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MATURITY SCHEDULE

$184,500,000 Series 2007A Bonds (Fixed Rate)
(Base CUSIP Number 78615†)

Maturity
(June1)

Principal
Amount

Interest
Rate Yield CUSIP No.†

2010 $5,960,000 4.500% 3.530% RBQ5
2011 5,150,000 4.500 3.570 RBR3
2011 1,080,000 3.750 3.570 RBS1
2012 6,505,000 4.000 3.600 RBT9
2013 4,630,000 4.000 3.630 RBU6
2013 2,135,000 5.000 3.630 RBV4
2014 750,000 4.000 3.690 RBW2
2014 7,490,000 5.000 3.690 RBX0
2015 1,300,000 4.000 3.740 RBY8
2015 7,350,000 5.000 3.740 RBZ5
2016 1,160,000 4.000 3.800 RCA9
2016 7,910,000 5.000 3.800 RCB7
2017 3,125,000 4.000 3.850 RCC5
2017 6,380,000 5.000 3.850 RCD3
2018* 2,000,000 4.000 3.930 RCE1
2018* 7,955,000 5.000 3.930 RCF8
2019* 1,210,000 4.000 3.970 RCG6
2019* 9,225,000 5.000 3.970 RCH4
2020 1,660,000 4.000 4.000 RCJ0
2020* 9,280,000 5.000 4.000 RCK7
2021* 11,475,000 5.000 4.030 RCL5
2022* 12,040,000 5.000 4.060 RCM3
2023* 10,740,000 5.000 4.090 RCN1
2024* 11,280,000 5.000 4.110 RCP6
2025* 11,845,000 5.000 4.120 RCQ4
2026* 12,435,000 5.000 4.130 RCR2
2027* 13,055,000 5.000 4.140 RCS0
2028* 9,375,000 5.000 4.150 RCT8

__________________________________
* Priced to call date of June 1, 2017 at 100%

$228,920,000 Series 2007B Bonds (Index Rate)(1)

(Base CUSIP Number 78615†)

$128,965,000 Series 2007B Term Bonds (Index Rate)(1) Due June 1, 2034 - Price 100%- CUSIP RCU5
$99,955,000 Series 2007B Term Bonds (Index Rate)(1) Due June 1, 2039 - Price 100%- CUSIP RCV3

__________________________________
†  CUSIP numbers are provided for reference only.  The Authority, the Agency, the Financial Advisor and the Underwriters do not assume any 

responsibility for the accuracy of such numbers.
(1)  The Series 2007B Bonds maturing on June 1, 2034 will bear interest at the rate of 4.138% from their date of delivery through and including 

September 3, 2007. The Series 2007B Bonds maturing on June 1, 2039 will bear interest at the rate of 4.158% from their date of delivery through 
and including September 3, 2007.  Thereafter, the Series 2007B Bonds will bear interest from the most recent interest payment date therefor to which 
interest has been paid or duly provided for, as applicable, to but excluding the next succeeding interest payment date therefor at the LIBOR-Based 
Interest Rate, which is a per annum rate equal to (a) 67% of the Three-Month LIBOR Rate for such period plus (b) a per annum spread equal to 
0.55% for the Series 2007B Bonds maturing on June 1, 2034, and 0.57% for the Series 2007B Bonds maturing on June 1, 2039;  provided that the 
LIBOR-Based Interest Rate will never exceed the Maximum Rate of 12% per annum.
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No dealer, broker, salesperson or other person has been authorized 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 information set forth herein has been furnished by the Authority, the Agency and other sources 
which are believed to be reliable, but is not guaranteed as to accuracy or completeness, and is not to be 
construed as a representation, by the Underwriters.  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 
Authority or the Agency 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.  Except as 
set forth in the Continuing Disclosure Certificate, neither the Agency nor the Authority plans to issue 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. 

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

$413,420,000 
SACRAMENTO COUNTY WATER FINANCING AUTHORITY 

REVENUE BONDS 
(Sacramento County Water Agency Zones 40 and 41 2007 Water System Project)

$184,500,000 
Series 2007A (Fixed Rate) 

$228,920,000 
Series 2007B (Index Rate)

INTRODUCTION

This introduction contains only a brief summary of certain of the terms of the Series 2007 Bonds 
being offered and a brief description of the Official Statement (which includes the cover page and Appendices 
hereto).  All statements contained in this introduction are qualified in their entirety by reference to the entire 
Official Statement.  References to, and summaries of, provisions of the Constitution and laws of the State of 
California and any documents referred to herein do not purport to be complete and such references are 
qualified in their entirety by reference to the complete provisions.  Capitalized terms used in this Official 
Statement and not defined elsewhere herein have the meanings given such terms under the Indenture or the 
Installment Purchase Contract.  See APPENDIX D—“SUMMARY OF PRINCIPAL LEGAL 
DOCUMENTS—DEFINITIONS.” 

Authority for Issuance and Purpose 

The purpose of this Official Statement is to set forth certain information concerning the issuance and 
sale of the Sacramento County Water Financing Authority Revenue Bonds (Sacramento County Water Agency 
Zones 40 and 41 2007 Water System Project), Series 2007A in the aggregate principal amount of 
$184,500,000 (the “Series 2007A Bonds”) and the Sacramento County Water Financing Authority Revenue 
Bonds (Sacramento County Water Agency Zones 40 and 41 2007 Water System Project), Series 2007B in the 
aggregate principal amount of $228,920,000 (the “Series 2007B Bonds” and, together with the Series 2007A 
Bonds, the “Series 2007 Bonds”) pursuant to a Master Indenture, dated as of June 1, 2003, between the 
Authority and Union Bank of California, N.A., as trustee  (the “Trustee”) (the “Master Indenture”), as 
supplemented and amended by a Second Supplemental Indenture, dated as of May 1, 2007, between the 
Authority and the Trustee (the “Second Supplemental Indenture” and, together with the Master Indenture, the 
“Indenture”), for the purpose of providing funds to (i) advance refund a portion of the Authority’s Revenue 
Bonds (Sacramento County Water Agency Zones 40 and 41 2003 Water System Project) (the “Series 2003 
Bonds”) originally issued in the aggregate principal amount of $50,795,000 of which $48,960,000 is currently 
outstanding; (ii) together with other available funds of the Agency, finance or reimburse the Sacramento 
County Water Agency (the “Agency”) for the purchase of a portion of the capacity (the “Dedicated Capacity”) 
in a surface water intake facility and related pipeline to be constructed and owned by the Freeport Regional 
Water Authority (the “FRWA Facilities”) and a new water treatment facility and related pipeline to be 
constructed and owned by the Agency (the “Agency Facilities,” and together with the Dedicated Capacity, the 
“2007 Project”); (iii) pay the cost of a bond insurance premium for a bond insurance policy to be issued by the 
Insurer (as defined herein); (iv) fund a portion of the interest on the Series 2007 Bonds to December 1, 2008; 
(v) increase the amount on deposit in the Reserve Account to satisfy the Reserve Requirement (as defined 
herein); and (vi) pay costs of issuance of the Series 2007 Bonds (as more fully described herein).  The Series 
2007 Bonds will be issued in full conformity with the Constitution and the laws of the State of California (the 
“State”), including Chapter 5 of Division 7 of Title 1 of the Government Code of the State (the “JPA Act”).  
See “ESTIMATED SOURCES AND USES OF FUNDS” and “THE 2007 PROJECT” herein. 
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The Agency 

The Agency was formed as a body politic and corporate in 1952 pursuant to a special legislative act of 
the State of California, the Sacramento County Water Agency Act (the “Agency Act”).  The Sacramento 
County Board of Supervisors acts ex officio as the Agency’s Board of Directors.  Pursuant to the Agency Act, 
the Agency is authorized to, among other things, make water available for any beneficial use of lands and 
inhabitants; to produce, store, transmit, and distribute groundwater; and to construct, purchase, lease or 
otherwise acquire surface waters and water rights necessary to make use of water for any purposes authorized 
by the Act.  The Agency Act also authorizes the Agency to construct and operate facilities and to collect fees 
for services it provides.  In addition, the Agency Act authorizes the creation of zones within the Agency 
boundaries (including Zone 40 and Zone 41 as described herein), and to undertake projects specifically for the 
benefit of such zones.  See “THE AGENCY” and “AGENCY OPERATIONS” herein. 

Zone 40 was created by the Agency in May 1985 for the purpose of constructing facilities for the 
production, conservation, transmission, distribution and sale of surface water and ground water.  Zone 41 was 
created in June 2000 and assumed the responsibilities of the Sacramento County Water Maintenance District 
(which was dissolved upon the creation of Zone 41) to provide retail and wholesale water services.  See 
APPENDIX A—“FEASIBILITY CONSULTANT’S REPORT” for a description of Zone 40 and Zone 41, as 
well as a map showing their geographic boundaries. 

The Authority 

The Authority was formed pursuant to a Joint Exercise of Powers Agreement, dated as of May 1, 
2003, between the County of Sacramento (the “County”) and the Agency pursuant to the provisions of the JPA 
Act.  The Authority was formed for the purpose of facilitating the financing of the acquisition and/or 
construction of real and personal property in and for the service area of the Agency and the County and to 
assist the Agency in financing major capital improvements.  Under the Joint Exercise of Powers Agreement 
and the JPA Act, the Agency has no liability for the Series 2007 Bonds, but is liable for the payment of the 
2007 Installment Payments from Net Revenues (as defined below).  See “THE AUTHORITY” herein. 

The Freeport Regional Water Authority 

The Freeport Regional Water Authority (“FRWA”), a joint powers authority, was formed pursuant to 
a Joint Powers Agreement, dated as of February 14, 2002 as amended November 26, 2002 and November 20, 
2006 (the “FRWA JPA Agreement”) between the Agency and the East Bay Municipal Utility District 
(“EBMUD”).  FRWA was formed to design, finance, construct and operate the Freeport Project, a regional 
water project for the benefit of the Agency and EBMUD.  The Freeport Project generally consists of a surface 
water intake facility on the Sacramento River and related pipeline to be constructed and owned by FRWA (and 
operated by the Agency pursuant to an Operating Agreement as described herein), a new water treatment 
facility and related pipeline to be owned and operated by the Agency, and a pipeline to be constructed solely 
for the benefit of, and owned and operated by, EBMUD (the “EBMUD Facilities”).  The 2007 Project to be 
funded with the proceeds of the Series 2007 Bonds consists of Dedicated Capacity and the Agency Facilities.  
See “THE 2007 PROJECT” and APPENDIX A—“FEASIBILITY CONSULTANT’S REPORT” herein. 

Security and Sources of Payment for the Series 2007 Bonds 

The Series 2007 Bonds are special, limited obligations of the Authority payable solely from Authority 
Revenues (as hereinafter defined) under the Indenture, consisting principally of installment payments (the 
“2007 Installment Payments”) payable by the Agency pursuant to the Master Installment Purchase Contract, 
dated as of June 1, 2003, between the Authority and the Agency,  as supplemented and amended by the Second 
Supplemental Installment Purchase Contract, dated as of May 1, 2007 (the “Second Supplemental Installment 
Purchase Contract” and, together with the Master Installment Purchase Contract, the “Installment Purchase 
Contract”), between the Authority and the Agency.  The 2007 Installment Payments to be paid by the Agency 
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are payable from and secured by a pledge of and first lien on Net Revenues (as hereinafter defined) of the 
Agency, consisting primarily of fees and charges imposed by the Agency on customers of the Water System 
within Zone 40 and Zone 41 less Maintenance and Operation costs (as defined herein).   Fees and charges 
collected by the Agency outside of Zone 40 and Zone 41 do not secure the Series 2007 Bonds.  See 
“AGENCY OPERATIONS” herein.  The Agency may issue or incur additional obligations payable from Net 
Revenues on a parity with the 2007 Installment Payments (the “Parity Obligations”) subject to the terms and 
conditions of the Installment Purchase Contract.  The Agency previously entered into a Parity Obligation in 
connection with the issuance of the Series 2003 Bonds.  See “SECURITY AND SOURCES OF PAYMENT 
FOR THE SERIES 2007 BONDS—The Installment Purchase Contract—Additional Parity Obligations” and 
“—Existing Parity Obligations” herein.  The Agency may also incur additional obligations the payment of 
which constitutes a lien and charge on the Net Revenues subordinate in priority to the charge and lien upon the 
Net Revenues for the payment of the Parity Obligations (“Subordinate Obligations”) subject to the terms and 
conditions of the Installment Purchase Contract.  See “SECURITY AND SOURCES OF PAYMENT FOR 
THE SERIES 2007 BONDS—The Installment Purchase Contract—Execution of Subordinate Obligations”
herein. 

THE SERIES 2007 BONDS ARE SPECIAL, LIMITED OBLIGATIONS OF THE AUTHORITY 
AND ARE NOT SECURED BY A LEGAL OR EQUITABLE PLEDGE OF, OR CHARGE OR LIEN UPON, 
ANY PROPERTY OF THE AUTHORITY OR ANY OF ITS INCOME OR RECEIPTS, EXCEPT THE 
AUTHORITY REVENUES (AS DEFINED HEREIN).  NEITHER THE FULL FAITH AND CREDIT OF 
THE AUTHORITY OR ITS MEMBERS (INCLUDING THE AGENCY) IS PLEDGED FOR THE 
PAYMENT OF THE INTEREST ON OR PRINCIPAL OF OR REDEMPTION PREMIUMS, IF ANY, ON 
THE SERIES 2007 BONDS AND NO TAX OR OTHER SOURCE OF FUNDS OTHER THAN THE 
AUTHORITY REVENUES (AS DEFINED HEREIN) IS PLEDGED TO PAY THE INTEREST ON OR 
PRINCIPAL OF OR REDEMPTION PREMIUMS, IF ANY, ON THE SERIES 2007 BONDS.  NEITHER 
THE PAYMENT OF THE INTEREST ON OR PRINCIPAL OF OR REDEMPTION PREMIUMS, IF ANY, 
ON THE SERIES 2007 BONDS CONSTITUTES A DEBT, LIABILITY OR OBLIGATION OF THE 
AUTHORITY OR ANY MEMBER OF THE AUTHORITY (INCLUDING THE AGENCY) FOR WHICH 
ANY SUCH ENTITY IS OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR 
WHICH ANY SUCH ENTITY HAS LEVIED OR PLEDGED ANY FORM OF TAXATION.  THE 
AUTHORITY HAS NO TAXING POWER. 

Rate Covenant 

Pursuant to the Installment Purchase Contract, the Agency has covenanted that it will at all times fix, 
prescribe and collect rates, fees and charges (including impact fees and connection fees as described herein) for 
the Water Service during each Fiscal Year which are reasonably fair and nondiscriminatory and which are 
estimated to yield Adjusted Annual Net Revenues for such Fiscal Year equal to at least the Coverage 
Requirement (as defined herein) for such Fiscal Year.  The Agency may make adjustments from time to time 
in such fees and charges and may make such classification thereof as it deems necessary, but shall not reduce 
the rates, fees and charges then in effect unless the Adjusted Annual Net Revenues from such reduced rates, 
fees and charges are estimated to be sufficient to meet the requirements described above.  See “SECURITY 
AND SOURCES OF PAYMENT FOR THE SERIES 2007 BONDS—The Installment Purchase Contract—
Rate Covenant; Collection of Rates and Charges” herein. 

Other Obligations of the Agency 

The Agency previously entered into a First Supplemental Installment Purchase Contract with the 
Authority, dated as of June 1, 2003 (the “First Supplemental Contract”), in connection with the issuance of the 
Series 2003 Bonds. The Series 2003 Bonds, together with the Series 2007 Bonds and any other Additional 
Bonds (as defined herein), are collectively referred to herein as the “Bonds”.  The obligation of the Agency to 
make payments under the First Supplemental Contract constitutes a Parity Obligation pursuant to the 
Installment Purchase Contract. 
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Concurrently with the sale of the Series 2007B Bonds, the Agency entered into two interest rate swaps 
(one with respect to each maturity of the Series 2007B Bonds) each with a notional amount equal to the 
principal amount of the Series 2007B Bonds of each such maturity (the “Series 2007B Swaps”).  Regular 
payments (but not termination payments) under the Series 2007B Swaps are payable on a parity with the Parity 
Obligations.  See “AGENCY OPERATIONS—Interest Rate Swaps” herein. 

The Agency may also incur Subordinate Obligations, subject to the terms and conditions of the 
Installment Purchase Contract.  Termination payments pursuant to the Series 2007B Swaps will constitute 
Subordinate Obligations pursuant to the Installment Purchase Contract.  There currently are no other 
Subordinate Obligations outstanding. 

Reserve Account 

A Reserve Account was established under the Indenture in connection with the issuance of the Series 
2003 Bonds.  In accordance with the Indenture, the Trustee is required to increase the amount on deposit in the 
Reserve Account to the Reserve Requirement. In order to meet such requirement, concurrently with the 
issuance of the Series 2007 Bonds, $22,595,237.40 will be deposited in the Reserve Account.  Amounts in the 
Reserve Account are to be used solely for the purpose of paying the interest on and principal of the Bonds in 
the event that amounts on deposit in the Interest Account and the Redemption Account under the Indenture at 
any time are insufficient for such purpose, or for the retirement of all Bonds then outstanding.  See 
“SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2007 BONDS—Reserve Account” herein. 

Rate Stabilization Fund 

A Rate Stabilization Fund has been established pursuant to the Installment Purchase Contract which 
fund the Director of Finance agrees to hold and maintain as directed by the Agency so long as any Payments 
due under the Installment Purchase Contract shall be Outstanding.  The Agency may at any time deposit in the 
Rate Stabilization Fund any Net Revenues available to be deposited therein (as provided in the Installment 
Purchase Contract), and the Agency may at any time withdraw from the Rate Stabilization Fund any money 
therein for deposit in the Water Fund; provided, that the Agency shall withdraw from the Rate Stabilization 
Fund any money therein for deposit in the Water Fund in the event there are insufficient amounts in the Water 
Fund to make the deposits and transfers required by the Installment Purchase Contract; and provided further, 
that any such deposits or withdrawals may be made up to and including the date that is one hundred eighty 
(180) days after the end of the Fiscal Year or twelve (12) calendar month period, as the case may be, for which 
such deposit or withdrawal will be taken into account in determining the Adjusted Annual Revenues; and 
provided further, that no deposit of Net Revenues shall be made in the Rate Stabilization Fund to the extent 
that such deposit would prevent the Agency from meeting the Coverage Requirement in any Fiscal Year or 
twelve (12) calendar month period, as the case may be.  See “SECURITY AND SOURCES OF PAYMENT 
FOR THE SERIES 2007 BONDS—The Installment Purchase Contract—Rate Stabilization Fund” herein.  As 
of April 1, 2007, the Rate Stabilization Fund contained a balance of $10,000,000. 

Bond Insurance 

Payment of principal and interest when due with respect to the Series 2007 Bonds will be insured by 
an insurance policy to be issued concurrently 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 and APPENDIX G—“FORM OF MUNICIPAL BOND NEW ISSUE 
INSURANCE POLICY.” 

Continuing Disclosure 

The Agency has covenanted for the benefit of the 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 
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seven months following the end of the Agency’s Fiscal Year (presently June 30) (the “Annual Report”), 
commencing with the Annual Report for Fiscal Year 2006-07, 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 Repository.  The notices of material events will be filed by the 
Agency with the Municipal Securities Rulemaking Board.  The specific nature of the information to be 
contained in the Annual Report and the notice of material events is set forth in APPENDIX E—“FORM OF 
AGENCY CONTINUING DISCLOSURE CERTIFICATE” hereto.  This covenant has been made in order to 
assist the Underwriters in complying with S.E.C. Rule 15c2-12(b)(5).  See “CONTINUING DISCLOSURE” 
herein.  The Agency has complied with its continuing disclosure obligations with respect to the Series 2003 
Bonds.

Feasibility Consultant’s Report 

In preparing this Official Statement, the Authority and the Agency have relied, in part, upon studies, 
considerations, assumptions and opinions set forth in the report furnished by MWH Americas, Inc., 
Sacramento, California, as Feasibility Consultant (the “Feasibility Consultant”), a copy of which is attached 
hereto as Appendix A (the “Feasibility Consultant’s Report”).  See “FEASIBILITY CONSULTANT’S 
REPORT” herein. 

The Feasibility Consultant has performed a variety of engineering, planning and design assignments 
for the Agency in the past, and is currently engaged in other work for the Agency, including providing 
consulting services associated with the development of the Agency’s water supply master planning process.  In 
addition, the Feasibility Consultant has been retained by the Agency to provide design services with respect to 
the Vineyard Surface Water Treatment Plant, which constitutes a significant portion of the 2007 Project.  As 
part of those services to the Agency, the Feasibility Consultant was primarily responsible for preparing the 
Agency’s cost estimates. 

Other Matters 

Copies of the Installment Purchase Contract and the Indenture will be available for inspection at the 
offices of the Agency in Sacramento, California, and will be available upon request and payment of 
duplication costs from the Trustee. 
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ESTIMATED SOURCES AND USES OF FUNDS 

The estimated sources and uses of funds for the Series 2007 Bonds are as follows: 

Sources:  
Principal Amount  $413,420,000.00 
Original Issue Premium   12,406,872.50 
Prior Funds and Accounts related to the Refunded Bonds 
(as defined below)           973,379.19 
 Total Sources  $426,800,251.69 
  
Uses:  
Project Account(1)  $356,312,212.37 
Escrow Fund Deposit  44,284,704.22 
Reserve Account  22,595,237.40 
Costs of Issuance(2)   3,608,097.70 
 Total Uses  $ 426,800,251.69 

    
(1) Includes a portion of the interest on the Series 2007 Bonds to December 1, 2008 in the amount of  $23,609,996.93. 
(2) Includes fees of Bond Counsel, Disclosure Counsel, the Financial Advisor, the Trustee and the Authority, Underwriters’ 

discount, premium for bond insurance, consulting fees, rating agency fees, printing costs and certain miscellaneous 
expenses. 

PLAN OF FINANCE  

As described herein, the proceeds of the Series 2007 Bonds will be used primarily for the purpose of 
providing funds to finance or reimburse the Agency for the purchase of the 2007 Project and to advance refund 
the Refunded Bonds (defined below). 

The 2007 Project.  A portion of the proceeds of the Series 2007 Bonds will be used to finance or 
reimburse the Agency for the purchase of the 2007 Project.  See “THE 2007 PROJECT” herein. 

Plan of Refunding.  The Authority 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 $41,740,000 of the Series 2003 Bonds (the “Refunded Bonds”), as described below.  The Refunded 
Bonds consist of the following: 



7

Sacramento County Water Financing Authority 
Revenue Bonds 

(Sacramento County Water Agency Zones 40 and 41 2003 Water System Project)  

Maturity Date 
(June 1) Par Amount Interest Rate 

Redemption 
Date (June 1) 

Redemption 
Price

CUSIP
No. (78615R)†

2014  $ 1,185,000 4.000% 2013 100.00% AK9 
2015 1,235,000 5.000 2013 100.00 AL7 
2016 1,295,000 5.000 2013 100.00 AM5 
2017 1,360,000 5.000 2013 100.00 AN3 
2018 1,430,000 5.000 2013 100.00 AP8 
2019 1,500,000 5.000 2013 100.00 AQ6 
2020 1,575,000 5.000 2013 100.00 AR4 
2021 1,655,000 5.000 2013 100.00 AS2 
2022 1,735,000 5.000 2013 100.00 AT0 
2023 1,825,000 5.000 2013 100.00 AU7 
2028 10,525,000 4.750 2013 100.00 AV5 
2034   16,420,000 5.000 2013 100.00 AW3 

TOTAL  $ 41,740,000     

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 Refunded Bonds until 
their redemption date.  These direct obligations shall be deposited in an escrow account held by the Trustee as 
escrow agent for the Refunded Bonds (the “Escrow Agent”) under an escrow agreement, dated as of May 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 interest on the 
Refunded Bonds when due and redemption of the Refunded Bonds on the redemption date of June 1, 2013 at 
the redemption price specified 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 interest on the Refunded Bonds when due and 
payment of the redemption price of the Refunded Bonds on the redemption date.  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 Refunded Bonds will be defeased and will no longer be entitled to the pledge of and 
charge and lien upon the revenues pursuant to the First Supplemental Indenture pursuant to which the 
Refunded Bonds were issued.  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. 

THE SERIES 2007 BONDS 

General

The Series 2007 Bonds will be dated the date of delivery, and will mature and become payable on 
June 1 in each of the years in the principal amounts set forth on the inside front cover page hereof.  The Series 
2007 Bonds will be issued as fully registered bonds in denominations of five thousand dollars ($5,000) or any 

                                                       
† CUSIP numbers are provided for reference only.  The Authority, the Agency, the Financial Advisor and the Underwriters do not assume any 
responsibility for the accuracy of such numbers. 
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integral multiple of five thousand dollars ($5,000).  The Series 2007 Bonds will be issued 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.  
While the Series 2007 Bonds are held in the book-entry system of DTC, all payments of principal and interest 
on the Series 2007 Bonds will be made to Cede & Co., as registered owner of the Series 2007 Bonds.  See 
APPENDIX H—“BOOK-ENTRY ONLY SYSTEM.” 

Interest

Series 2007A Bonds.  Interest on the Series 2007A Bonds is payable on December 1, 2007 and 
semiannually thereafter on June 1 and December 1 in each year, at the rates set forth on the inside cover page.  
Interest on the Series 2007A Bonds will be computed on the basis of a 360-day year of twelve (12) 30-day 
calendar months. 

Series 2007B Bonds.  The Series 2007B Bonds maturing on June 1, 2034 will bear interest at the rate 
of 4.138% from their date of delivery through and including September 3, 2007.  The Series 2007B Bonds 
maturing on June 1, 2039 will bear interest at the rate of 4.158% from their date of delivery through and 
including September 3, 2007.  Thereafter, the Series 2007B Bonds will bear interest for each Series 2007B 
Interest Period at the LIBOR – Based Interest Rate except that the Series 2007B Bonds may not bear interest in 
any Series 2007B Interest Period at more than the Maximum Rate (defined below). 

Interest on the Series 2007B Bonds will be payable on the first Business Day of each March, June, 
September, and December, commencing on September 4, 2007 (each a “Series 2007B Interest Payment 
Date”).  Interest on the Series 2007B Bonds will be computed on the basis of a 365- or 366- day year, as 
applicable, for the actual number of days elapsed. 

“LIBOR-Based Interest Rate” means for each Series 2007B Interest Period (a) 67% of the Three-
Month LIBOR Rate plus (b) the per annum spread of (i) in the case of the Series 2007B Bonds maturing on 
June 1, 2034, 0.55 %; and (ii) in the case of the Series 2007B Bonds maturing on June 1, 2039, 0.57 %. 

“Maximum Rate” means the lesser of (i) the maximum rate of interest allowed under State law or 
(ii) 12% per annum. 

“Series 2007B Interest Period” means each period commencing on and including a Series 2007B 
Interest Payment Date to but not including the next succeeding Series 2007B Interest Payment Date. 

“Three-Month LIBOR Rate” means the rate for deposits in U.S. dollars with a three-month maturity 
that appears on Telerate Page 3750 (or such other page as may replace that page on that service, or such other 
service as may be nominated by the British Bankers’ Association, for the purpose of displaying London 
interbank offered rates for U.S. dollar deposits) as of 11:00 a.m., London time, on the LIBOR Rate 
Determination Date, except that, if such rate does not appear on such page on the LIBOR Rate Determination 
Date, the “Three-Month LIBOR Rate” means a rate determined on the basis of the rates at which deposits in 
U.S. dollars for a three-month maturity and in a principal amount of at least U.S. $1,000,000 are offered at 
approximately 11:00 a.m., London time, on the LIBOR Rate Determination Date, to prime banks in the 
London interbank market by four major banks in the London interbank market (herein referred to as the 
“Reference Banks”) selected by the Trustee.  The Trustee is to request the principal London office of each of 
such Reference Banks to provide a quotation of its rate.  If at least two such quotations are provided, the 
Three-Month LIBOR Rate will be the arithmetic mean of such quotations.  If fewer than two quotations are 
provided, the Three-Month LIBOR Rate will be the arithmetic mean of the rates quoted by major banks in 
New York City, selected by the Trustee, at approximately 11:00 a.m., New York City time, on the LIBOR 
Rate Determination Date for loans in U.S. dollars to leading European banks in a principal amount of at least 
U.S. $1,000,000 having a three-month maturity.  If none of the banks in New York City selected by the 
Trustee are then quoting rates for such loans, then the “Three-Month LIBOR Rate” for the ensuing Series 
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2007B Interest Period will mean the Three-Month LIBOR rate in effect in the immediately preceding Series 
2007B Interest Period. 

“LIBOR Rate Determination Date” means the date that is two London Banking Days preceding the 
first day of each Series 2007B Interest Period. 

Redemption 

Optional Redemption.  The Series 2007 Bonds maturing on or after June 1, 2018, are subject to 
optional redemption by the Authority prior to their respective maturity dates, as a whole or in part on any date 
on or after June 1, 2017, in integral multiples of five thousand dollars ($5,000), upon mailed notice as provided 
in the Indenture, from any lawfully available money of the Authority, at a redemption price equal to the 
principal amount thereof, plus accrued interest thereon to the redemption date, without a redemption premium. 

The Series 2007B Bonds are also subject to optional redemption by the Authority prior to their 
respective maturity dates, as a whole or in part on any date prior to June 1, 2017, from any lawfully available 
money of the Authority, at a redemption price equal to the sum of the principal amount thereof together with 
the Spread Premium (defined below) plus accrued interest thereon to the redemption date. 

“Spread Premium” means, as of any redemption date for the Series 2007B Bonds, the present value of 
the product of (a) the excess, if any, of (i) the per annum spread above the percentage of the Three-Month 
LIBOR Rate at which such Series 2007B Bonds bear interest over (ii) 0.25% per annum, as summarized in the 
following table, and (b) the principal amount of the Series 2007B Bonds to be redeemed, determined as if such 
product were payable quarterly from such redemption date to the maturity of such Series 2007B Bonds, 
determined as if any such 2007B Bonds were redeemed on the first Sinking Fund Payment Date as of which 
50% of the Series 2007B Bonds of the same maturity then Outstanding will have been redeemed (the “Median 
Maturity”) but no such Series 2007B Bonds were otherwise redeemed prior to maturity, discounting to the 
redemption date quarterly at a discount rate equal to (a) 67% of the USD-ISDA-Swap Rate (for the designated 
maturity which is closest to the Median Maturity) appearing on Reuters at 11:00 a.m., New York City time, 
two U.S. Government Securities Business Days prior to the first mailing of notice of such redemption, plus (b) 
0.25% per annum. 

Series 2007B Bonds  
due June 1

Interest Rate  
Spread

Net Spread for Calculating 
Redemption Premium

2034 .55% .30% 
2039 .57% .32% 

The Spread Premium will only be payable upon optional redemption of the Series 2007B Bonds 
prior to June 1, 2017.  No Spread Premium will be payable upon Mandatory Sinking Fund Redemption 
of the Series 2007B Bonds or upon optional redemption of the Series 2007B Bonds on or after June 1, 
2017. 

“USD-ISDA-Swap Rate” for a designated maturity and date means the rate for U.S. dollar swaps of 
such maturity, expressed as a percentage, which appears on the Reuters Money 3000 Service on the page 
designated ISDAFIX1 (or such other page as may replace that page on such service for the purpose of 
displaying comparable rates) at 11:00 a.m., New York City time, on the day which is two U.S. Government 
Securities Business Days prior to such date.  If such rate does not appear on such page on such day, then 
“USD-ISDA-Swap Rate” for such maturity and date means the percentage determined on the basis of mid-
market semiannual swap rate quotations provided by five leading swap dealers in the New York City interbank 
market (as selected by Bear Stearns Financial Products Inc. or its successors and assigns and subject to the 
approval of the Agency, which approval shall not be unreasonably withheld) at approximately such time on 
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such day as the mean of the bid and offered rates for the semiannual fixed leg, calculated on a 30/360 day 
count basis, of a fixed-for-floating U.S. dollar interest rate swap transaction with an effective date of the 
relevant early termination date and a termination date equal to such maturity, in an amount that is 
representative for a single transaction in such market at such time, with an acknowledged dealer of good credit 
in such market, where the floating rate, calculated on the basis of a 360-day year for actual days elapsed, is 
equal to the London Interbank Offered Rate for loans with a three-month duration. 

“U.S. Government Securities Business Day” means any day except for a Saturday, a Sunday, or a day 
on which the Securities Industry and Financial Markets Association recommends that the fixed income 
departments of its members be closed for the entire day for purposes of trading U.S. government securities. 

Mandatory Sinking Fund Redemption.  The Series 2007B Bonds maturing on June 1, 2034 are 
subject to mandatory redemption by the Authority prior to their maturity date in part by lot on June 1 of each 
year on and after June 1, 2023, upon mailed notice as provided in the Indenture, from and in the amount of the 
Sinking Fund Account Payments due and payable on such dates, at a redemption price equal to the sum of the 
principal amount thereof plus accrued interest thereon to the redemption date, without a redemption premium 
as shown below.  

Date  
(June 1)

Sinking Fund
Payments

2023 $1,905,000 
2024 1,985,000 
2025 2,065,000 
2026 2,150,000 
2027 2,245,000 
2028 6,675,000 
2029 16,795,000 
2030 17,500,000 
2031 18,230,000 
2032 18,995,000 
2033 19,795,000 
2034† 20,625,000 

† Maturity 

The Series 2007B Bonds maturing on June 1, 2039 are subject to mandatory redemption by the 
Authority prior to their maturity date in part by lot on June 1 of each year on and after June 1, 2035, upon 
mailed notice as provided in the Indenture, from and in the amount of the Sinking Fund Account Payments due 
and payable on such dates, at a redemption price equal to the sum of the principal amount thereof plus accrued 
interest thereon to the redemption date, without a redemption premium as shown below.  

Date  
(June 1)

Sinking Fund
Payments

2035 $18,375,000 
2036 19,150,000 
2037 19,955,000 
2038 20,800,000 
2039† 21,675,000 

† Maturity 
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Selection of Series 2007 Bonds to Be Redeemed.  If less than all the Outstanding Series 2007 Bonds 
are to be redeemed at the option of the Authority at any one time, the Authority shall select the maturity date or 
dates of the Series 2007 Bonds to be redeemed and the Sinking Fund Payment Dates of any Series 2007 Bonds 
that are Term Bonds (as defined in the Indenture) to be redeemed, and (subject to the foregoing) if less than all 
the Outstanding Series 2007 Bonds maturing by their terms on any one maturity date or less than all the 
Outstanding Series 2007 Bonds that are Term Bonds of any one Sinking Fund Payment Date are to be 
redeemed at any one time, the Trustee shall select by lot the Series 2007 Bonds or the portions thereof of such 
maturity date or Sinking Fund Payment Date to be redeemed in integral multiples of five thousand dollars 
($5,000).  The Authority shall notify the Trustee in writing at least five (5) Business Days prior to the date 
fixed by the Authority for the selection by the Trustee of any Series 2007 Bonds for redemption, and after such 
selection the Trustee shall promptly notify the Authority in writing of the numbers of the Series 2007 Bonds 
selected for redemption in whole or in part. 

Notice.  Notice of redemption shall be mailed by first-class mail by the Trustee, not less than thirty 
(30) nor more than sixty (60) days prior to the redemption date, to (i) DTC, or if DTC is not the sole Holder, to 
the respective Holders of the Series 2007 Bonds designated for redemption at their addresses appearing on the 
registration books of the Trustee, and (ii) to the Information Services.  Each notice of redemption shall state 
the date of such notice, the Series 2007 Bonds to be redeemed, the date of the Series 2007 Bonds, the 
redemption date, the redemption price, the place of redemption (including the name and appropriate address of 
the Corporate Trust Office of the Trustee), the CUSIP number (if any) of the maturity or maturities, and, if less 
than all of any such maturity is to be redeemed, the distinctive numbers of the Series 2007 Bonds of such 
maturity to be redeemed and, in the case of 2007 Bonds to be redeemed in part only, the respective portions of 
the principal amount thereof to be redeemed.  Each such notice shall also state that on the redemption date 
there will become due and payable on each of the Series 2007 Bonds to be redeemed the redemption price 
thereof, and in the case of a Bond to be redeemed in part only, the specified portion of the principal amount 
thereof to be redeemed, together with interest accrued thereon to the redemption date, and that from and after 
such redemption date interest thereon shall cease to accrue, and each such notice shall require that such 2007 
Bonds be then surrendered at the address of the Trustee specified in the redemption notice; provided, that 
neither failure to receive any such notice nor any immaterial defect contained therein shall invalidate any of the 
proceedings taken in connection with such redemption. 

Any notice of redemption may be rescinded by written notice given to the Trustee by the Authority no 
later than ten (10) Business Days prior to the date specified for redemption, and the Trustee shall give notice of 
such rescission as soon thereafter as practicable in the same manner, and to the same persons, as the notice of 
such redemption was given as described above. 

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

SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2007 BONDS 

Pledge Under the Indenture 

The Series 2007 Bonds are special, limited obligations of the Authority payable solely from and 
secured solely by a first pledge of, charge and lien upon the Authority Revenues received under the Indenture, 
consisting principally of (a) all 2007 Installment Payments and other payments paid by the Agency and 
received by the Authority pursuant to the Installment Purchase Contract and (b) all interest or other income 
derived from the investment of any money in any fund or account held under the Indenture (except the Rebate 
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Fund) (collectively, the “Authority Revenues”), all under the terms and conditions set forth in the Indenture.  
The 2007 Installment Payments payable pursuant to the Installment Purchase Contract will be used to satisfy 
debt service on the Series 2007 Bonds.  As and to the extent set forth in the Indenture, all Authority Revenues 
received by the Authority are assigned to the Trustee by the Authority for the benefit of the registered owners 
of the Series 2007 Bonds, and are irrevocably pledged to the payment of the interest on and principal of the 
Series 2007 Bonds as provided in the Indenture, and the Authority Revenues shall not be used for any other 
purpose while any of the Series 2007 Bonds remain Outstanding; provided, that the Authority Revenues may 
be applied for such purposes as are permitted under the Indenture. 

Pursuant to the Indenture, the Authority may issue additional bonds (“Additional Bonds”) from time 
to time upon satisfaction of certain specified requirements, including that the Agency execute a Supplemental 
Contract to the Installment Purchase Contract which shall provide for Installment Payments thereunder 
sufficient to amortize such additional bonds in accordance with the Indenture authorizing the issuance of such 
additional bonds.  In addition the Authority may issue additional bonds for the benefit of the Agency under 
separate indentures.  See APPENDIX D—“SUMMARY OF PRINCIPAL LEGAL DOCUMENTS—
INDENTURE—Conditions for the Issuance of a Series of Bonds” and “— MASTER INSTALLMENT 
PURCHASE CONTRACT—Conditions for the Execution of Parity Obligations” herein. 

THE SERIES 2007 BONDS ARE SPECIAL, LIMITED OBLIGATIONS OF THE AUTHORITY 
AND ARE NOT SECURED BY A LEGAL OR EQUITABLE PLEDGE OF, OR CHARGE OR LIEN UPON, 
ANY PROPERTY OF THE AUTHORITY OR ANY OF ITS INCOME OR RECEIPTS, EXCEPT THE 
AUTHORITY REVENUES (AS DEFINED HEREIN).  NEITHER THE FULL FAITH AND CREDIT OF 
THE AUTHORITY OR ITS MEMBERS (INCLUDING THE AGENCY) IS PLEDGED FOR THE 
PAYMENT OF THE INTEREST ON OR PRINCIPAL OF OR REDEMPTION PREMIUMS, IF ANY, ON 
THE SERIES 2007 BONDS AND NO TAX OR OTHER SOURCE OF FUNDS OTHER THAN THE 
AUTHORITY REVENUES (AS DEFINED HEREIN) IS PLEDGED TO PAY THE INTEREST ON OR 
PRINCIPAL OF OR REDEMPTION PREMIUMS, IF ANY, ON THE SERIES 2007 BONDS.  NEITHER 
THE PAYMENT OF THE INTEREST ON OR PRINCIPAL OF OR REDEMPTION PREMIUMS, IF ANY, 
ON THE SERIES 2007 BONDS CONSTITUTES A DEBT, LIABILITY OR OBLIGATION OF THE 
AUTHORITY OR ANY MEMBER OF THE AUTHORITY (INCLUDING THE AGENCY) FOR WHICH 
ANY SUCH ENTITY IS OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR 
WHICH ANY SUCH ENTITY HAS LEVIED OR PLEDGED ANY FORM OF TAXATION.  THE 
AUTHORITY HAS NO TAXING POWER. 

The Installment Purchase Contract 

Payments.  The Agency has agreed in the Installment Purchase Contract to make the 2007 Installment 
Payments, but solely from Net Revenues as described below.  The obligation of the Agency to make the 2007 
Installment Payments is absolute and unconditional and until such time as the 2007 Installment Payments have 
been paid in full (or provision for the payment thereof shall have been made pursuant to the Installment 
Purchase Contract), the Agency will not discontinue or suspend any 2007 Installment Payments required to be 
paid by it under the Installment Purchase Contract whether or not the Water System or any part thereof is 
operating or operable, or its use is suspended, interfered with, reduced or curtailed or terminated in whole or in 
part, and such payments will not be subject to reduction whether by offset or otherwise and will not be 
conditioned upon the performance or nonperformance by any party of any agreement for any cause 
whatsoever.

Pledge of Net Revenues.  Pursuant to the Installment Purchase Contract, the Agency irrevocably 
grants and pledges the Net Revenues first, to secure all Parity Obligations and second, to secure all 
Subordinate Obligations, and such lien and pledge constitutes a first lien on Net Revenues, which grant and 
pledge shall become effective upon the execution of the Installment Purchase Contract without any further 
action on the part of the Agency or the Authority; provided, that out of Net Revenues there may be apportioned 
such sums for such purposes expressly permitted under the Installment Purchase Contract.  All Parity 



13

Obligations shall be of equal rank without preference, priority or distinction of any Parity Obligations over any 
other Parity Obligations, and all Subordinate Obligations shall be of equal rank without preference, priority or 
distinction of any Subordinate Obligations over any other Subordinate Obligations.   “Net Revenues” means 
for any Fiscal Year or twelve (12) calendar month period, as the case may be, the Revenues during such Fiscal 
Year or twelve (12) calendar month period less the Maintenance and Operation Costs during such Fiscal Year 
or twelve (12) calendar month period.  Net Revenues do not include any fees or charges imposed by the 
Agency for services provided outside of Zone 40 and Zone 41.

Application of Revenues.  Pursuant to the Installment Purchase Contract, the Agency agrees and 
covenants that all Revenues received by it shall be deposited when and as received in the Water Fund, and all 
money on deposit in the Water Fund shall be applied and used only in the following order as provided in the 
Installment Purchase Contract: 

(A) The Agency shall pay all Maintenance and Operation Costs (including amounts reasonably 
required to be set aside in contingency reserves for Maintenance and Operation Costs the payment of which is 
not then immediately required) from the Water Fund as they become due and payable and shall make such 
deposits in the Rate Stabilization Fund as it may determine from time to time in accordance with the 
Installment Purchase Contract; and 

(B) On or before the last Business Day of each month, the Director of Finance shall, from the 
remaining money then on deposit in the Water Fund, deposit in the “Sacramento County Water Agency 
Zones 40 and 41 Water System Projects Parity Obligation Payment Fund” (which fund was created pursuant to 
the Master Installment Purchase Contract and which fund the Director of Finance agrees to hold and maintain 
so long as any Parity Payments due under the Installment Purchase Contract shall be Outstanding), the 
following amounts in the following order of priority: 

(1) a sum equal to (a) the interest and principal payments becoming due and payable 
under all Supplemental Contracts that are Parity Obligations, plus (b) the net payments becoming due and 
payable on all Parity Payment Agreements (except any Termination Payments), plus (c) any other amounts 
with respect to Parity Obligations (including any letter of credit and remarketing fees), in each case, during the 
next succeeding month; plus 

(2) all amounts due to make up any deficiency in the Reserve Funds and Reserve 
Accounts for the Parity Obligations in accordance with the provisions of the applicable Issuing Document (as 
that term is defined in the Master Installment Purchase Contract), including all Reserve Fund Credit Facility 
Costs.

All money on deposit in the Parity Obligation Payment Fund shall be transferred by the Director of 
Finance to the Trustee or other third party payee thereof to make and satisfy the Parity Payments due on the 
next applicable Payment Dates. 

After the above payments have been made, any amounts thereafter remaining in the Water Fund shall 
from time to time be used for the payment of the interest and the principal payments becoming due and 
payable under all Supplemental Contracts that are Subordinate Obligations and the net payments becoming due 
and payable on all Subordinate Payment Agreements (except any Termination Payments) and any other 
amounts becoming due and payable with respect to Subordinate Obligations (including any letter of credit and 
remarketing fees and any other amounts becoming due and payable to make up any deficiency in the Reserve 
Funds and the Reserve Accounts for Subordinate Obligations, including all Reserve Fund Credit Facility 
Costs) and any Termination Payments on all Parity Payment Agreements; so long as the following conditions 
are met: 

(1) all Maintenance and Operations Costs are being and have been paid and are then 
current; and 
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(2) all deposits and payments contemplated by subparagraphs (A) and (B) above shall 
have been made in full and no deficiency in any Reserve Fund or Reserve Account for Parity Obligations shall 
exist and no Reserve Fund Credit Facility Costs shall be due and payable, and there shall have been paid, or 
segregated within the Water Fund, the amounts currently payable pursuant to subparagraphs (A) and (B) 
above.

After all the deposits required by the above provisions in this section have been made, any amounts 
thereafter remaining in the Water Fund may be used for any lawful purpose of the Agency, including, but not 
limited to the payment of any Termination Payments. 

Rate Covenant; Collection of Rates and Charges.  Pursuant to the Installment Purchase Contract, the 
Agency has covenanted that it will at all times fix, prescribe and collect rates, fees and charges for the Water 
Service during each Fiscal Year which are reasonably fair and nondiscriminatory and which are estimated to 
yield Adjusted Annual Net Revenues for such Fiscal Year equal to at least the Coverage Requirement for such 
Fiscal Year. The Agency seeks to amend and clarify the provisions of the Installment Purchase Contract 
relating to the Coverage Requirement. The definition of the Coverage Requirement, in its amended form, is 
described below. Purchasers of the Series 2007 Bonds will, by their purchase and acceptance of the Series 
2007 Bonds, be deemed to have consented to this amendment without further act. The amendment will take 
effect immediately upon the issuance of the Series 2007 Bonds. “Coverage Requirement” means, for each 
Fiscal Year or twelve (12) calendar month period, as the case may be, the requirement that the charges, fees 
and rates for the Water Service be set at levels such that the estimated amount of the Adjusted Annual Net 
Revenues for such Fiscal Year or twelve (12) calendar month period is equal in each case to at least (i) 
one hundred twenty-five per cent (125%) of the Adjusted Annual Debt Service for such Fiscal Year or twelve 
(12) calendar month period and (ii) one hundred per cent (100%) of all obligations of the Agency payable in 
such Fiscal Year or twelve (12) calendar month period. The Agency may make adjustments from time to time 
in such rates, fees and charges and may make such classification thereof as it deems necessary, but shall not 
reduce the rates, fees and charges then in effect unless the Adjusted Annual Net Revenues from such reduced 
rates, fees and charges are estimated to be sufficient to meet the requirements of the Rate Covenant.  See 
APPENDIX D—“SUMMARY OF PRINCIPAL LEGAL DOCUMENTS—MASTER INSTALLMENT 
PURCHASE CONTRACT—Amount of Rates, Fees and Charges.” 

Payments Schedule.  Pursuant to the Indenture and the Installment Purchase Contract, the 2007 
Installment Payments will be deposited in the Revenue Fund and applied in accordance with the provisions 
thereof.  A table of the Agency’s 2007 Installment Payments with respect to the Series 2007 Bonds and the 
2003 Installment Payments with respect to the Series 2003 Bonds is set forth below: 
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Payment Schedule 
Series 2007 BondsFiscal Year Ending 

June 30 Principal Interest(1)
Debt Service for 

Series 2003 Bonds Total Payments

2007   $1,066,275 $1,066,275 
2008  $19,693,323 1,188,650 20,881,973 
2009  18,559,153 1,189,525 19,748,678 
2010 $5,960,000 18,559,153 1,184,825 25,703,978 
2011 6,230,000 18,290,953 1,189,225 25,710,178 
2012 6,505,000 18,018,703 1,186,825 25,710,528 
2013 6,765,000 17,758,503 1,185,075 25,708,578 
2014 8,240,000 17,466,553  25,706,553 
2015 8,650,000 17,062,053  25,712,053 
2016 9,070,000 16,642,553  25,712,553 
2017 9,505,000 16,200,653  25,705,653 
2018 9,955,000 15,756,653  25,711,653 
2019 10,435,000 15,278,903  25,713,903 
2020 10,940,000 14,769,253  25,709,253 
2021 11,475,000 14,238,853  25,713,853 
2022 12,040,000 13,665,103  25,705,103 
2023 12,645,000 13,063,103  25,708,103 
2024 13,265,000 12,446,226  25,711,226 
2025 13,910,000 11,798,995  25,708,995 
2026 14,585,000 11,120,160  25,705,160 
2027 15,300,000 10,408,260  25,708,260 
2028 16,050,000 9,661,378  25,711,378 
2029 16,795,000 8,912,745  25,707,745 
2030 17,500,000 8,208,530  25,708,530 
2031 18,230,000 7,474,755  25,704,755 
2032 18,995,000 6,710,372  25,705,372 
2033 19,795,000 5,913,911  25,708,911 
2034 20,625,000 5,083,907  25,708,907 
2035 18,375,000 4,219,101  22,594,101 
2036 19,150,000 3,443,492  22,593,492 
2037 19,955,000 2,635,170  22,590,170 
2038 20,800,000 1,792,870  22,592,870 
2039 21,675,000 914,902  22,589,902 

Totals(2) $413,420,000 $375,768,242 $8,190,400 $797,378,642
(1) Includes interest on the Series 2007B Bonds maturing on June 1, 2034 at a fixed rate of 4.193% and 
the Series 2007B Bonds maturing on June 1, 2039 at a fixed rate of 4.221% as provided under the Series 
2007B Swaps. 
(2) Totals may not add due to rounding. 

Rate Stabilization Fund.  A Rate Stabilization Fund has been established pursuant to the Installment 
Purchase Contract which fund the Director of Finance agrees to hold and maintain as directed by the Agency 
so long as any Payments due under the Installment Purchase Contract shall be Outstanding.  The Agency may 
at any time deposit in the Rate Stabilization Fund any Net Revenues available to be deposited therein (as 
provided in the Installment Purchase Contract), and the Agency may at any time withdraw from the Rate 
Stabilization Fund any money therein for deposit in the Water Fund; provided, that the Agency shall withdraw 
from the Rate Stabilization Fund any money therein for deposit in the Water Fund in the event there are 
insufficient amounts in the Water Fund to make the deposits and transfers required by the Installment Purchase 
Contract; and provided further, that any such deposits or withdrawals may be made up to and including the 
date that is one hundred eighty (180) days after the end of the Fiscal Year or twelve (12) calendar month 
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period, as the case may be, for which such deposit or withdrawal will be taken into account in determining the 
Adjusted Annual Revenues; and provided further, that no deposit of Net Revenues shall be made in the Rate 
Stabilization Fund to the extent that such deposit would prevent the Agency from meeting the Coverage 
Requirement in any Fiscal Year or twelve (12) calendar month period, as the case may be.  As of April 1, 
2007, the Rate Stabilization Fund contained a balance of $10,000,000. 

Consent to Installment Purchase Contract Amendments.  The Agency seeks to amend and clarify the 
provisions of the Installment Purchase Contract relating to the conditions to issuance of additional Parity 
Obligations.  The provisions of the Installment Purchase Contract, in their amended form, are described below 
under the subheading “Additional Parity Obligations.”  Purchasers of the Series 2007 Bonds will, by their 
purchase and acceptance of the Series 2007 Bonds, be deemed to have consented to these amendments without 
further act.  These amendments will take effect immediately after the issuance of the Series 2007 Bonds. 

Additional Parity Obligations.  Pursuant to the Installment Purchase Contract, the Agency may at any 
time execute any additional Parity Obligations payable as provided in the Installment Purchase Contract; 
provided: 

(a) There shall be on file with the Agency either: 

(1) A Certificate of the Agency demonstrating that, during the last audited Fiscal Year or 
twelve (12) consecutive calendar month period during the immediately preceding eighteen (18) consecutive 
calendar month period, the Adjusted Annual Net Revenues were at least equal to the Coverage Requirement 
(with the term Adjusted Annual Debt Service in the definition of Coverage Requirement meaning the greater 
of (x) the sum of the Adjusted Annual Debt Service on all Outstanding Supplemental Contracts that are Parity 
Obligations plus the Parity Payments becoming due in the first full Fiscal Year after the end of the period 
during which interest on the Parity Obligation proposed to be executed is capitalized or, if no interest is 
capitalized, the first full Fiscal Year in which the Parity Obligation proposed to be executed is executed or 
(y) the average Adjusted Annual Debt Service as computed for all Outstanding Supplemental Contracts that 
are Parity Obligations, including the Parity Obligation proposed to be executed); and for the purpose of 
providing this Certificate, the Agency may adjust such Adjusted Annual Net Revenues to reflect: 

(i) An allowance for Net Revenues that would have been derived from each 
new connection to the Water System that was made prior to the execution of any Outstanding Supplemental 
Contract but which, during all or any part of such Fiscal Year or twelve (12) calendar month period, was not in 
existence, in an amount equal to ninety-five per cent (95%) of the estimated additional Net Revenues that 
would have been derived from each such connection if it had been made prior to the beginning of such Fiscal 
Year or twelve (12) calendar month period, and 

(ii) An allowance for Net Revenues that would have been derived from any 
increase in the rates, fees and charges fixed and prescribed for Water Service which became effective prior to 
the execution of such Outstanding Supplemental Contract but which, during all or any part of such Fiscal Year 
or twelve (12) calendar month period, was not in effect, in an amount equal to ninety-five per cent (95%) of 
the estimated additional Net Revenues that would have been derived from such increase in rates, fees and 
charges if it had been in effect prior to the beginning of such Fiscal Year or twelve (12) calendar month period; 
or

(2) An Engineer’s Report or a Certificate of the Agency evidencing that the estimated 
Adjusted Annual Net Revenues for each of the five (5) Fiscal Years next following the earlier of (i) the end of 
the period during which interest on the Parity Obligation proposed to be executed is to be capitalized or, if no 
interest is capitalized, the Fiscal Year in which the Parity Obligation proposed to be executed is executed, or 
(ii) the date on which substantially all Projects financed with the Parity Obligation proposed to be executed 
plus all Projects financed with all existing Supplemental Contracts are expected to commence operations, will 
be at least equal to the Coverage Requirement for such period; and for the purpose of providing the foregoing 
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Engineer’s Report or Certificate of the Agency, the Independent Engineer or the Agency, as the case may be, 
may adjust the foregoing estimated Adjusted Annual Net Revenues to reflect: 

(i) An allowance for Net Revenues that are estimated to be derived from any 
increase in the rates, fees and charges for Water Service in effect and being charged or from any increase in the 
rates, fees and charges for Water Service that are expected to be charged; and 

(ii) An allowance for Net Revenues that are estimated to be derived from new 
customers of the Water System anticipated to be served by the additions, betterments or improvements to the 
Water System to be financed by the Parity Obligation proposed to be executed together with any additional 
Supplemental Contracts expected to be executed and entered into during such five (5)-year period; and 

(b) There shall be on file with the Agency a Certificate of the Agency that the Project to be 
acquired and constructed with the proceeds of such Parity Obligation is technically feasible and the estimated 
cost of the acquisition and construction thereof is reasonable, and (after giving effect to the completion of all 
uncompleted Projects) the rates, fees and charges estimated to be fixed and prescribed for the Water Service 
for each Fiscal Year from the Fiscal Year in which such Parity Obligation is executed to and including the first 
complete Fiscal Year after the latest Date of Operation of any uncompleted Project are economically feasible 
and reasonably considered necessary based on projected operations for such period. 

Notwithstanding the foregoing provisions, there shall be no limitations on the ability of the Agency to 
execute any Parity Obligation at any time to refund any outstanding Parity Obligation. 

Existing Parity Obligations.  The Agency previously entered into the First Supplemental Contract in 
connection with the issuance of the Series 2003 Bonds in the original aggregate principal amount of 
$50,795,000 of which $48,960,000 is currently outstanding (prior to the refunding of a portion of the Series 
2003 Bonds).  The obligation of the Agency to make payments under the First Supplemental Contract 
constitutes a Parity Obligation pursuant to the Installment Purchase Contract. 

In addition, concurrently with the sale of the Series 2007 Bonds, the Agency entered into the Series 
2007B Swaps.  Regular payments (but not termination payments) under the Series 2007B Swaps are payable 
on a parity with the Parity Obligations.  See “AGENCY OPERATIONS – Interest Rate Swaps” herein. 

Execution of Subordinate Obligations.  The Agency may also incur additional Obligations the 
payment of which constitutes a pledge of and lien on the Net Revenues subordinate in priority to the pledge of 
and lien on the Net Revenues for the payment of Parity Obligations (the “Subordinate Obligations”), subject to 
the terms and conditions of the Installment Purchase Contract. 

Nothing contained in the Installment Purchase Contract shall limit the ability of the Agency to execute 
obligations payable from a lien on Net Revenues that is subordinate to the lien of Net Revenues contained in 
the Installment Purchase Contract. 

Existing Subordinate Obligations.  Termination payments under the Series 2007B Swaps will 
constitute Subordinate Obligations pursuant to the Installment Purchase Contract.  The Agency has not 
incurred any other Subordinate Obligations. 

Bond Insurance 

Payment of principal and interest when due with respect to the Series 2007 Bonds will be insured by 
an insurance policy to be issued concurrently 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 and APPENDIX G—“FORM OF MUNICIPAL BOND NEW ISSUE 
INSURANCE POLICY.” 
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Reserve Account 

A Reserve Account was established under the Indenture in connection with the Series 2003 Bonds to 
benefit all of the Bonds issued under the Indenture. In accordance with the Indenture, the Trustee is required to 
increase the amount on deposit in the Reserve Account to the Reserve Requirement. In order to meet such 
requirement, concurrently with the issuance of the Series 2007 Bonds, $22,595,237.40 will be deposited in the 
Reserve Account. (After such deposit, the total amount on deposit in the Reserve Account will be 
$25,713,903.00.) “Reserve Requirement” means as of any date of determination, the least of (a) ten percent 
(10%) of the original principal amount of the Bonds, or (b) the maximum annual interest and principal 
payments on the Bonds payable in the current or in any future one-year period ending on June 1 under the 
Indenture, or (c) one hundred twenty-five percent (125%) of the average annual interest and principal 
payments on the Bonds payable in the current and in all future one-year periods ending on June 1 under the 
Indenture, all as computed by the Authority under the Code and specified in writing to the Trustee; provided, 
that such requirement (or any portion thereof) may be provided by a Credit Facility; and provided further, that 
for purposes of calculating the Reserve Requirement for Bonds bearing interest at variable rates, such Bonds 
shall be assumed to bear interest at the fixed rates specified in one or more Payment Agreements if a Payment 
Agreement is entered into in connection with such Bonds, and if a Payment Agreement is not entered into in 
connection with such Bonds, such Bonds shall be assumed to bear interest at the rate or rates at which such 
Bonds would bear interest if such Bonds were then issued as Bonds bearing interest at a fixed rate based upon 
a Certificate of the Authority which may be based upon a certificate of an investment banking firm. The 
assumed rate used for the Series 2007B Bonds in calculating the Reserve Requirement as of the date of 
issuance of the Series 2007B Bonds was based on the interest rates used to calculate payments by the Agency 
pursuant to the Series 2007B Swaps. 

Amounts in the Reserve Account are to be used solely for the purpose of paying the interest on and 
principal of the Bonds in the event that amounts on deposit in the Interest Account and the Redemption 
Account under the Indenture are at any time insufficient for such purpose, or for the retirement of all Bonds 
then outstanding. 

Pursuant to the Indenture, on the last Business Day preceding each Interest Payment Date, the Trustee 
shall set aside from the remaining money in the Revenue Fund and deposit in the Reserve Account an amount 
of money equal to the amount, if any, necessary to restore the amount on deposit in the Reserve Account to the 
Reserve Requirement; provided, that no deposit need be made in the Reserve Account if the amount contained 
therein is at least equal to the Reserve Requirement; and provided further, that if at any time the amount on 
deposit in the Reserve Account is in excess of the Reserve Requirement, such excess shall be withdrawn from 
Reserve Account and deposited in the Revenue Fund. 

Notwithstanding anything in the Indenture to the contrary, at the option of the Authority, amounts 
required to be held in the Reserve Account may be withdrawn, in whole or in part, upon the deposit of a Credit 
Facility with the Trustee, in a stated amount equal to the amounts so withdrawn; provided, that at the time of 
such deposit the unsecured obligations of the provider of the Credit Facility are rated not lower than Aa/AA by 
Moody’s and S&P and that prior to the deposit of such Credit Facility, each of the Rating Agencies shall be 
notified of such proposed withdrawal and the deposit of such Credit Facility shall not result in a withdrawal or 
downgrading of any rating on the Series 2007 Bonds then in effect by each of the Rating Agencies.  Any such 
money withdrawn from the Reserve Account shall be transferred, at the option of the Authority, to any Project 
Account, to the Redemption Account, to a special account to be established for the payment of any fees in 
connection with obtaining such Credit Facility or to the Sacramento County Water Agency Zones 40 and 41 
Water System Projects Water Fund (established under the Installment Purchase Contract). 
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BOND INSURANCE 

The Insurer has supplied the following information for inclusion in this Official Statement.  No 
representation is made by the Authority, the Agency 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 Authority.  
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 is due or 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 Series 2007 Bonds or the Trustee of the nonpayment of such amount by 
the Authority.  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 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 shall be vested in Financial Guaranty.  
The term “nonpayment” in respect of a Series 2007 Bond includes any payment of principal or interest 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 interest in the originally scheduled amounts on the originally 
scheduled payment dates.  Upon such payment, Financial Guaranty will become the owner of the Series 2007 
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 Authority, as defined in the Policy.  
Specifically, the Policy does not cover: (i) 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 (iii) nonpayment of principal or interest caused by 
the insolvency or negligence or any other act or omission of the Trustee. 

As a condition of its commitment to insure the Series 2007 Bonds, Financial Guaranty has been 
granted certain rights under the Installment Purchase Contract and Indenture. See APPENDIX D – 
“SUMMARY OF PRINCIPAL LEGAL DOCUMENTS” herein. 

The Policy is 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). 
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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 District 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.L.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 
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 consolidated 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. 
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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 is (212) 312-
3000. 

Recent Developments 

On November 15, 2006, Financial Guaranty received a subpoena from the Antitrust Division of the 
U.S. Department of Justice.  Based upon press reports, Financial Guaranty believes that the subpoena relates to 
an ongoing criminal investigation of alleged bid rigging of awards of municipal guaranteed investment 
contracts (“Municipal GICs”) and that several other companies (including other financial guarantors) have 
received similar subpoenas.  Until December 18, 2003, when Financial Guaranty was acquired from General 
Electric Capital Corporation (“GE Capital”) by its current owners, Financial Guaranty was affiliated with 
certain companies (the “Former Affiliates”) that provided Municipal GICs.  The Former Affiliates remained a 
part of GE Capital after the acquisition of Financial Guaranty, and the outstanding Municipal GICs remained 
with the Former Affiliates.  The subpoena contains no allegations or statements concerning the activities of 
Financial Guaranty.  Financial Guaranty intends to cooperate fully with the investigation. 

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 affiliates 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. 

FEASIBILITY CONSULTANT’S REPORT 

The Feasibility Consultant has been retained on a non-contingent basis to prepare a Feasibility 
Consultant’s Report for inclusion in this Official Statement as Appendix A.  The Feasibility Consultant’s 
Report contains a review and analysis of technical, economic and environmental aspects of the Agency, and 
other related matters.  Certain information concerning the Agency in this Official Statement has been 
excerpted from the Feasibility Consultant’s Report.  The estimates, opinions and conclusions expressed in the 
Feasibility Consultant’s Report (certain of which are set forth below) are based upon certain assumptions, 
calculations and qualifications set forth therein, and the Feasibility Consultant’s Report should be read in its 
entirety.  While the Feasibility Consultant believes these assumptions to be reasonable for purposes of the 
Feasibility Consultant’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 Feasibility Consultant’s Report, the actual results will vary from those contained in the Feasibility 
Consultant’s Report.  See Appendix A to this Official Statement.  As described in Appendix A, the Feasibility 
Consultant has provided a variety of engineering and consulting services to the Agency.  In addition, the 
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Feasibility Consultant has been retained by the Agency to provide design services with respect to the Vineyard 
Surface Water Treatment Plant, which constitutes a significant portion of the 2007 Project.  As part of those 
services to the Agency, the Feasibility Consultant was primarily responsible for preparing the Agency’s cost 
estimates. 

Following are the conclusions and findings of the Feasibility Consultant.  In the Feasibility Report, the 
Feasibility Consultant is referred to as “MWH”, the Agency is referred to as “SCWA,” and the Series 2007 
Bonds are referred to as the “2007 Bonds.” 

“Based on the data collected, analyses performed, evaluations made and projections developed, we 
conclude the following. 

1. Growth.  MWH found that customer accounts within the SCWA service area have grown in 
recent years and are expected by regional and local planning professionals to continue to grow for the next 
twenty-five years, as indicated in this Feasibility Report.  Growth in 2005-06, with approximately 4,000 new 
accounts, was less than in the previous four years.  Growth in 2006-07 is expected to be about the same as was 
the case in 2005-06.  Growth in terms of building permits in 2006-07 lags growth of new accounts, implying 
that some home buyers are purchasing from an inventory of homes that existed prior to this fiscal year.  
Building permits relate to Water Development Fee revenue and accounts relate to monthly service charge 
revenue.  MWH expects growth of both permits and accounts to improve in the next few years after these two 
years of slower growth.  Based on our analysis of population, employment, housing and water connection data, 
and taking into consideration a possible effect on growth by the Sunrise Douglas case, we project that 
approximately 1,000 new accounts will connect to SCWA in 2006-07, reflecting reduced income from lagging 
permit issuance, and then increasing growth in subsequent years, although we do not see growth in new 
accounts reaching the 3,000 new accounts per year level until 2011-12.  Our opinion is that this is a 
conservative growth projection and is a reasonable projection of growth for financial planning purposes. 

2. Water Resources.  MWH found SCWA has engaged in a considerable amount of planning 
and institutional development in favor of producing additional surface water supply from the Sacramento 
River.  SCWA and EBMUD formed FRWA which is actively planning and implementing the Freeport 
Regional Water Project.  We concluded that SCWA, using its water resources conjunctively, has sufficient 
water rights and contingency plans to adequately service its customers throughout a 25 year planning horizon 
concluding in the year 2030.  Our opinion is that SCWA has acted prudently about securing water resources 
from several sources, with additional options available, so as to safely provide sufficient water supply to its 
customers.  Further, it is our opinion that the Freeport Regional Water Project will be instrumental in 
supplying a safe, reliable and relatively economical new source of water to meet expanding demand. 

3. Water Facilities Planning.  MWH examined planning documents and interviewed engineers 
and managers of SCWA and we found that SCWA has successfully planned and constructed facilities to meet 
customer demand and regulatory requirements over the previous 20 years.  In addition, SCWA is actively 
engaged in a continuous process of near-term and long-term strategic planning to provide water facilities to 
meet projected needs.  We found SCWA intends to invest nearly $1.0 billion in water facilities over the course 
of the next 25 years.  We found that SCWA has taken into account reasonably anticipated regulatory 
requirements and operational efficiencies for economical implementation.  Our opinion is that the planned 
projects to be implemented through 2011-12 are necessary and beneficial and will incorporate appropriate 
technologies.  We found the construction bidding in California has been volatile and that it is prudent for 
financial planning purposes to contemplate higher costs.  Although SCWA and FRWA cost estimates include 
contingencies; we have recommended that SCWA plan for construction costs greater than indicated by FRWA 
documents.  SCWA has included the additional contingency allowance in its financial planning and it is 
included in the capital requirements to be funded by the 2007 Bonds.  In our opinion the cost and schedule 
estimates are reasonable. 
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Regarding Freeport Regional Water Project planning, design and construction management, MWH is 
familiar with FRWA procedures and MWH is confident that FRWA has the resources available from its own 
staff, from SCWA, from EBMUD and its various consultants to manage the Freeport Regional Water Project 
through construction and then to operate it efficiently and economically. 

4. Environmental Compliance for Construction.  MWH found that all of the projects to be 
funded by proceeds from the sale of the 2007 Bonds have completed required environmental review 
procedures and in our opinion comply with the requirements of the California Environmental Quality Act and 
the National Environmental Policy Act, as relevant.  Environmental document sources are identified in this 
Feasibility Report. 

5. Water System Operations.  MWH found that SCWA management personnel are highly 
qualified by experience, education and certification and manage an efficient enterprise that meets SCWA 
objectives.  We found SCWA operations and maintenance personnel use appropriate technologies and methods 
to operate and maintain the water operation.  In our opinion the water system and its operations comply with 
all water quality and safety regulations and meet regulatory permit requirements.  Since the issuance of the 
2003 Bonds, SCWA operations personnel have increased by more than 100.  Most of this growth arose from a 
transfer of personnel from another County department, which were previously available to SCWA on a 
contract basis.  SCWA has advised us that operations are less costly and more efficient with those personnel 
now part of SCWA and we found no indication to the contrary.  We found that SCWA’s historical and 
projected costs of O&M are reasonable and in line with costs of other utilities on the West Coast.  MWH did 
not perform separate human resources or process efficiency studies for the purposes of this Feasibility Report, 
but our firm has familiarity with these dimensions of SCWA’s business.  We find that the system is well 
maintained to industry standards and that the operation and maintenance personnel use appropriate procedures.  
Our opinion is that SCWA operations are appropriately managed and that its costs of O&M are reasonable. 

6. Capital Financing.  MWH found that historically SCWA relied on annual revenues from 
water service charges, Water Development Fees and miscellaneous sources, reserved funds, and asset 
contributions from land developers to fully fund capital projects on a pay-as-you-go basis.  SCWA sold bonds 
in 2003 and has met covenant requirements every year since that time.  MWH worked with SCWA to develop 
a funding plan for the near-term six-year period through FY 2011-12 that includes a combination of internally 
generated funds, grants and revenue bond sales and other sources of funds to meet the identified uses of funds.  
We are of the opinion that the funding plan is appropriate. 

7. Rates, Fees and Revenues.  MWH found that SCWA rate payers are charged at levels that are 
reflective of SCWA costs of service and are competitive with rates charged by other water utilities in the area.  
We projected revenues using annual rate and fee increases which we assisted SCWA to develop.  Rate and fee 
increases have been adopted by SCWA’s Board in the past and SCWA managers indicate that the proposed 
schedules of rate and fee increases are implementable and will be considered pursuant to and comply with 
Prop. 218 and Government Code §66000 procedures, but that adoption of future annual rate and fee increases 
will require future Board approvals.  MWH’s opinion is that our projection of net revenues is reasonable and 
appropriate, and we have reasonable expectation that future rate and fee adjustments will be adopted and 
implemented. 

8. Projected Results of Operations.  MWH projected revenues, expenses, debt service and 
reserve balances.  We found that the rate covenant requiring sufficient net revenues to meet coverage of 1.25 
times debt service will be met in every year under three customer account growth scenarios:  Lower, Moderate 
and Higher (the Lower scenario requiring additional increase as discussed earlier).  We found that fund 
balances will remain relatively stable through FY 2011-12 under the expected Moderate growth scenario.  We 
are of the opinion that the projected results are reasonable and appropriate, given the assumptions that are set 
forth in the Feasibility Report and that such assumptions are reasonable and appropriate 
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9. Financial Feasibility.  MWH concludes and opines that the 2007 Bonds are financially 
feasible, based on our professional knowledge of the water industry and on the information presented in this 
Feasibility Report.” 

THE AGENCY 

Background

The Agency was formed as a body politic and corporate in 1952 pursuant to the Agency Act.  The 
Agency Act was amended in 1985 and 1999, granting additional power and authority to the Agency.  The 
Sacramento County Board of Supervisors acts, ex officio, as the Agency’s Board of Directors.  Pursuant to the 
Agency Act, the Agency is authorized to, among other things, make water available for any beneficial use of 
lands and inhabitants; to produce, store, transmit, and distribute groundwater; and to construct, purchase, lease 
or otherwise acquire surface waters and water rights necessary to make use of water for any purposes 
authorized by the Act.  The Agency Act also authorizes the Agency to construct and operate facilities and to 
set and charge rates and fees for services, facilities or water furnished.  In addition, the Agency Act authorizes 
the creation of zones for the purpose of implementing projects for the beneficial use of such zones.  Pursuant to 
the Agency Act, the Agency has created several other zones which are financially independent from Zones 40 
and 41. 

Zone 40 and Zone 41  

Zone 40 was established by the Agency in May 1985 for the purpose of constructing facilities for the 
production, conservation, transmission, distribution and sale of surface water and ground water.  Zone 41 was 
created in June 2000.  Zone 41 assumed the responsibilities of the Sacramento County Water Maintenance 
District (which was dissolved upon the creation of Zone 41).  The Agency provides retail and wholesale water 
services in Zone 41.  See APPENDIX A—“FEASIBILITY CONSULTANT’S REPORT” for a description of 
the responsibilities and operations of the Agency within Zone 40 and Zone 41, as well as a map showing their 
geographic boundaries. 

The Agency provides capital facilities for customers in the Zone 40 service area.  The Agency does 
not own or operate facilities as part of its Zone 40 responsibilities.  As part of its responsibilities and 
operations with respect to Zone 41, the Agency provides retail water service to the majority of customers 
within the Zone 40 service area.  The remaining customers in Zone 40, which do not receive retail service from 
the Agency, receive retail service from either the Florin Resources Conservation District/Elk Grove Water 
Service (“Florin Resources/EGWS”), or California American Water Company (“Cal-American”). 

The Agency operates and maintains facilities and distributes water to customers in the Zone 41 service 
area (which as described above includes customers in the Zone 40 service area not served by other water 
purveyors).  At present more than 90 percent of the total number of customers served by SCWA are in both 
Zone 40 and Zone 41, and more than 90 percent of new customers are projected to be in the Zone 40 and 
Zone 41 overlapping area.  See APPENDIX A—“FEASIBILITY CONSULTANT’S REPORT” for a detailed 
description and map of Zone 40 and Zone 41, including their respective service areas and customer bases. 

Water Rights and Resources 

The Agency has a variety of water rights and resources including rights to groundwater, surface water 
and recycled water.  Currently, approximately 80 percent of the water served to Zone 41 customers located 
within Zone 40 is pumped from the ground.  After the 2007 Project is completed and operational (which the 
Agency anticipates will occur in 2011), the Agency anticipates that treated surface water deliveries from the 
Sacramento River will provide between 40% to 60% of the water served to Zone 40 and 41 customers, 
depending on hydrological conditions.  In order to meet continuing projected increases in demand, the Agency 
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must acquire additional water rights.  See APPENDIX A—“FEASIBILITY CONSULTANT’S REPORT” for 
a detailed description of the existing water rights of the Agency, as well as anticipated water demand. 

Over the last several years, six wells owned by the Agency have been closed due to military/industrial 
water contamination, and six others have been identified as having unacceptable arsenic levels.  The Agency 
believes that it has reasonable plans to avoid or mitigate future groundwater problems and to avoid inordinate 
costs that may be associated with groundwater problems.  See “THE AGENCY—Environmental Compliance,” 
“RISK FACTORS—Statutory and Regulatory Impact” and APPENDIX A—“FEASIBILITY 
CONSULTANT’S REPORT” hereto. 

Existing Facilities 

The Agency presently operates ten groundwater treatment facilities within Zone 40.  Five more 
facilities are in various stages of planning.  In general, groundwater is pumped from wells and treated by 
oxidation, reduction and pressure filtration.  This treated water is stored in large diameter water storage tanks 
and boosted (pumped) to system pressures for end-delivery to retail customers or to meet fire flow 
requirements. 

The Agency has an agreement with the City of Sacramento that provides for the use by the Agency of 
a portion of the capacity of the City’s groundwater transportation system to allow the transportation of up to 
6,720 acre feet of treated surface water to the Zone 41 service area annually.  Provisions exist within the 
agreement to expand delivery up to 12,350 acre feet annually.  Surface water deliveries in fiscal year 2005-06 
were approximately 3,925 acre feet or about 3.5 MGD.  The Agency’s obligations under the agreement with 
the City constitute a Maintenance and Operation Cost pursuant to the Installment Purchase Contract. 

There are approximately 624 miles of transmission and distribution pipeline within the Zone 40 and 
Zone 41 service area.  For additional information relating to the existing facilities, see APPENDIX A—
“FEASIBILITY CONSULTANT’S REPORT” hereto. 

Floods

In December 2006, the Army Corps of Engineers determined that certain levees along the Sacramento 
River are structurally deficient and do not meet current federal standards.  The Federal Emergency 
Management Agency notified public officials of the need to update the Flood Insurance Rate Maps within the 
Natomas Basin area of the Sacramento region through the Physical Map Revision process.  This revision will 
result in the entire Natomas Basin being placed in a regulatory Special Flood Hazard Area, reflecting the fact 
that the area is in a 100 year flood plain.  A 100-year floodplain is an area expected to be inundated during a 
flood event of the magnitude for which there is a 1-in-100 probability of occurrence in any year. 

The changes to the Flood Insurance Rate Maps described above do not effect any properties within the 
Agency’s Zone 40 and Zone 41 service area.  No portion of  the Zone 40 and Zone 41 service area is within a 
100 year floodplain.  All of the facilities of the Agency are outside of the 100 year flood plain.  The FRWA 
Diversion Structure (defined herein) will be installed along a specially constructed and reinforced portion of 
the levee system along the Sacramento River and the above ground facilities will be constructed above the 100 
year flood level.  The Agency believes that flooding will not result in significant or prolonged damage to the 
Agency’s facilities or operations.  See “RISK FACTORS—Earthquake, Flood or Other Natural Disaster.” 

Environmental Compliance 

The operations of the Agency and the provision of water service are regulated on the federal, state and 
local levels.  The Feasibility Consultant’s Report contains a description of certain significant current and 
anticipated regulatory requirements. 
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A number of proposed or contemplated increases in water standards could have a material impact on 
Agency operations, including standards relating to various microbial contaminants, radon, perchlorate and 
volatile organic contaminants.  These standards could ultimately require significant upgrades to the Agency’s 
facilities.  See APPENDIX A—“FEASIBILITY CONSULTANT’S REPORT” and “RISK FACTORS—
Statutory and Regulatory Impact” herein. 

As described in the Feasibility Consultant’s Report, within the last several years groundwater supplies 
in the vicinity of the Mather/Sunrise service area have been compromised by encroaching groundwater 
contamination originating from Aerojet, Boeing and the former Mather Air Force Base (“Responsible 
Parties”).  Projected water demands in this service area exceed the available capacity of uncontaminated 
groundwater.  The Responsible Parties are under order by various regulating agencies (USEPA, California 
Regional Water Quality Control Board, and Department of Toxic Substances Control) to remediate 
contaminants near these areas.  Cleanup is expected to take more than 240 years.  Of particular concern are the 
chemical perchlorate, and volatile organic chemicals (VOCs) such as NDMA and TCE.  The Agency has been 
working closely with the regulating agencies to identify potential uses for remediated groundwater within the 
basin. 

As a result of groundwater contamination from perchlorate and/or VOCs described above, the Agency 
has been required to close six wells within the Water System.  The Agency has been working with the 
Responsible Parties and the regulating agencies to provide replacement and contingency supplies for this 
capacity.  For new development in this area, the Agency recognizes that facilities beyond those normally 
constructed as part of the development process may be needed to provide water service to those areas impacted 
by groundwater contamination.  The Agency does not expect to lose any additional sources of supply due to 
this contamination.  These six wells are being closed and will be replaced with the construction of treated 
groundwater facilities already under construction.  The Agency anticipates that these wells will likely be used 
only for emergency backup supplies or will ultimately be abandoned.  Replacement facilities are planned to be 
operational by summer 2007. 

In addition to the loss of wells described above, six other wells within the Water System have been 
identified as having unacceptable levels of arsenic.  See “RISK FACTORS—Statutory and Regulatory Impact” 
herein.  Also see APPENDIX A—“FEASIBILITY CONSULTANT’S REPORT” for a discussion of this issue 
as well as other issues relating to environmental compliance. 

In the Feasibility Consultant’s Report, the Feasibility Consultant states that the Agency “is in 
compliance with all current federal and state water quality regulations and is well positioned to meet the 
challenges imposed by future changes and additions to those regulations.”  See APPENDIX A—
“FEASIBILITY CONSULTANT’S REPORT” for a complete discussion of the assumptions and qualifications 
relating to such opinion. 

While the Agency has included the estimated cost of compliance with regulatory requirements in its 
projected operating results, there can be no assurances that compliance with existing or future requirements 
will not significantly exceed such estimates.  See “CERTAIN RISK FACTORS—Statutory and Regulatory 
Impact.” 

Insurance

The Agency, together with any and all districts and commissions directly governed by County Board 
of Supervisors, participates in the County's pooled insurance program with respect to property insurance 
through the California State Association of Counties Excess Insurance Authority (“CSAC EIA”).  Under the 
County's pooled property program, which covers real and personal property, All Risk coverage in the 
aggregate amount of $1.365 billion (for all County facilities covered by the policy, including the Agency’s 
facilities) is provided with a $50,000 deductible.  In addition, a sublimit of $300 million is provided for 
earthquake coverage which carries a deductible equal to the greater of $100,000 or 5% of the insured value. 
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The County currently purchases General Liability and Automobile Liability insurance of $25 million 
excess over a self-insure retention (SIR) of $2 million through an excess insurance purchase arrangement with 
CSAC EIA.  The excess coverage has been in effect since April 1, 1992.  The County's insurance program is 
subject to modifications based on insurance market conditions, the availability of insurance to public entities 
and the cost effectiveness of certain levels of self-insured retentions. 

Personnel and Management 

The Agency is staffed by employees of the Sacramento County Department of Water Resources 
(“SCDWR”).  SCDWR senior management team includes the following Key Management Personnel: 

Director – Keith DeVore was appointed Director of Water Resources in 2000.  He has been with the 
County of Sacramento for almost 30 years, holding a variety of positions within various County Departments.  
He has over 26 years experience in the water industry.  Mr. DeVore earned a Bachelor’s of Science Degree in 
Civil Engineering from the University of California at Davis, and is a Registered Professional Engineer in the 
State of California.  He is a member of American Public Works Association and Association of California 
Water Agencies. 

Division Chief – Herb Niederberger has over 20 years experience in the design, construction, 
operation, maintenance and management of water systems throughout California.  He is a Registered 
Professional Engineer and Licensed Land Surveyor in the State of California.  He holds two certifications 
issued by the California Department of Health Services as both a Grade 5 Water Treatment Operator and 
Grade 5 Water Distribution Operator.  He is a member of American Water Works Association, and the 
American Society of Civil Engineers.  He graduated with a Bachelor of Science Degree in Civil Engineering 
from University of California at Irvine and holds an MBA from Golden Gate University, Sacramento. 

Chief Financial and Administrative Officer – Susan Purdin is a Certified Public Accountant with 
over 17 years in governmental accounting and finance.  As Chief Financial and Administrative Officer within 
the Department of Water Resources, she is responsible for all financial and administrative services within the 
Department.  Ms. Purdin has extensive experience with capital financing programs, rate making 
methodologies, bond financing, fee development and private and public accounting.  She is a graduate of 
Prescott College and is a member of the Government Finance Officers Association and the American Institute 
of Certified Public Accountants. 

Water Supply Section Principal Civil Engineer – John Coppola began his engineering tenure with the 
County of Sacramento as an Assistant Civil Engineer in 1978 and was promoted to Principal Civil Engineer in 
2000.  He is a Registered Professional Engineer in the State of California and is a member of the AWWA, and 
the American Society of Civil Engineers.  He graduated with a Bachelor of Science Degree in Civil 
Engineering from California State University, Sacramento.  His water resource background in water supply 
includes facility planning, development review, project management, drinking water regulatory compliance, 
engineering support of operations and maintenance activities and budget management. 

Water Supply Operations and Administration Section Senior Civil Engineer – Dave Underwood has 
been with the County of Sacramento for over 20 years.  He has over 11 years experience in the water industry.  
Mr. Underwood earned a Bachelor’s of Science Degree in Civil Engineering from California State University, 
Sacramento.  He is a Registered Professional Engineer in the State of California and is a California Department 
of Health Services Interim Grade 4 Water Distribution Operator.  His water resource engineering background 
includes water facility design and project management, water resources planning and development 
engineering, drinking water regulatory administration and recycled water program management. 

See APPENDIX A—“FEASIBILITY CONSULTANT’S REPORT” for a further description of 
Agency personnel and management. 
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THE 2007 PROJECT 

Description

The Freeport Project generally consists of a surface water intake facility on the Sacramento River and 
related pipeline to be constructed and owned by FRWA (and operated by the Agency pursuant to an Operating 
Agreement as described herein) (the “FRWA Facilities”), a new water treatment facility and related pipeline to 
be owned and operated by the Agency (the “Agency Facilities”), and a pipeline to be constructed solely for the 
benefit of the East Bay Municipal Utility District (“EBMUD”) and owned and operated by EBMUD (the 
“EBMUD Facilities”).  Upon completion, the Freeport Project will be capable of diverting 185 million gallons 
per day (“mgd”) of water with 85 mgd available for the Agency and 100 mgd available for EBMUD.  See 
APPENDIX A—“FEASIBILITY CONSULTANT’S REPORT” for a detailed description of the Freeport 
Project, including Figure 4-2 therein which is a schematic diagram showing the various elements of the 
Freeport Project. 

The Agency is developing the Freeport Project with EBMUD.  In order to plan, permit and construct 
and operate the FRWA Facilities, in 2002 the Agency and EBMUD formed FRWA.  Pursuant to the FRWA 
JPA Agreement, the Agency is responsible for 45.946% of the capital costs of the FRWA Facilities, and 
EBMUD is responsible for the remaining 54.054% of the FRWA Facilities.  The Authority will purchase the 
Dedicated Capacity pursuant to the Dedicated Capacity Purchase Agreement (the “Dedicated Capacity 
Agreement”), dated as of May 1, 2007, between FRWA and the Authority.  (The Agency will then purchase 
the Dedicated Capacity, and other elements of the 2007 Project, from the Authority pursuant to the Second 
Supplemental Installment Purchase Contract.) The Agency’s Dedicated Capacity in the FRWA Facilities will 
be 85 million gallons per day of the overall 185 million gallons per day capacity of the FRWA Facilities. 
Following is a description of the FRWA Facilities, as well as the Agency Facilities. 

The 2007 Project to be funded in part with the proceeds of the Series 2007 Bonds generally consists of 
the Dedicated Capacity in the FRWA Facilities, and the Agency Facilities. 

FRWA Facilities.  The FRWA Facilities include:  

• A surface water intake facility to take water from the Sacramento River (the “FRWA Diversion 
Structure”), and divert up to 185 mgd (the capacity for 85 mgd of which constitutes the Dedicated 
Capacity which the Authority is purchasing pursuant to the Dedicated Capacity Agreement for 
resale to the Agency) of water from the Sacramento River and pump it through a large diameter 
pipeline.  The FRWA Diversion Structure will be owned and operated by FRWA.  (As described 
herein, FRWA will retain the Agency to operate the FRWA Facilities pursuant to the Operating 
Agreement.) Construction of the FRWA Diversion Structure commenced in December 2006 and 
is expected to be completed in January 2010.  FRWA has awarded a fixed construction contract 
for the FRWA Diversion Structure (subject to adjustment under certain circumstances, including 
force majeure events and change orders at the direction of FRWA). 
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• Two lengths of 84 inch diameter raw water pipeline (with a total length of approximately sixteen 
miles) for transmission of water from the FRWA Diversion Structure to a point in the pipeline 
(the “Bifurcation Point”) where water is divided between a pipeline that will deliver water north 
to the Agency and a pipeline that will deliver water east to EBMUD.  Construction of the first 
pipeline is expected to commence in May 2007 and be completed in January 2009.  Construction 
of the second pipeline is expected to commence in September 2007 and be completed in January 
2009.  FRWA has awarded a fixed construction contract for one of the pipelines (subject to 
adjustment under certain circumstances, including force majeure events and change orders at the 
direction of FRWA). FRWA anticipates receiving bids on the other pipeline at the end of May 
2007. 

The cost of the Dedicated Capacity, which is the portion of the capacity of the FRWA Facilities that 
the Agency is acquiring, is currently estimated to be approximately $145.66 million, not including the 
additional contingency amounts described below in “—Estimated Construction Costs and Sources of 
Funding.” 

Agency Facilities.  Following is a description of the Agency Facilities.  These projects include: 

• An approximately one mile pipeline (66 inches in diameter) that takes raw water from the 
Bifurcation Point to the Vineyard Surface Water Treatment Plant (defined below).  This pipeline 
will be owned and operated by the Agency.  The Agency anticipates awarding a construction 
contract for this pipeline in December 2007. 

• A new conventional surface water treatment plant (the “Vineyard Surface Water Treatment 
Plant”), which will be the primary source of treated surface water for retail service to Zone 41 
customers (and for wholesale to adjacent water purveyors in the region upon agreements being 
executed).  The Vineyard Surface Water Treatment Plant will be owned, operated and maintained 
by the Agency.  The Agency expects to receive bids and award a construction contract for the 
Vineyard Surface Water Treatment Plant by October 2007.  Construction of the Vineyard Surface 
Water Treatment Plant is expected to commence March 2008 and be completed June 2011. 

• A treated water pipeline to serve customers in the Agency’s Central Service Area (“CSA”) in 
Zones 40 and 41.  This is a 60-inch diameter treated water conveyance pipeline approximately 1.1 
miles in length, and connects the Vineyard Surface Water Treatment Plant to the Agency’s treated 
water distribution system.  This pipeline will be owned and operated by the Agency.  Construction 
of this pipeline is expected to commence March 2009 and be completed June 2009.  
Commencement of operation of this pipeline will not occur until the Vineyard Surface Water 
Treatment Plant is operational. 

The estimated cost of the Agency Facilities is approximately $206.79 million, not including the 
additional contingency amounts described below in “—Estimated Construction Costs and Sources of 
Funding.” 

See APPENDIX A—“FEASIBILITY CONSULTANT’S REPORT” for a more detailed description of 
the 2007 Project, including detailed cost information as well as a discussion of the various assumptions used in 
the preparation of the Feasibility Consultant’s Report. 

Estimated Construction Costs and Sources of Funding 

As identified in the Feasibility Consultant’s Report, the total estimated cost of the 2007 Project is 
approximately $352.45 million (not including contingencies described below).  As described in the Feasibility 
Report, the Agency has also included in its financing plan an additional construction contingency amount of 
approximately $22.77 million, resulting in a total estimated cost of the 2007 Project of approximately $375.22 
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million.  The Agency expects that net proceeds of the Series 2007 Bonds will be approximately $359.05 
million, and that the remaining $16.17 million will be funded from grants and internally generated funds and, 
if necessary, the proceeds of additional Parity Obligations or Subordinate Obligations.  In addition to the 2007 
Project, the Agency anticipates undertaking additional capital projects through Fiscal year 2011-2012 with a 
cost of approximately $160 million.  The Agency expects that these additional capital improvement projects 
will be funded from grants and internally generated funds and, if necessary, the proceeds of additional Parity 
Obligations or Subordinate Obligations.  See APPENDIX A—“FEASIBILITY CONSULTANT’S REPORT” 
and “AGENCY OPERATIONS—Budgeting and Financial Procedures” herein for a detailed description of the 
Agency’s capital and financial planning. 

The additional contingencies described above are over and above the cost estimates previously 
prepared by FRWA and the Agency.  These additional contingencies were recommended by the Feasibility 
Consultant for a variety of reasons described in the Feasibility Consultant’s Report, including but not limited 
to the fact that the lowest bid received for the FRWA Diversion Structure was approximately 30% higher than 
the estimate, and that costs of materials have escalated dramatically over the last two years.  In addition, the 
Agency does not expect to receive bids, or awards construction contracts for, significant components of the 
2007 Project prior to the issuance of the Series 2007 Bonds.  The Feasibility Consultant’s Report contains a 
breakdown of the total estimated cost of the 2007 Project.  The actual cost of constructing the various 
components of the 2007 Project will depend on a variety of factors, including but not limited to, the results of 
the Agency’s construction procurements, the discovery of unforeseen subsurface conditions, earthquake, flood 
or other natural disasters, severe weather conditions, or other events outside of the control of the Agency.  
There can be no assurances that such costs will not significantly exceed the amounts projected by the Agency.  
In the event that actual costs of the 2007 Project significantly exceed the amount projected by the Agency, 
such circumstances could have a material adverse impact on the ability of the Agency to generate Net 
Revenues in the amounts required by the Installment Purchase Contract.  See “RISK FACTORS—
Construction Risk” herein. 

See APPENDIX A—“FEASIBILITY CONSULTANT’S REPORT” for a discussion of the 
assumptions and qualifications relating to such opinion. 

Permits and Approvals 

Acquisition and construction of various components of the 2007 Project requires certain governmental 
permits and approvals, including demonstration of compliance with the California Environmental Quality Act, 
as amended, Division 13 of the California Public Resources Code (“CEQA”).  The Agency believes that it has 
complied with the CEQA process (to the extent applicable) with respect to the 2007 Project. 

Operational Arrangements 

The FRWA Facilities will be operated by FRWA pursuant to the FRWA JPA Agreement.  The FRWA 
JPA Agreement provides that EBMUD is obligated to contribute 54.054% of the capital costs and fixed 
operating costs of the FRWA Facilities, and the Agency is required to pay 45.946% of the capital costs and 
fixed operating costs.  Variable operating costs of the FRWA Facilities will be allocated between EBMUD and 
the Agency based on the cost of their proportionate share of the volume of use of the FRWA Facilities.  
EBMUD is responsible for the payment of operating costs with respect to the EBMUD Facilities, and the 
Agency is responsible for the operating costs of the Agency Facilities.  Fixed and variable operating costs 
payable by the Agency pursuant to the FRWA JPA Agreement have been taken into account in connection 
with the preparation of the Projected Operating Results contained herein. 

FRWA, EBMUD and the Agency have entered into an Agreement for Delivery of Water:  The 
Freeport Authority Intake And Pipeline, dated November 9, 2006 (the “Delivery Agreement”).  The Delivery 
Agreement provides mechanisms for the scheduling of water deliveries, operation and maintenance practices 
to be utilized by FRWA, curtailment provisions in the event the full capacity of the FRWA Facilities is not 



31

available, reporting requirements, and other operational matters.  The Delivery Agreement also provides for 
cost accounting, and specific billing provisions, consistent with the FRWA JPA Agreement. 

Pursuant to an Agreement for Provisions of Operation and Maintenance Services:  The Freeport 
Authority Intake and Pipeline between the Agency and FRWA, dated November 9, 2006 (the “Operating 
Agreement”), the Agency will provide operational services for the FRWA Facilities.  The Operating 
Agreement generally provides that FRWA will pay the Agency for these services.  Amounts payable by 
FRWA to the Agency pursuant to the Operating Agreement will be netted against amounts payable by the 
Agency to FRWA pursuant to the FRWA JPA Agreement.  Net payments payable by the Agency pursuant to 
the FRWA JPA Agreement constitute Maintenance and Operation Costs pursuant to the Installment Purchase 
Contract, and have been included in the Projected Operating Results prepared by the Feasibility Consultant.  
(In addition to the net payments owed by the Agency pursuant to the FRWA JPA Agreement, FRWA will also 
receive amounts from EBMUD.) 

EBMUD

Pursuant to the FRWA JPA Agreement, EBMUD is obligated to contribute 54.054% of the capital 
cost of the FRWA Facilities, which is expected to be approximately $205 million (not taking into account 
additional contingency amounts of the type taken into account by the Agency).  The FRWA JPA Agreement 
provides that EBMUD must pay budgeted portions of such amount in accordance with a quarterly construction 
budget to be prepared by FRWA in accordance with the FRWA JPA Agreement.  In addition, as described 
above, upon completion of the FRWA Facilities, pursuant to the Delivery Agreement, EBMUD will be 
required to pay the cost of its proportionate share of the volume of use of the FRWA Facilities, which is 
projected to commence at approximately $1.6 million annually in 2010.  In the event that EBMUD does not 
make required payments for capital pursuant to the FRWA Agreement, there will not be sufficient funds 
available for the completion of the FRWA Facilities, and the Agency would have to make alternative 
arrangements for water supply, or expend additional amounts of its own funds to complete the FRWA 
Facilities.  In addition, if EBMUD does not pay required variable operating costs of the FRWA Facilities, the 
Agency would be required to make up the shortfall or make alternative arrangements for water deliveries.  
Such circumstances could have a material adverse impact on the ability of the Agency to generate Net 
Revenues in the amounts required by the Installment Purchase Contract.  See “RISK FACTORS—
Construction Risk” herein. 

Certain Information Concerning EBMUD 

The following information has been derived from sources that the Agency believes to be reliable:  
EBMUD's water system serves approximately 1.3 million people in a 325-square-mile area surrounding the 
eastern side of San Francisco Bay, extending from Crockett on the north, southward to San Lorenzo 
(encompassing the major cities of Oakland and Berkeley), eastward from San Francisco Bay to Walnut Creek, 
and south through the San Ramon Valley.  Its wastewater system serves approximately 640,000 people in an 
83-square-mile area of Alameda and Contra Costa counties along the Bay's east shore, extending from 
Richmond on the north, southward to San Leandro.  EBMUD regularly issues revenue bonds to provide capital 
funding, and in connection with such revenue bonds, has entered into agreements to file annual reports, which 
include EBMUD’s audited financial statements, with certain information repositories pursuant to S.E.C. 
Rule 15c2-12(b)(5) (“EBMUD Continuing Disclosure Agreements”).  As of the date hereof, a listing of such 
repositories can be found at http://www.sec.gov/info/municipal/nrmsir.htm.   The holders of the Series 2007 
Bonds are not beneficiaries of the obligations of EBMUD pursuant to such EBMUD Continuing Disclosure 
Agreements, and have no rights to enforce such EBMUD Continuing Disclosure Agreements.  There can be no 
assurances that such EBMUD Continuing Disclosure Agreements will not be amended, modified or 
terminated, or that EBMUD will make any filings on a timely basis.  Neither the Agency not the Authority 
makes any representations as to the accuracy or completeness of the information contained in the annual 
reports filed by EBMUD in accordance with the EBMUD Continuing Disclosure Agreements. 
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AGENCY OPERATIONS 

Zone 40 and 41 Service Areas and Customers 

Exhibit 2-1 of the Feasibility Consultant’s Report shows the vicinity of Zones 40 and 41 service areas.  
Much of the land of the current service area is currently vacant but is expected to undergo development over 
the next 30 years.  Most of the development in the service area is projected to be residential.  Development 
would bring increased demand for water and new water customers to Zones 40 and 41. 

See APPENDIX A—“FEASIBILITY CONSULTANT’S REPORT” for a description of Zone 40 and 
Zone 41. 

As of June 2006 there were 49,221 connections in the Zone 40 and Zone 41 service area.  Most of 
these (45,261 or 92.0 percent of total) were retail accounts within Zone 41.  The Agency service area within 
Zone 41 also included 3,960 wholesale accounts.  See APPENDIX A—“FEASIBILITY CONSULTANT’S 
REPORT” for a detailed description of customers. 

The following table contains a list of the top ten water users of Zone 40: 

Customer
Annual Water Use

(AF)
% of Total  
Water Use 

Cosumnes Community Services District 1,226 3.00% 
Elk Grove Unified School District 366 0.90 
United States of America 274 0.70 
Sacramento Regional Co. Regional Sanitation District 232 0.60 
Donahue Schriber Realty Group LP (Wells Fargo) 205 0.50 
Southgate Recreation / Park District 159 0.40 
Aramark 118 0.30 
County of Sacramento 106 0.30 
Pappas Laguna LP 70 0.20 
Cordova Recreation / Park District      67 0.20
Total 2,823 6.80%

Source:  Agency 2005-06 financial report. 

Historical and Projected Growth in Customers 

The Zone 41 service area within the Zone 40 benefit area has undergone rapid growth over the past 
fifteen years.  The number of accounts has quadrupled from approximately 9,000 in fiscal year 1990-91 to 
nearly 50,000 in fiscal year 2005-06.  From 1990-91 to 2005-06, an average of 2,600 new service accounts 
were added every year.  Accounts have increased by an average of 4,484 accounts per year for the five most 
recent fiscal years. 
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Table 1 
Historical Changes in Service Accounts per Year  

Year Annual Change in Service Accounts 

1990-1991 1,652 
1991-1992 992 
1992-1993 1,296 
1993-1994 843 
1994-1995 1,350 
1995-1996 1,329 
1996-1997 1,841 
1997-1998 2,349 
1998-1999 2,179 
1999-2000 2,917 
2000-2001 2,425 
2001-2002 4,604 
2002-2003 4,233 
2003-2004 4,643 
2004-2005 4,911 
2005-2006 4,030 
2006-2007* 1,926 

* First two quarters of Fiscal Year. 
Source:  Feasibility Consultant’s Report 

The Feasibility Consultant’s Report contains projections of future customer growth.  These projections 
are based on a variety of factors, including projected population growth, housing development and economic 
growth.  The Feasibility Consultant’s Report identifies three particular growth scenarios:  lower, moderate, and 
higher.  The following table contains the moderate growth projections, which were used in the preparation of 
the Projected Operating Results contained herein, as well as the lower and higher growth projections.  The 
Feasibility Consultant’s Report also contains sensitivity analyses reflecting the impact of the higher and lower 
growth projections on the Agency.  See APPENDIX A—“FEASIBILITY CONSULTANT’S REPORT” herein 
for a detailed discussion of the growth assumptions, including the factors considered for each. 
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Table 2 
Projections of Growth in New Water Service Accounts per Year 

Year Low Moderate* High 

2006-2007 1,000 1,000 1,250 
2007-2008 1,160 1,400 1,750 
2008-2009 1,340 2,100 2,650 
2009-2010 1,500 2,500 3,150 
2010-2011 1,500 2,500 3,150 
2011-2012 1,880 3,130 3,970 
2012-2013 1,880 3,130 3,970 
2013-2014 1,880 3,130 3,970 
2014-2015 1,880 3,130 3,970 
2015-2016 1,880 3,130 3,970 
2016-2017 1,350 2,250 2,830 
2017-2018 1,350 2,250 2,830 
2018-2019 1,350 2,250 2,830 
2019-2020 1,350 2,250 2,830 
2020-2021 1,350 2,250 2,830 
2021-2022 1,080 1,800 2,030 
2022-2023 1,080 1,800 2,030 
2023-2024 1,080 1,800 2,030 
2024-2025 1,080 1,800 2,030 

* Moderate growth scenario used for base projected operating results. 
Source:  Feasibility Consultant’s Report 

As described in the Feasibility Consultant’s Report, in February 2007 the California Supreme Court 
decided that the environmental documentation was inadequate for housing developments in the Sunrise-
Douglas specific plan area.  The “Sunrise-Douglas” development (which is located in the Agency’s service 
area) is projected to include about 20,000 homes at build-out and, as of December 31, 2006, approximately 
1,216 homes have been built and occupied since 2004 when construction began in the development.  The court 
held that the 2002 environmental impact report inadequately projected demand for water on the ground water 
resource at build-out condition.  House building activity in Sunrise-Douglas has not been stopped as of the date 
hereof, but there can be no assurance that further development at the Sunrise-Douglas development will not be 
stopped until replacement environmental documentation is prepared, circulated and approved.  The Feasibility 
Consultant has considered the current situation with respect to the Sunrise-Douglas development in preparing 
the growth projections.  See Appendix A to this Official Statement. 

The moderate growth scenarios were used in the preparation of the Project Operating Results 
contained in the Feasibility Consultant’s Report and excerpted herein in “Historical and Projected Financial 
Results”.  The growth projections in the Feasibility Consultant’s Report are based upon certain assumptions, 
calculations and qualifications set forth therein, and the Feasibility Consultant’s Report should be read in its 
entirety.  While the Feasibility Consultant believes these assumptions to be reasonable for purposes of the 
growth projections in the Feasibility Consultant’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 Feasibility Consultant’s Report, actual customer growth and operating results 
can vary from that projected in the Feasibility Consultant’s Report.  In particular, if growth is lower than that 
projected in the moderate growth scenario, additional rate increases may be required.  See Appendix A to this 
Official Statement. 

While such projected operating results indicate that the Agency will be able meet its obligations 
pursuant to the Installment Purchase Contract (including the rate covenant contained therein), in the event that 
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such growth does not occur at the levels contemplated by the Agency, such circumstances could negatively 
impact the financial condition of the Agency.  A variety of circumstances could negatively affect growth in the 
Zone 40 and Zone 41 service area, including but not limited to general economic downturns, continuing 
slowing of the regional housing market or floods (or potential restrictions on development resulting from risk 
of flood) or other natural disasters.  See “THE AGENCY—Flood,” “RISK FACTORS—Rate Covenant Not a 
Guarantee” and “—Flood” herein. 

In 2003 in connection with the issuance of the Series 2003 Bonds, the Feasibility Consultant prepared 
customer growth projections for the Agency.  The following table shows a comparison between the 2003 
projections and actual growth since that time. 

Table 3 
Actual vs. Historically Projected Accounts 

As Projected in 2003 Feasibility Report 

Years Accounts Lower Moderate Higher 

2002-03 35,637 34,433 35,060 35,327 
2003-04 40,280 36,046 37,300 37,834 
2004-05 45,191 37,659 39,540 40,431 
2005-06 49,221 39,272 41,780 43,495 

Source:  Feasibility Consultant’s Report. 

Rates and Charges  

Pursuant to the Act, the Agency is authorized to impose rates and charges on customers for the 
services it provides.  The Agency’s rates and charges are not subject to regulation by the California Public 
Utilities Commission or to state or federal regulation.  However, the Agency must follow certain procedures 
mandated by state law in imposing new or increased rates or changes including providing property owners 
with notice, and holding a public hearing providing property owners an opportunity to protest.  See 
“CERTAIN RISK FACTORS—Certain Limitations on the Ability of the Agency to Impose Taxes, Fees and 
Charges.”  The Agency approves an ordinance enacting the new or increased rate by a majority vote of its 
Board of Directors after two readings of the ordinance.  The ordinance is subject to referendum for 30 days 
following the adoption thereof.  Following is a description of the rates and charges imposed on customers in 
Zone 40 and Zone 41, respectively.  See “CERTAIN RISK FACTORS—Certain Limitations on the Ability of 
the Agency to Impose Taxes, Fees and Charges.” 

Zone 40 Revenue.  Zone 40 revenues are collected through two funding mechanisms.  One is an 
impact fee (referred to as a “Water Development Fee” in the Agency Ordinance) based on the number of 
equivalent dwelling units, and, if the property has a commercial land use, a commercial acreage fee component 
is added to the development fee.  The other is a monthly user fee.   

Zone 40 Impact Fees.  Impact fees are charged for each new development prior to receiving water 
service.  These fees are specified in the Agency Code and vary depending on the service type (domestic, 
commercial, etc.).  The acreage of the area served is a factor in some types of service.  These fees are used to 
pay for major facilities as specified in the Agency Ordinance, including storage reservoirs, pumping plants, 
transmission mains, surface water treatment plants, groundwater wells and other such facilities utilized in the 
wholesale supply of water.  Impact fees currently average $11,004 per residential connection. 

The Agency gives developers, when appropriate, credit for infrastructure which such developers build 
and transfer to the Agency in lieu of requiring such developers to pay Zone 40 impact fees.  For example, if a 
developer which is building one hundred residences builds a water pipeline required by the Agency as a 
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condition of development with respect to those one hundred residences, then as partial payment for the pipeline 
the Agency will give impact fee credits to the developer in lieu of the developer paying a portion of the impact 
fees.  While this mechanism for developer credits reduces the need for the Agency to spend funds on building 
facilities necessary for development, the mechanism reduces Net Revenues available for payment of 2007 
Installment Payments.  In the future, the Agency intends to change its policy to reduce or eliminate the reliance 
on developer funded infrastructure projects and credits.  In addition, the Agency anticipates that the amount of 
developer credits requested will decline in the future with a reduction in developer funded infrastructure 
projects of the magnitude experienced in the last several years.  Despite the fact there are a number of credits 
outstanding not yet used, and other credits may become outstanding in the future, the Agency does not believe 
that the impact fee credit program will have a material adverse impact on the ability of the Agency to generate 
Net Revenues in the amounts required by the Installment Purchase Contract. 

Zone 40 User Charges.  Zone 40 monthly user fees are paid by all Agency wholesale and retail 
customers that lie within the Zone 40 benefit area.  Residential customers generally pay a constant monthly 
charge that historically has not varied over time.  Commercial customers pay a monthly user fee based on the 
quantity of water used for the billing month.  Monthly user fees are generally $8.47 per household. 

Zone 41 Revenue.  Zone 41 revenue includes monthly service charges and connection fees. 

Zone 41 Service Fees.  In Zone 41 the Agency provides service to both flat rate and metered rate 
customers and bills these customers bi-monthly.  Flat rate accounts are charged a single flat rate monthly 
service fee.  Bills for metered residential accounts include a monthly service charge, based on the size of the 
service, and a quantity rate, based on metered consumption.  Most of the residential services and all of the 
commercial services are metered.  Wholesale customers are also charged a monthly fee based on the total 
amount of water consumed and a formula to discount the typical Zone 41 monthly service fee due to not 
having to maintain the local distribution system and bi-monthly billing system.  Service fees pay for annual 
operations and maintenance costs and are also used as part of the Agency revenue sources for repayment of 
bonded indebtedness.  Monthly service fees are currently $20.33 per average customer. 

Zone 41 Connection Fees.  The Agency charges a connection fee to new customers that connect to 
the Agency water system within Zone 41.  The connection fee pays for the cost of providing a meter service to 
serve the customer, including a service line, meter box, and valves.  Zone 41 connection fees currently average 
$376 per residential connection. 

The following table contains service fee and connection fee projections.  Connection fee revenues 
resulting from growth in customers constitute a significant source of Agency revenues.  (The projected rates 
and charges identified in Tables 4 and 5 correspond to the “moderate growth” scenario identified in Table 2.) 
In the event that actual growth in connections is materially less than that contemplated, there can be no 
assurances that such circumstances would not have a material adverse impact on the ability of the Agency to 
generate Net Revenues in the amounts required by the Installment Purchase Contract. 
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The Zone 40 monthly service charge at midyear of 2006-07 was $8.47 and the Zone 41 monthly 
service charge was $20.33.  The Agency Board has approved rate adjustments to become effective in July of 
2007 and July of 2008. 

Table 4 
Historical and Projected Monthly Service Fees 

 
October 

2005 
October 

2006 
July  
2007 

July  
2008 

July  
2009 

July  
2010 

July  
2011 

Zone 40 component        
 Service charge, end of year $  8.47 $  8.47 $12.47 $16.47 $20.47 $24.47 $28.47 
Zone 41 component        
 Service charge, end of year $20.33 $20.33 $23.33 $26.33 $29.33 $32.33 $35.33 
    
Source:  Feasibility Consultant’s Report. 

Table 5 
Historical and Projected Impact Fees and Connection Fees  

 
March 
2006 

Sept. 
2006 

March 
2007 

Sept.  
2007 

March 
2008 

March 
2009 

March 
2010 

March 
2011 

Zone 40 Impact Fees $9,192 $9,692 $11,004 $11,604 $12,897 $13,710 $14,753 $15,492 
         
 October 

2005 
October 

2006       

Zone 41Connection Fees $376 $376 $376 $376 $400 $425 $452 $480 
    
Source:  Feasibility Consultant’s Report. 

The Zone 40 impact fee at the midyear of 2006-07 was $9,692 and the Zone 41 Connection Fee was 
$376.   

See APPENDIX A—“FEASIBILITY CONSULTANT’S REPORT” for a detailed description of 
impact fees, rates and charges, including an analysis of actual revenue production resulting from specific rates. 

Collection Procedures 

Zone 40 impact fees (imposed on new connections) are collected as part of the permitting process for 
new construction in the Zone 40 service area. 

Monthly charges for both Zone 40 and Zone 41 are billed staggered in eight billing cycles by the 
Agency, through the Municipal Services Agency’s Consolidated Utilities Billing System (CUBS) which is 
operated by County employees.  To the extent that such service charges are not paid by customers such unpaid 
charges ultimately constitute a lien on the property receiving service and are included on the subsequent ad 
valorem tax bill. 

Beginning in Fiscal Year 1993-1994, the County adopted the alternative method of secured property 
tax and charge apportionment known as the “Teeter Plan.”  Pursuant to the “Teeter Plan,” the County pays the 
Agency 100% of all delinquent service charges that have been included on the tax rolls.  In return, the County 
is entitled to retain all interest and penalties on such delinquent amounts.  As a result of these procedures, the 
Agency has historically recovered virtually all service charges billed to customers. 
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The ability of the Agency to impose rates, fees and charges is subject to certain limitations.  See 
“CERTAIN RISK FACTORS—Certain Limitations on the Ability of the Agency to Impose Taxes, Fees and 
Charges” herein. 

Budgetary and Financial Procedures  

Annual budgets are prepared and adopted annually by the Agency Board of Directors.  A proposed 
budget for each Fiscal Year is prepared by Agency staff and submitted for approval of the Board by June 30 of 
the prior Fiscal Year.  The proposed budget serves as the basis of service charges which are adjusted annually 
as needed.  After public hearings, a final budget is approved by the Board by October 2 of each Fiscal Year.  
Annual audits for all Agency funds are conducted and normally completed by January of the following Fiscal 
Year.

Budgets are prepared annually for the Zone 40 and Zone 41.  Included is an Operations Fund budget 
and a Capital Improvements Fund budget.  The Operations Fund budget sets forth planned spending for labor, 
chemicals, power, water purchases, other services and supplies, and allocated costs from the County and the 
County’s Public Works Agency.  The Operations Fund budget also provides for equipment purchases required 
for the operation and maintenance of the Agency’s facilities and the costs of other routine improvements. 

Monthly service charges are the primary source of financing for the Operations Fund budget.  Any 
unexpended funds have been carried forward to the following years or placed in a General Reserve for future 
years.  In the event that an operating shortfall should become foreseeable due to unexpected expenditures 
during a Fiscal Year, supplementary appropriation authority would be requested of the Board through a release 
from the General Reserve. 

The Capital Improvements Fund finances major new water supply infrastructure such as wells, 
treatment and storage facilities, diversion facilities and major conveyance facilities.  The Capital 
Improvements Fund has two primary revenue sources; a monthly service fee paid by all customers and an 
impact fee paid once by new customers. 

Currently all Agency funds are “pooled” with cash balances from all funds overseen by Sacramento 
County’s Board of Supervisors in order to maximize return.  Interest is allocated to each participating fund on 
a quarterly basis based on average cash balances during the year.  Proceeds of bonds issued by or on behalf of 
the Agency will be separately invested. 

Interest Rate Swaps 

In April 2007, the Board of the Agency adopted a Master Swap Policy which governs the use of swaps 
by the Agency.  The  Master Swap Policy includes a list of possible objectives to be achieved by entering into 
an interest rate swap pursuant to Section 5922(a) of the California Government Code.  It also provides a 
process for the consideration of any swap, which process includes review of the proposed swap by the County 
of Sacramento’s Debt Utilization Committee (the “CDUC”) consisting of the Chief Financial Officer of the 
County, the County’s Director of Finance, the Administrator of the Municipal Services Agency, the 
Administrator of the Internal Services Agency, the Director of Airports, the Debt Officer and County/Agency 
Counsel.  The Master Swap Policy provides that, after review of the proposed swap, the CDUC shall present 
the Board with its written recommendation as to whether or not to proceed.  After receiving such written 
recommendation from the CDUC, the Board may adopt a resolution approving the execution and delivery by 
the Agency of the subject swap or other derivative product(s).  Additionally, the swap counterparties must 
have a rating no lower than two of the three following ratings: “Aa3” by Moody’s, “AA-” by Standard & 
Poor’s, and “AA-” by Fitch, absent a determination upon a recommendation of the CFO and Engineer that a 
lower rating level is prudent.  The Master Swap Policy also contains limitations on the exposure that the 
Agency may have with respect to any one counterparty, which limits generally provide that the sum total 
notional amount per counterparty for swaps with the Agency with basis risk or tax risk may not exceed 25 
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percent of the Agency’s total outstanding obligations; for swaps with the Agency which have no basis risk or 
tax risk, the sum total notional amount per counterparty may not exceed 55 percent of the Agency’s total 
outstanding obligations.  In no event may the combined notional total amount of all swaps with the Agency 
exceed 55% of the Agency’s total outstanding obligations. 

Concurrently with the sale of the Series 2007B Bonds, the Agency entered into the Series 2007B 
Swaps, whereby the Agency receives payments initially calculated by reference to a negotiated rate and 
thereafter calculated by reference to a percentage of the taxable three month LIBOR Index plus a spread equal 
to the LIBOR-Based Interest Rate payable with respect to the Series 2007B Bonds, and makes payments that 
are calculated by reference to a fixed interest rate.  The counterparty with respect to the Series 2007B Swaps is 
Bear Stearns Financial Products Inc. 

Net payments under the Series 2007B Swaps are payable on a parity with the Parity Obligations and 
constitute Parity Payment Agreements under the Master Contract.  Termination payments related to the Series 
2007B Swaps are payable on a parity with the Subordinate Obligations. 

The following provides a summary of the basic terms of the Series 2007B Swaps: 

Series 2007B Swaps 
Notional Amount 

Outstanding Agency Pays Agency Receives(1)
Termination

Date
$128,965,000 4.193% 67% of Three-Month LIBOR + 55 bps June 1, 2034 
$99,955,000 4.221% 67% of Three-Month LIBOR + 57 bps June 1, 2039 

(1) The Agency will receive an initial rate of 4.138% through and including September 3, 2007 for the Series 2007B Swap 
terminating on June 1, 2034.  The Agency will receive an initial rate of 4.158% through and including September 3, 2007 for the
Series 2007B Swap terminating on June 1, 2039. 
Source:  The Agency. 

These interest rate swap transactions entail risk to the Agency.  The counterparties may fail or be 
unable to perform and the Agency may be required to make significant payments in the event of an early 
termination of an interest rate swap.  See “CERTAIN RISK FACTORS—Interest Rate Swap Risks” herein.   

Investments of Agency Funds; County Pool  

State law requires that all monies of the County, school districts, and special districts be held by the 
Treasurer (Director of Finance).  Pursuant to the County Charter and subject to annual review and renewal by 
the Board of Supervisors, the Director of Finance is authorized to invest and reinvest the funds.  Agency funds, 
among other funds, are invested 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 California (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., 53635 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 
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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. Treasury notes and bills (“U.S. Treasuries”), U.S. 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 (“LAIF”), the California State investment pool.  LAIF is a diversified 
investment pool, with an average maturity of approximately one year, offering participants daily liquidity. 

The 2007 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 years; (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 year; (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 
is 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.  Pursuant to the Installment Purchase Contract, proceeds of the Series 2007 
Bonds, held by the Director of Finance in any of the funds or accounts established pursuant to the Installment 
Purchase Contract are required to be invested in “Permitted Investments” (including the County Pool) as 
defined in the Installment Purchase Contract.  See APPENDIX D—“SUMMARY OF PRINCIPAL LEGAL 
DOCUMENTS—DEFINITIONS—Permitted Investments” hereto. 
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Capital Improvement Program 

The Agency anticipates significant growth in Zone 40 and Zone 41.  In February 2005, the Agency 
approved the Zone 40 Water Supply Master Plan (“WSMP”).  The purpose of the WSMP is to provide a 
flexible plan of water management alternatives to meet projected water demands in Zone 40 through the year 
2030.  In April 2006, the Agency adopted the Water System Infrastructure Plan.  The Water System 
Infrastructure Plan includes the Zone 40 Capital Improvement Plan and its annual capital budgeting protocol.  
The Capital Improvement Plan encompasses a twenty-five year outlook, which currently includes projects with 
a projected cost of nearly $1 billion (including the 2007 Project).  The Capital Improvement Plan is updated at 
least every two years. 

From the short-term period of the current fiscal year through 2011-12, the Agency intends to construct 
or acquire about $534.6 million in major water project assets (including the 2007 Project, which has an 
estimated cost of approximately $375.22 million, including contingencies); see “THE 2007 PROJECT” 
herein).  The capital improvements planned by the Agency through fiscal year 2010-11 other than the 2007 
Project generally consist of conservation, replacement water, groundwater projects, pipeline and developer 
reimbursements. 

The Agency currently plans to fund the Zone 40 Capital Improvement Plan from the proceeds of the 
Series 2007 Bonds and through the use of current revenues.  If these sources of funds are insufficient, the 
Agency could issue additional Parity Obligations or Subordinate Obligations (subject to satisfaction of the 
requirements of the Installment Purchase Contract).  See “SECURITY AND SOURCES OF PAYMENT FOR 
THE SERIES 2007 BONDS—Installment Purchase Contract—Additional Parity Obligations” and “—
Execution of Subordinate Obligations” herein).  The Agency currently does not plan to issue additional Parity 
Obligations or Subordinate Obligations.  See APPENDIX A—“FEASIBILITY CONSULTANT’S REPORT” 
for certain information relating to major elements of the Agency’s capital improvement planning. 

Historical and Projected Financial Results 

The following table contains a summary of certain historical and projected operating results of the 
Agency with respect to Zones 40 and 41, as excerpted from the Feasibility Consultant’s Report.  The projected 
operating results are based on an assumed moderate growth rate as identified on Table 2.  See “AGENCY 
OPERATIONS - Historical and Projected Growth in Customers” herein.  The projected operating results are 
based upon a variety of assumptions, calculations and qualifications, as described in the Feasibility 
Consultant’s Report.  The Feasibility Consultant’s Report should be read in its entirety for a description of 
such assumptions, calculations and qualifications.  While the Agency and the Feasibility Consultant believe 
these assumptions to be reasonable, 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 preparation of the projected operating results, the actual results will vary from those contained in the 
Table.  See APPENDIX A—“FEASIBILITY CONSULTANT’S REPORT.” 
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Table 6 
Summary of Historical and Projected Operating Results 

(Dollars in Thousands) 
 Historical Projected

 2002-03 2003-04 2004-05 2005-06 2006-071 2007-08 2008-09 2009-10 2010-11 2011-12

 Revenue             
 Operating revenues            

 Charges for services and other op. rev.    $ 38,008  $  46,873  $50,708  $45,037  $33,192  $40,080  $56,892  $70,672  $79,607  $99,950  

 Less impact fee credits   (2,193) (2,772) (8,015) (8,594) (886) (3,639) (5,433) (6,895) (7,329)
   

(9,785)
 Total, net operating revenues   $35,815 $44,101 $42,693 $ 36,443 $32,306 $36,441 $51,459 $63,777 $72,278 $90,165  

 Non-operating revenue   943 1,321 2,375 3,873 5,143 4,981 4,988 5,054 5,004
   

5,341
 Total revenues    $36,758  $45,422  $45,068  $40,316  $37,449  $41,422  $56,447  $68,831  $77,282  $95,506  

 Maintenance and operating expenses    10,382 13,995 13,122 16,027 15,281 17,447 18,212 18,747 20,698
   

29,715

 Net revenue    $26,376  $31,427  $31,946  $24,289  $22,168  $23,975  $38,235  $50,084  $56,584  $65,791 

 Debt service             
 Debt service on Series 2003 Bonds    $ 0  $2,257  $3,238  $3,235  $3,236  $3,237  $3,238  $3,234  $3,238  $3,236  

 Less interest earned on bond reserve   0 (139) (144) (144) (140) (140) (140) (140) (140)
   

(140)
 Net debt service on Series 2003 Bonds    0 2,118 3,094 3,091 3,096 3,097 3,098 3,094 3,098 3,096  

 Net debt service on Series 2007 Bonds    0   0 0 0 0 0  8,156 22,036  22,035 22,034

 Total, debt service, net of int. on reserve fund    $0  $2,118  $3,094  $3,091  $3,096  $3,097  $11,254  $25,130  $25,133  $25,130 

 Debt service coverage2    N/A  14.84x 10.33x          7.86  7.16x 7.74x 3.40x 1.99x 2.25x
   

2.62x

1. Based on actual data through December 31, 2006. 
2. Calculated in accordance with requirements of the Installment Purchase Contract. 
Source: Feasibility Consultant’s Report 

The information in Table 6 was excerpted from the Feasibility Consultant’s Report. As described in the Feasibility Consultant’s Report, the 
information therein is based on a variety of assumptions,  calculations and qualifications, and the information in Table 6 reflects those assumptions, 
calculations and qualifications. Table 6 must be reviewed in conjunction with a review of the Feasibility Consultant’s Report in its entirety. 
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CERTAIN RISK FACTORS 

The following factors, which represent certain major risk factors, should be considered along with all 
other information in this Official Statement by potential investors in evaluating the Series 2007 Bonds.  There 
can be no assurance that other risk factors do not currently exist or will not arise at any future time due to 
changed circumstances or otherwise. 

Rate Covenant Not a Guarantee; Failure to Meet Projections 

The ability of the Agency to make the 2007 Installment Payments and thereby pay the principal of and 
interest on the Series 2007 Bonds depends on the ability of the Agency to generate Net Revenues in the levels 
required by the Installment Purchase Contract.  Although, as more particularly described herein, the Agency 
expects that sufficient revenues will be generated through the imposition and collection of fees and charges 
and other Revenues described herein, there is no assurance that such imposition of such fees, connection fees 
or other Revenues will result in the generation of Net Revenues in the amounts required by the Installment 
Purchase Contract.  The Agency’s covenant does not constitute a guarantee that sufficient Net Revenues will 
be available to make debt service payments on the Series 2007 Bonds. 

In addition, the Agency’s financial projections are based on a number of assumptions, including 
assumptions relating to future growth in the service area of Zone 40 and Zone 41.  Changes in circumstances 
could have a material adverse impact on the ability of the Agency to make the 2007 Installment Payments and 
the ability of the Authority to pay the principal of and interest on the Series 2007 Bonds. 

Construction Risk 

The actual cost of constructing the various components of the 2007 Project will depend on a variety of 
factors, including but not limited to potential rising costs or shortages of labor or materials, the discovery of 
unforeseen subsurface conditions, earthquake, flood or other natural disasters, severe weather conditions, or 
other events outside of the control of the Agency.  In addition, although the Agency is not responsible for the 
construction of the FRWA Facilities, pursuant to the FRWA JPA Agreement, it is responsible for its 
proportionate share of any cost overruns experienced by FRWA with respect to those facilities.  There can be 
no assurances that such costs will not significantly exceed the amounts projected by the Agency.  In the event 
that actual costs of the 2007 Project significantly exceed the amount projected by the Agency, such 
circumstances could have a material adverse impact on the ability of the Agency to generate Net Revenues in 
the amounts required by the Installment Purchase Contract. 

In addition, approximately 54% of the capital costs of the FRWA Facilities are payable by EBMUD 
pursuant to the FRWA Agreement.  In the event that EBMUD is unable or unwilling to make the required 
payments, there will not be sufficient funds available for the completion of the FRWA Facilities, and the 
Agency would have to make alternative arrangements for water supply, or expend significant additional 
amounts to complete the FRWA Facilities.  The expenditure of such amounts is not contemplated in the 
Projected Operating Results contained herein.  Such circumstances could have a material adverse impact on 
the ability of the Agency to generate Net Revenues in the amounts required by the Installment Purchase 
Contract. 

Statutory and Regulatory Impact  

Laws and regulations governing the treatment and delivery of drinking water are enacted and 
promulgated by government agencies on the federal, state and local levels.  Compliance with these laws and 
regulations may be costly, and, as more stringent standards are developed to protect the environment, these 
costs will likely increase.  Claims against the Agency with respect to its facilities and services could be 
significant.  Such claims are payable from assets of the Agency or from other legally available sources. 
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The Agency has identified a number of existing environmental conditions (including groundwater 
contamination in the Mather/Sunrise service area), as well as anticipated regulatory requirements, which could 
materially impact the Agency’s operations, and could require significant increases in capital and/or operating 
costs of the Agency.  See “THE AGENCY—Environmental Compliance” and APPENDIX A—
“FEASIBILITY CONSULTANT’S REPORT” herein. 

Although rates are the major source of funding for regulatory costs and the Agency has covenanted in 
the Master Installment Purchase Contract to establish such rates as are estimated to enable the Agency to make 
all 2007 Installment Payments required to be made pursuant to the Installment Purchase Contract, no assurance 
can be given that the cost of remediation of identified environmental conditions or compliance with such laws 
and regulations will not materially adversely affect the ability of the Agency to generate Net Revenues in the 
amounts required by the Agency Installment Purchase Contract and to pay the 2007 Installment Payments. 

Earthquake, Flood or Other Natural Disasters 

The potential for natural disasters to cause catastrophic damage to any urban area, including its above-
ground and below-ground water infrastructure, in California is great.  The Sacramento area is no different than 
any large metropolitan area in this regard.  The occurrence of a flood, earthquake or other natural disaster 
could result in the temporary or permanent closure of one or more components of the Agency water system.  
Certain areas in Sacramento County (outside Zone 40 and Zone 41) have been identified as being within a 100-
year flood plain.  See “THE AGENCY—Flood” herein. 

The occurrence of a flood, earthquake or other natural disaster could result in significantly increased 
costs that could materially adversely affect the ability of the Agency to operate the Water System or to 
generate Net Revenues at the levels required by the Installment Purchase Contract. 

Interest Rate Swap Risks 

The Agency will enter into the Series 2007B Swaps in connection with the sale of the Series 2007 
Bonds.  See “AGENCY OPERATIONS—Interest Rate Swaps” herein.  No determination can be made at this 
time as to the potential exposure to the Agency relating to termination payments or any non-scheduled 
payments.  The counterparty may terminate any of the swaps upon the occurrence of certain “termination 
events” or “events of default.”  The Agency may terminate any of the swaps at any time.  If either the 
counterparty or the Agency terminates any swap, the Agency may be required to make a termination payment 
to the counterparty, and there is no assurance that such payment by the Agency would not have a material 
adverse impact on its financial position.  Subject to the Installment Purchase Contract, the Agency may enter 
into additional interest rate swaps in the future. 

Certain Limitations on the Ability of the Agency to Impose Taxes, Fees and Charges 

Articles XIIIC and XIIID.  On November 5, 1996, the voters of the State approved Proposition 218, a 
constitutional initiative, entitled the “Right to Vote on Taxes Act” (“Proposition 218”).  Proposition 218 added 
Articles XIII C and XIII D to the California Constitution and contains a number of interrelated provisions 
affecting the ability of local governments, including the Agency, to levy and collect both existing and future 
taxes, assessments, fees and charges. 

Section 3 of Article XIIIC expressly extends the initiative power to give voters the power to reduce or 
repeal local taxes, assessments, fees and charges, regardless of the date such taxes, assessments, fees or 
charges were imposed.  Section 3 expands the initiative power to include reducing or repealing assessments, 
fees and charges, which had previously been considered administrative rather than legislative matters and 
therefore beyond the initiative power.  This extension of the initiative power is not limited by the terms of 
Article XIIIC to fees imposed after November 6, 1996, the effective date of Proposition 218, and absent other 
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legal authority could result in the reduction in any existing taxes, assessments or fees and charges imposed 
prior to November 6, 1996.   

“Fees” and “charges” are not expressly defined in Article XIIIC or in SB 919, the Proposition 218 
Omnibus Implementation Act enacted in 1997 to prescribe specific procedures and parameters for local 
jurisdictions in complying with Article XIIIC and Article XIIID (“SB 919”).  However, on July 24, 2006, the 
California Supreme Court ruled in Bighorn-Desert View Water Agency v. Virjil (Kelley) (the “Bighorn 
Decision”) that charges for ongoing water delivery are property related fees and charges within the meaning of 
Article XIIID and are also fees or charges within the meaning of Section 3 of Article XIIIC.  The California 
Supreme Court held that such water service charges may, therefore, be reduced or repealed through a local 
voter initiative pursuant to Section 3 of Article XIIIC. 

In the Bighorn Decision, the Supreme Court stated that nothing in Section 3 of Article XIIIC 
authorizes initiative measures that impose voter-approval requirements for future increases in fees or charges 
for water delivery.  The Supreme Court stated that water providers may determine rates and charges upon 
proper action of the governing body and that the governing body may increase a charge which was not affected 
by a prior initiative or impose an entirely new charge. 

The Supreme Court further stated in the Bighorn Decision that it was not holding that the initiative 
power is free of all limitations and was not determining whether the initiative power is subject to the statutory 
provision requiring that water service charges be set at a level that will pay debt service on bonded debt and 
operating expenses.  Such initiative power could be subject to the limitations imposed on the impairment of 
contracts under the contract clause of the United States Constitution.  Additionally, SB 919 provides that the 
initiative power provided for in Proposition 218 “shall not be construed to mean that any owner or beneficial 
owner of a municipal security, purchased before or after (the effective date of Proposition 218) assumes the 
risk of, or in any way consents to, any action by initiative measure that constitutes an impairment of 
contractual rights” protected by the United States Constitution.  However, no assurance can be given that the 
voters within the service area of the Agency will not, in the future, approve an initiative which reduces or 
repeals local taxes, assessments, fees or charges. 

Article XIIID defines a “fee” or “charge” as any levy other than an ad valorem tax, special tax, or 
assessment imposed upon a parcel or upon a person as an incident of property ownership, including a user fee 
or charge for a property-related service.  A “property-related service” is defined as “a public service having a 
direct relationship to a property ownership.”  In the Bighorn Decision, the California Supreme Court held that 
a public water agency’s charges for ongoing water delivery are fees and charges within the meaning of 
Article XIIID.  Article XIIID requires that any agency imposing or increasing any property-related fee or 
charge must provide written notice thereof to the record owner of each identified parcel upon which such fee 
or charge is to be imposed and must conduct a public hearing with respect thereto.  The proposed fee or charge 
may not be imposed or increased if a majority of owners of the identified parcels file written protests against it.  
As a result, the local government’s ability to increase such fee or charge may be limited by a majority protest. 

The Agency has complied with the applicable notice and protest procedures of Article XIIID for all 
increases in its water rates and charges and its wastewater rates and charges approved since the effective date 
of Article XIIID.  There has not been nor is there any pending challenge to any of the Agency’s fees and 
charges approved since the effective date of Proposition 218. 

In addition, Article XIIID also includes a number of limitations applicable to existing fees and charges 
including provisions to the effect that (i) revenues derived from the fee or charge shall not exceed the funds 
required to provide the property-related service; (ii) such revenues shall not be used for any purpose other than 
that for which the fee or charge was imposed; (iii) the amount of a fee or charge imposed upon any parcel or 
person as an incident of property ownership shall not exceed the proportional cost of the service attributable to 
the parcel; and (iv) no such fee or charge may be imposed for a service unless that service is actually used by, 
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or immediately available to, the owner of the property in question.  Property-related fees or charges based on 
potential or future use of a service are not permitted. 

The Agency believes that it has complied with the requirements of Proposition 218 with respect to the 
charges that it currently imposes.  Such compliance included mailing of notices to affected property owners in 
connection with the most recent adjustment of monthly service charges on February, 2007.  The Agency 
reports that approximately less than 0.3% of the affected property owners objected to the proposed adjustment.   

Pursuant to the Installment Purchase Contract, the Agency has covenanted that it will at all times fix, 
prescribe and collect rates, fees and charges for the services it provides during each Fiscal Year which are 
reasonably fair and nondiscriminatory and which are estimated to yield Adjusted Annual Net Revenues for 
such Fiscal Year equal to at least the Coverage Requirement for such Fiscal Year.  The Agency may make 
adjustments from time to time in such fees and charges and may make such classification thereof as it deems 
necessary, but shall not reduce the rates, fees and charges then in effect unless the Adjusted Annual Net 
Revenues from such reduced rates, fees and charges are estimated to be sufficient to meet the requirements of 
the Rate Covenant.  See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2007 BONDS—
The Installment Purchase Contract—Rate Covenant; Collection of Rates and Charges” herein.  In the event 
that proposed increased service charges cannot be imposed as a result of a majority protest or an initiative, 
such circumstances may adversely affect the ability of the Agency to generate revenues in the amounts 
required by the Installment Purchase Contract, and to make 2007 Installment Payments under the Installment 
Purchase Contract and accordingly provide sufficient amounts for the payment of principal and interest on the 
Series 2007 Bonds. 

THE AUTHORITY 

The Authority was formed pursuant to a Joint Exercise of Powers Agreement, dated as of May 1, 
2003, between the County of Sacramento (the “County”) and the Agency pursuant to the provisions of the JPA 
Act.  The Authority was formed for the purpose of facilitating the financing of the acquisition and/or 
construction of real and personal property in and for the service area of the Agency and the County and to 
assist the Agency in financing major capital improvements.  Under the Joint Exercise of Powers Agreement 
and the JPA Act, the Agency has no liability for the Series 2007 Bonds, but is liable for the payment of the 
2007 Installment Payments from Net Revenues. 

The Authority shall continue in existence so long as any obligation of the Authority remains unpaid or 
any Authority bonds are outstanding. 

ABSENCE OF LITIGATION 

There is no controversy or litigation of any nature now pending or threatened restraining or enjoining 
the issuance 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 or the Authority taken with respect to the execution, delivery or sale 
thereof. 

In addition, there is no litigation pending or threatened against the Agency or the Authority which, in 
the opinion of the County Counsel, would materially adversely affect the Water System, the financial condition 
of the Agency or the sources of payment for the 2007 Installment Payments. 

CONTINUING DISCLOSURE 

The Agency, has covenanted for the benefit of the holders and beneficial owners of the Series 2007 
Bonds to provide the Annual Report, containing certain financial information and operating data relating to the 
Agency, by not later than seven months following the end of the Agency’s Fiscal Year (presently June 30), 
commencing January 31, 2008 with the report for Fiscal Year 2006-07, and to provide notices of the 
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occurrence of certain enumerated events, if material.  The Annual Report will be filed by the Agency with each 
Nationally Recognized Municipal Securities Information Repository.  The notices of material events will be 
filed by the Agency with the Municipal Securities Rulemaking Board.  The specific nature of the information 
to be contained in the Annual Report and the notice of material events is set forth in APPENDIX E—“FORM 
OF AGENCY CONTINUING DISCLOSURE CERTIFICATE” hereto.  These covenants have been made in 
order to assist the Underwriters in complying with S.E.C. Rule 15c2-12(b)(5).  The Agency has not failed to 
comply in any material respect with its continuing disclosure obligations in connection with the Series 2003 
Bonds.

TAX MATTERS 

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel to the Authority (“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 2007 Bonds, is excluded from gross income for federal income tax purposes under Section 103 of 
the Internal Revenue Code of 1986 (the “Code”) and is exempt from State of California personal income taxes.  
Bond Counsel is of the further opinion that interest on the Series 2007 Bonds is not a specific preference item 
for purposes of 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 2007 Bonds is less than the amount to be 
paid at maturity of such Series 2007 Bonds (excluding amounts stated to be interest and payable at least 
annually over the term of such Series 2007 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 2007 Bonds which is 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 2007 
Bonds is the first price at which a substantial amount of such maturity of the Series 2007 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 2007 Bonds accrues daily over the term to maturity of such Series 2007 Bonds on the basis of a constant 
interest rate compounded semiannually (with straight-line interpolations between compounding dates).  The 
accruing original issue discount is added to the adjusted basis of such Series 2007 Bonds to determine taxable 
gain or loss upon disposition (including sale, redemption, or payment on maturity) of such Series 2007 Bonds.  
Beneficial owners of the Series 2007 Bonds should consult their own tax advisors with respect to the tax 
consequences of ownership of Series 2007 Bonds with original issue discount, including the treatment of 
beneficial owners who do not purchase such Series 2007 Bonds in the original offering to the public at the first 
price at which a substantial amount of such Series 2007 Bonds is sold to the public. 

Series 2007 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 Series 2007 
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 Series 2007 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 Series 2007 Bond, will be reduced by the amount of amortizable bond 
premium properly allocable to such beneficial owner.  Beneficial owners of Premium Series 2007 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 2007 Bonds.  The 
Authority and the Agency have made certain representations and covenanted to comply with certain 
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restrictions, conditions and requirements designed to ensure that interest on the Series 2007 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 2007 Bonds being included in gross income for federal income 
tax purposes, possibly from the date of original issuance of the Series 2007 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 2007 Bonds may adversely affect the value of, or the tax status of interest on, the Series 
2007 Bonds. 

Although Bond Counsel is of the opinion that interest on the Series 2007 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 2007 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 2007 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.  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 2007 Bonds.  Prospective purchasers of the Series 2007 Bonds should consult their own tax 
advisers regarding any pending or proposed federal or state 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 
2007 Bonds for federal income tax purposes.  It is not binding on the Internal 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 Authority or 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 Authority and the Agency 
have covenanted, however, to comply with the requirements of the Code. 

Bond Counsel’s engagement with respect to the Series 2007 Bonds ends with the issuance of the 
Series 2007 Bonds, and, unless separately engaged, Bond Counsel is not obligated to defend the Authority, the 
Agency or the beneficial owners regarding the tax-exempt status of the Series 2007 Bonds in the event of an 
audit examination by the IRS.  Under current procedures, parties other than the Authority, 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 
Authority or the Agency legitimately disagrees, may not be practicable.  Any action of the IRS, including but 
not limited to selection of the Series 2007 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 2007 
Bonds, and may cause the Authority, the Agency or the beneficial owners to incur significant expense. 

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 verified 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 Refunded Bonds on their respective payment and redemption dates, and 
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(ii) the computation of yield on the Series 2007 Bonds and escrow securities to be acquired under the Indenture 
in connection with the refunding of the Refunded Bonds. 

APPROVAL OF LEGALITY 

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 Authority.  A complete copy of the 
proposed form of Bond Counsel Opinion is contained in Appendix F hereto.  Certain legal matters will be 
passed upon for the Underwriters by Ronald E. Lee, Attorney at Law, Davis, California, for the Authority and 
the Agency by the Sacramento County Counsel, Sacramento, California and for the Agency by its Disclosure 
Counsel, Stradling Yocca Carlson & Rauth, a Professional Corporation.  Counsel to the Underwriters and 
Bond Counsel take no responsibility for the accuracy, completeness or fairness of this Official Statement. 

RATINGS

Moody’s Investors Service has assigned the Series 2007 Bonds a rating of “Aaa” and Standard & 
Poor’s Ratings Group have assigned the Series 2007 Bonds a rating of “AAA”, with the understanding that, 
upon delivery of the Series 2007 Bonds, the Policy will be issued by the Insurer.  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, 99 Church Street, New York, New York 10017 and Standard & Poor’s Ratings Group, 55 
Water Street, New York, New York 10041.  Certain information was supplied by the Authority and the 
Agency to such rating agencies to be considered in evaluating the Series 2007 Bonds.  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. 

UNDERWRITING 

Bear, Stearns & Co. Inc. and Stone and Youngberg LLC have agreed, subject to certain conditions, to 
purchase the Series 2007A Bonds at a price of $196,154,615.59 (consisting of the aggregate principal amount 
of the Series 2007A Bonds of $184,500,000 plus original issue premium of $12,406,872.50 less $752,256.91 
of Underwriters’ discount).  Bear, Stearns & Co. Inc. has agreed, subject to certain conditions, to purchase the 
Series 2007B Bonds at a price of $228,003,184.75 (consisting of the aggregate principal amount of the Series 
2007B Bonds of $228,920,000 less $916,815.25 of Underwriter’s discount).  The Purchase Contracts relating 
to each series of Series 2007 Bonds provides that the respective Underwriter or Underwriters of such series of 
Series 2007 Bonds will purchase all such series of Series 2007 Bonds if any are purchased.  The Series 2007 
Bonds may be offered and sold by the Underwriters to certain dealers and others at prices lower than such 
public offering price, and such public offering price may be changed, from time to time, by the Underwriters. 

FINANCIAL ADVISOR 

First Southwest Company is employed as Financial Advisor to the Agency in connection with the 
issuance 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, 
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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. 

INDEPENDENT AUDITOR 

The audited financial statements of the Agency for the fiscal years ended June 30, included in 
Appendix B to this Official Statement, have been examined by Macias Gini & O’Connell LLP, California, 
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 have not been asked to review or update the 
report.
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MISCELLANEOUS

Included herein are brief summaries of certain documents and reports, which summaries do not 
purport to be complete or definitive, and reference is made to such documents and reports for full and complete 
statements of the contents thereof.  Any statements in this Official Statement involving matters of opinion, 
whether or not expressly so stated, are intended as such and not as representations of fact.  This Official 
Statement is not to be construed as a contract or agreement between the Authority, the Agency and the 
purchasers or owners of any of the Series 2007 Bonds. 

The execution and delivery of this Official Statement has been duly authorized by the Authority and 
the Agency. 

SACRAMENTO COUNTY WATER FINANCING 
AUTHORITY 

By: ___________/s/Don Nottoli_______               _______
Chair

By:___________/s/Susan Purdin_____________________
Chief Financial Officer 

SACRAMENTO COUNTY WATER AGENCY 

By: __________/s/Don Nottoli ______________________
Chair of the Board of Directors 

By: __________/s/Susan Purdin _____________________ 
Chief Financial Officer 



[THIS PAGE INTENTIONALLY LEFT BLANK]



APPENDIX A 

FEASIBILITY CONSULTANT’S REPORT



[THIS PAGE INTENTIONALLY LEFT BLANK]



SACRAMENTO COUNTY 

WATER AGENCY 

Feasibility Report for
Sacramento County Water
Financing Authority
Series 2007 Revenue Bonds 
(Sacramento County Water Agency 
Freeport Project)

April 2007



[This page intentionally left blank] 



April 17, 2007 

Sacramento County Water Agency and  
Sacramento County Water Financing Authority 
827 7th Street, Room 301 
Sacramento, California  95814 

Attention:  Mr. Keith DeVore, Director 
 Sacramento County Department of Water Resources 

Subject: Feasibility Report for 2007 Revenue Bonds 

Ladies and Gentlemen: 

Sacramento County Water Agency provides water service to residences and 
businesses within unincorporated areas of Sacramento County, the City of Elk Grove 
and portions of the City of Rancho Cordova.  Sacramento County Water Financing 
Authority is a partner of SCWA for the purpose of financing major capital 
improvements. 

The Water Financing Authority intends to borrow approximately $359 million, 
plus financing costs, through the issuance of 2007 Bonds to finance capital costs of or 
related to the Freeport Regional Water Project.  Facilities financed by the 2007 Bonds 
include SCWA’s share of the capital costs of regional facilities to be owned by the 
Freeport Regional Water Authority, and SCWA-owned facilities to treat and convey 
treated water from the regional facilities to SCWA customers. 

MWH Americas, Inc. has performed a feasibility study to review and assess 
SCWA plans, facilities and practices as well as customer and financial information 
and projections.  We conclude from our investigations that the proposed 2007 Bonds 
are financially feasible.  Our findings and professional opinions are included in the 
Feasibility Report attached herewith.

Thank you for the opportunity to be of service to SCWA and SCWFA. 

Respectfully submitted, 
MWH AMERICAS, INC.

Richard W. Howell, P.E. Michael B. Watson, P.E. 
Project Manager Vice President 

3321 Power Inn Road Tel:  916 924 8844 Delivering Innovative Projects and Solutions Worldwide
Suite 300 Fax: 916 924 1136 
Sacramento, California 
95826-3889
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Executive Summary 

STUDY PURPOSES 

Sacramento County Water Financing Authority (“SCWFA”) intends to issue revenue 
bonds in the spring of 2007.  These bonds are referred to as the “2007 Bonds” in this 
Feasibility Report.  Sacramento County Water Agency (“SCWA”) will make payments to 
SCWFA to purchase from SCWFA the facilities financed by the 2007 Bonds.  The 
SCWA purchase payments will equal SCWFA’s debt service payments. 

The purposes for preparing the Feasibility Report are: 

To provide an independent review of SCWA’s water business, operations, facilities 
and plans; 

To make projections of customers and financial data; and  

 To evaluate and formulate professional opinions about the reasonableness of the: 

capital project needs, costs, schedules and compliance with environmental 
regulations and laws, and 

capability to generate sufficient revenue to meet operating expenses, support debt 
service on the 2007 Bonds and meet debt service coverage covenants for parity 
bonds including the 2007 Bonds and outstanding Series 2003 bonds. 

PROJECT DRIVERS AND THE NEED FOR CAPITAL 

Customer growth is the principal driver of the need for additional water assets.  
Population and the number of residences and businesses in the SCWA service area have 
grown significantly over the last two decades and growth is anticipated to continue.  
Growth generates additional demand for water.  SCWA has made regional commitments 
to a “conjunctive use” of water resources, where both groundwater and surface water are 
used conjunctively to serve customers.  The 2007 Bonds will finance SCWA’s share of 
new regional surface water supply facilities that will meet projected water demand in the 
SCWA service area, conjunctively with existing groundwater supplies and facilities, for 
many years.   

The new water supply facilities mentioned above are known as the Freeport Regional 
Water Project, a major regional surface water diversion, treatment and water transmission 
project.  The new surface water supply will increase managerial flexibility to optimize 
water resources as well as serve to meet increased water demand. 
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Executive Summary 

SCWA and the East Bay Municipal Utility District1 (“EBMUD”) formed a joint powers 
authority named the Freeport Regional Water Authority (“FRWA”) to develop the 
Freeport Regional Water Project.  Freeport Regional Water Project facilities will include 
a diversion structure to withdraw water from the Sacramento River and pumping and 
pipeline facilities to convey water to both SCWA and to EBMUD.  The Project will also 
include facilities that will be exclusively used by SCWA, and facilities that will be 
exclusively used by EBMUD.

The capital costs of the diversion structure, pumping and pipeline facilities that will serve 
both SCWA and EBMUD will be shared by both agencies, based on fixed capacity 
allocations in the FRWA documents.  Operations and maintenance (“O&M”) costs of 
shared facilities will also be divided between SCWA and EBMUD, based on pro rata 
quantities of water delivered and capacity allocations.  Pipelines that deliver water only 
to SCWA will be paid fully by SCWA, and pipelines and other facilities that deliver 
water only to EBMUD will be paid fully by EBMUD.  A new water treatment plant 
(“WTP”), named the Vineyard Surface WTP, will serve only SCWA and will be paid 
fully by SCWA.  In addition to these Freeport Regional Water Project facilities, SCWA 
will build a pipeline from the Vineyard Surface WTP to connect with existing SCWA 
water distribution pipeline facilities in SCWA’s Central Service Area (“CSA”).  The 
capital cost of the CSA Treated Water Pipeline will be paid fully by SCWA.  The CSA 
Treated Water Pipeline and Additional Contingency Allowance associated with the 
SCWA share of the costs of the Freeport Regional Water Project facilities are not part of 
the Freeport Regional Water Project, per se, but constitute necessary SCWA capital 
requirements in order for the Freeport Regional Water Project facilities to be connected 
to the SCWA water distribution pipeline network and to provide benefit to SCWA 
customers.   

The Freeport Regional Water Project will have a capacity to withdraw up to 185 million 
gallons per day (“mgd”) of water from the Sacramento River.  The capacity is subscribed 
by agreement as follows:  85 mgd for SCWA and 100 mgd for EBMUD.  SCWA’s share 
of the development and construction cost of Freeport Regional Water Project facilities 
shared with EBMUD is allocated proportionately (85/185), or approximately 46 percent.  
SCWA’s share of the cost of Freeport Regional Water Project facilities that will be used 
solely by SCWA (and therefore not shared with EBMUD) is 100 percent.  SCWA has no 
obligation to pay for Freeport Regional Water Project facilities that will be used 
exclusively by EBMUD.

The estimated total capital cost of the Freeport Regional Water Project is approximately 
$1 billion.  The estimated capital cost of SCWA’s share of the Freeport Regional Water 
Project facilities, including the Vineyard Surface WTP, will be approximately 
$343 million over the short term period including fiscal years (“FY”)2 2006-07 through 
2011-12. (See Tables ES-2 and 4-2).  The 2007 Bonds will finance all of this estimated 

1 EBMUD serves about 1.2 million customers on the eastern side of San Francisco Bay in Alameda and 
Contra Costa Counties.
2 SCWA’s fiscal years (“FY”) include July 1st through June 30th of the subsequent calendar year (“CY”). 
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capital cost, plus a portion of the CSA Treated Water Pipeline and an additional 
contingency reserve mentioned above. 

An overview map of the Freeport Regional Water Project is shown in Figure ES-1.  The 
jointly used facilities and the SCWA exclusive facilities are located within the oval near 
the top of the map.   

Figure ES-1 

Freeport Regional Water Project Overview Map 

[Map courtesy of FRWA; oval added for emphasis.] 

Repayment of the 2007 Bonds will be derived from net revenues of SCWA’s Zone 40 
and Zone 41 customers.  SCWA has additional zones but the facilities financed by the 
2007 Bonds will not benefit other zones and no revenue from other zones will be 
available for debt service of the 2007 Bonds.

SUMMARY OF FINANCIAL FEASIBILITY ANALYSES 

A project is considered financially feasible if reasonable projections of revenues, 
expenses, capital requirements and debt service result in consistently adequate net 
revenues to meet the debt service coverage covenant without reducing reserve funds 
below acceptable levels.  The analyses to evaluate these factors for the purpose of 
determining financial feasibility include: 

Customer Growth 
Water System Capital Planning  
Construction Financing 
Revenues and Expenses 
Rate and Fees 
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Results of Operations 
Sensitivity of Results to Changes in Growth 

These subjects are summarized in the following paragraphs.  

Customer Growth 

SCWA serves unincorporated parts of the County of Sacramento (the “County”), the City 
of Elk Grove and portions of the City of Rancho Cordova.  Local, regional and state 
planners predict that land development and growth within the area will continue, 
although at lower rates than in the past several years.  Feasibility consultant MWH 
Americas, Inc. (“MWH”) shares this general opinion, although our projections of growth 
are slightly lower than those of other planners.

At the close of FY 2005-06 SCWA served 49,221 accounts3, including both retail and 
wholesale accounts4. Figure ES-2 shows the annual increase in new accounts since 
FY 1990-91.

Figure ES-2 

SCWA History of Annual Increase in Accounts  
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Figure ES-2 shows that the highest annual increase in accounts occurred in 2004-05 
(4,911 new accounts) and the lowest was in 1993-94 (834 new accounts).  The average 
over the period shown in the graph is an increase of 2,600 new accounts per year; 
however the average over the most recent five years was an increase of 4,484 new 
accounts per year.

Growth of new accounts in 2005-06 was less than in the previous year (4,030 and 4,911 
respectively).  Of the 4,030 new accounts, 3,810 were retail and 220 were wholesale 

3 Includes SCWA Zone 40 and Zone 41 accounts only.  Zones are discussed later in this Feasibility Report.
4 3,960, or approximately 8 percent, of SCWA accounts are wholesale accounts with retail service provided 
by different water purveyors.  The balance are retail accounts served by SCWA. 
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accounts.  The slowdown in 2005-06 reflected a downturn in home buying that experts 
believe is cyclical and will be short-lived5.  In the first half of 2006-07 (July through 
December 2006) SCWA had 1,926 new accounts:  1,901 retail and 25 wholesale.  These 
data indicate that SCWA may likely have more than 3,000 new accounts in 2006-07. 

As indicated in Figure ES-2, growth in 2005-06 was the lowest since 2001-02.  Despite 
this, 2005-06 still had more growth (more new accounts) than any year prior to 2001-02.  
Roughly, in every other year there have been years with fewer new accounts than the 
year immediately preceding, but overall the number of accounts SCWA serves has been 
steadily increasing, as shown in Figure ES-3.  Figure ES-3 includes the overall number 
of SCWA accounts served each year over the same time frame as Figure ES-2.   

Figure ES-3

SCWA Total Accounts History 
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Figure ES-3 shows relatively steady growth over the last sixteen years.

Sunrise Douglas 

One factor that may affect growth projections is the Sunrise Douglas development.  In 
February 2007 the California Supreme Court decided that the environmental 
documentation was inadequate for development in the Sunrise Douglas specific plan area 
within SCWA.  The Sunrise Douglas development is projected to include about 20,000 
homes at build-out and as of December 31, 2006, 1,216 SCWA water accounts have been 
established within Sunrise Douglas since 2004 when construction began in the 
development.  

It is the opinion of MWH that the demand for residential units in SCWA in the next few 
years will be absorbed into other development projects within SCWA (that is, with no 
appreciable reduction in demand for housing Agency-wide) if Sunrise Douglas becomes 
unavailable to accommodate housing demand due to the environmental documentation 

5 This is described in Section 3. 
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and permits situation.  However, to be conservative for revenue planning purposes, our 
forecast of new water accounts to be realized in SCWA, agency-wide, takes into account 
potential reduced housing demand associated with the Sunrise Douglas situation.  

SCWA operating revenues are derived principally from two sources, developer impact 
and connection fees6 and monthly service charges for the sale of water.  The number of 
accounts directly relates to production of monthly service charge revenue, as discussed 
later in this report.  Revenue from Water Development Fees and connection fees is 
generated when building permits are granted.  Typically, the time frame from when a 
property is issued a building permit to when the property is occupied and becomes an 
SCWA water service account is six to nine months.  Table ES-1 shows the number of 
new accounts and the number of permits in recent years.  

Table ES-1 shows that in 2002-03 and 2003-04 more construction permits were issued 
than new accounts established, resulting in Water Development Fee revenue above what 
might be predicted based on the number of new SCWA water accounts in 2002-03 and 
2003-04.  In 2004-05 and 2005-06 the number of new permits was lower than the number 
of new accounts, implying that some new property owners purchased from existing 
inventory of built but unoccupied buildings.  Water Development Fee revenue was 
therefore lower in 2004-05 and 2005-06 than what might be predicted based on number 
of new accounts alone.  Because of the variable relationship between the numbers of new 
accounts and new permits per year, growth for revenue planning purposes is forecast 
based on projected numbers of accounts, coupled with revenue production adjustments to 
account for the variability of numbers of permits issued, and other factors, as discussed in 
Section 6. 

Table ES-1

SCWA New Accounts and Permits 

Ratio of Permits
Year Accounts Permits to Accounts

2001-02 4,604       4,021       87.3%
2002-03 4,233       5,161       121.9%
2003-04 4,643       5,466       117.7%
2004-05 4,911       4,117       83.8%
2005-06 4,030       2,471       61.3%

Moving forward, three growth scenarios have been forecast.  All three scenarios 
contemplate a two year easing in new accounts for 2006-07 and 2007-08 due to some 
slowing of housing sector growth and an additional reduction in new accounts based on 
the conservative assumption that the Sunrise Douglas situation will have an effect on 

6 SCWA’s developer impact fees are termed “Water Development Fees” and are so referenced in the body 
of this report.  SCWA also charges connection fees to reimburse SCWA direct costs of connecting 
buildings to the SCWA water system. 
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housing demand during that period.  Growth is expected to resume more typical growth 
patterns after the two year period.

The Moderate (expected) growth scenario contemplates that annual growth will be 
1,000 new accounts in 2006-07, reaching 2,500 new accounts per year by 2009–10, 
followed by increasing annual growth as explained in Section 3.

The Lower growth scenario contemplates that annual growth will be 1,000 new 
accounts in 2006-07, but only reaching 1,500 new accounts per year by 2009–10, 
followed by increasing annual growth as explained in Section 3. 

The Higher growth scenario contemplates that annual growth will be 1,250 new 
accounts in 2006-07, reaching 3,150 new accounts per year by 2009–10, followed by 
increasing annual growth as explained in Section 3. 

For financial planning purposes, the Moderate growth scenario is assumed.  In the last 
sixteen years there have only been two years with annual growth less than 1,000 new 
accounts and only one year out of the most recent seven years had less than 2,500 new 
accounts.  The Moderate growth scenario includes lower rates of annual growth than as 
indicated by projections of local, regional and state planners.

The Moderate growth scenario figures of 1,000 and 2,500 new accounts per year 
mentioned above are less than the average of the last 16 years and are less than the 
expected number of new accounts for 2006-07 mentioned above.  The growth assumption 
is conservative with respect to revenue from product sales and is reflective of a lower 
number of permits, which affects income from Water Development Fees.   

Water System Capital Planning 

MWH is of the opinion that SCWA has a thorough and effective capital planning process.
To meet SCWA’s objective to provide an adequate level of service to its customers with 
increasing demand for water, SCWA annually updates its short term capital budget and 
updates its capital improvement plan outlook approximately every other year.  SCWA 
also participates in a number of regional water planning organizations.  These regional 
water planning organizations have agreed that water purveyors should develop new 
surface water supplies and conjunctively use both groundwater and surface water to 
achieve better resource efficiency.  The Freeport Regional Water Project, a surface water 
project, has moved forward as an important feature of regional plans for conjunctive use 
of the area’s water resources and constitutes the major feature of SCWA’s capital 
improvement planning for the near future. 

Table ES-2 summarizes SCWA’s short and long-term capital improvement program 
(“CIP”)7.  The table does not include all of SCWA’s projected capital requirements; it 
includes only the projects included in SCWA’s long term plan documents.  Other capital 
requirements are addressed subsequently in this Executive Summary and in Section 4.  

7 This CIP is for Zone 40 facilities.  See Section 4.
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Table ES-2

SCWA Short and Long Term CIP 

($000s)8

CIP Element 6-Year 25-Year

Conservation 7,602$       10,490$     
Replacement Water Projects 4,744 5,183         
SCWA Constructed Pipeline Projects 34,194       181,969     
Developer Reimbursements 8,700         36,250       
Groundwater Projects 51,458       199,890     
Recycled Water Projects 5,455         17,513       
SCADA 1,777 3,882         
Other 2,797 4,088         
Surface Water Acquisition 11,621 48,212       
Freeport Project 145,660 145,660     
Vineyard Surface WTP 197,703 272,396     
CSA Treated Water Pipeline 9,090 9,090       

Total, SCWA CIP 480,801$  934,623$

Table Notes:
“6-Year” includes 2006-07 through 2011-12.  “25-Year” includes 2006-07 through 2030-31. 
(a)  The “Freeport Project” row includes the SCWA cost of shared Freeport Regional Water 

Project facilities and of Freeport Regional Water Project facilities to be exclusively used by 
SCWA.   

(b) The Vineyard Surface WTP is a project included in the Freeport Regional Water Project but 
is shown separately here and in some planning documents.  

(c) The total SCWA CIP shown includes SCWA Zone 40 master planned projects and does not 
include any projects included in any of the other SCWA zones.  

During the six year period 2006-07 through 2011-12, SCWA intends to construct or 
acquire about $480 million in major water assets, and almost that much again over the 
balance of the 25 year planning period.  The bolded rows include costs that will be 
partially funded by the 2007 Bonds, which total $352 million for the first six years.  All 
of the Freeport Project, including the Vineyard Surface WTP and the CSA Treated Water 
Pipeline (which is not a part of the Freeport Regional Water Project but is a necessary 
extension of it) will be completed by the end of 2010-11.  The capital requirement to 
build the 50 mgd Vineyard Surface WTP is shown in the 6-year column to be 
$198 million.  The incremental amount needed for the future plant expansion is about 
$75 million, as indicated by the difference between the 25 year cost and the 6 year cost.  
The expansion is anticipated to occur in approximately 15 to 20 years, depending on 
future growth and increased demand for water. 

Construction cost escalation has been an important issue in recent years.  Costs of 
structural steel, concrete, wood products, fuel oil, energy, piping and other materials have 
escalated dramatically over the past two years.  In November 2006 construction bids for 

8 “$000s” means thousands of dollars. 
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the portion of the Freeport Regional Water Project consisting of a diversion structure 
were opened and the low bid was about 30 percent higher than the engineer’s estimate.  
Because of price volatility associated with construction projects, MWH has 
recommended to SCWA that an Additional Contingency Allowance in the amount of 
$22.8 million be incorporated into the capital planning process associated with the 
Freeport Regional Water Project and related facilities.  The Additional Contingency 
Allowance is not included in Table ES-2 but is included in the capital requirement and 
will be funded by the 2007 Bonds.

Construction Financing 

A financing plan was developed to identify how the 6-year capital requirement would be 
met.  A summary of the sources and uses of capital funds is shown in Table ES-3.  The 
6-year capital requirement includes the CIP total (from Table ES-2) plus several other 
capital needs identified in Table ES-3 and discussed in Section 4.  The Additional 
Contingency Allowance mentioned above to provide for unexpected cost increases is 
included in Table ES-3.  Including contingency amounts, the total capital need 
anticipated over the next six years has been determined to be $535 million.  To fund 
these needs, SCWA will use a Proposition 50 (“Prop. 50”) regional water supply grant 
from the State of California9, the remaining proceeds of the 2003 Bonds, proceeds of the 
2007 Bonds and internally generated funds. Table ES-3 shows net proceeds required of 
the 2007 Bonds for construction and acquisition of the identified projects to be about 
$359 million.  

Table ES-3

SCWA Sources and Uses of Capital Funds, 2006-07 through 2011-12 

($000s)
Capital uses

SCWA CIP (Zone 40) 480,801$    
Additional Contingency Allowance 22,768        
Zone 40 ancillary capital costs 870             
Zone 41 capital outlay 10,303        
Zone 41 const'n & equip. 19,861       

Total uses 534,603$   

Capital sources 
Prop. 50 grant 4,935$        
Proceeds of 2003 Bonds 5,232          
2007 Bonds 359,054      
Internally generated funds 165,382     

Total capital sources 534,603$   

9 The Prop. 50 grant was applied for by FRWA and FRWA has received notice of award from the State.  
The amount shown is SCWA’s portion of the expected grant proceeds as determined by FRWA. 
Additional grants will likely be available in subsequent years.
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The relationship between the Freeport Regional Water Project and related capital costs 
show in boldface in Table ES-2 and the proceeds of the 2007 Bonds shown in Table ES-3 
is summarized in Table ES-4.

Table ES-4

SCWA 2007 Bonds Proceeds Required 

($000s)
SCWA share of Freeport Regional Water Project cost 145,660$
Vineyard Surface WTP (Phase I) 197,703
CSA Treated Water Pipeline 9,090
Additional Contingency Allowance 22,768

Subtotal 375,221$
Less applied sources

Prop. 50 grant 4,935$
Proceeds of 2003 Bonds 5,232
Internally generated funds 6,000

Subtotal 16,167$

Net proceeds required 359,054$

The other capital uses (capital requirements) included in Table ES-3 but not shown in 
Table ES-4 are pay-as-you-go construction requirements to be paid with internally 
generated funds and are not funded by the 2007 Bonds.

Debt Service

The 2007 Bonds are assumed to be sold in the 4th quarter of FY 2006-07 with payments 
beginning in FY 2007-08.  The 2007 Bonds were estimated for the purposes of this 
Feasibility Report to include approximately 18 months of capitalized interest.  Interest 
due in 2007-08 and the first half of 2008-09 will be made from bond proceeds.  Interest 
paid in the second half of 2008-09 will be made from net revenues, with principal 
payments deferred until 2009-10.  Annual debt service amounts were provided by Bear 
Stearns & Co. Inc., the lead underwriter for the sale of the 2007 Bonds. 

The 2007 Bonds will be issued at parity with the 2003 Bonds. Table ES-5 shows six 
years of estimated net debt service for both series of bonds, net of interest earned on the 
bond reserve.

For this Feasibility Report MWH did not assume any refunding of 2003 Bonds.  If 
existing bonds are refunded we assume that resulting net debt service on the 2003 bonds 
would be lower than as shown in Table ES-5 and that the refunding would result in 
higher projected net revenues and higher debt service coverage.
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Table ES-5

Projected Net Debt Service on SCWA Parity Bonds 

($000s)

2006-07 2007-08 2008-09 2009-10 2010-11 2011-12

Net debt service on 2003 Bonds 3,096$ 3,097$       3,098$ 3,094$ 3,098$       3,096$
Net debt service on 2007 Bonds 0                0                8,156 22,036       22,035 22,034

Total debt service 3,096$  3,097$       11,254$  25,130$  25,133$  25,130$

Note:  Table ES-5 includes estimated net debt service and does not account for potential refunding of 2003 Bonds. 

Revenues and Expenses 

SCWA revenues and expenses were evaluated and projected over a six year period.   

Principal sources of revenue include: 

Interest earned on unrestricted fund balances10;

Zone 40 Water Development Fee net income11 and monthly service charge income; 

Zone 41 Connection Fee income (payment for hook-up to system) and monthly  
service charge income; and  

Wholesale water sold to retail water agencies. 

Revenues by Zone 

SCWA revenue to be used to repay the 2007 Bonds is derived from two SCWA benefit 
zones – Zone 40 and Zone 41.  The two zones have nearly identical boundaries and most 
of the approximately 50,000 SCWA water customer accounts are located within both 
zones.  A few thousand Zone 40 customers are not located within Zone 41 and a few 
thousand Zone 41 customers are not in Zone 40.  The water rate and fee tariffs for the 
two zones are not identical, so the zone designations are relevant for customer projections 
and operating revenue projections.

Revenue required of water rates and fees were determined by projecting expenses and 
capital requirements (including pay-as-you-go capital project costs and debt service) over 
the six year period.

Principal expenses include: 

10 Unrestricted funds include the Zone 40 and Zone 41 operating funds.  Interest on the Bond Reserve Fund 
securing the 2003 Bonds and the 2007 Bonds is used for debt service and thus to compute net debt service 
for coverage calculation.  It is not available to offset expenses of operations.
11 SCWA allows developers to construct major water facilities and to count developer-built water facility 
value as credit against cash payment of Water Development Fees.  SCWA receives less cash revenue but 
does not incur the cost of constructing the assets.
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Direct O&M costs including labor, electricity, chemicals, facilities repair, purchased 
water, professional services, etc. 

Indirect expenses including payment to other agencies, etc. 

Expenses were forecast by MWH using industry-typical cost escalation factors.  SCWA 
has made detailed O&M cost projections.  MWH found the SCWA projections were 
reasonable and the SCWA O&M projections were used in the net revenue analysis.   

Rate and Fees 

Table ES-6 shows the monthly service charge projection for Zone 40 and Zone 41 
customers. Table ES-7 shows the Water Development Fee and Connection Fee 
projections for the two zones.

Table ES-6

SCWA Monthly Service Fee Projection 

Effective Date (Mon 'Yr)

Jul '07 Jul '08 Jul '09 Jul '10 Jul '11 Jul '12

Zone 40 component
Additional service charge 4.00$      4.00$      4.00$      4.00$      4.00$      0.00$       
Service charge, eoy 12.47$    16.47$    20.47$    24.47$    28.47$    28.47$     

Zone 41 component
Additional service charge 3.00$      3.00$      3.00$      3.00$      3.00$      0.00$       
Service charge, eoy 23.33$    26.33$    29.33$    32.33$    35.33$    35.33$     

The current Zone 40 monthly service charge is $8.47 and the Zone 41 monthly service 
charge is $20.33.  Table ES-6 shows the months the projected charges will become 
effective.  For example a $4.00 increase in the Zone 40 service charge will become 
effective July 1, 2007. 

Table ES-6 shows that monthly service rates are projected to have annual increases of 
$4.00 per month in Zone 40 and $3.00 per month in Zone 41 in each of the next five 
years.  The SCWA Board has approved and enacted the rate adjustments to become 
effective in July of 2007 and July of 2008.  The approvals conform with California 
Proposition 21812 (“Prop. 218”) requirements.  Subsequent rate increases must also 
conform to Prop. 218 requirements. 

12 Prop. 218, the Right to Vote on Taxes Act, is codified at Articles XIIIA, XIIIB, XIIIC and XIIID of the 
California Constitution. 
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Table ES-7

SCWA Water Development Fee and Connection Fee Projection 

Effective Date (Mon 'Yr)

Zone 40 Water Development Fee Mar '07 Sep '07 Mar '08 Mar '09 Mar '10 Mar '11 Mar '12

Additional Board Enacted amount 600$       600$       0$           0$           0$              0$              
ENR index adjustment 693         813         864         918            976           

Adjusted fee 11,004$  11,604$  12,897$  13,710$  14,573$ 15,492$     16,468$     

Zone 41 Water Connection Fee Mar '07 Mar '08 Mar '09 Mar '10 Mar '11 Mar '12

Additional Board Enacted amount 0$           0$           0$           0$           0$              0$              
Cost of service adjustment 0             24           25           27           28              30             

Adjusted fee 376$       400$       425$       452$       480$          510$          

The current Zone 40 Water Development Fee in 2006-07 is $11,004 and the Zone 41 
Connection Fee is $376.

Table ES-7 includes the Zone 40 Water Development Fee adjustment that became 
effective in March 2007.  This rate adjustment has been approved and enacted by the 
SCWA Board, and conforms with the requirements of the California Mitigation Fee 
Act.13  The March 2007 fee increase includes $800 specifically legislated by the Board, 
plus the ENR14 construction cost index adjustment which is required by the SCWA fee 
ordinance.

Two additional Water Development Fee adjustments have been projected by SCWA:  
$600 to become effective in September 2007 and $600 in March 2008.  The two $600 
adjustments have been discussed with the SCWA Board but have not been approved or 
enacted by the Board.  Aside from the ENR cost index adjustments, no other projected 
changes to the Water Development Fees after March of 2008 are included in the table, 
although such adjustments may occur in the future.   

SCWA typically makes Board enacted fee adjustments to become effective March 1st 
and/or September 1st of any year.  Because there are no projected Board enacted changes 
to become effective after March 2008, the table does not include September columns in 
the subsequent years.  Annual ENR adjustments become effective in March of each year. 

Table ES-7 also shows projected Zone 41 Connection Fees (hook-up fees).  The table 
does not include any projected Board enacted fee increases over the next six years.  
SCWA can change the Connection Fee periodically to reflect cost of service changes, as 
indicated in the table, but the Ordinance does not prescribe an automatic ENR index 
based fee adjustment as it does for the Zone 40 Water Development Fees.   

13 California Government Code §§66000, etseq.
14 The Engineering News-Record is a weekly construction trade magazine published by McGraw-Hill.  The 
magazine maintains a construction cost index, updated every quarter, that reflects changes in construction 
costs throughout the country.  The construction cost index is commonly referred to as the “ENR.” 
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Results of Operations 

Historical and projected results of operation are shown on Table ES-8 on the following 
page.  The table shows results assuming the Moderate growth scenario of new accounts.  

The top half of the table shows historical and current year information.  The bottom half 
includes projected data.  Revenue projected in 2006-07 is less than the previous year, 
principally due to the lower incidence of building permit issuance and thus revenue from 
Water Development Fees.  

The table shows that under the other assumptions mentioned above briefly and more fully 
in the body of this Feasibility Report, debt service coverage remains above 2.0 times debt 
service in every year except one, FY 2009-10 when coverage is 1.99 times debt service.  
The two years following that year show increasing coverage.
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Table ES-8

SCWA Historical and Projected Results of Operations 

($000s)

2002-03 2003-04 2004-05 2005-06 2006-07

Revenue

Operating revenues
Charges for services and other op. rev. 38,008$ 46,873$     50,708$     45,037$     33,192$
Less impact fee credits (2,193)        (2,772)        (8,015)        (8,594)        (886)          

Total, net operating revenues 35,815$ 44,101$     42,693$     36,443$     32,306$
Non-operating revenue 943            1,321         2,375         3,873         5,143

Total revenues 36,758$ 45,422$     45,068$     40,316$     37,449$
Maintenance and operating expenses 10,382 13,995       13,122       16,027 15,281

Net revenue 26,376$  31,427$  31,946$     24,289$  22,168$

Debt service

Debt service on 2003 Bonds 0$              2,257$       3,238$       3,235$       3,236$       
Less interest earned on bond reserve 0                (139)           (144)           (144)           (140)          

Net debt service on 2003 Bonds 0$              2,118$       3,094$       3,091$       3,096$       
Net debt service on 2007 Bonds 0$              0$              0$              0$              0$             

Total, debt service, net of int. on reserve fund 0$              2,118$       3,094$       3,091$       3,096$

Debt service coverage N/A 14.84 x      10.33 x      7.86 x        7.16 x

2007-08 2008-09 2009-10 2010-11 2011-12

Operating revenues
Charges for services and other op. rev. 40,080$ 56,892$     70,672$     79,607$     99,950$
Less impact fee credits (3,639)        (5,433)        (6,895)        (7,329)        (9,785)

Total, net operating revenues 36,441$ 51,459$     63,777$     72,278$     90,165$
Non-operating revenue 4,981 4,988         5,054         5,004         5,341

Total revenues 41,422$ 56,447$     68,831$     77,282$     95,506$
Maintenance and operating expenses 17,447 18,212       18,747       20,698 29,715

Net revenue 23,975$  38,235$  50,084$     56,584$  65,791$

Debt service
Net debt service on 2003 Bonds 3,097$ 3,098$       3,094$       3,098$       3,096$       
Net debt service on 2007 Bonds 0$              8,156$       22,036$     22,035$  22,034$

Total, debt service, net of int. on reserve fund 3,097$  11,254$  25,130$     25,133$  25,130$

Debt service coverage 7.74 x 3.40 x        1.99 x        2.25 x        2.62 x

Table ES-9 shows unrestricted fund balances.  The table shows that the Rate 
Stabilization Fund remains at $10 million throughout the projection period.  The 
unrestricted Water Enterprise Fund balances include the Zone 40 and Zone 41 operating 
funds.  The totals remain relatively stable in the $68-77 million range throughout the 
projection period.
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Table ES-9

SCWA Fund Balances 

($000s)

2006-07 2007-08 2008-09 2009-10 2010-11 2011-12

Water Enterprise Fund 58,646$ 58,821$     60,464$ 59,217$ 67,652$     61,316$     
Rate Stabilization Fund 10,000 10,000 10,000 10,000 10,000 10,000

Total                          68,646$  68,821$  70,464$  69,217$  77,652$  71,316$

Sensitivity of Results to Changes in Growth 

As mentioned previously, three growth scenarios were computed:  a Moderate (expected) 
growth scenario, a Lower growth scenario and a Higher growth scenario.  MWH believes 
the Moderate scenario is the most probable of the three.  Projected results of operations 
as shown in Table ES-9 were computed for all three scenarios.  Summaries of the results 
under the three growth scenarios with respect to various parameters are shown in Figures 
ES-4, ES-5 and ES-6.

Figure ES-4 shows that debt service coverage is computed to exceed the SCWA Debt 
Service Coverage Covenant of 1.25 times debt service in every year of the six year 
projection.  The data in Figure ES-4 reflect projected rate increases discussed above and 
shown in Figure ES-5.  Figure ES-4 indicates that, following the capitalized and interest 
payment only periods, as debt payments begin on the 2007 Bonds, coverage is reduced.  
But in future years, under all growth scenarios, additional revenue is generated and 
coverage performance increases.  Coverage is never below 1.25x in any of the growth 
scenarios.

Figure ES-4

Projected SCWA Debt Service Coverage 
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Figure ES-5 shows monthly water rates over the same period of projection.  The figures 
are the sum of the Zone 40 plus Zone 41 rates, as would be the case for more than 
90 percent of the rate payers.  Rate increases shown for 2007-08 and 2008-09 have been 
approved and enacted by the SCWA Board in accordance with applicable laws.  It is 
assumed the projected rate adjustments shown for the Moderate growth scenario for 
2009-10 through 2011-12 would also be approved and enacted in accordance with 
applicable laws. 

Figure ES-5

Projected SCWA Monthly Water Rates 
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Note:   Rates for 2007-08 and 2008-09 have been approved.  Rates for 
subsequent years are projected but as yet unapproved.

Figure ES-5 indicates that rates are contemplated to increase each year under all three of 
the growth scenarios (as shown earlier in Table ES-6).  The figure shows however that in 
order to maintain sufficient revenue to produce the coverage indicated in Figure ES-4, 
rates would have to be increased under the Lower growth scenario effective in the 
2009-10 fiscal year an additional $3.00 that year.  Additionally, under the Lower growth 
scenario some of the growth-related capital improvements would likely be postponed in 
the computation of the results of operations.   

Figure ES-6 shows projected total unrestricted fund balances.  As mentioned above, the 
fund balance remains relatively stable under the Moderate growth scenario.  In the Lower 
growth scenario the balance is lower and after few years begins to decline, even 
including the additional rate adjustment indicated in Figure ES-5.  If Higher growth is 
realized, the fund balance climbs to over $100 million.  As a matter of practice, if SCWA 
experiences such growth, either increased rates would not be enacted or capital projects 
would be accelerated in the CIP schedule.
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Figure ES-6

Projected SCWA Fund Balances 
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SUMMARY OF TECHNICAL FEASIBILITY ANALYSES 

The technical feasibility analyses in this Feasibility Report are focused on the following 
three issues:

Cost and schedule estimates 
Appropriateness of technology 
Environmental documentation  

Cost and Schedule Estimates 

MWH is familiar with SCWA capital needs and proposed projects.  MWH is also 
familiar with Freeport Regional Water Project technical matters.  We find that the 
estimates of cost for the Freeport Regional Water Project are reasonable, but we have 
recommended that it would be prudent for SCWA to fund an additional contingency 
allowance for the Freeport Regional Water Project and related facility construction costs.  
The allowance is reflected as a capital use of the proceeds of the 2007 Bonds.  MWH has 
the opinion that the cost estimates for projects to be funded with the 2007 Bonds are 
reasonable and that due to recent and current construction cost market variance it is 
prudent for SCWA to fund additional contingency allowance in case construction bidding 
and contract change orders result in construction costs higher than published construction 
cost estimates. 

PAGE ES-18 MWH



Executive Summary 

The construction schedule for the facilities of the Freeport Regional Water Project that 
will be shared or exclusively used by SCWA is summarized in Figure ES-7 and for the 
Vineyard Surface WTP in Figure ES-8.  Operations of the Vineyard Surface WTP are 
projected to begin in 2011. 

Figure ES-7 

Freeport Regional Water Project Schedule 

Fiscal Years

FRWA Intake and Pipeline Schedule Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

River Intake and Pipeline Design

River Intake Bid Acceptance and Award Period

River Intake Construction

Pipeline Segment 1 Bid Acceptance and Award Period

Pipeline Segment 1 Construction

Pipeline Segment 2 Bid Acceptance and Award Period

Pipeline Segment 2 Construction

Pipeline Segment 4 Bid Acceptance and Award Period

Pipeline Segment 4 Construction

2010-112006-07 2007-08 2008-09 2009-10

Figure ES-8

Vineyard Surface WTP Schedule 

Fiscal Years

Vineyard Surface WTP and CSA Pipeline Schedule Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Design Services, Bid Acceptance and Award Period

Construction and Startup 

2010-112006-07 2007-08 2008-09 2009-10

MWH has a close understanding of the cost and construction requirements of the CSA 
Treated Water Pipeline project, which is the other project to be funded by the 2007 
Bonds.  Our opinion is that the estimated cost and schedule of this project are reasonable.   

For all of the projects to be funded by the 2007 Bonds, MWH is familiar with the types 
and sizes of facilities to be constructed and the methods to be used in the construction.  
MWH is of the opinion that the construction schedules are reasonable.  

MWH is of the opinion that the cost estimates of all of the projects to be funded by the 
2007 Bonds are reasonable and that it is prudent for SCWA to include an Additional 
Contingency Allowance for capital financial planning.
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Application of Appropriate Technology 

MWH did not perform a value engineering study of the Freeport Regional Water Project; 
however we are familiar with this type and size of facility.  MWH is lead design engineer 
of the Vineyard Surface WTP project.  MWH opines that the projects are being planned 
and designed to have appropriate technology, proven to function as planned and 
designed, and can be reasonably constructed.

Environmental Documentation

MWH found that all of the projects to be funded by proceeds from the sale of the 2007 
Bonds have approved environmental documents and in our opinion comply with the 
requirements of the California Environmental Quality Act and the National 
Environmental Policy Act.  It is public information and internet web reference to its 
location is provided in this Feasibility Report.  MWH has determined that the 
environmental documentation is appropriate and complete.  

KEY FINDINGS AND OPINIONS 

Based on the data collected, analyses performed, evaluations made and projections 
developed, we conclude the following. 

1. Growth.  MWH found that customer accounts within the SCWA service area have 
grown in recent years and are expected by regional and local planning professionals 
to continue to grow for the next twenty-five years, as indicated in this Feasibility
Report.  Growth in 2005-06, with approximately 4,000 new accounts, was less than 
in the previous four years.  Growth in 2006-07 is expected to be about the same as 
was the case in 2005-06.  Growth in terms of building permits in 2006-07 lags 
growth of new accounts, implying that some home buyers are purchasing from an 
inventory of homes that existed prior to this fiscal year.  Building permits relate to 
Water Development Fee revenue and accounts relate to monthly service charge 
revenue.  MWH expects growth of both permits and accounts to improve in the next 
few years after these two years of slower growth.  Based on our analysis of 
population, employment, housing and water connection data, and taking into 
consideration a possible effect on growth by the Sunrise Douglas case, we project 
that approximately 1,000 new accounts will connect to SCWA in 2006-07, reflecting 
reduced income from lagging permit issuance, and then increasing growth in 
subsequent years, although we do not see growth in new accounts reaching the 3,000 
new accounts per year level until 2011-12.  Our opinion is that this is a conservative 
growth projection and is a reasonable projection of growth for financial planning 
purposes.

2. Water Resources.  MWH found SCWA has engaged in a considerable amount of 
planning and institutional development in favor of producing additional surface 
water supply from the Sacramento River.  SCWA and EBMUD formed FRWA 
which is actively planning and implementing the Freeport Regional Water Project.  
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We concluded that SCWA, using its water resources conjunctively, has sufficient 
water rights and contingency plans to adequately service its customers throughout a 
25 year planning horizon concluding in the year 2030.  Our opinion is that SCWA 
has acted prudently about securing water resources from several sources, with 
additional options available, so as to safely provide sufficient water supply to its 
customers.  Further, it is our opinion that the Freeport Regional Water Project will be 
instrumental in supplying a safe, reliable and relatively economical new source of 
water to meet expanding demand.  

3. Water Facilities Planning.  MWH examined planning documents and interviewed 
engineers and managers of SCWA and we found that SCWA has successfully 
planned and constructed facilities to meet customer demand and regulatory 
requirements over the previous 20 years.  In addition, SCWA is actively engaged in a 
continuous process of near-term and long-term strategic planning to provide water 
facilities to meet projected needs.  We found SCWA intends to invest nearly 
$1.0 billion in water facilities over the course of the next 25 years.  We found that 
SCWA has taken into account reasonably anticipated regulatory requirements and 
operational efficiencies for economical implementation.  Our opinion is that the 
planned projects to be implemented through 2011-12 are necessary and beneficial 
and will incorporate appropriate technologies.  We found the construction bidding in 
California has been volatile and that it is prudent for financial planning purposes to 
contemplate higher costs.  Although SCWA and FRWA cost estimates include 
contingencies; we have recommended that SCWA plan for construction costs greater 
than indicated by FRWA documents.  SCWA has included the additional 
contingency allowance in its financial planning and it is included in the capital 
requirements to be funded by the 2007 Bonds.  In our opinion the cost and schedule 
estimates are reasonable.  

Regarding Freeport Regional Water Project planning, design and construction 
management, MWH is familiar with FRWA procedures and MWH is confident that 
FRWA has the resources available from its own staff, from SCWA, from EBMUD 
and its various consultants to manage the Freeport Regional Water Project through 
construction and then to operate it efficiently and economically.  

4. Environmental Compliance for Construction.  MWH found that all of the projects 
to be funded by proceeds from the sale of the 2007 Bonds have completed required 
environmental review procedures and in our opinion comply with the requirements 
of the California Environmental Quality Act and the National Environmental Policy 
Act, as relevant.  Environmental document sources are identified in this Feasibility
Report.

5. Water System Operations.  MWH found that SCWA management personnel are 
highly qualified by experience, education and certification and manage an efficient 
enterprise that meets SCWA objectives.  We found SCWA operations and 
maintenance personnel use appropriate technologies and methods to operate and 
maintain the water operation.  In our opinion the water system and its operations 
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comply with all water quality and safety regulations and meet regulatory permit 
requirements.  Since the issuance of the 2003 Bonds, SCWA operations personnel 
have increased by more than 100.  Most of this growth arose from a transfer of 
personnel from another County department, which were previously available to 
SCWA on a contract basis.  SCWA has advised us that operations are less costly and 
more efficient with those personnel now part of SCWA and we found no indication 
to the contrary.  We found that SCWA’s historical and projected costs of O&M are 
reasonable and in line with costs of other utilities on the West Coast.  MWH did not 
perform separate human resources or process efficiency studies for the purposes of 
this Feasibility Report, but our firm has familiarity with these dimensions of 
SCWA’s business.  We find that the system is well maintained to industry standards 
and that the operation and maintenance personnel use appropriate procedures.  Our 
opinion is that SCWA operations are appropriately managed and that its costs of 
O&M are reasonable. 

6. Capital Financing.  MWH found that historically SCWA relied on annual revenues 
from water service charges, Water Development Fees and miscellaneous sources, 
reserved funds, and asset contributions from land developers to fully fund capital 
projects on a pay-as-you-go basis.  SCWA sold bonds in 2003 and has met covenant 
requirements every year since that time.  MWH worked with SCWA to develop a 
funding plan for the near-term six-year period through FY 2011-12 that includes a 
combination of internally generated funds, grants and revenue bond sales and other 
sources of funds to meet the identified uses of funds.  We are of the opinion that the 
funding plan is appropriate. 

7. Rates, Fees and Revenues.  MWH found that SCWA rate payers are charged at 
levels that are reflective of SCWA costs of service and are competitive with rates 
charged by other water utilities in the area.  We projected revenues using annual rate 
and fee increases which we assisted SCWA to develop.  Rate and fee increases have 
been adopted by SCWA’s Board in the past and SCWA managers indicate that the 
proposed schedules of rate and fee increases are implementable and will be 
considered pursuant to and comply with Prop. 218 and Government Code §66000 
procedures, but that adoption of future annual rate and fee increases will require 
future Board approvals.  MWH’s opinion is that our projection of net revenues is 
reasonable and appropriate, and we have reasonable expectation that future rate and 
fee adjustments will be adopted and implemented. 

8. Projected Results of Operations.  MWH projected revenues, expenses, debt service 
and reserve balances.  We found that the rate covenant requiring sufficient net 
revenues to meet coverage of 1.25 times debt service will be met in every year under 
three customer account growth scenarios:  Lower, Moderate and Higher (the Lower 
scenario requiring additional increase as discussed earlier).  We found that fund 
balances will remain relatively stable through FY 2011-12 under the expected 
Moderate growth scenario.  We are of the opinion that the projected results are 
reasonable and appropriate, given the assumptions that are set forth in the Feasibility
Report and that such assumptions are reasonable and appropriate. 
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9. Financial Feasibility.  MWH concludes and opines that the 2007 Bonds are 
financially feasible, based on our professional knowledge of the water industry and 
on the information presented in this Feasibility Report.
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Section 1 

Introduction

SCWA provides high quality water to residences and businesses within portions of 
unincorporated areas of the County and the cities of Elk Grove and Rancho Cordova.  
SCWFA, a joint powers authority, has been formed to assist SCWA in financing major 
capital improvements. 

The planning horizon for SCWA’s long term asset requirements is twenty-five years.  
This time frame for master planning is common for municipal water utilities in California 
and other western states.  SCWA plans for such a long period because the assets it invests 
in for its water business–infrastructure such as wells, diversion structures, pipelines, 
pump stations and water treatment plants–have long useful lives and SCWA seeks to 
make optimal investment decisions to optimize the resources of its rate and fee paying 
constituency.

The SCWA service area population and businesses have grown over the last decade, 
although the rate of growth, measured by new accounts, has slowed in the most recent 
year.  MWH believes the slower growth will last only about two years and then will 
resume a moderate rate of growth of new accounts per year for the next six years and 
longer.  Our assessment is at least as conservative as the projections of state, regional and 
local planning organizations.  All the economic factors of production are readily 
available to support continued economic growth:  transportation, education, real estate, 
and infrastructure including water.  The increased population and economic base 
obviously will consume more water than in the past.  A central focus of SCWA system 
planning has been to secure and provide sufficient water quantities to meet the increasing 
demand.   

One key to long-term water supply is SCWA’s conjunctive use program where both 
groundwater and surface water supplies are used.  SCWA has historically relied on 
groundwater and will supplement this resource with surface water derived from SCWA’s 
participation in the Freeport Regional Water Project.  This project will divert up to 
185 mgd of water from the Sacramento River and convey it to SCWA and EBMUD.  
SCWA’s capacity share is 85 mgd and EBMUD’s share is 100 mgd.  SCWA and 
EBMUD have formed a joint powers authority, FRWA, to implement the project.  Some 
of the project facilities will be owned by FRWA for the shared benefit of SCWA and 
EBMUD, other project facilities will be owned SCWA for SCWA’s exclusive use, and 
other project facilities will owned and exclusively used by EBMUD.

The main purpose of the 2007 Bonds is to finance SCWA’s share of the shared Freeport 
Regional Water Project facilities (the diversion structure, pumping and conveyance 
pipelines) and to finance the full cost of the project facilities of exclusive use by SCWA 
(other conveyance facilities and a new surface water treatment plant).  SCWA will also 
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use proceeds of the 2007 Bonds to finance other assets that are not part of the Freeport 
Regional Water Project, per se, but are needed to connect water produced by the new 
water source to the SCWA distribution system, including a treated water pipeline, a 
contingency allowance for potential cost increases of the Freeport Regional Water 
Project construction, and financing costs including the funding of capitalized interest for 
approximately an 18 month period, a debt service reserve, and costs of issuance.  SCWA 
will have no obligation associated with financing EBMUD’s portion of the shared project 
facilities or financing any of the project facilities to be used exclusively by EBMUD. 

In addition to the capital required for SCWA’s share of the Freeport Regional Water 
Project and related capital requirements, SCWA expects to have additional capital 
requirements for other water facilities during the next six years.  The other capital 
requirements will be built on a pay-as-you-go basis, paid with internally generated funds.  
No additional bond sales are anticipated during the next six year period.

FEASIBILITY REPORT PURPOSE AND SCOPE 

The primary purposes of the study leading to the Feasibility Report were to establish 
whether projected water rates and fees will provide sufficient revenues to meet operation 
and maintenance costs, satisfy projected debt service and coverage requirements, and 
support a financing plan to fund and continue funding planned capital improvements.   

In conducting this study, we: 

Identified the SCWA business organization and practices and relationships 
with other institutions, as outlined in Section 2 of this study; 

Reviewed existing facilities; 

Verified the status of environmental compliance for projects to be fully or 
partially funded by proceeds of the 2007 Bonds; 

Reviewed the status of SCWA compliance with regulatory requirements;  

Estimated and tabulated annual debt service requirements for the 2007 
Bonds;

Identified outstanding obligations to be paid from water revenues; 

Reviewed past and budgeted operation and maintenance costs, identified 
trends, discussed planned changes in staffing and practices with SCWA 
managers, considered other factors which might impact costs, and 
projected future operation and maintenance costs; 

Considered the adequacy of SCWA reserves, including its existing Rate 
Stabilization Fund; 
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Estimated total annual revenue requirements based on estimated debt 
service requirements, projected O&M costs and other obligations and 
expenditures;

Analyzed past sources of miscellaneous revenues and projected future 
revenues from these sources;   

Forecasted future annual revenue from impact and connection fees and 
water sales based on projected schedules of rates and fees (“tariffs”) 
provided by SCWA, consumption projections and other factors; 

Estimated projected results of operations to determine if SCWA’s 
projected service charge and impact/connection fee tariffs would be 
adequate to meet operations expenses and cover debt service in 
accordance with the debt service coverage covenant, and participated with 
SCWA and financial consultants to prescribe appropriate rate and fee 
adjustments to be made to meet the rate covenants and produce prudent 
projected results of operations; and

Formed professional opinions with respect to: 

Project necessity and benefit to SCWA’s customers, 

Project is technically feasible and constructible,

Project environmental approvals have been obtained, 

Project cost and schedule are reasonable, 

Projected rates, fees and charges are economically feasible and 
reasonably considered necessary based on the projections made, and  

Projected results of operations indicate compliance with the debt 
service coverage covenant assuming Moderate rate of growth of 
customer accounts. 

To do this work MWH relied on reports and other information provided by SCWA 
and its other professional consultants and advisors.  We formed opinions about the 
physical system and business operations of SCWA based on our education, practice 
and direct experience gained working with SCWA and with other similar municipal 
water utilities throughout the nation.  MWH has provided capital planning and 
engineering design services for SCWA and as such is familiar with the existing and 
proposed systems and operations.  

MWH PAGE 1-3 



Section 1 - Introduction 

REPORT ORGANIZATION 

The Feasibility Report includes six sections in addition to this introductory section and 
the Executive Summary: 

Section 2 contains an overview of SCWA and its water system. 

Section 3 contains descriptions of SCWA’s customers and water 
consumption data and provides independent projections.  

Section 4 summarizes SCWA’s capital improvement program including 
information about the projects to be financed by the 2007 Bonds. 

Section 5 presents the plan of finance for the capital requirements 
mentioned above, including a tabulation of sources and uses of capital 
funds.

Section 6 contains history and projections of revenue and O&M costs.

Section 7 addresses water rates and fees and presents projected results of 
operations and related sensitivity analyses to measure the effects of 
varying rates of customer growth and other factors. 

A Glossary of terms and abbreviations/acronyms follows Section 7.  

The sections of the report are presented in a varying number of subsections.  Subsection 
title hierarchy is indicated by typeface as follows: 

FIRST LEVEL SUBSECTION HEADING 

Second Level Subsection Heading 

Third Level Subsection Heading 
Fourth Level Subsection Heading

THE FEASIBILITY CONSULTANT 

This Feasibility Report was prepared for SCWA by MWH Americas, Inc. 

MWH is one of the largest consulting engineering firms in the world specializing in 
water and wastewater projects.  MWH has more than 6,000 employees located in more 
than 50 established offices nationwide and 70 offices overseas.  The firm is especially 
well known in the water supply field, having designed more than 320 water treatment 
plants that purify in excess of 7.5 billion gallons per day, more than 500 water pumping 
stations, and more than 230 reservoirs ranging in size up to one billion gallons. 
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MWH has provided consulting engineering serves to SCWA and understands SCWA’s 
operations and facilities well.  Following are recent projects MWH has performed for 
SCWA. 

Feasibility Report 2003 Bonds 
Final Design for the Vineyard Surface WTP, on-going 
Preliminary Design Report for the Vineyard Surface WTP, 2006 
Zone 40 Water System Infrastructure Plan, 2006 
Design of North Vineyard Station Storage Tanks, 2006 
Zone 40 Water Supply Master Plan, 2005 
Zone 40 Groundwater Management Plan, 2005 
Design of Wildhawk Groundwater Treatment Plant, 2005 
Design of Anatolia Groundwater Treatment Plant, 2003 
Review and completion of various water supply studies, on-call as extension of Zone 
40 staff 
Professional services related to recycled water program planning and facility design, 
on-going
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 Section 2 

Water Service and System 

This section of the Feasibility Report describes SCWA’s water service enterprise1 and 
how the water system functions to provide reliable water service to its customers.  The 
discussion begins with a description of SCWA’s institutional history and its 
organizational structure along with how it operates other business entities.  The section 
continues with a description of the water service system, including SCWA’s plan to meet 
projected water demands, and a summary of SCWA’s water distribution system.  The 
section concludes with a description of SCWA’s management organization, 
responsibilities and functions.

INSTITUTIONAL ORGANIZATION AND ARRANGEMENTS 

Institutional organization and arrangements are instrumental to assess the financial 
feasibility of undertaking and servicing long term debt.   

SCWA achieves its mission through the jurisdiction of “zones of benefit.”  Zones may 
have overlapping boundaries.  Each zone has its own set of fees and charges.  These 
zones exist for a variety of purposes including bonding purposes, and are not liable for 
indebtedness of other zones.  Two principal zones are Zone 40 and Zone 412.  A portion 
of the revenues of Zone 40 and Zone 41 are pledged to service the outstanding 2003 
Bonds and will be pledged to service the 2007 Bonds and any future parity or junior 
series of SCWA bonds.  Revenues from other zones will be not available for payment of 
the debt service of the 2007 Bonds, the 2003 Bonds, or future parity bonds. 

For the purposes of this report, the area contained within Zone 40 and Zone 41 shall be 
termed the “SCWA water service area” and the facilities the “SCWA water system.”3

Broadly, the SCWA water service area includes approximately 50 thousand customers in 
portions of the unincorporated area of Sacramento County, the City of Elk Grove and 

1 The “enterprise” in this report means the business aspects of Zones 40 and 41 and not Zone 50 or other 
zones as subsequently described.  See notes 2 and 3. 
2 The other zones within SCWA are:  11A, 11B, 11C, 12 and 13.  Zones 11A, 11B and 11C provide for the 
construction of major drainage facilities in the urban and urbanizing areas of the unincorporated County 
and the Cities of Citrus Heights Elk Grove and Rancho Cordova.  Zone 12 is a pass-through of ad-valorem 
taxes for drainage purposes.  Zone 13 funds studies related to water supply, drainage and flood control 
affecting all or part of the unincorporated area of Sacramento County and the Cities of Citrus Heights, Elk 
Grove and Rancho Cordova. Zone 50 funds the purchase of surface water capacity from the City of 
Sacramento to serve the Metro Air Park Industrial Park development area and Zone 41 is the retail water 
purveyor for that area. 
3 SCWA’s Comprehensive Annual Financial Reports refer to Zones 40, 41 and 50 as the Water Enterprise, 
but the data associated with Zone 50 are small and are specifically excluded in this report.
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portions of the City of Rancho Cordova. Approximately 90 percent are residential 
customers.   

Historically, SCWA has relied on the underlying groundwater basin for water supply for 
the SCWA water service area.  SCWA anticipates that its water service area will continue 
to grow, particularly in residential connections, over the next 25 years.  As stated in the 
2005 Zone 40 Water Supply Master Plan (the “WSMP”), this increase in demand cannot 
be sustained over the long-term by increasing groundwater extractions alone.  

SCWA anticipates that the increase in water demand caused by customer growth in its 
water service area will be served by developing surface water supplies in addition to 
increasing efficient use of existing groundwater supplies.  The use of groundwater in 
conjunction with surface water (called “conjunctive use” in the water industry) to meet 
demand has been an important tenet of SCWA’s management emphasis since the late 
1980s.  SCWA’s commitment to conjunctive use is evidenced by its participation in the 
regional planning efforts of the Sacramento Area Water Forum and Successor Effort and 
by SCWA being a signatory to the Water Forum Agreement (“WFA”).   

To meet a key WFA objective, SCWA has entered into an agreement with EBMUD to 
form FRWA, a joint powers authority.  The purposes of FRWA include developing and 
operating a regional surface water supply project, the Freeport Regional Water Project, 
on the Sacramento River near the community of Freeport, adjacent to the boundary of the 
City of Sacramento.  Descriptions of the Freeport Regional Water Project, FRWA, the 
WFA, SCWA Zones 40 and 41 and relationships among these entities are discussed 
below.

In this Feasibility Report an important distinction is drawn between the Freeport 
Regional Water Project and the “2007 Bonds Project.”  The Freeport Regional Water 
Project is the entire project that extends from the Sacramento River, to and including the 
SCWA Vineyard Surface WTP, to the Folsom South Canal and south to the EBMUD 
aqueducts and other facilities as described in Section 4.  The Freeport Regional Water 
Project includes facilities that will be owned by FRWA (jointly serving both SCWA and 
EBMUD) and facilities separately owned by SCWA and facilities separately owned by 
EBMUD.  The 2007 Bonds Project includes only those capital components of the 
Freeport Regional Water Project that will provide exclusive or shared benefit to SCWA, 
specifically:

the SCWA share of the Freeport Diversion Structure,  
the SCWA share of raw water pipeline segments 1 and 2,  
the SCWA owned raw water pipeline segment 4,  
and the SCWA Vineyard Surface WTP.   

The 2007 Bonds Project also includes a treated water pipeline that will serve the SCWA 
CSA from the Vineyard Surface WTP and an Additional Contingency Allowance.  The 
2007 Bonds Project is described in Section 4. 
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The Sacramento County Water Agency  

SCWA was formed in 1952 by a special legislative act of the State of California, the 
Sacramento County Water Agency Act (the “Agency Act”).  The Agency Act was 
amended in 1985 and 1999, granting additional power and authority to SCWA.  The 
Agency Act provided for the creation of zones for the purpose of implementing projects 
for the beneficial use of such zones.  Section 5 of the Agency Act enables SCWA to set 
and charge rates and fees for services, facilities or water furnished. 

The Sacramento County Board of Supervisors acts, ex officio, as SCWA’s Board of 
Directors (the “Board”).  SCWA is staffed by Sacramento County Department of Water 
Resources (“SCDWR”) personnel, as explained below.  SCWA has two primary 
organizational functions, water supply and drainage.  This section addresses only the 
water supply function of the organization. 

The mission of SCWA, with respect to water supply and distribution, is to plan, design, 
and construct a safe and reliable water supply infrastructure and to operate and maintain 
the water supply system, including work to obtain and protect groundwater and surface 
water supply sources. 

SCWA’s legislated purposes include: 

to make water available for any beneficial use of lands and inhabitants; 
to produce, store, transmit, and distribute groundwater; and 
to construct, purchase, lease or otherwise acquire works, and to purchase, lease, 
appropriate, or otherwise acquire surface waters and water rights necessary to make 
use of water for any purposes authorized by the Agency Act. 

SCWA’s broad powers for achieving these purposes include the following: 

construction and operation of facilities;
collection of fees from the beneficiaries and entering into contractual obligations; 
and
contracting with the federal government under reclamation laws (with similar powers 
as irrigation districts), and contracting with the State of California and federal 
government with respect to the purchase, sale, and acquisition of water.   

The SCDWR Director of Water Resources is the SCWA Agency Engineer, with 
executive responsibility for SCWA operations and resources.   

MWH PAGE 2-3 



Section 2 – Water Service and System 

Zone 40 

Zone 40 was created by SCWA’s Board in May 1985.  The Board subsequently expanded 
Zone 40 to its present boundaries in April 1999.  The current boundaries are based on the 
1993 Sacramento County General Plan Urban Services Boundary on the west, south and 
east, and other water purveyors on the north. The current boundaries include, partially or 
fully, three retail water purveyors:

SCWA Zone 41,  
Florin Resources Conservation District/Elk Grove Water Service (“Florin 
Resources/EGWS”), and  
California American Water Company (“Cal-American”).   

The location of Zone 40 is shown on Figure 2-1. Zone 40 includes the urban and 
urbanizing areas between and including the City of Elk Grove and portions of the City of 
Rancho Cordova, southeast of the City of Sacramento. 

Zone 40 does not own, operate, or maintain assets; it merely facilitates the construction 
of water supply facilities.

Zone 40 Purpose 

Zone 40 is solely a funding mechanism to achieve the purposes of constructing regional 
water facilities for the benefit of areas contained within the zone.    Facilities are 
constructed by SCWA in Zone 40 in accordance with the aforementioned WSMP and the 
Zone 40 Water System Infrastructure Plan (the “WSIP”), published in April 2006.  The 
WSMP and WSIP documents show the size, type and projected scheduling of the 
construction of these major water facilities.  The SCWA Agency Engineer may elect to 
accelerate or defer certain facilities based on water demands, growth, and economic 
factors.

Staffing

Zone 40 has three primary functions each with its own team of qualified staff and 
leadership:

the Water Supply Planning Section;  
the Water Supply Capital Facilities Design Section; and  
the Water Supply Development Review Section.   

Each team is led by a Senior Civil Engineer and can contain up to twenty engineers and 
technicians.  Each Senior Engineer team leader reports to a single Principal Civil 
Engineer responsible for the entire water supply function of the organization.
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Figure 2-1 

Location of SCWA Zone 40 and Zone 41 

Zone 40 Revenue 

Zone 40 revenues are collected through two funding mechanisms.  One is a one-time 
Water Development Fee for new accounts based on the number of equivalent dwelling 
units, and, if the property has a commercial land use, a commercial acreage fee 
component is added to the development fee.  The Water Development Fee is a form of a 
development impact fee and is administered in conformance with the Mitigation Fee Act.
The other is a monthly service charge which is administered in conformance with Prop. 
218.
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Water Development Fees 

Water Development Fees are charged for each new development prior to receiving water 
service.  These fees are specified in the SCWA Code and vary depending on the service 
type (domestic, commercial, etc.) and size.  The acreage of the parcel to be served is a 
factor in the determination of the fee amount for some types of service.  These fees are 
used to pay for Major (water) Facilities.

Monthly Service Charges 

Monthly Service Charges are specified in the SCWA Code and apply to all property 
owners receiving water within Zone 40.  These monthly charges are in addition to other 
monthly water service charges (i.e. Zone 41) and are used to pay for Major (water) 
Facilities, minor expenses and debt service on debt financed assets.  Residential 
customers generally pay a constant monthly charge that does not change over time unless 
a legislated increase is approved and enacted by the SCWA Board and goes through the 
Prop. 218 process.  Commercial customers pay a monthly user fee based on the quantity 
of water used for the billing month.   

Major (water) Facilities 

Major (water) Facilities are defined in the SCWA Code and include storage reservoirs, 
pumping plants, transmission mains, surface water treatment plants, groundwater wells 
and other such facilities utilized in the supply of water. 

Water Development Fee Credits 

Credits for Water Development Fees are issued to a developer for the construction of 
Major (water) Facilities based on plans approved by SCWA.  Credits for transmission 
pipelines and appurtenances are specified in the SCWA Code.  Credits for other Major 
(water) Facilities are determined by a competitive bidding process. The SCWA Code also 
provides for a credit of eight percent of the Major (water) Facility construction costs for 
engineering costs.  Once improvement plans for Major (water) Facilities are approved by 
SCWA and a credit agreement is approved by the SCWA Board, the developer’s Water 
Development Fees are reduced by the credit amount.  Any legislated fee increases are not 
accounted for in the credit amount and are paid similarly to the Water Development Fee.  
For example, if an $800 fee increase is legislated after credits are allocated, the developer 
pays the additional $800 to SCWA.  Inflationary increases to the original credit amounts 
are included in the credits received, whereas payment of inflationary increases in the 
legislated increase are the responsibility of the developer.  If credits exceed development 
fees owed, after construction of the Major (water) Facilities, the net amount will be 
reimbursed to the developer.  SCWA has the discretion to defer payment to the developer 
for up to five years. 
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Zone 41 

The locations of Zone 41 are also depicted on Figure 2-1.  Zone 41 includes most of the 
Zone 40 benefit area plus other areas, some of which are north, west and east of the City 
of Sacramento.  At present about 85 percent of the total number of customers served by 
SCWA are in the Zone 40 and Zone 41 overlapping area. 

Zone 41 was created by the SCWA Board in June 2000 and is the successor to the 
Sacramento County Water Maintenance District (“SCWMD”).  The County of 
Sacramento provided retail water service to smaller water maintenance districts dispersed 
throughout unincorporated portions of the county for over 50 years.  SCWMD was 
formally created in February 1987, by the annexation of six small water maintenance 
districts, and the previously unserved Laguna region in south Sacramento County, into 
the Arden Park Vista Water Maintenance District.  All of the assets, liabilities and 
responsibilities of the dissolved districts and of the Arden Park Vista Water Maintenance 
District were assumed by SCWMD.  Until the creation of Zone 41, SCWMD operated 
independently of Zone 40 except for oversight of facilities constructed in Zone 40 that 
were to be owned, operated and maintained by SCWMD.   

Zone 41 Purpose

Zone 41 is a retail and wholesale water service provider that provides for the operation 
and maintenance of water facilities delivering safe and reliable potable water to various 
discrete service areas throughout unincorporated Sacramento County, the City of Elk 
Grove and portions of the City of  Rancho Cordova.

Zone 41 also purchases surface water from the City of Sacramento for retail delivery to 
Zone 41 wholesale and retail customers.  The City of Sacramento provides two types of 
surface water service to Zone 41.  The first type of service is the treatment and 
conveyance of SCWA’s Central Valley Project (“CVP”) surface water contract through 
an inter-tie where Zone 41 can receive and distribute the water to its customers.  The 
second type of service includes providing water to areas of Zone 41 located within the 
City of Sacramento American River Place of Use (“POU”).  In this case, American River 
POU water is treated and conveyed by the City of Sacramento and wholesaled to Zone 41 
customers.  

In addition to distributing potable water, Zone 41 purchases tertiary treated recycled 
wastewater from a recycled water treatment plant owned and operated by the Sacramento 
Regional County Sanitation District and sells the non-potable water to its recycled water 
customers.   

Staffing

SCWA Zone 41 is staffed by SCDWR Water Supply Facilities Operations and 
Administration section.  This section is supervised by a Senior Civil Engineer with up to 
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20 engineers and technicians.  This Senior Engineer reports to the same Principal Civil 
Engineer as the Zone 40 Senior Engineers.

Maintenance and operations of the water system are carried out by the Field Operations 
and Maintenance Division.  This work unit not only carries out all of the operations and 
maintenance functions for the retail water facilities but also has similar storm drainage 
O&M responsibilities.  There is significant interface between engineering and operations 
personnel to communicate, on a regular basis, needed changes in operations to maintain 
quality service and meet regulatory compliance. 

Zone 41 Revenue 

Zone 41 revenue includes monthly service charges and connection fees.  

Monthly Service Charges 

SCWA provides service to both flat rate and metered rate customers and bills these 
customers bi-monthly.  Flat rate accounts are charged a single flat rate monthly service 
fee.  Bills for metered residential accounts include a monthly service charge, based on the 
size of the service, and a quantity rate, based on metered consumption.  Most of the 
residential services and all of the commercial services are metered.  Wholesale customers 
are also charged a monthly fee based on the total amount of water consumed and a 
formula to discount the typical Zone 41 monthly service fee due to not having to maintain 
the local distribution system and bi-monthly billing system.  Service fees pay for annual 
operations and maintenance costs and are also used as part of the SCWA revenue sources 
for repayment of bonded indebtedness. 

Zone 41 Connection Fees 

SCWA charges a Connection Fee to new customers that connect (hook up) to the SCWA 
water system within Zone 41.  The Connection Fee pays for the cost of providing a meter 
service to serve the customer, including a service line, meter box, and valves.   
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Other Institutional Arrangements 

As mentioned above, SCWA is signatory to the WFA, FRWA and SCWFA.  Each of 
these arrangements are discussed briefly below. 

Water Forum Agreement 

Since 1993 the Sacramento Area Water Forum has provided a collaborative process that 
brings together a diverse group of stakeholders to evaluate water resources and future 
water needs of the Sacramento metropolitan region to the year 2030.  Stakeholders 
include water purveyors, business and agricultural leaders, environmentalists, citizen 
groups, and local governments.  

Water Forum objectives include: 

providing a reliable and safe water supply for the region’s economic health and 
planned development through the year 2030; and  

preserving the fishery, wildlife, recreational, and aesthetic values of the lower 
American River.   

Development of the WFA involved substantial amounts of scientific review and input, 
environmental analysis, and consensus-building among the various stakeholders.  The 
WFA includes a comprehensive package of linked actions which, when implemented, are 
intended to meet the objectives.  These linked actions continue to require the support of 
each of the stakeholders in both the public policy decision making and implementation 
processes.  The WFA is a way of doing business that continues to be critical in 
successfully addressing water supply and environmental needs in the region.  

The WFA includes a Purveyor Specific Agreement (“PSA”) for each signatory that 
details the benefits each water purveyor will receive as a stakeholder and what the 
purveyors will do to receive these benefits.  The SCWA PSA identifies the needed 
surface water and groundwater supplies for meeting water demands to the year 2030.   

The first objective – providing a safe and reliable water supply – is to be met by 
additional diversions of surface water, increased conjunctive use of surface water and 
groundwater, expanded water conservation, and best and most cost effective use of water 
recycling and reclamation (e.g., recycled wastewater and remediated groundwater from 
cleanup efforts taking place in the Central Groundwater Basin).  The second objective – 
preserving the fishery, wildlife, recreational and aesthetic values – includes development 
of responsible and feasible alternatives to improve fish flow patterns, reduction of daily 
flow fluctuations, and improvement of in-stream habitat.   

The WFA was executed in 2000. 
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The Freeport Regional Water Authority 

In April 2002, EBMUD and SCWA, in association with the City of Sacramento and with 
support from the U.S. Bureau of Reclamation (“USBR”), formed FRWA.  FRWA is 
responsible for the joint effort to draw water from the Sacramento River near the town of 
Freeport.  The City of Sacramento elected to not participate financially in FRWA, but is 
considered to be a non-voting associate member and an important stakeholder.  

After completion of environmental documentation, design for the Freeport Regional 
Water Project is now underway.  FRWA guides the ownership, development, 
construction, and operation of the Freeport Regional Water Project.  The following 
project elements were approved under the 2004 Environmental Impact Report (“EIR”) 
for the Freeport Regional Water Project and subsequently refined through supplemental 
California Environmental Quality Act (“CEQA”) documents in 2006: 

A new 185 MGD water intake structure and pump station on the Sacramento River 
near Freeport;

A new large diameter pipeline to transport water eastward to a new SCWA WTP and 
to the existing  Folsom South Canal to supply EBMUD customers;  

The new SCWA WTP (the Vineyard Surface WTP) in central Sacramento County, 
owned and operated by SCWA, which will provide treated surface water supplies to 
the Sacramento area; and   

A new pumping facility and large diameter pipeline to treat and transport water from 
the southern end of the Folsom South Canal to EBMUD's Mokelumne Aqueducts for 
use by EBMUD customers.  

When operational in 2010-11, the Freeport Regional Water Project will provide SCWA 
with up to 85 million gallons of water per day, up to the limits of SCWA’s surface water 
entitlements.  SCWA will supply this water to its customers in the SCWA water service 
area as part of SCWA’s conjunctive use water goals to supplement groundwater use in 
the central part of the county.  EBMUD will use up to 100 million gallons per day of 
water during dry years only, up to the limits of EBMUD’s surface water entitlements.  
EBMUD has estimated its dry year needs to be three out of every ten years, as a 
supplemental water source to complement existing conservation programs and its 
Mokelumne River Supply.  Shared components of the FRWA project are funded jointly 
using capacity as the formula for fair share contribution as follows: 85/185 = 45.946% 
for SCWA and 100/185 = 54.054% for EBMUD. 

The Freeport Regional Water Project includes facilities that will provide surface water 
supplies to be used in conjunction with groundwater to help meet future drinking water 
needs in the central Sacramento County area and in the East Bay.  EBMUD supplies 
water and provides wastewater treatment for parts of Alameda and Contra Costa counties 
on the eastern side of San Francisco Bay in northern California.  EBMUD is a publicly 
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owned utility formed under the Municipal Utility District Act passed by the California 
Legislature in 1921.  SCWA and FRWA plan to begin delivery of surface water  from the 
Sacramento River in 2010-11.   

FRWA/SCWA Dedicated Capacity Purchase Agreement 

Since FRWA is the owner of the joint facilities, SCWA is purchasing capacity in the 
intake and pipeline components of the Freeport Regional Water Project.  The Dedicated 
Capacity Purchase Agreement will be executed prior to the sale of the 2007 Bonds to 
transfer 85 mgd of capacity in the joint facilities to SCWA. 

Sacramento County Water Financing Authority 

In April 2003, SCWA and Sacramento County formed SCWFA as a joint powers 
authority to facilitate issuance of the 2003 Bonds and subsequent series of bonds.  
SCWFA is governed by a Board of Directors consisting of five members who are the 
members of the County Board of Supervisors.   

WATER RIGHTS AND RESOURCES 

Currently, approximately 80 percent of the water supplied to the SCWA water system is 
pumped from the ground using productive groundwater aquifers.  As agreed to in the 
WFA, SCWA is perfecting its use of surface water contracts and appropriated water 
rights in conjunction with groundwater for use within the SCWA service area to meet 
planned increases in water demands to 2030.  Construction of facilities for increased use 
of surface water to meet existing and future water demands to 2030 is the primary use of 
funds generated by the 2007 Bonds.

Currently, existing California CVP surface water contracts account for 41 percent of the 
2030 projected demand (i.e., 45 thousand acre-feet per year (“TAF”)4 – about 40 mgd5 – 
of CVP Contracts to meet a 2030 demand of 108 TAF – about 96 mgd). An 
Appropriative Water Right Application has also been submitted to the California State 
Water Resources Control Board for an additional 71 TAF/year – about 63 mgd – from the 
Sacramento River.  All of the surface water contracts and water rights are subject to dry 
year shortage provisions which would temporarily curtail the supply of water available to 
SCWA.  The Appropriative Water Right is likely to average only 21 TAF/year – about 19 
mgd – as a result.  Any shortfall in surface water in dry years will be made up from 
groundwater, and use of recycled and reclaimed water will occur in all years because 
these two sources of non-potable water are firm in all hydrologic year types.  Projected 

4 One TAF per year equals approximately 0.89 million gallons per day.  One acre-foot (“AF”) is 43,560 
cubic feet of water.  One AF/year of water is sufficient quantity to serve approximately 1-1/2 equivalent 
dwelling unit residential water accounts. 
5 The approximate translations of AF/yr to mgd provided in this section assume flow rates that add to 
annual quantities.  For example the annual quantity meant by 10 mgd is 10 mgd times 365 days per year.  
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demand is described in detail in Section 3; however, projected demand is referenced in 
this section for contextual purposes. 

Figure 2-2 shows SCWA’s recent history of water demand and sources of supply.  
SCWA must plan for both wet and dry years in order to assure long-term supply 
reliability and sustainability.  During normal and wet hydrological years, SCWA will 
realize the majority of its full entitlements of surface water.  During dry years, SCWA 
will be forced to cut back on its usage of surface water to ensure surface water 
availability for users with senior water rights and water that is allocated for 
environmental benefits.  Using surface water in conjunction with groundwater is a critical 
step in assuring long-term sustainability of water supplies.   

Figure 2-2

Historical Average Year Water Demand and Supply 
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As illustrated in Figure 2-2, SCWA historically has used groundwater as its primary 
source of water.  SCWA will continue this practice until 2011.  After 2011 SCWA plans 
to incorporate substantial surface water deliveries from the Freeport Regional Water 
Project into its supply through the first 50 mgd phase of the Vineyard Surface WTP.  
When average groundwater supplies approach the sustainable yield of approximately 
40,900 AF/year (or about 37 mgd), the second phase of the surface water treatment plant 
will be constructed and the use of appropriative water rights will be necessary to achieve 
a sustainable water supply portfolio.  Current planning indicates the second phase of the 
Vineyard Surface WTP will occur in about the year 2023 depending on customer growth 
and water demand.  

Figure 2-3 illustrates that SCWA will have some redundancy in water supplies and 
infrastructure to account for the wet and dry year cycles inherent in a conjunctive use 
water supply system.  Figure 2-3 shows that total surface water and available average 
groundwater exceeds the projected water demand.  This is necessary to account for the 
associated cut back in available surface water supplies in dry years.  The water rights 
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planned for acquisition by 2030 may not be available in dry years, therefore SCWA must 
plan to make up the shortfall with groundwater.  The planned use of groundwater has 
been agreed in the WFA.   

Figure 2-3

Historical and Projected Water System Demand and Capacity 
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Notes:
50,000 AF/yr capacity potential is 50 “TAF” and is equivalent to a flow rate of about 45 
mgd. 
Most surface water supply rights have been perfected.  See “Water Rights” and “Surface 
Water Supplies,” below. 
Future SCWA water demand shown is projected under a Moderate growth scenario 
developed for this Feasibility Report.

As shown in Figure 2-3, SCWA’s planned conjunctive use of surface and groundwater 
will ensure adequate water supplies to meet the demands of customers during all 
hydrologic years. 

The phasing of the two increments of surface water WTP infrastructure necessary to meet 
the projected demand is scheduled to be available in 2011, and 2022 to 2025, 
respectively.  If any delay occurs in the development of surface supplies, SCWA has the 
ability to draw from the maximum (dry-year) groundwater supplies of 76,655 AF – about 
68 mgd, which is 35,755 AF – about 32 mgd – above the average long term average 
supply of 40,900 AF – about 37 mgd – (see Figure 2-3).  The raw water required to meet 
projected demands is described below. 
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Water Rights 

The details of existing and potential groundwater resources and surface water rights 
available to meet projected demands within SCWA are summarized in Table 2-1. The
three categories of water supply are groundwater, surface water and recycled water. 

Table 2-1 

Existing and Potential Water Supply Categories and Components 

Entitlement Dry Year Estimated Long Term 
Type of Supply Note Amount Supply Average Supply

(AF/year) (AF/year) (AF/year) Percent

Existing Sources
Groundwater

Dry year (a) 69,900 69,900          
Annual average (a) 40,900 40,900           50%

Surface Water
"Fazio" water (b) 15,000          11,250          13,000
SMUD 1 assignment (a) 15,000          11,250          13,000
SMUD 2 assignment (a) 15,000        11,250 13,000

33,750 39,000  47%

Recycled water (e) N/A 2,300          2,300  3%

Subtotal, existing sources 105,950 82,200           100%

Potential Sources
Surface Water

American River (a,c) 9,300            9,300            9,300
Appropriative water (d) Undeter. 0                   22,000
Other water supplies (d) Undeter. 12,000 6,000

Subtotal, surface water 21,300          37,300           95%
Recycled Water (e) N/A 2,100          2,100  5%

Subtotal, Potential Sources 23,400          39,400           100%

Totals, Existing and Potential by Type of Supply
Groundwater 69,900          40,900           33%
Surface water 55,050          76,300           63%
Recycled water 4,400          4,400  4%

Total 129,350 121,600  100%

Notes:
(a) Water Forum Agreement
(b) PL 101-514
(c) Purchase of Water from City for American River POU
(d) Undetermined
(e) Not available

Groundwater refers to groundwater pumped from the Central Sacramento County 
Groundwater Basin.  SCWA’s groundwater pumping strategy is developed for the 
following reasons:
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to manage the Sacramento Central Groundwater Basin to the Basin Management 
Objectives (“BMO”) of the adopted Groundwater Management Plan of the 
Sacramento Central Groundwater Management Authority; 
to provide peaking capacity to meet projected maximum day demands; and  
to meet conjunctive use objectives as outlined in the WFA.   

The average amount of groundwater available is 40,900 AF – about 37 mgd.  Based on 
independent modeling, in dry years, the maximum amount of available groundwater can 
range from 69,900 AF/year – about 62 mgd – to 78,000 AF/year – about 70 mgd – and 
still meet the BMOs.   The WFA includes up to 95,100 AF/year – about 85 mgd – of 
surface and groundwater for the South County M&I6 Users Group, which is an area that 
is larger than Zone 40.

Surface Water Supplies 

Surface water is defined as water from the American and/or Sacramento rivers.  Details 
of the six components of surface water listed in Table 2-1 (in order of historical and 
planned acquisition) are: 

CVP Water Public Law 101-514 (“Fazio Water”). In April 1999, SCWA obtained 
a CVP water service contract pursuant to PL 101-514 that provides a long-term 
water supply to SCWA of 15,000 AF/year – about 13 mgd – (dry year supply of 
11,250 AF – about 10 mgd). 

SMUD 1 Surface Water Assignment. SCWA also entered into a three-party 
agreement with the City and the Sacramento Municipal Utility District (“SMUD”) 
for the assignment to SCWA of 15,000 AF/year – about 13 mgd – of SMUD’s 
existing contract with USBR.  This supply will be diverted by SCWA from the 
Sacramento River at Freeport (this supply is often referred to as “SMUD I”).   

SMUD 2 Surface Water Assignment. SCWA has also acquired a second water 
contract with SMUD for the assignment of an additional 15,000 AF/year – about 
13 mgd –  pursuant to SMUD’s existing contract with USBR.  This supply will be 
diverted by SCWA from the Sacramento River at Freeport (this supply is often 
referred to as “SMUD II”).  All CVP water is subject to dry year cutbacks not 
exceeding 50 percent.  SMUD’s PSA describes this second 15,000 AF/year – about 
13 mgd (dry year supply of 11,250 AF – about 10 mgd) assignment to SCWA.  In 
return, SCWA (through Zone 40) will construct groundwater facilities necessary to 
meet SMUD’s dry year water shortages of up to 10,000 AF/year – about 9 mgd. 

Purchase of City of Sacramento Water for use in City POU. SCWA’s PSA 
provides for SCWA to enter into an agreement with the City whereby the City will 
sell surface water to SCWA for use in the portion of the Zone 41 service area within 

6 “M&I” means municipal and industrial, which is a type of water customers. 
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Zone 40 that lies within the City’s American River POU.  The long-term average 
quantity of water is planned to be 9,300 AF/year – about 8 mgd.  The wholesale 
agreement will include all City connections and is currently being negotiated by City 
and SCWA staff. 

Appropriative Water Rights. SCWA has submitted an application to the California 
State Water Resources Control Board (“SWRCB”) for the appropriation of water 
from the American and Sacramento Rivers.  This water is considered to be 
intermittent water that would be typically available during winter months of normal 
or wet years but not during dry years.  This water may also be used for groundwater 
recharge.  It is anticipated that the majority of this water will come from the 
Sacramento River watershed.  SCWA has been noticed that its application has been 
received by SWRCB but has not yet been approved.  The water will not be used by 
SCWA until the second phase (50 mgd) of the Vineyard Surface WTP is placed in 
service in approximately fifteen years.   

Other Water Supplies. SCWA may enter into purchase and transfer agreements 
with other entities that currently hold surface water rights in the north Sacramento 
River basin.  The need for this water may be greater in dry years at 2030 when it is 
anticipated that 22,000 AF – about 20 mgd – of additional surface water will be 
needed.

Non-Potable Recycled and Reclaimed Water Supplies 

The non-potable element of the water supply portfolio is a supply of treated “recycled” 
wastewater for non-potable use; primarily, landscape irrigation at parks, schools, and 
rights-of-way.  The expected long-term average supply and the dry year supply are both 
4,400 AF – about 4 mgd.  There is also the potential for non-potable use of remediated 
groundwater from various groundwater cleanup efforts taking place in the northeast 
portion of the Sacramento Central Groundwater Basin.  Most of the contamination is the 
result of poor disposal practices of rocket fuel testing materials. 

SCWA’s annual potable water demand is projected to be 108,000 AF – about 96 mgd – 
by 2030.  With recycled water the total is 113,064 AF – about 101 mgd – by the year 
2030.  Combinations of the water resources detailed in Table 2-1 are projected to meet 
the 2030 demand faced by SCWA.  SCWA has committed in the WFA to use surface 
water in conjunction with groundwater to meet increasing water demands. 

A significant portion of the surface water entitlements listed in Table 2-1 represent the 
quantity of SCWA water that will be treated at the Vineyard Surface WTP to be 
constructed with proceeds of the 2007 Bonds.  Table 2-1 indicates that 45,000 AF – 
about 40 mgd – of surface water is currently under contract.  Water demands fluctuate 
from day to day based on many socioeconomic and hydrologic factors with irrigation 
requirements being the most significant.  In the winter months, irrigation requirements in 
Sacramento are very low requiring less overall water supply need in the wet months.  In 
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summer, irrigation demands increase significantly as July and August temperatures can 
exceed 100 degrees Fahrenheit.  If the average water demand in 2025 is estimated to be 
75,000 AF/year (or 67 mgd if assumed to be maintained continuously over 365 days in a 
year), the January flow requirement may be 28 mgd (67 mgd times 0.42 peaking factor 
for January) and the August flow requirement may be 104 mgd (67 mgd times 1.56 
peaking factor for August).  The translation of these two extreme flow conditions to the 
operation of the Vineyard Surface WTP and Freeport Regional Water Project is that in 
the winter months, the Vineyard Surface WTP will be relied upon as a primary source of 
supply with groundwater being used only for daily peaking requirements.  In the summer 
months the Vineyard Surface WTP will continued to be relied upon up to 50 mgd (Phase 
1 capacity) with the remaining 54 mgd being made up from groundwater supplies.  The 
45,000 AF – about 40 mgd – of firm surface water is delivered and used based on the 
pattern of water demand over the year and is limited by the constraint of the treatment 
plant capacity at the time (Phase 1 capacity of 50 mgd and Phase 2 capacity of 100 mgd).  
Based on the above operational schema, the Vineyard Surface WTP will require the full 
45,000 AF of water over the year in a wet year hydrologic condition.  As demands 
increase beyond 2025, the need for other potential water supplies and additional surface 
water treatment plant capacity becomes necessary.  

As explained above, SCWA plans to combine groundwater and surface water to meet 
projected water demands.  Regardless of the hydrologic year type (e.g., wet or dry years), 
SCWA plans to utilize surface water first, followed by groundwater, to meet demand. 
SCWA is planning to acquire most of the water rights listed in Table 2-1 within the next 
10 years, with the exception of “Other Water Supplies,” which will be acquired on an as-
needed basis most likely after 2025.  Water titled American River and a portion of the 
Fazio water will be treated and conveyed by the City of Sacramento and not the Vineyard 
Surface WTP. 

If any unforeseen delays occur in either acquiring surface water rights or the 
development of SCWA surface water infrastructure, SCWA will rely on additional 
groundwater development.  Figure 2-3 indicates ample groundwater capacity up to the 
point of operation of the Vineyard Surface WTP.  Additional reliance on groundwater 
can occur if delays occur in the construction of the Vineyard Surface WTP.  Once the 
Vineyard Surface WTP is operational, there will be up to 100 percent redundancy in the 
combined surface water and groundwater water supply facilities providing an ample 
factor of safety in water supply reliability for Zone 41. 

WATER SYSTEM FACILITIES 

The following provides a summary of SCWA production, pipeline and other water 
facilities.
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Water Supply ,Treatment, Storage and Booster Pumps 

In general, groundwater is pumped by wells and treated by oxidation, reduction and 
pressure filtration.  This treated water is stored in large volume water storage tanks and 
boosted (pumped) to system pressures for end-delivery to retail customers and to meet 
fire flow requirements.  Ten groundwater treatment facilities for iron and manganese 
removal are operated within Zone 40.  Total storage is approximately 37.4 million 
gallons.  Details regarding function and capacity of each of these facilities are provided 
in Table 2-2.

Five more facilities are in various stages of planning: Franklin, Big Horn, Laguna Ridge, 
North Vineyard Station, and North Vineyard.  Groundwater production in fiscal year 
2005-06 was approximately 35,000 AF or about 31.2 mgd.  See Table 2-3 for well 
capacity information. 

SCWA has an agreement with the City of Sacramento that provides for the treatment and 
conveyance of up to 6,720 AF of treated surface water from the CVP Fazio contract to 
the Zone 41 service area annually.  Provisions exist within the agreement to expand 
delivery up to 12,350 AF annually.  Surface water deliveries in fiscal year 2005-06 were 
approximately 3,925 AF or about 3.5 mgd.   

Capacity data in Table 2-2 and Table 2-3 are expressed in units of gallons per minute.  
694 gpm is about 1 mgd and 1 gpm is about 1.6 AF/yr.  

Table 2-2 

Water Treatment, Storage and Booster Plant Inventory 

SITE FUNCTION CAPACITY

Waterman Treatment 
Facility

Manganese treatment and chlorination for 
VW61, VW64, VW67, VW68, and 
VW69; storage of treated water, and 
booster pumping 

Treatment = 6,000 gpm  
Storage = 7.0 MG
Booster = 14,000 gpm  

Dwight Road 
Treatment Facility 

Iron and Manganese treatment and 
chlorination at the WTP. Storage of 
distribution water and booster pumping 

Treatment = 1,500 gpm  
Storage = 7.0 MG
Booster = 12,000 gpm  

Mather Field Housing 
Treatment Plant 

Iron and manganese treatment and 
chlorination for W87, W92, W95 and 
W96; Elevated storage of treated water 
and booster pumping 

Treatment = 4,200 gpm   
Storage = 500,000 gallons
Booster = 3,600 gpm + Gravity 
Feed

Lakeside Treatment 
Plant

Iron and manganese treatment and 
chlorination for W70, W75, and W86; 
Storage of treated water  and booster 
pumping 

Treatment = 4,500 gpm  
Storage = 500,000 gallons
Booster = 6,000 gpm   
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SITE FUNCTION CAPACITY 

East Elk Grove 
Treatment Plant 

Iron and manganese treatment and 
chlorination for W77, W79, W114; 
Storage of treated water and booster 
pumping 

Treatment = 4,500 gpm  
Storage = 7.0 MG
Booster = 18,000 gpm   

Calvine Meadows 
Treatment Plant 

Iron and manganese treatment and 
chlorination for W66, W76; Storage of 
treated water and booster pumping 

Treatment = 3,000 gpm  
Storage = 300,000 gallons
Booster = 6,100 gpm   

Wildhawk Treatment 
Plant

Iron and manganese treatment and 
chlorination for W81, W105, and W106; 
Storage of treated water  and booster 
pumping 

Treatment = 6,000 gpm  
Storage = 3.0 MG
Booster = 13,200 gpm   

Mather Field Main 
Base Storage and 
Booster Facility 

Storage of treated water and booster 
pumping 

Storage = 1.0 MG
Booster = 4,200 gpm   

Mather Field Main 
Base Elevated 
Storage Tank 

Elevated storage of treated water
Elevated Storage = 300,000 gallons 
Gravity Feed 

Recycle Road Storage 
and Booster Facility 

Storage of treated water and booster 
pumping 

Storage = 150,000 gallons
Booster = 2,950 gpm   

White Rock Road 
Storage and Booster 
Facility

Storage of treated water and booster 
pumping 

Storage = 150,000 gallons
Booster = 2,950 gpm   

Anatolia Water 
Treatment Plant 

Iron and manganese treatment and 
chlorination for W122, W123, and 
W124; Storage of treated water and 
booster pumping 

Treatment = 4,500 gpm  
Storage = 4.0 MG
Booster = 10,400 gpm   

North Douglas 
Storage and Booster 
Facility

Storage of treated water and booster 
pumping 

Storage = 3.0 MG
Booster = 11,000 gpm   

Franklin Avenue 
Booster Station 

Booster Pump station for wholesale water 
from City of Sacramento  

Booster = 4,500 gpm 

Mercantile Booster 
Station

Booster Pump station for wholesale water 
from Golden State 

Booster = 1,200 gpm 

East Park Water 
Treatment Plant 

Iron and manganese treatment and 
chlorination for W-73 

Treatment = 2,000 gpm 

Poppy Ridge Water 
Treatment Plant 

Iron and manganese treatment and 
chlorination for W-78, W-109, and W-
110; Storage of treated water and booster 
pumping 

Treatment = 4,500 gpm 

Storage = 3.5 MG 

Booster = 7,200 gpm 
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Table 2-3 

Groundwater Production Inventory 

WELL SITE 
DESIGN

CAPACITY
(gpm)

WELL SITE 
DESIGN

CAPACITY
(gpm)

Laguna1 Country Creek Estates 

LW40-Bruceville 1050 CW62-Andalusian 1100

LW41-Seasons* 600 CW63-Equine 1000

LW42-Banyon* 760 CW66-Calvine Meadows 1700

LW43-Duck Slough 1000 CW76-Legends 1500

LW44-Kilconnell 750 CW81-Saddle Creek 1500
LW45-Acropolis* 1000 CW105-Azinger 1500
LW47-Feather Creek 800 CW106-Rodriguez 1500

LW48-Wadena 1050 Mather

LW49-Soaring Oaks* 1050 MW87-Housing Well # 6 1900

LW52-Big Horn South 1375 W88 - Main Base  Well (NIS)2 1350

LW51-Big Horn Central* 1000 W89 - Norden (NIS)2 1000

LW50-Big Horn North* 940 W90 - Main Base Well #3 (NIS)2 1350

LW86-Riparian 1500 W91-Main Base Well #4 1350

LW70-Dwight Rd 1500 W92 - Housing Well # 1 1160

LW74-West Stockton 500 W94-Housing Well # 3 (NIS)2 1350

LW55-Lakeside 1700 W95-Housing Well # 4 2200

LW75-West Taron 1600 W96-Housing Well # 5 1500

Vineyard Sunrise Corridor 

VW61-Caymus 1600 W17-White Rock (NIS)2 500

VW64-Westray 1500 W18-Recycle Rd. (NIS) 2 700

VW67-Waterman 1500 W122-Excelsior W/W #1 1500

VW68-Tillotson 1200 W123-Excelsior W/W #2 1500

VW69-Perry Ranch 1500 W124-Excelsior W/W #3 1500

VW65-Sheldon North 550 Grantline 99 

East Elk Grove W27 - Union Industrial 1300

VW73-East Park 2000 W28 - Survey Rd 1300

VW77-Waterman Ranch 1500 W29 - Stockton Bl. 1300

VW112-East Elk Grove WTP 
On-site Well 

1500

VW114-Windsor Downs 1500
Notes
1. The wells identified with an “*” are scheduled to be replaced due to regulatory requirements for arsenic treatment.  The replacement 
of these wells is a planned capital expenditure for Zone 41. 
2. NIS – Not in Service due to perchlorate contamination.  Future wellhead treatment technologies may make it possible to bring these 
wells back online and provide potable water to the Sunrise Corridor system. 
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Water Transmission and Distribution

There are approximately 624 miles of transmission and distribution pipeline within the 
SCWA water system, ranging in size up to 36 inches in diameter, as shown in Table 2-4.

Table 2-4 

Transmission and Distribution Pipe Inventory 

Diameter Miles Diameter Miles

4-in 13.3 16-in 22.4     
6-in 45.4 18-in 12.6     
8-in 261.8 20-in 6.8       

10-in 110.6 24-in 19.8     
12-in 113.5 30-in 14.1     
14-in 1.7      36-in 1.6      

Total 623.6   

SCWA has sufficient production, treatment, storage, pumping, transmission and 
distribution facilities to provide an acceptable level of service and to meet the demands of 
existing customers.  In our opinion SCWA facilities are well maintained and are working 
very closely with regulatory agencies such as the State Department of Health Services 
(“DHS”) and the State Regional Water Quality Control Board (“SRWQCB”) to maintain 
compliance with water quality and public awareness requirements.  SCWA has been very 
effective at implementing plans, policies and procedures intended to maintain the water 
service to customers, including the addition of capital improvements and employees 
necessary to meet the increasing demands resulting from customer growth and changing 
regulations.  See Section 4 of this report for a detailed description of the future capital 
plans, a portion of which will be funded with the 2007 Bonds proceeds.

Security 

Water purveyors nationwide, including SCWA, have coordinated with local, state and 
federal law enforcement to develop strategies and systems to limit exposure to a terrorist 
threat.  SCWA has enacted those suggested strategies.  SCWA has had its systems, 
programs and procedures evaluated by the Sacramento County Sheriff’s Department.  
Because of the secure nature of this information, water purveyors do not disclose these 
strategies or systems to the general public. 

SCWA has conducted vulnerability assessments using a Risk Assessment Methodology 
for Water Systems that includes making additional recommendations for security system 
improvements, designing those improvements and overseeing the implementation of the 
recommended improvements.    
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Natural Disasters 

The potential for natural disasters to cause catastrophic damage to any urban area, 
including its above-ground and below-ground water infrastructure, in California is great.  
The Sacramento area is no different than any large metropolitan area in this regard.  The 
occurrence of a flood, earthquake or other natural disaster could result in the temporary 
or permanent closure of one or more components of the SCWA water system.  Such 
circumstances could result in significantly increased costs or reduce revenues that could 
materially adversely affect the ability of SCWA to operate the SCWA Water System or to 
generate Net Revenues at the levels required by the debt service coverage covenant. 

Normally during periods of high rainfall, water is 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 withstood the record water flows. However, the Army Corps of 
Engineers recently determined (December 2006) that certain levees along the Sacramento 
River are structurally deficient and do not meet current federal standards.  The Federal 
Emergency Management Agency notified public officials of the need to update the Flood 
Insurance Rate Maps within the Natomas Basin through the Physical Map Revision 
process.  This revision will result in the entire Natomas Basin being placed in a 
regulatory Special Flood Hazard Area, reflecting the fact that the area does not currently 
have 100 year flood protection. 

All of the SCWA water service area and water system facilities are located outside of the 
100 year flood plain area indicated above. The Freeport Diversion Structure will be 
installed along a specially constructed and reinforced portion of the levee system along 
the Sacramento River and the above ground facilities will be constructed above the 100 
year flood level.  . 

Development in the affected areas outside of SCWA’s service area described above 
might be reduced until 100 year flood protection is in place, whether by market forces or 
by government decision on the issuance of construction permits.  SCWA believes that 
such potential reduction of development in the Natomas Basin caused by flooding 
concerns could result in increased development in currently undeveloped areas within 
SCWA’s service area, resulting potentially in increased Water Development Fee and 
monthly water service charge revenue.  MWH concurs that flood hazard outside the 
SCWA service area may increase demand for housing within the SCWA service area.  

WATER QUALITY 

The quality of existing and potential water supplies is significant since water quality 
regulations are a business risk that must be properly managed by water agencies to ensure 
financial integrity.  In our opinion SCWA has been very effective at implementing plans, 
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policies and procedures intended to maintain the quality of water supplies provided to 
customers. Current and proposed water quality monitoring appear adequate to ensure that 
a potable product is delivered to SCWA’s customers.  Capital improvement programs are 
intended not only to match supply with demand, but also designed to meet upcoming 
changes in water quality regulations and public concerns such as flouridation.

MWH is of the opinion that SCWA is in compliance with all current federal and state 
water quality regulations and is well positioned to meet the challenges imposed by future 
changes and additions to those regulations. 

Fluoridation

The addition of fluoride to municipal drinking water systems has been vigorously 
promoted by the dental community in order to provide tooth-decay fighting properties in 
drinking water. The practice of drinking water fluoridation has the support of the 
California Dental Association, the U.S. Centers for Disease Control and other important 
public health groups.  San Francisco began fluoridating its drinking water supply in 1951, 
Oakland in 1976, and the City of Sacramento in 2000. 

The provision of water fluoridation in a municipal water system is typically in response 
to an initiative passed by a vote of the people and is not a regulatory requirement. The 
City of Sacramento passed an initiative in 2000 and is currently providing its customers 
with fluoridated water.  SCWA through its connection with the City at the Franklin 
Boulevard inter-tie receives fluoridated water that is blended with unfluoridated water 
from the SCWA water system.  It is anticipated that fluoridation will occur throughout 
the SCWA service area in the future. 

Drinking Water Regulations 

The following provides a summary of current drinking water regulations as promulgated 
by the United States Environmental Protection Agency (“EPA”) and enforced by the 
DHS.  Also included is a brief description of potential drinking water regulations that 
will likely be enacted over the next ten years.

Background

The Safe Drinking Water Act (“SDWA”) was enacted by Congress in 1974.  Through the 
SDWA, EPA has authority to set maximum allowable levels of contaminants in drinking 
water supplies.  Historically, the first step EPA has taken to establish regulations for 
contaminants has been to establish a maximum contaminant level goal (“MCLG”).  An 
MCLG is the estimated level at which no adverse health risks are expected.  EPA then 
attempts to establish either a maximum contaminant level (“MCL”) or a treatment 
technique which will reduce the presence of the contaminant in drinking water to a level 
which is as close to the MCLG as is technically and economically feasible.  Once an 
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MCL has been established, EPA is then required to designate a Best Available 
Technology to meet the new MCL. 

Existing Regulations 

With respect to EPA regulations, California is a primacy state responsible for 
implementing these water quality regulations within California.  DHS has been 
designated by the state to enforce SDWA regulations.  Under primacy rules, DHS must 
enforce regulations that are at least as stringent as those required by EPA and may also 
require and enforce additional regulations not mandated by the EPA. 

Health and Safety Code §116365(g) requires DHS, at least once every five years, to 
review its MCLs.  In this review, DHS's MCLs are to be consistent with criteria of 
§116365(a) and (b).  These criteria state that the MCLs cannot be less stringent than 
federal MCLs, and must be as close as is technically and economically feasible to the 
public health goals (“PHGs”) established by the Office of Environmental Health Hazard 
Assessment (“OEHHA”).  Consistent with those criteria, DHS is to amend any standard 
of any of the following occur:

(1) Changes in technology or treatment techniques that permit a materially greater 
protection of public health or attainment of the PHG.  

(2) New scientific evidence indicates that the substance may present a materially 
different risk to public health than was previously determined.  

Each year, by March 1, DHS is to identify each MCL it intends to review that year.  DHS 
has established secondary MCLs for a number of contaminants.  Secondary MCLs were 
established to protect the aesthetic quality of drinking water and are generally unrelated 
to human health.  However, secondary MCLs are enforceable standards in California 
(although not under Federal regulations). 

Iron and Manganese 

The secondary drinking water standard for iron and manganese is 300 and 50 parts per 
billion (“ppb”), respectively.  These are secondary standards and the occurrence of these 
constituents does not pose a health risk.  However, concentrations of these constituents 
above the secondary standard can result in the discoloration of water, taste issues, and the 
staining of plumbing fixtures and cooking utensils. Raw water levels of iron and 
manganese exceed secondary drinking water standards within SCWA.  Groundwater 
treatment is provided for the removal of iron and manganese. 

Arsenic

Arsenic is currently a primary drinking water standard regulated by DHS.  The current 
primary drinking water standard is 10 ppb.  SCWA, raw water arsenic levels (based on 
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2001-02 data) range from non-detectable to 38 ppb.  Of the 32 wells in SCWA, six wells 
shown in Table 2-3 exceed the new 10 ppb standard (wells are indicated on table).  
These six wells are being phased out and will be replaced with the construction of treated 
groundwater facilities already under construction.  They will likely be placed on standby 
to be used for emergency backup supplies or will ultimately be abandoned.  Replacement 
facilities (i.e., Bighorn Wells and Treatment Plant) are planned to be operational by 
summer 2007. 

Anticipated Regulations 

EPA is currently formulating several new regulations needed to maintain compliance 
with the SDWA.  These are briefly described below.  Of particular significance to SCWA 
are anticipated regulations for radon and the Enhanced Surface Water Treatment Rule 
(“ESWTR”). 

Enhanced Surface Water Treatment Rule

The ESWTR will require increased reductions of Giardia cysts (possibly double current 
requirements, dependent on source water concentrations) and may add a requirement for 
reductions in Cryptosporidium cysts.  This has a significant impact on many existing 
surface water treatment plants and is being incorporated into the design of the Vineyard 
Surface WTP. 

Radon

At present, EPA has proposed standards for radon which include a multimedia 
framework for implementation of the rule.  This includes two options: 

States can choose to develop enhanced state programs to address the health risks from 
radon in indoor air – known as Multimedia Mitigation (“MMM”) programs – while 
individual water systems reduce radon levels in drinking water to 4,000 pico curies 
per liter (“pCi/l”) or lower. 

If a state chooses not to develop an MMM program individual water systems can 
choose to adopt an MMM and comply with the 4,000 pCi/l.  If the individual water 
system chooses not to develop an MMM they must comply with a much more 
stringent and costly regulation of 300 pCi/l. 

The California radon program is awaiting action by EPA on the proposed radon rule.  
Should EPA finalize the radon rule for drinking water, California’s radon program will 
be making decisions on program development driven by the rule.  SCWA is not taking 
action at this time on Radon until the program development has matured further.  The 
expected cost of a Radon MMM program is not expected to significantly impact existing 
rate payers. 
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The measured radon levels in municipal wells in SCWA range from 100 pCi/l to 670 
pCi/l.  It is anticipated that SCWA will implement a MMM program for compliance. 

Phase VIb Regulations 

Phase VIb regulations are expected to establish MCLs for 13 currently unregulated 
contaminants (five volatile organic contaminants, four synthetic organic contaminants, 
and four inorganic contaminants) and additional monitoring requirements for unregulated 
compounds.  In our opinion, SCWA has planned for a reasonable approach to satisfying 
the MCLs once they are promulgated. 

Potential Contaminants for Future Regulation

EPA is required, under the SDWA, to establish standards for 25 additional contaminants 
every three years.  It is expected that the majority of contaminants to be added to the 
regulations in the next 10 years will be derived from the 1991 Drinking Water Priority 
List.

Perchlorate and Volatile Organic Contaminants 

DHS has proposed a 6-μg/L7 MCL for perchlorate. A Notice of Proposed Rulemaking 
regarding the perchlorate MCL was published on August 17, 2006.

Within the last several years groundwater supplies in the vicinity of the Mather/Sunrise 
service area have been compromised by encroaching groundwater contamination 
originating from Aerojet, Boeing and the former Mather Air Force Base (“Responsible 
Parties”).  Projected water demands in this service area exceed the available capacity of 
uncontaminated groundwater.  The Responsible Parties are under order by various 
regulating agencies (EPA, SRWQCB, and Department of Toxic Substances Control) to 
remediate contaminants near these areas.  Clean up is expected to take more than 240 
years.  Of particular concern are the chemical perchlorate, and volatile organic 
compounds (“VOCs”) such as N-nitroso-dimethylamine (“NDMA”), and 
tricholroethelene (“TCE”).  SCWA has been working closely with the regulating 
agencies to identify potential uses for remediated groundwater within the basin. 

As a result of groundwater contamination from perchlorate and/or VOCs, SCWA has lost 
six wells within SCWA in the Sunrise Corridor service area.  These are not the same 
wells impacted by arsenic.  Staff has been working with the Responsible Parties and the 
regulating agencies to provide replacement and contingency supplies for this capacity.  
For new development in this area, SCWA recognizes that additional water conveyance 
facilities beyond those normally constructed as part of the development process may be 
needed to provide water service to those areas impacted by groundwater contamination.   

7 “μg/L” means micrograms per liter.  It is equivalent to parts per billion (ppb). 
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SCWA does not expect to lose any additional sources of supply due to this 
contamination.  Because of SCWA’s current efforts to develop replacement and 
contingency water conveyance facilities required due to the contamination, it is 
anticipated that this groundwater contamination will not materially discourage or prevent 
continued residential and commercial development in the Mather/Sunrise area. 

Surface Water Quality 

Typical water quality parameters of interest in evaluating surface water for use as a 
drinking water source are generally divided into three categories:  physical, chemical, and 
bacteriological.  Physical parameters include temperature, color, turbidity, and odor.  
Chemical parameters include inorganic constituents such as pH, total dissolved solids 
(“TDS”), trace metals, and organic parameters such as total organic carbon (“TOC”) and 
pesticides.  Bacteriological parameters of interest include coliforms, viruses, Giardia, and
Cryptosporidia.

Water quality parameters in the Sacramento River were evaluated for the purposes of the 
WSMP and the Preliminary Design Report for the Vineyard Surface WTP.  The sanitary 
survey indicates that the Lower Sacramento River, upstream of Freeport, is a good source 
of drinking water.  There appears to be low levels of protozoan contamination, low 
organic carbon levels, with only isolated taste and odor incidents from thiobencarb.  The 
water can be treated using conventional water treatment technologies for all stages of 
treatment to meet all Title 228 MCLs, and SCWA does not anticipate difficulties in the 
design, construction, operation or maintenance of such a facility.  A brief discussion of 
the surface water constituents of concern follows.

Coliform

The total coliform bacteria values are below 1,000 MPN9/100 ml at Freeport and the 
Bryte Bend Water Treatment Plant (“BBWTP”) for nine months of the year.  The 
BBWTP is owned and operated by the City of West Sacramento and is located 
upstream of the confluence of the American River (upstream of the Freeport 
diversion point of the FRWA project on the Sacramento River) reflecting 100 
percent Sacramento River Water.   This is thought to be the worst case given that the 
American River water quality is significantly higher than the Sacramento River.  The 
total coliform value is below 1,000 MPN/100 ml at the Sacramento River Water 
Treatment Plant (“SRWTP”), which is below the confluence point, for four months 
of the year. 
Fecal coliform and E. Coli levels are significantly lower than the total Coliform 
levels at each monitoring site, and are relatively similar between monitoring sites. 
There are elevated levels of coliform in the Sacramento River during winter months 
which are being treated according to Title 22 drinking water standards. 

8 Title 22 of the Calif. Porter-Cologne Water Quality Act addresses surface water quality. 
9 Most probable number (“MPN”) per 100 milliliters (“ml”) is an industry standard method statistic used to 
measure Coliform . 
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Giardia/Cryptosporidium

Based on samples collected to date, there are not high concentrations of Giardia or 
Cryptosporidium in the Sacramento River during any particular season. The 
moderate frequency of presumed detections and the infrequency of confirmed 
detections, at very low levels, indicate that the probability of the presence of these 
protozoa is low.

Turbidity

The average raw water turbidity level at BBWTP is 34 NTU10.  The average raw water 
turbidity level at SRWTP is 12 NTU.  The turbidity levels at SRWTP are generally lower 
than BBWTP due to the influence of the American River.  The water at the Freeport 
Regional Diversion site will likely be a blend of the two sources. 

Both WTPs are capable of achieving 99% removal of solids with conventional 
filtration processes.
It is anticipated that turbidity levels at the Vineyard Surface WTP will be lower than 
the river given the distance and low pipeline velocities from the intake structure to 
the WTP (i.e., in years when EBMUD is not diverting water).   

Disinfection By-Product Precursors 

Raw water TOC levels at the BBWTP have an average value of 2.0 milligrams per 
liter (“mg/l”).  Raw water TOC levels at the SRWTP have a running annual average 
less than 2.0 mg/l.  Neither the City of Sacramento nor the City of West Sacramento 
will be required to implement enhanced coagulation at their existing facilities based 
on either distribution system TTHM and HAA5 levels or raw or treated water TOC 
levels
TOC levels are greatest during the fall and winter months.  
Limited data suggests that raw water TOC levels at Freeport are slightly higher than 
upstream, based on very limited data, and enhanced coagulation may be required. 
Because of the similar characteristics of the raw water supplies for the Sacramento 
and West Sacramento water treatment facilities, it is anticipated that SCWA will not 
have to implement an enhanced coagulation component into the Vineyard Surface 
WTP. 

Molinate and Thiobencarb 

Molinate and thiobencarb are detected at low levels during the spring months on the 
Sacramento River. 
There have been an increased number of positive detections in the raw water of both 
molinate and thiobencarb along the Sacramento River over the past five years. 

10 Nephelometric Turbidity Unit (“NTU”) is an industry standard measurement of water turbidity. 
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Molinate and thiobencarb concentrations are well below primary drinking water 
standards, but thiobencarb concentrations are sometimes detected in the raw water at 
levels that can result in taste problems in the treated water. 

MWH is of the opinion that SCWA uses appropriate technologies, methods and 
equipment, testing and reporting with respect to meeting existing water quality 
regulations.  Further SCWA is an active participant in professional and operational water 
associations in California and nationwide and understands that regulations change and 
has taken appropriate steps to meet changed regulations when promulgated.  These steps 
include physical flexibility to change water resources, to change equipment, to change 
methods and to communicate with its customers and stakeholders.  

SYSTEM MANAGEMENT, OPERATION AND MAINTENANCE 

Effective public water service requires efficient management as well as the plant, 
property and equipment assets addressed above.  

SCWA Management and Staff 

SCWA is staffed by employees of the SCDWR, as indicated above.  In addition to the 
SCWA Senior Management Team, SCWA is organized as follows: 

The Engineering and Operations functions of the SCDWR are organized into five 
sections: Field Operations, Safety, Water Supply, Drainage, and Regional Projects.  
Figure 2-4 illustrates the organizational structure of the SCWA Water Enterprise.  This 
figure starts with the SCWA Board and branches out to the various support groups or 
sections that facilitate all aspects of managing SCWA.  The Water Supply section is 
managed by one Principal Civil Engineer and four Senior Engineers. Field operation and 
maintenance is organized under the Water Quality Maintenance Superintendent. 
Together, these five engineers are responsible for the management of Zone 40 and 
Zone 41’s engineering and maintenance functions, which are:  Planning, Development,
Design and Facilities Operations and Administration.   

SCWA’s Drainage Section also reports to the Division Chief. 
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Figure 2-4 

Simplified Organizational Chart for SCWA Water Enterprise 

Planning

The eight person staff of the Water Supply Planning section is responsible for 
development of long term regional water supply projects which are environmentally 
sound and provide safe and reliable water supplies to meet planned needs. Long-term 
management strategies for protection of groundwater and surface water resources 
including:
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groundwater management; 
development of cooperative projects; 
resolving regional issues; 
providing environmental analysis; and 
capital facility planning. 

The staff also implements the State Well Monitoring Program and evaluates new 
development impacts on regional water sources. The section is staffed by one Senior 
Civil Engineer (“CE”), three Associate CEs, two Assistant Engineers, a Senior 
Engineering Technician and an Engineering Student. 

Development

The twelve staff members that make up the Water Supply Development section review 
plans, designs transmission facilities, and implements the WSIP for water supply 
conveyance projects to meet the objective of conjunctive use of surface and groundwater 
and stabilization of the Central Groundwater Basin’s groundwater levels. Staff also 
reviews water supply improvements within Zone 40 that are funded by development 
interests.

Design

The 15 person staff that makes up the Water Supply Design section provides project 
management for water supply capital improvement projects for Zones 40 and 41 and for 
other County departments including General Services, Airports, Corrections, and Parks. 
Section staff provide design and project management services associated with water 
facility capital improvement projects including wells, pumping stations, storage tanks, 
treatment systems, and conveyance facilities. Other related responsibilities include 
property acquisition, initiating and complying with the environmental review process, 
securing sub-consultant contracts, and establishing design and drafting (AutoCAD) 
standards.

Facilities Operation and Administration 

The 24 person staff of the Facilities Operation and administration section provides 
engineering support for Zone 41 of the SCWA. Engineering duties include the review 
and analysis of water systems and facilities operations, determination of corrective 
actions, and capital improvement project management. Administrative duties include: 
budgeting, development plan review, customer service response, billing information 
support to Consolidated Utilities Billing, recycled water program administration, 
regulatory program compliance, water meter retro-fit, and water conservation program 
implementation. The Facilities Operations and Administration Section staff works closely 
with the Field Operations personnel to provide a reliable high quality drinking water 
supply to its customers. 
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The Field Operations division oversees both Drainage and Water Supply operation and 
maintenance functions. The Water Supply Field operations currently supports a staff of a 
42 person maintenance and operations staff that includes:  one Superintendent, a 
Mechanical Maintenance Manager, an Underground Construction and Maintenance 
(“C&M”) Manager, two Underground C&M Supervisors, two Mechanical Maintenance 
Supervisors and 35 underground C&M Specialists and Mechanical maintenance 
Technicians.

MWH is familiar with the management, operation and maintenance personnel, policies 
and practices of SCWA.  MWH is of the opinion that SCWA is well managed, well 
staffed, and technically well positioned to meet potential challenges that might arise in 
the future including those from changing regulatory requirements. 
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Water Customers and Consumption 

Customer growth is a key factor of estimating future water revenue production.  SCWA 
expects its service area to undergo continued residential, commercial, and industrial 
development consistent with the Sacramento County General Plan and other local and 
regional planning agencies such as the Sacramento Area Council of Governments1

(“SACOG”).  Population and land use trends indicate a continued conversion of currently 
vacant and agricultural lands to accommodate planned development.  This includes a mix 
of urban uses such as single family residential units along with commercial, industrial, 
parks, and open space land uses to accommodate wetland mitigation and for ecosystem 
restoration.

This section describes the projected population and water demand growth in Sacramento 
County with particular emphasis within the SCWA water service area.  Growth 
projections are used to develop trends in housing and growth in water service accounts 
that will produce revenue to enable SCWA to continue to carry out its water supply and 
distribution mission for current and future customers. 

The section begins with a brief summary of the local historical and projected growth rates 
based on published studies and reports.  Then a comparison of population growth and 
employment figures is correlated with the California State Department of Finance 
projections for all of California.  A series of three growth projections is developed for use 
in financial and revenue generation analysis presented later in this Feasibility Report.

SACRAMENTO REGION POPULATION 

The Sacramento area, like California as a whole, has experienced considerable 
population growth over the past three decades and is expected to experience additional 
growth in the coming decades.  This is demonstrated in Table 3-1.  Between 1970 and 
2000, California’s population grew by 15 million people (60.6 percent over thirty years, 
or about 1.6 percent per year).  The percentage population increase in the City of 
Sacramento across this 30-year span was somewhat lower (58.3 percent) while that of 
unincorporated areas of Sacramento County2 was higher (93.9 percent).  The County 
experienced higher rates of growth than the City of Sacramento partly because the 
County has more new growth areas than the City and the City has emphasized infill 
projects in existing developed areas.  These factors may lead to a reduced growth rate in 

1 SACOG is an association of local municipal governments in the six-county Sacramento County region. 
2 The recent incorporation of the Cities City of Elk Grove and Rancho Cordova are recognized in this 
report; however, population data and historical data have not been updated to separate these City areas 
from the unincorporated areas of the County of Sacramento. Only the City of Sacramento is represented 
here.   This will be corrected in future planning studies as agencies such as SACOG recognize these new 
city jurisdictions. 
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the City in comparison with Sacramento County where there is a large new growth area 
and an infill policy that plays a minor role in terms of new growth in the region. 

Table 3-1

City, County, and State Population Estimates: 1970 – 2025 

City of Sacramento Sacramento County State of California

Annual Annual Annual
Year Population Note Growth Population Note Growth Population Note Growth

1980         275,741 0.72%         783,381 2.35%    23,667,902 1.85%
1990         369,365 3.40%     1,041,219 3.29%   29,760,021 2.57%
2000         407,018 1.02%      1,229,796 1.81%    33,871,648 1.38%
2005         448,648 2.05%      1,361,637 2.14%    36,132,147 1.33%
2010         473,125 a 1.09%      1,454,596 b 1.37%    38,067,134 a 1.07%
2015         493,924 d 0.88%      1,539,049 d 1.16%    40,123,232 c 1.08%
2020         517,035 d 0.94%      1,633,676 d 1.23%    42,206,743 c 1.04%
2025         538,035 d 0.81%      1,725,710 d 1.13%    44,305,177 c 0.99%

Notes:
a U.S. Census Bureau  population estimates
b SACOG population estimate
c U.S. Census Bureau population projections
d SACOG population projections

Between 2000 and 2005, according to U.S. Census Bureau estimates, the population of 
California grew by 6.7 percent, or about 1.3 percent per year.  In this period, the 
population of the City of Sacramento expanded by 9.4 percent and Sacramento County’s 
population grew by 11.3 percent.  The 11.3 percent growth is indicative of SCWA’s 
water service area. 

Population growth in Table 3-1 is expected to continue at each of these levels within the 
three geographic areas.  The U.S. Census Bureau projects California’s population to 
reach 44.3 million in 2025, a 22.6 percent increase over 2005.  Local population growth 
rates provided by SACOG forecasts the City of Sacramento’s population to grow by 
22.6 percent  and Sacramento County’s population growth by 26.7 percent over the next 
20 years.  The 26.7 percent increase in the Sacramento County population results in 1.7 
million capita in 2025. 

REGIONAL SACRAMENTO EMPLOYMENT 

The number of employed persons has kept pace with population growth in the City and 
County of Sacramento.  Between 2000 and 2005, the number of people classified as 
employed in the labor force grew by 10.5 percent in the City of Sacramento and 10.6 
percent in Sacramento County.  This is shown in Table 3-2.  This is somewhat higher 
than the percentage increase in the number of employed persons in California as a whole 
(5.0 percent).  From 2000 to 2005, the unemployment rate in the City of Sacramento has 
been at or near the overall State unemployment rate (and higher than the U.S. 
unemployment rate).  The unemployment rate for Sacramento County during this period 
has been lower than that of the City, suggesting that unemployment rates in areas of the 
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County outside the City are lower than the County-wide estimates shown in Table 3-2.  It 
is anticipated that 2006 growth, in terms of population and employment, will stay at or 
slightly below 2005 as discussed later in this section. 

Table 3-2

Recent City, County, and State Employment Estimates 

City of Sacramento Sacramento County State of California

Unemployment Unemployment Unemployment
Year Employed Rate Employed Rate Employed Rate

2000 180,200 5.20% 579,300 4.40% 16,857,500 4.90%
2001 185,400 5.40% 596,200 4.50% 17,152,100 5.40%
2002 189,200 6.70% 608,200 5.60% 17,330,700 6.70%
2003 192,300 6.30% 618,200 5.80% 17,403,900 6.80%
2004 194,800 6.60% 626,200 5.60% 17,449,600 6.20%
2005 199,200 5.70% 640,600 4.80% 17,695,600 5.40%

Source : California Employment Development Department

CURRENT ACCOUNTS AND WATER CONSUMPTION

Although area population and employment statistics measure general demographic and 
economic conditions, the most relevant parameters to a water agency like SCWA are 
water deliveries, active water service accounts, and regional land use (which provides a 
measure of how much water will be used, when, and for what purposes).  Most statistics 
are available for SCWA through the aforementioned WSMP and the 2005 SCWA Zone 41 
Urban Water Management Plan (“UWMP”).  Both of these documents have been 
adopted by the SCWA Board of Directors and the UWMP has been accepted by the 
California State Department of Water Resources (“DWR”).  As noted earlier in this 
report, most statistics pertaining to one particular benefit zone may be used in relation to 
both given the high degree of overlap. 

In June, 2006, there were 49,221 accounts in the SCWA water service area.  Most of 
these (45,261 or 92.0 percent of total) were retail accounts within Zone 41.  The SCWA 
service area also included 3,960 wholesale accounts in FRCD/EGWS.  The distribution 
of accounts in the SCWA service area is represented by the Venn diagram in Figure 3-1
and are identified by zone in Table 3-3. 
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Figure 3-1 

Water Service Accounts in the SCWA Water Service Area, June 2006 

ZONE 40 Only = 3,960 (wholesale) ZONE 41 Only = 3,582 

ZONE 40 & ZONE 41 overlap = 41,679 

Table 3-3 

Water Service Accounts by Service Area, June, 2006 

Zone 40 and Zone 41 41,679
Zone 40 but not within Zone 41 3,960 
Zone 41 but not within Zone 40  3,582
Total 49,221 

The number and proportion of metered accounts relative to unmetered accounts is also of 
interest to SCWA as it continues to convert from unmetered “flat rate” residential 
accounts to volumetric-based metered accounts in accordance with pertinent contractual 
obligations and agreements.  Because Zone 40 receives water from the USBR, it is 
obliged to convert all accounts to meter-based accounts by 2010 in order to meet the 
USBR’s contract requirements.  Unlike residential accounts, all commercial and 
industrial accounts are metered and are billed on a volumetric basis, which is not 
uncommon for the region.  It is believed that increasing the number of metered accounts 
relative to unmetered accounts will further encourage future water conservation efforts.  
Since 1992, residential construction codes have required water efficient plumbing 
fixtures and these units are metered-billed upon occupancy. 

In the Zone 41 retail area outside the Zone 40 benefit area, where most of the accounts 
occur on older, existing units, only a small percentage (5.5 percent) of the accounts are 
metered.  In the Zone 40 and Zone 41 “overlap” area, which has experienced much of the 
recent growth, the majority of accounts (71.3 percent) are metered. 

PAGE 3-4 MWH



Section 3 – Water Customers and Consumption 

Water Deliveries and Land Use 

According to the WSMP, SCWA’s 2030 study boundaries cover 46,621 acres as shown 
in Table 3-4.    The 2030 study boundary is consistent with the County of Sacramento’s 
1993 General Plan Urban Policy Area and the WFA’s 2030 build out3 which included six 
years of additional growth beyond the 1993 General Plan Urban Policy Area build out.  
The majority of this land (59.2 percent) was vacant in 2000 when the WFA was signed.  
Another 12.4 percent was used for agricultural purposes with only 8.5 percent made up of 
residential and agricultural residential land uses.  The remaining balance is made up of 
vacant and open space lands. Single family residences are the most common form of 
developed land use and comprise the largest portion of water demand currently and 
projected into the future. 

No single SCWA user consumes a significantly large portion of water demand.  The top 
ten users in 2001-02 consumed only 5.3 percent of the total water production.  The 
dispersal of water demand across a large number of users reduces the risk of instability in 
water demand.  In particular, a single large user will not significantly affect revenues if it 
were to move out of the area. 

In calendar year 2005 Zone 41 delivered 38.5  TAF to its water customers.   The Laguna 
Service Area received the largest quantity of water deliveries and the Vineyard Service 
Area received the second largest quantity of water deliveries.

3 The 2030 Study Boundary is important in context with the SCWA CIP Projects.  The projects listed in the 
SCWA Zone 40 CIP are sized to accommodate the 2030 study area and not the entire Zone 40 area 
encompassed within the current Zone 40 Boundary.  This was done in the WSMP to provide assurance that 
SCWA would not construct facilities that were considered to be growth inducing and thus to adhere to the 
Water Forum Agreement (see Section 2 for Water Forum summary). 
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Table 3-4 

WSMP Water Demand Data by Land Use for 2000 and 2030 

2000 2030 Yr/Yr 

Unit Water Unit Water Change in
Land Use Category Demand Land Use Demand Demand Land Use Demand Water Demand

Developed (AF/Ac/Yr) (Acres) (TAF) (AF/Ac/Yr) (Acres) (TAF) (TAF) (%)

Rural Estates 1.57             304           0.5          1.33              718           1.0          0.5          100%
Single Family 3.40             3,387        11.5        2.89              14,867      43.0        31.5        274%
Multi-Family 4.36             285           1.2          3.70              1,173        4.3          3.1          258%
Commercial 3.24             254           0.8          2.75              1,042        2.9          2.1          263%
Industrial 3.19             1,257        4.0          2.71              2,395        6.5          2.5          63%
Unutilized (Ind) 0.00             0              0.0          0.00              1,463        0.0          0.0          N/A
Public 1.22             692           0.8          1.04              4,349        4.5          3.7          463%
Recreational 4.08             400           1.6          3.46              2,865        9.9          8.3          519%
Mixed Land Use 2.95             840          2.5        2.51            12,985    32.6       30.1 1204%

Developed subtotal 7,419        23.0        41,857      104.6      81.6        355%
Right-of-Way 0.25             726          0.2        0.21            2,526      0.5         0.3 150%

Water use subtotal 23.2        105.2      82.0        353%
Water System Losses 1.7        7.9         6.2 365%

Water Production subtotal 24.9        113.1      88.2        354%
Private Pumping 5,127        0.0          0              0.0          0.0          N/A
Vacant 0.00             27,583      0.0          0.00              2,225        0.0          0.0          N/A
Agriculture 1.95             5,766       0.0        1.95            13          0.0         0.0       N/A

Totals 46,621     24.9      46,621    113.1 88.2 354%

Source:  WSMP 

RECENT GROWTH IN SERVICE ACCOUNTS 

The SCWA service area has undergone rapid growth over the past fifteen years.  The 
number of accounts has more than quadrupled from approximately 11,000 in fiscal year 
1990-91 to over 50,000 in fiscal year 2005-06. 

From 1990-91 to 2005-06, an average of 2,600 new service accounts were added every 
year.  Accounts have increased by more than 4,000 per year in each of fiscal years 2001-
02 through 2005-06.  In 2006-07, 1,911 accounts were established in the first half of the 
fiscal year (as of December 31, 2006.)  New accounts information is shown in Table 3-5.
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 Table 3-5 

Historical Changes in Service Accounts per Year 

Year Total Year Total

1990-91 1,652   1998-99 2,179    
1991-92 992     1999-00 2,917    
1992-93 1,296   2000-01 2,425    
1993-94 843     2001-02 4,604    
1994-95 1,350   2002-03 4,233    
1995-96 1,329   2003-04 4,643    
1996-97 1,841   2004-05 4,911    
1997-98 2,349   2005-06 4,030    

2Q2006-07 1,926    

PROJECTED ACCOUNTS AND CONSUMPTION 

Projections from a variety of sources indicate rapid economic and demographic changes 
within the Zone 40 benefit area as shown in Table 3-6.  SACOG predicts that population 
growth within the Zone 40 area will expand by 344 percent and housing units by 354 
percent between 2000 and 2025.  The WFA anticipates a 336 percent increase in water 
demand for Zone 40 during the same approximate time period.  Table 3-7 includes 
Housing, Population, and Water Demand as indicators of growth in the Zone 40 region.  
To qualitatively normalize these three indicators, it can be said that housing represents 
significant blocks of growth and land development.  Population to occupy homes and 
jobs varies depending on socioeconomic and cultural changes.  Water demand depends 
on both activities (i.e., housing and population). Some houses can consist of a low capita 
per household resulting in a lower water demand and vice versa.  The 336 percent is an 
average projected increase that is reasonable given the housing and population increases. 

Table 3-6 

Growth Projections for Zone 40 

Source and Type of Information Timeframe Increase
SACOG

Housing 2000-2025 354%
Population 2000-2025 344%

WFA* 
Water Demand (see note 1) 2000-2030 336%

*Source:  Water Forum Projection [Boyle Engineering, 1995] 
Note 1. Water Forum and SACOG growth projections assume build-out based on the 1993 
Sacramento County General Plan build out to 2024, plus an additional six years of growth to 2030.

Over the next several decades, land use patterns and water demand are expected to 
change markedly, as indicated in Table 3-6 above.  The SCWA WSMP developed

MWH PAGE 3-7 



Section 3 – Water Customers and Consumption 

patterns for water demand using land use data prepared by the California Department of 
Water Resources and the Sacramento County Department of Planning and Development 
(1993 General Plan) and water demand use factors by land use patterns. (Water demand 
factors are explained in Boyle Engineering’s 1995 report, Estimate of Annual Water 
Demand within the Sacramento County-Wide Area.)  The results of this work are shown 
in Table 3-4. 

In 2030, only 4.8 percent of the land within the SCWA 2030 study boundary is projected 
to be vacant, although there is significant agricultural land that is in SCWA which may 
be changed to residential or commercial land uses .  Developed land acreage will increase 
from 7,419 acres in 2000 to 41,857 acres in 2030.  Single family residential homes will 
be the largest projected land use category, occupying a predicted 14,867 acres.  Mixed 
land use, which could include residential and commercial development, is expected to 
cover 12,985 acres in 2030, up from 840 acres in 2000. 

As the area and intensity of developed land increases, so will water demand.  Although 
increased efficiency  will reduce the quantity of each user’s demand, the total quantity of 
water demanded is projected to increase from 24.9 TAF to 113.1 TAF per year in 2030, 
including recycled water.  Annual water demand from single family homes is anticipated 
to increase almost fourfold across this span from 11.5 TAF to 43.0 TAF.  Annual water 
demand from mixed land use will increase from 2.5 TAF to 32.6 TAF. 

PAST GROWTH PROJECTIONS 

The Feasibility Report for the 2003 Bonds included three projections of water account 
growth.  The three growth scenarios are shown in Table 3-7 and Figure 3-2 .
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Table 3-7 

Actual vs. Historically Projected Accounts 

As Projected in
Actual 2003 Feasibility Report 

Year Accounts Lower Moderate Higher

2002-03 35,637 34,433 35,060 35,327
2003-04 40,280 36,046 37,300 37,834
2004-05 45,191 37,659 39,540 40,431
2005-06 49,221 39,272 41,780 43,495

The data in Table 3-7 and Figure 3-2 show that the actual number of SCWA water 
accounts through 2005-06 exceeded even the Higher growth projection contained in the 
2003 Feasibility Report.

Figure 3-2 

Historical Accounts and

Projected Accounts from 2003 Feasibility Report

0

20,000

40,000

60,000

80,000

100,000

120,000

19
90

-9
1

19
95

-9
6

20
00

-0
1

20
05

-0
6

20
10

-1
1

20
15

-1
6

20
20

-2
1

SC
W

A
 A

cc
ou

nt
s

Actual Accounts

Lower Proj'n (2003 Report)

Moderate Proj'n (2003 Report)

Higher Proj'n (2003 Report)

This report revises the projections for water account growth, incorporating information 
and observations that have become available since the 2003 Feasibility Report.  The 
projections distinguish between short-term and long-term factors. 
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Rate of Growth of Future Demand 

Trends for land use, population, and water demand inform decisions regarding the 
development of water resources.  Water wholesale and retail agencies may also frame 
predictions for growth in the number of housing units and water service accounts because 
development fees and connection fees obtained from new water service accounts and 
monthly user fees and rates from the new accounts, once they become active, represent a 
stream of revenue that may be used to meet expansion-related financial obligations. 

Two local agencies, SACOG and SCWA, have developed projections for these relevant 
factors within Zone 40 that best describes the outlook for Zone 41 within Zone 40 only 
areas:

1. Housing Units – SACOG projects a rate of growth for housing units that follows 
an S-shaped path.  From 2006 to 2010, the increase in the number of housing 
units is approximately 3,100 additional units annually.  The rate of increase 
accelerates in the intermediate future (2011 to 2015) and moderates beyond 2016.  
This estimate results in approximately 56,000 new accounts between now and 
2025.

2. Water Service Accounts - Based on the above estimates of growth and historical 
rates of growth, SCWA uses demographic growth patterns and historic service 
accounts connections to project the increase in the number of new Zone 41 
accounts within the Zone 40 benefit area.  SCWA projects it will add 
approximately 2,500 new accounts per year up through 2007, slowing to 2,000 
per year through 2030.  This estimate results in approximately 36,000 new 
accounts between now and 2025. 

Real Estate Market 

The most notable factor affecting short-run projections is the recent deceleration in the 
California residential real estate market.  According to the California Association of 
Realtors, home sales in California are expected to decline by 23 percent in 2006 and a 
further seven percent in 2007.  The median price of a single-family home is expected to 
decline by two percent between 2006 and 2007, the first decline in 11 years. 

Housing starts in California have declined as well.  Statewide, single-family home starts 
fell 15 percent and multi-family home starts fell by 9.7 percent between August, 2006 
and September, 2006, according to the California Building Industry Association. 

Compared to the first three quarters of calendar year 2005, according to Construction 
Industry Research Board statistics, the number of all types of housing permits issued in 
California during the first three quarters of calendar year 2006 declined by 20.5 percent.  
This downward trend is led by a decrease in single-family home permits, down 28.7 
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percent in the first three quarters of calendar year 2006.  (Permits issued for multi-family 
units actually increased by 4.1 percent.)  In the Sacramento Metropolitan Statistical Area, 
comprising Sacramento, El Dorado, Placer, and Yolo Counties, the number of all types of 
housing permits issued in the first three quarters of calendar year 2006 declined 
33.5 percent, relative to the first three quarters of calendar year 2005.  The number of 
single- family home permits in the first three quarters declined by 43.2 percent while the 
number of multi-family homes rose by 24.6 percent. 

The decline in permits issued has been evident in the SCWA service area as well.  The 
number of permits issued in the first half of fiscal year 2006-07 was approximately 50 
percent of what has typically occurred over the most recent five years , although the 
number of new water accounts was about the same as in the same period.  This tends to 
indicate that demand for housing has not declined, with customers buying from an 
existing inventory of housing stock.  However the supply of new housing is growing at a 
lower rate.  The lower rate of new housing construction may indicate the building 
industry sees lower demand for housing in future years.. 

Both the California Building Industry Association and the California Association of 
Realtors expect the current real estate market deceleration to continue for approximately 
one year.  The current slow-down is expected to end in fiscal year 2007-08, according to 
projections from the California Building Industry Association and Moodys.com. 

Sunrise Douglas 

One factor that may affect SCWA growth projections is the legal developments relating 
to the Sunrise Douglas master planned community.  In February 2007, the California 
Supreme Court decided that the environmental documentation was inadequate for 
development in the Sunrise Douglas specific plan area within SCWA.  The Sunrise 
Douglas development is projected to include about 20,000 homes at build-out and, as of 
December 31, 2006, 1,216 SCWA water accounts have been established in Sunrise 
Douglas.

The court held that the 2002 environmental impact report inadequately projected demand 
for water at build-out condition, and that the development may affect a nearby river.  
Building activity in Sunrise Douglas has not been stopped as of this writing, but there is a 
possibility that this could happen until replacement environmental documentation is 
prepared, circulated and approved.

The water management concept for the Sunrise Douglas development area now 
emphasizes conjunctive use of surface and groundwater supply.  Since 2002 other 
environmental documentation has been approved that addresses water demand at build-
out and the availability and sufficiency of ground and surface water supply to meet water 
demand needs at build-out.  Other environmental impact reports have been approved 
since 2002 including EIRs for the Freeport Regional Water Project  and the SCWA 
Water Supply Master Plan.  MWH is familiar with SCWA water supply planning  and 
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believes that most of the factual information to be contained in replacement 
environmental documentation exists in other documents and that it is reasonable to 
estimate that the appropriate environmental approvals for Sunrise Douglas may be 
obtained within a year.  There is a possibility that the period may be longer than that, 
depending on a number of factors including further court action.  It may also be shorter 
than a year. 

MWH estimated demand for SCWA water service accounts based on a number of factors, 
including growth estimates made by other local, regional and state planning 
professionals.  The rates of growth were not strongly influenced by lack of housing 
supply, as a number of developments are projected to move forward to supply the needed 
housing.  Following the Sunrise Douglas case, MWH verified the adequacy of other 
developments accommodating growth in lieu of Sunrise Douglas.  MWH is of the 
opinion that there will be adequate supply of housing and business properties at other 
developments to accommodate SCWA growth.  Notwithstanding, our projections of 
growth agency-wide for a two year period incorporate a conservative assumption that  the 
Sunrise Douglas situation will have an effect on SCWA account growth during that time 
frame.  

Growth Summary 

This Feasibility Report contains three short-run projections for housing starts for fiscal 
years 2006-07 and 2007-08 as shown in Figure 3-3 and enumerated in Table 3-8.

1. The Lower growth scenario short-run projection is for annual increases of 1,000 
new accounts for 2006-07 and 1,160 for 2007-08.

2. The Moderate growth scenario short-run projection, accounting for the Sunrise 
Douglas situation, also includes annual increases of 1,000 accounts for 2006-07,  
1,400 for 2007-08, 2,100 for 2008-09, with more growth in subsequent years..   

3. The Higher short-run projection expects annual increases of 1,250 accounts for 
2006-07 and 1,750 for 2007-08 with more growth in subsequent years.  Short 
term growth in the Higher growth scenario also accounts for possible effects due 
to the Sunrise Douglas situation. 

Comparison with available data suggests that the short-term projections for 2006-07 are 
conservative but reasonable.  In the first six months of fiscal year 2006-07, over 1,900 
new water service accounts were added in Zone 40 and Zone 41.  For the same period, 
there were 492 new building permits issued in the area. 

In the long-term, the Higher growth scenario for water service accounts follows the path 
of the SACOG projections with accelerated growth from 2007-08 through 2014-15 and 
more moderate growth thereafter. 
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Figure 3-3 

SCWA Water Account Projections 
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Table 3-8

Projections of Growth in New Water Service Accounts per Year 

Year Moderate Lower Higher

2006-07 1,000     1,000     1,250
2007-08 1,400     1,160     1,750
2008-09 2,100     1,340     2,650
2009-10 2,500     1,500     3,150
2010-11 2,500     1,500     3,150
2011-12 3,130     1,880     3,970
2012-13 3,130     1,880     3,970
2013-14 3,130     1,880     3,970

2014-15 3,130     1,880     3,970
2015-16 3,130     1,880     3,970
2016-17 2,250     1,350     2,830
2017-18 2,250     1,350     2,830
2018-19 2,250     1,350     2,830
2019-20 2,250     1,350     2,830
2020-21 2,250     1,350     2,830
2021-22 1,800     1,080     2,030
2022-23 1,800     1,080     2,030
2023-24 1,800     1,080     2,030
2024-25 1,800     1,080     2,030

The Moderate growth projection was based on a regression of past new service accounts 
and adjusted to reflect more conservative regional development patterns in the near 
future, and to reflect the Sunrise Douglas situation.  The growth in the number of 

MWH PAGE 3-13 



Section 3 – Water Customers and Consumption 

accounts is expected to be 2,500 per year for 2009-10 through 2010-11.  The growth in 
accounts is expected to increase at an accelerated rate for 2011-12 through 2015-16 and 
at a more moderate pace in later years.   

The Lower growth path is sixty percent of the annual change in accounts expected under 
the Moderate growth path.

Customer Growth for Financial Planning 

For financial planning purposes, the Moderate rate of growth through the year 2011-12 is 
considered to be the most likely and is recommended.  Projections have also been 
prepared for lower and higher rates of growth shown in Table 3-9.

In the Moderate growth scenario, the near-term projection through 2011-12, based on 
land use planning information, assumes that the new accounts will develop in Zones 40 
and 41 in similar patterns as has occurred in the recent past.   

Under the Moderate growth scenario, the number of connections is expected to grow 
about 19.9 percent over the next five years, with the lower growth and higher growth 
ends of the range being 13.0 percent and 24.8 percent, respectively. 

Table 3-9

Projected Number of Accounts by Service Area 

Moderate Growth Scenario
2006-07 2007-08 2008-09 2009-10 2010-11 2011-12

Zone 40 Only 4,010         4,060        4,110        4,160        4,210        4,260         
Zone 40 and Zone 41 42,592       43,905      45,918      48,331      50,744      53,787       
Zone 41 Only 3,619         3,656        3,693        3,730        3,767        3,804        

Total Connections 50,221       51,621      53,721      56,221      58,721 61,851

Annual change: 1,000         1,400        2,100        2,500        2,500        3,130         

Lower Growth Scenario

Zone 40 3,985         4,010        4,035        4,060        4,085        4,110         
Zone 40 and Zone 41 42,629       43,739      45,029      46,479      47,929      49,759       
Zone 41 Only 3,607         3,632        3,657        3,682        3,707        3,732        

Total Connections 50,221       51,381      52,721      54,221      55,721 57,601

Annual change: 1,000         1,160        1,340        1,500        1,500        1,880         

Higher Growth Scenario

Zone 40 Only 4,110         4,260        4,410        4,560        4,710        4,860         
Zone 40 and Zone 41 42,724       44,269      46,714      49,659      52,604      56,369       
Zone 41 Only 3,637         3,692        3,747        3,802        3,857        3,912        

Total Connections 50,471       52,221      54,871      58,021      61,171 65,141

Annual change: 1,250         1,750        2,650        3,150        3,150        3,970         

Amounts shown represent total number of accounts in fiscal year except Annual Change rows. 
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Section 4 

Capital Improvement Program 

The purpose of this section is to provide a description of the SCWA capital planning 
process and to identify specifically the project to be funded by the 2007 Bonds.  The 
2007 Bonds Project is a collection of construction projects and capital requirements 
consisting of the SCWA share of the Freeport Regional Water Project, including the 
Vineyard Surface WTP, plus the CSA Treated Water Pipeline and an additional 
construction contingency allowance.  The CSA Treated Water Pipeline and additional 
contingency allowance are not part of the Freeport Regional Water Project, but are 
necessary SCWA capital requirements to connect the Freeport Regional Water Project to 
the SCWA water system and to provide SCWA with assurance of sufficient capital 
resources to fully fund SCWA’s share of the Freeport Regional Water Project and the 
CSA Treated Water Pipeline.  The Freeport Regional Water Project constitutes the first 
major source of surface water for the Central Sacramento County Region within SCWA’s 
water service area, and is a necessary element of SCWA’s conjunctive use of water 
resources to serve long-term water demand.   

SCWA is actively engaged in a process of continuing improvement of water service for 
its existing customers and providing for new water service for planned development.  
Predominant features of SCWA’s strategy is to provide water service infrastructure 
concurrent with growth, to improve level of water service efficiencies for existing and 
future growth and to meet state and federal drinking water regulations.  SCWA’s capital 
planning details are described in the WSMP and in the WSIP.  The WSIP includes the 
SCWA CIP and serves SCWA’s annual capital budgeting process.  The WSIP and 
SCWA CIP are updated, at a minimum, every two years as part of SCWA’s overall 
budgeting and accounting protocol. 

This section summarizes the current SCWA CIP for meeting 2030 water demands and 
highlights the Freeport Regional Water Project that will be partially funded by the 2007 
Bonds.  Other zones of SCWA are described briefly in Section 2 but are independent of 
Zones 40 and 41 and are not participating in the benefits of or repayment requirements of 
the 2007 Bonds so their capital improvements are not addressed here.   

THE SCWA CIP 

SCWA’s CIP is made up of twelve elements and encompasses a twenty-five year outlook 
to provide facilities that will accommodate a total annual water demand of approximately 
113 TAF (about 100 mgd), including projects valued at nearly $1 billion.  The CIP is 
summarized in Table 4-1, which shows annual cost projections over the forthcoming six 
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year period and the 25 year totals1.  Table 4-1 does not include developer constructed 
projects or the additional contingency allowance mentioned earlier.  

Table 4-1

SCWA 6-Year and Long Term Capital Requirements 

($000s)
Totals

CIP Element 2006-07 2007-08 2008-09 2009-10 2010-11 2011-12 6-Year 25-Year

Conservation 1,135$       1,188$       1,248$       1,302$       1,432$       1,297$       7,602$       10,490$     
Replacement Water Projects 1,523         1,592         1,023         391            215            0                4,744         5,183         
SCWA Constructed Pipeline Projects 2,594         2,714         0                1,953         2,434         24,499       34,194       181,969     
Developer Reimbursements 1,450         1,450         1,450         1,450         1,450         1,450         8,700         36,250       
Groundwater Projects 5,173         4,509         11,561       14,084       8,478         7,653         51,458       199,890     
Recycled Water Projects 0                0                0                0                1,157         4,298         5,455         17,513       
SCADA 882            895            0                0                0                0                1,777         3,882         
Other 171            238            456            695            763            474            2,797         4,088         
Surface Water Acquisition 2,587         1,249         1,317         1,391         2,478         2,599         11,621       48,212       
Freeport Project (note a) 25,044       74,265       31,228       15,123       0                0                145,660     145,660     
Vineyard Surface WTP (note b) 1,736         16,357       63,963       75,167       40,480       0                197,703     272,396     
CSA Treated Water Pipeline 0                0              4,545       4,545       0              0               9,090         9,090        

Total, SCWA CIP (note c) 42,295$  104,457$  116,791$  116,101$  58,887$     42,270$     480,801$  934,623$

Table Notes:
“6-Year” includes 2006-07 through 2011-12.  “25-Year” includes 2006-07 through 2030-31. 
(a)  The “Freeport Project” row includes the SCWA cost of shared Freeport Regional Water Project facilities and of Freeport 

Regional Water Project facilities to be exclusively used by SCWA.
(b) The Vineyard Surface WTP is a project included in the Freeport Regional Water Project but is shown separately here and in 

some planning documents.  
(c) The total SCWA CIP shown includes SCWA Zone 40 master planned projects and does not include any projects included in any 

of the other SCWA zones.  All costs are expressed in escalated future dollars. 

The two largest project categories in terms of project value to be implemented in the next 
six years are the “Freeport Project” and the “Vineyard Surface WTP.”  These two cost 
categories and the CSA Treated Water Pipeline category will be partially funded by 
proceeds of the Series 2007 Bonds, as mentioned above, and are described in more detail 
below.  They are shown in boldface.  The 6-Year sum of these three line items is about 
$352 million.  A second phase of the Vineyard Surface WTP will be built in the future, 
perhaps in 2023, depending on water demand, at an estimated cost of about $75 million 
(the difference between the amounts shown in the 25-Year total column and the 6-Year 
total column). 

The estimated cost data in Table 4-1 are in escalated future dollars (escalated at an 
assumed annual increase of three percent).  The data shown are annual cash 
disbursements, not project commitments.  For example, if a project were estimated to 
cost $100 and the costs were to be disbursed over a two year period at the rate of $40 one 
year and $60 the second year (escalated costs), these data would be shown in Table 4-1 
as $40 in one year and $60 the next year, and not as a $100 contract commitment in the 
first year.  The cost data in Table 4-1 are project costs, meaning that they include 
estimated costs of design engineering, construction contracts, construction management, 

1 Costs shown in Table 4-1 conform with planning documents and do not include additional contingency 
allowances discussed later in this section. 
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resident engineering and inspection, permits, environmental mitigation (if appropriate), 
and other capital or capitalized costs ancillary to the projects.

Most of SCWA’s capital improvement planning involves projects to support growth.  The 
system is relatively young and major rehabilitation or replacement of the water supply 
and distribution system is not expected over the near-term.   

As described in Section 2, the Freeport Regional Water Project is defined in the FRWA 
Joint Powers Agreement and includes the Freeport Diversion Structure, raw water 
pipelines to serve SCWA and EBMUD, the Vineyard Surface WTP and other facilities 
that will benefit EBMUD but not SCWA.  In Table 4-1, the Vineyard Surface WTP is 
shown as a separate line item2.  The Freeport Project line item includes the other 
facilities of the Freeport Regional Water Project that are owned by FRWA and are of 
shared benefit for SCWA (the Diversion Structure, and Raw Water Pipeline Segments 1 
and 2), and facilities that are owned by SCWA and are of exclusive benefit to SCWA 
(Raw Water Pipeline Segment 4).  The CSA Finished Water Pipeline is not part of the 
Freeport Regional Water Project, per se, but is a necessary extension of the project as it 
will convey water from the Freeport Regional Water Project to the SCWA water system 
to serve SCWA customers.  

The Freeport Project line item includes only SCWA’s share of project costs.  The FRWA 
estimate of total Freeport Regional Water Project cost is estimated to be about $1 billion. 

The third largest project category is “Groundwater Projects.”  Groundwater projects 
consist of water well facilities and small water treatment plants located at well sites for 
removal of naturally occurring iron and manganese.  Other facilities pertaining to 
groundwater are also captured in this category, such as above ground storage reservoirs, 
fluoridation, on-site generators, etc.  The need for capital to produce such projects is 
closely linked with customer growth.  If growth is lower than expected, then the need of 
capital for groundwater projects is postponed. If growth is higher, then groundwater 
projects may need to be built sooner.  Although SCWA cannot predict precisely how 
various sections of its service area will grow, on a service-area-wide basis, SCWA’s CIP 
adapts its capital requirement to reflect the overall growth expectation.  The CIP shown 
in Table 4-1 reflects the timing of projects reflecting the Moderate growth scenario as 
defined in Section 3 of this report.

Developer Reimbursement Projects are typically larger pipeline projects that are 
primarily funded by the developer(s) requiring water facilities.  While most of the benefit 
(or water system capacity) of these projects accrues to the residents and businesses that 
will occupy the lands being developed, there is some benefit that will accrue to properties 
outside the development (typically associated with pipeline extensions to reach the 
development and over-sizing of pipelines through the development).  The cost of the 
capital facility is typically funded by the developer(s) and is reimbursed by SCWA over 

2 The Vineyard SWTP is actually part of the Freeport Water Project concept but is identified separately in 
SCWA capital plans. 
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time in accordance with contract terms.  Contract terms are generally set on a case by 
case basis and can include a reimbursement period of up to five years.  The costs shown 
in Table 4-1 as “Developer Reimbursements” are the estimated amounts that SCWA 
anticipates to reimburse developers over time for the capacity provided.  This is a capital 
cost because it purchases water system capacity.  Thus the line item does not show the 
full cost of the projects, just the estimated amounts to be reimbursed to developers by 
SCWA.   

MWH provided consulting engineering services and participated in the development of 
the WSMP and the WSIP and the SCWA CIP.  MWH has an intimate knowledge of the 
physical and operational aspects of the SCWA water system and its needs for capital 
improvements to serve existing and future customers, including all the projects included 
in the CIP summary shown on Table 4-1.   

MWH participated in the development of the planning documents used as the basis for 
the capital program as one of SCWA’s engineering consultants, and understands the 
depth, breadth and thoroughness of SCWA’s planning procedures.  MWH has reviewed 
other information provided by SCWA and other sources about the projects to be partially 
financed with the 2007 Bonds.  MWH opines that all of the projects in the CIP are 
necessary to accomplish the SCWA mission and will benefit the constituents when the 
projects are built or acquired and are operational.

MWH is familiar with the environmental permit process and has determined that the 
permits for all elements of the 2007 Bonds Project have been obtained, as described later 
in this section.

THE FREEPORT REGIONAL WATER PROJECT 

The Freeport Project facilities in Table 4-1 consist of project elements of the larger 
Freeport Regional Water Project (as defined earlier in this report) that will be of mutual 
benefit to SCWA and its FRWA partner, EBMUD.  It also includes projects that will be 
of exclusive benefit to SCWA.  Project elements of exclusive benefit to EBMUD are not 
included in this report.  Again, Table 4-1 includes only the SCWA share of costs of 
mutually beneficial projects and includes the entire costs of projects that will be of 
exclusive benefit to SCWA.   

MWH is familiar with the planning for the facilities is of the opinion that they are all to 
be designed to use proven and appropriate technologies, are to be constructed using 
proven construction methods with readily available materials and will have the capability 
of being operated as planned.  MWH opines that these features are reasonable.  

Figure 4-1 shows the overall configuration of the Freeport Regional Water Project. The
portion of the project of interest to this report is located in the upper part of the map.  
Figure 4-2 shows the general layout of the various elements of the portion of the larger 
Freeport Regional Water Project in the SCWA vicinity.   
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Figure 4-1 

Freeport Regional Water Project Overview 

See Figure 4-2 Below

Figure 4-2 

Freeport Project Elements 

Note:  “Intake Structure,” “Intake Facility” and “Diversion Structure” are synonymous.

FRWA (Joint) Raw Water

Pipeline Seg. 1 and Seg. 2

CSA (SCWA Only)

Treated Water Pipeline

FRWA (Joint) Raw

Water Intake

Structure and

Pumping Plant

FRWA (SCWA Only) Raw

Water Pipeline Seg. 4

Vineyard Surface WTP

(SCWA Only)

Map is Not to

Scale
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Projects Mutually Benefiting Both FRWA Partners 

These projects, which will be owned by FRWA, include:   

A structure to divert water from the Sacramento River called the FRWA Freeport 
Diversion Structure.

Two lengths of raw water pipeline (Segments 1 and 2) for transmission of water from 
the FRWA Freeport Diversion Structure to a “Bifurcation Point” in the pipeline 
where water is divided between a pipeline that will deliver water north to SCWA 
(Segment 4) and a pipeline that will deliver water to east to EBMUD (Segment 3).  

Projects that Exclusively Benefit SCWA 

These projects, which will be owned by SCWA, include: 

The Segment 4 pipeline that takes raw water from the Bifurcation Point to the 
Vineyard Surface WTP.   

The Vineyard Surface WTP.   

A treated water pipeline to serve the CSA.  Eventually, a transmission pipeline will 
be built from the Vineyard Surface WTP to the North Service Area.    

Freeport Project Descriptions 

As shown in Figures 4-1 and 4-2, the project takes water from the Sacramento River 
about 1.5 miles upstream of the Freeport Bridge and conveys it through a series of 
pipelines to the Vineyard Surface WTP located on the north end of the future extension 
of Vineyard Road on the north side of Florin Road, west of Excelsior Road.

FRWA Freeport Diversion Structure 

A new water intake and pumping plant is to be located on the Sacramento River in 
Sacramento.  The pumping plant will divert up to 185 mgd of water from the river, 85 
mgd for SCWA and 100 mgd for EBMUD.  The water will be pumped through a large 
diameter pipeline to the east side of Interstate 5.  This project will be owned by FRWA 
and operated by SCWA through a contract between SCWA and FRWA. 

FRWA Raw Water Pipeline (Segments 1 and 2) 

These two segments comprise approximately 12.5 miles of pipeline capable of carrying 
185 mgd of water running from the water diversion structure east to the pipeline 
Bifurcation Point.  Segment 1 is an 84-inch diameter pipeline that extends approximately 
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five miles east from the east side of Interstate 5 to the east side of State Highway 99.  
Segment 2 is also an 84-inch pipe, running approximately 7.5 miles from Highway 99 to 
the pipeline Bifurcation Point located at Gerber Road and Vineyard Road.  At the 
Bifurcation Point, a surge tank and control and metering structure will be constructed.  
Segments 1 and 2 will be owned by FRWA and operated by SCWA through a contract 
between SCWA and FRWA. 

Water for EBMUD will be conveyed east from the Bifurcation Point in pipeline 
Segment 3 capable of carrying 100 mgd of the Freeport Regional Water Project water to 
the Folsom South Canal.  Segment 3 is not a joint facility and is not a portion of the 
SCWA Freeport Project and will not be paid for with proceeds of the 2007 Bonds. 

SCWA Raw Water Pipeline (Segment 4) 

Segment 4 of the Freeport Regional Water Project is a 66-inch pipeline capable of 
carrying 100 mgd of water that leads from the Bifurcation Point control structure north 
about one mile to the Vineyard Surface WTP.  SCWA upsized this segment of the raw 
water pipeline to carry more than the 85 mgd designed in the intake and Pipeline 
Segments 1 and 2 to provide opportunities to rent any unused capacity in EBMUD’s 
portion of the joint project elements during years when EBMUD does not require use of 
the project.  Segment 4 will be owned and operated by SCWA. 

Vineyard Surface WTP 

The Vineyard Surface WTP is a new conventional surface water treatment plant, owned 
and operated by SCWA, and located on Florin Road in Sacramento County.  This plant 
has been designed using conventional treatment methods and will be the primary source 
of treated surface water for retail service to Zone 41 customers and for wholesale to 
adjacent water purveyors in the region upon future agreements being executed.  The 
Vineyard Surface WTP will be owned, operated and maintained by SCWA. 

THE 2007 BONDS PROJECT 

In addition to the Freeport Project facilities identified above, the 2007 Bonds Project will 
include the CSA Treated Water Pipeline and an Additional Contingency Allowance.  

CSA Treated Water Pipeline 

The CSA Treated Water Pipeline is a 60-inch diameter treated water conveyance pipeline 
approximately 1.1 miles in length, and connects the Vineyard Surface WTP to the 
Zone 41 treated water distribution system.  This pipeline will be owned and operated by 
SCWA. 
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Additional Contingency Allowance 

The construction costs of the Freeport Diversion Structure and Pipeline Segments 1, 2 
and 4 have been estimated by FRWA.  Cost estimates of the Vineyard Surface WTP and 
the CSA Treated Water Pipeline were estimated by SCWA staff and consultants.  Upon 
review for this Feasibility Study, MWH concluded that FRWA provided reasonable cost 
estimates.  However, given the current environment of construction cost volatility, MWH 
has recommended for capital planning purposes that SCWA include additional 
construction cost contingency allowance. MWH is of the opinion that the additional 
contingency allowance is prudent, conservative and appropriate for financial planning 
purposes.

The additional contingency allowances are based MWH’s assessment of applicable 
project cost risk and are summarized in the following tabulation: 

Diversion structure .......................................  5% 
Pipeline segment 1 .....................................  12% 
Pipeline segment 2 .......................................  5% 
Pipeline segment 4 .....................................  10% 
Vineyard Surface WTP ................................  6% 
CSA Treated Water Pipeline ......................  10% 

A synopsis of reasons for these allowances include: 

Diversion Structure.  The current FRWA cost estimate for this facility is the low bid 
received in a construction bid opening plus FRWA ancillary capital costs.  Additional 
resources are appropriate to account for unforeseen conditions or other causes of 
contract change orders or design modifications as may arise during construction. 

FRWA Project Pipeline Segment 1:  The additional contingency amount is to 
accommodate contingencies for construction of large water pipeline construction in 
urban streets where utility conflicts, traffic control, and construction mitigation is 
required.  Bids received in the last two years from other urban large pipeline projects 
in the Northern California region have averaged in the range of $25 to $29 per inch 
diameter per foot of pipeline.  Until construction bids are received on the Segment 1 
project, MWH believes it is appropriate to include a 12 percent additional 
contingency allowance due to cost risks associated with large diameter pipeline 
construction in urban environments.   

FRWA Project Pipeline Segment 2:  Construction contract bids for Segment 2 were 
received by FRWA on March 23, 2007.  The additional contingency amount is to 
account for unforeseen conditions or other causes of contract change orders or design 
modifications as may arise during construction, similar to the Diversion Structure 
additional contingency amount.   
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FRWA Project Pipeline Segment 4:  The additional contingency amount is to 
accommodate contingencies for large water pipeline construction in rural roads with 
restricted right-of-way and significant traffic control measures.  Recent bids from 
other projects in the Northern California region average approximately $15 to $20 per 
inch diameter per foot of pipeline. 

Vineyard Surface WTP:  The amount is based on industry standard contingency 
allowances for a water treatment construction project that is currently at the 
70 percent level of design.  The value includes the five percent allowance for contract 
change orders as indicated above, plus one percent for remaining risk factors 
associated with project planning, permits and design. 

CSA Treated Water Pipeline:  This is based on standard contingency allowance for a 
project that is currently at the 20 percent level of design and to be constructed in a 
similar environment as Segment 4.  This includes a ten percent allowance for design 
engineering and right of way acquisition requirements.  The pipeline is otherwise in 
the same construction environment as Segment 4 with respect to rural versus urban 
setting.

An underlying factor that suggests it is appropriate to be conservative with respect to 
estimating costs for financial planning purposes is the relatively high construction cost 
volatility being experienced in recent months.  This factor was underscored by FRWA’s 
recent bidding experience.  On October 25, 2006, FRWA received and opened 
construction bids for the Freeport Diversion Structure.  Three bids were received with the 
lowest bid at $120.5 million3.  The low bid was approximately 30 percent more than the 
Engineer’s Cost Estimate of $91.2 million.  The other two bids were $122.6 million and 
$146 million.  The significant difference between the low bid and Engineer’s Cost 
Estimate has been evaluated by the FRWA design team.  The following excerpt is taken 
from FRWA’s Bid Assessment document:  

General Bidding Climate Assessment 

Public agencies in California are experiencing volatile bidding conditions on recent 
bids. The volatile bidding conditions may be attributed to a number of market factors 
which have arisen over the past 24 months. These include:

• A steep increase in the world-wide demand for raw materials, such as oil and steel, 
caused by industrialization and modernization, primarily from China and India. 

• Similar increases in demand and competition for labor and materials driven by 
reconstruction after the Indian Ocean tsunami, the four hurricanes in Florida, and 
Hurricane Katrina in the Gulf coast.

• The large number of construction projects that are either in process or are bidding in 
the near future both regionally and nationally creating a seller’s market for construction 

3 This figure is to build the entire project, to be shared between SCWA and EBMUD. 
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services.  The workload forecast suggests continued labor and materials shortages into 
the next few years.

• Industry-wide volatility in the price of basic construction materials required for this 
project such as Portland cement, steel, pipe, and other materials. 

• Difficulty in obtaining firm bids from subcontractors and suppliers for the above 
materials over a multi-year project duration.

• High demand for labor, often requiring premium wages. 

As discussed in the FRWA Bid Assessment for the Diversion Structure project, there are 
many contributing cost dynamics that could lead to a 30 percent difference between the 
Engineer’s Estimate and the project bids.   

 COST ESTIMATES 

Estimated SCWA costs to build the 2007 Bonds Project are shown in Table 4-2.  The 
table includes five years of projected disbursements which include the current fiscal year 
and four additional years of projected costs at escalated cost values.  All costs of the 2007 
Bonds Project are anticipated to be expended before the 2011-12 year. 

Construction cost estimates for FRWA Project costs, as indicated in Table 4-2, were 
provided by FRWA for all facilities except Raw Water Pipeline Segments 1 and 2.  The 
discussion above indicates that construction cost bidding in recent months has been 
volatile.  This is indicated by the bidding for the Diversion Structure where all bids were 
well above the FRWA engineer’s estimated cost.  Bidding volatility and cost risk can 
cause favorable as well as unfavorable variance from expected cost.  This was 
demonstrated by recent construction bidding for Raw Water Pipeline Segment 2.   

Construction bids were received by FRWA for construction of Segment 2 on March 23, 
2007.  FRWA received five bids and all bids were below the FRWA Engineer’s Estimate 
of probable cost.  Accordingly MWH has reduced the FRWA estimated SCWA share of 
Segment 2 cost from the FRWA Engineer’s Cost estimate to reflect the construction bids.  
MWH chose the second low bid to indicate market value, rather than the low bid, because 
the construction contract has not been awarded or negotiated.  Table 4-2 (and Table 4-1) 
includes the revised values for Segment 2.   

FRWA has not changed the engineer’s estimate for Segment 1, but MWH is of the 
opinion that the bids for Segment 2 are indicative of market value for building urban 
environment 84 inch diameter pipelines in the Sacramento area at this time frame and 
therefore MWH has changed the estimated SCWA share of Segment 1 cost, which had 
been provided by FRWA, for the purposes of SCWA capital planning.  The reduced 
value for Segment 2 uses the same variance factor (26.3 percent reduction) from the 
FRWA Engineer’s Estimate for Segment 1 cost as was computed for the Segment 2 bid 
to estimated cost variance mentioned above.  The reduced values for Segment 1 are 
included in Table 4-2 (and Table 4-1).
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Table 4-2

2007 Bonds Project Estimated Costs 

($000s)
Freeport Project 2006-07 2007-08 2008-09 2009-10 2010-11 Totals

FRWA Owned Facilities (SCWA share of cost)
Freeport Diversion Structure 11,929$     29,225$     20,371$     10,034$     0$              71,559$     
Raw Water Pipeline Segment 1 2,957         17,020       4,853         2,391         0                27,221       
Raw Water Pipeline Segment 2 3,336         19,205       5,476         2,698         0                30,715      

Subtotal, FRWA Facilities 18,222$     65,450$     30,700$     15,123$     0$              129,495$   
SCWA Owned Freeport Project Facilities

Raw Water Pipeline Segment 4 6,822$       8,815$       528$          0$              0$              16,165$     
Vineyard Surface WTP

Design services 1,648$       7,957$       546$          0$              0$              10,151$     
Construction 88              8,400         63,417       75,167       40,480       187,552    

Subtotal, Vineyard Surface WTP 1,736$      16,357$    63,963$    75,167$    40,480$    197,703$
Subtotal, SCWA Facilities 8,558$       25,172$     64,491$     75,167$     40,480$     213,868$

Subtotal, Freeport Project 26,780$     90,622$     95,191$     90,290$     40,480$     343,363$

SCWA Facilities and Capital Requirements
CSA Treated Water Pipeline 0$              0$              4,545$       4,545$       0$              9,090$       
Additional Contingency Allowance 1,904         6,327         6,220         5,888         2,429         22,768      

Subtotal, SCWA Fac. & Cap. Reqts. 1,904$       6,327$       10,765$     10,433$     2,429$       31,858$    

Total, 2007 Bonds Project 28,684$     96,949$     105,956$  100,723$  42,909$     375,221$

Cumulative disbursement percentage  7.6%  33.5%  61.7%  88.6%  100.0%  100.0%

Table 4-2 varies from Table 4-1 in that the Freeport Project information shown as a 
single item in Table 4-1 is divided into component project elements in Table 4-2.  
Additionally, Table 4-2 includes the Additional Contingency Allowance data computed 
as discussed above.

The top portion of Table 4-2 includes the SCWA share of costs of the projects that will 
benefit both SCWA and EBMUD and will be owned by FRWA.  Next, the table shows 
the SCWA costs of the portions of the Freeport Project that SCWA will own outright.  
Then the table shows the SCWA costs that are not directly part of the Freeport Project 
but are necessary to implement the Freeport Project:  the CSA Treated Water Pipeline 
and the Additional Contingency Allowance.

MWH has participated in the development or has reviewed in detail the cost estimates of 
the facilities included in the 2007 Bonds Project.  Most of the facilities of the 2007 Bonds 
Project were estimated by FRWA.  MWH reviewed the cost and schedule estimates of 
the those facilities, and of the CSA Finished Water Pipeline project.  MWH has contract 
responsibility for the Vineyard Surface WTP and prepared its cost estimate.  MWH 
opines that the cost estimates for the 2007 Bonds Project as shown in Table 4-2 are 
reasonable.

PROJECT SCHEDULES 

The project schedule for the Freeport Regional Water Project, not including the Vineyard 
Surface WTP is shown in Figure 4-3 and the project schedule for the Vineyard Surface 
WTP is shown in Figure 4-4.
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Figure 4-3 

Freeport Regional Water Project Schedule 

Fiscal Years

FRWA Intake and Pipeline Schedule Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

River Intake and Pipeline Design

River Intake Bid Acceptance and Award Period

River Intake Construction

Pipeline Segment 1 Bid Acceptance and Award Period

Pipeline Segment 1 Construction

Pipeline Segment 2 Bid Acceptance and Award Period

Pipeline Segment 2 Construction

Pipeline Segment 4 Bid Acceptance and Award Period

Pipeline Segment 4 Construction

2010-112006-07 2007-08 2008-09 2009-10

Figure 4-4

Vineyard Surface WTP Schedule 

Fiscal Years

Vineyard Surface WTP and CSA Pipeline Schedule Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Design Services, Bid Acceptance and Award Period

Construction and Startup 

2010-112006-07 2007-08 2008-09 2009-10

The progress of the Freeport Project including the Vineyard Surface WTP and the CSA 
Treated Water Pipeline are basically on schedule.  Figure 4-3 shows the schedule for 
design, construction and operations of the Freeport Diversion Structure and Freeport 
Pipeline projects.  The figure reflects a construction completion time of late calendar year 
2009.  The schedule for the Vineyard Surface WTP is shown in Figure 4-4 with a 
completion date the fourth quarter of 2010-11.   

If a schedule delay develops in the implementation of the Freeport Project, SCWA has 
created a water supply contingency program which consists of relying more strongly on 
existing groundwater resources and utilizing pipeline interconnections that SCWA 
already has with neighboring water purveyors.  Some inefficiency would be introduced 
by project delay; however water service to meet new development water demands would 
not be delayed due to the availability of groundwater supplies in lieu of surface water 
from the Freeport Project. 

MWH has reviewed the construction schedules of the facilities included in the 2007 
Bonds Project and is of the opinion that the construction schedules are reasonable. 

This conclusion does not mean that cost or schedule variance on a particular project, or 
overall, is not expected, but that we are of the opinion that the projects have been 
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Section 4 - Capital Improvement Program 

carefully developed and the cost and construction schedule data, assumptions and 
conclusions are reasonable.  We have recommended that SCWA include larger 
contingency allowances as discussed herein.  These opinions and recommendation are 
based on our understanding of the information and our professional experience. 

ENVIRONMENTAL DOCUMENTATION 

MWH opines that the necessary environmental approvals have been secured for the 2007 
Bonds Project.

A mitigated negative declaration under CEQA for the Vineyard Surface WTP and the 
CSA Pipeline (Zone 40 Central Surface and Groundwater Treatment Plant, Pipelines and 
Corporation Yard - Control No. 04-PWE 0397) was approved by the SCWA Board of 
Directors on October 12, 2004. 

The Final Environmental Impact Report for the Freeport Regional Water Project, State 
Clearinghouse No. 2002032132, and Final Environmental Impact Statement (federal), 
were published in March 2004 and approved in January 2005. The reports are available 
from FRWA.  

A mitigated negative declaration under CEQA was issued in March 2006. The Mitigated 
Negative Declaration is a supplement to the project’s EIR and describes additional 
project features and proposed mitigation measures. 

PROGRAM/PROJECT MANAGEMENT 

Section 2 discusses SCWA’s organization and its participation in the Freeport Regional 
Water Project.  Because FRWA will manage the entire Freeport Regional Water Project 
construction program (SCWA only has a 46 percent share of the joint shared facilities), 
the total $397 million included in Table 4-2 (total minus CSA Treated Water Pipeline and 
the Additional Contingency Allowance of that pipeline) will be delivered by FRWA by 
contract agreements for construction and project management which includes prudent 
financial reporting on construction performance.  On average the annual construction 
value of 2007 Bonds Project amounts to about $75 million per year.  SCWA is 
appropriately financing its share of the project to produce the capital to pay FRWA on a 
timely basis. 

From 2001-02 through 2005-06 nearly $150 million has been invested by SCWA in 
water system capital improvements.  Most of this investment has been for projects 
outlined and planned in SCWA’s master planning work.  The types of project 
investments have been roughly divided equally between water supply and treatment 
projects and water conveyance projects.  A summary of annual capital outlay during this 
period is shown in Table 4-3.
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Table 4-3 

Recent History of Annual Capital Construction 

2001-02 ........... $ 14.07 million 
2002-03 ...........  27.21 
2003-04 ...........  12.85 
2004-05 ...........  46.67 
2005-06 ...........  47.77
Subtotal ........... $ 148.57 million 

2006-07 ........... $ 44.54 million projected 

The data in Table 4-3 for the years 2000-01 through 2005-06 are audited actual 
disbursements as stated in the SCWA Comprehensive Annual Financial Reports 
(“CAFRs”).  The projected value shown for 2006-07 is the figure included in the SCWA 
CIP as shown in Table 4-1.  The level of annual capital outlay has increased fourfold 
since 2003-04, but as addressed in Section 3, the SCWA service area has grown during 
this time both in numbers of customers and geographical expanse, requiring larger and 
longer pipeline systems and the construction of new groundwater treatment plants and 
associated wells and storage facilities. 

SCWA’s recent historical trend shows increasing capacity to plan, design and construct 
major capital projects.  As the requirement to produce annual capital projects continues to 
increase, SCWA will need to continue its ability to effectively manage the increasing 
workload.  SCWA’s history of providing professional staff and to engage qualified 
consultants on a timely basis indicates strong managerial adaptability to ensure 
successful project construction results.

MWH finds that SCWA’s strategies and methods of planning and implementing 
improvements and expansion to its physical facilities reasonable for the purposes of 
meeting service demands and to provide capital facilities while maintaining competitive 
rates and fees.
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Section 5 

Financing Plan 

Until 2003, SCWA relied on internally generated funds (Water Development Fees, user 
fees, interest earnings, miscellaneous revenue, grants-in-aid and utilization of 
unrestricted funds and reserves) to fund its capital requirements and obligations without 
undertaking the sale of bonds or incurring other forms of debt.   

In 2003 SCWA and Sacramento County formed the SCWFA to facilitate the first SCWA 
bond sale.  The SCWFA/SCWA bonds issued in 2003 (the “2003 Bonds”) funded various 
capital water facilities, including large groundwater treatment plants that would become 
part of the larger conjunctive use system, outlined in the WFA and addressed earlier in 
this report.  The conjunctive use system would include a surface water supply that is 
being funded through the 2007 Bonds.

Moving forward, SCWA plans to continue to fund its capital needs with both internally 
generated funds and revenue bonds.

The purpose of the 2007 Bonds will be to provide capital to partially fund SCWA’s share 
of the Freeport Regional Water Project costs, including the Vineyard Surface WTP, plus 
the CSA Treated Water Pipeline and the additional contingency allowance as described 
in detail in Section 4.

SOURCES AND APPLICATIONS OF FUNDS 

Table 5-1 summarizes the estimated total capital needs of SCWA over the near-term 
period through 2011-12.  The total is $534,603,000. The table also presents SCWA’s 
plan of finance with respect to which sources of funds will be assumed to meet the capital 
requirement each year.  The total capital uses and sources are presented for each year and 
for the sum of the six years shown.   

At the bottom of the table debt/equity ratios are shown.  Over the six year period, SCWA 
anticipates a new money debt to total capital ratio of about 67 percent.  This figure does 
not account for service of outstanding debt.
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Table 5-1

Financial Plan Sources and Uses of Capital Funds 

($000s)
6-Year

2006-07 2007-08 2008-09 2009-10 2010-11 2011-12 Totals

Capital uses
SCWA CIP (Zone 40) 42,295$      104,457$    116,791$    116,101$    58,887$      42,270$      480,801$    
Additional Contingency Allowance 1,904          6,327          6,220          5,888          2,429          0                 22,768        
Zone 40 ancillary capital costs 145             145             145             145             145             145             870             
Zone 41 capital outlay 1,466          1,558          1,657          1,761          1,872          1,990          10,303        
Zone 41 const'n & equip. 0                 5,166          6,482          3,029          2,592          2,592          19,861       

Total uses 45,810$      117,653$  131,295$    126,924$    65,925$      46,997$      534,603$   

Capital sources 
Prop. 50 grant (note a) 4,935$        4,935$        
Proceeds of 2003 Bonds (note b) 5,232          5,232          
2007 Bonds (note c) 12,517        96,949        105,956      100,723      42,909        0                 359,054      
Internally generated funds 23,126        20,704        25,339        26,201        23,016        46,997        165,382     

Total capital sources 45,810$      117,653$  131,295$    126,924$    65,925$      46,997$      534,603$   

New money debt to total capital 27.3% 82.4% 80.7% 79.4% 65.1% 0.0% 67.2%

Note a:   Notice of grant award has been received by FRWA.  Additional grants will likely become available in subsequent years.
Note b:  This represents the expenditure of the balance of remaining 2003 Bonds funds. 
Note c:   First year sources include the SCWA share of Freeport Project costs, less the Grant and 2003 Proceeds, less $6 million to 

be provided by internally generated funds.  

Uses of Funds 

Table 5-1 includes the following: 

The SCWA CIP (Zone 40) as presented on the bottom line of Table 4-1.  This 
amount does not include the Additional Contingency Allowance. 

The Additional Contingency Allowance as shown in Table 4-2.

Zone 40 ancillary capital costs are nominal costs SCWA incurs for the purposes of 
accommodating the Developer Reimbursement Projects transactions discussed in 
Section 4.  The costs include planning, design, environmental review, land 
acquisition (if needed), construction inspection, and administration of capital 
projects.  A constant amount is shown for each year of the projection period, 
representing an extension of recent experience. 

Zone 41 capital outlay costs are accounted for two ways in SCWA’s financial 
reports.  Capital outlay consists of major rehabilitation projects, such as changing 
pump impellers, and changes to meet regulatory requirements, etc.  Construction and 
equipment costs are typically incurred through outsourcing of work orders to 
construction companies and for purchase of heavy equipment needed to carry out the 
larger operations and maintenance responsibilities of the SCWA water system. 
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Sources of Funds 

SCWA recently participated in a grant application with EBMUD and FRWA for a 
Prop. 50 grant from the State of California Department of Water Resources and State 
Water Resources Control Board for an Integrated Regional Water Management 
Implementation grant.  SCWA was advised by FRWA in mid-November that the grant 
was awarded to the region.  The SCWA share of the grant monies is shown in 
FY 2006-07; however, the exact timing of the receiving the money is not known and is 
assumed to occur in the fourth quarter of 2006-07. 

Approximately $5 million of proceeds (the remaining balance) of the Series 2003 Bonds 
have been disbursed and accounted for in fiscal year 2006-07.

The major source of funds shown in Table 5-1 is proceeds from the proposed 
2007 Bonds.  For the most part, this source of funds along with the grants and the 
2003 Bonds proceeds are used to fund the entire 2007 Bonds Project capital requirements 
of $375 million as shown in Table 4-2.  For the first year in Table 5-1, FY 2006-07, the 
amount shown is $12.5 million.  This amount represents the 2007 Bonds Project amount 
for that year, $28.7 million (see Table 4-2) minus the sum of the grant money, the 
remaining proceeds of the 2003 Bonds and $6 million of internally generated funds.  This
capital contribution has been sized in order to maintain an SCWA fund balance within 
desirable parameters in the out-years of the SCWA financial proforma.   

In years 2007-08, 2008-09 and 2009-10 the amounts of proceeds needed from the sale of 
the 2007 Bonds equals the Freeport Project, CSA Pipeline, and Additional Contingency 
Allowance totals for each of those years as shown in Table 4-2.  In each of the years 
shown, total capital requirement minus the sum provided by the 2007 Bonds and the 
other sources of capital shown is the amount of capital that must be produced from 
internally generated funds, sometimes referred to as pay-as-you-go or pay-go funds.  The 
$382 million shown represents proceeds required for capital uses and does not include 
capitalized costs such as interest, reserve, professional fees, discounts or premiums 
associated with the financing.

It is reasonable to contemplate that additional and attractive sources of funds, such as 
grants or low interest loans, may be utilized by SCWA during the six year period shown.  
Because such funds are not quantifiable at this juncture, it is conservative for financial 
planning purposes not to assume availability of such fund sources.  If they do become 
available they will be implemented only if they have a net-positive effect on SCWA’s 
financial plans.
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Summary of 2007 Bonds Proceeds Required 

Table 5-1 shows that the amount of capital required of the 2007 Bonds is $359,054,000.  
Table 5-2 summarized the sources and uses of capital associated only with the 2007 
Bonds.

Table 5-2

2007 Bonds Proceeds Required 

($000s)

SCWA share of Freeport Regional Water Project cost 145,660$
Vineyard Surface WTP (Phase I) 197,703
CSA Treated Water Pipeline 9,090
Additional Contingency Allowance 22,768

Subtotal 375,221$
Less applied sources

Prop. 50 grant 4,935$
Proceeds of 2003 Bonds 5,232
Internally generated funds 6,000

Subtotal 16,167$

Net proceeds required 359,054$

DEBT SERVICE 

An estimate of annual net debt service of the 2007 Bonds is shown in Table 5-3.

Table 5-3

Projected Net Debt Service

($000s)

2006-07 2007-08 2008-09 2009-10 2010-11 2011-12

Net debt service on 2003 Bonds 3,096$ 3,097$       3,098$ 3,094$ 3,098$       3,096$
Net debt service on 2007 Bonds 0                0                8,156 22,036       22,035 22,034

Total debt service 3,096$  3,097$       11,254$  25,130$  25,133$  25,130$

Net debt service on the 2003 Bonds is shown in Table 5-3.  Sources of this information 
are the Official Statement of the 2003 Bonds and SCWA’s CAFRs.  The data include 
principal and interest payments in the fiscal years when they are due, less anticipated 
interest earned on the Bond Reserve during the same fiscal periods.  The Bond Reserve 
for the 2003 Bonds generates about $140,000 interest earnings and that amount is 
subtracted from the debt service amount for the purpose of determining debt service 
coverage.  Estimated net debt service for the 2007 Bonds was provided by Bear Stearns 
& Co. Inc., the lead underwriter for the sale of the 2007 Bonds. 
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Section 6 

Revenue and Expense History

SCWA WATER REVENUE

SCWA derives revenue from both Zone 40 and Zone 41 customers.  Recent history of 
SCWA revenue is summarized in Table 6-1.  Revenue increases have been due to growth 
(more accounts paying the tariffs) plus SCWA’s increases of rate and fee tariffs.  
Revenue was less in 2005-06 than the previous two years due to reduced payment of 
Water Development Fees and remaining high amount of impact fee credits granted (in 
exchange for water facilities constructed by developers) in lieu of cash payment of the 
Water Development Fees.  Water Development Fee revenues are accounted by SCWA as 
operating revenues in compliance with GASB 331.

Table 6-1

SCWA Revenue History 

($000s)

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

Revenue

Operating revenues
Charges for services and other op. rev. 38,008$     46,873$     50,708$     45,037$     
Less impact fee credits (2,193)        (2,772)        (8,015)        (8,594)       

Total, net operating revenues 35,815$     44,101$     42,693$     36,443$     
Non-operating revenue 943            1,321         2,375         3,873        

Total revenues 36,758$     45,422$     45,068$     40,316$     

The information included in Table 6-1 was derived from SCWA CAFRs. 

Zone 40 produces two principal forms of income for SCWA:  Water Development Fees 
paid by developers and new connectors, and service fees paid monthly by all Zone 40 
customers.  Zone 41 derives income principally from monthly service charges and 
connection fees paid for service and equipment to make the physical connection to the 
system (meter, meter box, valves, small diameter pipeline, etc.).  In addition to these four 
principal sources of income, SCWA collects income from a variety of other sources.   

1 The Governmental Accounting Standards Board (“GASB”) issues pronouncements about accounting and 
financial reporting for state and local governments.  GASB 33 is a pronouncement issued in 1998 
regarding accounting for non-exchange transactions such as development impact fees.  
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Water Development Fees and Connection Fees 

Development impact fees are used by many water agencies as a means to achieve and 
maintain cost burden equity among its past, present and future customers.  SCWA’s 
Zone 40 Water Development Fees are development impact fees or capital charges and are 
subject to the State Mitigation Fee Act2 (Gov.C. §66000).  The Zone 40 Water 
Development Fees are charged per connection, measured in equivalent dwelling units 
(“EDUs”).  A single connection may encompass more than one EDU.   

Zone 41 charges connection fees to connect new customers, as mentioned earlier in this 
report.

Water Development Fee Credits 

Beginning in FY 2001-02, SCWA has given developers, when appropriate, credit for 
infrastructure dedications in lieu of requiring them to pay Water Development Fees.  For 
example, if a developer builds a water pipeline required by SCWA as a condition of 
development and is developing ten residences, then as partial payment for the pipeline 
SCWA will give ten impact fee credits to the developer in lieu of the developer paying 
impact fees for the ten residences.  (This example assumes the value of the pipeline 
exceeds the value of ten impact fees.)  The credits are called “impact fee credits” in 
SCWA financial documents.  

Discussions with SCWA management indicate that in the near future the value of impact 
fee credits will be significantly reduced with a corresponding increase in Water 
Development Fee cash payments for two reasons: 

The large projects, principally groundwater projects, which were transferred to 
SCWA by developers in recent history largely have been built and SCWA does not 
see a need for further groundwater projects to be built and provided by developers.  
These projects were paid for by developers in lieu of paying Water Development 
Fees and thus generated large values of impact fee credits.   

SCWA is instituting new procedures where impact fee credits will likely become a 
smaller percentage of Water Development Fee income.  This will be accomplished 
partly by SCWA contracting for construction directly (or performing construction 
with its own resources) rather than relying on developers to construct facilities.

Zone 40 Service Fees and Zone 41 Service Fees 

Monthly service fees are paid by customers as described in Section 2.  Income from this 
revenue source is used by SCWA to pay minor expenses, fund pay-as-you-go capital 
projects, pay debt service on debt financed assets, pay O&M and pay for other costs as 
appropriate.

2 Formerly known as “AB 1600” 
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Revenue Efficiency Analysis 

SCWA uses a number of rate and fee programs.  For the purposes of determining revenue 
sufficiency in this report, the four principal user revenue sources —Zone 40 Water 
Development Fees, Zone 40 monthly service charges, Zone 41 Connection Fees and 
Zone 41 monthly service charges – become the focus of revenue projection for the near 
future.  For this purpose the history of the four revenue sources was evaluated to 
determine, on average, how much revenue is actually generated from rates and fees 
versus how much would be predicted by multiplying the tariff (rate schedule) values 
times the number of accounts.  This approach effectively creates a “weighted average” 
that balances the impact of different revenue categories on SCWA’s revenue base.  Using 
this method, future revenue can be estimated with greater assurance based on the number 
of expected customers that are forecast to connect and to pay the monthly fees.  The 
revenue efficiency analysis is summarized in Table 6-2. 

Because Zone 41 Connection Fees are intended to recover specific and relatively small 
costs of making a physical connection, that cost category was not evaluated for revenue 
efficiency.  Essentially, if the Zone 41 connection fee tariff is a certain amount, the 
revenue from this source in a given year is expected to be 100 percent of that tariff 
amount times the number of new Zone 41 accounts in that year.  New accounts in a given 
year are assumed to connect uniformly (one-twelfth per month) over that year.  

For each of the other three revenue sources shown in Table 6-2, the annual revenue 
predicted will be a percentage (greater or less than 100 percent) of the number of 
accounts paying the fee times the tariff rate.  The revenue efficiency for each category is 
determined as follows. 
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Table 6-2

Historical Revenue Efficiency Analysis 

Unit Revenue Analysis 2002-03 2003-04 2004-05 2005-06

Zone 40 water development fee
Zone 40 accounts, eoy 31,260        35,879        40,732 44,736        
New accounts 4,208          4,619          4,853          4,004          
Water dev. fee / new acct 5,430$        5,897$ 4,705$        3,807$        
Legislated aggregate fee 4,650$        5,047$ 6,664$        8,376$        
Ratio of effective to tariff  117%  117%  71%  45%

Zone 40 water use fee
Zone 40 accounts, eoy 31,260        35,879        40,732 44,736        
Water user fee / account 64.87$        78.98$ 94.47$        100.83$      
...per month, effective 5.41$          6.58$          7.87$          8.40$          
Legislated aggregate  rate 5.38$          6.63$          7.53$          8.28$          
...per year 64.50$        79.50$ 90.30$        99.33$        
Ratio of effective to tariff  101%  99%  105%  102%

Zone 41 water service charge
Zone 41 accounts, eoy 32,744        36,890        41,451 45,261        
Water service charge / acct 243.61$      268.76$      274.30$ 288.52$      
...per month, effective 20.30$        22.40$ 22.86$        24.04$        
Legislated aggregate  rate 16.09$        17.95$ 19.00$        20.04$        
...per year 193.02$      215.34$      227.94$ 240.51$      
Ratio of effective to tariff  126%  125%  120%  120%

The first row of data for each revenue category is the number of accounts that applied in 
each of the four years of history shown.  The accounts data are derived from Sacramento 
County records.  For service charges the applicable number of accounts is the number at 
the end of the year.  For water development fee and connection fees it is the number of 
new permits (which is approximated by number of new water accounts) each year.  These 
numbers are appropriate because they correspond with the form of data as forecast in 
Section 3 of this report.

Unit revenue per account or per account per unit of time is shown next.  It is determined 
by dividing total annual revenue actually realized by the first row account data.

The “legislated aggregate rate” is shown in the next row.  This is the average tariff rate in 
effect that year, reflecting that rates have changed on various dates during the years.

“Ratio of effective to tariff” is a measure of revenue efficiency (sometimes called 
“revenue production factor”).  It is determined by dividing the actual fee per account 
revenue by the legislated tariff rate.  For example if a tariff per account per year is $100 
and the actual production were $110 or $95, then the ratio of effective to tariff would be 
110 percent or 95 percent, respectively.
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Table 6-2 indicates that in most recent two years the Zone 40 Water Development Fee 
revenue has been declining as a percentage of the amount that results when one 
multiplies the number of customers by the fee.  Several factors influence this 
phenomenon.  One is the lower percentage of Water Development Fees directly paid 
because developers were given credits in exchange for donated assets.  As discussed 
earlier, this trend is expected to be reversed in the near future.  A second reason is that 
there were fewer new connections in the most recent year, as recounted in Section 3.  
Coupled with this is the cyclical nature of the housing industry where in some years 
building starts (permits) out number the number of new water accounts (thus increasing 
the inventory of housing availability) and in other years the number of permits is less 
than the number of new accounts (thus reducing the inventory of housing availability).  
For our revenue projection, the average of the most recent three years, 77.6 percent, is 
used for the 2006-07 year and 80 percent is used in subsequent years reflecting SCWA 
management anticipation that Water Development Fee credits will be reducing and 
revenue efficiency improving correspondingly.  

Zone 40 monthly water charge revenue efficiency has been a little greater than 100 
percent and Zone 41 water service charge efficiency has been higher, approximately 
120 percent.  The positive variance from 100 percent shown in the latter two results are 
mostly due to the other revenue sources in the tariffs plus the commercial and industrial 
accounts where the number of equivalent dwelling units per account is typically greater 
than one.  For our revenue projections we assumed 102 percent efficiency for the Zone 
40 water service fee projection and 120 percent efficiency for the Zone 41 water service 
charge projection. 

The revenue efficiency factors determined in Table 6-2 are incorporated into the 
projection of revenues addressed in Section 7.

SCWA EXPENSES

Recent history and current year budgeted expense of Zone 41 is shown in Table 6-3.  The 
source of this information is the SCWA CAFRs.  The CAFRs report a single line for 
O&M expense3, as shown in Table 6-3.

Table 6-3

SCWA Expense History 

($000s)

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

O&M Expenses 10,382$     13,995$     13,122$ 16,027$

3 See CAFR p.44 
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Zone 40 has non-capital administrative expenses.  In 2006-07 the amount was 
approximately $459,000.  

Labor expense is the largest cost object of SCWA O&M expense, followed by electricity 
needed to power pumping plants and treatment plants.  Personnel costs include costs of 
direct labor and personnel related benefits and overheads as expensed to SCWA by the 
County accounting system.  Costs of non-county employed outside labor are not included 
in the personnel costs category; such costs are included in other O&M cost categories. 

Moving forward, the Agency has recently negotiated a labor agreement which provides a 
large cost increase in 2006-07 (retroactive to July 1st).  In addition, the Agency expects 
that one of its power sources, SMUD, may increase rates at some point in the future.  

Depreciation is recognized by SCWA but is excluded from Table 6-3 because it is not a 
rate revenue requirement.  Further, the rate covenant for the 2007 Bonds transaction 
excludes depreciation and amortization for determination of debt service coverage.   

SCWA has a “Contribution to other agencies” O&M expense.  This includes the money 
SCWA pays to the City of Sacramento for use of water facilities.  SCWA has an 
infrastructure agreement with City of Sacramento which allows SCWA to use certain 
City infrastructure for its remaining life, which has been estimated to be fifty years.  
Payment of a “Capital Facilities Use Fee” is made by SCWA annually over a ten year 
period.  SCWA accounts for the principal payment as a Zone 40 capital cost and the 
interest payment as an operation expense.  As defined in the Master Installment Purchase 
Contract, payment of this contractual obligation constitutes O&M expense for purposes 
of debt service coverage determination and is not included in the capital requirements 
addressed in Section 4.

Revenue sufficiency risks include several factors.  Economic/population slow-down or 
decline would result in correspondingly lower annual revenues.  MWH does not believe 
this will occur, as evidenced by the information included in Section 3, however we have 
incorporated two years of reduced growth in our forecast of new water accounts.  Costs 
of the factors of production (labor, materials, capital) could rise inordinately.  Water is a 
basic life support commodity and MWH believes water customers will continue to pay 
their bills unless a viable alternative can be produced and distributed more economically, 
and assuming that there will be very little or no price elasticity effect associated with the 
modest rate adjustments that have been contemplated and included in this Feasibility
Report.  A natural disaster risk of flooding is addressed in Section 2.  MWH believes this 
risk will not materially affect net revenue sufficiency for SCWA.  MWH believes that the 
Sunrise Douglas issue will be resolved within a reasonable timeframe and that the 
demand for housing will be accommodated within SCWA’s service area.  
Notwithstanding, MWH has projected growth of new water accounts conservatively to 
account of potential delay of housing due to the Sunrise Douglas situation.  See Section 
3.
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MWH’s opinion is that SCWA’s customer growth, budgeting thoroughness, and 
willingness to increase rates and fees when appropriate are strong indicators of net 
revenue sufficiency for the future and that it is reasonable to assume that the coverage 
requirement will be met.   
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Section 7 

 Rates, Fees and Results of Operations 

SCWA WATER RATES AND FEES 

History and projection of SCWA rates and fees for Zone 40 and Zone 41 are discussed in 
the following paragraphs.  SCWA legislates and collects charges and fees in accordance 
with the SCWA Ordinance and other ordinances and resolutions of the Board, consistent 
with the Agency Act.

History 

SCWA uses a number of different forms of rates and fees to generate revenue from 
customers.  The principal rates include monthly charges to customers of Zone 40 and 
Zone 41. Table 7-1 shows the recent history of these rates: 

Table 7-1

SCWA Water Rate History  

Effective Date (Mon 'Yr)

Historical Service Charges Oct '01 Oct '02 Oct '03 Oct '04 Oct '05 Oct '06

Zone 40 component 5.00$       5.50$       7.00$       7.70$       8.47$       8.47$       
Zone 41 component 14.96       16.46       18.44       19.18       20.33       20.33      

Sum 19.96$     21.96$     25.44$     26.88$     28.80$     28.80$     

The dates shown in Table 7-1 are the dates the changes became effective.  The sum of the 
two charges is shown in the table because more than 90 percent of SCWA Zone 40 and 
Zone 41 customers pay both charges.  SCWA has implemented its rate adjustments in 
accordance with Prop. 218 procedures.

Recent history of SCWA’s programs of Water Development Fees and Connection Fees 
are shown in Table 7-2.
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Table 7-2

Water Development Fee and Connection Fee History 

Zone 40 Water Development Fees Effective Date (Mon 'Yr)

Historical fees Mar '03 Mar '04 Sep '04 Mar '05 Sep '05 Mar '06 Sep '06

Impact Fee per EDU $4,669 $5,803 $6,403 $7,487 $8,128 $9,192 $9,692
Percentage increase  1%  24%  10%  17%  9%  13%  5%

Zone 41 Connection Fees

Historical fees Oct '01 Oct '02 Oct '03 Oct '04 Oct '05 Oct '06

Connection fee $150.00 $165.00 $184.80 $192.19 $376.00 $376.00
Percentage increase  10%  12%  4%  96%  0%

Water Development Fees in Zone 40 are used to assess incremental costs of system 
capacity used by new connectors.  The fees are administered by SCWA in accordance 
with the Mitigation Fee Act.

The program of Connection Fees in Zone 41 are used to assess the costs of providing a 
water service line and meter, including meter box, corporation stops and installation, to 
new connectors to the water system.  It does not recover costs of system capacity. 

Projection

An iterative process was utilized to determine monthly water rate adjustments over the 
forthcoming five year period.  The objective of the process was to maintain monthly 
service charge and impact/connection fees as low as possible while meeting certain 
financial management goals including producing sufficient net revenues to meet the 
SCWA rate covenant requirements for debt service coverage.   

Table 7-3 shows the prospective adjustments to the monthly service charges.  

Table 7-3

SCWA Water Rate Projection 

Effective Date (Mon 'Yr)

Jul '07 Jul '08 Jul '09 Jul '10 Jul '11 Jul '12

Zone 40 component
Additional service charge 4.00$       4.00$       4.00$       4.00$       4.00$       0.00$
Service charge, eoy 12.47$     16.47$     20.47$     24.47$     28.47$     28.47$

Zone 41component
Additional service charge 3.00$       3.00$       3.00$       3.00$       3.00$       0.00$
Service charge, eoy 23.33$     26.33$     29.33$     32.33$     35.33$     35.33$

Note:  The rate changes indicated to become effective July 2007 and July 2008 have been 
approved and enacted by the SCWA Board.  Other rate changes are assumed to be approved and 
enacted by the Board in the future. 
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Table 7-3 indicates that monthly rates would increase for Zone 40 customers by $4 in 
July of each of the following five years.  Monthly rates for Zone 41 customers would 
increase by $3 in July of each of the following five years.  Customers in both zones 
would see rates increase by $7 per month each year in order to meet the revenue 
requirements of the Agency.  No rate adjustments are indicated at this time for the 
2012-13 year (effective July 2012) or subsequent years.

Water Rate Structure 

Some SCWA accounts are flat rate un-metered accounts and by the year 2013 SCWA 
expects that all the flat-rate retail customers will be converted to metered customers.  The 
remaining flat rate customers will be converted to water meters on a similar schedule.   

Water Rate Comparison 

Figure 7-1 presents a comparison of SCWA’s current water charges for typical single 
family residential accounts with those of other water utilities.  It is appropriate to 
compare current rates because it is not known when other water agencies will change 
their rates and charges.

MWH PAGE 7-3 



Section 7 - Rates, Fees and Results of Operations 

Figure 7-1 

Monthly Charges of Water Utilities 

0.00 10.00 20.00 30.00 40.00 50.00 60.00 70.00

ELK GROVE WATER SERVICE (Tarif Area 2)

CARMICHAEL WATER DISTRICT

FAIR OAKS WATER DISTRICT

PLACER COUNTY WATER AGENCY

ELK GROVE WATER SERVICE (Tarif Area 1)

CITY OF STOCKTON

CITY OF WEST SACRAMENTO

GOLDEN STATE WATER

SCWA (within Zone 40 and Zone 41)

CITY OF DAVIS

SAC.  SUBURBAN WATER

RIO LINDA WATER DISTRICT

CITY OF FOLSOM

CITY OF SACRAMENTO

ORANGEVALE WATER DISTRICT

FRUITRIDGE VISTA WATER

CITY OF ROSEVILLE

SCWA (within Zone 41 only)

CITY OF GALT

AMERICAN WATER

FLORIN COUNTY WATER

DEL PASO MANOR WATER

Monthly Charge

Water Development and Connection Fees 

Table 7-4 shows the adjustments to the Water Development Fees and Connection Fees in 
Zone 40 and Zone 41, respectively.

In January 2007 the Board approved the $800 adjustment that became effective in March 
2007.  The Board has reviewed as an information item the two additional adjustments of 
$600 recommended by SCWA management but has not yet considered them for 
approval.  If approved those adjustments would become effective in September 2007 and 
March 2008.
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Table 7-4

Water Development Fee and Connection Fee Projection 

Effective Date (Mon 'Yr)

Zone 40 Water Development Fee Mar '07 Sep '07 Mar '08 Mar '09 Mar '10 Mar '11 Mar '12

Additional Board Enacted amount 600$       600$       0$           0$           0$              0$              
ENR index adjustment 693         813         864         918            976           

Adjusted fee 11,004$  11,604$  12,897$  13,710$  14,573$ 15,492$     16,468$     

Zone 41 Water Connection Fee Mar '07 Mar '08 Mar '09 Mar '10 Mar '11 Mar '12

Additional Board Enacted amount 0$           0$           0$           0$           0$              0$              
Cost of service adjustment 0             24           25           27           28              30             

Adjusted fee 376$       400$       425$       452$       480$          510$          

Note:  The Zone 40 Water Development Fee is subject to an automatic annual adjustment based on the published Construction 
Cost Index of the Engineering News-Record magazine, a Dow Jones engineering/construction trade publication (the “ENR”).  
MWH evaluated recent history of the ENR for the northern California region and determined that 6.3 percent was a reasonable 
annual change in ENR looking forward.

Aside from the annual adjustments due to ENR indexing, we understand that no other 
Water Development Fee increases are contemplated at this time.  For the Zone 41 Water 
Connection Fee, it was assumed that no increases would be made aside from periodic 
change of the fee to reflect changes in cost of providing the service.

REVENUE PROJECTION 

Based on the rate and fee adjustments indicated above, and on the number of connections 
as indicated in Section 3, a projection of revenue from the four principal rates and fee 
programs has been computed and is shown in Table 7-5.
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Table 7-5

SCWA Rate and Fee Revenue Projection 

Zone 40 Water Development Fee 2007-08 2008-09 2009-10 2010-11 2011-12

Avg. fee during period 11,935$           13,168$           13,998$           14,880$           15,817$           
Estimated fee efficiency  x 77.6%  x 80.0%  x 80.0%  x 80.0%  x 80.0%

Effective fee for rev. production 9,265$             10,534$           11,198$           11,904$           12,654$           
New customers x 1,363            x 2,063            x 2,463            x 2,463            x 3,093           

Estimated revenue (cash portion) 12,629,000$ 21,733,000$ 27,581,000$ 29,319,000$    39,137,000$
Estimated credits + 3,639,000     + 5,433,000     + 6,895,000     + 7,329,000     + 9,785,000    

Estimated total revenue 16,268,000$  27,166,000$  34,476,000$  36,648,000$  48,922,000$

Zone 40 Water Service Fees
Avg. fee during period, per mo. 12.47$             16.47$             20.47$             24.47$             28.47$             
... per year equivalent 149.64$           197.64$           245.64$           293.64$           341.64$           
Estimated fee efficiency  x 102.0%  x 102.0%  x 102.0%  x 102.0%  x 102.0%

Effective fee for rev. production 152.63$           201.59$           250.55$           299.51$           348.47$           
Customers x 47,965          x 50,028          x 52,491          x 54,954          x 58,047         

Estimated revenue 7,321,000$  10,085,000$  13,152,000$  16,459,000$  20,228,000$

Zone 41 Water Service Charges
Avg. fee during period, per mo. 23.33$             26.33$             29.33$             32.33$             35.33$             
... per year equivalent 279.96$           315.96$           351.96$           387.96$           423.96$           
Estimated fee efficiency  x 120.0%  x 120.0%  x 120.0%  x 120.0%  x 120.0%

Effective fee for rev. production 335.85$           379.03$           422.22$           465.40$           508.59$           
Customers x 47,561          x 49,611          x 52,061          x 54,511          x 57,591         

Estimated revenue 15,973,000$  18,804,000$  21,981,000$  25,370,000$  29,290,000$

Zone 41 Water Connection Fees
Avg. fee during period 383.90$           408.08$           433.79$           461.12$           490.17$           
Estimated fee efficiency  x 100.0%  x 100.0%  x 100.0%  x 100.0%  x 100.0%

Effective fee for rev. production 383.90$           408.08$           433.79$           461.12$           490.17$           
New customers x 1,350            x 2,050            x 2,450            x 2,450            x 3,080           

Estimated revenue 518,000$  837,000$  1,063,000$  1,130,000$      1,510,000$     

Total, rate and fee income 36,441,000$  51,459,000$  63,777,000$  72,278,000$  90,165,000$

Moderate growth scenario data were used in Table 7-5 for the numbers of new customers 
for impact and connection fee revenue determination and for the numbers of annual 
customers for service charge revenue determination.  

The number of connections paying the service fees and water development/connection 
fees in Zone 40 and Zone 41 are different due to the configuration of Zones 40 and 41 as 
discussed in Section 3.  New customer data included in Table 7-5 above are derived from 
Table 3-9.  For example, the number of new Zone 40 customers in 2007-08 shown in 
Table 7-5 is 1,363.  This figure is the sum of 50 new customers in “Zone 40 Only” plus 
1,313 new customers in “Zone 40 and Zone 41” as shown in Table 3-9.  Similarly new 
customers in any year in Zone 41 would be the new customers indicated in Table 3-9 for 
“Zone 40 and Zone 41” plus new customers in “Zone 41 Only.” The total numbers of 
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customers (applicable to determining service charge revenue) are taken directly from 
Table 3-9.  For example total Zone 40 customers in 2007-08 include 4,060 in “Zone 40 
Only” and 43,905 in “Zone 40 and Zone 41”, totaling 47,965 as shown above in 
Table 7-5. 

The fiscal periods shown in Table 7-5 are fiscal years (July 1 to June 30).  As shown in 
earlier tables some of the rate and fee adjustments will occur in other months.  Therefore 
Table 7-5 shows the average rate that would be in effect during the given fiscal years, 
weighted by date of implementation.  New customers are assumed to connect evenly 
throughout the fiscal periods as well.

The estimated fee efficiencies based on data in Table 6-2 and discussed under “Revenue 
Efficiency Analysis” in Section 6 are measures of how much revenue will be generated 
from the legislated fees.  SCWA’s actual tariff schedule contains twelve pages of various 
types of fees.  The efficiency measurement relates historically accurate actual revenues to 
actual numbers of customers and actual rates/fees imposed.   

For the Zone 40 Water Development Fees, the 20 percent variance (80 percent factor 
after the 2006-07 year) in revenue efficiency is due to a number of factors as discussed in 
Section 6, including the credit in lieu of payment program for developers, the time lag 
between time of permit issuance and water connection, the fact that many commercial 
accounts have water service capacity greater than 1.0 equivalent dwelling unit per 
account and other factors..  The 77.6 percent figure shown in Table 7-5 for 2007-08 is the 
average of the previous three years of actual results shown in Table 6-2.

The monthly water service charges for both Zone 40 and Zone 41 show efficiencies 
higher than 100 percent.  This is partly due to the mix of metered and un-metered 
customers and, more importantly, to the existence of commercial and industrial 
customers with more than one EDU per account.   

Revenue estimates for 2006-07 are based on actual revenues realized during the first half 
of the current fiscal year (through December 31, 2006), and are not based on prospective 
account and tariff data. 

RESULTS OF OPERATIONS 

Results of operations is a method used to demonstrate net revenues (revenues less 
operating expenses not including depreciation) and for comparison with annual debt 
service to demonstrate debt service coverage compliance with the SCWA coverage 
requirement. 

Historical Results of Operations 

SCWA publishes historical results of operations in its CAFRs.  It is noted that debt 
service coverage has consistently been maintained above the 1.25 coverage threshold 
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required in the SCWA rate covenant.  Table 7-6 shows a summary of historical results of 
operations.

Table 7-6

SCWA Historical Results of Operations 

($000s)

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

Operating revenues
Charges for services and other op. rev. 38,008$ 46,873$ 50,708$ 45,037$     
Less impact fee credits (2,193)        (2,772)        (8,015)        (8,594)       

Total, net operating revenues 35,815$ 44,101$ 42,693$ 36,443$     
Non-operating revenue 943            1,321         2,375         3,873        

Total revenues 36,758$ 45,422$ 45,068$ 40,316$     
Maintenance and operating expenses 10,382 13,995       13,122       16,027      

Net revenue 26,376$  31,427$  31,946$  24,289$    

Debt service

Net debt service on 2003 Bonds 0$              2,118$       3,094$       3,091$       

Debt service coverage N/A 14.84 x      10.33 x      7.86 x        

Projected Results of Operations 

MWH projected results of operations through 2011-12.  The projections are based on the 
data and assumptions set forth in this Feasibility Report.  MWH’s opinion is that the 
projected results of operations are reasonable and that SCWA has the capability, policies 
and procedures necessary to serve customers, control costs, generate revenues and 
produce results sufficient to satisfy the rate covenants of the proposed 2007 Bonds. 

Table 7-7 presents a projection of results of operations of SCWA’s water business over 
the indicated six year period.  The table shows revenues and results under the Moderate 
growth scenario as described in Section 3 of this report.

Operating revenue is greatly influenced by the number of new accounts expected to 
connect and pay Water Development Fees and monthly service charges.  In Section 3 it is 
noted that growth in the Moderate growth scenario is projected to be reduced for two 
years due to an easing of the housing market demand plus the potential effect of the 
Sunrise Douglas decision.

Interest is computed on the fund balances of the two zones and is included in the Other 
Income line item.   
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Table 7-7

SCWA Projected Results of Operations 

($000s)

Revenue from rates and fees
2006-07 2007-08 2008-09 2009-10 2010-11 2011-12

Revenue at existing and prospective rates 
Zone 40 water development fee

Revenue basis 9,816$       16,268$     27,166$     34,476$     36,648$     48,922$     
Less credits issued (886)           (3,639)        (5,433)        (6,895)        (7,329) (9,785)

Net revenue (cash portion) 8,930$       12,629$     21,733$     27,581$     29,319$     39,137$     
Zone 40 user fee 5,792         7,321         10,085       13,152       16,459       20,228      

Subtotal, Zone 40 14,722$ 19,950$     31,818$     40,733$     45,778$     59,365$     
Zone 41 service charge 17,222$ 15,973$     18,804$     21,981$     25,370$     29,290$     
Zone 41 connection fee 362            518            837            1,063         1,130         1,510        

Subtotal, Zone 41 17,584$  16,491$     19,641$     23,044$     26,500$     30,800$    

Total, rate and fee revenue 32,306$ 36,441$     51,459$     63,777$     72,278$     90,165$     
Other revenue

Total other revenue 5,143$  4,981$       4,988$       5,054$       5,004$       5,341$      

Total revenue 37,449$  41,422$     56,447$     68,831$     77,282$     95,506$    

Expenses
Zone 40

Non-capitalized administrative exp. 450$          464$          477$          492$          506$          522$          
Zone 41

Labor (work requests) 9,692$ 9,983$       10,282$     10,591$     10,908$     11,236$     
Labor change 10.0% 3.0% 3.0% 3.0% 3.0% 3.0

Electricity 1,840         1,946         2,052         2,154         2,320         2,424         
Water 376            398            433            454            495            523            
Maint. & ops orders by svc. area 700            856            895            936            979            1,019         
Other 2,223        

%

 3,800         4,072         4,120         5,489         5,649        

Subtotal, Zone 41 14,831$ 16,983$     17,734$     18,255$     20,191$     20,850$     
O&M of Freeport Project

FRWA Facilities costs (SCWA share) 1,284$       

Vineyard Surface WTP costs 7,059        

Subtotal 8,343$       

Total, expenses 15,281$  17,447$     18,212$     18,747$     20,698$     29,715$    

Net revenue 22,168$  23,975$     38,235$     50,084$     56,584$     65,791$    

Capital activity
Debt service on parity bonds 3,096$ 3,097$       11,254$     25,130$     25,133$     25,130$     
PayGo capital requirement 23,126       20,704       25,339       26,201       23,016       46,997      

Subtotal, capital activity 26,222$  23,801$     36,592$     51,331$     48,149$     72,127$    

Net cash of year's operations (note a) (4,054)$      174$          1,643$       (1,247)$      8,435$       (6,336)$

Fund balances and reserves, unrestricted

Beginning of year
Unrestricted funds balance 62,700$ 58,646$     58,821$     60,464$     59,217$     67,652$     
Rate Stabilization Fund 10,000       10,000       10,000       10,000       10,000       10,000      

Total, beginning of year 72,700$ 68,646$     68,821$     70,464$     69,217$     77,652$     

Reserve funds addition/(utilization) (4,054)$      174$          1,643$       (1,247)$      8,435$       (6,336)$

End of year

Unrestricted funds balance 58,646$ 58,821$     60,464$     59,217$     67,652$     61,316$     
Rate Stabilization Fund 10,000       10,000       10,000       10,000       10,000       10,000      

Total, end of year 68,646$  68,821$     70,464$     69,217$     77,652$     71,316$    

Note “a”:  Net cash of year’s operations is computed before contribution to or utilization of unrestricted reserves.   
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Operating and non-operating expenses are consistent with the information on expense 
history and projection in Section 6.  Operating expenses of the Freeport Project (SCWA 
share) are shown in the 2011-12 year, the first year after operations.  Although SCWA 
will be operating and maintaining, by contract with FRWA, the Freeport Project, it is 
assumed that SCWA will earn compensation from FRWA that at least covers the non-
SCWA allocated costs (i.e., the EBMUD share of the joint facilities O&M costs).

MWH reviewed SCWA’s O&M expense projections.  We independently produced near-
term projections for comparison with SCWA’s projections and reviewed these data with 
SCWA.  We are confident that the revenue and expense projections presented in 
Table 7-7 are reasonable and while external forces may push particular cost categories up 
or down, overall the costs presented here are reasonable in our opinion.

The capital activity section of the table shows the debt service and Pay-As-You-Go 
capital requirements addressed in Sections 4 and 5.  Interest on the Bond Reserve is 
deducted from debt service to calculate coverage.  That money cannot be used to fund 
operations.  Debt service on the 2007 Bonds, as discussed earlier, includes capitalized 
interest for approximately 18 months and interest only payment for the second half of the 
2008-09 year.

Utilization of unrestricted reserves is necessary to minimize rate increases to fund 
increasing costs.  The projected results of operations indicate that unrestricted fund 
balances would stay fairly stable in the range of $68 to $77 million, with no change to the 
Rate Stabilization Fund balance.  If the number of new accounts increases beyond the 
Moderate scenario projection, especially after the Sunrise Douglas environmental 
documentation issue is resolved, the Fund Balance data should increase. 

The Rate Stabilization Fund was established with the issuance of the 2003 Bonds.  The 
fund has never been utilized and thus has never been below $10 million and is projected 
remain at $10 million over the next six years.   

Debt Service Coverage 

Issuance of revenue bonds typically includes several financial features to enhance credit 
worthiness.  One of the standard credit enhancement feature is a covenant to establish 
rates and charges estimated to yield net revenues in an amount sufficient to maintain a 
certain level of debt service coverage.  Debt service coverage is the amount of revenue 
remaining (net revenue) to service debt after 100 percent payment of O&M costs.  The 
ratio of that figure divided by debt service is the coverage factor.  Coverage factors are 
indicated in Table 7-8 by the “x” appended to the ratio, indicating “times.”  A figure of 
1.5x means net revenue is 1.5 times debt service that year.  

SCWA’s debt service coverage covenant is 1.25x, meaning that in each of the six years 
of projected results of operations computed SCWA must impose rates and charges 
estimated to yield debt service coverage of at least 1.25x.  These coverage results are 
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projected to be accomplished without making any withdrawals from the Rate 
Stabilization Fund.

Table 7-8 shows debt service coverage computed two ways.  The top half of the table 
shows coverage computed including all projected coverage revenue.  As a stress test, the 
bottom half of the table shows coverage assuming that only 25 percent of projected 
impact and connection fee revenue is counted in the coverage calculation.  In both cases 
the Moderate growth projection is assumed.  

Table 7-8

SCWA Projected Debt Service Coverage 

2006-07 2007-08 2008-09 2009-10 2010-11 2011-12

Including 100% impact/connection fee revenue
Net revenue 22,168$     23,975$     38,235$     50,084$     56,584$ 65,791$     
Interest earned on bond reserve 140            140            140            140            140            140            
Debt service net of int. on bond res. 3,096         3,097         11,254       25,130       25,133       25,130      

Debt service coverage 7.16 x        7.74 x        3.40 x        1.99 x        2.25 x        2.62 x        

Including 25% impact/connection fee revenue
Net revenue 15,199$     14,115$     21,308$     28,601$     33,747$ 35,306$     
Interest earned on bond reserve 140            140            140            140            140            140            
Debt service net of int. on bond res. 3,096         3,097         11,254       25,130       25,133       25,130      

Debt service coverage 4.91 x        4.56 x        1.89 x        1.14 x        1.34 x        1.40 x        

Debt service coverage is not projected to go below 1.99x when all projected revenue is 
counted in the computation.  The lowest coverage is projected to occur in 2009-10.  In all 
other years the coverage ratio is above 2.2x. The last two years show a trend of 
increasing coverage. 

If only 25 percent of impact and connection fee revenues are included, debt service 
coverage remains at or above 1.1x throughout the projection, meaning that all costs of 
operations and maintenance and debt service would continue to be paid even if only one-
fourth of the projected impact/connection fee income were realized.  As a matter of 
operations management, SCWA management has indicated that if impact fee revenue 
were reduced to 25 percent of expected levels due to significant reduction of growth, it is 
likely that the capital program would be postponed and costs of operations would be 
reduced accordingly.

Growth Sensitivity 

The projected results of operations shown in Table 7-7 and the debt service coverage data 
shown in Table 7-8 also were computed for the Lower Growth and the Higher Growth 
scenarios.  The results of the sensitivity analyses are shown in Table 7-9.
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Table 7-9

Sensitivity of Results of Operations and Coverage to Growth 

($000s)

Moderate Growth Scenario

2006-07 2007-08 2008-09 2009-10 2010-11 2011-12

Fund balances and reserves, unrestricted
Water Enterprise Fund 58,646$     58,821$     60,464$     59,217$     67,652$     61,316$     
Rate Stabilization Fund 10,000       10,000       10,000       10,000       10,000       10,000      

Total 68,646$     68,821$     70,464$     69,217$     77,652$     71,316$     
Debt service coverage

Incl. 100% impact/collection fee rev. 7.16 x        7.74 x        3.40 x        1.99 x        2.25 x        2.62 x        
Incl. 25% impact/collection fee rev. 4.91 x        4.56 x        1.89 x        1.14 x        1.34 x        1.40 x        

Monthly Service charges
Zone 40 8.47$         12.47$       16.47$       20.47$       24.47$       28.47$       
Zone 41 20.33$       23.33$       26.33$       29.33$       32.33$       35.33$      

28.80$       35.80$       42.80$       49.80$       56.80$       63.80$       
Impact and connection fees

Zone 40 10,046$     11,935$     13,168$     13,998$     14,880$     15,817$     
Zone 41 376$          384$          408$          434$          461$          490$          

Lower Growth Scenario

Fund balances and reserves, unrestricted
Water Enterprise Fund 60,909$     61,917$     62,146$     57,915$     58,372$     42,275$     
Rate Stabilization Fund 10,000       10,000       10,000       10,000       10,000       10,000      

Total 70,909$     71,917$     72,146$     67,915$     68,372$     52,275$     
Debt service coverage

Incl. 100% impact/collection fee rev. 7.16 x        7.03 x        2.63 x        1.51 x        1.70 x        1.84 x        
Incl. 25% impact/collection fee rev. 4.91 x        4.38 x        1.67 x        1.00 x        1.16 x        1.11 x        

Monthly Service charges
Zone 40 8.47$         12.47$       16.47$       20.47$       24.47$       28.47$       
Zone 41 20.33$       23.33$       26.33$       30.20$       33.20$       36.20$      

28.80$       35.80$       42.80$       50.67$       57.67$       64.67$       
Impact and connection fees

Zone 40 10,046$     11,935$     13,168$     13,998$     14,880$     15,817$     
Zone 41 376$          384$          408$          434$          461$          490$          

Higher Growth Scenario

Fund balances and reserves, unrestricted
Water Enterprise Fund 57,353$     58,935$     66,913$     74,263$     92,690$     100,597$
Rate Stabilization Fund 10,000       10,000       10,000       10,000       10,000       10,000      

Total 67,353$     68,935$     76,913$     84,263$     102,690$   110,597$
Debt service coverage

Incl. 100% impact/collection fee rev. 7.16 x        8.82 x        3.96 x        2.34 x        2.65 x        3.18 x        
Incl. 25% impact/collection fee rev. 4.91 x        4.87 x        2.07 x        1.26 x        1.51 x        1.65 x        

Monthly Service charges
Zone 40 8.47$         12.47$       16.47$       20.47$       24.47$       28.47$       
Zone 41 20.33$       23.33$       26.33$       29.33$       32.33$       35.33$      

28.80$       35.80$       42.80$       49.80$       56.80$       63.80$       
Impact and connection fees

Zone 40 10,046$     11,935$     13,168$     13,998$     14,880$     15,817$     
Zone 41 376$          384$          408$          434$          461$          490$          
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Section 7 - Rates, Fees and Results of Operations 

Table 7-9 shows that with the Lower growth projection scenario, debt service coverage is 
1.51x in the 2009-10 year.  With only 25 percent of impact and connection fee revenue 
counted, coverage does not go below 1.0x in the Lower growth scenario.  However in 
order to produce 1.0x coverage in the 2009-10 year in the Lower growth scenario, an 
adjustment in monthly service charge revenue would have to be implemented, as shown.  
Further, some growth-related pay-as-you-go capital projects were assumed to be 
postponed in the Lower growth scenario.

The Higher growth scenario shows higher coverage.  Such high growth may entail 
accelerating the capital program to provide more capacity sooner or postponing rate 
adjustments.  

General Variance 

The attainment of the projections set forth in Table 7-7 will be subject to fluctuating 
economic, climatic and regulatory conditions and is dependent upon the occurrence of 
certain events which cannot be reliably predicted.  Actual results for Revenues, Operating 
Expenses and Net Revenues over the projection period may vary from the projections and 
such variation may be material.  MWH is of the opinion that its projections are 
reasonably conservative and indicate strongly that covenant requirements for the 2007 
Bonds will be met.  MWH is of the opinion that there will be sufficient net revenues to 
support the issuance of the 2007 Bonds.
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Section 7 - Rates, Fees and Results of Operations 
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Glossary of Terms, Acronyms and Abbreviations 

$000s:   Thousands of dollars 

2003 Bonds: Bonds sold by SCWFA for SCWA in 2003 for water system capital. 

2007 Bonds: Bonds sold by SCWFA for SCWA in 2007 for water system capital. 

2007 Bonds Project: Water facilities and assets partially financed by SCWA/SCWFA 
with the 2007 Bonds.  The 2007 Bonds Project includes the SCWA share 
of construction costs of facilities that are included in the Freeport 
Regional Water Project:  the Diversion Structure, raw water pipelines and 
the Vineyard Surface WTP.  The 2007 Bonds Project also includes 
facilities that are not included in the Freeport Regional Water Project but 
are necessary to ensure benefit of the Freeport Regional Water Project 
accrues to the SCWA customers:  the CSA Treated Water Pipeline and the 
Additional Contingency Allowance. 

AF: Acre feet; 43,560 cubic feet of water.

AF/yr: Acre feet per year.  A rate of water flow equivalent to about 892.7 gpd, or 
roughly enough water to support 1½ single family residential equivalent 
dwelling units.

Agency Act: Sacramento County Water Agency Act 

Annual Average Daily Flow or Annual Average Daily Demand:   The average 
quantity of daily water demand, historical or projected, calculated or 
averaged over a 12 month period.  Flows are typically expressed in MGD 

AWWA: American Water Works Association 

BBWTP: Bryte Bend Water Treatment Plant, surface water treatment plant owned 
and operated by the City of West Sacramento 

Bifurcation Point: A point in the Freeport Regional Water Project raw water pipeline 
where the pipeline divides into two pipelines, one delivering raw water to 
SCWA and the other delivering raw water to EBMUD.  

BMO: A Basin Management Objectives of the adopted Groundwater
Management Plan of the Sacramento Central Groundwater Management 
Authority.

BMP: Best Management Practices 

Board: Board of Directors of SCWA and/or SCWFA  

Capita: People counted in population data. 
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Glossary  

C&M: Construction and maintenance 

CAFR: Comprehensive Annual Financial Report issued by SCWA. 

Cal-American: California-American Water Company 

Capacity: Nominal capacity is the capacity available at a water treatment plant when 
all water handling and process units are running and it limited by the 
capacity of the water handling or process unit that that has the smallest 
capacity to perform its intended function at full flow condition.  Firm
capacity is the capacity available at a water treatment plant when the 
largest single water treatment process unit is out of use, and is a 
measurement of reliable service rating. 

CCF: One hundred cubic feet, a measurement of metered flow for billing 
purposes.

CE: Civil engineer 

CEQA: California Environmental Quality Act 

CIP: Capital Improvement Program of SCWA 

Coagulation: The addition of an electrolyte usually in the form of aluminum or iron 
salts for the purpose of precipitating suspended solids.  Generally used to 
remove turbidity. 

Coliform: Any of a category of indicator organisms, fecal and E.coli, that indicate 
the presence of bacteriological contamination 

Conjunctive use: Efficient, coordinated use of both groundwater and surface water 
resources.

County, the: County of Sacramento 

Cryptosporidium: Protozoa-like pathogen that may be found in surface water supplies 

CSA: A part of the SCWA Water System known as the Central Service Area.  
SCWA also has a North Service Area and a South Service Area. 

CVP: Central Valley Project of the State of California, operated by the CSDWR. 

CY: Calendar year, January 1st through December 31st. 

Demand: The quantity of water required by consumers of a water system at any 
given time, typically measured in MGD 

DHS: Department of Health Services, State of California 

Disinfection: The addition of a chemical agent such as chlorine to drinking water for the 
purpose of destroying harmful microorganisms.   
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Glossary 

DWR: California State Department of Water Resources 

EBMUD: East Bay Municipal Utility District 

EDU: Equivalent dwelling unit 

EIR: Environmental Impact Report prepared pursuant to CEQA. 

ENR: The construction cost index or other index published by the Engineering
News-Record magazine, a McGraw-Hill company

EOY: End of year, with respect to financial records

EPA: United States Environmental Protection Agency 

ESWTR: Enhanced Surface Water Treatment Rule 

Fazio Water: CVP water pursuant to Public Law 101-514 

Filtration: The removal of small impurities from water by allowing it to pass through 
granular material, such as fine sand. 

Firm capacity:  See “Capacity.” 

Florin Resource/EGWS: Florin Resource Conservation District/Elk Grove Water 
Service.  See also “FRCD/EGWS.” 

Fluoridation: The addition of a fluoride compound to municipal water supplies to help 
prevent dental cavities in children. 

FRCD/EGWS: Florin Resource Conservation District/Elk Grove Water Service.  
See also “Florin Resource/EGWS.”

Freeport Project: A portion of the Freeport Regional Water Project as referred to in 
the SCWA CIP.  The Vineyard Surface WTP is part of the Freeport 
Regional Water Project, but is shown as a separate line item in the SCWA 
CIP and thus the “Freeport Project” line item in the SCWA CIP does not 
include the Vineyard Surface WTP.  It also does not include the CSA 
Treated Water Pipeline or the Additional Contingency Allowance.   

FRWA: Freeport Regional Water Authority, a joint powers authority of SCWA 
and EBMUD. 

FY: Fiscal year, July 1st through June 30th for SCWA 

GASB: Governmental Accounting Standards Board 

Giardia: Protozoa-like pathogens that are found primarily in surface water supplies 

gpm: Gallons per minute 

HAA5: Haloacetic acids 
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JPA: Joint Powers Authority (Note that “JPA” does not refer to “Joint Powers 
Agreement” which is spelled out fully.) 

M&I: Municipal and industrial 

Maximum Contaminant Level (MCL): The maximum concentration of a substance 
classified by regulatory agencies as a contaminant that is allowed in 
finished potable water. 

Maximum Contaminant Level Goal (MCLG): The maximum contaminant level 
goal may be defined as the contaminant level the regulatory agency 
desires to attain through treatment techniques.  It is a goal rather than a 
fixed number or concentration represented by an MCL.   

Maximum Day Demand or Peak Day Demand: The maximum amount of water 
demand during a continuous 24 hour period.  Water supply and treatment 
plants are typically designed and rated based on maximum day 
requirements.  One criterion for a water distribution system is that it be 
capable of meeting maximum day demand plus fire flow requirements; 
another criterion is that it be capable of meeting peak hour requirements.   

Maximum Monthly Flow or Demand, or Peak Monthly Flow or Demand:   The 
maximum amount of water demand during any monthly period, typically a 
calendar month. 

MCL: See Maximum Contaminant Level

MCLG: See Maximum Contaminant Level Goal 

Metered Water: Water consumed within a premises measured by a meter at each 
connection.

MG or MilGal: Million gallons. 

mgd or MGD: Million gallons per day. 

μg/L: Micrograms per liter.  See “ppb” which has the same technical meaning 
when referring to water. 

mg/l: Milligrams per liter.  See “ppm” which has the same technical meaning 
when referring to water. 

Mitigation Fee Act: California Government Code §66000, et.seq.

MMM: Multimedia mitigation (of radon) 

Molinate: Carcinogenic regulated synthetic organic chemical (herbicide) sometimes 
found in surface water supplies.

MPN: Most probable number; pertains to coliform concentrations 
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Glossary 

MWH: MWH Americas, Inc., feasibility consultant.  Previously known as 
Montgomery Watson Harza. 

NDMA: N-nitroso-dimethylamine, a liver carcinogen 

NEPA: National Environmental Policy Act 

Nominal capacity:  See “Capacity” 

NTU: Neptholometric turbidity units; pertains to water turbidity (clarity) 
measurement. 

O&M: Operations and maintenance, with reference to costs of operating and 
maintaining the SCWA Water System. 

OEHHA: Office of Environmental Health Hazard Assessment.  See PHG.

PCE: Perchloroethelene (tetrachloroethelene) 

pCi/l: Pico curies per liter; pertains to measurement of radon or other radioactive 
material 

Peak Hour Demand or Peak Hour Flow:   The maximum amount of water demand 
over any one hour period.  Water transmission and distribution systems 
must be capable of meeting peak hour demands or flows. 

Perchlorate: Ammonium perchlorate, groundwater contaminant resulting from solid 
rocket fuel residue 

PHG: Public Health Goals established by the Office of Environmental Health 
Hazard Assessment (“OEHHA”)

ppb: Parts per billion.  Equivalent to micrograms per liter.  

ppm: Parts per million.  Equivalent to milligrams per liter.  See “mg/l” which 
has the same technical meaning when referring to water. 

PSA: Purveyor Specific Agreement that stipulates performance of a water 
purveyor that is a signatory of the Water Forum Agreement. 

Potable Water: Water that is free from objectionable contaminants and minerals 
and is considered to be safe for domestic consumption 

POU: Place of Use, needed to determine water rights 

Prop. 50: The Water Security, Clean Drinking Water, Coastal and Beach Protection 
Act of 2002.  California Water Code §79500 et.seq.  A mechanism to 
provide state grants for certain water projects.

Prop. 218: The Right to Vote on Taxes Act of 1996, included in Article XIII of the 
California State Constitution. 
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PSA: Purveyor Specific Agreement 

Pump Station: A facility containing relatively large pumps, valves, piping and 
electrical equipment used to pump water. 

Radon: Naturally occurring radioactive gas contained in water that may cause 
respiratory illness 

Rated Capacity: The firm capacity of water treatment plants.  (See “Capacity”) 

Raw Water:   Untreated water conveyed from the supply source before it is treated in a 
water treatment plant. 

RSF: Rate stabilization fund

SACOG: Sacramento Area Council of Governments 

SCDWR: Sacramento County Department of Water Resources 

SCWA: Sacramento County Water Agency.  SCWA provides water service in 
several service “Zones” in Sacramento County.  In this report, “SCWA” is 
used synonymously to mean Zone 40 and Zone 41 and none of the other 
zones.

SCWA CIP: The SCWA capital improvements including capital improvements 
included in the Zone 40 and WSIP master plan documents, as updated by 
SCWA.   

SCWA Water Service Area: The area served by the SCWA Water System. 

SCWA Water System:   The water system located within SCWA Zone 40 and Zone 41 
that is owned and operated by SCWA.  SCWA also serves other water 
purveyors on a wholesale basis and parts of those systems are within Zone 
40 and/or Zone 41 but are not part of the SCWA Water System. 

SCWFA: Sacramento County Water Financing Authority  

SCWMD: Sacramento County Water Maintenance District  

SDWA: Safe Drinking Water Act, federal 

Service Connection: Pipes that carry water from the distribution mains to individual 
premises, buildings and other outlets. 

SMUD: Sacramento Municipal Utility District 

SRF: State Revolving Fund, State of California Drinking Water 

SRWQCB: Regional Water Quality Control Board, State of California 
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SRWTP: Sacramento River Water Treatment Plant, surface water treatment plant 
owned and operated by the City of Sacramento 

Storage Facility: A structure used to impound water for use as needed.  Examples 
include reservoirs, ground level storage tanks and elevated water towers. 

Sunrise Douglas: A development in the City of Rancho Cordova and in SCWA’s 
CSA, located generally east of Sunrise Boulevard and south of Douglas 
Road.

SWRCB: State Water Resources Control Board, State of California 

SWTP: Surface Water Treatment Plant 

SWTR: Surface Water Treatment Rule, federal 

TAF: Thousands of acre-feet.  43,560,000 cubic feet or about 326 MG.

Tariff: A schedule of rates and fees in effect at a given time

TCE: Tricholroethelene

TDS: Total dissolved solids 

Thiobencarb: Carcinogenic regulated synthetic organic chemical (herbicide) typically 
found in surface waters 

Title 22: A title of the California Porter-Cologne Water Quality Act dealing with 
water quality of surface water 

TOC: Total organic carbon 

Transmission Main: Large diameter water conduits (usually 16 inches and larger) 
which convey major supplies of water from a treatment plant to a 
distribution system. 

Trihalomethanes or THM: A family of chemical byproducts resulting from chlorine 
disinfection of raw water containing humic or fulvic acids.  This family of 
chemicals comprises methane (CH4), in which halogen ions have been 
substituted for up to three of the four hydrogen ions.  The most common 
halogens substituting for the hydrogen include chlorine and bromine. 

TTHM: Total trihalomethane, a carcinogenic disinfection byproduct.  See 
“Trihalomethanes.” 

Turbidity: Suspended solids imparting a visible haze or cloudiness to water.  
Turbidity is removed, or reduced, by water treatment. 

ug/l: Micrograms per liter.  (See “ppb”)  (This spelling is used in the scientific 
and engineering community, in addition to “ g/l,” as a carryover from the 
days when typewriters did not have a Greek mu symbol.) 
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Unaccounted for Water or UAW: The amount of water lost in a system, as measured 
by the difference between total metered water production into the system 
and the aggregate usage of all water as measured by end use customers’ 
meters and estimated consumption.  UAW may include:  unmetered uses 
including main flushing and fire suppression; leakage in the pipes; slowed 
or stopped customer meters; and clandestine withdrawals. 

Unmetered Water: That amount of water that goes unmetered, including water used 
for consumptive purposes by flat rate customers. 

USBR: United States Bureau of Reclamation 

UWMP: Urban Water Management Plan 

VOC: Volatile organic compound 

WDF: Water Development Fee, SCWA’s developer impact fee charged in Zone 
40, administered subject to the Mitigation Fee Act

WFA: Water Forum Agreement 

WSMP: SCWA Water Supply Master Plan [2005] 

WSIP: SCWA Water System Infrastructure Plan [2006] 

WTP: Water Treatment Plant—a complete water production facility which treats 
raw water to make it safe and ready for use as potable water.  

…x:   Attached to a number to represent “times” for measuring debt service 
coverage.  E.g., “1.25x” means that debt service coverage net revenues are 
1.25 times debt service in a given fiscal year. 

Zone 40:   An area of Sacramento County where SCWA provides infrastructure to 
produce and distribute water. 

Zone 41:   An area of Sacramento County where SCWA distributes water on a retail 
basis and provides O&M of the waterworks system that serves Zone 41. 
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APPENDIX B 

AUDITED FINANCIAL STATEMENTS OF THE AGENCY 

The audited financial statements of the Agency have been prepared in accordance with generally 
accepted accounting principles.  The projected operating results and certain other information presented in the 
Official Statement and in the Feasibility Consultant’s Report have been prepared in accordance with the 
requirement and definitions contained in the Installment Purchase Contract, which may differ from generally 
accepted accounting principles.  In addition, the audited financial statements of the Agency include revenues 
and expenses and other financial reporting relating to activities of the Agency outside of Zone 40 and Zone 41.  
Revenues of the Agency from its operations outside of Zone 40 and 41 are not available for payment of 
Installment Payments. 
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SACRAMENTO COUNTY ECONOMIC AND DEMOGRAPHIC INFORMATION 
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APPENDIX C 
CERTAIN ECONOMIC AND DEMOGRAPHIC INFORMATION CONCERNING THE 

SERVICE AREA OF SACRAMENTO COUNTY WATER AGENCY 

The following Appendix contains certain economic and demographic information concerning the County 
of Sacramento, and is intended to provide limited information concerning the region in which the service 
area of Sacramento County Water Agency is located. 

General

Sacramento County was incorporated in 1850 as one of the original 27 counties of the State of California.  
The County's largest city, the City of Sacramento, is the seat of government for the State of California and 
also serves as the county seat.  Sacramento became the state capital in 1854.  The County is the major 
component of the Sacramento Metropolitan Statistical Area ("SMSA") which includes Sacramento, El 
Dorado, Placer and Yolo Counties. 

Sacramento County encompasses approximately 994 square miles in the middle of the 400-mile long 
Central Valley, which is California’s prime agricultural region.  The County is bordered by Contra Costa 
and San Joaquin Counties to the south, Amador and El Dorado Counties to the east, Placer and Sutter 
Counties to the north, and Yolo and Solano Counties to the west.  Sacramento County extends from the 
low delta lands between the Sacramento and San Joaquin rivers north to about ten miles beyond the State 
Capitol and east to the foothills of the Sierra Nevada Mountains.  The southernmost portion of 
Sacramento County has direct access to the San Francisco Bay. 

Sacramento County is a long-established center of commerce for the surrounding area.  Trade and 
services, federal, state and local government, and food processing are important economic sectors.  
Visitors are attracted to the County by the State Capitol and other historical attractions such as Sutter's 
Fort, as well as natural amenities.  The County's location at the intersection of four major highways brings 
additional visitors destined for the San Francisco Bay Area, the Gold Country, the Central Valley and the 
Sierra Nevada Mountains. 

County Government 

The County has a charter form of government.  It is governed by a five-member Board of Supervisors 
elected to serve four-year terms.  Other elected officials include the Assessor, District Attorney and 
Sheriff.  A County Executive appointed by the Board of Supervisors is responsible for the day-to-day 
business of the County. 

Services

The County is responsible, pursuant to the County Charter, county ordinances or by state or federal 
mandate to provide social, health, justice, recreational, governmental and other services to county 
residents.

Health and Welfare.  Under state law, the County is required to administer federal and state health and 
welfare programs, and to satisfy a portion of their costs with local revenues, such as sales and property 
taxes.  Health services are dispensed through a network of comprehensive health centers and 
neighborhood clinics.  Under state law, counties have the responsibility to provide and help pay for 
community mental health, drug and alcohol prevention and treatment programs.  In addition, the County 
provides public health, immunization and environmental services.  These services are located in both 
county facilities and a network of private providers under contract.  However, the County does not own or 
operate a county hospital.  The County sold its former County Hospital to the University of California in 
1973.  The University of California, Davis operates the hospital today as a teaching facility, and is under 
contract with the County for indigent health care services. 
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Disaster Services.  The County coordinates an entire network of disaster services to handle floods, fires, 
storms, earthquakes, and other major emergencies.  Command centers can be established centrally or in 
mobile trailers. 

Criminal Justice.  Primarily local county revenues support the county criminal justice network.  The 
Sheriff provides law enforcement services to the unincorporated area of the County, including 
narcotics/gangs and vice enforcement, investigation of arson, and homicides.  In addition to general 
prosecution, the District Attorney provides consumer fraud, and assistance through the crime lab in 
locating and analyzing evidence from crime scenes.  The County also operates various correctional 
facilities.  State law requires that the County make an annual payment to the State, and the County is 
generally responsible for providing and maintaining court facilities. 

Property Tax System.  The County is responsible for the administration of the property tax system, 
including property assessment, assessment appeals, collection of taxes, and distribution of taxes to cities,
community redevelopment agencies, special districts, local school districts, and the County. 

ECONOMIC AND DEMOGRAPHIC INFORMATION 

Population

Sacramento County currently has seven incorporated cities:  Citrus Heights, Elk Grove, Folsom, Galt, 
Isleton, Rancho Cordova and Sacramento, with 33% of the County's population living in the City of 
Sacramento.  In addition, the County has one of the largest unincorporated area populations among all 
counties in the State, at approximately 40%. 

Population/Percent Increase 

Area 1960 1970 % 1980 % 1990 % 2000 % 2006 %
Cities:
Citrus Heights --- --- --- --- 85,071 86,883
Elk Grove --- --- --- --- --- 130,874
Folsom 3,925 5,810 11,003 29,802 51,884 69,445
Galt 1,868 3,200 5,514 8,889 19,472 22,982
Isleton 1,039 909 914 833 828 813
Rancho Cordova --- --- --- --- --- 56,355
Sacramento 191,667 257,105 275,741 369,365 407,018 457,514

Unincorporated
Area:

304,279 367,349 490,209 632,330 659,226 560,741

   
Total: 502,778 634,373 26% 783,381 23% 1,041,219 33% 1,223,499 17% 1,385,607 13% 

Source: U.S. Census Bureau, with non-census year as of December 31, 2006 from California Department of 
Finance. 
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Industry and Employment 

Major job categories comprised 73.8% of SMSA's work force during 2006.  They were services (34.4%), 
government (25.3%), and wholesale and retail trade (14.1%). 

As of December 2006, based on unadjusted data, unemployment in SMSA was 4.4% compared to 4.8% 
for the State.  The following table summarizes annual average employment by industry in SMSA. 

 SACRAMENTO METROPOLITAN 
STATISTICAL AREA 

Labor Market Survey (1) 
(Amounts Expressed in Thousands) 

  2002 2003 2004 2005 2006
Mining  0.5 0.5 0.7 0.7 0.7 
Construction  56.6 60.8 68.5 70.4 72.1 
Manufacturing 
     Nondurables  11.5 11.1 13.2 13.1 13.5 
     Durable  29.9 28.4 32.8 34.9 36.5 
Transportation and 
    Public Utilities  14.7 14.5 22.3 23.3 23.6 
Information  0.0 0.0 21.3 20.2 19.6 
Wholesale Trade  21.0 21.1 26.4 26.5 27.3 
Retail Trade  84.9 87.5 94.3 96.4 99.6 
Finance, Insurance 
  and Real Estate  52.0 56.5 59.1 62.6 64.5
Services  277.7 280.3 288.7 298.5 310.5 
Government  194.7 191.6 223.0 224.0 228.4 
Agriculture      3.4     3.5     6.2     6.1     5.9
  Total  746.9 755.8 856.5 876.7 902.2
________________________________
Source:  California State Department of Employment Development 
 (1) Amounts are averages for calendar years. 

Major Employers 

Major private sector employers in the Sacramento Metropolitan Statistical Area, their type of business 
and their number of full-time equivalent (FTE) employees in 2006 are detailed in the following table. 

Sacramento Metropolitan Statistical Area 
Major Private Sector Employers -- 2006 

Company Type of Business Number of FTE 
Employees

Kaiser Permanente Health Care 7,734
Raley’s Inc. Retail Groceries 7,158
UC Davis Health System Health Care 6,897
Mercy/CHW Healthcare Health Care 6,845
Intel Corporation Semiconductor Manufacturer 6,800
Sutter Health Health Care 6,026
AT&T California Telecommunications 4,697
Hewlett-Packard Company Computer Hardware Manufacturer 4,000
Wal-Mart Stores, Inc. Retail Merchandiser 3,503
Target Corporation Retail Merchandiser 3,435
Source: Sacramento Business Journal Annual Book of Lists 
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The State currently employs approximately 67,000 personnel in the County in various branches of 
government, making the State the largest employer in the area.  County employees account for 
approximately 11,000 full-time equivalent jobs in the community. 

Commercial Activity 

Commercial activity is an important contributor to the County's unincorporated area economy.  Between 
2001 and 2006, total taxable sales remained fairly constant, with only one half of one percent decrease 
over this five year period.  There was dip in taxable sales mainly during 2004 mainly due to incorporation 
of the City of Rancho Cordova, which was previously part of the unincorporated area of the County.  
However, since that time taxable sales in the unincorporated area have rebounded to pre-incorporation 
levels.

SACRAMENTO COUNTY UNINCORPORATED AREA 
Total Taxable Transactions 2001 through 2006 

(Amounts Expressed in Thousands) 

Category 2001 2002 2003 2004 2005 2006 
Apparel Stores $    127,259 $     158,697 $     157,929 $     160,128 $   180,560 $   185,423

General Merchandise 
Stores 683,349 721,370 658,992 578,989 607,700 630,673

Specialty Stores 1,064,126 1,041,180 1,011,165 907,190 1,025,843 1,022,243
Food Stores 362,973 363,382 365,092 339,642 351,710 361,808

Packaged Liquor Stores 48,419 49,390 49,115 47,175 48,465 47,924
Eating and Drinking 

Places 514,438 540,025 534,577 512,004 529,593 535,006
Home Furnishings, 

Appliances 332,754 312,237 324,115 324,171 310,709 253,430
Building Materials, 

Farm Implements 710,859 785,012 849,243 871,644 912,591 827,099
Service Stations 456,686 443,902 499,521 511,858 600,454 612,478

Automobile, Boat, 
Motorcycle, Plane 
Dealers and Parts 

Outlets 1,418,729 1,365,320 1,280,782 1,271,681 1,179,871 1,098,224
Total Retail Outlets: $5,719,592 $5,780,515 $5,730,531 $5,524,482 $5,747,496 $5,574,308

Business & Personal 
Services 156,088 159,325 152,126 146,100 146,495 141,485

All Other Outlets 1,297,558 1,285,933 1,258,780 1,172,110 1,313,343 1,423,891
Total All Outlets: $7,173,238 $7,225,773 $7,141,437 $6,842,692 $7,207,334 $7,139,684
Source: MBIA MuniServices Company 

Construction Activity 

The value of building permits issued in the County totaled $1,749,790,015 in 2006, a reduction of 32.1% 
from the prior year.  From 2002 through 2006, the value of nonresidential building permits reflects a total 
increase of 27.3%.  Residential permit valuation decreased by 50.1% over the same period.  In addition to 
annual building permit valuations, the numbers of permits for new dwelling units issued each year from 
2002 through 2006 are shown below. 
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SACRAMENTO COUNTY 
Building Permit Valuations 

2002 through 2006 
(Amounts Expressed in Thousands) 

 2002 2003 2004 2005 2006
Valuation:
Residential $2,317,674 $2,357,495 $2,382,098 $2,050,782 $1,156,017 
Nonresidential      466,514      506,642      522,248      527,308      593,773
Total $2,784,188 $2,864,137 $2,904,346 $2,578,090 $1,749,790 
New Dwelling Units:
Single family 10,519 10,006 9,365 7,168 3,637 
Multiple family   2,609   2,328      754      757    791
Total 13,128 12,334 10,119 7,925 4,428 
____________________________
Source: Sacramento County Assessor's Office.  

Transportation

The County's location and transportation network have contributed to the County's economic growth.  
The County is traversed by the main east-west and north-south freeways serving northern and central 
California.  Interstate 80 connects Sacramento with the San Francisco Bay Area, Reno, Nevada, and 
points east.  U.S. Highway 50 carries traffic from Sacramento to the Lake Tahoe Area.  Interstate 5 is the 
main north-south route through the interior of California; it runs from Mexico to Canada.  California State 
Highway 99 parallels Interstate 5 through central California and passes through Sacramento. 

Transcontinental and intrastate rail service is provided by the Union Pacific Railroad.  Passenger rail 
service is provided by AMTRAK.  Bus lines offering intercity as well as local service include Greyhound 
and Sacramento Regional Transit. 

The Port of Sacramento provides direct ocean freight service to all major United States and world ports.  
It is a deep-water ship channel, located 79 nautical miles northeast of San Francisco.  The three major rail 
links serving Sacramento connect with the Port.  Interstate 80 and Interstate 5 are immediately adjacent to 
the Port. 

Sacramento International Airport (SMF) is about 12 miles northwest of downtown Sacramento, and is 
served by a variety of airlines.  Executive Airport is a full-service, 680-acre facility serving general 
aviation, Mather Airport is served by all-cargo carriers, and there are various other small private airports. 

Sacramento County voters passed a ballot measure in November of 1988 providing for collection of an 
additional 1/2 cent sales tax to be used exclusively for transportation and air quality projects.  Ballot 
language specified formula distribution: (1) for the cities and unincorporated area of the County; (2) for 
projects to reduce air pollution; and (3) for mass transit improvements.  The original expiration date for 
the additional 1/2 cent sales tax was 2009, but in 2004 the Sacramento County voters overwhelmingly, by 
75.29%, approved extending this 1/2 cent sales tax for an additional 30 years; therefore, the new 
expiration date is 2039. 

Education

Sacramento County has numerous public school districts with approximately 373 schools serving an 
estimated 239,000 students, and approximately 143 private schools serving an additional estimated 
20,000 students, all within the K-12 level.  The Los Rios Community College District serves the majority 
of Sacramento County, as well as portions of El Dorado, Placer, Yolo and Solano Counties, with four 
main campuses: American River College, Sacramento City College, Cosumnes River College, and 
Folsom Lake College.  California State University at Sacramento offers various four-year and master’s 
degree programs, as does nearby University of California at Davis. 
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APPENDIX D

SUMMARY OF PRINCIPAL LEGAL DOCUMENTS

The following is a summary of certain provisions of the Master Installment Purchase 
Contract, the Second Supplemental Installment Purchase Contract, the Master Indenture and the Second 
Supplemental Indenture which are not described elsewhere in this Official Statement.  These summaries do 
not purport to be complete or definitive and are qualified in their entirety by reference to the full terms of 
the Master Installment Purchase Contract, the Second Supplemental Installment Purchase Contract, the 
Master Indenture and the Second Supplemental Indenture.

DEFINITIONS

The following are definitions of certain terms used in this Summary of Principal Legal 
Documents or elsewhere in this Official Statement.

“Accountant’s Report” means a report signed by an Independent Certified Public 
Accountant.

“Acquisition and Construction Fund” means the Sacramento County Water Agency 
Zones 40 and 41 Water System Projects Acquisition and Construction Fund established under the Master 
Contract.

“Act” means Chapter 5 of Division 7 of Title 1 of the Government Code of the State, and 
all laws amendatory thereof or supplemental thereto.

“Adjusted Annual Debt Service” means, for any Fiscal Year or twelve (12) calendar 
month period, as the case may be, the Annual Debt Service for such Fiscal Year or twelve (12) calendar 
month period minus the amount of such Annual Debt Service paid from the proceeds of all Parity 
Obligations and paid from interest earnings on amounts on deposit in all Reserve Funds and Reserve 
Accounts established in connection with such Parity Obligations.

“Adjusted Annual Net Revenues” means, for any Fiscal Year or twelve (12) calendar 
month period, as the case may be, the Adjusted Annual Revenues during such Fiscal Year or twelve (12) 
calendar month period minus the Maintenance and Operation Costs during such Fiscal Year or twelve (12) 
calendar month period.

“Adjusted Annual Revenues” means, for any Fiscal Year or twelve (12) calendar month 
period, as the case may be, the Revenues during such Fiscal Year or twelve (12) calendar month period 
plus the deposits into the Water Fund from the Rate Stabilization Fund during or allocable to such Fiscal 
Year or twelve (12) calendar month period minus the deposits into the Rate Stabilization Fund from the 
Water Fund during or allocable to such Fiscal Year or twelve (12) calendar month period.

“Adjusted Subordinate Annual Debt Service” means, for any Fiscal Year or twelve 
(12) calendar month period, as the case may be, the Subordinate Annual Debt Service for such Fiscal Year 
or twelve (12) calendar month period minus the amount of such Subordinate Annual Debt Service paid 
from the proceeds of all Subordinate Obligations and paid from interest earnings on amounts on deposit in 
all Reserve Funds and Reserve Accounts established in connection with such Subordinate Obligations.

“Agency” means the Sacramento County Water Agency, a body corporate and politic and 
a special district of the State duly organized and existing under the laws of the State.

“Agency’s Dedicated Capacity” has the meaning given to such term in the Dedicated 
Capacity Purchase Agreement.
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“Annual Debt Service” means, for any Fiscal Year or twelve (12) calendar month 
period, as the case may be, the sum of all Parity Payments required to be made under all Supplemental 
Contracts in such Fiscal Year or twelve (12) calendar month period.

“Authority” means the Sacramento County Water Financing Authority, a joint exercise 
of powers authority duly organized and existing under the Act.

“Average Annual Debt Service” means, as of any date of calculation, the total amount 
of the Annual Debt Service for each of the remaining Fiscal Years to and including the last Fiscal Year in 
which any Parity Payments are due under any Outstanding Supplemental Contract, divided by the number 
of such Fiscal Years.

“Balloon Contract” means any Supplemental Contract designated as a Balloon Contract 
in such Supplemental Contract.

“Balloon Installment Payments” means any Payments designated as Balloon 
Installment Payments in a Balloon Contract.

“Board of Directors” means the Board of Directors of the Agency. 

“Bond Insurance Policy” means the municipal bond new issue insurance policy issued 
by the Bond Insurer that guarantees payment of principal of and interest on the Series 2007 Bonds.

“Bond Insurer” means (i) with respect to Bonds generally, the issuer of any municipal 
bond or financial guaranty insurance policy on any of the Bonds insuring the payment when due of the 
interest on and the principal of such Bonds as provided in such policy, and (ii) with respect to the Series 
2007 Bonds, Financial Guaranty Insurance Company, a New York stock insurance company or any 
successor thereto.

“Bonds” means all revenue bonds of the Authority authorized, issued and delivered 
under the Master Indenture in accordance therewith that are at any time Outstanding under and pursuant to 
the terms of the Master Indenture and of all Supplemental Indentures.  “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 from Sinking Fund Account Payments 
established for the purpose of redeeming or paying such Bonds on or before their specified maturity date.

“Business Day” means any day (other than a Saturday, a Sunday or a legal holiday) on 
which the Trustee is open for business at its Corporate Trust Office and on which the Federal Reserve 
System is open for business.

“Certificate of the Agency” means an instrument in writing signed by the Chair of the 
Board of Directors, the Director of Finance or the Chief Financial Officer of the Agency (or by any other 
officer of the Agency duly authorized by the Board of Directors for such purpose) and attested and sealed 
by the Secretary of the Board of Directors.

“Certificate of the Authority” means an instrument in writing signed by the Chair, the 
Treasurer/Controller or the Chief Financial Officer of the Authority (or by any other officer of the 
Authority duly authorized by the Board of Directors of the Authority for such purpose) and attested by the 
Secretary of the Authority.

“Chair” means the Chair of the Authority.

“Code” means the Internal Revenue Code of 1986 and the regulations of the United 
States Department of the Treasury issued thereunder, and in this regard reference to any particular section 
of the Code shall include reference to all successors to such section of the Code.
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“Continuing Disclosure Certificates” means collectively all the Continuing Disclosure 
Certificates executed by the Agency at the time of the original execution and delivery of each Series of the 
Bonds, as the same may be amended or supplemented in accordance with their respective terms.   

“Contract” means the Master Installment Purchase Contract executed and entered into as 
of June 1, 2003, by and between the Agency and the Authority, as supplemented by all Supplemental 
Contracts executed and entered into by and between such parties, as each such contract was originally 
executed and entered into and as any of such contracts may from time to time be amended or supplemented 
in accordance with the respective terms thereof.

“Contract Resource Obligation” means any obligation of the Agency designated as a 
Contract Resource Obligation entered into under the Master Contract that requires the Agency to make 
payments for any service (including, without limitation, a separate utility system created pursuant to the 
Master Contract), the payments under which obligation (but for the application of the Master Contract) 
would not be treated as Maintenance and Operation Costs in accordance with Generally Accepted 
Accounting Principles.

“Contracts” means the Master Contract and all Supplemental Contracts.

“Corporate Trust Office” means the principal corporate trust office of the Trustee in 
San Francisco, California; provided, that with respect to the presentation of any Bonds under the Master 
Indenture for registration, payment, transfer or exchange, such term shall mean for such purposes the 
principal corporate trust office of the Trustee in Los Angeles, California, or such other office as may be 
designated in writing from time to time to the Authority and the Agency by the Trustee.

“Costs of Issuance” means all costs, expenses and fees directly or indirectly payable by 
or reimbursable to the Authority or the Agency related to the authorization, execution and delivery of the 
Contract, the Master Indenture and all Supplemental Indentures and the Bonds, including, but not limited 
to, costs of preparation and reproduction of documents, costs of Rating Agencies and costs to provide 
information required by Rating Agencies, charges and fees of the Trustee, premiums for any Credit 
Facility, legal charges and fees, fees and disbursements of financing consultants and professionals, fees and 
expenses of the underwriters of the Bonds, costs for the preparation, execution and safekeeping of the 
Bonds, and any other cost, expense or fee in connection with the initial execution and delivery of the 
Bonds.

“Costs of Issuance Fund” means the Sacramento County Water Financing Authority 
Revenue Bonds (Sacramento County Water Agency Zones 40 and 41 Water System Projects) Costs of 
Issuance Fund established under the Master Indenture, to be maintained by the Director of Finance.

“County” means the County of Sacramento, a political subdivision of the State duly 
organized and existing under the Constitution and laws of the State.

“Coverage Requirement” means, for each Fiscal Year or twelve (12) calendar month 
period, as the case may be, the requirement that the charges, fees and rates for the Water Service be set at 
levels such that the estimated amount of the Adjusted Annual Net Revenues for such Fiscal Year or twelve 
(12) calendar month period is equal in each case to at least (i) one hundred twenty-five per cent (125%) of 
the Adjusted Annual Debt Service for such Fiscal Year or twelve (12) calendar month period, and (ii) one 
hundred percent (100%) of all obligations of the Agency payable in such Fiscal Year or twelve (12) 
calendar month period; provided, that for purposes of determining compliance with the Coverage 
Requirement, the following provisions shall apply:

(A) Generally.  Except as otherwise provided by subparagraph (B) of this proviso 
with respect to Variable Interest Rate Contracts and by subparagraph (C) of this proviso with respect to 
Obligations with respect to which a Payment Agreement is in force, interest on any Obligation shall be 
calculated based on the actual amount of interest that is payable under such Obligation;
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(B) Interest on Variable Interest Rate Contracts.  Interest payable on any Variable 
Interest Rate Contract for periods when the actual interest rate can be determined shall be the actual 
Variable Interest Rate, and for periods when the actual interest rate cannot yet be determined shall be 
calculated on the assumption that the interest rate on such Variable Interest Rate Contract is equal to the 
rate (the “assumed RBI-based rate”) that is ninety per cent (90%) of the average RBI during the twelve (12) 
calendar month period immediately preceding the date on which such calculation is made;

(C) Interest on Obligations with respect to which a Payment Agreement is in force.  
Interest payable on any Obligation with respect to which a Payment Agreement is in force shall be based on 
the net economic effect to the Agency expected to be produced by the terms of such Obligation and such 
Payment Agreement, including but not limited to the effects that (i) such Obligation would, but for such 
Payment Agreement, be treated as an obligation bearing interest at a Variable Interest Rate instead shall be 
treated as an obligation bearing interest at a fixed interest rate, and (ii) such Obligation would, but for such 
Payment Agreement, be treated as an obligation bearing interest at a fixed interest rate instead shall be 
treated as an obligation bearing interest at a Variable Interest Rate; and accordingly, the amount of interest 
deemed to be payable on any Obligation with respect to which a Payment Agreement is in force shall be an 
amount equal to the amount of interest payable at the rate or rates stated in such Obligation plus the 
Payment Agreement Payments minus the Payment Agreement Receipts; and for the purpose of calculating 
as nearly as practicable the Payment Agreement Receipts and the Payment Agreement Payments under 
such Obligation, the following assumptions shall be made:

(1) Agency Obligated to Pay Net Variable Payments.  If a Payment 
Agreement has been entered into by the Agency with respect to an Obligation resulting in the payment of a 
net variable interest rate with respect to such Obligation and Payment Agreement by the Agency, the 
interest rate on such Obligation for future periods when the actual interest rate cannot yet be determined 
shall be assumed (but only during the period the Payment Agreement is in effect) to be equal to the sum of 
(i) the fixed rate or rates stated in such Obligation, minus (ii) the fixed rate paid by the Qualified 
Counterparty to the Agency, plus (iii) the lesser of (A) the interest rate cap, if any, provided by a Qualified 
Counterparty with respect to such Payment Agreement (but only during the period that such interest rate 
cap is in effect) and (B) the assumed RBI-based rate; and

(2) Agency Obligated to Pay Net Fixed Payments.  If a Payment 
Agreement has been entered into by the Agency with respect to an Obligation resulting in the payment of a 
net fixed interest rate with respect to such Obligation and Payment Agreement by the Agency, the interest 
on such Obligation shall be included in the calculation of the Coverage Requirement (but only during the 
period the Payment Agreement is in effect) by including for each Fiscal Year or twelve (12) calendar 
month period an amount equal to the amount of interest payable at the fixed interest rate under such 
Payment Agreement; and

(D) Interest on Balloon Contracts.  For purposes of calculating the Annual Debt 
Service or the Subordinate Annual Debt Service on any Balloon Contract, it shall be assumed that the 
principal of such Balloon Contract, together with interest thereon at a rate equal to the assumed RBI-based 
rate, will be amortized in equal annual installments over a term of thirty (30) years.

“Credit Facility” means any one or more policies of municipal bond insurance or surety 
bonds issued by a municipal bond insurer or any one or more lines of credit or letters of credit issued by a 
bank if the obligations insured by such insurer or issued by such bank, as the case may be, have ratings at 
the time of issuance of such policy or surety bond or line or letter of credit at least equal to the ratings on 
the Bonds then assigned by the Rating Agencies and that maintain at all times ratings at least equal to the 
ratings on the Bonds assigned by the Rating Agencies, or other credit source deposited with the Trustee 
pursuant to the Master Indenture.

“Date of Operation” means, with respect to any uncompleted Project, the estimated date 
by which such Project will have been completed and, in the opinion of an Independent Engineer, will be 
ready for continuous and reliable operation by the Agency.
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“Dedicated Capacity Purchase Agreement” means the Dedicated Capacity Purchase 
Agreement, dated as of May 1, 2007, between the Authority and FRWA and approved by the Agency, as 
originally executed and as it may from time to time be amended or supplemented in accordance with the 
terms thereof.

“Defeasance Securities” means any of the following obligations to the extent then 
permitted by law: 

(1) Cash (insured at all times by the Federal Deposit Insurance Corporation);

(2) Direct obligations of (including obligations issued or held in book-entry form on 
the books of) the Department of the Treasury of the United States of America; and

(3) Senior debt obligations of other government sponsored agencies approved by the 
Bond Insurers.

“Depository” means The Depository Trust Company, 711 Stewart Avenue, Garden City, 
New York 11530, Fax - 516/227-4039 or 4190; or (in accordance with then current guidelines of the 
Securities and Exchange Commission) any other securities depository that the Authority may designate in a 
Certificate of the Authority delivered to the Trustee.

“Director of Finance” means the Director of Finance of the County, as Treasurer of the 
Agency and as Treasurer/Controller of the Authority.

“Engineer’s Report” means a report signed by an Independent Engineer.

“Escrow Agent” means Union Bank of California, N.A., as escrow agent under the 
Escrow Agreement.

“Escrow Agreement” means the escrow agreement, dated as of May 1, 2007, between 
the Authority and the Escrow Agent.

“Event of Default” means an event defined as such in the Master Contract or the Master 
Indenture, as the case may be.

“First Supplemental Contract” means the First Supplemental Installment Purchase 
Contract executed and entered into as of June 1, 2003, by and between the Agency and the Authority.

“Fiscal Year” means the twelve-month period terminating on June 30 of each year, or 
any other annual accounting period selected in the Master Contract and designated by the Authority as its 
Fiscal Year in accordance with applicable law.

“Fitch” means Fitch, Inc., 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 entity shall be 
dissolved or liquidated or shall no longer perform the services of a municipal securities rating agency, then 
“Fitch” shall be deemed to refer to any other nationally recognized municipal securities rating agency 
selected by the Authority.

“FRWA” means the Freeport Regional Water Authority, a joint exercise of powers 
authority duly organized and existing under the laws of the State of California, and its successors and 
assigns.

“FRWA Facilities” has the meaning given to such term in the Dedicated Capacity 
Purchase Agreement.
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“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 Governmental Accounting Standards Board or its successor.

“Holder” means any person who shall be the registered owner of any Outstanding Bond, 
as shown on the bond registration books maintained by the Trustee under the Master Indenture.

“Independent Certified Public Accountant” means any individual or firm of certified 
public accountants duly licensed and entitled to practice and practicing as such under the laws of the State, 
appointed and paid by the Authority, and whom or each of whom –

(1) is in fact independent and not under the domination of the Authority;

(2) does not have a substantial financial interest, direct or indirect, in the operations 
of the Authority; and

(3) is not connected with the Authority as a member, officer or employee of the 
Authority, but which individual or firm may be regularly retained to audit the accounting records of and 
make reports thereon to the Authority.

“Independent Engineer” means any registered engineer or firm of registered engineers 
of national reputation generally recognized to be well qualified in engineering matters relating to water 
supply and distribution systems, 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

(3) is not connected with the Agency as a director, officer or employee of the 
Agency, but may be regularly retained to make engineering reports to the Agency.

“Information Services” means Financial Information, Inc., Daily Called Bond Service, 
30 Montgomery Street, 10th Floor, Jersey City, New Jersey 07302, Attention:  Editor; Mergent/FIS, Inc., 
5250 77 Center Drive, Suite 150, Charlotte, NC 28217, Attn:  Called Bond Department; and Standard & 
Poor’s J.J. Kenny Drake, Inc., 55 Water Street, New York, NY  10041-0001, Attention:  Notification 
Department; and (in accordance with then current guidelines of the Securities and Exchange Commission) 
any other information services providing information with respect to called bonds that the Authority may 
designate in a Certificate of the Authority delivered to the Trustee.

“Interest Account” means the account within the Revenue Fund by that name 
established pursuant to Master Indenture.

“Interest Payment Date” means a date on which interest is due on any Bonds.

“Issuing Document” means the Master Indenture and all Supplemental Indentures, and 
any indenture, trust agreement, resolution or other document the obligations issued or delivered under 
which are secured by Payments under the Contracts; provided, that the trustee under each such Issuing 
Document shall be the Trustee.

“Law” means the Sacramento County Water Agency Act (being West’s Ann. Cal. Water 
Code App. §66), and all laws amendatory thereof or supplemental thereto.
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“London Banking Day” means any day on which commercial banks are open for 
general business (including dealings in foreign exchange and foreign currency) in the City of London, 
United Kingdom.

“Maintenance and Operation Costs” means all reasonable and necessary costs paid or 
incurred by the Agency for maintaining and operating the Water System, determined in accordance with 
Generally Accepted Accounting Principles, including all expenses of management and repair and other 
expenses necessary to maintain and preserve the Water System in good repair and working order, and 
including all administrative costs of the Agency that are charged directly or apportioned to the operation of 
the Water System, such as salaries and wages of employees, overhead, taxes (if any), surcharges mandated 
by the State, costs of permits and licenses to operate the Water System and insurance premiums, and 
including all fees due to the City of Sacramento, and including all other reasonable and necessary costs of 
the Agency or charges required to be paid by it to comply with the terms of the Master Contract or of any 
Supplemental Contract, such as compensation, reimbursement and indemnification of the Trustee and fees 
and expenses of Independent Certified Public Accountants and Independent Engineers and the Director of 
Finance, but excluding in all cases depreciation, replacement and obsolescence charges or reserves therefor 
and amortization of intangibles.

“Master Contract” means the Master Installment Purchase Contract executed and 
entered into as of June 1, 2003, by and between the Agency and the Authority, as originally executed and 
entered into and as it may from time to time be amended or supplemented in accordance with the terms 
thereof.

“Master Indenture” means the Master Indenture executed and entered into as of June 1, 
2003, by and between the Authority and the Trustee, as originally executed and entered into and as it may 
from time to time be amended or supplemented in accordance with the terms thereof.

“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 
entity shall be dissolved or liquidated or shall no longer perform the services of a municipal securities 
rating agency, then “Moody's” shall be deemed to refer to any other nationally recognized municipal 
securities rating agency selected by the Authority and satisfactory to and approved by the Trustee.

“Net Proceeds” means, when used with respect to any condemnation award or any 
insurance proceeds received with respect to the Water System, the amount of such condemnation award or 
insurance proceeds remaining after payment of all expenses (including attorneys’ fees) incurred in the 
collection of such award or proceeds.

“Net Revenues” means, for any Fiscal Year or twelve (12) calendar month period, as the 
case may be, the Revenues during such Fiscal Year or twelve (12) calendar month period less the 
Maintenance and Operation Costs during such Fiscal Year or twelve (12) calendar month period.

“Obligations” means all Parity Obligations and all Subordinate Obligations.

“Opinion of Counsel” means a written opinion of counsel of recognized national 
standing in the field of law relating to municipal bonds, retained by the Agency or the Authority and 
satisfactory to and approved by the Trustee (who shall be under no liability by reason of such approval).

“Outstanding,” when used as of any particular time with reference to Payments, means 
all Payments which have not been paid or otherwise discharged as provided in the Master Contract, and 
with reference to Supplemental Contracts, means all Supplemental Contracts the Payments under which 
have not been paid or otherwise discharged as provided in the Master Contract, and when used as of any 
particular time with reference to Bonds, means (subject to the provisions of the Master Indenture) all Bonds 
except –
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(1) Bonds theretofore cancelled by the Trustee or surrendered to the Trustee for 
cancellation under the Master Indenture;

(2) Bonds paid or deemed to have been paid under the Master Indenture; and

(3) Bonds in lieu of or in substitution for which other Bonds shall have been 
executed, issued and delivered by the Authority under the Master Indenture.

“Parity Obligation Payment Fund” means the Sacramento County Water Agency 
Zones 40 and 41 Water System Projects Parity Obligation Payment Fund established under the Master 
Contract.

“Parity Obligations” means all Supplemental Contracts or State Loans or Payment 
Agreements, the Parity Payments under which (other than Termination Payments) are secured by the senior 
lien on the Net Revenues created under the Master Contract and are payable therefrom on a parity.

“Parity Payment Agreement” means a Payment Agreement which is a Parity 
Obligation.

“Parity Payments” means all payments scheduled to be paid by the Agency under all 
Parity Obligations.

“Payment Agreement” means a written agreement for the purpose of managing or 
reducing the Agency’s exposure to fluctuations in interest rates, or for any other interest rate, investment, 
asset or liability managing purposes, entered into either on a current or forward basis by the Agency and a
Qualified Counterparty as authorized under any applicable laws of the State in connection with, or 
incidental to, the entering into of any Supplemental Contract that provides for an exchange of payments 
based on interest rates, ceilings or floors on such payments, options on such payments or any combination 
thereof, or any similar device.

“Payment Agreement Payments” means all amounts required to be paid by the Agency 
to all Qualified Counterparties under all Payment Agreements.

“Payment Agreement Receipts” means all amounts required to be paid by all Qualified 
Counterparties to the Agency under all Payment Agreements.

“Payment Date” means any date on which Payments are scheduled to be paid by the 
Agency.

“Payments” means all Parity Payments and all Subordinate Payments scheduled to be 
paid by the Agency under all Supplemental Contracts.

“Permitted Investments” means any of the following investments as authorized by 
applicable law at the time of making such investment, namely:

(1) Defeasance Securities; 

(2) Obligations of any of the following federal agencies which obligations represent 
the full faith and credit of the United States of America, including:

• Export-Import Bank

• Rural Economic Community Development Administration

• U.S. Maritime Administration
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• Small Business Administration

• U.S. Department of Housing & Urban Development (PHAs)

• Federal Housing Administration

• Federal Financing Bank;

(3) Direct obligations of any of the following federal agencies which obligations are 
not fully guaranteed by the full faith and credit of the United States of America:

• Senior debt obligations issued by the Federal National Mortgage Association (FNMA) or 
the Federal Home Loan Mortgage Corporation (FHLMC)

• Obligations of the Resolution Funding Corporation (REFCORP) 

• Senior debt obligations of the Federal Home Loan Bank System

• Senior debt obligations of other government sponsored agencies approved by the Bond 
Insurers;

(4) U.S. dollar denominated deposit accounts, federal funds and bankers’ 
acceptances with domestic commercial banks which have a rating on their short-term certificates of deposit 
on the date of purchase of “P-1” by Moody’s and “A-1” or “A-1+” by S&P and maturing not more than 
three hundred sixty (360) calendar days after the date of purchase. (Ratings on holding companies are not 
considered as the rating of the bank):

(5) Commercial paper which is rated at the time of purchase in the single highest 
classification, “P-1” by Moody’s and “A-1+” by S&P and which matures not more than two hundred 
seventy (270) calendar days after the date of purchase;

(6) Investments in a money market fund rated “AAAm” or “AAAm-G” or better by 
S&P, including funds for which the Trustee or an affiliate provides investment advice or other services;

(7) Pre-refunded municipal obligations defined as follows:  Any bonds or other 
obligations of any state of the United States of America or of any agency, instrumentality or local 
governmental unit of any such state which are not callable at the option of the obligor prior to maturity or 
as to which irrevocable instructions have been given by the obligor to call on the date specified in the 
notice; and

(A) which are rated, based on an irrevocable escrow account or fund (the “escrow”), 
in the highest rating category of Moody’s and  S&P or any successors thereto; or

(B) (i) which are fully secured as to principal and interest and redemption premium, 
if any, by an escrow consisting only of cash or obligations described in paragraph (2) of the 
definition of Defeasance Securities, which escrow may be applied only to the payment of such 
principal of and interest and redemption premium, if any, on such bonds or other obligations on 
the maturity date or dates thereof or the specified redemption date or dates pursuant to such 
irrevocable instructions, as appropriate, and (ii) which escrow is sufficient, as verified by a 
nationally recognized independent certified public accountant, to pay principal of and interest and 
redemption premium, if any, on the bonds or other obligations described in this paragraph on the 
maturity date or dates specified in such irrevocable instructions, as appropriate;

(8) Municipal obligations rated “Aaa/AAA” or general obligations of states with a 
rating of at least “A2/A” or higher by both Moody’s and S&P; 
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(9) Investments in the County of Sacramento Pooled Investment Fund;

(10) Investment agreements approved in writing by the Bond Insurers (supported by 
appropriate opinions of counsel); and

(11) Other forms of investments (including repurchase agreements) approved in 
writing by the Bond Insurers.

The value of the above investments shall be determined as follows:

(a) For the purpose of determining the amount in any fund, all Permitted 
Investments credited to such fund shall be valued at fair market value.  The Trustee shall determine the fair 
market value based on accepted industry standards and from accepted industry providers.  Accepted 
industry providers shall include but are not limited to pricing services provided by Financial Times 
Interactive Data Corporation, Merrill Lynch, Salomon Smith Barney, Bear Stearns, or Lehman Brothers.

(b) As to certificates of deposit and bankers’ acceptances:  the face amount thereof, 
plus accrued interest; and

(c) As to any investment not specified above:  the value thereof established by prior 
agreement among the Authority, the Trustee and any Bond Insurer.

“Principal Payment Date” means, as applicable, a date on which principal is due on any 
Bonds, whether at maturity or upon prior redemption or a date on which any principal installment of the 
Payments is due.

“Principal Subaccount” means the subaccount within the Redemption Account by that 
name established pursuant to the Master Indenture.

“Project” means any additions, betterments and improvements to the Water System 
designated by the Board of Directors in a Supplemental Contract as a designated Project, the Purchase Price 
of which will be paid by the Agency under such Supplemental Contract as provided therein and in the 
Master Contract.

“Project Account” means a separate account established and maintained in the 
Acquisition and Construction Fund under a Supplemental Contract to finance the acquisition and 
construction of a Project.

“Project Accounts” means collectively all the accounts established in the Acquisition 
and Construction Fund by all the Supplemental Contracts to finance the acquisition and construction of all 
the Projects.

“Purchase Price” means the amount owed by the Agency to the Authority for the 
purchase by the Agency from the Authority of any Project under the terms of the Master Contract, as 
provided therein.

“Qualified Counterparty” means a party (other than the Agency or a party related to the 
Agency) who is the other party to a Payment Agreement and (1) (a) who is rated, at the time of execution 
of a Payment Agreement, by S&P, Moody’s and Fitch (if such party is then rated by Fitch) at least equal to 
the ratings assigned by each of the Rating Agencies to the obligations secured by the Parity Payments 
(without regard to any gradations within a rating category), (b) whose senior debt obligations are rated, at 
the time of execution of a Payment Agreement, by S&P, Moody’s and Fitch (if such party is then rated by 
Fitch) at least equal to the ratings assigned by each of the Rating Agencies to the obligations secured by the 
Parity Payments (without regard to any gradations within a rating category), or guaranteed by an entity so 
rated, (c) whose obligations under the Payment Agreement are guaranteed for the entire term of the 
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Payment Agreement by a bond insurer or other institution which has been assigned a credit rating by S&P, 
Moody’s and Fitch (if such party is then rated by Fitch), at the time of execution of a Payment Agreement,
at least equal to the ratings assigned by each of the Rating Agencies to the obligations secured by the Parity 
Payments, or (d) whose obligations under the Payment Agreement are collateralized in such a manner as to 
obtain a rating, at the time of execution of a Payment Agreement, by S&P, Moody’s and Fitch (if such 
party is then rated by Fitch) at least equal to the ratings assigned by each of the Rating Agencies to the 
obligations secured by the Parity Payments; and (2) who is otherwise qualified to act as the other party to a 
Payment Agreement under all applicable laws of the State. 

“Rate Stabilization Fund” means the Sacramento County Water Agency Zones 40 and 
41 Water System Projects Rate Stabilization Fund established under the Master Contract.

“Rating Agencies” means collectively Fitch, Moody’s and S&P, but in each case only to 
the extent that such municipal securities rating agency is then maintaining a rating on the Bonds.

“RBI” means the Bond Buyer Revenue Bond Index or comparable index, or, if no 
comparable index can be obtained, ninety per cent (90%) of the interest rate on actively traded ten (10) year 
United States Treasury Notes, except that if no such United States Treasury Notes are then being actively 
traded, it means ninety per cent (90%) of the interest rate on actively traded United States Treasury 
obligations or other obligations generally recognized to constitute “Benchmark Securities” in the municipal 
bond industry.

“Rebate Fund” means the Sacramento County Water Financing Authority Revenue 
Bonds (Sacramento County Water Agency Zones 40 and 41 Water System Projects) Rebate Fund 
established under the Master Indenture, to be maintained by the Director of Finance.

“Record Date” means, with respect to any Interest Payment Date or Principal Payment 
Date, the day of the month that is the fifteenth (15th) day of the month prior to such Interest Payment Date 
or Principal Payment Date, as the case may be.

“Redemption Account” means the account within the Revenue Fund by that name 
established pursuant to the Master Indenture.

“Refunded Series 2003 Bonds” means the Series 2003 Bonds maturing on or after June 
1, 2014, scheduled to be refunded from the funds provided in the Escrow Agreement.

“Refunded 2003 Payments” means the 2003 Payments scheduled to become due and 
payable on or after June 1, 2014, to be refunded by the Agency in accordance with the Second 
Supplemental Contract.

“Representation Letter” means the letter of representation to the Depository from the 
Authority relating to the Bonds.

“Request of the Agency” means an instrument in writing signed by the Chair of the 
Board of Directors, the Director of Finance or the Chief Financial Officer of the Agency (or by any officer 
of the Agency duly authorized by the Board of Directors for that purpose).

“Reserve Account” means the account within the Revenue Fund by that name 
established pursuant to the Master Indenture.

“Reserve Fund Credit Facility Costs” means the repayment of draws, expenses and 
accrued interest or other similar costs payable in connection with a line of credit, letter of credit, insurance 
policy, surety bond or other credit source deposited with the Trustee for the credit of a Reserve Fund or 
Reserve Account.
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“Reserve Requirement” means, as of any date of determination, the least of (a) ten per 
cent (10%) of the original principal amount of the Bonds, or (b) the maximum annual interest and principal 
payments on the Bonds payable in the current or in any future one-year period ending on June 1 under the 
Master Indenture, or (c) one hundred twenty-five per cent (125%) of the average annual interest and 
principal payments on the Bonds payable in the current and in all future one-year periods ending on June 1 
under the Master Indenture, all as computed by the Authority under the Code and specified in writing to the 
Trustee; provided, that such requirement (or any portion thereof) may be provided by a Credit Facility; and, 
provided further, that for purposes of calculating the Reserve Requirement for Bonds bearing interest at 
variable rates, such Bonds shall be assumed to bear interest at the fixed rates specified in one or more 
Payment Agreements if a Payment Agreement is entered into in connection with such Bonds, and if a 
Payment Agreement is not entered into in connection with such Bonds, such Bonds shall be assumed to 
bear interest at the rate or rates at which such Bonds would bear interest if such Bonds were then issued as 
Bonds bearing interest at a fixed rate based upon a Certificate of the Authority which may be based upon a 
certificate of an investment banking firm.

“Revenue Fund” means the Sacramento County Water Financing Authority Revenue 
Bonds (Sacramento County Water Agency Zones 40 and 41 Water System Projects) Revenue Fund 
established under the Master Indenture, to be maintained by the Trustee.

“Revenues,” with respect to the Agency, means, all gross income and revenue received 
or receivable by the Agency from the ownership or operation of the Water System, determined in 
accordance with Generally Accepted Accounting Principles, including all charges, fees and rates received 
by the Agency for the services of the Water System and including all Zone 40 Impact Fees and all Zone 41 
Capital Inclusion Fees, as well as all income and revenue received from the sale of water delivered or made 
available by the Water System, all earnings and income derived from the investment of all of such money 
and derived from the investment of all money in the Water Fund and all other income and revenue 
howsoever derived by the Agency from the ownership or operation of the Water System or arising from the 
Water System, but excluding all ad valorem assessments and property taxes received by the Agency and all 
customer deposits made to establish credit which are subject to refund until such deposits have been earned 
by the Agency, and with respect to the Authority, means all Payments and all other payments required to be 
paid by the Agency to the Authority under the Contract, together with all income from any investment 
pursuant to the Master Indenture of any money in any account or fund established under the Master 
Indenture. 

“Second Supplemental Contract” means the Second Supplemental Installment Purchase 
Contract, dated as of May 1, 2007, between the Agency and the Authority as originally entered into and as 
it may from time to time be amended or supplemented in accordance with the terms thereof.

“Second Supplemental Indenture” means the Second Supplemental Indenture, dated as 
of May 1, 2007, between the Authority and the Trustee, supplemental to the Master Indenture, as originally 
executed and as it may from time to time be amended or supplemented in accordance with the terms 
thereof.

“Series of Bonds” means any series of the Bonds authorized, executed and authenticated 
pursuant to the Master Indenture and pursuant to one or more Supplemental Indentures that constitute a 
single series of the Bonds and that are delivered on initial issuance in a simultaneous transaction pursuant 
to the Master Indenture, and any Bonds thereafter executed, authenticated and delivered in lieu thereof or in 
substitution therefore pursuant to the Master Indenture.

“Series 2007 Bonds” means, collectively, the Series 2007A Bonds and the Series 2007B 
Bonds.

“Series 2007A Bonds” means the Sacramento County Water Financing Authority 
Revenue Bonds (Sacramento County Water Agency Zones 40 and 41 2007 Water System Project), Series 
2007A authorized to be issued under the Master Indenture and the Second Supplemental Indenture.
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“Series 2007B Bonds” means the Sacramento County Water Financing Authority 
Revenue Bonds (Sacramento County Water Agency Zones 40 and 41 2007 Water System Project), Series 
2007B authorized to be issued under the Master Indenture and the Second Supplemental Indenture.

“Series 2007 Costs of Issuance Account” means the account by that name within the 
Costs of Issuance Fund established under the Second Supplemental Indenture for the Series 2007 Bonds.

“Series 2003 Bonds” means the Sacramento County Water Financing Authority Revenue 
Bonds (Sacramento County Water Agency Zones 40 and 41 2003 Water System Project).

“Sinking Fund Account Payments” means the payments required by all Supplemental 
Indentures to be deposited in the Sinking Fund Subaccount for the payment of the Term Bonds.

“Sinking Fund Payment Date” means a date on which any Sinking Fund Account 
Payment is due for any of the Bonds.

“Sinking Fund Subaccount” means the subaccount by that name within the Redemption 
Account established pursuant to the Master Indenture.

“S&P” means Standard & Poor’s Ratings Services, a division of The McGraw-Hill 
Companies, Inc., 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 entity shall be dissolved or liquidated or shall 
no longer perform the services of a municipal securities rating agency, then “S&P” shall be deemed to refer 
to any other nationally recognized municipal securities rating agency selected by the Authority.

“State” means the State of California.

“State Loan” means any loan agreement entered into between the Agency and the State 
(or any agency, board of department thereof) to finance any additions, betterments or improvements to the 
Water System which, by its terms, is payable from Net Revenues on a parity basis with the payment of all 
other Parity Obligations.

“Subordinate Annual Debt Service” means, for any Fiscal Year or twelve (12) calendar 
month period, as the case may be, all Subordinate Payments required to be made under all Supplemental 
Contracts in such Fiscal Year or twelve (12) calendar month period.

“Subordinate Obligations” means all Supplemental Contracts or Payment Agreements 
the Subordinate Payments under which, as determined by the Agency (other than Termination Payments 
related to Subordinate Payment Agreements) are secured by the subordinate lien on the Net Revenues 
created under the Master Contract and are payable on a parity therefrom.

“Subordinate Payment Agreements” means a Payment Agreement which is a 
Subordinate Obligation.

“Subordinate Payments” means all payments scheduled to be paid by the Agency under 
all Subordinate Obligations.

“Supplemental Contracts” means all installment purchase contracts (determined by the 
Agency to constitute Supplemental Contracts) supplemental to the Master Contract, executed and entered 
into by the Agency and the Authority under and pursuant to the Master Contract and applicable law, as 
originally executed and entered into and as each of them may from time to time be amended or 
supplemented in accordance with the Master Contract and the terms thereof.

“Supplemental Indenture” means any indenture then in full force and effect which has 
been duly executed and delivered by the Authority and the Trustee amendatory thereof or supplemental 
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thereto; but only if and to the extent that such Supplemental Indenture is specifically authorized under the 
Master Indenture.

“Tax Certificates” means collectively all the Tax Certificates delivered by the Authority 
at the time of the original execution and delivery of each Series of the Bonds, as the same may be amended 
or supplemented in accordance with their respective terms

“Termination Payments” means any payments due and payable to a Qualified 
Counterparty in connection with the termination of a Payment Agreement.

“Treasurer/Controller” means the Director of Finance of the County, as 
Treasurer/Controller of the Authority.

“Trustee” means Union Bank of California, N.A., a national banking association duly 
organized and existing under the laws of the United States of America, at its Corporate Trust Office, or any 
successor Trustee, which may at any time be substituted in place of the original or any successor Trustee 
under the Master Indenture.

“2007 Payments” means the Payments scheduled to be paid by the Agency under the 
Second Supplemental Contract.

“2007 Project Account” means the account by that name within the Acquisition and 
Construction Fund established under the Second Supplemental Contract.

“2007 Water System Project” means those certain additions, betterments and 
improvements to the Water System comprising the Agency’s Dedicated Capacity in the FRWA Facilities, 
surface water conveyance projects, water treatment projects and treated water delivery projects constituting 
a “Project” under the Master Contract, together with such additions thereto and substitutions therefor and 
minus such deletions therefrom as shall be specified by the Agency to the Authority in a Certificate of the 
Agency stating that such additions and/or substitutions shall henceforth constitute a part of the 2007 Water 
System Project and/or that such deletions shall henceforth not constitute a part of the 2007 Water System 
Project.  

“2003 Payments” means the Payments scheduled to be paid by the Agency under the 
First Supplemental Contract.

“2003 Water System Project” means those certain additions, betterments and 
improvements to the Water System described as such in the First Supplemental Contract and originally 
financed in part with the Series 2003 Bonds.

“Variable Interest Rate” means any variable interest rate or rates to be paid under any 
Supplemental Contract, the method of computing which variable interest rate shall be as specified in such 
Supplemental Contract, which Supplemental Contract shall also specify either (i) the payment period or 
periods or time or manner of determining such period or periods or time for which each value of such 
variable interest rate shall remain in effect, and (ii) the time or times based upon which any change in such 
variable interest rate shall become effective, and which variable interest rate may, without limitation, be 
based on the interest rate on certain bonds or may be based on interest rate, currency, commodity or other 
indices.

“Variable Interest Rate Contract” means, for any period of time, any Supplemental 
Contract that bears a Variable Interest Rate during such period, except that no Supplemental Contract shall 
be treated as a Variable Interest Rate Contract if the net economic effect of interest rates on any particular 
Payments or such Supplemental Contract and interest rates on any other Payments of the same 
Supplemental Contract, as set forth in such Supplemental Contract, or the net economic effect of a Payment 
Agreement with respect to any particular Payments, in either case is to produce obligations that bear 
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interest at a fixed interest rate, and any Supplemental Contract with respect to which a Payment Agreement 
is in force shall be treated as a Variable Interest Rate Contract if the net economic effect of the Payment 
Agreement is to produce obligations that bear interest at a Variable Interest Rate.

“Water Fund” means the Sacramento County Water Agency Zones 40 and 41 Water 
System Projects Water Fund, being collectively the pooled Sacramento County Water Agency (Zone 40) 
Water Fund and the Sacramento County Water Agency (Zone 41) Water Fund, both of which were 
established under applicable law and are now existing in the treasury of the Agency and are maintained 
under applicable law, and any successor fund to either of such two funds.

“Water Service” means the water service provided or made available by the Water 
System to residents and water users in Zones 40 and 41.

“Water System” means all facilities of the Agency used or useful for providing retail and 
wholesale water service to residents and water users in Zones 40 and 41, and all general plant facilities 
related thereto now owned by the Agency, and all other equipment, facilities, properties, structures or 
works for the delivery of retail and wholesale water service to residents and water users in Zones 40 and 41 
acquired under the Master Contract and constructed by the Agency and designated by the Agency to be a 
part of the Water System, together with all improvements to all such equipment, facilities, properties, 
structures or works or any part thereof under the thereafter acquired or constructed by or for the Agency.

“Written Request of the Authority” means a request in writing signed by the Chair, the 
Treasurer/Controller or the Chief Financial Officer of the Authority (or by any other officer of the 
Authority duly authorized by the Board of Directors of the Authority for such purpose). 

“Zones 40 and 41” means collectively the currently existing Zones 40 and 41 of the 
Agency.

“Zone 40 Impact Fees” means the so-called “Impact Fees” required to be paid for 
connecting to the Water System in Zone 40, as established by ordinance enacted by the Board of Directors.

“Zone 41 Capital Inclusion Fees” means the so-called “Water Development Fees” 
required to be paid for connecting to the Water System in Zone 41, as established by ordinance enacted by 
the Board of Directors.

MASTER INSTALLMENT PURCHASE CONTRACT

Under the Master Contract, the Authority agrees to finance and refinance the costs of the 
acquisition and construction of the Projects for and to sell the Projects to the Agency and appoints the 
Agency as its agent for the purpose of such acquisition and construction.  Certain provisions of the Master 
Contract are summarized below.  THIS SUMMARY DOES NOT PURPORT TO BE COMPLETE OR 
DEFINITIVE AND IS QUALIFIED IN ITS ENTIRETY BY REFERENCE TO THE FULL TERMS OF 
THE MASTER CONTRACT.

Acquisition, Construction and Sale of Projects

The Authority agrees to finance and refinance the acquisition and construction of the 
Projects for and to sell the Projects to the Agency, and the Agency agrees to purchase the Projects from the 
Authority and to pay the Purchase Price of the Projects to the Authority; and in order to implement this 
provision, the Authority agrees to deposit funds with the Director of Finance to be used to finance the 
acquisition and construction of the Projects, and the Authority appoints the Agency as its agent for the 
purpose of acquiring and constructing the Projects, and the Agency agrees to enter into such engineering, 
design and construction contracts and purchase orders as may be necessary, as agent for the Authority, to 
provide for the complete acquisition and construction of the Projects, and the Agency agrees that as such 
agent it will cause the acquisition and construction of the Projects to be diligently completed after the 
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deposit of funds in the Acquisition and Construction Fund for such purpose, and that it will use its best 
efforts to cause the acquisition and construction of the Projects to be completed in a timely and expeditious 
fashion.  Notwithstanding the foregoing, it is expressly understood and agreed that the Authority shall be 
under no liability of any kind or character whatsoever for the payment of any costs or expenses incurred by 
the Agency for the acquisition and construction of the Projects and that all such costs and expenses shall be 
paid by the Agency, regardless of whether the funds deposited in the Acquisition and Construction Fund 
are sufficient to cover all such costs and expenses. Upon the acquisition or construction of each discrete 
and separate portion of each Project, all right, title and interest therein shall automatically vest in the 
Agency, which such automatic vesting shall occur without further action by the Authority, except that the 
Authority shall, if requested by the Agency or if necessary to assure the vesting of such interests or title, 
deliver any and all documents required to assure such vesting.

In the event the Authority fails to observe or perform any agreement, condition, covenant 
or term contained in the Master Contract required to be observed or performed by it, the Agency may 
institute such action or proceeding against the Authority as the Agency may deem necessary to compel the 
observance or performance of such agreement, condition, covenant or term, or to recover damages for the 
nonobservance or nonperformance thereof.  The Agency may, at its own cost and expense and in its own 
name or in the name of the Authority, prosecute or defend any action or proceeding or take any other action 
involving third persons which the Agency deems reasonably necessary in order to protect or secure its 
rights under the Master Contract, and in such event the Authority agrees to cooperate fully with the Agency 
and to take all action necessary to effect the substitution of the Agency for the Authority in any action or 
proceeding if the Agency shall so request.

Acquisition and Construction Fund

There is established under the Master Contract the “Sacramento County Water Agency 
Zones 40 and 41 Water System Projects Acquisition and Construction Fund,” which fund the Director of 
Finance agrees to hold and maintain until the completion of the acquisition and construction of all Projects 
to be financed from the Project Accounts established in such fund as provided in all Supplemental 
Contracts; and all money in the Acquisition and Construction Fund (and all interest earnings thereon) shall 
be used and withdrawn by the Director of Finance solely to pay the costs of the acquisition and 
construction of the Projects (or to reimburse the Agency for such costs paid by it) upon receipt of a Request 
of the Agency filed with the Director of Finance in substantially the form attached to the Master Contract 
as Exhibit A thereof, each of which shall be sequentially numbered and shall state the person or entity to 
whom payment is to be made, the amount of money to be paid, the purpose for which the obligation to be 
paid was incurred and that such payment is a proper charge against the related Project Account in the 
Acquisition and Construction Fund and has not been the subject of a previous Request of the Agency.  
After the completion of the acquisition and construction of each Project to be financed from the related 
Project Account in the Acquisition and Construction Fund, any remaining balance of money in such Project 
Account shall be transferred to the Agency for any lawful purpose of the Agency (subject to the provisions 
of any Tax Certificate).

Rate Stabilization Fund

There is established under the Master Contract the “Sacramento County Water Agency 
Zones 40 and 41 Water System Projects Rate Stabilization Fund,” which fund the Director of Finance 
agrees to hold and maintain as directed by the Agency so long as any Payments due under the Master 
Contract shall be Outstanding.  The Agency may at any time deposit in the Rate Stabilization Fund any Net 
Revenues available to be deposited therein (as provided in the Master Contract), and the Agency may at 
any time withdraw from the Rate Stabilization Fund any money therein for deposit in the Water Fund; 
provided, that the Agency shall withdraw from the Rate Stabilization Fund any money therein for deposit in 
the Water Fund in the event there are insufficient amounts in the Water Fund to make the deposits and 
transfers required by the Master Contract; and provided further, that any such deposits or withdrawals may 
be made up to and including the date that is one hundred eighty (180) days after the end of the Fiscal Year 
or twelve (12) calendar month period, as the case may be, for which such deposit or withdrawal will be 
taken into account in determining the Adjusted Annual Revenues; and provided further, that no deposit of 
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Net Revenues shall be made in the Rate Stabilization Fund to the extent that such deposit would prevent the 
Agency from meeting the Coverage Requirement in any Fiscal Year or twelve (12) calendar month period, 
as the case may be.

Water Fund; Pledge of Net Revenues

There is established the “Sacramento County Water Agency Zones 40 and 41 Water 
System Projects Water Fund,” which fund the Director of Finance agrees to hold and maintain so long as 
any Payments due under the Master Contract shall be Outstanding. The Agency irrevocably grants and 
pledges the Net Revenues first, to secure all Parity Obligations and second, to secure all Subordinate 
Obligations, and such lien and pledge shall constitute a first lien on the Net Revenues, which grant and 
pledge shall become effective upon the execution thereof without any further action on the part of the 
Agency or the Authority; provided, that out of the Net Revenues there may be apportioned such sums for 
such purposes as are expressly permitted by this section. All Parity Obligations shall be of equal rank 
without preference, priority or distinction of any Parity Obligations over any other Parity Obligations, and 
all Subordinate Obligations shall be of equal rank without preference, priority or distinction of any 
Subordinate Obligations over any other Subordinate Obligations. In order to carry out and effectuate the 
obligation of the Agency contained in the Master Contract and in all Supplemental Contracts and Payment 
Agreements to make the Payments, the Agency agrees and covenants that all Revenues received by it shall 
be deposited when and as received in the Water Fund, and all money on deposit in the Water Fund shall be 
applied and used only in the following order as provided in the Master Contract:

(A) The Agency shall pay all Maintenance and Operation Costs (including amounts 
reasonably required to be set aside in contingency reserves for Maintenance and Operation Costs the 
payment of which is not then immediately required) from the Water Fund as they become due and payable 
and shall make such deposits in the Rate Stabilization Fund as it may determine from time to time in 
accordance with the Master Contract; and

(B) On or before the last Business Day of each month, the Director of Finance shall, 
from the remaining money then on deposit in the Water Fund, deposit in the “Sacramento County Water 
Agency Zones 40 and 41 Water System Projects Parity Obligation Payment Fund,” which fund is created 
and which fund the Director of Finance agrees to hold and maintain so long as any Parity Payments due 
hereunder shall be Outstanding, the following amounts in the following order of priority:

(1) a sum equal to (a) the interest and principal payments becoming due 
and payable under all Supplemental Contracts that are Parity Obligations, plus (b) the net 
payments becoming due and payable on all Parity Payment Agreements (except any 
Termination Payments), plus (c) any other amounts with respect to Parity Obligations 
(including any letter of credit and remarketing fees), in each case, during the next 
succeeding month; plus 

(2) all amounts due to make up any deficiency in the Reserve Funds and 
Reserve Accounts for the Parity Obligations in accordance with the provisions of the 
applicable Issuing Document, including all Reserve Fund Credit Facility Costs.

All money on deposit in the Parity Obligation Payment Fund shall be transferred by the 
Director of Finance to the Trustee or other third party payee thereof to make and satisfy the Parity 
Payments due on the next applicable Payment Dates.

After the payments contemplated by the foregoing subparagraphs (A) and (B) shall have 
been made, any amounts thereafter remaining in the Water Fund shall from time to time be used for the 
payment of the interest and the principal payments becoming due and payable under all Supplemental 
Contracts that are Subordinate Obligations and the net payments becoming due and payable on all 
Subordinate Payment Agreements (except any Termination Payments) and any other amounts becoming 
due and payable with respect to Subordinate Obligations (including any letter of credit and remarketing 
fees and any other amounts becoming due and payable to make up any deficiency in the Reserve Funds and 



D-18

the Reserve Accounts for Subordinate Obligations, including all Reserve Fund Credit Facility Costs) and 
any Termination Payments on all Parity Payment Agreements; so long as the following conditions are met:

(1) all Maintenance and Operations Costs are being and have been paid and are then current; 
and

(2) all deposits and payments contemplated by the foregoing subparagraphs (A) and (B) shall 
have been made in full and no deficiency in any Reserve Fund or Reserve Account for Parity Obligations 
shall exist and no Reserve Fund Credit Facility Costs shall be due and payable, and there shall have been 
paid, or segregated within the Water Fund, the amounts currently payable pursuant to subparagraphs (A) 
and (B) above.

After all the deposits required by this section have been made, any amounts thereafter 
remaining in the Water Fund may be used for any lawful purpose of the Agency, including (but not limited 
to) the payment of any Termination Payments.

Conditions for the Execution of Parity Obligations

The Agency may at any time execute any Parity Obligations (other than the Parity 
Obligations issued pursuant to the First Supplemental Contract) payable as provided in the Master 
Contract; provided:

(a) There shall be on file with the Agency either:

(1) A Certificate of the Agency demonstrating that, during the last audited Fiscal 
Year or any twelve (12) consecutive calendar month period during the immediately preceding eighteen (18) 
consecutive calendar month period, the Adjusted Annual Net Revenues were at least equal to the Coverage 
Requirement (with the term Adjusted Annual Debt Service in the definition of Coverage Requirement 
meaning the greater of (x) the sum of the Adjusted Annual Debt Service on all Outstanding Supplemental 
Contracts that are parity Obligations plus the Parity Payments becoming due in the first full Fiscal Year 
after the end of the period during which interest on the Parity Obligation proposed to be executed is 
capitalized or, if no interest is capitalized, the first full Fiscal Year in which the Parity Obligation proposed 
to be executed is executed or (y) the average Adjusted Annual Debt Service as computed for all 
Outstanding Supplemental Contracts that are Parity Obligations, including the Parity Obligation proposed 
to be executed); and for the purpose of providing this Certificate, the Agency may adjust such Adjusted 
Annual Net Revenues to reflect:

(i) An allowance for Net Revenues that would have been derived from 
each new connection to the Water System that was made prior to the execution of any Outstanding 
Supplemental Contract but which, during all or any part of such Fiscal Year or twelve (12) 
calendar month period, was not in existence, in an amount equal to ninety-five per cent (95%) of 
the estimated additional Net Revenues that would have been derived from each such connection if 
it had been made prior to the beginning of such Fiscal Year or twelve (12) calendar month period, 
and

(ii) An allowance for Net Revenues that would have been derived from any 
increase in the rates, fees and charges fixed and prescribed for Water Service which became 
effective prior to the execution of such Outstanding Supplemental Contract but which, during all 
or any part of such Fiscal Year or twelve (12) calendar month period, was not in effect, in an 
amount equal to ninety-five per cent (95%) of the estimated additional Net Revenues that would 
have been derived from such increase in rates, fees and charges if it had been in effect prior to the 
beginning of such Fiscal Year or twelve (12) calendar month period; or

(2) An Engineer’s Report or a Certificate of the Agency evidencing that the 
estimated Adjusted Annual Net Revenues for each of the five (5) Fiscal Years next following the earlier of 
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(i) the end of the period during which interest on the Parity Obligation proposed to be executed is to be 
capitalized or, if no interest is capitalized, the Fiscal Year in which the Parity Obligation proposed to be 
executed is executed, or (ii) the date on which substantially all Projects financed with the Parity Obligation 
proposed to be executed plus all Projects financed with all existing Supplemental Contracts are expected to 
commence operations, will be at least equal to the Coverage Requirement for such period; and for the 
purpose of providing the foregoing Engineer’s Report or Certificate of the Agency, as the case may be, the 
Independent Engineer may adjust the foregoing estimated Adjusted Annual Net Revenues to reflect:

(i) An allowance for Net Revenues that are estimated to be derived from 
any increase in the rates, fees and charges for Water  Service in effect and being charged or from 
any increase in the rates, fees and charges for Water Service that are expected to be charged; and

(ii) An allowance for Net Revenues that are estimated to be derived from 
new customers of the Water System anticipated to be served by the additions, betterments or 
improvements to the Water System to be financed by the Parity Obligation proposed to be 
executed together with any additional Supplemental Contracts expected to be executed and entered 
into during such five (5) year period; and

(b) There shall be on file with the Agency a Certificate of the Agency that the 
Project to be acquired and constructed with the proceeds of such Parity Obligation is technically feasible 
and the estimated cost of the acquisition and construction thereof is reasonable, and (after giving effect to 
the completion of all uncompleted Projects) the rates, fees and charges estimated to be fixed and prescribed 
for the Water Service for each Fiscal Year from the Fiscal Year in which such Parity Obligation is executed 
to and including the first complete Fiscal Year after the latest Date of Operation of any uncompleted 
Project are economically feasible and reasonably considered necessary based on projected operations for 
such period.

Notwithstanding the foregoing provisions, there shall be no limitations on the ability of 
the Agency to execute any Parity Obligation at any time to refund any outstanding Parity Obligation.

Conditions for the Execution of Subordinate Obligations

The Agency may at any time execute any Subordinate Obligations payable as provided in 
the Master Contract; provided that no Event of Default has occurred and is then continuing; and nothing 
contained in the Master Contract shall limit the ability of the Agency to execute obligations payable from a 
lien on Net Revenues that is subordinate to the lien of Net Revenues contained in the Master Contract.

Procedure for the Execution of Supplemental Contracts

Before the execution of any Supplemental Contract (other than the First Supplemental 
Contract), there shall first be delivered to the Director of Finance the following documents or money or 
securities:

(1) An executed counterpart of the Supplemental Contract;

(2) A Request of the Agency as to the delivery of such Supplemental Contract;

(3) An Opinion of Counsel to the effect that the Supplemental Contract has been 
duly and lawfully executed and delivered by the Agency in accordance with the Law and herewith, is in full 
force and effect and is valid and binding upon the Agency and enforceable in accordance with its terms 
(except as enforcement may be limited by bankruptcy,  insolvency, reorganization, arrangement, fraudulent 
conveyance, moratorium and other laws relating to or affecting creditors’ rights, the application of 
equitable principles, the exercise of judicial discretion in appropriate cases and the limitations on legal 
remedies against the Agency in the State); 
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(4) A Certificate of the Agency containing such statements as may be reasonably 
necessary to show compliance with the requirements of the Master Contract; and

(5) Such further documents, money and securities as are required by the provisions 
of the Master Contract and the resolution, indenture, contract or other obligation providing for the issuance 
of the Obligation.

Compliance with Contracts

The Agency will punctually pay the Payments in strict conformity with the terms of the 
Master Contract, and will faithfully observe and perform all the agreements, conditions, covenants and 
terms contained in the Master Contract required to be observed and performed by it, and will not terminate 
any Contract for any cause whatsoever, including, without limiting the generality of the foregoing, any acts 
or circumstances that may constitute failure of consideration, destruction of or damage to any portion of the 
Water System, commercial frustration of purpose, any change in the tax or other laws of the United States 
of America or of the State or any political subdivision of either of them or any failure of the Authority to 
observe or perform any agreement, condition, covenant or term contained in the Master Contract required 
to be observed and performed by it, whether express or implied, or any duty, liability or obligation arising 
out of or connected herewith or the insolvency, or deemed insolvency, or bankruptcy or liquidation of the 
Authority, the Trustee or any force majeure, including Acts of God, tempest, storm, earthquake, war, 
rebellion, riot, civil disorder, acts of public enemies, blockade or embargo, strikes, industrial disputes, 
lockouts, lack of transportation facilities, fire, explosion, or acts or regulations of governmental authorities.

Use of Proceeds

The Authority and the Agency agree that the proceeds of all Supplemental Contracts will 
be used by the Agency, as agent for the Authority, to pay the costs of financing or refinancing the 
acquisition and construction of the Projects and to pay the incidental costs and expenses related thereto as 
provided in the Master Contract.

Against Encumbrances

The Agency will pay or cause to be paid when due all sums of money that may become 
due for any labor, services, materials, supplies or equipment furnished, or alleged to have been furnished, to 
or for the Agency in, upon, about or relating to the Water System and will keep the Water System free of 
any and all liens against any portion of the Water System.  In the event any such lien attaches to or is filed 
against any portion of the Water System, the Agency will cause each such lien to be fully discharged and 
released at the time the performance of any obligation secured by any such lien matures or becomes due, 
except that if the Agency desires to contest any such lien it may do so; provided, that if any such lien shall 
be reduced to final judgment and such judgment or any process as may be issued for the enforcement 
thereof is not promptly stayed, or if so stayed and such stay thereafter expires, the Agency will forthwith 
pay or cause to be paid and discharged such judgment.  The Agency will, to the maximum extent permitted 
by law, indemnify and hold the Authority harmless from, and defend it against, any claim, demand, loss, 
damage, liability or expense (including attorneys’ fees) as a result of any such lien or claim of lien against 
any portion of the Water System.

Sale or Other Disposition of the Water System

The Agency will only sell, transfer or otherwise dispose of any of the facilities of the 
Water System or any real or personal property comprising a part of the Water System consistent with one 
or more of the following limitations:

(1) The Agency in its discretion may carry out such a sale, transfer or other 
disposition (each, as used in this section, a “transfer”) if the facilities or property of the Water System 
transferred are not material to the operation of the Water System, or shall have become unserviceable, 
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inadequate, obsolete or unfit to be used in the operation of the Water System, or are no longer necessary, 
material or useful to the operation of the Water System; 

(2) The Agency in its discretion may carry out such a transfer if the aggregate 
depreciated cost value of the facilities or property of the Water System transferred in any one Fiscal Year 
comprises no more than ten per cent (10%) of the total assets of the Water System in such Fiscal Year; or

(3) The Agency in its discretion may carry out such a transfer if the Agency 
receives from the transferee an amount equal to the fair market value of the facilities or property of the 
Water System transferred (as used in this subparagraph, “fair market value” means the most probable price 
that a property should bring in a competitive and open market under all conditions requisite to a fair sale, 
with a willing buyer and a willing seller each acting prudently and knowledgeably and assuming that the 
price is not affected by coercion or undue stimulus) and if the proceeds of such transfer are used (i) to 
promptly prepay, or irrevocably set aside for the prepayment of, first the Parity Payments and, thereafter, 
the Subordinate Payments, and/or (ii) to provide for the cost of additions, betterments or improvements to 
the Water System; provided, that before any such transfer is made under this subparagraph, (A) the Agency 
shall obtain an Engineer’s Report that upon such transfer and the use of the proceeds thereof as proposed 
by the Agency, the remaining facilities or property of the Water System will retain their operational 
integrity and the estimated Adjusted Annual Net Revenues during each of the five (5) Fiscal Years next 
following the Fiscal Year in which the transfer is to occur will be at least equal to the estimated Coverage 
Requirement in each of such Fiscal Years, taking into account (w) the estimated reduction in Net Revenues 
resulting from such transfer, (x) the use of the proceeds of such transfer for the prepayment of first, the 
Parity Payments and thereafter, the Subordinate Payments, (y) the estimated additional Revenues from 
customers anticipated to be served by any additions, betterments or improvements to the Water System 
financed by the portion of the proceeds received from such transfer, and (z) any other adjustment permitted 
in the preparation of an Engineer’s Report under the Master Contract, or (B) the Agency shall obtain 
confirmation from the Rating Agencies to the effect that the ratings then in effect will not be reduced or 
withdrawn upon such transfer.

Against Competitive Facilities

The Agency will not, to the extent permitted by law, acquire, purchase, maintain or 
operate and will not, to the extent permitted by law and within the scope of its powers, permit any other 
public agency, corporation, district or political subdivision or any person whomsoever to acquire, purchase, 
maintain or operate within the Agency any water system competitive with the Water System unless the 
operation of any such water system will not have a material adverse impact on the Net Revenues pledged 
under the Master Contract.

Tax Covenants

The Agency and the Authority will at all times do and perform all acts and things 
permitted by law which are necessary or desirable in order to assure that the interest paid on the Payments 
will not be included in the gross income of the owners of the Obligations for federal income tax purposes 
under the Code and will take no action that would result in such interest being so included; and without 
limiting the foregoing, the Agency and the Authority will at all times comply with the requirements of each 
Tax Certificate executed in connection with each Project by the Agency and the Authority.  This covenant 
shall survive any prepayment of the Payments or any defeasance or discharge of the Payments under the 
Master Contract.
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Maintenance and Operation of the Water System; Budgets

The Agency will maintain and preserve the Water System in good repair and working 
order at all times and in accordance with sound engineering practices and will operate the Water System in 
an efficient and economical manner and will pay all Maintenance and Operation Costs as they become due 
and payable.  The Agency will adopt and file with the Authority and the Trustee, not later than October 1 of 
each year, a budget approved by the Board of Directors setting forth the estimated Revenues and 
Maintenance and Operation Costs for the then current Fiscal Year; provided, that any such budget may be 
amended at any time during any Fiscal Year and such amended budget shall be filed by the Agency with 
the Authority and the Trustee.

Compliance with Contracts for Use of the Water System

The Agency will comply with, keep, observe and perform all agreements, conditions, 
covenants and terms, express or implied, required to be performed by it contained in all contracts for the 
use of the Water System and all other contracts affecting or involving the Water System to the extent that 
the Agency is a party thereto.

Payment of Claims

The Agency will pay and discharge any and all lawful claims for labor, materials or 
supplies which, if unpaid, might become a lien on the Revenues or any part thereof or which might impair 
the security of the Payments.

Insurance

The Agency will procure and maintain such insurance relating to the Water System 
which it shall deem advisable or necessary to protect its interests and the interests of the Authority and the 
Trustee, which insurance shall afford protection in such amounts and against such risks as are usually 
covered in the State in connection with water systems comparable to the Water System; provided, that any 
such insurance may be maintained under a self-insurance program so long as such self-insurance is 
maintained in the amounts and manner usually maintained in connection with water systems in the State 
comparable to the Water System and is, in the opinion of an accredited actuary, actuarially sound.  All 
policies of insurance required to be maintained in the Master Contract shall provide that the Authority and 
the Trustee shall be given thirty (30) days’ written notice of any intended cancellation thereof or reduction 
of coverage provided thereby.

Accounting Records; Financial Statements and Other Reports

The Agency will keep appropriate accounting records in which complete and correct 
entries shall be made of all transactions relating to the Water System and the Revenues and the 
Maintenance and Operation Costs, which records shall be available for inspection by the Authority and the 
Trustee at reasonable hours and under reasonable conditions.

The Agency will prepare and file with the Authority and the Trustee annually within two 
hundred ten (210) days after the close of each Fiscal Year (commencing with the Fiscal Year ending June 
30, 2003) financial statements of the Agency for the preceding Fiscal Year prepared in accordance with 
Generally Accepted Accounting Principles, together with an Accountant’s Report thereon and a special 
report prepared by the Independent Certified Public Accountant who examined such financial statements 
stating that nothing came to his attention in connection with such examination that caused him to believe 
that the Agency was not in compliance with any of the financial agreements or covenants contained in the 
Master Contract.
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Protection of Security and Rights of the Authority

The Agency will preserve and protect the security of the Master Contract and the rights 
of the Authority to the Payments under the Master Contract and will warrant and defend such rights against 
all claims and demands of all persons.

Payment of Taxes and Compliance with Governmental Regulations

The Agency will pay and discharge all taxes, assessments and other governmental 
charges which may under the Master Contract be lawfully imposed upon the Water System or any part 
thereof when the same shall become due; and the Agency will duly observe and conform with all valid 
regulations and requirements of any governmental authority relative to the operation of the Water System 
or any part thereof, but the Agency shall not be required to comply with any regulations or requirements so 
long as the validity or application thereof shall be contested in good faith.

Amount of Rates, Fees and Charges

The Agency will at all times fix, prescribe and collect rates, fees and charges for the 
Water Service during each Fiscal Year which are reasonably fair and nondiscriminatory and which are 
estimated to yield Adjusted Annual Net Revenues for such Fiscal Year equal to at least the Coverage 
Requirement for such Fiscal Year.  The Agency may make adjustments from time to time in such rates, 
fees and charges and may make such classification thereof as it deems necessary, but shall not reduce the 
rates, fees and charges then in effect unless the Adjusted Annual Net Revenues from such reduced rates, 
fees and charges are estimated to be sufficient to meet the requirements of this section.

Collection of Rates, Fees and Charges

The Agency will have in effect at all times rules and regulations requiring each consumer 
or customer located on any premises connected with the Water System to pay the rates, fees and charges 
applicable to the Water Service to such premises and providing for the billing thereof and for a due date 
and a delinquency date for each bill.  The Agency will not permit any part of the Water System or any 
facility thereof to be used or taken advantage of free of charge by any corporation, firm or person, or by 
any public agency (including the United States of America, the State and any city, county, district, political 
subdivision, public corporation or agency of any thereof) if such use will jeopardize the ability of the 
Agency to satisfy the Coverage Requirement.

Damage, Destruction and Condemnation; Use of Net Proceeds

If any portion of the Water System is damaged or is destroyed by fire or other casualty, or 
title to, or the temporary use of, the Water System or any portion thereof shall be condemned by any 
governmental body or by any person or firm or corporation acting under governmental authority, then the 
Agency will cause the Net Proceeds of any insurance payment or any condemnation award to be applied to 
the prompt repair, restoration, modification, improvement or replacement of such damaged, destroyed or 
condemned portion of the Water System; provided, that if the Agency first obtains an Engineer’s Report 
stating that, notwithstanding such damage, destruction or condemnation, in the opinion of the Independent 
Engineer preparing such report the Water System can still generate sufficient Revenues to satisfy the 
Coverage Requirement, then such Net Proceeds may be applied by the Agency to the prepayment of any 
Outstanding Payments.
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Separate Utility Systems

The Agency may at any time create, acquire, construct, finance, own and operate one or 
more additional utility systems for Water Service, and the revenues of such separate utility system shall not 
be included in the Revenues and may be pledged to the payment of revenue obligations issued to purchase, 
construct, condemn or otherwise acquire or expand such separate utility system; provided, that neither the 
Revenues nor the Net Revenues shall be pledged by the Agency to the payment of any obligations of a 
separate utility system except (1) as a Contract Resource Obligation upon compliance with the Master 
Contract, or (2) with respect to the Net Revenues, on a basis subordinate to the lien of the Parity 
Obligations and the Subordinate Obligations on the Net Revenues.

Contract Resource Obligations

The Agency may at any time enter into one or more Contract Resource Obligations for 
the acquisition of water for the Water System and may determine that, and may agree under such Contract 
Resource Obligation to provide that, all payments under such Contract Resource Obligation (including 
payments prior to the time that such water service is being provided, or during a suspension or after the 
termination of such water service) shall be Maintenance and Operation Costs if the following requirements 
are met at the time such Contract Resource Obligation is entered into:

(a) No Event of Default as defined in the Master Contract shall have occurred and 
shall be then continuing;

(b) There shall be on file with the Agency an Engineer’s Report stating that (i) the 
payments to be made by the Agency under the Contract Resource Obligation are reasonable for the water 
service to be provided thereunder; (ii) the source of any new capacity for such water service, and any 
facilities to be constructed to provide such capacity, are sound from a water planning standpoint, are 
technically and economically feasible in accordance with prudent utility practice, and are likely to provide 
water service no later than a date set forth in such Engineer’s Report; and (iii) the Adjusted Annual Net 
Revenues (further adjusted by the Independent Engineer’s estimate of the payments to be made in 
accordance with the Contract Resource Obligation) for the five (5) Fiscal Years following the year in which 
the Contract Resource Obligation is incurred, as such Adjusted Annual Net Revenues are estimated by the 
Independent Engineer in accordance with the provisions of and adjustments permitted in the Master 
Contract, will cause the Coverage Requirement to be met; and 

(c) The Payments required to be made under such Contract Resource Obligation 
shall not be subject to acceleration.

Nothing in this section shall be deemed to prevent the Agency from entering into other 
agreements for the acquisition of water service from existing facilities and from treating those payments as 
Maintenance and Operation Costs; and nothing in this section shall be deemed to prevent the Agency from 
entering into other agreements for the acquisition of water or other service from facilities to be constructed 
and from agreeing to make payments with respect thereto as long as such payments constitute a lien and 
charge on Net Revenues subordinate to that of the Contracts.

Additional Covenants

The Agency may provide additional covenants pursuant to any Supplemental Contract, 
including covenants relating to any credit support and/or liquidity support obtained for Obligations; 
provided, that such additional covenants do not materially and adversely affect the right of owners of 
outstanding Obligations issued prior to any such Supplemental Contract.
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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 Master Contract and for the better assuring and confirming unto the 
Authority of the rights and benefits provided to it in the Master Contract; provided, that the Agency agrees 
that it will not decrease the size of either Zone 40 or Zone 41 so long as any Payments shall be 
Outstanding.

Events of Default

If one or more of the following Events of Default shall happen, that is to say –

(1) if default shall be made in the due and punctual payment of any Payment under 
any Supplemental Contract when and as the same shall become due and payable;

(2) if default shall be made by the Agency in the performance of any of the 
agreements or covenants contained in the Master Contract or in any Supplemental Contract required to be 
performed by it, and such default shall have continued for a period of sixty (60) days after the Agency shall 
have been given notice in writing of such default by the Authority or the Trustee; or

(3) if the Agency shall file a petition or answer seeking arrangement or 
reorganization under the federal bankruptcy laws or any other applicable law of the United States of 
America or any state therein, or if a court of competent jurisdiction shall approve a petition filed with or 
without the consent of the Agency seeking arrangement or reorganization under the federal bankruptcy 
laws or any other applicable law of the United States of America or any state therein, or if under the 
provisions of any other law for the relief or aid of debtors any court of competent jurisdiction shall assume 
custody or control of the Agency or of the whole or any substantial part of its property;

then and in each and every such case during the continuance of such Event of Default specified in clause 
(1) above, the Authority shall, and for any other such Event of Default the Authority may, by notice in 
writing to the Agency given not later than three (3) Business Days after it receives notice of such Event of 
Default or direction to proceed under such Event of Default, declare an Event of Default under the Master 
Contract; provided, that if at any time after such Event of Default has been declared and before any 
judgment or decree for the payment of the money due shall have been obtained or entered the Agency shall 
deposit with the Authority a sum sufficient to pay the unpaid principal amount of the Payments due and 
payable prior to such declaration and the accrued interest thereon, with interest on such overdue
installments at the rate or rates applicable to such unpaid principal installments of the Payments if paid in 
accordance with their terms, and the reasonable expenses of the Authority, and any and all other defaults 
known to the Authority shall have been made good or cured to the satisfaction of the Authority or provision 
deemed by the Authority to be adequate shall have been made therefor, then and in every such case the 
Authority, by written notice to the Agency, may rescind and annul such declaration of an Event of Default 
and its consequences; but no such rescission and annulment shall extend to or shall affect any subsequent 
default or shall impair or exhaust any right or power consequent thereon; and provided further, that the 
payment of principal and interest installments on the Payments shall not be accelerated upon the declaration 
of an Event of Default under the Master Contract.
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Application of Net Revenues upon Event of Default

All Net Revenues upon the date of the declaration of an Event of Default by the 
Authority as provided in the Master Contract and all Net Revenues thereafter received shall be applied in 
the following order –

First, to the payment of the costs and expenses of the Authority, if any, in carrying out the 
provisions of this article, including reasonable compensation to its agents, accountants and counsel and 
including any indemnification expenses;

Second, to the payment of the interest then due and payable on the principal amount of 
the unpaid Parity Payments (except any Termination Payments), and, if the amount available shall not be 
sufficient to pay in full all such interest then due and payable, then to the payment thereof ratably, 
according to the amounts due thereon without any discrimination or preference;

Third, to the payment of the unpaid principal amount of the Parity Payments (except any 
Termination Payments) then due and payable, with interest on the overdue principal and interest 
installments of the unpaid Parity Payments at the rate or rates of interest then applicable to such Parity 
Payments if paid in accordance with their terms, and, if the amount available shall not be sufficient to pay 
in full all the amounts due with respect to the Parity Payments on any date, together with such interest, then 
to the payment thereof ratably, according to the principal amounts of the Parity Payments  due on such 
date, without any discrimination or preference; 

Fourth, to the payment of any other amounts becoming due and payable with respect to 
Parity Obligations (including any letter of credit and remarketing fees, but excluding any Termination 
Payments);

Fifth, to the payment of the Subordinate Payments (except any Termination Payments) 
then due and payable and any other amounts becoming due and payable with respect to Subordinate 
Obligations (including any letter of credit and remarketing fees) and any Termination Payments on all 
Parity Payment Agreements; and

Sixth, to the payment of all other amounts due and payable by the Agency, including, but 
not limited to the payment of any Termination Payments on all Subordinate Payment Agreements.

Other Remedies

The Authority shall have the right –

(a) by mandamus or other action or proceeding or suit at law or in equity to enforce 
its rights against the Agency or any director, officer or employee thereof, and to compel the Agency or any 
such director, officer or employee to perform and carry out its or his duties under the Law and the 
agreements and covenants required to be performed by it or him contained in the Master Contract;

(b) by suit in equity to enjoin any acts or things which are unlawful or violate the 
rights of the Authority; or

(c) by suit in equity upon the happening of an Event of Default to require the 
Agency and its directors, officers and employees to account as the trustee of an express trust.
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Non Waiver

Nothing in this article or in any other provision of the Master Contract shall affect or 
impair the obligation of the Agency, which is absolute and unconditional, to pay from Net Revenues, first 
the Parity Payments and second, the Subordinate Payments at the respective due dates or upon prepayment, 
or shall affect or impair the right of the Authority, which is also absolute and unconditional, to institute suit 
to enforce such payment by virtue of the contract embodied in the Master Contract.

A waiver of any default or breach of duty or contract by the Authority shall not affect any 
subsequent default or breach of duty or contract or impair any rights or remedies on any such subsequent 
default or breach of duty or contract.  No delay or omission by the Authority 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 or remedy conferred upon the Authority by the Law or any other applicable law or 
by this article may be enforced and exercised from time to time and as often as shall be deemed expedient 
by the Authority.

If any action, proceeding or suit to enforce any right or exercise any remedy is abandoned 
or determined adversely to the Authority, the Agency and the Authority 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 in the Master Contract conferred upon or reserved to the Authority is intended 
to be exclusive of any other remedy, and each such remedy shall be cumulative and shall be in addition to 
every other remedy given under the Master Contract or now or thereunder existing in 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 Law or any other law.

Discharge of Obligations

(a) If the Agency shall pay or cause to be paid all the Payments at the times and in 
the manner provided in the Master Contract, all right, title and interest of the Authority therein and the 
obligations of the Agency thereunder and under all Supplemental Contracts shall cease, terminate, become 
void and be completely discharged and satisfied.

(b) All or any portion of the Payments shall, prior to their scheduled payment dates 
or dates of prepayment, be deemed to have been paid within the meaning of and with the effect expressed 
in subsection (a) above if the Agency makes payment of such Payment and the prepayment premium, if 
applicable, in the manner provided in the applicable Issuing Document, or if not so provided therein, in the 
manner provided in Master Contract.

(c) All or any portion of the Payments shall, prior to their scheduled payment dates 
or dates of prepayment, be deemed to have been paid within the meaning of and with the effect expressed 
in subsection (a) above (except that the Agency shall remain liable for such Payments, but only out of such 
money or securities deposited with the Authority for such payment) if (i) notice is provided by the Agency 
to the Authority and the Trustee, (ii) there shall have been deposited with the Authority either money in an 
amount which shall be sufficient or Defeasance Securities which are not subject to redemption prior to 
maturity except by the holder thereof (including any such Defeasance Securities issued or held in book-
entry form) the interest on and the principal of which when paid will provide money which, together with 
the money, if any, deposited with the Authority at the same time, shall be sufficient, as stated in a report of 
a nationally recognized Independent Certified Public Accountant (or such other entity as may be approved 
by each Rating Agency) addressed to the Agency and the Authority and the Trustee verifying such 
sufficiency in full to pay all such Payments or such portions thereof on and prior to their payment dates or 
their dates of prepayment, as the case may be, and the prepayment premiums, if any, applicable thereto, and 
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an Opinion of Counsel addressed to the Agency and the Authority and the Trustee is filed to the effect that 
the action taken under this subsection will not cause the interest paid under the Obligations to be includable 
in gross income under the Code for federal income tax purposes, and (iii) all fees and expenses with respect 
to the Obligations shall have been paid.

(d) After the payment of all Payments and prepayment premiums, if any, as 
provided in this section, and the payment in full of all fees and expenses of the Authority, the Authority, 
upon receipt of a Request of the Agency, shall cause an accounting for such period or periods as may be 
requested by the Agency to be prepared and filed with the Agency and the Authority and shall execute and 
deliver to the Agency all such instruments as may be necessary or desirable to evidence such total 
discharge and satisfaction of the Master Contract, and the Authority shall pay over and deliver to the 
Agency, as an overpayment of Payments, all such money or investments held by it pursuant thereto other 
than such money and such investments as are required for the payment or prepayment of the Payments, 
which money and investments shall continue to be held in trust for the payment of the Payments.

Liability of Agency Limited to Net Revenues

Notwithstanding anything contained in the Master Contract, the Agency shall not be 
required to advance any money derived from any source of income other than the Net Revenues for the 
payment of first, the Parity Payments and second, the Subordinate Payments, or for the performance of any 
agreements or covenants required to be performed by it contained therein; provided, that the Agency may 
advance money for any such purpose so long as such moneys are derived from a source legally available 
for such purpose and may be legally used by the Agency for such purpose.

The obligation of the Agency to make the Parity Payments and the Subordinate Payments 
is a special obligation of the Agency payable solely from the Net Revenues as provided in the Master 
Contract, and such obligations do not constitute a debt of the Agency or of the State or of any political 
subdivision thereof within the meaning of any constitutional or statutory debt limitation or restriction.

Amendments to Master Contract

The Agency and the Authority shall not supplement, amend, modify or terminate any of 
the terms of the Master Contract, or consent to any such supplement, amendment, modification or 
termination hereof, without the prior written consent of the Trustee, which such consent shall be given only 
if (a) such supplement, amendment, modification or termination will not materially adversely affect the 
interests of the holders of Obligations or result in any material impairment of the security given by the 
Master Contract for the payment of the Obligations, or (b) the Trustee first obtains the written consent of a 
majority in aggregate principal amount of the Parity Obligations then Outstanding to such supplement, 
amendment, modification or termination, and, if the supplement, amendment, modification or termination 
affects certain provisions of the Master Contract, the Trustee shall also first obtain the written consent of a 
majority in aggregate principal amount of Subordinate Obligations then Outstanding; provided, that any 
supplement that complies with the provisions of the Master Contract relating to the execution of Parity 
Obligations or Subordinate Obligations shall not be deemed to materially adversely affect the interests of 
the holders of Obligations or result in any material impairment of the security given by the Master Contract 
for the payment of the Obligations; and provided further, that no such supplement, amendment, 
modification or termination shall reduce the amount of Payments to be made to the Authority or the Trustee 
by the Agency pursuant to the Master Contract, or extend the time for making such Payments, or permit the 
creation of any lien prior to or on a parity with the lien created by the Master Contract on the Payments 
without the written consent of all of the Holders of all Obligations then Outstanding.
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Assignment

The Master Contract and/or any Supplemental Contracts and any rights thereunder may 
be assigned by the Authority to the Trustee without the necessity of obtaining the prior consent of the 
Agency; provided, that the assignment of the Master Contract and/or any Supplemental Contracts or rights 
thereunder to the Trustee is solely in its capacity as Trustee and the duties, powers and liabilities of the 
Trustee in acting thereunder shall be subject to the provisions of the Issuing Document.

SECOND SUPPLEMENTAL CONTRACT

Under the Second Supplemental Contract, the Authority agrees to finance the costs of the 
acquisition and construction of the 2007 Water System Project for and to sell the 2007 Water System 
Project to the Agency and appoints the Agency as its agent for the purpose of such acquisition and 
construction.  The Agency has also agreed under the terms of the Master Contract and the First 
Supplemental Contract to acquire the 2003 Water System Project from the Authority, and the Authority has 
agreed under the terms of the Master Contract and the First Supplemental Contract to sell the 2003 Water 
System Project to the Agency, which agreements remain in full force and effect, and the Authority agrees, 
under the Second Supplemental Contract, to cause to be delivered to the Escrow Agent so much of the 
proceeds of the sale of Series 2007 Bonds as may be necessary for refunding the Refunded 2003 Payments 
and thereby refunding the Refunded Series 2003 Bonds in accordance with the Escrow Agreement.  Certain 
provisions of the Second Supplemental Contract are summarized below.  THIS SUMMARY DOES NOT 
PURPORT TO BE COMPLETE OR DEFINITIVE AND IS QUALIFIED IN ITS ENTIRETY BY 
REFERENCE TO THE FULL TERMS OF THE SECOND SUPPLEMENTAL CONTRACT.

Payment of 2007 Payments

The Agency shall, subject to any rights of prepayment provided in the Second 
Supplemental Contract, pay to the Authority the principal installments of the 2007 Payments annually in 
accordance with the Second Supplemental Contract, together with the interest installments of the 2007 
Payments (which interest installments shall be paid as set forth in the Second Supplemental Contract and 
shall constitute interest paid on the principal amount of the Agency’s obligation to pay the 2007 Payments 
to the Authority under the Second Supplemental Contract).

The obligations of the Agency under the Second Supplemental Contract constitute a 
“Parity Obligation” under the Master Contract, and the obligation of the Agency to make the 2007 
Payments to the Authority under the Second Supplemental Contract is, subject to the Master Contract, 
absolute and unconditional, and until such time as the 2007 Payments shall have been paid in full (or 
provision for the payment thereof shall have been made under the Master Contract), the Agency will not 
discontinue or suspend any 2007 Payment required to be paid by it under the Second Supplemental 
Contract when due, whether or not the Water System or any part thereof is operating or operable, or its use 
is suspended, interfered with, reduced, curtailed or terminated in whole or in part, and the 2007 Payments 
shall not be subject to abatement because of any damage to, destruction or condemnation of the Water 
System, and the 2007 Payments shall not be subject to reduction (whether by offset or otherwise) and shall 
not be conditional upon the performance or non-performance by any party to any agreement for any cause 
whatsoever.

Prepayment of 2007 Payments

The Agency may prepay from any source of available funds all or any part of the 
principal amount of the unpaid 2007 Payments on the same terms and conditions contained in the Second 
Supplemental Indenture for the redemption or defeasance of a corresponding principal amount of Series 
2007 Bonds.
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Before making any prepayment pursuant to the Second Supplemental Contract, the 
Agency shall give written notice to the Authority specifying the date on which the prepayment will be paid, 
which date shall be not less than forty-five (45) days following the date such notice is given.

Establishment of the 2007 Project Account

There is established in the Acquisition and Construction Fund the 2007 Project Account, 
into which account the Director of Finance shall deposit from the proceeds of the Series 2007 Bonds the 
amount specified in the Second Supplemental Contract, and all money in the 2007 Project Account shall be 
invested by the Director of Finance in Permitted Investments, and shall be accounted for in accordance with 
the Master Contract, and shall be used and expended to finance the acquisition and construction of the 2007 
Water System Project (including the portion of the 2007 Water System Project consisting of the purchase 
of the Agency’s Dedicated Capacity in the FRWA Facilities) including payment of interest on the Series 
2007 Bonds during the period of the acquisition of the 2007 Water System Project.

Compliance with Master Contract, First Supplemental Contract and Escrow Agreement

The Agency shall pay the 2007 Payments and observe and perform all of the agreements, 
conditions, covenants and terms contained in the Master Contract and the First Supplemental Contract 
(except as amended and supplemented by the Second Supplemental Contract) in accordance with the 
provisions of the Master Contract, the First Supplemental Contract and the Escrow Agreement.

INDENTURE

The Master Indenture sets forth the terms of the Bonds, the nature and extent of the 
security therefor, various rights of the Holders, rights and duties and immunities of the Trustee and rights 
and obligations of the Authority.  Certain provisions of the Master Indenture are summarized below.  THIS 
SUMMARY DOES NOT PURPORT TO BE COMPLETE OR DEFINITIVE AND IS QUALIFIED IN 
ITS ENTIRETY BY REFERENCE TO THE FULL TERMS OF THE MASTER INDENTURE.

Equal Security

In consideration of the acceptance of the Bonds by the Holders thereof, the Master 
Indenture shall be deemed to be and shall constitute a contract by and among the Authority, the Trustee and 
the Holders from time to time of all Bonds authorized, executed, authenticated and delivered under the 
Master Indenture and then Outstanding to secure the full and final payment of the interest on and the 
principal of and the redemption premiums, if any, on all Bonds which may from time to time be authorized, 
executed, authenticated and delivered thereunder, subject to the agreements, conditions, covenants and 
terms contained in the Master Indenture; and all agreements and covenants set forth in the Master Indenture 
to be performed by or on behalf of the Authority shall be for the equal and proportionate benefit,  
protection and security of all Holders of the Bonds without distinction, preference or priority as to security 
or otherwise of any Bonds over any other Bonds by reason of the number or date thereof or the time of 
authorization, sale, execution, authentication or delivery thereof or for any cause whatsoever, except as 
expressly provided therein or in the Master Indenture.

Assignment and Pledge of Revenues

The Authority assigns and pledges to the Trustee for the benefit of the Holders of the 
Bonds all of the Authority’s right, title and interest in its rights to receive the Revenues as security for the 
payment of the Bonds; provided, that the assignment of the rights to receive the Revenues to the Trustee is 
solely in its capacity as Trustee under the Master Indenture, and the duties, powers and liabilities of the 
Trustee in acting thereunder shall be subject to the provisions of the Master Indenture, and the Trustee shall 
have no responsibility for the representations, covenants or warranties of the Authority contained in the 
Master Indenture and in the Contract.  All Revenues received by the Trustee are irrevocably pledged to the 
payment of the interest on and the principal of and the redemption premiums, if any, on the Bonds as 
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provided in the Master Indenture, and the Revenues shall not be used for any other purpose while any of 
the Bonds remain Outstanding; provided, that out of the Revenues there may be applied such sums for such 
purposes as are permitted thereunder.  This pledge shall constitute a first pledge of and charge and lien 
upon the Revenues and the money on deposit in the accounts established under the Master Indenture for the 
payment of the interest on and the principal of and the redemption premiums, if any, on the Bonds in 
accordance with the terms of the Master Indenture and thereof, which grant and pledge shall become 
effective upon the execution thereof without any further act on the part of the Authority or the Trustee.

Receipt and Deposit of Revenues in the Revenue Fund

In order to carry out and effectuate the pledge, charge and lien contained in the Master 
Indenture, the Authority agrees and covenants that all Revenues when and as received by it will be 
forthwith transferred by it to the Trustee for deposit in the “Sacramento County Water Financing Authority 
Revenue Bonds (Sacramento County Water Agency Zones 40 and 41 Water System Projects) Revenue 
Fund,” which fund is established under the Master Indenture and shall be maintained by the Trustee so long 
as any Bonds are Outstanding under the Master Indenture.  All money in the Revenue Fund shall be 
accounted for through and held in trust in the Revenue Fund by the Trustee, and the Authority shall have no 
beneficial right or interest in any money in the Revenue Fund except only as provided in the Master 
Indenture.  All Revenues, whether received by the Authority or deposited with the Trustee as therein 
provided, shall nevertheless be allocated, applied and disbursed solely to the purposes and uses thereinafter 
in this article set forth, and shall be accounted for separately and apart from all other accounts, funds, 
money or other resources of the Authority.

Establishment and Maintenance of Accounts for Use of Money in the Revenue Fund

All money in the Revenue Fund shall be set aside by the Trustee in the following 
respective special accounts within the Revenue Fund (each of which is created and each of which the 
Trustee covenants and agrees to cause to be maintained so long as any Bonds are Outstanding under the 
Master Indenture) in the following order of priority:

(a) Interest Account,

(b) Redemption Account (including the Principal Subaccount and the Sinking Fund 
Subaccount therein), and

(c) Reserve Account.

All money in each of such accounts shall be held in trust by the Trustee and shall be 
applied, used and withdrawn only for the purposes thereinafter authorized in this section.

(a) Interest Account.  On the last Business Day of each month next preceding each 
Interest Payment Date, the Trustee shall set aside from the Revenue Fund and deposit in the Interest 
Account an amount of money equal to the aggregate amount of interest becoming due and payable on all 
Outstanding Bonds on such Interest Payment Date; provided, that no such deposit need be made in the 
Interest Account if the amount contained therein is at least equal to the aggregate amount of interest 
becoming due and payable on all Outstanding Bonds on such Interest Payment Date.

All money in the Interest Account shall be used and withdrawn by the Trustee solely for 
the purpose of paying the interest on the Bonds as it shall become due and payable (including accrued 
interest on any Bonds purchased for cancellation or redeemed prior to maturity).

(b) Redemption Account.  On the last Business Day of each month next preceding 
each Principal Payment Date, the Trustee shall set aside from the Revenue Fund and deposit in the 
Principal Subaccount in the Redemption Account (which subaccount is created and which the Trustee 
covenants and agrees to cause to be maintained so long as any Serial Bonds shall be Outstanding) an 
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amount of money equal to the aggregate principal amount of all Outstanding Serial Bonds maturing on 
such Principal Payment Date, and on the last Business Day of each month next preceding each Sinking 
Fund Payment Date, the Trustee shall set aside from the Revenue Fund and deposit in the Sinking Fund 
Subaccount in the Redemption Account (which subaccount is created and which the Trustee covenants and 
agrees to cause to be maintained so long as any Term Bonds shall be Outstanding) an amount of money 
equal to the aggregate Sinking Fund Account Payments required to be deposited therein on such Sinking 
Fund Payment Date for all Outstanding Term Bonds; provided, that the aforesaid payments into the 
Redemption Account shall be made without priority of any one payment over any other payment, and in the 
event that the money in the Revenue Fund on any Principal Payment Date or Sinking Fund Payment Date is 
not equal to the aggregate principal amount of all Outstanding Serial Bonds maturing on such Principal 
Payment Date plus the aggregate Sinking Fund Account Payments required to be deposited in the Sinking 
Fund Subaccount on such Sinking Fund Payment Date, then such money shall be applied pro rata in the 
proportion that such principal and Sinking Fund Account Payments bear to each other; and provided 
further, that no such deposit need be made in the Redemption Account if the amount contained in the 
Principal Subaccount therein is at least equal to the aggregate principal amount of all Outstanding Serial 
Bonds maturing on such Principal Payment Date and the amount contained in the Sinking Fund Subaccount 
therein is at least equal to the aggregate Sinking Fund Account Payments required to be deposited therein 
on such Sinking Fund Payment Date for all Outstanding Term Bonds.

All money in the Principal Subaccount in the Redemption Account shall be used and 
withdrawn by the Trustee solely for the purpose of paying the principal of the Serial Bonds as they shall 
become due and payable, whether at maturity or on prior redemption upon the notice and in the manner 
provided in the Master Indenture, and all money in the Sinking Fund Subaccount in the Redemption 
Account shall be used and withdrawn by the Trustee solely for the purpose of redeeming the Term Bonds, 
and with respect to the Sinking Fund Subaccount, on each Sinking Fund Payment Date the Trustee shall 
apply the Sinking Fund Account Payment required to be made on such date to the redemption of the Term 
Bonds upon the notice and in the manner provided in Master Indenture or for the payment at maturity of the 
Term Bonds; provided, that at any time prior to selection of Term Bonds for such redemption the Trustee 
shall, upon receipt of a Written Request of the Authority, apply any money in the Sinking Fund Subaccount 
to the purchase for cancellation of Term Bonds at public or private sale as and when and at such prices 
(including brokerage and other charges, but excluding accrued interest, which is payable from the Interest 
Account) as directed in such Written Request of the Authority, except that the purchase price (excluding 
accrued interest) shall not exceed the redemption price that would be payable for the Term Bonds upon 
redemption by application of such Sinking Fund Account Payment, and if during the twelve-month period 
immediately preceding any Sinking Fund Payment Date the Trustee has purchased for cancellation any 
Term Bonds with money in the Sinking Fund Subaccount, the principal amount of such Term Bonds so 
purchased for cancellation shall be applied to the extent of the full principal amount thereof to reduce the 
Sinking Fund Account Payment due on such Sinking Fund Payment Date.

(c) Reserve Account.  On or before the last Business Day of each month next 
preceding each Interest Payment Date, the Trustee shall set aside from the remaining money in the Revenue 
Fund and deposit in the Reserve Account an amount of money equal to the amount, if any, necessary to 
restore the amount on deposit in the Reserve Account to the Reserve Requirement; provided, that no 
deposit need be made in the Reserve Account if the amount contained therein is at least equal to the 
Reserve Requirement; and provided further, that if at any time the amount on deposit in the Reserve 
Account is in excess of the Reserve Requirement, such excess shall be withdrawn from the Reserve 
Account and deposited in the Revenue Fund.

All money in the Reserve Account shall be used and withdrawn by the Trustee solely for 
the purpose of paying the interest on and the principal of the Bonds as such interest and principal shall 
become due and payable in the event the money in the Interest Account and the Redemption Account is at 
any time insufficient for such purpose, or for the retirement of all Bonds then Outstanding.



D-33

Notwithstanding anything in the Master Indenture to the contrary, at the option of the 
Authority, amounts required to be held in the Reserve Account may be withdrawn, in whole or in part, 
upon the deposit of a Credit Facility with the Trustee, in a stated amount equal to the amounts so 
withdrawn; provided, that at the time of such deposit the unsecured obligations of the provider of the Credit 
Facility are rated not lower than Aa/AA by Moody’s and S&P and that prior to the deposit of such Credit 
Facility, each of the Rating Agencies shall be notified of such proposed withdrawal and the deposit of such 
Credit Facility shall not result in a withdrawal or downgrading of any rating on the Bonds then in effect by 
each of the Rating Agencies.  Any such money withdrawn from the Reserve Account shall be transferred, 
at the option of the Authority, to any Project Account, to the Redemption Account, to a special account to 
be established for the payment of any fees in connection with obtaining such Credit Facility or to the 
Sacramento County Water Agency Zones 40 and 41 Water System Projects Water Fund (established under 
the Contract).

Punctual Payment and Performance

The Authority will punctually pay the interest on and the principal of and the redemption 
premium, if any, due on each Bond issued under the Master Indenture from the Revenues in strict 
conformity with the terms of the Master Indenture and of the Bonds, and will faithfully observe and 
perform all the agreements, conditions, covenants and terms required to be observed or performed by it 
contained in the Master Indenture and in the Bonds.

Against Encumbrances

The Authority will not make any pledge of or place any charge or lien upon the Revenues 
except as provided in the Master Indenture, and will not issue any bonds, notes or obligations payable from 
the Revenues or secured by a pledge of or charge or lien upon the Revenues except the Bonds.

Tax Covenants; Rebate Fund

The Authority shall not use or permit the use of any proceeds of the Bonds or any funds 
of the Authority, directly or indirectly, to acquire any securities or obligations and shall not take or permit 
to be taken any other action or actions which would cause any Bonds to be “arbitrage bonds” within the 
meaning of Section 148 of the Code, “private activity bonds” within the meaning of Section 141(a) of the 
Code or “federally guaranteed” within the meaning of Section 149(b) of the Code and any applicable 
requirements promulgated from time to time thereunder and under Section 103(c) of the Code; and the 
Authority shall not use or permit the use of any proceeds of the Bonds or any funds of the Authority, 
directly or indirectly, in any manner and shall not take or omit to take any action that would cause any of 
the Bonds to be treated as an obligation not described in Section 103(a) of the Code; and the Authority shall 
comply with all requirements of Sections 148 and 149(b) of the Code to the extent applicable to the Bonds; 
provided, that notwithstanding any provisions of this section, if the Authority shall provide to the Director 
of Finance an Opinion of Counsel that any specified action required under this section is no longer 
required, or that some further or different action is required, to maintain the exclusion from federal income 
tax of interest with respect to the Bonds, the Director of Finance and the Authority may conclusively rely 
on such opinion in complying with the requirements of this section, and the covenants under the Master 
Indenture shall be deemed to be modified to that extent; and provided further, that in the event that at any 
time the Authority is of the opinion that for purposes of this section it is necessary to restrict or limit the 
yield on the investment of an money held by the Director of Finance thereunder, the Authority shall so 
instruct the Director of Finance in writing and the Director of Finance shall take such action as may be 
necessary in accordance with such instructions. 

Without limiting the generality of the foregoing, the Authority 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 Bonds; and to that end, the Authority agrees and covenants to establish and maintain with 
the Director of Finance a fund separate from any other fund or account established and maintained under 
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the Master Indenture designated the “Sacramento County Water Financing Authority Revenue Bonds 
(Sacramento County Water Agency Zones 40 and 41 Water System Projects) Rebate Fund,” and there shall 
be deposited in the Rebate Fund such amounts as are required to be deposited therein pursuant to the Tax 
Certificates.  The Authority covenants to comply with all provisions and procedures of the Tax Certificates 
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 Master Indenture and in the Tax 
Certificates, and no other person shall have claim to such money except as provided in the Tax Certificates; 
provided, that notwithstanding anything to the contrary contained therein or in the Tax Certificates, the 
Director of Finance (i) shall be deemed conclusively to have complied with the provisions thereof if it 
follows all Written Requests of the Authority, (ii) shall have no liability or responsibility to enforce 
compliance by the Authority with the terms of the Tax Certificates, (iii) may rely conclusively on the 
Authority’s calculations and determinations and certifications relating to rebate matters, and (iv) shall have 
no responsibility to independently make any calculations or determinations or to review or examine the 
Authority’s calculations or determinations or other information required by the Tax Certificates to be made 
or kept by the Authority.

Accounting Records and Reports

The Authority will keep or cause to be kept proper books of record and accounts in which 
complete and correct entries shall be made of all transactions relating to the receipts, disbursements, 
allocation and application of the Revenues, and such books shall be available for inspection by any Holder 
and by the Trustee at reasonable hours and under reasonable conditions.  Not more than two hundred ten 
(210) days after the close of each Fiscal Year, the Authority will furnish or cause to be furnished to the 
Trustee audited financial statements for such Fiscal Year prepared by an Independent Certified Public 
Accountant.

Prosecution and Defense of Suits

The Authority will defend against every suit, action or proceeding at any time brought 
against the Trustee upon any claim to the extent arising out of the receipt, application or disbursement of 
any of the Revenues or to the extent involving the failure of the Authority to fulfill its obligations under the 
Master Indenture; provided, that the Trustee or any Holder at its election may appear in and defend any 
such suit, action or proceeding.  The Authority will indemnify and hold harmless the Trustee against any 
and all liability claimed or asserted by any person to the extent arising out of any such failure by the 
Authority, and will indemnify and hold harmless the Trustee against any attorney's fees or other expenses 
which it may incur in connection with any litigation to which it may become a party by reason of its actions 
under the Master Indenture, except for any loss, cost, damage or expense resulting from the active or 
passive negligence, willful misconduct or breach of duty by the Trustee.

Further Assurances

Whenever and so often as reasonably requested to do so by the Trustee or any Holder, the 
Authority will promptly execute and deliver or cause to be executed and delivered all such other and further 
assurances, documents or instruments, and promptly do or cause to be done all such other and further things 
as may be necessary or reasonably required in order to further and more fully vest in the Holders all rights, 
interests, powers, benefits, privileges and advantages conferred or intended to be conferred upon them.

The Trustee

Union Bank of California, N.A. is appointed as the original Trustee for the Bonds for the 
purpose of receiving all money which the Authority is required to deposit with the Trustee under the Master 
Indenture and for the purpose of allocating, applying and using such money as provided in the Master 
Indenture and for the purpose of paying the interest on and the principal of and the redemption premiums, if 
any, on all Bonds presented for payment at its Corporate Trust Office, and for the purpose of canceling all 
paid or redeemed Bonds and returning such cancelled Bonds to the Authority, with the rights and 
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obligations provided in the Master Indenture, and the Trustee accepts such appointment and agrees that it 
will at all times maintain a Corporate Trust Office in Los Angeles or in San Francisco, California.

The Authority may at any time, unless there exists any Event of Default, remove the 
original Trustee appointed under the Master Indenture and any successor Trustee thereto and may appoint a 
successor Trustee thereto by an instrument in writing; provided, that any such successor Trustee shall be a 
national or state bank or trust company doing business and having a Corporate Trust Office in San 
Francisco, California, and having a reported capital (exclusive of borrowed capital) and surplus of at least 
one hundred million dollars ($100,000,000) and being subject to supervision or examination by federal or 
state authority; and provided further, that if such bank or trust company publishes a report of condition at 
least annually, pursuant to law or to the requirements of any supervising or examining authority above 
referred to, then for the purpose of this section the combined capital and surplus of such bank or trust 
company shall be deemed to be its combined capital and surplus as set forth in its most recent report of 
condition so published.  Any Trustee may at any time resign by giving written notice of such resignation to 
the Authority and by mailing to the Holders notice of such resignation, and upon receiving such notice of 
resignation, the Authority shall promptly appoint a successor Trustee by an instrument in writing; provided, 
that notwithstanding any other provision of the Master Indenture, no removal or resignation of any Trustee 
and appointment of a successor Trustee shall become effective until a successor Trustee shall be appointed 
and such successor Trustee shall have accepted such appointment.  If, within thirty (30) days after notice of 
the removal or resignation of the Trustee, no successor Trustee shall have been appointed by the Authority 
and shall have accepted such appointment, the removed or resigning Trustee may petition any court of 
competent jurisdiction for the appointment of a successor Trustee, which court may thereupon, after such 
notice, if any, as it may deem proper and prescribe and as may be required by law, appoint a successor 
Trustee having the qualifications required.

The Trustee is authorized to pay or redeem the Bonds when duly presented for payment 
at maturity or on redemption prior to maturity.  The Trustee shall cancel all Bonds upon payment thereof or 
upon the surrender thereof by the Authority to the Trustee and shall destroy all such cancelled Bonds, and 
upon such destruction shall deliver a certificate of destruction to the Authority.  The Trustee shall keep 
accurate records of all Bonds paid and discharged and cancelled by it.

The Trustee shall, prior to an Event of Default, and after the curing or waiver of all 
Events of Default that may have occurred, perform such duties and obligations and only such duties and 
obligations as are specifically set forth in the Master Indenture, and no implied duties or obligations of the 
Trustee shall be read therein.  The Trustee shall, during the existence of any Event of Default (that has not 
been cured or waived), exercise such of the rights and powers vested in it, and use the same degree of care 
and skill in their exercise, as a prudent man would exercise or use under the circumstances in the conduct 
of his own affairs.

Liability of Trustee

The recitals of facts, agreements and covenants in the Master Indenture and in the Bonds 
shall be taken as recitals of facts, agreements and covenants of the Authority, and the Trustee does not 
assume any responsibility for the correctness of the same and does not make any representation as to the 
sufficiency or validity of the Master Indenture or of the Bonds, and shall not incur any responsibility in 
respect thereof other than in connection with the duties and obligations assigned to or imposed upon it 
therein, in the Bonds or in law or equity, and the Trustee shall have no responsibility, opinion or liability 
with respect to any information, statement or recital in any offering memorandum or other disclosure 
material prepared or distributed with respect to the issuance of the Bonds.  The Trustee shall not be liable in 
connection with the performance of its duties and obligations under the Master Indenture except for its own 
negligence, willful misconduct or breach of duty, and shall not be liable for any error of judgment made in 
good faith by a responsible officer unless it shall be proved that the Trustee was negligent in ascertaining 
the pertinent facts.
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The Trustee shall not be bound to recognize any person as the Holder of a Bond unless 
and until such Bond is submitted for inspection, if required, and such Holder's title thereto satisfactorily 
established, if disputed.

The Trustee shall not be liable with respect to any action taken or omitted to be taken by 
it in good faith in accordance with the direction of the Holders of not less than a majority in aggregate 
principal amount of the Bonds at the time Outstanding relating to the time, method and place of conducting 
any proceeding for any remedy available to the Trustee, or exercising any trust or power conferred upon the 
Trustee under the Master Indenture.

The Trustee shall be under no obligation to exercise any of the rights or powers vested in 
it at the request, order or direction of any of the Holders pursuant to the provisions of the Master Indenture 
unless such Holders shall have offered to the Trustee reasonable security or indemnity against the costs, 
expenses and liabilities that may be incurred therein or thereby.  The Trustee has no obligation or liability 
to the Holders for the payment of the interest on or the principal of or the redemption premiums, if any, on 
the Bonds from its own funds; but rather the Trustee's obligations shall be limited to the performance of its 
duties and obligations under the Master Indenture.

The Trustee shall not be deemed to have knowledge of any Event of Default under the 
Master Indenture or under the Contract or any Supplemental Contract unless and until an officer at the 
Trustee's Corporate Trust Office responsible for the administration of the Trustee's duties and obligations 
under the Master Indenture shall have actual knowledge thereof or the Trustee shall have received written 
notice thereof at its Corporate Trust Office, and the Trustee shall not be bound to ascertain or inquire as to 
the performance or observance of any of the agreements, conditions, covenants or terms in the Master 
Indenture or of any of the documents executed in connection with the Bonds, or as to the existence of a 
default or event of default thereunder.

The Trustee shall be entitled to advice of counsel and other professionals concerning all 
matters of trust and its duty under the Master Indenture, but the Trustee shall not be answerable for the 
professional malpractice of any attorney-at-law or certified public accountant in connection with the 
rendering of his professional advice in accordance with the terms of the Master Indenture if such attorney-
at-law or certified public accountant was selected by the Trustee with due care.

The Trustee shall not be concerned with or accountable to anyone for the subsequent use 
or application of any money which shall be withdrawn and transferred to the Authority in accordance with 
the provisions of the Master Indenture.

Whether or not therein expressly so provided, every provision of the Master Indenture or 
of the Master Contract or any Supplemental Contract or any related documents relating to the conduct or 
affecting the liability of or affording protection to the Trustee shall be subject to the provisions of this 
article.

The Trustee makes no representation or warranty, express or implied, as to the title, 
value, design, compliance with specifications or legal requirements, quality, durability, operation, 
condition, merchantability or fitness for any particular purpose for the use contemplated by the Agency of 
any Project, and in no event shall the Trustee be liable for incidental, indirect, special or consequential 
damages in connection with or arising from the Contract or any Supplemental Contract or herefrom for the 
existence, furnishing or use of any Project.

The Trustee shall be protected in acting upon any bond, certificate (including any 
Certificate of the Authority), consent, electronic mail, facsimile transmission, notice, opinion, order, report, 
request (including any Written Request of the Authority), requisition, resolution or other document or paper 
believed by it to be genuine and to have been signed or presented by the proper party or parties.  The 
Trustee may consult with counsel, who may be counsel of or to the Authority, with regard to legal 
questions, and the opinion of such counsel shall be full and complete authorization and protection in respect 
of any action taken or suffered by it under the Master Indenture in good faith and in accordance therewith.



D-37

Whenever in the administration of its rights and obligations under the Master Indenture 
the Trustee shall deem it necessary or desirable that a matter be established or proved prior to taking or 
suffering any action thereunder, such matter (unless other evidence in respect thereof be specifically 
prescribed in the Master Indenture) may, in the absence of bad faith on the part of the Trustee, be deemed 
to be conclusively proved and established by a Certificate of the Authority, which certificate shall be full 
warrant to the Trustee for any action taken or suffered under the provisions of the Master Indenture upon 
the faith thereof, but in its discretion the Trustee may in lieu thereof accept other evidence of such matter or 
may require such additional evidence as it may deem reasonable.

No provision of the Master Indenture shall require the Trustee to expend or risk its own 
funds or otherwise incur any financial liability in the performance or exercise of any of its duties under the 
Master Indenture, or in the exercise of its rights or powers.  The Trustee shall be entitled to interest on all 
amounts advanced by it thereunder at its prime rate plus two per cent (2%), but not greater than twelve per 
cent (12%) per annum.

All immunities, indemnifications and releases from liability granted in the Master 
Indenture to the Trustee shall extend to the directors, employees, officers and agents thereof.

Any company into which the Trustee may be merged or converted or with which it may 
be consolidated or any company resulting from any merger, conversion or consolidation to which it shall be 
a party or any company to which the Trustee may sell or transfer all or substantially all of its corporate trust 
business, so long as such company shall meet the requirements set forth in the Master Indenture, shall be 
the successor to the Trustee and shall be vested with all of the title to the trust estate and all of the trusts, 
powers, discretions, immunities, privileges and all other matters as was its predecessor, without the 
execution or filing of any paper or further act, anything in the Master Indenture to the contrary 
notwithstanding.

Procedure for Amendment of or Supplement to the Master Indenture

Amendment or Supplement With Consent of Holders.  The Master Indenture and the 
rights and obligations of the Authority and of the Holders may be amended or supplemented at any time by 
the execution and delivery of a Supplemental Indenture by the Authority and the Trustee, which 
Supplemental Indenture shall become binding when the written consents of the Holders of at least a 
majority or more in aggregate principal amount of the Bonds then Outstanding, exclusive of Bonds 
disqualified as provided in the Master Indenture, shall have been filed with the Trustee (except that so long 
as any policy of municipal bond insurance on any Series of Bonds is in effect, only the consent of the issuer 
of such policy shall be required for any such amendment or supplement which affects such Series of 
Bonds); provided, that before executing any such Supplemental Indenture the Trustee shall first obtain at 
the Authority’s expense an Opinion of Counsel that such Supplemental Indenture complies with the 
provisions of the Master Indenture, on which opinion the Trustee may conclusively rely.  No such 
amendment or supplement shall (1) extend the maturity of or reduce the interest rate on or the amount of 
the interest on or the principal of or any Sinking Fund Payment for or the redemption premium, if any, on 
any Bond without the express written consent of the Holder of such Bond, or (2) except as provided in the 
Master Indenture, permit the creation by the Authority of any pledge of or charge or lien upon the 
Revenues as provided in the Master Indenture superior to or on a parity with the pledge, charge and lien 
created for the benefit of the Bonds, or (3) reduce the percentage of Bonds required for the written consent 
to any such amendment, or (4) modify any rights or obligations of the Trustee or the Authority without 
their prior written assent thereto, respectively. 

Amendment or Supplement Without Consent of Holders.  The Master Indenture and the 
rights and obligations of the Authority and of the Holders thereunder may also be amended or 
supplemented at any time by the execution and delivery of a Supplemental Indenture by the Authority and 
the Trustee, which Supplemental Indenture shall become binding upon execution without the prior written 
consent of any Holders (except that so long as any policy of municipal bond insurance on any Series of 
Bonds is in effect, the consent of the issuer of such policy shall be required for any such amendment or 
supplement which affects such Series of Bonds, which consent shall not be unreasonably withheld), but 
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only to the extent permitted by law, for any purpose that will not materially adversely affect the interests of 
the Holders, including (without limitation) for any one or more of the following purposes; provided, that 
before executing any such Supplemental Indenture the Trustee shall first obtain at the Authority’s expense 
an Opinion of Counsel that such Supplemental Indenture complies with the provisions of the Master 
Indenture, on which opinion the Trustee may conclusively rely –

(i) to add to the agreements and covenants required in the Master Indenture to be 
performed by the Authority other agreements and covenants thereafter to be performed by the 
Authority which shall not (in the opinion of the Authority) adversely affect the interests of the 
Holders, or to surrender any right or power reserved therein to or conferred therein on the 
Authority which shall not (in the opinion of the Authority) adversely affect the interests of the 
Holders;

(ii) to make such provisions for the purpose of curing any ambiguity or of 
correcting, curing or supplementing any defective provision contained in the Master Indenture or 
in regard to questions arising under the Master Indenture which the Authority may deem desirable 
or necessary and not inconsistent herewith and which shall not (in the opinion of the Authority) 
adversely affect the interests of the Holders;

(iii) to authorize the issuance under the Master Indenture of a Series of Bonds and to 
provide the conditions and terms under which such Series of Bonds may be issued; 

(iv) to add to the agreements and covenants required in the Master Indenture, such 
agreements and covenants as may be necessary to qualify the Master Indenture under the Trust 
Indenture Act of 1939;

(v) to make such additions, deletions or modifications as may be necessary or 
appropriate to insure compliance with Section 148(f) of the Internal Revenue Code of 1986, as 
amended, relating to the required rebate of excess investment earnings to the United States of 
America, or otherwise as may be necessary to insure the exclusion from gross income for purposes 
of federal income taxation of the interest on the Bonds or the exemption of such interest from 
State personal income taxes;

(vi) to make such additions, deletions or modifications as may be necessary or 
appropriate to maintain any then current ratings on the Bonds; or

(vii) to add to the rights of the Trustee.

Notice of any such amendment or supplement shall be sent by the Authority to each 
Rating Agency promptly after the execution thereof.

Amendment by Mutual Consent

The provisions of this article shall not prevent any Holder from accepting any 
amendment as to the particular Bonds held by him, provided that due notation thereof is made on such 
Bonds.

Events of Default and Acceleration of Maturities

If one or more of the following events (defined in the Master Indenture to constitute 
“Events of Default”) shall happen, that is to say:

(a) if default shall be made by the Authority in the due and punctual payment of the 
interest on any Bond when and as the same shall become due and payable;
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(b) if default shall be made by the Authority in the due and punctual payment of the 
principal of or the redemption premium, if any, on or the deposit of any Sinking Fund Account Payment for 
any Bond when and as the same shall become due and payable, whether at maturity or by proceedings for 
redemption;

(c) if default shall be made by the Authority in the performance of any of the 
agreements or covenants contained in the Master Indenture required to be performed by the Authority, and 
such default shall have continued for a period of thirty (30) days after the Authority shall have been given 
notice in writing of such default by the Trustee;

(d) if the Authority shall file a petition or answer seeking arrangement or 
reorganization under the federal bankruptcy laws or any other applicable law of the United States of 
America or any state therein, or if a court of competent jurisdiction shall approve a petition filed with or 
without the consent of the Authority seeking arrangement or reorganization under the federal bankruptcy 
laws or any other applicable law of the United States of America or any state therein, or if under the 
provisions of any other law for the relief or aid of debtors any court of competent jurisdiction shall assume 
custody or control of the Authority or of the whole or any substantial part of its property; or

(e) if an Event of Default has occurred under the Contract;

then and in each and every such case during the continuance of such Event of Default the Trustee may, and 
upon the written request of the Holders of not less than a majority in aggregate principal amount of the 
Bonds then Outstanding, shall, by notice in writing to the Authority, declare the principal of all Bonds then 
Outstanding and the interest accrued thereon to be due and payable immediately, and upon any such 
declaration the same shall, without further action, become due and payable, anything contained in the 
Master Indenture or in the Bonds to the contrary notwithstanding; provided, that this provision is subject to 
the condition that if at any time after the principal of the Bonds then Outstanding shall have been so 
declared due and payable and before any judgment or decree for the payment of the money due shall have 
been obtained or entered the Authority shall deposit with the Trustee a sum sufficient to pay all matured 
interest on all the Bonds and all the principal of the Bonds that matured prior to such declaration, with 
interest at the rate borne by such Bonds on such overdue interest and principal, and all reasonable fees and 
expenses of the Trustee, and any and all other defaults known to the Trustee (other than in the payment of 
the interest on and the principal of the Bonds due and payable solely by reason of such declaration) shall 
have been made good or cured to the satisfaction of the Trustee or provision deemed by the Trustee to be 
adequate shall have been made therefor, then and in every such case the Holders of not less than a majority 
in aggregate principal amount of Bonds then Outstanding may, by written notice to the Authority and to the 
Trustee, on behalf of the Holders of all the Bonds then Outstanding, rescind and annul such declaration and 
its consequences; and provided further, that no such rescission and annulment shall extend to or shall affect 
any subsequent default or shall impair or exhaust any right or power consequent thereon.

Application of Funds Upon Acceleration

All money in the accounts and funds provided in the Master Indenture upon the date of 
the declaration of acceleration by the Trustee as provided in the Master Indenture and all Revenues 
thereafter received by the Authority under the Master Indenture shall be transmitted to the Trustee and shall 
be applied by the Trustee in the following order–

First, to the payment of the costs and expenses of the Trustee, if any, in carrying out the 
provisions of this article, including any outstanding fees and expenses of the Trustee and including 
reasonable compensation to its accountants and counsel, and thereafter to the payment of the costs and 
expenses of the Holders in providing for the declaration of such Event of Default, including reasonable 
compensation to their accountants and counsel; and

Second, upon presentation of the several Bonds, and the stamping thereon of the amount 
of the payment if only partially paid or upon the surrender thereof if fully paid, to the payment of the whole 
amount then owing and unpaid upon the Bonds for the interest on and the principal of such Bonds, with (to 
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the extent permitted by law) interest on the overdue interest and principal at the rate borne by such Bonds, 
and in case such money shall be insufficient to pay in full the whole amount so owing and unpaid upon the 
Bonds, then to the payment of such interest, principal and (to the extent permitted by law) interest on 
overdue interest and principal without preference or priority among such interest, principal and interest on 
overdue interest and principal ratably to the aggregate of such interest, principal and interest on overdue 
interest and principal.

Institution of Legal Proceedings by Trustee

If one or more of the Events of Default shall happen and be continuing, the Trustee may, 
and upon the written request of the Holders of a majority in principal amount of the Bonds then 
Outstanding, and in each case so long as the Trustee is indemnified to its satisfaction therefor, shall proceed 
to protect or enforce its rights or the rights of the Holders of Bonds under the Master Indenture by a suit in 
equity or action at law, either for the specific performance of any agreement or covenant contained in the 
Master Indenture, or in aid of the execution of any power therein granted, or by mandamus or other 
appropriate proceeding for the enforcement of any other legal or equitable remedy that the Trustee shall 
deem appropriate in support of any of its rights and duties under the Master Indenture.

Non Waiver

Nothing in this article or in any other provision of the Master Indenture or in the Bonds 
shall affect or impair the obligation of the Authority, which is absolute and unconditional, to pay the 
interest on and the principal of and the redemption premiums, if any, on the Bonds to the respective 
Holders of the Bonds at the respective dates of maturity or upon prior redemption as provided in the Master 
Indenture from the Revenues and the funds held in the accounts and funds as provided therein pledged for 
such payment, 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 in the Master Indenture and in 
the Bonds.

A waiver of any default or breach of duty or contract by the Trustee or any Holder shall 
not affect any subsequent default or breach of duty or contract or impair any rights or remedies on any such 
subsequent default or breach of duty or contract. No delay or omission by the Trustee or 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.  Every right or remedy conferred upon the Holders by the Act or by this article may 
be enforced and exercised from time to time and as often as shall be deemed expedient by the Trustee or 
the Holders.

If any action, proceeding or suit to enforce any right or exercise any remedy is 
abandoned, the Authority, the Trustee and any Holder shall be restored to their former positions, rights and 
remedies as if such action, proceeding or suit had not been brought or taken.

Actions by Trustee as Attorney in Fact

Any action, proceeding or suit which any Holder shall have the right to bring to enforce 
any right or remedy under the Master Indenture may be brought by the Trustee for the equal benefit and 
protection of all Holders, whether or not the Trustee is a Holder, and the Trustee is thereby appointed (and 
the successive Holders, by taking and holding the Bonds issued thereunder, shall be conclusively deemed to 
have so appointed it) the true and lawful attorney-in-fact of the Holders for the purpose of bringing any 
such action, proceeding or suit and for the purpose of doing and performing any and all acts and things for 
and on behalf of the Holders as a class or classes as may be advisable or necessary in the opinion of the 
Trustee as such attorney-in-fact.
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Remedies Not Exclusive

No remedy in the Master Indenture conferred upon or reserved to the Holders is intended 
to be exclusive of any other remedy, and each such remedy shall be cumulative and shall be in addition to 
every other remedy given under the Master Indenture or now or thereafter 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.

Limitation on Bondholders' Right to Sue

No Holder of any Bond issued under the Master Indenture shall have the right to institute 
any suit, action or proceeding, at law or equity, for any remedy thereunder unless (a) such Holder shall 
have previously given to the Trustee written notice of the occurrence of an Event of Default; (b) the 
Holders of at least a majority in aggregate principal amount of all the Bonds then Outstanding shall have 
made written request upon the Trustee to exercise the powers granted in the Master Indenture or to institute 
such suit, action or proceeding in its own name; (c) such Holders shall have tendered to the Trustee 
reasonable security or indemnity against the costs, expenses and liabilities to be incurred in compliance 
with such request; and (d) the Trustee shall have refused or omitted to comply with such request for a 
period of sixty (60) days after such request shall have been received by, and such tender of indemnity shall 
have been made to, the Trustee.

Each such notification, request, tender of indemnity and refusal or omission are declared, 
in every case, to be conditions precedent to the exercise by any Holder of Bonds of any remedy under the 
Master Indenture; it being understood and intended that no one or more Holders shall have any right in any 
manner whatever by his or their action to enforce any right thereunder except in the manner provided in the 
Master Indenture, and that all proceedings at law or in equity to enforce any provision thereof shall be 
instituted and maintained in the manner provided in the Master Indenture and for the equal benefit of the 
Holders of all Outstanding Bonds.

Discharge of Bonds

(a) If the Authority 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 principal thereof and the redemption 
premiums, if any, thereon as and when they respectively become due and payable in accordance with their 
terms or upon redemption proceedings as provided in the Master Indenture, or otherwise, and the whole 
amount of the principal and the interest and the redemption premiums, if any, so due and payable upon all 
of the Bonds shall be paid, or provision shall have been made for the payment of the same as provided 
therein, together with all other sums payable by the Authority thereunder, including all fees and expenses 
of the Trustee, then and in that case the Master Indenture and the lien created shall be completely 
discharged and satisfied and the Authority shall be released from the agreements, conditions, covenants and 
other obligations of the Authority contained therein, and the Trustee shall assign and transfer to or upon the 
order of the Authority all property, money or securities (in excess of the amounts required for the 
foregoing) then held by the Trustee free and clear of any encumbrances and the Trustee shall execute and 
deliver to the Authority all such instruments as may be necessary or desirable to evidence such discharge 
and satisfaction.

(b) Any Outstanding Bonds shall prior to the maturity dates or redemption dates 
thereof be deemed to have been paid within the meaning of and with the effect expressed in subsection (a) 
above if there shall be on deposit with the Trustee money which is sufficient to pay the interest on and the 
principal of and the redemption premiums, if any, on such Bonds due on and prior to the maturity dates or 
redemption dates thereof, as the case may be.

(c) Any Outstanding Bonds shall prior to the maturity dates or redemption dates 
thereof be deemed to have been paid within the meaning of and with the effect expressed in subsection (a) 
above (except that the Authority shall remain liable for the payment of such Bonds, but only out of the 
money or securities deposited with the Trustee or an escrow agent as described in the Master Indenture) if 
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(1) in case any of such Bonds are to be redeemed on any date prior to their maturity date, the Authority 
shall have given to the Trustee in form satisfactory to it irrevocable instructions to provide notice of such 
redemption in accordance with the Master Indenture, (2) there shall have been deposited with the Trustee or 
an appropriate escrow agent either (A) money in an amount which shall be sufficient or (B) Defeasance 
Securities which are not subject to redemption prior to maturity (including any such Defeasance Securities 
issued or held in book-entry form on the books of the Treasury of the United States of America), the 
interest on and the principal of which when paid will provide money which, together with the money, if 
any, deposited with the Trustee or such escrow agent at the same time, will be sufficient, in the opinion of 
an Independent Certified Public Accountant, 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 principal of and the 
redemption premiums, if any, to become due on such Bonds on such maturity dates or redemption dates, as 
the case may be, and (3) in the event such Bonds are not by their terms subject to redemption within the 
next succeeding sixty (60) days, the Authority shall have given the Trustee in form satisfactory to it 
irrevocable instructions to mail as soon as practicable a notice to the Holders of such Bonds and to the 
Depository and to the Information Services that the deposit required by clause (2) above has been made 
with the Trustee or such escrow agent and that such Bonds are deemed to have been 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 interest on and the principal of and the redemption premiums, if 
any, on such Bonds.

(d) After the payment of the interest on and the principal of and the redemption 
premiums, if any, due on the Bonds as provided in this section and after the payment of all amounts due the 
Trustee under the Master Indenture, the Trustee shall execute and deliver to the Authority all such 
instruments as may be necessary or desirable to evidence the discharge and satisfaction thereof, and the 
Trustee shall pay over or deliver to the Authority all money or deposits or investments held by it pursuant 
thereto which are not required for the payment of the interest on and the principal of and the redemption 
premiums, if any, on the Bonds.

Unclaimed Money

Anything contained in the Master Indenture to the contrary notwithstanding, any money 
held by the Trustee in trust for the payment and discharge of the interest on or the principal of or the 
redemption premiums, if any, on any of the Bonds which remains unclaimed for two (2) years after the date 
when the interest on or the principal of or the redemption premiums, if any, on such Bonds shall 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 Trustee at such date, or for two (2) years after the date of deposit of such 
money if deposited with the Trustee after the date when the interest on or the principal of or the redemption 
premiums, if any, on such Bonds shall have become due and payable, shall be repaid by the Trustee to the 
Authority as its absolute property free from trust, and the Trustee shall thereupon be released and 
discharged with respect thereto and the Holders shall not look to the Trustee for the payment of the interest 
on or the principal of or the redemption premiums, if any, on such Bonds; provided, that before being 
required to make any such payment to the Authority, the Trustee shall, at the expense of the Authority, 
cause to be mailed to all Holders and to the Depository and to the Information Services a notice that such 
money remains unclaimed and that, after a date named in such notice, which date shall not be less than 
thirty (30) days after the date of the mailing of each such notice, the balance of such money then unclaimed 
will be returned to the Authority.

Liability of Authority Limited to Revenues

Notwithstanding anything contained in the Master Indenture, the Authority shall not be 
required to advance any money derived from any source other than the Revenues and the funds held in the 
accounts and funds provided in the Master Indenture for the payment of the interest on or the principal of or 
the redemption premiums, if any, on the Bonds or for the performance of any agreements or covenants 
therein contained; provided, that the Authority may, however, advance funds for any such purpose so long 
as such funds are derived from a source legally available for such purpose without incurring an 
indebtedness.
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The Bonds are limited obligations of the Authority and are payable, as to the interest 
thereon, the principal thereof and any premiums upon the redemption of any thereof, solely from the 
Revenues and the funds held in the accounts and funds provided in the Master Indenture, and the Authority 
is not obligated to pay the interest on or the principal of or the redemption premiums, if any, on the Bonds 
except from the Revenues and such funds.  All the Bonds are equally and ratably secured by a pledge of 
and charge and lien upon the Revenues and such funds, and the Revenues and such funds constitute a trust 
fund for the security and payment of the interest on and the principal of and the redemption premiums, if 
any, on the Bonds as provided in the Master Indenture.  The full faith and credit of the Authority is not 
pledged for the payment of the interest on or the principal of or the redemption premiums, if any, on the 
Bonds, and no tax shall ever be levied or collected to pay the interest on or the principal of or the 
redemption premiums, if any, on the Bonds.  The Bonds are not secured by a legal or equitable pledge of or 
charge or lien upon any property of the Authority or any of its income or receipts except the Revenues and 
such funds, and neither the payment of the interest on or the principal of or the redemption premiums, if 
any, on the Bonds is a debt, liability or general obligation of the Authority.

Deposit or Investments of Money in Accounts and Funds

All money held by the Trustee in any of the accounts or funds established pursuant to the 
Master Indenture shall (subject to thereto) be deposited in bank deposits that are at all times insured by the 
Federal Deposit Insurance Corporation or otherwise collateralized with obligations described in subdivision 
(1) of the definition of Permitted Investments or shall be invested in those Permitted Investments described 
in a Written Request of the Authority filed with the Trustee at least two (2) Business Days prior to the 
making of any such investment, which such Permitted Investments shall, as nearly as practicable, mature 
on or before the dates on which such money is anticipated to be needed for disbursement under the Master 
Indenture, and the Trustee shall have no liability or responsibility for any loss resulting from any 
investment made in accordance herewith; provided, that if no such Written Request is received by the 
Trustee, the Trustee shall invest such money in those Permitted Investments described in subdivision (6) of 
the definition thereof.  The Trustee will furnish the Authority periodic cash transaction statements which 
include detail for all investment transactions made by the Trustee under the Master Indenture.

The Authority acknowledges that to the extent regulations of the Comptroller of the 
Currency or other applicable regulatory entity grant the Authority the right to receive brokerage 
confirmations of security transactions as they occur, the Authority specifically waives receipt of such 
confirmations to the extent permitted by law.

All interest received on any such money so deposited or invested which exceeds the 
requirements of the fund from which such money was deposited or invested shall (subject to the 
requirements of the Master Indenture) be deposited in the Revenue Fund, and all losses on any such money 
so deposited or invested shall be borne by the fund from which the deposit or investment was made.

The Trustee or any of its affiliates may act as principal or agent in connection with the 
acquisition or disposition of any investment made by the Trustee under the Master Indenture, and shall be 
entitled to its customary fee therefor.

Accounts and Funds

Any account or fund required in the Master Indenture to be established and maintained by 
the Trustee may be established and maintained in the accounting records of the Trustee either as an account 
or a fund, and may, for the purposes of such accounting records, any audits thereof and any reports or 
statements with respect thereto, be treated either as an account or a fund; but all such records with respect 
to all such accounts and funds shall at all times be maintained in accordance with sound industry practice 
and with due regard for the protection of the security of the Bonds and the rights of the Holders.
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Business Days

Any action required to occur under the Master Indenture on a day which is not a Business 
Day shall be required to occur on the next succeeding Business Day.

CUSIP Numbers

Neither the Authority nor the Trustee shall be liable for any defect or inaccuracy in the 
CUSIP number that appears on any Bond or in any redemption notice relating thereto, and the Trustee may, 
in its discretion, include in any redemption notice relating to any of the Bonds a statement to the effect that 
the CUSIP numbers on the Bonds have been assigned by an independent service and are included in such 
notice solely for the convenience of the Holders and that neither the Authority nor the Trustee shall be 
liable for any defects or inaccuracies in such numbers.

SECOND SUPPLEMENTAL INDENTURE

Under the Second Supplemental Indenture, the Authority has authorized and issued the 
Series 2007 Bonds an the Series 2007 Bonds shall be entitled to the benefit, protection and security of the 
provisions of the Act and the Master Indenture and the Second Supplemental Indenture.  Certain provisions 
of the Second Supplemental Indenture are summarized below.  THIS SUMMARY DOES NOT PURPORT 
TO BE COMPLETE OR DEFINITIVE AND IS QUALIFIED IN ITS ENTIRETY BY REFERENCE TO 
THE FULL TERMS OF THE SECOND SUPPLEMENTAL INDENTURE.

Terms of Series 2007 Bonds Subject to the Master Indenture

Except as in the Second Supplemental Indenture expressly provided, every agreement, 
condition, covenant and term contained in the Maser Indenture shall apply to the Second Supplemental 
Indenture and to the Series 2007 Bonds with the same force and effect as if the same were set forth at 
length in the Second Supplemental Indenture, with such omissions, variations and modifications thereof as 
may be appropriate to make the same conform to the Second Supplemental Indenture.

Amendment of the Master Contract

The initial Holders and subsequent Holders of the Series 2007 Bonds (representing a 
majority in aggregate principal amount of Parity Obligations then Outstanding), by purchase and 
acceptance thereof shall be deemed to have consented in accordance with the Master Contract to the 
amendment of the Master Contract in the manner set forth in the Second Supplemental Contract.

Assignment of Second Supplemental Contract

In order to secure the pledge of the 2007 Payments which constitute Revenues under the 
Master Indenture, the Authority transfers, conveys and assigns to the Trustee, for the benefit of the Holders 
of the Series 2007 Bonds, all of the Authority’s rights under the Second Supplemental Contract (excepting 
its right to indemnification thereunder), including the right to receive the 2007 Payments from the Agency 
and the right to exercise any remedies provided in the Second Supplemental Contract in the event of a 
default by the Agency thereunder, and the Trustee accepts said assignment for the benefit of the Holders of 
the Series 2007 Bonds subject to the provisions of the Master Indenture.

Consents and Rights of Bond Insurer

Whenever in the Second Supplemental Indenture the consent of the Holders of the Series 
2007 Bonds is required, the consent of the Bond Insurer shall also be required.  For so long as the Bond 
Insurance Policy is in effect and payment on the Bond Insurance Policy is not in default, the Bond Insurer 
shall be deemed to be the Holder of all Series 2007 Bonds then Outstanding for all purposes except for 
payment of principal or redemption price of, or premium or interest on, the Series 2007 Bonds.
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$413,420,000 
SACRAMENTO COUNTY WATER FINANCING AUTHORITY

REVENUE BONDS
(SACRAMENTO COUNTY WATER AGENCY ZONES 40 AND 41 2007 WATER SYSTEM PROJECT)

 $184,500,000 $228,920,000 
 Series 2007A (Fixed Rate) Series 2007B (Index Rate) 

CONTINUING DISCLOSURE CERTIFICATE 

This Continuing Disclosure Certificate (the “Disclosure Certificate”) is executed and 
delivered by the Sacramento County Water Agency (the “Agency”) in connection with the 
Sacramento County Water Financing Authority Revenue Bonds (Sacramento County Water Agency 
Zones 40 and 41 2007 Water System Project), Series 2007A in the aggregate principal amount of 
$184,500,000 (the “Series 2007A Bonds”) and the Sacramento County Water Financing Authority 
Revenue Bonds (Sacramento County Water Agency Zones 40 and 41 2007 Water System Project), 
Series 2007B in the aggregate principal amount of $228,920,000 (the “Series 2007B Bonds” and, 
together with the Series 2007A Bonds, the “Series 2007 Bonds”). The Series 2007 Bonds are being 
issued pursuant to a Master Indenture, dated as of June 1, 2003, between the Sacramento County 
Water Financing Authority (the “Authority”) and Union Bank of California, N.A., as trustee (the 
“Trustee”), as supplemented and amended by a Second Supplemental Indenture, dated as of May 1, 
2007, between the Authority and the Trustee (collectively, the “Indenture”). The Authority and the 
Agency have entered into a Master Installment Purchase Contract dated as of June 1, 2003, as 
supplemented and amended by a Second Supplemental Installment Purchase Contract, dated as of 
May 1, 2007, between the Authority and the Agency (collectively, the “Installment Purchase 
Contract”), 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 and Beneficial Owners of the 
Series 2007 Bonds and in order to assist the underwriters of the Series 2007 Bonds in complying with 
S.E.C. Rule 15c2-12(b)(5). 

SECTION 2. Definitions.  In addition to the definitions set forth above and in the 
Indenture, 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 which has the power, directly or indirectly, to 
vote or consent with respect to, or to dispose of ownership of, any Series 2007 Bonds (including 
persons holding Series 2007 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.
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“National Repository” shall mean any Nationally Recognized Municipal Securities 
Information Repository for purposes of the Rule.  The National Repositories currently approved by 
the Securities and Exchange Commission are listed at http://www.sec.gov/info/municipal/nrmsir.htm. 

 “Repository” shall mean each National Repository and each State Repository. 

“Rule” shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission 
under the Securities Exchange Act of 1934, as the same may be amended from time to time. 

“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. 

“Underwriters” shall mean Bear Stearns & Co. Inc. and Stone & Youngberg LLC. 

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 2006-2007 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 Section 5(c). 

(b) If the Agency is unable to provide to the Repositories an Annual Report by the date 
required in subsection (a), the Agency shall send to the Municipal Securities Rulemaking Board and 
to each Repository and to the Insurer a notice in substantially the form attached hereto as Exhibit A. 

(c) 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 or 
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.
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(b) An annual report updating the following information for the most recently ended 
Fiscal Year:  

(i) Approximate number of connections to which the Agency delivered 
water;

(ii) Zone 40 Monthly Service Fee generally imposed on customers; 

(iii) Zone 41 Monthly Service Fee generally imposed on customers; 

(iv) Zone 40 Impact Fees; 

(v) Information contained in “Summary of Historical and Projected 
Operating Results” in Table 6 of the Official Statement, dated April 26, 2007, for the most 
recently completed Fiscal Year (projections for future years 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 Securities and Exchange Commission; 
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: 

(i) Principal or interest payment delinquencies. 

(ii) Non-payment related defaults. 

(iii) Modifications to the rights of the Holders. 

(iv) Optional, contingent or unscheduled calls. 

(v) Defeasances.

(vi) Rating changes. 

(vii) Adverse tax opinions or events adversely affecting the tax-exempt 
status of the Series 2007 Bonds. 

(viii) Unscheduled draws on the debt service reserves reflecting financial 
difficulties.

(ix) Unscheduled draws on the credit enhancements reflecting financial 
difficulties.
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(x) Substitution of the credit or liquidity providers or their failure to 
perform. 

(xi) 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. 

(c) If the Agency determines that knowledge of the occurrence of a Listed Event would 
be material under applicable federal securities laws, the Agency shall promptly file or cause the filing 
of a notice of such occurrence with the Municipal Securities Rulemaking Board, each Repository and 
the Insurer; provided, that notice of Listed Events described in subsections (a)(iv) and (v) of this 
section need not be given under this subsection any earlier than the notice (if any) of the underlying 
event is given to Holders of affected Series 2007 Bonds pursuant to the Indenture 

SECTION 6. Use of Central Post Office.  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 Section 5(c). 

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 
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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 (i) is approved by the Holders of the Series 2007 
Bonds in the same manner as provided in the Indenture for amendments to the Indenture 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 Section 5(c), 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 Indenture, 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. 
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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. 

Date:  May 9, 2007. 

SACRAMENTO COUNTY WATER AGENCY 

By
 Chief Financial Officer 
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EXHIBIT A

NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT 

Name of Agency: SACRAMENTO COUNTY WATER AGENCY 

Name of Issue: $413,420,000 Sacramento County Water Financing Authority 
Revenue Bonds (Sacramento County Water Agency Zones 40 and 41 
2007 Water System Project), Series 2007A and Series 2007B 

Date of Issuance:  May 9, 2007 

NOTICE IS HEREBY GIVEN that the Agency has not provided an Annual Report with 
respect to the above-named Series 2007 Bonds as required by the Master Indenture, dated as of 
June 1, 2003, between the Sacramento County Water Financing Authority (the “Authority”) and 
Union Bank of California, N.A., as trustee (the “Trustee”), as supplemented and amended by a 
Second Supplemental Indenture, dated as of May 1, 2007, between the Authority and the Trustee.  
The Agency anticipates that the Annual Report will be filed by _____________.   

Dated:  _______________ 

SACRAMENTO COUNTY WATER AGENCY 

By
 Chief Financial and Administrative Officer 
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APPENDIX F

FORM OF BOND COUNSEL OPINION

May 9, 2007

Sacramento County Water Financing Authority
Sacramento, California

Sacramento County Water Financing Authority 
Revenue Bonds

(Sacramento County Water Agency Zones 40 and 41 2007 Water System Project)
 Series 2007A and Series 2007B  

(Final Opinion)
Ladies and Gentlemen:

We have acted as bond counsel to the Sacramento County Water Financing Authority (the 
“Authority”) in connection with the issuance of $184,500,000 aggregate principal amount of Sacramento County 
Water Financing Authority Revenue Bonds (Sacramento County Water Agency Zones 40 and 41 2007 Water 
System Project), Series 2007A (the “Series 2007A Bonds”) and $228,920,000 aggregate principal amount of 
Sacramento County Water Financing Authority Revenue Bonds, (Sacramento County Water Agency Zones 40 and 
41 2007 Water System Project), Series 2007B (the “Series 2007B Bonds” and, together with the Series 2007A 
Bonds, the “Bonds”), issued pursuant to a Master Indenture, dated as of June 1, 2003 (the “Master Indenture”), and a 
Second Supplemental Indenture, dated as of May 1, 2007 (the “Second Supplemental Indenture” and together with 
the Master Indenture, the “Indenture”), each between the Authority and Union Bank of California, N.A., as trustee 
(the “Trustee”).  The Bonds are also issued pursuant to Article 4 of Chapter 5 of Division 7 of Title 1 of the 
Government Code of the State of California.  Capitalized terms not otherwise defined herein shall have the 
meanings ascribed thereto in the Indenture.

In such connection, we have reviewed the Indenture; the Master Installment Purchase Contract,
dated as of June 1, 2003 (as previously supplemented and amended, the “Master Contract”), as supplemented and 
amended by the Second Supplemental Installment Purchase Contract, dated as of May 1, 2007 (the “Second 
Supplemental Contract” and together with the Master Contract, the “Contract”), each between the Sacramento 
County Water Agency (the “Agency”) and the Authority; the Tax Certificate and Agreement, dated the date hereof 
(the “Tax Certificate”), between the Authority and the Agency; certificates of the Authority, the Agency, the Trustee 
and others; opinions of counsel to the Authority, 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 disclaim any obligation to update this letter.  We have assumed the genuineness of all 
documents and signatures presented to us (whether as originals or as copies) and the due and legal execution and 
delivery thereof by, and validity against, any parties other than the Authority and the Agency.  We have assumed, 
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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 Indenture, the 
Contract 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 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 Indenture, the Contract and the Tax Certificate and their enforceability may be subject to bankruptcy, 
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 entities in the State of California.  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 Indenture or the 
Contract 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 constitute the valid and binding limited obligations of the Authority.

2. The Bonds are payable solely from the Revenues (as defined in the Indenture) and the 
funds held in certain accounts and funds pursuant to the Indenture as provided therein.  The obligations of the 
Agency to make payments pursuant to the Contract are limited to the Net Revenues of the Water System (as defined 
in the Contract) of the Agency.

3. The Indenture has been duly executed and delivered by, and constitutes the valid and 
binding obligation of, the Authority.

4. The Contract has been duly executed and delivered by, and constitutes the valid and 
binding obligation of, the Authority and the Agency, respectively.

5. Interest on the Bonds is excluded from gross income for federal income tax purposes 
under section 103 of the Internal Revenue Code of 1986 and is exempt from State of California personal income 
taxes.  Interest on the Bonds is not a specific preference item for purposes of the federal individual or corporate 
alternative minimum taxes, although we observe that it is included in adjusted current earnings when calculating 
corporate alternative minimum taxable income.  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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APPENDIX H 

BOOK-ENTRY ONLY SYSTEM 

The information in this Appendix concerning The Depository Trust Company (“DTC”), New York, 
New York, and DTC's book entry system has been obtained from DTC and the Authority, the Agency and the 
Underwriters take no responsibility for the completeness or accuracy thereof.  The Authority, the Agency and 
the Underwriters cannot and do not give any assurances that DTC, DTC Participants or Indirect Participants 
will distribute to the Beneficial Holders (a) payments of interest, principal or premium, if any, with respect to 
the Series 2007 Bonds, (b) certificates representing ownership interest in or other confirmation or ownership 
interest in the Series 2007 Bonds, or (c) redemption or other notices sent to DTC or Cede & Co., its nominee, 
as the registered owner of the Series 2007 Bonds, or that they will so do on a timely basis, or that DTC, DTC 
Participants or DTC Indirect Participants will act in the manner described in this Appendix.  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, NY, will act as securities depository for the 
Series 2007 Bonds. The Series 2007 Bonds will be issued as fully-registered securities registered in the name 
of Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized 
representative of DTC. One fully-registered Series 2007 Bond will be issued for each maturity and series of the 
Series 2007 Bonds, each in the aggregate principal amount of 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.S. 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 Government Securities Clearing Corporation, MBS Clearing Corporation, and Emerging 
Markets Clearing Corporation (NSCC, GSCC, MBSCC, and EMCC, also subsidiaries of DTCC), as well as by 
the New York Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association of 
Securities Dealers, Inc. Access to the DTC system is also available to others such as both U.S. and non-U.S. 
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. 

Purchases of the 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. Beneficial Owners are, however, expected to receive written confirmations providing details of the 
transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant through 
which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the Series 2007 
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Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants acting on behalf 
of Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests in 
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 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 Participants to whose accounts such Series 2007 Bonds are credited, which may or may not be the 
Beneficial Owners. The Direct and Indirect Participants will remain responsible for keeping account of their 
holdings on behalf of their customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners 
will be governed by arrangements among them, subject to any statutory or regulatory requirements as may be 
in effect from time to time. Beneficial Owners of the Series 2007 Bonds may wish to take certain steps to 
augment transmission to them of notices of significant events with respect to the Series 2007 Bonds, such as 
redemptions, tenders, defaults, and proposed amendments to the security documents. For example, Beneficial 
Owners of Series 2007 Bonds may wish to ascertain that the nominee holding the Series 2007 Bonds for their 
benefit has agreed to obtain and transmit notices to Beneficial Owners.  In the alternative, Beneficial Owners 
may wish to provide their names and addresses to the registrar and request that copies of the notices be 
provided directly to them. 

Redemption notices shall be sent to DTC. If less than all of the Series 2007 Bonds within a maturity 
are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant 
in such issue to be redeemed. 

Neither DTC nor Cede & Co. (nor such other DTC nominee) 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, distributions, and dividend payments on the Series 2007 Bonds will be made to 
Cede & Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s 
practice is to credit Direct Participants’ accounts, upon DTC’s receipt of funds and corresponding detail 
information from the Agency or the Trustee on payable date in accordance with their respective holdings 
shown on DTC’s records. Payments by Participants to Beneficial Owners will be governed by standing 
instructions and customary practices, as is the case with securities held for the accounts of customers in bearer 
form or registered in “street name,” and will be the responsibility of such Participant and not of DTC nor its 
nominee, the Trustee, or the Agency, subject to any statutory or regulatory requirements as may be in effect 
from time to time. Payment of redemption proceeds, distributions, and dividend payments to Cede & Co. (or 
such other nominee as may be requested by an authorized representative of DTC) is the responsibility of the 
Agency or the Trustee, disbursement of such payments to Direct Participants will be the responsibility of DTC, 
and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect 
Participants. 

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 or the Trustee. Under such circumstances, in the 
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event that a successor securities depository is not obtained, Security certificates are required to be printed and 
delivered. 

The Agency may decide to discontinue use of the system of book-entry-only transfers through DTC 
(or a successor securities depository). In that event, Security certificates will be printed and delivered to DTC.  

The information in this section concerning DTC and DTC’s book-entry system has been obtained 
from sources that the Agency believes to be reliable, but the Authority, Agency and the Underwriters take no 
responsibility for the accuracy thereof. 
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