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INDEPENDENT AUDITORS REPORT ON THE FINANCIAL STATEMENTS

Members of the Board of the
South Placer Wastewater Authority
Roseville, California

We have audited the financial statements of the South Placer Wastewater Authority, as of and for the year
ended June 30, 2005, which collectively comprise the Authority’s basic financial statements as listed in the
Table of Contents. These financial statements are the responsibility of the Authority’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance as to
whether the basic financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the basic financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion the basic financial statements referred to above present fairly in all material respects the
financial position of the South Placer Wastewater Authority at June 30, 2005, and the change in operations
and cash flows for the year then ended, in conformity with generally accepted accounting principles in the
Unites States of America.

Management’s Discussion and Analysis is not a required part of the basic financial statements but is
supplementary information required by the Governmental Accounting Standards Board. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The accompanying supplementary financial information, as listed in the Table of Contents, is
presented for purposes of additional analysis and is not a required part of the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and in our opinion is fairly stated in all material respects in relation to the basic financial

statements taken as a whole. &
S Al

December 9, 2005

A Professional Corporation
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SOUTH PLACER WASTEWATER AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS

THE AUTHORITY

The Authority is a regional joint venture created by the City of Roseville, Placer County and South Placer
Municipal Utilities District (the Members) to finance the construction of the Pleasant Grove Wastewater
Treatment Plant and other improvements located in the City of Roseville. The Authority issued $180
million of debt for this purpose in December 2000 and for the construction of the Pleasant Grove Plant,
which is estimated to cost $169 million, along with other improvements. Construction costs incurred to
date as of June 30, 2005, including costs incurred prior to the formation of the Authority that were
reimbursed from bond proceeds, were $160.3 million; the Plant was completed for the most part in fiscal

2005.

Members contribute Connection Fees they collect from developers as the properties to be served by the
Authority are developed. These Connection Fees are expected to be sufficient to fund the entire cost of
the debt service on the Plant’s construction, including principal and interest.

After construction is complete, the Authority will be responsible for collecting contributions of
Connection Fees from members and for making all debt service payments on the Revenue Bonds until

they are retired.

The Authority’s accounting is similar to private business enterprises; capital construction costs, including
interest costs, are capitalized; interest income on unexpended bond proceeds and other incidental income
is netted against these costs. Under the terms of the agreements creating and governing the Authority (the
Agreements), these net capital costs are transferred to the City of Roseville, which will own and operate
the improvements when they are complete.

THE BASIC FINANCIAL STATEMENTS

The Authority’s Basic Financial Statements include the Statement of Net Assets, Statement of Revenues,
Expenses and Changes in Net Assets and Statement of Cash Flows. Together with this report, the Basic
Financial Statements provide information about the significant events, assumptions and decisions that
resulted in the financial performance reflected in those statements.

The Statement of Net Assets provides information regarding the financial position of the Authority,
including its debt.

The Statement of Revenues, Expenses and Changes in Net Assets normally provides information
regarding the revenues generated by the Authority’s operations, and expenses incurred in generating those
revenues. The Authority’s only operating resources are provided by contributions from members and the
only costs it incurs are capital construction costs, which are contributed to the City of Roseville, and debt
service payments.

The Statement of Cash Flows provides information regarding the sources and uses of all the cash that
flowed into and out of the Authority, regardless of how these transactions were accounted for.



FINANCIAL ACTIVITIES AND FISCAL YEAR 2005 HIGHLIGHTS

Statement of Net Assets

The Authority’s net assets remained at $1.2 million for 2005 as shown in Table 1 below.

Table 1
Net Assets
As of June 30, 2005 and 2004
(In Millions)
2005 2004
Assets
Current Assets:
Cash and investments $170.6 $175.2
Other current assets 2.2 1.7
Noncurrent Assets:
Deferred liabilities 0.1
Total Assets 172.8 177.0
Liabilities
Current Liabilities 1.0 2.8
Long-term liabilities 170.5 173.0
Total Liabilities 171.5 175.8
Net Assets
Restricted 153.3 147.8
Unrestricted (deficit) (152.0) (146.6)
Total Net Assets $1.3 $1.2

The Authority’s Net Assets at June 30, 2005 are discussed below:

Investments of unexpended bond proceeds and member contributions totaled $170.6 million, all
of which were invested in accordance with applicable Authority resolutions and bond indentures.

Long-term debt declined a net $2.5 million as principal payments were made timely.
Other assets and liabilities included normal business receivables and payables.

Net assets restricted for rate stabilization totaled $141.6 million; these net assets are restricted by
the Members for use in the funding of debt service payments required under the Authority’s bond
indentures and future capital expansion. A separate analysis of net assets restricted for rate
stabilization by Member is presented as supplementary information to the financial statements.

Net assets restricted for debt service totaled $11.7 million; this amount is restricted under the
Authority’s Revenue Bond indentures to payment of debt service in the event other resources of the
Authority are not adequate.

Unrestricted net deficit totaling $152 million represents net capital construction costs incurred to
date in constructing the Pleasant Grove Plant and other improvements. The construction in
progress has been transferred to the City of Roseville in this amount, as required by the
Agreements.



Statement of Revenues, Expenses and Changes in Net Assets

The Authority’s net assets increased $59 thousand in fiscal 2005 as shown in Table 2 below.

Table 2
Changes in Net Assets
As of June 30, 2005 and 2004
(In Millions)
2005 2004
Operating Costs
Personnel services and administration $0.1 $0.2
Debt service interest, variable bond interest
expense and fiscal agent fees 6.4 43
Construction costs 7.5 8.4
Interest revenue on bond proceeds (0.8) (0.6)
Other revenue (0.1) 0.0
Net cost of capital assets 13.1 12.3
Operating loss (13.1) (12.3)
Nonoperating Income (Expense)
Connection fees contributed by members 10.3 13.2
Interest earned on connection fees 2.8 2.0
Cost of issuance (1.3)
Net increase in the fair value of investments 0.1 (0.9)
Total nonoperating income 13.2 13.0
Net Income 0.1 0.7
Net Assets at Beginning of Year 1.2 0.5
Net Assets at End of Year §1.3 $1.2

Capital costs of the Authority, as defined by the Agreements, include personnel services and
administration, debt service, and construction costs. Construction costs include interest on construction
financing costs, net of interest income on unexpended bond proceeds.

Net capital costs were $13.2 million at June 30, 2005. The following is the breakdown of capital costs:

e Personnel services and administration expenditures of $142 thousand incurred in fiscal 2005
compared to $178 thousand in fiscal 2004.

e Debt service expenditures were $9.4 million, including $3.0 million for principal repayment, $6.4
million in interest expense and $1 thousand in fiscal agent fees. The prior year expenditures were
$8.3 million, including $3.9 million for principal repayment, $4.3 million in interest expense and
$8 thousand in fiscal agent fees. Generally accepted accounting principles require that net
construction period interest costs be included in the capitalized cost of the project. Net
construction period interest costs are the net of interest costs paid on the debt less interest
revenues received on unexpended debt proceeds.



e Actual construction payments to contractors in fiscal 2005 were $7.5 million, compared to $8.4
million in fiscal 2004, as work on the Pleasant Grove Plant and other improvements were nearing
completion.

e Interest income of $793 thousand was earned in fiscal 2005 on unexpended bond proceeds.

With the transfer of $13.2 million in fiscal 2005, the total amount of capital costs incurred and transferred,
in the form of construction in progress, to the City of Roseville to date is $166.2 million, which is
reflected in the financial statements as the deficit balance in unrestricted net assets.

The Authority received contributions of $10.3 million from Members in fiscal 2005, representing
Connection Fees collected by them from developers of properties in the area to be served by the
Authority. While lower than the $13.3 million received in fiscal 2004 due to a leveling of construction, it
still shows a high growth rate in the area.

Analysis of Rate Stabilization Restricted Net Assets Schedule

The Schedule presented as supplementary information to the financial statements, shows that interest
income of $2.8 million was added to Members’ balances along with their fiscal 2005 contributions of
$10.3 million, plus $8.7 million was credited to the Members’ balances in the form of reimbursements
from Bond Proceeds to fund capital construction and other associated costs.

DEBT ADMINISTRATION

At June 30, 2005, the Authority’s debt is comprised of the remaining 2000 South Placer Wastewater
Authority Wastewater Revenue Bonds, Series A, the 2000 South Placer Wastewater Authority Variable
Rate Demand Wastewater Revenue Bonds, Series B, and the 2003 South Placer Wastewater Authority
Refunding Auction Rate-Synthetic Fixed Revenue Bonds, which are discussed in detail in Note 4 to the
financial statements.

ECONOMIC OUTLOOK AND MAJOR INITIATIVES

The Authority’s major initiative is the construction of the Pleasant Grove Plant and other improvements
discussed above, the debt service on which is to be financed by Member contributions of Connection Fees
collected from developers. The Members have pledged to cover any shortfall in developer Connection
Fees.

CONTACTING THE AUTHORITY’S FINANCIAL MANAGEMENT

These financial statements are intended to provide citizens, taxpayers, investors, and creditors with a
general overview of the Authority’s finances. Questions about this Report should be directed to the City
of Roseville Finance Department, at 311 Vernon Street, Roseville, CA 95678.



SOUTH PLACER WASTEWATER AUTHORITY

STATEMENT OF NET ASSETS
AND
STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN NET ASSETS




SOUTH PLACER WASTEWATER AUTHORITY
STATEMENT OF NET ASSETS
JUNE 30, 2005

ASSETS

Current Assets:
Investments in City of Roseville Treasury (Note 2)
Investments (Note 2)
Restricted investments with fiscal agent (Note 2)
Accounts receivable
Accrued interest receivable
Due from other governments

Total Assets

LIABILITIES

Current Liabilities:
Accounts payable and other liabilities
Long term liabilities:
Long-term debt (Note 4)
Due in one year
Due in more than one year

Total Liabilities

NET ASSETS
Restricted for rate stabilization
Restricted for debt service

Unrestricted (deficit)

Total Net Assets

See accompanying notes to financial statements

$17,023,388
122,982,535
30,586,482
6,015
1,085,854
1,104,327

172,788,601

993,576

3,095,000
167,461,769

171,550,345

141,582,563
11,675,675
(152,019,982)

$1,238,256




SOUTH PLACER WASTEWATER AUTHORITY
STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN NET ASSETS
FOR THE FISCAL YEAR ENDED JUNE 30, 2005

OPERATING COSTS
Cost of capital assets contributed to City of Roseville (Note 3):
Personnel services and administration
Debt service interest, variable bond interest, and fiscal agent fees expense
Construction costs
Interest revenue on bond proceeds
Other revenue

$141,627
6,434,890
7,481,994
(793,358)
(101,932)

Net cost of capital assets contributed to City of Roseville

13,163,221

Operating loss

(13,163,221)

NONOPERATING INCOME (EXPENSE)
Connection fees contributed by members (Note 1)
Interest earned on connection fees
Net increase in the fair value of investments

10,307,814
2,820,301
94,212

Total nonoperating income

13,222,327

Net income

59,106

Net Assets at beginning of year

1,179,150

Net Assets at end of year

$1,238,256

See accompanying notes to financial statements



SOUTH PLACER WASTEWATER AUTHORITY
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2005

CASH FLOWS FROM OPERATING ACTIVITIES
Payments to contractors

Payments to City of Roseville for personnel services and administration

Interest paid on debt
Interest received on bond proceeds
Other receipts

Net cash used by operating activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Receipts from members
Principal payments on debt
Fiscal agent fees

Cash Flows from Capital and Related Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received

Cash Flows from Investing Activities
Net decrease in cash and cash equivalents
Cash and investments at beginning of year

Cash and investments at end of year

Reconciliation of operating loss to net cash used by
operating activities:
Operating loss
Adjustments to reconcile operating income
to net cash provided by operating activities:
Amortization
Change in assets and liabilities:
Accounts payable and other liabilities

Net cash used by operating activities

NONCASH CAPITAL FINANCING ACTIVITIES
Contribution of construction in progress to the City of Roseville

See accompanying notes to financial statements

10

($9,276,025)

(141,627)

(5,947,698)
793,358
101,932

(14,470,060)

10,330,718
(2,975,000)

7,355,718

2,478,158

2,478,158

(4,636,184)

175,228,589

$170,592,405

($13,163,221)

487,192

(1,794,031)

($14,470,060)

($13,163,221)




SOUTH PLACER WASTEWATER AUTHORITY
Notes to the Financial Statements

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNT POLICIES |

A

Organization and Purpose

The South Placer Wastewater Authority (the Authority) is a Joint Powers Agreement created in
October 2000 which is financing the construction of the Pleasant Grove Wastewater Treatment
Plant and improvements to the Dry Creek Wastewater Treatment Plant, referred to collectively as
the Regional Wastewater Facilities.

The members of the Authority are the City of Roseville, South Placer Municipal Utilities District
and the County of Placer. The Authority’s Governing Board is comprised of five directors as
appointed by the member agencies. Two directors are appointed by the City, one director is
appointed by the District, and two directors are appointed by the County. Each representative of the
governing board has one vote.

In addition, the members entered into a Funding Agreement and Operations Agreement to provide
for the funding and operation of the Regional Wastewater Facilities. Under the Funding Agreement
the members agreed that the City of Roseville will own and operate the Regional Wastewater
Facilities and that the other members will have an interest in the capacity of those facilities. Capital
construction costs are transferred to the City of Roseville annually.

Members contribute connection fees they collect from developers as the properties to be served
by the Plant are developed. These connection fees are expected to be sufficient to fund the entire
cost of the debt service on the Plant’s construction, including principal and interest. These
contributions are made monthly.

The Authority may not be terminated, and no member agency may withdraw its membership, until
all bonds or other indebtedness issued by the Authority have been paid in full.

The Authority has no employees and substantially all staff services are performed by City of
Roseville personnel. Costs incurred by the City of Roseville to provide such services are
reimbursed by the Authority.

The Authority is considered to be a separate legal entity and is not a component unit of the above
members.

The accounting records of the Authority are maintained by the City of Roseville.

Basis of Presentation
The Authority’s Basic Financial Statements are prepared in conformity with accounting
principles generally accepted in the United States of America. The Government Accounting

Standards Board is the acknowledged standard setting body for establishing accounting and
financial reporting standards followed by governmental entities in the United States of America.

These Standards require that the financial statements described below be presented.

11




SOUTH PLACER WASTEWATER AUTHORITY
Notes to the Financial Statements

IW)TE 1 - SUMMARY OF SIGNIFICANT ACCOUNT POLICIES I

The Statement of Net Assets and the Statement of Activities display information about the
primary government (the Authority). These statements include the financial activities of the
Authority overall. Eliminations have been made to minimize the double counting of internal
activities. These statements display the business-type activities of the Authority. Business-type
activities are financed in whole or in part by fees charged to external parties.

The Statement of Revenues, Expenses and Changes in Net Assets presents a comparison between
direct expenses and program revenues for each function of the Authority’s business type
activities. Direct expenses are those that are specifically associated with a program or function
and, therefore, are clearly identifiable to a particular function. Program revenues include (a)
charges paid by the recipients of goods or services offered by the programs and (b) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular
program. Revenues that are not classified as program revenues, including all taxes, are presented
as general revenues.

C Basis of Accounting

The Authority is a proprietary entity; it uses an enterprise fund format to report its activities for
financial statement purposes. Enterprise funds are used to account for operations that are financed
and operated in a manner similar to private business enterprises, where the intent of the governing
body is that the costs and expenses, including depreciation, of providing goods or services to the
general public on a continuing basis be financed or recovered primarily through user charges.

An enterprise fund is used to account for activities similar to those in the private sector, where the
proper matching of revenues and costs is important and the full accrual basis of accounting is
required. With this measurement focus, all assets and all liabilities of the enterprise are recorded on
its statement of net assets, and under the full accrual, basis of accounting all revenues are
recognized when earned and all expenses, including depreciation, are recognized when incurred.

ENTERPRISE FUND

Rate Stabilization Fund - The Rate Stabilization Fund, the Authority’s only fund, is the general
operating fund of the Authority. It is used to account for all financial resources of the Authority.
This fund is used to pay all administrative, operating, construction and other expenses incurred by
the Authority, and to account for member contributions and charges.

D. Interest Income Allocation

Interest income is credited to capital construction costs and member contributions based on the
source of the interest earned. Interest earned on restricted investments with fiscal agents is
credited to capital construction costs and all other interest is accounted for as interest on
contributions.

NOTE 2 - CASH AND INVESTMENTS l

The Authority pools cash from all sources and all funds except cash with fiscal agents so that it can
be invested at the maximum yield, consistent with safety and liquidity, while individual funds can
make expenses at any time.

12



SOUTH PLACER WASTEWATER AUTHORITY
Notes to the Financial Statements

NOTE 2 - CASH AND INVESTMENTS (Continued) |

The Authority and its fiscal agents invest in individual investments and in investment pools.
Individual investments are evidenced by specific identifiable pieces of paper called securities
instruments, or by an electronic entry registering the owner in the records of the institution issuing
the security, called the book entry system. Individual investments are generally made by the
Authority’s fiscal agents as required under its debt issues. In order to maximize security, the
Authority employs the Trust Department of a bank as the custodian of all Authority managed
investments, regardless of their form.

A. Classification

Cash and investments are classified in the financial statements as shown below, based on whether
or not their use is restricted under the terms of Authority debt instruments or agreements.

Investments in City of Roseville Treasury $17,023,388
Investments 122,982,535
Restricted investments with fiscal agent 30,586,482
Total Investments $170,592,405
B. Investments Authorized by the California Government Code and the Authority’s Investment
Policy

The Authority’s investment policy and the California Government Code allow the Authority to
invest in the following, provided the credit ratings of the issuers are acceptable to the Authority and
approved percentages and maturities are not exceeded. The table below also identifies certain
provisions of the California Government Code, or the Authority’s Investment Policy where the
Authority’s Investment Policy is more restrictive.

Minimum Maximum Maximum
Maximum Credit Percentage Investment
Authorized Investment Type Maturity Quality Allowed In One Issuer
U.S. Treasury Obligations 5 Years No Limit No Limit
U.S. Agency Securities 5 Years No Limit No Limit
Mortgage Pass-Through Securities 5 Years 20% No Limit
Forward Delivery Agreements N/A A No Limit No Limit
Local Agency Bonds 5 Years No Limit No Limit
Repurchase Agreements 30 days No Limit No Limit
Banker's Acceptances 180 days 40% 30%
Commercial Paper 270 days A-1 25% 10%
Medium-Term Notes 5 Years AA 30% No Limit
Collateralized Time Deposits 5 Years No Limit No Limit
Negotiable Certificates of Deposit 5 Years AA 30% No Limit
Local Agency Investment Fund (LAIF) N/A No Limit No Limit
Insured Saving Accounts N/A No Limit No Limit
Money Market Mutual Funds N/A 20% 10%
Shares in a California Common Law Trust N/A No Limit No Limit
Interest Rate Swaps N/A No Limit No Limit

13



SOUTH PLACER WASTEWATER AUTHORITY
Notes to the Financial Statements

[NOTE 2 - CASH AND INVESTMENTS (Continued) |

C

Investments Authorized by Debt Agreements

The Authority must maintain required amounts of cash and investments with trustees or fiscal
agents under the terms of certain debt issues. These funds are unexpended bond proceeds or are
pledged as reserves to be used if the Authority fails to meet its obligations under these debt issues.
The California Government Code requires these funds to be invested in accordance with Authority
ordinance, bond indentures or State statute. The table below identifies the investment types that are
authorized for investments held by fiscal agents. The table also identifies certain provisions of
these debt agreements:

Minimum
Maximum Credit
Authorized Investment Type Maturity Quality
U.S. Treasury Obligations N/A None
U.S. Agency Securities N/A None
Money Market Funds N/A AAAM-G,
Certificates of Deposit 360 days A-1+
Savings Accounts, Deposit Accounts N/A None
Senior Debt Obligations N/A AAA
Deposit Accounts, Federal Funds, and
Banker's Acceptances 360 days A-1, A-1+
Commercial Paper 270 days, (A) A-1+
Money Market Funds N/A Aaam or
Highest
Pre-refunded Municipal Obligations N/A rating
General Obligations N/A A2/A
Investment Agreements N/A None
One of two
highest rating
State or Municipality Bonds/Notes N/A categories
Local Agency Investment Fund (LAIF) N/A None
California Asset Management Pool N/A None
Other Permitted Investments N/A None

A) The 2003 South Placer Wastewater Revenue Bonds commercial paper investments do not
have a maximum maturity limitation.

Interest Rate Risk
Interest rate risk is the risk that changes in market interest rates will adversely affect the fair
value of an investment. Normally, the longer the maturity of an investment, the greater the

sensitivity of its fair value to changes in market interest rates. The Authority generally manages
its interest rate risk by holding investments to maturity.

14




SOUTH PLACER WASTEWATER AUTHORITY
Notes to the Financial Statements

NOTE 2 - CASH AND INVESTMENTS (Continued) I

Information about the sensitivity of the fair values of the Authority’s investments (including
investments held by bond trustees) to market interest rate fluctuations is provided by the
following table that shows the distribution of the Authority’s investments by maturity or earliest

call date:
Remaining Maturity (in Months)
12 Months 13to 24 25-60
Or Less Months Months Total

City of Roseville Investment Pool ~ $17,023,388 $17,023,388
U.S. Treasury Notes $17,849,315 $6,741,935 24,591,250
Federal Agency Securities 31,644,140 31,644,140
Forward Delivery Agreements 63,173,622 63,173,622
Mutual Funds and Money

Market Funds (U.S. Securities) 4,893,207 4,893,207
Local Agency Investment Fund 29,266,798 29,266,798
Total Investments $51,183,393 $49,493,455 $69,915,557  $170,592,405

The Authority is a participant in the Local Agency Investment Fund (LAIF) that is regulated by
California Government Code Section 16429 under the oversight of the Treasurer of the State of
California. The Authority reports its investment in LAIF at the fair value amount provided by
LAIF, which is the same as the value of the pool share, and at June 30, 2005 was $24,054 less
than the Authority’s cost. The balance is available for withdrawal on demand, and is based on
the accounting records maintained by LAIF, which are recorded on an amortized cost basis.
Included in LAIF’s investment portfolio are collateralized mortgage obligations, mortgage-
backed securities, other asset-backed securities, loans to certain state funds, and floating rate
securities issued by federal agencies, government-sponsored enterprises, United States Treasury
Notes and Bills, and corporations. At June 30, 2005, these investments have an average maturity
of 151 days.

Money market funds are available for withdrawal on demand and at June 30, 2005, have an
average maturity of 10 days for the Federated Treasury Obligation Money Market Fund.

E. Credit Risk

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of
the investment. This is measured by the assignment of a rating by a nationally recognized
statistical rating organization. Presented below is the actual rating as of June 30, 2005 for each
investment type as provided by Standard and Poor’s investment rating system:

15




SOUTH PLACER WASTEWATER AUTHORITY
Notes to the Financial Statements

NOTE 2 - CASH AND INVESTMENTS (Continued) |

AAA AA- A+ Total
Investments:
Federal Agency Securities $31,644,140 $31,644,140
Forward Delivery Agreements $56,006,691 $7,166,931 63,173,622
Mutual Funds and Money
Market Funds (U.S. Securities) 4,893,207 4,893,207
Totals $36,537,347 $56,006,691 $7,166,931 99,710,969
Exempt from Credit Rate Disclosure:
U.S. Treasury Notes 24,591,250
Not Rated:
Local Agency Investment Fund 29,266,798
City of Roseville Investment Pool 17,023,388
Total Investments $170,592,405
F. Concentration of Credit Risk

The California Government Code stipulates certain percentage limitations on the amount that can
be invested in any one issuer as noted on the table at Section B above. The Authority’s
Investment Policy does not place any further restrictions on the maximum investment in any one
issuer. Investments in any one issuer, other than U. S. Treasury securities, mutual funds, and the
California Local Agency Investment Fund, that represent 5% or more of total Authority
investments are as follows at June 30, 2005:

Investment
Issuer Type Amount
JP Morgan Securities Forward delivery agreement $56,006,691
Federal Home Loan Bank Federal agency securities 19,870,117

NOTE 3 - CAPITAL ASSETS CONTRIBUTED TO THE CITY OF ROSEVILLE |

Capital construction costs incurred by the Authority are transferred annually, in the form of
construction in progress, to the City of Roseville, which owns and operates the Regional
Wastewater Facilities. Capital construction costs of the Authority, as defined by the Funding
Agreement, include personnel services and administration, debt service, and construction costs.
Construction costs include interest on construction financing costs, net of interest income on
unexpended bond proceeds.

Costs incurred by the Authority in fiscal 2005 totaling $13,163,221 were transferred as
construction in progress to the City of Roseville as of June 30, 2005.

16



SOUTH PLACER WASTEWATER AUTHORITY
Notes to the Financial Statements

NOTE 4 - LONG-TERM DEBT

A. Current Year Transactions and Balances

Balance Balance Current
June 30, 2004 Retirements June 30, 2005 Portion

Revenue Bonds
2000 Wastewater Revenue Bonds,

Series A, 3.8%-5.5%, due 11/1/10 $18,850,000 $2,375,000 $16,475,000 $2,470,000
2000 Variable Rate Demand Wastewater

Revenue Bonds, Series B,

variable rate, due 11/1/35 70,000,000 70,000,000

2003 Refunding Wastewater Revenue Bonds,
Variable, due 11/1/27 95,400,000 600,000 94,800,000 625,000
Less deferred amount on refunding (11,205,423) (487,192) (10,718,231)

TOTAL $173,044,577 $2.487,808  $170,556,769 $3,095,000

B. 2000 South Placer Wastewater Authority Wastewater Revenue Bonds, Series A; 2000 South
Placer Wastewater Authority Variable Rate Demand Wastewater Revenue Bonds, Series B

In November 2000, the Authority issued Revenue Bonds Series A and Series B in the original
principal amounts of $109,775,000 and $70,000,000 respectively. The purpose of these bonds is to
partially finance the cost of acquisition and construction of the Pleasant Grove Wastewater
Treatment Plant. Upon completion, this Plant will benefit the City, the District, and the County.
These three entities in return share the obligation of the Revenue Bonds.

The Series A4 Bonds were issued as fixed rates. On September 17, 2003, $84,525,000 of the
Series A Bonds were defeased by the 2003 Wastewater Refunding Revenue Bonds as discussed
in Note C below. Remaining principal payments are payable annually on November 1 and interest
payments are due semi-annually on May 1 and November 1, through November 1, 2010.

Annual debt service requirements for Series A are shown below:

Year Ending Principal
June 30 Repayment Interest Total

2006 $2,470,000 $656,112 $3,126,112
2007 2,575,000 551,093 3,126,093
2008 2,680,000 440,068 3,120,068
2009 2,795,000 323,725 3,118,725
2010 2,915,000 200,566 3,115,566
2011 3,040,000 68,400 3,108,400

$16,475,000 $2,239,964 $18,714,964
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SOUTH PLACER WASTEWATER AUTHORITY
Notes to the Financial Statements

NOTE 4 - LONG-TERM DEBT (Continued) |

C.

The Series B Bonds were issued as variable rate bonds, with interest calculated weekly. The rate
fluctuates according to the market conditions, but is capped at 12%. The average monthly
interest paid in fiscal year 2005 was $105,962 and the interest rate as of June 30, 2005 for the
Bonds was 2.16%. Beginning in fiscal year 2029, principal payments as shown below will be
made in addition to the variable interest payments.

Year Ending Principal Interest
June 30 Repayment (at current rate) Total

2006 $1,274,000 $1,274,000
2007 1,274,000 1,274,000
2008 1,274,000 1,274,000
2009 1,274,000 1,274,000
2010 1,274,000 1,274,000
2011-2015 6,370,000 6,370,000
2016-2020 6,370,000 6,370,000
2021-2025 6,370,000 6,370,000
2026-2030 $15,495,000 6,043,765 21,538,765
2031-2035 44,510,000 2,863,437 47,373,437
2036 9,995,000 60,636 10,055,636
$70,000,000 $34,447,838 $104,447,838

2003 South Placer Wastewater Authority Wastewater Refunding Revenue Bonds

On September 17, 2003 the Authority issued $97,000,000 of Wastewater Refunding Revenue
Bonds to defease a portion of the 2000A Wastewater Revenue Bonds as discussed above. Revenue
bonds are repayable solely from the South Placer Wastewater Authority’s revenues. These-
proceeds were used to purchase U.S. government securities which were deposited in an irrevocable
trust with an escrow agent to provide for all future debt service payments on the Refunded Bonds.
Principal payments are due annually on November 1 and interest payments are due semi-annually
on May 1 and November 1, through November 1, 2027.

The 2003 Wastewater Refunding Revenue Bonds were issued as variable rate bonds. The rate
fluctuates according to the market conditions, but is capped at 12%. However, the Authority
entered into a 24-year interest rate swap agreement for the entire amount of its 2003 Refunding
Revenue bonds. Based on the swap agreement, the Authority owes interest calculated at a fixed
rate of 3.433% to the counterparty of the swap. In return, the counterparty owes the Authority
interest based on the variable rate that matches the rate required by the bonds. The bond principal
is not exchanged; it is only the basis on which the interest payments are calculated.

The Authority continues to pay interest to the bondholders at the variable rate provided by the
bonds. However, during the term of the swap agreement, the Authority effectively pays a fixed rate
on the debt. The debt service requirements to maturity for these bonds are based on that fixed rate.
The Authority will be exposed to variable rates if the counterparty to the swap defaults or if the
swap is terminated. A termination of the swap agreement may also result in the Authority’s
making or receiving a termination payment.
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SOUTH PLACER WASTEWATER AUTHORITY
Notes to the Financial Statements

NOTE 4 - LONG-TERM DEBT (Continued) |

D.

Year Ending Principal Interest
June 30 Repayment (at swap rate) Total
2006 $625,000 $3,254,484 $3,879,484
2007 650,000 3,233,028 3,883,028
2008 675,000 3,210,713 3,885,713
2009 700,000 3,187,541 3,887,541
2010 725,000 3,163,509 3,888,509
2011-2015 17,400,000 14,758,467 32,158,467
2016-2020 24,475,000 11,086,873 35,561,873
2021-2025 29,300,000 6,564,753 35,864,753
2026-2028 20,250,000 1,407,531 21,657,531
94,800,000 $49,866,899 $144,666,899
Reconciliation of long-term debt:
Less deferred amount on refunding (10,718,231)
Net long-term debt $84,081,769
Defeased Bonds

As of June 30, 2005 the outstanding balance for the refunded portion of the 2000 Wastewater
Revenue Bonds was $84,525,000.

NOTE 5—NET ASSETS |

Net Assets is the excess of all the Authority’s assets over all its liabilities, regardless of fund. The
Authority’s net assets are divided into two segments.

Restricted describes the portion of Net Assets which is restricted as to use by the terms and
conditions of agreements with outside parties, governmental regulations, laws, or other restrictions
which the Authority cannot unilaterally alter. At June 30, 2005, restrictions included:

Restricted for rate stabilization represents the portion of net assets restricted for future use in the
event development fees are not adequate to meet the required ratio of revenue to expenses required
under bond indentures.

Restricted for debt service represents the portion of net assets held in reserve in the event other
resources of the Authority are not adequate to make required debt service payments.

Unrestricted describes the portion of Net Assets which is not legally or contractually restricted as to
use.
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SOUTH PLACER WASTEWATER AUTHORITY

Notes to the Financial Statements

NOTE 6 - RISK MANAGEMENT I

The Authority has purchased commercial insurance for general, property and public officials
liability. During the fiscal year ended June 30, 2005, the Authority paid $27,470 for current year

coverage.

The following types of loss risks are covered by the above commercial insurance policies as

follows:
Type of Coverage Coverage Limit Deductible

Bodily Injury $1,000,000 $2,500
Property 1,000,000 2,500
Personal Injury 1,000,000 2,500
Automobile Liability 1,000,000 2,500
Public Official Bond 1,000,000 2,500
Crime Bond 10,000,000 2,500
Fire 1,000,000 2,500
Employment Practices Liability 1,000,000 10,000

The Authority has not had any claims as of June 30, 2005.

NOTE 7 - COMMITMENTS AND CONTINGENT LIABILITIES I

The Authority has outstanding contracts related to the construction of the Pleasant Grove
Wastewater Treatment Plant and other regional projects totaling $36,935,000 at June 30, 2005.

The Authority is subject to litigation arising in the normal course of business. In the opinion of the
Authority’s attorney there is no pending litigation which is likely to have a material adverse effect

on the financial position of the Authority.
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SOUTH PLACER WASTEWATER AUTHORITY

ANALYSIS OF RATE STABILIZATION RESTRICTED NET ASSETS

Balance at June 30, 2004

Additions July 1, 2004 to June 30, 2005
Regional Connection fees

Reimbursement of construction costs from

bond proceeds and other revenue
Interest allocation
Capital construction costs
Debt service
Administrative costs

Total

Balance June 30, 2005

Investments in City of Roseville Treasury
Investments
Restricted investments with fiscal agent
Unallocated loss on investments
Accounts receivable
Accrued interest receivable
Due from other governments
Deferred receivables
Accounts payable and other liabilities
Long-term debt:

Due in one year

Due in more than one year

Net Assets (Deficit)

South Placer
Municipal Utility Placer
City of Roseville District County Totals

$89,650,775 $40,918,031 $5,121,950 $135,690,756

6,218,660 2,438,233 1,650,921 10,307,814

4,726,601 2,181,374 1,817,520 8,725,495

1,864,438 849,029 106,834 2,820,301
(4,052,394) (1,870,222) (1,558,269) (7,480,885)
(4,517,393) (2,084,825) (1,737,074) (8,339,292)
(76,718) (35,407) (29,501) (141,626)

4,163,194 1,478,182 250,431 5,891,807

$93,813,969 $42,396,213 $5,372,381 $141,582,563
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Net Assets of

Bond Proceeds

Member
Contributions

$30,586,482

(354,860)

116,656

(135,816)

(3,095,000)

(167,461,769)

$17,023,388
122,982,535

354,860
6,015
969,198
1,104,318
9
(857,760)

($140,344,307)

$141,582,563




