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O Executive Summary

The Poinciana Community Development District (“Poinciana CDD”) and the Poinciana West
Community Development District (“Poinciana West CDD”) are contemplating the acquisition of certain
recreational amenity assets from Avatar Properties, Inc., (“AV”) the developer of the Solivita active adult
residential complex. The assets were built between 2000 and 2005 around the time that the Solivita
residential development complex was constructed.

The Board of Supervisors of the Poinciana CDD and the Board of Supervisors of the Poinciana West
CDD (collectively, the “Boards”) engaged the services of Environmental Financial Group, Inc., Mill
Valley, California, to conduct an asset valuation study upon which to base an indicated maximum
acquisition value.

Amenity Asset Acquisition

TABLE 1 below presents our recommended asset valuations. The first of these valuations was reported
in the July 28, 2016 presentation to the Boards. Adjusting asset values to reflect updated replacement
cost and useful life information provided by AV and Evergreen Lifestyles Management (“ELM”), as
reported in the referenced reserve studies, lead to a maximum asset value of $70,203,470 if the Boards
decide to collect four percent tax collection fees i addition to the existing 2016 Club Fee. If the Boards
opt to deduct four percent in tax collection fees from existing 2016 Club Fee revenues with no fee
increase, then the maximum asset value is $66,635,444.

Valuation Concept

EFG was instructed by the Boards to utilize income-based valuation methods to capitalize net available
2016 Club Fee Revenue into an acquisition value. Available revenue is defined as the net free cash flows
from 2016 Club Fee revenues after annually transferring a specified, levelized amount into a capital
reserve fund. Funds would be withdrawn from this fund only to pay for the eventual replacement of the
assets being acquired plus $11.2 million in new, requested amenities. The levelized annual transfer is
based on the long-term replacement of the assets being acquired. The available income after such capital
reserve transfers would be used to pay level debt service on a Special Assessment Bond issued to
purchase the recreational amenity assets from AV.
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TABLE 1 :: Amenity Asset Value

Tax Collection Fees Tax Collection Fees
Charged in Addition Deducted from
to Club Fees Club Fees!
Preliminary Indicated Amffmty Asset Value $ 58,665,187 $ 55,236,981
(July Presentation)?
. o .
Preliminary Value less 20% Cost Contingency $ 64,020,537 $ 61,052,512

and Capitalized Interest?

Preliminary Value less 20% Cost Contingency and
Capitalized Interest, and with revised Replacement $ 70,203,470 $ 66,635,444
Costs and Useful Life*

1—Assumes that 2016 Club Fee revenue available to acquire the assets is net of expected four percent tax collection fees to be levied in
accordance with Florida assessment bond requirements.

2 — Based on asset replacement costs and useful lives as reported in the “Property Condition Assessment”, Delta Engineering &
Inspection, Inc., Orlando, Florida, July 18, 2016 (Delta Report). This valuation estimate was reported to the Boards on July 28, 2016.

3 — Certain adjustments to cost contingency assumptions and bond financing, but otherwise based on asset replacement costs and useful
lives as reported in the Delta report

4 - Adjustments to cost contingency and bond financing assumptions coupled with revised asset replacement costs and useful lives as
reported in the “Reserve Management Plan - Type | Reserve Study”, Facilities Advisors International LLC, Ventura, California, 8/22/2016
revised August 25, 2016, (“FAl Report”) and 2) “Do It Yourself Reserve Study”, Association Reserves, Miami, Florida, August 25, 2016 (“AR
Report”).

The residents’ willingness to pay a fixed capital fee each year over a thirty-year bond term defines the
maximum affordable asset acquisition value. This is an income-based approach using the leverage
created by a fixed and dedicated revenue stream, thus creating a practical indicator of asset value. It
could be argued that current Club Fees are being used to finance and replace existing recreational amenity
assets. This valuation concept extends this by transferring ownership to Solivita residents as represented
by the Poinciana CDD and Poinciana West CDD.

Further, this valuation concept reflects the following:
e The asset value is intrinsically linked to Solivita residential housing market values.

e The assets serve as a community extension of Solivita residents’ homes, making them
personalized assets of special value.

e Such specialized values cannot be defined by original or replacement cost.

e The value is unique to Solivita and is not reflective of what might be available or replicable on
the open market.

Source of Income

The availability of dedicated capital funds defines a fixed upper limit of bonding capacity that can
potentially be used for capital purposes, both to purchase the assets and to replace them at the end of
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their life cycles. For this analysis, capital funds available to purchase the assets and finance their
replacement are defined as the annual revenue generated by 5,590 planned and developed housing units
paying existing 2016 Club Fees. The 2016 Club Fees are $85 per unit per month for most residents, with
a smaller number of older homes paying between $65 and $75 per unit per month. These fees generate
$5,437,212 in annual revenue. A portion of this revenue could be used to replace the assets at times over
the next 30 years and a portion could be used to acquire them. In Florida, CDD assessment bonds are
typically repaid over a thirty-year period. Itis appropriate that CDD reserves for asset replacement be
analyzed over the term of the financing and asset values calculated over this same time horizon.

The valuation method set forth in this report is predicated on the assumption that fixed 2016 Club Fee
revenue is the only source of income designated by the Boards for purposes of both replacing the assets
and acquiring them from AV. Operations and Maintenance (“O&M?”) fees, on the other hand, are
assumed to be used to pay operating expenses including utilities, chemicals, routine maintenance, and
administration. Itis assumed that only Club Fee revenue is pledged to repay the assessment bonds or to
pay for asset replacement. However, it should be noted that, at the discretion of the Boards, other
revenues could be used to defray such expenses if the situation warranted.

Asset Replacement Needs

The acquired assets will require replacement when they reach the end of their useful lives. For purposes
of this Study, asset replacement was forecasted for each major structural, mechanical and electrical
system. It was assumed that the assets would exhibit no functional obsolescence but would retain their
value to Solivita residents performing their existing functions.

EFG relied on replacement cost, useful life and remaining use life estimates developed by others. A
preliminary valuation was presented to the Boards on July 28, 2016 using replacement cost and useful life
information set forth in: Property Condition Assessment, Delta Engineering & Inspection, Inc., Orlando,
Florida, July 18, 2016 (Delta Report).

At the July 28, 2016 Boards meeting, the Boards directed EFG to work with Hopping, Green & Sams PA
and AV to negotiate an acquisition purchase price using the means, methods, parameters and
assumptions as presented in this report. As negotiations proceeded, AV authorized two reserve studies:
1) Reserve Management Plan - Type I Reserve Study, Facilities Advisors International LLLC, Ventura, California,
8/22/2016 revised August 25, 2016 (FAI Study), and 2) “Do I Yourself” Reserve Study, Association
Reserves, Miami, Florida, August 25, 2016 (AR Study). Itis our understanding that these studies sought
to clarify certain details as to replacement costs, expected useful life, and transfers to a capital reserve
fund. EFG considers the cost and useful life information in these new studies to be very useful in
determining long-term asset replacement needs and has incorporated much of this information in the
analysis set forth in this report.

It should be noted that the methods used to conduct a standard asset reserve study are similar to the
valuation methods utilized in this Study, but differ in a few important respects. Asset reserve methods
typically derive a steadily increasing annual transfer amount (or contribution) to meet future asset
replacement needs. However, when such transfers are required to help define the ability to borrow funds
for asset acquisition using a capped revenue source, they must be expressed on a levelized basis over the
financing term. As such, the analysis described in this Study is distinctly different from that undertaken
for a reserve study. Further, the analysis undertaken for this Study and described in this report includes
three additional components: 1) the replacement needs for those new facilities requested by AV to be
constructed shortly after acquisition, 2) multiple replacements of short-lived assets, and 3) level cash
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transfers throughout the entire thirty-year financing period to ensure that adequate reserve balances are
available in the thirty-first year.

Assessment Bond

To finance the acquisition of the recreational amenity assets, it is assumed that the Poinciana CDD will
issue an assessment bond sometime in 2017 backed by annual assessments levied to benefiting properties
within the Solivita development. Such annual assessments would, in actuality, comport with that portion
of the 2016 Club Fee revenue.

Assuming a $70.2 million asset acquisition purchase price, the assessment bond is estimated to be $86.3
million. In addition to the asset acquisition, bond proceeds would be used for $11.2 million in requested
new facilities, $2.4 million to fund a debt service reserve fund (typically a requirement of bond investors),
$1.3 million in bond underwriting fees, and $1.2 million in other project costs. The maximum affordable
asset purchase price and other key aspects of this Study are very sensitive to bond market conditions.

For purposes of this Study, it is assumed that the assessment bond will be issued at a 3.75 percent average
bond rate with maturities extending to thirty years.
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1 Introduction

This report sets forth recommended recreational amenity asset valuations for the Poinciana CDD and
Poinciana West CDD using a capital fee income approach. The report includes a goals and objectives,
valuation methods, calculations and supporting data.

Goals and Objectives

The goals of this study are as follows:

o Determine the capital fee revenue available to acquire and accumulate funds.
o Estimate asset replacement needs.

o Calculate asset valuations.

1. Report Organization

The Executive Summary provides summary conclusions and analysis summary.
Section 1 provides an introduction to the study and sets forth its goals and objectives.
Section 2 describes the valuation concept.

Section 3 provides estimates of available income.

Section 4 sets forth asset replacement needs over a thirty-year financing term.

Section 5 sets forth recommended asset acquisition values.

Section 6 describes an assumed 2017 assessment bond to finance the acquisition.

Appendices include detailed asset replacement and cash transfer schedules.

2. Authorization

This study was conducted by Environmental Financial Group, Inc. (EFG) in consultation with Poinciana
CDD legal advisors, AV, and ELM. EFG conducted this analysis under the terms and conditions of the
professional services agreement between EFG and Poinciana CDD dated April 22, 2016.

EFG provides its professional services to Poinciana CDD as business management consultants and does
not provide legal, accounting or investment banking services.
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2 Valuation Concept

The valuation concept utilized in this Study is a standard method to convert a stream of annual income
into an amount of money that can be borrowed upfront and paid back over a defined term.

Capitalized Income

A standard asset valuation concept was utilized for this Study that capitalized net available capital fee
income into a purchase price. Capital fee income was defined as the net free cash flows from 2016 Club
Fee revenues after transferring a specified, levelized amount into capital reserves for future use to replace
the assets being acquired. This stream of level free cash flows was used to pay level debt service on a
Special Assessment Bond to be issued to purchase the amenities from AV.

TABLE 2 :: Valuation Concept Summary
Step Requirements Selected Source

1. Soutce of revenue e Tevel, constant 2016 Club Fee Revenues
e  Predictable

2. Means to finance the e Long-term 30-year Tax-Exempt Special
acquisition e  Low-interest Assessment Bonds

e  Legally achievable

3. Estimate required uses e Asset replacement Inspection Report
of the revenue over the Other Reserve Studies
financing term

4. Determine the net e  Existing Asset Replacement
revenue available for e New Asset Replacement
annual principal and
interest

The residents’ willingness to pay a fixed capital fee each year over a thirty-year bond term defines the
maximum affordable acquisition value for the assets. This is an income-based approach using the
leverage created by a fixed and dedicated revenue stream, thus creating a practical indicator of asset value.
It could be argued that current Club Fees are being used to finance and replace existing recreational
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amenity assets. This valuation concept perpetuates this by transferring such ownership to Solivita
residents as represented by the Poinciana CDD and Poinciana West CDD.

Further, this valuation concept reflects the following:
e The asset value is intrinsically linked to Solivita residential housing market values.

e The assets serve as a community extension of Solivita residents homes, making them
personalized assets of special value.

e  Such specialized values cannot be defined by original or replacement cost.

e The value is unique to Solivita and is not reflective of what might be available or replicable on
the open market.
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3 Available Income

Defining a specific revenue source to form the basis of the available annual income is critical to deriving
an appropriate asset value.

EFG was instructed by the Boards to utilize a valuation concept that capitalized net available capital fee
income into a purchase price. Capital fee income is defined as the net free cash flows from 2016 Club
Fee revenues after transferring a specified, levelized amount into capital reserves for future use to replace
the assets being acquired. This stream of level free cash flows will be used to pay level debt service on a
Special Assessment Bond to be issued to purchase the amenities from AV.

Club Fee Revenues

TABLE 3 below is a schedule of 2016 Club Fees and associated number of units in each development
and phase that pay them. Club Fees would be held constant at this level through 2046 to pay the
principal and interest on an assessment bond issued to fund the acquisition of the recreational amenity
assets. For reference, TABLE 4 is a schedule of 2017 Club Fees to be charged in accordance with the
club plan.

The availability of capital funds defines the fixed upper limit of bonding capacity that can potentially be
used for capital purposes, both to acquire the assets and to finance their replacement over their life cycle.
For this analysis, capital Funds available to purchase the assets are defined as the annual revenue
generated by 5,590 planned and developed housing units paying existing 2016 Club Fees. The 2016 Club
Fees are $85 per unit per month for most residents, with a smaller number of older homes paying
between $65 and $75 per unit per month. These fees generate $5,437,212 in annual revenue. A portion
of this revenue could be used to replace the assets at times over the next thirty years and a portion could
be used to purchase them. In Florida, CDD assessment bonds are typically repaid over a thirty-year
period. It is appropriate that reserves for asset replacement be analyzed over this financing term.

The valuation method set forth in this report is predicated on the assumption that fixed 2016 Club Fee
revenue is the only source of income designated by the Boards for purposes of both caring for the
acquired assets and acquiring them from AV. Operating fees, on the other hand, are assumed to be used
to finance operating expenses, including utilities, chemicals, routine maintenance, and administration. It
is assumed that no other revenue is pledged to repay the assessment bonds or to pay for asset
replacement. However, it should be noted that, at the discretion of the Boards, other revenues could be
used to defray such expenses if the situation warranted.



Poinciana CDD and Poinciana West CDD

Development

SOLIVITA CDD

Rainbow ILakes
Treviso

Bella Vista
Lago Vista
Treviso
Lago Vista
Lago Vista
Lago Vista
Candlewood
Terra Vista
Venezia
Portofino
Capri

Flora Vista
Flora Vista
N/A

N/A

N/A

N/A

Courtyards of Montelena

N/A
Portofino
Bella Viana
Bella Viana

SOLIVITA WEST CDD

Valencia
Vizcaya
Portofino
Mira Vista
Alta Vista
Vestrella
Volare

Verona

TOTALS

TABLE 3 :: 2016 Club Fees and Revenue

Phase

1B
1C
1D
1B
1F
1G-TH
1H (40'-45")
1H (50'-65")
2A, 2B
2C, 2D
3A, 3B
4A
4B
4C
4D
5A, 5B W/5D
5C
5E (S)
5B (W)
5F
5H
51, 5]
6 (55', 65
6 (80")

7A

7B

7C

7D

7R

7F

7G1
7G2 (55', 65"

Planned Units

401
36
65
84

171
32
23
16

271

422

507
92

166

370
70

251

233
63
68

170

177
30

120

102

3,940

259
446
202
203
165

92
102
181

1,650

5,590

2016 Club Total Revenue Available

Membership Fee

$65.00
$85.00
$74.00
$74.00
$85.00
$85.00
$85.00
$85.00
$65.00
$75.00
$85.00
$75.00
$75.00
$85.00
$85.00
$85.00
$85.00
$85.00
$85.00
$84.00
$85.00
$85.00
$85.00
$85.00

$85.00
$85.00
$85.00
$85.00
$85.00
$85.00
$85.00
$85.00

for Capital

$312,780
$36,720
$57,720
$74,592
$174,420
$32,640
$23,460
$16,320
$211,380
$379,800
$517,140
$82,800
$149,400
$377,400
$71,400
$256,020
$237,660
$64,260
$69,360
$171,360
$180,540
$30,600
$122,400

$104.,040
$3,754,212

$264,180
$454.920
$206,040
$207,060
$168,300
$93,840
$104,040
$184.620
$1,683,000

$5,437,212
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Development

SOLIVITA CDD

Rainbow Lakes
Treviso

Bella Vista
Lago Vista
Treviso
Lago Vista
Lago Vista
Lago Vista
Candlewood
Terra Vista
Venezia
Portofino
Capri

Flora Vista
Flora Vista
N/A

N/A

N/A

N/A
Courtyards of Montelena
N/A
Portofino
Bella Viana
Bella Viana

SOLIVITA WEST CDD

Valencia
Vizcaya
Portofino
Mira Vista
Alta Vista
Vestrella
Volare

Verona

TOTALS

TABLE 4 :: 2017 Club Fee Revenue

Phase

1B
1C
1D
1E
1F
1G-TH
1H (40'-45")
1H (50'-65")
2A, 2B
2C, 2D
3A, 3B
4A
4B
4C
4D
5A, 5B W/5D
5C
5E (S)
5E (W)
5F
5H
51, 5]
6 (55', 65
6 (80"

7A
7B
7C
7D
7E
7F
7G1
7G2 (55', 65')

Planned Units

401
36
65
84

171
32
23
16

271

422

507
92

166

370
70

251

233
63
68

170

177
30

120

102

3,940

259
446
202
203
165

92
102
181

1,650

5,590

2016 Club
Membership
Fee

$66.00
$86.00
$75.00
$75.00
$86.00
$86.00
$86.00
$86.00
$66.00
$76.00
$86.00
$76.00
$76.00
$86.00
$86.00
$86.00
$86.00
$86.00
$86.00
$85.00
$86.00
$86.00
$86.00
$86.00

$86.00
$86.00
$86.00
$86.00
$86.00
$86.00
$86.00
$86.00

Total Revenue
Available for
Capital

$317,592
$37,152
$58,500
$75,600
$176,472
$33,024
$23,736
$16,512
$214,632
$384,864
$523,224
$83,904
$151,392
$381,840
$72,240
$259,032
$240,456
$65,016
$70,176
$173,400
$182,664
$30,960
$123,840
$105.264
$3,801,492

$267,288
$460,272
$208 464
$209,496
$170,280
$94,944
$105,264
$186,792
$1,702,800

$5,504,292
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4 Asset Replacement Needs

The acquired assets will require replacement when they reach the end of their useful lives. For purposes
of this Study, asset replacement was forecasted for their major structural, mechanical and electrical
systems.

EFG relied on replacement cost, useful life and remaining use life estimates developed by others. A
preliminary valuation was presented to the Boards on July 28, 2016 using replacement cost and useful life
information set forth in: Property Condition Assessment, Delta Engineering & Inspection, Inc., Orlando,
Florida, July 18, 2016.

At the July 28, 2016 Boards meeting, the Boards directed EFG to work with Hopping, Green & Sams
and AV to negotiate an acquisition purchase price using the means, methods, parameters and
assumptions as presented. Subsequently, AV authorized two reserve studies: 1) Reserve Management
Plan - Type I Reserve Study, Facilides Advisors International LLC, Ventura, California, 8/22/2016
revised August 25, 2016, (“FAI”) and 2) “Do It Yourself” Reserve Study, Association Reserves, Miami,
Florida, August 25, 2016 (“AR”). It is our understanding that these studies sought to clarify certain
details as to replacement costs, expected useful life, and transfers to a capital reserve fund.

Key Assumptions

The conclusions and recommendations of this Study are highly sensitive to the timing and magnitude of
future asset replacement costs. Key assumptions affecting future asset replacement needs are as follows.

o Annual building construction inflation rate—1It is assumed that the annual building construction
inflation rate will be 2.5 percent per year for each year from 2016 through 2046. Estimated asset
replacement costs are given in 2016 dollars and these estimates have been escalated to the year of
expenditure at this rate.

o Remaining Useful Life—TIt is assumed that the remaining useful life of each asset is as estimated in
the Delta, FAI and AR reports. EFG has relied on these values to derive a levelized annual
capital reserve transfer amount.

o Total Useful Life—It is further assumed that the total useful life for various structural, mechanical
and electrical systems are as given in the Delta, FAI and AR reports. Accelerated deterioration
and failure would result in higher than estimated asset replacement needs.

o Functional Obsolescence—TFor purposes of this Study, it is assumed that the assets maintain full
functional utility through a thirty-year financing period.
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TABLE 5 below sets forth 2017 — 2021 replacement needs in the amount of $1,237,600. This estimate
reflects 2.5 per annum building inflation. Each replacement is scheduled in the year after it attains its full
useful life. Note that the new auditorium and amenity complex facilities are included in the accounting
but it is not anticipated that any replacements will be required in the five years.

Scope and Limitations

The long-term replacement needs of the recreational amenity assets contemplated for acquisition are very
sensitive to future building and construction costs, regional economic conditions, future regulations, code
requirements, and other factors beyond the scope of this study.

TABLE 5 :: Five-Year Replacement Needs Summary

2017 2018 2019 2020 2021
1 2 3 4 5

Riviera Spa and Fitness Center 49,000 56,300 50,600 8,300 215,300
Waterfront Café 11,300 - 20,500 - 13,600
Atrts and Craft Fadlity 16,100 - 37,700 - -

Mosaics Restaurant 10,700 - 19,400 - 13,600
Starlight Ballroom 81,700 - 31,200 - 76,000
Bell Tower - - 9,700 - 4,500
Freedom Park - - 8,800 263,900 7,400
Palms Amenity Complex - 22,500 41,500 58,000 -

Rainbow Lake Amenity #1 1,600 3,100 - - 1,200
Rainbow Lake Amenity #2 4,700 3,100 - - 1,200
Candlewood Amenity - 1,700 - - 3,000
Capri Amenity 1,600 1,200 - - 1,200
Terra Vista Amenity #1 - 1,700 - - 1,200
Tetra Vista Amenity #2 - 1,700 - - 1,200
Flora Vista Amenity #1 1,300 1,700 - - 1,200
Flora Vista Amenity #2 1,300 1,700 - - 1,200
Lago Vista Amenity - - 16,200 - 7,400
Venezia Amenity - 10,200 - 11,500 7,400
Bella Viana Amenity - 10,200 - 11,500 7,800
New Auditorium - - - - -

New Amenity Complex - - - - -

ESTIMATED R&R $ 179,300 $ 115,100 $ 235,600 $ 353200 $ 364,400

TABLE 6 below is a summary comparison of reserve fund accrual methods.
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TABLE 6 :: Comparison of Reserve Fund Methods

Analysis Traditional Reserve Study Asset Valuation Study
I Steadily increasing, perhaps .
Total reserve fund contribution . oy asing, perhap Levelized
including inflation adjustments
Future Replacement Costs Adjusted for inflation Adjusted for inflation
Annual reserve requirement for . .
Levelized Levelized
each asset
. . Engineering and/or inspection Engineering and/or inspection
Remaining useful life & 08 / . P & 08 / . P
information information
Total useful life Engineering information Engineering information

FIGURE 1 below is a graphical display of forecasted capital reserve account activity. Levelized reserve
deposits are defined to provide an ongoing, sustainable source of financing of recreational asset
replacements over a thirty-year period including reserves building up to finance replacements expected to
occur beyond the 30 year period. Note that in some years, it is forecasted that reserve balances may be
insufficient to provide all replacement needs. It is assumed that in such cases, short-term credit
arrangements will provide a bridge during such times.

FIGURE 1 :: Forecasted Reserve Account Activity

Capital Reserve Account Forecasted Activity

Replacements  ====Reserve Deposits ====Year-End Balance

$1,000,000

o M /\/
so /\/\/\ /\\
2042

2017 2022 \/ 2027 2032 W

-$500,000
-$1,000,000

-$1,500,000
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5 Asset Acquisition Value

Combining the results reported in Sections 2 — 4, a maximum asset acquisition value was derived. As
summarized in TABLE 7 below, the Total Revenue Available for Capitalization is $96,941,386 was
derived by capitalizing $5,437,212 annual Club Fee revenue into a thirty-year bond issued at an average
bond rate of 3.75 percent. From $5,437,212 annual revenue available is deducted $627,371 in payments
for new, requested amenities, $596,634 in annual, levelized transfers to a capital reserve account, and
$275,602 for payments related to underwriting fees and other project costs. This leaves a net $3,937,546
available each year to finance the acquisition of the assets from AV. Capitalizing this into a thirty-year
bond issued at an average bond rate of 3.75 percent results in a maximum asset acquisition value of
$70,203,470.

TABLE 8 below presents our recommended asset valuations. These valuations begin with the July 28,
2016 presentation to the Boards. Adjusting asset values to reflect updated replacement cost and useful
life information provided by AV and Evergreen Lifestyle Management (as reported in the reserve studies
referenced above) leads to a maximum asset value of $70,203,470 if the Boards decide to collect tax
collection fees 7 addition to the existing 2016 Club Fee. If the Boards decide to deduct such tax collection
fees from existing 2016 Club Fee revenues with no fee increase, then the maximum asset value is
$66,635,444.

Key Assumptions

The conclusions and recommendations of this Study are highly sensitive to the timing and magnitude of
future asset replacement costs. Key assumptions affecting the asset acquisition value are as follows.

o Bond interest rate—TIt is assumed that the average bond rate is 3.75 percent. This is based on
present bond market information as provided by MBS Capital.

o Bond Term—1It is assumed that assessment bond term is thirty years. This is based on present
bond market information as provided by MBS Capital and represents typical a bond structure for
Florida CDDs.

o New Requested Amenities Costs—The cost of new amenities requested by AV were provided to
EFG by AV.
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Total Annual Revenue Available for Capital

New Amenities

Provision for Future R&R Needs
Existing Amenities

TABLE 7 :: Amenity Valuation Calculation

Financing Annual, $
5,437,212

Bonded (627,371)
(500,606)

(96,027

AV Requested New Amenities
Total R&R Needs

Other Issuance and Financing Costs

Acquisition Purchase Price

Cash Transfers

Bonded

Bonded

Total, $
96,941,386

(11,185,543)

(10,637,526)
(4,914,847

70,203,470

1—Assumes a 30-year bond term and 3.75 average bond interest rate.

2 — Taken from TABLE 1.

3 —In addition to the purchase of the recreational amenity assets, it is anticipated that the 2017 Assessment Bond will also finance
several improvements requested by AV and needed to serve future residents.

TABLE 8 :: Amenity Asset Value

Preliminary Indicated Amenity
Asset Value (July Presentation)?

Preliminary Value less 20% Cost
Contingency and Capitalized
Interest?

Preliminary Value Adjusted for
updated Replacement Costs and
Useful Life*

Tax Collection Fees
Charged in Addition to
Available Income

$ 58,665,187

$ 64,020,537

$ 70,203,470

Tax Collection Fees
Deducted from
Available Income!

$ 55,236,981

$ 61,052,512

$ 66,635,444

1—Assumes that available income from 2016 Club Fee revenues is net of expected tax collection fees to be levied in accordance with

Florida assessment bond requirements.

2 — Based on asset replacement costs and useful lives as reported in the Atkins report.
3 — Certain adjustments to cost contingency assumptions and bond financing, but otherwise based on asset replacement costs and useful

lives as reported in the Atkins report

4 - Adjustments to cost contingency assumptions and bond financing coupled with asset replacement costs and useful lives as reported

in the Association Reserves study.
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6 2017 Assessment Bond

It is anticipated that the acquisition of the Solivita recreational amenity assets will be financed by a special
assessment bond to be issued by the Poinciana CDD. TABLE 9 below sets forth planned sources and
uses of funds of such an assessment bond.

Key Assumptions

The conclusions and recommendations of this Study are highly sensitive to the timing and magnitude of
future asset replacement costs. Key assumptions affecting future asset replacement needs are as follows.

o Bond interest rate—TIt is assumed that the average bond rate is 3.75 percent. This is based on
present bond market information as provided by MBS Capital.

o  Bond Term—TIt is assumed that assessment bond term is thirty years. This is based on present

bond market information as provided by MBS Capital and represents typical a bond structure for
Florida CDDs.

o Underwriting Fees and Other Project Costs—These items were provided to EFG by MBS Capital, AV,
Hopping, Green and Sams PA, and others.

The bond proceeds, estimated at $86,303,860, would be used to finance the asset purchase, finance the
near-term capital improvements that are presented in TABLE 10 below, fund a debt service reserve
account, and pay certain other underwriting and issuance costs.

Scope and Limitations

The terms and conditions of a proposed 2017 Special Assessment Bond issuance are very sensitive to
capital market conditions, including interest rate, debt repayment structure, market timing, and other
factors. The sample schedule and assumptions reported herein are based on information as of the date
of publication. Actual investment requirements as of the issuance date may vary.

A sample schedule of annual principal and interest payments are given in TABLE C-1 in Appendix C.
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TABLE 9 :: 2017 Assessment Bond Sources and Uses of Funds

Amount

Sources of Funds

Assessment Bond Net Proceeds $ 86,303,860
Uses of Funds

Asset Purchase $ 70,203,470

Near-Term Capital Improvement Plan $ 11,185,543

Debt Service Reserve Fund (50% of MDS) $ 2,420,289

Capitalized Interest (12 months) $ -

Underwriting Fees 1.5% $ 1,294,558

Other Issuance Costs $ 1,200,000
Total Uses $ 86,303,860

1—Assumes a 30-year bond term and 3.75 average bond interest rate.
2 — Taken from TABLE 1.

3 —In addition to the purchase of the recreational amenity assets, it is anticipated that the 2017 Assessment Bond will also finance
several improvements requested by AV and needed to serve future residents.

4 - Based on information provided by MBS Capital as to the pre-funding of a debt service reserve fund.
5 — Assumes that no capitalized interest is required to initiate the payment of annual principal and interest payments.
6 — Estimated at 1.5%.

7 — Includes surveying, inspection, engineering, valuation services and other issuance costs.

TABLE 10 :: New Amenity Improvements

Project Estimated Cost

1 Waterfront Café and Arts & Crafts $508,628

2 Bell Tower Remodel $147,850

3 Mosaics Restaurant and Starlight Ballroom $1,191,338

4 Performing Arts Building $4,359,870

5 Health & Fitness Center $3.113,600
SUBTOTAL $9,321,286
20 % Contingency $1.864,257

TOTAL $11,185,543

Subject to change by the CDD.
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Appendix A :: Document Revision History

Version Date Description

1.0 26 September Submitted to Boards
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Appendix B :: Detailed Asset Reserve Requirements

This appendix includes detailed asset replacement and reserve fund transfer schedules for 2017 through

Table B-1 presents estimated replacement costs and timing for existing Solivita recreational amenity
assets.

Table B-2 presents estimated replacement costs and timing for Solivita recreational amenity assets
requested to be constructed within the next few years as requested by AV.

Table B-3 presents estimated annual transfers to a capital reserve fund to provide adequate reserves to
finance each asset replacement as presented in Table B-1.

Table B-4 presents estimated annual transfers to a capital reserve fund to provide adequate reserves to
finance each asset replacement as presented in Table B-2.
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