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INTRODUCTION

This Administration Report ("Report™) provides an analysis of the financial and administrative
obligations of Community Facilities District ("CFD") No. 1 of the Poway Unified School District
("District™) resulting from the sale of (i) the Series 1998 Special Tax Bonds (1998 Bonds")
issued in February of 1998 in the amount of $80,000,000 and (ii) the Series 2003 Special Tax
Bond (2003 Bonds") issued January of 2003 in the amount of $5,815,835.10. All capitalized
terms herein are used as defined in the Rate and Method of Apportionment ("RMA"), the Bond
Indenture (“Indenture™), and the First Supplemental Bond Indenture ("First Supplemental
Indenture™) for CFD No. 1.

The 1998 Bonds and 2003 Bonds of CFD No. 1 are secured and repaid through the annual levy
and collection of Special Taxes from all property subject to the Annual Special Tax within CFD
No. 1. In calculating the Annual Special Tax requirement for Fiscal Year 2005-06, the Report
describes (i) the remaining financial obligations of CFD No. 1 for Fiscal Year 2004-05, (ii) the
financial obligations of CFD No. 1 for Fiscal Year 2005-06, and (iii) the amount of new
development which has occurred within the boundaries of CFD No. 1.

The Report is organized into the following sections:

Section |

Section | provides a description of the Annual Special Tax levy for Fiscal Year 2004-05,
including any delinquent Annual Special Taxes.

Section Il

Section Il examines the financial activity in the funds, accounts and subaccount established
pursuant to the Indenture and Supplemental Indenture. A Fiscal Year summary is provided
which lists all disbursements, Annual Special Tax receipts, and interest earnings.

Section 111

Section 11 calculates the Annual Special Tax requirement based on the financial obligations of
CFD No. 1 for Fiscal Year 2005-06.

Section 1V

Section IV provides (i) a description of the Special Tax classifications and (ii) an update of the
development which has occurred in CFD No. 1.

Section V

Section V describes the Annual Special Tax rates and reviews the methodology used to apportion
the Annual Special Tax Requirement between Developed Property and Undeveloped Property.
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l. ANNUAL SPECIAL TAX LEVY FOR FISCAL YEAR 2004-05

The aggregate Annual Special Tax levy of CFD No. 1 for Fiscal Year 2004-05 equaled
$7,390,749.32. A summary of the levy for Fiscal Year 2004-05 is shown in Table 1.

TABLE1

AVERAGE SPECIAL TAX RATES AND LEVY
OF FISCAL YEAR 2004-05

Number of Average Total Special

Item Units/Acres Annual Tax' Taxes
Class 1 3,653 Units $957.13 $3,496,413.20
Class 2 996 Units $873.46 $869,970.88
Class 3 913 Units $812.39 $741,711.26
Class 4 550 Units $752.51 $413,877.98
Class 5 82 Units $661.02 $54,203.66
Class 6 30 Units $631.02 $18,930.60
Class 7 484 Units $644.81 $312,088.22
Class 8 285 Units $596.80 $170,087.76
Class 9 156 Units $512.47 $79,944.70
Class 10 913 Units $499.27 $455,831.30
Class 11 128 Units $456.12 $58,383.36
Class 12 160 Units $430.19 $68,830.40
Class 13 1,359 Units $293.12 $398,348.36
Class 14 381 Units $261.24 $99,531.96
Class 15 665 Units $229.47 $152,595.18
Grand Total 10,755 NA $7,390,749.332

?iriiiﬂf the average Annual Special Taxes levied in Fiscal Year 2004-05 for a given Special
2 Total may not sum due to rounding.

David Taussig & Associates, Inc. ("DTA") has received delinquency information from the
County of San Diego ("County") for the first installment of Fiscal Year 2004-05. The Special
Tax delinquencies for the first installment equaled $66,989.37, resulting in a delinquency rate of
0.91%. DTA has concluded that CFD No. 1 will be able to meet its remaining obligation for
Fiscal Year 2004-05.
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II. FUNDS AND ACCOUNTS

The Indenture established eight (8) funds for CFD No. 1: the Administrative Expense Fund,
Bond Fund, Improvement Fund, Rebate Fund, Redemption Fund, Reserve Fund, Special

Revenue Fund, and Special Tax Fund.

In addition, the Indenture and the First Supplemental

Indenture established separate accounts and subaccounts within these funds. The funds,

accounts, and subaccounts which are administered by the Fiscal Agent are shown in Table 2.

TABLE 2

FUNDS, ACCOUNTS, AND SUBACCOUNTS

Fund

Accounts

Subaccounts

Administrative
Expenses Fund

Series 1998 Administrative Expense
Account
Series 2003 Administrative Expense
Account

Series 1998 Bonds Interest Account
Series 1998 Bonds Principal Account

Series 2003 Bonds
Capitalized Interest

Bond Fund Series 2003 Bonds Principal Account | Subaccount
Series 1998 Bonds
Improvement Subaccount
Series 2003 Bonds
Improvement Subaccount
Improvement Improvement Account Series 2003 Bonds Cost
Fund Cost of Issuance Account of Issuance Subaccount
Series 1998 Bonds Rebate Account
Rebate Fund Series 2003 Bonds Rebate Account | NA
Series 1998 Bonds Sinking Fund
Redemption Account
Series 2003 Bonds Redemption
Account
Series 1998 Bonds Optional
Redemption Account
Redemption Series 2003 Bonds Optional
Fund Redemption Account NA
Series 1998 Bonds Reserve Account
Reserve Fund Series 2003 Bonds Reserve Account || NA
Special Revenue
Fund NA NA
Special Tax Fund | NA NA
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All receipts from the collection of Special Taxes are deposited in the Special Tax Fund, which is
administered by the Fiscal Agent. Pursuant to the Indenture the Fiscal Agent transfers the
Special Taxes to the funds, in the amount and priority set forth below.

1.

Administrative Expense Fund — an amount equal to the Administrative Expense
Requirement for that Bond Year;

Bond Fund - an amount, taking into account any amount then on deposit, sufficient to
meet the principal, premiums if any, and interest due on the next interest payment date;

Reserve Fund — an amount required to bring the balance in the Reserve Fund to the
Reserve Requirement;

Administrative Expenses Fund — an amount directed by the Administrator to pay any
Administrative Expenses for such Bond Year in excess of the original amount deposited
in the Administrative Expenses Fund;

Rebate Fund — an amount required to be set aside or rebated to the Internal Revenue
Service; and

Special Revenue Fund - any remaining portion of each apportionment of Special Taxes
remaining in the Special Tax Fund following the completion of the above deposits for
any Bond Year.

Pursuant to the Indenture, the Reserve Requirement for the 1998 Bonds was $5,761,850.08 as of
May 1, 2005. The Reserve Requirement was met by a cash deposit of $2,880,925.04 and reserve
fund surety policy issued by MBIA Insurance Corporation. Pursuant to the First Supplement, the
Reserve Requirement for the 2003 Bonds was being satisfied in full, by a reserve fund surety
policy issued by MBIA Insurance Corporations.

A

Sources and Uses of Funds

Sources of funds for CFD No. 1 during the period of July 1, 2004, to May 1, 2005 totaled
$5,473,402.60. Of this amount, Special Tax receipts totaled $5,205,032.02 and interest
earnings equaled $152,281.26. Table 3 lists the interest earnings for all funds, accounts
and subaccounts created by the Indenture and Supplemental Indenture for this period.
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TABLE 3

INTEREST EARNINGS
JULY 1, 2004 TO MAY 1, 2005

Funds, Accounts and Subaccounts Interest Earnings
Series 1998 Administrative Expense Fund $945.93
Series 2003 Administrative Expense Fund $412.07
Series 1998 Bonds Interest Account $0.00
Series 1998 Bonds Principal Account $0.00
Series 2003 Bonds Interest Account $0.00
Series 2003 Bonds Principal Account $0.00
Series 2003 Bonds Capitalized Interest Subaccount $0.00
Series 1998 Bonds Improvement Subaccount $8.42
Series 2003 Bonds Improvement Subaccount $20,438.91
Series 1998 Bonds Rebate Account $3,183.06
Series 2003 Bonds Rebate Account $0.00
Series 2003 Bonds Redemption Account $0.00
Series 2003 Bonds Optional Redemption Account $0.00
Series 1998 Bonds Reserve Account $21,124.37
Series 2003 Bonds Reserve Account $0.00
Special Revenue Fund $116.38
Special Tax Fund $52,892.60
Series 2003 Bond Cost of Issuance Subaccount $116.05
Total $152,281.26
Poway Unified School District Page 5

Administration Report for Community Facilities District No. 1 June 27, 2005




Total uses of funds for this period totaled $6,489,375.89. Of this amount, $3,372,948.76
in interest was paid to bondholders. $2,925,000.00 was used to pay principal on the
Series 1998 Bond, $136,439.60 was used to pay for school facilities and $52,712.53 was
paid for legal/consulting/professional services. A detailed analysis of all transactions
within the funds, accounts and subaccount for this period is included as Exhibit A.

B. Account Balances

The balances as of May 1, 2005, in the funds, accounts and subaccount established
pursuant to the Indenture and the First Supplemental Indenture are shown in Table 5.

TABLE 4

FUND, ACCOUNT AND SUBACCOUNT BALANCES

AS OF MAY 1, 2005

Funds, Accounts and Subaccounts Balance
Series 1998 Administrative Expense Fund $79,692.88
Series 2003 Administrative Expense Fund $31,036.44
Series 1998 Bonds Interest Account $0.00
Series 1998 Bonds Principal Account $0.00
Series 2003 Bonds Interest Account $0.00
Series 2003 Bonds Principal Account $0.00
Series 2003 Bonds Capitalized Interest Subaccount $0.00
Series 2003 Bonds Improvement Subaccount $1,808,481.97
Series 1998 Bonds Improvement Subaccount $134.50
Series 1998 Bonds Rebate Account $297,794.11
Series 2003 Bonds Rebate Account $0.00
Series 2003 Bonds Redemption Account $0.00
Series 2003 Bonds Optional Redemption Account $0.00
Series 1998 Bonds Reserve Account $297,794.11
Series 2003 Bonds Reserve Account $2.00
Special Revenue Fund $4,948,397.89
Special Tax Fund $3,802,278.41
Series 2003 Bond Cost of Issuance Subaccount $10,859.18
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I11. ANNUAL SPECIAL TAX REQUIREMENT FOR FISCAL YEAR 2005-06

The Annual Special Tax requirement of CFD No. 1 for Fiscal Year 2005-06 is $7,555,776.12.
This amount represents (i) interest and principal payments due to bondholders in calendar year
2006, (ii) anticipated Administrative Expenses for Fiscal Year 2005-06, and (iii) funding for
school facilities. Table 5 shows the calculation of the Annual Special Tax Requirement of CFD
No. 1 for Fiscal Year 2005-06.

TABLES

ANNUAL SPECIAL TAX REQUIREMENT
FOR FISCAL YEAR 2005-06

FY 2004-05 Current and Projected Funds $7,295,395.72
Special Tax Fund Balance (as of 5/01/2005) $4,948,397.89
Projected Special Tax Receipts $2,346,997.83
FY 2004-05 Remaining Obligations $7,295,395.72
Series 1998 Bonds Interest Payment (Due October 1, 2005) $1,527,781.88
Series 1998 Bonds Principal Payment (Due October 1, 2005) $3,190,000.00
Series 2003 Bonds Interest Payment (Due October 1, 2005) $122,130.00
Series 2003 Bonds Principal Payment (Due October 1, 2005) $10,000.00
Direct Construction Funding $2,445,483.85
FY 2004-05 Surplus/(Draw on Reserve) $0.00
FY 2005-06 Obligations $7,555,802.48
Series 1998 Bonds Interest Payment (Due April 1, 2006) $1,448,031.88
Series 2003 Bonds Interest Payment (Due April 1, 2006) $122,017.50
Series 1998 Bonds Interest Payment (Due October 1, 2006) $1,448,031.88
Series 2003 Bonds Interest Payment (Due October 1, 2006) $122,017.50
Series 1998 Bonds Principal Payment (Due October 1, 2006) $3,475,000.00
Series 2003 Bonds Principal Payment (Due October 1, 2006) $15,000.00
Administrative Expense Budget for Fiscal Year 2005-06 $117,165.85
Direct Construction Funding $808,537.88
Annual Special Tax Requirement FY 2005-06 $7,555,802.48
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IV. SPECIAL TAX CLASSIFICATIONS AND DEVELOPMENT UPDATE

CFD No. 1 encompasses approximately 5,200 gross acres of land located within the City of San

Diego and the City of Poway (collectively, "Cities™).

CFD No. 1 is comprised of four (4)

principal development areas: Rancho Bernardo, Penasquitos East (Rancho Penasquitos), Carmel
Mountain Ranch, and Sabre Springs. In addition, CFD No. 1 includes a number of properties

which were annexed after formation.

At build-out CFD No. 1 is anticipated to include

approximately 6,169 single family detached units and 4,739 single family attached and
apartments/mobile home units.

A.  Special Tax Classifications

Each Fiscal Year, the District calculates the Annual Special Taxes to be levied against
taxable property within CFD No. 1. The RMA defines two (2) categories of taxable
property, "Developed Property” and "Undeveloped Property”. Developed Property is in
turn divided into fifteen (15) separate rate classifications which vary with land use (e.g.,
single family detached, single family attached, and apartment/mobile home) and dwelling
unit size. The Special Tax classifications of Developed Property are shown in Table 6.

TABLE 6
SPECIAL TAX CLASSES OF DEVELOPED PROPERTY
Class Land Use Building Square Footage

1 Single Family Detached > 2,100
2 Single Family Detached 1,901 -2,100
3 Single Family Detached 1,701 - 1,900
4 Single Family Detached 1,401 -1,700
5 Single Family Detached 1,251 - 1,400
6 Single Family Detached <1,251
7 Single Family Attached > 1,400
8 Single Family Attached 1,251 - 1,400
9 Single Family Attached 1,101 - 1,250
10 Single Family Attached 901-1,100
11 Single Family Attached 751 -900
12 Single Family Attached <751
13 Apartment/Mobile Home > 900
14 Apartment/Mobile Home 751 -900
15 Apartment/Mobile Home <751
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Developed Property is distinguished from Undeveloped Property by the issuance of a
building permit. Specifically, Developed Property means, for any Fiscal Year, all
Assessor’s Parcels in CFD No. 1 for which a building permit for a residential dwelling
unit(s) has been issued as of March 1 of the previous Fiscal Year. For example, all
Assessor's Parcels in CFD No. 1 for which a building permit was issued as of March 1,
2005, will be classified as Developed Property in Fiscal Year 2005-06.

B.  Development Update
As of March 1, 2005, the Cities had issued building permits for 10,805 residential units,
which equates to CFD No. 1 being 99.06% percent built-out in Fiscal Year 2005-06.
Table 7 lists the Developed Property of CFD No. 1 by Special Tax class for Fiscal Years
2001-02 through 2005-06.
TABLE 7
STATUS OF DEVELOPED PROPERTY
Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
Class 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06
1 3,448 Units 3,559 Units 3,617 Units 3,645 Units 3,653 Units 3,655 Units
2 962 Units 981 Units 989 Units 991 Units 996 Units 996 Units
3 900 Units 908 Units 910 Units 911 Units 913 Units 913 Units
4 550 Units 550 Units 550 Units 550 Units 550 Units 550 Units
5 82 Units 82 Units 82 Units 82 Units 82 Units 82 Units
6 30 Units 30 Units 30 Units 30 Units 30 Units 30 Units
7 444 Units 444 Units 444 Units 444 Units 484 Units 484 Units
8 285 Units 285 Units 285 Units 285 Units 285 Units 285 Units
9 136 Units 136 Units 136 Units 136 Units 156 Units 156 Units
10 913 Units 913 Units 913 Units 913 Units 913 Units 913 Units
11 128 Units 128 Units 128 Units 128 Units 128 Units 128 Units
12 160 Units 160 Units 160 Units 160 Units 160 Units 160 Units
13 1,038 Units 1,164 Units 1,164 Units 1,164 Units 1,359 Units 1,407 Units
14 369 Units 381 Units 381 Units 381 Units 381 Units 381 Units
15 665 Units 665 Units 665 Units 665 Units 665 Units 665 Units
Total | 10,110 Units | 10,386 Units | 10,454 Units | 10,485 Units | 10,755 Units | 10,805 Units
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V. METHOD OF APPORTIONMENT

The RMA apportions the Special Tax requirement to Taxable Property of CFD No. 1 in a two (2)
step process.

The first step states that the Annual Special Tax shall be levied against each parcel of Developed
Property up to the applicable maximum Special Tax, in order to satisfy the Annual Special Tax
requirement. If the Special Taxes raised pursuant to the first step are less than the Special Tax
requirement, then the second step is applied. This step states that the Annual Special Tax shall
be levied proportionally on each parcel of Undeveloped Property up to the maximum Special
Tax to satisfy the Special Tax requirement.

Application of the first step yields sufficient Special Taxes to satisfy the Annual Special Tax
requirement for Fiscal Year 2005-06. The Initial Special Tax rates for new Developed Property
(Assessor's Parcels for which a building permit was issued between March 1, 2004 and March 1,
2005) are shown in Table 8. The Annual Special Tax for each classification of previously
classified Developed Property (Assessor's Parcels for which a building permit was issued prior to
March 1, 2004) was increased by 2 percent for Fiscal Year 2004-05 above the Annual Special
Tax rate that was applicable to each such Assessor's Parcel in Fiscal Year 2004-05. The specific
Annual Special Tax rates applicable to each class of Developed Property in CFD No. 1 for Fiscal
Year 2005-06 are shown in Exhibit B.
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TABLE 8

INITIAL SPECIAL TAX RATES
FOR FISCAL YEAR 2005-06

Building

Class Land Use Square Footage Amount
1 Single Family Detached < 2,100 $1,026.41
2 Single Family Detached 1,901 - 2,100 $935.13
3 Single Family Detached 1,701 - 1,900 $877.63
4 Single Family Detached 1,401 - 1,700 $818.87
5 Single Family Detached 1,251 - 1,400 $718.86
6 Single Family Detached >1,251 $698.85
7 Single Family Attached < 1,400 $667.59
8 Single Family Attached 1,251 - 1,400 $636.35
9 Single Family Attached 1,101 -1,250 $630.09
10 Single Family Attached 901 -1,100 $540.06
11 Single Family Attached 751 -900 $508.82
12 Single Family Attached > 751 $476.32
13 | Apartment/Mobile Home <900 $317.56
14 | Apartment/Mobile Home 751 -900 $286.29
15 Apartment/Mobile Home > 751 $253.80
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EXHIBIT A

SUMMARY OF TRANSACTIONS TO FUNDS, ACCOUNTS AND SUBACCOUNTS
FiscAL YEAR 2004-05



EXHIBIT B

ANNUAL SPECIAL TAX RATES
FiscAL YEAR 2005-06



