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SWEETWATER SPRINGS WATER DISTRICT
BOARD OF DIRECTORS MEETING

AGENDA

August 1, 2013, Regular Meeting
District Offices, 17081 Hwy. 116, Ste. B
Guerneville, California
6:30 p.m.

NOTICE TO PERSONS WITH DISABILITIES: It is the policy of the Sweetwater Springs Water
District to offer its public programs, services and meetings in a manner that is readily accessible
to everyone, including those with disabilities. Upon request made at least 48 hours in advance of
the need for assistance, this Agenda will be made available in appropriate alternative formats to
persons with disabilities. This notice is in compliance with the Americans with Disabilities Act (28
CFR, 35.102-35.104 ADA Title II).

Any person who has any questions concerning any agenda item may call the General Manager
or Assistant Clerk of the Board to make inquiry concerning the nature of the item described on
the agenda; copies of staff reports or other written documentation for each item of business are
on file in the District Office and available for public inspection. All items listed are for Board
discussion and action except for public comment items. In accordance with Section 5020.40 et
seq. of the District Policies & Procedures, each speaker should limit their comments on any
Agenda item to five (5) minutes or less. A maximum of twenty (20) minutes of public comment is
allowed for each subject matter on the Agenda, unless the Board President allows additional

time.

CALL TO ORDER (Est. time: 2 min.)

A. Board members Present
B. Board members Absent
C. Others in Attendance

CHANGES TO AGENDA and DECLARATIONS OF CONFLICT
(Est. time: 2 min.)

CONSENT CALENDAR (Est. time: 5 min.)

(Note: Items appearing on the Consent Calendar are deemed to be routine and
non-controversial. A Board member may request that any item be removed from
the Consent Calendar and added as an “Administrative” agenda item for the
purposes of discussing the item(s)).

A. Approval of the Minutes of the July 10, 2013 Board Meeting
B. Approval of Operations Warrants/Online payments/EFT payments
C. Receipt of Item(s) of Correspondence. Please note: Correspondence received

regarding an item on the Administrative Agenda is not itemized here, but will be
attached as back-up to that item in the Board packet and addressed with that
item during the Board meeting





1IV. PUBLIC COMMENT: The District invites public participation regarding the affairs of
the District. This time is made available for members of the public to address the Board
regarding matters which do not appear on the Agenda, but are related to business of the
District. Pursuant to the Brown Act, however, the Board of Directors may not conduct
discussions or take action on items presented under public comment. Board members may
ask questions of a speaker for purposes of clarification.

V. ADMINISTRATIVE

A. Discussion/Action re Approval of Resolution 13-18 Authorizing the Issuance of a
Refunding Bond in an Amount Not to Exceed [either $9,000,000 or $10,000,000]
and the Execution and Delivery of a Bond Issuance Agreement and Placement
Agent Agreement and Authorizing Certain Related Matters (Est. time 30 min)

B. Discussion/Action re Presentation by Monte Rio Chamber of Commerce to waive
capacity charge for water service to “The Triangle” property in Monte Rio (Est.
time 15 min)

C. Discussion/Action re FY 2012-13 4™ Quarter Actual vs. Budgeted Operations and

Capital Expenditures and County Balances (Est. time 15 min.)

D. Discussion/Action re Introduction of Ordinance 48 Revising Policy 3700, Bidding
and Purchasing and Policy 1020, Conflict of Interest (Est. time 15 min)

E. Discussion/Action re Establishing an Agenda E-mail List (Est. time 15 min.)

VI. GENERAL MANAGER’S REPORT

VIl. BOARD MEMBERS’ ANNOUNCEMENTS/COMMENTS (Est. time
5min.)

VIIl. CLOSED SESSION (Est. time: 20 min.)

A. Conference with Real Property Negotiators pursuant to Gov. Code Section
54956.7
Property: 17448 River Lane, Guerneville
Agency negotiator: Steve Mack
Negotiating parties: SSWD and Russian River Park and Recreation District

B Public Employee Performance Evaluation pursuant to Gov. Code Section 54957
Title: General Manager

IX. ITEMS FOR NEXT AGENDA (Est. time: 5 min.)

ADJOURN





Sweetwater Springs Water District Mission and Goals

The mission of the Sweetwater Springs Water District (SSWD) is to provide its
customers with quality water and service in an open, accountable, and cost-effective
manner and to manage District resources for the benefit of the community and
environment. The District provides water distribution and maintenance services to five
townships adjacent to the Russian River:

e Guerneville
Rio Nido
Guernewood Park
Villa Grande
Monte Rio

GOAL 1: IMPLEMENT SOUND FINANCIAL PRACTICES TO ENSURE EFFECTIVE
UTILIZATION OF DISTRICT RESOURCES

GOAL 2: PROVIDE RELIABLE AND HIGH QUALITY POTABLE WATER WITH
FACILITIES THAT ARE PROPERLY CONSTRUCTED, MANAGED AND MAINTAINED
TO ASSURE SYSTEM RELIABILITY

GOAL 3: HAVE UPDATED EMERGENCY PREPAREDNESS PLANS FOR ALL
REASONABLE, FORESEEABLE SITUATIONS

GOAL 4: DEVELOP AND MAINTAIN A QUALITY WORKFORCE

GOAL 5: PROVIDE EXCELLENT PUBLIC OUTREACH, INFORMATION AND
EDUCATION

GOAL 6: ENHANCE BOARD COMMUNICATIONS AND INFORMATION





		II. CHANGES TO AGENDA and DECLARATIONS OF CONFLICT (Est. time: 2 min.)

		V. ADMINISTRATIVE

		IX.  ITEMS FOR NEXT AGENDA (Est. time: 5 min.)



		ADJOURN




SWEETWATER SPRINGS WATER DISTRICT
BOARD OF DIRECTORS MEETING

MINUTES*

(*In order discussed)

Board of Directors Meeting

July 10, 2013
6:30 p.m.
Board Members Present: Victoria Wikle
Tim Lipinski
Gaylord Schaap
Richard Holmer
Board Members Absent: Sukey Wilder
Staff in Attendance: Steve Mack, General Manager
Christine M. Hanley, for
Julie A. Kenny, Secretary to the Board
Others in Attendance: David Warner, Meyers Nave et al.

Rick Brandis, Brandis Tallman

Nicki Tallman, Brandis Tallman

Lloyd Guccione

Chuck Ramsey, Monte Rio Chamber &
Monte Rio Alliance

AT & T Representative

Raj Hammick, Consultant for AT & T

Other (identified) members of the public (30)
(See Attached List of Names)

l. CALL TO ORDER

The properly agendized meeting was called to Order by President Holmer at 6:30 p.m. President
Holmer described the meeting procedures.

1. CHANGES TO AGENDA and DECLARATION OF CONFLICT (6:34

p.m.)
President Holmer requested that Item V-C (Proposed Cell Tower at Highland Treatment Facility) be

moved up to follow Item V-A (Creation of a citizens group to evaluate election of Board Members by
Districts). There were no objections.

IIl. CONSENT CALENDAR (6:35 p.m.)

Director Wikle moved to approve the Consent Calendar as submitted. Director Lipinski seconded.
Motion carried 4-0. The following items were approved:





A. Approval of the Minutes of the June 4, 2013 Special Board Meeting and the June
6, 2013 Regular Board Meeting

B. Approval of Operations Warrants/Online payments/EFT payment

C. Receipt of Iltem(s) of Correspondence

IV. PUBLIC COMMENT (6:40 p.m.)

Public comment was made by Chuck Ramsey of the Monte Rio Chamber & Monte Rio
Community Alliance.

V. ADMINISTRATIVE (6:45 p.m.)

A. (6:45 p.m.) Discussion/Action re: Creation of a citizen’s study group to evaluate
election of Board Members by Districts. This item was requested by customer Lloyd
Guccione, who provided an overview of the item. Board discussion ensued. No action
was taken.

**The meeting relocated into the central office area at 7:00 p.m., due to the number of people in

attendance.
C. (7:00 p.m.) Discussion/Action re: Proposed AT & T Cell Tower at Highland
Treatment Facility. The GM provided an overview of this item. Board discussion

ensued. District Counsel David Warner provided comments. Public comment was made
by twenty-three (23) members of the public (See attached list of speakers.)

AT & T Representative Shane Bera provided comments. Further discussion ensued. AT
& T Consultant Raj Hammick provided further comments. Further Board discussion
ensued. Director Schaap moved to drop lease negotiations with AT & T. Director
Lipinski seconded. Motion carried 4-0.

** At 8 p.m. the Board took a brief recess. The meeting reconvened at 8:10 p.m. in the
Conference Room.

B. (8:10 p.m.) Discussion/Action re: Progress on Refinancing District USDA Bonds
The GM provided an overview of this item. Board discussion ensued. Direction was
given to staff to pursue private placement. A Budget Committee meeting was scheduled
for Tuesday, July 16 at 4:00pm.

D. (8:30 p.m.) Discussion/Action re: Proposed Changes to Purchasing and Conflict
of Interest Policies
The GM provided an overview of this item. Board discussion ensued. No action was
taken, but this item was agendized for the August Board meeting.

E. (8:40 p.m.) Discussion/Action re: 2012 — 2013 Annual Review
The GM reviewed the 2013 Annual Review with the Board. Comments were made by
Director Robb-Wilder. Discussion ensued. No action was taken.

F. (9:05 p.m.) Discussion/Action re Establishing an Agenda E-mail List

This item was requested by Director Schaap. The GM provided an overview of this item.
Board discussion ensued. No action was taken.

VI. GENERAL MANAGER’S REPORT (9:15 p.m.)

The General Manager gave a brief oral presentation of the items in the report:
1. Laboratory testing





Water Production and Sales

Leaks

Flow at Hacienda Bridge

2014 CIP

Toilet Rebate / Direct Install Program
In-House Construction Projects
Gantt Chart

NGO~ WN

VIl. BOARD MEMBERS’ ANNOUNCEMENTS/COMMENTS
(9:25 p.m.)

Director Holmer commented re need for salinity monitoring in Monte Rio pursuant to closure
of the mouth of the Russian River at Jenner, CA.

VIIl. CLOSED SESSION (9:26 p.m.)

At 9 26 p.m. President Holmer announced the items for discussion in Closed Session. The
Board went into Closed Session at 9:26 p.m. The meeting reconvened at 9:49 p.m. and the
following actions on Closed Session items were announced:

A. Conference with Real Property Negotiator pursuant to Gov. Code Section
54956.7
Property: 17448 River Lane, Guerneville
Agency negotiator: Steve Mack
Negotiating parties: SSWD and Russian River Park and Recreation District
No action was taken.

B. Conference with Real Property Negotiators pursuant to Gov. Code Section
54956.7
Property Mt. Jackson cell tower property, Guerneville
Agency negotiator: Steve Mack
Negotiating parties: SSWD and Unisom
Director Wikle moved to drop negotiations with Unisom. Director Lipinski
seconded. Motion carried 4-0.

IX. ITEMS FOR THE NEXT AGENDA (9:50 p.m.)

Monte Rio Chamber re: Triangle

Introduce Ordinance re: Purchasing and Conflict of Interest policies
Private placement bond refunding/refinancing approval

Payoff of USDA balance

End of Year Variances — Actual vs. Budget

Establishing an Agenda e-mail list

oukrwbE

ADJOURN
The meeting adjourned at 10:00 p.m.

Respectfully submitted,

Christine M. Hanley for Julie A. Kenny
Clerk to the Board of Directors





APPROVED:

Victoria Wikle:

Gaylord Schaap:
Sukey Robb-Wilder:

Tim Lipinski:

Richard Holmer

PUBLIC COMMENT LIST of SPEAKERS

1. Ron Redmon

2. Michael de Proto
3. Rick Harrington
4, Lady with Baby
5. Cory Goodman
6. Jo-Ann Bacci

7. Willa Amorelli

8. Man w/Hat

9. Costa Schuler
10. Eddie Sallee

11. Jim Fullmer

12. Ann Erickson
13. Lois Peariman
14. Gayle Surabian
15. Anna Nabutovsky
16. Uri Hill

17. John Leyden

18. Georgia Leyden
19. Dwight Randolph
20. Steve Gibbs

21. Chuck Ramsey
22. Gary Digman
23. Ellie





Name:

a ks wbnpRE

Sweetwater Springs Water District
Board Meeting:
July 10, 2013
Voluntary Sign in List

Lloyd Guccione

Pasha@svaha.com

Chuck Ramsey — MR Chamber & MR Community Alliance
Steve Gibbs, Technician

Ann Erickson, Sweetwater Customer, Parent of children who went to Guerneville
School

Doreen Atkinson
Nelson Johnson

Michael de Proto
Samantha Grey
Rick Harrington
Vicki Halstead
Georgia Leyden
Lois Pearlman
Sonia Tubridy
John Leyden
Eddy Sallee

Irina Mhellor
Dwight Randolph
Louis L. Hughes
Costas Schuler, Parent of 4
Gary Digman
Nancy Fullmer
Jim Sutton

Irina Barigona
Louis Damone
Andrea Hill

Uri Hill

Nori Dove
Michael Zieve
Anna Narbutovski
Ron Redmon





		I. CALL TO ORDER

		II. CHANGES TO AGENDA and DECLARATION OF CONFLICT (6:34 p.m.)

		III. CONSENT CALENDAR (6:35 p.m.)

		IV. PUBLIC COMMENT (6:40 p.m.)

		V. ADMINISTRATIVE (6:45 p.m.)

		VI. GENERAL MANAGER’S REPORT (9:15 p.m.)

		VII. BOARD MEMBERS’ ANNOUNCEMENTS/COMMENTS

		(9:25 p.m.)

		VIII. CLOSED SESSION (9:26 p.m.)



		IX. ITEMS FOR THE NEXT AGENDA (9:50 p.m.)

		ADJOURN




SWEETWATER SPRINGS WATER DISTRICT

TO: Board of Directors AGENDA NO. V-A

FROM: Steve Mack, General Manager

MEETING DATE: August 1, 2013

SUBJECT: DISCUSSION/ACTION RE APPROVAL OF RESOLUTION 13-
18 WHICH AUTHORIZES THE ISSUANCE OF A REFUNDING BOND IN
AN AMOUNT NOT TO EXCEED $10,000,000 AND THE EXECUTION AND
DELIVERY OF A BOND ISSUANCE AGREEMENT AND PLACEMENT
AGENT AGREEMENT AND AUTHORIZING CERTAIN RELATED MATTERS

RECOMMENDED ACTION: 1. Approve Resolution 13-18 which authorizes the
Board President to execute necessary agreements to issue a bond to Capital One
Bank to refinance 20 years of the District United States Department of Agriculture
(USDA) bonds; and

2. Consider directing the General Manager to take necessary actions to pay off the
remainder of the District’'s USDA bonds, approximately $1.6 million, with District
reserves.

FISCAL IMPACT: Refinancing/refunding 20 years of District bonds with the
Capital One bond reduce District debt payments approximately $45,000 annually.
Paying off the remaining bonds will require use of approximately $1.6 million in
District reserves and reduce debt payments in the first 20 years by approximately
$72,500 and approximately $200,000 for the nine years after that.

DISCUSSION:

Background

The District has been moving forward with refinancing the District’'s USDA bonds
(Prior Bonds) since February. The Prior Bonds consist of two series of loans with the
USDA. The initial loan was for $8,000,000 at a fixed rate of 5.0% with a final
maturity of 2031. There is $5,651,307 outstanding on this loan. The second loan was
for $4,000,000 at a fixed rate of 4.5% with a final maturity of 2042. There is
$3,605,000 currently outstanding on this loan. Both USDA loans are callable at any
time with no prepayment penalty.

The Underwriters working for the District, Brandis Tallman, and associated bond
refinancing legal counsel from Meyers Nave had been progressing forward with a
public refinancing until June 19 when comments by the Federal Reserve Bank
Chairman Ben Bernanke sent the financial markets into a period of instability and
lower prices on bonds. This made refinancing at that time (we were set to price the
bonds on the 20™) infeasible. Since then the refinancing team followed the bond
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markets with the hope that they would return to a place where a public offering
made sense for the District. That hasn’t happened.

Because the bond market has experienced one of its most turbulent periods in the
last 25 years, the financing team also explored a private placement method of sale:
A sale to one qualified investor, such as a bank. The limitation of a private
placement is that the term cannot extend beyond 20 years. This would allow for the
complete refunding of the 1992 Loan and a partial refunding of the 2003 Loan. The
2003 Loan has approximately $1,611,000 outstanding in years 21 through 29 so
that portion would remain due and payable to the USDA. The District has received a
private placement offer from Capital One Bank that produces an all-in true interest
cost of 3.87%, average fiscal year savings of $44,985, and total savings of
$925,014. Net present value savings are $647,956 or 8.48%. The interest rate on
the private placement is locked for up to 30 days while the paperwork on the
transaction is in process.

As noted above, the private placement offer of refunding 20 years of USDA bonds
leaves a residual of $1,611,000 in USDA bonds that mature in years 21-29. This
raises the possibility of two alternatives to the simple refunding of 20 years of USDA
bonds:

o Refund 20 years of USDA bonds and pay off the residual using District
Reserves; and
e Refund all 29 years of USDA bonds with a 20 year private placement bond.

At the July Board meeting staff and the financing team were asked to evaluate those
alternative along with the original private placement option, meet with the ad hoc
Budget Committee and provide a recommendation for the August meeting.

Table 1 below shows the summary information on the three alternatives for the
private placement bond (PPB) with Capital One Bank. In short:

e Partial refunding reduces the District's annual debt payments by
approximately $45,000 per year but leaves a ‘tail’ debt payment in years 21-
29 of approximately $200,000 per year.

e Full refunding of all 29 years reduces the District’s annual debt payments by
approximately $5,600 per year but has payments on the USDA debt after year
20.

e Partial refunding and paying off the residual USDA bonds of $1.6 million
reduces the District’s annual debt payments by approximately $117,500 in the
first 20 years and $200,000 in years 21-29.

Figure 1 below shows the annual debt payments with the various PPB refinancing
alternatives:
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Table 1. Comparison of Partial Refunding (20 years) and Full Refunding

20 Year Private
Placement (Partial

20 Year Private
Placement (Full

20 Year Private Placement (Partial

Refunding) Refunding) Refunding, Pay Off Remainder)
Par Amount S 7,982,000 $ 9,639,000 S 7,982,000
All In True
Interest Cost 3.87% 3.84% 3.87%
Average Fiscal
Year Savings:
First 20 Years S 44,985 S 5,646 S 117,480
Last 9 Years None S 217,602 S 217,602
Total Savings S 925,014 S 2,074,319 Not Calculated
NPV Savings S 647,956 S 873,636 Not Calculated
NPV Savings % 8.48% 9.43% Not Calculated
Total Debt
Service (1) S 14,368,640 S 13,219,334 Not Calculated
Use of District
Reserves None None S 1,611,000
Avg. Fiscal Year
Debt Service:
First 18 Years $635,012 $673,447 $562,517
Years 19 and
20 $172,496 $211,925 $100,001
Last 9 Years $217,603 None None

(1) For the partial refunding scenario, includes debt service due on the remaining balance of the 2003 Loan
that does not get refunded.
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Figure 1. Comparison of District Annual Debt Payments with Various PPB
Refinancing Alternatives.

Figure 1. Comparison of District Annual Debt Service with Various Refinance Alternatives
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Effect on District Finances

To choose between these alternatives we need to see the effect on District
finances over time and to adequately show the effect we need to develop a
new term for our budget analysis — Net Capital Funding.

In prior financial planning discussions and in the long-term budget models, |
have been using the term ‘net operating revenues’ which is the amount of the
transfer to CIRF and the Operating Budget surplus. We had a goal of achieving
an annual amount of $500,000 in net operating revenues. Because the
refinancing is saving money from the Capital Budget side of District finances and
the changes in debt payment reductions do not show up in net operating
revenues, the term ‘net capital funding’ has been developed to show the total
picture on funding available for capital funding including changes in annual debt
payments. Net capital funding is the sum of net operating revenues plus capital
budget revenues including the annual assessment, the Capital Debt Reduction
Charge (CDRC) revenue and interest income minus debt payments. In the FY
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2013-14 Budget net operating revenues is $406,655, and net capital funding, as
defined above, is $363,151, a difference of $43,514. With identical debt
payments, a goal of $500,000 for net operating revenues would equate to
approximately $460,000 in net capital funding, which isn’t substantially
different at that funding level. For evaluating these alternatives in the rest of
this report | will be using net capital funding as one of the measures.

The three PPB refinancing alternatives were run through the financial planning model
with the FY 2012-2013 budget as the starting point and using the end of year
Reserves Above Policy amount from the end of year budget actual presented at this
meeting. Table 2 shows the results of the model for net capital funding and for end
of year Reserves Above Policy. These results are shown graphically in Figures 2 and
3.

Figure 2 shows that net capital funding is most increased with the Pay off residual
alternative - that isn’t surprising because it decreases annual debt payments by an
additional $72,500 over the non pay off alternative which is the next best. The
alternative that refunds all 29 years with a 20 year refinancing is very similar to the
status quo. There is also a scenario that shows increasing rates only 2 out of 3
years with the partial refunding and no repayment — that shows net capital funding
going above $500,000 within the planning period.

Figure 3 shows that the pay off scenario dips well into Policy Reserves (Reserves
Above Policy go negative) for six consecutive years assuming the approved CIP. The
partial pay off scenario has the best outcome and allows for additional CIP during the
planning period — this scenario shows an additional $1 million in CIP. The alternative
that funds the 29 years in 20 years is very similar to the status quo.

Dipping into Policy Reserves as deeply as the pay off alternative apparently requires
is an issue. Postponing a year of capital improvements would largely fix that.

The Budget Committee met twice to discuss these alternatives. For the analysis
presented at those meetings | used a starting Reserves Above Policy that was
approximately $800,000 higher (the end of year actuals were not available then)
and the Reserves Above Policy numbers they saw never dipped into negative
territory. | apologize for the mistake. The Budget Committee recommended going
with the alternative that does the partial repayment and then paying off the
remainder of the debt with District reserves. Having a more correct view of the
analysis results regarding reserves above policy would have likely changed that
recommendation.

The decision on refunding the residual USDA bonds does not have to be made
coincident with the decision to refinance the 20 years of USDA bonds. However, the
Board does have to make a decision whether to do the 20 year partial refinancing or
the 29 years of bonds with a 20 year refinancing at this Board meeting. The interest
rate is locked until the end of August and the amount to be financed needs to be set
now.





Table 2. Summary of Net Capital Funding and Reserves Above

Policy

FY13

FY14

FY15

FY16

FY17

FY18

FY19

FY20

FY21

FY22

NET CAPITAL
FUNDING, 20 yr refi,
pay off remainder of
bonds

327,516

535,628

548,363

610,407

572,673

635,178

657,065

722,359

768,116

909,128

Ending Funds ab
District Policy, 20 yr
refi, pay off
remainder of bonds

2,354,329

275,957

(151,680)

(471,273)

(752,600)

(157,421)

(345,356)

(662,997)

65,119

(65,753)

NET CAPITAL
FUNDING, 20 yr refi,
don't pay off
remainder of bonds

327,516

463,628

476,363

538,407

500,673

563,178

585,065

650,359

696,116

837,128

Ending Funds ab
District Policy, 20 yr
refi, pay off
remainder of bonds

2,354,329

1,803,957

1,304,320

912,727

559,400

1,082,579

822,644

433,003

1,089,119

886,247

NET CAPITAL
FUNDING, 20 yr refi
of all bonds

327,516

424,128

436,863

498,907

461,173

523,678

545,565

610,859

656,616

797,628

Ending Funds ab
District Policy, 20 yr
refi, pay off
remainder of bonds

2,354,329

1,764,457

1,225,320

794,227

401,400

885,079

585,644

156,503

773,119

530,747

NET CAPITAL
FUNDING, No Refi

327,516

418,628

431,363

493,407

455,673

518,178

540,065

605,359

651,116

792,128

Ending Funds ab
District Policy, No
Refi

2,354,329

1,758,957

1,214,320

777,727

379,400

857,579

552,644

118,003

729,119

481,247






Table 1A. OPERATING AND CAPITAL BUDGET

SUMMARY - 3% Increase, Approved CIP, 20 yr refi, ‘Water Rate, CDRC

3%|Sales Flat

Remaining USDA Bonds paid off, CIP delayed Increase =
| | | | FY13 FY14 FY15 FY16 FY17 FY20 Fr21 Fr22
1|REVENUE
2 OPERATING REVENUE
3 Water Bill Revenue
4] Capital Debt Reduction Charge 238,000 245,140 252,494 260,069 267,871 292,710 301,491 234,300 24
5 Water Sales 1,948,000 2,006,440| 2,066,633| 2,128,632 2,192,491 2,395,794 2,467,668| 2,541,698
6 Total NON-OPERATING REVENUE 110,500 108,810 109,628 110,454 111,289 113,843 114,711 115,589
7| Total Income 2,296,500 2,360,390| 2,428,756| 2,499,156 2,571,651 2,802,347 2,883,871 2,891,587
8|EXPENSES
9 OPERATING EXPENSES
11 SALARY & BENEFITS 1,095,000 1,082,877| 1,092,558 1,116,915| 1,201,095 1,284,992 1,314,573 1,345,016
12| SERVICES & SUPPLIES |increase = 1%
13 SERVICES & SUPPLIES 524,670 529,571 534,520 539,520 544,569 562,682 568,868 575,129
14 TOTAL OPERATING EXPENSES 1,619,670 1,612,448| 1,627,079| 1,656,434| 1,745,664 1,847,674 1,883,441 1,920,145,
15|OPERATING SURPLUS/DEFICIT |t4ic 6 &30 NG SN E M sh8QER77| $842,721| $825,987 $954,673| $1,000,430| $971,442
SUYMMARY - 3% Indrease, Approved|CIP, 20 yr refi, ater Rate, CDRC
16 FIXED ASSET EXPENDITURES Rqmaining 2808&onds paid®AOP delay@8,000 Jncrease 5,000 26,0804 5,000 26,000 5,000
17 TRANSFERS TO OTHER FUNDS [ [ pas [ eas [ dus [ evie Fr20 Fr P22
18 Tfers to CIRF for CDR Revenue ;EV—ENU:;( 38006 —2A5HAOT 7252494 66,069 p787% 3614491 234,300
19 Tfers to CIRF El 360,000 440,000 470,000 520,000 | 480,000 680,000 | 4,8¢
20 Total TRANSFERS TO OTHER FUNDS 4| bosb000E, soee 725140 6% b 7 954,300
21| SURPLUS/DEFICIT | 6 Iusn_;'mlﬁsmwcmmz 12,142 1
- e ——
22|Capital Budget elExpenses | | | 5,01
PERAT I
23|REVENUE/SOURCES OF FUNDS 11 | [SALARY & BENEFITS 1,005,000 1,082,877 1$02,558] 1.11601] 1,201,005 1.284002] 1,314,573 1.345.016|
24 Net Operating Revenues** 12| | 378,830 457,802 483,183 537,652 492,116 616,963 632,939 692,142 5,01
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REFINANCING DISTRICT USDA BONDS 8
August 1, 2013

Required Actions

To move forward with the refinancing the Board needs to approve Resolution
13-18 which authorizes the General Manager to execute the Bond Issuance
Agreement (Exhibit A, attached is a draft; we will have final prior to the Board
meeting) with Capital One Bank. A draft Resolution 13-18 for partial
refunding is also attached — at the meeting we will have two final versions -
one for the partial refunding and one for the full refunding. The final
resolutions are not available at the writing of this report; we will forward them
on when made available to us. Salient points of the private placement bond
structure include the following:

The Bond Issuance Agreement authorizes the issuance of a general obligation
refunding bond (the “Bond”) to refund the District’'s two outstanding USDA
bonds, per the original authorization for the two prior bonds. The Bond would
be issued as a single bond with installment payments of principal and interest.
There is no paying agent appointed -- the District will make payments directly
to the owner of the bond (Capital One). The Bond would have the basic
elements of the water revenue security structure taken from the Trust
Indenture that was approved by the Board on June 6™. The District's payment
obligation is not limited to Net Revenues with the added promise to use its
authority to levy the ad valorem taxes only if Net Revenues are ever
insufficient to pay the Bonds. The included draft Bond Issuance Agreement
provides for the partial repayment. If the Board decides on full repayment,
the Agreement can be modified to accomplish that.

Resolution 13-18 includes a section engaging Brandis Tallman as Placement Agent. The
District engaged Brandis Tallman to do the underwriting services for a public
offering for the refunding. Changes in the bond market made it financially more
appealing for the refinancing to be done with a private placement bond. As
such, we need to change our agreement with Brandis Tallman LLC to reflect the
changed nature of the refinancing and that is included in Resolution 13-18. The
actual cost for the services from Brandis Tallman will not change under the
agreement. At the time of this writing the necessary agreement for this change

in services is not available. We will make it available when possible.

Upon approval of Resolution 13-18, staff, the Underwriter (Placement Agent,
see next agenda item) and Capital One Bank will work to complete the
refinancing. We anticipate that the refinancing will close on about August 21.





DRAFT
KMTG
25 JUL 13

Exhibit A

BOND ISSUANCE AGREEMENT

made by the

SWEETWATER SPRINGS WATER DISTRICT

Dated August 1, 2013

Relating to the

${7,982,000}

Sweetwater Springs Water District
(Sonoma County, California)
Improvement District No. 1
2013 General Obligation Refunding Bond
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BOND ISSUANCE AGREEMENT

This BOND ISSUANCE AGREEMENT (the “Agreement™), dated August 1, 2013, is
made by the SWEETWATER SPRINGS WATER DISTRICT (the “District™), a county water
district duly organized and existing under and by virtue of the Constitution and laws of the State
of California, for the benefit of the owners from time to time of the bond issued hereunder.

RECITALS

1. The District issued its Improvement District No. 1 General Obligation Bonds of
1990, Series 1992 (the “Series 1992 Bonds™), in the aggregate principal amount of $8,000,000,
pursuant to Resolution No. 64, adopted by the Board of Directors of the District (the “Board”) on
October 9, 1991, as amended by Resolution No. 79, adopted by the Board on March 16, 1992;

2. The District issued its Improvement District No. 1 General Obligation Bonds of
1990, Series 2003 (the “Series 2003 Bonds™), in the aggregate principal amount of $4,000,000,
pursuant to Resolution No. 03-15, adopted by the Board on April 3, 2003,

3. There remains outstanding $5,680,000 principal amount of the Series 1992 Bonds
and $3,605,000 principal amount of the Series 2003 Bonds;

4. Pursuant to Article 9 (Sections 53550 and following) and Article 11
(Sections 53580 and following) of Chapter 3 of Part 1 of Division 2 of Title 5 of the California
Government Code and other applicable law, the District is authorized to issue refunding bonds to
refund all or a portion of the Series 1992 Bonds and the Series 2003 Bonds (collectively, the
“Prior Bonds.™)

5. The Board, by its Resolution No. , adopted on August 1, 2013 (the
“Resolution™), has determined that prudent management of the District’s financial affairs
requires that the Series 1992 Bonds and the Series 2003 Bonds that mature on or before
September 1, 2033 (the “Refunded Prior Bonds™) now be refunded and has authorized the
issuance and sale of its “Sweetwater Springs Water District (Sonoma County, California)
Improvement District No. 1 2013 General Obligation Refunding Bond” (the “Bond™) and the
execution and delivery of this Agreement on behalf of the District;

6. The District has found and determined that all acts, conditions and things required
by law to exist, to have happened and to have been performed precedent to and in connection
with the execution and entering into of this Agreement do exist, have happened and have been
performed in regular and due time, form and manner as required by law, and the parties hereto
are now duly authorized to execute and enter into this Agreement.

AGREEMENT

In order to secure the payment of the Bond and the performance and observance by the
District of all the covenants, agreements and conditions herein and in the Bond contained, the
District hereby agrees and covenants with the owners from time to time of the Bond, as follows:
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ARTICLE 1
DEFINITIONS AND GENERAL PROVISIONS

Section 1.1, Definitions. Unless the context otherwise requires, the terms defined in
this Section 1.1 shall, for all purposes hereof and of any amendment hereof or supplement hereto
and of the Bond and of any certificate, opinion, request or other document mentioned herein or
therein, have the meanings defined herein, the following definitions to be equally applicable to
both the singular and plural forms of any of the terms defined herein:

Accountant’s Report means a report signed by an Independent Certified Public
Accountant.

Agreement means this agreement made by the District.

Board means the Board of Directors of the District.
Board of Supervisors means the Board of Supervisors of the County of Sonoma.

Bond means the Sweetwater Springs Water District (Sonoma County, California)
Improvement District No. 1 2013 General Obligation Refunding Bond issued hereunder.

Business Day means any day of the week other than a Saturday or 2 Sunday or a day on
which banks in the State are not required or authorized to remain closed and on which the New
York Stock Exchange is open for business.

Code means the Internal Revenue Code of 1986, as the same shall be hereafter amended,
and any regulations heretofore issued or that shall be hereafter issued by the United States
Department of the Treasury thereunder.

County means the County of Sonoma.

Debt Service means, during any period of computation, the amount obtained for such
period by totaling the following amount--

(1) the interest coming due and payable during such period on the Bond, the
Unrefunded Prior Bonds, and all ouistanding Sentor Obligations, assuming that all
outstanding Senior Obligations are retired or redeemed or paid from sinking fund
payments as scheduled (except to the extent that such interest is to be paid from the
proceeds of sale of any such Senior Obligations), and

(2) the principal amount of the Bond and Senior Obligations coming due and
payable by their terms in such period or scheduled to be redeemed by operation of
mandatory sinking fund deposits in such period,

provided that:

(a) Variable Rates: if any of such Senior Obligations bear interest payable
pursuant to a variable interest rate formula, the interest rate on such Senior Obligations
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for periods when the actual interest rate cannot yet be determined, shall be assumed to be
equal to the greater of:

(1) the actual rate on the date of calculation, or if such Senior Obligations
are not yet outstanding, the initial rate (if then established and binding), and

(ii) if the Senior Obligations have been outstanding for at least twelve (12)
months, the average rate over the twelve (12) months immediately preceding the
date of calculation;

(b) Deduction of Available Amounts: principal and interest payments with
respect to the Unrefunded Prior Bonds and Senior Obligations shall be excluded to the
extent such payments are to be paid from (i) amounts on deposit with and escrow agent or
other fiduciary in escrow specifically therefor, (i) the proceeds of Senior Obligations
held by a trustee, paying agent, or other fiduciary as funded (capitalized) interest
specifically to pay such interest, or {iii) amounts received or expected to be received from
a governmental entity that are related to the payment thereof (such as refundable credits
payable by the U.S. Treasury); and

(c) Available Reserve Amounts: the amount on deposit in a debt service reserve
fund with respect to Senior Obligations on any date of calculation of Debt Service shall
be deducted from the amount of principal due at the final maturity of such Senior
Obligations; and, to the extent the amount in such debt service reserve fund is in excess
of such amount of principal, such excess shall be applied to the full amount of principal
due, in each preceding year, in inverse order of due date, until such amount is exhausted.

Defeasance Securities means (a) direct obligations (other than an obligation subject to
variation in principal repayment) of the United States of America, (b) obligations fully and
unconditionally guaranteed as to timely payment of the interest and principal by the United
States of America, (c) obligations of any agency or instrumentality of the United States of
America as to which the timely payment of the interest on and the principal of such obligations is
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.

District means the Sweetwater Springs Water District.

DWR Loans means, collectively, the loans from the State Department of Water
Resources, issued in the original aggregate principal amount of $2,870,000.

Engineer’s Report means a report signed by an Independent Engineer.

Generally Accepted Accounting Principles means the uniform accounting and
reporting procedures prescribed by the California State Controller or his successor for special
districts in the State, or failing the prescription of such procedures means generally accepted
accounting principles as presented and recommended by the American Institute of Certified
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Public Accountants or its successor, or by the National Council on Governmental Accounting or
its successor, or by any other generally accepted authority on such principles.

Gross Revenues means all gross charges (including surcharges, if any) received for,
and all other gross income and receipts derived by the District from, the ownership and operation
of the Water System or otherwise arising from the Water System, including but not limited to
(a) connection charges, (b) investment earnings on amounts held in any other fund established
with respect to the Water System, (c) the proceeds of any ad valorem property taxes received by
the District, other than ad valorem property taxes levied for the purpose of paying bonded
indebtedness of the District other than the Bond, and (d) rental income related to the Water
System. Gross Revenues does not include (i) refundable deposits made to establish credit, and
(ii) the proceeds of any special assessments or special taxes levied upon real property within any
improvement district served by the District for the purpose of paying special assessment bonds or
special tax obligations of the District relating to the Water System. Gross Revenues shall also
include interest with respect to any Senior Obligations paid or reimbursed to or on behalf of the
District by the United States of America.

Independent Certified Public Accountant means any certified public accountant or
firm of such accountants duly licensed and entitled to practice and practicing as such under the
laws of the State or a comparable successor, appointed and paid by the District, and who, or each
of whom:

(1) is in fact independent according to the Statement of Auditing Standards
No. ! and not under the domination of the District;

(2) does not have a substantial financial interest, direct or indirect, in the
operations of the District; and

(3) is not connected with the District as a member of the Board, officer or
employee of the District, but who may be regularly retained to aundit the accounting
records of and make reports thereon to the District.

Independent Engineer means a registered engineer or firm of registered engineers
generally recognized to be well-qualified in engineering matters relating to water systems,
appointed and paid by the District, and who:

(1)  is in fact independent and not under the domination of the District or any
member thersof;

(2)  does not have a substantial financial interest, direct or indirect, in the
operations of the District; and

(3) is not connected with the District as a member of the Board, officer or
employee of the District, but who may be regularly retained to make reports to the
District.

Installment Sale Agreement means Installment Sale Agreement #08-033 dated as of
July 3, 2008, between Municipal Finance Corporation and the District.

Interest Payment Date means March 1 and September 1 of each year. The first Interest
Payment Date shall be September 1, 2013.
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Law means Articles 9 and 11 of Chapter 3 of Part 1 of Division 2 of Title 5 of the
California Government Code, and other applicable law.

Maximum Annual Debt Service means the greatest amount of Debt Service with respect
to the Bond, Unrefunded Prior Bonds, or Senior Obligations to which reference is made coming due
in any Fiscal Year including the Fiscal Year in which the calculation is made or any subsequent
Fiscal Year.

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

Net Revenues means, for any peried, an amount equal to all of the Gross Revenues
received during such period minus the amount required to pay all Operation and Maintenance
Expenses becoming payable during such period.

Operation and Maintenance Expenses means the reasonable and necessary costs and
expenses paid by the District to maintain and operate the Water System, including but not limited
to (a) costs of electricity and other forms of energy supplied to the Water System, (b) the
reasonable expenses of management and repair and other costs and expenses necessary to
maintain and preserve the Water System in good repair and working order, and (c) the reasonable
administrative costs of the District attributable to the operation and maintenance of the Water
System, such as salaries and wages of employees, overhead, taxes (if any), and insurance
premiums, and including all other reasonable and necessary costs of the District or charges
required to be paid by it to comply with the terms hereof. Operation and Maintenance Expenses
do not include (i) debt service payable on obligations incurred by the District with respect to the
Water System, including but not limited to debt service payments on the Bond, the Unrefunded
Prior Bonds, and any Senior Obligations, (ii) depreciation, replacement and obsolescence
charges or reserves therefor, and (iii) amortization of intangibles or other bookkeeping entries of
a similar nature.

Opinion of Counsel means a written opinion of counsel experienced in the field of law
relating to municipal bonds, appointed and paid by the District.

Original Purchaser means Capital One Public Funding, LLC.

Record Date means the 15th day of the month preceding any Interest Payment Date.
The first Record Date shall be February 15, 2014.

Prior Bonds means the outstanding Sweetwater Springs Water District Improvement
District No. 1 General Obligation Bonds of 1990, Series 1992 and Series 2003.

Redemption Price means the principal amount of the Bond called for redemption plus
the applicable premium, if any, payable upon redemption thereof, plus interest accrued to the
date fixed for redemption.

Refunded Prior Bonds means the outstanding Sweetwater Springs Water District
Improvement District No. 1 General Obligation Bonds of 1990, Series 1992, and the outstanding
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Sweetwater Springs Water District Improvement District No. 1 General Obligation Bonds of
1990, Series 2003, that mature on or before September 1, 2033,

Senior Obligations means the DWR Loans, the Installment Sale Agreement, and
indebtedness or other obligations (including leases and installment sale agreements) hereafter
issued or incurred by the District that are secured by a pledge of and lien on Net Revenues.

State means the State of California.

Tax Certificate means the Tax Certificate concerning certain matters pertaining to the
use of proceeds of the Bond, executed and delivered by the District on the date of issuance of the
Bond, including all exhibits attached thereto, as such certificate may from time to time be
modified or supplemented in accordance with the terms thereof.

Unrefunded Prior Bonds means the outstanding Sweetwater Springs Water District
Improvement District No. 1 General Obligation Bonds of 1990, Series 2003, that mature after
September 1, 2033.

Water System means the entire existing system of the District for the collection,
transmission, distribution and sale of water within the service area of the District, including but
not limited to all facilities, properties, lands, rights, entitlements and other property useful in
connection therewith, together with all extensions thereof and improvements thereto at any time
acquired, constructed or installed by the District.

Section 1.2. Effect of Headings and Table of Contents. The headings or titles of the
several Articles and Sections hereof, and any table of contents appended to copies hereof, shall
be solely for convenience of reference and shall not affect the meaning, construction, or effect of
this Agreement.

Section 1.3.  Successors and Assigns. Whenever in this Agreement the District is
named or referred to, such reference shall be deemed to include the successors or assigns thereof,
and all the covenants and agreements in this Agreement contained by or on behalf of the District
shall bind and inure to the benefit of the respective successors and assigns thereof whether so
expressed or not.

Section 1.4. Benefits of Agreement. Nothing in this Agreement or in the Bond
expressed or implied is intended or shall be construed to give to any person other than the
District and the Owner of the Bond, any legal or equitable right, remedy or claim under or in
respect of this Agreement or any covenant, condition or provision therein or herein contained;
and all such covenants, conditions and provisions are and shall be held to be for the sole and
exclusive benefit of the District and the Owner of the Bond.

Section 1.5. Payments/Actions Otherwise Scheduled on Non-Business Days.
Except as specifically set forth in a Supplemental Agreement, any payments or transfers that
would otherwise become due on any day that is not a Business Day shall become due or shall be
made on the next succeeding Business Day. When any other action is provided for herein to be
done on a day named or within a specified time period and the day named or the last day of the
specified period falls on a day other than a Business Day, such action may be performed on the
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next succeeding Business Day with the same effect as though performed on the appointed day or
within the specifted period.

Section 1.6. No Personal Liability for Debt Service. No Board member, officer,
agent, or employee of the County or the District shall be individually or personally liable for the
payment of the principal of or interest on the Bond or be subject to any personal liability or
accountability by reason of the issuance thereof; but nothing herein contained shall relieve any
such Board member, officer, agent, or employee of the County or the District from the
performance of any official duty provided by law or by this Agreement.

Section 1.7. County Immunities. The District acknowledges that the County,
including its Board of Supervisors, officers, officials, agents, and employees, shall retain all of
their respective constitutional and statutory privileges, immunities, rights, and defenses in
carrying out their statutory duties referred to herein.

Section 1.8. Separability Clause. If any one or more of the provisions contained in
this Agreement or in the Bond shall for any reason be held to be invalid, illegal, or unenforceable
in any respect, then such provision or provisions shall be deemed severable from the remaining
provisions contained in this Agreement and such invalidity, illegality, or unenforceability shall
not affect any other provision of this Agreement, and this Agreement shall be construed as if
such invalid or illegal or unenforceable provision had never been contained herein. The District
hereby declares that it would have adopted this Agreement and each and every other Section,
paragraph, sentence, clause, or phrase hereof and authorized the issuance of the Bond pursuant
thereto irrespective of the fact that any one or more Sections, paragraphs, sentences, clauses, or
phrases of this Agreement may be held illegal, invalid, or unenforceable.

Section 1.9. Governing Law. This Agreement shall be construed and govemed in
accordance with the laws of the State.

Section 1.10. Counterparts. This Agreement may be signed in several counterparts,
each of which will constitute an original, but all of which shall constitute one and the same
instrument.

Section 1.11 Notices. Unless otherwise specified herein, all notices, statements, orders,
requests or other communications hereunder by any party to another shall be in writing and shall
be sufficiently given and served upon the other party if delivered personally or if mailed by
United States registered or certified mail, return receipt requested, postage prepaid, or if given by
fax, electronically, or other means of written communication and confirmed by mail. Notices to
the District and the Original Purchaser shall be addressed:

If to the District: Sweetwater Springs Water District
P.O. Box 48
Guerneville, CA 95446

If to the Original Purchaser: Capital One Public Funding, LLC

275 Broadhollow Road, 4" Floor
Melville, New York 11747

1033464.2 11338.005 7





ARTICLE 11
REPRESENTATIONS OF THE DISTRICT

Section 2.1 Representations of the District. The District makes the
following representations:

(@

(b)

(c)

(d)

(e)

)

(2)

(h)
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Due Organization and Existence. The District is a public agency duly organized
and existing under and pursuant to the laws of the State.

Authority. The District has full legal right, power and authority to issue the Bond
and to carry out its obligations hereunder.

Execution and Delivery. The District has duly authorized and executed this
Agreement in accordance with the Constitution and laws of the State.

No Breach or Default; No Liens or Encumbrances. Neither the execution and
delivery of this Agreement, nor the fulfillment of or compliance with the terms
and conditions hereof, nor the consummation of the transactions contemplated
hereby, results in a breach of the terms, conditions or provisions of any restriction
or any agreement or instrument to which the District is now a party or by which
the District is bound, or constitutes a default under any of the foregoing, or results
in the creation or imposition of any lien, charge or encumbrance whatsoever upon
any of the property or assets of the District.

Existing Pledges of Net Revenues. With the exception of the pledge of the Net
Revenues securing the Installment Sale Agreement and the DWR Loans, the Net
Revenues have not otherwise been pledged and there are no other liens against the
Net Revenues.

No Defaults. The District is not currently, and has not been at any time, in default
under any of the Prior Bonds or the outstanding Senior Obligations.

Financial Condition. The District’s audited financial statements for the period
ended June 30, 2012, presents fairly the financial condition of the District and the
Water System as of the date hereof and the results of operation for the period
covered thereby. Except as has been disclosed to the Original Purchaser, there
has been no change in the financial condition of the District or the Water System
since June 30, 2012, that will in the reasonable opinion of the District materially
impair its ability to perform its obligations under this Agreement. All information
provided by the District to the Original Purchaser with respect to the financial
performance of the Water System is accurate in all material respects as of its
respective date and does not omit any information necessary to make the
information provided not misleading.

Role of Capital One Public Funding. LLC. The District acknowledges that:
(a) the Original Purchaser is acting solely as purchaser of the Bond for its own
account and not as a fiduciary for the District or in the capacity of broker, dealer,
municipal securities underwriter or municipal advisor; (b) the Original Purchaser






has not provided, and will not provide, financial, legal, tax, accounting or other
advice to or on behalf of the District with respect to the issuance of the Bond;
(c) the District will seek and obtain financial, legal, tax, accounting and other
advice (including as it relates to structure, timing, terms and similar matters) with
respect to the issuance of the Bond from its financial, legal, and other advisors
(and not the Original Purchaser) to the extent that the District desires to obtain
such advice.

(i) No Litigation. As of the date hereof, there is no action, suit, proceeding or
investigation before or by any court, public board or body pending against the
District or, to the best knowledge of the District, threatened, wherein an
unfavorable decision, ruling or finding would: (i) affect the creation,
organization, existence or powers of the District, or the titles of its members or
officers, (ii) enjoin or restrain the issuance, sale or delivery of the Bond, the
payment of debt service thereon from Net Revenues, or the levy of taxes for the
payment of debt service thereon, (iii) in any way question or affect any of the
rights, powers, duties or obligations of the District with respect to the Net
Revenues or taxes to be used to pay debt service on the Bond, (iv) in any way
question or affect any authority for the issuance of the Bond or the validity or
enforceability of the Bond or this Agreement, or (v) otherwise adversely affect the
transactions contemplated hereby.

f)] Consents. There is no consent, approval, authorization or other order of, or filing
or registration with, or certification by, any regulatory authority having
jurisdiction over the District required for the execution and delivery of this
Agreement or the issuance, sale, and delivery of the Bond or the consummation
by the District of the other transactions contemplated hereby that has not been
obtained.

k) Regulatory Compliance. As currently conducted, the District’s activities with
respect to the Water System are in all material respects in compliance with all
applicable laws, administrative regulations of the State and of the United States
and any agency or instrumentality of either, and any judgment or decree to which
the District is subject.

ARTICLE IH
THE BOND

Section 3.1  Authorization and Title. The District hereby authorizes the issuance of a
refunding bond in the aggregate principal amount of $[7,982,000]. The title of the Bond shall be
“Sweetwater Springs Water District (Sonoma County, California) Improvement District No. 1
2013 General Obligation Refunding Bond.” At any time after the execution and delivery of this
Agreement, the District may execute and deliver the Bond.

Section 3.2 Terms and Form of Bond. (A) Form and Registration. The Bond shall
be issued in the form of a single, fully-registered installment bond in substantially the form
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attached hereto as Exhibit A. The Bond shall be registered initially in the name of Capital One
Public Funding, LLC, the Original Purchaser.

(B)  Date: Interest Accrual; Interest Rates; Payments. The Bond shall be dated its date
of delivery, shall bear interest from its date to September 1, 2033, at the rate of 3.60% per
annum. The District shall pay installments of principal and interest on the Bond in the following
amounts on the following dates:

Date Principal Interest Total

September 1, 2013
March 1, 2014
September 1, 2014
March 1, 2015
September 1, 2015
March 1, 2016
September 1, 2016
March 1, 2017
September 1, 2017
March 1, 2018
September 1, 2018
March 1, 2019
September 1, 2019
March 1, 2020
September 1, 2020
March 1, 2021
September 1, 2021
March 1, 2022
September 1, 2022
March 1, 2023
September 1, 2023
March 1, 2024
September 1, 2024
March 1, 2025
September 1, 2025
March 1, 2026
September 1, 2026
March 1, 2027
September 1, 2027
March 1, 2028
September 1, 2028
March 1, 2029
September 1, 2029
March 1, 2030
September 1, 2030
March 1, 2031
September 1, 2031
March 1, 2032
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Date Principal Interest Total
September 1, 2032

March 1, 2033
September 1, 2033

Interest on the Bond shall be calculated on the basis of a 360-day year comprising twelve
30-day months.

(C)  Principal and Interest Payments. The District shall take all steps required by law
and by the County to ensure that the principal and interest installments on the Bond are paid in
lawful money of the United States of America on each payment date to the Owner thereof at the
close of business on the Record Date.

(DY  Provisions Applicable While Bond is Owned by Original Purchaser.
Notwithstanding anything herein to the contrary, so long as the Bond is owned by the Original
Purchaser, (i) the District shall pay principal of and interest on the Bond when due by wire
transfer in immediately available funds to the Original Purchaser in accordance with such wire
transfer instructions as shall be filed by the Original Purchaser with the District from time to
time, (ii) payments of principal of the Bond shall be made without the requirement for
presentation and swrrender of the Bond by the Original Purchaser, provided that principal of the
Bond that is payable at final maturity shall be made only upon presentation and surrender of the
Bond at the office of the District, and (iii) the District shall not be required to give notice to the
Original Purchaser of the installments of principal of and inferest on the Bond under
subsection (B) of this Section 3.2 (Terms and Form of Bond).

(E)  Cessation of Interest Accrual. Interest on any portion of the principal of the Bond
shall cease to accrue on the payment date of such portion, provided that there has been
irrevocably deposited into a segregated account held by the District or an escrow agent or other
fiduciary an amount sufficient to pay such principal, plus interest accrued thereon to such date.
The Owner shall not be entitled to any other payment. Upon payment of all the principal and
interest installments on the Bond, the Bond shall no longer be outstanding and entitled to the
benefits of this Agreement, except for the payment of the principal of and interest on such Bond
from moneys held by the District or the escrow agent or other fiduciary for such payment.

(F}  Unclaimed Monies. Any money held by the District or its escrow agent or other
fiduciary for the payment of the principal of or interest on the Bond and remaining unclaimed for
two (2) years after all of the principal of the Bond has become due and payable shall be
transferred to the water enterprise fund of the District.

Section 3.3  Execution of Bond. The Bond shall be signed by the manual or facsimile
signature of the President or any member of the Board and the Secretary of the Board or his or
her designee, provided that at least one such signature shall be manual.

In case any of the officers who shall have signed or countersigned the Bond shall cease to
be such officer or officers of the District before the Bond so signed or countersigned shall have
been delivered by the District, the Bond may nevertheless be delivered and, upon such delivery,
shall be as binding upon the District as though those who signed and countersigned the same had

1033464.2 11338.005 11





continued to be such officers of the District. The Bond may be signed and countersigned on
behalf of the District by such persons as at the actual date of execution of the Bond shall be the
proper officers of the District although at the nominal date of the Bond any such person shall not
have been such officer of the District.

Section 3.4  Transfer of Bond. The Bond may, in accordance with its terms, be
transferred upon the books reguired to be kept pursuant to the provisions of Section 2.5 (Bond
Register) hereof by the person in whose name it is registered, in person or by the duly authorized
attorney of such person, upon surrender of the Bond to the District for cancellation, accompanied
by delivery of a duly executed written instrument of transfer in a form approved by the District.

Whenever the Bond shall be surrendered for transfer, the designated District officials
shall execute (as provided in Section 3.3 (Execution of Bond) hereof) and deliver a new Bond.
The District shall require the payment by the Owner requesting any such transfer of any tax or
other governmental charge required to be paid with respect to such transfer.

No transfer of the Bond shall be required to be made by the District during the period
from the close of business on the Record Date next preceding any Interest Payment Date to and
including such Interest Payment Date.

Section 3.5 Bond Register. The District will keep or cause to be kept a record of the
registration and transfer of the Bond. Upon presentation for such purpose, the District shall,
under such reasonable regulations as it may prescribe, register or transfer or cause to be
registered or transferred, on the record, the Bond as hereinbefore provided.

Section 3.6  Validity of Bond. The recital contained in the Bond that it is regularly
issued pursuant to the Law shall be conclusive evidence of its validity and of compliance with
the provisions of the Law in its issuance.

Section 3.7  Application of Proceeds of the Bond. The District shall pay (or cause to
be paid) § of the purchase price of the Bond to the United States of America,
acting through the Department of Agriculture, Rural Utilities Service, for the retirement of the
Refunded Prior Bonds and cause to be paid costs of issuance of the Bond in the amount of

$

ARTICLE IV
REDEMPTION OF THE BOND

Section 4.1. Extraordinary Redemption. The Bond shall be subject to redemption, in
whole on any date or in part (by ratably reducing the remaining scheduled principal installments)
on any Interest Payment Date, from the Net Proceeds of insurance or condemnation with respect
to the Water System under the circumstances and upon the conditions and terms prescribed herein,
at a redemption price equal to the principal amount of the Bond to be redeemed, togethel with
accrued interest to the date fixed for redemption, without premium.

Section 4.2. Optional Redemption. Optional Redemption. The Bond is subject to
redemption prior its maturity, at the option of the District, from any source of available funds, as
a whole on any date or in part on any September 1 (in a minimum amount of $100,000), on or
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after September 1, 2021, at the following redemption prices (computed upon the principal
amount of the Bond to be redeemed), plus accrued interest to the date fixed for redemption:

Redemption Period
(Both Dates Inclusive) Redemption Price
September 1, 2021, through August 31, 2023 102%
September 1, 2023, and thereafter 100

If the Bond 1s optionally redeemed in part, the amount of the principal to be redeemed shall be
applied to reduce the scheduled principal installments in inverse order of their payment dates.
Upon a partial redemption, the Owner shall surrender the Bond to the District for exchange, and
the District shall execute and deliver to the Owner a replacement Bond in the amount of the
unpaid principal thereof and incorporating the revised installment payment schedule.

Section 4.3. Notice of Redemption. (A) Mailed Notice. Notice of redemption of the
Bond shall be given by the District. Notice of redemption shall be mailed postage prepaid, not
less than thirty (30) nor more than sixty (60) days prior to the redemption date by first class mail
to the Owner at the address appearing on the bond register described in Section 2.5 (Bond

Register).

(B)  Content of Notice. Each notice of redemption shall contain all of the following
information:

(1) the date of the notice;

(i)  the name and date of issue of the Bond;

(iii)  the redemption date;

(iv)  the Redemption Price;

(v) in the case of a partial redemption, the revised installment payment
schedule;

(vi)  a statement that the Bond must be surrendered to the District’s offices; and

{vil) notice that interest will not accrue on any principal redeemed after the
designated redemption date.

(C)  Defects in Notice or Procedure. Failure of the Owner to receive notice or any
defect in any such notice shall not affect the sufficiency of the proceedings for redemption.

Section 4.4. Right to Rescind Notice. The District may rescind any optional
redemption and notice thereof for any reason on any date prior to the date fixed for redemption
by causing written notice of the rescission to be given to the Owner. Any optional redemption
and notice thereof shall be rescinded if for any reason on the date fixed for redemption monies
are not available to the District or otherwise held in trust for such purpose in an amount
sufficient to pay in full on said date the principal of, interest, and any premium due on the Bond
called for redemption. Notice of rescission of redemption shall be given in the same manner in
which notice of redemption was originally given. The actual receipt by the Owner of notice of
such rescission shall not be a condition precedent to rescission, and failure to receive such notice
or any defect in such notice shall not affect the validity of the rescission.
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Section 4.5. Deposit of Redemption Price. Prior to any redemption date, the District
shall deposit into a segregated account held by it or in escrow with a bank or trust company, as
appropriate, an amount of money sufficient to pay the Redemption Price due on that date. Such
money shall be applied solely for the payment of the Redemption Price upon presentation and
surrender of the Bond.

Section 4.6. Bond Payable on Redemption Date. When notice of redemption has
been duly given and moneys for payment of the Redemption Price is held by the District or in
escrow with a bank or trust company for that purpose, on the redemption date designated in the
notice (i) the principal to be redeemed shall become due and payable at the Redemption Price
specified in the notice, (ii) interest on such principal shall cease to accrue, (iii) if the Bond is
redeemed in whole, it shall cease to be entitled to any benefit or security under this Agreement,
and (iv) the Owner shall have no rights in respect of the redeemed principal except to receive
payment of the Redemption Price. Upon surrender of the Bond for redemption in whole, the
District or escrow holder, as the case may be, shall pay the Owner the Redemption Price and
cancel the surrendered Bond.

ARTICLE Y
SECURITY FOR THE BOND

Section 5.1  Levy of Taxes for Payment of Bond. The Bond is a general obligation
of the District and is payable from any available funds of the District, including the Net
Revenues. If the Net Revenues are ever insufficient to pay the principal and interest installments
on the Bond as and when the same become due, the District shall take all steps required by law
and by the County to ensure that the Board of Supervisors annually thereafter levies property
taxes sufficient to make those payments when due.

Section 5.2  Operation and Maintenance of the Water System. The District will
maintain and preserve the Water System in good repair and working order at all times and will
operate the Water System in an efficient and economical manner and will pay all Operation and
Maintenance Expenses as they become due and payable.

Section 5.3  Collection of Rates and Charges. (a) The District hereby covenants that
it shall fix, prescribe, revise and collect rates, fees and charges for the services and facilities
furnished by the Water System during each Fiscal Year that are at least sufficient, after making
allowances for contingencies and error in the estimates, to yield Gross Revenues sufficient to pay
the following amounts:

(1) All Operation and Maintenance Expenses estimated by the District to
become due and payable in such Fiscal Year;

(i)  All payments of Debt Service on the Bond, the Unrefunded Prior Bonds,
and any Senior Obligations as they become due and payable during such Fiscal Year;

(ili)  Amounts necessary to bring the amount of funds in any reserve fund
established with respect to the Senior Obligations up to the required amount; and
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(iv)  All payments required to meet any other obligations of the District that are
charges, liens, encumbrances upon, or that are otherwise payable from, the Gross
Revenues or the Net Revenues during such Fiscal Year.

In addition, the District shall fix, prescribe, revise and collect rates, fees and charges for
the services and facilities furnished by the Water System during each Fiscal Year that are
sufficient to yield Net Revenues that are at least equal to 125% of Debt Service on the Bond, the
Unrefunded Prior Bonds, and all outstanding Senior Obligations for such Fiscal Year.

(b) If, in any Fiscal Year, the rates, fees, and charges for the services and facilities of the
Water System, after allowances for contingencies and error in the estimates, shall produce Gross
Revenues insufficient to meet the covenant set forth in paragraph (a) of this Section, the District
covenants and agrees fo employ an independent consultant to make recommendations as to a
revision of the rates, fees and charges of the Water System or the methods of operation of the
Water System that will result in producing Net Revenues in the amount specified in paragraph
(a) of this Section. Copies of the recommendations of such consultant shall be filed with the
Owner.

The District covenants and agrees that it shall, promptly upon its receipt of such
recommendations from such consultant, subject to applicable requirements or restrictions
imposed by law, and subject to a good faith determination of the Board that such
recommendations, in whole or in part, are in the best interests of the District, revise its rates, fees
and charges or its methods of operation or collections and shall take such other action as shall be
in conformity with such recommendations. If the District fails to comply with such
recornmendations, subject to the applicable requirements or restrictions imposed by law and to
the determination of the Board that such recommendations are in the best interests of the District,
the Owner may, in addition to the rights and remedies elsewhere set forth herein, institute and
prosecute an action or proceeding in a court of competent jurisdiction to compel the District to
comply with the recommendations. If the District complies in all material respects with the
reasonable recommendations of the consultant in respect to said rates, fees, charges and methods
of operation or collection, the District will be deemed to have complied with the covenants
contained in this Section notwithstanding that Net Revenues shall be less than the amount
required under this Section for such Fiscal Year; provided, however, that such rates, fees,
charges and methods of operation or collection shall produce Net Revenues equal to at least
100% of Debt Service on the Bond, the Unrefunded Prior Bonds, and all Senior Obligations
coming due and payable during such Fiscal Year; provided further that this sentence shall not be
construed as in any way excusing the District from taking any action or performing any duty
required under this Agreement or be construed as constituting a waiver of any other Event of
Default.

Section 5.4  Against Competitive Facilities. Except for any utility system existing as
of the date hereof, the District will not, to the extent permitted by law, acquire, maintain or
operate and will not, to the extent permitted by law and within the scope of its powers, permit
any other public or private agency, authority, district, or political subdivision or any person
whomsoever to acquire, maintain or operate within the District any utility system competitive
with the Water System; provided, however, that the District may assign all or a portion of the
Water System to another entity upon delivery to the Owner of an opinion of bond counsel that
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such assignment will not adversely affect the tax-exempt status of the Bond, and provided such
entity assumes the obligations of the District hereunder.

Section 5.5  Against Sale or Other Disposition of Property. Except in the ordinary
course of business, the District will not sell, lease, encumber or otherwise dispose of the Water
System or any part thereof, provided however, any real or personal property that has become
nonoperative or that is not needed for the efficient and proper operation of the Water System, or
any material or equipment that has become worn out, may be sold or exchanged at not less than
the fair market value thereof. If the proceeds of such sale or exchange are less than $25,000 in a
Fiscal Year, the District may apply them to any legal purpose. If the proceeds of such sale or
exchange are greater than $25,000 in a Fiscal Year, the District shall either (a) use them for the
acquisition or construction of improvements, extensions or replacements of facilities constituting
part of the Water System, or (b) to the extent not so used, use them to pay or redeem the Bond or
any Senior Obligation.

The District will not enter into any agreement or lease that would materially impair the
rights of the Owners or the operation of the Water System.

Section 5.6  Against Encumbrances. The District will not make any pledge of or
place any charge or lien upon the Net Revenues except as provided herein and will not issue any
bonds, notes, or other debt obligations payable from the Net Revenues except Senior
Obligations.

Section 5.7 Limitation on Additional Senior Obligations. The District covenants
that the District shall not issue or incur any Senior Obligations unless:

(a) The District is not in default under the terms of this Agreement; and

(b) Net Revenues (excluding connection charges), calculated on sound accounting
principles, for the latest Fiscal Year or any more recent twelve {(12) month period selected by the
District ending not more than sixty {60) days prior to the adoption of the resolution authorizing
the issuance or execution of such Senior Obligations, as shown by the books of the District, shall
have amounted to at least 1.25 times Maximum Annual Debt Service on the Bond, the
Unrefunded Prior Bonds, all outstanding Senior Obligations, and the Senior Obligations to be
issued or executed; provided that, in calculating debt service coverage for this purpose, the
District may add either or both of the following items to such Net Revenues:

(i) an allowance for Net Revenues from any additions to or improvements or
extensions of the Water System to be constructed or acquired with the proceeds of such
additional Senior Obligations, and also for Net Revenues from any such additions,
improvements or extensions that have been constructed or acquired from moneys from
any source but that, during all or any part of such Fiscal Year or 12-month period, were
not in service, all in an amount equal to the estirmated additional annual Net Revenues to
be derived from such additions, improvements and extensions during the first full Fiscal
Year following the completion thereof, all as shown by a certificate of the District;

(i)  an allowance for earnings arising from any increase in the charges made
for service from the Water System that has become effective prior to the incurring of
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such additional Senior Obligations but that, during all or any part of such Fiscal Year or
12-month period, was not in effect, in an amount equal to 100% of the amount by which
the Net Revenues would have been increased if such increase in charges had been in
effect during the whole of such Fiscal Year or 12-month period, as shown by a certificate
of the District.

Notwithstanding the foregoing, the District may issue or execute additional Senior
Obligations to discharge or defease other Senior Obligations then unpaid and outstanding if,
upon such issuance or execution, Debt Service on the refunding Senior Obligations for each
future Fiscal Year following such discharge or defeasance shall be less than or equal to the Debt
Service for that Fiscal Year on the refunded Senior Obligations if such discharge or defeasance
did not occur, all as shown by a certificate of the District.

ARTICLE Vi
COVENANTS OF THE DISTRICT

Section 6.1. Punctual Payment and Performance. The District will punctually pay
the principal of and interest on the Bond, in strict conformity with the terms of the Bond and
hereof, and will faithfully observe and perform all the agreements, conditions, covenants, and
terms contained herein required to be observed and performed by it.

Section 6.2 Compliance with Law; Preservation of Rights. The District will
faithfully comply with, keep, observe, and perform all valid and lawful obligations or regulations
now or hereafter imposed on it with respect to the Water System by contract, or prescribed by
any law of the United States of America or of the State, or by any officer, board, or commission
having jurisdiction or control, as a condition of the continued enjoyment of each and every
franchise, right, or privilege now owned or hereafter acquired by the District with respect to the
Water System, including its right to exist and carry on its business, to the end that such
franchises, rights, and privileges shall be maintained and preserved and shall not become
abandoned, forfeited, or in any manner impaired.

Section 6.3 Compliance with Contracts. The District will comply with, keep,
observe and perform all agreements, conditions, covenants and terms, expressed or implied,
required to be performed by it contained in all contracts for the use of the Water System and all
other contracts affecting or involving the Water System to the extent that the District is a party
thereto.

Section 6.4  Prosecution and Defense of Suits. The District shall promptly, upon
request of the Owner, take such action as may be necessary or proper to remedy or cure any
defect in or cloud upon the title to the Water System, whether now existing or hereafter
developing and shall, to the extent permitted by law, prosecute all such suits, actions and
other proceedings as may be appropriate for such purpose and shall indemnify and save the
Owner harmless from all loss, cost, damage and expense, including attorneys’ fees, that it
may incur by reason of any such defect, cloud, suit, action or proceeding.

Section 6.5 Payment of Claims. The District will pay and discharge any and all
fawful claims for labor, materials or supplies that, if unpaid, might become a lien on the Net
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Revenues or any part thereof or on any funds in the control of the District or that might impair
the security of the Bond; provided that the District shall not be obligated to make such payment
so long as the District contests such payment in good faith.

Section 6.6 Payment of Taxes; Compliance with Regulations. The District will pay
and discharge all taxes, assessment, and other governmental charges, if any, that may hereafter
be lawfully imposed upon the Water System or any part thereof or upon the Net Revenues when
the same shall become due. The District will duly observe and conform with all valid
regulations and requirements of any governmental authority relative to the operation of the
Water System or any part thereof, but the District shall not be required to make such payments,
or to comply with any regulations or requirements, so long as the payment or validity or
application thereof shall be contested in good faith.

Section 6.7 Insurance; Application of Net Proceeds.

(a) Casualty Insurance. The District will procure and maintain or cause to be procured
and maintained insurance on the Water System with responsible insurers in such amounts and
against such risks (including accident to or destruction of the Water System) as are usually
covered in connection with water systems similar to the Water System so long as such insurance
is available from reputable insurance companies. In the event of any damage to or destruction of
the Water System caused by the perils covered by such insurance, the Net Proceeds thereof shall
be applied to the reconstruction, repair, or replacement of the damaged or destroyed portion of
the Water System. The District shall begin such reconstruction, repair, or replacement promptly
after such damage or destruction shall occur; shall continue and properly complete such
reconstruction, repair, or replacement as expeditiously as possible; and shall pay out of such Net
Proceeds all costs and expenses in connection with such reconstruction, repair, or replacement so
that the same shall be completed and the Water System shall be free and clear of all claims and
liens. If such Net Proceeds exceed the costs of such reconstruction, repair, or replacement, then
the excess Net Proceeds may be applied to the redemption of the Bond or any Senior Obligation.
If such Net Proceeds are sufficient to enable the District to defease or retire the Senior
Obligations and the Bond, the District may elect not to reconstruct, repair, or replace the
damaged or destroyed portion of the Water System, and thereupon such Net Proceeds shall be
applied to such defeasance or retirement.

(b) Other Insurance. The District will procure and maintain such other insurance that it
deems advisable or necessary to protect its interests and the interests of the Owner, which
insurance shall afford protection in such amounts and against such risks as are usually covered in
connection with Water systems similar to the Water System.

(¢) Self-Insurance. Any insurance required to be maintained pursuant to paragraph (a)
above and any insurance maintained pursuant to paragraph (b) above may be maintained under a
self-insurance or pooled risk program so long as such self-insurance or pooled risk program is
maintained in the amounts and manner usually maintained in connection with Water systems
similar to the Water System.
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(d) Notice of Cancellation. All policies of insurance required to be maintained herein
shall provide that the Owner shall be given thirty (30) days’ written notice of any intended
cancellation thereof or reduction of coverage provided thereby.

Section 6.8. Eminent Domain Proceeds. If all or any part of the Water System shall
be taken by eminent domain proceedings, the Net Proceeds thereof shall be applied as follows:

(a) If (1) the District obfains and files with the Owner an Engineer’s Report or
Accountant’s Report showing (i) the estimated loss of annual Net Revenues, if any,
suffered or to be suffered by the District by reason of such eminent domain proceedings,
(ii) a general description of the additions, betterments, extensions, or improvements to the
Water System proposed to be acquired and constructed by the District from such Net
Proceeds, and (iii) an estimate of the additional annual Net Revenues to be derived from
such additions, betterments, extensions, or improvements, and (2) the District, on the
basis of such Engineer’s Report or Accountant’s Report tiled with the Owner, determines
that the estimated additional annual Net Revenues will sufficiently offset the estimated
loss of annual Net Revenues resulting from such eminent domain proceedings so that the
ability of the District to meet its obligations hereunder will not be substantially impaired
(which determination shall be final and conclusive) then the District shall promptly
proceed with the acquisition and construction of such additions, betterments, extensions,
or improvements substantially in accordance with such Engineer’s Report or
Accountant’s Report and such Net Proceeds shall be applied for the payment of the cosis
of such acquisition and construction, and any balance of such Net Proceeds not required
for such purpose may be applied by the District to any lawful purpose.

(b) If (1) the District obtains and files with the Owner an Engineer’s Report or
Accountant’s Report containing an estimate of annual Net Revenues after the taking by
eminent domain and (2)the District, on the basis of such Engineer’s Report or
Accountant’s Report, determines that Net Revenues will equal at least one hundred
twenty-five per cent (125%) of Debt Service on the Bonds, the Unrefunded Prior Bonds,
and all Senior Obligations for each Fiscal Year in which the Bond is outstanding, then the
District may use such Net Proceeds for any lawful purpose.

{c) If the conditions of neither of the foregoing subsections are met, then such Net
Proceeds shall be applied in part to the prepayment or redemption of the Senior
Obligations and the Bond.

Section 6.9  Financial Information. During the term of this Agreement, the District
shall, at the request of the Owner, furnish or cause to be furnished to the Owner, at the District's
expense, (i} the audited financial statements of the District within six (6) months of the end of the
Fiscal Year, or as soon as practicable thereafter, and (ii) such other information regarding the
operations, financial condition, and property of the District and the Water System as the Owner
may reasonably request as soon as available. Any audited financial statements furnished to the
Owner shall be prepared in accordance with Generally Accepted Accounting Principles,
consistently applied, and shall fairly present the District’s financial condition as of the date of the
statements.
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Section 6.10 Tax Covenant. The District shall at all times do and perform all acts and
things permitted by law and this Agreement that are necessary and desirable in order to assure
that interest paid on the Bond will be excludable from gross income for federal income tax
purposes and shall take no action that would result in such interest not being so excludable.
Without limiting the generality of the foregoing, the District agrees to comply with the
provisions of the Tax Certificate. This covenant shall survive the payment in full of the Bond.

Section 6.11 Further Assurances. The District will promptly execute and deliver or
cause to be executed and delivered all such other and further instruments, documents or
assurances, and promptly do or cause to be done all such other and further things, as may be
necessary or reasonably required in order to further and more fully vest in the Owner all rights,
interest, powers, benefits, privileges and advantages conferred or intended to be conferred upon
them by this Agreement.

ARTICLE VII
EVENTS OF DEFAULT AND REMEDIES OF OWNER

Section 7.1  Events of Default. The following events shall be Events of Default:

(A)  Payment Default. Default in the due and punctual payment of any installment of
the principal of or interest on the Bond when and as the samie shall become due and payable;

(BY  Breach of Covenant. Failure by the District to observe or perform any covenant,
condition, agreement or provision in this Agreement on its part to be observed or performed,
other than as referred to in subsection (A) of this Section, for a period of sixty (60) days after
written notice, specifying such failure and requesting that it be remedied, has been given to the
District; except that, if such failure can be remedied but not within such sixty-day period and if
the District has taken all action reasonably possible to remedy such failure within such sixty-day
period, such failure shall not become an Event of Default for so long as the District shall
diligently proceed to remedy same;

(C) Bankruptcy. The District shall file a petition seeking arrangement or
reorganization under 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 the consent of the District seeking arrangement or reorganization under the federal
bankruptey laws or any other applicable law of the United States of America or any state therein,
or if under the provisions of any other law for the relief or aid of debtors any court of competent
jurisdiction shall assume custody or control of the District or of the whole or any substantial part
of its property; and

(D Senior Obligation Default. An event of default shall have occurred with respect
to any Senior Obligations.

Section 7.2 Acceleration of Debt Service. If an Event of Default shall occur, then,
and in each and every such case during the continuance of such Event of Default, the Owner
may, by notice in writing to the District, declare the unpaid principal of the Bond and the interest
acctued thereon to be due and payable immediately, and upon any such declaration the same
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shall become due and payable, anything contained herein or in the Bond to the contrary
notwithstanding,

This provision, however, is subject to the condition that if, at any time after the principal
of the Bond shall have been so declared due and payable and before any judgment or decree for
the payment of the money due shall have been obtained or entered, the District shall pay the
Owner all matured interest on the Bond and all principal of the Bond due prior to such
declaration, with interest at the rate borne by the Bond on such overdue interest and principal,
and the reasonable fees and expenses of the Owner, including without limitation fees and
expenses of its attorneys and agents, and any and all other defaults known to the Owner (other
than in the payment of interest on and principal of the Bond due and payable solely by reason of
such declaration} shall have been made good or cured to the satisfaction of the Owner or
provision deemed by the Owner to be adequate shall have been made therefor, then and in every
such case the Owner, by written notice to the District, shall 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.

Section 7.3  Other Remedies of Owner. Upon the occurrence and continuance of an
Event of Default, the Owner shall have the right

(A) by mandamus or other action, suit, or proceeding at law or in equity to enforce the
Owner’s rights against the Board or the District or any of the officers or employees of the
District, and to compel the Board or the District or any such officers or employees to perform
and carry out their duties under the Law and the agreements and covenants with the Owner
contained herein;

(B) by suit in equity to enjoin any acts or things that are unlawful or violate the rights
of the Owner; or

(C) by suit in equity upon the nonpayment of the Bond to require the Board or the
District or its officers and employees to account as the trustee of an express trust.

Section 7.4  Restoration of Positions. In case any proceedings taken by the Owner on
account of any Event of Default shall have been discontinued or abandoned for any reason or
shall have been determined adversely to the Owner, then in every such case the District and the
Owner, subject to any determination in such proceedings, shall be restored to their former
positions and rights hereunder, severally and respectively, and all rights, remedies, powers, and
duties of the District and the Owner shall continue as though no such proceedings had been
taken.

Section 7.5  Rights and Remedies Cumulative. No right or remedy herein conferred
upon or reserved to the Owner of the Bond is intended to be exclusive of any other right or
remedy, and every right and remedy shall, to the extent permitted by law, be cumulative and in
addition to every other right or remedy given hereunder or now or hereafter existing at law or in
equity or otherwise. The assertion or employment of any right or remedy hereunder, or
otherwise, shall not prevent the concurrent assertion or employment of any other appropriate
right or remedy.

1033464.2 11338.005 21





Section 7.6  Delay or Omission Not Waiver. No delay or omission of any Owner of
the Bond to exercise any right or remedy accruing upon an Event of Default shall impair any
such right or remedy or constitute a watver of any such Event of Default or an acquiescence
therein. Every right and remedy given by this Agreement or by law to the Owner of the Bond
may be exercised from time to time, and as often as may be deemed expedient, by the Owner.

ARTICLE VIII
AMENDMENTS; DISCHARGE OF AGREEMENT

Section 8.1 Amendments Permitted. (A) This Agreement and the rights and
obligations of the District and of the Owner may be modified or amended at any time by a
supplemental agreement but only with the written consent of the Owner.

(B)  From and after the time any supplemental agreement becomes effective pursuant
to this Article, this Agreement shall be deemed to be modified and amended in accordance
therewith, and the respective rights, duties, and obligations under this Agreement of the District
and the Owner shall thereafter be determined, exercised, and enforced hereunder subject in all
respects to such modification and amendments, and all the terms and conditions of any such
supplemental agreement shall be deemed to be part of the terms and conditions of this
Agreement for any and all purposes.

Section 8.2  Discharge of Agreement. (a) If the District shall pay or cause to be paid
or there shall otherwise be paid to the Owner the principal of and the interest and the redemption
premium, if any, on the Bond at the times and in the manner stipulated therein and herein, then
all agreements, covenants and other obligations of the District to the Owner hereunder shall
thereupon cease, terminate and become void and be discharged and satisfied.

(b) The Bond shall be deemed to have been paid within the meaning and with the
effect expressed in subsection (a) of this section if (1) in case the Bond is to be redeemed on any
date prior to its final principal payment, the District shall have mailed a notice of redemption to
the Owner, (2) there shall have been deposited with an escrow agent either money in an amount
that shall be sufficient or Defeasance Securities that are not subject to redemption except by the
holder thereof prior to maturity, the interest on and principal of which when paid will provide
money that, together with the money, if any, deposited with such escrow agent at the same time,
shall be sufficient to pay when due the interest to become due on the Bond on and prior to the
final principal payment date or redemption date thereof, as the case may be, and the principal of
and redemption premiums, if any, on the Bond on and prior to the final principal payment date or
the redemption date thereof, as the case may be, and (3) if the Bond is not subject to redemption
within the next succeeding sixty (60) days, the District shall have mailed a notice to the Owner
that the deposit required by clause (2) above has been made with such escrow agent and that the
Bond is deemed to have been paid in accordance with this section and stating the principal
payment dates or redemption date, as the case may be, upon which money is to be available for
the payment of the principal of and redemption premiums, if any, on the Bond.

IN WITNESS WHEREOF, the District has caused this Agreement to be duly executed
by its officers duly authorized as of the date first written above.
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SWEETWATER SPRINGS WATER DISTRICT

By:

, President of the Board

ATTEST:

By:

, Secretary of the Board
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EXHIBIT A
FORM OF BOND

REGISTERED NO. R-1
SWEETWATER SPRINGS WATER DISTRICT
{Sonoma County, California)
Improvement District No. 1
2013 General Obligation Refunding Bond

This Bond has been designated as a “qualified tax-exempt obligation” within the meaning of
Section 265({b)(3) of the Internal Revenue Code of 1986, as amended.

QOriginal Principal Amount Original Issue Date
${7.,982,000] August 13, 2013

Sweetwater Springs County Water District, a county water district duly organized and existing
under and pursuant to the Constitution and laws of the State of California (the “District™), for value
received, hereby acknowledges itself indebted to and promises to pay to CAPITAIL ONE PUBLIC
FUNDING, LLC, or registered assigns, the installments of principal and interest in the amounts and on
the dates stated below:

Date Principal Interest Total
September 1, 2013
March 1, 2014
September 1, 2014
March 1, 2015
September 1, 2015
March I, 2016
September 1, 2016
March 1, 2017
September |, 2017
March 1, 2018
September 1, 2018
March 1, 2019
September 1, 2019
March 1, 2020
September 1, 2020
March 1, 2021
September 1, 2021
March 1, 2022
September 1, 2022
March 1, 2023
September 1, 2023
March 1, 2024
September 1, 2024
March 1, 2025
September 1, 2025
March 1, 2026
September 1, 2026
March 1, 2027
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Date Principal Interest Total
September 1, 2027
March 1, 2028
September 1, 2028
March |, 2029
September 1, 2029
March 1, 2030
September 1, 2030
March 1, 2031
September I, 2031
March 1, 2032
September 1, 2032
March 1, 2033
September 1, 2033

Interest on the unpaid principal amount of this Bond is calculated from the original issue date stated
above at the rate of 3.60% per annuni, on the basis of a 360-day year comprising twelve 30-day months.
The principal and interest installments on this Bond shall be payable in lawful money of the United States
of America by wire transfer on each payment date to the registered owner hereof (in accordance with the
terms of the Bond Issuance Agreement described below).

This Bond is the single bond of the issue authorized by the District and designated “Sweetwater
Springs Water District (Sonoma County, California) Improvement District No. 1 2013 General Obligation
Refunding Bond” in the original principal amount stated above. This Bond is issued pursuant to a Bond
Issuance Agreement dated August I, 2013, made by the District (the “Agreement”), and in conformity
with the Constitution and laws of California, including the statutory authority of Articles 9 and 11 of
Chapter 13 of Part 1 of Division 2 of Title 5 of the California Government Code (the “Law™).

Reference is hereby made to the Agreement and to the Law for a description of the terms on
which the Bond is issued and to be issued and the rights of the registered owner of the Bond. All the
terms of the Agreement and the Law are hereby incorporated herein and constitute a contract between the
District and the registered owner from time to time of this Bond. The registered owner of this Bond, by
its acceptance hereof, consents and agrees to all the provisions of the Agreement.

This Bond is subject to redemption by the District as a whole on any date or in part (by ratably
reducing the remaining scheduled principal instaliments) on any Interest Payment Date, from funds received
by the District due to a casualty loss or governmental taking of the Water System or portions thereof by
eminent domain proceedings, under the circumstances and upon the conditions and terms prescribed in the
Agreement, at a redemption price equal to the sum of the principal amount thereof to be redeemed plus
accrued interest thereon to the date fixed for redemption, without premium.

This Bond is also subject to redemption at the option of the District from any source of available
funds, as a whole on any date or in part on any September 1 (in a minimum amount of $100,000), on or
after September 1, 2021, at the following redemption prices (computed upon the principal amount of the
Bond to be redeemed), plus accrued interest to the date fixed for redemption:

Redemption Period

(Both Dates Inclusive) Redemption Price
September 1, 2021, through August 31, 2013 102%
September 1, 2023, and thereafter 100

A-2
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If this Bond is optionally redeemed in part, the amount of the principal to be redeemed shall be
applied to reduce the scheduled principal installments in inverse order of their payment dates.

Notice of redemption of this Bond shall be given by first class mail not less than thirty (30) days
nor more than sixty (60) days before the redemption date to the registered owner hereof, subject to and in
accordance with provisions of the Agreement. If notice of redemption has been duly given as aforesaid
and money for the payment of the above-described redemption price is held by the District or its escrow
agent, then this Bond shall, on the redemption date designated in such notice, become due and payable at
the above-described redemption price; and from and after the date so designated, interest on this Bond
shall cease to accrue and the registered owner of this Bond shall have no rights with respect hereto except
to receive payment of the redemption price hereof.

If an event of default, as defined in the Agreement, shall occur, the principal of the Bond may be
declared due and payable upon the conditions, in the manner and with the effect provided in the
Agreement, except that the Agreement provides that in certain events such declaration and its
consequences shall be rescinded under the circumstances as provided therein.

This Bond is transferable by the registered owner hereof, in person or by its attorney duly
authorized in writing, at the offices of the District, but only in the manner, subject to the limitations and
upon payment of the charges provided in the Agreement, and upon surrender and cancellation of this
Bond. Upon such transfer a new fully registered Bond for the same aggregate principal amount will be
issued to the transferee in exchange herefor.

The District may deem and treat the registered owner hereof as the absolute owner hereof for all
purposes, and the District shall not be affected by any notice to the contrary.

The rights and obligations of the District and of the registered owner of the Bond may be
modified or amended at any time in the manner, to the extent, and upon terms provided in the Agreement,
which provide, in certain circumstances, for modifications and amendments without the consent of or
notice to the registered owner of Bond.

It is hereby certified and recited that any and all acts, conditions, and things required to exist, to
happen, and to be performed, precedent to and in the incurring of the indebtedness evidenced by this
Bond, and in the issuing of this Bond, do exist, have bappened, and have been performed in due time,
form and manner, as required by the Constitution and statutes of the State of California; that the total
amount of indebtedness of the District, including the amount of this Bond, does not exceed any limit
prescribed by the Constitution and the statutes of the State of California; and that this Bond is not in
excess of the amount permitted to be issued under the Agreement.

IN WITNESS WHEREOF, the Board of Directors of the Sweetwater Springs Water District,
has caused this Bond to be signed by its President, to be countersigned by the Secretary of the Board, all
as of the date stated above.

By:

President of the Board of Directors
Countersigned:

Secretary of the Board of Directors
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ASSIGNMENT

For value received hereby sell, assign and transfer unto
the within Bond and hereby irrevocably constitute and appoint
attorney, to transfer the same on the bond register of the District, with full power
of substitution in the premises.

Dated:

NOTE: The signature to this Assignment must
correspond with the name on the face of the within Bond
in every particular, without alteration or enlargement or
any change whatsoever.

Signature Guaranteed by:
NOTE: Signature must be guaranteed by an eligible
guarantor institution (being banks, stock brokers, savings
and loan associations, and credit unions with
membership in and approved signature guarantee
medallion programs) pursuant to Securities and
Exchange Commission Rule 17A(d)15.

Social Security Number, Tax Identification Number,
or other identifying number of Assignee:

A-4
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LEGAL OPINION

The following is a true copy of the opinion rendered by Kronick, Moskovitz, Tiedemann &
Girard, a Professional Corporation, in connection with the issuance of, and dated as of the date of the
original delivery of, the 2013 General Obligation Refunding Bond. A signed copy is on file in my office.

Secretary of the Board

KRONICK, MOSKOVITZ, TIEDEMANN & GIRARD
A Professional Corporation
400 Capitol Mall, 27th floor
Sacramento, CA 95814-4417

Board of Directors
Sweetwater Springs Water District

P.O. Box 48
Guerneville, CA 95446
Re: Sweetwater Springs Water District (Sonoma County, California)

Improvement District No. 1 2013 General Obligation Refunding Bond

Ladies and Gentlemen:

We have acted as bond counsel in connection with the issuance by the Sweetwater Springs Water
District (the “District”™) of ${7,982,000] principal amount of Sweetwater Springs Water District (Sonoma
County, California) Improvement District No. | 2013 General Obligation Refunding Bond (the “Bond”).
In such capacity, we have examined such law and such certified proceedings, certifications, and other
documents as we have deemed necessary to render this opinion.

Regarding questions of fact material to our opinion, we have relied upon the certified proceedings
and other certifications of public officials and others furnished to us without undertaking to verify the
same by independent investigation.

Based upon the foregoing, we are of the opinion that, under existing law:

1. The Bond has been duly authorized and executed by the District and is a valid and
binding general obligation of the District, payable from any available funds of the District, including the
revenues of the District’s water system, although any tax for the payment of the Bond is limited to annual
taxes to be levied upon and collected from property within Improvement District No. 1 of the District (the
“Improvement District™).

2. All taxable property in the territory of Improvement District No. | is subject to ad
valorem taxation without limitation regarding rate or amount (except certain personal property that is
taxable at limited rates) to pay the Bond. The County of Sonoma is required by law to include in its
annual tax levy the principal and interest coming due on the Bond to the extent that necessary funds are
not provided from other sources.
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3. Interest on the Bond is excludable from gross income for federal income tax purposes and
is not an item of tax preference for purposes of the federal alternative winimum tax imposed on
individuals and corporations; however, such interest is taken into account in determining adjusted current
earnings for the purpose of computing the alternative minimum tax imposed on certain corporations. The
opinion set forth in the preceding sentence is subject to the condition that the District comply with ail
requirements of the Internal Revenue Code of 1986, as amended, that must be satisfied subsequent to the
issuance of the Bond in order that the interest thereon be, and continue to be, excludable from gross
income for federal income tax purposes. The District has covenanted to comply with all such
requirements. Failure to comply with certain of such requirements may cause interest on the Bond to be
included in gross income for federal income tax purposes retroactively to the date of issuance of the
Bond.

4. Interest on the Bond is exempt from State of California personal income taxation.

5. The Bond is eligible and the District has designated it as a “qualified tax-exempt
obligation” pursuant to Section 265(b}(3) of the Internal Revenue Code of 1986, as amended.

The rights of the owner of the Bond and the enforceability thereof are limited by bankruptcy,
insolvency, reorganization, moratorium, and other similar laws affecting creditors’ rights generally, and
by equitable principles, whether considered at law or in equity.

We express no opinion regarding tax consequences arising with respect to the Bond other than as
expressly set forth herein.

This opinion is given as of the date hereof, and we assume no obligation to revise or supplement
this opinion to reflect any facts or circumstances that may hereafter come to our attention or any changes
int law that may hereafter occur.

Very truly yours,

KRONICK, MOSKOVITZ, TIEDEMANN & GIRARD,
A Professional Corporation
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RESOLUTION NO. 13-18

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE
SWEETWATER SPRINGS WATER DISTRICT AUTHORIZING THE
ISSUANCE OF A REFUNDING BOND IN AN AMOUNT NOT TO EXCEED
$9,000,000 AND THE EXECUTION AND DELIVERY OF A
Bond ISSUANCE AGREEMENT AND AUTHORIZING CERTAIN RELATED MATTERS

WHEREAS, the Sweetwater Springs Water District (the “District”) is duly
organized and existing under the laws of the State of California and is authorized
pursuant to Articles 9 and 11 of Chapter 3 of Part 1 of Division 2 of Title 5 of the
Government Code of the State of California (commencing with Section 53550) to issue
refunding bonds for the purpose of refinancing the outstanding principal amount of its
Improvement District No. 1 General Obligation Bonds of 1990, Series 1992 and
Improvement District No. 1 General Obligation Bonds of 1990, Series 2003 (collectively,
the “Prior Obligations”); and

WHEREAS, in order to provide funds to refinance a portion of the Prior
Obligations, the District proposes to issue its Sweetwater Springs Water District
(Sonoma County, California) Improvement District No. 1 2013 General Obligation
Refunding Bond in the aggregate principal amount of not to exceed $9,000,000 (the
“Bond”); and

WHEREAS, the Bond will be issued and secured pursuant to the terms of an
Bond Issuance Agreement (the “Bond Issuance Agreement”); and

WHEREAS, the Board of Directors of the District (the “Board”) previously
adopted and passed a resolution on June 6, 2013 authorizing the issuance of refunding
bonds to be sold to Brandis Tallman LLC, as underwriter, for offer and sale by the
underwriter to the general public; and

WHEREAS, as a result of unprecedented market conditions adversely affecting
the municipal bond market, this Board finds that refinancing a portion of the Prior
Obligations with the proceeds of the Bond will result in substantially more savings
and/or other financial benefits to the District than refinancing the Prior Obligations with
bonds offered and sold to the general public; and

WHEREAS, this Board has determined to sell the Bond privately to Capital One
Public Funding, LLC, as purchaser (the “Purchaser”) with Brandis Tallman LLC serving
as placement agent (the “Placement Agent”); and

WHEREAS, this Board has also been presented at this meeting with an option to
refinance all of the outstanding principal amount of the Prior Obligations; and





WHEREAS, the District has duly considered such transactions, including, without
limitation and the Bond Issuance Agreement and wishes at this time to approve said
transactions in the public interests of the District.

BE IT RESOLVED, by the Board of Directors of the Sweetwater Springs Water
District, as follows:

Section 1.  Issuance of the Bond. The Board hereby approves the issuance of
the Bond by the District in the aggregate principal amount of not to exceed $9,000,000
for the purposes hereinbefore described. The Bonds will have a true interest cost of not
to exceed 4.00% and will have a maturity of 20 years. The remaining nine years of
maturity of the Prior Obligations will not be refinanced.

Section 2.  Bond Issuance Agreement. The Board hereby approves the Bond
Issuance Agreement, in substantially the form filed with the Secretary of the Board. The
President, Vice President and General Manager and/or their designees (the “Authorized
Officers”) are each hereby authorized and directed to execute, for and on behalf of the
District, the Bond Issuance Agreement, in substantially the form filed with the Secretary
of the Board, with such changes therein as any of the Authorized Officers shall approve,
such approval to be conclusively evidenced by the execution and delivery thereof.

Section 3. Bank Qualification. This Board, confirming that it has no present
intention of providing for issuance of any further tax-exempt obligations of the District
during calendar year 2013, believes that the reasonably anticipated amount of tax-
exempt obligations which will be issued by the District in calendar year 2013 will not
exceed $9,000,000, and the Bond is hereby designated as qualified tax-exempt
obligations pursuant to Section 265(b)(3)(B) of the Code.

Section 4. Placement Agent Agreement. The Board hereby approves the
Placement Agent Agreement, in substantially the form filed with the Secretary of the
Board. The Authorized Officers are each hereby authorized and directed to execute, for
and on behalf of the District, the Placement Agent Agreement, in substantially the form
filed with the Secretary of the Board, with such changes therein as any of the
Authorized Officers shall approve, such approval to be conclusively evidenced by the
execution and delivery thereof.

Section 5.  Further Actions. The Authorized Officers are hereby authorized to
take all actions and execute any and all documents described in this Resolution and
otherwise necessary or desirable to effect the execution and delivery of the Bond
Issuance Agreement and to make any changes to the forms of the legal documents
including without limitation any changes to the dates and the percentages in the rate
covenant and additional debt test contained in any documents approved at this meeting
from the dates and percentages on the forms submitted to this meeting as necessary or
desirable to comply with the terms of the Purchaser; and to do any and all things and to
execute and deliver any and all documents which they may deem necessary or
advisable in order to consummate the issuance of the Bond and otherwise to carry out,
give effect to and comply with the terms and intent of this Resolution and the Bond






Issuance Agreement. Such actions heretofore taken by such officers are hereby
ratified, confirmed and approved. The Authorized Officers are further authorized to take
all actions and execute any and all documents necessary or desirable to refund,
defease, redeem and otherwise provide for the payment of the District’'s outstanding
Prior Obligations which are to be refinanced in connection with the issuance of the
Bond.

Section 6. Effective Date. This Resolution shall take effect from and after the
date of its passage and adoption.

| hereby certify that the foregoing is a full, true, and correct copy of a Resolution
duly and regularly adopted and passed by the Board of Directors of the SWEETWATER
SPRINGS WATER DISTRICT, Sonoma County, California, at a meeting held on August
1, 2013, by the following vote.

>
Z

Director ye 9]

Sukey Robb-Wilder
Tim Lipinski
Richard Holmer
Gaylord Schaap
Victoria Wikle

Richard Holmer
President of the Board of Directors

Attest: Julie A. Kenny
Clerk of the Board of Directors
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SWEETWATER SPRINGS WATER DISTRICT

TO: Board of Directors AGENDA NO. V-B

FROM: Steve Mack, General Manager

MEETING DATE: August 1, 2013

Subject: DISCUSSION/ACTION RE PRESENTATION BY MONTE RIO
CHAMBER OF COMMERCE TO WAIVE CAPACITY CHARGE FOR
WATER SERVICE TO “THE TRIANGLE” PROPERTY IN MONTE RIO

RECOMMENDED ACTION: Receive a presentation from the Monte Rio
Chamber of Commerce re providing water service to the Monte Rio
Triangle parcel.

FISCAL IMPACT: Loss of Capacity Charge and Flat fee revenue from
the property which is currently not being paid; addition of water sales
revenue for water use on the property.

DISCUSSION:

This past winter the Board of Directors was approached with a proposal to
provide water service without payment of the Capacity Charge to the ‘Monte
Rio Triangle' parcel which is a parcel in downtown Monte Rio at the junction of
the Bohemian Highway with Highway 116. The parcel is privately owned and
District Policy 3020.142 is that all persons and entities requesting water
service shall pay the District’s capacity charge prior to initiation of water
service, unless the District waives this requirement by written agreement
approved by the Board. Public agencies do not pay the capacity charge.

At the initial presentation the Board requested more information on how the
water use at the site would be managed and other aspects of the proposal.
One meeting was held by the General Manager with interested parties but
more information was not presented to the Board. At the July meeting a
petition was presented by Chuck Ramsey asking that the Board cooperate
with the Monte Rio Chamber of Commerce to provide water service to the
Triangle. The Board asked Mr. Ramsey to talk with the General Manager
regarding another agenda item on this topic.

On Wednesday | met with Mr. Ramsey and Mary Baker of the Monte Rio
Chamber of Commerce to flesh out the details of the proposal and to discuss
concerns with not paying the capacity charge and flat charge as paid by all
other non public agency customers of the District. The District also has a
concern that the property owners may feel this use would permit the
continuation of service once the use by the Chamber of Commerce has





Monte Rio Triangle 2
August 1, 2013

ceased. We discussed ways these concerns could be alleviated. As discussed
at this meeting the proposed approach would be as follows:

The owners of the parcel will have an agreement with the Chamber of
Commerce that allows the Chamber's use of the parcel for a certain amount of
time. The agreement could include a provision that water service with the
District would be terminated with the agreement termination.

The Chamber of Commerce will have an agreement with the Monte Rio Park and
Recreation District to request water service from the District for the parcel. The
Chamber will pay the water bills; the MRPRD will provide maintenance services.

When these agreements are put in place, the District could have an agreement
with the MRPRD regarding the water service.

Ms. Baker agreed to contact the MRPRD regarding their role in this arrangement
and both representatives agreed to come to the August 1 meeting for further
presentation and discussion on this issue.





		MEETING DATE:  August 1, 2013 




TO:

SWEETWATER SPRINGS WATER DISTRICT

Board of Directors AGENDA NO. V-C

FROM: Steve Mack, General Manager

Meeting Date: August 1, 2013

SUBJECT: ACTUAL VS. BUDGETED (OPERATIONS AND CAPITAL)
REPORTS THRU JUNE 30, 2013 (100%b6)

RECOMMENDED ACTION:

(Discussion item only.)

FISCAL IMPACT:

(None.)

DISCUSSION:

OPERATIONS

FY 2012-13 ended up with the District showing net income of approximately
$200,318'. The story this year has been robust water sales, which ended the
year $130,311 over the budgeted amount. (Total revenues exceeded budgeted
amounts by $111,957). However, lower-than-budgeted expenses also
contributed to the bottom line, coming in at $81,256 below budgeted amounts.

A summary of items with the biggest budget variances are listed below. Please
see the attached spreadsheet for a complete breakdown and explanation of line
item variances.

Revenue:

Water Sales $130,316 more than budgeted
Interest $18,118 less than budgeted
Rent $7,442 less than budgeted

SCWA reimbursement $5,567 less than budgeted

Expenses:

1 Income is typically budgeted to be zero because the budget provides for any extra revenue over
expenses to be transferred to CIRF.
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Salary (Wages, OT, etc.) $57,856 less than budgeted
Benefits $11,556 less than budgeted
Chemicals $7,654 less than budgeted

Electricity: $7,781 more than budgeted

Transfers to Other Funds:

Tfers for CDR Revenue $8,368 more than budgeted
(Note: This transfer will be made in July, 2013)

CAPITAL

The 4Q review is dominated by capital expenses — it shows the effects of
completing the 2013 CIP during this past fiscal year. The Capital Budget ended
the year in good shape — revenues are on track and expenses are close to where
they were expected to be. An exception is the 2014 CIP. This was originally
budgeted to include both Old Monte Rio Road and Hidden Valley Road in
anticipation of possible USDA grant funding. That didn’t happen and we scaled
back to Hidden Valley Road and Guernewood Lane.

FUNDS AT THE COUNTY

Table 3. Fund and Loan Balances show a comparison of the budgeted and end of
year (EQY). Also attached is the County Fund Balances for the fiscal year.

In Table 3 the Debt the Policy Reserves are identical to budgeted amounts. Total
Reserves EOY are higher than budgeted. That is largely a reflection of the 2014
CIP being budgeted in FY 13, but none of the construction costs were paid in FY
13 - the obligation to pay for the construction cost is still there even though the
carryover funds show in the total reserves.

The District Fund balances are fairly well aligned with the Reserve Policy
elements.





Sweetwater Springs Water District
FY 2012-13 Operating Budget Variances as of June 30, 2013 (100%)

Note: Document is cumulative. Changes to text made from previous reports are *'d in the "Changed" column and underlined.

Ordinary Income/Expense
Income
OPERATING REVENUE
4031 - Water Sales

4031.1. 2- Capital Debt Reduction Charge

4031.1 - Daily Water Sales Deposits

Total 4031 - Water Sales

Total OPERATING REVENUE

NON-OPERATING REVENUE
4445 - Grant Proceeds

1001 - CY Direct Charge Proceeds

1700 - Interest
3600 - Construction New Services
3601 - Construction - Service Upgrades

4032 - Rent

4227 - SCWA reimbursement

4040 - Miscellaneous Income

Total NON-OPERATING REVENUE

Total Income

Expense
OPERATING EXPENSES
SALARY & BENEFITS
Salary

5910 - Wages
5912 - Overtime

5916 - On-Call Pay
5918 - Extra help - Contract

Total Salary

Benefits
5500 - Flex Spending (Flex spending monies pc
5920 - Retirement
5922 - Payroll Taxes - Employer Paid

5930 - Health/Dental/Vision/AFLAC Ins.

5931 - Retiree Health

5940 - Workers Comp Insurance

$ Over
FY 2012-13 2012-13 Budget for % of Budget Notes (Underlined notes reflect changes *=Ch
Actual Budget the Year since last report) ged
238,368 230,000 8,368 103.64%
1,926,866 1,796,550 130,316 107.25%
After the 2Q, water sales are up by 17,851 units
o compared to this same period last year. At FYE, the *
2,165,234 2,026,550 138,684 106.84% District sold 24,155 more units of water than in FY
2011-12.
2,165,234 2,026,550 138,684 106.84%
In the 1Q, rec'd $1875 as final reimbursement for
1,875 0 1,875 100.0% Neeley slide administrative costs
This line item reflects direct charge refunds.
-1,198 0 -1,198 100.0%}] Techinically, these should be reimbursed from the
CIRF account.
16,882 35,000 -18,118 48.23%] Reflects interest earnings thru 4 Q
5,859 4,000 1,859 146.48%
5,123 2,000 3,123 256.17%
In the 1Q, the District agreed to waive past rent due
73.558 81.000 _7.442 90.81%] from Crystal Communications as well as future rent
' ' ' through 2012 in exchange for providing a new radio
system/radios.
Just before the 1Q, the District amended it's
Agreement with SCWA. In lieu of reimbursement,
2433 8.000 5567 30.41% SCWA will administer the District's toilet install
’ ’ ’ ’ program for customers not on sewer. Therefore,
SCWA reimbursement will be reduced to the cost of
dues - app. $2,500 for FY 2012-13.
1,742 3,000 -1,258 58.07%
106,274 133,000 -26,726 79.91%
2,271,507 2,159,550 111,957 105.18%
707,592 755,736 -48,144 93.63%
20,922 30,270 -9,348 69.12%
29,485 33,090 -3,605 89.11%
36,842 33,600 3,242 109.65%
794,840 852,696 -57,856 93.22%
165 165 100.0%
117,363 119,521 -2,158 98.19%
14,241 14,420 -179 98.76%
127,500 133,702 -6,202 95.36%] _
2,724 2,760 -36 98.7%
In the 3Q, expenses reflect pymt through the 40,
21,904 25,049 -3,145 87.44% plus pymt for FY 2011-12 Audit
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Sweetwater Springs Water District
FY 2012-13 Operating Budget Variances as of June 30, 2013 (100%)

Note: Document is cumulative. Changes to text made from previous reports are *'d in the "Changed" column and underlined.

$ Over
FY 2012-13 2012-13 Budget for % of Budget Notes (Underlined notes reflect changes *=Ch
Actual Budget the Year since last report) ged
Total Benefits 283,896 295,452 -11,556 96.09%
Total SALARY & BENEFITS 1,078,736 1,148,148 -69,412 93.95%
SERVICES & SUPPLIES
Communications
6040-I - Internet service 1,688 1,800 -112 93.76%
6040-C - Cell Phones 3,113 2,720 393 114.45%
6040-P - Pagers & Radios 469 850 -381 55.18%
6040-S - SCADA software maint. 0 0 0 0.0%
6040-T - Telephones 16,691 15,400 1,291 108.39%
Total Communications 21,961 20,770 1,191 105.73%
Insurances
6101 - Gen. Liability 20,711 28,000 -7,289 73.97%] _
6102 - Auto/Equipment 12,657 8,000 4,657 158.22%
Total Insurances 33,368 36,000 -2,632 92.69%
Maint/Rep - Office & Vehicles
6140 - Vehicle Maintenance 18,473 16,000 2,473 115.46%] In the 40, 5 trucks + the dump truck needed repairs. *
6151 - Office Maintenance 3,990 5,000 -1,010 79.81%
Total Maint/Rep - Office & Vehicles 22,464 21,000 1,464 106.97%
Maint/Repair - Facilities
In the 2Q, garbage was paid for the year. However. *
6085 - Janitorial Services 6,852 5,200 1,652 131.78% this line item was underbudgeted.
6100 - SCADA system 2,659 2,780 -121 95.63%

Underbudgeted for the year. However, total
6180 - Distribution System Repairs 38,632 45,000 -6,368 85.85%] expenses thru the 2Q include $11,358.97 that will be
reimbursed from In-House Construction in the 3Q.

Underbudgeted due to 2 unexpected 2Q expenses:
6235 - Treatment Sys/Well Repairs 41,254 40,000 1,254 103.14%] (1) flow meter repairs ($4,547) and a new chlorine cell
($5,812)

In the 1Q this line item is already overbudget because
6143 - Generator Maintenance 3,097 0 3,097 100.0%] nothing was budgeted for Generator Maintenance in
FY 2012-13 (it was later decided to do generator
maintenance annually instead of bi-annually.)

Total Maint/Repair - Facilities 92,494 92,980 -486 99.48%

Miscellaneous Expenses
6280 - Memberships 8,180 8,700 -520 94.02%

410 1,500 -1,090 27.33%
6303 - Claims

1Q expense includes water system fees, paid twice

6593 - Governmental Fees 22,874 19,500 3,374 117.3%] yearly, and annual LAFCO costs.

Total Miscellaneous Expenses 31,464 29,700 1,764 105.94%

Office Expense

13,450 16,000 -2,550 84.06%
6410 - Postage

6430 - Printing Expense 5,430 6,400 -970 84.85%
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Sweetwater Springs Water District
FY 2012-13 Operating Budget Variances as of June 30, 2013 (100%)

Note: Document is cumulative. Changes to text made from previous reports are *'d in the "Changed" column and underlined.

$ Over
FY 2012-13 2012-13 Budget for % of Budget Notes (Underlined notes reflect changes *=Ch
Actual Budget the Year since last report) ged
. . o In the 1Q, the District spent approx. $600 on new
6461 - Office Supplies 4,479 4,000 479 111.98%f meter book covers, an unbudgeted expenses.
6800 - Subscriptions/Legal Notices 636 820 -184 77.59%
The budget for this line item included purchase of a *
6890 - Computers/Software 885 1,600 -715 55.3% ‘workstation. which was pushed to FY 13-14.
6579 - Furniture 0 500 -500 0.0%
Total Office Expense 24,881 29,320 -4,439 84.86%
Operating Supplies
This line item ended up overbudgeted because one
6300 - Chemicals 9,346 17,000 -7,654 54.98%] chemical's annual purchase was pushed to FY 2013- *
14.
) 3,439 5,000 -1,561 68.78%
6880 - Tools and Equipment
6881 - Safety Equipment 404 1,500 -1,096 26.93%
Total Operating Supplies 13,189 23,500 -10,311 56.13%
Professional Services
6083 - Laundry Service 3,225 3,400 -175 94.86%
6514 - Lab/Testing Fees 10,776 13,000 -2,224 82.89%
6570 - Consultant Fees 1,953 1,300 653 150.26%] This line item was underbudgeted.
6590 - Engineering 0 4,000 -4,000 0.0%
6610 - Legal 27,640 20,000 7,640 138.2%] This line item was underbudgeted.
1Q expenses include a $4,500 payment for annual
6630 - Audit/Accounting 29,352 27,500 1,852 106.73%] audit services
This line item was underbudgeted.
Total Professional Services 72,947 69,200 3,747 105.42%
Rents & Leases
6820 - Equipment 1,345 3,400 -2,055 39.55%
6840 - Building & Warehouse 27,000 27,000 0 100.0%] 1Q Bldg. rent paid thru October.
Total Rents & Leases 28,345 30,400 -2,055 93.24%
Transportation & Travel
7120 - Seminars & related travel 1,347 4,000 -2,653 33.66%
7201 - Vehicle Gas 26,801 26,500 301 101.14%
7300 - Travel Reimbursements 5,846 6,400 -554 91.34%
Total Transportation & Travel 33,993 36,900 -2,907 92.12%
Uniforms
6021.1 - Boots 1,185 1,500 -315 79.01%
6021.3 - T-shirts 504 1,200 -696 41.97%] T-shirts are purchased once yearly
6021.4 - Jackets 385 360 25 106.82%
Total Uniforms 2,073 3,060 -987 67.76%
Utilities
7320 - Electricity 97,781 90,000 7,781 108.65%] _
7321 - Propane 3,288 3,100 188 106.07%
Total Utilities 101,069 93,100 7,969 108.56%
Total SERVICES & SUPPLIES 478,248 485,930 -7,682 98.42%
Total OPERATING EXPENSES 1,556,984 1,634,078 -77,094 95.28%
FIXED ASSET EXPENDITURES
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FY 2012-13 Operating Budget Variances as of June 30, 2013 (100%)

Note: Document is cumulative. Changes to text made from previous reports are *'d in the "Changed" column and underlined.

$ Over
FY 2012-13 2012-13 Budget for % of Budget Notes (Underlined notes reflect changes *=Ch
Actual Budget the Year since last report) ged

In the 1Q, $2,275 was paid for unbudgeted tree

removal. This line item budget included replacement
8511.1 - Tank/Facilities Sites 11,702 15,000 -3,298 78.02%] of the MRTP chlorination system. That was pushed *
to the FY 13-14 budget. FY 12-13 site maintenance
consisted entirely of tree removal.

8517 - Field/office equipment 4,136 5,000 -864 82.71%
8573 - Vehicles 0 0 0 0.0%
Total FIXED ASSET EXPENDITURES 15,838 20,000 -4,162 79.19%
Total Expense 1,572,822 1,654,078 -81,256 95.09%
Net Ordinary Income 698,685 505,472 193,213 138.22%
Other Income/Expense
Other Expense
TRANSFERS TO OTHER FUNDS
CDR charges collected in FY 2012-13 totalled
8620.7 - Tfers to CIRF for CDR Revenue 0 230,000 -230,000 0.0%| $238.368. This amount will be transferred to CIRFin =~ %
July, 2013.
220,000 220,000 0 100.0%
8620.3 - Tfers to CIRF
8620.5 - Tfers to Building Fund 15,000 15,000 0 100.0%
8620.2 - Tfers to In-House Constr 25,000 25,000 0 100.0%
Total TRANSFERS TO OTHER FUNDS 260,000 490,000 -230,000 53.06%
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FY 12-13

Difference

Table 3. FUND AND LOAN BALANCES (3Q) Actual 4Q 12-13 Budget Actual-FY12 Comments
DISTRICT RESERVES AND FUND AND LOAN BALANCES
District Policy Reserves
Operating Balance 200,000 200,000 -
Budget Reserve (10% of Operating Exp) 163,708 163,708 -
Economic Reserve (15% of Operating Exp) 245,562 245,562 -
Debt Repayment Reserve (25% of Debt pmt) 272,829 272,829 -
Capital Reserve 250,000 250,000 -
Total District Policy 1,132,099 1,132,099 -
TOTAL Reserves EOY/4Q 3,486,428 3,018,140 468,288
Difference between Total
Reserves Above (below) Policy 2,354,329 1,886,041 468,288 |and Policy Reserves
DISTRICT FUNDS
FY 13 Budget reflects
2014 CIP encumbrance,
CIRF 2,212,431 1,463,507 748,923 [CD
OPERATING RESERVE 396,970 409,270 (12,300)
OPERATIONS 628,071 200,000 428,071 |Will be balanced EOY
CD ended in early
October, funds moved to
CD - 696,756 (696,756)|CIRF
IN HOUSE CONSTRUCTION 113,106 102,757 10,349
BUILDING 135,850 145,850 (10,000)
Difference 1s Budgeted
Total Funds Available 3,486,428 3,018,140 468,288 |FY 2014 CIP






County Balances FY 2012-13

(from "Trial Balance by Project” Report (FAMIS 017))

Beginning balances per FAMIS:
(Note: Warrants requested in FP 12 for last fiscal year are not subtracted from GL101 until FP 1 of the next year. They are instead recorded as "Vendors Payable")
$246,433.92 : $120,850.00 ;| $396,970.00 : $3,794.28 $112,980.07 $0.00 $3,143,483.47 ; $1,411.07 i $24,750.00 $1,932.94 : $146,619.86 $0.00 $4,199,225.61
(Restricted) (Restricted) (Restricted) (Restricted) | (Restricted) | (Restricted) | (Restricted) | (Restricted) (Restricted)
Capital State Loan Private
Spat N opemans | ougrna | resenes TSR rhos e o | SHLN | i | SIE Senion e
NAME| Cred U
INDEX 776013 776021 776039 776203 776211 776302 776401 776500 776518 776609 776617 776708
PROJECT] 001 002 003 200 210 300 400 500 510 600 610 700
FP1-Jul 664,620.62| $246,433.92 ;| $120,850.00 | $396,970.00 i $3,794.28 $112,647.70 $0.00 $3,003,948.42 | $1,411.07 i $24,750.00 $1,932.94 i $146,619.86 $0.00 $4,059,358.19
FP2-Aug| 664,620.62| $241,761.12 : $120,850.00 : $396,970.00 : $229,311.60 : $111,363.01 $0.00 $2,158,300.66 : $24,961.07 : $24,750.00 : $148,552.94 : $146,619.86 $0.00 $3,603,440.26
FP3-Sept 672,925.48| $292,161.12 ; $120,850.00  $396,970.00 ; $229,311.60 ; $109,246.26 $0.00 $2,130,935.38 i $13,184.10 ; $24,750.00 : $75,243.93 ; $146,619.86 $0.00 $3,539,272.25
FP4-Oct 0.00] $363,982.91 i $120,850.00 i $396,970.00 ; $229,311.60 ; $109,246.26 $0.00 $2,755,127.84 | $13,184.10 { $24,750.00 ; $75,243.93 | $146,619.86 $0.00 $4,235,286.50
EP5-Nov 0.00] $441,982.91 : $120,850.00 ; $396,970.00 ;: $229,311.60 : $109,086.26 $0.00 $2,699,304.97 : $13,184.10 : $24,750.00 : $75,243.93 : $146,619.86 $0.00 $4,257,303.63
FP6-Dec 0.00] $541,982.91 : $120,850.00 : $396,970.00 ;: $229,311.60 : $106,337.46 $0.00 $3,042,758.07 : $13,184.10 ;: $24,750.00 : $75,243.93 : $146,619.86 $0.00 $4,698,007.93
EP7-Jan 0.00] $568,894.96 : $120,850.00 i $396,970.00 i $229,311.60 i $106,337.46 $0.00 $2,895,947.63 i $13,184.10 i $24,750.00 i $75,243.93 : $146,619.86 $0.00 $4,578,109.54
FP8-Feb 0.00] $633,894.96 : $120,850.00 i $396,970.00: $6,916.42 $93,677.34 $0.00 $2,840,602.32 i $13,184.10 i $24,750.00 i $75,243.93 : $146,619.86 $0.00 $4,352,708.93
EP9-Mar 0.00] $630,810.96 } $120,850.00 i $396,970.00; $6,916.42 $91,203.08 $0.00 $2,648,471.14 | $1,407.13 i $24,750.00 $1,934.92 : $146,619.86 $0.00 $4,069,933.51
FP10-Apr 0.00] $473,071.12 : $135,850.00 ; $396,970.00 : $6,916.42 $114,535.86 $0.00 $3,126,643.12 ; $1,407.13 i $24,750.00 $1,934.92 : $146,619.86 $0.00 $4,428,698.43
FP11-May 0.00] $553,071.12 : $135,850.00 : $396,970.00 ;: $689,303.42 i $114,414.62 $0.00 $2,197,988.49 i $24,957.13 i $24,750.00 : $148,554.92 : $146,619.86 $0.00 $4,432,479.56
FP12-Jun 0.00] $628,071.12 : $135,850.00 : $396,970.00 ;: $689,303.42 : $113,106.20 $0.00 $2,212,430.56 : $24,957.13 : $24,750.00 : $148,554.92 : $146,619.86 $0.00 $4,520,613.21
(F::NPAT_S; $0.00
Balance does not
reflect June $0.00
construction checks
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SWEETWATER SPRINGS WATER DISTRICT

TO: Board of Directors AGENDA NO. V-D

FROM: Steve Mack, General Manager

Meeting Date: August 1, 2013

Subject: INTRODUCTION OF ORDINANCE 48 REVISING SECTION 3700
AND SECTION 1020 OF DISTRICT POLICIES AND PROCEDURES

RECOMMENDED ACTION: Introduce Ordinance 48 which revises Section 3700
and Section 1020 of the District’s Policies and Procedures.

FISCAL IMPACT: None.

DISCUSSION:

The annual audits of the past few years have pointed out that the District does not
follow its purchasing policy as stated in Policy Number 3700. Review of the policy has
shown that it has inconsistent direction as well as practices that are no longer followed.
In the process of trying to fix the existing policy, District Legal Counsel, David Warner,
suggested modeling a revised purchasing policy on that of the City of Healdsburg and
that is what we have done. We believe this revised policy incorporates the important
elements of the existing policy — it changes no purchasing limits — and is much more
straightforward and easy to follow.

The changes to Policy Number 1020, Conflict of Interest are necessary because the
County of Sonoma has changed its procedures which allows it to delegate some
responsibility for filing statements of economic interests to municipalities and special
districts. These changes are small and should have little impact on District operations.

Staff recommend introduction of Ordinance 48 which is attached as Exhibit A. If introduced
at this meeting and adopted at the September 5, 2013, meeting, Ordinance 48 will become
effective 30 days after the September 5 meeting.





ORDINANCE NO. 48

AN ORDINANCE OF SWEETWATER SPRINGS WATER DISTRICT REPLACING
SECTION 3700 AND SECTION 1020 oF THE DISTRICT’'S POLICIES AND
PROCEDURES

WHEREAS, Section 3700 of the Sweetwater Springs Water District’s Policies and
Procedures contains important policies regarding District purchasing, bidding and sales
practices, and,;

WHEREAS, Section 1020 of the Sweetwater Springs Water District’s Policies and
Procedures contains important policies regarding District conflict of interest policies, and;

WHEREAS, District staff, legal counsel and the Board of Directors have reviewed and
discussed revisions to Section 3700 and Section 1020; and

WHEREAS, the purpose of reviewing Section 3700 was to update the Policies to reflect
current practices, improve wording and consistency, and make it easier to follow; and

WHEREAS, the purpose of reviewing Section 1020 was to update the Policies to reflect
current County of Sonoma requirements which have been recently changed; and

WHEREAS, Exhibit A attached is a clean, final version of Section 3700 and Section 1020.

NOW THEREFORE BE IT ORDAINED by the Board of Directors of the Sweetwater Springs
Water District, County of Sonoma, as follows:

Section 1. Section 3700 and Section 1020 of the District's Policies and Procedures are
hereby replaced with a new Section 3700 and Section 1020, a copy of which is attached as
Exhibit A.

Section 2. If any section, subsection, sentence, clause or phrase of this Ordinance is for
any reason held by a court of competent jurisdiction to be invalid or unconstitutional, such
decision shall not affect the validity of the remaining portions of the Ordinance. The Board
hereby declares that it would have passed this Ordinance and each section, subsection,
sentence, clause and phrase thereof irrespective of the fact that one or more sections,
subsections, sentences, clauses or phrases may be held invalid or unconstitutional.

Section 3. Effective Date. This ordinance shall become effective thirty (30) days after the
date of its adoption by the Board of Directors.
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This Ordinance was introduced on August 1, 2013, on roll call by the following vote:

Tim Lipinski
Gaylord Schaap:
Victoria Wikle:
Richard Holmer:
Sukey Robb-Wilder:

Richard Holmer
President of the Board
ATTEST:

Julie A. Kenny
Clerk of the Board





Attachment A. Ordinance 48, Policies and Procedures Sections
3700 and 1020

SWEETWATER SPRINGS WATER DISTRICT

Policy Title:  Bidding, Purchasing, Sales, and Transfers
Policy Number: 3700

Date Approved: February 9, 1993

Date Revised: September 5, 2002

Date Revised: September 5, 2013

Sections:

3700.10 Purpose of purchasing policies and procedures.
3700.20 Definitions.

3700.30 Purchasing officer designated and duties established.
3700.40 Procedures for purchases of less than $25,000.
3700.50 Procedures for purchases of more than $25,000 — Formal sealed bids.
3700.60 Purchasing award.

3700.70 Purchasing award — Factors to be considered.
3700.80 Exceptions to this section.

3700.90 Splitting orders prohibited.

3700.100 Prevailing wages.

3700.110 Inspection and testing of purchases.

3700.120 Surplus supplies and equipment.

3700.130 Surplus real property.

3700.140 Purchase of Real Property - Eminent Domain.

3700. 10 Purpose of purchasing policies and procedures.

The purpose of this section is to (A) establish efficient and effective processes for the
purchase or lease of services, supplies, materials and equipment at the lowest feasible
cost commensurate with the level of quality required; (B) exercise financial control and
accountability over purchases; and (C) clearly define authority for the purchasing
function. In adopting the ordinance codified in this section, it is the intent of the District to
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responsibly manage public funds and provide responsibility for, and consistency in,
implementing purchasing policies and procedures.

3700.20 Definitions.
As used in this section, the following terms shall have the meanings described below:

A. “District” means the Sweetwater Springs Water District, including the political entity
and its geographical boundaries.

B. “Excluded goods or services” means goods or services (as described below) in
which any District official or District employee has a financial interest.

C. “Goods or services” means services, supplies, materials and equipment that are the
subiject of this section.

D. “Purchasing officer” means the District General Manager or designee of the District
General Manager.

E. “This section” means Section 3700
3700.30 Purchasing officer designated and duties established.
A. The District General Manager is designated as purchasing officer for the District.

B. The District General Manager may delegate all or a portion of the duties of
purchasing officer to any District staff member. The purchasing officer shall have the
authority to:

3700.31. Purchase, or contract for the sale or lease of, goods or services required by
the District in accordance with purchasing procedures established in this section and
other applicable law;

3700.32. Negotiate and recommend execution of contracts for purchase or lease of
goods or services in accordance with purchasing procedures established in this section
and other applicable law;

3700.33. Act to procure for the District the necessary quality in goods or services in
accordance with the provisions of this section and other applicable law;

3700.34. Prepare and recommend to the District Board amendments to the purchasing
rules;

3700.35. Establish and maintain such forms as reasonably necessary to the
purchasing function and maintain other records necessary for the efficient acquisition of
goods or services;

3700.36. Supervise the inspection of all goods or services purchased or leased by the
District to ensure conformance with specifications;
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3700.37. Recommend and oversee the sale or disposal of all goods or services which
cannot be used by the District, or which have become unsuitable for District use;

C. Purchase agreements up to an amount of $25,000 may be authorized and executed
by the purchasing officer. Purchase agreements of $25,000 or more shall be authorized
by the District Board.

3700.40 Procedures for purchases of less than $25,000.

A. For purchases of goods or services of less than $25,000, or that are not subject to
other laws and/or procedures, the purchasing officer shall use the following procedures:

3700.41. For purchases of goods or services having an estimated value of $1,000 or
less, informal quotes may be obtained from vendors but are not required.

3700.42. For purchases of goods or services having an estimated value of more than
$1,000, but less than $25,000, firm quotes either received in writing or taken verbally but
confirmed in writing shall be obtained. At the discretion of the purchasing officer, the
competitive bid process described in 3700.50 may be used for the acquisition of goods
or services having an estimated value of more than $1,000, but less than $25,000.

3700.50 Procedures for purchases of more than $25,000 — Formal sealed bids.

When the estimated amount of value involved in a purchase transaction exceeds
$25,000, the authorization to award a purchase contract shall be made by District Board
resolution following a sealed competitive bid process as outlined below:

3700.51. A notice inviting bids shall be prepared and shall include a general
description of the goods or services to be purchased or sold, where bid instructions and
specifications may be obtained, the time and place for bid openings, and whether a bid
deposit or bond, or other security, such as performance, payment or maintenance
bonds, will be required.

3700.52. A notice inviting bids shall be advertised at least twice in a newspaper of
general circulation in the District with the first publication being at least 10 days prior to
the opening of bids.

3700.53. When required by law or deemed appropriate by the purchasing officer, and if
included in bid instructions, bidders may be required to submit a bid deposit or bond in
an amount determined by the purchasing officer. Bidders shall be entitled to return of bid
security, except that a successful bidder (and a successful bidder’s surety, if a bid bond
is required) shall be liable for any damages suffered or incurred by the District upon
refusal or failure to execute a contract within 10 days after the notice of award of
contract has been mailed, unless the District is responsible for the delay.

3700.55. The District Board may, on refusal or failure of the successful bidder to
execute the contract, award it to the next lowest responsible bidder. If the District Board
awards the contract to the next lowest bidder following a forfeit of the bid security by the
lowest bidder, the amount of the lowest bidder’s bid security shall be applied by the
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District to the difference between the low bid and the second lowest bid; the surplus, if
any, shall then be returned to the lowest bidder.

3700.56. When deemed appropriate by the purchasing officer, and if included in bid
instructions, any person or entity entering into a contract with the District may be
required to furnish a faithful performance deposit or bond in an amount determined by
the purchasing officer.

3700.57. Sealed bids shall be submitted to the purchasing officer and shall be
identified as bids on the envelope. Bids shall be opened in public at the time and place
stated in the public notices. A tabulation of all bids received shall be open for public
inspection during regular business hours for a period of not less than 30 calendar days
after the bid opening.

3700.58. Inits sole discretion, the District Board may reject all bids presented and
readvertise for bids.

3700.60 Purchasing award.

In awarding a contract for goods or services that is subject to this section, the following
procedures and policies shall be applied:

A. Except as may otherwise be provided in this section, contracts that are subject to
this section shall be awarded to a responsible bidder who submits the lowest responsive
bid.

B. If two or more bids received from responsible bidders are for the same total amount
or unit price, quality and service being equal the purchasing officer or District Board
(depending on who will make the award) may accept the lowest bid made by negotiation
with the tie bidders.

3700.70 Purchasing award — Factors to be considered.

A. In determining bid responsiveness, the purchasing officer or District Board
(depending on who will make the award) shall consider whether the bid documents are
completed as required and the bid generally conforms to the bidding requirements. The
purchasing officer or District Board may waive any bid nonconformities in accordance
with applicable law. Any conditions or qualifications included by a bidder in a bid will be
considered when determining whether a bid is responsive.

B. Inits discretion, the purchasing officer or District Board (depending on who will
make the award) may use any of the following criteria in evaluating the responsibility of
bidders:

3700.71. The ability, capacity and skill of the bidder to perform the contract or provide
the service required.

3700.72. The ability of the bidder to perform the contract or provide the service
promptly, or within the time specified, without delay or interference.
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3700.73. The reputation and experience of the bidder, including the District's previous
experience with the bidder.

3700.74. Prior and current compliance by the bidder with applicable law, including,
without limitation, compliance with any applicable licensing requirements.

3700.75. The sufficiency of the bidder’s financial and staffing resources for performing
the contract or providing the goods or services.

3700.76. The quality, availability and adaptability of the supplies or contractual
services to the particular use required.

3700.77. The ability and availability of the bidder to provide future
maintenance/service.

3700.78. Any conditions or exceptions attached to the bid by the bidder.
3700.80 Exceptions to this section.

A. The following conditions constitute sufficient cause to dispense with the bidding
requirements of this section and such requirements shall not apply to:

3700.81. Contracts for professional or expert services, such as, but not limited to,
services rendered by architects, attorneys, engineers, and other specialized consultants.

3700.82. Goods or services which can be provided by only one supplier or only from
one source due to a patent or copyright.

3700.83. Contracts for advertising, ordinary travel expense items, and subscriptions to
trade publications or other publications used by the District for a public purpose.

3700.84. Situations where no bids have been received following bid announcements or
all bids received exceed budget appropriations or costs estimates.

3700.85. Emergency conditions which involve a sudden, unexpected occurrence or
discovery of a condition or circumstance that poses a clear and imminent danger
requiring immediate action and that compels placing an order with the most expedient
source of supply.

3700.86. Contracts for janitorial services for District buildings and facilities.

3700.87. Products or services for which other public agencies have gone through a
competitive bidding process and are able to have the bid prices they received extended
to the District. These “cooperative purchasing” or “piggyback purchasing” agreements
(including, but not limited to, CCOP State Department of General Services, U.S. General
Services Administration, any county, and state cooperative purchasing pools) in which
the District is eligible to participate may be used in lieu of any bidding requirements
under this section.
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3700.88. When the estimated value of the goods or services is less than $1,000.

3700.89. When the District Board specifically waives the competitive bid process and
authorizes staff to negotiate the purchase.

B. This section is expressly made inapplicable to bids for public projects as defined by
the state of California in the Public Contracts Code, Section 20160, et seq.

3700.90 Splitting orders prohibited.

It is unlawful to split or separate into smaller orders the purchase of goods or services for
the purpose of evading the competitive bidding provisions of this section. For goods or
services which are purchased repeatedly throughout a year, the bidding procedures
used shall be consistent with the estimated cumulative expenditures during a 12-month
period.

3700.100 Prevailing wages.

Potential bidders for goods and services that are subject to the requirements of the
California Prevailing Wage Law (California Labor Code Section 1720, et seq.) shall be
notified of the applicability of prevailing wage requirements in the bid documents and
shall comply therewith.

3700.110 Inspection and testing of purchases.

The purchasing officer is authorized to order the inspection of supplies and equipment
delivered and services performed to determine their conformance with the specifications
set forth in the order or contract. The purchasing officer shall have authority to require
chemical and physical tests of samples submitted with bids and samples of deliveries
which are necessary to determine their quality and conformance with specifications.

3700.120 Surplus supplies and equipment.

At such times as determined by the purchasing officer, reports shall be prepared
showing all supplies and equipment which are no longer used or which have become
obsolete or worn out. The purchasing officer shall have the authority to sell, trade or
exchange all supplies and equipment. All surplus property valued at more than
$10,000.00 requires a District Board resolution declaring it surplus. Upon declaration of
an asset as surplus, the District General Manager shall have the authority to dispose of
supplies and equipment in whatever manner shall best serve the interests of the District.

3700.130 Surplus Real Property Belonging to District.

Surplus real property belonging to the District shall be disposed of, sold or transferred
only as the Board of Directors may prescribe, but unless otherwise prescribed in any
case, the following procedures therefore shall be followed:
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3700.131. A notice shall be given by the Clerk of the Board stating that the District
proposes to sell certain described property and stating the time and place when sealed
bids will be received thereon.

3700.132. The Board of Directors shall fix the time and place for the receipt of such
bids and shall instruct the Clerk of the Board with respect thereto.

3700.133. Such notice calling for sealed bids shall be published at least once in a
newspaper of general circulation printed, published and circulate within the District or
County of Sonoma, State of California, at least ten days prior to the date fixed for the
receipt and opening of such bids.

3700.134. Upon the receipt of such bids and at the time and place fixed therefore,
the same shall be publicly opened and declared by the Board of Directors and the
property sold to the highest bidder therefore, provided, however, that the Board may
reject all bids and retain the property or determine that bids shall again be called for.

3700.135. Nothing herein set forth shall apply to any easement, license or lease of
land for a term of fifty (50) years of less; provided that such easement, license or lease
and all use thereunder shall be subordinate to use of such land by the District for the
major purposes of the District.

3700.140 Purchase of Real Property - Eminent Domain.

If and whenever the Board of Directors shall determine that the District requires and
should purchase real property, or any interest therein, it shall do so without any call for
bids and in such manner as may be specified in each instance. In the event the Board
shall so determine, it may in any instance proceed with eminent domain proceedings.
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1020 Conflict of Interest

Date Approved:
Date Revised: October 7, 2004
Date Revised: September 5, 2013

1020.10 The Political Reform Act, Government Code Section 81000 et
seq., requires state and local government agencies to adopt and promulgate conflict of
interest codes. The Fair Political Practices Commission has adopted a regulation, 2 Cal.
Code of Regs. Section 18730, which contains the terms of a standard conflict of interest
code. It can be incorporated by reference and may be amended by the Fair Political
Practices Commission after public notice and hearings to conform to amendments in the
Political Reform Act. Therefore, the terms of 2 Cal. Code of Regs. Section 18730 and
any amendments to it duly adopted by the Fair Political Practices commission are
hereby incorporated by reference and, along with the attached Appendix "A" in which
members of the Board of Directors and employees are designated, and in which
disclosure categories are set forth, constitute the conflict of interest code of the
SWEETWATER SPRINGS WATER DISTRICT.

1020.20 Board Members and the General Manager shall file statements of
economic interests with the clerk of the County of Sonoma. All other designated
employees shall file statements with the Clerk of the Board for the Sweetwater Springs
Water District.
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SWEETWATER SPRINGS WATER DISTRICT

TO: Board of Directors AGENDA NO. V-E

FROM: Steve Mack, General Manager

MEETING DATE: August 1, 2013

Subject: DISCUSSION/ACTION RE ESTABLISHING AN AGENDA
EMAIL LIST

RECOMMENDED ACTION: Discuss procedures for establishing an agenda
email.

FISCAL IMPACT: none expected.
DISCUSSION:

At the July meeting the Board approved Director Schaap’s request that the
District e-mail Board Agendas and possibly packets to interested parties. |
have discussed the concept with staff — maintaining such an e-mail list is
feasible. However staff recommends that requests to be placed on an e-
mail list only be valid for the calendar year. Below are David Warner’s
comments:

Section 54954.1 of the Government Code allows any person to request a
copy of the agenda and the agenda packet to be mailed to them upon the
earlier of the time the (1) agenda is posted or (2) packet is distributed to a
majority of the board members. Any request is valid only for the calendar
year in which it is filed and must be renewed following January 1 of each
year. The Board can establish a fee for mailing the agenda packet. If the
parties agree to use email instead of regular mail | think that meets the
intent of the statute as does sending a link to the agenda packet rather
than emailing the whole packet (if the requestor is okay with that). The
Board can establish more permissive rules but not more restrictive ones.

Staff can implement the Board’s general suggestion to develop an e-mail
list for the Agenda. This item has been placed on the Agenda should the
Board have more specific direction for staff.
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SWEETWATER SPRINGS WATER DISTRICT

TO: Board of Directors AGENDA NO. VI

FROM: Steve Mack, General Manager

Meeting Date: August 1, 2013

Subject: GENERAL MANAGER’S REPORT

RECOMMENDED ACTION: Receive report from the General Manager.
FISCAL IMPACT: None

DISCUSSION:

1. Laboratory Testing: Water quality tests confirm that all SSWD water meets all known
State and Federal water quality standards.

2. Water Production and Sales: Water sales in June was 25,890 units (59.4 AF, Monte Rio
cycle) and production was 86.0 AF. Compared to one year ago, sales was lower and
production was very similar (52.5 AF and 85.9 AF, respectively). The annual average
difference between sales and production decreased compared to the prior month to
25.2%. Figure 1 this month shows the 12 month moving averages since September 2006
for the separate Guerneville and Monte Rio systems. Of interest is the big difference
between percent water lost for the two systems — Guerneville is at approximately 28%
and Monte Rio has had a steady decline to approximately 16%. Some of that can be
attributed to recent capital projects but the change is showing in Monte Rio but not in
Guerneville.

3. Leaks: In June we had 16 total leaks and spent 79 man-hours on them. Those are more
leaks and man-hours compared to the prior month and fewer leaks and hours than June
one year ago (20 leaks, 81.5 man-hours). Figure 2 shows service and main leaks
separately with a total breaks line as well, and is showing a continual decline in both.

4. Flow at Hacienda Bridge: The June rain helped the hydrograph and flow at Hacienda is
showing to be similar to the 2009 dry year since that rain event. Figure 3 shows the blip in
flow from the recent rain but also shows that flow prior to the rain had been well below the
long-term average and the flow at the same time in the 2009 drought year.

5. 2014 CIP: The contractor, Piazza Construction is scheduled to start construction on the
Hidden Valley element on August 5. | intend to attend the July 27 Guernewood Park
Neighborhood Association meeting to discuss the upcoming project and information will be
delivered to affected residents prior to start of construction.

6. Toilet Rebate/Direct Install Program: No toilet rebates were approved in July. The
Direct Install Program numbers are the same as last month: the most current accounting is
17 customers have had 27 direct install toilet installations completed, 13 customers with 17
toilets have been approved for installation and 21 customers with 37 toilets are on a wait
list.
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7. In-House Construction Projects: There were four in-house projects reported for July.
Staff replaced 155 feet of 2 inch galvanized water line with 2 inch HDPE with 3 new valves
and one flushout on Orchard Avenue at River Lane(118 hours), replaced 2 services on Rio
Nido Road (48.5 hours), installed a new gate post and straightened a short section of fence
on Middle Terrace in Monte Rio (10 hours), and installed a 20 foot section of galvanized
and one gate value on Redwood at Crescent in Monte Rio (26.5 hours).

8. Gantt Chart: August in the Gantt Chart shows that 2014 CIP construction will start in
August — that is scheduled to happen on August 5 and last into November.

9. Vacations: | will be on vacation from August 9 through August 16.

Figure 1. Monte Rio and Guerneville Sales and Production 12 Month
Moving Averages, SSWD Since March 2010
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Figure 2. Sweetwater Springs Water District Main and Service Pipeline Breaks
Moving Annual Average Since September 2006
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Figure 3. Russian River Summer Flow at Hacienda Bridge, 2013 Compared to Earlier Years
and the 2000-2008 Average, Updated July 24, 2013
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|Table 4. Sweetwater Springs WD Calendar Gantt Chart | Dec-12| Jan-13 | Feb-13| Mar-13| Apr-13 | May-13| Jun-13 | Jul-13 [ Aug-13 | Sep-13| Oct-13 | Nov-13| Dec-13| Jan-14 | Feb-14| Mar-14 | Apr-14 | May-14{ Jun-14 | Jul-14 [FY 15+
Board Action
Current Month
|
By Activity
Action Item/Milestone Projected
Completion
V4
Milestone
Date
Crystal Communications Lease -
2013-14 Budget Preparation
e Capital Improvement Program

on
e Staff Budget Preparation Begins

¢ Ad Hoc Budget Committee Reviews
Draft Budaet
e Draft Budget to Board for
Discussion/Action
e __Approve Budget
2014-15 Budget Preparation
e Capital Improvement Program

I on
e Staff Budget Preparation Begins

e Ad Hoc Budget Committee Reviews
Draft Budaet

e Draft Budget to Board for
Discussion/Action

e __Approve Budget -
M- PI’OLIJ(;(L:;:te/FQeview District CIP - -
« 2014 CIP Design -
« 2014 CIP Award of Contract e
e 2014 CIP Construction Starts -
e 2015 CIP Design
« 2015 CIP Award of Contract -
e 2015 CIP Construction Starts
Urban Water Management Plan Dec-15

Water Rights SCWA Protest| -

Building Lease
e lLease Ends July-16
Policies and Procedures
e Other Policy
¢ Overall Review

Board and General Manager Annual Review -

i
1B
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