This Preliminary Official Statement and the information contained herein are subject to completion or amendment. These securities may not be sold, nor may offeto buy them be accepted, prior to

the time the Official Statement is delivered in final form. Under no circumstances shall this Preliminary Official Statement constitute an offer to sell or the solicitation of an offer to buy, nor shall there
be any sale of, these securities in any jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration, qualification or filing under the securities laws of any such jurisdiction.

PRELIMINARY OFFICIAL STATEMENT DATED , 2008

Standard & Poor’s: “ s
Standard & Poor’s Underlying Rating “_ ”
NEW ISSUE—FULL BOOK-ENTRY

In the opinion of Bond Counsel, under existing laws, regulations, rulings and judicial decisions, and assuming continuing
compliance with the covenants of the Ridgecrest Redevelopment Agency (the “Agency”) intended to preserve the exclusion from gross income
for federal income tax purposes of interest on the Bonds, interest (and original issue discount) on the Bonds is excludable from gross income
for federal income tax purposes and is not an item of tax preference for purposes of calculating the federal alternative minimum tax imposed
on individuals and corporations. In the further opinion of Bond Counsel, such interest (and original issue discount) is also exempt from
present State of California personal income taxes. See “CONCLUDING INFORMATION—Tax Exemption” herein for a discussion of the
effect of certain provisions of the Code on Owners of the Bonds.

$29,970,000"

RIDGECREST REDEVELOPMENT AGENCY
RIDGECREST REDEVELOPMENT PROJECT
TAX ALLOCATION REFUNDING BONDS
SERIES 2008

Dated: Delivery Date Due: June 30, as shown below

The $ " Ridgecrest Redevelopment Agency Ridgecrest Redevelopment Project Tax Allocation Refunding Bonds Series
2008 (the “Bonds”) will be delivered as fully registered bonds, registered in the name of Cede & Co. as nominee of The Depository Trust
Company, New York, New York (“DTC”), and will be available to ultimate purchasers (“Beneficial Owners”) in the denomination of $5,000
or any integral multiple thereof, under the Book-Entry system maintained by DTC. Beneficial Owners will not be entitled to receive delivery
of bonds representing their ownership interest in the Bonds. The principal of, premium if any, and semiannual interest (due June 30 and
December 31 of each year, commencing December 31, 2008) on the Bonds will be payable by U.S. Bank National Association, as Trustee, to
DTC for subsequent disbursement to DTC participants, so long as DTC or its nominee remains the registered owner of the Bonds (see “THE
BONDS—Book-Entry System” herein).

The Bonds are subject to optional [and mandatory sinking fund] redemption prior to maturity as described herein. See “THE
BONDS—Redemption and Purchase of Bonds™ herein.

The Bonds are being issued to refund the $7,860,000 original aggregate principal amount, of which $6,385,000 is currently
outstanding, Ridgecrest Redevelopment Project 1999 Tax Allocation Bonds, finance a portion of the costs of the Redevelopment Project, to
fund a reserve fund and to pay costs in connection with the issuance of the Bonds. The Bonds are special obligations of the Agency payable
from and secured by Pledged Revenues as defined in the Indenture and on a parity with the Agency’s outstanding 2002 Tax Allocation
Refunding Bonds.

[Payment of principal of and interest on the Bonds when due will be insured by a municipal bond insurance policy (the “Insurance
Policy”) to be issued simultaneously with the delivery of the Bonds by N

This cover page of the Official Statement contains information for quick reference only. It is not a complete summary of the Bonds.
Investors must read the entire Official Statement to obtain information essential to the making of an informed investment decision. Attention is
hereby directed to certain Risk Factors more fully described herein.

The Bonds are not a debt, obligation or liability of the City of Ridgecrest, the Ridgecrest Redevelopment Agency, the State of
California or any of its political subdivisions (other than the Agency), nor do they constitute a pledge of the full faith and credit or the taxing
power of any of the foregoing (including the Agency). The Agency has no taxing power. The principal of and interest on the Bonds are
payable solely from the Pledged Revenues allocated to the Agency from the Project Area as defined herein and in the Indenture.

The Bonds are being issued for sale to the Ridgecrest Financing Authority (the “Authority”). The Authority will resell the Bonds to
the Underwriter, all as provided in the Bond Purchase Agreement.

MATURITY SCHEDULE
(See Inside Cover)

The Bonds are offered, when, as and if issued, subject to the approval of Stradling Yocca Carlson & Rauth, a professional
corporation, Newport Beach, California, in the capacity of Bond Counsel and Disclosure Counsel. Certain legal matters will be passed on for

the City by 1t is anticipated that the Bonds will be available for delivery in Book-Entry form through the facilities of DTC in New
York, New York on or about , 2008.
Dated: , 2008

E. J. De la Rosa & Co.

" Preliminary, subject to change.
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MATURITY SCHEDULE

$

Maturity Date Principal
June 30 Amount Interest Rate Yield CUsSIP’

2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036

©  Priced to call on

CUSIP® is a registered trademark of the American Bankers Association. Copyright© 2008 Standard & Poor’s, a Division
of the McGraw Hill Companies, Inc. CUSIP® data herein is provided by Standard & Poor’s CUSIP Service Bureau. This
data is not intended to create a database and does not serve in any way as a substitute for the CUSIP Service Bureau.
CUSIP® numbers are provided for convenience of reference only. Neither the Agency nor the Underwriter takes any
responsibility for the accuracy of such numbers.
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For purposes of compliance with Rule 15¢2-12 of the Securities and Exchange Commission,
the Preliminary Official Statement and the Official Statement, as of their respective dates, are
deemed final by the Agency, provided, however, that pricing, underwriting and other information
contained in the Preliminary Official Statement is subject to completion or amendment in accordance
with Rule 15¢2-12.

No dealer, broker, salesman or other person has been authorized to give any information or to
make any representations, other than those contained in this Official Statement, and, if given or
made, such information or representations must not be relied upon as having been authorized by the
Agency. The information and expressions of opinion stated herein are subject to change without
notice. The delivery of this Official Statement shall not, under any circumstances, create any
implication that there has been no change in the affairs of the Agency or the Project Area since the
date hereof.

The information set forth herein has been obtained from the Agency and other sources that
are believed to be reliable.

The Underwriter has provided the following sentence for inclusion in this Official Statement.
The Underwriter has reviewed the information in this Official Statement in accordance with, and as
part of, its responsibilities to investors under the federal securities laws as applied to the facts and
circumstances of this transaction, but the Underwriter does not guarantee the accuracy or
completeness of such information.

Certain statements included or incorporated by reference in the Official Statement constitute
“forward-looking statements.” Such statements are generally identifiable by the terminology used
such as “plan”, “expect”, “estimate”, “budget” or other similar words. The achievement of certain
results or other expectations contained in such forward-looking statements involve known and
unknown risks, uncertainties and other factors that may cause actual results, performance or
achievements described to be materially different from any future results, performance or
achievements expressed or implied by such forward-looking statements. Although such expectations
reflected in such forward-looking statements are reasonable, there can be no assurance that such
expectations will prove to be correct. The Agency is not obligated to issue any updates or revisions
to the forward-looking statements if or when its expectations, or events, conditions or circumstances
on which such statements are based occur.
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$29,970,000"

RIDGECREST REDEVELOPMENT AGENCY
RIDGECREST REDEVELOPMENT PROJECT
TAX ALLOCATION REFUNDING BONDS
SERIES 2008

INTRODUCTORY STATEMENT

This Official Statement, including the cover page, is provided to furnish information in
connection with the sale by the Ridgecrest Redevelopment Agency (the ‘“Agency”) of
$29,970,000 aggregate principal amount of the Agency’s Ridgecrest Redevelopment Project, Tax
Allocation Refunding Bonds, Series 2008 (the “Bonds™). The Bonds are being issued pursuant to the
Constitution and laws of the State of California (the “State”), including the Community
Redevelopment Law (Part 1, Division 24, commencing with Section 33000 of the Health and Safety
Code of the State) (the “Law”) and an Indenture of Trust, dated as of August 1, 2008 (the
“Indenture”), by and between the Agency and U.S. Bank National Association, as trustee (the
“Trustee”) approved by a resolution adopted by the Agency on July 16, 2008 (the “Resolution”).

The Bonds will be sold to the Ridgecrest Financing Authority (the “Authority””) pursuant to
the Marks Roos Local Bond Pooling Act of 1985, constituting Article 4 of Chapter 5 of Division 7 of
Title 1 (commencing with Section 6484) of the California Government Code (the “JPA Law”). The
Bonds purchased by the Authority will be resold immediately to E. J. De la Rosa & Co. (the
“Underwriter”), all as further provided in the Bond Purchase Agreement, by and among the Agency,
the Authority and the Underwriter. The Bonds are being issued to refund the $7,860,000 Ridgecrest
Redevelopment Project 1999 Tax Allocation Bonds, finance a portion of the costs of the Ridgecrest
Redevelopment Project (the “Project Area”), fund a reserve fund and to pay the costs of issuing the
Bonds.

The City of Ridgecrest (the “City”) is located in northeastern Kern County (the “County”). It
is situated in the southern end of the Indian Wells Valley in the Mojave Desert and acts as the urban
center for northeastern Kern, Inyo and San Bernardino Counties. Surrounded by four mountain
ranges the Sierra Nevada on the west, the Coso on the north, the Argus Range on the east, and the El
Paso Mountains on the south, the City is approximately 120 miles from both Bakersfield and San
Bernardino, the two nearest urban areas. During the 1950s and 1960s, Ridgecrest evolved as a
support community to the Naval Ordinance Test Station providing housing and vital services for
employees and contractors.

The City, incorporated in 1963, is the second largest city in the County. The City’s
incorporated area is approximately 13,020 acres, including approximately 5,000 acres located on the
China Lake Naval Weapons Center. Located in the Mojave Desert, the City has a hot, desert type
climate typified by hot summer days and cool summer nights. The winter climate features an
average temperature of 65 degrees occasionally dropping below freezing during the months of
November through February.

"Preliminary, subject to change.
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The Redevelopment Plan for Ridgecrest Redevelopment Project (the “Redevelopment Plan™)
was approved by Ordinance No. 86-37 adopted by the City Council of the City on November 16,
1986 (the “Ordinance”).

The Law authorizes the financing of redevelopment projects through the use of tax increment
revenues. This method provides that the taxable valuation of the property within a project area on
the property tax roll last equalized prior to the effective date of the ordinance which adopts the
redevelopment plan becomes the “base year” valuation. Assuming the taxable valuation never drops
below the base year level, the taxing agencies thereafter receive that portion of the taxes produced by
applying then current tax rates to the base year valuation, and the redevelopment agency is allocated
the remaining portion produced by applying then current tax rates to the increase in valuation over
the base year. Such incremental tax revenues allocated to a redevelopment agency may be pledged to
the payment of agency obligations. Generally, tax increment revenues from one project area may not
be used to repay indebtedness incurred for another project area. Redevelopment agencies have no
power to levy property taxes and must look specifically to the allocation of taxes as described above.
See “RISK FACTORS.”

[The scheduled payment of principal of and interest on the Bonds when due will be
guaranteed by a municipal bond insurance policy (the “Insurance Policy”) to be issued concurrently
with the issuance of the Bonds by , doing business as
(the “Insurer”). See the information under the caption “BOND INSURANCE” and “Appendix C”
herein.

Continuing Disclosure

The Agency has undertaken for the benefit of the registered owners of the Bonds to provide
certain financial information and operating data relating to the Agency on a continuing basis, and to
provide notices of the occurrence of certain enumerated events relating to the Bonds, if material. The
specific nature of the information to be disclosed and the material events subject to notice are
described in APPENDIX E—“FORM OF CONTINUING DISCLOSURE AGREEMENT.” This
undertaking has been made in order to assist the Underwriter in complying with Securities and
Exchange Commission Rule 15¢2-12(b)(5). See “CONCLUDING INFORMATION—Continuing
Disclosure.”

Brief descriptions of the Bonds, the Indenture, the Agency and the City are included in this
Official Statement. Such descriptions and information do not purport to be comprehensive or
definitive. All references herein to the Resolution, the Indenture, the Law, the Constitution and the
laws of the State as well as the proceedings of the Agency and the City are qualified in their entirety
by reference to such documents. References herein to the Bonds are qualified in their entirety by
reference to the form thereof included in the Indenture and the information with respect thereto
included herein, copies of which are all available for inspection at the offices of the Agency. During
the period of the offering of the Bonds, copies of the forms of all documents are available at the
offices of KNN Public Finance, 1333 Broadway, Suite 1000, Oakland, California 94612, Attention:
Marian Breitbart, and thereafter from the City Clerk’s office, City of Ridgecrest, 100 West California
Avenue, Ridgecrest, California 93555.
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SOURCES AND USES OF FUNDS

The estimated sources and uses of funds is summarized as follows:

Sources
Principal Amount of Bonds...........cccccoeieuiiieiiieieeccccceeeeeeeee e $
Net Original Issue Premium/[Discount]..........cccceevveeeiiiieniiieenieeeieeennnn
TO AL ..o $
Uses
Underwriter’s DISCOUNT........cc.vivueeieeeeeeeeeeeeee et e e eee e $

ESCrow FUNA ...
RESEIVE ACCOUNEY ..o
Costs Of ISSUANCE FUNA® ......eeoeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e
Redevelopment Fund ...........cooovvieeiiioiiiieieeeeeeeee e

TOtAL USES e $

(" An amount equal to the Reserve Requirement.
@ Includes legal fees, Financial Advisor fees, rating agency fees, trustee’s fees, fiscal consultant fees, printing fees, [the
Insurance Policy premium in the amount of § | and other miscellaneous fees.

THE BONDS
Authority for Issuance

The Bonds were authorized for issuance pursuant to the Indenture approved by the
Resolution.

Description of the Bonds

The Bonds will be issued as one fully registered Bond for each maturity, in the name of
Cede & Co., as nominee for The Depository Trust Company, New York, New York (“DTC”), as
registered owner of all Bonds. See “Book-Entry System” below. The initially issued Bonds will be
dated the Delivery Date and mature on June 30 in the years and in the amounts shown on the inside
cover page of this Official Statement. The Bonds will bear interest at the rates shown on the cover
page of this Official Statement, payable semiannually on June 30 and December 31 (each an “Interest
Payment Date”) in each year, commencing on December 31, 2008, by check mailed to the registered
owners thereof or upon the request of the Owners of $1,000,000 or more in principal amount of
Bonds, by wire transfer to an account in the United States which shall be designated by such Owner
to the Trustee on or before the Regular Record Date preceding the Interest Payment Date.

Book-Entry System

The following description of the procedures and record-keeping with respect to beneficial
ownership interests in the Bonds, payment of principal, interest and other payments on the Bonds to
DTC Participants or Beneficial Owners, confirmation and transfer of beneficial ownership interests
in such Bonds and other related transactions by and between DTC, the DTC Participants and the
Beneficial Owners is based solely on information provided by DTC. Accordingly, no representations
can be made concerning these matters and neither the DTC Participants nor the Beneficial Owners
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should rely on the following information with respect to such matters, but should instead confirm the
same with DTC or the DTC Participants, as the case may be.

The Depository Trust Company (“DTC”), New York, NY, will act as securities depository
for the Bonds. The Bonds will be issued as fully-registered securities registered in the name of
Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized
representative of DTC. One fully-registered Bond certificate will be issued for each maturity of the
Bonds, in the aggregate principal amount of such maturity, and will be deposited with DTC.

DTC, the world’s largest securities depository, is a limited-purpose trust company organized
under the New York Banking Law, a “banking organization” within the meaning of the New York
Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the meaning
of the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the
provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset
servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt
issues, and money market instruments from over 100 countries that DTC’s participants (“Direct
Participants”) deposit with DTC. DTC also facilitates the post-trade settlement among Direct
Participants of sales and other securities transactions in deposited securities, through electronic
computerized book-entry transfers and pledges between Direct Participants’ accounts. This
eliminates the need for physical movement of securities certificates. Direct Participants include both
U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations, and
certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing
Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities Clearing
Corporation and Fixed Income Clearing Corporation, all of which are registered clearing agencies.
DTCC is owned by the users of its regulated subsidiaries. Access to the DTC system is also
available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, and clearing corporations that clear through or maintain a custodial relationship with a
Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has Standard & Poor’s
highest rating: AAA. The DTC Rules applicable to its Participants are on file with the Securities
and Exchange Commission. More information about DTC can be found at www.dtcc.com and
www.dtc.org. The information set forth on such websites is not incorporated herein by reference.

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

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

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

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

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

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

A Beneficial Owner shall give notice to elect to have its Bonds purchased or tendered,
through its Participant, to the Trustee, and shall effect delivery of such Securities by causing the
Direct Participant to transfer the Participant’s interest in the Bonds, on DTC’s records, to the Trustee.
The requirement for physical delivery of Securities in connection with an optional tender or a
mandatory purchase will be deemed satisfied when the ownership rights in the Securities are
transferred by Direct Participants on DTC’s records and followed by a book entry credit of tendered
Securities to the Trustee’s DTC account.
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DTC may discontinue providing its services as depository with respect to the Bonds at any
time by giving reasonable notice to the Agency or the Trustee. Under such circumstances, in the
event that a successor depository is not obtained, Bond certificates are required to be printed and
delivered.

The Agency may decide to discontinue use of the system of book-entry-only transfers
through DTC (or a successor securities depository). In that event, Bond certificates will be printed
and delivered.

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

Discontinuance of Book-Entry. DTC may discontinue providing its services with respect to
the Bonds at any time by giving notice to the Trustee and discharging its responsibilities with respect
thereto under applicable law or the Agency may terminate participation in the system of Book-Entry
transfers through DTC or any other securities depository at any time. In the event that the Book-
Entry system is discontinued, the Agency will execute, and the Trustee will authenticate and make
available for delivery, replacement Bonds in the form of registered bonds. In addition, the following
provisions would apply: the principal of and redemption premium, if any, on the Bonds will be
payable at the principal corporate trust office of the Trustee, and interest on the Bonds will be
payable by check mailed on each Interest Payment Date to the Owners thereof as shown on the
registration books of the Trustee as of the close of business on the fifteenth day of the calendar
month immediately preceding the applicable Interest Payment Date, or by wire transfer to an account
in the United States to Owners of $1,000,000 or more in aggregate principal amount of Bonds, upon
request, as provided in the Indenture. The Bonds will be transferable and exchangeable on the terms
and conditions provided in the Indenture.

Transfer Fees. For every transfer and exchange of Bonds, Owners may be charged a sum
sufficient to cover any tax, governmental charge or transfer fees that may be imposed in relation
thereto, which charge may include transfer fees imposed by the Trustee, DTC or the DTC Participant
in connection with such transfers or exchanges.

Redemption and Purchase of Bonds

Optional Redemption. The Bonds maturing on or before June 30, 20, are not subject to
call and redemption prior to maturity. The Bonds maturing on or after June 30, 20 may be called
before maturity and redeemed at the option of the Agency, in whole or in part, from the proceeds of
refunding bonds or other available funds, on June 30, 20 or on any date thereafter, prior to
maturity, in the manner determined by the Agency and by lot within any maturity. The date on
which Bonds are to be presented for redemption is sometimes referred to as the “redemption date.”
Bonds called for redemption shall be redeemed at the redemption prices (expressed as a percentage
of the principal amount of Bonds to be redeemed) plus accrued interest to the redemption date as
shown in the following table:

Redemption Dates Redemption Price
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Notice of Redemption. As provided in the Indenture, notice of redemption prior to maturity
will be given by first class mail, postage prepaid not less than thirty (30) nor more than sixty (60)
days prior to the redemption date, to the registered owner of each Bond at the address shown on the
registration books of the Trustee. Neither failure to receive such notice or any defect in the notice so
mailed will affect the sufficiency of the proceedings for redemption of any Bonds.

Purchase of Bonds

In lieu of redemption or otherwise, the Agency is authorized to purchase Bonds on the open
market at any time and the Trustee will upon written direction of the Agency, settle these purchases
from moneys deposited by the Agency with the Trustee at a price not to exceed the principal amount
of Bonds plus the applicable premium and accrued interest, if any, to the date of purchase plus
brokerage fees, if any.

THE FINANCING PLAN

The proceeds of the Bonds are expected to be used to refund the $7,860,000 Ridgecrest
Redevelopment Project 1999 Tax Allocation Bonds, currently outstanding in the aggregate principal
amount of $6,385,000 and finance various projects within the Redevelopment Project. These
projects include capital infrastructure improvements at (i) West Ridgecrest Boulevard (from China
Lake to Mahan Street) that include design and construction of a new right-of-way, four lanes of
traffic improvements, curbs, gutters and sidewalk, (ii) College Height Street (from Dolphin Avenue
to Jarvis Avenue) consisting of design, reconstruction and widening and (iii) Norma Street design,
reconstruction, curbs, gutters and sidewalk where necessary (including the design and reconstruction
of the Bowman Channel culverts under Norma Street). Additional projects within the Project Area
being funded include the design and construction of a corporate city yards facility, creation of a
funding pool to provide development, relocation or loan funding administered by the Economic
Development Department and creation of a revolving loan fund to stimulate economic growth,
business development and business retention within the agency Project Area.

The Agency does not expect that failure to complete the projects will have a material adverse
impact on the Pledged Revenues. [CONFIRM]. The Agency may use some or all of the Bond
proceeds on other projects, as permitted by law.

[BOND INSURANCE]

SECURITY FOR THE BONDS

As provided in the Redevelopment Plan, pursuant to Article 6 of the Law and Section 16 of
Article XVI of the Constitution of the State of California, taxes levied upon taxable property in the
Project Area each year by or for the benefit of the State of California, any city, county, city and
county, district, or other public corporation (herein sometimes collectively called “taxing agencies”)
after the effective dates of the Ordinance approving the Redevelopment Plan will be divided as
follows:

(a) That portion of the taxes which would be produced by the rate upon which the tax is
levied each year by or for each of the taxing agencies upon the total sum of the assessed value of the
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taxable property in the Project Area as shown upon the assessment roll used in connection with the
taxation of that property by the taxing agency, last equalized prior to the effective date of the
ordinance adopting the Redevelopment Plan, shall be allocated to and when collected shall be paid to
the respective taxing agencies as taxes by or for the taxing agencies on all other property are paid (for
the purpose of allocating taxes levied by or for any taxing agency or agencies which did not include
the territory within the Project Area on the effective date of the ordinance adopting the
Redevelopment Plan for the Project Area, but to which that territory has been annexed or otherwise
included after that effective date, the assessment roll of the County last equalized on the effective
date of the ordinance adopting the Redevelopment Plan with respect to the Project Area shall be used
in determining the assessed valuation of the taxable property in the Project Area on the effective
date); and

(b) Except as provided in subsections (¢) and (d) below, that portion of the levied taxes
each year in excess of that amount shall be allocated to and when collected shall be paid into a
special fund of the Agency to pay the principal of and interest on bonds, loans, moneys advanced to,
or indebtedness (whether funded, refunded, assumed or otherwise) incurred by the Agency. Unless
and until the total assessed value of the taxable property in the Project Area exceeds the total
assessed value of the taxable property in the Redevelopment Plan as shown by the last equalized
assessment roll referred to in subsection (a) above as to the Redevelopment Plan for the Project Area
shall be paid to the respective taxing agencies. When the bonds, loans, advances and indebtedness, if
any, and interest thereon, have been paid, all moneys thereafter received from taxes upon the taxable
property in the Project Area shall be paid to the respective taxing agencies as taxes on all other
property are paid; and

(©) That portion of the taxes in excess of the amount identified in subsection (a) above,
which are attributable to a tax rate levied by a taxing agency for the purpose of producing revenues in
an amount sufficient to make annual repayments of the principal of, and the interest on, any bonded
indebtedness for the acquisition or improvement of real property shall be allocated to, and when
collected shall be paid into, the fund of that taxing agency. This subsection shall only apply to taxes
levied to repay bonded indebtedness approved by the voters of the taxing agency on or after
January 1, 1989.

(d) That portion of tax revenues allocated to the Agency pursuant to subsection (b) above
which is attributable to increases in the rate of tax imposed for the benefit of any affected taxing
agency whose levy occurs after the tax year in which the ordinance adopting the Redevelopment Plan
with respect to the Redevelopment Project Area shall be allocated to such affected taxing agency to
the extent the affected taxing agency has elected in the manner required by law to received such
allocation.

Any advanced moneys are irrevocably pledged for the payment of the principal of and
interest on the advance of moneys, or making of loans, or the incurring of any indebtedness (whether
funded, refunded, assumed, or otherwise) by the Agency to finance or refinance the implementation
of the Plan in whole or in part.

The Agency is authorized to make such pledges as to specific advances, loans and
indebtedness as appropriate in carrying out implementation of the Amendment. Taxes shall be
allocated and paid to the Agency consistent with the provisions of the Amendment only to pay the
principal of and interest on the loans, moneys advanced to, or indebtedness (whether funded,
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refunded, assumed or otherwise) incurred by the Agency to finance or refinance, in whole or in part,
implementation of the Plan.

The Bonds are not a debt of the City of Ridgecrest, the State of California or any of its
political subdivisions, and neither said City, said State or any of its political subdivisions is liable
therefor. The Bonds do not constitute an indebtedness within the meaning of any constitutional or
statutory debt limitation or restriction.

THE INDENTURE

The following is a summary of certain provisions of the Indenture and does not purport to be
complete. Reference is hereby made to the Indenture and to Appendix A for the definition of certain
terms used herein. Copies of the Indenture are available from the Agency upon request. All
capitalized terms used herein and not otherwise defined shall have the same meaning as used in the
Indenture.

Allocation of Bond Proceeds

The Indenture provides for the continuation with the Treasurer of special trust funds called
the “Ridgecrest Redevelopment Project Redevelopment Fund” (the “Redevelopment Fund”) the
“Ridgecrest Redevelopment Project Bond Fund” (the “Bond Fund”). The Indenture provides for the
creation with the Trustee of a special trust fund called the “Ridgecrest Redevelopment Project
Special Fund” (the “Special Fund”), with special trust accounts therein known as the “Interest
Account,” the “Principal Account,” the “Reserve Account” and the “Surplus Account,” a special trust
fund called the “Costs of Issuance Fund,” and a special trust fund called the “Excess Investment
Earnings Fund.”

Pledged Revenues — Application

The Agency shall pay or cause to be paid to the Trustee for deposit in the Special Fund all
Pledged Revenues in the amounts and within the times set forth in the Indenture; provided that the
Agency shall not be obligated to deposit in the Special Fund in any Bond Year an amount of Pledged
Revenues which, together with other available amounts then in the Special Fund, exceeds the
amounts required to be transferred to the Trustee for deposit in the Interest Account, the Principal
Account, the Reserve Account and the Redemption Account in such Bond Year pursuant to the
Indenture. Such excess Pledged Revenues may be used for any lawful purpose of the Agency. The
interest on the Bonds until maturity shall be paid by the Trustee on behalf of the Agency from the
Interest Account of the Special Fund. At the maturity of the Bonds, and after all interest then due on
the Bonds then Outstanding has been paid or provided for, moneys remaining in the Special Fund
shall be applied to the payment of the principal on any such Bonds.

Without limiting the generality of the foregoing and for the purpose of assuring that the
payments referred to above will be made as scheduled, the Pledged Revenues accumulated in the
Special Fund will be used in the following priority; provided, however, to the extent that deposits
have been made in any of the Accounts referred to below from the proceeds of the sale of the Bonds
or otherwise, the deposits below need not be made:

(a) Interest Account. Deposits will be made into the Interest Account so that funds the
balance in the Account five (5) days prior to each Interest Payment Date will be equal to interest due
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and payable on the then Outstanding Bonds on such Interest Payment Date. Moneys in the Interest
Account will be used solely for the payment of interest on the Outstanding Bonds as interest becomes
due, including accrued interest on any Bonds purchased or redeemed prior to maturity.

(b) Principal Account. After the deposits have been made pursuant to (a) above, deposits
shall next be made into the Principal Account so that the balance in the Account at least five (5) days
prior to each June 30 is equal to the principal coming due on such date on the then Outstanding Serial
Bonds or the amount of the minimum sinking account payments due on the Term Bonds on such
date. All monies in the Principal Account shall be used and withdrawn by the Trustee solely for the
purpose of paying principal and minimum sinking account payments on the Bonds as they shall
become due and payable.

(©) Reserve Account. After deposits have been made pursuant to (a) and (b) above,
deposits will be made to the Reserve Account, if necessary, in order to cause the amount on deposit
therein to equal the Reserve Requirement. Moneys in the Reserve Account will be transferred to the
Interest Account or the Principal Account to pay interest on and principal of the Bonds either (i) as it
becomes due to the extent monies on deposit are insufficient therefore or (ii) at the final maturity of
the Bonds. Any portion of the Reserve Account which is in excess of the Reserve Requirement will
be transferred at least semiannually to the Interest Account.

Anything to the contrary in the Indenture notwithstanding the Agency may at any time
substitute an Alternate Reserve Account Security, and upon such substitution, the Agency shall be
entitled to receive all money then held in the Reserve Account free and clear of the lien of the
Indenture. In the event the Agency delivers an Alternate Reserve Account Security, the Trustee shall
hold and apply such instrument pursuant to the Indenture so as to have moneys available thereunder
for the purposes and at the times required under the Indenture. The Trustee shall deliver a demand
for payment under the Alternate Reserve Account Security not less than three days prior to the date
upon which moneys are required under the Indenture.

(d) Surplus Account. It is the intent of the Indenture: (i) that the deposits in (a) and (b)
above to the Interest Account and the Principal Account, respectively, will be made as scheduled,
and (i) that the deposits in (c) above to the Reserve Account will be made as necessary to maintain a
balance equal to the Reserve Requirement if, and only if, the Pledged Revenues are sufficient
therefor. Should it be necessary to defer all or part of any deposits referred to in (¢) above, such
deferred deposits will be cumulative and will be made when the Pledged Revenues are sufficient to
make the deposits required by (a) and (b) and thereafter make the deposits required by (c). Any
monies remaining in the Special Fund following the deposits referred to above shall be deposited in
the Surplus Account.

Investment of Moneys in Funds and Accounts

Moneys in the Special Fund and the Accounts therein (other than the Reserve Account),
Costs of Issuance Fund and the Redemption Fund shall be invested and reinvested by the Trustee in
Permitted Investments, provided that such investments mature by their terms prior to the date on
which such moneys are required to be paid out thereunder. Moneys in the Reserve Account shall be
invested by the Trustee solely in (i) Permitted Investments having a maturity not greater than five
years beyond the date it is anticipated that such moneys will be needed, whichever comes first or
(i1) an investment agreement which permits withdrawals or deposits without penalty at such time as
such moneys will be needed in order to replenish the Reserve Account. Such investments shall be

10
DOCSOC/1277174v7/022548-0013



made in specific investments meeting the requirements of this paragraph as directed in writing by an
Authorized Officer (such written request to be received by 12:00 noon two (2) days prior to such
investment) or, in the absence of such written direction, by the Trustee in Permitted Investments as
further provided in the Indenture. The Trustee shall not be liable to the Agency or the City in acting
in accordance with this paragraph or the Agency’s direction. Moneys in the Redevelopment Fund
shall be invested by the Treasurer in any legal investments for Agency funds or if held by the
Trustee, as directed in writing by the Agency, in any Permitted Investment. Moneys in the Excess
Investment Earnings Fund shall be invested in Government Obligations which mature before the date
such amounts are required to be paid to the United States as directed by an Authorized Officer, and,
in absence of such direction, such amounts shall be held uninvested. Obligations purchased as an
investment of moneys in any Fund or Account held by the Trustee shall be deemed to be part of such
Fund or Account. Any or all interest or gain received from such investments of moneys in the Funds
and Accounts shall be deposited by the Trustee in the respective Funds and Accounts and any loss
incurred in connection with such investments shall be debited against the fund or account from which
the investment was made.

Issuance of Parity Bonds

If at any time the Agency determines it needs to do so, the Agency may provide for the
issuance of, and sell, Parity Bonds in such principal amount as it estimates will be needed. The
issuance and sale of any Parity Bonds will be subject to the following conditions precedent:

(a) the Agency shall certify that it is and shall be in compliance with all covenants in the
Indenture, and the 2002 Indenture so long as the 2002 Bonds are Outstanding;

(b) the Parity Bonds will be on such terms and conditions as may be set forth in a
supplemental resolution or indenture, which will provide for (i) bonds substantially in accordance
with the Indenture and the 2002 Indenture so long as the 2002 Bonds are Outstanding, (ii) the deposit
of moneys into the Reserve Account in an amount (which may be represented by an Alternate
Reserve Account Security pursuant to the Indenture) sufficient, together with the balance of the
Reserve Account, to equal the Reserve Requirement on all Bonds expected to be outstanding
including the Outstanding Bonds and Parity Bonds, and (iii) the disposition of surplus Pledged
Revenues in substantially the same manner as set forth in the Indenture;

(c) receipt of a certificate or opinion of an Independent Financial Consultant showing:

(1) for the current and each future Bond Year the debt service for each such Bond
Year and Maximum Annual Debt Service with respect to all Bonds, 2002 Bonds and Parity Bonds
reasonably expected to be outstanding following the issuance of the Parity Bonds;

(i1) For the then current Fiscal Year, the Pledged Revenues to be received by the
Agency based upon the most recent assessed valuation of taxable property in the Project Area
provided by the appropriate officer of the County; and

(ii1)  That for the then current Fiscal Year, the Pledged Revenues referred to in
item (ii) are at least equal to the sum of [125%] of the Maximum Annual Debt Service referred to in
item (1) above, (excluding debt service with respect to any portion of the Parity Bonds deposited in
an escrowed proceeds account to the extent such debt service is paid from earnings on the investment
of such funds) and 110% of Maximum Annual Debt Service with respect to the Bonds, the
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2002 Bonds, Parity Bonds and any subordinated debt, and that the Agency is entitled under the Law
and the Redevelopment Plan to receive taxes under Section 33670 of the Law in an amount sufficient
to meet expected debt service with respect to all Bonds, 2002 Bonds and Parity Bonds.

(d) the Parity Bonds shall mature on and interest shall be payable on the same dates as
the Bonds (except the first interest payment may be from the date of the Parity Bonds until the next
succeeding June 30 or December 31); No variable rate Parity Bonds shall be issued and no
derivatives shall be permitted.

If all or a portion of the proceeds of the Parity Bonds or the Bonds are to be applied under
Sections 33334.2 of the Law, Pledged Revenues for purposes of the Indenture shall include that
portion of taxes allocated under Section 33670 of the Law for payment of the Bonds or the Parity
Bonds which are applied for the purposes of Section 33334.2 and specifically pledged to the
repayment of such Bonds or Parity Bonds, to the maximum extent permitted by the Law.

Notwithstanding the foregoing, if the Agency is in compliance with all covenants set forth in
the Indenture, the Agency may issue and sell obligations pursuant to the Law, having a lien on the
Pledged Revenues which is junior to the Bonds and which shall be payable solely from surplus as
then declared or which may thereafter be declared pursuant to the Indenture (as used in the Indenture
“obligations” shall include, without limitation, bonds, notes, interim certificates, debenture or other
obligations, loans advances or other forms of indebtedness incurred by the Agency).

Covenants of the Agency

As long as the Bonds are Outstanding and unpaid, the Agency will (through its proper
members, officers, agents or employees) faithfully perform and abide by all of the covenants,
undertakings and provisions contained in the Indenture or in any Bond issued under the Indenture,
including the following covenants and agreements for the benefit of the Bondowners which are
necessary, convenient and desirable to secure the Bonds and will tend to make them more
marketable; provided, however, that the covenants do not require the Agency to expend any funds
other than amounts credited to the Redevelopment Fund to the extent required to fulfill the Agency
objectives with respect to Covenant 1 and Covenant 2. Pledged Revenues and the income thereon:

Covenant 1. Complete Redevelopment Project; Amendment to Redevelopment Plan. The
Agency covenants and agrees that it will diligently carry out and continue to completion in a sound
and economical manner, with all practicable dispatch, the Redevelopment Project in accordance with
its duty to do so under and in accordance with the Law and the Redevelopment Plan. The
Redevelopment Plan may be amended as provided in the Law but no amendment will be made unless
it will not substantially impair the security of the Bonds or the rights of the Bondowners, as shown by
an Opinion of Counsel, based upon a certificate or opinion of an Independent Financial Consultant
appointed by the Agency.

Covenant 2. Use of Proceeds; Management and Operation of Properties. The Agency
covenants and agrees that the proceeds of the sale of the Bonds will be deposited and used as
provided in the Indenture and that it will manage and operate all properties owned by it comprising
any part of the Project Area in a sound and businesslike manner consistent with the Redevelopment
Plan.

12
DOCSOC/1277174v7/022548-0013



Covenant 3. No Priority. The Agency covenants and agrees that it will not issue any
obligations payable, either as to principal or interest, from the Pledged Revenues which have any lien
upon Pledged Revenues prior to or superior to the lien of the Bonds or any Parity Bonds. Except as
permitted in the Indenture, it will not issue any obligations, payable as to principal or interest, from
the Pledged Revenues, which have any lien upon the Pledged Revenues on a parity with the Bonds or
any Parity Bonds. Notwithstanding the foregoing, nothing in the Indenture will prevent the Agency
(1) from issuing and selling pursuant to law, refunding obligations payable from and having any
lawful lien upon the Pledged Revenues, if such refunding obligations are issued for the purpose of,
and are sufficient for the purpose of, refunding all of the Outstanding Bonds or Parity Bonds,
(i1) from issuing and selling obligations which have, or purport to have, any lien upon the Pledged
Revenues which is junior to the Bonds or any Parity Bonds, or (iii) from issuing and selling bonds or
other obligations which are payable in whole or in part from sources other than the Pledged
Revenues. As used in the Indenture, “obligations” shall include, without limitation, bonds, notes,
interim certificates, debentures or other obligations, loans, advances, or other forms of indebtedness
incurred by the Agency.

Covenant 4. Punctual Payment. The Agency covenants and agrees that it will duly and
punctually pay or cause to be paid the principal of and interest on each of the Bonds on the date, at
the place and in the manner provided in the Bonds.

Covenant 5. Payment of Taxes and Other Charges. The Agency covenants and agrees that it
will from time to time pay and discharge, or cause to be paid and discharged, all payments in lieu of
taxes, service charges, assessments or other governmental charges which may lawfully be imposed
upon the Agency or any of the properties then owned by it in the Project Area, or upon the revenues
and income therefrom, and will pay all lawful claims for labor, materials and supplies which if
unpaid might become a lien or charge upon any of the properties, revenues or income or which might
impair the security of the Bonds or the use of Pledged Revenues or other legally available funds to
pay the principal of and interest on the Bonds, all to the end that the priority and security of the
Bonds, the 2002 Bonds and any Parity Bonds will be preserved; provided, however, that nothing in
this covenant will require the Agency to make any such payment so long as the Agency in good faith
contests the validity of the payment.

Covenant 6. Books and Accounts; Financial Statements. The Agency covenants and agrees
that it will at all times keep, or cause to be kept, proper and current books and accounts (separate
from all other records and accounts) in which complete and accurate entries will be made of all
transactions relating to the Redevelopment Project and the Pledged Revenues and other funds
relating to the Redevelopment Project. The Agency will prepare within one hundred eighty (180)
days after the close of each of its Fiscal Years a complete financial statement or statements for the
year in reasonable detail covering the Pledged Revenues and other funds, accompanied by an opinion
of an Independent Certified Public Accountant appointed by the Agency, and will furnish a copy of
the statement or statements to the Trustee and any rating agency which maintains a rating on the
Bonds, and, upon written request, to any Bondowner. The Trustee shall have no duty to review the
Agency’s financial statements.

Covenant 7. Eminent Domain Proceeds. The Agency covenants and agrees that if all or any
part of the Project Area should be taken from it without its consent, by eminent domain proceedings
or other proceedings authorized by law, for any public or other use under which the property will be
tax exempt, it will take all steps necessary to adjust accordingly the base year valuation of the Project
Area.
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Covenant 8. Disposition of Property. The Agency covenants and agrees that it will not
dispose of more than ten percent (10%) of the land area in the Project Area (except property shown
in the Redevelopment Plan in effect on the date the Indenture is adopted as planned for public use, or
property to be used for public streets, public offstreet parking, sewage facilities, parks, easements or
right of way for public utilities, or other similar uses) to public bodies or other persons or entities
whose property is tax exempt, unless such disposition will not result in the security of the Bonds or
the rights of Bondowners being substantially impaired, as shown by an Opinion of Counsel addressed
to the Agency and the Trustee, based upon the certificate or opinion of an Independent Financial
Consultant appointed by the Agency.

Covenant 9. Protection of Security and Rights of Bondowners. The Agency covenants and
agrees to preserve and protect the security of the Bonds and any rights of the Bondowners and any
Parity Bondowners and to contest by court action or otherwise (a) the assertion by any officer of any
government unit or any other person whatsoever against the Agency that (i) the Law is
unconstitutional or (ii) that the Pledged Revenues pledged under the Indenture cannot be paid to the
Agency for the debt service on the Bonds, or (b) any other action affecting the validity of the Bonds,
or diluting the security therefor. The Agency covenants and agrees to take no action which, in the
Opinion of Counsel would result in: (A)the Pledged Revenues being withheld unless the
withholding is being contested in good faith; and (B) the interest received by the Bondowners
becoming includable in gross income under federal income tax laws.

Covenant 10. Tax Covenants. The Agency covenants and agrees to contest by court action
or otherwise any assertion by the United States of America or any department or agency thereof that
the interest received by the Bondowners is includable in gross income of the recipient under federal
income tax laws. Notwithstanding any other provision of the Indenture, absent an opinion of Bond
Counsel that the exclusion from gross income of interest with respect to the Bonds, the 2002 Bonds
and any Parity Bonds will not be adversely affected for federal income tax purposes, the Agency
covenants to comply with all applicable requirements of the Code necessary to preserve such
exclusion from gross income, as more specifically provided in the Indenture.

Covenant 11. Taxation of Leased Property. Whenever any property in the Project Area has
been redeveloped and thereafter is leased by the Agency to any person or persons (other than a public
agency) or whenever the Agency leases real property in the Project Area to any person or persons
(other than a public agency) for redevelopment, the property shall be assessed and taxed in the same
manner as privately owned property as required by Section 33673 of the Law, and the lease or
contract shall provide (a) that the lessee shall pay taxes upon the assessed value of the entire property
and not merely upon the assessed value of his or its leasehold interest, and (b) that if for any reason
the taxes levied on the property in any year during the term of the lease or contract are less than the
taxes which would have been levied if the entire property had been assessed and taxed in the same
manner as privately owned property, the lessee shall pay such difference to the Agency within thirty
(30) days after the taxes for the year become payable to the taxing agencies and in no event later than
the delinquency date of such taxes established by law. All such payments shall be treated as Pledged
Revenues, and when received by the Agency shall be used as provided in the Indenture. As an
alternative to payment to the Agency pursuant to (b) above, the new owner or owners of property
becoming exempt from taxation may elect to make payment to the Agency in a single sum equal to
the amount estimated by an Independent Financial Consultant to be receivable by the Agency from
taxes on said property from the date of said payment to the maturity date of the Bonds, less a
reasonable discount value. All such single sum payments in lieu of taxes shall be treated as Pledged
Revenues and shall be transferred to the Trustee for deposit in the Special Fund.
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Covenant 12. Compliance With Law. The Agency will comply with all requirements of the
Law to insure the allocation and payment to it of the Pledged Revenues including, without limitation,
the timely filing of any necessary statements of indebtedness with appropriate officials of the County.
The Agency further covenants and agrees that, except for the Pass Through Agreements, it has not
entered into any agreements with other tax entities as of the date of the Indenture for the pass through
of any Pledged Revenues to such entities and will not hereafter enter into any such agreement which
requires payment to such taxing entities prior to deposit of Pledged Revenues in the Special Fund.

Covenant 13. Limitation on Indebtedness. The Agency covenants and agrees that it has not
and will not incur any loans, obligations or indebtedness repayable from Pledged Revenues such that
the total aggregate debt service on said loans, obligations or indebtedness incurred from and after the
date of adoption of the Redevelopment Plan, when added to any predecessor debt, the total aggregate
debt service on the Bonds and any Parity Bonds, will exceed the maximum amount of Pledged
Revenues to be divided and allocated to the Agency pursuant to the Redevelopment Plan.

Covenant 14. Further Assurances. The Agency covenants and agrees to adopt, make,
execute and deliver any and all such further indentures, instruments and assurances as may be
reasonably necessary or proper to carry out the intention or to facilitate the performance of the
Indenture, and for the better assuring and confirming unto the Owners of the Bonds and any Parity
Bonds of the rights and benefits provided therein.

Covenant 15. Continuing Disclosure Agreement. The Agency covenants and agrees that it
will comply with and carry out all of the provisions of the Continuing Disclosure Agreement dated
the Delivery Date. Notwithstanding any other provision of the Indenture, failure of the Agency to
comply with the Continuing Disclosure Agreement shall not be considered an Event of Default;
however, any participating underwriter, holder or beneficial owner of the Bonds may take such
actions as may be necessary and appropriate to compel performance, including seeking mandate or
specific performance by court order.

Events of Default and Remedies

Each of the following shall constitute an Event of Default under the Indenture:

(a) Events of Default. Each of the following shall constitute an Event of Default under
the Indenture:

(1) Default in the due and punctual payment by the Agency of any installment of
interest on any Bond when the interest installment becomes due and payable;

(i1))  Default in the due and punctual payment by the Agency of the principal and
premium, if any, of any Bond when the principal becomes due and payable, whether at maturity, by
declaration or otherwise;

(ii1)  Default made by the Agency in the observance of any of the covenants,
agreements or conditions contained in the Indenture or in the Bonds, where the default continues for
a period of thirty (30) days following written notice to the Agency; or

(iv)  The Agency files a petition seeking reorganization or arrangement under the

federal bankruptcy laws or any other applicable law of the United States of America, or if a court of
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competent jurisdiction shall approve a petition, filed with or without the consent of the Agency,
seeking reorganization under the federal bankruptcy laws or any other applicable law of the United
States of America, or if, under the provisions of any other law for the relief or aid of debtors, any
court of competent jurisdiction shall assume custody or control of the Agency or of the whole or any
substantial part of its property.

In each Event of Default described in (i) or (ii) above the Trustee shall, and in each Event of
Default described in (iii) or (iv) above, the Trustee shall upon written request of the Owners of not
less than a majority of the aggregate principal amount of the Bonds at the time Outstanding (such
request to be in writing to the Trustee and to the Agency), declare the principal of all of the Bonds
then Outstanding and the interest accrued thereon, to be due and payable immediately. Upon any
such declaration the Bonds shall become and shall be immediately due and payable, anything in the
Indenture or in the Bonds to the contrary notwithstanding.

The declaration may be rescinded by the Owners of not less than a majority of the Bonds
then Outstanding provided the Agency cures the default or defaults and deposits with the Trustee a
sum sufficient to pay all principal on the Bonds matured prior to the declaration and all matured
installments of interest (if any) upon all the Bonds, with interest at the rate of twelve percent (12%)
per annum on the overdue installments of principal and, to the extent the payment of interest on
interest is lawful at that time, on such overdue installments of interest, so that the Agency is currently
in compliance with all payment, deposit and transfer provisions of the Indenture, and has paid or
provided for the payment of any expenses incurred by the Trustee in connection with the default.

(b) Certain Remedies of Bondowners. Any Bondowner shall have the right, for the equal
benefit and protection of all Bondowners similarly situated—

(1) by mandamus, suit, action or proceeding, to compel the Agency and its
members, officers, agents or employees to perform each and every term, provision and covenant
contained in this Indenture and in the Bonds, and to require the carrying out of any or all such
covenants and agreements of the Agency and the fulfillment of all duties imposed upon it by the
Law;

(i) by suit, action or proceeding in equity, to enjoin any acts or things which are
unlawful, or the violation of any of the Bondowners’ rights; or

(ii1)  upon the happening of any Event of Default (as defined in the Indenture), by
suit, action or proceeding in any court of competent jurisdiction, to require the Agency and its
members and employees to account, as to Pledged Revenues in the Agency’s possession or control,
as if it and they were the trustees of an express trust.

(c) Non Waiver. Nothing in the Indenture, or in the Bonds, shall affect or impair the
obligation of the Agency, which is absolute and unconditional, to pay the principal of and interest on
the Bonds to the respective Owners of the Bonds at the date of maturity, as provided in the Indenture,
or affect or impair the right, which is also absolute and unconditional, of the Owners to institute suit
to enforce the payment by virtue of the contract embodied in the Bonds.
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Application of Funds Upon Acceleration

Upon any acceleration of the Bonds, the Trustee shall, following payment of the costs and
expenses (including compensation to their agents, attorneys and counsel) of the Trustee and the
Bondowners in declaring such Event of Default or any outstanding fees and expenses, transfer first to
the Interest Account an amount equal to (i) the interest due on the Bonds to the date of acceleration
minus the amount of moneys then held by the Trustee in the Interest Account and then to the
Principal Account all of the moneys held in the Reserve Account and any other moneys held in the
Special Fund and the Accounts therein or in the Redemption Fund. After the above transfers have
been made, all sums in the Special Fund and the Accounts therein upon the date of the declaration of
acceleration as provided in the Indenture, and all sums thereafter received by the Trustee under the
Indenture, shall be applied by the Trustee to the payment of all other outstanding fees and expenses
of the Trustee and thereafter in the following order upon presentation of the Bonds, and the stamping
thereon of the payment if only partially paid, or upon the surrender thereof if fully paid:

First, moneys in the Principal Account, if any, shall be applied to the payment in full of the
principal of the Outstanding Bonds;

Second, moneys in the Interest Account shall be applied to the payment of interest coming
due and payable on the Bonds as of the date of acceleration.

Amendments; Supplemental Indentures

The Indenture, and the rights and obligations of the Agency and of the Owners of the Bonds
may be modified or amended at any time by Supplemental Indenture adopted by the Agency:

(a) Without the consent of Bondowners, the modification or amendment is for the
purpose of preserving the exclusion of interest on the Bonds (or any refunding obligations therefor)
from gross income for federal income tax purposes or if the modifications or amendment is for the
purpose of adding covenants and agreements further to secure Bond payment, adding covenants and
agreements further to secure Bond payment, to prescribe further limitations and restrictions on Bond
issuance, to surrender rights or privileges of the Agency, to make modifications not affecting any
Outstanding series of Bonds only with the consent of the Trustee, for the purpose of curing any
ambiguities, defects or inconsistent provisions in the Indenture or to insert provisions clarifying
matters or questions arising under the Indenture as are necessary and desirable to accomplish the
same, provided that the modifications or amendments do not adversely affect the rights of the
Owners of any Outstanding Bonds; or

(b) for any purpose with the consent of the Bond Owners holding not less than 60% in
the aggregate principal amount of the Outstanding Bonds (exclusive of Bonds, if any, owned by the
Agency or the City) and obtained as hereinafter set forth; provided, however, that no modification or
amendment will, without the express consent of the Bondowner or registered owner of the Bond
affected, reduce the principal amount of any Bond, reduce the interest rate payable on it, extend its
maturity or the times for paying interest, change the monetary medium in which principal and
interest is payable, or create a mortgage pledge or lien on the revenues superior to or on a parity
(except as specifically provided in the Indenture) with the pledge and lien created for the Bonds and
any Parity Bonds or reduce the percentage of consent required for amendment or modification and
provided further, that no amendments affecting the duties, obligations or rights of the Trustee shall
take affect without the consent of the Trustee.
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Any act done pursuant to a modification or amendment permitted by the Indenture will be
binding upon the Owners of all of the Bonds, and shall not be deemed an infringement of any of the
provisions of the Indenture or of the Law, whatever the character of the act may be, and may be done
and performed as fully and freely as if expressly permitted by the original terms of the Indenture and
after consent as required in the Indenture has been given, no Bondowner shall have any right or
interest to object to the action, to question its propriety or to enjoin or restrain the Agency or its
officers from taking any action pursuant to such modification or amendment. No Bondowner will
have any right or interest to object to the action, to question its propriety or to enjoin or restrain the
Agency or its officers from taking any action pursuant to such modification or amendment. The
Trustee may obtain an Opinion of Counsel that any such Supplemental Indenture complies with the
provisions of the Indenture, is not materially adverse to the interests of the Owners, if applicable and
will not cause the interest on the Bonds to be includable in the gross income of the Owners of the
Bonds for federal income tax purposes and the Trustee may conclusively rely upon such opinion.

THE AUTHORITY

The Authority was created by a Joint Exercise of Powers Agreement, dated March 1, 1993 by
and between the City and the Agency. Such Agreement was entered into pursuant to the provisions
of Articles 1, 2 and 4 of Chapter 5 of Division 7 of Title 1 of the California Government Code. The
Authority was created for the purpose of assisting the financing or refinancing of certain public
capital facilities within the City. Under the JPA Law, the Authority has the power to purchase bonds
issued by any local agency at public or negotiated sale and may sell such bonds to public or private
purchasers at public or negotiated sale. The Bonds will be sold by the Agency to the Authority to be
immediately sold to the Underwriter, all as provided in the Bond Purchase Agreement.

The Authority is governed by a five member Board of Directors (the “Board”) which consists
of the members of the City Council of the City of Ridgecrest. The Mayor acts as Chairman of the
Authority, the City Manager as its Executive Director, the City Clerk as its Secretary and the Finance
Director of the City as the Treasurer of the Authority.

THE RIDGECREST REDEVELOPMENT AGENCY

The Agency was established on May 1, 1985 by the City Council of the City with the
adoption of Ordinance No. 85-07, pursuant to the Law. The five members of the City Council serve
as the governing body of the Agency, and exercise all the rights, powers, duties and privileges of the
Agency.

Members and Officers

The members and officers of the Agency and the expiration of their terms are as follows:

Member Term Expiration
Marshall “Chip” Holloway, Chairman December 2010
Steven Morgan, Member December 2008
Thomas Wiknich, Member December 2010
Dan Clark, Member December 2008
Ron Carter, Member December 2008
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Agency Powers

All powers of the Agency are vested in its governing body. Pursuant to the Law, the Agency
is a separate public body which may exercise broad governmental functions and authority to
accomplish its purposes, including, but not limited to, the right of eminent domain, the right to issue
bonds or notes and expend their proceeds and the right to acquire, sell, rehabilitate, develop,
administer or lease property. The Agency may demolish buildings, clear land and cause to be
constructed certain improvements including streets, sidewalks, and public utilities.

The Agency may not construct or develop buildings, with the exception of public facilities
and housing, but must sell or lease cleared property to redevelopers for construction and development
in accordance with the Redevelopment Plan.

Financial Consultant and Redevelopment Consultant

Rosenow Spevacek Group, of Santa Ana, California (“Rosenow Spevacek”), provides
services in the areas of planning, redevelopment and finance to both governmental and private sector
clients.

Rosenow Spevacek is currently engaged in consulting activities for a number of cities and
redevelopment agencies in the State. Over the past five years, Rosenow Spevacek has completed
planning, economic and financial consulting assignments for over 130 governmental clients in the
State.

Rosenow Spevacek has acted as financial consultant and redevelopment consultant to the
Agency concerning the Bonds. As financial consultant and redevelopment consultant, Rosenow
Spevacek will receive compensation contingent upon the sale and delivery of the Bonds.

Tax Increment Financing

The Law authorizes the financing of redevelopment projects through the use of tax increment
revenues. This method provides that the taxable valuation of the property within a redevelopment
project area on the property tax roll last equalized prior to the effective date of the ordinance which
adopts the redevelopment plan becomes the base year valuation. Assuming the taxable valuation
never drops below the base year level, the taxing agencies thereafter receive that portion of the taxes
produced by applying then current tax rates to the base year valuation, and the redevelopment agency
is allocated the remaining portion produced by applying then current tax rates to the increase in
valuation over the base year. Such incremental tax revenues allocated to a redevelopment agency
may be pledged to the payment of agency obligations. Generally, tax increment revenues from one
project area may not be used to repay indebtedness incurred for another project area. Redevelopment
agencies have no power to levy property taxes and must look specifically to the allocation of taxes as
described above. See “RISK FACTORS.”

The Law authorizes redevelopment agencies to make payments to school districts and other
taxing agencies to alleviate any financial burden or detriments to such taxing agencies caused by a
redevelopment project. See “THE PROJECT AREA—Statutory Pass Throughs” herein.
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Housing Set Aside

In accordance with Section 33334.2 of the Law, not less than twenty percent (20%) of all
taxes which are allocated to the Agency shall be used by the Agency for purposes of improving,
increasing and preserving the City’s supply of housing for persons and families of low or moderate
income. This requirement is applicable unless the Agency makes the finding that:

(a) No need for such housing exists in the City;

(b) Less than twenty percent (20%) is sufficient to meet such housing needs of the City;
or

(c) A substantial effort is presently being carried out with other funds (either local, State
or federal) and that such efforts are equivalent in impact to twenty percent (20%) of all taxes which
are allocated to the Agency.

Both the “no need” finding (item (a) above) and the “less than 20% finding” (item (b) above)
must apply to very low income as well as low and moderate income households, must be consistent
with the housing element of the community’s general plan and the annual report of its planning
agency, and do not become effective until after certain filings have been made with the State
Department of Housing and Community Development (“HCD”). Neither finding can be made unless
the housing element is in proper form and up to date and has been filed with HCD.

The “equivalent effort” finding (item (c) above) must apply to the community’s share of
regional housing needs as well as its own existing and projected needs. After June 30, 1993, no
agency may make this finding unless it can show evidence that it is required in order to meet
contractual obligations to bondholders or other private entities incurred prior to May 1, 1991 and
made in reliance on the ability to make the finding.

Funds available from the twenty percent (20%) requirement may be used outside the Project
Area on a finding by the Agency and the City Council that such use will be of benefit to the Project
Area. See “THE PROJECT AREA—Limitations and Requirements of the Redevelopment Plan.”
The Law also permits agencies with more than one project area to set aside less than twenty percent
(20%) of the taxes allocated to the agency from one project area if the difference is made up from
another project area in the same year and if the agency and the legislative body of the community
find that such use of funds will benefit such other project area.

Factors Affecting Redevelopment Agencies Generally

Other features of California law which bear on redevelopment agencies include general
provisions which require public agencies to let contracts for construction only after competitive
bidding. The Law provides that construction in excess of $5,000 undertaken by the Agency shall be
done only after competitive bidding. California statutes also provide for offenses punishable as
felonies which involve direct or indirect interest of a public official in a contract made by such
official in his official capacity. In addition, the Law prohibits any Agency or City official or
employee who, in the course of his duties, is required to participate in the formulation or approval of
plans or policies, from acquiring any interest in property in the Project Area.
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Under a State initiative enacted in 1974, public officials are required to make extensive
disclosures regarding their financial interests by filing such disclosures as public records. As of the
date of this Official Statement, the members of the City Council and the Agency, and other City and
Agency officials have made the required filings.

California also has strict laws regarding public meetings (known as the Ralph M. Brown Act)
which generally makes all Agency and City meetings open to the public.

THE PROJECT AREA

The Redevelopment Plan for the Ridgecrest Redevelopment Project was approved by the
Ordinance. The Project Area consists of approximately 7,988 acres.

The Redevelopment Plan provides the Agency with a mechanism to revitalize and upgrade
the Project Area to increase sales, business and property tax revenues, provide adequate roadways
and related infrastructures, provide employment opportunities, provide improvements to community
facilities, improve public utility infrastructure deficiencies, assure social and economic stability, and
promote aesthetic and environmental actions and improvements.

Limitations and Requirements of the Redevelopment Plan

Pursuant to the Redevelopment Plan, the total amount of outstanding bonded indebtedness
incurred by the Agency, payable from tax increment revenues, which can be outstanding at any one
time cannot exceed $194,191,242.

In accordance with State Law, unless certain findings are made, not less than twenty percent
(20%) of tax increment revenues allocated to the Agency from the Project Area shall be used for the
purpose of increasing, improving and preserving the supply of housing for families of low or
moderate income. See “THE CITY OF RIDGECREST—Housing Set Aside.”

The Redevelopment Plan is in effect until November 16, 2027. Pursuant to Ordinance
No. 08-03, the Agency eliminated the final date to incur indebtedness.

Housing Set-Aside

Chapter 1337, Statutes of 1976, added Sections 33334.2 and 33334.3 to the Redevelopment
Law requiring redevelopment agencies to set aside at least 20 percent of all tax increment revenues
allocated and paid to redevelopment agencies from redevelopment project areas adopted after
December 31, 1976 in the Agency’s Low and Moderate Income Housing Fund to be expended for
authorized low and moderate income housing purposes (the “Housing Set-Aside Payments™). Debt
service on the Bonds is chargeable to such Housing Set-Aside Payments. Parity Debt may be issued

with a claim against Housing Set-Aside Payments to the extent set forth in the proceedings for such
Parity Debt. See “SECURITY FOR THE BONDS.”

The provisions of the Redevelopment Law regarding the funding of low and moderate
income housing funds have been frequently amended since their original adoption. In addition, the
interpretations of these laws by the California Attorney General and redevelopment agency counsels
throughout the State have at times been subject to variation and change.
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Statutory Pass Throughs

Section 33607.5 of the Health and Safety Code of the State eliminated the statutory authority
for negotiated pass through agreements and provided a formula for mandatory tax sharing, applicable
to projects adopted after January 1, 1994 or amended after that date to add territory.

Generally speaking, under Section 33607.5, the Agency is to pay to the affecting taxing
agencies percentages of tax increment generated in the Project Area as follows pursuant to SB 211
and ordinances:

(a) throughout the term of the Project Area eligibility to receive tax increment, 25% of
post set aside revenues; plus,

(b) for the eleventh year of the receipt of tax increment and thereafter, 21% of post set-
aside revenues in excess of tenth year revenue; plus,

(c) for the thirty first year of the receipt of tax increment and thereafter, 14% of post set-
aside revenues in excess of thirtieth year revenues.

As indicated, amounts specified as payable to taxing agencies are to be computed after
deducting the housing set aside amount.

The taxing agencies subject to Statutory Pass Throughs include the following: the City, East
Kern Resource Conservation District, Kern County Water Agency, Kern Joint Community College
District and Superintendent of Schools.

See “PLEDGED REVENUES—Projected Taxable Valuation and Pledged Revenues” herein.
Tax Sharing Agreements

Pursuant to former Section 33401 of the Redevelopment Law, the Agency has entered into
three tax sharing agreements with taxing entities (the “Tax Sharing Agreements”); the agreements
provide that a portion of tax increment revenues generated in the Project Area that would otherwise
be allocated to the agency are to be paid to or used on behalf of such taxing entities. A brief
summary of the Tax Sharing Agreements is set forth below.

Settlement Agreement. The Agency has entered into a Settlement Agreement, dated
December 15, 1987 (the “Settlement Agreement”), with the County and the City which generally
provides for the following:

1. During the first 25 years (1987-99 through 2011-12), the County is to receive 59.453
percent of the “County Property Tax™ (i.e., that portion of tax increment revenue that, absent the
Redevelopment Plan, would have been allocated to the County).

2. During years 26 (commencing with tax year 2013-14) through year 40 (2026-27), the
County is to receive 100 percent of County Property Tax.

3. In any year that the County estimates its proceeds of taxes subject to limitation will
exceed its “Gann Limit,” the amount of tax increment owed the County shall be proportionately
reduced.

22
DOCSOC/1277174v7/022548-0013



4. Commencing in 1990-91, the Agency was obligated to use the tax increment revenue
received by the Agency that is attributable to the County Property Taxes in excess of $403,690
(being the amount of tax increment revenue received by the Agency in the third year of the
Redevelopment Plan) excluding the low and moderate income housing set-aside and any amounts
required for debt service on the 1999 COPs (all as specified in the County Agreement) on projects
that directly benefit the County’s mission and operations. The Agency’s obligations under the
Settlement Agreement are payable from tax increment revenue generated in the Project Area on a
basis senior to payment of debt service on the 2002 Bonds and the Bonds.

The Settlement Agreement provides that no portion of the amounts paid to the Agency is
required to be deposited into the Agency’s Low and Moderate Income Housing Fund, unless so
determined by a court of competent jurisdiction. However, as the result of legislative changes
implemented after 1987, a portion of the amounts paid to the Agency is required to be deposited into
the Low and Moderate Income Housing Fund.

Justice Building Agreement. To provide for the Agency’s financing of projects that directly
benefit the County’s mission and operations, pursuant to the County Agreement, the Agency entered
into an Agreement — Ridgecrest Justice Building, dated November 15, 1989 (the “Justice Building
Agreement”), which generally provides for amendment of the Settlement Agreement as follows:

In addition to the 59.453 percent of County Property Tax to be paid to the County by the
Agency, the Justice Building Agreement obligates the Agency to pay the County $200,000 at the
time the County commences its redesign of the Justice Building. This amount is to be paid from the
Agency’s portion of tax increment funds in connection with the acquisition and remodeling of the
Ridgecrest Justice Building and Library Facility. This amount has been fully paid by the Agency.

County Jail Agreement. The Agency has entered into an Agreement — Ridgecrest Jail
Operation, dated January 17, 1990 (the County Jail Agreement”), which generally provides for
amendment of the Settlement Agreement as follows:

1. In addition to the 59.453 percent of County Property Tax to be paid to the County by
the Agency, the Agency is obligated to pay the following additional amounts in consideration of the
County operating the Ridgecrest Jail from July 1, 1990 through fiscal year 2012-13:

(a) Fiscal year 1990-91 through fiscal year 2012-13: $81,000, payable from Tax
Revenues (i.e., not from County Property Taxes).

(b) Fiscal year 1991-92 through 2012-13: $96,000 (adjusted annually in
accordance with a recognized inflation index), payable from County Property Taxes not paid to the
County.

The Agency believes that the amounts payable under the County Jail Agreement are payable
from tax increment revenues generated in the Project Area on a basis senior to the 2002 Bonds, the
Bonds and the Reimbursement Agreement. [confirm]

Sierra Sands Unified Public Improvement Agreement
On September 18, 1991, the Agency and the Sierra Sands Unified School District entered

into a public improvements agreement wherein the Agency agreed to fund $4.0 million of

23
DOCSOC/1277174v7/022548-0013



construction costs for Gateway School. In consideration of advancing the District $4.0 million, the
Agency is entitled to retain for its own uses the District’s share of the annual inflationary adjustment
in real property values, pursuant to Proposition 13, until such time that 80% of the cumulative
amount retained by the Agency equals $4.0 million plus interest (accrued annually at a 5% interest
rate).

[As of June 30, 2008, the Fiscal Consultant computes the outstanding principal balance
of the Agency’s advance at § and that the cumulative amount retained by the
Agency would reach $4.0 million in fiscal year [discuss].] Under the terms of the
agreement, beginning in the year the $4.0 million amount is reached, the Agency begins retaining the
80% of the District’s share for District projects. While the Agreement does not pledge tax increment
to the school district, the Fiscal Consultant has assumed that the District’s share would not be
available for debt service on the Bonds, and subtracted these amounts from their revenue projects.
These assumptions are reflected in the coverage factors included herein. See APPENDIX G—
“FISCAL CONSULTANT’S REPORT” and “PLEDGED REVENUES—Debt Service Coverage.”

Section 33676 Allocations

Section 33676 of the Redevelopment Law allows taxing entities to receive additional
property taxes in a redevelopment project area above the base year revenue amount. Such payments
are based on annual increases in the real property portion of the base year value up to the inflation
limit of 2 percent. To be eligible to receive the additional property taxes, a taxing entity must have
adopted a resolution prior to the adoption of a redevelopment plan.

Currently, the Kern County Water Agency, Kern County Community College District and
Sierra Sands School District receive allocations of property taxes under Section 33676 in the Project
Area. The Kern County Water Agency, Kern County Community College District and Sierra Sands
School District, respectively continue to receive their 0.7064%, and .05979% share of the
property tax increment revenue and the projection of Pledged Revenues herein assumes that the
payments will continue to be made to the Kern County Water Agency, Kern County Community
College District and Sierra Sands School District and that the payments will be made on senior basis
to payment of debt service on the Bonds, the 2002 Bonds and the Reimbursement Agreement. See
APPENDIX G—“FISCAL CONSULTANT’S REPORT” and “PLEDGED REVENUES—Debt
Service Coverage.”

China Lake Naval Weapons Facility

The United States Navy's China Lake Naval Weapons Facility (the “Naval Facility”)
generates significant economic benefits in the City. The Naval Facility includes over 1 million acres,
of which 5,000 are located in the City; no portion of the naval Facility is located in the Project Area.
The Facility also includes 17,000 square miles of restricted air space. The Naval Facility employs
approximately 3,700 employees, of which 3,220 (approximately 87 percent) are civilians (2/3 of
which are scientists, engineers and technicians), is supported by over 1,500 contractor employees.
See “RISK FACTORS — China Lake Naval Weapons Facility” for discussion of historical layoffs
and the impact on the City and the Project Area.

The Naval Facility is the home of the Naval Air Warfare Center Weapons Division (the
“Weapons Division”), which researches, develops, tests, evaluates and engineers weapons systems
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associated with air warfare for not only the Navy, but the Army, Air Force and Joint Services. The
Naval Facility is the Navy's largest land facility.

Officials at the Naval Facility have represented that the Naval Facility was the highest rated
Navy technical facility during the final round of base closures in 1995, that there is no active base
closure legislation and that the Naval Facility is unique because of (1) its extensive land and airspace
available for testing, (2) its technical capacity and the skills and education of its employees and
(3) the increasing military emphasis on long range, precision guidance weapons, which have long
been developed and tested at the Naval Facility. The Agency, however, can provide no assurances as
to the future of the Naval Facility.

Further information about the Naval Facility is available on the Internet at
www.nawcwpns.navy.mil. See also “RISK FACTORS — China Lake Naval Weapons Facility.”

Largest Local Secured Taxpayers
Set forth below are the ten largest local secured taxpayers in the Project Area based on the

2007-08 property tax roll. The total valuation of these taxpayers is $63,369,810 which represents
approximately 4.66% of the total secured valuation in the Project Area.

Percent  Percent of

2007-08 of Tax
No. of Assessed Assessed  Increment

Taxpayer Parcels Landuse(s) Valuation Value™

1. HD Development Maryland Inc. 1 Commercial, Large Store $ 8,290,916 0.61%
2. Carriage Inns 1 Commercial, Motel 7,854,571 0.58%
3. New Albertsons Inc. 17 Commercial, Market 7,164,977 0.53%
4. Ridgecrest Regional Hospital 4 Institution, Church Owned Property 7,121,118 0.52%
5. Inland Westn Mds Portfolio LLC 2 Commercial, Large Store, Department 6,625,920 0.49%
6. Wal Mart Real Est Bsns Trust 3 Commercial, Large Store 6,393,235 0.47%
7. Drummond Medical Group Inc. 1 Institution, Hospital 5,364,924 0.39%
8. Sb North China Lake Road LLC 1 Commercial, Markets, Supermarkets 5,306,039 0.39%
9. Sakurai Giichi Rev Tr 1 Commercial, Large Store 4,889,879 0.36%
10. Ridgecrest Heritage Inn 1 Commercial, Motel 4.358.231 0.32%
Total 32 § 63,369,810 4.66%

Total Project Area AV $ 1,360,270,431

(" Based on Fiscal Year 2007-08 secured assessed valuation.
Source: Rosenow Spevacek Group.

A 154-room Marriott was just developed in the Project Area which will add approximately
six million dollars in assessed value to the 2008-09 property tax roll.
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Land Use

A breakdown of total secured valuation by land use in Fiscal Year 2007-08 is as follows:

Number of 2007-08 Secured Percent of Secured
Land Use Parcels Assessed Valuation™ Assessed Valuation
Residential 9,127 $ 1,045,009,473 77.86%
Commercial 574 165,962,343 12.36
Vacant 2,385 45,665,044 3.40
Professional 97 25,904,225 1.93
Institutional 72 23,539,554 1.75
Industrial® 142 20,823,195 1.55
Miscellaneous®® 924 5,940,843 0.44
Recreational 13 4,627,345 0.34
Agricultural 12 3,688,631 0.27
Government 138 1,070,550 0.08
Total 13.484 $ 1.334,846,538 100.00%

()" Secured Assessed Valuation is $1,360,270,431 less $25,423,893 for all exemptions except homeowners.

@ Industrial includes Manufacturing land use.
@ Miscellaneous includes Unknown land use.
Source: Rosenow Spevacek Group.

PLEDGED REVENUES

Pledged Revenues (as described in the section “SECURITY FOR THE BONDS” herein) are
to be deposited in the Special Fund, administered by the Trustee and applied to the payment of the
principal of and interest on the Outstanding Bonds.

Schedule of Historical Pledged Revenues
The following table is a schedule of the taxable valuations and resulting Pledged Revenues in

the Project Area for the fiscal years 2002-03 through 2006-07. The base year valuation for the
Project Area was established in fiscal year 1986-87.

2002-03 2003-04 2004-05 2005-06 2006-07
Incremental AV 312,035278 362,474,498 474,596,841 562,873,685 720,930,233
Typical Tax Rate/$100 1.000000% 1.000000%  1.000000% 1.000000% 1.000000%
Incremental Revenue 3,120,353 3,624,745 4,745,968 5,628,737 7,209,302
Less: Pass-Through Payments (614,773) (793,890)  (1,025,752) (1,274,153) (1,234,168)
Less: County Admin Fee (81,628) (88,280) (110,801) (101,166) (93,939)
Pledged Revenues 2,423,952 2,742,575 3,609,415 4,253,418 5,881,195

Projected Taxable Valuation and Pledged Revenues

The Agency has retained Rosenow Spevacek to provide projections of Pledged Revenues
from developments in the Project Area. The table below sets forth those projections for fiscal years
2007-08 through 2013-14. The Agency believes the assumptions (set forth in the footnotes to the
table) upon which the projections are based are reasonable; however, some assumptions may not
materialize and unanticipated events and circumstances may occur (see “RISK FACTORS”).
Therefore, the actual Pledged Revenues received during the forecast period may vary from the
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projections and the variations may be material. A summary of the projected Pledged Revenues is as
follows:

Fiscal Taxable Incremental Pass Through Total Pledged

Year Valuation'” Revenues” Payments Tax Revenues
2007-08 $1,360,270,431 $9,212,918 $3,548,485 $5,664,432
2008-09 1,088,216,345 6,492,377 2,631,371 3,861,005
2009-10 1,109,902,672 6,709,240 2,763,923 3,945,317
2010-11 1,132,100,725 6,931,221 2,899,403 4,031,817
2011-12 1,154,742,740 7,157,641 3,037,593 4,120,047
2012-13 1,177,837,594 7,388,589 3,178,547 4,210,042
2013-14 1,201,394,346 7,624,157 3,645,010 3,979,146

(" Incremental Revenues based on the incremental valuation times a tax rate of 1.00%. Base year assessed valuation of
$472,746,695.

Source: Rosenow Spevacek Group.
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Annual Debt Service

Set forth below is the annual debt service (assuming minimum sinking account payments) for
the term of the Bonds, the 1999 Bonds and the 2002 Bonds.

Ridgecrest Redevelopment Project
Annual Debt Service

1999 2008

Maturity  Non-Housing 2002 Bonds Total

Date Debt 1999 Housing Non-Housing 2002 Housing Total Debt Debt
(June 30) Service'” Debt Service  Debt Service  Debt Service Service Service

2007 -- --

2008 -- --

2009 $ 323359 $ 275,454 $ 206,959 274,341

2010 322,615 274,820 208,206 275,994

2011 324,155 276,132 208,636 276,564

2012 324,803 276,684 208,658 276,593

2013 324,965 276,822 209,948 278,303

2014 324,641 276,546

2015 323,831 275,856

2016 324,844 276,719

2017 322,481 274,706

2018 322,313 274,563

2019 324,169 276,144

2020 322,481 274,706

2021 322,819 274,994

2022 325,013 276,863

2023 323,494 275,569

2024 323,831 275,856

2025 323,156 275,281

2026 324,169 276,144

2027

2028

2029

2030

2031

2032

2033

2034

2035

2036

TOTAL $ 5.827.139 $ 4963.859 $1.,042.406.00 _$ 1,381,795

" Will be refunded with the proceeds of the Bonds.
Source: Underwriter.
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Debt Service Coverage

Set forth below is the estimated debt service coverage of the Bonds, the 1999 Bonds and the
2002 Bonds using Fiscal Years 2007-08 through 2013-14 projected Pledged Revenues.

1999 1999 2002 2008
Non-Housing  Housing 2002 Housing  Bonds Total Debt
Fiscal Pledged Bonds Debt  Bonds Debt Non-Housing Debt Debt Debt Service
Year Revenues Service™ Service” Debt Service Service Service Service Coverage

2007-08  $5,476,117
2008-09 3,710,353 § 323,359 $ 275,742 § 206,959 $274,341

2009-10 3,791,652 322,615 275,454 208,206 275,994
2010-11 3,875,079 324,155 274,820 208,636 276,564
2011-12 3,960,174 324,803 276,132 208,658 276,593
2012-13 4,046,971 324,965 276,684 209,948 278,303
2013-14 3,812,814 324,641 276,822

M Will be refunded with the proceeds of the Bonds.
Source: Rosenow Spevacek Group.
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Statement of Direct and Overlapping Bonded Indebtedness

CITY OF RIDGECREST REDEVELOPMENT AGENCY

2007-08 Assessed Valuation: $ 1,360,270,431
Base Year Valuation: 472,746,695
Incremental Valuation: $ 887,523,736
DIRECT DEBT:

1999 Refunding Tax Allocation Bonds
2002 Refunding Tax Allocation Bonds
TOTAL DIRECT DEBT

Ratio to Incremental Valuation: 1.02%

OVERLAPPING TAX AND ASSESSMENT DEBT:
Kern Community College District Safety Repair and
Improvement District
Sierra Sands Joint Unified School District
Kern Community College District Assessment District
City of Ridgecrest 1915 Act Bonds
TOTAL OVERLAPPING TAX AND ASSESSMENT DEBT

OVERLAPPING GENERAL FUND DEBT:
Kern County Certificates of Participation
Kern County Pension Obligations
Kern County Board of Education Certificates of Participation
Kern County Community College District Certificates of
Participation
Sierra Sands Joint Unified School District General Fund
Obligations
City of Ridgecrest Certificates of Participation
TOTAL OVERLAPPING GENERAL FUND DEBT

COMBINED TOTAL DIRECT AND OVERLAPPING DEBT

(e))
(2
3)

Expected to be refunded with proceeds of the Bonds.
Excludes tax allocation bonds to be sold.

lease obligations.

Ratios to 2007-08 Assessed Valuation:

Combined Total Direct and Overlapping Debt............ccceeeeeneenn.n.

% Applicable
100.%
100.

1.896%

77.007
2.042
100.

0.634%
0.634
0.634
0.618

53.788

98.478

...3.10%

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/07: $0

Source: California Municipal Statistics.
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Debt 6/1/08
$ 6,580,000

2.470,000
$ 9,050,000%

§ 2,250,006

14,991,644
113,535
115.000

$17,470,185

§ 317,254
3,043,841
354,755
535,652

2,374,740

9,050,128
$15,676,370

$42,196,555%

Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and non-bonded capital



RISK FACTORS

The following information should be considered by prospective investors in evaluating the
Bonds. However, the following does not purport to be an exhaustive listing of risks and other
considerations may be relevant to investing in the Bonds. In addition, the order in which the
following information is presented is not intended to reflect the relative importance of any such risks.

To estimate the Pledged Revenues available to pay debt service on the Bonds, the Agency
has made certain assumptions with regard to the assessed valuation in the Project Area, future tax
rates and percentage of taxes collected. The Agency believes these assumptions to be reasonable, but
to the extent that the assessed valuation, the tax rates or the percentage of taxes collected are less than
the Agency’s assumptions, the Pledged Revenues available to pay debt service on the Bonds will, in
all likelihood, be less than those projected.

State Budget; Educational Revenue Augmentation Fund Shift

In connection with its approval of former budgets the State Legislature has in a number of
fiscal years enacted legislation which, among other things, re allocated funds from redevelopment
agencies to school districts by shifting a portion of each agency’s tax increment, net of amounts due
to other taxing agencies, to school districts for such fiscal years for deposit in the ERAF. The
amount required to be paid by a redevelopment agency under such legislation was apportioned
among all of its redevelopment project areas on a collective basis, and was not allocated separately to
individual project areas. Faced with a projected $23.6 billion budget gap for fiscal year 2002-03, the
State Legislature adopted and sent to the Governor of the State as urgency legislation, AB 1768
requiring redevelopment agencies to pay into ERAF in fiscal year 2002-03 an aggregate amount of
$75 million.

In 2003, the State Legislature adopted SB 1045 which required redevelopment agencies to
make ERAF transfers in fiscal year 2003-04, based on a statewide aggregate transfer by
redevelopment agencies of $135 million. Due to continuing state budget problems, legislation was
approved (“SB 1096”), which requires an ERAF shift of $250 million for 2004-05 and 2005-06. As
with previous ERAF shifts, the legislation requires that half of the shift be calculated on the basis of
the gross tax increment of a project area and the other half on net revenues after tax sharing

payments.

As part of the 2004-05 State Budget, the Governor and the Legislature also agreed to place a
constitutional amendment on the November 2004 ballot (the “Local Government Initiative”). The
Local Government Initiative passed on November 2, 2004. The Local Government Initiative
prohibits any further transfers of non education local government property taxes for the benefit of the
State. However, the Local Government Initiative does not purport to change existing law with
respect to the State’s ability to transfer redevelopment agencies’ property tax revenues.

The Agency cannot predict whether future State Budget legislation will further divert moneys
from redevelopment agencies, and the effect such diversion would have on the receipt of Tax
Revenues or Housing Set Aside Amounts and, accordingly, the payment of debt service on the
Bonds. In order to help reduce the State’s budget deficit, the Legislative Analyst’s Office has
proposed to the Legislature that it shift $1.2 billion from redevelopment agencies over the next five
years to offset the State’s obligations to schools. The Governor’s May 2008 revision of his proposed

31
DOCSOC/1277174v7/022548-0013



State Budget for 2008-09 did not include a shift of funds from redevelopment agencies to reduce the
budget deficit.

Reduction of Pledged Revenues

Pledged Revenues allocated to the Agency (which constitute the ultimate source of payments
of principal and interest on the Bonds, as discussed herein) are determined by the amount of
incremental valuation of taxable property in the Project Area, the current rate or rates at which
property in the Project Area is taxed and the percentage of taxes collected in the Project Area. The
information contained under the heading “PLEDGED REVENUES—Projected Taxable Valuation
and Pledged Revenues” assumes assessed valuation growth based on various annual increases.

Although the Agency believes these assumptions to be reasonable, several types of events
which are beyond the control of the Agency could occur and cause a reduction in Pledged Revenues.
First, a reduction of taxable values of property or tax rates in the Project Area or a reduction of the
rate of increase in taxable values of property in the Project Area caused by economic or other factors
beyond the Agency’s control (such as a relocation out of the Project Area by one or more major
property owners, successful appeals by property owners for a reduction in a property’s assessed
value, a reduction of the general inflationary rate, a reduction in transfers of property, construction
activity or other events that permit reassessment of property at lower values, or the destruction of
property caused by natural or other disasters, including earthquake) could occur, thereby causing a
reduction in Pledged Revenues. The risk increases in proportion to the percent of total assessed
value attributable to any single assessee in a Project Area. Second, the California electorate or
Legislature could adopt limitations with the effect of reducing Pledged Revenues. Third, a reduction
in the tax rate applicable to property in a Project Area by reason of discontinuation of certain
override tax levies in excess of the 1% basic levy, will reduce Pledged Revenues. Such override can
be expected to decline over time until it reaches the 1% basis levy and may be discontinued at any
time, which may cause a reduction in Pledged Revenues. Fourth, delinquencies in the payment of
property taxes by the owners of land in the Project Area could have an adverse effect on the
Agency’s ability to make timely debt service payments.

[In July 2008, Kern County reassessed all properties sold between July 2004 and
December 2007. This reassessment resulted in a decrease of $ in assessed value in
the Project Area. There can be no assurance that the assessed value in the Project Area will
not be further reduced.]

Any reduction in Pledged Revenues, whether for any of the foregoing reasons or any other
reason, could have an adverse effect on the Agency’s ability to pay the principal of and interest on
the Bonds or to issue refunding bonds to refund the Bonds at or prior to maturity.

Appeals of Assessed Values

Pursuant to California law, a property owner may apply for a reduction of the property tax
assessment for such owner’s property by filing a written application, in a form prescribed by the
State Board of Equalization, with the appropriate county board of equalization or assessment appeals
board.

In the County, a property owner desiring to reduce the assessed value of such owner’s
property in any one year must submit an application to the County Assessment Appeals Board (the
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“Appeals Board”). Applications for any tax year must be submitted by September 15 of such tax
year. Following a review of each application by the staff of the County Assessor’s Office, the staff
makes a recommendation to the Appeals Board on each application which has not been rejected for
incompleteness or untimeliness or withdrawn. The Appeals Board holds a hearing and either reduces
the assessment or confirms the assessment. The Appeals Board generally is required to determine
the outcome of appeals within two years of each appeal’s filing date. Any reduction in the
assessment ultimately granted applies only to the year for which application is made and during
which the written application is filed. The assessed value increases to its pre-reduction level for
fiscal years following the year for which the reduction application is filed. However, if the taxpayer
establishes through proof of comparable values that the property continues to be overvalued (known
as “ongoing hardship”), the Assessor has the power to grant a reduction not only for the year for
which application was originally made, but also for the then current year as well. Appeals for
reduction in the “base year” value of an assessment, which generally must be made within three years
of the date of change in ownership or completion of new construction that determined the base year,
if successful, reduce the assessment for the year in which the appeal is taken and prospectively
thereafter. Moreover, in the case of any reduction in any one year of assessed value granted for
“ongoing hardship” in the then current year, and also in any cases involving stipulated appeals for
prior years relating to base year and personal property assessments, the Agency’s tax increment
attributable to such properties will be reduced in the then current year. In practice, such a reduced
assessment may remain in effect beyond the year in which it is granted. See “THE PROJECT
AREA—TLargest Local Secured Taxpayers” for information regarding the assessed valuations of the
top ten property owners within the Project Area.

Proposition 8 Adjustments.

Property owners may also appeal the value of property pursuant to Proposition 8.
Proposition 8, approved in 1978, provides for the assessment of real property at the lesser of its
originally determined (base year) full cash value compounded annually by the inflation factor, or its
full cash value as of the lien date, taking into account reductions in value due to damage, destruction,
obsolescence or other factors causing a decline in market value. Reductions based on Proposition 8
do not establish new base year values, and the property may be reassessed the following lien date up
to the lower of the then-current fair market value or the factored base year value.

There were 14 Proposition 8 appeals in fiscal year 2005-06, and one Proposition 8 appeal in
fiscal year 2006-07, all of which were denied or withdrawn.

China Lake Naval Weapons Facility

The Navy owns and operates the China Lake Naval Weapons Facility on over 1 million
acres, of which 5,000 acres lie in the City. Although none of the Naval Facility falls within the
Project Area, the Naval Facility has a significant economic benefit in the Project Area as a result of
its extensive civilian employment and substantial annual budget. Significant declines in assessed
values in the City and the Project Area in the early- and mid-1990s were, in part, a result of cutbacks
in the workforce at the Naval Facility. Future budget reductions or total closure of the Naval Facility
would most likely have a significant economic impact on the Project Area and Pledged Revenues.
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Parity Bonds

The Agency may issue or incur obligations payable from Tax Revenues less the Housing
Set-Aside Amount on a parity with its pledge of Pledged Revenues to payment of debt service on the
Bonds. The existence of and the potential for such obligations increase the risks associated with the
Agency’s payment of debt service on the Bonds in the event of a decrease in the Agency’s collection
of Pledged Revenues. See “THE INDENTURE—Issuance of Parity Bonds™ herein.

Hazardous Substances

An additional environmental condition that may result in the reduction in the assessed value
of property would be the discovery of a hazardous substance that would limit the beneficial use of
taxable property within the Project Area. In general, the owners and operators of a property may be
required by law to remedy conditions of the property relating to releases or threatened releases of
hazardous substances. The owner or operator may be required to remedy a hazardous substance
condition of property whether or not the owner or operator has anything to do with creating or
handling the hazardous substance. The effect, therefore, should any of the property within the
Project Area be affected by a hazardous substance, could be to reduce the marketability and value of
the property by the costs of remedying the condition.

Limited Obligations

The Bonds are special obligations of the Agency secured by and solely payable from amounts
on deposit in the Special Fund established under the Indenture. The Bonds are not a debt of the City,
the County, the State or any political subdivisions thereof and neither the City, the County, the State
nor any political subdivisions thereof are liable for payment on the Bonds. The Bonds do not
constitute an indebtedness within the meaning of any State constitutional or statutory debt limitation.

Development Risks

The Agency’s collection of Pledged Revenues is directly affected by the economic strength
of the Project Area. Projected additional development within the Project Area will be subject to all
the risks generally associated with real estate development projects, including unexpected delays,
disruptions and changes. Real estate development operations may be adversely affected by changes
in general economic conditions, fluctuations in real estate market and interest rates, unexpected
increases in development costs and other similar factors. Further, real estate development operations
within the Project Area could be adversely affected by future governmental policies, including
governmental policies to restrict or control development. If projected development in the Project
Area is delayed or halted, the economy of the Project Area could be affected, causing a reduction in
Pledged Revenues available to pay debt service on the Bonds.

Property Held By FDIC

The ability of the Agency to receive Pledged Revenues derived from delinquent taxes may be
limited in certain respects with regard to properties in which the Federal Deposit Insurance
Corporation (“FDIC”) has or obtains an interest. In the event that any financial institution making
any loan which is secured by real property within the Project Area is taken over by the FDIC and
prior thereto or thereafter, the tax installments go into default, the ability of the County to collect
interest and penalties specified by state law and to foreclose the lien of a delinquent unpaid taxes may
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be limited. The FDIC’s policy statement regarding the payment of state and local real property taxes
(the “Policy Statement”) provides that the FDIC intends to pay valid real property taxes, interest and
penalties, in accordance with state law, on property which at the time of the tax levy is owned by
institutions in an FDIC receivership, unless abandonment of the FDIC interest is determined to be
appropriate.

Moreover, the Policy Statement provides that, with respect to parcels on which the FDIC
holds a mortgage lien, it will not permit its lien to be foreclosed out by a taxing authority without its
specific consent, nor will it pay or recognize liens for any penalties, fines, or similar claims imposed
for the nonpayment of taxes.

The Agency is unable to predict what effect the application of the Policy Statement would
have in the event of a delinquency on a parcel within the Project Area in which the FDIC has or
obtains an interest, although prohibiting the lien of the FDIC to be foreclosed out at a judicial
foreclosure sale could reduce or eliminate the number of persons willing to purchase a parcel at a
foreclosure sale.

Bankruptcy

The enforceability of the rights and remedies of the Owners and the obligations of the
Agency may become subject to the following: the federal bankruptcy code and applicable
bankruptcy, insolvency, reorganization, moratorium, or similar laws relating to or affecting the
enforcement of creditors’ rights generally, now or hereafter in effect; usual equitable principles
which may limit the specific enforcement under state law of certain remedies; the exercise by the
United States of America of the powers delegated to it by the federal Constitution; and the reasonable
and necessary exercise, in certain exceptional situations, of the police power inherent in the
sovereignty of the State of California and its governmental bodies in the interest of servicing a
significant and legitimate public purpose. Bankruptcy proceedings, or the exercise of powers by the
federal or state government, if initiated, could subject the Owners to judicial discretion and
interpretation of their rights in bankruptcy or otherwise and consequently may entail risks of delay,
limitation, or modification of their rights.

Other Changes in Redevelopment Law

There can be no assurance that the California electorate will not at some future time adopt
initiatives or that the Legislature will not enact legislation that will amend the Redevelopment Law or
other laws or the Constitution of the State of California resulting in a reduction of Tax Revenues, and
consequently, have an adverse effect on the Agency’s ability to pay debt service on the Bonds.

Low and Moderate Income Housing Fund

The Redevelopment Law currently requires that, except under certain limited circumstances,
redevelopment agencies set aside 20% of all gross tax increment revenues derived from
redevelopment project areas into a low and moderate income housing fund, to be used for the
purpose of increasing, improving and/or preserving the community’s supply of low and moderate
income housing. The provisions of the Redevelopment Law regarding the funding of low and
moderate income housing funds have been frequently amended since their original adoption. In
addition, the interpretations of these laws by the California Attorney General and redevelopment
agency counsels throughout the State have at times been subject to variation and change. The
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Agency currently sets aside 20% of all gross Tax Revenues from the Project Area into the Low and
Moderate Income Housing Fund. Such Tax Revenues required to be applied for purposes of such
Fund are part of Tax Revenues available to pay debt service on the Bonds.

Natural Disasters and Seismic Factors

The City, like most regions in the State of California, is located in an area of seismic activity
and, therefore, could be subject to potentially destructive earthquakes. The occurrence of severe
seismic activity in or near the City could result in substantial damage to property located in the
Project Area and could lead to successful appeals for reduction of assessed values of such property.
Such a reduction of assessed valuations could result in a reduction of the Pledged Revenues that
secure the Bonds. The occurrence of any natural or man-made disaster or hazard including, without
limitation, earthquakes, fires, floods, mudslides and other calamities, may significantly reduce
Pledged Revenues and may adversely impact the Agency’s ability to pay debt service on the Bonds.

Risks Related to Current Market Conditions

The housing market in southern California and Kern County, like that in the country
generally, appears to be weakening. A number of public home builders with significant operations in
the southern California housing market have reported weakening new home market conditions
nationally in their respective filings with the Securities and Exchange Commissions. In general,
factors contributing to the weakening new home market reported by those homebuilders include:
(1) generally lower demand for new homes, (ii)significant increases in cancellation rates,
(111) speculators exiting the new home market, (iv) increases in the supply of new and existing homes
available to be purchased, (v) increases in competition for new home orders, (vi) prospective home
buyers having a more difficult time selling their exiting homes in the more competitive environment,
(vii) higher incentives required to stimulate new home orders and maintain homes under contract and
(viii) reduced availability of mortgage loans. Softer housing market conditions may affect the value
of the property.

Levy and Collections

Neither the Agency nor the Authority has any independent power to levy and collect property
taxes. Any reduction in the tax rate or the implementation of any constitutional or legislative
property tax decrease could reduce the Pledged Revenues and, accordingly, could have an adverse
impact on the ability of the Agency to pay debt service on the Bonds.

Reduction in Inflationary Rate and Changes in Legislation; Further Initiatives

As described in greater detail below under the caption “LIMITATIONS ON TAX
REVENUES,” Article XIIIA of the California Constitution provides that the full cash value base of
real property used in determining taxable value may be adjusted from year to year to reflect the
inflationary rate, not to exceed a two percent increase for any given year, or may be reduced to
reflect a reduction in the consumer price index or comparable local data. Such measure is computed
on a calendar year basis.

Article XIIIA of the California Constitution, which significantly affected the rate of property
taxation, was adopted pursuant to California’s constitutional initiative process. From time to time,
other initiative measures could be adopted by California voters. The adoption of any such initiative
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might alter the calculation of tax increment revenues, reduce the property tax rate, or broaden
property tax exemptions. Future legislative reallocation of the 1% basic levy among the affected
taxing entities could increase the taxes retained by certain taxing entities with a corresponding
reduction in Tax Revenues. See the caption “LIMITATIONS ON TAX REVENUES AND
POSSIBLE SPENDING LIMITATIONS—Article XIIIA of the State Constitution.”

In June 1978, Article XIITA of the California Constitution was amended by Proposition 13 to
limit, among other things, a County assessor’s ability to adjust for inflation to 2% per year. In a
Minute Order issued on November 2, 2001 in County of Orange v. Orange County Assessment
Appeals Board No. 3, Case No. 00CC03385 (the “Orange County Litigation”), the Orange County
Superior Court held that where a home’s taxable value did not increase for two years, due to a flat
real estate market, the Orange County assessor violated the two percent inflation adjustment
provision of Article XIITA when the assessor tried to “recapture” the tax value of the property by
increasing its assessed value by 4% in a single year. The assessors in most California Counties, use a
similar methodology in raising the taxable values of property beyond 2% in a single year. The State
Board of Equalization has approved this methodology for increasing assessed values. On
December 12, 2002, the Orange County Superior Court certified the lawsuit as a class action lawsuit.
The Orange County Superior Court entered a Final Judgment on April 18, 2003. On June 12, 2003,
the Orange County Assessor and Tax Collector, in conjunction with the County of Orange, filed a
notice of appeal of action in the Court of Appeal of the State of California, and on March 26, 2004,
the Court of Appeal of the State of California, Fourth Appellate District, filed its opinion reversing
the trial court’s judgment, holding that the trial court erred in ruling that assessments are always
limited to no more than two percent of the previous year’s assessment and remanding to the trial
court with directions to enter judgment in favor of the County of Orange petitioners. The Court of
Appeal held that the 2% annual inflation adjustment provision permits a maximum 2% annual
increase calculated against the original acquisition cost base, rather than calculated against any
reduced base resulting from any intervening downward reassessment in the wake of a decline in
property values, such as might happen in the case of a general deflation or a disaster. On May 5,
2004, the Respondent filed a petition to the California Supreme Court for a review of the decision
published by the Court of Appeal on March 26, 2004. On July 21, 2004, the California Supreme
Court declined to review the Court of Appeal decision. The Respondent did not file a petition for
writ of certiorari to the U.S. Supreme Court. Thus, the Court’s ruling in the Orange County litigation
applies only to the assessments involved in the case.

Secondary Market

There can be no guarantee that there will be a secondary market for the Bonds or, if a
secondary market exists, that such Bonds can be sold for any particular price. Occasionally, because
of general market conditions or because of adverse history or economic prospects connected with a
particular issue, secondary marketing practices in connection with a particular issue are suspended or
terminated. Additionally, prices of issues for which a market is being made will depend upon then
prevailing circumstances. Such prices could be substantially different from the original purchase
price.

Loss of Tax Exemption

As discussed under the caption “MISCELLANEOUS—Tax Matters” herein, interest on the
Bonds could become includable in gross income for purposes of federal income taxation retroactive
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to the date the Bonds were issued as a result of future acts or omissions of the Agency in violation of
its covenants contained in the Indenture.

LIMITATIONS ON TAX REVENUES
Property Tax Limitations — Article XIITA

California voters, on June 6, 1978, approved an amendment (commonly known as both
Proposition 13 and the Jarvis-Gann Initiative) to the California Constitution. This amendment, which
added Article XIIIA to the California Constitution, among other things affects the valuation of real
property for the purpose of taxation in that it defines the full cash value of property to mean “the
county assessor’s valuation of real property as shown on the 1975-76 tax bill under full cash value, or
thereafter, the appraised value of real property when purchased, newly constructed, or a change in
ownership has occurred after the 1975 assessment.” The full cash value may be adjusted annually to
reflect inflation at a rate not to exceed 2% per year, or any reduction in the consumer price index or
comparable local data, or any reduction in the event of declining property value caused by damage,
destruction or other factors.

Article XIIIA further limits the amount of any ad valorem tax on real property to 1% of the
full cash value except that additional taxes may be levied to pay debt service on indebtedness
approved by the voters prior to July 1, 1978. In addition, an amendment to Article XIIIA was
adopted in June 1986 by initiative which exempts any bonded indebtedness approved by two-thirds
of the votes cast by voters for the acquisition or improvement of real property from the 1 percent
limitation.

Since its adoption, Article XIIIA has been amended a number of times. One such
amendment generally provides that the purchase or transfer of (i) real property between spouses or
(ii) the principal residence and the first $1,000,000 of the full cash value of other real property
between parents and children, do not constitute a “purchase” or “change of ownership” triggering
reassessment under Article XIIIA. Other amendments permitted the Legislature to allow persons
over 55 who sell their residence and, on or after November 5, 1986, buy or build another of equal or
lesser value within two years in the same county, to transfer the old residence’s assessed value to the
new residence, and permitted the Legislature to authorize each county under certain circumstances to
adopt an ordinance making such transfers of assessed value applicable to situations in which the
replacement dwelling purchased or constructed after November 8, 1988, is located within the county
and the original property is located in another county within the State.

In the October 1990 election, the voters approved additional amendments to Article XIIIA
permitting the State Legislature to extend the replacement dwelling provisions applicable to persons
over 55 to severely disabled homeowners for replacement dwellings purchased or newly constructed
on or after June 5, 1990, and to exclude from the definition of “new construction” triggering
reassessment improvements to certain dwellings for the purpose of making the dwelling more
accessible to severely disabled persons. In the November 1990 election, the voters approved the
amendment of Article XIIIA to permit the State Legislature to exclude from the definition of “new
construction” seismic retrofitting improvements or improvements utilizing earthquake hazard
mitigation technologies constructed or installed in existing buildings after November 6, 1990.
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In March 1996, the voters approved a further amendment to Article XIIIA which extended
the above described parent child reassessment exemption to transfers from grandparents to
grandchildren under certain circumstances.

Proposition 1 was adopted by initiative in the November 1998 general -election.
Proposition 1 further amends Article XIIIA to allow the repair or replacement of environmentally
contaminated property or structures without increasing the tax valuation of the original or
replacement property.

In November 2000, the voters approved Proposition 39 which provided an alternative method
of seeking voter approval for bonded indebtedness for school facilities.

There have been many challenges to Article XIIIA of the California Constitution. In the
early 1990’s, the United States Supreme Court heard the appeal in Nordlinger v. Hahn, a challenge
relating to residential property. Based upon the facts presented in Nordlinger, the United States
Supreme Court held that the method of property tax assessment under Article XIIIA did not violate
the federal Constitution. The Agency cannot predict whether there will be any future challenges to
California’s present system of property tax assessment and cannot evaluate the ultimate effect on the
Agency’s receipt of tax increment revenues should a future decision hold unconstitutional the method
of assessing property.

Implementing Legislation

Legislation enacted by the California Legislation to implement Article XIIIA (Statutes of
1978, Chapter 292, as amended) provides that each county will levy the maximum tax permitted by
Article XIIIA, $1.00 per $100 assessed valuation (based on the traditional practice in California of
using 25% of full cash value as the assessed value for tax purposes).

The apportionment of property taxes in fiscal years after 1978-79 has been revised pursuant
to Statutes of 1979, Chapter 282 which provides relief funds from State moneys beginning in fiscal
year 1978-79 and is designed to provide a permanent system for sharing State taxes and budget
surplus funds with local agencies. Under Chapter 282, cities and counties receive about one-third
more of the remaining property tax revenues collected under Proposition 13 instead of direct State
aid. School districts receive a correspondingly reduced amount of property taxes, but receive
compensation directly from the State and are given additional relief. Chapter 282 does not affect the
derivation of the base levy ($1.00 per $100 taxable valuation) and the bonded debt tax rate.

Future assessed valuation growth allowed under Article XIIIA (new construction, change of
ownership, 2% annual value growth) is allocated on the basis of “situs” among the jurisdictions that
serve the tax rate area within which the growth occurs except for certain utility property assessed by
the State Board of Equalization which is allocated by a different method discussed herein.

Exclusion of Tax Revenues for General Obligation Bonds Debt Service

An initiative to amend the California Constitution entitled “Property Tax Revenues
Redevelopment Agencies” was approved by California voters at the November 8, 1988 general
election. Under prior law, a redevelopment agency using tax increment revenue received additional
property tax revenue whenever a local government increased its property tax rate to pay off its
general obligation bonds. This initiative amended the California Constitution to allow the California
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Legislature to prohibit redevelopment agencies from receiving any of the property tax revenues
raised by increased property tax rates imposed by local governments to make payments on their
bonded indebtedness.

The initiative only applies to tax rates levied to finance general obligation bonds approved by
the voters on or after January 1, 1989. Any revenue reduction to redevelopment agencies would
depend on the number and value of the general obligation bonds approved by voters in prior years,
which tax rate will reduce due to increased valuation subject to the tax or the retirement of the
indebtedness.

Property Tax Collection Procedures

Classifications. In California, property which is subject to ad valorem taxes is classified as
“secured” or “unsecured.” Secured and unsecured property are entered on separate parts of the
assessment roll maintained by the county assessor. The secured classification includes property on
which any property tax levied by the county becomes a lien on that property sufficient, in the opinion
of the county assessor, to secure payment of the taxes. Every tax which becomes a lien on secured
property has priority over all other liens on the secured property, regardless of the time of the
creation of other liens. A tax levied on unsecured property does not become a lien against the taxes
on unsecured property, but may become a lien on certain other property owned by the taxpayer.

Collections. The method of collecting delinquent taxes is substantially different for the two
classifications of property. The taxing authority has four ways of collecting unsecured property taxes
in the absence of timely payment by the taxpayer: (1) a civil action against the taxpayer; (2) filing a
certificate in the office of the county clerk specifying certain facts in order to obtain a judgment lien
on certain property of the taxpayer (3) filing a certificate of delinquency for record in the county
recorder’s office, in order to obtain a lien on certain property of the taxpayer; and (4) seizure and sale
of the personal property, improvements or possessory interests belonging or assessed to the assessee.

The exclusive means of enforcing the payment of delinquent taxes with respect to property
on the secured roll is the sale of property securing the taxes to the State for the amount of taxes
which are delinquent.

Historically, tax payment practices of the County provided for payment to the Agencies of
approximately 50% of the secured taxes in early May of each year. In accordance with the County’s
current policy, the Agency expects to receive approximately 50% of the secured taxes by the third
week in January of each year, approximately 45% of the secured taxes in early May of each year and
the remaining 5.1 of secured taxes by August of each year.

Penalties. A 10% penalty is added to delinquent taxes which have been levied with respect
to property on the secured roll. In addition, property on the secured roll on which taxes are
delinquent is sold to the State on or about June 30 of the fiscal year. Such property may thereafter be
redeemed by payment of the delinquent taxes and a delinquency penalty, plus a redemption penalty
of 1/2% per month to the time of redemption. If taxes are unpaid for a period of five years or more,
the property is deeded to the State and then is subject to sale by the county tax collector. A 10%
penalty also applies to the delinquent taxes on property on the unsecured roll, and further, an
additional penalty of 1'2% per month accrues with respect to such taxes beginning the first day of the
third month following the delinquency date.
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Delinquencies. The valuation of property is determined as of January 1 each year and equal
installments of taxes levied upon secured property become delinquent on the following December 10
and April 10. Taxes on unsecured property become delinquent on August 31.

Supplemental Assessments. A bill enacted in 1983, SB 813 (Statutes of 1983, Chapter 498),
provides for the supplemental assessment and taxation of property as of the occurrence of a change in
ownership or completion of new construction. Previously, statutes enabled the assessment of such
changes only as of the next tax lien date (March 1 was used as the lien date as of the enactment of
Chapter 498; however, as discussed below, the lien date was changed by legislation enacted in 1995)
following the change and thus delayed the realization of increased property taxes from the new
assessments for up to 14 months. As enacted, Chapter 498 provides increased revenue to
redevelopment agencies to the extent that supplemental assessments as a result of new construction
or changes of ownership occur within the boundaries of redevelopment projects subsequent to the
lien date. To the extent such supplemental assessments occur within the Project Area, Tax Revenues
may increase. As a result of legislation enacted in 1995 (SB 327 and SB 722, chaptered as
Chapter 499 to 497, respectively), commencing as of January 1, 1997, the lien date for locally
assessed property tax has been changed from March 1 to January I; the initial change was
implemented by the use of January 1, 1997 in place of March 1, 1997 as the lien date. The first day
of January for each succeeding year shall be the lien date. Tax Increment Revenues resulting from
supplemental assessments are not included in revenue projections of the Financial Advisor.

Tax Collection Fees

Recent legislation enacted by the State Legislature authorizes county auditors to determine
property tax administration costs proportionately attributable to local jurisdictions and to submit
invoices to the jurisdictions for such costs.  Subsequent legislation specifically includes
redevelopment agencies among the entities which are subject to a property tax administration charge.
The projections of Tax Revenues pledged to the Bonds are net of such administrative costs.

Unitary Property

As the result of the passage of AB 2890 (Chapter 1457, Statutes of 1986) and AB 454
(Chapter 921, Statutes of 1987), commencing with the 1988/89 fiscal year, assessed value derived
from State-assessed utility property (“Unitary Property”) is to be allocated as follows: (1) each
jurisdiction, including the Project Areas, will receive up to 102% of its prior year State-assessed
revenue; and (2) if county-wide revenues generated from Unitary Property are less than the previous
year’s revenues or greater than 102% of the previous year’s revenues, each jurisdiction will share the
burden of the shortfall or excess revenues by a specified formula. This provision applies to all
Unitary Property except railroads, whose valuation will continue to be allocated to individual tax rate
areas.

The provisions of AB 454 do not constitute an elimination of the assessment of any State-
assessed properties nor a revision of the method of assessing utilities by the State Board of
Equalization. Generally, AB 454 allows valuation growth or decline of Unitary Property to be shared
by all jurisdictions in a county.
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Appropriations Limitations: Article XIIIB of the California Constitution

Article XIIIB limits the annual appropriations of the State and its political subdivisions to the
level of appropriations for the prior fiscal year, as adjusted for changes in the cost of living,
population and services rendered by the government entity. The “base year” for establishing such
appropriations limit is the 1978/79 fiscal year, and the limit is to be adjusted annually to reflect
changes in population, consumer prices and certain increases in the cost of services provided by these
public agencies.

Section 33678 of the Law provides that the allocation of taxes to a redevelopment agency for
the purpose of paying principal of, or interest on, loans, advances, or indebtedness shall not be
deemed the receipt by an agency of proceeds of taxes levied by or on behalf of an agency within the
meaning of Article XIIIB, nor shall such portion of taxes be deemed receipt of proceeds of taxes by,
or an appropriation subject to the limitation of, any other public body within the meaning or for the
purpose of the Constitution and laws of the State, including Section 33678 of the Law. The
constitutionality of Section 33678 has been upheld in two California appellate court decisions.

Future Initiatives

Article XIIIA, Article XIIIB and Proposition 62 were each adopted as measures that qualified
for the ballot pursuant to California’s initiative process. From time to time other initiative measures
could be adopted, further affecting Agency revenues or the Agency’s ability to expend revenues.

Levy and Collection of Taxes

The Agency has no independent power to levy and collect property taxes. Any reduction in
the tax rate or the implementation of any constitutional or legislative property tax decrease could
reduce the Tax Revenues, and accordingly, could have an adverse impact on the ability of the
Agency to repay the Bonds. Likewise, delinquencies in the payment of property taxes and the impact
of bankruptcy proceedings on the legal ability of taxing agencies to collect property taxes could have
an adverse effect on the Agency’s ability to make timely Bond payments.

Teeter Plan Termination

The County implemented the Teeter Plan as an alternate procedure for the distribution of
certain property tax and assessment levies on the secured roll. Pursuant to the Teeter Plan, the
County has elected to provide local agencies and taxing areas, including the Agency, with full tax
and assessment levies instead of actual tax and assessment collections. In return, the County is
entitled to retain all delinquent tax and assessment payments, penalties and interest. Thus, the Teeter
Plan may help protect Owners of the Bonds from the risk of delinquencies in the payment of
ad valorem taxes. However, the County is entitled, and under certain circumstances could be
required, to terminate the Teeter Plan with respect to all or part of the local agencies and taxing areas
covered thereby. A termination of the Teeter Plan with respect to the Agency would eliminate such
protection from delinquent ad valorem taxes.
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CONCLUDING INFORMATION
Ratings

As mentioned above, Standard & Poor’s has assigned the respective municipal rating of
” to this issue of Bonds with the understanding that upon delivery of the Bonds, [an
Insurance Policy insuring the payment when due of the principal of and interest on the Bonds

(13

will be issued by . These ratings reflect the rating agency’s view of the
creditworthiness of the Bond Insurer.] In addition, Standard & Poor’s has assigned an underlying
municipal bond rating of “  ” to the Bonds. This rating reflects the view of Standard & Poor’s as

to the credit quality of the Bonds without regard to the delivery of the Insurance Policy. The
explanation of the significance of the ratings may be obtained from Standard & Poor’s Ratings
Services, 55 Water Street, New York, New York 10041 (212) 438-2124. There is no assurance that
the ratings will continue for any given period of time or that it will not be revised downward or
withdrawn entirely by the respective rating agency, if in the judgment of the rating agency
circumstances so warrant. Any such downward revision or withdrawal of the ratings may have an
adverse effect on the market price of the Bonds.

Underwriting

E. J. De la Rosa & Co., Inc. will purchase the Bonds at an original purchase price of

$ for the Bonds (which represents the original aggregate principal amount
of the Bonds of $ , plus original issue premium/less original issue discount of
$ less the Underwriter’s discount of $§

The Underwriter intends to offer the Bonds to the public initially at the yields set forth on the cover
page of this Official Statement, which yields may subsequently change without any requirement of
prior notice.

The Underwriter reserves the right to join with dealers and other underwriters in offering the
Bonds to the public. The Underwriter may offer and sell Bonds to certain dealers (including dealers
depositing Bonds into investment trusts) at prices lower than the public offering prices, and such
dealers may reallow any such discounts on sales to other dealers.

Tax Matters

In the opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport
Beach, California (“Bond Counsel”), under existing statutes, regulations, rulings and judicial
decisions, and assuming the accuracy of certain representations and compliance with certain
covenants and requirements described herein, interest on the Bonds is excluded from gross income
for federal income tax purposes and is not an item of tax preference for purposes of calculating the
federal alternative minimum tax imposed on individuals and corporations. In the further opinion of
Bond Counsel, interest on the Bonds is exempt from State of California personal income tax. Bond
Counsel notes that, with respect to corporations, interest on the Bonds may be included as an
adjustment in the calculation of alternative minimum taxable income which may affect the alternative
minimum tax liability of such corporations.

The difference between the issue price of a Bond (the first price at which a substantial
amount of the Bonds of the same series and maturity is to be sold to the public) and the stated
redemption price at maturity with respect to such Bond constitutes original issue discount. Original
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issue discount accrues under a constant yield method, and original issue discount will accrue to a
Bond Owner before receipt of cash attributable to such excludable income. The amount of original
issue discount deemed received by the Bond Owner will increase the Bond Owner’s basis in the
Bond. In the opinion of Bond Counsel, the amount of original issue discount that accrues to the
owner of the Bond is excluded from the gross income of such owner for federal income tax purposes,
is not an item of tax preference for purposes of the federal alternative minimum tax imposed on
individuals and corporations, and is exempt from State of California personal income tax.

Bond Counsel’s opinion as to the exclusion from gross income of interest (and original issue
discount) on the Bonds is based upon certain representations of fact and certifications made by the
Agency and others and is subject to the condition that the Agency complies with all requirements of
the Internal Revenue Code of 1986, as amended (the “Code”), that must be satisfied subsequent to
the issuance of the Bonds to assure that interest (and original issue discount) on the Bonds will not
become includable in gross income for federal income tax purposes. Failure to comply with such
requirements of the Code might cause the interest (and original issue discount) on the Bonds to be
included in gross income for federal income tax purposes retroactive to the date of issuance of the
Bonds. The Agency has covenanted to comply with all such requirements.

The amount by which a Bond Owner’s original basis for determining loss on sale or
exchange in the applicable Bond (generally, the purchase price) exceeds the amount payable on
maturity (or on an earlier call date) constitutes amortizable Bond premium, which must be amortized
under Section 171 of the Code; such amortizable Bond premium reduces the Bond Owner’s basis in
the applicable Bond (and the amount of tax-exempt interest received), and is not deductible for
federal income tax purposes. The basis reduction as a result of the amortization of Bond premium
may result in a Bond Owner realizing a taxable gain when a Bond is sold by the Owner for an
amount equal to or less (under certain circumstances) than the original cost of the Bond to the
Owner. Purchasers of the Bonds should consult their own tax advisors as to the treatment,
computation and collateral consequences of amortizable Bond premium.

The Internal Revenue Service (the “IRS”) has initiated an expended program for the auditing
of tax-exempt bond issues, including both random and targeted audits. It is possible that the Bonds
will be selected for audit by the IRS. It is also possible that the market value of the Bonds might be
affected as a result of such an audit of the Bonds (or by an audit of similar bonds).

Bond Counsel’s opinions may be affected by actions taken (or not taken) or events occurring
(or not occurring) after the date hereof. Bond Counsel has not undertaken to determine, or to inform
any person, whether any such actions or events are taken or do occur. The Indenture and the Tax
Certificate relating to the Bonds permit certain actions to be taken or to be omitted if a favorable
opinion of Bond Counsel is provided with respect thereto. Bond Counsel expresses no opinion as to
the exclusion from gross income of interest (and original issue discount) on the Bonds for federal
income tax purposes with respect to any Bond if any such action is taken or omitted based upon the
advice of counsel other than Stradling Yocca Carlson & Rauth, a Professional Corporation.

Although Bond Counsel has rendered an opinion that interest (and original issue discount) on
the Bonds is excluded from gross income for federal income tax purposes provided that the Agency
continues to comply with certain requirements of the Code, the ownership of the Bonds and the
accrual or receipt of interest (and original issue discount) with respect to the Bonds may otherwise
affect the tax liability of certain persons. Bond Counsel expresses no opinion regarding any such tax
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consequences. Accordingly, before purchasing any of the Bonds, all potential purchasers should
consult their tax advisors with respect to collateral tax consequences relating to the Bonds.

A copy of the proposed form of opinion of Bond Counsel is attached hereto as Appendix D.
No Litigation

There is no action, suit or proceeding known to the Agency to be pending or threatened,
restraining or enjoining the execution or delivery of the Bonds or the Indenture or in any way
contesting or affecting the validity of the foregoing or any proceedings of the Agency taken with
respect to any of the foregoing.

Verification of Mathematical Computations

The Verification Agent, upon delivery of the Bonds, will deliver a report on the
Mathematical accuracy of certain computations, contained in schedules provided to them which are
prepared by the Underwriter, relating to the sufficiency of moneys and securities deposited into the
Escrow Account to pay, when due, the principal, whether at maturity or upon prior prepayment,
interest and prepayment premium requirements of the 1999 Bonds. The Verification Agent will also
be responsible for the verification of arbitrage and the yield on the escrow.

Legality for Investment in California

The Law provides that obligations authorized and issued under the Law shall be legal
investments for all banks, trust companies and savings banks, insurance companies, and various other
financial institutions, as well as for trust funds. The Bonds are also authorized security for public
deposits under the Law.

The Superintendent of Banks of the State of California has previously ruled that obligations
of a redevelopment agency are eligible for savings bank investment in California.

Continuing Disclosure

The Agency will enter into a Continuing Disclosure Agreement with U.S. Bank, National
Association as dissemination agent, pursuant to Rule 15¢2-12 promulgated by the U.S. Securities and
Exchange Commission under the Securities Exchange Act of 1934, as amended and will undertake
thereunder to provide certain financial information and operating data for each fiscal year, not later
than nine (9) months following the end of each fiscal year, commencing with the report for the 2007-
08 fiscal year (the “Annual Report”), and to provide notices of the occurrence of certain other
enumerated events, if material. The Annual Report will be filed by the Agency with each Nationally
Recognized Municipal Securities Information Repository certified by the Securities and Exchange
Commission (the “Repositories”) and with the appropriate State repository, if any. The notices of
material events will be timely filed by the Agency with the Municipal Securities Rulemaking Board
and the appropriate State repository, if any. [The Agency has never failed to comply in all
material respects with any previous undertaking pursuant to Rule 15¢2-12 to provide annual
reports or notices of material events.] The specific nature of the information to be disclosed and
the material events subject to notice are described in APPENDIX E—“FORM OF CONTINUING
DISCLOSURE AGREEMENT.”
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Miscellaneous

All of the preceding summaries of the Indenture, the Law, other applicable legislation, the
Redevelopment Plan for the Project Area, agreements and other documents are made subject to the
provisions of such documents respectively and do not purport to be complete statements of any or all
of such provisions. Reference is hereby made to such documents on file with the Agency for further
information in connection therewith.

This Official Statement does not constitute a contract with the purchasers of the Bonds. Any
statements made in this Official Statement involving matters of opinion or estimates, whether or not
so expressly stated, are set forth as such and not as representations of fact, and no representation is
made that any of the estimates will be realized.

The execution and delivery of this Official Statement by its Authorized Officer has been duly
authorized by the Agency.

CITY OF RIDGECREST
By:
Chairman
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APPENDIX A

SUPPLEMENTAL INFORMATION OF
THE CITY OF RIDGECREST

The following information concerning the City of Ridgecrest and surrounding areas is
included only for the purpose of supplying general information regarding the community. The Bonds
are not a debt of the City of Ridgecrest, the State of California or any of its political subdivisions, and
neither said City, said State nor any of its political subdivisions is liable therefor.

General Description and Background

Incorporated in 1963, the City now functions under a Council/Manager form of Government.
A five-member City Council, including the Mayor, is elected at large. The City Manager is
appointed by the City Council.

Population

The following sets forth the City, the County and the State population estimates from
January 1, 2004 to January 1, 2007:

Kern County and State of California
Estimated Population

Year City of Kern State of
(January 1) Ridgecrest County California
2004 27,182 730,493 36,199,342
2005 27,413 753,395 36,675,346
2006 27,465 777,719 37,114,598
2007 27,910 800,699 37,559,440
2008 28,038 817,517 38,049,462

Source: State of California Department of Finance, E-4 Reports, 2004-2008. Demographic Research Unit.
Economic Condition and Outlook

Ridgecrest is located in the southern portion of the Indian Wells Valley and in the northeast
corner of Kern County, surrounded by four mountain ranges; the Sierra Nevada on the west, the
Cosos on the north, the Argus Range on the east, and the El Paso Mountains on the south. It is
approximately an hour and quarter from the Lancaster/Palmdale area and approximately two hours
from both Bakersfield and San Bernardino. The City’s location and proximity to Highways 395 and
14 make Ridgecrest a central location for shopping and business for the Eastern Kern County area.
Ridgecrest is also easily accessible to the rest of Southern California making it an ideal location for
industry. Ridgecrest evolved during the 1950’s and 1960’s as a support community, vital to the
mission of the Navy, by providing housing and services for Federal employees and contractors.
Ridgecrest provides shopping for over 40,000 people throughout the Indian Wells Valley.

There were 585 building permits issued in the City for the fiscal year ended June 30, 2007,
compared with 768, 465 and 473 for the three preceding fiscal years.
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As with most cities, Ridgecrest has to rely on additional sales tax dollars to increase its
general fund revenue. There are three restaurants in the Ridgecrest Business Park, namely, the fast
food chain Taco Bell, Nick’s Café and a local pizzeria called Nickoletti’s. In April 2008, the
business park welcomed the opening of Spring Hill Suites by Marriott. This hotel is a 57,000 square
foot 3-story building featuring 93 suites and three meeting rooms with a total meeting space of 3,964
square feet. Completion of the 24,000 square foot office building that is adjacent to the hotel is
expected in 2009. Hampton Inn is slated to start construction of their hotel in the business park this
year with the scheduled hotel opening in 2009. The City stands to benefit from this and other
development through additional property and sales taxes, transient occupancy taxes as well as
addition of jobs for its residents.

City’s Financial Statistics
A summary of the City’s tax levies and collections is as follows:

Property Tax Levies and Collections
Fiscal Years 2001-2002 to 2006-07

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07
Current Levy 3,311,476 3,446,694 3,915,945 4,958,439 5,822,621 7,413,971
Total Current
Collections 3.307.514 3.441.268 3.908.652 4,953,104 5,817,552 7,406,500
Outstanding
Delinquent Taxes 3,962 5,426 7,293 5,335 5,070 7471

' Collection in excess of Current Levy is due to supplemental tax roll adjustment made during the year.
Source: Kern County Office of Auditor-Controller.

Property Taxes

[Property taxes are levied for each fiscal year on taxable real and personal property as of the
preceding March 1 (January 1 beginning for fiscal year 1999-00). For assessment and collection
purposes, property is classified either as “secured” or “unsecured” and is listed accordingly on
separate parts of the assessment roll. The “secured roll” is that part of the assessment roll containing
State-assessed public utilities property and real property the taxes on which are a lien sufficient, in
the opinion of the County Assessor, to secure payment of the taxes. Other property is assessed on the
“unsecured roll.”

Property taxes on the secured roll are due in two installments, on November 1 and March 1 of
each fiscal year, and become delinquent on December 10 and April 10, respectively. A penalty of
10% attaches immediately to all delinquent payments. Properties on the secured roll with respect to
which taxes are delinquent become tax defaulted on or about June 30 of the fiscal year. Such
property may thereafter be redeemed by payment of a penalty of 1/2% per month to the time of
redemption, plus costs and a redemption fee. If taxes are unpaid for a period of five years or more,
the property is deeded to the State and may be sold at public auction.

Property taxes on the unsecured roll are due as of the January 1 lien date and become
delinquent on August 31. A 10% penalty attaches to delinquent unsecured taxes. If unsecured taxes
are unpaid at 5:00 p.m. on October 31, an additional penalty of 1% attaches to them on the first day
of each month until paid. The County has four ways of collecting delinquent unsecured personal
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property taxes: (a) a civil action against the taxpayer; (b) filing a judgment in the office of the County
Clerk specifying certain facts in order to obtain a lien on certain property of the taxpayer; (c) filing a
certificate of delinquency for record in the County Recorder’s office in order to obtain a lien on
certain property of the taxpayer; and (d) seizure and sale of personal property, improvements or
possessory interests belonging or assessed to the assessee.

Beginning in 1978-79, Proposition 13 and its implementing legislation shifted the function of
property tax allocation to the counties, except for levies to support prior voted debt, and prescribed
how levies on county-wide property values are to be shared with local taxing entities within each
county.]

A summary of the City’s assessed values of taxable property is as follows:

Assessed Values of Taxable Property
Fiscal Years 2000-01 to 2007-08

Total

Secured Unsecured Non-Unitary Assessed

Fiscal Year Valuation Valuation Valuation Valuation
2000-01 756,837,763 24,492,421 300 781,330,184
2001-02 748,908,959 29,040,489 800 758,417,742
2002-03 758,417,742 26,364,231 800 784,781,973
2003-04 809,016,893 26,204,300 800 835,221,193
2004-05 884,496,272 27,381,729 842,761 911,878,001
2005-06 1,009,674,872 25,945,508 842,761 1,035,620,380
2006-07 1,165,068,633 28,608,295 842,761 1,193,676,928
2007-08 1,330,984,553 29,285,878 842,761 1,360,270,431

Source: Kern County Auditor-Controller.
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Commerce

The number of establishments selling merchandise subject to sales tax and the valuation of
taxable transactions is presented in the following table.

City of Ridgecrest
Taxable Retail Sales
Number of Permits and Valuation of Taxable Transactions
(in Thousands of Dollars)

Retail Stores Total All Outlets
Number of Taxable Number of Taxable
Permits Transactions Permits Transactions
2002 345 193,865 679 216,536
2003 341 201,253 690 223,546
2004 335 222,934 687 245,237
2005 351 248,826 698 275,216
2006 380 259,975 701 285,824
2007 N/A 63,694 N/A 69,950

" Figures through second quarter 2007.
Source: California State Board of Equalization, Taxable Sales in California (Sales & Use Tax).
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Employment and Industry

The City of Ridgecrest is included in the Kern County Area labor market. The following
table shows the average annual estimated numbers of wage and salary workers by industry. Does not
include proprietors, the self-employed, unpaid volunteers or family workers, domestic workers in
households, and persons in labor management disputes. Employment reported by place of work.

Industry 2003 2004 2005 2006 2007

Total Farm 41,900 39,500 44,400 45,300 45,200
Natural Resources and Mining 8,000 8,100 8,500 9,400 9,800
Construction 13,600 15,400 18,200 20,000 18,600
Manufacturing 12,600 12,700 12,400 13,000 13,300
Trade, Transportation and Utilities 39,700 41,100 43,600 46,200 46,600
Information 2,500 2,500 2,500 2,700 2,800
Financial Activities 8,300 8,600 8,700 9,000 9,100
Professional and Business Services 21,700 21,700 23,000 25,000 26,300
Educational and Health Services 21,300 21,600 22,200 23,000 24,400
Leisure and Hospitality 18,000 19,000 20,100 20,700 21,300
Other Services 6,900 7,000 7,100 6,800 6,800
Government 54,500 54,000 55,800 57,000 60,000

Total All Industries'"” 249,000 251,300 266,500 278.600 283,900
Total Civilian Labor Force'® 313,700 317,200 330,400 341,600 351,900
Total Unemployment 32,400 31,500 27,900 25,900 29,100
Unemployment Rate 10.3% 9.9% 8.4% 7.6% 8.3%

" Industry employment is by place of work; excludes self-employed individuals, unpaid family workers, household domestic

workers and workers on strike.

Labor force data is by place of residence; includes self-employed individuals, unpaid family workers, household domestic
workers and workers on strike.

Source: State Employment Development Department, Labor Market Information Division.

@

Major Employers
The following listing sets forth the top employers in the City of Ridgecrest as of June 30,
2007:
Company Employees Project/Service

Naval Air Weapons Station China Lake 5,764 Military

Sierra Sands Unified School District 600 Education

Searles Valley Minerals 550 Mining

Ridgecrest Regional Hospital 380 Healthcare

Cerro Coso Community College 317 Education

Wal-Mart 268 Retail

City of Ridgecrest 200 City Government

Wyle Laboratories 174 Engineering Firm

SA-Tech 164 Computer System Applications

Alta One Federal Credit Union 160 Banking

Source: MuniServices, LLC.
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Construction Activity

The following is a five-year summary of the valuation of residential building permits issued
in the City.

City of Ridgecrest
Building Permit Valuation
(Valuation in Thousands of Dollars)

2003 2004 2005 2006 2007

Residential

New Single-Dwelling 6,030,443 6,971,888 25,534,091 21,086,580 5,740,026

New Multi-Dwelling 0 0 0 700,760 8.043.419

Total Residential 6.798.932 7.880.716 23,955,747 23.279.405 14.672.724
No. of New Dwelling Units

Single-Dwelling 39 46 168 153 49

Multi-Dwelling 0 0 0 7 80

Total Dwelling Units 39 46 168 160 129

Source: Construction Industry Research Board.
Transportation

Air transportation for the City is served by Inyokern Airport. The airport is about ten miles
away from the City and provides several daily flights to Inyokern and Los Angeles International
Airport (LAX). Skywest provides this service. Air transport is also available via two-hour drive
either to Ontario for the Ontario International Airport, or to Bakersfield for Meadows Field Airport.

The three main highways traversing the Ridgecrest area are US Highway 395, which
provides access to points north and south, State Route 14 which also passes in a north-south direction
and State Route 178 which has an east-west orientation.

Local bus is provided by the City’s Ridgecrest Transit System. Kern Regional Transit runs
the Mojave Ridgecrest Express. This lines provides transportation between Ridgecrest, California
City and Mojave where passengers can have a connecting ride in Mojave through the East Kern
Express. East Kern Express serves the Mojave, Bakersfield, Keene, Tehachapi, Rosamond and
Lancaster areas. Inyo-Mono Transit also provides bus service between Ridgecrest and fixed stops
between the Bishop and Reno areas.
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APPENDIX B

DEFINITIONS

[to come]

The following are definitions of certain terms contained in the Indenture and used in this
Official Statement.

For all purposes of the Indenture, except as otherwise expressly provided or unless the
context otherwise requires:
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[APPENDIX C

FORM OF INSURANCE POLICY]

[TO COME]
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APPENDIX D

FORM OF OPINION OF BOND COUNSEL

[Closing Date]
Ridgecrest Redevelopment Agency
Ridgecrest, California
Re: $ Ridgecrest Redevelopment Agency Ridgecrest Redevelopment

Project Tax Allocation Refunding Bonds Series 2008
Ladies and Gentlemen:

We have examined certified copies of proceedings of the Ridgecrest Redevelopment Agency
(the “Agency”), and to the issuance and sale by the Agency of its Ridgecrest Redevelopment Agency
Tax Allocation Refunding Bonds Series 2008 (the “Bonds”) and such other information and
documents as we consider necessary to render this opinion. In rendering this opinion, we also have
relied upon certain representations of fact and certifications made by the Agency, the original
purchasers of the Bonds and others. We have not undertaken to verify through independent
investigation the accuracy of the representations and certifications relied upon by us.

The Bonds have been issued pursuant to the provisions of the Community Redevelopment
Law of the State of California, constituting Part 1 of Division 24 of the Health and Safety Code of
the State of California, a resolution of the Agency adopted on July 16, 2008 (the “Resolution”), and
in accordance with the terms and conditions of an Indenture of Trust dated as of August 1, 2008 (the
“Indenture”), by and between the Agency and U.S. Bank National Association, as trustee. All terms
not defined herein have the meanings ascribed to those terms in the Indenture.

The Bonds are dated the date of original delivery of the Bonds, and mature on the dates and
bear interest at the rates per annum set forth in the Indenture. The Bonds are registered Bonds in the
form set forth in the Indenture, redeemable in the amounts, at the times and in the manner provided
for in the Indenture. The Bonds are issued and secured on a parity with the Agency’s 2002 Tax
Allocation Bonds in the original aggregate principal amount of $4,475,000, to the extent set forth in
the Indenture.

Based upon our examination of all of the foregoing, and in reliance thereon, and on all
matters of fact as we deem relevant under the circumstances, and upon consideration of applicable
laws, we are of the opinion that:

1. The Bonds have been duly and validly authorized by the Agency and are valid and
binding special obligations of the Agency and, except as specifically limited in the Indenture,
payable solely from Pledged Revenues and other sources as and to the extent provided for in the
Indenture. The Bonds are enforceable in accordance with their terms and the terms of the Indenture,
subject to bankruptcy, insolvency, reorganization, moratorium, fraudulent conveyance or other
similar laws affecting creditors’ rights to the application of equitable principles if equitable remedies
are sought, to the exercise of judicial discretion in appropriate cases and to the limitations on legal
remedies against public agencies in the State of California.
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2. The Indenture has been duly authorized by the Agency, is valid and binding upon the
Agency and is enforceable in accordance with its terms, subject to bankruptcy, insolvency,
reorganization, moratorium, fraudulent conveyance or other laws affecting creditors’ rights, to the
application of equitable principles if equitable remedies are sought, to the exercise of judicial
discretion in appropriate cases and to limitations on legal remedies against public agencies in the
State of California, except that we express no opinion as to any provisions therein relating to
indemnification, penalty, contribution, choice of law, choice of forum or waiver.

3. Under existing statutes, regulations, rulings and judicial decisions, interest (and
original issue discount) on the Bonds is excluded from gross income for federal income tax purposes,
and such interest (and original issue discount) is not an item of tax preference for purposes of
calculating the federal alternative minimum tax imposed on individuals and corporations; however,
we note that, with respect to corporations, such interest (and original issue discount) on the Bonds
will be included as an adjustment in the calculation of alternative minimum taxable income which
may affect such corporation’s alternative minimum tax liability.

4. Interest on the Bonds is exempt from State of California personal income tax.

5. The difference between the issue price of a Bond (the first price at which a substantial
amount of the Bonds of a maturity are to be sold to the public) and the stated redemption price at
maturity with respect to such Bond constitutes original issue discount. Original issue discount
accrues under a constant yield method, and original issue discount will accrue to a Bond owner
before receipt of cash attributable to such excludable income. The amount of original issue discount
deemed received by a Bond owner will increase the Bond owner’s basis in the applicable Bond.
Original issue discount that accrues to the Bond owner is excluded from the gross income of such
owner for federal income tax purposes, is not an item of tax preference for purposes of the federal
alternative minimum tax imposed on individuals and corporations (as described in paragraph 3
above), and is exempt from State of California personal income tax.

6. The amount by which a Bond owner’s original basis for determining loss on sale or
exchange in the applicable Bond (generally the purchase price) exceeds the amount payable on
maturity (or on an earlier call date) constitutes amortizable Bond premium which must be amortized
under Section 171 of the Internal Revenue Code of 1986, as amended (the “Code”); such amortizable
Bond premium reduces the Bond owner’s basis in the applicable Bond (and the amount of tax-
exempt interest received) and is not deductible for federal income tax purposes. The basis reduction
as a result of the amortization of Bond premium may result in a Bond owner realizing a taxable gain
when a Bond is sold by the owner for an amount equal to or less (under certain circumstances) than
the original cost of the Bond to the owner.

The opinions set forth in paragraphs 3, 5 and 6 above are subject to the condition that the
Agency comply with certain covenants and the applicable requirements of the Code, that must be
satisfied subsequent to the issuance of the Bonds to assure that interest (and original issue discount)
on the Bonds will remain excludable from gross income for federal income tax purposes. Failure to
comply with such covenants and requirements may cause interest (and original issue discount) on the
Bonds to be included in gross income for federal income tax purposes retroactive to the date of
issuance of the Bonds. The Agency has covenanted to comply with all such requirements. We
express no opinion regarding other tax consequences with respect to the Bonds.
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Certain requirements and procedures contained or referred to in the Indenture and the Tax
Certificate may be changed, and certain actions may be taken, under the circumstances and subject to
the terms and conditions set forth in such documents, upon the advice or with the approving opinion
of counsel nationally recognized in the area of tax-exempt obligations. We express no opinion as to
the exclusion of interest (and original issue discount) on the Bonds from gross income for federal
income tax purposes on and after the date on which any such change occurs or action is taken upon
the advice or approval of counsel other than Stradling Yocca Carlson & Rauth, a Professional
Corporation.

The opinions expressed herein are based on an analysis of existing statutes, regulations,
rulings and judicial decisions and cover certain matters not directly addressed by such authorities.
Such opinions may be affected by actions taken (or not taken) or events occurring (or not occurring)
after the date hereof. We have not undertaken to determine, or to inform any person, whether any
such actions or events are taken or do occur. Such actions or events may adversely affect the value
or tax treatment of the Bonds and we express no opinion with respect thereto.

We express no opinion herein as to the accuracy, completeness or sufficiency of the Official
Statement relating to the Bonds or other offering material relating to the Bonds and purchasers of the

Bonds should not assume that we have reviewed the Official Statement on their behalf.

Respectfully submitted,
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APPENDIX E

FORM OF CONTINUING DISCLOSURE AGREEMENT

This Continuing Disclosure Agreement (the “Disclosure Agreement”) is executed and
delivered by the Ridgecrest Redevelopment Agency (the “Agency”) and
(the “Dissemination Agent”) in connection with the issuance of the Agency’s $
Ridgecrest Redevelopment Agency, Ridgecrest Redevelopment Project, Tax Allocation Bonds,
Series 2008 (the “Bonds™). The Bonds are being issued pursuant to an Indenture of Trust, dated as of
August 1, 2008 (the “Indenture”), by and between the Agency and U.S. Bank National Association,
as trustee (the “Trustee”). The Agency covenants and agrees as follows:

Section 1. Purpose of the Disclosure Agreement. This Disclosure Agreement is being
executed and delivered by the Agency and the Dissemination Agent for the benefit of the holders and
beneficial owners of the Bonds in order to assist the Participating Underwriters in complying with the
Rule (as defined herein).

Section 2. Definitions. In addition to the definitions set forth in the Indenture, which
apply to any capitalized term used in the Disclosure Agreement, unless otherwise defined, the
following capitalized terms shall have the following meanings:

“Annual Report” shall mean any Annual Report provided by the Agency pursuant to, and as
described in Section 3 and 4 of this Disclosure Agreement.

“Central Post Office” means to Disclosure USA website maintained by the Municipal
Advisory Council of Texas or any successor thereto, or any other organization or method approved
by the staff or members of the Securities and Exchange Commission as an intermediary through
which issuers may, in compliance with the Rule, make filings required by this Disclosure Agreement.

“Dissemination Agent” shall mean the Agency, or any successor Dissemination Agent
designated in writing by the Agency and which has filed with the Agency and the Trustee a written
acceptance of such designation.

“Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure
Agreement.

“National Repository” shall mean any Nationally Recognized Municipal Securities
Information Repository for purposes of the Rule.

“Participating Underwriter” shall mean any of the original underwriters of the Bonds required
to comply with the Rule in connection with offering of the Bonds.

“Repository” shall mean each National Repository and each State Repository.

“Rule” shall mean Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Commission
under the Securities Exchange Act of 1934, as the same may be amended from time to time.
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“State Repository” shall mean any public or private repository or entity designated by the
State of California as a state repository for the purpose of the Rule and recognized as such by the
Securities and Exchange Commission. As of the date of this Disclosure Agreement, there is no State
Repository.

Section 3. Provisions of Annual Reports.

(a) The Agency shall, or shall cause the Dissemination Agent to, not later than
nine (9) months after the end of the Agency’s fiscal year (based upon the June 30 end of the
Agency’s fiscal year), commencing with the report for the 2007-08 fiscal year, provide to each
Repository an Annual Report which is consistent with the requirements of Section4 of this
Disclosure Agreement. Not later than fifteen (15) Business Days prior to said date, the Agency shall
provide the Annual Report to the Dissemination Agent (if other than the Agency). The Annual
Report may be submitted as a single document or as separate documents comprising a package, and
may include by reference other information as provided in Section 4 of this Disclosure Agreement;
provided that the audited financial statements of the Agency may be submitted separately from the
balance of the Annual Report, and later than the date required above for the filing of the Annual
Report if not available by that date. If the Agency’s fiscal year changes, it shall give notice of such
change in the same manner as for a Listed Event under Section 5(c).

(b) If the Agency is unable to provide to the Repositories an Annual Report by
the date required in subsection (a), the Agency shall send a notice to the Municipal Securities
Rulemaking Board in substantially the form attached as Exhibit A.

(©) The Dissemination Agent shall:

(1) determine each year prior to the date for providing the Annual Report
the name and address of each National Repository and each State Repository, if any; and

(i1) if the Dissemination Agent is other than the Agency, and if, and to the
extent, the Agency has provided an Annual Report in final form to the Dissemination Agent for
dissemination, file a report with the Agency certifying that the Annual Report has been provided to
the Repositories pursuant to this Disclosure Agreement, stating the date it was provided and listing
all the Repositories to which it was provided.

Section 4. Content of Annual Reports. The Agency’s Annual Report shall contain or
incorporate by reference the following:

(a) Audited Financial Statements of the Agency prepared in accordance with
generally accepted accounting principles as promulgated to apply to governmental entities from time
to time by the Governmental Accounting Standards Board. If the Agency’s, the City’s or the
Agency’s audited financial statements are not available by the time the Annual Report is required to
be filed pursuant to Section 3(a), the Annual Report shall contain unaudited financial statements in a
format similar to the financial statements contained in the final Official Statement, and the audited
financial statements shall be filed in the same manner as the Annual Report when they become
available.
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(b) The following financial information and operating data set forth in the final
Official Statement:

(1) information for the most recent Fiscal Year substantially in the format
set forth under the heading “PLEDGED REVENUES—Schedule of Historical Pledged Revenues;

(i1) identity of pending and successful appeals of assessed values in the
Project Area, but only if (1) such information is collected and made available to the City by the
County and (2) total appeals exceed, in the aggregate, 5% of assessed value in the Project Area;

(i)  summary of Agency indebtedness payable from tax increment
generated in the Project Area, including the amount outstanding as of June 30 of the most recent
fiscal year, and information about any new Parity Debt (as defined in the Indenture relating to the
Bonds);

(iv)  during any period that the Agency and the Project Area do not
participate in the Teeter Plan, a summary of tax increment levies, collections and delinquencies in the
Project Area;

V) summary of incremental assessed values in substantially the form of
the table in the Official Statement;

(vi)  summary of Pledged Revenues and debt service coverage for the most
recent fiscal year in substantially the form of the Table under the heading “PLEDGED REVENUES”
of the Official Statement; and

(vil)  a statement of the balance in the Reserve Account established under
the Indenture and the Reserve Requirement both as of June 30 of the most recently-completed fiscal
year.

Any or all of the items listed above may be included by specific reference to other
documents, including official statements of debt issues of the Agency or related public entities,
which have been submitted to each of the Repositories or the Securities and Exchange Commission.
If the document included by reference is a final official statement, it must be available from the
Municipal Securities Rulemaking Board. The Agency shall clearly identify each such other
document so included by reference.

Section 5. Reporting of Significant Events.

(a) Pursuant to the provisions of this Section 5, the Agency shall give, or cause to
be given, notice of the occurrence of any of the following events with respect to the Bonds, if
material:

(1) Principal and interest payment delinquencies.
(i1) Non-payment related defaults.

(ii1))  Unscheduled draws on debt service reserves reflecting financial
difficulties.
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(iv)  Unscheduled draws on credit enhancements reflecting financial
difficulties.

(v) Substitution of credit or liquidity providers, or their failure to
perform.

(vi)  Adverse tax opinions or events affecting the tax-exempt status of the
security.

(vil)  Modifications to rights of security holders.
(viii))  Contingent or unscheduled bond calls.
(ix)  Defeasances.

(x) Release, substitution, or sale of property securing repayment of the
securities.

(xi)  Rating changes

(b) Whenever the Agency obtains knowledge of the occurrence of a Listed Event,
the Agency shall as soon as possible determine if such event would be material under applicable
Federal securities law. The Dissemination Agent shall have no responsibility for such determination
and shall be entitled to conclusively rely on the Agency’s determination.

(©) If the Agency determines that knowledge of the occurrence of a Listed Event
would be material under applicable Federal securities law, the Agency shall promptly file a notice of
such occurrence with the Municipal Services Rulemaking Board and each State Repository.
Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(viii) and (ix)
need not be given under this subsection any earlier than the notice (if any) of the underlying event is
given to holders of affected Bonds pursuant to the Indenture.

Section 6. Termination of Reporting Obligation. The Agency’s obligations under this
Disclosure Agreement shall terminate upon the legal defeasance, prior redemption or payment in full
of all the Bonds. If such termination occurs prior to the final maturity of the Bonds, the Agency shall
give notice of such termination in the same manner as for a Listed Event under Section 5(c¢).

Section 7. Dissemination Agent.

(a) The Agency hereby appoints and engages as
the Dissemination Agent to assist it in carrying out is obligations under this Disclosure Agreement.
The Dissemination Agent shall not be responsible in any manner for the content of any notice or
report prepared by the Agency pursuant to this Disclosure Agreement. The Agency may replace the
Dissemination Agent with or without cause. If at the time there is no designated Dissemination
Agent appointed by the Agency, the Agency shall be the Dissemination Agent and undertake or
assume its obligations hereunder.

Any company succeeding to all or substantially all of the Dissemination Agent’s
corporate trust business shall be the successor to the Dissemination Agent hereunder without the
execution or filing of any paper or any further act. The Dissemination Agent may resign its duties
hereunder at any time upon written notice to the Agency.
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(b) The Dissemination Agent shall be paid compensation by the Agency for its
services provided hereunder in accordance with its schedule of fees agreed to between the
Dissemination Agent and the Agency from time to time and for all expenses, legal fees and advances
made or incurred by the Dissemination Agent in the performance of its duties hereunder. The
Dissemination Agent shall have no duty or obligation to review any information provided to it by the
Agency hereunder and shall not be deemed to be acting in any fiduciary capacity for the Agency,
holders or beneficial owners or any other party. The Dissemination Agent may rely and shall be
protected in acting or refraining from acting upon any direction from the Agency or an opinion of
nationally recognized bond counsel.

Section 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Agreement, the Agency may amend this Disclosure Agreement, and any provision of this Disclosure
Agreement may be waived, provided that the following conditions are satisfied:

(a) if the amendment or waiver relates to the provisions of Sections 3(a), 4 or
5(a), it may only be made in connection with a change in circumstances that arises from a change in
legal requirements, change in law, or change in the identity, nature, or status of an obligated person
with respect to the Bonds, or type of business conducted;

(b) the undertakings herein, as proposed to be amended or waived, would, in the
opinion of nationally recognized bond counsel, have compiled with the requirements of the Rule at
the time of the primary offering of the Bonds, after taking into account any amendments or
interpretations of the Rule, as well as any change in circumstances; and

(©) the proposed amendment or waiver either (i) is approved by holders of the
Bonds in the manner provided in the Indenture for amendments to the Indenture with the consent of
holders, or (ii) does not, in the opinion of nationally recognized bond counsel, materially impair the
interests of the holders or beneficial owners of the Bonds.

If the annual financial information or operating data to be provided in the Annual Report is
amended pursuant to the provisions hereof, the first annual financial information filed pursuant
hereto containing the amended operating data or financial information shall explain, in narrative
form, the reasons for the amendment and the impact of the change in the type of operating data or
financial information being provided.

If an amendment is made to the undertaking specifying the accounting principles to be
followed in preparing financial statements, the annual financial information for the year in which the
change is made shall present a comparison between the financial statements or information prepared
on the basis of the new accounting principles and those prepared on the basis of the former
accounting principles. The comparison shall include a qualitative discussion of the differences in the
accounting principles and the impact of the change in the accounting principles on the presentation of
the financial information, in order to provide information to investors to enable them to evaluate the
ability of the Agency to meet its obligations. To the extent reasonably feasible, the comparison shall
be quantitative. A notice of the change in the accounting principles shall be sent to the Repositories
in the same manner as for a Listed Event under Section 5(c).

No amendment to this Agreement which modifies the duties or rights of the Dissemination
Agent shall be made without the prior written consent of the Dissemination Agent.
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Section 9. Additional Information. Nothing in this Disclosure Agreement shall be
deemed to prevent the Agency from disseminating any other information, using the means of
dissemination set forth in the Disclosure Agreement or any other means of communication, or
including any other information in any Annual Report or notice of occurrence of a Listed Event, in
addition to that which is required by this Disclosure Agreement. If the Agency chooses to include
any information in any Annual Report or notice of occurrence of a Listed Event in addition to that
which is specifically equipped by this Disclosure Agreement, the Agency shall have no obligation
under this Disclosure Agreement to update such information or include it in any future Annual
Report or notice of occurrence of a Listed Event.

Section 10. Default. In the event of a failure of the Agency to comply with any provision
of this Disclosure Agreement, any Participating Underwriter or any holder or beneficial owner of the
Bonds may take such actions as may be necessary and appropriate, including seeking mandate or
specific performance by court order, to cause the Agency to comply with its obligations under this
Disclosure Agreement. A default under this Disclosure Agreement shall not be deemed an Event of
Default under the Indenture, and the sole remedy under this Disclosure Agreement in the event of
any failure of the Agency to comply with this Disclosure Agreement shall be an action to compel
performance.

Section 11. Duties, Immunities and Liabilities of Dissemination Agent. All of the
immunities, indemnities, and exceptions from liability in Article IX of the Indenture insofar as they
relate to the Trustee shall apply to the Trustee and the Dissemination Agent in this Disclosure
Agreement. The Dissemination Agent shall have only such duties as are specifically set forth in this
Disclosure Agreement, and the Agency agrees to indemnify and save the Dissemination Agent, its
officers, directors, employees and agents, harmless against any loss, expense and liabilities which it
may incur arising out of or in the exercise or performance of its powers and duties hereunder,
including the costs and expenses (including attorneys fees) of defending against any claim of
liability, but excluding liabilities due to the Dissemination Agent’s negligence or willful misconduct.
The Dissemination Agent may rely and shall be protected in acting or refraining from acting upon
any direction from the Agency or an opinion of nationally recognized bond counsel. The obligations
of the Agency under this Section shall survive resignation or removal of the Dissemination Agent
and payment of the Bonds. No person shall have any right to commence any action against the
Trustee or Dissemination Agent seeking any remedy other than to compel specific performance of
this Disclosure Agreement.

Section 12. Beneficiaries. This Disclosure Agreement shall inure solely to the benefit of
the Agency, the Dissemination Agent, the Participating Underwriters and holders and beneficial
owners from time to time of the Bonds, and shall create no rights in any other person or entity.
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Dated: August 1, 2008 RIDGECREST REDEVELOPMENT AGENCY

Authorized Officer

, as Dissemination Agent

Authorized Officer
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EXHIBIT A

NOTICE OF MUNICIPAL SECURITIES RULEMAKING
BOARD OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer: City of Ridgecrest

Name of Bond Issue: $ Ridgecrest Redevelopment Agency,
Ridgecrest Redevelopment Project. Tax Allocation Bonds,
Series 2008

Date of Issuance: , 2008

NOTICE IS HEREBY GIVEN that the Ridgecrest Redevelopment Agency (the “Issuer”) has
not provided an Annual Report with respect to the above-named Bonds as required by the Indenture,
dated as of August 1, 2008, by and between the Issuer and U.S. Bank National Association, as
trustee. The Issuer anticipates that the Annual Report will be filed by

Date: RIDGECREST REDEVELOPMENT AGENCY
By:
Title:
cc:
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APPENDIX F

FY 2006-07 AGENCY AUDITED FINANCIAL STATEMENTS
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