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1. Introduction

This report contains certain information required to be filed annually per SEC rule 15¢2-12
(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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II. 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, 2007,
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, 2007.
»  Series 2005 Bonds outstanding: $56,125,000
>  Series 2006 Bonds outstanding: $58,590,000

(3) The balance in each fund under the Trust Indenture for the Bonds as of June 30, 2007.

»  Special Tax Fund: $343,274
»  Administrative Expense Account: $321,404
»  Surplus Fund: $0

(1) Balances in each fund for the Series 2005 Bonds as of June 30, 2007.

> Bond Interest Account: $1,010

> Capitalized Interest Account: $2,352,111
> Reserve Account: $5,371,794
> Construction Account: $6,567,169
> Acquisition Account: $23,207,826
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(11) Balances in each fund for the Series 2006 Bonds as of June 30, 2007.

> Bond Interest Account: $1,530

> Capitalized Interest Account: $5,347,319
> Reserve Account: $5,209,191
> Cost of Issuance Account: $51,888

> Construction Account: $7,433,004
> Acquisition Account: $40,578,570

(4)  Special tax delinquency information as shown on the assessment roll of the Placer
County Assessor last equalized prior to September 2007:

(1) Special tax delinquency rate for all parcels levied a special tax as of July
16, 2007.

> Delinquency rate:  0.46%

(11) Number of parcels that are delinquent as of July 16, 2007.
> Number of parcels delinquent: 2

(ii1))  Amount of each delinquency and length of time delinquent.

> Assessor’s parcel number 103-040-003-000 is delinquent
$1,644.75 and has been delinquent since April 10, 2007

> Assessor’s parcel number 103-080-003-000 is delinquent
$1,453.50 and has been delinquent since April 10, 2007

(5) Anupdate of the estimated value-to-lien ratios, based on the assessed values within the
CFD and the special tax levy for fiscal year 2007-08.

> See Appendix B

(6)  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
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(7)  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

(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 2006-07 and the first half year
of 2007-08 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 2006-07 nor in the first half
year of 2007-08

(10) A description of any transfers in property in fiscal year 2006-07 and the first half year
of 2007-08 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 2006-07 nor in the first half
year of 2007-08

(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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IIl. 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:

Principal and interest payment delinquencies.

Non-payment related defaults.

Unscheduled draws on debt service reserves reflecting financial difficulties.
Unscheduled draws on credit enhancements reflecting financial difficulties.
Substitution of credit or liquidity providers, or their failure to perform.
Adverse tax options or events affecting the tax-exempt status of the security.
Modifications to rights of security holders.

Bond calls.

Defeasances.

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

SIS0 R WD =
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As defined above, no significant events have occurred during fiscal year 2006-07 in relation to
the Bonds.
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