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The Sacramento Area Flood Control Agency (the “Agency™) is issuing $82,990,000 Consolidated Capital Assessment District Bonds, Series 2007A
(the “Series 2007A Bonds”) and $4,140,000 Consolidated Capital Assessment District Bonds, Taxable Series 2007B (the “Series 2007B Bonds” and,
together with the Series 2007A BPonds, the “Series 2007 Bonds™) pursnant to the Sacramento Area Flood Control Agency Act (the “Act™). The Series
2007 Bonds are secured by assessments (the “Consolidated Capital Assessments™) levied by the Agency on property in the Agency’s Consolidated
Capital Asgessment District (the “District”), as desceribed herein. When issued, the proceeds of the Series 2007 Bonds will be used to provide funds to
(1) advance refund the Agency’s North Area Local Project Capital Assessment District No. 2 Bonds, Series 2005 (the “Series 2005 Bonds”); (ii) prepay
the Agency’s Bond Anticipation Notes, Series A (the “2006 Series A Notes™) and Series B (the “2006 Series B Notes™ and, together with the 2006
Series A Notes, the “2006 Notes™); (iii) finance, or reimburse the Agency for, the cost of certain flood control facilities consisting of a series of levee and
other flood control improvements to be acquired and constriucted in and for the District under and purgnant to the Act, ag more particularly described
in the Final Engineer’s Report attached hereto as Appendix A; (iv) pay the cost of a reserve fund insurance policy (the “Reserve Fund Policy™), to
be issued by the Insurer (defined below) to satisfy the Required Reserve; and (v) pay the costs of issuance of the Series 2007 Bonds. See “PLAN OF
FINANCING” and “ESTIMATED SOURCES AND USES OF BOND PROCEEDS™ herein.

Theresolution of the Agency pursuant to which the Series 2007 Bonds are being issued, adopted on May 31, 2007 (the “Resolution™), authorizes
the isguance of additional bonds payable from the Consclidated Capital Assessments on a parity with the Series 2007 Ponds, subject to satisfaction
of the conditions specified in the Resolution. The Series 2007 Bonds, together with any additional parity bonds issued pursuant to the Resolution are
referred to herein agthe “Bonds.” The Resolution also permits the issnance of additional bonds and other obligations payable from the Consolidated
Capital Assessments on a subordinate basis to the Bonds. See “SECURITY FOR THE SERIES 2007 BONDS — Additional Bonds”.

The Series 2007 Bonds are bheing issued, in fully registered form only and will be registered in the name of Cede & Co., ag nominee of The
Depository Trust Company, New York, New York (“DTC”), which will act as securities depository of the Series 2007 Bonds. Ownership interests in
the Series 2007 Bonds may be purchased in book-entry form only in denominations of $5,000 or any integral multiple thereof. Purchasers will not
receive physical certificates representing their ownership interest, but will receive a credit balance on the books of the nominees of such purchasers.
The Beries 2007 Bonds will not be transferable or exchangeable, except for transfer to another nominee of DTC, ag described herein. Principal
of, interest on and redemption premium (if any) with respect to the Series 2007 Bonds will be payable by the Director of Finance of the County of
Sacramento, California, as Treasurer of the Agency to DTC, which will in turn remit such principal, interest and redemption premium (if any) to its
participants for subsequent disbursement to the beneficial owners of interests in the Series 2007 Bonds herein. See APPENDIX C- “DTC AND THE
BOOK-ENTRY ONLY SYSTEM?” hereto. Interest on the Series 2007 Bonds is payable on April 1 and October 1 of each year, commencing April 1,
2008.

The Series 2007A Bonds are subject to optional redemption prior to maturity, as described herein. The Series 2007B Bonds are not subject to
redemption prior to maturity.

NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE AGENCY OR ANY MEMBER THEREOF OR THE STATE OF
CALIFORNIA OR ANY POLITICAL SUBDIVISION THEREOF IS PLEDGED TO THE PAYMENT OF THE SERIES 2007 BONDS. EXCEPT FOR
THE CONSOLIDATED CAPITAL ASSESSMENTS, NO TAXES OR ASSESSMENTS ARE FPLEDGED TO THE FAYMENT OF THE SERIES 2007
BONDS. THE SERIES 2007 BONDS ARE NOT GENERAL OBLIGATION BONDS OF THE AGENCY NOR ANY MEMBER THEREOE BUT ARE
LIMITED OBLIGATIONS OF THE AGENCY PAYABLE SOLELY FROM THE CONSOLIDATED CAPITAL ASSESSMENTS, AS MORE FULLY
DESCRIBED HEREIN.

The payment of principal of and interest on the Series 2007 Ponds when due will be insured by a municipal bond insurance policy to he
issued simultanecusly with the delivery of the Series 2007 Bonds by Financial Guaranty Insurance Company, doing business in California as FGIC
Insurance Company (the “Insurer™). See “BOND INSURANCE” herein.

This cover page contains certain information for general reference only. It is not intended to be a summary of the security or the terms of
the Series 2007 Ponds. Investors are instructed to read the entire Official Statement to obtain information essential to the making of an informed
investment decision. Capitalized terms used on this cover page not otherwise defined shall have the meanings set forth herein.

The Series 2007 Bonds are offered when, ag and if issned and delivered to the Underwriters, suhject to the approval as to validity by Orrick,
Herrington & Sutcliffe LLE Bond Counsel to the Agency, and certain other conditions. Certain legal matters will be passed upon for the Underwriters
by Stradling Yocea Carlson & Rauth, a Professional Corporation, and for the Agency by Timothy Washburn Esq., Agency Counsel. It is expected
that the Series 2007 Bonds in definitive form will be available for delivery in New York, New York through the fadlities of DTC on or about
June 26, 2007.

Banc of America Securities LLC
Bear, Stearns & Co. Inc. Morgan Stanley & Co. Incorporated

Dated June 13, 2007



Maturity Schedule

$82,990,000 Series 2007A Serial Bonds

Maturity Principal Interest
(October 1) Amount Rate Yield CUSIP NO.!
2011 $1,545,000 4.000% 3.950% 785840DN6
2012 1,610,000 4.000 4.000 785840DP1
2013 1,675,000 4.000 4.050 785840DQ%
2014 1,745,000 4.000 4.100 785840DR7
2015 1,825,000 5.000 4.150 785840D85
2016 1,915,000 5.000 4.200 785840DT3
2017 2,015,000 5.000 4.250 785840DU0
2018 2,120,000 5.000 4.340% 785840DV8
2019 2,225,000 5.000 4.410% 785840DW6
2020 2,335,000 4.500 4.460% 785840DX4
2021 2,450,000 5.000 4.500% 785840DY2
2022 2,575,000 5.000 4.530% T85840DZ9
2023 2,705,000 5.000 4.560% T85840EA3
2024 2,845,000 5.000 4.580% 785840EB1
2025 2,990,000 5.000 4.600% 785840EC9
2026 3,145,000 5.000 4.610% T85840ED7
2027 3,505,000 5.000 4.620% T85840EES

$19,250,000 5.000% Series 2007A Term Bonds Due October 1, 2032 - Yield 4.640*% CUSIP 785840EF2!
$24,715,000 5.000% Series 2007A Term Bonds Due October 1, 2037 — Yield 4.690%*% CUSIP 785840EG0"

$4,140,000 Series 2007B Bonds

Maturity Principal Interest
(October 1) Amount Rate Yield CUSIP No.!
2008 $1,265,000 5.510% 5.510% 785840EHS
2009 1,400,000 5.560 5.560 785840EJ4
2010 1,475,000 5.600 5.600 T85840EK1

1 CUSIP numbers provided for reference only. The Agency and the Underwriters do not assume any responsibility for the accuracy of such
numbers.
*  Priced to October 1, 2017 par call date.
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No dealer, broker, salesperson or other person has been authorized by the Agency or the Underwriters
to give any information or to make any representations other than those contained herein and, if given or made,
such other information or representation must not be relied upon. 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 Series 2007 Bonds in any
jurisdiction in which it is unlawful to make such offer, solicitation or sale.

This Official Statement is not to be construed as a contract with the purchasers of the Series 2007
Bonds. Statements contained in this Official Statement which involve estimates, forecasts or matters of
opinion, whether or not expressly so described herein, are intended solely as such and are not to be construed
as representations of fact.

The Underwriters have provided the following sentence for inclusion in this Official Statement: The
Underwriters have reviewed the information in this Official Statement in accordance with, and as a part of,
their responsibilities to investors under the federal securities laws as applied to the facts and circumstances of
this transaction, but the Underwriters do not guarantee the accuracy or completeness of such information.

The information and expressions of opinion herein are subject to change without notice and neither the
delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, create any
implication that there has been no change in affairs of the Agency or the Insurer since the date hereof. This
Official Statement, including any supplement or amendment hereto, is intended to be deposited with one or
more repositories.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVERALLOT OR
EFFECT TRANSACTIONS WHICH MAY STABILIZE OR MAINTAIN THE MARKET PRICE OF THE
SERIES 2007 BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE
OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

Certain statements included or incorporated by reference in the following information constitute
“forward-looking statements.” Such statements are generally identifiable by the terminology used such as
“plan,” “expect,” “estimate,” “budget” or other similar words. The achievement of certain results or other
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 future results, performance or achievements expressed or implied by such forward-looking
statements. No assurance is given that actual results will meet the Agency’s forecasts in any way. Although the
Agency will provide certain information annually as specifically set forth in the Continuing Disclosure
Certificate, the Agency does not plan to 1ssue any updates or revisions to those forward-looking statements if
or when its expectations, or events, conditions or circumstances on which such statements are based occur or
do not occur.

EEI

The Series 2007 Bonds have not been registered under the Securities Act of 1933, as amended, in
reliance upon an exemption from the registration requirements contained in such Act.
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OFFICIAL STATEMENT
$87,130,000

SACRAMENTO AREA FLOOD CONTROL AGENCY
CONSOLIDATED CAPITAL ASSESSMENT DISTRICT BONDS, SERIES 2007
$82,990,000 $4,140,000

Series 2007A Taxable Series 2007B

INTRODUCTION

This Official Statement (which includes the cover page, the table of contents and the Appendices
attached hereto) 1s furnished by the Sacramento Area Flood Control Agency (the “Agency™) to provide
information concerning the $82,990,000 aggregate principal amount of Sacramento Area Flood Control
Agency Consolidated Capital Assessment District Bonds, Series 2007A (the “Senies 2007A Bonds™) and
34,140,000 aggregate principal amount of Sacramento Area Flood Control Agency Consolidated Capital
Assessment District Bonds, Taxable Series 2007B (the “Series 2007B Bonds” and, together with the Series
2007A Bonds, the “Series 2007 Bonds™) to be issued by the Agency pursuant to the Sacramento Area Flood
Control Agency Act {Chapter 130 of West’s Annotated California Water Code Appendix) {the “Act”) and
pursuant to the terms of Resolution No. 07-052 adopted by the Agency on May 31, 2007 (the “Resolution”).

The Series 2007 Bonds will be secured by assessments (the “Consolidated Capital Assessments™) to be
levied by the Agency on property in the Agency’s Consolidated Capital Assessment District (the “District™).
See “SECURITY FOR THE SERIES 2007 BONDS — Flow of Funds™ herein.

The Series 2007 Bonds are being issued to provide funds to (i) advance refund the Agency’s North
Area Local Project Capital Assessment District No. 2 Bonds, Series 2005 (the “Series 2005 Bonds™); (ii)
prepay the Agency’s Bond Anticipation Notes, Series A (the “2006 Series A Notes™) and Series B (the “2006
Series B Notes” and, together with the 2006 Series A Notes, the “2006 Notes™), (i11) finance, or reimburse the
Agency for, the cost of certain flood control facilities consisting of a series of levee and other flood control
improvements to be acquired and constructed in and for the District under and pursuant to the Act, as more
particularly described in the Final Engineer’s Report attached hereto as Appendix A (see “THE DISTRICT -
The 2007 Project™ herein), (iv) pay the cost of a reserve fund insurance policy (the “Reserve Fund Policy™), to
be issued by Financial Guaranty Insurance Company, doing business in California as FGIC Insurance
Company (the “Insurer”™), to satisfy the Required Reserve; and (v) pay the costs of issuance of the Series 2007
Bonds. See “PLAN OF FINANCING” and “ESTIMATED SOURCES AND USES OF BOND PROCEEDS”
herein.

The Resolution authorizes the issuance of additional bonds payable from the Consolidated Capital
Assessments on a parity with the Series 2007 Bonds, subject to satisfaction of the conditions specified in the
Resolution. The Agency contemplates the issuance of approximately $70 million in additional bonds in 2008,
approximately $41 million in additional bonds in 2011, and $44 million in additional bonds in 2014. See “THE
DISTRICT — The 2007 Project — Funding of the Projects” herein. The Series 2007 Bonds, together with any
additional parity bonds issued pursuant to the Resolution are referred to herein as the “Bonds.” The Resolution
also permits the i1ssuance of additional bonds and other obligations payable from the Consolidated Capital
Assessments on a subordinate basis to the Bonds. See “SECURITY FOR THE SERIES 2007 BONDS —
Additional Bonds.”

The District boundaries encompass approximately 89,700 acres and contain approximately 140,000
parcels of land. The total assessed value of the property within the District is estimated at $40.7 billion for
Fiscal Year 2006-07. The estimated annual Consolidated Capital Assessment for the District for Fiscal Year
2007-08, is approximately $18.1 million. See “THE DISTRICT” herein.



The payment of principal of and interest on the Series 2007 Bonds when due will be insured by a
municipal bond insurance policy (the “Insurance Policy™) to be issued simultaneously with delivery of the
Series 2007 Bonds by Financial Guaranty Insurance Company, doing business in California as FGIC Insurance
Company, as bond insurer (the “Insurer™). See “BOND INSURANCE” and APPENDIX G — “FORM OF
BOND INSURANCE POLICY™ herein.

The Agency has covenanted that, so long as any Bonds are outstanding, it will annually levy in each
Fiscal Year the Consolidated Capital Assessments against all Assessable Land (as defined in the Resolution) in
the District at not to exceed the maximum rates specified in the Final Engineer’s Report for the District dated
April 19, 2007 (the “Final Engineer’s Report™), using the method for apportioning such Consolidated Capital
Assessments provided in the Final Engineer’s Report, and make provision for the collection of the
Consolidated Capital Assessments in amounts which the Agency estimates will be sufficient, after making
reasonable allowances for contingencies and errors in the estimates, to yield Consolidated Capital Assessments
Available for Debt Service (as defined in the Resolution) equal to at least one hundred ten percent (110%) of
the Annual Debt Service for such Fiscal Year; provided, that failure to provide sufficient money for the
foregoing purposes in any Fiscal Year shall not constitute a default under the Resolution so long as the
Consolidated Capital Assessments in such Fiscal Year are levied at the maximum rates specified in the Final
Engineer’s Report, using the method for apportioning such Consolidated Capital Assessments provided in the
Final Engineer’s Report. See “THE DISTRICT - Consolidated Capital Assessments” herein for a more
detailed description of the Consolidated Capital Assessments and the method of apportionment and assessment
thereof.

In accordance with the Resolution, a Reserve Account (the “Reserve Account™) will be established
with the Director of Finance of the County of Sacramento, California, as Treasurer of the Agency (the
“Treasurer”). Amounts in the Reserve Account are required to be funded at the Required Reserve and will be
used solely for the purpose of payment of principal of and interest on the Bonds in the event that amounts on
deposit in the Redemption Account under the Resolution are insufficient for such purpose, or for the retirement
of all Bonds then Outstanding. As permitted by the Resolution, the Agency has elected to utilize an insurance
policy (the “Reserve Fund Policy”), to be issued by the Insurer, to satisfy the Reserve Requirement. See
“SECURITY FOR THE SERIES 2007 BONDS - Reserve Account,” “BOND INSURANCE” and
APPENDIX G — “FORM OF BOND INSURANCE POLICY™ herein.

This Official Statement makes reference to the Resolution and certain other documents. Such
references do not purport to be complete, comprehensive or definitive and are qualified in their entirety by
reference to each such document. Capitalized terms used in this Official Statement and not defined elsewhere
here have the meaning given such terms in the Resolution. See APPENDIX D — “SUMMARY OF CERTAIN
PROVISIONS OF THE RESOLUTION — Definitions of Certain Terms” hereto.

THE SERIES 2007 BONDS
Authority for Issuance of the Series 2007 Bonds

The Series 2007 Bonds are being issued by the Agency pursuant to the Act and the terms of the
Resolution.

Description of the Series 2007 Bonds

The Series 2007 Bonds shall be dated the date of delivery, shall be issued in fully registered form in
denominations of five thousand dollars (85,000) or any integral multiple of five thousand dollars ($5,000), and
shall mature on the dates and in the principal amounts as set forth in the inside cover page and shall bear
interest from the date of delivery payable on April 1, 2008 and semiannually thereafter on April 1 and October
1 in each vear, at the rates as set forth on the inside cover page.

The Series 2007 Bonds will be 1ssued in book-entry form only and, when delivered, will be registered
in the name of Cede & Co. as nominee of The Depository Trust Company, New York, New York (“DTC™),
which will act as securities depository for the Series 2007 Bonds. For so long as Cede & Co., as nominee of
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DTC, is registered owner of the Series 2007 Bonds, payments of the principal of, premium, if any, and interest
on the Series 2007 Bonds will be made directly to DTC. Disbursement of such payment to the DTC
Participants is the responsibility of the DTC Participants and the Indirect Participants, each such term as

defined in Appendix C hereto. See APPENDIX C — “DTC AND THE BOOK-ENTRY ONLY SYSTEM”
hereto.

Redemption of Series 2007 Bonds

Optional Redemption. The Series 2007A Bonds maturing by their terms on or after October 1, 2018,
are subject to optional redemption by the Agency prior to their respective maturity dates as a whole or in part
on any date on or after October 1, 2017, from funds derived by the Agency from any source other than money
on deposit in the Prepayment Fund, upon mailed notice as provided in the Resolution, at a redemption price

equal to 100% of the principal amount of the Series 2007A Bonds to be redeemed, together with accrued
interest thereon to the date fixed for redemption.

The Series 2007B Bonds are not subject to optional redemption prior to maturity.

Mandatory Sinking Fund Redemption. The Series 2007A Bonds maturing on October 1, 2032, are
subject to mandatory redemption by the Agency prior to their maturity date in part on October 1 of each year
in the amounts set forth in the following table, solely from Sinking Fund Account Payments deposited in the
Series 2007A Sinking Fund Subaccount, upon mailed notice as provided herein, at the principal amount
thereof together with accrued interest thereon to the date fixed for redemption.

Redemption Date Amount
(October 1)
2028 $3,475,000
2029 3,655,000
2030 3,840,000
2031 4,035,000
2032 4,245,000

TMaturity

The Series 2007A Bonds maturing on QOctober 1, 2037, are subject to mandatory redemption by the
Agency prior to their maturity date in part on October 1 of each year in the amounts set forth in the following
table, solely from Sinking Fund Account Payments deposited in the Series 2007A Sinking Fund Subaccount,

upon mailed notice as provided herein, at the principal amount thereof together with accrued interest thereon to
the date fixed for redemption.

Redemption Date Amount
(October 1)
2033 $4,460,000
2034 4,690,000
2035 4,930,000
2036 5,185,000
2037' 5,450,000

"Maturity

Selection of Bonds for Redemption. If less than all the Outstanding Bonds of any Series of Bonds are
to be redeemed at the option of the Agency at any one time, the principal amount of the Bonds of such Series
of Bonds of each maturity date or dates to be redeemed shall be selected by the Agency so that the relative
principal amounts of each maturity of the Outstanding Bonds of such Series of Bonds prior to such redemption
are equivalent, as nearly as practicable, to the relative principal amounts of each maturity of the Outstanding
Bonds of such Series of Bonds after such redemption, and if less than all the Qutstanding Bonds of any Series
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of Bonds of any one maturity date are to be redeemed at any one time, the Treasurer shall select the Bonds of
such Series of Bonds or the portions thereof of such maturity date to be redeemed in integral multiples of five
thousand dollars ($5,000) by lot in any manner that such officer deems appropriate and fair.

Notice of Redemption of Bonds. The Treasurer shall mail a notice of redemption to the respective
Holders of all Series 2007 Bonds selected for redemption in whole or in part and to all securities depositories
and securities information services selected by the Agency to comply with custom or the rules of any securities
exchange or commission or brokerage board or otherwise as may be determined by the Agency in its sole
discretion.

Effect of Redemption of Bonds. If notice of redemption has been duly given as provided in the
Resolution and money for the payment of the principal of and redemption premiums, if any, on, together with
interest to the date fixed for redemption on, the Series 2007 Bonds or portions thereof so called for redemption
1s held by the Treasurer, then on the date fixed for redemption designated in such redemption notice such
Series 2007 Bonds or such portions thereof shall become due and payable, and from and after the date so
designated interest on the Series 2007 Bonds or such portions thereof so called for redemption shall cease to
accrue and the Holders of such Series 2007 Bonds shall have no rights in respect thereof except to receive
pavment from the money held by the Treasurer for that purpose of the principal or such portions thereof and
the redemption premiums, if any, thereon and the interest accrued thereon to the date fixed for redemption.

PLAN OF FINANCING
Refunding of Series 2005 Bonds

The Agency will apply a portion of the proceeds of the sale of the Series 2007 Bonds, together with
other available moneys, to establish an irrevocable escrow fund to advance refund and defease all of the Series
2005 Bonds, as described below. The proceeds of the Series 2005 Bonds were used to refund the Agency’s
North Area Local Project Capital Assessment District No. 2 Bonds, Series 1995 and North Area Local Project
Capital Assessment District No. 2 Subordinated Series 1996 Bonds, which were initially issued to finance
certain facilities within the Agency’s North Area Local Project Capital Assessment District No. 2. The Series
2005 Bonds consist of the following:



Sacramento Area Flood Control Agency
North Area Local Project Capital Assessment District No. 2 Bonds, Series 2005

M aturity or
M aturity Date Redemption Date Redemption cUSIP
(October 1) Par Amount Interest Rate (October 1) Price No. 7858407

2007 $1.115,000 5.00% 2007 N/A CCl1

2008 1,170,000 5.00 2008 N/A CcDe9
2009 1,225,000 5.00 2009 N/A CE7
2010 1,290,000 5.00 2010 N/A CF4
2011 1,350,000 5.00 2011 N/A CG2
2012 1,420,000 5.00 2012 N/A CHO
2013 1,485,000 5.00 2013 N/A CJe

2014 1,570,000 5.00 2014 N/A CK3
2015 1,645,000 5.00 2015 N/A CL1

2016 1,725,000 5.00 2015 100% CM9
2017 1,810,000 5.00 2015 100% CN7
2018 1,895,000 5.00 2015 100% CP2
2019 1,995,000 5.00 2015 100% cQO
2020 2,095,000 5.00 2015 100% CRS8
2021 2,200,000 5.00 2015 100% C36
2022 2,305,000 5.00 2015 100% CT4
2023 2,425,000 5.00 2015 100% Cul
2024 2,545,000 5.00 2015 100% cve
2025 2,655,000 5.00 2015 100% CW7

TOTAL $33,920,000

Upon the issuance and delivery of the Series 2007 Bonds, a portion of the proceeds thereof shall be
applied to the purchase of certain direct obligations of the United States of America which, together with other
available moneys, will satisfy the debt service payment obligations with respect to the Series 2005 Bonds until
their maturity or redemption date. These direct obligations shall be deposited in an escrow account held by
Union Bank of California, N.A., as escrow agent for the Series 2005 Bonds (the “Escrow Agent”) under an
escrow agreement, dated as of June 1, 2007 (the “Escrow Agreement”), that will require the Escrow Agent to
apply the principal of, and interest on such obligations, together with other moneys held by the Escrow Agent,
to the payment of principal of and interest on the Series 2005 Bonds when due and redemption of the
remaining Series 2005 Bonds on the redemption date of October 1, 2015 at the redemption price specified in
the table above.

The obligations of the United States of America so deposited with the Escrow Agent in the escrow
account will bear interest at such rates and will be scheduled to mature at such times and in such amounts that,
when paid in accordance with their terms together with any other funds held by the Escrow Agent under the
Escrow Agreement, sufficient moneys will be available to pay principal of and interest on the Series 2005
Bonds when due and to redeem the remaining Series 2005 Bonds on the redemption date at the redemption
price specified in the table above. For information on mathematical verification for the sufficiency of
scheduled payments with respect to such obligations of the United States of America and other funds held by
the Escrow Agent to make such payments, see “VERIFICATION OF MATHEMATICAL
COMPUTATIONS” herein. Upon such irrevocable deposit with the Escrow Agent the Series 2005 Bonds will
be defeased and will no longer be entitled to the pledge of and charge and lien upon the Consolidated Capital
Assessments under the resolution pursuant to which the Series 2005 Bonds were issued. Until the Series 2005
Bonds are defeased, the Series 2005 Bonds are secured by a pledge of the Consolidated Capital Assessments.
Amounts held by the Escrow Agent pursuant to the Escrow Agreement will not be available for payment of
debt service on the Series 2007 Bonds.

T CUSIP numbers are provided for reference only. The Agency, the Financial Adviser and the Underwriters do not assume any
responsibility for the accuracy of such numbers.
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Prepayment of the 2006 Notes

The Agency will apply a portion of the proceeds of the sale of the Series 2007 Bonds to prepay the
2006 Notes in full on the date of issuance of the Series 2007 Bonds. The proceeds of the 2006 Notes were used
to finance (1) the costs of evaluating and designing improvements to the certain levees protecting portions or
the area within the Agency boundaries; (2) a portion of the costs of emergency repairs to certain portions of the
east levee of the Sacramento River in the vicinity of Reclamation District 1000°s Prichard Lake pumping
facility and other Sacramento area flood system improvements; and (3) the costs of forming the District.

The 2007 Project

The Agency will apply a portion of the proceeds of the sale of the Series 2007 Bonds, together with
other available moneys, to pay a portion of the costs of the 2007 Project. See “THE DISTRICT — The 2007
Project” herein.

ESTIMATED SOURCES AND USES OF BOND PROCEEDS
The estimated sources and uses of funds with respect to the Series 2007 Bonds are set forth below:

Estimated Sources of Funds

Par amount of the Series 2007 Bonds $87.130,000.00
Net Original Issue Premium 2.429,795.25
Prior funds and accounts related to Series 2005 Bonds 1.963,000.00
Total Estimated Sources $91,522,795.25
Estimated Uses of Funds
Deposit into the Acquisition and Construction Fund® $45,543,800.59
Deposit into the Escrow Account 34,996,707.32
Prepayment of 2006 Notes 10,463,541.68
Underwriting Discount 518.745.66
Total Estimated Uses $91,522.,795.25

W Includes costs of issuance, including rating agency, legal, financial advisory, Insurance Policy premium, Reserve Fund Policy
premium, printing, and other costs of issuance.

SECURITY FOR THE SERIES 2007 BONDS
Consolidated Capital Assessments

The Series 2007 Bonds are pavable from and secured by the moneys in the Consolidated Capital
Assessment Fund, from the annual Consolidated Capital Assessments to be levied on parcels of property in the
District. Principal of and interest on the Series 2007 Bonds are secured exclusively by the Consolidated Capital
Assessments on deposit in the Consolidated Capital Assessment Fund, as described herein.

The Resolution provides that, as security for the pavment of the principal of, premium, if any, and
interest on the Bonds, the Agency irrevocably pledges to the Treasurer for the benefit of the Holders the
Consolidated Capital Assessment Fund and all of the Consolidated Capital Assessments, subject to the
provisions of the Resolution permitting the application thereof for the purposes and on the terms and
conditions set forth in the Resclution. The Resolution provides that the collateral specified therein shall
immediately be subject to the pledge set forth in the Resolution, and the pledge shall constitute a lien and
security interest which shall immediately attach to the collateral and be effective, binding and enforceable
against the Agency and all others asserting rights therein, to the extent set forth, and in accordance with the
Resolution irrespective of whether those parties have notice of the pledge and without the need for any
physical delivery, recordation, filing, or further act.



NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE AGENCY OR
ANY MEMBER THEREOF OR THE STATE OF CALIFORNIA OR ANY POLITICAL
SUBDIVISION THEREOF IS PLEDGED TO THE PAYMENT OF THE SERIES 2007 BONDS.
EXCEPT FOR THE CONSOLIDATED CAPITAL ASSESSMENTS, NO TAXES OR ASSESSMENTS
ARE PLEDGED TO THE PAYMENT OF THE SERIES 2007 BONDS. THE SERIES 2007 BONDS
ARE NOT GENERAL OBLIGATION BONDS OF THE AGENCY NOR ANY MEMBER THEREOF,
BUT ARE LIMITED OBLIGATIONS OF THE AGENCY PAYABLE SOLELY FROM THE
CONSOLIDATED CAPITAL ASSESSMENTS, AS MORE FULLY DESCRIBED HEREIN.

Although the annual Consolidated Capital Assessments constitute liens on the lots and parcels
assessed, they do not constitute a personal indebtedness of the respective owners of said lots and parcels.
Furthermore, there can be no assurance as to the ability or the willingness of such owners to pay the
Consolidated Capital Assessments. See “THE DISTRICT — Payment of Consolidated Capital Assessments”
herein.

The Consolidated Capital Assessments are to be deposited into the Conseclidated Capital Assessment
Fund which will be held by the Treasurer and used to pay the principal of and interest on the Bonds as they
become due.

In order to make provision for the collection of the Consolidated Capital Assessments in amounts
which the Agency estimates will be sufficient to pay principal of and interest on Bonds, the Agency has agreed
to levy in each year the Bonds are Outstanding, Consolidated Capital Assessments in the amounts as described
herein under the caption “Covenant to Levy Consolidated Capital Assessments.”

Reserve Account

The Reserve Account will be established within the Consolidated Capital Assessment Fund held
pursuant to the Resolution in an amount equal to the Required Reserve in order to secure the payment of
principal of and interest on Bonds. If on any interest payment date with respect to any Bonds (including the
Series 2007 Bonds) the amounts on deposit to pay the principal of and interest due on any Bonds (including
the Series 2007 Bonds) are insufficient therefor, amounts in the Reserve Account shall be applied to make up
such deficiencies. To the extent additional Bonds are issued, the amounts in the Reserve Account would have
to be increased to the Required Reserve after taking such additional Bonds into account. “Required Reserve”
means, as of any date of determination, the least of (i} 10% of the initial offering price to the public of the
Bonds (as determined under the Code (as defined in the Resclution)), or (11) the Maximum Annual Debt
Service on the Bonds, or (iii) 125% of the average annual Debt Service on the Bonds during the period
beginning with the then current Fiscal Year and ending with the Fiscal Year in which the last outstanding
Bonds mature by their terms, but not greater than the maximum amount permitted to be held in the Reserve
Account pursuant to the Code. Upon prior notification to each of the Rating Agencies, the Required Reserve,
or any portion thereof, may be provided by one or more policies of municipal bond insurance or surety bonds
1ssued by a municipal bond insurer or by a letter of credit issued by a bank, the obligations insured by which
insurer or issued by which bank, as the case may be, have ratings at the time of issuance of such policy or
surety bond or letter of credit equal to the highest rating assigned by each of the Rating Agencies. The Agency
has elected to utilize the Reserve Fund Policy to satisfy the Reserve Requirement. See “BOND INSURANCE”
and APPENDIX D - “SUMMARY OF CERTAIN PROVISIONS OF THE RESOLUTION” hereto.

Covenant to Levy Consolidated Capital Assessments

The Agency has covenanted that, so long as any Bonds (as defined herein) are outstanding, it will
annually levy in each Fiscal Year, through Fiscal Year 2036-2037, the Consolidated Capital Assessments
against all Assessable Land (as defined in the Resolution) in the District at not to exceed the maximum rates
specified in the Final Engineer’s Report, using the method for apportioning such Consolidated Capital
Assessments provided in the Final Engineer’s Report, and make provision for the collection of the
Consolidated Capital Assessments in amounts which the Agency estimates will be sufficient, after making
reasonable allowances for contingencies and errors in the estimates, to yield Consolidated Capital Assessments
Available for Debt Service (as defined in the Resolution) equal to at least one hundred ten percent (110%) of
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the Annual Debt Service for such Fiscal Year; provided, that failure to provide sufficient money for the
foregoing purposes in any Fiscal Year shall not constitute a default under the Resolution so long as the
Consolidated Capital Assessments in such Fiscal Year are levied at the maximum rates specified in the Final
Engineer’s Report, using the method for apportioning such Consolidated Capital Assessments provided in the
Final Engineer’s Report.

For purposes of the Resolution, “Consolidated Capital Assessments Available for Debt Service”
means, for any period of calculation, (1) the Consolidated Capital Assessments levied and collected on all
Privately Owned Assessable Land and (2) the Consolidated Capital Assessments on all Governmentally-
Owned Assessable Land transferred from the Prepayment Fund to the Consolidated Capital Assessment Fund;
provided, however that amounts described in clause (2) shall only be included in the definition of
“Consolidated Capital Assessments Available for Debt Service” to the extent that the Consolidated Capital
Assessments prepaid with respect to such Governmentally-Owned Assessable Land have been prepaid in full
for the entire term that any such Consolidated Capital Assessments may be levied pursuant to the Act.

See “THE DISTRICT - Consolidated Capital Assessments” herein for a more detailed description of
the Consolidated Capital Assessments and the method of apportionment and assessment thereof.

Covenant to Foreclose Against Privately Owned Assessable Land

The Agency will annually on or before September 1 of each year review the public records of the
County of Sacramento and the County of Sutter relating to the collection of the Consolidated Capital
Assessments in order to determine the amount of the Consolidated Capital Assessments collected in the prior
Fiscal Year in respect of Privately Owned Assessable Land (as defined in the Resolution), and if Privately
Owned Assessable Land owned by any single property owner in the District is delinquent by more than ten
thousand dollars ($10,000) with respect to the Consolidated Capital Assessments due and payable by such
property owner by such delinquency date, then the Agency will by December 31 institute, prosecute and
pursue foreclosure proceedings as authorized by the Act in order to enforce the lien of such delinquent
installments. Furthermore, if the Agency determines on the basis of such review that the total amount so
collected in respect of Privately Owned Assessable Land is less than nminety-five percent (95%) of the total
amount of the Consolidated Capital Assessments levied on Privately Owned Assessable Land in such Fiscal
Year, it will promptly commence collection proceedings to collect all such delinquent installments of the
Consolidated Capital Assessments as follows:

A With respect to any such delinquent installments in excess of five hundred dollars ($500) not
collected by the next succeeding December 1, it will promptly institute foreclosure
proceedings as authorized by the Agency Act in order to enforce the lien of such delinquent
installments in excess of five hundred dollars ($500) against each separate lot or parcel of
land in the District and will diligently prosecute and pursue such foreclosure proceedings.

B. With respect to each delinquent assessment of less than five hundred dollars ($500) but more
than two hundred dollars (3200) not collected by the next succeeding July 1, it will promptly
institute and diligently pursue foreclosure proceedings in order to enforce the lien of the
delinquent assessment.

C. All delinquent Consolidated Capital Assessments of two hundred dollars ($200) or less will
be collected with and in the same manner as delinquent general taxes on real property of the
County of Sacramento.

No assurance can be given that the real property subject to sale or foreclosure will be sold, or if sold,
that the proceeds of sale will be sufficient to pay any delinquent installments.

Under current law, a judgment debtor (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 1s sold, his only remedy is an action to set aside the sale if the purchaser at the sale is the judgment
creditor, which must be brought within 90 days of the date of sale. If, as a result of such an action, a
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foreclosure sale is set aside, the judgment of the judgment creditor is revived, the judgment creditor is entitled
to interest on the revived judgment and any liens extinguished by the sale are revived as if the sale had not
been made (Section 701.680 of the California Code of Civil Procedure).

Covenant to Seek Enforcement of Consolidated Capital Assessment Liens on Governmentally-Owned
Assessable Land

In addition, the Resolution provides that the Agency will annually on or before September 1 of each
vear review its own records and the public records of the County of Sacramento and of the County of Sutter
relating to the collection of the Consolidated Capital Assessments in order to determine the amount of the
Consolidated Capital Assessments collected in the prior Fiscal Year in respect of Governmentally-Owned
Assessable Land (as defined in the Resolution), and if property owned by any single governmental entity
{(whether local, state or federal) in the District is delinquent by more than ten thousand dollars ($10,000) with
respect to the Consolidated Capital Assessments due and payable by such governmental entity by that date,
then the Agency will by December 31, unless prohibited by an order of a court of competent jurisdiction (or
unless the Agency, after consultation with counsel, determines, in good faith, in any particular instance, that it
lacks the legal power to enforce the delinquent assessment), institute and then prosecute and pursue judicial
proceedings to seek enforcement and collection of such delinquent Consolidated Capital Assessments. See
“CERTAIN RISK FACTORS - Limitations on the Ability of the Agency to Collect Consolidated Capital
Assessments Imposed with Respect to Governmentally-Owned Assessable Land”.

Flow of Funds

The Resolution provides that the Consolidated Capital Assessments, when and as received, will be
deposited by the Agency with the Treasurer in the “Sacramento Area Flood Control Agency Consolidated
Capital Assessment District Consolidated Capital Assessment Fund”.

All money in the Consolidated Capital Assessment Fund shall be set aside by the Treasurer in the
following respective funds or accounts in the following order of priority:

Redemption Account. Each year, when and as money 1s deposited in the Consolidated Capital
Assessment Fund as provided in the Resolution, the Treasurer shall, from the money in the Consolidated
Capital Assessment Fund, transfer to and deposit in the Redemption Account an amount of money equal to the
aggregate amount of interest becoming due and payable on all Outstanding Bonds on or before the first (1st)
day of the next succeeding October, beginning with October 1, 2008, the Treasurer shall then, from the
remaining money in the Consolidated Capital Assessment Fund, transfer to and deposit in the Redemption
Account an amount of money equal to the aggregate amount of principal becoming due and payable on all
Outstanding Serial Bonds on or before such date plus the aggregate amount of all Sinking Fund Account
Pavments required to be made on or before that date into all Sinking Fund Subaccounts for all Cutstanding
Term Bonds.

All money in the Redemption Account shall be used and withdrawn by the Treasurer to pay the
interest on the Bonds as they shall become due and payable (including accrued interest on any Bonds
purchased or redeemed prior to maturity) plus the principal of the Bonds as they shall mature or upon the
mandatory redemption thereof, except that any money in any Sinking Fund Subaccount shall be used only to
purchase or redeem or retire the Term Bonds for which such Sinking Fund Subaccount was created as provided
in the Resolution or in any Supplemental Resolution.

Reserve Account. Once all deposits to the Redemption Account described above have been made, the
Treasurer shall then, from the remaining money in the Consolidated Capital Assessment Fund, transfer to and
deposit in the Reserve Account such amount of money as shall be required to restore the Reserve Account to a
sum equal to the Required Reserve.

All money in the Reserve Account shall be used by the Treasurer solely for the purpose of paying the
interest on or principal of the Bonds in the event there is insufficient money in the Redemption Account
available for this purpose or for the retirement of all Bonds then Outstanding.
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Consolidated Capital Assessment District Capital Outlay, Operations and Maintenance Fund. Once
all deposits to the Redemption Account described above have been made and all deposits to the Reserve
Account described above have been made, the Treasurer shall transfer to and deposit in the Consolidated
Capital Assessment District Capital Outlay, Operations and Maintenance Fund all then remaining money in the
Consolidated Capital Assessment Fund. The Resolution requires the Treasurer to establish and maintain the
Consolidated Capital Assessment District Capital Outlay, Operations and Maintenance Fund for at least so
long as any Bonds are Qutstanding under the Resolution. Amounts in the Consclidated Capital Assessment
District Capital Qutlay, Operations and Maintenance Fund shall be free of the trust, pledge, lien and
encumbrance of the Resolution, and shall be used by the Agency for any lawful purpose in accordance with the
Act; provided, that the Treasurer shall not deposit any money in the Consolidated Capital Assessment District
Capital Outlay, Operations and Maintenance Fund if and when the Agency is in default under the Resolution.

Prepavment Fund

The Agency agrees and covenants in the Resolution that all proceeds from prepayments of the
Consolidated Capital Assessments, if and when permitted under the Act and when and as received by the
Agency, will be deposited by it with the Treasurer in the “Sacramento Area Flood Control Agency
Consolidated Capital Assessment District Bonds Prepayment Fund” (the “Prepayment Fund™), which fund the
Treasurer shall establish and maintain so long as any Bonds shall be Outstanding. All money in the
Prepayment Fund shall be held by the Treasurer in trust under the Resolution and shall be disbursed, allocated
and applied solely to purchase direct obligations of the United States of America or obligations the payment of
the interest on and principal of which is guaranteed by a pledge of the full faith and credit of the United States
of America, provided, that (i) such investments shall not be at a yield greater than the yield on the Tax-Exempt
Bonds (as defined in the Resolution), and (ii) the obligations so purchased shall mature on or prior to the date
upon which the proceeds thereof are needed, and shall be in amounts (together with other moneys available
therefor) sufficient to pay the maximum Consolidated Capital Assessments pavable with respect to the
properties to which such prepayment relates on the dates such Consolidated Capital Assessments would
otherwise be payable. All receipts under any such investments shall be deposited in the Consolidated Capital
Assessment Fund as and when received; provided, that the Agency agrees and in the Resolution covenants that
it will not permit any prepayment of the Consolidated Capital Assessments and the purchase of any obligations
as provided in the Resolution unless it shall have first obtained and filed with the Treasurer an opinion of an
independent municipal financing consultant that the purchase and use of any such obligations to satisfy the
requirement of the Agency to pay Debt Service will not have an adverse effect on the security for the Bonds.

Investment of Funds

All moneys in the funds and accounts created pursuant to the Resoclution shall be invested in Permitted
Investments, as provided in the Resolution. Permitted Investments include investments in the Sacramento
County Pooled Investment Fund (the “County Pool™), which is managed by the Director of Finance.

The County Pool is governed by the Sacramento County Investment Policy for Pooled Investment
Funds (the “Investment Policy™) as authorized by Sections 53601 et seq. and 53635 et seq. of the Government
Code of Califorma (the “California Government Code™) which the Director of Finance annually renders to the
Board of Supervisors. The Board of Supervisors review and approve the Investment Policy at a public
meeting. This policy defines investible funds, authorized instruments, credit quality required, maximum
maturities and concentrations and collateral requirements, and provides the approved credit standards,
investment objectives and specific constraints of the portfolios managed. The Investment Policy also
authorizes the establishment and periodic review of investment guidelines, which provide specific guidance to
the portfolio managers. These investment guidelines are fully consistent with and subordinate to the
Investment Policy.

Authorized investments are required to match the general categories established by Sections 53601 et
seq., 33635 et seq., and 16429.1 et seq. of the California Government Code; including the specific categories
of financial futures and financial options established by California Government Code Section 53601.1. No
investments are authorized having the possibility of returning a zero or negative investment yield when held to
term. The County Pool is currently invested in a diversified portfolio of high-quality securities, including U.S.
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Treasury notes and bills (“U.5. Treasuries™), U.5. agency securities (“Government Agencies”), commercial
paper, certificates of deposit, money market funds, time deposits and repurchase agreements. Approximately
2% of pool assets are invested in the County’s Teeter Plan note program, which has a final maturity of five
years. Additionally up to $40 million of the assets of the County Pool are invested in the Local Agency
Investment Fund (“LLAIF™), the Califorma State investment pool. LAIF is a diversified investment pool, with
an average maturity of approximately one year, offering participants daily liquidity.

The Investment Policy currently provides the following: (1) the maximum maturity of any investment
will be five years and the dollar weighted average maturity of all securities will be equal to or less than three
vears; (2) no more than 80% of the portfolio may be invested in issues other than United States Treasuries and
Government Agencies, and no more than 10% of the portfolio, except United States Treasuries and
Government Agencies, may be invested in the securities of a single issuer including its related entities, (3)
repurchase agreements are authorized in a maximum maturity not exceeding one vear; (4) reverse repurchase
agreements are authorized in a maximum maturity of 92 days, and the proceeds of a reverse repurchase
agreement may not be invested beyond the expiration of the agreement; and (5) repurchase agreements must be
collateralized with either (a) United States Treasuries and Government Agencies with a market value of 102%
for collateral maturing between one day to five years, marked to market daily, or (b) money market
instruments which are on the approved list for the County and which meet the qualifications of the Investment
Policy, with a market value of 102%. Use of mortgage-backed securities for collateral is not permitted, for the
purpose of investing the daily excess bank balance, the collateral provided by the County’s depository bank
can be U.S. Treasuries, Government Agencies valued at 110% or mortgage-backed securities valued at 150%.

Investments within the County Pool are reviewed on a monthly basis by an internal Investment
Review Group, which consists of the Director of Finance and his designees. The Investment Review Group
audits and reviews the investments to ensure compliance with the government code and the Investment Policy.
Additionally, an internal Investment Group, consisting of the Director of Finance and his designees, reviews
the strategies and investment guidelines in relation to the changing financial markets and maintains certain
approved lists under the Investment Policy. In both the cases of the Investment Review Group and the
Investment Group, the role of the designees is advisory except where specifically authorized by the Director of
Finance. Each quarter, a ten-member Treasury Oversight Committee monitors the investment activities by
reviewing the portfolio report produced by the Department of Finance Treasury Division. This report validates
the compliance of all investment activities to the established parameters and monitoring guidelines.

The Investment Policy may be changed at any time at the discretion of the Board of Supervisors
{subject to the state law provisions relating to authorized investments) and as the California Government Code
1s amended. There can be no assurance, therefore, that state law and/or the Investment Policy will not be
amended in the future to allow for investments which are currently not permitted under such state law or the
Investment Policy, or that the objectives of the County with respect to investments will not change.

Proceeds of the Series 2007 Bonds are separately invested, with only small residual balances deposited
in the County Pool.

Additional Bonds

Additional Bonds may be issued by the Agency payable from the Consolidated Capital Assessments
on a parity with the Series 2007 Bonds under the Resolution, subject to the conditions specified in the
Resolution, including the following:

(1 The Consolidated Capital Assessments Available for Debt Service for the most
recently completed Fiscal Year for which audited financial statements are available, as shown by a
certificate of the Agency on file with the Treasurer, are equal to at least one hundred ten percent
(110%) of the Maximum Annual Debt Service on all Bonds to be Qutstanding after the issuance of
such Series of Bonds; or

(2) The Consolidated Capital Assessments Available for Debt Service that (1) are
expected to be collected during the current Fiscal Year or (i1) were collected during the immediately
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preceding Fiscal Year or (iii) are expected to be collected during the next succeeding Fiscal Year, in
each case as shown by a Certificate of the Agency on file with the Treasurer, are equal to at least one
hundred ten percent (110%) of Maximum Annual Debt Service on all Bonds to be Outstanding after
the 1ssuance of such Series of Bonds.

See APPENDIX D — “SUMMARY OF CERTAIN PROVISIONS OF THE RESOLUTION -
Conditions for the Issuance of Additional Bonds™ hereto for a description of the provisions of the Resolution
governing the issuance of such additional Bonds.

Nothing contained in the Resolution shall limit the issuance of any Series of Bonds payable from the
Consolidated Capital Assessments as provided in the Resolution for the purpose of refunding any Outstanding
Bonds if the Debt Service (as defined in the Resolution) in the current and each succeeding Fiscal Year is not
increased by reason of the issuance of such Series of Bonds, and provided further, that nothing contained in the
Resolution shall limit the issuance of any bonds of the Agency payable from the Consolidated Capital
Assessments as provided in the Resolution if after the issuance and delivery of such bonds none of the Bonds
theretofore issued under the Resolution will be QOutstanding and nothing contained in the Resolution shall limit
the ability of the Agency to issue or incur bonds or other obligations that are secured by a pledge, lien or other
encumbrance on Consolidated Capital Assessments on deposit in the Consolidated Capital Assessment District
Capital Outlay, Operations and Maintenance Fund so long as that pledge, lien or encumbrance is subordinate
to the pledge, lien and encumbrance on Consolidated Capital Assessments that secures the Bonds.

The Agency contemplates the issuance of additional Series of Bonds in 2008, 2011, and 2014. See
“THE DISTRICT — The 2007 Project” and Table 5 — “Projected Debt Service Coverage” herein.
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Debt Service Schedule

Following 1s a debt service schedule for the Series 2007 Bonds.

Debt Service Schedule

Fiscal Year Ending Series 2007A Bonds Series 2007B Bonds
June 30 Principal Interest™ Principal Interest Total
2008 - $3,110,612.85 - $175,802.53 $3,286,415.38
2009 - 4,072,075.00 $1,265,000 195,290.75 5,532,365.75
2010 - 4,072,075.00 1,400,000 121,520.00 5,593,595.00
2011 - 4,072,075.00 1,475,000 41,300.00 5,588,375.00
2012 $1,545,000 4,041,175.00 - - 5,586,175.00
2013 1,610,000 3,978,075.00 - - 5,588,075.00
2014 1,675,000 3,912,375.00 - - 5,587,375.00
2015 1,745,000 3,843,975.00 - - 5,588,975.00
2016 1,825,000 3,763,450.00 - - 5,588.,450.00
2017 1,915,000 3,669,950.00 - - 5,584,950.00
2018 2,015,000 3,571,700.00 - - 5,586,700.00
2019 2,120,000 3,468,325.00 - - 5,588,325.00
2020 2,225,000 3,359,700.00 - - 5,584,700.00
2021 2,335,000 3,251,537.50 - - 5,586,537.50
2022 2,450,000 3,137,750.00 - - 5,587,750.00
2023 2,575,000 3,012,125.00 - - 5,587,125.00
2024 2,705,000 2,880,125.00 - - 5,585,125.00
2025 2,845,000 2,741,375.00 - - 5,586,375.00
2026 2,990,000 2,595,500.00 - - 5,585,500.00
2027 3,145,000 2,442,125.00 - - 5,587,125.00
2028 3,305,000 2,280,875.00 - - 5,585,875.00
2029 3,475,000 2,111,375.00 - - 5,586,375.00
2030 3,655,000 1,933,125.00 - - 5,588,125.00
2031 3,840,000 1,745,750.00 - - 5,585,750.00
2032 4,035,000 1,548,875.00 - - 5,583,875.00
2033 4,245,000 1,341,875.00 - - 5,586,875.00
2034 4,460,000 1,124,250.00 - - 5,584,250.00
2035 4,690,000 895,500.00 - - 5,585,500.00
2036 4,930,000 655,000.00 - - 3,585,000.00
2037 5,185,000 402,125.00 - - 5,587,125.00
2038 5,450,000 136,250.00 - - 5,586,250.00
Totals $82.990,000  $83,171.100.35 $4,140,000 $533,913.28 $170,835,013.63
BOND INSURANCE

The Insurer has supplied the following information for inclusion in this Official Statement. No
representation is made by the issuer or the underwriter as to the accuracy or completeness of this
information.

Payments Under the Policy

Concurrently with the issuance of the Series 2007 Bonds, Financial Guaranty Insurance Company,
doing business in California as FGIC Insurance Company (“Financial Guaranty” or the “Insurer”) will issue its
Municipal Bond New Issue Insurance Policy for the Series 2007 Bonds (the “Policy™). The Policy
unconditionally guarantees the payment of that portion of the principal of and interest on the Series 2007
Bonds which has become due for payment, but shall be unpaid by reason of nonpayment by the Agency.
Financial Guaranty will make such payments to U.S. Bank Trust National Association, or its successor as its
agent (the “Fiscal Agent™), on the later of the date on which such principal or interest (as applicable) is due or
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on the business day next following the day on which Financial Guaranty shall have received notice (in
accordance with the terms of the Policy) from an owner of Bonds or the trustee or paying agent (if any) of the
nonpayment of such amount by the Agency. The Fiscal Agent will disburse such amount due on any Series
2007 Bond to its owner upon receipt by the Fiscal Agent of evidence satisfactory to the Fiscal Agent of the
owner’s right to receive payment of the principal or interest (as applicable) due for payment and evidence,
including any appropriate instruments of assignment, that all of such owner’s rights to payment of such
principal or interest (as applicable) shall be vested in Financial Guaranty. The term “nonpayment” in respect
of a Series 2007 Bond includes any payment of principal or interest (as applicable) made to an owner of a
Series 2007 Bond which has been recovered from such owner pursuant to the United States Bankruptcy Code
by a trustee in bankruptcy in accordance with a final, nonappealable order of a court having competent
jurisdiction.

Once issued, the Policy is non-cancellable by Financial Guaranty. The Policy covers failure to pay
principal of the Series 2007 Bonds on their stated maturity dates and their mandatory sinking fund redemption
dates, and not on any other date on which the Series 2007 Bonds may have been otherwise called for
redemption, accelerated or advanced in maturity. The Policy also covers the failure to pay interest on the
stated date for its payment. In the event that payment of the Series 2007 Bonds is accelerated, Financial
Guaranty will only be obligated to pay principal and interest in the originally scheduled amounts on the
originally scheduled payment dates. Upon such payment, Financial Guaranty will become the owner of the
Bond, appurtenant coupon or right to payment of principal or interest on such Series 2007 Bond and will be
fully subrogated to all of the Bondholder’s rights thereunder.

The Policy does not insure any risk other than Nonpayment by the Agency, as defined in the Policy.
Specifically, the Policy does not cover: (1) payment on acceleration, as a result of a call for redemption (other
than mandatory sinking fund redemption) or as a result of any other advancement of maturity; (ii) payment of
any redemption, prepayment or acceleration premium; or (111} nonpayment of principal or interest caused by
the insolvency or negligence or any other act or omission of the trustee or paying agent, if any.

As a condition of its commitment to insure Bonds, Financial Guaranty may be granted certain rights
under the Series 2007 Bond documentation. The specific rights, if any, granted to Financial Guaranty in
connection with its insurance of the Series 2007 Bonds may be set forth in the description of the principal legal
documents appearing elsewhere in this Official Statement, and reference should be made thereto.

The Policy 1s not covered by the Property/Casualty Insurance Security Fund specified in Article 76 of
the New York Insurance Law.

The Policy is not covered by the California Insurance Guaranty Association (California Insurance
Code, Article 14.2).

The Reserve Fund Policy

Concurrently with the issuance of the Series 2007 Bonds, Financial Guaranty will issue its Municipal
Series 2007 Bond Debt Service Reserve Fund Policy (the “Reserve Fund Policy™). The Reserve Fund Policy
unconditionally guarantees the payment of that portion of the principal or accreted value (if applicable) of and
interest on the Series 2007 Bonds which has become due for payment, but shall be unpaid by reason of
nonpayment by the Issuer, provided that the aggregate amount paid under the Reserve Fund Policy may not
exceed the maximum amount set forth in the Reserve Fund Policy, $ 5,593,595 Financial Guaranty will make
such payments to the Treasurer on the later of the date on which such principal and interest is due or on the
business day next following the day on which Financial Guaranty shall have received telephonic or telegraphic
notice subsequently confirmed in writing or written notice by registered or certified mail from the Treasurer of
the nonpayment of such amount by the Issuer. The term “nonpayment” in respect of a Series 2007 Bond
includes any payment of principal, accreted value or interest (as applicable) made to an owner of a Series 2007
Bond which has been recovered from such owner pursuant to the United States Bankruptecy Code by a trustee
in bankruptey in accordance with a final nonappealable order of a court having competent jurisdiction.
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The Reserve Fund Policy is non-cancellable and the premium will be fully paid at the time of delivery
of the Series 2007 Bonds. The Reserve Fund Policy covers failure to pay principal or accreted value (if
applicable) of the Series 2007 Bonds on their respective stated maturity dates, or dates on which the same shall
have been called for mandatory sinking fund redemption, and not on any other date on which the Series 2007
Bonds may have been accelerated, and covers the failure to pay an installment of interest on the stated date for
its payment. The Reserve Fund Policy shall terminate on the earlier of the scheduled final maturity date of the
Series 2007 Bonds or the date on which no Series 2007 Bonds are outstanding under the authorizing document.

Generally, in connection with its issuance of a Reserve Fund Policy, Financial Guaranty requires,
among other things, (1) that, so long as it has not failed to comply with its payment obligations under the
Reserve Fund Policy, it be granted the power to exercise any remedies available at law or under the authorizing
document other than (A) acceleration of the Series 2007 Bonds or (B) remedies which would adversely affect
holders in the event that the Agency fails to reimburse Financial Guaranty for any draws on the Reserve Fund
Policy; and (ii) that any amendment or supplement to or other modification of the principal legal documents be
subject to Financial Guaranty’s consent. The specific rights, if any, granted to Financial Guaranty in
connection with its issuance of the Reserve Fund Policy may be set forth in the description of the principal
legal documents appearing elsewhere in this Official Statement. Reference should be made as well to such
description for a discussion of the circumstances, if any, under which the issuer of the Series 2007 Bonds is
required to provide additional or substitute credit enhancement, and related matters.

The Reserve Fund Policy 1s not covered by the Property/Casualty Insurance Security Fund specified in
Article 76 of the New York Insurance Law.

The Reserve Fund Policy is not covered by the California Insurance Guaranty Association (California
Insurance Code, Article 14.2).

Financial Guaranty Insurance Company

Financial Guaranty is a New York stock insurance corporation that writes financial guaranty insurance
in respect of public finance and structured finance obligations and other financial obligations, including credit
default swaps. Financial Guaranty is licensed to engage in the financial guaranty insurance business in all 50
states, the Dustrict of Columbia, the Commonwealth of Puerto Rico, the U.S. Virgin Islands and the United
Kingdom.

Financial Guaranty is a direct, wholly owned subsidiary of FGIC Corporation, a Delaware
corporation. At March 31, 2007, the principal owners of FGIC Corporation and the approximate percentage of
its outstanding common stock owned by each were as follows: The PMI Group, Inc. — 42%; affiliates of the
Blackstone Group L.P. — 23%; and affiliates of the Cypress Group L.1..C. — 23%. Neither FGIC Corporation
nor any of its stockholders or affiliates is obligated to pay any debts of Financial Guaranty or any claims under
any insurance policy, including the Policy, issued by Financial Guaranty.

Financial Guaranty is subject to the insurance laws and regulations of the State of New York, where
Financial Guaranty is domiciled, including New York’s comprehensive financial guaranty insurance law. That
law, among other things, limits the business of each financial guaranty insurer to financial guaranty insurance
{and related lines), requires that each financial guaranty insurer maintain a minimum surplus to policyholders;
establishes limits on the aggregate net amount of exposure that may be retained in respect of a particular issuer
or revenue source (known as single risk limits) and on the aggregate net amount of exposure that may be
retained in respect of particular types of risk as compared to the policyholders’ surplus (known as aggregate
risk limits); and establishes contingency, loss and unearned premium reserve requirements. In addition,
Financial Guaranty is also subject to the applicable insurance laws and regulations of all other jurisdictions in
which it is licensed to transact insurance business. The insurance laws and regulations, as well as the level of
supervisory authority that may be exercised by the various insurance regulators, vary by jurisdiction.

At March 31, 2007, Financial Guaranty had net admitted assets of approximately $3.947 billion, total
liabilities of approximately $2.828 billion, and total capital and policyholders’ surplus of approximately $1.119
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billion, determined in accordance with statutory accounting practices (“SAP”) prescribed or permitted by
insurance regulatory authorities.

The unaudited financial statements as of March 31, 2007, and the audited conscolidated financial
statements of Financial Guaranty and subsidiaries, on the basis of U.S. generally accepted accounting
principles (“GAAP”), as of December 31, 2006 and December 31, 2005, which have been filed with the
Nationally Recognized Municipal Securities Information Repositories (“NRMSIRs™), are hereby included by
specific reference in this Official Statement. Any statement contained herein under the heading “BOND
INSURANCE,” or in any documents included by specific reference herein, shall be modified or superseded to
the extent required by any statement in any document subsequently filed by Financial Guaranty with such
NRMSIRs, and shall not be deemed, except as so modified or superseded, to constitute a part of this Official
Statement. All financial statements of Financial Guaranty (if any) included in documents filed by Financial
Guaranty with the NRMSIRs subsequent to the date of this Official Statement and prior to the termination of
the offering of the Series 2007 Bonds shall be deemed to be included by specific reference into this Official
Statement and to be a part hereof from the respective dates of filing of such documents.

The New York State Insurance Department recognizes only SAP for determining and reporting
the financial condition and results of operations of an insurance company, for determining its solvency
under the New York Insurance Law, and for determining whether its financial condition warrants the
payment of a dividend to its stockholders. Although Financial Guaranty prepares both GAAP and SAP
financial statements, no consideration is given by the New York State Insurance Department to financial
statements prepared in accordance with GAAP in making such determinations. A discussion of the
principal differences between SAP and GAAP is contained in the notes to Financial Guaranty’s audited
SAP financial statements.

Copies of Financial Guaranty’s most recently published GAAP and SAP financial statements are
available upon request to: Financial Guaranty Insurance Company, 125 Park Avenue, New York, NY 10017,
Attention: Corporate Communications Department. Financial Guaranty’s telephone number 1s (212) 312-
3000.

Financial Guaranty’s Credit Ratings

The financial strength of Financial Guaranty is rated “AAA” by Standard & Poor’s, a Division of The
McGraw-Hill Companies, Inc., “Aaa” by Moody’s Investors Service, and “AAA” by Fitch Ratings. Each
rating of Financial Guaranty should be evaluated independently. The ratings reflect the respective ratings
agencies’ current assessments of the insurance financial strength of Financial Guaranty. Any further
explanation of any rating may be obtained only from the applicable rating agency. These ratings are not
recommendations to buy, sell or hold the Series 2007 Bonds, and are subject to revision or withdrawal at any
time by the rating agencies. Any downward revision or withdrawal of any of the above ratings may have an
adverse effect on the market price of the Series 2007 Bonds. Financial Guaranty does not guarantee the market
price or investment value of the Series 2007 Bonds nor does it guarantee that the ratings on the Series 2007
Bonds will not be revised or withdrawn.

Neither Financial Guaranty nor any of its afTiliates accepts any responsibility for the accuracy
or completeness of the Official Statement or any information or disclosure that is provided to potential
purchasers of the Series 2007 Bonds, or omitted from such disclosure, other than with respect to the
accuracy of information with respect to Financial Guaranty or the Policy under the heading “BOND
INSURANCE.” In addition, Financial Guaranty makes no representation regarding the Series 2007
Bonds or the advisability of investing in the Series 2007 Bonds.

ENGINEER’S REPORT

Attached hereto as Appendix A is the Final Engineer’s Report prepared by PB (the “Engineer™). The
Final Engineer’s Report was commissioned by the Agency as a legally required part of the formation of the
District. The Final Engineer’s Report identifies the improvements to be funded in part from the proceeds of
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the Series 2007 Bonds; provides an estimate of the total costs of these improvements and the share of such cost
allocable to the Agency; contains a cash flow analysis relating to the projected Consolidated Capital
Assessments, as well as projected debt service and operation and maintenance requirements of the Agency;
and describes the assessment methodology. The Final Engineer’s Report describes the boundaries of the
District, and the flood damage reduction benefits and project special benefit zones that will be used to
proportionally spread the Consolidated Capital Assessments among the properties in the District.

Certain information concerning the Agency and the District in this Official Statement has been
excerpted from the Final Engineer’s Report. The estimates, projections and conclusions expressed in the Final
Engineer’s Report are based upon certain assumptions, calculations and qualifications set forth therein, and the
Final Engineer’s Report should be read in its entirety. While the Engineer believes these assumptions to be
reasonable for purposes of the Final Engineer’s Report, the assumptions may vary significantly from actual
future conditions due to unanticipated events and circumstances. To the extent that actual future conditions
vary from those assumed in the Final Engineer’s Report, the actual results will vary from those contained in
the Final Engineer’s Report. See Appendix A to this Official Statement.

THE AGENCY
Background

The Agency is a joint exercise of powers agency created pursuant to the terms of the Act and pursuant
to Sections 6300 et seq. of the California Government Code (the “JPA Act”) and the Joint Exercise of Powers
Agreement, dated January 17, 1991, as amended, by and among Reclamation District No. 1000, the County of
Sacramento, the Sacramento County Water Agency, the County of Sutter, the Sutter County Water Agency,
the City of Sacramento and the American River Flood Control District (the “Joint Powers Agreement™). The
Agency was created in September 1989. The Agency 1s governed by a board of directors of 13 members, five
representing the County of Sacramento (the “County™), three representing the City of Sacramento (the “City™),
two each representing the American River Flood Control District and Reclamation District No. 1000 and one
representing Sutter County. The Agency is staffed by the assignment of three City and nine County employees
and one contract employee and is headed by Stein Buer, Executive Director. The Agency carries out its project
planning, administration, construction activities through the use of consultants and contractors under the
supervision of the Agency’s management staff.

The Agency’s flood risk reduction program focuses on the major floodplains on the Sacramento area
along the lower American and Sacramento Rivers and their tributaries. The goals of this program are to
provide at least a 100-year level of flood protection as quickly as possible; work toward achieving urban-
standard (“200-year™) flood protection over time; and ensure the structural integrity of the levee system.

Since its inception, the Agency has completed a series of levee and related improvements around the
Natomas Basin and along the lower reaches of Dry/Robla and Arcade Creeks in the North Sacramento area. In
addition, the Agency has cooperated with the U. S. Army Corps of Engineers and the California Reclamation
Board and provided funding for levee improvements along the east levee of the Sacramento River and the
north and south levees of the American River in the Sacramento Area. These improved facilities are part of the
comprehensive system of flood control works that constitutes the Sacramento River Flood Control Project
extending from Shasta Dam to the Sacramento-San Joaquin River Delta. This system is managed through a
partnership of federal, state, and local interests. The federal government provides approximately two-thirds of
the funding needed for capital improvements, with the remainder split between the State of California and local
interests. The various improvements and projects implemented by the Agency are owned by various agencies
that have jurisdiction over such improvements and projects and are maintained by local agencies and the
Agency. Following are resumes of senior Agency staff members.

Stein Buer, Fxecutive Director. Mr. Buer was appointed Executive Director of the Agency in July,
2004, Prior to that Mr. Buer served as Chief of the Division of Flood Management with the California
Department of Water Resources, overseeing State participation in flood control project maintenance, flood
operations, floodplain management, and capital outlay projects. In his career Mr. Buer has participated in Delta
planning and management activities, including 3-1/2 years with the CALFED Bay-Delta Program. Mr. Buer
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received a Bachelor of Science degree in Zoology and a Master of Science in Civil Engineering from
University of California, Davis.

Timothy Washburn, Esq., Agency Counsel. Mr. Washburn has been chief counsel to the Agency since
1990. Before joining the Agency, Mr. Washburn served for two years as Deputy City Attorney for the City of
Sacramento, following two years in private practice. Mr. Washburn received a Bachelor of Arts in History
from the University of California in 1983 and received his law degree from the University of California, Davis
in 1986.

Julie Lienert, Director of Administration. Ms. Lienert was appointed as the Director of Administration
of the Agency in March 1996, and serves as the Agency’s Chief Financial Officer. Since joiming the County of
Sacramento in July 1977, Ms. Lienert has held a number of senior level and management positions involving
budgeting, debt financing and strategic planning for the County of Sacramento’s Municipal Services Agency.
Ms. Lienert received a Bachelor of Science Degree in Business Management from Golden Gate University.

Assessment Districts

The Agency was formed for the purpose of providing regional flood protection for the Sacramento
area. In order to facilitate implementation of its regional program of flood control improvements, the Agency
previously formed the Operation and Maintenance Assessment District, the North Area Local Project Capital
Assessment District No. 2 (“District No. 27) and the American River/South Sacramento Streams Group Capital
Assessment District No. 3 (“District No. 37). In connection with the formation of the District, District No. 2
and District No. 3 have been dissolved. In connection with the dissolution of District No. 2, the Consolidated
Capital Assessments were pledged to the payment of debt service with respect to the Series 2005 Bonds. See
APPENDIX A — “FINAL ENGINEER’S REPORT”. The following provides further information regarding the
District.

THE DISTRICT
Background

The Board, by Resolution No. 07-013, adopted on February 15, 2007, declared its intention to
undertake special capital assessment proceedings pursuant to the Act to form the Dustrict for the levy and
collection of the Consolidated Capital Assessments in the District. The District was formed on April 26, 2007
pursuant to the Act. The District was established to provide for the funding of the local share of the cost of
completing projects necessary to provide flood protection for the developed areas within the District described
in the Final Engineer’s Report, including the 2007 Project, to operate and maintain the completed projects, to
refinance the Series 2005 Bonds, and to prepay the 2006 Notes. The projects to be funded in part by the
Agency, which are described in detail in the Final Engineer’s Report, generally consist of improvements
providing flood protection for residents in the District boundaries. The Consclidated Capital Assessments will
be levied annually on parcels within the District boundary. The total assessed value of the property within the
District is estimated at $40.7 billion in Fiscal Year 2006-07. The estimated annual Consolidated Capital
Assessment for the District for Fiscal Year 2007-08 1s approximately $18.1 million.

The 2007 Project

The wvarious flood control facilities to be funded in part by the Agency are described in detail in the
Final Engineer’s Report and generally consist of a variety of improvements to the levees and the other
elements of the flood control system of the District. A portion of the Series 2007 Bonds will be used by the
Agency to pay a portion of the cost of such projects. The projects to be funded in whole or in part with
proceeds of the Series 2007 Bonds are referred to herein as the “2007 Project” and generally consist of
improvements to the south levee on the Natomas Cross Canal in Sutter County, improvements to the south
levee of the American River in Sacramento County, and planning and design costs.

Funding of the Projects. As described herein and in the Final Engineer’s Report, the Agency expects
to pay approximately 10% of the total cost of the various projects identified in the Final Engineer’s Report.
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Approximately 65% of the remainder of the cost of such projects is expected to be paid by the federal
government and the remaining approximately 25% of the cost of such projects is expected to be paid by the
State of California. The Agency anticipates utilizing proceeds of the Series 2007 Bonds and Consolidated
Capital Assessments not required for the payment of debt service on the Series 2007 Bonds to pay the costs of
particular projects at levels in excess of the 10% contribution level ultimately anticipated to be contributed by
the Agency. In such circumstances, the Agency anticipates seeking reimbursement or credit from State and
federal funds as such funds become available. There can be no assurances that delays or reductions in
anticipated federal or State funding will not significantly reduce the scope of the flood control measures
described in the Final Engineer’s Report or delay the completion thereof, and/or reduce the amounts of
reimbursements or credit received by the Agency. See “-Flood Risk” and “RISK FACTORS - Flood,
Earthquake and other Natural Disasters.”

The cash flow analysis contained in the Final Engineer’s Report contemplates the issuance of $113
million in Bonds in 2007, $40 million in Bonds 1n 2011, and $44 million in Bonds 1n 2014. See APPENDIX A
— “FINAL ENGINEER’S REPORT.” The principal amounts specified in the Final Engineer’s Report did not
include amounts required to refund the Series 2005 Bonds (with respect to the Bonds to be issued in 2007) or
bond issuance costs (with respect to all the Bonds). In addition, as described herein in “THE DISTRICT — The
2007 Project — Funding of the Projects,” the Agency has determined to divide the Bonds which the Final
Engineer’s Report expected would be issued in 2007, into two issues: the Series 2007 Bonds, and a Series of
Bonds expected to be issued in 2008. Therefore the principal amounts of Bonds used for financial planning
purposes by the Agency (and reflected in Table 5 — “Projected Debt Service Coverage™) reflect the following
projected approximate principal amounts for additional Bonds: $70 million in 2008, $41 million in 2011, and
$44 million in 2014. See Table 5 — “Projected Debt Service Coverage™ and APPENDIX A — “FINAL
ENGINEER’S REPORT” herein.

District Boundary

The boundary of the District includes the Agency’s best judgment of the geographic extent of the area
of inundation created by an uncontrolled “200-year” flood, assuming a variety of levee failure locations. The
boundary encompasses those lands within the Agency jurisdictional boundary that receive the direct flood
control benefits of the District. The boundary of the District, which currently includes about 140,000 parcels,
approximately 120,000 of which are single family residential parcels, 1s shown on the map on page 5-3 of
Appendix A — Final Engineer’s Report.

Flood Risk

The Agency estimates that approximately 95% of the parcels in the District have 100-year flood
protection under existing regulations. However, in the aftermath of Hurricane Katrina, in September 2006 the
Federal Emergency Management Agency notified Sacramento County and City of Sacramento officials of the
need to update the Flood Insurance Rate Maps within the Natomas Basin (which includes approximately 20%
of the total number of parcels in the District) through the Physical Map Revision process. This revision is
expected to result in the entire Natomas Basin being placed in a regulatory Special Flood Hazard Area,
reflecting the fact that the area does not have 100-year flood protection. As set forth in the Final Engineer’s
Report, the Agency anticipates that those portions of the projects identified in the Final Engineer’s Report
necessary to restore 100-year flood protection (under current standards) will be completed by 2010. The
projects identified in the Final Engineer’s Report as providing 100-vear flood protection could be delayed for a
variety of reasons, including but not limited to longer than expected construction periods, higher than expected
construction bids, or delays in state or federal funding. In the event that significant flooding occurs prior to the
completion of such projects (or the projects once completed do not provide the expected levels of flood
protection) there can be no assurances that such circumstances would not result in significant damages to
properties within the District and corresponding reductions to the assessed valuation thereof. In addition,
federal standards for 100-year flood protection are currently being revised, and therefore there can be no
assurances that implementation of the projects identified in the Final Engineer’s Report will result in 100-year
flood protection. See “RISK FACTORS-Floods, Earthquakes and Other Natural Disasters.”
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Consolidated Capital Assessments

Commencing in Fiscal Year 2007-08, the Consolidated Capital Assessments will be collected annually
on the County of Sacramento secured tax roll (and County of Sutter secured tax roll, with respect to less than
1% of properties in the District located in Sutter County) on which general taxes on real property are collected
and are payable and become delinquent at the same time and in the same proportionate amounts and bear the
same proportionate penalties and interest after delinquency as do such general taxes. The properties upon
which the Consolidated Capital Assessments are to be levied are subject to the same provisions for sale and
redemption as are properties for nonpayment of general taxes.

The annual assessment amounts were apportioned among the parcels in the District based on the
proportionate benefits each would receive from the various flood control projects. Not all of the projects
benefit all of the parcels. The costs of each project are shared only by the properties receiving flood protection
from that project. The Engineer has determined that there are eight “zones” of like-benefited parcels.

The methodology for apportioning the annual assessments is explained fully in Section 5 of the Final
Engineer’s Report. Briefly, it assumes that the proposed projects will spare the properties within the District
from damage due to flooding, and that the amount of special benefit thus conferred is proportional to the flood
damage that would otherwise have been inflicted by the flood upon the structures, the contents of structures,
and the land of each parcel. The method uses some engineering studies and some assumptions to estimate the
dollar amount of the damage the flood would have inflicted based on parcel area, land use (residential,
commercial or industrial), size of structure (square footage), and the depth of flooding which the parcel would
have suffered (which has a particular impact on damage to contents). Note that the absolute accuracy of these
estimates 1s not significant; what 1s significant is their relative value, because it 1s these proportions that govern
the amount of the assessment assigned to each parcel. The methodology distributes the cost of the projects
benefiting each of the project benefit zones to the parcels within each of those zones in proportion to their
estimated flood damage.

Using the assessment formula in the Final Engineer’s Report, a single family house, will, on average,
have an annual assessment of approximately $64 per year. Approximately 95% of the parcels in the District are
single family homes. The remaining parcels in the District are predominantly commercial, industrial or are
vacant. Including all properties in the District, 79% of the parcels have an assessment of $100 in Fiscal Year
2007-08.

Approximately 11% of the total Consolidated Capital Assessment 1s payable with respect to land
owned by governmental entities. See Table 2 for a listing of properties in the top 25 Assessments owned by
governmental entities. Under applicable State law, the Agency generally may not foreclose on governmentally
owned property to collect delinquent Consolidated Capital Assessments. In the Resolution, the Agency has
covenanted that, if property owned by any single governmental entity (whether local, state or federal) in the
District is delinquent by more than ten thousand dollars ($10,000) with respect to the Consolidated Capital
Assessments due and payable by such governmental entity by that date, then the Agency will by December 31,
unless prohibited by an order of a court of competent jurisdiction (or unless the Agency, after consultation with
counsel, determines, in good faith, in any particular instance, that it lacks the legal power to enforce the
delinquent assessment), institute and then prosecute and pursue judicial proceedings to seek enforcement and
collection of such delinquent Consolidated Capital Assessments. See “SECURITY FOR THE SERIES 2007
BONDS — Covenant to Seek Enforcement of Consolidated Capital Assessment Liens on Governmentally-
Owned Assessable Land” and “RISK FACTORS — Limitations on the Ability of the Agency to Collect
Consolidated Capital Assessments Imposed with Respect to Governmentally-Owned Assessable Land” herein.

The Consolidated Capital Assessments to be levied for the 2007-08 Fiscal Year are estimated to be
approximately $18.1 million. The maximum amount of the Consolidated Capital Assessments that may be
levied in future Fiscal Years in accordance with the methodology approved pursuant to the assessment
proceeding may increase or decrease each year depending on changes in land use category and development
within the District. See “CERTAIN RISK FACTORS — Reduction in Consolidated Capital Assessments”
herein.
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The following table, based on the expected Fiscal Year 2007-08 levy of the Consolidated Capital
Assessments, presents estimated Consolidated Capital Assessment revenues by land use in such Fiscal Year.
The table also includes the average amount of expected assessment by land use type.

TABLE 1

ASSESSMENTS BY LAND USE
FISCAL YEAR 2007-2008

Percent Percent of
Number Assessment  of Total | Number  Assessed Value Total
of Average for Land Use  Assessm of for Land Use Assessed
Parcels  Assessment Type ent Parcels Type Value
Property Land Use
Single Family Residential 119,606 304 $7611,784 42.14% | 119,320 $24,963,481,762 61.38%
Multi Family Residential 3,225 $543 $1,749,640 9.69% | 3,198 $3,540,842,273 8.71%
Commercial/Office 4,398 3951 $4,183,680  23.16% | 4,255 $8,346,397,661 20.52%
Industrial 1,596 $1,405 $2,242,163  12.41% | 1,563 $1,865,425,515 4.59%
Governmentally-Owned
Assessable Land 3,089 $650 $2,008,355  11.12% 47 $23,436,448 0.06%
Vacant 6,999 $28 $194,895 1.08% | 5.657 $1,733,552,509 4.26%
Agriculture 570 3124 $70,631 0.39% 258 $198,800,446 0.49%
139,483 318,061,145 100.00% 134,298 $40,671,936,614  100.00%

Source: Sacramento Area Flood Control Agency

Largest Consolidated Capital Assessments

The following table, based on the expected Fiscal Year 2007-08 levy of the Consolidated Capital
Assessments, presents the top 25 assessments within the District in such Fiscal Year. As described herein in “-
Consolidated Capital Assessments,” the Agency generally may not foreclose on Governmentally-Owned
Assessable Land to collect delinquent Consolidated Capital Assessments. As shown on the following table, a
significant number of the top 25 assessments within the District relate to Governmentally-Owned Assessable

Land.
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TABLE 2
TOP 25 PROPERTY ASSESSMENTS (1)

Amount of Consolidated Percentage of Total
Capital Assessment  Consolidated Capital
Assessment
City of Sacramento 5 525,298 2.91%
Sacramento City Unified School 5 362,451 2.01%
District
State of California 5 324,338 1.80%
County of Sacramento b 280,615 1.55%
Marvin L/Buzz Oates/William C $ 198,923 1.10%
Cummings
JB Management L. P $ 195,304 1.08%
Natomas Unified School District $ 122,097 0.68%
Sacramento State University $ 116,452 0.64%
North Market Center L P b 105,369 0.58%
United States of America/United $ 75,187 0.42%
States Postal Service
Opus West Corporation/Opus b 67,978 0.38%
Estates Corporation
California Public Employees b 56,334 0.31%
Retirement System
PC Process $ 53,521 0.30%
California Almond Growers $ 48,011 0.27%
Exchange
Tsakopoulos Angelo 5 46,566 0.26%
K/Tsakopoulos Family Trust/Et al
Grant Union High School District b 44,299 0.25%
San Juan Unified School District 3 42,630 0.24%
Capitol Station b 41,427 0.23%
PSBP North Pointe LLC $ 39,792 0.22%
Florin 5 Developers $ 38,254 0.21%
SI VIIT LLC (Sobrato Interests A 38,236 0.21%
III)
Northwestern Mutual Life Ins $ 37.835 0.21%
Company
Spieker Properties L. P(Equity 5 37,109 0.21%
Office Properties)
Sutter Community Hospitals Of $ 36,378 0.20%
Sacrarmento
South Sac LLC $ 36,189 0.20%
Grand Total of Top 25 $ 2,970,594 16.45%
Assessments
Grand Total Consolidated $ 18,061,149

Capital Assessment District

Source: Sacramento Area Flood Control Agency

o Some of property owners identified in the above table have ownership interests in multiple properties
within the District. Where property owner names were very similar, the information for such multiple
properties has been aggregated. Thus, the list included in this table represents the Agencv’s best
judgment as to common ownership.

Payment of Consolidated Capital Assessments

Under the provisions of the Act, Consolidated Capital Assessments are billed to properties on the
regular property tax bills sent to owners of such properties. Such Consolidated Capital Assessments are due
and pavable, and bear the same penalties and interest for non-pavment, as do regular property tax installments.
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Consolidated Capital Assessment payments cannot be made separate 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
Consolidated Capital Assessment payments in the future.

Teeter Plan

The Agency is responsible for determining the amount of the assessment levy on each parcel which is
entered onto the secured real property tax roll. Upon completion of the secured real property tax roll, the
Auditor-Controller for the County of Sacramento (the “County”) determines the total amount of taxes and
assessments (including the Consolidated Capital Assessments) actually extended on the roll for each
fund/agency for which a tax levy has been included (including the Agency). In 1993, the Board of Supervisors
of the County, adopted the “Alternative Method of Distribution of Tax Levies and Collections and of Tax Sale
Proceeds” (the “Teeter Plan™), as provided for in Section 4701 et seq. of the California Revenue and Taxation
Code.

During the Fiscal Year, actual collections of current-year taxes and assessments are apportioned to
each fund/agency pursuant to their pro rata share of the total property tax roll. At the conclusion of the Fiscal
Year, the Auditor-Controller reconciles actual collections versus the total taxes and assessments due each
fund/agency. The County subsequently arranges a Teeter Plan financing to purchase the outstanding
delinquencies to fund the remainming apportionment due each fund/agency. This financing transaction is usually
completed in October each vear. The subsequent collections of delinquent taxes and penalties/interest are used
as the source of repayment for the Teeter Plan financing. The County realizes its ongoing benefit from the
Teeter Plan from the net penalties/interest collected in excess of the interest owed on the Teeter Plan financing.
The County may also elect on an annual basis to opt in or out of the Teeter Plan.

The County has elected to include the Consolidated Capital Assessments in its Teeter Plan financing,
However, the County has the ability to exclude, on a case-by-case basis, any individual property assessment
from the Teeter Plan financing. For example, it is the County’s policy not to include in the Teeter Plan
financing those property assessments (such as the Consolidated Capital Assessments) that are undergoing an
accelerated judicial foreclosure.

The following table presents the delinquency rate for the properties within the District for the
assessments imposed on such properties by the Agency with respect to District No. 2 and District No. 3 for
Fiscal Years 2000-01 through 2004-05. Parcels formerly within District No. 2 and District No. 3 represent
approximately 85% of the parcels in the District.

TABLE 3

DELINQUENCY RATE OF ASSESSMENTS
ON PARCELS FORMERLY WITHIN DISTRICT NO. 2 AND NO. 3

ASSESSMENT DELINQUENCY DATA
NORTH AREA LOCAL PROJECT CAPITAL ASSESSMENT DISTRICT NO. 2
Fiscal Year Levy Delinquent Amount Delinquent Percent
2001-02 $2,580,550 $28.896 1.12%
2002-03 $2,690,025 $27.376 1.02%
2003-04 $2,963,604 $27,420 0.93%
2004-05 $3,268,801 $34,993 1.07%
2005-06 $3,651,494 $61,472 1.68%
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ASSESSMENT DELINQUENCY DATA
AMERICAN RIVER/SOUTH SACRAMENTO STREAMS GROUP ASSESSMENT DISTRICT
NO. 3

Fiscal Year Levy Delinquent Amount Delinquent Percent
2001-02 $3,868,785 $163,804 4.23%
2002-03 $3777,291 $ 110,060 2.91%
2003-04 $3,813,015 $ 72,710 1.91%
2004-05 $3,833,639 $ 77,359 2.02%
2005-06 $3,837,469 $ 75,420 1.97%

Source: Sacramento Area Flood Control Agency
Assessment Methodology

The formula for calculating Consolidated Capital Assessments, which was adopted by the Agency in
connection with the formation of the District in April 2007, spreads the Consolidated Capital Assessments to
parcels in proportion to the benefits received by each property from construction of the flood control
improvements. As described in the Final Engineer’s Report, properties within the District will receive a special
flood protection benefit in the form of a substantial reduction in expected flood damages. In addition to this
special benefit, the improvements funded by the District will provide incidental benefits throughout the
Sacramento metropolitan area.

The special flood damage reduction benefit provided by the flood control improvements will vary
based on the size and use of the affected structures, and the relative size and location of the affected property.
To reflect the fact that, because of the nature of the floodplains in Sacramento and the design of the area’s
flood control system, no single improvement will protect all the properties in the District, the District will be
divided into several benefit zones within which the property owners will be assessed only for the cost of the
improvements that directly benefit the properties within their zone. See APPENDIX A - “FINAL
ENGINEER’S REPORT".

The assessment roll 1s updated annually to reflect changes in the parcel characteristics that affect the
calculation of assessments. In recent years, most often the change has been from vacant land to a new
developed land use category and building improvements on the property. The same assessment formula is
applied to the changed parcel as to existing parcels. In this way, future land use changes can be accommodated
1n an equitable manner relative to existing development.

Overlapping Debt

The following table presents the direct and overlapping debt within the District, as of June 1, 2007.
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TABLE 4
DISTRICT DIRECT AND OVERLAPPING DEBT

2006-07 Local Secured Assessed Valuation: $38.118,484,706

DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable Debt 6/1/07
Los Rios Community College District 26.095% 841,155,729
Folsom-Cordova Unified School District SFID No. 1 7912 3,963,600
Folsom-Cordova Unified School District SFID No. 2 0.032 14,778
Natomas Unified School District 89.998 134,916,981
Sacramento Unified School District 85.367 279,235,457
San Juan Unified School District 13.258 30,250,816
Grant Joint Union High School District 43016 32,094,545
Elverta Joint School District 20.572 246,634
North Sacramento School District 73.922 18,384,401
Rio Linda Union Scheol District 20.410 13,455,250
Robla School District 60.451 11,153,891
City of Folsom 0.032 8,150
Southgate Recreation and Park District Benefit Assessment District 23.615 687,197
Community Facilities Districts (Estimate) Various 201,518,027
1915 Act Special Assessment Bonds (Estimate) Various 25,600,960
Sacramento Area Flood Control Agency Maintenance and Operations Assessment District  57.975 2,574,090
Sacramento Area Flood Control Ageney Capital Assessment Distriet No. 2! 100. 33,920,000
Sacramento Area Flood Control Agency Consolidated Capital Assessment District 100. -
TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT $829,186,506
OVERLAPPING GENERAL FUND DEBT: % Applicable (2) Debt 6/1/07
Sacramento County General Fund Obligations 30.563% $111,167,687
Sacramento County Pension Obligations 30.563 288,809,309
Sacramento County Office of Education Certificates of Participation 30.563 3,747,024
Los Rios Community College District Certificates of Participation 25.812 1,821,037
Folsom-Cordova Unified School District Certificates of Participation 3.356 1,451,470
Natomas Unified School District Certificates of Participation 80.998 74,986,334
Sacramento Unified School District 85.367 77,146,158
Sacramento Unified School District Pension Obligations 85.367 4,076,274
San Juan Unified School District 13.391 1,006,334
Grant Joint Union High School District Certificates of Participation 43.0106 57,402,701
City of Folsom 0.034 5,855
City of Sacramento General Fund Obligations 93.333 760,708,052
Recreation and Park Districts Certificates of Participation 1.369 -23.615 534,970
Sacramento Metropolitan Fire District Pension Obligations 8.398 5,729,030
TOTAL GROSS OVERLAPPING GENERAL FUND DEBT $1,388,592,295
Less: Sacramento County self-supporting bonds 2,380,858
City of Sacramento self-supporting bonds 480,578,248

TOTAL NET OVERLAPPING GENERAL FUND DEBT $ 905,633,189
GROSS COMBINED TOTAL DEBT $2.217,778.801
NET COMBINED TOTAL DEBT $1,734,819,695

(1) Excludes issue to be sold.
{2y Based onredevelopment adjusted all property assessed valuation of $35,428,475,254.

(h

3

(3) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and tax allocation bonds and non-bonded

capital lease obligations.
Ratios to 2006-07 Local Secured Assessed Valuation:

DHEECt DEDT ocvvvvvivsirvvisiissreirssossasssssssssssssssssasrsns sssrsssasssrasssrssssrassssssrans srsasasusss -%
Total Direct and Overlapping Tax and Assessment Debt ... 2.18%
Gross Combined Total Debt 582%
Net Combined Total Debt........ooooi e 4.55%
STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/06: $0
KD:($600)

Source: California Municipal Statistics

! As described herein, in connection with the formation of the District, District No. 2 was dissolved, and a portion of

the proceeds of the Series 2007 Bonds will be used to refund the Series 2005 Bonds.
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Projected Debt Service Coverage

The following table shows projected debt service coverage for the Fiscal Years 2007-08 to 2015-16, using the methodology specified in the
Resolution. The information in the table is based on a variety of assumptions (including assumptions relating to growth in assessment revenue and interest
rates with respect to Bonds) which the Agency believes to be reasonable. In the event that actual conditions vary significantly from those assumed by the
Agency, there can be no assurances that actual debt service coverage will not materially differ from the projections set forth in the table.

TABLE 5
PROJECTED DEBT SERVICE COVERAGE

Fiscal Year ending June 30 2008 2009 2010 2011 2012 2013 2014 2015 2016
Privately Owned Assessable Land  $16,150,000 $16,330,000 $16,510,000 $16,690,000 $16.,870,000 $17,050,000 $17,230,000 $17,410,000 $17,590,000
Assessment Revenue"
Govemnmentally-Owned Assessable Land 1,950,000 1,970,000 1,990,000 2,010,000 2,030,000 2,050,000 2,070,000 2,090,000 2,110,000
Assessment Revenue"
Total Assessment Revenue  $18,100,000  $18,300,000 $18,500,000 $18,700,000 $18,900,000 $19,100,000 $19,300,000 $19,500,000 $19,700,000
2007 Bonds Debt Service'” $3,286,415 $5,532,366 $5,593,595 $5,588,375 $5,586,175 $5,588,075 $5,587.375 $5,588,975 $5,588,450
2008 Bonds Debt Service® - 1,740,875 4,549,375 4,548,250 4,549,250 4,547,250 4,547,125 4,548,625 4,546,625
2011 Bonds Debt Service® - - - - 1,071,656 2,878,494 2,877,806 2,879,888 2,879,606
2014 Bonds Debt Service® - - - - - - - 1,161,431  2,975.275
Total Debt Service  $3,286,415  $7,273.241  $10,142.070 $10,136,625 $11,207.081 $13,013,819 $13,012,306 $14,178,919 $15,089,056
Debt Service Coverage from Privately 4.91 2.25 1.63 1.65 1.51 1.31 1.32 1.23 1.10
Owned Assessable Land Assessment
Revenue
Debt Service Coverage from all Assessment 5.51 2.52 1.82 1.84 1.69 1.47 1.48 1.38 1.23
Revenue, including Assessment Revenue
from Governmentally-Owned Assessable
Land
(1) Assumes growth in Assessment revenue of approximately 1.05% annually.

2) Projected, assuming actual interest rates for the Series 2007 Bonds; and interest rates of 5.0% for additional Bonds in 2008, and 5.25% for additional Bonds
in 2011 and 2014. Assumes the following projected approximate principal amounts for additional Bonds: $70 million in 2008, $41 million in 2011, and $44 million in

2014.

Source: Sacramento Area Flood Control Agency
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CERTAIN RISK FACTORS
Collection and Payment

In order to pay debt service on the Series 2007 Bonds, it is necessary that the Consolidated Capital
Assessments on the assessable property within the District are paid in a timely manner. Should the installments
not be paid on time, the Agency has established a Reserve Account as described under the caption
“SECURITY FOR THE SERIES 2007 BONDS — Flow of Funds—Reserve Account™ herein. The Agency is not
obligated to use amounts on deposit in the Consolidated Capital Assessment District Capital Outlay, Operation
and Maintenance Fund or other available surplus funds of the Agency to pay such delinquent installments.

Under the provisions of the Act, Consolidated Capital Assessments are billed to properties on the
regular property tax bills sent to owners of such properties. Such Consolidated Capital Assessments are due
and payable, and bear the same penalties and interest for non-payment, as do regular property tax installments.
Assessment payments cannot be made separate 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 nability to make regular property tax payments and assessment payments in
the future.

Failure by the owners of the parcels within the District, to pay the Consolidated Capital Assessments
when due, depletion of the Reserve Account, or the inability of the Agency to sell property which has been
subject to foreclosure proceedings for amounts sufficient to cover the delinquent installments of Consolidated
Capital Assessments levied against such property may result in the inability of the Agency to make full or
punctual payments of debt service on the Series 2007 Bonds and Holders would therefore be adversely
affected.

Unpaid Consolidated Capital Assessments do not constitute a personal indebtedness of the owners of
the parcels within the District securing the Series 2007 Bonds or subsequent owners of these parcels. There 1s
no assurance such owners will be able to pay the Consoclidated Capital Assessment installments or that they
will pay such installments even though they may be financially able to do so.

Limitations on the Ability of the Agency to Collect Assessments Imposed with Respect to
Governmentally-Owned Assessable Land

Proposition 218, discussed below, for the first time required the assessment of governmentally-owned
property that benefits from the improvements. The law thus appears to require governmental agencies to pay
the annual Consolidated Capital Assessments. Under State law, the Agency generally may not foreclose on
properties owned by governmental entities in order to collect delinquent Consclidated Capital Assessments.
Currently, approximately 11% of the total amount of Consolidated Capital Assessments are payable by
governmental entities. Judicial enforcement of delinquent assessments owed by governmental agencies has not
been tested in the courts, nor enforcement of any money-judgment that might be obtained against any
governmental entity through the judicial process. No assurance can be given that effective and timely
enforcement of delinquent Consolidated Capital Assessments against governmental agencies can be achieved,
particularly against the Federal Government. Although assessments levied on private property, if collected, are
more than sufficient to pay debt service with respect to the Series 2007 Bonds, revenue from Governmentally-
Owned Assessable Land is available for that purpose, and thus, in the event that collections from private
property owners are insufficient, the inability or unwillingness of governmental entities to pay Consolidated
Capital Assessments could adversely affect the ability of the District to pay debt service with respect to the
Series 2007 Bonds.

Reduction in Consolidated Capital Assessments

In addition, under the assessment methodology utilized for the Consolidated Capital Assessments, the
amount of the Consolidated Capital Assessment, levied on a parcel in each vear is a function of the imputed
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benefit derived by such property and the rate established by the Board is not based directly on apportionment
of debt service on the Series 2007 Bonds. Accordingly, a reduction in benefit derived by a parcel (such as
through change in land use classification of a parcel or the size or existence of improvements on a parcel)
could reduce the Consolidated Capital Assessment, levied on such parcel. For example, to the extent
improvements on a property are partially or totally destroyed for any reason and not rebuilt the land use
classification of the property could be reclassified by the County Assessor and subject to a substantially
reduced Consolidated Capital Assessment. Also, the use of a parcel of property may change and therefore
could result in a different classification under the methodology utilized for Consolidated Capital Assessments.
See “SECURITY FOR THE SERIES 2007 BONDS —Consolidated Capital Assessments” herein.

Flood, Earthquake and Other Natural Disasters

The occurrence of an earthquake, flood or other natural disaster which resulted in significant damage
to property within the District could materially adversely affect the ability of the Agency to collect
Consolidated Capital Assessments within the District at the levels required to pay debt service on the Series
2007 Bonds in a timely manner. Sacramento is located in a Zone 3 earthquake zone, which is of significantly
less risk than Zone 4 which encompasses most of California, including Southern Califomia and the entire
coastal plane.

In parts of the District, flooding caused by river overflow or heavy rainfall could possibly cause
significant damage to property located in the District. Normally, water 1s contained within the rivers, creeks,
canals, and adjacent levee systems. During the severe winter storms in the Sacramento area in 1986 and again
in 1997 the American and Sacramento levee systems carried a record volume of water due to heavy rainfall of
long duration. Although these storms caused some flooding in certain areas, the major levee systems that
protect properties in the Sacramento area from disaster withstood the record water flows. However, the Army
Corps of Engineers recently determined that certain levees along the Sacramento River are structurally
deficient and do not meet current federal standards for 100-year flood protection. The Federal Emergency
Management Agency notified Sacramento County and City of Sacramento officials of the need to update the
Flood Insurance Rate Maps within the Natomas Basin (which includes approximately 20% of the total number
of parcels in the District) through the Physical Map Revision process, reflecting the fact that the area does not
have 100-year flood protection.

While the Agency believes that the 2007 Project, and other flood control measures described in the
Final Engineer’s Report will ultimately provide 100-year flood protection for properties within the District, the
projects identified in the Final Engineer’s Report as providing 100-year flood protection could be delayed for a
variety of reasons, including but not limited to longer than expected construction periods, higher than expected
construction bids, or delays in state or federal funding. In the event that significant flooding occurs prior to the
completion of such projects (or the projects once completed do not provide the expected levels of flood
protection) there can be no assurances that such circumstances would not result in significant damages to
properties within the District and corresponding reductions to the value thereof. In addition, federal standards
for 100-year flood protection are currently being revised, and therefore there can be no assurances that
implementation of the projects identified in the Final Engineer’s Report will result in 100-year flood
protection.

Covenant to Levy Consolidated Capital Assessments Not a Guarantee

The ability of the Agency to pay the debt service on the Series 2007 Bonds depends on the ability of
the Agency to collect Consolidated Capital Assessments in the levels required by the Resolution. Although, as
more particularly described herein, the Agency expects that sufficient Consolidated Capital Assessments will
be collected, there is no assurance that the imposition of Consolidated Capital Assessments will result in the
collection of Consolidated Capital Assessments in the amounts required by the Resolution. As a result, the
Agency’s covenant does not constitute a guarantee that sufficient Consolidated Capital Assessments will be
available to make debt service payments on the Series 2007 Bonds.
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Unavailability of Agency Funds

If a shortage exists in the Redemption Account, the Treasurer has the duty to transfer the amount of
such shortage from the Reserve Account into the Redemption Account. If there are additional shortages after
exhaustion of the Reserve Account, the Agency has no direct or contingent liability for payment of the Series
2007 Bonds in the event of default in the payment of the Consolidated Capital Assessments, but does have the
duty to undertake judicial foreclosure and other proceedings as covenanted in the Resolution.

Additional Debt

The Agency may levy other assessments and incur indebtedness payable from the Consolidated
Capital Assessments on a parity with the Series 2007 Bonds and has no control over the amount of additional
debt payable from taxes or assessments on all or a portion of the property within the District that may be 1ssued
in the future by other governmental entities or districts, including but not limited to school districts or any
other district having jurisdiction over all or a portion of the land within the District. Nothing prevents the
owners of land within any of the Agency’s assessment districts from consenting to the issuance of additional
debt by other public agencies which would be secured by taxes, including special taxes, with a priority to the
Consolidated Capital Assessments for the Series 2007 Bonds. To the extent such indebtedness is payable from
special taxes or taxes, such special taxes and taxes will have a lien on the property within the District on a
parity with the lien of the Consolidated Capital Assessments for the Series 2007 Bonds. See “SECURITY FOR
THE SERIES 2007 BONDS — Additional Bonds™ herein.

Accordingly, the debt on the property within the District could greatly increase, without any
corresponding increase in the value of the property. The imposition of such additional indebtedness could also
reduce the willingness and ability of the property owners within the District, to pay Consolidated Capital
Assessments when due. The Agency 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 any
of the Agency’s assessment districts. See Table 5 for listings of other assessment districts overlapping District.

Accordingly, the amount of the additional assessments that may be levied in the future against
property in the District cannot be determined at this time.

Bankruptcy and Foreclosure

The payment of property owners’ Consolidated Capital Assessments and the ability of the Agency to
foreclose the lien of delinquent unpaid Consolidated Capital Assessments pursuant to the foreclosure covenant
may be limited by bankruptcy, insolvency, or other laws generally affecting creditors’ rights or by the laws of
the State relating to judicial foreclosure. See “SECURITY FOR THE SERIES 2007 BONDS — Covenant to
Foreclose™ herein.

The various legal opinions to be delivered concurrently with the delivery of the Series 2007 Bonds
(including Bond Counsel’s approving legal opinion) will be qualified, as to the enforceability of the various
legal instruments, by bankruptcy, reorganization, insolvency or other similar laws affecting the rights of
creditors generally.

Although bankruptcy proceedings would not cause the Consolidated Capital Assessments to become
extinguished, bankruptcy of a property owner could result in a delay in procuring Superior Court foreclosure
proceedings. Such delay would increase the likelihood of a delay or default in payment of the principal of, and
interest on, the Series 2007 Bonds and the possibility of delinquent tax installments not being paid in full.

Limitations on the Ability of the Agency to Impose Assessments

Under the California Constitution, the power of imtiative 1s reserved to the voters for the purpose of
enacting statutes and constitutional amendments. The voters have exercised this power through the adoption of
Proposition 13 and similar measures. Proposition 218 was approved by the voters in the general election held
on November 5, 1996. Proposition 218 and similar initiatives may affect the collection of fees, taxes and other
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types of revenue by local agencies such as the Agency. Subject to overriding federal constitutional principles,
such collection may be materially and adversely affected by voter-approved initiatives, possibly to the extent
of creating cash-flow problems in the payment of outstanding obligations such as the Series 2007 Bonds.

Proposition 218-Voter Approval for Local Government Taxes-Limitation on Fees, Assessments, and
Charges-Initiative Constitutional Amendment, added Articles XITIC and XIIID to the California Constitution,
imposing certain vote requirements and other limitations on the imposition of new or increased taxes,
assessments and property-related fees and charges. Proposition 218 states that all taxes imposed by local
governments shall be deemed to be either general taxes or special taxes. Special purpose districts, including
assessment districts, have no power to levy general taxes. No local government may impose, extend or increase
any general tax unless and until such tax is submitted to the electorate and approved by a majority vote. No
local government may impose, extend or increase any special tax unless and until such tax is submitted to the
electorate and approved by a two-thirds vote.

Proposition 218 also provides that no tax, assessment, fee or charge shall be assessed by any agency
upon any parcel of property or upon any person as an incident or property ownership except: (i) the ad valorem
property tax imposed pursuant to Article XIIT and Article XIITA of the Califormia Constitution, (i1) any special
tax receiving a two-thirds vote pursuant to the California Constitution, and (iii) assessments, fees and charges
for property related services as provided in Proposition 218. Proposition 218 adds property owner approval
requirements for assessments and fees and charges imposed as an incident of property ownership, other than
fees and charges for sewer, water, and refuse collection services. In addition, all assessments and fees and
charges imposed as an incident of property ownership, including sewer, water, and refuse collection services,
are subject to various additional procedures, such as hearings and stricter and more individualized benefit
requirements and findings. The effect of such new provisions will presumably be to increase the difficulty a
local agency will have in imposing, increasing or extending such assessments, fees and charges.

Proposition 218 also provides that the constitutional initiative power shall not be prohibited or
otherwise limited in matters of reducing or repealing any local taxes, assessments, fees and charges. This
provision with respect to the initiative power is not limited to taxes imposed on or after November 6, 1996, the
effective date of Proposition 218, and could result in retroactive repeal or reduction in any existing taxes,
assessments, fees and charges, subject to overriding federal constitutional principles relating to the
impairments of contracts.

The Agency has complied with the provisions of Proposition 218 in connection with the establishment
of the Consolidated Capital Assessments. However, any increases in the Consolidated Capital Assessments
would be subject to voter approval pursuant to Proposition 218. Nonetheless, other than any impact resulting
from the exercise of this initiative power, presently the Agency does not believe that the potential financial
impact on the financial condition of the Agency as a result of the provisions of Proposition 218 will adversely
affect the Agency’s ability to pay the principal of and interest with respect to the Series 2007 Bonds as and
when due.

Possible Recognition of Taxable Gain or Loss upon Defeasance of the Series 2007B Bonds

Defeasance of any Series 2007B Bond may result in a reissuance thereof, in which event a holder will
recognize taxable gain or loss equal to the difference between the amount realized from the sale, exchange or
retirement (less any accrued qualified stated interest which will be taxable as such) and the holder’s adjusted
tax basis in the Series 20078 Bond.

LEGAL MATTERS

The validity of the Series 2007 Bonds and certain other legal matters are subject to the approving
opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Agency (“Bond Counsel”). A complete
copy of the proposed form of opinion of Bond Counsel is contained in Appendix F. Certain legal matters will
be passed on for Banc of America Securities LI.C by Stradling Yocca Carlson & Rauth, a Professional
Corporation, and for the Agency by Timothy Washbum, Esq., Agency Counsel. Bond Counsel undertakes no
responsibility for the accuracy, completeness or fairness of this Official Statement.
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TAX MATTERS
Series 2007A Bonds

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Agency (“Bond
Counsel”), based upon an analysis of existing laws, regulations, rulings and court decisions, and assuming,
among other matters, the accuracy of certain representations and compliance with certain covenants, interest
on the Series 2007A Bonds is excluded from gross income for federal income tax purposes under Section 103
of the Internal Revenue Code of 1986 {the “Code™) and 1s exempt from State of California personal income
taxes. Bond Counsel is of the further opinion that interest on the Series 2007A Bonds i1s not a specific
preference item for purposes of the federal individual or corporate alternative minimum taxes, although Bond
Counsel observes that such interest is included in adjusted current earnings when calculating corporate
alternative minimum taxable income. A complete copy of the proposed form of opinion of Bond Counsel is
set forth in Appendix F hereto.

To the extent the issue price of any maturity of the Series 2007A Bonds is less than the amount to be
paid at maturity of such Series 2007A Bonds {excluding amounts stated to be interest and payable at least
annually over the term of such Series 2007A Bonds), the difference constitutes “original issue discount,” the
accrual of which, to the extent properly allocable to each beneficial owner thereof, is treated as interest on the
Series 2007A Bonds which 1s excluded from gross income for federal income tax purposes and State of
California personal income taxes. For this purpose, the issue price of a particular maturity of the Series 2007A
Bonds is the first price at which a substantial amount of such maturity of the Series 2007A Bonds is sold to the
public (excluding bond houses, brokers, or similar persons or organizations acting in the capacity of
underwriters, placement agents or wholesalers). The original issue discount with respect to any maturity of the
Series 2007A Bonds accrues daily over the term to maturity of such Series 2007A Bonds on the basis of a
constant interest rate compounded semiannually (with straight-line interpolations between compounding
dates). The accruing original issue discount i1s added to the adjusted basis of such Series 2007A Bonds to
determine taxable gain or loss upon disposition (including sale, redemption, or payment on maturity) of such
Series 2007A Bonds. Beneficial owners of the Series 2007A Bonds should consult their own tax advisors with
respect to the tax consequences of ownership of Series 2007A Bonds with original issue discount, including
the treatment of beneficial owners who do not purchase such Series 2007A Bonds in the original offering to
the public at the first price at which a substantial amount of such Series 2007A Bonds 1s sold to the public.

Series 2007A Bonds purchased, whether at original issuance or otherwise, for an amount higher than
their principal amount payable at maturity {or, in some cases, at their earlier call date) (“Premium Bonds™) will
be treated as having amortizable bond premium. No deduction is allowable for the amortizable bond premium
in the case of bonds, like the Premium Bonds, the interest on which is excluded from gross income for federal
income tax purposes. However, the amount of tax-exempt interest received and a beneficial owner’s basis in a
Premium Bond will be reduced by the amount of amortizable bond premium properly allocable to such
beneficial owner. Beneficial owners of Premium Bonds should consult their own tax advisors with respect to
the proper treatment of amortizable bond premium in their particular circumstances.

The Code imposes various restrictions, conditions and requirements relating to the exclusion from
gross income for federal income tax purposes of interest on obligations such as the Series 2007A Bonds. The
Agency has made certain representations and covenanted to comply with certain restrictions, conditions and
requirements designed to ensure that interest on the Series 2007A Bonds will not be included in federal gross
income. Inaccuracy of these representations or failure to comply with these covenants may result in interest on
the Series 2007A Bonds being included in gross income for federal income tax purposes, possibly from the
date of original issuance of the Series 2007A Bonds. The opinion of Bond Counsel assumes the accuracy of
these representations and compliance with these covenants. Bond Counsel has not undertaken to determine (or
to inform any person) whether any actions taken (or not taken), or events occurring (or not occurring), or any
other matters coming to Bond Counsel’s attention after the date of issuance of the Series 2007A Bonds may
adversely affect the value of, or the tax status of interest on, the Series 2007A Bonds. Accordingly, the
opinion of Bond Counsel is not intended to, and may not, be relied upon in connection with any such actions
events or matters.
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Although Bond Counsel is of the opinion that interest on the Series 2007A Bonds is excluded from
gross income for federal income tax purposes and is exempt from State of California personal income taxes,
the ownership or disposition of or the accrual or receipt of interest on the Series 2007A Bonds may otherwise
affect a beneficial owner’s federal, state or local tax liability. The nature and extent of these other tax
consequences depends upon the particular tax status of the beneficial owner or the beneficial owner’s other
items of income or deduction. Bond Counsel expresses no opinion regarding any such other tax consequences.

Future legislation, if enacted into law, or clarification of the Code, or court decisions, may cause
interest on the Series 2007A Bonds to be subject, directly or indirectly, to federal income taxation or to be
subject to or exempted from state income taxation, or otherwise prevent beneficial owners from realizing the
full current benefit of the tax status of such interest. As one example, on May 21, 2007, the Umted States
Supreme Court agreed to hear an appeal from a Kentucky state court which ruled that the United States
Constitution prohibited the state from providing a tax exemption for interest on bonds issued by the state and
its political subdivisions but taxing interest on obligations issued by other states and their political
subdivisions. The introduction or enactment of any such future legislation or clarification of the Code or court
decision may also affect the market price for or marketability of the Series 2007A Bonds. Prospective
purchasers of the Series 2007A Bonds should consult their own tax advisers regarding any pending or
proposed federal tax legislation, regulations or litigation as to which Bond Counsel expresses no opinion.

The opinion of Bond Counsel is based on current legal authority, covers certain matters not directly
addressed by such authorities, and represents Bond Counsel’s judgment as to the proper treatment of the Series
2007A Bonds for federal income tax purposes. It is not binding on the Intemal Revenue Service (“IRS”) or the
courts. Furthermore, Bond Counsel cannot give and has not given any opinion or assurance about the future
activities of the Agency, or about the effect of future changes in the Code, the applicable regulations, the
interpretation thereof or the enforcement thereof by the IRS. The Agency has covenanted, however, to comply
with the requirements of the Code.

Bond Counsel’s engagement with respect to the Series 2007A Bonds ends with the issuance of the
Series 2007A Bonds and, unless separately engaged, Bond Counsel is not obligated to defend the Agency or
the beneficial owners regarding the tax-exempt status of the Series 2007A Bonds in the event of an audit
examination by the IRS. Under current procedures, parties other than the Agency and their appointed counsel,
including the beneficial owners, would have little, if any, right to participate in the audit examination process.
Moreover, because achieving judicial review in connection with an audit examination of tax-exempt bonds is
difficult, obtaining an independent review of IRS positions with which the Agency legitimately disagrees, may
not be practicable. Any action of the IRS, including but not limited to selection of the Series 2007A Bonds for
audit or the course or result of such audit or an audit of bonds presenting similar tax issues, may affect the
market price for or the marketability of the Series 2007A Bonds and may cause the Agency or the beneficial
owners to incur significant expense.

Series 2007B Bonds

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Agency, interest on the
Series 20078 Bonds is exempt from State of California personal income taxes and is not excluded from gross
income for federal income tax purposes under Section 103 of the Code. Bond Counsel expresses no opinion
regarding any federal or other state tax consequences relating to the ownership or disposition of, or the accrual
or receipt of interest on, the Series 2007B Bonds. The proposed form of opinion of Bond Counsel is contained
in Appendix F hereto.

The following is a summary of certain of the United States federal income tax consequences of the
ownership of the Series 2007B Bonds as of the date hereof. Each prospective investor should consult with its
own tax advisor regarding the application of United States federal income tax laws, as well as any state, local,
foreign or other tax laws, to its particular situation.

This summary is based on the Code, as well as Treasury Regulations and administrative and judicial
rulings and practice. Legislative, judicial and administrative changes may occur, possibly with retroactive
effect, that could alter or modify the continued validity of the statements and conclusions set forth herein. This
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summary is intended as a general explanatory discussion of the consequences of holding the Series 2007B
Bonds generally and does not purport to furnish information in the level of detail or with the investor’s specific
tax circumstances that would be provided by an investor’s own tax advisor. For example, it generally is
addressed only to original purchasers of the Series 2007B Bonds that are “U.S. holders” (as defined below),
deals only with Series 2007B Bonds held as capital assets within the meaning of Section 1221 of the Code and
does not address tax consequences to holders that may be relevant to investors subject to special rules, such as
individuals, trusts, estates, tax-exempt investors, foreign investors, cash method taxpayers, dealers in
securities, currencies or commodities, banks, thrifts, insurance companies, electing large partnerships, mutual
funds, regulated investment companies, real estate investment trusts, FASITs, S corporations, persons that hold
Series 20078 Bonds as part of a straddle, hedge, integrated or conversion transaction, and persons whose
“functional currency” is not the U.S. dollar. In addition, this summary does not address altemative minimum
tax issues or the indirect consequences to a holder of an equity interest in a holder of Series 2007B Bonds.

As used herein, a “U.S. holder” is a “U.S. person” that 1s a beneficial owner of a Series 20078 Bond.
A “non-U.S. investor” 1s a holder (or beneficial owner) of a Series 2007B Bond that is not a U.S. person. For
these purposes, a “U.S. person” is a citizen or resident of the United States, a corporation or partnership
created or organized in or under the laws of the United States or any political subdivision thereof (except, in
the case of a partnership, to the extent otherwise provided in Treasury Regulations), an estate the income of
which is subject to United States federal income taxation regardless of its source or a trust if (i) a United States
court is able to exercise primary supervision over the trust’s administration and (ii) one or more United States
persons have the authority to control all of the trust’s substantial decisions.

Tax Status of the Series 20078 Bonds. The Series 2007B Bonds will be treated, for federal income
tax purposes, as a debt instrument. Accordingly, interest will be included in the income of the holder as it is
paid (or, if the holder is an accrual method taxpaver, as it is accrued) as interest.

Holders of the Series 2007B Bonds that allocate a basis in the Series 2007B Bonds that 1s greater
than the principal amount of the Series 2007B Bonds should consult their own tax advisors with respect to
whether or not they should elect to amortize such premium under section 171 of the Code.

If a holder purchases the Series 20078 Bonds for an amount that is less than the principal amount of
the Series 2007B Bonds, and such difference is not considered to be de minimis, then such discount will
represent market discount that ultimately will constitute ordinary income (and not capital gain). Further,
absent an election to accrue market discount currently, upon a sale or exchange of a Series 2007B Bond, a
portion of any gain will be ordinary income to the extent it represents the amount of any such market discount
that was accrued through the date of sale. In addition, absent an election to accrue market discount currently,
the portion of any interest expense incurred or continued to carry a market discount bond that does not exceed
the accrued market discount for any taxable year, will be deferred.

Although the Series 2007B Bonds are expected to trade “flat,” that is, without a specific allocation to
accrued interest, for federal income tax purposes, a portion of the amount realized on sale attributed to the
Series 20078 Bonds will be treated as accrued interest and thus will be taxed as ordinary income to the seller
{and will not be subject to tax in the hands of the buyer).

Original Issue Discount. The Series 2007B Bonds may be issued with original issue discount
(“OID”). Accordingly, a holder of a Series 2007B Bond would be required to include OID in gross income as
it accrues under a constant yield method, based on the oniginal yield to maturity of the Series 2007B Bond.
Thus, the holders of such Series 2007B Bonds would be required to include OID in income as it accrues, prior
to the receipt of cash attributable to such income. U.S. holders, however, would be entitled to claim a loss
upon maturity or other disposition of such Series 2007B Bonds with respect to interest amounts accrued and
included in gross income for which cash is not received. Such a loss generally would be a capital loss. A
holder of a Series 2007B Bond that purchases a Series 2007B Bond for less than its adjusted issue price
{generally its accreted value) will have purchased such Series 2007B Bond with market discount. If such
difference is not considered to be de minimis, then such discount ultimately will constitute ordinary income
(and not capital gain). Further, absent an election to accrue market discount currently, upon a sale or exchange
of a Series 20078 Bond, a portion of any gain will be ordinary income to the extent it represents the amount of
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any such market discount that was accrued through the date of sale. In addition, absent an election to accrue
market discount currently, the portion of any interest expense incurred or continued to carry a market discount
bond that does not exceed the accrued market discount for any taxable year will be deferred. A holder of a
Series 2007 Bond that has an allocated basis in the Series 2007B Bond that 1s greater than its adjusted issue
price {generally its accreted value), but that 1s less than or equal to its principal amount, will be considered to
have purchased the Series 2007B Bond with acquisition premium. The amount of OID that such holder of a
Series 20078 Bond must include in gross income with respect to such Series 2007B Bonds will be reduced in
proportion that such excess bears to the OID remaining to be accrued as of the acquisition of the Series 2007B
Bond. A holder of a Series 2007B Bond may have a basis in its pro rata share of the Series 2007B Bonds that
1s greater than the principal amount of such Series 2007B Bonds. Holders of Series 2007B Bonds should
consult their own tax advisors with respect to whether or not they should elect to amortize such premium, if
any, with respect to such Series 2007B Bonds under section 171 of the Code.

Sale and Exchange of Series 20078 Bonds. Upon a sale or exchange of a Senies 2007B Bond, a
holder generally will recognize gain or loss on the Series 20078 Bonds equal to the difference between the
amount realized on the sale and its adjusted tax basis in such Series 2007B Bond. Such gain or loss generally
will be capital gain (although any gain attributable to accrued market discount of the Series Z007B Bond not
yet taken into income will be ordinary). The adjusted basis of the holder in a Series 2007B Bond will {(in
general) equal its original purchase price increased by any OID (other than OID reduced due to acquisition
premium) and decreased by any principal payments received on the Series 20078 Bond. In general, if the
Series 20078 Bond is held for longer than one year, any gain or loss would be long term capital gain or loss,
and capital losses are subject to certain limitations.

See also, “CERTAIN RISK FACTORS - Possible Recognition of Taxable Gain or Loss upon
Defeasance of the Series 2007B Bonds” herein regarding reissuance of the Series 2007B Bonds upon
defeasance.

Foreign Investors. Distributions on the Series 2007B Bonds to a non-U.S. holder that has no
connection with the United States other than holding its Series 2007B Bond generally will be made free of
withholding tax, as long as that the holder has complied with certain tax identification and certification
requiremnients.

Circular 230. Investors are urged to obtain independent tax advice based upon their particular
circumstances. The tax discussion above was not intended or written to be used, and cannot be used, for the
purposes of avoiding taxpaver penalties. The advice was written to support the promotion or marketing of the
Series 20078 Bonds.

NO LITIGATION

There is no action, suit, or proceeding pending, or to the best knowledge of the Agency, threatened at
the present time restraining or enjoining the delivery of the Series 2007 Bonds or in any way contesting or
affecting the validity of the Series 2007 Bonds or any proceedings of the Agency taken with respect to the
execution or delivery thereof.

VERIFICATION OF MATHEMATICAL COMPUTATIONS

Upon delivery of the Series 2007 Bonds, Causey, Demgen & Moore Inc., independent certified public
accountants, will deliver a report stating that the firm has wverified the mathematical accuracy of certain
computations relating to (i) the adequacy of the amounts deposited pursuant to the Escrow Agreement to pay
the principal of, and interest on, the Series 2005 Bonds on their respective payment and redemption dates, and
(i1) the computation of vield on the Series 2007 Bonds and escrow securities to be acquired under the Escrow
Agreement in connection with the refunding of the Series 2005 Bonds.
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FINANCIAL ADVISOR

First Southwest Company is employed as Financial Advisor to the Agency in connection with the
1ssuance of the Series 2007 Bonds. The Financial Advisor’s fee for services rendered with respect to the sale
of the Series 2007 Bonds is contingent upon the issuance and delivery of the Series 2007 Bonds. First
Southwest Company, in its capacity as Financial Advisor, does not assume any responsibility for the
information, covenants and representations contained in any of the legal documents with respect to the federal
income tax status of the Series 2007 Bonds, or the possible impact of any present, pending or future actions
taken by any legislative or judicial bodies.

The Financial Advisor to the Agency has provided the following sentence for inclusion in this Official
Statement. The Financial Advisor has reviewed the information in this Official Statement in accordance with,
and as part of, its responsibilities to the Agency and, as applicable, to investors under the federal securities
laws as applied to the facts and circumstances of this transaction, but the Financial Advisor does not guarantee
the accuracy or completeness of such information.

RATINGS

Standard & Poor’s Ratings Group and Moody’s Investors Service, Inc. have rated the Series 2007
Bonds “AAA” and “Aaa”, respectively, and with the understanding that concurrently with the issuance of the
Series 2007 Bonds, the Insurance Policy guaranteeing the payment of principal of and interest on the Series
2007 Bonds will be issued by the Insurer. In addition, Standard & Poor’s Ratings Group and Moody’s
Investors Service, Inc. have assigned underlying ratings of “AA-” and “Al”, respectively, to the Series 2007
Bonds. Certain information was supplied by the Agency to such rating agencies to be considered in evaluating
the Series 2007 Bonds. The ratings reflect only the views of the rating agencies and any explanation of the
significance of such ratings and any ratings on any of the Agency’s outstanding obligations may be obtained
only from such rating agencies as follows: Moody’s Investors Service, Inc., 99 Church Street, New York, New
York 10017, and Standard & Poor’s Ratings Group, 55 Water Street, New York, New York 10041. There is no
assurance that the ratings will remain in effect for any given period of time or that they will not be revised
downward or withdrawn entirely by such rating agencies, or any of them, if, in their respective judgment,
circumstances so warrant. Any downward revision or withdrawal of any rating may have an adverse effect on
the market price of the Series 2007 Bonds.

INDEPENDENT AUDITOR

The audited financial statements of the Agency for the Fiscal Year ended June 30, 2006, included in
Appendix B to this Official Statement, have been examined by Macias Gini & O’Connell LLP, independent
certified public accountants, to the extent and for the periods indicated in its report, which also appears in
Appendix B hereto. Macias Gini & O’Connell LLP has not consented to the inclusion of its report as Appendix
B hereto and has not undertaken to update its report or to take any action intended or likely to elicit
information conceming the accuracy, completeness or faimess of the statements made in this Official
Statement, and no opinion is expressed by Macias Gini & O’Connell LLP with respect to any event subsequent
to its report dated December 21, 2006.

The audited financial statements of the Agency have been prepared on the basis of generally accepted
accounting principles, and reflect a variety of revenues, funds and accounts. As described herein, the Series
2007 Bonds are payable solely from the Consolidated Capital Assessments. Since the Consolidated Capital
Assessments have not yet been levied, the audited financial statements of the Agency attached hereto do not
reflect collection of the Consolidated Capital Assessments. The Series 2007 Bonds are not general obligations
of the Agency.
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UNDERWRITING

Pursuant to the terms of a Bond Purchase Agreement, dated June 13, 2007, the Underwriters have
agreed to purchase the Series 2007 Bonds from the Agency at the aggregate purchase price of $89,041,049.59
(which 1s equal to the aggregate principal amount of the Series 2007 Bonds plus a net original 1ssue premium
of $2,429,795.25 and less Underwriters” discount of $518,745.66). The Series 2007 Bonds may be offered and
sold to certain dealers at prices lower than the public offering prices of the Series 2007 Bonds, and such public
offering prices may be changed, from time to time, by the Underwriters. The Underwriters may offer and sell
the Series 2007 Bonds into unit investment trusts or money market funds, certain of which may be managed or
sponsored by the Underwriters, at prices lower than the public offering prices of the Series 2007 Bonds.

CONTINUING DISCLOSURE

The Agency has covenanted for the benefit of Holders and beneficial owners of the Series 2007 Bonds
to provide certain financial information and operating data relating to the Agency by not later than 210 days
following the end of the Agency’s fiscal vear (which fiscal year presently ends on June 30) (the “Annual
Report™), commencing with the Annual Report for the 2006-07 Fiscal Year, and to provide notices of the
occurrence of certain enumerated events, if material. The Annual Report will be filed by the Agency with each
Nationally Recognized Municipal Securities Information Repositories. The specific nature of the information
to be contained in the Annual Report or the notices of material events is set forth in APPENDIX E — “FORM
OF CONTINUING DISCLOSURE CERTIFICATE” hereto. These covenants have been made in order to
assist the Underwriters in complying with S.E.C. Rule 15¢2-12(b)(5). In each vear since 2003, the Agency
filed its required Annual Reports later than the time required in its undertakings. Upon discovery of the
consistent late filings in connection with the i1ssuance of the Series 2007 Bonds, the Agency is developing
internal procedures designed to assure timely compliance with its future continuing disclosure requirements.

The obligation of the Agency under the Continuing Disclosure Certificate shall terminate upon the
legal defeasance, prior redemption or payment in full of all the Series 2007 Bonds. The provisions of the
Continuing Disclosure Certificate are intended to be for the benefit of the Holders of the Series 2007 Bonds
and beneficial owners of the Series 2007 Bonds and in order to assist the Underwriters in complying with the
Rule and shall be enforceable by any Holder or beneficial owners of the Series 2007 Bonds, provided that any
enforcement action by any such person shall be limited to a right to obtain specific enforcement of the
Agency’s obligations under the Continuing Disclosure Certificate and any failure by the Agency to comply
with the provisions thereof shall not be an event of default under the Resolution.

ADDITIONAL INFORMATION

Any statements made in this Official Statement involving matters of opinion or of estimates, whether
or not so expressly stated, are set forth as such and not as representations of fact, and no representation is made
that any of the estimates will be realized. This Official Statement is not to be construed as a contract or
agreement between the Agency and the purchasers or owners of any of the Series 2007 Bonds.

Copies of this Official Statement in reasonable quantity and other documents referred to herein may be
obtained from the offices of the Agency.

SACRAMENTO AREA FLOOD
CONTROL AGENCY

By: /s/ Stein Buer
Executive Director
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1.0 INTRODUCTION

1.1  BACKGROUND

The Sacramento Area Flood Control Agency (SAFCA) was created in 1989 through a Joint
Exercise of Powers Agreement by the City of Sacramento, the County of Sacramento, the
County of Sutter, the American River Flood Control District (ARFCD), and Reclamation District
1000 (RD 1000) to reduce the Sacramento area’s vulnerability to catastrophic flooding. In 1990,
the California Legislature enacted the Sacramento Area Flood Control Agency Act giving
SAFCA broad authority to finance flood control projects and directing SAFCA to carry out its
flood control responsibilities in ways that provide optimum protection to the natural environment
and public recreation.

SAFCA’s flood risk reduction program focuses on the major floodplains in the Sacramento area
along the lower American and Sacramento Rivers and their tributaries. The goals of this program
are to:

e Provide at least a 100-year level of flood protection as quickly as possible.
e  Work toward achieving urban-standard (*200-year”) flood protection over time.

e Ensure the structural integrity of the levee system.

Over the past eighteen years, SAFCA has pursued these goals on a step-by-step basis in
coordination with the U.S, Army Corps of Engineers (USACE), the U.S. Department of the
Interior, Bureau of Reclamation (Reclamation), the California Reclamation Board (The
Reclamation Board), and the California Department of Water Resources (DWR). This
coordinated effort has produced a combination of levee improvements and modifications to the
flood control operation at Folsom Dam that has made it possible to achieve the 100-year flood
protection objective for most of the properties in the area’s major floodplains.

However, because of recent changes in federal levee design criteria, a substantial number of
parcels in the Natomas basin that were thought to have achieved 100-year flood protection nearly
a decade ago are likely to be mapped back into the federally regulated 100-year floodplain in
2007. In addition, a small number of parcels remain in the federally regulated 100-year
floodplain along the American River upstream of the Mayhew Drain, and along Morrison Creek
and its tributaries in south Sacramento. SAFCA’s objective is to provide at least a 100-year level
of flood protection to these areas over the next three to five years while working to provide a
“200-year” level of flood protection to all of Sacramento’s major floodplains within the next
decade.

1.2 PURPOSE OF ENGINEER’S REPORT

The purpose of this Engineer’s Report is to support the creation of a new special benefit
assessment district to provide the local share of the cost of constructing and maintaining the
improvements that, based on current engineering and information, are needed to achieve
SAFCA’s 100-year and “200-year” flood protection goals. This new special benefit assessment
district, which would be known as the Consolidated Capital Assessment District (the
“Consolidated District”), would replace SAFCA’s two existing capital assessment districts:
North Area Local Project Capital Assessment District No. 2 and American River/South
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Sacramento Streams Group Capital Assessment District No. 3. The Consolidated District would
cover the properties located in these two existing districts and in the “200-year” floodplain area
covered by SAFCA’s Operations and Maintenance Assessment District No.1.

This Engineer’s Report proposes a financial structure for the Consolidated District. Section 2 of
the report identifies the improvements that would be funded; Section 3 provides an estimate of
the total cost of these improvements and the share of this cost that is allocable to SAFCA;
Section 4 describes a financing plan for providing this cost share; and Section 5 describes the
assessment methodology, including the boundaries of the Consolidated District, the flood
damage reduction benefits and project special benefit zones that are used to proportionally
spread the assessments among the properties in the Consolidated District, the assessment
equations that guide this spread, and sample calculations.

A Revised Assessment Roll (Appendix E) has been prepared that identifies the proposed initial
annual assessments for each individual parcel within the Consolidated District.
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2.0 DESCRIPTION OF FUNDED PROJECTS AND ACTIVITIES

2.1 GENERAL

The Consolidated District would provide the local share of the cost of completing the projects
necessary to provide 100-year flood protection for developed areas in Sacramento’s major
floodplains as quickly as possible and “200-year” urban standard flood protection for these areas
over time, based on current information and engineering. These projects are described below.
The descriptions are intended to be general enough to authorize any necessary or appropriate
additional elements that may be required to accomplish the flood control objectives of the
projects. Detailed descriptions of the proposed projects are provided in Section 3.4 of the Draft
Environmental Impact Report on Local Funding Mechanisms for Comprehensive Flood Control
Improvements for the Sacramento Area, as amended by the Final Environmental Impact Report
Responses to Comments and Revisions to the Draft EIR (State Clearinghouse No. 2006072098)
(together, the “EIR™). The Consolidated District would also provide funding for the local share
of several environmental enhancement projects that are linked to these flood control projects, for
operating and maintaining the completed projects, and for refinancing the outstanding principal
balance of bonds issued in connection with the North Area Local Project (or NALP). These
funded projects and activities are also briefly described below.

2.2 FOLSOM DAM MODIFICATIONS PROJECT

The Folsom Dam Modifications Project consists of physical and operational modifications to
Folsom Dam and Reservoir that would improve the efficiency and effectiveness of the dam’s
flood control operations. When combined with improvements to the downstream levee system,
these modifications would enable the flood control system to safely contain a *“200-year” flood
along the lower American and Sacramento Rivers.

The physical modifications to Folsom Dam that would be funded by the Consolidated District
include:

e constructing a new gated auxiliary spillway
* replacing or modifying the existing three emergency spillway gates

e constructing a 3.5-foot concrete parapet wall along the top of the dam’s earthen dikes and
wing dams

The auxiliary spillway would be constructed on a natural ridge in the area east of the concrete
dam (see Figure 2-1) at an elevation that would substantially increase the dam’s low-level
discharge capacity. This new facility would include a concrete-lined approach channel and
discharge chute in the left abutment below the left wing dam leading down to Folsom Dam’s
existing stilling basin, which would be enlarged to handle the increased discharges through the
spillway. These discharges would be controlled through the installation of six submerged tainter
gates (23 feet wide by 33 feet high) that would be operated conjunctively during flood events
with Folsom Dam’s five existing main spillway gates.

Construction of a 3.5-foot concrete parapet wall along the top of Folsom’s earthen dikes and
wing dams would allow dam operators to add approximately 50,000 acre-feet of additional
surcharge storage capacity to the flood control operation. Modification or replacement of Folsom
Dam’s three existing emergency spillway gates would allow this space to be used
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FIGURE 2-1: FOLSOM DAM AUXILIARY SPILLWAY
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without overtopping and possibly damaging these gates or causing them to fail.

These physical improvements would allow the federal government to continue the current
variable storage space operation at Folsom Dam, also known as “Folsom Reoperation”, but with
a reduced demand for empty flood control space. This operation accounts for the flood control
storage space available behind the three largest non-Federal dams in the American River
watershed upstream of Folsom Dam. These higher dams capture the run-off produced by spring
snow melt along the western face of the Sierras in order to generate hydropower to meet summer
and fall energy demands. This seasonally driven operation allows reservoir storage space to be
available for flood control during the winter. Under the variable storage space plan, Folsom Dam
operators adjust the reservoir capacity allocated to flood control based on the availability of this
upstream storage space. By increasing the efficiency of the flood control operation, the new
auxiliary spillway would reduce the maximum amount of reservoir capacity that would be
needed for flood control at Folsom Dam by about 10 percent.

Moreover, the physical improvements to Folsom Dam could allow dam operators to further
refine the variable storage operation by using forecasts of inflow into the reservoir to make
decisions on when and how much water to release from the reservoir for flood control. The
objective of this forecast-based operation is to increase the empty space in the reservoir when it
1s immediately needed to enhance the reservoir’s flood control capacity, and to reduce this empty
space when it 1s not immediately needed for flood control so as to better balance the water,
power, recreational, and environmental needs that are served by the reservoir.

2.3 FOLSOM BRIDGE CONSTRUCTION

The Folsom Bridge Project would involve constructing a permanent bridge and roadway across
the American River downstream of Folsom Dam. This bridge would replace public use of the
roadway across Folsom Dam, which was designed and built to service the dam. The Folsom
Bridge Project was authorized by Congress because of the long-term disruption to traffic that
would result from the prolonged construction associated with dam modifications. Despite the
subsequent closure of Folsom Dam Road for security and public safety reasons, the bridge
remains an integral part of the Folsom Dam modification effort, with flood control contributing
about one-third of the total cost of the project. The new bridge is planned for construction just
below the dam between the intersections of Folsom Dam Road with East Natoma Street on the
east and Folsom-Auburn Road on the west.

2.4 AMERICAN RIVER LEVEE IMPROVEMENTS

Although work to improve the levees along the lower American River has been ongoing for
nearly a decade, additional improvements are needed to ensure that these levees can safely
contain the sustained high velocity releases from Folsom Dam that will become a part of the
“200-year” flood protection plan for the American River when the improvements to the dam’s
outlet works are completed. Accordingly, the Consolidated District would be used to fund the
following improvements along the lower American River levee system:

e raising approximately 12,500 feet of the north levee of the American River from Watt
Avenue to the Cal Expo area west of H Street approximately 1 foot to ensure that there is
three feet of freeboard above the 160,000-cfs flow;
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e reconstructing 4,300 feet of the non-federal levee along the south bank of the American
River upstream of the Mayhew Drain;

e constructing a closure structure with flap gates across the Mayhew Drain to prevent backup
of floodwater on Folsom Boulevard during high-flow events in the American River and
installing cutoff walls in the east and west levees of the Mayhew Drain to prevent
underseepage;

e constructing approximately 2 miles of cutoff walls along the north levee of the American
River and installing cutoff wall closure structures at several roadway and utility crossings
along the north and south levees of the American River to control underseepage; and

e armoring portions of the north and south levees of the American River and their adjacent
banks to address the potential for erosion during sustained high-flow events.

2.5 SACRAMENTO RIVER LEVEE IMPROVEMENTS

The east levee of the Sacramento River downstream of the mouth of the American River has
been the focus of a substantial erosion control and seepage remediation effort over the past three
years. This effort strengthened this levee to withstand a 100-year flood event in the Sacramento
River watershed. However, it is likely that additional work will be needed to provide safe
containment of a “200-year” flood once a thorough evaluation of the levee is completed. This
work could include:

e raising portions of the levee in the Pocket area and in the vicinity of the town of Freeport to
provide adequate freeboard above the “200-year” design water surface; and

e constructing a combination of cutoff walls and relief wells in the vicinity of the Pocket area
to control underseepage.

2.6 NATOMAS LEVEE IMPROVEMENT PROGRAM

Completion of SAFCA’s North Area Local Project has substantially reduced the risk of flooding
in the Natomas basin from the American River and its tributaries east of the basin. However,
recently completed levee evaluations have indicated that the risk of flooding due to high flows in
the Sacramento River and its tributary streams is greater than previously believed. The Natomas
Levee Improvement Program would address this risk and provide the Natomas basin with a
*“200-year” level of flood protection by raising and strengthening the perimeter levee system
around the basin. This program includes the following elements:

o freeboard increases along portions of the Sacramento River east levee and the Natomas Cross
Canal (NCC) south levee, the Pleasant Grove Creek Canal (PGCC) west levee and portions
of the Natomas East Main Drainage Canal (NEMDC) west levee;

e crosion treatments on the Sacramento River east levee, the NCC south levee, and possibly
the PGCC and NEMDC west levee; and

e seepage remediation on the NCC south levee, the Sacramento River east levee, the American
River north levee, and the PGCC and NEMDC west levee.

The proposed freeboard increases would provide a minimum of 3 feet of freeboard above the
“200-year” water surface elevation in the Sacramento River, NCC, NEMDC and PGCC, except
at the intersection of the PGCC and Sankey Road where the “gap” in the PGCC levee would
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remain to allow Sankey Road to pass through the levee at ground elevation. As part of this
program, SAFCA would contribute to the cost of implementing federally authorized freeboard
increases along the north levee of the NCC by purchasing borrow material for Natomas levee
raising activities from Reclamation District 1001, the local sponsor of the NCC north levee
improvement project. The proposed erosion treatments would involve the placement of rock
revetment at several locations along the waterside slope of the levee located along the east bank
of the Sacramento River. Some of this erosion control work could be avoided by setting back a
portion of the east levee of the Sacramento River downstream of the mouth of the NCC. This
option would require federal and/or State support to cover its added costs.

2.7 SOUTH SACRAMENTO STREAMS GROUP PROJECT

Improvements to the major levees included in the South Sacramento Streams Group (SSSG)
Project have been underway for several years in order to provide increased flood protection to
the southern portions of the City of Sacramento. The Consolidated District would provide
funding to pursue the following uncompleted elements:

e excavating selected reaches of Morrison Creek, Elder Creek, Florin Creek, and Unionhouse
Creek and constructing floodwalls to increase the channel capacity and ensure safe
containment design flood flows;

e retrofitting stream passage facilities beneath several local bridge crossings to ensure efficient
passage of flood flows;

e realigning portions of existing levees;

e installing box culverts at several Florin Creek crossings to increase the effective flow area
and reduce the head loss; and

e providing flood insurance or flood proofing for residential structures in the Beach Lake
floodplain downstream of the project.

These measures, when combined, would increase the capacity of these streams to safely contain
a 100-year flood event in the SSSG watershed.

2.8 NORTH SACRAMENTO STREAMS FLOOD CONTROL IMPROVEMENTS

The North Sacramento area east of Natomas contains several urbanized floodplains that are
threatened by peak flood flows in the streams that run through the area, including Dry Creek,
Robla Creek, Arcade Creek, and Magpie Creek (the “North Sacramento Streams™). These
streams are hydraulically connected to the lower American River through the NEMDC
(Steelhead Creek), which forms the eastern boundary of the Natomas area and carries flows from
these streams to the lower American River in flood conditions. While substantial improvements
to the levees along these streams have been completed as part of SAFCA’s North Area Local
Project, recent changes in USACE levee design requirements and guidance documents warrant
additional investigation of seepage and underseepage conditions affecting the improved levee
system. Depending on the outcome of this investigation and analysis, design and construction of
additional improvements to the Dry Creek north levee, the Dry/Robla Creek south levee, the
Arcade Creek north and south levees and the Magpie Creek Diversion Channel (MCDC) west
levee may be required to provide “200-year” urban-standard flood protection to the urban areas
protected by these levees. These improvements could include:
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e subsurface investigations and geotechnical analyses of the NEMDC east levee, Dry Creek
north levee, the Dry/Robla Creek south levee, and the Arcade Creek north and south levees
to evaluate their ability to ensure safe containment of design flood flows;

e retrofitting the levees and appurtenant drainage features to resist stability, through-seepage,
and underseepage issues identified by the above investigations and analyses;

e rehabilitation of the MCDC west levee in the vicinity of Raley Boulevard to prevent or
reduce overflow into the old Magpie Creek floodplain; and

e right-of-way acquisition to allow maintenance of the flood control facilities.

2.9 ENVIRONMENTAL ENHANCEMENTS

The Consolidated District would also provide funding for environmental enhancements along the
American River Parkway and at Folsom Dam. These project components were authorized by
Congress to complement the effort to increase the flood control storage capacity of the dam.
They reflect SAFCA’s statutory mandate to carry out the Agency’s flood control responsibilities
in a manner that provides optimum protection to the environment, and, based on existing State
law and SAFCA’s accumulated experience in implementing large scale flood control
improvement programs, these environmental enhancement activities are likely to reduce the local
cost of the overall improvement program and expedite its completion.

In the Parkway, the environmental enhancements would include grading and excavating soils on
the floodplain and creating side channels off the main American River channel to provide
hydrology supportive of wetlands and riparian habitat in the Woodlake and Bushy Lake areas on
the north side of the river where nonnative vegetation would be removed and replaced with
native trees and shrubs suited to riparian woodland, wetlands, and oak woodland/savannah
landscapes.

At Folsom Dam the environmental enhancements would involve improving the temperature
control shutters that are used to manage the temperature of water entering the dam’s power-
generating turbines and being discharged to the lower American River. The current manual
operation of these facilities is labor intensive, time-consuming, and, therefore, less frequent than
desirable for maintaining optimal temperature conditions in the river during the summer and fall
seasons for protected anadromous fish while managing the size of the reservoir to be optimally
responsive to potential flooding conditions on short notice. The Consolidated District would
provide a share of the funding needed to redesign and mechanize the shutter system in order to
increase operational efficiency of the dam and improve downstream fish habitat conditions.

2.10 SYSTEM OPERATION AND MAINTENANCE

The system operation and maintenance component of the Consolidated District would be used to
fund the incremental increase in operation and maintenance costs attributable to the funded
improvements and the aging of the flood control system over time. These activities would consist
of regular urban levee maintenance; a variety of waterside and landside levee strengthening
efforts, including bank protection, encroachment management, vegetation management,
improved system access, levee monitoring and flood fight operations during a flood event; and
repairs to damaged infrastructure. The new district would also fund any operation and
maintenance responsibilities imposed on SAFCA in connection with the Folsom Dam
Modification Project.
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2.11 NALP DEBT SERVICE

The Consolidated District would provide funding to refinance the outstanding principal balance
of bonds issued in connection with the North Area Local Project that were used to finance a
portion of the cost of raising and strengthening the levees along the southeastern perimeter of the
Natomas basin and the major creeks and streams in the North Sacramento area east of the basin.
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3.0 ESTIMATED COST OF FUNDED PROJECTS AND ACTIVITIES

3.1 GENERAL

This section discusses the estimated cost of the projects and activities that would be funded by
the Consolidated District and the assumptions underlying SAFCA’s determination of the local
share of this cost. SAFCA anticipates that virtually all of the funded capital improvement
projects will be federally authorized and will be subject to cost sharing by the federal
government and the State of California under established cost sharing guidelines. As a general
rule, the cost share to be provided by the federal government for projects authorized prior to
1999 is 75 percent. For projects authorized in 1999 or after, this share is assumed to be 65
percent. Under applicable State law, local sponsors must provide at least 30 percent of the
remaining non-federal share while the State provides a maximum of 70 percent. In practice, this
means that for projects authorized prior to 1999, SAFCA’s share of the total project cost is
generally 7.5 percent; while for projects authorized in 1999 or later, this share is assumed to be
10.5 percent. The federal government will also provide 65 percent of the total cost of federally
authorized environmental enhancement projects, with the State and local interests providing
equal shares of the remaining 35 percent.

3.2 FOLSOM DAM MODIFICATIONS

The Folsom Dam Modifications Project was authorized by Congress in 1999. The project is
intended to increase the dam’s low level discharge and surcharge storage capacities in order to
increase the reservoir storage space available for flood control. The initial design of the
improvements needed to accomplish these objectives is being revised pursuant to a Post-
Authorization Change Report which the USACE is preparing in cooperation with Reclamation
for Congressional authorization in 2007. SAFCA anticipates that the redesigned project, which
includes a new gated auxiliary spillway, replacement or modification of the dam’s existing three
emergency spillway gates, and a new 3.5-foot concrete parapet wall along the top of the dam’s
carthen dikes and wing dams, will be constructed for a total cost of $1.5 billion. SAFCA
anticipates that 15 percent of this cost ($225 million) will be allocated to dam safety with the
remaining 85 percent ($1.275 billion) being allocated to flood control. SAFCA’s share of this
flood control total will be 10.5 percent or $133.8 million, with the State providing 24.5 percent,
or $312.4 million, and the federal government providing 65 percent or $828.8 million.

3.3 FOLSOM BRIDGE CONSTRUCTION

The Folsom Bridge Project was authorized by Congress in 2003. This authorization allocates a
portion of the total cost of the project to flood control in order to mitigate for the required closure
of Folsom Dam Road due to the modification of Folsom Dam. SAFCA anticipates that the total
project cost will be $125 million. Of this total, $45 million will be allocated to flood control.
SAFCA’s share of this cost will be 10.5 percent or $4.7 million. The balance of the cost of the
project will be provided by the federal government, the State, and the City of Folsom which is
serving as the non-federal sponsor of the project.

3.4 AMERICAN RIVER LEVEE IMPROVEMENTS

Improvements to the levees along the American River downstream of Folsom Dam were initially
authorized by Congress in 1996 as part of the American River Common Features Project. The
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authorized improvements consist primarily of seepage control measures, including cutoff walls
and closure structures along extensive reaches of the levee system. In 1999, Congress broadened
the scope of the authorized project to include raising portions of the north and south levees of the
American River and construction of a closure structure across the Mayhew Drain. While much of
this work has been completed at a cost of approximately $140 million, SAFCA anticipates that
an additional $100 million will be needed to complete the authorized improvements. Because the
project was initially authorized in 1996, SAFCA’s share of this cost is 7.5 percent or $7.5
million, the State’s share is 17.5 percent or $17.5 million, and the federal government’s share is
75 percent or $75 million.

SAFCA anticipates that additional improvements to the American River levee system will be
needed to accommodate the more efficient operation of Folsom Dam that will be possible once
the Folsom Dam Modifications Project is completed. These additional improvements will consist
primarily of erosion control measures to ensure that the levee system can safely contain
sustained flows up to 160,000 cubic feet per second in the event of an extreme flood in the
American River watershed. The cost of these additional improvements is estimated to be $60
million, SAFCA anticipates that Congress will authorize these improvements as part of an
expanded American River Common Features Project once the design and operational
requirements of the Folsom Dam Modifications Project are settled and the USACE has
completed a General Re-Evaluation Report on these project elements. SAFCA’s share of this
cost will be 10.5 percent or $6.3 million, the State’s share will be 24.5 percent or $14.7 million,
and the federal government’s share will be 65 percent or $39 million.

3.5 SACRAMENTO RIVER LEVEE IMPROVEMENTS

Improvements to the east levee of the Sacramento River downstream of the mouth of the
American River are likely to be needed to ensure that this levee can safely contain a 200-year
flood in the Sacramento River watershed. Although no detailed evaluation of the necessary
improvements has been completed, SAFCA anticipates that underseepage control measures,
including deep cutoff walls, will be needed along much of this 12 mile reach of the levee system.
Some levee raising through the installation of flood walls along the top of the levee may also be
required. SAFCA anticipates that Congress will authorize these improvements as part of an
expanded American River Common Features Project once the detailed levee evaluations are
completed and the USACE has completed a General Re-Evaluation Report on these project
elements. The estimated total cost of these improvements is $340 million. SAFCA’s share of this
cost will be 10.5 percent or $35.7 million, the State’s share will be 24.5 percent or $83.3 million,
and the federal government’s share will be 65 percent or $221 million.

3.6 NATOMAS LEVEE IMPROVEMENT PROGRAM

Improvements to the levees protecting the Natomas basin were initially authorized in 1993 as a
separate element of the ongoing American River Watershed Investigation. These improvements
consisted primarily of raising levees along the streams and canal system bordering the
southeastern flank of the basin and extending eastward into the North Sacramento and Rio Linda
areas of the City and County of Sacramento. These improvements were designed to safely
contain extreme floods in the American River watershed and the watersheds contributing run-off
to the tributary streams. SAFCA constructed these improvements as part of the North Area Local
Project.
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In 1996, Congress authorized improvements to the east levee of the Sacramento River
downstream of the Natomas Cross Canal (NCC) to control high flows in the Sacramento River
watershed. These improvements were included as the Natomas Elements of the American River
Common Features Project. In 1999, Congress broadened this authorization to include levee
raising along the south levee of the NCC., In the course of designing these improvements, the
USACE determined that the objective of providing at least a 200-year level of flood protection to
the Natomas basin could not be achieved without broadening the scope of the project to include
potentially extensive measures to control levee underseepage. Subsequent levee evaluations by
the USACE and SAFCA confirmed this determination. As a result, SAFCA developed a program
of improvements for the levees protecting the Natomas basin including underseepage control
measures, levee raising, and erosion control measures. The total cost of this program is estimated
to be $414 million. SAFCA anticipates that these improvements will be authorized by Congress
once the USACE completes a General Re-Evaluation Report on the Natomas Elements of the
American River Common Features Project. SAFCA’s share of the cost of these improvements
will be 10.5 percent or $43.5 million, the State’s share will be 24.5 percent or $101.4 million,
and the federal government’s share will be $269.1 million.

3.7 SOUTH SACRAMENTO STREAMS GROUP PROJECT

The South Sacramento Streams Group Project consists of improvements to the levees and
channels along Morrison Creek and its tributaries in South Sacramento, raising the Beach Lake
Levee which extends eastward from the Sacramento River to Morrison Creek, and constructing a
ring levee around the Sacramento County Wastewater Treatment Plant Facility (Treatment
Facility). These improvements were authorized by Congress in 1999. The improvements to the
Beach Lake Levee and the ring levee around the Treatment Facility have been completed at a
cost of approximately $30 million. SAFCA estimates that the work remaining along Morrison
Creek and its tributaries will cost an additional $85 million. SAFCA’s share of this cost is 10.5
percent, the State’s share is 24.5 percent and the federal government’s share 1s 65 percent.
However, because the ring levee was completed entirely at local expense, and because SAFCA
has advanced significant funding for project planning and design, SAFCA has accumulated
credits sufficient to reduce its future contribution to the project to $3 million, of which $2
million will be spent to cover flood insurance, flood proofing for structures, or other projects that
reduce flood damages in the Beach Lake floodplain downstream of the project, which were
mitigation measures required of the original project. The remaining State share is $20.3 million,
and the federal government’s share is $61.7 million.

3.8 NORTH SACRAMENTO STREAMS FLOOD CONTROL IMPROVEMENTS

Substantial improvements to the levees along the canal system and tributary streams east of the
Natomas basin have been completed as part of the North Area Local Project. These
improvements include construction of a new levee along the north side of Dry Creek, and levee
raising and strengthening along the east side of the Natomas East Main Drainage Canal
(Steelhead Creek), the south side of Dry/Robla Creek and the north and south sides of Arcade
Creek. New federal levee design guidelines could require additional work affecting portions of
these improved levees. In addition, SAFCA has long planned to cooperate with the USACE and
the State to improve the left bank levee of the Magpie Creek Diversion Channel in the vicinity of
Raley Boulevard. SAFCA estimates that the total cost of these improvements is $16.7 million.
Because federal cost sharing is assured only for the Magpie Creek element of this program,
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SAFCA’s share of the total cost is $5 million, the State’s share is $7.3 million, and the Federal
share is $4.4 million.

3.9 ENVIRONMENTAL ENHANCEMENTS

As part of the authorization of the Folsom Dam Mini-Raise Project in 2003, Congress also
authorized a series of environmental enhancement projects under the USACE’s ecosystem
restoration authority. These projects include improvements to the temperature control facilities
that govern the inflow of reservoir water to Folsom Dam’s hydropower penstocks, and
enhancements to upland and floodplain habitats in the Woodlake and Cal Expo areas of the
American River Parkway. SAFCA estimates that the total cost of these improvements will be
$40 million. Under applicable federal guidelines, the federal government’s share of this cost is
65 percent or $26 million. The State Legislature has authorized the State to provide 50 percent of
the remaining non-federal share or $7 million. SAFCA’s contribution will therefore also be $7
million.

These project components have been included in the program of improvements covered by the
Consolidated District in order to address the requirements of Water Code § 12585.7(d) (part of
AB 1147, adopted in 2000). This statute calls for the State to pay 50 percent rather than 70
percent of the non-Federal share of all flood control projects authorized by the Legislature on or
after January 1, 2002, unless such projects make a significant contribution to a series of
objectives specified in the statute, including environmental enhancement. The American River
Parkway enhancements and Folsom Dam temperature control improvements would significantly
contribute to the environmental enhancement objective and would therefore provide greater
assurance that the State will contribute 70 percent of the non-federal share of the cost of the
Folsom Dam Modifications Project. Thus, for a local cost of $7 million in environmental
enhancements, property owners in the American River floodplain would avoid as much as a $90
million increase in their contribution to the cost of improving Folsom Dam.

3.10 SYSTEM OPERATION AND MAINTENANCE

As a condition of securing federal and State cost sharing for all of the above projects, SAFCA
must provide assurances that the constructed improvements are maintained in accordance with
adopted federal and State standards. These projects principally involve improvements to the
existing levee system in the Sacramento area. SAFCA has consulted with its member agencies
responsible for maintaining the affected levees to develop an appropriate cost estimate for
following through on the required assurances. The agencies have agreed on a cost formula that
they believe will allow them to carry out the required maintenance effort. This formula is based
on an estimate of the extent of the levee improvements within each local maintenance district
and an estimate of the cost per mile that is needed to cover the maintenance effort. As set forth in
Table 3-1, this formula assumes a total of 72 miles of improved levee multiplied by $25,000 per
mile to generate an annual total of $1.8 million. This sum is subject to adjustment based on the
actual needs of the maintaining agencies.

In addition, SAFCA has assumed that $1 million per year may be needed to offset any reservoir
operation or dam maintenance obligations that may be imposed on the Agency in connection
with the Folsom Dam Modifications Project. Since these obligations will not mature for at least 7
to 10 years, SAFCA anticipates that in the intervening years, this sum could be devoted to
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TABLE 3-1: SYSTEM OPERATION AND MAINTENANCE COSTS
Folsom Dam

Length of Annual Levee and Leves
Project Feature Levees to Mamctenanca Enctzachn‘;ant&
Maintain ost . : fihta
{$25,000/mi) Maintenance
Cost

Folsom Dam $1,000,0000

American River

Levees 20 miles $500,000 $500,000

Sacramento
River Levees

Natomas Levees 24 miles $600,000 $600,000
South

Sacramento
Streams Group 12 miles $300,000 $300,000
Levees and
Floodwalls

North
Sacramento 4 miles $100,000 $100,000
Streams Levees

TOTAL 72 miles $1,800,000 $1,000,000 $2,800,000

12 miles $300,000 $300,000

addressing levee and floodway encroachments that hinder operation and maintenance of portions
of the lower American River and lower Sacramento River levee systems. Finally, SAFCA
anticipates that as growth occurs in the Consolidated District over time, and the funded
improvements age, the increase in annual assessments will be devoted as necessary to these
operation and maintenance efforts.

3.11 NALP DEBT SERVICE

SAFCA financed much of the cost of the North Area Local Project through the issuance of bonds
in 1995 and 1996. These bonds, which have an outstanding principal balance of $34.5 million,
were refinanced in 2005 to take advantage of reduced interest rates. The annual debt service on
the new bonds 1s $2.8 million in order that the bonds will be fully paid in 2025. In connection
with formation of the Consolidated District, SAFCA is proposing to refinance these bonds in
order to extend the repayment period so that it is consistent with the life of the Consolidated
District, thereby further reducing the annual amount of the debt service to $2.2 million per year.
This cost will remain on the properties currently bearing it; it will not be shifted to other
properties not already paying for the bonds.

3.12 SUMMARY

Table 3-2 presents a summary of the total cost of the projects to be funded by the Consolidated
District and the cost shares allocable to the participating agencies. Excluded from Table 3-2 are
annual costs for System Operations and Maintenance and NALP Debt Service which are entirely
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locally funded by the Consolidated District. These annual costs are reflected in the cash flow

analysis, Table 4-1.

Project Feature

Federal

TABLE 3-2: PROJECT COSTS' AND COST-SHARES

State

SAFCA

Folsom Dam Improvements $1500.0.0 | $1,053.8 $312.4 $133.8

Folsom Bridge $125.0 $66.8 $9.0 $4.7 $44.5
f\mencan River Levee $160.0 $114.0 $32.2 $13.8
mprovements

ISa(:ramento River Levee $340.0 $221.0 $83.3 $35.7
mprovements

Natomas Levees $414.0 $269.0 $101.5 $435

South Sacramento Streams Group $85.0 $61.7 $20.3 $3.0

North Sacramento Streams $16.7 $4 4 $7.3 $5.0
Environmental Enhancements $40.0 $26.0 $7.0 $7.0

TOTAL $2,680.7 $1,816.7 $573.0 $246.5 $44.5

" In millions of dollars. Excludes annual cost of System Operation and Maintenance and NALP Debt Service which
are entirely SAFCA funded by Consolidated District
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4.0 FINANCING PLAN

41 GENERAL

In order to determine the annual financing requirements necessary to fund SAFCA’s share of the
total cost of the projects and activities covered by the Consolidated District, SAFCA created a
cash flow analysis and financing plan representing the likely timing for carrying out these
projects and activities and the resulting funding demands on the Agency. The key assumptions
supporting this analysis are outlined below.,

4.2 KEY ASSUMPTIONS

The most important assumption in the cash flow analysis is that virtually all of the funded
improvements will be subject to federal cost sharing. Many of these improvements are currently
authorized, and all of them are logical extensions of existing authorized projects for which it has
been determined that a broadening of the project scope and cost ceiling is required in order to
secure the underlying Federal interest in the project. Such extensions are the predictable outcome
of changing circumstances, new engineering insights, and the application of appropriate adaptive
management strategies. The federal process anticipates these developments and provides the
USACE with the necessary managerial tools.

The cash flow analysis also assumes that there will be State cost sharing for all of the funded
improvements. In most cases, it is assumed that this share will amount to 70 percent of the non-
Federal cost of the improvements. This assumption is uncertain, however, because the State
Department of Water Resources has not yet adopted regulations implementing Water Code
Section 12585.7(d) (AB 1147, adopted in 2000). While all of the improvements that would be
covered by the Consolidated District were either authorized prior to the effective date of AB1147
or would become part of projects authorized prior to this date, and thus should not be subject to
any reduction in the State’s cost share, this conclusion is uncertain. Therefore, in order to
increase the certainty that the State share will remain 70 percent rather than 50 percent of the
non-federal share of the cost of the Folsom Dam Modifications Project, the improvement
program covered by the Consolidated District includes environmental enhancements that would
contribute significantly to the objectives specified in Water Code Section 12585.7(d)(1).

The cash flow analysis assumes that SAFCA and the State will take advantage of federal
crediting mechanisms to advance the completion date of some of the improvements that would
be covered by the Consolidated District. Specifically, the analysis assumes that the State will use
its Proposition 1E bond funds and SAFCA will use the bonding capacity of the Consolidated
District to construct substantial portions of the Natomas Levee Improvement Program prior to
the USACE’s completion of its General Re-Evaluation Report on the Natomas Elements of the
American River Common Features Project. Prior to initiating construction of this work, the State
and SAFCA will seek assurances from the USACE pursuant to Section 104 of the Water
Resources Development Act of 1986, that: (1) this work is consistent with the objectives of the
Natomas Element of the authorized American River Common Features Project; (2) there is likely
a federal interest in broadening the scope of the Common Features Project to include this work;
and (3) upon Congress’ authorization of this work, the State and SAFCA will receive credit to
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reduce the non-federal share of the cost of the remaining elements of the American River
Common Features Project.

4.3 CASH FLOW ANALYSIS

Table 4-1 presents the cash flow analysis for years 2006-07 through 2026-27. It assumes an
initial annual assessment of $18.1 million. This assessment is expected to grow by about
$200,000 per year as new development occurs in the protected 200-year floodplain. This
incremental increase in assessments is allocated to system operation and maintenance activities.
In order to fund SAFCA’s share of the total cost of the projects covered by the Consolidated
District, the cash flow analysis assumes that SAFCA will issue three bonds: (1) one in 2007 in
the amount of $113 million which will be used to repay the $10 million in loans that SAFCA
obtained from the City and the County of Sacramento in 2006 to support formation of the
Consolidated District and cover project costs through 2010; (2) a second bond in 2011 in the
amount of $40 million to cover project costs through 2013; and (3) a third bond in 2014 in the
amount of $44 million to cover project costs through 2018 when it is assumed that all capital
improvement work will be completed. These bonds will be structured to provide repayment by
the end of the authorized assessment period for the Consolidated District in 2037, Table 4-1 does
not show the last 10 years of the Consolidated District. For those years, the cash flow is assumed
to be similar to year 2026-27.

The cash flow analysis reflects the following assumptions regarding federal crediting for State
and SAFCA advance funding of the Natomas Levee Improvements:

e SAFCA’s share of the Natomas project is $43.5 million (Table 3-2). SAFCA, using the
bonding capacity of the Consolidated District, will advance $34.5 million towards the early
completion of the Natomas Levee Improvements for a total contribution of $78.0 million
(Table 4-1). SAFCA’s share of the American River and Sacramento River Levee
Improvements is reduced by an equivalent amount of $5.2 million and $29.3 million,
respectively.

e The State’s share of the Natomas project is $101.5 million (Table 3-2). The State will
advance $80.5 million from Proposition 1E bond funds towards the early completion of the
Natomas Levee Improvements for a total contribution of $182.0 million (Table 4-1). The
State’s share of the American River and Sacramento River Levee Improvements is reduced
by an equivalent amount of $12.1 million and $68.4 million, respectively.

e The federal share of the Natomas project is $269.0 million (‘Table 3-2). This share will be
reduced by $115.0 million, the amount of the federal contribution that is advanced by
SAFCA and the State together, for a total remaining federal contribution of $154.0 million
(Table 4-1). The federal share of the American River and Sacramento River Levee
Improvements is increased by an equivalent amount of $17.3 million and $97.7 million,
respectively.
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TABLE 4-1: CASH FLOW ANALYSIS

Project Agency Total Cost | 2006/07 | 2007/08 | 2008/09 | 2009/10 | 2010/11 | 2011/12 | 2012/13
Folsom Dam Federal (Dam Safety) 225.0 5.0 10.0 10.0 20.0 45.0 45.0 45.0
Modifications Federal 828.8 4.3 7.6 77.0 97.0 108.2 108.2 68.2
State 312.4 1.6 2.9 26.8 35.1 40.6 40.6 25.7
SAFCA 133.8 0.7 1.2 11.9 16.7 17.7 17.7 11.2
Total 1,500.0 11.6 21.7 125.7 168.8 2115 2115 150.1
Folsom Bridge Federal 9.0 29.4 28.4
State 4.5 4.5
SAFCA 2.4 2.3
Folsom 2.0 19.2 233
Total 11.0 555 58.5
American River Federal 6.8 13.6 13.6 13.6 13.6 13.8 5.0
Levee State 5.1 3.3 3.1 3.2 1.4 1.4 1.8
Improvements SAFCA 2.3 1.4 1.4 1.4 0.5 0.5 0.8
Total 14.2 18.3 18.1 18.2 15.5 15.7 7.6
Sacramento River |Federal 8.7 28.0
Levee State 14.9 10.3
Improvements SAFCA 6.4 4.5
Total 340.0 42.8
Natomas Federal 2.6 2.6 2.6 2.6 2.5 70.6 70.5
Levees State 3.4 24.0 51.6 51.5 51.5
SAFCA 71 101 20.3 20.3 20.2
Total 13.1 36.7 745 744 74.2 70.6 70.5
South Sacramento |Federal 10.7 10.0 10.5 7.7 7.6
Streams Group |State 3.6 3.3 3.4 2.5 2.5
SAFCA 07 0.3 2.0
Total 15.0 13.6 15.9 10.2 10.1 10.1 10.1
North Federal 4.4
Sacramento State 1.7 2.8 2.8
Streams SAFCA 0.3 1.7 0.6 1.2 1.2
Total 0.3 7.8 0.6 4.0 4.0
Environmental Federal 14.8
Enhancements State 4.0
SAFCA 4.0
Total 228
Total Capital Federal (Dam Safety) 5.0 10.0 10.0 20.0 45.0 45.0 45.0
Projects Federal 334 63.2 151.3 120.9 131.9 200.2 179.3
State 13.7 38.0 95.1 92.3 98.8 A7.3 40.3
SAFCA 108 15.7 43.6 39.0 396 19.4 16.5
Folsom 2.0 18.2 23.3
Total 64.9 146.1 323.3 2722 315.3 311.9 281.1
SAFCA Financing |2007 Bond 113.0 7.1 7.1 7.1 7.1 7.1 7.1
Annual Debt Service |2011 Bond 40.0 2.8 2.8
2014 Bond 44.0
System O&M SAFCA 2.8 3.0 3.2 3.4 3.6 3.8
NALP Debt Service |SAFCA 2.2 2.2 2.2 2.2 2.2 2.2
Total 197.0 121 12.3 125 127 15.7 15.9
SAFCA Annual Assessments 3.7 18.1 18.3 18.5 18.7 18.9 19.1
Revenue Bonds 113.0 40.0
Prior Yr Balance 0.0 (7.1) 96.2 62.9 327 0.5 24.3
Total 3.7 124.0 114.5 81.4 514 594 A43.4
SAFCA Annual Expenditures 10.8 27.8 55.9 51.5 52.3 35.1 324
Balance Balance {(7.1) 96.2 58.6 29.9 (1.0) 24.3 11.0
Interest 0.0 4.3 2.8 1.5 0.0 1.1
Yr End Balance {(7.1) 96.2 62.9 327 0.5 24.3 121
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TABLE 4-1: CASH FLOW ANALYSIS (CONTINUED)

SAFCA Consolidated Capital Assessment District

Project Agency 2013/14 | 2014/15 | 201516 [ 2016/17 | 2017118 | 2018/19 | 2019/20 |:2020/21
Folsom Dam Federal (Dam Safety) 45.0
Modifications Federal 68.2 58.1 58.0 58.0 58.0 58.0
State 25.7 22.7 22.7 22.7 22.7 22.6
SAFCA 1.2 9.0 9.5 9.0 9.0 9.0
Total 150.1 89.8 90.2 89.7 89.7 89.6
Folsom Bridge Federal
State
SAFCA
Folsom
Total
American River |Federal 9.0 9.0 9.0 9.0 9.0
Levee State
Improvements SAFCA
Total 9.0 9.0 9.0 9.0 9.0
Sacramento River |Federal 37.7 51.0 51.0 51.0 51.0 49.0
Levee State 4.6
Improvements SAFCA 1.9
Total 44.2 51.0 51.0 51.0 51.0 49.0
Natomas Federal
Levees State
SAFCA
Total
South Sacramento |Federal
Streams Group |State
SAFCA
Total
North Federal
Sacramento State
Streams SAFCA
Total
Environmental Federal 2.6
Enhancements State 1.0
SAFCA 1.0
Total 4.6
Total Capital Federal (Dam Safety)
Projects Federal 120.7 118.0 118.0 118.0 116.0
State 237 22.7 227 22.7 226
SAFCA 10.0 9.5 9.0 9.0 9.0
Folsom
Total 214.3 154 .4 150.2 149.7 149.7 1476
SAFCA Financing |2007 Bond 7.1 7.1 7.1 71 7.1 7.1 7.1 71
Annual Debt Service |2011 Bond 2.8 2.8 2.8 2.8 2.8 2.8 2.8 2.8
2014 Bond 3.3 3.3 3.3 3.3 3.3 3.3 3.3
System O&M SAFCA 4.2 4.4 4.6 4.8 50 52 54
NALP Debt Service |SAFCA 2.2 2.2 2.2 2.2 2.2 2.2 2.2
Total 19.7 19.9 201 20.3 205 20.7 20.9
SAFCA Annual Assessments 18.5 19.7 19.9 201 20.3 20.5 207
Revenue Bonds 44.0
Prior Yt Balance 0.4 .2 26.1 18.1 9.8 1.1 0.9
Total 63.9 53.9 46.0 38.2 30.1 21.6 21.6
SAFCA Annual Expenditures 29.7 2904 291 29.3 29.5 20.7 20.9
Balance Balance 342 24.6 17.0 9.0 0.6 0.9 08
Interest 0.0 1.5 1.2 0.8 0.4 0.0 0.0
Yr End Balance 34.2 26.1 18.1 9.8 1.1 0.9 08
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TABLE 4-1: CASH FLOW ANALYSIS (CONTINUED)

Project Agency 2021722 | 2022/23 | 2023/24 | 202425 | 2025/26 | 2026/27
Folsom Dam Federal (Dam Safety)
Modifications Federal
State
SAFCA
Total

Folsom Bridge Federal
State
SAFCA
Folsom
Total

American River Federal

Levee State
Improvements SAFCA
Total

Sacramento River |Federal

Levee State
Improvements SAFCA
Total
Natomas Federal
Levees State
SAFCA
Total

South Sacramento |Federal
Streams Group |State

SAFCA
Total

North Federal
Sacramento State

Streams SAFCA
Total

Environmental Federal
Enhancements State
SAFCA
Total

Total Capital Federal (Dam -é-é-fety)

Projects Federal
State
SAFCA
Folsom
Total
SAFCA Financing ]2007 Bond 7.1 7.1 7.1 7.1 7.1 7.1
Annual Debt Service 2011 Bond 2.8 2.8 2.8 2.8 2.8 2.8
2014 Bond 3.3 3.3 3.3 3.3 3.3 3.3
System O&M SAFCA 56 5.8 6.0 6.2 6.4 6.6
NALP Debt Service |SAFCA 2.2 2.2 2.2 2.2 2.2 2.2
Total 211 21.3 215 21.7 21.9 221
SAFCA Annual Assessments 20.9 21.1 21.3 21.5 21.7 21.9
Revenue Bonds
Prior Yt Balance 0.8 0.7 0.6 0.4 0.3 0.1
Total . 21.7 21.8 21.9 21.9 22.0 22.0
SAFCA Annual Expenditures 21.1 21.3 215 217 21.9 22.1
Balance Balance 07 0.5 0.4 0.3 01 {0.0)
Interest 0.0 0.0 0.0 0.0 0.0 0.0
Yr End Balance 0.7 0.6 0.4 0.3 0.1 (0.0)
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5.0 ASSESSMENT METHODOLOGY

5.1 GENERAL

Under Proposition 218, a governmental agency may fund public improvements by levying an
assessment on the properties that would receive a special benefit from the improvements. A
special benefit is a particular and distinct benefit over and above the general benefits conferred
on real property located in the district or to the public at large. The cost of the improvements
must be apportioned among the properties being assessed based on the proportionate special
benefit these properties will receive. Moreover, the governmental agency must demonstrate
through a balloting process, weighted to reflect these special benefits, that the ballots submitted
in opposition to the assessment do not exceed the ballots submitted in favor of the assessment,
weighted according to the proportional financial obligation of the affected property.

In this instance, the properties within the proposed Consolidated District will receive a special
flood protection benefit in the form of a substantial reduction in expected flood damages. For a
relatively wide range of flood events, these properties will escape all of the pre-project damages
to structures, the contents of structures and the land comprising the property they could have
otherwise suffered.

In addition to this special benefit, the flood control improvements funded by the Consolidated
District will provide incidental benefits throughout the Sacramento metropolitan area. Such
incidental or general benefits, which are not particular to any property, will include: the
avoidance of flood damages to transportation infrastructure, places of employment, shopping
centers and other retail services; in a major flood, streets and roads become impassable,
preventing or at least disrupting the normal flow of traffic; employees are unable to go to work if
their places of employment are flooded; emergency services are directed to provide assistance in
the flooded areas, potentially reducing or delaying such services in the non-flooded areas of the
community. With the implementation of flood control improvements, the regional employment
base will be protected from short-term disruption and potential long-term relocation due to
severe flooding. These incidental benefits extend to properties and persons throughout the region
and not just within the Consolidated District boundaries, but are difficult to predict and are in the
nature of the benefits that all public improvements provide.

The special flood damage reduction benefit provided by these flood control improvements will
vary based on the size and use of the affected structures, and the relative size and location of the
affected property. Moreover, because of the nature of the floodplains in Sacramento and the
design of the area’s flood control system, no single improvement will protect all the properties in
the Consolidated District. Rather, because there are a number of separate and overlapping
floodplains protected by separate and overlapping flood control facilities, the improvements
funded by the Consolidated District will have geographically distinct benefits. To reflect this
condition while adhering to Proposition 218’s special benefit requirement, the Consolidated
District will be divided into a mosaic of benefit zones within which the property owners will be
assessed only for the cost of the improvements that directly protect the properties within their
zone.

Finally, because the Consolidated District will eliminate and replace two existing capital
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assessment districts, for most property owners, the new assessment will represent a net change
rather than a cumulative increase in their assessment. The sections that follow describe in detail
the methodology that will be used to calculate these new assessments.

5.2 FLOOD DAMAGE REDUCTION BENEFIT

The special flood damage reduction benefit that will be provided to all of the properties in the
Consolidated District is based on avoidance of damage to structures, to the contents of the
structures, and to land.

5.2.1 Structure and Content Damage

The USACE has defined potential flood damages to structures and contents by land use

category:

e Industrial — losses and destruction of industrial properties, including warehouses, from
inundation consist of fixtures and equipment, inventory, and structure.

e Commercial — structure value and content value including equipment and furniture, supplies,
merchandise, and other items used in the conduct of business.

e Residential — physical damages to dwelling units (single-family, multi-family, and mobile
homes) and to residential contents including household items and personal property.

To reflect relative differences in the exposure of structures and their contents to flood-related
damages, a structure and content damage factor has been calculated based on the following:

e Relative structure values for residential, commercial, and industrial structures were
determined using USACE data developed in connection with the American River Watershed
Investigation®. These values represent gross averages for the different land uses based on the
USACE estimates for structure replacement costs. They do not represent assessed value or
current market value for any individual structure. Relative structure values in Table 5-1 are
used in the assessment methodology to reflect the relative value relationships between land
use categories.

TABLE 5-1: RELATIVE STRUCTURE VALUE

Land Use Relative Structure Value ($/5F) ]‘
Residential B 60
Commercial 70

Industrial 50

e Relative flood depths for the 100-year event were established by dividing the Consolidated
District into three depth zones (0 to 5 feet, 5 to 10 feet, and 10 feet or greater), as shown in
Figure 5-1 for the American River and Sacramento River floodplain, and Figure 5-2 for the
South Sacramento Streams floodplain. These flood depth maps were derived from maps,

‘uUs Army Corps of Engineers, American River Watershed investigation, California: Feasibility Report, Sacramento
District, December 1991.
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FIGURE 5-1: AMERICAN RIVER/SACRAMENTO RIVER FLOOD DEPTH ZONES
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FIGURE 5-2: SOUTH SACRAMENTO STREAMS GROUP FLOOD DEPTH ZONES
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flood elevation data, flood depths and ground elevation data developed previously by the
California Department of Water Resources, FEMA, USACE and United States Geological
Survey (USGS). For areas outside the 100-year floodplain but within the 200-year
floodplain, the shallow flood depth zone (0 to 5 feet) was assigned.

e The relationship between depth of flooding and damages to structure and contents was
calculated for each land use category (residential, commercial, and industrial) and depth zone
in the Consolidated District using the depth-damage curves established for the USACE
American River Watershed Investigation. Separate curves were used for one story and two
story residential structures based on 1988 Federal Insurance Administration (FIA) depth-
damage relationships for residential structures. USACE damage surveys of flood damaged
structures along Dry Creek in Roseville conducted immediately after the storm of February
1986 confirmed the reasonableness of these 1988 FIA depth-damage relationships. The
commercial and industrial curves were based on depth-damage relationships based on data
developed by the Tennessee Valley Authority (TVA) for the Department of Housing and
Urban Development (HUD). For the USACE Morrison Creek Investigation, interviews with
owners and managers of commercial buildings established depth-percent damage
relationships that were very similar to those in the HUD study.

The resulting damages to structure and contents, expressed as a percent of the structure value,
are shown in Table 5-2.

TABLE 5-2: PERCENT DAMAGE TO STRUCTURE AND CONTENTS
amage To Structure and Contents

Exp resaed 3s A Percent’ of Structure Value

Flood Depth Zones
Land Use Oto5ft 5to 10 ft Greater than 10 ft
Residential One Story 33% 70% 79%
Residential Two Story” 26% B3% 67 %
Commercial 72% 125% 146%
Industrial 74% 105% 136%

Flood damages to structures and their contents were calculated for each property in the
Consolidated District using the actual square footage for the first and second stories of
residential structures, the first story of commercial and industrial structures, and appropriate
structure value and depth-percent damage relationships for the particular land use.

* Because percentage values represent damages to both structure and contents, they may exceed 100% of structure
value.

4 Percent damages for condominium units on the second flocr or higher are 20%, 43% and 67% forOto 5 ft, 5 to 10 ft
and greater than 10 ft flood depth zones, respectively. See Section 5-6, Special Procedures for Condominiums.
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For example, the relative structure and contents damages of a one story single-family residential
structure with a square footage of 1,200 square feet (sf) located in flood depth zone 1 (0 to 5 ft)
would be calculated as follows: $60/sf x 1200 sf x 33% = $23,760

5.2.2 Damage to Land

There are a number of factors that contribute to the flood damage reduction benefit to land, both
vacant and improved. These include, but are not limited to, reduced cost of development, the
ability to secure financing for urban development projects, reduced cost of flood insurance,
changes in highest and best land use and preservation of land values. Based on a review by a
certified real estate appraiser, all parcels in the Consolidated District would be subject to a ten-
percent land damage factor. This is considered a conservatively low estimate of the assumed land
damages that would occur in recognition that the affected parcels could be inundated by a major
flood event.

As part of SAFCA’s 1990 Operation and Maintenance Assessment District No. 1 (District 1)
formation process, all properties were assigned a land value based on land use, geographic
location, parcel size and zoning. These base value estimates considered land alone, exclusive of
any building improvements. The values derived are not assessed value or market value for any
individual parcel of land. Rather they represent the value relationships between various land use
classifications. Details of the valuation methodology utilized in District 1 are provided in
Appendix A.

For the Consolidated District, a weighted average land value was calculated for all parcels within
the district boundary with the same land use code based on the County of Sacramento Assessor’s
land use codes (Appendix B). This calculation relied on the land values previously derived in
comnection with District 1. For example, previously derived land values for approximately
68,000 parcels classified as single-family residential were summed and then divided by the total
area of all such parcels. The result is a single land use value per acre for the single-family
residential land use category. Values for the other land use categories were similarly derived.
The resulting relative land use values were multiplied by the ten-percent land damage factor to
define the relative land damage values shown below. For agricultural land, the generalized Land
Use Index that was developed in connection with SAFCA’s 1995 North Area Local Capital
Assessment District No. 2 provided the basis for using a land value approximately equal to 10
percent of the corresponding single-family residential land value. Values of relative land damage
are provided in Table 5-3.

The amount of flood damages to land for a particular property is calculated using the actual
parcel acreage and the appropriate relative land damage value. For example, the flood damage
benefit to land for a single-family residential property with a parcel area of 0.17 acres would be
calculated as follows: $25,100/acre x 0.17 acres = $4,267

5.2.3 Total Relative Flood Damage Reduction Benefit

The total relative flood damage reduction benefit for each parcel in the Consolidated District is
the sum of the structure and content damages and the land damages associated with that parcel.
For example, the single-family residential property used in the above example calculations
would have total flood damage reduction benefits of $23,760 + $4,267 = $28,027.
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TABLE 5-3: RELATIVE LAND DAMAGE

Land Use Relative Land Damage ($/Acre)
Single-Family Residential B 25,100
Multi-Family Residential 27,800
Commercial 55,400
Industrial 14,500
Vacant Residential 12,100
Vacant Commercial 33,000
Vacant Industrial 6,700
Agricultural 2,500

5.3 DISTRICT BOUNDARIES AND PROJECT BENEFIT ZONES

The Consolidated District would fund the local share of the cost of the improvements needed to
provide “200-year” protection along the lower American and Sacramento Rivers and their
tributaries. Accordingly, the Consolidated District would encompass the properties in the *“200-
year” floodplain, using essentially the same boundaries as SAFCA’s District 1 “wet zone’. These
boundaries were defined by the Agency in 1991. They reflect SAFCA’s best judgment as to the
geographic extent of the area of inundation created by an uncontrolled “200-year” flood,
assuming a variety of levee failure locations. Approximately 140,000 parcels are within the
Consolidated District boundary, with about 120,000 parcels being single-family residential.

In order to properly reflect the unique geography of the “200-year” floodplain and the design of
the area’s flood control system, the Consolidated District would be divided into eight project
benefit zones. Each of these zones would be tied to the specific set of projects and activities that
impart a direct flood damage reduction benefit to that zone. As shown in Figure 5-3, these zones
would be defined as follows:

1. The Natomas Basin (NB) zone would consist of the area with in the Natomas basin that was
not part of the North Area Local Project Capital Assessment District No. 2 (District 2). This
zone would fund the local share of the levee improvements around the Natomas Basin;

2. The Natomas Basin/North Area Local Project (NB/NALP) zone would consist of the area
within the Natomas basin that was included in District 2. This zone would fund the local
share of the levee improvements around the Natomas basin and continue to contribute to a
share of the remaining debt on the North Area Local Project (NALP);

3. The North Sacramento/North Area Local Project (NS/NALP) zone would consist of the area
east of Natomas and north of Arcade Creek that was included in District 2 because of the
potential for flooding from Dry Creek, Arcade Creek and the Natomas East Main Drainage
Canal. This zone would fund any additional local levee improvements needed to prevent this
flooding and continue to contribute to a share of the remaining debt on the NALP;
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FIGURE 5-3: PROJECT BENEFIT ZONES
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4. The American River/North Area Local Project (AR/NALP) zone would consist of the area
east of Natomas and south of Arcade Creek that was included in District 2 due to the
potential for flooding from Arcade Creek and the Natomas East Main Drainage Canal and is
also subject to flooding from the American River. This zone would fund a share of the
improvements to Folsom Dam, levee improvements along the American River, and
environmental enhancements to Folsom Dam and the American River Parkway, and continue
to contribute to a share of the remaining debt on the NALP;

5. The American River (AR) zone would consist of the area that is subject flooding only from
the American River. This zone would fund a share of the improvements to Folsom Dam,
levee improvements along the American River and environmental enhancements to Folsom
Dam and the American River Parkway;

6. American River and Sacramento River (AR/SR) zone would consist of the area that is
subject to flooding from two sources: the American River and the Sacramento River. This
zone would fund a share of the improvements to Folsom Dam, levee improvements along the
American River, environmental enhancements to Folsom Dam and the American River
Parkway, and improvements to the Sacramento River levee south of the American River;

7. The American River/Sacramento River/South Sacramento Streams Group (AR/SR/SSSG)
zone would consist of the area that 1s subject to flooding from the American River, the
Sacramento River and Morrison Creek and its tributaries (South Sacramento Streams Group).
This zone would fund a share of the improvements to Folsom Dam, levee improvements
along the American River, environmental enhancements to Folsom Dam and the American
River Parkway, improvements to the Sacramento River levee south of the American River
and improvements to the South Sacramento Streams Group levees; and

8. The American River/South Sacramento Streams Group (AR/SSSG) zone would consist of
the area subject to flooding from the American River and the South Sacramento Streams
Group. This zone would fund a share of the improvements to Folsom Dam, levee
improvements along the American River, environmental enhancements to Folsom Dam and
the American River Parkway, and improvements to the South Sacramento Streams Group
levees.

5.4 ASSESSMENT SPREAD

The amount of the annual assessments collected from each project benefit zone is sized to be
sufficient to cover the local share of the cost of the improvements protecting that zone and the
system operation and maintenance costs associated with these improvements. These costs were
described in Section 3 and presented in Tables 3-1, 3-2 and 4-1. As shown in Table 5-4, the
annual revenues required to fund these costs were allocated to the project benefit zones in
proportion to the total relative flood damage reduction benefits they receive from the affected
improvements. The assessment rate for each parcel in the Consolidated District is calculated by
dividing the amount of annual revenue required to support each funded set of projects by the
total relative flood damage reduction benefits for all parcels within the benefit zones protected
by that set. Because this calculation accounts for the relative flood depths applicable to each
parcel, it is dependent on the flood depth maps that were separately created for the American
River and
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TABLE 5-4: ALLOCATION OF SAFCA ANNUAL COSTS TO BENEFIT ZONES

Folsom Dam and Bacramento Natobios Soiith North Bystem
Project Feature American River River Sdacramento Sacramento | Operation and

Improvements :
Improvements Improvements " Streams Group | Improvements Maintenance

Annual Cost ($M) 58 47 52 31 50,16 $0.27 $2.80 220 $18.11 ‘
Benefit Zone

NALP Debt
Service

E $0.09 $0.02 $0.11
E $2.22 $0.58 $1.72 $4.52
$0.27 $0.10 $0.22 $0.59

$0.45 $0.08 $0.26 $0.79

AR $4.49 $0.79 $5.28
$1.65 $0.95 $0.44 $3.04

S¢ $1.65 $0.95 $0.14 $0.71 $3.45

S¢ $0.23 $0.02 $0.08 $0.33
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Sacramento River (AR/SR) floodplain and the South Sacramento Streams Group (SSSG)
floodplain (Figures 5-1 and 5-2). These assessment rates are then aggregated for all funded sets
of projects to create the aggregate assessment rates for all project benefit zones in the
Consolidated District. These aggregate assessment rates are shown in Table 5-5. The annual
assessment for each parcel is computed by multiplying that parcel’s total relative flood damage
reduction benefit by the appropriate aggregate assessment rate.

The details of applying the assessment rates to calculate an individual parcel’s assessment are
illustrated in Appendix C. The assessments on properties in the combined AR/SR and SSSG
flood depth zones were calculated separately for each zone and then added together. The formula
used to calculate assessments for all parcels can be expressed as follows:

[(Building Rate)(Building Square Footage)] + [(Parcel Rate)(Parcel Acreage)] = Annual
Assessment

e Building Rate is a function of Benefit Zone, Land Use, and Flood Depth Zone

e Parcel Rate is a function of Benefit Zone and Land Use

e Square Footage for the first and second stories of all residential structures and for the first
story of all commercial and industrial structures was determined for each improved parcel in
the Consolidated District using data available from the County Assessor’s records or other
sources

e Parcel Acreage was obtained from the County Assessor’s records

e Land Use categories were assigned to each parcel based on the County Assessor’s Land Use
Codes (Appendix B) and the assignments provided in Appendix D. The exceptions were
parcels in Natomas (NB) outside the developed or developing area (NB-NALP) that are
zoned for agricultural use but have a vacant residential County Assessor’s Land Use Code.
Such parcels were classified as agricultural based on zoning designation to more correctly
reflect the current use of the land and associated relative flood damage reduction benefit.

e Benefit Zones are as shown in Figure 5-3
e Flood Depth Zones are as defined in Figures 5-1 and 5-2

e Table 5-6 contains the Building Rate and Parcel Rate multipliers for the various Land Use
categories, Benefit Zones and Flood Depth Zones. The use of Table 5-6 is demonstrated in
the example assessment calculations below.,

5.5 EXAMPLE ASSESSMENT CALCULATIONS

Using the assessment formula, Table 5-6 and the steps listed below, an individual parcel’s
assessment for either a current land use or potential future land use can be conveniently
calculated.

e Step 1 —using Figure 5-3, determine the Benefit Zone for the property
e Step 2 — determine the appropriate Land Use category for the property

e Step 3 — using Figure 5-1 and, if in Benefit Zones AR-SR-SSSG or AR-S8SS8G, Figure 5-2,
determine the Flood Depth Zone(s) for the property

e Step 4 — using Table 5-6, determine the appropriate Parcel Rate and Building Rate
multipliers.
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TABLE 5-5: ASSESSMENT RATES

Project Benefit Zone Assessment Rai:'e Assessment Ra_te
___ AR/SR Floodplain SSS8G6 Floodplain
NB 0.00070966
NB-NALP 0.00117603
NS-NALP 0.00125000
AR-NALP 0.00142348
AR 0.000957 11
AR-SR 0.00149967
AR-SR-S55G 0.00162933 0.00006915
AR-555G 0.00108677 0.00006915

e Step 5 — insert the actual parcel acreage and appropriate building square footage into the
assessment formula and calculate the assessment

The following examples illustrate such calculations.

Example 1

Assume a one story single-family residential property located in the Benefit Zone NB-NALP,
Flood Depth Zone 2, parcel size is 0.14 acres and building square footage is 1,500 square feet.

From Table 5-6, Parcel Rate = 29.518 and Building Rate = 0. 049393. The assessment is
calculated as:

(0.049393 x 1,500 sf) + (29.518 x 0.14 ac) = $78

Example 2

Assume a two story single-family residential property located in the Benefit Zone NB-NALP,
Flood Depth Zone 2, parcel size is 0.14 acres and building square footage is 2,300 square feet.

From Table 5-6, Parcel Rate = 29.518 and Building Rate = 0.037398 . The assessment is
calculated as:

(0.037398 x 2,200 sf) + (29.518 x 0.14 ac) = $86
Example 3

Assume a commercial property located in Benefit Zone AR, Flood Depth Zone 3, parcel size is
0.8 acres and building first-floor square footage is 6,200 square feet.

From Table 5-6, Parcel Rate = 53.024 and Building Rate = 0.097817. The assessment is
calculated as:

(0.097817 x 6,200 sf) + (53.024 x 0.8 ac) = $649
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TABLE 5-6: BUILDING AND PARCEL RATES BY LAND USE AND BENEFIT ZONE

Banelit Zone] NE KENALP KSHALP
RISK Fluoh Depth] 0w s | Bip 107 GT 10 1 0005 | 5 g 107 ] GT 16" | ofed | ¥ eal | GT 1y
Flood Depth Zonel 5 3 1 2 3 1 5 3
Land Use Rats
I _
Sinie-Famil Residential Farcelioer Aere){2) 1EE12) 842 AddiEE 28838 280108 20.598] SLETS) 80878 31878
OneiStory (1) (8] Bulding {per Buiding Sq F) | 0.014001| 0029806 | 0 033638| 0.023286) 0 049793 0.055744] 0.024750| 0,052500| 0059250
SigiFariily Resieits) Partel fner dorey 12 ‘7o) izl 17813l sasie| osete, cos1s| aar| oiare a1as
Two Story (3} lilding (e Bulding Sq Ft) | 0 011071] 0022667 0028605 0013346) 0087598 0047276 6018500 0039750 0656050
R et Fasce| (per Ahe) 17812] 17aiz  AT812| 26518 29548, 20618 alave| ois7s| 3 a7s
floir tevel o7 higiher Bulleing (per Uit g Yy | 0.00851¢| 0018309 0028528 | 00141 12| 0030342, 0047276 0.015000| 0032250 005050
it iy Rigsidlritial | Batbel fnkkaciay 19778] 19723 197280 3n6od ar6od|  8ze04| 34780 24vE0] 34750
O’ S0y (3] Building (per Building Sq Ft} 0014981 0.020806 | 0.033638| 0.023785| 0.049393 0055744 0.024750| 0052500, 0.058250]
Sk Panily Residantial paitel {per Aore 19728] 18728 19728 oue94] apesal czges| 34750 84750, 54750
Tieo By (3) B (per Buliding Bq FE | 0007 | 0028567 0026528 61018348 0087808 Bod7ere| 0.019500] 0.080750] 0.050250
WWWWWW
' - . Parcel (et Atre) agotel  gesis goodnl seaesl  egosnl esaap| cesosg] goos0l e
OIMErcIs
Buiiding {per FFSa Py | 0.035767| 0 002005 0072527 | 0.059274| .102002| 0 120190] 0.064000| 0109575 0 127750,
' _— Pareel [per Acte) 10290 40790, 102901 17.060] 47082, 17062 18125 15135 18 125]
LSS
Building (per FF SqFY | 0.026267| 0.037257 00432571 6.043613| 0.061741| 0079970| 0.046250 0.065625| 0085000
e Parcel [per Atie) 8587|5547 55971 14230| 14730 14230 (B106| 154%8 13428
Vagant Resldential
Biiiding fper FR 8T i ¢ & 4 e & Q G i
‘ Parce! {vor Avre) saatel ohadg 2akigl anmbn| assos) ei0s| anzBo|  4a'oel wdzsh
VagantCormersial
Building (per FF:S6 F & 0 & & & & & & .
Prrpel (er Aare arss  udghal ayesl yvevsl  wavel  vsvel  esisl o saTal sars
Nacanti ndustiz)
Bulding {per FE Sg £ 0 0 & 4} 2 o] 4} bl &
Kariiirl Parce! (par Acrs) 1778|1774 1774 oed0| cousnl 2940 moze|  2oe 3 198)
[
Building (per PRS0 F | 0.026957] 0.037257) 0 04A2571 0.043513| 0.061747] 0078570 §.048250] 0.065676] 0.085000

{1y Includes condominiums on first floor level

{21 Forlacge ot Bingle Family Residential parcels iparcel ares
Greater ihan 05 socssmultiphy grea greater than Qhsore by Agrivuliural Parcsi vate:
{33 Tutal Bulloing SF nut insluding Garagg ares
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TABLE 5-6: BUILDING AND PARCEL RATES BY LAND USE AND BENEFIT ZONE (CONTINUED)

Henslt Zong] ARNALS i AR ARGSR

AHIZE Flobd Depth] 005" | Badl | GT 10 . 008" | St 0 | GLA0 | 0as | 5 i 10

flopdpeptnigene, 1 2 % | 1 | 2 1 % 1 i | 2 |

Land Use Rate ] _ . 1
Sihgle-Fa iy Resids Parcsl (pebAcrey ssoree  asTral  asovwe| nanos| vanre) Zeodel  avaen| srsa
Qe Story {13(3] Sultding (per Building Sa | 0028185 G.089788] 0.051473| 0018081 | 0040108 Dioassa7] .02080s| Biosvoes

;. | : , ) ! L
BinaleFamily Residantial Barcdl{ner Acrai amres  arel  Smres| bagsd| pmural zapva]  drsen| s
TG SIS Bulleing(perBullding Sart] 0.002208 1o.oes26T] Dot sotesst| 0ga043s] voseaTel0 02385 ] 0.0eTEs0
s e
O SRR - SaEE A Parcal (Bai Atte) shsel  Sevegl  anges| panza| oupsal mapsal  aresn| srsa
floprlevel or higher Building per Unitsd Fy - Jopi708s Goosvze] nonrzal o oriags onzdeas! possarel n.01ra08| 0038801

Kb Al Eedide i Parcel st Acre) sasrs 3857y sesys| oesos| sescel zemos] avesi| stew
Onie Btory (3) Blilding (pef Building Sq Ft) | 0.028185| 0 059786 0.067473| 0.018951| 0 0a0198| 0045367} 0.029683 | 6.062985
T — Pafcel par Adre) 30573 36573 sasvs| oceeos| seesos| sakos] avesi| wigoy
Tio S0y (3 Sullging (per Bullding Sq Fiv | 0022206 10.0es567] 0 057224 B0iebe1 | 00204351 bossarslo.0ains] 0 oeress

Parcelingr Acie) 18861 78861 FBi8G1 83,024 2310241 B304 83.082 88.08<

Budding (per =F Sq kL QT 1744 1 CA24055 ] 140480 10048238 [ . C:083747 1 O.LRTEI L .01 0583 . 1322
0 A O
ParcalinanAcre) 0641 20841 044 18.873 138718 18.8081F 2L74Bl 21748

Buiding (par FF S F 0062668 1 C.074733] 0.008707 10035413 | 0. 0002481 ©.06580841:4.058488[ 0078733
A T

Gommergial

Industrial

: . ParcelineiAgre) 17iena 12024 17204 14581 $1.581 14,5849 18,145 1848
Vacant Residential
Blliding (per FFR By EY & o} ¢ 4] ] o} 0] 0
0 S
. FarelinalAcre) 46075 AGETS e6.075] 121588 3458k 34.588 daagal  494eq
Yacant Gormdercial
Sullding {peritF S FH A (o] 44 3] t] 4 4] 1)
: Paivelinel Acre) 2587 GE37 0637 4413 B8 843 10048 16048
Vacantindustiz
Biliding (perFE Sqed o] ¢} G o} (o] & o] g
e
. ParealinalAcre) 358G S058 3,569 2363 2393 %2608 3789 3748
Agrigutiral

Budding {perrE.Sq By O0ELG0Y Q04T DILGETeT | CO354 13 |10 GB02A8 ] U LA5084 1. 0B8488 10073733

(1) Includes condorniniums on first fioor level

{2y Forlarge ot Single Family Residential percels (parcel srea
crmater e, 0.8 acresimiitiphyards: grvator than 0.0 aci by Agn
£33 Tokal BUilding SE pot intlGding garage area
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TABLE 5-6: BUILDING AND PARCEL RATES BY LAND USE AND BENEFIT ZONE (CONTINUED)

Single-Family Residential
Two Story (3)

Condominiums -- second
floor level or higher

Multi-Family Residential
One Story (3)

Multi-Family Residential
Two Story (3)

Commercial

Industrial

Vacant Residential

Vacant Commercial

Vacant Industrial

Agricultural

Parcel {per Acre) (2)

42.632

42.632

42.632

42.632

e B | S S |

42.632

Benefit Zone ARSR5550 AR-S850
BRER epth| 0'to & 5o 10 eTI0 Ttos
Flo Zon 1 2 3 1
558 epth| 005 | 0o | 5wi0 | 0ws | Fwil | s
Flo Je| Zaone 1 1 2 1 2 1
Land Use Rate
Single-Family Residential Parcel (per Acre) (2) a2632]  4azesz|  azesz|  azese|  azes: 20,014
Ore Story (1) {3) Building (per Building Sq Fty | 0.033630] 0.080801] 0.071336] 0.072600| 0.080135| 0.022887

29.014

Building {per Building Sg Ft)

Parcel {per Acre)

0.026496

42.632

0.052892

42.632

0.024012

42.632

0.066578

42.632

0.067598

T e e e e e e e

42.632

0.018032

29.014

Building {per Unit Sq Ft)

Parcel (per Acre)

0.020382

47.218

0.042867

47.218

0.043821

47.218

0.066329

47.218

0.067283

e ) 0000000 s |

47.218

0.013871

32135

Building {per Building Sg Ft)

Parcel (per Acre)

0.033630

47.218

0.069801

47.218

0.071336

47.218

0.078600

47.218

0.080135

T o e e

47.218

0.022887

32.135

Building {per Building Sg Ft)

Parcel (per Acre)

0.026496

94.096)

0.052892

94.096

0.054012

94.096

0.066578

94.096

0.067698

5 5000005005006 50005 . o |

94.096

0.018032

64.038

Building (per FF Sq Ft)

Parcel {per Acre)

0.085604

24.628

0.146052

24.628

0.148618

24.628

0.170003

24.628

0.172569

5 5000005005006 50005 . o |

24.628

0.058259

16.761

Building {per FF Sq Ft)

Parcel {per Acre)

0.062844

20.552

0.088099

20.552

0.089171

20.552

0.113353

20.552

0.114425

B s |

20.552

0.042769

13.987

Building {per FF Sq Ft)

Parcel {per Acre)

0

56.050

0

56.050

0

56.050

0

56.050

0

e B | S S |

56.050

Building {per FF Sq Ft)

Parcel {per Acre)

0

11.380

0

11.380

0

11.380

0

11.380

T e e e e e e e

Building (per FF Sq Ft)

Parcel (per Acre)

0

4.246

0

4.246

0

4.246

0

4.246

e ) 0000000 s |

4.246

2.890

Building (per FF Sq Ft)

0.062844

0.088099

0.089171

0.113353

0.114425

0.042769

(1) Includes condominiums on first floor level

(2) For large ot Single Family Residential parcels (parcel area
greater than 0.5 acres) multiply area greater than 0.5 acre by Agricultural Parcel rate.
(3) Total Building SF not including garage area

Final Engineer’s Report

SAFCA Consolidated Capital Assessment District

5-15

April 19, 2007



Example 4

Assume an industrial property located in Benefit Zone AR-SR, Flood Depth Zone 1, parcel size
is 1.75 acres and building first floor square footage is 14,000 square feet.

From Table 5-6, Parcel Rate = 21.745 and Building Rate = 0.055488. The assessment is
calculated as:

(0.055488 x 14,000 sf) + (21,745 x 1.75 ac) = $815

Example 5

Assume a one story single-family residential property located in Benefit Zone AR-SR-SSSG,
Flood Depth Zone for AR-SR is 2, Flood Depth Zone for SSSG is 1, parcel size is 0.17 acres and
building square footage is 1,550 square feet.

From Table 5-6, Parcel Rate = 42.632 and Building Rate = 0.069801. The assessment is
calculated as:

(0.069801 x 1,550 sf) + (42.632 x 0.17 ac) = $115
56 SPECIAL PROCEDURES

Condominiums. Condominium unit owners typically have an undivided interest in the structure
“shell.” Condominium units located on the first floor were assessed for damages to structure and
contents. In flood depths 0 to 5 feet and 5 to 10 feet, condominium units on the second floor or
higher were assessed for structure damages only. In the greater than 10 feet flood zone,
condominium units on second floor were assessed for structure and content damages while units
above the second floor were assessed for structure damages only. The land damage benefit is
allocated to the common parcel owned by the condominium’s homeowner association.

Public Parcels. Consistent with the requirements of Proposition 218, all publicly owned parcels
are assessed proportionately to the special flood damage reduction benefit they receive from the
improvements. That is, public parcels are treated the same as privately owned parcels for
assessment calculation purposes. As shown in Appendix D, County Assessor’s land use codes
were used to classify privately owned properties into land use categories (e.g., single-family
residential, multi-family residential, commercial, industrial, and corresponding vacant
categories). For public parcels, however, the Assessor’s land use codes only designate the type
of public ownership. Therefore, to calculate assessments for these parcels, a land use category
was assigned to each public parcel based on its current use.

Minimum Assessments. The minimum annual assessment will be $1.50 to reflect SAFCA’s cost
to administer the Assessment District roll. All annual assessments calculated to be less than
$1.50 will be raised to the $1.50 minimum.

Updating Assessment Rolls. Recalculating assessments on an annual basis would accommodate
changes in the Consolidated District over time. These changes can result from development
activity such as recordation of subdivision maps, zoning changes, conditional use permits, and
lot splits. An increase in building square footage, placement of a structure on an undeveloped
parcel, or other such changes would trigger a recalculation of the assessment on the underlying

property.
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It is recognized that when dealing with the thousands of parcels that will be part of the
Consolidated District, using information from the Sacramento County Assessor’s Office as the
primary source of data for individual parcel characteristics may lead to some errors and some
circumstances that do not precisely fit the intent of the new district. Where such circumstances
are discovered, either by the persons administering the Consolidated District or by the owners of
the properties affected, the Executive Director of SAFCA (or his designee) shall review such
circumstances. The Executive Director (or his designee) shall determine if corrections or
adjustments are appropriate, any such corrections or adjustments being consistent with the
concept, intent and parameters of the Consolidated District as set forth herein. Unless such
proposed changes are appealed to the SAFCA Board of Directors, they will be incorporated into
the assessment roll.

5.7 ELIMINATION OF EXISTING ASSESSMENT DISTRICTS

The Consolidated District would eliminate and replace SAFCA’s two existing capital assessment
districts: the North Area Local Project Capital Assessment District No. 2 (District 2) and the
American River/South Sacramento Streams Group Capital Assessment District No. 3 (District
3). See Figure 5-4. Both of these are special benefit assessment districts.

SAFCA’s existing Operations and Maintenance Assessment District No. 1 (District 1) provides
for the Agency’s planning and administration activities and for operations and maintenance costs
associated with completed projects. District 1 will continue to exist and is not affected by the
potential formation of the Consolidated District.

District 2 was created by the SAFCA Board in 1995 prior to the passage of Proposition 218. It
funded the cost of the improvements needed to protect the Natomas basin and portions of the
North Sacramento floodplain east of the basin from a “200-year” flood along the lower
American River, Dry Creek, Arcade Creek and the Natomas East Main Drainage Canal. These
improvements were funded primarily through the issuance of bonds totaling approximately $46
million in 1995 and 1996. Additional funding has come from Federal and State reimbursements
($22 mullion); development fees ($4 million); interest earnings ($4.5 million); and a lump sum
contribution from the Sacramento International Airport ($8.2 million). Altogether, approximately
$89 million has been spent to accomplish the objectives of the North Area L.ocal Project. The
1995 and 1996 bonds were refinanced in 2005 with an outstanding principal balance of $34.5
and annual debt service payments of $2.8 million due through 2025. If the Consolidated District
is formed, this debt would be refinanced and the repayment period extended to 2037 consistent
with the life of the district. This would reduce the annual debt service payments to $2.2 million.
These payments would be assigned to the properties that currently make up District 2 and that
continue to benefit from the accomplishments of the North Area Local Project, excluding the
Airport which paid its share of the cost of the project in a lump sum.

District 3 was formed in 2000 following a mail balloting process conducted under the
requirements of Proposition 218. District 3 has funded the local share of the cost of the
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FIGURE 5-4: SAFCA ASSESSMENT DISTRICTS
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improvements needed to provide at least a 100-year level of flood protection to the areas outside
of Natomas that were subject to flooding from the American River and the South Sacramento
Streams Group. Because of the availability of Federal and State cost sharing, District 3 has been
able to provide the local share of the cost of improving the levees along the American River and
the South Sacramento Streams Group and initiating the design of improvements to Folsom Dam
without having to issue bonds. As a result of this work, approximately 60 percent of the parcels
in District 3 were removed from the federally regulated 100-year floodplain in 2004 and another
35 percent are likely to be removed in March 2007. The remaining 5 percent of the parcels are
expected to be removed over the next three to five years. Thus, District 3 has largely
accomplished its primary objective. This has involved expenditures of approximately $220
million, of which the local contribution has been approximately $34 million.

Two public agencies, Department of General Services, State of California, and Sacramento
Regional Transit District, prepaid their District 3 assessment on certain parcels as a lump sum. If
the Consolidated District is formed, District 3 will be replaced and eliminated half-way through
its authorized life. In that event, the assessments on the specific parcels affected by the
prepayments will be reduced to reflect one-half of the prepayment amounts and the assessment-
weighted ballots for these parcels will likewise reflect this reduction. State and Regional Transit
parcels in the Consolidated District that were not part of the lump sum prepayment for District 3
will be assessed without adjustment.

Replacement of Districts 2 and 3 by the proposed Consolidated District will result in elimination
of the annual assessments associated with Districts 2 and 3 and replacement with the new
assessment described in this Engineer’s Report. Thus, within these existing districts, the new
assessment will represent a net change rather than a cumulative increase in assessments. Table 5-
7 presents a comparison of the average net increase for single family residential (SFR) parcels
across all eight benefit zones and for the entire Consolidated District. Table 5-8 provides a
comparison of the average net change in commercial assessments per 1000 square feet (SF) of
building area for all eight benefit zones and for the entire Consolidated District. Table 5-9
contains a similar comparison for industrial assessments per 1,000 SF of building area.
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TABLE 5-7: AVERAGE SINGLE FAMILY RESIDENTIAL ASSESSMENTS

Zone
NB

| cdsngAsscssmemts | |

Stories
1

District 2 | District 3
$0

2 6 $ $0 $
NB-NALP 1 13,236 $64
2 10,660 $63
NS-NALP 1 3761 | $55 $51 $51 $4
2 668 $63 $53 $53
AR-NALP 1 3,338 $53 $5 $16 $21
2 297 $58 $6 $16 §22
AR 1 36,424 $37 $16 $16
2 8,446 $ $13 $
AR-SR 1 11,028 $ $17 $
2 3,393 $18
g‘g'S%R' 1 17,301 $40
2 4,618 $ $40 $
AR-SSSG 1 4,682 $3 $15 $
1,378 $11
Total District 1 89,835 5 2¢
2 29,466 $79 $37
AllSFR | 119,301 $64 $31
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TABLE 5-8: AVERAGE COMMERCIAL ASSESSMENTS
PER 1000 SF OF BUILDING AREA

Benefit Mo, .
Commercial
Zone
Parcels

NB 4 30
NB-NALP 578 $124
NS-NALP 68 $74 4 37
AR-NALP 297 %3 $26 $29
AR 1,641 $21 $21
AR-8R 1572 $28 %28
AR-SR-888G 189 $61 $61
AR-8588G 55 $37 ST
Total District 4,404

TABLE 5-9: AVERAGE INDUSTRIAL ASSESSMENTS
(PER 1 SF OF BUILDING AREA)

Existing Assessments

Benefit Zone lhd:;lgirial District 2 | District 3
Parcels

NB

NB-NALP 172 $54 $54

NS-NALP 99 $35 335

AR-NALP 145 51 $20 3521

AR 911 $11

AR-SR 224 $19

AR-SR-555G 22 $27

AR-558G 19 $22

Total District 1,593 $
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6.0 CONCLUSIONS

It is concluded that the proposed new assessments do not exceed the special benefit received by
the properties assessed over and above the benefits conferred on the public at large. It is also
concluded that the amount of each assessment is proportional to, and no greater than, the special
benefits conferred on each property assessed.

By: Robert J. Cermak, P.E.
PB
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7.0 SCHEDULE

In order to have Fiscal Year 2007-08 assessments collected on the Sacramento County and Sutter
County tax bills, the assessment roll for the Consolidated District must be endorsed and filed
with the County Auditor/Tax Collector no later than August 15, 2007. A schedule to meet this
requirement is as follows:

February 13, 2007 Engineer’s Report filed and delivered to Board

Board Meeting/Public Hearing on the Consolidated District:

Board Action: Adopt Resolution of Intention to undertake a special capital
assessment proceeding for the formation of the Consolidated District,

Board Action: Adopt resclution tentatively approving the Engineer's Report and
fixing the date, time and place for a public hearing to consider formation of the
Consolidated District.

Board Action: certify FEIR for the flood control improvements that would be
financed by the Consolidated District.

February 15, 2007

March 2, 2007 Clerk of the Board mails notice of hearing and assessment district ballots.

March 5to 15, 2007 | SAFCA presents Community Workshops on the Consolidated District.

Board Meeting/Public Hearing on formation of the Consolidated District:

Open public hearing

Opportunity for property owners to cast ballot or change ballot

Consider any protests lodged against the Consolidated District

April 19, 2007 Determine whether any modifications need to be made toc Engineer's Report
Close public hearing

Direct Clerk of Board to tabulate the assessment ballots

Adjourn Board meeting to allow the Clerk time to tabulate the ballots, including
any submitted at the hearing.

Reconvene Board meeting:

Board Action: Receive and certify ballot tabulation

Board Action: Assuming no majority protest, adopt Resolution Confirming
Engineer’s Report (including any modifications to the report); ordering formation
of the Consolidated District and the levy and collection of assessments, and the
sale of bonds as necessary to implement the project

If Consolidated District is formed, assessment roll transmitted to Sacramento
County and Sutter County Auditor/Tax Collector for inclusion on County tax bills.

April 26, 2007

August 15, 2007

October 31, 2007 Final day for property tax bills to be mailed.
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PURPOSE

BASE LAND VALUE APPRAISAL REPOET
SAFCA ASSESSMENT DISTRICT RO. 1

To provide appraisal services to establish base land values for various
land use categories within SAFCA Assessment District No. 1 (District) area of

influence

in Sscramento County and a portion of South Sutter County.

This report and recommendation of base land values specifically addresses

the follo

1.

wing points:

All parcels within the District have been classified and valued

for

use in the benefit assessment process by counly assessor's parcel

number.

The respective base wvalues will bear a relationship te the preperty

area, usage and zoning as reflected in the classification system.
The valuarion methodelogy will apply equally ro all properties.

The benefit relationship as it applies to individual parcels will be

adminiscered by the District and is not addressed in this report.
The base wvalue estimates consider land alone, exclusive of
building improvements, A

The base value recommendations for each land area classificarion
not representative of faily market value,

LAND APPRALSAL SERVICES

General

The
lands wit
reviewed

purpose of this report is to provide valuation data relative to
hin the District that can be utiliged by the Assessment Engineer
by the Valuation Assessment Commissioners.

any

ATEe

the
and

The work Tequired te prepare the requested information was completed in

the follo
Scope of
Task
Task
Task
Task

Task

wing sequence:
Work

1 — All TImpacted Parcels Have Been Identified
2 ~ Locations of Impacted Parcels Have Been Determined

3 ~ The Land Use Codes Established by the [Respeccive Countoy
Assessor's Office Have Been Analyzed by Location and Number of

Parcels

4 - Base Land Values by Land Use and Use Code Categories Have Been

Establiched By Market Data Analysis
5 - A& Land VYalue Report Has Been Prepared and Transmitted to
Assessment Engineey

the

6§ — sppraisal Staff of Dutra Appraisal Service Has and ¥ill Continue

to Attend Meetings

7 - Durra Appraisal Service Szaff Will Plan To Advise and Neview

Tssues Related to Disputed Values



Task 1 - Listing of Impacted Parcels

The Assessment Engineer has provided the appraiser a current listing of
all parcels that are being impacted by the formation of the proposed
assessment Distriecr. This listing included the following information:

A. Parcel Number in accordance with the respective County Tax Assessor
oifices.

B. Parcel land use code, parcel size and zoning. The land use
categories being used are five in number as follows:

- Agricultural

Commercial

Induscrial -

Residential !
. Miscellaneous

°

(VIR SR P W
M

C. Size of parcel in acreage or by square footage for all parcels.
Task 2 — Locations of Impacted Parcels

The Assessment Engineer has provided locations of all parcels. Said
identification was by assessor parcel number and County Asssssor's parcel
BADS »

Task 3 = Development of CGeneral Land and Use Code Value Cavegories

The appraiser has reviewed the existing land use and use code aategari95,”
This review included a study of market transactions for the 30-month periocd of
July 1988 ce December 19%0. The resulting amalysis indicated the following
land use categories:

Number Classification Sub-Classification

1 agricultural F

2 Commercial Gil-ia

2 Indusrcrial T 1-3

4 Residential R G-11

5 Miscellaneous Code based on predominant

use of above classificarions
The general use category and sub classification value system has been
applied on a per~sguare-~foot-of-land-area basis,
Task 4 - Development of Land Values by Land lse Classification

The appraiserfconsultant has emploved recognized real esrvate appraisal
rechniques to: o

&. Develop a consistent and logical land use classificarnion system with
applicacion to the specific task at hand.



B. The principal basis of said classificarion system is a reflection of
the market activity on lands within the confines of the District.

C. The ciry and county use code were adhered to in the District
valuation. :

D. An analysis of property size, particularly those parcels less than
one acre, was conducted to ascertain proper and meaningful value
estimates. All properties were valued on the basis of total square
frer as determined by the County Assessor's Office or the Assessment
Engineer. C

¥. Sales data within the District was collercted and analvzed. Said data
determined the assigned value for sach land classification.

F. Upon completion of this sales aualysis, wunit values were assigned to
sach land classification. Value codes were DBased upen a
per-square~foor basis. It was the appraiser’s goal o insure a
consistent and uniform application of -the unit values within and
between each class and category of property.

Task 3 - Prepare and Issue Reports

The appraiser has prepared and transmitted a valuation report that sets
forth the methodology used In arriving at the selected land values by land use
catagary. Said document iz Identified as the Base Land Value Appraisal
Report. This report includes a "Property Inventory Listing.® This listing is
arranged in parcel number erder. the significant entries include the
following:

Parcel Number

Parcel Size
Classification

Use Code, Value Code
Property VYalue

Task 6 —~ Arrend Meetings{Coordination

To maintain a consiscency of action with other participants in tghe
project, the appraiser has and will continue to attend the working commictee
meetings and most public meetings to be conducted in accordance with the
Bistricr Assessment Requirements.

Task 7 — Advise and Review Issvues Related to Disputed Values
The appraiser will be available te advise and review problems that

develop due ro errvors of Area, HMapping, and Valuarion issues. This service
will apply to the currenr "Properiy Inventory Liscing.”



VALUATION METHODOLOGY

To facilitate and simplify the process of wvaluing the property
encompassed within the District and to provide the assessment data, three
significant property characteristics were analyzed to develop a consistent
valuation approach in an interrelated pattern as follows:

1. Use Code

The use code as determined by the Sacramento and Sutter County
Assessors? office was used in the valuation process. In the instance
where the use code differs from the zoning, as of March 1, 199, the
appraiser relied wost heavily upon the use code classification.

2. Location

Land values are greatly influenced by the parcel location within the
District. This was taken into account in determining the base land
values.

3. FParcel Size
The parcel size in conjunction with the value code determined the
base land value used in the valuation process.

The wvalue sought in this anslysis is based upon commonly accepted
principles of real estate appraising in deriving fee simple markst wvalue. The'
exception of this principle is that the value derived is not market value for
any one parcel of land being valued. The primary purpose of this phase is the
establishment of value relationships betwsen the vavrious property classifica-
tions.

This value relatvionship is applicable to aill of the propertvies within the
Bistrict, i.e., approximarely 303,600 parcels of land.

The estimation of a property’s value involves a systematic process in
which the appraisal problem is defined and the data required is gathered,
analyzed and interpreted into an estimate of wvalue. Traditionally, three
methods of valuation have been used iIn appralsing: the cost, marketr and
income approaches.

However, due to the nature and purpese of the property being appraised,

the cost and inceme approaches to value will not be urilized. This places the
emphasis upon the market data appreach o value.

ey



The market daka approach involves the comparison of the property or class
of properties to similar properties that have been recently sold or thar are
offered for sale. These sales are reviewed for differences such as the date
of 'sale, location of the site, physical characteristics, density, utility of
use and other factors. The comparable properties are then adjusted to
formulate & value range to the property being appralsed. i

The final step in the wvaluation appreach is the estimate of the final
value based upon the wmarket acrivity and estimated future worth of that
particulayr class of property as determined by the sales analysis.

The walue estimate indicated by this appreach is thewn reconciled into a
final wvalue conclusion for each class of propercy being wvalued within cthe
SAFCA Districet.

The valuation process is based upon a six-part procedure:

1. JCounty Assessor map books, ownership list and parcel datra is
turnished to the appraiser by the Assessment Engineer.

Z. Sales data for the larest thirty-month periocd in a book, use
code and parcel number listing is amalyzed by the appraisal
scaff. Supplementing this source of information are the sales
files of Dutra Apraisal Service. 3Said data has been analyzed in
both a field and office situation to assist the appraiser im
establishing the general level of value for the area.

3. The appraiser has determined the appropriate wvalue code,
reflecting the gewneral characreristics of the property. The
representative value for this code 1is applied to the square
foorage of each parcel by the Assessment Engineer and reviewed
and confirmed by the aAppraiser.

4. At the appraiser's discretion, audits of specific properties or
use code types will be conducted to test the consistency and
reliability of the value findings.

3. Based upon the test vesults, the original wvalue submission mavy
be changsd or errvors discovered in  the process will be
corrected.

6. At  the conclusion of the ‘testing period, wvalues will be
finalized.

The value codes and property values are organized on a genseral use cone
cept as follows:

all Agricultural Properties
' Yalue Codes

A~ — 5 JIO/S8F % 53,000fAcre
A2 — § L25/8F  $10,750/Acre
A-3F — § L50fSF $21,750fAcre
Awd o $1,00FSF 343,500/ Acre
A-T — $1.B0/85F  $65,000facre
A6 — §2.C0fSF  $87,120fAcre



Agriculrural properties are found in the northern and southern areas of
the Bistrict. The lower wvalues are For those properties most remote from
urban development having marginal potential for further development.

4Ll Commercial Properties

Gl = §  Z.007SF
G2 - § A 0UF8F
C~% - § 7.00f87
Gy — & 10, 00/8F
C-5 - & 15,00/8F
C-8 - § 25.00/5F
Cuw? - § 4D.OOJSF
GeB o & 70.00/8F
£-8 « 5100.00/8F
C-10- $150.00/8F

Commercial properties are distributed throughout the District. The
greatest concentratien is in downtown Sacramente, but there are shopping
centers, commercial strips, and isoclated commercially used property almost
everywhere,

The lower C-1 and €-2 wvalue codes were applied to those properties
located in mwarginal aveas, i.2., "Mom and Pop® opervations in disadvantaged
nelghborhoods. The highest, C-8, C~9 and €-10, value codes were limited to
high-densiry multi-story properties in downtown Sacramento. The mid-rangs
value codes were used in the shopping centers and commercial strip areas.

all Industrial Properties
M-1 — 31.50/5F
W2 - $3.00/8F
M3 - $5.00/8F

Industrial use properties are found throughout the area. The lowsst
values for industrial land were found in the vacant industrial areas and where
the induscrial complex was sparsely developed over a large sicte. The highest
value code was used in those areas of built-up planned industrial parks and in
those industrial areas in transition to comsercial use,

411 Residential Properties

R-0G -~ $ 1.00/SF
E-1 -~ § 2.00/5F
B2 -~ § 3.00/8F
R~3 -~ § 4.00/SF
"4 ~ § 5.00/5F
B-% -~ % 6.00/8F
B-G - } 7.00/8F
- B-7 -~ % B.30/5F
BB~ $10.00/5F
k-9 - $172.50/8F

E-10 ~ $15.00/5F
Bell = $25.00/5F -

=f—



The lower value codes are predominate in areas of large parcel size
properties or disadvantaged neighborhoods, or in areas removed from urban
influences. The mid-range, of value codes were scattered throughout the
District and are representative of the majority of residential property. The
extreme upper value codes are limited to quality condominium and planned unit
developments characterized by small pavcel sizes.

411 Miscellaneous Properties
The wvalue code for miscellaneous proper—
ties is based upon the predominate uses
within the location or wneighborhood of
the property being valued.

& percentage of the diserict properties 15 exempt £rom propsriy taxes;
these include bur are not limited to city, county, state and federally owned
and wused property, school and fire district property, some religious proper—
ties and mon-useable types of property. This report similarly exempts those
properties. However, they are listed to maintain an accurate inventory of the
properties present within the district,

& second class of properties owned by the wutilities, yailroads and
communication companies is included within this report. These properties are
listed In County Assessor parcel order with the other district parcels.
However, the property valuation has been established by the California State
Board of Equalization ss yepresented on the 19%0-1991 Ssacramente and Sutter
County Property Tax Roll.

In sunmary, The Land Value Report emphasizes & consistemcy of valuation
theory as it applies te all of the preoperty, subjecr to benefiz assessments
within the District. These valuarions do not represent market value for amy
one particular parcel.




ASSUMPTIORS AND LIMITING CONDITIONS

; This appraisal report and wvaluation contained herein ~are expressly
subject to the following assumptions and/or conditions:

2.

3.

%,

1G.

ii.

12.

Title to the property is marketabls.

Ho survey of the property has besn made ané property lines
{actual or proposed) as they appear on the ground are assumed to
be correct.

Dava, maps and descriptive data furnished by the client or his
representative are aocurate and correct,

He responsibilicy is assumed for matters of law or legal inter-—
pretation.

Hoe conditions exist that are wmot discoverable through normal,
diligent investigation, which would affecr the use and value of
the property. ' :
Ho responsibility is assumed for building permits, zone changes,
engineering or any other service or duty connected with legally
utilizing the respective properties.

The appraisal has been prepared on the premise thar there are no
emcumbrances or other wmatters not of record prohibiting the
utilization of the property under the povermmental use code.

The estimate of wvalue is subject to the purpose and date of
appraisal cutlined in the Engineer’s Report,

The estimare of wvalue iz based upon information and data from
sources believed reliable, correct and accurately reported.

The appraisal and report of the appraisal ave to be considered
in theiy entirety and use or dissemination of only a portion
thereof without priocr approval of the preparer and appropriazce
gualificarion will render them invalid,

Except as otherwise provided, possession of this report or a
copy thereof, does not carry with it the right of publication or
its wse by other than the client or for purposes other than
those for which it was prepared.

The appraiser shall not be required to give testimony or appear
in court by reason of this appraisal with reference to the
project described herein unless prieor arrangements have been
made.



CERTIFICATION

rhis

The staff of Dutra Appraisal Service is the originator of the parcel
values as contained in the *property inventory listing.” No individual site
inspections were conducted other than random “field" drive-by viewing. This
technique is characteristic of mass appraising.

1, the undersigned, do hereby certify that, except as otherwise noted in
appraisal report: '

19‘5

We have personally inspected the properties within the district which
are the subject of this valuation report as. in the manner noted
above. '

We have ne personal interest or biss with respect to the subject
matter of this appraisal report or the parties ilnvolved. !

The professional fee for the appraisal service rendered is dependent
solely uwpon completion of the service evidenced by delivery of this
report and is in no way contengent upon the conclusion or value
estimate reported.

Te the best of our knowledge and belief the statement of fact
contained in this appraisal report, upon which the analysis, opinions
and conclusions expressed herein are based, are true and corect.

This appraisal report sets forth all of the limiting econditions
(imposed by the terms of the assigoment or by the wundersigned)
agffecting the analysis, opinions and conclusions contained in this
Teport.

This appraisal report has been made in confermity with and is subject
to the requirements of the Code of Professional Ethics and Scandards
for Professional Conduct of the Appraisal Imstiture.,

Appraisal Imstirute conducts a voluntary program of  continuing
educarion for its,designaced members. SEPA's who meet the standards
of this pregram are awarded periedic educational cextification. The
undersigned, Alan J. Dutra, SRA, SRPA, is currently certified.

Mo appraisal fivm other than the undersigned prepared the analysis,
conclusions and copinions concerning the property valuations set forth
in the property inventory listing.

<:;\j§\f>w$ﬂw:iih\§£jij>k&iﬁ:}\g;m

alan J. Ducra, @RA,LERPA

WP LSO

{late




VALUATION CODES

Appraisal Code Value
Land Use Code ) (% acre)
apriculrural Al 5,000
A7 10,750
A3 21,750
Ad 43,500
A5 65,000
A 87,000
Appraisal Code Valus
Land Use Code {%/5quare Foor)
Residential RO 1.00
®1 2,00
RZ 3.00
R3 4,00
R4 3.00
R5 &. 00
23] 7.00
R7 B.50
B8 10.00
RY 12.50
RIO 153.00
Ril 25.00
Commercial Ci Z2.00
c2 4.00
c3 7.00
Cé4 10.00
C5 15.00
Ch 25.00
c7 43,00
G8 70,006
Y 100,00
Cio 150,00
Indusgrial ML 1.50
M2 3.00
M3 5.00

EXHIBIT &



APPENDIX B: COUNTY OF SACRAMENTO ASSESSOR’S
LAND USE CODES
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OPERATION MANUAL ‘ MANUAL SECTION: 13-14
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Tille: Land Use Codes

1.

PURPOSE

Tes describe the pmcedure for assigning use codes o parcels of land in Sacramento
County.

DEFINITION

A use code & o &dight adiphanumetic code assigned o every porcel in the County by
the Assessor's Office. This code usually describes the exisling use of each properdy. |f
the property is vacant, or the improvements have fitle or no value, the use code
describes the anlicipaled use based on the zoning of the property.

The term ‘use code’ i not the same as zoning. Zoning is a code which is assigned o
properly by a planning depariment rather than the Assessor's Office ond describes the
permitted use of a property, rather than the existing or anficipated use.

POLICY
A, Every porcel in Sacramento County shall be c%ss?gnad o use code.
B. Use codes sholl describe the aclual use of improved property or the pr@pésed

use of vocant property.
C. Use codes sholl be based on the primary use of the property.

D. Use codes on parcels in economic unils {other than multi-fomily dwellings on
more than one porcel] shall be assigned as follows:

i. Use codes shall be based on the primary use of the economic unit.

2. The use code of the primary parcel shall describe the actual use of the
properly with the last character reflecting the number of parcels in the
economic unil.

3. Use codes on oll other porcels in the economic unil shall conlain the
same first and second characters s the primaory porcel. These shall be
followed by three zeroes and end with the number of parcels in the eco-
nomEC unil.

E Use codes shall be assigned to muliHamily dwellings on more than one g:mmei
as follows:

i. The porcel with the greaies? number of dwelling Um%s shall be designated
as ihe prime porcel, ;

2. The use code of the pime porcel shall reflect ih&e fobal mumber of
dwelling unils in the economic unil,
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3. Use codes on the remaining parcels of the economic unit shall reﬁeci o
dwelling count of zero. :

4. USE CODE SYSTEM
This section describes use codes and ageneral land uses.

A.

There are six digils in each use code. The first digit {on the lef] always represents
the General Land Use of the parcel. The meaning of digils two through six vary
depending on the lype of general land use,

The various types of General Land Uses are shown in the list below. For further
explanation of use codes for each of the General Land uses, refer to the appro-
priate pages of this Manual Sectlion.

General Land Use Code  Forfurther reference, see page
Residential A 4-7
Retall Commaercial B &-10
Office o W0-11
Personal Care & Health 0O [ 4
Church & Wellare E 13
Recrealional F 14-15
induskial G 1617
Agricultural H 18-19
Vacont i 20- 21
Miscellaneous B ol
Public/Utilities W 2324
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Generd Land Use Specific Land Use

MANUAL SECTION 13-14
Land Use Codes: RESIDENTIAL

Secondary Use

EFFECTIVE DATE: 10/%3
PAGEA4 OF 24

&
Chaoracter of Use

aaaaaaa T L T T Ly T B L T N T O Y Ll L L T T P P Py L Y F R L R L T T PR T T P LT PR PP PO

A Resideniiol
dwelling unit

1 - Single family

2 = Two family

3= Thrae famlly

4 = Four family

icontinued on Page 5}

% 4
Qeoupancy ot used]
A - Subdivision 0
B - Nonaubdivision
C - Rural home site O
{under 2 anras)
D - Rural home site g
{2 to 5 acres)
£« Rurcl home siie o
fover 5 acres &
primary use s ras) &
F - Condominium
G - Planned Hnit 0
Davelopment
H - Row house O
J - Half-plex
G
A« 2 simgle family unils
g - Duplex , O
A« 3 single family unils {0
B« 1 single family unih,
1 duplex G
C - Trinlex
0
A= 4 single famlily unlls
8 - 1 single fomily unil, s
1 Hiplex
B - 2 single foamilly unlts, 0
1 duplex
D -2 duplexes 0
E - Fourplex

indicale any eCon-
clary use by Using
General Lond Use

Codes

Use ‘M fora
miscellonsous
mprevement

if no secondary use,

use D

e T R e I S =

A = Mozt probable

B » Under improvament
= Cvear irmprovament
B~ Unfinished

H - Hisiorioal property
P« Parmil enfered

IR

Pargel CGrouning
indleaie number of
parcels In on econo-
micunith, 10 or
more prrcels, use 'Y

4

A L. LT SR S L
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OPERATIONS MANUAL
OFEICE OF THE ASSESSOR
1 2
Genergl Land Use Specific land Use

3 4 5
Dwelling Unlt Count Dwelling Unilt Count Secondary Use or

Dwelllng Unit Count

[
Charocter of iﬁsa@

A Residenticl
cwelling unit

{conilinued on Poge é

D - Res Conversion Hundred's dight Ter's Digit Cna's digh
E.-Llow rse apariment $ 4 3
{less than 4 storles)
F . High rise apariment i 13 d
{4 or more s%erfm}@
G- Court More than 4 units) 4 3 4
H - Moblls home park
J - Hotel 4 \ ¢
K - Boarding house
L~ Rooming house + 4 A8
M - Sorordly or fratemity house
N~ Maotel + + +
G - Common area
{condo/PUD) { 4 &
R - Bed & breckiast Inn

A - Most probahle

E - Under improvement

- Over Improvemend

D - Gov'isubsldized opt
{HUD 234, el

£« Unfinished

H - Historical property

F - Permil enfered

OR

Poreal Grouning

indicate number of por-
cels in on economic
urih, 110 or moré par-
cels, use "X
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General Land Uze

Spaciiic Land Use

FMARUAL SECTION 13.14
Lond Use Codes: RESIDENTIAL

aaaaaaaaaaaaaaaaaaaa

EFFECTIVE DATE: 10/93
?A@E 6 OF 24

aaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaa

,é
Secondary Use Cheracter of Use®d

FedBARRRIGHVRRAAAAIRDE ¥ HDSIRRAND AR RN O E e E R DI P T RO AR RO PO ANM O I B S I PO 0RO A A AN A A S OO0 O # OO0 RN e RN IA NI IOk FIT RN RSO0 OR NI U A PR AP TP kN S U S S DD IO N R no DO N 2O UERSA0OORSEDOLTAONARTERNEIDMOESERREDUIR AR A0 E SR 0esBR a0t R UEGERIFTAKKIIRTAIIS N

A Residentla] T+ Moblle homs

chwalling untt

, ] 4
Location & Ownership {nof used)
A = MH on leased land In MR 0

park
B - MH on privale lond In MH )

pork MH & lond under
same ownership

- MH on privade land notin {
MH pork: MH & Tond not
under same ownership

D« MH on private lond not in 0
MH parks MH & lond not
under same ownen-hip

F . MH on permanent founda. 0
{lon on private land: usually
MH & land under some
ownership: regular APN used

indicate any secon- A - Mogt probable

dory yse by using & - Under improvemeant
General Land Use - Qverimprovement
Codes £ - Unfinishad

H - Historeol property
Use ‘M fora P - Permit entered
misecellanenuss
Improvemant, Oor

I no secondary use,
use 'O Porcel Grouping
Indicate number of
par-cels inon
economicuntl, Hilor
more par-gels, use "X’

© ' Use the following prorily to determine the sixih igit of fhe use code:
3rcd: Porcel grouping 4 A B or Coode

dsb BorP oode

2 Use the tollowing oriodly o determine the fifth diglt of the use code:

leb Dwelling unlt count

Porking levels & basements are not corsldered storles.

Inel: Secondary use. Indlcale ony secondory use by using General Lond Use codes.
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Prime Porce!l  Secondary Parcel

Use Code Use Code Description

ATADDA Single-family dwelling In o subdivision, the most probable use of the tile, .

ATBOCA . Single-tomily dwelling on 1/2 acre not In a subdivision. Owner operaies on income fox service In the converied
garage. The most probably use i sihgle-famlly resldential

ATEGHE Single-famlly dwelling on seven acres, Owner boords horses for people who five In the clty. A new swimming pool
s under consfruction,

ATGO0A Single-fomily dwelling In o planned unlt developmeant, the most probable use of the site,

ATID0A Single-fomlly dwelling on lis own parcel but hos commoen wall with dweliing on adiocent parce! {a halfnlex),

AZBOOC . . . . Two family duplex, an overlmprovement for the neighborhood and the site.

A4EQQA Four-family "quadplex,” the most probably use of the site,

ADOD4Z  ADDCOZ  Vielordon mansion, formerdy o single-damily resldence. Now converted o four efficiency apariments, Note that
only the prime parcel b coded with ¢ "4 as the 5th digh the secondary parcel § coded with a 0’ as the Sth digh,
Also note that the éh digh of bolh parcels b coded 27, Indicating that there are two parcels In the economis unit,

AETZEA Threa-story apartment house with 128 unlls, located on one parcel, the most probably use of the site,

ABYZEX  AEQOOX  Three-siory aopariment house with 125 unlls, located on 15 porcels. Only the prime parcel s coded with the uni
count of 125", whils oll the remaining porcels are coded with unit counts of "000"% The éih digh I coded *X", Indi-
caling that there are 10 or more pmrceis In the aconomic unil,

AGD208 Twenty coltage-type unlls In a court, an undedmprovement for the sife,

AHZEEY  AHDDDY  Moblle home pork with spoces for 255 moblle homaes, Tha use code for only the prime parcel i coded with the unit
count of “255", The K" as the éth dight Indicoles thot there are 10 or more parcels In the economic unil,

AJOTER Ninety-five renial unlls in o hotel, an underdmprovement for the sile,

AMOGOC A fraternily has remodeled o lorge home Inlo o meeling and recrealion complex for s members, an overmprove-
ment for the slte,

ANLEEA A motel with 454 reniable unils, the most probable use for the sile, '

AGDO0A Common area for condominiums [or planned unlt development).

ATCOOB Moblle home on private lond not in ¢ moblla home park, an underimprovement for the site,
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QFFICE OF ‘i’%ﬁ& ASSESSOR
1 2
Generollond tse Spaciiic Lond Use

&

Secondary Use

&
Choracier of Usa

BRARRNSEETLEROOARRAIBLTRE GHOIRRRALILORREIFVORA RN NUTARKSAD PeBapPIEBAVISESRE kSssaeeinssaR Ty L T LTS E Ly Ty T P LT P LTI LTI L IR S YR P T R THL™ SeasKITassEFIRECERS P PP PP FEITYITTS

& - Ratol -
Commeraled

lconfinued on poge %}

A« Srall relol

8« Store/Otfice
aombo

{ = Rastovrant

3« Large refall B

E - Shopping center

3 4
Ceooupancy {not used)

A - Single fenard {
B - Mulilenont
C - Convenlence siore 0
X - Condominlum
Y - Planned Unit Developrment 0
A - Single fenont 0
B - dMuitl-lenant
X - Condominlum 4
Y - Planned Unlt Development

s
A - Dining
B - Cockiall lounge or bor §
C » Coltas shop
0« Cofe G
E - Drive-in or fast food service _
F o Toke-out 0
¥ - Candominium
Y - Planned Unit Development ¥
A« Fumiture o
B - Merkat
L - Dlscount o
o Department
X « Condominium O
Y - Planned Unlt Development

$]
A« Convarlence sanler
B « Nelghborhood 0
C - Community
D - Reglonal g
¥ = Condomintum
Y - Planned Unit Development g

Indicate any sacon-
dary use by wsing
Geaneral Land Use

Lodes

Use 'M' forag
miscalloneous
rprovemesnt

¥ no secondary Uie,

yse '

R T = S S L. =T < I

A Most probable

B - Under improvement
& - Qver improvement
E - Unfinished

M= Historicdd property
P - Parmif entered

OR

falel] cmia mumber ef
parcel n aconomic
undh, I 10 ormore
parcels, vie 'X

4

R A T ST T S S
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1 A ] é; s é
General Land Use Specific Land Use Cecupancy inot used) Secondary Use Character of UseV
8- Retail - F-Vehlzle orlented A -Service stallon 0 indicate any secor- A= Most probable
Commerelal B« Cor wash dary use by using B - Under Improvemend
C - Aulo repalr gorage 4] General Land Use C - Qverimprovemsnit
D - New car sales Codes E - Unfinishad
E-Used carsolas 0 H - Historlea! property
Fo Boal scles Use 'M' fora P - Permit enferad
G - Troiler salesfievice 0 mbscellangous
H - Parking lot Improvement OR
|- Parking siruciure 0 ¥ no secondary use, ‘
K« Abandonead service station use ‘g 4 | Grouning
L = Minklube garage 0 indicate mumber of
¥ - Condominium 4 poreel Inan econo-
Y - Planned Unil Develooment 0 micunit, fideor
: ¥ maore porcels, wse 'Y
CE - Auction ycgrci 0 Y ‘
, 4 +
H Acﬁver% g o O e .
i« Nursery 0 g
‘ it 4
= Dommon are 8] g
{condo/PUD)] v v
@ Use the following priorty o determine the sixih digh of the uss code:
lst: EorPoode iglnh Zredy Parcel grouping i AR orConde

Ses poge 10 for examples of Relaill/Commercial use codes,
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EXAMPLES OF RETAL/COMMERCIAL LAMD USE CODES
Use Code Description of Properdy

BAAGTDA Retoll commerciol store bullding eccupled by one
tenant, the most probably use of the site,

BBBOAR Store ond office combined In one building with one
residence on parcel. Buliding Is an undermproves
meant for the site.

BRAQUA Retall store with office, the most probable use of the

she,
BCANE Restourant under construction.
E?KQGE Abandoned tervice stalion, an underimprovement,

E0CH0A Largse discount siore, the best use of ihe sile,

BEEOOC Melghborhood shopping cenfer, an overimprove-
ment of the sie,

BEIGOA Three-story parking structure, the best use of the site,

BGOOOA %ueﬂm yerd, the best use of the slite,

BICOAA Mursery with aresldence on porcel. the bestusa of
the sile,
BQOGOA Cormmon orea n o retall commerclal condominium

{or plonned unit development],

Descdotion of Procerty

One-story general office, the most proboble use of

Two-story offlce, an underimprovement for the site,
Condominium office complex under canstrustion.

Plonned unit development office complex, an over
Large mutti-siory office building for single tenant, an
One-story bonk bullding, the most probable use of

Savings and loan In ona-story otiice Wik refailfcom-
mercial operalion oo In building. The bullding is

One siory office, o radin/TVY ransmitter on 4 parcels,

Bost OHloa in one-story building, the best ute of ha site,

One-story medical/dental office, the most probable

One-story velerinarian office/clinle on 2 porcel site.

Common area for office condominium,.

Use Code
CALDOA
the siie.
CABOOR
CAXOOE
CAYOOC
improverment for the site,
CBLO0C
overmprovement for the slie,
LCADDA
ine ste.
CDADBA
the most proboble use of the slte,
CEABH4
with secondary use of agriculiura,
CFADDA
CGADOA
use of the ste.
CHAQDZ
CQLO0A
CIACDA

Residaniial property converled o office space, the
most probable use of the site,



COPERATIONS MANUAL

MANUAL SECTION 13-14

EFFECTIVE DATE 10/93

@F?i@ﬁ OF THE ASSESSOR E,ami Use Codes: OFFICE PAGE 11 QF 24
1 A § 4 5 &
General Land Use Speciiic Land Use Ceoupancy Secondary Use Charocter of Used
o= Office A~ Diffice, genercl A - One story & Indioate any secor- A - Most probable
8- Two staf‘f dewy use by using B« Under Improvement
g -lamge single < - Mulliple storles " Ganeral Lond Use G = Overimprovement
tenant X o C@ndemi lum Codes E - Unfinlshed
Y - Planned Unlt Development § H = Historledl property
- Bank Use 'M fora P« Penmit erdered
2 o miscelitneouys
D - Savings & loan improvement OR
v 0 it no secondaory use,
US@ iGi H ;
£« Broadeasiing, 4 A, - Studios indmoﬁ%@ v ber of
Radlo/Tv B . Transmitien 4 poreels In an econo-
4 mie unlh, 10 or
F - Post office . 0 4 mare parcels, use X
G - Medlcal/Denidl office, 0 3 4
clinle, loboraiory
& 0
H - Veterinarion office, $ 4
elinie, hosplicl
+ O
@~ Common area { 4
+ 0
4 - Residential conversion v +

to office

D yse the following pricrily fo determine the sixth digit of the use code:

Jst: Eor P code

2nd; Hcode

Srd: Parcel grouping

4 A B, orCcode
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CIFFICE OF THE ASSESSOR i@nd Use Codes: PERSONAL CARE & HEALTH PAGEI1ZOF24
i 2 2 i & & _
General Land Use Specifle Land Use Dweliing Unit Count  Dwelliing Unit Count Secondary Use or Characier of Use®
~ Dwelling Unlt Count
D-Pesonulcore. . A-Acule core hos-  Hundrad's dight Ten's Dight One's digit A= bost probable
and heoith plial, MD on duly 8 - Under improvement
24 hours l i { O - Quer Improvemen!
B - Skilled Nursing E - Uniinished
Faclity, RN on i $ i H - Historica! property
guty 24 hours P - Parmit enfared
C « Residenilal core 4 4 L
faclily OR
D - Relirernent home i 4 &
groel Grounin
E - Day nursery + + 1 indicate number of par-
' cels in an economic
| F-Camealary & C« Camatery { ¥ rit. F 10 or more por
Mortuary related M- Mortuary cals, use 'Y
X » Combination
D ysa the foliowing priodiy %@ detarmine the sixth digh of the use code:
Iz BorPeoode 2hgl Hoode Sreh: Poreel grouping Al A B or O eonde
@ yse the following priedly 1o delermine the {ifth digh of the use code: ,

st Dwealling unit count 2ng: Secondary use, Indlcate any secondary use by using Generol Land Use codes,

EXAMPLES Q]

DA31ZA  Hospilal MD on duly 24 hours, Copaclly Is 312

potients.

DBI20A  Sililed nuning facllity, RN on duly 24 hours, Capacity

« 15120 patlents.

DCIO0A  Residentiol core facllity, Capocity s 100 patlents,

DFX007 Cemeslery and mortuary on 7 parcels.

DDOSIA  Privaiely owned retirermant home, Capacity s 60 persons,

DECOOS
DFCO0X

DFMOOA

Dov nursery, an undermprovement for the dis,

Cemetery lccated on 26 parcels.

hMaortugry
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- QFFICE OF THE ASSESSOR Land Use Q@cﬁesa CHURCH & WﬁLFARE ?A@E 13 OF 24
1 2 3 4 5 4
Genaral LandUse © Specific Land Uze Exempiion Stolus inot used) Secondary Use Character of Use®
EeChurch & welfore B Chureh A= Exempt 0 Incloate any secon- A= Most pr @b&b
8« Portiolly exempt dary use by using B - Under Improvemen!
F - Privole school & - Non-grempt 0 General Land Use G- Over imprbvement
Codes £ = Unfinlshed
K - Priverte social 4 0 H - Historioal property
service agency Use ‘M fora P - Permlt enfered
miscelloneous
Irmprovement OR
if no secondary use, '
use '

Endﬁca?e nwmber @f
parcels In an egono-
. micunih Hi0or

| ‘ ' more parcels, use X

O Use the fol lowing priordly o determine the sixth dight of the ute codes

lsb BorPoonds gng: Heods Jred: Pareel grouping 4 AR orCende
LS GDDES
E&EQFA Chumh with & femremﬂcn hall. The hall s renfed out {o the general public: the chureh derlves substantiel revenue from thess

rantals, The church bullding and adiacent pczr%dng s gxemph ihe recreation hall i not. Preseni use s the mosi pr@baéb 8 yse,
EFADOA  Exempt private school, not g Plor iLL,

EKADDA Exempt soclal service agenay. ' . =

e
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(OFFICE OF THE ASSESSOR Lland Use Codey: RECREAT@NAL
1 2 3 4 3
General Land Use Specifle Land Use Ceoupancy Inot used Secondaory Use
F - Recreallonal A= Golf course A« Privale 0 indicale any sacon-
B . Public cary use by wsing
¢ - Couniry oiub 0 General Land Use
D= Mind Codes
h E-Driving range &
Use "M fora
B - Bowling 0 G miscalianaous
mprovemant
C - Skating ¢ O If no secondary use,
use '
D - Rawe frack 0 0 o
£~ Moring g 0 .
FTheater A= Drive-in 0
8 ~ Indoor +
& = Combination . .
, G~ Privade club A - Fratemnal 0
B » Shooling (fargel) +
- Gama &
D = flying 4
£~ Cabang 0
F - Riding stable X
= Swirmming & tennk o
H - Nugist v
J = Hondball/rocquelbal 0
¥ - Health & figure spa +
H « Sporls couris, 0
| ‘folds, stacium 0

A« Most pmb@*@

EFEECTIVE DATE: 10/93
PAGE 14 OF 24

aaaaaa HERRADLLLPDR AL B F DD DA

&
Character of Useﬁ}

8 - Undar impn sovement

C - Over Imprevement
£« Unfinished
M o Historool property

¥ - Permnit enfered

CR

Endim%e ﬁumber of
poroels Inon econo-
micunh, Hi0or
more pareels, use *X

s

L . S S L o B

O Use the following pﬁeﬁfy o delermine the sixih digh of the vse code:

C 1zh BorP code onch Heods 3red: Parcel grouping Al AL B or Coode
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FABOMB
FADOOC
FROOBA
FCO00E
FDOOAC
FEOOBA
FFCOGS
FGCO0X

Frivate golf counte open fo members and guests only, Relall shops on the slie. 10 porcels on the site.

" Privately owned golf course open to the publis, Secondary use of agriculture, Present use s undermprovement for the site,

Minl-golf course, an overimprovement for the site,

Bowling alley with relall shops, the best use of the sie,

New skaling rink under conmstruciion.

Race frack with secondary residentiol use, Present  use Is the most probable use of ihe sife,
Maoring with retall shops. ihe most probable e of the slte,

Combinalion indoor/drive-in theater, with § parcels In the economic unih

Fitleen parcel game club,
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OFFICE OF THE ASSESSOR Leand Use Codes: iNQUg?RML ?AGE 16 OF 24
1 2 “ 3 4 2 .;é
Genegral Land Use Specific Land Use Cocupaney Subdivision Type Secondary Use Character of Use ™
5 - Industricd A Light A - Procassing A Industrial pork indicale any secon- A -Most probuable
B - Fabrealion B« Indusirial sul, dary Use by using B » Under Improvement
B - Haavy o - Assermnbly €~ Monsubdivision  Genergl Land Use C - Over improvemesnd
0 - Contractor yard ¥ - Condominium Codas E-nfinithed
o - Waorahouse E . wWrecking vard ¥ - Planned unit H - Historicol propery
F - incubaior development Use 'M' forg P . Parmit enfered
03 - Builiding maoledals G- Slorage miscellanacus =
{3~ 12% office) + Improvement OR
E -~ Asrospace H -« Offlce/Warehouse if no secondary use,
{more than 30% ofc) X use ' Parcel Grouping
F - Truckftranst J - Dlstribution inclcais number of
terming 115 - 30% offlce) + ¢ pareel In an esono-
K- Other mie unit, Fi10or
i M more poreels, use ‘X
G- Food procassing A - Bakery
B~ Cannary M + +
C - Winery
D« Creamery i i +
£~ Meal
£ Frozen i i +
G - Packing plant
H - Slaughter yard 4 $ .
1= Grain & feed stornge
X 1 -4
‘ H = lnspeciion & g
welghing sialion + + v
i Alrport {private) 0 - i 4
4= Mining A - Gravel pit N 4 4
B~ Cloy pit
¢ - Gas well 4 + +

{cont.on Page 7] K-Rolroad spur 0
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General lond Use Specific Land Use

oooooooo

G = Incushict

L« Minkstorage
M - Mullbtenont

G - Common cres
{condo/PUD

MANUAL SECTION 13-14
Land Use Codes: INDUSTRIAL

nnnnn e e T L T L Ry L T T L Ty e S T L T L L L o LTI

3 4
Qooupancy Subdivision Type
0 A= Incustdal park

8 - industrial sub.-
{Same os for Heavy,
Light, elel) %« Condominium
Y = Plannad unit

0 development

=« Non-subdivision

EFEECTIVE DATE: 10/93

PAGEI7COP24
] &
Secondary Use Choracter of Use®

LPERRAAAARREEARRANINE L OOORAIOIDIBHBGONRILINS

Indleate any tecon- A M@s?pr@bcb

sary use by using B« Undert m@f& ement
General Land Use o= Cver mpr@ff’emeﬁ
Codes £« Unfinished

H - Histerleol property
Use 'M' fora P - Permit enfered
rmilscellaneous :
Improvemeant OR
I no secondary use,
use Q! Parcel Grouning

D yse the fol lowing pﬁmﬁ?y %@ da%erm ne the sixth digh of the usa coda:
el Poresl grouping

isk EorPoode c 4 Hooda

GAAADA
GBOCOR
GOHADA
GDGBOB
GERCCC
GEIEQA
GGROOX
GGGERBA
GHOO0A
GIO0RE
GJAROK

Heavy asembly plant noting

Bullding maoleriols business, 5%

Gravel pit on 10 parcel site,

Agrospace corporation R & D plant not In subdivision,
Truck tarmingl, 20% of which is office space, on Industial subdivision slte, the most probable use of the slle, ’
Loroe cannery and focd processing plant on 10 poreels of non-subdivision Industdal land.
© Food packing plant In Indushial subdivision, Hos retall/eommerclal secondary use, Present use Is most probable,

| gh‘? gsroeess?ng pizzxrz? in Indusiial pork, the best ute of the slte,

subdlviston, Loaaled on 8 parcels,

of which Is offlce space, In

Inspecilon and welghing station, the most probable use of site.
Private almort belng enlorged fo double sze of hangar slorage spoce, Also smell colfee shop on the slte,

4 A, B orCeods

Dlstribullon center, 35% of which Is offics space, In industla! park, Present use s most probable use of siie,
inclustrial subdivision, an undermprovamant for ihe slte.
%,
with secondary use os office spoce. An overdmprovemant for ths site,
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- OFFICE OF THE ASSESSOR Land Use Codes: AGRICULTURAL
1 é 3 4 3
General Land Use Primary & Spaclal Soi® Resldence count

Seoondary Use

EFFECTIVE DATE: 10/93
PAGEIBOF 24

aaaaaaaaaaaaaaaaaaaaa L L

&
Qhamc?s:ncf ﬂu@@

Hedodoutire A -Spacial A Mo

A= A - None
B - Row crop B - Peor orchard B-1&12
G - Row crop & fleld crop C - Wainut orohord C-281 B.1
0= Row orop & Inig. posiure 0= Olive archord -2
B« Row crop & dry posture E - Peoch orchard E-28&3 (C-2
F o Fleld crop Fe Cherry orahaord F-3&2
G - Feld crop & row crop G- Orange orchargd G-3 D3
H - Field crop & iInig. pasture H-Almond orchard H-3 &4
|« Fleld crop & dry posture I Plum orehard 14 &3 £-4
J = irigated posture 4= Prune archard Je4
- K= lrig. pasture & row crop K= Riwl orehard Ked &5 F=5ormore
L= lrig. pasture & fleld crop L- Apple orehard L-584
M imlg, posture & dry pasture M - Tress & vines Mas M - Mise,
N =Dy poshure N - Grope vines Mad Ibumps,
Q= Dry posture & row crop O-28&5 bams, el
B~ Dry posture & fleld crop P - Plsicehios P-284
G =Dy pasture & i, posture G- Pouliry-chicken ®-33858 T-Moblle
B=Tolings R« Pouliry - turkey R-3&¢ home
S Dry pasture & fallings S« Fish farm §-4846
T~ Fleld crop & iallings T« Hops

e lnigoled pashure & folings U~ Hunting olubs

A= Proper & goonomic wﬁé |
{suttable soll & sizel

R - Proper & porflon of esonomic
unit suliable sofl & slze}

C - Proper & pone-gconomie ynit
sultable soll but loo small]

D - Propar & porflon of gconemic
unlf sultable soll but too small)

E - Uniinishad

F = Tramsiiional

G - Agricuitural preserve [LOA)

H - improper use {unsultable soff)

P Permit enterad

Indicate number of parcels In an
economia unit, 10 or more por-
pels, Use 'YX

D e the fallowing priority o determing the dixih diglht of the use code:

gk Geoods Zncl: ForPoode dred Foode 4 AE C.DorHcode
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® o simplification, shosoll grades hove been esfoblished by combining solls having @ range In index rafings, as follows,

Excellent, Solls whose rating Is from 100 1o 80 percent. Sullable for a wide range of crops, such as affalic, orchards, fnuck, and
field, Yields are high,

Good. Solls whosa rating Is from 79 to 60 percent. Sultable for most crops and vields are good.

Falr, Solls wheose rating I from 59 to 40 parcent. Are elther of falr quality, wsually sulted to a narow range of crops, or ones on
*ﬁvhﬁch {he produetion is less than on solls of grades 1 and 2. For some porticulor crop, grade 3 solls may be excellent lo good.

Poor, Solls whose raiing is from 3% o 20 percent, Hove o very narow range In sulfabiiity and vields ore low, Prasent one or more
seripus problems in land use,

Very poor, Solls whosa raling s from 17 to 10 percent. Usually sulled only o graring.

Nonagrcultural., Solls whose raling is below 10 percent. Includes wasielonds: very steep or rocky lands having no agricultural
usE,

HARCFA Froducing pear orchard with very good soll, The owner's home, three homes for yearround help, and three labor camp
bulicings iocated on the slfe. Cument use s best use of he site.

HAGQHCA  Producing chicken ranch with 2 homes on the sife, A proper economic unit for thls location gnd market areq.
HATABA Hopforon #1rver botlom lond, Hos home plus processing ond storage buliding, The farm s ¢ proper economic unil,
HEOEGO Row crop and walnut orchard on sultable soll with 2 resfdences. but too small fo provide full family Income for the owner,

HCMEDC  Small row and fleld crop operation with some land devoled fo vineyards. One home and two collages on the site,
Operation i proper for the site; however, owner s having problems competing wilh larger growers.

HFAEAA Portion of « farm peciaiizing In field arops. A proper economie unlt sullable soll ond size, with no dwelling on the farm,

HHAFBF Fleld crop and Inigated posture land In grea In fransilion o another use,

HINBAC irigated posture with some grapes. Hos installed Inlgation system, vineyord, some frull irees ond goroge/toot house.

HNAMTF Dry pasture with moblie home, well, seplic tank, pump house, animal shed, horse bam, and chicken house, In fransition fo
another use, S - ' ‘

HOARG Most of the lond s rolling hills devoled lo dry cow pasture. Small amount of falr fo good boltom tand use for row-crop
production. Site has one home In the agricullural preserve.

HSASBG Helf of site ik old dredger tallings: holf s dry posture with one home. Lond i in the agricuiiural preserve,
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i 3 %) 4 3 &
General Land Use@ Proposed Use Tyme & Size Street Improvernentis Utility Servicas Characier of Use®
= Voacant A - Residential A - Acreage: A~ No paving A - Mo ullities A - Ezonomically reacly
under 10 aores B~ Water only for development
B - Retall/Commerclal B« Acreage: B - Paving only < - Sewer only B - Not sconomically
1010 4% oores D - Dralnoges only ready for develop.
C - Office C - Acreage: C - Paving with E» Waoler & sewer rhent
50 to 100 gores curbs & gutiers F - Water, sewer & E - Unfinished site
D= Persongal care & - Acreage: drainoge Improvements
- health over 100 acres 0= Poving with G - Sewer &
E - SHe: curbs, guiters & draoinage OB
F - Recreational under 2 acres - sldewalks H-Waler & '
F-Sie: 240 5 aeres drainage Poreel Grouning
G - Industrial £~ tandiocked M - Miscelloneous indicate number of
- Siter Improvemeant poraels In an economic
H - Agriculturgl over mcres@ primarily vacant unll, 10 or more par-
cels, ysg B
® Yacant lond Includes those properiles where the Improvements have | %%ée of no value, In these coses, conslder the primary ute of the

wroperty 1o be vooont lund
Yaoant iond does not includa govemmentowned land, Suchilond s to be clossifled under m%egcsy ”W Public Land Use.
Vacant land whose curent use Is primarily and economically agrieuliural should be classifled under Category B, Agriculiural Land Use,

SHe Vs Acreage -~ Slles are buliding sties where the land has been divided Info Individud! sites for o proposed Use - for example,
rasidential, commercial, office, elo. Agregae is lond that I capable of and likely o be further subdivided Info smaolier acreage orinlo
sies. Nom-bulld-able lond & never g slte, regordiess of size,

Use the f@Ef@Mﬁg ;::;rj?oﬁfy to determine the éth digh of the wse code:
Izl ECods 2ncd: Farcel grouping Jred A or B oode,

Shes under § aores - I wse i pdmardly agrdeuliural, use eotegory B, Agricutturol Land Use, f 10 acres or more, consider the properiy fo
be capable of further subdivision ond classify as Acreage {see Nola 7). :
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Use Code  Descrinlion of Properdy
flve acres of vacant residential cereage with ne paving or ullliles, but s economically ready for developroent

ACRER Seventy-five aore multresidential paree! roniing on o paved street with o waler line paralleling the sirgel. Not economically

ready for development,
IAEAEE Single-fomily restdentict ol No pavedroads, Has water ond sewer. Olher siie Ienprovements in prograss.
IAEDTA One core residential home site with paving, curbs, gulters, sidewalks, waler, sewer, and drainage. Ready for development,
IAFBAA | Three acre home slte on paved road, No ufilities, Economlcally ready for development. - |
IBEBEA Relall/Commercial slte with paving, waler, and sewer, Economically ready for development.,
IBGOEA Nine aore refoll/commercial siie with ol uillifles, Ready for building,
IFDEAB Twe hundred acre recrectional porcel, Curently landiocked. No ulllliies on site. Notready for development.

IGFOFA 4 Acre inchustricl site with full slie Improvements. Ready for buliding.
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1 Z

General Land Use Speclfic Lond Use

;{g:&?ﬁ?scaﬁiomeau;
BRID - Bricddal path, Biking frail, e,
DI - Droinage diteh
EROD - Eroded or waste land
FLOD - Flood ploin land
GATE - Imigation
INET « Mineral rights
LEVE - levee land
PARK - Park, greenbell, ele,
ROAD - Private road
SMAL -Toosmali orfoo Eneguimréy
shaped for any foresesable
use,
TALL - Dredger tallings

UTIL - Uity , power, sewer, alc,

WELL - Well andd pump, ele.

R L L R L T TR P T T R Y P Py Y Py
AWAY - Walkway

MANUAL SECTION 13.14
Land Use Codest MISCELLANEQUS

3
Character of Use®

A - Most prebaoble

B - Under improvement

C - Over improvement

£+ Unfinished

H - Historeal property

P - Permit entered

S -Use o8 last digit of use
code for minera
rights porcels,

OR

Parge! Grouping
indicate number of
parcels in an econon-
micunit, 10 or
mora poresls, use 'K

EFFECTIVE DATE: 10/93
PAGE 22 OF 24

Comments & Exomplas of Use

MAWAYZ - Pedastion walkway to school with 2
porcels In the site,
MERIDA - Brida! pain, niking path, or blke path, the
moit probable use of the she.
MDITCE - Drainage dilch under comstruction,

MERCDX - Slie of worked-out cloy pit congsting of 10
porcsls,

MILGDA - Flood plaindond with no other forsseeable
fulure use,

MGATEA - Irigation diteh, pond, ete,

MINRTS - Mineral rights In property,
MLEVEX - Lavee land with more than 9 pargel In the slie.
MPARKD - Private park, an overlmprovement for the site,

MROADE - Private dirt rood serving 10 home sites.
Lacks streals, ourbs, gulters, and sidewaiks,
MSMALA - Land 10 ft wide by 320 ft deep withno
foresesable sconomic use,
MTAILS - Six parcels of dredger talling on old miner's read,

MUTHA - Lond whose primary bse Is for power and
sewer lines, the most probable use of the slle.
MWELLA « Well, pump, and storage fank for domestle
water supply In o subdiviston of tract
homes, the most probable use of the sife.

D Use the following priorly to determine the sixth diglt of the use code:

sl EorPoode Znc: Heode

3rcd: Parcel grouping

4t A B or 8 code
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BERARASABDIISBBREE BRRAZ DA HRBEERE R AR RIS R DD @ P X EEREBERR B R BER TS B AN S BCCE B AN ADAE ST RERPRED R RREBHERREBRRY PRERREAIBANDIAIRNSIRRD BRBDDDNDRR LD DDRAR K B

. QFFICE OF THE ASSESSOR
Gaﬁercf%iamﬁ Use Specific %md Use
W Public & Ullifles A - Federal
B - State® |
- County
0 = Clty

£ - Public schoo!
G~ Special distict
H - SBE property

M= Publlc howsing

& 4
Exarmpiion Status Lacse Type

aaaaaaaaaaaaaaaaaaaaaaaa LR T e R Y R R R R Y R P LYY PR YT T

A-Exempt/noniaxable A - Possesory Inferest

8 - Parfially exempt B~ lease baok

< ~ Non-exempt - MNelther AnorB

i) 4
+

i i
v ¢
- W

g

inot waed)

reRBRANG

BORERARIQAREFEIBIEHY

é
Chmmc?e{; of iﬁsa@

PEYRRFABIGRDHEILAGEEOAN KB RERAOALS

A~ Most probable
B« Under Improvement

- Over improviemend

- Unfinished
H - Historleal property
P« Parmit enfered

OR

mdiam@ ﬁumber @fpczr~
wels Inan economin unit
H 10 or more poarcels, use "X,

Q  se the foflowing priodly to datermine the sixih diglt of the use code:

1 EorP ande Znck M onde

ek Porcel grouping

4iky A B orCoode

© Dornotuse tha 'W' General Land Use cods for properiles which have been 'sold {o the Sale' for faxes. Code thess écéoming o thelr
cutrent or lost known use, for example, single-family residence, relall slore, ele.

See page 24 for exomples of Public & Utlitle

5 Use codes,
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WAALD U 8, Govemmaent ownad and o)ézcupfed bullding. The most probable use of the slie,

g
WBBAOR  State-owned opariment house leasad to fenants. The leasehold interest Is taxable while the Siate's fes simple Eh%era%? Is
axaempel The Improvemendt ars an underdmprovement for the site, '

WCOAADA ,  Counly bullding leased to o handicapped person, Present use i most probabis use of the sie,
WOACOS Sk paree! site owned by the Counly, The best use of the property,

WRACOA  Cliv-ownad porcel,

WEACOA Publie School

N JWGACOA  Water distict office.

WGACDA  Water disilet water resarvel, Small porflonofthe lond s @peﬁ i the public for plorics, Also has @ small children's
" plavground, '

WHBCOY  Rafroad swliching yard approlied by 388, Twenly parcels In the slie.



APPENDIX C: ASSESSMENT EQUATIONS

The assessment equation for the project benefit zones is, in general:

Assessment = {[(Relative Land Damage Value) x (Parcel Acreage)] + [(Relative
Structure Value) x (Building Square Footage) x (Percent Damage)]} x
Assessment Rate

Where:

e Relative Land Damage Value is as defined in Table 5-3 by land use category.

e Parcel Acreage is a particular parcel’s acreage.

e Relative Structure Value is the unit structure cost as defined in Table 5-1 by land use
category.

e Building Square Footage is the first and second stories of all residential structures and the

first story of all commercial and industrial structures.

e Percent Damage is the flood damage to structure and contents expressed as a percent of
structure value as defined in Table 5-2 by flood depth zone. Flood depth zones for the
American River are shown on Figure 5-1 and for the South Sacramento Streams Group in
Figure 5-2.

e Assessment Rates are as defined Table 5-5 for each project benefit zone.

The example assessment calculations provided in Section 5.5 of this Engineer’s Report
illustrated the use of the simplified combined assessment formula presented Section 5.4. The
following assessment calculation demonstrates the use of the equivalent assessment equations
defined in this Appendix.

Example 1 (same as Example 1 in Section 5.5)

Assume a one story single-family residential property located in Benefit Zone NB-NALP, Flood
Depth Zone 2 (5 to 10 ft), with parcel size 0.14 acres and building square footage of 1,500
square feet.

e From Table 5-3, Relative Land Damage Value is $25,100 per acre.

e From Table 5-1, Relative Structure Value is $60 per square foot.

e From Table 5-2, Percent Damage to Structure and Contents is 70-percent.

e From Table 5-5, the NB-NALP Assessment Rate is 0.00117603.

e Assessment = [($25,100/ac x 0.14 ac) + ($60/sf x 1,500 sfx 70%)] x 0. 00117603 = $78

Final Engineer’s Report C-1 April 19, 2007
SAFCA Consolidated Capital Assessment District



APPENDIX D: LAND USE CATEGORY ASSIGNMENTS

For assessment calculation purposes, all parcels in the proposed Consolidated District were
assigned to one of the following land use categories: single-family residential, multi-family
residential, commercial, industrial, vacant residential, vacant commercial, vacant industrial and
agricultural. The assignment was based on the Sacramento County Assessor’s Land Use Codes
(defined in Appendix B) and the following pairings:

TABLE D-1: LAND USE CATEGORY ASSIGNMENT FROM COUNTY ASSESSOR’S
LAND USE CODES
' First Two Characters of Six Digit

Assessment Land Use Catego Sacramento County Assessors Land Use
(see Appendix B for definitions)

Single-Family Residential (SFR) A1, A2, AQ, AT
Multi-Family Residential (MFR) A3, Ad, AD, AE, AF, AG, AH, AL

AJ, AK, AM, AN, AR, BA, BB, BC, BD, BE, BF, BG, BH, B,
Commercial (COM) BQ, CA, CB, CC, CD, CE, CF, CG, CH, CJ, CQ, DA, DB, DC,

DD, DE, DF, EE, EF, EK, FB, FC, FD, FE, FE, FF, FG, FH
Industrial (IND) GA, GB, GC, GD, GE, GF, GG, GH, Gl, GJ, GK, GL, GM, GQ
Vacant Residential (VAC RES) IA and parcels with SFR or MFR codes but without a building
Vacant Commercial (VAC COM) IB,_ IQ, ID, IF and parcels with COM codes but without a

building
Vacant Industrial (VAC IND) IG and parcels with IND codes but without a building
Agricultural (AG) H_andIH

Public parcels with structures were assigned to the commercial category. Those without a
building were classified as vacant commercial. An exception was the redevelopment agency
parcels, which were classified as single-family residential or vacant residential as appropriate.

Parcels with County Assessor’s Land Use Code of Miscellaneous (M_) were assigned one of the
vacant Land Use Categories.

Where the County Assessor’s Land Use Codes were inconsistent with other information
available for the parcel from the County Assessor or other sources, a determination was made as
to the appropnate Land Use Category to assign to the parcel. Such assignments could differ from
Table D-1.

Sutter County parcels in Natomas were assigned a land use category based on the Land Use
Appraisal Code for the parcel established in SAFCA’s Operations and Maintenance Assessment
District No. 1.

Sacramento County parcels in Natomas (NB) outside the developed or developing area (NB-
NALP) that are zoned for agricultural use but have a vacant residential County Assessor’s Land
Use Code were classified as agricultural based on zoning designation to more correctly reflect
the current use of the land and associated relative flood damage reduction benefit.

Final Engineer’s Report D-1 April 19, 2007
SAFCA Consolidated Capital Assessment District



APPENDIX E: REVISED ASSESSMENT ROLL
(UNDER SEPARATE COVER)

Final Engineer’s Report E-1 April 19, 2007
SAFCA Consolidated Capital Assessment District



APPENDIX B

AUDITED FINANCIAL STATEMENTS OF THE AGENCY
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

The audited financial statements of the Agency have been prepared on the basis of generally accepted
accounting principles, and reflect a variety of revenues, funds and accounts. As described herein, the Series
2007 Bonds are payable solely from the Consolidated Capital Assessments. Since the Consolidated Capital
Assessments have not yet been levied, the audited financial statements of the Agency attached hereto do not
reflect collection of the Consolidated Capital Assessments. The Series 2007 Bonds are not general obligations
of the Agency.
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Boeard of Directors
Sacramento Area Flood Control Agency
Sacramento, Caliloria

INDEPENDENT AUDITOR’S REPORT

We have audited the accompanying financial statements of the governmental activities, sach major fund
and the aggregate remaining fund information of the Sacramento Area Flood Control Agency (SAFCA),
as ol and for the vear ended Junc 30, 2006, which collectively comprise SAFCA’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of SAFCA’s
management. Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Governmenr Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement, An
audit includes consideration of internal control over financial reporting as a basis for designing andit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Authority’s intemal control over financial reporting. Accordingly, we express ho
such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation, We believe that
our audit provide a reasonable basis for cur opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective {inancial position of the governmenial activities, each major fund and the aggregate remaining
fund information of the Sacramento Area Flood Control Agency as of June 30, 2006, and the respective
changes in financial position thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standurds, we have also issued our report dated December 21.
2006, on our consideration of SAFCA’s internal control over financial reporting and on our tests of iis
compliance with certain provisions of laws, regulations, contracts and grants agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the niernal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be read in conjunction with this report in
considering the results of our audit,

Seidman Alliance
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The management’s discussion and analysis and budgetary comparison information on pages 3 through 10
and 25 through 26, are nol a required part of the basic [mancial statements but are supplementary
information required by accounting principles generally accepted in the United States of America. We
have applied certain limited procedures. which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that coliectively
comprise SAFCA’s basic financial statements. The combining nonmajor fund financial statements are
presented for purposes of additional analysis and are not a required part of the basic financial statements.
The accompanying schedule of expenditures of federal award iz presented for purposes of additional
analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments. and Non-Profit Organizations. and is also not a required part of the basic financial
statements of SAFCA. The combining nonmajor fund financial statements and the schedule of
expenditures of federal awards have been subjected 1o the auditing procedures applied in the audit of the
basic financial statements and, in our opinion. are fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

WWE Aesii £ O arrnelss LLi7
Certified Public Accountants

Sacramento, California
December 21, 2006
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SACRAMENTO AREA FLOOD CONTROL AGENCY
MANAGEMENT"S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

As management of the Sacramente Area Flood Control Agency (SAFCA), we offer readers of
SATCA’s [inancial statements this narrative overview and analysis of the (inancial activities of
SAFCA for the year ended June 30, 2006, Please read it in conjunction with SAFCA’s basic
financial statements following this section.

Financial Highlights

o The liabilities of SAFCA exceeded its assels at the 2005-2006 fiscal year by ($18,178,261)
(deficit net assets).  The unrestricted net assets for the cwrent fiscal vear amount to
(§18,591.147) due to the fact that SAFCA issued bonds to improve existing levees, but the
levees are owned by other entities. Net asscts of $412,886 are invested in capital assets, net
of related debt.

s SAFCA's total net assets increased by $3,322.206 during fiscal year 2005-2006.

*  Asof the 2005-2006 fiscal year, SAFCA’s governmenial funds reported ending fund balances
of §11,658.279, a decrease of $2,783,133 1 comparison with the prior vear. Approximately
39% of this total amount, $4,615.726. is available for spending at the government's discretion
{unreserved jund balance).

» Atthe end of the fiscal year, unreserved fund balance for the general fund was $21.139.

»  SAFCA’s total debt decreased by $4,975.067 during the current fiscal vear. This decrease is
due to principal payments of long-term debt and advance refunding of the 1995 & 1996
NALP bonds.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to SAFCA s basic financial
statements. SAFCA’s basic financial statements comprise three components: 1) governmental-
wide financial statements, 2) fund financial staterments, and 3) notes to the hasic financial

statements. This report also contains other supplemental information in addition to the basic
financial staiements themselves.

Government-wide (inancial statements. The govermment-wide financial staiements are
designed to provide readers with a broad overview of SAFCA’s finances, in a manner similar to a
private-sector business.

The statement of net assets presents information on all of SAFCAs assets and liabilities, with the
diflerence between the two reported as ner assets. Over time, increases or decreases in net assets
may serve as a useful indicator of whether the financial position of SAFCA is improving or
detertorating.

The statemenst of activities presents information showing how the government’s net assets
changed during the most recent fiscal year. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.
Thus, revenues and expenses are reported in this stafement for some items that will only result in
cash flows in future fiscal periods.



SACRAMENTO AREA FLOOD CONTROL AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

Both of the government-wide fmancial siatements distingnish functions of SAFCA that are
principally supporied by special assessments and intergovernmental revenues {(governmenial
acrivities) from other functions that are intended to recover all or a significant portion of their
costs through user fees and charges (business-tvpe activities). The governmental activities of
SAFCA include public protection and public ways and facilities. SAFCA does not have
business-type activities,

The government-wide financial staterments can be found on pages 11-12 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. SAFCA, like
other state and local governments, uses fund accounting to ensure and demonstrate compliance
wilh finance-related legal requirements. All of the funds of SAFCA are governmental funds.

Governmental funds. Governmental funds are used {0 account for essentially the same functions
reported as governmenial activities in the governmenti-wide financial statements. However,
unlike the government-wide financial statements, governmental funds financial statementis focus
on near-term inflows and outflows of spendable resources, as well as on balances of spendable
resources available at the end of the fiscal year. Such information may be usclul in evaluating a
government's near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for goveramental funds with similar
information presented for governmental acrivities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental funds balance sheet and the governmental funds
statement of revenues, expenditures, and changes i fund balances provide a reconciliation to
facilitate the comparison between governmenial funds end governmental activities.

SAFCA maintains five major governmental funds: General Fund, North Area Local Project
Fund., American River/South Sacramento Streams Fund, Special Capital Assessments Fund, and
the Coverage Fund. Information is presented separately {or each major fund in the governmental
funds balance sheet and in the governmental funds statement of revenues. expenditures, and
changes in fund balances. Data from the other five governmental funds are combined into a
single. aggrepated presentation. Individual fund data for each of thesc nonmajor governmental
funds is provided in the form of combining starements in the supplemental information to the
basic {inancial statements.

SAFCA adopts an annual appropriated budget for its General Fund. A budgetary comparison
statement has been provided for the General Fund to demonstrate compliance with this budget.

The governmental fund financial statements can be jound on pages 13-14 of this report.

Notes to the basic financial statements. The notes provide additional information that is
essential to a full understanding of the data provided in the governmeni-wide and fund financial

statements. The notes to the basic financial statements can be found on pages 15-24 of this
report,



SACRAMENTO AREA FLOOD CONTROL AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as & useful indicator of a government’s financial
position. In the case of SAFCA, labilives exceeded assets by §18,178,261 ar the end of the
2005-2006 fiscal year,

Statement of Net Asseis (Deficit)

June 30,
2006 2005

Current and other assets $ 14,239,631 ¥ 17,615,140
Capital assets, net 9,278,517 8,882 073

Toial assets 23,518,148 26,497,222
Long-term liahilities outstanding 39,204,933 44270000
Other hambities 2,401,476 3.727,689

Total Habilities 471,696,400 47,997,689
Net assets (deficit):
Invested in capital assets, net of related depreciation 412886 16,441
Unrestricted {18,501,147) {21,516.908)

Total net asscts (deficit) {$18,178.261) {$21,500.467)

SAFCA issued bonds to acquire land and to improve existing levees, but the land and levees are
owned by other entities. Therelore, negative net assets are recorded. Total assets decreased
prisarily due to a decrease in cash and investments (Current and other assets). Total Habilities
decreased $6,301.280 primarily due to scheduled principal payments of long-term labilities and
advanced bond refunding during the vear. Total net assets increased $3,322,206 due to a decrease
in long-term labilities.



SACRAMENTO AREA FLOOT CONTROL AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS {Continued)
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

Governmental activities. Governmental activities increased SATFCA’s net assers by §3.322.206
during the year,

Statemeni of Activities
For the Year Ended June 30,

2006 2008
Program revenues:
Charges for services F 10158744 5 0473.0686
Capital grants and contributions 7.031,262 4,357,617
Total program revenues 17,190,000 14,031,203
General revenues:
ntergovermental not restricted to specific programs 575,969 (9,039
Interest and other income 1.659.333 975 301
Tolal general revenyes 2235302 1,644 430
Tetal revenues 19425312 15,675,733
Expenses:
Public protection 8,117,544 6.564,936
Reoperation mitigation - 2,843
Public ways and facilities 6,493,665 5,737.826
Intgrest 1 491,897 2411097
Total expenses 16,103,106 14,716,702
Change in net agsets 3,322,206 955,031
Met assets (deficit), beginning of vear (21.500,467) (22,459,498}
Net gssets (deficit), end of vear ($18.178.261 (521,300,467

Key elements of current year decreases/increases are as follows:

s Capital grants and contributions increased by $2.473,645 (54%) during the year. This
increase reflects progress in the American River and South Sacramente Steams projects
and North Area Local projects.

s Interest and other income increased by $683.942 (70%) during the year primarily due to
increased activity in the North Arca Project.

» Public protection expenditures increased by 81,552 608 (24%) during the year due to an
increase (n construction contracts and engineering services.

Financial Anaiysis of the Government’s Funds

As noted earlier, SAFCA uses fund accounting fo ensure and demonstrate compliance with
finance-related legal requirements,

G



SACRAMENTO AREA FLOOD CONTROL AGENCY
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continuned)
FOR THE FISCAL YEAR ENDED JUNE 34, 2006

Governmental funds. The focus of SAFCA’s governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is usefu! m
assessing SAFCA’s financing requirements. In particular, unreserved find balance may serve as
a useful measure of a government’s net resources available for spending at the end of the fiscal
year.

At June 30, 2006, SAFCA’s governmental funds reported combined fund balances of
$11,658.279, a decrease of $2,783,133 in comparison with prior vear. Approximately 40% of the
combined fund balances, $4,615,726 constitute unreserved fund balance, which is available to
meet SAFCA’s current and future needs. The remainder of fund balance is reserved 1o indicate
that it is not available for new spending because it has been committed: 1) to reserve for
encumbrances ($1,702.509), 2} to pay debt service ($5.103,243) and 3) Hanson Ranch
{$236,801).

The General Fund 1s the chief operating fund of SAFCA. As of June 30, 2006, unreserved fund
balance ol the General Fund, was $21,139, while total fund balance was $1.100,135. As a

easure of the General Fund’s liguidity, it may be useful to compare both unreserved fund
balance and total fund balance to total fund expenditures. Unreserved fund balance represents
less than 1% of total General Fund expenditures. while total fund balance represents 14% of that
same amount. The fund balance of SAFCA’s General Fund decreased by 1,138,690 during fiscal
year 2006,

The debt service funds have a total fund balance of $5.103,243 all of which is reserved for the

pavment of debt service. The total fund balance for the debt service funds decreased by
$3,013,058 1in fiscal vear 2006,

FY 2006 FY 2005 Increase/f Decrease)
Pereent of Percent of

Revenues by Source Amount Total Amount Total Amount Percent
Special benefit asgessments  $10,142,967 52.2% 510,001,333 03.8% % 141,634 1.4%
Special capital assessments 3,667,375 18.9% 3,269,972 20.9% 397.403 12.2%
Intergovernmental 3.555.6037 20.4% 1,429,039 8.1% 2,526,398 176.8%
Interest and other income 1,659,333 8,50 97559 6.2% 683,947 70.1%

Total revenues $194235312 100.0% 515,675,735 100.0% § 3749577 23.9%
Expenditurcs by Function
Public protection $ 8,117,544 333%  § 6,564,930 40.2% § 1.5352.608 23.7%
Reoperatjon mitigation - 0.0% 2.843 0.0% (2,843) ~100.0%
Public ways and facilities 6.880,109 28.2% 6,202 027 38.0% ARE ORZ 11.1%
Cost of 1ssuance 691.054 2.8% - 0.3% 691,054 100.0%
Advance refunding escrow 7,037,563 28.8% - 0.0% 7037.963 100.0%
Principal on long-term debt 125,000 0.5% 1,140,000 7.0% (1015000} -89.0%
Interest on long-form debt 1.541.509 6.3% 2.423.649 14.8% {882,141 ~36.4%

Tetal expenditures $24.403,179 T00.0%  $16.333.455 100.0% &5 8.069.724 45 494

Explanations for the significant changes from the previous vear are generally the same as those
stated on the previous page for governmental activities



SACRAMENTO AREA FLOOD CONTROL AGENCY
MANAGEMENT"S DISCUSSION AND ANALYSIS (Continued)
FOR THE FISCAL YEAR ENDED JUNE 30. 2006

General Fund Budget Highlights

During the year, actual revenues were lower than final budgeted amounts by $313.075, Actual
expenditures were less than budgetary estimates by $2.411,075. This was largely due to lower
special capital assessments revenue of $1,662,063, and higher intergovernmental revenue of
8575969 and special benefit assessments revenue of $391.373, coupled with lower public
protection expenditures of $2,411,075 during the vear. The lower special capital assessments
revenue was due to slower than anticipated progress primarily in the American River and South
Sacramento Steams projects. The lower public protection expenditures was due to the American
River Folsom Dam Outlet Modifications project bids coming in 3-4 tmes the preliminary
engineering estimate, which impeded progress on the project until the Corps can complete a
general re-evaluation report to identify another less costly approach to construction.

Capital Asset and Debt Administration

Capital Assets - SAFCA s investments in capital assets for its governmental assets as of June 30,
2006 amount to $9,278,517 (net of accumulated depreciation). This investment in capital assots
inclades land and equipment. The total increase in the SAFCA’s investment in capital assets for

the current fiscal vear was 4%, or $396,444. SAFCA keeps records of all assets for govermmental
activities,

Capital Assets, Net of Depreciation

June 30,
2006 2005
Land 9,254,051 5 8,643.370
Construction in progress - 222262
Equipment 24,466 16,441
Total S 97278517 8882073

Additional information on SAFCA’s capital assefs can be found in the notes to the basic financial
statements.

Long-term debt - At the end of the current fiscal year, SAFCA had revenue bonds outstanding of
£39,294.933. The whole amount of SAFCA’s debt represents bonds secured by the Capital and
Operations Assessment Districts.

Eeonomic Factors and Next Year’s Budgets and Rates

The fiscal vear 200607 Final Budget was adopted by SAFCA’s Board of Directors an June 15,
2006. The budget supports SAFCA’s continuing efforts to address the region’s flood control
needs during the coming year and 1s consistent with the objectives of SAFCA’s current Strategic
Plan. SAFCA’s Strategic Plan identifies the efforts that SAFCA will undertake to ensure the
mtegrity of the existing levee svstem; provide a minimum of 108-year flood protection for the
region; and pursue SAFCA’s Jong-term goal of achieving a high level of flood protection (200-
year or greater) for the Sacramento area.



SACRAMENTO AREA FLOOD CONTROL AGENCY
MANAGEMEN1T"S DISCUSSION AND ANALYSIS (Continued)
FOR THE FISCAL YEAR ENDED JUNE 30. 2086

The proposed means of financing some of the $31.6 million in budgetcd expenditures for fiscal
vear 2006-07 includes:

»  Assessments:
Operations & Maintenance Fund: $6.2 million
American River/South Sacramento Streams Capital Fund: $3.7 million
Local Governmental Agencies: $275,000
Sacramente County & City Funds: $10 million ($5 million each)
County Funds; $433.661
State Aid: $727.700
Federal Aid: $4.6 million
Development Fees (Capital Investment Equalization Fee): $750,000
Contributions: $579,140

& # & & & 8 @

The following assumptions were made in preparing the 2006-07 Budget:

e  Existing assessment rates will not change.

 The Corps wiil execute its construction projects as currently scheduled with costs
accruing as estimated.

e The Corps will re-program federal funds such that earlier appropriations earmarked for
SAFCA projects or reimbursements will become available as needed for current project
activities. The proposed final budget assumes that SAFCA will receive about $4.55
million in funds appropriated for reimbursement to SAFCA for construction of the
Natomas Area Local Project (Phase T reimbursement). and the Corps’ Sacramento
District will receive about $4.7 million in funds appropriated in prior years for the
Sacramento River Bank Protection Project.

s Congress will ultimately appropriate requested federal fiscal year 2006-07 construction
funding for the South Sacramento Streams Group (S8SG) Project, the American River
Common Features, the Folsom Dam Outlet Modifications Project, the Folsom Dam Raise
Project, and the Sacramento River Bank Protection Project,

s SAFCA will continue to receive state aid in the form of credits for work completed at
local expense in connection with the SSSG Project.

* The state legislature will ultimately appropriate state capital outlay {unds to match the
requirements of the Corps’ construction schedule during the state fiscal year 2006-07. In
addition, state aid from various grant programs and locai aid will be available to reduce
SAFCA’s share of the cost of several projects included in our work plan for {iscal year
2006-07.

o Inter-fund transfers (loans) will occur between SAFCA’s Q&M and Capital funds to
provide the necessary cash flow to support this year’s work plan.



SACRAMENTO AREA FLOOD CONTROIL AGENCY
MANAGEMENT’S DISCUSSION AN} ANALYSIS (Continued)
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

EY 2007 Federal Flood Control Appropriations Request

Proposed Budpet  SAFCA Request

Proicct (% mithons) {$ millipns)

South Sacramento Streams 3.75 10.060
Falsom Dam Qutlet Modifications Q.55 9.56
American River Conpnon Elenents 4.4} 16.00
Sacramento River Bank Protection 6.30 20.00
Amercan River Plan {Folsom Mini-Raise} 15.00 15.60
Matomas Phase [ Reimbursement 0.00 450

Tatal 3e.01 75.06

SAFCA is working closely with members of their delegation and their lobbyists to secure
supplemental appropriations that are more in line with their needs than the amounts approved m
the Energy and Water Development Act of 2007,

Requests for Information

This financial report is designed to provide a general overview of SAFCA s finances for all those
with an interest in the government’s finances. Questions concerning any of the information
provided in this report or requests for additional linancial informaton should be addressed to
Julie Lienert, Direcior of Administration, Sacramento Area Flood Control Agency. 1007 7"
Street, 7" Floor, Sacramento, CA 95814 or phone (916) 874-7606.



SACRAMENTO AREA FLOOD CONTROL AGENCY

STATEMENT OF NET ASSETS - GOVERNMENTAL ACTIVITIES

JUNE 34, 2006

ASSETS

Cash and investments
Interest receivable
Deferred charges
Dug from other governments
Capital assets:
Land
Equipment, net of accumulated depreciation
Total capital assets

Total assets _
LIABILITIES

Warrants and claims payable
Accounts payable
Due to other governments
Accrued interest payable
L.ong-term liabilities:

Due within one vear

Due in more than one year

Total liabilities
NET ASSETS (DEFICIT)

Invested in capital assets, net of related det
Unrestricted

Total net assets (deficit)

See accompanying notes to the basic financial statements.
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13,021,603
233,235
656,501
328,292

9,254,051
24 4466

9,278,517

23,518,148

1,496,764
122,430
305,657
476,625

811,83%
38,483,095

41,696,400

412,486
(18,591,147}

§

(1%8,178,261)




SACRAMENTO AREA FLOOD CONTROL AGENCY
STATEMENT OF ACTIVITIES - GOVERNMENTAL ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2000

Program Revenues
Net (Expense)
Charges for Capital Grants Revenue and
Expenses Services and Contributions  Changes m Net Assets
Functions/Programs
Public protection $ 8117544 & 6,461,373 g - $ {(1,626171)
Public ways and facilities 6,493,665 3,667,375 7,031,262 4,204,972
Interest 1.491,897 - - (1,491,897}
Total governmental activities  § 16,103,106 $10.158 748 S 7.031.262 1,086,904
General Revenues:
Intergovernmental not restricied to specific programs 575969
Interest and other income 1.659.333
Total general revenues 2235302
Change m net assets 3322206
Net assets {deficit) - July 1 (21,500,467)
Net assets (deficit) - June 30 $ (18,178,261

See accompanying notes to the basic financial statements.
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ASSETS

Cash and imvestments
Interest receivable
Due from other funds

[ue from other povernmenis

Total assets

LIABILITIES AND FUND BALANCES

Liabilites:
Warrants & clalms payable
Ascounts pavalle
Due (o other funds

[iue w other governmens

Total liabilities

Fund halances:
Reserved for
Encambrances
Debt service
Hanson Ranch
Unreserved, undesignaled,
reported in:
Cieneral Fund
Capital projects funds

Spegial revenue fund
Total fund balances

Total liabililies and fund halances

SACRAMENTO AREA FLOOD CONTROL AGENCY
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 340, 2006

Capial Projects Funds Debt Service Funds
American River/ Special Monnajor Toal
Morth Ares South Sseramento Capital Governmenta]  Govermmental
(rencral Loca! Project SIrRams Assessments Coverage Funds Funds

3 796,477 % - % 7167647 % 2515610 § 1FIEI0F 0§ RIBOTH 5 13,021.603
7929 G 108,153 16,392 JEHERA 7.525 233,235

1.763 389 - 730.000 - - - 2,495,589
186,288 - 142,004 - . - 328,202

§ 0 2827045 8 S 3 B4TRO6 & 2532002 § 1745036 F 826200 § (G07RTI0
§ 0 L2425%8 % 74281 8§ 177928 & - b3 - 5 - b A9 T
95.200 - 27,23 - - - T2RAR0
300,000 430,000 TGRSR - - - 2495589
87,731 203,253 12,518 - - R 305,657
1,727,490 700574 1.583.261 " - 1158 A A2 A
842215 486,314 373.980 - - - 1,702,569

- - - 2,532.002 1.745.056 826,183 5,103,243

230,801 - - - - - 136.8070
21139 - - - - - 21,139

- (1,195,879 5,790,368 - - - 4.594.080
- - - - . (9% 99

1,100,145 {T09.5657 6.164,345 2,532,002 1,745 450 826,088 11.,658.279

S 2827643 3 g 3 BI47.806  F 2533002 5 1,7454% §F 826201

Amounts reporied for gevernmental gctivizies in the statement of net asseis are diflerent becatise:

Costs of issuance are deferred 10 the statement of net assets and reporied 056,50)
as expenditures in the fund financial statements

Capizal assets used in goverminental activities are not financial resources
and therefore arc not reported in the Rinds 8,278,517

Accrued imterest pavable is not dug and payabie in the current period and
therefore is not reported i the funds {476.023)

Lomg-tern: labilities. including bonds pavable. are net due and payabie in the

current period and therefore are not renorted in the fimds {39 204 07373
Net assets (defieit) of governmental aciivities S (1R 178201

See accompanyling noies io the basic financial statements.
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SACRAMENTO AREA FLOOD CONTROL AGENCY
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 34, 2006

S

Caniat Prodects Fuads Deht Service Funds
Ameriean River Special N onruon Total
Teorth Area South Sacramento Capital Governmental Giovernmenial
Genera Lacal Project Streams ASERSSIent] Caverage Funds Funds
RIVENUES
Special henefi assessmems S 649137 & - i) 3651594 % - $ - $ - § PR 142967
Spucial capial assessmenis - - - 3.667.375 - - 3.667375
interpavernmertal 373969 392 .47 2787184 . - - 3055637
interest arxl oiher moome 298.240 958 G55 173,615 BO.6IG E7.05% 21944 1,650,333
Folal revenues 355888 PSR 43T 6.612,398 3.747.994 B7.951 21944 19435512
EXPENDITURES
{arrent:
Public protection 117.544 - B - - 2117842
Public ways and faciiities - 3HLTSS 3.562,427 36928 - - £.R90 106
{ebt service:
Principai - - - - - 122,00 {33,000
Advance fefunding escrow - - TONT.863 - . 7037963
Cast of issuance - - - 1 054 - - 491,054
Inlgrese - - 1.273.288 - 268.221 1,541,500
Totuf expenditures £.117.544 3562437 9.089.233 - 391.22) 24,403,175
Excess {deficrency’ of reveraies
over (under expenditures £751.456; 1 GRERTTY 3.049.91 {5.311.23% £7.05] {371,277y (4977 R67TY
OTHER FINANCING SOURUES (LISES)
Transfors - - . 5,026,384 1,645,803 7799353 7453142
Transiar. ont {IR6 T4y . - (1,341,542 {1.519,805) (4,205.061; {T.453.142%
Refinding bonds issued - - - 34,595,001 - - 34,385,000
Refunding bonds saued premim - - 2.231.884 - - 2,231,884
Paynsents 1o refund bond eserow agent - - - {34,632.1300 - - {34.632.1501
Teral ether inancky sources (uses) {386,734} - - 5.870.576 126,908 £3.425, 144 2.194.734
NET CHANGE IN FUND BALANCES 11 138.090) £i.68).31% 3,049.971 568,337 214,949 (3.796,383) (2.783.133)
Fund balances - Jniv 2038045 $71.752 3,114,874 1.063.063 1.530.107 4632 464
“umd halances - Jone 30 b LI00185  §  iTnuses) § 0.164.545 § 2837 D07 3 1.745.U08a b3 826,086
Agnousts repornted for governmental aclaviies in the siatement of antivities are different becauss:
Governmental finds report capital oullny as expenditures. However, in the statement of activities the cost of those
assets s allualed over their estimated useful fives and reported as depreciarion expense. This is the amount by whieh
capital autlays o S402.806 exveeded depreciation of $6.462 in the currem period 396,444
The issuance of kng-term debt fe.g. boreds, ieases) provides currant fimancial resources to governmental funds, while
ihe repaymenm of the pringipal of lomg-term dehe cansumes the curremt financinl resources of povermental funds
Neither transaction. however, has s effect on et assts. Also, povernmantal fiunds report the effect of issuance sost,
premiums. discounts, and similar fterme: when debt s Arst issued. whereas these amounts ate deferred and amortized in
i staterments of actvities. The amount s the nel effect of these difierences in the weatment of inng-tem debr and
reliled trems.
Advance refunding esorow 7.037.963
Cost of msmnes 691.054
Kepavment of debt 125080
Refunding bunds issued (34395000
Retimdimg bond isued premium [2.231.8384)
Fayereny 1 refnd dond escrow apent 34.632.150 5.059.283
Som ¢xpenses port it the statement of activities do ot requice the nse of current financial resources and . therefore,
are 1wd repested us expendinures i governmental funds,
Change i acorued merest pavable 7.327
Currens vedr amorization of pramium 11594
Cmment vewr amoetization of loss of refimding f1049.750;
Current vear amortization of cost of issuance (34,5531 40 612
Change w s assers of povernmenial activies 4 3.322.206

See accompanying notes (¢ the basic financial statements.
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SACRAMENTO AREA FLOOD CONTROL AGENCY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

NOTE 1 - REPORTING ENTITY
Authorized Legisiation and Organization

The Sacramento Area Flood Control Agency (SAFCA), which was created effective January 1, 1990 pursuant
to Section 6500 of the California State Government Code and the provisions of a Joint Exercise of Powers
Agreement, 1s a political subdivision of the State of Califorma. SAFCA is a jointly governed organization
under GASB Statement No. 14, The Financial Reporting Entity. Parties to this agreement are the City of
Sacramento, County of Sacramente, Reclamation Dastrict No. 1000, American River Flood Control District,
County of Sutter, Sacramento County Water Agency and Sutter County Water Agency. SAFCA was formed
to plan, coordinate and finance regional flood protection improvements in the Sacramento area. SAFCA is
governed by a Board of Directors, which is composed of five members from the Sacramento County Board of
Supervisors, three members from the Sacramenio City Council, two trustees from the American River Flood
Control District, two trustees from Reclamation Dhstnct No, 1000, and one member {rom the Sutter County

Board of Suparvisors. In addition, SAFCA contracts with Sacramento County and the City of Bacramento for
its employees.

On June 20, 1991, the SAFCA Board of Directors passed Resolution 91-010, forming the SAFCA Fiood
Control Operations Assessment District No. 1. The Sacramento Area Flood Control Agency Act, which was
augmented by the Califorma State Legislature, granted SAFCA the ability to levy and coliect assessmenis and
to pay for administrative, operations and maintenance costs. The District operates within SAFCA's boundarics
and 18 governed by the same Board of Directors.

On September 21, 1995, the SAFCA Board of Directors passed Resolution 95-112, forming the SAFCA North
Area Local Project Capital Assessment District No. 2 and authorizing the 1ssuance of bonds in the principal
amount of $84,345.000.

On June 29, 2000, the SAFCA Board of Directors passed Resolution 00-050, forming the SAFCA Capital
Assessments District No. 3 - American River and South Sacramento Streams and authorizing the issuance of
bonds in the principal amount of $28,500,000.

On February 17, 2005, the SAFCA Board of Direclors passed Resolution 05-016 in regards to the exisiing
North Area Local Project Capital Assessment District No. 2 authorizing the issuance of bonds in the principal
amount of $34,595 000.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

Government—wide Financial Statements

The statement of net assets and statement of activities display information about the primary government

(SAFCA}, These statements include the financial activities of the overall government, except for fiduciary
activities. Eliminations have been made to minumize the double counting of internal activities,



SACRAMENTO AREA FLOOD CONTROL AGENCY
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Government-wide Financial Statements (continued)

The statement of activities presents direct expenses and program revenues for each function of SAFCA's
governmental activities, Direct expenses are those that are specifically associated with a program or function
and; therefore, are clearly identifiable to a particular function. Program revenues include 1) charges paid by,
the recipients of goods or services offered by the programs and 2} grants and coniributions that are restricted to
meeting the operational or capital requirements of a particular program. Revenues that are not classified as
program revenues, including all taxes, are presented instead as general revenues

When both restricted and unrestricied resources are available, restricted resources are used first, then
unrestricted resources as needed.

Fund Financiul Statements

The fund financial statements provide information about SAFCA’s funds, which inciude only governmental
funds.

SAFCA reports the following major governmental funds:

The General Fund is used to account for all revenues and expenditures necessary to carry out basic

governmental activities of the SAFCA that are not accounted for through other funds. For the District, the
General Fund's activities include public protection oniy.

The North Area Local Project Fund (NALP} is a capital projects fund used to account for the bond
proceeds and the accumulation of other resources for, and expenditures relating to the Sacramento Urban
Area Levee Restoration Project and the NALP.

The American River/South Sacramento Streams Fund (AR/SSS) is a capital projects fund used to account
for the hond proceeds and the accumulation of other resources for, and expenditures refating to the local

share of costs for federally authorized improvements along the American River and Morrison Creek and
its tributaries.

The Special Capital Assessments Fund 1 2 debt service fund used to account for all proceeds received by
it from the annual levy and collection of special capital assessments when received. The monies in the
Special Capital Assessments Fund are used to punctually pay interest, principal and redemption premiums
on the 1995 NALP Capital Assessment District No. 2 Bonds. Through June 30, 2006, the Special Capital
Assessments Fund funded all principal and interest payments as scheduled.

The Coverage Fund is a debt service fund funded from the Operation and Maintenance Assessment Fund
and is supplemented from the Special Capital Assessments Fund, each October. The Coverage Fund is o
be replenished on or before the first day of each October to restore the Coverage Fund to a sum equal to
the required level. All funds ir the Coverage Fund shall be used solely for the purpose of paving the
intgrest on or principal of the bonds in the event there is insufficient money available for such purpose.
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SACRAMENTO AREA FLOOD CONTROL AGENCY
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

NOTE 2 = SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Accounting

The government-wide financial statements are reported using the economic resources measurement focus and
the accrual basis of accounting. Revenues are recorded when eamned and expenses are recorded at the time
liabilities are incurred, regardless of when the related cash flows take place. Non-exchange transactions. in
which SAFCA gives (or receives) value without directly receiving (or giving) equal value in exchange, include
special assessments, grants, entitlements and donations, On an accrual basis, revenue from special
assessments 18 recognized in the fiscal year for which the assessments are levied. Revenues from grants,

entitlements and donations are recognized in the fiscal year in which all eligibility requirements have been
satisfied.

Governmental funds are reported using the current financial resources measurement focus and the modified
accrual basis ol accounting., Under this method, revenues are recognized when measurable and available.
Special assessments, interest and certain state and federal grants are accrued when their receipt occurs within
sixty days after the end of the accounting period so as to be both measurable and available. Expenditures are
generally recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures are recorded only when payment is due. General capital assets acquisitions are reported as

expenditures in governmental funds. Proceeds of general long-term debt and the sale of capital assets are
reporied as other financing sources.

Cash and Investments

Pursuant to the Joint Exercise of Powers Agreement, the Treasurer of the County of Sacramento (County) has
custody of all cash and investment balances and is the fiscal agent for SAFCA. All cash in the debt service
funds represent bond reserves: the remainder of SAFCA’s cash is pooled with other County funds. SAFCA’s
share of the pooled cash account is separately accounted for and interest earned. net of related expenses, is

appottioned at the end of each quarter based upon the relationship of its daily cash balance to the total of the
pooled account,

Cash and investments in SAFCA’s investment pools are presented at fair value in accordance with
Governmental Accounting Standards Board (GASR) Statement No. 31, Accounting and Finaneial Reporting
Jor Certain Investments and for External Investmeni Pools. The value of SAFCA’s shares in the pools is
determined on an amortized cost basis, which may be different from fair value. The County’s basic financial
statements, containing all of the applicable provisions of GASB 31, can be obtained from the County Auditor-
Controller’s Office.

Capital Assets
Capital assets are stated at cost except for assets contributed to SAFCA. which are stated at their market value
on the date contributed. When assats are retired or otherwise disposed of, the cost and related depreciation are

removed from the accounts and any resulting gain or loss is reflected in net income for the period.

Maintenance and repair costs are expensed as incurred. Significant renewals or betterments are capitalized and
depreciated over their estimated useful lives.
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SACRAMENTO AREA FLOOD CONTROL AGENCY
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Depreciation of capital assets is computed under the straight-line method over the following estimated usefu!l
lives:

Equipment 510 10 vears

Structures and improvements 10 to 40 years

The SAFCA's policy 1s to capitalize all capital assets with a cost greater than $5.000 and a useful life of more
than | vear.

Special Benefit Assessments

Special benelit assessments are recognized and apportioned only as received. The special benefit assessment
is billed with rhe Sacramento and Sutter property tax rolls. [t is, however, not a property tax since it is exempt
from the tax rate limitation pursuant to Article XIIIA of the California Constitution. Assessments are payable
in equal installments on November 1 and February 1. They become delinquent afier December 10 and Aprit
10, respectively. The assessment date 1s July 1 and the lien date is January | of each year.

special Capital Assessments

Special capital assessments are levied on parcels of property in the Capital Assessment District to satisfy the
armual debt service during the ensuing bond vear. Although the annual special capital assessments constitute
liens on the Juts and parcels assessed. they do not constitute a personal indebtedness of the respective owners
of the lots and parcels. Furthermore, there is no assurance as to the ability or the willingness of the owners to
pay the special capital assessments.

The special capital assessments are collected annually on the County’s secured tax roll on which general taxes
on real property are collected. The special capital assessments are payable and become delinguent at the same
time and in the same proportionate amounts and bear the same proportionate penalties and interest after
delinquency as do the general taxes except that accelerated foreclosure procedures are imposed. Special
capital assessments are recognized and apportioned to SAFCA as received by the County. Amounts not
received at vear-end are delinquent.

NOTE 3 - CASH AND INVESTMENTS

Ag discussed in note 2, SAFCA’s cash and investment are held in the County Treasurer’s pool and the County,
acting in & fiduciary capacity, established a separate cash and investments pool (fiscal agent pool) to segregate
and invest monies in accordance with long-term obligation covenants. The County Treasurer’s pool and fiscal
agent pool are not rated by credit rating agencies.  Af June 30, 2006, SAFCA’s cash and investments held in
the County Treasurer’s pool and fiscal agent pool totaled $8,102,603 and $4,919,000, respectively.
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SACRAMENTO AREA FLOOD CONTROL AGENCY
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

NOTE 3 — CASH AND INVESTMENTS {Centinued)

SAFCA belisves it 1s not at measurable risk as to the four risk areas as follows:

Credit Risk - This is the nisk that an issuer or other counterparsy will not fulfill its obligations. SAFCA
participates in the County's investments pools. which are not rated by credit rating agencies.

Custodial Credit Risk — This is the risk that in the event a financial institution or counterparty fails, the County
would not be able to recover the value of its deposits and investments. SAFCA’s investments consisted of
participation in the County's pools: accordingly, SAFCA is not exposed to custodial credit risk.

Concentration of Credit Risk - This is the risk of loss attributed fo the magnitude of a government's
investment in a single issuer. SAFCA participates in the County's investment pools: accordingly,
coneentration of credil risk 1s not applicable to SAFCA.

Interest rate risk — This is the risk that changes in interest rates will adversely affect the fair value of an
investment. Refer to the table below for disclosure.

The following schedule surnmarizes the carrying value of cash and investments held in the County Treasurer’s
pool and fiscal agent pool at June 30, 2006, NR represents securities that are not rated.

Weighted

Carrying Credit | Average

Value Rating | Maturity

Treasurer’s pool $8,102,603 NR 184 days
Fiscal agent pool 4,919,000 NR 96 days
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SACRAMENTO AREA FLOOD CONTROL AGENCY

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2006

NOTE 4 — CAPITAL ASSETS
Capital asset activity for the year ended June 30, 2006 was as lollows:

Balance at

Jaly 1, 2003 Additions

Retirements

Balance at
June 30, 2006

Governmental activities

Capiial assets, not being

depreciared:
Land $ 8,643,370 § 610.68! $ 3 9.234.051
Construction in progress 222.262 - (222.262) -
Toral capital assets, not

being depreciated. R.B65,632 610,681 (222,262) 9,254 051
Capiral assets, being

depreciated:
Equipment 28,145 14,487 42,632
Less accumulated depreciation {11,704y (6,462) (1R.166)
Total capital assets, heing
depreciated, net 16,441 8,025 24,460
Governmerntal activities

capital assets, net ) 8,882,073 $ 618,706 $  (222,262) S 9,278,517

Depreciation expense for the yvear ended June 30, 2006 was $6,462 and was charged to the public ways and

facilities function.

NOTE 5 -~ OPERATING LEASES

SAFCA has two non-cancelable operating leases for office space at 1007 7™ Strect, one of which is the
Mezzamme floor al §780 per month through December 2006, which then increases to $803 per month from
January 2007 through December 2007 (Lease 1574). SAFCA also leases the 7" floor at $12.000 per month
from June 2006 through May 2007 (Lease 1352) and part of the 2" floor at $750 per month from June 2006
through May 2007 (Lease 16613 Rental expenditures for the vear ended June 30, 2006 were $142.519,
Future minimum rental payments required under the operating leases as of June 30, 2006 are as follows:

lLease 1574 Lease 1352 Lease 1661
2007 b 9498 S 132,000 h 5,250
2008 4,818 - -
Total 8 14,316 § 132,600 § 8,250

Under the term of Lease 1352, SAFCA has the oplion to renew the lease for an additional two years. SAFCA

subleases a portion of its office space to consultants on a month-to-month basis.
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SACRAMENTO AREA FLOOD CONTROL AGENCY
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

NOTE 6 — RELATED PARTY TRANSACTIONS

For the year ended lune 30, 2006, the County of Sacramento, a related party, owed SAFCA $233,235 for
interest earned on Treasury deposits and $328 292 for special assessments payvments received by the County,
bui not transferred to SAFCA prior to vear-end. In addition, SAFCA’s employees are employees of the
County and SAFCA uses other County departments for other services, such as risk management, engineering,
accounting, elc. Expenditures paid to the County during the year were $1,753,700.

NOTE 7 - CONTINGENCIES

SAFCA is involved in various claims and litigation, which is considered normal to SAFCA’s regional

g g
planning activities. In the opinion of SAFCA’s management, the ultimate resolution of these matters will not
have a material adverse effect on SAFCA's financial position.

NOTE B - LONG-TERM OBLIGATIONS
Long-term obligations consist of the following at June 30, 2006:

Series 1996 Operating and Maintenance serial series honds due on

November 1, 2002 through 2008 with tnterest rates from 4.45% 10 5.25%,

optional redemption effective for bonds maturing on or after November 1,

2006 at a premium rate 0% to 2%, 405,000

Series 1996 Operating and Mainienance term series bonds due on

November 1, 2009 through 2016 with interest at 5.80%, optional

redemption effective for bonds maturing on or after November 1, 2006,

at a premium rate of 0% to 2%. 1,473,000

Series 1996 Operating and Maintenance term series bonds due on

November 1, 2017 through 2025 with interest at 5.90%. optional

redemption effective for bonds maturing on or afier November 1

2006 at a premium rate of 0% to 2%. 2,690,000

Series 2005 NALP Capital term series bonds due on October 1,
2006 through 2025 with interest at 4.8-5.38%, optional redemption
effective for bonds maturing on or after October [, 2015 at a

premium rate of 0% to 2%. 34.595.000
Total long-term obligations £39.165.000

3
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SACRAMENTO AREA FLOOD CONTROL AGENCY
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

NOTE B~ LONG-TERM OBLIGATIONS (Continued)

The aggregate amount of debt service on long-term debt outstanding at June 30, 2006 is as follows:

Year Ending June 30. Principal interest
2007 805,000 1,974,720
2008 1,250,000 1.923.211
2009 1,310,000 1,858,935
2010 1,375,000 1,791,035
2011-2015 8,010,000 7,801,700
2016-2020 10,230,000 SART6TS
2021-2025 13,140,000 2,517,300
2026 3,025,000 77.290
Total $ 39165000 $ 23.431.866

On November 1, 1996, Sacramento Area Flood Control Agency issued $1,335,000 of serial series and
$4,165,000 of term series 1996 Subordinated Operation and Maintenance Assessment Bonds., The interest rate
on the serial series bonds range from 4.45% to 5.25%. The interest rates on the term bonds are 5.8% and
5.9%. The bonds are secured by special capital assessments and operations and mainienance assessmenis

levied by SAFCA on property in the Operation Assessment District No. 1 and by certain other funds and
accounts,

On October 1, 2003, Sacramente Area Flood Control Agency issued $34.595.000 of term series 2003 Norih
Area Local Project Capital Assessment District No. 2 Bonds with interest rates ranging from 4.8 to 338
percent. Proceeds from this were used to (i) establish irrevocable escrows to refund in full the $34,880,000 of
North Area Local Project Capital Assessment District No. 2 Bonds, 1995 Series and $4,695,000 of North Area
Local Project Capital Assessment District No. 2 Subordinated, 1996 Series; (ii} to finance certain facilities of
SAFCA; (i) purchase a Reserve Surety Bond in the amount of the reserve fund requirement. The bonds were
secured by special capital assessments to be levied by SAFCA on property in SAFCA’s NALP Capital
Assessment District No. 2 and by certain other fund accounts,

As atesult, the 1995 NALP Series and the 1996 NALP Series are considered 1o be defeased and the Hability
for those bonds has been removed from the Sacramento Arez Flood Control Agency financial statements. The
advance refunding will result in reducing the debt service payments by $7,877,500 to obtain an economic gain
on the refunding (difference between the present value of the debt service payvments on the refunded debt and
refund debt) of $1,804,937.

PJ
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SACRAMENTO AREA FLOOD CONTROL AGENCY
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

NOTE 8 — LONG-TERM OBLIGATIONS (Continued)

Changes m long-term obligations for the fiscal year ended June 30, 2006 were as follows:

Juby 1, 2003 Jure 30, 2006 Drie within
Balance [ncrease Decrease Balance one vear
Revenue Bonds 5 44270000 § 34,595,000 8 (307000007 § 39,165,000 $  B0S.000
Add: lssuance prenzum - 2231884 (111,594) 2.120.290 111,594
Less: Loss on Refunding - (2095110 104,736 {1L.990.357) (104.7563
Total S 44,770,000 b3 (38.70683% % 35,284,033 h)

34731771 3

311838

The Federal Tax Reform Act of 1986 requires issuers of tax-exempt debt to make payments 1o the United
states Treasury of investment income received at yields that exceed the issuer’s tax-exempt borrowing rates.
The U.S. Treasury requires payment every five years. The potential lability, if any, to be paid November
2006 wil! fluctuate based upon the stream of construction drawdowns and changing investment yields. As of

June 30, 2006, SAFCA has no arbitrage Liability.

NOTE 9 - DEBT AND BOND COVENANTS

Pursuant to the Series 2005 NALP Capital Assessment District No. 2 Bond Agreement, SAFCA is required to
faithfully perform and abide by all of the covenants, undertakings, and provisions detailed in the bond

agreement. Specific covenants include the following:

o SAFCA will use the funds for the advanced refunding of the 1993 & 1996 NALP bonds.

o SAFCA will punctually pay all interest on and principal of and redemption premium, il any, when

due.

s SAFCA will not issue any evidences of indebtedness payable nor permit the creation of any pledge,
lien, charge or other encumbrances upon any funds in the Special Capital Assessments Fund or the

Coverage Fund.

* SAFCA will not take any action, or fail to take action, which would adversely affect exclusion from

federal income taxation.

* Not less than 90 days after the fiscal year end, SAFCA will institute foreclosure proceedings for all
delinquent special capital assessments as authorized by the Act.

For the year ended June 30, 2006, SAFCA has complied with the preceding provisions.

(]
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SACRAMENTO AREA FLOOD CONTROL AGENCY
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 34, 2006

NOTE 10— RISK MANAGEMENT

SAFCA 1s exposed to various risks of loss related to torts; theft of, damage to and destruction of assets; errors
and omissions; injuries to employees; and narural disasters. SAFCA reports all of 1ts risk management
activities in its General Fund., SAFCA purchases commercial imsurance for property damage and Lability
through an insurance agenl. who obtains the appropriated insurance coverage needed by SAFCA from
msurance companies.

In addition, SAFCA participates in the County’s self-insurance program for workers’ compensation and
employer’s liability. Annual premiums are based primarily on claims experience. Current premiums are

charged to expense when paid.

SAFCA deductibles and maximurm coverage follows:

Coverage Limits Deductible Carrier Policy Number
General Liability, $15,000.000 $100.000 SIR CSAC Excess CPEIA 03 EL-62
Public Officials Occurrence applies to General  Insurance Authority
Liakiity and Liability, Public
Automobile $15,000,06800 Officials Liability
Liability Aggregate and Automobile
Liahility

Workers W~ $2,000,000 CSAC Excess ElA 05-EWC-30
Compensation and | $150.000,000 Insurance Authority | (This is the
Empiover’s Employers’ County’s self-
Liability Liability - insurance

$5,000,000 program)
Property $5,953 856 51,060 Lexington Insurance | RKMIO5900607
Boiler and $5,883,953 $2,500 CRA BMI1098667200
Machinery

During the past three fiscal years, there were no instances of settlements, which exceeded insurance coverage
and no significant reductions in insurance coverage.

NOTE 11 - SUBSEQUENT EVENT

As of June 15, 2006 board meeting. the SAFCA Board approved the authorization for its Executive Director 10
issue Bond Anticipation Notes (BANS) to be purchased by the City and County of Sacramento, in the amount
of £5 million each. to fund the cest of designing and constructing levee improvements around the Natomas
Basin and creating a new capital assessment district to finance construction of these mmprovements. On
Septernber 12, 2006, the Board of Supervisors of the County of Sacramento authorized the Director of Finance
to purchase $5 million of BAN issued by SAFCA, with proceeds from the County of Sacramento Pooled
Investment Fund, On September 12, 2006, The City Council of Sacramento approved the proposed financing
of the Project by the issuance by the Agency of its Notes. The terms of the BANs will be a fixed interest rate
of 6.25 % for five years and two months; under a fifteen year amortization schedule with principal pavinent
reduction rounded up to $5.006. SAFCA may redeem the BANs at any time upon af least seven-calendar days
noiice.
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SACRAMENTO AREA FLOOD CONTROL AGENCY
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - GENERAL FUND
BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

Variance with
Final Budget -

Budgeted amounts Posttive
Ori __ginai Final Actual {Negarive)

REVENUES
Special benefit assessments S 6,100,000 5 6,100,000 $6491373 % 391.373
Special capital assessments 1,662,063 1.662,063 - (1,662,063}
Intergovernmental - - 575,969 573,969
Inierest and other income 116,600 116,600 208,246 181.046

Total revenues 7,878,663 7,878,603 7,365,588 {(5313.07%)
EXPENDITURES
Current:

Public protection 10,528,619 10,528,616 8117544 2411075
Deficiency of revenues under expenditures (2,649,956 (2,649,956) {751,056) 1.898.,000
OTHER FINANCING USES
Transfers out - - {386,734} {386,734}

Total other financing uses - - {(386.734) {386,734)
NET CHANGE IN FUND BALANCE 5(2,649.956) S$(2.649.956) ($1.138.690 § 1,311,266

See note to the required supplementary mformation.
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SACRAMENTO AREA FLOOD CONTROL AGENCY
NOTE TO THE REQUIRED SUPPLEMENTARY INFORMATION
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

NOTE 1 - BUDGET

Encumbrances, which are commitments related to the future purchase of goods or services, are recorded in
General Fund, special revenue fund, debt service funds, and capital projects funds. Encumbrances outstanding
at vear-end do not constitute expenditures or liabilities. Unencumbered appropriations lapse at year-end and
encumbrances outstanding at that time are reported as reservations of fund balance for subsequent-year
expenditures.

The Sacramento Area Fiood Control Agency's budget for governmental funds is prepared on the modified
accrual basis of accounting. Encumbrances not liguidated in the current year are added to the subsequent-ycar
budget for reporting and control purposes.
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SACRAMENTO AREA FLOOD CONTROL AGENCY
COMBINING BALANCE SHEET - NONMAJOR GOVERNMENTAL FUNDS

JUNE 30, 2006
Special Revenue Total
Fund Debst Service Funds Nonmajor
Reoperation Assessment Governmental
Mitigation Surplus  Redemption  Reserve Obligation Funds
ASSETS
Cash and investments i) - § 4 5 12 85429682  $ 388978 § 818.076
Interest receivable _ - - - 4,087 3,438 7.525
Total assets $ - S 4 % 12 $433.,769 $392416 % 826.201
LIABILITIES AND
FUND BALANCES
Liabilities:
Due to other governments ~ $ 99  § 4 S 12§ - 3 - § 115
Total liabitities 89 4 12 - - 115
Fund balances:
Reserved for;
Debt service - - - 433,769 392416 26,185
Unreserved:
Special revenue fund (99) N - - - (99}
Total fund balances (99) - - 433.749 392416 826,086

Total habilities and
fund balances

L%
1
5
B
o3

12 §$433,769  $392416 § 826,201

-
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SACRAMENTO AREA FLOOD CONTROL AGENCY
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

Special Revenue Total
Fund Debt Service Funds Nonmajor
Reoperation Assessment Governmental
Mitigation Surplus  Redemption  Reserve Obligation Funds
REVENUES
Interest and other income ) 39y % (1242 § (1.289) & {544y S 25058  § 21,944
Total revenues (39 (1,242 {1.289) {544) 250358 21,944
EXPENDITURES
Debt service:
Frincipal - - 125,000 - - 125,000
Interest - - 268,221 - - 268,221
Total expenditures - - 393,221 - - 393221
Excess {deficiency) of
revenues over (under)
expenditures {3N (1,242)  (394,510) (544) 250358 (371,277
OTHER FINANCING
SOURCES (USES)
Transfers in - - 393,221 - 386,734 779,955
Transfers out - (126971)  (266.776) (3.418.093) (393.221) {4,205.061)
Total other financing
sources (uses) - (126971 126,445 {3,418,093) (6,487) (3.425.106)
NET CHANGE IN
FIUUND BALANCES (39)  (128213) (268,065) (3,418,637 18,571 (3,790,383)
Fund balances - July 1 (607 128213 268,065 3,852,406 373,845 4,622 469
Fund balances - June 30 $ 99y § - 3 . $ 433769 §392416 S 820.086




SACRAMENTO AREA FLOOD CONTROI. AGENCY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARD
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

Federal Agency
Pass-Through Agency CFDA Program
Federal Program Title Number Expenditures

U.S. Depariment of Defense (Army Corp of Engineers)

Direct
Flood Control Projects 12,106 3 3,638,006
Total U.S. Department of Defense 3,638,006
Total Federal Awards 3 3,638,006

See accompanying notes to Schedule of Expenditures of Federal Awards.
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SACRAMENTO AREA FLOOD CONTROL AGENCY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARD
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

NOTE 1 - GENERAL
The Schedule of Expenditures of Federal Award includes the federal grant activity of SAFCA. All
federal financial assistance received directly from federal agencies as well as federal financial assistance

passed through other governmental agencies s included on this schedule.

NOTE 2 - BASIS OF ACCOUNTING

The accompanying Schedule of Expenditures of Federal Award is presented using the modified accrual
basis of accounting for program expenditures accounted as described in Note 1 of SAFCA’s basic
financial statements.

NOTE 3 - CATALOG OF FEDERAL DOMESTIC ASSISTANCE (CEDA)Y NUMBERS

The CFDA number included in the accompanying Schedule of Expenditures of Federal Award was
determined based on the program name, review of grant contract information, and the Office of
Management and Budget's Catalog of Federal Domestic Assistance.

NOTE 4 - RELATIONSHIP TO FEDERAL FINANCIAL REPORTS

Amounts reported in the accompanying Schedule of Expenditures of Federal Award agree or can he
reconciled with amounts reported in the related federal financial assistance reports.

NOTE 5~ RELATIONSHIP TO BASIC FINANCIAL STATEMENTS

Federal financial assistance expenditures agree or can be reconciled with the amounts reported in
SAFCA’s basic financial statements.
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San Diega, CA 92181

Board of Directors
Sacramentc Area Flood Control Agency
Sacramento, California

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

We have audited the financial statements of the governmental activities, each major fund and the
aggregate remainmyg fund mformation of the Sacramento Area Flood Control Agency (SATCA) as of and
for the vear ended June 30, 2006, which collectively comprise SAFCA's basic financial statements and
have issued our report thereon dated December 21, 2006, We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Governmen! Auditing Standards. issued by the Comptroller General of the
United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered SAFCA’s internal control over financial reporting in
order to determine our auditing procedures for the purpose of expressing our opinions on the financial
statements and not to provide assurance on the internal control over financial reporting. Our
consideration of the internal control over financial reporting would not necessarily disclose all matters in
the ternal control that might be material weaknesses. A material weakness is a reportable condition in
which the design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that misstatements caused by error or fraud in amounts that would be material
in relation to the financial statements being audited may occur and not be detected within a timely period
by employees in the normal course of performing their assigned functions. We noted no matters

involving the internal control over financial reporting and its operation that we consider to be material
weaknesses.

Compliance and Other Marters

As part of obtaining reasonable assurance about whether SAFCA’s financial statements are free of
maierial misstatement, we performed tests of its compliance with certain provisions of laws. regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we de not express such an opinion. The
results ol our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

An Independent Member of the BDO Seidmon AHiance
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This report is intended solely for the information and use of SAFCA's management. the Board of

Directors, and state and federal grantors and is not intended to be and should not be nsed by anvone other
thin these specified partics.
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Certified Public Accountants

Sacramento, California
December 21, 2006
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Board of Directors
Sacramento Area Flood Control Agency
Sacramento, California

INDEPENDENT AUDITOR’S REPORT ON
COMPLIANCE WITH BOND COVENANTS

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Sacramento Area Fiood Control Agency (SAFCA), as of and
for the year ended June 30, 2006, which collectively comprise SAFCA’s basic financial statements and
have issued our report thereon dated December 21, 2006. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

In connection with our audit, nothing came to our attention that caused us to believe that SAFCA failed to
comply with the provisions of the of the Series 1996 Subordinated Operation and Assessment District No.
| Bond Agreement, Resolution 96-266, Article V, Sections 5.01 to 5.10 and the Series 2005 North Area
Local Project Capital Assessment District No. 2 Bonds, Resolution No. 03-016, Article V, Section 5.05,
insofar as they relate to accounting matters. However, our audit was not directed primarily toward
ohtaining knowledge of such noncompliance.

This report is intended solely for the information and use of management of SAFCA and its Board of
Directors and is not intended to be and should not be used by anvone other than these specified parties.
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Board of Directors
Sacramento Area Fload Control Agency
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Compliance

We have audited the compliance of the Sacramento Area Flood Control Agency (SAFCA) with the types
of compliance requirements described in the U.S. Office of Management and Budger (OMB) Circular A-
133 Compliunce Supplement that are applicable to its major federal program for the year ended June 30,
2006. SAFCA’s major federal program is identified in the summary of auditor’s results section of the
accomparying schedule of findings and questioned costs. Compliance with the requirements of laws,
regulations, contracts and grants applicable to its major federal program is the responsibility of SAFCA’s
management. Our responsibility is to express an opinion on SAFCA’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America: the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, dudits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance abeut whether noncompliance
with the types of compliance requirements referred to above that could have a direct and matenal effect
on a major federal program occurred.  An audit includes examining, on a test basis. evidence about
SAFCA’s compliance with those requirements and performing such other procedures, as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.
Our audit does not provide a legal determmation on SAFCA’s compliance with those requirements.

In our opmion, SAFCA complied, in all material respects, with the requirements referred to above that are
applicable to its major federal program for the year ended June 30, 2006.

Internal Control Gver Compliance

The management of SAFCA is responsible for establishing and maintaining effective internal control over
compliance with requirements of laws, regulations, contracts, and grants applicable to federal programs.
In planning and performing our audit, we considered SAFCA’s mtemnal control over compliance with
requirements that could have a direct and material effect on a major federal program in order to determine
our auditing procedures for the purpose of expressing our opinion on compiiance and to test and report on
internal control over compliance in accordance with OMB Circular A-133.

www.mgoopa.com An Independent Member of the BDG Seidmon Alliance
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Our consideration of the internal controf over compliance would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a reportable condition in
which the design or operanion of one or more of the intemal control components does not reduce 1o a
relatively low level the risk that noncompliance with the applicable requirements of laws, regulations.
contracts, and grants caused by error or fraud that would be material in relation to a major federal
program being audited may occur and not be detected within a timely period by employees in the nermal
course of performing ther assigned functions. We noted no matters involving the internal control over
compliance and its operation that we consider to be material weaknesses.

This report is intended solely for the information and use of SAFCA Board of Directors and management

and the federal awarding agencies and pass-through entities and is not intended (o be and should not ke
used by anyone other than these specified parties.
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Certified Public Accountanis
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December 21, 2006
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SACRAMENTO AREA FLOOD CONTROL AGENCY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2006

Section | — Summary of Auditor’s Resulis

Financial Statements:
Type of auditor’s report issued:
Internal control over financial reporting:
s Material weaknesses identified?
e Reportable conditions identified that are

not considered o be matenal weaknesses

Noncompliance material to financial
statements noted?

Federal Awards:
Internal control over major programs:
¢ Material weaknesses identified?
¢ Reportable conditions identified that are

not considered to be material weaknesses

Type ol auditor’s report issued on compliance
tor major programs

Any audit findings disclosed that are required
to be reported i accordance with section
510(a) of Circular A-1337

Identification of major programs:

Program Title
Flood Control Projects

Dollar threshold used to distinguish between
Type A and Type B programs:

Auditee qualified as low-risk auditee?

Ungualified
No
None reported

No

No

None reported

Unqualified

CFDA Number
12.106

360,000

Yes

Section I - Financial Statement Findings

None.

Section III — Federal Award Findings and Questioned Costs

None.
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APPENDIX C
DTC AND THE BOOK-ENTRY ONLY SYSTEM

This Appendix describes how ownership of the Series 2007 Bownds is to be transferred and how the
principle of. premium, if any, and interest on the Series 2007 Bonds are to be paid to and accredited by DTC
while the Series 2007 Bonds are registered in its nominee name. The information in this Appendix concerning
DTC and the Book-Entry-Only System has been provided by DTC for use in disclosure documents such as this
Official Statement. The Agency believes the source of such information to be reliable, but takes no
responsibility for the accuracy or completeness thereof.

The Agency cannot and does not give any assurance that (1) DTC will distribute pavments of debt
service on the Series 2007 Bonds, or redemption or other notices, to DTC Participants, (2) DTC Participants
or others will distribute debt service payments paid to DTC or its nominee (as the registered owner of the
Series 2007 Bonds), or redemption or other notices, to the Beneficial Owners, or that they will do so on a
timely basis, or (3) DTC will serve and act in the manner described in this Official Statement. The current
rules applicable to DTC are on file with the Securities and Exchange Commission, and the current procedures
of DTC to be followed in dealing with DTC Participants are on file with DTC.

The Depository Trust Company (“DTC”), New York, New York, will act as securities depository for
the Series 2007 Bonds. The Series 2007 Bonds will be 1ssued 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
representative of DTC. One fully-registered Series 2007 Bond will be issued for each maturity and series of
the Series 2007 Bonds in the aggregate principal amount of each such maturity and series and will be deposited
with DTC.

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New
York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of
the Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform
Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of the
Securities Exchange Act of 1934, DTC holds and provides asset servicing for over 2.2 million issues of U.S.
and non-U.S. equity, corporate and municipal debt issues, and money market instrument 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 Participants’ accounts. This
eliminates the need for physical movement of securities certificates. Direct Participants include both U.S. and
non-U.3. 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 of Direct Participants of DTC and Members of the National
Securities Clearing 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 1.1.C, and the National Association of Securities Dealers, Inc.
Access to the DTC system is also available to others such as both U.S. and non-U.5. securities brokers 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: AAA. The DTC Rules applicable to its Participants are on file with the Securities and
Exchange Commission. More information about DTC can be found at www.dtcc.com and www . dtc.org.

Purchases of Series 2007 Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Series 2007 Bonds on DTC’s records. The ownership interest
of each actual purchaser of each Series 2007 Bond (“Beneficial Owner”) is in turn to be recorded on the Direct
and Indirect Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their
purchase, but Beneficial Owners are expected to receive written confirmations providing details of the
transactions, as well as periodic statements of their holdings, from the Direct or Indirect Participant through
which the Beneficial Owners entered into the transaction. Transfers of ownership interest in the Series 2007
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Bonds are to be accomplished by entries made on the books of Participants acting on behalf of Beneficial
Owners. Beneficial Owners will not receive certificates representing their ownership interests in the Series
2007 Bonds, except in the event that use of the book-entry system for the Series 2007 Bonds is discontinued.

To facilitate subsequent transfers, all Series 2007 Bonds deposited by Direct Participants with DTC
are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested
by an authorized representative of DTC. The deposit of Series 2007 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. DTC
has no knowledge of the actual Beneficial Owners of the Series 2007 Bonds, DTC’s records reflect only the
identity of the Direct Participant to whose account such Series 2007 Bonds are credited, which may or may not
be the Beneficial Owners. The 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 DTC. If less than all of the Series 2007 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 1ssue to be redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to the Series 2007 Bonds unless
authorized by a Direct Participant in accordance with DTC’s procedures. Under its usual procedures, DTC
mails an Omnibus Proxy to the Agency 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 Series 2007 Bonds
are credited on the record date (identified in a listing attached to the Omnibus Proxy).

Redemption proceeds and principal and interest payments on the Series 2007 Bonds will be made to
DTC. DTC’s practice is to credit Direct Participants’ accounts, upon DTC’s receipt of funds and
corresponding detail information from the Agency or the Treasurer on payable dates 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 DTC, the Paying Agent or the Agency, subject to any statutory or regulatory requirements as may
be in effect from time to time. Payment of redemption proceeds and principal and interest to DTC is the
responsibility of the Agency, disbursement of such pavments to Direct Participants shall be the responsibility
of DTC, and disbursement of such pavments to the Beneficial Owners shall be the responsibility of Direct and
Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the Series 2007
Bonds at any time by giving reasonable notice to the Agency and the Treasurer. Under such circumstances, in
the event that a successor securities depository is not obtained, Series 2007 Bond certificates are required to be
printed and delivered.

The Agency may decide to discontinue use of the system of book-entry transfers through DTC (or a
successor securities depository). In that event, Series 2007 Bonds will be printed and delivered.

Use of Certain Terms in Other Sections of this Official Statement. In reading this Official Statement it
should be understood that while the Series 2007 Bonds are in the Book-Entry-Only System, references in other
sections of this Official Statement to registered owners should be read to include the person for which the
Participant acquires an interest in the Series 2007 Bonds, but (i) all rights of ownership must be exercised
through DTC and the Book-Entry-Only System, and (ii) except as described above, notices that are to be given
to registered owners under the Order will be given only to DTC.
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APPENDIX D
SUMMARY OF CERTAIN PROVISIONS OF THE RESOLUTION

Certain provisions of the Resolution are summarized below. This summary of the Resolution is
not to be considered a full description thereof, and reference should be made to a complete copy of the Resolution
for a full description of such document. A complete copy of the Resolution is on file and available for inspection
at the office of the Clerk of the Board of Directors of the Sacramento Area Flood Control Agency.

DEFINITIONS OF CERTAIN TERMS
“Accountant’s Report” means a report signed by an Independent Certified Public Accountant.

“Acquisition and Construction Fund” means the Sacramento Area Flood Control Agency
Consolidated Capital Assessment District Acquisition and Construction Fund established by the Resolution.

“Act” means the Sacramento Area Flood Control Agency Act (being Chapter 130 of West’s
Ann. Cal. Water Code App.}, and all laws amendatory thereof or supplemental thereto.

“Agency” means the Sacramento Area Flood Control Agency, a joint exercise of powers agency
duly organized and existing under the laws of the State of California and exercising the powers granted to it under
the Act.

“Annual Debt Service” means for any Fiscal Year, the Debt Service for such Fiscal Year.

“Assessable Land” means all land within the Assessment District subject to the annual levy of
Consolidated Capital Assessments under the Act in accordance with the proceedings for the authorization of the
issuance of the Bonds and the levy and collection of the Consolidated Capital Assessments, as more particularly
described in the Engineer’s Report.

“Assessment District” means the Sacramento Area Flood Control Agency Consolidated Capital
Assessment District.

“Board” means the Board of Directors of the Agency.

“Bonds” means all bonds of the Agency at any time Qutstanding under the Resolution that are
executed, issued and delivered in accordance with the provisions of the Act and the Resolution and that were
authorized at the public hearing held in the Agency on April 19, 2007 and by the proceedings for the formation of
the Assessment District, and any refunding bonds issued under the Act to refund any of such bonds. “Serial
Bonds” means Bonds for which no Sinking Fund Account Payments are established. “Term Bonds™ means Bonds
which are redeemable or payable on or before their specified maturity date or dates from Sinking Fund Account
Payments established for the purpose of redeeming or paying such Bonds on or before their specified maturity date
or dates.

“Certificate of the Agency” means an instrument in writing signed by the Executive Director, or
by any other officer of the Agency duly authorized by the Board for that purpose, and by the Clerk.

“Clerk” means the Clerk of the Board of Directors of the Agency.
“Code” means the Internal Revenue Code of 1986 and the regulations issued thereunder from

time to time, and in this regard reference to any particular section of the Code shall include reference to any
successor to such section of the Code.



“Consolidated Capital Assessment Distriet Capital Outlay, Operations and Maintenance Fund”
means the fund established under that name pursuant to the Resolution.

“Consolidated Capital Assessment Fund” means the Sacramento Area Flood Control Agency
Consolidated Capital Assessment District Consolidated Capital Assessment Fund established by the Resolution.

“Consolidated Capital Assessments” means all special capital assessments levied and collected
annually on all Assessable Land in the Assessment District under and pursuant to the Act, as more particularly
described in the Engineer’s Report.

“Consolidated Capital Assessments Available for Debt Service” means, for any period of
calculation, (1} the Consolidated Capital Assessments levied and collected on all Privately Owned Assessable
Land and (2) the Consolidated Capital Assessments on all Governmentally-Owned Assessable Land transferred
from the Prepayment Fund to the Consolidated Capital Assessment Fund; provided, however that amounts
described in this clause (2} shall only be included in this definition to the extent that the Consolidated Capital
Assessments prepaid with respeet to such Governmenitally-Owned Assessable Land have been prepaid in full for
the entire term that any such Consolidated Capital Assessments may be levied pursuant to the Act.

“Debt Service” means, for any Fiscal Year, the sum of (1} the interest payable during such Fiscal
Year on all Outstanding Bonds, assuming that all Outstanding Serial Bonds are retired as scheduled and that all
Outstanding Term Bonds are redeemed or paid as scheduled at the times of and in amounts equal to the sum of all
Sinking Fund Account Payments applicable to such Term Bonds (except to the extent that such interest is to be
paid from the proceeds of sale of any of the Bonds), plus (2) the principal amount of all Outstanding Serial Bonds
maturing by their terms in such Fiscal Year, plus (3) the aggregate amount of all Sinking Fund Account Payments
required to be deposited in the Sinking Fund Subaccounts provided for in the Resolution and in all Supplemental
Resolutions in such Fiscal Year.

“Engineer’s Report” means the Final Engineer’s Report for the Assessment District, as
confirmed by Resolution No. 07-030 adopted by the Board on April 26, 2007.

“Executive Director’” means the Executive Director of the Agency.

“Facilities” means those certain flood control facilities in and for the Assessment District
consisting of a series of levee and other flood control improvements to be acquired and constructed in and for the
Assessment District under and pursuant to the Act, as more particularly described in the Engineer’s Report.

“Federal Securities” means United States of America Treasury bills, notes, bonds or certificates
of indebtedness, or obligations for which the full faith and credit of the United States of America are pledged for
the payment of interest and principal, or securities evidencing direct ownership interests in such obligations or in
specified portions of the interest on or principal of such obligations that are held by a custodian in safekeeping on
behalf of the owners of such securities.

“Fiscal Year” means the twelve-month period terminating on June 30 of each year, or any other
annual accounting period hereafter selected and designated by the Agency as its Fiscal Year in accordance with
applicable law.

“Fitch” means Fitch Ratings, a corporation duly organized and existing under and by virtue of
the laws of the state of its incorporation, and its successors or assigns, except that if such corporation shall be
dissolved or liquidated or shall no longer perform the functions of a securities rating agency, then the term “Fitch”
shall be deemed to refer to any other nationally recognized securities rating agency selected by the Agency.



“Generally Accepted Accounting Principles” means the uniform accounting and reporting
procedures set forth in publications of the American Institute of Certified Public Accountants or its successor, or
by any other generally accepted authority on such procedures, and includes, as applicable, the standards set forth
by the Governmenital Accounting Standards Board or its suceessor.

“Governmentally-Owned Assessable Land” means all Assessable Land that is owned by a local,
state or federal governmental entity.

“Holder” means any person who shall be the registered owner, as shown in the registration books
maintained by the Treasurer pursuant to the Resolution, of any Outstanding Bond.

“Independent Certified Public Accountant” means any certified public accountant or firm of such
accountants duly licensed and entitled to practice and practicing as such under the laws of the State of California,
appointed and paid by the Agency, and who, or each of whom --

(1) is in fact independent and not under the domination of the Agency;

(2) does not have a substantial financial interest, direct or indirect, in the operations of the
Agency; and

) is not connected with the Agency as a member of the Board or an officer or employee of
the Agency, but who may be regularly retained to audit the accounting records of and make reports
thereon to the Agency.

“Maximum Annual Debt Service” means the greatest Debt Service in any Fiscal Y ear during the
period beginning with the then current Fiscal Year and ending with the Fiscal Year in which the last Outstanding
Bonds mature by their terms.

“Moody’s” means Moody’s Investors Service, a corporation duly organized and existing under
and by virtue of the laws of the State of Delaware, and its successors or assigns, except that if such corporation
shall be dissolved or liquidated or shall no longer perform the functions of a securities rating agency, then the term
“Moody’s™ shall be deemed to refer to any other nationally recognized securities rating agency selected by the
Agency.

“Opinion of Counsel” means a written opinion of counsel (including, without limitation, counsel
for the Agency) retained by the Agency.

“Outstanding,” when used as of any particular time with reference to Bonds, means (subject to
the provisions of the Resolution) all Bonds except --

(1) Bonds cancelled and destroyed by the Treasurer or delivered to the Treasurer for
cancellation and destruction;

(2) Bonds paid or deemed to have been paid within the meaning of the provisions of the
Resolution; and

) Bonds in lieu of or in substitution for which other Bonds shall have been executed by
the Agency and authenticated and delivered by the Treasurer pursuant to the Resolution.

“Permitted Investments” means any of the following obligations if and to the extent that, at the
time of making the investment, they are permitted by law:

(1) Direct obligations of, or obligations the interest on and principal of which are
unconditionally guaranteed by, the United States of America, 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 including a receipt,
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certificate or any other evidence of an ownership interest in such an obligation or in specified portions thereof
{which may consist of specified portions of interest thereony;

(2) Obligations issued by the Resolution Funding Corporation, the Student Loan Marketing
Association, the Federal National Mortgage Association, the Federal Home Loan Bank Board, the Federal Farm
Credit Bank or the Federal Home Loan Mortgage Association, or obligations, participations or other instruments of
or issued by, or fully guaranteed as to interest and principal by, the Government National Mortgage Association
{excluding stripped mortgage backed securities which are valued at greater than par on the unpaid principal};

(3) Bills of exchange or time drafts drawn on and accepted by a commercial bank,
otherwise known as bankers acceptances, which are eligible for purchase through a bank that is a member of the
Federal Reserve System and which are drawn on any such commercial bank the short-term obligations of which
are rated in the highest letter and numerical rating category as provided by each of the Rating Agencies; provided,
that purchases of eligible bankers’ acceptances may not exceed one hundred eighty (180} days’ maturity;

(4 Commercial paper of “prime” quality of the highest letter and numerical rating category
as provided by each of the Rating Agencies, which commercial paper is limited to issuing corporations that are
organized and operating within the United States of America and that have total assets in excess of five hundred
million dollars ($500,000,000) and that have an “A” or higher rating for the issuer’s unsecured debentures, other
than commercial paper, as provided by each of the Rating Agencies; provided, that purchases of eligible
commercial paper may not exceed one hundred eighty (180} days’ maturity nor represent more than ten percent
(10%) of the outstanding commercial paper of an issuing corporation; or medium-term notes with a maximum
maturity of five (5} years and subject to the credit qualifications listed above;

(5) Negotiable and non-negotiable certificates of deposit or thrift or bank notes issued by a
state or naticnal bank or a state-licensed branch of a foreign bank that have maturities of not more than three
hundred sixty-five (363} days and that are fully insured by the Federal Deposit Insurance Corporation or the short
term obligations of which state or national bank or state-licensed branch of a foreign bank are rated no lower than
“Al” by Moody’s and “A+” by Standard & Poor’s (if either such Rating Agency is then rating any of the Bonds,
as the case may be};

(6) Any repurchase agreement or reverse repurchase agreement of any securities
enumerated in subdivisions (1) and (2} of this definition with any state or national bank or government bond dealer
reporting to, trading with, and recognized as a primary dealer by the Federal Reserve Bank of New York, and with
respect to any such repurchase agreement, it is either: (A) with any institution which has debt rated no lower than
“Al1” by Moody’s and “A+” by Standard & Poor’s or whose commercial paper is rated no lower than “P-1" by
Moody’s and “A-1"" by Standard & Poor’s (if either such Rating Agency is then rating any of the Bonds, as the
case may be); (B) with any corporation or other entity that falls under the jurisdiction of the Federal Bankruptcy
Code, provided, that (1) the term of such repurchase agreement is less than one (1} year or due on demand; (2) the
Treasurer or a third party acting solely as agent for the Treasurer has possession of the collateral; (3} the market
value of the collateral (as determined at least once in every seven (7) days) exceeds the principal amount of the
repurchase agreement plus accrued interest and the market value of the collateral is maintained at levels acceptable
to each of the Rating Agencies; (4) failure to maintain the requisite collateral levels will require the Treasurer to
liquidate the collateral immediately, and (5} the repurchase agreement securities are free and clear of any third-
party lien or claim; or (C} with financial institutions insured by the Federal Deposit Insurance Corporation or any
broker-dealer with “retail customers™ which falls under the jurisdiction of the Securities Investors Protection
Corporation; provided, that (1) the market value of the collateral (as determined at least once in every seven (7}
days) exceeds the principal amount of the repurchase agreement plus acerued interest and the market value of the
collateral is maintained at levels acceptable to each of the Rating Agencies; (2) the Treasurer or a third party acting
solely as agent for the Treasurer has possession of the collateral; (3) the Treasurer has a perfected first priority
security interest in the collateral; (4) the collateral is free and clear of third-party liens and in the case of a
Securities Investors Protection Corporation broker was not acquired pursuant to a repurchase agreement or reverse
repurchase agreement; and (5} failure to maintain the requisite collateral percentage will require the Treasurer to
liquidate the collateral immediately; and with respect to any such reverse repurchase agreement, the investment is
solely done to supplement the income normally received from such securities;
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{7 Certificates, notes, warrants, bonds or other evidence of indebtedness of the State of
California or any local agencies therein which are rated in the highest short-term rating category or within one of
the three highest long-term rating categories by each of the Rating Agencies (excluding securities that do not have
a fixed par value and/or whose terms do not provide a fixed dollar amount at maturity or call date};

(8) For amounts less than one hundred thousand dollars ($100,000), interest-bearing
demand or time deposits (including certificates of deposit} in a state or national bank fully insured by the Federal
Deposit Insurance Corporation; provided, that not greater than one hundred thousand dollars ($100,000} in the
aggregate shall be deposited in any one financial institution;

(9) Investments in units of a money-market fund portfolio that is rated in the highest letter
and numerical rating category by each of the Rating Agencies and that is composed of obligations guaranteed by
the full faith and credit of the United States of America or repurchase agreements collateralized by such
obligations;

(1m Upon prior notification to each of the Rating Agencies, investment agreements that meet
and maintain the following credit and collateral requirements: (A} If with a corporation or a domestic bank, they
are initially rated (or the guarantor of such provider is rated}) in at least the rating category assigned by each of the
Rating Agencies to the Bonds and (if a domestic bank} Fitch “B/C” or better, and if with a foreign bank, they are
initially rated Fitch “B™ or better; (B} The provider (or the guarantor of such provider) must maintain minimum
credit quality at least equal to the rating category assigned by each of the Rating Agencies to the Bonds and (if a
domestic bank} Fitch “C” for domestic banks, and Fitch “B/C” for foreign banks; and (C)} The investment
agreement will be terminated if the provider’s (or the guarantor of such provider) eredit ratings fall below the
rating category assigned by each of the Rating Agencies to the Bonds and (if a domestic bank) Fitch “C/D” for
domestic banks, and Fitch “C” for foreign banks;

(11 Investments in the Local Agency Investment Fund maintained by the Office of the
California State Treasurer, which such investments shall only be invested in the special portion of the Local
Agency Investment Fund for bond proceeds that are not subject to arbitrage restrictions; provided, that the
Treasurer shall be designated as the authorized authority to transact these investments;

(12) Investments in the County of Sacramento Pooled Fund; and
(13 Investments approved in writing by each of the Rating Agencies;

“Prepayment Fund” means the Sacramento Area Flood Control Agency Consolidated Capital
Assessment District Bonds Prepayment Fund established by the Resolution.

“Privately Owned Assessable Land” means all Assessable Land that is not Governmentally-
Owned Assessable Land.

“Rating Agencies” means Moody’s, Standard & Poor’s and Fitch, but only to the extent that any
of them is then rating any of the Bonds at the request of the Agency.

“Rebate Fund” means the Sacramento Area Flood Control Agency Consolidated Capital
Assessment District Bonds Rebate Fund established by the Resolution.

“Redemption Account” means the account referred to by that name in the Consolidated Capital
Assessment Fund established by the Resolution.



“Required Reserve” means, as of any date of determination, the least of (i} ten percent (10%) of
the initial offering price to the public of the Bonds (as determined under the Code), or (ii) the Maximum Annual
Debt Service on the Bonds, or (iii} one hundred twenty-five percent (125%) of the average annual Debt Service on
the Bonds during the period beginning with the then current Fiscal Year and ending with the Fiscal Year in which
the last Outstanding Bonds mature by their terms, but not greater than the maximum amount permitted to be held
in the Reserve Account under the Code; provided, that, upon prior notification to each of the Rating Agencies,
such requirement (or any portion thereof) may be provided by one or more policies of municipal bond insurance or
surety bonds issued by a municipal bond insurer or by a letter of credit issued by a bank, the obligations insured by
which insurer or issued by which bank, as the case may be, have ratings at the time of issuance of such policy or
surety bond or letter of credit equal to the highest rating assigned by each of the Rating Agencies.

“Reserve Account” means the account referred to by that name in the Consolidated Capital
Assessment Fund established by the Resolution.

“Resolution” means Resolution No. 07-052 adopted by the Board on May 31, 2007, under and
pursuant to the Act, as originally adopted and as it may from time to time be amended or supplemented by all
Supplemental Resolutions adopted pursuant to the provisions thereof.

“Series” means all Bonds authorized and established pursuant to the Resolution or to a
Supplemental Resolution as constituting a single Series and delivered on original issuance in a simultaneous
transaction pursuant to Article 11 or Article V of the Resolution, and any Bonds thereafier executed, authenticated
and delivered in lieu thereof or in substitution therefor pursuant to the Resolution.

“Series 2007 Bonds™ means, collectively, the Series 2007A Bonds and the Series 2007B Bonds.

“Series 2007A Bonds” means the Sacramento Area Flood Control Agency Consolidated Capital
Assessment District Bonds, Series 2007A authorized to be issued by the Resolution.

“Series 2007B Bonds” means the Sacramento Area Flood Control Agency Consolidated Capital
Assessment District Bonds, Taxable Series 2007B authorized to be issued by the Resolution.

“Sinking Fund Account Payments” means the payments required by the Resolution and by all
Supplemental Resolutions to be deposited in all Sinking Fund Subaccounts for the payment of all Term Bonds.

“Sinking Fund Subaccount” means any subaccount established by the Resolution or any
Supplemental Resolution in the Redemption Account for the payment of Term Bonds of any Series.

“Standard & Poor’s” means Standard & Poor’s Ratings Group, a corporation duly organized and
existing under and by virtue of the laws of the State of New York, and its successors or assigns, except that if such
corporation shall be dissolved or liquidated or shall no longer perform the functions of a securities rating agency,
then the term “Standard & Poor’s™ shall be deemed to refer to any other nationally recognized securities rating
agency selected by the Agency.

“Supplemental Resolution” means any resolution then in full force and effect that has been duly
adopted by the Board under and pursuant to the Act at a meeting of the Board duly convened and held, at which a
quorum was present and acted thereon, amendatory of the Resolution or supplemental thereto; but only to the
extent that such Supplemental Resolution is specifically authorized under the Resolution.

“Tax Certificate” means collectively all certificates delivered, in each case, upon the issuance of
each Series of the Tax-Exempt Bonds relating to Section 148 of the Code, or any functionally similar replacement
certificate.



“Tax-Exempt Bonds” means the Series 2007A Bonds, and any additional Series of Bonds the
interest on which is excluded from gross income for federal income tax purposes whether or not such interest is
includable as an item of tax preference or otherwise includable direetly or indirectly for purposes of calculating tax
liabilities, including any alternative minimum tax or environmental tax under the Code.

“Treasurer” means the Director of Finance of the County of Sacramento, as treasurer of the
Agency.

“Written Request of the Agency” means an instrument in writing signed by the Executive
Director, or by any other officer of the Agency duly authorized by the Board for that purpose.

THE RESOLUTION

The Resolution sets forth the terms of the Series 2007 Bonds authorized thereunder, the
application of the proceeds of the Series 2007 Bonds, the nature and extent of the security for the Bonds and
various rights of the Holders of the Bonds. Certain provisions of the Resolution are summarized below. Other
provisions are summarized in this Official Statement under the captions “THE SERIES 2007 BONDS” and
“SECURITY FOR THE SERIES 2007 BONDS.” These summaries do not purport to be complete or definitive
and are qualified in their entireties by reference to the full terms of the Resolution.

Conditions for the Issuance of Additional Series of Bonds

The Agency may at any time issue a Series of Bonds (in addition to the Series 2007 Bonds}
payable from the proceeds of the Consolidated Capital Assessments and the other funds as provided in the
Resolution on a parity with all other Bonds issued under the Resolution, but only subject to the following
conditions, which are conditions precedent to the issuance of each such Series of Bonds:

(a} The issuance of such Series of Bonds shall have been authorized under and pursuant to
the Act and under and pursuant to the Resolution and shall have been provided for by a Supplemental
Resolution which shall specify the following:

(1) The purpose for which such Series of Bonds is to be issued; provided, that the
proceeds of sale of such Series of Bonds shall be applied solely for the purpose of providing
funds (i} for the payment of costs of the acquisition and construction of the Facilities (or for
making reimbursements to the Agency or any other entity for any such costs of acquisition and
construction theretofore paid by it}, including payment of costs incidental to or connected with
such acquisition and construction and the issuance of such Series of Bonds, and/or (ii} for the
repayment of funds advanced to or for the Assessment District used for such purposes, and/or
(iii} for refunding any of the Bonds;

(2) The principal amount and designation of such Series of Bonds and the
denomination or denominations of the Bonds of such Series of Bonds;

) The date, the maturity date or dates, the interest payment dates and the dates on
which Sinking Fund Account Payments are due, if any, for such Series of Bonds; provided, that
(1) the Serial Bonds of such Series of Bonds shall be payable as to principal annually on October
1 of each year in which prineipal falls due for such Series of Bonds, and the Term Bonds of such
Series of Bonds shall have annual mandatory redemption on October 1 of each year in which
Sinking Fund Account Payments are due for such Series of Bonds, (ii) the Bonds of such Series
of Bonds shall be payable as to interest semiannually on April 1 and October 1 of each year,
except that the first installment of interest may be payable on either April 1 or October 1 and
shall be for a period of not longer than twelve (12) months and the interest shall be payable
thereafter semiannually on April 1 and October 1, (iii} all Bonds of such Series of Bonds of like
maturity shall be identical in all respects, except as to number or denomination, and (iv) serial
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maturities of Serial Bonds of such Series of Bonds or Sinking Fund Account Payments for Term
Bonds of such Series of Bonds, or any combination thereof, shall be established to provide for
the redemption or payment of such Series of Bonds on or before their respective maturity dates;

(4) The redemption premiums and terms, if any, for such Series of Bonds;
(5) The form of the Bonds of such Series of Bonds;

(6) The amount, if any, to be deposited from the proceeds of sale of such Series of
Bonds in the Redemption Account and provisions conceming its use to pay interest on the
Bonds;

{7 The amount to be deposited from the proceeds of sale of such Series of Bonds
in the Reserve Account, provided, that the Reserve Account shall be increased at the time that
such Series of Bonds becomes Outstanding to an amount at least equal to the Required Reserve,
and an amount at least equal to the Required Reserve shall thereafter be maintained in the
Reserve Account;

(8) The amount, if any, to be deposited from the proceeds of sale of such Series of
Bonds in the Acquisition and Construction Fund and/or the amount, if any, to be deposited from
the proceeds of sale of such Series of Bonds in an appropriate fund to be used to refund any
Outstanding Bonds; and

(9 Such other provisions as are appropriate or necessary and are not inconsistent
with the provisions of the Resolution;

(b) The Agency shall be in compliance with all agreements, conditions, covenants and
terms contained in the Resolution and in all Supplemental Resolutions required to be observed or
performed by it, and

(©) (1 The Consolidated Capital Assessments Available for Debt Service for the most
recently completed Fiscal Year for which audited financial statements are available, as shown by a
Certificate of the Agency on file with the Treasurer, are equal to at least one hundred ten percent (110%)
of the Maximum Annual Debt Service on all Bonds to be Outstanding after the issuance of such Series of
Bonds; or

(2) The Consolidated Capital Assessments Available for Debt Service that (i} are
expected to be collected during the current Fiscal Year or (ii} were collected during the immediately
preceding Fiscal Year or (iii) are expected to be collected during the next succeeding Fiscal Year, in each
case as shown by a Certificate of the Agency on file with the Treasurer, are equal to at least one hundred
ten percent (110%) of Maximum Annual Debt Service on all Bonds to be Outstanding after the issuance
of such Series of Bonds;

provided, that nothing contained in the Resolution shall limit the issuance of any Series of Bonds payable from the
Consolidated Capital Assessments as provided in the Resolution for the purpose of refunding any Outstanding
Bonds if the Debt Service in the current and each succeeding Fiscal Year is not increased by reason of the issuance
of such Series of Bonds; and provided further, that nothing contained in the Resolution shall limit the issuance of
any bonds of the Agency payable from the Consolidated Capital Assessments as provided in the Resolution if after
the issuance and delivery of such bonds none of the Bonds theretofore issued under the Resolution will be
Outstanding and nothing contained in the Resolution shall limit the ability of the Agency to issue or incur bonds or
other obligations that are secured by a pledge, lien or other encumbrance on Consolidated Capital Assessments on
deposit in the Consolidated Capital Assessment District Capital Outlay, Operations and Maintenance Fund so long
as that pledge, lien or encumbrance is subordinate to the pledge, lien and encumbrance on Consolidated Capital
Assessments that secures the Bonds.




Acquisition and Construction Fund

The Resolution establishes in the treasury of the County of Sacramento a fund to be known as the
“Sacramento Area Flood Control Agency Consolidated Capital Assessment District Acquisition and Construction
Fund,” into which fund shall be deposited the amounts required to be deposited therein by the provisions of the
Resolution and of each Supplemental Resolution providing for the issuance of each Series of Bonds. All money in
the Acquisition and Construction Fund for any Series of Bonds shall be applied in the manner provided by the Act
solely (i) for the payment of costs of the acquisition and construction of the Facilities (or for making
reimbursements to the Agency or any other entity for any such costs of acquisition and construction theretofore
paid by it), including payment of costs incidental to or connected with such acquisition and construction and the
issuance of the Bonds of such Series, and/or (il) for the repayment of funds advanced to or for the Assessment
District used for such purposes; provided, that any remaining money in the Acquisition and Construction Fund for
such Series of Bonds after the completion of such purposes (as determined by the Board and set forth in a
Certificate of the Agency filed with the Treasurer) shall be withdrawn by the Treasurer from the Acquisition and
Construction Fund for such Series of Bonds and deposited by the Treasurer in the Consolidated Capital
Assessment Fund, and the Acquisition and Construction Fund for such Series of Bonds shall be closed.

Depaosit of Praceeds of the Consolidated Capital Assessments in the Consolidated Capital Assessment Fund,
Pledge of Consolidated Capital Assessment Fund and Consolidated Capital Assessments, Allocation of
Money in the Consolidated Capital Assessment Fund

All proceeds received by the Agency from the annual levy and collection of the Consolidated
Capital Assessments, when and as received, will be deposited by the Agency with the Treasurer in the
“Sacramento Area Flood Control Agency Consolidated Capital Assessment District Consolidated Capital
Assessment Fund,” which fund the Treasurer shall establish and maintain so long as any Bonds shall be
Outstanding under the Resolution, and all money in such fund shall be held by the Treasurer in trust thereunder and
shall be disbursed, allocated and applied solely to the uses and purposes set forth in the Resolution and deseribed
below.

As security for the payment of the principal of, premium, if any, and interest on the Bonds, the
Agency, pursuant to the Resolution, irrevocably pledges to the Treasurer for the benefit of the Holders the
Consolidated Capital Assessment Fund and all of the Consolidated Capital Assessments, subject to the provisions
of the Resolution permitting the application thereof for the purposes and on the terms and conditions set forth in
the Resolution. The aforementioned collateral shall immediately be subject to such pledge, and such pledge shall
constitute a lien and security interest which shall immediately attach to the collateral and be effective, binding and
enforceable against the Agency and all others asserting rights therein, to the extent set forth, and in accordance
with, the Resolution irrespective of whether those parties have notice of such pledge and without the need for any
physical delivery, recordation, filing, or further act.

All money in the Consolidated Capital Assessment Fund shall be set aside by the Treasurer in the
following respective special accounts within the Consolidated Capital Assessment Fund (each of which accounts is
created by the Resolution} in the following order of priority, and all money in each of such accounts shall be
applied, used and withdrawn only for the purposes authorized in the Resolution, namely:

(1) Redemption Account.

1 Each year, when and as money is deposited in the Consolidated Capital Assessment
Fund as provided in the Resolution, the Treasurer shall, from the money in the Consolidated Capital
Assessment Fund, transfer to and deposit in the Redemption Account an amount of money equal to the
aggregate amount of interest becoming due and payable on all Outstanding Bonds on or before the first
(1st} day of the next succeeding October, beginning with October 1, 2008. The Treasurer shall then, from
the remaining money in the Consolidated Capital Assessment Fund, transfer to and deposit in the
Redemption Account an amount of money equal to the aggregate amount of principal becoming due and
payable on all Outstanding Serial Bonds on or before such date plus the aggregate amount of all Sinking
Fund Account Payments required to be made on or before that date into all Sinking Fund Subaccounts for
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all Qutstanding Term Bonds: provided, that all such Sinking Fund Account Payments shall be made
without priority of any payment of any Sinking Fund Account Payment over any other Sinking Fund
Account Payment. In the event that the money in the Redemption Account on any October 1 is not equal
to the amount of principal to become due and payable on the Outstanding Serial Bonds of all Series of
Bonds on such October 1 plus the principal of the Outstanding Term Bonds required to be redeemed or
paid at maturity on such October 1, then such money shall be applied pro rata in such proportion as such
Serial Bonds and such Term Bonds shall bear to each other, afier first deducting for such purposes from
such Term Bonds any of such Term Bonds required to be redeemed as shall have been redeemed or
purchased during the twelve-month pericd ending on such October 1 and commencing on the
immediately preceding October 2. No deposit need be made into the Redemption Account if the amount
of money contained therein is at least equal to the amount required by the terms of this paragraph to be
deposited therein at the times and in the amounts provided in the Resolution.

(ii} All money in the Redemption Account shall be used and withdrawn by the Treasurer to
pay the interest on the Bonds as they shall become due and payable (including accrued interest on any
Bonds purchased or redeemed prior to maturity} plus the principal of the Bonds as they shall mature or
upon the mandatory redemption thereof, except that any money in any Sinking Fund Subaccount shall be
used only to purchase or redeem or retire the Term Bonds for which such Sinking Fund Subaccount was
created as provided herein or in any Supplemental Resolution.

(2) Reserve Accournt.

{1 Once all deposits to the Redemption Account required as described above have been
made, the Treasurer shall then, from the remaining money in the Consolidated Capital Assessment Fund,
transfer to and deposit in the Reserve Account such amount of money as shall be required to restore the
Reserve Account to the Required Reserve; and for this purpose all investments in the Reserve Account
shall be valued at least once each year and, in any event, each day prior to a deposit of Consolidated
Capital Assessments into the Consolidated Capital Assessment District Capital QOutlay, Operations and
Maintenance Fund pursuant to the Resolution as described below at the face value thereof if such
investments mature within twelve (12} months from the date of valuation, or if such investments mature
more than twelve (12} months after the date of valuation, at the price at which such investments are
redeemable by the holder at his option, if so redeemable, or if not so redeemable, at the lesser of (i} the
cost of such investments plus the amortization of any premium or minus the amortization of any discount,
or (ii} the market value of such investments, and for this latter purpose, market value on any such date
shall mean the last reported transaction price of such nvestments or, if not reported, the mean of the
closing bid and asked prices of such investments on the next preceding business day as reported in The
Wall Street Journal (or, if such publication is unavailable, in such other financial publication of national
standing as may be selected by the Treasurer), except that as to any investments the bid and asked prices
of which are not published on a regular basis, market value shall mean the average bid price at such time
of determination for such investments by any two nationally recognized government securities dealers
(selected by the Treasurer in his sole discretion) at the time making a market in such investments or the
bid price published by a nationally recognized pricing service. No deposit need be made into the Reserve
Account if the value of the money and investmenits contained therein is at least equal to the Required
Reserve.

(ii} All money in the Reserve Account shall be used by the Treasurer solely for the purpose
of paying the interest on or principal of the Bonds in the event there is insufficient money available in the
Redemption Account, in such order, for this purpose or for the retirement of all Bonds then Outstanding;
provided, that if as a result of any of the foregoing valuations it is determined that the amount of money in
the Reserve Account exceeds the Required Reserve, the Treasurer shall withdraw the amount of money
representing such excess from such account and shall deposit such money in the Redemption Account.



Onee all deposits to the Redemption Account and all deposits to the Reserve Account each as
described above have been made, the Treasurer shall transfer to and deposit in the Consclidated Capital
Assessment District Capital Outlay, Operations and Maintenance Fund (which fund is created pursuant to the
Resolution) all then remaining money in the Consolidated Capital Assessment Fund. The Treasurer shall establish
and maintain the Consolidated Capital Assessment District Capital Outlay, Operations and Maintenance Fund for
at least so long as any Bonds are Outstanding hereunder and shall hold such fund free of the trust, pledge, lien and
encumbrance created by this Resolution. The money deposited in the Consolidated Capital Assessment District
Capital Outlay, Operations and Maintenance Fund shall be used by the Agency for any lawful purpose in
accordance with the Act; provided, that the Treasurer shall not deposit any money in the Consolidated Capital
Assessment District Capital Outlay, Operations and Maintenance Fund if and when the Agency is in default under
the Resolution.

Prepayment Fund

All proceeds from prepayments of the Consolidated Capital Assessments, if and when permitted
under the Act and when and as received by the Agency, will be deposited by the Agency with the Treasurer in the
“Sacramento Area Flood Control Agency Consolidated Capital Assessment District Bonds Prepayment Fund,”
which fund the Treasurer shall establish and maintain so long as any Bonds shall be Outstanding under the
Resolution. All money in the Prepayment Fund shall be held by the Treasurer in trust thereunder and shall be
disbursed, allocated and applied solely to purchase direct obligations of the United States of America or obligations
the payment of the interest on and principal of which is guaranteed by a pledge of the full faith and credit of the
United States of America; provided, that (i) such investments shall not be at a yield greater than the yield on the
Tax-Exempt Bonds in compliance with the Resolution, and (ii} the obligations so purchased shall mature on or
prior to the date upon which the proceeds thereof are needed and shall be in amounts (together with other moneys
available therefor) sufficient to pay the maximum assessments payable with respect to the properties to which such
prepayment relates on the dates such assessments would otherwise be payable. All receipts under any such
investments shall be deposited in the Consolidated Capital Assessment Fund as and when received; provided, that
the Agency agrees and covenants that it will not permit any prepayment of the Consolidated Capital Assessments
and the purchase of any obligations as provided in the Resolution unless it shall have first obtained and filed with
the Treasurer an opinion of an independent municipal financing consultant that the purchase and use of any such
obligations to satisfy the requirement of the Agency to pay Debt Service will not have an adverse effect on the
security for the Bonds.

Punctual Payment and Performance

The Agency will punctually pay the interest on and principal of and redemption premium, if any,
to become due on every Bond issued under the Resolution in strict conformity with the terms of the Act and the
Resolution and of the Bonds, and will faithfully observe and perform all the agreements, conditions, covenants and
terms contained in the Resolution and in the Bonds required to be observed and performed by it.

Against Indebtedness and Encumbrances

The Agency will not issue any evidences of indebtedness payable from the proceeds of the
Consolidated Capital Assessments except as provided in the Resolution, and will not create, nor permit the creation
of, any pledge, lien, charge or other encumbrance upon any funds in the Consolidated Capital Assessment Fund
other than as provided in the Resolution.

Against Federal Income Taxation

The Agency will not take any action, or fail to take any action, if such action or failure to take
such action would adversely affect the exclusion from gross income of the interest on the Tax-Exempt Bonds
pursuant to Section 103 of the Code, and specifically the Agency will not direetly or indirectly use or make any use
of the proceeds of the Tax-Exempt Bonds or any other funds of the Agency or take or omit to take any action that
would cause the Tax-Exempt Bonds to be “arbitrage bonds” subject to federal income taxation by reason of
Section 148 of the Code or “private activity bonds” subject to federal income taxation by reason of Section 141(a}
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of the Code or obligations subject to federal income taxation because they are “federally guaranteed” as provided
in Section 149(b} of the Code; and to that end the Agency, with respect to the proceeds of the Tax-Exempt Bonds
and such other funds, will comply with all requirements of such sections of the Code and all regulations of the
United States Department of the Treasury issued thereunder to the extent that such regulations are, at the time,
applicable and in effect; provided, that if the Agency shall obtain an Opinion of Counsel from a nationally
recognized bond counsel to the effect that any action required under the Resolution is no longer required, or to the
effect that some further action is required, to maintain the exclusion from gross income of the interest on the Tax-
Exempt Bonds pursuant to Section 103 of the Code, the Agency may rely conclusively on such Opinion of
Counsel in complying with the provisions of the Resolution; and provided further, that in the event that at any time
the Agency is of the opinion that for purposes of this section it is necessary to restrict or limit the yield on the
investment of any money held by the Treasurer under the Resolution or otherwise the Agency shall so instruct the
Treasurer in writing, and the Treasurer shall take such action as may be necessary in accordance with such
instructions.

Without limiting the generality of the foregoing, the Agency will pay from time to time all
amounts required to be rebated to the United States of America pursuant to Section 148(f) of the Code and all
regulations of the United States Department of the Treasury issued thereunder to the extent that such regulations
are, at the time, applicable and in effect, which obligation shall survive payment in full or defeasance of the Tax-
Exempt Bonds, and to that end, there is established by the Resolution a fund to be known as the “Sacramento Area
Flood Control Agency Consolidated Capital Assessment District Bonds Rebate Fund” to be held in trust and
administered by the Treasurer. The Agency will comply with the provisions of the Tax Certificate with respect to
making deposits in the Rebate Fund, and all money held in the Rebate Fund is pledged to provide payments to the
United States of America as provided in the Resolution and in the Tax Certificate and no other person shall have
claim to such money except as provided in the Tax Certificate.

Payment of Claims

The Agency will pay and discharge any and all lawful claims which, if unpaid, might become
payable from the Consolidated Capital Assessments or any part thereof or upon any funds in the hands of the
Agency or the Treasurer allocated to the payment of the interest on or principal of or redemption premiums, if any,
on the Bonds, or which might impair the security of the Bonds.

Accounting Records; Financial Statements and Other Reports, Continuing Disclosure

The Agency will keep appropriate accounting records in which complete and correct entries shall be
made of all transactions relating to the receipt, investment, disbursement, allocation and application of the proceeds of
the Consolidated Capital Assessments and of the proceeds of the Bonds, which accounting records shall at all times
during business hours with reasonable prior notice be subject to the inspection of any Holder (or his representative
authorized in writing} and of any investment banker, security dealer or other person interested in the Bonds.

The Agency will prepare annually within one hundred eighty (180) days afier the close of each
Fiscal Year (commencing with the Fiscal Year ending June 30, 2007} financial statements of the Agency for such
Fiscal Year prepared in accordance with Generally Accepted Accounting Principles, together with an Accountant’s
Report thereon stating that nothing caused him to believe that the Agency was not in compliance with any of the
agreements or covenants contained in the Resolution. The Agency will furnish a copy of such financial statements
and Accountant’s Report without charge to any Holder (or his representative authorized in writing} and to any
investment banker, security dealer or other person interested in the Bonds requesting copies thereof.

The Agency will prepare annually not more than one hundred eighty (180) days after the close of
each Fiscal Year (commencing with the Fiscal Year ending June 30, 2008} a summary report showing in
reasonable detail the proceeds of the Consolidated Capital Agsessments levied and collected for such Fiscal Year
and containing a general statement of the physical condition of the Facilities. The Agency will fumish a copy of
such summary report without charge to any Holder (or his representative authorized in writing} and to any
investment banker, security dealer or other person interested in the Bonds requesting a copy thereof.
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The Agency will comply with and carry out all of the provisions of the Continuing Disclosure
Certificate executed by the Agency and dated the date of issuance and delivery of the initial Series of Bonds under
the Resolution, as originally executed and as it may be amended from time to time in accordance with the terms
thereof, and notwithstanding any other provision of the Resolution, failure of the Agency to comply with such
Continuing Disclosure Certificate shall not be considered an event of default thereunder; provided, that any Holder
of the Bonds may take such actions as may be necessary and appropriate, including seeking mandate or specific
performance by court order, to cause the Agency to comply with its obligations under such Continuing Disclosure
Certificate.

Protection of Security and Rights of Holders

The Agency will preserve and protect the security of the Bonds and the rights of the Holders and
will warrant and defend their rights against all claims and demands of all persons.

Payment of Governmental Charges and Compliance with Governmental Regulations

The Agency will pay and discharge all taxes or payments in lieu of taxes, assessments and other
governmental charges or liens that may be levied, assessed or charged upon the Facilities or any part thereof
promptly as and when the same shall become due and payable, except that the Agency shall not be required to pay
any such governmental charges so long as the application or validity thereof shall be contested in good faith and
the Agency shall have set aside reserves to cover such charges. The Agency will duly observe and conform with
all valid regulations and requirements of any governmental authority relative to the operation of the Facilities or
any part thereof, except that the Agency shall not be required to comply with any such regulations or requiremenits
0 long as the application or validity thereof shall be contested in good faith.

Levy and Collection of Consolidated Capital Assessments

The Agency, so long as any Bonds are Outstanding, will annually levy in each Fiscal Year,
through Fiscal Year 2036-2037, the Consclidated Capital Assessments against all Assessable Land in the
Assessment District at not to exceed the maximum rates specified in the Engineer’s Report, using the method for
apportioning such assessments provided in the Engineer’s Report, and make provision for the collection of such
Consolidated Capital Assessments in amounts which the Agency estimates will be sufficient, after making
reasonable allowances for contingencies and errors in the estimates, to yield Consolidated Capital Assessments
Available for Debt Service equal to at least one hundred ten percent (110%) of Annual Debt Service for such
Fiscal Year; provided, that failure to provide sufficient money for the foregoing purposes in any Fiscal Year shall
not constitute a default under the Resolution so long as the Consolidated Capital Assessments in such Fiscal Year
are levied at the maximum rates specified in the Engineer’s Report, using the method for apportioning such
assessments provided in the Engineer’s Report. The Consolidated Capital Assessments shall be collected in the
same manner as ordinary property taxes are collected in the County of Sacramento and, except as otherwise
provided in the Resolution and in the Act, shall be subject to the same penalties and the same procedure and sale in
case of delinquency as is provided for ad valorem taxes collected in the County of Sacramento.

Foreclosure of Consolidated Capital Assessment Liens

The Agency will annually on or before September 1 of each year review the public records of the
County of Sacramento and the County of Sutter relating to the collection of the Consolidated Capital Assessments
in order to determine the amount of the Consolidated Capital Assessments collected in the prior Fiscal Year in
respect of Privately Owned Assessable Land, and if Privately Owned Assessable Land owned by any single
property owner in the Assessment District is delinquent by more than ten thousand dollars (510,000} with respect
to the Consolidated Capital Assessments due and payable by such property owner by such delinquency date, then
the Agency will by December 31 institute, and then prosecute and pursue foreclosure proceedings as authorized by
the Act in order to enforce the lien of such delinquent installments. Furthermore, if the Agency determines on the
basis of such review that the total amount so collected is less than ninety-five percent (95%) of the total amount of
the Consolidated Capital Assessments levied in such Fiscal Year, it will promptly commence collection
proceedings to collect all such delinquent installments of the Consolidated Capital Assessments as follows:
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A With respect to any such delinquent installments in excess of five hundred dollars ($500) not
collected by the next succeeding December 1, it will promptly institute foreclosure proceedings
as authorized by the Act in order to enforce the lien of such delinquent installments in excess of
five hundred dollars ($500) against each separate lot or parcel of land in the Assessment District
and will diligently prosecute and pursue such foreclosure proceedings.

B. With respect to each delinquent assessment of less than five hundred dollars (8500} but more
than two hundred dollars ($200} not collected by the next succeeding July 1, it will promptly
institute and diligently pursue foreclosure proceedings in order to enforce the lien of the
delinquent assessment.

C. All delinquent assessments of two hundred dollars ($200) or less will be collected with and in the
same manner as delinquent general taxes on real property of the County of Sacramento.

Enforcement of Consolidated Capital Assessment Liens on Governmentally-Owned Assessable Land

The Agency will annually on or before September 1 of each year review its own records and the
public records of the County of Sacramento and of the County of Sutter relating to the collection of the
Consolidated Capital Assessments in order to determine the amount of the Consolidated Capital Assessments
collected in the prior Fiscal Year in respect of Governmentally-Owned Assessable Land, and if property owned by
any single governmental entity (whether local, state or federal} in the Assessment District is delinquent by more
than ten thousand dollars ($10,000) with respect to the Consolidated Capital Assessments due and payable by such
governmental entity by that date, then the Agency will by December 31, unless prohibited by an order of a court of
competent jurisdiction (or unless the Agency, after consultation with counsel, determines, in good faith, in any
particular instance, that it lacks the legal power to enforce the delinquent assessment), institute and then prosecute
and pursue judicial proceedings to seek enforcement and collection of such delinquent Consolidated Capital
Assessments.

Further Assurances

The Agency will adopt, deliver, execute and make any and all further assurances, instruments
and resolutions as may be reasonably necessary or proper to carry out the intention or to facilitate the performance
of the Resolution and for the better assuring and confirming unto the Holders of the rights and benefits provided
therein.

Amendment or Supplement With the Consent of Holders

The Resolution and the rights and obligations of the Agency and of the Holders may be amended
or supplemented at any time by a Supplemental Resolution, which shall become binding when the written consents
of the Holders of sixty percent (60%) or more in aggregate principal amount of the Bonds then Outstanding,
exclusive of Bonds disqualified as provided in the Resolution, are filed with the Agency. No such amendment or
supplement shall (1} extend the maturity of or reduce the interest rate on or otherwise alter or impair the obligation
of the Agency to pay the interest on or the principal of or the Sinking Fund Account Payments for or the
redemption premium, if any, on any Bond at the time and place and at the rate and in the currency and from the
funds provided in the Resolution without the express written consent of the Holder of such Bond, or (2} permit the
issuance by the Agency of any obligations payable from the proceeds of the Consolidated Capital Assessmernits
other than as provided in the Resolution, or jeopardize the ability of the Agency to levy and collect the
Consolidated Capital Assessments, or (3) reduce the percentage of Bonds required for the written consent to any
amendment of the Resolution or supplement thereto, or (4} modify any rights or obligations of the Treasurer under
the Resolution without such officer’s prior written assent thereto.



Amendment or Supplement Without the Consent of Holders

The Resolution and the rights and obligations of the Agency and of the Holders may be amended
or supplemented at any time by a Supplemental Resolution, which shall become binding upon adoption without the
prior written consent of any Holders, but only for any one or more of the following purposes and after receiving an
approving Opinion of Counsel that such Supplemental Resolution is authorized under the Resolution, namely —

(a} To add to the agreements and covenants required in the Resolution to be performed by
the Agency other agreements and covenants thereafter to be performed by the Agency which shall not (in
the opinion of the Agency evidenced by a Certificate of the Agency) adversely affect the interests of the
Holders, or to surrender any right or power reserved therein to or conferred therein upon the Agency
which shall not (in the opinion of the Agency evidenced by a Certificate of the Agency) adversely affect
the interests of the Holders;

(b) To make such provisions for the purpose of curing any ambiguity or of curing,
correcting or supplementing any defective provision contained in the Resolution or in regard to questions
arising thereunder which the Agency may deem desirable or necessary and not inconsistent therewith and
which shall not (in the opinion of the Agency evidenced by a Certificate of the Agency) adversely affect
the interests of the Holders;

() To authorize the issuance of a Series of Bonds other than the Series 2007 Bonds and to
provide the conditions and terms under which such Series of Bonds may be issued, subject to the
conditions and terms and upon compliance with the procedure set forth in the Resolution;

(d) To authorize the issuance under and subject to the Act of any refunding bonds for any of
the Bonds and to provide the conditions and terms under which such refunding bonds may be issued,
subject to the conditions and terms and upon compliance with the procedure set forth in the Resolution;

(e) To make such additions, deletions or modifications as may be necessary or appropriate
to insure the exclusion from gross income for purposes of federal income taxation under the Code of the
interest on the Bonds or the exemption of such interest from State of California personal income taxes; or

() To make such additions, deletions or modifications as may be necessary or appropriate
to maintain any then current rating on the Bonds.

Amendment or Supplement by Mutual Consent

The provisions of the Resolution shall not prevent any Holder from accepting any amendment
thereof or supplement thereto as to any particular Bonds held by such Holder; provided, that due notation thereof is
made on such Bonds.

Remedies of Holders

Any Holder shall have the right for the equal benefit and protection of all Holders similarly
situated --

(a) by mandamus or other suit or proceeding at law or in equity to enforce his rights against
the Board or the Agency or any members of the Board or officers or employees of the Agency, and to
compel the Board or the Agency or any such members of the Board or officers or employees of the
Agency to perform and carry out their duties under the Act and the agreements and covenants with the
Holders contained in the Resolution,

(b) by suit in equity to enjoin any acts or things which are unlawful or violate the rights of
the Holders; or
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() by suit in equity upon the nonpayment of the Bonds to require the Board or the Agency
or its officers and employees to account as the trustee of an express trust.

Non-waiver

Nothing in the Resolution or in any other provision therein or in the Bonds shall affect or impair
the obligation of the Agency, which is absolute and unconditional, to pay the interest on and principal of and
redemption premiums, if any, on the Bonds to the respective Holders of the Bonds at the respective dates of
maturity or upon redemption prior to maturity as provided in the Resolution from the proceeds of the Consolidated
Capital Assessments as provided therein, or shall affect or impair the right of such Holders, which is also absolute
and unconditional, to institute suit to enforce such payment by virtue of the contract embodied therein and in the
Bonds.

A waiver of any default or breach of duty or contract by any Holder shall not affect any
subsequent default or breach of duty or contract and shall not impair any rights or remedies on amy such
subsequent default or breach of duty or contract, and no delay or omission by any Holder to exercise any right or
remedy accruing upon any default or breach of duty or contract shall impair any such right or remedy or shall be
construed to be a waiver of any such default or breach of duty or contract or an acquiescence therein, and every
right and remedy conferred upon the Holders by the Act or the Resolution may be enforced and exercised from
time to time and as often as shall be deemed expedient by the Holders.

If any action, proceeding or suit to enforce any right or exercise any remedy is abandoned or
determined adversely to any Holder, the Agency and such Holder shall be restored to their former positions, rights
and remedies as if such action, proceeding or suit had not been brought or taken.

Remedies Not Exclusive

No remedy conferred upon or reserved to the Holders by the Resolution is intended to be
exclusive of any other remedy, and every such remedy shall be cumulative and shall be in addition to every other
remedy given thereunder or now or hereafter existing at law or in equity or by statute or otherwise, and may be
exercised without exhausting and without regard to any other remedy conferred by the Act or any other law.

Discharge of the Bonds

(a} If the Agency shall pay or cause to be paid or there shall otherwise be paid to the
Holders of all Outstanding Bonds the interest thereon and the prineipal thereof and the redemption premiums, if
any, thereon at the times and in the manner stipulated therein and in the Resolution, then all agreements, covenants
and other obligations of the Agency to the Holders of such Bonds under the Resolution shall thereupon cease,
terminate and become void and be discharged and satisfied, and in such event the Treasurer shall execute and
deliver to the Agency all such instruments as may be necessary or desirable to evidence such discharge and
satisfaction, and the Treasurer shall pay over or deliver to the Agency for deposit in the Consolidated Capital
Assessment Fund all money or securities held by such officer pursuant to the Resolution which are not required for
the payment of the interest on and principal of and redemption premiums, if any, on such Bonds.

(b) Any Outstanding Bonds shall on the maturity date or redemption date thereof be
deemed to have been paid within the meaning of and with the effect expressed in subsection (a) of this section of
the Resolution if there shall be on deposit with an escrow agent or the Treasurer money which is sufficient to pay
the interest due on such Bonds on such date and the principal and redemption premiums, if any, due on such Bonds
on such date.

(©) Any Outstanding Bonds shall prior to the maturity date or redemption date thereof be
deemed to have been paid within the meaning and with the effect expressed in subsection (a) described above if:



(1 in case any of such Bonds are to be redeemed on any date prior to their
maturity date, the Agency shall have agreed to mail a notice of redemption pursuant to the Resolution to
the respective Holders of all such Outstanding Bonds and to such securities depositories or securities
information services selected by it pursuant to the Resolution;

(2) there shall have been deposited with an escrow agent or the Treasurer either
money in an amount which shall be sufficient or Federal Securities which are not subject to redemption
except by the holder thereof prior to maturity (including any Federal Securities issued or held in
book-entry form on the books of the Department of the Treasury of the United States of America) or
municipal obligations which have been defeased with Federal Securities and which are rated in the highest
rating category by each of the Rating Agencies, the interest on and principal of which when paid will
provide money which, together with the money, if any, deposited with such escrow agent or the Treasurer
at the same time, shall be sufficient to pay when due the interest to become due on such Bonds on and
prior to the maturity dates or redemption dates thereof, as the case may be, and the prinecipal of and
redemption premiums, if any, on such Bonds on and prior to the maturity dates or the redemption dates
thereof, as the case may be, as evidenced by an Accountant’s Report (or report of an independent
professional acceptable to each of the Rating Agencies) on file with the Agency and the Treasurer; and

(3) in the event such Bonds are not by their terms subject to redemption within the
next succeeding sixty (60} days, the Agency shall have agreed to mail pursuant to the Resolution a notice
to the Holders of such Bonds and to such securities depositories and securities information services
selected by it pursuant to the Resolution that the deposit required by clause (2} above has been made with
such escrow agent or the Treasurer and that such Bonds are deemed to have heen paid in accordance with
this section and stating the maturity dates or redemption dates, as the case may be, upon which money is
to be available for the payment of the principal of and redemption premiums, if any, on such Bonds.

Unclaimed Money

Any money held by the Treasurer in trust for the payment and discharge of any of the Bonds or
any interest thereon which remains unclaimed for two (2} vears after the date when such Bonds or interest thereon
have become due and payable, either at their stated maturity dates or by call for redemption prior to maturity, if
such money was held by the Treasurer on such date, or for two (2} years after the date of deposit of such money if
deposited with the Treasurer after the date when such Bonds or interest thereon became due and payable, shall be
deposited by the Treasurer in the Consolidated Capital Assessment District Capital Outlay, Operations and
Maintenance Fund as the absolute property of the Agency free from trust for use in accordance with the Act, and
the Treasurer shall thereupon be released and discharged with respect therete and the Holders shall look only to the
Agency for the payment from the Consolidated Capital Assessment District Capital Outlay, Operations and
Maintenance Fund of such Bonds or interest thereon, provided, that before the Treasurer shall be required to make
any such repayment the Agency shall mail a notice to the Holders of all Outstanding Bonds and to such securities
depositories and securities information services selected by it that such money remains unclaimed and that after a
date named in such notice, which date shall not be less than thirty (30) days afier the date of the mailing of such
notice, the balance of such money then unclaimed will be returned to the Agency for deposit in the Consolidated
Capital Assessment District Capital Outlay, Operations and Maintenance Fund.

Liability of Agency Limited to Proceeds of the Consolidated Capital Assessments

The Agency shall not be required to advance any money derived from any source of income
other than the proceeds of the Consolidated Capital Assessments as provided therein for the payment of the interest
on or principal of or redemption premiums, if any, on the Bonds.

The interest on and principal of and redemption premiums, if any, on the Bonds are payable
solely from the proceeds of the Consolidated Capital Assessments, and the Agency is not obligated to pay them
except from the proceeds of the Consolidated Capital Assessments. The General Fund of the Agency is not liable
and the full faith and credit of the Agency is not pledged for the payment of the interest on or principal of or
redemption premiums, if any, on the Bonds, and (except as provided in the Resolution} no tax or assessment other
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than the Consolidated Capital Assessments shall ever be levied or collected to pay the interest on or principal of or
redemption premiums, if any, on the Bonds. The Bonds are not secured by a legal or equitable pledge of or charge,
lien or encumbrance upon any property of the Agency or any of its income or receipts except the proceeds of the
Consolidated Capital Assessments, and neither the payment of the interest on or principal of or redemption
premiums, if any, on the Bonds is a general debt, liability or obligation of the Agency. The Bonds do not
constitute an indebtedness of the Agency within the meaning of any constitutional or statutory debt limitation or
restriction, and neither the Board nor the Agency nor any officer or employee of the Agency shall be liable for the
payment of the interest on or principal of or redemption premiums, if any, on the Bonds otherwise than from the
proceeds of the Consclidated Capital Assessments as provided in the Resolution.

Benefits of the Resolution Limited to Certain Parties

Nothing contained in the Resolution, express or implied, is intended to give to any person other
than the Agency, the Treasurer and the Holders any right, remedy or claim under or by reason thercof, and any
agreement or covenant required therein to be performed by or on behalf of the Agency or the Board or any officer
or employee of the Agency shall be for the sole and exclusive benefit of the Treasurer and the Holders.

Depaosit and Investment of VMoney in Accounts and Funds

All money held by the Treasurer in any accounts and funds established by the Resolution shall be
deposited in time or demand deposits in any state or nationally chartered bank or trust company, or a state or
federal savings and loan association, and shall be secured at all times by such obligations as are required by law
and to the fullest extent required by law; provided, that any such money may be invested by the Treasurer in
Permitted Investments that mature not later than the date on which it is estimated that such money will be required
to be paid out under the Resolution, except that investments of any money in the Reserve Account shall have
maturities not greater than five (5) years after their purchase. Unless otherwise provided in a Supplemental
Resolution, all interest received on any money on deposit in the Acquisition and Construction Fund shall be
retained in such fund and all interest received on any money on deposit in the Consolidated Capital Assessment
District Capital Outlay, Operations and Maintenance Fund shall be retained in such fund. Unless otherwise
provided in a Supplemental Resolution, all interest received on any money on deposit in any other fund or account
established under the Resolution which exceeds the requirements of the fund or account shall (subject to the
requirements of the Resolution} be deposited in the Consolidated Capital Assessment Fund, and all losses on any
such money so deposited or invested shall be borne by the account or fund from which the deposit or investment
was made.

Insurer Deemed Holder
For all purposes of the Resolution, a bond insurer shall be deemed to be the sole Holder of the

Bonds of any Series it insures for so long as it has not failed to comply with its payment obligations under the bond
insurance policy related to such Series of Bonds.
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CONTINUING DISCLOSURE CERTIFICATE

This Continuing Disclosure Certificate (the “Disclosure Certificate™) is executed and
delivered by the Sacramento Area Flood Control Agency (the “Agency™) in connection with the
issuance of $82,990,000 aggregatc principal amount of the Agency’s Consolidated Capital
Assessment District Bonds Series 2007A (the “Series 2007A Bonds”) and $4,140,000 Consolidated
Capital Assessment District Bonds Taxable Series 2007B (the “Series 2007B Bonds™ and, together
with the Series 2007A Bonds, the “Seriecs 2007 Bonds™) which Series 2007 Bonds are being issued
pursuant to the Agency’s Resolution No. 07-052 (the “Resolution’) adopted by the Agency’s Board
of Directors (the “Bonds™) on May 31, 2007. The Series 2007 Bonds are secured by special capital
assessments (the “Consolidated Capital Assessments™) levied by the Agency on property in the
Agency’s Consolidated Capital Assessment District and in connection therewith the Agency
covenants and agrees as follows:

SECTION 1. Purpose of the Disclosure Certificate. The Disclosure Certificate is being
executed and delivered by the Agency for the benefit of the Holders (as defined in the Resolution)
and Beneficial Owners (as defined herein) of the Series 2007 Bonds and in order to assist the

Underwriters (hereinafter defined) in complying with Securities and Exchange Commission (the
“SEC™) Rule 15¢2-12(b)5).

SECTION 2. Definitions. In addition to the definitions set forth above and m the
Resolution, which apply to any capitalized term used in the Disclosure Certificate unless otherwise
defined in this section, the following capitalized terms shall have the following meanings:

“Annual Report” shall mean any Annual Report provided by the Agency pursuant to, and as
described in, Sections 3 and 4 of the Disclosure Certificate.

“Beneficial Owner” shall mean any person who 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).

“Insurer” shall mean Financial Guaranty Insurance Company, doing business in California as
FGIC Insurance Company.

“Listed Event” shall mean any of the events listed in Section 5(a) of the Disclosure
Certificate.

“National Repository” shall mean, at any time, a then-existing Nationally Recognized
Municipal Securities Information Repository as recognized from time to time by the Securities and
Exchange Commission for the purposes referred to in the Rule (hereinafter defined). The National
Repositories are identified on the Securitics and Exchange Commission website at
http://www.sec.gov/info/municipal/ntmsir. htm.

“Underwriters” shall mean Banc of America Securities L1.C, Bear, Stearns & Co. Inc. and
URS.

“Repository” shall mean each National Repository and each State Repository.

“Rule” shall mean Rule 15¢2-12(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.
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“State” 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 by the Securities and
Exchange Commission. As of the date of the Disclosure Certificate, there is no State Repository.

SECTION 3. Provision of Annual Reports.

(a) The Agency shall, not later than 210 days after the end of the Agency’s Fiscal Year
presently June 30, commencing with the report for the 2006-07 Fiscal Year, provide to each
Repository and to the Insurer an Annual Report which is consistent with the requirements of
Section 4 of the Disclosure Certificate. The Annual Report may be submitted as a single document
or as separate documents comprising a package, and may cross-reference other information as
provided in Section 4 of the Disclosure Certificate; provided that the audited financial statements of
the Agency may be submitted separately from the balance of the Annual Report and later than the
date required above for the filing of the Annual Report if they are not available by that date. If the
Agency’s Fiscal Year changes, it shall give notice of such change in the same manner as for a Listed
Event under Sections 5 and 6.

(b) If the Agency is unable to provide to the Repositories and to the Insurer an Annual
Report by the date required in subsection (a), the Agency shall send to the Municipal Securities
Rulemaking Board, to cach Repository and to the Insurer a notice in substantially the form attached
hereto as Exhibit A.

(©) The Agency shall 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.

SECTION 4. Content of Annual Reports. The Agency’s Annual Report shall contain the
CUSIP numbers of the Series 2007 Bonds and include by reference the following:

(a) The audited financial statements of the Agency for the prior Fiscal Year, prepared in
accordance with generally accepted accounting principles as promulgated to apply to governmental
entities from time to time by the Governmental Accounting Standards Board; provided, that if the
Agency’s audited financial statements are not available by the time the Annual Report is required to
be filed pursuant to Section 3(a), the Annual Report shall contain unaudited financial statements in a
format similar to the financial statements contained in the final Official Statement, and the audited
financial statements shall be filed in the same manner as the Annual Report when they become
available.

(b) An annual report updating of the following tables contained in the Official Statement
for the Series 2007 Bonds, dated June 13, 2007:

Table 3 - Delinquency Data for the Consolidated Capital Assessment District (for the most
recently completed Fiscal Year)

Table 5 - Projected Debt Service Coverage (for the most recently completed Fiscal Year;
projections need not be updated)

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 Agency or related public entities,



which have been submitted to each of the Repositories or the SEC; provided, that if any document
included by reference is a final official statement, it must be available from the Municipal Securities
Rulemaking Board; and provided further, that the Agency 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, the Agency shall give, or cause to be given,
notice of the occurrence of any of the following events with respect to the Series 2007 Bonds, if
material:

1. Prineipal or interest payment delinquencies.

2. Non-payment related defaults.

3. Modifications to the rights of the Holders.

4. Optional, contingent or unscheduled calls.

5. Defeasances.

6. Rating changes.

7 Adverse tax opinions or events adversely affecting the tax-exempt status of

the Series 2007 Bonds.

8. Unscheduled draws on the debt service reserves reflecting financial
difficulties.

9. Unscheduled draws on the credit enhancements reflecting financial
difficulties.

10. Substitution of the credit or liquidity providers or their failure to perform.

11. Release, substitution or sale of property securing repayment of the Series
2007 Bonds.

(b) Whenever the Agency obtains knowledge of the occurrence of a Listed Event, the
Agency shall as soon as possible determine if knowledge of such event would be material under
applicable federal securities laws.

() If the Agency determines that knowledge of the occurrence of a Listed Event would
be material under applicable federal securities laws, the Ageney shall promptly file or cause the filing
of a notice of such occurrence with the Municipal Securities Rulemaking Board, each Repository and
to the Insurer; provided, that notice of Listed Events described in subsections (a)(4) and (5) of this
section need not be given under this subsection any carlier than the notice (if any) of the underlying
event is given to Holders of affected Bonds pursuant to the Resolution.

(d) Each notice of Listed Event relating to the Series 2007 Bonds shall include the
CUSIP numbers of the Series 2007 Bonds to which such Listed Event notice relates or, if the Listed



Event notice relates to all bond issues of the Agency including the Series 2007 Bonds, such Listed
Event notice need only include the CUSIP number of the Agency.

SECTION 6. Filing with Certain Dissemination Agents. The Agency may satisfy its
obligations hereunder to file any notice, document or information with a National Repository or State
Repository by filing the same with any agent which is responsible for accepting notices, documents
or information for transmission to such National Repository or State Repository, to the extent
permitted by the Securities and Exchange Commission or Securities and Exchange Commission staff
(a “Central Post Office™). For this purpose, permission shall be deemed to have been granted by the
Securities and Exchange Commission staff if and to the extent the Central Post Office has received
an interpretive letter, which has not been revoked, from the Securities and Exchange Commission
staff to the effect that using the Central Post Office to transmit information to the National
Repositories and the State Repositories will be treated for purposes of the Rule as if such information
were transmitted directly to the National Repositories and the State Repositories.

SECTION 7. Termination of Reporting Obligation. The Agency’s obligations under the
Disclosure Certificate shall terminate (a) upon the legal defeasance, prior redemption or payment in
full of all of the Series 2007 Bonds, or (b) if, in the opinion of nationally recognized bond counsel,
the Agency ceases to be an “obligated person™ (within the meaning of the Rule) with respect to the
Series 2007 Bonds or the Series 2007 Bonds otherwise cease to be subject to the requirements of the
Rule. If such termination occurs prior to the final maturity of the Series 2007 Bonds, the Agency

shall give notice of such termination in the same manner as for a Listed Event under Sections 5 and
6.

SECTION 8. Amendment; Waiver. Notwithstanding any other provision of the Disclosure
Certificate, the Agency may amend the Disclosure Certificate, and any provision of the Disclosure
Certificate may be waived; provided, that the following conditions are satisfied:

(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 to the Series 2007 Bonds, or the type of business 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 Series 2007 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 either (1) is approved by the Holders of the Series 2007
Bonds in the same manner as provided in the Resolution for amendments to the Resolution 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 Series 2007 Bonds.

In the event of any amendment or waiver of a provision of the Disclosure Certificate, the
Agency 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 Agency. In addition, if the amendment relates to the accounting
principles to be followed in preparing financial statements, (i) notice of such change shall be given in



the same manner as for a Listed Event under Sections 5 and 6, and (ii) the Annual Report for the year
in which the change is made should present a comparison (in narrative form and also, if feasible, in
quantitative form) between the financial statements as prepared on the basis of the new accounting
principles and those prepared on the basis of the former accounting principles.

SECTION 9. Additional Information. Nothing in the Disclosure Certificate shall be
deemed to prevent the Agency from disseminating any other information, using the means of
dissemination set forth in the Disclosure Certificate or any other means of communication, or
including any other information in any Annual Report or notice of occurrence of a Listed Event, in
addition to that which is required by the Disclosure Certificate. If the Agency chooses to include any
information in any Annual Report or notice of occurrence of a Listed Event in addition to that which
is specifically required by the Disclosure Certificate, the Agency shall have no obligation under the
Disclosure Certificate to update such information or include it in any future Annual Report or notice
of occurrence of a Listed Event.

SECTION 10. Default. In the event of a failure of the Agency to comply with any provision
of the Disclosure Certificate, the Underwriters or any Holder or Beneficial Owner of the Series 2007
Bonds may take such actions as may be necessary and appropriate, including seeking mandate or
specific performance by court order, to cause the Agency to comply with its obligations under the
Disclosure Certificate. A default under the Disclosure Certificate shall not be deemed an Event of
Default under the Resolution, and the sole remedy under the Disclosure Certificate in the event of
any failure of the Agency to comply with the Disclosure Certificate shall be an action to compel
performance hereunder.

SECTION 11. Beneficiaries. The Disclosure Certificate shall inure solely to the benefit of
the Agency, the Underwriters and the Holders and Beneficial Owners from time to time of the Series
2007 Bonds, and shall create no rights in any other person or entity.

Dated: June 26, 2007.

SACRAMENTO AREA FL.OOD CONTROL
AGENCY

By:

Executive Director



EXHIBIT A TO CONTINUING DISCLOSURE CERTIFICATE

NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAIL REPORT
Name of Agency: Sacramento Area Flood Control Agency

Name of Issue: $82,990,000 Consolidated Capital Assessment District Bonds Series 2007A
(the “Series 2007A Bonds™) and $4,140,000 Consolidated Capital
Assessment District Bonds Series 2007B (Taxable) (the “Series 2007B
Bonds™ and, together with the Series 2007A Bonds, the “Series 2007 Bonds™)

Date of Issuance: June 26, 2007

NOTICE IS HEREBY GIVEN that the Agency has not provided an Annual Report with
respect to the above-named Bonds as required by the Continuing Disclosure Certificate of the
Agency dated June 26, 2007 [The Agency anticipates that the Annual Report will be filed by

]

Dated:

SACRAMENTO AREA FLOOD CONTROL
AGENCY

By

Executive Director
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APPENDIX F

FORM OF BOND COUNSEL OPINION

June 26, 2007

Sacramento Area Flood Control Agency
Sacramento, California

Sacramento Area Flood Control Agency
Consolidated Capital Assessment District Bonds, Series 2007A and Taxable Series 2007B
(Final Opinion}

Ladies and Gentlemen:

We have acted as bond counsel to the Sacramento Area Flood Control Agency (the
“Agency”) in connection with the issuance of $82,990,000 aggregate principal amount of Sacramento Area
Flood Control Agency Consolidated Capital Assessment District Bonds, Series 2007A (the “Series 2007A
Bonds™), and 34,140,000 aggregate principal amount of Sacramento Area Flood Control Agency Consolidated
Capital Assessment District Bonds, Taxable Series 2007B (the “Series 2007B Bonds” and, together with the
Series 2007A Bonds, the “Bonds™) pursuant to the provisions of the Sacramento Area Flood Control Agency
Act (being Chapter 130 of West’s Ann. Cal. Water Code App.) (the “Act”), and Rescolution No. 07-052
adopted by the Board of Directors of the Agency (the “Board™} on May 31, 2007 (the “Resolution™).
Capitalized terms not otherwise defined herein shall have the meanings ascribed to them in the Resolution.

In such connection, we have reviewed the Resolution; the Tax Certificate of the Agency,
dated the date hereof (the “Tax Certificate™}; opinions of counsel to the Agency; certificates of the Agency and
others; and such other documents, opinions and matters to the extent we deemed necessary to render the
opinions set forth herein.

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings
and court decisions and cover certain matters not directly addressed by such authorities. Such opinions may be
affected by actions taken or omitted or events occurring after the date hereof. We have not undertaken to
determine, or to inform any person, whether any such actions are taken or omitted or events do occur or any
other matters come to our attention after the date hereof. Accordingly, this opinion is not intended to, and may
not, be relied upon in connection with any such actions, events or matters. Our engagement with respect to the
Bonds has concluded with their issuance, and we diselaim any obligation to update this letter. We have
assumed the genuineness of all documents and signatures presented to us (whether as originals or copies} and
the due and legal execution and delivery thereof by, and validity against, any parties other than the Agency.
We have assumed, without undertaking to verify, the accuracy of the factual matters represented, warranted or
certified in the documents, and of the legal conclusions contained in the opinions, referred to in the second
paragraph hereof. Furthermore, we have assumed compliance with all covenants and agreements contained in
the Resolution and the Tax Certificate, including (without limitation) covenants and agreements compliance
with which is necessary to assure that future actions, omissions or events will not cause interest on the
Series 2007A Bonds to be included in gross income for federal income tax purposes. We call attention to the
fact that the rights and obligations under the Bonds, the Resolution and the Tax Certificate and their
enforceability may be subject to bankruptey, insolvency, reorganization, arrangement, fraudulent conveyance,
moratorium and other laws relating to or affecting creditors’ rights, to the application of equitable principles, to
the exercise of judicial discretion in appropriate cases and to the limitations on legal remedies against public
agencies in the State of California. We express no opinion on the plans, specifications, maps and other
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engineering details of the proceedings, or upon the validity of the annual special capital assessments on any
particular parcel which validity depends, in addition to the legal steps required, upon the accuracy of certain of
the engineering details. We express no opinion with respect to any indemnification, contribution, penalty,
choice of law, choice of forum, choice of venue, waiver or severability provisions contained in the foregoing
documents, nor do we express any opinion with respect to the state or quality of title to or interest in any of the
assets described in or as subject to the lien of the Resolution or the accuracy or sufficiency of the description
contained therein of, or the remedies available to enforce liens on, any such assets. Finally, we undertake no
responsibility for the accuracy, completeness or fairness of the Official Statement or other offering material
relating to the Bonds and express no opinion with respect thereto.

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of
the following opinions:

1. The Bonds are valid and binding bonds of the Agency payable from the proceeds of
the Consoclidated Capital Assessments as provided in the Resolution.

2. The Resolution has been duly adopted by the Board and constitutes the valid and
binding obligation of the Agency.

3. Interest on the Series 2007A Bonds is excluded from gross income for federal
income tax purposes under section 103 of the Internal Revenue Code of 1986 (the “Code”). Interest on the
Series 2007A Bonds is not a specific preference item for purposes of the federal individual or corporate
alternative minimum taxes, although we observe that such interest on the Series 2007A Bonds is included in
adjusted current earnings in calculating corporate alternative minimum taxable income. We observe that
interest on the Series 2007B Bonds is not excluded from gross income for federal income tax purposes under
Section 103 of the Code. Interest on the Bonds is exempt from State of California personal income taxes. We
express no opinion regarding other tax consequences related to the ownership or disposition of, or the accrual
or receipt of interest on, the Bonds.

Faithfully yours,
ORRICK, HERRINGTON & SUTCLIFFE LLP

per
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Financial Guaranty Insurance Company

Doing business in California as FGIC Insurance Company
125 Park Avenue

New York, NY (10017

T 212-312°3000
T 800-352-0001

Municipal Bond
New Issue Insurance Policy

Issuer: Policy Number:

Control Number: 0010001

&
)

Bonds: Premium; ”n“"vi%
% S
T e
Financial Guaranty Insurance Company (“Financial € &T%??’Ma New York stock insurance company, in
consideration of the payment of the premiom an t%; ;59%% terms of this Policy, hereby unconditionally
and irrevocably agrees to pay to U.8. Ba atitinal Association or is successor, as its agent {the

“Fiscal Agent™), for the benefit of BongHoldrs, Wat portion of the principal and interest on the above-
described debt obligations (the “Bonds™), which shall become Due for Payment but shall be unpaid by
reason of Nonpayment by the Issuer.

Financial Guaranty will make such payments to the Fiscal Agent on the date such principal or interest
becomes Due for Payment or on the Business Day next following the day on which Financial Guaranty shall
have received Notice of Nonpayment, whichever is later. The Fiscal Agent will disburse to the Bondholder
the face amount of principal and interest which is then Due for Payment but is unpaid by reason of
Nonpayment by the Issuer but only upon receipt by the Fiscal Agent, in form reasonably satisfactory to it, of
(i} evidence of the Bondholder’s right to receive payment of the principal or interest Due for Payment and
(i1) evidence, including any appropriate instruments of assignment, that all of the Bondholder’s rights to
payment of such principal or interest Due for Payment shall thereupon vest in Financial Guaranty. Upon
such disbursement, Financial Guaranty shall become the owner of the Bond, appurtenant coupon or right to
payment of principal or interest on such Bond and shall be fully subrogated to all of the Bondholder’s rights
thereunder, including the Bondholder’s right to payment thereof.

This Policy is non-cancellable for any reason. The premium on this Policy is not refundable for any reason,
including the payment of the Bonds prior to their maturity. This Policy does not insure against loss of any
prepayment premium which may at any time be payable with respect io any Bond.

As used herein, the term “Bondholder” means, as to a particular Bond, the person other than the Issuer who,
at the time of Nonpayment, is entitled under the terms of such Bond to payment thereof, “Due for Payment”
means, when referring to the principal of a Bond, the stated maturity date thereof or the date on which the
sarne shall have been duly called for mandatory sinking fund redemption and does not refer to any earlier
date on which payment is due by reason of call for redemption (other than by mandatory sinking fund
redemption), acceleration or other advancement of maturity and means, when referring to interest on a
Bond, the stated date for payment of interest. “Nonpayment” in respect of a Bond means the failure of the
Issuer to have provided sufficient funds to the paying agent for payment in full of all

EGIC 18 a registered service mark used by Financial Guaranly Insurance Company under license from its parent company, FGIC Corporation.
Farm 9000 (10/93) Page tof 2
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Financial Guaranty Insurance Company

Doing business in California as FGIC Insurance Company
123 Park Avenue

New York, NY 10Q17

T Z212-312°3000
T 800-352-0001

Municipal Bond
New Issue Insurance Policy

principal and interest Due for Payment on such Bond. “Notice™ means telephonic or telegraphic notice,
subsequently confirmed in writing, or written notice by registered or certified mail, from a Bondholder or a
paying agent for the Bonds to Financial Guaranty. “Business Day” r\;@gga%any day other than a Saturday,
Sunday or a day on which the Fiscal Agent is authorized by law to @ﬂj!&»c sed.

e

be affixed with its corporate seal and to
ome effective and binding upon Financial
D nzed representative.

In Witness Whereof, Financial Guaranty has caused this:.
be signed by its duly authorized officer in facsimj
Guaranty by virtue of the countersu__,nature o?at%

o B 2

*ﬂexe% £
T

T

%
g’

President
Effective Date: Authorized Representative

115, Bank Trust National Association, acknowledges that it has agreed to perform the duties of Fiscal
Agent under this Policy.

-——-—.-—c:':";/ 9 - - >
- = o A
/'/ o " e i

< e
-

Auihorized Officer

FGIC is a reqistered service mark used by Finangial Guaranty [nsurance Company under license from its parent company, FGIC Carporation
Form 8000 (10/93) Page2of 2
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FGIC

Financial Guaranty Insurance Company

Doing business in Colifornia as FGIC Inswrance Company
125 Park Avenue

New York, NY 10017

T 212:312-3000

T 300-352-0001

Endorsement
To Financial Guaranty [nsurance Company
Insurance Policy

Policy Number: Contrel Namber: 0010001

. Y 1o
It is further understood that the term “Neonpayment” iﬁg’ré’spgé?ﬁ% a Bond includes any payment of principal
or interest made to a Bondholder by or on behalfof tbe issuér of such Bond which has been recovered from
such Bondholder pursuant to the United Sta;eﬁ,; aﬁicrﬁp’f@ ¢y Code by a trustee in bankruptcy in accordance
with a final, nonappealable order of a codft vmg C()mpetent iurisdiction.

NOTHING HEREIN SHALL BE CONSTRUED TO WAIVE, ALTER, REDUCE OR AMEND
COVERAGE IN ANY OTHER SECTICN OF THE POLICY. IF FOUND CONTRARY TO THE
POLICY LANGUAGE, THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY
LANGUAGE.

In Witness Whereof, Financial Guaranty has caused this Endorsement to be affixed with its corporate seal

and to be signed by tts duly authorized officer in facsimile to become effective and binding upon Financial
Guaranty by virtue of the countersignature of its duly authorized representative.

A

President
Etfective Drate: Authorized Representative

Acknowledged as of the Effective Date written above:

Authorized Officer
U.S. Bank Trust National Association, as Fiscal Agent

FGIC 18 a reqistered service mark used by Financial Guaranty [nsurance Company under license from its parent company, FGIC Comoralticn
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Financial Guaranty Insurance Company

Doing business in California ey FGIC Insurance Company
125 Park Avenue

New York, NY 10017

T 212-312-3000
T $00-352-0001

Mandatory California State
Amendatory Endorsement

To Financial Guaranty Insurance Company
Insurance Policy

Policy Number: Co&fgﬁfﬁ‘l&hber 0010001
) Jf"
"‘35 "a‘mﬂé

The insurance provided by this Policy is n d%ﬂrédfby the California Insurance Guaranty Association
{California Insurance Code, Article 14. 2)31( {Qﬁ

NOTHING HEREIN SHALL BE CON‘gTRUED TO WAIVE, ALTER, REDUCE OR AMEND
COVERAGE IN ANY OTHER SECTION OF THE POLICY. IF FOUND CONTRARY TO THE
POLICY LANGUAGE, THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY
LANGUAGE,

In Witness Whereof, Financial Guaranty has caused this Endorsement to be affixed with its corporate seal

and to be signed by its duly authorized officer in facsimile to become effective and binding upon Financial
Guaranty by virtue of the countersignature of its duly authorized representative.

A

President

Effective Date: Authorized Representative

Acknowledged as of the Effective Date written above:

Authorized Gfficer
U.S. Bank Trust National Association, as Fiscal Agent

FGIC is a redisterad servics mark used by Financial Guaranty Insurance Company under license from its parent comparyy, FGIC Corporation.
Form E-0059 {10/93) Page 1 of 1
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FGIC

Financial Guaranty Insurance Company

Doing business in California as FGIC Insurance Company
125 Park Avenue

New York, NY 10017

T 212:312-3000

T 8060-332-000!

Mandatory California State
Amendatory Endorsement

To Financial Guaranty Insurance Company
Insurance Policy

Policy Number: ControL,Nuﬁ@ber: 0010001

‘?*

”ﬁ
Notwithstanding the terms and conditions m thi F{glcy%hb‘is further understood that there shall be no
acceleration of payment due under such P es %nch acceleration is at the sole option of Financial
Guaranty. 7 “"

ewe ?

NOTHING HEREIN SHALL BE LOT@STRUFD TO WAIVE, ALTER, REDUCE OR AMEND
COVERAGE IN ANY OTHER SECTION OF THE POLICY. IF FOUND CONTRARY TO THE
POLICY LANGUAGE, THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY
LANGUAGE.

In Witness Whereof, Financial Guaranty has caused this Endorsement to be affixed with its corporate seal

and to be signed by its duly authorized officer in facsumile to become effective and binding upon Financial
Guaranty by virtue of the countersignature of its duly authorized representative.

%7“%#/’\

President
Effective Date: Authorized Representative

Acknowiedged as of the Effective Date written above:

Aathorized Officer
U.S. Bank Trust Natienal Association, as Fiscal Agent

FGIC is a registered service mark used by Financial Guaranty Insurance Company under license from its parent company, FGIC Corporation.
Form E-0075 (3/94) Page 1 of 1
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