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Exhibit 3 PL - Eng 002

Sacramento Suburban Water District

Public Works Contracting Policy

Adopted: December 20, 2004
Revised: December 15, 2008

Introduction

Under sections 31005 and 31049 of the California Water Code, County Water Districts may
contract for the construction of public works projects. Under these provisions, the Sacramento
Suburban Water District has broad discretion to contract for the construction of public works.
The Board of Directors desires to provide its ratepayers the best value for the revenues spent on
public works projects within the District. In determining best value, District will develop
procedures that will include the following, as appropriate: -

Contractor Qualifications

Quality of Service

Quality of Product

Schedule

Acceptable Contract Terms

Contractor’s Reputation, History, and/or Performance on Similar Projects
District Costs of Contract Management

The Board of Directors wishes to maintain flexibility for staff to contract District public works
projects. Also, the Board desires to treat contractors working for the District in a fair and
equitable manner, to ensure that the ratepayers procure the highest quality projects for the lowest
possible cost and with the least likelihood of contractor claims or bid protests. Methods of
awarding contracts to perform public works projects shall be open and defensible to the District’s

ratepayers.  Procedures developed for this policy will ensure proper District/contractor
relationships.

Depending on the circumstances driving the need for a public works project, District staff may
use a variety of methods to contract for that project. These methods may include, but are not
limited to, the following:

Design/Build Contracting

Emergency Contracting

Force Account Contracting

Open Bid Contracting '

Pre-Qualification Bid Contracting

Request for Qualifications and Expression of Interest and/or Request for Proposal

Public Works Contracting Policy Page 1 of 2
Revised: December 15, 2008 ‘



¢ Sole Source Contracting
e Solicitation of Price Quotes

The General Manager has the discretion to authorize staff to choose the appropriate contracting

- method, taking into consideration the project’s requirements, available funds, effects on
ratepayers, impacts on District operations, and applicable legal and regulatory requirements.
Staff will document the reasons for choosing a particular contracting method and when
appropriate, report them to the Board.

1.0 Purpose

The primary purpose of this policy is to provide the District’s ratepayers the best value
for public works contracts let by the District. Staff will utilize the method of contracting
that best meets the District’s needs. Whenever appropriate, the District will utilize
generally accepted methods to acquire competitive pricing to achieve this objective.
Specific procedures for obtaining competitive pricing from competing contractors will be
developed by District staff and used as appropriate.

2.0 - Authority

The General Manager is designated as the District’s contracting officer with the authority
to award and execute contracts binding the District to the construction of public works
projects. Board approval of contracts is required when contract amounts exceed the
purchasing authority of the General Manager as specified in the District Procurement
Policy or the annual approval of the Capital Improvement Program (CIP) budget. The
General Manager will have the authority to appoint one or more designees to act on
his/her behalf, as required, subject to this policy and to the establishment of proper
procedures and controls governing such designees’ authority. The Board, at its
discretion, may direct the manner in which a particular public works contract is selected
and/or awarded. The Board may delegate actions under this policy to a Board committee. .

3.0 Procedure

District staff will develop procedures for each method of contracting, to be approved by
the General Manager, and in conformance with this policy. Procedures will be reported
to the Board of Directors at a public meeting. '

40  Incorporation of Sustainability Policy

Whenever prudent and permitted by law, staff will incorporate the applicable principles
of the District’s Sustainability Policy into the bid procedures and the projects constructed
in accordance with this Public Works Contracting Policy.

5.0  Policy Review

This Policy will be reviewed at least biennially.

Public Works Contracting Policy Page 2 of 2
Revised: December 15, 2008
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2: Description of Existing Water System

Water System Master Plan

Tables 2-1 and 2-2 summarize the capacity and characteristics of the active and inactive wells in the District.
The term “active” is used to refer to wells that are fully operational and used for water supply within the

District.

Wells throughout the District are generally between 200 and 1,300 feet deep and draw water primarily from
the Mehrten formation. The older, shallower wells typically produce up to 1,000 gpm. Some of the newer
wells produce over 2,500 gpm.

Table 2-1. North Service Area Wells

Well no. Well name Capacity®, gpm Well characteristics® SCADA sites Status
15 San Martin / Bolivar NA Hydropneumatic tank Abandoned
16 Georgia / Canary NA Hydropneumatic tank Abandoned
27 Melrose / Channing 680 Hydropneumatic tank Active
A Watt / Elkhom 1,600 Stationary generator Active
34 ta Cienege / Melrose 410 Hydropneumatic tank Active
39 Thomas / Etkhom 600 Stationary generator Aclive
4 Gilman / SMUD Station NA - Abandoned
56A Faitbaim / Kar 2,400 C,{g"’g;;:ﬁ;“:;“;::; or | ¥ Active
57 Larchmont / Watt NA Hydropnaumatic tank Abandoned
58 Thirty Second / Elkhom 650 Hydropneumatic tank X Active
59 Bainbridge/Holmes School NA - Abandoned
§9A - Bainbridge / Holmes Schoa! | 2,950 VFD, stationary generator Active
64 Galbrath / Antelope Woods | 675 Hydropneumatic tank Active
MC10 McClellan Business Park 675 In vault Active
MGC1 | Capehart 450 3212%‘2“31"3223&?"’ Active
MGC2 | Capehart 400 Eé‘t"g‘;“;‘;‘:gggk Active
MC-C3 Capehart 650 - Active
N1 Evergreen 880 Hydropneumatic tank Active
N3 Engle 925 Eg:;‘gl’;‘;‘;‘l’:g;;f“k X Active
N5 Hillsdale 850 VFD, portable generator | x Active
N6 Palm 1,040 ~ Active
N7 Rosebud 1,300 - X Active
N8 Field 1,200 - Active
N9 Cameron 1,300 Hydropneumatic tank X Active
N10 Walnut 1,300 VFD, stationary generator { x Active
N11 Diablo NA Hydropneumatic tank Abandoned
N12 St Johns 1,350 - X Active
N13 Madison NA - Abandoned
N14 Orange Grove 1,200 Portable generator Active
N15 Cabana 1,000 ggg;%‘l’:;‘:;‘;"a"tgf"k x Active
N17 Oakdale 1,100 Hydropnaumatic tank Active
N18 McCloud NA Hydropneumatic tank Abandoned

2-7
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2: Description of Exisling Water System

Water System Master Plan

Table 2-1. North Service Area Wells

Well no. Well name Capacitys, gpm Well characteristics® SCADA sites Status
N19 Larchmaont NA Hydrapneumatic tank Abandoned
N20 Cypress 1,300 gg:é:;gle drive, 6 hours Active
N21 Yuceca NA - : Abandoned
N22 River College 1,000 Hydropneumatic tank Aclive
N23 Fresway 1,030 Hydropneumatic tank Active
N24 Don Jullo 1,180 Hydropneumatic tank Active
N25 Sutter 1,800 Boosted X Active
N26 Monument 600 - Active
N27 Jamestown 1,225 Portable generator Active
N28 Oakbrook NA - Abandoned
N29 Mermihill 1,285 Boosted X Active
N30 Park Oaks 1,125 - X Active
N3t Barett Meadows 750 ;*gg;']’:;‘;’::r‘;;f“" X Active
N32A Poker 1 2,000 VFD, stationary generator | x Active
N32B Poker 2 1,800 VIFD, stationary generator | x Active
N32C Poker 3 780 Sationary generator X Active
N33 Walerga 1,275 - X Active
N34 Cottage 2,000 VFD, portable generator | x Active
N35 Antelope 2,000 VFD X Active
N36 Vemer 1,500 VFD, porlable generator | x New well
Total North Service Area well capacity 49,195 - - -

*Pumping capacity with current equipment under average operating pressure. The capacities are higher under lower pressures.
b Well characteristics state if a wall has & VFD, hydropneumatic tank, generator, and/or is fiuoridated,
Table 2-2. South Service Area Wells

Well no. Well name Capacity, gpm Well characteristics® SCADA site Status
2A El Prado / Park Estates 995 Fluoridated x Active
3A Kubel / Armstrong 370 Hydropneumatic tank Active
8 Bell/ Marcon! 2,675 :f:;r:'tg'rmf?:g' et | Active
5 Bell/ EI Camino 330 Hydropneumnatic tank Active
7 Rubicon / Seely Park 180 Hydropneumatic tank Active
8 South Park / Wrendale NA Hydropneumatic tank Abandoned
9 Ravenwood / Eastemn 625 I;g:r;gzrt::mauc tank, X Active
10 Pofter / East Country Club® | NA - Abandoned
12 Hemando / Santa Anita Park | 540 Hydropneumatic tank Active

13 Calderwood / Marconi 820 - Active

14 Marconi South / Fulion 570 Hydropneumatic tank Active

18 Riding Club / Ladino 840 Hvdiopreumalictank, 1 Active

2-8

Use of contents on this sheet Is subject to the imitalions specified at the end of this document.
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2. Description of Existing Water System Water System Master Plan
Table 2-2, South Service Area Wells
Well no. Well name Capacity?, gpm Well characteristics® SCADA site Status

19 Balmoral / Yorktown 950 fdropnaumatctank, | Active

200 Watt/ Arden 1,100 Hdropneumatc tank, | Active

22 West/Becerra 680 ?ggégg?:gmaﬂc tank, X Active

23 Marconi North / Fulton 550 Hydrapneumatic tank Active

24 Bscemra / Woodcrest 590 :?uy :gzgrt::matlc tank, X Active

25 Thor / Mercury 750 ;ig:;gg?::maﬁc tank, X Active

% Greenwood / Marconi 650 phdropneumatic tank, | Active

28 Red Robin / Darwin 585 Hrdropnoumatictank, | x Aciive

30 Rockbridge / Keith 850 Hdroproumatictark. | Active

324 Eden / Root 1,905 foneble genrator, X Active

. VFD, stationary .

33A Auburn / Norris 2675 generator, fluoridated X Active

3 Ulysses / Mercury 1,000 fctopneumalictark, 1 Active

37 Morse / Cottage Park 700 Stationary generator Active

38 Watt / Aubum 500 Stationary generator Active

40 Auburn/ Yard 675 Stationary generator Active
Hydropneumatic tank,

40A Auburn/Yard 2,525 stationary generator, X Active
fluoridated

. Stationary generator, "

41 Albatross / Iris 600 fluoridated X Active

42 Becerra / Marconi NA Stationary generator Abandoned

43 Edison / Traux 850 Stationary generator Active

45 Jamestown / Middleberry 750 Stationary generator Active

46 Jonas / Sierra Mills 800 Stationary generator Active

a7 Copenhagen / Arden 885 gﬁ'&‘;’:&ge“mm’- x Active

50 Columbia / Fair Oaks 500 Hydropneumatic tank Aclive

51 Sudbury / Elsdon 285 Hydropneumatic tank Active

54 North / Root NA Hydropneumatic tank Abandoned
Hydropneumatic tank,

56A Stewart/ Lynndale 2,000 portable generator, X Active
fluoridated

60 Whitney / Concetta 600 Fluoridated X Active

63A American River Well Field NA - Abandoned

638 American River Well Field NA - Abandoned

63C American River Well Field NA - Abandoned

63D American River Well Field NA - Abandoned

63K American River Well Field NA - Abandoned

63L American River Well Fleld NA - Abandoned

29
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2: Description of Existing Water System Water System Master Plan

Table 2-2. South Service Area Wells

Well no. Well name Capacity*, gpm Woll characteristics® SCADA site Status

65 Merrily / Annadale 1,250 :I: :;gg?ee;matlc tank, X Active
Hydropneumatic tank,

66 Eastem / Woodside Church 1,350 portable generator, X Aclive
fluoridated

67 El Camino / Eastem NA Hydropneurnatic tank Abandoned

68 Northrop / Dorngjo 1,600 - Active

69 Hillsdale / Cooper 450 Hydropneumatic tank Active

70 Sierra / Blackmer 350 Hydropneumatic tank Active

e River DriveJacob 2675 o, bortable generalor, | Active
Hydropneumatic tank,

b River Walk / NETP 1,850 portable generator, X Active
fluoridated
Fluoridated, equipped for .

73 River Walk / NETP East 3,500 portable generator X Active
Fluoridated, equipped for !

74 River Walk / NETP South 2,700 portable generator X Active

75 Enterprise / Northrop 1,150 :Ltlzl:%r::er)égenerator, X Active

76 Fulton / Fair Oaks 250 Hydropneumatic tank Active

K4 Larch / Northrop 400 Hydropneumatic tank Active

Total South Service Area well capacity | 49,195 - -

* Pumping capacily with current equipment under average operating pressure. The capacities are higher under fower pressures.
5Well characteristics state if a well has a VFD, hydropneumatic tank, generator, and/or is Ruoridated,
<Waell 101s currently being used as a single zone monltoring well accarding to Jim Arenz on 12/22/08.

2.2.2 Surface Water Facilities

The District imports surface water from three supply sources. The District’s current surface water
agreements are with PCWA, City of Sacramento, and the United States Bureau of Reclamation (USBR)
(Section 215 Central Valley Project (CVP) water).

Surface water from PCWA and the USBR is diverted from Folsom Lake and treatment is provided by the
Sydney N. Peterson WTP. The Peterson WIP is owned and operated by S)WD. SJWD also supplies treated
surface watet from Folsom Reservoir for a family of water entities (SJWD Retail Setvice Area, Orange Vale
Water Company, Citrus Heights Water District, City of Folsom-Ashland Area, and Fair Oaks Water District
[FOWD)).

The Peterson WTP has a nominal capacity of 120 million gallons per day (MGD). Treated water is pumped
to the Hinkle Reservoir, which has 62 million gallons (MG) of storage capacity. From the Hinkle Reservoir,
the potable surface water supply for the District is delivered by gravity flow through the San Juan
Cooperative Transmission Pipeline (CTP) followed by the Antelope Conveyance Pipeline (ACP) (formerly
referred to as the Northridge Conveyance Pipeline).

The 48-inch diameter, gravity flow ACP is constructed from the terminus of the San Juan Cooperative
Transmission Pipeline at C-Bar-C Park, which is located on Oak Avenue, east of Sunrise Boulevard within
the Citrus Heights Water District setvice area. The District owns the total pipeline capacity of 59.2 MGD in
the ACP and that same quantity of flow in the lazger capacity CTP. The surface water facilities are illustrated

on Figure 2-4,

210
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2: Description of Existing Water System Water System Master Plan

The District has a surface water supply from the American River through a contrace with the City of
Sactamento, dating to 1964, Historically, only a portion of this amount has been diverted through the
Ametican River Well Field located in the SSA. The American River Well Field is not currently being used
because it does not meet the requirements of the Surface Water Treatment Rule. In 2006, the District began
receiving surface water from the City of Sacramento. This water is treated at the City’s Faitbairn WIP and
delivered to the District via the City’s Howe Avenue transmission main to an existing interconnection located
near Enterprise Drive and Northrop Avenue in the SSA.

2.3 Distribution System

This section discusses the District’s distribution system, including storage, pump stations, and
interconnections.

The District has four service areas: NSA, SSA, McClellan Business Park, and Arbors at Antelope. Frequently
in this plan the McClellan Business Park and Arbors at Antelope service ateas are included as part of the
larger NSA, Within the larger NSA there ate two pressure zones: larger NSA (includes McClellan Business
Park and Arbors at Antelope) and the North Highlands subzone. The North Highlands subzone is
hydraulically sepatated from the rest of the NSA by a pressure reducing valve (PRV) located at Bainbridge
Drive and Walerga Road. While McClellan Business Park and Atbors at Antelope are separate setvice ateas,
they are not hydraulically separated pressure zones. Thete is no PRV between Arbots at Antelope and the
NSA. Water from the NSA to McClellan Business Park flows directly into the McClellan Business Park
service area (boosters from the NSA to McClellan Business Patk are rarely used). Water is served to
McClellan Business Patk but prevented from flowing back into the NSA. Because of fluoridation and surface
water place of use testrictions in the SSA, the SSA is hydraulically separated from the NSA (by closing main
line valves) and is its own pressure zone.

A hydraulic schematic of the distribution system is shown on Figure 2-6.

2.3.1 Pipelines

The distribution system ranges in size from 48-inch mains down to 4-inch laterals. Table 2-3 provides a
breakdown of the linear feet of each pipe diameter in the system. Pipeline matetial consists predominantly of
asbestos cement, polyvinyl chloride (PVC), ductile iton, mortar lined coated steel, and cast iton pipe.

Table 2-4 provides a breakdown in linear feet of the pipe matetials in the system. The District’s standatds
include the requirement for gridding cross connecting mains at intervals of approximately 1,300 feet with a
minimum size of 12-inch. Exceptions have been made where 10-inch mains and larger exist in the grid
pattern.

211
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Exhibit 5

Summary of Programs

L.

Conjunctive Use Program — This program is D1str1ct-w1de and its impacts affect the entire
groundwater basin north of the American River. The District’s target for the use of the treated
surface water component of the program is 15,000 acre feet per year. This program has resulted
in the banking of over 150,000 acre feet of water into the basin over the last seventeen years. The
program has stabilized the groundwater elevations in the North American Groundwater Basin and
has greatly contributed to the overall basin management objectives of the Sacramento
Groundwater Authority and its Groundwater Management Plan. The customers of the District
have invested over $100 million in this effort.

Main Replacement Program — This program has been implemented in various neighborhoods
since 2003 and is currently located predominantly in the South Service Area of the District. The

‘overall plan incorporates all water mains in the District. The program currently targets areas with

the oldest water mains that have exhibited high occurrences of leakage or other poor performance
characteristics. The customers of the District are investing approximately $12 million dollars per
year in this program. The program has resulted in a decrease in emergency responses to water
main breaks and leaks. It has improved the District’s water distribution system fire flow
capability. And it has reduced claims for damage resulting from water main breaks and leaks.

Meter Retrofit Program — This program covers all areas within the District’s service area. This
program is mandated by State Law and requires all service connections to be metered by the year
2025. The District’s schedule for meeting this state mandate requires approximately 1300
unmetered services per year to have meters retrofit to them. While the District is ahead of this
schedule at this time, it is anticipated that when the program enters its final stages, because the
remaining locations will be in backyards, the program will slow down. This program costs
District customers about $1.9 million per year.

Well Replacement Program — The District currently has 89 active wells located throughout the
service area capable of producing over 98,000 gallons per minute. Over 50 of these wells are at
least 50 years old and are approaching the end of their useful life. This program is designed to
replace the oldest and least efficient of these wells with new high capacity units. The District’s
goal is to maintain its production capacity with fewer more reliable wells. The design criteria
utilized in this program targets the new wells to produce 1500 gpm; this could displace two or
three older units that produce 500 to 750 gpm. The District customers are investing about $2
million per year in this effort.

N

Integrated Regional Water Management Plan (IRWMP) — The District is a member of the
Regional Water Authority (RWA). RWA has taken the responsibility to coordinate the

formulation and implementation of an IRWMP which is a planning program with guidelines and
requirements that have been authored by the State Department of Water Resources (DWR). This
plan covers participating agencies within the American River watershed. The program



coordinates the planning efforts of the member agencies in an effort to eliminate conflicting
programs and achieve maximum benefit to the agencies as well as the environment. The program
coordinates projects submitted by the member agencies in an effort to improve the efficient
implementation of these projects and reduce duplication of efforts. The IRWMP has also been
successful in attaining grant funding from DWR and the U.S. Bureau of Reclamation (USBR) for
both the planning efforts and the construction of projects. The District has benefited from both of
these grant programs. Currently, the District is cbmpleting the construction of a water production
well for which it received $750,000.00 of grant funds through this program.

Sacramento Groundwater Authority (SGA); Groundwater Management Plan (GMP) — The
District is a member of the SGA. In December of 2004 the SGA adopted its GMP which
- identified 63 management actions for the groundwater basin. Since that time the GMP has been
revised and updated. The District has participated in the implementation of the plan objectives
and actions which include the establishment of groundwater contamination committee, improving
communication and coordination with both regulators and responsible parties, improving the
existing monitoring well program, and making improvements to the existing groundwater model
for the SGA area. Of significance, in 2009 the district worked with the SGA to finalize its water

accounting framework component of the GMP which pro(zides targets for pumping allocations to
sustain the basin.

e

Integrated Business Systems Program — In 2003 the District initiated a program to upgrade and
integrate all of its business systems with the goal of providing better access to information for
both the customer and the employees at SSWD. Since the start of the program, the Geographical
Information System (GIS) has become the center of the system which includes a new financial
tracking program, a new customer billing program, and new field work order program, and a new
document management system. All the programs work off of a central data base which allows
the staff to move between the systems and access information quickly and efficiently. - In
addition, other auxiliary programs have been added to improve the tracking of utility location
requests and backflow protection device monitoring. Remote terminals have been installed in the
District’s fleet vehicles to allow field staff direct access to the programs enabling them to give
customers information in the field and provide real time tracking of work-order status as well as
direct access to system maps and diagrams. The District also has upgraded its Supervisory
Control and Data Acquisition System (SCADA) for its production facilities. This upgrade allows -
the water production staff direct monitoring capability of all the critical components of the water
production system which allows the immediate response to any development or emergency. The
integration of these business systems has allowed the District to maintain a superior employee to

customer ratio while improving the employee’s capability to deliver excellent service saving the
customer time and money.

Water Conservation Program (WCP) — The District is a signatory of the historic Water Forum
Agreement (WFA). A condition of signing this agreement was the agreement to conform to a
Purveyor Specific Agreement which includes a Water Conservation Program element. The WCP
is structured to provide Best Management Practices (BMPs) targets for the District that are
designed to educate the District customers on the need for efficient use of water and encourage




10.

water savings through various related activities. In February 2006, the District, along with five
other agencies in the region studied and prepared a Water Conservation Master Plan that analyzed
the effectiveness of the existing programs. The Water Conservation Program of the WFA has
since been updated to reflect the California Urban Water Conservation Council list of BMPs. In
addition, legislation passed in 2009 mandates further water conservation requirements. The
District is evaluating the impacts of these recent developments and staff is confident that the

District will continue to be successful in addressing this important element of water management
in the region.

Community Outreach/Public Education Program — The District has a community outreach
program that is available to all customers through print, electronic media and community
outreach events. This program has received recognition through professional organizations for its
efforts in keeping the public informed of District activities and providing useful relevant
information. The program includes a robust and informative website which encourages customers
to contact the District with questions or concerns. Recent additions allow the customer access to
their billing information and provide the ability to pay their water bill online.

Legislature Lobbying Efforts — In 2010, the District partnered with six other local agencies to
form an alliance to provide input and expressions of support or opposition to legislation of
interest for the region during the 2010 Legislative Session. This coalition works directly with the
Legislative Committee of the RWA to ensure uniformity in its efforts. These efforts have
resulted in the inclusion of language in several bills that will assist the region in compliance with
the intended legislation. The coalition efforts have also been instrumental in the defeat of passage
of bills viewed to be harmful to the interests of the citizens in the region. In addition to the

- financial support needed to fund the lobbying effort provided by each member of the coalition,

11.

12

staff from each agency has shared spending time at the Capitol attending meetings and hearings

on the various bills of interest, to provide input, support or express opposition as the situation
mi ght dictate.

Sustainability Program — In November 2007, the District Board of Directors approved the
Sustainability Policy of SSWD. The primary purpose of this policy is to establish Sustainability
as a guiding principle for daily operations and as a framework for longer term business decisions
for the District. In an effort to address the principles outlined in the policy, the General Manager
formulated a Sustainability Committee of employees interested in furthering ideas to address the
elements of the policy. The Committee has addressed numerous issues resulting in improved
procedures for recycling, energy use, vehicle operations, and has provided employee and
customer education events to increase awareness. The District now computes its “Total Carbon
Footprint” annually to benchmark progress toward lowering carbon emissions.

Management Practices Audit — In 2010, the District has initiated an internal review of its policies,
procedures and practices to determine the effectiveness of the management programs of the
agency. The goal of the audit is to assess areas of strength and deficiency in an effort to identify
areas for potential improvement. The effort will look to improve communication among the
management staff and employees of the District as well as increase effectiveness of the entire



organization. The District will be utilizing a program provided by the American Public Works
Association for this audit. The program is scheduled to take up to one year to complete with
internal staff while maintaining the day-to-day needs of the utility.
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Exhibit 8

Moobpy’s

INVESTORS SERVICE

Rating Update: MOODY'S AFFIRMS Aa2 RATING ON SACRAMENTO SUBURBAN WATER
DISTRICT CERTIFICATES OF PARTICIPATION

Global Credit Research - 02 Sep 2010
$114.8 Million of Parity Debt Affected

Water/Sewer
CA

Opinion

NEW YORK, Sep 2, 2010 -- Moody's Investors Service has affirmed the Aa2 underlying rating on the Sacramento Suburban Water Districts'

outstanding parity Certificates of Participation (COPs), Serles 20058, 2008A-2, 2009A and 2008B. The COPs are secured by a senior lien on
the district's net revenues.

RATINGS RATIONALE

The rating reflects the district's favorable water supplies, strong financlal performance, essentially bullt-out, and diverse residential service area
which is likely to perform better in the current market than newer communities in the Sacramento area. The districi's high debt levels and
somewhat weak security features are a key component of the rating, mitigated by the expectation that the district will not be Issuing additionat
debt. The risks and benefits posed by the district's variable rate debt and interest rate swap also are factored into the rating, together with the
substantlal reserves held by the district. The district's thoughtful debt management is noted as a credit strength, as evident by the decision to
replace one of its Letters of Credit (LOC) early in order to minimize rollover risk.

FINANCIAL OPERATIONS REMAIN STRONG; CIP EXPECTED TO BE CASH-FUNDED, YIELDING ONGOING STRONG DEBT SERVICE
COVERAGE

The district's financial operafions have been sound and are expected to remain so. The district generated an operating ratio of 40.1% in fiscal
2009 (fiscal year ending December 31) and an estimated 42.0% for the current fiscal year, both very strong figures by comparison with other
rated water districts. Similarly the district's net take-down of 61.3% in fiscal 2009 and estimated 59.5% in fiscal 2010 are quite healthy. Debt
sarvice coverage Is notably strong, having risen to 3.29x excluding connection fess In fiscal 2009 as net revenues rose to $27million from $26
million the prior year. The increase was primarily attributable to a one-time transaction, the sale of excess surface water to the California Drought
Water Bank. For fiscal 2010 the district anticipates net revenues will return to $24.8 miliion, an 8.5% decrease from fiscal 2009 but 2.6%
increase over the more typical fiscal 2008 figure, ‘

The distric's debt service coverage levels have been sound, and are likely to remain so given that the district expects to cash-fund its capital
plan. The district's three most recent rate Increases of 13% In each of fiscal 2007, 2008 and 2009 generated rising annual debt service coverage
levels of 2.47 fimes, 2.84 times and 3.33 times , respectively, all strong levels. The district's fiscal 2010 estimates are for 3.4x coverage of
annual debt service and 1.58x coverage of maximum annual debt service, the latter not extraordinary but certainly satisfactory. The district
expacts to raise rates going forward as needed to generate sufficient cash to address its capital improvement plan (CiP). Arate study for this
purpose Is currently underway. The precise annual amounts needed under the district's CIP are somewhat nebulous, with the entire CIP fotaling
around $68 million but with the perlod of time to completion fairly flexible. The CIP is for rehabilitation and replacement of existing infrastructure,
with no urgent or mandated projects. Among the required projects are installation of meters for all customers by 2025; currently 55% of all
connections are metered and the district anticipates completion of the project by the deadiine, if not sooner. The district is firm In its commitment
that it will not issue additional debt for the CIP or for any other purpose. Debt service coverage levels will therefore depend upon the amount of its
CIP that the district opts to fund in a given year.

LIQUIDITY POSITION STRENGTHENED; DEBT LEVEL HIGH, THOUGH PORTFOLIO SIMPLIFIED

The district's balance sheet features high debt levels, with the large variable rate exposure a credit risk mitigated by satisfactory liquidity and
sfrong debt management, The district's debt levet is high, but has declined and Is expected to continue to do so given that no additional issuance
is anticipated. At 48.4% in fiscal 2009 the district's debt ratio continues its slow, steady decline though Is still well above the norm for California
water service providers. Principal payout remains slow at about 41% In ten years. Given that the district does not anticipate Issuing additional
debt, however, these are negative credit factors which will naturally abate over time. As the districtis projecting no additional borrowing and
strong coverage on its existing debt, the somewhat thin rate covenant and additional bonds test of 1.15x Is not a matenial credit negative.

The district's variable rate debt represents about two-thirds of its total debt partfolio, a high level of exposure to the risks associated with such
debt, All of its variable rate debt is swapped to fixed. The District's unrestricted cash and Investments, totaling $51 mililon at fiscal year end 2009
are more than sufficient to offset the basis risk of the swapped obligations and the varlable rate risk of the unswapped component, Equally
important, should there be a market fallure preventing remarketing of the District's variable rate financings, the District's cash position is
sufficient to give it ample time to either refinance or raise revenues sufficient to adjust to its increased expenses. The district does not anticipate
spending down its cash despite its planned pay-go funding of capital expenditures. The current rating assumes that the District's cash and
investments will remaln at approximately current levels, and available to offset risks assoclated with its exposure to variable rate debt.

The district's careful debt management is a key credit strength. With its 2009 issus the district chose to diversify the provider and roflover risks
assoclated with its letters of credit (LOC). The LOC supporting its Serles 2009A variable rate obligations Is provided by Sumitomo Mitsui Bank
and expires in 2012. The district is currently replacing the LOC assaciated with its Series 2008A-2 COP. The outstanding LOC provided by Allied
Irish Bank expires in 2011, and the district has prudently decided to replace it early in order to eliminate the rollover risk inherent In the 2011 date
{when itis enticipated that many other issuers will be seeking rollovers as well.) The proposed new LOC from Lioyds TSB Bank is expected to

expire in 2013. As currently presented, terms of the proposed LOC do not pose an undue risk to the district, particularly in light of its strong cash
position.



The Swap Agreement hedging the District's variable rate debt does not pose a credit concern. The counterparty on the transaction is Citibank,
N.A. (A1/A+/At). Regular swap payments are on parity with the obligations belng rated while the termination payment Is subordinate, The District
is subject to collateral posting with a threshold of $20 million at the Aa2 rating level. At this time, its market value is negative $8.2 million. The
termination rating trigger Is Baa1 for both the District and the counterparty.

SYSTEM PROVIDES WATER SERVICE TO ESSENTIALLY BUILT-OUT RESIDENTIAL COMMUNITY

The system provides retall water service to a large service area Immediately north of the City of Sacramento with a population of approximately
168,000. The service area covers 23,020 acres and includes parts of the clities of Sacramento and Citrus Helghts as wel! as all or a portion of
various unincarporated communities. Customer connections total a sizable 44,147, with residential customers accounting for about 70% of
water revenues. The system's customer base is very diverse, with the ten largest customers accounting for only 4.3% of fiscal 2009 revenues.
The service area Is feeling the effects of the current difficult economic environment, and 13.1% of customer accounts are more than 30 days
past due. However, the situation s improving: accounts more than 30 days past due represent only about 1.4% of water sales revenues
compared to 2.26% of total annual water sales as of December 31, 2008 and 2.71% one year earlier.

DISTRICT'S GROUNDWATER SUPPLY IS AVPLE

The District Is in a very strong position with respect to water supply, a notable strength at this time by comparison with other California water
systems. The District has rights to groundwater sufficient to meet all its anrual needs. The District pumps groundwater from 89 wells, which are
capable of producing 100% of the annual District water usage for at least two years. The District's groundwater meets all applicable regulatory
requirements, The district also obtains surface water pursuant to agreements with Placer County Water Agency and the City of Sacramento that
allow for groundwater replenishment. The Placer County agresment , which expires in 2025, allows the District to purchase 24,000 acre-fest
(AF) in 2009, increasing to 29,000 AF by 2014, subject to avallabiiity; this water is treated pursuant to a contract, which has no expiration date,
with the San Juan Water District. The Sacramento agreement, which also has no expiration date, allows the District to purchase 22,400 AF,
again subject to specific conditions. In coming years the District anticipates about 20% of its supply will come from the city, 15% from Placer
County, and the remainder from its own groundwater sources. At this time the District's surface water saurces, which are derived from the
American River and Folsom Dam, are not suffering from the supply constraints afflicting customers reliant upon the federal Colorado River

System and the Celifornia State Water Project.

KEY STATISTICS

2009 estimated population: 158,000

Number of water service connections, 2009: 44,147

Per capita income, City of Citrus Helghts, 1999: $20,744 (91.3_% of State)
Median family income, City of Citrus Heights, 1999: $51,207 (96.6% of State)
Operating ratio, fiscal 2009:40.1%

Net take-down, fiscal 2009; 61.32%

Debt service coverage, current year, flscal 2009:3.33x

Unrestricted cash and investments, % of O&M, fiscal 2009: 199.3%

The last rating action with respect to the Sacramento Suburban Water District was on May 29, 2009, when a municipal finance scale underlying
rating of A1 was assigned to District's Refunding Revenue Cerlificates of Participation, Series 2009A and B and the underlying ratings on the
parity obligations were affirmed. That rating was subsequently recalibrated to Aa2 on April 16, 2010.

The principal methodology used in rating Sacramento Suburban Water District was Analytical Framework for Water and Sewer System Ratings

rating methodology published August 31,1999. Other methodologles and factors that may have been considered in the process of rating this
Issuer can also be found on Moody's website.

Moody's Investors Service adopts all necessary measures so that the information it uses in assigning a credit rating Is of sufficient quality and

from reliable sources; however, Moody's Investors Service does not and cannot in every Instance independently verify, audit or validate
information received In the rating process.

Please see ratings tab on the issuer/entity page on Moodys.com for the last rating action and the rating history.

The date on which some Credit Ratings were first released goss back to a time before Moody's Investors Service's Credit Ratings were fully
digitized and accurate data may not be available. Consequently, Moody's investors Service provides a date that it believes is the most reliable

and accurate based on the information that Is available to It. Please see the ratings disclosure page on our website www.moodys.com for further
information,

Please see the Credit Policy page on Moodys.com for the methodalogies used in determining ratings, further information on the meaning of each
rating category and the definiiion of default and recovery.
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Moody's Investors Service
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Mooby’s

INVESTORS SERVICE
© 2010 Moody’s Investors Service, Inc. and/or its licensors and affiliates (collectively, "MOODY'S"). All rights reserved.

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFALILT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY, CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR
SALE. .

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED,
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD,
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, INANY FORM OR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN
CONSENT. All information contalned herein Is obtained by MOODY'S from sources belleved by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all informatian
cantained herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that
the information It uses in assigning a credit rating Is of sufficient quallty and from sources Moody's considers to be
reliable, Including, when appropriate, independent third-party sources. However, MOODY'S is not an auditor and
cannot in every instance independently verify or validate information received in the rating process. Under no -
circumstances shall MOODY'S have any liabllity to any person or entity for (a) any loss or damage in whole or in part
caused by, resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within
or outside the control of MOODY'S or any of its directors, officers, employees or agents in connection with the
procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such
information, or (b} any direct, Indirect, special, consequential, compensatory or incidental damages whatsoever
(Including without limitation, lost profits), even if MOODY'S Is advised in advance of the possibllity of such damages,
resulting from the use of or inability to use, any such information. The ratings, financial reporting analysis, projections,
and other observations, if any, constituting part of the information contained herein are, and must be construed solely
as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities.
Each user of the Information contained hereln must make Its own study and evaluation of each security it may
consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY,
TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY
SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR
MANNER WHATSOEVER. )

M, a wholly-owned credit rating agency subsidiary of Moody’s Corporation ("MCO"), hereby discloses that most
Issuers of debt securitles (including corporate and municipal bonds, debentures, notes and commercial paper) and
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating
services rendered by it fees ranging from $1,500 to approXmately $2,500,000. MCO and MIS also maintaln policies
and procedures to address the independence of MiS's ratings and rating processes. Information regarding certain
affillations that may exist between directors of MCO and rated entities, and between entities who hold ratings from MIS
and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and Shareholder
Affiliation Policy.”



Any publication into Australia of this document is by MOODY'S affifiate, Moody's Investors Service Pty Limited ABN 61
003 399 657, which holds Australian Financial Services License no. 336969. This document is intended to be provided
only to "wholesale clients” within the meaning of section 761G of the Corporations Act 2001, By continuing to access
this document from within Australia, you represent to MOODY'S that Yyou are, or are accessing the document as a
representative of, a "wholesale client" and that neither you nor the entity you represent will directly or indirectly

disseminate this document or its contents to "retall clients” within the meaning of section 761G of the Corporations
Act 2001. :
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* September 3, 2010

Sacramento Suburban Water District

3701 Marconi Drive, Suite 100

Sacramento, CA 95821

Attention: Mr. Robert Roscoe, General Manager -

Re: Sacramento Suburban Water District, California, Adjustable Rate Refunding Revenue
Certificates Of Participation, Series 20084-2

Dear Mr. Roscoe:

Standard & Poor s has reviewed the Standard & Poor’s underlying rating (SPUR) on the above-
referenced obligations. After such review, we have affirmed the “AA” rating and stable outlook.
A copy of the rationale supporting the rating and outlook is enclosed.

The rating is not investment, financial, or other advice and you should not and cannot rely upon
the rating as such. The rating is based on information supplied to us by you or by your agents but
does not represent an audit. We undertake no duty of due diligence or independent verification of
any information. The assignment of a rating does not create a fiduciary relationship between us
and you or between us and other recipients of the rating. We have not consented to and will not
consent to being named an “expert” under the applicable securities laws, including without

- limitation, Section 7 of the Securities Act of 1933. The rating is not a “market ratmg norisita

recommendation to buy, hold, or sell the obligations.

This letter constitutes Standard & Poor’s permission to you to dlssermnate the above-ass1gned
rating to interested parties, Standard & Poor’s reserves the nght to inform 1ts own clients,
subscrlbers and the public of the rating,

Standard & Poor’s relies on the 1ssuer/ob11gor and its counsel, accountants, and other experts for
the accuracy and completeness of the information submitted in connection with the rating. To’
maintain the rating, Standard & Poor’s must receive all relevant financial information as soon as
such information is available. Placing us on a distribution list for this information would facilitate
the process. You must promptly notify us of all material changes in the financial information and
the documents. Standard & Poor’s may change, suspend, withdraw, or place on CreditWatch the
rating as a result of changes in, or unavailability of, such information. Standard & Poor’s reserves
the right to request additional information if necessary to maintain the rating.




Mr. Robert Roscoe

/) ' Page 2
September 3, 2010

Please send all information to:
Standard & Poor’s Ratings Services
" Public Finance Department
55 Water Street
New York, NY 10041-0003

If you have any questions, or if we can be of help in any other way, please feel free to call or
contact us at gypublicfinance @standardandpoors.com, For more information on Standard &
Poor’s, please visit our website at www. standardandpoors.com. We appreciate the opportumty to
work with you and we look forward to workmg with you agam

Sincerely yours,

Standard & Poor's Ratings Services
a Standard & Poor's Financial Services LLC business

Shooelicl £ floritttc

enclosure
cc:  Mr. Jonathan Ash, Analyst
Citi | Municipal Securities Division
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September 3, 2010

Sacramento Suburban Water District

3701 Marconi Drive, Suite 100

Sacramento, CA 95821 _
Attention: Mr. Robert Roscoe, General Manager

- Re: Sacramento Suburban Water District, California, Adjustable Rate Refundmg Revenue

Certificates Of Pamczpatwn, Series 2008A-2

" Dear Mr. Roscoe:

Standard & Poor’s has reviewed the rating on the above-referenced obligations. After such
review, we have affirmed the “AAA/A-2” rating and not meaningful outlook. A copy of the
rationale supporting the rating and outlook is enclosed.

 The rating is not investment, financial, or other advice and you should not and cannot rely upon

the rating as such. The rating is based on information supplied to us by you o by your agents but
does not represent an audit. We undertake no duty of due diligence or independent verification of
any information. The assignment of a rating does not create a fiduciary relationship between us

‘and you or between us and other recipients of the rating. We have not consented to and will not

consent to being named an “expert” under the applicable securities laws, including without
limitation, Section 7 of the Securities Act of 1933. The rating is not a “market rating” nor is it a
recommendation to buy, hold, or sell the obhgatlons :

This letter constitutes Standard & Poor’s permission to you to disseminate the above-assigned
rating to interested parties. Standard & Poor’s reserves the right to 1nform its own clients,
subscribers, and the public of the rating. : :

Standard & Poor’s relies on the issuer/_obligor and its counsel, accountants, and other experts for
the accuracy and completeness of the information submitted in connection with the rating, To

~maintain the rating, Standard & Poor’s must receive all relevant financial information as soon as

such information is available. Placing us on a distribution list for this information would facilitate

the process. You must promptly notify us of all material changes in the financial iriformation and

the documents. Standard & Poor’s may change, suspend, withdraw, or place on CreditWatch the
rating as.a result of changes in, or unavailability of, such information, Standard & Poor’s reserves
the right to request additional information if necessary to maintain the rating.




Mr. Robert Roscoe
/”‘\) Page 2 :
' September 3, 2010

Please send all information to:
Standard & Poor’s Ratings Services
Public Finance Department
55 Water Street
New York, NY 10041-0003

If you have any questions, or if we can be of help in any other way, please feel free to call or
contact us at nypublicfinance @standardandpoors.com.  For more information on Standard &
Poor’s, please visit our website at www.standardandpoors.com. We appreciate the opportunity to
work with you and we look forward to working with you again.

Sincerely yours,

Standard & Poor's Ratings Services
a Standard & Poor's Financial Services LLC business

Srurked £ Faors it

enclosure
cc:  Mr. Jonathan Ash, Analyst
Citi | Municipal Securities Division
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September 3, 2010

Sacramento Suburban Water District

3701 Marconi Drive, Suite 100

Sacramento, CA 95821

Attention: Mr. Robert Roscoe, General Manager

Re: Sacramento Suburban: Water District, Cattfomta, Refunding Revenue Certificates of
Participation, Series 2009B

Dear Mr. Roscoe:

Standard & Poor’s has reviewed the rating on the above-referenced obligations. After such '
review, we have affirmed the “AA” rating and stable outlook. A copy of the rationale supporting
the rating and outlook is enclosed.

The rating is not investment, financial, or other advice and you should not and cannot rely upon
the rating as such. The rating is based on information supplied to us by you or by your agents but
does not represent an audit. We undertake no duty of due diligence or independent verification of
any information. The assignment of a rating does not create a fiduciary relationship between us
and you or between us and other recipients of the rating. We have not consented to and will not
consent to being named an “expert” under the applicable securities laws, including without
limitation, Section 7 of the Securities Act of 1933. The rating is not a “market rating” nor is it a
recommendation to buy, hold, or sell the obligations.

This letter constitutes Standard & Poor’s permission to you to disseminate the‘above-assigned
rating to interested parties. Standard & Poor’s reserves the nght to inform its own chents,
subscribers, and the public of the rating. :

Standard & Poor’s relies on the issuer/obligor and its counsel, accountants, and other experts for
the accuracy and completeness of the information submitted in connection with the rating. To
maintain the rating, Standard & Poor’s must receive all relevant financial information as soon as
such information is available. Placing us on a distribution list for this information would facilitate
the process. You must promptly notify us of all material changes in the financial information and .
the documents. Standard & Poor’s may change, suspend, withdraw, or place on CreditWatch the
rating as a result of changes in, or unavailability of, such information. Standard & Poor s reserves
the right to request additional information if necessary to maintain the ratmg

LIANDARD




Mr. Robert Roscoe

/j Page 2
- September 3, 2010

Please send all information to:
Standard & Poor’s Ratings Services
Public Finance Department
55 Water Street _
New York, NY 10041-0003

If you have any questions, or if we can be of help in any other- way, please feel free to call or
contact us at nypublicfinance @standardandpoors.com, For more information on Standard &
Poor’s, please visit our website at www.standardandpoors.com, We appreciate the opportunity to
work with you and we look forward to working thh you again.

Sincétely yours,

Standard & Poor's Ratings Services
a Standard & Poor's Financial Services LLC business

Shellst| GAors 10

enclosure
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September 3, 2010

Sacramento Suburban Water District

3701 Marconi Drive, Suite 100

Sacramento, CA 95821

Attention: Mr. Robert Roscoe, General Manager

Re: Sacramento Suburban Water Diktn'ct, California, Variable Rate Refunding Bonds, Series
2009A |

Dear Mr. Roscoe:

Standard & Poor’s has reviewed the Standard & Poor’s underlying rating (SPUR) on the above-
referenced obligations. After such review, we have affirmed the “AA” rating and stable outlook.
A copy of the rationale supporting the rating and outlook is enclosed.

The rating is not investment, financial, or other advice and you should not and cannot rely upon
the rating as such. The rating is based on information supplied to us by you or by your agents but
does not represent an audit. We undertake no duty of due diligence or independent verification of
any information. The assignment of a rating does not create a fiduciary relationship between us
and you or between us and other recipients of the rating. We have not consented to and will not
consent to being named an “expert” under the applicable securities laws, including without -
limitation, Section 7 of the Securities Act of 1933. The rating is not a “market rating” nor is it a
recommendation to buy, hold, or sell the obligations. ’

This letter constitutes Standard & Poor’s permissidn to you to disseminate the above-assigned
rating to interested parties. Standard & Poor’s reserves the right to inform its own clients,
subscribers, and the public of the rating.

Standard & Poor’s relies on the issuer/obligor and its counsel, accountants, and other experts for
the accuracy and completeness of the information submitted in connection with the rating. To
maintain the rating, Standard & Poor’s must receive all relevant financial information as soon as
such information is available. Placing us on a distribution list for this information would facilitate
the process. You must promptly notify us of all material changes in the financial information and -
the documents. Standard & Poor’s may change, suspend, withdraw, or place on CreditWatch the
rating as a result of changes in, or unavailability of, such information. Standard & Poor’s reserves
the right to request additional information if necessary to maintain the rating.




Mr. Robert Roscoe
Page 2
September 3, 2010

Please send all information to:
Standard & Poor’s Ratings Services
Public Finance Department
55 Water Street
New York, NY 10041- 0003

If you have any questions, or if we can be of help in any other way, please feel free to call or
contact us at nypublicfinance @standardandpoors.com. For more information on Standard &
Poor’s, please visit our website at www.standardandpoors.com. We appreciate the opportunity to
work with you and we look forward to working with you again.

Sincerely yours,

Standard & Poor's Ratings Services

~ aStandard & Poor's Financial Services LLC business

Showe i G Poor 540
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September 3, 2010

Sacramento Suburban Water District

3701 Marconi Drive, Suite 100

Sacramento, CA 95821

Attention: Mr. Robert Roscoe, General Manager

Re: Sacramento Suburban Water District, Calzforma, Variable Rate Refunding Bonds, Series
2009A

Dear Mr. Roscoe:

Standard & Poor’s has reviewed the rating on the above-referenced obligations. After such
review, we have affirmed the “AAA/A-1" rating and not meaningful outlook. A copy of the
rationale supporting the rating and outlook is enclosed.

The rating is not investment, financial, or other advice and you should not and cannot rely upon
the rating as such. The rating is based on information supplied to us by you or by your agents but
does not represent an audit. We undertake no duty of due diligence or independent verification of
any information. The assignment of a rating does not create a fiduciary relationship betwéen us
and you or between us and other recipients of the rating. We have not consented to and will not
consent to being named an “expert” under the applicable securities laws, including without
limitation, Section 7 of the Securities Act of 1933. The rating is not a “market rating” nor is it a
recommendation to buy, hold, or sell the obligations. :

This letter constitutes Standard & Poor’s permission to you to disseminate the above-assigned
rating to interested parties. Standard & Poot’s reserves the right to-inform its own cllents
subscribers, and the public of the rating.

Standard & Poor’s relies on the issuer/obligor and its counsel, accountants, and other experts for
the accuracy and completeness of the information submitted in connection with the rating. To -
maintain the rating, Standard & Poor’s must receive all relevant financial information as soon as
such information is available. Placing us on a distribution list for this information would facilitate
the process. You must promptly notify us of all material changes in the financial information and
the documents. Standard & Poor’s may change, suspend, withdraw, or place on CreditWatch the
rating as a result of changes in, or unavailability of, such information. Standard & Poor’s reserves
the right to request additional information if necessary to maintain the rating.




Mr. Robert Roscoe
a Page 2
: ) September 3, 2010

Please send all information to:
Standard & Poor’s Ratings Services
Public Finance Department
55 Water Street
New York, NY 10041-0003

If you have any questions, or if we can be of help in any other way, please feel free to call or
contact us at yp_ubhcfinance@standardandp_oors com. For more information on Standard &
Poor’s, please visit our website at www. standardandpgors com. We appreciate the opportunity to
work with you and we look forward to working with you again.

Sincerely yours,

Standard & Poor's Ratings Services
a Standard & Poor's Financial Services LLC business

Shillid F Vorrsy HE
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Standard & Poor’s Ratings Services
Terms and Conditions Applicable To Ratings

You understand and agree that:

General. The ratings and other views of Standard & Poor’s Ratings Services (“Ratings Services”) are statements of
opinion and not statements of fact. A rating is not a recommendation to purchase, hold, or sell any securities nor does it
comment on market price, marketability, investor preference or suitability of any security. While Ratings Services bases
its ratings and other views on information provided by issuers and their agents-and advisors, and other information from
sources it believes to be reliable, Ratings Services does not perform an audit, and undertakes no duty of due diligence or g
independent verification, of any information it receives. Such information and Ratings Services’ opinions should not be ;
relied upon in making any investment decision. Ratings Services does not act as a “fiduciary” or an investment advisor.
Ratings Services neither recommends or will recommend how an issuer can or should achieve a. particular rating outcome
nor provides or will provide consulting, advisory, financial or structuring advice.

(All Rating Actions in Ratings Services’ Sole Discretion. Ratings Services may assngn raise, lower, suspend, place on

- CreditWatch, or withdraw a rating, dnd assign or revise an Outlook, at any time, in Ratings Services’ sole discretion.
Ratings Services may take any of the foregoing actions notwithstanding any request for a confidential rating or a withdrawal
of a rating, or termination of this Agreement. Ratings Services will not convert a public rating to a confidential fating.

--Publication. Ratings Services reserves the right to use, publish, disseminate, or license others to use, publish or disseminate

e ratlng provided hereunder and any analytical reports, including the rationale for the rating, unless you specifically
request in connection with the initial rating that the rating be assigned and maintained on a confidential basis. If, however, a
confidential rating or the existence of a confidential rating subsequently becomes public through disclosure other than by
an act of Ratings Services or its affiliates, Ratings Services reserves the right to treat the rating as a public rating,
including, without limitation, publishing the rating and any related analytical reports. Any analytical reports published by
Ratings Services are not issued by or on behalf of you or at your request. Notwithstanding anything to the contrary herein,
Ratings Services reserves the right to use, publish, disseminate or license others to use, publish or disseminate analytical
reports with respect to public ratings that have been withdrawn, regardless of the reason for such withdrawal. Ratings
Services may publish explanations of Ratings Services' ratings criteria from time to time and nothing in this Agreement
shall be construed as limiting Ratings Services’ ability to modify or refine its ratings criteria at any time as Ratings
Services deems appropriate.

A

Information to be Provided by: You. For so long as this agreement is in effect, in connection with the rating provided
hereunder, you warrant that you will provide, or cause to be provided, as promptly as practicable, to Ratings Services (i)
all information requested by Ratings Services in accordance with its published ratings criteria, and (ii) any other ;
information relevant to the rating and, if applicable, surveillance of the rating, including, without limitation, information ‘
on material changes to information previously provided by you, your agents or advisors to Ratings Services, other than :
information you reasonably believe is not material to the rating or such surveillance. The rating, and the maintenance of
the rating, may be affected by Ratings Services” opinion of the information received from you or your agents or advisors.
You further warrant that all information provided to Ratings Services by you or your agents or advisors regarding the
rating or, if applicable, surveillance of the rating, contains no untrue statement of material fact-and does not omit a
material fact necessary in order to make such information, in light of the circumstances in which it was provided, not
misleading. A material breach of the warranties in this paragraph shall constitute a material breach of this Agreement.

To the extent permitted by applicable law, you will be liable to Rating Services and its affiliates for all losses, damages,
liabilities, judgments, costs, charges and expenses (including reasonable attorneys’ fees) (“Losses™) (x) resulting from a
material breach of the warranties in this paragraph, including but not limited to all Losses arising from claims asserted by
any third party against Ratings Services, or (y) that arise out of or relate to any claim that the information provided by you

Ratings U.S. (5/21/10)



31' your agents or advisors infringes or violates the intellectual property rights of a third party, except in either case, to the
Ixtent such Losses are judicially determmed to result from gross negligence or willful misconduct of Ratings Services.

Confidential Information. For purposes of this Agreement, “Confidential Information” shall mean information that you
or your agents or advisors have provided to Ratings Services and, in a specific and particularized manner, have marked or
otherwise indicated in writing that such information is “Proprietary and Confidential.” Notwithstanding the foregoing,
information disclosed by you or your agents or advisors to Ratings Services shall not be deemed to be Confidential
Information, and Ratings Services shall have no obligation to treat such information as Confidential Information, if such
information (i) was known by Ratings Services or its affiliates at the time of such disclosure and was not known by
Ratings Services to be subject to a prohibition on disclosure, (ii) was known to the public at the time of such disclosure,
(iif) becomes known to the public (other than by an act of Ratings Services or its affiliates) subsequent to such
disclosure, (iv) is disclosed to Ratings Services or its affiliates by a third party subsequent to such disclosure and Ratings
Services reasonably believes that such third party’s disclosure to Ratings Services or its affiliates was not prohibited, (v)
is developed independently by Ratings Services or its affiliates without reference to the Confidential Information, (vi) is
approved in writing by you for public disclosure, or (vii) is required by law or regulation to be disclosed by Ratings
Services or its affiliates or publicly disclosed by you.

Ratings Services’ Use of Information, Except as otherwise provided herein, Ratings Services shall not disclose Confidential
Information to third parties. Ratings Services may use Confidential Information to assign, raise, lower, suspend, place on
CreditWatch, or withdraw a rating, and assign or revise an Outlook, and may share Confidential Information with its
affiliates engaged in the ratings business, provided that, in each case, the Confidential Information is not presented publicly
in a way that can be attributed to you and such affiliates are bound by appropriate confidentiality obligations. Ratings
Services may also use, publish and share Confidential Information with any of its affiliates or agents engaged in the ratings
or other financial services businesses who are bound by appropriate confidentiality obligations (“Relevant Affiliates and
Agents”), for modelling, benchmarking and research purposes, provided that, in each case, Confidential Information is not.
presented publicly in a way that can be attributed to you. With respect to structured finance ratings not maintained on a
confidential basis, Ratings Services may publish data aggregated from Confidential Information, excluding data that is

7 ypecific to and identifies individual debtors (“Relevant Data™), and share such Confidential Information with any of its

\__xelevant Affiliates and Agents for general market dissemination of Relevant Data; you confirm that, to the best of your
knowledge, there are no third parties whose rights would be adversely affected by any such publication, Ratings Services
and its affiliates reserve the right to use, publish, disseminate, or license others to use, publish or disseminate any non-
Confidential Information provided by you, your agents or advisors.

Ratings Services Not an Expert, Underwriter or Seller under Securities Laws. Ratings Services has not consented to and
will not consent to being named an “expert” or any similar designation under any applicable securities laws or other
regulatory guidance, rules or recommendations, including without limitation, Section 7 of the U.S. Securities Act of
1933. Ratings Services is not an “underwriter” or “seller” as those terms are defined under applicable securities laws or
other regulatory guidance, rules or recommendations, including without limitation Sections 11 and 12(a)(2) of the U.S.
Securities Act of 1933. Rating Services has not performed the role or tasks associated with an “underwriter” or “seller”
under the United States federal securities laws or other regulatory guidance, rules or recommendations in connection with
this engagement.

ice of Foreign Assets Control. Neither you nor the issuer (if you are not the issuer) is subject to economic, trade, or
transactional sanctions imposed by the United States Government or any state government. None of you, the issuer (if
you are not the issuer), or any of your or the issuer’s owners, directors, officers, employees, or group companies appears
on any list of known.or suspected terrorists, terrorist organizations or other prohibited persons maintained by any agency
of the United States Government ot of any other jurisdiction in which you or the issuer or any of your or the issuer’s
group of companies are doing business, including but not limited to the List of Specially Designated Nationals and
Blocked Persons maintained by the Office of Foreign Assets Control of the U.S. Department of the Treasury. Neither you
nor the issuer (if you are not the issuer) is-owned or controlled, directly or indirectly, by any entity subject to such
sanctions or appearing on such lists. For so long as this agreement is in effect, you will promptly notify Ratings Services
if any of these circimstances change.

Ratings Services’ Use of Confidential Ratings. Ratings Services may use confidential ratmgs in its analysis of the debt
jsued by collateralized debt obligation (CDO) and other investment vehicles. Ratings Services may disclose a

S
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onfidential rating as a confidential credit estimate to the managers of CDO and similar investment vehicles. Ratings

_services may permit CDO managers to use and disseminate credit estimates on a limited basis and subject to various

restrictions; however, Ratings Services cannot control any such use or dissemination.

Entire Agreement, Nothing in this Agreement shall prevent Ratings Services from acting in accordance with applicable
laws, regulations and Ratings Services’ policies as published from time to time. Subject to the prior sentence, this
Agreement constitutes the complete and entire agreement between the parties regarding its subject matter. The terms of
this Agreement supersede any other terms and conditions relating to information provided to Ratings Services by you or
your agents and advisors, including without limitation, terms and conditions of websites through which you or your
agents and advisors make such information available to Ratings Services, and such terms and conditions shall not apply
to Ratings Sérvices.

Limitation on Damages. Ratings Services does not and cannot guarantee the accuracy, completeness, or timeliness of the
information relied on in connection with a rating or the results obtained from the use of such information. RATINGS
SERVICES GIVES NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE. Ratings
Services, its affiliates or third party providers, or any of their officers, directors, sharcholders, employees or agents shall

- not be liable to you, your affiliates or any person asserting claims on your behalf, directly or indirectly, for any

inaccuracies, errors, or omissions, in each case regardless of cause, actions, damages (consequential, special, indirect,
incidental, punitive, compensatory, exemplary or otherwise), claims, liabilities, costs, expenses, legal fees or losses

- (including, without limitation, lost income or lost profits and opportunity costs) in any way arising out of ot relating to

the rating provided hereunder or the related analytic services even if advised of the possibility of such damages or other
amounts except to the extent such damages or other amounts are judicially determined to result from gross negligence or
willful misconduct of Ratings Services. In furtherance and not in limitation of the foregoing, Ratings Services will not
be liable to you, your affiliates or any person asserting claims on your behalf in respect of any decisions alleged to be
made by any person based on anything that may be perceived as advice or recommendations. In the event that Ratings
Services is nevertheless held liable to you, your affiliates, or any person asserting claims on your behalf for monetary

/"\v’iamages under this Agreement, in no event shall Ratings Services be liable in an aggregate amount in excess of three
\. _ames the aggregate fees paid to Ratings Services for the rating giving rise to the cause of-action during the twelve-months
preceding the date the alleged claim has arisen, up to a maximum of US$1,000,000 except to the extent such limitation is

unenforceable by law. The provisions of this paragraph shall apply regardless of the form of action, damage, claim,
liability, cost, expense, or loss, whether in contract, statute, tort (including, without limitation, negligence), or otherwise.
Neither party waives any protections, privileges, or defenses it may have under law, mcludmg but not limited to, the First
Amendment of the Constitution of the United States of America.

Termination of Agreement. Thxs Agreement may be terminated by either party at any time upon written notice to the
other party. Except where expressly limited to the term of this Agreement, these Terms and Conditions shall survive the
termination of this Agreement.

No Third-Party Beneficiaries. Nothing in this Agreement, or-the rating when issued, is intended or should be construed

- as creating any rights on behalf of any third parties, including, without limitation, any recipient of the rating. No person

is intended as a third party beneficiary of this Agreement or of the rating when issued.

Binding Effect. This Agreement shall be bmdmg on, and inure to the benefit of, the parties hereto and their successors and
assigns.

- Severability. Inthe event that any term or provision of this Agreement shall be held to be invalid, void, or unenforceable,

)

then the remainder of this Agreement shall not be affected, impaired, or invalidated, and each such term and provision
shall be valid and enforceable to the fullest extent permitted by law.

Amendments. This Agreement may not be amended except in a writing signed by authorized representatives of Eoth parties.

Governing Law. This Agreement and the rating letter shall be governed by the internal laws of the State of New York.
The parties irrevocably agree that the state and federal courts of New York located in the County of New York shall be
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~~~the exclusive forums for any dispute arising out of or relating to this Agreement and the parties hereby consent to the
Jersonal jurisdiction of such courts.

»
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Summary:
Sacramento Suburban Water District,

California; Joint Criteria; Water/Sewer

Credit Profile

U ANSPUR

Rationale

Standard & Poot's Ratings Services affirmed its 'AA’ rating on Sacramento Suburban Water District, Calif.'s
outstanding series 2009B refunding revenue certificates of participation {COPs), and its 'AA' underlying rating
{SPUR) on the district's outstanding series 2009A and 2008A-2 certificates of participation (COPs).

In addition, Standard & Poor's affirmed its "AAA/A-1"' dual rating on the district's series 2009A COPs based on our
joint criteria with medium correlation between the two obligors that are required to make debt service payments on
the debt: Sumitomo Mitsui Banking Corporation, as provider of a letter of credit (LOC), and the Sacramento
Suburban Water District, which are severally obligated to make debt service payments on the bonds. The 'A-1'
short-term component of the rating is based solely on the rating of the LOC bank. The bonds were initially issued in
the weekly interest rate mode but may convert to another interest rate. While in' the weekly rate, the bondholders
have tender options with appropriate notice to the tender agent. Bonds may be called due to mandatory tender or
optional or mandatory redemption. '

Standard & Poor's also affirmed its 'AAA/A-2' dual rating on the district's series

2008A-2 COPs. The long-term component of the series 2008A-2 rating reflects our view of the strength of the joint
support of the Sacramento Suburban Water District's creditworthiness and the enhancement in the form of an LOC
provided by Allied Irish Banks, PLC. (A-/Negative/A-2). The joint 'criteria rating was derived from the low
correlation table, based on our view of the low credit correlation between the district and the LOC provider.
Furthermore, the short-term component of the rating is based on our view of the liquidity support provided by the
LOC. The LOC is initially sized to provide coverage for al] principal and intetest payments and for the purchase
price on certificates that are not successfully tendered for a maximum of 54 days at 12%, while certificates bear
interest in the weekly mode. The LOC will provide enhancement for the bonds while they bear interest in the weekly
interest rate mode. Unenhanced modes for which the certificates may bear interest include daily, weekly, short-term,
long-term, or auction-rate. Certificate holders can tender their certificates while in the daily or weekly modes. The
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certificates are also subject to mandatory tender upon the following events:

» Conversion to anather interest rate mode;
o Substitution, termination or expiration of the LOC; and
» Occurrence of an event of default under the reimbursement agreement.

The underlying and dual raﬁngs on the district are affirmed in anticipation of the substitution of the LOC on the
district's series 2008A-2 bonds, whereby the LOC provided by Allied Irish Banks, PLC is replaced with an LOC
provided by Union Bank, N.A. (A+/Stable/A-1). On or about September 8, 2010, upon the delivery of a new LOC
by Union Bank and our review and analysis of the bond documents, we currently believe that the rating on the
bonds will likely reflect the short-term rating on Union Bank, and the long-term rating will likely reflect the joint

criteria rating derived from the low correlation table, based on the low correlation between the district and Union
Bank.

The 'AA' rating and underlying rating (SPUR) on the bonds reflects our view of the district's:
Broad service area that encompasses a nearly fully developed portion of Sacramento’s nottheastern suburbs;

Strong debt service coverage of 3.3x based on the audited 2009 period ending December 31, with no additional
bonds planned;

Extremely strong cash position that provides for over three years' worth of expenditures; and
Ample water supply.

Partially offsetting the above is our view of the interest rate risk associated with the variable-rate mode of various
outstanding bonds-and what we consider to be a significant downturn in the regional economic base.

The COPs represent an interest in the district's net revenues,

The Sacramento Suburban Water District was formed in 2002 when two neighboring water districts, formerly

- known as the Northridge Water District and the Arcade Water District, consolidated. The individual districts had

outstanding debt priot to consolidation that was senior to the district's bonds. All debt has been refunded and is
NOW on parity.

Sacramento Suburban Water District serves a residential population of 158,000 in the northeastern portion of the
Sacramento metropolitan area, including two service aréas: the North Service Area and the South Service Area. The
district includes a small section of the city of Sacramento and other communities. The area is virtually fully
developed, with only a small number of parcels still available for new construction. Because the district covers a

suburb of California's capital city, employment opportunities are dominated by government and consulting.

Historically these sectors have demonstrated stability but the current economic downturn has impacted even these
stable employers. County median household effective buying income levels are in our view strong at about 11%
above the U.S. average although the county's unemployment rate was 11.3% in 2009, well above 2007 levels of
5.4%.

The district serves its customers through 44,147 water connections. Water supply consists largely of water pumped
from the natural underground aquifer, with additional supply available from the Placer County Water Agency and
the city of Sacramento. To take full advantage of the district's access to its groundwater basin, we understand that

www.standardandpoors.com/ratingsdirect 3
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the district is investigating possibilities of storing water in the ground during wet periods and making it available for
dryer periods. According to the district, further expansion of this practice could provide the district with a strong
alternate revenue source.

Finances and Debt 4

The district's finances have in our view improved greatly since the merger, and coverage has reached what we
consider a very strong 3.3x debt service coverage based on audited fiscal 2009 numbers ending December-31.
District projections indicate coverage remaining around 3.3x. The district's current audited unrestricted cash
position is also, in our view, strong with $51 million, or approximately three yeérs, of cash and investments on
hand. We believe this strong cash positions acts as an important hedge against variable 'intcre‘st rate and swap
exposure. The district's internal policy requires a minimum cash position of $50 million to fund capital needs,
provide for an operations and maintenance reserve and to hedge against interest rate fluctuations as indicated above.

The district's finances are a result of several double-digit rate increases, not only in 2004 and 2006 at 18% and
16%, respectively, but three rate increases in 2007, 2008, and 2009 that com_bine&l for a 43% increase. The district's
most recent rate increase was a 13% increase effective Jan. 1, 2009. The current monthly flat rate for 4n average
single-family residence is $49.51. The district is currently doing a rate study to determine future rate increases, but
the primary driver is to determine what rates are necessary to fund capital needs.

The district has no future debt plans. With increased net revenues, the district anticipates funding its capital plan
solely through current revenues rather than issuing debt. The district anticipates spending roughly $17 million
annually from fiscal 2010 through 2014. The district expects that currently projected net revenues will be sufficient
to pay both debt service and cover its capital needs without any notable draws on cash. '

Sacramento Suburban Water District most recently issued its 2009B COPs to refund its 2005A water revenue bonds
that were issued as auction-rate debt and were synthetically fixed through an interest rate swap through 2028. When
the bonds were refunded, the district maintained the swap. The district's swap portfolio has been assigned a debt
derivative profile score of '2', on a four-point scale where '1! represents the lowest risk, indicating our beli:ef that the
swap does not have a meaningful impact on the district’s credit quality. The costs associated with converting the
bonds and keeping the swap in place are, in our view, negligible.

Outlook

The outlook reflects Standard & Poor's expectation that the district will maintain its strong coverage and ¢ash
reserves. Further strengthening the stability of the credit is our view of its good water supply and its location within
the deep and diverse Sacramento County MSA.

Related Criteria And Research

USPF Criteria: Standard & Poor’s Revises Criteria For Rating Water, Sewer; And Drainage Utility Revenue Bonds,
Sept. 15, 2008

Criteria: Methodology And Assumptions: Approach To Evaluating Letter Of Credit-Supported Debt, July 6, 2009

Criteria: Joint Support Criteria Update, April 22, 2009
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Complete ratings information is available to RatingsDirect subscribers on the Global Credit Portal at
www.globalcreditportal.com and RatingsDirect subscribers at www.ratingsdirect.com. All ratings affected by this
rating action can be found on Standard & Poor's public Web site at www.standardandpoors.com, Use the Ratings
search box located in the left column.
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Exhibit 10 . PL - Fin 003

Sacramento Suburban Water District

Investment Policy

Adopted: December 16, 2002
Revised: November 21, 2005, August 20, 2007; Augustl7, 2009

100.00

200.00

210.00

220.00

230.00

Investment Authority

In accordance with section 53600 et. seq. of the Government Code of the State of
California (Government Code), the authority to invest public funds is expressly
delegated to the Board of Directors for subsequent re-delegation to the Director of
Finance/District Treasurer. Investments by the Director of Finance/District
Treasurer, or his designee, pursuant to the delegation made by this Investment Policy -
are limited to those instruments described herein (the “Policy™).

Statement of Objectives

In order of importance, four fundamental criteria will be followed in the investment
program: :

Safety of Principal

Investments will be undertaken in a manner which first seeks to ensure the
preservation of capital in the portfolio. Each investment transaction will be entered
into seeking quality in issuer and in underlying security or collateral. Market risk will
be reduced by diversifying the portfolio, by limiting the average maturity of the
portfolio, by limiting the maximum maturity of any one security and by performing
cash flow analyses to avoid the need to sell securities prior to maturity.

Liquidity

Investments will be made with maturity dates compatible with cash flow
requirements to permit conversion to cash without a significant loss in value.

Interest Rate Risk Hedging

The investment portfolio will be designed with the objective of mitigating interest
rate risk that arises due to adjustable rate debt financing or other contractual
arrangements, commensurate with the investment risk constraints and the cash flow
characteristics of the portfolio.

Investment Policy Page 1 of 14
Revised: August 17, 2009



240.00

300.00
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420.00

Return on Investment

The investment portfolio will be designed with the objective of attaining a rate of
return throughout budgetary and economic cycles, commensurate with the investment
risk constraints and the cash flow characteristics of the portfolio.

Prudent Investor Standard

Investments will be made with judgment and care, under circumstances then
prevailing, which persons of prudence, discretion and intelligence would exercise in
the management of their own affairs, not for speculation, but for investment,
considering the probable income and the safety of the capital to be invested. This
standard will be applied in all investment decisions, including those related to
hedging interest rate risks associated with debt financing.

Portfolio Management

Any reference to the portfolio will mean the total of the cash and securities under
management by the Director of Finance/District Treasurer, excluding cash and
securities held in escrow or in trust on behalf of the District. Any reference to
Director of Finance/District Treasurer herein will include histher designee or
designees (such as a professional portfolio manager or financial advisor.) The
Director of Finance/District Treasurer may invest in any security authorized for
investment under this Policy, subject to the limitations described below:

Maturity Limitations

a. With the exception of securities underlying repurchase agreements, mortgage
obhgat1ons and asset backed securities, the Director of Finance/District Treasurer
is authorized to invest the District’s fund balances to a maximum term of five
years, unless a longer maturity would be warranted for interest rate risk hedging
purposes. Investment of bond proceeds held by the bond Trustee such as bond
reserve funds, construction funds or funds established for the refunding and
defeasance of bonds, shall be subject to the applicable provisions set forth in the
bond agreements, rather than the provisions of Government Code.

b. For certain instruments, the term of the investment is limited by market
convention or as otherwise prescribed herein.

c. Except for interest rate risk hedging purposes, not more than 20 percent of the
portfolio will consist of securities with a term to maturity in excess of three years,
after deducting the bond proceed funds noted in section 410.00 a above.

Purchase and Sale of Securities

a. Information concerning investment opportunities and market developments will

Investment Policy ' ) Page 2 of 14
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be gained by maintaining contact with the financial community together with

information provided by financial advisors to the District.

The purchase of any investment other than those purchased directly from the
issuer will be, to the extent possible, purchases from a firm designated as a
Primary Dealer (dealers) by the Federal Reserve Bank of New York.

All dealers will be required to provide confirmations of all purchases or sales
directly to the Director of Finance/District Treasurer.

Initially and when there are material changes to this Policy, the Director of
Finance/District Treasurer will transmit a copy of the current Policy to its
professional portfolio manager or financial advisor requiring them to return a
signed statement indicating receipt and understanding of the Policy.

When practicable, the Director of Finance/District Treasurer will solicit more than

one quotation on each trade. Investment trades will be awarded on a competitive
bid basis.

Prohibited investments include inverse floaters, range notes, interest only strips
derived from a pool of mortgages (Collateralized Mortgage Obligations), and any
security that could result in zero interest accrual if held to matlmty (Zero interest
accrual means the security has the potential to realize zero earnings through its
maturity.)

430.00 - Exchange of Securities

An exchange of securities is a shift of assets from one instrument to another and may
be done for a variety of reasons, such as for interest rate risk hedging purposes, to
increase yield, lengthen or shorten maturities, to realize a profit or to increase
investment quality. In no instance will an exchange be undertaken for speculative
purposes. Exchanges, to the extent practicable, will be simultaneous (same day
execution of sale and purchase).

440.00  Portfolio Adjustments

a.

Investment Policy

Portfolio percentage limitations for each category of investment are applicable
only at the date of purchase. Should an investment percentage of portfolio
limitation be exceeded due to an incident such as a fluctuation in portfolio size,
the affected securities may be held to maturity to avoid losses.

When no loss is indicated, the Director of Finance/District Treasurer will consider

restructuring the portfolio basing his/her decision in part on the expected length of
time the portfolio will be imbalanced.

Page3 of 14 |
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450.00

- 500.00

501.00

Investment Policy

C.

Should a security held in the portfolio be downgraded below the minimum criteria
included in this Policy, the Director of Finance/District Treasurer will sell such
security in a manner to minimize losses on the sale. If the security is downgraded
to a level that is less than investment grade, the Director of Finance/District

- Treasurer shall sell the affected security at the earliest opportune moment. If the

security matures within 60 days of the rating change, the Director of
Finance/District Treasurer may choose not to sell the security.

The Director of Finance/District Treasurer may at any time further restrict the
securities approved for investment as deemed appropriate. From time to time it
may be necessary for the Director of Finance/District Treasurer to exceed the
District’s percentage of portfolio limitations set forth in this Policy due to
irregular flows of cash, or when economic conditions suggest restructuring the
portfolio, or when necessary for interest rate risk hedging purposes. In these
cases, the Director of Finance/District Treasurer will inform the Board of such
actions but in no case will any category of investments exceed the percentage
limitations set forth in the Government Code.

Safekeeping

a.

All securities tfansactions, including collateral, for repurchase agreements entered
into by the District will be conducted on a delivery versus payment (DVP) basis.

Securities will be held in safekeeping pﬁrsuant to a safekeeping agreement by an
independent custodian, which does not act as a principal or secondary broker-
dealer. '

All financial institutions which provide safekeeping services for the District will
be required to provide reports or safekeeping receipts directly to the Director of
Finance/District Treasurer to verify securities taken into their possession.

A counter-party bank’s trust department or separate safekeeping department may
be used for physical delivery of a security, providing the security is held in the
District’s name.

Authorized Investments

The following are types of securities that may be purchased subject to the limitations

specified. A summary of these security types and the percentage-of-portfolio
limitations is shown in Appendix A.

U.S. Government, Agencies, and Government Sponsored Enterprises

a.

Investments in U.S. Treasury obligations will not be subject to any limitations.
Purchases may be affected through the Federal Book Entry System which
includes acceptance of a Federal Reserve receipt on behalf of the District.

Page 4 of 14
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b.

Investments in direct obligations of federal agencies guaranteed by the U.S.
Government will not be subject to any limitations. (See Appendix B).

Investments in federal agency obligations not explicitly guaranteed by the U.S.
Government will not be subject to any limitations. (See Appendix B).

Investments in government sponsored enterprise obligations not explicitly
guaranteed by the U.S. Government will not be subject to any limitations. (See
Appendix B). ‘

502.00  Bankers’ Acceptances

Restrictions are as follows:

a.

Investments in prime bankers’ acceptances will not exceed 40 percent of the
portfolio in effect immediately after any such investment is made, unless
necessary for interest rate risk hedging purposes.

No more than 25 percent of this category of investments may be invested in any
one commercial bank’s acceptances.

Eligibility will be limited to those financial institutions which maintain ratings

~equivalent to Thompson BankWatch Services of “B” or better or have its long-

term debt rated no lower than “A2” by Moody’s Investors Services or “A” by
Standard & Poor’s Corporation.

.. The maximum maturity will be limited to 180 days, unless necessary for interest

rate risk hedging purposes.

503.00  Negotiable Certificates of Deposit

Restrictions are as follows:

a.

Investment Policy

Investments in negotiable certificates of deposit will not exceed 30 percent of the
total portfolio in effect immediately after any such investment is made, unless
necessary for interest rate risk hedging purposes

The total investment in an eligible ﬁnancnal institution will not exceed 25 percent
of the total portfolio available for investment in this investment category.

To be eligible, a certificate of deposit must be issued by a na’uonally or state-

chartered bank, a state or federal savings and loan association or savings bank, or
a state-licensed branch of a foreign bank.

Page 5 of 14
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Eligibility will be limited to those financial institutions which maintain ratings
equivalent to Thompson BankWatch Services of “B” or better or have their long-

~ term debt rated no lower than “A2” by Moody’s Investors Services or “A” by

Standard & Poor’s Corporation.

The investment will not exceed the shareholders® equity of any depository bank.
For the purpose of this constraint, shareholders’ equity will be deemed to include
capital notes and debentures, -

The investment will not exceed the total of the net worth of any depository
savings and loan association, except that investments up to a total of $500,000
may be made to a savings and loan association without regard to the net worth of
that depository, if such investments are insured or secured as required by law.

The maximum maturity will be limited to five years.

504.00 Commercial Paper

Restrictions are as follows:

a.

Investment Policy

Only commercial paper of prime quality of the highest ranking or of the highest
letter and numerical rating, at the time of purchase, as provided by Moody’s
Investors Services or Standard & Poor’s Corporation may be purchased.

Investment of the commercial paper shall meet all of the following conditions in
either paragraph (1) or paragraph (2):

(1) The entity meets the following criteria:
' a. Is organized and operating in the United States as a general
corporation.
'b. Has total assets in excess of five hundred million dollars
($500,000,000.) :
c¢. Has debt other than commercial paper, if any, that is rated “A-2”,
“A” or higher by a nationally recognized rating service.

(2) The entity meets the following criteria:
a. Is organized within the United States as a special purpose
corporation, trust, or limited liability company.
b. Has a program wide credit enhancements including, but not limited
to, overcollateralization, letters of credit, or surety bond.
¢. Has commercial paper that is rated “A1”, “A+” or higher, or the
equivalent, by a nationally recognized rating service.
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. - Investments in commercial paper will not exceed 25 percent of the portfolio in

effect immediately after any such investment is made, providing that the dollar-
weighted average maturity of the entire amount does not exceed 31 days.

Each investment will not exceed 270 days maturity.

. No more than 10 percent of the outstanding commercial paper of an 1ssu1ng

corporation may be purchased.

505.00 Repurchase Agreements

A repurchase agreement is a purchase of authorized securities (other than commercial
paper) with terms including a written agreement by the seller to repurchase the
securities on a later specified date for a specified amount. Restrictions are as follows:

a.

Investment Policy

Revised: August 17,2009

The percentage limit for investment in repurchase agreements will be 50 percent
of the total portfolio, unless necessary for interest rate risk hedging purposes.

Repurchase agreements will be made only with primary dealers in government
securities or financial institutions with a Moody’s Investors Services rating of
“A2” or “A” by Standard & Poor’s Corporation. or better.

Such investments will provide for purchased securities with a market value of at
least 102 percent of the amount of the invested funds. The value will be adjusted
not less than quarterly.

Purchased securities are limited to those protected by United States Bankruptcy
Code, Treasury bills, bonds and notes, or other investments that are direct
obligations of or fully guaranteed as to principal and interest by the United States
or any agency thereof; negotiable certificates of deposit; and bankers’ acceptances
eligible for acceptance under Federal Reserve rules. Zero coupon and stripped
coupon instruments are not acceptable. o

Such investments will provide for transfer of ownership and possession of the
purchased securities either to the District directly or to a custodian depository
institution which will take record title and will establish and maintain a sub-
account in its financial records for the securities in the District’s name, and such
custodian will not be the dealer from which the securities were purchased.

Each repurchase agreement will have a valid and perfected first security interest

therein under the California Commercial Code or pursuant to the book entry
procedures described by 31 C.F.R. Part 306 and/or 31 C.F.R. Part 357.
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g.

Purchased securities will have maturities within 12 months of the date of
investment and will be rated at least “Aa2” by Moody’s Investors Services or
“AA” by Standard & Poor’s Corporation.

506.00  Time Deposits

For purposes of this policy, collateralized time deposits will be considered
investments. The following criteria will be used in evaluating financial institutions
and form of collateral to determine eligibility for deposits:

a.

b.

Investment Policy

The financial institution must have been in existence for at least five years.

Eligibility for deposits will be limited to those financial institutions which
maintain a rating equivalent to Thompson BankWatch Service of “B” or better.

Credit requirements may be waived for a $100,000 time deposit that is federally
insured.

The deposit will not exceed the shareholders’ equity of any depository bank. For
the purpose of this constraint, shareholders’ equity will be deemed to include
capital notes and debentures.

The deposit will not exceed the total of the net worth of any depository savings
and loan association, except that deposits not exceeding a total of $500,000 may
be made to a savings and loan association without regard to the net worth of that
depository, if such deposits are insured or secured as required by law.

The total deposits will not exceed the shareholders’ equity of any depository
bank.

In order to secure such deposits, the financial institution will maintain in the
collateral pool securities having a market value of at least 10 percent in excess of
the total amount deposited.

Promissory notes secured by real estate mortgages or deeds of trust are not
acceptable as collateral.

When other factors are equal, appropriate consideration will be given to a
financial institution that either individually or as a member of a syndicate bids on
or makes a substantial investment in the District’s securities, contributes service
to the District, and offers significant assistance to the District, so as to provide for
distribution of total deposits among eligible financial institutions.

Purchased time deposits will be limited to a maximum maturity of one year.

Page 8 of 14

Revised: August 17, 2009



507.00

508.00

509.00

Investment Policy

Medium-Term Notes

Restrictions are as follows:

a.

Investment in medium-term notes are limited to corporations organized and
operating within the United. States or by depository institutions licensed by the
United States or any state and operating within the United States.

Notes eligible for investment under this subdivision will be rated in a rating
category of at least “A2” by Moody’s Investors Services or “A” by Standard &

Poor’s Corporation. Maturities greater than two years must be rated “Aa2”, “AA”
or better.

Purchases of medium-term notes may not exceed 20 percent of the portfolio,
unless necessary for interest rate risk hedging purposes.

Purchases of medium-term notes will be limited to a maximum maturity of five
years.

Mortgage Obligations and Asset Backed Securities

The District may invest in any mortgage pass-through security, collateralized
mortgage obligation, mortgage-backed or other pay-through bond, equipment lease-
backed certificate, consumer receivable pass- through certificate, or consumer
receivable-backed bond.

Restrictions are as follows:

A maximum of five years to maturity.

Securities eligible for investment will be issued by an issuer having an “A2” or

‘higher rating for the issuer’s debt by Moody’s Investors Services (“A” by

Standard & Poor’s Corporation) , with the security rated “Aa2” by Moody’s
Investors Services or “AA” by Standard & Poor’s Corporation.

Purchase of securities authorized by this subdivision may not exceed 10 percent
of the portfolio.

Local Agency Investment Fund Deposits

Deposits for the purpose of investment in the Local Agency Investment Fund of the
State Treasury may be made up to the maximum amount permitted from time to time
by State Treasury policy.
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510.00

600.00

700.00

800.00

Shares of Beneficial Interest (Money Market Funds)

The Director of Finance/District Treasurer may invest, for temporary periods pending
disbursement or reinvestment, in shares of beneficial interest issued by eligible
diversified management companies, as defined in section 80a-5 of the Internal
Revenue Code, including money market funds that are registered with the Securities
and Exchange Commission under the Investment Company Act of 1940, that invest in
securities authorized by California Government Code Sections 53601 and 53630.
These companies must meet the following criteria: : '

a. Attain the highest ranking of the highest letter and nurerical rating provided by
- not less than two nationally recognized rating agencies, or retain an investment
adviser registered with the Securities and Exchange Commission with not less

than five years experience investing in securities, with assets under management
in excess of $500 million.

b. The purchase price of the shares will not include any commission that the
companies may charge and will not exceed 15 percent of the portfolio.

¢. No more than 10 percent of the outstanding money market funds of an issuing
.corporation may be purchased.

Reporting

On a monthly basis, the Director of Finance/District Treasurer will provide a report to
the Board of Directors within 30 days following the end of the month, showing the
holdings and activity of investments, issuers, maturity dates, par and dollar amounts

invested, cash balances, amounts held by the Local Agency Investment Fund and any

other amounts under the management of contracted parties.

Grandfather Clause

Any investment held by the District at the time this Policy is adopted or amended will
not be sold to conform to any part of this Policy unless its sale is judged to be prudent
by the Director of Finance/District Treasurer. ' ’

Conflicts of Interest
The Director of Finance/District Treasurer and his designees will perform duties

under this Policy in accordance with sections 1090 and 1126 of the Government Code
as well as any other state law referred to in this policy.

Investment Policy ’ ' Page 10 of 14
Revised: August 17, 2009



900.00 Conflicts
In the event any provision of this Policy is in conflict with any of the statutes referred
to herein or any other state or federal statute, the provision of such statutes will
govern.,

1000.00 Policy Review

This policy shall be reviewed at least biennally.
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State Authorized Investments vs. District’s Statement of

APPENDIX A

Investment Policy

Revised: August 17, 2009

Percentage
Maximum By Any
Maximum | Percentage of Issuer or
Investment Type Maturity ) Portfolio Bank
U.S. Treasury Obligations:
State Code S years 100 -
District Policy S years 100 =
Federal Agencies and Government
Sponsored Enterprises: 5 years 100 --
State Code 5 years 100 - -
District Policy
Repurchase Agreements:
_ |State Code 1 year 100 -
District Policy 1 year 50 -
Bankers Acceptances:
State Code 180 days 40 30
District Policy 180 days 40 25
Commercial Paper®;
State Code 270 days 25 10
District Policy _ 270 days 25 10
Negotiable Certificates of Deposit:
State Code 5 years 30 --
District Policy S years 30 25
Medium Term Notes:
State Code 5 years 30 =
District Policy 5 years 20 25
Time Deposits:
State Code = 100 --
District Policy 1 year 100 --
Shares of Beneficial Interest:
State Code IN/A 20 10
District Policy N/A 15 10
Investment Policy Page 12 of 14



Mortgage Backed and Asset Backed

Obligations: .
State Code 5 years 20 -
District Policy 5 years 10 -~
Local Agency Investment Fund:
State Code IN/A ®) --
District Policy N/A ©) -

Note: For funds established by Indentures of Trust, the provisions of such Indentures will -

govern investments.

(1) The Government Code provides authority to the Board to permit maturities beyond 5

years. Current Board policy provides for maturities longer than 5 years for funds

established by Indentures of Trust. Under current policy, not more than 20 percent of the

portfolio may be invested in maturities longer than 3 years.

(2)  Limited to funds invested in Government Code authorized instruments.

(3)  Government Code limits the District’s investment in LAIF to $40 million for general

reserve funds. There is no limit for bond proceed funds.

Investment Policy
Revised: August 17, 2009
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APPENDIX B

Securities of Government-Sponsored Enterprises, Agencies and International Institutions

Issuer

Agency for International Development
Export-Import Bank

Farmers Home Administration

Federal Housing Administration
Financial Assistance Corporation
General Services Administration
Private Export Funding '
Smiall Business Administration

U.S. Department of Housing & Urban Development
U.S. Maritime Administration
Veterans Administration

Washington Metropolitan Area Transit

Government National Mortgage Association
Federal Farm Credit Bank

Federal Home Loan Bank

Federal Home Loan Mortgage Corporation
Federal National Mortgage Association
Financing Corporation

Resolution Funding Corporation

Student Loan Marketing Association -
Tennessee Valley Authority

U.S. Postal Service

World Bank

Investment Policy
Revised: August 17,2009

Explicit U.S. Govt.

Guarantees

(AID) " Yes

Yes
(FmHA) Yes
(FHA) Yes
(FAC) Yes
(GSA) Yes
(PEFCO) Yes
(SBA) Yes
(PHAs) Yes

Yes
(VA) Yes

Yes
(GNMA) No
(FFCB) No
(FHLB) No
(FHLMC) No
(FNMA) No
(FICO) No
(Refcorp) No
(SLMA) No
(TVA) No
(USPS) No
(WB) IBRD) No
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Exhibit 11 PL - BOD 003

Sacramento Suburban Water District

Directors’ Compensation and Expense Reimbursement Policy

Adopted: July 21, 2003

Revised: March 15, 2004; January 23, 2006; May 15, 2006, May 19, 2008; May 17, 2010

100.00

200.00

200.10

200.20

Purpose of the Policy

This document sets forth the policy of the Sacramento Suburban Water District .
concerning Directors’ compensation and the payment of actual and necessary
expenses incurred in the performance of official duties and is intended to comply with
the requirements of Government Code sections 53232 through 53232.4.

Directors’ Compensation
Amount of Compensation

Effective December 16, 2002, a member of the Board of Directors of the District will
be entitled to receive $100 per day for each day’s attendance at meetings of the
Board, or for each day’s service rendered as a member of the Board by request of the
Board, as provided in article 200.20.

Types of Service for Which Compénsation Will Be Provided

Applicable law (Government Code section 53232.1) permits the District to
compensate Directors for each day’s attendance at meetings of the Board, or for each
day’s service rendered as a Director, subject to a written policy adopted in a public
meeting. A Director can be compensated for up to 10 days per calendar month of
service in accordance with the Board’s adoption of an Ordinance No. 02-01. (Water
Code section 20202.) The District encourages Directors to take advantage of
opportunities to be informed concerning matters of interest to the District, and to
inform others of the activities and interests of the District. The General Manager or
his or her designee will provide to the Board on a monthly basis a list of meetings
attended by each Director for which the Director was compensated under this policy.

Directors will be compensated (for up to 10 days per calendar month) for attending
the following types of meetings:

a.  Meetings of the Board of Directors of the District and the Board of Directors
of the Sacramento Suburban Water District Financing Corporation;

b.  Committee meétings of the Board, attended by a member of the committee;

Directors’ Compensation and Expense Reimbursement Policy Page 1 of 7
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300.00

300.10

c.  Other meetings necessary for the disposition of duties assigned to a Board
committee, attended by a member of the committee;

d.  Meetings of other governmental entities, associations or duly-recognized
committees on which the District is officially represented, attended by the
liaison representative of the Board and/or the liaison representative alternate
who has been appointed to represent the District on the governmental entity
or committee (both liaison representative and liaison representative alternate
should attend all meetings to be informed on the issues and therefore both
will be compensated for attending those meetings);

e.  Conferences, seminars and other events held within the State of California
that are sponsored by industry associations or nonprofit entities for the
purpose of discussing relevant water issues, including days while attending
the conference, seminar or event, but excluding days in transit to or from the
conference, seminar or event (attendance at conferences, seminars and
events held outside the State of California will be approved by the Board of
Directors on a case-by-case basis); '

f.  Educational training, seminars, and courses designed to improve Directors’
understanding of District business and their obligations as public officials,

including ethics training mandated under Government Code section
53235(a); and

g  Meetings or office visits of a substantial duration concerning substantive

District business as requested and approved for payment by the General
Manager. |

Reimbursement of Directors’ Expenses
Policy and General Rules

The District encourages Directors to attend conferences, seminars and other meetings
that require their participation or provide an opportunity to be informed concerning
matters of interest to the District. Each Director is entitled to reimbursement for the
amount of the reasonable and prudent expenditures (i.e., registration fees, travel,
meals, lodging, and other actual and necessary expenses) incurred in the performance
of his or her official duties. In accordance with California law, the District does not
reimburse for expenses incurred by Directors’ spouses, domestic partners, or other
family members or other Director personal expenses such as charitable contributions,

non-mileage vehicle expenses, or the personal portion of any trip otherwise related to
District business.

The District’s annual budget will set an appropriate level of funding for payment of
Directors® expenses. A Director will not be entitled to receive in excess of $2,500 per
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300.20

fiscal year for reimbursable expenses, exclusive of registration fees, unless the Board
of Directors preapproves a Director’s request to increase this amount for the
applicable fiscal year. A maximum of five paid meeting days per conference will be
allowed with the following exception: ancillary programs that are not a part of the
main conference (e.g. ACWA/JPIA meetings). The General Manager or his or her

designee will be responsible for ensuring that the budgeted amount is not exceeded
without approval of the Board.

Any exceptions for expenses that do not come within the District’s expense
reimbursement policy must be approved by the Board in a public meeting in advance
of the time when the expense will be incurred. (Government Code, §53232.2, subd.
(D.) Any question concerning the propriety of a particular expense should be resolved
by the Board before the expense is incurred.

Reimburseable Expenses

Director’s direct expenses for attendance at meetings and events authorized by this
policy, including registration fees, reasonable travel, lodging, and meal costs, and
other actual necessary expenses, will be paid by the District in accordance with the
guidelines and per diem rates for an accountable expense reimbursement plan as
defined in the United States Internal Revenue Service’s Publication 463 (“Travel,
Entertainment, Gift and Car Expenses”) and Publication 1542 (“Per Diem Rates (For
Travel Within the Continental United States™) (collectively, the “IRS Publications”).
A copy of the current IRS Publications can be obtained from the District Treasurer.

The following expenses are authorized business-related expenditures:

a.  Personal Vehicle Mileage. A Director will be reimbursed for actual vehicle
travel miles at the rate authorized under the IRS Publications for all
meetings attended and services provided as defined in article 200.20,
Director’s Compensation, above. A Director will be considered to have
accounted for personal vehicle expenses by indicating the actual miles:
traveled, the business purpose of the travel, and the date of travel on the
approved District expense reimbursement form and submitted in accordance
with article 300.10. The District will not reimburse Directors for any other
personal vehicle expenses.

b.  Hotel Expenses. A Director will be reimbursed for reasonable lodging
expenses incurred in accordance with this Policy when a Director attends
conferences, seminars or meetings, if the Director stays at the hotel or other
lodging listed in the event’s registration materials at the group rate obtained
for the event. If a Director travels on District business for which no hotel is
designated or is unable to book lodging at a specified conference rate, he or
she may either (a) be reimbursed at the per diem hotel rate provided in the
IRS Publications for the city in which the hotel is located; or (b) use the
Director’s personal funds to pay for hotel charges, in which case the District
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will reimburse the Director for actual charges, but only up to three times the

maximum per diem hotel rate provided for in the IRS Publications for the
event Jocation.

¢.  Meals. A Director may be reimbursed for the cost of meals while attending
authorized conferences, seminars or meetings away from the District based
on the per meal rate provided for in the IRS Publications. A Director may
either (a) report meals at the IRS per diem rate or (b) use the Director’s
personal funds to pay for meals, in which case the District will reimburse
the Director for actual charges, but only up to three times the maximum per
diem meal rates provided for in the IRS Publications. If a Director is not
traveling for a full day, defined as from 12:01 a.m. to 12:00 Midnight, the
per diem meal/incidental allowance will be prorated according to the actual
hours of travel unless a Director uses his or her personal funds to pay for
meals, in which case the District will reimburse the Director for actual
charges for meals incurred while traveling, but only up to three times the
maximum meal rate provided for in the IRS Publications.

d. Incidental Allowance. Tips for meals will be reimbursed up to a maximum
of 15% of the cost of the reimbursable portion of any meal in accordance
with the tip shown on the receipt attached to an expense reporting form.
The District will reimburse a Director for tips actually given up to $1 per
bag for baggage porters and bellhops and up to $5 per day for hotel
housekeepers. A Director may be reimbursed for toll charges and parking
fees up to the actual amount expended.

e. Common Carrier Travel. When personal vehicle use for District business is
impractical due to time and/or distance, a Director may use regularly-
scheduled commercial carriers for travel. Consistent with scheduling needs
and the most-direct route, a Director traveling by plane, train, rental vehicle,
bus, or taxi will travel by the least-expensive fare actually available for the
date and time of the travel. When possible, travel should be planned in
advance to permit use of advance fares. Long-term parking must be used at
airports for travel exceeding 24 hours. A Director may use his or her
personal funds to purchase the fare, in which case the District will reimburse
the Director for the actual amount of the fare, if properly reported in
accordance with article 300.10.

f.  Telephone/Fax/Cellular/Internet. A Director will be reimbursed for actual
telephone, fax and reasonable internet expenses incurred for District
business. Telephone bills should identify which calls were made for District
business. For cellular calls when the Director has a particular number of
minutes included in the Director’s plan, the Director can identify the
percentage of calls made for District business. '
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300.30  Expense Reporting Procedures

In order to be reimbursed for any expense authorized under this. Policy, within 60
days of incurring the expense, a Director must fill out and sign a District-provided
expense repott form available from the Finance Department. The expense report form
is designed to ensure that Directors’ expense reimbursements comply with the
requirements of Government Code section 53232.3 and the IRS Publications.
Accordingly, the General Manager will review each expense report form, and sign -
indicating compliance with the requirements of this policy. In all cases where a
Director seeks reimbursement for expenses incurred while attending a conference,
seminar or other meeting, a copy of the conference registration form must either be
attached to his or her expense report or on file at the District (e.g. copy attached to
check request or purchasing card paperwork). In addition, a Director will be required
to attach the following documentation to his or her expense reimbursement report as a
condition of receiving reimbursement for an appropriately-incurred business expense:

~a. Personal Vehicle Mileage. A Director will not be required to attach any
additional documentation to the expense report.

b. Lodging Expenses. If a Director wishes to be reimbursed for lodging
expenses, he or she must attach to the expense report an itemized bill issued
by the hotel and a copy of the credit card receipt or other proof of the
Director’s payment. Except when attending a conference, seminar or other
meeting and using the available group rate booked for the event, the District
will reimburse a Director only for the actual amount of the hotel expenses
incurred up to a maximum amount equal to three times the applicable per
diem rate shown in the IRS Publications.

c.  Meal Expenses. If a Director wishes to be reimbursed for meal expenses at
the IRS per diem rate, he or she may fill out the expense report form and
claim the expense without further documentation. If a Director pays for
meals with his or her own funds, he or she must attach to the expense report
an itemized bill, copy of a credit card receipt or other proof of the Director’s
payment. In such cases, the District will reimburse a Director only for the
actual amount of the meal expense incurred up to a maximum amount of -
three times the applicable per diem rate shown in the IRS Publications.

d. Common Carrier Travel. A Director must attach to his or her expense report
the fare, coupon, or itemized bill from a travel agency, airline, rental
vehicle, bus or train showing the actual amount expended for such travel.

e.  Incidental Expenses. Whenever possible, a Director should obtain a receipt
for incidental expenses such as tolls and parking fees. For incidental
expenses where no receipt is available, such as tips, and parking meter costs,
a reimbursement request for such expenses may be claimed on the District
approved expense report. Certification that such expenses were related to
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300.50

District business, reasonable, appropriate, and actually incurred by the
Director will be made when signing the District approved expense report
form. ,

In all cases where the District pre-pays a Director’s expenses for purposes authorized
by this Policy, the Director will remain responsible for filing an expense report and
attaching the appropriate documentation obtained by the Director in conformance
with paragraphs a through ¢ above. Flat-rate advances or payments of expenses are
prohibited under Government Code section 53232.2, except for per diem payments
authorized in accordance with the IRS Publications.

A Director must substantiate all expenses on an expense report with the appropriate
documentation attached within 60 days of incurring or paying the expense. Any mis-
or late-reported expenses incurred by a Director will not meet the requirements of the
IRS Publications and will be considered income to the affected Director. To comply
with the applicable tax laws, the District will be required to issue to a Director a Form
W-2 reporting all mis- or late-reported expenses as income.

Disclosure

To implement the reporting requirements of Government Code section 53232.3, the
District will prepare a list of the meetings attended by each Director for which the
District provided compensation, and a list of the amount and purpose of each expense
reimbursement paid by the District to each Director. This information will be
included with the agenda materials for each regular monthly Board of Directors
meeting. At the next regular Board meeting, Directors also must provide either an
oral or written report of meetings and other authotized events attended for which they
were compensated or reimbursed by the District. If multiple officials attended the
same event, a joint report may be made.

All expenses are subject to verification that they comply with this Policy. Directors
should keep in mind that some expenditures may be subject to reporting under the
Political Reform Act and other laws. All District expenditures are public records
subject to disclosure under the Public Records Act, except that the District will ensure
that no Director personal information, such as credit card numbers and home
addresses, is provided to the public in the event of a request for such records.

Penalties

Government Code Section 53232.4 defines the penalties for falsifying or misusing
public funds. The penalties include: (1) loss of the violator’s reimbursement
privileges; (2) restitution of misused District funds; (3) civil penalties of up to $1,000
per day for each day of violation and three times the value of the public resources
misused; and (4) criminal prosecution and lifetime bar from holding public office.
The Board will report any violation of this Policy to the appropriate authorities.
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400.00  Policy Review

This Policy shall be reviewed at least biennially.
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Exhibit 12

Summary of District Information

Population 168,000
Area Served 36 sq. mi.
Number of Water Meters 23,235 meters/44,147 total conn.

. Percent of Connections Metered 52.6% ‘
Fluoridate Water ' Yes; South Service Area Only
Water Supply Source Groundwater & Treated Surface Water
Total Annual Water Consumption 10,637 mg./2009 .

Average Monthly Consumption 886 mg./2009

“Average Demand (Gallons per 20,509 gpm./2009

Minute-gpm) 45,120 gpm peak/2009

Average Peak Demand

Average Use per Meter per day

916 gp.d/metered acct./2009

“Miles of Distribution Lines
Average Age

682 Miles/38 Years

Miles of Transmission Lines
Average Age

52 Miles/15 yéars

Number of Wells
Average Age

89 Active Wells/41 years

Number of Storage Tanks
Average Age
~_Total Storage Capacity

7 Storage Tanks/36 years/15.9 mg

Average Water Pressure 55 psi

Average Revenue per $992.54 per cust./2009 average
Meter/Customer

Debt Service per Customer $136.15 per customer/yr.
Annual Revenue $43.8 million/2009
Annual Surcharge Revenue $970,926.00/2009
Annual Operation and Maintenance

Costs

$16.8 million/2009

Annual Average Capital Costs

Apprx. $24 million/yr.

Annual Pipeline Replacement

Average 39,450 lin. Ft./yr.

Average Annual Operating Reserve

$19 million aver./yr.

Annual Number of Leaks per Mile 0.36 Leaks/mile; 2009
Average Surplus Production Capacity 19,000 gpm
Compliance with CDPH Standards Yes




