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

No dealer, broker, salesperson or other person has been authorized to give any information or to
make any representations other than those contained in this Official Statement in connection with the
offering made hereby and, if given or made, such other information or representations must not be relied
upon as having been authorized by the Authority or the Underwriter. This Official Statement does not
constitute an offer to sell or the solicitation of an offer to buy nor shall there be any sale of the Bonds by
a person in any jurisdiction in which it is unlawful for such person to make such an offer, solicitation or
sale.

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

The information set forth herein has been obtained from official sources other than the Authority
(except for the section "THE AUTHORITY" and the first paragraph of the section "LITIGATION")
which are believed to be reliable. The Underwriter has provided the following sentence for inclusion in
this Official Statement. The Underwriter has reviewed the information in this Official Statement in
accordance with, and as part of, their responsibility to investors under the federal securities law as
applied to the facts and circumstances of this transaction, but the Underwriter does not guarantee the
accuracy or completeness of such information. The information and expression of opinions herein are
subject to change without notice and neither delivery of this Official Statement nor any sale made
hereunder shall, under any circumstances, create any implication that there has been no change in the
information provided herein since the date hereof.

Other than with respect to information concerning Financial Security Assurance Inc. (the "Bond
Insurer™) contained under the caption "Bond Insurance™ and Appendix E, none of the information in this
Official Statement has been supplied or verified by the Bond Insurer and the Bond Insurer makes no
representation or warranty, express or implied, as to (i) the accuracy or completeness of such
information; (ii) the validity of the Bonds; or (iii) the tax exempt status of the interest on the Bonds.
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Participant
City of Eureka

Sonoma Valley
County Sanitation
District

Sonoma County
Water Agency
(Airport-Larkfield-
Wikiup Sanitation
Zone)

South Park County
Sanitation District

Schedule of Refunding

Amount to be
Redeemed

$7,605,000

Obligation

California Statewide Communities
Development Authority Water and
Wastewater Revenue Bonds (Pooled
Financing Program), Series 2000A

Sonoma County Water and
Wastewater Financing Authority
1998 Special Revenue Bonds

$11,095,000

California Statewide Communities
Development Authority Water and
Wastewater Revenue Bonds (Pooled
Financing Program), Series 2000B

$6,000,000

California Statewide Communities
Development Authority Water and
Wastewater Revenue Bonds (Pooled
Financing Program), Series 2000B

$3,255,000

Prepayment

Final Maturity

Prepayment
Price

102%

101%

102%

102%

ESTIMATED SOURCES AND USES OF FUNDS

to be

Redeemed

10/1/2025

8/1/2018

10/1/2026

10/1/2026

The following table sets forth the estimated sources and uses of funds relating to the Bonds.

Sources:

Principal Amount of Bonds

Original Issue Premium

Amounts related to Refunding Obligations
Total Sources

Uses:

Escrow Fund®
Project Fund®

Costs of Issuance®
Total Uses

$27,820,000.00
338,199.50
3,020,003.20
$31,178,202.70

$29,808,537.00
749,328.18
620,337.52
$31,178,202.70

W See "PROGRAM PARTICIPANTS AND FINANCING PLAN" for a breakdown of the allocation of these amounts
among the Program Participants.

@

certain legal, financing and printing costs.

Includes the premium for the Municipal Bond Insurance Policy and Reserve Policy and underwriter's discount, as well as



THE BONDS

The Bonds will be dated their date of delivery and will be payable in the years and amounts and
bear interest at the respective rates set forth on the cover page hereof, which interest shall be payable on
April 1 and October 1 of each year, commencing April 1, 2006 (each, an "Interest Payment Date™). The
Bonds will be delivered only in fully registered form and, when issued, will be registered in the name of
Cede & Co., as nominee of The Depository Trust Company, New York, New York ("DTC"). DTC will
act as securities depository for the Bonds. Ownership interests in the Bonds may be purchased in
book-entry form only in denominations of $5,000 or any integral multiple thereof. See "Book-Entry Only
System™ below and Appendix F attached hereto.

In the event the book-entry only system described below is discontinued, each Bond will bear
interest from the Interest Payment Date next preceding the date of registration thereof, unless such date of
registration is during the period from and including the Record Date next preceding an Interest Payment
Date to and including such Interest Payment Date, in which event it will bear interest from such Interest
Payment Date, or unless such date of registration is on or before the Record Date next preceding the first
Interest Payment Date, in which event it shall bear interest from the delivery date of the Bonds; provided,
that if at the time of registration of any Bond interest is then in default on the Outstanding Bonds, such
Bond will bear interest from the Interest Payment Date to which interest previously has been paid or made
available for payment on the Outstanding Bonds. Payment of interest on the Bonds due on or before the
maturity or prior redemption of the Bonds will be made to the person whose name appears in the
registration books maintained under the Indenture as the Owner thereof as of the close of business on the
Record Date next preceding each Interest Payment Date, such interest to be paid by check mailed by first
class mail, postage prepaid, on each Interest Payment Date to such Owner at his address as it appears in
the registration books maintained under the Indenture, or, upon written request received prior to the
Record Date next preceding an Interest Payment Date of an Owner of at least one million dollars
($1,000,000) in aggregate principal amount of Bonds, by wire transfer in immediately available funds to
an account within the continental United States of America designated by such Owner.

Book-Entry Only System

One fully-registered Bond will be issued for each maturity of the Bonds in the principal amount of
the Bonds of such maturity. It will be registered in the name of Cede & Co. and will be deposited with
DTC. The Authority may decide to discontinue use of the system of book-entry transfers through DTC (or
a successor securities depository). In that event, Bonds will be printed and delivered and will be governed
by the provisions of the Indenture with respect to payment of principal and interest and rights of exchange
and transfer.

There can be no assurance that DTC participants or others will distribute payments with respect to
the Bonds received by DTC or its nominee as the registered Owner, or any prepayment or other notices, to
the Beneficial Owners, or that they will do so on a timely basis, or that DTC will service and act in the
manner described in this Official Statement. See Appendix F hereto for additional information concerning
DTC.



Transfers and Exchanges Upon Termination of Book-Entry Only System

In the event the book-entry system described above is abandoned, Bonds will be printed and
delivered. Thereafter, any Bond may, in accordance with its terms, be transferred upon the books required
to be kept pursuant to the Indenture by the person in whose name it is registered, in person or by his duly
authorized attorney, upon surrender of such Bond for cancellation at the Corporate Trust Office of the
Trustee accompanied by delivery of a duly executed written instrument of transfer. Whenever any Bond
or Bonds will be surrendered for transfer, the Authority will execute and the Trustee will authenticate and
deliver a new Bond or Bonds for a like aggregate principal amount and maturity date. The Trustee will
require the payment by the Owner requesting such transfer of any tax or other governmental charge
required to be paid with respect to such transfer.

The Trustee will not be required to register the transfer of (i) any Bond during the fifteen (15) day
period preceding any date established by the Trustee for selection of Bonds for redemption, (ii) any Bonds
which have been selected for redemption (except for any unredeemed portion of any of such Bonds) or
(iii) any Bonds during the period from any Record Date to any Interest Payment Date.

The Bonds may be exchanged at the Corporate Trust Office of the Trustee for a like aggregate
principal amount of Bonds of the same maturity of other authorized denominations. The Trustee will
require the payment by the Owner requesting such exchange of any tax or other governmental charge
required to be paid with respect to such exchange. No such exchange will be made (i) during the fifteen
(15) days preceding any date established by the Trustee for selection of Bonds for redemption, (ii) of any
Bonds which have been selected for redemption (except for any unredeemed portion of any of such
Bonds) or (iii) of any Bonds during the period from any Record Date to any Interest Payment Date.

Sinking Fund Redemption

Sinking Fund Installments are established under the Indenture for the mandatory redemption and
payment of the Term Bonds maturing on October 1, 2025 which payments will become due during the
years ending on the dates and in the amounts set forth in the following schedule (except that if any Term
Bonds have been optionally redeemed as described below the amounts of such Sinking Fund Installments
will be reduced by the principal amount of all such Term Bonds so optionally redeemed).

Term Bonds Due October 1, 2025

Date Sinking Fund
(October 1) Installment
2019 $920,000
2020 970,000
2021 1,015,000
2022 1,065,000
2023 1,120,000
2024 1,180,000
2025 1,230,000
TMaturity.



Optional Redemption

The Bonds maturing on or before October 1, 2015 are not subject to redemption prior to their
respective stated maturities. The Bonds maturing by their terms on or after October 1, 2016 are subject to
optional redemption by the Authority on any date on and after October 1, 2015, prior to their respective
stated maturity dates, as a whole or in part in such principal amounts and from such maturity dates as
selected by the Authority at the direction of the Program Participant, from funds derived by the Authority
from any lawful source and deposited with the Trustee not less than five (5) days prior to the date of
redemption, upon mailed notice as provided in the Indenture, at a redemption price equal to the principal
amount of the Bonds or the portions thereof redeemed together with interest accrued thereon to the date
fixed for redemption, without premium.

Redemption Procedures

Whenever less than all the Outstanding Bonds maturing on any one date are called for redemption
at any one time, the Trustee will select the Bonds to be redeemed (from the Outstanding Bonds maturing
on such date not previously selected for redemption) by lot in any manner which the Trustee deems fair;
provided, that if less than all the Outstanding Term Bonds maturing on any one date are called for
redemption from proceeds other than Sinking Fund Installment payments at any one time, the Trustee will
calculate a reduction in the Sinking Fund Installment payments required to be made with respect to such
Term Bonds (in an amount equal to the amount of Outstanding Term Bonds to be redeemed). Except for
Sinking Fund Installment redemptions, the Authority will deposit with the Trustee money sufficient to
redeem any Outstanding Bonds not later than five (5) days prior to the redemption date of the Bonds to be
redeemed.

In lieu of redemption of any Term Bonds, amounts on deposit in the Sinking Fund allocable to
such Term Bonds may be used and withdrawn by the Trustee at any time upon the request of the Authority
at the direction of the applicable Program Participant for the purchase of such Term Bonds at public or
private sale as and when and at such prices as the Authority at the direction of the applicable Program
Participant may determine. The principal amount of any Term Bonds so purchased by the Trustee will be
credited toward and will reduce the principal amount of the Term Bonds required to be redeemed on such
Sinking Fund Payment Date.

Notice of redemption of any Bonds or any portions thereof will be mailed by first class mail,
postage prepaid, by the Trustee not less than 30 nor more than 60 days prior to the redemption date of such
Bonds (i) to the respective Owners of the Bonds designated for redemption at their addresses appearing on
the bond registration books kept by the Trustee, (ii) to the Information Services and (iii) to the Securities
Depositories. Each notice of redemption will state the date of such notice, the Bonds to be redeemed, the
date of issue of such Bonds, the redemption date, the redemption price, whether funds are then on deposit
sufficient to pay the redemption price, the place of redemption (including the name and appropriate
address), the CUSIP number (if any) of the maturity or maturities, and, if less than all Bonds of any such
maturity are to be redeemed, the distinctive numbers of the Bonds of such maturity to be redeemed and, in
the case of Bonds to be redeemed in part only, the respective portions of the principal amount thereof to be
redeemed. Each such notice will also state that on such redemption date there will become due and
payable on each of such Bonds the redemption price thereof or of the specified portion of the principal
amount thereof in the case of a Bond to be redeemed in part only, together with interest accrued thereon to
the redemption date, and that from and after such redemption date interest thereon will cease to accrue, and



will require that such Bonds be then surrendered at the Corporate Trust Office of the Trustee specified in
the redemption notice as the place of redemption; provided, that failure by the Trustee to give notice to any
one or more of the Information Services or Securities Depositories, or the insufficiency of any such notice
or the failure of any Owner to receive any redemption notice mailed to such Owner or any immaterial
defect in the notice so mailed shall not affect the sufficiency of the proceedings for the redemption of any
Bonds.

From and after the date fixed for redemption of any Bonds or any portions thereof, if notice of such
redemption will have been duly given and funds available for the payment of such redemption price of the
Bonds or such portions thereof so called for redemption will have been duly provided, no additional
interest will accrue on such Bonds or such portions thereof from and after the redemption date specified in
such notice.

Debt Service Schedule

The following table shows the annual Installment Payments due from each Program Participant
and the debt service requirements for the Bonds.
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Schedule of Annual Installment Payments
and Debt Service on the Bonds

Sonoma County Water

Agency

Annual (Airport-Larkfield- Sonoma Valley County

Period South Park County Wikiup Sanitation Sanitation City of

Ending Sanitation District Zone) District Eureka Aggregate Aggregate

October 1 Installment Payments Installment Payments Installment Payments  Installment Payments Principal Interest Total
2006 $243,444.00 $464,684.00 $998,352.00 $626,466.67 $1,185,000.00 $1,147,946.67 $2,332,946.67
2007 241,878.75 462,576.25 1,003,767.50 622,167.50 1,285,000.00 1,045,390.00 2,330,390.00
2008 243,853.75 461,801.25 1,005,342.50 624,055.00 1,325,000.00 1,010,052.50 2,335,052.50
2009 240,633.75 460,781.25 1,001,022.50 620,515.00 1,350,000.00 972,952.50 2,322,952.50
2010 242,183.75 464,181.25 1,004,872.50 626,215.00 1,405,000.00 932,452.50 2,337,452.50
2011 243,343.75 461,821.25 1,006,512.50 620,815.00 1,445,000.00 887,492.50 2,332,492.50
2012 239,218.75 464,066.25 1,001,597.50 624,925.00 1,490,000.00 839,807.50 2,329,807.50
2013 239,968.75 465,736.25 1,005,247.50 623,195.00 1,545,000.00 789,147.50 2,334,147.50
2014 245,418.75 461,811.25 1,002,072.50 620,770.00 1,595,000.00 735,072.50 2,330,072.50
2015 240,308.75 467,321.25 1,001,777.50 622,447.50 1,655,000.00 676,855.00 2,331,855.00
2016 240,058.75 462,008.75 1,004,527.50 623,197.50 1,715,000.00 614,792.50 2,329,792.50
2017 244,476.25 461,228.75 1,005,070.00 622,990.00 1,785,000.00 548,765.00 2,333,765.00
2018 243,431.25 464,918.75 1,008,800.00 622,000.00 1,860,000.00 479,150.00 2,339,150.00
2019 242,031.25 462,718.75 -- 620,000.00 920,000.00 404,750.00 1,324,750.00
2020 238,781.25 466,968.75 -- 623,000.00 970,000.00 358,750.00 1,328,750.00
2021 240,281.25 460,218.75 -- 624,750.00 1,015,000.00 310,250.00 1,325,250.00
2022 241,281.25 462,968.75 -- 620,250.00 1,065,000.00 259,500.00 1,324,500.00
2023 241,781.25 459,718.75 - 624,750.00 1,120,000.00 206,250.00 1,326,250.00
2024 241,781.25 465,718.75 - 622,750.00 1,180,000.00 150,250.00 1,330,250.00
2025 241,281.25 460,468.75 -- 619,500.00 1,230,000.00 91,250.00 1,321,250.00
2026 245,281.25 464,468.75 -- 680,000.00 29,750.00 709,750.00
Total $5,080,719.00 $9,726,186.50 $13,048,962.00 $12,454,759.17 $27,820,000.00 $12,490,626.67  $40,310,626.67
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SECURITY FOR THE BONDS
Security under the Indenture

Under the Indenture, the Authority irrevocably transfers and assigns over to the Trustee all of the
Installment Payments received by the Authority under the Installment Purchase Agreements and any and
all rights it has to enforce the obligations of the Program Participants under the Installment Purchase
Agreements. The Installment Payments received by the Trustee (the "Revenues™) and in the other funds or
accounts (except the Rebate Fund) are irrevocably pledged by the Authority to the punctual payment of the
Bonds. The Revenues and such other funds and accounts are not permitted to be used for any other
purpose while any of the Bonds remain Outstanding; subject to the provisions permitting the application
thereof for the purposes and on the conditions and terms set forth therein. The Indenture provides that this
pledge constitutes a first lien on the Revenues and such other money for the payment of the Bonds in
accordance with the terms thereof.

The Indenture establishes a special fund known as the "Revenue Fund" held by the Trustee into
which all Installment Payments are deposited. The money in the Revenue Fund is required to be
transferred by the Trustee for deposit in the following respective funds (each of which is maintained with
the Trustee) at the following times and in the following order of priority:

Q) Interest Fund;

2 Principal Fund,;
3) Sinking Fund; and
4) Reserve Fund.

Interest Fund. The Trustee will transfer for deposit in the Interest Fund before each Interest
Payment Date, an amount of money from the Revenue Fund which is equal to the aggregate amount of the
interest becoming due and payable on all Outstanding Bonds on such Interest Payment Date.

Principal Fund. The Trustee will transfer for deposit in the Principal Fund before October 1 of
each year, an amount of money from the Revenue Fund which, together with any money contained in the
Principal Fund, is equal to the aggregate amount of the principal becoming due and payable on all
Outstanding Serial Bonds on such Principal Payment Date.

Sinking Fund. The Trustee will transfer for deposit in the Sinking Fund before October 1 of each
year as required, an amount of money from the Revenue Fund equal to the Sinking Fund Installments
payable on such Sinking Fund Payment Date.

Reserve Fund. Concurrently with the issuance of the Bonds, the Trustee is to establish, maintain
and hold in trust a separate fund designated as the Reserve Fund. Separate Reserve Accounts for each
Participant are created within the Reserve Fund. In the event of a withdrawal of amounts from any
Reserve Account within the Reserve Fund to make payments to the Interest Fund, Principal Fund or
Sinking Fund, the Trustee will deposit in such Reserve Account moneys from the Revenue Fund necessary
to restore the amount in such Reserve Account to the Reserve Account Requirement but only from the
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Installment Payments made for such purpose by the Program Participants who are obligated under the
Installment Purchase Agreements to restore said amounts; provided, that if there has been a draw upon any
policy of insurance, surety bond, letter of credit or other comparable credit facility used to provide all or a
portion of the Reserve Account Requirement, said Installment Payments will be applied to reimburse the
provider of such instrument for payments made under such draw plus its expenses in connection therewith.
Under each Installment Purchase Agreement, each Program Participant is obligated only to replenish the
Reserve Fund for withdrawals therefrom caused by deficiencies in such Program Participant's payment of
Installment Payments.

Reserve Fund

Under the Indenture, the Trustee holds in trust a separate fund designated as the Reserve Fund.
The Reserve Fund consists of separate, segregated Reserve Accounts established for each Program
Participant. The amount on deposit in each Reserve Account is required to be maintained in an amount at
least equal to the Reserve Account Requirement for such Reserve Account. The Reserve Account
Requirements for each Installment Purchase Agreement are set forth below and generally are equal to the
maximum annual Installment Payments payable by each Program Participant. Each Reserve Account will
be available only to cover a deficiency in the Installment Payments under the related Installment Purchase
Agreement. Under the Installment Agreements, Program Participants will only be obligated to replenish
draws on the Reserve Account relating to such Program Participant.

The Reserve Account Requirements will be satisfied with Bond proceeds or a debt service reserve
fund insurance policy (the "Reserve Policy™) to be issued by Financial Security Assurance Inc. See
"BOND INSURANCE - The Bond Insurer" for information on Financial Security Assurance Inc. The
total stated amount of the Reserve Policy is $2,348,006.67 (only a portion of such amount is available to
each Reserve Account as shown in the table below).

The table below describes the Reserve Account Requirement for each Reserve Account and
whether such Reserve Account has been satisfied with Bond proceeds or the Reserve Policy.

Reserve Accounts Information

Reserve Account Bond Proceeds and/or

Participant Requirement Reserve Policy
City of Eureka $626,466.67 Reserve Policy
Sonoma Valley County Sanitation $1,008,800.00 Reserve Policy
District
Sonoma County Water Agency (Airport- $467,321.25 Reserve Policy
Larkfield-Wikiup Sanitation Zone)
South Park County Sanitation District $245,418.75 Reserve Policy

Pledge of System Net Revenues under the Installment Purchase Agreements

Each Installment Purchase Agreement provides that all System Net Revenues and all amounts on
deposit in the System Revenue Fund are irrevocably pledged to the payment of the Installment Payments
and that the System Net Revenues will not be used for any other purpose while any of the Installment
Payments remain unpaid. The Installment Purchase Agreement provide that this pledge, together with the
pledge created by any other Parity Debt (i.e., the Installment Payments and any other parity obligations of
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the Program Participant), and subject to any permitted prior liens on Revenues, constitutes a lien on
System Net Revenues for the payment of the Installment Payments and all other Parity Debt.

"System Net Revenues" is defined under the Installment Purchase Agreements as, for any period
System Revenues less Operation and Maintenance Costs for such period; provided that certain adjustments
in the amount of System Net Revenue deemed collected during a Fiscal Year may be made in connection
with amounts deposited in the Rate Stabilization Fund. "System Revenues” is defined under the
Installment Purchase Agreements as all gross income and revenue received or receivable by the Program
Participant from the ownership or operation of the System, determined in accordance with Generally
Accepted Accounting Principles, including all fees (including connection fees), rates, charges and all
amounts paid under any contracts received by or owed to the Program Participant in connection with the
operation of the System and all proceeds of insurance relating to the System and investment income
allocable to the System and all other income and revenue howsoever derived by the Program Participant
from the ownership or operation of the System or arising from the System, subject to and after satisfaction
of any Prior Liens.

"Operation and Maintenance Costs" is defined under the Installment Purchase Agreement as the
reasonable and necessary costs paid or incurred by the Program Participant for maintaining and operating
the System, determined in accordance with Generally Accepted Accounting Principles, including all
reasonable expenses of management and repair and all other expenses necessary to maintain and preserve
the System in good repair and working order, and including all administrative costs of the Program
Participant that are charged directly or apportioned to the operation of the System, such as salaries and
wages of employees, overhead, taxes (if any) and insurance premiums (including payments required to be
paid into any self-insurance funds), and including all other reasonable and necessary costs of the Program
Participant or charges required to be paid by it to comply with the terms of the Agreement or of any
Supplemental Agreement or of any resolution authorizing the execution of any Parity Debt, such as
compensation, reimbursement and indemnification of the Trustee and the Authority and fees and expenses
of Independent Certified Public Accountants; but excluding in all cases (i) payment of Parity Debt and
Subordinate Obligations, (ii) costs of capital additions, replacements, betterments, extensions or
improvements which under Generally Accepted Accounting Principles are chargeable to a capital account,
and (iii) depreciation, replacement and obsolescence charges or reserves therefor and amortization of
intangibles.

In order to carry out and effectuate such pledge each Program Participant agrees and covenants that
all System Revenues will be deposited when and as received in a special fund designated as the "System
Revenue Fund”, which fund the Program Participant agrees and covenants to maintain and to hold separate
and apart from other funds so long as any Installment Payments remain unpaid. The Program Participant
is required, from the moneys in the System Revenue Fund, to pay all Operation and Maintenance Costs
(including amounts reasonably required to be set aside in contingency reserves for Operation and
Maintenance Costs, the payment of which is not then immediately required) as such Operation and
Maintenance Costs become due and payable. Thereafter, all remaining moneys in the System Revenue
Fund are required to be set aside by the Program Participant at the following times for the transfer to the
following respective special funds in the following order of priority.

Installment Payments. Not later than each Installment Payment Date (i.e., March 15 and
September 15 of each year), the Program Participant is required, from the moneys in the System Revenue
Fund, to transfer to the Trustee the Installment Payment due and payable on that Installment Payment
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Date. The Program Participant will also, from the moneys in the System Revenue Fund, transfer to the
applicable trustee for deposit in the respective payment fund, without preference or priority, and in the
event of any insufficiency of such moneys ratably without any discrimination or preference, any other
Parity Obligation Payments in accordance with the provisions of any Parity Obligation.

Reserve Account. On or before the first Business Day of each month, the Program Participant is
required, from the remaining moneys in the System Revenue Fund, thereafter, without preference or
priority, and in the event of any insufficiency of such moneys ratably without any discrimination or
preference, to transfer to the Trustee for deposit in the Revenue Fund for application to the Program
Participant Reserve Account within the Reserve Fund in accordance with the Indenture and to the
applicable trustee for such other reserve accounts, if any, as may have been established in connection with
Parity Obligations that sum, if any, necessary to restore the Reserve Account to an amount equal to the
Reserve Account Requirement and otherwise replenish the Reserve Fund for any withdrawals to pay the
Installment Payments due under the related Installment Purchase Agreement and necessary to restore such
other reserve accounts to an amount equal to the amount required to be maintained therein; provided that
payments to restore the Reserve Account after a withdrawal will be in an amount equal to 1/12 of the
aggregate amount needed to restore the Reserve Account to the Reserve Account Requirement as of the
date of the withdrawal.

Surplus. Moneys on deposit in the System Revenue Fund not necessary to make any of the
payments required above, may be expended by the Program Participant at any time for any purpose
permitted by law, including but not limited to payments with respect to Subordinate Obligations and
deposits to the Rate Stabilization Fund.

No Cross-Collateralization Among Participants. No Program Participant has covenanted to pay the
Installment Payments of any other Program Participant or to make up any deficit in the Reserve Fund
which occurs by reason of another Program Participant's nonpayment. For this reason, a default in the
payment of Installment Payments by any single Program Participant could cause a default in the payments
of principal and interest on the Bonds if moneys in such Program Participant's Reserve Account are
insufficient to make up the deficit caused by such nonpayment.

Additional Debt Tests under Installment Purchase Agreements

Each Installment Purchase Agreement provides that the Program Participant which is a party to
such Agreement may at any time enter into obligations secured by a lien and charge upon the System Net
Revenues of such Program Participant equal to and on a parity with the lien and charge securing the
Installment Payments, but only if the System Net Revenues for the last completed Fiscal Year or any 12
consecutive months within the last 18 months preceding the date of execution of such Parity Debt, as
shown by a Certificate of the Program Participant on file with the Trustee, plus an allowance for increased
System Net Revenues arising from any increase in the rates, fees and charges of the System which became
effective prior to the date of the execution of such Parity Debt but which, during all or any part of such 12
month period, was not in effect, in an amount equal to the amount by which the System Net Revenues
would have been increased if such increase in rates, fees and charges had been in effect during the whole
of such 12 month period, as shown by a Certificate of the Program Participant on file with the Trustee,
produce a sum equal to at least 120% of the Maximum Annual Debt Service as calculated after the
execution of such Parity Debt; provided that for Sonoma Valley County Sanitation District such shall
produce a sum equal to at least 110% of the Maximum Annual Debt Service as calculated after the
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execution of such Parity Debt; provided, that in the event that all or a portion of such Parity Debt is to be
issued for the purpose of refunding and retiring any Parity Debt then Outstanding, interest and principal
payments on the Parity Debt to be so refunded and retired from the proceeds of such Parity Debt being
issued shall be excluded from the foregoing computation of Maximum Annual Debt Service; provided
further, that the Program Participant may at any time issue Parity Debt without compliance with the
foregoing conditions if the Annual Debt Service for each Fiscal Year during which such Parity Debt is
Outstanding will not be increased by reason of the issuance of such Parity Debt; and provided further, an
adjustment will be made in the amount of System Net Revenues for amounts deposited into or withdrawn
from the Rate Stabilization Fund of the Program Participant.

Rate Covenant under the Installment Purchase Agreements

Each Installment Purchase Agreement provides that the related Program Participant will fix,
prescribe and collect rates, fees and charges and manage the operation of the System for each Fiscal Year
so as to yield System Revenues at least sufficient, after making reasonable allowances for contingencies
and errors in the estimates, to pay the following amounts during such Fiscal Year:

0] All current Operation and Maintenance Costs.

(i)  The Installment Payments and payments for other Parity Debt and the payment of the
Subordinate Obligations as they become due and payable.

(iii)  All payments required for compliance with the terms of the Instalilment Purchase
Agreement, including restoration of the Program Participant's Reserve Account to an amount equal to the
Reserve Account Requirement, and of any Supplemental Agreement.

(iv)  All payments to meet any other obligations of the Program Participant which are charges,
liens or encumbrances upon, or payable from, the System Net Revenues.

In addition to the foregoing requirements, the Program Participant will, to the maximum extent
permitted by law, fix, prescribe and collect rates, fees and charges and manage the operation of the System
for each Fiscal Year so as to yield System Net Revenues during such Fiscal Year equal to at least 120%
(110% for the Sonoma Valley County Sanitation District) of the Annual Debt Service in such Fiscal Year;
provided, an adjustment will be made to the amount of System Net Revenues for amounts deposited into
or withdrawn from the Rate Stabilization Fund of the Program Participant.

Rate Stabilization Fund under the Installment Purchase Agreements

Each Installment Purchase Agreement creates a Rate Stabilization Fund. Each Program Participant
may, during or within 210 days after a Fiscal Year, deposit System Net Revenues attributable to such
Fiscal Year (on the basis of Generally Accepted Accounting Principles) into the Rate Stabilization Fund.
The Program Participant may at any time withdraw moneys from the Rate Stabilization Fund. System Net
Revenues deposited into the Rate Stabilization Fund will not be taken into account as System Net
Revenues for purposes of the calculations required by the covenants in the Installment Purchase
Agreement relating to System Net Revenue coverage and additional parity debt in the Fiscal Year to which
such deposit is attributable, and amounts withdrawn from the Rate Stabilization Fund, during or within
210 days after a Fiscal Year, may be taken into account as Revenues for purposes of the calculations
required by such covenants in such Fiscal Year.
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BOND INSURANCE

The following information has been furnished by Financial Security Assurance Inc. (the "Bond
Insurer") for use in this Official Statement. No representation is made by the Program Participants, the
Authority or the Underwriter as to the accuracy, completeness or adequacy of such information, or as to
the absence of material adverse changes in the condition of the Bond Insurer subsequent to the date hereof,
including but not limited to a downgrade in the credit ratings of the Bond Insurer. Reference is made to
Appendix E for a specimen of the Bond Insurer's municipal bond insurance policy.

The Municipal Bond Insurance Policy

Concurrently with the issuance of the Bonds, the Bond Insurer will issue its Municipal Bond
Insurance Policy for the Bonds. The Municipal Bond Insurance Policy guarantees the scheduled payment
of principal of and interest on the Bonds when due as set forth in the form of the Municipal Bond
Insurance Policy included as Appendix E to this Official Statement.

The Municipal Bond Insurance Policy is not covered by any insurance security or guaranty fund
established under New York, California, Connecticut or Florida insurance law.

The Bond Insurer

The Bond Insurer is a New York domiciled financial guaranty insurance company and a wholly
owned subsidiary of Financial Security Assurance Holdings Ltd. ("Holdings"). Holdings is an indirect
subsidiary of Dexia, S.A., a publicly held Belgian corporation, and of Dexia Credit Local, a direct wholly-
owned subsidiary of Dexia, S.A. Dexia, S.A., through its bank subsidiaries, is primarily engaged in the
business of public finance, banking and asset management in France, Belgium and other European
countries. No shareholder of Holdings or the Bond Insurer is liable for the obligations of the Bond Insurer.

At March 31, 2005, the Bond Insurer's total policyholders' surplus and contingency reserves were
approximately $2,321,918,000 and its total unearned premium reserve was approximately $1,672,672,000
in accordance with statutory accounting principles. At March 31, 2005, the Bond Insurer's total
shareholder’s equity was approximately $2,726,667,000 and its total net unearned premium reserve was
approximately $1,356,678,000 in accordance with generally accepted accounting principles.

The financial statements included as exhibits to the annual and quarterly reports filed by Holdings
with the Securities and Exchange Commission are hereby incorporated herein by reference. Also
incorporated herein by reference are any such financial statements so filed from the date of this Official
Statement until the termination of the offering of the Bonds. Copies of materials incorporated by reference
will be provided upon request to Financial Security Assurance Inc.: 350 Park Avenue, New York, New
York 10022, Attention: Communications Department (telephone (212) 826-0100).

The Municipal Bond Insurance Policy does not protect investors against changes in market value
of the Bonds, which market value may be impaired as a result of changes in prevailing interest rates,
changes in applicable ratings or other causes. The Bond Insurer makes no representation regarding the
Bonds or the advisability of investing in the Bonds. The Bond Insurer makes no representation regarding
the Official Statement, nor has it participated in the preparation thereof, except that the Bond Insurer has
provided to the Authority the information presented under this caption for inclusion in the Official
Statement.
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CONSTITUTIONAL LIMITATIONS ON APPROPRIATIONS AND CHARGES
Article XI11B

Acrticle XI1IB of the California State Constitution limits the annual appropriations of the State and
of any city, county, school district, authority or other political subdivision of the State to the level of
appropriations of the particular governmental entity for the prior fiscal year, as adjusted for changes in the
cost of living and population. The "base year" for establishing such appropriation limit is the 1978/79
fiscal year and the limit is to be adjusted annually to reflect changes in population and consumer prices.
Adjustments in the appropriations limit of an entity may also be made if (i) the financial responsibility for
a service is transferred to another public entity or to a private entity, (ii) the financial source for the
provision of services is transferred from taxes to other revenues, or (iii) the voters of the entity approve a
change in the limit for a period of time not to exceed four years.

Appropriations subject to Article XI11B generally include the proceeds of taxes levied by the State
or other entity of local government, exclusive of certain State subventions and refunds of taxes. "Proceeds
of taxes" include, but are not limited to, all tax revenues and the proceeds to an entity of government from
(1) regulatory licenses, user charges, and user fees (but only to the extent such proceeds exceed the cost of
providing the service or regulation), and (ii) the investment of tax revenues. Article XIIIB includes a
requirement that if an entity's revenues in any year exceed the amounts permitted to be spent, the excess
would have to be returned by revising tax rates or fee schedules over the subsequent two years.

Certain expenditures are excluded from the appropriations limit including payments of
indebtedness existing or legally authorized as of January 1, 1979, or of bonded indebtedness thereafter
approved by the voters and payments required to comply with court or federal mandates which without
discretion require an expenditure for additional services or which unavoidably make the providing of
existing services more costly.

The Program Participants are of the opinion that their service charges do not exceed the costs they
reasonably bear in providing such services and therefore are not subject to the limits of Article XIIIB.

Proposition 218

An initiative measure entitled the "Right to VVote on Taxes Act" (“Proposition 218™) was approved
by the voters of the State of California at the November 5, 1996 general election. Proposition 218 added
Articles X111C and Article XIIID to the California Constitution.

Proposition 218 requires that any agency imposing or increasing any property-related fee or charge
must provide written notice 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, if and to the extent that a fee or charge imposed by a Program Participant is ultimately
determined to be a "fee" or "charge" as defined in Proposition 218, a Program Participant's ability to
increase such fee or charge may be limited by a majority protest.

In addition, Proposition 218 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
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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, 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
Program Participants believe that their current fees and charges comply with these limitations.

Proposition 218 provides that stand-by charges, whether characterized as charges or assessments,
are classified as assessments and cannot be imposed without compliance with the provisions of
Proposition 218 pertaining assessments.

Under the Installment Purchase Agreements, the Program Participants have covenanted, to the
maximum extent permitted by law, to establish and collect sufficient rates and charges to comply with the
rate covenants thereunder. See "SECURITY FOR THE BONDS - Rate Covenant under the Installment
Purchase Agreements™ herein. For information concerning the Program Participants, including projections
of future rate increases, see Appendix B attached hereto.

Article XIIIC provides that the initiative power shall not be prohibited or otherwise limited in
matters of reducing or repealing any local tax, assessment, fee or charge and that the power of initiative to
affect local taxes, assessments, fees and charges shall be applicable to all local governments. Article
XIHIC does not define the terms "local tax,” "assessment,” "fee™ or "charge,” so it is unclear that the
definitions set forth in Article XIIID referred to above will be applicable to Article XIIIC. Moreover, the
provisions of Article XII1IC are not expressly limited to local taxes, assessments, fees and charges imposed
after November 6, 1996. Therefore, in the absence of other limitations, it is unclear whether the provisions
of Article XIIIC could be applicable to the fees and charges charged by the Program Participants. The
Program Participants do not believe that Article XI1IC grants to the voters the power to repeal or reduce
rates and charges in a manner which would be inconsistent with the Program Participant's contractual
obligations, including but not limited to, the obligation to pay Installment Payments. There can be no
assurance of the availability of particular remedies adequate to protect the interests of Bond Owners.
Remedies available to Bond Owners in the event of a default are dependent upon judicial actions which
are often subject to discretion and delay and could prove both expensive and time-consuming to obtain.

Proposition 218 defines the terms "fee" and "charge” to mean "any levy other than an ad valorem
tax, a special tax or an assessment, imposed by an agency upon a parcel or upon a person as an incident of
property ownership, including user fees or charges for a property-related service." A "property-related
service" is defined as "a public service having a direct relationship to property ownership.”

In July 1997, the Authority General of the State of California issued an opinion to the effect that
Article XD does not apply to water fees or charges which are based on the volume of consumption. In
November 2000, the Second District Court of Appeal held in Howard Jarvis Taxpayers Association v. City
of Los Angeles that water service fees and charges, where based primarily on consumption, were not "fees"
or "charges™ within the meaning of Article XIIID. The California State Supreme Court denied review of
the Howard Jarvis Taxpayers Association Case.

In February 2004, the California Supreme Court in Richmond et al. v. Shasta Community Services
District upheld a Court of Appeal decision that water connection fees were not property related fees and
charges subject to Article XIIID. The California Supreme Court’s opinion in Richmond contained dicta
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that charges for ongoing water service were property related and, thus, subject to Article XI1ID. However,
subsequent to the California Supreme Court’s decision in Richmond, the Fourth District Court of Appeal
held in Bighorn-Desert View Water Agency v. Beringson that usage-based water rates are not subject to
Proposition 218. The appellate court reasoned that such fees were not property related as provided in
Proposition 218 or, if property related, were exempt from Proposition 218 as a fee or charge for water
services. On October 27, 2004, the California Supreme Court granted a petition for review of the Bighorn
decision.

Certain aspects of the impact of Proposition 218 in these and other areas remain unclear as court
decisions interpreting the application of Proposition 218 to various circumstances continue to be published
on a frequent basis. The fees and charges collected by the Program Participants are based on various
criteria. See Appendix B attached hereto.

Future Initiatives

Avrticles XIIB, XIIIC and XIIID were adopted as measures that qualified for the ballot pursuant to
California’s initiative process. From time to time other initiatives could be proposed and adopted affecting
the Program Participants' revenues or ability to increase revenues.

RISK FACTORS

The following section describes certain risk factors affecting the payment of and security for the
Bonds. The following discussion of risks is not meant to be an exhaustive list of the risks associated with
the purchase of the Bonds and does not necessarily reflect the relative importance of the various issues.
Potential investors are advised to consider the following factors, along with all other information in this
Official Statement, in evaluating the Bonds. There can be no assurance that other risk factors will not
become material in the future.

General

The payment of principal of and interest on the Bonds is secured solely by a pledge of the
Revenues and certain funds under the Indenture. Revenues consist of Installment Payments to be made by
Program Participants. The obligation of each Program Participant to make Installment Payments is
secured by the System Net Revenues of such Program Participant. No assurance can be made that System
Net Revenues, estimated or otherwise, will be realized by any Program Participant in an amount sufficient
to pay the Installment Payments of such Program Participant. The realization of future System Net
Revenues is subject to, among other things, the capabilities of management of the Program Participants,
the ability of the Program Participants to provide services to its users, and the ability of the Program
Participants to establish and maintain charges sufficient to provide the required debt service coverage as
well as pay for Operation and Maintenance Costs.

Among other matters, inadequate sources of water, general and local economic conditions and
changes in law and government regulations (including initiatives and moratoriums on growth) could
adversely affect the amount of System Revenues realized by the Program Participants and ultimately the
ability of the Program Participants to pay the Installment Payments.
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No Cross-Collateralization

No Program Participant has covenanted to pay the Installment Payments of any other Program
Participant or to make up any deficit in the Reserve Fund which occurs by reason of another Program
Participant's nonpayment. For this reason, a default in the payment of Installment Payments by any single
Program Participant could cause a default in the payments of principal and interest on the Bonds if moneys
in such Program Participant's Reserve Account are insufficient to make up the deficit caused by such
nonpayment.

Earthquakes, Floods, Fires, Drought or Other Natural Conditions

Earthquakes, floods, fires or other natural disasters could interrupt operation of the Systems of the
Program Participants and cause increased costs and thereby interrupt the ability of the Program
Participants to realize System Net Revenues sufficient to pay the Installment Payments. Many of the
Program Participants are located in active seismic areas and, in certain cases, flood zones. The Program
Participants are not obligated under the Installment Purchase Agreements to have earthquake or flood
insurance. Further, Southern California and certain southwestern states are currently experiencing
drought. Such drought may negatively impact the cost and availability of water for the Program
Participants.

Investment of Funds

All funds and accounts held under the Indenture are required to be invested in Authorized
Investments as provided under the Indenture. See Appendix C attached hereto for a summary of the
definition of Authorized Investments. See the Program Participants' financial statements attached as
Appendix A for a summary of the Program Participants’ investments as of the date of such financial
statements. All investments, including the Authorized Investments and those authorized by law from time
to time for investments by public agencies contain a certain degree of risk. Such risks include, but are not
limited to, a lower rate of return than expected, loss of market value and loss or delayed receipt of
principal. The occurrence of these events with respect to amounts held under the Indenture or by the
Program Participants could have a material adverse effect on the security of the Bonds.

Limitations on Remedies and Bankruptcy

The rights and remedies provided in the Indenture and the Installment Purchase Agreements may
be limited by and are subject to bankruptcy, insolvency, reorganization, moratorium, fraudulent
conveyance and other similar laws affecting creditors' rights, to the application of equitable principles if
equitable remedies are sought, and to the exercise of judicial discretion in appropriate cases and to
limitations on legal remedies against public agencies in the State of California. The various opinions of
counsel to be delivered with respect to such documents, including the opinion of Bond Counsel (the form
of which is attached as Appendix D), will be similarly qualified.

The enforcement of the remedies provided in the Installment Purchase Agreements and the
Indenture could prove both expensive and time consuming. In the event of a default, the Trustee is not
empowered to sell the Projects in order to pay debt service on the Bonds. In addition, the rights and
remedies provided in the Installment Purchase Agreements and Indenture may be limited by and are
subject to provisions of the federal bankruptcy laws, as now or hereafter enacted, and to other laws or
equitable principles that may affect creditors' rights. If a Program Participant were to file a petition under
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Chapter 9 of the Bankruptcy Code (Title 11, United States Code), the Bondholders and the Trustee could
be prohibited or severely restricted from taking any steps to enforce their rights under the Installment
Purchase Agreements and from taking any steps to collect amounts due from the Program Participant
under the Installment Purchase Agreements.

THE AUTHORITY

The California Statewide Communities Development Authority (the "Authority™) is a joint exercise
of powers authority duly organized and operating pursuant to Article 1 (commencing with Section 6500)
of Chapter 5, Division 7, Title 1 of the California Government Code, and pursuant to an agreement which
became dated as of June 1, 1988, by and among various cities, counties, and special districts, and is
qualified to issue the Bonds under the Law.

Neither the faith and credit nor the taxing power of the State of California or any public agency
thereof or the Authority or any Program Participant or any member of the Authority is pledged to the
payment of the Bonds. The Bonds do not constitute a debt, liability or obligation of the State of California
or any public agency thereof (other than the Authority payable solely from the Revenues) or any Program
Participant or any member of the Authority, and neither the directors of the Authority nor any persons
executing the Bonds are liable personally on the Bonds by reason of their issuance. The Authority has no
taxing power.

LEGAL MATTERS

The legality and enforceability of the Bonds are subject to the approval of Hawkins Delafield &
Wood LLP, San Francisco, California, acting as Bond Counsel. The form of such legal opinion is attached
hereto as Appendix D. Hawkins Delafield & Wood LLP, San Francisco, California, has also served as
Disclosure Counsel. Certain legal matters will be passed upon by the counsel to the Authority and the
counsels to the Program Participants.

LITIGATION

The Authority will certify to the effect that, to the best knowledge of the Authority, there is no
action, suit, proceeding, inquiry or investigation, at law or in equity, before or by any court, regulatory
agency, public board or body pending other than as described in the Official Statement (i) in any way
questioning the existence of the Authority or the titles of the officers of the Authority to their respective
offices; (ii) affecting, contesting or seeking to prohibit, restrain or enjoin the issuance or delivery of any of
the Bonds, or the payment or collection of any amounts pledged or to be pledged to pay the principal of
and interest on the Bonds, or in any way contesting or affecting the validity of the Bonds or the related
legal documents or the consummation of the transactions contemplated thereby, or contesting the
exclusion of the interest on the Bonds from taxation or contesting the powers of the Authority to assign
and pledge the Installment Payments; or (iii) contesting the completeness or accuracy of the Preliminary
Official Statement (excluding all appendices) or the Official Statement (excluding all appendices) or any
supplement or amendment thereto or asserting that the Preliminary Official Statement (excluding all
appendices) or the Official Statement (excluding all appendices) contained any untrue statement of a
material fact or omitted to state any material fact required to be stated therein or necessary to make the
statements therein, in the light of the circumstances under which they were made, not misleading.
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Each Program Participant will certify to the effect that, other than as described in the Official
Statement, including all appendices hereto, there is no action, suit, proceeding, inquiry or investigation, at
law or in equity, before or by any court, regulatory agency, public board or body pending or, to the best
knowledge of the Program Participant, threatened (i) in any way questioning the existence of the Program
Participant or the titles of the officers of the Program Participant to their respective offices; (ii) in any way
contesting or affecting the validity of the legal documents relating to the Bonds entered into by the
Program Participant or the consummation of the transactions contemplated thereby, (iii) which may result
in any material adverse change relating to the finances or operations of the Program Participant; or (iv)
contesting the completeness or accuracy of the Preliminary Official Statement or the Official Statement or
any supplement or amendment thereto or asserting that the Preliminary Official Statement or the Official
Statement contained any untrue statement of a material fact or omitted to state any material fact required to
be stated therein or necessary to make the statements therein, in the light of the circumstances under which
they were made, not misleading. See Appendix B for certain information related to any litigation affecting
the Program Participants.

TAX MATTERS
Opinion of Bond Counsel

In the opinion of Hawkins Delafield & Wood LLP, Bond Counsel to the Authority, under existing
statutes and court decisions and assuming continuing compliance with certain tax covenants described
herein, (i) interest on the Bonds is excluded from gross income for Federal income tax purposes pursuant
to Section 103 of the Internal Revenue Code of 1986, as amended (the "Code™), and (ii) interest on the
Bonds is not treated as a preference item in calculating the alternative minimum tax imposed on
individuals and corporations under the Code; such interest, however, is included in the adjusted current
earnings of certain corporations for purposes of calculating the alternative minimum tax imposed on such
corporations. In rendering its opinion, Bond Counsel has relied on certain representations, certifications of
fact, and statements of reasonable expectations made by the Authority in connection with the Bonds, and
Bond Counsel has assumed compliance by the Authority with certain ongoing covenants to comply with
applicable requirements of the Code to assure the exclusion of interest on the Bonds from gross income
under Section 103 of the Code.

In addition, in the opinion of Bond Counsel to the Authority, under existing statutes, interest on the
Bonds is exempt from personal income taxes imposed by the State of California.

Bond Counsel expresses no opinion regarding any other Federal or state tax consequences with
respect to the Bonds. Bond Counsel renders its opinion under existing statutes and court decisions as of
the issue date, and assumes no obligation to update its opinion after the issue date to reflect any future
action, fact or circumstance, or change in law or interpretation, or otherwise. Bond Counsel expresses no
opinion on the effect of any action hereafter taken or not taken in reliance upon an opinion of other counsel
on the exclusion from gross income for Federal income tax purposes of interest on the Bonds, or under
state and local tax law.

23



Certain Ongoing Federal Tax Requirements and Covenants

The Code establishes certain ongoing requirements that must be met subsequent to the issuance
and delivery of the Bonds in order that interest on the Bonds be and remain excluded from gross income
under Section 103 of the Code. These requirements include, but are not limited to, requirements relating
to use and expenditure of gross proceeds of the Bonds, yield and other restrictions on investments of gross
proceeds, and the arbitrage rebate requirement that certain excess earnings on gross proceeds be rebated to
the Federal government. Noncompliance with such requirements may cause interest on the Bonds to
become included in gross income for Federal income tax purposes retroactive to their issue date,
irrespective of the date on which such noncompliance occurs or is discovered. The Authority has
covenanted to comply with certain applicable requirements of the Code to assure the exclusion of interest
on the Bonds from gross income under Section 103 of the Code.

Certain Collateral Federal Tax Consequences

The following is a brief discussion of certain collateral Federal income tax matters with respect to
the Bonds. It does not purport to address all aspects of Federal taxation that may be relevant to a particular
owner of a Bond. Prospective investors, particularly those who may be subject to special rules, are
advised to consult their own tax advisors regarding the Federal tax consequences of owning and disposing
of the Bonds.

Prospective owners of the Bonds should be aware that the ownership of such obligations may
result in collateral Federal income tax consequences to various categories of persons, such as corporations
(including S corporations and foreign corporations), financial institutions, property and casualty and life
insurance companies, individual recipients of Social Security and railroad retirement benefits, individuals
otherwise eligible for the earned income tax credit, and taxpayers deemed to have incurred or continued
indebtedness to purchase or carry obligations the interest on which is excluded from gross income for
Federal income tax purposes. Interest on the Bonds may be taken into account in determining the tax
liability of foreign corporations subject to the branch profits tax imposed by Section 884 of the Code.

Original Issue Discount

"Original issue discount” ("OID") is the excess of the sum of all amounts payable at the stated
maturity of a Bond (excluding certain "qualified stated interest” that is unconditionally payable at least
annually at prescribed rates) over the issue price of that maturity. In general, the "issue price” of a
maturity means the first price at which a substantial amount of the Bonds of that maturity was sold
(excluding sales to bond houses, brokers, or similar persons acting in the capacity as underwriters,
placement agents, or wholesalers). In general, the issue price for each maturity of Bonds is expected to be
the initial public offering price set forth on the cover page of the Official Statement. Bond Counsel further
is of the opinion that, for any Bonds having OID (a "Discount Bond"), OID that has accrued and is
properly allocable to the owners of the Discount Bonds under Section 1288 of the Code is excludable from
gross income for Federal income tax purposes to the same extent as other interest on the Bonds.

In general, under Section 1288 of the Code, OID on a Discount Bond accrues under a constant
yield method, based on periodic compounding of interest over prescribed accrual periods using a
compounding rate determined by reference to the yield on that Discount Bond. An owner’s adjusted basis
in a Discount Bond is increased by accrued OID for purposes of determining gain or loss on sale,
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exchange, or other disposition of such Bond. Accrued OID may be taken into account as an increase in the
amount of tax-exempt income received or deemed to have been received for purposes of determining
various other tax consequences of owning a Discount Bond even though there will not be a corresponding
cash payment.

Owners of Discount Bonds should consult their own tax advisors with respect to the treatment of
original issue discount for Federal income tax purposes, including various special rules relating thereto,
and the state and local tax consequences of acquiring, holding, and disposing of Discount Bonds.

Bond Premium

In general, if an owner acquires a Bond for a purchase price (excluding accrued interest) or
otherwise at a tax basis that reflects a premium over the sum of all amounts payable on the Bond after the
acquisition date (excluding certain "qualified stated interest” that is unconditionally payable at least
annually at prescribed rates), that premium constitutes "bond premium™ on that Bond (a "Premium Bond").
In general, under Section 171 of the Code, an owner of a Premium Bond must amortize the bond premium
over the remaining term of the Premium Bond, based on the owner’s yield over the remaining term of the
Premium Bond determined based on constant yield principles (in certain cases involving a Premium Bond
callable prior to its stated maturity date, the amortization period and yield may be required to be
determined on the basis of an earlier call date that results in the lowest yield on such bond). An owner of a
Premium Bond must amortize the bond premium by offsetting the qualified stated interest allocable to
each interest accrual period under the owner’s regular method of accounting against the bond premium
allocable to that period. In the case of a tax-exempt Premium Bond, if the bond premium allocable to an
accrual period exceeds the qualified stated interest allocable to that accrual period, the excess is a
nondeductible loss. Under certain circumstances, the owner of a Premium Bond may realize a taxable
gain upon disposition of the Premium Bond even though it is sold or redeemed for an amount less than or
equal to the owner’s original acquisition cost. Owners of any Premium Bonds should consult their own
tax advisors regarding the treatment of bond premium for Federal income tax purposes, including various
special rules relating thereto, and state and local tax consequences, in connection with the acquisition,
ownership, amortization of bond premium on, sale, exchange, or other disposition of Premium Bonds.

Legislation

Legislation affecting municipal bonds is regularly under consideration by the United States
Congress. There can be no assurance that legislation enacted or proposed after the date of issuance of the
Bonds will not have an adverse effect on the tax exempt status or market price of the Bonds.

A copy of the proposed form of opinion of Bond Counsel is attached hereto as Appendix D.

25



CONTINUING DISCLOSURE

The Program Participants have covenanted in Continuing Disclosure Certificates for the benefit of
the holders and beneficial owners of the Bonds to provide certain financial information and operating data
relating to Participants by not later than the 210 days following the end of the fiscal year (currently their
fiscal years end on June 30) (the "Participant Annual Reports"), commencing with the fiscal year ending
June 30, 2005, and to provide notices of the occurrence of certain enumerated events, if material.

The Authority has covenanted in a Continuing Disclosure Certificate for the benefit of the holders
and beneficial owners of the Bonds to provide notices of the occurrence of certain enumerated events, if
material.

The Program Participant Annual Reports and the notices of material events will be filed by the
Trustee as Dissemination Agent with each Nationally Recognized Municipal Securities Information
Repository. The specific nature of the information to be contained in the Annual Reports and the notice of
material events is set forth in Appendix G—"FORMS OF CONTINUING DISCLOSURE
CERTIFICATES" hereto. These covenants have been made in order to assist the Underwriter in
complying with Rule 15¢2-12(b)(5) promulgated under the Securities Exchange Act of 1934.

RATINGS

Upon the issuance by Financial Security Assurance Inc. of its municipal bond insurance policy (the
"Municipal Bond Insurance Policy"), Standard & Poor's Ratings Services and Fitch Ratings will assign the
Bonds the rating of "AAA". These ratings are based upon the Municipal Bond Insurance Policy. See
"BOND INSURANCE" herein. Generally, rating agencies base their ratings on information and material
furnished directly to them and on investigations, studies and assumptions made by them. The ratings
reflect only the views of such organization and an explanation of the significance of the ratings may be
obtained from Standard & Poor's Ratings Services, 25 Broadway, New York, New York 10004 and from
Fitch Ratings, 33 Whitehall Street, 27th Floor, New York, New York 10004, respectively. There is no
assurance that the ratings will continue for any given period of time or that they will not be revised
downward or withdrawn entirely by the rating agencies, if, in the judgment of such rating agencies,
circumstances so warrant. Any such downward revision or withdrawal of such rating may have an adverse
effect on the market price of the Bonds.

UNDERWRITING

The Bonds will be purchased by Henderson Capital Partners, LLC (the "Underwriter™) pursuant to
a Bond Purchase Contract, under which the Underwriter agrees to purchase all of the Bonds for an
aggregate purchase price of $27,934,399.50 (which represents the principal amount of the Bonds plus net
original issue premium of $338,199.50 and less an Underwriter's discount of $223,800.00).

The initial public offering prices stated on the cover of this Official Statement may be changed
from time to time by the Underwriter. The Underwriter may offer and sell the Bonds to certain dealers
(including dealers depositing Bonds into investment trusts), dealer banks, banks acting as agents and
others at prices lower than said public offering prices.
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POOL VERIFICATION

Upon delivery of the Bonds, Grant Thornton LLP, a firm of independent certified public
accountants, will have verified the mathematical accuracy of certain computations based upon certain
information and assertions provided to them by the Underwriter relating to (a) the adequacy of the
Program Participants' scheduled Installment Payments to pay when due all of the scheduled principal of
and interest on the Bonds, (b) the adequacy of the amounts in the respective Escrow Fund to pay all of the
principal and payment premium represented by and the interest on the respective Refunded Obligations
(see "PARTICIPANTS AND FINANCING PLAN" herein) and (c) the computations of yield of the Bonds
and the respective Escrow Fund which support Bond Counsel's opinion that the interest on the Bonds is
excluded from gross income for federal income tax purposes.

MISCELLANEOUS

Insofar as any statements made in this Official Statement involve matters of opinion or of
estimates, whether or not expressly stated, they are set forth as such and not as representations of fact. No
representation is made that any of such statements made will be realized. Neither this Official Statement
nor any statement which may have been made verbally or in writing is to be construed as a contract with
the Owners of the Bonds.
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The execution and delivery of this Official Statement have been duly authorized by the Authority
and the Program Participants.

CALIFORNIA STATEWIDE
COMMUNITIES DEVELOPMENT
AUTHORITY

By: /s/ Norma Lammers
Member of the Commission

CITY OF EUREKA

By: /s/ David W. Tyson
City Manager

SONOMA VALLEY COUNTY
SANITATION DISTRICT

By: /s/ Randy Poole
General Manager/Chief Engineer

SONOMA COUNTY WATER AGENCY

By: /s/ Randy Poole
General Manager/Chief Engineer

SOUTH PARK COUNTY SANITATION
DISTRICT

By: /s/ Randy Poole
General Manager/Chief Engineer
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APPENDIX A

EXCERPTS FROM PROGRAM PARTICIPANTS' FINANCIAL STATEMENTS



CITY OF EUREKA
General

The City of Eureka (the "City"), located in Humboldt County, is a charter city initially
incorporated as a town on April 18, 1856 and reincorporated as a city on February 19, 1874. The City
adopted its Charter on February 8, 1895. The City’s population as of January 1, 2005 was approximately
26,381 and for the fiscal year 2004-05, the City had a net assessed valuation of $1,485,929,039. Sece
"Economic and Demographic Information for the City of Eureka and the County of Humboldt" herein.

Governance and Management

The City is governed by a five member city council and Mayor. The current city council
members and Mayor and the expiration dates of their terms are set forth below.

Council Member Title Expiration of Term
Peter La Vallee Mayor November 2006
Mary Beth Wolford Council Member November 2006
Virginia Bass-Jackson Council Member November 2008
Jeff Leonard Council Member November 2006
Chris Kerrigan Council Member November 2008
Mike Jones Council Member November 2006

The City Manager of the City is David W. Tyson. Mr. Tyson has been with the City for
approximately 18 years and has 27 years of experience in city administration and management.
Financial management of the City is provided by Carolynn Thomas, the City’s Finance Director. Ms.
Thomas has been with the City for approximately 4 years and has 25 years of experience in financial
management.

Day-to-day management of the City’s water system (the "System") is handled by the Public
Works Director of the City, Mike Knight. Mr. Knight has been with the City for 5 years and has
12 years of experience in management of utility systems.

Water System Facilities and Water Supply

The System facilities include a twenty-one million gallon water storage facility, one treatment
plant, and three boost stations. The capacity of the System is eight million gallons per day ("mgd").
The average daily demand on the System is 3.967 mgd.

The City purchases its water supply from the Humboldt Bay Municipal Water District
("HBMWD"), a wholesale water agency, pursuant to an agreement with an expiration date of June 30,
2019, with a negotiable extension to 2029, subject to the terms of a Safe Drinking Water Loan between
HBMWD and the State of California, Department of Water Resources. HBMWD receives its water
from the Mad River and Ruth Lake, a 48,000 acre foot capacity reservoir. HBMWD has up to 20 mgd
of water available for sale to customers in the cities of Eureka and Arcata and the greater Humboldt bay
area. The City projects that the supply of water will be adequate to supply long-term water source needs
for its customers.
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The main water supply to the City is delivered through the Mad River Pipeline. In recent years,
the pipeline has developed a number of leaks, some of which resulted in major pipeline breaks. Repair
of the pipeline involves replacement of sections with new pipe, rehabilitation of certain sections of the
pipeline with a liner, and relocation of other sections through various phases. During the first phase of
the pipeline project, completed in April 2004 and financed through the issuance of CSCDA Series
2002B Revenue Bonds (see "Financial Information" herein), the City repaired the portion of the pipeline
between the Cities of Eureka and Arcata. See "Existing Long-Term Obligations and Planned Capital
Improvements" herein.

Plan of Finance

The City plans to use its share of the CSCDA Series 2005C Revenue Bonds (the "Bonds") to
advance refund the CSCDA Series 2000A Revenue Bonds, currently outstanding in the principal amount
of $7,605,000. This advance refunding will result in debt service savings.

Service Area and Customers

The System serves an area of approximately 17.71 square miles in the City of Eureka and
surrounding areas.

The population of the service area is currently estimated to be approximately the same as that of
the City. The tables below show the current number of connections of the System by user and revenues
by class of user.

Number of Connections by User

As of June 30,
User Type 2000 2001 2002 2003 2004
Single Family Residential 7,240 7,261 7,282 7,781 7,854
Multiple Family Residential 650 657 664 686 655
Commercial/Institutional 1,396 1.411 1,426 1,166 1,096
Total All Users 9,286 9,329 9,372 9,633 9,605

Source: City of Eureka.

Revenues by Class of User
Water System
Fiscal Year 2003-04

User Type Fiscal Year Revenue Percentage of Revenue
Single Family Residential $2,396,534 61%
Multiple Family Residential 471,449 12
Commercial/Institutional 864,324 22

Source: City of Eureka.
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Largest Users. The table below shows the five largest users of the System based on revenues for
the fiscal year 2003-04.

Largest Users
Water System
Fiscal Year 2003-04

Percentage of

User Type of Business Revenue Revenue
Pacific Choice Food Processing $115,503 2.94%
St. Joseph Hospital Hospital 37,722 0.96
Mission Linen Supply Laundry Service 25,081 0.64
Broadway Trailer Court  Housing 13,671 0.35
Indianola Trailer Court ~ Housing 13,537 0.34

Source: City of Eureka.

Water Rates

The City has the power to establish rates and charges as needed to operate the System. Its
charges are established by the City Council and are not subject to review or approval by any other
agency. The City principally relies on the following charges and fees: charges for services, quantity
charges, connection fees and miscellaneous charges.

User Charges. Current user charges through fiscal year 2008-09 were adopted by the City on
August 17, 2004, effective September 1, 2004 and each July 1 of each year thereafter. The service
charge is a readiness to serve charge for water services within the City, to which are added the charges
for water used computed at the quantity rates shown in the Quantity Charge table below. The service
charge for water service outside the City is computed at 2-1/2 times the rates shown below. Quantity
charges are also payable by users in addition to applicable service charges based on meter size and
location of water service, as shown below.

Service Charges

(Minimum/Month)
Minimum Service Charge (effective on dates specified)
July 1 July 1 July 1 July 1
Meter Size (Inches) 2005 2006 2007 2008

5/8 and 3/4 11.77 11.89 12.24 12.37
1 19.04 19.23 19.81 20.00
1-1/2 31.15 31.46 32.40 32.73
2 43.80 44 .24 45.56 46.02
3 95.49 96.44 99.34 100.33
4 156.05 157.61 162.34 163.96
6 311.49 314.60 324.04  327.28
8 493.72 498.66 513.62  518.75

Source: City of Eureka



Quantity Charge
(per 100 cubic feet of water)

Residential Users (rate per 100 cubic feet):

July 1 July 1 July 1 July 1
2005 2006 2007 2008
2.70 2.73 2.81 2.84

Commercial Users (rate per 100 cubic feet):

July 1 July 1 July 1 July 1
2005 2006 2007 2008
1.88 1.90 1.96 1.98

Source: City of Eureka
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Connection Fees. The following current connection fees were established by resolution,
adopted by the City on March 18, 2003 and effective as of July 1, 2003.

Size
3/4" Meter Charge $230.00
** Installation  700.00-1,300.00 $1,395.00 or
Capital Connection  465.00 $1,995.00
1" Meter Charge $310.00
** Installation  845.00-1,445.00 $2,317.00 or
Capital Connection 1,162.00 $2,917.00
1.5" Meter Charge $530.00
** Installation 1,275.00-1,875.00 $4,130.00 or
Capital Connection 2,325.00 $3,550.00
2" Meter Charge $1,495.00
** Installation 1,510.00-2,110.00 $6,725.00 or
Capital Connection 3,720.00 $7,325.00
3" Meter Charge $1,605.00
** Installation 2,120.00-2,720.00 $8,725.00 or
Capital Connection 5,000.00 $9,325.00
4" Meter Charge $2,560.00
** Installation 2,750.00-3,350.00 $10,310.00 or
Capital Connection 5,000.00 $10,910.00
6" Meter Charge

* Installation at cost plus 20%
Capital Connection 5,000.00
8" Meter Charge
* Installation  at cost plus 20%
Capital Connection 5,000.00

* Six-inch (6") and eight-inch (8") meters shall
be furnished by the applicant and shall be subject
to City approval.

** Installation fees vary since the water main is
on one side of the street; the lower amount
applies if installation is near the water main and
the higher fee applies if installation is on the far
side of street.

Source: City of Eureka.
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Rate Comparisons. The table below shows comparative monthly residential water charges for
surrounding areas.

City of Eureka
Comparative Monthly Single Family Residential Water Charges for Surrounding Areas

Monthly Monthly Total Average
Effective Service Commodity Monthly Monthly

Agency Date Charge Charge Charge Usage'"
City of Arcata 7/1/2005 § 4.65 $2.50 $22.15 7
City of Eureka 7/1/2005 11.77 2.70 30.67 7
City of Fortuna 7/1/2004 12.21 1.55 23.06 7
Humboldt Community  Services
District 4/1/2002 8.05 1.45 22.55 10
Manila Community Services District  10/1/2002 15.75 0.22 17.73 9

McKinleyville Community Services
District 7/1/2005 6.15 1.35 19.65 10

) Each unit is 100 cubic feet.
Source: City of Eureka. Prepared as of July 21, 2005.

Collections. The City has not experienced any significant uncollected delinquencies exceeding
$35,000 in any one fiscal year over the last 5 years. The City will terminate water service to a customer
within 75 days of nonpayment of a water bill and due notice.

Regulatory Issues

The applicable drinking water standards for the System are provided in the California Domestic
Water Quality and Monitoring Regulations, Title 22 of the California Administrative Code. These
regulations incorporate the requirements of the U.S. Environmental Protection Agency in conformance
with the Safe Drinking Water Act (PL 93-523). The standards specify water quality sampling
frequencies and location as well as maximum concentrations of chemical constituents and are
continuously revised and amended.

The State regulations contain requirements for both primary and secondary drinking water
standards. The primary standards relate to those contaminants that, if exceeding the maximum
contaminant levels ("MCL"), would present a health risk if used for drinking or culinary purposes. The
secondary standards relate to contaminants that, if in excess of MCL, may be objectionable, but
generally do not present a health risk.



The System's water purchased from HBMWD is generally of good quality, the water quality of
the System meets all existing standards and the System is in compliance with all current Federal and
State requirements.

Existing Long-Term Obligations and Planned Capital Improvements

The terms of the City's existing long-term parity obligations payable from water revenues as of
the date of issuance of the Bonds, other than the Series 2000A Bonds to be defeased upon the issuance
of the Bonds, are summarized in the table below.

Name of Obligation Total Final
Amount Maturity Date Security
Payable
CSCDA Water and $3,455,000 October 1, Water System Net
Wastewater Revenue Bonds 2027 Revenues
Series 2002B

Other planned capital improvements to the System include additional improvements to the Mad
River Pipeline, including replacement of sections with new pipe, rehabilitation of certain sections of the
pipeline with a liner, and relocation of other sections through various phases. Total cost is estimated to
be approximately $10 million over the next 5 fiscal years. The City plans to finance these costs through
future borrowing. See "Water System Facilities and Water Supply" herein.

Financial Information

Financial Statements. A copy of the most recent audited financial statements of the City
prepared by the City and audited by Moss, Levy & Hartzheim (the "Auditor") is included in Appendix A
hereto (the "Financial Statements"). The letter of the Auditor concludes that the audited financial
statements present fairly, in all material respects, the financial position of the City as of June 30, 2004
and the results of its operations and cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America. The Financial Statements should be read
in their entirety. The Auditor has not reviewed or audited this Official Statement.

Historic Operating Results and Debt Service Coverage. The following table is a summary of
consolidated operating results of the enterprise funds related to the System for the fiscal years ending
June 30, 2002 through 2004. The results have been derived from the audited financial statements of the
City and are qualified in their entirety by reference to such statements, including the notes thereto. All
results exclude certain non-cash items and include certain other adjustments. The Auditor has not
reviewed or audited the summary operating results or any other portion of this Official Statement.



City of Eureka Water System
Summary of Historic Operating Results
Fiscal Years Ended June 30

Revenues 2002 2003 2004
Charges for Services" $2.,836,801 $3,385,867 $3,925,894
Investment Income 179,013 167,857 97,043
Miscellaneous 31,985 0 310,047
Total Revenues $3,047,799 $3,553,724 $4,332,984
Expenses® $2,156,162 $2,197,091 $2,850,797
System Net Revenues $891,637 $1,356,633 $1,482,187
Parity Debt Service

CSCDA Series 2000A Revenue Bonds $433,745 $433,745 $619,565
CSCDA Series 2002B Revenue Bonds 0 131,938 255.393
Total Parity Debt Service $433,745 $565,683 $874,958
Total Parity Debt Service Coverage 2.06 2.40 1.69
M Includes connection fees.
@ Excludes depreciation, capital expenditures and debt service.

Source: City of Eureka.

Projected Operating Results and Debt Service Coverage. The City’s projected consolidated
operating results for the enterprise funds related to the System for the fiscal years ending June 30, 2005
through 2008 are set forth below, reflecting certain significant assumptions concerning future events and
circumstances. The financial forecast represents the City’s estimate of projected financial results based
upon its judgment of the probable occurrence of future events. The assumptions set forth in part in the
footnotes to the chart set forth below are material in the development of the City’s financial projections,
and variations in the assumptions may produce substantially different financial results. Actual operating
results achieved during the projection period will vary from those presented in the forecast and such
variations may be material.



City of Eureka
Water System
Projected Operating Results
Fiscal Years Ended June 30

2005 2006 2007 2008
Revenues?
Charges for Services $4,475,328 $5,191,689  $5,248,424  $5,399,964
Investment Income 18,500 19,055 19,627 20,215
Miscellaneous 10,700 20.547 17,166 18,851
Total Revenues $4,504,528 $5,231,291  $5,285,217 $5,439,030
Expenses®® $3,156,921 $3,251,629  $3,349,177  $3,449,653
System Net Revenues $1,347,607 $1,979.662 51,936,040 $1,989,377
Parity Debt Service
CSCDA Series 2000A Revenue Bonds®™ $620,935 $418,242  $ 0 $ 0
CSCDA Series 2002B Revenue Bonds 251,993 253,493 254,793 250,993
CSCDA Series 2005C Revenue Bonds 0 189,373 600,678 618,111
Parity Debt Service Total $872,928 $861,108 $855.471 $869.104
Parity Debt Service Coverage 1.54 2.30 2.26 2.29

) Derived from actual interim results.

@ Includes an increase in operating revenue based on rate increase of 20% for fiscal year 2004-05,
13% for fiscal year 2005-06, 1% for fiscal year 2006-07 and 3% for fiscal year 2007-08.

@ Excludes depreciation, capital expenditures and debt service. Assumes a 3% annual increase in
operating expenses.

® The City plans to use its share of the Bonds to advance refund its portion of the CSCDA Series
2000A Revenue Bonds. See "Plan of Finance" herein.

Source: City of Eureka.



Debt Service Schedule
The following table shows the debt service requirements related to the City for the Bonds.

Annual Period

Ending
October 1 Principal Interest Total
2006 $270,000.00 $356,466.67 $626,466.67
2007 295,000.00 327,167.50 622,167.50
2008 305,000.00 319,055.00 624,055.00
2009 310,000.00 310,515.00 620,515.00
2010 325,000.00 301,215.00 626,215.00
2011 330,000.00 290,815.00 620,815.00
2012 345,000.00 279,925.00 624,925.00
2013 355,000.00 268,195.00 623,195.00
2014 365,000.00 255,770.00 620,770.00
2015 380,000.00 242,447.50 622,447.50
2016 395,000.00 228,197.50 623,197.50
2017 410,000.00 212,990.00 622,990.00
2018 425,000.00 197,000.00 622,000.00
2019 440,000.00 180,000.00 620,000.00
2020 465,000.00 158,000.00 623,000.00
2021 490,000.00 134,750.00 624,750.00
2022 510,000.00 110,250.00 620,250.00
2023 540,000.00 84,750.00 624,750.00
2024 565,000.00 57,750.00 622,750.00
2025 590,000.00 29,500.00 619,500.00
Total $8,110,000.00 $4,344,759.17 $12,454,759.17

Litigation

The City states that there is no action, suit, proceeding, inquiry or investigation, at law or in
equity, before or by any court, threatened that may result in any material adverse change relating to the
finances or operations of the City or the System.

Seismic Risks

The City is located in a seismically active region of northern California. The System and future
planned capital improvements to the System have been or will be designed to meet all applicable seismic
standards. However, there can be no assurance that seismic activity will not significantly damage the
System or adversely affect the local economy.

Economic and Demographic Information for the City of Eureka and Humboldt County

The following economic and demographic information for the City and Humboldt County (the
"County") is supplied as background information only. The City’s portion of the CSCDA Series 2005C
Revenue Bonds is payable only from the City’s Installment Payments under its Installment Purchase
Agreement with CSCDA. Further, information presented with respect to the County does not
necessarily reflect the status of the City.
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Population. The population of the City as of January 1, 2005 was estimated to be 26,381 which
represents an increase of 0.9% from the population as of January 1, 2001 of 26,134. The following table
shows the rate of population growth for the City as of January 1, 2001 through 2005.

City of Eureka
Population
As of January 1

2001 26,134
2002 26,125
2003 26,279
2004 26,342
2005 26,381

Source: State of California, Department of Finance.

The population as of January 1, 2005 of the County was estimated to be 131,334 which
represents an increase of 3.0% from the population as of January 1, 2001 of 127,098. The following
table shows the rate of population growth for the County as of January 1, 2001 through 2005.

Humboldt County
Population
As of January 1

2001 127,098
2002 127,986
2003 129,243
2004 130,392
2005 131,334

Source: State of California, Department of Finance.



Employment. As of May 2005, the annual average civilian labor force in the County was
61,600. This is an increase of 2.0% from the annual average civilian labor force of 60,600 for 2001.
The table below shows figures for the civilian labor force and comparative unemployment rates from
2001 through May 2005.

Humboldt County
Civilian Labor Force, Employment and Unemployment
Annual Averages(l)

Annual Average 2001 2002 2003 2004 20052
Labor Force 60,600 61,100 61,200 61,000 61,600
Employment 57,000 57,000 57,000 57,000 58,400
Unemployment 3,600 4,100 4,200 4,000 3,200
Unemployment Rate 6.0 6.7 6.8 6.5 5.2

() March 2004 Benchmark; data not seasonally adjusted.
@ As of May 2005.
Source: State of California, Employment Development Department.

Personal Income. Between 1998 and 2003, the County’s median household effective buying
income increased 25%. The table below summarizes the total effective buying income and the median
household effective buying income for the County.

Humboldt County
Effective Buying Income

Total Effective Median Household

Buying Income Effective Buying
Year (000’s Omitted) Income
1998 $1,607,034 $23,917
1999 1,667,451 25,006
2000 1,781,498 27,505
2001 1,814,243 27,016
2002 1,903,878 29,055
2003 1,921,325 29,780

Source: Sales and Marketing Management, Survey of Buying Power.
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Assessed Valuation. The following table shows the assessed valuations for the City for fiscal
years 1999-00 through 2004-05.

City of Eureka
Assessed Valuations
Total Before
Local Secured Utility Unsecured Rdv. Increment
2000-01 $1,100,984,432  $2,710,763  $131,680,952 $1,235,376,147
2001-02 1,136,731,894 3,017,813 141,895,475 1,281,645,182
2002-03 1,184,229,596 3,341,442 134,635,927 1,322,206,965
2003-04 1,251,596,692 3,341,442 132,405,212 1,387,343,346
2004-05 1,337,990,063 3,341,442 144,597,534 1,485,929,039

Source: California Municipal Statistics, Inc.
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Major Employers. The following table shows the major employers in the County.

Employer Name

Blue Lake Casino

CalTrans

Cher-ae Heights Casino

College of the Redwoods
Eureka City Hall

Eureka High School

Gain Program Dept-Social Sve
HCAR

Humboldt County Education Ofc
Humboldt County Health Dept
Humboldt County Mental Health
Humboldt County Risk Mgmt
Humboldt County Sheriff Dept
Humboldt County Social Svc
Humboldt Mental Health Adm
Mad River Community Hospital
Pacific Choice Seafood Inc
Public Health Adm

Redwood Community Action Agncy
Redwood Memorial Hospital
Sempervirens Inpatient 24 Hr
Simpson Resource Co

St Joseph Health System

St Joseph Hospital

Sun Valley Floral Farms

Humboldt County

Major Employers

2005

Location
Blue Lake
Eureka
Trinidad
Eureka
Eureka
Eureka
Eureka
Eureka
Eureka
Eureka
Eureka
Eureka
Eureka
Eureka
Eureka
Arcata
Eureka
Eureka
Eureka
Fortuna
Eureka
Korbel
Eureka
Eureka

Arcata

Industry
Casinos
Government Offices-State

Casinos

Schools-Universities & Colleges Academic
City Government-Executive Offices

Schools

Restaurants

Non-Profit Organizations

Schools

County Government-Public Health Programs
Crisis Intervention Service

Government Offices-County

Sheriff

County Government-Social/Human Resources
County Government-Public Health Programs
Hospitals

Prepared Fish & Seafood Products (Mfr)
County Government-Public Health Programs
Social Service & Welfare Organizations
Hospitals

Mental Health Services

Logging Companies

Hospitals

Hospitals

Greenhouses

Source: 2005 America's Labor Market Information System (ALMIS) Employer Database.
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SONOMA VALLEY COUNTY SANITATION DISTRICT
General

The Sonoma Valley County Sanitation District (the "District") is located in Sonoma County (the
"County"), approximately 40 miles north of the City and County of San Francisco. Incorporated in
1949, the District is a county sanitation district under the Community Sanitation District Act, Section
4700 et seq. of the California Health and Safety Code. The District provides wastewater collection,
treatment and disposal service to over 30,000 residents in the Sonoma Valley area. The District service
area includes the City of Sonoma (the "City") and several communities in the Valley of the Moon
including Glen Ellen, Boyes Hot Springs and El Verano. There are four County Sanitation Districts in
the County, which include Occidental, Russian River, the District and South Park (collectively, the
"Sanitation Districts"). The Sanitation Districts are managed by SCWA which provides engineering,
environmental, administration, operational and maintenance services. The Sanitation Districts are
separate special districts responsible for maintaining and operating their local collection systems, pump
stations, and treatment plants. Each District has an ordinance defining policies, including user fees.

The District is a separate legal entity from SCWA, the County and the three other Sanitation
Districts with separate and independent finances and operations. Only the Net Revenues of the District
will be available for payment of the Installment Payments relating to the District's financing (see "Plan
of Finance" below) and no other revenues of SCWA or the County will be available for these
Installment Payments.

Governance and Management

The District is governed by a three-member governing board. The District's board includes the
Mayor of the City of Sonoma, the Chair of the County Board of Supervisors and the District 1 County
Supervisor. The current directors and the expiration dates of their terms are set forth below.

Member Title Expiration of Term
Tim Smith Chair January 2009
Valerie Brown Director January 2009
Larry Barnett Director November 2006

Management of the District is provided by Randy Poole, General Manager/Chief Engineer of the
Sonoma County Water Agency. Mr. Poole has been with SCWA since 1991 and managed utility
systems for approximately 28 years.

Wastewater System

The District owns and operates the Sonoma Valley Wastewater Treatment Plant (the "Treatment
Plant") located south of the City. The Treatment Plant has a dry weather design flow of 3.0 million
gallons per day (mgd) and can treat up to 11.5 mgd during wet weather to secondary wastewater
treatment standards. The plant discharges approximately 2.8 mgd average dry weather flow and an
average annual effluent flow of 3.5 mgd. Wastewater is collected using a gravity collection system of
pipes and mains, and flows to the District treatment plant for processing. Reclaimed water is discharged
to the San Pablo Bay via Schell Slough during the winter, and used for irrigation of local crops during
the summer.



In 1997, SCWA, in the capacity of its operational responsibility for the District, identified certain
plant deficiencies, and prioritized the capital work necessary to keep the District's wastewater system
operating at regulatory standards. SCWA developed a capital replacement program, requiring $40 to
$50 million through fiscal year 2015-16. The largest component of the program was the replacement
and rehabilitation of the collection system, which involved replacing approximately two miles of main
truck lines every year for a total for 24.5 miles from fiscal years 1998-99 through 2013-14. SCWA
identified that annual rate increases of approximately 5% were required to provide a revenue source to
pay for the program. The balance of this program was funded through the issuance of $21,410,000 in
Sonoma County Water and Wastewater Financing Authority 1998 Special Revenue Bonds (the "1998
Bonds"). A portion of the CSCDA Water and Wastewater Bonds, Series 2005C (the "Bonds") will
advance refund a portion of the 1998 Bonds. See "Plan of Finance" and Existing Long-Term
Obligations and Planned Capital Improvements" below.

Plan of Finance

A portion of the proceeds of the District’s share of the Bonds is being used to advance refund a
$11,095,000 portion of the 1998 Bonds, currently outstanding in the principal amount of $17,555,000.
This advance refunding will result in debt service savings. For a description of the project financed by
the 1998 Bonds, see "Wastewater System" above.

Service Area and Customers
The System serves an area of approximately 7.03 square miles in the service area.

Population of the service area is currently estimated to be 32,000. The tables below show the
current number of Equivalent Single-Family Dwelling Unit ("ESD") of the System by classification of
user.



Sonoma Valley County Sanitation District
Number of Customers by Category
as of June 30, 2003 to 2005

User Type 2003 2004 2005
% of % of % of
ESD Total ESD Total ESD Total
Residential 12,249 74.4 12,404 74.4 12,488 74.0
Commercial 1,888 11.5 1,917 11.5 1,951 11.6
Industrial 837 5.1 850 5.1 863 5.1
Irrigated Farm 7 0.0 7 0.0 7 0.0
Dry Farm 5 0.0 5 0.0 5 0.0
Recreational 85 0.5 85 0.5 85 0.5
Institutional 293 1.8 293 1.8 361 2.1
Miscellaneous 11 0.1 11 0.1 11 0.1
Government 1,099 6.7 1,099 6.6 1,099 6.5
Total All Users 16,474 100.0" 16,671 100.0 16,870 100.0"

) Totals may not add due to rounding.
Source: Sonoma Valley County Sanitation District.

Largest Users. The table below shows the ten largest users of the System based on revenues for
the fiscal year 2003-04.

Sonoma Valley County Sanitation District
Largest Users
Fiscal Year 2003-04

Percentage of

User Type of Business Revenue Revenue

Sonoma Development Center State Medical Facility $452,460.06 6.69%
Sebastiani Vineyards Winery 266,532.12 3.94
De Anza Moon Valley LLC Mobile Home Park 96,033.65 1.42
Cathedral Canyon Mobile Estates Mobile Home Park 90,852.48 1.34
Sonoma Mission Inn Hotel 78,960.42 1.17
Vivani, Lawrence P. & Jacquelyn Cheese Factory 80,928.72 1.20
Rancho Vista Mobile Home Park 65,124.00 0.96
Sonoma Valley Unified School District  School 57,785.40 0.85
Sonoma LLC Hotel 55,593.54 0.82
Aquirre, Hal C. TR Mobile Home Park 49,377.60 0.73
Total $1,293,647.99 19.13%"

) Totals may not add due to rounding.
Source: Sonoma Valley County Sanitation District.
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Wastewater Rates

The District has the power to establish rates and charges as needed to operate the wastewater
system. Its charges are established by its governing board and are not subject to review or approval by
any other agency. The District principally relies on the following charges and fees: service charges and
connection fees.

Ordinance No. 72 of the District, adopted April 19, 2005 established the present service charges
which have been in effect since July 1, 2005. Service charges for each fiscal year are, pursuant to
Section 5473 of the Health and Safety Code of the State of California, collected on the tax roll of
Sonoma County, or, in some cases, invoiced directly by the District. The Board of the District annually
prepares a written report for the County Tax Collector which contains a description of each parcel
receiving sewer service and the amount of the charge for each parcel for such fiscal year, in
conformance with Ordinance No. 51. The charge appears as a separate item on the tax bill, and is
collected at the same time and in the same manner as ordinary County ad valorem property taxes, and is
subject to the same penalties and the same procedure and sale in case of delinquency as provided for
such taxes. If the District determines that a user is exceeding the use for which the user is charged on its
tax bill, the District may impose an additional service charge. In addition, the District may recalculate
the user's Annual Service Charge (defined below) and charge additional connection fees. Such
additional charges and fees may be invoiced or collected on the tax bill. If additional charges and fees
are invoiced and not paid within 30 days of the invoice, a basic penalty of ten percent for nonpayment
and an additional penalty of 1 1/2 % per month are added to the charges and/or fees due.

Service Charges. Rates charged to residential and commercial users are calculated by
multiplying the ESD of each user by the Annual Sewer Service Charge. Ordinance No. 51 defines
"Annual Sewer Service Charge" as a charge for use of the sewer system for a period of one year to each
user and based on the estimated or actual usage of the Wastewater System. The Annual Sewer Service
Charge is established by the estimated annual cost of operating, maintaining, and replacing the sewer
system, as submitted by the Board of the District each year. For fiscal year 2004-05, an Annual Sewer
Service Charge of $486 per ESD, and the average flow of 200 gallons per day, was set by Ordinance 69.
The table below illustrates the change in Annual Sewer Service Charges since fiscal year 2000-01.

Sonoma Valley County Sanitation District
Annual Sewer Service Charges
Fiscal Years 2000-01 through 2004-05

Fiscal Year Charge Per ESD Percent Increase
2000-01 $377 5.6%
2001-02 400 6.1
2002-03 427 6.8
2003-04 455 6.6
2004-05 486 6.8

Ordinance No. 63 establishes various use categories and the corresponding ESD. Single-family
and condominiums have an ESD of 1.00; multi-family, mobile homes and other residential uses have an
ESD of 0.80. Commercial uses have ESDs ranging from 0.01 (for churches, halls and lodges) to 2.59



per seat and pre thousand square feet for eat-in and take-out restaurants. Schools have ESDs of 0.05 per
student day (elementary) and 0.07 per student day (high school).

When requested by a user with five or more ESDs of capacity for any one parcel, the District's
General Manager/Chief Engineer may allow the Annual Service Charges to be based on actual measured
usage of the sewer system. The methodology used to calculate service charge for this option is as
follows:

Wastewater Flow 0.0048 per gallon/day x 365 days
Biochemical Oxygen Demand 0.2828 per pound/day x 365 days
Total Suspended Solids 0.0503 per pound/day x 365 days

The General Manager/Chief Engineer may bill the sewer service charge for industrial or unusual
commercial users on a more frequent basis than annually.

Connection Fees. Sewage system connection fees must be paid by all users, prior to the
issuance of a permit to connect. Connection fees are currently calculated by multiplying the ESD of
each user by a connection fee of $9,057.91. Pursuant to the District's Water Conservation Program, a
credit of $1,500 per ESD is granted for offsetting an equal quantity of flow by retrofitting existing
facilities with water-saving devices as stipulated by the Water Conservation Program. The connection
fee may be adjusted each July 1 in proportion to the change in the Engineering News Record
Construction Cost Index for San Francisco. The table below shows the change in connection fees since
fiscal year 2000-01.

Sonoma Valley County Sanitation District
Annual Connection Fees
Fiscal Years 2000-01 through 2004-05

Fiscal Year Charge per ESD Percent Increase
2000-01 $7,797.40 4.90%
2001-02 8,109.30 4.00
2002-03 8,360.69 3.10
2003-04 8,561.35 2.40
2004-05 9,057.91 5.80

Delinquencies. The District has not experienced any significant delinquencies exceeding 4%
over the last 5 years. Delinquency rates are insignificant because revenues for services are assessed and
collected on tax rolls.

Permits

The District operates under Regional Water Quality Control Board Order No. R2-2002-0046,
permit number CA0037800. The permit expires on February 28, 2007. The District is in compliance
with the requirements of the permit.



Existing Long-Term Obligations and Planned Capital Improvements

As of the date of issuance of the Bonds, the terms of the District's existing long-term obligations
payable from wastewater revenues are summarized in the table below.

Final
Name of Obligation Total Maturity Date ~ Security  Priority
Sonoma County Water and $6,460,000  August 2023 Wastewater  Parity
Wastewater Financing Authority Net
1998 Special Revenue Bonds'"” Revenues
State Revolving Loans $392,518 July 2014 Wastewater  Parity
Net
Revenues

(" A portion of this obligation will be advanced refunded with the CSCDA Water and
Wastewater Revenue Bonds Series 2005C. See "Plan of Finance" above.

Planned capital improvements to the System include, but are not limited to, the replacement of
certain trunk mains, participation in the multidistrict Napa-Sonoma Salt Marsh Project through which
the District expects to provide recycled water and finance a portion of the total cost of the Napa-Sonoma
Salt Marsh Project, the construction of a Bio-Solids Handling Facility, the Recycled Water Project,
which will consist of the construction of a series of pipelines from the Treatment Plant to areas in the
Sonoma Valley and the rehabilitation of certain collection systems. Such capital improvements are
estimated to cost approximately $17 to $28 million in fiscal years 2005 through 2016. The District plans
to finance these costs through service charges and connection fees. Planned capital improvements to the
System also include upgrading to tertiary treatment, which is expected to be funded by a future State
Revolving Loan Fund in the amount of $6.5 million. See "Wastewater System" above and "Financial
Information- Projected Operating Results and Debt Service Coverage" below.

Financial Information

Financial Statements. A copy of the most recent audited financial statements of the Sanitation
Districts prepared by the Sanitation Districts and audited by the Sanitation Districts’ accountant (the
"Auditor") is included in Appendix A hereto (the "Financial Statements"). The Auditor’s letter
concludes that the audited financial statements present fairly, in all material respects, the financial
position of the Sanitation Districts as of June 30, 2004 and the results of their operations and cash flows
for the year then ended in conformity with generally accepted accounting principles. The Financial
Statements should be read in their entirety. The Auditor has not reviewed or audited this Official
Statement.
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Historic Operating Results. The following table is a summary of operating results of the District
for the fiscal years ending June 30, 2002 through 2004. The results have been derived from the audited
financial statements of the District and are qualified in their entirety by reference to such statements,

including the notes thereto.
adjustments.
portion of this Official Statement.

Sonoma Valley County Sanitation District
Summary of Historic Operating Results
Fiscal Years Ended June 30

All results exclude certain non-cash items and include certain other
The Auditor has not reviewed or audited the summary operating results or any other

2002 2003 2004

Revenues

Service Charges $5,657,808 $6,075,113 $6,573,512

Charges for Services 640,657 687,894 829,648

Interest Earnings 706,248 554,683 215,841

Other 577 4,495 15.452

Total Revenues $7,005,290 $7,322,185 $7,634,453

Operating Expenses" $4,564,018 $4,759,324 $4,441,567
System Net Revenues $2,441,272 $2.562.,861 $3,192,886
Parity Debt Service

Sonoma County Water and Wastewater $1,462,243 $1,460,609 $1,427,511

Financing Authority 1998 Special Revenue

Bonds?

State Revolving Loans 50,000 50,000 49.895
Total Parity Debt Service $1,512,243 $1,510,609 $1,477,406
Total Parity Debt Service Coverage 1.61 1.70 2.16

) Excludes depreciation and capital expenditures as well as transfers between the District's funds.

@ Net of interest earnings.
Source: Sonoma County Sanitation Districts.

Projected Operating Results and Debt Service Coverage. The District’s estimate of projected
operating results for the System for the fiscal years ending June 30, 2005 through 2008 are set forth
below, reflecting certain significant assumptions concerning future events and circumstances. The
financial forecast represents the District’s estimate of projected financial results based upon its judgment
of the probable occurrence of future events. The assumptions set forth in part in the footnotes to the
chart set forth below are material in the development of the District’s financial projections, and
variations in the assumptions may produce substantially different financial results. Actual operating
results achieved during the projection period will vary from those presented in the forecast and such
variations may be material.
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Sonoma Valley County Sanitation District
Wastewater System

Revenues

Service Charges
Charges for Services
Interest Earnings®
Other Revenues

Total Revenues

Operating Expenses

3

System Net Revenues

Parity Debt Service

Sonoma County Water and
Wastewater Financing
Authority 1998 Special
Revenue Bonds®®
State Revolving Loan ©
CSCDA 2005C
Wastewater Revenue
Bonds

)

Total Parity Debt Service

Total Parity Debt Service
Coverage

€)

operating expenses.

@A portion of the proceeds of the District’s share of the Bonds is being used to advance refund a

2005

$7,024,589
967,309
268,560
74,022
$8,334,480

$5,074,266

$3.260,214

$1,478,793

49,894
0

$1,528.,687

2.13

Projected Operating Results
Fiscal Years Ended June 30

2006 2007
$7,372,337 $7,911,781
910,000 976,586
75,000 108,019
80,000 80,000
$8,437,337 $9,076,386
$5,398,800 $5,614,752
$3,038,537 $3.461,634
$1,043,396 $306,850
49,894 49,894
198.343 966,893
$1,291,633  $1,323.637

2.35 2.62

D Derived from adopted budget; preliminary and unaudited.
@ Assumes 2.5% rate of interest on cash balance.
Excludes depreciation, capital expenditures and debt service. Assumes 4% annual increase in

portion of the 1998 Bonds. See "Plan of Finance" above.

5

Financed an outfall rehabilitation project. See the Financial Statements related to the District

included in Appendix A attached hereto.
Source: Sonoma County Water Agency.
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$8,490,622
1,048,035
118,712
80,000
$9,737,369
$5,839,342

$3.898,027

$306,850

49,894
994,555

$1,351,299
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o0
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Debt Service Schedule

The following table shows the debt service requirements of the Bonds related to the District.

Annual Period

Ending
October 1 Principal Interest Total
2006 $625,000.00 $373,352.00 $998,352.00
2007 670,000.00 333,767.50 1,003,767.50
2008 690,000.00 315,342.50 1,005,342.50
2009 705,000.00 296,022.50 1,001,022.50
2010 730,000.00 274,872.50 1,004,872.50
2011 755,000.00 251,512.50 1,006,512.50
2012 775,000.00 226,597.50 1,001,597.50
2013 805,000.00 200,247.50 1,005,247.50
2014 830,000.00 172,072.50 1,002,072.50
2015 860,000.00 141,777.50 1,001,777.50
2016 895,000.00 109,527.50 1,004,527.50
2017 930,000.00 75,070.00 1,005,070.00
2018 970,000.00 38,800.00 1,008,800.00
Total $10,240,000.00 $2,808,962.00 $13,048,962.00

Litigation

Other than as described below, the District states that there is no action, suit, proceeding, inquiry
or investigation, at law or in equity, before or by any court, threatened that may result in any material
adverse change relating to the finances or operations of the District or the System.

In December 2004, Northern California River Watch ("River Watch") filed a citizen action
alleging violations of the Federal Clean Water Act, naming the District as a defendant. The complaint
was not served on the District. In January 2005, River Watch entered into a Tolling Agreement with the
District and other defendants to attempt to negotiate a settlement of the action. As part of the Tolling
Agreement, River Watch has withdrawn its complaint and agreed not to re-file a complaint during the
negotiation period. The District cannot predict what costs or liabilities may arise from these alleged
violations.

Seismic Risks

The District is located in a seismically active region of northern California. The System and
future planned capital improvements to the System have been or will be designed to meet all applicable
seismic standards. However, there can be no assurance that seismic activity will not significantly
damage the System or adversely affect the local economy.

Other Information

On June 9, 1998, the Board of Directors of the District adopted a resolution declaring that until
the existing capital improvement program plan of the District is substantially completed, the District is
unable to serve properties outside of the District's boundaries. As such, the District has determined not
to consent to the annexation of additional territory to its service area until substantial completion of such
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capital improvement program, subject to certain exceptions. The District does not anticipate that such
action will adversely affect its operations or its ability to generate sufficient revenues to pay its
obligations related to the Bonds.

Economic and Demographic Information for Sonoma County

Population. The population for Sonoma County as of January 1, 2005 was estimated to be
478,440, an increase of 3% above the population of 464,764 as of January 1, 2001. The following table
shows the rate of growth for the County as of January 1, 2001 through January 1, 2005.

Sonoma County
Population
as of January 1

2001 464,764
2002 469,069
2003 471,644
2004 474,993
2005 478,440

Source: State of California, Department of Finance.

Employment. As of May 2005, the civilian labor force in the County reached 256,900. This is a
decrease of 0.6% over the civilian labor force of 258,400 for 2001. The table below lists figures for the
civilian labor force and comparative unemployment rates for 2001 through May 2005.

Sonoma County
Civilian Labor Force, Employment and Unemployment

Annual Average 2001 2002 2003 2004 2005
Labor Force 258,400 258,300 255400 257,500 256,900
Employment 249,000 245200 241,500 244,800 246,800
Unemployment 9,400 13,100 13,900 12,700 10,100
Unemployment Rate 3.6% 5.1% 5.4% 4.9% 3.9%

) Data through May.
Source: State of California, Employment Development Department
March 2004 Benchmark; data are not seasonally adjusted.

Personal Income. Between 1999 and 2003, the County’s median household effective buying

income increased 13%. The table below summarizes the total effective buying income and the median
household effective buying income for the County.
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Sonoma County
Effective Buying Income
as of January 1

Total Effective Median Household

Buying Income Effective Buying
Year (000’s Omitted) Income
1999 $8,713,893 $42,479
2000 9,990,942 47,956
2001 10,096,031 47,908
2002 10,167,530 47,085
2003 10,340,723 48,008

Source: Survey of Buying Power, Sales and Marketing Management.

Assessed Valuation. The following table shows the assessed valuations for the County from
fiscal years 2000-01 through 2004-05.

Sonoma County
Assessed Valuations

Non-Unitary Total Before Unitary

Local Secured Utility Unsecured Rdv. Increment Utility Valuation
2000-01 34,044,892,664 3,363,840 1,647,402,225 35,695,658,729 660,796,655
2001-02 38,443,110,290 8,360,309  1,894,683,375 40,346,153,974 628,307,973
2002-03 41,793,083,472 8,132,840  2,093,704,089 (1) 43,894,920,401 724,606,272
2003-04 45433,401,576 5,298,095 2,186,395,452 (1) 47,625,095,123 639,353,562
2004-05 49,316,843,153 5,341,095 2,134,188,378 51,456,372,626 606,454,153

M Includes aircraft valuations.
Source: California Municipal Statistics, Inc.

Major Employers. The following table shows the major employers in the County of Sonoma.
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Employer

Advanced Fibre Communications
Agilent Technologies Inc.

Amy's Kitchen Inc.

Army National Guard

Arterial Vascular Engineering
Kaiser Foundation Hospital
Medtronic Interventional Vsclr
Petaluma Valley Hospital
Recreation & Parks Adm
Santa Rosa Junior College
Santa Rosa Memorial Hospital
Sola Optical USA Inc.

Sola Optical USA Inc.

Sonoma County Human Svc Dept
Sonoma County Sheriff

Sonoma Developmental Ctr
Sonoma Mission Inn & Spa
Sonoma State University-Anthro
Sonoma Valley Hospital

State Farm Insurance

Sunrise Industries

Sutter Medical Ctr-Santa Rosa
Us Coast Guard

Washington Mutual

2005

Location

Petaluma
Rohnert Park
Santa Rosa

Santa Rosa

Santa Rosa
Santa Rosa
Santa Rosa
Petaluma

Santa Rosa
Santa Rosa
Santa Rosa
Petaluma

Petaluma

Santa Rosa
Santa Rosa
Eldridge
Sonoma
Rohnert Park
Sonoma
Cotati
Eldridge
Santa Rosa
Petaluma

Santa Rosa

Sonoma County Major Employers

Industry

Telecommunications Services
Computers-Electronic-Manufacturers
Frozen Food Processors

State Government-National Security

Physicians & Surgeons Equip & Supls-
Whol

Hospitals

Physicians & Surgeons Equip & Supls-Mfts
Hospitals

Parks

Schools-Universities & Colleges Academic
Hospitals

Optical Goods-Manufacturers

Optical Goods-Wholesale

County Government-Social/Human
Resources

Sheriff

Hospitals

Hotels & Motels

Schools

Hospitals

Insurance

Assembly & Fabricating Service
Hospitals

Federal Government-National Security

Real Estate Loans

Source: 2005 America's Labor Market Information System (ALMIS) Employer Database.
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AIRPORT-LARKFIELD-WIKIUP SANITATION ZONE
OF THE SONOMA COUNTY WATER AGENCY
General

The Airport-Larkfield-Wikiup Sanitation Zone (the "Zone") is a sanitation zone within the
Sonoma County Water Agency ("SCWA"). SCWA is a public entity established under special enabling
legislation, California Water Code Appendix 53-1 et seq. The Zone was established on December 7,
1982 and is a separate enterprise fund of SCWA. SCWA is located in Sonoma County (the "County").

Only the Net Revenues of the Zone will be available for payment of the Installment Payments
relating to the Zone's financing (see "Plan of Finance" below) and no other revenues of SCWA or the
County will be available for these Installment Payments.

Governance and Management

SCWA, the Zone and the County are governed by a five-member governing board of directors.
The current directors and the expiration dates of their terms are set forth below.

Member Title Expiration of Term
Tim Smith Chair January 2009
Paul Kelley Vice-Chair January 2007

Valerie Brown Director January 2009
Mike Kerns Director January 2007
Mike Reilly Director January 2009

Management of the Zone is provided by Randy Poole, General Manager/Chief Engineer. Mr.
Poole has been with SCWA since 1991 and has approximately 28 years experience operating utility
systems.

Wastewater System

The Zone’s wastewater system (the "System") facilities include a wastewater collection system,
treatment plant, recycled water pipelines, storage ponds, and an irrigation system. The treatment
capacity of the System is .9 million gallons per day ("mgd"). The average daily demands on the System
is .75 mgd. The peak flow is 2.0 mgd. See "Permits and Other Regulations" below.

Plan of Finance

A portion of the proceeds of the Zone’s share of the CSCDA Series 2005C Revenue Bonds (the
"Bonds") is being used to advance refund the Zone's portion of the CSCDA Series 2000B Revenue
Bonds, currently outstanding in the principal amount of $6,000,000. This advance refunding will result
in debt service savings.

Service Area and Customers

The System serves an area of approximately 4.63 square miles in the unincorporated area north
of Santa Rosa and south of the Town of Windsor.
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Population of the service area is currently estimated to be 4,255. The tables below show the
current number of connections/Dwelling Unit Equivalents ("DUEs") of the System by classification of
user and revenues by class of user.

Airport-Larkfield-Wikiup Sanitation Zone
Number of Connections and DUEs by Classification of User
As of June 30, 2001 to 2004

User Type 2001 2002 2003 2004
Connections DUEs Connections DUEs Connections DUEs Connections DUEs

Single Family 1,611 1,601 1,618 1,620 1,618 1,620 1,635 1,635

Residential

Multiple 68 511 78 607 67 563 67 563

Family

Residential

Commercial/ 145 690 145 690 165 777 172 755

Institutional

Other 19 299 19 299 19 299 19 299

Total All Users 1,843 3,101 1,860 3,216 1,869 3,259 1,893 3,252

Source: Sonoma County Water Agency.

Airport-Larkfield-Wikiup Sanitation Zone
Revenues by Class of User
Fiscal Year 2003-04

User Class Fiscal Year Revenue Percentage of Operating
Revenue
Single Family Residential $640,920 50%
Multiple Family Residential 220,692 17
Commercial/Industrial 295,960 24
Other 117,208 9

Source: Sonoma County Water Agency.

Largest Users. The table below shows the five largest users of the System based on revenues for
the fiscal year 2003-04.
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Airport-Larkfield-Wikiup Sanitation Zone
Largest Users
Fiscal Year 2003-04

Percentage of

User Type of Business Revenue Revenue
County of Sonoma Airport $58,808 4.9%
Lee, Stephen & Susan, et al. Residential Units 26,970 2.2
Lilli Ann Properties Residential Units 25,272 2.1
Mark West Union School District School 23,896 1.9
Fio Rio, Robert & Elizabeth Mobile Home Park 18,001 1.5

Source: Sonoma County Water Agency.
Wastewater Rates

SCWA has the power to establish rates and charges as needed to operate the System. Its charges
are established by its governing board and are not subject to review or approval by any other agency.
SCWA principally relies on the following charges and fees: charges for services, connection fees and
miscellaneous charges.

Charges and Connection Fees. The following annual charges and connection fees were
established for residential and commercial wastewater service by Ordinance No. 45 adopted by the
Board of Directors of SCWA (the "Board") on April 19, 2005, which became effective on July 1, 2005.
The service charges and connection fees are based on Equivalent Single-Family Dwelling ("ESD") as
defined in Section 2.01 of Ordinance No. 15 of SCWA.

Household Service Charge. The annual household service charge is $415 and has been in effect
since July 1, 2005.

Household Connection Fee. The Zone’s current household connection fee is $8,056 per ESD.

Commercial Service Charge. The Zone’s current commercial service charge is $415 per ESD.

Commercial Connection Fee. The Zone’s current commercial connection fee is $8,056 per ESD.

Delinquencies. The Zone has not experienced any significant delinquencies exceeding 6%
over the last 5 years. Delinquency rates are insignificant because revenues for services are assessed and
collected on tax rolls.

Permits

The Zone operates under Regional Water Quality Control Board ("RWQCB") Order No. R1-
2001-69. An NPDES permit is not required for the Zone, as it operates as a "zero-discharge" treatment
plant. The Zone is in compliance with the RWQCB order.
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Existing Long-Term Obligations and Planned Capital Improvements

As of the date of issuance of the Bonds, SCWA will have no other existing long-term obligations
payable from wastewater revenues of the Zone.

Planned capital improvements to the System include, but are not limited to, the replacement of
underground fuel storage with above ground tanks, the removal of settling pond sludge, the replacement
of certain filter modules, the construction of a fourth aeration basin to treat incoming flows, the
construction of a chlorine gas scrubber system and the construction of a storage pond for secondary
effluent. Such capital improvements are estimated to cost approximately $1.1 to 4.9 million in fiscal
years 2005 through 2015. SCWA plans to finance these costs through service charges and connection
fees. Planned capital improvements to the System also include a photovoltaic project, which will provide
solar power to the Zone. A portion of the costs of the photovoltaic project is expected to be financed
through a master lease purchase agreement. The remaining balance of the costs (approximately $1.6
million) is expected to be funded with a rebate from Pacific Gas & Electric.  See "Financial
Information- Projected Operating Results and Debt Service Coverage" below.

Financial Information

Financial Statements. A copy of the most recent audited financial statements of SCWA
prepared by SCWA and audited by SCWA’s accountant (the "Auditor") is included in Appendix A
hereto (the "Financial Statements"). The Auditor’s letter concludes that the audited financial statements
present fairly, in all material respects, the financial position of SCWA as of June 30, 2004 and the
results of its operations and cash flows for the year then ended in conformity with generally accepted
accounting principles. The Financial Statements should be read in their entirety. The Auditor has not
reviewed or audited this Official Statement.

Historic Operating Results. The following table is a summary of operating results of the Zone
for the fiscal years ending June 30, 2002 through 2004. The Zone is accounted for as an enterprise fund
of SCWA. These results have been derived from the audited financial statements of SCWA and are
qualified in their entirety by reference to such statements, including the notes thereto. All results
exclude certain non-cash items and include certain other adjustments. The Auditor has not reviewed or
audited the summary operating results or any other portion of this Official Statement.
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Airport-Larkfield-Wikiup Sanitation Zone Wastewater System
Summary of Historic Operating Results
Fiscal Years Ended June 30

2002 2003 2004

Revenues

Service Charges $1,009,921 $1,097,737 $1,202,491

Connection Fees 358,111 274,168 181,540

Interest Earnings 129,391 67,961 (23,803)

Other 0 3,228 4,882
Total Revenues $1,497,423 $1,443,094 $1,365,110
Operating Expenses'" $815,802 $961,217 $1,052,039
System Net Revenues $681,621 $481.,877 $313,071

Parity Debt Service

CSCDA 2000B Wastewater $473,385 $471.,460 $470,512
Revenue Bonds®

Total Parity Debt Service 1.4 1.02 0.67
Coverage®

-~

()" Excludes depreciation and capital expenditures.

@ Net of interest earnings.

®) Connection fees included in the calculation of net revenues reflect a significant amount of new
development occurring within the Zone. Due to the sporadic nature of connection fees, the Zone
did not meet its bond debt service coverage requirement during fiscal years 2002-03 and 2003-04.
User fees were increased in each of these fiscal years to attempt to meet the 120% debt service
coverage requirement, but connection fees were significantly lower than projected due to an
unanticipated delay in receipt of development fees. Debt service was paid on time and in full from
excess Zone reserves.

Source: Sonoma County Water Agency.

Projected Operating Results and Debt Service Coverage. The Zone’s estimate of projected
operating results for the System for the fiscal years ending June 30, 2005 through 2008 are set forth
below, reflecting certain significant assumptions concerning future events and circumstances. The
financial forecast represents the Zone’s estimate of projected financial results based upon its judgment
of the probable occurrence of future events. The assumptions set forth in part in the footnotes to the
chart set forth below are material in the development of the Zone’s financial projections, and variations
in the assumptions may produce substantially different financial results. Actual operating results
achieved during the projection period will vary from those presented in the forecast and such variations
may be material.
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Airport-Larkfield-Wikiup Sanitation Zone
Wastewater System

Projected Operating Results
Fiscal Years Ended June 30

Revenues
Service Charges
Connection Fees®
Interest Earnings®
Total Revenues

Operating Expenses®

System Net Revenues

Parity Debt Service
CSCDA 2000B
Wastewater Revenue
Bonds®
CSCDA 2005C
Wastewater Revenue
Bonds

Total Parity Debt Service

Total  Parity Debt  Service

Coverage

) Derived from estimated actual results; preliminary and unaudited.

2005

$1,124,307
1,472,660
18,987
$2,615,954

$1,278,599

$1,337,355

$470,858

$470,858

2.8

~

2006 2007
$1,288,079  $1,351,583
379,630 383,221
15,000 18.000
$1,682,709  $1,752,804
$1,101,420 $1,145,476
581289  $607,328
$318,854 $ 0
145,926 445,046
$464780  $445,046

1.25 1.36

2008

$1,432,583
387,115
20,500
$1,840,198

$1,191,295

$648.903

1.41

@ A large development project contributed $1,426,755 during fiscal year 2004-05. User fees were

increased by 5.9% in fiscal year 2005-06 to collect sufficient revenue to meet the 120% debt

service coverage requirement. Future fees will be set at a sufficient level to meet this requirement.

) Assumes 2.5% rate of interest on cash balance.

@ Excludes depreciation, capital expenditures and debt service. Assumes 4% annual increase in

operating expenses.

)" A portion of the proceeds of the Zone’s share of the Bond is being used to advance refund the
Zone's portion of the CSCDA Series 2000B Revenue Bonds. See "Plan of Finance" above.
Source: Sonoma County Water Agency.
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Debt Service Schedule
The following table shows the debt service requirements of the Bonds related to the Zone.

Annual Period

Ending
October 1 Principal Interest Total
2006 $190,000.00 $274,684.00 $464,684.00
2007 210,000.00 252,576.25 462,576.25
2008 215,000.00 246,801.25 461,801.25
2009 220,000.00 240,781.25 460,781.25
2010 230,000.00 234,181.25 464,181.25
2011 235,000.00 226,821.25 461,821.25
2012 245,000.00 219,066.25 464,066.25
2013 255,000.00 210,736.25 465,736.25
2014 260,000.00 201,811.25 461,811.25
2015 275,000.00 192,321.25 467,321.25
2016 280,000.00 182,008.75 462,008.75
2017 290,000.00 171,228.75 461,228.75
2018 305,000.00 159,918.75 464,918.75
2019 315,000.00 147,718.75 462,718.75
2020 335,000.00 131,968.75 466,968.75
2021 345,000.00 115,218.75 460,218.75
2022 365,000.00 97,968.75 462,968.75
2023 380,000.00 79,718.75 459,718.75
2024 405,000.00 60,718.75 465,718.75
2025 420,000.00 40,468.75 460,468.75
2026 445,000.00 19,468.75 464,468.75
Total $6,220,000.00 $3,506,186.50 $9,726,186.50

Litigation

The Zone states that there is no action, suit, proceeding, inquiry or investigation, at law or in
equity, before or by any court, threatened that may result in any material adverse change relating to the
finances or operations of the Zone or the System.

In December 2004, Northern California River Watch ("River Watch") filed a citizen action
alleging violations of the Federal Clean Water Act, naming the Zone as a defendant. The complaint was
not served on the Zone. In January 2005, River Watch entered into a Tolling Agreement with the
District and other defendants to attempt to negotiate a settlement of the action. As part of the Tolling
Agreement, River Watch has withdrawn its complaint and agreed not to re-file a complaint during the
negotiation period. The Zone cannot predict what costs or liabilities may arise from these alleged
violations.

Seismic Risks

The Zone is located in a seismically active region of northern California. The System and future
planned capital improvements to the System have been or will be designed to meet all applicable seismic
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standards. However, there can be no assurance that seismic activity will not significantly damage the
System or adversely affect the local economy.

Economic and Demographic Information for Sonoma County

Population. The population for Sonoma County as of January 1, 2005 was estimated to be
478,440, an increase of 3% above the population of 464,764 as of January 1, 2001. The following table
shows the rate of growth for the County as of January 1, 2001 through January 1, 2005.

Sonoma County
Population
as of January 1

2001 464,764
2002 469,069
2003 471,644
2004 474,993
2005 478,440

Source: State of California, Department of Finance.

Employment. As of May 2005, the civilian labor force in the County reached 256,900. This is a
decrease of 0.6% over the civilian labor force of 258,400 for 2001. The table below lists figures for the
civilian labor force and comparative unemployment rates for 2001 through May 2005.

Sonoma County
Civilian Labor Force, Employment and Unemployment

Annual Average 2001 2002 2003 2004 2005
Labor Force 258,400 258,300 255400 257,500 256,900
Employment 249,000 245200 241,500 244,800 246,800
Unemployment 9,400 13,100 13,900 12,700 10,100
Unemployment Rate 3.6% 5.1% 5.4% 4.9% 3.9%

() Data through May.
Source: State of California, Employment Development Department
March 2004 Benchmark; data are not seasonally adjusted.

B-34



Personal Income. Between 1999 and 2003, the County’s median household effective buying
income increased 13%. The table below summarizes the total effective buying income and the median
household effective buying income for the County.

Sonoma County
Effective Buying Income
as of January 1

Total Effective Median Household

Buying Income Effective Buying
Year (000’s Omitted) Income
1999 $8,713,893 $42,479
2000 9,990,942 47,956
2001 10,096,031 47,908
2002 10,167,530 47,085
2003 10,340,723 48,008

Source: Survey of Buying Power, Sales and Marketing Management.

Assessed Valuation. The following table shows the assessed valuations for the County from
fiscal years 2000-01 through 2004-05.

Sonoma County
Assessed Valuations

Non-Unitary Total Before Unitary

Local Secured Utility Unsecured Rdv. Increment Utility Valuation
2000-01 34,044,892,664 3,363,840 1,647,402,225 35,695,658,729 660,796,655
2001-02 38,443,110,290 8,360,309  1,894,683,375 40,346,153,974 628,307,973
2002-03 41,793,083,472 8,132,840  2,093,704,089 (1) 43,894,920,401 724,606,272
2003-04 45,433,401,576 5,298,095 2,186,395,452 (1) 47,625,095,123 639,353,562
2004-05 49,316,843,153 5,341,095 2,134,188,378 51,456,372,626 606,454,153

(1) Includes aircraft valuations.
Source: California Municipal Statistics, Inc.

Major Employers. The following table shows the major employers in the County of Sonoma.
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Employer

Advanced Fibre Communications

Agilent Technologies Inc.
Amy's Kitchen Inc.
Amy's Kitchen Inc.

Army National Guard

Arterial Vascular Engineering
Kaiser Foundation Hospital
Medtronic Interventional Vsclr
Petaluma Valley Hospital
Recreation & Parks Adm
Santa Rosa Junior College
Santa Rosa Memorial Hospital
Sola Optical USA Inc.

Sola Optical USA Inc.

Sonoma County Human Svc Dept

Sonoma County Sheriff
Sonoma Developmental Ctr

Sonoma Mission Inn & Spa

Sonoma State University-Anthro

Sonoma Valley Hospital

State Farm Insurance

Sunrise Industries

Sutter Medical Ctr-Santa Rosa
US Coast Guard

Washington Mutual

2005

Location

Petaluma
Rohnert Park
Santa Rosa
Santa Rosa

Santa Rosa

Santa Rosa
Santa Rosa
Santa Rosa
Petaluma

Santa Rosa
Santa Rosa
Santa Rosa
Petaluma

Petaluma

Santa Rosa
Santa Rosa
Eldridge
Sonoma
Rohnert Park
Sonoma
Cotati
Eldridge
Santa Rosa
Petaluma

Santa Rosa

Sonoma County Major Employers

Industry

Telecommunications Services
Computers-Electronic-Manufacturers
Frozen Food Processors

Frozen Food Processors

State Government-National Security

Physicians & Surgeons Equip & Supls-
Whol

Hospitals

Physicians & Surgeons Equip & Supls-Mfrs
Hospitals

Parks

Schools-Universities & Colleges Academic
Hospitals

Optical Goods-Manufacturers

Optical Goods-Wholesale

County Government-Social/Human
Resources

Sheriff

Hospitals

Hotels & Motels

Schools

Hospitals

Insurance

Assembly & Fabricating Service
Hospitals

Federal Government-National Security

Real Estate Loans

Source: 2005 America's Labor Market Information System (ALMIS) Employer Database.
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SOUTH PARK COUNTY SANITATION DISTRICT
General

The South Park County Sanitation District (the "District") located in Sonoma County (the
"County") is a county sanitation district under the Community Sanitation District Act, Section 4700 et
seq. of the California Health and Safety Code.

There are four County Sanitation Districts in the County, which include Occidental, Russian
River, Sonoma Valley and South Park (collectively, the "Sanitation Districts"). The Sanitation Districts
are managed by the Sonoma County Water Agency ("SCWA") which provides engineering,
environmental, administration, operational and maintenance services. The Sanitation Districts are
separate special districts responsible for maintaining and operating their local collection systems, pump
stations, and treatment plants. Each District has an ordinance defining policies, including user fees.

An agreement for dissolution of the District and transfer to the City of Santa Rosa (""Santa Rosa")
was finalized on February 27, 1996 and amended in February 1998 and April 2004. Under the amended
agreement, the parties specified that: 1) dissolution of the District shall become effective on June 30,
2011; 2) Santa Rosa shall acquire the unused capacity of the District; and 3) the District will upgrade
portions of the collection system to meet City of Santa Rosa standards. Consequently, on June 30, 2011,
Santa Rosa is expected to become the successor to the District with respect to the District’s obligations
to pay the Installment Payments.

The District is a separate legal entity from SCWA, the County and the three other Sanitation
Districts with separate and independent finances and operations. Only the Net Revenues of the District
will be available for payment of the Installment Payments relating to the District's financing (see "Plan
of Finance" below) and no other revenues of SCWA or the County will be available for these
Installment Payments.

Governance and Management

The District is governed by a five-member governing board (the "Board"). The Board has the
same members as the board of SCWA and the County. The Board’s current directors and the expiration
dates of their terms are set forth below.

Member Title Expiration of Term
Tim Smith Chair January 2009
Paul Kelley Vice-Chair January 2007
Valerie Brown Director January 2009
Mike Kerns Director January 2009
Mike Reilly Director January 2009

Management of the District is provided by Randy Poole, General Manager/Chief Engineer of the
Sonoma County Water Agency. Mr. Poole has been with SCWA since 1991 and managed utility
systems for approximately 28 years.
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Wastewater System

The District’s wastewater system (the "System") facilities include a wastewater collection
system. The District provides service to the South Park area of unincorporated Sonoma County using a
gravity collection system and lift station at Todd Road. Wastewater from the District is treated and
disposed of by Santa Rosa at the Laguna Subregional Treatment Plant on Llano Road. The capacity of
the System is 21.3 million gallons per day ("mgd"), dry weather flow. The average daily demand on the
System is 16.5 mgd. The peak flow/demand on the system is 66.9 mgd.

Plan of Finance

A portion of the proceeds of the District’s share of the CSCDA Series 2005C Revenue Bonds
(the "Bonds") is being used to advance refund the District's portion of the CSCDA Series 2000B
Revenue Bonds, currently outstanding in the principal amount of $3,255,000. This advance refunding
will result in debt service savings.

Service Area and Customers

The System serves an area of approximately 1.67 square miles in the unincorporated area south
of Santa Rosa and north of the City of Rohnert Park.

Population of the service area is currently estimated to be 4,969. The tables below show the
current number of connections/Dwelling Unit Equivalents ("DUEs") of the System by classification of
user and revenues by class of user.

South Park County Sanitation District
Number of Connections and DUEs by Classification of User
as of June 30, 2001 to 2004

User Type 2001 2002 2003 2004
Connections DUEs Connections DUEs Connections DUEs Connections DUEs

Single Family 1,608 1,627 1,614 1,645 1,573 1,598 1,573 1,598

Residential

Multiple 299 857 361 914 350 921 338 964

Family

Residential

Commercial/ 186 1,327 186 1,327 183 1,327 164 1,280

Institutional

Other 9 63 9 63 8 63 8 63

Total All Users 2,102 3,874 2,170 3,949 2,114 3,909 2,083 3,905

Source: South Park County Sanitation District.
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South Park County Sanitation District
Revenues by Class of User
Fiscal Year 2003-04

User Class Fiscal Year Revenue Percentage of Operating
Revenue
Single Family Residential $1,089,766 41%
Multiple Family Residential 659,376 25
Commercial/Industrial 875,520 33
Other 43,092 1

Source: South Park County Sanitation District.

Largest Users. The table below shows the five largest users of the System based on revenues for
the fiscal year 2003-04.

South Park County Sanitation District
Largest Users

Fiscal Year 2003-04

Percentage of

User Type of Business Revenue Revenue
Mighty MHP, Inc. Mobile Home Park $75,514 3.0%
Patterson, Janice E TR, et al. Mobile Home Rented Site 68,400 2.7
ICL Industrial Leasing Corp Motel over 50 units w/shops 49,942 2.0
Rich, William & Barbara TR Mobile Home Park 44,870 1.8
Aldridge, Bernard 72-unit apartments 39,398 1.6

Source: South Park County Sanitation District.
Wastewater Rates

The District has the power to establish rates and charges as needed to operate the System. Its
charges are established by the Board and are not subject to review or approval by any other agency. The
District principally relies on the following charges and fees: charges for services, connection fees and
miscellaneous charges.

User Charges and Connection Fees. The following charges, fees and rates were established for
residential and commercial wastewater service by Ordinance No. 62 adopted by the Board on May 17,
2005, which became effective on July 1, 2005. The service charges are based on an Equivalent Single
Family Dwelling Unit ("ESD") as defined in Section 2.01 of Ordinance No. 35 of the South Park County
Sanitation District.

Household Service Charge. The annual household service charge is $684 per ESD and has
been in effect since July 1, 2004.

B-39



Household Connection Fee. The District’s current household connection charge is $2,000 per
ESD.

Commercial Service Charge. The District’s current commercial service charge is $684 per ESD.

Commercial Connection Fee. The District’s current commercial connection fee is $2,000 per
ESD.

Delinquencies. The District has not experienced any significant delinquencies exceeding 4%
over the last 5 years. Delinquency rates are insignificant because revenues for services are assessed and
collected on tax rolls.

In May 2005, ratepayers in the District submitted a majority protest of the annual wastewater
service fee increase proposed by the District pursuant to Section 6 of Proposition 218. The proposed
fee would have increased the annual wastewater fee to $725.00 from $684.00 per average family
household. Although the legal applicability of Section 6 of Proposition 218 to wastewater fees is not
clear at this time, the Board determined to honor the protest and not raise the fee to ensure compliance.

The District has sufficient reserves to allow for continued operations and capital replacement
program expenditures without a fee increase for Fiscal Year 2005-06. The District plans an outreach
program prior to submission of its next proposed rate increase to ensure users are aware of the reasons
for periodic increases in operational and capital improvement expenditures, as well as the consequences
of future rate protests on the services provided by the District.

Permits

The District operates under Regional Water Quality Control Board Order No. 2000-03; permit
number CA0022764, which is held by Santa Rosa. The permit expired on March 31, 2005, but has been
administratively extended. The District is in compliance with the requirements of the permit.

Existing Long-Term Obligations and Planned Capital Improvements

As of the date of issuance of the Bonds, the District will have no other existing long-term
obligations payable from wastewater revenues.

Planned capital improvements to the System include, but are not limited to, the replacement of
portions of the District’s collection system. Such capital improvements are estimated to cost
approximately $4 to $7 million in fiscal years 2005 through 2010. The District plans to finance these
costs through service charges, grants and the remaining proceeds attributable to the District from the
California Statewide Communities Development Authority Water and Wastewater Revenue Bonds
(Pooled Financing Program), Series 2000B.

Financial Information

Financial Statements. A copy of the most recent audited financial statements of the Sanitation
Districts prepared by the Sanitation Districts and audited by the Sanitation Districts’ accountant (the
"Auditor") is included in Appendix A hereto (the "Financial Statements"). The Auditor’s letter
concludes that the audited financial statements present fairly, in all material respects, the financial
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position of the Districts as of June 30, 2004 and the results of their operations and cash flows for the
year then ended in conformity with generally accepted accounting principles. The Financial Statements
should be read in their entirety. The Auditor has not reviewed or audited this Official Statement.

Historic Operating Results. The following table is a summary of operating results of the District
for the fiscal years ending June 30, 2002 through 2004. The results have been derived from the audited
financial statements of the District and are qualified in their entirety by reference to such statements,

including the notes thereto. All results exclude certain non-cash items and include certain other
adjustments. The Auditor has not reviewed or audited the summary operating results or any other

portion of this Official Statement.

South Park County Sanitation District
Summary of Historic Operating Results

Fiscal Years Ended June 30

2002 2003 2004
Revenues
User Fees $2,140,537  $2,330,405 $2,508,802
Interest Earnings 171,081 154,780 65,686
Other 100 54,652 55,791
Total Revenues $2,311,718  $2,539,837 $2,630,279
Operating Expenses'" $2,003,153  $1,850,945 $1,847,726
System Net Revenues $308,565 $688,892 $782,553
Parity Debt Service
CSCDA 2000B Wastewater Revenue $257,857 $254,801 $256,543
Bonds?
Total Parity Debt Service Coverage 1.20 2.70 3.05

()" Excludes depreciation and capital expenditures and includes certain cost related to the HVOC
remediation. See "Other Information" below and the Financial Statements of the District attached as
Appendix A hereto.

@ Net of interest earnings.

Source: South Park County Sanitation District.

Projected Operating Results and Debt Service Coverage. The District’s estimate of projected
operating results for the System for the fiscal years ending June 30, 2005 through 2008 are set forth
below, reflecting certain significant assumptions concerning future events and circumstances. The
financial forecast represents the District’s estimate of projected financial results based upon its judgment
of the probable occurrence of future events. The assumptions set forth in part in the footnotes to the
chart set forth below are material in the development of the District’s financial projections, and
variations in the assumptions may produce substantially different financial results. Actual operating
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South Park County Sanitation District
Wastewater System

Projected Operating Results
Fiscal Years Ended June 30

results achieved during the projection period will vary from those presented in the forecast and such
variations may be material.

2005 2006 2007 2008
Revenues
User Fees $2,582,429 $2,583,468  $2,758,885 $2,898,332
Interest Earnings® 118,837 37,500 46,435 58,410
Other Revenues 94,245 50,000 50,000 50,000
Total Revenues $2,795,511 $2,670,968  $2.855.320 $3,006,742
Operating Expenses
General® $1,593,062 $1,825,300  $1,989,312 $2,074,244
Roseland Action Team™ 213,222 200,000 200,000 200,000
County Loan Repayment® 100,000 0 0 0
Total Operating Expenses $1,906,284 $2,025,300  $2,189,312 $2,274,244
System Net Revenues $889,227 $645,668 $666,008 $732,498
Parity Debt Service
CSCDA 2000B $255,546 $171,176 $ 0 $ 0
Wastewater Revenue
Bonds®
CSCDA 2005C 0 76,205 233.179 240,366
Wastewater Revenue
Bonds
Total Parity Debt Service $255,546 $247,381 $233,179 $240,366
Total Parity Debt Service
Coverage 3.48 2.61 2.86 3.05

) Derived from estimated actual results, preliminary and unaudited.

@ Assumes 2.5% rate of interest on cash balance.

®) Excludes depreciation, capital expenditures and debt service and includes certain cost related to
the HVOC remediation. See "Other Information" below and the Financial Statements of the
District attached as Appendix A hereto. Assumes 4% annual increase in operating expenses.

® See "Other Information" below and the Financial Statements of the District attached as
Appendix A hereto.

©) A portion of the proceeds of the District’s share of the Bonds is being used to advance refund
the District's portion of the CSCDA Series 2000B Revenue Bonds. See "Plan of Finance" above.
Source: South Park County Sanitation District.
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Other Information

The District is responsible for investigation of a plume of halogenated volatile organic
compound ("HVOC") in the groundwater underlying the District, which allegedly resulted from leakage
through cracks in the District's wastewater system pipe. The District has completed the majority of the
investigation. The initial cost of this investigation was approximately $2 million, of which $1.5 million
was paid for out of District funds. A loan from the County in the amount of $500,000 paid for the
balance of the investigation costs, which has been repaid from District funds in five equal annual
installments. The District is working with the California Regional Water Quality Control Board for the
North Coast Region (the "Regional Board") to require other potentially responsible parties to conduct
investigations of HVOC source areas on their properties. Pursuant to an agreement with the City of
Santa Rosa, the District is currently scheduled to be transferred over to Santa Rosa in June 2011. See
"General" above. The District and the City of Santa Rosa are currently negotiating the division of costs
between the District and the City of Santa Rosa for any remaining investigation and/or remediation. The
estimated costs of remediation will be determined upon completion of the investigations of the HVOC
plume area.
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Debt Service Schedule
The following table shows the debt service requirements of the Bonds related to the District.

Annual Period

Ending
October 1 Principal Interest Total
2006 $100,000.00 $143,444.00 $243,444.00
2007 110,000.00 131,878.75 241,878.75
2008 115,000.00 128,853.75 243,853.75
2009 115,000.00 125,633.75 240,633.75
2010 120,000.00 122,183.75 242,183.75
2011 125,000.00 118,343.75 243.343.75
2012 125,000.00 114,218.75 239,218.75
2013 130,000.00 109,968.75 239,968.75
2014 140,000.00 105,418.75 245,418.75
2015 140,000.00 100,308.75 240,308.75
2016 145,000.00 95,058.75 240,058.75
2017 155,000.00 89,476.25 244,476.25
2018 160,000.00 83,431.25 243.431.25
2019 165,000.00 77,031.25 242,031.25
2020 170,000.00 68,781.25 238,781.25
2021 180,000.00 60,281.25 240,281.25
2022 190,000.00 51,281.25 241,281.25
2023 200,000.00 41,781.25 241,781.25
2024 210,000.00 31,781.25 241,781.25
2025 220,000.00 21,281.25 241,281.25
2026 235,000.00 10,281.25 245,281.25
Total $3,250,000.00 $1,830,719.00 $5,080,719.00

Litigation

Other than as described below and as specified in "Other Information" above, the District states
that there is no action, suit, proceeding, inquiry or investigation, at law or in equity, threatened or before
or by any court, that may result in any material adverse change relating to the finances or operations of
the District or the System.

A complaint was filed by owners of certain property in May 2004 against the City of Santa Rosa,
the County and the District alleging wastewater lines owned and operated by each public entity in the
vicinity of the property caused contamination to such property and to the groundwater beneath such
property. While the case was withdrawn by plaintiffs in January 2005, there can be no assurance that
another contamination lawsuit will not be filed. In such case, there can be no assurance that the District
would not be found liable for such contamination, resulting in substantial costs.

Seismic Risks

The District is located in a seismically active region of northern California. The System and
future planned capital improvements to the System have been or will be designed to meet all applicable
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seismic standards. However, there can be no assurance that seismic activity will not significantly
damage the System or adversely affect the local economy.

Economic and Demographic Information for Sonoma County

Population. The population for Sonoma County as of January 1, 2005 was estimated to be
478,440, an increase of 3% above the population of 464,764 as of January 1, 2001. The following table
shows the rate of growth for the County as of January 1, 2001 through January 1, 2005.

Sonoma County
Population
as of January 1

2001 464,764
2002 469,069
2003 471,644
2004 474,993
2005 478,440

Source: State of California, Department of Finance.

Employment. As of May 2005, the civilian labor force in the County reached 256,900. This is a
decrease of 0.6% over the civilian labor force of 258,400 for 2001. The table below lists figures for the
civilian labor force and comparative unemployment rates for 2001 through May 2005.

Sonoma County
Civilian Labor Force, Employment and Unemployment

Annual Average 2001 2002 2003 2004 2005
Labor Force 258,400 258,300 255400 257,500 256,900
Employment 249,000 245200 241,500 244,800 246,800
Unemployment 9,400 13,100 13,900 12,700 10,100
Unemployment Rate 3.6% 5.1% 5.4% 4.9% 3.9%

() Data through May.
Source: State of California, Employment Development Department
March 2004 Benchmark; data are not seasonally adjusted.

Personal Income. Between 1999 and 2003, the County’s median household effective buying

income increased 13%. The table below summarizes the total effective buying income and the median
household effective buying income for the County.

B-45



Sonoma County
Effective Buying Income
as of January 1

Total Effective Median Household

Buying Income Effective Buying
Year (000’s Omitted) Income
1999 $8,713,893 $42,479
2000 9,990,942 47,956
2001 10,096,031 47,908
2002 10,167,530 47,085
2003 10,340,723 48,008

Source: Survey of Buying Power, Sales and Marketing Management.

Assessed Valuation. The following table shows the assessed valuations for the County from
fiscal years 2000-01 through 2004-05.

Sonoma County
Assessed Valuations

Non-Unitary Total Before Unitary
Local Secured Utility Unsecured Rdv. Increment Utility Valuation

2000-01  34,044,892,664 3,363,840 1,647,402,225 35,695,658,729 660,796,655
2001-02  38,443,110,290 8,360,309 1,894,683,375 40,346,153,974 628,307,973
2002-03  41,793,083,472 8,132,840 2,093,704,089 ©  43,894,920,401 724,606,272
2003-04  45,433,401,576 5,298,095 2,186,395,452®  47,625,095,123 639,353,562
2004-05  49,316,843,153 5,341,095 2,134,188,378 51,456,372,626 606,454,153

@ Includes aircraft valuations.
Source: California Municipal Statistics, Inc.

Major Employers. The following table shows the major employers in the County of Sonoma.

B-46



Employer

Advanced Fibre Communications

Agilent Technologies Inc.
Amy's Kitchen Inc.

Army National Guard

Arterial Vascular Engineering
Kaiser Foundation Hospital
Medtronic Interventional Vsclr
Petaluma Valley Hospital
Recreation & Parks Adm
Santa Rosa Junior College
Santa Rosa Memorial Hospital
Sola Optical USA Inc.

Sola Optical USA Inc.

Sonoma County Human Svc Dept

Sonoma County Sheriff
Sonoma Developmental Ctr

Sonoma Mission Inn & Spa

Sonoma State University-Anthro

Sonoma Valley Hospital

State Farm Insurance

Sunrise Industries

Sutter Medical Ctr-Santa Rosa
Us Coast Guard

Washington Mutual

2005

Location
Petaluma
Rohnert Park
Santa Rosa
Santa Rosa
Santa Rosa
Santa Rosa
Santa Rosa
Petaluma
Santa Rosa
Santa Rosa
Santa Rosa
Petaluma
Petaluma
Santa Rosa
Santa Rosa
Eldridge
Sonoma
Rohnert Park
Sonoma
Cotati
Eldridge
Santa Rosa
Petaluma

Santa Rosa

Sonoma County Major Employers

Industry

Telecommunications Services
Computers-Electronic-Manufacturers
Frozen Food Processors

State Government-National Security
Physicians & Surgeons Equip & Supls-Whol
Hospitals

Physicians & Surgeons Equip & Supls-Mfts
Hospitals

Parks

Schools-Universities & Colleges Academic
Hospitals

Optical Goods-Manufacturers

Optical Goods-Wholesale

County Government-Social/Human Resources
Sheriff

Hospitals

Hotels & Motels

Schools

Hospitals

Insurance

Assembly & Fabricating Service

Hospitals

Federal Government-National Security

Real Estate Loans

Source: 2005 America's Labor Market Information System (ALMIS) Employer Database.
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APPENDIX C

DEFINITIONS AND SUMMARY OF LEGAL DOCUMENTS

The following is a brief summary of certain of the definitions and provisions of the Indenture and
the Installment Purchase Agreements. Except where indicated, Installment Purchase Agreements are
substantially similar and their terms are collectively summarized in this Appendix. This summary is not
intended to be comprehensive or definitive, and reference is made to the actual documents for the
complete terms thereof.

DEFINITIONS

The following are summaries of certain of the definitions in the Indenture and the Installment
Purchase Agreements. This summary is not intended to be comprehensive or definitive, and reference is
made to the actual documents for the complete terms thereof.

Agreement

The term "Agreement” means the Installment Purchase Agreements, by and between the
Participants and the Authority, as originally executed and as such may from time to time be amended or
supplemented.

Annual Debt Service

The term "Annual Debt Service" means, for any Fiscal Year, the sum of (1) the interest accruing
on all Parity Debt during such Fiscal Year, assuming that all Parity Debt is retired as scheduled, plus
(2) the principal amount (including principal due as sinking fund installment payments) allocable to all
Parity Debt in such Fiscal Year, calculated as if such principal amounts were deemed to accrue daily
during such Fiscal Year in equal amounts from, in each case, each payment date for principal or the date of
delivery of such Parity Debt (provided that principal shall not be deemed to accrue for greater than a 365-
day period prior to any payment date), as the case may be, to the next succeeding payment date for
principal, provided, that the following adjustments shall be made to the foregoing amounts in the
calculation of Annual Debt Service:

(A)  with respect to any such Parity Debt bearing or comprising interest at other than a
fixed interest rate, the rate of interest used to calculate Annual Debt Service shall be (i) with respect to
such Parity Debt then outstanding, one hundred ten per cent (110%) of the greater of (1) the daily average
interest rate on such Parity Debt during the twelve (12) calendar months next preceding the date of such
calculation (or the portion of the then current Fiscal Year that such Parity Debt has borne interest) or
(2) the most recent effective interest rate on such Parity Debt prior to the date of such calculation or
(i) with respect to such Parity Debt then proposed to be issued, the then current 20-Bond GO Index rate as
published in The Bond Buyer (or if The Bond Buyer or such index is no longer published, such other
published similar index);

(B)  with respect to any such Parity Debt having twenty-five per cent (25%) or more of
the aggregate principal amount thereof due in any one Fiscal Year, Annual Debt Service shall be
calculated for the Fiscal Year of determination as if the interest on and principal of such Parity Debt were
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being paid from the date of incurrence thereof in substantially equal annual amounts over a period of
twenty (20) years from the date of such Parity Debt provided, however that the full amount of such Parity
Debt shall be included in Annual Debt Service if the date of calculation is within 24 months of the actual
maturity of the payment;

(C)  with respect to any such Parity Debt or portions thereof bearing no interest but
which are sold at a discount and which discount accretes with respect to such Parity Debt or portions
thereof, such accreted discount shall be treated as due when scheduled to be paid,;

(D)  Annual Debt Service shall not include interest on Parity Debt which is to be paid
from amounts constituting capitalized interest;

(E) if an interest rate swap agreement is in effect with respect to, and is payable on a
parity with, any Parity Debt to which it relates, no amounts payable under such interest rate swap in excess
of debt service payable under such Parity Debt agreement shall be included in the calculation of Annual
Debt Service unless the sum of (i) the interest payable on such Parity Debt, plus (ii) the amounts payable
by the Participant under such interest rate swap agreement, less (iii) the amounts receivable by the
Participant under such interest rate swap agreement, are greater than the interest payable on such Parity
Debt , in which case the amount of such payments to be made that exceed the interest to be paid on such
Parity Debt shall be included in such calculation, and for this purpose, the variable amount under any such
interest rate swap agreement shall be determined in accordance with the procedure set forth in
subparagraph (A) of this definition; and

(F) Repayment Obligations proposed to be entered into as Parity Debt shall be deemed
to be payable at the scheduled amount due under such Repayment Obligation as calculated under this
definition.

Authorized Investments

"Authorized Investments™ means any of the following obligations which at the time of investment
are legal investments of funds of the Participants under the laws of the State of California for the money
proposed to be invested under the Indenture:

1) (@) Direct obligations (other than an obligation subject to variation in principal
repayment) of the United States of America ("United States Treasury Obligations™) (b) obligations fully
and unconditionally guaranteed as to timely payment of principal and interest by the United States of
America, (c) obligations fully and unconditionally guaranteed as to timely payment of principal and
interest by any agency or instrumentality of the United States of America when such obligations are
backed by the full faith and credit of the United States of America, or (d) evidences of ownership of
proportionate interests in future interest and principal payments on obligations described above held by a
bank or trust company as custodian, under which the owner of the investment is the real party in interest
and has the right to proceed directly and individually against the obligor and the underlying government
obligations are not available to any person claiming through the custodian or to whom the custodian may
be obligated. These include, but are not necessarily limited to:



U.S. Treasury obligations
All direct or fully guaranteed obligations

Farmers Home Administration
Certificates of beneficial ownership

General Services Administration
Participation certificates

U.S. Maritime Administration
Guaranteed participation certificates
Guaranteed pool certificates

Government National Mortgage Association (GNMA)
GNMA-guaranteed mortgage-backed securities
GNMA-guaranteed participation certificates

U.S. Department of Housing & Urban Development
Local authority bonds

Washington Metropolitan Area Transit Authority
Guaranteed transit bonds

2 Federal Housing Administration debentures.

3) The listed obligations of government-sponsored agencies which are not backed by the full
faith and credit of the United States of America:

-Federal Home Loan Mortgage Corporation (FHLMC)
Participation certificates (excluding stripped mortgage securities which are
purchased at prices exceeding their principal amounts)

Senior debt obligations

-Farm Credit Banks (formerly: Federal Land Banks, Federal
Intermediate Credit Banks and Banks for Cooperatives)
Consolidated system wide bonds and notes

-Federal Home Loan Banks (FHL Banks)
Consolidated debt obligations

-Federal National Mortgage Association (FNMA)
Senior debt obligations
Mortgage-backed securities (excluding stripped mortgages
securities which are purchased at prices exceeding their
principal amounts)
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-Student Loan Marketing Association (SLMA)
Senior debt obligations (excluding securities that do not have a
fixed par value and/or the terms of which do not promise a
fixed dollar amount at maturity or call date)

-Financing Corporation (FICO)
Debt obligations

-Resolution Funding Corporation (REFCORP)
Debt obligations

4) Unsecured certificates of deposit, deposit accounts, time deposits, and bankers' acceptances
(having maturities of not more than 30 days) of any bank the short-term obligations of which are rated "A-
1" or better by Standard & Poor's.

(5) Deposits the aggregate amount of which are fully insured by the Federal Deposit Insurance
Corporation (FDIC), in banks which have capital and surplus of at least $5 million.

(6) Commercial paper (having original maturities of not more than 270 days) rated "A-1+" by
Standard & Poor's and "Prime-1" by Moody's.

(7 Money market funds rated "AAmM" or "AAmM-G" by Standard & Poor's, or better, including
funds which the Trustee or an affiliate manages, sponsors and advises.

(8) Repurchase agreements with (1) any domestic bank, or domestic branch of a foreign bank,
the long term debt of which is rated at least "A" by S&P and Moody's; or (2) any broker-dealer with "retail
customers™ or a related affiliate thereof which broker-dealer has, or the parent company (which guarantees
the provider) of which has, long-term debt rated at least "A" by S&P and Moody's, which broker-dealer
falls under the jurisdiction of the Securities Investors Protection Corporation; or (3) any other entity rated
"A" or better by S&P and Moody's and acceptable to the Bond Insurer, provided that:

A. The market value of the collateral is maintained at levels and upon such conditions as
would be acceptable to S&P to maintain an "A" rating in an "A" rated structured financing
(with a market value approach);

B. The Trustee or a third party acting solely as agent therefor or for the Authority (the "Holder
of the Collateral") has possession of the collateral or the collateral has been transferred to
the Holder of the Collateral in accordance with applicable state and federal laws (other than
by means of entries on the transferor's books);

C. The repurchase agreement shall state and an opinion of counsel shall be rendered at the
time such collateral is delivered that the Holder of the Collateral has a perfected first
priority security interest in the collateral, any substituted collateral and all proceeds thereof
(in the case of bearer securities, this means the Holder of the Collateral is in possession);

D. All other requirements of S&P in respect of repurchase agreements shall be met;
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E. The repurchase agreement shall provide that if during its term the provider's rating by either
Moody's or S&P is withdrawn or suspended or falls below "A-" by S&P or "A3" by
Moody's, as appropriate, the provider must, at the direction of the Authority or the Trustee
(who shall give such direction if so desired by the Bond Insurer), within 10 days of receipt
of such direction, repurchase all collateral and terminate the agreement, with no penalty or
premium to the Authority or Trustee.

Notwithstanding the above, if a repurchase agreement has a term of 270 days or less (with no
evergreen provision), collateral levels need not be as specified in (A) above, so long as such collateral
levels are 103% or better and the provider is rated at least "A" by S&P and Moody's, respectively.

9) State Obligations, which means:

0] Direct general obligations of any state of the United States or any subdivision or
agency thereof to which is pledged the full faith and credit of a state the unsecured general
obligation debt of which is rated "A3" by Moody's and "A" by Standard & Poor's, or better, or any
obligation fully and unconditionally guaranteed by any state, subdivision or agency whose
unsecured general obligation debt is so rated.

(i) Direct, general short-term obligations of any state agency or subdivision described
in (a) above and rated "A-1+" by Standard & Poor's and "Prime-1" by Moody's.

(iii)  Special Revenue Bonds (as defined in the United States Bankruptcy Code) of any
state, state agency or subdivision described in (a) above and rated "AA™ (without regard to
subcategories) or better by Standard & Poor's and "Aa" (without regard to subcategories) or better
by Moody's.

(10)  Investment agreements with a domestic or foreign bank or corporation (other than a life or
property casualty insurance company) the long-term debt of which, or, in the case of a guaranteed
corporation the long-term debt, or, in the case of a monoline financial guaranty insurance company, claims
paying ability, of the guarantor is rated at least "AA"(without regard to subcategories) by S&P and "Aa"
(without regard to subcategories) by Moody's; provided that, by the terms of the investment agreement:

A interest payments are to be made to the Trustee at times and in amounts as necessary to pay
debt service (or, if the investment agreement is for the Project Fund, construction draws) on
the Bonds;

B. the invested funds are available for withdrawal without penalty or premium, at any time

upon not more than seven days' prior notice; the Authority and the Trustee agree to give or
cause to be given notice in accordance with the terms of the investment agreement so as to
receive funds thereunder with no penalty or premium paid;

C. the investment agreement shall state that is the unconditional and general obligation of, and
is not subordinated to any other obligation of, the provider thereof or, if the provider is a
bank, the agreement or the opinion of counsel shall state that the obligation of the provider
to make payments thereunder ranks pari passu with the obligations of the provider to its
other depositors and its other unsecured and unsubordinated creditors;
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the Authority or the Trustee receives the opinion of domestic counsel (which opinion shall
be addressed to the Authority and the Bond Insurer) that such investment agreement is
legal, valid, binding and enforceable upon the provider in accordance with its terms and an
opinion of foreign counsel (if applicable, which opinion shall be addressed to the Authority
and the Bond Insurer) in form and substance acceptable to the Bond Insurer and addressed
to the Authority and the Bond Insurer;

the investment agreement shall provide that if during its term

i) the provider's rating by either S&P or Moody's falls below "AA-" or "Aa3",
respectively, the provider shall, at its option, within 10 days of receipt of
publication of such downgrade, either (i) collateralize the investment agreement by
delivering or transferring in accordance with applicable state and federal laws
(other than by means of entries on the provider's books) to the Authority, the
Trustee or a third party acting solely as agent therefor (the "Holder of the
Collateral™) collateral free and clear of any third-party liens or claims the market
value of which collateral is maintained at levels and upon such conditions as would
be acceptable to S&P to maintain an "A" rating in an "A" rated structured financing
(with a market value approach); or (ii) repay the principal of and accrue but unpaid
interest on the investment, and

i) the provider's rating by either S&P or Moody's is withdrawn or suspended or falls
below "A-" or "A3", respectively, the provider must, at the direction of the
Authority or the Trustee (who shall give such direction if so directed by the Bond
Insurer), within 10 days of receipt of such direction, repay the principal of and
accrued but unpaid interest on the investment, in either case with no penalty or
premium to the Authority or Trustee;

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

the investment agreement must provide that if during its term:

i) the provider shall default in its payment obligations, the provider's obligations
under the investment agreement shall, at the direction of the Authority or the
Trustee (who shall give such direction if so directed by the Bond Insurer), be
accelerated and amounts invested and accrued but unpaid interest thereon shall be
repaid to the Authority or Trustee, as appropriate, and



i) the provider shall become insolvent, not pay its debts as they become due, be
declared or petition to be bankrupt, etc. (“event of insolvency"”), the provider's
obligations shall automatically be accelerated and amounts invested and accrued
but unpaid interest thereon shall be repaid to the Authority or Trustee, as
appropriate.

(11)  Pre-funded municipal obligations rated "AAA™" by Standard & Poor's and "Aaa" by
Moody's meeting the following requirements:

(M the municipal obligations are (i) not subject to redemption prior to maturity or (ii)
the trustee for the municipal obligations has been given irrevocable instructions concerning their
call and redemption and the issuer of the municipal obligations has covenanted not to redeem such
municipal obligations other than as set forth in such instructions;

(i) the municipal obligations are secured by cash or United States Treasury obligations
which may be applied only to payment of the principal of, interest and premium on such municipal
obligations;

(ifi)  the principal of and interest on the United States Treasury Obligations (plus any
cash in the escrow) has been verified by the report of independent certified public accountants to be
sufficient to pay in full all principal of, interest, and premium, if any, due and to become due on the
municipal obligations ("Verification™);

(iv)  the cash or United States Treasury Obligations serving as security for the municipal
obligations are held by an escrow agent or trustee in trust for owners of the municipal obligations;

(V) no substitution of a United States Treasury Obligation shall be permitted except
with another United States Treasury obligation and upon delivery of a new Verification; and

(vi)  the cash or the United States Treasury Obligations are not available to satisfy any
other claims, including those by or against the trustee or escrow agent.

(12)  Subject to the prior written consent of the Bond Insurer, local California agency investment
pools, so long as such pool is rated in one of the two highest rating categories by S&P and Moody's.

(13) The Local Agency Investment Fund administered by the State of California.
(14)  Other forms of investments approved in writing by the Bond Insurer.

Installment Payments

"Installment Payments” means the installment payments due under the Installment Purchase
Agreements.



Maximum Annual Debt Service

The term "Maximum Annual Debt Service™ means, as of any date of calculation, the largest
Annual Debt Service during the period from the date of such calculation through the final maturity date of
all Parity Debt.

Net Proceeds

The term "Net Proceeds” means, when used with respect to any casualty insurance or
condemnation award, the proceeds from such insurance or condemnation award remaining after payment
of all expenses (including attorneys' fees) incurred in the collection of such proceeds.

Operation and Maintenance Costs

The term "Operation and Maintenance Costs" means the reasonable and necessary costs paid or
incurred by the Participant for maintaining and operating the System, determined in accordance with
Generally Accepted Accounting Principles, including all reasonable expenses of management and repair
and all other expenses necessary to maintain and preserve the System in good repair and working order,
and including all administrative costs of the Participant that are charged directly or apportioned to the
operation of the System, such as salaries and wages of employees, overhead, taxes (if any) and insurance
premiums (including payments required to be paid into any self-insurance funds), and including all other
reasonable and necessary costs of the Participant or charges required to be paid by it to comply with the
terms of the Agreement or of any Supplemental Agreement or of any resolution authorizing the execution
of any Parity Debt, such as compensation, reimbursement and indemnification of the Trustee and the
Authority and fees and expenses of Independent Certified Public Accountants; but excluding in all cases
(i) payment of Parity Debt and Subordinate Obligations, (ii) costs of capital additions, replacements,
betterments, extensions or improvements which under Generally Accepted Accounting Principles are
chargeable to a capital account, and (iii) depreciation, replacement and obsolescence charges or reserves
therefor and amortization of intangibles.

Parity Debt
The term "Parity Debt™" means the Installment Payments and any Parity Obligations.

Parity Obligation Payments

The term "Parity Obligation Payments” means the payments scheduled to be paid by the
Participant under and pursuant to the Parity Obligations, which payments are secured by a pledge of
System Net Revenues on a parity with the Installment Payments.



Parity Obligations

The term "Parity Obligations” means all obligations of the Participant authorized and executed by
the Participant other than the Installment Payments, the Parity Obligation Payments under which are
secured by a pledge of the System Net Revenues on a parity with the Installment Payments, including but
not limited to any Repayment Obligations secured by System Net Revenues on a parity with the
Installment Payments.

Prior Liens

The term "Prior Liens” means those liens, if any, on the System Revenues which are senior to the
pledge under the Agreement.

Project

"Project" means the public capital improvements of the Participants financed or refinanced under
the Installment Purchase Agreements.

Purchase Price

The term "Purchase Price"™ means the principal amount plus interest thereon owed by the
Participant to the Authority under the terms of the Agreement.

Record Date

"Record Date" means the close of business on the 15th day of the month preceding any Interest
Payment Date, whether or not such day is a Business Day.

Repayment Obligation

"Repayment Obligation” means the reimbursement obligation or any other payment obligation
under a written agreement between the Participant and a credit provider to reimburse the credit provider
for amounts paid pursuant to a credit facility for the payment of the principal amount or purchase price of
and/or interest on any Parity Debt.

Reserve Account

"Reserve Account” means the accounts established within the Reserve Fund relating to the
obligations under each separate Installment Purchase Agreements.

Reserve Account Requirement

The term "Reserve Account Requirement” means the amount required to be on deposit in each
Reserve Account as provided in the Indenture; provided, that notwithstanding any provision hereof to the
contrary, with the prior written consent of the Bond Insurer, all or any portion of the Reserve Account
Requirement for any Reserve Account may (following written notification to the rating agencies then
rating the Bonds) be satisfied by the provision of a policy of insurance, a surety bond, a letter of credit or
other comparable credit facility, or a combination thereof, which, together with money on deposit in such
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Reserve Account, provide an aggregate amount equal to the Reserve Account Requirement, so long as
(i) the provider of any such policy of insurance, surety bond, letter of credit or other comparable credit
facility is rated in one of the two highest rating categories (at all times) by Moody's and by S&P, (ii) in the
case of a substitution of cash for a credit facility, the Trustee has received an opinion of counsel of
recognized standing in the field of law relating to municipal bonds substantially to the effect that such
substitution is authorized or permitted under the Indenture and will not adversely affect the exclusion from
gross income of interest on the Bonds for federal income tax purposes, (iii) if such credit facility is not an
irrevocable surety bond in the highest rating category of both Moody's and S&P, the Trustee has received
written confirmation from Moody's and S&P that such substitution will not cause a lowering or
withdrawal of any ratings on the Bonds, and (iv) the Trustee has received an opinion of counsel to the
effect that the credit facility to be substituted is a valid, binding and legally enforceable obligation; and
provided further, that in the event that any previously funded cash portion of the Reserve Account
Requirement is satisfied by the provision of such a policy of insurance, surety bond, letter of credit or
other comparable credit facility, or a combination thereof, the amount of money then in such Reserve
Account equal to the portion of the Reserve Account Requirement then being satisfied by such credit
facility shall (upon receipt of a Written Request of the related Participant) be withdrawn by the Trustee
from such Reserve Account and transferred to the related Participant.

Reserve Fund
"Reserve Fund" means the fund by that name that is held by the Trustee.
Revenues
"Revenues" means all Installment Payments received or receivable by the Authority.

Subordinate Obligations

The term "Subordinate Obligations™ means the obligations of the Participant that are subordinate in
payment to the Installment Payments.

Supplemental Agreement

The term "Supplemental Agreement™ means any agreement then in full force and effect which has
been entered into by the Participant and the Trustee, amendatory of or supplemental to the Agreement; but
only if and to the extent that such Supplemental Agreement is specifically authorized under the
Agreement.

System or Systems

The term "System™ or "Systems" means the whole and each and every part of the water and/or
wastewater system of the Participant, including the portion thereof existing on the date of the Agreement,
and including all additions, betterments, extensions and improvements to such system or any part thereof
and hereafter acquired or constructed.
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System Net Revenues

The term "System Net Revenues” means for any period System Revenues less Operation and
Maintenance Costs for such period; provided that certain adjustments in the amount of System Net
Revenue deemed collected during a Fiscal Year may be made in connection with amounts deposited in the
Rate Stabilization Fund.

System Revenues

The term "System Revenues" means all gross income and revenue received or receivable by the
Participant from the ownership or operation of the System, determined in accordance with Generally
Accepted Accounting Principles, including all fees (including connection fees), rates, charges and all
amounts paid under any contracts received by or owed to the Participant in connection with the operation
of the System and all proceeds of insurance relating to the System and investment income allocable to the
System and all other income and revenue howsoever derived by the Participant from the ownership or
operation of the System or arising from the System, subject to and after satisfaction of any Prior Liens.

SUMMARY OF INDENTURE

The following is a summary of certain of the provisions of the Indenture. This summary is not
intended to be comprehensive or definitive, and reference is made to the actual document for the complete
terms thereof.

Procedure for Amendment of the Indenture. The Indenture and the rights and obligations of the
Authority and of the Owners under the Indenture and any Installment Purchase Agreement and the rights
and obligations of the Participant and Authority under the Indenture may be amended at any time by a
Supplemental Indenture or Supplemental Agreement which shall become binding when the written
consents of the Owners of at least sixty per cent (60%) in aggregate principal amount of the Bonds then
Outstanding (exclusive of Bonds disqualified as provided in the Indenture) and the written consent of the
Bond Insurer are filed with the Trustee; provided that so long as the Municipal Bond Insurance Policy is in
effect, the Bond Insurer may give consent to amendments in place of the Owners of the Bonds. No such
amendment shall (1) extend the maturity of or reduce the interest rate on, or otherwise alter or impair the
obligation of the Authority to pay the interest or principal or redemption premium, if any, of any Bond or
reduce the scheduled Installment Payments to come due, without the express written consent of the Owner
of the affected Bond, or (2) permit the creation by the Authority of any mortgage, pledge or lien upon the
Revenues superior to or on a parity with the pledge and lien created for the benefit of the Bonds or (3)
permit the creation by any Participant of any mortgage, pledge or lien upon the System Revenues (as
defined in the Installment Purchase Agreements) superior to or on a parity with the pledge and lien created
by an Installment Purchase Agreement, (4)reduce the percentage of Bonds required for the written
consent to any such amendment, or (5) modify the rights or obligations of the Trustee without its prior
written assent thereto.

The Indenture and the rights and obligations of the Authority and of the Owners and any
Installment Purchase Agreement and the rights and obligations of the Participant and the Authority
thereunder may also be amended at any time by a Supplemental Indenture or Supplemental Agreement
which shall become binding upon execution, without the consent of any Owners but only to the extent
permitted by law and only for any one or more of the following purposes:
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@ To add to the agreements and covenants of the Authority or a Participant other
agreements and covenants thereafter to be observed, or to surrender any right or power reserved to
or conferred upon the Authority or the Participant;

(b) To make such provisions for the purpose of curing any ambiguity, or of curing,
correcting or supplementing any defective provision, or in regard to questions arising thereunder,
as may deem necessary or desirable and not inconsistent therewith, and which shall not materially
adversely affect the interests of the Owners of the Outstanding Bonds;

(©) To modify, amend or supplement the Indenture in such manner as to permit the
qualification under the Trust Indenture Act of 1939, as amended, or any similar federal statute
hereafter in effect, and to add such other terms, conditions and provisions as may be permitted by
said act or similar federal statute, and which shall not materially adversely affect the interests of the
Owners of the Bonds;

(d) To maintain the exclusion under the Code of interest on the Bonds from gross
income for federal income tax purposes;

(e To the extent necessary to maintain any then existing rating by Moody's (if
Moody's is then rating the Bonds) or S&P (if S&P is then rating the Bonds) or in connection with
placing a credit facility in the Reserve Fund or;

)] For any other purpose that does not materially adversely affect the interests of the
Owners of the Outstanding Bonds.

Events of Default and Acceleration of Maturities. If one or more of the following events (an
"Event of Default") shall happen, that is to say:

@ If default shall be made in the due and punctual payment of the interest on any
Bond or when and as the same shall become due and payable; or

(b) If default shall be made in the due and punctual payment of the principal of or
redemption premium, if any, on or of any Sinking Fund Installment for any Bond when and as the
same shall become due and payable, whether at maturity as therein expressed, by declaration or
otherwise; or

(© If an Event of Default shall occur under one of the Installment Purchase
Agreements;

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 Owners of not less than twenty-five per cent (25%) in aggregate
principal amount of the Bonds at the time Outstanding, shall, by notice in writing to the Authority, declare
the principal of all of the Bonds then Outstanding, and the interest accrued thereon, to be due and payable
immediately, and upon any such declaration the same shall become and shall be immediately due and
payable, anything contained in the Indenture or in the Bonds to the contrary notwithstanding; provided,
any such declaration shall be limited to those Bonds corresponding in principal amount and maturity date
to the principal components of delinquent Installment Payments related to such default (Bonds to be
selected by lot within a maturity if necessary); provided further, that any such declaration shall be subject
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to the prior written consent of the Bond Insurer; and provided further that if, at any time after the principal
of the Bonds 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, there shall be deposited with the Trustee a
sum sufficient to pay all principal on the Bonds matured prior to such declaration and all matured
installments of interest (if any) upon all the Bonds, and the expenses of the Trustee, including attorneys'
fees, together with interest on any such amounts advanced as provided in the Indenture, and any and all
other defaults known to the Trustee (other than in the payment of interest and principal on the Bonds due
and payable solely by reason of such declaration) shall have been made good or cured or provision shall
have been made therefor, then, and in every such case, the Owners of at least a majority in aggregate
principal amount of the Bonds then Outstanding, by written notice to the Agency and to the Trustee, may,
on behalf of the Owners of all the Bonds, rescind and annul such declaration and its consequences; except
that no such rescission or annulment shall occur without the prior written consent of the Bond Insurer, and
no such rescission or annulment shall extend to or shall affect any subsequent default or shall impair or
exhaust any right or power consequent thereon.

Discharge of Bonds. If there shall be paid, to the Owners of all or a portion of the Outstanding
Bonds the interest thereon and principal thereof and redemption premiums, if any, thereon at the times and
in the manner stipulated therein and in the Indenture, then the owners of such Bonds shall cease to be
entitled to the pledge of Revenues as provided in the Indenture, and all agreements, covenants and other
obligations of the Authority to the Owners of such Bonds shall thereupon cease, terminate and become
void and be discharged and satisfied.

Any Outstanding Bonds for the payment of which money shall have been set aside to be held in
trust by the Trustee for such payment at the maturity or redemption date thereof shall be deemed, as of the
date of such setting aside, to have been paid.

SUMMARY OF THE INSTALLMENT PURCHASE AGREEMENTS

The following is a collective summary of certain of the terms of the Installment Purchase
Agreements. This summary is not intended to be comprehensive or definite, and reference is made to the
actual documents for the complete terms thereof.

Changes to the Project. The Participant may at any time substitute other public capital
improvements for the System the then existing components of the Project by submitting a Written Request
of the Participant to the Authority and the Trustee specifying the components of the Project to be
substituted and the new components.

Covenant Against Encumbrances. The Participant will not mortgage or otherwise encumber,
pledge or place any charge upon any of the System Net Revenues except as provided in the Agreement,
and will not issue any obligations secured by System Net Revenues senior to the Parity Debt; provided,
that the Participant may at any time issue any Subordinate Obligations.

Covenant Against Sale or Other Disposition of the System. Except as provided in the
Indenture, the Participant will not sell or otherwise dispose of the System or any part thereof essential to
the proper operation of the System or to the maintenance of the System Net Revenues, unless the
Installment Payments have been fully paid or provision has been made therefor. The Participant will not
enter into any lease or agreement which impairs the operation of the System or any part thereof necessary
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to secure adequate System Net Revenues for the payment of the Installment Payments, or which would
otherwise impair the rights of the Owners with respect to the System Net Revenues or the operation of the
System.

Covenant Regarding Maintenance and Operation of System. The Participant will maintain and
preserve the System in good repair and working order at all times and will operate the System in an
efficient and economical manner.

Insurance. The Participant will procure and maintain at all times insurance on the System against
such risks (including accident to or destruction of the System) as are usually insured in connection with
operations similar to the System and, to the extent such insurance is available for reasonable premiums
from a reputable insurance company, such insurance shall be adequate in amount and, as to the risks
insured against, shall be maintained with responsible insurers; provided, that such insurance coverage may
be satisfied under a self-insurance program which is actuarially sound.

The Participant shall procure and maintain or cause to be procured and maintained public liability
insurance covering claims against the Participant (including its directors, officers and employees) for
bodily injury or death, or damage to property occasioned by reason of the Participant's operations,
including any use of the System, and such insurance shall afford protection in such amounts as are usually
covered in connection with operations similar to the System; provided, that such insurance coverage may
be satisfied under a self-insurance program which is actuarially sound.

If all or any part of the System shall be damaged or destroyed the Net Proceeds realized by the
Participant therefrom shall be deposited by the Participant with the Trustee in a special fund which the
Trustee shall establish as needed in trust and applied by the Participant to the cost of acquiring and
constructing additions, betterments, extensions or improvements to the System if (A) the Participant first
secures and files with the Trustee a Certificate of the Participant showing (i) the loss in annual System
Revenues, if any, suffered, or to be suffered, by the Participant by reason of such damage or destruction,
(it) a general description of the additions, betterments, extensions or improvements to the System then
proposed to be acquired and constructed by the Participant from such proceeds, and (iii) an estimate of the
additional System Revenues to be derived from such additions, betterments, extensions or improvements;
and (B) the Trustee has been furnished a Certificate of the Participant, certifying that such additional
System Revenues will sufficiently offset on a timely basis the loss of System Revenues resulting from
such damage or destruction so that the ability of the Participant to pay Installment Payments when due will
not be substantially impaired, and such Certificate of the Participant shall be final and conclusive, and any
balance of such proceeds not required by the Participant for such purpose shall be deposited in the System
Revenue Fund; provided, that if the foregoing conditions are not met, then such proceeds shall be
deposited with the Trustee and applied to make Installment Payments as they come due and Parity
Obligation Payments as they shall become due; provided further that the foregoing procedures for the
application of Net Proceeds shall be subject to any similar provisions for Parity Debt on a pro rata basis.

If such damage or destruction has had no effect, or at most an immaterial effect, upon the System
Revenues and the security of the Installment Payments, and a Certificate of the Participant to such effect
has been filed with the Trustee, then the Participant shall forthwith deposit such proceeds in the System
Revenue Fund.
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Eminent Domain Proceeds. If all or any part of the System shall be taken by eminent domain
proceedings, the Net Proceeds realized by the Participant therefrom shall be deposited by the Participant
with the Trustee in a special fund which the Trustee shall establish as needed in trust and applied by the
Participant to the cost of acquiring and constructing additions, betterments, extensions or improvements to
the System if (A) the Participant first secures and files with the Trustee a Certificate of the Participant
showing (i) the loss in annual System Revenues, if any, suffered, or to be suffered, by the Participant by
reason of such eminent domain proceedings, (ii) a general description of the additions, betterments,
extensions or improvements to the System then proposed to be acquired and constructed by the Participant
from such proceeds, and (iii) an estimate of the additional System Revenues to be derived from such
additions, betterments, extensions or improvements; and (B) the Trustee has been furnished a Certificate of
the Participant, certifying that such additional System Revenues will sufficiently offset on a timely basis
the loss of System Revenues resulting from such eminent domain proceedings so that the ability of the
Participant to pay Installment Payments when due will not be substantially impaired, and such Certificate
of the Participant shall be final and conclusive, and any balance of such proceeds not required by the
Participant for such purpose shall be deposited in the System Revenue Fund, provided, that if the
foregoing conditions are not met, then such proceeds shall be deposited with the Trustee and applied to
make Installment Payments as they come due and Parity Obligation Payments as they shall become due
provided further that the foregoing procedures for the application of Net Proceeds shall be subject to any
similar provisions for Parity Debt on a pro rata basis.

If such eminent domain proceedings have had no effect, or at most an immaterial effect, upon the
System Revenues and the security of the Installment Payments, and a Certificate of the Participant to such
effect has been filed with the Trustee, then the Participant shall forthwith deposit such proceeds in the
System Revenue Fund.

Events of Default and Acceleration of Maturities. If one or more of the following Events of
Default shall happen, that is to say --

1) if default shall be made by the Participant in the due and punctual payment of any
Installment Payment or any Parity Debt when and as the same shall become due and payable;

2 if default shall be made by the Participant in the performance of any of the other
agreements or covenants required in the Agreement to be performed by it, and such default shall
have continued for a period of thirty (30) days after the Participant shall have been given notice in
writing of such default by the Authority, the Bond Insurer or the Trustee; provided that such
default shall not constitute an Event of Default, if the Participant shall commence to cure such
default within such thirty (30) day period and thereafter diligently and in good faith shall proceed
to cure such default within a reasonable period of time, provided, such period shall not extend
beyond a total of 90 days except with the prior consent of the Bond Insurer;

3) if the Participant 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 Participant 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
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competent jurisdiction shall assume custody or control of the Participant or of the whole or any
substantial part of its property; or

4) if payment of the principal of any Parity Debt is accelerated in accordance with its
terms;

then and in each and every such case during the continuance of such Event of Default specified in clauses
(3) and (4) above, the Authority shall, and for any other such Event of Default the Authority may (and at
the direction of the Bond Insurer shall), by notice in writing to the Participant, declare the entire principal
amount of the unpaid Installment Payments and the accrued interest thereon to be due and payable
immediately, and upon any such declaration the same shall become immediately due and payable;
provided that any such declaration of acceleration shall be subject to the prior written consent of the Bond
Insurer. This paragraph however, is subject to the condition that if at any time after the entire principal
amount of the unpaid Installment Payments and the accrued interest thereon shall have been so declared
due and payable and before any judgment or decree for the payment of the moneys due shall have been
obtained or entered the Participant shall deposit with the Authority a sum sufficient to pay the unpaid
principal amount of the Installment Payments or the unpaid payment of any other Parity Debt referred to in
clause (1) above due prior to such declaration and the accrued interest thereon, with interest on such
overdue installments, at the rate or rates applicable to the remaining unpaid principal balance of the
Installment Payments or such other Parity Debt if paid in accordance with their terms, and the reasonable
expenses of the Authority and the Bond Insurer, and any and all other defaults known to the Authority
(other than in the payment of the entire principal amount of the unpaid Installment Payments and the
accrued interest thereon due and payable solely by reason of such declaration) shall have been made good
or cured to the satisfaction of the Authority and the Bond Insurer or provision deemed by the Authority
and the Bond Insurer to be adequate shall have been made therefor, then and in every such case the
Authority and the Bond Insurer, by written notice to the Participant, may rescind and annul such
declaration 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.

Amendments. The Agreement may only be amended in accordance with the terms of the
Indenture.

Covenant by South Park County Sanitation District to Maintain its Existence. The following
covenant appears only in the Installment Purchase Agreement relating to the South Park County Sanitation
District: South Park County Sanitation District will use all means legally available to maintain its
existence, except that it may merge with the City of Santa Rosa if the following conditions are satisfied:
(i) all of the obligations under the related Installment Purchase Agreement must be assumed by the
surviving entity and (ii) the pledge of Net Revenues under the related Installment Purchase Agreement
must become a lien on parity with the senior outstanding obligations of the wastewater system of the City
of Santa Rosa, unless the Bond Insurer otherwise consents in writing
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APPENDIX D
FORM OF BOND COUNSEL'S OPINION

Upon the delivery of the Bonds, Hawkins Delafield & Wood LLP, San Francisco, California, Bond
Counsel, proposes to render a final approving opinion in substantially the following form:

, 2005

California Statewide Communities Development Authority
Sacramento, California 95814

$27,820,000
California Statewide Communities Development Authority
Water and Wastewater Revenue Bonds
(Pooled Financing Program)
Series 2005C

Members of the Governing Board:

We have acted as Bond Counsel in connection with the issuance by the California Statewide
Communities Development Authority (the "Authority™) of $27,820,000 aggregate principal amount of
California Statewide Communities Development Authority Water and Wastewater Revenue Bonds
(Pooled Financing Program) Series 2005C (the "Bonds™) under and pursuant to the provisions relating to
the joint exercise of powers found in Chapter 5 of Division 7 of Title 1 of the Government Code of the
State of California (the "Law"), and under and pursuant to the Indenture, dated as of September 1, 2005
(the "Indenture™), by and between the Authority and Union Bank of California, as trustee (the "Trustee™).

We have reviewed originals or copies identified to our satisfaction as being true copies of the
Indenture and certain other records of the Authority. As to questions of fact material to our opinion, we
have relied upon the certified proceedings and other certifications of Authority officers furnished to us
without undertaking to verify the same by independent investigations.

Based upon the foregoing and after the examination described above and after examination of such
questions of law as we have deemed relevant in the circumstances, but subject to the limitations set forth
above, we are of the opinion that:

1. The Authority has lawful authority under the Law to enter into the Indenture, and the
Authority has duly authorized, executed and delivered the Indenture and, assuming due authorization,
execution and delivery by the respective other parties thereto, the Indenture is a legal, valid and binding
obligation of the Authority enforceable in accordance with its terms. The Indenture creates a valid pledge
of the Revenues (as defined in the Indenture), subject to the provisions thereof permitting the application
thereof for the purposes and on the terms and conditions set forth therein.

2. The Authority has lawful authority to issue the Bonds and the Bonds have been duly and
validly authorized and issued by the Authority in accordance with the Constitution and statutes of the State
of California, including the Law and the Indenture. The Bonds constitute legal, valid and binding special
obligations of the Authority payable solely from Revenues and amounts on deposit in certain funds and
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accounts held under the Indenture. The Bonds are not an obligation of the State of California, any public
agency thereof (other than the Authority payable solely from the Revenues), the Participants (as defined
under the Indenture) or any member of the Authority; and neither the faith and credit nor the taxing powers
of the State of California or any public agency thereof or any member of the Authority is pledged for the
payment of the Bonds. The Authority has no taxing power.

3. Under existing statutes and court decisions, interest on the Bonds is not included in gross
income for Federal income tax purposes pursuant to Section 103 of the Internal Revenue Code of 1986,
as amended (the "Code™). Under the Code, interest on the Bonds is not treated as a preference item in
calculating alternative minimum taxable income for purposes of the alternative minimum tax applicable
to individuals and corporations; such interest, however, is includable in the adjusted current earnings of
certain corporations for purposes of computing the alternative minimum tax imposed on such
corporations by the Code. In rendering the opinions in this paragraph 3, we have relied upon and
assumed (i) the material accuracy of the representations, statements of intention and reasonable
expectations, and certifications of fact, contained in the Tax Certificate delivered on the date hereof by
the Authority and the Participants with respect to the use of proceeds of the Bonds and the investment of
certain funds, and other matters affecting the non-inclusion of interest on the Bonds in gross income for
Federal income tax purposes under Section 103 of the Code, and (ii) compliance by the Authority and
the Participants with procedures and covenants set forth in the Tax Certificate and with the tax
covenants set forth in the Indenture as to such matters. Under the Code, failure to comply with such
procedures and covenants may cause the interest on the Bonds to be included in gross income for
Federal income tax purposes, retroactive to the date of issuance of the Bonds, irrespective of the date on
which such noncompliance occurs or is ascertained.

4, In addition, we are further of the opinion that, under existing statutes, interest on the
Bonds is exempt from State of California personal income taxes.

Except as stated in paragraphs 3 and 4 above, we express no opinion as to any Federal, state or
local tax consequences arising with respect to the Bonds or the ownership or disposition thereof.
Furthermore, we express no opinion as to the effect of any action hereafter taken or not taken in reliance
upon an opinion of counsel other than ourselves on the exclusion from gross income for Federal income
tax purposes of interest on the Bonds, or under State and local tax law.

This opinion is issued as of the date hereof, and we assume no obligation to update, revise or
supplement this opinion to reflect any action hereafter taken or not taken, or any facts or circumstances, or
any changes in law or in interpretations thereof, that may hereafter arise or occur, or for any other reason.

The opinions expressed herein are based upon our analysis and interpretation of laws, regulations,
rulings and judicial decisions as they exist on the date hereof and cover certain matters not directly
addressed by such authorities. We call attention to the fact that the rights and obligations under the
Indenture and the Bonds are subject to bankruptcy, insolvency, reorganization, moratorium, fraudulent
conveyance and other similar laws affecting creditors' rights, to the application of equitable principles if
equitable remedies are sought, to the exercise of judicial discretion in appropriate cases and to limitations
on legal remedies against public agencies in the State of California.

Respectfully submitted,
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APPENDIX F
INFORMATION CONCERNING DTC

The information in this Appendix F concerning The Depository Trust Company ("DTC"), New
York, New York, and DTC's book entry system has been obtained from DTC and the Authority takes no
responsibility for the completeness or accuracy thereof. The Authority cannot and does not give any
assurances that DTC, DTC Participants or Indirect Participants will distribute to the Beneficial Owners
(a) payments of interest, principal or premium, if any, with respect to the Bonds, (b) certificates
representing ownership interest in or other confirmation or ownership interest in the Bonds, or (c)
redemption or other notices sent to DTC or Cede & Co., its nominee, as the registered owner of the 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
Bonds. The Bonds will be issued as fully registered securities registered in the name of Cede & Co.
(DTC's partnership nominee) or such other name as may be requested by an authorized representative of
DTC. One fully registered security certificate will be issued for each maturity of the Bonds, each in the
aggregate principal amount of such maturity, and will be deposited with DTC.

DTC 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
issues, corporate and municipal debt issues, and money market instruments from over 100 countries that
DTC's participants ("Direct Participants') deposit with DTC. DTC also facilitates the post-trade settlement
among Direct Participants of sales and other securities transactions in deposited securities, through
electronic computerized book-entry transfers and pledges between Direct 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, Fixed Income Clearing Corporation, and Emerging Markets
Clearing Corporation, (respectively, "NSCC," "FICC," and "EMCC," also subsidiaries of DTCC), as well
as by the New York Stock Exchange, Inc., the American Stock Exchange LLC, and the National
Association of Securities Dealers, Inc. Access to 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 and www.dtc.org; nothing contained in such websites is incorporated into
this Official Statement.



(© If the Participant determines that knowledge of the occurrence of a Listed Event
would be material under applicable federal securities laws, the Participant shall promptly file a
notice of such occurrence with the Repositories.

SECTION 6.  Use of Central Post Office. The Participant 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 SEC or SEC staff
(a "Central Post Office™). For this purpose, permission shall be deemed to have been granted by the SEC
staff if and to the extent the Central Post Office has received an interpretive letter, which has not been
revoked, from the SEC 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 Participant's obligations under this
Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all
of the Installment Payments. If such termination occurs prior to the final maturity of the Bonds, the
Participant shall give notice of such termination in the same manner as for a Listed Event under
Section 5(c).

SECTION 8. Dissemination Agent. The Participant hereby appoints Union Bank of California,
NL.A. to serve as the Dissemination Agent hereunder. The Participant may, from time to time, appoint or
engage a Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate,
and may discharge any such Agent, with or without appointing a successor Dissemination Agent. The
Dissemination Agent shall not be responsible in any manner for the content of any notice or report
prepared by the Participant pursuant to this Disclosure Certificate.

SECTION 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed to
prevent the Participant from disseminating any other information, using the means of dissemination set
forth in this 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 this Disclosure Certificate. If the Participant 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 this
Disclosure Certificate, the Participant shall have no obligation under this Certificate to update such
information or include it in any future Annual Report or notice of occurrence of a Listed Event.

The Participant acknowledges and understands that other state and federal laws, including but not
limited to the Securities Act of 1933 and Rule 10b-5 promulgated under the Securities Exchange Act of
1934, may apply to the Participant, and that under some circumstances compliance with this Disclosure
Certificate, without additional disclosures or other action, may not fully discharge all duties and
obligations of the Participant under such laws.

SECTION 10. Default. In the event of a failure of the Participant to comply with any provision of
this Disclosure Certificate, the sole legal remedy of any Holder or Beneficial Owner of the Bonds or the
Participating Underwriter shall be an action to compel performance. A default under this Disclosure
Certificate shall not be deemed an Event of Default under the Indenture.




No Bondholder or Beneficial Owner may institute such action, suit or proceeding to compel
performance unless they shall have first delivered to the Participant satisfactory written evidence of their
status as such, and a written notice of and request to cure such failure, and the Participant shall have
refused to comply therewith within a reasonable time.

SECTION 11. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate, and the
Participant agrees, to the extent permitted by law, to indemnify and save the Dissemination Agent, its
officers, directors, employees and agents, harmless against any loss, expense and liabilities which it may
incur arising out of or in the exercise or performance of its powers and duties hereunder, including the
costs and expenses (including attorneys' fees) of defending against any claim of liability, but excluding
liabilities due to the Dissemination Agent's negligence or willful misconduct. The obligations of the
Participant under this Section shall survive resignation or removal of the Dissemination Agent and
payment of the Bonds.

SECTION 12. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Certificate, the Participant may amend this Disclosure Certificate, and any provision of this Disclosure
Certificate may be waived with the consent of the Authority, provided that, in the opinion of nationally
recognized bond counsel, such amendment or waiver is permitted by the Rule. In the event of any
amendment or waiver of a provision of this Disclosure Certificate, the Participant shall describe such
amendment in the same manner as for a Listed Event under Section 5(c).

SECTION 13. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the
Participant, the Dissemination Agent, the Participating Underwriter and Holders and Beneficial Owners
from time to time of the Bonds, and shall create no rights in any other person or entity.

[PARTICIPANT]

By

Authorized Officer
Acknowledged as to Duties as Dissemination Agent:

UNION BANK OF CALIFORNIA, N.A.

By

Authorized Officer



EXHIBIT A

NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT

Name of Obligated Party: [Participant]

Name of Bond Issue: California Statewide Communities Development Authority
Water and Wastewater Revenue Bonds (Pooled Financing
Program), Series 2005C

Date of Issuance: , 2005

NOTICE IS HEREBY GIVEN that an Annual Report with respect to the above-named Bonds was not
released by the Participant by the date required in the Continuing Disclosure Certificate. [The Participant
anticipates that the Annual Report will be filed by ]

Dated:

[Participant]

By _ [form only; no signature required]
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FORM OF AUTHORITY CONTINUING DISCLOSURE CERTIFICATE

This Continuing Disclosure Certificate (the "Disclosure Certificate™) is executed and delivered by
the California Statewide Communities Development Authority (the "Authority"), dated , 2005, in
connection with the issuance of $27,820,000 California Statewide Communities Development Authority
Water and Wastewater Revenue Bonds (Pooled Financing Program), Series 2005C (the "Bonds™). The
Bonds are being issued pursuant to the Indenture, dated as of September 1, 2005 (the "Indenture™), by and
between the California Statewide Communities Development Authority and Union Bank of California,
N.A., as trustee (the "Trustee"). The Participants (as defined under the Indenture) have entered into
Installment Purchase Agreements, dated as of September 1, 2005 (the "Instaliment Purchase Agreements")
with the Authority. Under the Installment Purchase Agreements the Participants will pay Installment
Payments (the "Installment Payments") which will secure in part the Bonds. The Authority covenants and
agrees as follows:

SECTION 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed
and delivered by the Authority for the benefit of the Holders and Beneficial Owners of the Bonds and in
order to assist the Participating Underwriter in complying with S.E.C. Rule 15¢2-12(b)(5).

SECTION 2. Definitions. In addition to the definitions set forth in the Indenture, which apply to
any capitalized term used in this Disclosure Certificate unless otherwise defined in this Section, the
following capitalized terms shall have the following meanings:

"Beneficial Owner" shall mean any person which (a) has the power, directly or indirectly, to vote
or consent with respect to, or to dispose of ownership of, any Bonds (including persons holding Bonds
through nominees, depositories or other intermediaries), or (b) is treated as the owner of any Bonds for
federal income tax purposes.

"Dissemination Agent” shall mean Union Bank of California, N.A., or any successor
Dissemination Agent designated in writing by the Authority and which has filed with the Authority a
written acceptance of such designation.

"Listed Events" shall mean any of the events listed in Section 3(a) of this Disclosure Certificate.

"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 (the  "SEC") are listed in the SEC  website at
http://www.sec.gov/info/municipal/nrmsir.htm.

"Official Statement” shall mean the Official Statement relating to the Bonds, dated
August 22, 2005.

"Participating Underwriter" shall mean the original purchaser of the Bonds required to comply
with the Rule in connection with offering of the Bonds.

"Repository" shall mean each National Repository and each State Repository.

"Rule” shall mean Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Commission under
the Securities Exchange Act of 1934, as the same may be amended from time to time.
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"State" shall mean the State of California.

"State Repository™ shall mean any public or private repository or entity designated by the State as a
state repository for the purpose of the Rule and recognized as such by the Securities and Exchange
Commission. As of the date of this Certificate, there is no State Repository.

SECTION 3. Reporting of Significant Events.

@ Pursuant to the provisions of this Section 3, the Authority shall give, or cause to be
given, notice of the occurrence of any of the following events with respect to the Bonds, if material:

1. principal and interest payment delinquencies;

2. non-payment related defaults;

3. modifications to rights of Bondholders;

4. optional, contingent or unscheduled bond calls;

5. defeasances;

6. rating changes;

7. adverse tax opinions or events affecting the tax-exempt status of the Bonds;

8. unscheduled draws on the debt service reserves reflecting financial difficulties;
9. unscheduled draws on the credit enhancements reflecting financial difficulties;

10. substitution of the credit or liquidity providers or their failure to perform; and
11. release, substitution or sale of property securing repayment of the Bonds.

(b) Whenever the Authority obtains knowledge of the occurrence of a Listed Event, the
Authority shall as soon as possible determine if such event would be material under applicable
federal securities laws.

(© If the Authority determines that knowledge of the occurrence of a Listed Event
would be material under applicable federal securities laws, the Authority shall promptly file a
notice of such occurrence with the Repositories. Notwithstanding the foregoing, notice of Listed
Events described in subsections (a)(4) and (5) need not be given under this subsection any earlier
than the notice (if any) of the underlying event is given to Holders of affected Bonds pursuant to
the Indenture.

SECTION 4.  Use of Central Post Office. The Authority 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 SEC or SEC staff (a "Central
Post Office™). For this purpose, permission shall be deemed to have been granted by the SEC staff if and
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to the extent the Central Post Office has received an interpretive letter, which has not been revoked, from
the SEC 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 5. Termination of Reporting Obligation. The Authority's obligations under this
Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all
of the Installment Payments. If such termination occurs prior to the final maturity of the Bonds, the
Authority shall give notice of such termination in the same manner as for a Listed Event under
Section 3(c).

SECTION 6. Dissemination Agent. The Authority hereby appoints Union Bank of California,
N.A. to serve as the Dissemination Agent hereunder. The Authority may, from time to time, appoint or
engage a Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate,
and may discharge any such Agent, with or without appointing a successor Dissemination Agent. The
Dissemination Agent shall not be responsible in any manner for the content of any notice or report
prepared by the Authority pursuant to this Disclosure Certificate.

SECTION 7. Default. In the event of a failure of the Authority to comply with any provision of
this Disclosure Certificate, the sole legal remedy of any Holder or Beneficial Owner of the Bonds or the
Participating Underwriter shall be an action to compel performance. A default under this Disclosure
Certificate shall not be deemed an Event of Default under the Indenture.

No Bondholder or Beneficial Owner may institute such action, suit or proceeding to compel
performance unless they shall have first delivered to the Authority satisfactory written evidence of their
status as such, and a written notice of and request to cure such failure, and the Authority shall have refused
to comply therewith within a reasonable time.

SECTION 8. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate, and the
Authority agrees, to the extent permitted by law, to indemnify and save the Dissemination Agent, its
officers, directors, employees and agents, harmless against any loss, expense and liabilities which it may
incur arising out of or in the exercise or performance of its powers and duties hereunder, including the
costs and expenses (including attorneys' fees) of defending against any claim of liability, but excluding
liabilities due to the Dissemination Agent's negligence or willful misconduct. The obligations of the
Authority under this Section shall survive resignation or removal of the Dissemination Agent and payment
of the Bonds.

SECTION 9. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Certificate, the Authority may amend this Disclosure Certificate, and any provision of this Disclosure
Certificate may be waived with the consent of the Authority, provided that, in the opinion of nationally
recognized bond counsel, such amendment or waiver is permitted by the Rule. In the event of any
amendment or waiver of a provision of this Disclosure Certificate, the Authority shall describe such
amendment in the same manner as for a Listed Event under Section 3(c).




SECTION 10. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the
Authority, the Dissemination Agent, the Participating Underwriter and Holders and Beneficial Owners
from time to time of the Bonds, and shall create no rights in any other person or entity.

CALIFORNIA STATEWIDE COMMUNITIES
DEVELOPMENT AUTHORITY

By

Member of the Commission
Acknowledged as to Duties as Dissemination Agent:

UNION BANK OF CALIFORNIA, N.A.

By

Authorized Officer
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