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November 21, 2006

Paul Brunner

Three Rivers Levee Improvement Authority
915 8th Street

Marysville, CA 95901

Subject: Three Rivers Levee Improvement Authority Second Funding A dministration
Contract; EPS #16497

Dear Mr. Brunner:

Economic & Planning Systems, Inc., (EPS) appreciates having worked with the Three Rivers
Levee Improvement Authority (TRLIA) over the past several years providing and
implementing an overall financing strategy for levee improvements being constructed by
TRLIA. This financing strategy work has included providing a Tax Formula Strategy, two
Rate and Method of Apportionments, a Levee Improvement Development Impact Fee, ad
hoc Technical Support for the development of the Flood Control Funding Options, as well
assisting in the review, preparation and intial administration of two Advance Funding
Agreements. As requested, EPS is providing this letter, a contract and scope of work for the
ongoing administration of the Second Agreement for Advanced Funding and
Reimbursement of Costs for Levee Improvements (Second Funding Agreement).

The scope of work under this proposal has been attached to the contract as Exhibit A. This
scope reflects EPS’s understanding of the work required to assist TRLIA in the
administration of the Second Funding Agreement. The proposed budget is EPS’s best guess
estimate of the level of effort required to perform the described scope of work. Thereis a
level of uncertainty associated with providing the proposed scope that could cause the
proposed budget to be in excess of or lack the funds required to perform the requested work.
It is EPS’s opinion that the budget associated with this scope of work will allow EPS to
provide the associated ég::ices for the remainder of fiscal year 2006-07. The proposed
budget amount for the régainder of fiscal year 2006-07 is $70,000. It is EPS’s expectation that
if this contract is approved, and TRLIA desires to extend the contract at the completion of
fiscal year 2006-07 and subsequent years, this contract could be extended on an annual basis
for additional years with revised budgets and contract amendments.

The goal of the scope of services is to provide a comprehensive approach in assisting TRLIA
with the administration of all of the provisions contemplated by the Second Funding
Agreement which was executed by the TRLIA Board, the County of Yuba (County) and
landowners in Southem Yuba County in August, 2006. In developing this proposal, EPS has
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worked with TRLIA, the landowners and their representatives, as well as County
representatives to develop a matrix outlining the provisions of the agreement and the
responsibilities those provisions impart on the parties involved in the agreement. This
matrix has been provided to you as an attachment to Exhibit A. Where TRLIA is expected to
perform a task, provide information or review a spedific item, and EPS has been requested to
perform this task, the matrix indicates what will happen and when it will happen.

Generally, the matrix is broken up into 4 major categories which are these:

1. Capital Call Administration & Participant Administration;
2. Building Permit Administration & Impact Fee Program;

3. Impact Fee Bond & CFD/Builder Bond Administration; and
4

Miscellaneous / Levee Improvement Project Cash Flow / Insurance Requirement
Administration.

The scope of work outlined in Exhibit A has been organized in this same categories.

Generally, the services associated with activities included within the scope of work include
the following:

1. Participate in and organize conference calls;

Prepare materials for presentation to the County, TRLIA, and the landowners;
Assist with reviewing documents;

Preparing and reviewing spreadsheet analyses;

Preparing tax roll amounts for the levy of CFD taxes;

Preparing Studies and reports as required;

N o ook woN

Providing adhoc technical support as requested.

Again, EPS appreciates the opportunity to continue working with TRLIA on the levee
improvement program. Please call Seth Wurzel, the project manager, at (916) 649-8010 if you
have questions or if you require changes to this proposal.

Sincerely,
ECONOMIC & PLANNING SYSTEMS, INC.
i #

Tim R. Youmans

Managing Principal

/ms
Enclosures
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AGREEMENT FOR CONSULTING SERVICES
EPS # 16497

1. PARTIES. The parties to this Agreement are:

CLIENT: Three Rivers Levee Improvement Authority
CONSULTANT: Economic & Planning Systems, Inc.

2. SCOPE OF SERVICE. CONSULTANT shall assist CLIENT in the administration of the Three
Rivers Levee Improvement Authority Phase IV Funding Agreement in conformance with the
Scope of Services attached as Exhibit A.

3. BUDGET. CONSULTANT shall be entitled to fees and expenses set forth in Exhibit A
provided that CONSULTANT shall complete its work for an amount not to exceed that amount
indicated in Exhibit A. CLIENT agrees that in the event of a delay or work stoppage of 90 days
or more, EPS, in its sole discretion, may submit a revised budget to CLIENT for its approval and
that the parties shall negotiate the terms of any such revised budget in good faith.

4. PAYMENT. CONSULTANT shall be compensated in the manner indicated in Exhibit A.
Invoices are due and payable upon receipt.

5. TIME FOR PERFORMANCE. CONSULTANT shall commence work upon mutual approval of
this agreement. Thereafter the work shall be completed as specified in Exhibit A unless the time

is extended by mutual agreement.

6. 'STANDARD TERMS AND CONDITIONS. Exhibit B is the Standard Terms and Conditions that
are incorporated by reference as though set out in full.

7. APPROVAL. Dated this day of November, 2006.

Accepted:

Economic & Planning Systems
A California Corporation

Mo T e

Managing Principal

Three Riyers Levee Improvement Authority

anaging Principa
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EXHIBIT A
SCOPE OF SERVICES AND BUDGET

1. PROJECT UNDERSTANDING

Economic & Planning Systems, Inc., (EPS) has been requested to provide financial
consulting services and support to the Three Rivers Levee Improvement Authority
(TRLIA) for the purpose of administering a funding program for Levee Improvements.
These services are required to assist TRLIA in meeting its contractual obligations under
the “Second Agreement for Advanced Funding and Reimbursement of Costs for Levee
Improvements” (Second Funding Agreement).

2. SCOPE OF SERVICES

TRLIA’s contractual obligations with respect to the Second Funding Agreement have
been outlined in a responsibility matrix that included as Attachment 1 to this Exhibit A.
In general terms, the responsibility matrix outlines the tasks and activities that need to
be performed as indicated in the Second Funding Agreement. The matrix also, in
general terms, outlines the roles and responsibilities of parties to the agreement
associated with each item and/or activity. Where EPS plays a role in assisting with these
obligations, the matrix indicates a brief description of the role EPS will play in meeting
the obligation. The general scope of the administration of the Agreement has been
broken into 4 major categories. Each category is listed below with a more
comprehensive description of the role EPS will play.

Task 1: Capital Call Administration & Participant Administration

This portion of the administration program deals with the participants obligations to
deposit funds into an escrow account to advance fund levee improvements. The
Agreement contemplates that based upon a funding proforma developed by the
participating landowners, each individual landowner will deposit funds into the escrow
account based upon the amounts indicated in the proforma. EPS will review this
proforma for its accuracy and consistency with the original methodology under which
the proforma was developed. The proforma will be periodically updated as additional
funds for levee improvements are received from outside sources and new participants
are added to the program. Based upon the amount of funds each participant deposits
into escrow, they will be authorized to pull permits based upon a building permit
authorization plan that links back to the funding proforma. EPS will also review this
plan to ensure its accuracy and consistency with the methodology under which it was
originally developed.

M\Proposals \ 16000116497 Three Rivers Phase IV Funding Admivsistration\ 16497 Exhidit A Seape and Budget 13 11.20.06.doc
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Task 2: Building Permit Administration & Impact Fee Program

The funding agreement contemplates that Public Works Department and Community
Development Department of the County will limit the number of building permits that
can be issued based upon certain terms in the agreement. EPS will work with TRLIA
and its staff to help provide Public Works and Community Development the proper
information so that building permit issuances do not exceed authorizations for the
entities participating in the Second Funding Agreement. In addition, per the
Agreement, further limitations are placed on building permit issuance for those entities
not a party to the agreement. EPS will work with TRLIA and County staff to ensure that
these limitations are upheld by providing support on an as needed basis.

EPS helped develop a Development Impact Fee program which was adopted by the
County in May of 2006. Since the Fee was adopted, EPS has help the County administer
the fee on an as needed basis. EPS will continue to provide this support which includes
providing semi-annual updates to the fee as contemplated per the nexus study, and
determining applicable fee amounts for project subject to the fee.

Task 3: Impact Fee Bond & CFD/Builder Bond Administration

The funding program contemplated in the Second Funding Agreement includes the
formation of two CFD's to issue Builder Bonds and the issuance Impact Fee Bonds
secured by impact fee revenues. The implementation of the funding programs will
require various tasks be completed.

Task 3.1: CFD Administration, Initial Setup

Part of the administration of the CFDs will require the assignment of taxes to parcels
owned by homeowners based upon the bonding capacity of homes proposed by the
land owner. The bonding capacity analysis will require review by TRLIA. Part of this
includes the independent analysis of the proposed average home prices by a third party.
EPS will contract with the Gregory Group to perform this review and they will provide
the information directly to the JPA. In addition, EPS will review the overall
methodology and accuracy of the bonding capacity analysis provided by the
landowners.

Task 3.2: CFD Administration, Ongoing Annual Tax Roll Preparation

The ongoing administration of the CFDs will require the maintenance of the attachments
to Rate & Method of Apportionments and the annual preparation of the list of taxes to
be levied on an ongoing basis. This scope will applicable be for one year’s
administration/preparation of the annual tax roll. Subsequent years tax roll preparation
will be in addition to this scope of work.
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This scope of work, as it pertains to CFD Administration, does not include work related
to the technical support associated with Conventional Bond Issuance. Any analysis
required by a special tax consultant as it relates to the preparation of an Official
Statement for the issuance of Conventional Bonds would take place under a separate or
amended contract.

Task 4: Miscellaneous / Levee Improvement Project Cash Flow / Insurance
Requirement Administration

The Second Funding Agreement has numerous additional provisions that outline the
responsibilities of TRLIA, the County and the land owners. This portion of the scope
encompasses those additional responsibilities. The following subtasks address each
individual portion of the work that will be performed by EPS.

Task 4.1: Development of Levee Maintenance Funding Plan

EPS has been, and will continue to assist with development of a permanent funding plan
for ongoing levee maintenance. The scope Second Funding Agreement contemplates
that money generating through the agreement can be used to fund maintenance for an
interim period of time until a more permanent financing plan is put into place. The
Agreement also indicates that the the permanent financing plan will work to incorporate
the financial support of the existing population benefiting from the levee improvements.
This notion lends itself to the implementation of an Assessment District. EPS will work
with TRLIA, the County and the landowners to aid in the development of a plan that
incorporates the financial support of the current population in Southern Yuba County.

Task 4.2: TRLIA Accounting Support

EPS will work with TRLIA staff to help implement and maintain accounting systems to
track levee improvement and administrative costs along with revenues received from
various funding sources. As contemplated in the Second Funding Agreement, TRLIA is
to contract with an outside consulting firm to assist in the preparation of monthly
reports. EPS will work with TRLIA staff to help set these systems up provide technical
support in meeting this contractual requirement.

Task 4.3: Reimbursements & Fair Share Funding Study

- The Second Funding Agreement contemplates that a study will be produced that
ultimately indicates how the participants in the agreement will be reimbursed the
difference between their fair allocated share of levee improvements and the amounts
they funded through the agreement. EPS will work with the landowner’s financial
consultants to prepare and review this study.
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Task 4.4: Communications with Development Community

EPS will work with the County and TRLIA to provide information to the development
community on an as needed basis. EPS will assist TRLIA in preparing pertinent
development related information that can be disseminated electronically.

3. PROPOSED SCHEDULE

EPS understands the critical nature of the work involved and is prepared to begin work
on all components of this assignment immediately. The performance period of this
contract is from the date of execution of this contract through June 30, 2007 (the
remainder of Fiscal Year 2006-07).

4. PROPOSED BUDGET AND PAYMENT

The work defined in the scope of this proposal will be performed on a time and
materials basis up to a specific maximum amount for the remainder of Fiscal Year 2006-
07 until June 31, 2007.

The initial budget to provide the the above listed scope of work for the contract period is
$70,000. This is EPS's estimate, based upon previously completed work, of the amount
of budget that may be required to perform the above listed scope of work. Inherently,
with this type of work, there is a moderate level of uncertainty and this uncertaintly is
reflected within this budget. As such, the estimated budget may be in excess of or lack
the funds required to perform the requested work. EPS charges for its services on a direct
cost (hourly billing rates and direct expenses) not-to-exceed basis; therefore, EPS will
only bill for the work completed up to the authorized budget amount. If additional work
is required and/or requested, EPS will request authorization for additional budget with

. the understanding that terms would be negotiated in good faith. It is expected that this
budget may be increased on an as needed basis through a contract amendment process.

The following is a break down of the budget for each component of the proposed scope
of work and an allocation of the budget into the various funding sources available to
TRLIA. The allocation of the various task budgets has been provided to help assist
TRLIA in accounting for these consultant costs.
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Proposed Budget & Allocation to Funding Mechanisms

Budgeted Allocation to Funding Mechanisms
Amount
Remainder of Agreement Impact Fee
FY 06-07 Payments CFD's Program
Task 1: Capital Call Administration &
Participant Administration $24,500 100%
Task 2: Building Permit Administration
& Impact Fee Program $17,500 60% 40%
Task 3: Impact Fee Bond & CFD/Builder
Bond Administration $10,500 20% 80%
Task 4: Miscellaneous / Levee
Improvement Project Cash Flow /
Insurance Requirement Administration $17,500 100%
Total Budget for Remainder of FY 06-07 $70,000

EPS will send request for payment to TRLIA on a monthly basis after the completion of
services. EPS will request payment for services by the Tasks indicated above.

Request for payment will be sent to the following address;

Three Rivers Levee Improvement Authority

915 8% Street, Suite 125
Marysville, CA 95901
Attn: Accounts Payable

M:\Propocais\ 16000116497 Three Rivers Phase IV Funding Administration\ 16457 Exhibit A Soape and Budget v3 11.20.06.doc
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EXHIBIT A— ATTACHMENT 1
RESPONSIBILITY MATRIX

Table 1 Responsibility Matrix for Second Funding Agreement
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Economic & Planning Systems
Terms and Conditions for
Consulting Services

EPS Project #16497

EXHIBIT B
TERMS AND CONDITIONS, EPS PROJECT #16497
1. AUTHORITY.

Each party has full power and authority to enter into and perform this contract, and the
person signing this contract on behalf of each has been properly authorized and empowered
to enter into this contract. Each party further acknowledges that it has read this agreement,
understands it, and agrees to be bound by it.

2. INDEPENDENT CONTRACTOR.

It is specifically understood and agreed that in the creation and performance of this
Agreement, CONSULTANT is an independent contractor, and is not and shall not be
construed to be an employee or agent of the CLIENT.

3. INSURANCE.

CONSULTANT shall maintain the following insurance:
* Workers Compensation as required by law;
* General Liability insurance policy of $1,000,000 for personal injury and property
damage;

* Auto Liability insurance of $1,000,000, combined single limit for bodily injury and
property damage covering all vehicles including hired cars, owned and non-owned
vehicles;

* Errors and Omissions/Professional Services Liability insurance in the amount of
$1,000,000.

4, PERSONNEL.

The CONSULTANT represents that it is an equal opportunity employer and has, or will
secure at its expense, all personnel required in performing the services under this
Agreement. All personnel engaged in the work shall be authorized or permitted under State
and Local law to perform such services.

5. INTEREST OF CONSULTANT,
Consultant covenants that it presently has no interest and shall not acquire any interest,

direct or indirect, which would conflict in any manner or degree with the performance of
services required to be performed under this Agreement.
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Economic & Planning Systems
Terms and Conditions for
Consulting Services

EPS Project #16497

6. PUBLICATION, REPRODUCTION, AND USE OF MATERIAL.

CLIENT may publish, distribute or otherwise use any data, information, reports, or other
materials prepared under this Agreement by EPS ("EPS work product”), in whole or in part,
for purposes of this Project (as described in an attached Work Order). This authority does
not apply to any computer models or software used or developed as a result of this contract,
unless a separate agreement is signed concerning the disposition of such materials. CLIENT
acknowledges that EPS work product was prepared by EPS solely for contemporaneous use

by CLIENT for this Project and that it is not intended for use at any other time, location,
purpose or by any other party. Accordingly, CLIENT shall not, without the prior written
consent of EPS (which EPS may withhold in its sole discretion), (i) use EPS work product for
purposes unrelated to the Project, (ii) modify EPS work product, or (iii) disclose or distribute
any EPS work product to any other person, firm or entity. EPS shall be entitled to
indemnification by CLIENT, pursuant to paragraph 13 hereof, if CLIENT breaches this
provision, in addition to all other available remedies at law or in equity.

7. CONFIDENTIALITY.

Any reports, information or data given to or prepared or assembled by the CONSULTANT
under this Agreement which the CLIENT requests in writing to be kept confidential shall not
be made available to any individual or organization by the CONSULTANT without the prior
written approval of the CLIENT. CONSULTANT is entitled to retain copies of all data,
working papers, interim documents, memoranda, and reports produced under this
Agreement. However, nothing contained herein shall prevent the disclosure of such
information if compelled by legal process, and in the event thereof, only after notice to
CLIENT.

8. AMENDMENTS TO THE CONTRACT.

No amendment to this agreement shall be effective unless it is in writing and signed by duly
authorized representatives of both parties.

9, DISPUTED INVOICES.

In the event that CLIENT disputes any item on an invoice, CLIENT shall notify the
CONSULTANT of this disputed item within five working days of receipt of the invoice.
CLIENT will approve payment of items on an invoice that are not in dispute and CLIENT
and CONSULTANT will proceed to negotiate or arbitrate the disputed items as specified
elsewhere in this Agreement.

10. AUDITS AND INSPECTIONS.

Upon reasonable notice, CLIENT may inspect any books, records or other materials that
pertain directly to this Agreement.
Page 2 of 5
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Economic & Planning Systems
Terms and Conditions for
Consulting Services

EPS Project #16497

11. COMPENSATION FOR TESTIMONY AND PREPARATION THEREOF.

If any legal action is brought in connection with the Agreement, other than an action that is
solely the result of the incompetence or malfeasance by CONSULTANT, by or against a third
party, and CLIENT requests that Consultant or a Subconsultant, (or if CONSULTANT or a
Subconsultant is otherwise required) to testify, provide information, produce materials or
otherwise spend time on such action, then CLIENT shall pay CONSULTANT or
Subconsultant for time expended at their standard rates then in effect, plus advance all
related expenses and costs, including, but not limited to, reasonable attorneys' fees. Such
compensation shall be in addition to the maximum charge for services defined in the
Agreement.

12. TERMINATION OF AGREEMENT.

The CLIENT may, at its option, elect to cancel the contract at any time, by notice to
CONSULTANT, upon completion of any task described in the scope of services. In such
event the CLIENT will pay to the CONSULTANT the amount due by virtue of completion of
the products therefore delivered. If such cancellation is not based upon any claim of
CONSULTANT default such payment shall indude any sums withheld pursuant to this
Agreement. In addition, the CONSULTANT shall be reimbursed (in addition to the
payment) for that portion of the actual out-of-pocket costs not otherwise reimbursed under
this Agreement incurred by the CONSULTANT during the period of the Agreement which
are directly attributable to the incomplete portion of the services covered by this Agreement.

13. INDEMNIFICATION/LIMITATION OF LIABILITY.

CONSULTANT shall defend, indemnify, and hold harmless the CLIENT, its elected and
appointed councils, boards, commissions, officers, agents, and employees from any liability
for damage or claims for damage for personal injury, including death, as well as for property
damage, which may arise from the intentional or negligent acts or omissions of
CONSULTANT in the performance of services rendered under this Agreement by
CONSULTANT, or any of CONSULTANT'S officers, agents, employees, contractors or
subcontractors.
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14. STANDARD OF PERFORMANCE.

All work performed by CONSULTANT for CLIENT pursuant to this Agreement shall be
performed by qualified persons, and shall be performed in accordance with standards of
performance generaily applicable to the work in the community in which the work is
performed.

As in all projects of this type, the estimated results are based upon the continued competent
and efficient management by CLIENT. In addition, the conclusions reached by EPS assume
that no significant changes in Project conditions will occur beyond those expressly discussed
in EPS work product. EPS shall be able to rely on information provided to it by the CLIENT
and EPS shall have no responsibility to audit or otherwise verify such information.

15. ' FORCE MAJEURE.

Neither party shall be responsible for delays or failures in performance resulting from acts
beyond the control of such party. Such acts shall include but not be limited to acts of God,
strikes, lockouts, riots, acts of war, epidemics, governmental regulations superimposed after
the fact, fire, power failures, earthquakes or other disasters.

16. ARBITRATION AND ATTORNEYS FEES.

In the event of a dispute in any manner relating to or arising out of this Agreement, the
parties shall meet, confer and negotiate in good faith in an attempt to resolve the dispute. In
the event the parties are unable to resolve the dispute themselves, the dispute shall be
resolved through binding arbitration in the County of Sacramento, State of California, under
the Construction Industry Arbitration Rules of the Judicial Arbitration and Mediation
Services, Inc. ("JAMS"). In Arbitrating any issue arising under this Agreement, the power
and authority of the arbitrator shall include the power and authority to grant such equitable
relief (including injunctive relief) as may be appropriate under the circumstances, in
accordance with applicable law. The decision or ward of the arbitrator shall be binding
upon the parties and shall be enforceable by judgment entered in a court having jurisdiction.
In the event the arbitrator determines there is a prevailing party in the arbitration, the
prevailing party shall recover from the losing party all costs of arbitration, including all fees
of the arbitrator and all attorneys’ fees reasonably incurred by the prevailing party. The
arbitrator shall have authority to order such limited discovery as the arbitrator shall deem
relevant and appropriate.

17. GOVERNING Law.
This contract will be governed by and construed in accordance with the laws of the State of

California.
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18. NOTICE.

Notice given under the terms of this Agreement shall be in writing and shall be effective the
day it is mailed, properly addressed, to the party to receive such notice. Notice delivered
other than by mail shall be effective when received. Any change of address of either of the
parties shall be effective upon receipt of notice of such change by the opposite party.
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