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Section I
PLAN DESCRIPTION AND DEFINED TERMS

A. Introduction

Chapter 372 of the Texas Local Government Code, “Improvement Districts in Municipalities and
Counties” (as amended, the “PID Act”), governs the creation of public improvement districts
within the State of Texas. The City of Lubbock created the Vintage Township Public
Improvement District (the “PID”) to acquire and finance public improvements associated with
the Vintage Township planned development and for the benefit of certain property in the PID, all
of which is located within the City. (Capitalized terms used herein shall have the meanings
ascribed to them in Section 1.B of this Service and Assessment Plan.)

This Service and Assessment Plan has been prepared pursuant to Sections 372.013, 372.014,
372.015 and 372.016 of the PID Act. According to Section 372.013 of the PID Act, a service
plan “must cover a period of at least five years and must also define the annual indebtedness and
the projected costs for improvements. The plan shall be reviewed and updated annually for the
purpose of determining the annual budget for improvements.” The service plan is included in
Section IV of this Service and Assessment Plan. -

Section 372.014 of the PID Act states that “an assessment plan must be included in the annual

service plan.” The assessment plan is described in Section V of this Service and Assessment
Plan.

Section 372.015 of the PID Act states that “the governing body of the municipality or county
shall apportion the cost of an improvement to be assessed against property in an improvement
district.” The method of assessing the Costs of the improvements to the property in the PID is
included in Sections V and VI of this Service and Assessment Plan.

Section 372.016 of the PID Act states that “after the total cost of an improvement is determined,
the governing body of the municipality or county shall prepare a proposed assessment roll. The
roll must state the assessment against each parcel of land in the district, as determined by the
method of assessment chosen by the municipality or county under this subchapter.” The
Assessment Roll for the PID is included as Exhibit D of this Service and Assessment Plan. The
Assessments as shown on the Assessment Roll are based on the method of assessment described
in Section V of this Service and Assessment Plan.

The City Council shall make all determinations necessary herein.

The City Council intends for the obligations, covenants and burdens on the owner of the
Assessed Property, including without limitation such owner's obligations related to the payment
of the Assessments, to constitute a covenant running with the land. The Assessments levied
hereby shall be binding upon the owners of Assessed Property, and their respective transferees,
legal representatives, heirs, devisees, successors and assigns. The Assessments shall have lien
priority as specified in the PID Act.

This Service and Assessment Plan provides for improvements benefiting Improvement Areas 1
and 2. The City Council anticipates that improvements benefiting property within the PID and



not in Improvement Areas 1 and 2 will be provided for in one or more amendments or
supplements to this Service and Assessment Plan.

B. Definitions
The terms used herein shall have the following meanings:

“Administrator” means the employee or designee of the City who shall have the responsibilities
provided for herein, in the Bond Ordinance, or in another agreement approved by the City.

“Annual Collection Costs” means the following actual or budgeted costs, as applicable, related
to the annual collection of outstanding Assessments paid in instaliments: the costs or anticipated
costs (i) of issuing, refunding or refinancing Bonds, (ii) of computing, levying, collecting and
transmitting the Assessments (whether by the City, the Administrator or otherwise), (iii) of
remitting the Assessments to the Trustee, (iv) of the City, the Administrator and Trustee
(including legal counsel) in the discharge of their duties, (v) of complying with arbitrage rebate
requirements, (vi) of complying with securities disclosure requirements, (vii) of the City in any
other way related to the collection of the Assessments in installments, including, without
limitation, maintaining the record of installments, payments and reallocations and/or
cancellations of Assessments, and the repayment of the Bonds, including without limitation, any
associated legal expenses, the reasonable costs of other consultants and advisors and
contingencies and reserves for such costs as deemed appropriate by the City Council.

“Annual Installment” means the sum of the Annual Instaliment Part A and the Annual
Installment Part B.

“Annual Installment Part A” means, with respect to each Parcel, each annual payment of the
Assessment Part A, as shown on the Assessment Roll attached hereto as Exhibit D or an Annual
Service Plan Amendment, and paid as provided in Section VI.F. The Annual Installment Part A
includes principal and interest on the Series A Bonds and a portion of the Annual Collection
Costs as shown on the Assessment Roll. Annual Collection Costs shall be allocated between the
Annual Installment Part A and the Annual Installment Part B in proportion to the Annual
Installment Part A and the Annual Installment Part B excluding Annual Collection Costs.

“Annual Installment Part B” means, with respect to each Parcel, each annual payment of the
Assessment Part B, as shown on the Assessment Roll attached hereto as Exhibit D or an Annual
Service Plan Amendment, and paid as provided in Section VL.F. The Annual Installment Part B
includes principal and interest on the Series B Bonds and a portion of the Annual Collection
Costs as shown on the Assessment Roll.

“Annual Service Plan Amendment” has the meaning set forth in the first paragraph of Section
IV of this Service and Assessment Plan.

“Assessed Property” means, for any year, Parcels within the PID other than Non-Benefited
Property. '

“Assessment” means, with respect to each Parcel, the assessment imposed against such Parcel
pursuant to the Assessment Ordinance and the provisions herein, as shown on the Assessment



Roll, subject to reallocation among Parcels and reduction according to the provisions herein and
the PID Act, including both the Assessment Part A and the Assessment Part B.

“Assessment Ordinance” means the Assessment Ordinance approved by the City Council
approving and adopting this Service and Assessment Plan.

“Assessment Part A” means the portion of the Assessment imposed for the Improvement
Project A as shown the Assessment Roll.

“Assessment Part B” means the portion of the Assessment imposed for the Improvement
Project B as shown the Assessment Roll.

“Assessment Revenues” mean the revenues actually received by the City from Assessments.

“Assessment Roll” means the document included in this Service and Assessment Plan as
Exhibit D, as updated, modified or amended from time to time in accordance with the
procedures set forth herein and in the PID Act.

“Bond Ordinance” means the indenture, ordinance or similar document setting forth the terms
and other provisions relating to the Bonds, as modified, amended and/or supplemented from time
to time.

“Bonds” means either or both the Series A Bonds and the Series B Bonds.

“City” means City of Lubbock, Texas.

“City Council” means the duly elected governing body of the City.

“Collection Costs” means the sum of Annual Collection Costs and Delinquent Collection Costs.

“Costs” mean the actual or budgeted costs, as applicable, of all or any portion of the
Improvement Project, as described in Exhibit B of this Service and Assessment Plan.

“Delinquent Collection Costs” mean interest, penalties and attorney’s fees imposed with respect
to delinquent installments of the Assessments in the same manner as for delinquent ad valorem
taxes in accordance with §372.018(b) of the PID Act and the costs related to pursuing collection

of a delinquent Assessment and foreclosing the lien against the Assessed Property, including
attorney’s fees.

“Developer” means Vintage Land Company, Ltd.
“Equivalent Units” means, as to any Parcel, the number of dwelling units built or that may be

built on the Parcel multiplied by the following factors for each land use classification as shown
below:

Land Use Class 1 1.00 per dwelling unit
Land Use Class 2 1.66 per dwelling unit
Land Use Class 3 2.29 per dwelling unit



The computation of the Equivalent Units as to a Parcel shall be calculated by the Administrator
and confirmed by the City Council based on the information available regarding the use of the
Parcel and the estimate as confirmed shall be conclusive as long as there is a reasonable basis for
such determination. The number of units to be built on a Parcel may be estimated by net land
area and reasonable density ratios. Any commercial property shall be classified as Land Use
Class 1 with 1,000 square feet of gross leasable area being equal to one dwelling unit.

“Improvement Area 1” means the area of the PID to be improved by Improvement Project
A, consisting of the property shown within Improvement Area 1 on the PID Map.

“Improvement Area 2” means the area of the PID to be improved by Improvement Project B,
consisting of the property shown within Improvement Area 2 on the PID Map.

“Improvement Project” means those public improvements providing a special benefit to the
property in Improvement Area 1 or Improvement Area 2 and described in Exhibit B of this
Service and Assessment Plan and Section 372.003 of the PID Act.

“Improvement Project A” means the portion of the Improvement Project shown as the
Improvement Project A in Exhibit B, which consists of improvements to be provided within
Improvement Area 1.

“Improvement Project B” means the portion of the Improvement Project shown as the
Improvement Project B in Exhibit B, which consists of improvements to be provided within
Improvement Area 2.

“Land Use Class” means Land Use Class 1, Land Use Class 2 and Land Use Class 3.

“Land Use Class 1" means residential dwelling units of 2,100 square feet of living area or less.

“Land Use Class 2” mean residential dwelling units with between 2,101 and 3,000 square feet
of living area.

“Land Use Class 3” mean residential dwelling units with greater than 3,001 square feet of living
area.

“Mandatory Prepayment Event” means the prepayment due pursuant to Section VI.D of this
Service and Assessment Plan.

“Maximum Assessment” means the following amounts per Equivalent Unit for the Assessment
Part A and the Assessment Part B:

Part A $8,880
Part B $8,719

“Non-Benefited Property” means Parcels within the boundaries of the PID that accrue no
special benefit from the Improvement Project, including Owner Association Property, Public
Property, easements that create an exclusive use for a public utility provider, and property in the
PID not in Improvement Areas 1 or 2.



“Owner Association Property” means property within the boundaries of the PID that is owned
by or irrevocably offered for dedication to, whether in fee simple or through an exclusive use
easement, a property owners’ association (if not used in a trade or business to produce income)
and available for use by property owners in general.

“Parcel” means a parcel identified by either a tax map identification number assigned by the
Lubbock County Central Appraisal District for real property tax purposes or by lot and block
number in a final subdivision plat recorded in the real property records of Lubbock County,
Texas or identified by any other reasonable means determined by the City Council.

“PID” has the meaning set forth in the second paragraph of Section I.A of this Service and
Assessment Plan.

“PID Act” means Texas Local Government Code Chapter 372, Improvement Districts in
Municipalities and Counties, Subchapter A, Public Improvement Districts, as amended.

“PID Map” means the map included as Exhibit A to the Service and Assessment Plan
identifying the property included in the PID.

“Prepayment Amount” means the amounts due upon a Mandatory Prepayment Event as set
forth in Section VI.D of this Service and Assessment Plan.

“Public Property” means property within the boundaries of the PID that is owned by or
irrevocably offered for dedication to, whether in fee simple or through an exclusive use
easement, the federal government, State of Texas, the City, a school district, a public utility
provider or any other public agency or non-profit provider of public or charitable services (e.g. a
501c-3 entity).

“Series A Bonds” means any bonds or other debt secured by Assessment Part A, whether in one

or more series, including refunding bonds, issued to finance the costs of the Improvement Project
A.

“Series B Bonds” means any bonds or other debt secured by Assessment Part B, whether in one

or more series, including refunding bonds, issued to finance the costs of the Improvement Project
B.

“Service and Assessment Plan” means this Service and Assessment Plan prepared for the PID
pursuant to Section 372.013, 372.014, 372.015 and 372.016 of the PID Act.

“Trustee” means the fiscal agent or trustee as specified in the Bond Ordinance, including a
substitute fiscal agent or trustee.



Section II
PROPERTY INCLUDED IN THE PID

The PID is located in the City of Lubbock, Texas. A map of the property included in the PID is
shown on Exhibit A to this Service and Assessment Plan.

The 275.5 acre development is expected to consist of approximately 1,200 residential units,
parks, and associated rights of way, landscaping, and infrastructure necessary to provide
roadways, drainage and utilities. Improvement Area 1 of the PID is expected to consist of the
first two phases of the development, which includes approximately 242 units, as shown in Table
II-A. Improvement Area 2 of the PID is expected to consist of the second phase of the
development, which includes approximately 137 units, as shown in Table II-A. The area within
Improvement Areas 1 and 2 is shown in the PID Map included as Exhibit A.

Bonds are initially being issued to provide Improvement Project A, which is located within
Improvement Area 1, and Improvement Project B, which is located within Improvement Area 2. -
As are result, Improvement Area 1 is assessed for Improvement Project A and Improvement
Area 2 is assessed for Improvement Project B.

For purposes of allocating the Assessments, the property in each improvement area has been
classified as either Assessed Property or Non-Benefited Property. Assessed Property is further
classified as Land Use Class 1, Land Use Class 2 and Land Use Class 3. The following table
shows the proposed units within each Land Use Class:

Table II-A
Proposed Residential Land Use
Land Use Class Unit Area Number of Units
Improvement | Improvement
Areal Area 2

Land Use Class 1 2,100 SF or less 125 69
Land Use Class 2 2,101 to 3,000 SF 83 47
Land Use Class 3 Greater than 3,000 SF 34 21

Total 242 137

The estimated number of units and the classification of each unit are based upon the land use

approvals for the project and the Developer’s estimated highest and best use of the property
within the PID.

An explanation of the method of assessing property is included in Section V.



Section ITI
DESCRIPTION OF THE IMPROVEMENT PROJECT

Section 372.003 of the PID Act defines the public improvements that may be undertaken by a
municipality or City through the establishment of a public improvement district, as follows:

372.003. Authorized Improvements

(a) If the governing body of a municipality or county finds that it promotes the interests of
the municipality or county, the governing body may undertake an improvement project
that confers a special benefit on a definable part of the municipality or county or the
municipality’s extraterritorial jurisdiction. A project may be undertaken in the
municipality or county or the municipality’s extraterritorial jurisdiction.

(b) A public improvement project may include:

(i) landscaping;

(ii) erection of fountains, distinctive lighting, and signs;

(iii) acquiring, constructing, improving, widening, narrowing, closing, or rerouting
of sidewalks or of streets, any other roadways, or their rights-of-way;

(iv) construction or improvement of pedestrian malls;

(v) acquisition and installation of pieces of art;

(vi) acquisition, construction, or improvement of libraries;

(vii) acquisition, construction, or improvement of off-street parking facilities;

(viii) acquisition, construction, improvement, or rerouting of mass transportation
facilities;

(ix) acquisition, construction, or improvement of water, wastewater, or drainage
facilities or improvements;

(x)  the establishment or improvement of parks;

(xi) projects similar to those listed in Subdivisions (i)-(x);

(xii) acquisition, by purchase or otherwise, of real property in connection with an
authorized improvement;

(xiii) special supplemental services for improvement and promotion of the district,
including services relating to advertising, promotion, health and sanitation,
water and wastewater, public safety, security, business recruitment,
development, recreation, and cultural enhancement; and

(xiv) payment of expenses incurred in the establishment, administration and
operation of the district.



After analyzing the improvements, the City has determined that the improvements authorized by
the PID Act, shown on Exhibit B, should be acquired or constructed by the City and has further
determined that Improvement Project A will be of special benefit to all Assessed Property within
Improvement Area 1 of the PID and Improvement Project B will be of special benefit to all
Assessed Property within Improvement Area 2 of the PID.

A. Acquisition and Construction of the Improvement Project

The authorized improvements to be provided to the property in Improvement Area 1 consist of
Improvement Project A. Improvement Project A is generally described as amenities and consists
of: the design and construction of parks and greens together with any ancillary structures,
features or amenities such as playgrounds, athletic facilities, pavilions, community facilities,
bridges, walkways, lighting, benches, trash receptacles and similar items located therein along
with all necessary grading, drainage and similar infrastructure involved in the construction of
such parks and greens; landscaping, hardscaping and irrigation; the design, construction and
maintenance of water features such as lakes, ponds and fountains; distinctive lighting and signs;
construction and improvement of pedestrian malls, passages or pathways including pedestrian
bridges; design, construction and improvement of vehicular bridges and low water crossings;
design, construction and improvement of community meeting halls or similar buildings; design,
construction and improvement of community monuments, towers, and other amenity-type
structures; acquisition and installation of art work; design, acquisition, installation and
improvement of telecommunication and similar technology systems; along with any special
supplemental services for improvement and promotion of Improvement Area A. Improvement
Project A may also include the acquisition of any land needed for constructing public
improvements thereon. Costs include regulatory fees, exactions, proffers, and professional fees.

The authorized improvements to be provided to the property in Improvement Area 2 consist of
Improvement Project B. Improvement Project B is generally described as infrastructure
consisting of design, demolition, or construction of public improvements, including earthwork,
cut and fill, storm water drainage, public street any alleys, public walkways, water and sanitary
sewer, public utilities, lighting, signage, all for the specific benefit of Improvement Area 2.
Improvement Project B may also include the acquisition of any land needed for the constructing
the public improvements thereon. Costs include regulatory fees, exactions, proffers, and
professional fees.

As shown in Exhibit B, the construction costs of Improvement Project A are estimated to be
$2,930,822. The construction costs of Improvement Project B are estimated to be $2,655,769.
The detailed costs of each Improvement Project are shown in Exhibit B.

The City is hereby authorizing the construction and acquisition of the Improvement Project. The
Improvement Project will be provided to the extent funds are available from the Bonds to fund
such Improvement Project.



B. Maintenance of the Improvement Project

Initially, the cost of the maintenance, operation and other supplemental services relating to the
Improvement Project to be funded through assessments on Assessed Property is $0 because the
City is arranging with the local homeowners’ association for such maintenance, operation and
supplemental services and such costs will be paid from funds provided by the homeowners’
association. The collection of assessments for such purposes will be necessary only in the event
that the homeowners’ association fails to operate and maintain the public improvements in a
manner consistent with the City’s standards for maintenance and operation of similar public
improvements throughout the City. In the event it becomes necessary for the City to collect
assessments for these purposes, a budget will be determined annually by the City and will be
included in a Service Plan Amendment along with amendments to the Assessment Roll reflecting
assessments (the “Maintenance Assessment”) based on such budget for maintenance, opcration
and necessary supplemental services, if any. The Maintenance Assessment shall be collected in
the manner and at the time provided for in the Service Plan Amendment and shall be subject to
the same penalties and procedures applicable to collection of the Annual Installments.



Section IV
SOURCES AND USES OF FUNDS

Section 372.013 of the PID Act requires this Service and Assessment Plan to “cover a period of
at least five years and must also define the annual indebtedness and the projected costs for
improvements. The plan shall be reviewed and updated annually for the purpose of determining
the annual budget for improvements.” Such annual update to this Service and Assessment Plan
is herein referred to as the “Annual Service Plan Amendment.”

The table below shows estimated sources and uses of funds to finance the Improvement Project,
including the indebtedness to be incurred and the projected costs for the improvements.

Table IV-A
Sources and Uses of Funds

Sources of Funds - Improvement Project A Improvement Project B Total
Series A Bonds Series B Bonds

Bond proceeds $2,750,000 $1,550,000 $4,300,000

Private funds 787,496 1,518,051 2,305,547
Total Sources of Funds $3,537,496 $3,068,051 $6,605,547

Uses of Funds:

Improvement Project $2,930,822 $2,65 5,769 $5,586,591

Costs of issuance’ 150,000 150,000 300,000

Underwriter’s discount' 55,000 31,000 86,000

Capitalized interest 155,859 92,022 247,881

Reserve Fund 245,815 139,260 385,075
Total Uses of Funds $3,537,496 $3,068,051 $6,605,547

Private funds are expected to pay the costs of issuance and the reserve fund for the Series A
Bonds and costs of issuance for the Series B Bonds. The Series A Bonds and the Series B Bonds
are each expected to be issued in 2007. All of these costs and indebtedness are expected to be
incurred over a period of five years or less. The Series A Bonds will finance the Improvement
Project A and Series B Bonds will finance the Improvement Project B. The Improvement
Projects will be provided to the extent bond proceeds are available to fund the improvements.
The Assessments shall be imposed in an amount equal to the Bonds to be issued, which includes
both the construction and financing costs of the Improvement Projects.

This sources and uses of funds table is subject to revision and the actual sources and uses of
funds for any line item may be different than shown above. The sources and uses of funds
shown above shall be updated upon the issuance of Bonds and each year in the Annual Service
Plan Amendment to reflect budget revisions and actual costs. The Annual Service Plan

! Costs of issuance and underwriter’s discount will be paid with private funds, not bond proceeds.
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Amendment shall include an operating budget once Bonds have been issued, including revised
Annual Collection Costs, as determined and approved by the City. The amount of the
Assessments and the Annual Installments depend on a certain interest rate assumption, assumed
to be 5.50 percent herein. A higher interest rate would require the amount of the Bonds to be
issued to be reduced, resulting in a reduction in the Assessments and the public improvements

that could be provided from bond proceeds. In such event, the Service and Assessment Plan
shall be updated to reflect these changes.
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Section V
ASSESSMENT PLAN

A. Introduction

The PID was created, each Assessment is being levied and Bonds issued pursuant to the PID Act.
Section 372.015 of the PID Act, “Determination of Assessment,” provides as follows:

(a) The governing body of the municipality or county shall apportion the cost of an
improvement to be assessed against property in an improvement district. The
apportionment shall be made based on special benefits accruing to the property
because of the improvement.

(b) Cost of an improvement may be assessed:
n imp
(1) equally per front foot or square foot;

(2) according to the value of the property as determined by the governing
body, with or without regard to improvements on the property; or

3) in any other manner that results in imposing equal shares of the cost on
property similarly benefited.

(c) The governing body may establish by ordinance or order:

(n reasonable classifications and formulas for the apportionment of the cost
between the municipality or county and the area to be assessed; and

(2) the methods of assessing the special benefits for various classes of
improvements.

(d) The amount of assessment for each property owner may be adjusted following
the annual review of the service and assessment plan.

This section of this Service and Assessment Plan explains the allocation of the Assessments on
the basis of the special benefits accruing to property within the PID such that equal shares of the
costs are apportioned to property similarly benefited.

B. Allocation of Assessments

The total of the Assessments are equal to or less than the total costs of the Improvement Project,
including the costs related to the issuance of Bonds for each Improvement Project. The total of
the Assessment Part A is equal to or less than the total costs of the Improvement Project A and
the total of the Assessments Part B is equal to or less than the total costs of the Improvement
Project B.

The Assessments Part A are equal to or less than the costs of Improvement Project (including
any costs related to the issuance of Bonds for the Improvement Project) and the Assessments
Part B are equal to or less than the costs of Improvement Project B (including any costs related to
the issuance of the Bonds for the Improvement Project). Improvement Project A is allocated to
the Parcels within Improvement Area 1, as these improvements are entirely located within and

12



made for the purpose of benefiting the property within Improvement Area 1. Improvement
Project B is allocated to the Parcels within Improvement Area 2, as these improvements are

entirely located within and made for the purpose of benefiting the property within Improvement
Area 2,

The Assessments are allocated to the Parcels within the Improvement Areas according to
reasonable classifications of the property in the PID. These classifications are as follows:

Land Use Class 1 Unit size 2, 100 SF or less
Land Use Class 2 Unit size 2, 101 SF to 3,000 SF
Land Use Class 3 Unit size greater than 3, 001 SF

The Assessments, and therefore the costs of each Improvement Prdjcct, are allocated to the
Parcels equally per unit for units in each Land Use Class. The allocation of the Assessments
between each class is based on the relative size of the average unit in each class.

Allocating assessments on the basis of unit size should reasonably approximate the similarity of
benefit each property receives from the Improvement Projects. Studies have shown that larger,
more expensive homes produce additional trips on roads compared to smaller, less expensive
homes. A similar analogy can be made to other types of improvements, including improvements
that enhance the appearance and quality of a community. Larger homes are likely to on average
produce more trips on the roads, use more water and produce more storm and sanitary sewer.
Larger homes are likely to experience more increase in value from amenities provided to the

"PID. For all of these reasons, allocating Assessments on the basis of unit size within each Land
Use Class should result in a reasonable allocation of costs in proportion to the benefit each
property receives. '

Allocating Assessments on the basis of average unit size within each Land Use Class results in
Equivalent Units as follows:

Land Use Class 1 1.00
Land Use Class 2 1.66
Land Use Class 3 ' 2.29

Equivalent Units are simply the relative costs allocated on the basis of each unit. The
Assessments Part A are allocated to each Parcel in Improvement Area 1 on the basis of the
Equivalent Units of each Parcel within Improvement Area 1. The Assessments Part B are
allocated to each Parcel in Improvement Area 2 on the basis of the Equivalent Units of each
Parcel within Improvement Area 2.

The following table shows the allocation of the Assessments for each Land Use Class based on
the Equivalent Units for each class:

13



Table V-A
Assessment for each Land Use Class

Equivalent Assessment Assessment
Fand Use Class Units Part A Part B
Land Use Class 1 1.00 $8,073 $7,926
Land Use Class 2 1.66 $13,401 $13,234
Land Use Class 3 2.29 $18,488 $18,148
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Section VI
TERMS OF THE ASSESSMENTS

A. Introduction

This section includes certain terms of the Assessments, including how Assessments are
reallocated upon the subdivision or consolidation of Parcels, mandatory prepayment of
Assessments, reduction of the Assessments for costs savings, payment of the Assessments, and
collection of the Assessments. An Assessment shall be imposed and may be collected annually
from real property within the PID through the application of the procedures described below.

B. The Amount of the Assessments

The Assessment for each Parcel within the PID shall be as shown on the Assessment Roll. No
Assessment shall be changed hereafter except pursuant to the provisions provided for herein or
as permitted under the PID Act. The City Council may reapportion the Assessments on some or
all of the Parcels, except for Parcels that are homesteads, upon the unanimous request of the
owners of the Parcels upon which the Assessments are to be reapportioned if there has been a
change in the estimate of the Equivalent Units of a Parcel. A reapportionment of the
Assessments by the City Council shall be made pursuant to the formula in Section VI.C of the
Service and Assessment Plan for reallocation of Assessments upon the subdivision of a Parcel.

C. Reallocation of Assessments upon a Subdivision or Consolidation of a Parcel

1. Subdivision of a Parcel

Upon the subdivision of any Parcel, the Assessment for the Parcel prior to the subdivision shall
be divided among each new Parcel pursuant to the following formula:

A=Bx(C+D)
Where the terms have the following meanings:
A= the Assessment of each new Parcel
=  the Assessment of the original Parcel prior to the subdivision
= the Equivalent Units of the new Parcel

= the sum of the Equivalent Units for all of the new Parcels that result from the
subdivision

In all cases, the sum of each Assessment for the new Parcels calculated as provided above shall

equal the Assessment before the subdivision of the original Parcel. The calculation above shall
be made separately for the Assessment Part A and the Assessment Part B.

15



2. Consolidation of Parcels

Upon the consolidation of two or more Parcels, the Assessment Part A and the Assessment Part
B for the consolidated Parcel shall be the sum of the Assessment Part A and the Assessment Part
B for the Parcels prior to the consolidation, with each calculated separately.

D. Mandatory Prepavment of Assessment

If, at any time, the Assessment on a Parcel exceeds the Maximum Assessment Part A or Part B
and may not be reallocated to other Parcels pursuant to Section VI.B, a Mandatory Prepayment
Event will occur. For a Parcel with respect to which a Mandatory Prepayment Event has
occurred, the owner of the Parcel shall pay the Prepayment Amount to the City or Trustee in
immediately available funds, within thirty (30) days of such event. The Prepayment Amount
shall be the amount certified by the Administrator to be sufficient to reduce the Assessment to an
amount that does not cause the Maximum Assessment Part A and Part B to be exceeded.

If a Parcel is acquired by a party that is exempt from the payment of Assessments under
applicable law or in the event an entire Parcel becomes Non-Benefited Property and the
Assessments may not be reallocated to other Parcels pursuant to Section VLB, the Assessments
relating to such Parcel shall become immediately due and payable and shall be collected from
proceeds of a sale, condemnation, or other form of consideration paid for the Parcel or from any
other legally available sources of funds.

The Assessments due upon a Mandatory Prepayment Event shall be subject to the same
penalties, procedures, and foreclosure sale in case of delinquencies as are provided for ad
valorem taxes.

E. Reduction of Assessment

The Assessments Part A and Part B shall not exceed the total costs of Improvement Project A
and B, respectively, including any costs necessary to issue Bonds and to finance each
Improvement Project and shall be reduced if the City determines the costs of Improvement
Project, including the costs of issuing Bonds to finance the costs, will be less than the
Assessments. The Assessments shall not be reduced to an amount less than the outstanding
Bonds. The reduction shall be made in the following manner.

If the Improvement Project was completed, the Assessments shall be reduced as follows. If
reductions are to be made in the Assessment Part A, each Assessment Part A shall be reduced by
an equal percentage such that the sum of the resulting Assessment Part A for every Parcel equals
the actual costs of the Public Improvements Part A to be incurred (but not less than the Series A
Bonds outstanding). If reductions are to be made in the Assessment Part B, each Assessment
Part B shall be reduced by an equal percentage such that the sum of the resulting Assessment
Part B for every Parcel equals the actual costs of the Public Improvements Part B to be incurred
(but not less than the Series B Bonds outstanding). Equal percentage shall be calculated by the

amount of the reduction as a percent of the Assessment Part A or Assessment Part B prior to the
reduction.

If the Improvement Project is not completed, the Assessment shall be reduced as follows. The
Assessment Part A or Assessment Part B shall be reduced as reasonably determined by the City
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to reflect the Improvement Project A or the Public Improvement B completed for each Parcel.
The City may determine that reducing the Assessment Part A or the Assessment Part B by equal
percentage for any group of parcels is a fair and practical means of reducing the Assessments.
The Assessment Part A and the Assessment Part shall not be reduced to an amount that is less
than the outstanding Series A Bonds and Series B Bonds, respectively.

F. Payvment of Assessment

2 Payment of the Assessment in Full

Each Assessment may be paid as the Annual Installments as provided below or may be paid in
full at any time. The payment required to pay an Assessment in full may be adjusted as follows:

a. if the payment in full will result in/& redemption of the Bonds under the Bond
Ordinance, the amount of the payment in full shall be reduced by the amount
provided for in the Bond Ordinance for a reduction in the reserve fund if such
reduction results in funds being available to apply to the redemption of Bonds;
and

b. the payment in full shall include accrued interest through the call date of the
Bonds to the extent not included in Annual Installments paid or to be paid. Any
investment earnings on the payment amount shall reduce the payment in full until
the applicable Bonds can be called and redeemed not otherwise required to apply
to the redemption of the Bonds.

If an Annual Installment has already been billed by the tax collector, such Annual Installment
shall be due notwithstanding the payment of the Assessment, and the outstanding Annual

Installment shall be offset against the amount of the Assessment owed in calculating the payment
in full.

The payments required shall be deposited with the Trustee in accordance with the Bond
Ordinance. Upon the payment of such amount, the obligation to pay such Assessment for the
Parcel shall be deemed to be permanently satisfied (except as provided above), such Assessment
with respect to the Parcel shall be reduced to zero and the obligation to pay the Annual
Installment with respect to such Assessment in future years shall terminate.

2. Payment of the Annual Installments

Section 372.018 of the PID Act provides that an Assessment may be paid at any time and permits
the City to collect interest and collection costs on outstanding assessments. Assessments not
paid in full will accrue interest, which will be collected each year after Bonds have been issued
with Collection Costs. The Annual Installments shall be payable in annual installments of
principal and interest as set forth on the Assessment Roll beginning with the tax year following
the issuance of Bonds. Bonds are anticipated to be issued in 2007 or 2008.

Each Assessment shall bear interest at the rate on the Bonds with a maximum of 9.00% per
annum, commencing with the issuance of the Bonds. The Assessment Roll sets forth for each
year the Annual Instaliment for each Parcel in the PID. Promptly upon the issuance of Bonds, if
the interest rate on the Bonds is less than 9.00%, the Administrator shall recalculate each Annual
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Installment for such Assessment, and prepare and submit a revised Assessment Roll to the City
Council for approval as an amendment to this Service and Assessment Plan.

Annual Collection Costs shall also be collected with the Annual Installment. Annual Collection
Costs shall be allocated to each Parcel pro rata based upon the amount the Annual Installment
due from a Parcel bears to the total amount of Annual Installments in the PID as a whole that are
payable at the time of such allocation. Delinquent Collection Costs will be collected by the City
on each delinquent Assessment. '

G. Collection of Annual Installments

Each year the Administrator shall prepare and the City Council shall approve the Annual Service
Plan Amendment. The Annual Service Plan Amendment shall show the remaining balance of
the Assessment, the Annual Installment and the Annual Collection Costs to be collected from
each Parcel. Annual Collection Costs shall be allocated to each Parcel pro rata based upon the
amount the Annual Installment on a Parcel bears to the amount of Annual Installments in the PID
as a whole that are payable at the time of such allocation. Each Annual Installment shall be
reduced by any credits applied under an applicable Bond Ordinance, such as capitalized interest
and interest earnings on any account balances and by any other funds available to the PID.

The Annual Service Plan Amendment shall be prepared at a time determined by the City to allow
for the billing and collection of the Annual Installments.

Each Annual Installment and the Annual Collection Costs shall be collected in the same manner
and at the same time as ad valorem taxes of the City and-shall be subject to the same penalties,
procedures, and foreclosure sale in case of delinquencies as are provided for ad valorem taxes of
the City. The Assessments shall have lien priority as specified in the PID Act. The City Council
may provide for other means of collecting the Annual Installments to the extent permitted under
the PID Act.
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Section VII
THE ASSESSMENT ROLL

The Assessment Roll includes the Assessment and the Annual Installment for each Parcel in the
PID. The Assessment Roll shall be updated upon the issuance of Bonds. The Assessment Roll°
shall also be updated each year to reflect any subdivisions or consolidations in the PID and the

Annual Installment due for each Parcel for each year as otherwise described in this Service and
Assessment Plan.

The Administrator shall prepare and the City Council shall approve updates to the Assessment
Roll each year to reflect:

(a) with respect to each Parcel

(i) the identification of each Parcel in the PID (including, if available, the tax
parcel identification number for such Parcel),

(ii) the Assessments, including any adjustments as provided for in this Service and
Assessment Plan of each Parcel;

(iii) the Annual Installment for the relevant year (if such Assessment is payable) for
each Parcel;

(iv) the prepayments of the Assessments as provided for in this Service and
Assessment Plan, and

(b) any other changes helpful to the administration of the PID and permitted by law.

The Assessment Roll is shown on Exhibit D. The Annual Installment of the Assessment
will be updated each year to determine the actual amount to be collected for the year.
The Annual Instaliment of the Assessment is equal to principal and interest on the Bonds
due for the year and the Annual Collection Costs related to the PID.

The Assessment for each Parcel is based on the number of units of each class of property

expected to be built on each Parcel and the Assessment per unit class. The Assessment
per unit class is explained in the Section V of the Service and Assessment Plan.
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Section VIII
MISCELLANEOUS PROVISIONS

A. Administrative Review

An owner of a Parcel claiming that a calculation error has been made in the Assessment Roll,
including the calculation of the Annual Installment, shall send a written notice describing the
error to the City not later than thirty (30) days after the date any amount which is alleged to be
incorrect is due prior to seeking any other remedy. The Administrator shall promptly review the
notice, and if necessary, meet with the Parcel owner, consider written and oral evidence
regarding the alleged error and decide whether, in fact, such a calculation error occurred.

If the Administrator determines that a calculation error has been made and the Assessment Roll
should be modified or changed in favor of the Parcel owner, such change or modification shall
be presented to the City Council for approval. A cash refund may not be made for any amount
previously paid by the Parcel owner (except for the final year during which the Annual
Installment shall be collected), unless there are sufficient funds to meet the obligations of the
PID in a refund is made, but an adjustment shall be made in the amount of the Annual
Installment to be paid in the following year. The decision of the Administrator regarding a
calculation error relating to the Assessment Roll may be appealed to the City Council for
determination. Any amendments made to the Assessment Roll pursuant to calculations errors
shall be made pursuant to the PID Act.

B. Termination of Assessments

Except for any delinquent Annual Installment and Delinquent Collection Costs, an Assessment
shall terminate on the date on which such Assessment is paid in full as provided for herein.

After the termination of the Assessment, and the collection of any delinquent Annual
Installments and Delinquent Collection Costs, the City shall provide a recordable notice of the
termination of the Assessment to the owner of the Parcel (or provide for the recordation of such
notice) within a reasonable period of time after the termination of the Assessment.

C. Amendments

Immaterial amendments may be made to the Assessment Methodology by the City Council
without further notice under the PID Act and without notice to owners of Parcels within the PID.
Immaterial amendments shall be those that

(@)  clarify or correct minor inconsistencies in the matters set forth herein,
(b)  provide for lawful procedures for the collection and enforcement of the
Assessments and other charges imposed herein so as to assure their efficient

collection, and

(¢)  do not impair the ability of the City Council to fulfill its obligations to impose and
collect the Assessments and charges imposed herein and to make it available for
the payment of the Bonds, if issued, Collection Costs and other costs relating to
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the PID. Any amendments may not materially adversely affect the rights of the
owners of Bonds, if issued.

Supplemental assessments may be made by the City to correct omissions or mistakes in the
assessment relating to the total cost of the improvements pursuant to Section 372.019 of the Act.

Amendments may not be made to this Assessment Methodology that would increase the
Assessments as set forth herein.

D. Interpretation of Provisions

The City with the approval of the City Council shall make all interpretations and determinations
related to the application of this “Service and Assessment Plan,” unless stated otherwise herein
or in the Bond Ordinance, and as long as there is a rational basis for the determination made by
the City, such determination shall be conclusive.

E. Severability

If any provision, section, subsection, sentence, clause or phrase of this Service and Assessment
Plan, or the application of same to a Parcel or any person or set of circumstances is for any

reason held to be unconstitutional, void or invalid, the validity of the remaining portions of this
* Service and Assessment Plan or the application to other persons or sets of circumstances shall
not be affected thereby, it being the intent of the City Council in adopting this Service and
Assessment Plan that no part hereof, or provision or regulation contained herein shall become
inoperative or fail by reason of any unconstitutionality, voidness or invalidity of any other part
hereof, and all provisions of this Service and Assessment Plan are declared to be severable for
that purpose.

If any provision of this Service and Assessment Plan is determined by a court to be
unenforceable, the unenforceable provision shall be deleted from this Service and Assessment
Plan and the unenforceable provision shall, to the extent possible, be rewritten to be enforceable
and to give effect to the intent of the City.
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Exhibit A

PID MAP
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Exhibit B

The Improvement Project

Land

Site Preparation

Drainage

Streets and alleys

Walkways

Water and sewer

Lighting and street signs

Signage and monumentation

Park features

Roundabouts

Street trees and irrigation
Sub-total hard costs

Project administration

Master planning

Architectural design

Engineering (civil)

Engineering (other)

Legal fees

Regulatory and impact fees

Insurance and bonding
Sub-total soft costs

Contingency
Total

Improvement
Project A

$288,511
136,232

154,683
9,795
1,081,340
67,795
412,091
$2,150,447

$84,884
67,012
102,862
239,216
4,210
7,720
8,032

$513,936

266,439
$2,930,822

Improvement
Project B

$390,000
79,906
136,232
706,430
59,523
752,265
4,107

$2,128,463
11,577

130
235,905
8,952
1,278
20,563

$278,405

248,901
$2,655,769

These costs are estimated and the actual costs may be different than these estimates. Costs in one line
item may be reallocated to another line item to reflect the actual costs incurred.



Exhibit C

DIAGRAM OF THE IMPROVEMENT PROJECT
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Exhibit D

ASSESSMENT ROLL
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