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Maturity Dates, Principal Amounts, Interest Rates and Prices 

$1,895,000 Serial Bonds 

Maturity Principal Interest 
(Se12tember 1} Amount Rate Yield Price CUSIP('l 

2008 $105,000 3.700% 3.800% 99.83 l 587626BG6 
2009 105,000 3.750 3.900 99.612 587626BH4 
2010 110,000 3.850 4.000 99.482 587626BJO 
2011 115,000 4.000 4.050 99.782 587626BK7 
2012 120,000 4.000 4.150 99.238 587626BL5 
2013 125,000 4.100 4.300 98.839 587626BM3 
2014 130,000 4.200 4.400 98.698 587626BN1 
2015 135,000 4.300 4.500 98.565 587626BP6 
2016 140,000 4.400 4.600 98.441 587626BQ4 
2017 150,000 4.400 4.650 97.902 587626BR2 
2018 155,000 4.500 4.700 98.207 587626BSO 
2019 160,000 4.500 4.750 97.627 587626BT8 
2020 170,000 4.600 4.800 98.000 587626BU5 
2021 175,000 4.700 4.850 98.428 587626BV3 

$1,015,000 4.800% Term Bonds due September 1, 2026- Yield 4.950% Price 98.118 CUSIP('J 587626CA8 

$2,930,000 5.000% Term Bonds due September 1, 2036- Yield 5.000% Price 100.0% CUSIP('l 587626CL4 

\!J Copyright 2006, American Bankers Association. CUSIP data herein is provided by Standard & Poor's CUSIP Service 
Bureau, a division of the McGraw Hill Companies. 
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No dealer, broker, salesperson or other person has been authorized to give any information or to 
make any representations in connection with the offer or sale of the Bonds described herein, other than as 
contained in this Otlicial Statement, and if given or made, such other information or representations must 
not be relied upon as having been authorized by the City, the District or the Cnderwriter. This Official 
Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any 
sale of, the Bonds by any person in any jurisdiction in which it is unlawful for such person to make such 
offer, solicitation or sale. 

The information set fotth herein has been obtained from the City, the District. and other sources 
which are believed to be reliable but is not guaranteed as to accuracy or completeness, and is not to be 
construed as a representation of such by the City, the District or the Underwriter. The Underwriter has 
provided the following sentence for inclusion in this Official Statement. The Underwriter has reviewed 
the information in this Official Statement in accordance with its responsibilities to investors under the 
federal securities laws as applied to the facts and circumstances of this transaction, but the linderwriter 
docs not guarantee the accuracy or completeness of such information. 

The information and expressions of opinion stated herein are subject to change without notice. 
The delivery of this Official Statement shall not, under any circumstances, create any implication that 
there has been no change in the affairs of the City, the District or any major propetiy owner within the 
District since the date hereof The Official Statement is submitted in connection with the sale of Bonds 
referred to herein and may not be reproduced or used, in whole or in part, for any other purpose. 

This Otlicial Statement is not to be construed as a contract with the purchasers of the Bonds. 
Statements contained in this Official Statement which involve estimates, forecasts or matters of opinion, 
whether or not expressly so described herein, arc intended solely as such and are not to be construed as a 
representation of facts. 

IN CONNECTION WITH THE OFFERING OF THE BONDS. THE UNDERWRITER MAY 
OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET 
PRICE OF SUCH BONDS AT A LEVEL ABOVE TIIAT WHICH MIGHT OTHERWISE PREVAIL IN 
THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT 
ANY TIME. THE UNDERWRITER MAY OFFER AND SELL THE BONDS TO CERTAIN 
DEALERS AND DEALER BANKS ACTING AS AGENTS AT PRICES LOWER THAN THE 
PUBLIC OFFERING PRICES AND SUCH PUBLIC OFFERING PRICES MAY BE CHANGED 
FROM TIME TO TIME BY THE UNDERWRITER. 

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, 
AS AMENDED, IN RELIANCE CPON AN EXEMPTION CONTAINED IN SUCH ACT. THE 
BONDS HAVE NOT BEEN REGISTERED OR QUALIFIED UNDER THE SECURITIES LAW OF 
ANY STATE. 



OFFICIAL STATEMENT 

$5,840,000 
COMMUNITY FACILITIES DISTRICT NO. 2006-1 

(MORAGA OF MERCED) 
OF THE CITY OF MERCED 
2006 SPECIAL TAX BONDS 

INTRODUCTORY STATEMENT 

The descriJ>tion and sum,naries f!f various docu,nents hereintr/ter set _forth <io 1101 purport to be 
comprehensive or de/inirive, and reference is made lo each document.for the complete aetails of all terms 
and conditions. All statements herein are qualified in Their entirety by reference to each document. All 
capitalized terms used in this Oflicial Statement and not otherwise defined herein have the same meaning 
as in the Fiscal Agent Agreemenl (defined he/ow). 

General 

This Official Statement, including the cover page, the inside cover page and the Appendices 
hereto, is provided lo furnish certam mformation in connection with the issuance and sale by Community 
Facilities District No. 2006-1 (Moraga of Merced) of the City of Merced (the "District"), of its 2006 
Special Tax Bonds (the "Bonds") in the aggregate principal amount of$5,840,000. 

The Bonds will be issued pursuant to the provisions of a Fiscal Agent Agreement, dated as of 
December l, 2006 (the "Fiscal Agent Agreement"), by and between the City of Merced (the "City") and 
U.S. Bank National Association, as fiscal agent (the "Fiscal Agent"), an authorizing resolut10n of the City 
Council of the City acting as the legislative body of the District, pursuant to the Mello-Roos Community 
Facilities Act of 1982, as amended, being Chapter 2.5. Part 1, Division 2, Title 5 of the Government Code 
of the State of California (the "Act"'), and pursuant to the provisions of Chapter 3 of Pa-t l of Division 2 
ofTitlc 5, commencing with section 53580. of the California Government Code. 

The Act was enacted by the California Legislature to provide an alternate method of financing 
certain public facilities and services, especially in developing areas. Once duly established, a community 
facilities district is a legally constituted governmental entity established for the purpose of financing 
specific facilities and services within defined boundaries. Subject to approval by a two-thirds vote of the 
qualified electors within a district and compliance with the provisions of the Act, a community facilities 
district may issue bonds and levy and collect special taxes to repay its bonds. 

Use of Proceeds 

The proceeds of the Bonds are expected to be used to: (i) finance the acquisition and/or 
constrnction of certain public capital improvements and facilities of benefit to the District (the "Project"); 
(ii) fund a reserve fund; (iii) fond capitalized interest on the Bonds; and (iv) pay costs of issuance related 
to the Bonds. See "THE FINANCING PLAN" herein. 

The Project consists of the acquisition and/or constrnction of certain water, sewer, storm drainage 
and street improvements, and other public capital improvements (the "CFO Facilities"). See "TTIE 
FINANCING PLAN" and "THE DEVELOPMENT-CFO and Public Facilities" herein. 



Security for the Bonds 

The Bonds are special obligations of the District secured by and payable from Special Tax 
Revenues and interest earned on the Special Tax Revenues. ''Special Tax Revenues" consist of Special 
Taxes and delinquency and foreclosure proceeds within the District. "Special Taxes" consist of the taxes 
authorized to be levied by the District in accordance with an ordinance of the City, the Act and the voter 
approval obtained at the July 3, 2006 special election held on behalf of the District by the City. and 
described in the Rate and Method of Apportionment of the Special Tax (the "Rate and Method") adopted 
by the legislative body of the District. The Special Taxes arc collected on the regular property tax bills 
sent to the owners of real property within the District. Sec "APPENDIX A - RA TE AND METHOD OF 
APPORTIONMENT OF SPECIAL TAXES." See also "SECURITY FOR THE BONDS -General." 

At the July 3, 2006 election, the qualified electors authorized the District to incur bonded 
indebtedness in an amount not to exceed $6,500,000. 

As additional security for the Bonds, the Fiscal Agent Agreement establishes the Reserve Fund to 
be funded in an amount equal to the Reserve Requirement. The Reserve Fund will be funded from the 
proceeds of the Bonds in the initial amount of $382,040. The Reserve Requirement as of any date of 
calculation will be an amount equal to the least of (i) 10% of the proceeds of the sale of the Bonds, (ii) 
Maximum Annual Debt Service on the Bonds, or (iii) 125% of the average Annual Debt Service on the 
Bonds. To the extent there are insufficient moneys in the Special Tax Fund and the Bond Fund to pay 
interest on and principal of the Bonds when due, amounts in the Reserve Fund are available to pay 
interest and principal on the Bonds. See "SECURITY FOR THE BONDS - Reserve Fund." 

The District 

Moraga of Merced development (the "Development") within the City makes up the boundaries of 
the District. The District is comprised of approximately 110 acres and is located in the northeastern 
section of the City, south of Yosemite Avenue and east of McKee Road in an area with a mix of existing 
housing and agricultural use land. The development is planned to include a total of 520 residential 
dwelling units in three distinct neighborhoods surrounding a community park consisting of 7.16 acres. 
Each neighborhood will be developed in two phases and includes "The Mariposa Collection" in 
neighborhood 2, "The Presidio Collection" in neighborhood 3 and "The Mercedes Collection" in 
neighborhood 4. Phase I consists of approximately 51 acres and is planned for 287 homes. Phase 2 
consists of approximately 44 acres and is planned for the remaining 233 homes. See "THE DISTRICT" 
for further information regarding the District. 

Lakeman! L WH, LLC (the Developer") owns the land and is developing Moraga of Merced. 
Sales to the public within Phase I of the three neighborhoods opened July 15, 2006. As of November I, 
2006, approximately 9 model homes have been completed and an additional 13 homes are under 
construction. The table below shows a summary of the owners, acreage and number of planned 
residential units within the District. 
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TABLE l 
COMMUNITY FACILITIES DISTRICT NO. 2006-1 

(MORAGA OF MERCED) 
OF THE CITY OF MERCED 

SUMMARY OF THE DISTRICT 

~UM~w:~ 
'l'JI/Jf! of Pr()pi!fl)I ··• 6J ~ • ·· ·· 

Mariposa 2 34.07 Single Family 206 

Presidio 3 31.58 Single Family 173 

Mercedes 4 28.46 Single Fan1ily 141 

Total 520 

Source: The De\'eloper 

The Special Tax 

The amount, if any, of the Special Tax to be levied annually within the District depends on, 
among other things, whether a given parcel is classified as Developed Property, Undeveloped Property, 
Excess Property Owner Association Prope,ty or Excess Public Property, and also Single Family 
Residential Property or Other Property (as defined in the Rate and Method). The Special Tax on 
Developed Property is based on per unit for a specific subdivision or "tax zone" for single family 
dwellings, and acreage for other residential or non-residential property. Sec "APPENDIX A -- RATE 
AND METHOD OF APPORTIONMENT OF SPECIAL TAXES." 

Foreclosure Covenant 

The City has covenanted for the benefit of the owners of the Bonds that, under certain 
circumstances described herein, the City will commence judicial foreclosure proceedings with respect to 
delinquent Special Taxes on property \Vithin the District, and will diligently pursue such proceedings to 
completion. See "SECURITY FOR THE BONDS The Special Taxes" and "SECCRITY FOR THE 
BONDS - Covenant for Superior Court Foreclosure." 

Limited Obligations 

Neither the faith and credit nor the taxing power of the District, the City, the County of Merced, 
the State of California or any political subdivision thereof is pledged to the payment of the Bonds. Except 
for the Special Tax Revenues, no other revenues or taxes arc pledged to the payment of the Bonds. The 
Bonds arc not general or special obligations of the City nor general obligations of the District, but are 
limited obligations of the District payable solely from cc11ain amounts deposited by the District in the 
special tax fund as more fully described herein. 

See the section of this Official Statement entitled "SPECIAL RISK FACTORS" for a discussion 
of certain risk factors which should be considered, in addition to the other matters sci: forth herein, in 
evaluating the investment quality of the Bonds. 
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The City 

The City of Merced is located in the County of Merced (the "County") and serves as the county 
seat The City, located in the heart of the San Joaquin Valley approximately 110 miles southeast of San 
Francisco and 310 miles northwest of Los Angeles, is 22.76 square miles in size. The City is located on 
Highway 99, a dominant north-south freeway in California. The City was incorporated in 1889, and 
operates as a charter city. For general demographic and economic information regarding the City see 
"APPENDIX B - THE CITY OF MERCED." 

Description of the Bonds 

For a more complete description of the Bonds and the Fiscal Agent Agreement pursuant to which 
they are being issued, sec "THE BONDS" and "APPENDIX C -- SUMMARY OF THE FISCAL 
AGENT AGREEMENT" herein. 

General. The Bonds will be dated as of and bear interest from their Delivery Date, at the rates set 
forth on the inside cover page hereof. See "THE BONDS." The Bonds, when issued, will be registered 
in the name of Cede & Co., as nominee of The Depository Trust Company. New York, New York 
("DTC"). OTC will act as securities depository of the Bonds. Individual purchases of the Bonds will be 
made in book-entry form only. Principal of and interest and premium, if any, on the Bonds will be 
payable by OTC through the OTC participants. See "TIIE BONDS - Book-Entry System" herein. 
Purchasers of the Bonds will not receive physical delivery of the Bonds purchased by them. 

Redemption. The Bonds arc subject to optional, mandatory and extraordinary mandatory 
redemption as described herein. See "TIIE BONDS - Redemption" herein. 

Denomination. The Bonds arc being delivered in the minimum denominations of $5,000 or any 
integral multiple thereof within a single maturity. 

Registration, transfers and exchanges. The Bonds will be issued and delivered as fully registered 
Bonds and will be subject to transfer. exchange and replacement as described herein. See "THE BONDS" 
and "APPENDIX C-- SUMMARY OF THE FISCAL AGENT AGREEMENT" herein. 

Pavments. Interest on the Bonds will he payable semiannually on March 1 and September I of 
each year ( each an "Interest Payment Date") commencing March I, 2007. Principal of the Bonds will be 
payable upon the presentation and surrender thereof at the principal corporate trust otlke of the Fiscal 
Agent, in San Francisco. California (the "Principal Office") when due. Interest on the Bonds is payable 
by check of the Fiscal Agent mailed on or before each Interest Payment Date to the persons iu whose 
names such Bonds arc registered at the close of business on the Record Date, which is the fifteenth (15th) 
day of the month immediately preceding any Interest Payment Date, or by wire trans for pursuant to the 
procedure described herein. 

Tax "tatters 

In the opinion of Best Best & Krieger LLP, Bond Counsel, based upon an analysis of existing 
laws. regulations, rulings and court decisions and assuming (among other things) compliance with certain 
covenants, interest on the Bonds is excluded from gross income for federal tax purposes and is exempl 
from State of California personal income taxes. In the opinion of Bond Counsel, interest on the Bonds is 
not a specific preference item for purposes of federal individual or corporate alternative minimum taxes, 
although Bond Counsel observes that it is included in adjusted current earnings in calculating federal 
corporate alternative minimum taxable income. Bond Counsel expresses no opinion regarding any other 
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tax consequences caused by the ownership or disposition of, or the accrual or receipt or interest on the 
Bonds. See "CONCLUDING INFORMATION - Tax Exemption" herein. 

Professionals Involved in the Offering 

U.S. Bank National Association, San Francisco, California, will act as Fiscal Agent with respect 
to the Bonds pursuant to the Fiscal Agent Agreement. Fieldman, Rolapp & Associates, Irvine, California, 
has served as Financial Advisor in connection with the Bonds and has assisted the City and the District in 
structuring the Bonds. 

All proceedings in connection with the issuance of the Bonds are subject to the approval of Best, 
Best & Krieger LLP, Riverside, California, Bond Counsel. Certain legal matters will be passed on by 
Fulbright & Jaworski L.L.P., in its capacity as disclosure counsel. Certain other legal matter•; will be 
passed on by the City Attorney of the City for the District. The fees and expenses of Bond Counsel, 
Disclosure Counsel and the Financial Advisor are contingent upon the sale and delivery of the Bonds. 

Offering and Delivery of the Bonds 

The Bonds are offered when, as and if issued and received by the Underwriter, subject to 
approval as to their legality by Bond Counsel and the satisfaction of certain other conditions. It is 
anticipated that the Bonds will be available for delivery in New York, New York, on or about 
December 14, 2006. 

Bond Owners' Risks 

Certain events could affect the ability of the District to make the payments of the principal of, 
premium, if any, and interest on the Bonds when due. Sec "SPECIAL RISK FACTORS" herdn for a 
discussion of certain factors which should be considered, in addition to other matters set forth herein, in 
evaluating an investment in the Bonds. 

Further Information 

Brief descriptions of the Bonds, the security for the Bonds, special risk factors, the District, the 
City, and the Developer and other information are included in this Official Statement. Such dcs,criptions 
and inforniation do not purport to be con1prehenslve or definitive. The descriptions herein of the Bonds, 
the fiscal Agent Agreement, resolutions and other documents arc qualified in their enl irety by reference 
to the forms thereof and the information with respect thereto included in the Bonds, such resolutions, 
indentures and other documents. All such descriptions arc further qualified in their emirety by reference 
to laws and to principles of equity relating to or affecting generally the enforcement of creditor,;' rights. 
For definitions of certain capitalized terms used herein and not otherwise defined, and a description of 
certain terms relating to the Bonds, see "APPENDIX C -- SUMMARY Of THE FISCAL AGENT 
AGREEMENT" hereto. 

Copies of such documents may be ohtained from the office or the City Manager of the City of 
Merced. 

Forward-Looking Statements 

Certain statements included or incorporated hy reference in this Official Statement constitute 
"forward-looking statements" within the meaning of the United States Private Sc,:urities Litigation 
Reform Act of 1995, Section 21 E of the United States Securities Exchange Act of 1934. as amended, and 
Section 27 A of the United States Securities Act of t 933. as amended. Such statements arc generally 
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identifiable by the terminology used such as "plan," "expect," "estimate." "project," "budget" or similar 
words. Such forward-looking statements include, but arc not limited to certain statements contained in 
the information under the captions "THE DEVELOPMENT,'' 

TIIE ACHIEVEMENT OF CERTAIN RESULTS OR OTIIER EXPECTATIONS CONTAINED 
IN SUCH FORWARD-LOOKING STATEMENTS INVOLVE KNOWN AND UNKNOWN RISKS, 
UNCERTAINTIES AND OTHER FACTORS WHICH MAY CAUSE ACTUAL RESULTS, 
PERFORMANCE OR ACHIEVEMENTS DESCRIBED TO BE MATERIALLY DIFFERENT FROM 
ANY FCTURE RESULTS, PERFORMANCE OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY 
SUCII FORWARD-LOOKING STATEMENTS. THE CITY DOES NOT PLAN TO ISSUE ANY 
UPDATES OR REVISIONS TO TIIE FORWARD-LOOKING STATEMENTS SET FORTII IN THIS 
OFFICIAL STATEMENT 

CONTINUING DISCLOSURE 

The City has covenanted for the benefit of owners of the Bonds to provide certain financial 
information and operating data relating to the District not later than January 3 l of each year. commencing 
January 31, 2007, and to provide notices of the occurrences of certain enumerated events. if material. The 
Developer has covenanted for the benefit of owners of the Bonds to provide certain financial information 
and operating data relating to the District and the Developer not later than three months and nine months 
after the close of its fiscal year, which currently ends December 31, 2006, and lo provide not-ices of the 
occurrences of certain enumerated events. if material. These reports are collectively referred to herein as 
the "Annual Reports." 

The Annual Reports will be filed with each Nationally Recognized Municipal Securities 
Information Repository and with the appropriate State information repository. if any. The notices of 
material events will be filed with the Municipal Securities Rulemaking Board (and with the appropriate 
State information repository. if any). Any filing may be made solely by transmitting such filing to the 
Texas Municipal Advisory Council (the "MAC") as provided at its website http:hvww.disclosurcusa.org. 
The specific nature of information to be contained in the Annual Reports or the notice of material events 
is summarized in "APPENDIX G -- FORM OF CONTINUING DISCLOSURE AGREEMENTS." These 
covenants have been made by the City and the Developer in order to assist the Underwriter in complying 
with Rule 15c2-12(b)(5) promulgated by the Securities and Exchange Commission. Neither the City nor 
the Developer have failed to comply in all material respects with any of its undertakings with regards to 
said Rule to provide annual reports or notices of material events. During the five previous years, the City 
has met all filing requirements under such continuing disclosure agreements. 

6 



ESTIMATED SOURCES AND USES OF :FUNDS 

The estimated sources and uses of funds in connection with the issuance of the Bonds is set forth 
below: 

"' 

Sources of Funds 

Principal Amount of the Bonds 
Less: Original Issue Discount 
Less: Underwriter's Discount 

Total Sources 

Uses of Funds 

Deposit to Improvement Fund''' 
Deposit to Reserve Fund 
Deposit to the Capitalized Interest Subaccount 
Deposit to Costs of Issuance Fund''' 

Total Uses 

$5,840,000.00 
(44,559.70) 
(59,976.80) 

$5,735,463.50 

4,858,330.26 
382,040.00 
l 75,093.24 
320,000.00 

$5,735,463.50 

Arnounts will hi: used to lin,uK\.' irnpro\-L'llll'nt:-- :-.L'r\·ing lhL' l)istricL including, \Vithout liniitation. construction of 
roadway in1provc1ncnt:-.. and rl'iatl'd Cll)lin. . .:cring ..... tonn drain:-.. -..c\\'l'L !raffi<..· :-.ignab. and \\·atcr facilitL·:-, 
ln<.:ludi:s h:e, for Bond Counsel. Di:-.c]osun: Coun""-'I. Financial Alhi:-.or. !he Apprai ... cr. Market Ah:--orrtion Con..,ultant. 
tilL' bi seal Agent. costs of printing the ( )f!icial State1nent. and otllL·r cos;!:-. of i.,:-.uancl.' or thl' Bond:-.. 

THE FINANCING PLAN 

Use of Bond Proceeds 

The proceeds of the Bonds will be used by the District to finance the acquisition and/or 
construction of certain public facilities. lo fund the Reserve Fund, to fund capitali:.re(:_ interest on the 

Bonds and to fund the costs of issuance of the Bonds. 

THE BONDS 

Description of the Bonds 

The Bonds will be issued as folly registered bonds, in denominations of $5,(100 each or any 
integral multiple thereof within a single maturity and will be dated and bear interest from the Delivery 
Date, at the rates set forth on the inside cover page hereof. The Bonds will be issued in fully registered 
form, without coupons. 

Interest on the Bonds will be paid in lawful money of the United States of America semiannually 
on March 1 and September I of each year (each, an "lntcrcst Payment Date"), commencing on March 1, 
2007. Interest on the Bonds will be calculated on the basis of a 360-day year comprised of twelve 30-day 
months. Interest on the Bonds shall be payable from the Interest Payment Date next preceding the date of 
authentication thereof unless (i) it is authenticated on an Interest Payment Date, in which event. 1,r shall 
bear interest from such Interest Payment Date, or (ii) it is authenticated prior to an Interest Payment Dale 
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and after the close of business on the Record Date preceding such Interest Payment Dale, in which event 
it shall bear interest from such Interest Payment Date, or (iii) it is authenticated prior to the Record Date 
preceding the first Interest Payment Date, in which event it shall bear interest from the Dated Date; 
provided, however, that if at the time of authentication of a Bond, interest is in default thereon, such Bond 
shall bear interest from the Interest Payment Dale to which interest has previously been paid or made 
available for payment thereon or from the Dated Date, if no interest has previously been paid or made 
available for payment thereon. Interest on the Bonds is payable by check of the Fiscal Agent mailed by 
first class mail, postage prepaid, on each Interest Payment Date, to the registered Owner thereof at such 
registered Owner's address as it appears on the registration books maintained by the Fiscal Agent at the 
close of business on the Record Date preceding the Interest Payment Date. The principal of the Bonds 
and any premium on the Bonds are payable in lawfol money of the United States of America by check of 
the Fiscal Agent upon surrender of such Bonds at the principal office of the Fiscal Agent; provided, 
however, that at the written request of the Owner of at least $1,000,000 in aggregate principal amount of 
Outstanding Bonds filed with the Fiscal Agent prior to any Record Date, interest on such Bonds shall be 
paid to such Owner on each succeeding Interest Payment Date by wire transfer of immediately available 
funds to an account in the United States of America designated in such written request. 

The Bonds will mature on September I in the principal amounts and years as shown on the inside 
cover page hereof and are subject to optional redemption, special mandatory redemption and mandatory 
sinking fund redemption as shown below. 

Redemption 

Optional Redemption 

The Bonds arc subject to redemption prior to their stated maturity dates on September I, 2007 or 
any Interest Payment Date thereafter, on a pro rata basis among maturities (and by lot within any one 
maturity), in integral multiples ofSS.000, at the option of the District from moneys derived by the District 
from any source, at a redemption price (expressed as a percentage of the principal amount of the Bonds to 
be redeemed), together with accrued interest to the date of redemption, as follows: 

Redemption Date 

September 1, 2007 and any Interest Payment Date through and 
including March I, 2014 

September I, 2014 and March I, 2015 
September I, 20 I 5 and March 1, 2016 
September 1, 2016 and any Interest Payment Date thereafter 

Redemption Price 

103% 
102 
101 
100 

Special Mandatory Redemption from Prepayment of Special Taxes Transferred to the Special Tax 

Prepayment Account 

The Bonds are subject to mandatory redemption prior to their stated maturity dates on any 
Interest Payment Date, as selected among maturities by the District (and by lot within any one maturity), 
in integral multiples of $5,000, from moneys derived by the District from Special Tax Prepayments, at 
redemption prices ( expressed as percentages of the principal amounts of the Bonds to be redeemed), 
together with accrued interest to the date ofredemption, as follows: 
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Redemption Date 

March l, 2007 and any Interest Payment Date through and 
including March l, 2014 

September I. 20 I 4 and March I, 20 I 5 
September I, 2015 and March 1, 2016 
September I. 20 I 6 and any Interest Payment Date thereafter 

Mandatory Sinking Fund Redemption 

Redemption Price 

103~1o 

102 
lOl 
100 

The Bonds maturing on September 1, 2026 and September I, 2036 are sub.1ect to mandatory 
sinking fund redemption in part, on September l in each year commencing September I, 2022 and 
September 1, 2027, respectively, and on each September l thereafter to maturity, by lot, at a redemption 
price equal to the principal amount thereof to be redeemed, together with accrued interest to tht: date of 
redemption, without premium, and from sinking payments as follows: 

Schedule of Mandatory Sinking Payment Fund Redemptions 

Term Bonds Maturing September I, 2026 

Year Principal Year Principal 
(Sertember l) Amount (September I l Amount 

2022 $185,000 2025 $210,000 
2023 195,000 2026* 220,000 
2024 205,000 

*maturity 

Tenn Bonds Maturing September I, 2036 

Year Principal Year Pri,cipal 
(Sertember 1) Amount (Sertember l) Amount 

2027 $235,000 2032 $295,000 
2028 245,000 2033 310,000 
2029 255,000 2034 330,000 
2030 270,000 2035 345,000 
2031 285,000 2036* 360,000 

*maturity 

The amounts in the foregoing schedules shall be reduced by the District pro rata among 
redemption dates, in order to maintain substantially level Debt Service, as a result of any prior or partial 
redemption of the Bonds pursuant to optional or special mandatory redemption described above. 

Purchase in Lieu of Redemption 

In lieu of such an optional, mandatory or special mandatory redemption, mo:1eys in the Bond 
Fund may be used and withdrawn by the Fiscal Agent for purchase of Outstanding Bonds, upon the filing 
with the Fiscal Agent of an Officer's Certificate requesting such purchase, at public or private sale as and 
when, and at such prices (including brokerage and other charges) as such Officer's Certificate may 
provide, but in no event may Bonds be purchased at a price in excess of the principal amount thereof, plus 
interest accrued to the date of purchase. In such event, the District will, as may be appropriate, provide to 
the Fiscal Agent a revised maturity schedule or a revised mandatory sinking fund schedule for the Bonds, 
or both. 
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Notice to Fiscal Agent 

Written notice will be given to the Fiscal Agent of the District's intention to redeem Bonds not 
less than fo11y-five (45) days prior to the applicable redemption date specifying the principal amounts and 
maturities of the Bonds to be redeemed pursuant to the optional and special mandatory redemption 
provisions of the Fiscal Agent Agreement. 

Notice of Redemption 

The Fiscal Agent will cause notice of any redemption to be mailed by first class maiL postage 
prepaid, at least thirty (30) days but not more than sixty ( 60) days prior to the date fixed for redemption, 
to the Securities Depositories and to the Information Services, and to the respective registered Owners of 
any Bonds designated for redemption, at their addresses appearing on the Bond registration books 
maintained by the Fiscal Agent at its Principal Office; but such mailing shall not be a condition precedent 
to such redemption and failure to mail or to receive any such notice, or any defect therein, will not affect 
the validity of the proceedings for the redemption of such Bonds. 

Such notice will state the date of such notice, the date of issue of the Bonds, the place or places of 
redemption, the redemption date, the redemption price and, if less than all of the then Outstanding Bonds 
are to be called for redemption, will designate the CUSIP numbers and Bond numbers of the Bonds to be 
redeemed, by giving the individual CUSIP number and Bond number of each Bond to be redeemed, or 
will state that all Bonds between two stated Bond numbers, both inclusive, arc to be redeemed or that all 
of the Bonds of one or more maturities have been called for redemption, will state as to any Bond called 
for redemption in part the portion of the principal of the Bond to be redeemed, will require that such 
Bonds be then surrendered at the Principal Office of the Fiscal Agent for redemption at the said 
redemption price, and will state that further interest on such Bonds will not accrue from and after the 
redemption date. The cost of the mailing and publication of any such redemption notice will be paid by 
the District. 

In the event of an optional redemption or a special mandatory redemption pursuant to the 
provisions of the Fiscal Agent Agreement, the District shall transfer or cause to be transferred to the 
Fiscal Agent for deposit in the Bond Fund moneys in an amount equal to the redemption price of the 
Bonds being redeemed on or before the fifteenth (15th) day of the month preceding the Interest Payment 
Date upon which such Bonds are to be redeemed. 

If less than all the Bonds Outstanding are to be redeemed. the portion of any Bond of a 
denomination of more than $5,000 to be redeemed will be in the principal amount of $5,000 or a multiple 
thereof, and, in selecting portions of such Bonds for redemption, the Fiscal Agent shall treat each such 
Bond as representing the number of Bonds of $5,000 denomination which is obtained by dividing the 
principal amount of such Bond to be redeemed in part by $5,000. 

Whenever provision is made in the Fiscal Agent Agreement for the redemption of less than all of 
the Bonds of a maturity or any given portion thereof, the Fiscal Agent will select the Bonds of such 
matority to be redeemed, from all Bonds of such maturity or such given portion thereof not previously 
called for redemption, by lot within a maturity in any manner which the Fiscal Agent in its sole discretion 
deems appropriate. Upon surrender of Bonds redeemed in part only, the City shall execute and the Fiscal 
Agent shall authenticate and deliver to the Owner, at the expense of the District, a new Bond or Bonds, of 
the same maturity, of authorized denominations in aggregate principal amount equal to the unredeemed 
portion of the Bond or Bonds. 
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Effect of Notice of Redemption 

From and alter the date fixed for redemption, if funds available for the payment of the redemption 
prices of the Bonds called for redemption have been deposited in the Bond Fund, such Bonds will cease 
to be entitled to any benefit under the Fiscal Agent Agreement other than the right to receive payment of 
the redemption price, and interest will cease to accrue on the Bonds to be redeemed on the red,~mption 
date specified in the notice of redemption. 

The Fiscal Agent 

U.S. Bank National Association. has been appointed as the Fiscal Agent for all of the Bonds 
under the Fiscal Agent Agreement. For a further description of the rights and obligations of the Fiscal 
Agent pursuant to the Fiscal Agent Agreement, see "APPENDIX C -- SUMMARY OF THE FISCAL 
AGENT AGREEMENT" hereto. 

Book-Entry System 

The Depository Trust Company, New York, New York ("DTC"), will act as securities depository 
for the Bonds. The Bonds will be registered in the name of Cede & Co. (DTC's partnership nominee), 
and will he available to ultimate purchasers in the denomination of $5,000 or any integral multiple 
thereof, under the book-entry system maintained by DTC. Ultimate purchasers of Bonds will not receive 
physical certificates representing their interest in the Bonds. So long as the Bonds arc registered in the 
name of Cede & Co., as nominee of DTC, references herein to the Owners shall mean Cede & Co., and 
shall not mean the ultimate purchasers of the Bonds. Payments of the principal ot'. premium, if any, and 
interest on the Bonds will he made directly to DTC, or its nominee, Cede & Co., by the Trustee, so long 
as DTC or Cede & Co. is the registered owner of the Bonds. Disbursements of such payments to DTC's 
Participants is the responsibility of DTC and disbursements of such payments to the Beneficial Owners is 
the responsibility ofDTC's Participants and Indirect Participants. See "APPENDIX H -· BOOK-ENTRY 
ONLY SYSTEM." 

Additional Bonds 

Other than for the purpose of refunding the Bonds, no additional Bonds entitled to a lien on the 
Special Taxes may be issued under the Fiscal Agent Agreement. 
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Debt Senice Schedule 

The following is the annual debt service schedule for the Bonds, assuming no redemptions other 

than mandatory sinking fund redemptions. 

TABLE 2 
COMMUNITY FACILITIES DISTRICT NO. 2006-1 

(MORAGA OF MERCED) 
OF THE CITY OF MERCED 

DEBT SERVICE SCHEDULE 

• :·IY'iia~ Bnmn:g:'• ·•• 
· {Seofemhi:Il. 

2007 $ 197,067.24 $ 197,067.24 

2008 $ 105,000.00 276,047.50 381,047.50 

2009 105,000.00 272,162.50 377,162.50 

2010 110,000.00 268,225.00 378,225.00 

2011 115,000.00 263,990.00 378,990.00 

2012 120,000.00 259,390.00 379,390.00 
2013 125,000.00 254,590.00 379,590.00 

2014 130,000.00 249,465.00 379,465.00 

2015 135,000.00 244,005.00 379,005.00 

2016 140,000.00 238,200.00 378,200.00 

2017 150,000.00 232,040.00 382,040.00 

2018 155,000.00 225,440.00 380,440.00 

2019 160,000.00 218,465.00 378,465.00 

2020 170,000.00 211,265.00 381,265.00 

2021 175,000.00 203,445.00 378,445.00 

2022 185,000.00 195,220.00 380,220.00 

2023 195,000.00 186,340.00 381,340.00 

2024 205,000.00 176,980.00 381,980.00 

2025 210,000.00 167,140.00 377,140.00 

2026 220,000.00 157,060.00 377,060.00 

2027 235,000.00 146,500.00 381,500.00 

2028 245,000.00 134,750.00 379,750.00 

2029 255,000.00 122,500.00 377,500.00 

2030 270,000.00 109,750.00 379,750.00 

2031 285,000.00 96,250.00 381,250.00 

2032 295,000.00 82,000.00 377,000.00 

2033 310,000.00 67,250.00 377,250.00 

2034 330,000.00 51,750.00 381,750.00 

2035 345,000.00 35,250.00 380,250.00 

2036 360,000.00 18,000.00 378,000.00 

Total $5,840,000.00 $5,360,537.24 $11,200,537.24 
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SECURITY FOR THE BONDS 

General 

The Bonds and the interest thereon arc payable from the Special Tax Revenues from the District 
remaining after payment of the priority administrative expenses of the District as provided in the Fiscal 
Agent Agreements. The amount of Special Taxes that the District may levy in any year is strictly limited 
by the maximum rates approved by the qualified electors within the District. Sec "Rate and Method of 
Apportionment of Special Taxes" below and "APPENDIX A -- RATE AND METHOD OF 
APPORTIONMENT OF SPECIAL TAXES" hereto. 

Special Tax Revenues include proceeds of the Special Taxes received by the District. including 
any scheduled payments and any prepayments thereo( interest thereon and proceeds of the redemption or 
sale of property sold as a result of foreclosure of the lien of the Special Taxes to the amount of said lien 
and interest and penalties thereon. 

In the event that delinquencies occur in the receipt of the Special Taxes in any fiscal year, 
the District may increase its Special Tax levy within the District in the following fiscal year up to 
the maximum rates permitted under the Rate and Method. Under no circumstances, however, will 
Special Taxes levied against any parcel used for private residential purposes be increased by more 
than 10 percent as a consequence of delinquency or default by the owner of any other parcel or 
parcels within the District. Although the Special Tax levy may be increased, Special Tax Revenues 
resulting from the increase may not be available to cure any delinquencies for a period of one year 
or more. In addition, an increase in the Special Tax levy may adversely affect the ability or 
willingness of property owners to pay their Special Taxes. See "Rate and Method of 
Apportionment of Special Taxes" below and "APPENDIX A -- RA TE AND METHOD OF 
APPORTIONME:'IT OF SPECIAL TAXES" hereto for a description of the District's procedures 
for levying Special Taxes, and "SPECIAL RISK FACTORS- Insufficiency of Special Taxes." 

Rate and Method of Apportionment of Special Taxes 

The amount, if any, of the Special Tax to be levied annually depends on, among other things, 
whether a given parcel is classified as Developed Property, Undeveloped Property. Property Owner 
Association Property, or Excess Public Property, and also Single Family Residentid Property or Other 
Property (as defined in the Rate and Method). The Special Tax on Developed Property is based on per 
unit for a specific subdivision or ·'tax zone" for single family dwellings, and acreage for other residential 
or non-residential property. 
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below. 
The Assigned and Maximum Special Tax rates that can be levied each Fiscal Year are shown 

A 

B 

c 

TABLE3 
COMMUNITY FACILITIES DISTRICT NO. 2006-1 

(MORAGA OF MERCED) 

Mariposa 

Presidio 

Mercedes 

Tax Zone 

A 

B 

c 

A 

B 

c 

OF THE CITY OF MERCED 

DEVELOPED PROPERTY 
ASSIGNED SPECIAL TAX RA TES 

2 Single Farni ly Residential Property 
Other Property 

3 Single Family Residential Property 
Other Property 

4 Single Family Residential Property 
Other Property 

DEVELOPED PROPERTY 
BACK UP SPECIAL TAX RATES 

Type of Properfi; :; 

Single Family Residential Property 
Other Property 

Single Family Residential Property 
Other Property 

Single Fa,nily Residential Property 
Other Property 

$863 per Unit 
$6,604 per Acre 

$1,035 per Unit 
$6,796 per Acre 

$1,351 per Unit 
$7,717 per Acre 

UNDEVELOPED PROPERTY 
MAXIMUM SPECIAL TAX RATES 

i'ii,i~~ ~==~ 
Undeveloped Property 

Undeveloped Property 

Undeveloped Property 

$6,604 per Acre 

$6, 796 per Acre 

$7, 717 per Acre 

Source: Rate and Alethod of Apportionnient. 

S734 per Unit 
$6,604 per Acre 

S880 per Unit 
$6, 796 per Acre 

$1,148 per Unit 
$7,717 per Acre 

The Special Tax shall be levied proportionately first on each assessor parcel of Developed 
Property up to I 00% of the Assigned Special Tax. If additional revenue is needed, the Special Tax shall 
be levied proportionately next on each assessor parcel of Undeveloped Property up to I 00% of the 
Maximum Special Tax, then on each assessor parcel of Developed Property up to I 00% of the Back Up 
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Special Tax, and lastly on each assessor parcel of Excess Public Property and Exce,;s Properly Owner 
Association Property up to I 00% of lhe Maximum Special Tax for Undeveloped Property. 

The Maximum Special Taxes set forth above are calculated based on the expected land uses 
within the District. Parcels within the Districl are part of both a recorded final map and tentative maps. 
Final and tentative maps have been reviewed to ensure they rellcct the number of residential units and 
acreage that was anticipated. If there is a change in the formation land use plans or if a new tentative 
map, revised tentative map, or new final map ("Land Use/Entitlement Change") is proposed that reduces 
the total Maximum Special Taxes that can be generated, the Council, prior to approval of the Land 
Use/Entitlement Change, will complete proceedings under the Act to increase the Maximum Special Tax, 
on Assessor Parcels owned by the landowner requesting same, to an amount sufficient to maintain the 
total Maximum Special Tax revenues that could be generated within the District before the Land 
Use/Entitlement Change was approved or the landowner requesting the Land Usc/Entitlcme111. Change 
will prepay to the City an amount that corresponds to the lost Maximum Special Tax revenue, as provided 
in the Rate and Method. Any such prepayment shall be used by the City to call Bonds. See "APPENDIX 
A -- RATE AND METHOD OF APPORTIONMENT OF SPECIAL TAXES" hereto for a complete 
description of the District's procedures for levying Special Taxes. 

The Special Taxes 

The District has covenanted in the Fiscal Agent Agreement to cause the Special Taxes to be 
levied in each fiscal year in accordance with the Rate and Method in an amount (up to the maximum rates 
and amounts permitted by the Rate and Method) sufficient to (i) pay the principal cf and interest and 
premium, if any, on the Bonds. (ii) replenish the Reserve Fund established under the Fiscal Agent 
Agreement to the Reserve Requirement, (iii) pay budgeted administrative expenses for such fi,cal year 
and (iv) pay the costs of certain infrastructure improvement facilities of benefit to the District. Subject to 
the maximum special tax rates, the Rate and Method is formulated to result in the levy each year of an 
amount of such payment of principal, premium, if any, and interest, replenishment of the Reserve Fund 
and related administrative expenses: however, see "SPECIAL RISK FACTORS" for a discussion of 
certain factors affecting the actual timely collection of such Special Tax levies. 

The Special Taxes arc to be apportioned, levied and collected according to the Rate and Method. 
See "APPENDIX A -- RA TE AND MET! !OD OF APPORTIONMENT OF SPECIAL TAXES" hereto. 

Reserve Fund 

The Fiscal Agent shall maintain and hold in trust as a separate and distinct fund designated as the 
"Reserve Fund." In the event that on any Interest Payment Date, the full amount of the interest or 
principal required to be deposited on such Interest Payment Date pursuant to the Fiscal Agent Agreement 
in the Interest Account or the Principal Account of the Bond Fund, is not on deposit therein, the Fiscal 
Agent shall withdraw from the Reserve Fund an amount equal to any such deficiency. The Fiscal Agent 
shall transfer for deposit in the Principal Account of the Bond Fund an amount equal to the expected 
reduction in the Reserve Fund as a result of mandatory redemption of the Bonds from prepayments of 
Special Taxes pursuant to the Fiscal Agent Agreement. 

Covenant for Superior Court Foreclosure 

In the event of a delinquency in the payment of any installment of Special Taxes, the City is 
authorized by the Act to order institution of an action in the Superior Courts of the State to foreclose any 
lien therefor. In such action, the real property suhject to the Special Taxes may be sold at a judicial 
foreclosure sale. The ability of the District to foreclose the lien of delinquent unpaid Special Taxes may 
be limited in certain instances and may require prior consent of the property owner in the event the 
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property is owned by or in receivership of the Federal Deposit Insurance Corporation (the "FDIC") or 
other similar federal agencies. Sec "SPECIAL RISK FACTORS - Bankruptcy and Foreclosure" and 
"SPECIAL RISK FACTORS - Tax Delinquencies." 

Such judicial foreclosure proceedings arc not mandatory. However, in the Fiscal Agent 
Agreement, the City has covenanted with the owners of the Bonds that it will order. and cause to be 
commenced, judicial foreclosure proceedings against properties with delinquent Special Taxes in excess 
of $5,000 by the October l following the close of the Fiscal Y car in which such Special Taxes were due, 
and that it will commence judicial foreclosure proceedings against all properties with delinquent Special 
Taxes by the October 1 following the close of each Fiscal Year in which it receives Special Taxes in an 
amount which is less than ninety-five percent (95%) of the total Special Taxes levied, and diligently 
pursue to completion such foreclosure proceedings. 

There could be a default or a delay in payments to the owners of the Bonds pending prosecution 
of foreclosure proceedings and receipt by the City of foreclosure sale proceeds, if any. However, up to 
the maximum amount permitted under the Rate and Method, the City may adjust the Special Taxes levied 
on all property within the District to provide the amount required to pay debt service on the Bonds. 

Under current law, a judgment dehtor (property owner) has at least 140 days from the date of 
service of the notice of levy in which to redeem the property to be sold. If a judgment debtor fails to 
redeem and the property is sold, his only remedy is an action to set aside the sale, which must be brought 
within 90 days of the date of sale. II~ as a result of such an action a foreclosure sale is set aside, the 
judgment is revived, the judgment creditor is entitled to interest on the revised judgment and any liens 
extinguished by the sale are revised as if the sale had not been made (Section 701.680 of the Code of 
Civil Procedure of the State of California). 

Special Tax Fund 

Within IO Business Days of receipt. the City shall transfer to the Fiscal Agent for deposit in the 
Special Tax Fund all Special Taxes Revenues. Moneys in the Special Tax Fund shall be held in trust by 
the Fiscal Agent for the benefit of the District and the Owners of the Bonds. shall be disbursed as 
provided in the Fiscal Agent Agreement to the Administrative Expense Fund. the Principal Account and 
Interest Account of the Bond Fund and the Reserve Fund, and, pending any disbursement, shall be subject 
to a lien in favor of the Owners of the Bonds. 

Notwithstanding the foregoing, amounts constituting prepayments of Special Taxes shall be 
placed by the Fiscal Agent in a segregated account within the Bond Fund designated as the "Prepayment 
Account" and used to redeem Bonds pursuant to the Fiscal Agent Agreement. 

Establishment of Funds and Accounts and Flow of Funds 

The Fiscal Agent Agreement establishes the Special Tax Fund (and within the Special Tax Fund, 
the Surplus Account), the Reserve Fund, the Administrative Expense Fund, the Bond Fund (and within 
the Bond Fund, the Interest Account (and within the Interest Account, the Capitalized Interest 
Subaccount) and the Principal Account), the Cost of Issuance Fund, the Improvement Fund and the 
Rebate Fund. Sec "APPENDIX C -SUMMARY OF THE FISCAL AGENT AGREEMENT." 

On or before each Interest Payment Date, the Fiscal Agent shall transfer from the Special Tax 
Fund (including the Surplus Account) and deposit into the following respective accounts in the Bond 
Fund, the following amounts in the following order of priority, the requirements of each such account 
(including the making up of any deficiencies in any such account resulting from lack of Special Tax 
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Revenues sufficient to make any earlier required deposit) at the time of deposit to be satisfied before any 
transfer is n1ade to any account suhsequcnt in priority: 

Capitalized Interest Subaccount. On or before the Interest Payment Date which occurs 
on March I, 2007, the Fiscal Agent shall withdraw $87,546.62 from the Capitalized Interest 
Subaccount and shall cause such amount to be deposited in the Interest Account of the Bond Fund 
for application on such Interest Payment Date. On or before the Interest Payment Date which 
occurs on September I, 2007. the Fiscal Agent shall withdraw the remainder of all moneys from 
the Capitalized Interest Subaccount, shall cause such amount to he deposited in the Interest 
Account of the Bond Fund for application on September I, 2007. and shall thereupon close the 
Capitalized Interest Subaccount. Upon transfer of said amount lo the Interest Account, said 
amount shall be applied to payment of interest due on the Bonds on the March I. 2007, and 
September 1, 2007 Interest Payment Dates, as provided in the Fiscal Agent Agreement. 

Interest Account. On or before each Interest Payment Date, except the Interest Payment 
Dates which occur on March I, 2007 and September I, 2007, the Fiscal Agent shall deposit in the 
Interest Account an amount required to cause the aggregate amount on deposit in the Interest 
Account to equal the amount of interest becoming due and payable on the Bonds on such date. 
No deposit need be made into the Interest Account on any Interest Payment Date if the amount on 
deposit therein is al least equal to the interest becoming due and payable on the Bonds on such 
date. All moneys in the Interest Account shall be used and withdrawn by the Fiscal Agent solely 
for the purpose of paying the interest on the Bonds as it shall become due and payable (including 
accrued interest on any Bonds redeemed prior to maturity). All amounts on deposit in the Interest 
Account on the first day of any Bond Y car, to the extent not required to pay any inter,:st then 
having become due and payable on the Outstanding Bonds shall be withdrawn therefrom by the 
Fiscal Agent and transferred to the Surplus Account. 

Principal Account. On or before each Interest Payment Date which occurs on 
September I, the Fiscal Agent shall deposit in the Principal Account an amount required to cause 
the aggregate amount on deposit in the Principal Account to equal the principal amount of the 
Bonds becoming due and payable on such date, or the redemption price of the Bonds (consisting 
of the principal amount thereof and any applicable redemption premium) required to be redeemed 
on such date. Except as provided in the Fiscal Agent Agreement, all moneys in the Principal 
Account shall he used and withdrawn hy the Fiscal Agent solely for the purpose of (i) paying the 
principal of the Bonds al the maturity thereof; or (ii) paying the principal of and premium (if any) 
on any Bonds upon the redemption thereof. All amounts on deposit in the Principal Account on 
the first day of any Bond Y car, to the extent not required to pay the principal of any Outstanding 
Bonds fhen having become due and payable, shall be withdrawn therefrom by the Fiscal Agent 
and transferred to the Surplus Account. 

Additional Local Obligations 

The City, at any time after the issuance and delivery of the Bonds under the Fiscal Agent 
Agreement, may issue additional bonds (the "Additional Obligations") solely to refund any or all of the 
outstanding Bonds which may be payable from the Special Taxes and secured by a lien and charge upon 
the Special Taxes equal to the lien and charge securing the outstanding Bonds theretofore issued. 
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No Obligation of the City Upon Delinquency 

The City is under no obligation to transfer any funds of the City into the Special Tax Fund or the 
Bond Fund for the payment of the principal of or interest on the Bonds if a delinquency occurs in the 
payment of any Special Taxes. See "SECURITY FOR THE BONDS -- Covenant for Superior Court 
Foreclosure" for a discussion of the City's obligation to foreclose Special Tax liens upon delinquencies. 

Estimated Effective Tax Rate 

Set forth below is the estimated fiscal year 2006/07 tax obligation that would be applicable to a 
sample residential unit based on the fiscal year 2006107 Assigned Special Tax and other taxes and 
assessments in place within the District in fiscal year 2006/07. In fiscal year 2006107, only 24 parcels 
were actually levied a Special Tax as Developed Property. 

TABLE4 
COMMUNITY FACILITIES DISTRICT NO. 2006-1 

(MORAGA OF MERCED) 
OF THE CITY OF MERCED 

ESTIMATED FISCAL YEAR 2006/07 TAX OBLIGATION 
FOR A SAMPLE DEVELOPED PROPERTY 

Value 
Land plus Improvements 
Homeowner's Exemption 

Subtotal Basis for Tax 

Ad Valorem 
General Tax 
Merced College SFID # 1 

Subtotal Ad Valorem Taxes 

Special T axe.v and Assessments 
Merced CFD No. 2006-1 

Merced CFD No. 2003-2 
EMCPFFA* CFD No. 2006-1 

Mosquito Abatement 
Merced City School Bond 2004 

Merced UHSD Bond 1999 
Subtotal Special Assessments 

Total Taxes 

Total Tax Rate 

1.0000% 
0.0200% 

1.0200% 

*East Merced County Public Facilities Financing Authority 

$299,900.00 $344,900.00 

7 000.00 7 000.00 

$292,900.00 $337,900.00 

$2,929.00 $3,379.00 
58.58 67.58 

$2,987.58 $3,446.58 

$ 734.00 $880.00 

776.44 776.44 

610.80 722.80 

8.00 8.00 

0.20 0.20 

0.11 0.11 

$2,129.55 $2,387.55 

$5,117.13 $5,834.13 

1.71% 1.69% 

Source: Special Tax Consultant; Merced County; East Merced CoW1ty Pubhc Facilities Financing Authority 
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$404,900.00 

7.000.00 

$397,900.00 

$3,979.00 

79.58 

$4,058.58 

$1,148.00 
776.44 
863.80 

8.00 

0.20 
0.11 

$2,796.55 

$6,855.13 

1.69% 



Direct and Overlapping Debt 

Set forth below is the existing authorized indebtedness payable from taxes and assessments that 
may be levied on property within the District. In addition, other public agencies may issue additional 
indebtedness at any time, without the consent or approval of the City or the District. 

TABLES 
COMMUNITY FACILITIES DISTRICT NO. 2006-1 

(MORAGA OF MERCED) 
OF THE CITY OF MERCED 

DIRECT AND OVERLAPPING DEBT 

2005-06 Local Secured Assessed Valuation: $396,858 

DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT: 
Merced (~ommunity College District School Facilities Improvement District No. 
Merced Union High School District 
Merced City School District 
City of Merced Community Facilities District No. 2006-1 (Moraga of Merced) 

TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT 

OVERLAPPING GENERAL FUND DEBT: 
Merced County Certificates of Participation 
Merced C'ounty Pension Obligations 
Merced County Office of Education Certificates of Participation 
Merced City School District Certificates of Pa11icipation 
City of Merced Pension Obligations 

TOTAL OVERLAPPING GENERAL FUND DEBT 

COMBINED TOT AL DEBT 

(I) Excludes Mello-Roos Act bonds to be sold. 

% A1mlicable 
0.0041Yo 
0.005 
0.009 

100. 

0.003% 
0.003 
0.003 
0.011 
0.012 

Debt 10/1/06 
$1,606 

931 
2.315 

- (I) ---
$4,852 

s 733 
L,633 

54 
495 

. 872 
$3,787 

$8,639 (2) 

(2) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and tax alloca·:ion bonds a.nd non
bonded capital lease obligations. 

Ratios to 2005-06 Assessed Valuation: 
Direct Debt ..................................................................................... - % 
Total Direct and Overlapping Tax and Assessment Debt. ................. l.22o/o 
Combined Total Debt ........................................................................ 2.18% 

STATE SCHOOL Bt:ILDING AID REPAYABLE AS OF 6/30/06: $0 

Source: California Municipal Stati."itics, Inc. 
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Appraisal 

The Bonds are secured hy Special Tax Revenues (as defined in the Fiscal Agent Agreement) 
which may include amounts realized upon foreclosure sale of delinquent parcels within the District 
Therefore, the ability of the District to meet debt service on the Bonds may depend on the ability of 
delinquent parcels to generate sufficient proceeds upon foreclosure sale to pay delinquent Special Taxes. 
The City has commissioned rpa Wakefield & Hopper, Inc., Fresno, California (the "Appraiser") to 
perform an appraisal (the "Appraisal") of the property values of parcels within the District. See 
"APPENDIX D -APPRAISAL REPORT" hereto. 

The Appraisal, dated November I, 2006, was prepared with a date of value of October 31, 2006. 
Based on the assumptions and limiting conditions set forth in the Appraisal, the Appraiser valued the fee 
simple property within the District to have a cumulative hypothetical market value of$41,100,000. The 
value of the parcels within the District, other than the 9 model home parcels, was valued based on bulk 
sale retail finished lots, with a cumulative bulk sale value of approximately $36,450,000. These parcels 
within the District were valued using the Direct Sales Comparison Approach. Also utilized was the 
Discounted Cash Flow Analysis method, using a land residual technique as a means to establish the retail 
lot value that is key in determining bulk sale value. The Appraiser was provided with offsite development 
cost information by the Developer. The value of the 9 model homes was valued based on the retail value 
of the models using the Direct Sales Comparison Approach, with an aggregate value of approximately 
$4,590,000. See "APPENDIX D - APPRAISAL REPORT" for a complete discussion of the value of the 
property within the District and the assumptions and limiting conditions of the Appraisal. There can be 
no assurance that property values set forth in the Appraisal will not decrease, or that at any time the 
amount that could be realized upon sale of a particular parcel in a foreclosure sale for nonpayment of 
Special Taxes will equal that parcel's appraised value. 

The tables below show the appraised value of each lot within the District, as well as the assessed. 
value for the parcels within the District. 

[ Balance of page intentionally left blank.] 
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TABLE6 
COMMUNITY FACILITIES DISTRICT NO. 2006-1 

(MORAGA OF MERCED) 
OF THE CITY OF MERCED 

HYPOTHETICAL MARKET VALUE 

Special Approx.. Estimated Hypothetkal 
Neighbor- Tax Size Estimated Number of Market 

Subdivision hood Zone (aeresl' Use Units' Value2 

PHASE 1 - MODEL 
HOMES 

Mariposa 2 A NA SF Res. 3 $1,364.636 

Presidio 3 B NA SF Res. 3 1,491.696 

Mercedes 4 c NA SF Res. _3 1.733.973 

Subtotal 9 $4,590.305 

PHASE 1- VACANT 
HOMESITES 

Mariposa 2 A 13.59 SF Res. 88 $ 5,886,769 

Presidio 3 H 22.08 SF Res. 118 9,277,791 

Mercedes 4 c 15.12 SF Res. 72 ,_6,207,586 

Subtotal 50.79 278 $21,372,146 

PHASE I SUBTOTAL 50.79 287 $25,962.451 

PHASE 2 - PAPER LOTS 

Mariposa 2 A 20.48 SF Res. 115 1'.A 

Presidio 3 H 9.50 SF Res. 52 NA 

Mercedes 4 c 13.34 SF Res. ...M 

PHASE 2 SUBTOTAL 43.32 233 $15,135,150 

TOTAL 94.11 520 $41,097,601 

l'erLot 
· Value' 

NA 

NA 

NA 

$67,000 

79,000 

86.000 

$62.000 

62,500 

70,000 

1. Based on recorded final map for Phase I, tentative map for Phase 2 and information provided by the Developer. 
2. The total value noted above represents the hypothetical cumulative value of the properties within the 

District, which is not equivalent to the market value of the [)!strict as a whole. 
3. Rounded. per lot. 
4. Acres for model homes arc not included in Model Homes subsection, but are included in Phase I Vacant 

llomesites subsection. 

Source: (.'011rpiled j'rom Appraisal Report. 
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The current 289 assessor parcels were created from 3 assessor parcels after January I, 2006. For 
the 2005-06 tax year, the 3 parcels were assessed as follows on table 6 below. 

TABLE 7 
COMMUNITY FACILITIES DISTRICT NO. 2006-1 

(MORAGA OF MERCED) 

APN 

008-010-061 
008-010-062 
008-010-055 
TOTAL 

OF THE CITY OF MERCED 

ASSESSED VALUE 
2005-2006 

Liu,d As:~£S.:kd 
Value 

$195,867 
96.970 
94,081 

lmp,;l)vements 
Assessed Value 

0 
0 

9,940 

Source: Complied.fron1 Appraisal Report. 

Estimated Value to Lien Ratios 

Toful1'$~:··· 
Valuation 

$195,867 
96.970 

104021 
$396,858 

Appraised Value to Lien Ratio. The estimated appraised value to special tax lien ratio is 7.0: l 
assuming an appraised value of $41, I 00,000 and $5,840,000 in principal amount of the Bonds. The 
following table shows the breakdown of the lien to value ratios based on ownership. 

No assurance can be given that any of the ratios discussed herein can or will be maintained during 
the period of time that the Bonds are Outstanding. The City and the District have no control over the 
amount of additional indebtedness that may be issued in the future by other public agencies. the payment 
of which is secured by the levy of a tax or an assessment, whether on a parity with or subordinate to the 
Special Taxes. See "SPECIAL RISK FACTORS Appraised Value; Land Value." 
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TABLE ll 
COMMUNITY FACILITIES DISTRICT NO. 2006-1 

(MORAGA OF MERCED) 
OF THE CITY OF MERCED 

APPRAISED VALUE TO LIEN RATIOS 

Lots 

Phase I - .11odels 

Mariposa (2) 

Presidio (3) 

Mercedes (4) 

Subtotal 

Phase I - Final Mapped 

Mariposa (2) 

Presidio (3) 

!\11ercedcs (4) 

Subtotal 

.l 

9 

FINAL MAPPED TOTAL 

Phase 2 - Tentative 1'1.ilpped 

Mariposa (2) 

Presidio (3) 

Mercedes (4) 

TllNTA TIVE MAPPED TOT AL 

$ 734 

880 

1.148 

$ 734 

X80 

1,148 

$ 734 

880 

1,148 

TOTAL (rounded) 

Projected 
Splitllil 
tal'1 

$ 2,202 

2,640 

.l 444 

$ 8.286 

$ 64,592 

10.1.840 

82 656 

$251,088 

$259,374 

$ 84,410 

45,760 

75 768 

$205,938 

$465~112 

Tnfom1ation con1piled from Rate and Method of Apportionment. 
2. Assuming maximum Assigned Rates at buildout. 
3. Assuming bond size of$5,840,000 .. __ _ 

Source: Co1npiled.fron1 Appraisal Report. 

%of 
Total 

0.47 

0.57 

0.7.'l: 

1.78 

1.1.88 

22..12 

17.76 

53.96 

55.74 

18.14 

9.84 

16.28 

44.26 

100.00 

Pottl110 of 
Bo$~ 
Lie11<J) 

$27.448 

33.288 

43,2J£ 

$103,952 

S 810.592 

J,303,488 

I 037 184 

$3. 151,264 

$3,255,216 

$ 1.059,376 

574,656 

950,752 

$2,584,784 

$5,840,000 

ApptJJse,f· 
Vlil11e 

$1,364,636 

1.491,696 

I 733 973 

$4.590,305 

$ 5,886, 769 

9,277,791 

6 207 586 

$21.372.146 

$25,962,451 

NA 

~A 

NA 

$15,135,150 

$41,097,601 

. ;4,)!~~il / 
\;iil!!li .• 

To Lien 

49.7:l 

44.f::I 

40.U 

44.2.:1 

7 3 · t 

7 I :I 

6JiJ. 

6.1:1 

8.0:1 

I\A 

I\A 

1'A 

5.6:l 

7.0:1 

No assurance can be given that any of the ratios discussed above can or will be maintained. during 
the period of lime that the Bonds are Outstanding. The City and the District have no control over the 
amount of additional indebtedness that may be issued in the future by other public agencies, the payment 
of which is secured by the levy of a tax or an assessment, whether on a parity with or subordinat,e to the 
Special Taxes. See "SPECIAL RISK FACTORS - Appraised Value; Land Value." 
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Special Tax Coverage. The following table shows the debt service coverage achieved on the 
Bonds assuming buildout of all property within the District. with the Special Tax levied at the Assigned 
Rate under the Rate and Method and debt service on Bonds. 

(]) 

TABLE9 
COMMUNITY FACILITIES DISTRICT NO. 2006-1 

(MORAGA OF MERCED) 
OF THE CITY OF MERCED 

ASSIGNED SPECIAL TAX COVERAGE 

YeatEndet.1 p.s$ij~.:Aiti:£ ·.· (~$sSeruor Tbtal~ 
,;,-;;-'C 

;~~ii, Seet1 .. ' $.pel.llal 'l'l\X · ; tlFD Allmin $ervl0y'. 
2007 $457,243 $45.000 $ 197,067' 11 NA 
2008 457,243 45,000 381,048 l l l % 
2009 457,243 45.000 377,163 l 11 
2010 457.243 45,000 378.225 110 
201 l 457.243 45,000 378,990 l lO 
2012 457,243 45,000 379,390 110 
2013 457,243 45,000 379,590 l l O 
2014 457.243 45,000 379.465 110 
2015 457,24.1 45,000 379.005 110 
2016 457.243 45,000 378.200 l l l 
2017 457,243 45,000 382.040 111 

2018 457.243 45,000 380.440 110 
2019 457,243 45,000 378,465 l l l 
2020 457,243 45,000 381.265 I 10 
2021 457.243 45,000 378.445 11 l 
2022 457.243 45,000 380,220 l l l 
2023 457,243 45,000 381.340 11 l 
2024 457,243 45,000 381.980 111 
2025 457,243 45,000 377, 140 111 
2026 457,243 45,000 377,060 111 
2027 457,243 45,000 381.500 II l 
2028 457.243 45,000 379,750 l l l 
2029 457.243 45,000 377,500 11 l 
2030 457,243 45,000 379,750 111 
2031 457,243 45,000 381,250 111 
20.'l2 457,243 45,000 377.000 111 
2033 457,243 45,000 377,250 111 
2034 457,243 45,000 381,750 l ]() 
2035 457,243 45,000 380,250 111 
2036 457,243 45.000 378,000 110 

TOTAL $13,717,290 $1,350,000 $11,200,537 

Debt service funded by capitalized interest in the amount of $175.093.24 and special tax levy on 24 parcels of 
$21,974. 

Source: .)J1ccial Tar ('on~ulrant and L!ndcnrriter. 
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THE DISTRICT 

General 

On May 15, 2006, the City Council adopted a Resolution of Intention to form a community 
facilities district under the Act, to levy a special tax and to incur bonded indebtedness for the purpose of 
financing certain improvements. After conducting a noticed public hearing, on July 3, 2006, the City 
Council adopted the Resolution of Formation, which established the District and set forth the Rate and 
Method for the District. On July 3, 2006 an election was held within the District in which the landowners 
eligible to vote unanimously approved the proposed bonded indebtedness and the levy of the Special Tax 
within the District. 

The boundaries of the District coincide with the boundaries of the Moraga of Merced 
development, referred to herein as the Development. The District is comprised of approximately 117 
acres zoned for residential development of which 7.16 acres will be parkland. The Distiict has an overall 
rectangular shape and located in the northeastern section of the City, south of Yosemite Avenue and east 
of McKee Road in an area with a mix of existing housing and agricultural use land. The Development is 
planned to include a total of 520 residential dwelling units in three distinct neighborhoods surrounding a 
community park. Each neighborhood will be developed in two phases. The Neighborhoods include "The 
Mariposa Collection" in neighborhood 2, "The Presidio Collection" in neighborhood 3 and "The 
Mercedes Collection" in neighborhood 4.' Recorded final maps exist on Phase 1 for each of the three 
neighborhoods, consisting of a total of 287 units. Phase 2 consists of the remaining 23), units. Tentative 
maps exist for the property within Phase 2. 

For a detailed map of the Assessment District, including the neighborhoods and lots expected 
therein, see the map on the facing page. 

Environmental Review 

In January 2003, the City adopted a Mitigated Negative Declaration regarding Expanded Initial 
Study #02-27 subject to a certain Mitigation Measures and Monitoring Program 2,greed to by the 
Developer pursuant to a Developer Agreement dated as of January 13, 2003 (the "Environmental 
Review"). The Environmental Review analyzed the potential environmental effects from all 
discretionary actions necessary to develop the master-planned community. All requi::ed permits from 
regulatory agencies have been acquired to complete the development within the Dis'crict. All appeal 
periods with respect to such approvals have expired. Notwithstanding the foregoing, 11 is possible that 
future events relating to environmental issues could impact the development. See ''SPECIAL RISK 
FACTORS - Future Land Use Regulations and Growth Control Initiatives," " - Endangered and 
Threatened Species." 

" Neighborhood I was reconfigured in the map process and excluded from the Developn1ent 

25 



.... 
w 

= :c 
II, 

' • • 

' 
' , 

Q 

w z 
0 
N 

• • ----"i 

' • 
' • • • 
' ' ' • • • 
• • • 
• 

'fcl'f~OW 

• • • • 
' 

---- • • • • • • • 

' • ' • ' • ' • • : e---------• • 
' • 
' ·-~ 

1 t----:1 
! J 

I ! f-. 

' • ' .. ' ' • j ! . • _) -

! I ! ! ! 

! ! ' ! ! 

.... 
w 

= :c 
II, 

! ! 

! ! 

c 
w 
U< a:: . 
w: 
:E'" 
LL ~ 
o~ 
<(:: 
C,;'. 
<(: 
a:: ::: 
o-
:E 



THE DEVELOPMENT 

Unpaid Special Tares do not constitute a personal indebtedness of the Developer (defined 
herein), their affiliates or any subsequent owners of the parcels within the District and t~e Developer has 
made no enforceable commitment to pay the principal ofor'interest on the Bonds or to support payment 
of the Bonds in any manner. There is no assurance that the Developer has or any subsequent owners will 
have the ability to pay the Special Tares or that, even if they have the abilitv, they will choose to pay such 
taxes. An owner may elect not to pav the Special Taxes when due and cannot be legally compelled to do 
so. Neither the City nor any Bondowner will have the ability at any time to seek payment from the 
Developer or any subsequent owners ofproperty within the District of anv Special Tar or any principal 
or interest clue on the Bonds, or the ahilitJ1 to control ~vho becomes a subsequent oivner oj' an;J r1ropert;1 
within the District. See "SECURITY FOR THE BONDS" and "SPECIAL RISK FACTORS" herein 

The Developer has provided the information set forth under the heading "THE 
DEVELOPMENT" No assurance can be given that all information is complete. Although the Developer 
currentlv own the property within the District, the Developer intend1· to build and sell residential 
properties. When such sales occur, the ownership of the land within the District will become more 
diversified. No assurance can be given that development of the propertp will he complered, that it will be 
completed in a timely manner, or that it will occur as described herein. 

General 

The Development is planned to include a total of 520 single family detached residential units in 
three distinct neighborhoods on approximately 94 acres surrounding a community park consisting of 7. 16 
acres. The District is coterminous with the Development and comprises two phases. Each neighborhood 
will be developed in two phases and includes "The Mariposa Collection" in neighborhood 2, "The 
Presidio Collection" in neighborhood 3 and "The Mercedes Collection" in neighborhood 4.' Phase I 
consists of approximately 51 acres and is planned for 287 homes. Phase 2 consists of approximately 43 
acres and is planned for the remaining 233 homes. 

The District has an overall rectangular shape and is located in the northeastern section of the City, 
south of Yosemite Avenue and east of McKee Road in an area with a mix of existing housing and 
agricultural use land. An existing subdivision with homes that are five-to-ten years old in good condition 
is located west across McKee Road. Farmland and open space are located east and fifteen- to twenty-year 
old homes on large lots are located north across Yosemite Avenue. Merced College is northwest of the 
development and the downtown area of the City of Merced southeast To the northwest is the site of the 
new race track as well as Castle Air Park and to the northeast is Lake Yosemite and the new University of 
California at Merced campus, which opened in Fall 2005. The topography is generally level and at street 
level. 

The Developer recently completed the model complex and is in the first phase of construction. 
The Developer expects Phase I to reach buildout by December 2008 with Phase 2 r,caching buildout 
sometime in 2012. 

The Developer acquired a portion of the property from LWH Farms, LLC in July 2005, with the 
remaining property acquired in June, 2006. The Developer is a single-purpose limited liability company 
formed in 2003 and is owned 45% by Lakemont Homes, Inc. ("Lill"), 5% by Dr. Larry & Sherri Shemen, 
private investors with a longstanding relationship with Lakemont Companies (as defined hereinafter) and 
50% by LWH Farms, LLC ("LWH Farms"). LWH Farms is owned by the former landowners of the 
property. 

* Neighborhood I \Vas reconfigured in the map process and excluded from the Development. 
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Phase 1 

Phase 1 consists of approximately 51 acres and is to be developed with 287 homes. A final map 
was recorded for the residential property within Phase I on March 27, 2006. The Developer opened 
Phase l for sales on July 15, 2006, held a grand opening on October 8, and is currently marketing the 
three neighborhoods and has homes available for sale to the public. More detailed information about the 
three neighborhoods, specific floor plans and amenities can be found at the Developer's website 
www.lakemont.com/moraga. The Ji,regoing internet address is included for reference only, and the 
infemnation on this internet site is not a part of this Official Statement and is not incorporated by 
reference into this Official Statement. 

Generally, Phase I is in finished Jot condition with curb, gutters, sidewalks, fire hydrants, street 
lighting and asphalt street paving. Total in-tract development costs for Phase 1 arc estimated at 
$13,107,385 exclusive of any home construction costs, and at $65,432,270 for total home construction 
costs (including building permit fees and construction soft costs and overhead costs). The on-site 
development costs include the cost to pay fees and to convert the land from superpad condition into 
finished pads, including the construction or installation of in-tract streets, sidewalks, curbs, gutters, sewer, 
water and storm drain improvements, landscaping, and dry utilities and related soft costs. As of 
November I, 2006, the remaining in-tract development costs for Phase 1 were estimated to be 
approximately $3,276,846 and remaining home construction costs (including building permit fees and 
construction soft costs and overhead costs) for Phase 1 were estimated to be approximately $60,398,953. 
The Developer entered into 2 separate agreements for the purpose of land acquisition, site improvement 
and home construction. Ohio Savings Bank provided financing for Phase l in the form of an acquisition 
and development Joan in the amount of $22,900,000. This loan closed in July 2005 and provided $4.4 
million for land acquisition and entitlements, $3.6 million for Phase I soft costs and $14.9 million for off
site improvements. Ohio Savings Bank also provided a revolving construction loan for Phase I in the 
amount of $20,100,000. This loan also closed in July 2005 and will be used to finance the costs 
associated with the construction of homes in Phase I. 

Phase 2 

Phase 2 consists of approximately 43 acres and is to be developed with 233 homes. A vested 
tentative map exists for Phase 2. The projection of the development of Phase 2 is based on the tentative 
map and plans of the Developer. The Developer intends to develop Phase 2 following buildout of 
Phase 1. Phase 2 is generally undeveloped with some work on certain Public Facilities underway. Total 
in-tract development costs for Phase 2 are estimated at $6,660,454 exclusive of any home construction 
costs and total home construction costs (including building permit fees and construction soft costs and 
overhead costs) are estimated to be $51,999,905. Comerica Bank provided financing for acquisition of 
Phase 2 Land and the pro rata share of off-site construction costs benefiting Phase 2 Jots. This loan closed 
in June 2006 and is for $9,000,000. The Developer expects that a future bank Joan will be required to 
fund construction of Phase 2 site improvements and an additional future revolving loan will be required to 
fund construction of homes within Phase 2. 

The Mariposa Collection 

Neighborhood 2 encompasses 34 acres and is being developed for 206 single family detached 
homes on minimum 5,085 square foot lots in a subdivision known as "The Mariposa Collection." Four 
floor plans are proposed with base sizes expected to range from 1,537 to 2,229 square feet. 3 model 
homes are completed. As of November l, 2006, base sale prices of the homes range from $314,900 to 
$369,900. As of November I, 2006, 8 building permits have been pulled, 5 homes are under 
construction, 2 homes have been reserved, and 4 sales contracts have been signed. 
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1urce: 

The Presidio Collectio11 

Neighborhood 3 encompasses 32 acres and is being developed for 173 single family detached 
homes on minimum 6.215 square foot lots in a subdivision known as "The Presidio Collection." Four 
floor plans arc proposed with base sizes expected to range from 1.895 to 2.644 square feet. 3 model 
homes arc completed. As of November I. 2006 base sale prices of the homes range from $344.900 to 
$409. 900. As of November I. 2006. 12 building permits have been pulled. 9 homes arc under 
construction. 3 homes have been reserved, and 5 sales contracts have been signed. 

The Mercedes Collectio11 

Neighborhood 4 encompasses 28 acres and is being developed for 141 single family detached 
homes on minimum 7.345 square foot lots in a subdivision known as "The Mercedes Collection.'' Four 
floor plans arc proposed with base sizes expected to range from 2.419 to .l,505 squan: feet. 3 model 
homes arc complete. As of November I. 2006 base sale prices of the homes range from $404,900 to 
$509.900. As of November I. 2006. 7 building pc1mits have been pulled, and 4 h1)mcs are under 
construction, 3 homes have been reserved, and 1 sall:'s contract has been signed. 

sale. 
The following table summarizes the residential development and its stage of construction and 

Subdivision.· 
(Neighborhood) 

TABLEIO 
COMMUNITY FACILITIES DISTRICT NO. 2006-1 

(MORAGA OF MERCED) 
OF THE CITY OF MERCED 

SUMMARY OF RESIDENTIAL DEVELOPMENT 
(November I, 2006) 

Min. Lot Size Estimated Estimated Floor 
(sq. ft.) Number of Units Pla11 Sq. Ft. 

Estimaled Price 
Range 

·---·-··-··· 

:vtariposa (2) 

Presidio (3J 

Mercedes (4) 

Subdivision 
(Neigllborh11od) 

5.085 

6,215 

7.345 

Models 
Completed 

---------·-·· ---"·-··---·-·· ---· 

206 1.537-2,229 $314.900-369.900 

17.l 1,895-2,644 $344.900-409, 900 

141 2.419-3.505 $404,900-509.900 

Pllns; , ••·• Units w/ 
Uuilef Sales 

Coant. ' · · · Contract 
No.of 

Cancellations 

Net.J:!l(its 
\vi Sales 
Co11tra,i:f 

-----········--· -----~ 
:vtariposa (2) 3 5 5 4 

Presidio (3) 3 9 8 .l 5 

___Mercedes (4) 3 4 

TOTAL 9 18 14 4 10 

Tiu: l)evelo11er 
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Developmenf'.f Projected Sources and lfses of Funds 

The following table shows the historical and projected cash flow of the Developer in com1ection 
with the Development. Funds for the acquisition of land, construction of Public Facilities, including the 
CFD Facilities, and construction of homes have been provided by two loans from Ohio Savings Bank for 
Phase 1 and one loan from Comerica Bank for Phase 2. The land within the District is subject to deeds of 
trust and is pledged as security for any such loans. See "THE DEVELOPMENT - General - Phase I, -
and Phase 2" for a detailed description of such loans. 

[Balance ofpage intentionally lefl blank.} 
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Revenues 

TABLE II 
DEVELOPMENTS PROJECTED SOURCES AND USES OF FUNDS<•, 

(As of October 1, 2006) 

Projected Projected Projected Projected Projected Projected Projected 
Jan. 1 - Jan. I - Jan. 1 - Jan. 1 - Jan. 1 - Jan. I - Jan. 1 - Jan. 1 

Dec. 31, 2005 Dec. 31,2006 Dec. 31, 2007 Dec. 31, 2008 Dec. 3 2009 Dec. 31, 2010 Dec. 31, 2011 Dec. 31, 2012 
·--·· 

Revenues(Housing)' -- $ 7,625.635 $41,740.317 $41,740,317 $41,740,317 $37,407.559 $34,930,464 $3.685.226 
CFO Proceeds' 4,000,291 

Tota!Rcvcnucs Sll,625,926 $41,740)17 $41,745;-317--$41,740,317 S3~559 $34,930.464 $3,685,226 

Expenses 
Land Acquisition S6,096,450 4,561,125 
Land Development 

3 
4.796,885 17.928,630 506.557 6,744,370 (57,750) 

Construction 
4 

1,145,493 l 3, 115,085 23,202,1_9_3 __ 23,200,793 22,303,555 20,342.355 16,474,203 551,651 
Total Land & Constr. $12.038,828 $35,604,84_0 __ $23,708,749 $29_.945.162 $22.245.805 $20,342,355 $16,474,203 551.651 

Total Selling & Marketing 139.228 908.187 1,076,514 1,056.714 962,765 585.437 477,303 S 27,721 
Total G&A 

5 
779,296 3,023.047 4.156.234 3,650.974 2,745,073 2,062.973 1,402,227 109,037 

Total Property Taxes 35,125 85.434 57,501 89.405 67.825 40.974 15,962 450 
CFO Taxes 39,379 300,573 212,437 119,036 30,477 

Total Expenses 512.992.477 $39,621,508 S29,038,3~6 __ $35.042,828 $26,233,905 $23,150.775 $18.400,172 $ 688,859 

Net Cash Flow ($12,992.477) ($27,995,582) $12.701,941 S 6,697,489 Sl 5,506,413 S 14.256,784 $16,530.292 52,996.367 

I 
Revenues from ~ale of home5 based on Developer's projected home sales of 19 \vith an average sales price of $401.349 per home. 

2
CFD proceeds shall be deposited into the Improvement Fund at closing per the terms of the Trust Indenture and reimbursed to the 

Developer per the terms of the Acquisition Agreement. 
3 

Land Develop1nent cost include Entitle1nent, SitCVl'Ork Costs, Land Indirects and Off-Site costs 
4 

('.onstruction costs include Dlrecr.;., lnntingency, Permits:'fces, ()pt!on 'L.pgrade Costs, Indirect~;, i\rchitect .!\1odcl Homes/Sales 
Office. Misc Fees, Organizational Costs and Insurance. 

5 
G&A costs include Management Fees, Loan fees and Interest and LegaJ/Audit'G&A 

Source: The Developer 
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Quarterly for 2006 

Actual Projected Projected Projected 

Jan. 1 - Apr. I - JuL l - Oct. I -
Mar. 31, 2006 Jun.30,2006 Se£L 30, 2006 Dec. 31, 2006 Total 

Revenues 

Revcnue5.. (!lousing) $ 7,625,635 $ 7,625,635 

C'FD Proceeds 4,000,291 4,000,291 

Total Revenues $11,625,926 $1 l,625,926 

Expenses 

Land Acquisition 4,561,125 4,561,]25 

Land Devclopn1cnt I 3,592,707 2,765,173 8,603,685 2,967,065 l 7,928,630 

C onstructio11 ~ 747,921 2,815,454 4,110,268 5,441,442 13,115,085 
Total Land & 
Construction $4,340,629 $10,141,752 Sl2,713,953 $8,4118,506 $35,604,840 

Total Selling & Marketing 66,746 244,545 124,817 272.080 908,188 

TotalG&A1 587,528 676,528 709, 920 l,049,070 3,023,046 

Total Property Taxes 13.760 35,125 35,125 1,425 85,434 

C.FD Taxes 

Total Expenses $5,008,662 $11,097,949 __!_13,7X3,8_!Q__ S9,73l,08J $39,621,508 

..'l"et Cash Flo\v ($5,008,662) (SI 1,097,949) ($13,783,816) Sl,894,845 ($27,995,582) 

1 Land Development cost include Entitlement, Sitework Costs, Land Indirects and Off-Site costs 
2 Construction costs include Directs, ('ontingency, Permits/Fees, Option/Upgrade Costs, Indirects, Architect, Model 

Homes/Sales Office, Misc Fees, ()rganizational Costs and Insurance. 
3 G&A costs include Management Fees, Loan fees and Interest and Lcgal/Audit/G&A 

Source: The Developer 

Public Facilities 

The Developer is managing the construction of the Public Facilities required for the District (the 
"Public Facilities"), includmg CFD Facilities, backbone infrastructure and in-tract improvements. 
Phase 1 is partially improved with concrete curb, gutters, and sidewalks, fire hydrants, and street lighting 
and the streets throughout much of the development are asphalt paved. The final subdivision map for 
Phase l was recorded on March 27, 2006. All lots within Phase l arc in finished lot condition. The 
Developer has entered into contracts with general contractors to complete the in-tract Public Facilities 
within Phase 1, which Public Facilities are expected to be completed by December 15, 2006. 

As of October 1, 2006, the construction of the overall backbone Public Facilities is 75% complete 
and has been fonded by bank loans from Ohio Savings Bank and Comerica Bank as discussed in "THE 
DEVELOPMENT General - Phase J, - and Phase 2." Sec "CFD and Public Facilities" herein. 

Moraga HOA 

The Developer has formed the Moraga of Merced Home Owners Association ("Moraga HOA") 
in compliance with a condition of map approval for the Development. The principal purpose of the 
Moraga HOA is to ensure compliance with the Development covenants, conditions, and restrictions 
(CC&R's), manage the maintenance of all front yards and common area landscaping and manage parking 

32 



restrictions throughout the Development. The monthly HOA assessment at full project build out is 
estimated to be approximately $76. 

School Mitigation Agreement 

On May 20, 2005, the Developer and LWH Farms, LLC entered into School Impact Mitigation 
Agreements {collcctivcly, the "School Mitigation Agreements"), with the Merced Union High School and 
the Merced City School District. Under the School Mitigation Agreements, said districts will not 
challenge any legislative approvals the Developer may seek with respect to the Development through the 
City or the County. The Developer has agreed to pay to said districts an annual adjusted school 
mitigation fee (currently $3.65 per square foot) at the time of pulling building permits or close of ,,scrow. 
The Developer has also agreed lo participate in the fonnation of a community facilities di.strict which will 
provide said districts an additional $3.35 per square foot (plus annual adjustments). Curren1ly, the 
additional community facilities district maximum annual special tax per single family unit for schools is 
$610 ($506) for neighborhood 2, $722 ($632) for neighborhood 3 and $863 ($789) for neighborhood 4, 
assuming an ad valorem tax rate freeze. These amounts arc reduced to $506, $632 and $789 for 
neighborhoods 2, 3 and 4, respectively, if no ad valorcm tax rate freeze. The school districts agreed not to 
seek any other form of payment or mitigation with respect to the impact of the project other than the 
indexed school mitigation fee. 

Acquisition/Financing Agreement 

The City, the District and the Developer have entered into an Acquisition1Financing Agreement, 
dated as of July 3, 2006 (the "Acquisition Agreement"). The Acquisition Agreement provides for the 
issuance of bonds for the District, the proceeds of which will he used to pay all or a portiun of the costs of 
some of the CFD Facilities, including the ability to fund public facilities included in City development 
impact fee, connection or capacity fee programs (including payment of the Purchase Price of Discrete 
Components thereof) as described in the Acquisition Agreement. The CFD Facilities or Discrete 
Components will be acquired by the City from the Owner for the Purchase Price. The obligations of the 
City to pay for the CFD Facilities or Discrete Components thereof are limited to the availability of 
proceeds from issuance of bonds by the District. 

CFD and Public Facilities 

A description of the CFD Facilities currently eligible to be financed for the Development through 
the District is contained in the Acquisition Agreement. These CFD Facilities consist of some of the 
backbone Public Facilities, both within and outside the District, required to serve the District. The CFD 
Facilities expected to be financed by this Bond issue include, among others, construction of a portion of 
Yosemite Avenue facilities, including street lights and traffic si1,'llals, storm drainage facilities, water 
transmission main facilities, and sewer system facilities, including a sewer lift station and force main. 
See "THE DEVELOPMENT General." 

In August 2005, the Developer awarded the construction contract for a portion of the Public 
Facilities, including the CFD Facilities, in the amount of approximately $11.2 million and the contract is 
scheduled to he completed by December 15, 2006. 

The construction of the CFD Facilities will be initially funded by hank loans from Ohio Savings 
Bank and Comerica Bank. See "THE DEVELOPMENT - General Phase l. - and Phase 2" for a 
detailed description of such loans. The costs of the CFD Facilities arc subject to reimbursement from 
Bond proceeds, to the extent available. The City is not obligated to pay for the CFD Facilities except 
from amounts on deposit in the Improvement Fund. The City makes no warranty, express or implied, that 
the proceeds of the Bonds deposited and held in the Improvement Fund, and any investment earnings 
thereon, will be sufficient to pay for the CFD Facilities. 
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The following table summarizes the estimated cost of the CFO Facilities that are expected to be 
financed out of the proceeds of the Bonds, the amount of such costs incurred by the Developer as of 
October I, 2006 and the amount of costs remaining. 

TABLE 12 
COMMUNITY FACILITIES DISTRICT NO. 2006-1 

(MORAGA OF MERCED) 
OJ<' THE CITY OF MERCED 

EXPECTED CFD FACILITIES 

Yosemite Avenue hnprovemcnts 
Water Improvements 

Sewer Lift Station & Force Main 
Storm Drainage Improvements 

Traffic Signals 

Totals 

Source: The Deve!of}er 

$3,209,633 
412,467 
751,586 
328,276 
178 342 

$4.880.304 

$1,839,508 
371.220 
375.793 
295.448 

17 834 

$2.899.803 

$1,370,125 
41,247 

375,793 
32,828 

160 508 

$1.980.501 

There are additional CFO Facilities that are eligible to be financed and that may be financed out 
of the proceeds of the Bonds in addition to, or in lieu of, those described in the table above. 

As of October I, 2006, the construction of the backbone and in-tract Public Facilities for Phase I 
is 80% complete and is expected to be finished by December 15, 2006. Portions of the backbone Public 
Facilities for Phase 2 were completed along with Phase I backbone. Some of the Public Facilities for 
Phase 1 benefit Phase 2 and such cost has been allocated to and financed by Phase 2 loans. Generally 
construction of in-tract Public Facilities for Phase 2 has not yet begun. As of October 1, 2006, the 
Developer had expended approximately $8,390,666 for the mass grading for Phase I and major backbone 
Public Facilities for the District. Initial funding for the work completed by the Developer has been 
provided by bank loans with Ohio Savings Bank and Comerica Banks. See "THE DEVELOPMENT -
General - Phase I, - and Phase 2" for a detailed description of such loans. 

The Developer 

Ownership Structure. The landowner of the property within the District is Lakemont L WH, 
LLC ("LWH"), a single-purpose limited liability company formed in 2003. LWH is owned 45% by 
Lakemont Homes, Inc. ("LHI"), 5% by Dr. Larry & Sherri Shemen, private investors with a longstanding 
relationship with Lakemont Companies (as defined hereinafter) and 50% by LWH Farms, LLC ("LWH 
Farms"). LWH Farms is owned by the former landowners of the property. LHI acts as the managing 
member of the Developer and is responsible for the day-to-day management of the Moraga of Merced 
project. 

LHI is one of five operating companies solely owned by the Lakemont Partners (as defined 
below), which also include Lakemont Homes Nevada, Inc., Lakemont Management, Inc., Lakemont 
Communities, LLC and Lakemont Communities Nevada, LLC (each a "Lakemont Entity" and together 
the "Lakemont Companies"). Each of the Lakemont Partners has the same title and ownership percentage 
in each Lakemont Entity. The "Lakemont Partners" include Edward Johansen, President, with 35% 
ownership, Steve Thinglum, Vice President, Secretary and General Counsel, with 21.67% ownership, 
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Paul H. Eblen, Vice President with 21.67% ownership and Thomas G. Evaneic, Vice Presidenl, CFO, 
with 21.67% ownership. 

I.WH Farms. LL(' is a California limited liability company made up of 17 memhers of the Hunt 
family. the former land owners of the propetty within the District, with Gertrude Hunt having the largest 
share at 25% share. 

Develo11ment Ex11erience. Since 1994, the I .akemont Companies have delivered nearly 3,500 
homes and generated over $900.000,000 in revenue. The Lakemont Companies arc primarily involved in 
the development and sale of residential lots and the construction and sale of residential homes in 
California and Nevada. During fiscal years 2004 and 2005, the Lakemont Companies closed escrow on 
approximately 437 and 306 homes, and the Lakcmont Companies anticipates that it will close escrow on 
approximately 325 homes in fiscal year 2006. Recent single-family developments completed or under 
development in California and Nevada by the L.akcmont Companies include the following: 

Nurnbetof 
Dcvclopinent Locations Dwelling Unit 

L.akemont Village Placerville, CA 113 
Feather Glen Plumas Lakes, CA 398 
Waterstone Rose vi lie, CA 82 
Lakemont Village Roseville, CA 289 
Cypress Point Dayton, NV 173 
Royal Troon Dayton, NV 275 
Sendero Dayton. NV 61 
Shadow Creek Dayton, NV 102 
Silverland Estates Fernley, NV 205 
Estancia Reno, NV 201 
Canyon Pines Reno. NV 303 
Lakemont Village Reno Reno. NV 198 
Granite Ridge Reno. NV 176 
Autumn Trails Sparks, NV 185 
Lakcmont Lcgado Reno, NV 35 

Source: The Developer 

History of Property Tax Payment.<; Loan Defaults; BankruJJtq. The Developer will certify to 
the following representations at closing: 

Neither the Developer or any of their affiliates has ever defaulted to any material extent 
in the payment of special taxes or assessments in connection with the District or any o:hcr community 
facilities districts or assessment districts in California within the past five years. 

• Neither the Developer or any of their affiliates is currently in default on any loans, lines 
of credit or other obligation, the result of which could materially adversely affect the development of 
property in the District. 

The Developer is solvent and no proceedings are pending or, to the actual knowledge of 
the Developer, threatened in which the Developer may be adjudicated as bankrupt or become the debtor 
in a bankruptcy proceeding, or discharged from all of their respective debts or obligations, or granted an 
extension of time to pay their respective debts or a reorganization or readjustment of their respective 
debts. 
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• There is no litigation or administrative proceeding of any nature in which the Developer 
has been served, or to the actual knowledge of the Developer is pending or threatened against the 
Developer, which, if successful, would materially adversely affect the ability of the Developer to 
complete the development and sale of its property within the District, or to pay the Special Taxes or 
ordinary ad valorem property tax obligations when due on its property within the District, or which 
challenges or questions the validity or enforceability of the Bonds, the Fiscal Agent Agreement, the 
Property Owner Continuing Disclosure Agreement or the Bond Purchase Agreement. 

The Developer is not aware of any material failures by it or an affiliate to comply with 
previous continuing disclosure undertakings by them or their affiliates to provide periodic continuing 
disclosure reports or notices or material events in California within the past five years. 

Described below are some of the principal employees of the Developer: 

Edward Johanson has more than 17 years experience in the real estate development business first 
in the land acquisition team for one of the largest multi-family developers in the country, Vanden Berghe 
Financial. In 1987, Mr. Johanson founded Lakemont Companies. As President and Chief Executive 
Officer, Mr. Johanson oversees all aspects of Lakemont Companies, with primary responsibility for all 
real estate development activities for Lakemont's master planned communities and other larger 
developments. Mr. Johanson also oversees project consultants on architectural and product design. He 
received a B.S. in Finance from Syracuse University, a M.B.A. Business from California State University, 
Sacramento and a J.D. from University of the Pacific, McGeorge School of Law. 

Steve A. Thing/um began his professional career as a Certified Public Accountant with the 
accounting firm of Touche Ross & Co. In 1987, Mr. Thinglum co-founded Lakemont Companies. As 
Vice President, he now teams with Mr. Johanson in Lakemont Companies' land acquisition and real 
estate development. He is general legal counsel for Lakemont Companies. He also holds real estate 
brokers licenses in both California and Nevada and is the designated broker for Lakemont Management, 
Inc. in California and Lakemont Homes Nevada, Inc. in Nevada. He received a B.S. in Accounting from 
California State University, Sacramento and a J.D. from University of the Pacific, McGeorge School of 
Law. 

Thomas G. Evancic began his professional career as a Certified Public Accountant with Peat, 
Marwick, Mitchell & Co. He then became assistant controller for Marsh & McLennan Companies, Inc., a 
New York-based, publicly traded financial services company. In 1990, Mr. Evancie joined Lakemont 
Companies as its Chief Financial Officer, with responsibility for all financial and administrative matters. 
He received a B.S. in Accounting from Syracuse University. 

Paul E. Eblen began his professional career in the construction business in 1977 and would later 
form a family owned residential construction company. In 1987, Mr. Eblen co-founded Lakemont 
Companies. As Vice President for Lakeman\ and being a licensed general contractor in both California 
and Nevada, Mr. Eblen's initial role within the organization was actively managing the homebuilding 
operations. As the Lakemont Companies evolved, Mr. Eblen delegated his initial duties to the Division 
Presidents and now provides executive leadership and critical decision making for the Homebuilding and 
Communities Divisions. 

Thomas W: Bors started his career in the heavy civil construction industry and spent more than l O 
years managing a wide array of projects and people in varying capacities. Before he started with 
Lakemont Homes as the Director of Land Development he held the position of Field Operations Manager 
for Teichert Construction. After several years as the Director of Land Development, Mr. Bors moved to 
the Vice President of Operations position. Mr. Bors is now the President of Lakemont's Northern 
California Division responsible for all phases of Northern California based operations. I le received a B.S. 
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in Civil Engineering from California State University Polytechnic University, San Luis Obispo and is a 
Registered Professional Engineer by the State of California. 

Steven Fordbrings 30 years of real estate development, home building and commercial and retail 
development experience to Lakcmont Homes to assist and direct the company's expansion into 
specialized senior communities as well as to lead the planning and development efforts c.f master planned 
communities. Prior to joining Lakcmont, Mr. Ford was the manager of the 1,750 acre, 3,500 home 
Empire Ranch in Folsom, California. lie also has been a pmincr in Friedman Homes, ~;pinnaker Homes 
and Continental lleritage Properties, developing and building residential and retail projects throughout 
California and Nevada. During nearly 12 years with Standard Pacific Corp. and more than 8 years with 
The William Lyon Company. he managed the development of several master planned communities 
encompassing more than 20,000 acres in cities throughout southern Califrm1ia, including 35,000 homes 
and apartments, nearly 4,000,0000 square feet of retail development and more than 20,000,000 square 
feet of commercial and industrial development. Throughout his career, Mr. Ford has created many 
public/private coalitions to finance, develop and manage mixed use planned communities and residential 
projects. 

There is no assurance that arnuunts ncccssa,:r lo Jinancc the rc,nainin,g in-tract ,:levelo1nnent and 
ho,ne con,vtruction costs irithin this area lrill be a\'ailahlefcrom the DeveloJJer, or any other ,1;ource. 1rhen 
needed The Developer, including their lenders and affiliates, are under 110 legal oblig,1lio11 ol aov kind 
to npend fimds for !he development ol the propertv within the District. Anr internal fimding hy the 
Developer, or any o(their affiliated entities. whether lo/und costs o(development within the District or to 
/JaJ' SJJecial taxes. is entire(v volunta1:r. 

Absorption Study 

A "Market Feasihility Study" dated October 2006 (the "Absorption Study") has heen conducted 
by The Gregory Group, Folsom, California, at the request of the City in connection with the issuance of 
the Bonds. According to the Absorption Study, with respect to the 520 units to he huilt and transforrcd to 
final end users, the expected rate of absorption increases over time as the demand for housing in the 
market strengthens, and the pattern 1s as follows: 

[ Balance o( page intentional(v left blank.] 
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3 
4 

Total 

2 
7 

11 

'· ; :N<lliliDo~: ~ : 
2 
3 

Total 

2 
3 
4 

Total 

TABLE 13 
COMMUNITY FACILITIES DISTRICT NO. 2006-1 

(MORAGA OF MERCED) 

'lQ 
7 
7 
7 

21 

7 
7 

21 

OF THE CITY OF MERCED 

21 

ABSORPTION STUDY 

7 
7 

21 

7 
7 

21 

7 
7 

21 

7 
7 

21 

7 
7 

21 

7 
7 

21 

7 
7 

21 

7 
7 

21 

2(11)'} 

2Q 3 4Q lQ 
7 7 7 7 

7 7 7 7 7 7 7 7 7 

7 7 7 7 7 7 7 7 4 
·--

21 21 21 21 21 21 21 21 21 18 
-

• · c< ·c;o• ""l':Wl3 2014 •. 
:; ·1.i: :; ; 12· .: ::~a; 3Q ._4=Q'---=-1Q.c,.._~1=Q;~· •.• 

2012 
lQ 2Q 3Q 

7 7 7 7 7 7 7 7 2 0 
7 7 7 2 0 0 0 0 0 0 
0 0 0 o o o ._o ___ o:____.c:.o __ .c:.o_ 

14 14 14 9 7 7 7 7 2 0 

Source: The Grego,y GroUJJ 

7 
7 

21 

7 
0 

14 

For further information regarding the Ahsorption Study, its assumptions and conclusions, see 
"APPENDIX E- MARKET ABSORPTION STUDY SUMMARY AND CONCLUSIONS" 

SPECIAL RISK I<'ACTORS 

The fiJ/lowing is a discussion of certain risk factors which should be considered, in addition to 
other matters setforth herein, in evaluating the investment qualitv of the Bondi·. This discussion does not 
pw1,ort to be comprehensive or definitive. The occurrence of one or more a/the events discussed herein 
could adverselv affect the abilitv or willingness of property owners in the District to pay their Special 
Taxes when due. Such failures to pay Special Taxes could result in the inabilitv of the District to make 
full and punclllal payments of debt service on the Bond~. In addition, the occurrence of one or more o/ 
the events discussed herein could adversely affect the value of the propertv in the District. 

Concentration of Ownership 

The Developer currently owns all of the land in the DistrieL As buildout and market absorption 
continues within the District, property ownership within the District can he expected to become 
diversified. Lack of diversity of ownership presents a risk to Bondowners, in that failure of a large 
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taxpayer within the District to pay Special Taxes when due could result in the depletion of the R;,servc 
Fund prior to the replenishment thereof from moneys realized upon resale of property from foreclos.ure or 
otherwise, or delinquency redemptions after a foreclosure sale. 

Risks of Real Estate Secured Investments Generally 

The Bondowners will be subject to the risks generally incident to an investment secured by real 
estate, including, without limitation, (i) adverse changes in local market conditions, such as changes in the 
market value of real property in the vicinity of the District, the supply of or demand for competitive 
propetties in such area, and the market value of commercial and industrial buildings and/or sites in the 
event of sale or foreclosure, (ii) changes in real estate tax rate and other operating expenses, government 
rules (including, without limitation, zoning laws and restrictions relating to threatened and endangered 
species) and fiscal policies and (iii) natural disasters (including, without limitation, earthquakes and 
floods), which may result in uninsured losses. 

Land Development Costs 

The cost of additional improvements plus the public and private in-tract, on-,.ile and e·ff-sitc 
improvements would likely increase the public and private debt secured by the land within the District. 
See "SECURITY FOR THE BONDS - Direct and Overlapping Debt." This increased debt could reduce 
the ability or desire of the property owners to pay the annual Special Taxes levied agair st the property. 
Sec "SECURITY FOR THE BONDS The Special Taxes" and "SECURITY FOR -~I-IE BONDS 
Appraisal." In that event there could be a default ,n the payment of principal oC and interest on, the 
Bonds. 

Future Land Use Regulations and Growth Control Initiatives 

In the past, citizens of a number of local communities in California, including citizens of the 
County of Riverside, the County of Orange and the County of San Diego, have placed measures on the 
ballot dcsie,med to control the rate of future growth in those areas. It is possible that future initiatives 
could be enacted and become applicable to the development proposed to be conducted within the District 
and could, if applied retroactively, negatively impact the ability of developers to complete the proposed 
planned development. The Bondowners should assume that any event that impacts the ability to develop 
land in the District could cause the land values within the District to decrease and could affect the 
willingness and ability of the owners of land within the District to pay the Special Taxes when due. Sec 
"SECURITY FOR TIIE BONDS Appraisal." 

In evaluating the investment quality of the Bonds, investors should assume that the possible 
enactment of more restrictive land use regulations by the City, or by voter initiative presents a substantial 
risk to the timely construction and completion of development, except with respect to units for which 
building permits have already been issued and substantial work and liabilities have been i1curred in good 
faith reliance thereon prior to the date of adoption of any such land use regulations, 

The failure to complete the Moraga of Merced planned development as planned, or substantial 
delays in the completion of such development, due to litigation or other causes may reduce the value of 
the property within the District, and will increase the amount of Special Taxes to be paid by the owners of 
undeveloped property and may affect the willingness and ability of the owners of land within the District 
to pay the Special Taxes when due. Depending on the nature of the planned developmeut eventually 
approved and completed, the value of the land within the District may be reduced. See "THE DISTRICT 
- Environmental Review" and "TIIE DEVELOPMENT - General." 

The Moraga of Merced planned development is not subject to a development agreement but is 
sub.1ect to a school mitigation agreement. Sec "THE DEVELOPMENT - School Mitigation Agreement." 
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Failure to Develop Properties 

Land development operations are subject to comprehensive Federal, State and local regulations. 
Approval is required from various agencies in connection with the layout and design of developments, the 
nature and extent of improvements, constrnction activity, land use, zoning, school and health 
requirements, as well as numerous other matters. There is always the possibility that such approvals will 
not be obtained on a timely basis. Failure to obtain any such agency approval or satisfy such 
governmental requirements would adversely affect land development operations. In addition, there is the 
risk that lawsuits challenging the City's approval of the Moraga of Merced planned development will be 
instituted. 

Under current California law, ii is generally accepted that proposed development is not exempt 
from future land use regulations until building permits have been properly issued and substantial work has 
been performed and substantial liabilities have been incurred in good faith reliance on such permits. The 
recording of final maps for Phase I and the existence of vesting tentative maps for Phase 2 has mitigated 
much of this risk. 

Development of certain portions of the land within the District is contingent upon constrnction or 
acquisition of major public improvements such as arterial streets, water distribution facilities, sewage 
collection and transmission facilities, gas, telephone and electrical facilities, as well as local in-tract 
improvements including site grading. While certain of these improvements have been or are expected to 
be constructed with proceeds of the Bonds, there can be no assurance that all of these improvements will 
be constrncted. The cost of these public and private in-tract and off-site improvements could increase the 
public and private debt for which the land within the District provides security. This increased debt could 
reduce the willingness and/or ability of the property owners to pay the annual Special Taxes levied 
against their property. 

In addition, there is the risk that future governmental restrictions, including but not limited to, 
governmental policies restricting or controlling development within the District will be enacted. The 
Moraga of Merced planned development is not subject to a development agreement but has recorded final 
maps for Phase I and vesting tentative maps for Phase 2. The Development may be insulated due to such 
maps from future initiatives approved by the voters or regulations adopted by the City in which more 
restrictions and requirements on development within the District could be imposed pursuant to such 
initiatives or regulations. See "SPECIAL RISK FACTORS -- Future Land Use Regulations and Growth 
Control Initiatives" above. 

Moreover. there can be no assurance that the means and incentive to conduct land development 
operations within the District will not be adversely affected by a future deterioration of the real estate 
market and economic conditions of future local. State and federal governmental policies relating to real 
estate development, the income tax treatment of real property ownership, or the national economy. A 
slowdown of the development process and the absorption rate could adversely affect land values and 
reduce the ability or desire of the property owners to pay the annual Special Taxes. In that event, there 
could be a default in the payment of principal of, and interest on, the Bonds. 

Another risk to the Bondowners involves the value of undeveloped property. The inability or 
failure to develop property due to adverse regulatory or economic conditions may reduce the value of 
undeveloped property. The undeveloped property also provides less security to the Bondowners should it 
be necessary for the District to foreclose on undeveloped property due to the nonpayment of the Special 
Taxes. Fmthermore, an inability to develop the land within the District as currently proposed will likely 
reduce the diversity of ownership of land within the District. making the Bondowners more dependent 
upon timely payment of the Special Tax levied on the undeveloped property. Because of the current 
concentration of ownership of the undeveloped property in the District, the timely payment of the Bonds 
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depends upon the willingness and ability of the present owners of the undeveloped pro1erty to pay the 
Special Taxes levied on the undeveloped property when due. Sec "SPECIAL RISK FACTORS -
Concentration of Ownership" above. A slowdown or stoppage in the continued development of the 
District could reduce the willingness and ability of such owners to make Special Tax payments on 
undeveloped property, and could greatly reduce the value of such property in the event it has to be 
foreclosed upon. 

Disclosure to Future Homebuyers 

Pursuant to Section 53328.3 of the Act. the District has recorded a Notice of Special Tax Lien in 
the Office of the Merced County Recorder. The sellers of property within the District arc required to give 
prospective buyers a Notice of Special Tax in accordance with Sections 53340.2 and 53341.5 of the Act. 
While title companies normally refer to the Notice of Special Tax Lien in title reports, there can be no 
guarantee that such reference \vill he made or the seller's notice given or, if made and given, that a 
prospective purchaser or lender will consider such Special Tax obligation in the purchase of a home or 
commercial facility or the lending of money thereon. Failure to disclose the existence of the Special 
Taxes may affect the willingness and ability of foture owners of land within the District to pay the Special 
Taxes when due. 

Parity Taxes and Special Assessments 

The Special Taxes and any penalties thereon will constitute a lien against the lots and parcels of 
land on which they will be annually imposed until they are paid. Such lien is on a parity with all special 
taxes and special assessments levied by other agencies and is coequal to and independe11t of the lien for 
general property taxes regardless of when they arc imposed upon the same property. The Special Taxes 
have priority over all existing and future private liens imposed on the property, except possibly, for liens 
or security interests held by the Federal Deposit Insurance Corporation. Sec "SPECIAL RISK 
FACTORS- Property Controlled by FDIC." 

The District, however, has no control over the ability of other entities and districts to issue 
indebtedness secured by special taxes or assessments payable from all or a portion of the property 
within the District. In addition, the landowners within the District may, without the cons,mt or 
knowledge of the District, petition other public agencies to issue public indebtedness secured by 
special ta~es or assessments. Any such special taxes or assessments may have a lien on such 
property on a parity with the Special Taxes. 

The properties within the District are currently subject to special taxes levied annually for 
Community Facilities Oistrict No. 2006-1 of the East Merced County Public Facilities Financing 
Authority ("EMCPFFA") and Community Facilities District No. 2003-2 (Services) of the City of 
Merced ("'Services CFO"). Currently, the additional community facilities district maximum annual 
special tax per single family unit for schools is $610 for neighborhood 2, $722 for ueighborhood 3 
and $863 for neighborhood 4 assuming an ad valorem tax freeze. The special tax for the Services 
CFD is $776.44 per residential unit for the 2006-07 fiscal year. This special tax contains an annual 
escalator. See '"SECURITY FOR THE BONDS - Direct and Overlapping Debt." 

Appraised Value; Land Value 

The value ofland within the District is an important factor in evaluating the inveslmcnt quality of 
the Bonds. In the event that a property owner defaults in the payment or Special Tax installments, the 
District's only remedy is to judicially foreclose on that property. Prospective purchasers of the Bonds 
should not assume that the property within the District could be sold for the assessed or appraised value 
described in the Official Statement at a foreclosure sale for delinquent Special Tax installments or for an 
amount adequate to pay delinquent Special Tax installments. Reductions in property values within the 
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District due to a downturn in the economy or the real estate market, events such as earthquakes. droughts, 
or floods, stricter land use regulations, threatened or endangered species or other events may adversely 
impact the security underlying the Special Taxes. 

The property values set forth in the various tables herein are the property values determined by 
the Appraiser. The Appraisal was prepared for the purpose of estimating and confirming the minimum 
market value of the property in the District as of October 31, 2006 in its as is condition on the basis of 
certain assumptions. Prospective purchasers of the Bonds should not assume, however, that the land 
within the District could be sold for the appraised amount described herein at the present time or at a 
foreclosure sale for delinquent Special Taxes. See the Appraisal included as Appendix D hereto for a 
brief description of the analysis used and assumptions made by the Appraiser. The actual value of the 
property is subject to future events that might render invalid the assumptions relied upon by the Appraiser 
in determining the appraised value. 

The actual market value of the property is subject to future events such as changes in the 
economy, fluctuation of mortgage interest rates and occurrences of certain acts of nature, all of which 
could adversely impact the value of the land in the District which is the security for the Bonds. As 
discussed herein, many factors could adversely affect property values or prevent or delay land 
development within the District. Furthermore, the estimated value to lien ratio of individual parcels may 
vary. No assurance can be given that, should a parcel with delinquent Special Taxes be foreclosed upon 
and sold for the amount of the delinquency, any bid will be received for such property or, if a bid is 
received, that such bid will be sufficient to pay all delinquent Special Taxes. 

Value to Lien Ratios 

Value to lien ratios have traditionally been used in land-secured bond issues as a measure of the 
"collateral" supporting the willingness of property owners to pay their special taxes and assessments (and, 
in effect, their general property taxes as well). The City's Land Secured Financing Policies require that 
the overall district-wide or improvement area-wide value to lien ratio be at least 3.5: I if additional 
security is not provided by the landowner. While the overall value to lien ratio of the District exceeds 
3.5:1, individual parcels may have a value to lien ratio of less than 3.5: I. 

The value to lien ratio is mathematically a fraction, the numerator of which is the value of the 
property (usually a market value as determined by an appraiser) and the denominator of which is the 
"lien" of the assessments or special taxes. A value to lien ratio should not, however, be viewed as a 
guarantee for credit-worthiness. Land values arc more volatile in the early stages of a development, and 
are especially sensitive to economic cycles. A downturn of the economy or other market factors may 
depress land values and hence the value to lien ratios. by increasing risk to investors and lenders, and 
lengthening the absorption period for new development projects. Further, the value to lien ratio cited for 
a bond issue or a district is an average. Individual parcels in a community facilities district may fall 
above or below the average, sometimes even below a 1: 1 ratio. (With a ratio below 1: 1, the land is worth 
less than the debt on it.) If property ownership in a community facilities district is highly concentrated 
during the early stages of development, the delinquency of a major property owner can deplete the bond's 
reserve fund and threaten the timely payment of the debt service, even though the value to lien ratio is 
adequate. Although judicial foreclosure proceedings can be initiated rapidly, the process can take several 
years to complete, and the bankrnptcy courts may impede the foreclosure action. No assurance can be 
given that, should a parcel with delinquent Special Taxes be foreclosed upon and sold for the amount of 
the delinquency, any bid will be received for such property or, if a bid is received, that such bid will be 
sufficient to pay all delinquent Special Taxes. Finally, local agencies may form overlapping community 
facilities districts or assessment districts because they typically do not coordinate their bond issuances. 
Debt issuance by another entity can dilute value to lien ratios. as set forth in the table in the section above 
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entitled "SECURITY FOR TIIE BONDS - Direct and Overlapping Debt." See "SECURITY FOR THE 
BONDS - Estimated Appraised Value to Lien Ratios." 

Insufficiency of Special Taxes 

Under the Rate and Method, the annual amount of Special Tax to be levied on each taxable parcel 
will be based primarily on whether such parcel is developed or not and, for Residential Property on which 
subdivision in which it is located. and for Non-Residential Property on the acreage of the Assessor's 
Parcel. See "APPENDIX A -- RATE AND METHOD OF APPORTIONMENT OF SPECIAL TAXES" 
and "SECURITY FOR THE BONDS - Rate and Method or Apportionment of Special Taxes." 
Accordingly, to the extent property is not developed, collection of the Special Taxes will be dependent on 
the willingness and ability of the owners of Undeveloped Property to pay such Special Taxes when due. 
Sec "SPECIAL RISK FACTORS -- Future Land Use Regulations and Growth Control Initiatives" and"-
Failure to Develop Properties" above for a discussion of the risks associated with undeveloped prop~rty. 

The Act provides that, if any propetty within the District not otherwise exempt from the Special 
Tax is acquired by a public entity through a negotiated transaction, or by a gift or devise, the Special Tax 
will continue to be levied on and enforceable against the public entity that acquired the propcrl.y. In 
addition, the Act provides that, if property sub_1ect to the Special Tax is acquired by a public entity 
through eminent domain proceedings, the obligation to pay the Special Tax with respect to that property 
is to be treated as if it were a special assessment and be paid from the eminent dom2.in award. The 
constitutionality and operation of these provisions of the Act have not been tested in the courts. 
MOREOVER, IF A SGBSTANTIAL PORTION OF LAND WITHIN THE DISTRICT BECAME 
EXEMPT FROM THE SPECIAL TAX BECAUSE OF PUBLIC OWNERSHIP, OR OTHERWISE. THE 
MAXIMUM SPECIAL TAX WHICH COULD BE LEVIED UPON THE REMAINING ACREAGE 
MIGHT NOT BE SUFFICIENT TO PAY PRINCIPAL OF AND INTEREST ON THE BONDS WHEN 
DUE AND A DEFAULT COULD OCCUR WITH RESPECT TO THE PAYME'JT OF SUCH 
PRINCIPAL AND INTEREST. 

Furthermore, Administrative Expenses are paid by the District prior to the payment of debt 
service on the Bonds. Incurrence of higher than budgeted Administrative Expenses may have an adverse 
impact on the ability of the District to make debt service on the Bonds. 

Tax Delinquencies 

Under provisions of the Act, the Special Taxes, from which funds necessary for the payment of 
principal of, and interest on, the Bonds arc derived, will be billed to the properties within the District on 
the regular property tax bills sent to owners of such properties. Such Special Tax installments are due and 
payahle, and bear the same penalties and interest for non-payment, as do regular property tax installments. 
Special Tax installment payments cannot he made to the County Tax Collector separately from property 
tax payments. Therefore, the unwillini,'1!ess or inability or a property owner to pay regular property tax 
hills as evidenced by property tax delinquencies may also indicate an unwillingness or inability to make 
regular property tax payments and Special Tax installment payments in the future. 

See "SECURITY FOR THE BONDS - Reserve Fund" and "SECURITY FOR THE BONDS -
Covenant for Superior Court Foreclosure," for a discussion of the provisions which apply, and procedures 
which the District is obligated to follow under the Fiscal Agent Agreement, in the event o:0 delinquency in 
the payment of Special Tax installments. 

Future Indebtedness 

At the present time part of the land within the District has been partially improved, and a 
substantial portion of the land has not been improved. The cost of any additional improvements may well 
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increase the public and private debt for which the land in the District provide security, and such increased 
debt could reduce the ability or desire of property owners to pay the Special Taxes levied against the land 
in the District ln addition, in the event any additional improvements or fees arc financed pursuant lo the 
establishment of an assessment district or another district formed pursuant to the Act, any taxes or 
assessments levied to finance such improvements way have a lien on a parity with the lien of the Special 
Taxes. See "SECURITY FOR THE BONDS - Direct and Overlapping Debt" 

Natural Disasters 

The District, like all California communities, may be subject to unpredictable seismic activity, 
fires due to the vegetation and topography, or flooding in the event of significant rainfall. The occurrence 
of seismic activity, fires or flooding in or around the District could result in substantial damage to 
properties in the District, which, in turn, could substantially reduce the value of such properties. As a 
result of the occurrence of such an event, a substantial portion of the property owners may be unable or 
unwilling to pay the Special Taxes when due, and the reserve fund for the Bonds may become depleted. 
In addition, the value of land in the District could be diminished in the aftermath of such natural events, 
reducing the resulting proceeds of foreclosure sales in the event of delinquencies in the payment of the 
Special Taxes. 

Endangered and Threatened Species 

On a regular basis, new species arc proposed to be added to the State and federal protected 
species lists. Any action by the State or federal governments to protect species located on or adjacent to 
the property within the District could negatively affect the developers' ability to complete the 
development of the properties within the District as planned. This, in tum, could reduce the ability or 
willingness of the property owners to pay the Special Taxes when due and would likely reduce the value 
of the land and the potential revenues available at a foreclosure sale for delinquent Special Taxes. 

Hazardous Substances 

A serious risk in terms of the potential reduction in the value of a parcel within the District is a 
claim with regard to a hazardous substance. In general, the owners and operators of a parcel within the 
District may be required by law to remedy conditions of such parcel relating to release or threatened 
releases of hazardous substances. The federal Comprehensive Environmental Response, Compensation 
and Liability Act of 1980, sometimes referred to as "CERCLA" or the "Superfund Act," is the most well 
known and widely applicable of these laws, but California laws with regard to hazardous substances are 
also similarly stringent Under many of these laws, the owner or operator is obligated to remedy a 
hazardous substance condition of the property whether or not the owner or operator had any1hing to do 
with creating or handling the hazardous substance. The effect, therefore, should any of the parcels within 
the District be affected by a hazardous substance, will be to reduce the marketability and value of such 
parcel by the costs of remedying the condition, because the prospective purchaser, upon becoming the 
owner, will become obl,gated to remedy the condition just as the seller is. 

Further it is possible that liabilities may arise in the future with respect to any of the parcels 
resulting from the current existence on the parcel of a substance currently classified as hazardous but 
which has not been released or the release of which is not presently threatened, or may arise in the future 
resulting from the current existence on the parcel of a substance not presently classified as hazardous but 
which may in the future be so classified. Further, such liabilities may arise not simply from the existence 
of a hazardous substance but from the method in which it is handled. All of these possibilities could 
significantly affect the value of a parcel within the District that is realizable upon a delinquency. 

Neither the City nor the District has knowledge of any hazardous substances being located on the 
property within the District 

44 



Bankruptcy and Foreclosure 

The payment of property owners' taxes and the ability of the District to foreclose the lien of a 
delinquent unpaid Special Tax pursuant to its covenant to pursue judicial foreclosure proci:edings, may be 
limited by bankruptcy, insolvency or other laws generally affecting creditors' rights or by the laws of the 
State relating to judicial foreclosure. Sec ''SECURITY FOR THE BONDS - Covenant for Superior Court 
Foreclosure." In addition, the prosecution of a foreclosure could be delayed due to many reasons, 
including crowded local court calendars or lengthy procedural delays. 

The various legal opinions to be delivered concurrently with the delivery of the Bonds (including 
Bond Counsel's approving legal opinion) will be qualified, as to the enforceability of the various legal 
instruments, by moratorium. bankruptcy. reorganization. insolvency or other similar laws affecting the 
rigbts of creditors generally. 

In addition. bankruptcy of a property owner (or a property owner's partner or equity owner) 
would likely result in a delay in procuring Superior Court foreclosure proceedings unless the bankruptcy 
court consented to permit such foreclosure action lo proceed. Such delay would increase the likelih,.>od of 
a delay or default in payment of the principal oL and interest on, the Bonds and the possibiiity of 
delinquent tax installments not being paid in full. 

Under 11 U.S.C. Section 362(b)( 18). in the event of a bankruptcy petition filed on or after 
October 22, 1994, the lien for ad valorem taxes in subsequent fiscal years will attach even if the property 
,s part of the bankruptcy estate. Bondowners should be aware that the potential effect of 11 U.S.C. 
Section 362(b )( 18) on the Special Taxes depends upon whether a court were to determine that the ~pecial 
Taxes should be treated like ad valorcrn taxes for this purpose. 

On July 30, 1992. the United States Court of Appeals for the Ninth Circuit issued its opmion in a 
bankruptcy case entitled In re Glas_p_ly Marine Industries. In that case, the court held that ad ndorem 
property taxes levied by Snohomish County in the State of Washington alter the date that the property 
owner filed a petition for bankruptcy were not entitled to priority over a secured creditor with a prior lien 
on the property. Although the court upheld the priority of unpaid taxes imposed he fore the bankruptcy 
petition, unpaid laxes imposed atier the filing of the bankruptcy petition were declared to be 
"administrative expenses" of the bankruptcy estate, payable atler all secured creditors. As a result, the 
secured creditor was ahlc to foreclose on the property and retain all the proceeds of the sale except the 
amount of the pre-petition taxes. 

According to the court's ruling, as admmistrativc expenses, post petition taxes would be paid, 
assuming that the debtor had sufficient assets to do so. In certain circumstances, payment of such 
administrative expenses may be allowed to be deferred. Once the property is transferred out of the 
bankruptcy estate (through foreclosure or otherwise), it would at that time become subject to current ad 
valorem taxes. 

The Act provides that the Special Taxes arc secured by a continuing lien which is subject to the 
same lien priority in the case of delinquency as ad valorem taxes. No case law exists with respect to how 
a bankruptcy court would treat the lien for Special Taxes levied after the filing of a petition in bankruptcy. 
Glasply is controlling precedent on bankruptcy courts in the State. If the Glasply precedent was applied 
to the levy of the Special Taxes, the amount of Special Taxes received from parcels whose owners dlcclare 
bankruptcy could be reduced. 

Property Controlled by FDIC 

The District's ability to collect interest and penalties specified by State law and to foreclose the 
lien of delinquent Special Tax payments may be limited in certain respects with regard lo properties in 
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which the Internal Revenue Service, the Drug Enforcement Agency, the Federal Deposit Insurance 
Corporation (the "FDIC") or other similar federal agencies has or obtains an interest. The District is not 
aware of any such interest of a federal agency in the land within the District. On June 4, 1991 the FDIC 
issued a Statement of Policy Regarding the Payment of State and Local Real Property Taxes. The 1991 
Policy Statement was revised and superseded by a new Policy Statement effective January 9, 1997 (the 
"Policy Statement"). The Policy Statement provides that real property owned by the FDIC is subject to 
state and local real property taxes only if those taxes arc assessed according to the property's value, and 
that the FDIC is immune from real property taxes assessed on any basis other than property value. 
According to the Policy Statement, the FDIC will pay its proper tax obligations when they become due 
and payable and will pay claims for delinquent property taxes as promptly as is consistent with sound 
business practice arid the orderly administration of the institution's affairs, unless abandonment of the 
FDIC's interest in the property is appropriate. The FDIC will pay claims for interest on delinquent 
property taxes owed at the rate provided under state law, to the extent the interest payment obligation is 
secured by a valid lien. The FDIC will not pay any amounts in the nature of fines or penalties and will 
not pay nor recognize liens for such amounts. If any property taxes (including interest) on FDIC owned 
property are secured by a valid lien (in effect before the property became owned by the FDIC), the FDIC 
will pay those claims. The Policy Statement further provides that no property of the FDIC is subject to 
levy, attachment, garnishment, foreclosw-e or sale without the FDIC's consent. In addition, the FDIC will 
not permit a lien or security interest held by the FDIC to be eliminated by foreclosure without the FDIC's 
consent. 

The Policy Statement states that the FDIC generally will not pay non ad valorcm taxes, including 
special assessments, on property in which it has a fee interest unless the amount of tax is fixed at the time 
that the FDIC acquires its fee interest in the property, nor will it recognize the validity of any lien to the 
extent it purports to secure the payment of any such amounts. Special taxes imposed under the Act and a 
special tax formula which determines the special tax due each year, are specifically identified in the 
Policy Statement as being imposed each year and therefore covered by the FDIC's federal immunity. 

The FDIC has filed claims against one California county in United States Bankruptcy Court 
contending, among other things, that special taxes authorized under the Act are not ad valorem taxes and 
therefore not payable by the FDIC, and seeking a refund of any special taxes previously paid by the 
FDIC. The FDIC is also seeking a ruling that special taxes may not be imposed on properties while they 
arc in FDIC receivership. The Bankruptcy Court ruled in favor of the FDIC's positions and, on August 
28, 2001, the United States Court of Appeals for the Ninth Circuit affirmed the decision of the 
Bankruptcy Court, holding that the FDIC, as an entity of the federal government, is exempt from post
rcceivership special taxes levied under the Act. This is consistent with provision in the Law that the 
federal government is exempt from special taxes. 

The District is unable to predict what effect the application of the Policy Statement would have in 
the event of a delinquency with respect to a parcel in which the FDIC has an interest, although prohibiting 
the lien of the FDIC to be foreclosed on at a judicial foreclosure sale would likely reduce the number of or 
eliminate the persons willing to purchase such a parcel at a foreclosure sale. Owners of the Bonds should 
assume that the District will be unable to foreclose on any parcel owned by the FDIC. Such an outcome 
would cause a dra\\· on the Reserve Fund and perhaps, ultimately, a default in payment of the Bonds. The 
District has not undertaken to determine whether the FDIC or any FDIC-insured lending institution 
currently has, or is likely to acquire, any interest in any of the parcels, and therefore expresses no view 
concerning the likelihood that the risks described above will materialize while the Bonds are outstanding. 

Billing of Special Taxes 

A special tax formula can result in a substantially heavier property tax burden being imposed 
upon properties within a community facilities district than elsewhere in a city or county, and this in turn, 
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along with various other factors, can lead to problems in the collection of the special tax. In some 
community facilities districts, taxpayers have refosed to pay the special tax and have commenced 
litigation challenging the special tax, the community facilities district and the bonds issued by the district. 

Under provisions of the Act. the Special Taxes are billed to the properties withrn the District 
which were entered on the Assessment Roll of the County Assessor by August IO on the regular property 
tax bills sent to owners of such properties. Such Special Tax installments arc due and payable, and bear 
the same penalties and interest for non-payment, as do regular property tax installments. Ordinarily, these 
Special Tax installment payments cannot be made separately from property tax payments. Therefore, the 
unwillingness or inability of a property owner to pay regular property tax bills as evidenced by property 
tax delinquencies may also indicate an unwillingness or inability to make regular property tax payments 
and installment payments of Special Taxes in the future. See "SECURITY FOR THE BONDS -
Covenant for Superior Court Foreclosure,'' for a discussion of the provisions which apply, and procedures 
which the District is obligated to follow. in the event of delinquency in the payment of installments of 
Special Taxes. 

Collection of Special Taxes 

In order to pay debt service on the Bonds, it is necessary that the Special Tax levied against land 
within the District be paid in a timely manner. The District has covenanted in the Fiscal Agent 
Agreement under certain conditions to institute foreclosure proceedings against property with delinquent 
Special Taxes in order to obtain funds to pay debt service on the Bonds. If foreclosure proceedings were 
instituted, any mortgage or deed of trust holder could, but would not be required to, advan:c the amount 
of the delinquent Special Taxes to protect its security interest. In the event such superior court 
foreclosure is necessary, there could be a delay in principal and interest payments to the owners of the 
Bonds pending prosecution of the foreclosure proceedings and receipt of the proceeds of tile foreclosure 
sale, if any. No assurances can be given that the real property subject to foreclosure and sale at a judicial 
foreclosure sale will he sold or, if sold, that the proceeds of such sale will be sufficient to pay any 
delinquent Special Taxes installment. Although the /\ct authorizes the District to cause such an action to 
be commenced and diligently pursued to completion, the Act docs not specify the obligations of the 
District with regard to purchasing or otherwise acquiring any lot or parcel of property sold at the 
foreclosure sale if there is no other purchaser at such sale. See "SECURITY FOR THE BONDS -
Covenant for Superior Court Foreclosure." 

Non-Cash Payments of Special Taxes 

Under the Act, the City Council as the legislative body of the District may reserve to itself the 
right and authority to allow the owner of any taxable parcel to tender a Bond in full or partial payment of 
any installment of the Special Taxes or the interest or penalties thereon. A Bond so tendered is to be 
accepted at par and credit is given for any interest accrncd thereon to the date of tender. Thus. if Bonds 
can be purchased in the secondary market at a discount, it may be to the advantage of an owner of a 
taxable parcel to pay the Special Taxes applicable thereto by tendering a Bond. Such a practice would 
decrease the cash flow available to the District to make payments with respect to other Bonds then 
outstanding; and. unless the practice was limited by the District. the Special Taxes paid in cash could be 
insufficient to pay debt service due with respect to such other Bonds. In order to provide some protection 
against the potential adverse impact on cash flows which might be caused by the tender of Bonds in 
payment of Special Taxes, the Fiscal Agent Agreement includes a covenant pursuant to which the District 
will not authorize owners of taxable parcels to satisfy Special Tax obligations by the tender of Bonds 
unless the District shall have first obtained a report of an Independent Financial Consultant certifying that 
doing so would not result in the District having insufficient Special Tax revenues to pay principal and 
interest on all outstanding Bonds when due. 
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Maximum Special Tax Rates 

Within the limits of the Rate and Method, the District may adjust the Special Taxes levied on all 
property within the District to provide the amount required each year to pay annual debt service and to 
replenish the Reserve Fund to an amount equal to the Reserve Requirement. However, the amount of 
Special Taxes that may be levied against particular categories of property is subject to the maximum tax 
rates set forth in the Rate and Method. In the event of significant Special Tax delinquencies, there is no 
assurance that the maximum tax rates would be sufficient to meet debt service obligations on the Bonds. 
See "SECURITY FOR THE BONDS -- The Special Taxes" and APPENDIX A -- RATE AND 
METHOD OF APPORTIONMENT OF SPECIAL TAXES." 

Exempt Properties 

So long as certain conditions arc met, the Rate and Method provides that the District shall not 
levy a Special Tax on the first (a) 22.49 acres of Public Property and Multifamily Residential Property 
within Tax Zone A, (b) 70.27 acres of Public Property and Multifamily Residential Property within Tax 
Zone B, and ( c) 29.03 acres of Public Property and Multifamily Residential Property within Tax Zone C. 
In addition, the Act provides that properties or entities of the State, federal or local government are 
exempt from the Special Taxes; provided, however, the property within the District acquired by a public 
entity through a negotiated transaction or by gift or devise, which is not otherwise exempt from the 
Special Taxes, will continue to be subject to the Special Taxes. The Act further provides that if property 
subject to the Special Taxes is acquired by a public entity through c1ninent domain proceedings, the 
obligation to pay tbe Special Taxes with respect to that property is to be treated as if it were a special 
assessment. The constitutionality and operation of these provisions of the Act have not been tested. In 
particular, insofar as the Act requires payment of the Special Taxes by a federal entity acquiring property 
within the District, it may be unconstitutional. 

If for any reason property within the District becomes exempt from taxation by reason of its 
status under the Rate and Method, or by reason of its ownership by a nontaxable entity such as the federal 
government or another public agency, subject to the limitation of the maximum authorized rates, the 
Special Taxes will be reallocated to the remaining taxable properties within the District. This would 
result in the owners of such property paying a greater amount of the Special Taxes and could have an 
adverse impact upon the timely payment of the Special Taxes. 

California Constitution Article XIIIC and Article XIIID 

On November 5, 1996, the voters of the State approved Proposition 218, the so-called "Right to 
Vote on Taxes Act." Proposition 218 added Articles XlllC and XIIID to the State Constitution, which 
articles contain a number of provisions affecting the ability of the District to levy and collect both existing 
and future taxes, assessments, fees and charges. According to the "Official Title and Summary" of 
Proposition 218 prepared by the California State Attorney General, Proposition 218 limits the "authority 
of local governments to impose taxes and prope11y-rclated assessments, fees and charges." On July I, 
1997 California State Senate Bill 919 ("SB 919") was signed into law. SB 919 enacted the "Proposition 
218 Omnibus Implementation Act," which implements and clarifies Proposition 218 and prescribes 
specific procedures and parameters for local jurisdictions in complying with Articles XlllC and XlllD. 

Article XlllD of the State Constitution reaffirms that the proceedings for the levy of any Special 
Taxes by the District under the Act must be conducted in conformity with the provisions of Section 4 of 
A1ticle XIIIA. The District has completed its proceedings for the levy of Special Taxes in accordance 
with the provisions of Section 4 of Article XIIIA. Under Section 53358 of the California Government 
Code, any action or proceeding to review, set aside, void, or annul the levy of a special tax or an increase 
in a Special Tax (including any constitutional challenge) must be commenced within 30 days after the 
Special Tax is approved by the voters. 
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Article XIIIC removes certain limitations on the initiative power in matters of local taxes, 
assessments, fees and charges. The Act provides for a procedure, which includes notice, hearing, protest 
and voting requirements. to alter the rate and method of apportionment of an existing special tax. 
I lowever, the Act prohibits a legislative body from adopting a resolution to reduce the ·:ate of any special 
tax if the proceeds of that tax are being utilized to retire any debt incurred pursuant to the Act unless such 
legislative body determines that the reduction of that tax would not interfere with the timely retirement of 
that debt. Although the matter is not free from doubt, it is likely that exercise by the voters of the 
initiative power referred lo in Article XlllC to reduce or terminate the Special Tax is subject to the same 
restrictions as are applicable to the City Council, as the legislative body of the District, pursuant to the 
Act. Accordingly, although the matter is not free from doubt, it is likely that Proposition 218 has not 
conferred on the voters the power to repeal or reduce the Special Taxes if such repeal or reduction would 
interfere with the timely retirement of the Bonds. 

It may be possible, however, for voters or the City Council, acting as the legislative body of the 
District, to reduce the Special Taxes in a manner which docs not interfere with the timely repayment of 
the Bonds, but which does reduce the maximum amount of Special Taxes that may be levied in any year 
below the existing levels. Furthermore. no assurance can be given with respect to the future le,y of the 
Special Taxes in amounts greater than the amount necessary for the timely retirement of the Bonds. 

Proposition 218 and the implementing legislation have yet to be extensively interpreted by the 
courts: however, the California Cmnt of Appeal in April 1998 upheld the constitutionality of Proposition 
2!R's balloting procedures as a condition to the validity and collectibility of local governmental 
assessments. A number of validation actions for and challenges to various local governmental taxes, fees 
and assessments have been filed in Superior Court throughout the State, which could rtsult in additional 
interpretations of Proposition 218. The interpretation and application of Proposition 218 will ultimately 
be detennincd by the courts with respect to a number of the matters discussed above, and the outcome of 
such determination cannot be predicted at this time with any certainty. 

Ballot Initiatives and Legislative Measures 

Proposition 218 was adopted pursuant to a measure qualified for the ballot pur:mant to 
California's constitutional initiative process, and the State Legislature has in the past enacted legislation 
which has altered the spending limitations or established minimum funding provisi,)ns for particular 
activities. From time to time, other initiative measures could be adopted by California \Joters or 
legislation enacted by the Legislature. The adoption of any such initiative or legishtion might place 
limitations on the ability of the State, the District or other local districts to increase revenues or to 
increase appropriations or on the ability of a landowner to complete the development of property. See 
"SPECIAL RISK FACTORS -- Future Land Use Regulations and Growth Control Initiatives" above. 

Adjustable Rate Mortgages 

Since 2003, many persons have financed the purchase of new homes using loa:1s with adjustable 
interest rates and start low and are subject to being reset at higher rates on a specific<' date or upon the 
occurrence of specified conditions. Some of these loans allow the borrower to pay ir.terest only for an 
initial period. In the opinion of some economists, the significant increase in home prices since 2002 has 
hccn driven in part by the ability of home purchasers to access the adjustable rate loans. These 
economists predict that as interest rates on more conventional loans rise and as the interest rates on 
adjustable loans arc reset (and payments are increased) there will be a decrease in home prices due to the 
fact that fewer borrowers will be able to qualify for adjustable ra1c loans or conventional loans. 

Many borrowers who purchased homes with adjustable rate loans have refinanced before the 
intcrcs1 reset date to obtain loans with fixed interest rates and payments that arc lower than the reset 
interest rates and the resulting payments. However, as interest rates on conventional loans increase 

49 



borrowers will not be able to refinance adjustable rate loans at lower interest rates. Some economists are 
concerned that such a reduction in home prices will result in many existing homeowners having loan 
balances that exceed the value of their homes. 

For the reasons discussed above, homeowners in the District who purchase their homes with 
adjustable rate loans may experience difficulty in making their loan payments and paying the Special 
Taxes levied on their property. This would result in an increase in the Special Tax delinquency rate in the 
District and a possible depletion of the Reserve Fund. If there were significant delinquencies in Special 
Tax collections in the District and the Reserve Fund was depleted, there could be a default in the payment 
of principal of and interest on the Bonds. 

Some economists have also predicted that if housing prices decline, causing many existing 
homeowners to have loan balances in excess of the value of their homes, bankruptcies are likely to 
increase. Bankruptcy by homeowners with delinquent Special Taxes could delay the commencement and 
completion of foreclosure proceedings to collect delinquent Special Taxes. Sec "Tax Delinquencies" and 
"Bankruptcy and Foreclosure." 

Potential Impact of Inflationary Factors 

Increasing home loan interest rates and other inflationary factors, including continued increases in 
gasoline prices, could result in a slow down in the construction and sale of homes in the District and a 
reduction in home sales prices. See also "Adjustable Rate Mortgages" above. Persons who have 
purchased homes in the City may commute long distances to work. Increasing gasoline prices could 
result in less people who commute considering purchasing a home in the District. Increasing home loan 
interest rates could also result in !ewer persons being able to qualify for loans. Either of these factors 
could cause a slowdown in the sale of homes in the District, and could result in reduction in expected 
home sales prices. A slowdown in the sale of homes in the District would increase the Developer's 
carrying costs and reduce its expected profit. A slowdown in homes sales would also delay the 
diversification of property ownership within the District and extend the period of time during which 
District would need to levy Special Taxes on undeveloped property which is owned by the Developer to 
pay debt service on the Bonds. This would forther reduce the Developer's expected profit. These factors, 
or a combination of them, might result in the Developer being unwilling to make timely payment of the 
Special Taxes levied on its property. Sec "Failure to Develop Property." herein. 

No Acceleration 

The Bonds do not contain a provision allowing for their acccleratton in the event of a payment 
default or other default under the terms of the Bonds or the Fiscal Agent A!,'Teemcnt or upon any adverse 
change in the tax status of interest on the Bonds. There is no provision in the Act or the Fiscal Agent 
Agreement for acceleration of the Special Taxes in the event of a payment default by an owner of a parcel 
within the District or otherwise. Sec "APPENDIX C -- SUMMARY OF THE FISCAL AGENT 
AGREEMENT" 

Loss of Tax Exemption 

As discussed under the caption "CONCLUDING INFORMATION - Tax Exemption," in order to 
maintain the exclusion from gross income for federal income tax purposes of the interest on the Bonds, 
the District has covenanted in the Fiscal Agent Agreement not to take any action, or fail to take any 
action, ii' such action or failure to take such action would adversely affect the exclusion from gross 
income of interest on the Bonds under Section I 03 of the Internal Revenue Code of 1986. as amended. 
Interest on the Bonds could become includable in gross income for purposes of Federal income taxation 
retroactive to the date the Bonds were issued, as a result of acts or omissions of the District in violation of 
the Code. Should such an event of taxability occur, the Bonds arc not subject to early redemption and 
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will remain outstanding to maturity or until redeemed under the optional redemption or mandatory 
sinking fund redemption provisions of the Fiscal Agent Agreement. 

Limitations on Remedies 

Remedies available to the Bond Owners may be limited by a variety of factors and may be 
inadequate to assure the timely payment of principal of and interest on the Bonds er to preserve the 
tax-exempt status of the Bonds. Bond Counsel has limited its opinion as to the enforceability of the 
Bonds and of the Fiscal Agent Agreement to the extent that enforceability may be limited by bankruptcy, 
insolvency, reorganization, fraudulent conveyance or transfor, moratorium, or other similar laws affecting 
generally the enforcement of creditor's rights, by equitable principles and by the exercise of judicial 
discretion. Additionally, the Bonds are not subject to acceleration in the event of the breach of any 
covenant or duty under the Fiscal Agent Agreement. The lack of availability of certain remedies or the 
limitation of remedies may entail risks of delay, limitation or modification of the rights of the Bond 
Owners. 

Enforceability of the rights and remedies of the Bond Owners, and the obligations incurred by the 
District, may become subject to the federal bankruptcy code and applicable bankruptcy, insolvency, 
reorga111zation, moratorium, or similar laws relating to or affecting the enforcement o:' creditors rights 
generally, now or hereafter in effect, equity principles which may limit the specific enforcement under 
State law of certain remedies, the exercise by the United Stales of America of the powers delegated to it 
by the Constitution, the reasonable and necessary exercise, in certain exceptional situations, of the police 
powers inherent in the sovereignty of the State and its governmental bodies in the interest of serving a 
significant and legitimate public purpose and the limitations on remedies against joint rowers authorities 
in the State. See "SPECIAL RISK FACTORS - Bankruptcy and Foreclosure." 

Limited Secondary Market 

As stated herein, investment in the Bonds poses certain economic risks which may not be 
appropriate for certain investors, and only persons with substantial financial resources who understand the 
risk of investment in the Bonds should consider such investment. There can be no gmrantee that there 
will be a secondary market for purchase or sale of the Bonds or, if a secondary mark,;t exists, that the 
Bonds can or could be sold for any particular price. No application has been made for a credit rating for 
the Bonds, and it is not known whether a credit rating could be secured either no\\<' or in the future for the 
Bonds. 

CONCLUDING INFORMATION 

Underwriting 

Piper Jaffray & Co. (the "Underwriter") purchased the Bonds at a purchase price of 
$5,735,463.50, representing the principal amount of the Bonds, less an Underwriter's discount of 
$59,976.80, and less a net original issue discount of $44,559.70. The Underwriter intends to offer the 
Bonds to the public initially at the prices set forth on the inside cover page of this Official Statement, 
which prices may subsequently change without any requirement of prior notice. 

The Underwriter reserves the right to join with dealers and other underwriters in offering the 
Bonds to the public. The Underwriter may offer and sell the Bonds to certain dealers (including dealers 
depositing Bonds into investment trusts) at prices lower than the public offering prices, and such dealers 
may rcallow any such discounts on sales to other dealers. 
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Legal Opinion 

The legal opinion of Best Best & Krieger LLP, Riverside, California. approving the validity of 
the Bonds. in substantially the form set forth in APPENDIX F hereto, will be made available to 
purchasers of the Bonds at the time of original delivery. A copy of the legal opinion for the Bonds will be 
provided with each definitive bond. Bond Counsel has not undertaken on behalf of the Owners or the 
Beneficial Owners of the Bonds to review the Official Statement and assumes no responsibility to such 
Owners and Beneficial Owners for the accuracy of the infrmnation contained herein. Certain legal 
mailers will be passed upon for the City and the District by Gregory Diaz, City Attorney and for the 
District and the City by Fulbright & Jaworski LLP .. Los Angeles. California, Disclosure Counsel with 
respect to the issuance of the Bonds. Fees payable to Bond Counsel and Disclosure Counsel arc 
contingent upon successful sale and delivery of the Bonds. 

Tax Exemption 

The Internal Revenue Code of l 986, as amended (the "Code"), imposes certain requirements that 
must be met subsequent to the issuance and delivery of the Bonds for interest thereon to be and remain 
excluded pursuant to section 103(a) of the Code from the gross income of the owners thereof for federal 
income tax purposes. Noncompliance with such requirements could cause the interest on the Bonds to be 
included in the gross income of the owners thereof for federal income tax purposes retroactive to the date 
of issuance of the Bonds. The District has covenanted to maintain the exclusion of the interest on the 
Bonds from the gross income of the owners thereof for federal income tax purposes. 

In the opinion of Best Best & Krieger LLP, Bond Counsel, under existing law. interest on the 
Bonds is exempt from personal income taxes of the State of California and, assuming compliance with the 
aforementioned covenant, interest on the Bonds is excluded pursuant to section I 03(a) of the Code from 
the gross income of the owners thereof for federal income tax purposes. Bond Counsel is also of the 
opinion that, assuming compliance with the aforementioned covenant, the Bonds arc not "specified 
private activity bonds" within the meaning of section 57(a)(5) of the Code and, therefore, the interest on 
the Bonds will not be treated as an item of tax preference for purposes of computing the alternative 
minimum tax imposed by section 55 of the Code. The receipt or accrnal of interest on the Bonds owned 
by a corporation may affect the computation of its alternative minimum taxable income, upon which the 
alternative minimum tax ,s imposed. to the extent that such interest is taken into account in determining 
the adjusted current earnings of that corporation (75 percent of the excess. if any, of such adjusted current 
earnings over the alternative minimum taxable income being an adjustment to alternative minimum 
taxable income ( determined without regard to such adjustment or to the alternative tax net operating loss 
deduction)). 

The excess, if any, of the stated redemption price at maturity of Bonds of a maturity over the 
initial offering price to the public of the Bonds of that maturity set forth on the inside cover of this 
Official Statement is "original issue discount." Such original issue discount accruing on a Bond is treated 
as interest excluded from the gross income of the owner thereof for federal income tax purposes and 
exempt from California personal income tax. Original issue discount on any Bond purchased at such 
initial offering price and pursuant to such initial offering will accrue on a semiannual basis over the term 
of the Bond on the basis of a constant yield method and, within each semiannual period, will accrue on a 
ratable daily basis. The amount of original issue discount on such a Bond accruing during each period is 
added to the adjusted basis of such Bond to determine taxable gain upon disposition (including sale, 
redemption or payment on maturity) of such Bond. The Code includes certain provisions relating to the 
accrual of original issue discount in the case of purchasers of Bonds who purchase such Bonds other than 
at the initial offering price and pursuant to the initial offering. 
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Any person considering purchasing a Bond of a maturity having original issue discount should 
consult his or her own tax advisors with respect to the tax consequences of ownership of Bonds with 
original issue discount. including the treatment of purchasers who do not purchase in the original offering 
and at the original offering price, the allowance of a deduction for any loss on a sale or other disposition, 
and the treatment of accrued original issue discount on such Bonds under federal individual and corporate 
alternative minimum taxes. 

Bcmd Counsel has not undertaken to advise in the future whether any events after the date of 
issuance of the Bonds may affect the tax status of interest on the Bonds or the tax consequences of the 
ownership of the Bonds. No assurance can be given that future legislation, or amendmer.ts to the Code, if 
enacted into law, will not contain provisions that could directly or indirectly reduce f:Je benefit of the 
exemption of interest on the Bonds from personal income taxation by the State of Ca!ifornia or of the 
exclusion of the interest on the Bonds from the gross income of the owners thereof for federal income tax 
purposes. Furthermore. Bond Counsel expresses no opinion as to any federal. slate or local tax law 
consequences with respect to the Bonds, or the interest !hereon, if any action is taken with respect to the 
Bonds or the proceeds thereof predicated or permitted upon the advice or approval of bond counsel if 
such advice or approval is given by counsel other than Bond Counsel. 

Although Bond Counsel is of the opinion that interest on the Bonds is exempt from slate personal 
income lax and excluded from the gross income of the owners thereof for federal income tax purposes, an 
owner's federal. state or local tax liability may be othe1wisc affected by the ownership or disposition of 
the Bonds. The nature and extent of these other tax consequences will depend upon the owner's other 
items of income or deduction. Without limiting the generality of the foregoing, prospect1 ve purchasers of 
the Bonds should be aware that (i) section 265 of the Code denies a deduction for interest on indebtedness 
incurred or continued to purchase or carry the Bonds or, in the case of a financial institution. that portion 
of an owner's interest expense allocated to interest on the Bonds. (ii) with respect to insurance companies 
subject to the tax imposed by section 831 of the Code. section 832(b)(5)(B)(i) reduces the deduction for 
loss reserves by 15 percent of the sum of certain items, including interest on the Bonds, (iii) interest on 
the Bonds earned by certain foreign coq,orations doing business in the United States could be subj,,ct to a 
branch profits tax imposed by section 884 of the Code. (iv) passive investment income, including 1.nterest 
on the Bonds, may be subject to federal income taxation under section 1375 of the Code for Suhchapter S 
corporations that have Subchapter C earnings and profits at the close of the taxable year if greater than 
25% of the gross receipts of such Subchaptcr S corporation is passive investment income. (v) sec lion 86 
of the ('ode requires recipients of certain Social Security and certain Railroad Retirernen: hencfils to take 
into account, in determining the taxability of such benefits, receipts or accruals of interest on the Bonds 
and (v1) under section 32(i) of the Code. receipt of investment income, including interc,t on the Bonds, 
may disqualify the recipient thereof from obtaining the earned income credit. Bond Counsel has 
expressed no opinion regarding any such other tax consequences. 

Bond Counsel's opinion is not a guarantee of a result, but represents its legal judgment based 
upon its review of existing statutes, regulations, published rulings and court decisions and the 
representations and covenants of the City and the District described above. No ruling has been sought 
from the Internal Revenue Service (the "Service") with respect to the matters addressed in the opinion of 
Bond Counsel, and Bond Counsel's opinion is not binding on the Service. The Service has an ongoing 
program of auditing the tax-exempt status of the interest on municipal obligations. If an audit of the 
Bonds is commenced, under current procedures the Service is likely to treat !he District as the "taxpayer," 
and the Owners would have no right to participate in the audit process. In responding to or defending an 
audit of the lax-exempt status or the interest on the Bonds, the District may have different or conflicting 
interest from the Owners. Further, the disclosure of the initiation or an audit may adversely affect the 
market price of the Bonds, regardless of the final disposition of the audit. 
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No Litigation 

A certificate of the District and the City to the effect that no litigation is pending or threatened 
concerning the validity of the Bonds will be furnished to the Underwriter at the time of the original 
delivery of the Bonds. Neither the City nor the District are aware of any litigation pending or threatened 
which questions the existence of the District or contests the authority of the District to levy and collect the 
Special Taxes or which contests the District's authority to issue the Bonds. 

:\'. o Rating on the Bonds 

The Bonds are not rated and the District does not anticipate applying for a rating on the Bonds. 

Miscellaneous 

All of the preceding summaries of the Fiscal Agent Agreement, other applicable legislation, 
agreements and other documents are made subject to the provisions of such documents and do not purport 
to he complete documents of any or all of such provisions. Reference is hereby made to such documents 
on file with the City for further information in connection therewith. 

This Official Statement does not constitute a contract with the purchasers of the Bonds. 

Any statements made in this Olficial Statement involving mailers of opmion or of estimates, 
whether or not so expressly stated, arc set forth as such and not as representations of fact, and no 
representation is made that any of the estimates will be realized. 

The City Council of the City, acting as the legislative hody of the District, has duly authorized the 
City Manager to execute and deliver this Otlicial Statement on behalf of the District. 

COMMUNITY F ACIL!TIES DISTRICT NO. 2006-l 
(MORAGA OF MERCED) OF THE CITY OF MERCED 

By __ ---~/s~/~James G. Marshall 
City Manager 
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EXHIBIT A 

CITY OF MERCED 

COMMUNITY FACILITIES DISTRICT No. 2006-1 

(MORAGA O~' MERCED) 

R4.TE AND METHOD OF APPORTIONMENT OF SPECIAL TAX 

A Special Tax applicable to each Assessor's Parcel in the City of Merced Community Facilities 
District No. 2006-1 (Moraga of Merced) [herein "CFO No. 2006-1 "] shall be levied and 
collected according to the tax liability determined by the City Council, through th~ application of 
the appropriate amount or rate for Taxable Property, as described below. All of the property in 
CFO No. 2006-1, unless exempted by law or by the provisions of Section F below, shall b,: taxed 
for the purposes, to the extent, and in the manner herein provided. 

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 parcel map recorded with the County. 

"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 Government Code of the State of 
California. 

"Administrative Expenses" means the actual or reasonably estimated costs dir,~ctly related to 
the administration of the CFD including, but not limited to, the following: the costs of 
computing the Special Taxes and preparing the annual Special Tax collection schedules (whether 
by the CFO or the City, or designce thereof, or both); the costs of collecting the Special Taxes 
(whether by the County, the CFD or the City, or otherwise); the costs of remitting the Special 
Taxes to the trustee; the costs of the trustee (including legal counsel) in the discharge of the 
duties required of it under the indenture; the costs to the City, the CFD, or any d,~signce thereof 
of complying with arbitrage rebate requirements; the costs to the City, the CFD, or any designce 
thereof of providing continning disclosure; the costs associated with preparing Special Tax 
disclosure statements and responding to public inquiries regarding the Special Taxes; the costs of 
the City, the CFD, or any designee thereof related to any appeal of the levy or application of the 
Special Tax; the costs associated with the release of funds from an escrow account, if any. 
Administrative Expenses shall also include amounts estimated or advanced by the City or CFD 
for any other administrative purposes of the CFD, including, bnt not limited to, attorney's fees 
and other costs related to commencing and pursuing to completion any foreclosure of delinquent 
Special Taxes. 
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"Administrator" means the person or firm designated by the CFD or the City to administer the 
Special Taxes according to this Rate and Method of Apportionment of Special Tax. 

"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. 

"Assigned Special Tax" means the Special Tax identified for each type of property in Section 
C.l below. 

"Authorized Facilities" means those facilities that are authorized to be funded by the CFD. 

"Backup Special Tax" means the Special Tax identified for each type of property in Section C.2 
below. 

"Bonds" means any bonds or other debt (as defined in Section 53317(d) of the Act), whether in 
one or more series, issued by the CFD or the City for the CFD under the Act. 

"Buildable Lot" means an individual lot within a Final Map for which a building permit may be 
issued without further subdivision of such lot. 

"Capitalized Interest" means funds in a capitalized interest account available to pay interest on 
Bonds. 

"CFO" or "CFO No. 2006-1" means the City of Merced Community Facilities District No. 
2006-1 (Moraga of Merced). 

"City" means the City of Merced. 

"City Council" means the City Council of the City of Merced, acting as the legislative body of 
CFD No. 2006-1. 

"County" means the County of Merced. 

"Designated Buildable Lot" means a Buildable Lot for which a building permit has not been 
issued by the City. 

"Developed Property" means, in any Fiscal Year, all Parcels of Taxable Property for which a 
building permit for new construction was issued on or prior to May I of the preceding Fiscal 
Year. 

"Excess Property Owner Association Property" means the Acres of Property Owner 
Association Property that exceed the Acreage exempted in Section F below. Tn any Fiscal Year 
in which a Special Tax must be levied on Excess Property Owner Association Property pursuant 
to Step 4 in Section D below, Excess Property Owner Association Property shall be those 
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Assessor's Parcel(s) that most recently became Property Owner Association Property based on 
the dates on which Final Maps recorded creating such Property Owner Association Prope1iy. 

"Excess Public Property" means the acres of Public Property that exceed the acreage exempted 
in Section F below. In any Fiscal Year in which a Special Tax must be levied on Excess Public 
Property pursuant to Step 4 in Section D below, Excess Public Property shall be those Assessor's 
Parcel(s) that most recently became Public Property based on the dates on which Final Maps 
recorded creating such Public Property. 

"Expected Residential Lot Count" means 206 Buildable Lots of Single Family Residential 
Property in Tax Zone A, 173 Buildable Lots of Single Family Residential Property in Tax Zone 
B, and 141 Buildable Lots of Single Family Residential Property in Tax Zone C or, as 
determined by the Administrator, the number of Buildable Lots based on the most recently 
recorded Final Map or modified Final Map for each Tax Zone within the CFO. 

"Final Map" means a final map, or portion thereof, recorded by the County pursuant to the 
Subdivision Map Act (California Government Code Section 66410 et seq) that creates Buildable 
Lots. 

"Fiscal Year" means the period starting July I and ending on the following June 30. 

"Maximum Special Tax" means the greatest amount of Special Tax that can be levied on an 
Assessor's Parcel in any Fiscal Year determined in accordance with Section C below. 

"Other Property" means, in any Fiscal Y car, all Parcels of Developed Property that are not 
Single Family Residential Property. 

"Property Owner Association Property" means any Parcel within the boundary of the CFO 
which, at the time the Special Tax is enrolled in the Fiscal Year for which the Special Tax is 
being levied, has been conveyed to or irrevocably dedicated to a property owner association, 
including any master or sub-association. 

"Proportionately" means, for Developed Property, that the ratio of the actual Special Tax levied 
in any Fiscal Y car to the Maximum Special Tax authorized to be levied in that Fiscal Year is 
equal for all Assessor's Parcels of Developed Property. For Undeveloped Property, 
"Proportionately" means that the ratio of the actual Special Tax to the Maximum Special Tax is 
equal for all Assessor's Parcels of Undeveloped Property. 

"Public Property" means any Assessor's Parcels owned by, irrevocahly offered or dedicated to, 
or for which an casement for purposes of right-ot:way or other public use has been granted to the 
United States of America, the State of California, the County, the City, or other local 
governments or public agencies. 

"Rate and Method" means this Rate and Method of Apportionment of Special Tax. 

"Residential Unit" means an individual single-family detached, half:pJex, duplex, triplex, 
fourplex, townhome, condominium, or apartment unit. 
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"Single Family Residential Property" means, in any Fiscal Year, all Parcels of Developed 
Property for which a building permit was issued for construction of one or more Residential 
Units that arc offered as for-sale units. 

"Special Tax" means a special tax levied in any Fiscal Y car to pay the Special Tax 
Requirement. 

"Special Tax Requirement" means, in the following order of priority, the amount necessary in 
any Fiscal Year to: (i) pay all Administrative Expenses except those associated with City staff 
time; (ii) pay principal and interest on Bonds which is due in the calendar year that begins in 
such Fiscal Year; (iii) create and/or replenish reserve funds for the Bonds; (iv) cure any 
delinquencies in the payment of principal or interest on Bonds which have occurred in the prior 
Fiscal Year or, based on existing delinquencies in the payment of Special Taxes, are expected to 
occur in the Fiscal Year in which the tax will be collected; (v) pay Administrative Expenses 
associated with City staff time; and (vi) pay the costs of Authorized Facilities except that any 
such amount shall not result in a Special Tax being levied on Undeveloped Property pursuant to 
Step 2 in Section D below. The amounts referred to in clauses (ii) 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 halances arc available to 
apply against debt service pursuant to a Bond indenture, Bond resolution, or other legal 
document that sets forth these terms; (ii) proceeds from the collection of penalties associated 
with delinquent Special Taxes; and (iii) any other revenues available to pay debt service on the 
Bonds as determined by the Administrator. 

"Taxable Property" means all of the Assessor's Parcels within the CFD which are not exempt 
from the Special Tax pursuant to law or Section F below. 

"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 Tax. 
Attachment 1 identifies the four Tax Zones in CFD No. 2006-1. 

"Tax Zone A" means the geographic area that is designated in Attachment I of this Rate and 
Method of Apportionment of Special Tax as Tax Zone A. 

"Tax Zone B" means the geographic area that is designated in Attachment l of this Rate and 
Method of Apportionment of Special Tax as Tax Zone B. 

"Tax Zone C" means the geographic area that is designated in Attachment l of this Rate and 
Method of Apportionment of Special Tax as Tax Zone C. 

"Tax Zone D" means the geographic area that is designated in Attachment 1 of this Rate and 
Method of Apportionment of Special Tax as Tax Zone D. 

"Undeveloped Property" means, in any Fiscal Year, all Parcels of Taxable Property that arc not 
Developed Property. 
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B. DAT A FOR ANNUAL ADMINISTRATION OF SPECIAL TAXES 

On or about July I of each Fiscal Y car, the Administrator shall identify the current Assessor's 
Parcel numbers for Taxable Property. The Administrator shall then (i) identify the Tax Zone 
within which each Parcel of Taxable Property is located, (ii) categorize each Parcel of Taxable 
Property as Developed Property or Undeveloped Property, (iii) categorize Developed Property as 
Single Family Residential Property or Other Property, and (iv) determine the Special Tax 
Requirement. 

In any Fiscal Year, if it is determined that (i) a parcel map for a portion of property in the CFO 
was recorded after January I of the prior Fiscal Year (or any other date aflcr whi:h 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 docs 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 
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 master 
Assessor's Parcel that was subdivided by recordation of the Parcel Map. 

C. MAXIMUM SPECIAL TAXES 

The Maximum Special Tax for each Parcel of Developed Property shall be the greater of (i) the 
Assigned Special Tax identified in Section C. I below or (ii) the Backup Special Tax determined 
pursuant to Section C.2 below. 

1. Assigned Special Tax for Developed Property 

The following Assigned Special Tax rates shall apply to all Parcels of Developed Property 
for each Fiscal Y car in which the Special Taxes arc collected: 

=--------------. ·----·------------

Tax 
Zone 

A 

TABLE 1 

Developed Property 
Assigned Special Taxes 

Assigned 
Type of Property Special Tax 

=----+-~--- c -- -
Single Family Residential Property $734 per Residential {hit 

______ Other Property _ $6,604 per Acre 
B Single Family Residential Property $880 per Residential U1it 

···----+----Other Property___ .;.. $6,796 per Acre __ _ 

c Single Family Residential Property 1· $1.148 per Residential Unit 
_______ Other Property ____ $7,717 per Acre 
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:Z. Backup Special Tax for Developed Property 

The following Backup Special Tax rates shall apply to all Parcels of Developed Property 
for each Fiscal Y car in which the Special Taxes are collected: ,-· TABLE: 2 

Developed Property 
Backup Special Taxes I l __ 

io~::i- Type of Property L s:::::;;:x 
A:::_ +Si~glc Family Rcs1dcnllal Property $863 per Residential Urnt 

, Otl~er Property ' . , I ·- :56,604 per Acr_c_-,-_, 

I 

B ] Single family Residential Property! $1,035 per Residential Unit 

·~ Family Residential Property $1,351 per Residential Unit 
~--· , Other Prope.rtL.... ~: . $6,796 per Acre 

'----. l ~ Other Property .......17, 717 per Acre ___J 

However, if the Expected Residential Lot Count does not equal 206 for Tax Zone A, 173 
for Tax Zone B, or 141 for Tax Zone C, and the City has not issued Bonds, then the 
Backup Special Tax for Designated Buildable Lots of Single Family Residential Property 
shall be calculated according to the following formula: 

Backup Special Tax ($6,604 for Tax Zone A, $6,796 for Tax Zone B, or $7,717 for 
Tax Zone C 

x Acreage of Designated Buildablc Lots of Single Family 
Residential Property within the applicable Tax Zone 
number of Designated Buildablc Lots of Single Family 
Residential Property within the applicable Tax Zone) 

If the Expected Residential Lot Count docs not equal 520, and the City has issued Bonds, 
then the following steps shall be applied: 

Step I: 

Step 2: 

Step 3: 

The Administrator shall calculate the Maximum Special Tax revenue 
projected to be available when Bonds were issued; 

The Administrator shall calculate the Maximum Special Tax revenue 
that could be collected from property in the CFD if a change in the 
Expected Residential Lot Count is approved; 

Tf the amount determined in Step 2 is more than that calculated in Step 1, 
the change in the Expected Residential Lot Count may be approved 
without further action. If the revenue calculated in Step 2 is less than 
that calculated in Step l, one of the following must occur: 
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(a) The change in the Expected Residential Lot Count is not submitted 
for approval or, if submitted, is not approved by the City; 

(b) The Council, prior to approval of the change in the Expected 
Residential Lot Count, completes proceedings under the Act to 
increase the Maximum Special Tax, on Assessor's Parcels owned 
by the landowners requesting same, to an amount sufficient to 
maintain the total Maximum Special Tax revenue that could be 
generated before the change in the Expected Residential Lot Count 
was approved; or 

(c) Before approval of the change in the Expected Residential Lot 
Count, the landowner requesting the change prepays to the City an 
amount that corresponds to the lost Maximum Special Tax 
revenue, as determined by applying the steps set forth in Section G 
below to prepay the Special Tax. Any such prepayment shall be 
used by the City to call Bonds. 

The Backup Special Tax for a Parcel shall not change once a Parcel is classified as 
Developed Property. 

3. Undeveloped Property 

The Maximum Special Tax for Parcels of Undeveloped Property is $6,604 per Acre for Tax 
Zone A, $6,796 per Acre for Tax Zone B, and $7,717 per Acre for Tax Zone C. 

D. METHOD OF LEVY OF THE SPECIAL TAX 

Commencing with Fiscal Year 2006-07 and for each following Fiscal Year, the Administrator 
shall determine the Special Tax Requirement to be collected in that Fiscal Year. The Special 
Tax shall then be levied according to the following steps: 

Step 1: 

Step 2: 

Step 3: 

The Special Tax shall be levied Proportionately on each Parcel of Developed 
Property up to 100% of the Assigned Special Tax for such Fiscal Year determined 
pursuant to Section C. I 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 CFO accounts: 

If additional revenue is needed to satisfy the Special Tax Requirement after Step 1 
and after applying Capitalized Interest to reduce the Special Tax Requirement, the 
Special Tax shall be levied Proportionately on each Parcel of Undeveloped 
Property up to 100% of the Maximum Special Tax for such Undeveloped 
Property determined pursuant to Section C.3; 

If additional revenue is needed to satisfy the Special Tax Rc,quirement after 
applying the first two steps, the Special Tax levied on each Parcel of Developed 
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Step 4: 

Property whose Maximum Special Tax is derived by application of the Backup 
Special Tax shall be increased in equal percentages from the Assigned Special 
Tax to the Maximum Special Tax for each Parcel; 

If additional revenue is needed to satisfy the Special Tax Requirement after 
applying the first four steps, the Special Tax shall be levied Proportionately on 
each Assessor's Parcel of Excess Public Property and Excess Property Owner 
Association Property, up to 100% of the Maximum Special Tax for Undeveloped 
Property for such Fiscal Year. 

E. MANNER OF COLLECTION OF THE SPECIAL TAXES 

The Special Taxes for CFD No. 2006-1 shall be collected in the same manner and at the same 
time as ordinary ad valorcm property taxes, provided, however, that prepayments are permitted 
as set forth in Section G below and provided further that the City may directly bill the Special 
Taxes, may collect Special Taxes at a different time or in a different manner, and may collect 
delinquent Special Taxes through foreclosure or other available methods. 

The Special Tax shall he levied and collected until principal and interest on Bonds have been 
repaid and Authorized Facilities have been completed. However, in no event shall Special Taxes 
be levied after Fiscal Year 2041-42. Under no circumstances may the Special Tax on one Parcel 
be increased by more than ten percent (10%) as a consequence of delinquency or default in 
payment of the Special Tax levied on another Parcel or Parcels. 

F. EXEMPTIONS 

Notwithstanding any other provision of this Rate and Method of Apportionment of Special Tax, 
no Special Tax shall be levied on up to 12.18 Acres of Public Property and Property Owner 
Association Property within Tax Zone A, 8.66 Acres of Public Property and Property Owner 
Association Property within Tax Zone B. and 7.67 Acres of Public Property and Property Owner 
Association Property within Tax Zone C. A Special Tax may be levied on Excess Public 
Property and Excess Property Owner Association Property pursuant to Step 4 of Section D; 
however, a public agency may require that the Special Tax obligation on land conveyed to it that 
would be classified as Excess Public Property be prepaid pursuant to Section G below. No 
Special Tax shall be levied in any Fiscal Y car on Parcels that have fully prepaid the Special Tax 
obligation pursuant to the formula set forth in Section G. No Special Tax shall be levied in any 
Fiscal Y car on Parcels within Tax Zone D. 

G. PREPAYMENT OF SPECIAL TAX 

The following definitions apply to this Section G: 

"Construction Fund" means an account specifically identified in the Indenture to hold 
funds which are available to acquire or construct Authorized Facilities. 
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"Future Facilities Cost" means the Public Facilities Requirement (m, defined below) 
minus public facility costs funded by Previously Issued Bonds (as defined below). interest 
earnings on the construction fund actually earned prior lo the date of prepayment. Special 
Taxes, developer equity, and/or any other source of funding. 

"Indenture" means the bond indenture, fiscal agent agreement, trust agrc,:ment, resolution 
or other instrument pursuant to which Bonds are issued, as modified, amended, and/or 
supplemented from time lo time, and any instrument replacing or supplementing the same. 

"Outstanding Bonds" means all Previously Issued Bonds which remain outstanding, with 
the following exception: if a Special Tax has been levied against, or already paid by, an 
Assessor's Parcel making a prepayment, and a portion of the Special Tax will be used to 
pay a portion of the next principal payment on the Bonds that remain outstanding, 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 the prepayment formula. 

"Previously Issued Bonds" means all Bonds that have been issued on behalf of the CFO 
prior to the date of prepayment. 

"Public Facilities Requirement" means either $4,000,000 in 2006 dollars, which shall 
increase on January I, 2007, and on each January I 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 New Record or other comparable rnurce if 
the Engineering News Record is discontinued or otherwise not available, or such other 
number as shall be determined by the Administrator to be an appropriate estimate of the net 
construction proceeds that will be generated from all Bonds that have been or are expected 
to be issued on behalf of the CFO. 

I. Full Prepayment of Special Tax Obligation 

The Special Tax obligation applicable to an Assessor's Parcel in the CFO may be prepaid and the 
obligation of the Assessor's Parcel to pay the Special Tax permanently satisfied as described 
herein, provided that a prepayment may be made only if there are no delinquent Special Taxes 
with respect to such Assessor's Parcel at the time of prepayment. An owner of an Assessor's 
Parcel intending to prepay the 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 interest payment date for Bonds to be redeemed with 
the proceeds of such prepaid Special Taxes. 

The Prepayment Amount shall be calculated as follows (capitalized terms as defined below): 
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Bond Redemption Amount 
plus: Future Facilities Amount 
plus: Redemption Premium 
plus: Defeasance Requirement 
plus: Administrative Fees and Expenses 
mnms: 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/: 

Step 2: 

Step 3: 

Step 4: 

Step 5: 

Step 6: 

Step 7: 

Step 8: 

Determine the greater of (i) the total Maximum Special Tax that could be 
collected from the Assessor's Parcel prepaying the Special Tax in the 
Fiscal Year in which prepayment would be received by the City, or (ii) the 
Maximum Special Tax that could be collected from the Parcel at buildout 
based on anticipated land uses at the time the prepayment is calculated. 

Divide the Maximum Special Tax computed pursuant to Step I for such 
Assessor's Parcel by the lesser of (i) the Maximum Special Tax revenues 
of the CFO that could be collcclcd in that Fiscal Y car, or (ii) the 
Maximum Special Tax revenues of the CFD that could be generated at 
buildout based on anticipated land uses at the time the prepayment is 
calculated. 

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"). 

Compute the current Future Facilities Costs. 

Multiply the quotient computed pursuant to Step 2 by the amount 
determined pursuant to Step 4 to compute the amount of Future Facilities 
Costs to be prepaid (the "Future 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 

Compute the amount of interest the City reasonably expects to derive from 
the reinvestment of the Bond Redemption Amount plus the Redemption 
Premium from the first Bond interest payment date after which the 
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Step 9: 

Step 10: 

Step 11: 

Step 12: 

Step 13: 

prepayment has been received until the redemption date for the 
Outstanding Bonds. 

Take the amount computed pursuant to Step 7 and subtrnct the amount 
computed pursuant to Step 8 (the "Defeasance Requiremem"). 

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, if any, in the applicable reserve fund for the 
Outstanding Bonds to be redeemed pursuant to the prepayment (the 
"Reserve Fund Credit"). 

The 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"). 

The amounts computed pursuant to Steps 3, 6, and 9, less the amount 
computed pursuant to Step 11, shall be deposited in the appropriate fund 
established under the Indenture and used to retire Outstanding Bonds or 
make debt service payments. The amount computed pursuant to Step 5 
shall be deposited in the Construction Fund, and the amount determined in 
Step 10 shall be deposited in the fund established to pay Administrative 
Expenses. 

With respect to any Parcel that prepays its Special Tax obligation, the Administrator shall cause 
a notice to be recorded in compliance with the Act to release the Special Tax lien on such Parcel, 
and the obligation of such Parcel to pay the Special Tax shall cease. 

2. Partial Prepayment of Special Tax Obligation 

A partial prepayment of the Special Tax obligation shall be allowed after a Final Map has been 
recorded for a portion of property within the CFO but prior to any Parcel within the CFO 
becoming Developed Property. If a partial prepayment is made, it must apply to all Parcels 
within the CFD. The property owner requesting to make a partial prepayment shall provide the 
City with written notice of his/her intent to partially prepay the Special Tax obligation and shall 
identify the percentage of such obligation that is intended to be prepaid. Within 30 days of 
receipt of such written notice, the City shall notify such owner of the partial prepayment amount, 
which must be received not less than 75 days prior to any interest payment date ::or Bonds to be 
redeemed with the proceeds of such prepaid Special Taxes. 
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To calculate the sum of the partial prepayment amounts for all Parcels in the CFO, the 
Administrator shall apply Steps 3 through 13 from Section G.1 above, using the percentage of 
the Special Tax obligation that is intended to be prepaid as the quotient for purposes of Step 3 
and Step 5. Once the sum of the partial prepayments for all Parcels in the CFD has been 
received by the City, all of the Assigned Special Taxes and Backup Special Taxes in Section C 
shall be reduced by the same percentage by which the Special Tax obligation was reduced. The 
Administrator shall record an amended Notice of Special Tax lien against all Parcels within the 
CFD identifying the reduced Maximum Special Tax rates that resulted from the partial 
prepayment. 

H. INTERPRETATION OF SPECIAL TAX FORMULA 

The City reserves the right to make minor administrative and technical changes to this document 
that do not materially affect the rate and method of apportioning 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 RMA. 

I. APPEALS 

Appeals of any claim of incorrect computation of Special Tax or application of this Rate and 
Method may be made by the owner of an Assessor's Parcel or such owner's duly-authorized 
representative by filing a written notice of appeal with the Administrator not later than thirty (30) 
days after having paid the disputed Special Tax. The Administrator shall promptly review the 
appeal and, if necessary, meet with the property owner (or representative), consider written and 
oral evidence regarding the amount of the Special Tax, and decide the appeal. If the property 
owner disagrees with the Administrator's decision, the owner may then file a written appeal with 
the City Council, whose decision shall be final. If the decision of the Administrator or the City 
Council requires the Special Tax to be modified or changed in favor of the property owner, no 
cash refund shall be made for prior years' Special Tax levies, but an adjustment shall be made to 
the next Special Tax levy(ies) as appropriate. This procedure shall be exclusive and its 
exhaustion by any property owner shall be a condition precedent to filing any legal action by 
such owner. 
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ATTACHMENT 1 

CITY OF MERCED 
COMMUNITY FACILITIES DISTRICT NO. 2006-1 

(MORAGA OF MERCED) 

IDENTIFICATION OF TAX ZONES 

Zone A 

Zone B 

LEGEND 

~ ZoneC ~ 
C:J ZonoD 
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Lot Number by Zone 
(as of CFD formation) 

Zone A 
Lots 1-88, 136-138, 288-402 

Zone B 
Lots 89-135, 139-212. 403-454 

ZoneC 
Lots 213-287, 455-520 

ZoneD 
No Residential Lots in Zone D 
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APPENDIX B 

THE CITY OF MERCED 

Thefi,1/owing in/i>rmation relating to the Citv olMerced and the County of'Merced, Califi,rnia is 
supplied solelvfi>r purposes of'inlormation. Neither the City nor the Countv is obligated in any manner 
to pay principal of' or inleffst on the Bonds or to cure any delinquency or default 011 the Bond,. The 
Bonds are payable solel)',kom the sources described in the 0/Jicial Statement. 

Merced County 

Merced County (the "County") is located in the north central portion of the State of California, 
within the Central Valley, between the Diablo Mountain Ranges to the west, and the Sierra Nevada 
Mountain Range to the east. The Central Valley is formally known as the Sacramento Valley in the 
northern half of the state, and the San Joaquin Valley in its south-central portion. It is bordered to the 
north by Stanislaus County, to the east by Mariposa County, to the south by Madera and Fresno Counties, 
and the west by San Benito, Santa Clara, and Stanislaus Counties. 

The County encompasses approximately 1,964 square miles, of which appro:<imatcly 77% is in 
agriculture. The County stretches from flat, rich farmland in the western portion, to the foothills of the 
Sie!Ta Mountains at over 5,000 feet m the eastern portion of the County. 

City of Merced 

The City of Merced (the "City") is located in the County and serves as the coualy seat. The City, 
located in the heart of the San Joaquin Valley approximately 110 miles southeast of San Fran,:isco and 
310 miles northwest of Los Angeles, is 22.76 square miles in size. The City 1s located on Highway 99, a 
dominant north-south freeway in California, and is served also by Highways 140 and 59. The City is less 
than two hours by car from Yosemite National Park to the east and to the west is Monterey Bay, the 
Pacific Ocean, and miles of beaches. The community is served by rail passenger service, scheduled air 
service, and two bus lines. The two railroads, Union Pacific and Burlington Northern-Santa Fe, have 
main lines that pass through the City. 

The economy has traditionally relied upon agribusiness and upon the presence of Castle Air Force 
Base. Over the past twenty years, more diversified indust1y has entered the area, mcludmg printing, 
fiberglass boat building, warehousing and distribution, and packaging industries. In September 1995, 
Castle Air Force Base closed after phasing down over the previous three years. No sig:1ificant increase in 
unemployment has been noted. Re-use of the former base is proceeding. The former base cimcntly 
consists of700 undeveloped acres of flight activity and a business park. 

Industrial development has been strong in the past five years. The community's available 
inventory of existing industrial buildings is nearly 100% absorbed. The City's indmtrial base includes 
printing, fiberglass boa! building, warehousing and distribution and plastic and packaging industries. An 
increase in corporate capital investment occu1Ted, led by Safeway Food Processing, Sd101le Corporation 
and Quebecor. 

Downtown revitalization continues with nearly $30 million in private investment completed and 
new projects under construction in the City Cen1cr pedestrian area. The Mainplace Merced retail project 
was recently completed. In June 2005, Main Street's first new multifamily unit, the Mcrc,od Lofts, 
consisting of commercial space and 14 residential lofts, was completed. 
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In May 1995, Merced was selected as the home of the next University of California campus. On 
September 5, 2005, the main campus opened for the first 1,000 students for the fall 2005 semester. 
Currently the University has 150 faculty members and 600 staff employees. At maximum capacity the 
university is projected to provide 5,538 full-time positions. Additionally it is expected that 800 students 
will be added each year to an eventual maximum enrollment of25,000 full-time students. 

Municipal Government 

The City was incorporated in 1889, and operates as a charter city. The City operates under the 
Council-Manager form of government. The six City Council members arc elected-at-large for staggered 
four-year terms and the Mayor is elected for a two-year term. The City Council appoints a City Manager 
to administer the affairs of the City. The current members of the City Council and their respective term 
expiration are as follows: 

Population 

City Council 

Ellie Wooten, Mayor 
Joseph Cortez, Mayor Pro Tem 
Rick Osorio, Council Member 

Michele Gabriault-Acosta, Council Member 
Jim Sanders, Council Member 
Bill Spriggs, Council Member 
Carl Pollard, Council Member 

Term Expires 

November 2007 
November 2009 
November 2007 
November 2007 
November 2009 
Novemher 2009 
November 2007 

Population figures for the City and the County for the last ten years are shown in the following 
table. 

CITY OF MERCED 
POPULATION ESTIMATES 

'"' 
,,, ' ' PO(ititilli11g · ;J\;l.erced City Popqlltf;(o1F r~~t . Chang~. . ·~!}nnty as a Pery,~~tltge . • 

JaJ)tlaJ'.Y l Population Pertentag~ ·· f!)!)ulation of Co1tlttt · 

1997 61,500 0.3% 200,100 30.7% 
1998 62, I 00 0.9% 203,200 30.6% 
1999 63,000 1.4% 205,900 30.6% 
2000 63,893 1.4% 210,554 30.3% 
2001 64,702 l.3% 214,629 30.1% 
2002 66,773 3.2% 221,252 30.2% 
2003 68,395 2.4% 227, 752 30.0% 
2004 70,597 3.2% 234,775 30.1% 
2005 74,010 4.8% 241,464 30.7% 
2006 76,225 3.0% 246,751 30.9% 

Source: State Cal[fornia Departn1ent l~f Finance Demographic Research Unit. 
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Assessed Valuation 

For assessment and collection purposes, property is classified either as "secured" or "unsecured," 
and is listed accordingly on separate parts of the assessment roll. The "secured roll" is that part of the 
assessment roll containing State assessed property and property the taxes on which are a lien on real 
property sufficient, in the opinion of the County Assessor, to secure payment of the taxes. Other property 
is assessed on the "unsecured roll." Shown below is a summary of assessed valuations in the City for the 
fiscal years 2001-02 through 2005-06. 

Fiscal Year 

2001-02 
2002-03 
2003-04 
2004-05 
2005-06 

CITY OF MERCED 
ASSESSED VALUATIONS 

Fiscal Years 2001-02 through 2005-06 

Common Property 

$2,381,189,790 
2,330,074.535 
2,680,238.859 
3,049,388,695 
3,630,450,304 

Public Utility 

$6,673.878 
5,889.898 
5,836.087 
5.016,662 
4.827,110 

Unsecured 

S 162,524,826 
223, 175,977 
228.989.473 
224,848.955 
224,967,085 

So11n'e: i'v/crci:d ('ounty A11ditor-Co11trol/cr 

Risk Management 

Total 

$2,550,31<8.494 
2,559, 1:19,910 
2,915,064,419 
3.279,354,312 
3,860.2-14,499 

The City is a member of the Central San Joaquin Valley Risk Management Authority, with a self
insured retention of SI00,000 for general liability, errors and omissions, and $500,000 for vehicle 
liability. The Authority was established under the California Government Code to administer a joint 
protection program wherein cities pool their losses and claims and jointly purchase excess insurance and 
administrative and other services. The liability self-insurance coverage arranged by the Authority for its 
members includes protection for personal injury. e,rnrs and omissions, property damage and bodily 
injury. The City self insures for workers' compensation insurance and obtains excess coverage through 
LAWCX. 

Employment 

The California Employment Development Department estimates that as of March 2006 the 
civilian labor force for residents of the County was 98,700, of whom 87,600 were: employed. The 
una4justcd unemployment rate as of March 2006 was approximately l l .2%. The County and the City 
have a high unemployment rate due to the seasonal nature of the primary industry: agriculture. The 
following table summarizes the civilian labor force, employment and unemployment in the County and 
the City for the calendar years 2001 through 2005. 
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CIVILIAN LABOR FORCE 
EMPLOYMENT, UNEMPLOYMENT, AND UNEMPLOYMENT RATE 

(Annual Average) 

U nemplo;rmeljt 
Year Area Labor Force Employment Unemployment 

2001 City 26,900 24,100 2,800 10.3% 
c:ounty 90,900 8 l.600 9,300 10.3 

2002 City 28.100 25,000 3,100 11. I 
County 95,200 84,600 10,600 11.l 

2003 City 28,500 25,200 3,300 11.6 
County 96,500 85,300 11,200 11.6 

2004 City 28,900 25,700 3,200 11.0 
County 97,600 86,900 10,700 11.0 

2005 City 29,700 26,800 2,900 9.8 
County 100,400 90,600 9,800 9.8 

Note: The unemployment rate is calculated ush1g unrounded data. 

- .. --.. ---
Source: l~n1ployn1ent !)evelop,nent l)epar1n1ent, Lahar .A4arket Information Division. 

The following table sets forth the annual average employment by industry within the Merced 
Metropolitan Statistical Area for 2001 through 2005. 

MERCED STATISTICAL AREA 
ANNUAL A VERA GE EMPLOYMENT BY INDUSTRY 

(In Thousands) 
2001 through 2005 

2001 iooi 1003 2004 2005 

Total All Industries 64.0 66.3 66.6 67.0 69.2 
Farm 10.9 10.8 10.6 10.2 10.8 

Natural Resources &Mining 0.0 0.0 0.0 0.0 0.0 
Construction 2.3 2.4 3.0 3.4 3.5 
~1anufacturing 9.8 10.6 10.7 I I.I 11.2 
Trade, Transportation and Utilities 10.3 10.9 10.7 10.9 11.0 
Information 1.4 1.5 1.5 1.5 1.6 
Financial Activities 1.7 1.7 1.7 I. 7 1.9 
Professional and Business Services 3.4 3.3 3.4 3.4 3.2 
Education and Health Services 5.1 5.4 5.5 5.4 5.5 
Leisure and Hospitality 4.5 4.5 4.5 4.7 4.7 
Other Services 1.6 1.7 1.7 1.6 1.6 
Government 13.1 13.4 13.3 13.1 14.1 

Source: State oj"()ilijOrnia Employment Development Department. 
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Major Employers and Taxpayers 

The following table lists the City's major Manufacturing and processing employers. 

CITY OF MERCED 
MAJOR MANUFACTURING AND PROCESSING EMPLOYERS 

Company 

Qucbccor ............ . 
Bianchi & Sons Packing 
Yosemite Wholesale ..... 
Malibu Boats 
Werner Company ........ . 
Passion Fruit Farms .... . 
Scholle Cmporation 
Richwood Meats .. 
Well Made Products 
GriefBrothers .............. . 

Employment 

900 
400 
270 
250 
225 
200 
120 
115 
90 
89 

Products 

Printing 
T ornato Packing 

(iroccty Distribution 
Boats 

Ladders 
Grocer-Wholesale 
Bags & Packaging 

Meats 
Lighting Fixtures 

Containers 

Source: l14erced County Economic lJ(!velo1Jn1ent Co17,oration (2004). 

The following table lists the assessed value of the City along with the principal property 
taxpayers. 

Total Assessed Value ....... . 

World Color Press Inc ..... . 
Mater Misericordiae Hospital. 
Conopco Inc ......................... . 
Danville Land Investment. 
Safeway Inc ..... . 
Scholle Corporation ......... . 
Village Landing ............ . 
Comcast Corporation. 

CITY OF MERCED 
ASSESSED VALUATION 

(June 30, 2006) 

Assessed 
Value 

Zelman Merced Marketplace LLC ... 
Costco Wholesale Corporation 

$ 128,840,261 
75,920,029 
51,017,008 
49,539,360 
36,213,419 
28,254,330 
26,728,972 
17,928,627 
16,850,664 
16 259 947 

Total... .......... . $447,552,617 

Source: Merced Count_v Auditor. 
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Percentage of 
Assessed Value 

IQO.Ql)% 

3.21 'Yo 
1.89 
1.27 
1.23 
.90 

0.70 
0.67 
0.45 
0.42 
0.40 
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Commercial Activity 

A summary of historic taxable sales within the City during the past five years is shown in the 
following table. 

Retail Stores ... . 
Apparel Stores .... 
General Merchandise Stores .. . 
Food Stores ... 
Eating and Drinking Places .... 
Home Furnishings and Appliances .. 
Bldg. Materials and Farm ln1plmnts. 
Auto Dealers and Auto Supplies ... 
Service Stations ... 
Other Retail Stores .. . 

Retail Store Totals .. 

All Other Outlets .. 

TOT AL ALL OUTLETS .. 

( l) Third Quarter 2005 
Source: State Board o.f Equalization. 

Median Effective Buying Income 

CITY OF MERCED 
TAXABLE TRANSACTIONS 

(dollars in thousands) 
2001-2005 

2001 2002 2003 

S 16,769 $ 18,558 S 19,659 
196,711 203, 127 209.249 
39,546 42,747 41,809 
66,056 69,415 72,597 
22,703 25,543 24,874 
65.950 70,196 81,688 

201,967 222,093 228,116 
43,241 42,915 53,603 
80,267 83,440 92,560 

736.681 778,034 824.155 

168.186 146,533 156,844 

$901,711 $924,567 $980,999 

2004 . 2oosin 

S 21,8.16 S 17,290 
215,601 154,902 

42,367 34,328 
81.410 65,300 
25.617 19,370 

!06,605 85,970 
238.070 207,034 
61,22.1 54,026 

106.140 80,005 
898,869 718,325 

201,690 158,358 

Sl,100,559 $876,683 

Effective buying income ("EBI") is designated by Sales and Marketing Management Magazine as 
personal income Jess personal tax and non-tax payments. Personal income is the aggregate of wages and 
salaries, other labor income (such as employer contributions to private pension funds), proprietor's 
income, rental income (which includes imputed rental income of owner occupants of non-farm 
dwellings), dividends paid by corporations, personal interest income from all sources, and: transfer 
payments (such as pensions and welfare assistance). Deducted from this total are personal taxes (federal, 
state and local, non-tax payments (such as fines, fees, penalties), and personal contributions for social 
insurance. Effective buying income is a bulk measure of market potential. lt indicates the general ability 
to buy and is essential in comparing, selecting and grouping markets on that basis. The following table 
demonstrates the growth in annual estimated EBI for the County, the State of California and the United 
States. 
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2001 

2002 

2003 

2004 

MERC~:D COllNTY 
EFFECTIVE BUYING INCOME 

As of January I, 2001 through 2004 

Merced County 
California .. 
United States ... 

Merced ( 'ounty 
California ... 
United Slates 

Merced County 
C'alitOrnia .. 
United States 

Merced County 
California ... 
United States .. 

Total .Effuctivc 
Bt1)'inJf h:i.c.;,rnc 
(OOO~s Omitted) 

$2,255,956 
650,521 .407 

5,303,481,498 

$2,615,518 
647,879,427 

5 ,340,682,818 

$2,767,968 
674,721,020 

5,466,880,008 

$2,937,058 
705, I 08,410 

5,692,909,567 

5'ource: Sales & Marker;nK AJanagen1e11t S'urvey of'Buying Power. 

Construction Activily 

Median Household 
Effective Buying · 

Income 

$26,938 
43,532 
38,365 

S32.478 
42,484 
38,035 

$32,952 
42,924 
38.201 

S.14.200 
43,915 
39,324 

Building activity for the past five years in the City is shown in the following table. 

CITY OF MERCED 
TOTAL BUILDING PERMIT VALUATIONS 

Fiscal Years 2001-02 through 2005-06 

Fiscal 'Residential Residential Comllnd Com/Ind Other 
Year Ullits Valuations Penni ts Y ttlwt~loJls Penni ts 

Other 
Valuations'.·'. 

2001-02 1.381 $ 59,407,745 10 $ 5,376,030 379 $23,908,926 
2002-03 1,887 98,648,513 273 25,360,673 168 450,040 
2003-04 2,228 131,376,640 364 66,369,902 300 417,714 
2004-05 IJJ44 162,214,965 171 34,928,529 1,639 l 5,45K935 
2005-06 1,558 256,431,780 158 39,194,495 1,798 12,105,577 

Source: ('ity o_lA1erced Planning and Building De1>artrne11ts. 
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Highway Linkage And Transport 

The County is linked to other parts of California by State Highway 99, a major north-south 
arterial, and State Highway 152, an east-west arterial that extends from Highway 99 west to Interstate 
Route 5 and beyond, over Pacheco Pass into the southern portion of the San Francisco Bay Arca. Other 
north-south and east-west highways that traverse the County include State Highways 33, 165, 59, and 
140. Highway 140 from the City connects west to Interstate Route 5, and east into the foothills, Yosemite, 
and up into the Sierra Nevada Mountains. 

An additional primary arterial is County Road J7 (Santa Fe Drive). This roadway parallels the 
Santa Fe Railroad line, and serves as a secondary corridor through the County. Santa Fe begins in the 
southern portion of the City, and travels northwesterly through Atwater, Winton, Cressey, Ballico, and 
into Stanislaus County. The roadway terminates in Empire, immediately southeast of Modesto. 

Public Transit 

The City and the County are served by "The Bus - Merced County Transit." Greyhound Bus 
Lines and several private tour and charter companies also serve the area. 

Rail Transport 

The Burlington Northern-Santa Fe and Union Pacific Railroads serve the area. Amtrak provides 
passenger rail service for the area. 

Water Transport 

A deep-water port is located in Stockton, approximately 65 miles to the north of the City. 
Stockton is a true deep-water port with bulk cargo facilities allowing worldwide shipping of the 
agricultural commodities dominant in the region. 

There is a general aviation airport in the City with commnter service to Las V cgas, Nevada. In 
addition, scheduled commuter air service to other locations may be accessed through Modesto or Fresno. 
The Modesto City/County Airport is located about 40 miles.north of Merced, and Fresno Air Terminal is 
about 60 miles to the south. These two airports both offer daily flights by major carriers. There are also 
small general aviation airports in Los Banos and Gustine. Castle Air Force Base was closed in 1995 and 
the facility has been converted to civilian uses. Additionally, there arc four international airports, 
Sacramento, Oakland, San Jose and San Francisco, all within a two-hour drive. 

Numerous trucking firms operate from the area, including common carriers and general haulers. 

State of California Enterprise Zone 

The Merced-Atwater area was designated an enterprise zone by the State in late 1991. Being 
within the zone provides four state-related business tax incentives for corporations and individuals that 
operate or invest in the area. A fifth incentive is available to employees who work in the zone, in the 
form of an income tax credit on wages earned in the zone. 
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Cultural and Recreational Resources 

The City is approximately midway between the metropolitan areas or Fresno and Stockton, and 
has convenient access to the f\;fodcsto area as well. The C'ity operates many com11unity fiiciliti1:s. 
including the McCombs Youth Crnter. The Parks and Community Service Department ,.iperates 29 parks 
within the City. Applegate Park was one of the first parks to be constructed in the City. dating back to 
19.17. Today. it is a beautifully developed and landscaped twenty-three acres located in the hca11 of the 
City. Lnique to the area is a ,oo that attracts visitors from throughout the San Joaquiu Valley. Also 
dra,ving altenlion is Kiddicland, \vith n variety of an1us~n1ents for children, including a train that runs 
through the park. The park is also home lo the Merced Open Air Theater which hosts cclchral ions or 
music and art. Merced has over 12 miks of class one. grade-separated bike paths. that along with the 
City's other bike lanes, connect most of Merccd's open space park system. The annual Merced County 
Fair is very popular. and Merced is the location of the Merced County Arts Center and 1he Merced Ci,ic 
Center. i\1crced also has its own :Vkrced Symphony Orchestra. 

The Merced County Historical Society has gathered artifacts that arc displayed in the Merced 
County Courthouse Museum, as well as other museums throughout the County. The Castle Air Museum 
111 J\1\valcr is next to what \Vas the C'astlc Air Force f3asc. 'rhis 1nuscun1 has its focus on rnilitary aviation 
with numerous historical aircraft on permanent display. In addition, there is the Agncultural Mus.cum of 
Merced County. 

Southern and southwestern Merced County has numerous wildlife areas and r,:servoirs. These 
include the Kesterson, San Luis. and Merced National Wildlife Refuges. and 1hc Los Banos. Vc,lta and 
O'Neill Forebay Wildlife Areas. These areas combine for over 10,000 acres or natural habitat with Tulc 
Elk and a multitude of waterfowl, and other creatures. 

Also in this western part of the County are the San Luis, O'Neill Forebay. and Los B,mos Creek 
Rcscrvoirs. These areas are popular for fishing. general boating. camping and sailing. The many lakes, 
nvers and forests in the foothills and Sierra Nevada Mountains to the cast also provide recreational 
opportunities, including Yosemite National Park. 

Retail Service 

'l'hc City is well supported hy retail shopping facilities, with regional shopping also located to the 
south in Fresno, and to the north in Turlock and Modesto. In the early l 990's, there were several 
significant retailers added to the Merced area: Target, Wal-Mart, Costco. Walgreen's, Orchard Supply 
Hardware. Blockbuster Video, Circuit City. Home Depot. several theme restaurants, a brew pub, and new 
car dealerships. The Merced Marketplace, opened in late 2003. is anchored by Lowe's. Best Buy. Pier I 
and Barnes and Noble. During 2004, Linen N Things. Panda Express and Applcbcc's opened in the 
Merced Marketplace. A new plaza. The Promenade, opened in late 2004 with tenants including Strings 
Italian Restaurant, the City's third Starbuck's and Port of Subs. Other new retailers opening in the City 
include Ross Dress for Less, l)cJ Taco and Juice It Up. 

These additions have resulted in expansions in jobs. a significant increase in retai sales laxes, and 
the stimulation to the local economy, whereby the local dollars arc not being spent in other communities. 

Thirty years of downtown redevelopment is currently showing its success with the City's 
downtown redevelopment plan. The City activated its redevelopment agency in 1957. There arc two 
active project areas, one in the historic downtown area of the City adopted in 1974. This plan's focus is 
to enhance downtown shopping and to create a new dining and entertainment center. The other active 
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project area, called Gateways Project Area. was adopted in 1996 and expanded in 2005. It is located in 
south and southeast Merced. 

Phase one of the City's newest office complex. The Plaza at Portal, was recently completed with 
a variety of professional, medical and personal service offices. 

General/Public Services and Utilities 

The City provides a broad range of services, including construction and maintenance of 
highways, streets and infrastructure, planning and zoning activities, public transit, recreational activities 
and cultural events for all ages. There arc authorized three police stations within the City with 87 
policemen and officers. Five fire stations are located within the City with 60 firemen and officers. 

Pacific Gas & Electric Company (PG&E) and Merced Irrigation District provide electricity and 
gas service throughout the region. SBC is the primary provider of local telephone service, with 
Jong-distance telephone service available from a number of different carriers. Water and sewer service is 
supplied to the area hy the individual cities within the County. In the City of Merced, the current water 
demand is approximately 60°;;, of capacity, and the capacity of the sewer treatment plant has been 
upgraded to restore it to its original capacity of 1 Omgd. 

Educational Services 

Within the City of Merced, public schools include 12 elementary, 4 middle and 3 high schools, 
and private schools include 4 K-8 and 3 high schools. Merced Community College, Chapman University 
a shared campus for California State University Stanislaus and the newly opened Cnivcrsity of California, 
Merced, arc located in or near the City. The City is serviced by a cable company and 3 regional and 2 
community newspapers. 

Medical Facilities 

There is one general hospital in Merced, Mercy llospital, located on two campuses. Overall, 
there arc over 130 medical doctors within the Merced City limits, along with numerous dentists, 
optometrists, chiropractors, psychologists and others. It is estimated that there are over 2,000 employees 
in the health care industry in Merced. 

Mercy Hospital and the U.C. Davis Medical Center have completed a cancer center on land 
located at the southeast corner of North G Street and Cormorant Drive. 
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APPENDIX C 

SUMMARY OF FISCAL AGENT AGREEMENT 

The following summary discussion of selected provisions of the l'iscal Agent Agreement is made 
subject to all of the provisions thereof. This summary discussion docs not purport to be a complete 
statement of such provisions and prospective purchasers of the Bonds arc referred to the complete text of 
the Ai,>rccment, copies of which are available upon request sent lo the Fiscal Agent. 

/)efinitions 

"Act" means the Mello-Roos Community Facilities Act of 1982. as amended, Chapkr 2.5 
(commencing with Section 53311) of Part I of Division 2 of Title 5 of the California Government Code. 

"Administrative Expenses" means any or all of the following: the actual or reasonable estimated 
costs of the Fiscal Agent (including any fees or expenses of its counsel), the expenses of the City in 
carrying out its duties under the Agreement (including. but not limited to, the levying and collection of 
the Special Taxes) including the fees and expenses of its counsel, an allocable share of the salaries nf City 
staff directly related thereto and a proportionate amount of City general administrative cverhead related 
thereto. any amounts paid by the City from its general funds pursuant to the Fiscal Agent Agreement, the 
fees and expenses of the Financial Advisor, and all other costs and expenses of the City or the Fiscal 
Agent incurred in connection with the discharge of their respective duties and, in the case of the City, in 
any way related lo the administration of the District. 

"Administrative Expense Fund" means the fund by that name established under the Fiscal Agent 
Agreement. 

"Agreement" means the Fiscal Agent Agreement, as it may be amended or supplemented form 
time to time by any Supplemental Agreement adopted pursuant to the provisions of the Fiscal Agent 
Agreen1ent. 

''Annual Debt Service" means. for each Bond Year, the sum of (i) the interest due on the 
Outstanding Bonds in such Bond Year, assuming that the Outstanding Bonds are retired a,. scheduled. and 
(ii) the principal amount of the Outstanding Bonds scheduled to be paid. 

"Appraisal" means the appraisal of the estimated market values of the properties within the 
District prepared by rpa Wakefield & Hopper. Inc. dated November I, 2006. 

"Acquisition!Financing Agreement" means the Acquisition Financing Agreement by and between 
the City and the Developers named therein, relating to the District, as such agreement may be amended. 

"Auditor" means the Auditor-Controller of the County of Merced. 

"Authorized Officer" means any officer or employee of the City authorized by the City Council 
or by an Authorized Officer to undertake the action referenced in the Agreement as required lo be 
undertaken by an Authorized Officer. 

"Bond Counsel" means any attorney or firm of attorneys acceptable to the City and nationally 
recognized for expertise in rendering opinions as to the legality and tax-exempt status of securities issued 
by public entities. 

"Bond Fund" means the fund by that name established under the Fiscal Agent Agreement. 

C-1 



"Bond Year" means the period beginning on the Closing Date and ending on September I, 2007 
and thereafter the period beginning on each September 2 and ending on the following September 1. 

"Business Day" means any day other than (i) a Saturday or a Sunday or (ii) a day on which 
banking institutions in the State of California or in any state in which the Fiscal Agent has its Principal 
Office are authorized or obligated by law or executive order to be closed. 

"Capitalized Interest Subaccount" means the subaccount by that name established in the Interest 
Account in the Bond Fund under the Fiscal Agent Agreement. 

"City" means the City of Merced. 

"City Council" means the City Council of the City. 

"Closing Date" means the date upon which there is an exchange of the Bonds for the proceeds 
representing payment of the purchase price of the Bonds by the Original Purchaser. 

"Code" means the Internal Revenue Code of 1986, as amended. 

"Completion Date" shall mean the earlier of a date that is three years after the Closing Date or a 
date upon which the City gives notice to the Fiscal Agent that the Project is complete. 

"Continuing Disclosure Agreement" means the Continuing Disclosure Agreement between the 
City and the Fiscal Agent, as Dissemination Agent thereunder, dated as of the Closing Date, as originally 
executed and as it may be amended from time to time in accordance with the terms thereof. 

"Costs of Issuance" means items of expense payable or reimbursable directly or indirectly by the 
City and related to the authorization, sale and issuance of the Bonds, which items of expense shall 
include, but not be limited to, printing costs, costs of reproducing and binding documents, including but 
not limited to the preliminary official statement and official statement regarding the Bonds, closing costs, 
filing and recording fees, initial fees and charges of the Fiscal Agent including its first annual 
administration fee and the fees of its counsel, expenses incurred by the City in connection with the 
issuance of the Bonds and the formation of the District, Bond (underwriter's) discount, legal fees and 
charges, including the fees of Bond Counsel and counsel to the Underwriter, Financial Advisor's fees, 
appraiser's fees and costs, Tax Consultant's fees and costs, charges for authentication, transportation and 
safekeeping of the Bonds and other costs, charges and fees in connection with the foregoing. 

"Costs of Issuance Fund" means the fund hy that name established under the Fiscal Agent 
A.&rrcc1uent. 

"Debt Service" means the amount of interest and principal payable on the Bonds scheduled to be 
paid during the period of computation, excluding amounts payable during such period which relate to 
principal of the Bonds which are scheduled to be retired and paid before the beginning of such period. 

"Defeasance Securities" means, for purposes of dcfcasance, the following: 

(i) United States Treasury Certificates, Notes and Bonds (including State and Local 
Government Series "SLGs"): 

(ii) Direct obligations of the United States Treasury which have been stripped by the 
Treasury itself, CATS, TIGRS and similar securities: 
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(iii) Resolution Funding Corporation (REFCORP) obligations; provided that only the 
interest component of REFCORP strips which have been stripped by request of the Federal 
Reserve Bank of New York in book-entry form arc acceptable; 

(iv) Pre-refunded municipal bonds rated "Aaa" by Moody's and "AAA" by Standard 
& Poor's; provided, however, that if the issue is only rated by Standard & Poor's (i.e., there is no 
Moody's rating), then the pre-refunded bonds must have been pre-refunded with cash, direct 
United Stales or United Slates guaranteed obligations, or "AAA" rated pre-refunded municipal 
bonds;and 

(v) Obligations issued by the following agencies which are backed by the full faith 
and credit of the United States of America: 

(a) U.S. Export-Import Bank 
Direct obligations or fully guaranteed certificates of hcncficial ownership 

(h) Farmers Home Administration 
Certificates of beneficial ownership 

( c) Federal Financing Bank 

(d) General Services Administration 
Participation certificates 

(e) United States Maritime Administration 
Guaranteed Title XI financing 

(I) United States_ Department of Housing and Urbal]_ l2!0'rlo_pment 
Project notes 
Local Authority Bonds 
New Communities Debentures - United States government guaranteed 
debentures 
United States Public Housing Notes and Bonds - United States 
government guaranteed public housing notes and bonds_ 

"Developed Property" has the meaning given to such term in the Rate and Method of 
Apportionment of Special Taxes adopted on 1he date the District was formed. 

"Developer Disclosure Agreement" means the continuing disclosure agreement lo be entered into 
between the Fiscal Agent, as dissemination agent, and the owner and developer of property within the 
District. 

"District Value" means (i) the fair market value, as of the date of the appraisal provided for 
below, of all parcels of property in the District that are subject to the levy of the Special Taxes and not 
delinquent in the payment of any Special Taxes then due and owing, including with respect lo such non
delinquent parcels the value of the then existing improvements thereon, as determined by reference to (i) 
an appraisal performed within ninety (90) days preceding the date of such determination by an appraiser 
selected and employed by the City based upon a methodology of valuation consistent with the Appraisal; 
or (ii) in the alternative, the full cash value of any or all of such non-delinquent parcels and the 
improvements thereon as set forth on the then current assessment roll of the County Assessor of the 
County of Merced. 

"Exempt Property" has the meaning given to such term in the Rate and Method of Apportionment 
of Special Taxes adopted on the date the District was formed. 
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"Federal Securities" means any of the following which at the time of investment arc legal 
investments under the laws of the State of California for the moneys proposed to be invested therein: 

(i) Cash; and 

(ii) Direct general obligations of (including obligations issued or held in book entry 
form on the books of the Department of the Treasury of the United States of America and CATS 
and TIGRS), or obligations. the payment of principal of and interest on which is unconditionally 
guaranteed by the United States of America. 

"Financial Advisor" means an independent financial consulting firm appointed by the City to 
advise the City as to financial matters relating to the Bonds. 

"Fiscal Agent" means U.S. Bank National Association, the Fiscal Agent appointed by the City, 
acting as an independent fiscal agent with the duties and powers specified in the Agreement, provided, its 
successors and assigns, and any other corporation or association which may at any time be substituted in 
its place, as provided in the Fiscal Agent Agreement. 

"Fiscal Year" means the twelve-month period extending from July l in a calendar year to June 30 
of the succeeding year, both dates inclusive. 

"Improvement Fund" means the fund by that name established under the Fiscal Agent 
Agreement. 

"Independent Financial Consultant" means a firm of certified public accountants, a financial 
consulting firm, a consulting engineering firm or engineer which is not an employee of, or otherwise 
controlled by, the City. 

"Information Services'' means Bloomberg Municipal Repositories, P.O. Box 840, Princeton, New 
Jersey, 08542-0840; DPC Data Inc., One Executive Drive, Fort Lee, New Jersey, 07024; Interactive Data, 
100 Williams Street, New York, New York, 10038, Attention: Repository; Standard & Poor's J, l Kenny 
Repository, 55 Waler Street, 4511

' Floor, New York, New York, 10041: and, in accordance with then 
current guidelines of the Securities and Exchange Commission, such other services providing information 
with respect to called bonds as the City may designate in an Officer's Certificate delivered to the Fiscal 
Agent. 

"Interest Account" means the account by that name established in the Bond Fund. 

''Interest Payment Dates" means March I and September 1 of each year, commencing March I, 
2007, until the maturity or redemption of all Outstanding Bonds. 

"Investment Earnings" means all interest earned and any gains and losses on the investment of 
moneys in any fund or account created by the Agreement, excluding interest earned and gains and losses 
on the investment of moneys in the Rebate Fund. 

"Maximum Annual Debt Service" means the largest Annual Debt Service for any Bond Year 
after the calculation is made through the final maturity date of any Outstanding Bonds. 

"Moody's" shall mean Moody's Investors Service, a national rating service with offices in New 
York, New York. 

"Officer's Certificate" means a written certificate of the City signed by an Authorized Officer of 
the City. 

C-4 



"Ordinance" means any ordinance of the City or resolution of the City Council levying the 
Special Taxes. 

"Original Purchaser" means the first purchaser of the Bonds from the City. 

"Outstanding,'' when used as of any particular time with reference to the Bonds. means (suhjcct 
to the provisions of the Fiscal Agent Agreement) all Bonds except: 

(i) Bonds theretofore canceled hy the Fiscal Agem or surrendered to the Fiscal 
Agent for cancellation: 

(ii) Bonds called for redemption which, for the reasons specified in 1:he Fiscal Agenl 
Agreement, are no longer entitled to any benefit under the Agreement other than the nght to 
receive payment of the redemption price therefor: 

(iii) . Bonds paid or deemed to have been paid within the meaning of the Fiscal Agent 
Agreement: and 

(iv) Bonds in lieu of or in substitution for which other Bonds ;,hall haw been 
authorized, executed, issued and delivered by the City and authenticated by the Fiscal Agent 
pursuant to the Agreement or any Supplemental Agreement. 

"Owner" means any person who shall be the registered owner of any Outstanding Bernd. 

"Permitted Investments" means: 

(i) Federal Securities: 

(ii) Bonds, debentures. notes or other evidence of indebtedness issued or guaranteed hy any 
of the following federal agencies and provided such ohligations arc hacked hy the full faith and credit of 
the United States of America (stripped securities are only permitted if they have been stripped by the 
agency itself): 

(a) U.S. Export-Import Bank 
l)irect obligations or fully guaranteed certificates of hcncficial ownership 

(h) Farmers Home Administration 
Certificates of beneficial ownership 

(c) Federal Financing Bank 

(d) Federal Housing Administration Debentures 

(c) General Servic~sAdministration 
Participation certificates 

(f) G_2vernment National Mortgage Association (GNMA) 
GNMA - guaranteed mortgage-backed bonds 
GNMA - guaranteed pass-through obligations 

(g) U.S. MaritimcAdministration 
Guaranteed Title XI financing 

(h) U.S,_J)s-lli!rtmcnt of Housing and Urban Development 
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Project Notes 
Local Authority Bonds 
New Communities Debentures - United States government guaranteed 
debentures 
U.S. Public Housing Notes and Bonds United States government 
guaranteed public housing notes and bonds; 

(iii) Bonds, debentures, notes or other evidence of indebtedness issued or guarameed by any 
of the following non-full faith and credit United States government agencies (stripped securities are only 
permitted if they have been stripped by the agency itself): 

(a) federal Home L9an Bank System 
Senior debt obligations 

(b) Federal Home Loan Mortgage Corporati<ll! 
Participation Certificates 
Senior debt obligations 

(c) Federal National Mortgage Association 
Mortgage-hacked securities and senior debt obligations 

(d) Student Loan Marketing Association 
Senior debt obligations 

(e) Resolution Funding Corporl!.tion 
(REFCORPJ obligations 

(f) Fann Credit System 
Consolidated systemwide bonds and notes: 

(iv) Money market funds registered under the Federal Investment Company Act of 1940, 
whose shares are registered under the Federal Securities Act of 1933, and having a rating by Standard & 
Poor's of "AAAm-G," "AAA-m" or "AA-m" and, if rated by Moody's. rated "Aaa," "'Aal"' or "Aa2" by 
Moody's, including funds for which the Fiscal Agent, its parent holding company, if any, or any affiliates 
or subsidiaries of the Fiscal Agent or such holding company provide investment management or other 
1nanagc1nent services: 

(v) Certificates of deposit secured at all times by collateral described in clauses (i) and/or (ii) 
above. Such certificates must he issued hy commercial hanks, including the Fiscal Agent and its 
affiliates, savings and loan associations or mutual savings banks. The collateral must be held by a third 
patty and the Fiscal Agent on behalf of the Owners of the Bonds must have a perfected first security 
interest in the collateral: 

(vi) Certificates of deposit. savings accounts, deposit accounts or money market deposits 
which arc fully insured by FDIC, including BIF and SAIF including those that may he issued or provided 
by the Fiscal Agent and its affiliates: 

(vii) Investment agreements with domestic or foreign banks, insurance companies or 
corporations the long-term debt or claims paying ability of which or, in the case of a guaranteed 
corporation, the long-term debt of the guarantor. or, in the case of a monoline financial guaranty 
insurance company, the claims paying ability or financial strength, of the guarantor is rated in at least the 
double A category by Standard & Poor's and Moody's: provided that, by the terms of the investment 
agree1nent: 
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(a) interest payments arc to he made to the Fiscal Agent at times and in amounts as 
necessary to pay Debt Service on the Bonds (if the funds invested pursuant to the investment 
agreement are from the Reserve Fund); 

(b) the investment agreement shall provide that 1he invested funds a'.e available for 
withdrawal without penalty or premium at any time upon not more than seven (7) days' prior 
notice (The City and the Fiscal Agent shall give or cause to he given notice in accordance with 
the tertns of the invcst1nent agrcc1ncnt so as to receive funds thereunder with no penalty or 
premium payable.): 

(c) the invcstn1ent agree1nen1 shall provide that it is the unconditional and general 
obligation of. and is not subordinated to any other obligation of, the provider thereof: 

(d) the City and the Fiscal Agent receive the opinion or domestic counsel (which 
opinion shall be addressed to the City and the Fiscal Agel1l) that such investment agreement is 
legal. valid, binding and enforceable upon the provider in accordance with its terms and of 
foreign counsel (ir applicable) in form and substance acceptable, and addressed to, the City and 
the Fiscal Agent; 

(e) the investment agreement shall provide that if during its term 

(I) the provider's (or its guarantor's) rating by either Standard & Poor's or 
Moody's falls below "AA-" or "Aa3", respectively, the provider shall, at its option, 
within ten ( 10) days of receipt of publication of such downgrade, either (i) collateralize 
the investment agreement by delivering or transferring in accordance with the applicable 
state and federal laws (other than by means of entries on the provider's books) 10 the 
City, the Fiscal Agent or a third party acting solely as agent therefor (the "Hokier of the 
Collateral") collateral free and clear of any third-party liens or claims, the market value 
of which collateral is maintained al one hundred four percent ( 104%) of securities 
identified in clauses (i) and (ii) of this definition: or (ii) assign the investment agreement 
and all of its obliga1ions thereunder to a financial institution mutually acceptable to the 
Provider, the City and the Fiscal Agent which is rated either in the first or second highest 
category by Standard & Poor·s and Moody's; and 

(2) tht~ provider's (or its guarantor's) rating hy either Slandard & Ponr's or 
Moody's is withdrawn or suspended or falls below "A-" or "A3", respectively, the 
provider must, at the direction of the City or the Fiscal Agent, within ten ( 10) days of 
receipt of such direction. repay the principal of and accrued bur unpaid imerest on the 
invested fonds, in either case with no penalty or premium to the City or the Fiscal Agent: 
and 

(I) the investment agreement shall provide and an op1mon of counsel shall be 
rendered, in the event collateral is required to be pledged by the provider under the terms of the 
investment agreement at the time such collateral is delivered, that the Holder of tho Collateral has 
a perfected first priority security interest in the collateral, any substituted collateral and all 
proceeds thereof (in the case of bearer securities, this shall mean the Holder of the Collateral is in 
possession of such collateral): and 

(g) the invcstmem agreement shall provide that if during its term 

(I) the provider shall default in its payment obligations. the provider's 
obligations under the investment agreement shall, at the direction of the C,ty or the Fiscal 
Agent, be accelerated and amounts invested and accrued but unpaid interest thereon shall 
be paid to the City or the Fiscal Agent, as appropriate; and 
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(2) the provider shall become insolvent, not pay its debts as they become 
due, he declared or petition to be declared bankrupt, etc. ("event of insolvency"), the 
provider's obligations shall automatically be accelerated and amounts invested and 
accrued but unpaid interest thereon shall be paid to the City or the Fiscal Agent. as 
appropriate; 

(viii) Commercial paper rated, at the time of purchase, "Prime l" by Moody's and "A-1" or 
better by Standard & Poor' s; 

(ix) Bonds or notes issued by any state or municipality which arc rated by Moody's and 
Standard & Poor's in one of the two highest rating categories assigned hy them; 

(x) Federal funds or hankers acceptances with a maximum term of one year of any hank, 
including the Fiscal Agent and its affiliates, which has an unsecured, uninsured and unguaranteed 
obligation rating of "Prime - I" or "A3" or better by Moody's and "A- I" or better by Standard & Poor's; 

(xi) Repurchase agreements which satisfy the following criteria: 

(a) Repurchase agreements must be between the City or the Fiscal Agent and an 
entity which is: 

(I) A primary dealer on the Federal Reserve reporting dealer list which is 
rated "A" or better by Standard & Poor' s and Moody's, or 

(2) A bank rated "A" or above by Standard & Poor's and Moody's; or 

(3) A corporation the long-term debt or claims paying ability of which, or in 
the case of a guaranteed corporation, the long-term debt of the guarantor, or, in the case 
of a monoline financial guaranty insurance company, the claims paying ability or 
financial strength of the guarantor, is rated in at least the double A category by Standard 
& Poor's and Moody's. 

(b) The written agreement must include the following: 

( l) Securities which are acceptable for transfer are: 

(A) direct obligations of the United States government, or 

(B) obligations of federal agencies backed by the full faith and credit of the 
United States of America (or the Federal National Mortgage Association (FNMA) or the 
Federal Home Loan Mortgage Corporation (FHLMC)), 

(2) The collateral must be delivered to the City or the Fiscal Agent (if the 
Fiscal Agent is not supplying the collateral) or a third party acting as agent for the Fiscal 
Agent (if the Fiscal Agent is supplying the collateral) before or simultaneous with 
payment (perfection by possession of certificated securities), 

(3) (A) The securities must be valued weekly, marked-to-market at current 
market price plus accrued interest, and 

(B) The value of the collateral must be at least equal to one hundred four percent 
( I 04%) of the amount of money transferred by the Fiscal Agent to the dealer, bank or 
corporation under the agreement plus accrued interest. If the value of the securities held 
as collateral is reduced below one hundred four percent (104%) of the value of the 

C-8 



amount of money transferred by the Fiscal Agent, then additional acceptable securities 
and/or cash must be provided as collateral to bring the value of the collateral to one 
hundred four percent ( I 04% ); provided, however, that if the securities used as collateral 
are those of FNMA or PHLMC, then the value of the collateral must equal to one 
hundred five percent ( !05%) of the amount of money transferred by the Fiscal Agent; 

(xii) Forward delivery agreements (FDA) or forward purchase and sale agreements (FPSA) 
having as the underlying investment property investments of the type which are identified in clauses (i), 
(ii), (iii) or (viii) above; and 

(xiii) the Local Agency Investment Fund in the State Treasury of the State of California as 
permitted by the State Treasurer pursuant to Section 16429.1 of the California Government Code. 

"Principal Account" means the account by that name established in the Bond Fund. 

"Principal Office" means the principal corporate trust office of the Fiscal Agent ai: One California 
Street, Suite 2100, San Francisco, CA 94111 or such other addresses may be specified in writing by the 
Fiscal Agent; provided, however, that for purposes of the transfer, registration, exchange, payment and 
surrender of Bonds "Principal Office" means the office or agency of the Fiscal Agent at which, at any 
time, its corporate trust agency business shall he conducted or such other office or address as may be 
specified in writing by the Fiscal Agent. 

"Proceeds," when used with reference to the Bonds, means the aggregate principal amount of the 
Bonds, plus accrued interest and premium, if any, less original issue discount, if any. 

"Project" means the public facilities which are authorized to be financed with the proceeds of the 
Special Taxes and the sale of the Bonds of the District, as described in Resolution No. 2006-78 adopted 
by the City Council on July 3, 2006. 

"Rebate Certificate" means the certificate delivered by the City upon the delivery of the Bonds 
relating to Section 148 of the Code, or any functionally similar replacement certificate. 

"Rebate Fund" means the fund by that name established under the Fiscal Agent Agreement. 

"Record Date" means the fifteenth ( 15th) day of the month next preceding the applicable Interest 
Payment Date whether or not such day is a Business Day. 

"Regulations" means the temporary and permanent regulations of the United States Department 
of the Treasury promulgated under the Code. 

"Representation Letter" means the representation letter which the City has delivered to The 
Depository Trust Company ("OTC") with respect to the utilization of the book-entry system maintained 
by OTC for the issuance and registration of bonds. 

"Reserve Fund" means the fund by that name established under the Fiscal Agent Agreement. 

"Reserve Requirement" means, as of the date of calculation, the lesser of (i) ten percent (I 0%) of 
the Proceeds of the sale of the Bonds, (ii) Maximum Annual Debt Service on the Bo:1ds or (iii) 125 
percent of average Annual Debt Service on the Bonds, as determined by the City. 

"Resolution" means the resolution of issuance adopted by the City Council on November 6, 2006. 
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"Securities Depositories'' means The Depository Trust Company, 55 Water Street, 50'h Floor, 
New York, New York, 10041-0099, Call Notification Department, Fax (212) 855-7232, and. in 
accordance with then current guidelines of the Securities and Exchange Conunission, such other securities 
depositories as the City may designate in an Officer's Certificate delivered to the Fiscal Agent. 

"Special Taxes" or "Special Tax" means the special taxes levied by the City Council in any Fiscal 
Y car on parcels of taxable property within the District pursuant to the Act and the Agreement. 

"Special Tax Fund" means the fund by that name established under the Fiscal Agent Agreement. 

"Special Tax Prepayments" means amounts received by the City as prepayments of all or a 
portion of the Special Tax obligation of a parcel of property in the District. 

"Special Tax Prepayments Account" means the account by that name established by the Fiscal 
Agent in the Bond Fund under the Fiscal Agent Agreement. 

"Special Tax Revenues" means the proceeds of the Special Taxes received by the City, including 
any scheduled payments, interest and penalties thereon and proceeds of the redemption or sale of property 
sold as a result of foreclosure of the lien of the Special Taxes in the amount of said lien and interest and 
penalties thereon. 

"Standard & Poor's" shall mean Standard & Poor's Ratings Services, a division of The McGraw
Hill Companies, Inc., a national rating service with offices in New York, New York. 

"Subdivided Property" means a parcel of property in the District for which a subdivision or parcel 
map creating lots or parcels upon which dwelling units are expected lo be constructed has been recorded 
with the County Recorder of the County of Merced. 

"Supplemental Agreement" means an agreement entered into by and between the City and the 
Fiscal Agent amending and supplementing the Agreement as permitted by the Agreement. 

"Surplus Account" means the account by that name established in the Special Tax Fund under the 
Fiscal Agent Agreement. 

"Tax Consultant" means an engineer or financial consultant or other such person or firm with 
expertise in the apportionment and levy of special taxes in community facilities districts which is 
employed by the City to assist the City in levying the Special Taxes. 

"Undeveloped Property'' has the meaning given to such term in the Rate and Method of 
Apportionment of Special Taxes adopted on the date the District was formed. 

"Value of Undeveloped Property" means (i) the fair market value, determined by an appraisal 
performed within ninety (90) days preceding the date of such determination by an appraiser selected and 
employed by the City and based upon a methodology of valuation consistent with the Appraisal of the 
parcels of Undeveloped Property in the District; or (ii) in the alternative, the full cash value of any or all 
of such parcels as set forth on the then current assessment roll of the County Assessor of the County of 
Merced; provided, however, that the Value of Undeveloped Property shall not include the value of any 
parcels that have a value, determined under (i) or (ii) above, that is less than two and one-half (2Y2) times 
the Direct and Overlapping Debt allocable to such parcels. 
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Transfer, Exchange and Lost Bonds 

Transfer of Bonds. Any Bond may, in accordance with its terms. be transferred, upon the books 
required to be kept pursuant to the provisions of the Fiscal Agent Agreement, by the person in whose 
name it is registered, in person or by his duly authorized attorney, upon surrender of such Bond for 
cancellation at the Principal Office of the Fiscal Agent, accompanied by delivery of a duly executed 
written instrument or transfer in a form acceptable lo the Fiscal Agent. The cost for any services rendered 
or any expenses incurred by the Fiscal Agent in connection with any such transfer shall be paid by the 
District. The Fiscal Agent shall collect from the Owner requesting transfer of a Bond any tax or other 
governmental charge required to be paid with respect to such transfer. Whenever any Hond or Bonds 
shall be surrendered for transfer, the City shall execute and the Fiscal Agent shall authenticate and deliver 
a new Bond or Bonds of like aggregate principal amount. No transfers of Bonds shall be required lo be 
made (i) during the fifteen (15) days preceding the date established by the Fiscal Agent for selection of 
Bonds for redemption, or (ii) with respect lo Bonds which have been selected for redemption. 

Exchange of Bond_;;. Bonds may be exchanged at the Principal Office of the Fiscal Agent only for 
a like aggregate principal amount of Bonds of authorized denominations and or the same maturity and 
interest rate. The cost for any services rendered or any expense incurred by the Fiscal Agent in 
connection with any such exchange shall be paid by the District. The Fiscal Agent shall collect from the 
Owner requesting exchange of a Bond any tax or other governmental charge required lo be paid with 
respect lo such exchange. No exchanges of Bonds shall be required to be made (i) during the fifteen ( 15) 
days preceding the date established by the Fiscal Agent for selection of Bonds for redemption, or (ii) with 
respect to Bonds which have been selected for redemption. 

Bond RegisteJ. The Fiscal Agent shall keep, or cause to be kept, at its Principal Office sufficient 
books for the registration and transfer of the Bonds which books shall show the series. number, CUSIP 
identification number, dale of issuance. amount. rate of interest and Owner of each Bond and shall at all 
times be open lo inspection by the City during regular business hours upon reasonable notice; and, upon 
presentation for such purpose, the Fiscal Agent shall. under such reasonable regulations as it may 
prescribe, register or transfer or cause to be registered or transferred, on said books, the ownership of the 
Bonds as provided in the Agreement. 

Tempo[ary Bonds. The Bonds may be initially issued in temporary form exchangeable for 
definitive Bonds when ready for delivery. The temporary Bonds may be printed, lithographed or 
typcwrillcn, shall be of such deno1ninations as may be determined by the City, and 1nay conlain such 
reference to any of the provisions of the Agreement as may be appropriate. Every temporary Bond shall 
be executed by the City upon the same conditions and in substantially the same manner a, the definitive 
Bonds. If the City issues temporary Bonds it will execute and furnish definitive Bonds without delay and 
thereupon the temporary Bonds shall be surrendered, for cancellation, in exchange for the definitive 
Bonds at the Principal Office or the Fiscal Agent or at such other location as the Fiscal Agent shall 
designate, and the Fiscal Agent shall authenticate and deliver in exchange for such temporary Bonds an 
equal aggregate principal amount of definitive Bonds of authorized denominations. Until so exchanged, 
the temporary Bonds shall be entitled to the same benefits under the Agreement as definitive Bonds 
authenticated and delivered under the A1c,'feement. 

Bonds Mutil'[t~d, Lost, Destroyed or S_1t,_len. If any Bond shall become mutilated, the City, at the 
expense of the Owner of said Bond, shall execute, and the Fiscal Agent shall authenticate and deliver, a 
replacement Bond of like tenor and principal amount in exchange and substitution for the Bond so 
mutilated, but only upon surrender to the Fiscal Agent of the Bond so mutilated. Every mutilated Bond 
so surrendered to the Fiscal Agent shall be canceled and destroyed by the Fiscal Agent. If any Bond shall 
be lost, destroyed or stolen, evidence of such loss, destruction or theft may be submitted to the Fiscal 
Agent and, if such evidence be satisfactory to it and indemnity satisfactory to it shall be given, the C:1ty, at 
the expense of the Owner, shall execute, and the Fiscal Agent shall authenticate and deliver, a 
replacement Bond of like tenor and principal amount in lieu of and in substitution for the Bond so lost, 



destroyed or stolen. The City or Fiscal Agent may require payment of a sum not exceeding the actual cost 
of preparing each replacement Bond delivered under the Agreement and of the expenses which may be 
incurred by the City and the Fiscal Agent for the preparation, execution, authentication and delivery 
thereof. Any Bond delivered under the provisions of the Agreement in replacement of any Bond alleged 
to be lost, destroyed or stolen shall constitute an original additional contractual obligation of the District 
whether or not the Bond so alleged to be lost, destroyed or stolen is at any time enforceable by anyone, 
and shall be equally and proportionately entitled to the benefits of the Agreement with all other Bonds 
issued pursuant to the Agreement. 

Application of Proceeds of Sale of Bonds 

The Proceeds of the sale of the Bonds to the Original Purchaser shall be paid to the Fiscal Agent, 
who shall forthwith set aside, pay over and deposit such Proceeds on the Closing Date in the following 
funds: 

• the Reserve Fund; 

• the Costs of Issuance Fund; 

• the Improvement Fund; and 

• the Capitalized Interest Subaccount. 

Improvement Fu11<.1. (A) There is estahlished under the Agreement, as a separate account to be 
held by the Fiscal Agent, the "Community Facilities District No. 2006-1 of the City of Merced Special 
Tax Bonds Improvement Fund" to the credit of which a deposit shall be made as required by the Fiscal 
Agent Agreement. Moneys in the Improvement Fund shall be held by the Fiscal Agent for the benefit of 
the City, and shall be disbursed, except as otherwise provided in the Agreement, for the payment or 
reimbursement of the costs of the design, acquisition and construction of the Project. 

(B) Procedure for Disbursement. Disbursements from the Improvement Fund shall be made 
by the Fiscal Agent in accordance with the Acquisition/Financing Agreement and upon receipt of an 
Officer's Certificate which shall: 

(i) set forth the amount required to be disbursed, the purpose for which the 
disbursement is to be made and the person to which the disbursement is to be paid; and 

(ii) certify that no portion of the amount then being requested to be disbursed was set 
forth in any Officer's Certificate previously filed with the Fiscal Agent requesting disbursement, 
and that the amount being requested is an appropriate disbursement from the Improvement Fund. 

(C) lnv~~tment. Moneys in the Improvement Fund shall be invested and deposited in 
accordance with the Fiscal Agent Agreement. Investment Earnings with respect to the Improvement 
Fund shall be retained by the Fiscal Agent in such fund to be used for the purposes of such fund. 

(D) Closing ol Fund. Upon the filing of an Officer's Certificate stating that the construction 
and acquisition of the Project has been completed in accordance with the Acquisition/Financing 
Agreement and that all costs of the Project have been paid or are not required to be paid from the 
Improvement Fund, and further stating that moneys on deposit in the Improvement Fund arc not needed 
to complete the Project or reimburse the cost thereof, the Fiscal Agent shall transfer the amount, if any, 
remaining in the Improvement Fund to the Principal Account of the Bond Fund to be used to pay the 
principal of the Bonds, and the Improvement Fund shall be closed. Notwithstanding the preceding 
provisions of this subsection, the Improvement Fund shall be closed if all amounts of deposit therein are 
disbursed pursuant to Subsection (B) above. 
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(E) orncer's CerlifLcate. Upon receipt of an Officer's Certificate delivered pursuant to the 
Fiscal Agent is aulhori,ed to act thereon without further inquiry and shall not be responsible for the 
accuracy of the statements made in such Officer's Certificate or the application of the funds disbursed 
pursuant thereto, and shall be absolutely protected and incur no liability in relying on such Officer's 
Certificate. 

Special Tax Fund 

(A) Establishment or Special_Tax_Fund. The Agreement establishes, as a separate account to 
be held by the Fiscal Agent. the "Community Facilities District No. 2006-1 of the City of \1erced Special 
Tax Bonds Special Tax Fund" to the credit or which the City shall deposit not later than ten ( I 0) Business 
Days after receipt. all Special Tax Revenues received by the City. The Agreement also establishes in the 
Special Tax Fund as a separate account. to be held by the Fiscal Agent, the "Surplus Account" to the 
credit of which amounts shall be deposited as provided in the Fiscal Agent Agreement. Moneys in the 
Special Tax Fund. and all accounts therein. shall be held in trust hy the Fiscal Agent for the benefit of the 
City and the Owners or the Bonds, shall be disbursed as provided below and, pending disbursement. shall 
be subject to a lien in favor or the Owners of the Bonds. 

Notwithstanding the foregoing. any amounts received by the City which constitute Special Tax 
Prepayments shall be transferred by the City not later than ten (10) Business Days after receipt to the 
Fiscal Agent for deposit by the Fiscal Agent in the Special Tax Prepayments Account established 
pursuant to the Fiscal Agent Agreement. 

(B) Disbursements. As soon as practicable after the receipt from the City of any Special Tax 
Revenues. but no later than ten (10) Business Days after such receipt, the Fiscal Agent shall withdraw 
from the Special Tax Fund and deposit in the Administrative Expense Fund. an amount which is 
estimated hy the City. in a written communication from an Authorized Officer delivered to the Fiscal 
Agent (upon which the Fiscal Agent may conclusively rely) to be sufficient, together with the amount 
then on deposit in the Administrative Expense Fund, to pay the Administrative Expenses during the 
current Fiscal Year; provided. however. that the amount deposited in the Administrative Expense l'und 
prior to the deposits to the Interest Account and the Principal Account of the Bond Fund, as provided 
below, shall not exceed $45.000 for any Fiscal Year. From the amount then remaining o, deposit in the 
Special Tax Fund, the Fiscal Agent shall. concurrently with the foregoing deposit. deposit in the Reserve 
Fund the amounts. if any. which the City shall direct in a written communication from an Authorized 
Officer delivered to the Fiscal Agent (upon which the Fiscal Agent may conclusively rely), to be 
withdrawn from the Special Tax Fund to make the amount on deposit therein equal to the Reserve 
Requirement. Thereafter, the Fiscal Agent shall deposit in the Interest Account and the Principal Account 
of the Bond Fund, as provided in the Fiscal Agent Agreement, the entire remaining balance of the amount 
then on deposit in the Special Tax Fund. Notwithstanding the preceding provisions of this paragraph, if 
the amount of the Special Tax Revenues collected by the City for any Fiscal Y car is less than the total 
amount or the Special Taxes which were levied on parcels of taxable property in the District, the City 
shall not direct the Fiscal Agent to transfer any amount from the Special Tax Fund, for deposit in the 
Reserve Fund hut shall instead direct the Fiscal Agent to deposit the entire amount remaining in the 
Special Tax Fund. after the appropriate transfer to the Administrative Expense Fund, to the Interest 
Account and the Principal Account. If after such deposits arc made to the Administrative Expense Fund, 
the Interest Account and the Principal Account there are funds remaining on deposit in the Special Tax 
Fund, the City shall instruct the Fiscal Agent by an Officer's Certificate (upon which the Fiscal A.gent 
may conclusively rely) to transfer such amount from the Special Tax Fund to and deposit it in the Reserve 
Fund to the extent that the amount on deposit therein is less than the Reserve Requirement. Such 
Officer's Certificate shall specify the amount which is to be transferred from the Specia: Tax Fund and 
deposited in the Reserve Fund. 

Notwithstanding the preceding provisions or this subsection, if prior to the September I Interest 
Payment Date in any Bond Year the City determines that Special Tax Revenues will be sufficient to 
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enable the Fiscal Agent lo deposit in the Reserve Fund the amount, if any, which is necessary to make the 
amount on deposit therein equal to the Reserve Requirement and deposit in the Bond Fund the full 
amount required for deposit to the Interest Account and the Principal Account to pay the interest on and 
principal of the Bonds on such Interest Payment Date, the City may instruct the Fiscal Agent in an 
Officer's Certificate, upon which the Fiscal Agent may conclusively rely, to deposit an additional amount, 
not to exceed $90,000, in the Administrative Expense Fund before making the required deposit to the 
Bond Fund, and the Fiscal Agent shall deposit such additional amount in the Administrative Expense 
Fund before depositing any amount to the Reserve Fund or the Bond Fund. 

Prior to the Completion Dale, at the end of each Bond Year any remaining funds in the Special 
Tax Fund, which arc not required to cure a delinquency in the payment of principal and interest on the 
Bonds, to restore the Reserve Fund or to pay current and pending Administrative Expenses as set forth in 
the above referenced paragraph ("Excess Amounts"), shall he deposited in the Improvement Fund and 
used in accordance with the Fiscal Agent Agreement and shall he free and clear of any lien thereon or 
pledge under the Agreement; provided, any funds which arc required to cure any delinquency described 
above shall he retained in the Special Tax fund and expended or transferred, al the earliest possible date, 
for such purpose. After the Completion Date. all Excess Amounts shall he deposited to the Bond Fund. 

At the date of the redemption, dcfcasance or maturity of the last Bonds and after all principal and 
interest then due on any Bonds has been paid or provided for. all other covenants arc complied with and 
all fees and expenses of the Fiscal Agent have been paid, moneys in the Special Tax Fund, if any, will be 
transferred to the Improvement Fund by the Fiscal Agent and may be used to fund any remaining Projects 
authorized by the District. 

On or before the March I Interest Payment Date in each Bond Year, if the amount of other 
moneys which is on deposit in the Special Tax Fund is less than the amount of the interest on the Bonds 
which is due on such Interest Payment Dale, the Fiscal Agent shall transfer moneys from the Surplus 
Account, to the extent of moneys on deposit therein and available for transfer. to and deposit such moneys 
in the Interest Account of the Bond Fund in an amount not to exceed the deficiency in the amount of other 
moneys which are on deposit in the Special Tax Fund, and available for transfer to and deposit in the 
Interest Account to pay the full amount of the interest on the Bonds which is due and payable on such 
Interest Payment Date. On or before the September I Interest Payment Date in each Bond Year. if the 
amount of other moneys which is on deposit in the Special Tax Fund is less than the amount of the 
interest on and principal of the Bonds which is due on such Interest Payment Dale, the Fiscal Agent shall 
transfer moneys from the Surplus Account, to the extent of moneys on deposit therein and available for 
transfer, to and deposit such moneys in the Interest Account and the Principal Account in amounts not to 
exceed the amount of the deficiency in the amount of other moneys which arc on deposit in the Special 
Tax Fund, and available for transfer. to pay the full amount of the interest on and principal of the Bonds 
which is due and payable on such Interest Payment Date. On or before May 30 of each year, commencing 
on May 30, 2007 the Fiscal Agent shall notify the City of the amount which is then on deposit in the 
Surplus Account and of the aggregate amount of the principal of and ink'fest on the Bonds which will 
become due and payable on the following September l. 

On September 2 of each year, beginning on September 2, 2007, the amount, if any, on deposit in 
the Special Tax Fund (including the amount on deposit in the Surplus Account), together with the amount 
then on deposit in the Bond Fund (including the Principal Account therein but not including, however, the 
Interest Account or the Special Tax Prepayments Account), as determined by the City, shall not exceed 
the greater of (i) one year's earnings on such amounts, or (ii) one-twelfth (I/12th) of Annual Dehl Service 
for the then current Bond Year. If on September 2 of any year the amount on deposit in the Special Tax 
Fund (including the Surplus Account), together with the amount then on deposit in the Bond Fund (other 
than such excluded amounts), exceeds the maximum amount allowable pursuant to the preceding 
sentence, as determined by the City and communicated in writing by an Authorized Officer lo the Fiscal 
Agent (upon which the Fiscal Agent may conclusively rely), shall be transferred from the Special Tax 
Fund to and deposited in the Reserve Fund lo the extent that the amount on deposit therein is less than the 
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Reserve Rcquircrnenl. Any such excess remaining in the Special Tax Fund after any such amount is 
transferred from the Special Tax Fund to the Reserve Fund shall he transferred from the Special Tax Fund 
to and deposited in the Administrative Expense Fund. On Septcmhcr 2 of each year, after any such 
excess amount has heen transferred as hereinahove provided. the amount on deposit in the Special Tax 
Fund (including the Surplus Account). together with the amount then on deposit in the Bond Fund (other 
than such excluded amounts), shall not exceed in the aggregate the greater of (i) one yea(s earnings 
thereon. or (ii) one-twclrth (I/12th) of Annual Debt Service ror the then current Bond Year. The Fiscal 
Agent shall have no obligation to monitor the Citis obligations as set forth in this paragraph. 

(C) Investment. Moneys in the Special Tax Fund shall be invested and deposited in 
accordance with the Fiscal Agent Agreement. Investment Earnings shall be retained in the Special Tax 
Fund to he used for the purposes of such fund. 

Administratfre Expense Fund 

(A) Establishment of Administrative Expense Fund. The Agreement establishes, as a 
separate account to he held hy the Fiscal Agent the "Community Facilities District No. 2006-1 ,,f the 
City of Merced Special Tax Bonds Administrative Expense Pund" to the credit of which deposits shall be 
made as required by the Fiscal Agent Agreement. Moneys in the Administrative Expense Pund shall be 
held in trust by the Fiscal Agent for the benefit of the City, and shall be disbursed as provid~d below. 

(B) Disbursement. Amounts in the Administrative Expense Fund shall be withdrawn by the 
Fiscal Agent and paid to the City or its order upon receipt by the Fiscal Agent of an Offic,~r·s Certificate 
staling the amount lo he withdrawn, lhal such amounl is to he used to pay an Adn1inistrativc Expens1~ and 
the nature of such Administrative Expense. 

Annually. not later than the last day of each Fiscal Year, the Fiscal Agent shall withdraw any 
amount then remaining in the Administrative Expense Fund that has not been allocated by an Officer's 
Certificate received by the Fiscal Agent from the City to pay Administrative Expenses which are expected 
to be incurred in the succeeding Fiscal Year prior to the receipt by the City of Special Tax Revenues for 
such succeeding Fiscal Year and transfer such amount to the Special Tax Fund. 

(C) Investment. Subject to the provisions of paragraph (B) above. moneys in the 
Administrative Expense Fund shall be invested and deposited in accordance with the Fiscal Agent 
Agrcc1ncnl. Jnvcst1ncnt ... :arnings shall he retained by the J<iscal Agent in the Ad1n-inislrativc Expense 

Fund to be used for the purposes of such fund. 

Costs of lsrnance Fund 

(A) Establishment of Costs of Issuance Fund. The Agreement establishes. as a separate 
account to be held hy the Fiscal Agent. the "Community Facilities District No. 2006-1 or the City of 
Merced Special Tax Bonds Costs of Issuance Fund" to the credit of which a dcposil shall be made as 
required by the Fiscal Agent Agreement. Moneys in the Costs of Issuance Fund shall be held in trust by 
the Fiscal Agent and shall be disbursed as provided in subsection (B) below for the payment or 
reimbursement of Costs of Issuance. 

(B) Disbursement. Amounts in the Costs of Issuance Fund shall be disbursed to pay Costs of 
Issuance. as set forth in a requisition containing respective amounts to be paid to the desi;~nated payees, 
signed by an Authorized Officer and delivered to the Fiscal Agent concurrently wilh the delivery of the 
Flonds. The Fiscal Agent shall pay all Costs of Issuance upon receipt of an invoice from any such payee 
which requests payment in an amount which is less than or equal to the a111ount set forlh '-Vith respe·ct to 
such payee in such requisition, or upon receipt of an Officer's Certificate requesting payment of a Cost of 
Issuance not listed on the initial requisition delivered to the Fiscal Agent on the Closing Dale. The Fiscal 
Agent shall maintain the Costs of Issuance Fund for a period of ninety (90) days from the Closing Date 
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and shall then transfer and deposit any moneys remaining therein, including any Investment Earnings 
thereon, in the Improvement Fund. 

(C) lnvest!ficnt Moneys in the Cosls of Issuance Fund shall be invested and deposited in 
accordance with the Fiscal Agent Agreement. Investment Earnings shall be retained by the Fiscal Agent 
in the Costs of Issuance Fund to be used for the purposes of such fund. 

Pledge of Special Tax Revenues 

The Bonds shall be secured by a pledge of and lien upon (which shall be effected in the manner 
and to the extent provided in the Agreement) all of the Special Tax Revenues (except the initial amount, 
not to exceed $45,000. which will he deposited in the Administrative Expense Fund for each Fiscal Year 
pursuant to the Fiscal Agent Agreement) and all moneys deposited in the Bond Fund and all moneys 
deposited in the Reserve Fund. The Bonds shall he equally secured by a pledge of and lien upon the 
Special Tax Revenues and such moneys without priority for number, date of Bond, date of execution or 
date of delivery; and the payment of the interest on and principal of the Bonds and any premium upon the 
redemption of any thereof shall be and is secured by a pledge of and lien upon the Special Tax Revenues 
and such moneys. The Special Tax Revenues and all moneys deposited into such accounts are dedicated 
in their entirety to the payment of the principal of the Bonds, and interest and any premium on, the Bonds, 
as provided in the Agreement and in the Act, until all of the Bonds have been paid and retired or until 
moneys or Defeasancc Securities have been set aside irrevocably for that purpose in accordance with the 
Fiscal Agent Agreement. 

Bond Fund 

(A) Deposits. The Agreement establishes, as a separate account to be held by the Fiscal 
Agent, the "Community Facilities District No. 2006-1 of the City of Merced Special Tax Bonds Bond 
Fund" to the credit of which deposits shall be made as required by the Fiscal Agent Agreement and any 
other provision of the Agreement or the Act. There arc established in the Bond Fund, as separate 
accounts to be held by the Fiscal Agent, the "Interest Account" and the "Principal Account." The 
Agreement also establishes in the Bond Fund, as a separate account to be held by the Fiscal Agent, the 
"Special Tax Prepayments Account" to the credit of which deposits shall be made as required by the 
Fiscal Agent Agreement. There is also established in the Interest Account, as a separate subaccount to he 
held by the Fiscal Agent. the "Capitalized Interest Subaccount" to the credit of which a deposit shall be 
made as required by the Fiscal Agent Agreement. Moneys in the Bond Fund shall be held, in trust, by the 
Fiscal Agent for the benefit of the Owners of the Bonds, shall be disbursed for the payment of the 
principal of, and interest and any premium on, the Bonds as provided below, and, pending such 
disbursement, shall be subject to a lien in favor of the Owners of the Bonds. 

(B) Djsburscmcnts. On or before each Interest Payment Date, the Fiscal Agent shall transfer 
from the Special Tax Fund (including the Surplus Account) and deposit into the following respective 
accounts in the Bond Fund, the following amounts in the following order of priority, the requirements of 
each such account (including the making up of any deficiencies in any such account resulting from lack of 
Special Tax Revenues sufficient to make any earlier required deposit) at the time of deposit to be satisfied 
before any transfer is made to any account subsequent in priority: 

(I) Interest Acc.ount. On or before each Interest Payment Date, except the Interest 
Payment Date which occurs on September I. 2007. the Fiscal Agent shall deposit in the Interest 
Account an amount required to cause the aggregate amount on deposit in the Interest Account to 
equal the amount of interest becoming due and payable on the Bonds on such date. No deposit 
need be made into the Interest Account on any Interest Payment Date if the amount on deposit 
therein is at least equal to the interest becoming due and payable on the Bonds on such date. All 
moneys in the Interest Account shall be used and withdrawn by the Fiscal Agent solely for the 
purpose of paying the interest on the Bonds as it shall become due and payable (including accrued 
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interest on any Bonds redeemed prior to maturity). All amounts on deposit in the Interest 
Account (excepting the Capitalized Interest Subacrnunt) on the first day of any Bond Year, to the 
extent not required to pay any interest then having become due and payable on the Outstanding 
Bonds shall be withdrawn therefrom by the Fiscal Agent and transferred to the Surplus Account 

(a) Capitalized Interest SuhaccmmL On or before the Interest Payment Date 
which occurs on September I, 2007, the Fiscal Agent shall withdraw from the 
Capitalized Interest Suhaccount and transfer to the Interest Account rhe amount which is 
necessary, togelher with other available amounts therein. to rause the amount on deposit 
in the Interest Account to he equal to the amount of interest which is due and payable on 
the Outstanding Bonds on such Interest Payment Date. The amount, if any, on deposit in 
the Capitalized Interest Subaccount on September I, 2007 shall be withdrawn by the 
Fiscal Agent and transferred to the Surplus Account in the Special Tax fund and the 
Capitalized Interest Suhaccount shall he closed. 

(2) Principal~ccgimL On or before each Interest Payment Date which occurs on 
September I, the Fiscal Agent shall deposit in the Principal Account an amount required to muse 
the aggregate amount on deposit in the Principal Account to equal the principal amount of the 
Bonds becoming due and payable on such date pursuant lo the Fiscal Agent Agreement, or the 
redemption price of the Bonds (consisting of the principal amount thereof and any applicable 
redemption premium) required lo he redeemed on such date pursuant to any of the provisions of 
the Fiscal Agent Agreement. Except as otherwise provided in the Agreement. all moneys in the 
Principal Account shall be used and withdrawn by the Fiscal Agent solely for the purpose of 
(ii paying the principal of the Bonds al the maturity thereof, or (ii) paying the principal of and 
premium (if any) on any Bonds upon the redemption thereof pursuant to the Fiscal Agent 
Agreement. All amounts on deposit in the Principal Account on the first day of any Bond Year, 
to the extent not required lo pay the principal of any Outstanding Bonds then having become due 
and payable, shall he withdrawn therefrom by the Fiscal Agent and transferred lo the Surplus 
Account. 

On the first Business Day following each Interest Payment Dale, the Fiscal Agent shall transfer 
any moneys remaining on deposit in the Bond Fund (including the Interest Account and the Principal 
Account) other than moneys on deposit in the Special Tax Prepayments Account, as directed in writing by 
an Authorized Officer (upon which direction the Fiscal Agent may conclusively rely), to the Surplus 
Account. 

In the event that moneys on deposit in the Special Tax Fund, including moneys on deposit in the 
Surplus Account, will be insufficient on any Interest Payment Date for the Fiscal Agent to deposit the 
required amounts in the Interest Account and the Principal Account, as provided above, the Fiscal Agent 
shall deposit the available funds first to the Interest Account up to the full amount required to cause the 
aggregate amount on deposit therein lo equal the amount of interest becoming due and payable on the 
Bonds on the Interest Payment Date, and shall then deposit the remaining available funds in the Special 
Tax Fund lo the Principal Account up to the full amounl required to cause the aggregate amount on 
deposit therein to equal the amount, if any, of principal becoming due and payable on the Bonds on the 
Interest Payment Date. IL after making such deposits lo the Interest Account and the Principal Account, 
and after transferring moneys from the Reserve Fund to such accounts, as provided in the Fiscal Agent 
Agreement, the amount on deposit in the Principal Accounl is insufficient to pay the full amount or the 
principal of each of the Bonds which is to he redeemed on the Interest Payment Date, the Fiscal Agent 
shall make a prorated payment of the principal of each of such Bonds as specified in an Officer's 
Certificate provided lo the Fiscal Agent. 

On September 2 of each year, beginning on September 2. 2007, the amount, if any, on deposit in 
the Bond Fund (including the amount on deposit in the Principal Account but not including. however, the 
amounts on deposit in the Interest Account and the Special Tax Prepayments Account) as determined hy 
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the City, together with the amount then on deposit in the Special Tax Fund (including the Surplus 
Account), shall not exceed the greater of (i) one year's earnings on such amounts, or (ii) one-twelfth 
(]/12th) of Annual Debt Service for the then current Bond Year. If on September 2 of any year the 
amount on deposit in the Bond Fund ( other than such excluded amounts), together with the amounts then 
on deposit in the Special Tax Fund, exceeds the maximum amount allowable pursuant to the preceding 
sentence, the excess shall be transferred by the Fiscal Agent, as directed in writing by the City ( upon 
which the Fiscal Agent may conclusively rely), to the Reserve Fund to the extent that the amount on 
deposit therein is less than the Reserve Requirement, and any such excess remaining thereafter shall be 
transferred by the Fiscal Agent lo the Administrative Expense Fund. On September 2 of each year, after 
any such excess amount has been transferred as provided above, the amount on deposit in the Bond Fund 
(other than such excluded amounts), together with the amount then on deposit in the Special Tax Fund, 
shall not exceed the greater of (i) one year's earnings thereon, or (ii) one-twelfth (]/12th) of Annual Debt 
Service for the then current Bond Year. The Fiscal Agent shall have no obligation to monitor the City's 
obligations as set forth in this paragraph. 

(C) Special Tax~ Prepayments.~count Deposits and .Disbursements. Within ten ( LO) 
Business Days after receiving a Special Tax Prepayment the City shall deliver the amount thereof to the 
Fiscal Agent, together with an Officer's Certificate notifying the Fiscal Agent that the amount being 
delivered is a Special Tax Prepayment which is to be deposited in the Special Tax Prepayments Account. 
Upon receiving a Special Tax Prepayment from the City and such an Officer's Certificate, the Fiscal 
Agent shall deposit the amount of the Special Tax Prepayment in the Special Tax Prepayments Account. 
Such an Officer's Certificate may be combined with the Officer's Certificate which the City is required to 
deliver to the Fiscal Agent pursuant to the Fiscal Agent Agreement. In addition, moneys may be 
deposited to the Special Tax Prepayments Account pursuant to other provisions of the Fiscal Agent 
Agreement. Moneys on deposit in the Special Tax Prepayments Account shall be transferred by the 
Fiscal Agent to the Principal Account on the next date for which notice of the redemption of the Bonds 
can timely be given under the Fiscal Agent Agreement and shall be used to redeem the Bonds on the 
redemption date selected in accordance with the Fiscal Agent Agreement. Pending such transfer, the 
moneys on deposit in the Special Tax Prepayments Account shall be invested in Defeasance Securities at 
such yield as Bond Counsel shall determine is necessary to preserve the exclusion of interest on the 
Bonds from gross income for purposes of federal income taxation. Investment earnings on the moneys on 
deposit in the Special Tax Prepayments Account shall be retained in such account. 

(D) Investment. Except as provided in subsection (C) above, moneys in the Bond Fund, 
including all accounts therein, shall he invested and deposited in accordance with the Fiscal Agent 
Agreement. Investment Earnings shall be retained in the Bond Fund, except to the extent they are 
required to be deposited by the Fiscal Agent in the Rebate Fund in accordance with the Fiscal Agent 
Agreement. 

Amounts in the Bond Fund, including all accounts therein. shall also be withdrawn and deposited 
in the Rebate Fund as provided in the Fiscal Agent Agreement. 

Reserve Fund 

(A) Establishment of Fund. The Agreement establishes, as a separate account to be held by 
the Fiscal Agent, the "Community Facilities District No. 2006-l of the City of Merced Special Tax Bonds 
Reserve Fund" to the credit of which a deposit shall be made as required by the Fiscal Agent Agreement, 
which deposit is equal to the Reserve Requirement. and to which deposits shall be made as provided in 
the Fiscal Agent Agreement. Moneys in the Reserve Fund shall be held. in trust, by the Fiscal Agent for 
the benefit of the Owners of the Bonds as a reserve for the payment of the principal of and interest and 
any premium on the Bonds and shall be subject to a lien in favor of the Owners of the Bonds. 

(B) Use.Q[Fund. Except as otherwise provided in the Agreement, (i) all amounts on deposit 
in the Reserve Fund shall be used and withdrawn hy the Fiscal Agent solely for the purpose of making 
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transfers to the Interest Account and the Principal Account of the Bond Fund in the event of any 
deficiency at any time in either of such accounts of the amount then required for payment of the principal 
of and interest and any premium on the Bonds or. in accordance with the provisions ,)f paragraph (E) 
below, for the purpose of redeeming Bonds. 

(C) Transfer Due to Deficiency in Interestand Principal Accounts. Whenever a transfer is 
made from the Reserve Fund to the Interest Account or the Principal Account due to a deficiency in either 
such account, the Fiscal Agent shall provide written notice thereof to the City. 

(D) Transfer of Excess of Reserve Requirement. Whenever, on any September 2, the 
amount in the Reserve Pund, less Investment Earnings resulting from the investment of the funds therein 
which pursuant to the Fiscal Agent Agreement must be rebated to the United States, exceeds the Reserve 
Requirement, the Fiscal Agent shall provide written notice to the City of the amount of the excess. Upon 
receiving written direction from an Authorized Officer (upon which the Piscal Agent may conclusively 
rely), the Fiscal Agent shall, subject to the requirements of the Fiscal Agent Agreement, transfer an 
amount from the Reserve Fund which will reduce the amount on deposit therein to an amount equal to the 
Reserve Requirement to the Interest Account and the Principal Account, in the priority specified in the 
Fiscal Agent Agreement, to be used for the payment of the interest on and principal oft he Bonds on the 
next succeeding Interest Payment Date in accordance with the Fiscal Agent Agreement. 

(E) Tnmsfer When Balance Exceeds Outstanding Bonds. Whenever the balance in the 
Reserve Fund is equal to or exceeds the amount required to redeem or pay the Oul standing Bonds, 
including interest accrued to the date of payment or redemption and premium, if any, due upon 
redemption, the Fiscal Agent shall, upon receiving written direction from an Authorized Officer (upon 
which the Fiscal Agent may conclusively rely), transfer the amount in the Reserve Fund to the Interest 
Account and the Principal Account, in the priority specified in the Fiscal Agent Agreement, to be applied, 
on the next succeeding Interest Payment Date, to the payment and redemption, in accordance with the 
Fiscal Agent Agreement of all of the Outstanding Bonds. In the event that the amount available to be so 
transferred from the Reserve Fund to the Interest Account and the Principal Account exceeds the amount 
required to pay and redeem the Outstanding Bonds, the excess shall be transferred to the City to he used 
for any lawful purpose of the City. 

(F) Transfers on Payment of Special TaxQbligations. Whenever the City receives a Special 
Tax Prepayment for a lot or parcel of property within the District, the City shall by an Officer's 
Certificate notify the Fiscal Agent thereof and of the a111ount by which the Reserve Fund is to be reduced 
and which is transferable from the Reserve Fund to the Principal Account of the Bond Fund, which 
amount shall be specified in the Officer's Certificate. Each such Officer's Certificate shall be 
accompanied by a report of an Independent Financial Consultant verifying the accuracy of the calculation 
of the amount to be transferred from the Reserve Fund to the Principal Account ("Verification"). Upon 
receipt of each such Officer's Certificate and Verification, upon which the Fiscal Agent may conclusively 
rely, the Fiscal Agent shall at such time as the amount of such Special Tax Prepayment will be used to 
redeem Bonds, as provided in the Fiscal Agent Agreement, transfer the amount specified in such Officer's 
Certificate to the Principal Account and use such amount, together with the amount of ;;uch Special Tax 
Prepayment, to redeem Bonds, as provided in the Fiscal Agent Agreement. Notwithstanding the 
preceding provisions of this subsection, no amount shall be transferred from the Reserve Fund to the 
Principal Account if the amount on deposit in the Reserve Fund is, or as a result of such transfer would 
be, less than the Reserve Requirement. 

(G) Investment. Moneys on deposit in the Reserve Fund shall be invested in Permitted 
Investments which do not have maturities extending beyond five (5) years; provided, however, if the 
Reserve Fund is invested in an investment agreement (as defined in clause (vii) of 1.he definition of 
Permitted Investments) or a repurchase agreement (as defined in clause (xi) of such definition) such 
agreement may have a maturity longer than five (5) years if the Fiscal Agent is authorized by the 
provisions of such agreement to draw the full amount thereof, without penalty, if required for the 
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purposes of the Reserve Fund. The City shall cause the Permitted Investments. other than such 
investment agreements. in which moneys on deposit in the Reserve Fund are invested to be valued at fair 
market value and marked-lo-market at least once in each J-iiscal Y car. 

Covefl(lll(S ,,r City 

Punctual Payment. The City will punctually pay or cause to he paid the principal of and interest 
and any premium on the Bonds when and as due in strict conformity with the terms of the Agreement and 
any Supplemental Agreement to the extent that the Special Tax Revenues are available therefor, and it 
will faithfully observe and perform all of the conditions, covenants and requirements of the Ai,,recmenl 
and all Supplemental Agreements and of the Bonds. 

Special Obliga_tion. The Bonds arc special obligations of the City and the District and arc payable 
solely from and secured solely by the Special Tax Revenues and the amounts in the Bond Fund, the 
Reserve Fund and the Special Tax Fund. 

Extension of Time for Payment. In order to prevent any accumulation of claims for interest after 
maturity, the City shall not, directly or indirectly, extend or consent to the extension of the time for the 
payment of any claim for interest on any of the Bonds and shall not, directly or indirectly, he a party to 
the approval of any such arrangement by purchasing or funding said claims for interest or in any other 
manner. In case any such claim for interest shall he extended or funded, whether or not with the consent 
of the City, such claim for interest so extended or funded shall not be entitled. in case of default under the 
Agreement, to the henefits of the Agreement, except suhject to the prior payment in full of the principal of 
all of the Bonds then Outstanding and of all claims for interest which shall not have been so extended or 
funded. 

Against Encumbrances. The City shall not encumber, pledge or place any charge or lien upon 
any of the Special Tax Revenues or other amounts pledged to the Bonds superior to or on a parity with the 
pledge and lien created in the Agreement for the benefit of the Bonds, except as permitted by the 
Agreement. 

Books and Acc_ounts. The City shall keep, or cause to be kept, proper books of record and 
accounts, separate from all other records and accounts of the City in which complete and correct entries 
shall be made of all transactions relating to the expenditure of amounts disbursed from the Administrative 
Expense Fund. Such books of record and accounts shall at all times during business hours, upon 
reasonable notice. be subject lo the inspection of the Owners of not less than ten percent ( 10%) of the 
aggregate principal amount of the Bonds then Outstanding, or their representatives duly authorized in 
writing. 

I'rntection of Security_ and Rights of Owners. The City will preserve and protect the security of 
the Bonds and the rights of the Owners. and will warrant and defend their rights against all claims and 
demands of all persons. From and after the delivery of any of the Bonds by the City, the Bonds shall he 
incontcstahle by the City. 

Collection of Special Tax Reven\le~. The City shall comply with all requirements of the Act, 
including the enactment of necessary Ordinances, so as to assure the timely collection of Special Tax 
Revenues, including without limitation, the enforcement of the payment or collection of delinquent 
Special Taxes. 

On or within five (5) Business Days of May I of each year. the Fiscal Agent shall provide the 
City with a notice stating the amount then on deposit in the Special Tax Fund, the Bond Fund and the 
Reserve Fund (including all accounts and sub-accounts therein). and informing the City that the Special 
Taxes are to be levied hy Ordinance as necessary to provide for Annual Deht Service and Administrative 
Expenses and replenishment (if necessary) of the Reserve Fund so that the balance therein equals the 
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Reserve Requirement. The receipt of such notice by the City or the failure of the Fiscal Agent to give 
such notice shall in no way affect the obligations of the City under the following two paragraphs. The 
Fiscal Agent shall have no liability if it does not provide such notice to the City. Upon receipt of such 
notice, the City shall communicate with the Auditor to ascertain the relevant parcels on which the Special 
Taxes are to be levied, taking into account any parcel splits during the preceding and tt.en current Fiscal 
Year. 

The City shall effect the levy of the Special Taxes each Fiscal Year in accordance with the Act by 
August 10 of each year (or such later date as may be authorized hy the Act or any amendment thereof) 
that the Bonds are Outstanding, such that the computation of the levy is complete before the final date on 
which the Auditor will accept the transmission of the Special Tax amounts for the parcels within the 
District for inclusion on the tax roll for the Fiscal Y car then beginning. Upon the completion of the 
computation of the amounts of the levy of the Special Taxes, the City shall prepare or cause to be 
prepared, and shall transmit lo the Auditor, such data as the Auditor requires lo include the levy of the 
Special Taxes on the tax roll. Notwithstanding the preceding provisions of this paral,'faph, the City 
Council may elect, as permitted by the Act, to collect the Special Taxes to be levied for any Fiscal Year 
directly from the owners of the parcels of taxable property upon which the Special Taxe;. are levied rather 
than by transmitting the Special Taxes to the Auditor for collection on the tax roll: provided that, in such 
event. the City shall otherwise comply with the provisions of the Agreement. 

The City shall fix and levy the amount of Special Taxes required for the payment of the principal 
of and interest on any Outstanding Bonds becoming due and payable during the ensuing calendar year, 
including any necessary replenishment or expenditure of the Reserve Fund, and the amount estimated to 
be sufficient to pay the Administrative Expenses during such calendar year. The Special Taxes sn levied 
shall not exceed the authorized amounts for the District as provided in the proceedings for the 
establishment of the District. 

The Special Taxes shall be payable and be collected (except in the event of judicial foreclosure 
proceedings pursuant to the Fiscal Agent Agreement) in the same manner and at the same time and in the 
same installments as the general taxes on real property are payable, and have the same priority, become 
delinquent at the same times and in the same proportionate amounts and bear the same proportionate 
penalties and interest after delinquency as do the general taxes on real property. 

The City will not, in collecting the Special Taxes or in processing any such judicial foreclosure 
procecdjngs, exercise any authority which it has pursuant to Sections 53340, 53344.1, 53344.2, 53356.1 
and 53356.5 of the California Government Code in any manner which would materially and adversely 
affect the interests of the Bondowners and, in particular, will not permit the tender of Bonds in full or 
pa11ial payment of any Special Taxes except upon receipt of a certificate of an Independent Financial 
Consultant that to accept such tender will not result in the City having insufficient Special Tax Revenues 
to pay the principal of and interest on the Bonds and remaining Outstanding following such tender 

Levy of Sp<:<:fill Taxes fQf Administrative Expenses. The City covenants that, (a) to th,: extent 
that it is legally permitted to do so, it will levy the Special Taxes for the payment of the Administrative 
Expenses which arc expected lo be incurred in each Fiscal Year. and (b) it will not initiate proceedings 
under the Act to reduce the Maximum Special Tax rates (the "Maximum Rates") on then existing 
Developed Property below the amounts which arc necessary lo provide Special Tax Revenues in an 
amount equal to estimated Administrative Expenses for the then current Fiscal Y car plus an amount equal 
to one hundred ten percent ( 110%) of Maximum Annual Debt Service on the Outstanding Bonds. 

The City further covenants that in the event an ordinance is adopted by initiative pursuant to 
Section 3 of Article XIII C of the California Constitution. which purports to reduce or otherwise alter the 
Maximum Rates, it will commence and pursue legal action seeking to preserve its ability to comply with 
its covenant contained in the preceding paragraph. 
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Further Assurances. The City will adopt, make. execute and deliver any and all such further 
ordinances, resolutions, instruments and assurances as may be reasonably necessary or proper to carry out 
the intenlion or to facilitate the performance of the Agreement, and for better assuring and confirming 
unto the Owners or the Bonds of the rights and benefits provided in the Agreement. 

Tax C::oven~nts. The City covenants that: 

(A) It will not take any action or omit to take any action. which action or omission, if 
reasonably expected on the date of the initial issuance and delivery of the Bonds, would have caused any 
of the Bonds to be "arbitrage bonds" within the meaning of Section l 03(b) and Section 148 of the Code: 

(BJ It will not take any action or omit to take any action, which action or omission, if 
reasonably expected on the date of initial issuance and delivery of the Bonds, would result in loss of 
exclusion from gross income for purposes of federal income taxation under Section 103(a) of the Code of 
interest paid with respect to the Bonds: 

(C) It will not take any action or omit to take any action, which action or om1ss10n, if 
reasonably expected on the date of initial issuance and delivery of the Bonds, would have caused any of 
the Bonds to be "private activity hands" within the meaning of Section 14 l of the Code; 

(D) It will comply with the Rebate Certificate as a source of guidance for achieving 
cotnpliancc with the CO(le~ and 

(E) In order to maintain the exclusion from gross income for purposes of federal income 
taxation of interest paid with respect to the Bonds, it will comply with each applicable requirement of 
Section 103 and Sections 141 through 150 of the Code. 

The tax covenants of the City contained in the Agreement shall survive the payment, redemption 
or defeasance of Bonds pursuant to the Fiscal Agent Agreement. 

Covenant to_Forcclosc. The City covenants with and for the benefit of the Owners of the Bonds 
(i) that it will order, and cause to be commenced, judicial foreclosure proceedings against properties with 
delinquent Special Taxes in excess of $5,000 by the October I following the close of the Fiscal Y car in 
which such Special Taxes were due. and (ii) that it will commence judicial foreclosure proceedings 
against all properties with delinquent Special Taxes by the October 1 following the close of each Fiscal 
Year in which it receives Special Taxes in an amount which is less than ninety-five percent (95%) of the 
total Special Taxes levied, and diligently pursue to completion such foreclosure proceedings. 

Prepayment of Special Taxes. The City shall cause all applications of owners of property in the 
District to prepay and satisfy the Special Tax obligation for their property to be reviewed by the Tax 
Consultant and shall not accept any such prepayment unless such consultant certifies in writing that 
following the acceptance of the proposed prepayment by the City and the redemption of Bonds with such 
prepayment. (a) the ratio of (i) the maximum amount of the Special Taxes that may be levied on all 
Developed Property in the District which following such prepayment will be subject to the levy of the 
Special Taxes to (ii) Maximum Annual Debt Service on the Bonds which will remain OULstanding 
following such redemption (e.g., 1. IO to 1.0) plus estimated Administrative Expenses will not be less than 
such ratio as it existed prior to such prepayment, and (b) the maximum amount of the Special Taxes that 
may be levied on Developed Property at build-out of the property in the District, as then approved by the 
City, will be equal to at least one hundred ten percent ( 110%) of Maximum Annual Debt Service on such 
Outstanding Bonds. For purposes of the Agreement, Developed Property shall include parcels of 
Subdivided Property for which building permits are expected to be issued by the City for the construction 
of dwelling units. 
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Calculation of Prepayments. The City will cause all Special Tax Prepayments to he calculated to 
include the amount of the premium on the Outstanding Bonds that will he redeemed with the Special Tax 
Prepayment and negative arhitrage on the investment of the Special Tax Prepayment from the date of 
receipt until the Interest Payment Date upon which the Special Tax Prepayment and the amount to he 
transferred from the Reserve Fund to the Principal Account pursuant to the Fiscal Agen: Agreement will 
be used to redeem Outstanding Bonds pursuant to the Fiscal Agent A!,'TCemenl. The City will not include 
in any calculation of the amount of any Special Tax Prepayment for any parcel of taxabl.e properly in the 
District a proportionate amount of the amount then on deposit in the Reserve Fund. if at the time of such 
calculation the amount on deposit in the Reserve Fund is less than the Reserve Requirement. 

Cominuing Qiss,J9sure. The City and the Fiscal Agent, as Dissemination Agent, covenant and 
agree that they will comply with and carry out all of the provisions of the Continuing Disclosure 
Agreement which are specifically applicable to each of them. 

Accountability Measures. The City shall comply with the requirements of Section 53410 of the 
California Government Code with respect to the deposit and expenditure of the Proceeds of the sale of the 
Bonds and shall cause the appropriate officer of the City to file a report with the City Council no later 
than January 2, 2007, and annually thereafter. which shall contain the information required by .Section 
5341 l of the California Government Code with respect lo the expenditure of the Proceeds and the status 
of the construction and acquisition of the Project. 

Trustee & Investment of Money 

Deposit and Investment of Money> in Funds. Subject in all respects to the provisions of the 
l'iscal Agent Agreement, moneys in any fund or account created or established by the Agrecm,nt and 
held by the Fiscal Agent shall he invested by the l'iscal Agent in Permitted Investments. as directed 
pursuant to an Officer's Certificate filed with the Fiscal Agent at least two (2) Business Days in advance 
of the making of such investments. In the absence of any such Officer's Certificate, the Fiscal Agent 
shall invest any such moneys in Permitted Investments described in clause (iv) of the definition of 
Permitted Investments. The Fiscal Agent shall not have any responsibility for dctcrminiCJg the legality of 
any Permitted Investments. The Fiscal Agent shall have no obligation to pay additional interest or 
maximize investment income on any funds held by it. Neither the City nor the Owners of the Bonds shall 
have any claim of any kind against the Fiscal Agent in connection with investment; properly made 
pursuant to the Agreement. Obligations purchased as an investment of moneys in any fund or account 
shaJJ be deemed to be part of such fund or account, subject, however, to lhc rcquiretncnts of the 
Agreement for transfer of Investment Earnings in funds and accounts. 

The Fiscal Agent and its affiliates may act as sponsor, advisor, depository, principal or agent in 
the holding, acquisition or disposition of any investment. The Fiscal Agent shall not incur any liability 
for losses arising from any investments made pursuant to the Agreement. For purposes of determining 
the amount on deposit in any fund or account held under the Agreement. all Permitted Investments or 
investments credited to such fund or account shall be valued at the cost thereof (e,ccluding accrued 
interest and brokerage conunissions. if any). 

Subject in all respects to the provisions of the Fiscal Agent Agreement, investments in any and all 
funds and accounts may be commingled in a single fund for purposes of making, holding and disposing of 
investments. notwithstanding provisions for transfer of the Agreement to or holding in or to the credit of 
particular funds or accounts of amounts received or held by the l'iscal Agent under the Agreement, 
provided that the Fiscal Agent shall at all times account for such investments strictly in accordance with 
the funds and accounts to which they arc credited and otherwise as provided in the A1,,reement. 

The Fiscal Agent shall sell or present for redemption, any investment security whenever it shall 
be necessary to provide moneys to mecl any required payment. transfer. withdrawal or disbursement from 
the fund or account tu which such investment security is credited. and the Fiscal Agent shall not be liable 
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or responsible for any loss resulting from the acquisition or disposition of any such investment security in 
accordance with the Agreement. 

The City acknowledges that to the extent regulations of the Comptroller of the Currency or other 
applicable regulatory entity grant the City or the District the right to receive brokerage confirmations of 
securities transactions as they occur, the City for itself and the District specifically waives receipt of such 
confirmations to the extent permitted by law. The Fiscal Agent shall furnish the City periodic cash 
transaction statements which include detail for all investment transactions made by the Fiscal Agent under 
the Agreement. 

The Fiscal Agent may make any investments under the Agreement through its own bond or 
investment department or trust investment department, or those of its parent or any affiliate. 

Rebat~Fund;~Rebate to the lJnited~States. There is created under the Agreement, to be held by 
the Fiscal Agent, as a separate account distinct from all other funds and accounts held by the Piscal Agent 
under the Agreement, the Rebate Fund. The Fiscal Agent shall, in accordance with written directions 
received from an Authorized Officer, deposit into the Rebate Fund moneys transferred by the City to the 
Fiscal Agent pursuant to the Rebate Certificate or moneys transferred by the Fiscal Agent from the 
Reserve Fund. The Rebate Fund shall be held either uninvested or invested only in Federal Securities at 
the written direction of the City. Moneys on deposit in the Rebate Fund shall be applied only to payments 
made to the United States, to the extent such payments are required by the Rebate Certificate. The Fiscal 
Agent shall. upon written request and dlrcctlon of the City, make such payments to the lJnlted States. 

LiaJ)ility of <::fu'. The City shall not incur any responsibility in respect of the Bonds or the 
Agreement other than in connection with the duties or obligations explicitly stated in the Agreement or in 
the Bonds assigned to or imposed upon it. The City shall not be liable in connection with the 
performance of its duties under the Agreement, except for its own negligence or willful default. The City 
shall not be bound to ascertain or inquire as to the performance or observance of any of the terms, 
conditions, covenants or ai,>reements of the Fiscal Agent or of any of the documents executed by the 
Fiscal Agent in connection with the Bonds. 

In the absence of bad faith, the City may conclusively rely, as lo the truth of the statements and 
the correctness of the opinions expressed therein, upon certificates or opinions furnished to the City and 
conforming to the requirements of the Agreement. The City shall not be liable for any error of judgment 
made in good faith unless it shall be proved that it was negligent in ascertaining the pertinent facts. 

No provision of the Agreement shall require the City to expend or risk its own general funds or 
otherwise incur any financial liability (other than with respect to the Special Tax Revenues) in the 
performance of any of its obligations under the Agreement, or in the exercise of and of ils rights or 
powers, if it shall have reasonable grounds for believing that repayment of such funds or adequate 
indemnity against such risk or liability is not reasonably assured to it. 

The City may rely and shall be protected in acting or refraining from acting upon any notice, 
resolution, request, consent, order, certificate, report, warrant, Bond or other paper or document believed 
by it to be genuine and to have been signed or presented by the proper party or proper parties. The City 
may consult with counsel, who may be counsel to the City, with regard to legal questions, and Lhe opinion 
of such counsel shall he full and complete authorization and protection in respect of any action taken or 
suffered by it in good faith and in accordance therewith. 

Whenever in the administration of its duties under the Agreement the City shall deem it necessary 
or desirable that a matter be proved or established prior to taking or suffering any action under the Loan 
Agreement, such matter (unless other evidence in respect thereof be specifically prescribed in the 
Agreement) may, in the absence of willful misconduct on the part of the City, be deemed to be 
conclusively proved and established by a certificate of the Fiscal Agent, and such certificate shall be full 
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warranty to the City for any action taken or suffered under the provisions of the Ai,>reement or any 
Supplemental Agreement upon the faith thereoL but in its discretion the City may, in lieu thereof, accept 
other evidence of such matter or may require such additional evidence as to it may seem reasonable. 

Books and Accounts 

The Fiscal Agent shall keep, or cause lo be kept, proper hooks of record and 3.ccounts, ,eparale 
from all other records and accounts of the Fiscal Agent. in which complete and correct entries shall be 
made of all transactions made by it to the expenditure of amounts disbursed from the Bond Fund, the 
Special Tax Fund, the Administrative Expense Fund, the Reserve Fund and the Costs of Issuance Fund. 
Such books of record and accounts shall, upon reasonable notice, at all times during business hours be 
subject lo the inspection of the City and the Owners of not Jess than ten percent ( 10%; of the aggregate 
principal amount of the Bonds rhen Outstanding, or their representatives duly authorized in writing. 

Amendments Permitted 

(A) The Agreement and the rights and obligations of the District and the City and of the 
Owners of the Bonds may be modified or amended at any time by a Supplemental Agreement pursuant to 
the affirmative vote at a meeting of the Owners, or with the writren consent, without a meeting, of the 
Owners of at least sixty percent (60'7c,) in aggregate principal amount of the Bonds then Outstanding, 
exclusive of Bonds disqualified as provided in the Fiscal Agent Agreement. No such modification or 
amendment shall (i) extend the maturity of any Bond or the time for paying interest thereon, or otherwise 
alter or impair the obligation of the City on behalf of the District to pay the principal of, and the interest 
and any premium on, any Bond, without the express consent of the Owner of such Bond, or (ii) permit the 
creation of any pledge of or lien upon the Special Tax Revenues, or the moneys on deposit in the Special 
Tax Fund, the Bond Fund or the Reserve Fund, superior to or on a parity with the pledge and lien created 
for the benefit of the Bonds (except as otherwise permitted by the Act, the laws of the State of California 
or the Agreement), (iii) reduce the percentage of Bonds required for the amendment of the Fiscal Agent 
Agreement, or (iv) reduce the principal amount of or redemption premium on any Bond or reduce the 
interest rate thereon. Any such amendment may nol modify any of the righrs or obligations of the Fiscal 
Agent without its written consent. The Fiscal Agent shall be furnished an opinion of counsel that any 
such Supplemental Agreement entered into by the City and the Fiscal Agent complies with the provisions 
of the Fiscal Agent may conclusively rely on such opinion. 

(B) The Agreement and the rights and obligations of the District and the Cily and the Owners 
may also be modified or amended at any time by a Supplemental Agreement, without the consent of any 
Owners, only to the extent permitted by law and only for any one or more of the following purposes: 

(I) to add to the covenants and agreements of the City in the Agreement contained, 
other covenants and agreements thereafter to be observed, or to limit or surrender any right or 
power reserved in the Agreement to or conferred upon the City; 

(2) to make modifications not adversely affecting any Outstanding series of Bonds of 
the District in any material respect; 

(3) to make such provisions for the purpose of curing any ambiguity, or of curing, 
correcting or supplementing any defective provisions of the Agreement, or in regard to questions 
arising under the Agreement as the City and the Fiscal Agent may deem necessary or d,cSirablc 
and not inconsistent with the Agreement and which shall not adversely affect the rights of the 
Owners; or 

(4) to make such additions, deletions or modifications as may be ncces,ary or 
desirable to assure compliance with Section 148 of the Code relating to required rebate of moneys 
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to the United States or otherwise as may be necessary to assure exclusion from gross income for 
federal income lax purposes of interest on the Bonds or to conform with the Regulations. 

Owncrs'_Meetin_gs. The City may at any time call a meeting of the Owners. In such event, the 
City is authorized to fix the time and place of any such meeting and to provide for the giving of notice 
thereof and to fix and adopt rules and regulations for the conduct of the meeting. 

Procedure for Amenclment with Written Consent of ()wners. The City and the Fiscal Agent may 
at any time enter into a Supplemental Agreement amending the provisions of the Bonds or of the 
Agreement or any Supplemental Agreement, to the extent that such amendment is permitted by the Fiscal 
Agent Agreemem. to rake effect when and as provided in the Agreement. A copy of the Supplemental 
Agreement, together with a request to Owners for their consent thereto, shall be mailed by first class mail, 
postage prepaid, by the Fiscal Agent to each Owner of Bonds Outstanding, but failure to mail copies of 
the Supplemental Agreement and request shall not affect the validity of the Supplemental Agreement 
when assented to as in the Agreement. 

Such a Supplemental Agreement shall not become effective unless there shall be filed with the 
Fiscal Agent the written consents of the Owners of at least sixty percent (60%) in aggregate principal 
amount of the Bonds then Outstanding (exclusive of Bonds disqualified as provided in the Agreement) 
and a notice shall have been mailed as required by the Agreement. Each such consent shall be effective 
only if accompanied by proof of ownership of the Bonds for which such consent is given, which proof 
shall be such as is permitted by the Fiscal Agent Agreement. Any such consent shall be binding upon the 
Owner of the Bonds giving such consent and on any subsequent Owner (whether or not such subsequent 
Owner has notice thereot) unless such consent is revoked in writing by the Owner giving such consent or 
a subsequent Owner by filing such revocation with the Fiscal Agent prior lo the date when the notice has 
been mailed. 

After the Owners of the required percentage of Bonds shall have filed their consents lo the 
Supplemental Agreement, the City shall mail a notice to the Owners in the manner provided in the 
Agreement for the mailing of the Supplemental Agreement, stating in substance that the Supplemental 
Agreement has been consented to by the Owners of the required percentage of Bonds and will be 
effective (but failure to mail copies of said notice shall not affect the validity of the Supplemental 
Agreement or consents thereto). Proof of the mailing of such notice shall be filed with the Fiscal Agent. 
A record. consisting of the documents required by the Agreement to be filed with the Fiscal Agent, shall 
be proof of the matters therein stated until the contrary is proved. The Supplemental Agreement shall 
become effective upon the filing with the Fiscal Agent of the proof of mailing of such notice. and the 
Supplemental Agreement shall be deemed conclusively binding ( except as otherwise specifically 
provided in the Agreement) upon the City, the District and the Owners of all Bonds then Outstanding at 
the expiration of sixty (60) days after such filing, except in the event of a final decree of a court of 
competent jurisdiction setting aside such consent in a legal action or equitable proceeding for such 
purpose commenced within such sixty (60)-day period. 

Di,squalificd Bonds. Bonds owned or held for the account of the City, excepting any pension or 
retirement fund, shall not be deemed Outstanding for the purpose of any vote, consent or other action or 
any calculation of Outstanding Bonds provided for in the Agreement, and shall not be entitled lo vote 
upon, consent to, or participate in any action provided for in the A,,,,.ccment. Upon request of the Fiscal 
Agent, the City shall specify to the Fiscal Agent those Bonds disqualified pursuant to the Loan 
Af,>Tcement and the Fiscal Agent may conclusively rely on such certificate. 

Effect of Supplemental Agreement. From and after the time any Supplemental Agreement 
becomes effecti vc pursuant to the Agreement, the Agreement shall be deemed to be modified and 
amended in accordance therewith, and the respective rights. duties and obligations under the Agreement 
of the City and all Owners of Bonds Outstanding shall thereafter he determined, exercised and enforced 
under the Agreement subject in all respects to such modifications and amendments, and all the terms and 
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conditions of any such Supplemental Agreement shall be deemed to be part of the terms "nd conditions of 
the Agreement for any and all purposes. 

Discharge of Agreement 

If the City shall pay and discharge the indebtedness on all or a portion (a "Partial Discharge"') of 
the Outstanding Bonds in any one or more of the following ways: 

(A) by well and truly paying or causing to be paid the principal of and interest and 
any premium on such Bonds. as and when the same become due and payable; 

(B) by depositing with the Fiscal Agent, at or before maturity, an amount of money 
which, together with the amounts then on deposit in the Bond Fund ( including all accounts 
therein), the Special Tax Fund (including the Surplus Account) and the Reserve Fund, or in the 
event of a Partial Discharge, the appropriate portion of such amounts, as determined by the City 
and confirmed by an Independent Financial Consultant, is fully sufficient to pay such Bonds, 
including all principal, interest and redemption premiums, if any: or 

(C) by irrevocably depositing with the Fiscal Agent, cash or non-callable Defeasance 
Securities in such amount as the City shall determine, as confirmed by an Indep,~ndent Financial 
Consultant, will, together with the interest to accrue thereon and amounts then on deposit in the 
Bond Fund (including all accounts therein), the Special Tax Fund (including the Surplus 
Account) and the Reserve Fund, or in the event of a Partial Discharge, the appropriate portion of 
such amounts, as determined by the City and confirmed by an Independent Financial Consultant, 
be fully sufficient to pay and discharge the indebtedness on such Bonds (including all principal, 
interest and redemption premiums) at or before their respective maturity dates: 

and if such Bonds arc to be redeemed prior to the maturity thereof, notice of such redemption shall have 
been given as in the Agreement provided or provision satisfactory to the Fiscal Agent shall have been 
made for the giving of such notice. then, at the election of the City, and notwithstanding that any such 
Bonds shall not have been surrendered for payment, the pledge of the Special Tax Revenues and other 
funds provided for in the Agreement and all other obligations of the City and the Di strict under the 
Agreement with respect to such Bonds shall cease and terminate, except the obligation of the City to pay 
or cause to be paid to the Owners of such Bonds not so surrendered and paid all sums due thereon. the 
obligation of the City to pay all amounts owing to the Fiscal Agent pursuant to the Fiscal Agent 
Agreement, and the obligations of the City pursuant to the covenants contained in the Fiscal Agent 
Agreement; and thereafter Special Taxes shall not be payable to the Fiscal Agent. Notice of such election 
shall be filed with the Fiscal Agent. The satisfaction and discharge of the Agreement as to all of the 
Outstanding Bonds shall be without prejudice to the rights of the Fiscal Agent to charge and be 
reimbursed by the City for the expenses which it shall thereafter incur in connection with the Agreement. 

Any funds held by the Fiscal Agent to pay and discharge the indebtedness on such Bonds, upon 
payment of all fees and expenses of the Fiscal Agent, which are not required for such purpose, shall be 
paid over to the City. 
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roa 
Real Property Analysts 
rpa Wakefield & Hopper, Inc. 
6740 N. West Avenue, Suite 107 
Fresno, California 93711 
(559) 261-9136 FAX (559) 261-9165 
E-Mail rpa@rpaappraisal.com 

November 1, 2006 

Bradley R. Grant 
Finance Officer 
City of Merced 
678 W. 18th Street 
Merced, California 953'10 

RE: CFD 2006-1 
Moraga of Merced Phases 1 and 2 
South Side ofYo8emite Avenue 
East of Hatch Road, Merced, California 

Dear Mr. Grant: 

In fulfillment of the agreement outlined in the "Agreement for Professional Services" 
dated April 3, 2006, we are pleased to present the attached report of our appraisal of 
the fee simple interest in the referenced parcel of real estate, a.s of ()ctob<~r 31, 2006. 
This appraisal report was prepared on November 1, 2006. 

The report sets forth our opinion of market value along with supporting data and 
reasoning which for1n the basis of our opinion. The value reported is qualified by 
certain definitions and limiting conditions set forth on pages 2 through 7 and i:he 
certification set forth on pagps l 00 and I 01 of this report. 

We particularly call your attlmtion to the fact that the value is developed based on 
the hypothetical condition set forth on paf(es 6 and 7 dealing with the state of 
completion of the Moraga project. 

As a result of our analysis. we have formed an opinion that the market value (as 
defined in the Report), subject to the definitions, certifications, extraordinary 
assumptions, hypothetical conditions, and 1irniting conditions set forth in the 
attached Report, as of October 31, 2006, was: 

Total Hypothetical Market Value $41, I 00,000 

Appr;ii~,1ls • • • 
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~r1a 
Bradley R. Grant 
November 1, 2006 
Page 2 

The above opinion of value is linked to an exposure period of 6 to 12 months, 

THIS LETTER MUST REMAIN ATTACHED TO 'l'HE REPORT, WHICH CONTAINS 
101 PAGES PLUS RELATED EXHIBITS, IN ORDER FOR THE VALUE OPINIONS 
SET FORTH ABOVE TO BE CONSIDERED VALID. 

The report was prepared for and our professional fee billed to the City of Merced. It 
is intended only for use hy your internal management, your auditor, and appropriate 
regulatory authorities. It may not be distributed to or relied upon by other persons 
or entities without our written permission. 

Sincerely yours, 

Lawrence D. Hopper, MAI 
CA #AGOOJ 738 
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SUMMARY OF SALIENT FACTS AND CONCLUSIONS 
·~~~~~~~~~~-

REPORTING OPTION 

The following Self-Contained Appraisal Report is intended to comply with 
the reporting requirements as set forth under Standards Rule 2-2(a) of USPAP. 
At a minimum. it: 

(i) states the identity of the client and any intended users. by name or type; 
(ii) states the intended use of the appraisal; 
(iii) describes information sufficient lo identify the real estate involved in th" 

appraisal, including the physical and ceonon1ic property characteristics relevant 
to tl1e assignment; 

(iv) states the real property interest appraised; 
(v) states the type and definition of value and cites the source of the definition; 
(vi) states the effective dale of the appraisal and the date of the report; 
(vii) describes the scope of work used to develop the appraisal; 
(viii) describes thP information analyzed, the appraisal methods and techniques 

employed, and the reasoning that supports the analyses, opinions and 
conclusions; exclusion of the sales comparison approach, cost apr:roach, or income 
approach must be explained; 

(ix) states the use of the real estate existing as of the date of value, and the urn of the 
real estate reflected in the appraisal; and, when an opinion of ~ighest and best 
use was developed by the appraiser, describes the support and 1ationa]e for that 
opinion; 

(x) clearly and conspicuously: statPs all extraordinary assutnptions an<l hypothetical 
conditions; and statPs that their use might have affected the assig;nment results; 

(xi) includes a signed certification in accordance with Standards Rule 2-~. 

This report is prepared for the sole, use and benefit of the client and is based, in 
part, upon documents, writings, and information owned and possessed hy he/she. 
Neither this report. nor any of the information contained herein ~hall be used or 
relied upon for any purpose by any person or entity other than the client. 

SUMMARY OF SALIENT FACTS AND CONCLUSIONS 

Client Name and Address: Bradley H. Grant 
Finance Officer 
City of Merced 
678 West 18'" Street 
Merced. California 95340 
Telephone: 2mJ-:385-6844 
Fax: 209-384-5805 

Intended Users of the Appraisal: The intended users of tht, apprai,;al arc 
the City of M<crced and others involved in 
the financing of Community Facilities 
District No. 2006-1. 
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SUMMARY OF SALIENT FACTS AND CONCLUSIONS 

Intended Use of Appraisal: 

Real Property Interest 
Appraised: 

Existing Use of the Real Estate: 

Use of the Real Estate Reflected 
In the Appraisal: 

Project Name & Address: 

Assessor's Parcel Numbers 
Phase No. 1: 

www.rpaappraisal.com 

As support for bond financing of 
Community Facilities District No. 2006-1. 

Fee Simple ~~state. 

Vacant. 

The subject property consists of Phases 1 
and 2 of Moraga of Merced, a single 
family residential development. On the 
effective date of appraisal, the final tract 
map had been recorded for Phase 1 and 
the offsite improvements for this 287-lot 
phase were in the process of being 
installed. Within Phase 1, six model 
homes were completed and three were 
nearing completion. An additional 10 
homes were under construction, and the 
permits for another nine homes had been 
pulled. 

The 233-lot Phase 2 of the development 
had no final map in place on the effective 
date of appraisal, and construction had 
not begun with the exception of the off site 
improvements along Yosemite Avenue. 

Moraga of Merced 
Phase 1 - 287 Homesites 
Phase 2 - 233 Homcsites 
Merced, California 95340 

008-411-02 to 22 
008-412-01 to 31 
008-412-3:-l to 37 
008-412-:39 to 54 
008-413-01 to 14 
008-414-01 to rn 
008-421-01 to 28 
008-421-30 to 49 
008-422-01 to 1:-l 
008-423-01 to 14 
008-424-01 to 03 
008-425-01 to 05 
008-431-01 to 09 

21 Lots 
:n Lots 

5 Lots 
16 Lots 
14 Lots 
13 Lots 
28 Lots 
20 Lots 
13 Lots 
14 Lots 

3 Lots 
5 Lots 
9 Lots 
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SUMMARY OF SALIENT FACTS AND <CONCLUSIONS 
----

Assessor's Parcel Numbers 
Phase No. 2: 

Gross Land Size: 

Net Land Size: 

Thomas Bros. Map Page/Grid: 

Census Tract: 

Zoning Designation: 

General Plan Designation: 

Flood Zone: 

Seismic Zone: 

Effective Date of Appraiser's 
Opinions and Conclusions: 

Date of Report Preparation: 

www.rpaappraisal.com 

008-432-01 to 13 13 Lots 
008-432-15 to 35 21 Lots 
008-4:-rn-o 1 to 12 12 Lots 
008-434-01 to 10 10 Lots 
008-435-01 to 10 10 Lots 
008-436-01 to 05 5 Lots 
008-437-01 to 0:3 3 Lots 
008-441-ol to 04 4 Lots 
008-442-01 to 05 5 Lots 
008-443-01 to 07 7 Lots 
008-443-09 to 13 5 Lots 
Total 287 Lots 
Total 50. 79 Gross Acres 
Total 42.33 Net Acres 

008-010-55 (Portion) & 008-010-62 (Portion) 

Phase No. 1 
Phase No. 2 

50. 79 Gross Acres 
43 . .37 Gross Acres 

Total 94.,36 Gross Acres 

Phase No. 1 
Phase No. 2 
Total 

42.33 Net Acres 
35.49 Net Acres 
77.82 Net Acres 

Page 794, Quadrant J-2 of the Northern 
San Joaquin Valley Street Guide. 

11.02 per 2000 U.S. Census 

RP-D (52). 

Low Density Residential. 

FEMA FIRM Flood Zone 
Community Panel No. 
Effective/Revised Date 

ISO Zone 

x 
0604 7C-0435-F 

01/0.5/2006 

3 
Alquist-Priolo Special Studies Zone No 

October 31, 2006. 

November 1, 2006. 
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SUMMARY OF SALIENT FACTS AND CONCLUSIONS 
----

Highest and Best Use: 

Value Conclusion: 

Exposure Time Estimate: 

Personal Property Included 
in Valuation: 

www.rpaappralsal.com 

As currently vacant Residential 

Total Market Value* $41, 100,000 

* Subject to hypothetical condition 
discussed on pages 6 and 7 of report. 

The above opinions of value are linked to 
an exposure period of 6-12 months. 

None. 
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INTRODUCTION 1 
~~~~~~~~~~~ 

CLIENT NAME AND ADDRESS 

The client in this assignment is Bradley R. Grant, Finance Officer, City of 
Merced, 678 West 181h Street, Merced, California 9fi:340. 

INTENDED USERS OF THE APPRAISAL 

The intended users of the appraisal arc the City of Merced and others involved in 
the financing of Community Facilities District No. 2006-1, Morag2 of Merced. 

INTENDED USE OF THE APPRAISAL 

The intended use of the appraisal is as support for bond financinf; of Community 
Facilities District No. 2006-1, Moraga of Merced. 

REAL PROPERTY INTEREST APPRAISED 

The opinion of value delineated in this report reflects the value of the fee simple 
estate interest in the property. 

EXISTING USE OF THE REAL ESTATE 

The subject property is currently under development to Phases 1 and 2 of 
Moraga of Merced. 

USE OF THE REAL ESTA TE REFLECTED IN THE APPRAISAL 

The subject property consists of Phases 1 and 2 of Moraga of Merced, a single 
family residential development. On the effective date of appraisal, the final tract 
map had been recorded for Phase 1 and the offsite improvements for this 287-lot 
phase were in the process of being installed. Within Phase 1, 6 model homes 
were completed and 3 were under construction. An additional 10 homes were 
under construction, and the permits for another nine homes had been pulled. 

The 233-lot Phase 2 of the development had no final map in place on the effective 
date of appraisal, and construction had not begun with the eKception of the 
offsite improvements along Yosemite Avenue. 
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INTRODUCTION 2 

EFFECTIVE DATE OF THE APPRAISER'S OPINIONS & CONCLUSIONS 

The effective date of the appraisal is October 31, 2006. This report was prepared 
on November 1, 2006. 

DEFINITION OF MARKET VALUE 

This appraisal has been prepared in accordance with the following market value 
definition: 

The most probable price in cash or in terms equivalent to cash for which the 
specified property rights should sell after reasonable exposure in a competitive 
market under all conditions requisite to a fair sale, with the buyer and seller 
each acting prudently, knowledgeably, and for self-interest, and assuming that 
neither is under undue duress, (App,:q;isal Standards for Land-Secured Fi_nµ,nc.~ngs, 
California Debt and Investment Advisory Commission, Revised ,July 2001, CDIAC 04-07, Page 30} 

OTHER PERTINENT DEFINITIONS 

Fee Simple Estate 
Absolute ownership unencumbered by any other interest or estate, subject only 
to the limitations imposed by the governmental powers of taxation, eminent 
domain, police power, and escheat. (The Dictionary 9/ Real Estate d.ppraisal. 
4th Edition, Chicago: Appraisal Institute, 2002, page 113) 

Bulk Sale Value 
The most probable price, in a sale of all parcels within a tract or development 
project, to a single purchaser or sales to multiple buyers, over a reasonable 
absorption period discounted to present value, as of a specified date, in cash, or 
in terms equivalent to cash, for which the property rights should sell after 
reasonable exposure, in a competitive market under all conditions requisite to a 
fair sale, with buyer and seller each acting prudently, knowledgeably, and for 
self-interest, and assuming that neither is under undue stress. The bulk sale is 
executed in lieu of the seller proceeding with development andlor marketing of 
the individual parcels or tracts to end users, or merchant builders over a market
oriented absorption period for the type of project. (AppraisaJ Standards for Land: 
$ecured: Financings~ California Debt and Investment Advisory Coniniission, Reuised July 2004, 
CDIAC 04-07, Page 29) 

Discounted Cash Flow Analysis 
A valuation method under which the dates of sale and prices of finished 
properties are estimated to derive a cash flow which is discounted to present 
value by a market discount rate. This valuation method is also referred to as the 
Subdivision Development or Land Development Approach to Value in appraisal 
literattlre. (Appra~~al Standards for Land-S~t;!cured Financing$:, California Debt and 
Inuestment Advisory Commission, Revised July 20114, CDIAC 04-07, Page 30) 
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INTRODUCTION 3 

USPAP COMPLIANCE 

This appraisal is prepared in compliance with the Uniform Standards of 
Professional Appraisal Practice (USPAP). 

SCOPE OF WORK 

Extent to Which the Property Was Identified 

Physical characteristics 

• The subject property is vacant and unimproved, and was personally 
inspected on October 31, 2006 by Lawrence D. Hopper, MAL At the time 
of inspection, the property was well into the site preparation phase. 
Heavy equipment was actively at work grading streets and building 
pads. Onsite infrastructure in the form of underground utilities, concrete 
curbs, gutters and sidewalks, and asphalt-paved streets was in the 
process of being installed. 

• Six model homes were completed on the date of inspection, and three 
additional models were nearing completion. In addition, t,m additional 
homes were in the framing stage, and permits had been pulled for nine 
additional homes. 

• Information from county records, owner1s comments, assE:ssor1s records, 
and brochures was used to identify the characteristics of the subject 
property that are relevant to the valuation problem. 

Legal characteristics 

• For Phases 1 and 2, the title reports prepared by Fidelity National Title 
Company on August 14, 2006 were relied upon for information regarding 
easements, covena11ts, restrictions, and/or other enct1mbrances. I did not 
research the presence of such items independently. 

Economic characteristics 

• The subject property was not encumbered by a lease on thi; effective date 
of appraisal. As such, this is a valuation of the foe simple estate. 

Type and Extent of the Data Resea_:rched 

• Comparable sales were selected based on physical and location 
characteristics. In order to gather the comparable sales, county records, 
assessors, brokers, investors, and lenders active in the area were 
consulted. After selecting the sales, a comparative analysis of relevant 
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INTRODUCTION 4 
------

factors that influence value was undertaken to adjust the sales to the 
subject property based upon the actions and preferences demonstrated by 
tbe participants in the marketplace. 

• The comparable sale data was verified with persons knowledgeable of the 
data in question - typically the buyer, seller or broker involved in the 
transaction 

Type and Extent of Analysis Applied 

• The value opinions presented in this report are based upon review and 
analysis of the market conditions affecting real property value, including 
land values, the attributes of competitive properties, and sales data for 
residential properties. 

• The appraisal problem did not warrant an intensive highest and best use 
study. Given the nature of the subject real estate, our conclusion of 
highest and best ttse was based on logic and observed evidenct~. 

• There are three traditional approaches used to arrive at an opimon of 
value of real estate: the Sales Comparison Approach, the Cost Approach, 
and the Income Capitalization Approach. In this valuation, the Sales 
Comparison Approach was used to develop an opinion of value for the raw 
land with entitlements in place. The hypothetical retail value of the 
finished lots was developed using a land residual technique. The 
hypothetical bulk sale value was developed using a discounted cash flow 
analysis. Both the land residual and discounted cash flow analysis are 
variations on tho Income Approach to value. The Cost Approach was not 
used in this valuation because it is typically not used in the valuation of 
vacant land. 

• The nine completed model homes were valued using the Sales 
Comparison Approach using re-sales of homes located in Merced. 

UNDERLYING AND LIMITING CONDITIONS 

1. No survey was made of the property, and the dimensions and areas arc 
those taken from the map that appears on page 42 of this report. 

2. Reports of title were prepared by Fidelity National Title Company on 
August 14, 2006, and were furnished to the appraiser. Based upon a review 
of these documents, the property is presumed to be marketable, with any 
liens or encumbrances capable of being removed. 

3. No separation of land and building values may be used for any other 
purpose than that delineated elsewhere in this report. 

--------
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4. Neither all nor any part of the contents of this report shall be conveyed to 
the public through advertising, public relations, news, sales, or other media 
without the written consent and approval of the author, particularly as to 
the valuation conclusion, the identity of the appraiser or firm with which it 
is connected, or any reference to the Appraisal Institute, or to the MAI or 
SRA designations. 

5. No right to expert testimony is included with this report, and the fee for 
this appraisal does not include payment for pre-trial conferences or taking 
of depositions. 

6. No responsibility is assumed for matters legal in nature. 

7. No survey or soil tests of the land have been made hy the appraiser. 

8. This report and all information contained herein was prepa-red for the sole 
and exclusive benefit of the client, as specified herein, and is intended for 
his use only. No one except the client specified herein may rely on this 
report for any purpose. Any person or entity who obtained or reads this 
report, or a copy thereof, other than the client specified herein, expressly 
assumes all risk of damages to himself or third persons arising out of 
reliance thereon or use thereof and waives the right to bring any action 
based on the appraisal, directly or indirectly, and the appraiser shall have 
no liability to any such person or entity. 

9. Possession of this report or any copy thereof does not carry with it the right 
of publication, nor may the same be used for any purpose hy anyone except 
the appraiser's employer, without the previous written consent of the 
appraiser, and in any event, only in its entirety. 

10. The information and data reported in this appraisal have been obtained 
from sources which are deemed to be reliable. They are believed to be 
correct, hut cannot be guaranteed by the appraiser. This condition applies 
gem,rally throughout the appraisal report and specifically to square footage 
calculations and descriptions of comparable properties. 

11. The appraiser has no personal interest or bias with respect to the ,subject 
matter of this appraisal or the parties involved. 

12. This appraisal report sets forth all of the limiting conditio:is (imposed by 
the terms of the assignment or by the appraiser) affecting the analyses, 
opinions, and conclusions contained in this report. 

13. No one other than the appraiser whose signature appears on the 
Certification page of this appraisal report prepared the analyses, 
conclusions, and opinions concerning real estate that are set forth in this 
appraisal report. 

www.rpaappraisal.com rpa Real Piroperty Analysts 

http://www.rpaappraisal.com
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14. Unless otherwise stated in this report, the existence of hazardous material, 
which may or may not be present on the property, was not observed by the 
appraiser. The appraiser has no knowledge of the existence of such 
materials on or in the property. The appraiser, however, is not qualified to 
detect such substances. The presence of substances such as asbestos, urea
formaldehyde foam insulation, or other potentially hazardous materials 
may affect the value of the property. The value estimate is predicated on 
the assumption that there is no such material on or in the property that 
would cause a loss in value. No responsibility is assumed for any such 
conditions, or for any expertise or engineering knowledge required to 
discover them. The client is urged to retain an expert in this field, if 
desired. 

15. The appraisal assignment was not based on a requested m1mmum 
valuation, a specific valuation, or the approval of a loan. 

EXTRAORDINARY ASSUMPTIONS NECESSARY IN THE ASSIGNMENT 

An extraordinary assumption is an assumption, directly related to a specific 
assignment, which, if found to be false, could alter the appraiser's opinions or 
conclusions. Extraordinary assumptions presume as fact otherwise uncertain 
information about physical, legal, or economic characteristics of the subject 
property; or about conditions external to the property such as market conditions 
or trends; or about the integrity of data used in an analysis. An extraordinary 
assumption may be used in an assignment only if: 

• It is required to properly develop credible opinions and conclusions; 
• The appraiser has a reasonable basis for the extraordinary assumption; 
• Use of the extraordinary assumption results in a credible analysis; and 
• The appraiser complies with the disclosure requirements set forth in USPAP 

for extraordinary assumptions. 

No extraordinary assumptions were made by the appraiser in the completion of 
this assignment. 

HYPOTHETICAL CONDITIONS NECESSARY IN THE ASSIGNMENT 

A hypothetical condition is that which is contrary to what exists but is supposed 
for the purpose of analysis. Hypothetical conditions assume conditions contrary 
to known facts about physical, legal, or economic characteristics of the subject 
property; or about conditions external to the property, such as market conditions 
or trends; or about the integrity of data used m an analysis. A hypothetical 
condition may be used in an assignment only if: 

--·-----
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INTRODIUCTION 7 

• Use of the hypothetical condition is clearly required for legal purpos,,s, for 
purposes of reasonable analysis, or for purposes of comparison; 

• Use of the hypothetical condition results in a credible analysis; and 
• The appraiser complies with the disclosure requirements set forth in USPAP 

for hypothetical conditions. 

This appraisal has been conducted under the hypothetical condition that 
the 287 homesites in neighborhoods 2, 3 and 4 of Moraga Phtise l are in a 
finished state and ready to be developed with single family homes. The 
43.87 acres designated for Phase 2 of Moraga do not have a final map 
recorded, but the offsite improvements along Yosemite Avenue have been 
installed. There is a tentative tract map for 233 potential homesites. 

------------------·--·-·· 
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GENERAL DATA 8 

GENERAL AREA DATA 

County of Merced 

Located near the geographical center of the State of California and encompassing 
approximately 1,982 square miles, the County extends from the South Coast ranges 
on the west, across the San Joaquin Valley floor, to the lower reaches of the 
Sierra-Nevada foothills. Over 60% of Merced County lies in the fertile San Joaquin 
Valley, where the growing season is about 250 days and precipitation averages about 
11 inches per year. Maximum elevations arc over 3,800 feet in the Diablo Range 
and about 800 feet in the Sierra-Nevada foothills. Temperatures averaging 45 
degrees Fahrenheit in January and 79 degrees in July are experienced within the 
area. 

The County of Merced was home to 240,162 people in January 2005. The historical 
population figures for the County of Merced are presented in the following chart. 

Year 
1980 
1990 
199:'I 
1995 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 

Population 
134,557 
178,403 
193,1:37 
195,291 
202,264 
206,734 
210,554 
214,000 
220,300 
227,000 
2:12,100 
240,162 

These figures show an average annual growth rate of 2.82%, from 1980 to 2000 and 
2.87% from 2000 to 2005. The most significant growth in the County has occurn,d in 
and around the County's six incorporated cities: Atwater, Dos Palos, Gustine, 
Livingston, Los Banos, and Merced, the county seat. 

Historically, agriculture has been the major source of employment and production in 
Merced County. Gross receipts in 2004 made the County the fifth best dollar 
producer in the State. The leading farm commodities include milk, almonds, 
chickens, cattle, tomatoes, cotton, sweet potatoes, alfalfa, eggs, turkey and sage. 
The County's agricultural production has encouraged numerous ag-related 
manufacturing and non-manufacturing businesses. Major ag-related employers in 
the County include Bianchi & Sons Packing, McLane/Pacific and Yosemite 
Wholesale. 
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According to the Office of Economic and Strategic Development (OESD), the total 
work force in 2000 equaled 63,700, or 30.25% of the total population. Employment 
sectors categorized by the OESD are as follows: 

Industry Employees {2000} % of Total Wo:rk Force 
Agriculture 11, 700 18.4~/o 
Mining/Construction 2,200 3.5~1o 
Government 12,200 19.2'% 
Finance/Real Estate/Insurance 2.000 3.1 °10 
Manufacturing 10,800 17.0% 
Retail Trade 10,600 16.6c~{i 

Wholesale Trade 1.700 2.7% 
Services 9.900 15.5% 
Transportation/Public Utilities 2,600 4.08% 

Future economic growth is highlighted by the selection of the Lake Yosemite site for 
the newest campus of the University of California. The site was donated by private 
landowners to the University system. The University of California at Merced 
opened for the first 1,000 students in the Fall of 2005. This University is the first 
UC campus in the San Joaquin Valley and the first research university of the 21 "' 
Century. 

In addition, in 2000 the United States Penitentiary, Atwater was completed. It is 
built on a portion of the former Castle Air Force Base. This is a high sEcurity 
penitentiary housing approximately 960 inmates in six general population housing 
Phases and a minimum security prison Camp that will house approximate1y 128 
inmates. This prison has helped in providing additional jobs since the closure of 
Castle Air Force Base in 1995. 

In summary, the central location of the County within the State of California, its 
economic diversity, the newly developed United States Penitentiary in Atwater and 
the future development of a University of California campus, should ensure that 
economic growth would continue well into the future. Much of this grcwth will likely 
be experienced by the County's incorporated cities. 

City of Merced 

The governmental and commercial center of the County of Merced is the City of 
Merced, incorporated April 1, 1899, and located approximately 260 miles north of 
Los Angeles, 128 miles southeast of San Francisco, and 113 miles south of 
Sacramento. Until 1872, the City of Merced was a part of the central desert. But 
the year before, everything changed. In 1871 the railroad pushed its tracks south 
through the Valley from San Francisco and the land which was "uninhabited became 
the City of Merced." 
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Population 

The population within the city limits of Merced was 73,610 as of January 2005. Past 
population growth in both the City of Merced and the County of Merced has been 
erratic. The 1950-60 decade was a period of very rapid growth in both the City and 
County areas, followed by a decade of relatively slow growth from 1960 to 1970. The 
period from 1970 to 1975 saw a jump in both the City and County rates with the 
major thrust of population growth in the incorporated area of the City of Merced. 
The period from 1975 to 1980 tapered off somewhat, but the growth rate was still 
substantial. 

Population figures for the City and the County for the last eleven years are shown in 
the following table. 

1994-95 61,712 
1995-96 60,973 
1996-97 61,:l95 
1997-98 62,032 
1998-99 62,799 
1999-00 63,330 
2000-01 65,363 
2001-02 66,059 
2002-03 67,610 
2003-04 69,805 
2004-05 73,610 

CITY OF MERCED 
POPULATION ESTIMATES 

J-ID~~.~.~~.~,~~~lSton 
1.4% 202,789 

-1.2% 198,472 
0.7% 200,961 
1.1% 204,422 
1.2% 206,887 
0.8% 210,138 
3.2°/o 216,656 
1.1°/o 218,868 
3.4% 223,626 
5.7%) 232,141 
5.2% 240,162 

30.4% 
30.7% 
30.7% 
30.4o/O 
30.4% 
30.1% 
30.2% 
30.2% 
30.2% 
30.1% 
30.1% 

Source: State California Departlnent of Finance . l)emographic Research Phase. 

Employment 

The California Employment Development Department estimates that as of February 
2006 the civilian labor force for residents of the County was 98,800, of whom 87 ,600 
were employed. The unadjusted unemployment rate as of February 2006 was 
approximately 11.4%. The County and the City have a high unemployment rate due 
to the seasonal nature of the primary industry: agriculture. The table on the 
following page summarizes the civilian labor force, employment and unemployment 
in the County and the City for the calendar years 2000 through 2005. 
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CIVILIAN LABOR FORCE 
EMPLOYM~;NT, UNEMPLOYMENT, AND UNEMPLOYMENT RATE 

(Annual Average) 

Year At-ea· Labor F1:rrce Employment 
. , .. · U~J?l<l>:~\lt 

Ut11amj>l<:1Y!Jlent • · . Rate · 

2000 City 
County 

2001 City 
County 

:W,400 23.800 
89,:lOO 80.600 

26,900 24,100 
90,900 81,600 

2,600 
8, 700 

2,800 
9,:mo 

2002 City 28,100 25,000 3,100 
County 95,200 84,600 10,600 

2003 City 28,500 2f>,200 3.:lOO 
County 9G,f>OO 85,:lOO 11.200 

2004 City 28,900 25, 700 3,200 
County 97,600 86,900 10,700 

2005 City 29,200 25.900 3,300 
County 98,800 87,600 11,200 

Note: The unemployment rate is calculated using unrounded data. 

10.3 
10.3 

11. 1 
11.1 
11.<~ 
11.1:) 
11.iJ 
11.iJ 
11.4 
llA 

Source: Employment Development Department, f,ahor Marhet Information 
Division. 

The following table sets forth the annual average employment by industry within 
the County for 2000 through 2005. 

MERCED METROPOLITAN AREA 
ANNUAL AVERAGE EMPLOYMENT BY INDUSTRY 

(In Thousands) 
2000 through 2004 

2f!OO 2001 .. . . . , ~· !·,••y.oocl3 2:004 2005 

Total Al1 Inrlustries 63.8 64.0 66.3 66.6 67.0 69.9 

Fann 11.6 10.9 10.8 10.6 10.2 10.0 

).l" atural Resouret>s &~lining 0.0 0.0 0.0 0.0 CUI 0.0 

Construction 2.1 2.3 2.4 3.0 :!.4 3.6 

Manufacturing 10.4 9.8 10.6 10.7 11.l 10.9 

Trade, Transportation and U ti Ii ties 1().1 10.3 10.9 10.7 10.9 11.7 

Inforrnation 1.4 1.4 1.5 1.5 1.5 1.6 

Financial Activities 1.7 1.7 1.7 1.7 1.7 2.0 

Professional and Business Services :u :!.4 3.3 3.4 :.\.4 :u 
Education and Health Services 5.1 G.l 5.4 5.5 5.4 5.6 

Leisure and llospitality 4.5 4.5 4.5 4.5 4.7 4.7 

{)ther Services 1.5 1.6 1.7 1. 7 1.6 1.6 

Govern1ncnt 12.2 13.1 13.4 l:l.:! 13.1 15.1 

.')ource: State of C'aliforn ia Rniploy,nent TJeuelopnient l)epartnient. 
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Major Employers and Taxpayers 

The following table lists the City's major employers. 

Quebecor .. 
Lipton-Unilever 
Bianchi & .Sons Packing 
Yosemite Wholesale .. . 
Malibu Boals ............. . 
Werner Co1npany. 
Passion Fruit Far1nc, .. 
Scholle Corporation .... 
Richwood .Meats .. 
Fine I.inc Indu:,tries. 

CITY OF MERCED 
MAJOR EMPLOYERS 

900 
GOO 
400 
270 
250 
225 
200 
120 
115 
80 

Printing 
F oo<l Processing 
Toinato Packing 

Grocery Distribution 
Boats 

Ladders 
Grocer-Wholesale 
Bags & Packaging 

.Meats 
Boats 

Source: Merced County Economic Development Corporation. 

Construction Activity 

Merced has experienced a significant increase in construction activity within the last 
several years, primarily in the number of residential Phases. Building activity for 
the past six years in the City is shown in the following table. 

fflaiiaf ·• ·· B.esidential 
·,· Y~at Phases 

1999-00 288 
2000,01 406 
2001-02 l.381 
2002-03 1,887 
2003-04 2,228 
2004-05 1,04'1 

---·---

CITY OF MERCED 
TOTAL BUILDING PERMIT VALUATIONS 

Fiscal Years 1999-00 through 2003-04 

.. ~l'l}i'/I;id : 
·' .. , 

Residential Com/Ind 
Valuations . J?etmJts ·vfl1Uatfr>n8 

$ 29,397,421 7 S 4.123,000 
46,530,36·1 4 :,, ll4,000 
,,9,407,745 10 5,:l76.030 
98.648,513 273 25,36ll.<i7:l 

J:ll.376.640 36,1 66.369.902 
162.214.HGG 171 :.l4,()28,f,29 

Other 
Pennits 

1,147 
1,101 

379 
168 
300 

1639 

'. .. oifui~ 
Vilb:iaJil>nii ·· . 

$19.284.495 
l 9,0:l2,738 
2:J,\)08,926 

150,040 
417.71•1 

15,158,9:)5 

Source: City oflvferced Planning and Building Departn1ents. 

Transportation 

Transportation into the City and County of Merced is good. Rail freight service is 
provided by the Southern Pacific and Burlington Northern Santa Fe Railroads, and 
passenger service is available through Amtrak. The trucking industry provides 
overnight delivery to Los Angeles, San Francisco, and Sacramento and there are 16 
main carriers with regional and national connections in the Merced area. Airline 
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service is limited to United Express at the Merced Municipal Airport. This airport 
also serves private and charter airlines. Greyhound, Yosemite Gray Line, VIA 
Adventure Lines, and Merced Area Regional Transit System (MAHTS) offer bus 
services, and the highways which serve the City of Merced include State 
Highways 99, 140 and SR59. 

Education 

Educational facilities within the Merced area are provided by the Merced City 
School District. There arc 12 elementary schools, 4 junior high schools, 2 high 
schools (3 campuses), 2 parochial schools, and 5 private schools. The :\forced Union 
High School District encompasses all of Northeastern Merced County and serves the 
Cities of Merced, Atwater, and Livingston, as well as a numher of smaller 
communities and an extensive rural area. For the post-high school student, Merced 
College is a public, tax-supported, two-year institution providing residents of the 
Merced community a variety of educational opportunities, including transfer 
programs and vocational training. Students may study the humanities, life sciences, 
social sciences, agriculture, industrial technology, business and allied health in both 
day and evening classes. Merced College has a 159-acre site in North Merced. 
Although the University of California's main campus is not opened, it is offering 
classes in Merced through the Tri-College Center, a collaborative initiative with 
Merced College and California State University, Stanislaus. 

Additional General Area Data 

The City of Merced has the City Council/Manager type of government. Police and 
fire protection is furnished by the City of Merced to residents and bus::nesses within 
the incorporated area. 

Community facilities of the City of Merced include 2 general hospitals: 1 library: a 
newspapers; radio stations; public and cable television channel, 17 motels and 6 
mobile home parks. Other recreational facilities include nearby Yosemite National 
Park, Lake Yosemite, Lake McClure, Don Pedro Lake, Lake McSwain, and the 
San Luis Reservoir. 

Located north of the City of Merced approximately 8 miles, near the City of Atwater, 
is Castle Air Force Base, which officially closed in 1995. The base closure has 
brought about changes to the Merced community, in that it has moved away from its 
dependence on the military installation and moved towards an agriculturally-based 
community similar to other communities in the San ,Joaquin Valley, such as Modesto 
and Fresno. 

Merced, like these other communities in the San Joaquin Valley, is growing at a rate 
faster than the state average. This is due to affordable housing in comparison to the 
coastal communities in the State of California, the San Francisco Bay Area, and 
Los Angeles Basin. As such, the San ,Joaquin Valley communities have grown and 
will continue to do so into the foreseeable future. The closure of the Castle Air Force 
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Base has begun a shift in its dependence on the military to a typical San Joaquin 
Valley community, which has its economic base on agricultural and industrial 
means. 

In short, both the City and County of Merced are thriving entities and it is expected 
that they will both show continued growth into the foreseeable future. 

------------·· 
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NEIGHBORHOOD AREA DATA 

The subject property is located in the northeast sector of the City of Merced, just 
inside the city limits. lt is located approximately 3 miles northeast of the 
Downtown Central Business District. More specifically, the site is located on the 
south side of Yosemite Avenue, between Lake Road on the east and the Hatch 
Road alignment on the west. 

Over the past several years, there have been a number of residential 
subdivisions developed in the area. Currently, Bright Homes is offering their 
Summer Creek development, located on the east side of McKee Road, south of 
Yosemite Avenue, just southwest of the subject development. There are 133 total 
homes planned, of which 52 have sold at a rate of 0.63 homes per week. The 
homes range in size from 1,400 to 3,297 square feet, at base prices ranging from 
$299,990 to $573,990. 

The most similar competing residential developments in terms of quality and 
price are located in the area north of Yosemite Avenue between "G" Street and 
Highway 59. Within the Bellevue Ranch master planned community, homes are 
being offered by Ryland Homes, Matthews Homes, Kimball Hill Homes, 
Crosswinds Homes and Woodside Homes. Other developers operating in this 
area of Merced but outside of Bellevue Ranch include Dunmore Homes, Centex 
Homes and YCH Homes. 

The nearest retail development is about 1 mile to the west, at the southwest 
corner of Yosemite and "G" Street, where there is a neighborhood shopping 
center anchored by Raley's supermarket and Blockbuster Video. There is also a 
freestanding Chevron gas station/convenience store in this center. Other retail 
space is located along "G" Street, and along Olive Avenue, which is considered 
the retail hub of Merced. Both of these areas are within a 5 to 10 minute drive 
time from Moraga. 

Educational facilities located m the neighborhood include Chenoweth 
Elementary School, located at the northeast corner or Parsons and Teak, 
Cruickshank Middle School, located at Mansionette and Cormorant Drives, and 
Merced Union High School (North Campus) located at the northwest corner of 
Olive and ''G" Street. Merced College, a two-year junior college, is located at the 
northwest corner of Yosemite & "G" Street. 

The University of California's Merced Campus is located about 2 miles north of 
the subject property, on the north side of Bellevue Road, east of Lake Road. The 
campus, while still under construction, formally opened on September 5, 2005. 
The initial enrollment was approximately 1,000 students, and the campus is 
expected to add about 800 students per year for the next 30 years, topping out at 
25,000ce students. As supporting developments for the University, a town center 
and several residential villages will be huilt. The first residential village is 
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complete and is home to 600+ students. A major thoroughfare will eventually 
run along the east side of Merced, connected the campus with State Highway 99. 
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NEIGHBORHOOD AREA MAP 
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DEMOGRAPHIC STUDY 

A demographic study within a 5-mile radius of the subject development was 
conducted by Experian/Applied Geographic Solutions. The conclusions of this 
study are based upon information gathered within the Merced metropolitan 
statistical area and ls presented below. 

Population: 

In 2005, the population in the identified market area was 80,60B. The census 
revealed a population of 72,111 in 2000, and a population of 65,978 in 1990. The 
total change in population between 1990 and 2000 was 9.:10% indicating an 
annual average growth rate of 0.93%. By 2010, the population is projected to be 
88,430, representing a change of 9. 71 %, from 2005. The projected annual average 
population growth rate between 2005 and 2010 is 1.94%,. The annual average 
growth rate based on future projections appears to be increasing as compared to 
historical growth rate figures. 

Males comprise 49.71% of the current population, while females comprise the 
remaining 50.29%. Of the total population, 31.29% are under the age of 18 years. 
Another 63.44% are between the ages of 18 and 64, an indication of the potential 
workforce in the area. The remaining 9.65% of the people arc aged 65 or older. In 
2005, the median age of the population in the identified market was 28.9 years, 
as compared to the 36.3 year median age reported for the US base geography. 
The population density was 1,026.3 people per square mile. 

Households: 

In 2005, there were 24,978 households in the identified market aren. The Ci,nsus 
revealed household counts of 21,243 in 1990 and 23,115 in 2000. The total 
change in households was 8.95% over that 10 year period. The indicated av,,rage 
annual growth rate in households was 0.90%. By 2010, th,e number of 
households is projected to be 26, 750 indicating a change of 7.10"1, from 2005. 
Bet.ween 2005 and 2010, the indicated average annual household growth rate is 
expected to be 1.42%. The annual average growth rate bas,~d on future 
projections appears to be increasing as compared to historical growth rate 
figures. 

In 2005, the average household size was 3.13 persons. In 1990, the average 
household size was ,l.05, as compared to 3.05 in 2000 indicating that av,;rage 
household size remained stable during that period. 

In 2005, the median number of years in residence was :-1.6 as conpared to 3.:, 
years in the US Index Base. The average number of vehicles per household was 
1.6. The number of households without a vehicle was ,l,:l22. 

Income: 
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In 2005, the median household income in the identified market area was 
$35,469. The US index base had a reported median household income of $46,350. 
In 2000, the median household income was $25,449 as compared to $32,319 in 
1990. The total change in median household income between 1990 and 2000 was 
27.00%. The indicated average annual growth rate was 2.70%. By 2010, the 
median household income is projected to be $38, 783, indicating a projected total 
growth rate of 9.34% from 2005. The projected annual average growth equates 
to 1.87%. The annual average growth rate based on future projections appears 
to be decreasing as compared to historical growth rate figures. 

In 2005, the per capita income was $16, 753, as compared to the US base which 
reported a per capita income of $23,594. In 2005, the average household income 
was $50,145, as compared to the US base which reported an average household 
income of $61,553. In 2005, 35.83% of all households reported an average 
household income of less than $24,999. In addition, 45.27% of households 
reported an average income of between $25,000 and $74,999, and 13.59% 
averaged between $75,000 and $124,999. The remaining 3.37%, of all households 

reported an average household income exceeding $125,000. 

Housing: 

In 2000, the median housing value in the identified market area was $109,210 
representing a change of 17.35% from the reported median housing value of 
$93,065 in 1990. This comparison indicates annual average growth rates in 
housing values of 1. 73%. During that same period the US median housing value 
ranged from $78,382 in 1990 to $115, 194 in 2000. 

In 2005, the total reported occupancy level in all housing Phases was 24,978, or 
95.23%. Of that total, there were 12,505 reported owner occupied housing 
Phases and 12,472 renter occupied Phases. Owner occupied Phases represent 
47.68% of all occupied housing Phases as compared to the 47.55% occupied by 
renters. Between 1990 and 2000, the reported occupancy level in all housing 
Phases ranged from 21,243 (96%) to 23,145 (95%). The annual average occupancy 
level in all housing Phases appears to be decreasing. 

In 1990, the Census revealed the average rent in the neighborhood was $372, as 
compared to $457 in 2000. These figures indicate rental rates have increased 
during that period. 

Employment: 

In 2005, there were 34,251 people over the age of 16 in the identified market 
area. Of that total, 86.38% were employed, 13.59% were unemployed, 41.60% 
were not in the labor force and 0.02% were in the armed forces. In 2000, 
unemployment was reported to be 7.30%, as compared to 6.10% in 1990. 
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In 2005, there were 28, 783 employees (daytime population) and 2,631 business 
establishments. In 2000, white collar workers comprised 52.96% of the employed 
workforce, while those employed in blue collar occupations comprised the 
remaining 45.31 %,. In 2000, manufacturing jobs accounted for5.42% of the 
employed workforce and, service industry jobs accounted for 19.12% of the 
workforce. 

In 2000, the average time traveled to work was 15 minutes, as compared to 8 
minutes in 1990. During that period average travel time to work changed by 
74.4%. In comparison, the average travel time reported in the US base area was 
21 minutes in 2000. 

Educational Attainment: 

In 2005, 70.89% of the population over the age of 25 had earned a high school 
diploma in the identified market area, while 29.11 % did not earn a high school 
diploma. In comparison, 85.31 % of the population over the age of 25 in the US 
index base earned a high school diploma. In 1990, the population attaining a 
high school diploma was 68. 7:-l'Y.,, as compared to 69.93% in 2000. These figures 
indicate high school graduation rates within the identified market area have 
been decreasing since 2000. 

In 2005, a total of 23. 77'Yo of the population over 25 in the identified market area 
attended some college courses, while 8.58% earned an Associates Degree. 
Another 10.16% earned a Bachelor's degree, and 5.88% earned a Graduate 
degree. In comparison, the index base of US reported 19. 78% of the population 
attended some college courses, while 7.37% earned an Associates degree. Within 
the US base, another 17.64% earned a Bachelor's degree, and 10.09% earned a 
Graduate degree. 

Summary: 

In summary, the subject property is located in the northeastern sector of the City 
of Merced. The neighborhood is in transition from rural residential and 
agricultural uses to more intense urban uses. UC Merced should be a catalyst 
for the north Merced area. As such it is anticipated that the growth in the 
subject's neighborhood will continue into the foreseeable future. 
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CURRENT OWNERSHIP 

Moraga of Merced - Phase No. 1 

Official Records of the County of Merced show title to the subject to be vested in 
the name of Lakemont LWH, LLC, a Delaware Limited Liability Company. 

Moraga of Merced- Phase No. 2 

Official Records of the County of Merced show title to the subject to he vested in 
the name of Lakemont LWH, LLC, a Delaware Limited Liability Company. 

PROPERTY HISTORY 

Moraga of Merced- Phase No. 1 

The current owner received title to the property from LWH Farms, LLC, a 
California Limited Liability Company, by Grant Deed dated July 12, 2005, 
recorded July 18, 2005 as Document No. 2005-054306, Official Records of Merced 
County. 

LWH Farms, LLC received title to the property in three separate transactions: 

(1) From LWH Farms, a California General Partnership, by Grant Deed dated 
December 21, 2001, recorded December 28, 2001 as Document No. 58482. 

(2) From Pamela Hunt Lee, a married woman, as her sole and separate 
property, by Grant Deed dated December 21, 2001, recorded December 28, 
2001 as Document No. 58483. 

(3) From James K. Hunt, a married man, as his sole and separate property, by 
Grant Deed dated December 21, 2001, recorded December 28, 2001 as 
Document No. 58484. 

No other transfers in ownership occurred in the 5 years prior to the effective date 
of this appraisal. 

Moraga of Merced- Phase No. 2 

The current owner received title to the property from LWH Farms, LLC, a 
California Limited Liability Company, by Grant Deed dated June 1, 2006, 
recorded June 5, 2006 as Document No. 2006-03987 4, Official Records of Merced 
County. 

LWH Farms, LLC received title to the property in three separate transactions: 
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(1) From LWH Farms, a California General Partnership, by Grant Deed dated 
December 21, 2001, recorded December 28, 2001 as Document No" 58482" 

(2) From Pamela Hunt Lee, a married woman, as her sole and separate prnperty, 
by Grant Deed dated December 21, 2001, recorded December 28, 2001 as 
Document No. 5848:.l. 

(3) 1-'rom ,James K. Hunt, a married man, as bis sole and separate property, by 
Grant Deed dated December 21, 2001, recorded December 28, 2001 as 
Document No. 58484. 

No other transfers in ownership occurred in the 5 years prior to the effective date 
of this appraisal. 

LEGAL DESCRIPTION 

Moraga of Merced- Phase No. 1 

Lots 1 to 287, inclusive, of Final Map No. 5330, Moraga of Merced Phase No. 1, 
according to the map thereof recorded in Volume 74, Pages 15 to 56 of Rec<>rded 
Maps, Merced County Records. 

Moraga of Merced- Phase No. 2 

The final map for the 283 proposed lots in Phase No. 2 had not yet recorded on 
the effective date of appraisal. The current legal description is as follows: 

All that certain real property, heing a portion of and situate in the northeast 
quarter of Section 16, Township 7 South, Range 14 East, Mount Diablo Meridian, 
Cit)y and (~onnty of fv1erced. State of Califorr1ia, more particl1lar]y describ(Jd as 

follows: 

BEGINNING at the Southenst corner of Lot 155, as shown on that certain map, 
titled "MAP OF BRADLEY'S ADDITION NO. :l TO MERCED, CALIFORNIA", 
filed for record in Volume 4 of Official Plats, at Page 42, Merced County Records: 
thence along the South line and its Westerly extension thereof of said Lot 155, 
South 89°57'20" West, a distance of 1125.67 feet to the Southeast corner of Lot 
280, as shown on that certain map, titled "MORAGA OF MERCED PHASE No. 
1", filed for record in Volume 72 of Official Plats, at Pages 45 thru 56, ]\forced 
County Records; thence along the Easterly boundary of said "MORAGA OF 
MERCED PHASE No. 1", tbe following eight (8) courses: (1) No:·th 00°00'00" 
East, a distance of 1:l::J.81 feet; (2) thence North 90°00'00" West, a distance of 
26.83 feet; (3) thence North 00°00'00" East, a distance of 666.64 feet; (4) thence 
North O:l 0 24'47" West, a distance of 70.97 feet; (5) thence North 14°09'23" West, a 
distance of 78.7:l feet; (6) thence North 26°,13'02" West, a distance of SUH feet; 
(7) thence North 39°16'42" West, a distance of 81.61 feet; (8) thence North 
51°50'21" West, a distance of 81.61 feet to the most Northeasterly corner of 
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Adjusted Parcel A, as shown in Boundary Adjustment Application #05-10, filed 
for record as Document No. 2006-025511, Merced County Records; thence along 
the Northeasterly boundary of said Adjusted Parcel A, the following three (3) 
courses: (1) North 59°23'14" West, a distance of 27.80 feet; (2) thence North 
64°48'14" West, a distance of ?,7.27 feet; (3) thence North 71°48'5:i'' West, a 
distance of 16. 79 feet to a point on said Easterly boundary of said "MORAGA OF 
MERCED PHASE No. 1"; thence along last said Easterly boundary, the following 
twenty-five (25) courses: (1) North 78°13'59" West, a distance of 98.04 feet; (2) 
thence North 00°05'52" West, a distance of 110.00 feet to the beginning of a non
tangcnt curve concave to the Southeast having a radius of 32.00 feet, to which 
beginning a radial line bears North 22°07'15" West; (3) thence 15.13 feet 
Easterly along the arc of said curve through a central angle of 27°05'04" to the 
beginning of a compound curve concave to the South having a radius of 486.00 
feet, to which beginning a radial line bears North 04°57'49" East; (4) thence 
10.00 feet Easterly along the arc of said curve through a central angle of 
01 °10'44"; (5) thence along a non-tangent line North 06°08':-rn" East, a distance of 
1.50 feet; (6) thence North 17°23'49" West, a distance of 18.48 feet; (7) thence 
North 05°18'14" East, a distance of 1.50 feet to the beginning of a non-tangent 
curve concave to the South having a radius of 506.00 feet, to which beginning a 
radial line bears North 05°18'14" East; (8) thence 10.00 feet Westerly along the 
arc of said curve through a central angle of 01°07'56" to the beginning of a 
reverse curve concave to the North having a radius of 32.00 feet, to which 
beginning a radial bearing bears South 04°10'18" West; (9) thence 9.92 feet 
Westerly along the arc of said curve through a central angle of 17°45'14"; (10) 
thence along a non-tangent line, North 00°05'52" West, a distance of 221.68 feet 
to the beginning of a non-tangent curve concave to the Southeast having a radius 
of 32.00 feet, to which beginning a radial line bears North 22°07'15" West; (11) 
thence 14.13 feet Easterly along the arc of said curve through a central angle of 
25°18'12" to the beginning of a compound curve concave to the South having a 
radius of 732.00 feet, to which beginning a radial line bears North 03°10'57" 
East; (12) thence 10.00 feet Easterly along the arc of said curve through a central 
angle of 00°46'57"; (13) thence along a non-tangent line North 03°57'54" East, a 
distance of 1.50 feet; (14) thence North 12°03'59" West, a distance of 17.67 feet; 
(15) thence North 03°35':33" East, a distance of 1.50 feet to the beginning of a 
non-tangent curve concave to the South having a radius of 752.00 feet, to which 
beginning a radial line bears North 03°35'33" East; (16) thence 10.00 feet 
Westerly along the arc of said curve through a central angle of 00°45'43" to the 
beginning of a reverse curve concave to the North having a radius of 32.00 feet, 
to which beginning a radial bearing bears South 02°49'50" West; (17) thence 
10.66 feet Westerly along the arc of said curve through a central angle of 
19°05'42": (18) thence along a non-tangent line, North 00°05'52" West, a distance 
of 222.29 feet to the beginning of a non-tangent curve concave to the Southeast 
having a radius of :32.00 feet, to which beginning a radial line bears North 
22°07'15" West; (19) thence 12.35 feet Easterly along the arc of said curve 
through a central angle of 22°07'15"; (20) thence South 90°00'00" East, a distance 
of 9.99 feet; (21) thence North 00°22'22" West, a distance of 20.00 feet; (22) 
thence North 90°00'00" West, a distance of W.01 feet to the beginning of a curve 
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concave to the Northeast having a radius of 32.00 feet; (23) thence 12.25 feet 
Westerly alnng the arc of said curve through a central angle of 21 °55'32"; (24) 
thence along a non-tangent line, North 00°05'52" West, a distance of 102.57 feet; 
(25) thence North 44°57'05" East, a distance of 11.08 feet to a point on the South 
right-of-way line of Yosemite Avenue (90.00 feet wide) as shown on said 
"MORAGA OF MERCED PHASE No. l", said point being 50.00 feet distant at 
right angles from the North line of said Section 16; thence along last said South 
right-of.way line, parallel with last said North line, North 89°ii4'08" East, a 
distance of 40:3.34 foet to the intersection of said South right-of-way line with the 
Southwesterly line of a P.G. & E. easement (75.00 feet wide), filed for record on 
December 4, 1925 in Book 128 of Official Records, at Page 344, Merced County 
Records: thence leaving said Southerly right-of-way and along said 
Southwesterly line South 1 :1° 17'08" East, a distance of 1565.53 feet to a point, 
which is 23.00 feet distant at right angles from the East line of said Lot 155: 
thence parallel with last said East line, North 00°44'59" East, a distance of 
1141.57 feet to a point on said South right-of-way line of Yosemite AVt,nue; 
thence along said South right-of-way line, North 89°54'08" East, a distance of 
23.00 feet to a point on said East line of Lot 155; thence along last ~aid East line 
South 00°44'59" West. a distance of 19:l2. l 5 feet to the Point of Beginning. 

SUBJECT TO all easements and/or rights of way of record. 
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ASSESSED VALUATION AND TAXES 

The 289 Assessor's Parcels that make up the subject property were created after 
,January 1, 2006. As such, they have not yet been assigned assessed values. The 
current Assessor's Parcels were created from the former APNs 008-010-053, 054 
and 055. For the purpose of taxation, these three parcels were assessed as 
follows: 

Assessor's Parcel Number 
Tax Year 
Land 
Improvements 
Total 
Taxes 

Assessor's J>arcC'l Number 
Tax Year 
Land 
lmprovcn1cnts 
Total 
Taxes 

$ 
~ 
$ 

$ 

$ 

~ 
$ 
$ 

008-010-053 
2005-2006 

195,867 
0 

195,867 
2,084.20 

008-010-051 
2005-2006 

96,970 
0 

96,970 
1,035.90 

008-010-055 1\ssessor's Jlarcel Nun1ber 
Tax Year -""-"-'=---- - ------ ------ 2005-2006 
Land 
lmprovc1nents 
Total 
Taxes 

$ 
~ 
$ 
$ 

94,081 
9,940 

104,021 
1,110.62 

NOTE: Beginning with the 1981-1982 assessment roll, all property in Merced 
County is assessed at 100% of full cash value as determined by staff appraisal of 
the Merced County Assessor's Office. Prior to the 1981-1982 assessment roll, the 
assessed ratio statewide was 25%. Full cash value is defined as market value at 
the time of property transfer or the 1975-76 assessed values modified at the 
compounded rate of 2% per annum. 

With the passage of Proposition 13, or the ,Tarvis-Gann Initiative, it is highly 
likely that a transfer of the property would result in an increased assessment 
level and, hence, an increased tax burden. For the purpose of calculation, an 
approximate tax burden may be calculated by multiplying a pending transaction 
price of the property by the above-noted tax rate. 

SITE DESCRIPTION 

General Location: 
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The general location of the property is along the 
south side of Yosemite Avenue, between Hatch and 
Lake Roads. 
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Property Address: 

Assessor's Parcel Nos. 
Phase No. 1: 

Assessor's Parcel Nos. 
Phase No. 2: 

Census Tract No.: 

Thomas Brother§ Map 
Code: 
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Multiple Street Addresses have been m,signed to the 
parcels located in Phase No. 1, hut we were unable 
to ascertain them. All are located in Merced, 
California 95340. 

All Parcels are located in Merced County. 
008-411-02 to 22 21 Lots 

31 Lots 008-4 J 2-01 to :n 
008-412-33 to :17 
008-412-:19 to 54 
008-413-01 to 14 
008-414-01 to la 
008-421-01 to 28 
008-421-30 to 49 
008-422-01 to 13 
008-423-01 to 14 
008-424-01 to O:i 
008-425-01 to 05 
008-431-01 to 09 
008-4:'12-0l to 13 
008-4:i2· 15 to 35 
008-433-0l to 12 
008-4cl4-01 to 10 
008-435-01 to 10 
008-436-01 to 05 
008-4:l7-01 to 03 
008-441-ol to 04 
008-442-01 to 05 
008-443-01 to 07 
008-14:Hl9 to 13 
Total 
Total 

5 Lots 
16 Lots 
14 Lots 
13 Lots 
28 Lots 
20 Lots 
13 Lots 
14 Lots 

:J Lots 
5 Lots 
9 Lots 

1 :J Lots 
21 Lots 
12 Lots 
l(J Lots 
10 Lots 

5 Lots 
3 Lots 
4 Lots 
5 Lots 
7 I,ots 
5 Lots 

287 Lots 
50. 79 Gross Acres 

Doth parcels are located in Merced County 
008-010-55 (portion) and 008-010-62 (portion) 
Total 43.87 Gross Acres 

The subject property is located in Census Tract No. 
11.02, as delineated in the 2000 Federal Census. 

The subject property is located on Page 794, 
Quadrant ,J-2 of the Northern San ,Joaquin \'alley 
Street (tuide. 

·----- -
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Size: 

Ingress and Egress: 

PROPERTY DESCRIPTION 28 

The land areas that encompass Phases 1 and 2 of 
Moraga of Merced are as follows: 

Phase No. 
1 
2 
Total 

Gross Ac. 
50.79 
43.87 
94.66 

Net Ac. 
42.33 
35.49 
77.82 

Access to the property 1s available from Yosemite 
Avenue. 

Offsite Improvements: The offsite improvements that will be installed in 
Phases 1 and 2 of the Moraga Development will 
consist of asphalt-paved streets with concrete curbs, 
gutters and sidewalks. Streetlights will also be 
installed. Underground utilities will consist of 
water, sewer, natural gas, electricity, telephone and 
cable television. 

Utilities: Municipal utilities available to the property include: 

Topography, Drainage 
and Soils: 

Easements or 
Encroachments: 

Zoning: 

Electricity: - Pacific Gas and Electric Co. 
Gas: - Pacific Gas and Electric Co. 
Telephone: -AT&T 
Water: - City of Merced 
Sewer: - City of Merced 
Solid Waste: - City of Merced 
Police: - City of Merced 
Fire: - City of Merced 

The property is generally level in topography and at 
street grade. No soils report was furnished. 
Accordingly, the load bearing capabilities of the soil 
could not he verified, but are assumed to be 
adequate. Drainage is also assumed to be adequate. 

A review of the title reports for Phases 1 and 2 of 
Moraga indicated the existence of several easements, 
none of which arc thought to be detrimental to the 
property's value or its ability to be developed into 
the proposed 520-lot subdivision. 

The subject property is zoned RP-D (52), a 
residential planned development that allows the 
proposed 520 residential homesites that will be 

----- ---·-----
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Flood Zone: 

Seismic Zone: 

Wetlands: 

Hazardous Waste: 
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created by the developer in Phases 1 and 2 of 
Moraga. 

The suhject property is situated in Flood Zone X, a 
flood instirance rate zone that corresponds to n.reas 
outside the 100-year floodplains, areas of 100-year 
sheet f1ow flooding where average depths are less 
than 1 foot, areas of 100-ycar stream flooding where 
the contributing drainage area is less than 1 square 
mile, or areas protected from the 100-year flood hy 
levees. This information was obtained from the 
Federal Emergency Management Agency's Flood 
Insurance Rate Map, Community Panel No. 06047C-
04:,5-F, with an effective date of ,January 5, 2006. 

Seismic zones have been delineated by two 
entities -- the International Seismic Organization 
and the Alquist-Priolo Special Studies Zones Act. 
According to International Seismic Organization 
Earthquake Zone Maps dated 1981, the subject 
property is located within Seismic Zone 3, delineated 
as an area of Moderate Damage. 

The Alquist-Priolo Special Studies Zone Act is 
designed to mitigate the hazard of earthquake fault 
rupture by regulating and prohibiting the 
development of most structures for human 
occupancy near active fault lines. Cities and 
counties affected by Special Studies Zones must 
regulate certain development projects within the 
zones, and must withhold development permits until 
geologic investigations reveal that sites are not 
threatened by surface displacement due to 
earthquake faults. According to the 19~17 revision of 
Special Publication 42 "Fault-Rupture Hazard Zones 
in California", the City of Merced and the County of 
Merced, in which the subject property is located, arc 
not within a Special Studies Zone. Therefon,, no 
restrictions are placed on the property in regards to 
t.his act. 

There are no wetlands considerations affecting the 
subject property. 

Unless otherwise stated in this report, the existence 
of hazardous material, which may or may not be 
present on the property, was not observed by the 
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appraiser. The appraiser has no knowledge of the 
existence of such materials on or in the property. 
The appraiser, however, is not qualified to detect 
such substances. The presence of substances such as 
asbestos, urea-formaldehyde foam insulation, or 
other potentially hazardous materials may affect the 
value of the property. The value estimate is 
predicated on the assumption that there is no such 
material on or in the property that would cause a 
loss in value. No responsibility is assumed for any 
such conditions, or for any expertise or engineering 
knowledge required to discover them. The client is 
urged to retain an expert in this field, if desired. 
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Mariposa Collection Mariposa ('ollcction 
Monarch Model-Elevation C E111peror :vtodcl-----Elevation A 

Mariposa ('ollection Presidio (.'ollection 
Gossamer Model--Elevation B Willow '.Vlodel Elevation B 

Presidio ('ollcction Presidio ('ollcction 
Cypress Model Elevation B Sequoia l'v1odel Elevation (' 
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Merccd.:s (~ollcction 
Canyon Model Elevation B 

Mercedes ('ollection 
iv1eado\\' Model Elevation B 

From intersection ofl)cSota Way and Aviles 
I)rivc. looking easterly along I)cSota 
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Mercedes (~ollcction 
Falls Model- Flevation A 

Fro1n south\\·cst corner of' ponding basin/park, 
looking northeast 

Fron1 intersection ofDeSota Way and Aviles 
Drive, looking northerly along Aviles 
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Fron1 intersection ofDeSota Way and Aviles 
Drive, looking '"'esterly along [)eSota 

Fron1 intersection of l)eSota Way and Magellan 
Drive, looking northerly along Magellan 

Fron1 intersection ofDcSota Way and Whitc'"'atcr 
Way, looking northerly along Whitewater 
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From intersection of Bonifacio \Vay and Aviles 
Drive, looking northerly along Bonib1cio 

Fro111 intersection of l)cSota Way and Whitewater 
Way, looking easterly along De~:ota 

fron1 intersection of Pacheco Drive and Jardin 
\Vay, looking northerly along Jardin 
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Fron1 intersection of Pa<.:heco Drive and Jardin 
\Vay, looking westerly along Pacheco 

From intersection of Jardin Way and Via Moraga, 
looking \Vesterly along Jardin 

Fron1 intersection of Jardin Way and Via Moraga, 
looking southeasterly along Jardin 
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From intersection of Pacheco Drive and White
water Way, looking easterly along Pacheco 

From intersection of Jardin Way and Via Moraga, 
looking northerly along Via l'V1oraga 

From intersection of Jardin Way and DcSota 
Way, looking westerly along Jardin 
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From intersection of Jardin Way and [)cSota 
Way, looking southerly along DeSota 

Pron1 intersection of(iabricl l)rivc and Via lvfo

raga, looking westerly along (Jabriel 

From int.:rscction of Explorador Drive and Via 
Moraga, looking westerly along Explorador 
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Fron1 intersection of Jardin \Vay and DeSot:i 
Way, looking easterly along Jardin 

Fron1 intersection oflJrdaneta \Vay and Via :·v10-
raga, looking westerly along lJrdaneta 

Looking easterly along Explorador Drive at a 
point between Perez l)rive and Pizarro \Vay 
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From intersection ofYosen1ite Avenue and Via 
Moraga, looking southerly along Via Moraga 

From intersection of Yosemite Avenue and Via 
Moraga, looking westerly along Yosemite 
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From intersection ofYose1nitc Avenue and Via 
Moraga, looking easterly along Yosemite 
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ASSESSOR'S PARCEL MAP 008-041 (PHASE No.1) 
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ASSESSOR'S PARCEL MAP 008-042 (PHASE N0.1} 
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ASSESSOR'S PARCEL MAP 008-043 (PHASE NO. 1) 
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ASSESSOR'S PARCEL MAP 008-044 (PHASE N0.1) 
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ASSESSOR'S PARCEL MAP 008-01 (PHASE NO. 2) 
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CFD TRACT MAP 
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PHASE 2 SURVEY MAP 
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ZONING MAP 
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FLOOD ZONE MAP 
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Prepared for: 
Real Property Analysls 

Moraga of Merced 
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AERIAL PHOTOGRAPH 
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HIGHEST AND BEST USE 

In the valuation of the subject property, consideration has been given to its 
highest and best use. Highest and best use may be defined as: 

"The reasonably probable and legal use of vacant land or an improved 
property, which is physically possible, appropriately supported, 
financially feasible, and that results in the highest value. The four 
criteria the highest and best use must meet are legal permissibility, 
physical possibility, financial feasibility, and maximum profr;ability." 
(]'he Dictionary of Real E~tate _Appraisal, 4th Edition, Chica.go: Appraisal 
Institute, 2002, page 135) 

The highest and best use of land or a site as though vacant is defined as: 

"Among all reasonable, alternative uses, the use that yields the 
highest present land value, after payments are made for labor, capital, 
and coordination. The use of a property based on the assump·:ion that 
the parcel of land is vacant or can be made vacant by demolishing any 
improvements. 11 (1'he Dictionary of Real _f:stqJe Appraisal, 4tn Jidition, 
Chicago: Appraisal Institute, 20112. page 13.5) 

The highest and best use of property as improved is defined as: 

"The use that should be made of a property as it exists. An existing 
improvement should be renovated or retained as is so long as it 
continues to contribute to the total market value of the pro:oerty, or 
until the return from a new improvement would more than offset the 
cost of demolishing the existing building and constructing a new one. 
(The I) _ _i_c_tionary 9/ ___ 11:_fµl ___ fj:state Appraisal, 4th Edition, Chicago: Appraisal 
Institute, 2002, page 135) 

It is important to note that highest and best use is not determined through 
subjective analysis by the property owner, the developer, or the appraiser. It is 
shaped by the competitive forces of the market in which it is located. The four 
criteria of legal permissibility, physical possibility, financial feasibility, and 
maximal productivity are always considered in that order, for it makes no 
difference that a property is maximally productive or even financially feasible for 
a given use if it is legally prohibitive or physically impossible to develop the 
property to that use. 

In analyzing these four criteria, one or all of the following items may be 
analyzed: 

• Legal Permissibility: This criterion determines which uses are legally 
permissible. Legal uses are controlled hy such things as private 
restrictions, zoning ordinances, building codes, and/or environmental 
regulations. Private restrictions may prohibit certain uses or specified 

"----------- ·----
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building requirements such as setbacks, heights, or materials. Zoning 
ordinances are restrictions on property use imposed by governmental 
agencies such as cities or counties. Building codes may impose 
restrictions on construction that result in higher or lower costs than 
normal for the area. Environmental regulations are typically 
governmental rules pertaining to clean air, clean water, and/or wet lands. 

• Physical Possibility: Physical possibility refers to the physical 
attributes of the property that would affect its suitability for a particular 
use. It takes into account such items as size and shape; area; terrain, 
topography and soils; accessibility; and/or the risk of natural disasters. 
Size and shape of the property affects its utility and may make the 
property particularly suitable or totally unsuitable for a particular use. 
Area looks not only at the geographic neighborhood, but also at the 
availability and access of public utilities. Topography and sub-soil 
conditions may increase difficulty of development, increase its cost, or 
even prohibit it. Accessibility refers to the adequacy of access for the 
proposed develop1nent. Risk of natural disasters is typically identified in 
the form of flood or earthquake zones, which may impose costly 
restrictions or even prevent building. 

• Financial Feasibility: Many potential uses arc eliminated with the test 
of legal permissibility and physical possibility. Of those uses that are left 
to consider, questions are asked regarding whether or not a proposed use 
is likely to produce a return equal to or greater than the costs associated 
with that use. Ways of identifying financial feasibility include the simple 
test of whether or not the value of the proposed use is greater than the 
cost of development. When analyzing income properties, the question 
may be asked whether or not the income potential is great enough to 
cover all expenses associated with the operation of the property. A 
proposed use is financially feasible if both of the above are satisfied. 

• Maximum Productivity: Of those uses that are found to be legally 
permissible, physically possible and financially feasible, tho maximally 
productive use is that which produces the highest rate of return on the 
capital invested. Investors or developers are directly concerned with 
feasibility, defined as, "An indication that a project has a reasonable 
likelihood of satisfying explicit objectives." Investment in real estate, is an 
alternative to other investments, whether it be bank savings accounts, 
certificates of deposit, stocks, bonds, or any other type of investment 
vehicle. Without the potential for sufficient return on a real estate 
investment, investors will put their money into one or more of these 
alternative investment vehicles. 
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Highest And Best Use As Currently Vacant 

• Legal Permissibility: The subject property is zoned PD-52, which 1s 
planned development that allows Phases 1 and 2 of Moraga of Merced. A 
small section of the property, located in the northeast corner of Phase 2, is 
zoned R-1-6, single family residential. The subject property, as currently 
planned, is in conformance with the allowable uses within the PD-52 and 
H-1-6 zoning designations. 

• Physical Possibility: Phases 1 and 2 of the subject property contain a 
combined 94.66+ gross acres and appear to be at or above street grade. It 
is generally level in topography. The individual shapes and sizes of the 
subdivided homesites within the overall larger development are well 
suited for development. There do not appear to be any physical factors 
present that would preclude development of the subject parcels to their 
proposed use. 

• Financial Feasibility: It is beyond the scope of this appraisal 
assignment to determine the financial feasibility of the proposed 
development. We can st.ate, howevnr, that the financial foasibilit.y of the 
proposed development is well supported by the recent demand for 
residential housing and commercial developments m the Merced 
marketplace. Developments in competition with the sub.,ect are still in 
high demand, although in recent months, rising interest rate:; have 
resulted in a slowdown in sales. 

The subject property will be 
lines of production housing. 
Lakemont Homes. 

built out to three different. non-competing 
All will be built by a single developer, 

Following is chart showing the proposed product type,, that will be 
developed in Phases 1 and 2 of Moraga. The prices were obtained by the 
appraiser from the developer's price sheets. 

Moraga Neigh- Product No. of Gross Net Lois/ Lot Sizes Home Sizes . A,km Prices 
Unlt borhood Line Lots Acreage Acreage Gross Ac Minimum Maximum M1111mum M<:1ximum Minimum- Ma1o:lmwn 

1 ' Mariposa 91 J::l,5!) 11 23 6 lO 5.085 7.719 1.537 2229 $314,900 $369,900 

1 3 Pres,dio 1'1 22.08 18 01 5 48 5,1,'5 8J31 1 895 2.fi44 $344.90(1 $4095l00 

1 4 Morcodeo, 75 15.12 13 10 4.96 7,345 10 572 2419 3.50!'> $404.90(1 $509.900 

Tola!s ...... 287 50-79 42.34 565 .. .... ... .. .... .. .. -- . ' .. .. 

M0taga Neigh- Product No.of G=s Net Lots/ Lot Sizes Home-Smn Askin Prices 

UM l)QfhOOd Linc LO\S AcW<l"B Acri:maB Gross Ac Mfnimom Ma11Cimum Mmtmum Mtnmnum Mlni(iiUl,i M<JXimum 

' 2 Mariposa 115 20 4fl 15 70 5 67 5.085 10.049 1.b3{ 2229 $314.90(1 $369 900 

2 3 Prcsirl,o 52 9 50 8 21 5 47 621!; 9J78 1 895 2Jl44 $344,900 $409.900 

2 4 Me1t.:ede:; 66 13.34 11 58 4 '.c!5 I 34t, 8.584 2 419 3.:i05 $404,900 $509,900 

Tola!s ., .. 2~3 43 32 35.49 5.38 .... ---- ---- ·-- ' 

The appraisers were provided with a market feasibility study prepared by 
The Gregory Group dated October 2006 (See Addenda) in which a 
detailed analysis was performed with regard to the absorption of the lots 
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within the subject Moraga development. The absorption rates estimated 
by the Gregory Group are as follows: 

Neigh· No. of EstirQated Ab$orE fioo .. ·· 
borhood Collection Lots PerWeel< · Per Month Per Quarter 

2 Mariposa 206 0.500 2.17 7.00 
3 Presidio 173 0.500 2.17 7.00 
4 Mercedes 141 0.500 2.17 7.00 

Totals 520 1.500 ·a.so 2U)O .. 

• Maximum Productivity: The maximally productive use of the property 
is that use that provides the highest return to the land. It is our opinion 
that the proposed use of the subject property represents the maximally 
productive use of the property. 

• Conclusion of Highest and Best Use As Currently Vacant: The 
highest and best use of the property, as currently vacant and available for 
development to its highest and best use, is for development to its proposed 
use as a residential subdivision. 
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METHOD OF VALUATION 

There are three generally accepted approaches available in the valuation of real 
property. They are the Sales Comparison, Income Capitalization, and Cost 
Approaches. In appraisal practice, an approach to value is included or omitted 
based upon its applicability to the property being valued and the quality of the 
information available. 

Sales Comparison Approach 

The Sales Comparison Approach is defined as follows: 

"A set of procedures in which a value indication is derived by 
comparing the property being appraised to similar properties that 
have been sold recently, applying appropriate Phases of comparison, 
and making adjustments to the sale prices of the comparables based 
on the elements of comparison. The sales comparison approach may 
he used to value improved properties, vacant land, or land being 
considered as though vacant; it is the most common and preferred 
method of land valuation when an adequate supply of comparable 
sales are availah]e." (Tfte Dictionary Qf..Real ..Estate Appr:ais0:_l, 4ri, Edition, 
Chicago: Appraisal Institute, 2002, page 25.5) 

The Sales Comparison Approach is useful for the appraisal of vacant land or 
improved properties. The majority of all property types can generally he 
analyzed by open market comparison. 

Income Capitalization Approach 

The Income Capitalization Approach is defined as follows: 

"A set of procedures through which an appraiser derives a value 
indication for income-producing property by converting its anticipated 
benefits (cash flows and reversion) into property value This 
conversion can he accomplished in two ways. One year's income 
expectancy can be capitalized at a market-derived capitalization rate 
or at a capitalization rate that reflects a specified income pattern, 
return on investment, and change in the value of the inv,estment. 
Alternatively, the annual cash flows for the holding period and the 
reversion can he discounted at a specified yield rate." (The Dic/iQnanof 
lJ.~al _.Ec."!_tate ,Appraisal, 4th Edit in 11, (~hicago: .4pprai . ..,"al Institute, 2002, puge 148) 

The Income Capitalization Approach is a necessary component of the appraisal of 
an income propc•rty. An investor who purchases an income-producing real estate 
property is essentially trading a sum of present dollars for a right to receive 
future benefits. 

-- - ---· -----
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Cost Approach 

The Cost Approach is defined as follows: 

"A set of procedures through which a value indication is derived for 
the fee simple interest in a property by estimating the current cost to 
construct a reproduction of, or replacement for, the existing structure; 
deducting accrued depreciation from the reproduction or replacement 
cost; and adding the estimated land value plus an entrepreneurial 
profit. Adjustments may be made to the indicated fee simple value of 
the subject property to reflect the value of the property interest being 
appraised. 11 CT.be l)ictiQ.pary of Real Est~te Apprais&.L :Jrd Edition, C:hicapo: 
Appraisal Institute, 1.9.93, page RI) 

Accrued depreciation is defined as follows: 

"l. The difference between the reproduction or replacement. cost of the 
improvements on the effoctive date of appraisal and the market value 
of the improvements on the same date. 2. In accounting, the amount 
reserved each year or accumulated to date in the accounting system 
for replacement of a building or other asset." (The DictiQ,:iary of Real 
Estate Appraisal, 4th Edition, Chicago: Appraisal Institute, 2002, page 4) 

A loss in value to structures or other improvements emanates from one or more 
of three sources. The sources are physical deterioration, functional obsolescence, 
and external obsolescence. After identifying and measuring the separate 
elements of the accrued depreciation, an appraiser deducts the dollar amounts of 
the applicable types of depreciation from the reproduction or replacement cost of 
the improvements. The resulting difference is the estimated present value of the 
improvements. 

Reconciliation of Values 

A final reconciliation of value is then made after weighing the strengths and 
weaknesses of each of the three approaches. In the reconciliation, the appraiser 
analyzes alternative conclusions and selects the value estimate from among two 
or more indications of value. A thorough review of the entire valuation process 
may precede this step. Reconciliation is the part of the valuation process in 
which the appraiser most directly draws upon his or her experience, expertise, 
and professional judgment to resolve differences among the value indications 
derived from the application of the approaches. The appraiser weighs the 
relative significance, applicability, and defensibility of each value indication and 
relies most heavily on the one that is most appropriate. 

·-
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Phase 1 - Valuation of the Fee Simple Estate 

This report will provide an overall as-is market value that will represent a 
hypothetical bulk sale cumulative value of the 287 residential lets that will be 
created in Phase 1 of the Moraga development. This value is not equivalent to 
the market value of the property as a whole. 

Value of Land with Paper Lots 

The Direct Sales Comparison Approach has been used in the valuation of the 
residential land with a final tract map in place and offsite improvement,: along 
the Yosemite Avenue frontage. 

Value of Model Homes 

The nine completed model homes were valued usmg the Sales Comparison 
Approach. 

Retail Value of Typical Lot 

Because of the absence of adequate comparable sales of individual homesites 
within the Merced marketplace, a Land Residual Technique was used to 
establish the average retail lot value that is a key component in the bulk sale 
value analysis. 

Bulk Sale Value 

A Discounted Cash Flow Analysis was used to determine the bulk sale value of 
the lots in the three neighborhoods that make up Phase 1 of Moraga. 

Phase 2 Valuation of the Fee Simple Estate 

Using the Direct Sales Comparison Approach, this report will provide a valuation 
of the 43.87 acres of raw land that will be developed into Phase 2 of the Moraga 
development. This value assumes that there is a tentative tract map in place for 
233 residential lots, and that the offsite improvements have been installed along 
the Yosemite Avenue frontage. 
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PHASE 1 - VALUE OF LAND WITH PAPER LOTS 

The final tract map for the 287 residential lots that comprise Phase I has been 
recorded, and work has commenced on the street widening and the installation of 
co11crete c11rb, gutters and sido\valks along the Yosemite Avenue frontage. This 
valuation assumes that the offsite work along Yosemite has been completed, and 
takes into consideration the final tract map. Although work has commenced on 
the interior offsite improvements for the subdivision, this value assumes that 
this work has not yet been started. 

In forming our opinion of the as-is market value of the property in the condition 
described in the preceding paragraph, the Direct Sales Comparison Approach 
was used. Necessary to this method of valuation was the selection of comparable 
market data that could be compared to the subject property. Twelve sales of 
potential residential subdivision land were chosen for comparison with the 
subject residential parcels. These transactions are summarized in the chart on 
the following page, and fully detailed in Data Sheets 1 to 12, found in the 
Addenda of this report. They will he described in the following paragraphs. 

Sale 1 is identified as Lots V-8A and V-9 of Bellevue Ranch East, which contain 
total of 3:1.90 acres. This property sold in February of 2005 at a purchase price of 
$7,770,000. At the time of sale an approved tentative subdivision map was in 
place for 148 residential lots. Analysis of this sale indicates that the property 
was purchased on the basis of $229,204 per acre, or $52,500 per paper lot. Based 
upon the number of lots, the indicated density for this property is 4.:37 lots per 
acre. The property was zoned PD-42, which allows for single-family residential 
subdivision development. All utility services were available to the site at the 
time of purchase. Offsite improvements were partially installed and consisted of 
concrete curbs, gutters and sidewalks. 

Sale 2 is identified as Lots V-14 and V-15A of Bellevue Ranch East, which 
contain total of 30.00 acres. This property also sold in February of 2005 at a 
purchase price of $6,970,000. An approved tentative subdivision map was in 
place for this sale property, and calls for 164 residential lots. Based upon the 
number of lots, the indicated density for this property is 5A 7 lots per acre. 
Analysis of this sale indicates that the property was purchased on the basis of 
$2:32,:33;3 per acre, or $42,500 per paper lot. The property was zoned l'D-42, 
which allows for single-family residential subdivision development. All utility 
services were available to the site at the time of purchase. Offsite improvements 
were partially installed and consisted of concrete curbs, gutters and sidewalks. 

Sale ;3 is identified as Lots V-15B, V-15D, and V-16B of Bellevue Ranch East, 
which contain approximately 28. 79 acres. This property sold in February 2005 
at a purchase price of $7,900,000, or $274,401 per acre. There is an approved 
tentative subdivision map for 158 single-family residential lots included in the 
purchase. Based on the number of lots, this equates to a purchase price of 
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Sale 
No. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

Locarton 
APN 

Bellevue Ranch East 
Lots V-8A & V-9 
Merced CA 

Bellevue Ranch East 
lotsV-14&V-15A 
Merced, CA 

Bellevue Ranch East 
Lots V-158, V-150. & V-16B 
Merced. CA 

ES Hwy 59 N/0 Yosemite 
Merced. CA 
206-040-001 

NWC "G" Street & Bellevue 
Merced CA 
052-380-008 

Bellevue Ranch East 
Lot V,88 
Merced. CA 

Bellevue Ranch East 
Lot 01 (Portion) 
~/erced. CA 

Bellevue Ranch East 
Lot 01 (Port,on) 
Merced. CA 

Bellevue RaPch East 
Lot 01 (Portion) 
Merced. CA 

SEC Loughborough & Meadow 
Merced. CA 
058-030-028 

NS Monaco @ Horizons Ave 
Merced, CA 
206-030-011 

SEC Yosemite & Hatch Road 
Merced. CA 
008-010-061 

sai, s,~ 
om, Prtc.; 

2:23105 $7 770.000 

2124105 $6.970 000 

2125105 $7,900,000 

2/16105 $8.476.000 

7118105 $6.615,000 

1i30/06 $5.400.000 

3/22/06 $1.890.000 

3124106 $10.412.000 

5/3106 $1.640.000 

12/23/05 $2.800.000 

41~8105 $12 500.000 
Contract 

Jul-03 $12.237.750 
Contract $9.881,550 

For Moraga 
·-- . 

Siv, 
• (Acres 

33 90 

30 00 

28 79 

42.38 

17 64 

13.47 

3 72 

COMPARABLE SALES ANALYSIS 
Potential Subdivision Land Sales 

Merced, California 

Map lnc!? Density Price/ PrielW Zoni-ng-
# of Lots Lois/Acre Acee Paoer lot Gen. Plan: 

Yes 4.37 $229,204 $52,500 PDA2 
148 Res 

Yes 5.47 S232,333 $42,500 EQ:.11 
164 Res 

Yes 5 49 $274,401 $50,000 P0-42 
158 Res 

!<> 5 97 $200,000 $33,502 PD-46 

253 Bus. Pk 

t[Q 5 27 $375,00-0 $71,129 ~ 
93 Res 

Yes 4 45 $400,891 $9-0,000 PD-42 

60 Res 

"' 5.65 $508,06-5 $90,000 PD-42 

21 Res , ___ 
···-~--

26 08 Ye; 525 $399,233 $76,000 PD-42 
137 Res 

9.24 Yes 8 87 $177,489 $20,000 P0-42 

82 Res 

6 92 t[Q 11 27 $404,624 $35,897 
78 

40 24 ',Q 6 96 $310,636 $44,643 PD 
200 R.,,, 

116 55 t:,l.Q ...... . ..... £Q:S 
94.11 520 5.53 $105,000 $19,003 Res 

-

UtiHtles Rec. Date 
Offsites Doc. No. 

S,WG,E 3124i05 
C.G 05-021361 

S.W.GE 3118105 
C.G 05·019771 

SWG.E 3:18/05 
C.G 05-19985 

S.W.G.E 3/1/05 
None 05-'4639 

S.W.G.E 11/15:05 
r-;one C5·90983 

S.W,GE 219106 
CG 06-11121 

S.W.GE 414/06 
C.G 06-024381 

S.W G.E 3r30i06 
C.G 06-023221 

S.W.G.E 518106 
C.G 06-032863 

S.W.GE 12,30,os 

CG 05- 1 03274 

S.W.G.E 5!15106 
C.C c;::;.cc.i05s 

fl.VV.G E 7i18105 
None 05-54306 

Seller 
Buyer 

C•ossw1nd Commurnties 
Kimba,1 H•ll Hornes 

Crosswind Cor1munit1es 
Ryland Homes 

Bellevue Raner; - Merced l P 
Merced Bellev1;e Ranch, L P 

Absolute. LLC 
Morr.son Homes Inc 

Gragnan1 
Merced University Village. LLC eta: 

Be,levue Rancn-Merced L.P 
Kimball Hill Bel'evue Ranch LLC 

Bellevue ::Zanch-Merced LP 
Kirnball Hill Be levue Ranch LLC 

Bellevue Ranch-Marced LP 
Merced Bellevue Ranch LP 

Bellevue Ranch-Marced LP 
Erwision Homes. LLC 

Collins. e\al 
Ashley Investments. LLC 

Cuttore & Bard 
YC:: Oe.;e::;~rnent 

LWH Farms LLC 
Lakemont LWH, LLC 

Oatabasa 
Ref, No. 

RPA:-4482 

RPA1-4483 

R.PA1-4484 

RPAl-4485 

RPA1-4759 

RPA1-476' 

RPA1-4824 

RPA1-4825 

RPA1-4826 

RPA 1-4762 

RPA1-4832 

RPA1-4867 
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COMPARABLE SALES MAP - RESIDENTIAL LAND SALES 
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$50,000 per paper lot. Based upon the number of lots, the indicated density for 
this property is 5.49 lots per acre. The property was zoned PD-42, which allows 
for single-family residential subdivision development. All utility services were 
available to the site at the time of purchase. Offsite improvements were 
partially installed and consisted of concrete curbs, gutters and sid,,walks. 

Sale 4 is located on the east side of Highway 59, north of Yosemite Avenue in 
Merced and sold in _February of 2005. This property contains approximately 
42.38 acres, and the selling broker indicated that the purchase price was 
$200,000 per acre, or $8,476,000. At the time of sale, the property was mapped 
for 253 single-residential lots, indicating a purchase price of $33,502 per paper 
lot. Based upon tho number of lots, the indicated density for this property is 5.97 
lots per acre. The property is zoned PD-46, which allows for residential 
subdivision development, and is generally planned for residential use:,. All 
municipal utility services were available to this property at the time of purchase. 
This property was purchased by the developer of an adjacent subdivision. 
According to the broker involved in a transaction, the buyer did not pay any 
premium for the property due to its proximity to their existing subdivision. 

Sale 5 is located at the northwest corner of "G" Street and Bellevue Road in 
Bellevue Ranch North. It sold in ,July 2005 for $6,615,000. The property 
contains approximately 17.64 acres, indicating a purchase price of $375,000 per 
acre. At the time of sale, the property had no tentative tract map in place. 
However, it is reasonable that the property could be developed to a density of 
5.27 lots per acre based on the typical densities in the Bellevue Ranch 
development, This equates to 93 lots or $71, 129 per paper lot. The property is 
zoned PD-42, which allows for single-family residential subdivision development. 
All utility services were available to the site and no offsite improvements were in 
place at the time of purchase. 

Sale 6 is identified as Lots V-8B of Bellevue Ranch East, which contains total of 
13.4 7 acres. This property sold in January of 2006 at a purchase price of 
$5,400,000. At the time of sale an approved tentative subdivision map was in 
place for 60 residential lots. Analysis of this sale indicates that the property was 
purchased on the basis of $400,891 per acre, or $90,000 per paper lot. Based 
upon the number of lots, the indicated density for this property is 4.45 lots per 
acre. The property was zoned PD-42, which allows for single-family residential 
subdivision development. All utility services were available to the site at the 
time of purchase. Offsite improvements were partially installed a:~d consisted of 
concrete curbs, gutters and sidewalks primarily along Bancroft Drive. 

Sale 7 is a 3. 72 acre property that was sold to Kimball Hill homes in March 2006. 
The purchase price was $1,890,000, indicating a Phase price of $508,0i,5 per 
acre. The property will be subdivided into 21 residential homesifas at a density 
of 5.65 lots per acre, indicating a Phase price of $90,000 per lot. The property 
was zoned PD-42 at the time of sale, which allows for single family 
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residential development. All utility services were available to the site at the 
time of purchase. Off site improvements were partially installed and consisted of 
concrete curbs, gutters and sidewalks primarily along "M" Street. Terms of the 
sale call for the seller to construct the offsite improvements along Noble Drive, 
thus delivering a finished superpad to the buyer. Included in the sales price was 
a final map for the 21 lots. 

Sale 8 is a 26.08 acre property that was sold to Merced Bellevue Ranch 
(Matthews Homes) in March 2006. The purchase price was $10,412,000, 
indicating a Phase price of $399,233 per acre. The property will be subdivided 
into 137 residential homesites at a density of 5.25 lots per acre, indicating a 
Phase price of $76,000 per lot. The property was zoned PD-42 at the time of sale, 
which allows for single family residential development. All utility services were 
available to the site at the time of purchase. Offsite improvements were 
partially installed and consisted of concrete curbs, gutters and sidewalks 
primarily along "M" Street and Cardella Road. Terms of the sale call for the 
seller to construct the offsite improvements along Bancroft Drive, thus delivering 
a finished superpad to the buyer. Included in the sales price was a final map for 
the 137 lots. 

Sale 9 is a 9.24 acre property that was sold to Envision Homes in May 2006. The 
purchase price was $1,640,000, indicating a Phase price of $177,489 per acre. 
The property will be subdivided into 82 residential homesites at a density of 8.87 
lots per acre, indicating a Phase price of $20,000 per lot. The property was zoned 
PD-42 at the time of sale, which allows for single family residential development. 
All utility services were available to the site at the time of purchase. Offsite 
improvements were partially installed and consisted of concrete curbs, gutters 
and sidewalks primarily along "M" Street. Included in the sales price was a final 
map for the 82 lots. 

Sale 10 is located at the southeast corner of Loughborough Drive and Meadow 
Avenue in Merced. The property sold in December 2005 for $2,800,000. There 
was no tentative map in place at the time of sale. However, the buyer indicated 
that the property will be developed to approximately 78 town homes. This 
indicates a density of 11.23 lots per acre and a price per paper lot of $35,897. At 
the time of sale, the property was zoned PD-8, which allows for single-family 
residential subdivision development. It also had all utility services available and 
offsite improvements were fully installed, which consisted of concrete curbs, 
gutters and sidewalks. 

Sale 11 is located on the north side of Monaco Drive at Horizons Avenue in north 
Merced. It went into contract in April 2005 at a price of $12,500,000, all cash. 
The property contains 40.24 acres and sold on the basis of $310,636 per acre. 
There was no tentative map in place at the time the property went into contract, 
but the buyer processed a map for 280 lots that was finalized just prior to the 
May 2006 closing date. This indicates a density of 6.96 lots per acre. At the time 
of sale, the property was zoned PD, which allows for single-family 
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residential subdivision development. All utilities necessary for development 
were present in Monaco Drive. There were offsite improvements in place on the 
south side of Monaco, hut not on the north side of the street that forms this sale's 
south property line. 

Sale 12 is the subject property, which entered into contract in ,July 2003 at a 
price of $12,237,750 for 116.5G gross acres, indicating a purchase price of 
$105,000 per acre. At the time the sale agreement. was signed, the property had 
no entitlements, and the purchase was contingent upon tho developer being able 
lo annex the land into the City of Merced, obtain the necessary P-D (52) zoning, 
and getting approval from the City for the 520-lot Moraga of Merced residential 
development that will encompass 94.11 gross acres of the purchased property. 
Based upon the 94.11 acre area, the proposed density for the subdivision is 5.53 
lots per acre. Within the development, a 7.16 acre park site/water de1ention 
basin will be dedicMed to the City of Merced. The remaining 15.28 acres is 
located north and east of a 11:'ikV power line and will not he part of the final 
development. All utilities necessary for development were available to the 
property, but no offsite improvements were in place. 

In summary, the comparable sale properties sold between July 2003 and May of 
2006. The sale properties range in price from $105,000 to $508,06:5 per acre. For 
those sale properties that have approved final subdivision maps included in their 
purchase prices (Sales 1 through 4 and 6 through 9), the indicated value range is 
between $20,000 per paper lot to $90,000 per paper lot. In order to determine 
the value of the residential acreage within the subject development, the 
preceding sales have been used and an individual discussion of each sale 
attribute can be found in the following paragraphs. 

Real Property Rights Conveye~ 

The fee simple interest in the subject property is valued in this appraisal. All of 
the sales were transfers of fee simple interests. Therefore, all are considered 
equal with respect to property rights conveyed. 

Financing Terms 

The subject property is appraised assuming a cash or cash-equivalent sale. All of 
the sales sold on this basis. Hence, all are considerod equal with respect to 
financing terms. 

Conditions of Sale 

The subject is appraised assuming normal conditions of sale. The comparable 
sales were considered "arm's length" transactions. Sale No. H, however, was sold 
at a steep discount because the master developer of Bellevue Ranch East was 
required to provide income-restricted housing in a portion of the (lV<?rall Bellevue 
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development. This sale was deeply discounted to allow the buyer to develop such 
housing and still make a profit. 

Market Conditions 

As indicated by the sales, the market has been trending upward in prices. We 
were able to compare sales that occurred in Bellevue Ranch East to obtain a time 
adjustment. When comparing Sales 1 through 3 to Sale 7, the increase was 
approximately $125,000 to $175,000 per acre per year. Due to the current 
residential market slowing, we have estimated the time adjustment 
conservatively at $125,000 per acre. 

Sale 5 was time adjusted at a rate of 2% per month between its July 2005 sale 
date and September 2005, the point in time when the market began to level off. 
Sale 12 was time adjusted at the same 2% per month rate for the 27 months 
between its July 2003 contract date and September 2005. 

Physical Characteristics 

The physical characteristics that were considered were location, size, zonmg, 
topography and proposed use. 

Size: Sales 1 to 12 range from 3. 72 to 94.11 acres in size. Phase 1 of Moraga 
contains 50. 79 gross acres. Sales 1 to 11 are smaller and considered superior, 
while Sale 12 is larger and considered inferior. 

Tract Map Included: Sales 1 through 4 and 6 through 9 had tract maps 
included in the sale price. The subject has a recorded final tract map on Phase 1. 
As such, these eight sales are considered similar to the subject. 

Sales 5, 10, 11 and 12 had no tentative maps included in the sales price, and are 
considered inferior to the subject. 

Density: The densities for neighborhoods 2, 3, and 4 of Phase 1 range from 4.96 
to 6. 70 units per acre. These densities are similar to those shown for Sales 1 to 
8, 11 and 12. 

The densities of Sales 9 and 10 are 8.87 and 11.27 units per acre. These sales 
are considered inferior to the subject. 

Zoning: All sales have similar zoning and require no adjustment. 

Utilities: All sales have all utilities services available and warrant no 
adjustment. 

www.rpaappraisal.com rpa Real Property Analysts 

http://www.rpaappraisal.com


ANALYSES AND CONCLUSIONS 61 -------

Offsites: The subject is being appraised as if the offsite improvements along 
Yosemite Avenue are in place. Offsite improvements were in place in Sales 1 to 
3, and 6 to 11, and these sales are considered similar to the subjecL. 

Sales 4, 5 and 12 had no offsilc improvements in place and are considered 
inferior to the subject. 

St!mmary of Compad,'lons Phase 1 

The chart on the below summarizes the comparisons discussed in the preceding 
paragraphs. 

Sa!e Price/ Sale Tim.:i Trn,e Adj Size Density OVemtl Indicated 
No Acee Oaie Adj PriceiAcre (Acres) Map Incl? Lots/Acre ZMin~ UtiHhes Offsrtf·S Adi Value 

1 $229204 Fcb·05 33.90 Yes 4.37 PD-42 S,W.G.C CG 
$125,000 $354,204 0 0 0 0 0 <$354,204 

2 $232,333 Feb 05 30 00 Yes 5 47 P0-42 S.W.G.E C.G 
$125,000 $357,333 0 0 0 0 0 <$357,333 

3 $274.401 Feb 05 )8 79 y PD-42 S,W.G.E C.G 
$125.000 $399,401 0 0 0 0 0 <$399,401 

4 $200.000 reb-05 4? 38 Yes 5 91 l'D-46 S.W.G.E Nonf 
$125,000 $325,000 0 0 0 0 ' ' >$325,000 

5 $375.000 Jul-05 17 64 Ne 5.27 R-1 S.W G.[ Non( 
4% $15.000 $390,000 ' 0 0 0 + <$480.000 

6 $380,068 Sep-0'.) 11 84 No 591 R-1 S.IN.G.I: C.G 
0% $0 $380,068 + 0 0 0 0 <$.+71,284 

7 $400,891 Jan 06 13.41 Yes 4 45 PD 42 S.WG.E C.G 
0% $0 $400.891 0 0 0 0 0 <$400,891 

8 $508,065 Mar-06 3 72 Yes 5.65 PD 42 S,W.G.E C.G 
0% $0 $508,065 0 0 0 0 0 <$508.065 

9 $399.233 Mar-06 26 08 Yes 5 15 PD-42 S.W.G.E C.G 
0% $0 $399,233 0 0 0 0 0 <$:199,233 

10 $177 489 May-06 0 24 Yes 8.87 PD-42 S.W G.C C.G 
0% $0 $177,489 0 ' 0 0 0 + >$'177,489 

11 $404,6?4 De<>0'.) 6 ()2 No 11.27 PD-8 S.W.G.[ C.G 
0% $0 $404,624 + ' 0 0 0 <$404.624 

12 $105.000 Jul-0'.l ,14 11 No '.) t:>3 f'Ll-5? S,Vv Gr None 
54% $56,700 $161,700 ' ' 0 0 0 ' ' >$184,800 

Subj ---··- Sep-06 ..... 50 79 Yes 5.53 PD-52 S,W,G.E C,G 
Phase 1 

Tho bracketed range in value for the subject property appears lo oc $:-125,000 to 
$354,204 per acre. l n order lo check this range, the following table and the 
graph shown on the following page were prepared: 
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Sale -Adj, Pric.el · Size AdJusted No.of -- P:rtte " - Oejlsify 
NQ.. _ Acre x {Acres} = Saies Prlce + lots = perLQt UnltsJAcre 

1 $354.204 x 33.90 = $12,007,500 + 148 = $81,132 4.37 

2 $357,333 x 30.00 = $10,720,000 164 = $65,366 5.47 

3 $399,401 x 28.79 = $11,498,750 + 158 = $72,777 5.49 

4 $325,000 x 42.38 = $13,773,500 + 253 = $54.441 5.97 

5 $390.000 x 17.64 = $6,879,600 + 93 = $73,974 5.27 

6 $380,068 x 1184 = $4,500,000 + 70 " $64,286 5.91 

7 $400,891 x 13.47 = $5,400,000 60 = $90,000 4.45 

8 $508,065 x 3.72 = $1,890,002 + 21 = $90,000 5.65 

9 $399,233 x 26.08 = $10,411,997 + 137 = $76,000 5.25 

10 $177,489 x 9.24 = $1,639,998 + 82 = $20,000 8.87 

11 $404.624 x 6 92 = $2,799,998 + 78 = $35,897 11.27 

12 $161.700 x 94.11 = $15,217,587 + 580 = $26,237 5 53 

Price/Unit v. Density 
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Density (Units/Acre) 

The subjoct neighborhoods have densities of 6.70, 5.48 and 4.96 units per acre. 
From the graph, we have estimated unit values of $51,000, $62,500 and $70,000 
per lot. This translates into the following value opinions for the land in 
undeveloped condition, but with all entitlements in place. The per acre value 
opinions range from $341,501 to $347,222, which is well within the $325,000 to 
$354,204 range indicated by the bracketed time adjusted sales. 

Phase 1 
Neigh- Product Density Unit Value Mapped Total Value Gross Per Acre Value 

borhood Line Units/Ac Opinion x Lots Opinion + Acreage = Opinion 

2 Mariposa 6.70 $51,000/Lot x 91 $4,641,000 + 13.59 $341.501 
3 Presidio 5.48 $62,500/Lot x 121 $7.562,500 " 22.08 $342.505 
4 Mercedes 4.96 $70,000/Lot x 75 = $5.250,000 + 15.12 c $347.222 

--- -----·----- -
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The total value opinions expressed in this chart are the target values that will be 
used in the land residual analyses contained in the valuation discussions for 
Neighborhoods 2, 3 and 4 of Phase 1. 
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PHASE 1, NEIGHBORHOOD 2 - MARIPOSA COLLECTION 

This neighborhood consists of 91 single family homesites. Three of the lots are 
improved with completed model homes, five of the lots have homes under 
construction that are less than 95% complete, and the balance of 83 lots are 
vacant. 

For purposes of this valuation, the values of the three completed model homes 
will be broken out separately. No discounting will be applied because, at the 
anticipated absorption rate of one-half home per week, all three homes would 
likely be sold in less than six months. 

The five homes that are currently under construction are less than 95% 
complete. For this reason, they will be treated as vacant lots and valued in bulk 
with the 83 vacant homesites. The retail value of these 88 lots will he calculated 
using a land residual analysis. This method was necessary because there have 
been no individual sales of residential lots in Merced in the past several months. 
All of the new residential developments have been subdivided and built-out by 
production home builders that have sold both lot and home as a package. 

Once the average retail value has been calculated, a Discounted Cash Flow 
Analysis (DCF) will be used to derive an opinion of the bulk sale value of the 88 
lots. 

Retail Value of 3 Model Homes 

The model homes in Neighborhood 2 are in the Mariposa Collection. Each has 
three possible elevations. The base square footage may increase if optional 
bedrooms, lofts, game rooms, etc. are added. The following information was 
provided by the developer, Lakemont Homes. 

Base Base Price/ 
Model BR Bath SgFt Price* SgFt* 
Gossamer 4 2 1,683 $336,500 $199.94 
Emperor 4-5 2.5 2,092 $365,700 $174.81 
Monarch 4-6 2.5-3 2,229 $382,900 $171.78 
* ThP Rase Price reflects the builder'.<; ('Urrenl asking price. 

In forming our opinion of the market value of the three model homes that have 
been constructed as a marketing tool for the Mariposa collection, we referred to 
the re-sales of recently constructed homes in the North Merced marketplace that 
appear in the chart on the following page: 

-----··--· ·-----··--···-----···--·-----· --------
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Sale House Pfice/ Lot Rec. Doc. 
No. APN Add!'eSS So Ft Price Sa Ff BR Bath Garage Poot Sq Fl Built Dai. No 
1 206-091 ·01•! 1376 Jenner Dr 1.sg1 5405,000 $255 4 2 2-Car No 5.250 2005 213tOG 9235 
2 206-083-015 1183 Solstice Ave 1 G17 $320,000 $198 2 2.5 2-Car No 5.000 2005 2128/06 15434 
3 206-067-022 1230 Brightday Dr. 1.859 $455,000 $245 4 2.5 2-Cai No 5.000 2004 6112106 41288 
4 206-062 029 3762 Beam Ave 1.859 $460,000 $247 4 2.5 2-Car No 2004 4/17/0G 27306 
5 20G-OG6-00G 3733 Beam Ave 2,023 $460,000 $227 3 2.5 2-C<ar No 3.600 2004 4!18!06 27642 
6 206-064-010 3734 Morning Glory Ave 2.023 $475.000 $235 4 25 2-Car No 3.600 2004 4/6/0H 25104 
7 058-?90-034 3530 Paseo Verde Dr 2.241 $518.000 $231 5 3 2-C..ir No 7.453 2004 4119/05 28058 
8 058-290-025 1143 Ma?atlan Pl. 2,243 $428.000 $191 4 3 2-Car No 6.500 2004 319/0Ei 17363 
9 058-443-009 3569 Sepulverla Ave 2,300 $475.000 $207 5 3 3-Car No G 300 2004 5!10/03 33365 
10 058-441-012 1337 Esplanade Dr 2.300 $542.000 $236 5 3 3-Car No 6.300 2004 6/6/0Ei 39982 
11 058-412-019 1229 C..ital1n..i Dr 2,300 $554.000 $241 4 3 3-Car No 6.000 2003 6/23(03 44693 

'I'he sales are also depicted in the following graph which compares home square 
footage with price per square foot paid. 
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Based upon the above information, the, estimated value of the model homes 
ranges from $1190,456 to $499,296. These values are substantially higher than 
the asking prices for homes in Moraga, but reflect the fact that the model homes 
have many features and upgrades that the base prices for the r~odels do not 
consider. These would include such items as back yard landscaping, substantial 
options/upgrades, and window coverings. 

The sales prices obtained from re-sales of comparable homes in the Merced 
marketplace reflect homes built between 200:-l and 2005. While we could not 
inspect the interior of these homes, it is reasonable to assume that most of them 
have back yard landscaping and window coverings installed, and that most of 
them have at least some options/upgrades. 

'I'he values of the model homes are summarized m the chart on the follnwing
page. 
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Model BR Bath 
Gossamer 4 2 
Emperor 4-5 2.5 
Monarch 4-6 2.5-3 
Total 
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Base 
Sq Ft 
1,683 
2,092 
2,229 

Price/ 
Sq Ft 
$232 
$227 
$224 

Value 
$ 390,456 
$ 474,884 
$ 499.296 
$1,364,636 

Retail Value of a Typical Residential Lot 

For purposes of this discussion, retail value is defined as the market value of an 
individual lot sold to an individual buyer in an individual transaction. Retail 
value must be established because it is an indispensable variable in the 
discounted cash flow analysis that will be used to estimate the "bulk sale value" 
of the 88 residential lots. 

In the Merced marketplace, there have been two single family lots sold in the 
past six months. These are either infill or custom lots. The only other single
family residential lots that have sold in recent months are custom home lots that 
are generally in excess of 1.0± acre in size and are not comparable to the subject 
lots. Although there has been an abundance of single-family residential 
development on lots similar in size to the subject lots, there have been no 
individual sales of such lots to determine the retail value. These lots have been 
sold together with single-family residences as part of various production-housing 
tracts. 

Because we had no recent sales of individual single-family lots to compare to the 
subject lots, the land residual method was used to establish the retail value of 
the subject lots. 

In this land residual analysis, the appraiser must determine an appropriate 
retail lot price that will be sufficient to cover the costs associated with developing 
the finished lots such as offsite improvements costs, real estate taxes, marketing 
and administrative expenses, developer's profit, etc. In addition, a discount rate 
must also be addressed to allow for the absorption of the subject lots over a 
period of time. 

The variables considered in this land residual analysis are described below. 

Number of Lots: 88 residential lots. 

Number of Lots Sold Per Quarter: As previously discussed in the Highest and 
Best Use section of this report, we have estimated the absorption rate for the 88 
lots at 7.00 units per quarter. 

Target Land Residual Value: The target land residual value is the value of 
the property in its as-is superpad condition - $4,488,000 (88 lots x $51,000 per 
lot). 
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Annual Lot Appreciation: Current demand for residential housing in the 
Merced marketplace suggests there is a slowing trend in residential properties 
and lot prices. Thus, we have given a 2.00% annual lot appreciation. This rate is 
supported hy the Second quarter 2006 Korpacz Real Estate Investor Survey 
published by PriceWaterhouseCoopers which indicates that market participants 
report an average increase in growth rates for lot pricing at 8.1 %. 

Offsite Costs: The offsit.c costs for the subject lots were provided to the 
appraiser hy the developer, Lakemont Homes. They total $16, 773 per lot, or a 
total of $1,472,fi04 for 88 lots. 

Taxes per Lot: Taxes per lot have been calculated based upon the subject's 
current tax rate. 

Tax Rate: The tax rate increase has been projected at 2.0% per annum, which is 
the maximum statutory incn,ase for taxes in the State of California under 
Proposition 13. 

Administrative Expenses: Administrative expenses have been deducted at a 
rate of 2.0% of the retail value of the finished lots. This expense is associated 
with fire liability insurance, workmen's compensation, FICA, State 
unemployment insurance, overhead, etc. 

Marketing Expense: A marketing expense has been projected at 3.00% of the 
gross sales. The 3.00% level is considered to be appropriate for a 
production-built subdivision. 

Discount Rate: Discount rates for real estate investments typically include a 
safe rate of return to compensate for the time value of mon~?Y, as well as 
premium for risk. According to the Second Quarter 2006 Real Estate Investor 
Survey published by PriceWaterhouseCoopers, the discount rates (including 
developer's profit) for development properties, not subject to financing, ranged 
from 12.00% to 25.00%, with the average discount rate being 18.15%. We have 
selected a discount rate of 18% as appropriate for this analysis. 

Construction/Presale Period: We have assumed a construction period of 3 
months, resulting in absorption of O homes during the first quarter. 

Conclusion of Retail Lot Price: 

Based upon this analysis, an average retail lot price of $96,500 is required to 
cover the expenses associated with the development and sale of the finished lots 
over a specified absorption period, while still providing the developer an 
appropriate reward (profit) for the risk and capital expenditure associated with 
the project. Using this average retail lot price, the indicated land residual value 
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is $4,477,674, which closely approximates our target land residual value of 
$4,488,000. 

Retail Value of Typical Lot in Phase 1, Neighborhood 2 $96,500 
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VARIABLES 

\unber o' Gross Acres 
\;unbar o' Lots• 
\lumber Solo Po- Ot· 
Average Reta,: Lot Price 
A'1'l1,al Lot Apprec•dtion 
O"site Costs 
Tax q_a:e 
Tax Per Le· 

13.59 
85 

7 
596,500 

2 00% 
$1.472.504 
1 f))Q')(:I)(: 

$767 
Tax 1-icrcase Rate 7.0CSo 
Adn:rnstra!ivc Expense 2 ':CF, 
\1arke:mg Expense l.JC:~o 
Discount RHte 18 '.:OS·o 
Lane Resirj, al Valc.e $4 477 G74 
Corstructio···PrBsc e Pttnod 1ia1oriths) 

'Docs Not Irie :..ce 3 Lots fer re'odc Ho'Tlcs 

No.of 
Lot 

Qt, Sales 
0 

' 7 
3 7 
4 7 
5 7 
6 7 
7 7 
8 7 
9 7 
10 7 
1' 7 
12 7 
13 ! 
14 4 
15 c 
10 c 
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CALCULATION OF LAND RESIDUAL VALUE 
Phase 1 - Neighborhood 2 - Mariposa Collection 

88 Single Family Lots 

Average Average Real 
Lot Lot Quarterly Offsite Estate 

Price Appr. Income Co$tS Taxes 
SD 1 "c,c, so '$'. 47? 5·)4, :SH:i.878) 

S96 5fJCJ 1 :::::;sc S672 878 Si; 15155:l".l) 
$06 5()0 1 .rJ1 ::;o S682.2?2 SC (S14 '.<J61 
S96 500 1 ()' 5' $685 623 SC iS 12Jl:'i41 
S'36 50:J 1 X:02 $689'12 so {$' 1 ?4' 
S96 500 1 ':253 $6?,2 :°)5? SC 1S10 3721 
S96 500 ; 03:}4 $696 J?O so '$9.0:)3, 
S96 5CO ; 0355 $699 500 so ($7.633, 
596 50:) '0407 $702 998 so ($6.3871 
596 5'.JCl '0459 $786 5~3 $0 ($4 990) 
5?6 5CJ '05'' S71J 045 $0 \$3 5941 
S96 s:;o 1 0564 $713 595 so (52.1981 
596 5)0 1 C6'17 5717 163 SC ($8'7) 
396 500 1 .C6?:J $411.857 so 1$2) 

SC '0723 so so so 
SC 1 0777 so so so 
so 1 G83' $:} so so 

Admin. Marketing Discount NET 
Expense Exp.en&e Factor CASH 

2.00% 3.00% SUBTOTAL 18.00% FLOW 
so so iS' 489.382J 0 9569 :$1.425,246) 

·S13.:'i7l'\1 ,520 366) 5629.395 0 9157 $576,356 
(513.64:'iJ :$2CA68J $633.962 '.; 876:1 $555 539 
iS13 7141 :S2C.570J 5638.545 C.8386 5535.459 
,513 782: 1S2C.673) $642.915 0.8825 5515.908 
1$13 851 I '.S2C.777J 5647.557 :.7679 $497.257 
,,513.920; ($20.88 · $652216 Q 7348 $479 267 
($13.990; iS20.D85; $656.892 0.7832 $461.9'7 
1$14.060) {$21,090) $661 .S:.61 0 6729 $445 1 :JO 
($14.130) (S21,195J S666 197 0.6.S:.39 $428.982 
1$14.20') ($2" .301J S670 949 0.6162 $413438 
15•4 272) ,s2·. Aos1 S675 718 0.5897 S398 446 
($14 343) 1$21.S15j $680 488 J5043 $383 98'.J 
158.237; cS12.356J S39' .262 0 5400 S2' 1.27' 

so so so 0.5167 so 
so so $0 0 .:.945 so 
so so $0 0 .:.732 $0 

SB 786.192 ($1.472.504) i~116,203j (::,175,724} (5263.586) $6.758.176 54,477,674 
Total 

LANO RESIDUAL VALUE ESTIMATE $4,477,674 
TARGET VALUE $4,488.000 
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Bulk Sale Value of 88 Residential Lots 

Having established the retail value of an average lot in this neighborhood at 
$96,500, we can incorporate this value into the discounted cash flow analysis 
used to determine the hulk sale value of the 88 subject lots. 

Under this premise, the residential lots are not valued at their full "aggregate 
retail price." If a developer were to purchase all of the lots in a single 
transaction, it is unlikely that the full "aggregate retail price" would be paid. 
Rather, the developer would require a discount from retail, in anticipation of 
selling the lots over some reasonable period of time (the absorption period). The 
bulk sale value is defined as: 

"The most probable price, in a sale of all parcels within a tract or 
development project, to a single purchaser or sales to multiple buyers, 
over a reasonable absorption period discounted to present value, as of a 
specified date, in cash, or in terms equivalent to cash, for which the 
property rights should sell after reasonable exposure, in a competitive 
market under all conditions requisite to a fair sale, with buyer and seller 
each acting prudently, knowledgeably, and for self-interest, and assuming 
that neither is under undue stress. The bulk sale is executed in lieu of 
the seller proceeding with development and/or marketing of the 
individual parcels or tracts to end users, or merchant builders over a 
market-oriented absorption period for the type of project." (Appraisal 
Standards for L,q_nd-Secured J,'inancin~, C:alifornia Df!bl and Investment Advisory 
Commission, Revised July 2004. CDIAC 04-07, Page 2.9) 

The method used by the appraiser to determine the "bulk sale value" of the lots 
is the discounted cash flow analysis, defined as: 

"A valuation method under which the dates of sale and prices of finished 
properties are estimated to derive a cash flow which is discounted to 
present value by a market discount rate. This valuation method is also 
referred to as the Su.bdivision Development or Land Development 
Approach to Value in appraisal literature." (&Praisal Standards for_Land
Secured: Financi!l,g§.., C'alifornia Deht and Investment 1ldvisory C:oniniission, Revised 
July 2004. CDIAC 04-07. Page 30) 

The discounted cash flow analysis estimates the net cash flow over the 
anticipated absorption period by subtracting expenses from the revenues 
generated by lot sales. Each period's net cash flow is then discounted to a 
present worth to yield the total discounted property value. The variables used in 
this discounted cash flow analysis presented on the following page are as follows: 

Number of Lots: 88 residential lots. 

Number of Lots Sold Per Quarter: 7.00. 

-------- ----------
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Average Retail Lot Price: $96,500 per lot. 

Annual Lot Appreciation: 2.0%, 

Taxes per Lot: Taxes per lot have been calculated based upon the subject's 
current tax rate. 

Tax Rate: 2.0% per annum (Proposition 13). 

Administrative Expen.~e.~: 2.00% 

Marketing Expense: :l.00%. 

Discount Rate: 18.00% 

Construction!Presale Period: 1 quarter. 

Conclusion of Bulk Sale Value: 

Based upon the assumptions and variables discussed, the bulk sale value of the 
88 vacant lots in Phase 1 - Neighborhood 2 is estimated by the Discounted Cash 
Flow Analysis at $5,886, 769, or approximately $67,000 per lot (rounded). This 
equates to a discount rate of approximately :J0.57'!",. from the retail lot value. 

Our experience has shown that typical discounts for residential subdivisions 
range between 10.0°0 and 25.0~,. hased upon the price range of the development, 
marketing conditions. and t.he size of development. The 30.57% rate calculated 
for the subject is outside of the upper end of this range, reflecting its extended 
:l.25+ year projected absorption period. 

Bulk Sale Value of 88 Residential Lots $5,886,769 
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CALCULATION OF BULK SALE VALUE 
Phase 1 • Neighborhood 2 · Mariposa Collection 

88 Single Family lots 

No. of Average Average Real Admin. 
Lot Lot Lot Quarterly Estate Expen$e 

Sales Pri~ Appr. Income Taxes 2,00%, 

0 50 1.00CO $0 (S 16.878) $0 
7 $96.500 1 :)050 $678,878 (S15.539i ($13,578) 
7 $96,500 1.0100 $682.272 {$14.196) ($13,645) 
7 $96,500 1.0151 $685,683 ($12.854) ($13 714) 
7 $96.500 1.0202 $689.112 ($11.741) ($13.782) 
7 $96.500 1.0253 5692.557 ($10.372) ($13,851) 
7 $96.500 1.0304 $696,020 ($9,003) ($13.920) 
7 $96.500 1.0355 $699.500 ($7,633) ($13.990) 
7 S96.50C 1 0407 $702.998 ($6.387) ($14.060) 
7 $96.500 1.0459 $706.513 ($4.990) (514,130) 
7 $96,5CO 1 0511 $710,045 ($3.594) (514.201) 
7 $96,500 1 0564 $713 595 ($2i98) ($14,272) 

7 $96,5::JO 1 0617 $717,163 ($817) ($14,343) 
4 $96,500 1.0670 $411,857 ($2) ($8 237) 
0 so 1 0723 so so $0 
0 so 1 0777 so so $0 
0 so 1.0831 so so $0 

Marketing Discount 
Expense Factor 

3.00%, SUBTOTAL 18.00% 

so (S':6,878) 0 9569 
{$20.366) $629,395 0.9157 
($20.468) $633.962 0.8763 
($20,570) $638.545 0.8386 
($20,673) $642.915 0.8025 
($20,777) $647.557 0.7679 
($20,881) $652.216 0.7348 
($20.985) $656,892 0.7032 
($21,090) $661,461 0.6729 
($21.195) $666,197 0.6439 
($21.301) $670,949 0.6162 
($21.408) 5675,718 0.5897 
($21.515) $680.488 C.5643 
($12.356) $391.262 0.5400 

so $0 0.5167 
so $0 0.4945 
so $0 0.4732 

88 SB,786."!92 ($116.203) ($175.724) ($263,586) $8.23().6&0 

FINAL BULK SALE VALUE ESTIMATE 
PER LOT 

ROUNDED 
INDICATED DISCOUNT FROM RETAIL 

NET 
CASH 
FLOW 

($16.151) 
$576,356 
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$535.459 
$515.908 
$497.257 
$479267 
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5398,446 
$383,980 
$211.271 

$0 
$0 
$0 

$5,888.769 
Total 

$5,886,769 
$66,895 
$67,000 
30,57% 
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PHASE 1, NEIGHBORHOOD 3-PRESIDIO COLLECTION 

This neighborhood consists of 121 single family homesites. Three of the lots are 
improved with completed model homes, ten of the lots have homos under 
construction that are less than 9f,% complete, and the balance of 108 lots are 
vacant. 

For purposes of this valuation, the values of the three completed model homes 
will be broken out separately. No discounting will he applied hi,cause, at the 
anticipated absorption rate of one home per week, all three homes would likely 
he sold in less than one month. 

The ten homes that arc currently under construction are less than 95% complete. 
For this reason, they will be treated as vacant lots and valued in bulk with the 
108 vacant homesites. The retail value of these 118 lots will be calculated using 
a land residual analysis. This method was necessary because therP have bc,en no 
individual sales of residential lots in Merced in the past several months. All of 
the new residential developments have been subdivided and built-out by 
production home builders that have sold both lot and home as a package. 

Once the average retail value has been calculated, a Discounted Cash Flow 
Analysis (DCF) will be used to derive an opinion of the hulk sale value of the 118 
lots. 

Retail Value of3 Model Homes 

The model homes in Neighborhood 3 are in the Presidio Collection. ~:ach has 
three possible elevations. The base square footage may increase if optional 
bedrooms, lofts, game rooms, etc. are added. The following information was 
provided by the developer, Lakemont Homes. 

Base Base Price/ 
Model BR Bath SgFt Price* SgFt* 
Willow 3 2.5 2,014 $359,245 $178.:37 
Cypress 4 2.5 2,389 $394,655 $165.:20 
Sequoia 4 3 2,644 $418,580 $158.:31 
* The Jkise Price reflects the builder's current asking price. 

In forming our opinion of the market value of the three model homes that have 
been constructed as a marketing tool for the Presidio collection, we referred to 
the re-sales of recently constructed homes in the North Merced marketplac,, that 
appear in the chart on the following page: 
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Sale House Price/ Lot Rec" Ooc. 

No. APN Address SqFt Prlce SnFt BR Bath Garage Pod! Sqft Built Oat9' No. 

1 206-066-006 3733 Beam Ave. 2,023 $460,000 $227 3 25 2-Car No 3,600 2004 4/18/06 27642 

2 206-064-010 3734 Morning Glory Ave. 2,023 $475,000 $235 4 2.5 2-Car No 3,600 2004 4/6/06 25104 

3 058-290-034 3530 Paseo Verde Or. 2,241 $518,000 $231 5 3 2-Car No 7,453 2004 4/19/06 28058 

4 058-290-025 1143 Mazatlan PL 2,243 $428,000 $191 4 3 2-Car No 6,500 2004 3!9(06 17363 
5 058-443-009 3569 Sepulveda Ave. 2,300 $475.000 $207 5 3 3-Car No 6,300 2004 5/10/06 33365 

6 058-441-012 1337 Esplanade Dr. 2,300 $542,000 $236 5 3 3-Car No 6,300 2004 616(06 39982 

7 058-412-019 1229 Catalina Dr 2,300 $554.000 $241 4 3 3-Car No 6,000 2003 6123106 44693 

8 058-451-017 1430 Santa Nella Ct. 2,338 $520,000 $222 5 3 2-Car No 6,233 2004 7121/06 51115 

9 206-067 -020 1238 Brightday Dr 2,352 $480,000 $204 3 2.5 2-Car No 3,600 2004 4128106 30933 

10 206-067-028 3724 Beam Ave. 2,352 $400,000 $170 3 2.5 2-Car No 3,952 2004 6/22/06 44123 
11 058-416-001 1244 Catalina Dr. 2,663 $535.000 $201 5 3 2-Car No 7.773 2003 4118106 27711 

12 058-411 ~004 1277 Esnlanade Dr. 2,663 $551.500 $207 5 3 2-Car No 6,000 2003 213106 9605 

The sales are also depicted in the following graph which compares home square 
footage with price per square foot paid. 

$25000 
$240.00 
$23000 

ii: $220.00 
/% $210.00 
11 $200.00 
·c $19000 
C. $180.00 

$170.00 
$160.00 
$150.00 

SqFt v. Price/SqFt 

--~---.--. 

1.900 2,000 2,100 2.200 2.300 2.400 2,500 2.600 2,700 

Sq Ft 

Based upon the above information, the estimated value of the model homes 
ranges from $461,206 to $528,800. These values are substantially higher than 
the asking prices for homes in Moraga, but reflect the fact that the model homes 
have many features and upgrades that the base prices for the models do not 
consider. These would include such items as back yard landscaping, substantial 
options/upgrades, and window coverings. 

The sales prices obtained from re-sales of comparable homes in the Merced 
marketplace reflect homes built between 2003 and 2004. While we could not 
inspect the interior of these homes, it is reasonable to assume that most of them 
have back yard landscaping and window coverings installed, and that most of 
them have at least some options/upgrades. 

The values of the model homes are summarized in the chart on the following 
page. 
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Model BR Bath 
Willow 3 2.5 
Cypress 4 2.5 
Sequoia 4 3 
Total 
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Base 
Sq Ft 

2,014 
2,389 
2,644 

Price/ 
Sq Ft 
$229 
$210 
$200 

Value 
$ 461,206 
$ 501,690 
$ 528.800 
$1,491.696 

Retail Value of a Typical Residential Lot 

For purposes of this discussion, retail value is defined as the market value of an 
individual lot sold to an individual buyer in an individual transaction. Retail 
value must be established because it is an indispensable variable in the 
discounted cash flow analysis that will he used to estimate the "bulk sale value" 
of the 118 residential lots. 

In the Merced marketplace, there have been two single family lots sold in the 
past six months. These are either infill or custom lots. '!'he only other singlc
family residential lots that have sold in recent months are custom home lots that 
are generally in excess of 1.0± acre in size and are not. comparable to the subject 
lots. Alt.hough tbere has been an abundance of single-family residential 
development on lots similar in size to the subject lots, there have been no 
individual sales of such lots to determine the retail value. These lots have been 
sold together with single-family residences as part of various production-h<,using 
tracts. 

Because wP had no recent sales of individual single-family lots to rompare to the 
subject lots, the land residual method was used to establish the retail value of 
the subject lots. 

In this land residual analysis. the appraiser must determine an appropriate 
retail lot price that will he sufficient to cover the costs associated with developing 
the finished lots such as offsitc improvements costs, real estate taxes, marketing 
and administrative cxpenses. developer's profit, etc. In addition, a discount rate 
must also be addressed to allow for the absorption of the subject lots over a 
period of time. 

The variables considered in this land residual analysis arc described below. 

Number of Lots: 118 residential lots. 

Number of Lots Sold Per Quarter: As previously discussed in the Highest and 
Best Use sc,ction of this report, we have estimated the absorption nte for the 118 
lots at 7.00 units per quart.er 

Target Land Residual Value: The target land residual value ,s the va Jue of 
the property in its as-is superpad condition - $7,:37fi,OOO (118 units x $62,500 per 
unit). 

------- --
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Annual Lot Appreciation: Current demand for residential housing in the 
Merced marketplace suggests there is a slowing trend in residential properties 
and lot prices. Thus, we have given a 2.00% annual lot appreciation. This rate is 
supported by the Second Quarter 2006 Korpacz Real Estate Investor Survey 
published by PriceWaterhouseCoopers which indicates that market participants 
report an average increase in growth rates for lot pricing at 3.1 %. 

Offsite Costs: The offsite costs for the subject lots were provided to the 
appraiser by the developer, Lakemont Homes. They total $16, 773 per lot, or a 
total of $1,979,214 for 118 lots. 

Taxes per Lot: Taxes per lot have been calculated based upon the subject's 
current tax rate. 

Tax Rate: The tax rate increase has been projected at 2.0% per annum, which is 
the maximum statutory increase for taxes in the State of California under 
Proposition 13. 

Administrative Expenses: Administrative expenses have been deducted at a 
rate of 2.0% of the retail value of the finished lots. This expense is associated 
with fire liability msurance, workmen's compensation, FICA, State 
unemployment insurance, overhead, etc. 

Marketing Expense: A marketing expense has been projected at 3.00% of the 
gross sales. The 3.00% level is considered to be appropriate for a 
production-built subdivision. 

Discount Rate: Discount rates for real estate investments typically include a 
safe rate of return to compensate for the time value of money, as well as 
premium for risk. According to the Second Quarter 2006 Real Estate Investor 
Survey published by Price WaterhouseCoopers, the discount rates (including 
developer's profit) for development properties, not subject to financing, ranged 
from 12.00% to 25.00%, with the average discount rate being 18.15%. We have 
selected a discount rate of 18%, as appropriate for this analysis. 

Construction/Presale Period: We have assumed a construction period of 3 
months, resulting in absorption of O homes during the first quarter. 

Conclusion of Retail Lot Price: 

Based upon this analysis, an average retail lot price of $12a,ooo is required to 
cover the expenses associated with the development and sale of the finished lots 
over a specified absorption period, while still providing the developer an 
appropriate reward (profit) for the risk and capital expenditure associated with 
the project. Using this average retail lot price, the indicated land residual value 
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1s $7,383,807, which closely approximates our target land residual value of 
$7,:175,000. 

Retail Value of Typical Lot in Neighborhood :-1 $12:1,000 
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VARIABLES 

Number of Gross Acres 
Number of Lots* 
Number Sold Per O!r 
Average Retml Lot Pnce 
Annual Lot Appreciation 
Offsite Costs 
Tax Rate 
Tax Per Lot 
Tax Increase Rate 
Administrative Expense 
Marketing Expense 

22.08 
118 

? 
8123,000 

2.00% 
81.979.214 
1 0600000 

S978 
2.08% 
2.00% 
3.00% 

Discount Rate 18.00% 
Land Residual Value $7,383,807 
Construct1onlPresale Per1cd (months) 3 

*Does Not Include 3 Lots for Mode, Homes 

No.of 
Lot 

Ctr Sales 
1 0 
2 7 
3 7 
4 7 
0 7 
6 7 
7 7 
8 7 
9 7 
10 7 
11 7 ,, 7 
13 7 
14 ? 

15 ? 
16 ? 
17 ? 
18 6 
19 0 
20 0 

Total 112 

CALCULATION OF LAND RESIDUAL VALUE 
Phase 1 - Neighborhood 3 . Presidio Collection 

118 Single Family Lots 

Average Average Real 
Lot Lot Quarterly Offsite Estate 

Price Appr. Income Costs Taxes 
so 1.0000 so ($1.979.214) IS28.847) 

$123,000 1 OC50 $865 305 $0 1$27.139) 
$123 000 1.0~00 $869 632 $0 ($25.428) 
5123,000 1.0151 $873 980 $0 (523 716) 
5123,000 1 0202 $878 350 $0 ($22.445) 
$1 23,000 1.0253 $882.741 $0 ($20 700) 
$123,000 1.0304 $887.155 $0 ($18.954) 
$123,000 1 0355 $891.591 $0 (517.209) 
$123,000 1 0407 $896.049 $0 ($15.773) 
5123,000 1 0459 5900.529 so ($13 992) 
5123,000 1 0511 $905,032 so ($12.212) 
$123,000 '0564 $909.557 so ($10.432) 
5123,000 1.0617 5914,105 so (SB 824) 
$123.000 1.0670 5918,675 so ($7.COB) 
$123.000 1 0723 5923,268 so ($5.192) 
5123.000 1 0777 5927.885 so ($'.l.3761 
5123.000 1 0831 S!:.!32.524 so 1$1.591) 
$123.000 1 C885 S803.3C3 SC (SJ) 

$0 1 0939 $8 so $(1 

$0 1 ()994 $0 so so 

Admin. 
Expense 

2.00% 
$0 

($17.306) 
($17,393) 
($17.480) 
($17.567) 
($17,655) 
($17,743) 
($17.832) 
($17.921) 
($18,011) 
($18,101) 
($18, 191) 
($18.282) 
(518,374) 
($18.465) 
($18.558) 
{$18,650) 
($16,066) 

$0 
so 

$15.179.680 (t1.979,214) ,:1;262.841) ($303.594) 

Mark~Ung Discount NET 
Expense Factor CASH 

3.00% SUBTOTAL 18.00% FLOW 
so {$2,008.061) 0.9569 (S~ .921.589) 

{$25.959) $794.901 0 9',57 $727,915 
\526,089) SS00.722 0.8763 5701.670 
($26,219) $806.564 0.8386 $616.354 
(526,350) $811.987 0.8025 $6!31.580 
($26,482) $817.904 0 7679 $628.065 
($26,615) $323.843 0 7348 $605.383 
($26,748) $329.802 0 7032 $583,505 
($26,881) $835.474 0.6729 $562.194 
($27,010) $841,510 0.6439 $541,872 
(S27,151) $847,568 0.6162 $522,270 
($27,287) ~853,647 0.5897 S50J 365 
(S27.423) $859.575 0.5643 $485 034 
($27.560) 5865.733 0.5400 $467.472 
($27.698) 5871.913 0.5167 5450,535 
($27.837) $878, 1 '4 0 4945 $414.201 
($27,976) $884,307 0 4732 $418.433 
($24,099) $763.135 0 4528 5345,548 

so so 0 4333 Sil 
so Sil 0 4146 so 

($455.390) $1?,178,640 S7,s183.807 
Total 

LAND RESIDUAL VALUE ESTIMATE $7,383,807 
TARGET VALUE 57,375,000 
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Bulk Sal~ Value of 1.18 Residential Lots 

Hnving estahlished the retail value of an average lot in this nei;;hhorhood at 
:512;,,000, wu can incorporate this value into the rliscountPd cash flow analysis 
used to determine the bulk sale value of the 118 subject lots. 

Under this pn•mise, the rnsidential lots are not valued at their full "aggregate 
entail price." If a developer w,•re to purchase all of the lots in a single 
transaction, it is unlikel:v tl1at tl1e fulJ ··aggre~ntP retail price" would he paid. 
Rnther. the developer would require 11 discount from retail, in anticipati,Jn of 
selling the lots over some reasonable period of time (the absorption period). The 
bulk sale value is defined as: 

"The most probable price, in a sale of all parcels within a tract or 
development project, to a single purch11ser or sales to mult.iple buyers, 
over a reasonable ahsorption period discounted to present value, as of a 
specified date, in cash, or in terms equivalent to cash, for which the 
property rights should sell after reasonable exposure, in a competitive 
market under all conditions requisite to a fair sale, with buyer 'Ind selh,r 
each acting prudently, knowledgeably, and for self-interest, and assuming 
that neither is under undue stress. The bulk sale is executed in lieu of 
the seller proceeding with development and/or marketin,s of the 
individual parcels or tracts to end users, or merchant builders over a 
market-oriented absorption periorl for the type of project." (.4pm:C1isal 
Sta.ndards for L(t!l({-_Secur(•d f';natitlt!JI§_, C'alifornia l)cl)f and l,n·c,-;tn1('11f A.dl'iSO'}! 
('on1niission, lleuiscd ,]11/_v 2004, ('/)Ii\.(' 04-07, J>agc 2.9) 

The method used by the appraiser to determine tho "bulk sale value" of the lots 
is the discounted cash flow anal~·sis, defined as: 

"A valt1ation metl1od 11nder which the dates of sale and prices of finisht1 d 
properties are estimated to derive a cash flow which is discounted to 
present value by a market discount rate. This valuation method is abo 
referred to as the Subdivision Development or Land De~elopment 
Approach to Value in appraisal literature." (Apnraisal Standard,;Jor Lande 
~9ecure4_-Financ_ings, ('alif(irnia [)el>t and Inuestn1Pnt Adl'isory C'onin1iss1on, ReuiHed 
}ul,v 2001, CD/AC 01-07. Page :10) 

The discounted cash flow analysis estimates the net cash flow over the 
anticip11ted absorption period by subtracting expenses from the revenues 
generated by lot sales. Each period's net cash flow is then discounted to a 
present worth to yield the total discounted property value. The variables used in 
this discounted cash flow analysis presented on the following page am as follows: 

Number of Lots: 11 8 residential lots. 

Number of Lots Sold Per Quarter: 7.00. 

---· 
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Average Retail Lot Price: $123,000 per lot. 

Annual Lot Appreciation: 2.0%, 

Taxes per Lot: Taxes per lot have been calculated based upon the subject's 
current tax rate. 

Tax Rate: 2.0% per annum (Proposition 1:i). 

Administrative Expenses: 2.00% 

Marketing Expense: 3.00%. 

Discount Rate: 18.00% 

Construction/Presale Period: 1 quarter. 

Conclusion of Bulk Sale Value: 

Based upon the assumptions and variables discussed, the hulk sale value of the 
118 vacant lots in Neighborhood 3 is estimated by the Discounted Cash Flow 
Analysis at $9,277,791, or approximately $79,000 per lot (rounded). This equates 
to a discount rate of approximately :35. 77'Yo from the retail lot value. 

Our experience has shown that typical discounts for residential subdivisions 
range between 10.0'!i, and 25.0%, based upon the price range of the development, 
marketing conditions, and the size of development. The :'15. 77% rate calculated 
for the subject is well above the upper end of this range, reflecting its extended 
4.25+ year projected absorption period. 

Bulk Sale Value of 118 Residential Lots $9,277,791 
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VARIABLES 

Number o' Lo:s' 
t\urnbEr So ;J Pnr Qt
Average Reda:i Lot Price 
Arnual Let Apve:; a'.ion 
Tax Rate 
Tax Per Lo: 
Tax Increase Rc1:F 
Adm1rnsl"at ·;e Exper>se 
!Va 0 kE:t rg =:x:,ense 
OiSCOVH Rate 
F,·ml Bulk Sc1lo '/a!ue Esti11ate 
C:ms! 0 uc:101:'Pmsa1e Penod (riontr,s; 

·ooes Not 'ncludn 3 Lc1ts 'or rJoae Homes 

'18 
7 

S123 JOO 
2 :JO% 

- oeooocc 
$978 
2 00°1.c 
2 O(F:la 
3 :){)"!, 

18 00°,; 
$9.277.79~ 

3 

Qt, 
1 
2 
'.l 
4 
5 
G 
7 
8 
9 
'O 
11 
12 
13 
14 
15 
16 
17 
18 
19 
2C 

Total 

CALCULATION OF BULK SALE VALUE 
Phase 1 w Neighborhood 3 ~ Presidio Collection 

118 Single Family Lots 

No.of Average Average Real Admin. 
Lot Lot Lot Quarterly Estate Expense 

Sales Price A ppr Income Taxes 2.00% 

c $0 JOOC so :'S28 847, $0 
7 S123 000 -. ()050 S865 3:J~ is2r 1301 '.S17.3C6) 

7 S 121.000 1 01CO $869 632 1525 428J :517 3CJ3) 
7 $123 JOO 1 0151 587:{ CliJ() ($21710J iS17 48Ci 
7 $1?3 coo 1 '.)2C2 $878 350 ,S22 !.451 (517507; 
7 s- 23 CCQ 1 0253 5882 1.:1 1$2J 70Cl '.S17.fi55i 

7 5123.800 1 8304 S887 ';i:'i ,S'S 954! .,$17 743J 

7 5123 000 1 C355 $891 59' ,$"720(); '.517.832) 
7 $123.000 1 C!..07 $896 049 :S'-5.773; ($'7.92',) 

7 $123.COO 1 0459 $900 ~29 ($13992; 1$18.011) 
7 $123 coo '.0511 S9CO.C32 :512.212) ($'8.101) 
7 $123 coo ' 0564 5909.557 ($10.432) ($18.'91) 

7 $123.000 1.0617 5914.'05 ($8 824) ($"8 282) 
7 $123 000 1 067C $918.67:> ($7.0081 ($'8.374) 
7 S'.23 000 '.0723 $923 268 (55.192; ($18 465) 

7 $123 000 1 0777 $927 885 ($3.376) ($18 558) 
7 $123.000 1 0831 $932 524 (51 59• ! iS18.65C) 
6 $123 000 1 0885 $803 3'.)3 ',$3; '.S16.0G6j 
0 SC 1 0939 so so so 
0 so 1 0994 so so so 

"118 S15.'79.680 ($262 841) ('.5303.594) 

Marketing Discount 
Expense Factor 

3.00% SUBTOTAL 18.00% 

so (S28 3,:7; 0 9569 
1$25 959) S?Q4 9C1 0 918( 
1$26 089i 5800 722 C 8/63 
:s26 219; $806 56•'. 0 8320 
:S26 350) $811 987 O BC2:i 
($26.482) S817.9C4 0,7679 
($26.G15'. 5823.843 0 7343 
;_$26 748) S82Sl.8C2 0.7C32 
:$26 88', $835.474 (1 6729 
(S27.C16; S8!..1 510 0 0439 
(527 15" ! 5841.568 C 6'62 
i527.287y $8:'53.64( 0 5897 

(527.4231 $859.575 0 56L3 
($27.560) S26b.133 0 540G 
($27.698) $871.913 0 5-,57 
1$27.837) 5878 114 C) 4945 
(S27 97e; S884.3C7 C 4732 
:S2t 0991 $763, 135 8 L528 

so so 0 4333 
so SC Q.L146 

iS455.390) $14,157.854 

F1NAL BULK SALE VALUE ESTIMATE 
PER LOT 

ROUNDED 
INDICATED DISCOUNT FROM RETAIL 

NET 
CASH 
FLOW 

(S27 G04) 
$727 915 
8701 67C 
5676 354 
$651 580 
5628 065 
$6'.)5.383 
S583}:iC5 
$562 194 
$541.8?2 
5522.270 
SS03 305 
S485.C34 
$467.472 
$L5'.) 535 
$434 201 
$4 ~ 8.433 
$345 548 

SC 
so 

$9.277]91 
Total 

$9.277,791 
$78,625 
$79,000 
35.77% 

)> 
z 
> 
~ 
(/j 

rn 
> z 
0 
(") 
0 

Iµ 
c 
(/j 

6 
z 
(/j 

1~ 

http://www.rpaappraisal.com


ANALYSES AND CONCLUSIONS 82 

PHASE 1, NEIGHBORHOOD 4- MERCEDES COLLECTION 

This neighborhood consists of 75 single family homesites. Three of the lots are 
improved with completed model homes, four of the lots have homes under 
construction that are less than \15% complete, and the balance of 68 lots are 
vacant. 

For purposes of this valuation, the values of the three completed model homes 
will be broken out separately. No discounting will be applied because, at the 
anticipatml absorption rate of one home per week, all three homes would likely 
be sold in less than one month. 

The four homes that are currently under construction are less than 95% 
complete. For this reason, they will be treated as vacant lots and valued in bulk 
with the 68 vacant homesites. The retail value of these 72 lots will be calculated 
using a land residual analysis. '!'his method was necessary because there have 
been no individual sales of residential lots in Merced in the past several months. 
All of the new residential developments have been subdivided and built-out by 
production borne builders that have sold both lot and home as a package. 

Once the average retail value has been calculated, a Discounted Cash Flow 
Analysis (DCF) will he used to derive an opinion of the bulk sale value of the 1:38 
lots. 

Retail Value of 3 Model Homes 

The model homes in Neighborhood 4 are in the Mercedes Collection. Each has 
three possible elevations. The base square footage may increase if optional 
bedrooms, lofts, game rooms, etc. are added. The following information was 
provided by the developer, Lakemont Homes. 

Base Base Price/ 
Model BR Bath SgFt Price* SgFt* 
Meadow 4 2.5 2,544 $421, 125 $165.54 
Falls 4 3.5 3, 142 $497, 180 $158.24 
Canyon 6 4 3,505 $520, 105 $148.39 
* Tft,, Base ]>rice reflects the huitdcr'.'i curri'nl asking price. 

In forming our opinion of the market. value of the three model homes that have 
been constructed as a marketing tool for the Mercedes collection, we referred to 
the re-sales of recently constructed homes in the North Merced marketplace that 
appear in tbe chart on tbe following page: 
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Sale House Price/ Lot Rec Doc. 
No. APN Address Sq Ft Price SqFt BR Bath Garage Pool SqFI Butt! Date No. 

1 058-443-009 3569 Sepulveda Ave. 2.300 $475 000 $207 5 3 3-Car No 6.300 2004 5110106 33365 

2 058-441-012 1337 Esplanade Dr. 2.300 $542 000 $236 5 3 3-Car No 6.300 2004 6/6103 39982 

3 058-412-019 1229 Catalina Dr 2.300 $554 000 $241 4 3 3-Car No 6.000 2003 6123106 44693 

4 058-451-017 1430 Santa Nella Ct. 2.338 $520 000 $222 5 3 2-Car No 6,233 2004 7/21/06 51115 

5 206-067-020 1238 Brightrlay Dr 2.352 $480 000 $204 3 2.5 2-Car No 3.600 2004 4128106 30933 

6 058-416-001 1244 Catalina Dr 2,663 $535.000 $201 5 3 2-Car No 7,773 2003 4/18/06 27711 

7 058-411-004 1277 Esplanade Dr. 2.663 $551.500 $207 5 3 2-Car No 6.000 2003 2/3/05 9605 

8 008-350-049 3318 Canterbury 3.142 $849,500 $270 4 3.5 3-Car No 11032 2005 2/24/06 14600 

9 206-083-004 1164 Pinnacle Dr. 3.545 $476,000 $134 5 2.5 2-Car No 6,000 2005 4/18/06 27982 

The sales arC' also depicted in the following graph which compares home square 
footage with price per square foot paid. 

$280.00 ··-········ ... 
$260.00 

SqFt v. Price/SqFt 

- $240.00 t 
u. $220.00 er 
(/) $200.00 .. 

1i $180.00 
·.:: $160 00 D. 

$140.00 
$120.00 
$100.00 

2.000 2.200 

-·· •• .. 

• 
2.400 2.600 2.800 3.000 3,200 3.400 3.600 3.800 

Sq Ft 

Based upon the above information, the estimated value of the model homes 
ranges from $539,:-\28 lo $61:l,:375. These values are substantially higher than 
the asking prices for homes in Moraga, but reflect the fact that the model homes 
have many features and upgrades that the base prices for the models do not 
consider. These would include such items as back yard landscaping, substantial 
options/upgrades, and window coverings. 

The sales prices obtained from re-sales of comparable homes .Ln the Merced 
marketplace reflect homes !milt between 200cl and 200fi. While we could not 
inspect the interior of these homes, it is reasonable to assume that most of them 
have hack yard landscaping and window coverings installed, and that most of 
them have at least some options/upgrades. 

The values of the model homes are summarized m the chart on the following 
page. 

------------·· -
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Model BR Bath 
Meadow 4 2.5 
Falls 4 3.5 
Canyon 6 4 
Total 
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Base 
Sq Ft 
2,544 
3,142 
3,505 

Price/ 
Sq Ft 
$212 
$185 
$175 

Value 
$ 539,328 
$ 581,270 
$ 613,375 
$1,733,973 

Retail Value of a Typical Residential Lot 

For purposes of this discussion, retail value is defined as the market value of an 
individual lot sold to an individual buyer in an individual transaction. Retail 
value must he established because it is an indispensable variable in the 
discounted cash flow analysis that will be used to estimate the "bulk sale value" 
of the 72 resident.ial lots. 

In the Merced marketplace, there have been two single family lots sold in the 
past six months. These are either infill or custom lots. The only other single
family residential lots that have sold in recent months are custom borne lots that 
are generally in excess of 1.0± acre in size and are not comparable to the subject 
lots. Although there has been an abundance of single-family residential 
development on lots similar in size to the subject lots, there have been no 
individual sales of such lots to determine the retail value. These lots have been 
sold together with single-family residences as part of various production-housing 
tracts. 

Because we had no recent sales of individual single-family lots to compare to the 
subject lots, the land residual method was used to establish the retail value of 
the subject lots. 

In this land residual analysis, the appraiser must determine an appropriate 
retail lot price that will be sufficient to cover the costs associated with developing 
the finished lots such as offsite improvements costs, real estate taxes, marketing 
and administrative expenses, developer's profit, etc. In addition, a discount rate 
must also be addressed to allow for the absorption of the subject lots over a 
period of time. 

The variables considered in this land residual analysis are described below. 

Number of Lots: 72 residential lots. 

Number of Lots Sold Per Quarter: As previously discussed in the Highest and 
Best Use section of this report, we have estimated the absorption rate for the 72 
lots at 7 .0 units per quarter 

Target Land Residual Value: The target land residual value is the value of 
the property in its as-is superpad condition - $5,040,000 (72 units x $70,000 per 
unit). 
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Annual Lot Appreciation: Current demand for residential housing in the 
Merced marketplace suggests there is a slowing trend in residential properties 
and lot prices. Thus, we have given a 2.00% annual lot appreciation. This rate is 
supported by the Second Quarter 2006 Korpacz Real Estate lnuestor Survey 
published by PriceWaterhouseCoopers which indicates that market participants 
report an average increase in growth rates for lot pricing at :3.1 %,. 

Offsite Costs: The offsite costs for the subject lots were provided to the 
appraiser by the developer, Lakemont Homes. They total $16, 773 per lot, or a 
total of $l,207,6f>6 for 72 lots. 

Taxes per Lot: Taxes per lot have been calculated based upon the subject's 
current tax rate. 

Tax Rate: The tax rate increase has been projected at 2.0% per annum, which is 
the maximum statutory increase for taxes in the State of California under 
Proposition 13. 

Administrative Expenses: Administrative expenses have been deducted at a 
rate of 2.0% of the retail value of the finished lots. This expeme is associated 
with fire liability msurance. workmen's compensation, FICA, State 
unemployment insurance, overhead. etc. 

Marketing Expense: A marketing expense has been projected at 3.00°,, of the 
gross sales. The 3.00% level is considered to be appropriate for a 
production-built subdivision. 

Discount Rate: Discount rates for real estate investments typically include a 
safe rate of return to compensate for the time value of money, as well as 
premium for risk. According to the Second Quarter 2006 Real Estate Investor 
Survey published by PriceWaterhouseCoopers, the discount rates (including 
developer's profit) for development properties, not subject to financing, ranged 
from 12.00'% to 25.00%, with the average discount rate being 18.15%. We have 
selected a discount rate of 18% as appropriate for this analysis. 

Construction/Presale Period: We have assumed a construction period of 8 
months, resulting in absorption of O homes during the first quarter. 

Conclusion of Retail Lot Price: 

Based upon this analysis, an average retail lot price of $119,000 is required to 
cover the expenses associated with thP development and sale of the finished lots 
over a specified absorption period, whilP still providing th<> developer an 
appropriate reward (profit) for the risk and capital expenditure associat,,d with 
the project. Using this average retail lot price, the indicated land residual value 
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1s $5,051,934, which closely approxi1nates our target land residual value of 
$5,040,000. 

Retail Value of Typical Lot in Neighborhood 4 $119,000 
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VARIABLES 

Number of Gross Acres 
Nur1ber of Lots• 
NuMber Sold Pe Otr 
Average Retail Lot Price 
Annual Lot Appreciation 
Offs1te Costs 
Tax Rate 
Tax Per Lot 
Tax Increase Rate 
Admm,strat1ve Expense 
fv1arketing Expense 
Discount Rate 
Land Residual Value 
Construction/Presale Perice (months) 

•ooes Not Include 3 Lots for Model Hames 

15 12 
72 

7 
5119,000 

2.00'% 
$1.207,656 
1.0600000 

5946 
2 00% 
2.00% 
3.00% 

18.00% 
$5.051.934 

3 

No.of 
Lot 

Qt, Sales 
1 0 
2 7 
3 7 
4 7 

5 7 

6 7 

' 7 
8 7 
9 7 
10 7 
11 7 
12 2 
13 0 
'4 0 
15 0 
16 0 
17 0 

Totat 72 

CALCULATION OF LAND RESIOUAL VALUE 
Phase 1 - Neighborhood 4 - Mercedes Collection 

72 Single Family Lots 

Average Average Rear 
Lot Lot Quarterly Offsite Estate 

Price Appr. Income Costs Taxes 
so 1 0000 so ($1.207.656i ($17,029) 

S~'.9.000 1 0050 5837, 165 50 ($15,377) 
$'"9.000 1 0100 $841,35: so ($13.721) 
$119.000 1 0151 5845-558 so (512,0661 
$119,000 ~ 0202 5849.785 so (S10,6181 
$119.000 1 0253 $854.034 so i$8.930i 
$119,000 1.0304 $858.3C4 so ($7.241) 
$ 1 19,000 1.0355 5862.596 so (S5.552J 
$'19,000 1.0407 $866.909 $0 {$3,939) 
$' 19,000 1.0459 $871.244 $0 ($2,217) 
$119,000 1.0511 $875.600 $0 (S496) 
$119,000 1 0564 $251.422 $0 {S1) 

so 1 06'7 so so so 
so 1.0670 so SC so 
so 1.0723 so so so 
so 1.0777 so so so 
so 1 0831 so so so 

$8,813.968 {$1207,656) ($97.187) 

Admin. Marketing Discount 
Expense Expense Factor 

2.00% 3.00% SUBTOTAL 18.00% 
SC so ($1 224,685) 0.9569 

($16,743) (S25, 115) $779,930 0 9157 
($16,827) ($25.241j $785,562 0 8763 
(S16,911) ($25.367) $791,214 0 8386 
(S16.996J ($25.494) 5796.678 0 8825 
($17.081) ($25.621) 5802,403 0 7679 
($17.166) ($25.749) $808.148 0.7348 
(S17252) ($25.878) 5813.914 0.7032 
($17.338) ($26.007) $819.624 0 6729 
($17.425) ($26.137) 5825.464 0 6439 
(S17.512) ($26.268) 5831.324 06162 
($5.028) ($7.543) 3238.850 0.5897 

so so so 0.5643 
so $0 so 0.5400 

so $0 $0 0.5167 
so $0 so C.4945 
so $0 so 0 4732 

{$176,279) !$264.419) $7,068,427 

LANO RESIDUAL VALUE ESTIMATE 
TARGET VALUE 

NET 
CASH 
FLOW 

(51,171,947) 
5714,205 
5688,385 
5663.482 
5639 295 
5616,'162 
$593.850 
$572.332 
$551.529 
$53< .539 
$512.261 
$140,841 

so 
so 
so 
$C 

$0 
$5,05-1,934 

-~ 
$5,051,934 
$5,040,000 
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l> 
!:;: 
(/) 
m 
(/) 

~ 
c 
(') 
0 
z n 
r c: 
(/) 

0 
z 
(/) 

co ..... 

http://www.rpaappraisal.com


ANALYSES AND CONCLUSIONS 88 

Bulk Sale Value of 72 Residential Lots 

Having established the retail value of an average lot in this neighborhood at 
$1 H),000, we can incorporate this value into the discounted cash flow analysis 
used to determine the bulk sale value of the 72 subject lots. 

Under this premise, the residential lots are not valued at their full "aggregate 
retail price." If a developer were to purchase all of the lots in a single 
transaction, it is unlikely that the full "aggregate retail price" would be paid. 
Rather, the developer would require a discount from retail, in anticipation of 
selling the lots over some reasonable period of time (the absorption period). The 
bulk sale value is defined as: 

"The most probable price, in a sale of all parcels within a tract or 
development project, to a single purchaser or sales to multiple buyers, 
over a reasonable absorption period discounted to present value, as of a 
specified date, in cash, or in terms equivalent to cash, for which the 
property rights should sell after reasonable exposure, in a competitive 
market under all conditions requisite to a fair sale, with buyer and seller 
each acting prudently, knowledgeably, and for self-interest, and assuming 
that neither is under undue stress. The hulk sale is executed in lieu of 
the seller proceeding with development and/or marketing of the 
individual parcels or tracts to end users, or merchant builders over a 
market-oriented absorption period for the type of project." (Appraisal 
Standards for Land-.. 'iecured Jlinanci_-0,gs~ l'alifornia l)ebt and Investment .4dvisor.v 
Commission, Reurned July 2001, CDJAC 04-07, Page 29) 

The method used by the appraiser to determine the "hulk sale value" of the lots 
is the discounted cash flow analysis, defined as: 

"A valuation method under which the dates of sale and prices of finished 
properties are estimated to derive a cash flow which is discounted to 
present value by a market discount rate. This valuation method is also 
referred to as the Subdivision Development or Land Development 
Approach to Value in appraisal literature." (Appraisal ~!andards for La11d: 
Secqrtd Financings, California lJebt and Investment .4dvisory C:01n1nit,;sion, Revised 
July 2004, CT!IAC 01-07, Page ,W) 

The discounted cash flow analysis estimates the net cash flow over the 
anticipated absorption period by subtracting expenses from the revenues 
generated by lot sales. Each period's net cash flow is then discounted to a 
present worth to yield the total discounted property value. The variables used in 
this discounted cash flow analysis presented on the following page are as follows: 

Number of Lots: 72 residential lots. 

Number of Lots Sold Per Quarter: 7.0. 
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Average Retail Lot Price: $119,000 per lot. 

Annual Lot Appreciation: 2.0% 

Taxes per Lot: Taxes per lot have been calculated based upon the subject's 
current tax rate. 

Tax Rate: 2.0% per annum (Proposition 1:3). 

Administrative Expenses: 2.00% 

Marketing Expen.~e: 3.00%. 

Discount Rate: 18.00'!"o 

Construction/Presale Period: 1 quarter. 

Conclu.~ion of Bulk Sale Value: 

Based upon the assumptions and variables discussed, the hulk sale value of the 
72 vacant lots in Neighborhood 4 is estimated by the Discounted Cash Flow 
Analysis at $6,207,586, or approximately $86,000 per lot (rounded). This equates 
to a discount rate of approximately 27.73% from the retail lot value. 

Our experience has shown that typical discounts for residential subdivisions 
range between 10.0% and 25.0% based upon the price range of the development, 
marketing conditions, and the size of development. The 27. 7:3% rate calculated 
for the subject is slightly above the upper end of this range, reflecting its 
extended 2.75+ year projected absorption period. 

Bulk Sale Value of 72 Residential Lots $6,207,586 

----·· --· ' 
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VARIABLES 

Number of Lots* 
Number Sold Per Qtr 
Average Retail Lot Price 
Annual Lot Appreciation 
Tax Rate 
Tax Per Lot 
Tax Increase Rate 
Adrninistrative Expense 
Marketing Expense 
Discount Rate 
Final Bulk Sale Value Estimate 
ConstructionlPresale Penod (months) 

'Does Not Ir-elude 3 Lots for Model Homes 

72 
7 

$119,000 
2.00''/o 

f.0600000 
S946 
2.00% 
2.00% 
3.00% 

18.00% 
$6.207.586 

3 

Qtr 

' 
2 
3 
4 

5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

Tota! 

CALCULATION OF BULK SALE VALUE 
Phase 1 • Neighborhood 4 • Mercedes Collection 

72 Single Family Lots 

No.of Average Average Real Admin. 
Lot Lo1 Lot Quarterly Estate Expense 

Sales Price Appr. Income Taxes 2.00%, 
0 $0 1.0000 so ($17.029) $0 
7 5119,000 1 0050 $837, 165 ($15,377) ($16.743) 
7 5119.000 1 0100 $841 351 ($13,721) ($16,827) 
7 $119.000 1.0151 $845.558 ($12,066) ($16.911) 
7 $119.000 1.0202 $849.785 ($10,618) ($16.996) 
7 $119.000 1.0253 $854.034 (SB.930) ($17.081) 
7 $119.000 1 0304 $858.304 ($7.241) ($17.~66) 
7 $119,000 1.0355 $862.596 (S5 552) ($17,252) 
7 $119.000 1.0407 $866.909 ($3.939) ($17.338) 
7 $119.000 1 0459 $871.244 ($2.217) ($17.425) 
7 $119,000 1 0511 $875,600 ($496) ($17,512) 
2 $119.000 1 0564 $251.422 ($1) ($5,028) 
0 $0 1.0617 so $0 $0 
0 so 1.0670 so $0 $0 
0 $0 1.0723 so $0 $0 
0 $0 1.0777 so $0 $0 
0 $0 1 0831 so $0 $0 

Marketing Oiacount 
Expense -Factor 

3.00% SUBTOTAL 18.00o/9 
,o ($17.029) 0.9569 

($25. 115) $779 930 0 9157 
($25.241) $785 562 0 8763 
($25.367) $79~ .214 0 8386 
($25 494) $796.678 0.8025 
($25.621) 5802.403 0.7679 
($25.749) $8C8, 148 0.7348 
($25.878) $813,914 0.7C32 
($26,007) $819.624 0.6729 
($26.137) $825.464 0.6439 
($26,268) $831,324 0.6162 
($7.543) $238,850 0.5897 

so so 0 5643 
SC so 0.5400 
so so 0.5167 
so so 0.4945 
so so 0.4732 

72 :118,813.968 (,t,97.187) ($176.279) ($264.419) ~8.276,083-

FINAL BULK SALE VALUE ESTIMATE 
PER LOT 

ROUNDED 
INDICATED DISCOUNT FROM RETAJL 

NET 
CASH 
FLOW 

($16 296) 
$714.205 
$688,385 
$663.482 
5639.295 
5616.162 
$593.850 
$572.332 
$551.529 
$531.539 
$512261 
$140,841 

$0 
$0 
$0 
$0 
$0 

;,,6,2u1,08ti 
Total 

$6,207,586 
$86,216 
$86,000 
27.73% 
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PHASE 2-VALUE OF LAND WITH PAPER LOTS 

For purposes of this valuation, the following assumptions have been made about 
the Phase 2 property. 

1) The land area is 43.87 gross acres, as shown on the "Phase 2 Survey Map" 
that appears on page 4;3 of this report. Of this total acreage, 43.32 gross 
acres is devoted to future residential development and 0.55 acres is a bicycle 
path the parallels the east property line 

2) There is an unrecorded, tentative tract map that divides the property into 
23;3 "paper" lots at an overall density of 5.38 lots per gross acre, based upon 
the 43 . .32 gross acres of land that will be devoted to the residential 
subdivision. 

3) Offsite improvements consisting of asphalt paving and concrete curb and 
gutter have been installed along the Yosemite Avenue frontage. 

4) Underground water, sewer, natural gas and electricity have been stubbed to 
the property line. 

The same 12 sales discussed in the "Phase 1 - Value of Land with Paper Lots" 
were used in this valuation and will not be reiterated in this discussion. In 
summary, the comparable sale properties sold between July 20C:{ and May of 
2006. The sale properties range in price from $105,000 to $508,06[> per acr,o. For 
those sale properties that have approved final subdivision maps included in their 
purchase prices (Sales 1 through 4 and 6 through 9), the indicated value range is 
between $20,000 per paper lot to $90,000 per paper lot. In order to determine 
the value of the residential acreage within Phase 2, an individual discussion of 
each sale attribute can he found in the following paragraphs. 

Real Property Rights Conveyed 

The fee simple interest in the subject property is valued in this appraisal. All of 
the sales were transfers of fee simple interests. Therefore, all are considered 
equal with respect to property rights conveyed. 

Financing Terms 

The subject property is appraised assuming a cash or cash-equivalent sale. All of 
the sales sold on this basis. Hence, all are considered equal with respect to 
financing terms. 

Conditions of Sale 

The subject is appraised assuming normal conditions of sale. The comparable 
sales were considered "arm's length" transactions. Sale No. 9, however, was sold 
at a steep discount because the master developer of Bellevue Ranch East was 
required to provide income-restricted housing in a portion of the overall Bellevue 
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development. This sale was deeply discounted to allow the buyer to develop such 
housing and still make a profit. 

Market Conditions 

As indicated by the sales, the market has been trending upward in prices. We 
were able to compare sales that occurred in Bellevue Ranch East to obtain a time 
adjustment. When comparing Sales 1 through 3 to Sale 7, the increase was 
approximately $125,000 to $175,000 per acre per year. Due to the current 
residential market slowing, we have estimated the time adjustment 
conservatively at $125,000 per acre. 

Sale 5 was time adjusted at a rate of 2% per month between its July 2005 sale 
date and September 2005, the point in time when the market began to level off. 
Sale 12 was time adjusted at the same 2% per month rate for the 27 months 
between its July 2003 contract date and September 2005. 

Physical Characteristics 

The physical characteristics that were considered were location, size, zomng, 
topography and proposed use. 

Size: Sales 1 to 12 range from 3. 72 to 94.11 acres in size. Phase 1 of Moraga 
contains 50. 79 gross acres. Sales 1 to 11 are smaller and considered superior, 
while Sale 12 is larger and considered inferior. 

Tract Map Included: Sales 1 through 4 and 6 through 9 had approved 
tentative tract maps included in the sale price. The subject has an approved, 
unrecorded tentative tract map for Phase 2 of Moraga. As such, these eight sales 
are considered similar to the subject. 

Sales 5, 10, 11 and 12 had no tentative maps included in the sales price, and are 
considered inferior to the subject. 

Density: The overall density for Phase 2 is 5.38 units per acre (233 lots on 43.32 
gross acres). These densities are similar to those shown for Sales 1 to 8, 11 and 
12. 

The densities of Sales 9 and 10 are 8.87 and 11.27 units per acre. These sales 
are considered inferior to the subject. 

Zoning: All sales have similar zoning and require no adjustment. 

Utilities: All sales have all utilities services available and warrant no 
adjustment. 
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Offsites: Phase 2 is being appraised as if the offsite improvements along 
Yosemite Avenue are completed. Offaite improvements were in place in Sales 1 
to 3, and 6 to 11, and these sales are considered similar to the subject. 

Sales 4, 5 and 12 had no offsite improvements in place and are considered 
inferior to the subject. 

Summary of Comparisons - Phase 2 

The chart on the below summarizes the comparisons discussed in the preceding 
paragraphs. 

Sale l='riool Sa~ Time Time Adj Size 1 Density Overall lndtealed 

No. Aue Dale Adj Price/Acre (Acre$\ (Lois/Acre) Zoninr Utihties Offsites Adi V1;1h.1e 

1 $229.204 reb-05 33.00 Yes 4.37 PD-42 S,W,G.E C.G 

$125,000 $354,204 0 0 0 0 " <:$354,204 

2 $232.333 Feb-05 30 00 Yes 5 47 P0-42 SW,GF- C.G 
$125,000 $357,333 0 0 0 0 " <:$357,333 

3 $274.401 Feb-05 28 79 Yes 5 49 PD-42 S.W.G,E C.G 

$125,000 $399,401 0 0 0 0 " <$399,401 

4 $200,000 Feb-05 42.38 Yes 597 PD-46 S.W.G,t: Ncnc 

$125,000 $325,000 0 0 0 0 0 + + >$325,000 

5 $375 000 Jul-05 17 64 No 5.27 

~'";' 
None 

4% $15,000 $390,000 + 0 ,. <$480,000 

6 $380.068 Sep 05 11 84 No 5 91 S.W.G.E CG 
0% $0 $380,068 + 0 0 0 <$471,284 

7 $400,891 Jan-06 13.47 Yes 4 45 P S,W.G.E CG 
0% $0 $400,891 0 0 0 0 <$400,891 

8 $508.065 Mar-Gt) 3 72 Yes 565 PD-42 S.W.G,E CG 
0% $0 $508,065 0 0 0 0 0 <$508,065 

9 $399,233 Mar-06 26 08 Yes 5 25 PD-42 S.W.G.E CG 
0% $0 $399,233 0 o_ 0 0 0 <$399,233 

10 $177,489 May-06 9 24 Yes B 87 PD-42 S.W.G.E CG 
0% $0 $177,489 0 + 0 0 0 + >$177,489 

11 $404.624 Dec-05 6.92 No 1127 PD-8 S.W.G.E CG 
0% $0 $404,624 0 + + 0 0 0 <$404,624 

12 $105,000 Jul-03 94 '1 No 5 53 PD-t.? S,W,G.L Ncne 

54% $56,700 $161,700 + + 0 0 0 + + >$184,800 

Subj . S<,p-06 ---·--· -·----- 43.87 Yes 5.53 PD-52 S,W,G,E CG 
Phase2 

The bracketed range in value for the subject property appears to be $325,000 to 
$:354,204 per acre. ln order to check this range, the table and graph shown on 
the following page were prepared: 

----- --- .. -----~-·--
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Sale Adj. Price/ Size Adjusted No. of Pnce Density 
No. Acre x (Acres) = Sales Price + Lots = per Lot Units/Ai;te 

1 $354,204 x 33.90 = $12,007,500 + 148 = $81,132 4.37 

2 $357,333 x 30.00 = $10,720,000 + 164 = $65,366 5.47 

3 $399,401 x 28.79 = $11,498,750 ..;-- 158 = $72,777 549 

4 $325,000 x 42.38 $13,773,500 + 253 = $54,441 5.97 

5 $390,000 x 17.64 = $6,879,600 + 93 = $73,974 5.27 

6 $380,068 x 11.84 = $4,500,000 70 = $64,286 5.91 

7 $400,891 x 1347 = $5,400,000 + 60 = $90,000 4.45 

8 $508,065 x 3.72 = $1,890,002 + 21 = $90,000 5.65 

9 $399,233 x 26.08 = $10,411,997 + 137 = $76,000 5.25 

10 $177,489 x 9.24 = $1,639,998 + 82 = $20,000 8.87 

11 $404.624 x 6 92 = $2, 799,998 + 78 = $35,897 11.27 

12 $161 700 x 94 11 = $15,217,587 + 580 = $26,237 5.53 

Price/Unit v. Density 
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Density (Units/Acre) 

The subject neighborhoods planned for Phase 2 have densities of 5.62, 5.47 and 
4.95 units per acre. From the graph, we have estimated unit values of $62,000, 
$62,500 and $70,000 per lot. 'rhis translates into the following value opinions for 
the land in undeveloped condition, but with all entitlements in place. The per 
acre value opinions range from $342,105 to $348,145, which is well within the 
$325,000 to $354,204 range indicated by the bracketed time adjusted sales. 

Phase 2 
Neigh· Product Density UnttValue Mapped Total Value Gross Per Ac~ Value 

borhood Line Units/Ac Opinion x Lots = Opinion + Acreage = Opinion 

2 Mariposa 562 $62.000/Lot x 115 $7,130,000 + 20.48 $348, 145 
3 Presidio 5.47 $62.500/Lot x 52 = $3,250,000 + 9.50 = $342.105 
4 Mercedes 4.95 $70.000/Lot x 66 $4,620.000 13.34 $346,327 
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We havr, reconciled the price per acre at $:345,000. Multiplying this unit value by 
the subject's 43.87 gross acres results in a value opinion of $15,13f;,150. 

43.87 Gross Acres x $345,000 per Gross Acre= ,115,135, l50 

--------------------------·------------
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SUMMARY OF VALUES AND VALUE CONCLUSION 

Phase 1 - Aggregate Retail Value of Model Homes 

Neighborhood 2 - Mariposa Collection 
Neighborhood 3 - Presidio Collection 
Neighborhood 4 - Mercedes Collection 
Total Aggrega tc Retail Value of Models 

Phase 1 - Bulk Sale Value of Vacant Homesites 

Neighborhood 2 - Mariposa Collection 
Neighborhood 3 - Presidio Collection 
Neighborhood 4 - Mercedes Collection 
Total Bulk Sale Value of Vacant Homesites 

Phase 1 - Total Aggregate Value 

Phase 2 - Value of Land with Paper Lots 

Total Aggregate Value 

www.rpaappraisal.com 

$ J ,:{64,fi36 
$ 1,491,696 
$ 1,1:rn,9n 
$ 4,590)l05 

$ 5,886,769 
$ 9,277,791 
$ 6,207,586 
$21,:372, 146 

$25,962,451 

$15,135,150 

$41,097,601 
Rounded $41, 100,000 
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VALUATION 

After carefully considering all of the data and pertinent information in regard to 
the property under appraisal, it is our opinion that the market value as of the 
effective date of appraisal, October 31, 200(i, is as follows: 

Total Hypothetical Market Value $41,100,000 

The above opinion of value is linked to an exposure period of 6 to 12 months. 
This report was prepared on November 1, 2006. 

Market Value Definitio~ 
This appraisal has been prepared in accordance with the following market value 
definition: 

The most probable price in cash or in terms equivalent to cash for which the 
specified property rights should sell after reasonable exposure in a competitive 
market under all conditions requisite to a fair sale, with the buyer and seller 
each acting prudently, knowledgeably, and for self-interest, and assuming that 
neither is under undll(' duress. (Appraisal Standards for Land-f:ieci~red_ Fingncings, 
California Debt and Investrncnt 11dvisory C'oni niission, Revised ~July 2004. C'l)JA(' 04-07. Page :JO) 

Fee Simple Estate 
Absolute ownership unencumbered by any other interest or estate, subject only 
to the limitations imposed by the governmental powers of taxation, eminent 
domain, police power, a11d escheat. (The_ DictiQnCJrv of Real E~;;tq_!e Al?.llraisal, 
4th Edition, C'hicago: .11ppraisal Institute. 2002, page 113) 

Bulk Sale Value 
The most probable price, in a sale of all parcels within a tract or development 
project, to a single purchaser or sales to multiple buyers, over a reasonable 
absorption period discounted to present value, as of a specified date, in cash, or 
in terms equivalent to cash, for which the property rights should sell after 
reasonable exposure, in a competitive market under all conditions requisite to a 
fair sale, with buyer and seller each acting prudently, knowledgeably, and for 
self-interest, and assuming that neither is under undue stress. '!'he bulk sale is 
executed in lieu of the seller proceeding with development and/or marketing of 
the individual parcels or tracts to end users, or merchant builders over a market
oriented absorption period for the type of project. (AJ!llrai~al Standards /Qr Land
$ecured Fi1'!;ancings, C'alifornia J)eht and Invf!sfment L1dvisory ('ornniission, 11evised ~July 2004, 
CDIAC 04-07, Pa1se 29) 

Discounted Cash Flow Analysis 
A valuation method under which the dates of sale and prices of finished 
properties are estimated to derive a cash flow which is discounted to present 
value by a market discount rate. This valuation method is also referred to as the 
Subdivision Development or Land Development Approach to Value in appraisal 

---- ------ - --------
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literature. (Appraisal Standards for f.,and-Seeured ___ flinancings, California Debt and 
lnvestrnent .4dvisory ('om mission, Revised ,July 2004, (;[JJAC' 04-07, Pa!{e 30) 
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EXPOSURE TIME 

Standards Rule l-2(b) of USPAP requires the appraiser to provide an estimate of 
exposure time for the subject property. Exposure time is always presumed to 
precede the effective date of the appraisal. Exposure time may be defined as 
follows: 

"The estimated length of lime the property interest being appraised 
would have heen offered on the market prior to the hypotheticnl 
consummation of a sale at market value on the effective date of the 
appraisal; a retrospective estimate based upon an analysis of past 
events assuming a competitive and open market." (1\ppraisal StandardH 
Board of the Appraisal Foundation. ,"Jtaten1f'nt on Appraisal Standards No. 6', 
"Reasonable Exposure Ti1ne in :tvlnrket Value Estin1atcs," October 1992). 

Based upon the current market conditions in Merced, we estimate the exposure 
time prior to sale at the appraised value at 6 to 12 months. 
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CERTIFICATION 

I, Lawrence D. Hopper, certify that: 

• I have made a personal inspection of the subject property that is the subject 
of this report, and have considered all of the pertinent facts affecting the 
value thereof. 

• All market data pertaining to the final value opinion has been accumulated 
from various sources and, where possible, personally examined and verified 
as to details, motivation and validity. 

• As of the date of this report, I have completed the continuing education 
program of the Appraisal Institute. 

• The statements of fact contained in this report are true and correct. 

• The reported analyses, opinions, and conclusions are limited only by the 
reported assumptions and limiting conditions, and are my personal, 
impartial, and unbiased professional analyses, opinions and conclusions. 

• I have no present or prospective interest in the property or the transaction 
that is the subject of this report, and no personal interest or hias with respect 
to the parties involved. 

• I have no bias with respect to the property that is the subject of this report or 
to the parties involved in this assignment. 

• My engagement in this assignment was not contingent upon developing or 
reporting predetermined results. 

• My compensation for completing this assignment is not contingent upon the 
reporting of a predetermined value or direction in value that favors the cause 
of the client, the amount of the value opinion, the attainment of a stipulated 
result, or the occurrence of a subsequent event directly related to the 
intended use of this appraisal. 

• The analyses, opinions and conclusions were developed, and this report has 
been prepared, in conformity with the requirements of the Code of 
Professional Ethics & Standards of Professional Practice of the Appraisal 
Institute, which include the Uniform Standards of Professional Appraisal 
Practice. 

• No one provided significant professional assistance to the person signing this 
report. 
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• The use of this report is subject to the requirements of the Appraisal 
Institute relating to review by its duly authorized representatives. 

• The appraisal assignment was not based on a requested minimum valuation, 
a specific valuation, or the approval of a loan. 

• I have the appropriate education and experience to complete the assi1{nment 
in a competent manner. The reader is referred to the appraiser's statement 
of qualifications in the Addenda. 

Dated at Fresno, California 
this 31st Day of October, 2006. 

www.rpaappraisal.com 

Lawrence D. Hopper, MAI 
CA #AGOO I 738 
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Assessor's Parcel Number 

Thomas Bro$. Atlas 

LAND DESCRIPTION 

S17e in Sort 
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'-ron:aae 
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Zoniro 
Zone Class 
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Ottsi!e lrrs 

Ra;1 Servcc 
H,ghost & Best t.,se 

SALES PRICE INFORMATION 

Property R;ghts Trnnsferred 
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UnadJusted Sa,es Pr·cc 
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AdJliSted Sales ;.>11ce 

Reason for Ac;<Jstmen'. 

VALUE INDICATORS 

Pnce'SoF: 
Pncelt,cro 
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REMARKS 

l l·ZJ l>-S 
;;;.n,:. 
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1.416684 
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Comt'f 
Level 
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4V Urnl~/Ac1 

Smgle rcJm1ly Ros,ctont,al 
Paved 

Sewe1 
Water 
Natural Gas 
bectnoty 

Curb 
Gu!!er 
Sidewalk 
Storm Dr:a,n 

No 
Res,denhal Subd.v•s,on 

Fram /\ctu;i, 
Sales Pnce 

$5 26 
$7)9.704 

$57.f,00 

reec S,mple 
Not !::~P%Cd 

$7 11000000 
$0 0(1 

$7 77G.OOO 00 

Fror'1 Adlt,~ted 
Sales Pr.Ce 

$5 26 
$22!1 204 

$52.!.iOO 

LOAN INFORMATION 

Downpayment 

,s, rnAmo-,,.,~, ----
Debt Service 
Terms 
Lender 

?nd l D Amount 
Debt Service 
Terms 
tw1der 

Land Sale No. 01 
RPA1-4482 

$7 77000GJO 

SC OJ 

All Cash rr,,nsao:m 

$0 OG 

fh,s sale prnpe11y ,s ,derM1ed as Lots V-BA ard V-\i of BollevLe Rarer. wh,ch contam total of 33 90 acres !his property ~old ,n f ebruary cf2005 ata prncrase pm;e of $7.770.000 
At lhc t,mo of sole on approved tent.it,ve sJIJdk,s"n m.,i::, w;,s "' 1,la,,,. for ·14s rcs,dcntml lorn Ana'ys,s of th;s sale md,cJ\Gs U:at t11e property w;,s t1t.,chaseed ,,r the bii'.,,s of 
$220.204 per @ere. or $57 508 pe, paper lot ":hP. property was Toned f.'042. wt,;ch allows for s111glc-fan1ily ,es1dential subd;v;s on devP.hpmP.nt All utility scr,; ces were avr1,1ablc to 
!h<" s,te ~11% i,me of f)Lirchasc Offo·1c 1rnprmmrnents were P<Jrt1ally ,ns\allod a'ld consisted of concrete curbs, gutters and sidewalks 

W0 have obtained _nw 1n1Nm:;t,on cont:amed here;n from soun:Hs !hat ,.,., deemed le be rdiable We make no reprosontat1on, v,,arranty or guarantee. express '" ;,n::,l;ec. as to !Im acn1racy 
or rel1at,11!ly of tre ,ntoITT,at,on conta,ned herein We are licensed subscnbersof COMPS lnfosystems data ~erv,ces tor Fresno. Madc:a and Merced Co,mhos Cnl,forma Bec:,.ise we may 
have obtain<1rl all or part of th,& ·nlor"'lnMn from COMPS reproduction w1thm.,t os>r e•p;>cssed wntten conscm 1s proh,bited 
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Thomas Bros. Alias 

LAND DESCRIPTION 
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,Jhl,hccs 
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SALES PRICE INFORMATION 

?1ope1:y R,ghts f,ans'erred 
Ma,ket,r,q Perioc: 

U11c1J111sted Sele~ Price 
Ad1ustmr-n! to Sales Price 
AC,usterl Soles Pr,co 

Re~s,,,, ror AdJbS!ment 

VALUE INDICATORS 

f'rrre/SaH 
PncnlAcrr, 
f'nceiUM 
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'.l'.\-1S."II-, 
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75-i [ S 

1,}0f>.800 
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f-rom Actual 
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$0 00 
Sb \.•7n cwr, 00 
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Sales P11Ge 

$5.'.:!3 
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LOAN INFORMATION 

DownpayrP<c,1' 

>st rn f\·n,u:it 
flpl,[ C,e'VlCP 

lso,n•s 
Lender 

7nrl TO An>ount 
DotJt Sc,,v,cu 
J,;rms 
lender 

Land Sale No. 02 
RFA1-448a 

$6.970 :..:OO GO 

$0 (lC 

$0 oc 

Th;s s<1le .s ,c!e,:<,f,ec ,1s Lots V-14 ar,,J V-t5A ol Rdlevue Ranch whd1 contmn total ol 30.00 acros rhis property also wld"' Fet,mc1,y of ?005 al n ptJrr:tnsB pnco of $6.D70 000 
An approved h:wtahsB ~uhd,v,s on •1,ap w,Js ,n p:,1co to, U11s. s;ile property. and ca Is lo1 164 residential lots Analysis of !his sale ,nd,calm tna1 the propnrty Nar, pwchasod arr the 
bas,s of $2':l2.3J'.l PN Jere. or $--12.~0v µ1per lut The p,operty "'a~ ;,,med PD-47. wh,ch allows for smgl<i.lamily res1denMI subdrv,o;on devcloprn;m\ ,oi, ut,lrty services worn 
ava11ab,e to the s,te ,d tile 1,rne al Ofls,te ,mpmvement~ worn pa1t1ally 11stalled and r.on,i;stoiJ of concrcle curbs., guUe1s and srdewa·~s 

We h_nve_ ob!a·n(l(I tne mfo1rn:ilion cunl<Hn<cd t1e1em f,o•n srn,rr.n~ that nrr: dcr:med to be re11abh!. W\, m.iK1) no :,;p1ese11ta'. on Wdl!d'llY G''.'. '(';':'.,~';: ;'."':'.;;cc.or implwd as to he accua(:y 
or reliab1l1ty of l'w wf,,·nrn1"m ,orlilmfa! her cm We are hCO'lSOd sut)s,:r,t.'<'•S of COMPS lnfosyste,n~ da\;1 se>·v,c:e, Im F ,r,sno 1,1,idcra C:11,tom1i). l>OCdc!Se v,,e ·,iay 
l'ilvr: ob\arrod all or pr1,t o' '.·1,s ,n·or,-ut10n i·o1n COMPS. •e:,,a.luC'ncn w,:•inu! "''' Pap,csse,! written umr,enl ,0 proh11:,1lvl 
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Land Sale No. 03 
RPA1-4484 

$7 900 000 00 

$0 00 

All Cash T,an~act,on 

$0 00 

Ttu~ sal€ ,s idenldied as Lots V-158 V-150 ar!d V-166 of Bellevue Ra11ch. which cor>tams approx,mately 28-79 acrns n11s propeny sold in February 2005 Fit a purchase pnr.o of 
$7 9'.JO 000. ar $274 401 JXff acre There 1s an ;:,µproved tentaHve sutx!Ms,on mclp nf 158 single-fan,ily ms1dent1al lots included in the purchase Rased on Fi purchase price this 
BQl1ates 10 .~ purchase price of $50,000 per paper lot The property was rnned PD 4i. which 11llows for s,ngle-fam,1y residenfoal ~ubdiv,s;on development. All uhl1ty services were 
11v11ila:,le to tr1e s•te at the time of purchase Ofls,te imµ,overnents were pnrt,ally mshilled ond coris,sted of concret& curbs. gutters nnd sidewalks. 

We have oblamed the mforma1ion Mnlained here111 from sources tho! are (leemRd to bo relmhln We make no reprosentat,on, wanar1ty or wuanc1nteB. Rxpress or implioct as to the .~r.curncy 
or renabii1ty of the ;nformatkm contamed here;r, We are l,cen~,ed subscribers of COMPS lnfosyst<c1ns data ~ervices far Fresno. Madera nnd Mercl'U Coun~es, Califvm;a Recause ,.,E may 
have ohta,ned all or part of Ihm ,nformat1on from COMPS. reproduc1orn, without our erpmssed wntten Mnsent ,s prot11b1ted 
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This sale 1s located on the east side of Highway 59. north of Yosemite Avenue 1n Merced and sold m February of 2005 Th;s property oonlains appro~;mate,y 42 :18 acres. and the 
selling broker ir>dicatect !hat the purchase price was $200,000 per acre. or $8.476.000 At the time of sale. the pmpe,1y was mapped !or 253 s;ngle res,dent·al lots . .nd,cating a 
purchase of $33.502 per paper lot The property is zoned PO 46. wtm:h allows fo1 residential suhdiv,srnn developmem. and 1s general planned for residential uses All municipal 
utility services were available to this property at the purchase Th,s pn1perty was pm chased by the developer of an adJacent subd1vis1on Acoord;ng to the troker involved 1n ,! 

transaction, t11e buyer d•d not pay any premium !or the property due to its prox1rn1ty to their existing subdiv1s1on 

I 



rpa Real Property Analysts 
6140 N. VilestA•enue. S,,,ie 10/ f-resno. CA 93711 ('.>'.l9) 261-9136 

RESIDENTIAL LAND 

NV\';:'.· G' S!re,,t & 8elluufl Rcai1 
M,s,ce,ll CA %341' 

BUYER Ue,c'1d IJ·,,w:rc,tv V 'laqr LLC etol 

SALE DATE & RECORDING INFORMATION 

Date 01 DOJ)C 
Date '-te'./)rcoJ 
Docunw·,1 Nl-•"'Jc>I 

APN<THOMAS BROS ATLAS 

Assessor's Parcel Number 

052 388-008 

Thomas Bros. Atlas 

LAND DESCRIPTION 

Size 1n SqH 
Size 1n Acres 
No. of Urnts 
Sh.ioe 
Frontaoe 
Topography 
Zonina 

('7'12/)5 
· 1,1s-ns 
t,C,·1)09S3 

754 E 2 

768.398 
17.640 

" lrreoular 
Comer 
Level 
PD-42 

Merced County 

rn UrutS:Au 

Zone Class Polent,al Subdrv,s,on 
Street Type 

Ut1ht1es 

Offs,te Imps 

Rail Served 
Highest & Best Use 

SALES PRICE INFORMATION 

Property Rights Transferred 
Ma'1mhng Period 

Unadjusted Sales Price 
Adjustmenl to Sales Price 
Miusteo Sales Price 

Reason for Adjustment 

VALUE INDICATORS 

PriceJSoFt 
PriceiAcre 
PriceJUnit 

REMARKS 

Paved 

Sewer 
Wate, 
Natural Gas 
Electric,1y 

No~ 

No 
Smgle Famt1y Res;denl!.il 

From Actual 
Sales Price 

$8.61 
$375.000 

$71.129 

Fee s,mple 
WA 

$6.615.00000 

$6615.00000 

From Adjusted 
Sates Pnce 

$8.61 
$375,000 
$71,129 

,. ~"<-

LOAN INFORMATION 

Downpaymenl 

1 S1 TO Amount 
Debt Service 
Terms 

"-
2nd TO Amount 
Debt service 
Terms 
Le-

Land Sale No. 05 
RPA1-4759 

Cash to Seller 

Al lhetime of sate. lhe property had no tentative tract map In place However, it is ~asonable that the prol)'!'rty could be de11eloped to a deroity of 5.3 lots per acre based on the 
lyp,cal densities In the Bel!evoe Ranch developmelll 

We ha11e_ obtained _the informatioo contained herein from sources that are deemed to be reliable. We make no representation, warranly or guarantee. express or implied, as lo the accurac,' 
or rel1ab11ity of !he mformat10n _contained herein. We are licensed subscnbersof COMPS lnfosystems dataseniices_for Fresno, Madera and Merced Counties. Califom,a Because we may 
have obtained all or part of th,s 1nlormm,on from COMPS, reproduction without our expresse<l written consent 1.s prohibited, 



rpa Real Property Analysts 
6740 N Wost Avenue Su,!€: 1(1f_ f-cesno C,\ fl'.li1 ·1 (55:1) 2(,'1·91?.i\ 

RESIDENTIAL LAND 

BellHVdH Ranch L,,,l Ult V-f\R 
Mwr.rni CA 96:148 

SELLER 

BUYER K1rrt,nll Ch I Rell0v110 RJr'f"\ ! I C 

SALE DATE & RECORDING INFORMATION 

'.Ja:H :,f [),,,,,I 
Da'.r ReccnPr1 
DcUdlk",I t\,,,nbl'< 
Uvak'Vvl,,m.,. 
P;igc 

APNITHOMAS BROS ATLAS 

Assessor's Parcel Nl!mber 

))4 030 

Thoma;; Bros. Atlas 

LAND DESCRIPTION 

$07e, ,n SQFt 
S,ze 1n Acres 
No or Units 

Fronlaoe 
Topography 
Zomno 
Zeme Clas.~ 
Street Type 

Ulilit,es 

Offs,te Imps 

Rall Served 
Highest & Best Use 

SALES PRtCE INFORMATION 

Property Rights Transferred 
Mariceting Penod 

UnadJUSled Sales Price 
Ad)t.lStment to Sates Pnce 
Ac!Justect Sales Price 

ReasOl'I for Adjuslment 

VALUE INDtCATORS 

L' ,;l'i·I~> 

'.!5 l'."'3274 

Merced County 

586 753 
13 470 
60 4,45 
Rectanqular 
Corner 
Leve! 
PD-42 
S,ngle Family Residenhal 
Paved 

Sewer 
Water 
Nalural Gas 
Electr,dty 

Curb 
Guue, 
S.dewa!k 

No 
Single Farmly Resodenl!al 

Um!siAcr 

Fee Simple 

$5.-400.000 00 

$5.-400,000 00 

From Actual From Adjusted 

~~~~~~~~~~~0Sal~u~Pnce-"''--~~"S,"'le0sPnce 
Price/Soft 
Prir;e!Acre 
Prioe/Ul'lit ........ 

$9.20 
$400.891 
$90.000 

$9.20 
$400.891 
$90.000 

LOAN INFORMATION 

Down payment 

1M TD Amount 
Debt Sel'Vlce 
Terms 
Lender 

2nd TD Amount 
Debt Sel'Vlce 
Terms 
Lender 

Land Sale No. 06 
RP!'\14761 

At the lime of sale an appro'l1:!d ten!atlve 51.lbdi'lis,oo map was in place for 60 resid9fltial lots Offsile improvements w&re partially Installed and consisled of llOnCreta ctllbs, gi.,tt;m; 

aod sidewalks primarily along Bancml't Drive. 

We were unable lo confion this sale with any olthe parties involved will1 ii. Thus we used the sales price from th& talCfi!s paid on the Gran! Deed of $5JMO 



rpa Real Property Analysts 
(,!40 r~ \/Vest Ave,,,,_, Sute, 187 F,1,0,rr>. '.'.A ()3/11 (559)LC1 9~:J6 

RESIDENTIAL LAND 

$$1\ob e, 61-111,- ·'vi" "', 9~1Yxotl 
t/,crc,;d '.::A '.J:>34() 

SELLER fl,;l ,0;18 "(;mch - Mll1Cl'U LP 
t, Ca"h'"" • ""11',s.l L,ab,l;'.y Company 

BUYER Ki:nball H,118;1 evue Rar<:h. LL: 
A Caldor'u~ ,_,m \(.'cl Lwb,'Hy Com Jany 

SALE OATE & RECORDING INFORMATION 

Dale or ::ieerJ 
Date '<evYdc1ct 
::::oc.,m~,1 N,.rbcr 
0'.)()•.:'folume 
;::,OgD 

APNrTHOMAS BROS ATLAS 

Assessor's Parcel Number 

224-030-IJ2:) 

Thomas Bros. Atlas 

LANO DESCRIPTION 

Sin m SqFt 
S,ze m Acres 

t3!22t06 
1)4!()4,00 
2!J:)6-<1743i\' 

754 le 6 

162.043 
3.720 

Merced County 

No. of Un,ts 
Shape 

21 5 65 Un>!S:Acr 

Frontaoe 
Topography 
Zon,no 
Zone Class 

Street Tc'°c'c_ __ _ 

Utilities 

Offsite Imps 

Rail Served 
H;ghest & Best Use 

SALES PRICE INFORMATION 

Property R,ghts Transferred 
Marke!lng Period 

Unadjusted Sales Price 
Adjustment to Salea Pnce 
Adjualed Sales Pnce 

Reason for Adjustment 

VALUE INDICATORS 

PnceJSriFt 
PtiootAcrn 
Ptice!Uni! 

REMARKS 

lrreoular 
Comer 
level 
P0-4l 8ellevue Ranch 
SmglE> Family Res,denbal 
Paved 

Sewer 
Water 
Natural Ga& 
Electnc;ty 

c,m 
Gutter 
s,dewalk 
Stonn Dram 

No 
Resider>t,al Subd1v,sion 

From Aclual 
Sales Pnce 

$11 66 
$508 065 
$90.000 

Fee S,mple 
Not Exposed 

$1.89000000 
$0.00 

$1,890.00000 

From AdJusted 
Sales Pnce 

$11 66 
$508.065 
$90.000 

LOAN INFORMATION 

Down payment 

1st TD Amount 
Debt Service 
Terms 
Lender 

7nd TD Amount 
Debt Service 
Terms 
lender 

Land Sale No. 07 

$1.890.000.00 

$0 00 

All Cash T,ansact1on 

$0.00 

RPA1-4824 

This ma sale of Parcel 1 of Parcel Map of Bellevue Ra rich East recorded in Book 101, Pages 50-53 ot Parcel Maps. Merced County The p.arce! contains 3.72 gross acrea before 

street dedications. and 3 59 riet acres divided , nto 21 resjrjent,al 11-0mesates 

The venfled purchase price was $1.890,000 for 3.72 aaes. or $508,065 per acre. The vestmg tentalive subdillisior, map calls for 21 single lam,ly lots with an average lol size of 7,451 
1,quare feet. The indicated pnce per lot 11, $90.000 Additjona! money could be paid should the salea por.es of the proposed homes exceed a spe<:1fied le,;ej {not ieported tu the 
appr,;,iser). The land was bought 111 super pad condition. with al! backbone infrastructure in place Too buyer 1s responsible for the cost of inslalhng the streets and utilities withm the 

superpad 

The pur,;:ha1,e of these 21 lots took place ,n con1unclion w•lh an additional 60 lots located on Lot 86 (not a part of this appraisal) 

We have obtained the 1nfomla1Jon contained he<ein from sources that a1edeemed to be reliable. We make no representation. warranty Of guarantee. e~press Of implied, as lo the accuracy 
or rel10011ity of the information contained herein. We are licensed subscnbersof COMPS lnfosystems data sel'V!ces for Fresno. Madera and Merced Goun\les. Califomia Because we may 
have obtained aH or part o! lhu; 1nformat,on from COMPS. reproduction without our e,pressed written consent 1s prohibited 



rpa Real Property Analysts 
G/40\J.Wostl'vom,J Sulc •::ir s,e,1·0 Ch \.JJ/lt :~'.:>9\Lt· ci1i6 

RESIDENTIAL LAND 

.VS 8G<'U0fl 3'.1~n t{'.,d'. & C,1r(Ul,1 
!Aerced ,:r, :05'.<4n 

.SELLER flpi''">"P R1,' I• II/HC'1 l I F 
t. cs11,1u,i,,1 _,rndc>d Lnt,, t:r '...0 T>nny 

BUY FR t,1•·''"''' RPllav mR,i•,: h , 0 
A ,;:,1,1;;r,1 :, ~·ia1:,,,1 P'.lr:'>(•··;h,p 

SALE DATE & RECORDING INFORMATION 

8;-,ie of f),:,od 
:;,,k Reccc>·d•-cl 
:Jo(·,,mp·1: "lt1Ttu 
Dauk:Vu ",1·-e 
P;;y-

APNilHOMAS BROS ATLAS 

As~essor s Parcel Number 

Thomas Bros. Atlas 

LAND DESCRIPTION 

s,10 "' Sql! 
S,d 11 Acres 
t.c) al l.n,ts 

Fro~-tC!QP 

1.' JG 04:> 
:?6 oso 
'3/ 
hcm1lar 
intenw 

6Vf" 

Merced County 

I ov190csphy 
Zonn(! 
Zrm<" Class 
Slrnul Type 

PC"47 Bcllevtie i-bnch 
Singe Far1ly Rns•d0n11,1I 
Pa,et1 

Ofls,te linps 

Rml Served 
H,ghesl & Bes! Use 

SALES PRICE INFORMATION 

PropBrty Rigt-ts T•ansferrnd 
MarKet,ng P!!nOd 

Unad;usted Sales Price 
Ad1ustmen! lo Sa•es Pree 
Ad1usted Sales Price 

Reawn for Aajustment 

VALUE INDICATORS 

Price/SoF! 
Pnce/Acre 
PncelUni! 

REMARKS 

Scww 
Water 
"latl!rnl Gas 
hectr,c1t,-

Cum 
Gutter 
S1dewal~ 
S\O'rn [)ra·n 

No 
'<:esidential Subd•v,s>t'El 

From Actual 
Sales Price 

$9 11 
$399 ?33 
$76,000 

Ff'B S1rnplB 
Not Exposo<l 

$ 1 0412.0000[) 
$0 00 

$1041200000 

F,om A,J1,,s!ed 
Sales Pnce 

$9 11 

$399.233 
$76,000 

LOAN INFORMATION 

Downpay,ronl 

'st TD Amount 
OelJt $,>rv,:;e 
Temis 
lendn 

2rd TO Amounl 
!JelJt Serv,ce 
Term,; 
Lendei 

Land Sale No. 08 
RPA1-4825 

s:n41?roooo 

$[) 00 

$0 00 

This is a sa!" of Pa,cH 2 nf Parcel M,w of Bell,cv,"' Ranr.h fast rn,,arnod ,n Aoo~ 101 Pages bG-'.,'.l of Parr.el Maps. Merced Couniy. The parcel nmtams 2f.OS gross acres before 
street dedications. and 20 C1 net ac:res (!iVl(1ed 1n10137 res1denlwl homes'1<:s 

Th;, venfied purchase p"c"" was $10.412 000 for 26 08 acres, or $399.2.13 per acre The vesting tentative s,1bdiv1s1on map calls for 1'.ll s,ngle family lots w,11 an average IOI size of 
6.362 square !eet The md,ca!cd p,irn per lol 1s $r6.000 Add,t1onal ,noney could be pa,d should the sales pnces ol the proposed hemes exceed n spec1hrn: level (no! reported lo the 
appra,sen The lnrid w.is bought iri s1.tpetpi1(! co!l01tion. w1!h all backbone mfrastr1Jdure in place 

We have obtame<J the 1nform<'!t1on contained herf'i!' horn fuou,ces that are deemed to be reliablP. We ma~c: no rnpmsc:ntat,on wmr.1n1y or guarantee. exprer,s ,ir imphed, as to Ire accuracy 
or rel1ab1hty of the mforma!ion coota,nOO t1orc:ln We arc: 1,censed subscribers ol COMPS !nfosys!ems dalll wrv,ces for f•esno, r.1adera ""d M'c'rced Count,es. Calllomia f\eca,,se we may 
f1ave obtained all 01 part of t111s ,nforni"!Km frorn COMPS rPprpduGt,0•1 wi1ht,,,l our exp, Rss.,d written con,wnl ,s woh1b1led 



rpa Real Property Analysts 
67cl-:J t\ \\'rst t,v,WUR su,:c 10! ~'U~l'O CA 9'.3711 (F>59) 261·913(i 

RESIDENTIAL LANO 

f-S t..r Street Dtw·1 st,oelc ·r anti ·G 
MCt'.:cd C·\ 953.;'.) 

SELLER Sa,:,r V\lf, Rilnrh Mer'.:0d L.P 
A CiJh!()rri'i! Llm1teJ V;:, 1,ty ::;,,,npany 

BUYER Env,s<rJr h,mes LLC 
:, C.~ 1br11 n --i1:(:<! LH:J11,1y Com:1:ny 

SALE DATE & RECORDING INFORMATION 

D:neo!-,a,,n 
'.Jn'.,~ kc>r:::cd 
.J0cJ10e11: "lun-be· 

APNfTHOMAS BROS ATLAS 

Assessor's Parcel Number 

224 2'.1G-'.:?~ 

Thomas Bros. Alias 

LAND DESCRIPTION 

;J:,.'•l'.\<)f, 
I ,i::131'.16 
200E>11.J?%:J 

754 F 6 

402.494 
9 ?40 

Merced County 

S :e ;r Sc:Ft 
S1eirAcms 
l\o ot Lr' ts 87 

l'requ,ar 
8 f\7 

Shooe 
1n:en:,, 
~eve I 

f"contaqs 
To;;:ography 
Zonmq 
Zo'1c Class 
Slroet Type 

PL)-42 Bdle,ue ~and> 

u:11,es 

Gr'si!e Imps 

Rail Serveo 
d,ghest & Be~! Use 

SALES PRICE INFORMATION 

r>roperty R1g~\s ~ransforred 
Marketing Pe•1od 

Lnad1us'.od Sales Pnce 
AdJUSlrnent to Sa.es P·ko 
Aojus'.ed Sales Pree 

Reaso'1 for Ad.Jst~1ent 

VALUE INDICATORS 

Pncu:S,;Ft 
Pr,celAcrn 
PncetUn;t 

REMARKS 

S ng'e r.ri·,•y '<es1rl,on1,a1 
r>aved 

Se"''°' 
Wate, 
'latva• G,,o 
Eleclr c.,ty 

Curb 
Gutter 
Sdewalk 
Storm om,-, 

No 
Ros,d<Jnbdl S<JLG,v o1or, 

"rom A:\util 
Sal>lo., PPCC 

$4.07 
$117.489 

$20 000 

rce s,m!)lc 
Nvt Ewosed 

$1(i4GOIJ0:)0 

$0 00 
$1 640 000.0G 

Froni Ad1usied 
S,,IVi Pr,w 

$4 07 
$177.480 

$20 00() 

LOAN INFORMATION 

l)0v,,npayment 

lsl !i)Arno:r1! 
D<cbt Ser,,cc 
'e, rns 
Lender 

)nd TO AmOU'l\ 
Debt Serv,ce 
TP!rT15 

I ender 

Land Sale No. 09 
RPA1-4826 

$1 6"-0.000 ')() 

$0 00 

All Cas•, lracsactvJr 

$0 00 

lll1s ,s as.Teo' P(licel 3 of Parc<cl Map of Bellevue Rane.ti East reco1ded 111 Book 101 Pages h'.l-53 ot Pmcel Mops. MercecJ County The parcel contains 9.24 gross acr<cs before 
s::em dod1cu'.'lYlS and 6 58 nel ~,:res divided into 137 rcs1dent,al hornc's1les 

The venfi&d rur::::hi1se pnce was $ I 6·10 000 for 8 ?4 acn,s or $1 If 489 per ocro Tl1e ~esH119 \e'1t;ihvc subd1v1s,on map wlls fur 62 s n9le fc1rn,ly lots with an average lot s1,;:e of 3-498 
squar,, feet The 1nd1tdH:d once per 'ot ;s $?0 000 Add1t1ona, money could be pa1J sho,,ld 1he s,ilcs p~GP.S o! tlw pro;JOseJ horn% s,xePed a sped,ed IEM)I (not repor<,ed lo the 
apwmser1, T·1e ld'ld Wds bought m supPrpar. cone t1on w1'.'1 all barnbo11e fr,fras1,uorure in pi ace 

Aecordmg to me sel1er, 1rcsu lots will be developen to ,ocomc-restnetcd sinqle family horn<cs. The mastw nlan lor so:lt:,vue Ram.:h c«II:, for a portion ot the land to be oevoteJ to low 

mnvrc timw,rg HercD :·1e steeplJ d;stxJunted p"rchaso pncn 

Buyet~ ,:,< th<es<c homes ·m,st meet the moderato ,ncorne category (no morn llrnn 120% o! the r1ed1(ln mcome to, the arna) 0.;r;ng the hrst 5 year,; after pucch:c,:<P, they cannot r.HAI! 
Hie hom<cs 10 ,,'.tier t'1an h,,yms that meet the moderate ;ncx,me r,.,1.,;rr,mcn'. Thfl f,rnshlX! >1omes ,,.-,11 1,~e:y 1,e 900± to 1.illO± squa•e foe! 111 size 

We hive c,t,rnmrd the mtor"latnn r;or\lamed t1ers,n fr:rn so,orco,s that me dccmex:J to oe -ehdble We make no mpcesonliJt1on v,,arranty or 9,,arnntee. express oc 1mpl,od, ;JS 10 t11e accu,acy 
or ·nln!JMy 0r :1c< inlurT:c,1icw CL)ntmnrd hcrc,:n We ore 11censeu ~utJscribc:~, ol COMUS 1n•osystoms Jd!a se,vi,-,,s fm Fresno. Madera ar,d ';1erced Cot,n'.,<cs, (;a,afn,,·,,1 Aflornmfl we mDy 
hJve o•J!d i,ec all w Part ot :·v; ,nt0rm;i: v1 'tom COii.PS, ,e1"0ddGt,nn v,,1thout ow c,;)t0%U<l w·,ttei, r:<.mse'1t 1s proh1ll,lfld 



rpa Real Property Analysts 
6/4)!\ w,,s:Avv·"e SuhJ ·1,1 1,,,'.'10 CA 1',:7' ,;,;;'J)Lb1 \11'.\i, 

RESIDENTIAL LANO 

Sl CI o,,q·-brnccdc !:, \1,, do;~ 
f}('[C,-:),j '.;". !)',)~!) 

SELLER 

BUYt:R 

SALE DATES. RECORDING INFORMATION 

L\/n 'lt L:oc,: 
1:,:10•,e,_·0·1·,,,J 
r.oc, nw·,1 Nu 
R,,d·Vd,,m; 
i',~gc 

APNrTHOMAS BROS AT! AS 

A,,se:,sof» Pmcel Number 

C58 C30 ;_;::f 

Thomas Bros. Atlas 

LAND DESCRIPTION 

S,,,-:, n bqfC 
'.o•iC n /\U('S 
-'1r) d U1'1'.S 

Topogr,1;:,ny 
7ornn,; 

?('"" Cla~s 
.%N•l Ty JC 

Olbte lmns 

C.:s,, Serv<cd 
1-'ICJhe~t & Be~l Use 

SALES PRICE INFORMATION 

Properly Rights Translerrei:J 
Mc1r\C!1nq Penod 

Unad1u~l.;0 Sales Pnce 
/\d1ustrnent !o Sales Pnce 
Ad1usted Smes r>r,ce 

R(•:hO'l for AdiJs!ment 

VALUE INDICATORS 

Pncc:SoH 
rr,ct/Acre 
Price:Uni! 

REMARKS 

12 _::;q ~ 
'3( cs 

1,,, 1,:;;,i1 

7'.'4 B 3 

301.L"~ 
(; 915 
,s 
RoctarJm,lar 
f;ornw 
Level 
PD-8 

Mer,:.ed Co1mty 

11 Jf: lJ:,·b-A,, 

s;ngle Fam,,y Residenh,1 
Paved 

Sewer 
Watc• 
Nat.ira' Gas 
t:loctncly 

Curb 
G;;tler 
S1dewa·1< 

No 
S·~gle "'am,ly RPs;ctcnt,,11 

Ftm"At..iual 
Saies Pnce 

$\) 30 
$404,920 

$35/Wl 

Fee s,·nrle 
13fJ Uc1ys 

$2 800.000 00 

$:> 80() 000 ()() 

rrorn /\c1\JSled 
SH·e~ P'lCl:l 

1,9 30 
$404 920 

$35 897 

LOAN INFORMATION 

OownpaymPnt 

'st OD Amn .. ·•t 
DHlt Secr,,cP 
lHms 
l <cnci"lr 

)nd TD AP1mmt 
Ocbt SrrvKP 
Te,·m~ 
~,mder 

Land Sale No. 10 
RP,'1.1-4762 

There was no t<an!atlvf:' 'l'Jp 1n place m the t,me u' sa•e liowever the buyer ,nd,rnted that !he properly will Le do,clopc:,d 10 approxmwtvly /8 town t,omes 

We have obta,n ... 1 11,e ,nfrmm1hon contained her cm lrom sources that arc dee111edto be reliable WIJ m.iko ,w rcprosoo\11\1011, war1d1lty 01 g;;arnnwe, express er rmphed, as to u,a accuracy 
or rol1111,<l1ty of the mfo1m11tKl'l com11mect herein We are kensell subscr,beG of COMPS l<ilosy~IRrfl'> dah, ..erv,rns lm Fresno Madera and M(,rccd Cm:nt,es, Cal1fcmia floca~se wo ma, 
have ob!ai,,ell all 01 par! <ll 1'"~ Flfrnrna1mn f•cm, COMPS · r,product,on w,thod our oxprnssed 1w1Ucn consenl ,s proh,b1!'1'(! 



rpa Real Property Analysts 
RESIDENTIAL LAND 

t'.$ Mor:.1co Ho,,r,:m~ A•,-.·,ua 
M,; 0 cr,d 95:34(1 

SELLER f rd'>'< J & M,ai,na CL1'.!oo,,• H8dV ar, J; 
Jac~L &O,,,ncaC Bwd H&Wos.Jf 

BUYER Y( H ~/ercP.J I °' 
A C:,Hwrna lirrnted Pm1nersh·p 

SALE DATE & RECORDING INFORMATION 

Daleo' Decrl 
::::;,10 kecor,:l,;>,j 

:::ac>,rnc,i,t \lumbw 
SookVolu'l1<' 

APNfTHOMAS BROS ATLAS 

Assessor's Parcel Number 

20C-03Cl-11 (Port1o'l) 

Thomas Bros. Atlas 

LANO DESCRIPTION 

Size"' SqFt 
Sim '" Acres 
No. of Units 
Shaoo 
Fmn!aoe 
Topography 
Zonino 

/C'.)ti C:l4659 

1,752 8'.",4 
40 240 
780 6 % 
Redanou;a, 
Interior 
Level 
PD 

Un1ts.'Acr 

zone Class 
StrEet Type 

Singl,-, Family Rcs,dcnMI 
Paved 

-----

u1,1tties 

Ofls1te imps 

Rail Ser,ed 
H1g!1esl & Best Use 

SALES PRICE INFORMATION 

Property R1gnts Transferred 
Marketing Period 

Unadjusted Sales Pnce 
Ad1us!ment 10 Sales Price 
Mius!ed Sales Pnce 

Reason for Ad1ustment 

VALUE INDICATORS 

Pnul!SaFt 
Pns::olAc1e 
F'nce/Jnit 

REMARKS 

Sewer 
Water 
Natural Gas 
Elecl1•oty 

None 

NP 
Rcs,dcnllai Subd1v,s1on 

Fee s,mple 
Not Available 

$12.50000000 
so 00 

$12 500 000 00 

rrom ActL>al From Adjusted 
Salos Pr,_ce ___ ~s,_,e~s Pnce 

$7 13 
$310.636 

$44 643 

$7.13 
$310.636 

$44 643 

LOAN INFORMATION 

Down payment 

1st TO Amount 
Debt Seni,ce 
fp,m5 
Lender 

2nd TD Amount 
Debt Sen,1ce 
Torms 
Lender 

Land Sale No. 11 
RPA1-4832 

$1250000000 

$0 00 

All Cast1 fransacbon 

$0 00 

A memorandL1m ot agn::,ement to sell was re,:;orded on this property on Apnl 18, 2005. and that,~ the date where the ··meeting of the minds" ocCtJrred Between !his date and Uw date 
of rer.ording tho buyei processed two mc1ps for ,i tot,il ol ?80 res1den\lal urn!s. Ut1l1lles wt're s!ubbed lo tho property l,nc in the Monaco Drive frontage The buyer mtends to develop 
116 of the lots ... ,u, µrodudmn !1omes tor sale to 1nd1v1dua! buyers and to develop 1he remairnng 162 lots to U\c fln,shed lot st:;ue belore soiling them to other bu,lder-s. The home,; 
developed by the buyerw:11 be 1 400 to 2 000 Sf m su'.e. and !he ask;,,o prir,es will likely fall in tho rrnd to t11gh $300,000 range 

Otlsito 1mproveme'lts ,n tho 1orm of curb. gutte, arid s1dew,ilk are 1n place a1ong tho south side of Moncicu Drive but not along tho nort!1 side of the street where the sale property 
fronts Hie ~ale ,s located 1us! nrnth of lhe Centex Millhouse development 

The sa,e cor,~1s!s of P<1rcels 1 2 :mo 3 ol PMccl Map fo1 YCH recorded May 11 2006 in Book 102 of Maps, Pages 45 a11d 46 

we h(lve obtained u, .. ,r.tormahon contained heroin from souices that are deemed ta be reliable. We mako no representation. wHmmty or guarantee express or 1mpl1ed, as to the aixurncy 
or ,·clmb,h!y of the 1nl()m1at1o'l co'ltained herein We Fire licensed &1bscnbcrsof COMPS lnlosyMems data se1V1ces for rresno. Madera am.I Merced ('.,ounties Calilorri1a Because we may 
have obtamcd all or part of this mfo,malion from COMPS reproduct,on w,thout our exp'f,sscd wrdtcn mM,ent IS prohibited 
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RESIDENTIAL LANO 

Mo·,Hi,l ,;' \\,icx, RM. Ii, 1-i Pyrh.1~r 
'.'S Y(]SCf'"l'.C IJt>t<'I "-1?1d1 ISL!~,· 
'..',Jr(·CJ (A !Y,)4'.' 

SELLER IWHF_U'"l~ :LC:: 
_A_ (:;_al,rm,,,,, I ,,,,,in, I ,.,i,,1,1, Cornp,1r;, 

BUYER Lc>!..ce1n.,·1<.WH !IC 
Afl<cl;,;·,.v<c I ,m,:e" I "1!1<ll1vCP 

SALE DATE & RECORDING INFORMATION 

J,1!0 o' D,:w(I 
::ic,te R<ccordec 
Joc.,ri,enl t,,.mbe, 
RookNO'<JIH' 
f-'Jge 

APNITHOMAS BROS ATLAS 

Assessor"s Pmcel Number 

Thomas Bros. Atlas 

LAND DESCRIPTION 

Sue'" SqFt 
s,z(' n !\ut,s 
t\o of Units 

0!<;1,C'3 
n7,-r,,rc; 
OS-CA\)() C-.d~i4 

"' 
5 ;)16 '.llB 
116 :..so 
570 4 46 

Corn or 
Level 
PD-52 R-1-6 

Topography 
/omr>o 
Lone Clc,~s 
Sl!ee1 TypEcl 

Smqle Fnm;ly Res1d.,·,t1ili 
raved 

Ut1hll<JS 

Offs,tp ·mps 

R,,,1 ::;e,vnd 
H"JhRs1 [', Bes! U»e 

SALES PRICE INFORMATION 

Pmpeaiy R1gPts Translerre{l 
Ma,aet1nq Period 

Un,,d1uskld Sales Pnce 
AdJ"strnenl to Sale» P,;ce 
Ad1usted Salas r,ice 

Rc~wn for AdJustrnePt 

VALUE INDICATORS 

Pncc1sart 
Pncel/\cre 
PflC(C:Unit 

REMARKS 

Sewer 
Water 
NahJra' Gas 
f•ectrc1ty 

Nc:ne 

N, 
Res,den1•al Suoo ~is1on 

From Ac!<Ja' 
Sales Pr,ce 

$? 41 
$!0!JJJIJ[j 

$23-5:34 

f-ee Swnple 
'fol Av,,,l,1hlf' 

$12 ?3? 75000 
$0 ()() 

$'.;"231.i'.,fl()() 

Fmrn Adj%led 
Sdles Pr,ce 

$~ 41 
$105 '.100 
$?3 . .534 

LOAN INFORMATION 

Oownp,wn1e11I 

1st !OAmounl 
~ebl SPNH;e 
Terms 
l (>PdP, 

ind "'D Arnoo,nt 
Oeb1 S.arv1ce 
!1c,ms 
l e<'do•, 

Land Sale No. 12 

$3 956 4~,(l GC 

MRrket qdlt lo, d 5-w,,ir 1crrr 
C,ellu 

$4 641 3((, :)0 

\An, ket Rdte lo, a 5·Vt'd' te,m 
c,eller 

RP/\1-4867 

The purch1rne and solo ugrcornent !or lhrn rm:,Perty was dntcct Jlily ?003 ;md c,11:,:,d for J total purchose p!l~e of$ •2.2FJ50 for ;aµproxl!1l.Jtely 116 55 gross ~ere,; ,n<};,:,.i;nu >- pr,ce 
o' $ IOS 000 ::er acre. At tha time the s;,1le :ayree,r,cent was s,9ried. the property l,a,I no .,,,i;11e,,.,,,,1., The :,uyer pa.,I to hove 1hP property annewct j,J!o tho Ci·y ot Merced. anc paid 
fo, all costs JSwc,utc.'<J with subdivision maopino 

The agreen1,,0t callc-d lor a,1 1n.lmi $250.f!O(l depos;! to be ,11ade l:8101 '0J provided t11at LAFCO appruved !ht µ,operty fo, dw1e,cc1tmn m!0 thR C,ty nf Merr.ect. ,in add·t1ona1 $?S1l.OCO 
deposit to ba 1nc1de O'l 01!0 !:04, ;an tKlct1t1or,al $?!JO ,.,oo de+p,sn in 1," rnad" ,,,. 07.'fJ:l,04 arid ,.,. ad,rnmnal $?50 000 d0rm,,1110 r,c mmk oo 01,c51~0%. Pt>, sc : ot the purc'l,lDC 
was lw Grar,! Qp,-,d daled0?,121('-5 and rernrdflr1 ()(118/0b as Oocumen'. No. W, 54306. The 1n<1><>11<..'<:J pwclwse µnee was $6 IJ'Jb.b:JO r,,,,. se,,er earned a note ro, $3 596.450 for a 
'.>-yr.a,: twm ilt a,, rnlerfrSl rnl,; equal to l'IC Appl,:;ot:le 1-c(ln,ol RJte rnost 'et'ently µrornul\pted by 1h.a ln!e11,al 'sev;,rn,e C,erv,c ,, ,ot the d,1lc, uf tlin notH Tre r,nle conta,ns ,1 oa,tial 
release c:ausR tha! co:nes ;n!o play we E\!Gh hU"s! ,s sold 

P'luse 2 oftl>c, pwchssewa5 b\' Grdn! D.aed cld1>'d '.lG.'0<;05 anct recorde,1 06!0!,106 as Document No (lb 3i!el4 tho rn:ilur1ce of $b 1-1 I 250 was pa•d ,r lbs SE'GOnt1 tra11slw fh,; 
sellE'r earned a notc1 for $4.641,300 tor a 5-rear te:rn at an ,ntwest rate equa lo tno Appl1cnlllc f edO!~I '~<c1to n1ost ,ecen11y pron,ul\Jdkd by :,,e lr'lemol 11even Je Servor at lhP -iatP nf 
U,,; rnt" The noto cnnt,1ins a prn1oal relem;e cl.1.w,0 lhat conirs into piny :is e(IC'l tiorne 1s sold 

Tho ;;,rooeny was ()l;fl .. hHsed by L akR1mm1 Hm11,-,s for ctRVP.lopment of Uf',!f. 1 and 7 of Morago ot Mwced UM 1 w,11 contrnn LC? ICl!s wh,le Unit? will huvc 2.lJ for ci total or 520 
single far111IJ l·,,cnps L1pon cnnwl0t,on ol !hr <ieHiop,,1en1. MorngJ will encornpJss \14.11 gross aues. ,nJ,cc1t1n,1 :vi ovce<dll dt•Nty of 5 53 home~ per ane A 7 15-aue part. s1 e w,11 
be ,ie,:J,cated 1o me, City ol Me.rnd. ThE' 'efrl(l,n,ng 1'.J ?H ocms ,s locatmJ f'otlh uno ecist of a 115kV poww lme. and w,11 no1 l,e" part of!!,., final ctevPlopmeT 

We ti ave obtameJ H>e ;nfo,·11;,Hrn1 con!aned h""'"' Imm sm,rrn:, !h,~l are driemcd to be reliable. W(t n,ciko no wpresentat1un 
or rellab1li!y of the int{)(m;1Hm con1wnod h)•rnn W<J u,e l,ce-1sed subscribe,s of COMPS lnfosyf.!Pms d~ta services for rrnsno 
hove ob\d1Ped all m pil'\ uf Hus ,11iorn1;1t,on fr( n, COMPf; rnp«Hh,cfom w;thcut o,,r e,prr.ssed written Gonsn,t IS p,oh1Med 



SINGLE FAMILY RESIDENCE RE-SALES 

1376 Jenner Drive 1183 Solstice A venue 

1230 Brightday Dnve 3762 Beam Avenue 

3733 Bea1n Avenue 3734 Morning Glory A venue 

www.rpaappraisal.com rpa Real Property Analysts 

http://www.rpaappraisat.com


SINGLE FAMILY RESIDENICE RE-SALES 

3530 Paseo Verde Drive 1143 Mazatlan Place 

3569 Sepulveda Avenue 133 7 E.splanadc Drive 

1229 Catalina Drive 1430 Santa Nella Court 

www.rpaappraisal.com rpa Real Prnperty Analysts 

http://www.rpaappraisal


SINGLE FAMILY RESIDENCE RE-SALES 

1238 Brightday Drive 3 724 Beam Avenue 

1244 Catalina Drive 1277 Esplanade Drive 

3318 Canterbury Court 1164 Pinnacle Drive 

www.rpaappraisal.com rpa Real Property Analysts 

http://www.rpaappraisal.com


Visit Us on our Website: www.fntic.com 

Fidelity National Title Company 
OF CALIFORNIA 

2720 Transworld Drive, Suite 100 • Stockton, CA 95206 
209 932-5800 • FAX 209 932-5832 

PRELIMINARY REPORT 

Title Officer: Diane Robinson 
Amended 

Title No_: 05-706003-C-DR 
Locate No.: CAFNT0924-0924-005l·0000706003 

Escrow No.: Moraga 

TO: Lakemont Homes 
9370 Studio Court, Suite 160 
Elk Grove, CA 95758 

ATTN: Brian Kessler 
YOUR REFERENCE: Moraga 

PROPERTY ADDRESS: Morago Phase 1 - City of Merced, Merced, California 

EFFECTIVE DATE: August 14, 2006, 07:30 A.M. 

The form of Policy or Policies of title insurance contemplated by this report is: 

ALTA Loan Policy (10/17/92) with ALTA Endorsement-Form 1 Coverage 

SHORT TERM RATE: 

1. THE ESTATE OR INTEREST IN THE LAND HEREINAFTER DESCRIBED OR REFERRED TO COVERED BY 
THIS REPORT IS: 

A Fee 

2. illLE TO SAID ESTATE OR INTEREST AT THE DATE HEREOF IS VESTED IN: 

Lakemont LWH, LLC, a Delaware limited liability company 

3. THE LAND REFERRED TO IN THIS REPORT IS DESCRIBED AS FOLLOWS: 

SEE EXHIBIT "A" ATTACHED HERETO AND MADE A PART HEREOF 

\ 09/ 14/2005 

1 
CLTA Prehminary RE'::iott Form (11/H/04) 
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Title No. 05-706003-C-DR 
Locate No. CAFNT0924-0924-0051-0000706003 

LEGAL DESCRIPTION 

EXHIBIT "A" 

THE LAND REFERRED TO HEREIN BELOW IS SITUATED IN THE COUNTY OF MERCED, STATE OF 
CALIFORNIA, AND IS DESCRIBED AS FOLLOWS: 

Lots 1 through 287, as shown on that certain Map entitled "MORAGA OF MERCED - UNIT NO. l" filed in the 
office of the recorder of the County of Merced, State of California, on March 27, 2006 in Book 72 of Maps at 
page(s) 45 thru 56, and Certificate of Correction recorded March 28, 2006 as Instrument No. 2006-022262, 
Merced County Records. 

SUBJECT TO THE PROVISIONS AND INTERESTS IN AND TO THE COMMON AREA AND COMMON FACILffiES, 
TOGETHER WITH MEMBERSHIP INTEREST AND OBLIGATIONS TO THE MORAGA OF MERCED COMMUNITY 
ASSOCIATION, A CALIFORNIA NON-PROFIT MUTUAL BENEFIT CORPORATION, ITS SUCCESSORS AND 
ASSIGNS, AND OTHER MATIERS CONTAINED IN THE DECLARATION OF COVENANTS, CONDITIONS AND 
RESTRICTIONS FOR MORAGA OF MERCED RECORDED ON AS INSTRUMENT 
NO. MERCED COUNTY RECORDS, INCORPORATED HEREIN BY THIS REFERENCE. 

2 
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Title No. 05-706003-C·DR 
Locate No. CAFNT0924-0924-0051-0000706003 

AT THE DATE HEREOF, ITEMS TO BE CONSIDERED AND EXCEPTIONS TO CO'IIERAGE IN 
ADDITION TO THE PRINTED EXCEPTIONS AND EXCLUSIONS IN SAID POLICY FORM! WOULD BE 
AS FOLLOWS: 

1. Property taxes, which are a lien not yet due and payable, including any assessments collected with 
taxes to be levied for the fiscal year 2006-2007. 

2. Supplemental assessment for 2005-2006 

Bill No.: 
1st Installment: 
Must be paid by: 
2nd Installment: 
Must be paid by: 

990-111-683 
$45,861.76 paid 
February 16, 2006 
$45,861.76 paid 
July 3, 2006 

3. The lien of supplemental taxes, if any, assessed pursuant to the provisions of Chapter 3.5 
(Commencing with Section 75) of the Revenue and Taxation code of the State of California. 

4. The herein described property lies within the boundaries of a Mello-Roos Commu,1ity Facilit•es 
District ("CFD"), as follows: 

CFD No.: 
For: 

Disclosed By: 
Recorded: 

2006-01 East Merced County Public Facilities Financing Authority 
Merced Union High School District Facilities; Merced City School District 
Facilities; Incidental Expenses Directly Related to Capital Facilities, etc. 
Notice of Special Tax Lien 
June 19, 2006, Instrument No. 2006-043296, of Official Reco,·ds 

This property, along with all other parcels in the CFD, is liable for an annual special tax. This special 
tax is included with and payable with the general property taxes of the City of Merced, County of 
Merced. The tax may not be prepaid. 

Further information may be obtained by contacting: 

Michael Belluomini, Director of Facilities Planning 
for the Merced Union High School District 
P.O. Box 2147 
3430 A Street, Castle Airport 
Atwater, CA 95301 
Phone: 209-385-6558 

5. In addition to the annual assessments collected in the above Notice of Special Tax Lien (2006-
43296), a ONE-TIME SPECIAL TAX shall be collected from the owner of each lot at the time of 
issuance of a building permit or on the date of transfer to a homeowner for the current school fee per 
unit. 

ESCROW: THIS FEE IS SUBJECT TO A DEMAND AND MUST BE PAID AT THE TIME OF CLOSING. 

3 
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ITEMS: ( continued) Title No. 05-706003-C-DR 
Locate No. CAFNT0924-0924-0051-0000706003 

6. The herein described property lies within the boundaries of a Mello-Roos Community Facilities 
District ("CFD"), as follows: 

CFO No.: 
For: 

Disclosed By: 
Recorded: 

2006-01 (MORAGA OF MERCED) 
street and road facilities, including street I ights and traffic signals, storm 
drainage facilities, water system facilities, including capacity in existing 
facilities, and sewer system facilities, including capacity in exisiting facilities, 
public facilities included in the city's development impact fee, connection or 
capacity fee programs and dry utilities. 
Notice of Special Tax Lien 
July 14, 2006, Instrument No. 2006-049560, of Official Records 

This property, along with all other parcels in the CFO, is liable for an annual special tax. This special 
tax is included with and payable with the general property taxes of the City of Merced, County of 
Merced. The tax may not be prepaid. 

Further information may be obtained by contacting: 

City Manager 
City of Merced 
678 West 18th Street 
Merced, CA 95340 
Phone: 209-385-6834 

7. Water charges, assessments and any other obligations of Merced Irrigation District. According to 
the records of Merced County Recorder's office there are no recorded "Certificates of Lien for Charges 
for Water and/or Other Services". 

8. Any right, privilege or easement granted by Crocker Huffman Land and Water Company, a 
Corporation, to Merced Irrigation District by deed recorded February 1, 1922 in Book 12 of Official 
Records, page 1 and as reserved on Map of Bradley's Addition No. 3 filed in Vol. 4 of Official Plats at 
page 43. 

9. Matters contained in that certain document entitled "Waiver Agreement Affecting Real Property" 
dated January 21, 2003, executed by and between The City of Merced, California, and LWH Farms, 
LLC recorded February 3, 2003, Instrument No. 2003-006645, of Official Records. 

Reference is hereby made to said document for full particulars. 

10. Matters contained in that certain document entitled "Developer Agreement" dated , executed by and 
between City of Merced, a California Charter Law and municipal corporation and LWH Farms, LLC, a 
Limited Liability Company recorded February 13, 2003, Instrument No. 2003-008770, of Official 
Records. 

Reference is hereby made to said document for full particulars. 

4 
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ITEMS: (continued) Title No. 05-,'06003-C-DR 
Locate No. CAFNT0924-0924-0051.-0000706003 

11. Matters contained in that certain document entitled "First Amendment to Developer Agreement" 
dated July 7, 2003, executed by and between City of Merced, a California Charter Law and municipal 
corporation and LWH Farms, LLC, a Limited Liability Company recorded August 11, 200::, Instrument 
No. 2003-049997, of Official Records. 

Reference is hereby made to said document for full particulars. 

12. A covenant and agreement entitled "Developer Agreement" 

Executed by: 

In favor of: 
Recorded: 

City of Merced, a California Charter Law Municipal Corporation and LWH, 
LLC, a Delaware Limited Liability Company 
City of Merced 
September 28, 2004, Instrument No. 2004-063979, of Official! Records 

Reference is hereby made to said document for full particulars. 

13. A deed of trust to secure an indebtedness in the amount shown below, and any other obligations 
secured thereby 

Amount: 
Dated: 
Trustor: 
Trustee: 
Beneficiary: 
Address: 

Loan No.: 
Recorded: 

$43,000,000.00 
July 7, 2005 
Lakemont LWH, LLC, a Delaware limited liability company 
Fidelity National Title Company 
Ohio Savings Bank, a Federal Savings Bank 
200 Ohio Savings Plaza, 1801 East Ninth Street 
Cleveland, OH 44114 

July 18, 2005, Instrument No. 2005-054307, of Official Records 

14. An assignment of all the moneys due, or to become due, as rental, as additional security for the 
obligations secured by deed of trust shown as item no. 4, Schedule A. 

Assigned to: 
by Assignment 
Recorded: 

Ohio Savings Bank , a Federal Savings Bank 

July 18, 2005, Instrument No. 2005-054308, of Official Records 

15. An assignment of certain of the lessor's interests under leases referred to therein, which 
assignment recites, among other things, that it is given as additional security for the deed of trust 
shown as item No. 4, of Schedule A. 

Recorded: July 18, 2005, Instrument No. 2005-054308, of Official Records 

s 
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ITEMS: (continued) Ti~e No. 05-706003-C-DR 
Locate No. CAFNT0924-0924-0051-0000706003 

16. A deed of trust to secure an indebtedness in the amount shown below, and any other obligations 
secured thereby 

Amount: 
Dated: 
Trustor: 
Trustee: 
Beneficiary: 
Address: 

Loan No.: 
Recorded: 

$3,596,450.00 
July 7, 2005 
Lakemont LWH, LLC, a Delaware limited liability company 
Fidelity National lltle Company of California, a California corporation 
LWH Farms, LLC, a California Limited Liability Company 
c/o Sharon Hunt Dicker 3758 Lake Road 
Merced, CA 95340 

July 18, 2005, Instrument No. 2005-054309, of Official Records 

By the provisions of an agreement 

Dated: July 7, 2005 
Executed by: Lakemont LWH, LLC, a Delaware limited liability company 
Recorded: July 18, 2005, Instrument No. 2005-054310, of Official Records 

Said instrument was made subordinate to the lien of the document or interest shown as item No. 11. 

17. Matters contained in that certain document entitled "Joint Memorandum of Agreement and Lien to 
Secure Payment of Impact and reconciliation Fees" dated May 20, 2005, executed by and between 
Lakemont LWH, LLL, a Delaware Limited Liability Company and LWH Farms, LLC, a California Limited 
Liability Company Uointly as developer) and the Merced City School District (the recorded August 29, 
2005, Instrument No. 2005-067430, of Official Records, which document, among other things, 
contains or provides for: SCHOOL IMPACT MffiGA110N AGREEMENT between the Merced City School 
District and Lakemont LWH, LLC regarding new residential lots, and SCHOOL IMPACT MmGA110N 
AGREEMENT between the Merced Union High School District and Lakemont LWH, LLC regarding new 
residential lots. 

Reference is hereby made to said document for full particulars. 

18. A claim of lien for IMPACT FEES due upon CLOSE OF ESCROW, for the amount shown and any 
other amounts due, 

Amount 
Claimant 
Recorded 

SUBJECT TO DEMAND PER COMPLETED LOT 
Merced City School District c/o SUPERINTENDENT 
August 29, 2005, Instrument No. 2005-067430, of Official Records 

Merced City School District and 
Merced Union High School District 
C/0 Merced City School District 
SUPERINTENDENT - District Office 
MUHSD 
3430 "A" Street, Atwater, CA 95301 
Re: Lakemont Communities - Morago of Merced 
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ITEMS: (continued) Title No. 05-706003-C·DR 
Locate No. CAFNT0924-0924-0051-0000706003 

ATTN ESCROW OFFICER: You must have a separate demand for each lot as the Impact Fee is 
subject to review based on the number of permits issued and a RECONCILIATION FEE under the 
terms of the agreement. 

19. Matters contained in that certain document entitled "Construction Agreement" dated September 16, 
2005, executed by and between Merced Irrigation District and Lakemont LWH, LLC, a Delaware 
limited liability company recorded September 19, 2005, Instrument No. 2005-073908, of Official 
Records, which document, among other things, contains or provides for: construction c,f a temporary 
bypass channel assembly (bypass assembly) for the conveyance of irrigation water around the 
perimeter of the development to facilitate the continued irrigation of MID lands adJacent to and 
immediately downstream of the development while work on the development can continue 
uninterrupted. 

Reference is hereby made to said document for full particulars. 

20. Easement(s) for the purpose(s) shown below and rights incidental thereto as granted in a 
document. 

Granted to: 
Purpose: 
Recorded: 
Affects: 

Merced Irrigation District, an irrigation district 
irrigation easement 
December 8, 2005, Instrument No. 2005-098010, of Official Records 
Reference is made to the document for full particulars. 

21. Easement(s) for the purpose(s) shown below and rights incidental thereto as reserved in a 
document; 

Reserved by: 
Purpose: 
Recorded: 
Affects: 

Merced Irrigation District , an irrigation district 
irrigation 
December 14, 2005, Instrument No. 2005-099402, of Official Records 
Reference is made to the document for full particulars. 

22. Easement(s) for the purpose(s) shown below and rights incidental thereto as delineated or as 
offered for dedication, on the map of said tract. 

Purpose: public utility easement - 7 feet in width 
Affects: as shown on the subdivision map filed in Vol. 72 at pages 45-46 

23. Easement(s) for the purpose(s) shown below and rights incidental thereto as delineated or as 
offered for dedication, on the map of said tract. 

Purpose: public utility easement - 12.5 feet in width 
Affects: as shown on the subdivision map filed in Vol. 72 at pages 45-46 

7 
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ITEMS: (continued) Title No. 05-706003-C-DR 
Locate No. CAFNT0924-0924-0051-0000706003 

24. Easement(s) for the purpose(s) shown below and rights incidental thereto as delineated or as 
offered for dedication, on the map of said tract. 

Purpose: public utility easement - 20.5 feet in width 
Affects: as shown on the subdivision map filed in Vol. 72 at pages 45-46 

25. Easement(s) for the purpose(s) shown below and rights incidental thereto as delineated or as 
offered for dedication, on the map of said tract. 

Purpose: sidewalk easement - 13 feet in width 
Affects: as shown on the subdivision map filed in Vol. 72 at pages 45-46 

26. Easement(s) for the purpose(s) shown below and rights incidental thereto as delineated or as 
offered for dedication, on the map of said tract. 

Purpose: sidewalk easement - 5 feet in width 
Affects: as shown on the subdivision map filed in Vol. 72 at pages 45-46 

27, Easement(s) for the purpose(s) shown below and rights incidental thereto as delineated or as 
offered for dedication, on the map of said tract. 

Purpose: landscape easement - 13 feet in width 
Affects: as shown on the subdivision map filed in Vol. 72 at pages 45-46 

28. The following as disclosed on the Official Plat referenced on the legal description attached herewith: 
RIGHT TO FARM STATEMENT The property described on the final map is in the vicinity of land 

utilized for agricultural and residents of this property may be subject to inconvenience or discomfort 
arising from the use of agricultural chemicals, including, but not limited to, pesticides and fertilizers, 
and from the pursuit of agricultural operations, but not limited to, plowing, spraying and burning 
which occasionally may generate dust, smoke, noise and odor. The County of Merced has 
established agriculture as a priority use in agricultural zones which are outside of an established 
Specific Urban Development Plan (SUDP) boundary, Rural Residential Center (RRC) boundary, 
Highway Interchange Center (HIC) boundary, or Agricultural Service Center (ASC) boundary, and 
residents of property in the vicinity of such agricultural zones should be prepared to accept 
inconvenience or discomfort from normal, necessary agricultural operations. 

29. The matters set forth in the document shown below which, among other things, contains or 
provides for: certain easements; liens and the subordination thereof; provisions relating to partition; 
restrictions on severability of component parts; and covenants, conditions and restrictions, but 
omitting any covenants or restrictions, if any, including, but not limited to those based upon race, 
color, religion, sex, sexual orientation, familial status, marital status, disability, handicap, national 
origin, ancestry, or source of income, as set forth in applicable state or federal laws, except to the 
extent that said covenant or restriction is permitted by applicable law. 

Entitled: 
Recorded: 

Declaration of Covenants, Conditions and Restrictions for Moraga of Merced 
Instrument No. PROFORMA, of Official Records 
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ITEMS: (continued) Title No. 05-:706003-C-DR 
Locate No. CAFNT0924-0924-005 l-0000706003 

Liens and charges for upkeep and maintenance as set forth in the above mentioned declaration, 
payable to MORAGA OF MERCED COMMUNITY ASSOCIATION, A CALIFORNIA NONPROFIT MUTUAL 
BENEFIT CORPORATION. 

Said instrument also provides for the levy of assessments, the lien of which are stated to be 
subordinate to the lien of a first mortgage or first deed of trust made in good faith and for value. 

30. Notice that no transfer of title shall be made until requirements for transfer of membership in the 
MORAGA OF MERCED COMMUNITY ASSOCIATION, A CALIFORNIA NONPROFIT MUTUAL BENEFIT 
CORPORATION Owners' Association have been complied with and any unpaid assessments and 
transfer fees have been paid. 

Owners Association: 

Recorded: 

MORAGA OF MERCED COMMUNITY ASSOCIATION, A CALIFORNIA 
NONPROFIT MUTUAL BENEFIT CORPORATION 
Instrument No. PROFORMA, of Official Records 

31. No known matters otherwise appropriate to be shown have been deleted from this report, which is 
not a policy of title insurance but a report to facilitate the issuance of a policy of title insurance. 

Note 1. 

Note 2. 

For the purpose of policy issuance, items, if any, which may be eliminated on the basis of an 
indemnity agreement or other agreement satisfactory to the Company are as follows: see item A. 

A. Any facts, rights, interests, or claims which may exist or arise by reason of the following 
facts, and any other facts, disclosed by survey, Job No. 03031, dated July 13, 2005, prepared 
by Mid-Valley Engineering, 1117 L Street, Modesto, Ca 95354: 

A. 24 inch Standpipe located near the West boundary 

B. Utility Note: The location of undeground utilities depicted on this map were created 
using observable evidence in the filed and/or record information as supplied to Mid-Valley 
Engineering, Inc., actual locations may vary. Prior to construction of new facilities or 
excavation for acutual utility locations, contractor shall call Underground Service Alert at 1-
800-227-2600, two working days before beginning any work. 

END OF ITEMS 

Please contact Escrow Office for Wire Instructions. 

Section 12413.1, California Insurance Code became effective January 1, 1990. This legislation 
deals with the disbursement of funds deposited with any title entity acting in 2,n escrow or 
subescrow capacity. The law requires that all funds be deposited and collected by the title 
entity's escrow and/or subescrow account prior to disbursement of any funds. Some methods of 
funding may subject funds to a holding period which must expire before any funds may be 
disbursed. In order to avoid any such delays, all funding should be done through wire transfer, 
certified check or checks drawn on California financial institutions. 
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NOTES: (continued) Title No. 05-706003-C-DR 
Locate No. CAFNT0924-0924-0051-0000706003 

Note 3. 

Note 4. 

The charge where an order is canceled a~er the issuance of the report of title, will be that 
amount which in the opinion of the Company is proper compensation for the services rendered 
or the purpose for which the report is used, but in no event shall said charge be less than the 
minimum amount required under Section 12404.1 of the Insurance Code of the State of 
California. If the report cannot be canceled "no fee" pursuant to the provisions of said Insurance 
Code, then the minimum cancellation fee shall be that permitted by law. 

california Revenue and Taxation Code Section 18662, effective January l, 1994 and by 
amendment effective January 1, 2003, provides that the buyer in all sales of California Real 
Estate may be required to withhold 3 and 1/3% of the total sales price as California State 
Income Tax, subject to the various provisions of the law as therein contained. 
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Visit Us an our Website: www.fnfic.com 

Fidelity National Title Company 
OF CALIFORNIA 

2720 Transworld Drive, Suite 100 • Stockton, CA 95206 
209 932-5800 • FAX 209 932-5832 

PRELIMINARY REPORT 
Amended 

Title Officer: Diane Robinson Title No.: 05-:706004-D-DR 
locate No.: CAFNT0924-0924-0051-0000706004 

Escrow No.: Moraga - Phase 2 

TO: Lakemont Homes 
9370 Studio Court, Suite 160 
Elk Grove, CA 95758 

ATTN: Brian Kessler 
YOUR REFERENCE: Moraga - Phase 2 

PROPERTY ADDRESS: Remainder parcel, Merced, California 

EFFECTIVE DATE: August 14, 2006, 07:30 A.M. 

The form of Policy or Policies of title insurance contemplated by this report is: 

CL TA Standard Coverage Policy - 1990 

SHORT TERM RATE: 

1. THE ESTATE OR INTEREST IN THE LAND HEREINAFTER DESCRIBED OR REFERRED TO COVERED BY 
THIS REPORT IS: 

A Fee 

2. illlE TO SAID ESTATE OR INTEREST AT THE DATE HEREOF IS VESTED IN: 

Lakemont LWH, LLC, a Delaware Limited Liability Company 

3. THE LAND REFERRED TO IN THIS REPORT IS DESCRIBED AS FOLLOWS: 

SEE EXHIBIT"A" ATTACHED HERETO AND MADE A PART HEREOF 

09/15/2005 

http://www.fntic.com


Title Na. 05·706004-D-DR 
Locate No. CAFNT0924·0924·0051·0000706004 

LEGAL DESCRIPTION 

EXHIBIT "A" 

THE LAND REFERRED TO HEREIN BELOW IS SITUATED IN THE COUNTY OF MERCED, STATE OF 
CALIFORNIA AND IS DESCRIBED AS FOLLOWS: 

See attached Engineers Description: 

EXCEPTING THEREFROM an undivided one-half interest In and to all oil, gas and other hydrocarbons lying 
below a depth of 500 feet, as excepted in Deed recorded August 4, 1961 In Volume 1539, page 594, Merced 
County Records. 

Future Assessor's Parcel Number: 008·010·062 

AND 

Adjusted Lot 155 as shown on the Record of Survey for Hunt Farms, flied in Volume 25 of Surveys, pages 23, 
24 and 25, m the office of the County Recorder of said County and being Lot 155, "MAP OF BRADLEY'S 
ADDffiON NO. 3 TO MERCED, CALIFORNIA,' as per plat recorded In Book 4, page 43, records of said County. 

EXCEPTING THEREFROM a strip of land 24 feet wide, situate along the North boundary of Lot 155 as 
conveyed to Lakemont LWH, a Delaware Limited Liability Company by Grant Deed recorded December 14, 
2005 as Instrument No. 2005-099402, Merced County Records. 

EXCEPTING THEREFROM an undivided one-half interest in and to all oil, gas and other hydrocarbons lying 
below a depth of 500 feet, as excepted in Deed recorded August 4, 1961 in Volume 1539, page 594, Merced 
County Records. 

Assessor's Parcel Number: 008-010-055 
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EXHIBIT A 

ADJUSTED PARCEL B 

All that certain real property, being a portion of "Adjusted Parcel 2", as per Boundary 
Adjustment #05-06, filed on July 7, 2005 as Document No. 2005·051840, Merced 
County Records, and tying in the northeast quarter of Section 16, Township 7 South, 
Range 14 East, Mount Diablo Meridian. City and County of Merced, State of California, 
more particularly described as follows: 

BEGINNING at the southeast comer of said "Adjusted Parcel 2"; thence along the East 
line of last said "Adjusted Parcel 2", North 00°51'0g" East. a distance of 1927.61 feet to 
a point on the South line of the 24' wide M.I.D. Canal Reserve, as shown on said "Map 
of Bradley's Addition No. 3 to Merced, California", last said point being also a point on 
the South llne of Lot"!", as shown on that certain map titled "Moraga of Merced", filed 
for record in Volume ....11. of Official Plats, at Page 1!.L, Merced County Records; thence 
along last said South line, South 89°54'08" West, a distance of 665.11 feet; thence 
leaving last said South line and along the East line of said Lot "I", South 00°51'18" West. 
a distance of 822.32 feet to a point on the northeasterly boundary of Lot 137 of said 
"Moraga of Merced''; thence along last said northeasterly line, North 51 °50'21" West, a 
distance of 30.17 feet: thence leaving last said northeasterly line, along the westerl!y line 
of said Lot "I", North 00°51'18" East, a distance of 803.63 feet to a point on said South 
line of said 24' wide M.I.D. Canal Reserve and said South line of said Lot "I"; thence 
along last said South line, South· 89°54'08" West, a distance of 190.94 feet; thence 
leaving last said South line, South 44°57'05" West, a distance of 8.42 feet; thence South 
00°05'52" East, a distance of 102.57 feet to the beginning of a non-tangent curve 
concave to the northeast having a radius of 32.00 feet. to. which beginning a radial line 
bears l::lputh 21°55'32" West; thence easterly 12.25 feet along said curve through a 
central angle of21°55'32"; thence North 90°00'00" East, a distance of 10.01 feet; 
thence South 00°22'22'' East, a distance of 20.00 feet; thence North 90°00'00" West, a 
distance of 9.99 feet to the beginning of a curve concave to the southeast having E1 
radius of 32.00 feet; thence westerly 12.35 feet along said curve through a central angle 
of 22°07'15" to the endpoint of last said curve. to which endpoint a radial line beam 
North 22°07'15" West; thence along a non-tangent line, South 00°05'52" East, a 
distance of 222.29 feet to the beginning of a non-tangent curve concave to the 
northeast having a radius of 32.00 feet. to which beginning a radial line bears South 
21 °55'32" West; thence easterly 10.66 feet along said curve through a central angle of 
19°05'42" to the beginning of a reverse curve concave to the southwest having a radius 
of 752.00 feet, to which beginning a radial line bears North 02°49'50" East; thence 
easterly 10.00 feet through a central angle of 00°45'43" to the endpoint of last said 
curve, to which endpoint a radial line bears North 03°35'33" East: thence along a non-
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EXHIBIT A {CONTINUED! 

tangent line South 03°35'33" West, a distance of 1.50 feet; thence South 12°03•59• 
East. a distance of 17 .67 feet; thence South 03°57'54" West, a distance of 1.50 feet to 
the beginning of a non-tangent curve concave to the southwest having a radius of 
732.00 feet, to which beginning a radial line bears North 03°57'54" East; thence 
westerly 10.00 feet along said curve through a central angle of 00°46'57" to the 
beginning of a compound curve concave to the southeast having a radius of 32.00 feet, 
to which beginning a radial line bears North 03°10'57" East; thence southwesterly 14.13 
feet along said curve through a central angle of 25°18'12" to the endpoint of last said 
curve, to which endpoint a radial line bears North 22°07'15" West, thence along a non
tangent line South 00°05'52" East, a distance of 221.68 feet to the beginning of a non
tangent curve concave to the northeast having a radius of 32.00 feet, to which 
beginning a radial line bears South 21°55'32" West; thence easterly 9.92 feet along said 
curve through a central angle of 17°45'14" to the beginning of a reverse curve concave 
to the southwest having a radius of 506.00 feet, to which beginning a radial line bears 
North 04°10'18" East: thence easterly 10.00 feet through a central angle of 01°07'56" to 
the endpoint of last said curve, to which endpoint a radial llne bears North 05°18'14" 
East; thence along a non-tangent line South 05°18'14"West, a distance of 1.50 feet; 
thence South 17°23'49" East, a distance of 18.48 feet; thence South 06°08'33" West, a 
distance of 1.50 feet to the beginning of a non-tangent curve concave to the southwest 
having a radius of 486.00 feet. to which beginning a radial line bears North 06°08'33" 
East; thence westerly 10.00 feet along said curve through a central angle of 01°10'44" 
to the beginning of a compound curve concave to the southeast having a radius of 
32.00 feet, to which beginning a radial line bears North 04°57'49" East; thence 
southwesterly 15.13 feet along said curve through a central angle of 27°05'04" to the 
endpoint of last said curve, to which endpoint a radial line bears North 22°07'15" West; 
thence along a non-tangent line South 00°05'52" East, a distance of 110.00 feet; thence 
South 78°13'59" East, a distance of 98.04 feet: thence South 64°24'00" East, a 
distance of 81.61 feet; thence South 51°50'21" East, a distance of 81.61 feet; thence 
South 39°16'42" East, a distance of 81.61 feet; thence South 26°43'02" East, a distance 
of 81.61 feet; thence South 14°09'23" East, a distance of 78. 73 feet; thence South 
03°24'47" East, a distance of 70.97 feet; thence South 00°00'00" East, a distance of 
666.64 feet: thence South 90°00'00" East, a distance of 26.83 feet; thence South 
00°00'00" West, a distance of 133.81 feet to a point on the South line of said "Adjusted 
Parcel 2"; thence along last said South line, North 89°57'20" East, a distance of 483.67 
feet to the Point of Beginning. 

SUBJECT TO all easements and/or rights of way of record. 

Containing 29.21 Acres more or less. 

&fu~ 
Rien Groenewoud, P.l.S. 6946 
License expiration date: 09-30-2007 
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Title No. 05-7Cl6004·D·DR 
Locate No. CAFNT0924·0924-0051·0000706004 

AT THE DATE HEREOF, ITEMS TO BE CONSIDERED AND EXCEPTIONS TO COVl:RAGE IN 
ADDmON TO THE PRINTED EXCEPTIONS AND EXCLUSIONS IN SAID POUCY FORM WOULD BE 
AS FOLLOWS: 

1. Property taxes, which are a lien not yet due and payable, Including any assessments collected with 
taxes to be levied for the fiscal year 2006·2007. 

2. The lien of supplemental taxes, If any, assessed pursuant to the prov1s1ons of Chapter 3.5 
(Commencing with Section 75) of the Revenue and Taxation code of the State of California. 

3. The herein described property lies within the boundaries of a Mello-Roos Commun,itv Facilities 
District ("CFO"), as follows: 

CFO No.: 
For: 

Disclosed By: 
Recorded: 

2006-01 East Merced County Public Faclllties Financing Authoriity 
Merced Union High School District Faclllties; Merced City School Distntt 
Facilities; Incidental Expenses Directly Related to Capital Facilities, Etc. 
Notice of Special Tax Lien 
June 19. 2006, Instrument No. 2006·043296, of Official Records 

This property, along with all other parcels ,n the CFO, Is liable for an annual special tax. This special 
tax is included with and payable with the general property taxes of the City of Merced. County of 
Merced. The tax may not be prepaid. 

Further information may be obtained by contacting: 

Michael Belluomini, Director of Facilities Planning 
for the Merced Union High School District 
P.O. Box 2147 
3430 A Street, castle Airport 
Atwater, CA 95301 
Phone: 209-385-6558 

4. In addition to the annual assessments collected in the above Notice of Special Tax Lien (2006-
43296), a ONE-TIME SPEOAL TAX shall be collected from the owner of each lot at the time of 
issuance of a building permit or on the date of transfer to a homeowner for the current shcool fee per 
unit. 

ESCROW: THE FEE IS SUBJECT TO A DEMAND AND MUST BE PAID AT THE TIME OF CLOSING. 
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ITEMS: (continued) Title No. 05-706004-D-DR 
Locate No. CAFNT0924-0924-0051-0000706004 

5. The herein described property lies within the boundaries of a Mello-Roos Community Facilities 
District ("CFD"), as follows: 

CFD No.: 
For: 

Disclosed By: 
Recorded: · 

2006·01 (MORAGA OF MERCED) 
street and road facilities, including street lights and traffic signals, storm 
drainage facilities, water system facilities, including capacity in existing 
facilities, and sewer system facilities, including ca pa city in existing facilities, 
public facilities included in the city's development impact fee, connection or 
capacity fee programs and dry utilities 
Notice of Special Tax lien 
July 14, 2.006, Instrument No. 2006-049560, of Official Records 

Thts property, along with all other parcels In the CFD, is liable for an annual special tax. This special 
tax is included with and payable with the general property taxes of the City of Merced. County of 
Merced. The tax may not be prepaid. 

Further information may be obtained by contacting: 

City Manager 
City of Merced 
678 West 18th Street 
Merced, CA 95340 
Phone: 209-385-6834 

6. Water charges, assessments and any other obligations of Merced Irrigation Distlict. According to 
the records of Merced County Recorder's office there are no recorded "Certificates of l.Jen for Charges 
for Water and/or Other Services". 

7. Easement(s) for the purpose(s) shown below and rights incidental thereto as delineated or as 
offered for dedication, on the map of said tract. 

Purpose: 
Affects: 

public road 
all that portion of the herein described property lying within Yosemite 
Avenue 

8. Any right, privilege or easement granted by Crocker Huffman Land and Water Company, a 
Corporation, to Merced Irrigation District by deed recorded February 1, 1922 in Book 12 of Official 
Records, page 1 and as reserved on Map of Bradley's Addition No. 3 filed in Vol. 4 of Official Plats at 
page 43. 

9. Right of way for power lines now vested in Pacific Gas and Electric Company, as successor in interest, 
as provided In deed recorded December 4, 1925 in Book 128 of Official Records. page 344. 

(A 70 foot strip of land running through Lots 154 and 155) 
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ITEMS: (continued) Title No. OS· 706004·0-DR 
Locate No. CAFNT0924·0924·00Sl·0000706004 

10. Easement(s) for the purpose(s) shown below and rights incidental thereto as granted in a 
document. 

Granted to: 
Purpose: 

Recorded: 

Pacific Gas and Electric Company 
right of way and easement to erect, construct, reconstruct, replace, 
remove, maintain and use one ( 1) line of towers with such wires and cables 
as Pacific shall from time to time suspend therefrom for the transmission of 
electric energy and all necessary and proper foundations, footings 
crossarms and other appliances, and fixtures for use in conn,ection with said 
towers, wires and cables, 1n, on and along the strip of land situate in the 
County of Merced, State of callfomia 
June 4, 1959, Instrument No. 10107, Book 1423, Page S07, of Official 
Records 

11. Matters contained in that certain document entitled "Waiver Agreement Affecting Real Property" 
dated January 21, 2003, executed by and between The City of Merced, California, and LWH Farms, 
LLC recorded February 3, 2003, Instrument No. 2003·006645, of Offiaal Records. 

Reference is hereby made to said document for full particulars. 

12. Matters contained m that certain document entitled "Developer Agreement" dated , executed by and 
between City of Merced, a California Charter Law and municipal corporation and LWH Farms, Ll.C, a 
Limited Liability Company recorded February 13, 2003, Instrument No. 2003-008770, of O~ic1al 
Records. 

Reference 1s hereby made to said document for full particulars. 

13. Matters contained in that certain document entitled "First Amendment to Developer Agreement" 
dated July 7, 2003, executed by and between City of Merced, a califorma Charter Law and municipal 
corporation and LWH Farms, LLC, a Limited Liability Company recorded August 11, 2003, Instrument 
No. 2003·049997, of Official Records. 

Reference 1s hereby made to said document for full particulars. 

14. A covenant and agreement entitled "Developer Agreement" 

Executed by: 

In favor of: 
Recorded: 

City of Merced, a California Charter Law Municipal Corporation and LWH, 
LLC, a Delaware Limited Liability Company 
City of Merced 
September 28, 2004, Instrument No. 2004--063979, of Official Records 

Reference 1s hereby made to said document for full particulars. 
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ITEMS: ( continued) lltle No. 05-706004-D-DR 
Locate No. CAFNT0924-0924·0051·0000706004 

15. Matters contained in that certain document entitled "Joint Memorandum of Agreement and Lien to 
Secure Payment of Impact and reconciliation fees" dated May 20, 2005, executed by and between 
Lakemont LWH, LLL, a Delware Limited Liability Company and LWH Fanns, LLC, a California Limited 
Liability Company (jointly as developer) and the Merced City School District recorded August 29, 
2.005, Instrument No. 2005-067430, of Official Records, which document, among other things, 
contains or provides for: School Impact Mitigation Agreement between the Merced City School 
District and Lakemont LWH, LLC regarding new residential lots, and School Impact mitigation 
agreement between the Merced Union High School District and Lakemont LWH, LLC regarding new 
residential lots .. 

Reference is hereby made to said document for full particulars. 

16. A claim of lien for IMPACT FEES due upon CLOSE OF ESCROW, for the amount shown and any 
other amounts due, 

SUBJECT TO DEMAN PER COMPLETED LOT 
Merced City School District c/o Superintendent 

Amount 
Claimant 
Recorded August 29, 2005, Instrument No. 2005-067430, of Official Records 

Merced City School District and 
Merced Union High School District 
C/0 Merced Qty School District 
Supenntendent-Distnct Office 
MUHSD 
3430 "A" Street, Atwater, CA 95301 
Re: Lakemont Communities - Morago of Merced 

ATTN. ESCROW OFFICER: You must have a separate demand for each lot as the Impact Fee Is 
subject to review based on the number of permits issued and a RECONCILIATION FEE under the 
tenms of the agreement. 

17. Matters contained in that certain document entitled "Construction Agreement" dated September 16, 
2005, executed by and between Merced Irrigation District, and Lakemont LWH, LLC, a Delaware 
limited liability company, and LWH Farms LLC, a california Limited Liability Company recorded 
September 19, 2005, Instrument No. 2005-073908, of Official Records, which document, among 
other things, contains or provides for: construction of a temporary bypass channel assembly (bypass 
assembly) for the conveyance of 1rngation water around the perimeter of the development to 
facilitate the continued irrigation of MID lands adjacent to and immediately downstream of the 
development while work on the development can continue uninterrupted. 

Reference 1s hereby made to said document for full particulars. 
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ITEMS: ( continued) Title No. 05-706004-D-DR 
Locate No. CAFNT0924-0924-00~;1-0000706004 

18. Easement(s) for the purpose(s) shown below and rights incidental thereto as reserved in a 
document; 

Reserved by: 
Purpose: 
Recorded: 
Affects: 

Merced Irngation District, an 1rngation district 
Irrigation 
December 14, 2005, Instrument No. 2005-099402, of Official Records 
Reference 1s made to the document for full particulars. 

19. A deed of trust to secure an indebtedness m the amount shown below, and any oth,er obligations 
secured thereby 

Amount: 
Dated: 
Trustor: 
Trustee: 
Beneficiary: 
Address: 

Loan No.: 
Recorded: 

$9,000,000.00 
May 12, 2006 
Lakemont LWH, LLC, a Delaware Limited Llability Company 
Comerica Bank 
Comerica Bank 
1331 N. California Blvd., Suite 400 
Walnut Creek. CA 94596-9504 

June 5, 2006, Instrument No. 2006-039875, of Official Records 

20. A deed of trust to secure an indebtedness in ttie amount shown below, and any oth•:r obligations 
secured thereby 

Amount: 
Dated: 
Trustor: 
Trustee: 
Beneficiary: 
Address: 

Loan No.: 
Recorded: 

$8,237,750.00 
May 30, 2006 
Lakernont LWH, LLC, a Delaware Limited Liability Company 
Fidelity National lltle Company of California, a California Corporation 
LWH Farms LLC, a California Limited Liability Company 
3738 Lake Road 
Merced, CA 95340 

June 5, 2006, Instrument No. 2006-039876, of Official Records 

By the prov1s1ons of an agreement 

Dated: 
Executed by: 

Recorded: 

May 12, 2006 
Lakemont LWH, LLC, a Delaware Limited Liability Company (owner) and 
LWH Farms LLC, a California Limited Liability Company (Ben,~frciary) 
June 5, 2006, Instrument No. 2006-039877, of Official Records 

Said Instrument was made subordinate to the lien of the document or interest described 1n the 
instrument 

Recorded: June 5, 2006, Instrument No. 2006-039875, of Official Records 
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ITEMS: (continued) Title No. 05-706004-D-DR 
Locate No_ CAFNT0924-0924-0051-0000706004 

21. Information in possession of the Company indicates that a division of land, as defined in 
Government Code Section 66424, 1s contemplated in the current transaction involving the land 
described in this report. Such contemplated divisiOn of land would appear to fall within the purview 
of the Subdivision Map Act (commencing with Government Code Section 66410), and as a 
prerequisite to the Issuance of any title assurance under this application, at least one of the following 
reqwrements must be accomplished to this Company's satisfaction: 

{a) 

(bl 

(c) 

(d) 

That a Final (Tract) Map has been recorded In compliance with the 
Subdivision Map Act and related ordinance; 

That a Parcel Map has hem recorded in compliance with the Subdivision 
Map Act and related ordinances; 

That a Certificate of Compliance as provided for In the Subdivision Map Act 
has been recorded, or will be recorded through this application. 

Other evidence, satisfacmry to this Company, indicating compliance or 
nonv1olation must be furlll5hed. 

22. No known matters otherwise appropriate to be shown have been deleted from this report, which 1s 
not a policy of title insurance but a report to facililalle the issuance of a policy of title insurance. 

Note 1. 

Note 2. 

Note 3. 

For the purpose of policy issuance, items, if any, which may be eliminated on the basis of an 
indemnity agreement or other agreement satisfacmry to the Company are as follows: NONE. 

END OF ITEMS 

Please contact Escrow Office for Wire Instructions. 

Section 12413.1, California Insurance Code became effective January 1, 1990. This legislation 
deals with the disbursement of funds deposited with any title entity acting m an escrow or 
subescrow capacity. The law requires that all funds be deposited and collected by the title 
entity's escrow and/or subescrow account prior tu disbursement of any funds. Some methods of 
funding may subject funds to a holding perl!MI which must expire before any funds may be 
disbursed. In order to avoid any such delays, all funding should be done through wire transfer, 
certified check or checks drawn on California financial institutions. 

The charge where an order is canceled alter the issuance of the report of title, will be that 
amount which in the opinion of the Company is proper compensation for the services rendered 
or the purpose for which the report is used, but in no event shall said charge be less than the 
minimum amount required under Section 12404.1 of the Insurance Code of the State of 
California. If the report cannot be canceled "no lee" pursuant to the provisions of said Insurance 
Code, then the minimum cancellation fee shall be that permitted by law. 

a 
ClTA Preliminary RePOrt form {11/17/04} 



NOTES: ( continued) Title No. OS· 706004·D-DR 
Locate No. CAFNT0924-0924--0ll51-0000706004 

Note 4. California Revenue and Taxation Code Section 18662, effective January 1, 1994 and by 
amendment effective January 1, 2003, prOl/ides that the buyer in all sales of California Real 
Estate may be required to withhold 3 and 1/3% of the total sales pnce as California State 
Income Tax, subJect to the various provisions of the law as therein contained. 
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QUALIFICATIONS OF LAWRENCE 0. HOPPER, MAI 

LAWRENCE D. HOPPER has been in the real estate and appraisal business in Frt~sno County since 
1977, and is a certified general real estate appraiser and licensed real estate broker in the State of 
California. He is president of the firm of rpa Wakefield & Hopper, Inc., dba Real Property Analysts. 

CERTIFICATION 

PROFESSIONAL 

ORGANIZATIONS 

EDUCATION 

APPRAISAL 

EXPERIENCE 

COURT EXPERIENCE 

PARTIAL LIST 

OF CLIENTS 

www.rpaappraisal.com 

Mr. Hopper is registered with the State of California Office of Real Estate 
Appraisers as a Certified General Real Estate Appraiser, #AG001738. 

Mr. Hopper is a designated member of the Appraisal Institute, an 
organization formed in 1990 by merger of the American Institute ,Jf Real 
Estate Appraisers with the Society of Real Estate Appraisers. 
Designations 

MAI . Member, Appraisal Institute (#7493, November 1986) 
SRPA - Senior Real Property Appraiser (1986) 
RM - Residential Member (#1463, November 1980) 
SRA - Senior Residential Appraiser (1980) 

Activities 
President, Fresno Chapter, Society of Real Estate Appraisers, 1982-83 

· President, Central California Chapter, Appraisal Institute, 1994 
Member, Board of Directors, Northern California Chapter, Appraisal 
Institute, 2005-2007. 

California State University, Fresno 
BA - Bachelor of Arts, Biological Science, 1975 
MA - Master of Arts, Biological Science, 1977 

Fresno City College 
Classes in Real Estate Principles, Practice, Finance, Law & Econom1cs 

The Appraisal Institute 
Course lA - Basic Principles, Methods & Techniques 
Course lB-1,2,i! - Capitalization Theory & Techniques, Parts 1-3 
Course 2-1 - Case Studies in Real Estate Valuation 
Course 2-2 - Valuation Analysis & Report Writing 
Course 4 - Litigation Valuation 
Course 720 - Condemnation Appraising - Advanced Topics & Apps. 
Course 8 - Single Family Residential Appraisal 
Course SPP - Standards of Professional Practice 
Course E3 - Advanced Rural Case Studies 

Commercial, Industrial, Multiple-Family, & Agricultural Properties. Single
Family Residences, Condominiums & Subdivisions 

Mr. Hopper has qualified as an expert witness in the Superior Courts of 
Fresno, Merced, Kern & Tulare Counties and in the Federal Bankruptcy 
Court. He has also testified before the Assessment Appeals Board of Fresno 
County. 

Bank of America; Wells Fargo Bank; Union Bank of California; Takai Bank; 
Bank of Stockdale; Clovis Community Bank; United Security Bank; 
Westamerica Bank; US Forest Service; Nat'! Park Service; FDIC; Cities of 
Fresno, Clovis & Bakersfield; Clovis, Hanford, Atwater & Madera Unified 
School Districts; Community Hospitals of Central California; Texaco: ARCO 
Petroleum; State Farm Insurance Co.; PPG Industries; US Dept. of the 
Navy. Numerous other individuals, firms & public agencies. 

rpa Real Property Analysts 

http://www.rpaappraisal.com
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MORAGA DEVELOPMENT 
CITY OF MERCED 

MARKET ASSESSMENT 

OCTOBER 2006 

PREPARED }'OR: 

CITY OF MERCED 
678 WEST 18 111 STREET 

MERCED, CA 95340 

PREPARED BY: 

THE GREGORY GROUP 
381 SOUTH LEXINGTON DRIVE, SUITE 108 

FOLSOM, CA 95630 



October 31 , 2006 

Mr. Brad Grant 
Finance Department 
City of Merced 
678 West 18'" Street 
Merced, CA 95340 

Subject: 

Dear Brad: 

Market Assessment Services Related to the Moraga Development Located in 
the Citv of Merced, Merced County, California 

Pursuant to our discussion, we have completed our assignment relative to the above subject. The 
primary objective of this assignment was to update the competitive for-sale housing market in 
Merced County in order to provide conclusions for the most appropriate pricing and absorption 
for the proposed project. This report summarizes our conclusions, which include pricing and 
absorption, while the accompanying exhibit package contains supporting material which forms 
the basis for the conclusions. 

The subject development Moraga by Lakemont Homes opened for sales to the public on July 15, 
2006. The development is planned to include a total of 520 homes within three distinct 
neighborhoods surrounding a community park. Specifically, Neighborhood 2 (the Mariposa 
Collection) includes 206 homes situated on lots that are a minimum of 5,085 square feet (in a 45-
foot wide by 113-foot deep configuration), Neighborhood 3 (the Presidio Collection) includes 
173 homes situated on lots that are a minimum of 6,215 square feet ( in a 55-foot wide by 113-
foot deep configuration) and Neighborhood 4 (the Mercedes Collection) includes 141 homes that 
are situated on lots that are a minimum of 7,345 square feet (in a 65-foot wide by 113-foot deep 
configuration). Overall home sizes range from 1,537 to 3,505 square feet and each 
neighborhood offers a specific product line with home sizes ranging from 1,537 to 2,229 square 
feet in Neighborhood 2, from 1,895 to 2,644 in Neighborhood 3 and from 2,419 to 3,505 square 
feet in Neighborhood 4. Since the opening the subject development has released 273 homes, 18 
of which have sold. 

The conclusions contained in this report were obtained from a thorough analysis of primary data 
for Merced County. Specific pricing and absorption was based primarily on an analysis of 
currently selling product within the surveyed market area and secondarily from within the greater 
Central Valley Region. Finally, the conclusions take into consideration factors such as inventory 
in the market place, new-home prices and absorption rates. 



City of Merced 
October 3 J, 2006 
Page 2 

The Gwgory Group 
CA06.07003Merced 

The product and pricing for the subject project (as submitted by the builder) includes the 
following: a price range of$314,900 to $369,900 for Neighborhood 2, a price range of$344,900 
to $409,900 for Neighborhood 3 and a price range from $404,900 to $509,900 for Neighborhood 
4. It is concluded that Neighborhood 2 can absorb 0.50 units per week, Neighborhood 3 can 
absorb 0.50 units per week and Neighborhood 4 can absorb 0.50 units per week over the 
marketing life of the development. Finally, the concluded pricing and absorption will result in 
an 88-month time period for buyers to absorb a II of the production homes within the Moraga 
development. 

The following tables summarize this result: 

Qtr 
Nei hborhood 4/06 

Mariposa - 2 2 
Presidio - 3 2 

!\1crccdcs - 4 7 - ---

Units Sold: 11 

l\eighborhood 
-~ai:Tosa - 2 

Presidio - 3 
f'vtcrcedes - 4 ------'-= 

____ l~Jnits Sold: 

i---
1 

Qtr 
, I /09 

7 
--

Qlr 
2/09 

7 
-

7 7 
7 

----
i 7 

21 21 

! 

Qlr Qtr Qtr 
1/07 2/07 3/07 

7 7 7 
7 7 7 

7 7 7 
2 ! _ ______l_ _ 21 21 

I 
--

[ 
Qtr Qtr Qtr Qtr 
.l/09 4109 : 1/10 2110 

7 7 7 7 
--

7 7 7 7 
---- 7 7 7 ' -- -

21 21 21 21 
--

Qtr 
4107 

7_____, 
7 

7 
21 

Qtr 
3/10 

~--

7 
7 
7 

--

21 

Qtr Qtr Qlr ~ 1108 2/08 3/08 4/08 

7 7 7 7 
7 7 7 7 ' 

--'-----l 
7 7 7 j 7 ! 

21 L 21 I 21 21 

l 
Qtr i Qtr QI 
4110 itn 211 

7 7 7 
---

-1- r I r : Qtr i Qtr 
__I j 31.!.!_l 4111 

7 __ 7 __ , 7 .ill :i ·i 
--t~~m 7 7 ' 7 -- -

21 21 21 
-~ 

C.hbor=-_J3-~:L 3:~ 3:~-3:~ ~:~ 3:~ 3:~ 3:~ I ~:~ 13:~ l 
Mariposa - 2 7 7 7 7 7 1 7 7 1 2 0 

1---Prcsidio - 3 _ 7 ______ 7 ___ 
1 

- - 0 <!-~- O (ll) -, --(()) --t. I_- ((l) -I 
~ ~yn.:cdcs - 4 1 O O o o O O o_ -_-l--"--!-
[ __ un;tsSold:I 14 14 __l_4_ 9 7 7l_7 7 2 0 

N,lh:: The Umts S_ol.Q represents 1h,: total number o! 11111ts ,nld 10 h11y.:1s pl.'r qu;irk'r w1th111 !IK' suhjcl·\ pn1jl'Cts l'h,: MonHL'. _ _!o i\hs~l!J:, 
Produdmn I \9mes represents ;Ill ,:stirnak ol Ilic' nun1her \,( 1no111h, thal I\ rn.iuired 1(, sd! ,11\ ol'the prodtwlion h,,rn.:, 10 huy,•1 s. 

Following this letter are specific conclusions related to the Moraga development including 
summary text and detailed exhibits. If you have any questions or comments please do not 
hesitate to give us a call. 

Sincerely, 

The Gregory Group 
Greg Paquin 
President 

Amber Poe 
Consultant 



EXHIBIT 1 
CONCLUSION TABLE 
MERCED MARKET AREA 

The Gregory Group 
CA06.07003Merced 

Project Name: Moraga 

Total Units: A total of 520 Single-Family Detached Units 

Project Location: South of Yosemite Avenue 
East of McKee Road 
West of Lake Road 
In the City of Merced 

Concluded Base Pricing: 

Number Minimum 

of Lot 

Neighborhood Units Size 

2 206 5,085 45X 113 
Mariposa 

3 173 6,215 55X 113 
Presidio 

4 141 7,345 65x 113 
Mercedes 

Averages/Totals: 520 6,215 

Home Home 

Size Price 

1,537 $314,900 
1,683 $327,900 
2,092 $359,900 
2,229 $369,900 

1,895 $344,900 
2,014 $354,900 
2.389 $389.900 
2,644 $409,900 

2.419 $404,900 
2,544 $418,900 
3.142 $484,900 
3,505 $509,900 

2,341 $390,900 

Price/ 

Sq.Foot 

$204.88 
$194.83 
$172.04 
$165.95 

$182.01 
S176.22 
$163.21 
$155.03 

$167.38 
$164.66 
$154.33 
$145.48 

$170.50 

Note: Prices are net of incentives and as of October. 2006. Homebuyers are offered an incentive totaling $14,000 

(a combination of a $4.000 incentive to be applied toward closing costs when utilizing the preferred lender 
and home upgrades totaling $10,000). 

Abs. 

0.50 

0.50 

0.50 



EXHIBIT 2 The Gregory Group 

MARKET ENTRY CONCLUSION SUMMARY CA06.07003Merced 

MERCED MARKET AREA 

Total• Con. Estimated 
Abs. Units Sold Total Units Loi 

Neighborhood Units Sold Size Rate Per Otr 4/06l1/07 2/07 3/07 4/07l1/08 2108 3/08.4!98]1/09 2/09 3109 4/09(1/10 2/10 3/10 4/10j1/11 2/11 3/11 4/11i1112 2/12 3/12 4/12 

Mariposa 
2 

Presidio 

3 

Mercedes 

4 

Note!i: 

206 6 5.085 0.50 7 2 j 7 7 7 7 ! 7 7 7 7 ! 7 7 7 7 ! 7 7 7 7 ! 7 7 

' 7 i 7 173 8 6.215 050 7 2 l 7 7 7 7 7 7 i 7 7 7 7 : 7 7 7 7 ( 7 7 

141 4 7,345 0.50 7 7 7 7 7 7 7 7 7 7 7 7 7 7 7 7 7 7 7 7 

Total Number of Units Sold/1: 11 21 21 21 21 21 21 21 21 21 21 21 21 21 21 21 21 21 21 

1/13 2/13 3/13 4/13: 1/14 2114 

: 
7 7 7 7 2 0 

0 0 0 0 0 0 

0 0 0 0 0 0 

' 
7 7 7 7 ' 2 0 

I Months to Absorb Production Homes/1: 88 ] 

The Total Number of Uni1s Sold represents the total number of units sold per quarter within the subject proiects. The Months to Absorb Production Homes 

represents an estimate of the number of months that is required to sell all of the production homes to buyers. 

•Note: During the first lour weeks of the Fourth Quarter. 2006. Both the Mariposa Collection (N2) and the Pres1d10 Collection (N3) posted 5 sales each. 

7 7 i 7 7 7 7 

7 7 7 7 7 2 

4 0 0 0 0 0 

18 14 14 14 14 9 



EXHIBIT 3 
CONCLUSIONS SQUARE FOOT SUMMARY 
MERCED MARKET AREA 

The Gregory Group 
CA06.07003Merced 

Nel_g_hborhood 1,400 1,500 1,600 1.700 1,800 1,900 2,000 2,100 2,200 2,300 2,400 2,500 2,600 2,700 2,800 2,900 3,000 3,100 3,200 3,300 3,400 3,500 3,600 

2 

5.805 sf lots 

3 

6.215 sf lots 

4 

7,345 sf lots 



$500.000 

$480,000 

$460,000 

$440,000 

$420.000 

" " ·.:: 
"-
" $400,000 
E 
0 
J: 

$380,000 

$360.000 

5340,000 

5320,000 

1,400 1,600 1,800 

EXHIBIT4 
SUBJECT MARKETING POSITION--NET PRICING 

MERCED MARKET AREA 
OCTOBER, 2006 

2,000 2,200 2,400 2,600 2,800 3.000 

Home Size 

3,200 3,400 

-e-Manposa Collect,or (N2) 
5.085 sf lots 
0 50 salesiwk 

.......... Pres1d10 Co!lect1on (N3) 
5,21 5 st lots 
0.50 salesiwk 

...,._Mercedes Collection (N4j 
7.345 st lots 
050 sales/wk 

3,600 
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SECTION I 
PROJECT ANALYSIS 



Subject Description and Locational Assessment 

The subject development Moraga by Lakemont Homes opened for sales to the public on July 15, 
2006. The development is planned to include a total of 520 homes within three distinct 
neighborhoods surrounding a community park. Specifically, Neighborhood 2 (the Mariposa 
Collection) includes 206 homes situated on lots that are a minimum of 5,085 square feet (in a 45-
foot wide by 113-foot deep configuration), Neighborhood 3 (the Presidio Collection) includes 
173 homes situated on lots that are a minimum of 6,215 square feet (in a 55-foot wide by 113-
foot deep configuration) and Neighborhood 4 (the Mercedes Collection) includes 141 homes that 
are situated on lots that are a minimum of 7,345 square feet (in a 65-foot wide by 113-foot deep 
configuration). Overall home sizes range from 1,537 to 3,505 square feet and each 
neighborhood offers a specific product line with home sizes ranging from 1,537 to 2,229 square 
feet in Neighborhood 2, from 1,895 to 2,644 in Neighborhood 3 and from 2,419 to 3,505 square 
feet in Neighborhood 4. Since the opening the subject development has released 273 homes, 18 
of which have sold. 

Moraga is located in the northeastern section of the City of Merced south of Yosemite Avenue 
and east of McKee Road in an area that is characterized by a mix of existing housing and 
agricultural use land. An existing subdivision with homes that are five-to-ten years old in good 
condition is located west across McKee Road. Farmland and open space are located to the east 
and fifteen- to twenty-year old homes on large lots are located north across Yosemite Avenue. 
Merced College is northwest of the development and the downtown area of the City of Merced is 
southeast. To the northwest is the site of the new race track as well as Castle Air Park and to the 
northeast is Lake Yosemite and the new University of California at Merced campus. 

During the past several years due to migration from the San Francisco Bay Area and Southern 
California, there has been increased growth in retail, services and entertainment centers as well 
as new housing in areas throughout the city. New growth includes a new mall, an increase in the 
number of retail centers being developed within the development areas, and an increase in the 
number of restaurant and services-related businesses. Areas north of Highway 99 have 
traditionally offered a combination of first-time buyer product as well as move-up and move
down product while the areas south of Highway 99 have consisted primarily of affordably-priced 
product aimed at the first-time home buyer. 

With the grand opening of the University of California, Merced in the fall of 2005 the City of 
Merced is poised to embark on an extended period of sustainable growth. Currently, the 
university has approximately 150 faculty members and 600 staff employees. At maximum 
capacity, however, the university is projected to provide 5,538 full-time positions. Additionally, 
it is expected that the maximum number of students at the university will be 25,000 full-time 
students and an undetermined number ofpaii-time students. Forecasts suggest that the university 
will enroll just under I 0,000 students during its first decade, growing to full capacity within the 
next twenty years. It is believed that the presence of the UC Merced faculty, stall; students and 
their families will stimulate growth through an increase in the demand for goods and services 
providing the impetus to growth and expansion of local businesses and a corresponding increase 
in regional employment. Additionally, the presence of the university, a research institution, will 
tend to draw businesses and industry that are currently missing from the employment landscape 
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in Merced County. It is anticipated that the university will serve as a catalyst to diversification 
of the local labor force and the businesses and industry they support. The infusion of students 
and associated businesses in the City of Merced is expected to increase demand in the new 
housing sector. 

In addition to the university, a new motorsports park is being proposed northwest of the subject 
site. Riverside Motorsports Park will consist of I JOO acres to be developed into a racing 
complex that will include eight different tracks able to accommodate all types of racing. 
including NASCAR and NHRA. It is the intent of the park to become a regiooal recreation 
destination. operating year-round and running races approximately forty weekends throughout 
the year. It is estimated that this complex will require 200 full-time employees and up to 1.000 
part-time or seasonal employees. Additionally. plans call for 300 acres, which allow Castle Air 
Base, to be available for industry and services related to the racing industry. The developer 
noted that there is a severe shortage of hospitality services in Merced County today and that that 
would need to change in order to support the draw of out-of-town racers and fans. The race track 
will also draw complementary services, including industries that support racing and use race 
track facilities in their business. Amenities included in this motorsports park mns,st of RV 
facilities. family restaurants. including a British pub. picnic greens. an upscale food court. 
play!,>Tounds, and video arcades. This pro.1ect has experienced some delays and had to resubmit 
an environmental impact report that was reviewed in June before the Board of Supervisors. This 
delay has pushed back the anticipated construction date to late 2006. Riverside Motorsports Park 
is hopeful that final approval will be granted by the county so that construction can begin hy 
2006 with a tentative open date of 2007. 

Adjacent to the proposed motor sports park is Castle Air Base. The air base currently consists of 
700 undeveloped acres of flight line activity and a business park. The Board of Supervisors 
recently reclassified the base as a "redevelopment area" in order to stimulate interest and attract 
additional sources of funding. The Castle complex could accommodate 25.000 people with 
existing utility support and there is opportumty for businesses to co-develop with the university 
in areas such as research and develop1nent. high-tech and education-related businesses. 
Additionally, there is ample opportunity to co-develop with the motor sports park. providing 
space for hospitality services as well as to industries related to racing. There is also potential for 
the development of light industry and multi-story business buildings and the location is id,:ally 
suited for the development of a conference center/retreat. With regard to the airfield, 
specifically, fire service industry and commercial and cargo air companies have negotiated 
contracts with the air base. however, previous plans for the Air National Guard to relocate units 
from the Bay Area to the Castle Base have since dissolved. 

Competitive Market Analysis 

Central Valley Region Analvsis 

Within the Central Valley Region (including the Counties of San Joaquin. Stanislaus and 
Merced), there are a total of 224 new-home attached and detached subdivisions that are cum,ntly 
selling as of the Third Quarter of 2006. In the Central Valley Region.the average home size is 
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2,340 square feet and the average price is $462.092 (resulting in an average price per square foot 
value of$202.17). The surveyed developments arc averaging 0.94 sales per week overall (since 
the beginning of sales) and 0.43 sales per week during the Third Quarter (with 1,263 homes 
sold). Within the Central Valley developments, there are a total of 31,439 units planned for 
eventual development, of which 19, 149 units ( 60.9% of the planned units) have been offered for 
sale and 16,434 units (85.8% of the offered units) have been sold. This results in a total of2,715 
units of unsold inventory and, given current absorption rates there is a less than a thirteen-week 
supply of unsold inventory remaining. 

Over the past several years, a greater demand than supply of new-home product and a significant 
increase in the number of new-home buyers from outside the Central Valley Region (including 
the San Francisco Bay Area, Southern California and other western and mid-western states) has 
caused a dramatic increase in new-home pricing. For example, the average new-home price in 
the region increased 15.0% between the First Quarter of 2003 and the First Quarter of 2004 
(from $286,889 to $329,994) and 31.6% between the First Quarter of 2004 and the First Quarter 
of 2005 (to $433,868). Furthermore. the average price increased 11.3% between the First 
Quarter of 2005 and the First Quarter of 2006 (to $482,925 ). 

The innux of out-of-area buyers migrating due to the low cost of housing and the local buyers 
riding a wave of a booming real estate market that contributed to an unsustainably high level of 
new-home pricing in the Central Valley Region has begun to decline. Factors including a 
normalizing housing market, rising interest rates and the tightening of lending practices have 
attributed to slowing absorption rates and the flattening of new-home pricing throughout the 
region. Furthermore, investor buyers and buyers who planned to purchase homes in the area and 
commute back to employment centers have nearly vanished in response to rising inventory 
levels, slowing appreciation and record high gas prices. Builders have responded to the shifting 
market by strengthening 111arkcting and advertising campaigns, decreasing pricing or foregoing 
price increases and dramatically increasing the value of incentive programs offered to buyers. 
This response is evidenced by the decline in the average new-home base price between the First 
Quarter, 2006 and the Third Quarter, 2006 from $482,925 to $462,092 (a 4.3% decrease). 
Likewise. the average incentive offered increased 80.6% during the same time period (from 
$7,449 to $13,455) causing average net price to decline 5.6% (from $475.476 to $448,638). 

Merced Countv Analysis 

As of the Third Quarter of 2006, there are a total of 57 new-home projects selling in Merced 
County (including the Communities of Atwater, Delhi, Gustine, Dos Palos, Livingston, Los 
Banos, Merced, Planada and Winton). The average home size in Merced County is 2, I 07 square 
feet and the average price is $386,984 (resulting in an average price per square foot value of 
S 188. 16 ). These surveyed developments are averaging 0.80 sales per week overall (since the 
beginning of sales) and 0.30 sales per week during the Third Quarter (when 216 homes sold~ 
17. 1% of the Central Valley Region total). Within the surveyed developments in Merced 
County, there are a total of I 0,421 units planned for eventual development of which, 5,259 units 
(50.5% of the planned units) have been offered for sale. A total of 4,395 units (83.6% of the 
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offered units) have sold. This results in a total of900 units of unsold inventory and given current 
absorption rates, there is less than a twenty-week supply of unsold inventory remaining. 

The average new-home price within Merced County increased 17.6% between the First Quarter 
of2003 and the First Quarter of2004 (from $219,674 to $258,283) and 36.5%, between the First 
Quarter of 2004 and the First Quarter of 2005 (to $352,432). Furthermore, the average price 
increased 15.0°!., between the First Quarter of 2005 and the First Quarter of 2006 (to $405,427). 
Merced County demonstrated a slightly larger decline in the average base home price betwten 
the First Quarter, 2006 and the Third Quarter, 2006 that the Central Valley Region as a wlwle 
with a 4.5% decrease (from $405,427 to $386,984). Furthermore, the average Merced County 
incentive increased 149.1 % (from $6, 148 to $15.315) causing the average net price to decrease 
6.9% (from $399,279 to $371,669). 

An analysis of sales by price range within Merced County demonstrates the shift that has 
occurred during the past several years. For instance, in 2004 a total of 75.3% of the sales were 
for homes priced at less than S350,000, this percentage fell to 36.4% of total sales in 2005 and is 
currently 24.8% of total sales during the first three quarters of 2006. Of the remaining n,w
home sales during the first three quarters of 2006, 15.0% were priced between $350,000 and 
$374.999, 12.3% were priced between $375.000 and $399,999, 15.9% were priced between 
$400,000 and $424,999, 15.8% were priced between $425,000 and $449,999, 7.5% were priced 
between $450,000 and $474,999, 6.4% were priced between $475,000 and $499,999, and only 
2.3% were priced $500,000 and greater. 

In terms of sales by average home size 111 Merced County during the first three quarters of 2006. 
there were no sales of homes sized less than l.250 square feet. For homes sized between l ,250 
and l ,499 square feet, there were 6.2% of total sales and homes sized between 1,500 and 1,·149 
square feet accounted for 17.6%. A total of 12.0% of sales were represented by homes sized 
between 1,750 and l ,999 square feet and 28.3% of sales were for homes sized between 2,000 and 
2.249 square feet Homes sized between 2,250 and 2,499 square feet represented 21.6% of total 
sales and ho1nes .sized from 2.500 and 2.749 square feet accounted from 4.6°1.). A 1otal of 3.2'j~1 
of sales were represented by homes sized between 2,750 and 2,999 square feet. Finally, the 
remaining 6.5% of total sales were for homes sized at 3,000 square feet and greater. 

An analysis of home sales by lot size concludes that 7.5% of total sales during he first three 
quarters of 2006 were for homes that were situated on lots sized less than 4,000 square feet It 
should be noted that historically, the lack of sales in this lot size category has been a result of a 
lack of supply and not a lack of demand. Traditionally, there has been a significant lack of 
small-lot detached product for sale within the market area especially considering the recent price 
mcreases. As new-home product has increased in price during the past several years, there is 
more opportunity for the development of small-lot detached product that is more affordable than 
traditional detached product (generally detached homes situated on larger lots). No homes that 
were sold had lots sized between 4,000 and 4,499 square feet and 6.0% of sales were for homes 
situated on lots sized between 4,500 and 4,999 square feet Lots sized from 5,000 to 5,499 
square feet represented 23 .2% of total sales and lots sized from 5,500 to 5, 999 square feet 
represented 15.0%. The largest concentration of sales (35.8%) was for lots sized between 6,000 
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and 6-499 square feet. Finally, the remaining 12.5% of total home sales was represented by 
homes situated on lots sized 6500 square feet and greater. 

Within the Merced ('ounty 111arket area an analysis of product distribution by average hon1e price 
reveals that there is only one project selling as of the Third Qua1ier, 2006 with an average price 
below S250,000. This development is selling at a cumulative rate of 1.82 units per week. There 
are five projects currently selling that offer an average price between $250.000 and $299,999, 
selling at a cumulative rate of 1.76 units per week and there are twelve projects with an average 
price between $300,000 and $349,999 that are selling at a cumulative rate of0.83 units per week. 
There are nineteen projects that are priced between $350.000 and $400,000, selling at a 
cumulative sales rate of 0. 78 units per week, nine projects with an average price between 
$400,000 and $450.000, selling at a sales rate of I.OS units per week and there are eleven 
projects selling that offer an average price at $450.000 and greater, with an overall sales rate of 
0. 74 units per week. 

An analysis of product distribution by lot size reveals that there are no attached projects that are 
currently selling as of the Third Quarter. There are five projects that offer lot sizes less than 
4,000 square feet and average $280,811 in home price and 1,558 square feet in home size. 
Additionally, these three projects are averaging 0.88 sales per week overall. There are five 
projects that offer a lot size between 4.500 and 4, 999 square feet and average 2204 square feet in 
home size and $376,569 in home price. These projects have a cumulative sales rate of0.78 units 
per week. For lots sized between 5.000 and 5,499 square feet, there are twelve projects currently 
selling. These projects average 2. 136 square feet in home size, $385,230 in price and have a 
cumulative sales rate of 0.61 units per week. There are seven projects that offer lots sized from 
5,500 to 5,999 square feet. These projects offer an average price of $385.230, home size of 
2, 136 square feet and have been averaging 0.61 cumulative unit sales per week. 

There are twenty projects that offer lots sized from 6,000 to 6,499 square feet that average 2,136 
square feet in home size and $394.030 in price. Additionally, these projects have a cumulative 
sales rate of 0.94 units per week. For lots sized from 6,500 to 6,999 square feet, there are three 
projects selling that average $467.578 in price, 2,654 square feet in size and have a cumulative 
sale rate of 0.98 units per week. There are three projects selling with lots sized between 7,000 
and 7,499 square feet that average 2.617 square feet in size, $490, 150 in price and have been 
selling at a cumulative sale rate of 0.30 units per week. There is one project that otters a lot size 
from 7,500 to 7,999 square feet. This project averages 2.813 square feet in size, S472,400 in 
price and averages 0.96 sales per week overall. Finally, there is one project that offers a lot size 
greater than 8,000 square feet and averages 3,097 square feet in size, $738,250 in price and 0.39 
sales per week overall. 

An analysis of the total inventory (the total homes available now and in future phases within 
currently selling projects) within the Merced County market area reveals a total of 5,503 total 
units available (in all currently selling projects as of the Third Quarter of2006). lfwe consider 
the current average weekly sales rates within each project and apply them to the total inventory 
within each project, there will be 563 total units sold during the Fourth Quarter of 2006 and 408 
units sold during the Fourth Quarter of 2007. Furthermore, it is anticipated that there will be 348 
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units sold during the First Quarter of 2008 followed by 277 units sold in the Second Quarter, 211 
units sold during the Third Quarter and 197 units sold during the Fourth Quarter 

Proposed Development 

In terms of proposed future development within the subject property market area (including the 
Communities of Atwater and Merced), there is a total of 26,078 units that are planned within 
projects that are actively in the planning process and not currently selling. A total of 36 7 units 
have final approval, 2,616 units have tentative approval and 23,095 units arc in the planning 
stages. Of the total number of units planned in the market area. there are 23,032 units that are 
planned for five major master planned con11nunities. 

The Atwater Ranch Master Planned Community will be developed by Florsheim Homes and is 
located in the City of Atwater south of Hwy 99. The City of Atwater recently annexed the land 
from the County of Merced. This project will consist of 1,584 total units on 395 total acres (4.0 
dwelling units per acre) and is in the preliminary planning stages. ('as!kl'!lf!!lS, by Brookfield 
Land Company, is located in the City of Merced at the northwest corner of Bellevue Road .1nd 
Hwy 59 and is planned to consist of 12,914 total units on a total of 2,559 acres (5.1 dwelling 
units per acre). The Merced City Council approved the inclusion of Castle Farms into the 
updated version of the City of Merced General Plan. This project is in the early plannrng stages 
and has not yet received tentative map approval. Bellevue Ranch East, by Crosswinds 
Communities, is located north of Merced College from M Street east to Ci Sheet south of 
Bellevue Road. This planned community has already begun construction of the first phasC' of 
581 single-family, for sale units and has tentative map approval for the remaining 812 single
family units within the second phase. Other builders at Bellevue Ranch Fast include Kimball 
Hill Homes, Ryland Homes and Mathews Homes. Bellevue Ranch West hy Woodside Homes 
has also begun construction and sales of the first phase of 711 single-family, for sale units. 
Finally, the second phase of 592 single-family, for-sale units within Bellevue Ranch West has 
received tentative map approval. 

Of the 24, 127 total units planned in the City of Merced (excluding the City of Atwater), 7 ,85(1 of 
those units will be developed in several villages as part of the single-family, for sale portion 
University Community Plan. Additionally, the project will consist of 3,850 units of multi-family 
attached development in various configurations. All of the units have been submitted to the City 
of Merced planning department and it is anticipated that the first phase of the Univer,;ity 
Community Plan will begin sales in 2007. 

Economics and Demographics 

In the Merced County market area (including the Merced, Madera and Fresno \1etropolitan 
Statistical Areas) there were 348,400 total non-farrn jobs during 2005, representing an increase 
of7,IOO jobs ( 1.9%) from 2004 (with a total of377,300 total non-farm jobs). Between 1999 and 
2005, total non-farm employment increased 12.8% or 43,600 total new jobs. It is estimated that 
in the first three quarters of 2006 there will be 390,200 total non-farm jobs in the area, 
representing an increase of 0.2% from 2005. The construction sector posted 27,800 jobs in 



City of Merced 
October 31, 2006 
Page 7 

The Gregory Group 
CA06.07003Merced 

September of 2005 and during September of 2006, the sector remained constant with the year 
previous. The manufacturing sector also remained constant with the same time last year posting 
44,400 jobs in September. Government employment posted 91,400 jobs representing a 2.2% 
increase from 2005 with 89,400 jobs. Finally. the services sector posted a 0.6% decline from 
2005 with 211.700 total jobs (down from 213,000 total jobs). The unemployment rate decreased 
from 7.2% during September. 2005 to 6.5% during September, 2006. 

A total of !OJ 72 building permits were recorded in 2005 representing a decrease of 7. 7% ( or 
843 units) from the l l,015 permits recorded for 2004 in the Merced market area (including the 
Merced, Madera and Fresno Metropolitan Statistical Areas). Of the total permits issued in 2005, 
8,586 were for single-family construction and l,586 were for multi-family development. It is 
estimated that there will be 7,823 permits recorded for 2006 representing a decrease of23.l% (or 
2,349 units) from 2005. Likewise, of the projected building permits for 2006, 6,354 are 
anticipated to be for single-family construction and 1,469 are anticipated to be for multi-family 
development. 

The total population for Merced County has increased steadily over the last ten years. With the 
region becoming increasingly more attractive to prospective residents ( especially from the San 
Francisco Bay Area), the area is growing rapidly. Since 1996 the total population has increased 
20.9% from 198,600 to 240, 162 in 2005. The population for Merced County is expected to reach 
246,842 residents in 2006, an increase of2.8% from 2005. In the City of Merced, population has 
increased 20.1% from 61.300 in 1996 to 73,610 in 2005 and the population is expected to 
increase to 76,113 in 2006 (an increase of3.4% from 2005). 

Competitive Market Analysis 

Within the subject property market area (including the communities of Atwater and Merced) 
there are thirty-four new-home projects currently selling. The homes average $379,979 in home 
price and 2,094 square feet in home size (resulting in an average price per square foot value of 
$185.86). The competitive developments are averaging 0.79 sales per week overall (since the 
beginning of sales) and 0.26 sales per week during the Third Quarter of 2006 (with 115 homes 
sold). There are a total of 449 units of unsold inventory and given current absorption rates, there 
is less than a seventeen-week supply of unsold inventory remaining. The homes are situated on 
lots that average 6.487 square feet in size and range from 2,275 square feet to one-acre. Thirty of 
the projects offer incentives ranging from $2,000 to $75,000 and averaging $18,015. 

During the Third Quarter, many developments have posted pricing adjustments and almost all 
developments have experienced slowing sales activity. Average base pricing decreased between 
the Second and Third Quarters from $389,242 to $379,979 (a 2.4% decrease). Likewise, the 
average incentive offered decreased 7.9% (from $19.565 to $18,015) and average net pricing 
decreased 2.1% (from $369,677 to $361,964). Furthermore, overall product absorption rates fell 
from 0.95 sales per week (since the beginning of sales) during the Second Quarter, 2006 to 0.79 
sales per week during the Third Quarter. Current absorption rates fell from 0.45 sales per week 
for the Second Quarter to 0.26 sales per week during the Third Quarter. Sales professionals at 
several developments are reporting cancellations on an almost daily basis primarily because of 
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the effect of the slowdown on the resale market and the inability of the prospective homebuyer to 
sell his existing home. In some cases, however, increased incentive packages have brought in 
enough buyers to ofTset the previous reservation cancellations causing a '·break even" effect. 
The types of incentives offered to buyers have evolved over the past several months. Before the 
market transition, buyers were typically offered a choice between home interior up1,,>Tades or a set 
cash amount to be applied toward closing costs. Currently, buyers are offered a w de array of 
incentives ranging from cash to be applied to the base price of the home to inclusive yard 
landscaping and a pool. Likewise, builders are now negotiating with buyers who are considering 
canceling their contract in order to convince then1 to go through with the purchase. 

Moraga is the only development in the Merced market area that currently has a monthly 
Homeowner's Association fee. The monthly fee of$86.50 is in addition to monthly special taxes 
for community development. Estimated monthly taxes for Neighborhood 2 are $174.67, 
Neighborhood 3 are $196.23 and Neighborhood 4 arc $230.32. Currently, twenty-two of the 
thirty developments have monthly specialty taxes that range from $41.25 to $230.32 resulting in 
an average total monthly obligation of$76.25 for all currently selling projects. 

Resale and Listing Analysis 

A survey of homes sold wi1h111 the City of Merced was conducted from June. 2006 through 
August, 2006. There were a total of 135 homes sold that averaged $348,726 in price and 1,543 
square feet in size (resulting in an average price per square foot value of $235.98). The homes 
were built, on average, in 1976 and offer an average lot size of 18,790 square feet. However. if 
only homes that were huilt after 2000 are analyzed (with an average year built of 2004 ). the 
average price is $376,567 for a home that is sized at l,707 square feet. resulting in an avera;~e 
price per square foot value of $224.06. Of the total homes sold, only 3.7% sold for a price that 
was less than $200,000, 37.0% sold for a price that was between $200.000 and $299.999. 35.6% 
were priced between S300,000 and $399.999. 14.1% were priced between $400,000 and 
$499,999, 5.2% were priced between $500.000 and $599,999 and 4.4% sold for a price that was 
$600.000 and greater. 

A survey of listings within the City of Merced concluded that there are 759 homes cuncntly 
listed for sale. The average listing price is $401,199 for a home that was built, on average, in 
1981, with an average lot size of9,137 square feet and home size of 1,747 square f:aet. If only 
homes that were built after 2000 are analyzed (with an average year built of 2004), the average 
listing price is $438.998, home size is 1.976 square feet and lot size is I 0,024 square feet. Of the 
total homes listed for sale, only 1.2% are priced below $200,000, 26.1 % are priced between 
$200,000 and $299,999, 42.3% are priced between $300.000 and $399,999, 14.9'% are pric,od 
between $400,000 and $499,999, 5.6% are priced between $500,000 and $599,999, 3.3% are 
priced between $600,000 and $699,999, 2.8% are priced between $700,000 and $799,999 and 
3.8% arc priced at S800,000 and greater. 
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The buyers at the surveyed developments are generally first- and second-time move-up buyers. 
There are also some empty-nesters and retirees who are downsizing. The buyers are generally 
couples between 25 and 50 years of age with school aged children and younger. There are also 
some younger couples who are planning to have children in the future and older couples whose 
children have left home. There has been a shift in the number of out-of-town buyers in the 
Merced market area. Previously, homebuyers in the area were a fifty percent split between out
of-town buyers (primarily from the San Francisco Bay Area) and local buyers. Due to the 
slowing market and rising gas prices, this percentage has shifted to approximately thirty percent 
out-ot~town buyers and seventy percent local buyers. Local buyers are typically families who 
are selling their existing homes and purchasing a new-home because of the desired amenities. 

The buyers who are moving from out of the area are a combination of buyers who are migrating 
due to the relative low cost of housing, the lower cost of living and the continuing maturing of 
the region (an increasing number of services, entertainment venues, restaurants, recreation, 
education etc.) and those \vho are 1noving because of UC Merced. A notable a1nount of parents 
are buying homes for their children to live in while they attend the university in addition to a 
number of professors who arc purchasing homes for themselves. The majority of the buyers to 
the Merced market area work m Merced County and to the south in the City of Fresno. 

Conclusions 

Given the submitted product type and current market conditions, it is concluded that base pricing 
(as submitted by the builder) at Moraga include the following ranges: 

Lot Total Home Size Base Pricing Price/Sq. Ft. 
Nei2hborhood Size Units Ran!!e Ran2e Ran!!e 

Mariposa - 2 5.085 206 1,53 7 - 2,229 $314,900 - $369,900 S204.88 - $165.95 
Presidio - 3 6,215 173 1.895 ... 2,644 $344,900 - $409.900 $18201-$155.03 

Mercedes - 4 7.345 141 2,419 - 3,505 $404,900 - $509,900 Sl67.38-$145,48 ! 
···--· -

Additionally, homebuyers at Moraga will be offered a $4,000 incentive to be applied toward 
closing costs when utilizing the preferred lender and a $10,000 incentive to be applied toward 
home upgrades. The pricing position of the subject development is generally. in-line with the 
new home. competitive subdivisions, based on price and square footage evaluations within the 
subject market area for competitive projects with similar lot sizes and product types. 
Additionally, the position is generally, in-line with the recent home resales and current home 
listings in the area based on price and square footage evaluations. 

In conclusion, within the Moraga development Neighborhood 2 can absorb 0.50 units per week, 
Neighborhood 3 can absorb 0.50 units per week and Neighborhood 4 can absorb 0.50 units per 
week over the marketing life of the development Furthermore, the above pricing and absorption 
will result in an 88-month time period for buyers to absorb all of the production homes within 
the Moraga development The following tables summarize this result. 
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EXHIBIT 11 - 1 A The Gregory Group 

MOST COMPETITIVE SUMMARY TABLE CA06.07003Merced 

MERCED MARKET AREA 

Project/ 2006 Third 

Developer/ Total Third Quarter 

Location/ Square Base Price/ Bed/ Levels/ Units Weekly Quarter Weekly 

Master Plan Lot Size Footage Price ?_9_· Ft. Incentives Bath Garage Planned Offered Sold Sales Rate Sales Sales Rate 

Atwater 
Claremont Reserve 6,180 2,237 $388.990 S173.89 $5,000 413 212 302 181 161 1.56 3 0.23 

Pacific Union Homes 60 X 103 2,384 $389.990 $163.59 $5,000 313 113 

Atwater 3,144 $470,990 $149.81 $5,000 513 213 

None 3,515 $497,990 $141.68 $5,000 513 2/3 

3,905 $514.400 $131.73 $5,000 6/4.5/L 2!3 

La Paloma 5.000 1.301 $293,900 $225.90 so 3!2 1!2 33 29 21 0.31 21 1.62 

Ranchwood Homes 50 X 100 1.405 $298.900 5212.74 so 3/2 112 

Atwater i ,536 5305.900 $199. i 5 $0 4/2 1:2 

None 1 ,785 $319.900 $179.22 so 4:2 1/2 

1,953 $327,900 $167.90 so 4:2 1!2 

Las Casas 6,300 2.000 S389.990 $195.00 $10,000 3/2.510/L 2/3 130 92 78 1.16 0.08 

Syncon Homes 60 X 105 2,356 $429.990 $182 51 510,000 3!2.5/DIL 213 

Atwater 2,846 $451,990 5158.82 $10,000 3:3/D 1!3 

None 3,232 $482,990 $149.44 $10,000 3/2 1/3 

Stonecreek 6,000 1,708 $374,000 $218.97 $10,000 3/2 1/2 186 43 31 0.49 4 0.31 

Dunmore Homes 60X100 2.060 $351,545 $170.65 $10,000 4/2 1/2 

Atwater 2,329 $388.703 $166.90 $10.000 4/2.5 113 

None 2,372 $408 075 $172.04 $10,000 413 213 

2,593 $388,990 $150.02 $10.000 413 2/3 

The Heirloom Collection at Silva Meadows 43,560 2,706 $689,500 $254.80 $40,000 4/3 1/3 114 39 27 0.39 4 0.31 

Franco Construction 2,946 $699,500 $237.44 $50,000 413 1/3 

Atwater 3,186 $749.500 5235.25 $60.000 413 1:3 

None 3,552 $814.500 $229.31 $75.000 513 113 

Merced 
Altarata Hanch 6,000 i,729 5349.950 $202.40 $25.000 4/2 ",/2 12 .. G O o, C.08 V,1.1'·-t 

Ranchwood Homes 60 X 100 1 .960 $372,950 $19028 $25,000 412 1/2 

Merced 2,355 $406,950 $172.80 525,000 4/3 2'3 

None 



Project/ 2006 Third 
Developer/ Total Third Quarter 
Locationi Square Base Price/ Bed/ Levels/ Units Weekly Quarter Weekly 

Master Plan Lot Size Footage Price Sg.Ft. Incentives Bath Garase Planned Offered Sold Sales Rate Sales Sales Rate 

Cottages at Compass Poin1 2,500 1,375 $275,990 $200.72 $10,000 3/2.5 1/2 138 48 36 1.13 ·2 -0.15 

Bennett Homes 1,430 $295,990 $206.99 $10,000 3/2.5 1/2 
Merced 1,663 $310,990 $187.01 $10,000 4/2.5 1/2 
None 1,806 $325,990 $180.50 $10,000 4/2.5 112 

1,901 $335,990 $176.74 $10,000 4/3 1/2 
2,029 $345,990 $170.52 $10,000 4/2.5 1/2 

Cypress Terrace 5,000 1.191 $239.000 $200.67 $10,000 312 1/2 303 220 213 1.15 3 0.23 

Aanchwood Homes 50 X 100 1,251 $243,900 $194.96 $10,000 312 112 
Merced 1.475 $255.900 $173.49 $10.000 312 112 
None 1,633 $262,900 $160.99 $10,000 412 1/2 

1.846 $273,900 $148.37 $10,000 412 112 

El Capitan 6,000 1,375 $326,900 S237.75 $45,000 312 112 229 170 146 1.04 ·9 -0.69 

Aanchwood Homes 60 X 100 1,565 $338,950 $216.58 $45,000 3/2 1/2 

Merced 1,633 $345,950 $211.85 $45,000 412 1/2 
None 1,729 $349,950 $202 40 S45,000 412 113 

1,953 $370,950 $189.94 $45,000 4/2 212 
1,960 $372,950 $190.28 $45,000 4/2 113 
2,355 $406,950 $172.80 $45,000 4/3 2/3 

Fairview Meadows 4,750 1,979 $340,000 $171.80 $0 3/2.5/L 212 112 28 5 0.15 .3 ·0.23 
KB Home 50 X 95 2,093 $350,000 $167.22 $0 3/2.5/L 2/2 
Merced 2,177 $360,000 $165.37 $0 312.5/L 2/2 
None 2,452 $380,000 $154.98 so 3/2.5/L 2/2 

2,763 $410,000 $148.39 so 4/2.5/L 2/2 

Mariposa Collection at Moraga (Neighbort1ood 2) 5,085 1,537 $314,900 $204.88 $14,000 312 112 206 5 2 0.18 2 0.15 
Lakemont Homes 45 X 113 1,683 $327.900 $194.83 $14.000 4/2 112 
Merced 2,092 $359,900 $172.04 $14,000 4/2.5 212 
None 2,229 $369,900 $165.95 $14,000 4/2.5 2/3T 

Presidio Collection at Moraga (Neighborhood 3) 6,215 1.895 $404,900 $213.67 $14,000 3/2 112 173 6 4 0.36 4 0.31 

Lakemont Homes 55 X 113 2,014 $418,900 $207.99 $14,000 3/2 112 
Merced 2,389 $484,900 $202.97 $14,000 3/2/D 1/3T 

None 2,644 5509.900 $192.85 $14,000 4/2.5/D 2/3T 

Mercedes Collection Moraga (Neighborhood 4) 7,345 2,419 $423,000 $174.87 $14,000 313 113 141 4 1 0.09 1 0.08 
Lakemont Homes 65X113 2,544 $434,000 $170.60 $14,000 4/3 113T 
Merced 3,142 $479,000 $152.45 $14,000 4/3.5/D 2/2 

None 3,505 $499,000 $142.37 $14,000 614 213T 



Project! 2006 Third 
Developer/ Total Third Quarter 
Location/ Square Base Price/ Bed/ Levels/ Units Weekly Quarter Weekly 

Master Plan Lot Size Footage Price Sq. Ft Incentives Bath Garage Planned Offered Sold Sales Rate Sales Sales Rate 

Renaissance 5,500 1.4:)8 $312,990 $222.29 $15.000 3/2.5 2:2 166 36 17 0.40 5 0.38 
California Homes 55 X 100 1,411 $314.990 $223.24 $15,000 312 1/2 
Merced 1,631 $321.990 $197.42 $15,000 4/3 2/2 
None 1,688 $325.990 $193. 12 $15,000 3/2 1/2 

1,898 $339,990 $179.13 $15.000 4/2.5 212 
1,926 $352.990 $183.28 $15.000 4/2.5 2/2 

Sandcastle 5.000 1,272 5307.990 $242.13 $2,000 3/2 1/2 334 168 136 1.26 ·1 ·0.08 
California Homes 50 X 100 1,554 $341,990 $220.07 $2,000 3/2.5 2/2 
Merced 1,660 $337.990 $203.61 $2,000 3/2 112 
None 1,899 5357,990 $188.52 $2.000 4/2.5 2/2 

2.140 $374.990 $17523 $2,000 4/2.5 2/2 
2.555 $411.990 5161.25 52,000 413/0 2/2 

Sierra Vista 4,700 1.277 $289,990 $227.09 so 2:2 112 43 43 25 0.46 ·1 ·C 08 
Summerton Homes 47 X 100 1.637 $314,990 $192.42 so 2:2.5 1:2 

Merced 2.055 5359.990 5175.18 $0 3/2.5 1/2 
None 2.346 $379.990 $161.97 $0 3/2.5 212 

2,637 $399.990 $151.68 $0 3!2.5 2:2 

2.900 $439.990 $151 72 $0 3/2.5/D 2/2 
3.288 $459.990 $139.90 $0 3/2.5/D 2/2 
3.553 $479,990 S135.09 $0 312.5/D 2/2 

Summercreek 6,000 1,408 5299,990 $214.28 $75,000 3!2 1/2 133 133 113 1.27 2 0.15 
Brigh1 Homes 60 X 100 1,547 $315,990 $204.26 $75,000 3125 213 
Merced 1,606 $325,990 $202.98 $75,000 3/2 112 
None 1,854 $444,990 $240.02 $75,000 3/2 1!2 

1.936 $446,990 $230.88 $75,000 413 2/2 
2.323 $479,990 $206.63 $75,000 5/3 212 
3,297 $573,990 $174.09 $75,000 5i3.5/B 2/2 

Summit Meadows 5.000 1,301 $289,900 $222.83 $35,000 312 i!2 154 100 95 0.72 .4 -0.31 
Ranchwood Homes 50 X 100 1 .405 $294,900 $209.89 $35.000 3!2 112 
Merced 1,536 $301,900 $196.55 S35.000 4/2 1!2 
None i ,785 $314.900 $176.41 $35,000 4/2 1!2 

The Crossing at River Oaks 6.000 1 .403 $312.900 5223.02 $10,000 312 1/2 72 7 0 0.00 0 0 00 
Sutco Const 60 X 100 1.725 $337,900 $195.88 $10.000 312 1/2 
Merced 2,206 $375,900 $169.63 $10.000 4/2 1/2 
None 2,295 $379.900 $165.53 $10,000 3/2 1/2 



ProJecV 2006 Third 

Developer/ Total Third Quarter 

Location/ Square Base Price/ Bed/ Levels/ Units Weekly Quarter Weekly 

Master Plan Lot Size Footage Price Sq. Ft. Incentives Bath Gara9e Planned Offered Sold Sales Rate Sales Sales Rate 

Tuscany Estates 5.000 1,251 $286,900 $229.34 $25.000 3/2 1/2 92 92 72 0.69 2 0.15 

Ranchwood Homes 50 X 100 1,475 $298,900 $202.64 $25,000 3/2 1/2 
Merced 1,633 $305,900 $187.32 $25,000 4/2 1/2 

None 1,846 $316,900 $171.67 $25,000 4/2 1/2 

University Park 5,500 1,513 $328,990 $217.44 $5,000 3/2 1/2 131 84 76 1.17 2 0.15 

Morrison Homes 50 X 110 1,847 $361.990 $195.99 $5,000 4/2 1/2 
Merced 2,276 $409.990 $180.14 55,000 412.5/0 2/3 

None 2,468 $420.990 S170.58 $5,000 4/2.5 2/2 
2,781 $450.990 $162.17 $5,000 4/3/B 2/3 

Gardenstone At Bellevue Ranch 7.865 2.484 $440,900 $177.50 $5,000 3/2 113 111 61 52 0.96 10 0.77 

Crosswinds Communities 65 X 121 2,699 $450,900 $167.06 $5,000 4/3/L 2/3 

Merced 2.799 $468,900 $167.52 55.000 4/4/L 2/3 
Bellevue Ranch 3.273 $528,900 $161.59 $5,000 5!4 2/3 

Redhawk at Bellevue Ranch 6.500 2.172 $354.990 $163.44 $2.000 3/2 1/3 148 98 66 1.27 2 0.15 

Kimball Hill Homes 65 X 100 2,214 $369,990 $167.11 $2.000 4/2.5/0 1/3 

Merced 2,327 $371,990 $159.86 $2,000 4/2 1/3 
Bellevue Ranch 2,504 5388,990 $155.35 $2,000 4/2.5/0 2/3 

Reverie at Bellevue Ranch 5,250 1,453 $299,990 $206.46 $7.000 3/2 1/2 164 82 68 1.17 .3 ·0.23 

Ryland Homes 50 X 105 1,685 $346,990 $205.93 $7,000 4/2 1/2 

Merced 1,723 $359,990 $208.93 $7,000 4/2.5 2/2 

Bellevue Ranch 1,849 $369,990 $200.10 $7,000 4/3 2/2 

Silverleaf 3,120 800 $199.990 $249.99 so 2/2 1/2 82 54 40 1.82 13 1.00 

Envision Homes 40 X 78 1,201 $219.990 $183.17 so 3/2 2/2 
Merced 1,476 $249,990 $169.37 so 3/2 2/2 
Bellevue Ranch 1,668 $269.990 $161.86 $0 3/2 2/2 

1.835 $289.990 $158.03 so 4/2 212 

The Meadows at Bellevue Ranch 4,725 1.540 $318,990 $207.14 $10.000 3/2 1/2 245 50 40 1.08 7 0.54 

Woodside Homes 45 X 105 1.900 $344.990 $181.57 $10,000 3r2.5/L 212 

Merced 2.063 $357,990 5173.53 $10,000 312.5/L 2/2 
Bellevue Ranch 2,275 $370.990 $163,07 $10.000 3/2.5/6 212 

The Prairies a1 Bellevue Ranch 5,500 1,826 $339,990 $186.19 $20.000 4/2 1/2 139 20 12 0.32 1 0.08 

Woodside Homes 50X110 2,182 $366,990 $168.19 $20.000 4/2.5 212 

Merced 2,333 $379,990 $162.88 $20.000 4/2.5 2/2 
Bellevue Ranch 2,687 $408,990 $152.21 S20,000 4/3/L 2/2 



ProjecU 2006 Third 
Developer/ Total Third Quarter 
Location/ Square Base Price/ Bed/ Levels/ Units Weekly Quarter Weekly 

Master Plan Lot Size Footage Price Sq. Ft. Incentives Bath Garage Planned Offered Sold Sales Rate Sales Sales Rate 

The Villages at Bellevue Ranch 2,275 1.429 S264.990 $185.44 $10.000 2:2/L 2/2 227 24 15 0.56 12 0.92 
Woodside Homes 35 X 68 1.487 $268,990 $180.89 $10,000 3/2 212 
Merced 1.556 $274,990 $176.73 $10,000 3/2 212 
Bellevue Ranch 1.733 $287,990 $166.18 $10,000 3/2.5/D 2/1 

1,747 $288,990 $165.42 $10,000 3/2.5/D 2!2 
1.768 $291,990 $165.15 $10,000 3/2.5/D 212 

The Willows a1 Bellevue Ranch 5,775 2.184 5393,990 $180.40 $20,000 4/2.5 213 100 53 41 0.76 14 1.08 

Woodside Homes 55 X 105 2,841 $445,990 $156.98 $20,000 4/3/L 212 
Merced 3,056 $475.990 $155.76 $20,000 4/3 2/3 
Bellevue Ranch 

Windsong at Bellevue Ranch 5,000 1,883 $373,990 $198.61 $32.000 4:2 1/2 158 48 29 0.56 0 0.00 
California Homes 50 X 100 1,932 $381.990 $197.72 $42.000 4/2.5 2,2 

Merced 2,000 $393.990 $197.00 $52.000 3/2/D 1/2 
Bellevue Ranch 2,140 $413,990 $193.45 $52,000 4/2.5 2/2 

Shadow Creek 5,000 1,568 5366.990 $234.05 560.000 312 1(2 160 110 91 1.08 -4 -0.31 

California Homes 50 X 100 1,883 $396.990 $210.83 $60.000 4/2 1:2 

Merced 2,000 $416.990 $208.50 $60,000 3/2/D 1/2 
Compass Point 2,396 $436.990 $182.38 560,000 4/2 5 212 

2,749 S436.990 $158.96 560,000 4/3/D 212 
3,101 $468.990 $151.24 $60.000 5/3/0 212 

Copper Creek 5.500 1,457 5378,093 $259.50 $30.000 3/2 1/2 279 259 251 1.18 7 0.54 
Dunmore Homes 55 X 100 1,708 $371,512 $217.51 $30.000 3i2 1/2 
Merced 1.848 $378,250 $204.68 $30.000 4/2 1/3 
Fahren·s Creek 2,338 $427,845 5183.00 $30,000 5/3 2/3 

Mill House at Fahren's Creek 6,700 2,470 $490,990 $198.78 $3.500 3/2.5 1/3 215 87 78 1.07 10 0.77 

Cen1ex Homes 67 X 100 2,635 $517,990 $196.58 $3,500 4/2.5 213 
Merced 3,291 $557,990 $169.55 $3,500 4/2.5 213 
Fahren's Creek 3,376 $561.990 $166 47 $3.500 4!3.5 213 

3,620 $571.990 $158.01 53.500 5,3.s 2/3 

The Crossing at Fahren's Creek 4.725 1.475 $289,990 $196.60 $5,000 312 1;2 253 28 17 1.13 11 085 
Morrison Homes 45 x 105 1,607 $310,990 $193.52 55,000 3/2:D 1/2 
Merced 2.061 5350.990 $170.30 $5,000 412.510 212 
None 2,265 $375,990 $166.00 $5,000 4/3/B 2/2 

2.459 $390.990 $159.00 $5.000 4/2.5/D 212 

I Total Market Average: 2,094 $379,979 5185.86 518,015 5,485 2,514 2,065 0.79 115 0.26 I 
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EXHIBIT 11-1 B 
SUBJECT PROJECT VERSUS MOST COMPETITIVE DEVELOPMENTS -- NET PRICING 
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EXHIBIT 11 • 2A The Gregory Group 

MOST COMPETITIVE SUMMARY TABLE CA06.07003Merced 

(Lots Sized Between 4,000 and 5,500 Square Feet) 
MERCED MARKET AREA 

Project/ 2006 Third 

Developer/ Total Third Quarter 

Location/ Square Base Price/ Bed/ Levels/ Units Weekly Quarter Weekly 

Master Plan Lot Size Footage Price _Sq.Ft. Incentives Bath Garage Planned Offered Sold Sales Rate Sales Sales Rate 

Atwater 
La Paloma s.ooo 1.301 5293.900 $225.90 so 312 1/2 33 29 21 0.31 21 1.62 

Ranchwood Homes 50 X 100 1,405 $298,900 $212.74 $0 312 1/2 

Atwater 1,536 $305,900 $199.15 $0 4/2 1/2 

None 1,785 $319.900 $179.22 $0 4/2 1/2 

1,953 $327,900 $167.90 so 4/2 1/2 

Merced 
Cypress Terrace 5,000 1. 191 $239.000 $200.67 $10,000 3/2 1.12 303 220 213 1 15 3 0.23 

Ranchwood Homes 50 X 100 1.251 $243,900 $194.96 $10.000 3/2 1/2 

Merced 1,475 $255.900 $173.49 $10.000 3/2 1/2 

None 1,633 3262.900 $160.99 S10,000 4/2 1/2 

1.846 $273,900 $148.37 $10,000 4/2 1/2 

Fairview Meadows 4.750 1,979 S340.000 $171.80 $0 3/2.5/L 212 112 28 5 0.15 -3 -0.23 

KB Home 50 X 95 2,093 $350,000 $167.22 so 312.5/L 212 

Merced 2,177 $360.000 $165.37 so 3/2.5/L 2/2 

None 2,452 $380.000 $154.98 so 3/2.5/L 2!2 

2,763 $410,000 $148.39 $0 4/2.5/L 212 

Mariposa Collection at Moraga (Neighborhood 2) 5,085 1.537 $314,900 S204.88 $14.000 3/2 1/2 206 5 2 0.18 2 0.15 

Lakemont Homes 45 X 113 1,683 $327,900 $194.83 $14,000 412 1/2 

Merced 2.092 $359.900 $172.04 $14,000 412.5 2/2 

None 2,229 $369.900 $165.95 $14,000 4/2.5 2/3T 

Renaissance 5,500 1.408 $312,990 $222.29 $15,000 3/2.5 2/2 166 36 17 0.40 5 038 

California Homes 55 X 100 1,411 $314,990 $223 24 $15,000 3!2 1/2 

Merced 1.631 5321 ,990 $19742 $15,000 4!3 2/2 

None 1,688 $325.990 $193.12 $15.000 3/2 1/2 

1,898 $339.990 $179.13 $15.000 4/2.5 2/2 

1,926 $352.990 $183.28 $15.000 4/2.5 2/2 



Project/ 2006 Third 
Developer/ Total Third Quarter 
Location/ Square Base Price/ Bed/ Levels/ Units Weekly Quarter Weekly 

Master Plan Lot Size Footage Price Sq. Ft Incentives Bath Garage Planned Offered Sold Sales Rate Sales Sales Rate 

Sandcastle 5,000 1,272 $307,990 $242.13 $2,000 312 112 334 168 136 1.26 ·1 -0.08 
California Homes 50 X 100 1,554 $341,990 $220.07 $2.000 312.5 212 
Merced 1,660 $337,990 $203.61 $2,000 312 112 
None 1,899 $357,990 $188.52 $2,000 4/2.5 212 

2,140 $374,990 $175.23 $2,000 4/2.5 212 
2,555 $411,990 $161.25 $2,000 413/D 2/2 

Sierra Vista 4,700 1,277 $289,990 $227.09 so 212 1/2 43 43 25 0.46 -1 -0.08 
Summerton Homes 47 X 100 1,637 $314,990 $192.42 $0 212.5 1/2 
Merced 2,055 $359,990 5175.18 $0 3!2.5 112 
None 2,346 5379,990 5161.97 so 312.5 212 

2.637 $399.990 $151.68 so 312 5 212 
2,900 $439.990 $151.72 so 3/2.5/0 212 
3.288 $459,990 $139.90 so 3/2.5/0 2'2 
3,553 $479,990 5135.09 $0 3/2.5/0 212 

Summit Meadows 5,000 1,301 $289,900 $222.83 $35,000 312 112 154 100 95 072 -4 -0.31 
Ranchwood Homes 50 X 100 1.405 $294,900 $209.89 $35,000 312 112 
Merced 1,536 $301,900 $196.55 $35,000 412 112 
None 1,785 $314,900 $176.41 $35,000 412 1/2 

Tuscany Estates 5,000 1,251 $286,900 $229.34 $25,000 3/2 1/2 92 92 72 0.69 2 0.15 
Ranchwood Homes 50 X 100 1,475 $298,900 $202.64 525,000 3/2 112 
Merced 1,633 $305,900 $187.32 $25,000 4/2 112 
None 1,846 $316,900 $171.67 $25,000 412 112 

University Park 5,500 1,513 $328,990 $217.44 $5,000 312 112 131 84 76 1.17 2 0.15 
Morrison Homes 50 X 110 1,847 $361,990 $195 99 $5.000 4/2 112 
Merced 2.276 5409.990 $180 14 $5.000 412.5/0 213 
None 2,468 $420,990 $17058 55.000 4/2.5 212 

2,781 $450,990 $162.17 SS.ODO 4/3/8 2:3 

Reverie at Bellevue Ranch 5,250 1.453 $299,990 $206 46 $7,000 312 112 164 82 68 1.17 ·3 ·0.23 
Ryland Homes 50 X 105 1.685 5346,990 $205.93 57,000 412 112 
Merced 1,723 $359,990 $208.93 $7.000 4/2.5 212 
Bellevue Ranch 1,849 $369,990 $200.10 $7.000 413 2:2 

The Meadows at Bellevue Ranch 4,725 1,540 $318,990 $207. 14 $10,000 312 112 245 50 40 1.08 7 0.54 
Woodside Homes 45 X 105 1,900 $344,990 $18L57 $10,000 3/2.5/L 212 
Merced 2,063 $357,990 $173.53 $10.000 3/2.5/L 212 
Bellevue Ranch 2,275 $370,990 $163.07 $10.000 312.5/B 212 



Project/ 2006 Third 

Developer/ Total Third Quarter 

Location/ Square Base Price/ Bed/ Levels/ Units Weekly Quarter Weekly 

Master Plan Lot Size Footage Price Sq.Ft. Incentives Bath Garage Planned Offered Sold Sales Rate Sales Sales Rate 

The Prairies at Bellevue Ranch 5.500 1,826 $339.990 $186. i 9 $20,000 412 1!2 139 20 12 0.32 0 08 

Woodside Hornes 50 X 110 2,182 $366.990 $168.19 $20,000 4/2.5 2/2 

Merced 2,333 $379,990 $162.88 $20,000 4/2.5 212 

Bellevue Ranch 2,687 $408.990 $152.21 $20,000 4/3/L 2/2 

Windsong at Bellevue Ranch 5,000 1.883 $373,990 $198.61 $32,000 4/2 112 158 48 29 0.56 0 0.00 

Calrforn1a Homes 50 X 100 1.932 $381,990 $197.72 $42,000 4/2.5 212 

Merced 2.000 $393,990 $197.00 $52,000 3!2/D 1/2 

Bellevue Ranch 2,140 $413,990 $193.45 $52,000 4/2.5 2/2 

Shadow Creek 5.000 1,568 $366,990 $234.05 $60.000 312 1/2 160 110 91 i .08 -4 -0.31 

California Homes 50 X 100 1,883 $396,990 $210.83 $60,000 4/2 112 

Merced 2.000 $416.990 $208.50 $60.000 3/2!0 112 

Compass Point 2.396 $436.990 5182.38 $60,000 4/2.5 212 
2,749 $436,990 $158.96 $60.000 4/3/D 212 
3.101 $468.990 5151.24 $60,000 5/3/D 212 

Copper Creek 5 500 1.457 $378,093 $259.50 $30.000 312 1/2 279 259 251 1.18 7 0.54 

Dunmore Homes 55 X 100 1,708 $371.512 $217.51 $30.000 3/2 1/2 

Merced 1.848 $378.250 $204.68 $30.000 4/2 1/3 

Fahren s Creek 2.338 $427,845 $183.00 $30,000 5,3 2/3 

The Crossing at Fahren's Creek 4,725 1.47;) S289.990 $196.60 SS.ODO 3,2 :;2 253 28 17 1. i 3 11 0.85 

Morrison Hornes 45 x 105 1,607 $310,990 $193.52 $5,000 3/2/0 1/2 

Merced 2,061 $350,990 $170.30 $5,000 4/2.5/D 212 

None 2,265 $375,990 $166.00 $5,000 4i3/B 212 

2,459 $390,990 $159.00 $5,000 4/2.5/D 212 

I Total Market Average: 1,935 $352,688 $187.41 $15,711 2,972 1,402 1,170 0.77 45 0.20 I 
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EXHIBIT II - 28 
SUBJECT PROJECT VERSUS MOST COMPETITIVE DEVELOPMENTS -- NET PRICING 

LOTS SIZED BETWEEN 4,000 AND 5,500 SQUARE FEET 
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EXHIBIT II • 2C 
SUBJECT PROJECT VERSUS MOST COMPETITIVE DEVELOPMENTS·· NET PRICING 

LOTS SIZED BETWEEN 4,000 AND 5,500 SQUARE FEET 
WITH A THIRD QUARTER ABSORPTION RATE OF 0.50 UNITS PER WEEK AND GREATER 
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EXHIBIT II· 3A The Gregory Group 
MOST COMPETITIVE SUMMARY TABLE CA06.07003Merced 
(Lois Sized Between 5,500 And 6,500 Square Feet) 
MERCED MARKET AREA 

Project/ 2006 Third 
Developer/ Total Third Quarter 

Location/ Square Base Price/ Bed/ Levels/ Units Weekly Quarter Weekly 

Price Sq.Ft. Incentives Bath Garage Planned Offered Sold Sales Rate Sales Sales Rate 

Atwater 
Las Casas 6.300 2,000 $389.990 $195.00 $10,000 3i2.5/D/L 2i3 130 92 78 i.16 1 0.08 

Syncon Homes 60 X 105 2,356 $429,990 $182.51 $10,000 3i2.5/D/L 2/3 

Atwater 2,846 $451,990 $158.82 $10,000 3/3/0 1/3 

None 3.232 $482,990 $149.44 $10,000 3/2 1/3 

Stonecreek 6.000 1.708 $374.000 $218.97 $10,000 3/2 1/2 186 43 31 0.49 4 0.31 

Dunmore Homes 60X100 2,060 $351,545 $170.65 $10,000 4/2 1/2 

Atwater 2,329 $388,703 $166.90 $10.000 4/2.5 1/3 

None 2,372 $408.075 $172 04 S10.000 413 2/3 

Merced 
Alfarata Ranch 6,000 1,729 $349,950 $202.40 $25,000 4/2 1/2 12 12 6 0.04 1 0.08 

Ranchwood Homes 60 X 100 1,960 $372.950 $190.28 $25,000 4/2 1/2 

Merced 2,355 $406,950 $172,80 $25,000 4/3 2/3 

None 

El Capitan 6,000 1,375 $326,900 $237.75 $45,000 3/2 1/2 229 170 146 1.04 ·9 ·0.69 

Ranchwood Homes 60 X 100 1,565 $338.950 $216.58 $45,000 3/2 .1/2 

Merced 1,633 $345,950 $211.85 $45,000 4/2 1/2 

None 1,729 $349.950 $202.40 $45,000 4/2 1/3 

1.953 S370,950 8189.94 S45,000 4/2 2/2 
1,960 $372,950 $190.28 $45,000 4/2 1/3 

2,355 $406,950 $172.80 $45,000 4/3 2/3 

Presidio Collection at Moraga (Neighborhood 3) 6,215 1,895 $404.900 $213.67 S14.000 312 1/2 173 6 4 0.36 4 0.31 

Lakemont Homes 55 X 113 2,014 $418.900 $207.99 $14,000 312 1/2 

Merced 2.389 $484,900 $202.97 $14,000 31210 1/3T 

None 2,644 $509,900 $192.85 $14,000 4/2.S!D 2/3T 

Renaissance 5,500 1,408 $312,990 $222.29 $15,000 312.5 2/2 166 36 17 0.40 5 0.38 

California Homes 55 X 100 1,411 $314,990 $223.24 $15,000 3/2 1/2 

Merced 1,631 $321,990 $197.42 $15,000 4/3 212 

None i,688 $325,990 $193.12 $15.000 3/2 1/2 
1,898 $339,990 $179.13 $15,000 4/2.5 2/2 

1,926 $352,990 $183.28 $15,000 4/2.5 212 



Project/ 2006 Third 

Developer/ Total Third Quarter 

Location/ Square Base Price/ Bed/ Levels/ Units Weekly Quarter Weekly 

Master Plan ~~t!?l:z:~ ___ FOO!,i9e Price Sq. Ft. Incentives Bath Garage Planned Offered Sold Sales Rate Sales Sales Rate 

Summercreek 6,000 1 .400 $299,990 $214.28 $75,000 3/2 112 133 133 113 1.27 2 0 15 

Bright Hornes 60 X 100 1,547 $315,990 $204.26 $75,000 312.5 213 

Merced 1,606 $325,990 $202.98 575,000 312 1/2 

None 1,854 $444,990 S240.02 $75,000 3/2 112 

1,936 $446,990 $230.88 $75,000 413 212 
2,323 $479,990 $206.63 $75.000 513 212 

3,297 $573,990 $174.09 $75,000 5/3.5/8 2/2 

The Crossing at River Oaks 6,000 1,403 $312,900 $223.02 $10,000 312 112 72 7 0 0.00 0 0.00 

Sutco Const 60 X 100 1.725 $337,900 $195.88 $10,000 312 1/2 

Merced 2,216 $375,900 $169 63 $10,000 4/2 112 

None 2,295 $379,900 $165.53 510.000 312 1'2 

University Park 5,500 1,513 $328,990 5217.44 $5.000 312 1:'2 131 84 76 1.17 2 0.15 

Morrison Homes 50X110 1,847 5361,990 5195.99 $5,000 412 1:'2 

Merced 2.276 $409.990 $180.14 55,000 4/2.5/D 213 

None 2.468 $420 990 $170.58 $5,000 4!2.5 2:2 

2.781 $450,990 $162.17 $5.000 4:3/8 2/3 

The Prairies at Bellevue Ranch 5,500 1.826 $339,990 $186.19 $20,000 412 1!2 139 20 12 0.32 1 0.08 

Woodside Homes 50X110 2,182 $366,990 S168.19 S20,000 4:2.5 2!2 

Merced 2.333 $379.990 $162.88 $20,000 4!2.5 212 

Bellevue Ranch 2,687 $408,990 $152.21 $20.000 4/3/L 212 

The Willows at Bellevue Ranch 5,775 2,184 $393,990 $180.40 $20,000 4/2.5 213 100 53 41 0.76 14 1.08 

Woodside Hornes 55 X 105 2,841 $445,990 $156.98 $20,000 4/3/L 2/2 

Merced 3.056 $475,990 $155.76 $20,000 413 213 

Bellevue Ranch 

Copper Creek 5,500 1.457 $378,093 $259.50 S30.000 312 1/2 279 259 251 1.18 7 0.54 

Dunmore Hornes 55 X 100 1,708 $371,512 $217.51 $30,000 312 1/2 

Merced 1,848 $378.250 $204.68 $30,000 412 1/3 

Fahren's Creek 2,338 $427,845 $183.00 $30,000 5:3 2!3 

I Total Market Average: 2,061 $388,043 $192.69 $26,655 - 1,750 915 775 0.68 32 0.21 I 
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EXHIBIT II • 3B 
SUBJECT PROJECT VERSUS MOST COMPETITIVE DEVELOPMENTS •• NET PRICING 

LOTS SIZED BETWEEN 5,500 AND 6,500 SQUARE FEET 

1.600 1.900 

MERCED MARKET AREA 

2,200 

OCTOBER, 2006 

2,500 

Horne Size 

2,800 3,100 3,400 

_..;....Presidio Collecflon (N3) 
6,215 sf lots 
0.50 sales/wk 

--..-.. Las Casas 
6.300 sf lots 
1.16 sales/wk 

-...- Stonecreek 
6,000 sf lots 
0.49 sales/wk 

__.._ Alfarata Ranch 
6,000 sf lots 
0.04 sales/wk 

-0- El Capitan 
6,000 sf lots 
1.04 sales/wk 

-1::t- Renaissance 
5,500 st lots 
OAO sales/wk 

--Summercreek 
6,000 st lols 
1.27 sales/wk 

-X-The Crossing at River Oaks 
6,000 sf !ols 
0.00 sales/wk 

- University Park 
5.500 st!ots 
1.17 sales/wk 

-........ The Prairies at Bellevue Ranch 
5500 sf lots 
0.32 salestwk 

-X-The Willows al Bellevue 
Ranch 
5.775 sf lots 
0. 76 sales/wk 

-0- Cooper Creek 
5.500 sf lots 
1 _ 1 R sales/.wk 
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EXHIBIT II· 3C 
SUBJECT PROJECT VERSUS MOST COMPETITIVE DEVELOPMENTS -- NET PRICING 

LOTS SIZED BETWEEN 5,500 AND 6,500 SQUARE FEET 
WITH A THIRD QUARTER ABSORPTION RATE OF 0.50 UNITS PER WEEK AND GREATER 

MERCED MARKET AREA 
OCTOBER, 2006 

1,600 1,800 2.COO 2.200 2.400 2,600 2.800 3,000 

Home Size 

.......,._Pre.s1c10 Ccllec:1on !N3) 
G.?15 sf lc'.s 
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5.775 sf o:s 
1 :.:a sales/"',; qtr 

~Coooe· Creek 
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0 04 sa es.wk qt· 



EXHIBIT II - 4A The Gregory Group 
MOST COMPETITIVE SUMMARY TABLE CA06.07003Merced 
(Lot Sized 6,500 Square Feet And Greater) 
MERCED MARKET AREA 

Project/ 2006 Third 
Developer/ Total Third Quarter 
Location/ Square Base Price/ Bed/ Levels/ Units Weekly Quarter Weekly 

Master Plan Lot Size Footage Price Sq. Ft. Incentives Bath Garage Planned Offered Sold Sales Rate Sales Sales Rate 

Merced 
Mercedes Collection Moraga (Neighborhood 4) 7,345 2,419 $423.000 $174.87 $14.000 3/3 1/3 141 74 1 0.09 1 0.08 

Lakemont Homes 65 X 113 2,544 $434.000 $170.60 $14.000 4/3 1/3T 

Merced 3,142 $479,000 $152.45 $14,000 413.510 2/2 

None 3.505 $499,000 $142.37 $14.000 6/4 213T 

Gardenstone At Bellevue Ranch 7,865 2,484 $440,900 $177.50 $5.000 3/2 1/3 111 61 52 0.96 10 0.77 

Crosswinds Communities 65 X 121 2.699 $450.900 $167.06 $5,000 4/3/L 2/3 

Merced 2,799 $468,900 $167.52 $5,000 4/4/L 2/3 

Bellevue Ranch 3,273 $528,900 $161.59 $5,000 5/4 213 

Redhawk at Bellevue Ranch 6,500 2,172 $354,990 $163A4 $2,000 cY2 1/3 148 98 66 1.27 2 0.15 

Kimball Hil! Homes 65 X 100 2,214 8369,990 $167.11 $2,000 4/2.510 113 
Merced 2,327 $371,990 $159.86 $2,000 412 113 
Bellevue Ranch 2,504 $388,990 $155.35 $2,000 4/2.5/0 213 

Mill House at Fahren's Creek 6,700 2,470 $490,990 $198.78 $3.500 3/2.5 1/3 215 87 78 1.07 10 0.77 

Centex Homes 67 X 100 2,635 $517,990 $196.58 $3,500 4/2.5 213 
Merced 3,291 $557,990 $169.55 $3,500 4/2.5 213 
Fahren's Creek 3,376 $561,990 $166.47 $3.500 4/3.5 213 

3,620 $571,990 $158.01 $3,500 5/3.5 213 

I Total Market Average: 2,793 $465,383 $167.59 $5,971 615 320 197 0.85 23 0.44 I 
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EXHIBIT II - 4B 
SUBJECT PROJECT VERSUS MOST COMPETITIVE DEVELOPMENTS -- NET PRICING 

LOTS SIZED AT 6,500 SQUARE FEET AND GREATER 

2,300 2,500 

MERCED MARKET AREA 

2,700 

OCTOBER, 2006 

2.900 

Home Size 

3.100 3,300 3,500 3,700 
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EXHIBIT II - 4C 
SUBJECT PROJECT VERSUS MOST COMPETITIVE DEVELOPMENTS -- NET PRICING 

LOTS SIZED AT 6,500 SQUARE FEET AND GREATER 
WITH A THIRD QUARTER ABSORPTION RATE OF 0.50 UNITS PER WEEK AND GREATER 

MERCED MARKET AREA 

2,300 2,500 2,700 

OCTOBER, 2006 

2,900 

Home Size 

3,100 3,300 3,500 3.700 

..........,.Me•cedes ::;01 e:t,on (N41 
7 345 sf !ots 
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EXHIBIT II - 5A The Gregory Group 
MOST COMPETITIVE SUMMARY TABLE CA06.07003Merced 
(Developments Located in The Bellevue Ranch Master Planned Community) 
MERCED MARKET AREA 

Project/ 2006 Third 

Developer/ Total Third Quarter 

Location/ Square Base Price/ Bed/ Levels/ Units Weekly Quarter Weekly 

Master Plan Lot Size Footage Price Sq.Ft. Incentives Bath Garage Planned Offered Sold Sales Rate Sales Sales Rate 

Merced 
Gardenstone At Bellevue Ranch 7,865 2,484 $440,900 $177.50 $5.000 312 113 111 61 52 0.96 10 OJI 

Crosswinds Communities 65 X 121 2,699 $450,900 $167.06 $5,000 413/L 2/3 

Merced 2,799 $468,900 $167.52 $5,000 4/4/L 213 
Bellevue Rane', 3,273 $528.900 $161.59 $5,000 5/4 2/3 

Redhawk a1 Bellevue Ranch 6,500 2.172 $354.990 $163 44 52.000 312 ~/3 148 98 66 1.27 ? 0.15 

Kimball Hill Hornes 65 X 100 2214 5369.990 $167.11 $2,000 4:2.5/D 1/3 

Mere ea 2.327 $371.990 $159.86 52.000 412 113 
Bellevue Ranch 2.504 5388,990 $155.35 $2.000 4r2.5!D 2:3 

Reverie at Be!!evue Ranch 5.250 1.453 5299,990 S206.46 $7.000 3!2 112 164 82 68 1.17 .3 -0.23 

Ryland Homes 50 X 105 1.685 $346,990 $205.93 $7.000 412 112 
Merced 1,123 $359.990 $208.93 $7.000 4/2.5 2,2 

Bellevue Ranch 1.849 $369,990 S200 10 S7,000 4/3 2.:2 

Siiver!eaf 3.120 800 S199,990 $249.99 so 212 112 82 54 40 1.82 13 1.00 

Envision Homes 40 X 78 1.201 $219,990 $183.17 so 312 2!2 
Merced 1,476 $249,990 $169 37 so 312 2/2 

Bellevue Ranch 1.668 $269.990 $161.86 so 312 212 
1,835 $289,990 $158.03 so 412 212 

The Meadows at Bellevue Ranch 4.725 1.540 $318.990 $207.14 $10,000 312 112 245 50 40 1.08 7 G.54 

Woodside Homes ,15 X '105 1.900 $344.990 $181.57 s:o,ooo 3(2.5/L 212 
Merced 2.063 $357,990 $173.53 $10,000 3/2.5/L 2/2 
BellevGe Ranch 2,275 $370,990 $16307 $10,000 312.5/B 212 

The Prairies at Bellevue Ranch 5.500 1.826 $339.990 $186.19 $20.000 412 112 139 20 12 0.32 0 08 
Woodside Homes 50 X 110 2.,s2 $366,990 $!68 19 $20,000 4/2.5 212 
Merced 2.333 $379.990 s~ 62 88 S20.000 4/2.5 2-'2 

Bellevue Ranch 2.687 $408,990 $152.21 $20.000 4/3:L 2/2 



Project/ 2006 Third 

Developer/ Total Third Quarter 

Location/ Square Base Price/ Bed/ Levels/ Units Weekly Quarter Weekly 

Master Plan Lot Size Footage Price Sq. Ft. Incentives Bath Garage Planned Offered Sold Sales Rate Sales Sales Rate 

The Villages at Bellevue Ranch 2,275 1,429 $264,990 $185.44 $10,000 212/L 212 227 24 15 056 12 0.92 
Woodside Homes 35 X 68 1,487 $268,990 $180.89 $10,000 312 2/2 
Merced 1,556 $274,990 $176.73 $10.000 3/2 2/2 
Bellevue Ranch 1,733 $287,990 $166.18 $10.000 3/2.5/D 2/1 

1,747 $288.990 $165.42 $10,000 3/2.5/D 2/2 
1,768 $291,990 $165.15 $10,000 312.5/D 212 

The Willows at Bellevue Ranch 5,775 2,184 $393,990 $180.40 $20,000 4/2.5 213 100 53 41 0.76 14 1.08 

Woodside Homes 55 X 105 2.841 $445,990 $156.98 $20,000 4/3/L 212 
Merced 3,056 $475,990 $155.76 $20,000 4!3 213 
Bellevue Ranch 

Windsong at Bellevue Ranch 5,000 1.883 $373.990 $198.61 $32,000 412 1/2 158 48 29 056 0 0.00 

California Homes 50 X 100 1,932 $381,990 $197.72 $42,000 4/2 5 212 
Merced 2,000 $393,990 $19700 552,000 3i2!D 112 
Bellevue Ranch 2,140 $413.990 $193.45 $52,000 4i2.5 2/2 

I Total Market Average: 2,019 $353,402 $178.36 $12,474 1,374 490 363 0.94 56 0.48 I 
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EXHIBIT II - SB 
SUBJECT PROJECT VERSUS MOST COMPETITIVE DEVELOPMENTS-· NET PRICING 

PROJECTS ADJACENT AND LOCATED IN THE BELLEVUE RANCH MASTER PLANNED COMMUNITY 
MERCED MARKET AREA 

OCTOBER, 2006 
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EXHIBIT II - 6A The Gregory Group 

MERCED COUNTY SUMMARY TABLE CA06.07003Merced 

MERCED MARKET AREA 

Project/ 2006 Third 

Developer/ Total Third Quarter 

Location/ Square Base Price/ Bed/ Levels/ Units Weekly Quarter Weekly 

Master Plan Lot Size Footage Price _ _§ci_. Ft. Incentives Bath Garage Planned Offered Sold Sales Rate Sales Sales Rate 

Atwater 

La Paloma 5.000 1.301 $293.900 $225.90 so 312 112 33 29 21 0.31 21 1.62 

Ranchwood Homes 50 X 100 1,405 $298.900 $212.74 so 3!2 1/2 

Atwater 1,536 $305,900 $199.15 so 412 1/2 

None 1,785 $319,900 $179.22 $0 412 1/2 
1.953 $327.900 $167.90 $0 4/2 1/2 

Stonecreek 6,000 1,708 $374.000 $218.97 510.000 3,2 1/2 186 43 31 049 4 0.31 

Dunmore Homes 60 X 100 2,060 $351.545 $17065 $10.000 4/2 112 

Atwater 2,329 $388,703 $166 90 $10.000 4/2.5 1!3 

None 2,372 $408,075 $172.04 $10.000 4/3 2,3 

2.593 $388.990 $150.02 $10,000 4/3 2,3 

Claremont Reserve 6,180 2,237 $388.990 $173.89 $5.000 4/3 212 302 181 161 1.56 3 0.23 

Pacific Union Homes 60 X 103 2.384 $389.990 $163.59 $5.000 3/3 1/3 

Atwater 3.144 $470.990 $149.81 $5,000 513 2/3 

None 3.515 $497,990 $141.68 $5,000 5/3 2/3 

3,905 $514,400 $131.73 $5,000 6/4.5/L 2/3 

Las Casas 6.300 2,000 $389.990 $195.00 $10,000 3/2.5/D/L 2/3 130 92 78 1.16 0.08 

Syncon Homes 60 X 105 2.356 $429.990 $182.51 $10.000 3/2.5/D/L 2/3 

Atwater 2.846 $451,990 $158.82 $10.000 3/3/D 1/3 

None 3,232 $482,990 $149 44 $10,000 3/2 113 

The Heirloom Collection at Silva Meadows 43,560 2.706 $689.500 5254.80 $40.000 4/3 1/3 114 39 27 0.39 4 0.31 

Franco Construction 2,946 $699.500 $237.44 $50,000 4/3 1/3 

Atwater 3,186 $749,500 5235.25 560.000 4/3 1/3 

None 3.552 S814.500 S229.31 $75.000 5/3 1/3 

Del hi 
Countryside s.ooo 1,411 $311,990 $221 11 $2.000 312 1/2 148 148 137 1.34 ·1 -0.08 

California Homes 50 X 100 1,557 $332,990 $213.87 $2.000 3/2.5/D 2/2 

Delhi 1,966 $347,990 $177.00 $2,000 4/2 112 

None 2,032 $359,990 $177.16 $2.000 4/2.5/B 2/2 
2,555 $385.990 $151.07 $2.000 4/3/B 212 
3,009 $421,990 $140.24 $2,000 $/3.5 213 



Project/ 2006 Third 
Developer/ Total Third Quarter 
Location/ Square Base Price/ Bed/ Levels/ Units Weekly Quarter Weekly 

Master Plan Lot Size Footage Price Sq.Ft. Incentives Bath Garage Planned Offered Sold Sales Rate Sales Sales Rate 

Dos Palos 
Tatum Ranch 6,000 1,550 $313,900 $202.52 $2,700 4/2 1/2 129 45 45 0.45 0 0.00 
Aanchwood Homes 60 X 100 1,846 $324,900 $176.00 $2,700 4/2 112 
Dos Palos 2,121 $340,900 $160.73 $2,700 3/2 112 
None 

Landmark 6.000 1,733 $330,900 $190.94 $5,000 312 112 119 76 64 1.00 13 1,00 

K Hovnanian 60 X 100 1,878 $339,900 $180.99 $5,000 412 112 
Dos Palos 1,905 $342,990 $180.05 SS.ODO 413 212 
None 2,074 $348,900 $168.23 $5,000 4/2.5 212 

2,231 $362,990 $162.70 $5,000 413 212 

Mayors Collect1on 6,000 1.801 $354.900 $19706 $10,647 312 1/2 71 13 6 1.20 6 0.46 
Aanchwood Homes 60 X 100 1,953 $366,900 $187.86 $11.000 412 112 
Dos Palos 1,960 $366,900 $187.19 $11,000 412 1/2 
None 2,333 $427.900 $18341 $12,837 3/2 5 2/3 

2,355 $395,900 $168.11 $11.877 413 213 
2,690 $447,900 $166.51 $13.437 313 2/3 
3,032 $461,900 $152.34 $13,857 313 213 

Gustine 
Borrelli Ranch 6,000 1,844 $442,900 $240.18 $25,000 412 113 70 8 5 0.13 0 0.00 
Ranchwood Homes 60 X 100 2,333 $477,900 $204.84 $25,000 4/2 213 
Merced 2,392 $482,900 $201.88 $25,000 413 213 
None 2,690 $497,900 $185.09 $25,000 412 213 

3.032 $512,900 $169.16 $25,000 5/3 213 

Livingston 
Country Lane 5.500 1,770 $345,990 $195.47 $10,000 3/2 113 213 26 14 0.38 1 0.08 
California Homes 55 X 100 2,023 $369,990 $182.89 $10.000 3/2.5 2/3 
Livingston 2,053 $372,990 $181.68 $10,000 312.5/D 113 
None 2,277 $379,990 $166.88 $10,000 3/210 1/2 

2,380 $385,990 $162.18 S10,000 4/2.5 213 
2.695 $399,990 $148.42 $10.000 4/2.5 213 
2,772 $409,990 $147.90 $10,000 412.5/UD 213 

Somerset 5,500 2,036 $384,990 $189.09 $2,500 412 112 160 6 2 0.06 0 0.00 
YCH Communities 55 X 100 2,538 $422,990 $166.66 $2,500 4/3/l 213 
Livingston 2,669 $429.990 $161 11 $2.500 4/3/l 2/2 
None 2.993 $468,990 $156.70 $2.500 4/3/B 213 



Project/ 2006 Third 

Developer/ Total Third Quarter 

Location/ Square Base Price/ Bed/ Leve Isl Units Weekly Quarter Weekly 

Master Plan Lot Size Footage Price Sq. Ft. Incentives Bath Garage Planned Offered Sold Sales Rate Sales Sales Rate 

Parkside 6,000 1,506 $327,990 $217.79 $10,000 3/2 112 184 90 67 1.34 3 0.23 

K Hovnanian 60 X 100 1,648 $337,990 $205.09 $10.000 3/2 112 

Livingstone 1,733 $347,990 $200.80 $10,000 3/2 1/2 

None i,878 $359,990 $191.69 $10,000 4/2 1/2 

2.172 $375,990 $173.11 $10,000 4/2.5 212 

2,231 $381,990 $171.22 $10,000 4/3 212 

Sundance II 6.000 1,708 $327.490 $191.74 $5,000 3/2 1/2 97 24 12 0.55 2 0.15 

Dunmore Homes 60 X 100 2,060 $352,750 $171.24 $5.000 4!2 112 

Livingstone 2,338 $353,990 $151.41 55.000 4/2.5 213 

None 2,795 $412,865 $147.72 $5.000 4i3 2/3 

Los Banos 
Four Seasons 2,000 1,423 $284,990 $200.27 $6.000 2!2 1/2 185 40 3 0.23 3 0.23 

K Hovnanian 40 X50 1,625 $250.000 $153.85 $6.000 2/2.5 2/2 

Los Banos 1,993 $309,990 $155.54 $6.000 3i2.5 212 

None 

Avalon 3,600 1.220 $264,950 $217.17 $0 2/2 112 101 101 87 0.66 1 0.08 

ECI Homes 45 X 80 1,298 $274,950 $211.83 $0 3/2 1/2 

Los Banos 1,370 $274.950 $200.69 $0 312 1/2 

None 

Meadow G!en 4,500 1,587 $393,900 $248.20 520,000 3/2/D 1/2 245 161 138 1.10 13 1.00 

KB Home 45 X 100 1,975 $420,900 $213.11 $20,000 4/2.5 212 

Los Banos 2,250 $445,900 $198. 18 $20,000 3/2.5/L 212 

Meadowlands 2,699 $452,900 $167.80 $20,000 4/2.5 2/2 

Sandstone 5,000 1,568 $397,990 $253.82 $10.000 312 1/2 154 46 30 0.73 1 0.08 

California Homes 50 X 100 1,883 $417,990 $221.98 $10,000 4/2 1/2 

Los Banos 2,000 $427,990 $214.00 $10.000 3/2/0 1/2 

None 2,396 $445,990 $186.14 $10.000 4!2.5 2/2 

2,749 $474,990 $172.79 $10.000 4i3/B 212 

3,101 $494,990 S159.62 $10.000 5/3 2/2 

Meadow Vista 6,000 1,780 $411,990 $231.46 $20.000 4/2 1/2 242 140 139 1.10 3 0.23 

KB Homes 60 X 100 1,906 $419,990 $220 35 $20.000 3/2/D 112 

Los Banos 2,444 $456,990 $186.98 $20,000 3i2.5/L 1!2 

None 2,873 $486,990 $169.51 $20,000 4!2.5/L 2/2 

2,927 $500,990 $171.16 $20,000 4/2.5/D 212 

3.060 $510,990 $166.99 $20,000 513.5/D 2/2 



ProjecU 2006 Third 
Developer/ Total Third Quarter 
Location/ Square Base Price/ Bedl Levels/ Units Weekly Quarter Weekly 

Master Plan Lot Size Footage Price Sq. Ft. Incentives Bath Garage Planned Offered Sold Sales Rate Sales Sales Rate 

North gate 6.000 1.242 $343.900 $276.89 $30.000 312 1/3 544 352 352 1.49 31 2.38 

Ranchwood Homes 60 X 100 1,533 5360,900 $235.42 $30.000 412 112 
Los Banos 1,565 $362,900 $231.88 $30,000 312 113 
None 1,729 $368,900 $213.36 $30.000 412 112 

Teal Landing 6.000 1,706 $424,900 $249.06 $20,000 3/2 1/3 161 119 80 L19 12 0.92 
Anderson Homes 60X100 1.869 $444,900 $238.04 $20.000 3/2 1/3 
Los Banos 2,157 $474.900 $220.17 $20,000 4/2/D 1/3 
None 2,542 $504.900 $198.62 $20,000 4/2/D 1/3 

Vineyards 6.000 1,375 $364.900 $265 38 $10.900 312 1/2 1,260 960 928 2.08 4 0.31 

Ranchwood Homes 60 X 100 1,585 $379.900 $239.68 $11,300 312 112 

Los Banos 1.960 $404,900 5206.58 512.100 4/2 113 
None 2,355 $434.900 5184.67 $13.000 4/3 213 

2.980 $469.900 $157.68 $14,000 5:3 2/3 

Mission Village 6,500 1,844 $432.900 $234.76 510.000 4/2 1/3 400 100 64 0.60 5 038 
Ranchwood Hornes 65X100 2,333 $467.900 5200.56 510.000 412 213 
Los Banos 2,690 $487,900 $181.38 $10,000 4/2/D 2/3 
None 3.032 $502.900 $165.86 $10.000 5:2 2/3 

Magnolia Greve 7.000 1,844 $487.900 $264.59 520.000 4/2 1/3 31 25 18 0.17 5 0.38 
Ranchwood Homes 70X100 2,333 $522.900 $224.13 $20,000 4/2 2/3 
Los Barios 2,690 $542.900 $201.82 $20,000 4/2/0 2/3 
None 3,032 $557,900 $184.00 $20,000 5/2 2/3 

Orchard - errace 7.000 1,844 $432.900 $234.76 $9.000 312 1/2 78 78 32 0.64 -6 -0.46 
.::ianchwood Homes 70 X 100 2,333 $487,900 $209.13 $9,700 3/2.5 213 
Los Banos 2,690 $507,900 $188.81 510,100 4!3 2/3 
None 3,032 5522,900 $172.46 $10,400 513 2/3 

Merced 
Alfarata Ranch 6,000 1.729 $349.950 $202.40 $25.000 4/2 1/2 12 12 6 0.04 1 008 
Ranchwood Homes 60 X 100 1,960 $372,950 $190.28 $25,000 412 1i2 
Merced 2.355 $406.950 $172.80 $25,000 4:3 2/3 
i-Jone 

Cottages at Compass Point 2.500 1.375 $275.990 5200.72 $10,000 3/2.5 1/2 138 48 36 1.13 -2 -0.15 
Bennett Homes 1.430 $295.990 5206 99 $10.000 3/2.5 1/2 

~.~e,ced 1 .t:53 S'.310,990 $18701 S~0.000 •1!2.5 1/2 

None 1,806 $325,990 $180.50 $10,000 4/2.5 112 
1,901 $335,990 $176.74 $10,000 413 1/2 
2,029 $345.990 $170.52 $10.000 4/2.5 112 



ProjecU 2006 Third 

Developer/ Total Third Quarter 

Location/ Square Base Price/ Bed/ Levels/ Units Weekly Quarter Weekly 

Master Plan Lot Size Foota_~~--price Sq.Ft. Incentives Bath Garage Planned Offered Sold Sales Rate Sales Sales Rate 

Cypress Terrace 5,000 1,191 $239,000 $200.67 $10.000 312 1/2 303 220 213 1.15 3 0.23 

Ranchwood Homes 50 X iOO 1,251 5243,900 $194.96 $10.000 3/2 1/2 

Merced 1,475 $255,900 $173.49 S10.000 3/2 1/2 

None 1,633 $262.900 $160.99 $10.000 4/2 112 

1,846 $273.900 $148.37 $10.000 4/2 112 

El Capitan 6.000 1.375 $326.900 $237.75 $45.000 3/2 1/2 229 170 146 1.04 .9 ·0.69 

Ranchwood Homes 60 X 100 1.565 $338.950 $216.58 $45,000 312 1/2 

Merced 1,633 $345.950 $211.85 $45.000 4/2 1/2 

None 1.729 $349,950 $202.40 $45,000 4/2 1/3 

1,953 $370.950 $189.94 545,000 ,;2 2/2 

1.960 5372.950 $190.28 $45.000 4/2 1/3 

2.355 $406.950 $172.80 $45.000 4/3 2/3 

Fairview Meadows 4.750 1,979 $340.000 S171 80 so 3/2.5/l 212 112 28 5 0.15 -3 -0.23 

KB Home 50 X 95 2.093 5350.000 $167.22 so 3/2.5/L 2/2 

Merced 2.177 5360.000 $165.37 so 3/2 5/L 2/2 

None 2.452 $380,000 $154.98 so 3/2.5/L 2/2 

2.763 $410,000 $148.39 so 4/2.5/L 2/2 

Mariposa Collection at Moraga (Neighborhood 2) 5.085 1.537 $314,900 $204.88 $14,000 3/2 1/2 206 5 2 0.18 2 0.15 

Lakemont Homes 45 X 113 1,683 $327.900 $194.83 $14,000 4/2 1/2 

Merced 2.092 $359.900 $172.04 $14,000 4/2.5 2/2 

None 2,229 $369.900 $165.95 $14,000 4!2.5 2/3'T 

Presidio Collection at Moraga (Neighborhood 3) 6,215 1,895 $404,900 $213.67 $14.000 3/2 112 173 6 4 0.36 4 0.31 

Lakemont Homes 55 X 113 2,014 $418,900 $207.99 $14.000 3/2 112 

Merced 2.389 $484,900 $202.97 $14,000 3/2/D 113T 

None 2.644 $509,900 $192.85 $14.000 412 5!0 2/3T 

Mercedes Collection Moraga (Neighborhood 4j 7.345 2.419 $423.000 $174.87 $14,000 3!3 1/3 141 74 1 0.09 1 008 

lakemont Homes 65 X 113 2,544 $434.000 $170.60 $14.000 4/3 1/3T 

Merced 3.142 $479.000 $15245 $14,000 413,5:0 2/2 

None 3.505 $499 000 $142.37 $14,000 614 2/3T 

Renaissance 5,500 1.408 $312,990 5222 29 Si 5,000 3/2.5 212 166 36 17 0.40 5 0.38 

California Homes 55 X 100 1,411 $314.990 $223.24 $15,000 3/2 1/2 

Merced 1.631 $321.990 $197.42 $15,000 4/3 2/2 

None 1,688 $325,990 $193.12 $15,000 3/2 1/2 

1,898 $339,990 $179,13 515,000 4/2.5 212 
1,926 $352,990 $183.28 $15.000 4/2.5 212 



Project/ 2006 Third 

Developer/ Total Third Quarter 

Locatlon/ Square Base Price/ Bed/ Levels/ Units Weekly Quarter Weekly 

Master Plan Lot Size Footage Price Sq. Ft. Incentives Bath Gara2e Planned Offered Sold Sales Rate Sales Sales Rate 

Sandcastle 5.000 1,272 $307.990 5242.13 $2.000 3/2 1/2 334 168 136 1.26 ·1 -008 

California Homes 50 X 100 1,554 $341 ,990 $220.07 $2,000 3125 2/2 

Merced 1,660 8337.990 5203.61 $2.000 3/2 1/2 

None 1.899 $357.990 $188.52 $2.000 4/2.5 212 
2,140 $374.990 S175.23 $2,000 4/2.5 212 
2,555 $411.990 S161.25 $2.000 413/D 212 

Sierra Vista 4.700 1,277 $289.990 $227.09 so 2/2 1/2 43 43 25 0.46 -1 ·008 

Summerton Homes 47 X 100 1,637 $314,990 $19242 so 212.5 112 

Merced 2,055 5359.990 $175.18 so 312.5 112 

None 2,346 $379,990 $161.97 so 3/2.5 212 
2,637 $399,990 $151.68 so 3/2.5 2/2 

2.900 $439.990 $151 72 so 3/2.5/0 2/2 

3,288 $459.990 $139 90 so 3/2.5/0 2/2 

3.553 $479.990 $135.09 so 312.510 2/2 

Sur,mercreek 6.000 1,400 $299.990 5214.28 $75,000 3:2 112 133 133 113 1.27 2 0.15 

Brigh1 Homes 60 X 100 1.547 $315.990 $204.26 575,000 3/2.5 2.f3 

Merced 1.606 5325.990 S202.98 $75,000 3!2 1/2 

None 1.854 5444.990 $240.02 575,000 3:2 112 
1,936 5446.990 $230.88 $75.000 4i3 212 

2,323 $479,990 $206 63 575,000 5/3 212 
3,297 5573,990 $174.09 575,000 513.SjB 212 

Sumrni-: Meadows 5000 1.301 $289,900 $222.83 535,000 3/2 112 154 100 95 0.72 -4 -0.31 

4a:1cr.wood ~omes 50 X 100 1.4C5 $294,900 $209.89 $35.000 3/2 1/2 

Merced 1,536 $301.900 $196.55 $35.000 412 1/2 

None 1,785 $314,900 $176.41 $35.000 412 1/2 

-re Crossing at River OaKs 6,000 1,403 $312.900 $223.02 $10,000 3!2 1/2 72 7 0 000 0 0.00 

Sutco Const 60 X 100 i,725 $337.900 $195.88 $10,000 312 1/2 

Merced 2.2'.6 $375.900 $169.63 $10.000 4i2 1/2 

None 2.295 $379.900 $165.53 $10.000 3/2 1/2 

TL.scany Estates 5,000 1.251 $286.900 $229.34 $25,000 3:2 1:2 92 92 72 0.69 2 0.15 

q3_rcrwood H1::,r11es .,o X 100 1 475 S?'.=le_goo S?0?.64 S?S 000 3/2 112 

Merced 1.633 $305.900 $187.32 525.000 4!2 1:2 

None 1.846 $316,900 $171.67 $25.000 412 i:'2 

University Park 5.500 1.513 $328.990 $217 44 S5.000 3/2 112 131 84 76 1.17 2 0.15 

Morrison Homes 50X110 1.847 $361.990 $195.99 $5.000 4/2 1/2 

Merced 2,276 $409,990 $180.14 $5.000 412.5/D 2/3 

None 2,468 $420,990 $170.58 $5,000 4/2.5 2/2 
2,781 $450,990 $162.17 $5,000 4/3/B 213 



Project/ 2006 Third 
Developer/ Total Third Quarter 
Location/ Square Base Price/ Bed/ Levels/ Units Weekly Quarter Weekly 

Master Plan Lot Size Footage Price Sq. Ft. Incentives Bath Garage Planned Offered Sold Sales Rate Sales Sales Rate 

Gardenstone At Bellevue Ranch 7.865 2,484 $440.900 $177.50 $5.000 3/2 1/3 111 61 52 0.96 10 0.77 
Crosswinds Communities 65 X 121 2,699 $450.900 $167.06 $5.000 413/L 213 
Merced 2,799 $468,900 $167.52 $5,000 4/4/l 2/3 
Bellevue Ranch 3,273 $528.900 $161.59 $5,000 5/4 213 

Redhawk at Bellevue Ranch 6,500 2,172 $354,990 $163.44 $2,000 3/2 113 148 98 66 1.27 2 0.15 
Kimball Hill Homes 65 X 100 2,214 $369.990 $167.11 $2.000 4/2.5/D 1/3 
Merced 2.327 $371,990 $159.86 $2,000 412 113 
Bellevue Ranch 2.504 $388,990 $155 35 $2 000 4i2 5/D 213 

Reverie at Bellevue Ranch 5,250 1,453 $299.990 $206.46 $7,000 3/2 112 164 82 68 1.17 -3 -0.23 
Ryland Homes 50 X 105 1,685 $346,990 $205.93 $7.000 4!2 1/2 
Merced 1,723 $359.990 $208.93 $7.000 4/2.5 2/2 
Bellevue Ranch 1.849 $369.990 $200 10 $7.000 4/3 212 

Silverleaf 3,120 800 $199,990 $249.99 so 2/2 1/2 82 54 40 1.82 13 1.00 
Envision Homes 40 X 78 1,201 $219,990 $183.17 so 3/2 2!2 

Merced 1,476 $249,990 $169.37 $0 312 212 
Bellevue Ranch 1,668 $269,990 $161.86 $0 3/2 212 

1,835 $289,990 $158.03 so 4/2 212 

The Meadows at Bellevue Ranch 4.725 1,540 $318.990 $207.14 $10.000 3/2 112 245 50 40 1.08 7 0.54 
Woodside Homes 45 X 105 1,900 $344,990 $181.57 $10.000 3/2.5/L 2/2 
Merced 2.063 $357,990 $173.53 $10,000 312.5/L 2/2 
Bellevue Ranch 2.275 $370,990 $163.07 $10,000 3/2.5/B 2/2 

The Prairies at Bellevue Ranch 5,500 1,826 $339,990 $186.19 $20.000 412 1/2 139 20 12 0.32 1 0.08 
Woodside Homes 50 X 110 2,182 $366,990 $168.19 $20.000 412.5 2/2 
Merced 2,333 $379.990 $162.88 $20.000 4/2.5 2/2 
Bellevue Ranch 2.687 $408,990 $152.21 $20,000 4/3/L 212 

The Villages at Bellevue Ranch 2,275 1,429 $264.990 $185.44 $10.000 2/2/L 212 227 24 15 056 12 092 
Woodside Homes 35 X 68 1,487 $268.990 $180.89 $10,000 3/2 212 
Merced 1,556 $274.990 $176.73 $10,000 3/2 212 
Bellevue Ranch 1.733 $287 990 $166.18 $10.000 3/2.5/0 211 

1.747 $288,990 $165.42 510,000 312.5:o 2!2 

1,768 $291,990 $165.15 $10,000 3/2.5/D 212 

The Willows at Bellevue Ranch 5.775 2,184 $393,990 $180.40 $20,000 412.5 213 100 53 41 0.76 14 1.08 
Woodside Homes 55 X 105 2,841 $445.990 $156.98 $20,000 4/3/L 2/2 
Merced 3,056 $475.990 $155.76 $20,000 4/3 213 
Bellevue Ranch 



Project/ 2006 Third 

Developer/ Total Third Quarter 

Location/ Square Base Price/ Bed/ Levels/ Units Weekly Quarter Weekly 

Master Plan Lot Size Footage Price Sq. Ft Incentives Bath Garage Planned Offered Sold Sales Rate Sales Sales Rate 

Windsong at Bellevue Ranch 5,000 1,883 $373,990 $198.61 $32,000 412 1/2 158 48 29 0.56 0 0.00 

Cali1ornia Homes 50 X 100 1,932 $381.990 $197.72 $42,000 4/2.5 212 

Merced 2,000 $393,990 $197.00 $52,000 3/2/D 112 

Bellevue Ranch 2,140 $413,990 $193.45 $52,000 4/2.5 2/2 

Shadow Creek 5.000 1,568 $366,990 $234.05 $60,000 3/2 112 160 110 91 1.08 -4 -0.31 

California Homes 50 X 100 1.883 $396,990 $210.83 $60,000 412 112 

Merced 2,000 $416,990 $208.50 $60,000 3/2/D 1/2 

Compass Point 2,396 5436,990 5182.38 $60.000 4/2.5 212 

2,749 $436,990 S158.96 $60.000 4i3!D 212 

3,101 $468,990 $151 24 $60.000 5/3/D 212 

Copper Creek 5,500 1,457 $378.093 $259.50 530,000 3/2 112 279 259 251 1. i 8 7 0.54 

Dunmore Homes 55 X 100 1.7oa $371.512 $217 51 $30,000 3f2 112 

Merced 1.848 $378.250 $204.68 530.000 4!2 1/3 

Fahren's Creek 2.338 $427.845 $183.00 $30,000 5:3 213 

Mill House at Fahren's Creek 6,700 2,470 $490,990 $198.78 53.500 312 5 1/3 215 87 78 1.07 10 0.77 

Centex Homes 67 X 100 2,635 $517,990 $196.58 53.500 4/2.5 213 

Merced 3,291 $557,990 $16955 $3,500 4/2.5 213 

Fahren's Creek 3,376 $561.990 $166.47 $3,500 4i3.5 213 

3,620 $571.990 $1 58 01 $3.500 5/3.5 2/3 

The Crossing at Fahren's Creek 4,725 1 .475 $289.990 $196.60 $5.000 312 112 253 28 17 1.13 11 0.85 

Morrison Homes 45 x 105 1.607 $310,990 $193.52 $5.000 312/D 1/2 

Merced 2,061 $350,990 $170.30 SS.ODO 4/2.5/D 2/2 

None 2,265 $375,990 $166.00 $5,000 4/3/B 212 

2,459 $390,990 $159.00 $5,000 4/2.5/D 212 

1,538 $291,950 $189.82 $5,000 3/2/D 1/2 

1,715 $301.950 $176.06 $5,000 3/2/D 1/2 

Winton 
Winfield Station 6,200 1.203 $289,900 $240 98 $5.000 312 1.'2 74 39 31 0.62 0 0.00 

Lakemont Homes 60 X 105 1.354 $301.900 $222 97 $5.000 4!2 1:2 

\'Vinton 1,555 $312.900 $201.22 $5.000 4!2 1:2 

None i .878 $328,900 $175.13 $5,000 o,< • 0 

"" 
2,196 $353.900 8161.16 $5,000 4/3 4i3 

Quail Hollow 6,300 1,756 $319,990 $182.23 87.000 3/2 112 270 78 76 1.03 5 0.38 

R.y:a,,d Hornes 63 X ~00 2.oe 1 $339.990 S163.38 $7 000 ::\:? i; 212 

Winton 2.194 $364.990 $166 36 $7.000 3i2 5 113 

None 2,379 $374.990 $157.63 $7,000 412.5 113 

2,669 $409,990 $153.61 $7,000 5/3.5 213 



Project/ 2006 Third 
Developer/ Total Third Quarter 
Location/ Square Base Price/ Bed/ Levels/ Units Weekly Quarter Weekly 

Master Plan Lot Size Footage Price Sq.Ft. Incentives Bath Garage Planned Offered Sold Sales Rate Sales Sales Rate ··---------
I Total Market Average: 2,107 $386,984 $188.16 $15,315 - 10,421 5,259 4,395 0.80 216 0.30 j 
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EXHIBIT II - 68 
MERCED COUNTY DEVELOPMENTS -· NET PRICING 

MERCED MARKET AREA 
OCTOBER, 2006 

/ 

1,700 2,000 2,300 

Home Size 

2,600 2,900 

Green 

Black 
Bros',q 

f·'ink 

Blue 
Violet 

3.200 

Atwater Proiects 
Delhi Projects 
Dos Pa!osProjects 
Gustine Projects 
Livingston Projects 
Los Banos 1-'roiects 
Merced Pro1ects 
Planada Projects 
Winton Projects 

3.500 3.800 



EXHIBIT II • 7 A 
HISTORICAL SALES SUMMARY TABLE 
MERCED MARKET AREA 

1st Qtr 

City of Merced 2004 
Average Price $241,968 

Average Size 1,961 

Average Price/Sq Ft $128,08 

Quarter New-Home Sales 172 

Total Annual New-Home Sales 

Quarter WSR 1.47 

Total WSR 1.55 

Average Lot Size 6,160 

Number of Projects 9 

Total Inventory 849 

Unsold Inventory 46 

Weeks of Inventory 3 

Merced County 
Average Price $258.282 

Average Size 1,979 

Average Price/Sq Ft $134.27 

Quarter New-Home Sales 443 

Total Annual New-Home Sales ' 
.. 

QuarterWSR 1.55 

Total WSR 2,30 

Average Lot Size 6,029 

Number of Projects 22 

Total lnven1ory 2.073 

Unsold Inventory 166 

Weeks of Inventory 3 

2nd Otr 

$261,850 

1,934 

$141.04 

268 

2.29 

2.24 

5,716 

9 

896 

45 

2 

$289,831 

2,026 

$148.07 

599 
.. 

1.92 

2 07 

5,723 

24 

2.551 

127 

3 

3rd Otr 4th Otr 1st Otr 

2005 

$284,451 $300,176 $329,580 

1,855 1,829 1,891 

$159,39 $170.49 $185,39 

129 352 240 

921 .. 

1.10 2.02 1.68 

1.83 2.71 2,25 

5,511 5,460 5.455 

9 10 11 

880 615 933 

64 25 16 

4 0 0 

$325,288 $333,483 $353,603 

2,087 2,062 2,076 

$160,62 $167,86 $177.66 

380 717 495 

-- 2,139 .. 
1.17 i.97 ' i .41 

2,27 1.86 1,89 

5,828 5,839 5,855 

25 28 27 

2,675 2,523 2,569 

113 88 54 

2 2 1 

2nd atr 3rd Otr 4th Otr 

$364,090 $383,669 $401,741 

2,076 2,057 1,999 

$185.43 $195,81 $207,62 

197 138 185 
.. .. 760 • l 

1.17 1.06 1.09 • • 
1.84 1,66 1,66 

5,646 5,520 5.496 

13 13 13 

1.156 818 1,167 

66 140 194 

3 8 9 

$379,623 $397,663 $413,170 

2,134 2,117 2,103 

$185.16 $194,91 5202,78 

507 344 412 
• .. .. 1,758 

1.18 0.95 1 06 

1,72 1,51 1,48 

7,010 7,184 6,980 

33 28 30 

3,203 2,631 3,025 

133 258 588 • 
2 6 13 l 

• 

1st Otr 

2006 

$391,122 

2,022 

$198,91 

174 
.. 

0.64 

i.15 

5.421 

21 

1,959 

247 

10 

$405,939 

2,100 

$198.94 

374 
.. 

0.65 

1.17 

6,468 

44 

4,704 

782 

15 

The Gregory Group 
CA06.07003Merced 

2nd Qtr 3rd Otr 

$375,413 $367,918 

2,030 2.030 

$190.01 $184,60 

149 82 
.. 405 

0.48 0,22 

0,96 0,80 

5,240 5,294 

24 29 

2,187 2,200 

324 453 

14 19 

3392,924 $386,984 

2.100 2,107 

$192.54 $187.47 

251 216 
.. 835 

0.41 0,30 

0,95 0,80 

6,296 6.135 

47 57 

4.905 5,259 

831 864 

19 19 



EXHIBIT II - 78 
HISTORICAL MARKET SUMMARY 
MERCED MARKET AREA 

Merced Market Area 1st Otr 
2003 

2nd Otr 3rd Otr 

Average Base Price $185.543 S208,205 5227.114 

Average Incentive $1.771 $1 594 $1.659 

Average Net f'rice Si83,l7~ $206.611 $256.217 

Average Net Price Change 11.1 "~ 19.4°10 

Average Safes Rate 1.20 1./7 1.90 

Quarter Sales 62 119 132 

Quarter Saies Rate 095 1.53 L45 

Total Sales '' 

4th Otr 1st Otr 

$222.752 $241,178 

S1 ,475 $1 .481 

$221.277 $239,697 

· 15.a~·o 7.T"'/o 

1.46 1.56 

479 190 
1.99 1.46 

792 ' 

2004 2005 
2nd Qtr 3rd Otr 4th Otr j 1st Qtr 2nd Otr 3rd Qtr 4th Otr ! 

$264,439 $286, 125 $308,958 5333,729 $383.033 $411.862 $425.662 

$1,493 $1.234 $1 .549 $1.874 $1.973 Si ,657 $2.769 

5262,946 $284.891 $307.408 $331,854 $381 ,060 $410,206 5422.892 

8.8°/0 7 .7°/o 7.3'% 7.4'%, 12.9'\:, 7.1 °o 3.0°:o 

2.06 '.73 2 20 2.30 1.79 L63 1.55 

315 184 467 361 231 163 207 

202 1.18 2.76 1.98 1.11 1.04 1.00 
'' '' 1.156 '' '' 962 

MERCED MARKET AREA AVERAGE NET HOME PRICE AND QUARTER SALES RATE 

S45:J,OCC 

S400.000 

8350.CCO 

(I) $300,000 
() 
'i: 
"-
-;: 5250.000 
z 

"' ~ 5200.00C 

~ 
ct $150.000 

$100.000 

$50.008 

s;, 

The Gregory Group 
CA06.07003Merced 

2006 
1st Qtr 2nd Qtr 3rd Qtr 

$406,069 5389.242 5379.979 
$6,683 $19,565 $18,015 

S399,386 $367,677 $359.957 
-5.9°/o ·8.6d0 ·2.1"/o 

1.09 0.95 0.79 
209 169 115 
0.64 0 45 0.26 
'' '' 486 

- 2.80 

2.30 

"' 1.80 ,; 
a: 
en 
<!) 

""iii 
ti) 

1.30 

0.80 

0.30 
01 2003 02 2003 03 2003 04 2004 01 2004 02 2004 03 2004 04 2004 01 2005 02 2005 03 2005 04 2005 01 2006 02 2006 03 2006 

1111111111111 Average Net Price -+-Quarter Sales Rate 



EXHIBIT II - 8 The Gregory Group 
COMPETITIVE PROJECTS HOA/SPECIALTY TAX SUMMARY TABLE CA06.07003Merced 
MERCED MARKET AREA 

Project/ 

Developer/ Monthly Monthly Total 

Location/ Square Base Price/ Bed/ Levels/ HOA Special Tax Monthly 

Master Plan Lot Size Footage Price Sq. Ft. Incentives Bath Garage Fees Fees Fees 

Atwater 

Claremont Reserve 6,180 2,237 $388,990 S173.89 S5.000 4/3 2/2 sooo $0 00 SO.OD 
Pacific Union Homes 60 X 103 2.384 S429,990 $180.36 $5,000 3,3 1/3 

Atwater 3,144 $485.990 5154.58 SS.000 5/3 2/3 

None 3,515 $497.990 $141.68 S5.000 5/3 213 

3.905 5514.400 $131.73 $5.000 6/4.5/L 2/3 

La Paloma 5.000 1,301 $293,900 $225.90 $35,000 3'2 1/2 SO.DO $0.00 SO.DO 
Ranchwood Homes 50 X 100 1 ,405 $298.900 5212.74 $35.000 3/2 1/2 
Atwater 1.536 $305.900 $199.15 $35,000 4/2 1/2 

None 1.785 5319.900 $179.22 $35,000 4/2 1/2 

1,953 $327.900 $167.90 $35,000 4/2 1/2 

Las Casas 6,300 2,000 $389.990 $195.00 510,000 3/2.5/0/L 2/3 S0.00 S45.00 545.00 

Syncon Homes 60 X 105 2,356 $429.990 5182.51 $10,000 3/2.5/0/L 2/3 
Atwater 2,846 $451,990 $158.82 510,000 3/3/D 113 

None 3,232 5482.990 5149.44 $10,000 3/2 113 

Stonecreek 6,000 1,708 $374 000 $218.97 $40,000 312 1/2 $0.00 $164.00 $164.00 

Dunmore Homes 60 X 100 2.060 $399.990 $194.17 $40,000 4/2 1/2 

Atwater 2,329 S423.990 $182.05 540.000 4/2.5 1/3 

None 2,372 $444,440 $187.37 $40,000 4/3 2i3 

2.593 5448.990 $173.15 $40.000 4/3 2/3 

The Heirloom Collect1on at Silva Meadows 43,560 2,706 $689,500 $254.80 $40,000 4/3 1/3 $0.00 S0.00 50.00 
Franco Construction 2,946 $699.500 S237 44 550.000 4/3 1/3 

Atwater 3,186 $749,500 $235.25 $60,000 413 1/3 

None 3.552 $814.500 5229 31 $75.000 5/3 1/3 



Project/ 

Developer/ Monthly Monthly Total 

Location/ Square Base Pnce/ Bed/ Levels/ HOA Special Tax Monthly 

Master Plan Lot Size Footage Price ~.Ft Incentives Bath Garage Fees Fees Fees 

Merced 

Alfarata Ranch 6.000 1.729 $349,950 $202.40 $25,000 412 112 $0.00 $41.25 $4125 

Ranchwood Homes 60 X 100 1,960 $372.950 $190.28 $25,000 4/2 1:2 

Merced 2,355 $406,950 $172.80 $25,000 413 2/3 

None 

Cottages at Compass Point 2.500 1,375 $275,990 $200.72 $10,000 3/2.5 1/2 S0.00 $60.00 $60.00 

Bennett Homes 1.430 $295.990 $206.99 $10,000 3/2.5 1!2 

Merced 1,663 $310.990 $187.01 $10.000 4/2.5 1!2 

None 1.806 $325.990 $180.50 $10,000 412.5 112 

1.901 $335.990 $176 74 $10,000 4!3 1:2 

2.029 $349.990 $172.49 $10,000 4!2.5 112 

Cypress Te·race 5.000 1.191 $279.990 $235.09 $10.000 312 1/2 SO.DO S0.00 so 00 

Ranchwood Homes 50 X 100 1.251 5283.990 $227.01 $10.000 312 1/2 

Merced 1,475 $395.990 526847 $10.000 3!2 1i2 

!'.one 1.633 $302.990 S185.54 $10.000 4i2 1!2 

1.846 5313,990 S170.09 $10.000 4/2 1/2 

::1 Capitan 6,000 1.375 $326.900 5237.75 $45,000 312 1/2 so.oo SO.OD SO.DO 

Rarchwooc Homes 60 X 100 1,565 $338,950 $216.58 $45,000 3/2 1/2 

\.~erced 1.633 $345,950 $211.85 $45,000 4/2 1/2 

r\one 1.729 $349,950 $202.40 $45,000 4/2 1/3 

1,953 $370,950 $189.94 $45,000 412 212 

1,960 $372.950 $190.28 $45.000 4/2 1/3 

2,355 $406.950 $172.80 $45,000 4/3 2/3 

Fairview Meadows 4.750 1.979 $340.000 $171.80 so 3/2.5/L 212 S0.00 $0 00 $0.00 

KB Ho'.lle SOX 95 2.093 $350.000 $167.22 $0 3/2.5!L 212 

Verced 2,177 $360.000 $16537 $0 3/2.5!L 2/2 

NnnP 2.452 $380,000 $154_98 so 3/2.S!L 2/2 

2.763 $410,000 $148 39 so 412.5/L 2/2 

Moraga - Neighborhood 2 5,085 1.537 $319,000 $207.55 $2.000 3/2 1/2 $86.50 $174.67 $261.17 

La.ht::ff1Uf1t l iViT,<:;;; 
AC V i ~ 'J 1,633 $329.000 S~95.'18 S:2,000 .112 11:2 

Merced 2.036 $364.000 $178.78 $2,000 4/2.5 212 

Nor'.e 2.229 $384.000 $172.27 $2,000 4/2.5 2!3T 



ProjecU 

Developer/ Monthly Monthly Total 

Location/ Square Base Price/ Bed/ Levels/ HOA Special Tax Monthly 

Master Plan Lot Size Footage Price Sq. Ft. Incentives Bath Garage Fees Fees Fees 

Moraga - Neighborhood 3 6.215 1,895 $359.000 $189.45 $2.000 3/2 112 $86.50 $196.23 $282.73 
Lakemont Homes 55 X 113 2,014 $374,000 $185.70 $2.000 312 112 

Merced 2.355 $399.000 $169.43 $2.000 312/D 1/3T 

None 2,644 $419,000 $158.47 $2.000 412510 2/3T 

Moraga - Neighborhood 4 7,345 2,419 $423,000 $174.87 $2.000 313 1:3 $86.50 $230.32 $316.82 

Lakemont Homes 65 X 113 2,544 $434.000 $170.60 $2.000 4/3 1!3T 

Merced 3,142 $479.000 $152.45 82.000 4!3.S!D 212 

None 3,505 $499.000 $142.37 $2.000 5:4 2/3T 

Renaissance 5,500 1,408 $312,990 $222.29 $17.000 3/2.5 2/2 so 00 $77.00 $77.00 

California Homes 55 X 100 1.411 $314,990 $223.24 $17,000 312 1/2 

Merced 1,631 $321.990 $197.42 $17,000 4/3 212 

None 1,688 $325.990 $193.12 $17,000 312 112 

1.898 $339.990 $179.13 $17.000 4/2.5 212 

1,926 $352,990 $183.28 $17.000 4/2.5 2/2 

Sandcastle s.ooo 1,272 $307.990 $242.13 $45.000 3/2 112 S0.00 $75.00 $75.00 
California Homes 50 X 100 1,554 $341,990 $220.07 $45,000 3/2.5 2/2 
Merced 1,660 $337.990 $203.61 $45,000 312 112 

None 1,899 $357,990 $188.52 $45,000 4/2.5 2/2 
2,140 $374,990 $175.23 $45,000 4/2.5 2/2 

2.555 $411,990 $161.25 $45,000 413/D 2/2 

Sierra Vista 4,700 1,277 $289,990 $227.09 $5.000 2!2 1/2 $0.00 $43.25 $43.25 
Summerton Homes 47 X 100 1,637 $314,990 $192.42 $5,000 2/2.5 1/2 

Merced 2.055 $359.990 S175 18 $5.000 3/2.5 1/2 
None 2,346 $379,990 $161.97 $5.000 3125 2/2 

2,637 $399.990 $151.68 $5,000 312.5 2/2 

2,900 $439,990 $151 72 $5,000 3/2.5/D 2/2 
3,288 $459,990 $139.90 SS.ODO 3/2.5/D 2/2 
3,553 $479.990 $135 09 $5,000 3/2.5/D 2/2 



Project/ 

Developer/ Monthly Monthly Total 

Location/ Square Base Price! Bed/ Levels! HOA Special Tax Monthly 

Master Plan Lot Size Footage Price Sq. Ft. Incentives Bath Garage Fees Fees Fees 

Sum'Tlercreek 6.000 1,400 5299.990 $214.28 $75,000 312 112 So.oo $52.36 $52.36 

Bright Homes 60 X 100 1,547 $315,990 $204.26 $75,000 3/2.5 213 

Merced i,606 $325,990 $202.98 $75,000 312 112 

None 1,854 $444,990 $240.02 $75,000 312 i/2 

1,936 $446,990 $230.88 $75.000 413 2/2 

2,323 $479,990 $206.63 $75.000 513 2/2 

3.297 5573.990 $174.09 $75,000 5/3.5/B 2/2 

Summit Meadows 5,000 1,301 $289.900 $222 83 $35,000 312 112 S0.00 $0.00 SO.DO 

Ranchwood Homes 50 X 100 1.405 $394.900 $281.07 535.000 3f2 112 

Merced 1,536 $301.900 5196.55 $35,000 412 112 

None 1.785 S314,900 $176.41 $35.000 4!2 112 

Tuscany Esta1es 5.000 1.251 5286.900 $229.34 $25.000 312 1/2 $0.00 $41.25 $41.25 

Ranchwood Homes 50 X 100 1.4 75 $298,900 $202 64 $25.000 312 112 

Merced 1,633 $305.900 $187.32 $25,000 4!2 1/2 

None 1.846 $316,900 $171.67 $25.000 4/2 112 

Univers,ty Pan<.: 5,500 1,513 $328.990 $217.44 $25,000 312 1/2 $0.00 $57.33 S57.33 

Mornson Homes 50 X 110 1.847 $361,990 $195.99 $25.000 412 112 

Merced 2,276 $409.990 $180.14 S25,000 4/2.5/D 213 

None 2.468 $420,990 $170.58 $25,000 4/2.5 212 

2,781 $450,990 $162.17 $25,000 4/3/8 213 

Gardenstone At Bellevue Ranch 7.865 2.484 $440,900 $177.50 $5.000 3/2 113 $0.00 $110.00 $110.00 

Crosswinds Communities 65 X 121 2,699 $458,900 $170.03 $5,000 4/3/L 2!3 

Merced 2,799 $483,900 $172 88 $5,000 4/4/L 2/3 

Bellevue Ranch 3.273 $528,900 $161.59 $5.000 514 2!3 

Redhawk at Bellevue Ranch 6,500 2.172 $425.990 $196.13 57.000 3!2 113 $0.00 $112.00 $112.00 

K,mba!! Hil! Horn':'s RSX 100 ?.::?14 $441.990 Si99.63 S7.000 4/2.s:o 1/3 

Merced 2,327 $443,990 $190.80 $7,000 412 i/3 

Bellevue Ranch 2504 $457.990 $182.90 $7,000 4/2.5/0 2!3 

Heverie i:U i3t'iievue Rct11d1 G.2GO ;_4::i3 $389,990 S233.'.J'.J Si2,000 3/2 :/2 SO.DO $~00,00 $100.00 

Ryland Homes 50 X 105 1,685 5357,990 $212.46 $12.000 412 112 

Merced 1.723 $367.990 $213.58 $12,000 4/2.5 212 

Bellevue Ranch i,849 $379.990 $205.51 $12,000 413 212 



Project/ 

Developer/ Monthly Monthly Total 

Location/ Square Base Price/ Bed/ Levels/ HOA Special Tax Monthly 

Master Plan Lot Size Footage Price Sq. Ft. Incentives Bath Garage Fees Fees Fees 

The Meadows at Bellevue Ranch 4,725 1,540 $318.990 $207.14 $20.000 3/2 1/2 $0.00 $135.00 5135.00 

Woodside Homes 47 X 105 1,900 $344,990 $181.57 $20,000 3/2.5/L 2!2 

Merced 2,063 $357.990 $173.53 $20,000 3/2.5/L 2/2 

Bellevue Ranch 2,275 $370,990 $163.07 $20,000 3/2.5/B 212 

The Prairies at Bellevue Ranch 5,500 1,826 $343,990 $188.38 $20,000 412 1;2 50.00 $147.00 $147.00 

Woodside Homes 50X110 2,182 $379,990 $174.15 520.000 4/2.5 2/2 

Merced 2.333 5392.990 $168.45 $20,000 4/2.5 212 

Bellevue Ranch 2,687 $421,990 $157.05 520.000 4!3/L 212 

The Villages at Bellevue Ranch 2,275 1,429 $264,990 $185.44 $5.000 2/2/L 2!2 S0.00 $114.00 $114.00 

Woodside Homes 35 X 68 1,487 $268,990 $180 89 SS.000 312 212 

Merced 1,556 $274,990 $176.73 $5.000 312 2/2 

Bellevue Ranch 1,733 $287,990 $166 18 55,000 3!2.5/D 2/1 

1,747 5288,990 $165.42 $5,000 3/2.SID 2i2 

1,768 $291,990 $165.15 $5,000 3/2.5/D 212 

The Willows at Bellevue Ranch 5.775 2.184 5379,990 $173.99 53,990 4/2.5 2i3 $0.00 5166.00 $166.00 

Woodside Homes 55 X 105 2,841 $439,990 $154.87 $4,590 4/31L 2!2 

Merced 3,056 5462,990 $151.50 $4,810 4/3 213 

Bellevue Ranch 

Windsong at Bellevue Ranch 5,000 1,883 $373,990 5198.61 $32,000 4/2 1:2 SO.OD $125.00 $125.00 

California Homes 50 X 100 1,932 5381,990 $197.72 $32,000 4/2.5 2!2 

Merced 2,000 $393,990 $197.00 $32,000 312/D 1/2 

Bellevue Ranch 2,140 $413,990 $193.45 $32.000 4/2.5 2i2 

Shadow Creek 5,000 1.568 $366,990 $234.05 $60,000 3/2 1/2 $0.00 $55.00 55500 

California Homes 50 X 100 1,883 $401,990 $21348 $60.000 412 1/2 

Merced 2,000 $416,990 $208.50 $60,000 3/2/D 112 

Compass Point 2.396 $439,990 $183.64 $60.000 4/2.5 2/2 

2,749 $458.990 $166.97 $60.000 413/D 2!2 

3,101 $494,990 $159.62 $60,000 5/3/D 2!2 

Copper Creek 5.500 1,457 $378,093 $259.50 $3,000 312 112 S0.00 S0.00 $0.00 

Dunmore Homes 55 X 100 1,708 $402,000 $235.36 $3,000 312 112 

Merced 1,848 $403.250 $218.21 53.000 4/2 113 

Fahren's Creek 2,338 $444,845 $190.27 $3,000 513 2/3 



Project/ 

Developer/ 

Location/ 

Master Plan 

Mill House at Fahren's Creek 

Centex Homes 

Merced 

Fahren s Creek 

The Crossing at Fahren·s Creek 

Morrison Homes 

Merced 
None 

Lot Size 

6,700 

67 X 100 

4,725 

45 x 105 

I Averages: 

Square 

Footage 

2.470 

2,635 

3,291 

3,376 

3,620 

1,475 

1,607 

2,061 

2.265 

2,459 

2,121 

Base Price/ 

Price Sq. Ft. Incentives 

5490,990 5198.78 580,000 

$517,990 $196.58 SS0,000 

$557,990 $169.55 $80,000 

$561,990 $166.47 SB0,000 

$571,990 $158.01 580,000 

$289,990 $196.60 $25,000 

$310,990 $193.52 $25.000 

$350.990 $170.30 S25.000 

$375,990 $166.00 $25.000 

5390 990 5159.00 $25,000 

$390,979 $189.23 $24,775 

Monthly Monthly Total 

Bed/ Levels/ HOA Special Tax Monthly 

Bath Garage Fees Fees Fees 

312.5 113 S0.00 $60.00 560.00 

4/2.5 2/3 

412.5 213 

4/3.5 2/3 

513.5 213 

312 112 S0.00 $55.00 $55.00 

3/2/D 112 

4/2.510 2/2 

4/3/8 2!2 

4/2.5/0 2/2 

$8.11 $76.15 $84.26 I 



EXHIBIT II • 9A 
SALES BY PRICE RANGE 
MERCED COUNTY MARKET AREA 

1st Otr 2nd Otr 

Less Than 5200.000 

$200,000 $224,999 

$225,000 $249,999 

$250,000 • $274.999 

$275,000 · $299,999 

$300,000 - $324.999 

$325,000 • $349.999 

$350,000 · $374,999 

$375,000 · $399,999 

$400,000 · $424,999 

$425,000 · $449,999 

$450,000 · $474,999 

$475,000 · $499,999 

$500,000 and greater 

25.00~ 

20.0';'o 

15.0''i.:, 

10.0°/o 

5.0%, 

0.0'%, D 
Loss Thar 

S20J JOJ 
$200.0)::: 

S224 999 

0 

0 

0 

16 

0 

2 

10 

74 

57 

75 

79 

16 

42 

3 

nJJ .J 
S??fi.C'.)C 

$249 959 

5?50,COC 

$274,999 

112006 <;c; Capture 

0 

0 

0 

16 

1 

53 
24 

19 

32 

50 

24 

15 

17 

0 

Note: Sales are based upon the average price for the project 

$275.CC0 
5299 999 

3rd Otr 4th Otr 2006 2006 

2006 2006 YTD Sales YTO o/o Share 

0 

0 

13 13 

5 37 

15 16 

17 72 

35 69 

32 125 

14 103 

8 133 

29 132 

32 63 

·6 53 

16 19 

MERCED COUNTY 
SALES BY PRICE RANGE 

$300.000-
5324,999 

S3?$.00~ -
5349,999 

$350.C00 
5374,999 

• 2005 '% Capture 

S375.~00 
$399,999 

O.O°lc, 

0.0°/o 

1.6°/o 

4.4°/o 

1.9o/o 

8.6°/o 

8.3°/o 

15.0°/o 

12.3°/o 

15.9o/o 

15.8°/o 

7.5°/o 

6.4%, 

2.3o/o 

S40'.:.0CO · 

$424,999 

2005 2005 ' ' 
Sales o/o Share ! 

' ' ' 0 0.0°/o ' ' ' 0 0.0%, ' ' ' 40 2.3°/o ! 
91 5.2'%, ' ! 

128 7.2'"/c ' ' ' 267 15.2<% ' 
115 6.5°/o 

241 13.6°/o 

184 10.6°/o 

154 8.8°/o 

204 11.6o/o 

58 3.3°/o 

142 8.Q0/o 

134 7.7%, 

The Gregory Group 
CA06.07003Merced 

2004 2004 

Sales 0/o Share 

31 1.5°/,:, 

214 10.4°/o 

173 7.7'1'o 

179 8.So/o 

401 18.6°/o 

319 15.4o/o 

273 13.1°/o 

203 9.5°/o 

132 4.8°/o 

138 6.7°/o 

76 3.7°/o 

0 O.Oo/o 

0 0.0°/o 

0 o.oc:10 

~ ~ J 
s~:o:i.:::oo . 
S449 999 

S45C.OOO · 
5474 999 

02004"/o Capture 

$4fS.OOO SSCC 00'.: nno 
$499 999 gre~.:er 



EXHIBIT 11 • 98 
SALES BY HOME SIZE RANGE 
MERCED COUNTY MARKET AREA 

1st Qtr 

Square Foot Range 2006 

Less Tri an 1, 000 0 

1,000 1.249 0 

i ,250 · ~ .499 22 
1,500 · 1.749 19 

1,750 · 1.999 41 

2,000 - 2.249 115 

2,250 - 2,499 102 

2.500 - 2,749 23 

2.750 - 2,999 21 

3.000 a'id greater 31 

30.0'%, 

25.0'\, 

20.0°~ 

15.0°/o 

10.0So 

5.0°1;, 

0.0%, 

Less Than 1,000 1.000 • 1.249 

2nd Otr 

2006 

0 

0 

14 

65 
21 

74 

69 

6 
-6 

8 

1,250 - 1,499 

Note: Sales are based upon 1he average home size for the proJect 

3rd Qtr 

2006 

16 

63 

38 

47 

9 

10 

12 

15 

4th Otr 

2006 

2006 

Sales 

0 

0 

52 

147 

100 

236 

180 

39 

27 

54 

MERCED COUNTY 

2006 
0/o Share 

0.0°/o 

0.0%, 

6.2':lo 

17.6°/o 

12.0'Yo 

28.3o/o 

21.6%, 

4.6°/o 

3.2°/o 

6.5'% 

SALES BY SQUARE FOOTAGE RANGE 

2005 

Sales 

0 

0 

253 

172 

356 

332 

438 

18 

84 

105 

1500- 1,749 1,750 - 1.999 2 000 2,249 2.250 - 2,499 

llc006 ".,O Capture B 2005 ~/" Capwre D 2.004 ~/" Capiure 

2005 

o/o Share 

0.0%, 

0.0'% 
14.3%, 

9.9°/o 

20.1 °/o 

19.1°/o 

25.1°/o 

0.9'Yo 

4.7°/o 

5.9°/o 

2,500 - 2,749 

The Gregory Group 
CA06.07003Merced 

2004 

Sales 

0 

0 

257 

227 

292 

432 

586 

94 

251 

0 

Jl 
2,750 • 2,999 

2004 

o/o Share 

0.0°/o 

0.0'%, 

10.6'% 

12.8°/o 

16.5~"0 

19.4'%, 

27.4°/o 

4.8'%, 

8.5%, 

0.0'%, 

3,000 and 
greater 



EXHIBIT II • 9C 
SALES BY LOT SIZE RANGE 
MERCED COUNTY MARKET AREA 

1st Qtr 

Lot Size Range 2006 

Less Than 4,000 3 

4,000 · 4.499 0 

4,500 - 4,999 31 
5,000 - 5,499 116 

5,500 · 5,999 61 

6,000 · 6,499 126 

6,500 • 6,999 13 
7,000 - 7.499 ·4 
7,500 - 7,999 22 

8.000 · 8,999 0 
9,000 · 9.999 0 

10,000 and Grea1er 6 

60.0"/o 

50.0"/o 

40.0'% 

30.0"/" 

20.0'% 

10.0''.{, 

0.0°/o • 0 I\... I 
_ess Thar 4.000 4.000 · 4_499 4.500 · 4.999 

2nd Otr 

2006 

33 
0 
.3 

58 
34 
91 

24 
16 

·6 

0 

0 

4 

~ 
5,000 · 5,499 

3rd Otr 4th Otr 2006 2006 

2006 2006 Sales "lo Sates 

27 . 63 7.5%, • . 
0 ' 0 0.0%, ! 

22 • 50 6.0'%, . . 
20 ' 194 23.2°/o ! 30 125 15.0°/o • ' 82 ' 299 35.8%, ! 
14 ' 51 6.1'Yo 

' ' 1 ' 13 1.6'% 
! 10 ' 26 3.1°/o 
' : 
' 

0 0.0'% 

' 0 0.0o/o ' ' ' 4 ! 14 1.711/o 

MERCED COUNTY 
SALES BY LOT SIZE RANGE 

kJ IIIJ al] _...., 
5 500 - 5,999 6000-6499 6.500 · 6,999 7.000- 7 499 

-------- - -- ----------------

112006 °io Capture 82005 °/o Capture 02004 % Capture 
·--- ----·-· 

----- --------------·-----

Note: Sales are based upon the average lo1 size for the project. 

I 
2005 2005 

I Sales o/o Sales 

i 0 2.4°/o i 
' ' : 0 O.OQ/o 
' ' ' 63 2,9Qk ' • : 442 13.3°/o 
' ' 246 7.9o/o ' 

782 37.5°/11 

163 6.4o/o 

46 5.Bo/o 

0 7.8°k 

0 7.7%, 

0 4.5'%, . 
' 16 3.9°/o 

.. • 7.500 · 7,999 8,000 - 8,999 

The Gregory Group 
CA06.07003Merced 

2004 2004 
Sales 0/o Sales 

138 6.5°/o 

0 0.011/o 

68 3.2'Yo 

184 8.6°/o 

208 9.7°/o 

1,237 57.So/o 

213 10.0°/o 

65 3.0°/o 

0 O.Oo/o 

0 0.0%, 

26 1.2%, 

0 0.0°/o 

-........ 
9,000 · ,1,999 10,000 a'1d 

Greate, 



EXHIBIT II - 1 OA 
PRICE SUMMARY TABLE 
MERCED COUNTY MARKET AREA 

The Gregory Group 
CA06.07003Merced 

2006 Third 

Average Average Average Total Third Quarter 

Lot Square Base Price/ Units Weekly Quarter Weekly 

Project Community Master Plan Size Footage Price Sq. Ft. Planned Offered Sold Sales Rate Sales Sales Rate 

Less than $250,000 

Silverleaf Merced Bellevue Ranch 3.120 1,396 $245.990 $184.49 82 54 40 1.82 13 1.00 

I Totals/Averages: 3,120 1,396 $245,990 18U9 82 54 40 1.82 13 1.00 I 
$250,000 to $299,999 

Cypress Terrace Merced No 5,000 1,479 $255, 120 $175.70 303 220 213 1., 5 3 0.23 

Monte Vista Planada No 5.000 1,270 $267,075 $213.46 109 100 92 1.18 1 0.08 

Avalon Los Banos No 3,600 1.296 $271.617 $209.90 101 101 87 066 0.08 

The Villages at Bellevue Ranch Merced Bellevue Ranch 2.275 1,620 $279.657 $173.30 227 24 15 0.56 12 0.92 

Four Seasons at Los Banos Los Banos No 2,000 1,680 $281.660 $169.89 185 40 3 0.23 3 0.23 

I Totals/Averages: 3,575 1,448 $269,999 $190.61 925 485 410 1.76 20 0.31 I 
$300,000 to $349,999 

Summit Meadows Merced No 5,000 1,506 $300,400 $201.42 154 100 95 0.72 .4 ·0.31 

Tuscany Estates Merced No 5,000 1,551 $302,150 $197.74 92 92 72 0.69 2 0.15 

La Paloma Atwater No 5,000 1,596 $309,300 $196.98 33 29 21 0.31 21 1.62 

Cottages at Compass Point Merced No 2,500 1,700 $315, 157 $187.08 138 48 36 1.13 ·2 -0.15 

Winfield Station Winton No 6,200 1,637 $317,500 $200.29 74 39 31 0.62 0 0.00 

Tatum Ranch Dos Palos No 6,000 1,839 $326,567 $179.75 129 45 45 0.45 0 0.00 

Renaissance Merced No 5.500 1.660 $328,157 $199.75 166 36 17 0.40 5 0.38 

Mariposa Collection at Moraga Merced No 5,085 1,885 $343,150 $184 46 206 5 2 0.18 2 0.15 

The Crossing at Fahren's Creek Merced No 4.725 1.973 $343,790 $177.09 253 28 17 1.13 11 0.85 

Revene at Bellevue Ranch Merced Bellevue Ranch 5,250 1,677 $344,240 $205.36 164 82 68 1. 17 ·3 ·023 

La11u1,i.,u,.. Dos Palos No 6,000 ,< f\t:,A $345, 136 <t'i7C, co «n 70 64 1.73 13 1.00 ,,vv-. '+'' ''-'·'-'V ,v 

The Meadows at Bellevue Ranch Merced Bellevue Ranch 4,725 1,944 $348,240 $181,33 245 50 40 1.08 7 0.54 

I Totals/Averages: 5,082 1,742 $326,744 $190.84 1,773 630 508 0.83 52 0.35 j 



2006 Third 

Average Average Average Total Third Quarter 

Lot Square Base Price/ Units Weekly Quarter Weekly 

Project Community Master Plan Size Footage Price Sq. Ft. Planned Offered Sold Sales Rate Sales Sales Rate 

$350,000 to $399,999 
The Crossing at River Oaks Merced No 6.000 1,909 $351,650 $188.52 72 7 0 0.00 0 0.00 

Parkside Livingston No 6,000 1,861 $355,323 $193.28 184 90 67 1.34 3 0.23 

Sandcastle Merced No 5,000 1,846 $355,490 $198.47 334 168 136 1.26 ·1 ·0.08 

El Capitan Merced No 6,000 1,795 $358,943 $203.09 229 170 146 1.04 ·9 ·0.69 

Northgate Los Banos No 6,000 1,517 $359, 150 $219.33 544 352 352 1.49 31 2.38 

Countryside Delhi No 5,000 2,088 $360, 157 $180.08 148 148 137 1.34 ·1 -008 

Sundance II Livingston No 6,000 2,225 $361,774 $165.52 97 24 12 0.55 2 0.15 

Quail Hollow Winton No 6,300 2,215 $361.990 $164.64 270 78 76 1.03 5 0.38 

Fa1rv1ew Meadows Merced No 4,750 2,292 $368,000 $161.55 112 28 5 0.15 .3 ·0.23 

Redhawk at Bellevue Ranch Merced Bellevue Ranch 6,500 2,304 5371.490 $161.44 148 98 66 1.27 2 0.15 

The Prairies at Bellevue Ranch Merced Bellevue Ranch 5.500 2,139 $373,990 $167.37 139 20 12 0.32 1 0.08 

Presidio Collection at Moraga Merced No 6,215 2,236 $454,650 $204.37 173 6 4 036 4 0.31 

Alfarata Ranch Merced No 6,000 2,014 $376.617 $188.49 12 12 6 0.04 1 0.08 

Country Lane Livingston No 5,500 2,281 $380,704 $169.35 213 26 14 0.38 1 008 

Stonecreek Atwater No 6,000 2,201 $382,263 $176,35 186 43 31 0.49 4 0.31 

Copper Creek Merced Fahren's Creek 5,500 1,837 $388,925 $216.17 279 259 251 1.18 7 0.54 

Sierra Vista Merced No 4,700 2,461 $390,615 $166.88 43 43 25 0.46 -1 ·0.08 

Windsong at Bellevue Ranch Merced Bellevue Ranch 5,000 1,988 $390,990 $196.69 158 48 29 0.56 0 0.00 

Universi1y Park Merced No 5,500 2,177 $394,590 $185.26 131 84 76 1.17 2 0.15 

I Totals/Averages: 5,656 2,091 $371,409 $183.09 3,472 1,704 1,445 0.78 48 0.20 I 
$400,000 to $449,999 

Mayors Collection Dos Palos No 6,000 2,303 $403,186 $177.50 71 13 6 1.20 6 0,46 

Vineyards Los Banos No 6,000 2,051 $410.900 521080 1.260 960 928 2.08 4 0.31 

Summercreek Merced No 6,000 1,994 $412,561 $210.45 133 133 113 1.27 2 0.15 

Shadow Creek Merced Compass Point 5,000 2,282 $420.657 5190,99 160 110 91 1.08 ·4 -0.31 

Somerset Livingston No 5,500 2.559 $426,615 $168.35 160 6 2 0.06 0 0.00 

Meadow Glen Los Banos Meadowlands 4,500 2,127 $428.490 $206.87 245 161 138 1.10 13 1.00 

The Willows at Bellevue Ranch Merced Bellevue Ranch 5.775 2,693 $438,657 $164.38 100 53 41 0.76 14 1.08 

Las Casas Atwa1er No 6,300 2,608 $438,740 $171.44 130 92 78 1.16 1 008 

Sandstone Los Banos No 5.000 2,282 $443,323 $201.39 154 46 30 0.73 1 0.08 

I Totals/Averages: 5,564 2,283 $422,608 $191.38 2,413 1,574 1,427 1.05 37 0.32 I 



2006 Third 

Average Average Average Total Third Quarter 

Lot Square Base Price/ Units Weekly Quarter Weekly 

Project Community Master Plan Size Footage Price Sq. Ft. Planned Offered Sold Sales Rate Sales Sales Rate 

$450,000 and Greater 

Claremont Reserve Atwater No 6,180 3,037 5452.472 5152.14 302 181 161 1.56 3 0.23 

Mercedes Collection at Moraga Merced No 7,345 2,903 $458.750 $160.07 141 4 1 009 1 0.08 

Teal Landing Los Banos No 6,000 2.068 $462.400 $226.47 161 119 80 1.19 12 0.92 

Meadow Vista Los Banos No 6,000 2.498 S464,657 $191.07 242 140 139 i.10 3 023 

Gardenstone at Bellevue Ranch Merced Bellevue Ranch 7.865 2,813 5472,400 $168.42 111 61 52 0.96 10 0.77 

Mission Village Los Banos No 6.500 2,474 $472,900 5195.64 400 100 64 0.60 5 038 

Borelli Ranch Gustine No 6,000 2,458 5482,900 $200.23 70 8 5 0.13 0 0.00 

Orchard Terrace Los Banos No 7,000 2,474 $487,900 5201 29 78 78 32 0.64 -6 -0.46 

Magnolia Grove Los Banos No 7.000 2.474 $527 900 5218.64 31 25 18 0.17 5 0.38 

Mill "1ouse at Fahren's Creek Merced No 6.700 3.078 $540.190 $177.88 215 87 78 1.07 10 0.77 

-:-he He·rloom Collect1on Atwater No 43.560 3.097 $738250 S239 20 114 39 27 0.39 4 0.31 

I Totals/Averages: 10.014 2,675 $502.681 $192.41 1,865 842 657 0.74 47 0.34 I 



EXHIBIT II • 1 OB 
LOT SIZE SUMMARY TABLE 
MERCED COUNTY MARKET AREA 

Project 

Attached Homes 
None 

Less Than 4,000 SF 

Four Seasons at Los Banos 

The Villages at Bellevue Ranch 

Cottages at Compass Point 

Silverleaf 

Avalon 

4,000 to 4,499 SF 

None 

4,500 to 4,999 SF 

Meadow Glen 

Sierra Vista 

The Meadows at Bellevue Ranch 

The Crossing at Fahren's Creek 

Fairview Meadows 

Community 

Los Banos 

Merced 

Merced 

Merced 
Los Banos 

Los Banos 

Merced 

Merced 

Merced 

Merced 

Lot Average Average Average 

Size/ Square Base Price/ 

Master Plan Density Footage Price Sq. Ft. Planned 

Total 

Units Weekly 

Offered Sold Sales Rate 

The Gregory Group 
CA06.07003Merced 

2006 Third 

Third Quarter 

Quarter Weekly 

Sales Sales Rate 

r- rot;is/A~e-;~ges: - -- ------ I 

No 2.000 1.680 $281,660 $169.89 185 40 3 0.23 3 0.23 

Bellevue Ranch 2.275 1.620 S279,657 S173.30 227 24 15 0.56 12 0.92 

No 2,500 1,700 $315,157 $187.08 138 48 36 1.13 -2 -0.15 

Bellevue Ranch 3,120 1,396 $245,990 $184.49 82 54 40 1,82 13 1.00 

No 3.600 1,296 $271.617 $209.90 101 101 87 0.66 1 0.08 

I Totals/Averages: 2,699 1,558 $280,811 $183.66 733 267 181 0.88 27 0.42 - - , 

I Totals/Averages: - I 

Meadowlands 4,500 2,127 $428,490 $206.87 245 161 138 1.10 13 1.00 

No 4.700 2.461 S390,615 5166.88 43 43 25 0 46 -1 -0.08 

Bellevue Ranch 4,725 1,944 $348,240 S181.33 245 50 40 1.08 7 0.54 

No 4.725 1.973 $343,790 $17709 253 28 17 1.13 11 0.85 

No 4,750 2.292 $368,000 S161.55 112 28 5 0 15 -3 -0.23 

[roiaistAve,ages, 4,680 2,204 $376,569 s116.19 898 310 225 ~o~ 21 o.42 I 



2006 Third 
Lot Average Average Average Total Third Quarter 

Size/ Square Base Price/ Units Weekly Quarter Weekly 
Project Community Master Plan Density Footage Price Sq. Ft. Planned Offered Sold Sales Rate Sales Sales Rate 

5,000 to 5,499 SF 

Cypress Terrace Merced No 5.000 1.479 $255.120 $175.70 303 220 213 1.15 3 0.23 
Summit Meado\'JS Merced No 5,000 1,506 $300,400 $201.42 154 100 95 0.72 -4 -0.31 

Countryside Delhi No 5,000 2,088 $360, 157 $180.08 148 148 137 1.34 -1 -0.08 
Tuscany Estates Merced No 5,000 1,551 $302, 150 $197.74 92 92 72 0.69 2 0.15 
Shadow Creek Merced Compass Point 5.000 2.282 $420,657 $190.99 160 110 91 1.08 -4 -0.31 

Sandcastle Merced No 5,000 1,846 5355.490 $198.47 334 168 136 1.26 -1 ·008 
Monte Vista Planada No s.ooo 1,270 $267.075 $213.46 109 100 92 1, 18 1 0.08 
Sandstone Los Banos No 5.000 2.282 $443,323 $201 39 154 46 30 0 73 1 0.08 

W1ndsong at Bellevue Ranch Merced Bellevue Ranch 5,000 1.988 $390.990 $196.69 158 48 29 Cl.56 0 0.00 
La Paloma Atwater No 5,000 1,596 $309.300 $19698 33 29 21 0.31 21 1.62 

Mariposa Collection at Moraga Merced No 5,085 "r,885 $343,150 $184.46 206 5 2 0.18 2 0.15 
Revene at Bellevue Ranch Merced Bellevue Ranch 5,250 1,677 $344,240 $205 36 164 82 68 1.17 -3 -0.23 

I Totals/Averages: 5,028 1,784 $339,772 $195.51 2.015 1,148 986 0.86 17 0.11 I 
5,500 to 5,999 SF 

Copper Creek Merced Fahren·s Creek 5,500 1,837 $388,925 5216.17 279 259 251 1.18 7 0.54 
University Park Merced No 5,500 2,177 5394.590 $185.26 131 84 76 1.i7 2 0.15 

Somerset Livingston No 5.500 2.559 $426,615 $168.35 160 6 2 0.06 0 0.00 
Renaissance Merced No 5,500 1.660 $328,157 $199.75 166 36 17 0.40 5 038 
Country Lane Livingston No 5.500 2,281 $380,704 $169.35 213 26 14 0.38 1 0.08 

The Prairies at Bellevue Ranch Merced Bellevue Ranch 5,500 2.139 $373.990 $167.37 139 20 12 0.32 1 0.08 
The Willows at 3ellevue Ranch Merced Bellevue Ranch 5.775 2,693 $438,657 $164.38 100 53 41 0.76 14 1.08 

I Totals/Averages: 5,539 2,136 $385,230 S185.60 1,188 484 413 0.61 30 0.33 I 
6,000 to 6,499 SF 

Vineyards Los Banos No 6.000 2,051 $410,900 $210.80 1.260 960 928 2 08 4 0.31 
Nortngate Los tlanos No 6,000 1,517 $359.150 $219.33 544 352 352 1.49 31 2.38 
E! Capitan Merced No 6.000 1,795 $358,943 $203 09 229 170 146 1.04 -9 -0.69 

Meadow Vista Los Banos No 6,000 2.498 $464,657 $191.07 242 140 139 1.10 3 023 
Tatum Ranch Dos Palos No 6,000 1,839 $326.567 $17975 129 45 45 045 0 0.00 
Summercreek Merced No 6.000 1.994 $412,561 $210.45 133 133 113 1.27 2 0.15 
Teal Landing Los Banos No 6,000 2,068 $462.400 5226.47 161 119 80 1.19 12 0.92 
Stonecreek Atwater No 6,000 2.201 $382,263 $176.35 186 43 31 0.49 4 0.3i 

Alfarata Ranch Merced No 6.000 2.014 $376,617 $188.49 12 12 6 0.04 1 008 



2006 Third 

Lot Average Average Average Total Third Quarter 

Size/ Square Base Price/ Units Weekly Quarter Weekly 

Project Community Master Plan Density Footage---· .. Price _____ Sq. Ft. Planned Offered Sold Sales Rate Sales Sales Rate 

Borelli Ranch Gustine No 6,000 2,458 $482,900 $200.23 70 8 5 0.13 0 0.00 

Mayors Collection Dos Palos No 6,000 2,303 $403.186 $177.50 71 13 6 1.20 6 0.46 

Sundance II Livingston No 6,000 2,225 $361.774 $165 52 97 24 12 0.55 2 0.15 

Landmark Dos Palos No 6,000 1,964 $345,136 $176.58 119 76 64 1.73 13 1.00 

The Crossing at River Oaks Merced No 6.000 1.909 $351.650 $188.52 72 7 0 0.00 0 0.00 

Parkside Livingston No 6.000 1,861 $355.323 $193.28 184 90 67 1.34 3 0.23 

Claremont Reserve Atwater No 6,180 3.037 $452,472 $152 14 302 181 161 1.56 3 0.23 

Winfield Station Winton No 6.200 1.637 $317.500 $200.29 74 39 31 0.62 0 0.00 

Presidio Co!lec11on at Moraga Merced No 6,215 2,236 $454.650 $204.37 173 6 4 0.36 4 0.31 

Quail Hollow Winton No 6,300 2,215 $361,990 $164.64 270 78 76 1.03 5 0.38 

Las Casas Atwater No 6,300 2,608 $438,740 $171.44 130 92 78 1.16 1 0.08 

I Totals/Averages: 6,060 2,136 5394,030 5190.06 4,458 2,588 2,344 0.94 85 0,33 I 
6,500 to 6,999 SF 

Mission Village Los Banos No 6.500 2.474 $472,900 S195.64 400 100 64 0.60 5 0.38 

Redhawk a1 Bellevue Ranch Merced Bellevue Ranch 6.500 2,304 $371.490 $161.44 148 98 66 1.27 2 0.15 

Mill House at Fahren's Creek Merced No 6,700 3.078 5540,190 $177.88 215 87 78 1.07 10 0.77 

Totals/Averages: 6,567 2,654 $467,578 $178,28 763 285 208 0.98 17 0.44 

7,000 to 7,499 SF 

Magnolia Grove Los Banos No 7,000 2,474 $527,900 $21864 31 25 18 0.17 5 0.38 

Orchard Terrace Los Banos No 7,000 2.474 $487,900 $201 29 78 78 32 0.64 -6 -0.46 

Mercedes Collection at Moraga Merced No 7.345 2.903 $458,750 $160.07 141 4 1 009 1 008 

Totals/Averages: 7,115 2,617 $490,150 $192.63 250 107 51 0,30 0 0,00 

7,500 to 7,999 SF 

Gardenstone a1 Bellevue Ranch Merced Bellevue Ranch 7,865 2,813 $472.400 $168.42 111 61 52 0.96 10 0.77 

Totals/Averages: 7,865 2,813 $472,400 $168,42 111 61 52 0.96 10 0.77 

8,000 SF and Greater 

The Heirloom Collection Atwater No 43,560 3,097 $738,250 $239.20 114 39 27 0.39 4 0.31 

Totals/Avera!!es: 43,560 3,097 $738,250 $239,20 114 39 27 0.39 4 0.31 



EXHIBIT II • 11 The Gregory Group 
INVENTORY ANALYSIS CA06.07003Merced 
MERCED COUNTY MARKET AREA 

Average Estimated 

Units Units Total Weekly Units Sold Total Units Sold 

Community Planned Sold Inventory Sales Rate Per Quarter 04/06 ' 01/07 02107 03/07 04/07 01108 02/08 3108 4/08 I I 

Atwater 

Claremont Reserve 302 161 141 1.56 20 ' 20 20 20 20 20 ' 20 20 1 0 ' ' ' ' La Paloma 33 21 12 0.31 4 ' 4 4 4 0 0 ' 0 0 0 0 ' ' I ' 
130 15 0 ' 0 0 0 0 Las Casas 78 52 1.16 ' 15 15 15 7 ' ' ' ' ' Stonecreek 186 31 155 0.49 6 ' 6 6 6 6 6 ' 6 6 6 6 ' ' ' ' The Heirloom Collec!lon 114 27 87 0.39 5 ' 5 5 5 5 5 ' 5 5 5 5 I I 

' ' ' ' ' ' Delhi 

Countryside 148 137 11 1.34 17 11 i 0 0 0 0 i 0 0 0 0 

Dos Palos 

Tatum Ranch 129 45 84 0.45 6 ' 6 i 
' ' 

6 6 6 6 i 
' 

6 6 6 6 
Landmark 119 64 55 1.00 13 ' 13 ' 13 13 13 3 ' 0 0 0 0 I I ' ' ' ' ' Mayors Collection 71 6 65 1.20 16 ' 16 I 16 16 16 1 ' 0 0 0 0 ' ' 
Gustine 

Borrelli Ranch 70 5 65 0.31 4 i 4 i 
' ' 

4 4 4 4 ' ' 
4 4 4 4 

' ' ' ' ' ' ' ' ! 
Livingston 

Country Lane 213 14 199 0.38 5 ' 5 ' 5 5 5 5 ' 5 5 5 5 ' ' ' ' ' ' Somerset 160 2 158 0.06 1 ' 1 ' 1 1 1 1 ' 1 1 1 ' ' ' ' I ! Parkside 184 67 117 1.34 17 ' 17 17 17 17 17 17 15 0 0 ' ' ' ' ' Sundance II 97 ' ' 7 ' 7 7 7 12 85 0.55 7 ' 7 ' 7 7 7 ' 7 
' ' ' ' ' ' ' ' ' I ' I 

Los Banos 
f:rn ,,. C:,:;,:::,enn<: :es 3 '!82 0.23 3 3 ' 3 3 3 3 : 3 3 3 3 

' ' 
Avalon 101 87 0.66 9 ' ' 0 0 0 0 0 14 ' 9 ' 5 0 0 ' ' ' ' ' ' ' Magnolia Grove 31 13 18 0.17 2 

i 
2 ' 2 2 2 2 I 2 2 2 2 ' ' ' Meadow Vista 242 139 103 1.10 14 14 ' 14 14 14 14 ' 14 14 5 0 ' I ' ivii::;::;k.Jr1 Vii1i:iye 400 59 341 0.63 8 

Northga1e 544 352 192 1.49 19 19 19 19 19 19 ! 19 19 19 19 



Average Estimated 

Units Units Total Weekly Units Sold Total Units Sold 

Community Planned Sold Inventory Sales Rate Per Quarter 04106 01/07 02/07 03/07 04/07 01/08 02/08 3/08 4/08 

Orchard Terrace 78 32 46 0.64 8 8 8 8 8 8 6 0 0 0 

Sandstone 154 30 124 0.73 9 9 9 9 9 9 9 9 9 9 

Teal Landing 161 80 81 1.19 15 15 15 15 15 15 6 0 0 0 

Vineyards 1,260 928 332 2.08 27 27 
' 

27 27 27 27 
' 

27 27 27 27 

Meadow Glen 245 138 107 1. 10 14 14 ' 14 14 14 14 ' 14 14 14 14 I l 

Merced 

Alfarata Ranch 12 6 6 0.04 1 1 1 1 1 1 ' 1 0 0 0 ' ' 
Cottages at Compass Point 138 36 102 1.13 15 15 15 15 15 15 15 12 0 0 

Cypress Terrace 303 213 90 1.15 15 15 15 15 15 15 15 0 0 0 

El Captain 229 146 83 1.04 14 14 14 14 14 14 13 0 0 0 

Fairview Meadows 112 5 107 0.15 2 2 2 2 2 2 2 2 2 2 

Renaissance 166 17 149 0.40 5 5 5 5 5 5 5 5 5 5 

Sandcastle 334 137 136 1.26 16 16 16 16 16 16 
' 

16 16 16 8 
' Sierra vista 43 25 18 0.46 6 6 6 6 0 0 ' 0 0 0 0 
' ' Summercreek 133 113 20 1.27 17 17 3 0 0 0 ' 0 0 0 0 I 

Summit Meadows 154 95 59 0.72 9 9 9 9 9 9 ' 9 5 0 0 ' ' 
The Crossing at River Oaks 72 0 72 0.00 0 0 0 0 0 0 ' 0 0 0 0 

Tuscany Estates 92 72 20 0.69 9 9 9 2 0 0 0 0 0 0 

University Park 131 84 47 1.17 15 15 15 15 2 0 0 0 0 0 

Gardenstone at Bellevue Ranch 111 52 59 0.96 12 12 12 12 12 11 0 0 0 0 

Redhawk at Bellevue Ranch 148 66 82 1.27 17 ' 17 17 17 17 14 0 0 0 0 ' 
Reverie at Bellevue Ranch 68 96 

I 
164 1.17 15 ' 15 15 15 15 15 15 6 0 0 

' 
Silverleaf ' 82 40 42 1 82 24 ' 24 18 0 0 0 ' 0 0 0 0 

' ' ' ' ' The Meadows at Bellevue Ranch 245 40 205 1.08 14 ' 14 ' 14 14 14 14 ' 14 14 14 14 
' ' ' ' ' ' 

The Prairies at Bellevue Ranch 139 12 127 0.32 4 ' 4 ' 4 4 4 4 ' 4 4 4 4 ' ' ' ' ' ' 
The Villages at Bellevue Ranch 277 15 262 0.56 7 ' 7 ' 7 7 7 7 ' 7 7 7 7 ' ' ' ' ' ' 
The Willows at Bellevue Ranch 100 41 59 0.76 ' ' ' 10 ! 10 ' 10 10 10 10 9 0 0 0 

' 
Windsong at Bellevue Ranch 29 129 ' 158 0.56 7 ' 7 I 7 7 7 7 7 7 7 7 

' ' Shadow Creek 160 91 69 1.08 14 ' 14 ' 14 14 14 13 0 0 0 0 
' ' ' ' Cooper Creek 279 251 28 1.18 15 ' 15 ' 13 0 0 0 0 0 0 0 ' ' ' ' 

Mill House at Fahren's Creek 215 78 137 1.07 14 ' 14 ' 14 14 14 14 14 14 14 14 ' ' ' ' 
The Crossing at Fahren's Creek ' ' 253 17 236 1.13 15 ' 15 ' 15 15 15 15 15 15 15 15 

' ' 

Winton 

Quail Hollow 270 76 194 1.03 13 
; 

13 
; 

13 13 13 13 ! 13 13 13 13 ' ' 



Average Estimated 

Units Units Tota! Weekly Units Sold : Total Units Sold 
' Community Planned Sold Inventory Sales Rate Per Quarter : 04/06 01/07 02/07 03/07 04/07 01/08 02/08 3/08 4/08 
' ! 

Winfield Station 74 31 43 0.62 8 ' 8 8 8 8 8 3 0 0 0 ' ' : 
Total Units Sold:: 563 526 480 447 408 348 277 211 197 

Merced Total Units Sold: LJ:92 270 229 208 201 161 107 84 76 



EXHIBIT II· 12 The Gregory Group 

PROPOSED PROJECT SUMMARY CA06.07003Merced 

MERCED MARKET AREA 

Total Total 

Total Units With Units With Total 

Master Units Final Tentative Units Total Lot Size/ 

Project Name Plan Developer Planned Approval Approval Submitted Acres Density/ Comments 

City of Merced 
The Meadows H!S Development 95 0 0 95 19.9 Pending tentative map approval. 

Mans1onette Palisades • Unit 1 136 0 0 136 93 On hold. 

Lantana Estates (South) 159 0 159 0 32.2 Pending annexation. 

Lantana Estates (North) 81 0 81 0 17.5 Pending annexation. 

Liberty Park 84 0 0 84 18.0 

Sage Creek 118 0 118 0 13.6 

Amberly Court 164 0 164 0 16.0 

Highland Park 134 0 134 0 17.3 Pending annexation. 

Laferty Homes 188 0 188 0 19.6 Pending annexation. 

Sierra Vis1a 224 0 0 224 41.0 

Renaissance ll California Hornes 158 0 0 158 26.0 

The Crossing at River Oaks 277 0 0 277 66.8 

Hartley Crossing 28 0 0 28 5.7 

Tuscany East 47 0 0 47 8.6 

Mission Ranch 138 0 138 0 19.6 Pending annexation 

University Village 103 0 103 0 17.6 



Total Total 

Total Units With Units With Total 
Master Units Final Tentative Units Total Lot Size/ 

Project Name Plan Developer Planned Approval Approval Submitted Acres Density/ Comments 

Jeff May 12 0 12 0 31 

Pleasant Pointe Estates 14 0 14 0 3.4 

Cypress T erra::e East 101 0 101 0 19.7 Pending annexation 

Loughborough Residences 78 0 0 78 16.9 Pending tenta: ve mac approval. 

Terrazzo 70 0 0 70 11.8 Pending tentative map approval 

Cypress Terrace - Phases 6 & 1 260 0 0 260 46.2 Pending tentative map approval 

Paulson Estates 10 0 0 10 25 Pending tentative map approval. 

University Comr"u'l1ty Plan Lhiversity Community Plan Lennar Communities 750 0 0 750 Attached 

15.0 du:ac 

20.0 du!ac 

Uriversity Comm'.Jnity Plan University Community Plan Lennar Co'llmunities 400 0 0 400 Detached Cl1.,ster corfiguratior,. 

RO du/ac 

10.0 du/ac 

University Community Plan University Comr:;unity Plan Lennar Communities 675 0 0 675 4.200 

40 X 105 

Urnversity Community Plan University ComlT'Un'ty 0 1an Lennar Communities 675 0 0 675 4,725 

45 X 105 

University Community ;:,Ian Ur1versity Community Plar Lennar Communities 1.025 0 0 1,025 5,250 

50 X 105 

Urnversny Community Plan University Gommunity Plan Lennar Co,11mun1t1es 1,025 0 0 1,025 5,775 

55 X 105 

University Community Plan University Community Plan Lennar Communities 1,025 0 0 1,025 6,300 

60 X 105 



Total Total 

Total Units With Units With Total 

Master Units Final Tentative Units Total Lot Size/ 

Project Name Plan Developer Planned Approval Approval Submitted Acres Density/ Comments 

University Community Plan University Community Plan Lennar Communities 750 0 0 750 6,825 

65 X 105 

University Community Plan University Community Plan Lennar Communities 675 0 0 675 7,350 

70 X 105 

University Community Plan University Community Plan Lennar Communities 450 0 0 450 7,875 

75 X 105 

University Community Plan University Community Plan Lennar Communities 400 0 0 400 8,400 

80 X 105 

Castle Farms Brookfield 975 0 0 975 Attached For sale/for rent units. 

15.0 du/ac 

20.0 du!ac 

Castle Farms Brookfield 488 0 0 488 Detached Cluster configuration. 

9.0 du!ac 

Castle Farms Brookfield 975 0 0 975 4,200 

40 X 105 

Castle Farms Brookfield 1,136 0 0 1,136 4,725 

45 X 105 

Castle Farms Brookfield 1.463 0 0 i ,463 5,250 

50 X 105 

Castle Farms Brookfield 1,561 0 0 1,561 5,775 

55 X 105 

Castle Farms Brookfield 1,463 0 0 1,463 6,300 

60 X 105 

Castle Farms Brookfield 1,329 0 0 1,329 6,825 

65 X 105 



Total Total 

Total Units With Units With Total 

Master Units Final Tentative Units Total Lot Size/ 

Project Name Plan Developer Planned Approval Approval Submitted Acres Density/ Comments 

Castle Farms Brookfield 1,097 0 0 1,097 7,350 

70 X 105 

Castle Farms Brookfield 1,097 0 0 1,097 7,875 

75 X 105 

Castle Farms Brookfield 610 0 0 610 8,400 

80 X 105 

Village 11 Bellevue Ranch Wes1 6.300 

60 X 105 

Village 12 Be!!evue Ranch West 211 0 211 0 46.5 5,500 

50 X 110 

Vi!!age 13 Bellevue Ranch West 6,300 

60 X 105 

V,llagei7 Believue Ranch Y../est 175 0 175 0 338.0 4,725 

45 X 105 

Village 18A Bellevue Ranch West 23 0 23 0 7.2 4,725 

45 X 105 

Village 18B Bellevue Ranch \Nest 134 0 134 0 165 2.380 

35 X68 

Village 198 Bellevue Ranch West 49 0 49 0 6.5 2,380 

35 X 68 

BAllevuA Ranch Fa,;t 416 0 416 0 Attached 

20 0 du/ac 

Bellevue Ranch East 81 0 81 0 3,200 

40 X 30 

Bellevue Ranch East 126 0 126 0 4,725 

45 X 105 



Total Total 

Total Units With Units With Total 

Master Units Fina I Tentative Units Total Lot Size/ 

Project Name Plan Developer Planned Approval Approval Submitted Acres Density/ Comments 

Bellevue Ranch East 82 0 82 0 5,250 

50 X 105 

Bellevue Ranch East 107 0 107 0 6,300 

60 X 105 

City of Atwater 

The Meridian - Phase Ill Rolfe Construction 25 25 0 0 9,2 

Stone Creek II Dunmore Homes 29 29 0 0 13.3 

Camellia Meadows Frisone Management 31 31 0 0 11.9 

Legacy Estates Atwal & Sahota 39 39 0 0 14,6 

Juniper Meadows Phase II Sierra Del Pacifico 12 12 0 0 2.5 

Engineering 

Meadowview Estates - Sunset Development 129 129 0 0 46.5 

Vargas Estates Nicholas Vargas 20 20 0 0 7.2 

Meadowview Estates 2 Sunset Development 62 62 0 0 15,2 

The Reserve Craig Mooneyham 20 20 0 0 6,1 

Atwater Ranch - A Atwater Ranch Florshe1m Homes 95 0 0 95 15,5 Medium-

Low Density 

Atwater Ranch - B Atwater Ranch Florshe1m Homes 138 0 0 138 13,3 Medium-

Low Density 

Atwater Ranch - C Atwater Ranch Florsheim Homes 115 0 0 115 20.1 Medium-

Low Density 

Atwater Ranch - 0 Atwater Ranch Florsheim Homes 123 0 0 123 28.5 Low Density 

Atwater Ranch E Atwater Ranch Florsheim Homes 117 0 0 117 21 2 Low Densi1y 



Total Total 

Total Units With Units With Total 

Master Units Final Tentative Units Total Lot Slzel 

Project Name Plan Developer Planned Approval Approval Submitted Acres Density/ Comments 

Atwater Ranch· Ji Atwater Ranch Florsheim Homes 30 0 0 30 25.6 Low Density 

Atwater Ranch - J2 Atwater Ranch Florshe1m Homes 3 0 0 3 4.1 Low Density 

Atwater Ranch Atwater Ranch Florshe1m Homes 298 0 0 298 68.0 Low Density 

Atwater Ranch F Atwater Ranch Florshe1m Homes 129 0 0 129 23.1 Medium-

Low Density 

Atwater Ranch - G Atwater Ranch Florsheim Hornes 162 0 0 162 30.3 Low Density 

Atwater Ranch - H Atwater Ranch Florshe1rn Hornes 122 0 0 122 27.5 Low Density 

Atwater Ranch - 1 Atwater Ranch Florsheim Homes 94 0 0 94 16.9 Low Density 

Atwater Ranch - J2 Atwater Ranch Florsheim Homes 44 0 0 44 35.0 Low Density 

Atwater Ranch Atwater Ranch Florsheirn Homes 114 0 0 114 26.0 Low Density 

I Total Units: 26,078 367 2,616 23,095 I 
I Merced Units: 24,127 0 2,616 21,511 I 
I Atwater Units: 1,951 367 0 1,584 I 



EXHIBIT II • 13A 
EMPLOYMENT (Non-Farm) 
(Fresno MSA/Madera MSA/Merced MSA) 
MERCED COUNTY MARKET AREA 

March June 
Total Non~Farm 

1990 279,600 287,000 

1991 292,300 294,000 

1992 291,800 299,500 

1993 297, 100 303,400 

1994 302,000 311,100 

1995 307,200 316,600 

1996 312200 322,600 

1997 316.800 325,600 

1998 321.400 332,900 

1999 331,100 345,900 

2000 345,000 352,200 

2001 351,600 358,900 

2002 359,300 369.000 

2003 365,600 375,900 

2004 370,600 379,200 

2005 379.300 388.400 
2006 388.400 390,500 

Percent Change 2.1<?:0 0.5°"o 

September 

297.700 

299.000 
309.000 
312,200 

316,000 
324,900 
326,700 

332,300 
341,400 

350,100 

355,600 
359,500 
372,700 

376,000 

384.500 
389.300 
390,200 

O.?% 

December YTD Year 

293.200 286,500 

292.100 293,100 

300,200 -- 299,000 

306,700 303,100 

311,300 307.700 

317,900 314,200 

318,600 -- 318,500 

325,600 -- 323,700 
337,900 330,600 

347,000 -- 340.800 

354,700 -- 349.800 

359.700 -- 356,000 

370A00 -- 366,000 

372.600 -- 370,200 

380.700 377,300 

389,100 389,300 384A00 
390,200 

-- 0.2°/o 

The Gregory Group 
CA06.07003Merced 

Change 0/o Change 

6,600 2.3°/o 
5,900 2.0°/o 

4,100 1.4°/o 

4,600 1.5'\, 

6,500 2.1'\, 
4,300 1.4%, 

5,200 1.6"·o 
6,900 2.1 °/o 

10,200 3. 1 "lo 

9,000 2.6°/o 
6,200 1.8°/o 
10,000 2.8°/o 

4.200 1.1'% 

7,100 1.9'% 

7,100 1.9°/o 
-- --

--

TOTAL NON-FARM EMPLOYMENT AND PERCENT CHANGE 

450000 

400000 

350000 

300000 

250000 

200000 

150000 

100000 

50000 

0 
1990 1991 1992 1993 1994 1995 1996 i 997 1998 1999 2000 2001 2002 2003 ?004 2005 7006 

Fst 

Source: Cali!orma LJepartmAnt of Finance 
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EXHIBIT 11 - 136 
EMPLOYMENT (Non-Farm) 
(Fresno MSA/Madera MSA/Merced MSA) 
MERCED MARKET AREA 

1st Otr 2nd Qtr 
Construction 

1990 16,800 18,200 

1991 16,600 1 /,500 

1992 14,500 15,500 

1993 14,000 15,300 

1994 14.600 15,400 

1995 13200 15,200 

1996 13,700 15,300 

1997 14,000 14.800 
1998 14.500 16,600 

1999 17,200 18.600 
2000 17.400 19.100 

2001 18,900 ?0,700 
2002 ?0.400 21,300 

2003 22,100 24.200 
?004 24,600 26.100 

2005 26,200 27.800 

2006 ?8,700 28,800 

Percent Change 9.5'?·o J.6~o 

3rd Qtr 4th Otr 

18,600 17.800 
17,100 15,900 

1b,ti00 14,600 

15,300 14.800 
15,100 14,000 
15,400 14.600 

14,900 13,600 

15,800 111,700 
17,800 17,600 

18,900 18,700 

19.900 19,300 

20,500 20.000 
21,300 ?1.300 

24.300 24,000 

26.900 ?6.100 

29.200 28.900 
29,200 .. 

0.0°0 .. 

YTD Year 

.. 17.700 

.. 16,800 

14,900 
14,600 
14,700 
14,500 

14,400 

14,600 
16,300 

.. 18,100 

.. 18,600 

19,800 
.. 21.000 
.. 23,400 
.. 25,800 

29.200 ?7,700 

29,200 

0.0"-~ .. 

The Gregory Group 
CAOll.07003Merced 

Change 0/o Change 

.. 

·901) -5. I~{, 

-1.900 -11.3%, 

·301) -2.0~\J 

100 0.T'}~ 

-200 -1.4%, 

-10•) ·0.:1°/o 

200 1 4'%, 

1.7(·0 11 IJ"lo 

1.800 11 , 1)''\, 

500 2.E•"·() 
1,2(:0 6.b'\, 
1,?(10 6.1';-o 

2.400 9 :,''\, 

2.4CO 11A':<o 

1.9(0 18.0% 

CONSTRUCTION EMPLOYMENT AND PERCENT CHANGE 

35000 

30000 

25000 

20000 

15000 

10000 
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0 
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Fst 

Source: C:ihforni:i Department of Hnance 
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EXHIBIT II • 13C 
EMPLOYMENT (Non-Farm) 
(Fresno MSA/Madera MSA/Merced MSA) 
MERCED MARKET AREA 

1st Qtr 2nd Otr 

Manufacturing 
1990 33.500 34.500 

1991 33.800 34,400 

1992 34.100 35,800 

1993 33.200 36.100 
1994 33,900 36.000 

1995 34.400 35,400 

1996 34.300 37.100 

1997 36.600 40.100 

1998 38,700 42,300 

1999 39,000 41.600 

2000 39.200 40,?00 

2001 38,800 38.900 

2002 37,800 40,400 

2003 38,600 41,800 

2004 38.400 41,200 

2005 39.100 41.~00 

2006 39,200 41.000 

Percent Change 0.3':o ·12':(:, 

3rd Qtr 4th Otr 

39200 34.900 
40.100 34,600 
39,800 34.300 
40,100 35.200 
40.100 36,000 
41,300 36.400 
41,900 37,300 

44.900 40,200 

46.500 42,900 
45,900 41.000 
43,200 39,800 

43,100 38,400 

46,300 39,800 
46,800 40,000 

46,900 40,600 

44.400 40,300 
44,400 --
00% --

YTD Year 

-- 35,400 

-- 35,800 
35,900 

36,000 
-- 36,100 
-- 36,700 
-- 37,400 

-- 40.400 
42.200 

41.800 
40.900 
40,000 

40.600 

41.?00 

41.700 

44.400 41,300 

44.400 --
0.0"<, --

The Gregory Group 
CA06.07003Merced 

Change o/o Change 

-- --
400 1.1 "io 
100 0.3"/o 

100 0.3°/c, 

100 0.3"!" 

600 1.7"/c, 

700 L9"/c, 

3.000 8.Q~/o 

1.800 4_5o:,, 

-400 -0.9°/o 

-900 -2.2°/o 

-900 -2.2°/o 

600 1.5'% 

600 1.5'% 

500 1.2"io 

-400 -1.0'%, 
--

--

MANUFACTURING EMPLOYMENT AND PERCENT CHANGE 

50000 

45000 

40000 -

35000 

30000 

25000 

20000 

1!::,000 

10000 

5000 

0 

1990 1991 199:-? 1993 1994 1995 1996 1997 1998 1999 2000 2001 ?002 2003 2004 2005 2006 
Est 

Source: California Department of Finance 
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EXHIBIT II • 130 
EMPLOYMENT (Non-Farm) 
(Fresno MSA/Madera MSA/Merced MSA) 
MERCED MARKET AREA 

1st Qtr 2nd Qtr 

Government 
1990 68,800 69.000 

1991 72,400 71.400 
1992 72,000 70,500 

1993 74,100 71,700 

1994 75,200 75,700 

1995 Tl,100 77,600 
1996 78,300 78,200 

1997 77,800 77.800 
1998 78,300 79,400 

1999 81,800 82,000 

2000 86,000 85,400 
2001 89,100 89.900 
2002 92,200 92.900 
2003 91,500 92.400 
2004 91,300 90,700 

2005 93,300 92,700 

2006 95,900 95.600 

Percent Change 2.8% 31% 

3rd Otr 4th Otr 

68,700 70.200 
69,500 70,200 

71,200 72,300 

7?,100 74,200 

72,700 73.900 
74,900 76,800 
76,400 16,700 

75.400 77,400 

76,800 80,200 

79,700 83.300 
83.700 86,900 

86.100 89.800 

88.800 92,000 

86.800 89,200 
88,100 90,500 
89,400 92,100 
91,400 .. 

2.2':·D 

YTD Year 

67,900 
.. 69,700 
.. 70,900 
.. 72,500 
·- 73.700 

75,900 

·- 76,700 

·- 76,700 
.. 77.900 

81,000 
.. 84.900 
-· 88,100 
.. 91.100 
.. 89,700 

89,700 

89,400 91,000 

91,400 .. 
2 2",; .. 

The Gregory Group 
CA06.07003Merced 

Change '%, Change 

.. .. 

1,8•]0 2.7"/c, 
1,2,)0 1.7~/o 

1,6]0 2.3°/o 
1,2,)0 1. 7°/o 

2,2,)0 3.J%, 

800 1.1o/o 

0 O.Oo/o 
1,2,JO 1.6o/o 
3,1,)0 4 J<\, 

3,900 4 3~·~ 
3.200 3.3'%, 

3.000 3.4'% 

-1.400 -1.5°,;, 
0 O J~'o 

1,300 1. 4~'o 

.. 

GOVERNMENT EMPLOYMENT AND PERCENT CHANGE 

100000 0 06 

90000 
0 05 

80000 

0 04 

70000 

0 03 
60000 : 

50000 0 02 

40000 
0 01 

30000 

0 

20000 

-0.01 
10000 

0 -(1.02 

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 ?000 2001 2002 2003 2004 2005 2006 
Est 

Source: Cal1lornia Department of finance 



EXHIBIT II • 13E 
EMPLOYMENT (Non-Farm) 
(Fresno MSA/Madera MSA/Merced MSA) 
MERCED MARKET AREA 

1st Qtr 2nd atr 

Services 
1990 159,700 164,300 

1991 168,700 169,800 

1992 170,500 176,900 

1993 175,200 179,600 

1994 177,700 183,400 

1995 181.900 187,700 

1996 185,300 191,400 

1997 187,800 192.300 

1998 189,400 194,200 

1999 192,800 203300 

2000 202,000 207.000 

2001 204,400 208.900 

2002 208,600 214,000 

2003 199200 203,700 

2004 202,900 207,600 
2005 207,400 212.600 
2006 211,200 211,600 

Percent Change 1.8% -0.5% 

3rd Qtr 4th Qtr YTD Year 

170,200 169,400 -- 164,800 

171,400 170,600 170,000 

181,700 178,300 176,800 

184.000 181,900 -- 179,500 

187,500 186,800 -- 182.600 

192.600 189,400 186.400 

192,900 190,500 -- 189,100 

195,500 192,800 191,500 

199,900 196.800 193.800 

205,100 203,500 199.500 

208,300 208,300 -- 205,000 

209,300 211,100 -- 207,700 

215,900 217,000 .. 212,800 

204,500 206,000 .. 202,300 

209,000 210,400 -- 206.800 
213,000 214,300 213,000 211,200 

211,700 -- 211,700 

-0.6% -- -0.6~'c, --

SERVICES EMPLOYMENT AND PERCENT CHANGE 

250000 ---

200000 

150000 

100000 

50000 

0 

The Gregory Group 
CA06.07003Merced 

Change o/o Change 

-- --
5,200 3.2'"!., 

6,800 4.0"/o 
2,700 1.5"/o 
3,100 1.7"/o 

3,800 2.1'% 

2,700 1.4°/o 

2.400 1.3°/o 

2,300 i .2o/o 
5,700 2.9o/o 
5.500 2.8°/o 

2.700 1.3°/o 

5.100 2.5°/o 
-10,500 -4.9%, 

4,500 2.2°10 
4,400 2.1°10 

-- --
--

0.05 

0.04 

003 

· 0.02 

0.01 

. 0 

-0.01 

-0.02 

-003 

- -0.04 

-0.05 

-0.06 

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 
Est 

Source: Cahfornia Department of Finance 



EXHIBIT II • 13F 
EMPLOYMENT (Non-Farm) 
(Fresno MSA/Madera MSA/Merced MSA) 
MERCED MARKET AREA 

1st Otr 2nd Otr 
Unemployment Rate 

1990 14.5':., 10.7%, 

1991 17.4% 13.1~/(} 

1992 18.4'\, 10.0¢-<) 

1993 18.7°0 15.4''./0 

1994 17.6°-,;, 13.8';/c, 

199S 17.5°:,, 14.4"\, 

1990 17.1 "o 12.8"\, 

1997 16.4¢0 1?.9'%, 
1998 17.4"{, 13.9'1 .. 

1999 16.7¢-<) 13.1 '\o 

2000 17.1C:'r, 14.5'\, 

2001 16.9'%, 13.3°/(} 

2002 16.7'% 13.6~-;, 

2003 13.9°/o 11.2~-;, 

2004 13.0%, 10.1".io 

2005 10.9°/o 8.5".to 

2006 9.6~/o 8.8°,C 

3rd Qtr 4th Otr YTD Year 

8.8%, 13.7"!" 11.9~1
0 

9.3'\, 14.7";" 13.B'Yo 
13.5'}'0 172"0 10.9"1<, 
12.3°/(} 10.4~() 15.7':1(} 

11.4°10 14.4'},, 14.6"'0 

10 9'':o 1 t:, 1 °1~ " 14.7'1<~ 
10.3"\, 14.3"'.S " 13.?"lo 

10.?S-'o 15.0"'.S 13.?":o 

10.5'1<> 14.1°!.., 14.2"/o 

9.0'\, 13.3% 13.2'X, 

10.7''\, 14.0o/o " 14.1".,<, 

10 4o,,;, 14.3'% " 13 7°/o 

10 9°-o 15.2%, " 14 2°1,, 
8.9~,;, 11.3°/o " 11 5°/o 

8.1".:o 102'% " 10.4°/o 

7.2"-'o 8.4°/o " 9.0°/o 

6.5".'C, .. " 

UNEMPLOYMENT RATE AND JOB GROWTH 

12000 

10000 

8000 
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4000 

?000 

0 

The Gregory Group 
CA015.07003Merced 

Job Growth "/., Change 

.. " 

6Ji00 2'10 

0,900 2.0''1.:, 
4.100 1.4'% 

4.600 1.1)':io 

6.:,00 2. - c;,, 

4.300 i .4";<) 

S,?00 1 .fl0/o 

6,900 2_·'}; 

10.2:JO 3."%, 

9,0(10 2.6°{, 

6,?00 1.H"/0 

10.0)0 2.8°rC 

4,2(10 1.1 ~·O 

7,1(10 1.9".-'<, 

7,100 1_9<;;, 

" 

018 

0.16 

0 14 

0.1? 

I 0.1 

0.08 

0 06 

0.04 

'. 0.02 

0 
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 ?000 ?001 ?00? ?008 ?004 2005 ?006 

!::st l:::.st 

Source: Cal1!ornia DepHrtrnent of l1nancc 



EXHIBIT 11 - 14A 
BUILDING PERMITS 
(Fresno MSA/Madera MSA/Merced MSA) 
MERCED MARKET AREA 

1st Qtr 

Total Permits 

1986 --
1987 --

1988 --
1989 

1990 --

1991 --
1992 --
1993 --
1994 
1995 1,304 

1996 1,186 

1997 1,008 

1998 1,009 

1999 999 

2000 933 

2001 1,088 

2002 1.141 

2003 2.062 

2004 2,591 

2005 1,879 

2006 2,123 

Percent Change 13.0% 

2nd Otr 

--
--

--

--

--

--
1,584 

1,358 

1.112 

1.282 
1,158 

1,354 

1,632 

1,474 

2,216 

2,969 

2,806 

2.319 

-17.4% 

3rd Qtr 4th Qtr YTD 

-- -- --

-- --

-- -- --

--
-- -- --

-- --
-- -- --

-- --
--

1.469 1,331 

1,189 852 --
1.052 1,114 

1,108 1.266 --

1,060 1.122 

1,561 1,214 --
1,266 1.607 --
1,810 1,994 

2,387 3.015 

2.811 2,644 --
2,914 2,573 7,599 

1,425 -- 5,867 

-51.1% -22.8'\:, 

TOTAL BUILDING PERMITS AND PERCENT CHANGE 

12000 · 

10000 

8000 

6000 

4000 

2000 

0 

The Gregory Group 
CA06.07003Merced 

Year 0/o Change 

7,105 --

6,152 -13.4"/o 

5,475 -11.0%, 

8,796 60, 7°/o 

6,531 -25.8%, 

5,355 -18.0o/o 

6.447 20.4°/o 

6,073 -5.8°/o 

6,395 5.3o/o 

5.698 -10.9o/o 

4,785 -16.0°/o 

4.362 -8.8°/o 

4,646 6.5°/¢ 

4.579 -1.4o/o 

5,184 13.2°/¢ 

5.649 9.0°/o 

6,571 16.3~-0 

9,722 48.0°/o 

11.015 13.3'>/o 

10.172 -7.7°/o 

--
-- --

· 0.7 

0.6 

05 

0.4 

03 

0.2 

01 

. 0 

-0.1 

-0.2 

-0.3 

-0.4 

1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 
Est 

Source: California Department of Finance 



EXHIBIT II - 148 
BUILDING PERMITS 
(Fresno MSA/Madera MSA/Merced MSA) 
MERCED MARKET AREA 

1st Qtr 

Single-Family Permits 

1986 .. 

1987 

1988 .. 

1989 .. 

1990 .. 

1991 

1992 .. 

1993 

1994 .. 
1995 943 

1996 1, 103 

1997 993 

1998 851 

1999 925 

2000 849 

2001 980 

2002 1,105 

2003 1.743 

2004 2.057 

2005 1,541 

2006 1.714 

Percent Change 11 _,0':o 

2nd Otr 3rd Otr 

.. 

.. .. 

.. 

.. 

.. 

.. .. 

1,211 1,134 

1,336 1,010 

975 1,000 

1,242 1.102 

1.146 976 

1,28/ 1,418 

1537 1,241 

1.387 1,758 

2.095 2.151 

2.629 2.329 

2.336 2,ti30 

1.945 1.106 

-16. 7?c, -56.3% 

4th Qtr YTD 

.. . . 

.. 

.. 

.. . . 

.. 

.. 

.. .. 
. . 

.. .. 

1.087 

773 .. 

890 .. 

1,003 

992 .. 

1.126 .. 

1.593 .. 

1,832 .. 

2,104 

2.150 

2,179 6.407 
.. 4,765 

-25 6°,o 

The Gregory Group 
CA06.07003Merced 

Year 0/a Change 

3,97'0 

3.8"!5 -2.4°/., 

4.200 BA"/,, 

6.4"17 52 8°/o 

4,9:13 ·23.1~0 

4.289 -13.1°/o 

5.5:lS 291'% 

5.542 O. l'X, 

5.3]0 -3.8°/o 

4,41)3 · 16.s~:" 

4,3B2 -1.6%, 

3.8H5 -11.B'Yo 

4 1H3 R:J~J,, 

4.0B9 ·2 2°/0 

4.802 17 4~,;, 

5.4:?1 12 9'\, 

6.2]8 15 1'>0 

8.ff'4 29 4~,;, 

9.1G5 13 5~-0 

8.5B6 -6.3'>0 

.. 

SINGLE-FAMILY BUILDING PERMITS AND PERCENT CHANGE 
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EXHIBIT 11 • 14C 
BUILDING PERMITS 
(Fresno MSA/Maclera MSA/Mercecl MSA) 
MERCED MARKET AREA 

1st Qtr 

Multi-Family Permits 

1986 .. 

1987 .. 

1988 .. 

1989 

1990 

1991 .. 
1992 

1993 .. 
1994 .. 

1995 361 

1996 83 

1997 15 

1998 158 
1999 74 

2000 84 

2001 108 

2002 36 

2003 319 

2004 534 
?005 338 

2006 409 

Percent Change 21.0% 

2nd Qtr 3rd Qtr 

.. .. 

.. 

.. .. 

.. .. 

.. 

.. 

.. .. 

.. .. 

.. .. 
313 335 
22 179 

137 52 

40 6 
12 84 
67 143 

95 25 

87 52 

121 236 

340 482 

470 384 
374 319 

-20.4% -16.9% 

4th Qtr YTO 

. . .. 

.. . . 

. . 

.. . . 

.. . . 

.. . . 

.. .. 

.. .. 

.. 

244 
79 .. 

224 .. 

263 .. 

130 .. 

88 

14 .. 

162 .. 

911 .. 

494 .. 

394 1,192 

1.102 

-7.6'}'c, 

The Gregory Group 
CA06.07003Mercecl 

Year %,Change 

3,135 

2,277 -27.4'% 

1.275 ·44.0°/o 

2,379 86.6"io 

1,598 -32.B''lo 

1.066 -33.3''1., 

912 -14.4°/o 

531 -41.8°/o 

1.065 100.6'% 

1,245 16.9°;0 

403 -67.6°/o 

497 23.3°/o 

463 -6.8°;0 

490 5.8°/o 

382 -22.0°/o 

228 -40.3%, 

333 46.1"/o 

1,648 394.9°/o 

1,800 12.3'%, 

1.586 -14.3'% 
.. .. 

.. .. 

MULTI-FAMILY BUILDING PERMITS AND PERCENT CHANGE 

3500 

3000 · 

2500 

2000 

1500 

1000 

500 

0 I I I I I I, 
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Source: California Department of F-inance 
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EXHIBIT II - 15 
POPULATION SUMMARY 
MERCED MARKET AREA 

Market Area 1992 

Merced 
Population 58.700 

Change 

Percent Change .. 

Merced County 
Population 188.300 

Change 

Percent Change .. 

300,000 

250,000 

200.000 -

150.000 

100,000 

50,000 

0 
1992 

1993 1994 

59.600 60,400 

900 800 
1.5°/o 1.3"'/o 

192,500 196.600 
4,200 4,100 
2.20:,, 2. 1'':, 

1993 1994 

Source: California Department of Finance 

1995 1996 1997 1998 1999 2000 2001 

60,700 61.300 61.000 62,100 63,000 63500 64,709 

300 600 200 600 900 500 1,209 

0.5°/o 1.0%, 0.3S·;, 1.0~·<> 1.5'% 0.8'\, 1.9°/o 

198.700 '98,600 200,100 203,200 205,900 210.554 214,652 

2,100 -100 1,500 3.100 2,700 4,650 4.098 
, .1%, -0.1~·<) O go,;;, ; .6~10 1.3'>0 2.3'\, 2.Q";~ 

MERCED MARKET AREA TOTAL POPULATION 

1996 1'.:JYb 1YY( HhJt:! 1989 2000 2001 

ID Merced tJ Merced County 

2002 2003 2004 

66.780 68,395 70.415 

2.071 1.615 2,020 

3.2o/o 2.4%, 3.0% 

221,274 227,752 234.169 
6,622 6.478 6,417 

3.1'%, 3.0°0 2.8°/o 

2002 2003 2004 

The Gregory Group 
CA06.07003Merced 

2005 2006 (Est) 

73,610 76, 113 

3.195 2.502 
4.5°/o 3.410 

240.162 246.842 

5,993 6,680 

3.0':,;, 2.8°1c 

2005 2006 {Cst.) 



EXHIBIT II - 16A The Gregory Group 
DETACHED HOME RESALE MARKET SUMMARY CA06.07003Merced 
(Zip Codes: 95340, 95341, 95343, 95344 & 95348) 
MERCED MARKET AREA 

Price Per 
Sale Street Home Sale Square Lot Year 

Date Address Street Name Size Price Foot Bed Bath Size Built 

6127/2006 2292 N Meadowbrook Ave 999 $150,000 $150.15 10,098 1954 

4/18/2006 2087 W Lobo Ave 1,287 $184,000 $142.97 2004 

6/212006 464 Carmel Rd 1,575 $185,000 $117.46 3 3 7,245 1959 

5111/2006 1931 Warren Ct 2,660 $188,000 $70.68 3 2 8,200 1973 

6/212006 3047 Colony Park Dr 1,146 $194,000 $169.28 1987 

5/30/2006 1419 O St 672 $200,000 $297.62 2 1,500 1947 

4/19/2006 615 Barney St 1,087 $202,000 $185.83 2 7,000 1953 

411112006 2228 P St 1,022 $205,000 $200.59 2 5,000 1925 

4119/2006 2073 W Lobo Ave 1,380 $208,000 $150.72 2004 

4/1912006 2065 W Lobo Ave 1,515 $210,000 $138.61 2004 

5/24/2006 728 W 25th St 760 $212,000 $278.95 2 7,500 1947 
5116/2006 1640 Juneau Ct 980 $222,000 $226.53 7,650 1972 

4/18/2006 2059 W Lobo Ave $225,000 
4/17/2006 972 E Olive Ave 1,047 $228,000 $217.77 1985 

5/3/2006 1740 DSt 1,272 $230,000 $180.82 2 2 6,000 1948 

511012006 2408 Meadowbrook Ave 1,495 $231,000 $154.52 1974 

414/2006 1844 Merced Ave 1,004 $232,000 $231.08 2 2 1988 

61112006 1168 S State Highway 59 560 $235,000 $419.64 47,916 1946 

4/2512006 2346 T St 936 $235,000 $251.07 2 6,500 1955 

5/912006 156 W 26th St 925 $238,000 $257.30 2 7,500 1920 

611312006 11 Skylark Ct 1,095 $239,000 $218.26 1989 

416/2006 1341 Tide Dr 2,314 $239,000 $103.28 2005 

4/1112006 344 W 23rd St 1,058 $240,000 $226.84 3 2 7,500 1900 
6/13/2006 613 Moomjean Ave 848 $240,000 $283.02 3 7,250 1951 

5/2/2006 2894 N Elm Ave 1,328 $241,000 $181.48 9,500 1960 

6/28/2006 1048 W 22nd St 1, 191 $245,000 $205.71 2 7,500 1939 

6/1312006 2360 Fir Ave 896 $245,000 $273.44 1950 

5/18/2006 1015 E 22nd St 1,296 $245,000 $189.04 3 2 9,300 1951 

513012006 1425 Loughborough Dr 1,332 $245,000 $183.93 6,000 1977 

4127/2006 50 Skylark Ct 999 $245,000 $245.25 1989 

4/21/2006 1655 Laurel Ave 957 $247,000 $258.10 2 6,000 1941 

5/912006 3021 Oleander Ave 1.005 $249,000 $247.76 2 8,100 1949 

5/19/2006 920 W 23rd St 1, 112 $250,000 $224.82 3 2 7,500 1940 

5/2412006 1761 Almond Ave 884 $250.000 $282.81 2 6,000 1941 

5/3112006 1010 R St 1,492 $250,000 $167.56 3 7.500 1950 

5131/2006 1538 W 12th St 1,044 $250,000 $239.46 3 1 9,000 1957 

4121/2006 3125 N Parsons Ave 1,569 $258,000 $164.44 4 2 6,700 1968 

5/3/2006 1120 E 21st St 1,284 $260,000 $202.49 2 1 10,400 1948 

5/12/2006 2903 N Gurr Rd 1, 143 $260,000 $227.47 1950 

4124/2006 877 Carol Ave 1,342 $265,000 $197.47 3 2 8,100 1961 

6/712006 526 Mustang Ct 1,487 $265,000 $178.21 1991 

4/712006 2309 Circle Dr 1,104 $280,000 $253.62 2 6,630 1940 

6/212006 424 Occidental Ct 1,120 $285,000 $254.46 6,000 1993 

5/16/2006 429 Gail Ct 1,358 $289,000 $212.81 6,944 1969 

6/13/2006 1784 N Coffee St 1,164 $290,000 $249.14 2 12,638 1940 

4120/2006 3113 Poplar Dr 1,165 $290,000 $248.93 8,775 1982 



Price Per 

Sale Street Home Sale Square Lot Vear 

Date Address Street Name Size Price Foot Bed Bat~, Size Built 

5/1512006 413 Vargus Ct 1, 187 $290,000 $244.31 3 2 2004 

5/10/2006 470 Vargus Ct 1, 187 $290,000 $244.31 3 2 2004 

5/1812006 3405 Vernal Ave 1, 178 $291,500 $247.45 3 2 7,500 1978 

6114/2006 2595 W Fir Ave 1,460 $292,500 $200.34 6,161 1994 

41312006 3332 El Dorado Ct 1,412 $293,000 $207.51 3 2 6,000 1974 

4127/2006 2643 Vega Ct 1, 187 $295,000 $248.53 4,500 1994 

4/312006 578 Monique Ct 1,080 $295,000 $273.15 2005 

6/512006 2417 Elderberry Dr 1,197 $298,000 $248.96 7,100 1993 

4/24/2006 379 E 18th St 1.127 $298,500 $264.86 2 9,000 1946 

6/12/2006 1545 W 23rd St 1.154 $300,000 $259.97 3 8,400 1954 

4/10/2006 505 E Vassar Ave 1,134 $300,000 $264.55 1995 

4/28/2006 3389 M St 1,589 $307,000 $193.20 7,000 1967 

5/10/2006 2234 E Childs Ave 1,320 $308,000 $233.33 2002 

417/2006 2636 Mira Ct 1,252 $310,000 $247.60 2004 

4/13/2006 107 San Clemente Dr 1,313 $315,000 $239.91 2002 

5/1612006 3740 Morning Glory Ave 1,258 $315,000 $250.40 2004 

4/2612006 682 John Ct 1,250 $315,000 $252.00 3 2 2005 

5/112006 1262 Vivaz Ct 1,132 $317,500 $280.48 1994 

4/1712006 24 E Sonoma St 1,313 $320,000 $243.72 2004 

51812006 1850 Cheyenne Dr 1.335 $322,500 $241.57 6,400 1976 

41512006 351 W 5th St 1,304 $325,000 $249.23 3 1 7.500 1945 

411412006 1222 Villa Dr 1,194 $325,000 $272.19 4 2 6.400 1974 

511612006 2596 Pauline Ct 1,361 $325,000 $238.80 1994 

5/812006 2740 Saratoga Ave 1,560 $330,000 $211.54 3 2 6,100 1978 

41512006 1028 E Century Dr 1,405 $334,000 $237.72 3 2 2002 

411912006 2755 Branco Ave 1.717 $335,000 $195.11 3 2 6,000 1976 

4/1712006 420 E South Bear Creek Dr 1.519 $339,000 $223.17 2 1 5,490 1947 

41312006 3025 Marie Ct 1,570 $340,000 $216.56 3 2 7,680 1975 

4128/2006 23 Sunset Ct 1.615 $340,000 $210.53 4 2 9,000 1976 

51912006 2643 Antares Ct 1,252 $340,000 $271.57 2005 

51112006 3324 Columbia Ave 1,615 $341,000 $211.15 4 2 7,875 1978 

5119/2006 61 E 21st St 1,980 $344,000 $173.74 3 2 9,750 1940 

512412006 3625 Dove Ct 1,338 $345,000 $257.85 1990 

5123/2006 1890 Regina Ct 1,936 $345,000 $178.20 4 3 7,500 1993 

6/7/2006 435 Joleen Ct 1,833 $345,000 $188.22 4 2 2004 

5/3/2006 162 Antonio De Padua Ct 1,313 $345,000 $262.76 2004 

4/10/2006 2451 N Myrtle Ave 1,891 $350,000 $185.09 2 2 1991 

4/6/2006 474 Las Brisas Ct 1,313 $350,000 $266.57 2000 

6/27/2006 321 Edan Ct 1,511 $350,000 $231.63 2002 

4125/2006 486 Vargus Ct 1,617 $352,000 $217.69 4 2 2004 

6/15/2006 3424 Sueno Ct 1,350 $355,000 $262.96 1991 

4/5/2006 1844 Springfield Ct 1,281 $355,000 $277.13 1993 

4121/2006 1838 Demoss Ct 1,400 $359,000 $256.43 3 2 2002 

4/18/2006 1170 W Donna Dr 1,429 $365,000 $255.42 1997 

4/13/2006 1972 Woodhaven Ct 1,917 $367,000 $191.44 4 3 1997 

6/1212006 1776 Poppy Hills Ct 1,434 $369,000 $257.32 3 2 9,148 2000 

4/27/2006 2128 Fern St $370,000 

4/24/2006 3372 Wawona Ct 1,766 $380,000 $215.18 3 2 6,825 1974 

5/1612006 2111 Hampden Ct 1,942 $380,000 $195.67 4 3 1989 

6/1/2006 3062 Beverly Ct 1,386 $381,000 $274.89 3 3 1987 

4/18/2006 665 Dennis Ct 1,900 $385,000 $202.63 4 2 7,006 1968 

4/12/2006 3402 Tres Logos Dr 1,965 $387,500 $197.20 9,840 1995 



Price Per 
Sale Street Home Sale Square Lot Year 
Date Address Street Name Size Price Foot Bed Bath Size Built 

4/4/2006 580 Santa Clara St 1,705 $388,000 $227.57 2005 
5/1/2006 1163 Teal Ct 1,824 $389,000 $213.27 1998 

4/20/2006 3591 Sepulveda Ave 2,060 $390,000 $189.32 2004 

5/11/2006 1105 E21stSt 1,665 $395,000 $237.24 2 2 9,450 1952 

6/13/2006 815 Modoc St 1,573 $398,000 $253.02 3 2 7,500 1965 
4/1812006 1036 W 21st St 2,754 $400,000 $145.24 3 2 10,950 1925 

413/2006 1995 N Buhach Rd 2,020 $400,000 $198.02 2 1 1958 

51212006 1873 Valley Forge Ave 1,677 $400,000 $238.52 3 2 6,000 1978 
61812006 3724 Beam Ave 2,352 $400,000 $170.07 2004 

5/10/2006 1388 Cormorant Dr $410,000 
4/18/2006 1082 Vermont Dr 2.385 $415,000 $174.00 4 3 15,000 1964 

519/2006 793 E Redwing Dr $415,000 
5/1612006 232 W 23rd St 2,140 $432,000 $201.87 2 3 11,250 1920 
5/2112006 1172 Pinnacle Dr $435,000 
4110/2006 916 Antler Ct 1,850 $440,000 $237.84 3 2 1991 

4/2512006 864 Vanderbilt Ct 1,821 $450,000 $247.12 1988 

5/31/2006 1230 Brightday Dr 1,859 $455,000 $244.76 2004 
41312006 1259 Glacier Point Ct 1,855 $460,000 $247.98 3 2 7,721 1998 

4/1212006 3762 Beam Ave 1,859 $460,000 $247.44 2004 

4/1112006 3733 Beam Ave 2,023 $460,000 $227.39 2004 

4/25/2006 3071 Silver Elm Ct 2,013 $470,000 $233.48 4 3 1990 
4/17/2006 3569 Sepulveda Ave 2,300 $475,000 $206.52 2004 
4/5/2006 3734 Morning Glory Ave 2,023 $475,000 $234.80 2004 

4/13/2006 1238 Brightday Dr 2,352 $480,000 $204.08 2004 

6/1/2006 1867 Vassar Ave 534 $500,000 $936.33 3 1 217,800 1900 
5/15/2006 1060 Colorado Dr 1,970 $505,000 $256.35 3 2 18,000 1965 

5/8/2006 3533 Temecula Ct 2,819 $534,000 $189.43 2003 

4/26/2006 1337 Esplanade Dr 2,300 $542,000 $235.65 2004 

5/16/2006 1229 Catalina Dr 2,300 $554,000 $240.87 2003 
5/16/2006 1161 Carolina Dr 4,134 $577,000 $139.57 5 5 13,200 1968 

4124/2006 409 N Coflee St 1,755 $599,000 $341.31 2 1 52,272 1946 
4/14/2006 2815 E Childs Ave 1,242 $680,000 $547.50 3 209,088 1924 

4111/2006 2483 E Remington Ct 2,303 $730,000 $316.98 43,560 1996 

4/19/2006 777 Rambler Rd 3,830 $800,000 $208.88 20,720 1955 
4/4/2006 3321 Doncaster Ct 3,065 $827,000 $269.82 4 3 2005 

5/11/2006 2433 Tuscany Ave 3, 186 $865,000 $271.50 3 3 43,560 1987 

4/712006 260 E Bellevue Rd 1,424 $870,000 $610.96 200,376 1972 

Averages: 1,543 $348,726 $235.98 18,790 1916 I 

Built After 2000 Averages: 1,707 $376,567 $224.06 9,148 2004 I 



EXHIBIT 11 • 168 
DETACHED HOME RESALE ANALYSIS 
(Zip Codes: 95340, 95341, 95343, 95344 & 95348) 
MERCED MARKET AREA 

Number 
Price Ran e of Sales 

Less Than $200,000 5 
$200,000 - $299,999 50 
$300,000 $399,999 48 
$400,000 $499,999 19 
$500,000 - $599,999 7 

$600,000 and Greater 6 
TOTALS: 135 

Percent Average 
Market Share Price 

3.7'Yo $180.200 
37.0% $252,370 
35.6°/o $346,740 
14.1°/o $438,526 
5.2°/o $544,429 
4.4% $795.333 

100.0% $348,726 

RESALE DISTRIBUTION BY PRICE 

40'% 

30'\, 

II I 

The Gregory Group 
Ct,06.07003Merced 

$HOO,OOO 

, Si00.000 

, SG00,000 

$'.>00.000 

$400.000 

· s:ioo.ooo I 

$:'.00.000 

$100,000 

II . $0 
Less Than S?00.000 $200,000 · $29~.9~9 $300.000 · $39'.t999 $400,000 · $499,999 $b00,000- $5fJ9))99 $600,000 a itJ Creater 

... Percent Distribution -+- Average Price 



EXHIBIT II -17A The Gregory Group 
DETACHED HOME LISTINGS MARKET SUMMARY CA06.07003Merced 
(Zip Codes: 95340, 95341, 95343, 95344 & 95348) 
MERCED MARKET AREA 

Price Per 
Street Home Sale Square Lot Year 

Address Street Name Size Price Foot Bed Bath Size Built 

216 E 9th Street 980 $145,000 $147.96 3 1903 
1455 Rita Mae 732 $150.000 $204.92 2 1979 
512 W 11th Street 450 $174,000 $386.67 1 1938 
927 W 8th Street 480 $174,900 $364.38 2 1949 
323 Harrison Street 716 $175,000 $244.41 2 1944 

503 R Street 750 $185,000 $246.67 3 1940 
1032 R Street 546 $189,000 $346.15 1 1948 
47 E 11th Street 888 $189,000 $212.84 2 1960 

2078 Lobo Avenue 791 $199,000 $251.58 2 1937 
2646 Beachwood Drive 768 $224,000 $291.67 2 1947 

27 South S 816 $224.900 $275.61 2 1959 
23 E. Main 688 $225,000 $327.03 1 1920 

1726 Almond 796 $225,000 $282.66 2 1,947 
1731 Rose Avenue 1,100 $225,000 $204.55 3 
816 12th 772 $225,900 $292.62 2 1 1938 
526 Stratford Court 977 $228,000 $233.37 3 2 1984 

936 24th 1,044 $229,000 $219.35 3 1 1957 
511 Seville 977 $229,000 $234.39 3 2 1987 
909 W 21st St 1,025 $229,500 $223.90 2 1920 
1928 Q Street 944 $229,500 $243.11 2 1925 

730 W 12th St 956 $229,500 $240.06 2 2 1977 
40 W 25th St 896 $230,000 $256.70 3 2 1922 

3048 Oleander Avenue 1,249 $230,000 $184.15 3 2 1956 
534 Stratford 977 $230,000 $235.41 3 2 1984 

120 S Street 800 $235,000 $293.75 2 1 1949 

536 W. 8th street 1,322 $235,000 $177.76 3 1957 
37 W 26th St 995 $237,500 $238.69 2 1920 
122 25th Street 1,254 $237,500 $189.39 2 7,405 1924 
422 Jonathon Street 920 $239,500 $260.33 3 2 1996 

1314 W. 22nd St. 915 $239,900 $262.19 2 1 1951 
2331 R Street 840 $239,900 $285.60 2 1 1952 
602 Brimmer Road 1,065 $239,900 $225.26 2 1 6,970 1956 
1340 Rita Mae Avenue 1,440 $240,000 $166.67 2 2 1930 
705 T St. 952 $240,000 $252.10 2 2 1951 

1252 W. 20th St. 1,071 $240,000 $224.09 2 1951 
852 W 25th St. 1,000 $244,900 $244.90 3 7,841 1951 

2160 Calimyrna Avenue 1,313 $245,000 $186.60 3 1945 

124 Colony Lane 1,063 $245,000 $230.48 3 2 1981 
1153 Independence 1.027 $245.000 $238.56 3 2 1990 

649 Gannet Court 977 $247,950 $253.79 3 2 1986 

6 East Starling 1,095 $249,000 $227.40 3 2 1957 
1243 W.Santa Fe Avenue 1,044 $249,000 $238.51 3 1 1957 

415 Canal 1,025 $249,000 $242.93 3 1960 

157 23rd Street East 720 $249,900 $347.08 2 1934 
204 Colony Lane 1,063 $249,900 $235.09 3 2 1981 
25 E.Sugarbird Street 1,008 $249,900 $247.92 3 2 1990 



Price Per 

Street Home Sale Square Lot Year 

Address Street Name Size Price Foot Bed Bath Size Built 

2234 T Street 1,027 $249,950 $243.38 2 1 1951 

1062 Mt Vernon 1,008 $249,999 $248.01 3 2 4,356 1987 

919 w. 20th 1,134 $250,000 $220.46 2 2 7,405 1915 

919 20th West Street 1.134 $250.000 $220.46 2 2 1915 

75 E Santa Fe Street 1,200 $250,000 $208.33 2 1 5,227 1950 

2317 Meadowbrook 933 $250,000 $267.95 3 2 1950 

33 N. Parsons 859 $250,000 $291.04 2 1,950 

1420 W. 11th Street 1,258 $250,000 $198.73 3 7,405 1953 

1660 Echo Avenue 1,331 $250.000 $187.83 3 2 1955 

2105 T Street 1,540 $252.500 $163.96 2 2 1,950 

1650 Union Avenue 1,091 $253,997 $232.81 3 1 1949 

1104 N Street 1,072 $254.900 $237.78 4 1924 

1035 W. 20th Street 1.080 $255,000 $236.11 2 6,534 1920 

2894 Elm Street 1.328 $255,000 $192.02 3 1 1960 

1777 Heritage 1.030 $255,000 $247.57 3 2 1988 

1923 E Stretch Road 1,436 $255,000 $177.58 3 2 

1341 25th Street West 1.032 $257,000 $249.03 2 1 1938 

73 R. Street 1,123 $260,000 $231.52 3 2 1945 

2180 Cabot Avenue 1,265 $262,500 $207.51 3 2 1958 

3067 Nottingham Lane 1.008 $262,500 $260.42 3 2 1961 

155 W. 25th Street 1.800 $263,500 $146.39 3 2 1923 

36 E. Sugarbird Court 1,008 $264,000 $261.90 3 2 7,405 1990 

2494 Ballantyne 1,096 $264,950 $241.74 3 1956 

671 Suzanne Court 1,474 $264,988 $179.77 3 2 2.003 

1745 Orchard Lane 1,488 $265,000 $178.09 3 2 1,941 

832 N Street 1,020 $265.000 $259.80 3 1 7,405 1944 

2582 Mcelvaney Avenue 1,065 $265,000 $248.83 2 8.276 1957 

420 Q Street 1,136 $265,000 $233.27 3 1 7,405 1,958 

1062 ML Vernon Street 1,008 $265,000 $262.90 3 2 1987 

2586 Beachwood Drive 1,200 $265.000 $220.83 3 2 2002 

87 E. San Pedro Street 1.277 $265,000 $207.52 4 2 2004 

79 Barbados Court 1,020 $265,000 $259.80 3 3 2004 
1005 W 21st Street 1,432 $267,000 $186.45 3 1 1923 

1760 Lopes Avenue 1.296 $267,000 $206.02 3 2 7,841 1958 

1647 Mitchell Lane Unit: 1 1,070 $267,000 $249.53 3 2 10,890 1990 

2985 Hampshire Court 1,027 $267,000 $259.98 3 2 1996 

3166 Juneau Court 1,414 $267,500 $189.18 4 2 1973 

2395 Fern Street 1, 193 $267,500 $224.22 3 2 6,098 1979 

265 E. 23rd Street 1.012 $268,000 $264.82 3 2 7,405 1928 

808 V Street 1,098 $268,000 $244.08 3 1 1958 

38 E. Purisima Street 1.320 $268.000 $203.03 3 2 6,098 2004 

3138 W. Tupelo Drive 1,165 $268,950 $230.86 3 2 8,712 1983 

51 W 21st Street 1,735 $269,000 $155.04 3 2 1928 

1455 W 10th Street 841 $269,000 $319.86 2 1 1951 

1735 Stretch Road 1, 176 $269,000 $228.74 3 2 1976 

3523 Placer Court 1,175 $269,000 $228.94 3 2 1977 

611 Jonathon Court 1,054 $269,000 $255.22 4 2 1995 

575 Siant T ersea 990 $269,000 $271.72 3 1 2005 

3277 Juneau 1,414 $269,500 $190.59 4 2 1974 

435 W. 27th Street 1.124 $269,750 $239.99 2 1 1925 

604 Rensselaer Court 1.649 $269,950 $163.71 3 2 1988 

304 E Main Street 952 $270,000 $283.61 2 1 8,712 1925 



Price Per 
Street Home Sale Square Lot Year 

Address Street Name Size Price Foot Bed Bath Size Built 

1626 E. 23rd Street 1,100 8270,000 8245.45 3 2 1952 
236 E 23rd Street 1,199 8270,000 8225.19 2 1 10,454 1953 

2591 Beachwood 1,446 8270,000 8186.72 3 2 6,098 1963 
2641 Capella Drive 1,000 8270,000 $270.00 3 1 1997 
1012 W. 2nd Street 1,092 $272,500 $249.54 3 2 7,405 1959 
1012 2nd Street 1,092 $272,500 $249.54 3 2 1959 

1780 Orchard Lane 1,334 $274,900 $206.07 2 1 1955 
1435 Loughborough 1,561 $274,995 $176.17 3 2 1977 

1777 Dale Street 1.296 $275,000 $212.19 3 1920 
2874 Oleander 816 $275,000 $337 01 2 1927 
2584 Baker Drive 728 $275,000 $377.75 1 1948 
1437 Herman Street 939 $275,000 $292.86 2 1 1950 

1735 E 22nd Street 1,082 $275,000 $254.16 3 1 1952 
2644 7th Avenue 2,107 $275,000 $130.52 3 2 1955 
1575 Primrose Avenue 1,409 $275,000 $195.17 3 2 1955 

380 Carmel Road 1,282 $275,000 $214.51 3 2 6,098 1959 
1228 W 2nd Street 1,044 $275,000 $263.41 3 1 7,405 1959 
3706 Langtry Avenue 1, 170 $275.000 $235.04 3 2 1961 
915 R Street 1,232 $275,000 $223.21 3 1 1984 

544 Spur Street 1,462 $275,000 $188.10 3 2 1989 
461 Las Brisas 1,277 $275,000 $215.35 3 1 1998 

2876 Oleander 980 $277,000 $282.65 2 1 1928 

222 22nd Street 7,500 $278,500 $37.13 3 2 1914 
1481 Hansen Avenue 1,027 $278,888 $271.56 3 2 
111 W. 23rd 1,202 $278,900 $232.03 2 1 1938 
904 10th Avenue 888 $279,000 $314.19 2 1 1950 

2745 10th Avenue 1,152 $279,000 $242.19 3 2 1960 
345 E. 19th Street 1,320 $279,000 $211.36 3 2 1961 

2885 Dan Ward Road 1,080 $279,000 $258.33 3 2 1963 
3514 Oakhurst Avenue 1,176 $279,000 $237.24 3 2 1976 
226 Julian Court 1,475 $279,000 $189.15 3 2 2005 

3209 Parsons Avenue 1,393 $279,900 $200.93 3 2 1965 

1119 Sydney 1,469 $279,900 $190.54 3 2 7.841 1966 

147 Concord Square 1,320 $279,950 $212.08 3 2 1998 
3238 Phoenix Way 1.282 $279,988 8218.40 3 2 6.970 1976 

60 28th Street West 900 $280,000 $311.11 2 1 1918 

240 W. 25th Street 890 $280,000 $314.61 2 1 1941 

3280 Austin Avenue 1,493 $280,000 $187.54 3 2 6,970 1979 

2633 Cowden 1,361 $280,000 $205.73 3 2 1993 

2677 9th Avenue 1.401 $282,000 $201.28 3 2 1960 
349 Amy Court 1,091 $282,000 $258.48 3 2 5.227 2001 

1525 Primrose Avenue 1,024 $284,000 $277.34 3 2 1955 
1009 Vernal 1.413 $284,900 $201.63 3 2 6,534 1978 
3288 Sacramento Drive 1,147 $284,900 $248.39 3 2 
2630 8th Avenue 1.227 $285,000 $232.27 3 2 1956 

1221 W. 1st Street 1,044 $285,000 $272.99 3 1 7,405 1961 
3301 El Capitan 1.463 $285.000 $194.81 3 2 10,019 1961 

1225 E. Olive Avenue 1,576 $285,000 S180.84 3 2 1961 

133 W. 22nd St. 957 $285,000 $297.81 2 1 

1849 Salam Court 1,282 $287,000 $223.87 3 2 1975 

2054 Wind Rose Court 1,268 $287,000 8226.34 3 2 1989 

96 Sonoma Street 1,330 $287,000 $215.79 3 2 2003 



Price Per 
Street Home Sale Square Lot Year 
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3101 Lucich Drive 1,485 $287,000 $193,27 3 2 2003 
2686 7th Street 1,278 $288,000 $225,35 3 2 1956 
143 W. 21st Street 1,553 $288,400 $185.71 3 2 7,405 1939 

810 Carol Street 1,437 $289,000 $201.11 3 2 1961 

3235 Nottingham 1,253 $289,000 $230.65 3 2 1964 

2976 Yorkshire Court 1,357 $289,000 $212.97 4 2 4,792 2002 

420 Brittany Way 1,250 $289,000 $231.20 3 2 2004 

2662 Mira 1,240 $289,000 $233.06 3 2 2004 

545 Santa Clara Street 1,095 $289,000 $263.93 3 2 3,920 2005 

1730 Cheyenne Drive 1,263 $289,900 $229.53 3 2 1976 

458 Amy Street 1,091 $289,900 $265,72 3 2 2001 

2310 Ash Avenue 1, 110 $290,000 $261.26 2 2 1945 

1971 Glen Avenue 1,082 $292,000 $269.87 2 1 1940 

850 22nd Street East 1,470 $294,000 $200.00 2 2 

3243 Shamrock 1,250 $294,900 $235.92 3 2 1968 

636 Northwood Drive 1,358 $295,000 $217.23 3 2 1971 

36 West Swallow Street 1,095 $295,000 $269.41 3 2 1989 

2794 Stretch Road 2,100 $295.000 $140.48 4 3 2005 

2036 Patty Drive 1,459 $295,000 $202.19 3 2 

200 Watertown 1.086 $295,900 $272.47 3 2 1995 

3487 Arch Rock Street 1,534 $297,900 $194.20 3 2 1989 

198 San Pedro Way 1,313 $297,999 $226,96 3 2 6.098 2003 

171 E Main Street 1,558 $298,000 $191.27 3 1 7,405 1946 
2695 Agnes Way 1,330 $298,000 $224,06 3 2 6,098 1962 

892 San Pablo 1,665 $298,000 $178,98 3 2 1986 

2901 Village Drive 2,015 $298,500 $148. 14 3 2 1965 

21 W 20th Street West 1,633 $298,500 $182,79 3 2 1975 

429 Halley Avenue 1,252 $298,700 $238,58 3 2 4,792 2004 

922 W, 20th Street 1,404 $299,000 $212,96 3 2 7,405 1916 

1022 Lawndale Avenue 1,264 $299,000 $236.55 3 1 1955 
1436 W, 9th Street 1,594 $299,000 $187,58 4 2 1956 

1436 W. 9th Street 1,594 $299,000 $187,58 4 2 1956 
1530 Hansen Avenue 1,830 $299,000 $163.39 2 3 8,276 1961 

2385 Dan Ward Road 1,388 $299,000 $215.42 3 1 1963 

2734 Midge Avenue 1,200 $299,000 $249, 17 4 2 6,534 1974 

1506 Denver Way 1,466 $299,000 $203,96 4 2 6,098 1977 

3430 La Jolla Way 1,468 $299,000 $203,68 3 2 6,098 1977 

2385 Lance 1, 140 $299,000 $262.28 3 2 6,098 1980 
3613 Dove Court 1,600 $299,000 $186,88 4 2 1990 

2524 Pinedale Avenue 1,460 $299,000 $204.79 3 2 6,098 1992 

1882 De Moss Court 1,458 $299,000 $205.08 3 2 4,792 2002 

2671 Valley Drive 1,389 $299,000 $215.26 3 2 
2573 Parsons Avenue 1,448 $299,500 $206.84 4 2 1967 

3254 Shamrock Avenue 1,393 $299,500 $215.00 3 2 6,534 1968 

2621 Mira Court 1,251 $299,500 $239.41 3 2 5,227 2004 

2475 Myrtle Avenue 1,240 $299,500 $241.53 3 2 2 

1323 W 1st Street 1, 121 $299,880 $267.51 3 3 1974 

1421 2oth Street 1.413 $299,900 $212.24 3 2 12.197 1951 

1252 Villa Street 1.256 $299,900 $23877 3 2 1974 
2924 Autumn Drive 1,212 $299,900 $247.44 3 3 1997 

3725 Morning Dove Avenue 1,278 $299,900 $234.66 3 3 2004 

177 W. San Pedro 1.313 $299,950 $228.45 3 2 2003 
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2873 Elm Street 1,426 $299,950 $210.34 4 2 2006 

2497 N. Parsons Avenue 1,268 $299,990 $236.59 3 2 6,098 1963 

37 El Verano 1,091 $299,995 $274.97 3 2 2002 

3368 San Fernando Court 1,507 $299,999 $199.07 3 2 1971 

659 Junipero Court 1.496 $299,999 $200.53 3 2 1971 

328 Silver Star Court 1,320 $300,000 $227.27 3 2 6,534 1981 

2940 N. State Highway 59 1.188 $300,000 $252.53 3 2 1986 

2831 Marietta 916 $300,000 $327.51 3 2 2002 

2532 Fir 1, 151 $305,000 $264.99 3 2 1994 

3157 Dr Lucich 1,143 $309.000 $270.34 3 2 2003 

2217 Sweetwater Court 1,572 $309,000 $196.56 3 2 2004 

191 San Clemente Drive 1,275 $309,000 $242.35 4 2 

2867 Mountain Springs 1.387 $309,950 $223.47 4 2 10,019 2002 

2659 Polaris Court 1.300 $309,950 $238.42 4 2 4,792 2004 

3376 Tuolumne Court 1,412 $309,997 $219.54 3 2 1976 

1810 Glen Avenue 2,270 $310,000 $136.56 3 2 8.712 1941 

2455 Pinedale Avenue 1,333 $310,000 $232.56 3 2 7,841 1993 

1572 La Mirada 1.324 $310,000 $234.14 4 2 2001 

918 Alexis Avenue 1,358 $310,000 $228.28 4 2 6.098 2003 

2655 Capella Drive 1,408 $310,000 $220.17 3 2 2004 

540 Buckner Road 1,168 $313,900 $268.75 3 2 1996 

2542 Pinedale Avenue 1,361 $314,000 $230.71 3 2 6,098 1992 

426 Petunia Court 1,554 $314,500 $202.38 3 3 2005 

3308 Cherokee Avenue 1,175 $314,900 $268.00 3 2 1974 

1463 HuntersDrive 1,265 $314,900 $248.93 3 2 1995 

2958 Autumn 1,212 $314,900 $259.82 3 2 6,098 1996 

2661 Polaris Court 1,252 $314,900 $251.52 3 2 4,356 2004 

1268 Sunup Drive 1,637 $314,900 $192.36 3 3 4,792 2004 

416 Las Brisas 1,320 $314,995 $238.63 3 2 1999 

1272 Villa Road 1.400 $314,999 $225.00 4 2 1975 

3616 Langtry Avenue 1,324 $315,000 $237.92 3 2 1953 

2367 Pinedale Avenue 1,446 $315,000 $217.84 3 2 7,405 1964 

3376 San Luis Rey Court 1,821 $315,000 $172.98 3 2 1974 

1543 Ronnie Court 1,388 $319,240 $230.00 4 2 2006 

51 Mazanita 1,500 $319,500 $213.00 4 2 2003 

1710 E 26th Street 1,360 $319,900 $233.16 4 2 1956 

2540 Parsons Street 1,489 $319,900 $214.84 4 2 1961 

448 Sonora 1,602 $319,900 $216.92 4 2 1974 

1410 Citation 1,372 $319,900 $218.28 3 2 1980 

420 Brittany Way 1.250 $319,900 $189.35 3 2 2004 

491 Vargus Court 1,475 $319,950 $216.92 3 2 4,792 2003 

3336 Carson Court 1,466 $319,999 $218.28 3 2 10,019 1977 

2115 Cedar Crest Drive 1,690 $320,000 $189.35 3 3 1964 

3517 Trinity Court 1.175 $320,000 $272.34 3 2 1977 

570 San Xavier 1,320 $320,000 $242.42 3 2 2005 

530 Monique 1,715 $320,000 $186.59 3 2 2005 

3771 Swan Avenue 1,259 $320,000 $254.17 3 2 2005 

3541 Solano Court 1,615 $321,500 $199.07 4 2 1977 

2702 Laughlin Court 1,390 $322,000 $231.65 3 2 6,098 1991 

2069 Spy Glass Court 1,273 $322,000 $252.95 3 2 6,098 

368 La Mesa Court 1,275 $323,995 $254.11 4 2 1999 

2715 Story Avenue 1,380 $324,000 $234.78 4 2 7,405 1971 



Price Per 
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920 E 21st 1,861 $324,900 $174.58 2 2 1954 
3069 Oleander Avenue 1,323 $324,900 $245.58 4 2 1955 
1596 E Olive Avenue 1, 105 $324,900 $294.03 3 2 8,276 1965 
551 Margaret Court 1,474 $324,900 $220.42 3 2 4,792 2003 
360 W 23rd Street 1,788 $325,000 $181.77 3 2 7,405 1900 
725 E. Alexander Avenue 1,622 $325,000 $200.37 3 2 1900 
712 W 28th Street 2,023 $325,000 $160 65 4 2 7,405 1928 

3840 Quail Avenue 1,510 $325,000 $215.23 2 2 1990 
346 La Mesa Court 1,148 $325,000 $283.10 4 2 2000 
317 Ian Court 1,320 $325,000 $246.21 3 2 2001 
1930 Jurgensen Street 1,528 $325,000 $212.70 3 2 2002 
535 San Benicia Court 1,435 $325,000 $226.48 4 2 
1559 Ronnie Court 1,476 $326,900 $221.48 3 2 2006 
674 Trudy Way 1.617 $329,800 $203.96 4 2 2003 
885 Semisole Drive 1,454 $329,900 $226.89 4 2 1964 

3031 Marie Court 1,511 $329,900 $218.33 3 2 1975 
2800 Story A venue 1,838 $329,900 $179.49 3 2 1980 
3375 San Felipe Court 1,660 $329,900 $198.73 3 2 6,098 1984 
1837 Creekside Drive 1,390 $329,900 $237.34 3 2 1994 
1847 Demoss Court 1,400 $329,900 $235.64 3 2 2002 
2645 Mira Road 1.500 $329,900 $219.93 4 2 2004 
3375 De Anza Court 1,790 $329,950 $184.33 4 2 1972 
431 La Mesa Street 1,080 $329,999 $305.55 3 2 1999 

3102 Lincoln Avenue 1,755 $330,000 $188.03 4 2 1960 
1143 Bel Air 1,359 $330,000 $242.83 3 2 1961 
3109 Nottingham 1,804 $330,000 $182.93 3 2 1964 
1372 Tipperary 1,250 $330,000 $264.00 3 2 1968 
1989 Sierra Court 1,752 $330,000 $188.36 3 2 1972 
1950 Rogina Avenue 1,400 $330,000 $235.71 3 2 1994 
143 El Verano 1, 161 $330,000 $284.24 4 2 6,534 2002 

2106 Granite Creek 1,379 $330,000 $239.30 3 2 2005 
547 E. Margaret Court 1,251 $330,000 $263.79 4 2 
1375 Carisbad Drive 1,806 $332,615 $184.17 4 3 2006 
1390 Olive Avenue East 1,903 $333,000 $174.99 3 2 1963 
2102 W. Antley Street 1,515 $333,000 $219.80 4 2 4,792 2004 
2669 Antares Court 1,402 $333,000 $237.52 3 2 2005 
943 W 20th Street 1,234 $334,500 $271.07 2 1 1915 
562 Sunset Drive 1,615 $334,900 $207.37 4 2 1977 

2394 White Birch 1,559 $334,900 $214.82 3 2 1990 
618 Brittany Way 1,619 $334,900 $206.86 4 2 2005 

2844 La Palma 1,458 $334,999 $229.77 4 2 1997 
3036 Sequoia Court 1,692 $335,000 $197.99 4 2 1976 
2698 Laughlin Court 1,374 $335,000 $243.81 3 2 6,098 1991 
2634 Vega 1,327 $335,000 $252.45 3 2 1996 
1416 Partridge Street 1,487 $335,000 $225.29 3 2 1997 
413 Connie Court 1,200 $335,000 $279.17 4 2 2001 

2668 Polaris Court 1,402 $335,000 $238.94 3 2 2004 
2033 Lynmarie Drive 1,506 $335,000 $222.44 3 2 2004 
1588 Thurman Road 1,528 $335,000 $219.24 3 2 2005 
190 Antonio De Padua Court 1,320 $335,000 $253.79 3 2 2005 

2155 Cold Springs Avenue 1,308 $337,000 $257.65 3 2 7,841 1985 
3148 Nottingham Avenue 1,846 $338,000 $183.10 4 2 1964 
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590 E. San Javier Court 1,715 $338,500 $197.38 3 2 6,098 2005 

893 E Alexander 1,498 $339,000 $226.30 3 2 1955 

1049 Olive Avenue 1,735 $339,000 $195.39 3 2 1961 

3432 Beals Court 1,749 $339,000 $193.83 3 2 7,841 1977 

3095 Sharon Court 1.508 $339,000 $224.80 3 2 1979 

538 West Avenue 1,390 $339.000 $243.88 3 2 1983 

878 Redlands Court 1,876 $339,000 8180.70 3 2 7,405 1987 

3125 Campus Drive 1,479 $339,000 $229.21 3 2 2003 

3729 Beam Avenue 1,617 $339.000 $209.65 3 3 2004 

674 Trudy Way 1,617 $339.888 $210.20 4 2 

5595 McHenry 1,144 $339,900 $297.12 3 2 1958 

948 Columbia Avenue 1,543 $339,900 $220.29 4 2 1978 

2936 Autumn Drive 1,488 $339,900 $228.43 3 2 6.098 1998 

2741 Lexington Avenue 1,660 $339,900 $204.76 3 2 

3133 Kingsland 1,746 $339,999 $194.73 4 2 1970 

2737 Lexington 1,708 $339,999 $199.06 3 2 1991 

3193 Erie Avenue 1,420 $340,000 $239.44 3 2 7,405 1960 

4890 Elliott 1.400 $340.000 $242 86 3 2 1973 

648 Vallie Court 1.900 $340,000 $178.95 4 2 2000 

2821 La Cresenta Avenue 1.324 $340,000 $256.80 4 2 2000 

631 Brittany Way 1.617 $340,000 $210.27 4 2 2005 

2841 Bea Court 1.390 $342,000 $246.04 4 2 2003 

563 Margaret Court 1,617 $342,000 $211.50 4 2 2003 

795 Wren Court 1.365 $344,500 $252.38 3 2 1999 

520 N. Luna Court 1.715 $344,888 $201.10 4 2 

935 Brookdale Dnve 1,565 $345,000 $220.45 3 2 8,712 1975 

1820 Cheyenne Drive 1,332 $345.000 $259.01 3 2 1975 

2 Sunset Court 1,766 $345,000 $195.36 3 2 1976 

125 Yew 1.350 $345,000 $255.56 3 2 2003 

2646 Polaris Court 1,600 $345,000 $215.63 3 2 2004 

257 Brimmer Road 1,494 $345,000 $230.92 3 2 2005 

2325 Florence Street 1.465 $345,000 $235.49 3 2 2005 

127 W. 21st Street 1.799 $347,500 $193.16 4 3 7,405 1910 

948 Emory Way 1,614 $348,000 $215.61 4 2 1990 

3056 Bea Drive 1,387 $348,750 $251.44 4 2 2002 

869 Groveland Court 1,536 $348,888 $227.14 4 2 1976 

700 E. Street 1,747 $348,900 $199.71 3 2 13,068 1942 

548 Sonora 1,539 8348,900 $226.71 4 2 1973 

3848 N HWY 59 1,494 $349,000 $233.60 3 2 2 1950 

845 Seminole Drive 1,579 $349,000 $221.03 3 2 1964 

845 Semisole Drive 1,579 $349,000 $221.03 3 2 1964 

835 Modoc Street 1,706 $349,000 $204.57 4 2 1965 

1944 E. Alexander 1,680 $349,000 $207.74 4 2 1972 

327 Sonora Avenue 1,981 $349,000 $180.55 3 2 1976 

1757 Shady Hollow Court 1,933 $349,000 $180.55 4 2 9,148 1977 

1757 349000 1,933 $349,000 $180.55 4 2 1977 

3775 White Dove 1,373 $349,000 $254.19 3 2 6,534 1995 

2074 Pinehurst 1,306 $349,000 $267.23 3 2 1999 

402 S. Connie Court 1,511 $349,000 $230.97 3 2 2000 

402 Connie 1,538 $349,000 $226.92 4 2 2000 

453 Lucas 1,511 $349,000 $230.97 4 2 2002 

635 Dartmouth Court 1,760 $349,000 $198.30 3 2 7,405 
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1976 Teak Avenue 1.830 $349,000 $190.71 3 2 
2665 Altair Court 1,400 $349,500 $249.64 3 2 
363 Halley Drive 1.400 $349,500 $249.64 3 2 
138 El Verano Court 1.275 $349,888 $274.42 4 2 
565 Olive 1,956 $349.900 $178.89 3 2 1957 
687 Sonora 1.980 $349,900 $176.72 4 2 1974 

3404 Terri 1,721 $349,900 $203.31 4 2 1978 
3640 Syracuse Court 1.760 $349.900 $198.81 3 2 8,276 1985 
1254 La Playa Court 1,350 $349,900 $259.19 3 2 1991 
2571 Hays Drive 1,460 $349,900 $239.66 3 2 1993 
1580 Thurman Court 1,685 $349.900 $207.66 3 2 :?004 
551 San Xavier Court 1.538 S349,900 $227.50 4 2 ;wo5 
1349 Riverside Court 1.531 5349,900 $228.54 3 2 :!006 
3640 Syracuse Court 1,760 $349,900 $198.81 3 2 
2778 W. Rock Creek 1,379 $349.950 $253.77 3 2 4.792 :,004 
2091 W. Antley Street 1,758 $349,950 $199.06 4 2 :>004 
506 Columbia Avenue 1.412 $350,000 $247.88 3 2 '1972 

2755 Villa 1,400 $350.000 $250.00 4 2 1974 
3335 Vernal Avenue 1,774 $350,000 $197.29 3 2 '1978 
2745 Lexington Avenue 1,932 $350.000 $181.16 3 2 1987 
3054 Ironwood Court 1,530 $350,000 $228.76 3 2 1990 
257 Olivia Court 1,474 $350,000 $237.45 3 2 

3635 Quail Avenue 1,716 $351,000 $204.55 3 2 ·1990 
3408 De Anza Avenue 1,755 $351,900 $200.51 4 2 7,405 ·1972 
1570 Thurman 1.685 $354,000 $210.09 3 2 ;>004 
671 E. Olive Avenue 1.616 $354,950 $219.65 3 2 9.583 '1963 
1609 Evette Court 1.953 $355,000 $181.77 4 2 1967 
2959 Wainwright 1.742 $355,000 $203.79 4 2 1968 
3563 Beals Court 1.721 $355,000 $206.28 4 2 1977 
497 Occidental Court 1,440 $355,000 $246.53 3 2 1993 
3680 Black Hawk 1,367 $355,000 $259.69 3 2 6,098 1995 
3527 Sarasota Avenue 1.457 $355,000 $243.65 3 2 6,098 ~~003 
3142 Lucich Drive 1.475 $355,000 $240.68 3 2 ~~003 
1219 Sunrise Drive 1,637 $355,000 $216.86 3 3 2004 
3527 Sarasota Avenue 1,457 $355.000 $243.65 3 2 
2963 Tenaya 1,375 $355,900 $258.84 3 2 1950 
224 Olivia Court 1.833 $356,000 $194.22 4 2 8,712 :>005 
224 Olivia Court 1,833 $356,000 $194.22 4 2 :,005 
1570 Thurman Drive 1,685 $358.000 $212.46 3 2 4,792 :'004 
143 El Verano 1.538 $358,888 $233.35 4 2 
98 Sandy Lane 1,548 $359.000 $231.91 3 2 1959 

1388 Breezeway Lane 1,434 $359.000 $250.35 3 2 ;>003 
539 John Court 1,633 $359,000 $219.84 4 2 7,841 ~!004 
598 John Court 1,846 $359.000 $194.47 4 2 5,227 :'005 
235 Brimmer Road 1,846 $359,000 $194.47 4 2 ;?005 

448 Azalea Court 1,277 $359.000 $281.13 3 2 :!005 
654 John Street 1,846 $359.000 $194.47 4 2 
1984 Pinehurst 1,442 $359,500 $249.31 3 2 1999 
206 Craig Drive 1,884 $359,900 $191.03 3 2 1957 
1610 Evette Court 1,522 $359,900 $236.47 3 3 6,098 1968 
3375 De Anza Court 1,790 $359,950 $201.09 4 2 ·972 
3324 Fairfax Court 1,440 $359,950 5249.97 4 2 10,019 • 999 
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1284 Brightday Drive 2,346 $359,950 $153.43 3 3 2004 

2094 Antley Street 1.758 $359,999 $204.78 4 2 2004 

1614 Evette Court 1,471 $360,000 $244.73 4 2 1967 

3515 W. Beals Avenue 1,721 $360.000 $209.18 4 2 1977 

3418 Wathen 2,061 $360,000 $174.67 3 2 1977 

2939 Balsam Way 1,763 $360,000 $204.20 4 4 1982 

46 W. Donna 1,760 $360.000 $204.55 4 2 1983 

2534 Drake 1,572 $360,000 $229.01 3 2 2003 

2456 Drake Avenue 1,380 $360,000 $260.87 3 2 2004 

2155 Chesler Street 1,536 $360,000 $234.38 4 2 2005 

54 Westmount Court 1,440 $360,500 $250.35 4 2 1993 

300 W. Alexander Avenue 1,942 $363,900 $187.38 4 2 6.970 1970 

4310 Mariposa Way 1.905 $365,000 $191.60 3 2 1940 

1323 Villa Drive 1.400 $365,000 $260.71 4 2 1974 

1056 Mirror Lake Drive 1,774 $365,000 $205.75 3 2 1978 

74 Snowmass Court 1,760 $365,000 $207.39 3 2 1981 

3613 Baylor Court 1,575 $365,000 $231.75 3 2 1987 

2778 Madrid Avenue 1.450 $365,000 $251.72 4 2 4.356 1997 

3959 Robin Court 1,652 $365,000 $220.94 3 2 1998 

2175 Pinehurst Court 1,434 $365,000 $254.53 3 2 1998 

197 La Purisma Court 1,528 $365.000 $238.87 3 2 6,098 2003 

2063 Lynmarie Drive 1.588 $365,000 $229.85 4 2 2004 

38401 Solstice 2,023 $365,000 $180.43 4 4 5,227 2005 

638 John Court 1,474 $365,000 $247.63 3 2 2005 

3059 Merced 1,637 $365,000 $222.97 3 3 2005 

1904 Harnisch Drive 1,528 $366,000 $239.53 3 2 7,405 2003 

1177 Mazatlan Plaza 2,219 $366,950 $165.37 4 3 5,227 2006 

1233 Cathedral Creek Court 1,860 $367,500 $197.58 3 2 2000 

1560 Little Rock Court 1,675 $368,000 $219.70 3 2 14,810 1979 

668 Brittany Way 1,846 $368,000 $199.35 4 2 4,792 2005 

2975 McKee Road 1,875 $368,800 $196.69 3 2 

1049 E.Olive Avenue 1,735 $369,000 $212.68 3 2 7,841 1961 

3283 Sutter Court 1,602 $369,000 $230.34 4 2 1972 

77 Donna 1.760 $369,000 $209.66 3 2 1979 

3597 Cabrillo Court 1.665 $369,000 $221.62 3 2 1989 

3554 Santa Maria 1,708 $369,000 $216.04 3 2 5,227 2004 

1437 Partridge Street 1,700 $369,900 $217.59 3 2 6,970 1996 

492 Serano Court 1,575 $369,900 $234.86 4 2 6,098 2000 

141 Antonio De Padua Court 1,313 $370,000 $281.80 3 2 6,098 1988 

3051 Ironwood Gou rt 1,426 $370,000 $259.47 3 4 6,534 1988 

2115 Chesler 1,759 $372,000 $211.48 4 2 2005 

3852 Colma Avenue 1.600 $372,500 $232.81 3 2 2005 

3172 Dublin Avenue 1,661 $375,000 $225.77 3 2 1967 

2021 Normandy Lane 1,683 $375,000 $222.82 4 2 1972 

1766 Shady Hollow Court 1.760 $375,000 $213.07 3 2 6.970 1977 

1754 Wildwood 1,760 $375,000 $213.07 3 2 6,970 1977 

1073 El Portal Drive 1,413 $375,000 $265.39 3 2 1978 

894 La Jolla Way 1,906 $375,000 $196.75 3 2 1989 

3801 Quial Avenue 1,687 $375,000 $222.29 3 2 4,356 1990 

3573 Bodega Court 1,724 $375,000 $217.52 3 2 1992 

2546 Sunrise Avenue 1,496 $375,000 $250.67 3 2 1999 

1820 Poppyhills 1,823 $375,000 $205.70 4 2 9, 148 2001 



Price Per 
Street Home Sale Square Lot Year 

Address Street Name Size Price Foot Bed Bath Size Built 

1441 San Simeon 1.457 $375,000 $257.38 3 2 6,098 2003 
320 E. Santa Fe Avenue 2.377 $375,000 $157.76 4 3 9.583 2006 

3345 Happy Isles 1.774 $379,000 $213.64 3 2 1979 
1255 Day Light Drive 2.387 $379,888 $159.15 4 4 4,792 2005 
2050 Calimyrna Avenue 2, 119 $380,000 $179.33 4 3 1939 
3114 Gary Avenue 1,604 $380,000 $236.91 3 2 6,970 1964 

2963 Evelyn Avenue 1,690 $380,000 $224.85 4 3 1970 
3015 McKee 1,656 $380,000 $229.47 3 2 1976 
2700 H Street 1.640 $380,000 $231.71 3 2 1980 

409 Barclay Way 1,723 $382,990 $222.28 4 3 6.970 2006 
1272 Brightday Drive 2,346 $383,000 $163.26 5 3 2004 

222 27th Street 1,668 $385,000 $230 82 3 2 1965 

2963 Evelyn Avenue 1,690 $385,000 $227.81 3 3 1970 

1161 Julie Drive 1,650 $385,000 $233.33 3 2 1974 
1763 Forest Grove Court 1,920 $385,000 $200.52 4 2 1977 
852 San Pablo Avenue 1,901 $385,000 $202.52 3 2 1988 

1139 Sentinel Court 2,050 $385,000 $187.80 4 2 1989 
927 Antler Court 1,645 $385,000 $234.04 3 2 1991 
1962 DR. Pinehurst 1,434 $385,000 $268.48 3 2 2001 
2651 N. Big Sandy Avenue 1,960 $385,000 $196.43 4 2 6,098 2004 
2628 Mira Court 1,402 $385,000 $274.61 3 2 2004 
2477 Shewmaker 1.536 $385,000 $250.65 4 2 2004 

1114 Pinnacle Drive 2,346 $385,000 $164.11 3 3 6.098 2005 
2120 Granite Creek 1,725 $385,000 $223.19 4 2 2005 
401 Brian Court 2,353 $387,500 $164.68 5 3 9, 148 1970 

2902 Lakewood Court 1,662 $387,500 $233. 15 4 2 1972 
2281 Childs Avenue 1,132 $389,000 $343.64 2 1949 
1038 Kiwi Court 1.700 $389,000 $228.82 3 2 2002 
2602 N Drake 1.565 $389,000 $248.56 3 2 2004 
177 W. Donna Drive 1,577 $389,500 $24699 3 2 1981 

936 Antler Court 1.645 $389,900 $237.02 3 2 1991 
1903 Fallbrook 1.265 $389,900 $308.22 3 2 
1118 Mazatlan Plaza 2,408 $389,950 $161.94 4 3 6,970 2006 
1941 Woodhaven Court 1.481 $389,990 $263.33 3 2 1998 
544 Della Court 1.605 $390,000 $242.99 3 2 1977 

3312 Rods Court 1.896 $390.000 $205.70 4 2 6,970 1979 
958 Doe Court 1,724 $390,000 $226.22 3 2 1990 
3801 Quail 1.687 $390,000 $231.18 3 2 1990 
403 Lily Court 1,922 $390,000 $202.91 4 3 2005 
2105 Brookdale Drive 2.076 $393,500 $189.55 3 2 1961 
2390 Fir Avenue 1,829 $395,000 $215.97 3 2 1950 
1977 Edmund 2,027 $395,000 $194.87 4 3 1969 

3860 Quail 1,601 $395,000 $246.72 3 2 9,148 1992 
3754 Avocet 1.629 $395,000 $242.48 3 2 1996 

3494 Paseo Verde 2.010 $395,000 $19652 4 2 1997 
3534 Sarasota Avenue 1,708 $395,000 $231.26 3 2 2003 

1420 Capitola Court 1,708 $395,000 $231.26 3 2 2005 
2518 N Drake Avenue 2,053 $395,000 $192.40 3 3 2005 
3254 Thrift Road 950 $395.000 $415.79 2 1 43.560 
2856 Arden Lane 2,248 $397,500 $176.82 3 2 1955 
3663 Avocet Court 1.600 $398,000 $248.75 4 2 1995 
1150 Julie Drive 2.026 $398,900 $196.89 3 2 1974 



Price Per 
Street Home Sale Square Lot Year 

Address Street Name Size Price Foot Bed Bath Size Built 

4115 Canopy Court 1,434 $399,000 $278.24 3 2 2003 

1216 Sunup Drive 2,000 $399,000 $199.50 3 3 6,098 2004 

1160 Solstice Avenue 2,346 $399,000 $170.08 5 4 6,098 2004 

1195 Pinnacle Drive 2,346 5399,000 $170.08 5 3 6,970 2005 

1163 Crescent Drive 3,250 5399,000 $122.77 5 4 6.970 2005 

603 Junipero Court 1,775 $399,500 $225.07 4 2 1972 

3538 Cordova Avenue 1,981 $399,500 $201.67 4 2 6,970 1977 

3653 Santiago Street 1,980 $399,888 $201.96 4 2 4.792 2006 

328 W. 21st Street 2,154 $399,900 $185.65 4 2 7,405 1905 

2815 Corona Court 1,458 $399,900 $274.28 4 2 6,098 2001 

3457 San Lorenzo Way 1,706 $399,900 $234.41 3 2 2001 

3642 Pointer Court 1,631 $399,900 $245. 19 3 2 2002 

3863 Twilight Avenue 2,352 $399,900 $170.03 4 3 5.227 2005 

3061 Aspen Street 2,048 $399,990 $195.31 4 3 1989 

1035 W. 14th Street 728 $400,000 $549.45 2 1 1920 

259 El Portal Drive (East) 1,982 $405,000 $204.34 4 2 6098 1976 

1147 Mallard Drive 1,446 $405.000 $280.08 3 2 6.534 1995 
3469 San Gregario 1,708 $405,000 $237. 12 3 2 6.098 2002 
1306 Jenner Drive 1,761 $405,000 $229.98 4 2 2005 

2953 Parker Drive 2,005 $409,000 $203.99 4 2 1993 

3571 Santa Maria Avenue 2,060 $409,000 $198.54 4 2 6.098 2004 

3568 Tammy Court 1.846 $409,900 $222.05 3 2 8,276 1977 

3915 Quail Avenue 1,694 $409,900 $241.97 3 2 1999 

2021 Brookdale Drive 2,214 $410,000 $185.19 3 2 1964 

3875 Black Hawk 1.694 $410,000 $242.03 3 2 2002 

2638 Capella Drive 1.252 $410,000 $327.48 4 3 6,098 2004 

2131 Little Sandy Drive 1.976 $410,000 $207.49 4 2 5.227 2005 

3455 San Gregario 1,830 $410,000 $224.04 4 2 

227 22nd Street 1.669 $411,000 $246.26 3 2 1921 

3623 Swan Court 1,827 $414,500 $226.87 3 2 2002 

1162 Brownie Court 2, 103 $414,900 $197.29 4 2 7,405 1997 

575 E. 20th Street 1.805 $415,000 $229.92 2 1 16. 117 1950 

893 Valparaiso 2,114 $415,000 $196.31 4 2 1987 

1226 North Dome Court 1,863 $415,000 $222.76 3 2 1997 

4124 Canopy Court 2,032 $415,000 $204.23 4 2 2003 

1166 Solstice Avenue 2,637 $415,000 $157 38 4 4 6,534 2004 

3524 Paseo Verde 2,241 $415,900 $185.59 5 3 7.841 2005 

3934 Alviso Drive 2.276 $417,371 $183.38 4 3 5.227 

912 Clemson Court 2,150 $418,000 $194.42 4 2 1989 

1373 Esplanade Drive 2,060 $419.800 $203.79 4 2 

1265 Sunrise Drive 2.356 $419,888 $178.22 5 3 4,792 2005 

3896 Pintail Court 2.075 $419.900 $202.36 4 2 2002 

1010 Colombia Avenue 1,976 $420,000 $212.55 4 2 9,148 1978 

1470 Favier Drive 1.701 $424,900 $249.79 3 2 2004 

1128 Crescent Drive 3.288 $424.900 $129.23 4 3 2005 

214 E. 22nd Street 2,570 $425.000 $165.37 3 3 1948 

690 El Portal 1,981 $425,000 $214.54 4 2 1976 

3581 Sepulveda 2.060 $425,000 $206.31 4 2 2004 

1411 Esplanade Drive 1,708 $425,000 $248.83 3 2 6,534 2005 

3513 Santiago Court 2,638 $425,000 $161.11 5 3 2005 

1265 Sunrise Drive 2,356 $429,888 $182.47 5 3 

3930 Alviso Drive 2,468 $429,891 $174.19 4 3 5,227 



Price Per 
Street Home Sale Square Lot Vear 

Address Street Name Size Price Foot Bed Bath Size Built 

1172 Mazatlan Plaza 2,239 $429,900 $192.01 5 3 5,227 2005 
1151 Mazatlan Place 2,240 $429,950 $191.94 5 3 6,534 2005 
1277 Sunrise Drive 2.346 $430,000 $183.29 4 4 4,356 2004 
839 Lehigh Drive 2,112 $432,000 $204.55 4 2 1988 

3628 Los Gatos Court 1,706 $435,000 $254.98 3 2 2001 
1162 W. Donna Drive 1.985 $437,500 $220.40 3 2 1995 
1137 Julie Drive 1,812 $439,000 $242.27 4 2 10,019 1973 
3402 Tres Logos Drive 2.000 $439,000 $219.50 3 3 10,019 1995 
3871 Twilight Avenue 3,553 $439,000 $123.56 5 4 4,792 2004 
1326 Tide Drive 2,300 $439,000 $190.87 4 3 5,227 2005 
1107 Pinnacle Drive 3,545 $439,000 $123.84 4 3 6,098 2005 
1127 Solstice Avenue 3,288 $439,000 $133.52 4 3 2005 
389 St. Michelle Court 2, 143 $439,900 $205.27 3 3 1985 
1490 Davenport 2,472 $440,000 $177.99 4 3 2004 
94 Aldrich Drive 2,484 $441,706 $177.82 3 2 6.534 2006 

1325 Derby Drive 2.468 $445.000 $180.31 4 3 
1321 Jenner Drive 2,499 $448,990 $179.67 5 3 7,841 
4009 Notre Dame 2,463 $449,000 $182.30 4 2 1981 
220 E. Santa Fe Avenue 2.045 $449,000 $219.56 4 3 

3570 San Moritz Avenue 2,371 $449,000 $189.37 4 3 
3575 San Vincent Avenue 2,374 $449,800 $189.47 4 3 
1604 Pettinotti 2,200 $450,000 $204.55 4 2 1959 
1167 Cabana Court 2,080 $450,000 $216.35 4 3 1991 
3513 Santiago Court 2,650 $450,000 $169.81 5 3 3,920 2005 
1351 Luke Drive 2,447 $454,000 $185.53 4 3 2003 
3920 Palmer Court 1,964 $454,500 $231.42 4 3 6.970 2004 
562 Katheryn Court 1,734 $454,950 $262.37 3 2 7,841 1976 

3198 Kernland Avenue Unit: 1,996 $455,000 $227.96 4 2 7,841 1977 
1645 Patricia Lane 2,469 $457,000 $185.10 3 3 1955 
639 Royal Arch Court 1,828 $457,900 $250.49 3 2 1990 

3828 Avocet Drive 2,034 $459,000 $225.66 3 2 2006 
2049 Spy Glass Court 1,914 $459,900 $240.28 4 2 6,098 1997 
2426 Man O War 1,860 $459,950 $247.28 4 2 1975 
1441 Caraway Court 2,036 $459,997 $225.93 4 2 2003 
953 Gazelle Court 2,347 $463,000 $197.27 3 2 2004 
1556 San Luis Obispo Court 2,024 $469,000 $231.72 3 2 1984 
3180 E. Childs Avenue 2,237 $469.900 $210.06 4 2 1960 
1433 Massasso 2,200 $469,900 $213.59 4 3 1971 
2078 Spy Glass Court 1,917 $470,000 $245.17 4 3 6,970 1997 

70 Aldrich Drive 2.631 $470,239 $178.73 4 3 6,534 2006 
3597 Sepulveda Avenue 2,795 $475,000 $169.95 5 4 6,098 2004 
3597 Sepulveda Avenue 2.795 $475,000 $169.95 5 4 2004 

12 Aldrich Drive 2.699 $481,049 $178.23 4 3 6,970 2006 
1209 Del Sol Court 2,112 $484,500 $229.40 3 3 1980 
2611 Ranchero Lane 1,681 $485,000 $288.52 3 2 1982 
1287 Panorama Point Court 2,242 $485.000 $216.32 4 2 8.712 1997 
627 E. Donna Drive 2,250 $489.000 $217.33 4 3 1990 
1192 Tam pico Court 1,822 $489,000 $268.39 4 2 1990 
3559 Laguna Court 2,795 $489,000 $174.96 5 4 2004 
1347 Jenner 1,976 $489,000 $247.47 4 2 2005 
3733 Danco Avenue 2,499 $489.000 $195.68 5 3 2005 
1029 Mallard Drive 2,317 $489,900 $211.44 4 3 2002 



Price Per 

Street Home Sale Square Loi Year 

Address Street Name Size Price Foot Bed Bath Size Built 

3570 San Moritz Avenue 2,371 $489.900 $206.62 4 3 5,227 2005 

2358 Mariner Way 1,936 $492.000 $254.13 4 3 7,841 2005 

106 Aldrich 2,930 $494,335 $168.72 5 4 6,534 2005 

1247 Panorama Point Court 2,251 $494,900 $219.86 4 3 7,841 2005 

2879 Oleander 2,803 $495,000 $176.60 5 3 1960 

3535 Sarasota Avenue 2,374 $495,000 $20851 4 3 2003 

4116 Sunshine Court 2,131 $495.000 $232.29 4 3 2003 

3581 Sepulveda Avenue 2,060 $495.000 $240.29 4 2 6.970 2005 

3581 San Augustine Avenue 2,372 $495,000 $208.68 4 3 6,970 2005 

4497 Everson Court 2,172 $495,000 $227.90 4 3 2006 

5606 Oak Avenue 1.704 $497,000 $291 .67 3 2 1974 

1370 Tide Drive 2,500 $498,000 $199.20 5 3 5,227 2005 

630 E. 21st Street 2,322 $498,900 $214.86 3 2 10,019 1950 

246 21st Street West 2,561 $499,000 $194.85 4 3 1900 

1243 Billie Court 1,945 $499,000 $256.56 3 2 1994 

1231 E. Donna Drive 2.251 $499,000 $221.68 4 2 1997 

1445 Esplanade Drive 2,338 $499,000 $213.43 5 3 2004 

3745 Danco Avenue 2,499 $499,000 $199.68 5 3 

1222 E. El Portal 1,937 $499,400 $257.82 3 2 2001 

1555 Santa Inez 2.170 $499.500 $230.18 3 3 1984 

1248 El Portal Drive 2,284 $499,900 $218.87 4 2 2001 

2265 Keely Avenue 1,400 $499,950 $357.11 3 2 2004 

3875 Colma 2.749 $499,999 $181.88 4 3 6,098 2005 

1466 Davenport Drive 2,416 $500,000 $206.95 4 2 2004 

1549 Oregon Drive 2.178 $509,000 $233.70 3 2 1986 

2858 El Camino Real 2.055 $514,500 $250.36 3 2 1972 

3411 San Martin Court 2,539 $515,000 $202.84 4 3 2001 

1282 Lurs Court 3,291 $515,000 $156.49 5 5 6.970 2005 

3566 Santa Monica 2.795 $519.000 $185.69 5 4 7,841 2004 

3575 San Vincent Avenue 2,371 $519.900 $219.27 4 3 5,227 2005 

3559 Santa Maria 2,374 $528,000 $222.41 4 2 2004 

3566 Santa Maria Avenue 2,355 $528,000 $224.20 4 3 

1227 Weaver Avenue 2,265 $530,000 $234.00 3 3 1976 

2857 Santa Cruz Avenue 2.645 $530,000 $200.38 4 2 10,019 1987 

1321 Derby Drive 3,101 $530,000 $170.91 5 3 5,663 2005 

831 En Bear Creek 2,748 $535,000 $194.69 3 2 1955 

2035 Landram Street 1,735 $535,000 $308.36 3 2 43,560 2002 

3478 San Martin Court 2.795 $545.000 $194.99 4 3 8.276 2002 

3843 Colma Avenue 3. 101 $545.000 $175.75 4 3 2005 

1382 El Portal 2,293 $549.000 $239.42 4 2 2003 

2675 B&B Blvd 1,794 $549,500 8306.30 3 2 1981 

9208 Price Road 2,000 5550,000 $275.00 3 1 1865 

2788 N. Parsons 2,113 $550,000 $260.29 4 3 1990 

1732 Presidio 2,297 $550,000 $239.44 4 3 2000 

3579 San Augustine 2,539 5559,000 $220.17 4 3 2005 

5672 Elliott Avenue 2.351 $559,500 $237.98 4 3 1987 

3539 Miramar Court 2,795 $559,900 $200.32 5 4 6.098 2004 

314 W. 21st Street 2,238 $560,000 $250.22 4 2 1900 

1167 Del Rio Court 2,508 $564.500 $225.08 4 3 1991 

260 W. 22nd Street 2,803 $574,900 $205.10 5 2 14,810 1936 

3922 Nicklaus Court 2,581 $575,000 $222.78 4 3 2005 

1348 Ahwahnee 2,450 $575,000 $234.69 4 2 



Price Per 
Street Home Sale Square Lot Year 

Address Street Name Size Price Foot Bed Bath Size Built 

3558 Miramar Court 2,795 $579,000 $207.16 5 4 2004 
2200 Quinley Avenue 2,081 $579,000 $278.23 3 3 
1969 Augusta Court 2,375 $584,000 $245.89 4 3 9,148 1999 
2121 Legends Court 2,313 $585,000 $252.92 4 3 2002 
1410 E.South Bear Creek Drive 1,909 $589,000 $308.54 3 2 24,829 1947 
6020 Country Club Place 1,815 $589,000 $324.52 2 2 1977 

1272 Esplande 2,799 $589,700 $210.68 5 4 2005 
1055 E 21st Street 2,200 $595,000 $270.45 4 3 1956 
2058 El Portal Drive 2,280 $597,500 $262.06 4 3 1994 

2041 Legends Court 2,294 $599,000 $261.12 4 3 2001 

3752 Crane Avenue 2,499 $599,000 $239.70 5 3 2005 

530 E. Bear Creek 3,770 $599,900 $159.12 3 3 1953 

5810 Elliott Avenue 1,218 $599,900 $492.53 1974 
2121 Legends Court 2,113 $599,900 $283.91 4 3 2002 

3062 Belcher Avenue 1,874 $605,000 $322.84 3 2 1962 

659 Mokingbird Court 2,523 $609,000 $241.38 4 3 10,019 2004 
5573 Michelle Court 2,573 $610,000 $237.08 4 3 1993 

575 21st Street East 3,577 $615,000 $171.93 4 4 1948 
14427 N. Hwy59 2,130 $615,000 $288.73 3 3 1962 
5122 Landram Avenue 2,622 $615,000 $234.55 5 4 1986 
3024 Belcher Avenue 1,504 $620,000 $412.23 3 2 1962 
2545 Stretch Road 1,850 $630,000 $340.54 4 3 1920 

5056 Queen Elizabeth Drive 2,326 $635,000 $273.00 3 3 43,560 2002 
1398 El Portal Drive 2,400 $635,000 $264.58 4 2 2004 
1565 Mondo Drive 2,704 $649,000 $240.01 4 3 2006 

2380 E. Childs Avenue 1,450 $650,000 $448.28 4 1 1946 
1378 Moraine Dome Court 2,450 $655,000 $267.35 4 3 2004 

3894 Avocet Drive 3,140 $675,000 $214.97 4 3 2002 
1685 N Buhach 1,958 $675,000 $344.74 3 2 2004 
1078 Prince Charles 2,465 $677,000 $274.65 4 3 2003 

5653 White Crane Road 2,630 $685,000 $260.46 3 3 43,560 2003 
2836 Santa Cruz Avenue 2,861 $689,000 $240.82 3 4 1988 
2837 Whitegate Drive 2,400 $695,000 $289.58 2 3 43,560 1965 
1511 E. North Bear Creek 3,152 $695,000 $220.49 4 4 1969 

1975 Gibbs Avenue 2,350 $695,000 $295.74 3 2 43,560 2002 
1494 Gove Road 1,500 $699,000 $466.00 3 2 1937 
2273 E. Childs Avenue 1,676 $699,000 $417.06 2 2 1980 

2917 Pandit Noor Way 2,911 $699,000 $240.12 4 32 44,431 2006 

605 Kingfisher Court 2,523 $699,900 $277.41 4 3 11,326 2003 

2966 Yosemite Avenue 1,950 $725,000 $371.79 3 2 1934 

2056 Av Station 2,360 $729,000 $308.90 3 2 1983 

1477 Almond Crest 2,470 $729,000 $295.14 4 3 2002 

5700 Kettle Rock Drive 2,750 $739,000 $268.73 4 3 2006 

5077 Noah Drive 2,600 $745,000 $286.54 4 3 2005 

5350 Queen Elizabeth Drive 2,640 $749,000 $283.71 4 3 2006 

8134 Christian 1,240 $750,000 $604.84 3 1 1940 

415 Buhach 1,134 $750,000 $661.38 2 1 1948 

1846 Belcher Avenue 2,625 $750,000 $285.71 3 3 1984 

1135 Prince Williams 3,074 $750,000 $243.98 5 3 43,560 2004 

3526 N. Franklin 3,300 $759,989 $230.30 4 3 2005 

2071 E. Bear Creek Drive 2,413 $775,000 $321.18 3 3 1921 

2234 N. Buhach Road 1,988 $775,000 $389.84 4 2 1973 



Price Per 

Street Home Sale Square Lot Year 

Address Street Name Size Price Foot Bed Bath Size Built 

1862 Belcher 1,100 $775,000 $704.55 3 1 1988 

3265 N. Bhupinder Sahota 3,300 $780,000 $236.36 5 3 2006 

5656 Clear Creek 3,085 $785,000 $254.46 4 3 2006 

1022 Ct. Lady Di 2,600 $799,000 $307.31 5 3 2002 

3357 N. Bhupinder Sahota Avenue 3,780 $799,000 $211.38 5 5 50,094 2005 

1405 Shady Cove Avenue 3,248 $799,000 $246.00 4 3 

2479 Piedmont Drive 2,810 $799,000 $284.34 3 3 

2850 Boardwalk Drive 2,450 $799,900 $326.49 4 3 1984 

3156 N. Bhupinder Sahota 3,771 $825,000 $218.77 5 5 2006 

2501 Seabreeze Court 2,721 $829,000 $304.67 3 3 10,019 1984 

2479 Piedmont Drive 2,810 $835,000 $297.15 3 2 1997 

2144 King Authur Court 2,844 $835,000 $293.60 3 3 2002 

399 E. 21st Street 2,852 $849,000 $297.69 4 3 1941 

3785 Lake Road 2,617 $849,000 $324.42 4 3 1974 

2029 Robinhood Lane 3,007 $850,000 $282.67 4 4 2005 

1889 Canyon 2,880 $865,000 $300.35 3 3 1992 

5709 Chris Court 3,500 $865,000 $247.14 4 3 1993 

2211 Tuscany 2.585 $869,000 $336.17 3 3 1990 

2262 E. Bear Creek 3,260 $875,000 $268.40 3 3 1991 

3801 Lake Road 3,312 $879,000 $265.40 4 5 1990 

1550 E. South Bear Creek Drive 3,350 $879,950 $262.67 4 3 30.928 1966 

4040 E. Vassar 2,610 $890,000 $341.00 4 3 2002 

2925 Greenfield 4,641 $899,000 $193.71 5 5 1987 

117 21st Street East 4,176 $949,000 $227.25 4 4 1903 

4551 W. Hwy 140 1,619 $950,000 $586.78 3 2 

2536 Piedmont Drive 3,326 $990,000 $297.65 4 3 1987 

5283 Lucille Avenue 3,256 $995,000 $305.59 3 4 2003 

1695 Knoll Court 2,690 $1,100,000 $408.92 4 3 1985 

3969 Hatch Road 2,221 $1,150,000 $517.78 3 3 1977 

5671 Carmella Court 3,026 $1,150,000 $380.04 3 3 1996 

6492 Hwy59 2,200 $1,150,000 $522.73 3 2 2004 

1187 Farmland 2,927 $1,200,000 $409.98 4 3 1979 

5654 Hillcrest 3,645 $1,200,000 $329.22 4 3 1989 

2463 Lecco Way 3,800 $1,200,000 $315.79 5 4 1997 

5649 W. Leland Court 3,801 $1,200,000 $315.71 5 5 50,094 2003 

2187 Leeward Court 3,394 $1,200,000 $353.57 4 4 43,560 2006 

1471 Club Drive 3,450 $1,250,000 $362.32 3 3 1998 

Avera9es: 1,747 $401,199 $234.36 9,137 1981 I 
Built After 2000 Avera9es: 1,976 $438,998 $225.65 10,024 2004 



EXHIBIT II· 17B 
DETACHED HOME LISTINGS ANALYSIS 
(Zip Codes: 95340, 95341, 95343, 95344 & 95348) 
MERCED MARKET AREA 

Number 
Price Ran e of Listin s 

Less Than $200.000 9 
$200,000 - $299,999 198 
$300,000 · $399,999 321 
$400,000 $499,999 113 
$500,000 - $599,999 43 
$600,000 - $699,999 25 
$700,000 - $799,999 21 

$800,000 and Greater 29 
Totals: 759 

Percent Average 
Market Share Price 

1.2~{:i $175.656 
26.1°/o $271,498 
42.3°/o $352,443 
14.9°/0 $451,441 
5.6°/o $557,200 
3.3°/o $657,036 
2.8°/o $764,852 
3.8°/o $985,447 

100.0% $401,199 

LISTING DISTRIBUTION BY PRICE 
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City Council 
City of Merced 
678 West 18'" Street 
Merced, California 95340 

APPENDIXF 

FORM OF BOND COUNSEL OPINION 

Date of Delivery 

Re: $5.840,000 Community Facilities District No. 2006-1 (Moraga of Merced) of 
the City of Merced 2006 Special Tax Bonds 

Ladies and Gentlemen: 

We have acted as bond counsel in connection with the issuance by the City of Merced (the 
"City") for Community Facilities District No. 2006-1 (Moraga of Merced) of the City nf Merced. County 
of Merced, State of California (the "District"). of $5.840.000 aggregate principal amount of the 
Community Facilities District No. 2006-l (Moraga of Merced) of the City of Merced 2006 Special Tax 
Bonds (the "Bonds"). The Bonds arc issued pursuant to the provisions of the Mello-Roos Community 
Facilities Act of 1982, as amended. being Chapter 2.5 (commencing with Section 51311) or Part I of 
Division 2 of Title 5 of the Government Code of the State of California (the "Act"), a resolution adopted 
by the City Council of the City of Merced on November 6, 2006 (the "Resolution"), and a Fiscal Agent 
Agreement, dated as of December I, 2006 (the "Agreement"), between the City and U.S. Bank National 
Association, as fiscal agent (the "Fiscal f\gcnt"). 

We have examined the Act. the Resolution. the Agreement and certified copies of the proceedings 
taken for the issuance and sale of the Bonds. As to questions of fact which are material to our opinions, 
we have relied upon the representations of the City contained in the Agreement and in certificates of its 
authorized officers which have been delivered to us for the purpose of supplying such facts, without 
having undertaken to verify the accuracy of any such representations hy independent investigation. 

Based upon such examination, we are of the opinion. as of the date hereof, that the proceedings 
referred to above have been taken in accordance with the laws and the Constitution of the State of 
California, and that the Bonds. having heen issued in duly authori,,ed form and cxc-cutcd by the proper 
officials and delivered to and paid for by the purchaser thereof. and the Agreement having hcen duly 
authorized and executed hy the proper officials. constilute the legally valid and binding obligations of the 
District enforceable in accordance with their terms subject to the qualifications specified below. Except 
where funds arc otherwise available. as may he permitted by law. the Bonds arc payable, as to both 
principal and interest. solely from certain special taxes 10 be levied and collected within the District and 
other funds available therefor held under the A1,'Teemcnt. 
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City Council of the City of Merced 
Date of Delivery 
Page 2 

The Internal Revenue Code of 1986, as amended (the "Code"), sets forth certain investment, 
rebate and related requirements which must be met subsequent to the issuance and delivery of the Bonds 
for the interest on the Bonds to he and remain exempt from federal income taxation. Noncompliance with 
such requirements could cause the interest on the Bonds to be subject to federal income taxation 
retroactive to the date of issuance of the Bonds. Pursuant to the Agreement, the City has covenanted to 
comply with the requirements of the Code and applicable regulations promulgated thereunder. 

We are of the opinion that, under existing statutes, regulations, rulings and court decisions, and 
assuming compliance by the City with the aforementioned covenants, the interest on the Bonds is 
excluded from gross income for purposes of federal income taxation and is exempt from personal income 
taxation imposed by the State of California. 

We are further of the opinion that interest on the Bonds is not a specific preference item for 
purposes of the alternative minimum tax provisions of the Code. However. interest on the Bonds received 
hy corporations will be included in corporate adjusted current earnings, a portion of which may increase 
the alternative minimum taxable incorne of such corporations. 

Although interest on the Bonds is excluded from gross income for purposes of federal income 
taxation, the accrual or receipt of interest on the Bonds may otherwise affect the federal income tax 
liability of the recipient. The extent of these tax consequences will depend on the recipient's particular 
tax status or other items of income or deduction. We express no opinion regarding any such 
consequences. 

The opinions expressed herein may be affected hy actions which may be taken (or not taken) or 
events which may occur (or not occur) after the date hereof. We have not undertaken to determine, or to 
inform any person, whether any such actions or events arc taken or occur or arc not taken or do not occur. 

The rights of the owners of the Bonds and the enforceability of the Bonds and the Agreement 
may be subject to bankruptcy, insolvency, moratorium and other similar laws affecting creditors' rights 
heretofore or hereafter enacted, and their enforcement may be subject to the exercise of judicial discretion 
in accordance with general principles of equity. 

Respectfully submitled, 
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FORM OF 
ISSUER CONTINUING DISCLOSURE AGREEMENT 

This Continuing Disclosure Agreement (the ''Disclosure Agreement"). dated as of December I, 
2006. is executed and delivered by the City of Merced (the "City"), for and on hchalf of Community 
Facilities District No. 2006-1 (Moraga of Merced) of the City of Merced (the "District") and 
MuniFinanciaL as Dissemination Agent hereunder (the "Dissemination Agent"), in connection with the 
issuance of the $5840.000 Community Facilities District No. 2006-1 (Moraga of Merced) of the City of 
Merced. 2006 Special Tax Bonds (the '·Bonds"). The Bonds arc being issued pursuant to provisions of a 
Fiscal Agent Agreement. dated as of December I. 2006 (the "Fiscal Agent Agreement"). hy and between 
the City, for and on behalf of the CFD (the "Issuer") and U.S. Bank National Association, as fiscal agent 
(the "Fiscal Agent"). The City, the CFD and the Dissemination Agent covenant and agree as follows: 

SECTION I. Purpose of the Disclosure Agreement. This Disclosure Agreement is being 
executed and delivered by the Issuer and the Dissemination Agent for the henefit of the Beneficial 
Owners of the Bonds and in order to assist the Participating Underwriter in complying with S.E.C. Rule 
I 5c2- I 2(b )(5). 

SECrION 2. Definitions. In addition to the definitions set forth in the Fiscal Agent Agreement, 
which apply to any capitalized term used in this Disclosure Agreement unless otherwise defined in this 
Section. the following capitalized terms shall have the following meanings: 

.. Annual Report" shall mean any Annual Report or any addendum thereto provided by the CFO 
pursuant to, and as described in. Sections J and 4 of this Disclosure Agreement. 

''Beneficial Owner" shall mean any person which (a) has the power, directly or indirectly, to vote 
or consent with respect to, or to dispose of ownership of, any Bonds (including persons holding Bonds 
through nominees, depositories or other intermediaries), or (b) is treated as the owner of any Bonds for 
federal income tax purposes. 

"CFD" means Community Facilities District No. 2006-1 (Moraga of Merced) of the City of 
Merced, a community facilities district organized and existing under the laws of the State of California, 
and such area of land comprising thal co1n1nunity facilities district. 

.. City" means the City of Merced. 

"Disclosure Representative" shall mean the Finance Director of the City of Merced or his or her 
designee. or such other officer or employee as the City Council of the City (the "City Council") shall 
designate in writing to the Disse1nination Agent fron1 ti1nc to time. 

"[)issc1nination Agent" shall mean MuniFinanciaL as l)isscn1ination Agent hereunder, or any 
successor Dissemination Agent designated in writing by the CFD and which has filed with the Fiscal 
Agent a written acceptance of such designation. 

"Listed Events" shall mean any of the events listed in Section 5(a) of this Disclosure Agreement. 

"National Repository" shall mean any Nationally Recognized Municipal Securities Information 
Repository for purposes of the Ruic. The National Repositories currently approved by the Securities and 
Exchange Commission are set forth m the SEC website located at 
http://www. sec. gov/info/mu nici pa 1/nrms ir. ht m. 
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"Participating Underwritc·r'' shall mean any of the original underwriters of the Bonds required to 
comply with the Rule in connection with the offering of the Bonds. 

"Repository" shall mean each National Repository and each State Repository. 

"Ruic" shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission 
under the Securities Exchange Act of 1934, as the same may he amended from time to time. 

"Slate" shall mean the State of California. 

"State Repository" shall mean any public or private repository or entity designated by the State as 
a state repository for the purpose of the Rule and recognized as such hy the Securities and Exchange 
Commission. As of the date of this Agreement, there is no State Repository. 

SECTION 3. Provision of Annual ReporJs. 

(a) The CFO shall, or shall cause the Dissemination Agent to, not later than January 
31 of each year, commencing with the January 31 following the fiscal year ending June 30, 2006, provide 
to each Repository and the Participating Underwriter an Annual Report which is consistent with the 
requirements of Section 4 of this Disclosure Agreement. The Annual Report may be submitted as a single 
docuinenl or as separate docun1ents comprising a package, and inay include hy reference other 
information as provided in Section 4 of this Disclosure Agreement. If the CFD's Fiscal Year changes, it 
shall give notice of such change in the same manner as for a Listed Event under Section 5(f). 
Furthermore, upon receipt of a written request of any Beneficiary Owner. the Dissemination Agent shall 
provide a copy of the Annual Report to such Beneficial Owner. 

(b) Not later than fifteen (15) Business Days prior to the date specified in subsection 
(a) for providing the Annual Report lo Repositories, the CFD shall provide the Annual Report to the 
Dissemination Agent and the Fiscal Agent (if the fiscal Agent is not the Dissemination Agent). ff by 
such date, the Dissemination Agent has not received a copy of the Annual Report, the Dissemination 
Agent shall notify the CFO and the Fiscal Agent of such failure to receive the Annual Report. The CFO 
shall provide a written certification with each Annual Report furnished lo the Dissemination Agent and 
the Fiscal Agent to the effect that such Annual Report constitutes the Annual Report required to be 
furnished by it hereunder. The Dissemination Agent and Fiscal Agent may conclusively rely upon such 
certification of the CFO and shall have no duty or oh ligation to review such Annual Report. 

(c) If the Dissemination Agent is unable to verify that an Annual Report has been 
provided to Repositories by the dale required in subsection (a), the Dissemination Agent shall send a 
notice to each Repository, in substantially the form attached as Exhibit A. 

(d) The Dissemination Agent shall: 

(i) determine each year prior to the date for providing the Annual Report the name and 
address of each National Repository and the State Repository, if any: and 

(ii) to the extent information is known lo it. file a report with the CFD and (if the 
Dissemination Agent is not the Fiscal Agent) the Fiscal Agent certifying that the Annual Report 
has been provided pursuant to this Disclosure Agreement, stating the date it was provided and 
listing all the Repositories to which it was provided. 
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(e) Any filing under this Disclosure Agreement may be made solely by transmitting 
such filing to the Texas Municipal Advisory Council (the "MAC") as provided at 
http://www.disclosureusa.org unless the United States Securities and Exchange Commiss10n has 
withdrawn the interpretative release to the MAC dated September 7. 2004. 

SECTION 4. Content of Annual Reports. The CFD's Annual Report shall contain or include by 
reference the following: 

( i) The audited financial statements of the City, prepared in accordance with generally 
accepted accounting principles in effect from time to time. If the City's audited financial statements are 
not available by the time the Annual Report is required to be filed pursuant lo Section ](a), the Annual 
Report shall contain unaudited financial statements and the audited financial statements shall be filed in 
the same manner as the Annual Report when they become available, and provided, further that in each 
Annual Report or other filing containing the financial statements. the following statement shall be 
included in bold type: 

"THE FOLLOWING FINANCIAL STATEMENT IS PROVIDED 
SOLELY TO COMPLY WITH THE SECURITIES AND 
EXCHANGE COMMISSION STAFF'S INTERPRETATION OF 
RULE 15c2-12. NO FUNDS OR ASSETS 01<' THE CITY OF 
MERCED (OTHER THAN THE SPECIAL TAXES LEVIED IN 
THE COMMUNITY FACILITIES DISTRICT) ARE REQUIRED 
TO BE USED TO PAY DEBT SERVICE ON THE BONDS AND 
THE CITY IS NOT OBLIGATED TO ADVANCE AVAILABLE 
FUNDS I<'ROM THE CITY TREASURY TO COVER ANY 
DELINQUENCIES. INVESTORS SHOULD NOT RELY ON THE 
FINANCIAL CONDITION OF THE CITY IN EVALUATING 
WHETHER TO BUY, HOLD OR SELL THE BONDS." 

( ii) The balance in the Reserve Fund held under the Fiscal Agent A!,-'TCemcnt. 

( iii) The principal amount of the Bonds outstanding. 

(iv) The amount of prepayments of the Special Tax, if any. 

(v) Total assessed valuation (per the Merced County Assessor records) of all parcels 
currently subject to the Special Tax within the CFO, showing the total assessed valuation for all land and 
the total assessed valuation for all improvements within the CFO and distinguishing between the assessed 
value of developed property and undeveloped property. 

(vi) Identification of each parcel within the CFD for which any Special Tax payment is 
delinquent, together with the following information respecting each such parcel: (A) the amount 
delinquent; (B) the date of each delinquency; (C) in the event a foreclosure complaint has been filed 
respecting such delinquent parcel and such complaint has not yet been dismissed, the date on which the 
complaint was filed; and (0) in the event a foreclosure sale has occurred respecting such delinquent 
parcel, a summary of the results of such foreclosure sale. 

( vii) A land ownership summary listing property owners responsible for more than ten percent 
(!0%) of the annual Special Tax levy, as shown on the Merced County Assessor's last equalized tax roll 
prior to the September next preceding the Annual Report dale. 
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(viii) A description of the status of the facilities being constructed with proceeds of the Bonds 
as of the date of the Annual Report (but only so long as such facilities are not completed). 

(ix) Changes, if any to the rate and method of apportionment. 

(x) The amount of Special Taxes generated by the developed parcels and undeveloped 
parcels within the CFO. 

(xi) To the extent not provided pursuant to (i) through (ix) above, the annual information 
required lo be filed with the California Debt and Investment Advisory Commission. 

Any or all of the items listed above may be included by specific reference to other documents, including 
official statements of debt issues of the District or related public entities, which have been submitted to 
each of the Repositories or the Securities and Exchange Commission. If the document included by 
reference is a final official statement, it must be available from the Municipal Securities Rulemaking 
Board. The CFO shall clearly identify each such other document so included by reference. 

SECTION 5. Reporting of Significant Events. 

(a) Pursuant to the provisions of this Section 5, the CFO shall give, or cause to be 
given, notice of the occurrence of any of the fo1lowing events wilh respect to the Bon<ls, if n1aterial: 

I. principal and interest payment delinquencies; 

2. non-payment related defaults; 

3. modifications to rights of Bondholders; 

4. optional. contingent or unscheduled bond calls; 

5. defeasances; 

6. rating changes; 

7. adverse tax opinions or events adversely affecting the tax-exempt status of the 
Bonds; 

8. unscheduled draws on the debt service reserves reflecting financial difficulties: 

9. unscheduled draws on credit enhancements reflecting financial difficulties; 

10. substitution of credit or liquidity providers, or their failure to perform; 

11. release, substitution or sale of property securing repayment of the Bonds. 

(b) The Dissemination Agent shall, within one (I) Business Day of obtaining actual 
knowledge of the occurrence of any of the Listed Events, or as soon as reasonably practicahle therealler, 
contact the Disclosure Represcntati ve, inform such person of the event, and request that the CFO 
promptly notify the Dissemination Agent in writing whether or not to report the event pursuant to 
subsection (I) and promptly direct the Fiscal Agent whether or not to report such event to the 
Bondholders. In the absence of such direction the Dissemination Agent shall not report such event unless 
otherwise required to be reported by the Fiscal Agent to the Bondholders under the 1-'iscal Agent 
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Agreement The Dissemination Agent may conclusively rely upon such direction (or lack lhcrcol). For 
purposes of this Disclosure Agreement. "actual knowledge·· nf lhe occurrence of such Listed Events shall 
mean actual knowledge by the officer al the corporate trust office of the Fiscal Agent or the 
Dissemination Agent with regular responsibility for the administration nf matters related to the Fiscal 
Agent Agreement. Neither the Fiscal Agent nor the Dissemination Agent shall have any responsibility to 
determine the materiality of any of the Listed Events. 

(c) Whenever the CFO obtains knowledge of the occurrence of a Listed Event, 
whether because of a notice from the Dissemination Agent pursuant to subsection (b) or otherwise, the 
CFO shall as soon as possible determine if such event would be material under applicable federal 
securities laws. 

(d) If the CFO has determined that knowledge of the occurrence of a Listed Event 
would be material under applicable federal securities laws, the CFD shall promptly notify the 
Dissemination Agent in writing. Such notice shall instruct the Dissemination Agent to rep,irt the 
occurrence pursuant to subsection([). 

(e) If in response to a request under subsection (b), the CFO determines thal the 
Listed Event would not be material under applicable federal securities laws, the CFO shall so notify the 
Dissemination Agent in writing and instruct the Dissemination Agent not lo report lhe occurrence 
pursuant to subsection (I). 

(I) If the Dissemination Agent has been instructed by the CFD to report the 
occurrence of a Listed Event, the Dissemination Agent shall file a notice of such occurrence with the 
Repositories. Notwithstanding the foregoing. notice of Listed Events described in subsections (a)(4) and 
(5) ncc<l not be given under this subsection any earlier than the notice (if any) of the underlying event is 
given to Holders of affected Bonds pursuant to the Fiscal Agent Agreement. 

SECTION 6. Termination of Reporting Obligation. The CFD's obligations under this Disclosure 
Agreement shall terminate upon the legal dcfcasancc, prior redemption or payment in full of all of the 
Bonds. If such termination occurs prior to the final maturity of the Bonds, the CFD shall give notice of 
such termination in the same manner as for a Listed Event under Section 5(f). 

Sl~CTION 7. J)isscrnination Agcnl. The CF() rnay, frorr1 tirnc to tin1c, appoint or cn;sagc a 

Dissemination Agent to assist it in carrying out its obligations under this Disclosure Agreement, and may 
discharge any such Dissemination Agent. with or without appointing a successor Dissecnination Agent. 
The Dissemination Agent shall not be responsible in any manner for the content of any notice or report 
prepared by the CFO pursuant to this Disclosure Agreement. The initial Dissemination Agent shall he 
MuniFinancial. The Dissemination Agent may resign by providing thirty Jays written notice to the CFD 
and the Fiscal Agent. The Dissemination Agent shall have no duty to prepare any information report nor 
shall the Dissemination Agent be responsible for filing any report nol provided to it by the CFD in a 
timely manner and in a form suitable for filing. 

SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure 
Agreement. the CFO, Dissemination Agent may amend this Disclosure Agreement (and the 
Dissemination Agent shall agree to any amendment so requested by the CFD) provided, the 
Dissemination Agent shall not be obligated to enter into any such amendment that modi l"ies or increases 
its duties or obligations hereunder, and any provision of this Disclosure Agreement may be waived, 
provided that the following conditions arc satisfied: 

G-5 



(a) If the amendment or waiver relates to the provisions of Sections 3(a), 4, or 5(a), it 
may only be made in connection with a change in circumstances that arises from a change in legal 
requirements, change in law, or change in the identity, nature or status of an obligated person with respect 
lo the Bonds, or the type of husiness conducted; 

(b) The undertaking, as amended or taking into account such waiver, would, in the 
opinion of nationally recognized bond counsel, have complied with the requirements of the Rule at the 
time of the original issuance of the Bonds, after taking into account any amendments or interpretations of 
the Ruic, as well as any change in circumstances; and 

(c) The amendment or waiver either (i) is approved by the Holders of the Bonds in 
the same manner as provided in the Fiscal Agent Agreement for amendments to the Fiscal Agent 
Agreement with the consent of Holders, or (ii) does not, in the opinion of nationally recognized bond 
counsel, materially impair the interests of the Holders or Beneficial Owners of the Bonds. 

In the event of any amendment or waiver of a provision of this Disclosure Agreement, the CFO shall 
describe such amendment in the next Annual Report, and shall include, as applicable, a narrative 
explanation of the reason for the amendment or waiver and its impact on the type (or, in the case of a 
change of accounting principles. on the presentation) of financial information or operating data being 
presented by the CFO. 

SECTION 9. Additional Information. Nothing in this Disclosure Agreement shall be deemed lo 
prevent the CFO from disseminating any other information, using the means of dissemination set forth in 
this Disclosure Agreement or any other means of communication, or including any other information in 
any Annual Report or uotice of occurrence of a Listed Event, in addition to that which is required by this 
Disclosure Agreement. If the CFO chooses to include any information in any Annual Report or notice of 
occurrence of a Listed Event in addition lo that which is specifically required by this Disclosure 
Agreement, the CFO shall have no obligation under this Agreement to update such information or include 
it in any future Annual Report or notice of occurrence of a Listed Event. 

SECTION 10. !)_cfault. In the event of a failure of the CFO or the Dissemination Agent to 
comply with any provision of this Disclosure Agreement, the Fiscal Agent (at the written request of any 
Participating Underwriter or Lhc Holders of at least 25% aggregate principal amount of Outstanding 
Bonds, shall but only to the extent funds in an amount satisfactory to the Fiscal Agent have been provided 
to it or it has been otherwise indemnified to its satisfaction from any cost, liability, expense or additional 
charges and fees of the Fiscal Agent whatsoever, including, without limitation, fees and expenses of its 
attorneys), or any Holder or Beneficial Owner of the Bonds may lake such actions as may be necessary 
and appropriate, including seeking mandate or specific performance by court order, to cause the CFO or 
Fiscal Agent. as the case may be, to comply with its obligations under this Disclosure Agreement. A 
default under this Disclosure Agreement shall not be deemed an Event of Default under the Fiscal Agent 
Agreement, and the sole remedy under this Disclosure Agreement in the event of any failure of the CFO 
or the Fiscal Agent to comply with this Disclosure Agreement shall be an action to compel performance. 

SECTION 11. Duties, lnnrn1nities and Liabilities of Dissemination Agent. The Dissemination 
Agent shall have only such duties as are specifically set forth in this Disclosure A1,,>rcement, and the CFO 
agrees to indemnify and hold the Dissemination Agent. its officers, directors, employees and agents, 
harmless against any loss, expense and liabilities which they may incur arising out of or in the exercise or 
performance of its powers and duties hereunder, including the costs and expenses (including attorneys 
fees) of defending against any claim of liability, hut excluding liabilities due lo the Dissemination Agent's 
negligence or willful misconduct. The Dissemination Agent shall be paid compensation by the CFO for 
ils services provided hereunder in accordance with its schedule of fees as amended from time to time and 
all expenses, legal fees and advances made or incmTed by the Dissemination Agent in the performance of 
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its duties hereunder. The Dissemination Agent shall have no duly or obligation to review any information 
provided to them hereunder and shall not he deemed to be acting in any fiduciary capacity for the CFO, 
the Bondholders, or any other party. The Dissemination Agent shall have no liability to the Bondholders 
or any other party for any monetary damages or financial liability of any kind whatsoever related to or 
arising from this Agreement. The obligations of the CFD under this Section shall survive resignation or 
removal of the Dissemination Agent and payment of the Bonds. 

SRCTION 12. 1'[Q1i,ts. Any notices or communications lo or among any of the parties to this 
Disclosure Agreement may be given as follows: 

To the Issuer: 

To the Dissemination Agent: 

To the Fiscal Agent: 

City of Merced 
678 West 18'" Street 
Merced, CA 95340 
Attn: City Manager 

MuniFinancial 
27368 Via Industria, Suite 110 
Temecula, CA 92590 

U.S. Bank National Association 
One California Street, Suite 2100 
San Francisco, CA 94111 
Attn: Corporate Trust Department 

Any person may, by written notice to the other persons listed above, designate a different address or 
telephone number(s) to which subsequent notices or communications should be sent. 

SECTION 13. ]3eneficiaries. This Disclosure Agreement shall inure solely to the benefil of the 
Ci1y, the CFO, the Fiscal Agent, the Dissemination Agent, the Participating Underwriter and Holders and 
Beneficial Owners from time to lime of the Bonds, and shall create no rights in any other person or entity. 

SECTION 14. Counterparts. This Disclosure Agreement may he executed in several 
counterparts, each of which shall he an original and all of which shall constitute but one and the same 
instru1ncnt. 

ATTEST: 
JAMES G. MARSHALL, CITY CLERK 

BY: ____________ _ 

Deputy City Clerk 

CITY OF MERCED ON BEHALF OF THE 
COMMUNITY FACILITIES DISTRICT NO. 2006-
1 (MORAGA OF MERCED) OF THE CITY OF 
MERCED 

By 
City Manager 
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APPROVED AS TO FORM: 

City Attorney 

ACCOUNT DATA: 

BY: __________ _ 

Verified by Finance Officer 

MUNIFJNANCIAL. as Dissemination Agent 

Authorized Officer 
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EXHIRIT A 

NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT 

Name of Obligated Party: 

Name of Bond Issue: 

Date of Issuance: 

Community Facilities District No. 2006-1 (Moraga of Merced) of the 
City of Merced 

$5,840,000 Community l'acilitics District No. 2006-1 (Moraga of 
Merced) of the City of Merced, 2006 Special Tax Bonds 

December 14, 2006 

NOTICE IS HEREBY GIVEN that the Issuer has not provided an Annual Report with respect to 
the above-named Bonds as required by the Continuing Disclosure Agreement, dated as of December I, 
2006. with respect to the Bonds. [The Issuer anticipates that the Annual Report will be filed by 

Dated: ______ _ 

MUNIFINANCIAL, on behalf of Issuer 

cc: Issuer 
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Name of Issuer: 

EXHIBIT B 

NAME AND CUSJP NUMBERS OF BONDS 

City of Merced, on behalf of Community Facilities District No. 2006-1 
(Moraga of Merced) of the City of Merced 

Name of Obligated Party: Community Facilities District No. 2006-1 (Moraga of Merced) of the 
City of Merced 

Name of Issue: 

Date of Issuance: 

$5,840,000 Community Facilities District No. 2006-1 (Moraga of 
Merced) of the City of Merced, 2006 Special Tax Bonds 

December 14, 2006 

Date of Official Statement: November 30, 2006 

CUSIP Number: 587626BG6 CUSIP Number: 587626BQ4 
CUSIP Number: 587626BH4 CUS/P Number: 587626BR2 
CUSIP Number: 587626BJO CUSIP Number: 587626BSO 
CUSIP Number: 587626BK7 CUSIP Number: 587626BT8 
CUSIP Number: 587626BL5 CUS/P Number: 587626BU5 
CUSIP Number: 587626BM3 CUSIP Number: 587626BV3 
CUSIP Number: 587626BNI CUSIP Number: 587626CA8 
CUSIP Number: 587626BP6 CUSIP Number: 587626CL4 
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l<'<)RM OF 
PROPERTY OWNER CONTINUING DISCLOSlJRE AGREEMENT 

This Developer Continuing Disclosure Agreement (the "Disclosure Agreement"), dated as of 
December I, 2006, is executed and delivered by Lakemont LWH, LLC, a Delaware limited liability 
company (the "Properly Owner") and MuniFinancial, as Dissemination Agent hereunder (the 
"Dissemination Agent"), in connection with the issuance of the $5,840,000 Community Facilities District 
No. 2006-1 (Moraga of Merced) of the City of Merced. 2006 Special Tax Bonds (the "Bonds"). The 
Bonds arc being issued pursuant to provisions of a Fiscal Agent Agrcc1nent. dated as of Dcccn1ber I. 
2006 (the "Fiscal Agent Agreement"), by and between the City of Merced (the "City"). for and on behalf 
of Community Facilities District No. 2006-1 (Moraga of Merced) of the City of Merced (the "District''! 
(the "Issuer") and U.S. Bank National Association, as fiscal agent (the "Fiscal Agent":,. The Property 
Owner and the Dissemination Agent covenant and agree as follows: 

SECTION I. Purpose of the Disclosure Agreement. This Disclosure Agreement is being 
executed and delivered by the Property Owners and the Dissemination Agent for the benefit of the 
Beneficial Owners of the Bonds and in order to assist the Participating Underwriter in complying with 
S.E.C. Ruic I 5c2-l 2(b)(5). 

SECTION 2. Definitions. In addition to the definitions set forth in the Fiscal Agent 
Agreement, which apply to any capitali,ed lerm used in this Disclosure Agreement unless otherwise 
defined in !his Seclion. the following capitalized terms shall have the following meanings: 

"Affiliate" of another Person means (a) a Person directly or indirectly owning. controlling, or 
holding \Vith power to vote. five pcrccnl ()</()) or rnorc of the outstanding voting securities of such other 
Person, (0) any Person whose outstanding voting securities of five percent (5'.it--) or n1or,: arc dirc,_·tly or 
indirectly owned, controlled, or held with power to vole, by such other Person, and (c) any Person directly 
or indirectly controlling, controlled hy. or under common control with, such other Person: for purposes 
hereof. control n1cans the power to exercise a control1ing influence over the n1anagcrncnt or polici•?S of a 
Person. unless such power is solely the result of an official position with such Person. 

"Assumption Agreement" means an undertaking of a Major Owner. or an Affiliate thereof. for 1he 
benefit of the holders and hcnt..~ficial owners of the Bonds containing ter,ns substantially sitl\ilar to this 
Disclosure Agreement (as modified for such Major Owner's development and financing plan·; with 
respect to the CFD), whereby such Major Owner or Affiliate agrees to provide semi-annual reports and 
notices of significant events. setting forth the information described in sections 4 and 5 hereof. 
respectively, with respect to the portion of !he property in the CFD owned hy such Major Owner and ils 
Affiliates and. at the option of the Property Owner or such Major Owner. agrees tr, indemnify the 
Dissemination Agent pursuant lo a provision substantially in the form nf Section 11 hereoi'. 

"Beneficial Owner" shall mean any person which (a) has the power. directly or indirectly, 10 vole 
or consent with respect to. or to dispose of ownership of, any Bonds (including persons holding Bonds 
through nominees, depositories or other intermediaries), or (b) is treated as the owner of any Bonds for 
federal inco1nc tax purposes. 

"CFO" shall mean Community Facilities District No. 2006-1 (Moraga of Merced) of the City of 
Merced. 
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"Disclosure Representative" shall mean the of the Property Owner or his or her 
designee, or such other officer or employee as the Property Owner shall designate in writing to the Piscal 
Agent and Dissemination Agent from time to time. 

"Dissemination Agent" shall mean MuniFinancial, as Dissemination Agent hereunder, or any 
successor Dissemination Agent designated in writing by the Property Owners and which has filed with 
the Fiscal Agent a written acceptance of such designation. 

"Listed Events" shall mean any of the events listed in Section 5(a) of this Disclosure Agreement. 

"Major Owner" shall mean an owner (including all Affiliates of such owner) of land in the CFD 
responsible in the aggregate for 10% or more of the annual special taxes levied in the CFD. 

"National Repository" shall mean any Nationally Recognized Municipal Securities Information 
Repository for purposes of the Rule. The National Repositories currently approved by the Securities and 
Exchange Commission arc set forth in the SEC website located at 
http://www.sec.gov/info/municipal/nrmsir.htm. 

"Participating Underwriter" shall mean any of the original underwriters of the Bonds required to 
comply with the Rule in connection with the offering of the Bonds. 

"Person" means an individual, a corporation, a partnership. a limited liability company, an 
association, a joint stock company, a trust, any unincorporated organization or a government or political 
subdivision thereof. 

"Property" means the property within the CFD owned by the Property Owner and all of its 
Affiliates. 

"Repository" shall mean each National Repository and each State Repository. 

"Ruic" shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission 
under the Securities Exchange Act of 1934, as the same may be amended from time to time. 

"Semi-Annual Report" shall mean any Semi-Annual Report or its addendum provided by the 
Property Owners pursuant to, and as described in, Sections 3 and 4 of this Disclosure Agreement. 

"State" shall mean the State of California. 

"State Repository" shall mean any public or private rqJOsitory or entity designated by the State as 
a stale repository for the purpose of the Ruic and recognized as such by the Securities and Exchange 
Conunission. As of the date of this Agreement. there is no State Repository. 

SECTION 3. I'rovision of Semi-Annual Reports. 

(a) The Property Owner shall, or cause the Dissemination Agent to, not later than 3 
months and 9 months after the end of the Property Owner's fiscal year, commencing with fiscal year 
ending December 31, 2006, provide to each Repository and the Participating Underwriter a Semi-Annual 
Report which is consistent with the requirements of Section 4 of this Disclosure Agreement with a copy 
to the Fiscal Agent and the Issuer. Not later than fifteen ( 15) Business Days prior to said date, the 
Property Owner shall provide the Semi-Annual Report to the Dissemination Agent. The Property Owner 
shall provide a written certification with each Semi-Annual Report furnished to the Dissemination Agent 
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and the Fiscal Agent and the Issuer to the effect that such Semi-Annual Report corntilules the Semi
Annual Report required lo he furnished by it hereunder. The Dissemination /\gent, the Issuer and the 
Fiscal Agent 111ay conclusivc]y rely upon such certification of Properly Owner and shall have no duty or 
obligation to n:vicv.' such Scn1i-Annual Report. T'hc Scrni-Annual Reporl n1ay be subrnitlcd as a single 
docun1cnt or as separate docun1cnts co111prising a package, and 111ay include by reference other 
information as provided in Section 4 of this Disclosure Agreement. If the Property Owner's fiscal year 
changes, the Property Owner shall give notice or such change in 1he same manner as for a Listed Evenl 
under Section 5(0_ 

(b) If the Dissemination Agent is unable In verify lhal a Semi-Annual Report has 
been provided lo Repositories by the dale required in subsection (al. the Dissemination Agent shall send a 
notice to each Repository. in substantially the form altached as Exhibit A 

(cJ The Dissemination /\gent shall: 

(i) determine each year prior to the date for providing the Semi-Annual Reports the name 
and address of each National Repository and the State Repository, if any: and 

( ii) to the extent information is known to it. file a report with the Issuer. the Property Owner 
and (if the Dissemination Agent is not the Fiscal Agent) the Fiscal Agent certifying that the Semi
Annual Report has been provided pursuant lo this Disclosure Agreement, stating the date it was 
provided and listing all the Repositories to which it was provided_ 

(d) Any filing under this Disclosure Agreement may be made solely by transmitting 
such filing lo the Texas Municipal Advisory Council (the "MAC") as provided at 
hHp://www.disclosureusa.org unless the United States Securities and Exchange Commission has 
withdrawn the interpretative release to the M/\C dated September 7. 2004_ 

SECTION 4_ Content of Semi-Annual Reports_ The Property Owner's Semi-Annual Report 
shall contain or include by reference the following: 

(i) Relating to all property owned by the Property Owner within the CFD (the "Property"), a 
summary of the Properly Owner's development activity on the Property since the dale of the last Semi
.1\nnual l{cport: (A) nun1bcr of acres/lots owned by the Property Owner or its Affiliate~, (B) progress of 

construction activities on the Property, including number of building permits pulled, and (C) number of 
acres/lots sold by the Property Owner or its Affiliates to end users (homeowners) as of the end of the 
applicable reporting period_ 

(ii) Any material changes in the information relating to the Property Owner amVor the 
Property contained in the Official Statement under the caption "THE DEVELOPMENT - General, - CFD 
and Public Facilities,''"- The Developer,'' including updates to Tables IO -13_ 

(iii) A description of any change in the legal structure of the Property Owner and/or the 
financial condition of the Property Owner that would materially interfere with its ability to complete the 
development plan described in the Official Statement under the caption "THE DEYhLOPMENT" or to 
pay its special taxes. 

(iv) A description or any material changes in the Development Plan including any significant 
amendments to land use or development entitlements_ 
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(v) A description of any previously undisclosed material amendment to the land use 
entitlement for the Property. 

(vi) An update of the status of any previously reported Listed Event described in Section 5 
hereof. 

(vii) A statement as to whether or not the Property Owner and all of its Affiliates paid, prior to 
their becoming delinquent, all special taxes levied on the property owned by the Property Owner and such 
Aftiliates within the CFO and if the Property Owner or any of such Affiliates is delinquent in the payment 
of such special taxes. a statement identifying each entity that is so delinquent, specifying the amount of 
each such delinquency and describing any plans to resolve such delinquency. 

(viii) An update in the financing plan of the Property Owners for the Development Plan 
described in the Official Statement under the caption "THE DEVELOPMENT - General," and 
description of any material changes thereto and the causes or rationale for such changes. 

Any or all of the items listed above may he included by specific reference to other documents, including 
official statements of debt issues of the Property Owner or related entities. which have been submitted to 
each of the Repositories or the Securities and Exchange Commission. If the document included by 
reference is a final official statement. it must be available from the Municipal Securities Rulemaking 
Board. The Property Owner shall clearly identify each such other document so included by reference. 

SECTION 5. Reporting of Sig_nificanl Event~-

(a) Pursuant to the provisions of this Section 5, the Properly Owner 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. bankruptcy or insolvency proceedings commenced by or against the Property 
Owner or a partner or Affiliate thereof that would materially interfere with its ability to complete 
the Development Plan or to pay its special laxes; 

2. failure by the Property Owner to pay any taxes, special taxes or assessments due 
with respect to the Proper! y; 

3. filing of a lawsuit against the Property Owner or a partner or Affiliate thereof 
seeking damages, or a judgment in a lawsuit against the Property Owner or a partner or Affiliate 
thereof, which could have a significant impact on the Property Owner's ability to pay Special 
Taxes or to sell or develop the Property; 

4. any conveyance by the Property Owner of any portion of the Property to an entity 
that is not an Affiliate of the Properly Owner, the result of which conveyance is lo cause the 
transferee lo become a Major Owner; 

5. any denial or termination of credit, any denial or tertninalion of. or default under, 
any line of credit or loan or any other loss of a source of funds that could have a material adverse 
affect on the Property Owner's most recently disclosed financing plan or the ability of the 
Property Owner or any Affiliate lo pay Special Taxes when due; 

6. any significant amendments lo the land use entitlements for the Property; 

G-14 



7. any previously undisclosed governmentally-imposed preconditions to 
commencement or continuation of development on the Property; 

8. any previously undisclosed legislative, administrative or judicial challenges to 
development on the Property Owners properly; 

9. any change in the alignment. design or likelihood or completion or significant 
public improvement affecting the Property Owner's property, including major thoroughfares, 
sewers, water conveyance systems and sirnilar facilities; and 

10. The assumption of any obligation by a Major Owner pursuant to Section(,. 

(b) The Fiscal Agent shall, within one ( 1) Business Day of obtaining actual 
knowledge of the occurrence or any or the Listed Events, or as soon as reasonably prac1:icablc thereafter, 
contact the Disclosure Representative, inform such person of the event, and request rhat the Property 
Owner promptly notify the Dissemination Agent in writing whether or not to report the event pursuant to 
subsection (f) and promptly direct the Dissemination Agent whether or not to report ;.uch event to the 
Bondholders. In the absence of such direction the Fiscal Agent shall not report such event unless 
otherwise required to be reported by the Fiscal Agent to the Bondholders under the Fiscal /\gent 
Agreement. The Fiscal Agent may conclusively rely upon such direction (or Jack thereof). For purposes 
of this Disclosure Agreement, "actual knowledge" or the occurrence or such Listed Events shall mean 
actual knowledge by the officer al the corporate trust office of the Fiscal Agent with regular responsibility 
for the administration of matters related lo the Fiscal Agent Agreement. The Fiscal Agent shall have no 
responsibility to determine the materiality or any of the Listed Events. 

(c) Whenever the Property Owner obtains knowledge of the occurrence of a Listed 
Event. whether because of a notice from the Fiscal Agent pursuant to subsection (b) Gr otherwise. the 
Property Owner shall as soon as possible determine if such event would be material under applicable 
federal securities Jaws. 

(d) Jr the Property Owner has determined that knowledge of the occurrence of a 
Listed Event would be material under applicable federal securities laws, the Property Owner shall 
promptly notify the Dissemination Agent in writing. Such notice shall instruct the Dissemination Agent 
to report the occurrence pursuant to subsection (f). 

(c) If in response to a request under subsection (b), the Property Owner determines 
that the Listed Event would not be material under applicable federal securities laws, the Properly Owner 
shall so notify the Dissemination Agent in writing and instruct the Dissemination /\gent not to report the 
occurrence pursuant to subsection (0. 

(f) If the Dissemination Agent has been instructed by the Property Owner to report 
the occurrence or a Listed Event. the Dissemination /\gent shall lilc a notice of such occurrence with the 
Repositories. 

SECTION 6. Duration of Reporting Obligation. (a) Each of the Property Owner's 
obligations hereunder shall commence on such date as the Property owned by a Property Owner is 
responsible for payment of 10% or more of the special taxes in the CFD and shall terminate (except as 
provided in Section I 1) upon (i) the legal defcasancc, prior redemption or payment in full of all the 
Bonds or (ii) so long as the Bonds arc outstanding, at such time the Property Owner is no longer a 
Major Owner. Upon the occurrence of any such termination or suspension prior lo the final maturity 
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of the Bonds, the Property Owner shall give notice of such termination or suspension in the same 
manner as for a Listed event under Section 5. 

(b) If a portion of the Property, is conveyed lo a Person that, upon such conveyance, 
will be a Major Owner, the obligations of the Property Owner hereunder with respect to such property 
owned by such Major Owner and its Affiliates shall be assumed by such Major Owner or by an Affiliate 
thereof and the Property Owner's obligations hereunder will be terminated. Tn order to effect such an 
assumption. such Major Owner or Affiliate shall enter into an Assumption Agreement. The Property 
Owner shall provide a copy of the executed Assumption Agreement lo the Fiscal Agent and the City. 

SECTION 7. Dissemination Agent. The Property Owners may. from lime to time, appoint or 
engage a Dissemination Agent lo assist il in carrying out its obligations under this Disclosure 
Agreement, and may discharge any such Dissemination Agent, with or without appointing a successor 
Dissemination Agent. The Dissemination Agent shall not be responsible in any manner for the content 
of any notice or report prepared hy the Property Owner pursuant lo this Disclosure Agreement. The 
initial Dissemination Agent shall be MuniFinancial. The Dissemination Agent may resign by 
providing thirty days written notice to the Property Owner, the bsuer and the Fiscal Agent. The 
Dissemination Agent shall not be responsible for the content of any report or notice prepared by the 
Property Owner. The D,ssenlination Agent shall have no duty to prepare any information report nor 
shall the Dissemination Agent be responsible for filing any report not provided lo it by the Properly 
Owner in a timely 1nanncr and in a forn1 suitable for filing. 

SECTION 8. Amenclmenl; Waiver. Notwithstanding any other provision of this Disclosure 
Agreement, the Property Owner, Dissemination Agent and the Fiscal Agent may amend this 
Disclosure Agreement (and the Fiscal Agent and Dissemination Agent shall agree to any amendment 
so requested by the Properly Owner) provided, neither the Fiscal Agent nor the Dissemination Agent 
shall be obligated to enter into any such amendment that modifies or increases its duties or obligations 
hereunder, and any provision of this Disclosure Agreement may be waived. provided that the 
following conditions arc satisfied: 

(a) If the amendment or waiver relates lo the provisions of Sections 3(a), 4, or 5(a), it 
may only be made in connection with a change in circumstances that arises from a change in legal 
requirements, change in law, or change in the identity, nature or status of an obligated person 
with respect lo the Bonds, or the type of business conducted; 

(h) The undertaking, as amended or taking into account such waiver, would, in the 
opinion of nationally recognized bond counsel. have complied with the requirements of the Rule 
al the time of the original issuance of the Bonds, after taking into account any amendments or 
interpretations of the Rule. as well as any change in circumstances; and 

(c) The amendment or waiver eithLY (i) is approved by the Holders of the Bonds in 
the same manner as provided in the Fiscal Agent Agreement for amendments lo the Fiscal Agent 
Agreement with the consent of Holders, or (ii) does not, in the opinion of nationally recognized 
bond counsel, materially impair the interests of the HoldcYs or Beneficial Owners of the Bonds. 

ln the event of any amendment or wai vcr of a provision of this Disclosure Agreement, the Property 
Owner shall describe such amendment in the next Semi-Annual Report, and shall include, as applicable, a 
narrative explanation of the reason for the amendment or waiver and its impact on the type (or. in the case 
of a change of accounting principles, on the presentation) of financial information or operating data being 
presented by the Property Owner. 
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SECTION 9. Additional Information. Nothing in this Disclosure Agreement shall be deemed 
lo prevent the Property Owner from disseminating any other information, using the means of 
dissemination set forth in this Disclosure Agreement or any other means of communication, or 
including any other inforrnation in any Scmi-1\nnual R.cporl or notice of occurrence of a L.isted Event, 
in addition to that which is required by this Disclosure Agreement. If the Property Owner choose to 
include any information in any Scrni-Annual l{eport or notice of occurrence of a Listed r:vcnt in 
addition lo that which is specifically required hy this Disclosure Agreement. the Property Owner shall 
have no obligation under this Agreement to update such information or include it in ,iny future Semi
Annual Report or notice of occurrence of a Listed Event. 

SECTION 10. Defau_l!. In the event of a failure of the Property Owner or the Fiscal Agent to 
comply with any provision of this Disclosure Agreement. the Fiscal Agent (at the written request of 
any Participating Underwriter or the Holders of at least 2Yif, aggregate principal amount of 
Outstanding Bonds, shall but only to the extent funds in an amount satisfactory to the Fiscal Agent 
have been provided to it or it has been othcr\visc indemnified to its satisfaction fro1n any cost, liability, 
expense or additional charges and fees of the Fiscal Agent whatsoever, including, without limitation, 
fees and expenses of its attorneys), or any Holder or Beneficial Owner of the Bonds may take such 
actions as may he necessary and appropriate, including seeking mandate or specific performance by 
court order, to cause the Properly Owner or Fiscal Agent, as the case may be. lo comply with its 
obligations under this Disclosure Agreement. A default under this Disclosure Agreement shall not he 
deemed an Event of Default under the Fiscal Agent Agreement, and the sole remedy und.,r this 
Disclosure Agreement in the event of any failure of the Property Owner or the Fiscal Agent lo comply 
with this Disclosure Agreement shall be an action to rnmpel performance. 

SECTION 11. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination 
Agent shall have only such duties as arc specifically set forth in this Disclosure Agreement, and the 
Property Owner agrees to indemnify and hold the Dissemination Agent, their officers. directors, 
employees and agents (the "Indemnified Party"). harmless against any loss. expense and liabilities 
which they may incur arising out of or in the reasonable exercise or performance ol its powers and 
duties hereunder, including the reasonable costs and expenses (including attorneys fees) of defending 
against any claim of liability. hut excluding losses, expenses or liabilities due to any Indemnified 
Party's respective negligence or willful misconduct. The Dissemination Agent shall be paid 
compensation by the Property Owner for its services provided hereunder in accordance ,vith its 
schedule of fees as amended fro111 tin1c to tin1e and all reasonahlc expenses, legal fees and advances 
made or incurred hy the Disscrnination Agcnl in the perforrnance of ils duties hereunder. The 
Dissemination Agent shall have no duty or obligation to review any information provided to them 
hereunder and shall not be deemed to he acting in any fiduciary capacity for the Property Owne,'f, the 
Bondholders, or any other party. The Dissemination Agent shall not have any liability to the 
Bondholders or any other party for any monetary damages or financial liability of any kind whatsoever 
related to or arising from this Agreement. The ohligations of the Property Owner under this Section 
shall survive resignation or removal of the Dissemination Agent and payment of the Bonds. 

SECTION 12. Nmices. Any notices or communications to or among any of the parties to this 
Disclosure Agreement may be given as follows: 

To the Issuer: City of Merced 
678 West 18'" Street 
Merced, CA 95340 
Attn: City Manager 
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To the Dissemination Agent: 

To the Fiscal Agent: 

To the Property Owner: 

MuniFinancial 
27368 Via Industria, Suite l 10 
Temecula, CA 92590 

U.S. Bank National Association 
One California Street, Suite 2100 
San Francisco, CA 941 l 1 
Attn: Corporate Trust Department 

Lakcmont LWH, LLC 
clo Lakcmont Homes Incorporated 
140 Diamond Creek Place 
Roseville, CA 95747 
Attn: Steve Thinglum 

Any person may, by written notice to the other persons listed above, designate a different address 
or telephone number(s) lo which subsequent notices or communications should be sent. 

SECTION 13. B~neficiari_es. This Disclosure Agreement shall inure solely to the benefit of 
the Issuer, the Property Owner, the Fiscal Agent, the Dissemination Agent, the Participating 
Underwriter and Holders and Beneficial Owners from time to time of the Bonds, and shall create no 
rights in any other person or entity. 

SECTION 14. Counterparts. This Disclosure Agreement may be executed in several 
counterparts, each of which shall be an original and all of which shall constitute but one and the same 
instrument. 

LAKEMONT LWH, LLC, a Delaware limited 
liability company 

By: 

Its: _______________ _ 

MUNIFINANCIAL 

as Dissemination Agent 

By 

Authorized Officer 
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EXHIBIT A 

NOTICE TO REPOSITORIES OF FAILURE TO FILE SEMI-ANNUAL REPORT 

Name of Obligated Parties: 

Name of Bond Issue: 

Dale of Issuance: 

Lakcmont LWH, LLC 

$5,840,000 Community Facilities District No. 2006-1 of the City of 
Merced (Moraga of Merced) 2006 Special Tax Bonds 

December 14, 2006 

NOTICE JS HEREBY GIVEN that the Property Owner, Lakemont LWH, LLC, has not provided 
a Semi-Annual Report with respect to the above-named Bonds as required by the Developer Continuing 
Disclosure Agreement. dated as of December I, 2006. with respect to the Bonds. [Such Property Owner 
anticipates that the Semi-Annual Report will be filed by ______ ,J 

Dated:. ______ _ 

cc: Issuer 

MUNIFINANCIAL, on behalf of Property Owner. 
Lakcmont LWH. LLC 

G-19 



Name of Issuer: 

EXHIBIT B 

NAME AND CUSIP NUMBERS OF BONDS 

City of Merced on behalf of Community Facilities District No. 2006-1 of 
the City of Merced (Moraga of Merced) 2006 Special Tax Bonds 

Name of Obligated Parties: Lakemont LWH, LLC 

Name of Issue: 

Date of Issuance: 

$5,840,000 Community Facilities District No. 2006-1 of the City of 
Merced (Moraga of Merced) 2006 Special Tax Bonds 

December 14, 2006 

Date of Official Statement: November 30, 2006 

CUSIP Number: 587626BG6 CUSIP Number: 587626BQ4 
Cl/SIP Number: 587626BH4 CUSIP Number: 587626BR2 
CUSIP Number: 587626BJO Cl/SIP Number: 587626BSO 
Cl/SIP Number: 587626BK7 Cl/SIP Number: 587626BT8 
CUSIP Number: 587626BL5 Cl/SIP Number: 587626BU5 
CUSIP Number: 587626BM3 Cl/SIP Number: 587626BV3 
Cl/SIP Number: 587626BNl Cl/SIP Number: 587626CA8 
Cl/SIP Number: 587626BP6 Cl/SIP Number: 587626CL4 
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APPENDIXH 

BOOK-ENTRY ONLY SYSTEM 

771e it?/hr111ation in this section concernin,1.; IJTC' ancl l)T(' 's hook-enhJ' ,\)'Sle111 has hecn obtained 
jf'otn sources that fvsucr believes lo he reliable, hut Issuer takes no rcsJH>n.vihili(v .f(,ir the ac1:ura<,:v 
thereof 

The Depository Trust Company ("DTC"), New York, NY, will act as securities depository +or the 
Bonds, The Bonds will be issued as fully-registered securities registered in the name of Cede & Co, 
(DTC's partnership nominee) or such other name as may be requested by an authorized r,2prcsenta1ive of 
DTC One f'ully-registcred certificate will be issued for each maturity of the Bonds, in the aggregate 
principal amount of such maturity, and will be deposited with DTC 

DTC the v.orld's largest depository, is a limited-purpose trust company organized under the New 
York Banking Law, a "hanking organization" within the meaning of the New York Banking Law, a 
memher of the Federal Reserve System, a "clearing corporation" within the meaning of the New York 
L:niform Commercial Code, and a "clearing agency" registered pursuant to the provisions of Scctio:i 17 A 
of the Securities Exchange Act of 1934, DTC holds and provides asset servicing for over 2,2 million 
issues of lJ,S, and non-U,S. equity issues, corporate and municipal debt issues, and money market 
instruments from over 100 countries that DTC's participants ("Direct Participants") deposit with DTC 
DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities 
transactions in deposited securities, through electronic computerized book-entry transfers and pledges 
between Direct Part;.cipants' accounts, This eliminates the need for physical movement of securities 
certificates, Direct Participants include both U.S, and non-US, securities brokers and dealers, banks, 
trust companies, clearing corporations, and certain other organizations, DTC is a wholly-owned 
subsidiary of The Depository Trust & Clearing Corporation ("DTCC''), DTCC in turn, is owned by a 
number c,f uirect Participants of DTC and Members of the National Securities Clearir,g Corporation, 
Fixed Income Clearing Corporation, and Emerging Markets Clearing Corporation, (NSCC FICC and 
EMCC also subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc,, the American 
Stock Exchange LLC and the National Association of Securities Dealers, Inc, Access to foe DTC system 
is also available to others such as both lJ,S. and non-U,S, securities hrokers and dealers, banks, trust 
companies, and clearing corporations that clear through or maintain a custodial relationship with a Direct 
Participant, either directly or indirectly ("Indirect Participants"), DTC has Standard & Poor's highest 
rating: J\AJ\. 'f'hc DTC' Rules applicable to its Partii..:ipants arc on file with the Securiliet.-. and Exchange 

Commission, More information about DTC can be found at www,dtcc,eon1, Tlie Ji>regoing iniemet 
adlltc.'>s is included j()r r~f'erence 011(r, a,ul the i1?lorn1alion on this internet site is not a part q( this 
Official Sraremcnt and is no/ incmporatcd hr rcj(rencc into rhis Official S!atcmml, 

Purchases of Bonds under the DTC system must be made by or through Direct Participants, 
which will receive a credit for the Bonds on DTC's records. The ownership interest of each actual 
purchaser of each Bond ("Beneficial Owner") is in turn to be recorded on the Direct and Indirect 
Participants' records, Beneficial Owners will not receive written conlfonation from DTC of their 
purchase. Beneficial Owners arc, however, expected to receive written confirmations providing details of 
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant 
through which the Beneficial Owner entered into the transaction, Transfers of ownership interests ,n the 
Bonds arc to be accomplished by entries made on the books of Direct and Indirect Participants acting on 
bdialf of Beneficial Owners, Beneficial Owners will not receive certificates representing their ownership 
interests in the Bonds, except in the event that use of the book-entry system for the Bonds is discontinued, 

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC arc 
registered in the name of DTCs partnership nominee, Cede & Co" or such other name as may be 
requested by an authorized representative of DTC The deposit of Bonds with DTC and their registration 
in the name of Cede & Co, or such other DTC nominee do not effect any change in beneficial ownership, 
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DTC has no knowledge of the actual Beneficial Owners of the Bonds: DTC's records reflect only the 
identity of the Direct Participants to whose accounts such Bonds are credited, which may or may not be 
the Beneficial Ovmers. The Issuer and Indirect Participants will remain responsible for keeping account 
of their holdings on behalf of their customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any statutory or regulatory 
requirements as may be in effect from time to time. 

Redemption notices shall be sent to OTC If less than all of the Bonds within an issue are being 
redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct Participant in 
such issue to be redeemed. 

Neither OTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to 
the Bonds unless authorized by a Direct Participant in accordance with DTC's Procedures. Under its 
usual procedures, DTC mails an Omnibus Proxy to Issuer (or the Fiscal Agent on behalf thereof) as soon 
as possible after the record date. The Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to 
those Direct Participants to whose accounts the Bonds are credited on the record date (identified in a 
listing attached to the Omnibus Proxy). 

Redemption proceeds, distributions, and dividend payments on the Bonds will be made to Cede & 
Co .. or such other nominee as may he requested by an authorized representative of DTC. DTC's practice 
is to credit Direct Participants' accounts upon DTC's receipt of funds and corresponding detail 
information from the Issuer or Agent, on payable date in accordance with their respective holdings shown 
on DTC's records. Payments by Participants to Beneficial Owners will be governed by standing 
instructions and customary practices, as is the case with securities held for the accounts of customers in 
bearer form or registered in "street name," and will be the responsibility of such Participant and not of 
OTC nor its nominee, Agent. or Issuer, subject to any statutory or regulatory requirements as may be in 
effect from time to time. Payment of redemption proceeds, distributions, and dividend payments to Cede 
& Co. ( or such other nominee as may be requested by an authorized representative of DTC) is the 
responsibility of Issuer or the Fiscal Agent, disbursement of such payments to Direct Participants will be 
the responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be the 
responsibility of Direct and Indirect Participants. 

OTC may discontinue providing its services as depository with respect to the Bonds at any time 
by giving reasonable notice to Issuer or the Fiscal Agent Under such circumstances. in the event that a 
successor depository is not obtained Bond certificates are required to be printed and delivered. 

The Issuer may decide to discontinue use of the system of book-entry transfers through OTC (or a 
successor securities depository). In that event, Bond certificates will be printed and delivered to OTC. 
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