Rate and Method of
Apportionment of Special Tax

City of Chula Vista
Community Facilities District No. 18M
(Otay Ranch Village 3)
Annexation No. 1

A Special Tax as hereinafter defined shall be levied on all Assessor’s Parcels of Taxable Property
within the boundaries of Community Facilities District No. 18M (Otay Ranch Village 3) of the City
of Chula Vista and collected each Fiscal Year commencing with Fiscal Year 2022-23 in an amount
determined by the CFD Administrator through the application of the procedures described
below. All of the real property within CFD No. 18M, unless exempted by law or by the provisions
hereof, shall be taxed for the purposes, to the extent, and in the manner herein provided.

A. DEFINITIONS
The terms hereinafter set forth have the following meanings:

“Acre” or “Acreage” means the land area of an Assessor’s Parcel as shown on an Assessor’s Parcel
Map, or if the land area is not shown on an Assessor’s Parcel Map, the land area shown on the
applicable Final Subdivision Map, other final map, other parcel map, other condominium plan, or
functionally equivalent map or instrument recorded in the Office of the County Recorder. The
square footage of an Assessor’s Parcel is equal to the Acreage multiplied by 43,560.

“Act” means the Mello-Roos Community Facilities Act of 1982, as amended, being Chapter 2.5,
Part 1, Division 2 of Title 5 of the Government Code of the State of California.

“Administrative Expenses” means the actual or estimated costs incurred by the City, acting for
and on behalf of the CFD as the administrator thereof, to determine, levy and collect the Special
Taxes, including salaries of City employees and a proportionate amount of the City’s general
administrative overhead related thereto, and the fees of consultants and legal counsel providing
services related to the administration of the CFD; the costs of collecting installments of the
Special Taxes; and any other costs required to administer the CFD as determined by the City.

“Assessor’s Parcel” or “Parcel” means a lot or parcel shown in an Assessor’s Parcel Map with an
assigned assessor’s parcel number.

“Assessor’s Parcel Map” means an official map of the Assessor of the County designating parcels
by assessor’s parcel number.

“CFD Administrator” means an official of the City, or designee thereof, responsible for
determining the Special Tax Requirement and providing for the levy and collection of the Special
Taxes.




“CFD No. 18M” or “CFD” means Community Facilities District No. 18M (Otay Ranch Village 3) of
the City of Chula Vista.

“City” means the City of Chula Vista.

“Community Purpose Facility Property” or “CPF Property” means all Assessor’s Parcels which
are classified as community purpose facilities and meet the requirements of City Ordinance No.
2883.

“Construction Cost Index” means, for any Fiscal Year, the applicable Construction Cost Index for
the City of Los Angeles as set forth in the Engineering News Record for July of such Fiscal Year. In
the event that this rate is no longer published or provided, the CFD Administrator shall choose a
comparable rate to use in its place.

“Consumer Price Index for Urban Wage Earners and Clerical Workers” or “CPI-W” means the
applicable CPI-W as set forth by the United States Department of Labor, Bureau of Labor Statistics
for July of such Fiscal Year. In the event that this rate is no longer published or provided, the CFD
Administrator shall choose a comparable rate to use in its place.

“Council” means the City Council of the City, acting as the legislative body of the CFD.
“County” means the County of San Diego, California.

“Developed Property” means all Taxable Property for which a building permit was issued prior
to the March 1st preceding the Fiscal Year in which the Special Tax is being levied.

“Dwelling Unit” or “DU” means each separate residential dwelling unit that comprises an
independent facility capable of conveyance or rental separate from adjacent residential dwelling
units.

“Exempt Property” means all Assessor’s Parcels within CFD No. 18M that are exempt from the
Special Taxes pursuant to law or Section F herein.

“Final Subdivision Map” means a subdivision of property creating residential or non-residential
buildable lots by recordation of a final subdivision map or parcel map pursuant to the Subdivision
Map Act (California Government Code Section 66410 et seq.), or recordation of a condominium
plan pursuant to California Civil Code 1352, that creates individual lots for which building permits
may be issued without further subdivision and is recorded prior to March 1 preceding the Fiscal
Year in which the Special Tax is being levied.

“Fiscal Year” means the period starting July 1 and ending on the following June 30.
“Land Use Class” means any of the classes listed in Table 1.

“Maximum Special Tax Basis” means the amount determined in accordance with Section C
below that represents the actual costs associated with providing the Services funded by CFD No.
18M.

“Maximum Special Tax” means the maximum Special Tax, determined in accordance with
Section Cbelow that may be levied in any Fiscal Year on any Assessor’s Parcel of Taxable Property.




“Multi-Family Property” means all Assessor’s Parcels of Residential Property consisting of two or
more for-rent Dwelling Units that share common walls, including, but not limited to, apartments
and townhomes that are not for sale to an end user and are under common management.

“Non-Residential Property” means all Assessor’s Parcels of Developed Property for which a
building permit(s) has been issued for a structure or structures for non-residential use.

“Otay Water District Commodity Rate” means the maximum rate charged by the Otay Water
District for recycled water on July 1%t of any Fiscal Year. In the event that this rate is no longer
published or provided, the CFD Administrator shall choose a comparable rate to use in its place.

“Property Owner Association Property” means any property within the boundaries of the CFD
that is owned by, or irrevocably dedicated as indicated in an instrument recorded with the County
Recorder to, a property owner association, including any master or sub-association.

“Public Property” means any property within the boundaries of the CFD that is, at the time of
the CFD formation, expected to be used for any public purpose and is owned by or dedicated to
the federal government, the State, the County, the City or any other public agency.

“Reserve Fund” means a fund that shall be maintained for the CFD each Fiscal Year to provide
necessary cash flow for the first six months of each Fiscal Year, working capital to cover
monitoring, maintenance and repair cost overruns and delinquencies in the payment of Special
Taxes and a reasonable buffer to prevent large variations in annual Special Tax levies.

“Residential Property” means all Assessor’s Parcels of Developed Property for which a building
permit(s) has been issued for purposes of constructing one or more residential dwelling unit(s).

“Services” means those authorized services that may be funded by CFD No. 18M pursuant to the
Act, as amended, including, without limitation, those services authorized to be funded by CFD
No. 18M as set forth in the documents adopted by the City Council at the time CFD No. 18M was
formed.

“Single Family Attached Property” means all Assessor’s Parcels of for-sale Residential Property
consisting of one or more Dwelling Unit(s) that share common walls with one or more other
Dwelling Unit(s), including, but not limited to, duplexes, triplexes, townhomes, and
condominiums.

“Single Family Detached Property” means all Assessor’s Parcels of Residential Property
consisting of a single Dwelling Unit.

“Special Tax” means the Special Tax levied pursuant to the provisions of sections C and D below
in each Fiscal Year on each Assessor’s Parcel of Developed Property and Undeveloped Property
in CFD No. 18M to fund the Special Tax Requirement.

“Special Tax Requirement” means the amount, as determined by the CFD Administrator, for any
Fiscal Year to: (i) pay the costs of providing the Services during such Fiscal Year, (ii) pay
Administrative Expenses associated with the Special Tax, (iii) establish or replenish the Reserve
Fund, (iv) pay incidental expenses related to the Services as authorized pursuant to the Act, (v)
fund an amount equal to a reasonable estimate of delinquencies expected to occur in the Fiscal
Year in which the Special Tax will be levied (“Estimated Special Tax Delinquency Amount”) and
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(vi) fund the shortfall, if any, in the Special Tax revenues collected in the preceding Fiscal Year
necessary to fund the Special Tax Requirement for Services for such Fiscal Year where such
shortfall resulted from delinquencies in the payment of Special Taxes in such Fiscal Year that
exceeded the Estimated Special Tax Delinquency Amount included in the Special Tax
Requirement for Services for such Fiscal Year, less (vii) any funds available in the Reserve Fund or
other funds associated with CFD No. 18M.

“State” means the State of California.

“Taxable Property” means all of the Assessor’s Parcels within the boundaries of CFD No. 18M of
the CFD that are not exempt from the Special Tax pursuant to law or as defined below.

“Undeveloped Property” means, for each Fiscal Year, all Taxable Property not classified as
Developed Property.

B. ASSIGNMENT TO CATEGORIES OF SPECIAL TAX

Each Fiscal Year, beginning with Fiscal Year 2022-23, using the definitions above, each Assessor’s
Parcel within CFD No. 18M shall be classified by the CFD Administrator as Taxable Property or
Exempt Property. In addition, each such Fiscal Year, each Assessor’s Parcel of Taxable Property
shall be further classified by the CFD Administrator as Developed Property or Undeveloped
Property.

Developed Property shall be further assigned to a Land Use Class as specified in Table 1. The Land
Use Class of each Assessor’s Parcel of Residential Property or Non-Residential Property shall be
determined based on the records of the County Assessor or other such information provided by
the City. Commencing with Fiscal Year 2022-23 and for each subsequent Fiscal Year, Developed
Property shall be subject to the levy of Special Taxes pursuant to Section C below.

In some instances, an Assessor’s Parcel of Developed Property may contain more than one Land
Use Class. The Maximum Special Tax levied on such Assessor’s Parcel shall be the sum of the
Maximum Special Taxes for all Land Use Classes located on that Assessor’s Parcel.

C. MAXIMUM SPECIAL TAX RATE
1. Developed Property

The Maximum Special Tax for any Assessor’s Parcel classified as Developed Property shall be
determined by reference to Table 1 and the paragraphs that follow Table 1.




TABLE 1

Maximum Special Tax Basis for Developed Property
Community Facilities District No. 18M
(Fiscal Year 2021-22)

Maximum Maximum Maximum Maximum
Special Tax Special Tax | Special Tax Basis | Special Tax Basis
Land Use Class Basis for Basis for for Asset
Labor Water Replacement
Single Family $1,038.98 $409.79 $287.40 $1,736.17
Detached Property
Single Family
Attached Property $831.18 $327.83 $229.92 $1,388.94
Multi-Family $83.11 $32.77 $23.00 $138.87
Property
Non-Residential $4,155.93 $1,639.17 $1,149.67 $6,944.77
Property

The Maximum Special Tax Basis shall be equal to the sum of Maximum Special Tax Basis for
Labor, Maximum Special Tax Basis for Water and Maximum Special Tax Basis for Asset
Replacement as shown in Table 1 above.

In determining the Maximum Special Tax Basis, the components of the Maximum Special
Tax Basis for each Land Use Description shall be increased in the 2022-23 Fiscal Year, and

each Fiscal Year thereafter, as follows:

i.  the annual percentage change of the Maximum Special Tax Basis for Labor
shall be equal to the annual percentage change in the Consumer Price Index

for Urban Wage Earners and Clerical Workers (CPI-W); and

ii.  the annual percentage change of the Maximum Special Tax Basis for Water
shall be equal to the annual percentage change in the Otay Water District

Commodity Rate; and

iii.  the annual percentage change of the Maximum Special Tax Basis for Asset
Replacement shall be equal to the annual percentage change in the
Engineering News Record Construction Cost Index for the Los Angeles Area.

The Fiscal Year 2021-22 Maximum Special Tax shall be equal to the Fiscal Year 2021-22
Maximum Special Tax Basis. In each subsequent Fiscal Year, the Maximum Special Tax shall
be increased by an amount not less than two percent (2%) and not greater than six percent
(6%) that results in a minimal absolute difference from the Maximum Special Tax Basis for

that Fiscal Year.




2. Other Property Types

No Special Tax shall be levied on Undeveloped Property or Exempt Property.

D. METHOD OF APPORTIONMENT OF THE SPECIAL TAX

Commencing with Fiscal Year 2022-23, and for each subsequent Fiscal Year, the CFD
Administrator shall levy the Special Tax on all Taxable Property of CFD No. 18M until the total
amount of Special Tax levied equals the Special Tax Requirement. The Special Tax shall be levied
Proportionately on each Assessor’s Parcel of Developed Property within CFD No. 18M up to 100%
of the applicable Maximum Special Tax to satisfy the Special Tax Requirement.

Notwithstanding the above, under no circumstances will the Special Tax levied against any
Assessor’s Parcel of Residential Property for which an occupancy permit for private residential
use has been issued be increased as a consequence of delinquency or default by the owner of
any other Assessor’s Parcel within the CFD by more than ten percent (10%) above what such
Special Tax would have been in the absence of delinquencies.

E. PREPAYMENT OF THE SPECIAL TAX

The Special Tax shall be levied in perpetuity for the purpose of financing ongoing authorized
Services and therefore may not be prepaid.

F. EXEMPTIONS

The City Council shall classify as Exempt Property: (i) Public Property, (ii) Property Owner
Association Property, (iii) CPF Property, (iv) Assessor’s Parcels with public or utility easements
making impractical their utilization for other than the purposes set forth in the easement,
including but not limited to property designated for open space, trails, pathways, parks or park
and recreation related facilities, and (v) property reasonably designated by the City or CFD
Administrator as Exempt Property due to deed restrictions, conservation easement, or similar
factors.

G. APPEALS

Any landowner who pays the Special Tax and claims the amount of the Special Tax levied on his
or her Assessor’s Parcel is in error shall first consult with the CFD Administrator regarding such
error not later than thirty-six (36) months after first having paid the first installment of the Special
Tax that is disputed. If following such consultation, the CFD Administrator determines that an
error has occurred, then the CFD Administrator shall take any of the following actions, in order
of priority, in order to correct the error:

(i) Amend the Special Tax levy on the landowner’s Assessor’s Parcel(s) for the current Fiscal
Year prior to the payment date,

(ii) Require the CFD to reimburse the landowner for the amount of the overpayment to the
extent of available CFD funds, or

(iii) Grant a credit against, eliminate or reduce the future Special Taxes on the landowner’s
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Assessor’s Parcel(s) in the amount of the overpayment.

If following such consultation and action by the CFD Administrator the landowner believes such
error still exists, such person may file a written notice of appeal with the City Council. Upon the
receipt of such notice, the City Council or designee may establish such procedures as deemed
necessary to undertake the review of any such appeal. If the City Council or designee determines
an error still exists, the CFD Administrator shall take any of the actions described as (i), (ii) and
(iii) above, in order of priority, in order to correct the error.

The City Council or designee thereof shall interpret this Rate and Method of Apportionment of
Special Tax for purposes of clarifying any ambiguities and make determinations relative to the
administration of the Special Tax and any landowner appeals. The decision of the City Council or
designee shall be final.

H. MANNER OF COLLECTION

Special Taxes levied pursuant to Section D above shall be collected in the same manner and at
the same time as ordinary ad valorem property taxes, provided that the CFD Administrator may
directly bill the Special Tax, may collect Special Taxes at a different time or in a different manner
if necessary to meet the financial obligations of the CFD or as otherwise determined appropriate
by the CFD Administrator.

I. TERM OF SPECIAL TAX
Taxable Property in the CFD shall remain subject to the Special Tax in perpetuity.




