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DEVELOPMENT AGREEMENT BY AND BETWEEN THE COUNTY OF SAN BENITO
AND NORTHEAST FAIRVIEW LANDOWNERS GROUP (SANTANA RANCH)

THIS DEVELOPMENT AGREEMENT (“Agreement’) is made and eniered into on
November 2, 2010 by and between the County of San Benito, a political subdivision of the
State of California ("County’} and the Santana Ranch Landowners, which inciude Guerra
Nut Shelling Company, a California corporation, Larry W. Anderson and Georgeann M.
Anderson, Restated Larry W. Anderson and Georgeann M. Anderson Revocable Family
Trust, and King & Domingues Properties, a California general partnership (collectively,
"Owner”). County and Owner are sometimes herein referred to individually as a “party’
and collectively as “parties.”

RECITALS

This Agreement is predicated on the following facts, which are incorporated
into and-made a part of this Agreement.

A. Capitalized Terms.

This Agreement uses certain terms with initial capital letters that are defined in
Section 1 below. County and Owner intend to refer to those definitions when the capitalized
terms are used in this Agreement.

B. Mature and Purpose of Development Agreaements.

The Legislature enacted Government Code section 65864 of seq. ("Development
Agreement Statute”) in response to the lack of certainty in the approval of development
projects, which can result in a waste of resources, escalate the cost of housing, and
discourage investment in and commitment to planning that would maximize the efficient
utilization of resources. The Development Agreement Statute is designed to strengthen the
public planning process, to encourage private participation in comprehensive, long-range
planning, and to reduce the economic costs of development. It authorizes a county to enter
into a binding agreement with any person having a legal or equitable interest in real
property.located in the county regarding the development of that property.

C. County’s Development Agreement Procedures.

Pursuant to the Development Agreement Statute, County adopted San Benito
County Code Chapter 19.11, which sets forth procedures and requiremenis for the
consideration of development agreements (“County Development Agreement
Procedures"). This chapter enables County and a developer seeking County approval of a
project to enter into a development agreement that vests certain rights and that requires a
developer to provide certain public benefits beyond those that could otherwise be imposed
as conditions of development. i

0. Owner’s Interest in the Property.
The land governed by this Agreement consists of the following: (1) approximately

two hundred and ninety two (292) acres in unincorporated San Benito County adjacent to
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the City of Hollister, as more particularly described in attached Exhibit 1 and depicted on
Exhibit 2 ("Specific Plan Area”), and (2) approximately twenty-six (26) acres located
immediately adjacent to the Specific Plan Area, as more particutarly described in attached
Exhibit 3 and depicted on attached Exhibit4 (“Potential Wastewater Treatment Plant
Site”). Together, the Specific Plan Area and the Potential Wastewater Treatment Plant Site
are collectively referred to herein as the “Property.” Owner has a legal interest in the
Property. The Property has been designated by the San Benito County Board of
Supervisors (“Board”) and in the County’s General Plan as an “Area of Special Study,”
which Is an area where significant growth is expected to occur upon completion and
adoption of a comprehensive specific plan pursuant to Government Code Section 65450.

E. Development of the Property.

Owner has prepared the Santana Ranch Specific Plan (“Specific Plan”), which
relates to the development of the Property as described more fully in the Specific Plan,
including, without limitation, the development of a maximum of one thousand hinety-two
(1,092) residential units (consisting of approximately 774 Santana Ranch single-family units
[R1-SR] and approximately 318 Santana Ranch residential multiple units [SR-RM], with a
variety of housing types); a maximum of one hundred six thousand (106,000) square feet of
neighborhood commercial and mixed uses, including approximately sixty-five thousand
(65,000) square feet of neighborhood commercial uses and forty-one thousand (41,000)
square feet of potential mixed uses; reservation of a site, anticipated to consist of eight to
twelve (8 to 12) acres, for purposes of an elementary school to serve approximately seven
hundred (700) students; approximately eighteen (18) acres of Formal Parks (as the term is
defined below in Section 2.3(a) below); and additional park and recreational facilities,
including a pedestrian and bicycle network throughout the Property. Coliectively, such
development shall be known as the “Project.”

F. Initial Project Approvals,

County has taken or intends to take various planning, land use entitement and
environmental review actions relating to the Project (“Initial Approvals”) inciuding, without
limitation, the following:

1. Environmental Impact-Report- (Resolution No. 2010-114). On October 5,
2070, pursuant to the California Environmental Quality Act (Pub. Res. Code § 21000 ef
seq.), the CEQA Guidelines (14 Cal. Regs. §15000 et seq.), and County’s local
Implementing Procedures for CEQA (collectively, "CEQA™), and in accordance with the
recommendation of the San Benito County Planning Commission ("Planning
Commission”), the Board took the following actions: (a) certified an Environmental Impact
Repori (State Clearinghouse No. 2008031019) for the Project (“Project EIR"); (b) adopted
written findings relating to significant environmental impacts; (c) adopted a Statement of
Overriding Considerations; and (d) adopted a mitigation monitoring and reporting pian
("MMRF”).

2. General Plan Amendment (Resolution No. 2010-128). On October 26, 2010,
following review and recommendation by the Planning Commission and after a duly noticed
public hearing, the Board took the following actions: (a) approved General Plan Amendment
No. 10-45 as an amendment to the County’s General Plan (“General Plan Amendment) in
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connection with the Project; and (b) made determinations regarding the Project’s
consistency with the County’s General Plan (as amended) and the non-applicability of the
County's Potential Residential Growth Increase (PRGI) Ordinance.

3. Specific Plan Adoption (Resolution No. 2010-129). On October 26, 2010,
following review and recommendation by the Planning Commission and after a duly noticed
public hearing, the Board adopted the Specific Plan, which governs development of the
Project ("Specific Plan Adoption”).

4. County Code, Zoning Text and Zoning Map Amendments (Ordinance
No. 860). On October 26, 2010, following review and recommendation by the Planning
Commission and after a duly noticed public hearing, the Board took the following actions:
{a) amended the text in the County’s Zoning Code to reflect the new zoning designation of
“Santana Ranch-Specific Plan (SR-SP)” to be applied to the Property; (b) amended the
County’s Zoning Map to show the Property as rezoned to “Santana Ranch-Specific Plan
(SR-5P);” and (c) made other conforming amendments to ensure consistency between the

County Code and the Project (collectively, “Code Amendments”).

5. Development Agreement (Ordinance No. 861). On November 2, 2010,
following review and recommendation by the Planning Commission and after a duly noticed
public hearing, the Board made the following findings with respect to the Agreement:

(@) It was processed in accordance with the Development Agreement
Statute.

(b) It is consistent with the San Benito County General Plan (as amended),
the Specific Plan, any area plans and other applicable Rules, Regulations and
Official Policies.

(c) It is compatible with the uses authorized in, and the regulations
prescribed for, the applicable zoning of the Property.

(d) It will not adversely affect the orderly development of the surrounding
community.

(e) It is fair, just and reasonabie.

(f) Itis consistent with and best serves the public health, safety and general
welfare of the County’s citizens and good land use practice because, among other
things, it provides for public benefits beyond those benefits that would be
forthcoming through conditions of development project approvals as set forth herein.

{g) It should be encouraged in order to meet important economic, social,
environmental and planning goals of the County.

(h) It is consistent with the County’'s Development Agreement Procedures
reflected in the San Benito County Code, title 19, chapter 19.11, as amended.
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() The Board has approved the underlying legislative entittements at a
meeting precedent to the hearing in which the Board seeks to approve the
Development Agreement.

On this basis, the Board approved this Agreement. On November 2, 2010, the
Board adopted Ordinance No. 861, enacting this Agreement. This Agreement will become
effective on December 2, 2010 (“Effective Date").

H. Intent of Parties.

County and Owner have, in good faith, negotiated the terms and conditions of this
Agreement, and have determined that use of a development agreement is appropriate for
development of the Project in accordance with the Project Approvals. County desires to
enter into this Agreement because it will eliminate uncertainty in planning and provide for
the orderly development of the Property; it will ensure the maximum efficient utilization of
resources within the County and the surrounding community; it will provide for public
benefits beyondthose that otherwise could be imposed as conditions of approval; and it will

otherwise achieve the goals and purposes of the Development Agreement Statute and the

County’s Development Agreement Procedures. In exchange for these benefits to County,
together with the other public benefits derived from development of the Project, Owner
desires to enter into this Agreement to receive the assurance that it may proceed with
development of the Project in accordance with the Project Approvals, as set forth more fully
below.

NOW, THEREFORE, with reference to the foregoing recitals and in consideration of
the mutual promises, obligations and covenants contained herein, Owner and County agree
as follows:

AGREEMENT

Section 1 Definition of Terms,
The following defined terms are used in this Agreement:

1.1 “Additional Park and Recreaticnal Space” has the.meaning-set-forth in
Section 2.4.

1.2 “Additional Qutreach and Marketing Period” has the meaning set forth in
Section 2.7(e).

1.3 “Affordable Housing Implementation Plan” has the meaning set forth in
Section 2.7(f).

1.4  “Affordable Housing Procedures” has the meaning set forth in Sections
2.7(cy and 2.7(f).

1.5  “Affordability Term” has the meaning set forth in Section 2.7(c).

1.6  “Affordable Units” means any one or more of the Project's units reserved
for occupancy by Low and Moderate Income Households.
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1.7

1.8

1.9

1.10

1.11

1.12

1.14

1.156
1.16

1.17

1.19

1.20

1.21

“Age-Restricted” means those Moderate Income Units that are reserved for
Moderate Income Households where all household members are fifty-five
{55) years of age or older.

“Agreement” means this Development Agreement between County and
Owner. This Agreement also is sometimes referred to herein as "DA.”

“Area Median Income” or “AMI” Median Income” means the annual
median income for San Benito County, adjusted for family size, as published
from time to time by the California Department of Housing and Community
Development (HCD}) pursuant to Health & Safety Code Sections 50079.5 and
50105.

“Basic Community Park Improvements” has the meaning set forth in
Section 2.3(c).

“Board” means the SanBenito County Board of Supervisors.

“Building Permit” refers to a document authorizing the holder to construct a
building, as provided for in the San Benito County Code.

“CEQA” has the meaning set forth in Recital F(1).

“Certificate of Occupancy” means a final certificate of occupancy issued by
County’s Building Official or, if County’s Building Code does not provide for
the issuance of a certificate of occupancy for a particular structure, the
functional equivalent thereto.

“Code Amendments” has the meaning set forth in Recital F(4).
“COG" refers to the Council of San Benito County Governments.

“Community Financing District” or “CFD” shall mean a financing district
formed under the Mello-Roos Community Facilities Act of 1982, pursuant to
Government Code section 53311 ef seq.

“Community Park” has the meaning set forth in Section 2.3(a).

“County” means the County of San Benito, a political subdivision of the
State of California.

“County Development Agreement Procedures” has the meaning set forth
in Recital C.

“Days” means calendar days. If the last day to perform an act under this
Agreement is a Saturday, Sunday or legal holiday in the State of California,
said act may be performed on the next succeeding calendar day that is not a
Saturday, Sunday or legal holiday in the State of California and in which the
County offices are open to the public for business.
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1.22
1.23

1.24

1.25
1.26
1.27
1.28

1.29

1.30

1.31

1.36
1.37
1.38

1.39

1.40

1.41

“Defense Counsel” has the meaning set forth in Section 10.186.
“Development Agreement Statute” has the meaning set forth in Recital B.
“Development Impact Fee” means any requirement of County in connection
with a Project Approval for the dedication of land, the construction of public
improvements, or the payment of fees in order to lessen, offset, mitigate or
compensate for the impacts of development on the environment; facilities,
services and infrastructure; or other public interests.

“Dispute” has the meaning set forth in Section 8.1.

“Effective Date” has the meaning set forth in Recital F(5).

“Enforced Delay” has the meaning set forth in Section 6.2(d).

“Engineer’s Report” has the-meaning set forth in Section 4.3.

“Existing Ruies” means the Rules, Regulations and Official Policies in effect
on the Effective Date.

“Fairview Road Improvements” describes infrastructure improvements
identified in attached Exhibit 7.

“First Phase of Affordable Units” has the meaning set forth in Section
2.7(d).

“Formal Parks” has the meaning set forth in Section 2.3(a).
“General Plan Amendment” has the meaning set forth in Recital F(2).
“Initial Approvals” has the meaning set forth in Recital F.

“Initial Outreach and Marketing Period” has the meaning set forth in
Section 2.7(e).

“JAMS” has the meaning set forth in Section 8.1.
“Legal Challenge” has the meaning set forth in Section 10.16.
“Linear Park” has the meaning set forth in Section 2.3(a).

“Local Builder” means those homebuiiders that have their primary place of
business in San Benito County and that have constructed ten (10) or fewer
residential units in any year within the previous three (3) years.

“Local Builder Lot” has the meaning set forth in Section 2.8.

“Low Income Household” means a household with an annual income not
greater than (and including) eighty percent (80%) of the Median Income.
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1.42

1.43

1.44

1.45

1.46

1.47

1.48

1.49
1.50
1.51
1.52

1.53

1.54

1.58

1.56

1.57

“Low Income Unit” means an Affordable Unit that shall be rented or sold to
a Low Income Household at a monthly rent or at a sales price that equates to
a monthly cost that is no greater than thirty percent (30%) of eighty percent
(80%) of the monthly Median Income, less the Utility Allowance then in effect.

“Milestones” refers to a schedule for the construction of improvements, as
described in attached Exhibit 8.

“MMRP” has the meaning set forth in Recital F(1).

“Moderate Income Household” means a household with an annual income
not greater than (and including) one hundred and twenty percent (120%) of
the Median Income.

“Moderate Income Unit” means an Affordable Unit that shall be rented or
sold to a Moderate Income Household at a monthly rent or at a sales price
that equates to a monthly cost that is no greater than thirty-five percent (35%)
of one hundred and twenty percent (120%) of the monthly Median Income,
with no deduction or offset for any Utility Allowance.

“Mortgage” means any mortgage, deed of trust, security agreement,
assignment or other like security instrument encumbering all or any portion of
the Property or Owner's rights under this Agreement.

“Mortgagee” means the holder of any Mortgage encumbering all or any
portion of the Property or Owner's rights under this Agreement, and any
successor, assignee or transferee of any such Mortgagee.

“Neighborhood Parks” has the meaning set forth in Section 2.3(a).

“New Rules” has the meaning set forth in Section 3.3.

“Notice of Default” has the meaning set forth in Section 6.2(a).

“Notice of Intent to Terminate” has the meaning set forth in Section 7.2,

“Offsite Land” means fands other than the Property that prove necessary to
support Project Infrastructure, as is further detailed in Section 3.9.

“Owner” means the Santana Ranch Landowners and all of their successors
and assigns.

“Periodic Review” has the meaaning set forth in Section 6.1.

“Planning Commission” means the San Benito County Planning
Commission.

“Planning Director” means the head of the Planning and Building
Departments and the Chief Planning Officer of San Benito County.
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1.58

1.59

1.60

1.61
1.62

1.63

1.64

1.65

1.66

1.67

1.68

1.69
1.70

1.71

//

“Potential Wastewater Treatment Plant Site” has the meaning set forth in
Recital D.

“Project” has the meaning set forth in Recital E.

“Project Approvals” means the Initial Approvals and Subsequent Approvals,
collectively.

“Project EIR” has the meaning set forth in Recital F(1).
“Project Infrastructure” has the meaning set forth in Section 2.2.

“Project Land Use Plan” denotes the location of Project components, as set
forth in attached Exhibit 5.

“Project Revenues” mean any and all revenues generated in connection
with—the Project, whether by property taxes, sales taxes, special taxes,
special assessments or otherwise.

“Property” has the meaning set forth in Recital D.

“Recorder” means the San Benito County Recorder, which is responsible,
in part, for recording legal documents that determine ownership of real
property and other agreements related to real property.

“Regulatory Processing Fees” means fees and charges adopted by County
for the purpose of defraying County's actual costs incurred or to be incurred
in the processing and administration of any form of regulatory permit, license,
land use entitlement, financing district or mechanism, permit or approval, or
imposed by County to defray the costs of periodically updating its plans,
policies, and procedures, including, without limitation, the fees and charges
referred to in Government Code section 66014,

“Rules, Regulations and Official Policies” means the County rules,
regulations, ordinances, laws, general or specific plans, zoning and official
policies governing development, including, without limitation, density and
intensity of use; permitted uses; the maximum height and size of proposed
buildings; the provisions for the reservation or dedication of land for public
purposes or payment of fees in lieu thereof; the construction, installation and
extension of public improvements; growth management; environmental
review; and other criteria relating to development or use of real property and
applicable to the Property.

“School District” means the Hollister School District.
“School Site” means the proposed elementary school site on the Property.

“Second Phase of Affordable Units” has the meaning set forth in
Section 2.7(d).

8 Development Agreement By and Between
The County of San Benito and Santana Ranch Landowners
November 2, 2010 (final)



1.72

1.73
1.74

1.76

1.76

1.77

1.78

1.79

1.80

Section 2

2.1

“Specific Plan” means the Santana Ranch Specific Plan adopted by the
Board on October 26, 2010 by Resolution No. 2010-129, as set forth in
Recital E.

“Specific Plan Adoption” has the meaning set forth in Recital F(3).
“Specific Plan Area” has the meaning set forth in Recital D.

“Subsequent Approvals” means any and all land use, environmental,
building and development approvals, entitlements and permits required
subsequent to the Effective Date in connection with development of the
Project on the Property, including, without limitation, tentative and final
subdivision maps, parcel maps and lot line adjustments; conditional use
permits; design review approvals; building permits; grading permits;
certificates of occupancy; approvals of financing districts or other financing
mechanisms; and any amendments thereto.

“Subsequent Landowner” is a party who has acquired all or a portion of the
Property from Owner other than: (1} a Mortgagee; or (2) the ultimate user of
any residential lot who has been released from liability under this Agreement
pursuant to Sections 7.3 and 9.1 below.

“Term” has the meaning set forth in Section 5.1.

“Traffic Impact Fee Program” or “TIF Program” refer to the City of
Hollister/San Benito County Regional Traffic Impact Fee Program.

“Traffic Impact Fees” refers to fees required under the City of Hollister/San
Benito County Regional Traffic impact Fee Program.

“Utility Allowance” means the allowance for tenant-purchased utilities
adopted by the San Benito Housing Authority and approved by the U.S.
Department of Housing and Urban Development (HUD) for the Section 8
Existing Rent Subsidy/Section 8 Voucher Programs.

Owner’'s Obligations.

Development of the Project.

Development of the Project shall be consistent with: (a) this Agreement; (b}

the San Benito County General Plan as it existed on the Effective Date, as modified by the
General Plan Amendment; (c) the San Benito County Code as it existed on the Effective
Date, as modified by the Code Amendments; (d} the Initial Approvals, including, without
limitation, the Specific Plan; (e) the Subsequent Approvals, as and when they are issued,
approved, or adopted, including all conditions of approval; and (f) all other applicable
Existing Rules. Notwithstanding the foregoing, in the event of a conflict hetween any
provision of this Agreement and the Specific Plan, this Agreement shall control.
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2.2  County’s Reliance on Owner’s Provision of, or Contribution Towards,
Project Infrastructure,

The parties acknowledge and agree that County’s approval of the Project is,
in part, in reliance upon and in consideration of Owner's provision of, or pro rata fair share
contribution towards, the infrastructure, facilities, improvements, services and amenities
(including construction, operation (including personnel) and maintenance thereof)
necessary to serve the Project, as described more fully in the Specific Plan and other
Project Approvals (collectively, “Project Infrastructure”) in accordance with Owner’s
obligations set forth herein.

2.3  Construction of Formal Parks and Related Improvements.

(@) Owner shall construct approximately eighteen (18) acres of parks and
recreational space and related improvements, which shall consist of an approximate
six (6) acre community park (*Community Park”), an approximate ten (10) acre
linear park (“Linear Park”), and approximately two (2) acres of neighborhood parks
("Neighborhood Parks”), as described more fully in the Specific Plan and
Subsequent Approvals (collectively, “Formal Parks). The Formal Parks shall be
located generally as designated on attached Exhibit5 (Land Use Plan) or as
otherwise determined appropriate by County and shall be constructed in accordance
with the Specific Plan and Subsequent Approvals. Owner shall transfer the
responsibility to operate and maintain the Formal Parks and all related
improvements to the Santana Ranch Community Facilities District (“CFD") or similar
financing district or mechanism, which such entity shall use Project Revenues to
fund the operation and maintenance of the Formal Parks.

(b) County and Owner acknowledge and agree that the amount of required
park acreage under this Section 2.3 exceeds current County standards by
approximately ten percent (10%). Owner shall construct the amount of park acreage
required under this Section 2.3 even if the maximum number of Project units (1,092)
is not ultimately constructed. To ensure the Project continues to so exceed County
park standards, in the event Owner subsequently seeks and obtains all necessary
approvals to construct additional residential units in the Project in the amount of five
percent (5%) or more beyondthe maximum number currently permitted {1,092),
Owner agrees to construct an additional amount of parks and related improvements
such that the Project’s total park acreage continues to exceed County standards as
they exist on the Effective Date by at least ten percent (10%):; provided, however,
that if Owner seeks and obtains approval to construct additional residential units
beyond the maximum number currently permitted (1,092) but less than five percent
(5%), no such additional parcel acreage requirement shall apply. Notwithstanding
the foregoing, Owner agrees that it shall not submit any application to County for
approval to develop additional residential units on the Property, which would result in
the Project's total unit count exceeding one thousand, two hundred, sixty-eight
(1,268) units or would otherwise trigger the referendum procedure set forth in section
19.29.005 of the San Benito County Code.

(c) Owner shall improve the Community Park as required under the Specific
Plan and Subsequent Approvals and in a manner generally consistent with the
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Conceptual Plan shown on attached Exhibit6 (“Basic Community Park
Improvements”). In the event County uitimately determines to include the
Community Park in its Master Parks Plan as a regional-serving facility, Owner shall
receive a credit against its parklands fee (Ord. No. 542) otherwise due pursuant to
Section 3.2 below as follows: said credit shall be equal to the amount of Owner's
actual costs, as reasonably documented by Owner, to construct any additional
improvements to the Community Park beyond the Basic Community Park
Improvements, which are required for the Community Park to be covered as a
regionally-serving facility under the County's Master Parks Plan; provided, however,
any such credit shall not exceed the amount of the parklands fee otherwise due
under Section 3.2 below.

(d) Owner acknowledges that Pacific Gas and Electric (PG&E) currently
holds an easement on a portion of the Project Site, which is located in the general
area where Owner proposes to construct the Linear Park, Owner shall provide
PG&E with written notice of Owner's proposed development of the Linear Park,
which such notice shall be provided at the time and in the manner as otherwise
required in connection with the subdivision map process for that portion of the
Project Site. In the unlikely event that Owner is prevented, due to applicable laws
and regulations in connection with said PG&E easement, from developing the Linear
Park as currently proposed, then Owner shall construct similar park facilities of
substantially the same size and nature elsewhere in the Project Site in accordance
with Section 2.3(a) above, subject to County’s reasonable approval of said facilities
and in accordance with the Specific Plan.

2.4  Additional Park and Recreational Space.

Along with the construction of the Formal Parks as required under Section 2.3
above, Owner shall provide additional park and recreational space and all related
improvements, as described more fully in the Specific Plan and Subsequent Approvals,
including, without limitation, a public trail system to provide pedestrian and bicycle access
throughout the Project; landscaped parkways; naturally designed detention basins; and
various “tot lots” throughout the Specific Plan Area (collectively, “Additicnal Park and
Recreational Space”). The Additional Park and Recreational Space shall be constructed in
the general location and manner described in the Specific Plan and Subsequent Approvals.
Owner shall construct the Additional Park and Recreational Space to County’s reasonable
satisfaction at Owner's sole cost, and shall transfer the responsibility to operate and
maintain the Additional Park and Recreational Space and all refated improvements to the
CFD or similar financing district or mechanism, which such entity shall use Project
Revenues to the fund the operation and maintenance thereof.
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2.5 Street Improvements and Other Project Infrastructure.

Owner shall provide, or contribute towards, all street improvements to be located within or
around the Property, including those portions of Fairview, Sunnyslope and Hilicrest Roads
and related improvements as set forth in Specific Plan and attached Exhibit 7 (“Fairview
Road Improvements”) as well as all other Project Infrastructure in accordance with its
obligations under this Agreement and as required by the Project Approvals.

2.6  Design of Project Infrastructure.

Development of the Property, including, without limitation, the Project Infrastructure, shall be
subject to final design review by County in accordance with the Specific Plan and the
County Code, as applicable. The Project Approvals, and all required master infrastructure
plans and improvement plans prepared in connection with the Project Approvals and in
accordance with the Specific Plan, shall govern the design and scope of all Project
Infrastructure to be constructed on or benefiting the Property.

2.7  Affordable Housing.

(a) Owner shall reserve ten percent (10%) of the Project's total residential
units for Moderate Income Households and Low Income Households (collectively,
“Affordable Units”), of which at least five percent (5%) shall be reserved for Low
Income Units; provided however, that Owner could substitute all or a portion of the
Moderate Income Units for Low Income Units, so long as the total percentage of
Affordable Units remains ten percent (10%). The required number of Affordable
Units under this Section 2.7 shall be calculated based on the total number of Project
units (both single-family and muiti-family) actually constructed; provided, however,
that in the event and to the extent Local Builder Lots are sold to Local Builders (in
accordance with Section 2.8 below), any such Lots shall be subtracted from the total
Project unit count for purposes of calculating the required number of Affordable
Units.

(b) If Owner builds a combination of Moderate-Income and Low Income
Units, then at least five percent (5%} of the Affordable Units shall be reserved for
Low tneeme Units, and the remaining Affordable Units may be reserved as Moderate
Income Units; provided, however, that up to ten percent (10%) of any Moderate
Income Units may also be Age-Restricted.

(c) The Affordable Units may be either for—sale or rental units, and shall be
deed-restricted for a period of thirty (30) years or longer (“Affordability Term),
depending on any ierms of financing, from the initial sale or rental of each such unit.
For-sale Affordable Units may convert to market rate units prior to the Affordability
Term, if the homebuyer enters into an equity and appreciation sharing program with
the County, the basic terms of which shall be consistent with attached Exhibit 10
(“Affordable Housing Procedures”); provided, however, that if County adopts a
new equity and appreciation sharing program in the future, Owner may sell
Affordable Units under those terms instead. The Affordable Units shall contain
complete, separate and distinct facilities for living, sleeping, eating, cooking, and
sanitation for a single person or a family, including a sleeping area, bathing and
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sanitation facilities, and cooking facilities equipped with a cooking range, refrigerator,
and sink. The exterior of the Affordable Units shall be of similar quality and design to
comparable market rate units within the Project, although interior finishes and
amenities of the Affordable Units may be more modest than comparable market rate
units.

(d) Owner shall complete construction of fifty percent (50%) of the Affordable
Units prior to commencing construction of the Project’s five hundredth (500th) unit
(“First Phase of Affordable Units”), and shall complete construction of the
remaining fifty percent (50%) of the Affordable Units prior to commencing
construction of the Project’s nine hundredth (900th) unit ("Second Phase of
Affordable Units"); provided, however, that Owner may accelerate said Affordable
Unit construction schedule so long as doing so is otherwise consistent with Owner's
obligations under this Agreement and Subsequent Approvals.

(e) Owner shall conduct outreach, eligibility screening, and advertising and
other marketing efforts for the purpose of renting or selling (as the case may be) the
Affordable Units to eligible households (“Initial Qutreach and Marketing Period”)
approximately one hundred eighty (180) days prior to the completion of construction
for each Affordable Unit. With respect to Affordable Units offered for sale, in the
event an Affordable Unit has not been sold during this 180-day period, then after the
Certificate of Occupancy is issued for each said unit, Owner shall continue marketing
the units for an additional 120 days (“Additional Outreach and Marketing Period")
upon written notification to the County’s Housing Department. During the Additional
Outreach and Marketing Period, County may, but does not have the obligation to:
(i) purchase said unit at a sale’s price which equates to one hundred twenty percent
(120%) of the area median income for San Benito County adjusted for bedroom size
(“AMI'y for a Moderate Income Unit, or 80% of AMI for a Low Income Unit, or
(i) assist with or undertake outreach, eligibility screening, and advertising and other
marketing efforts for the purpose of renting or selling the Affordable Unit to an
eligible household in accordance with Section 10.24 below. Owner shall use its best
efforts to adequately market each Affordable Unit for the purpose of selling each unit
to a qualified household, based on a comprehensive community wide outreach
program, which could include, for example, brochures, flyers, media announcements
and newspaper advertisements, as well as posting information at local public places
such as libraries, community centers, post offices, schools, local businesses,
churches, and offices of the County of San Benito and other public agencies within
San Benito County.

(f) In the event an Affordable Unit(s} is not sold during either the Initial or
Additional Outreach and Marketing Periods for said unit despite Owner's best
marketing efforts as required in Section 2.7(e} above, then Owner shall be permitted
to sell said Affordable Unit(s) at a price to be determined by Owner in its sole
discretion upon notifying the County’s Housing Department of its intent to do so;
under such circumstances, said unit(s) shall no longer be subject to affordability
restrictions, Owner shall be deemed to have complied with its affordable housing
obligations for said unit(s), and Owner shall not be subject to any penalty under
Section 2.7(i) below. Owner acknowledges that, as of the Effective Date, County
does not have the financial resources or personnel available to manage the Project's
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Affordable Units nor monitor and enforce the Project’s obligations related thereto.
Accordingly, to ensure the Affordable Units are made available to eligible
households and remain affordable as required under this Section 2.7, Owner or a
qualified third party experienced in providing such services (selected and paid for by
Owner) shall manage the Affordable Units, as necessary, and shall monitor and
enforce the Project's obligations related thereto until such time as County
implements a Countywide program designed to accomplish these same objectives
for other affordable units within the unincorporated County. Within six (6) months
prior to the offering of the first (1st) Affordable Unit, Owner shall submit to County for
its reasonable approval an implementation plan (“Affordable Housing
Implementation Pian”), which shall contain, at minimum, the following information,
an outline of which is set forth in the Affordable Housing Procedures.

(1) Name and contact information of the entity, whether Owner or
a qualified third party, who will be responsible for implementation of the
Project’s Affordable Housing component as described in this Section 2.7,
including managing the Affordable Units and monitoring and enforcing the
Project’s obligations related thereto.

(2) A description of the income eligibility determination process,
including the method to be used to verify household income, the required
documentation, and the manner in which complete and accurate books
will be maintained.

(3) A description of the process by which the maximum allowable
rent or sales price for an Affordable Unit {as the case may be) will be
determined to ensure each unit's confinued affordability for the required
time period, both initially and for subsequent rental or sales, including the
proposed standard form of lease or purchase and sales agreement and
the proposed method(s) of deed restriction.

(4) For any Affordable Units that will be offered for sale, a
description of any equity-sharing or other arrangements in connection with
improvements made to the unit by the property owner.

(5) A description of the proposed marketing and outreach efforts,
consistent with Owner’s obligations in Section 2.7(e) above, to facilitate
eligible households' access to the Affordable Units.

(g) Owner shall provide to County an annual status report as part of the
Periodic Review (under Section 6 below) of its progress towards satisfying its
affordable housing obligations under this Section 2.7. County shall have the right,
but not the obligation, to review and/or audit books and records in connection with
the Project's affordable housing obligations for purposes of monitoring overall
compliance subject to Owner's management, monitoring and enforcement
obligations under Section 2.7(e) and (f) above, and Owner (or the qualified third
party) shall keep accurate and complete books and records, and shall make them
reasonably available to County for this purpose. In addition to the annual status
report referenced above, Owner shall provide an annual report to County's
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Affordable Housing Committee on Owner's compliance regarding the affordable
housing requirements set forth in this Agreement.

(h) At the time of resale of each for-sale Affordable Unit, the property owner
shall pay County a five hundred dollar ($500) administration fee along with County's
share of equity and appreciation, if any, which shall be reinvested in the San Benito
County Housing Trust Fund or other affordable housing programs in the County,

(i) Inthe event and to the extent Owner fails to satisfy its affordable housing
obligations under this Section 2.7, County may withhold issuance of building permits
for the Project until such time as Owner satisfies said obligations. In addition to
withholding building permits, if Owner does not satisfy said obligations by the earlier
of: full build-out of the Project or termination of this Agreement, then Owner shall pay
to County the amount of Twenty-Five Thousand Dollars ($25,000) for every
Moderate Income Unit and Thirty-Five Thousand Dollars ($35,000) for every Low
Income Unit that was required but not constructed, which such funding County shall
deposit in the San Benito County Housing Trust Fund for the purpose of facilitating
affordable housing production elsewhere in the County.

2.8  Offer for Sale of Lots to Local, Small Builders.

Owner shall offer for sale a total of ten percent (10%) of the Project's single-
family lots to Local Builders for the purpose of promoting additional variety in housing types
and benefiting the local economy (collectively, “Local Builder Lots”). A total of sixteen (16)
l.ocal Builder Lots shall be offered for sale prior to commencement of construction of the
Project’s three hundredth (300th) single-family unit; a total of thirty two (32) Local Builder
Lots shall be offered for sale prior to commencement of construction of the Project’s four
hundredth (400th) single-family unit; a total of forty eight (48) Locail Builder Lots shall be
offered for sale prior to commencement of construction of the Project’'s five hundredth
(500th) single-family unit; a total of sixty four (64) Local Builder Lots shall be offered for sale
prior to commencement of construction of the Project’s six hundredth (600th) single family
unit; and a total of seventy seven (77) (or the remaining balance due) Local Builder Lots
shall be offered for sale prior to commencement of construction of the Project’s seven
hundredth (700th) single family unit. Owner shall advertise the sale of Local Builder Lots in
a paper of local, general circulation and shall offer each Local Builder Lot for sale for a total
of nine (9) months at the then-market rate based on comparable sales of similar lots;
provided, however, if any such Local Builder Lot is ultimately not sold to a Local Builder
during this required 9-month period, then Owner or another third party may construct a unit
on said lot and ali obligations within this Section 2.8 shall be deemed satisfied. Owner shall
provide an annual status report of its progress in satisfying the Local Builder Lot obfigations
under this Section 2.8 as part of its Periodic Review (under Section 6 below).

2.9 Reservation of School Site.

Subject to the time limitations set forth below, Owner shall reserve a site for
purposes of an elementary school designed to house approximately seven hundred (700)
students, which is anticipated to be approximately eight to twelve (8 — 12) acres and located
generaily as designated on Exhibit 5 (“Project Land Use Plan”) or as otherwise determined
appropriate by County and the Schoo! District as set forth in Subsequent Approvals. in the
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event Owner and the School District execute a written purchase and sale agreement with
respect to the School Site, Owner shall offer any related road access improvements for
dedication to County. In the event Owner and the School District do not execute a written
purchase and sale agreement by December 31, 2020 or negotiations between Owner and
the School District are otherwise sooner mutually terminated, Owner may develop the
School Site as otherwise permitted under the Specific Plan and Subsequent Approvals.
Notwithstanding the foregoing, Owner shall have no obligation under this Agreement to
construct or fund the construction of any schoo! on the School Site, except as it may relate
to payment of the applicable school facilities fees pursuant to the Leroy F. Greene School
Facilities Act of 1998. The obligation to reserve the School Site in accordance with this
Section 2.9 shall survive termination of this Agreement.

210 Reimbursement; Credits.

Owner shall not be entitled to any reimbursement or fee credits in connection
with any Project Infrastructure required under this Agreement or by any Project Approvals,
except under the following limited circumstances:

(a) Owner shall be entitted to reimbursement from available TIF Program
funds for its actual costs to install any intersection improvements identified in the
Project EIR and installed by Owner beyond Owner’s fair share so long as any such
from said intersection(s) are expressly identified in the TIF Program.

(b) In the event and to the extent other private property owners outside of the
Property directly benefit from Owner’s construction of any Project Infrastructure on-
site or off-site, Owner shall be entitled to reimbursement from any such other
property owner(s) based on a pro rata, fair share apportionment of costs. To the
extent Owner seeks reimbursement under this Section 2.10(b), County shall use its
best efforts to form, consistent with all applicable federal, state, and local laws and
regulations (including, without limitation, Proposition 218), a local benefit district or
Area of Benefit for the purpose of facilitating the reimbursement of Owner for said
improvements to the extent said improvements are not covered in the TIF Program;
provided, however, Owner shall pay all of County’s costs associated therewith and
shall, as a condition of formation, indemnify and hold County harmless from and
against all claims in connection therewith. Notwithstanding the foregoing, Owner
agrees that County’s obligations hereunder are limited to facilitating reimbursement
from other private property owners as set forth above, and County shall have no
obligation to reimburse Owner.

(c) The parties acknowledge and agree that County’s current TIF Program
and related nexus study assume the widening of Fairview Road for approximately
3.6 miles as a regional improvement, to be covered by Traffic Impact Fees collected
under the County TiF program. Owner agrees to construct certain improvements at
such time as described in attached Exhibit 8 (“Milestones”) and consistent with
attached Exhibit 7 (Fairview Road Improvements); provided, however, Owner shall
be credited against Owner’'s TIF fees otherwise owed for its actual costs above its
pro rata share, as described in Exhibit 7. Upon Owner's payment of the TIF fees
owed in connection with the Project, County agrees to deposit said payment(s) into a
segregated account such that those funds are available for purposes of reimbursing
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Owner as contemplated under this Section 2.10; provided, however, that Owner
agrees that County shall not be precluded from using funds other than those held in
the above-referenced segregated account to reimburse Owner as provided herein.

(d) In the event the Community Park is ultimately included in the County’s
Master Parks FPlan as covered improvement(s), then Owner shall receive a credit
pursuant to Section 2.3 above.

2.11  Habitat Conservation.

Owner shall provide offsite mitigation for habitat conservation in the manner set forth in the
Project EIR's Mitigation Measure 3.4-1c and 3.4-1g and as required by U.S. Fish and
Wildlife Service and California Department of Fish and Game. County agrees that provision
of such offsite mitigation satisfies the purpose of the County’s Habitat Conservation
Mitigation Fee (Ordinance No. 541; Chapter 19.19 of the San Benito County Code) and
shall be in lieu of payment otherwise due by Owner under the County’s Habitat
Conservation Mitigation Fee.

Section3  Owner’s Vested Rights.
3.1 Vested Right to Develop the Project.

Owner shall have the right to develop the Property with the Project in
accordance with this Agreement and other Project Approvals. The parties acknowledge
and agree that Subsequent Approvals will be required fo fully implement the Project.
County shall process and consider any application for a Subsequent Approval in
accordance with the Existing Rules. The permitted uses of the Property; the density and
intensity of such uses; the maximum height and size of proposed buildings; the provisions
for the reservation or dedication of land for public purposes or payment of fees in lieu
thereof; the construction, instaltation and extension of public improvements; and the
development standards and design guidelines shall be as set forth in the Project Approvals.

3.2  Development Impact Fees and Regulatory Processing Fees.

(a) Owner shall pay all Development Impact Fees, as identified in attached
Exhibit 9 ("Development Impact Fees”) and in the amount in effect on the Effective
Date, and shall also pay any indexed increases of those identified fees; provided,
however, that Owner shall not be required to pay any Development Impact Fees
newly established after the Effective Date. Notwithstanding the foregoing, if and
when County and Council of San Benito County Governments (COG) next complete
a comprehensive update of the County's Traffic Impact Fee (TIF) and related nexus
study, Owner shall vest into the amount as set forth in that updated TIF and nexus
study.

(b} County agrees that Owner’s payment of all Development Impact Fees
due in accordance with this Section 3.2 shall be due and payable at issuance of the
Certificates of Occupancy or final inspection, whichever comes first, consistent with
Government Code section 86007, rather than at issuance of the Building Permit.
The parties further agree that the amount of said fees owed shall be calculated as of
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the date of issuance of each Certificate of Occupancy except for Traffic Impact Fees
which shall be calculated as of the date of issuance of each Building Permit.

(c) Owner shall pay all Regulatory Processing Fees in accordance with
Section 3.3 below.

3.3  Application of Subsequently Enacted Rules, Regulations and Official
Policies.

County may adopt new or modified Rules, Regulations and Official Policies after the
Effective Date (“New Rules”); provided, however, such New Rules shall be applicable to the
Project or the Property only to the extent that such application will not modify, prevent or
impede development of the Project on the Property or conflict with any of the vested rights
granted to Owner under this Agreement. Any New Rules shall be deemed to conflict with
Owner’s vested rights if they seek to limit or reduce the density or intensity of development
of the Project; or to limit the timing of the development of the Project, either with specific
reference to the Property or as part of a general enactment that applies to the Property.
Notwithstanding the foregoing, County shall not be precluded from applying any New Rules
to the Project or Property under the following circumstances, where the New Rules are: (j)
specifically mandated by changes in state or federal laws or regulations adopted after the
Effective Date as provided in Government Code section 65869.5; (i) specifically mandated
by a court of competent jurisdiction; (iii) changes to the Uniform Building Code or similar
uniform construction codes, or to County’s local construction standards for public
improvements so long as such code or standard has been adopted by County and is in
effect on a County-wide basis; (iv) required as a result of facts, events or circumstances
presently unknown or unforeseeable that would otherwise have an immediate adverse risk
on the health or safety of the surrounding community; or (v) new or increased Regulatory
Processing Fees so long as such fees are applied to all similar development projects on a
County-wide basis.

3.4 Modification or Suspension by State or Federal Law.

In the event that state or federal laws or regulations enacted after the Effective Date prevent
or preclude compliance with one or more provisions of this Agreement, such provision(s) of
this Agreement shall be modified or suspended as may be necessary to comply with such
state or federal laws or regulations. Notwithstanding the foregoing, the remainder of this
Agreement shall remain in full force and effect to the extent it is not inconsistent with such
laws or regulations and to the extent such laws or regulations do not render such remaining
provisions impractical to enforce.

3.5 CEQA

Owner acknowledges that implementation of the Project will require County’s
consideration and approval of applications for Subsequent Approvals and that County will
complete environmental review in connection with those Subsequent Approvals as required
by CEQA and other applicable federal, state and local laws and regulations. County’s
environmental review of the Subsequent Approvals pursuant to CEQA shall utilize the
Project EIR to the fullest extent permitted by law; provided, however, nothing in this
Agreement shall be deemed to limit the legal authority of County to conduct any
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environmental review required under CEQA or other applicable laws and regulations.
3.6  Exemption from Growth Management Ordinance.

County agrees the Project is exempt from the County’s Growth Management
Crdinance pursuant to San Benito County Section 21.07.004(K) because Owner and
County have entered into this Agreement, and therefore no growth management allocations
are or will be required to develop the Project.

3.7 Timing of Development.

The parties acknowledge that Owner cannot at this time predict when, or at
what rate the Project will be developed. Such decisions depend upon numerous factors
that may not be within Owner's control, such as market orientation and demand, interest
rates, absorption, completion and other similar factors. Owner and County agree that
Owner shall have the right to develop the Project in such order, at such rate, and at such
times as Owner deems appropriate within its exercise of subjective business-judgment,
subject only to any timing or phasing reguirements set forth in the Specific Plan, this
Agreement, and Subsequent Approvals.

3.8  Regulation by Other Public Agencies.

it is acknowledged hy the parties that other public agencies not within County’s control may
possess authority to regulate aspects of the development of the Property, and this
Agreement does not limit such authority of other public agencies.

3.9 Eminent Domain.

The parties acknowledge and agree that development of the Project
Infrastructure is a critical component of the Project and also will result in key benefits to the
community generally. The parties further acknowledge that fulfilling said obligations may
require acquisition of additional land outside the Property. If such acquisition is necessary
to develop any aspect of the Project Infrastructure, Owner shall use its best efforts to
acquire any and all such land (“Offsite Land"), which shall include: a) paying for and
obtaining an appraisal prepared by a qualified Member of the Appraisal Institute (MAI), in
connection with the acquisition of the Offsite Land; and b) offering to acquire the Offsite
Land based on such appraisal. In the event Owner is not successful in acquiring the Offsite
Land, County and Owner shall meet and confer to determine: (a) whether the need for the
Offsite Land is such that County should consider informally intervening to facilitate said
acquisition; (b) whether there may be other feasible means of accomplishing the public
objectives at issue such that acquisition of the Offsite Land is no longer needed; and
(c) whether it would be appropriate for County to consider using its statutory powers of
eminent domain to acquire the Offsite Land. In the event that County determines to use its
statutory powers of eminent domain to pursue acquisition of the Offsite Land, Owner shall
be responsible for all costs associated therewith. Notwithstanding the foregoing, neither
this Section 3.9 nor any other provision of this Agreement is intended to abrogate County’s
responsibilities, in the exercise of eminent domain, to satisfy the substantive and procedural
requirements of the Eminent Domain Law (California Code of Civil Procedure Part 3, Title 7,
Sections 1230.010-1273.050), as amended from time to time. In the event the Offsite Land
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is not ultimately acquired, either through private acquisition or eminent domain, or in the
event that County determines not to pursue eminent domain of the Offsite Land, Owner's
obligations in connection with that aspect of the Project Infrastructure that necessitated
acquisition of the Offsite Land shall terminate and be of no further force or effect in
accordance with Government Code section 66462.5 of the Subdivision Map Act.

Section4  Cooperation.
4.1 Owner’s Application for Subsequent Approvals.

Owner shall be obligated to obtain any and all required Subsequent
Approvals to develop the Project. Owner shall apply for such approvals in a timely manner.
Owner’s obligations under this Section 4.1 apply to those approvals that are under County's
jurisdiction and also to those approvals that may be required by other governmental or
guasi-governmental agencies having jurisdiction over the implementation of any aspect of
the Project {including, without limitation, the Department of Transportation; agencies having
jurisdiction over boundary changes or district formation, flood control, sewer service, water
service or fire protection; and agencies having jurisdiction owver air quality, biological
resources, solid wastes and hazardous wastes and materials).

4.2 County’s Processing of Subsequent Approvals.

County shall cooperate and diligently work to promptly process and consider
all applications for Subsequent Approvals, provided they are in a proper form and include
payment of any applicable fees and provided that Owner is in compliance with this
Agreement. In the event that County and Owner mutually determine that additional
personnel or outside consultants need to be retained to assist County to expeditiously
process any Subsequent Approval, the cost of any such personnel or consultants shall be
paid by Owner but shall be under the direction of County. County shali retain its discretion
in its consideration of any and all Subsequent Approvals but shall exercise that discretion in
a manner consistent with the Specific Plan and this Agreement

4.3 Revenue Neutrality of Project; Cooperation in Forming Financing
Districts.

The parties acknowledge and agree that County is approving the Project, in part, based on
Owner's obligation to ensure that the Project is revenue neutral such that Project
Revenues fully cover the costs of the Project Infrastructure over the life of the Project
{("Revenue Neutrality”). The parties further acknowledge and agree the Project is being
approved during challenging and uncertain economic times, and therefore the parties desire
to provide additional assurances, to the extent feasible, that the Project will achieve and
maintain said revenue neutrality. Accordingly, the parties shall cooperate and diligently
work to form a CFD or some other mutually acceptable financing district or mechanism, to
the extent permitted under applicable law; provided, however, that nothing contained in this
Agreement shall be construed as requiring County to form such a district or mechanism or
to issue or seli bonds therefor. In preparing the analysis required under the law to form the
CFD ("Engineer's Report'), the Engineer’s Report shall use assumptions consistent with
those set forth in attached Exhibit 11 (Fiscal Impact Analysis); provided, however, that the
Engineer's Report shall determine the sales price based on industry standard methodology
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and assumptions mutually agreed upon by County and Owner as part of the CFD formation
process. As a condition of approval to the Project's first small-lot tentative subdivision map,
Owner shall be required to cooperate and diligently work with County to form the CFD as
required herein and shall cover any and all actual County costs associated with said
formation proceedings. Owner’s obligation to ensure Revenue Neutrality as set forth in this
Section 4.3 shall survive the termination of this Agreement.

4.4 Comprehensive Update to the County's Traffic Impact Fee Program and
Related Nexus Study.

At such time as County and COG next prepare a comprehensive update to the County’s TIF
Program and related nexus study (as opposed to interim, non-comprehensive and
temporary revisions to the TIF Program in anticipation of a later comprehensive update),
County shall endeavor, consistent with applicable law, to have all traffic intersections
intended to be covered under the updated TIF Program to be expressly described and
delineated as such in the nexus study, and also shall endeavor to have the Project traffic
intersections identified in the Project EIR included and/or continue to be included in the
updated TIF Program and related nexus study as covered intersecticns.

Section 5  Term of This Agreement.
5.1 Duration of Agreement.

The term of this Agreement shall commence on the Effective Date and shall
continue for a period of fifteen (15) years unless extended or sooner terminated as provided
herein (“Term”) and in accordance with County’'s Development Agreement Procedures.
Following the expiration of the Term, this Agreement shall be deemed terminated and of no
further force and effect except for Owner's indemnification obligations described in
Sections 10.13 and 10.16 below, and its affordable housing obligations under Section 2.7
above, and its obligation to reserve the School Site under Section 2.9 above, which shall
survive termination. Termination shall not affect any right or obligation arising from the
Project Approvals.

5.2  Extension by Agreement.

The Term may be extended at any time before its termination date by the
mutual agreement of the parties in writing and in accordance with County's Development
Agreement Procedures.

Section 6 Periodic Compliance Review; Default.
6.1 Periodic Compliance Review.

County shall review Owner's good faith compliance with the terms of this
Agreement on an annual basis. This periodic compliance review shall be conducted in
accordance with the Development Agreement Statute and the County’s Development
Agreement Procedures, and shall address all items set forth therein as well as specifically
demonstrate Owner's compliance, among other things, with its affordable housing
obligations under Section 2.7 above, its Local Builder Lot obligations under Section 2.8
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above, and its Development Impact Fee payment obligations under Section 3.2 above
("Periodic Review”). Owner shall reimburse County for the actual costs of preparing for
and conducting the Periodic Review within thirty (30) days of written demand from County.

In the event County elects to terminate this Agreement pursuant to the
provisions of Section 6.2(b) below, Owner, in accordance with Section 8 below, may
challenge such termination by instituting arbitration proceedings in which event the
arbitrator shall exercise its review, based on substantial evidence, as to the existence of
cause for termination.

6.2 Default.

(a) Notice of Default. Failure or unreasonable delay by County or Owner to
perform any material provision herein shall constitute a default under this
Agreement. In the event of a default, the party alleging such default shall give the
defaulting party not less than thirty (30) days’ written notice of default (“Mefice of
Default’), unless the parties extend such time by mutual written consent or except in
cases where Owner's default presents a threat of imminent harm to the public;
provided, however, failure or delay in giving a Notice of Default shail not waive a
party’s right to give future notice of the same or any other default. The Notice of
Default shall specify the nature of the alleged default, the manner and period of time
in which said default may be satisfactorily cured, and shall otherwise adhere to the
noticing requirements set forth in the County’s Development Agreement Procedures.
The time of the Notice of Default shall be measured from the date actually delivered
in accordance with Section 10.12 helow.

(b) Cure Period; Right to Terminate or Initiate Arbitration Proceedings.
The defaulting party shalil provide evidence establishing it was never, in fact, in
default or shall cure the default within thirty (30) days; provided, however, that if the
nature of the alleged default is such that it cannot be reasonably cured within such
30-day period, the commencement of the cure within such time period and the
diligent prosecution to completion of the cure shall be deemed a cure within such
period. During any period of curing, the party charged shall not be considered in
default for purposes of terminating this Agreement or instituting arbitration
proceedings—Ifthe default is cured, then no default shall exist or be deemedto have
existed and the noticing party shall take no further action. After proper notice and
the expiration of such 30-day cure period without cure and subject to the Dispute
Resolution process set forth in Section 8.1 below, the noticing party, at its option,
may terminate this Agreement without legal action or may institute arbitration
proceedings as provided herein and in the County’s Development Agreement
Procedures. Further, pursuant to County Code section 19.11.011(B)(2)(c}), Owner
shall not initiate any arbitration proceedings until Owner applies to the Planning
Commission for a determination of County's default and shall have the burden of
proving County’s default at the public hearing before the Planning Commission.

(c) Remedies Generally. The parties agree that remedies to enforce the
terms of this Agreement shall be limited to actions for mandamus, specific
performance, injunctive relief or other equitable relief, and that neither party shall be
liable for monetary damages. Notwithstanding the foregoing, County reserves the
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right to seek payment from Owner through arbitration proceedings for any fees,
charges, costs or other monies owed under this Agreement, and to obtain recovery
thereof.

(d) Enforced Delay; Extension of Time of Performance. No party shall be
deemed in default of its obligations under this Agreement where a delay or default is
due to an act of God, natural disaster, accident, breakage or failure of equipment,
enactment of conflicting federal or state laws or regulations, third-party litigation,
strikes, lockouts or other labor disturbances or disputes of any character, interruption
of services by suppliers thereof, unavailability of materials or labor, rationing or
restrictions on the use of utilities or public transportation whether due to energy
shortages or other causes, war, civil disturbance, riot, or by any other severe and
unforeseeable occurrence that is beyond the control of that party (collectively,
“Enforced Delay"); provided, however, the parties agree a delay that results solely
from unforeseen economic circumstances shall not constitute an Enforced Delay for
purposes of this Section 6.2(d). Performance by a party of its obligations under this
Section 6.2(d) shall be excused during, and extended for a period of time equal to,
the period (on a day-for-day basis) for which the cause of such Enforced Delay is in
effect.

Section7  Termination.
7.1 Termination Upon Completion of Project or Expiration of Term.

This Agreement shall terminate upon the expiration of the Term (plus any
extensions mutually agreed upon in accordance with Section 5.2 above) or when the
Project has been fully developed and all of Owner’s obligations in connection therewith and
with this Agreement have been satisfied as reasonably determined by County. Upon
termination of this Agreement, the County Recorder may cause a notice of such termination
in a form satisfactory to County Counsel to be duly recorded in the official records of San
Benito County.

7.2 Termination Due to Default.

After notice and expiration of the thirty-(30)-day-cure period as specified-in
Section 6.2 above and completion of the Dispute Resolution process set forth in Section 8.1
below, if the default has not been cured or it is not being diligently cured in the manner set
forth above, the noticing party may, at its option, give notice of its intent to terminate this
Agreement pursuant to the Development Agreement Statute and the County Development
Agreement Procedures (“Notice of intent to Terminate”). Within thirty (30) days of receipt
of a Notice of Intent to Terminate, the matter shall be scheduled for consideration and
review in the manner set forth in the Development Agreement Statute and the County
Development Agreement Procedures. Following consideration of the evidence presented in
said review, either party alleging the default may give written notice of termination of this
Agreement. If a party elects to terminate as provided herein, upon sixty (60) days’ written
notice of termination, this Agreement shall thereby he terminated. Notwithstanding the
foregoing, a written notice of termination given under this Section 7.2 is effective to
terminate the obligations of the noticing party only if a default has occurred and such
default, as a matter of law, authorizes the noticing party to terminate its obligations under
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this Agreement. In the event the noticing party is not so authorized to terminate, the non-
noticing party shall have all rights and remedies provided herein or under applicable law,
including, without limitation, the right to specific performance of this Agreement. Once a
party alleging default has given a written notice of termination, arbitration proceedings may
be instituted to obtain a declaratory judgment determining the respective termination rights
and obligations under this Agreement.

7.3  Termination of Agreement with Respect to Individual Units Upon Sale to
Ultimate User and Completion of Construction.

The assignment provisions of Sections 9.1 and 9.2 below shall not apply, and
the obligations hereunder shall terminate with respect to any unit and the owner of such unit
shall be released and no longer be subject to this Agreement without the execution or
recordation of any further document upon satisfaction of both of the following conditions:

(@) The lot upon which the unit is located has been finally subdivided and
individually (i.e., not in "bulk™ sold to a member of the public or other ultimate user;
and

(b) A Certificate of Occupancy has been issued for a residential building on
said lot.

7.4  Termination by Mutual Consent.

This Agreement may be terminated by mutual consent of the parties in the
manner provided in the Development Agreement Statute and the County Development
Agreement Procedures.

Section 8 Dispute Resolutions.
8.1 Informal Resolution of Disputes; Mediation.

If a dispute arises related to the interpretation or enforcement of, or compliance with, the
provisions of this Agreement (“Dispute”), County and Owner shall first attempt to resolve it
through informal discussions. [n the event a Dispute cannot be resolved in this manner
within twenty one (21) days, County and Owner shall endeavor to settle the Dispute by
mediation. The Dispute shall be submitted to the San Jose, California office of Judicial
Arbitration and Mediation Services, Inc. (“JAMS") for mediation, and if the matter is not
resolved through mediation, then it shall be submitted to JAMS for final binding arbitration
pursuant to Section 8.2 below. Either County or Owner may commence mediation by
providing to JAMS and the other party a written request for mediation setting forth the
subject of the Dispute and the relief requested. County and Owner shall cooperate with
JAMS and with one another in selecting a mediator from JAMS' panel of neutrals and in
scheduling the mediation proceedings. If the parties cannot agree on the appointment of the
mediator or the date of the mediation within thirty (30) days after the written request for
mediation has been received, then JAMS shall appoint the mediator at its discretion and/or
set a mediation date. County and Owner agree to participate in any such mediation in good
faith, and shail share equally in its costs. All offers, promises, conduct, and statements,
whether oral or written, made in the course of the mediation by either of the parties, their
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agents, employees, experts and attorneys, and by the mediator and any JAMS employees,
are confidential, privileged, and inadmissible for any purpose, including impeachment, in
any arbitration or other proceeding involving the parties, provided that evidence that is
otherwise admissible or discoverable shall not be rendered inadmissible or non-
discoverable as a result of its use in the mediation. Either party may seek equitable relief
prior to the mediation to preserve the status quo pending the completion of that process.

8.2 Arbitration.

(a) Either County or Owner may initiate arbitration with respect to a Dispute
by filing a written demand for arbitration at any time following completion of the
informal dispute resolution and mediation processes described above; provided
however, that mediation may continue after the commencement of arbitration, if
County and Owner so desire. Unless otherwise agreed to by County and Owner, the
mediator shall be disqualified from serving as the arbitrator in the case. The
provisions of this Section 8.2 may be enforced by any court of competent jurisdiction,
and the prevailing party shall be entitled to an award of &l costs, fees, and
expenses, including attorneys' fees, to be paid by the non-prevailing party. Any
Dispute arising out of or relating to this Agreement or the breach, termination,
enforcement, interpretation or validity thereof, including the determination of the
scope or applicability of this Agreement to arbitrate, not resolved by the mediation
process set forth above, shall be determined by arbitration to be held in San Benito
County before one arbitrator. Neither party may request an arbitration hearing in
conformity with this Section 8.2 until after the completion of informal dispute
resolution and mediation processes under Section 8.1 are complete; provided,
however, that mediation may continue after the commencement of arbitration if
County and Owner so mutually desire. The arbitration shall be administered by
JAMS pursuant to its Streamlined Arbitration Rules and Procedures, which rules
shall govern the commencement of arbitration and the selection of the arbitrator
among other things. Judgment on the arbitration award may be entered in the San
Benito County Superior Court or any court having jurisdiction. This Section 8.2 shall
not preclude County or Owner from seeking provisional remedies in aid of arbitration
from a court of appropriate jurisdiction. The costs and fees of arbitration (including
those fees and expenses set forth in JAMS' fee schedule in effect at the time of
commencemerit of the arbitration) shall be borne equally by County and Owner, and
each side shall be responsible for its own attorney(s) and expert(s) witness fees.

{b) The dispute resolution process described under Sections 8.1 and 8.2(a)
above shall be undertaken in good faith. A mediator or arbitrator other than JAMS
may be mutually agreed upon by County and Owner in writing. By agreeing to this
dispute resolution process, neither County nor Owner hereby loses or waives its
right to assert the operation of any applicable statute of limitations as an affirmative
defense. Any arbitration award shali be final and binding upon County and Owner
and each shall accept such decision and award as binding and conclusive and shall
abide thereby and neither party may commence civil litigation as a means of
resclving a Dispute except for an action to obtain equitable relief.
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8.3  Attorneys’ Fees and Dispute Resolution Costs.

Subject to Sections 8.1 and 8.2 above, in any action or proceeding brought by
any party to enforce or interpret a provision of this Agreement, or to seek injunctive relief or
declaratory relief against any other party to this Agreement, the prevailing party is entitled to
recover reasonable attorneys’ fees and any other costs incurred in the action or proceeding
in addition to any other relief to which it is entitled.

Section 9  Assignment and Assumption; Rights and Duties of Mortgagees.
9.1 Assignment of Rights, Interests and Obligations.

Subject to compliance with Section 9.2 below, Owner may sell, assign or transfer in whole
or in part the Property to any Subsequent Landowner at any time during the Term of this
Agreement. Owner shall seek County's prior written consent to any sale, assignment, or
transfer, which consent shall not be unreasonably withheld or delayed; provided, however,
that such consent shall not be required if the proposed sale, assignment or transfer would

involve an entity directly related to any of the entities that make up Owner such that it holds .

a majority interest (fifty-one percent (51%) or more) therein.

Failure by County to respond within forty-five (45) days to any request made by Owner for
the required consent shall be deemed to be County’s approval of the sale, assignment or
transfer in question. County may refuse to give its consent only if, in light of the proposed
Subsequent Landowner’s reputation and financial resources, such assignee would not in
County’s reasonable opinion be able to perform the obligations proposed to be assumed by
such assignee. Such determination shall be made by the Planning Director, and is
appealable by Owner to the Board. Notwithstanding the foregoing and in accordance with
Section 7.3 above, this Section 9.1 shall not apply to the owner of any residential unit
located on a lot that has been finally subdivided and individually sold to the ultimate user
and a Certificate of Occupancy has been issued for a residential building on the lot.

9.2 Assumption of Rights, Interests and Obligations.

Express written assumption by a Subsequent Landowner of the obligations
and other terms and-conditions of this Agreement with respect to the Property or such
portion thereof sold, assigned or transferred, shall relieve Owner of such obligations so
expressly assumed. Any such assumption agreement shall be in a recordable form and
shall be approved as to form by County Counsel. Said agreement shall provide for the
Subsequent Landowner to contractually assume and be bound by all of Owner’s obligations
under this Agreement with respect to the Property, or portions thereof, which are sold,
assigned or transferred to the Subsequent Landowner. The County Recorder shall duly
record any such assumption agreement in the official records of San Benito County within
ten (10) days of receipt. Subject to County’s consent of such assignment pursuant to
Section 9.1 above, upon recordation of said assumption agreement, Owner shall
automatically be released from those obligations assumed by the assignee.
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9.3  Rights and Duties of Mortgagee in Possession of Property.

(a) Mortgagee Protection. This Agreement shall be superior and senior to
all liens placed upon the Property or any portion thereof after the Effective Date,
including, without limitation, the lien of any Mortgage. Notwithstanding the foregoing,
no breach of this Agreement shall defeat, render invalid, diminish or impair any
Mortgage made in good faith and for value; provided, however, this Agreement shall
be binding upon and effective against alt persons and entities, including all
Mortgagees who acquire title to the Property or any portion thereof by foreclosure,
trustee’s sale, deed in lieu of foreclosure or otherwise.

(b) Mortgagee Obligations. County, upon receipt of a written request from
a foreclosing Mortgagee, shall permit the Mortgagee to succeed to the rights and
obligations of Owner under this Agreement, provided that the Mortgagee cures, as
soon as reasonably practicable, any defaults by Owner hereunder that are
reasonably susceptible of being cured. The foreclosing Mortgagee shall comply with
this Agreement, including, without [imitation, complying with the assumption
requirements set forth in Section 9.2 above. The County Recorder shall cause any
assumption agreement to be duly recorded in the official records of San Benito
County within ten (10) days of receipt.

(c) Notice of Default to Mortgagee; Right of Mortgagee to Cure. |If
County receives notice from a Mortgagee requesting a copy of any Notice of Default
given Owner hereunder, then County shall deliver said notice to such Mortgagee,
concurrently with service thereof to Owner. Each Mortgagee shall have the right (but
not the obligation) for a period of thirty (30) days after receipt of such notice to cure
the alleged default set forth in said notice in accordance with Section 6.2(b) above,

Section 10 General Provisions.
10.1 Independent Contractors.

Each party is an independent contractor and shall be solely responsible for
the employment, acts, omissions, control and directing of its employees. All persons
employed or utilized by Owner in connection with-this Agreement and the Project shall-not
be considered employees of County in any respect. Except as expressly set forth herein,
nothing contained in this Agreement shall authorize or empower any party to assume or
create any obligation whatsoever, express or implied, on behalf of any other party or to bind
any other party or to make any representation, warranty or commitment on behalf of any
other party.

10.2 Invalidity of Agreement and Severability of Provisions.

If this Agreement in its entirety is determined by a court to be invalid or
unenforceable, this Agreement shall automatically terminate as of the date of final entry of
judgment, including any appeals. If any provision of this Agreement shall be determined by
a court to be invalid and unenforceable, the remaining provisions shall continue in full force
and effect.
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10.3 Third Party Beneficiary.

County and Owner agree that the School District is a third party beneficiary of
this Agreement with respect to this Section 10.3 and those portions of Section 2.3 above in
which Owner agrees to set aside certain land and construct certain improvements.

10.4 Further Documents.

Each party shall execute and deliver to the other party all other instruments
and documents as may be reasonably necessary to carry out the purpose of this Agreement
in order to provide or secure to the other party the rights and privileges granted by this
Agreement.

10.5 Time of Essence.

Time is of the essence in the performance of each and every covenant and
obligation to be performed by the-parties hereunder.

10.6 Modifications.

This Agreement may be modified from time to time by mutual consent of the
parties, in accordance with the Development Agreement Statute and the County
Development Procedures. In the event the parties modify this Agreement, the County
Recorder shall cause notice of such action to be duly recorded in the official records of San
Benito County within ten (10) days of such action.

10.7 Subsequent Approvals Do Not Require Amendment.

County’'s approval of any Subsequent Approval shall not require an amendment to this
Agreement except in the event and to the extent Qwner expressly seeks and County
approves such amendment in connection with Subsequent Approval(s). Upon County’s
approval of any Subsequent Approval, it shall become part of the Project Approvals
governing development of the Project covered by this Agreement.

10.8 Project is a Private Undertaking.

The parties agree that: (a) any development by Owner of the Property shall
be a private development; (b) County has no interest in or responsibilities for or duty to third
parties concerning any improvements constructed in connection with the Property until such
time that County accepts the same pursuant to the provisions of this Agreement or in
connection with any subdivision map approvals; (c) the contractual relationship between
County and Owner is such that Owner is an independent contractor and not an agent of
County; and (d) nothing in this Agreement is intended or shall be construed to create or
reflect any form of partnership or joint venture between the parties.

10.9 No Discrimination Permitted.

Owner shall not discriminate in any way agéinst any person on the basjs of
race, color, national origin, sex, marital status, sexual orientation, age, creed, religion, or
condition of physical disability in connection with or related to the performance of this
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Agreement.
10.10 Covenants Running with the Land.

Subject to Section 7.3 above, all of the provisions contained in this
Agreement are binding upon and benefit the parties and their respective heirs, successors
and assigns, representatives, lessees, and all other persons acquiring all or any portion of
the Property, whether by operation of law or in any manner whatsoever, during their
ownership of the Property, or any portion thereof. All of the provisions of this Agreement
constitute covenants running with land pursuant to California law, including, without
limitation, Civil Code section 1468.

10.11 Recordation of Agreement.

Within ten (10) days of the Effective Date, the County Recorder shall cause
this Agreement to be duly recorded in the official records of San Benito County.

10.12 Notices.

Any notice required under this Agreement shall be in writing and personally
delivered, or sent by certified mail (return receipt requested and postage prepaid), overnight
delivery, or facsimile to the following:

County: San Benito County Planning and Building Department
Attn: Planning Director
3224 Southside Road
Hollister, CA 95023
Telephone: (831) 637-5313
Fax: (831) 637-5334

Copy to: County Counsel's Office
Attn: County Counsel
481 4th Street, 2nd Floor
Hollister, CA 95023
Telephone: {831) 636-4040
Fax: (831) 636-4044

Copy to: Miller Starr Regalia
Attn: Nadia Costa, Esq.
1331 N. California Blvd., Fifth Floor
Walnut Creek, CA 94596
Telephone: (925) 935-9400
Fax: (925) 933-4126
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Owner: Santana Ranch Landowners

Stonecreek Properties

Attn: Brian Curtis

1851 Airway Drive, Suite E
Hollister, CA 95023
Telephone: (831) 801-6304
Fax: (831) 630-9246

Guerra Nut Shelling

Attn: Frank Guerra

P.O. Box 1117

Hollister, CA 95024-4944
Telephone: (831) 637-4471
Fax: (831) 637-1358

Copy fo: Law Offices of Tom Terpstra
Attn: Thomas H. Terpstra, Esq.
578 N. Wilma Avenue, Suite A
Ripon, CA 95366
Telephone; (209) 599-5003
Fax: (209} 559-5008

Notices to Mortgagees by County shall be given as provided above using the
address provided by such Mortgagee. Notices to Subsequent Landowners shall be given
by County as required above only for those Subsequent Landowners who have given
County written notice of their addresses for the purpose of receiving such notices. Any
party may change its mailing address/facsimile at any time by giving written notice of such
change to the other party in the manner provided herein at least ten (10) days prior to the
date such change is effected. All notices under this Agreement shall be deemed given,
received, made or communicated on the earlier of the date personal delivery is effected or
on the delivery date or attempted delivery date shown on the return receipt, air bill or
facsimile.

10.13 Prevailing Wage.

Owner shall be solely responsible for determining whether construction of any
or all of the improvements required in connection with the Project trigger the obligation to
pay prevailing wages under California or federal law. In the event and to the extent that
payment of prevailing wages is required, Owner shall comply with those requirements.
Owner shall defend, indemnify and hold harmless County, its agents, employees, officers
and officials from any claims, injury, liability, loss, costs or damages sought by a third party
for a failure to pay prevailing wages in connection with the Project. The indemnification
obligation set forth in this Section 10.13 shall survive the termination of this Agreement.

10.14 Applicable Law.

This Agreement shall be construed and enforced in accordance with the laws
of the State of California.
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10.15 Venue.

Any action brought relating to this Agreement shail be held exclusively in a
state court in the County of San Benito.

10.16 Cooperation in the Event of Legal Challenge; Indemnification.

In the event of any legal action or proceeding brought by a third party challenging the
validity of this Agreement or any provision hereof or any Project Approval ("Legal
Challenge”), the parties shall cooperate in defending said action or proceeding. It being
understood that the Project is a private undertaking, it shall be Owner’s primary
responsibility to defend any Legal Challenge, as defined herein. Owner shall engage the
services of competent counsel (“Defense Counsef’), subject to County’s reasonable
approval at Owner’'s expense, to defend the interests of County and Owner in any Legal
Challenge challenging any aspect of the Project Approval(s); provided, however, that
nothing in this Section 10.16 shall preclude County Counsel's involvement in the Legal
Challenge to defend County's interest therein. Furthermore, in accordance with the
Reimbursement Agreement between County and Owner (executed on April 8, 2008), in the
event that County determines, in its reasonable discretion, that separate counsel is
necessary to serve the interests of the County and the public welfare, County may retain
special counsel, for which Owner shall pay all actual legal fees and costs related thereto. If
County retains special counsel in accordance with this Section 10.186, County shali direct
special counsel to cooperate with Defense Counsel to the extent feasible and to use diligent
and good faith efforts to avoid duplication with the efforts of Defense Counsel: such efforts
may include, for example, the filing of joint briefs and other papers. Defense Counsel,
County Counsel, and County’s special counsel, if any, shall consult with each other and act
in good faith in considering any settlement or compromise of any Legal Challenge.

Owner further agrees to and shall defend and hold harmless County, its agents, employees,
officers, and officials from any claims, injury, liability, loss, costs or damages sought by a
third party, relating to personal injury, death or property damage, arising from Owner’s
operations or those of its employees, officers, agents, contractors or subcontractors, which
relate to the Project. It is understood that Owner's duty to indemnify and hold harmless
includes the duty to defend as set forth in California Civil Code Section 2778; the parties
further agree that County shall have the option to choose-its—own legal representation for
which Owner shall pay all actual legal fees and costs related thereto. Acceptance by
County of insurance certificates and endorsements required under this Agreement does not
relieve Owner from liability hereunder. The provisions of this Section 10.16 shall survive the
termination of this Agreement.

10.17 No Waiver.

No waiver by any party of any provision of this Agreement shall be
considered a waiver of any other provision or any subsequent breach of the same or any
other provision, including the time for performance of any such provision. The exercise by a
party of any right or remedy provided in this Agreement or provided by law shall not prevent
the exercise by that party of any other remedy provided in this Agreement or under the law.
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10.18 Construction.

This Agreement has been reviewed and revised by legal counsel for both
County and Owner, and no presumption or rule that ambiguities shall be construed against
the drafting party shall apply to the interpretation or enforcement of this Agreement. The
provisions of this Agreement and the attached exhibits shall be construed as a whole
according to their common meaning and not strictly for or against any party, and in a
manner that shall achieve the purposes of this Agreement. Wherever required by the
context, the masculine gender shall include the feminine or neuter genders, or vice versa.

10.19 Entire Agreement.

This Agreement and all exhibits hereto constitute the entire agreement
between the parties and supersede all prior discussions, negotiations, and agreements
whether oral or written. Any oral representations or modifications concerning this
instrument shall be of no force or effect unless contained in a subsequent written
modification signed by both parties.

10.20 Estoppel Certificate.

Any party from time to time may deliver written notice to the other party
requesting written confirmation that, to the knowledge of the certifying party: (a) this
Agreement is in full force and effect and constitutes a binding obligation of the parties; (b)
this Agreement has not been amended either orally or in writing, or if it has been amended,
specifying the nature of the amendment(s); and (c) the requesting party is not in default in
the performance of its obligations under this Agreement, or if in default, describing therein
the nature of the default. A party receiving a request shall execute and return the certificate
within thirty (30) days after receipt thereof. The Planning Director shall have the right to
execute any certificate requested by Owner. At the request of Owner, the certificate
provided by County establishing the status of this Agreement with respect to any lot or
parcel shail be in recordable form and Owner shall have the right to record the certificate for
the affected portion of the Property at its cost.

10.21 Counterparts.

This Agreement and any and all amendments thereto may be executed in
counterparts, and all counterparis together shall be construed as one document.

10.22 Authority to Execute.

Fach party hereto expressly warrants and represents that it has the authority
to execute this Agreement on behalf of its entity and warrants and represents that it has the
authority to bind its entity to the performance of its obligations hereunder.

10.23 Captions.

The caption headings provided herein are for convenience only and shall not
affect the construction of this Agreement.
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10.24 Compliance, Monitoring, and Management Duties; Default.

If Owner fails to perform any duties related to compliance review processes
monitoring, or the management of any programs as required herein, County has the right
but not the obligation, to undertake such duties and perform them at Owner’s sole expense.

10.25 Listing and Incorporation of Exhibits.

The exhibits to this Agreement, each of which is hereby incorporated herein

by reference, are as follows:

Legal Description of Specific Plan Area

Legal Description of Potential Wastewater Treatment Plant Site

Map of Potential Wastewater Treatment Plant Site

Exhibit 1:

Exhibit 2: Map of Specific Plan Area
Exhibit 3:

Exhibit 4:

Exhibit 5: Project Land Use Plan

Exhibit 6: Basic Community Park improvements
Exhibit 7: Fairview Road Improvements
Exhibit 8 Milestones

Exhibit 9 Developer Impact Fees

Exhibit 10  Affordable Housing Procedures
Exhibit 11

COUNTY OF SAN BENITO

= Faey _’%—‘5”7

Gary Armstro

Director, SaryBenito County Planning &
Building Department

Date:

APPROVED AS TO FORM:
San Benito County Counsel's Office

Mettor Shvomge-

Matthew Granger v
County Counsel
Date:

Santana Ranch Fiscal Impact Analysis (August 10, 2010)
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SANTANA RANCH LANDOWNERS
By:

Guerra Nut Shelling Company, a California Corporation

rank G
Its: President

Larry W<Arderson

Larry W. Anderson and Georgeann M. Anderson Trustees of The Restated Larry W,
Anderson and Georgeann M. Anderson Revocable Family Trust dated August 9, 2004

Larry W“z@c derson, Trustee

King & Domingues Properties, a general partnership

Thom4s A. King Ronald C. Dommgues
Its: General Partne Its: General Partner

APPROVED AS TO FORM:
Law Offices of Thomas H. Terpstra

T

Thomas H. Terpstra
Date: Ji-=a-1e
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ACKNOWLEDGMENT
State of California
County of San Benito )
on___j}=25/0 before me, _ Robert Ernest Flores, Notary Public

(insert name and title of the officer)

personally appeared FWLW\L'K Guepned

who proved to me on the basis of satisfactory evidence to be the persan(s) whose name(s) isfare
subscribed to the within instrument and acknowledged to me that he/she/they executed the same in
his/herftheir authorized capacity(ies), and that by his/herftheir signature(s) on the instrument the
person(s), or the entity upon behalf of which the person{s) acted, executed the instrument.

| certify under PENALTY OF PERJURY under the laws of the State of Califomia that the foregoing
paragraph is frue and correct.™ "~

WITNESS my hand and offcigh saal

T L a4 Commission # 1829213 £
Q / - - . w”"y v g Notary Public - Galifornia %
-t ﬂ(“/i.mw""’;“::;f?. N San Benlto Gounty =
et WA e /// 2227y Gomm. Expires Apr 1, 2(}13§

Signat (" - SR BLILILR 2o LN N .




State of California

County of "%rm (\%eﬂr\‘a

On S e . 9 ,2010  before me, ' f p I ,

Date Here Insert Name and Title of the Officer

personally appeared ]r\(‘y{(g!] W. lﬂfndcrsom C;Dd (ﬁcqggg nn Y1)
Name(s) of Signer(s)

Pdersey | .

who proved to me on the basis of satisfactory evidence to
be the person{s) whose name(s) is/are subscribed to the
within instrument and acknowledged to me that
hefshe/they executed the same in his/her/their authorized
capacity(ies), and that by his/herftheir signature(s) on the
instrument the person{s), or the entity upon behalf of
which the person(s} acted, executed the instrument.

EGINA M. WALDRON .
c?ammlssiun # 1875245 I certify under PENALTY OF PERJURY under the laws

Notary Public - California of the State of California that the foregoing paragraph is

Marced Gounty true and correct.
ires Jan 11, 2014

WITNESS my hand and official seal.

-

Signature

OPTIONAL

Though the information below is not required by law, it may prove valuable to persons relying on the document
and could preveni fraudulent removal and reattachment of this form to another document.

Signature of Notary Public

Place Notary Seal Above

Description of Attached Document
Title or Type of Document: Dﬁ‘\ff’ \ opmevﬁ Agre c-mcn"r

Document Date: Number of Pages:

Signer(s} Other Than Named Above:

Capacity(ies) Claimed by Signher(s)

Signer's Name: L,(“ﬂ{ EM- &[ ](!ﬁrSZ){) Signer's Name:_{ ﬂ:ﬁ D{ge anny 1. &[){jﬁ[jof‘)
(8)

B Individual cndividual

O Corporate Officer — Title(s): [1 Corporate Officer — Title(s):

O Partner — [ Limited O General [ Partner — [ Limited ] General
[0 Attorney in Fact L___OF SIGNER [1 Attorney in Fact CF SIGNER
0 Trustee Top of thumb here M Trustee Top of thumb here
O Guardian or Censervator (1 Guardian or Conservator

O Other: [ Other:

Signer fs Representing: Signer Is Representing:

A G LA S LSS I g L S S 474 FR AR R ISR AN S L S AR S ST 8 AR B
©2007 Natlonal Notary Association » 9350 De Scto Ave., P.O.Box 2402 » Chatsworth, CA 91313-2402 » www.NationalNotary.org Itein #5807 Reorder: Call Toll-Free 1-800-876-8827



State of California

County of Q(lﬂ Rdﬂ l’k‘b

On . 20\D  before me, : | Bobly ,

Date Here Insert Name and Title of thé Offlcer

personally appeared

Poder sonm

Name(s) of Signet{s)

who proved to me on the basis of satisfactory evidence to
be the person(s) whose name(s) is/are subscribed to the
within instrument and acknowledged to me that
he/shefthey executed the same in his/her/their authorized
capacity(ies), and that by his/herttheir signature(s) on the
_ instrument the person(s), or the entity upon behalf of
REGINA M. WALDRON which the person(s) acted, executed the instrument.
Commission # 1075245

Notary Publkc - Caliomia | certify under PENALTY OF PERJURY under the laws
M Bomm.eEx ifes Jannvﬁ 2014 of the State of California that the foregoing paragraph is

true and correct.

WITNESS my hand and official seal.

Signature
OPTIONAL

Though the information below is not required by law, it may prove valuable to persons relying on the document
and could prevent fraudulent removal and reattachment of this form to another document.

Place Notary Seal Above ighature of Motary Public

Description of Aitached Document
Title or Type of Document: D‘C\f el hﬁ\)mm‘jﬁ‘ A %Y ECYIe T\"\‘

Document Date: Number of Pages:

Signer(s) Other Than Named Above:

Capacity(ies) Claimed by Signer(s)

Signer's Name: lQ(L!(}A' Wl A! ﬂC‘ﬂS[)‘_{' N~  Signers Name:&é@%ﬁgﬂﬂ_‘M}[M()ﬁ

O Individual O Individual

[0 Corporate Officer — Title(s): [0 Corporate Officer — Title(s):

O Parther — O Limited [J General !;I Partner . O Limited O General
[ Attorney in Fact OF SIGNER ("] Attorney in Fact OF IGN
Eﬁl’rustee Top of thumb here &Trustee Top of thumb here
1 Guardian or Conservator O Guardian or Conservator

O Other: O Other:

Signer Is Reprasenting: Signer Is Representing:

©2007 National Notary Association= 8350 De Soto Ava., P.O. Box 2402 « Chatsworih, GA 813132402 » www.NalionalNotary.org  ltem #5907 Reorder: Call Toll-Free 1-800-876-6827




'z

ACKNOWLEDGMENT
State of California
County of San Benito County }
on December 2, 2010 before me, Cynthia J. McDonald, Notary Public

(insert name and title of the officer)

personally appeared Thomas A. K|ng & Ronald C. Domginues

who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are
subscribed to the within instrument and acknowledged to me that he/she/they executed the same in
hisfher/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument the
person(s), or the entity upon behalf of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing
paragraph is true and correct.

CYNTHIA J. MCOONALD
Commission # 1910982
Notary Public - Californla &
! San Benito County 2

My Gomm, Expires Gct 29, 2014

WITNESS my hand and official seal.

smnatureﬁlf&pﬁm%lﬁ’ﬂ@dd (Seal)

-




Exhibit 1

| egal Description of Specific Plan Area

All that certain real property situate in the County of San Benito, State of California, being a
portion of Section 31, Township 12 South, Range & East, and a portion of Section 6,
Township 13 South, Range 5 East, Mount Diablo Base and Meridian, described as follows:

Commencing at the southwest corner of said Section 31; thence S89°41'51"E, a aistance of
30.00 feet to the easterly right-of-way of Fairview Road; thence along said easterly right-of-way,
NOO°04'56"W, a distance of 4.47 feet to the True Peoint of Beginning; thence continuing
northerly along said easterly right-of-way, NO0O°04'56"W, a distance of 965.69 feet, to the south
line of “Parcel A", as shown on Parcel Map “P.M. No. 283-76" filed February 17, 1977 in Book 3
of Parcel Maps, at Page 60, Records of San Benito County, Califonia; thence along said south
line, 389°38'02"E, a distance of 149.14 feet to a tangent curve to the left having a radius of
450.00 feet; thence continuing along said south line, easterly along said curve, through a central
angle of 26°00'00", a distance of 204.20 fé€t; thence continuing along said south line,
N64°21'58"E, a distance of 92.28 feet to the east line of said "Parcel A”; thence along said east
line, NOD"04'52™W, a distance of 494 00 f=et to the north line of said “Parcef A”; thence along
said north line, N89°38'02"W, a distance of 430.03 feet to the eastery right-of-way of Fairview
Road; thence along said easterly right-of-way, NOD°04'56"W, a distance of 2376.88 feet; thence
S589°38'50"E, a distance of 2,637.21 feet to the north-south quarter section line of said Section
31, thence along said quarter section line, SO0°08'20"W, a distance of 3,924 65 feet to the south
quarter section corner for said Section 31; thence aiong the north-south quarter section line for
said Seciion 8, 300°01'41"W, a distance of 920.00 feat; thence, N89°41'50"W, a distance of
2,618.12 feet to the easterly right-of-way of Fairview Road; thence along said easterly right-of-
way NCO°07'59"W, a distance of 743.33 feet to the south fine of the lands of the City of Hollister
conveyed by the Grant Deeq recorded December 28, 2001 as Document No. 2001-0020958;
thence along said south line, S89°41'51"E, a distance of

279.87 feet to the east line of said lands of the City of Hollister; thence along said east line,
NOD®07'59"W, a distance of 251.14 feet to the north line of said lands of the City of Hollister;
thence along said north ling, N89°41'51"VW, a distance of 279.87 fest to the True Point of
Beginning.

Containing 289.33 acres, more or less. As shown-on Exhibit-2 “Map of Specific Plan Area®
made a part hereof

END OF DESCRIPTION
Ths legal description was prepared by me or under my direction pursuant to the
requirements of the Professtonal Land Surveyer’s Act.

Andrew 5. Chafer, PLS 8005 Date Expires 12/31/2010



Exhibit 2

Map of Specific Plan Area
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Exhibit 3

Legal Description of Potential Wastewater Treatment Plant Siie

All that certain real property situate in the County of San Benito, State of California, being a
portion of the east haif of Section 31, Township 12 South, Range 5 East, Mount Diablo Base
and Meridian, described as follows:

Beginning at the center of said Section 31; thence along the north south quarter section line of
said Section 31, NO0°09'20"E, a distance of 1,487.89 feet; thence S89°50'40"E, a distance of
550.00 feet; thence S00°09'20"W, a distance of 1,160.00 feet; thence S27°50'40"E, a distance
of 681.62 feet; thence S00°09'20"W, a distance of 77.50 feet, thence N89°50'40"W, a distance

of 870.00 feet, to the aforementioned north south quarter section line; thence along said north
south quarter section line, NOO°09'20"E, a distance of 351.44 feet to the Point of Beginning.

Containing 26.00 acres, more or less.

As shown on Exhibit 4 “made a par hereof

END OF DESCRIPTION

This legal description was prepared by me or under my direction pursuant to the requirements
of the Professional Land Surveyor’s Act,

Andrew S, Chafer, PLS 8005 Date Expires 12/31/2010



Exhibit 4

Map of Potentiai Wastewater Treatment Plant Site
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Exhibit &

; Project Land Use Plan

RGww.
D ICATION,
A (G, Y

LAND LISE MAP

SANTANA RANCIH SPLCIFIC PLAN
SAM BENITC COUNTY
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Note: Locations and sizes of parks and school are conceptual and may vary. Actual
locations and sizes will be determined at the tentative map stage



Exhibit 6

Basic Community Park Improvements

PARK PEDFSTRIAN
PATH {TYP.)

" PARK PEDESTRIAN -
“PATH (TYP.)

L FLOWERING ACCENT TREE [TYP) X
R (T R -
- PICNIC/BEQ AREA

e

Ry

7 PARKING LOT by

NOTE:

—_

SHRUBS

LOT
LINE

3 TREE {TYP.)

. THIS EXHIBIT IS A CONCEPTUAL LANDSCAPE PLAN ONLY. IT
HAS BEEN PREPARED FOR ILLUSTRATIVE PURPOSES ONLY
AMD REPRESENTS A SINGLE SOLUTION TO THE SITE. THIS
SOLUTION S NOT BINDIMG AND DOES MOT REPRESENT AMY
REQUIRED EMPROVEMENTS,

SANTANA RANCH COMMUMTY PARK

CONCEFTUAL PLAN
JuLy 2010

THE PARK WILL CONTATH BASIC RESTROOM FACILITES,

EVERGREEN— - -
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Exhibit 7

7

Fairview Road Improvements

OWMER 15 OBLIGATED TO [NSTALL FULL HALF STREET IMPROVEMENTS IM PHASES
INCLUDING MEDIAN TURNIMG LANES. THROUGH LAMES. PAVEMENMT. CURB,
GUTTER, SIDEWALK, LANDSCAPIMG AND SOUNMDWAILLL LANDSCAPING AMD SDUNMDWALL
MAINTENAMECE WOULD BE THE RESPONSIBITY OF THE PROIECT, FUNDED AND PERFORMED BY THE
€D OR SIMILAR FMMANCING MECHANISM.

CREBTT 70 COWHER FROM THE TIF FEE FOR THE ACTUAL COSTS INCURRED BY OWHER TO CONSTRUCY
r—‘n SINGLE LANE OF IMPROVEMENT. 1.E. TWELYE FEET OF PAVEMENY, ROCK, MINOR REGUIRED
EARTHWORK: PROVIDED, HUWEYER, RIGHT OF WAY WOULD MOT BE REIMBLURSED,

HILLCREST SIGHRAL 15 TO BE INSTALLED BY OWHNER: IF THIS SEBMAL 15 INCLUBED IM THE 77,
LUYTIER SHALL OF REIMOURSED FROM AVAILABLE TIF FIPMDS FOR THE ACTUAL COBT INCURRED
BY GWHNER 70 COMSTRUCT THE WESTERN LEGS OF HILLUREST ARND FANRVIEVWY.

SURMYSLEPE SIGMAL IS ALREADY IM PLACE, OW/IMER SHIALL BPSRADE SIGHNAL
ANE RELATED INFRASTRUCTURE 10 SERVE THE PROUECT. §LE COMTROLLER,
CONTROLLER CARIMET, POLES, POVER,

\ ADVANCE WARNING BEACOHN AND
\ FLASHING RED LIGHT FOR COF DRIVEWAY
\_ INSTALLED BY APPLICANT BOTH Sin
STREET
RS R SR
[2 Z .4
L

- FAIRVIEW ROAD
8 s p
E rurt-ng geesis
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Exhibit 8

Milestones

Construct Sunnyslope Road and Fairview Road traffic signal prior to the certificate of
occupancy of the first dwelling unit or commercial building (pg 8-10 sp)

Construct Sunnyslope Road and Valley View Road traffic signal prior to the issuance
of the 145" residential building permit subject to reimbursements beyond the
developer’s fair share of responsibility ("Subject fo Reimbursements”) (pg 3.13-43
DEIR}

Construct Community Park prior to issuance of the certificate of occupancy of the
300" dwelling unit {pg 8-23 sp)

Construct Hilicrest Road and Fairview Road traffic signal prior to issuance of the
certificate of occupancy of the 514" unit subject to reimbursements (pg 8-10 sp)

Construct Fairview Road and McCloskey Road fraffic signal prior to the issuance of
the 501° residential building permit and building permits for commercial uses in
excess of 50,000 sguare feet subject to reimbursements (pg 3.13-42 DEIR)

Improve Fairview Road Frontage concurrently with the development of the fronting
property subject {o reimbursements as outlined in Exhibit 7

Construct Linear Park prior to completion of phase 4 or the issuance of the certificate
of occupancy of the 1,092th unit (pg 8-23 sp)



| Exhibit 9

Developer Impact Fees

Fee Category Cost
Drainage $1,340.00 per building permit
Traffic (may be changed upon future $11,695 / residential building permit
County TIF update) $11.24 11,000 SF Commercial
$5.63 /1,000 SF Office
Road Equipment $0.70 / SF of Residential Living Space
Fire Protection $0.25 / SF of all Covered Space
Law Enforcement $0.38 / SF of all Covered Space —~

Residential and Non-Residential

Jail / Juvenile Hall $0.47 / SF of all Covered Space —
Residential Only

Parks and Recreation $1.80 / SF of Residential Living Space

Impact fees may increase or decrease per the Construction Cost index or Consumer Price
Index as identified in the San Benito County Ordinance 5.01.
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Exhibit 10

Affordable Housing Procedures

Muarketing and Selection Procedures

All outreach efforts will be done in accordance with State and Federal fair lending regulations to
assure nondiscriminatory treatment, outreach and access. The Fair Housing Lender logo will be
placed on all outreach materials

Developer and/or third party manager will maintain an interest and waiting list of prospective
homeowners and tenants in Santana Ranch {see Attached Exhibit “A”)

San Benito County staff will direct inquiries regarding affordable units to developer

Affordable units wiil be sold and/or rented to eligible households on a first come first serve basis
with priority given to househoids whao are either residents of San Benito County for at feast 3
vears prior to applying to the list or have worked in San Benito County for at least 12 months
prior to applying on the list,

Developer and/or third party will notify planning department when marketing of units begin
Qutreach, eligibility screening, and advertising shall be conducted approximately 180 days prior
tothe completion of construction for each phase of affordabie units.

o This wili allow necessary time for properly promoting units, orientation workshops,
waiting list management, screening and selection process, pre-approving, entering inte
puichase contracts ahead of time, etc

Each for-sale affordable unit will continue to be marketed and made availabie for sale at an

-affordable sales price for an additional 120 days after certificate of occupancy issued uniess and

at which time Owner shall be deemed to have complied with its affordable housing obligaticns
for said unit:
o Unit sells to a qualified household
o The County exercises its option to purchase the affordable unit
o The develaper experiences severe declining market conditions in which affordable for-
sale units are unable to be sold within a reasonable amount of time at an affordable
sales price even when acceptable marketing efforts and incentives such as down
payment assistance and/or equity sharing programs are offered. The developer must
submit supporting docuimentation acceptable to the County which may include an
actual appraisal report performed by a licensed appraiser, real esiate market analysis or
Multiple Listings Service (MLS] sales report summary-printeut covering at a minimum,
the prior three (2) months. Severe declining market conditions can be described as
causing unrestricted market-rate homes that are similar in number of bedrooms, living
area and lot size to the affordable for-sale unit to be priced at or below the otherwise
affordable sales price

Establishiment of Initiol Sedes Price

initial Sales Price will be based on guidelines set per California Health and Safety 50025.5
Maximum housing costs are calculated on a case by case basis, but normally include morigage
payments, mortgage insurance, property taxes, homeowner’s insurance. Examples from County
are attached {Exhibits “B”-"E”).

Establishrent of injtial Rent Price

Initial Rent Prices will be based on guidelines set per California Health and Safety 50052.5
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Income verification before the sale or tenancy

Potential homebuyer or tenant must complete, sigh and date upfront application and
disclosures

2 most recent pay stubs showing year-to-date gross earnings,

Complete tax returns from previous three (3) years

2 most recent bank statements (all pages)

Most recent 401K/Retirement statement (all pages)

Supporting documentation of all additional income sources such as social security, alimony,
and/or child support

Copy of credit report

Other income verification approved by the County

For Sale Units — Equity and Appreciation Sharing Agreement Basic Terms

Homeowner of affordable for-sale units who participate in an equity and appreciation sharing
agreement will agree to sign a promissory note in favor of the County, secured by a deed of trust, to
ensure repayment of the initial subsidy and a share of the appreciation in the value of the property.
The equity-sharing formula is as follows:

o Initial Subsidy: difference between the appraised value and the deed restricted price
®=  No monies are necessary from the County, but down-payment assistance couid
be provided if County has funding for such activities
o Future Share of Appreciation: The ratio {%} of the Initial Subsidy to the appraised value
at time of purchase
o 30 year term with no interest charged on the initial subsidy, initial subsidy can be
prepaid at time of resale
o Mo Resale Restrictions: can resell unit at full market value to any willing buyer
Horme must be the homebuyer’s principal place of residence
Owner shall maintain a standard al} risk property insurance policy equal to the replacement
value of the hame, naming the lender as additional insured
After the initial eligibility check for for-sale units, there would be no re-eligibility checks
Annual occupancy monitoring and reporting will be performed and a copy of reports submitted
to the County for affordable for-sale units if required by financing sources

Monitoring

Developer and/or third party will present annually to County the attached Affordable Housing
Rent Roll {see Exhibit “F”} ar ancther spreadsheet approved by the County for monitaring the
affordable rental units.

Until project build-out, developer and/or third party will present annually to County the
attached New Affordable Homes Sold {see Exhibit “G”}, or another spreadsheet approved by the
County for monitoring the affordable for-sale units.

Annual occupancy monitoring and reporting will be performed and a copy of veports submitted
to the County for affordable for-sale units if required by financing sources

Annual accupancy monitoring, income re-certification and reporting will be performed and a
copy of reports submitted to the County for affordabie rental units if required by financing
sources
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“Exhibit B”

2010 Low-Income Affordable Housing For-Sale Unit

!

Example Assumntions - Maximum Sales Price Calculation

" Studio, (1 houschold)

Maximum Monthly Housing Payment (30%) = $893.13/mo.
Sales Price = $120,000.00

Down Payment (5.00%) = $6,000.00

1% Mtg. Loan Amount = $114,000.00

interest Rate = 6.00%

Principal + Interest Payment = $683,49

Property Taxes (1.25%) = $125.00

Homeowner’s Insurance = $80.00

Mortgage Insurance {.59 factor) = $56.00

Total Housing Payment = $944.49/mo.

1 Bdrm., (2 household)

Maximum Monthly Housing Payment (30%) = $1,198.7 5/imo.
Sales Price = $145,000.00

Down Payment {5.00%) = $7,250.00

1% Mtg. Loan Amount = $137,750.00
Interest Rate = 6.00%

Principal + Interest Payment = $825.88
Property Taxes {1.25%) = $151.00
Homeowner's Insurance = $80,00
Mortgage Insurance (.59 factor) = §67.66
Total Housing Payment = $1,124.54/mo.

2 Bdrm., (3 household)

Maximum Monthly Housing Payment (30%) = $1,277.50/mo.
Sales Price = $165,000.00

Down Payment (5.00%) = $8,250.00

1 Mtg. Loan Amount = $156,750.00
Interest Rate = 6,00%

Principal + Interest Payment = $932.80
Property Taxes (1.25%) = $171.83
Homeowner's insurance = $80.00
Mortgage Insurance {.59 factor) = $77.00
Total Housing Payment = $1,268.63/mo.

3 Bdrm., {4 household)

Maximum Monthly Housing Payment {30%) = $1,41%.25/mo.
Sales Price = $185,000.00-

Down Payment (5.00%) = $9,250,00

1% Mtg. Loan Amount = $175,750.00
Interest Rate = 6.00%

Principal + Interest Payment = $1,053.71
Property Taxes (1.25%) = $192.66
Homeowner’s Insurance = $80.00
Mortgage Insurance { 59 factor) = $86.33
Total Housing Payment = $1,412.70/meo.

4 Bdrm., (5 household)

Maxtimum Monthly Housing Payment (30%) = $1,523.00/mo.
Sales Price = $200,000.00

Down Payment (5.00%) = $10,000.00

1* Mig. Loan Amount = $190,000.00
interest Rate = 6.00%

Principal + Interesi Payment = $1,139.15
Property Taxes (1.25%) = $208.33
Homeowner's Insurance = $80.00
Mortgage Insurance (.59 factor) = $93 .41
Total Housing Payment = $1,620.8%/mo.

5%



2010 Moderate-income Affordable Housing For-Sale Unit
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Exampie of Maximum Sales Price Calculation at 110% of Area Median Income

Studio, {1 household)

Maximum Monthly Housing Payment (35%) = $1,820.73/mo.

Sales Price = $240,000.00

Down Payment (5.00%) = $12,000.00

1 Mtg. Loan Amount = $228,000.00
Interest Rate = 6.00%

Principal + Interest Payment = $1,366.98
Property Taxes (1.25%) = $250.00
Homeowner’s Insurance = $80.00
Mortgage Insurance (.59 factor) = $112.08
Total Housing Payment = $1,308.06/mo.

1 Bdrm., (2 household}

Maximum Monthly Housing Payment (35%) = $2,082.21/mo.

Sales Price = $279,000.00

Down Payment {5.00%) = $13,500.00

1" Mtg. Loan Amount = $256,500.00
Interest Rate = 6.00%

Principal + Interest Payment = $1,5637.85
Property Taxes (1.25%) = $281.25
Homeowner's Insurance = $80.00
Mortgage insurance (.59 factor) = $126.08
Total Housing Payment = $2,025.18/mc.

2 Bdrm., (3 household)

Maximum Monthly Housing Payment {35%) = $2,342.08/mo.

Sales Price = $305,000.00

Down Payment {5.00%} = $15,250.00

1% Mig. Loan Amount = $289,750.00
Interest Rate = 6.00%

Principal + Interest Payment = $1,737.20
Property Taxes (1.25%) = $317.66
Homeowner’s insurance = $80.00
Mortgage Insurance {.59 factor) = $142.08
Total Housing Payment = $2,276.94/mo.

3 Bdrm., (4 household)

Maximum Monthly Housing Payment (35%} = $2,601.96/mo.

Sales Price= $350,000.00-

Down Payment (5.00%) = $17,500.00

1 Mtg. Loan Amount = $332,500.00
Interest Rate = 6.00%

Principal + Interest Payment = $1,993.51
Property Taxes {1.25%) = $364.58
Homeowner's Insurance = $380.00
Martgage insurance (.59 factor) = $163.41
Total Housing Payment = $2,804.50/mo.

4 Bdrm., {5 household)

Maximum Monthly Housing Payment (35%) = $2,8310.50/mo.

Sales Price = $375,000.00

Down Payment (5.00%) = $18,750.00

1* Mig. Loan Amount = $356,250.00
Interest Rate = 6.00%

Principal + Interest Payment = $2,135.90
Property Taxes {1.25%) = $390.58
Homeowner's Insurance = $80.00
Mortgage Insurance (.59 factor) = $175.08
Total Housing Payment = $2,781.56/mo.
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. RENT ROLL

Exhibit "F"
Affordable Housing Rent Roll

Santana Ranch

Rent Roil [Reporting Period]

[ Address, Zip Code }

w0

Unit #

Tenant's Name

Unit Afford.

SqFL.

# of
BdRm

Utility
Allow.

Subsidy

Monthiy
Rent

HH
Size

HH Annual
Income

Date of
Cert./
Recett.

Maove-In-
Date

Ol | WM =

Il TOTALS

Low-incame Ocoupied:

Moderate-Income Occupied:

Low-ncome Vacant:

Moderate-Income Vacant:

5.25.07
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Exhibit 11

Santana Ranch Fiscal impact Analysis (August 10, 2010)
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Chapter 1
INTRODUCTION

SCOPE

This report examines the potential recurring fiscal impacts to the County of San Benito {County)
from new development in the Santana Ranch Specific Plan project area (Project). To determine
the fiscal impacts, this analysis compares the annual costs of providing public services to the
annual revenves expecied to be generated by the Project. Districts and funds supported by
development fees and user charges (e.g., enterprise funds), state funding (e.g., school districts),
or a specific allocation of property taxes {e.g., school districts and fire districts) are not included
in this analysis, which focuses solely on the fiscal impacis to the County’s General Fund.

Fiscal impacts arising from land development can be categorized broadly into one-time impacts
or recurring impacts, both of which generally contamn a revenue component and an expense
component. For example, while a proposed project may create the need for a police substation, a
development impact fee wouid offset the one-time construction cost. Conversely, the annual
expenses associated with staffing and maintaining the station may be funded with property taxes
or other revenues generated arnually by the project. The fiscal impacts evalvated n this report
are a tesult of the anmual, or recurring, County revenves and expenses resulting from
development of the proposed Project.

PROJECT DESCRIPTION

'The Project is situated in an unincerporated area of the County adjacent to the eastern edge of the
City of Hollister Urban Area {City). The County covers approximately 1,396 square miles in the
west-central pari of the state and is bordered 1o the north by Santa Cruz and Santa Clara counties,
to the east by Merced and Fresno counties, and 1o the west and south by Monterey County. The
Department of Finance estimates the County’s population at nearly 57,900.

The Project consists of twe primary components: 1) 2 residential community; and 2) a mixed-use
neighborhood commercial center. In addition, the Project’s plan-inclades neighborhocd parks,
detention basins, and an elementary school. Within the residential comimunity, a total of 1,092
dwelling units is proposed and includes a mix of housing types and densities intended to address
the needs of a variety of future residents.

The residential component is expected to include Single Family Residential homes with densities
ranging from 1.0 to 6.0 units per acre and Residential Multiple (RM) homes with densities of 5.0
to 20,0 umis per acre.

The neighborhood commercial center will likely support retail-oriented uses such as restaurants,
small grocery stores, specialty shops, and/or cther forms of local-serving shopping opportunities

Sartana Ranch Specific Flan
Fiscal Timpact Analysis I S Awpusi 18, 2010
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that offer an alternative shopping site closer to new development on the east side of the City.
The table below summarizes the Project’s land uses.

Santana Ranch Sp

ecific Plan Land Uses

Residential Dwelling Umnits

Single Family Residential (R1) 74
Residential Multiple 318
Total Dwelling Units 1,092

Neighborhood Commercial Acres

Commercial 12.0
Total Acres 12.0
Santana Ranch Specific Plan

Fiscal Impact Analysis 2z _ _ Angust 18, 2019



Chapter 2
METHODOLOGY AND MAJOR ASSUMPTIONS

METHODOLOGY

Two methodologies are employed in this report to estimate potential recurring fiscal impacts.
The first, known as the Multiplier Method, assumes that fiscal impacts will result from proposed
development at forecasted rates - typically based on the current fiscal year budget. Conversely,
the Case Study Method is used 1o estimate recurring revenues and expenses by applying defined
service standards, existing tax and fee rates, and suggested operating and maintenance costs o
the land uses and services planned for new development. The Multiplier and Case Study
methods are generally used under the following conditions:

Multiplier Method

1. Average cost is a reasonable approximation of the actual cost to provide similar
services to specific developments in future years.

2. Identifiable revenues and expenses are a direct function of the size of the population
(e.g., social services).

3. Service standards and estimated future costs for new projects are not currently
available or accurate.

Case Steady Method

1. Marginal cost is a more suitable approximation of the actual cost to provide similar
services to specific developments in future years.

2. The land use distribution of the project being analyzed does not resembile the land use
distribution currently within the public agency.

3. Service-standards and estimated future costs for new projects are anticipated to be
different than they are now.

Table A-1 in the Appendix presents the estimated residential population and estimated number of
jobs for the entire County and for the unincorporated area of the County as of January 1, 2010.

Since the Muliiplier Method often relies on a persons served factor, which equates to the sum of

all residents plus 50% of employses for purposes of this report, persons served is presented along
with the above assumptions. Although the exact relationship of service demands and revenue
potential beiween residents and employees is difficult to measure, a service population
comprised of 100% of the residents and 50% of the employees is standard fiscal practice. This
relationship suggests that a resident generally has twice the impact of an employee (ie, a
resident is home 16 hours per day while an employee is at work 8 hours per day).

Saytana Ranch Specific Plan
Fiscal fmmpact Analysis 3 Auvpust 10, 2010
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The Case Study and Multiplier methods are used, as presented in the table below, to estimate the
various recurring fiscal impacts of the Project on the County’s General Fund.

Case Study and Multiplier Methods

COUNTY OF SAN BENITO
Multiplier Method
Recurring Revennes
Property Tax: Secured and Unsecured Other Taxes
Real Property Transfer Tax Licenses and Permits
Sales and Use Tax / Public Safety Sales Tax Fines, Forfeitures, and Penaltics
Property Tax In-Lieu of Vehicle License Fees (Fas Tax
Other Revenue
Recurring Expenses
Neighborhood Parks and Detention Basin | General Government
' Finance
-Jadicial—
Police Protection
Detention & Correction
Protective Inspection
Other Public Protection
Health & Sanitation
Public Assistance

Case Study Method

Education

Regreation

Fire Protection

Street Lighting & Mamtenance
Park & Landscape Maintenance

MAJOR ASSUMPTIONS

Many assumptions are factored-into-this-analysis of fiscal impacts. Seme of the more critical
assumptions in terms of the effect on revenues and expenses are explained below:

1. The projected annual fiscal impacts are presented in 2010 dollars. Future dolar impacts
could be adjusted by a factor that is tied to an appropriate inflation index such as the
Engineering News-Record (ENR) index or one of the regional consumer pric indices (CPI).

2. Legal actions tzken at the state level in the early 1990s diveried a percentage of the 1.0%
property tax o Educational Revenue Augmentation Funds (ERAF). For purposes of this
fiscal analysis, it is assumed that this ERAF shift will continue in future years.

3. The property tax allocation process is credited to Assembly Bill (AB) 8 after the 1979
legislation codifying the “new” system. FEnacted as a respense to the sweeping reforms

Sarstara Ranch Specific Plan
Fiscaf Imparct Analysis : 4 Auvgpest 10, 2010



caused by the passage of Proposition 13 one year carlies, AB 8’s effect is still evident in the
tax rate area {TRA) data presented in Table A-2. The following three TRAs, which serve as
the basis for-the property tax distribution to local taxing entities, encompass the Project:
67-029, 67-030, and 67-034.

On average, this fiscal analysis suggests that the County will receive 14.5% of property tax
revenues generated by the Project. The 14.5% distribution inciudes the full allocations to the
County General Fund and State Fire Contract The full allocation of the State Fire Contract
is included because, although the California Department of Forestry and Fire Protection
(CDF) will likely provide fire protection services to the Project, the arrangement is assumed
to involve a contract through the County.

4 Pursuant to discussions with County staff and the County’s consultant, revenue and expense
standards reflect average net revenues and net costs based on budgets for the past four years
(i.e., fiscal year 2006-07 ihrough fiscal year 2009-10) as shown in Tables D-1 through D-3,
with the exceptions being those expenses highlighted in Ttem #5 below. The net County cost
equals the amount funded with General Fund general purpose revenues (i.e., discretionary
revenues); dedicated revenue contributions from federal, state, or other non-General Fund
sources are not included.

Also of note, the cost muliiplier for departments characterized as General Government
departments is reduced by 25% to reflect the fact that a pertion of the activities 1n these
budget areas will not grow significantly, if at all, due 10 new development. For example, the
County will fund only cne Board of Supervisors, county administrator, county counsel, and
other similar positions. While certain staff and related expenscs will increase to respond to
growth as a rtesult of the Project, executive staff and other management levels within the
General Government departments will peither increase in size nor expense.

5 As mentioned earlier, not all expense standards reflect County costs. County siaff believes
service levels related to fire protection, street lighting, stréet mainienance, park maintenance,
and landscape maintenance will be different ini the Project (i.e., at an urban level of service).
Consequently, this fiscal analysis does not incorporaie County costs for these five services.

Police protection/sheriff service is not included in the list of services above as such costs
‘have increased over 6.5% per year-over the past four years, Rather than apply an average
from comparable cities, this report assumes that the County’s four-year average is a -
reasonable predictor of the sheriff department’s future operations and maintenance costs.

To calculate service costs reflective of an urban level of service, the following five cities
were selected for their demographic and/or geographic similariiies with the Couniy:
Hollister, Gilroy, Watsonville, Woodland, and Rocklin. Agaimn, four-year averages were
applied, to ensuré consistency with the remainder of the report.

6 Of the different expense categories presented in the resuls, only the Neighborhood Parks and
Detention Basin line item does not make use of an expense standard. With specific cost data
provided by the San Benito County Parks and Recreation Master Plan (P&R Master Plan),

Santans Renck Specific Plan
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the marginal cost of operating and maintaining the 2.0 acres of neighborhood parks and the
5 0 acre detention basin was readily quantifiable. While the P&R Master Plan indicates a
cost of $6,000 per acre per year for neighborhood parks, it does not specifically call out a
cost for detention basins. Nonetheless, it does offer an estimate of $1,500 per acre per year
to maintain nataral areas, and such a use seems sufficiently like that of the detention basin.

7. Within an incorporated area, municipal-type services would be provided by a city, imstead of
County departments. As a result, two categories of General Fund expenditures have been
defined. “Countywide Services” include departments that provide service on a Countywide
basis, and “Unincorporated Area Services” include departments that provide service 1o only
the unincorporated population.  Similarly, only the unincorporated area population
contributes to certain revenue categories, while the countywide population does so to others.
The following table provides a breakdown of Countywide and Unincorporated Area revenues

and expenses.

Conntywide and Unincorporated Area Services

COUNTY OF SAN BENITO

Countywide . Unincorporaed Area

Revepues -
Fines, Forfeitures, and Penalties . Other Taxes
Gas Tax (portion of) Gas Tax (portion of)
Other Revenue Licenses and Permits

_ Expenses

General Government Police Protection
Fmnance Other Unincorporated Area Public Protection

Judicial
Detention & Correction
Protective Inspection
Other Countywide Public Protection
Health & Samitation
. Public Assistance
Education

Recreatton

8. The water delivery system constructed for the Project will be dedicated to the Sunnyslope
County Water District, which will operate and maintain the system. The Project will become
part of the Sunnyslope County Water District’s utility raie base, and monthly water charges
will be collected by the district to pay for water system operations and maintenance.

9. New development within the Project will be responsible for funding the costs io install
necessary capital improvements and provide ongoing public services, including the
operations and maintenance of capital improvements. Consequently, there will be no
financial impact on existing residences and businesses in the County due to development of

the Project.
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The County will provide a range of municipal-level public services, including the following:

All streets in the Project will be public streets maintained by the County.

All park sites in the Project will be dedicated to the County, and the County will operate
and maintain the parks.

The storm drainage system constructed for the Project will be dedicated to the County,
and the County will operate and maintain the system.

Fire protection services will be provided by CD¥ under a contract with the County.

The sewer systems for the Project will be dedicated to Sunnyslope County Water District
(SSCWD), and SSCWD will operate and maintain the system. The Project will become
part of SSCWI¥'s utility rate base, and monthly sewer charges will be collected by
SSCWD to pay for sewer system operations and maintenance.

7

The reclaimed water system for the Project will be dedicated to San Benito County Water -

District (SBCWD), and SBCWD will operate and maimniain the system. The Project will
become part of SBCWD’s utility rate base, and charges wili be collected by SBCWD to
pay for system operations and maintenance. '

A summary of the land use assumptions incorporated mto this fiscal analysis is presented in
Table B-1 and Table C-1 of the Appendix. Since sales price assumptions play a direct role in
60%-T0% of the estimate For total revenues generated by the Project, this report considers
two sales price scemarics — a high-end value scenarno and a low-end value scenario.
Furthermore, it is important to note that, while a portion of the Project will be Affordable RM
units, a distinction between Residential Multiple and Affordable RM values 1s not made.
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Chapter 3
FiSCAL IMPACT ANALYSES

FisCAL REVENUES

After buildout, the Project is expected to generate annual fiscal revenues for the County of
approximately $2.5 million in the high-end assessed value scenario (Scenario 1) and $1.9 million
in the low-end assessed value scenario (Scenario 2). Secured property tax and property tax
in-lieu of vehicle license fees (PTILVLF) are the largest sources of projected County revenues,
accounting for 42.3% and 23.6% of total revenues in Scenario 1 and 37.4% and 20.8% in

Scenario 2.

Revenues Estimgied by the Multiplier Meihod

Of the different revenue sources itemized in this-fiscal analysis, five are calculated using the
Multiplier Method. The multipliers calculated in Table A-4 are applied to either the number of
residents or persons served within the Project — depending on the applicable service population —
to arrive at the annual impacts presented in Table B-2 or Table C-2. Since assessed value
assumptions do not affect the calculation of these multiphiers in any way, the estimates for these
five revenue sources are the same regardless of the scenano.

Each of the multipliers is net of revenues that are not expected to mcrease with population or
employment growth. Grants, or sumilar “fixed” income streams, have been backed out of this

analysis where appropriate.

Fiscal Revenues Estimaied by the Case Study Method

Secured Properiy Tax

Property taxes, which are based on assessed valuation, are distributed to public agencies and
special districts based on the allocation factors of the applicable TRA. Table A-2 cutlines the
allocation factors (before the ERAF shift) for the assortment of taxing entities that receive
property taxes from the TRAs mentioned above. Then, the County’s ERAF shift percentage for
fiscal vear 2009-10 is applied to the two line items expected to flow to the County when the
Project develops. Based on these calculations, the County’s General Fund is predicted to receive
14.5% of the property tax revenues generated by the Project. Total secured property tax revenue
from the Project, distributed to the County’s General Fund, is shown in Tables B-2 and C-2.

Unsecured Property Tax

Unsecured property includes items such as computers, furniture, machinery, and equipment in
non-residential areas and in some home-based businesses. It is also comprised of other types of

‘personal property, including boats and airplanes. Unsecured property taxes are typically

calculated as a percentage of secured property taxes based on the historical relationship between
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the two. Non-residential property tends 1o generate significantly higher unsecured property taxes
than residential property. As Table A-3 indicates, unsecured property tax revenues are assumed
io be 1.0% of secured property tax revenues for residential property and 10.0% for
non-residential property. Total unsecured property tax revenue is shown in Tabies B-2 and C-2.

Real Property Transfer Tax

When a residential dwelling unit or non-residential structure is sold within a county, a tax
representing a small percentage of the value is levied. As shown in Table A-3, the current
County rate is $1.10 per $1,000 of value. Real property transfer tax revenue is shown in Tables
B-2 and C-2.

Sales and Use Tax

Several methodologies can be used to estimate the taxable sales that a particular project area will
generate. One method measures taxable sales based on the supply of retail square footage.
Under this approach, an-estimate of taxable sales per square foot is multiplied by the total retail
square footage planned for the project. A second approach looks at the demand side of -the
equation. In this approach, household income, the percentage of household income spent on
taxable goods and services, and a taxable sales capture rate are estimated to derive taxable sales,

The supply side approach, which simply cournts taxable sales where point-of-sale transactions
ocenr, is the more conservative of the two approaches and is the one used in this analysis.

Tndustry standards for development projects of this type estimate taxable sales at $270 per sq. it.

This assumption is presented in Table A-3.

In addition to the 1.0% local sales tax, the County also receives a portion of the County’s and
state’s pooled tax revennes. When a sale cannot be identified with a permanent place of business
in this state, the salés t2x is allocated to the local jurisdictions through countywide or statewide
pools. Accordingly, certain sellers are autherized to report their local sales tax erther on a
countywide or statewide basis. Examples of such sellers may include auctioneers, construction
comractors making sales of fixtures, catering trucks, rtnerant vendors, vending machine
operators, and other permit holders who operate in more than one local jurisdiction but are
unable to readily allocate taxable transactions to particular jurisdictions.

Use tax is allocated through a countywide pool. Examples of taxpayers who report use tax
allocated through the couniywide pool include both out-of-state and in-state sellers who ship
goods directly to consumers California from a stock of goods located outside the state. The
countywide pools are prorated, first among the cities and the unincorporated area of each county
using the proportion that the identified tax for each city and unincorporated area of a county
bears to the total identified for the county as a whole. The combined total of the direct sales tax
allocation and the prorated countywide pool amount is then used 10 allocate the statewide poel to
each city and county.

Based on data from the State Board of Equalization, the County’s share of revenues from these
pooled funds is approximately 14.0% of its local sales tax revenue. This factor is presented 1
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Table A-3. It is assumed that this percentage will continue to be received mn the future; therefore,
these revenues are incorporated into this analysis as shown in Tables B-2 and C-2.

Public Safety Sales Tax

Proposition 172 created a one-half cent sales tax for local public safety. In fact, it was designed
as a means of softening the impact of the ERAF shift on local agencies. Each county allocates
Proposition 172 revenues to each city and unincorporated area of the county based on their
proportionate share of net property tax loss due to ERAF.

Since counties bear the brunt of the net property tax loss due to ERAF, counties receive most of
the public safety sales taxes. This analysis assumes that the County will be allocated
approximately 95% of the Proposition 172 revenue that flows to the County as a whole. The
annual public safety sales tax revenue at buildout of the Project is shown in Tables B-2 and C-2.

Vehicle License Fees and Property Tax In-Lien of Vehicle License Fees

Previously, vehicle license fee (“VLF”) revenue was determined on a per-capita basis. The
November 2004 election and passage of Proposition 1A resuited in a constitutional amendment
that introduced the property tax for VLF swap—what’s known as Property Tax In-Lieu of VLF.
Under the new law, the VLF, including backfill from the state general fund used to supplement
taxpayer VLF revenuves, is eliminated and replaced with a like amoumi of property taxes
dollar-for-dollar. In subsequent vears after the 2004-05 base year, the property iax in-lieu of
VLF amount grows in proportion to the growth rate of gross assessed valnation i the city or
county, rather than in proportion to population.

Table A-3 shows the County’s net assessed value for the 2009-10 tax roll. The property tax
in-lieu of VLF allocated to the County at Project buildout can be calculated by increasing the
County’s 2009-10 allocated VLF amount in proportion to the increase in the assessed value from
the Project. Property tax in-lieu of VLF estimates are presented in Tables B-2 and C-2.

FISCAL EXPENSES

Development within the Project will increase operation and maintenance cosis for the County as
it works 1o meet the demands of the increased population. Tables B-2 and C-2 delineate the

impact the Project would have on the County’s General Fund expenses after buildout. Because

the two scenarios evaluated in this report differ only in their assessed value assumptions, the
fiscal expenses, individually and collectively, are equivalent. Fiscal expenses are, therefore,
estimated to be $2.2 million annually in both scenarios. The largest expense categories are
Police Protection and Tire Protection, accounting for approximately 23.1% and 135.8%,
tespectively, of the total General Fund expenditures related to the Project.
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Fiscal Expenses Estimated by the Multiplier Method

Excluding Neighborhood Parks and Detention Basin costs, all expenses are calculated using the
Multiplier Method. The multipliers presented in Tables A-5.1, A-5.2, and A-6 are apphed to
either the number of residents or persons served within the Project - depending on the applicable
service population - to arrive at the annual impacts presented in Tables B-2 and C-2.

As discussed more fully in the Major Assumptions section, some costs relied, not on the
County’s budgets, but on the budgets of comparable cities. The table that follows shows which
expense standards are based on the County’s four-year averages and which are based on the

comparable cities four-year averages.

r——— LOUNTY OF 30y 1 @Wabk ey
General Government Fire Proiection
Finance Street Lighting
Judicial Street Maintenance
Park Mamtenance

Police Protection
Detention & Carrection L andscape Maintenance
Proteciive Inspection.

Other Countywide Public Protection

Other Unincorporated Area Public Protection
Health & Sanitation

Public Assistance

Fducation

Recreation

Fiscal Expenses Estimated by the Case Study Method

With the recent release of the P&R Master Plan, marginal cost 1s a more fitting approach to
estimating the Neighborhood Parks and Detention Basin costs associated with the Project. The
2.0 acres of feighborhood parks and 5.0 acre detention basin are assumed 1o eost $6,000 per acre
and $1,500 per acre, tespectively, to operate and maintain on an annual basis. The resuling
$19.500 figure can be seen in Tables B-2 and C-2. ' '
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Chapter 4
CONCLUSIONS

After buildout, the completed Project is expected to generate, depending on the scenario,
approximately $1.9 million to $2.5 million in annual revenues. Coupled with the $2.2 million 1n
annual expenses, the expectation is that the Project’s fiscal impact on the County’s General Fund
will be somewhere between a $300,000 surplus and a $220,000 deficit each year. On a per umt
basis, the net fiscal impact is anticipated to range from a positive $273 to a negative 5200,
making the Project slightly better than revenue neutral on average.

It is possible that the Project after buildout may not generate sufficient revenues for the County
to provide the appropriate level of services to new development in the Project, without some sort
of fiscal mitigation measure. To address the possibility of a negative fiscal impact,
implementation of 2 Community Facilities District (CFD) is recommended for study. Its ability
to finance a wide range of public services and the flexibility inherent in its special tax rules,
make a Mello-Roos special tax one of the most effective as well as sdministratively practical

funding alternatives available today.

While a CFD) is the recommended funding alternative, should circumstances warrant the need for
a fiscal mitigation measure, other alternatives are presenied in the following chapter to assist
decision-makers during the implementation process. These other alternatives can be used
individually, or in some combination, as agreed to by the County and the developer.
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Chapter 5
POTENTIAL FUNDING SOURCES TO MIFTIGATE FISCAL DEFICITS

There are five principal mechanisms to fund the ongoing maintenance and service costs of new
development that éxceed the General Fund revenues collected from new development to pay for
those costs. These include Landscaping and Lighting Districts, Mello-Roos Community
Facilities Districts, Maintenance Annuity Funds, Fiscal Shortfall Fees, and Master Dieveloper
Advances. A detailed description of each potential mechanism 15 provided below.

Landscaping and Lighting Pistricts

The Landscaping and Lighting Act of 1972 authorizes cities and counties to impose assessments
on benefited properties to finance construction of street landscaping, street lighting, traffic
signals, parks, sireet trees, sidewalk repair, and recreational improvements, as well as the
maintenance and servicing of any of these improvements. Landscaping and Lighting IJistricts
(LI.Ds) cannot be used to maintain streets oF storm water facilities and cannot provide for
general County services-or public safety services, primarily because the special benefit tests of
Proposition 218 cannot be met.

The formation of an LLD is initiated through either a petition submitted by 60% of the
landowners in a proposed LLD or through adoption of a resolution of determination and
preliminary approval of a repori by the legislative body of a public agency (Council). The
Council then adopts a resolution of intention, which designates the boundaries of the LLD,
describes the proposed improvements and/or services, declares the agency’s infention o levy
assessmens, and orders preparation of an Engineer’s Report.

An assessment engineer prepares the Engineer’'s Report, which describes the improvements
and/or services proposed to be funded by the LLD, provides a cost estimate for the facilities
and/or services, includes an assessment diagram that shows the hines and dimensions of each
parcel in the LLD, defines the benefit received by each parcel in the LLD, and determines the
coresponding maximum lien and annual assessment that is assigned to each parcel. Because of
the tequired special benefit finding, the boundaries of an LLD are almost always contigunous.
Property cannot be left out of the boundaries and assessments cannot be adjusted based on a
property’s ability to pay, willingness to participate, or market feasibility.

Pursuant to Proposition 218, which was passed by the California voters in November 1996, each
landowner is sent a notice of public hearing and a ballot that identifies the assessment assigned to
their parcel. The owner is directed to return the ballot indicating its support or opposition to the
assessment At the public hearing, the public agency must determine whether a majority protest
exists. In doing so, each ballot is weighted based on the amount of assessment assigned to the
parcel. If ballots opposing the assessment outweigh the ballots submitted in favor of the
assessment, the agency must abandon the assessment proceedings.

If there is not 2 majority protest, an LLD is created and annual assessments are authorized to be
levied against all parcels within the LLD that have an assigned assessment lien. After an LLD is
formed, the public agency is responsible for the annual levy of assessments, compliance with

77

Samtana Ranch Specific Plan
Fiscal Irmpact Analysis 13 Awngust 18, 2010



state and federal continning disclosure requirements (if bonds are issued), monitoring
delinquencies in the LLD, and pursuing foreciosure on delinquent parcels. There is no
commitment from the public agency to pay assessments in the event of a delinquency or default,
and there is no risk to the agency’s general fund if assessments are not paid.

Mello-Roos Community Facilities Districts

The Mello-Roos Community Facilities Act (Act) [Section 53311 et seq, of the Government
Code] was enacted by the California 5State Legislature in 1982 to provide an alternate means of
financing public infrastructure and services subsequent 10 the passage of Proposition 13 in 1978,
The Act complies with Proposition 13, which permits cities, counties, and special districts to
create defined areas within their jurisdiction and, by a two-thirds vote within the defined area,
impose special taxes to pay for the public improvements and services needed to serve that area.

The Act defines the area subject to a special tax as a Community Facilities District.

Services are funded through the levy of an annual special tax, which can be included as partof a
E€FD that also levies a separate special tax to secure bonds to fund public facilities. Becavse the
special tax is not subject to a benefit or nexus requirement, Mello-Roos can fund a variety of
public services, including but not limited to police and fire protection, street maintenance,
recreation and library services, park and open space maintenance, maintenance of flood and
storm drainage facilities, and seismic retrofitting.

A CFD can be formed by almost any public agency, including many special districts. Formation
of a CFD can be initiated by either a motion of the Council/Board, a written request signed by
two members of the Council/Board, or a petition signed by 10% of either the regisiered voters or
landowners within the CFD. Within 90 days of inttiating proceedings to form a CFD, the
Council/Board adepts a resolution of intention to form the CFD. The resolution of intention sets
forth the proposed boundaries of the CFD, the formula for allocating the special tax among
properties in the CFD, services authorized to be funded by the CFD, and a date for a public
hearing o consider formation of the CFD. At the public hearing, written protests may be
submitted by voters of landowners within the CFD and, if a majority written protest exists
{which is extremely rare), the CFD proceedings must be abandoned.

After the public hearing-is closed, an election is conducted to authorize the levy of special taxes
within the CFD. If there are less than 12 registered voters withinthe CFD, a landowner vete-is
conducted, with each landowner allowed one vote per acre or portion of acre owned within the
CED. If there are 12 or more regisiered voters within the CFD, a vote of the registered voters 1s
reqguired, with each voter allowed cne vote in the election. When the vote is counted, at least
two-thirds of the votes submitted must be in favor of forming the CFD and levying the special
fax.

Afier a CFD is formed, the public agency is responsible for the annual levy of special taxes, state
and federal continuing disclosure requirements (if bonds are issued), monttoring delinquencies in
the CFD, and pursuing foreclosure on delinquent parcels. There 15 no commitment from the
public agency to pay spacial taxes in the event of delinquency or default, and there is no risk to
the agency’s general fund if special taxes are not paid.
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Unlike the LLD act, the Mello-Roos Act is extremely flexible as to the boundaries of the CFD;
parcels included in the CFD do not need to be contiguous, and parcels can be left out of the CFD
io reduce the number of registered voters or to avoid taxing particular land uses. In addition,
property can be annexed into the CFD after formation, and such annexed property will be subject
to either the same, or a different set of, special taxes levied on property that had been included in

the CFD when it was formed. Probably the most imporiant aspect of a CFD relative to an LLD
is that no finding is required that property in the CFD receives a special benefit from services

being funded by the CFD.

Maintenance Annuity Funds

The Maintenance Annuity Fund (MAF) mechanism uses the results from a fiscal impact analysis
to determine an amount to be deposited into an anmuty fund. NMegative fiscal impacts are
mitigated by requiring the developer to pay 2 one-time fee, which would be collected prior to and
as a condition of building permit issuance. This amount is calculated by translating the annual
net fiscal deficit into 2 one-time MAF fee based on current or historical assumptions regarding

interest rates and the length of time that fiscal impacts will need-to be mitigated.

There is no general law covering the concept of Maintenance Annuity Funds and no specific
statutory provisions for adopting MAF requirements. The most common way to implement an
MAF fee is to have it incorporated into a development agreement executed under Government
Code Section 65864, et seq. Use of a development agreement will ensure that the MAF fee 1s
not interpreted as a general or special tax, and that 1t will be excluded from the definition of
development fees under Section 66000, et seq. (AB 1600), of the Government Code.

Fiscal Shortfell fee

Similar to the MAF technique, the fisca! shortfall fee mechanism also uses the results from a
fiscal impact analysis. However, the results of the fiscal impact analysis, for interim years prior
to praject buildout ratber than after project buildout, are used to determine 2 one-time fee that
will be levied on each residential unit at building permit issuance to directly fund public services
in the year collected or 1o reimburse the Project’s developers who have advanced funds for
public services.

Also similar to an MAF, there-is no-general law covering the concept of fiscal shortfill fees and
no specific statutory provisions for adopting fiscal shortfall fee requirements. The most common
way to implement a fiscal shortfall fee is to have it incorporated into a development agreement
executed under Government Code Section 65864, et seq. Use of a development agreement will
ensure that the fee is not interpreted as a general or special tax, and that it will be excluded from
the definition of development fees under Section 66000, et seq. (AB 1600), of the Government

Code.

Master Béveiagg Advances

Combining special tax and fiscal shortfall fee revenue may still leave a fiscal gap during the
initial years of development. Direct funding contributions to the County from the Project’s
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master developer during those initial years that the Project is underway may be required. Master
developer advances would be included as a provision m the development agreement for the
Project.
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APPENDIX

FrisCAL IMPACT ANALYSIS TABLES
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Table B-2

Santana Ranch Specific Plan
Fiscal impact Analysis
Summary of Net Fiscal Impacis

Scenarioc 1: High-End Assessed Value Scenario

Annual impacts Porcer of
Revenues/Expenses after Bulldout Total
GENERAL FUND

Revenues
Property Tax: Secured $71,041,104 42 3%
Praperty Tax: Unsecured $14,568 0.6%
Real Propery Transfer Tax $77.,088 3.1%
Sales and Use Tax $325,638 13.2%
Public Safety Sales Tax $135,593 5.5%
Property Tax In-Lieu of Vehicle License Feas $578,468 23.6%
Qther Taxes 512712 0.5%
Licenses and Permits $57,985 2.4%
Fines, Forfsitures, and Penalties 47,8862 1.9%
Gas Tax $77.014 3.1%
Other Revenue 589,450 3.6%

Subtotal $2,458 482 100.0%
Expenses
General Government {$188,604) 8.7%
Finance ($128,950) 5.9%
Judicial ($115,348) 5.3%
Police Protection ($541,676) 25.1%
Deiention & Correction ($285,855) 13.2%
Protective inspection ($8,390) 0.4%
Other Countywide Public Protection ($44,487) 2.1%
Other Unincorporated Area Public Protection ($233,459) 10.8%
Health & Sanitation ($2,661) 0.1%
Public Assistance ($41,438) 1.9%
Education {$35,818) 1.7%
Recreation {$9,966) 0.5%
Fire Protection ($341,553) 15.8%
Sireet Lighting & Maintenance ($70,015) 3.2%
Park & Landscape Maintenance ($94,623) 4.4%
Neighborhood Parks and Detention Basin {519,500} 0.8%

Subiotal ($2,180,340} 100.0%
Net Fiscal impact $298,142
Net Fiscal Impact par Dweliing Unit $273

Source: Goodwin CGonsulting Group, Inc. 08/10/2010
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Table C-2

Santana Ranch Specific Plan

Fiscal impact Analysis

Summary of Net Fiscal Impacts

Scenario 2: Low-End Assessed Value Scenario

Annual Impacts Percent of
Revenues/Expenses after Buildout Toial
GENERAL FUND

Revenues
Property Tax: Secured $727,233 37.4%
Property Tax: Unsecured $10,044 0.5%
Real Properly Transfer Tax $53,903 28%
Sales and Use Tax $325,638 16.8%
Public Safety Sales Tax $135,593 7.0%

i Property Tax In-Lieu of Vehicle License Fees $404 770 20.8%
Other Taxes 12,712 0.7%
Licenses and Permits $57,985 3.0%
Fines, Forfeituras, and Penakies 547,862 25%
Gas Tax 77,014 4.0%
Other Revenue $89 450 4.6%

Subtotal $1,842,204 100.0%

Expenses
General Government {$138,604) B8.7%
Finance ($126,950} 59%
Judicial ($115,348) 5.3%
Police Protection ($541,676) 25.1%

| Detention & Correction {$285,855) 13.2%
Protective inspection ($8,390) 0.4%
Other Countywide Public Proteciion ($44, 487) 2.1%
Other Unincerporated Area Public Protection ($233,459) 10.8%
Haalth & Sanitation ($2,661) D.1%
Public Assistance {$41,438) 1.9%
Education ($35,818) 1.7%
Recreation {$8,066) 05% ]
Fire Protection ($341,553) 15.8%
Street Lighting & Maintenance ($70,015) 3.2%
Parl & Landscape Maintenance (594,623) 4.4%
Neighborhood Parks and Detention Basin ($19,500) 0.9%

Subiotal {$2,160,340} 100,0%

Net Fiscal impact {$218,136)
Net Fiscal lmpact per Dwalling Unit {$200)

Source: Goodwin Consuliing Group, inc. 08/10/2010



Table D-1

Santana Ranch Specific Plan

Fiscal Impact Analysis

Historical Net General Fund Revenue Assumptions

7

Fiscal Year Revenue Assumpiions

Actual Actual Actual Approved
2008-2007 2007-2008 2008-200% 2008-2010 Average
Other Tanes
Transient Occupancy Taxes §79,573 $85,697 $93,135 $90,000 $87,101
Licenses & Permits
Franchise Fees - Ulililies & Cabte TV $272,233 §267 519 $275,105 $272,000 $271,714
Franchise Fees - Refuse Service $131,298 $128,171% $114,963 $128,000 $125,508
Fines, Forfeltures, & Pehalties
Traffic Schodl $138,756 $101,468 $178,653 $210,000 $157,218
Court Fines $68,603 $46,631 $57,738 $52,000 $56,242
. PC 1461 $155,024 $165,529 $110,540 $137,000 $142,023
Base Fine County Portion 5269404 $257,085 $245,104 $277,000 $262,14%
Penaliies on Delinquent Taxes $262,500 $272,130 $30,525 $600,000 $283,538
Misc. Fines and Forfeitures $1.379 $20,401 5224411 $147,300 $98,373
Gas Tax
Highway Users Tax 2104 $618,040 $606,385 $559,317 $560,000 $585,936
Highway Users Tax 2105 5481,907 476,264 $439,499 $440,000 $459,418
Highway Users Tax Adminisiration $20,004 $20,004 $21,671 $20,000 $20.420
Highway Users Tax 2106 $136,883 $131,569 $123,151 $120,000 $427,901
Other Revenues
Other General $23,934 $61,079 $26,746 ) $27,340
%l Charges for Services - Misc. $564.700 $1,901 $28,458 20,000 $26,265
Charges for Services - Cost Plan $2,033,208 $1,821,194 $1,646,822 $1,829,000 51,832,556
Source: San Benito Counfy Budgets for FY 2006-07, 2007-08, 2008-08, end 2002-10; Goodwin Censulfing Group, Inc. 08/10/2010




Table -2 S,.v
Santanz Ranch Specific Plan

Fiscal Impact Analysis
Historical Net General Fund Expense Assumptions

Fiscal Year Expense Assumptions
Actual Actuai Actuzl Approved
2008-2007  2007-2008  2008-2009  200%-2010 Average
General Government
Board of Supervisors $424,948 $345,735 $370,716 $345,300 $371,875
Clerk of the Board 5188278 $171,481 $174,751 $167,103 $177,903
County Administrative Officer ] . $438,631 $512,740 $401,103 $492,516 $481,498
County Counsel $669,850 $696,354 $874,957 $903,425 $7386,147
Personnel . $436,308 $539,299 $565,679 $518,389 $514,819
Elections $334,818 8707,124 $555,754 $722,563 $58p,085
Buiiding & Grounds Maintenance $638,926 $544 003 $711,588 $799,485 $598,001
Pajaro River Watershed 50 8,000 $0 $8,000 $4,000
Risk Management/insurance $717,446 $1,331,760 $1,385,387 $1,4B5745 $1,225,085
Information Technology $455,176 $448,890 $531,387 $616,175 $512,907
GIs $D $5,866 $54,335 $26,005 322,074
Finance
Auditor $760,885 3946 958 560,102 $999,D45 $996,750
Treasurer B0 B0 $0 $28,829 $7,307
Assess0r $661,485 %$838,068 $932 o68 $979,012 $852,883
Tax Gollector $125,480 $193,084 $170,180 $256,416 187,538
Other Misc. General Contributions $13,.901 $47,000 $49,047 $82,600 543,010
GASE 43/45 30 $730,000 $730,000  §1,221,386 673,349
Judicial
Grand Jury $10,228 §27.023 $14.,656 $21,1632 418,278
District Altomay $1,044 611 $1,165,799  $1,221,790 $1,359,795 34,197,983
Public Defender $666,282 %732,188 $048 481 $927,632 818,896
Marshal 564,214 $98.806 $o2.228 $102,427 $88,184
General Fund Contribuiion fo Viclim Witness 30 $40,750 $G3,648 30 $26,100
General Fund Confribution {o Tnal Couris $278,775 $276,164 $273,552 $273,552 $278.511
Police Protection
Sherifi - Operations $3,351,892 $3600,759 §$3.853,803 54,040,195 $3,711,836
Detention & Coirection
Jill $3,764 301 $3545413 $3,759,080 $3,634992 $3,675,948
Prabation 31,080,244 $504. 806 $822,678  $71,085,451 097,288
Juvenile Hall $1,360,754 $1,511,328 1,377,273 31535724 $1,446,28%
General Fund Contribution o Gang Program $0 30 0 540,000 $10,000

Sowte: San Benite Cowrly Budgets for FY 2006-07, 2007-08, 2608-08, and 200%-10; Goudwin Cossuiing Group, Inc. 08/1072070



Table -3
Santana Ranch Specific Plan

Fizscal Impeact Analysis
© Historical Net General Fund Expense Assumptions Cont,

Fiscal Year Expense Assumptions
i Actual Actual Actual Approved
i 2068-2007  2007-2008 20082009  2008-2090 Average
Protective Inspection
' Agricultural Commissioner $139,880 $205,655 $172,837 $189,467 §176,960
i
Gther Countywide Public Protection
Communications $375,761 $641,219 $600,853 $529,180 $838,003
Air Paltution Confrol Board $4,328 $4,337 $4,338 $4,338 $4,335
County Clerk £63,5685 $121,889 $135,071 355,100 503,884
Recorder 544,155 10,236 $280,708 5138,104 $118,200
Coroner $48 690 $44 913 $55,157 349,760 $45 B30
Pubilic Administrator 5,474 $5,192 $2,322 $15,050 7,010
Office of Emergency Services $42 434 $28531 580,051 $52,808 583,708
General Fund Confribution to LAFCO $0 $62,625 $467 $66,553 532,411
General Plan Update /1 30 80 $0 $400,000 $40 000
Other Unincomporaisd Area Public Protection
Public Works Administration & Enginesnng $436,896 $80,861 $354,114 $577,831 $382,428
Planning Department $7165,868 900,474 51,050,805 $982,973 $815,030
Abandoned Vehicle Abatement $o %0 50 543,798 $48,950
Hausing & Economic Development 50 $62.6828 $62,819 $90,000 853 882
Animat Control Contract $232.637 $248,494 $285,674 $262,600 $257,426
Health & Sanitation
CMSP Participation Fee $18510 0 0 $0 54,828
General Fund Contribution to Menta} Health Fund 545,772 $45772 $45,772 $45,772 §48. 772
J
: Public Assistance
Ald to Indigenis 525 %2335 $2,570 $20,000 58,358
! Comimunity Programs $148,307 $103,838 $83,018 $82,102 $103,817
; Veterans Services $53,883 $30,288 $47,483 $61,064 $48,194
Gen Fund Conbibution o HSA 5168588 $283,350 $2839,350 $288 350 $258, 150
E Gen Fund Contribution io IHSS $266000 ' 414,487 $423,852 $374,405 $367,185
j Educatian
' County Library $480 375 $536,882 608,018 667,556 $500,483
i Agriculfural Extension/Fanm Advisor 38,231 $73,781 $70523 R7FE 644 77,798
: Recreation
Veterans Memcrial Parl 532,505 $68877 $85,080 $66,241 $75,178
Historical & San Jueto Reservoir Parks $46,380 $93,045 $226,249 $88,487 $913,543

11 Annual cosi is amoriized over & 10-yazr period.

Source: San Benito Covnly Budgets for FY 2006-07, 2007-08, 2008-09, and 2009-10; Goodwin Consuiiing Group, inc. 08/10/2010



