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RETAIN THIS PRINTED COPY AND THE DATA FILE(S) SUBMITTED TO THE MSRB FOR
YOUR RECORDS FOR PURPOSES OF MSREBE RULE G-8.

MSRB

FORM G-36(0OS) - FOR OFFICIAL STATEMlgl‘S

MATERIALS SUBMITTED
A. THIS FORM IS SUBMITTED IN CONNECTION WITH (check one):

(2) DATE RECEIVED FROM ISSUER: 05/30/2007 (b) DATE SENT TO MSRB: 05/30/2007

2 AN AMENDED OFFICIAL STATEMENT WITHIN THE MEANING OF RULE G-36(d) (enclose two (2) copies)

(a) DATE RECEIVED FROM ISSUER: (b) DATE SENT TO MSRB:

B. IF MATERIALS SUBMITTED WITH THIS FORM CONSIST OF MORE

THAN ONE DOCUMENT (e.g., preliminary offical statement and wrap, even
if physicalty attached), PLEASE CHECK HERE:

IF THIS SUBMISSION IS FOR COMMERCIAL PAPER, PLEASE CHECK HERE:
IF THIS SUBMISSION IS FOR MUNICIPAL FUND SECURITIES, PLEASE CHECK HERE:

1 X A FINAL OFFICIAL STATEMENT RELATING TO A PRIMARY OFFERING OF MUNICIPAL SECURITIES (enclose two (2) copies)

C. IF THIS FORM AMENDS PREVIOUSLY SUBMITTED FORM
WITHOUT CHANGING MATERIALS SUBMITTED, PLEASE

CHECK HERE (include copy of original Form G-36(0S)):

IDENTIFICATION OF ISSUES

Each issue must be listed separately.

assignment under the eligibility criteria of the CUSIP Service Bureau.

A. CUSIP-9 NUMBERS OF ISSUE

g’;{‘gk?}: Lemon Grove Community Development Agency STATE: CA
ISS;J(?RIPTION: (Lemon Grove Red. Project Area) 2007 Tax Allocation Bonds g:g? 06/07/2007
CusIp Information

MSRB rule G-34 requires that CUSIP numbers be assigned 1o each new issue of municipal securities unless the issue is ineligible for CUSIP number

Maturity Date CUSIP Number Maturity Date CUSIP Number Maturity Date CUSIP Number
08/01/2009 525638CB6 08/01/2010 525638CC4 08/01/2011 525638CD2
08/01/2012 525638CEO0 08/01/2013 525638CF7 08/01/2014 525638CG5
08/01/2015 525638CH3 08/01/2016 525638CJ9 08/01/2017 525638CK6
08/01/2018 525638CL4 08/01/2019 525638CM2 08/01/2020 525638CNO
08/01/2021 525638CP5 08/01/2022 525638CQ3 08/01/2027 525638CR1
08/01/2032 525638CS9 08/01/2037 525638CT7

B. IF ANY OF THE ABOVE SECURITIES HAS A "CUSIP-6" BUT NO "CUSIP-9", CHECK HERE AND LIST THEM BELOW:
(Please see instructions in Form G-36 Manual)
LIST ALL CUSIP-6 NUMBERS ASSIGNED:
State the reason why such securities have not been assigned a 'CUSIP-9":

C. IF ANY OF THESE SECURITIES IS INELIGIBLE FOR USIP NUMBER
ASSIGNMENT, PLEASE CHECK HERE:
State the reason why such securities are ineligible for CUSIP number
assignment:

- W——_——n
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ié‘;fj‘;?" ‘Lemon Grove Comunity Development Agency STATE:  CA
ISSUE . Lemon Grove Red Proj Arca) 2007 TAB ESCROW BONDS  piize?  06/07/2007
Custp Information

MSRB rule G-34 requires that CUSIP numbers be assigned to each new issue of municipal securities unless the issue is ineligible for CUSIP number
assignment under the eligibility criteria of the CUSIP Service Bureau.

A. CUSIP-9 NUMBERS OF ISSUE

Maturity Date CUSIP Number Maturity Date CUSIP Number Maturity Date CUSIP Number
08/01/2017 525638CU4 08/01/2022 525638CV2 08/01/2027 525638CW0
08/01/2037 525638CX8

B. IF ANY OF THE ABOVE SECURITIES HAS A "CUSIP-6" BUT NO "CUSIP-9", CHECK HERE AND LIST THEM BELOW:
(Please see instructions in Form G-36 Manual)

LIST ALL CUSIP-6 NUMBERS ASSIGNED:
State the reason why such securities have not been assigned a 'CUSIP-9":

C. IF ANY OF THESE SECURITIES IS INELIGIBLE FOR CUSIP NUMBER
ASSIGNMENT, PLEASE CHECK HERE:

State the reason why such securities are ineligible for CUSIP number
assignment:

TRANSACTION INFORMATION

A LATEST FINAL MATURITY DATE OF ALL SECURITIES IN OFFERING: 08/01/2037
B.  DATE OF FINAL AGREEMENT TO PURCHASE, OFFER OR SELL SECURITIES (Date of Sale): 05/22/2007
C.  ACTUAL OR EXPECTED DATE OF DELIVERY OF SECURITIES TO UNDERWRITER(S) (Bond Closing): 06/07/2007

D. IF THESE SECURITIES ADVANCE REFUND ALL OR A PORTION OF ANOTHER ISSUE, PLEASE CHECK HERE:

Form G-36(ARD) and copies of the advance refunding documents must be submitted for each issue advance refund.

UNDERWRITING ASSESSMENT INFORMATION

This information will be used by the MSRB to compute any rule A-13 underwriting assessment that may be due on this offering. The managing
underwriter will be sent an invoice if a rule A-13 assessment is due on the offering.

A Memaging - Kinsell, Newcomb & De Dios, Inc. SECReg g 33949

B TOTAL PAR VALUE OF ALL SECURITIES IN OFFERING: $ 13,830,000.00

C  PAR AMOUNT OF SECURITIES UNDERWRITTEN (if different from amount shown in item B above): $
D CHECK ALL THAT APPLY:

1. At the option of the holder thereof, all securities in this offering may be tendered to the issuer of such securities or its designated agent for
redemption or purchase at par value or more at least as frequently as every nine months until maturity, earlier redemption, or purchase by
the issuer or its designated agent.

2. At the option of the holder thereof, all securities in this offering may be tendered to the issuer of such securities or its designated agent for
redemption or purchase at par value or more at least as frequently as every two years until maturity, earlier redemption, or purchase by the
issuer or its designated agent.

3. This offering is exempt from SEC Rule 15¢2-12 under section (d)(1)(i) of that rule. Section (d)(1)(i) of SEC Rule 15¢2-12 states that an
offering is exempt from the requirements of the rule if the securities offered have authorized denominations of $100,000 or more and are
sold to no more than 35 persons each of whom the participating underwriter believes: (1) has the knowledge and expertise necessary to
evaluate the merits and risks of the investment; and (2) is not purchasing for more than one account, or with a view toward distributing the
securities.

MANAGING UNDERWRITER'S CERTIFICATION AND SIGNATURE
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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 Trustee and the Owners of the Bonds and any Parity Bonds of the
rights and benefits provided therein.

Covenant 15. Continuing Disclosure. The Agency hereby covenants and agrees that it will
comply with and carry out all of the provisions of the Continuing Disclosure Agreement.
Notwithstanding any other provision of this Indenture, failure of the Agency to comply with the
Continuing Disclosure Agreement shall not be considered an Event of Default; however, any 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.

Compliance with Indenture, Contracts, Laws and Regulations. The Agency shall faithfully
observe and perform all the covenants, conditions and requirements of the Indenture, shall not issue any

Bonds in any manner other than in accordance with the Indenture, and shall not exercise its discretion in
any way that might materially weaken, diminish or impair the security intended to be given pursuant to
the Indenture. Subject to the limitations and consistent with the covenants, conditions and requirements
contained in the Indenture, the Agency shall comply with the terms, covenants and provisions, express or
implied, of all contracts concerning or affecting the application of proceeds of the Bonds or the Tax
Revenues. The Agency shall comply promptly, fully and faithfully with and abide by any statute, law,
ordinance, order, rule or regulation, judgment, decree, direction or requirement now in force or hereafter
enacted, adopted, prescribed, imposed or entered by any competent governmental authority or agency
applicable to or affecting the Redevelopment Project.

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

(i) 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;

(ii) 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;

(iii) 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;

(iv) Default in complying with the provisions of the Indenture relating to
Subordinated Indebtedness; or

) 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
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. Any reorganization or liquidation plan with respect to the Agency must be
acceptable to Ambac. In the event of any reorganization or liquidation, Ambac shall have the right to vote
on behalf of all Bondowners who hold Ambac-insured Bonds absent a default by Ambac under the
applicable Financial Guaranty Insurance Policy insuring such Bonds.

Upon the occurrence of an event of default, the Trustee may, with the consent of Ambac,
and shall, at the direction of Ambac or a majority of the Bondowners with the consent of Ambac, by
written notice to the Agency and Ambac, declare the principal of the Bonds to be immediately due and
payable, whereupon that portion of the principal of the Bonds thereby coming due and the interest
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thereon accrued to the date of payment shall, without further action, become and be immediately due
and payable, anything in this Indenture or in the Bonds to the contrary notwithstanding.

In the event that the maturity of the Bonds is accelerated, the Bond Insurer may elect, in
its sole discretion, to pay all or a portion of the accelerated principal and interest accrued on such
principal to the date of acceleration (to the extent unpaid by the Agency) with respect to the Bonds, and
the Bond Trustee shall accept such amounts. Upon payment of all of such accelerated principal and
interest accrued to the acceleration date is provided above, the Bond Insurer’s obligations under the
Financial Guaranty Insurance Policy shall be fully discharged.

Upon an Event of Default, all Tax Revenues under the Indenture shall be immediately deposited
with the Trustee.

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 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 fees
and 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 the 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;

(ii) 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

(iii) 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 if it and they were the Trustees of an express trust.

Anything in the Indenture to the contrary notwithstanding, upon the occurrence and continuance
of an Event of Default as defined herein, the Bond Insurer shall be entitled to control and direct the
enforcement of all rights and remedies granted to the Bondholders or the Trustee for the benefit of the
Bondholders under the Indenture, including, without limitation, acceleration of the maturity of the Bonds
as described in the Indenture and the right to annul any declaration of acceleration, and the Bond Insurer
shall also be entitled to approve all waivers of events of default.

() Non-Waiver. Nothing in the Indenture or in any other provisions of 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 herein provided, 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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No remedy conferred upon any Bondowner or Trustee by the Indenture is intended to be
exclusive of any other remedy, but each remedy is cumulative and in addition to every other remedy and
may be exercised without exhausting and without regard to any other remedy conferred by the Law or
any other law of the State of California. No waiver of any default or breach of any duty or contract by any
Bondowner or Trustee shall affect any subsequent default or breach of any duty or contract or shall
impair any rights or remedies on the subsequent default or breach. No delay or omission of any
Bondowner or Trustee to exercise any right or power accruing upon any default shall impair any such
right or power or shall be construed as a waiver of any default or acquiescence therein. Every substantive
right and every remedy conferred upon the Bondowners or Trustee may be enforced and exercised as
often as may be deemed expedient. In case any suit, action or proceeding to enforce any right, or exercise
any remedy, shall be brought and should said suit, action or proceeding be abandoned, or be determined
adversely to the Bondowners or Trustee, then, and in every such case, the Agency, Trustee or the
Bondowners shall be restored to their former positions, rights and remedies as if the suit, action or
proceeding had not been brought or taken.

(d) Actions by Trustee as Attorney-in-Fact. Any suit, action or proceeding which any
Bondowner shall have the right to bring to enforce any right or remedy hereunder may be brought by the

Trustee for the equal benefit and protection of all Owners of Bonds similarly situated and the Trustee is
hereby appointed (and the successive respective Owners of the Bonds issued hereunder, by taking and
holding the same, shall be conclusively deemed so to have appointed it) the true and lawful attorney-in-
fact of the respective Owners of the Bonds for the purpose of bringing any suit, action or proceeding and
to do and perform any and all acts and things for and on behalf of the respective Owners of the Bonds as
a class or classes, as may be necessary or advisable in the opinion of the Trustee as attorney-in-fact;
provided, however, the Trustee shall not be required to act hereunder pursuant to this subsection (d)
unless (i) the Owners of a majority in principal amount of the Bonds then Outstanding, by written
instrument delivered to the Trustee, direct such action, and (ii) it shall receive indemnification
satisfactory to it and reimbursement of all fees and expenses (including its reasonable attorneys fees and
expenses) to which it may be put and to protect it against all liability, except liability which is to be
adjudicated to have resulted from its negligence or willful misconduct in connection with any action so
taken.

(e) General. After the issuance and delivery of the Bonds, the Indenture, and any
supplemental indentures hereto, shall be irrepealable, but shall be subject to modification or amendment
to the extent and in the manner provided in the Indenture, but to no greater extent and in no other
manner.

) Default Rate. Amounts paid by Insurer in respect of the principal and/or interest on the
Bonds shall bear interest until repaid to Insurer at a per annum rate of interest equal to the rate from time
to time announced by the Insurance Trustee as its base lending rate plus three percent (3%) (the “Default
Rate”).

Application of Funds Upon Acceleration. Upon any acceleration of the Bonds, the Trustee shall,
following payment of the costs and expenses (including fees and expenses of its agents and attorneys) 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. If such deposits are insufficient to pay
the principal of and interest on the Bonds, the Trustee shall file a claim for payment with the Bond
Insurer pursuant to the Indenture and apply the proceeds of such draw to the Interest Account and
Principal Account, as appropriate. After the above transfers have been made, all of the amounts paid
under the Financial Guaranty Insurance Policy and 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 hereunder, shall be applied by the Trustee to the payment of all other outstanding
fees and expenses of the Trustee (including fees and expenses of its counsel) 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:
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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; and

Third, any moneys remaining in the Special Fund and Accounts therein shall be applied to the
payment of any amounts due and owing by the Agency to the Bond Insurer which are identified in a
written certificate executed by a representative of the Bond Insurer and filed with the Trustee.

Payment Procedure Pursuant to Financial Guaranty Insurance Policy. As long as the Financial
Guaranty Insurance Policy shall be in full force and effect, the Agency and the Trustee (and the Paying

Agent) agree to comply with the following provisions:

(a) At least one (1) business day prior to all Interest Payment Dates the Trustee will
determine whether there will be sufficient funds in the Funds and Accounts to pay the principal of or
interest on the Bonds on such Interest Payment Date. If the Trustee determines that there will be
insufficient funds in such Funds or Accounts, the Trustee shall so notify Ambac. Such notice shall specify
the amount of the anticipated deficiency, the Bonds to which such deficiency is applicable and whether
such Bonds will be deficient as to principal or interest, or both. If the Trustee has not so notified Ambac at
least one (1) business day prior to an Interest Payment Date, Ambac will make payments of principal or
interest due on the Bonds on or before the first (1st) business day next following the date on which
Ambac shall have received notice of nonpayment from the Trustee.

(b) the Trustee or Paying Agent, if any, shall, after giving notice to Ambac provided in (a)
above, make available to Ambac and, at Ambac’s direction, to The Bank of New York, in New York, as
insurance trustee for Ambac any successor insurance trustee (the “Insurance Trustee”), the registration
books of the Agency maintained by the Trustee and all records relating to the Funds and Accounts
maintained under this Indenture.

() The Trustee shall provide Ambac and the Insurance Trustee with a list of registered
owners of Bonds entitled to receive principal or interest payments from Ambac under the terms of the
Financial Guaranty Insurance Policy, and shall make arrangements with the Insurance Trustee (i) to mail
checks or drafts to the registered owners of Bonds entitled to receive full or partial interest payments
from Ambac and (ii) to pay principal upon Bonds surrendered to the Insurance Trustee by the registered
owners of Bonds entitled to receive full or partial principal payments from Ambac.

(d) The Trustee shall, at the time it provides notice to Ambac pursuant to (a) above, notify
registered owners of Bonds entitled to receive the payment of principal or interest thereon from Ambac
Assurance (i) as to the fact of such entitlement, (ii) that Ambac will remit to them all or a part of the
interest payments next coming due upon proof of entitlement to interest payments and delivery to the
Insurance Trustee, in form satisfactory to the Insurance Trustee, of an appropriate assignment of the
registered owner’s right to payment, (iii) that should they be entitled to receive full payment of principal
from Ambac, they must surrender their Bonds (along with an appropriate instrument of assignment in
form satisfactory to the Insurance Trustee to permit ownership of such Bonds to be registered in the name
of Ambac) for payment to the Insurance Trustee, and not the Trustee, and (iv) that should they be entitled
to receive partial payment of principal from Ambac, they must surrender their Bonds for payment
thereon first to the Trustee, who shall not on such Bonds the portion of the principal paid by the Trustee
and then, along with an appropriate instrument of assignment in form satisfactory to the Insurance
Trustee, which will then pay the unpaid portion of principal.

(e) In the event that the Trustee has noticed that any payment of principal of or interest on a
Bond which has become Due for Payment and which is made to a Bondowner by or on behalf of the
Agency has been deemed a preferential transfer and theretofore recovered from its registered owner
pursuant to the United States Bankruptcy Code by a trustee in bankruptcy in accordance with the final,
nonappealable order of a court having competent jurisdiction, the Trustee shall, at the time Ambac is
notified pursuant to (a) above, notify all registered owners that in the event that any registered owner’s
payment is so recovered, such registered owner will be entitled to payment from Ambac to the extent of
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such recovery if sufficient funds are not otherwise available, and the Trustee or Paying Agent, if any,
shall furnish to Ambac its records evidencing the payments of principal of and interest on the Bonds
which have been made by the Trustee or Paying Agent, if any, and subsequently recovered from
registered owners and the dates on which such payments were made.

63) In addition to those rights granted Ambac under this Indenture, Ambac shall, to the
extent it makes payment of principal of or interest on Bonds, become subrogated to the rights of the
recipients of such payments in accordance with the terms of the Financial Guaranty Insurance Policy, and
to evidence such subrogation (i) in the case of subrogation as to claims for past due interest, the Trustee
shall note Ambac’s rights as subrogee on the registration books of the Agency maintained by the Trustee
upon receipt from Ambac of proof of the payment of interest thereon to the registered owners of the
Bonds, and (ii) in the case of subrogation as to claims for past due principal, the Trustee shall note
Ambac’s rights as subrogee on the registration books of the Agency maintained by the Trustee upon
surrender of the Bonds by the registered owners thereof together with proof of the payment of principal
thereof.

The Agency hereby covenants and agrees that it shall reimburse Ambac for any amounts paid
under the Financial Guaranty Insurance Policy and all costs of collection thereof and enforcement of this
Indenture any other documents executed in connection with this Indenture, together with interest
thereon, from the date paid or incurred by Ambac until payment thereof in full by the Agency, payable at
the Insurer Payment Rate (as hereinafter defined), including without limitation (to the extent permitted
by applicable law) interest on claims paid by Ambac in respect of interest on the Bonds. Such payment
obligation shall be payable on demand and on a parity with, and from the same sources and secured by
the same security as, regularly scheduled principal and interest payments in respect of the Bonds. For
purposes of the foregoing, “Insurer Payment Rate” shall mean the lesser of (a) the maximum rate
permissible under applicable usury or similar laws limiting interest rates and (b) the greater of (i) the then
applicable highest rate of interest on the Bonds and (ii) the per annum rate of interest, publicly
announced from time to time by JPMorgan Chase Bank, N.A. (Chase) at its principal office in the City of
New York, as its prime or base lending rate (“Prime Rate”) (any change in such Prime Rate to be effective
on the date such change is announced by Chase) plus 3 percent. The Insurer Payment Rate shall be
computed on the basis of the actual number of days elapsed over a year of 360 days. In the event that
Chase ceases to announce its prime Rate publicly, Prime Rate shall be the publicly announced prime or
base lending rate of such national bank as Ambac shall specify.

Amendments: The Indenture, and the rights and obligations of the Agency and of the Owners of
the Bonds issued hereunder, may be modified or amended at any time by Supplemental Indenture
adopted by the Agency with the consent of the Bond Insurer: (a) without the consent of Bondowners, if
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
modification or amendment is for the purpose of 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 such 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 Bondowners holding not less than sixty percent (60%) in 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 shall, without the express
consent of the 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 upon the Tax
Revenues superior to or on a parity (except as 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.

Any act done pursuant to a modification or amendment permitted by the Indenture shall be
binding upon the Owners of all of the Bonds, and shall not be deemed an infringement of any of the

Appendix C
Page 20



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, and 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. The Trustee may request that the Agency
provide an opinion of counsel that any such Supplemental Indenture complies with the provisions of this
Article X and the Trustee may conclusively rely upon such opinion.

(a) Calling Bondowners’” Meeting. If the Agency shall desire to obtain the Bondowners’
consent, it shall duly adopt a resolution calling a meeting of the Bondowners for the purpose of
considering the action for which consent is desired.

(b) Notice of Meeting. Notice specifying the purpose, place, date and hour of a Bondowners’
meeting shall be mailed, postage prepaid by the Agency, to the respective registered owners at their
addresses appearing on the bond register as maintained by the Trustee. The notice shall set forth the
nature of the proposed action for which consent is desired. The place, date and hour of the meeting and
the date or dates of mailing the notice shall be determined by the Agency in its discretion; provided that
such notice shall be mailed at least 15 days prior to the date of the Bondowners” meeting.

The actual receipt by any Bondowner of notice of any Bondowners’ meeting shall not be a
condition precedent to the holding of the meeting, and failure to receive notice shall not affect the validity
of the proceedings at the meeting. A certificate by the Secretary of the Agency approved by resolution of
the Agency, that the meeting has been called and that notice has been given as provided herein, shall be
conclusive as against all parties and no Bondowner shall have the right to show that he failed to receive
actual notice of the meeting.

() Voting Qualifications. The Trustee shall prepare and deliver to the chairman of the
meeting a statement of the names and addresses of the registered Owners of Bonds. This statement shall
show maturities, serial numbers and principal amounts so that voting qualifications can be determined.
No Bondowners shall be entitled to vote at the meeting unless their names appear upon the statement.
No Bondowners shall be permitted to vote with respect to a larger aggregate principal amount of Bonds
than is set against their names on the statement.

(d) Issuer-Owned Bonds. The Agency covenants that it will present at the meeting a
certificate, signed and verified by one of its members and by the Treasurer, stating the Bond numbers and
principal amounts of all Bonds owned by, or held for account of, the Agency or the City, directly or
indirectly. No person shall be permitted at the meeting to vote or consent with respect to any Bond
appearing upon the certificate, or any Bond which is established at or prior to the meeting to be owned by
the Agency or the City, directly or indirectly, and no such Bond (in the Indenture referred to as “issuer-
owned Bonds”) shall be counted in determining whether a quorum is present at the meeting.

(e) Quorum and Procedure. A representation of at least sixty percent (60%) in aggregate
principal amount of the Bonds then Outstanding (exclusive of issuer-owned Bonds, if any) shall be
necessary to constitute a quorum at any meeting of Bondowners, but less than a quorum may adjourn the
meeting from time to time, and the meeting may be held as adjourned without further notice, whether
such adjournment shall have been held by a quorum or by less than a quorum. The Agency shall, by an
instrument in writing, appoint a temporary chairman of the meeting, and the meeting shall be organized
by the election of a permanent chairman and secretary. At any meeting each Bondowner shall be entitled
to one vote for every $5,000 principal amount of Bonds with respect to which he shall be qualified to vote
as set forth above, and the vote may be given in person or by proxy duly appointed by an instrument in
writing presented at the meeting. The Agency and/or the Trustee by their duly authorized
representatives and counsel, may attend any meeting of the Bondowners, but shall not be required to do
S0.

63) Vote Required. At any Bondowners’ meeting there shall be submitted for the
consideration and action of the Bondowners a statement of the proposed action for which consent is
desired. If the action is consented to and approved by Bondowners holding at least sixty percent (60%) in
aggregate principal amount of the Bonds then Outstanding (exclusive of issuer-owned Bonds), the
chairman and secretary of the meeting shall so certify in writing to the Agency with a copy to the Trustee.
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The certificate shall constitute complete evidence of consent of the Bondowners under the provisions of
the Indenture. A certificate signed and verified by the chairman and the secretary of any Bondowners’
meeting shall be conclusive evidence and the only competent evidence of matters stated in the certificate
relating to proceedings taken at the meeting.

Consent of Bond Insurer.

(a) Any provision of the Indenture expressly recognizing or granting rights in or to the Bond
Insurer may not be amended in any manner which affects the rights of the Bond Insurer hereunder
without the prior written consent of the Bond Insurer.

(b) Unless otherwise provided in the Indenture, Bond Insurer’s consent shall be required in
addition to Bondholder consent, when required, for the following purposes: (i) execution and delivery of
any supplemental Indenture or any amendment, supplement or change to or modification of the
Indenture (ii) removal of the Trustee or Paying Agent or selection and appointment of any successor
trustee or paying agent; and (iii) initiation or approval of any action not described in (i) or (ii) above
which requires Bondholder consent.

Defeasance. If the Agency shall pay or cause to be paid, or there shall be otherwise paid or
provisions for payment made to or for the holders and owners of the Bonds, the principal, premium, if
any, and interest due or to become due thereon at the time and in the manner stipulated therein, and if
the Agency shall keep, perform and observe all and singular the covenants and promises in the Bonds
and in the Indenture expressed as to be kept, performed and observed by it or on its part, and shall pay or
cause to be paid to the Trustee all sums of money due or to become due according to the provisions
hereof including fees and expenses of the Trustee, and shall pay or cause to be paid to the Bond Insurer
all sums of money due or to become due according to the provisions hereof then the Indenture and the
lien, rights and interest created hereby shall cease, determine and become null and void (except as to any
surviving rights of registration, transfer or exchange of Bonds herein provided for and except for the
rights of the Trustee to receive compensation and indemnification in accordance within the Indenture),
whereupon the Trustee shall cancel and discharge the Indenture, and execute and deliver to the Agency
such instruments in writing as shall be requested by the Agency and requisite to discharge the Indenture,
and release, assign and deliver unto the Agency any and all the estate, right, title and interest in and to
any and all rights assigned or pledged to the Trustee or otherwise subject to the Indenture, except
moneys or securities held by the Trustee for the payment of the principal of, premium, if any, and interest
on the Bonds.

The lien of the Indenture shall be discharged if the Agency shall pay and discharge the entire
indebtedness on all Bonds Outstanding in any one or more of the following ways:

(a) By well and truly paying or causing to be paid the principal of and interest on all Bonds
Outstanding, together with all amounts due the Trustee as and when the same become due and payable;

(b) By depositing with the Trustee, in a special trust fund created for such purpose, at or
before maturity, moneys which, together with moneys then on deposit in the Special Fund and Accounts
therein, is fully sufficient to pay all Bonds Outstanding, including all principal, interest and redemption
premiums together with all amounts due the Trustee; or

() By depositing with the Trustee, in a special trust created for such purpose, moneys
invested in non-callable Federal Securities in such amount as an Independent Financial Consultant shall
determine will, together with the interest to accrue thereon without reinvestment and moneys then on
deposit in the Special Fund and Accounts therein, be fully sufficient to pay and discharge any
indebtedness on all Bonds (including all principal, interest, and redemption premiums, if any) at or
before maturity; then, at the option of the Agency, and notwithstanding that all Bonds shall not have been
surrendered for payment, the pledge of the Tax Revenues and other funds provided for in the Indenture
and all other obligations of the Agency under the Indenture with respect to all Bonds Outstanding shall
cease and terminate, except only the obligation of the Agency to pay or cause to be paid to the Owners of
the Bonds not so surrendered and paid all sums due thereon, and the rights of the Trustee to
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indemnification and payment of fees and expenses under Article IX hereof. Notice of the exercise of such
option shall be filed with the Trustee.

Any funds held by the Trustee after discharge of the lien of the Indenture including any funds
which have not been claimed by the person entitled thereto within two (2) years of the date upon which
such funds were scheduled to be paid, or which are not required for said purpose, shall be paid over to
the Agency and thereafter Bondowners shall look only to the Agency for payment,
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APPENDIX D

FORM OF BOND COUNSEL OPINION

[Closing Date]

Lemon Grove Community Development Agency
3232 Main Street
Lemon Grove, California 91945

Re: $13,830,000 Lemon Grove Community Development Agency (Lemon Grove
Redevelopment Project Area) 2007 Tax Allocation Bonds

Ladies and Gentlemen:

We have examined certified copies of proceedings of the Lemon Grove Development Agency
(the “Agency”), and other information and documents submitted to us relative to the issuance and
sale by the Agency of its (Lemon Grove Redevelopment Project Area) 2007 Tax Allocation Bonds in
the original aggregate principal amount of $13,830,000 (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 Trustee, the
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 authority contained in Part 1 of Division 24 of the
Health and Safety Code of the State of California (the “Act”) and an Indenture of Trust dated as of June
1, 2007 between the Agency and U.S. Bank National Association, as Trustee (the “Indenture”) which
was approved by Resolution No. 214 of the Agency adopted on May 1, 2007 (the “Resolution”).

The Bonds are initially dated as of June 7, 2007, and mature on the dates and bear interest
payable on the dates and at the rates per annum set forth in the Indenture. The Bonds are registered
Bonds issued in the form set forth in the Indenture, redeemable in the amounts, at the times and in the
manner provided for in the Indenture. All terms not defined herein, have the meanings ascribed to
those terms 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:

@) The Bonds have been duly and validly authorized by the Agency and are
legal, valid and binding special obligations of the Agency, secured and payable from Pledged
Revenues (as defined in the Indenture) 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, except to the extent that enforceability may be limited by moratorium, bankruptcy,
reorganization, insolvency or other similar laws affecting creditors’ rights generally or by the
exercise of judicial discretion in accordance with general principles of equity. The Bonds are
special obligations of the Agency but are not a debt of the City of Lemon Grove, the State of
California or any other political subdivisions thereof within the meaning of any constitutional
or statutory limitation, and neither the City of Lemon Grove, the State of California, or any
other of its political subdivisions is liable for the payment thereof.

@) The Indenture has been duly authorized by the Agency, is valid and binding
upon the Agency and is enforceable in accordance with its terms, except to the extent that
enforceability may be limited by moratorium, bankruptcy, reorganization, insolvency or
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other laws affecting creditors” rights generally or by the exercise of judicial discretion in
accordance with general principles of equity.

3) The Indenture creates a valid pledge of that which the Indenture purports to
pledge, subject to the provisions of the Indenture, except to the extent that the enforceability
of the Indenture may be limited by moratorium, bankruptcy, reorganization, insolvency or
other laws affecting creditors” rights generally or by the exercise of judicial discretion in
accordance with general principles of equity.

4) Under existing statutes, regulations, rulings and judicial decisions, interest on
the Bonds is excluded from gross income for federal income tax purposes, and such interest is
not an item of tax preference for purposes of calculating the federal alternative minimum tax
imposed on individuals and corporations; however, it should be noted 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 such corporation’s alternative
minimum tax liability.

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

(6) 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 Bondowner before receipt of cash attributable to such excludable income. The
amount of original issue discount deemed received by a Bondowner will increase the
Bondowner’s basis in the applicable Bond. Original issue discount that accrues to the
Bondowner 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 4 above), and is exempt
from State of California personal income tax.

The opinions set forth in paragraph (4) and (6) above as to the exclusion from gross income of
interest (and original issue discount) on the Bonds are based upon certain representations of fact and
certifications made by the Agency and others and are subject to the condition that the Agency
comply with certain covenants and the applicable 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 remain excludable from gross income for
federal income tax purposes. Failure to comply with such covenants and requirements of the Code
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.

Certain requirements and procedures contained or referred to in the Indenture, the Bond
Purchase Agreement, dated as of May 22, 2007, among the Agency, the Lemon Grove Financing
Authority and Kinsell, Newcomb & De Dios, Inc., 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 based upon the advice or approval
of counsel other than Stradling Yocca Carlson & Rauth, a Professional Corporation.

The opinions expressed herein are based on our analysis and interpretation of existing laws,
regulations, rulings and judicial decisions and the foregoing opinions 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
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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.

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 LEMON Grove Community Development Agency (the
“Agency”) and URBAN FUTURES, INC., as dissemination agent (the “Dissemination Agent”) in
connection with the issuance of the Agency’s $13,830,000 Lemon Grove Community Development
Agency, (Lemon Grove Redevelopment Project Area), 2007 Tax Allocation Bonds (the “Bonds”). The
Bonds are being issued pursuant to an Indenture of Trust, dated as of June 1, 2007 (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
S.E.C. Rule 15c2-12(b)(5).

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.

“Dissemination Agent” shall mean Urban Futures, Inc., 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.

“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 seven (7)
months after the end of the Agency’s fiscal year (which date currently would be January 31, based
upon the June 30 end of the Agency’s fiscal year), commencing with the report for the 2006-2007 fiscal
year, provide to each Repository an Annual Report which is consistent with the requirements of
Section 4 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
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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.

(c) The Dissemination Agent shall:

(i) 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

(ii) 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.

(b) The following financial information and operating data set forth in the final Official
Statement:

(i) The information for the most recent Fiscal Year substantially in the format set forth
under the heading “PLEDGED TAX REVENUES—Schedule of Historical Tax Revenues.”

(ii) The information for the most recent fiscal year substantially in the format set forth
under the heading “THE PROJECT AREA—Largest Local Secured Taxpayers.”

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:

(@) Principal and interest payment delinquencies.
(ii) Non-payment related defaults.
(iii)  Unscheduled draws on debt service reserves reflecting financial difficulties.
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(iv)  Unscheduled draws on credit enhancements reflecting financial difficulties.
) 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.

() 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.

(c) 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 Urban Futures, Inc. 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.

(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 not 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.
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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

(c) 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.

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.
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Section 11. Duties, Immunities and Liabilities of Dissemination Agent. All of the immunities,
indemnities, and exceptions from liability in Article VI 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.

Dated: [Closing Date] LEMON GROVE COMMUNITY
DEVELOPMENT AGENCY

By

Chairman

URBAN FUTURES, INC,,
as Dissemination Agent

By

Authorized Officer
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EXHIBIT A

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

Name of Issuer: Lemon Grove Community Development Agency

Name of Bond Issue: Lemon Grove Community Development Agency, (Lemon Grove
Redevelopment Project Area), 2007 Tax Allocation Bonds

Date of Issuance: [Closing Date]

NOTICE IS HEREBY GIVEN that the Lemon Grove Community Development Agency (the
“Issuer”) has not provided an Annual Report with respect to the above-named Bonds as required by
the Indenture, dated as of June 1, 2007, 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: URBAN FUTURES, INC.
By
Title
cc: Issuer
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APPENDIX F

BOOK-ENTRY SYSTEM

The information in this Appendix G has been provided by The Depository Trust Company (“DTC”),
New York, NY, for use in securities offering documents, and the Agency takes no responsibility for the
accuracy or completeness thereof. The Agency cannot and does not give any assurances that DTC, DTC
Participants or Indirect Participants will distribute the Beneficial Owners either (a) payments of interest,
principal or premium, if any, with respect to the Bonds or (b) certificates representing ownership interest in or
other confirmation of ownership interest in the Bonds, or that they will so do on a timely basis or that DTC,
DTC Direct Participants or DTC Indirect Participants mill act in the manner described in this Official
Statement.

1. DTC will act as securities depository for the Bonds (the “Securities”). The Securities 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
Security certificate will be issued for each maturity of the Securities, in the aggregate principal
amount of such issue, and will be deposited with DTC.

2. DTC, the world’s largest 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 2 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and
money market instruments from over 85 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,
in turn, is owned by a number of Direct Participants of DTC and Members of the National Securities
Clearing Corporation, Government Securities Clearing Corporation, MBS Clearing Corporation, and
Emerging Markets Clearing Corporation, (NSCC, GSCC, MBSCC, and EMCC, also subsidiaries of
DTCC), as well as by the New York Stock Exchange, Inc., the American Stock Exchange LLC, and
the National Association of Securities Dealers, Inc. 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.

3. Purchases of Securities under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Securities on DTC’s records. The ownership interest of
each actual purchaser of each Security (“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 Securities 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 Securities, except in the event that use of the
book-entry system for the Securities is discontinued.

4. To facilitate subsequent transfers, all Securities 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
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requested by an authorized representative of DTC. The deposit of Securities 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 Securities; DTC’s
records reflect only the identity of the Direct Participants to whose accounts such Securities 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.

5. 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.

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

7. Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with
respect to Securities unless authorized by a Direct Participant in accordance with DTC’s Procedures.
Under its usual procedures, DTC mails an Omnibus Proxy to the issuer 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 Securities are credited on the record date (identified in a listing
attached to the Omnibus Proxy).

8. Redemption proceeds, distributions, and dividend payments on the Securities 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 issuer or the paying agent or bond 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 nor its nominee, the paying agent or
bond trustee, or the issuer, subject to any statutory or regulatory requirements as may be in effect
from time to time. Payment of redemption proceeds, distributions, and dividend payments to Cede &
Co. (or such other nominee as may be requested by an authorized representative of DTC) is the
responsibility of the issuer or the paying agent or bond 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.

9. DTC may discontinue providing its services as depository with respect to the Securities at
any time by giving reasonable notice to the issuer or the paying agent or bond trustee. Under such
circumstances, in the event that a successor depository is not obtained, Security certificates are
required to be printed and delivered.

10. The issuer may decide to discontinue use of the system of book-entry transfers through
DTC (or a successor securities depository). In that event, Security certificates will be printed and
delivered.
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A’”bac Ambac Assurance Corporation

One State Street Plaza, 15th Floor
New York, New York 10004

Financial Guaranty Insurance Policy Telephone! (212) 668-0340
Obligor: Policy Number:
Obligations: Premium:

Ambac Assurance Corporation (Ambac), a Wisconsin stock insurance corporation, in consideration of the payment of the
premium and subject to the terms of this Policy, hereby agrees to pay to The Bank of New York, as trustee, or its sUscessor (the
“Insurance Trustee”), for the benefit of the Holders, that portion of the principal of and interest on the above-described\obligations
(the “Obligations”) which shall become Due for Payment but shall be unpaid by reason of Nonpayment by the Obligoh

Ambac will make such payments to the Insurance Trustee within one (1) business day following written netification.to Ambac of
Nonpayment. Upon a Holder’s presentation and surrender to the Insurance Trustee of such unpaid @bligations'er retated celpons,
uncanceled and in bearer form and free of any adverse claim, the Insurance Trustee will disbufse-fo the Holder the ameunt of
principal and interest which is then Due for Payment but is unpaid. Upon such disbursemerit,Ambac shall become the owner of
the surrendered Obligations and/or coupons and shall be fully subrogated to all of the Holder's rightst6_payment\thereon.

In cases where the Obligations are issued in registered form, the Insurance Trustee Shalkdisbursé-prircipal to atdolder only upon
presentation and surrender to the Insurance Trustee of the unpaid Obligation, uncancgled,and free\of any adverse claim, together
with an instrument of assignment, in form satisfactory to Ambac and the_Insurance \Trustee duly\executed by the Holder or such
Holder’s duly authorized representative, so as to permit ownership of su¢h Obligation \to, bé régistered in-the name of Ambac or its
nominee. The Insurance Trustee shall disburse interest to a Holder of, avregistered\Obligation only upon presentation to the
Insurance Trustee of proof that the claimant is the person entitled{to\the payment.ofsinterest on the Obligation and delivery to the
Insurance Trustee of an instrument of assignment, in form satisfactorysxto Ambac and. the \Insurance Trustee, duly executed by the
Holder or such Holder’s duly authorized representative; transferring, te, Ambachall rights under such Obligation to receive the
interest in respect of which the insurance disbursepept was made. Ambac shall“be subrogated to all of the Holders’ rights to
payment on registered Obligations to the extent of/any insurance disbursements se"made.

In the event that a trustee or paying agent\for the \Obligations has|notite“that any payment of principal of or interest on an
Obligation which has become Due for Payment and which is made/tg a Holder by or on behalf of the Obligor has been deemed a
preferential transfer and theretoforerécovered from the Molder pursyant to the United States Bankruptcy Code in accordance with
a final, nonappealable order of a caurt/of competént jurisdiction, such Holder will be entitled to payment from Ambac to the extent
of such recovery if sufficient funds'are\not.etherwise available.

As used herein, the tepm “Helder” meansiany persorrother than (i) the Obligor or (ii) any person whose obligations constitute the
underlying security-0r.source of,payment for the-Obkgations who, at the time of Nonpayment, is the owner of an Obligation or of
a coupon relating to an Obligation. As used heréin, “Due for Payment”, when referring to the principal of Obligations, is when
the scheduled-maturity\date-0r/mandatory\redemption date for the application of a required sinking fund installment has been
reached-and-elges not refer te-any earlier date on which payment is due by reason of call for redemption (other than by application
of reguifed sinking fund mstallments), acceleration or other advancement of maturity; and, when referring to interest on the
Obligdtions, iswhen-the seheduled date for payment of interest has been reached. As used herein, “Nonpayment” means the failure
of the Obtigor-tohave\provided sufficient funds to the trustee or paying agent for payment in full of all principal of and interest
on the Obtigations which are Due for Payment.

This Policy.s noncantelable. The premium on this Policy is not refundable for any reason, including payment of the Obligations
prior to maturity~” This Policy does not insure against loss of any prepayment or other acceleration payment which at any time
may become due in respect of any Obligation, other than at the sole option of Ambac, nor against any risk other than Nonpayment.

In witness whereof, Ambac has caused this Policy to be affixed with a facsimile of its corporate seal and to be signed by its duly
authorized officers in facsimile to become effective as its original seal and signatures and binding upon Ambac by virtue of the
countersignature of its duly authorized representative.
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Effective Date: ‘\‘:_.0 Authorized Representative
THE BANK OF NEW YORK acknowledges that it has agreed 9 f ?fé\ O
to perform the duties of Insurance Trustee under this Policy. ’
Form No.: 2B-0012 (1/01) Authorized Officer of Insurance Trustee
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Ambac Assurance Corporation
ac One State Street Plaza,

New York, New York 10004

Telephone: (212) 668-0340

Endorsement

Policy for: Attached to and forming part of Policy No.:

Effective Date of Endorsement:

In the event that Ambac Assurance Corporation were
under the Policy would be excluded from coverage by
Association, established pursuant to the laws of t
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