemnification against expenses, judgments, fines, settlements and other amounts reasonably
incurred in connection with such proceedings shall be provided by this corporation but only to the
extent allowed by, and in accordance with, requirements of Section 5238 of the Califomia
Nonprofit Mutual Benefit Corporation Law.
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S E C T I O N 2 0 . I N S U R A N C E F O R C O R P O R AT E A G E N T S

The Board of Directors may adopt a resolution authorizing the purchase and maintenance
of insurance on behalf of any agent of the corporation (including a Director, officer, employee or
other agent of tlie corporation) against any liability other than for violating provisions of law
relating to self-dealing (Section 5233 of the Califomia Nonprofit Mutual Benefit Corporation Law)

asserted against or incurred by the agent in such capacity or arising out of the agent's status as
such, whether or not the corporation would have the power to indemnify the agent against such
liability under the provisions of Section 5238 of the Califomia Nonprofit Mutual Benefit
Corporation Law.

A R T I C L E 6 . O F F I C E R S

SECTION 1 ■ N U M B E R OF OFF IC E R S

The officers of this corporation shall be a President, a Secretary and a chief fuiancial
officer who shall be designated the Treasurer. The corporation may also have, as determined by the
Board of Directors, a Chairman of the Board, one or more Vice Presidents, Assistant Secretaries,
Assistant Treasurers or other officers. Any number of offices may be held by the same person
except that neither the Secretary nor the Treasurer may serve as Ae President or Chainnan of the
Board .

SECTION 2 QUALIFICATION. ELECTION AND TERM OF OFFICE

Any person may serve as officer of this corporation. Officers shall be elected by
membership, at a duly authorized meeting therefor, and each officer shall hold office for two (2)
years, or is removed or is disqualified to serve, or until his or her successor shall be elected and
qualified, whichever occurs first.

S E C T I O N 3 . S U B O R D I N AT E O F F I C E R S

The Board of Directors may appoint other officers or agents as it may deem desirable, and
such officers shall serve such terms, have such authority, and perform such duties as may be
prescribed fi-om time to time by the Board of Directors.

S E C T I O N 4 . R E M O V A L A N D D E S I G N A T I O N

Any officer may be removed with cause, by the Board of Directors, at any time. Any
officer may resign at any time by giving written notice to the Board of Directors or to the President
or to the Secretary of the corporation. Any such resignation shall take effect at the date of the
receipt of such notice or at any later date specified therein, and , unless otherwise specified therein,
the accept̂ ce of such resignation shall not be necessary to make it effective. The above provisions
of this Section shall be superseded by any conflicting terms of a contract whidh has been approved
or ratified by the Board of Directors relating to the employment of any officer of the corporation.
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S E C T I O N S . V A C A N C I E S

Any vacancy caused by death, resignation, removal, disqualification or otherwise, of any
officer shall be filled by the Executive Board. In the event of a vacancy in any office other than that
of President, such vacancy may be filled temporarily by appointment by the President until such
time as the Board shall fill tlie vacancy. Vacancies occurring in offices of officers appointed at the
discretion of the Board may or may not be filled as the Board shall determine.

S E C T I O N 6 . D U T I E S O F T H E P R E S I D E N T

The President shall be the chief executive officer of the corporation and shall, subject to
control of the Board of Directors, supervise and control the affairs of the corporation and the
activities of the officers. He or she shall perform all duties incident to his or her office and such
other duties as may be required by law, by the Articles of Incorporation of this corporation, or by
these Bylaws, or which may be prescribed from time to time by the Board of Directors. Unless
another person is specifically appointed as Chairman of the Board of Directors, he or she shall
preside at all meetings oftlie Board of Directors. If applicable, the President shall preside at all
meetings of the members. Except as otherwise expressly provided by law, by Articles of
Incorporation or by these Bylaws, he or she shall, in the name of the corporation, execute such
deeds, mortgages, bonds, contracts, checks or other instruments vviiich may from time to time be
autliorizes by the Board of Directors.

S E C T I O N 7 . D U T I E S O F V I C E P R E S I D E N T

In the absence of the President, or in the event of his or her inability or refusal to act, the
Vice President shall perform all duties of the President, and when so acting shall have all the
powers of, and be subject to all restrictions on the President. The Vice President shall have other
powers and perform such other duties as may be prescribed by law, by tlie Articles of
Incoiporation, or by these Bylaws or as may be prescribed by the Board of Directors.

S E C T I O N 8 . D U T I E S O F S E C R E TA R Y

The Secretary shall;

Certify and keep at the principal office of the corporation the original, or a copy, of these
Bylaws as amended or otherwise altered to date.

Keep at the principal office of the corporation or at such other place as the Board may
determine, a book of minutes of all meetings of Directors, and, if applicable, minutes of committees
of Directors and of members, recording therein the time and place of holding, whether regular or
special, how called, how notice thereof was given, the names of those present or represented at the
meeting and the proceedings thereof.
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See that all notices are duly given in accordance with the provisions of these Bylaws or as
required by law.

Be custodian of the records and of the seal of the corporation and see that the seal is
affixed to all duly executed documents, the execution of which on behalf of the corporation under
it's seal is authorized by law or by these Bylaws.

Keep at the principal office of the corporation a membership book containing the name and
address of each and any members who are tenants of a mobilehome space, and, in the case where
any membership has been terminated, he or she shall record such feet in the membership book.

Exhibit at all reasonable times to any Director of the corporation, or to his or her agent or
attorney, on request therefor, the Bylaws, the membership book and the minutes of the proceedings
of the Directors of this corporation.

In general, perform all duties incident to office of Secretary and other such duties as may
be required by law, by the Articles of Incorporation of this coiporation, or by these Bylaws, or
which may be assigned to him or her from time to time by the Board of Directors.

S E C T I O N 9 . D U T I E S O F T R E A S U R E R

Subject to the provisions of these Bylaws relating to the "Execution of Instruments,
Deposits and Funds", the Treasurer shall:

Have charge and custody of, and be responsible for, all funds and securities of the
corporation, and deposit all such funds in the name of the corporation in such banks, trust
companies, or otlier depositories as shall be selected by the Board of Directors

Receive, and give receipt for, monies due and payable to the corporation from any source
whatsoever.

Disburse or cause to be disbursed the funds of the corporation as may be directed by the
Board of Directors, taking proper vouchers for such disbursements.

Keep and maintain adequate and correct accounts of the corporation's properties and
business transactions, including accounts of its assets, liabilities, receipts, disbursements, gains and
losses.

Exhibit at all reasonable times the books of account and financial records to any Director
of the corporation, or to his agent or attomey, on request therefor.

Render to the President and Directors, whenever requested, an account of any or all of his
or her transactions as Treasurer and of the financial condition of the corporation.

Prepare, or cause to be prepared, and certify, or cause to be certified, the financial
statements to be included in any required reports.
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In general, perform all duties incident to the office of Treasurer and such other duties as
may be required by law, the Articles of Incoiporation of the corporation, or by these Bylaws, or
which may be assigned to him or her from time to time by the Board of Directors.

S E C T I O N 1 0 . C O M P E N S A T I O N

The salaries of the officers, if any, shall be fixed from time to time by resolution of the
Board of Directors, and no officer shall be prevented from receiving such salary by reason of tlie
fact that he or she is also a Director of the corporation, provided, however, that such compensation
paid a Director for serving as a officer of this corporation shall only be allowed if permitted under

the provisions of Article 5, Section 6, of these Bylaws. In all cases, any salaries received by
officers of the corporation shall be reasonable and given in retum for serviced actually rendered

the corporation which relate to the performance of the charitable or public purposes of this
corporation.

ARTICLE 7. EXECUTION OF INSTRUMENTS, DEPOSITS AND FUNDS

S E C T I O N I . E X E C U T I O N O F I N S T R U M E N T S

The Board of Directors, except as otherwise provided in tliese Bylaws, may by resolution
authorize any officer or agent of the corporation to enter into any contract or execute and deliver
any instrument in the name and on behalf of the corporation, and such authority may be general or
confined to specific instances. Unless so authorized, no officer, agent or employee shall have any
power or authority to bind the corporation by any contract or engagement or to pledge its credit or
to render it liable monetarily for any purpose or in any amount.

S E C T I O N 2 . C H E C K S A N D N O T E S

Except as otherwise specifically determined by resolution of the Board of Directors, or as
otherwise required by law, checks, drafts, promissory notes, orders for payment of money and
other evidence of indebtedness of the corporation shall be signed by any two (2) of the President,
Vice President and Treasurer.

S E C T I O N S . D E P O S I T S

All fimds of the corporation shall be deposited from time to time to the credit of the
corporation in such banks, trust companies or other depositories as the Board of Directors may
select.
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S E C T I O N 4 . G I F T S

The Board of Directors may accept on behalf of the corporation any contribution, gift,
bequest or devise for charitable or public purposes of this corporation.

ARTICLE 8. CORPORATE RECORDS, REPORTS AND SEAL

SECTION I. MAINTENANCE OF CORPORATE RECORDS

The corporation shall keep at its principal office in the State of Califomia:

(a) Minutes of all meetings of Directors, committees of the Board and, if this corporation
has members, of all meetings of members, indicating the time and place of holding
such meetings, whether regular or special, how called, the notice given and the names
of tliose present and tlie procedures tliereof.

(b)Adequate and correct books and records of account, including accounts of its

properties and business transactions and accounts of its assets, liabilities, receipts,
disbursements, gains and losses.

© A record of its members, if any, indicating their names and addresses and, if
applicable, the class of membership held by each member and the termination date of any
membership.

(d) A copy of the coiporation's Articles of Incorporation and Bylaws as amended to date,
which shall be open to inspection by the members, if any, of the corporation at all
reasonable times during office hours.

S E C T I O N 2 . C O R P O R AT E S E A L

The Board of Directors may adopt, use, and at will alter a corporate seal. Such seal shall
be kept at the principal office of the corporation. Failure to affix the seal to corporate instruments,
however, shall not affect the validity of any such instrument.

SECTION 3. DIRECTORS' INSPECTION RIGHTS

Every Director shall have the absolute right at any reasonable time to inspect and copy all
books, records and documents of every kind and to inspect the physical properties of the
corporation.
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S E C T I O N 4 . M E M B E R S I N S P E C T I O N R I G H T S

If this corporation has any members, then each and every member shall have the following
inspection rights, for a purpose reasonably related to such person's interest as a member:

(a) To inspect and copy the record of all member's names, addresses and voting rights, at
reasonable times, upon five (5) business days' prior written demand on the
corporation, which demand shall state the purpose for viiich the inspection rights are
requested.

(b) To obtain from the Secretary of the corporation, upon written demand and payment of
a reasonable charge, a list of die names, addresses and voting rights of those members
entitled to vote for the Directors as of the most recent record date for which the list has
been compiled or as of the date specified by the member subsequent to the date of
demand. The demand shall state the purpose for which the list is requested. The
membership list shall be made available on or before the later of ten (10) business days
after the demand is received or after the date specified therein as of which list is to be
compiled.

(c) To inspect at any reasonable time the books, records or minutes of proceedings of the
members or of die Board or committees of the Board, upon written demand on the
corporation by the member, for a purpose reasonably related to such person's interests

_ a s a m e m b e r .

S E C T I O N 5 . R I G H T T O C O P Y A N D M A K E E X T R A C T S

Any inspection under the provisions of this Article may be made in person or by an agent
or attorney and right to inspection includes the right to copy and make extracts.

S E C T I O N 6 . A N N U A L R E P O R T

The Board shall cause an annual report to be fumished not later than one hundred twenty
(120) days after the close of the corporation's fiscal year to all Directors of the corporation and, if
this corporation has members, cause that report to be posted in the CIubhouse,which report shall
contain the following information in appropriate detail;

(a) The assets and liabilities, including the trust funds, of the corporation as of the end of
the fiscal year.

(b) The principal changes in assets and liabilities, including trust funds, during the fiscal
y e a r .

(c) The revenue or receipts of the corporation, both unrestricted and restricted to
particular purposes, for the fiscal year.
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(d) The expenses or disbursements of the corporation, for both general and restricted
purposes, during the fiscal year.

(e) Any information required by Section 7 of this Article.

The annual report shall be accomplished by any report thereon of independent accovmtants,
or, if there is no such report, the certificate of an authorized officer of the corporation that such
statements were prepared without audit from books and records of tlie corporation.

If this corporation has members, then, if this corporation has more than three hundred
thirteen (313) members or more than Three Hundred Thousand Dollars ($300,000.00), excluding
any value that may be attributable by reason of ownership of Park assets, at any time during the
fiscal year, tliis corporation shall automatically send the above annual report to all members, in
such manner, at such time, and with such contents, including an accompanying report from
independent accountants or certification of a corporate officer, as specified by the above provisions
of this Section relating to the annual report.

SECTION 7. ANNUAL STATEMENT OF SPECIFIC TRANSACTIONS TO MEMBERS

If this corporation has any members and provides tliem with an annual report to all
members according to the provisions of Section 6 of this Article, then such annual report shall
include the information required by tliis Section. If an annual report is not required to be sent to the
members, then this corporation shall mail or deliver to all members a statemait within one hundred
twenty (120) days after close of its fiscal year which briefly describes the amount and
circumstances of any indemnification or transaction of the following kind:

(a) Any transaction in which the corporation, or its parent or subsidiary was a party, and
in which either of the following had a direct or indirect material financial interest:

(1) Any Director or officer of the corporation, or its parent or subsidiary ( a mere
common directorship shall not be considered a material financial interest); or

(2) Any holder of more than ten percent (10%) of the voting power of the
corporation, its parent or subsidiary.

Tlie above statement need only be provided with respect to a transaction during the
previous fiscal year involving more than Forty Thousand Dollars ($40,000.00) or which was one
of a nmnber of transactions with the same person involving, in the aggregate, more than Forty
Thousand Dollars ($40,000.00).

Similarly, the statement need only be provided with respect to indemnification or advances
aggregating more than Ten Thousand Dollars ($10,000.00) paid during the previous fiscal year to
any Director or Officer, except that no such statement need be made if indemnification was
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approved by the members pursuant to Section 5238(e)(2) of the Califomia Nonprofit Mutual
Benefit Corporation Law.

Any statement required by this Section shall briefly describe the names of interested
persons involved in such transaction, stating each person's relationship to the corporation, the
nature of such person's interest in the transaction and, where practical, the amount of such interest;
provided, that in the case of a transaction with a partnership of which such person is a partner,
only the interest of the partnership need be stated.

A R T I C L E 9 . F I S C A L Y E A R

S E C T I O N 1 F I S C A L Y E A R O F T H E C O R P O R AT I O N

The fiscal year of the corporation shall begin on the first day of January and end on the
thirty-first day of December in each year.

A R T I C L E 1 0 . B Y L A W S

S E C T I O N 1 . A M E N D M E N T

Subject to any provision of law applicable to the amendment of Bylaws of public benefit
nonprofit corporations, these Bylaws, or any of them, may be altered, amended or repealed and
new Bylaws adopted as follows:

Subject to the power of the members, if any, to change or repeal them, by approval of the
Board of Directors unless tlie Bylaw amendment would materially and adversely affect
the rights of members, if any, as to voting or transfer, provided, however, if this
corporation has admitted any members, tlien a Bylaw specifying or changing the fixed
number of the Directors of the corporation, tlie maximum or minimum number of
Directors, or changing from a fixed to variable Board or visa versa, may not be
adopted, amended or repealed except as provided in subparagraph (b) of Ais Section;
o r

(b) By approval of the members, if any, of this corporation.

A R T I C L E 1 1 . A M E N D M E N T O F A R T I C L E S

S E C T I O N 1 . A M E N D M E N T O F A R T I C L E S B E F O R E A D M I S S O N O F M E M B E R S

Before any members have been admitted to the corporation, amendment of the Articles of
Incorporation may be adopted by approval of the Board of Directors.
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S E C T I O N 2 . A M E N D M E N T O F A R T I C L E S A F T E R A D M I S S I O N O F M E M B E R S

After members, if any, have been admitted to the corporation, amendment of the Articles
of Incorporation maybe adopted by approval of the Board of Directors and by the approval of
members of this corporation.

S E C T I O N 3 . C E R T A I N A M E N D M E N T S

Notwithstanding the above Section of tliis Article, this corporation shall not amend it's
Articles of Incorporation to alter any statement which appears in the original Articles of
Incorporation and of names and addresses of the first Directors of this corporation or the name and
address of it's initial agent, except to correct an error in such statement or to delete either statement
after the corporation has filed a "Statement by a Domestic Non-Profit Corporation" pursuant to
Section 6210 of the California Nonprofit Corporation Law.

A R T I C L E 1 2 . P R O H I B I T I O N A G A I N S T S H A R I N G C O R P O R A T E P R O F I T S
A N D A S S E T S

S E C T I O N 1 . P R O H I B I T I O N A G A I N S T S H A R I N G C O R P O R AT E P R O F I T S A N D A S S E T S

No member. Director, officer, employee or otlier person connected with this corporation,
or any private individual, shall receive at any time any of the net earnings or pecuniary profit from
operations of the corporation, provided, however, tliat this provision shall not prevent payment to
any such person for reasonable compensation for services performed for the corporation in
affecting any of it's public or charitable purposes, provided that such compensation is otherwise
permitted by these Bylaws and is fixed by a resolution of the Board of Directors; and no such
person or persons shall be entitled to share in tlie distribution of, and shall not receive, any of the
corporate assets on dissolution of the corporation. All members, if any, of the corporation shall be
deemed to have expressly consented and agreed that on such dissolution or winding up of the
affairs of the corporation, whether voluntarily or involuntarily, assets of the corporation, after all
debts have been satisfied, then remaining in the hands of the Board of Directors, shall be
distributed as required by the Articles of Incorporation of this corporation and not otherwise.
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C E R T I F I C A T E O F S E C R E T A R Y

PARK ACQUISITION CORPORATION OF
M A R I N V A L L E Y M O B I L E C O U N T R Y C L U B

A California Nonprofit Corporation

I hereby certify that I am the duly elected and acting Secretary of said

Corporation and that the forgoing Bylaws, comprising 22 pages, constitute the Bylaws of

said Corporation as duly adopted at a meeting of the Board of Directors

tliereof on 3 '0- / ? ^ 7

Dated: _ , 1 9 ^

Secretary
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S E C R E T A R Y O F S T A T E

C E R T I F I C A T E O F S T A T U S
D O M E S T I C C O R P O R A T I O N

I, BILL JONES, Secretary of State of the State of California, hereby certify:

, 2 8 t h , r J u n eT h a t o n t h e d a y o f ^ , 1 9
PARK ACQUISITION CORPORATION OF MARIN VALLEY

MOBILE COUNTRY CLUB

became incorporated under the laws of the State of California by filing its Articles of
Incorporation in this office; and

That no record exists in this office of a certificate of dissolution of said corporation
nor of a court order declaring dissolution thereof, nor of a merger or consolidation which
terminated i ts ex is tence; and

That said corporation's corporate powers, rights and privileges are not suspended on
the records of this office; and

That according to the records of this office, the said corporation is authorized to
exercise all its corporate powers, rights and privileges and is in good legal standing in the
State of Cal i forn ia; and

That no in format ion is ava i lab le in th is o ffice on the financ ia l condi t ion, bus iness
activity or practices of this corporation.

IN WITNESS WHEREOF, I execute this
c e r t i fi c a t e a n d a f fi x t h e G r e a t S e a l o f
the State of California this day of

F e b r u a r y 2 7 , 1 9 9 7

Secretary of State

S E C / S T A T E F O R M C E - 1 1 2 ( R E V . 9 / 9 5 )
9 5 3 0 0 8 9

d r



$15,485,000
SENIOR REVENUE BONDS, SERIES 1997A

(MARIN VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT)

I S S U E D F O R T H E B E N E H T O F T H E
NOVATO FINANCING AUTHORITY (CALIFORNU)

F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E

A U T H O R I T Y

$1,585,000
SUBORDINATE REVENUE BONDS, SERIES 1997B

(MARIN VALLEY MOBILE COUNTRY CLUB PARK
ACQUISITION PROJECT)

ISSUED FOR THE BENEFIT OF THE
NOVATO FINANCING AUTHORITY (CALIFORNIA)

F A C I L I T A T E D B Y T H E
CALIFORNIA LOCAL GOVERNMENT FINANCE

A U T H O R I T Y

CLOSING CERTIFICATE OF THE PARK ACQUISITION CORPORATION
O F M A R I N V A L L E Y C O U N T R Y C L U B

The undersigned, with regards to the above referenced Bonds (the "Bonds") hereby states
and cert ifies:

(a) that they are the duly appointed, qualified and acting authorized representatives
of the Park Acquisition Corporation of Marin Valley Mobile Country Club (the "PAC"), a
California nonprofit, mutual benefit corporation duly organized and existing under the laws of
the State of California, and as such, are familiar with the facts herein certified and are
authorized and qualified to certify the same;

(b) that on February 24, 1997 the Board of Directors of the PAC duly adopted
Resolution No. 97-224 (the "Resolution"), which Resolution has not been amended, modified,
supplemented, rescinded or repealed and remains is full force and effect as of the date hereof;

(c) that, by all necessary action, the PAC has duly authorized and approved the
execution and delivery of, and the performance by the PAC of the obligations on its part
contained in, the following agreements (collectively referred to herein as the "PAC
Documents"):

(i) the Loan Agreement, dated as of March 1, 1997 (the "Loan Agreement"),
by and among the PAC, California Local Government Finance Authority ("CLGFA"),
the Novato Financing Authority ("Owner");

(ii) the Housing Assistance Pledge Agreement and Declaration of Restrictive
Covenants, dated as of March 1, 1997 (the "Pledge Agreement") by and among the PAC,
the Redevelopment Agency of the City of Novato (the "Agency") and the Owner;

(iii) the Marin Valley Mobile Country Club Park Delegation Agreement, dated
as of March 1, 1997, by and between the PAC and the Owner;

(iv) the Management Agreement, dated as of March 1, 1997, by and between
the PAC and Storz Management Company, Inc. (the "Property Manager");

C L O D O C S
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(v) the In-Lieu-Of-Tax Agreement, dated as of March 1, 1997, by and among
the PAC, the City of Novato (the "City") and the Owner;

(vi) the Deposit Only Account Agreement, dated as of March 1, 1997, by and
among the Property Manager, Bank of Marin, the PAC and First Trust of California,
National Association, as trustee (the "Trustee);

(vii) the Capital Improvements Agreement, dated March 13,1997, and executed
by the Owner and the PAC;

(viii) the Letter of Representation attached to the Purchase Contract, dated
March 10, 1997, by and between the Owner and Sutro & Co. Incorporated, as
representative of the underwriters (the "Underwriter");

(ix) the Continuing Disclosure Agreement relating to the Senior Bonds, dated
as of March 1, 1997;

(x) the Continuing Disclosure Agreement relating to the Subordinate Bonds,
dated as of March 1, 1997;

(xi) the Insurance and Indemnity Agreement, dated as of March 1, 1997, by
and among the PAC, the Owner and Financial Security Assurance Inc.;

(xii) the Purchase Agreement, dated as of March 1, 1997, by and between the
PAC and the Owner;

(xiii) the Assigiment of Rental Agreements, made as of March 13, 1997, by the
PAC in favor of the Owner; and

(xiv) other documents contemplated thereby;

(d) that the representations, warranties and covenants of the PAC contained in the
PAC Documents are true and correct in all material respects on and as of the date hereof as if
made on the date hereof, and the PAC has complied with all of the terms and conditions of the
PAC Documents, the Offering Statement and the Private Placement Memorandum required to
be complied with by the PAC at or prior to the date hereof;

(e) that the information in the Preliminary Offering Statement, the Offering Statement
and the Private Placement Memorandum insofar as it relates to the PAC is true and correct and
does not contain any untrue statement of a material fact or omit to state a material fact required
to be stated therein or necessary to make the statement therein, in light of the circumstance
under which they were made, not misleading;

C L O D O C S
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(f) that to the best of my knowledge, the information in the Offering Statement or in
the Private Placement Memorandum insofar as it relates to the Project and the PAC (as such
term is defined in the Trust Indenture, dated as of March 1, 1997, by and among CLGFA and
First Trust of California, National Association, as trustee) is true and correct and does not
contain any untrue statement of a material fact or omit to state a material fact required to be
stated therein or necessary to make the statement therein, in light of the circumstance under
which they were made, not misleading

(g) that to the best of my knowledge no event affecting the PAC or the Project has
occurred since the dates of the Offering Statement or the Private Placement Memorandum which
has not been disclosed therein or in any supplement or amendment thereto which event should
be disclosed in the Offering Statement or the Private Placement Memorandum for the purpose
for which it is to be used or in order to make the statements therein, in light of circumstance
under which they were made, not misleading;

(h) that the PAC has complied with the PAC Documents and the relevant laws of the
State;

(i) that all approvals, consents and orders of any governmental authority, board,
agency or commission having jurisdiction which would constitute a condition precedent to the
performance by the PAC of its obligations under the PAC Documents have been obtained;

(j) that there is no action, suit, proceeding, inquiry or investigation which is pending
or, to the best of my knowledge in this official capacity, after due inquiry, threatened against
the PAC by or before any court, governmental agency or public board or body which:

(i) in any way questions the existence or powers of the PAC or the titles of
the officers of the PAC in their respective capacities,

(ii) in any way affects or contests the validity of the PAC Documents or the
authority of the PAC to enter into the PAC Documents,

(iii) in any way restrains or enjoins the issuance or delivery of the Bonds or
the collection of the Revenues pledged under the Indenture.

C L O D O C S
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$ 1 5 , 4 8 5 , 0 0 0 $ 1 , 5 8 5 , 0 0 0
SENIOR REVENUE BONDS, SERIES 1997A SUBORDINATE REVENUE BONDS, SERIES 1997

(MARIN VALLEY MOBILE COUNTRY CLUB PARK CMARIN VALLEY MCBILE COUNTRY CLUB PAR]
A C Q U I S I T I O N P R O J E C T ) A C Q U I S I T I O N P R O J E C T )

I S S U E D F O R T H E B E N E F I T O F T H E I S S U E D F O R T H E B E N E F I T O F T H E
NOVATO FINANCING AUTHORITY (CALIFORNIA) NOVATOnNANONG AUTHORITY (CAUFORNLi

F A C I L I T A T E D B Y T H E F A C I L I T A T E D B Y T H E
C A L I F O R N I A L O C A L G O V E R N M E N T F I N A N C E C A L I F O R N I A L O C A L G O V E R N M E N T E N A N a

A U T H O R I T Y A U T H O R I T Y

I N C U M B E N C Y A N D S I G N A T U R E C E R T I F I C A T E O F T H E C I T Y O F N O V A T O

The undersigned hereby state and certify:

(a) that they are the duly appointed, qualified and acting Mayor and City Clerk,
respectively, of the City of Novato (the "City"), a municipal corporation duly organized and
existing under the Constitution and laws of the State of California, and as such are familiar with
the facts herein certified and are authorized and qualified to certify the same;

(b) that the following are now, and have continuously been since the dates of the
beginning of their respective current terms of office, the duly qualified and acting member of
the governing body of the City and (ii) remain in office through the date hereof:

M e m b e r s Pos i t i on
Ending Date

of Cur rent Term

Patr ic ia Eklund M a v o r November 1997

Ernest J. Gra^ Counc i lmembe r November 1997

M i c h a e l D i G i o r g i o C o u n c i l m e m b e r November 1999

Caro le D i l l on -Knu tson Counc i lmembe r November 1999

Cvn th ia L . Mur ra \ Counc i lmembe r November 1999

(c) that the signatures set forth opposite the names and title of the following persons
are the true and correct specimen, or are the genuine, signatures of such person, each of whom
holds the office designated:

0 2 / 1 2 6 3 3 5 . 2



N a m e / T i t l e

N a m e ; P a t r i c i a E k l u n d
T i t l e : M a y o r

Name: Sh i r l ey Gremme ls
T i t l e : C i t y C l e r k

D a t e d : M a r c h 1 9 9 7

S i g n a t u r e

^ ^ J

C I T Y 0

Mayor

City Clerk

0 2 / 1 2 6 3 3 5 . 2 2



O R D I N A N C E N O . 1 3 4 1

A N O R D I N A N C E O F T H E C I T Y O F N O VAT O
A D D I N G C H A P T E R X X T O T H E

NOVATO MUNICIPAL CODE, ESTABLISHING A
S Y S T E M O F M O B I L E H O M E R E N T C O N T R O L

The City Council of the City of Novato does ordain as follows:

Section 1. Chapter XX is hereby added to the City of Novato Municipal Code to read as
f o l l o w s :

C H A P T E R X X

R E N T C O N T R O L - M O B I L E H O M E S

2 0 - 1 . D e fi n i t i o n s .

For the purpose of this chapter, the following terms and phrases shall be defined as
f o l l o w s :

A. "Board" shall mean the City of Novato Rent Stabilization Board,

B. "Capital improvements" shall have the same meaning as is ascribed to that
term in the United States Internal Revenue Code. Ordinary maintenance and/or repairs
which are deductible pursuant to 26 U.S.C. Section 167 of the Internal Revenue Code are
not capital improvements.

C. "Consumer Price Index" or "CPI" shall mean the Consumer Price Index for all
urban consumers in the San Francisco/Oakland area published by the Bureau of Labor
Stat ist ics.

D. "Exceptional circumstances" shall mean unforeseen and unanticipated events
including but not limited to natural disasters (floods, earthquake, fires and landslides) and
vacancy rates of existing mobilehome spaces exceeding 25%. The Board shall have complete
discretion in determining when an "exceptional circumstance" arises.

E. "Housing service" shall mean a service provided by the owner related to the
use or occupancy of a mobilehome space, which is not a capital improvement as that term is
defined herein, including but not limited to, repairs, replacement, maintenance, painting,
lighting, heat, water, laundry facilities, refuse removal, recreational facilities, parking,
security service and employee services.

c: \wp51 \nov\rentord. c 1 Februaiy 22. 1996



F. "Maximum allowable rent" shall mean the maximum amount of rent permitted
to be charged a tenant for a mobilehome space under this chapter.

G. "Mobilehome" shall mean a structure, designed for human habitation and for
being moved on a street or highway under permit pursuant to California Vehicle Code
section 35790, as defined in California Civil Code section 798.3 as it may be amended from
time to t ime.

H. "Mobilehome park" or "park" shall mean any area of land within the City of
Novato where two (2) or more mobilehome spaces are rented, or held out for rent, to
accommodate mobilehomes used for human habitat ion.

I. "Mobilehome space" shall mean the site within a mobilehome park intended,
designed or used for the location or accommodation of a mobilehome and any accessory
structures or appurtenances attached thereto or used in conjunction therewith.

J. "Owner" shall mean the owner or operator of a mobilehome park or an agent
or representative authorized to act on said owner's or operator's behalf in connection with
the maintenance or operation of such park.

K. "Rent" shall mean the consideration paid for the right of use, possession and
occupancy of property, including the right to the use of a space within a mobilehome park on
which to locate, maintain, and occupy a mobilehome, site improvements, and accessory
structures for human habitation, including the use of the services and facilities of the park.

L. "Rent Stab i l i za t ion Admin is t ra t ion Fee" sha l l mean the fee es tab l ished f rom
time to time by resolution of the City Council in accordance with the provisions of the
chapter.

M. "Rent increase" shall mean any increase in rent charged by an owner to a
tenant including any reduction in housing services without a corresponding reduction in the
amount demanded or paid for rent.

N. "Tenancy" shall have the same meaning as is ascribed to that term in
California Civil Code § 798.12.

O. "Tenant " sha l l mean "homeowner" as the la t te r te rm is defined in C iv i l Code
§ 798.9, and shall include a person who is not currently a mobilehome space tenant in a
mobilehome park but is a prospective mobilehome space tenant who desires the use of a
mobilehome space as defined in this chapter and has presented himself/herself to the owner
as such (sometimes referred to hereafter as a "tenant to be").

c:\wp5 l\nov\rcntord.c 2 February 22, 1996



20-2. Applicability/Exceptions

A. Except as otherwise provided hereinafter, the provisions of this chapter apply
only to mobilehome parks which contain mobilehome spaces as defined in this chapter and to
the mobilehomes within such parks.

B. No rent increases shall be permitted with respect to any mobilehome space
after the adoption of this chapter, except as authorized by this chapter or applicable law.

C. The right to institute rent increases permitted hereunder is subject to
compliance with the notice provisions of the California Civil Code. Said notice shall contain
that information required by the Board in accordance with rules it adopts.

D. No owner may increase rents in accordance with Section 20-5 (General Rent
Adjustments) at any time when a park is delinquent in payments of the rent stabilization
administration fee required pursuant to this chapter and/or is not in substantial compliance
with other registration requirements.

E. Mobilehome spaces covered by a rental agreement meeting the requirements of
Civil Code Section 798.17 are exempt from those provisions of this Chapter pertaining to
maximum al lowable rents.

F. New construction (newly constructed spaces initially held out for rent after
January 1, 1990) is exempt from this chapter pursuant to Civil Code Section 798.45.

G. After securing budgetary authorization from the City Council and conducting
the studies and investigations it deems appropriate and necessary, the Board may promulgate
rules and regulations under which parks may be exempted from this Chapter XX; provided,
however, that said rules and regulations shall not exempt parks or owners from this Chapter
XX unless the mobilehome space rents charged by the owner are less than that which would
otherwise be allowed under this Chapter.

20-3. Establ ishment of Rent Stabi l izat ion Board.

A. There is established the City of Novato Rent Stabilization Board.

B. The Board shall consist of five voting members. No voting member of the
Board shall be a mobilehome park owner, operator or manager or a mobilehome park tenant
or lessee subject to this chapter. In addition, there shall be two non-voting members who
shall serve in an advisory capacity to the Board. One non-voting member shall be chosen
from candidates nominated by owners and one non-voting member shall be chosen from
candidates nominated by tenants. Voting members of the Board shall be residents of the
City and shall serve without compensation.
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C. The City Council shall appoint the initial members of the Board within thirty
(30) days after the effective date of this chapter. Board members shall be appointed to terms
of two years, except that of the first Board, two voting members shall be appointed to terms
of one year so that there will be staggered terms of the voting members. Each Board
member serves at the pleasure of the Council and, at any time for any or no reason, may be
removed from the Board upon a majority vote of the Council.

D. The Board shall adopt rules and procedures for scheduling its meetings,
conducting hearings and exercising its powers and functions, provided, however, that such
rules and procedures shall not conflict with the provisions of this chapter and shall be in
compliance with the requirements of statutory and case law.

E. The Board shall elect firom its voting members a chairperson and vice
chairperson who shall serve one-year terms and thereafter until their successors are elected.
The chairperson shall preside at meetings of the Board, represent the Board at functions and
perform such duties as may be assigned to the position. The vice chairperson shaU preside at
meetings and perform the duties of the chairperson in the absence of the chairperson.

F. Three (3) voting Board members shall constitute a quorum. The Board shall
not transact any business unless a quorum is present and voting. Decisions of the Board
shall be made by a majority vote of the members voting on the matter.

G. The Board shall perform the duties and exercise the powers set forth in this
chapter and shall recommend ordinances to the City Council as needed for the fair operation
of this chapter.

H. The Board shall appoint administrative hearing officers to hear individual rent
adjustment applications pursuant to the procedures set forth in Sections 20-9 and 20-10
here in .

I. The duties and responsibilities of the Board shall include the hearing of
individual rent adjustment appeals and making determinations thereon in the manner set forth
in this chapter.

2 0 4 . B a s e R e n t .

A. Except as provided in this chapter, an owner shall not demand, accept or
retain rent for a mobilehome space exceeding the base rent which was the rent in effect for
that space on January 1, 1996. If a previously rented mobilehome space was not rented on
January 1, 1996, the base rent shall not exceed the rent in effect during the last month the
space was rented prior to January 1, 1996, except as provided in this chapter.
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B. On the date the ordinance which enacts this Chapter becomes effective, each
owner may demand, accept and retain rent for mobilehome spaces whose rents are controlled
by this Chapter in an amount equal to the base rent.

C. Within 90 days after the adoption of this chapter, each owner shaU provide
notice to each tenant, as required under law, of the rent that may be charged and collected
pursuant to this chapter.

20-5. Genera l Rent Ad jus tments

Automatic Increase by 75% of CPI

A. Each January 1, commencing with January 1, 1997, an owner may increase the
rent charged for a mobilehome space by 75 % of the percentage increase in the CPI occurring
over no more than the most recent twelve-month period for which CPI data is available since
the last rent increase permitted pursuant to this Section or Section 20-9.

B. Each January 1, commencing with January 1, 1997, each owner shaU decrease the
rent charged for a mobilehome space by 75 % of the percentage decrease in the CPI
occurring over no more than the most recent twelve-month period for which CPI data is

^ available since the las*, rent increase permitted pursuant to this Section or Section 20-9.
20-6. Limitat ions on Rent Increases

A. The increases allowed by the terms of this chapter shaU be applied equally to
aU mobilehome spaces subject to an increase as provided herein.

B. The owner, in calculating the amount of increase allowed, shall apply the
percentage increase as allowed in Section 20-5 ("General Rent Adjustment") to the maximum
allowable rent permitted to be charged on the immediately preceding December 31 to
determine the actual doUar increase.

C. The calculations showing the amount of anticipated increase and how the
increase was determined shall both be posted for public viewing in the office of the park
manager or an area where it can easily be seen by the tenants and a copy forwarded to the
Board. The accuracy of representations memorizdized in said calculations shall be executed
under penalty of perjury.

■Q-7. Pass Throughs

A. Charges authorized by Civil Code Sections 798.41 and 798.49 to be separately
charged to a tenant shall not be considered part of the rent controlled hereunder and shall be
governed by the provisions of those code sections.

5



^0^B. Amortized costs of beneficial capital improvements exceeding existing reserves
for replacement, plus a reasonable profit and reasonable finance expenses incurred in
connection therewith, shall be considered part of the rent, and at the option of the owner,
may be passed through to tenants under rules and procedures adopted by the Board. Such
capital improvement costs and profits, if elected to be passed through to tenants by the
owner, shall not constitute a factor to be considered in determining fair return under Sections
20-9 and 20-12, below (the individual rent adjustment), nor shall they be considered part of
the rent base upon which future rent increases can be made in accordance with §20-5 (the
"General Rent Adjustment").

1. For purposes of this chapter, "beneficial capital improvements" shall
generally mean a capital improvement required to assure that the common facilities and areas
of the park are decent, safe, and sanitary or to assure the continuation of the existing level of
park amenities and services, so long as such improvement has been completed and is:

(a) Distinguished from ordinary repair or maintenance;

(b) For the primary benefit, use, or enjoyment of the tenants;

(c) .Permanently fixed in place or relatively immobile and dedicated
to the use of the property to the extent permitted by Board rule;

(d) Not coin-operated nor one for which a "use fee" or other charge
is imposed on tenants for its use;

(e) Amortized over the remaining useful life of the improvement;
a n d

(f) Not maintenance of the infrastructure of gas or electrical lines
or facilities within the mobilehome park for which the public utility has permitted the owner
a special premium with the intent that it be used to replace or otherwise maintain the system
within the mobilehome park.

2QiS. Vacancv Control

No increase in rent shall be authorized by virtue of a change in occupancy of a
mob i l ehome .

Notwithstanding anything to the contrary stated above, the Board may adopt rules and
regulations which permit park owners to increase rents by virtue of a change in occupancy of
a mobilehome where the rent charged to the previous occupant or mobilehome owner was
historically low.
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A . A o p l i c a t i o n f o r I n d i v i d u a l A d j u s t m e n t .

In the event a park owner contends that the General Rent Adjustment as
provided in Section 20-5, and the pass throughs provided in Section 20-7 do not result in a
just and reasonable return to the park owner, the park owner may file a petition for a
hearing to determine the maximum allowable rent that will provide the owner a fair and
reasonable return. Only one individual adjustment petition can be filed within a 12 month
period, [unless the owner can establish "exceptional circumstances". For purposes of this
Section 20-9(A), "exceptional circumstances" shall mean that the inability of an owner to file
more than one individual rent adjustment petition within said 12 month period will
immediately result in that owner being denied a fair and reasonable return without possibility
that the adjustment which would otherwise have been sought could be sought and granted by
way of a future rent adjustment petition otherwise permitted hereunder.]

The park owner shall complete and file with the Board a petition on a form
prescribed by the Board or otherwise permitted by law for that purpose. The petition must
be signed under penalty of p iijury. The petition must be accompanied by payment of the fee
set for this purpose by Council resolution.

B . H e a r i n g O f fi c e r .

The Board shall appoint an administrative hearing officer to hear any
individual adjustment petition. The following procedure shall be used in making said
appointment:

1. Any interested person may submit a name of a nominee to the Board
with a description of his/her applicable experience (preferably a curriculum vitae).

2. The Board shall select a hearing officer from the nominees within 20
days of the petition.

3. The Board may consider the following criteria in selecting the hearing
o f fi c e r .

a. Expertise in rental disputes and issues.

b. Legal experience.

c. Business and professional experience.

^ d . E d u c a t i o n a n d t r a i n i n g i n d i s p u t e r e s o l u t i o n .
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e. The fee requested by the nominee.

The hearing officer shall not own any interest in a mobilehome park,
and shall not reside in a mobilehome park.

Petitioner shall bear the cost of the hearing officer. The Board shall
notify the petitioner of its selection, the estimated costs of the hearing officer and request
payment. Within 10 business days of mailing notice of the selected hearing officer, the
petitioner shall deliver payment of the hearing officer's estimated fee to the Board. After
notice to the owner, failure to timely pay the hearing officer's estimated fee shall be deemed
a withdrawal of the petition. If the petitioner is an owner, failure to pay the hearing officer's
final fee bill shall preclude the owner from implementing any and all future general
adjustment rent increases provided under Section 20-5 until said biU is fully paid.

C. Tenan t Approva l o f Ren t Inc rease Avo ids Hear ing Process .

1. Whenever an owner serves a notice of rent increase, except a notice of
rent increase provided pursuant to Section 20-5 (General Rent Adjustments) or Section 20-7
(Pass Throughs), the owner shall serve on each tenant the information and documents
required by Board rule.

2. If, within twenty-one (21) days after said notice of the rent increase is
last served on the tenants, the park owner files with the Board a writing, signed by at least a
majority of the tenants in the park affected by the proposed rent increase consenting to the
rent increase, the rent increase may take place on the date specified in the notice.

i

3. For purposes of this subsection 20-9(C), each mobilehome space shall
be counted as one vote for determining whether the percentage specified in subsection
20-9(c)(2), above, has been met. Notwithstanding anything to the contrary stated above, in
the event that a mobilehome space is vacant, that space shall not be counted for purposes of
this subsection (C); and provided further, that in the event that a mobilehome space is
occupied with a mobilehome but the mobilehome is unoccupied at the time that the notice
described in subsection C(l), above, is distributed to the tenants, the park owner shall be
obligated to exercise good faith and due diligence in locating the occupant of the mobilehome
and providing him/her the required written notice within the said twenty-one (21) day period.
If the owner has timely exercised good faith and due diligence in notifying said absent
occupant and securing said absent occupant's consent but said absent occupant cannot be
located or is not notified as required hereunder, then said occupant's mobilehome space shall
not be counted for purposes of this subsection (C). The form of the consent shall be
determined by Board rule. •

4. In the event a majority of the tenants do not, in writing, consent to said
proposed rent increase, then the owner shall be required to apply for an individual rent
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adjustment pursuant to this Section 20-9 before any rent increase covered by the notice
described in subsection (C)(1) is permitted or becomes effective.

20-10. Hearing Procedures.

A . H e a r i n g O f fi c e r ' s A u t h o r i t v .

At rent adjustment hearings or complaint hearings, the hearing officer(s) shall
have the right to:

1 . A d m i n i s t e r o a t h s a n d a f fi r m a t i o n s .

2. Cause inspections to be made of the mobilehome park for which a rent
adjustment is sought.

3. Rule on offers of proof and receive relevant evidence.

4. Control the course of the hearing.

5. Rule on procedural requests.

6. Render decisions on applications for individual rent adjustments and
complaints.

7. Take other action authorized by the rules and regulations adopted by
the Board.

B . N o t i c e o f H e a r i n g

At least 10 days prior to the pre-hearing conference, notice shall be mailed to
the owner, and to tenants of the rental units for which a rent adjustment is sought, of the
date, time, and place of the pre-hearing conference. The same notice procedures shall apply
in tenant complaint hearings. Among other things, the pre-hearing conference will have as
its purposes the determination of a hearing date and the nature of the evidence, if any,
requir̂  to be submitted and provided by any party to the proceedings.

C . C o n d u c t o f H e a r i n g

The hearing on a petition for individual rent adjustment shall be conducted in a
manner deemed most suitable to insure fundamental fairness to all parties concerned, and
with a view toward securing all relevant information and material necessary to render a
decision without unnecessary delay.
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D . E v i d e n c e R u l e s

The hearing need not be conducted according to technical rules of evidence.
Any relevant evidence shall be considered if it is the sort of evidence on which responsible
persons are accustomed to rely in the conduct of serious affairs, regardless of the existence
of any common law or statutory rule which might make improper the admission of such
evidence over objection in civil actions. Unduly repetitious or irrelevant evidence shall be
excluded upon order by the hearing officer. Oral evidence shall be taken only on oath.

E . O r d e r o f P r o c e e d i n g s

The hearing on an application for individual rent adjustment shall ordinarily
proceed in the following order:

1. Presentation by or on behalf of petitioner, if the petitioner wishes to
expand upon material contained in the petition for individual rent adjustment, including
calling any witnesses on behalf of the petitioner.

2. Presentation by or on behalf of opponents to the petition, including
calling any witnesses on behalf of the opponents.

3. Rebuttal by petitioner.

F. Speaker's Presentation.

Each speaker's presentation shall be to the point and shall be as brief as
possible; visual and other materials may be used as appropriate. The Board or staff may
establish reasonable time limits for presentations, which time limits will be made known
prior to any hearing.

G . R i g h t o f A s s i s t a n c e

All parties to a hearing may have assistance in presenting evidence and
developing their positions from attorneys, legal workers, tenant organization representatives,
owner association representatives, or any other persons designated by said parties.

H. Hearing Record

The hearing officer(s) shall keep on file an official record, which shall
constitute the exclusive record for decision.
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1 . D e c i s i o n .

No individual rent adjustment shall be granted unless supported by the
preponderance of the evidence submitted at the hearing.

After reviewing the record and any additional evidence requested of the parties
which has been provided, the hearing officer shall determine the amount of allowable rental
increase, if any, in accordance with the standards of Section 20-12, and the increase, if any,
shall be effective as of the date it was originally, lawfully noticed.

The hearing officer shall render a written decision within 20 days after the
date of the hearing, supported by findings of fact and conclusions of law.

The hearing officer's decision shall notify the parties to the hearing of the
effect of the decision and of their appeal rights.

J. Reiit Appeals Board Rent Adjustment Hearings

In the event that a hearing officer is unable to be appointed or serve with
respect to any individual adjustment petition, the Board shall conduct the rent adjustment
hearing and shall do so pursuant to this chapter, and be vested with all powers and
responsibilities the hearing officer is vested with and burdened by hereunder. Any decision
made by the Board acting under this subsection shall be final and unappealable.

20-11 . Appea l to Board

A . P r o c e d u r e

Within 10 business days after the date of receipt of the hearing officer(s)
decision, the owner, tenant, or any Board member may appeal to the Board.

Appeal forms shall be approved by the Board. Any person wishing to appeal
the decision of a hearing officer(s) must do so on the form approved by the Board and must
pay the appropriate fee. The payment of appeal fees shall not apply to any Board member "
who may wish to appeal a hearing officer's decision.

As soon as practicable after the filing of the appeal and within 120 days from
the date of filing of the petition for individual rent adjustment, the Board shall affirm,
reverse or modify the decision of the hearing officer(s). The hearing before the Board shall
not be de novo, and no additional evidence other than that submitted to the hearing officer
shall be admitted by the Board on appeal except where the Board finds that there is relevant
evidence which, in the exercise of reasonable diligence, could not have been produced at the
hearing officer hearing(s) or which was improperly excluded by the hearing officer. The
Board shall affirm the hearing officer's decision if it is supported by substantial evidence.
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and in reviewing the evidence on appeal the Board must resolve all conflicts in favor of the
hearing officer's decision and all legitimate and reasonable inferences indulged in to uphold
the findings if possible.

At least 10 days prior to the date set for Board action, all parties shall be
notified by mail of the date, time and place set for Board action on the appeal.

B . D e c i s i o n a n d F i n d i n g s

The authority and jurisdiction of the Board shall be set forth in the Board's
rules and regulations.

The Board's decision to affirm, reverse or modify the decision of the hearing
officer shall be supported by written findings of facts and conclusions of law and shall be
mailed to the parties.

C. Effect of Appeal

Unless appealed to the Board within the time prescribed in Section 20-11, the
decision of the hearing officer shall be the final decision of the Board.

If the hearing officer's decision is timely appealed, the Board's decision to
affirm, reverse or modify the hearing officers' decision shall become final at the time of
Board action and no app̂  will lie thereafter.

To be effective, any increase in rent granted by the hearing officer(s) must be
preceded by written notice provided by Section 798.30 of the California Civil Code. If the
hearing officer's decision is appealed, and if the Board reduces or nullifies the amount of
rent increase, the owner shall reduce the amount of the rent in accordance with the Board's
decision and shall refund to the tenant any rent the owner collected during the period
following the hearing officer's decision that is in excess of the rent allowed to be charged by
the Board after rendering its decision on appeal.

If a tenant's petition for a downward rent adjustment is granted by the
hearing officer(s), the tenant may decrease the rent by giving the owner 30 days advanced
written notice. If the hearing officer's decision is appealed, and if the Board reduces or
nullifies the amount of the rent decrease, the tenant shall increase the amount of the rent
payment in accordance with the Board's decision and shall pay to the owner additional rent
in accordance with the Board's decision on appeal.
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1. Failure to Act Within 120 Days

If after conducting a hearing the Board fails to render a final decision
on a petition for a rent adjustment within 120 days from the date of filing the petition for
individual rent adjustment, the hearing officer's decision shall become final.

20-12. Fa i r Return Standard

A. Owners may obtain rent adjustments for individual mobilehome parks pursuant
to the standards established in this section in order for rents to be set at a level which will
avoid a confiscatory taking of the owner's property and satisfy federal and state constitutional
requirements. Rents established hereunder must be fair.

1 . P resump t i on o f Fa i r Base Yea r Ne t O t i e ra t i ng I ncome fNOB.

Except as provided in subsection (A)(2) , it shall be presumed that the
net operating income ("NOI") produced by the park in the base year provided a fair return
on the property. Owners shall be entitled to maintain and increase their net operating income
in accordance with Sections 20-5, 20-7 and 20-9 of this Chapter.

2 . A d i u s t m e n t s o f F a i r B a s e Ye a r N e t O p e r a t i n g I n c o m e .

If the hearing officer or Board determine that the base year NOI yielded other
than a fair return, it shall adjust the base year NOI in accordance with this section. The
hearing officer shall not make such a determination unless it has made at least one of the
following findings:

a. The owner's operating expenses in the base period were
unusually high or low. In such instances, the operating expenses shall be adjusted to reflect
normal operating expenses for the park for the period in question, assuming full occupancy
levels in the park.

In determining whether the owner's operating expenses were
unusually high or low, the hearing officer and/or Board shall consider whether:

(1) The owner made substantial capital improvements during
the base period which were not reflected in the rent levels on the base date.

(2) Expenses were unusually high or low, relative to other
years.

b. The rent was disproportionately low or high due to the fact,
established by a preponderance of the evidence, that it was not established in an arms-length
transaction or there were other peculiar circumstances that demonstrate that the rent was not
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set under general market conditions. In such instances, the rent shall be adjusted to reflect
general market conditions for the base period in question, assuming fiill occupancy levels in
the park.

3. Calculation of Net Operating Income.

For the purposes of an individual rent adjustment proceeding pursuant
to this chapter, the following definitions shall apply:

expenses.

a. Net Operating Income equals Gross Income minus operating

b. Gross Income equals the sum of:

hundred percent occupancy.
(1) Gross rents, computed as gross rental income at one

■ (2) Interest from collected rental deposits which the owner
has agreed to pay to the tenant, but which is retained by the owner.

(3) All other income or consideration received or receivable
in connection with the use and occupancy of the park spaces, as allowed by this chapter.

c. Operating expenses shall include the following:

(1) Real property taxes,

(2) Utility costs, not paid by the tenants.
i

(3) Management fee for operating the park, not to exceed six
percent of gross income, unless it is demonstrated that fees in excess of this amount are
reasonable.

(4) Reasonable accounting fees.

( 5 ) I n s u r a n c e .

or profession for the community.
Owners performed labor, at reasonable rates for the trade

License and registration fees.

Maintenance expenses.
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chapter.
(9) Fees paid to the city for petitions made pursuant to this

(10) Attorney's fees and costs incurred: (i) in connection with
good faith attempts to recover rents owing, (ii) in connection with good faith unlawful
detainer actions (not in derogation of applicable law to the extent that such expenses are not
recovered from the residents), and/or (iii) in complying with the State Mobilehome
Residency Law, and all other legal costs directly related to the operation, maintenance, and
improvement of the park. Fees which are clearly excessive in relation to the customary and
reasonable rates shall be disallowed.

(11) Fees, charges or assessments described in Civil Code
§ 798.49(c).

(12) Reserves for replacement of long-term improvements or
facilities, provided that accumulated reserves shall not exceed 5 % of gross income.

(13) Mortgage principal and interest payments, to the extent
permitted by Board rules.

d. Operating expenses shall not include the following:

(1) Unnecessary and unreasonable expenses,

(2) Mortgage principal and interest payments to the extent
determined by Board rules,

(3) Ground lease payments,

(4) Any penalties, fees or interest assessed or awarded for
violations of this or any other law.

(5) Legal and professional costs and fees except as provided
in subsection 3.c(10).

(6) Depreciation of real and personal property,

(7) Any expense for which the owner has been reimbursed
from a source other than rental income (such as insurance),

(8) Expenses for utilities when the income for the utilities is
not calculated as part of rental income in determining income under the proceedings in this

^ s e c t i o n .
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4 . C a l c u l a t i o n o f F a i r R e t u r n

a. It shall be presumed that the base period net operating income
adjusted by 100% of the increase or decrease in the Consumer Price Index since the end of
the base year derived by an owner yields a fair return. The hearing officer or Board shall
make a determination of whether the petitioner's net operating income yields a fair return
under this standard.

b. The base period Consumer Price Index shall be the Consumer
Price Index level for January 1996. Current period Consumer Price Index shall be the
Consumer Price Index as of the date of the petition for an individual rent adjustment.

c. The park owner may establish that this formula will not provide
a fair and reasonable return and that an alternate formula should be used by the hearing
officer in evaluating the petition.

d. Notwithstanding any other provision of this chapter, the hearing
officer and Board may consider any factors required by law in order to ensure that the rent
permitted yields a fair return.

5 . B a s e Y e a r D e fi n e d

"Base Year" or "base period" shaU mean the calendar year 1995.

6 . H e a l t h R i s k s

In any determination of what constitutes a reasonable rent increase under the
circumstances, the hearing officer or Board shall consider and weigh evidence establishing
the nature and extent of any violations by either the Owner, the operator, or homeowners of
the State Health and Safety codes or other laws applicable to the park. Any rent increase
may be disallowed, reduĉ , ior made subject to reasonable conditions, depending on the
severity of such violations.

20 -13 . D i sc l osu res

A. An owner shall disclose to each tenant to be the rent paid by the previous
tenant and provide each tenant to be with a copy of this chapter.

B. Any person who is a "tenant-to-be" must be offered the option of renting a
mobilehome space in a manner which will permit the "tenant-to-be" to receive the benefits of
this chapter which includes, but is not limited to, rental of a mobilehome space on a month-
to-month basis, and a maximum allowable rent as provided in this Chapter. Such a person
cannot be denied the option of a tenancy twelve months or less in duration. The owner shall
provide each "tenant-to-be" with a written notification of the option which shall make the
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foUowing recitation: UNDER NOVATO CITY CODE CHAPTER XX YOU ARE
L E G A L L Y E N T I T L E D T O E L E C T A M O N T H - T O - M O N T H T E N A N C Y O V E R A N Y
O T H E R L O N G E R P E R I O D I C T E N A N C Y. Y O U A R E A D V I S E D T H A T Y O U M A Y
NOT BE ENTITLED TO RENT STABILIZATION (RENT CONTROL) PROGRAM
B E N E F I T S I F Y O U E L E C T A L E A S E O F M O R E T H A N T W E LV E M O N T H S I N
DURATION IF THAT LEASE MEETS THE REQUIREMENTS OF CIVIL CODE
SECTION 798.17 WHICH HAS BEEN ATTACHED HERETO." The written notification
will include a place for the tenant-to-be to acknowledge receipt of the notification and a copy
thereof will be provided to that tenant-to-be. Any effort to circumvent the requirements of
this section shall be unlawful, as well as an unfair business practice subject to enforcement
under Business and Professions Code section 17200 et seq.

20^14. Fees.

A. The costs of general administration of this ordinance shall be borne by the
City; subject to reimbursement of the City's General Fund by imposition of a rent
stabilization administration fee chargeable against each mobilehome space subject to rent
control in the City. The park owner who pays these fees may pass through fifty percent
(50%) of the fees assessed against a mobilehome space to the tenant only as set forth herein.
This fee pass through must take place no later than twelve months after the park owner is
billed for the program administration fees. Failure to timely pass through 50% of the fees
assessed against a mobilehome space will result in the loss of the park owner's right to do
so. The remaining fifty percent (50%) of the fees assessed against a mobilehome space shall
not be passed on in any way to tenants. Fees passed through to tenants as herein authorized
shall not be considered a part of the rent base upon which future rent increases can be made.

B. The fees imposed by this section shall be paid annually. The time and manner
of payment, delinquency status, and assessment and collection of penalties for delinquent
payment of the fees imposed by this section shall be as provided by separate ordinance of the
City Council. The City Manager shall recommend to the City Council firom time to time the
amount of such fee and the City Council shall adopt such fee by ordinance or resolution.

C. Any park owner who believes that he/she may be entitled to a space fee
exemption pursuant to Civil Code section 798.17(b), having provided the tenant with a
legally recognized long-term lease which is not subject to rent stabilization administration
fees, shall provide the City Manager with the following documentation, whichever is
applicable:

1. the executed lease for each exempt space claimed.

2. amendments to said exempt lease, if any.

3. for a newly constructed space, proof that the space was constructed
after January 1, 1990 (building permits, etc.).
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2 0 - 1 5 . R e g i s t r a t i o n ^
A. Each year, park owners shall be required to register all mobilehome spaces

which are subject to rent control and are rented or are available for rent, with the Board.

B. Initial registration shall be required within sixty calendar days after the date
any mobilehome park or mobilehome space initially becomes subject to the provisions of this
chapter.

C. Registration shall be made on a form provided by the Board.

D. The form shall include, but shall not be limited to, the following information:
(1) the rent for each space in the park; (2) the name(s), business address(es), business
telephone number(s) of each person or legal entity (i) possessing any ownership interest in
the park and the nature of such interest or (ii) managing the park; (3) the number of
mobilehome spaces within the park; (4) the number of spaces occupied and number of space
unoccupied by a mobilehome; (5) a listing for each space of all other charges, including
utilities not included in space rent and the approximate amount of each charge; (6) the name
and address to which all required notices will be sent; and (7) a map of the park.

E. A copy of the registration form shall be posted in a prominent location in the
park and each tenant shall be notified annually in writing of the location of the posting. ^

F. No owner may increase rents in accordance with Section 20-5 (General Rent
Adjustments) if that owner has failed to register all of his/her mobilehome spaces subject to
rent control by a date set by. the Board. The amount of an upward general adjustment for
which an owner shall be eligible under said Section 20-5 shall decrease by ten percent (10%)
per month for each month, or fraction thereof, beyond a date set by the Board for which the
owner fails to register. An owner who is not eligible to raise rents under an upward general
adjustment under this subsection (F) shall never be able to raise rents based upon the
adjustment forfeited hereunder.

Except as to the notice and consent described in §20-9(c) the distribution of a petition
or other documents seeking to have mobilehome tenants waive rights, abandon a filed
petition or in any way affect the entitlement of the tenants to participate in the rent
stabilization process authorized hereunder shall be without force or legal effect within the
City's rent stabilization program. Such documents shall not affect the right of any tenant to
participate in the rights, remedies, procedures and processes set forth in this Chapter.
Efforts to utilize such documents to discourage participation in the City's rent stabilization
program may be deemed retaliation.
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20-17 . Tenan t Compla in ts

Tenants shall have the same rights as an Owner to a hearing in order to object to any
rent increase or to enforce any provision of this chapter. Tenants shall file a complaint on a
form provided by the Board and pay any applicable fees. Tenants shall be subject to the
same procedural limits and bear the same costs relating to the hearing procedures that are
applicable to owners as set forth in this chapter.

20-18. When Recreational Vehicle Space Tenants Are Governed bv this Chapter".

Any recreational vehicle space that is occupied by a recreational vehicle as defined in
Civil Code Section 799.29 for a period in excess of nine (9) months on or after March 26,
1996, shall be regarded to be a "mobilehome space" for purposes of this Chapter, and a
tenant upon such a space shall be entitled to all the rights, protections and obligations of this
Chapter. Notwithstanding anything to the contrary stated hereinabove, upon the effective
date of this Chapter, said space shall be subject to registration and the fees auAorized by the
City Council for mobilehome spaces. The space tenant and the recreational vehicle park
owner shall apportion the fee in the manner authorized for mobilehome spaces subject to this
Chapter generally.

20-19 . D isc losure Under PRA.

All information and documents submitted to the Board and aU written decisions made
by the Board and hearing officer under this chapter shall be deemed public records and
disclosable as such under the California Public Records Act, unless nondisclosure is required
under said Act.

2 0 - 2 0 . E n f o r c e m e n t .

If authorized by the City Council and it becomes necessary for the city attorney to
seek judicial enforcement of the orders of the Board or City Council, the City shall be
entitled to receive reasonable attorney's fees from the defendant or defendants in such action
as set by the court if such judicial enforcement action is successful. Nothing in this section
shall prevent a private party from commencing an action to enforce the orders of the Board
or Counc i l .

2 0 - 2 1 . P e n a l t i e s .

Any violation of this chapter shall be a misdemeanor punishable as is provided in the
Novato Municipal Code.
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20 -22 . Fees

The fees which are required to be paid under §§ 20-11 (A) and 20-9(A) above shall be
established by separate City Council resolution.

Section 2: Publ icat ion and Effect ive Date:

This ordinance shall be published in accordance with applicable provisions of law, by
ei ther :

publishing the entire ordinance once in the Novato Advance, a newspaper of general
circulation, published in the City of Novato, within fifteen (15) days after its passage
and adoption, or

publishing the title or appropriate summary in the Novato Advance at least five (5)
days prior to adoption, and a second time within fifteen (15) days after its passage
and adoption with the names of those City Councilmembers voting for and against the
ordinance, and

This ordinance shaU go into effect thirty (30) days after the date of its passage and adoption.

Section 3: SEVERABILITY If any section, subsection, sentence, clause, phrase or portion
of this ordinance is for any reason held invalid or unconstitutional, such decision shall not
affect the validity of the remaining portions of this ordinance.

The City Council hereby declares that it would ;ave passed this and each section,
subsection, phrase or clause thereof irrespective of the fact that any one or more sections,
subsections, phrase or clauses be declared unconstitutional on their face or as applied.

THE FOREGOING ORDINANCE was first read at a regular meeting of the Novato
City Council on the i5th day of February 1996, and was passed and adopted at a
regular meeting of the Novato City Council on the 22nH day of T-phT-naT-y , 1996.

A Y E S : Councilmembers Di Giorgio, Dillon-Knutson, Eklund, Murray

N O E S : Councilmembers None

A B S TA I N : C o u n c i l m e m b e r s N o n e

A B S E N T: C o u n c i l m e m b e r s C r a

CERTIFIED A TRUE COPY
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A t t e s t :

City Clerk of the City of Novato

Approved as to form:

of the City of Novato
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F K U O F O F F U B I ^ I O A T I O N
(2015.5 C.C.P.)

This space is for the County Clerk's
Filing Stamp

CITY OF NOVATO

S T A T E O F C A L I F O R N I A
County of Mar in

Proof of Publication of

I am a citizen of the United States and a resident of the County
aforesaid: I am over the age of eighteen years, and not a party to
or interested in the above matter. I am the principal clerk of the
printer of the MARIN INDEPENDENT JOURNAL, a newspa
per of general circulation, printed and published daily in the
County of Marin, and which newspaper has been adjudged a
newspaper of general circulation by the Superior Court of the
County of Marin, State of California, under date of FEBRUARY
7, 1955, CASE NUMBER 25568; that the notice, of which the
annexed is a printed copy (set in type not smaller than nonpa
reil), has been published in each regular and entire issue of said
newspaper and not in any supplement thereof on the following
dates, to-wit:

O c t o b e r 5 , 1 9 9 6

a lkHKfabex»ea» : t8xxx

I certify (or declare) under penalty of peijury that the foregoing is
true and correct,

_ i ^ A

Fran Cooper Signal

D a t e d

P R O O F O F P U B L I C A T I O N

CERTIFIED A TRUE COPY

NOTICE OF PUBUC
: H E A R I N G

NOTICE IS HEREBY GH?-
EN. that the City of Novato,
Califoniia (the "Qty^ con
duct a public hearing to be held
on October 21, 1996, at 900
Sherman Ave., Novato, CA
94945, at the hour of 4 Pil, as
required by Section 147(f) of dieInternal Revenue Code of 1986,

proval and\ssuance of one or
more smes of Revenue Bonds
(Marin VaDey MobOe Country
Club Park Acquisition Project
Series 1996 in the ag^gate
principal amount not to exceed
;18,500,000 (the "Bonds7 SaidBonds are being issued by the

ABAG Finance Authority for
Nonprofit Corporations (the
"Î er̂  pursuant to a plan of
finanring-io loan the proceedsof the Boni'̂ ) the Novato Fi
nance Authority (the "Author-
iM to finance the acquisition
of a 315-nnit manufactured
home community project
known as the Marin Valley Blo-
bile Country Qub Park (the
"Project̂  to be acquired by
the Authority and to be operat
ed by the Park Acquisition CSot-
poration of Marin Valley Mobile Country Qub, a California
nonprofit mutual benefit corpcH
ration or by a yet-to-be-incor-
porated 501(c)(3) corporation
nitially to be named Marin
Valley (Corporation. The Project & located at 172 Marin
Valley Drive, Novato, (Califor
n ia .

The Bonds will be special
limited obligations of the Au
thority and shall never constitute the debt or other financial
obligation whatsoever of the Is
suer, the (Sty, the City of Nova^ '

Authority or the StateoFĉ-
fomia or any political subdivi
sion thereof within the meaning
of any provision or limitation
of the (Constitution or statutes
of the State of (California, and
in no event shall the Bonds be
payable out of any funds or
properties other than those ex
pressly provided therefor un
der the Trust Indenture.

All interested parties are in
vited to present comments,

CITYCLERK, CltYOFNOVATO

the purchase of the Project, or
may, prior to the time of the
hearing, submit written com-

Redevelopment Director, 90C
Sherman Ave., Novato, C^
94945. (Questions concerninf
the hearing may also be sub
mitted to (him/her) at the
above addr^ .
(City of Novato, California
No. 2010 Oct 5,1996




