GCG

GOODWIN CONSULTING GRQUP

CITY OF MODESTO
COMMUNITY FACILITIES DISTRICT NO. 2004-1
(VILLAGE ONE CFD #2)

CFD STATUS REPORT

STATUS AS OF JUNE 30, 2007

April 9, 2008

555 UNIVERSITY AVE, SUITE 280 » SACRAMENTO, CA 95825
FPHONE: (216) 561-0890 » FAaX: (916) 561-0891



CITY OF MODESTO
COMMUNITY FACILITIES DISTRICT NO. 2004-1
(VILLAGE ONE CFD #2)
CFD STATUS REPORT
TABLE OF CONTENTS

SECTION

Executive Summary

L Background
A. The Village One Specific Plan
B. Community Facilities District No. 2004-1
I1. Special Tax Structure, Levies, and Account Balances
A. Structure of CFD No. 2004-1 Special Tax
B. Special Tax Levies for CFD No. 2004-1
C. CFD No. 2004-1 Account Balances
I11. Status of Development, Improvements, and Reimbursements
A. Status of Development
B. Status of Improvements/Maintenance
C. Status of Reimbursements
Appendices

Appendix A: Rate and Method of Apportionment of Special Tax
Appendix B: Map of Current CFD Boundaries

Appendix C: Fiscal Year 2006-07 Annual Special Tax Levy
Appendix D: Remaining Infrastructure to be Constructed

PAGE

WD o N

e BN Y



EXECUTIVE SUMMARY

The City of Modesto Community Facilities District (“CFD”) No. 2004-1 was formed on April 6,
2004 in order to: 1) generate funding for various road, storm drain, and park improvements; and 2)
fund the maintenance of landscaped road medians, parkways, and open space that will be installed as
part of the development of the Village One Specific Plan. This CFD Status Report is intended to
update, as of the end of fiscal year 2006-07, development within the CFD, special taxes levied and
collected, account balances, expenditures, and reimbursements. The CFD Status Report will be
prepared after the end of each fiscal year to update the information herein. Copies of this report are
available from the City’s IFP Administrative Officer, who can be reached at (209) 577-5211; the
report is also available online at www.ci.modesto.ca.us. Written requests for a copy of the CFD
Status Report should be sent to the City of Modesto IFP Administrative Officer, P.O. Box 642,
Modesto, CA, 95353.

Following is a summary of the main findings of this report (all capitalized terms are defined in the
Rate and Method of Apportionment of Special Tax (“RMA”) in Appendix A of this report):

Development

As of June 30, 2007, final subdivision maps had been recorded containing 1,376 single-
family lots in CFD No. 2004-1, and 838 of these lots had building permits issued. In
addition, three parcels of multi-family property, totaling 10.6 acres, and 12 parcels of
commercial property, totaling 18.6 acres, had building permits issued. These development
figures were used to apply the CFD No. 2004-1 tax levy for Fiscal Year 2007-08. The
remaining property within the ultimate boundaries of the CFD that has not yet annexed
includes 165 acres zoned for residential development, 25 acres zoned for multi-family
development, 8 acres for commercial development and 200 acres zoned for business park
development.

Special Taxes Levied and Collected

CFD No. 2004-1 is authorized to levy the following Special Taxes: 1) a One-Time Facilities
Special Tax, that will fund roads, storm drains and parks that are not paid through Bonds or
the Annual Facilities Special Tax, 2) an Annual Facilities Special Tax, that will fund the
amount necessary in any Fiscal Year (i) to pay principal and interest, including scheduled
sinking fund payments, on Bonds, (ii) to pay administrative expenses of CFD No. 2004-1
that have not been included in the Annual Maintenance Special Tax Requirement for the
Fiscal Year, (iii) to create or replenish reserve funds, (iv) to cure any delinquencies from
prior years, and (v) to construct or acquire Authorized Facilities, and 3) an Annual
Maintenance Special Tax, which will (i) pay for Authorized Services, (ii) pay administrative
expenses of CFD No. 2004-1 that have not been included in the Annual Facilities Special
Tax Requirement for the Fiscal Year, and (iii) cure any delinquencies from prior years.
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In Fiscal Year 2006-07, the Annual Maintenance Special Tax was levied on 696 parcels
within the CFD for a total tax levy of $346,154. The Annual Facilities Special Tax was
levied on 712 parcels within the CFD for a total tax levy of $1,966,274.

From July 1, 2006 through June 30, 2007, a total of $5,003,412 in One-Time Facilities
Special Tax revenue was collected, $1,554,852 was earned in interest, $1,824 was collected
in formation/annexation fees and $391,586 was transferred in from another Fund. For
expenditures, $13,559,191 has been spent on reimbursements to developers for right-of-way
dedication, for infrastructure installed by the City, and on staff and administrative costs. As
of June 30, 2007, the current fund balance equals $25,071,406 and will be used to fund
additional facilities or to reimburse developers for facilities already constructed.

The Maintenance Special Tax was levied in Fiscal Year 2006-07 for a total amount of
$346,154. A total of $345,639 was collected as of June 30, 2007, which represents $339,740
in taxes and penalties paid and $5,899 in interest. Approximately $209 was retained by
Stanislaus County for the cost of placing the levy on the tax roll, and $13,171 was
delinquent. All maintenance expenditures to date have been paid by maintenance tax
revenue. As of June 30, 2007, the current balance in the maintenance tax fund is $178,693.

The Annual Facilities Special Tax was levied in Fiscal Year 2006-07 for a total amount of
$1,966,274. As of June 30,2007, a total of $1,967,879 was collected in taxes, $247,424 was
earned in interest and $1,486,446 was expended on debt service. Approximately $214 was
retained by Stanislaus County for the cost of placing the levy on the tax roll, and $98,741
was delinquent. As of June 30, 2007, the current balance in the debt service fund is
$5,562,447.

Status of Improvements/Maintenance

The following CFD-funded items were constructed or acquired in Village One between July
1, 2006 and June 30, 2007:

e Road improvements on the east side of Roselle Ave. just north of Floyd Ave.
e Road improvements on the north side of Floyd Ave. just east of Roselle Ave.
e Storm drain pipe on Kodiak Drive west of Bear Cub Lane.

e Storm drain pipe on Kodiak Drive adjacent to Sanders Park.

¢ Road improvements on the east side of Oakdale Rd. at La Force Dr.

The following CFD-funded projects were under construction as of June 30, 2007:

e Road improvements on the south side of Sylvan Ave. between Aria Way and Wood
Sorrel Dr.

¢ Road improvements on Sylvan Ave. between Roselle Ave. and Millbrook Ave. including
the Sylvan/Millbrook roundabout.

¢ Road improvements on the south side of Sylvan Ave. just west of Claus Rd.
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¢ Road improvements on the west side of Roselle Ave. between Kodiak Dr. and Floyd
Ave.

e Road improvements on Floyd Ave. between Oakdale Rd. and Roselle Ave.

e Road improvements on Floyd Ave. between Fine Ave. and Claus Rd.

CFD-funded landscape maintenance of medians and parkway strips is provided on the
following collector and arterial streets: Merle Avenue, Roselle Avenue, Oakdale Road,
Belharbour Drive, Dermond Road, Floyd Avenue, Millbrook Avenue, Sylvan Avenue, Fine
Avenue, Hillglen Avenue, Bear Cub Lane, Aria Way, McReynolds Avenue, Kodiak Drive,
La Force Drive and Litt Road.

Appendix D provides a listing of the remaining infrastructure to be constructed in Village
One. These projects will be jointly funded by the City of Modesto CFD No. 1996-1 and
CFD No. 2004-1. Some of these items are listed as priority 6 on the Village One Facilities
Prioritization List and will most likely not be funded by either CFD. Please refer to the
annual report for CFD No. 1996-1 for more detailed information regarding that CFD.

Status of Reimbursements

Cash reimbursements will be made from City accounts as funds are available on a “first in,
first out” basis. The City has sole discretion as to the priority of facilities and the availability
of funds for cash reimbursements.
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BACKGROUND

A. The Village One Specific Plan

On October 16, 1990, the City Council of the City of Modesto approved Resolution No. 90-
828A thereby adopting the Village One Specific Plan (“Specific Plan”), which encompasses
1,840 gross acres of land and envisions a pedestrian-oriented, mixed-use, planned community.
The Specific Plan has been amended from time to time and the current version calls for the
development of nearly 4,800 single-family residential units, 2,120 multi-family units (including
senior housing and mixed use parcels), a 12-acre village center, four joint school/park sites, and
a 220-acre business park. In April 2003, the City Council of the City of Modesto approved an
updated Village One Infrastructure Financing Plan (“IFP”), which set forth a strategy for the
remaining unvested development in Village One to fund infrastructure and community facilities
needed to serve the build out population within the Specific Plan area.

B. Community Facilities District No. 2004-1

On April 6, 2004, Resolution No. 2004-199 was adopted by the City Council authorizing the
formation of CFD No. 2004-1. The CFD was formed to provide a funding mechanism for public
facilities and services required to serve the Village One Specific Plan area in the City of
Modesto. On March 22, 2006, special tax bonds (the “Bonds”) in the principal amount of
$31,085,000 were issued on behalf of CFD No. 2004-1. The first debt service payment on the
Bonds was due on March 1, 2007.

The initial boundaries of CFD No. 2004-1 are shown on a boundary map that was approved by
the City Council and recorded in Book 3, Page 85 of the Book of Maps of Assessment and
Community Facilities Districts in the Stanislaus County Recorder’s Office. The initial
boundaries include three existing Assessor’s Parcels that consist of approximately 17.23 acres of
village residential property and 4.17 acres of commercial property. Since CFD No. 2004-1 was
formed in April 2004, there have been thirteen (13) annexations to the CFD. As of June 2007,
there are 1,395 taxable parcels in the CFD.
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II. SPECIAL TAX STRUCTURE, LEVIES, AND ACCOUNT BALANCES

A. Structure of CFD No. 2004-1 Special Tax

A Mello-Roos special tax is authorized to be levied and collected each year for parcels within
CFD No. 2004-1 to: (i) pay costs associated with the construction of a variety of public
improvements or pay for reimbursements to developers who construct those facilities; and (ii)
pay costs associated with the maintenance of parkways and open space areas within the CFD
boundaries. The Rate and Method of Apportionment of Special Tax, which describes in detail
how the tax will be allocated among properties in the CFD, was approved by the qualified
electorate when the CFD was formed. The full text of the RMA is included in Appendix A of
this report and a brief summary of the RMA is provided below.

As explained in the RMA, three different types of Special Taxes were approved to be levied
within CFD No. 2004-1. First, a One-Time Facilities Special Tax was approved to pay for the
construction of road, storm drainage, and park improvements. The One-Time Facilities Special
Tax is paid only once by each parcel in the CFD and is collected prior to a building permit being
issued for new construction of a residential or non-residential structure on Taxable Property
within the CFD. The Maximum One-Time Facilities Special Tax rates will escalate each year by
the greater of either: (i) four percent; or (ii) the construction cost index for the San Francisco
region for the prior twelve month period as published in the Engineering News-Record or other
comparable source if the Engineering News-Record is discontinued or otherwise not available.
Each annual adjustment shall become effective on the subsequent July 1. The increase in the
ENR construction cost index for the past fiscal year was 2.9%; therefore, the One-Time
Facilities Special Tax inflated by 4.0%.

Second, an Annual Facilities Special Tax was approved to pay the amount necessary in any
Fiscal Year (i) to pay principal and interest, including scheduled sinking fund payments, on
Bonds, (ii) to pay administrative expenses of CFD No. 2004-1 that have not been included in the
Annual Maintenance Special Tax Requirement for the Fiscal Year, (iii) to create or replenish
reserve funds, (iv) to cure any delinquencies from prior years, and (v) to construct or acquire
Authorized Facilities. The Annual Facilities Special Tax shall be collected in the same manner
and at the same time as ordinary ad valorem property taxes. Beginning with Fiscal Year 2005-
06, and each Fiscal Year thereafter, the Maximum Annual Facilities Special Tax assigned to
each parcel shall be increased by two percent (2%) of the amount in effect in the prior Fiscal
Year.

Third, an Annual Maintenance Special Tax was approved to pay costs associated with the
maintenance of parks, parkways, and open space and the maintenance of the storm drainage
basin and related facilities. The Annual Maintenance Special Tax shall be collected in the same
manner and at the same time as ordinary ad valorem property taxes. The RMA identifies an
initial Maximum Maintenance Special Tax for each expected land use within each original
parcel in each Tax Zone of the CFD. The RMA also stipulates that these maximum rates
escalate each year by the greater of: (i) four percent; or (ii) the construction cost index for the
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San Francisco region for the prior twelve month period as published in the Engineering News-
Record. The increase in the ENR construction cost index for the past fiscal year was 2.9%;
therefore, the Annual Maintenance Special Tax inflated by 4.0%.

Table 1 contains a summary of the Fiscal Year 2006-07 Maximum Special Taxes that are
assigned to expected land uses within each original parcel in each Tax Zone of CFD No. 2004-1,
including annexations #1 through #13.
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ATTACHMENT 2

City of Modesto Community Facilities District No. 2004-1 (Village One #2)
Maximum Special Taxes Assigned to Expected Land Uses Within Each Original Parcel in Each Tax Zone

Last updated 10/2/06

Expected Expected Net Fiscal Year 2004-05 Fiscal Year 2004-05 Fiscal Year 2004-05 Maximum
Tax Land Taxable Maximum One-Time Maximum Annual Facilities Annual Maintenance Special
Zone Annexation Project Assessor's Parcel Number  Uses * Acreage Facilities Special Tax/1 Special Tax/2 Tax/3

1 Formation Oakcrest Subdivision 077-033-012 VR F 13.930 $421,814.33 $89,221.65 $17,175.69
1 Formation Oakdale Park Subdivision 077-033-013 VR F 2.220 $67,223.82 $14,219.10 $2,737.26
1 Formation 3400 Bobs Way 077-033-011 C F 3.050 $158,911.10 $10,888.50 $2,806.00
1 Formation Modesto Endoscopy Center 077-033-009 C F 0.930 $48,454.86 $3,320.10 $855.60
1 Formation 3032 Merle (53-PM-57) 085-034-081,082,084,085 VR F 0.740 $22,407.94 $4,739.70 $912.42
1 Formation Merle Ave. (53-PM-57) 085-034-083 VR F 0.260 $7,873.06 $1,665.30 $320.58
1 1 Shadow Creek Apartments 085-002-034 MF F 4.620 $468,638.94 $33,365.64 $18,572.40
1 1 Shadow Creek Apartments 085-002-035 MF F 4.880 $495,012.56 $35,243.36 $19,617.60
1 2 Village Ranch Unit #1 077-008-031(partial) VR F 12.253 $371,033.09 $78,480.47 $15,107.95
1 2 Village Ranch Unit #2 077-008-031(partial) VR F 12.248 $370,881.69 $78,448.44 $15,101.78
1 2 Hacienda Del Sol Unit #1 077-008-034, 35 (partial) VR F 20.400 $617,732.40 $130,662.00 $25,153.20
1 2 Hacienda Del Sol Unit #2 077-008-034, 35 (partial) VR F 16.125 $488,281.13 $103,280.63 $19,882.13
1 2 Hacienda Del Sol Apartments 077-008-034 (partial) MF F 10.600 $1,075,232.20 $76,553.20 $42,612.00
1 2 Kodiak Village 11 Subdivision 077-009-014,056 VR F 12.220 $370,033.82 $78,269.10 $15,067.26
1 2 Kodiak Village Subdivision 077-009-057 VR F 38.970 $1,180,050.57 $249,602.85 $48,050.01
1 3 Merle/Paramount Apartments 085-013-067 MF F 0.570 $57,819.09 $4,116.54 $2,291.40
1 3 Merle/Paramount Apartments 085-013-069 MF F 0.570 $57,819.09 $4,116.54 $2,291.40
1 4 3424 Oakdale Road 077-033-002 C F 1.120 $58,354.24 $3,998.40 $1,030.40
1 4 3837 Merle Avenue 085-007-018 VR e 3.060 $92,659.86 $19,599.30 $3,772.98
1 5 Kodiak Village 11l Subdivision 077-009-055 VR F 6.450 $195,312.45 $41,312.25 $7,952.85
2 6 Burkshire Estates | (Lagos) 085-001-061 VR F 8.450 $375,425.05 $54,122.25 $10,418.85
VR F 27.230 $1,209,801.67 $174,408.15 $33,574.59

2 7 Falling Leaf Subdivision 085-002-079 MF F 8.780 $1,306,744.96 $63,409.16 $35,295.60
C F 2.050 $156,714.30 $13,130.25 $2,527.65

2 8 Bhatti Estates Subdivision 085-050-001 VR e 3.480 $154,612.92 $22,289.40 $4,290.84
2 8 Sylvan Vet Clinic 084-002-041 C e 2.860 $218,635.56 $10,210.20 $2,631.20
2 9 The Plaza Subdivision 077-008-032,033 VR F 31.180 $1,385,296.22 $199,707.90 $38,444.94
2 9 Hillglen Subdivision 085-001-047 VR e 8.370 $371,870.73 $53,609.85 $10,320.21
2 9 Burkshire Estates Il (portion) 085-001-017,046 VR e 8.740 $388,309.46 $55,979.70 $10,776.42
2 9 Ramirez Estates 085-018-060 VR e 1.520 $67,532.08 $9,735.60 $1,874.16
2 9 V1 Commercial Center 085-009-004 C e 10.670 $815,678.82 $38,091.90 $9,816.40
2 9 Housing Authority Apartments 085-009-005 MF e 5.000 $744,160.00 $36,110.00 $20,100.00
2 10 Tarantella Estates 085-001-010 VR F 1.419 $63,044.75 $9,088.70 $1,749.63
2 11 Burkshire Estates Il (portion) 085-001-045 VR e 0.490 $21,770.21 $3,138.45 $604.17
2 12 Graham Estates 085-033-066,067,068 VR e 4.030 $179,048.87 $25,812.15 $4,968.99
2 12 Hillglen Sunrise 077-009-025 VR e 9.630 $427,851.27 $61,680.15 $11,873.79
2 12 Pimentel Corners 085-001-026 C e 3.220 $246,156.12 $11,495.40 $2,962.40
2 12 Thomas Terrace 085-003-057 VR e 7.870 $349,656.23 $50,407.35 $9,703.71
2 13 Village Ranch Apartments 077-008-030 MF F 10.040 $1,494,273.28 $72,508.88 $40,360.80
$16,602,128.74 $2,026,038.50 $513,605.26

* This column denotes if this is an estimated taxable acreage(e) or a final calculated taxable acreage(F).

1. Beginning in January 2005 and each January thereafter, the Maximum One-Time Facilities Special Tax shall be adjusted by the greater of (i) the percentage increase, if any, in the construction cost index for the San Francisco region for the
prior twelve (12) month period as published in thé&ngineering News Recordor other comparable source if theEngineering News Recordis discontinued or otherwise not available, or (ii) four percent (4.0%). Each annual adjustment of the
Maximum One-Time Facilities Special Tax shall become effective on the subsequent July 1.

2. Beginning in Fiscal Year 2005-06 and each Fiscal Year thereafter, the Maximum Annual Facilities Special Tax shall escalate by 2.0% of the amount in effect in the prior Fiscal Year.

3. Beginning in January 2005 and each January thereafter, the Maximum Annual Maintenance Special Tax shall be adjusted by the greater of (i) the percentage increase, if any, in the construction cost index for the San Francisco region for the
prior twelve (12) month period as published in the Engineering News Record or other comparable source if the Engineering News Record is discontinued or otherwise not available, or (ii) four percent (4.0%). Each annual adjustment of the
Maximum Annual Maintenance Special Tax shall become effective on the subsequent July 1.



B. Special Tax Levies for CFD No. 2004-1

Table 2 contains a summary of the per-acre Maximum Special Taxes in Fiscal Year 2006-07 for
Tax Zones #1 and #2 of the CFD.

Table 2

Maximum Per-Acre Special Taxes

Fiscal Year 2006-07

Per-Acre Special Tax: | Per-Acre Special Tax: Per-Acre Special Per-Acre Special
One-Time Facilities One-Time Facilities Tax: Annual Tax: Annual
Land Use Class Special Tax Special Tax Facilities Special | Maintenance Special
TAX ZONE #1 TAX ZONE #2 Tax Tax

Low Density
Residential $14,653 per $21,499 per $3,659 per $577 per
Property Net Taxable Acre Net Taxable Acre Net Taxable Acre Net Taxable Acre
Village
Residential $33,256 per $48,794 per $6,664 per $1,355 per
Property Net Taxable Acre Net Taxable Acre Net Taxable Acre Net Taxable Acre
Multi-Family $111,402 per $163,454 per $7,514 per $4,419 per
Property Net Taxable Acre Net Taxable Acre Net Taxable Acre Net Taxable Acre
Commercial $57,221 per $83,956 per $3,714 per $1,011 per
Property Net Taxable Acre Net Taxable Acre Net Taxable Acre Net Taxable Acre
Industrial $14,390 per $21,114 per $2,653 per $1,011 per
Property Net Taxable Acre Net Taxable Acre Net Taxable Acre Net Taxable Acre

For fiscal year 2006-07, a total of $346,154 in Maintenance Special Taxes and $1,966,274 in
Annual Facilities Special Taxes has been levied on the County property tax rolls.

Appendix C of this report includes the Fiscal Year 2006-07 total Special Tax levy for CFD No.

2004-1.

Maintenance and Facilities Special Tax levies for each parcel.

C. CFD No. 2004-1 Account Balances

Capital Projects Fund /1

The appendix lists all of the Assessor’s Parcels, as well as the corresponding

From July 1, 2006 through June 30, 2007, a total of $5,003,412 in One-Time Facilities Special
Tax revenue was collected, $1,554,852 was earned in interest, $1,824 was collected in
formation/annexation fees and $391,586 was transferred in from another Fund. For
expenditures, $13,559,191 has been spent on reimbursements to developers for right-of-way
dedication, for infrastructure installed by the City, and on staff and administrative costs. As of
June 30, 2007, the current fund balance equals $25,071,406 and will be used to fund additional
facilities or to reimburse developers for facilities already constructed.

/1 Source: Audited Component Unit Financial Statements, available for review at the City of Modesto.
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Maintenance Special Tax (Special Revenue Fund) /1

The Maintenance Special Tax was levied in Fiscal Year 2006-07 for a total amount of $346,154.
A total of $345,639 was collected as of June 30, 2007, which represents $339,740 in taxes and
penalties paid and $5,899 in interest. Approximately $209 was retained by Stanislaus County
for the cost of placing the levy on the tax roll, and $13,171 was delinquent. All maintenance
expenditures to date have been paid by maintenance tax revenue. As of June 30, 2007 the
current balance in the maintenance tax fund is $178,693.

Debt Service Fund /1

The Annual Facilities Special Tax was levied in Fiscal Year 2006-07 for a total amount of
$1,966,274. As of June 30, 2007, a total of $1,967,879 was collected in taxes, $247,424 was
earned in interest and $1,486,446 was expended on debt service. Approximately $214 was
retained by Stanislaus County for the cost of placing the levy on the tax roll, and $98,741 was
delinquent. As of June 30, 2007, the current balance in the debt service fund is $5,562,447.

/1 Source: Audited Component Unit Financial Statements, available for review at the City of Modesto.
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III. STATUS OF DEVELOPMENT, IMPROVEMENTS, AND REIMBURSEMENTS

A. Status of Development

As of June 30, 2007, final subdivision maps had been recorded containing 1,376 single-family
lots in CFD No. 2004-1, and 838 of these lots had building permits issued. In addition, three
parcels of multi-family property, totaling 10.6 acres, and 12 parcels of commercial property,
totaling 18.6 acres, had building permits issued. These development figures were used to apply
the CFD No. 2004-1 tax levy for Fiscal Year 2007-08. The remaining property within the
ultimate boundaries of the CFD that is not yet annexed includes 165 acres zoned for residential
development, 25 acres zoned for multi-family development, 8 acres for commercial development
and 200 acres zoned for business park development.

B. Status of Improvements/Maintenance

The following CFD-funded items were constructed or acquired in Village One between July 1,
2006 and June 30, 2007:

o Road improvements on the east side of Roselle Ave. just north of Floyd Ave.
o Road improvements on the north side of Floyd Ave. just east of Roselle Ave.
o Storm drain pipe on Kodiak Drive west of Bear Cub Lane.

o Storm drain pipe on Kodiak Drive adjacent to Sanders Park.

o Road improvements on the east side of Oakdale Rd. at La Force Dr.

The following CFD-funded projects were under construction as of June 30, 2007:

J Road improvements on the south side of Sylvan Ave. between Aria Way and Wood
Sorrel Dr.

o Road improvements on Sylvan Ave. between Roselle Ave. and Millbrook Ave. including
the Sylvan/Millbrook roundabout.

o Road improvements on the south side of Sylvan Ave. just west of Claus Rd.

J Road improvements on the west side of Roselle Ave. between Kodiak Dr. and Floyd
Ave.

o Road improvements on Floyd Ave. between Oakdale Rd. and Roselle Ave.

J Road improvements on Floyd Ave. between Fine Ave. and Claus Rd.

CFD-funded landscape maintenance of medians and parkway strips is provided on the following
collector and arterial streets: Merle Avenue, Roselle Avenue, Oakdale Road, Belharbour Drive,
Dermond Road, Floyd Avenue, Millbrook Avenue, Sylvan Avenue, Fine Avenue, Hillglen
Avenue, Bear Cub Lane, Aria Way, McReynolds Avenue, Kodiak Drive, La Force Drive and
Litt Road.
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Appendix D provides a listing of the remaining infrastructure to be constructed in Village One.
These projects will be jointly funded by the City of Modesto CFD No. 1996-1 and CFD No.
2004-1. Some of these items are listed as priority 6 on the Village One Facilities Prioritization
List and will most likely not be funded by either CFD. Please refer to the annual report for CFD
No. 1996-1 for more detailed information regarding that CFD.

C. Status of Reimbursements

Cash reimbursements will be made from City accounts as funds are available on a “first in, first
out” basis based on the date a Notice of Completion is issued. The City has sole discretion as to
the priority of facilities and the availability of funds for cash reimbursements.
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EXHIBIT A

CITY OF MODESTO
COMMUNITY FACILITIES DISTRICT NO. 2004-1
(VILLAGE ONE #2)

UPDATED RATE AND METHOD OF APPORTIONMENT OF SPECIAL TAXES
ADDING TAX ZONE #2

Special Taxes applicable to each Assessor’s Parcel in Community Facilities District No. 2004-1
(Village One #2) [herein “CFD No. 2004-1” or “the CFD”] shall be levied and collected according
to the tax liability determined by the City Council of the City of Modesto, through the application of
the appropriate amount or rate for Taxable Property, as described below. All of the property in CFD
No. 2004-1, unless exempted by law or by the provisions of Section G below, shall be taxed for the
purposes, to the extent, and in the manner herein provided, including property subsequently annexed
to CFD No. 2004-1 unless a separate Rate and Method of Apportionment is adopted for the
annexation area.

A. DEFINITIONS

The terms hereinafter set forth have the following meanings:

“Acre” or “Acreage” means the land area of an Assessor’s Parcel as shown on an Assessor’s Parcel
Map, or if the land area is not shown on an Assessor’s Parcel Map, the land area shown on the
applicable Final Map or other Development Plan.

“Act” means the Mello-Roos Community Facilities Act of 1982, as amended, being Chapter 2.5,
(commencing with Section 53311), Division 2 of Title 5 of the California Government Code.

“Administrative Expenses” means any or all of the following: the fees and expenses of any fiscal
agent or trustee (including any fees or expenses of its counsel) employed in connection with any
Bonds, and the expenses of the City carrying out its duties with respect to CFD No. 2004-1 and the
Bonds, including, but not limited to, levying and collecting the Special Taxes, the fees and expenses
of legal counsel, charges levied by the County Auditor’s Office, Tax Collector’s Office, and/or
Treasurer’s Office, costs related to annexing property into the CFD, costs related to property owner
inquiries regarding the Special Taxes, costs associated with complying with any continuing
disclosure requirements for the Bonds and the Special Taxes, and all other costs and expenses of the
City in any way related to the establishment or administration of the CFD.

“Administrator” means the person or firm designated by the City to administer the Special Taxes
according to this Rate and Method of Apportionment of Special Taxes.
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“Annual Facilities Special Tax” means a special tax levied in any Fiscal Year to pay the Annual
Facilities Special Tax Requirement, as defined below.

“Annual Facilities Special Tax Requirement” means the amount necessary in any Fiscal Year (i)
to pay principal and interest, including scheduled sinking fund payments, on Bonds, (ii) pay
administrative expenses of CFD No. 2004-1 that have not been included in the Annual Maintenance
Special Tax Requirement for the Fiscal Year, (iii) to create or replenish reserve funds, (iv) to cure
any delinquencies in the payment of principal or interest on indebtedness of CFD No. 2004-1 which
have occurred in the prior Fiscal Year or (based on delinquencies in the payment of the Annual
Facilities Special Taxes which have already taken place) are expected to occur in the Fiscal Year in
which the tax will be collected, and (v) to construct or acquire Authorized Facilities. The amounts
referred to in clauses (i) and (iii) of the preceding sentence may be reduced in any Fiscal Year by: (i)
interest earnings on or surplus balances in funds and accounts for the Bonds to the extent that such
earnings or balances are available to apply against debt service pursuant to a Bond indenture, Bond
resolution, or other legal document that sets forth these terms; (ii) proceeds received by CFD No.
2004-1 from the collection of penalties associated with delinquent Annual Facilities Special Taxes;
and (ii1) any other revenues available to pay debt service on the Bonds as determined by the
Administrator.

“Annual Maintenance Special Tax” means a special tax levied in any Fiscal Year to pay the
Maintenance Special Tax Requirement, as defined below.

“Annual Maintenance Special Tax Requirement” means that amount necessary in any Fiscal
Year to (i) pay for Authorized Services, (ii) pay administrative expenses of CFD No. 2004-1 that
have not been included in the Annual Facilities Special Tax Requirement for the Fiscal Year, and
(iii) cure any delinquencies in the payment of Annual Maintenance Special Taxes levied in prior
Fiscal Years or (based on delinquencies in the payment of Annual Maintenance Special Taxes which
have already taken place) are expected to occur in the current Fiscal Year.

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

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

“Authorized Facilities” means those facilities that are authorized to be funded by CFD No. 2004-1.
“Authorized Services” means those services that are authorized to be funded by CFD No. 2004-1.

“Bonds” means bonds or other debt (as defined in the Act), whether in one or more series, issued,
insured or assumed by CFD No. 2004-1 related to Authorized Facilities.

“Capitalized Interest” means funds in any capitalized interest account available to pay debt service
on Bonds.
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“CFD Formation” means the date on which the Resolution of Formation to form CFD No. 2004-1
was adopted by the City Council.

“City” means the City of Modesto.

“City Council” means the City Council of the City of Modesto, acting as the legislative body of
CFD No. 2004-1.

“Commercial Property” means all Parcels in CFD No. 2004-1 for which building permits have
been or may be issued for construction of a commercial building based on reference to the Village
One Specific Plan and/or the Parcel’s zoning designation.

“County” means the County of Stanislaus.
“Developed Property” means, in any Fiscal Year, the following:
For purposes of levying the Annual Maintenance Special Tax, “Developed Property” means:

. for Low Density Residential Property and Village Residential Property, all Parcels
for which a Final Map was recorded prior to June 30 of the preceding Fiscal Year but
not prior to June 30, 2002,

. for Multi-Family Property, all Parcels for which a building permit for new
construction of a residential structure was issued prior to June 30 of the preceding
Fiscal Year, and

. for Commercial Property and Industrial Property, all Parcels for which a building
permit for construction, reconstruction or expansion of a building structure was
issued prior to June 30 of the preceding Fiscal Year. Notwithstanding the foregoing,
Parcels of Commercial Property or Industrial Property on which a vacant building is
located that cannot be occupied without demolition or reconstruction of the building
shall not be categorized as Developed Property until a permit is issued for
construction of a new building or reconstruction of the existing building.

For purposes of levying the Annual Facilities Special Tax, “Developed Property” means:

. for Low Density Residential Property and Village Residential Property, all Parcels
for which a building permit for construction, or reconstruction of a unit was issued
prior to June 30 of the preceding Fiscal Year but not prior to June 30, 2002,

. for Multi-Family Attached Property, all Parcels for which a building permit for new
construction of a residential structure was issued prior to June 30 of the preceding
Fiscal Year, and
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. for Commercial Property and Industrial Property, all Parcels for which a building
permit for construction, reconstruction or expansion of a building structure was
issued prior to June 30 of the preceding Fiscal Year. Notwithstanding the foregoing,
Parcels of Commercial Property or Industrial Property on which a vacant building is
located that cannot be occupied without demolition or reconstruction of the building
shall not be categorized as Developed Property until a permit is issued for
construction of a new building or reconstruction of the existing building.

“Expected Land Uses” means the Net Taxable Acreage of each Land Use Class expected on an
Original Parcel in CFD No. 2004-1 based on reference to the Expected Land Use Map. The
Expected Land Uses for each Original Parcel in the CFD at the time of CFD Formation, and the
corresponding Maximum Special Tax for each Parcel, are reflected in Attachment 2, which will be
updated with each annexation of property into CFD No. 2004-1.

“Expected Land Use Map” means the map entitled “Village One Zoning of Unvested Properties”
and dated February 21, 2003, which is on file with the CFD Administrator at the City and the City
Clerk and which identifies the Expected Land Uses on all Parcels within the Village One Specific
Plan that either (i) are in CFD No. 2004-1 at CFD Formation, or (ii) may be annexed into the CFD in
future Fiscal Years. The Expected Land Use Map may be updated in future years to add property
within the Village One Specific Plan that was vested to develop when the map was prepared and,
therefore, was not included in the map but subsequently has its vesting expire or for any other reason
becomes subject to a condition of development that requires formation of, or annexation into, a CFD.

“Final Map” means a final map, or portion thereof, approved by the City pursuant to the
Subdivision Map Act (California Government Code Section 66410 et seq.) that creates lots which do
not need to be further subdivided prior to issuance of a building permit for a residential or non-
residential structure. The term “Final Map” shall not include any Assessor’s Parcel Map or
subdivision map or portion thereof, that does not create lots that are in their final configuration,
including Assessor’s Parcels that are designated as remainder parcels.

“Fiscal Year” means the period starting July 1 and ending on the following June 30.

“Improvement Area” means a geographic area that, upon annexation into CFD No. 2004-1, is
identified as an improvement area as defined in the Act instead of a Tax Zone, as defined below.
Special Taxes collected within an Improvement Area will be the sole security for Bonds issued for
that Improvement Area.

“Industrial Property” means all Parcels in CFD No. 2004-1 for which building permits have been
or may be issued for construction of an industrial building based on reference to the Village One
Specific Plan and/or the Parcel’s zoning designation.

“Land Use Class” means one of the five mutually-exclusive land use classes identified in Table 1 in
Section C below and defined in this Section A. The City shall, in its sole discretion, determine the
appropriate Land Use Class for Parcels on which a structure was built prior to CFD Formation.
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“Low Density Residential Property” means all Parcels in CFD No. 2004-1 for which a building
permit has been or may be issued for construction of a residential unit on a Parcel with a maximum
density of two or less dwelling units per gross acre based on reference to the Village One Specific
Plan and/or the Parcel’s zoning designation.

“Maximum Annual Facilities Special Tax” means the greatest amount of Annual Facilities Special
Tax that can be levied on an Assessor’s Parcel in any Fiscal Year determined in accordance with
Sections C and D below.

“Maximum Annual Maintenance Special Tax” means the greatest amount of Annual Maintenance
Special Tax that can be levied on an Assessor’s Parcel in any Fiscal Year determined in accordance
with Sections C and D below.

“Maximum One-Time Facilities Special Tax” means the greatest amount of One-Time Facilities
Special Tax that can be levied on an Assessor’s Parcel in any Fiscal Year determined in accordance
with Sections C and D below.

“Maximum Special Taxes” means, collectively, the Maximum One-Time Facilities Special Tax,
Maximum Annual Facilities Special Tax, and Maximum Annual Maintenance Special Tax.

“Multi-Family Property” means all Parcels in CFD No. 2004-1 for which building permits have
been or may be issued for construction of a residential structure consisting of two or more residential
units that share common walls, including but not limited to, townhomes, condominiums, duplexes,
triplexes, fourplexes, and apartment units. If a building permit has not yet been issued on the Parcel,
the Administrator shall reference the Village One Specific Plan and/or the Parcel’s zoning
designation to determine whether the Parcel is Multi-Family Property.

“Net Taxable Acreage” or “Net Taxable Acre” means the total acreage within a Final Map or
Parcel less arterial road right-of-ways and property that is defined in the Final Map for use as a park
site, school site, or City-owned or CFD-owned storm drainage basin. If a Subdivision Map is
recorded which is not a Final Map for some or all Parcels created by the subdivision, the
Administrator shall calculate the Net Taxable Acreage of such unsubdivided Parcels by identifying
the Acreage of the Parcel and (i) adding a portion of the acreage of any non-arterial right-of-way that
fronts the Parcel determined by drawing lines at right angles to the right-of-way, and (i) subtracting
a portion of the acreage of any arterial right-of-way that fronts the Parcel determined by drawing
lines at right angles to the right-of-way. The Net Taxable Acreage of a Parcel or Final Map shall be
determined in the sole discretion of the City.

“One-Time Facilities Special Tax” means a Special Tax, levied and collected in full by the City
prior to a structural building permit being issued for new construction on Taxable Property.

“Original Parcel” means an Assessor’s Parcel in CFD No. 2004-1 at the time of CFD Formation or
added to the CFD upon annexation, as identified in Attachment 2 (which shall be updated after each
annexation). A Successor Parcel that is being further subdivided shall also be considered an
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Original Parcel for purposes of determining the Maximum Special Taxes pursuant to Section C
below.

“Per-Acre Special Taxes” means the per-acre Special Taxes identified in Table 1 in Section C
below.

“Proportionately” means, for Developed Property, that the ratio of the actual Annual Facilities
Special Tax and Annual Maintenance Special Tax levied in any Fiscal Year to the Maximum Annual
Facilities Special Tax and Maximum Annual Maintenance Special Tax authorized to be levied in
that Fiscal Year is equal for all Assessor’s Parcels of Developed Property, respectively. In addition,
for Undeveloped Property, “Proportionately” means that the ratio of the actual Annual Facilities
Special Tax and actual Annual Maintenance Facilities Special Tax to the Maximum Annual
Facilities Special Tax and Maximum Annual Maintenance Special Tax is equal for all Assessor’s
Parcels of Undeveloped Property, respectively.

“Public Property” means any property within the boundaries of CFD No. 2004-1 that is owned by
the federal government, State of California, County, City, or other public agency.

“Single Family Detached Lot” means an individual numbered lot, which is in its final
configuration and for which a building permit may be issued for a single family detached unit.

“Special Taxes” means, collectively, the One-Time Facilities Special Tax, the Annual Facilities
Special Tax, and the Annual Maintenance Special Tax.

“Special Tax Category” means, individually, the One-Time Facilities Special Tax, the Annual
Facilities Special Tax, and the Annual Maintenance Special Tax.

“Subdivision Map” means a Final Map, large lot subdivision map, or other map recorded with the
County that results in the subdivision of an Original Parcel into two or more Successor Parcels.

“Successor Parcel” means an Assessor’s Parcel of Taxable Property created by the subdivision or
reconfiguration of an Original Parcel on which construction of a residential or non-residential
structure is permitted.

“Taxable Property” means all of the Assessor’s Parcels within the boundaries of CFD No. 2004-1
which are not exempt from the Special Tax pursuant to law or Section G below.

“Taxable Public Property” means, in any Fiscal Year, all Parcels of Public Property within CFD
No. 2004-1 that, (i) based on the Village One Specific Plan, were expected to be Taxable Property
and, (ii) based on this expectation, Maximum Special Taxes were assigned to the Parcels in a prior
Fiscal Year.

“Tax Zone” means a mutually exclusive geographic area within which particular Special Tax rates
may be levied pursuant to this Rate and Method of Apportionment of Special Taxes. Attachment 1
identifies the boundaries of Tax Zone #1 and Tax Zone #2 as of the date of adoption of this updated
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Rate and Method of Apportionment of Special Tax; additional Tax Zones may be created when
property is annexed into the CFD. Alternatively, additional Original Parcels may be added to a Tax
Zone with assigned Maximum Special Taxes based on the Expected Land Uses on each Original
Parcel.

“Tax Zone #1” means the geographic area that is designated in Attachment 1 of this Rate and
Method of Apportionment of Special Tax as Tax Zone #1. Tax Zone #1 may be expanded to include
additional Original Parcels that annex to CFD No. 2004-1; Attachments 1 and 2 will be updated each
time such an annexation takes place.

“Tax Zone #2” means the geographic area that is designated in Attachment 1 of this Rate and
Method of Apportionment of Special Tax as Tax Zone #2. Tax Zone #2 may be expanded to include
additional Original Parcels that annex to CFD No. 2004-1; Attachments 1 and 2 will be updated each
time such an annexation takes place.

“Undeveloped Property” means, in any Fiscal Year, all Parcels of Taxable Property within CFD
No. 2004-1 that are not Developed Property.

“Village One Specific Plan” means the specific plan for development within the Village One
project in the City of Modesto adopted by the City Council on April 1,2003, as amended from time
to time.

“Village Residential Property” means, in any Fiscal Year, all Parcels in CFD No. 2004-1 for
which a building permit has been or may be issued for construction of a residential unit on a Parcel
with a maximum density greater than two dwelling units per gross acre based on reference to the
Village One Specific Plan and/or the Parcel’s zoning designation.

B. DATA FOR ANNUAL ADMINISTRATION

On or about July 1 of each Fiscal Year, the Administrator shall identify the current Assessor’s Parcel
numbers for all Parcels of Taxable Property in CFD No. 2004-1. The Administrator shall also
determine: (i) the Tax Zone within which each Parcel of Taxable Property is located, (ii) whether
each Assessor’s Parcel of Taxable Property is Developed Property or Undeveloped Property, (iii)
which Parcels are Commercial Property, Industrial Property, Multi-Family Property, Low Density
Residential Property, and Village Residential Property (the City shall, in its sole discretion,
determine the appropriate Land Use Class for Parcels on which a structure was built prior to CFD
Formation), (iv) the Net Taxable Acreage of each Parcel, and (v) the Annual Facilities Special Tax
Requirement and the Annual Maintenance Special Tax Requirement.

In any Fiscal Year, if it is determined that (i) a parcel map for a portion of property in CFD No.
2004-1 was recorded after January 1 of the prior Fiscal Year (or any other date after which the
Assessor will not incorporate the newly-created Parcels into the then current tax roll), (ii) because of
the date the parcel map was recorded, the Assessor does not yet recognize the new Parcels created
by the parcel map, and (iii) one or more of the newly-created Parcels meets the definition of
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Developed Property, the Administrator shall calculate the Special Tax for the property affected by
recordation of the parcel map by determining the Special Tax that applies separately to each newly-
created Parcel, then applying the sum of the individual Special Taxes to the Original Parcel or
Successor Parcel that was subdivided by recordation of the parcel map.

C. CALCULATING MAXIMUM SPECIAL TAXES

The Administrator shall use the procedures set forth below to calculate the Maximum Special Taxes
for each Parcel in CFD No. 2004-1 in each Fiscal Year, including the Maximum One-Time Facilities
Special Tax, Maximum Annual Facilities Special Tax, and Maximum Annual Maintenance Special
Tax. A separate method of calculating the Maximum Special Taxes may be identified for Tax Zones
or Improvement Areas added to CFD No. 2004-1 as a result of future annexations. The Per-Acre
Special Taxes set forth in Table 1 below shall be used for purposes of Sections C.1 and C.2 below:

Table 1
Per-Acre Special Taxes
Fiscal Year 2004-05 *

Per-Acre Special Per-Acre Special
Tax: One-Time Tax: One-Time Per-Acre Special | Per-Acre Special
Facilities Facilities Tax: Annual Tax: Annual
Land Use Special Tax Special Tax Facilities Special Maintenance
Class TAX ZONE #1 TAX ZONE #2 Tax Special Tax
Low Density
Residential $13,342 per $19,576 per $3,517 per $525 per
Property Net Taxable Acre Net Taxable Acre | Net Taxable Acre | Net Taxable Acre
Village
Residential $30,281 per $44,429 per $6,405 per $1,233 per
Property Net Taxable Acre Net Taxable Acre | Net Taxable Acre | Net Taxable Acre
Multi-Family $101,437 per $148,832 per $7,222 per $4,020 per
Property Net Taxable Acre Net Taxable Acre | Net Taxable Acre | Net Taxable Acre
Commercial $52,102 per $76,446 per $3,570 per $920 per
Property Net Taxable Acre Net Taxable Acre | Net Taxable Acre | Net Taxable Acre
Industrial $13,103 per $19,225 per $2,550 per $920 per
Property Net Taxable Acre Net Taxable Acre | Net Taxable Acre | Net Taxable Acre

* All Per-Acre Special Taxes shown in Table 1 are subject to the annual adjustments described in
Section D below.

1. Original Parcels

The Maximum Special Taxes for each Land Use Class in the Original Parcels in CFD No.
2004-1 as of the date of approval of this updated Rate and Method of Apportionment of
Special Tax are identified in Attachment 2. Attachment 2 will be updated by the
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Administrator as needed to reflect Original Parcels added to the CFD due to additional
annexations. Until an Original Parcel is subdivided, the Maximum Special Taxes shown in
Attachment 2 (escalated as set forth herein) shall be the Maximum Special Taxes for the
Parcel unless the zoning on the Original Parcel changes to a Land Use Class that has higher
Per-Acre Special Taxes, as shown in Table 1 above. Upon approval of such change in
zoning by the City Council, the Administrator shall multiply the applicable Per-Acre Special
Taxes by the Net Taxable Acreage of each Land Use Class that is expected on the Parcel
based on the rezone. The Administrator shall then update Attachment 2 to reflect the higher
Maximum Special Taxes for the Parcel. If a rezone results in a Land Use Class that has a
lower Per-Acre Special Tax than the previous Expected Land Uses, there shall be no
corresponding reduction in the Maximum Special Taxes for the Parcel. The potential
reduction in Maximum Special Tax revenues must be considered separately for each Special
Tax Category. Ifthe rezone would cause a reduction in the Maximum Special Tax revenues
in any Special Tax Category, the Maximum Special Tax identified for that Special Tax
Category shall remain the same as originally assigned to the Original Parcel.

2. Successor Parcels

a. All Successor Parcels are Single Family Detached Lots

If the Parcels created by a recorded Subdivision Map are all Single Family Detached
Lots, the Administrator shall apply the following steps to allocate the Maximum
Special Taxes for the Original Parcel to each of the Successor Parcels created by the
subdivision:

Step 1: Determine the greater of (i) the Maximum Special Taxes assigned to
each Expected Land Use for the Original Parcel, or (i1) the Net Taxable
Acreage of Low Density Residential Property and/or Village Residential
Property within the Subdivision Map multiplied by the Per-Acre Special
Taxes for such Land Use Classes from Table 1 above. If the
Subdivision Map includes both Low Density Residential Property and
Village Residential Property, separately calculate the amount that
applies to each Land Use Class.

Step 2: Separately for any Low Density Residential Property and Village
Residential Property created by the Subdivision Map, divide the
Maximum Special Taxes from Step 1 by the number of Successor
Parcels to determine the Maximum Special Taxes for each Single
Family Detached Lot.

b. No Successor Parcels are Single Family Detached Lots

If none of the Successor Parcels created by recordation of a Subdivision Map are
Single Family Detached Lots, the Administrator shall apply the following steps to
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allocate the Maximum Special Taxes assigned to the Original Parcel to each of the
Successor Parcels:

Step 1:

Step 2:

Step 3:

Step 4:

Identify the Expected Land Uses for the Original Parcel.

Determine the Net Taxable Acreage within each Land Use Class created
by the Subdivision Map.

If the Net Taxable Acreage of each Land Use Class from Step 2 is the
same as the Expected Land Uses, the Maximum Special Taxes assigned
to each of the Expected Land Uses on the Original Parcel shall be
allocated to the Successor Parcels based on the Acreage of each Land
Use Class that occurs on each Successor Parcel.

If the Net Taxable Acreage within each Land Use Class from Step 2 is
different than the Expected Land Uses for the Original Parcel, the
Administrator shall apply the following steps separately for each
Special Tax Category:

Step 4a. Multiply the applicable Per-Acre Special Tax by the Net
Taxable Acreage of each Land Use Class created by the
Subdivision Map.

Step 4b. 1f the amount calculated in Step 4a is greater than the
Maximum Special Tax assigned to the Original Parcel,
multiply the Net Taxable Acreage of each Land Use Class on
each Successor Parcel by the applicable Per-Acre Special Tax
from Table 1 above to determine the Maximum Special Tax
for each Successor Parcel.

Step 4c. 1f the amount calculated in Step 4a is less than the Maximum
Special Tax assigned to the Original Parcel: (i) identify the
Maximum Special Tax that was assigned to each of the
Expected Land Uses on the Parcel, (ii) divide the Maximum
Special Tax for each Land Use Class by the Net Taxable
Acreage of each Land Use Class actually created by the
Subdivision Map, and (iii) multiply the per-acre Maximum
Special Tax calculated in (ii) by the Net Taxable Acreage of
each Land Use Class on each Successor Parcel to determine
the Maximum Special Tax for each Parcel.

If the Land Use Classes on a Successor Parcel or Parcels are
different than the Expected Land Uses for that Parcel(s) and
such difference would result in a reduction in the Maximum
Special Tax assigned to the Original Parcel for any Special
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Tax Category, the Maximum Special Tax assigned to the
Original Parcel shall either be distributed equally on a per-
acre basis to the Successor Parcels or, if multiple Land Use
Classes are created by the Subdivision Map, the Maximum
Special Tax from the Original Parcel shall be distributed to
each Land Use Class so that the per-acre tax for each Land
Use Class has the same proportional relationship as the Per-
Acre Special Taxes in Table 1 above.

If, after subdivision of an Original Parcel, a Successor Parcel is further subdivided, the
Successor Parcel shall be treated as an Original Parcel for purposes of allocating Maximum
Special Taxes pursuant to Section C.2a, C.2b, or C.2c, as appropriate.

c. Some, But Not All, Successor Parcels are Single Family Detached Lots

If a Subdivision Map divides an Original Parcel into Successor Parcels, of which
some are Single Family Detached Lots and some are not, the Administrator shall (i)
break out the Net Taxable Acreage of Low Density Residential Property and/or
Village Residential Property separately from the Net Taxable Acreage of other Land
Use Classes, (ii) for the Low Density Residential Property and/or Village Residential
Property created by the Subdivision Map, apply the steps in Section C.2a to
determine the Maximum Special Taxes for each Single Family Detached Lot, and
(1i1) apply the steps in Section C.2b above to determine the Maximum Special Taxes
for Land Use Classes other than Low Density Residential Property and Village
Residential Property.

1If, after subdivision of an Original Parcel, a Successor Parcel is further subdivided, the
Successor Parcel shall be treated as an Original Parcel for purposes of allocating Maximum
Special Taxes pursuant to Section C.2a, C.2b, or C.2¢c, as appropriate.

After each reallocation of the Maximum Special Taxes upon subdivision or reconfiguration of
Original Parcels, the sum of the Maximum Special Taxes assigned to Successor Parcels shall
never be less, but may be more, than the Maximum Special Taxes assigned to the Original
Parcels prior to such reallocation.

D. ESCALATION OF MAXIMUM SPECIAL TAXES

1. One-Time Facilities Special Tax

Beginning in January 2005 and each January thereafter, the Maximum One-Time
Facilities Special Tax assigned to each Parcel and the Per-Acre Special Tax shown in
Table 1 above shall be adjusted annually by the greater of (i) the percentage increase, if
any, in the construction cost index for the San Francisco region for the prior twelve (12)
month period as published in the Engineering News Record or other comparable source
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if the Engineering News Record is discontinued or otherwise not available, or (ii) four
percent (4.0%). Each annual adjustment of the One-Time Facilities Special Tax shall
become effective on the subsequent July 1.

2. Annual Facilities Special Tax

Beginning in Fiscal Year 2005-06, and each Fiscal Year thereafter, the Maximum
Annual Facilities Special Tax assigned to each Parcel and the Per-Acre Special Tax
shown in Table 1 above shall be increased by two percent (2%) of the amount in effect in
the prior Fiscal Year.

3. Annual Maintenance Special Tax

Beginning in January 2005 and each January thereafter, the Maximum Annual
Maintenance Special Tax assigned to each Parcel and the Per-Acre Special Tax shown in
Table 1 above shall be adjusted annually by the greater of (i) the percentage increase, if
any, in the construction cost index for the San Francisco region for the prior twelve (12)
month period as published in the Engineering News Record or other comparable source
if the Engineering News Record is discontinued or otherwise not available, or (ii) four
percent (4.0%). Each annual adjustment of the Maximum Annual Maintenance Special
Tax shall become effective on the subsequent July 1.

E. METHOD OF LEVY OF THE SPECIAL TAX

1. One-Time Facilities Special Tax

The Maximum One-Time Facilities Special Tax determined pursuant to Sections C and D
above shall be levied on all Taxable Property in CFD No. 2004-1 and shall be collected as
set forth in Section F below.

2. Annual Facilities Special Tax

Commencing with Fiscal Year 2004-05 and for each following Fiscal Year, the
Administrator shall determine the Annual Facilities Special Tax Requirement for the Fiscal
Year. The Annual Facilities Special Tax shall then be levied on all Parcels of Taxable
Property in CFD No. 2004-1 as follows:

Step 1: The Annual Facilities Special Tax shall be levied Proportionately on each
Parcel of Developed Property within the CFD up to 100% of the Maximum
Annual Facilities Special Tax for each Parcel for such Fiscal Year until the
amount levied on Developed Property is equal to the Special Tax
Requirement prior to applying any Capitalized Interest that is available in the
CFD accounts;
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Step 2: If additional revenue is needed after Step 1, and after applying Capitalized
Interest to the Annual Facilities Special Tax Requirement, the Annual
Facilities Special Tax shall be levied Proportionately on each Assessor’s
Parcel of Undeveloped Property within the CFD, up to 100% of the
Maximum Annual Facilities Special Tax for each Parcel of Undeveloped
Property for such Fiscal Year;

Step 3: If additional revenue is needed after applying the first two steps, the Annual
Facilities Special Tax shall be levied Proportionately on each Assessor’s
Parcel of Taxable Public Property, up to 100% of the Maximum Annual
Facilities Special Tax assigned to each Parcel of Taxable Public Property.

3. Annual Maintenance Special Tax

Commencing with Fiscal Year 2004-05 and for each following Fiscal Year, the
Administrator shall determine the Maintenance Special Tax Requirement for the Fiscal Year.
The Annual Maintenance Special Tax shall then be levied on all Parcels of Taxable Property
as follows:

Step 1: The Annual Maintenance Special Tax shall be levied Proportionately on each
Parcel of Developed Property within the CFD up to 100% of the Maximum
Annual Maintenance Special Tax for each Parcel for such Fiscal Year;

Step 2: If additional revenue is needed after Step 1, the Annual Maintenance Special
Tax shall be levied Proportionately on each Assessor’s Parcel of
Undeveloped Property within the CFD, up to 100% of the Maximum Annual
Maintenance Special Tax for each Parcel of Undeveloped Property for such
Fiscal Year;

Step 3: If additional revenue is needed after applying the first two steps, the Annual
Maintenance Special Tax shall be levied Proportionately on each Assessor’s
Parcel of Taxable Public Property, up to 100% of the Maximum Annual
Maintenance Special Tax assigned to each Parcel of Taxable Public Property.

F. COLLECTION OF SPECIAL TAX

The Maximum One-Time Facilities Special Tax shall be collected prior to a building permit being
issued for new construction of any residential or non-residential structure on Taxable Property
within CFD No. 2004-1, and shall be immediately delinquent if not so paid.

The Annual Facilities Special Tax and Annual Maintenance Special Tax for CFD No. 2004-1 shall
be collected in the same manner and at the same time as ordinary ad valorem property taxes,
provided, however, that prepayments are permitted as set forth in Section H below and provided
further that the City may directly bill, collect at a different time or in a different manner, and/or
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collect delinquent Annual Facilities Special Taxes and Annual Maintenance Special Taxes through
foreclosure or other available methods.

The Annual Facilities Special Tax shall be levied and collected until principal and interest on Bonds
have been repaid, costs of constructing or acquiring Authorized Facilities from Annual Facilities
Special Tax proceeds have been paid, and all Administrative Expenses have been reimbursed.
However, in no event shall an Annual Facilities Special Tax be levied after Fiscal Year 2060-61.
The Annual Maintenance Special Tax will continue to be levied and collected unless and until the
City determines that the Annual Maintenance Special Tax no longer needs to be levied to pay
Authorized Services of the CFD and all Administrative Expenses have been reimbursed. Under no
circumstances may the Annual Facilities Special Tax on one Parcel in the CFD be increased by more
than ten percent (10%) as a consequence of delinquency or default in payment of the Annual
Facilities Special Tax levied on another Parcel or Parcels in the CFD.

G. EXEMPTIONS

Notwithstanding any other provision of this Rate and Method of Apportionment of Special Taxes, no
Special Taxes shall be levied on Public Property, except Taxable Public Property, as defined herein.

H. PREPAYMENT OF SPECIAL TAX

The following definitions apply to this Section H:

“Outstanding Bonds” means all Previously Issued Bonds which remain outstanding, with
the following exception: if an Annual Facilities Special Tax has been levied against, or
already paid by, an Assessor’s Parcel making a prepayment, and a portion of the Annual
Facilities Special Tax will be used to pay a portion of the next principal payment on the
Bonds that remain outstanding (as determined by the Administrator), that next principal
payment shall be subtracted from the total Bond principal that remains outstanding, and the
difference shall be used as the amount of Outstanding Bonds for purposes of this prepayment
formula.

“Previously Issued Bonds” means all Bonds that have been issued on behalf of the CFD
prior to the date of prepayment.

“Public Facilities Requirements” means either $14,100,000 in 2004 dollars, which shall
increase on January 1, 2005, and on each January 1 thereafter by the percentage increase, if
any, in the construction cost index for the San Francisco region for the prior twelve (12)
month period as published in the Engineering News Record or other comparable source if
the Engineering News Record is discontinued or otherwise not available, or such other
number as shall be determined by the City as sufficient to fund Authorized Facilities. The
Public Facilities Requirements shown above shall be adjusted or a separate Public Facilities
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Requirements identified each time property annexes into CFD No. 2004-1; at no time shall
the added Public Facilities Requirement for the annexation area exceed the amount of public
improvement costs that are expected to be supportable by the Maximum Annual Facilities
Special Tax generated within that annexation area.

“Remaining Facilities Costs” means the Public Facilities Requirements (as defined above),
minus costs of Authorized Facilities funded by Outstanding Bonds (as defined above),
developer equity, and/or any other source of funding.

The Annual Facilities Special Tax obligation applicable to an Assessor’s Parcel in the CFD may be
prepaid and the obligation of the Assessor’s Parcel to pay the Annual Facilities Special Tax
permanently satisfied as described herein, provided that a prepayment may be made only if there are
no delinquent Annual Facilities Special Taxes with respect to such Assessor’s Parcel at the time of
prepayment. The Annual Maintenance Special Tax may not be prepaid. An owner of an Assessor’s
Parcel intending to prepay the Annual Facilities Special Tax obligation shall provide the City with
written notice of intent to prepay. Within 30 days of receipt of such written notice, the City or its
designee shall notify such owner of the prepayment amount for such Assessor’s Parcel. Prepayment
must be made not less than 75 days prior to any redemption date for Bonds to be redeemed with the
proceeds of such prepaid Annual Facilities Special Taxes. The Prepayment Amount shall be
calculated as follows: (capitalized terms as defined below):

Bond Redemption Amount

plus Remaining Facilities Amount
plus Redemption Premium

plus Defeasance Requirement

plus Administrative Fees and Expenses
less Reserve Fund Credit

equals Prepayment Amount

As of the proposed date of prepayment, the Prepayment Amount shall be determined by application
of the following steps:

Step 1. Compute the total Maximum Annual Facilities Special Tax that could be
collected from the Assessor’s Parcel prepaying the Annual Facilities Special
Tax in the Fiscal Year in which prepayment would be received by the City.

Step 2. Divide the Maximum Annual Facilities Special Tax from Step 1 by the total
amount that could be collected if the Maximum Annual Facilities Special Tax
was levied on all Parcels of Taxable Property in the CFD.

Step 3. Multiply the quotient computed pursuant to Step 2 by the Outstanding Bonds
to compute the amount of Outstanding Bonds to be retired and prepaid (the

“Bond Redemption Amount”).

Step 4. Compute the current Remaining Facilities Costs (if any).
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Step 5.

Step 6.

Step 7.

Step 8:

Step 9:

Step 10.

Step 11.

Step 12.

Multiply the quotient computed pursuant to Step 2 by the amount determined
pursuant to Step 4 to compute the amount of Remaining Facilities Costs to be
prepaid (the “Remaining Facilities Amount”).

Multiply the Bond Redemption Amount computed pursuant to Step 3 by the
applicable redemption premium, if any, on the Outstanding Bonds to be
redeemed (the “Redemption Premium”).

Compute the amount needed to pay interest on the Bond Redemption
Amount starting with the first Bond interest payment date after which the
prepayment has been received until the earliest redemption date for the
Outstanding Bonds, which, depending on the Bond offering document, may
be as early as the next interest payment date.

Compute the amount of interest the City reasonably expects to derive from
reinvestment of the Bond Redemption Amount plus the Redemption
Premium from the first Bond interest payment date after which the
prepayment has been received until the redemption date for the Outstanding
Bonds.

Take the amount computed pursuant to Step 7 and subtract the amount
computed pursuant to Step 8 (the “Defeasance Requirement”).

Determine the costs of computing the prepayment amount, the costs of
redeeming Bonds, and the costs of recording any notices to evidence the
prepayment and the redemption (the “Administrative Fees and Expenses”).

If and to the extent so provided in the indenture pursuant to which the
Outstanding Bonds to be redeemed were issued, a reserve fund credit shall be
calculated as a reduction in the applicable reserve fund for the Outstanding
Bonds to be redeemed pursuant to the prepayment (the “Reserve Fund
Credit”).

The Annual Facilities Special Tax prepayment is equal to the sum of the
amounts computed pursuant to Steps 3, 5, 6, 9, and 10, less the amount
computed pursuant to Step 11 (the “Prepayment Amount”).

If an owner that has prepaid the Annual Facilities Special Tax obligation assigned to a Parcel
subsequently rezones the Parcel to a Land Use Class that has a higher Per-Acre Annual Facilities
Special Tax, the City may in its sole discretion and as a condition of approval of the rezoning,
collect the additional Annual Facilities Special Tax prepayment that would have applied had the
Parcel been rezoned at the time of the original prepayment for the Parcel.
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I. INTERPRETATION OF SPECIAL TAX FORMULA

The City reserves the right to make minor administrative and technical changes to this document that
does not materially affect the Rate and Method of Apportionment of Special Taxes. In addition, the
interpretation and application of any section of this document shall be left to the City’s discretion.
Interpretations may be made by the City by ordinance or resolution for purposes of clarifying any
vagueness or ambiguity in this Rate and Method of Apportionment of Special Taxes.
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APPENDIX B

CITY OF MODESTO
COMMUNITY FACILITIES DISTRICT NO. 2004-1
(VILLAGE ONE #2)

MAP OF CURRENT CFD BOUNDARIES






APPENDIX C

CITY OF MODESTO
COMMUNITY FACILITIES DISTRICT NO. 2004-1
(VILLAGE ONE #2)

FISCAL YEAR 2006-07 ANNUAL SPECIAL TAX LEVY



