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. Introduction

This report contains certain information required to be filed annually per SEC rule 15c2-12
(b)(5) (the “Rule”) by the Northstar Community Services District (the “CSD”) Community
Facilities District No. 1 (the “CFD”). The Rule is applicable to the Special Tax Bonds, Series
2005 (the “Series 2005 Bonds”) issued in the aggregate amount of $56,125,000 on December 20,
2005, and to the Special Tax Bonds, Series 2006 (the “Series 2006 Bonds”) issued in the
aggregate amount of $58,590,000 on December 20, 2006 (collectively, the “Bonds”). The Rule
requires that an issuer undertake in a written agreement or contract for the benefit of holders of
the securities issued to file with national and state repositories the following:

1. Certain financial and operating information as presented in the Continuing Disclosure
Agreements

2. Audited financial statements

3. Notice of certain enumerated significant events

4. Notice of any failure to provide such annual financial information as agreed

To comply with the Rule, the CSD agreed in the Continuing Disclosure Agreements (the
“Agreements”) associated with the Bonds to provide certain information annually for the benefit
of the bondholders. The CSD has also agreed to disclose the occurrence of several significant
events with respect to the Bonds, should they occur.
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I1. Financial and Operating Information

Section 4 of the Agreements requires the CSD to provide the Annual Report to include an update
of the status of several items concerning the CFD. The following is a list of those items:

(1) The audited financial statements of the CFD for the fiscal year ending June 30, 2009,
which may be included in the audited financial statements of the CSD. Audited
financial statements of the CFD shall be audited by such auditor as shall then be
required or permitted by state law or the Trust Indenture. Audited financial statements
shall be prepared in accordance with Generally Accepted Accounting Principles as
prescribed for governmental units by the Governmental Accounting Standards Board;
provided, however, that the CFD may from time to time, if required by federal or state
legal requirements, modify the basis upon which its financial statements are prepared.
Audited financial statements for the CSD are presented in Appendix A in this report.

(2)  The principal amount of Bonds outstanding as of June 30, 2009.
»  Series 2005 Bonds outstanding: $56,035,000
»  Series 2006 Bonds outstanding: $58,590,000

(3)  The balance in each fund under the Trust Indenture for the Bonds as of June 30, 20009.

»  Special Tax Fund: $2,784,468
»  Administrative Expense Account: $339,969
»  Surplus Fund: $0

() Balances in each fund for the Series 2005 Bonds as of June 30, 20009.

> Bond Interest Account: $0

> Capitalized Interest Account: $0

> Reserve Account: $5,265,987
> Construction Account: $1,467,407
> Acquisition Account: $80,798
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(4)

()

(6)

(7)

(i) Balances in each fund for the Series 2006 Bonds as of June 30, 2009.

> Bond Interest Account: $44

> Capitalized Interest Account: $206

> Reserve Account: $5,533,359
> Cost of Issuance Account: $0

> Construction Account: $8,783,752
> Acquisition Account: $3,998,417

Special tax delinquency information as shown on the assessment roll of the Placer
County Assessor last equalized prior to September 2009:

Q) Special tax delinquency rate for all parcels levied a special tax as of July
6, 20009.

> Delinquency rate:  0.50%
(i) Number of parcels that are delinquent as of July 6, 2009.
> Number of parcels delinquent: 67
(iti))  Amount of each delinquency and length of time delinquent.
> See Appendix B

An update of the estimated value-to-lien ratios, based on the assessed values within the
CFD and the special tax levy for fiscal year 2009-10.

> See Appendix B

Any changes to the Rate and Method of Apportionment of Special Tax (the “RMA”)
approved or submitted to the qualified electors for approval prior to the filing of the
Annual Report.

> None

The status of any foreclosure actions being pursued by the CFD with respect to
delinquent special taxes.

> No foreclosure actions have been pursued by the CFD.
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(8) Any information not already included under (2) through (7) above that the Board of
Directors of the CSD is required to file in its Annual Report to the California Debt and
Investment Advisory Commission pursuant to the provisions of the Mello-Roos
Community Facilities Act of 1982, as amended.

> See Appendix C

(9) A description of any transfers in property in fiscal year 2008-09 and the first half year
of 2009-10 which results in taxable property being reclassified as exempt from the
special tax under Section H of the RMA.

> No such transfers have occurred in fiscal year 2008-09 nor in the first half
year of 2009-10.

(10) A description of any transfers in property in fiscal year 2008-09 and the first half year
of 2009-10 which results in property exempt from the special tax under Section H of
the RMA being reclassified as taxable property.

> No such transfers have occurred in fiscal year 2008-09 nor in the first half
year of 2009-10.

(11) Such further information, if any, as may be necessary to make the statements
specifically required pursuant to this Section 4(b) in the Agreements, in light of the
circumstances under which they are made, not misleading.

> No further information is necessary.
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I11. Reporting of Significant Events

Pursuant to the provisions of Section 5 of the Agreements, the CFD shall give, or cause to be
given, notice of the occurrence of any of the following events with respect to the Bonds, if
material:

1. Principal and interest payment delinquencies.

2. Non-payment related defaults.

3. Unscheduled draws on debt service reserves reflecting financial difficulties.
4. Unscheduled draws on credit enhancements reflecting financial difficulties.
5. Substitution of credit or liquidity providers, or their failure to perform.

6. Adverse tax options or events affecting the tax-exempt status of the security.
7. Modifications to rights of security holders.

8. Bond calls.

0. Defeasances.

10. Release, substitution or sale of property securing repayment of the Bonds.
11. Rating changes.

As defined above, no significant events have occurred during fiscal year 2008-09 in relation to
the Bonds.
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NORTHSTAR COMMUNITY SERVICES DISTRICT
NOTES TO FINANCIAL STATEMENTS {CONTINUED)
JUNE 30, 2009

26

NOTE 4 -

CAPITAL ASSETS

GOVERNMENTAL ACTIVITIES
Not subject to depreciation
tand
Construction in progress
General fund
Capital project fund
Total not subject to depreciation

Subject to depreciaticn
Buildings and improvements
Equipment
Vehicles and equipment
Software
Tatal subject to depreciation

Less accumulated depreciation
Buildings and improverments
Equipment
Vehicles and equipment
Software
Totat accumulated depreciation

Total capital assets subject
10 depreciation, net

Governmental activities capitai
assets, net

BUSINESS-TYPE ACTIVITIES
Not subject to depreciation
Construction in progress
Total not subject to depreciation

Subject to depreciation
Buildings and improvemants
Equipment
Vehicles and equipment
Software
Water/sewer system
Total subject to depreciation

L.ass accumulatad depreciation
Buildings and improvements
Equipment
Vehicles and equipmant
Software
Watar/sewer system
Total accumulated dapreciation

Total capital assets subject W
depreciation, net

Business-type activities
capital assets, net

Capital assets activity during 2009 was as follows:

Balance Balance
June 30, 2008 Additions Celetions June 30, 2008
$ 5,031,190 § 1,480,494 -- % 7,491,684
1,107.314 71,721 422,162 756,873
12,048,746 7,859,584 546,103 19,360,227
19,185,280 9,391,798 968,265 27,608,784
3,186,350 587,260 3,773,610
475,161 31,437 - 506,588
2,756,821 B8h6,324 411,218 3,201,927
54,745 3,335 9,350 58,730
6,483,077 1,478,356 420,568 7,540,865
263,547 72,536 336,083
226,263 32,444 - - 258,707
1,011,758 161,078 339,826 832,908
9,002 9,126 5,743 12,380
1,510,670 275,182 345,674 1,440,078
4,972,507 1,203,174 74,894 6,100,787
§ 24,167,757 $ 10,594,973 $ 1,043,159 $33.708.671
$ 645,250 § 320,116 % .- % 966,366
648,250 320,118 - - 966,368
1,782,698 - - 1,782,698
124,311 129,177 253,488
772,285 4,730 - 777.015
56,380 53,060 7,850 101,780
14,527,665 2,181 - 14,529,846
17,263,339 189,148 7.650 17,444,837
805.834 58,752 864,586
110,129 16,172 128,301
816,652 23,897 - 540,548
8,767 12,678 3,328 18,117
7,831,702 291,885 - §,223,587
9,473,084 403,384 3,328 9,873,140
7,790,256 | 214,236) 4,322 7,571,697
$ _B8.436505 $ 106,880 § . 4,322 $ 8,538,063
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NORTHSTAR COMMUNITY SERVICES DISTRICT
NOTES TO FINANCIAL STATEMENTS {CONTINUED)
JUNE 30, 2009

NOTE b -

NOTE 6 -

LONG-TERM DEBT

A schedule of changes in long-term debt for the year ended June 30, 2009 is as follows:

Balance Balance Oue Within
June 30, 2008  Additions Celetions June 30, 2009 Cne Year

GOVERNMENTAL ACTIVITIES
Compensated absences $ 617,576 $ 17,431 $_ .- $ 635,007 $ -

BUSINESS-TYPE ACTIVITIES
Compensated absences $ 116,642 $ 9.908 $ 25,595 $ 100,955 $ - -

DEBT WITHOUT GOVERNMENT COMMITMENT
Special Assessment District

During 2005 and 2006, bonded debt was issued by a special assessment district known as
Community Facilities District #1 (CFD} to finance infrastructure improvements and facilities
within the District’s boundries. The District has no legal respensibility with respect to the
payment of this debt and therefore has not recorded it as a liability, However, the District
is responsible for a portion of the construction and improvements financed by the special
assessment district. Therefore, the related capital projects fund is reflected in the District’s
financial statements. The District is also responsible as the CFD’s agent for the receipts,
disbursements and balances of the CFD which are reported as agency fund transactions in
the financial statements. The outstanding balance of these issues as of June 30, 2009 is
as follows:

Northstar Community Services District Community Facilities

District No. 1 Special Tax Bonds, Series 2005 $ 56,035,000

Northstar Community Services District Community Facilities

District No. 1 Special Tax Bonds, Series 2006 58,590,000
Total $ 114,625,000
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NORTHSTAR COMMUNITY SERVICES DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2008

NOTE 7 -

NOTE 8 -

SEGMENT INFORMATION FOR ENTERPRISE FUNDS

The District maintains two enterprise funds. Segment information for the fiscal year
ended June 30, 2009, is as follows:

Water Fund Sewer Fund Total

Operating revenue $ 917,766 § 1,730,414 $ 2,648,180
Depreciation expense 223,320 176,736 400,056
Operating income (loss) { 68,133 { 29,837 { §97.970)
Changes in net assets 108,879 218,392 327,271
Property, plant and equipment

Additions 215,173 294,091 509,264

Delstions ( 3,400} | 4,250} { 7,650)
Net working capital 1,235,302 1,226,875 2,462,227
Tatal assets 5,598,999 4,687,369 11,286,368
Total net assets 6,501,941 4,623,895 11,125,836

DEFINED BENEFIT PENSION PLAN

The District is participating in the California Public Employees Retirernent System (PERS),
an agent multiple-employer public employee retirement system that acts as a common
investment and administrative agent for participating public entities within the State of
California. The payroll for employees covered by the system was $2,489,396 for the
year ended June 30, 2009.

Benefit payments to which participants and beneficiaries may be entitled under the plan
include service retirement, vested deferred retiremant, non-industrial disability retirement,
industrial disability retirement, pre-retirement death benefits, post-retirement death
benefits, and cost of living adjustments.

The required contribution was determined as part of the June 30, 2006 actuarial valuation
using the entry age actuarial cost method. The actuarial assumptions included (&) an
nvestment rate of return of 7.75%, (b} projected salary increase of 3.26% to 14.45%
depending on age, service and type of employment, (c) infiation of 3.00%, (d) payroll
growth of 3.25%, and (e} individual salary growth using a merit scale varying by duration
of employment coupled with an assumed annual inflation component of 3.00% and an
annual production growth of .25%.

The District makes the contributions required of District employees on their behalf and for
their accounts. Rates are set by statute. The contribution rate during fiscal year 2009
was 24.750% for safety employees and 16.899% for miscellaneous employees o all
covered payroll. The District's contributions to PERS for the years ending June 30, 2009,
2008 and 2007 were $706,015, $606,367, and $683,458, respectively, which egualed
the required contributions for each vear.

PERS issues a publicly available financial report that includes financial statements and
required supplementary information. That report may be obtained by calling 916-326-
3420.
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NORTHSTAR COMMUNITY SERVICES DISTRICT
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2009

NOTE 9 -

NOTE 10 -

NON-MONETARY TRANSACTION

During the fiscal year ended June 30, 2007, the District entered into a barter transaction
with Northstar Community Housing Corporation (NCHC} in which water and sewer
connection and user fees were exchanged for employee housing services. Employee
housing services wilt end once the credit has been exhausted or in thirty years, whichever
comes first. Any credit not used by the end of the 30-year period will be refunded back
to the District. As a result of this transaction, the District recorded revenue and a prepaid
asset during the year ended June 30, 2007 equaling $315,415, the fair value of the
services. As of June 30, 2009, the remaining credit was $268,310.

RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to emptoyees; and natural disasters.
The District is a member of two joint power authorities for the operation of a common risk
management and insurance program. The programs cover workers' compensation,
property, general and auto liability, and aute physical damage insurance. The authorities
are governed by an executive board consisting of representatives from member districts.
The executive board controls the operations of the authorities, including selection of
management and approval of operating budgets. The relationship between the District
and the joint power authorities is such that the authorities are not component units of the
District for financial reporting purposes.

For warkers' compensation insurance, the District has joined together with other special
districts within the state to form the Special Districts Workers' Compensation Authority
(SDWCA). The District pays estimated annual premiums to the SDWCA based upon
estimated payroll classified into rate categories pursuant to the rules published by the
California Workers' Compensation Insurance Rating Bureau. Actual premiums due are
determined after the fiscal year-end and are based upon actual payroll. The SDWCA is
entitled to assess additional premiums or to refund premiums based upon a pro rata
allocation of the District's premium paid to total premiums paid. The District is not
assessed additional premiums or refunded premiums based upon the District's individual
glaims or loss experience. The SDWCA agrees to pay all amounts legally reguired by
California Workers’ Compensation Laws. The amounts of seftiements have nat exceeded
coverage provided by SDWCA for the last three fiscal years.

For property, general and auto liability, and auto physical damage, the District has ioined
together with other fire protection districts as members in the Fire Agencies Insurance
Risk Authority (FAIRA). The District pays an annual premium to FAIRA. FAIRA has not
assessed additional premiums, but has refunded premiums hased upon the pool’s ioss
experience and the District’s participation premiums.



NORTHSTAR COMMUNITY SERVICES DISTRICT
NOTES TO FINANCIAL STATEMENTS {CONTINUED)
JUNE 30, 2009

30

NOTE 10 -

RISK MANAGEMENT (Cantinued)

The following is a summary of financial information as of the latest date for which such

information is available.

FAIRA
June 30, 2009

SDWCA
June 30, 2009
Total assets $ 84,751,601
Total liabilities 51,575,890
Total net assets 33,175,606
Total revenue 32,217,330
Total expenses 21,364,672

$ 2,630,083
53,283
2,476,800
2,675,260
2,629,197
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NORTHSTAR COMMUNITY SERVICES DISTRICT

32

STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET (GAAP BASIS) AND ACTUAL

GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2009

REVENUE
Taxes and assessments
Capital contributions
Fees and other non-tax revenue
Interest
Fire mitigation fees
Service revenue
Administrative fees
Grant revenue
Other
Total revenue

EXPENDITURES
Current
General government
Public safety
Streets
Trails
Capital cuttay
Total expenditures

Excess {deficiency} of revenue
over expenditures
FUND BALANCE, beginning of year

FUND BALANCE, end of year

See accompanying notes

Variance -
Originai Final Favorahle
Budget Budgst Actual {Unfavorable)
$4,108,065 $ 4,508,091 § 4,627,357 $ 119,266
3,200,000 3,200,000 3,798,679 598,679
129,159 139,159 151,614 12,455
132,000 55,000 33,054 { 21,946)
20,000 20,000 18,396 {1,604}
46,405 46,405 84,252 37.847
136,500 169,100 224,384 55,284
30,000 40,000 66,013 26,013
56,000 97,334 103,034 5,700
7,808,129 8,275,089 9,106,783 831,694
1,715,040 1,712,585 1,667,159 45,436
2,546,673 2,693,583 2,583,421 110,162
1,085,262 1,066,085 1,047,706 18,379
59,184 74,152 76,810 { 2,658)
2,703,868 1,885,085 2,463,409 (578,324)
8,080,027 7,431,500 7,838,506 (407,005}
{ 171,8398) 843,589 1,268,278 424,689
4,463,487 4,463,487 4,463,487
$4,291,689 $5,307076 $5,731.765  § 424,689




NORTHSTAR COMMUNITY SERVICES DISTRICT
COMBINING STATEMENT OF NET ASSETS
ENTERPRISE FUNDS
JUNE 30, 2009
(WITH COMPARATIVE TOTALS FOR 2008)
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ASSETS
Current assets
Cash
Accounts receivable
Due from other funds
Due from other governments
Prepaid insurance
Total current assets

Designated assets
Cash
Interest receivable

Total designated assets

Property, plant and equipment

Less accumulated depreciation
Net property, plant
and squipment

Total assets

LIABILITIES
Current liabilities
Accounts payable
Accrued wages and
related items
Total current liabilities

Long-term liabilities
Compensated absences

Total liabilities
NET ASSETS
Investment in capital assets
Restricted for capital replacement

Unrestricted

Total net assers

Totals
{Memorandum Only}

Water Sewer 2008 2008
$ 793,073 $ 732,012 5 1,625,085 $ 1,880,878
309,710 311,374 621,084 538,238
5,224 5,224 10,448 - -
25,210 62,969 88,179 83,044
136,868 140,140 277,008 172
1,270,085 1,251,719 2,521,804 2,502,832
58,191 163,013 221,204 98,067
2,582 2,715 5,297 12,388
60,773 165,728 226,501 110,465
10,474,494 7,936,709 18,411,203 17,909,589
{ 5,206,353) {4,666,787) { 9,873,140) (9,473,084)
5,268,141 3,269,922 8,538,063 8,436,505
6,598,999 4,687,369 11,286,368 11,049,802
22,734 17,490 40,224 116,811
11,999 7,354 19,353 17,784
34,733 24,844 59,577 134,695
62,326 38,628 100,955 116,642
97,059 63,473 160,532 251,237
5,268,141 3,269,922 8,538,063 8,436,505
60,773 165,728 226,501 110,468
1,173,026 1,188,246 2,361,272 2,261,595
% 6,501,940 $ 4,623,895 $ 11,125 838 § 10,798,565

See accompanying notes
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NORTHSTAR COMMUNITY SERVICES DISTRICT
COMBINING STATEMENT GF REVENUE, EXPENSES AND CHANGES IN NET ASSETS
ENTERPRISE FUNDS
FOR THE YEAR ENDED JUNE 30, 2009
{(WITH COMPARATIVE TOTALS FOR 2G08)

Totals
{Memerandum Oniy)
Water Sewer 2009 2008

QOPERATING REVENUE

Service charges $ 702,430 $ 1,540,879 $ 2,243,309 $ 2,162,249
Connection fees 162,474 139,947 302,421 278,908
Administrative fees 45,882 45,882 91,764 46,548
Other 6,978 3,707 10,686 58,693
Total operating revenue 917,765 1,730,415 2,648,180 2,546,398
OPERATING EXPENSES
Wages 337,771 166,416 504,187 492,328
Employee benefits 157,812 102,819 260,731 265,714
Insurance 27,050 27,386 54,436 53,944
Maintenance 93,014 58,868 151,882 188,802
Purchased services - - 1,175,356 1,175,356 1,061,407
Professional services 18,977 8,067 27,044 38,041
Utilities 80,346 7,932 88,278 83,110
Cther departmental expense 8,619 1,175 9,694 12,173
Uniforms 4171 4,076 8,247 9,062
Communications 6,113 6,096 12,209 12,449
Miscellaneous 28,707 25,323 54,030 33,382
Depreciation 223,320 176,736 400,066 381,580
Total operating expenses 985,900 1,760,250 2,746,150 2,632,092
Operating income {loss} { 68,135} {29,835} { 897,970} { 85,694)
NONQPERATING REVENUE
Interest revenue 27,532 21,239 48,771 12,399
Income ({loss} before contributions {40,603} ( 8,596) { 49,139) { 73,295)
CAPITAL CONTRIBUTION 149,481 226,989 376,470
CHANGES IN NET ASSETS 108,878 218,393 327.271 { 73,295)
NET ASSETS, beginning of year 6,383,062 4,405,503 10,798,565 10,871,860
NET ASSETS, end of year $ 6,501,940 $ 4,623.896 $ 11,125,836 $ 10.798,565

See accompanying notes
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CASH FLOWS FROM QPERATING ACTIVITIES
Cash received from customers
Payments of employee salaries
Payments of employee benefits
Payments for services and supplies
Net cash used by
operating activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Acquisition and construction of capital assets
Capital contributions
Net cash used by capital and
related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interast received on investments

NET INCREASE (DECREASE) IN CASH
CASH, beginning of year

CASH, end of year

RECONCILIATION OF OPERATING INCOME (LOSS) TO
NET CASH PROVIDED BY OPERATING ACTIVITIES

Operating income (loss)

Adjustments to reconcile operating income {loss} to
net cash provided by operating activities
Depreciation
Changes in assets and liabilities
lIncrease) decrease in accounts receivable
{increase) decrease in due from other funds
lincrease) decrease in due from other govermmeants
{Increase) decrease in prepaid insurance
Increase (decrease) in accounts payable
increase (decrease} in accrued liabilities
Increase (decrease) in compensated absences

Net cash vsed by
operating activities

Water Sewer Total
$ 859,633 $ 1,690,615 $ 2,550,248
(328,662) { 189,742) { 518,304)
(157,911} { 102,819} { 260,730)
(472,298) {1,462,300) (1,934,598)
[ 99,138) {  64,2486) { 163,384}
(211,772) { 289,842) { 501,614)
149,481 226,989 376,470
( 82,291} { 62,853) { 125,144)
31,029 24,843 55,872
{130,400) {102,2586) ( 232,656}
981,664 997,281 1,978,945
$ 851,264 $895,025  § 1,746.289
${ 68,1358) ${ 29,835} $(  97,970)
223,320 176,736 400,086
{ 50,845} (32,201} ( 82,846)
{ B,224} { 5,224) { 10,44B)
( 2,262} { 2,373) { 4,635)
{136,782} { 140,054} { 276,836)
{ 68,619} { 7.968) {76,587
3,202 ! 1,633} 1,669
6,007 ( 21,694) ( 15,687)
599,138} 5 64,246} $(..163,384)

See accompanying notes
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STATEMENTS OF CHANGES [N ASSETS AND LIABILITIES

COMMUNITY FACILITIES DISTRICT #1
FOR THE YEAR ENDED JUNE 30, 2009
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Cash and investments

Due to bond holders

Cash and investments

Due to bond holders

Series 2005 Bonds

Balance
June 30, 2008

Additions Reductions

Balance
June 30, 2009

58,932,784  $8,614,325 §9.156,654  § 8,390,455
$8.932,784  $8,614,3256 $9.156.654  $ 8,390,455
Series 2006 Bonds
Balance Balance
June 30, 2008 Additions Reductions  June 30, 2009
$18,787,117 $ 3,057,110 $ 16,310,618 $ 5,533,609
$ 18,787,117  $ 3.057,110 $ 16,310,618 $ 5,633,609

See accompanying notes





