AGENDA
EASTERN MUNICIPAL WATER DISTRICT
BOARD OF DIRECTORS
(REGULAR MEETINGS HELD THE FIRST AND THIRD WEDNESDAY OF EACH MONTH)

REGULAR MEETING
APRIL 7, 2021
9:00 AM
Please note this meeting will be conducted pursuant to the provisions of Executive Order N-2530 issued by Governor Gavin Newsom on March 12, 2020, governing protocol for
teleconferenced meetings. Certain board members may be calling in to this meeting by
telephone. Any member of the public can observe and participate in this meeting by attending
the meeting at 2270 Trumble Road, Perris, CA 92570. Any member of the public wishing to make
any comments to the Board may do so in person or by using the following call-in number: (951)
384-0840 Conference ID: 771 651 765#. All votes taken during today’s meeting will be
conducted by oral roll call.
PLEDGE OF ALLEGIANCE
CALL TO ORDER

9:00 AM
2270 Trumble Road, Perris, CA 92570

INTRODUCTION OF GUESTS - PUBLIC AFFAIRS OFFICER
I.

PUBLIC COMMENTS
Any subject within the jurisdiction of EMWD. Speakers are required to limit comments
to 3 minutes.

II.

EXECUTIVE REPORTS
A. General Manager's Report (Jones)
B. DGMs / AGMs Reports (Kanetis, Nomura, Mouawad, Wall)

III.

CONSENT CALENDAR
A. Approve Board Meeting Minutes
1. Board of Directors - Regular Meeting - Mar 17, 2021 9:00 AM

Eastern Municipal Water District

Page 1

Updated 4/7/2021 6:42 AM

EMWD Agenda

Board of Directors

April 7, 2021

B. February Meeting Summary and Expense Reports of the Board of Directors; Expense
Report of the General Manager (Jones)
C. Approve and Authorize a Contract with SS Mechanical Construction Corp.,
($480,296) for the Temecula Valley Regional Water Reclamation Facility Gravity
Filter Media Replacement, for a Total Project Cost Not to Exceed $564,000
(Wall/Melendrez)
D. Approve and Authorize Amendment to Agreement with Carollo Engineers ($87,062)
for the Final Design of the Moreno Valley Regional Water Reclamation Facility Plant
2B Equipping Project
and
Additional Appropriation of $289,819
(Mouawad/Jorgensen)
E. Approve and Authorize a Lease Amendment with T-Mobile West Tower LLC, for an
Additional Tenant at the District's Walnut Tank Facility (Nomura/Howell)
F. Approve and Authorize a One-Year Extension and the Addition of $272,000 to
Agreement No. 102956 with Xerox Corporation for Document and Production
Equipment Lease Services (Nomura/Howell)
G. Approve and Authorize an Additional Appropriation of $69,000 with eVerge Group
LLC (eVerge) for a Total Three-Year Contract Amount of $613,190 (Nomura/Malone)
H. Approve and Authorize Second Amendment to the Interagency Agreement with
Western Municipal Water District for Intertie Connections to Serve March Air
Reserve Base Area Development, Subject to Non-substantive Changes
(Mouawad/Wallace)
IV.

ACTION CALENDAR
A. Adopt a Proposed Resolution Amending the EMWD Administrative Code, Title 3
Article 8, Comprehensive Debt Policy (Nomura/Adams)
B. Approve and Authorize a Three-Year Contract with Lance, Soll & Lunghard, LLP for
Professional Auditing Services, with Two Optional Renewal Years (Nomura/Adams)
C. Adopt a Proposed Resolution Adopting the Eastern Municipal Water District Reserve
Policy (Nomura/Adams)
D. Approve and Authorize Award of Contract with Kirtley Construction, Inc., dba TK
Construction ($734,050), Under Specification No. 1466W, Wells 206, 207, 208, and
209 Raw Water Conveyance Pipelines – Phase 1 and Additional Appropriation in the
Amount of $1,091,429 (Mouawad/Kowalski)

V.

INFORMATION ITEMS / PRESENTATIONS
A. General Manager Proposed Transition Activities (Jones)
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B. Customer Information and Billing System Replacement Informational Update
(Nomura/Howell)
VI.

RECEIVE AND FILE
A. Reports
1. Quarterly Risk Management and Legal Fees through the Second Quarter, Fiscal
Year 2020-21 (Kanetis/Hefley)
2. Change Orders to Specifications (Mouawad)
B. Committee Meeting Notes
1. Board Executive Committee - Regular Meeting - Mar 18, 2021 7:30 AM
2. Board Administrative Committee - Special Meeting - Mar 18, 2021 9:00 AM
3. Board Operations and Engineering Committee - Regular Meeting - Mar 25, 2021
3:30 PM
4. Board Administrative Committee - Regular Meeting - Apr 1, 2021 4:00 PM

VII.

CALENDAR REVIEW / DIRECTOR ATTENDANCE REPORTS
A. Board Calendar Review (Perkins)
B. Meetings (Armstrong)
1. Association of California Water Agencies Federal Water Issues Session 2:
Regulatory Landscape - March 24
2. Budget and Rates Discussion - March 24
3. Rural Menifee Groundwater Conditions and Highway 74 Mathews Booster
Station/Pipeline Briefing - March 24
4. Association of California Water Agencies Federal Water Issues Webinar - March
31
5. Water Infrastructure Meeting with Supervisor Jeffries - March 31
C. Meetings (Corona)
1. EMWD and Rancho California Water District Ad Hoc Committee Meeting - April 6
D. Meetings (Paule)
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1. EMWD and Western Municipal Water District Joint Committee Meeting - March
18
2. EMWD State Legislative Meetings - March 19
3. EMWD Outreach Update with April Coady - March 22
4. Well 59 Event - March 22
5. Western Riverside County Economic Development Corporation Steering
Committee - March 25
6. Western Riverside Council of Governments Executive Committee Meeting - April
5
E. EMWD Meetings (Record)
1. Diamond Valley Lake Memorandum of Intent Implementation Committee
Meeting - March 24
2. EMWD and Rancho California Water District Ad Hoc Committee Meeting - April 6
F. MWD Meetings (Record)
1. Special Executive Committee Meeting - April 5
G. Meetings (Slawson)
1. EMWD and Western Municipal Water District Joint Committee Meeting - March
18
2. Moreno Valley Chamber of Commerce Meeting - March 24
3. Moreno Valley Hispanic Chamber Business and Community Resource Meeting April 2
4. Santa Ana Watershed Project Authority Commission Workshop - April 6
VIII.

DIRECTOR'S COMMENTS / FUTURE AGENDA ITEMS

IX.

CLOSED SESSION
A. Quarterly Risk Management and Legal Fees through the First Quarter, Fiscal Year
2020-21
Anticipated Litigation
Government Code Section 54956.9(b)
Significant Exposure to Litigation (19 claims)
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B. Existing Litigation
Conference with Legal Counsel
Government Section Code 54956.9
Henderson v. Eastern Municipal Water District (City of Menifee, County of Riverside)
Case No. RIC2000859
C. General Manager Recruitment Update
Government Code Section 54957: Public Employment
X.

ADJOURNMENT
Adjourn the meeting to a Regular Meeting on Wednesday, April 21, 2021, at 9:00 a.m.
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Members of the public are invited to present comments to the Board on matters within the
District's jurisdiction, but not on the agenda. Those persons wishing to address the Board on
any matter, whether or not it appears on the agenda, are requested to inform the Board
Secretary prior to the start of the meeting. The public may present comments on agenda items
when the matter is called. Three minutes time is allotted to each speaker.
At the discretion of the Board, all items appearing on this agenda, whether or not expressly
listed for action, may be deliberated and may be subject to action by the Board.
ADDITIONS TO AGENDA - (if any) In Accordance with §54954.2 of the Government Code (Brown
Act) Two-Thirds Vote Required for Action Items (Upon a determination by two-thirds vote of
the legislative body, or if less than two-thirds of the members are present, a unanimous vote of
those members present, that the need to take action arose after the Agenda was posted).
AVAILABILITY OF AGENDA MATERIALS - Agenda exhibits and other writings that are disclosable
public records distributed to all or a majority of the members of the Eastern Municipal Water
District Board of Directors in connection with a matter subject to discussion or consideration at
an open meeting of the Board of Directors are available for public inspection in the District’s
office, at 2270 Trumble Road, Perris, California (“District Office”). If such writings are
distributed to members of the Board less than 72 hours prior to the meeting, they will be
available from the District’s Board Secretary of the District Office at the same time as they are
distributed to Board Members, except that if such writings are distributed one hour prior to, or
during the meeting, they can be made available from the District’s Board Secretary in the Board
Room of the District’s Office.
REVISIONS TO THE AGENDA - In accordance with §54954.2(a) of the Government Code (Brown
Act), revisions to this Agenda may be made up to 72 hours before the Board Meeting, if
necessary, after mailings are completed. Interested persons wishing to receive a copy of the
set Agenda may pick one up at the District's Main Office, located at 2270 Trumble Road, Perris,
California, up to 72 hours prior to the Board Meeting.
REQUIREMENTS RE: DISABLED ACCESS - In accordance with §54954.2(a), requests for a
disability related modification or accommodation, including auxiliary aids or services, in order
to attend or participate in a meeting, should be made to the Board Secretary at least 48 hours
in advance of the meeting to ensure availability of the requested service or accommodation.
The Board Secretary may be contacted by telephone at (951) 928-3777, Ext. 4235, or in writing
at the Eastern Municipal Water District, P.O. Box 8300, Perris, California, 92572-8300.
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Board of Directors
April 7, 2021

SUBJECT:
General Manager's Report
I.

Updates from April 2, 2021 Weekly Report
a. Federal Community Project Funding Requests: After over a decade hiatus, Congress is
now proceeding with member-requested appropriations earmark requests which are
being called Federal Community Project Funding Requests. Staff has confirmed that in
EMWD’s service area Congressional members Calvert, Ruiz and Takano will be accepting
requests for project funding. Accordingly, staff has identified three projects in the
members’ respective districts, including the Quail Valley septic to sewer conversion
project, the Mead Valley booster pump station replacement and enhancement project,
and the San Jacinto raw water conveyance pipeline project. Formal request letters have
been prepared for President Paule’s signature and will be submitted to the
Congressional offices no later than April 16, 2021. The requests will also be reviewed
with the members during the upcoming Washington D.C virtual meetings which are
scheduled for April 13 and April 14, 2021.

II.

New and On-going Items
a. Senator Feinstein’s Proposed “STREAM” Act: Senator Dianne Feinstein’s office released
a draft version of the “Support to Rehydrate the Environment, Agriculture and
Municipalities Act” (STREAM) to stakeholder groups on March 29, 2021. The legislation
authorizes $1.65 billion in water-related funding priorities including storage, recycling,
habitat restoration, desalination, drinking water for disadvantaged communities,
stormwater capture and low interest water infrastructure loans. Absent this legislation,
when the WIIN Act expires in December 2021, Congress would be required to authorize
all water recycling, desalination, and non-federal storage projects individually. In
distributing the discussion draft, Senator Feinstein’s office also included “alternative”
Title XVI authorization language for review and comment by select stakeholders. This
alternative Title XVI language, which was developed by WateReuse and EMWD, would
integrate both the Title XVI Legacy (Congressional authorized) and Title XVI competitive
grant programs. This approach would address the problem of variable funding demand
for Legacy project funding, which has led to multiple years of Congress overfunding this
aspect of the Title XVI program. Stakeholders have until April 8, 2021 to provide
feedback to Senator Feinstein’s office on the draft legislation.

III.
4873

Items of Interest to the Board
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a. Meeting with Representative Ken Calvert: On March 25, 2021, EMWD’s Board President
Paule, General Manager and key staff participated in a meeting with Representative
Calvert. EMWD took the opportunity to thank Representative Calvert for his on-going
support of EMWD and shared priorities including WIIN reauthorization, the North Perris
program, as well as the South Perris Desalination program.
b. Well 59 Wellhead PFAS Treatment Project Dedication: The new treatment system at
Well 59 is in service and construction is substantially complete. Staff continues
coordination with the United States Air Force (USAF) for operation and maintenance of
the new GAC treatment vessels for treatment of per- and polyfluoroalkyl substances
(PFAS). A photo opportunity with staff, President Paule and local March Air Reserve
Base personnel was held on March 22, 2021, to recognize the joint effort between
EMWD and the USAF in bringing the new treatment system online.
IV.

Operational Highlights
a. Potable Water Production and Demands: Water consumption was at 72 MGD. The
potable supply blend was 16 percent from potable wells, 10 percent from the Desalters,
16 percent from imported raw water treated at EMWD's plants, and 58 percent from
imported treated water.
b. Water Filtration Facilities: The Perris Water Filtration Plant (PWFP) produced 11.8 MGD.
The Hemet Water Filtration Plant (HWFP) produced 0 MGD.
c. Menifee and Perris I Desalters: The Menifee and Perris I Desalters produced 7.5 MGD.
d. Brine Concentration Pilot Project Update: The purpose of this project is to evaluate the
cost-effectiveness of the CCRO to remove salt from the existing brine concentrate waste
stream. Final commissioning and baseline testing are pending while awaiting parts to
complete the installation of an additional acid injection point for pH optimization. The
demonstration project will operate for approximately six months.
e. Recycled Water: The average daily demands were 22 MGD. Tertiary recycled water
storage is at 1,886 MG, or 85 percent of total capacity. As of March 31, 2021, the
recycled discharge to Temescal Creek has been suspended due to increased recycled
demands. To date, 2,480 AF of recycled water has been discharged to Temescal Creek
in Lake Elsinore, which is below the past two years' average discharge of 6,697 AF.
f. San Jacinto River Diversions: Surface water diversions from the San Jacinto River began
on March 16, 2021. As of Sunday, a total of 15.1 AF has been diverted to the Grant
Avenue recharge ponds. EMWD’s license to divert surface water from the San Jacinto
River is limited from November 1 through June 30 each year, with a maximum diversion
amount of 5,760 AF.

4873
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g. Wastewater Treatment Facilities: All four regional water reclamation facilities (RWRFs)
met their water quality objectives for the past week treating a total daily average of
46.5 MG.
IV.

Upcoming Meetings and Events
a.
b.
c.
d.
e.
f.

4873

4/7/21:
4/8/21:
4/8/21:
4/8/21:
4/8/21:
4/9/21:

EMWD Ratings Presentation Review (Paule)
Update with General Manager (Slawson)
Rancho California WD Board Meeting (Corona)
Joint Riverside – Orange County MWD Caucus meeting (Record)
Board Planning Committee Meeting (Corona/Record)
Southern California Water Coalition (Paule)
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MINUTES

(REGULAR MEETINGS HELD THE FIRST AND THIRD WEDNESDAY OF EACH MONTH)

REGULAR MEETING
MARCH 17, 2021
9:00 AM
Please note this meeting will be conducted pursuant to the provisions of Executive Order N-2530 issued by Governor Gavin Newsom on March 12, 2020, governing protocol for
teleconferenced meetings. Certain board members may be calling in to this meeting by
telephone. Any member of the public can observe and participate in this meeting by attending
the meeting at 2270 Trumble Road, Perris, CA 92570. Any member of the public wishing to make
any comments to the Board may do so in person or by using the following call-in number: (951)
384-0840 Conference ID: 628 317 03#. All votes taken during today’s meeting will be conducted
by oral roll call.
PLEDGE OF ALLEGIANCE
The Pledge of Allegiance was led by Ron Sullivan.
CALL TO ORDER

9:00 AM
2270 Trumble Road, Perris, CA 92570
Philip E. Paule
Jeff Armstrong
Stephen J. Corona
Randy A. Record
David J. Slawson
Paul D. Jones II P.E.
Nick Kanetis
Laura Nomura
Joe Mouawad
Jeff D. Wall P.E.
Sheila Zelaya
Lance Stroik
April Coady
Nicole Perkins
Steven P. O'Neill
Chelsea Scharf

Eastern Municipal Water District

President
Board Member
(Remote)
Board Member
Vice President
Board Member
General Manager
Deputy General Manager
Deputy General Manager
Assistant General Manager
Assistant General Manager
Board Secretary
Client Support Supervisor
Director of Public and Governmental Affairs
Deputy Board Secretary
Legal Counsel (Remote)
Legal Counsel (Remote)
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EASTERN MUNICIPAL WATER DISTRICT
BOARD OF DIRECTORS

3.A.1
EMWD Minutes

Board of Directors

March 17, 2021

Other attendees included:
Ron Sullivan, Sullivan & Sullivan; Erin Niemela and Jaime Minor, Niemela Pappas &
Associates (Remote); Tom Patras, EMC Research (Remote)
INTRODUCTION OF GUESTS - PUBLIC AFFAIRS OFFICER
I.

PUBLIC COMMENTS
Any subject within the jurisdiction of EMWD. Speakers are required to limit comments
to 3 minutes.
None

II.

PRESENTATIONS
A. 2021 State Issues Update (Walsh/Coats)
Ms. Niemela and Ms. Minor provided a presentation on this item

III.

EXECUTIVE REPORTS
A. General Manager's Report (Jones)
B. DGMs / AGMs Reports (Kanetis, Nomura, Mouawad, Wall)

IV.

CONSENT CALENDAR
RESULT:
MOVER:
SECONDER:
YES:

APPROVED [UNANIMOUS]
Stephen J. Corona, Board Member
Randy A. Record, Vice President
Paule, Armstrong, Corona, Record, Slawson

A. Approve Board Meeting Minutes
1. Board of Directors - Special Meeting - Feb 25-26, 2021 9:00 AM
2. Board of Directors - Regular Meeting - Mar 3, 2021 9:00 AM
B. Approve and Authorize a One-Year Contract Amendment and Optional One-Year
Extension with OptimumCX for Call Center Support Services (Nomura/Howell)
C. Approve and Authorize Contract Amendments with Woodard & Curran ($70,204)
and Dudek ($73,200) for the San Jacinto Groundwater Basin Groundwater
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Lanaya Voelz Alexander
Sr. Director of Water Resources Planning
Thomas Henderson Principal Engineering Geologist
John Adams
Chief Financial Officer
Thomas Hays
Financial Manager III
Danielle Coats
Legislative Analyst

3.A.1
EMWD Minutes

Board of Directors

Sustainability Plan,
Alexander/Gray)

and

Additional

Appropriation

March 17, 2021

of

$243,000

(Voelz

E. Approve and Authorize Second Amendment to an Existing Purchase and License
Agreement with Nuevo Meadows Land Company, LLC, for the Acquisition of Excess
Soil from EMWD's Skiland Ponds (Mouawad/Wallace)
F. Approve Map and Legal Descriptions, and Adopt Two Proposed Resolutions for the
Annexation of Parcel Nos. U-27-20-7 and U-28-20-7 to Improvement District Nos. U27 and U-28 (IPT Perris DC III, LLC) (Nomura/Howell)
Resolution 2021-050
Resolution 2021-051
G. Approve Map and Legal Description, and Adopt One Proposed Resolution for the
Annexation of Parcel No. U-8-21-2 to Improvement District No. U-8 (South Coast
Winery, Incorporated) (Nomura/Howell)
Resolution 2021-052
V.

ACTION CALENDAR
A. Approve and Authorize the Interagency Agreement for the Santa Ana River
Conservation and Conjunctive Use Program (SARCCUP) Excess Water Purchase
Agreement between Eastern Municipal Water District, Western Municipal Water
District, Inland Empire Utilities Agency, Orange County Water District and the
Municipal Water District of Orange County (Mouawad/Voelz Alexander)
RESULT:
MOVER:
SECONDER:
YES:

APPROVED [UNANIMOUS]
Randy A. Record, Vice President
Stephen J. Corona, Board Member
Paule, Armstrong, Corona, Record, Slawson

B. Approve and Authorize Interagency Agreement with the City of Hemet for Purchase
of Groundwater Carry-Over Credits (Mouawad)
AGM Mouawad provided a presentation on this item
RESULT:
MOVER:
SECONDER:
YES:

Eastern Municipal Water District
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Randy A. Record, Vice President
David J. Slawson, Board Member
Paule, Armstrong, Corona, Record, Slawson

Page 3

Updated 3/17/2021 4:32 PM
Packet Pg. 12

Minutes Acceptance: Minutes of Mar 17, 2021 9:00 AM (Approve Board Meeting Minutes)

D. Adopt a Proposed Resolution of the Board of Directors of Eastern Municipal Water
District Approving a Joint Community Facilities Agreement as to Form for Temecula
Public Financing Authority Community Facilities District No. 20-01 (Nomura/Adams)
Resolution 2021-049

3.A.1
EMWD Minutes

Board of Directors
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RESULT:
MOVER:
SECONDER:
YES:
VI.

APPROVED [UNANIMOUS]
Stephen J. Corona, Board Member
Randy A. Record, Vice President
Paule, Armstrong, Corona, Record, Slawson

INFORMATION ITEMS
A. Financial Operating and Capital Highlights through the Second Quarter of Fiscal Year
2020-21 (Nomura/Adams/Molin)
B. Budget Workshop #2: Review Top-Level Revenue and Expense Budget, Capital
Improvement Program, Operating Fixed Assets and Preliminary Rates
(Nomura/Adams)
Mr. Adams provided a presentation on this item
C. 2021 Residential Customer Satisfaction Survey Findings (Coady/Rountree)
Mr. Patras provided a presentation on this item
D. Land-Secured Financing Policy Overview (Nomura/Adams)
Mr. Hays provided a presentation on this item

VII.

RECEIVE AND FILE
RESULT:
MOVER:
SECONDER:
YES:

RECEIVED AND FILED [UNANIMOUS]
David J. Slawson, Board Member
Randy A. Record, Vice President
Paule, Armstrong, Corona, Record, Slawson

A. Reports
1. Public and Governmental
(Coady/Walsh)

Affairs

Highlights

and

Legislative

Updates

2. Treasurer's Report for January 2021 (Nomura/Adams)
3. Post Audit of Checks for the Month of January 2021 (Nomura/Adams)
4. District Staffing Status Update for January 2021 (Nomura/Zamora)
5. Employee Reimbursement of at Least $100 (AB1542) for January 2021
(Nomura/Adams)
Eastern Municipal Water District
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C. Approve and Authorize Award of Contracts with Layne Christensen Company
($4,032,345) and Jacobs ($875,976) for the Drilling and Testing of Wells 206, 207,
and 208, and Additional Appropriation of $5,876,000 (Voelz Alexander/Henderson)
Mr. Henderson provided a presentation on this item

3.A.1
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6. Contracts Executed on Behalf of the District for January 2021 (Nomura/Howell)
B. Committee Meeting Notes
1. Board Administrative Committee - Regular Meeting - Mar 4, 2021 4:00 PM

VIII.

CALENDAR REVIEW / DIRECTOR ATTENDANCE REPORTS
The respective board members reported on their District activities for the period of
March 3 through March 16, 2021.
A. Board Calendar Review (Perkins)
Ms. Perkins provided a brief overview of the Board’s EMWD calendar and special
events for March through May 2021.
B. Meetings (Armstrong)
1. Metropolitan Water District Briefing - March 3
2. Mead Valley Municipal Advisory Council - March 3
3. Good Hope Municipal Advisory Council - March 4
4. Association of California Water Agencies Finance Committee - March 9
C. Meetings (Corona)
1. Rancho California Water District and the Murrieta Division Municipal Services
Review Meeting - March 3
2. Rancho California Water District Board Meeting - March 11
D. Meetings (Paule)
1. Rancho California Water District and the Murrieta Division Municipal Services
Review Meeting - March 3
2. Update with General Manager - March 10
E. MWD Meetings (Record)
1. Joint Inland and Orange County Caucus - March 4
2. Standing Committee and Board Meetings - March 8-9, 2021
F. EMWD Meetings (Record)
1. Metropolitan Water District Briefing - March 3

Eastern Municipal Water District
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2. Board Planning Committee - Regular Meeting - Mar 11, 2021 3:30 PM

3.A.1
EMWD Minutes

Board of Directors
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2. Monday Morning Group Legislative Meetings - March 4-11
G. Meetings (Slawson)
1. Moreno Valley Hispanic Chamber of Commerce Meeting - March 5

2. Update with General Manager - March 11
3. Santa Ana Watershed Project Authority Commission Meeting - March 16
IX.

DIRECTOR'S COMMENTS / FUTURE AGENDA ITEMS
None

X.

CLOSED SESSION
A. General Manager Recruitment Update
Government Code Section 54957: Public Employment
Discussion was held, no formal action taken

XI.

ADJOURNMENT
There being no further business to come before the Board, President Paule adjourned the
meeting at 12:39 p.m. to be reconvened on Wednesday, April 7, 2021 at 9:00 a.m.
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*Director Slawson noted that he participated in this meeting, which was not
included in the original published agenda

3.B

ACTION

Board of Directors
April 7, 2021

SUBJECT:
February Meeting Summary and Expense Reports of the Board of Directors; Expense Report of
the General Manager
BACKGROUND:
Pursuant to the District’s Administrative Code as it relates to Directors’ compensation,
employee travel, and the expense reimbursement, staff has assembled for committee review
an expense summary, as shown in Exhibits A and B for the District’s Board Members and the
General Manager. Provided below is a summary of expenses paid for the month of February:
February Reporting
Board Members

Mileage, and other
District related
expense (Taxable)

Conference, travel,
mileage, and other
District related expense
(Non-taxable/Other)

$0.00
$57.12
$92.40
$0.00
$0.00
$105.28
$254.80

$33.04
$31.36
$42.56
$50.40
$0.00
$76.16
$233.52

Armstrong
Corona
Paule
Record (EMWD)
Record (MWD)
Slawson
Sub-Total

Meeting
Compensation

Total

$2,230.00
$1,338.00
$2,230.00
$1,784.00
$1,338.00
$2,230.00
$11,150.00

Paul Jones, General Manager - Conference, Travel, and other District Related Expense

$2,263.04
$1,426.48
$2,364.96
$1,834.40
$1,338.00
$2,411.44
$11,638.32
$63.83

FINANCIAL IMPACT:
Funding for this item is provided for in the Biennial Budget for Fiscal Years 2019-20 and 202021.
STRATEGIC PLANNING GOAL/OBJECTIVE:
Ensure financial stability and demonstrate responsible stewardship of public funds.
ENVIRONMENTAL IMPACT:
This item is not a project as defined in the California Environmental Quality Act Code of
4804
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Regulations, Title 14, Chapter 3, Section 15378.
RECOMMENDATION:
Ratify the Board member meeting attendance under Eastern Municipal Water District
Administrative Code Section 2.207, and receive and file this report.
SUBMITTED BY:

Attachment(s):
Exhibit A - Meeting Summary and Expense Report, All Board Members
Exhibit B - Expense Report, General Manager

History:
03/18/21
04/07/21

Board Executive Committee RECOMMENDED FOR APPROVAL
Board Meeting

Staff Contact: Paul Jones

4804
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Attachment: Exhibit A - Meeting Summary and Expense Report, All Board Members (4804 : Board/GM Expense Reports (Feb))

Armstrong, Jeffrey Calendar – 10 Compensable Meetings
Monday, February 1, 2021 – Sunday, February 28, 2021
February 2021

Su Mo Tu We Th Fr Sa
1 2 3
7 8 9 10
14 15 16 17
21 22 23 24
28

4
11
18
25

5
12
19
26

6
13
20
27

(1) Quail Valley Subarea 4 Update (EMWD)

Mon, Feb 1

(1) EMWD Board Meeting

Wed, Feb 3

(1) EMWD Presentation to Menifee Masters

Thu, Feb 4

(0) Murrieta Temecula Group
(Non-compensable meeting)

Fri, Feb 5

(1) EMWD and Elsinore Valley Municipal Water
District Interagency Meeting

Tue, Feb 9

(1) Customer Service Call Center Tour (Perris)

Wed, Feb 10

(0) Update Meeting with General Manager (Perris)
(Non-compensable, same day meeting)
(1) EMWD Board Meeting

Wed, Feb 17

(1) Urban Water Institute Virtual Spring Conference
(One day non-compensable, same day meeting)

Wed, Feb 17 to Thu, Feb 18

(1) EMWD Board Operations and Engineering
Committee

Tue, Feb 23

(1) ACWA Washington DC Virtual Conference

Wed, Feb 24

(1) EMWD Special Board Meeting (Murrieta)

Thu, Feb 25

(0) EMWD Special Board Meeting (Murrieta)
(Non-compensable, maximum 10 meetings reached)

Fri, Feb 26

Packet Pg. 18

3.B.a

Travel Reimbursement

Approved Amount

Total

Car Mileage

33.04

33.04

Total

33.04

33.04

Approved Amount
33.04

Mar 3, 2021

Actual Employee Costs

Company

Account Code

Cost Center

0100

58161

71800

1

Attachment: Exhibit A - Meeting Summary and Expense Report, All Board Members (4804 : Board/GM Expense Reports (Feb))

Employee: Armstrong, Jeffrey D
Report Name :February Meetings (Non-Taxable)
Report ID : 9DC0CDF17D25480DA305
Report Purpose:

9:10:50 AM
Packet Pg. 19

3.B.a

Attachment: Exhibit A - Meeting Summary and Expense Report, All Board Members (4804 : Board/GM Expense Reports (Feb))

Corona, Stephen Calendar – 6 Compensable Meetings
Monday, February 1, 2021 – Sunday, February 28, 2021
February 2021

Su Mo Tu We Th Fr Sa
1 2 3
7 8 9 10
14 15 16 17
21 22 23 24
28

4
11
18
25

5
12
19
26

6
13
20
27

(1) EMWD and Rancho California Water District Ad Hoc
Committee Meeting

Tue, Feb 2

(1) EMWD Board Meeting

Wed, Feb 3

(1) EMWD Board Planning Committee (Remote)

Thu, Feb 11

(0) Rancho California Water District Board Meeting
(Non-compensable, same day meeting)
(1) EMWD Board Meeting

Wed, Feb 17

(1) EMWD Special Board Meeting (Murrieta)

Thu, Feb 25

(1) EMWD Special Board Meeting (Murrieta)

Fri, Feb 26

Packet Pg. 20

3.B.a

Travel Reimbursement

Approved Amount

Total

Car Mileage

57.12

57.12

Total

57.12

57.12

Approved Amount
57.12

Mar 3, 2021

Actual Employee Costs

Company

Account Code

Cost Center

0100

58161

71800

1

Attachment: Exhibit A - Meeting Summary and Expense Report, All Board Members (4804 : Board/GM Expense Reports (Feb))

Employee: CORONA, STEPHEN
Report Name :February Meetings (Taxable)
Report ID : 20BC007BB3B245ACB613
Report Purpose:

11:12:43 AM
Packet Pg. 21

3.B.a

Travel Reimbursement

Approved Amount

Total

Car Mileage

31.36

31.36

Total

31.36

31.36

Approved Amount
31.36

Mar 3, 2021

Actual Employee Costs

Company

Account Code

Cost Center

0100

58161

71800

1

Attachment: Exhibit A - Meeting Summary and Expense Report, All Board Members (4804 : Board/GM Expense Reports (Feb))

Employee: CORONA, STEPHEN
Report Name :February Meetings (Non-Taxable)
Report ID : 7EA76F87BF644D31AEC8
Report Purpose:

10:56:31 AM
Packet Pg. 22

3.B.a

Attachment: Exhibit A - Meeting Summary and Expense Report, All Board Members (4804 : Board/GM Expense Reports (Feb))

Paule, Philip Calendar – 10 Compensable Meetings
Monday, February 1, 2021 – Sunday, February 28, 2021
February 2021

Su Mo Tu We Th Fr Sa
1 2 3
7 8 9 10
14 15 16 17
21 22 23 24
28

4
11
18
25

5
12
19
26

6
13
20
27

(1) EMWD Bi-Monthly Update Deputy General Manager
Nomura (Perris)

Mon, Feb 1

(0) Western Riverside Council of Governments Executive
Committee (Non-compensable, same day meeting)
(1) EMWD Board Meeting
(1) EMWD Board Administrative Committee
(2) CalDesal Virtual Annual Conference
(0) Finance Update with John Adams (Perris)
(Non-compensable, same day meeting)
(1) Watermaster Annual Audit Conference Call
(1) EMWD Board Meeting
(1) EMWD Board Executive Committee
(1) CalDesal Executive Committee

Wed, Feb 3
Thu, Feb 4
Wed, Feb 10 to Thu, Feb 11
Thu, Feb 11

Fri, Feb 12
Wed, Feb 17
Thu, Feb 18
Mon, Feb 22

(0) Hemet-San Jacinto Watermaster Meeting
(Non-compensable, same day meeting)
(1) EMWD Special Board Meeting (Murrieta)
(0) EMWD Special Board Meeting (Murrieta)
(Non-compensable, maximum 10 meetings reached)

Thu, Feb 25
Fri, Feb 26

Packet Pg. 23

3.B.a

Travel Reimbursement

Approved Amount

Total

Car Mileage

92.40

92.40

Total

92.40

92.40

Approved Amount
92.40

Mar 3, 2021

Actual Employee Costs

Company

Account Code

Cost Center

0100

58161

071800

1

Attachment: Exhibit A - Meeting Summary and Expense Report, All Board Members (4804 : Board/GM Expense Reports (Feb))

Employee: PAULE, PHILIP E.
Report Name :February Meetings (Taxable)
Report ID : 110DB491EBA3408E921B
Report Purpose:

9:12:46 AM
Packet Pg. 24

3.B.a

Travel Reimbursement

Approved Amount

Total

Car Mileage

42.56

42.56

Total

42.56

42.56

Approved Amount
42.56

Mar 3, 2021

Actual Employee Costs

Company

Account Code

Cost Center

0100

58161

071800

1

Attachment: Exhibit A - Meeting Summary and Expense Report, All Board Members (4804 : Board/GM Expense Reports (Feb))

Employee: PAULE, PHILIP E.
Report Name :February Meetings (Non-Taxable)
Report ID : A31E51B025E24FF2B299
Report Purpose:

9:13:54 AM
Packet Pg. 25

3.B.a

Attachment: Exhibit A - Meeting Summary and Expense Report, All Board Members (4804 : Board/GM Expense Reports (Feb))

Record, Randy Calendar – 14 Compensable Meetings (6 MWD / 8 EMWD)
Monday, February 1, 2021 – Sunday, February 28, 2021
February 2021

Su Mo Tu We Th Fr Sa
1 2 3
7 8 9 10
14 15 16 17
21 22 23 24
28

4
11
18
25

5
12
19
26

6
13
20
27

(1) EMWD and Rancho California Water District Ad
Hoc Committee Meeting
(1) EMWD Board Meeting
(1) MWD Diamond Valley Lake Discussion

Tue, Feb 2

Wed, Feb 3
Thu, Feb 4

(1) EMWD Joint Inland Caucus and Orange County
Caucus
(2) MWD Committee and Board Meetings

Mon, Feb 8 to Tue, Feb 9

(1) EMWD Board Planning Committee

Thu, Feb 11

(2) MWD Urban Water Institute Virtual Spring
Conference

Wed, Feb 17 to Wed, Feb 18

(1) EMWD Board Meeting

Wed, Feb 17

(0) EMWD Recycled Water Use Discussion
(Non-compensable, same day meeting)

(1) EMWD Board Executive Committee

Thu, Feb 18

(1) MWD Committee Meetings

Tue, Feb 23

(1) EMWD Special Board Meeting (Murrieta)

Thu, Feb 25

(1) EMWD Special Board Meeting (Murrieta)

Fri, Feb 26

Packet Pg. 26

3.B.a

Travel Reimbursement

Approved Amount

Total

Car Mileage

50.40

50.40

Total

50.40

50.40

Approved Amount
50.40

Mar 8, 2021

Actual Employee Costs

Company

Account Code

Cost Center

0100

58161

071800

1

Attachment: Exhibit A - Meeting Summary and Expense Report, All Board Members (4804 : Board/GM Expense Reports (Feb))

Employee: RECORD, RANDOLPH A.
Report Name :February Meetings (Non-Taxable)
Report ID : F60AB103A2C64B05A13E
Report Purpose:

4:44:30 PM
Packet Pg. 27

3.B.a

Attachment: Exhibit A - Meeting Summary and Expense Report, All Board Members (4804 : Board/GM Expense Reports (Feb))

Slawson, David Calendar – 10 Compensable Meetings
Monday, February 1, 2021 – Sunday, February 28, 2021
February 2021

Su Mo Tu We Th Fr Sa
1 2 3
7 8 9 10
14 15 16 17
21 22 23 24
28

4
11
18
25

5
12
19
26

6
13
20
27

(1) Santa Ana Watershed Project Authority Commission
Workshop
(1) EMWD Board Meeting
(1) EMWD Board Administrative Committee

Tue, Feb 2

Wed, Feb 3
Thu, Feb 4

(1) Moreno Valley Hispanic Chamber Presentation

Fri, Feb 5

(1) EMWD Monthly Update with General Manager

Thu, Feb 11

(1) Santa Ana Watershed Project Authority Commission
Meeting

Tue, Feb 16

(1) EMWD Board Meeting
(1) EMWD Board Operations and Engineering
Committee
(1) Moreno Valley Chamber of Commerce Meeting
(1) EMWD Special Board Meeting (Murrieta)
(0) EMWD Special Board Meeting (Murrieta)
(Non-compensable, maximum 10 meetings reached)

Wed, Feb 17
Tue, Feb 23

Wed, Feb 24
Thu, Feb 25
Fri, Feb 26

Packet Pg. 28

3.B.a

Travel Reimbursement

Approved Amount

Total

Car Mileage

105.28

105.28

Total

105.28

105.28

Approved Amount
105.28

Mar 8, 2021

Actual Employee Costs

Company

Account Code

Cost Center

0100

58161

071800

1

Attachment: Exhibit A - Meeting Summary and Expense Report, All Board Members (4804 : Board/GM Expense Reports (Feb))

Employee: SLAWSON, DAVID J.
Report Name :February Meetings (Taxable)
Report ID : 6B5B97392B3C4B66A8F0
Report Purpose:

11:43:50 AM
Packet Pg. 29

3.B.a

Travel Reimbursement

Approved Amount

Total

Car Mileage

76.16

76.16

Total

76.16

76.16

Approved Amount
76.16

Mar 8, 2021

Actual Employee Costs

Company

Account Code

Cost Center

0100

58161

071800

1

Attachment: Exhibit A - Meeting Summary and Expense Report, All Board Members (4804 : Board/GM Expense Reports (Feb))

Employee: SLAWSON, DAVID J.
Report Name :February Meetings (Non-Taxable)
Report ID : 71622BA460BF4905A1B5
Report Purpose:

11:45:03 AM
Packet Pg. 30

3.B.b

Travel Reimbursement
Employee: JONES, PAUL D
Report Name :February Meetings
Report ID : A7A7B2B8FE774E5F8BE8
Report Purpose:
Total

Business Meal (attendees)

63.83

63.83

Total

63.83

63.83

Approved Amount
63.83

Mar 8, 2021

Actual District Cost

Company

Account Code

Cost Center

0100

58161

071100

1

Attachment: Exhibit B - Expense Report, General Manager (4804 : Board/GM Expense Reports (Feb))

Approved Amount

4:51:49 PM
Packet Pg. 31

3.C

ACTION

Board of Directors
April 7, 2021

SUBJECT:
Approve and Authorize a Contract with SS Mechanical Construction Corp., ($480,296) for the
Temecula Valley Regional Water Reclamation Facility Gravity Filter Media Replacement, for a
Total Project Cost Not to Exceed $564,000
BACKGROUND:
The Temecula Valley Regional Water Reclamation Facility (TVRWRF) includes tertiary filtration
to reduce pathogens, suspended solids, and other contaminants in the water before it is
disinfected. This step is critical to meeting water quality requirements for reuse as well as
reducing the demand for disinfection chemicals. Approximately one-third of the water treated
at TVRWRF is passed through dual media gravity filters, which utilize sand and anthracite to
filter solids and remove contaminants. As the media ages, the particle size is reduced due to
friction. Biofilms and other materials can also accumulate on the filtration particles and reduce
the effectiveness of the filter. To restore the capacity of the filter and ensure proper
treatment, periodic replacement of the media is required.
On January 27, 2021, an RFP was advertised to the District's 11 on-call mechanical contractors.
Of the three proposals received, SS Mechanical Construction Corp. was the lowest cost and
highest-rated proposal (Exhibit A). SS Mechanical Construction Corp. has been a contractor for
the District for over ten years and has completed multiple projects throughout the District with
satisfactory performance.
The scope of the project includes removing and disposing of the old media, making minor
repairs to the drain under the filters, and supplying and installing new media. The total project
is estimated to cost $564,000 (Exhibit B), including staff labor and contingencies, and is
expected to take approximately four weeks from the notice-to-proceed.
FINANCIAL IMPACT:
Funding for this item is provided for in the Biennial Budget for Fiscal Years 2019-20 and 202021.
STRATEGIC PLANNING GOAL/OBJECTIVE:
Maintenance: Implement and manage preventative and predictive maintenance programs that
enable a highly reliable operation of EMWD’s facilities and extend the useful life of assets.

4886

Packet Pg. 32

3.C
04/7/21 Board of Directors
Page 2

ENVIRONMENTAL IMPACT:
None
RECOMMENDATION:
Approve and authorize execution by the General Manager, or his designee, of a contract with
SS Mechanical Construction Corp., for the Temecula Valley Regional Water Reclamation Facility
Gravity Filter Media Replacement Project in the amount of $480,296; and authorize funds for
the total project in the amount not to exceed $564,000.
SUBMITTED BY:

Attachment(s):
Exhibit A - Bid Summary
Exhibit B - Cost Estimate

History:
03/25/21
APPROVAL
04/07/21

Board Operations and Engineering Committee

RECOMMENDED FOR

Board Meeting

Staff Contact: Matthew Melendrez

4886
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3.C.a

BID SUMMARY

1
2
3

Contractor
SS Mechanical Construction Corp.
SCW Contracting Corp.
Hemet Mfg. Co., Inc. dba Genesis Construction

Rating
92.17
75.37
63.36

Bid Amount
$480,296
$539,269
$660,444

Packet Pg. 34

Attachment: Exhibit A - Bid Summary (4886 : TVRWRF Gravity Filter Media Replacement)

TVRWRF Gravity Filter Media Replacement

3.C.b

Attachment: Exhibit B - Cost Estimate (4886 : TVRWRF Gravity Filter Media Replacement)

TVRWRF Gravity Filter Media Replacement
PROJECT COST ESTIMATE
Estimated
Item

Cost

1

SS Mechanical Construction Corp.

$

480,296

2

Miscellaneous Materials

$

5,000

4

Staff Support

$

5,000

Subtotal

$

490,296

Contingency ~ 15 percent

$

73,704

Total Estimated Project Cost

$

564,000

Packet Pg. 35

3.D

ACTION

Board of Directors
April 7, 2021

SUBJECT:
Approve and Authorize Amendment to Agreement with Carollo Engineers ($87,062) for the
Final Design of the Moreno Valley Regional Water Reclamation Facility Plant 2B Equipping
Project and Additional Appropriation of $289,819
BACKGROUND:
Staff is advancing the final design of the Moreno Valley Regional Water Reclamation Facility
(MVRWRF) Plant 2B Equipping project to maintain secondary treatment capacity (Exhibit A). In
December 2018, the Board awarded a contract to Carollo Engineers (Carollo) to perform the
preliminary design of the project and approved an appropriation in the amount of $400,910. In
August 2019, the Board approved a contract amendment with Carollo for an added condition
assessment of MVRWRF Plant 1 and an appropriation in the amount of $59,921. In January
2020, the Board awarded a contract to Carollo to perform the final design of the project and an
appropriation in the amount of $1,144,000. In December 2020, the Board awarded a contract
to Infrastructure Engineering Corporation (IEC) to provide construction management services
during final design, bid/award, and construction phases as well as an appropriation in the
amount of $1,488,581. IEC will be providing a constructability review of the plans prior to
advertisement. In January 2021, staff administratively amended the contract with Carollo in
the amount of $97,757 to incorporate design changes to improve operational flexibility and to
address District procedural changes requiring the development of Process Control Narratives.
As staff advanced the final design, a critical review identified large diameter piping crossing
heavily congested utility corridors. Staff recommends added field investigations in these
heavily congested utility corridors to confirm planned alignments. This effort will reduce the
risk associated with change orders during construction. Once the field investigations are
completed, staff anticipates design changes will be required of Carollo.
Along with the field investigations, staff is requesting an appropriation for services including bid
services and consultant participation in the constructability review with IEC. Staff negotiated a
fee in the amount of $87,062 with Carollo for the added services (Exhibit B). The negotiated fee
is commensurate with the requested level of effort. Carollo was competitively selected for the
project and has successfully performed similar work for the District in the past.
Staff requests additional appropriation in the amount of $289,819 to fund expenses through
advertisement and award of construction contract as shown on the attached project cost
estimate (Exhibit C).

4888

Packet Pg. 36

3.D
04/7/21 Board of Directors
Page 2

FINANCIAL IMPACT:
This project will be financed from the Sewer Capital Replacement and Sewer Betterment
Reserve Fund allocated to Sewer Service Area 32.
STRATEGIC PLANNING GOAL/OBJECTIVE:
Implement cost-effective projects and programs to manage wastewater and biosolids to
achieve long-term, environmentally sustainable reuse.
ENVIRONMENTAL IMPACT:
This project is exempt from the California Environmental Quality Act (CEQA) as authorized
under the California Code of Regulations, Title 14, Chapter 3, Section 15301, which provides
exemption for the operation, repair, maintenance, or minor alteration of existing facilities,
involving negligible or no expansion of an existing use, of publicly owned utilities used to
provide public utility services.
RECOMMENDATION:
Approve and authorize the General Manager, or his designee, to execute an amendment to the
agreement with Carollo Engineers for final design of the Moreno Valley Regional Water
Reclamation Facility Plant 2B Equipping Project in the amount of $87,062, bringing the total
agreement to the amount of $1,182,819 and additional appropriation of $289,819.
SUBMITTED BY:

Attachment(s):
Exhibit A - Location Map
Exhibit B – Consultant Proposal
Exhibit C – Cost Estimate
Presentation

History:
03/25/21
APPROVAL
04/07/21

Board Operations and Engineering Committee

RECOMMENDED FOR

Board Meeting

Staff Contact: Erik Jorgensen
4888
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Attachment: Exhibit A - Location Map (4888 : MVRWRF Plant 2B Equipping Contract Amendment)

3.D.a

Packet Pg. 38

3.D.b

3400 Central Avenue, Suite 205, Riverside, California 92506
P. 951.776.3955 F. 951.776.4207

Mr. Erik Jorgensen, P.E.
Principal Civil Engineer
Eastern Municipal Water District
P.O. Box
Perris, CA
‐
Subject: Moreno Valley Regional Water Reclamation Facility Plant B Equipping and Flow Diversion Project
Amendment No.
Dear Mr. Jorgensen:
As requested, we have developed a revised scope and budget to include the following tasks:




Task : Attend Constructability Review meeting.
Task : Update design documents.
Task : Provide services during bidding.

Please find attached the following for your review and approval:
. Exhibit A ‐ Amendment No. Scope of Services.
. Exhibit B ‐ Amendment No. Labor Hours and Effort Estimate.
Please let us know if you have any questions or require any further information. We look forward to your
approval of the above.
Thank you.
Sincerely,
CAROLLO ENGINEERS, INC.

Graham J.G. Juby, Ph.D., P.E.
Vice President/Principal‐in‐Charge

Rajesh Doppalapudi, P.E.
Project Manager

GJJ/RBD:mc
Enclosures:

.EMW

Exhibit A ‐ Amendment No. Scope of Services
Exhibit B ‐ Amendment No. Labor Hours and Effort Estimate

| Amendment_ ‐Letter.docx
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Attachment: Exhibit B – Consultant Proposal (4888 : MVRWRF Plant 2B Equipping Contract Amendment)

March ,

3.D.b

EASTERN MUNICIPAL WATER DISTRICT
MVRWRF PLANT B EQUIPPING AND FLOW DIVERSION PROJECT
FINAL DESIGN
AMENDMENT NO. SCOPE OF SERVICES
(March ,
)
The following Scope of Services details additional engineering work that will be performed by Carollo
Engineers, Inc., (Carollo) as part of the Moreno Valley Regional Water Reclamation Facility (MVRWRF)
Plant B Equipping and Flow Diversion Project. The following tasks are included in this Amendment No.
Scope of Services.

TASK 1 – Constructability Review Meeting
Per discussions with Eastern Municipal Water District (EMWD), there may be a third party constructability
review of the project drawings and specifications following the percent Submittal. Carollo will perform
the following tasks to facilitate this meeting:
. Present the design to the constructability review team and answer any questions related to the final
design. It is assumed that the constructability review meeting will not exceed more than ‐hours.
Task Deliverables
No deliverables.

TASK 2 – Update Design Documents
Currently, EMWD is in the process of completing additional pot‐holing to investigate existing utilities that
conflict with new facilities and utilities. This task includes Carollo’s services to review the pot‐holing
information and update design drawings to address conflicts with existing utilities. This task also includes
reviewing the recommendations from the constructability review meeting and updating the design
documents as needed. It has been assumed that no more than
,
will be required to complete these
services.
Task Deliverables
Updated drawings and specifications.

TASK 3 – Bid Period Services
Assist EMWD with bidding support to answer contractor’s technical questions on the Final Design Drawings
and Specifications during the bid period. It was assumed that Carollo would attend the pre‐bid meeting,
assist EMWD with answering questions during the bid period, and assist with preparation of Addenda. It has
been assumed that up to four Addenda would be prepared to provide clarifications to the bidders. It has
been assumed that no more than
,
will be required for this Task.
Task Deliverables
Clarifications to bidders and draft Addenda.

ASSUMPTIONS
. Constructability review meeting to be coordinated and conducted by EMWD.
. Additional potholing and surveying required will be performed by EMWD.
. All deliverables will be electronic in PDF format.
pw://Carollo/Documents/Client/CA/EMWD/11309B10/Project Mgmt/Contract/Amendment_2-Exhibit_A.docx

A‐
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Attachment: Exhibit B – Consultant Proposal (4888 : MVRWRF Plant 2B Equipping Contract Amendment)

EXHIBIT A

EXHIBIT B
EASTERN MUNICIPAL WATER DISTRICT
MVRWRF PLANT 2B EQUIPPING AND FLOW DIVERSION PROJECT
FINAL DESIGN
AMENDMENT NO. 2 LABOR HOURS AND EFFORT ESTIMATE
(March 5, 2021)

$125

$115

Total Carollo Costs

$176

Other Direct Costs

Support Staff

$167

Subconsultants

Asst. CAD Designer

$222

PECE

Sr. CAD Designer

$265

Carollo Labor excl. PECE

Assistant Professional

$284

Total Hours

Professional

Hourly Rate

Lead Professional

EASTERN MUNICIPAL WATER DISTRICT MVRWRF PLANT 2B EQUIPPING AND FLOW DIVERSION PROJECT FINAL
DESIGN

Senior Professional

ESTIMATED CAROLLO LABOR COSTS

$12.30

Task 1 - Constructability Review Meeting
1.1 Attend Meeting
Subtotal - Task 1

8

8

8

0

0

0

0

24

$

6,168

$

295

$

1,500

$

-

$

7,963

8

8

8

0

0

0

0

24

$

6,168

$

295

$

1,500

$

-

$

7,963

Task 2 - Update Design Documents
2.1 Update Drawings and Specifications

4

10

24

40

20

40

10

148

$

25,464

$

1,820

$

2,500

$

-

$

29,784

Subtotal - Task 2

4

10

24

40

20

40

10

148

$

25,464

$

1,820

$

2,500

$

-

$

29,784

Subtotal - Task 3

8
8

16
16

24
24

80
80

24
24

80
80

16
16

248
248

$
$

41,264
41,264

$
$

3,050
3,050

$
$

5,000
5,000

$
$

-

$
$

49,314
49,314

20

34

56

120

44

120

26

420

$

72,896

$

5,166

$

9,000

$

-

$

87,062

Task 3 - Bid Period Services
3.1 Bidding Assistance
TOTAL

pw:\\Carollo\Documents\Client\CA\EMWD\11309B10\Project Mgmt\Contract\Amendment_2-Exhibit_B.xlsx; Tab: 11309B.10 Ex B-Fee Est-updated

Attachment: Exhibit B – Consultant Proposal (4888 : MVRWRF Plant 2B Equipping Contract Amendment)

3.D.b

B-1Pg. 41
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3.D.c

MVRWRF Plant 2B Equipping
PROJECT COST ESTIMATE
FACILITIES PLANNING PHASE
Field Investigations
Eng. Branch Labor

$80,000
$60,000
$20,000

PRELIMINARY DESIGN PHASE
Design Consultant (Plant 2B Equipping ‐Carollo)
Field Investigations
Eng. Branch Labor

$330,831
$65,000
$65,000

FINAL DESIGN PHASE
Site Acquisition / Permits
Design Consultant
Design Consultant Amendment No. 1
Design Consultant Amendment No. 2
Geotechnical Consultant
Field Investigations (potholing/coatings)
Additional Field Investigations (potholing/survey)
Eng. Branch Labor
Additional Engineering Labor

$0
$998,000
$97,757
$87,062
$18,000
$45,000
$75,000
$65,000
$30,000

SPEC REVIEW
Final prep of plans & specs
PRE‐CONSTRUCTION & BID/AWARD PHASE
Engineering Consultant‐ CMS/IS Services (IEC)
Includes Labor, Advertisement, and Materials
CONSTRUCTION PHASE
Contract Services
(Soils & Staking)
Construction Contract
Inspection
Contract Administration
(Includes: Const Adm, Const Adm Rep,
Review of Submittals, etc.)
Operations Labor
Contingencies
ADMINISTRATIVE CLOSE OUT PHASE
Eng Branch Labor

$460,831

$1,415,819

$10,000
$10,000
$1,496,581
$1,488,581
$8,000
TBD
$0
$0
$0
$0

$0
$0
TBD
$0
$3,463,231 *

TOTAL ESTIMATED PROJECT COST

PAR 2017‐045
PAR 2017‐045A
PAR 2017‐045B
PAR 2017‐045C
PAR 2017‐045D
Requested at this time

Attachment: Exhibit C – Cost Estimate (4888 : MVRWRF Plant 2B Equipping Contract Amendment)

ESTIMATED
COST

$80,000
$400,910
$59,921
$1,144,000
$1,488,581
$289,819

* $3,173,412.00 Previously Appropriated

Reviewed ___________
EN‐044 Rev: 5/17/16
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Attachment: Presentation (4888 : MVRWRF Plant 2B Equipping Contract Amendment)

3.D.d

MVRWRF Plant 2B Equipping
Contract Amendment
Erik Jorgensen, P.E.
March 25, 2021
1 | emwd.org
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3.D.d

•
•
•
•

Attachment: Presentation (4888 : MVRWRF Plant 2B Equipping Contract Amendment)

Agenda
Background
Consultant’s Scope of Work
Schedule
Recommendation

2 | emwd.org
Packet Pg. 44

3.D.d

•
•
•

•

MVRWRF Plant 2B Equipping project will maintain
secondary treatment capacity of the facility
Under the project Plant 2B will be equipped and
brought into service
Components of the project include large diameter
piping, installation of aeration panels, and mechanical
equipment replacement as well as new structures
including splitter boxes and the CaRRB Facility
A critical review of the plans has recently identified
potential conflicts with heavily congested utility
corridors

Plant 2B

Attachment: Presentation (4888 : MVRWRF Plant 2B Equipping Contract Amendment)

Background

Plant 2A

3 | emwd.org
Packet Pg. 45

3.D.d

•
•

Attachment: Presentation (4888 : MVRWRF Plant 2B Equipping Contract Amendment)

Existing Utility Interferences

Review of field investigations identified large diameter piping crossing
heavily congested utility corridors
Field confirmation during design will reduce the risk associated with change
orders during construction
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MVRWRF Centrate and RAS Re-Aeration Basin

• IEC will provide a constructability review of the plans prior to advertisement
• Carollo’s participation in this review is necessary to incorporate any design
changes
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Constructability Review and Bid Services
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Consultant’s Added Scope of Work
• Participation in constructability review
meeting
• Update design documents based on
findings from additional field investigations
• Bid period services
Staff negotiated a fee in the amount of
$87,062 to address the added scope of
services.

Carollo was competitively selected for this
project. They have performed well and
are providing a high level of service.
6 | emwd.org
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Board Award

April 2021

Design Amendment Notice to Proceed

April 2021

Constructability Review

June 2021

Complete Final Design

August 2021

Board Award of Construction

February 2022

Substantial Construction Completion

June 2024
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Schedule
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Approve and authorize the General Manager, or his designee, to execute an
amendment to the agreement with Carollo Engineers for final design of the
Moreno Valley Regional Water Reclamation Facility Plant 2B Equipping Project
in the amount of $87,062, bringing the total agreement to the amount of
$1,182,819 and additional appropriation of $289,819.
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Recommendation
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Contact Information
Erik Jorgensen, P.E.
Principal Civil Engineer
(951) 928-3777, Ext. 4461
Email: jorgense@emwd.org
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ACTION

Board of Directors
April 7, 2021

SUBJECT:
Approve and Authorize a Lease Amendment with T-Mobile West Tower LLC, for an Additional
Tenant at the District's Walnut Tank Facility
BACKGROUND:
The District previously entered into two cellular telecommunications lease agreements at its
Walnut Tank storage facility located at 27939 Ramona Expressway in Perris, California. The
Board approved the first lease with Los Angeles SMSA Limited Partnership (Verizon Wireless) on
November 7, 2001, and the second lease agreement with Omnipoint Communications,
Incorporated, a subsidiary of T-Mobile USA, Incorporated, on December 20, 2006. The subject
sites have contributed to the District cellular telecommunications lease program success.
Proposed Lease Amendment
In January 2020, Crown Castle, a third-party vendor who manages and operates one of the
existing towers on behalf of T-Mobile USA, Incorporated, approached District staff to add a
tenant on the subject tower. Given limited space at the subject site (Exhibit A), adding, or
collocating, a tenant on the tower rather than constructing an entirely new tower is an
operational benefit to the District. Only minimal additional ground space is required to
accommodate the new tenant.
District processes for determining lease site suitability and the negotiation of contract terms
begin with a comprehensive review by internal stakeholders to identify current or future
operational conflicts. A cross-functional team of District Staff have reviewed Crown Castle’s
plans and specifications and found no current or future conflicts with the proposed installation.
The District’s specialized consultant assessed site-specific market conditions to establish the
appropriate lease rate and supported staff throughout the contract negotiation process.
A market appraisal, valuing the additional proposed tenant, was carried out by Vertical
Consultants; the firm also assisted in negotiating lease amendment terms and conditions.
Factors considered in the evaluation include the new tenant’s (AT&T) need for cellular coverage
in the area, zoning designation, and the availability of competing, non-District, locations within
close proximity. Ultimately, a lease rate of $1,500 per month was negotiated. The anticipated
revenue from the Crown Castle managed tower will increase by more than fifty percent, from
roughly $2,700 to $4,200 per month once the tenant has added their equipment to the tower.
All original lease terms and conditions, such as the three percent annual lease rate increases,
are left unchanged through the remaining agreement term. Additionally, Crown Castle will
provide a one-time administrative payment of $10,000 upon lease amendment execution.
4504
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Below are terms from the original lease agreement which are consistent with Eastern Municipal
Water District’s Telecommunications Lease Policy adopted under Board Resolution No. 5043,
on September 21, 2011. Key elements of the agreement include:
•
•
•
•
•

All required governmental approvals, licenses, and permits are to be obtained by the
lessee;
Construction of the communications facilities shall be in accordance with plans and
specifications approved by the District and the County of Riverside;
T-Mobile USA, Incorporated, shall be responsible for any property taxes assessed that
are attributable to its use of the property;
Tenants shall have twenty-four hour access to the property, provided however, EMWD
must be given notification prior to entry onto the premises; and
T-Mobile USA, Incorporated, will be responsible to obtain any required utilities and for
the payment of charges incurred.

Once the lease amendment (Exhibit B) is approved by the Board and facility construction is
complete, District staff actively manage and ensure compliance throughout the established
lease term. This ongoing review includes the confirmation of contractually required lease rate
increases throughout the course of the agreement.
FINANCIAL IMPACT:
None
STRATEGIC PLANNING GOAL/OBJECTIVE:
Financial Stability: Enhance and maintain EMWD’s strong financial position and credit quality
by identifying and implementing specific opportunities to improve underlying financial metrics.
ENVIRONMENTAL IMPACT:
This item is not a project as defined in the California Environmental Quality Act Code of
Regulations, Title 14, Chapter 3, Section 15378.
RECOMMENDATION:
Approve and authorize the execution of an amendment to the lease agreement with T-Mobile
West Tower LLC, for cellular communications facilities at the District's Walnut Tank location.
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SUBMITTED BY:

Attachment(s):
Exhibit A - Location Map
Exhibit B - Lease Amendment

History:
04/01/21
04/07/21

Board Administrative Committee
Board Meeting

RECOMMENDED FOR APPROVAL

Staff Contact: Dan Howell, Chris Teague
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ACTION

Board of Directors
April 7, 2021

SUBJECT:
Approve and Authorize a One-Year Extension and the Addition of $272,000 to Agreement No.
102956 with Xerox Corporation for Document and Production Equipment Lease Services
BACKGROUND:
On September 21, 2016, the District entered into a five-year agreement with Xerox Corporation
(Xerox) for document production and equipment leasing services. These services include both
the staffing and operation of the District’s in-house Copy Center, as well as providing multifunction copiers and printers at multiple facilities and locations throughout the service area.
Copy Center operations consist of three full-time Xerox personnel based at the headquarters
facility providing full-service document production and publishing capabilities, high volume
copying and printing, outbound mail processing, internal mail distribution, document scanning
services, and repair and maintenance of 64 multi-function devices and 17 desktop networked
printers. Over the course of the agreement, the District has spent approximately $1,632,000
out of $2,160,000 approved by the Board, with nine months remaining in the contract term
which expires on November 30, 2021.
Recommended Extension
District print, copy, and Copy Center utilization has been significantly altered during the COVID19 pandemic due to work from home requirements and the changing nature of how
administrative work is performed. For example, while usage at certain operational facilities has
remained, virtually, unchanged, that in many office and administrative settings has seen
significant decline. Specifications for soliciting proposals and entering into long-term lease and
staffing contracts such as the subject agreement with Xerox rely on detailed and current usage
information for determining requirements. This information provides prospective bidders the
ability to size and price equipment and features that are best suited to the current needs of
each functional work area, and to staff in-house Copy Center operations to meet organizational
needs.
In order to ensure a long-term contract that meets the District’s current and future business
needs, staff approached Xerox with a proposed extension to the current agreement. The
recommended extension would provide for current staffing, service and equipment levels while
enabling District personnel to develop accurate projections of usage and required features
following the pandemic. Xerox has agreed to accommodate the extension and to reduce its
monthly rates by three hundred dollars per month.
Xerox staff and leased equipment have performed extremely well for the District. Monthly
4831
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measures of equipment reflect consistent up-time performance between 98.8 and 99.4 percent
and completion of approximately 95 orders per month within six hours of request.
Over the extended term, District staff will assemble current and relevant usage information and
release a formal solicitation for document production and equipment leasing services in Spring
of 2022. Recommendations will be presented to the Board of Directors with a new contract
effective date beginning in December of 2022.
FINANCIAL IMPACT:
Funding for this item is provided for in the Biennial Budget for Fiscal Years 2019-20 and 202021.
STRATEGIC PLANNING GOAL/OBJECTIVE:
Ensure financial stability and demonstrate responsible stewardship of public funds.
ENVIRONMENTAL IMPACT:
None
RECOMMENDATION:
Approve and authorize a one-year extension and the addition of $272,000 to
Agreement No. 102956 with Xerox Corporation for document and production equipment lease
services for a revised not-to-exceed total of $2,432,000.
SUBMITTED BY:

History:
04/01/21
04/07/21

Board Administrative Committee
Board Meeting

RECOMMENDED FOR APPROVAL

Staff Contact: Dan Howell, Jeff Wasserman
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ACTION

Board of Directors
April 7, 2021

SUBJECT:
Approve and Authorize an Additional Appropriation of $69,000 with eVerge Group LLC (eVerge)
for a Total Three-Year Contract Amount of $613,190
BACKGROUND:
Human Capital Management Implementation Activities
In 2016, the District replaced its 25-year-old legacy Human Resources (HR) and Payroll
application. The new solution consolidated and replaced seven legacy applications, and
integrated or improved several existing business practices.
Beginning in 2017, EMWD contracted with eVerge to provide upgrade and enhancement
support for the District’s new Human Capital Management (HCM) application. Some of the
significant improvements included automating open enrollment, self-service benefit elections
and employment information, implementing changes required to support the new
Memorandum of Understanding, COVID-19 time-tracking, salary schedule updates, and other
various HR changes. In the fall of 2020, eVerge helped the District implement a new learning
management application for all mandatory staff training.
Ongoing HCM Support with Managed Services
Ongoing regulatory compliance and business-driven changes will require continued support
from a qualified HCM professional services firm. A managed services provider augments the
Districts capacity with immediate access to second tier support, programming resources, and a
team of HR, payroll, benefits, and training experts to help us get the most value from our
investment.
eVerge was awarded a managed services contract for up to three years through July 30, 2023,
at a yearly cost of $169,730 for HCM operational and upgrade support. The agreement
allocates a budget of 135 blended onshore and offshore support hours each month for the
term. Unused support hours roll over each month allowing the District flexibility to direct these
resources to support changes in business processes. The District also opted for a first year
fixed-fee engagement of $35,000 to implement various security enhancements, bringing the
total year-one cost to $204,730.
In 2020, ongoing support for the new Learn module, reoccurring seasonal activities including
open enrollment, COLA, HR changes including COVID pay codes, consumed significant hours
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beyond budget. Other unplanned changes included additional reporting for the Learn module
and support for the new salary schedule which also resulted in managed service overages.
Selection and Recommendation for Managed Services Agreement
The eVerge agreement included pre-negotiated rates in the event additional hours were
required. Upon reviewing the historical usage and upcoming support activities including two
planned upgrades, staff recommends allocating an additional 600 additional hours
through July 29, 2021 for a total additional cost of $69,000.
FINANCIAL IMPACT:
Funding for this item is provided for in the Biennial Budget for Fiscal Years 2019-20 and 202021.
STRATEGIC PLANNING GOAL/OBJECTIVE:
Information Technology Investments: Implement information technology capital investments
to achieve efficiency, effectiveness and resource optimization entity-wide.
ENVIRONMENTAL IMPACT:
None
RECOMMENDATION:
Approve and authorize the following:
1. Authorize the General Manager to execute an amendment with eVerge Group (LLC) for
professional services not to exceed $273,730 for the contract year ending June 29, 2021;
and
2. Approve a three-year appropriation of $613,190 for Human Resources, Payroll, Benefits,
and Learning platform managed services.
SUBMITTED BY:

History:
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04/01/21
04/07/21

Board Administrative Committee
Board Meeting

RECOMMENDED FOR APPROVAL

Staff Contact: Michael Wayment
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ACTION

Board of Directors
April 7, 2021

SUBJECT:
Approve and Authorize Second Amendment to the Interagency Agreement with Western
Municipal Water District for Intertie Connections to Serve March Air Reserve Base Area
Development, Subject to Non-substantive Changes
BACKGROUND:
The March Air Reserve Base (MARB) is located in Western Riverside County, California, between
the cities of Riverside and Moreno Valley. MARB is within the Western Municipal Water District
(WMWD) service area and currently receives potable water service from WMWD and Eastern
Municipal Water District (EMWD) through various existing water system intertie connections.
The March Joint Power Authority (March JPA) is advancing various development projects within
MARB. Exhibit A illustrates the location of MARB, the proposed MARB developments, existing
interties, proposed interties, and proposed intertie abandonments.
In order to support the upcoming MARB development, WMWD and EMWD developed an
interagency agreement (Agreement) for supplemental water supply capacity. The agreement
depicts the terms and conditions, including system capacity charges and commodity costs.
On August 5, 2015, the Board approved and authorized the Agreement, which was
subsequently executed by WMWD and EMWD on November 9, 2015 (Exhibit B).
On September 7, 2016, at WMWD’s request, the Board approved and authorized Agreement
Amendment No. 1 to incorporate reduced water system capacity increments to accommodate
initial developments. Agreement Amendment No. 1 was subsequently executed by WMWD
and EMWD on October 19, 2016 (Exhibit C).
At this time, WMWD is requesting a second amendment to the Agreement (Agreement
Amendment No. 2) to allow a second water system intertie connection within Cactus Avenue to
accommodate the initial K-4 development. EMWD supports WMWD’s request for a second
intertie connection in accordance with the terms and conditions of the proposed Agreement
Amendment No. 2 (Exhibit D).
FINANCIAL IMPACT:
None
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STRATEGIC PLANNING GOAL/OBJECTIVE:
Partnerships: Position EMWD to respond to interagency consolidation opportunities or
partnerships that are mutually beneficial, promote improved service to the community, and are
implemented in a timely and orderly fashion.
ENVIRONMENTAL IMPACT:
This item is not a project as defined in the California Environmental Quality Act Code of
Regulations, Title 14, Chapter 3, Section 15378.
RECOMMENDATION:
Approve and authorize the execution by the General Manager, or his designee, of Amendment
No. 2 to the Interagency Agreement with Western Municipal Water District dated November 9,
2015, to allow a second water system intertie connection to serve March Air Reserve Base area
development, subject to non-substantive changes.
SUBMITTED BY:

Attachment(s):
Exhibit A - Location Map
Exhibit B - Interagency Agreement
Exhibit C - Amendment 1
Exhibit D - Draft Amendment 2

History:
03/25/21
APPROVAL
04/07/21

Board Operations and Engineering Committee

RECOMMENDED FOR

Board Meeting

Staff Contact: Corey Wallace
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INTERAGENCY AGREEMENT

This Agreement is made and entered into this
day of
2015 of, by,
and between EASTERN MUNICIPAL WATER DISTRICT ("Eastern") and WESTERN
MUNICIPAL WATER DISTRICT (“Western”), both public agencies duly formed and operating
under the Municipal Water District Law of the State of California. Eastern and Western are
sometimes individually referred to herein as “Party” and collectively as the “Parties”.
RECITALS
WHEREAS, Western is the Water and Sewer service provider to the March Air Reserve Base
(MARB) Area located within Western’s General District Boundaries;
The March Joint Powers Authority ("MJPA") received property conveyed from the United
States Government upon which is located the March Air Reserve Base ("MARB"). The MARB
is located within WMWD’s service area. The MJPA conveyed to WMWD certain real and
personal property, including various pipelines, pumps, treatment systems, capacity rights in
EMWD's water system, and other utility facilities (collectively referred to as "Facilities") for the
provision of water and sewer service within and outside the boundaries of MARB.
WHEREAS, the Parties entered into that certain Interagency Agreement, dated April 6, 1983,
which provides that the Air Force, the predecessor of March Joint Powers Authority (“MJPA”),
will participate financially in an Eastern pipeline in order to provide capacity to MARB for water
service. Since MARB is located within Western’s service area, all water delivered to MARB
through the Eastern pipeline must be sold by Eastern to Western on a wholesale basis, for
retail resale by Western.
WHEREAS, EMWD provides wholesale water to MARB through EMWD owned and operated
MARB Service Connections listed below; all water provided through these service connections
is sold by EMWD to WMWD on a wholesale basis, for retail resale to MARB by WMWD. The
MARB Service Connections are shown on the attached “Exhibit A”, which is attached hereto,
and shall be referred to in this agreement as follows:
Service Connection No. 1 - Alessandro/Barton
Service Connection No. 2 - Westgate (Cactus Avenue)
Service Connection No. 3 - Eastgate (Heacock Street and John F. Kennedy Drive)
Service Connection No. 4 - Phillips (at March Global Port)
Service Connection No. 5 - March Global Port (Heacock Street and San Michele
Road);
Service Connection No. 6 - March Life Care (Cactus Avenue and Riverside Avenue)
and

Attachment: Exhibit B - Interagency Agreement (4889 : MARB Interagency Agreement Amendment No. 2)

FOR
EASTERN/WESTERN INTERTIE CONNECTION
TO SERVE MARCH AIR RESERVE BASE AREA

WHEREAS, Western currently has the capacity to serve approximately 5 cubic feet per
second (cfs) of potable water to MARB through an existing 14-inch diameter pipeline from its
1837 pressure zone (PZ);
WHEREAS, Western currently owns and maintains 5 cfs of supply capacity to the MARB Area
07-08-15-Final
Eastern/Western Intertie Connection to Serve MARB Agreement
Page 1 of 10
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via a 14-inch diameter pipeline under the 1-215 immediately north of Van Buren Blvd;
WHEREAS, based on the Western’s 2014 MARB Area Water Supply Master Plan and actual
2014 water demands by MARB Area tenants, the MARB Area's ultimate water demand
(maximum day demand plus fire flow) is estimated to be approximately 18.4 cfs;

WHEREAS, Eastern owns and operates potable water facilities hydraulically capable to
supply the MARB Area and has indicated that Western could utilize capacity in some of the
Eastern-owned potable water facilities for benefit of the MARB Area conditioned upon
payment of equitable amounts to Eastern for the value of the benefit Western receives from
those facilities;
WHEREAS, Western owns a 10 cfs conveyance right in Eastern's 54-inch diameter pipeline
in Cactus Avenue and proposes to convey that conveyance right to Eastern as part of the
consideration of payments to Eastern for use of Eastern-owned potable water facilities;
WHEREAS, Western's existing service connections as indicated herein shall be subsequently
abandoned after construction has been completed on the new intertie connection and after the
first exercise of the incremental purchase of water capacity;
WHEREAS, Western desires to accept deliveries of purchased potable water from Eastern at
the location shown and depicted on “Exhibit A”, which are attached hereto, and incorporated
herein; and
WHEREAS, significant savings can be realized benefiting both parties as well as the future
customers within the MARB Area through the use of Eastern’s facilities to serve ultimate
MARB Area water demand;
WHEREAS, the parties desire to enter into this Agreement in order to provide for the delivery
and receipt of water supplies to MARB Area on a routine and continuous basis made through
incremental purchases of water capacity;
NOW THEREFORE, in consideration of the provisions herein contained, the parties agree as
follows:
AGREEMENT
I. INCORPORATION OF RECITALS
The Recitals set forth above are incorporated into and are a part of this Interagency
Agreement.
AGREEMENT TERM
1. The term of this Agreement shall begin on the fully executed date and shall continue for a
period of Ten (10) years, unless extended in writing by mutual agreement or sooner
terminated as provided for herein. Following the first exercise of the purchase of
incremental water capacity, the Agreement term shall be permanent unless terminated for
cause.

Attachment: Exhibit B - Interagency Agreement (4889 : MARB Interagency Agreement Amendment No. 2)

WHEREAS, Western has the immediate planning need for up to 13.4 cfs (maximum day
demand plus fire flow) of additional potable water supply to serve MARB Area at ultimate
build-out;

2. Upon mutual consent, the parties will consider re-negotiation of terms of this
07-08-15-Final
Eastern/Western Intertie Connection to Serve MARB Agreement
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agreement every 5 years from the first exercise of incremental water capacity.

FACILITIES

1. Eastern, hereby, agrees to provide potable water service to Western at the active location(s)

2. Western shall, at all times, comply with all current Eastern, local, State, and Federal regulatory
agency rules and regulations pertaining to the use of potable water.
3. Western will construct, or cause to be constructed at Western’s sole expense, an
intertie capable of delivering up to 18.4 cfs (up to 13.4 cfs initially and 5 cfs reserve for
future use) of potable water between Eastern's existing potable water system and the
MARB Area. This facility will be located at the intersection of Cactus Avenue and
Riverside Avenue in the City of Moreno Valley and shall generally consist of a meter,
pressure reducing station, pipelines, and related appurtenances to connect Eastern's
1764 PZ with MARB's 1698 PZ. Eastern and Western will review and approve
easements and plans for the intertie. Western will initiate preparation of plans and
specifications for the proposed intertie for review and final approval in writing from
Eastern. Ownership responsibilities will be detailed in the plans. Completion will be
defined by filing of the Notice of Completion (NOC) with the County. Eastern will
review and approve NOC prior to recordation.
4. Western will abandon, or cause to be abandoned at Western’s sole expense, the
following existing service connections including related facilities and appurtenances :
•
•
•

Service Connection No. 1 - Alessandro/Barton
Service Connection No. 2 - Westgate (Cactus Avenue)
Service Connection No. 3 - Eastgate (Heacock Street and John F. Kennedy Drive)

Western will initiate preparation of abandonment plans and specifications for above
noted connections for review and final approval in writing from Eastern. Completion
will be defined by filing of the Notice of Completion (NOC) with the County. Eastern will
review and approve NOC prior to recordation.
Said connections shall be subsequently abandoned after construction has been
completed for the proposed intertie connection (Connection No. 6). Service
connection abandonments must be completed within one (1) year of completion (one
year from date of filed notice of completion) of the proposed intertie connection
(Connection No. 6). The only active connections that shall remain after this agreement
will be the Phillips Connection (Service Connection No. 4), the March Global Port
Connection (Service Connection No. 5) as amended and the proposed MARB Area
intertie (Service Connection No. 6).
5. Western shall be responsible for ensuring backflow prevention consisting, at a
minimum, of a double check valve assembly. No cost or expense, of any kind, relating
to the installation, inspection, testing, and/or repair or replacement of a backflow
prevention device shall be paid by or the responsibility of Eastern.
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described herein, identified in “Exhibit A”, which is attached hereto, and pursuant to the terms
and conditions provided, herein.

6. Eastern will provide up to 4.5 cfs maximum day demand (MDD) on a continuous basis
at the intertie.
07-08-15-Final
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7. Eastern will provide up to 8.9 cfs fire flow or other emergency flow in addition to the
MDD flow as needed at the intertie.

9. Western will purchase the following infrastructure rights for ultimate water demands in
accordance with the costs detailed in Table 1 herein and under the purchase
conditions further discussed in this agreement.
MDD and Fire Flow Storage - up to 3.2 MG
Pumping Conveyance in Cactus Booster Pumping Station - up to 4.5 cfs
Conveyance Capacity in Cactus Feeder - Western will grant its10 cfs right to
Eastern in exchange for a 9.5 cfs right in the existing Cactus II Feeder. Only 4.5
cfs of the transferred right is being utilized at this time. Therefore, 5 cfs of the
exchanged capacity will remain dormant at this time. The purchased capacity in
the Cactus Booster Pumping Station shall always match the purchased capacity in
the Cactus Feeder. The remaining dormant capacity may be activated upon
approval in writing at the discretion of Eastern's General Manager.
Fire Flow or other emergency conveyance capacity from storage - up to 13.4 cfs
Said capacity rights will be conveyed to Western upon payment to Eastern.
Western will own, operate and maintain the intertie facility, except as delineated on the
final approved plans. Western will provide Eastern necessary easements to access
and maintain Eastern’s meter on Western’s property. Western will prepare easements
and complete recordation of the same prior to initiation of service at the proposed
intertie (Connection No. 6).
10. Western is aware, and acknowledges, that delivery pressure may vary within Eastern’s
potable water distribution system. Western shall be responsible for providing facilities
and appurtenances to provide adequate pressure downstream of the intertie.

IV. CAPACITY TRANSFER AND PURCHASE
Within 30 days of completion of intertie connection:

1. Western will transfer its 10 cfs capacity in Eastern’s 54-inch diameter water pipeline
(1680 PZ) along Cactus Avenue to Eastern at a ratio of 0.95 to 1.0 (i.e., equivalent
to 9.5 cfs) to offset purchase of transmission rights in the Cactus Feeder (4.5 cfs will
be activated immediately and 5 cfs will remain dormant as described above).
2. Eastern and Western will continue to utilize the emergency connection (Interagency
Agreement dated April 6, 1983 as amended in 2005) at the civil airport facility on the
southeast side of the MARB Area known as Global Port (Service Connection No. 5).

Attachment: Exhibit B - Interagency Agreement (4889 : MARB Interagency Agreement Amendment No. 2)

8. Eastern will provide up to 3.2 million gallons (MG) of storage in its 1764 PZ for use by
MARB for MDD and fire flow purposes.

3. Eastern will provide Western with 4.5 cfs in capacity in its 48-inch diameter
transmission pipeline along Cactus Avenue in the 1764 PZ (Cactus Feeder) at no
cost.
07-08-15-Final
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4. Western will purchase MDD capacity up to 4.5 cfs in Eastern’s Cactus Booster
Pumping Station facility incrementally.
5. Western will purchase up to 8.9 cfs (4,000 gpm) fire flow capacity in Eastern’s Box
Springs conveyance system in addition to the MDD flow as needed at the intertie.

7. Upon the decision to purchase capacity, Western will submit, in writing a request to
purchase capacity and the amount to be purchased. The purchase of capacity is limited
to the capacities as indicated herein. An amendment to this agreement is required if a
purchase of capacity is desired above and beyond the limits of this agreement.
8. Eastern, upon receipt of capacity purchase request from Western, will confirm availability
of capacity, calculate capacity purchase cost and submit calculations to Western for
concurrence prior to finalization of billing invoice for such purchase.
9. Eastern will present final billing invoice to Western and payments for capacity
purchases are due upon presentation of the statement, and become delinquent if
not paid within thirty (30) days from the date of such billing. Delinquent accounts
are subject to Eastern's standard late penalty charges and disconnect procedures in
effect at the time of the delinquency.

V. CAPACITY PURCHASE CAPS
For planning purposes, the following limits shall apply in regards to maximum capacity
purchases under this agreement:
•
•
•
•

4.5 cfs pumping capacity in the Cactus Booster Pumping Station
4.5 cfs conveyance capacity in the Cactus Feeder
3.2 MGD Storage in the Box Springs Storage Tanks (1764 PZ)
13.4 cfs MDD and fire flow capacity in Box Springs System

Restricted Water Supply or Delivery Capabilities. Western hereby expressly acknowledges
and agrees that Eastern's ability to deliver water from and through the proposed intertie to
Western for resale to and delivery to the MARB Area shall be subject to the availability of
water from Metropolitan Water District (MWD) and other factors or conditions not within the
control of Eastern. Therefore, the parties hereby agree that if and when, for any reason,
MWD cannot or does not make sufficient quantities of water available to Eastern through
EM-23, or the proposed intertie has been damaged by, for example, a natural disaster, or
other conditions occur which limit Eastern's ability to deliver water from and through the
proposed intertie, the maximum delivery of water to Western for resale and delivery to the
MARB Area shall be limited to the quantities of water at the discretion of and as determined
by Eastern. In the event fire flows occur simultaneously within each District, Eastern shall
have priority over Western for use of the fire flow and/or Eastern will opt to relinquish the
priority to Western in writing at the discretion of Eastern's General Manager.
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6. Western will purchase up to 3.2 MG of storage from the existing Box Springs
storage tanks (1764 PZ storage) to the point of delivery at the intertie incrementally.

VI. PHASING
1. As development occurs within the MARB Area, MDD and fire flow demand will be
calculated and Western will purchase from Eastern the required transmission,
07-08-15 - Final
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2. Projected demands and existing supplies of the MARB Area shall be calculated
before new projects in the MARB Area are approved by Western. Such project
demand calculations shall be reviewed and approved by both Western and Eastern
and shall be appended to, and incorporated into, this agreement.
3. Increase in capacity participation in one facility component (example: pumping
station) requires a prorated increase (1 cfs to 1.5 MG ratio) in capacity participation
in all facilities (i.e., storage, pipelines, pumping stations, etc.) as identified in Section
VII Conveyance Costs, Table 1 herein.
VII. CONVEYANCE COSTS
The following cost will go into effect up on the first exercise of the incremental purchase of
water capacity:

1. CAPACITY PURCHASE PRICE - Unit pricing for transmission pumping, and
storage capacities will be calculated in accordance with the following table:
Table 1
Eastern Capacity Unit Costs
Description
Storage
Cactus Booster Pumping Station Capacity

Escalated*
$1,662,751/MG
$197,999/cfs

Cactus Feeder Capacity

$250,507/cfs

Conveyance Capacity from Box Springs
Storage to Intertie

$192,943/cfs

Note: ‘Escalated as of May 2015
2. These costs are applicable as of the fully executed date of this agreement and will
be revised on July 1 of each succeeding year by applying the Engineering News
Record (ENR) Construction Cost Index for Los Angeles.
3. DELIVERY OF WATER - Eastern will report on a monthly basis the amount of
potable water deliveries made during the preceding month based on the meter
reading made by Eastern at the Intertie, other active connections, and netted with
deliveries at the existing MARB Area connection(s). For billing purposes, the offset
netted from the existing MARB Area connection(s) cannot exceed the delivery
amount at the new Intertie. Metered flow will be billed out of the EM-23 connection
(Cactus Avenue), netted with the existing MARB Area connection(s), multiplied by a
standard water loss factor of 1.06, and then transferred to Western’s bill from MWD.
07-08-15-Final
Eastern/Western Intertie Connection to Serve MARB Agreement

Attachment: Exhibit B - Interagency Agreement (4889 : MARB Interagency Agreement Amendment No. 2)

pumping, and storage capacity in a minimum of whole MG and CFS increments
using the capacity unit costs identified in Section VII Conveyance Costs, Table 1
herein. Any remaining fractional capacity (after whole MG or CFS purchases are
completed) will be purchased at the full remaining fractional increment (i.e. if 0.6
MG is remaining, the complete 0.6 MG is to be purchased without further division).
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4. VOLUMETRIC DELIVERY CHARGE - Eastern shall charge the current MARB Area
volumetric delivery charge to Western on a per acre foot basis. The delivery charge
will be based upon the previous year’s actual direct costs per acre foot of water
delivered to EM-23 to operate the following MARB Area assets: Cactus Booster
Pumping Station, the Cactus Feeder, the Box Springs Storage system and the Box
Springs conveyance system and adjusted for inflation as determined by the most
recently available year-over-year Annual Consumer Price Index (CPI). The
Operating costs shall include but not be limited to that of: materials, miscellaneous
supplies including chemicals, electricity and labor costs associated with operation of
the MARB Area assets. The delivery charge shall be computed by Eastern annually
in December and will become effective January 1st. This computation will be made
available to Western. This delivery charge will be $111.20 per acre foot if capacity
were purchased prior to January 2016.
5. MONTHLY FIXED RATE - Eastern shall charge a monthly fixed rate to Western.
This fixed rate shall consist of the following components:
a. Capacity Unit Component - The capacity unit component of the monthly
fixed rate shall be computed as the prior year’s actual direct costs to
maintain the MARB Area assets divided by the maximum capacity of the
assets multiplied by the purchased capacity of the assets divided by 12
months. The MARB Area assets are: (1) the Cactus Booster Pumping
Station and Cactus Feeder, (2) the Box Springs Storage system, and (3) the
Box Springs Conveyance. The fixed costs shall be equal to the direct
operating costs less energy associated with the operation of the MARB Area
assets and calculated on a per capacity unit basis. This capacity unit
component of the monthly fixed rate will be $707.32 per month if one
capacity unit of each asset were purchased prior to January 2016.
b. Applicable Indirect Cost Component - The applicable indirect cost
component of the monthly fixed rate shall be calculated as the total amount
of applicable indirect cost assigned to the MARB Area assets divided by the
maximum capacity of the MARB Area assets multiplied by the purchased
capacity of the MARB Area assets divided by 12 months. The assigned
applicable indirect cost will be computed on an annual basis by Eastern
each year using the method illustrated in Exhibit B-4 and divided by 12
months. The monthly applicable indirect cost component of the monthly
fixed rate is computed per increment of capacity and will be $728.01 per
month if one capacity unit of each asset were purchased prior to January
2016.
The monthly fixed rate will be adjusted for inflation as determined by the most
recently available year-over-year Annual Consumer Price Index (CPI). The monthly
fixed rate shall be computed by Eastern annually and be made available to Western
in December and will become effective January 1st. The total monthly fixed rate will
be $1,435.33 per month if one capacity unit of each asset were purchased prior to
January 2016.
07-08-15 - Final
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Any fees, penalties, or costs that exceed Eastern’s capacity for EM-23 shall be
Western’s responsibility. Western’s take, including amounts needed for fire flow
and emergency response, shall be counted against Western’s MWD Tier 1 total
allocation and Eastern’s MWD Tier 1 total allocation shall remain unaffected.
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6. MONTHLY REPLACEMENT RESERVE CONTRIBUTION - Eastern shall charge a
monthly replacement reserve contribution rate to Western. This replacement
reserve contribution shall be computed as the current replacement value of the
assets divided by the maximum capacity of the assets multiplied by the purchased
capacity of the assets The MARB Area assets are: (1) the Cactus Booster Pumping
Station and the Cactus Feeder, (2) the Box Springs Storage system, and (3) the
Box Springs conveyance system; assets are amortized over 50 years on a straightline monthly basis. The current replacement value of the MARB assets will be
calculated each year based on the most recently available Engineering News
Record Construct Cost Index - Los Angeles, CA (ENR-CCI-LA) index applied to the
original asset cost basis. The original asset cost of the MARB assets will be
adjusted as future asset replacements and retirements occur. The monthly
replacement reserve contribution shall be computed by Eastern annually and be
made available to Western in December and will become effective January 1st.
This replacement reserve rate is $2,682.14 per month for all MARB Area assets if
one capacity unit of each asset were purchased prior to January 2016. No
additional contribution will be assessed for replacements beyond the monthly
contribution.
7. The calculations for the delivery charge, the monthly fixed rate and the replacement
reserve contribution are subject to revision based on any future cost studies that
identify changes in cost elements.
8. Billings are due upon presentation of the statement, and become delinquent if not
paid within thirty (30) days from the date of such billing. Delinquent accounts are
subject to Eastern’s standard late penalty charges and disconnect procedures in
effect at the time of the delinquency.

9. “Exhibits B-1, B-2, B-3, B-4, B-5 and B-6”, which are attached hereto, provide for
sample calculations for above noted costs.
VIII. REQUESTS FOR SERVICE TO BE TURNED ON/OFF
To request the meter service and/or billing service be turned on or off for an extended
period of time, such as for seasonal down times, Western must call Eastern’s
Integrated Operations Center (“I.O.C.”) at (951) 928-3777, extension 6265, and provide
its name, account number, and meter number. Western accounts affected by these
requests will be charged an administration/operations fee as set forth in Eastern’s
Consolidated Schedule of Rates, Fees, and Charges, which is subject to periodic
adjustment.
Unauthorized turn on, turn off, or flow adjustments by Western shall be subject to a fee
of $100.00 per occurrence, or the currently applicable charge per Eastern’s
Consolidated Schedule of Rates, Fees, and Charges, as determined by Eastern’s
Operations staff.
IX. HOLD HARMLESS

Attachment: Exhibit B - Interagency Agreement (4889 : MARB Interagency Agreement Amendment No. 2)
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Each Party (“Indemnitor”) shall defend, indemnify, and hold the other Party, its officers, directors
and Representatives (“Indemnitees”), harmless from and against any all claims, costs, liabilities,
debts, demands, suits, actions, causes of action, proceedings, damages, judgments, liens,
expenses or obligations including attorneys' fees and charges and the costs of all other
professional and court or arbitration or other dispute resolution costs (collectively “Costs”) which
07-08-15-Final
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may be made against the Indemnitees arising out of or in connection with (a) this
Agreement; (b) any breach by the Indemnitor of its obligations under this Agreement; and (c)
any enforcement by Indemnitees of any provision of this Agreement. The foregoing indemnity
shall not apply to the extent any such Costs are ultimately established by a court of competent
jurisdiction to have been caused by the sole negligence or willful misconduct of the Indemnitees
or any of them. Indemnitees shall make all decisions with respect to its representation in any
legal proceeding concerning this section. If indemnitor fails to do so, Indemnitees shall have the
right, but not the obligation, to defend the same and charge all of the direct or incidental Costs
of such defense, including fees and costs, to Indemnitor and to recover the same from
Indemnitor. The term 'Representative’ shall mean employees, representatives, agents,
contractors, subcontractors or any other person directly or indirectly employed by one of the
foregoing or reasonably under the control of any of the foregoing or for whose acts any of the
foregoing may be liable.
X. TERMINATION
A. Prior to the first exercise of the incremental purchase of water capacity: For
Convenience, Western or Eastern may have the right to terminate this Agreement at
any time, with no financial liability, by giving the counter party ninety (90) days written
notice. Upon such termination, this Agreement shall become null and void and
Western’s basic allocation shall be forfeited and re-allocated at Eastern's sole
discretion.
B. For Cause in the event that either Party is in default ("Defaulting Party") as a result of failing
to perform any of its obligations under this Agreement and fails to cure such default within ninety
(90) days of written notice of default from the other Party ("Non-Defaulting Party"), the NonDefaulting Party may immediately terminate this Agreement.
C. In case of termination, Western’s 10 cfs conveyance right in Eastern’s 54-inch
diameter pipeline in Cactus Avenue will remain owned by Western.
XI. PREPARATION OF THIS AGREEMENT
This Agreement shall not be construed against the party preparing it, but shall be
construed as if both parties prepared it.
XII. PURPOSE OF CAPTIONS
Captions to paragraphs are for convenience purposes only and are not part of this
Agreement.
XIII. BINDING PROVISION
This Agreement is binding on the heirs, representatives, successors and assigns of the
parties hereto.
XIV. AMENDMENTS

Attachment: Exhibit B - Interagency Agreement (4889 : MARB Interagency Agreement Amendment No. 2)
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It is understood that any alteration or variation of the terms of this Agreement will not be
valid unless made in writing and signed by both parties, and that this Agreement
constitutes the entire agreement between both parties.
XV. PARTIAL INVALIDITY
07-08-15-Final
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If any provision of this Agreement is held by a court of competent jurisdiction to be
invalid, void or unenforceable, the remaining provisions will nevertheless continue in full
force and effect without being impaired or invalidated.

Any notice required by this Agreement to be given or delivered to any Party shall be
deemed to have been received when personally delivered or mailed in the United
States mail addressed as follows:

Eastern:

Eastern Municipal Water District
Post Office Box 8300
Perris, Ca. 92572-8300
Attn: General Manager

Western:

Western Municipal Water District
14205 Meridian Parkway
Riverside, Ca. 92518
Attn: General Manager

XVII. ENTIRE AGREEMENT
This Agreement is intended by the Parties as a complete and exclusive statement of the terms
of their agreement and it supersedes all prior agreements, written or oral, as to this subject
matter.
XVIII. AUTHORITY TO SIGN AGREEMENT
The undersigned individuals hereby warrant and represent that they each have full legal
authority to sign this Agreement and bind the parties hereto.

IN WITNESS WHEREOF, the parties have caused this Agreement to be executed as of the date first above
written.
EASTERN MUNICIPAL WATER DISTRICT

WESTERN MUNICIPAL WATER DISTRICT

By:

By:
Paul D. Jones II, P.EyGeneral Manager

Dated:

jl • &[ • / S

John Rossi) General Manager

Dated:

07-08-15-Final
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Exhibit A
Interagency Agreement for Eastern/Western
Intertie Connection to Serve MARB Area
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Exhibit B-l
Recap of Rates for Water Service Interconnection between
Eastern Municipal Water District (EMWD) and Western Municipal Water District (WMWD)
For March Air Reserve Base Area

$ 111.20

Per Increment(1>:
Total Fixed Charge
Replacement Reserve Contribution
Total Fixed Cost

$
$
$

Monthly
1,435.33
2,682.14
4,117.48

$
$
$

Annual
17,224.02
32,185.73
49,409.75

$
$
$

Monthly
4,978.55
9,820.96
14,799.51

$
$
$

Annual
59,742.59
117,851.49
177,594.08

Maximum Capacity (if purchased now)(2>:
Total Fixed Charge
Replacement Reserve Contribution
Total Fixed Cost

Notes:
(1) Increment is 1.0 cfs for conveyance and 1.5 MG for storage up to the maximum.
(2) Maximum Capacity is 4.5 cfs for conveyance and 3.2 MG for storage.

10/14/2015
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Exhibit B-2
Rate Calculation for Water Service Interconnection between
Eastern Municipal Water District (EMWD) and Western Municipal Water District (WMWD)
For March Air Reserve Base Area

Maximum Western CFS Participation

Esca'ation by Latest CPI Year over Year

70
6 4%

Box Springs Storage Maximum Capacity
267%

12
3,20

Maximum Western CFS Participation FF only

25 4%

35
8 9

Maximum Western CFS Participation MDD only

12 9%

Maximum Western MG Participation

CPI May 2015

246 093

CPI May 2014

243 362

450

Box Springs Conveyance Maximum Capacity

Rates Effective Next January 1

450

A VOLUMETRIC DEUVERY CHARGE:
Delivery Rate Calculation

Actual Cost Fiscal

Escalated Cost per

Year 2013-14

AF

$
$
$
$
5
$
A

Cactus Pumping Plant - Energy
Cactus Pumping Plant - Non-Energy
Total Cactus Pumping Plant & Feeder
Box Springs Storage
Box Spr ngs Conveyance
Total Direct O&M Costs
AF Delivery to EM-23
Direct Delivery Cost per AF

1011221966

CPI Index Factor___________________

244,084
24,634
268,718
29,265
153,428
451,411
4,105 0
109.97

$
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Cactus Pumping Plant & Feeder Maximum Capacity

111.20

Note Delivery Cost is applied to commodity after the water loss factor is added to the connection meter read

Capacity Unit
Purchased

Capacity Unit

Year 2013-14

Purchased

Annual Cost at

Monthly Cost at

Monthly Cost per Annual Cost per

Actual Cost Fiscal

Maximum

Maximum

Participation

Participation

B MONTHLY FIXED RATE:
1

[

Fixed Rate Calculation:
a. Cactus Pumping Plant & Feeder

$
$
$

Total Direct O&M Costs
Less Energy
Fixed Portion of Direct O&M Costs

Escalated Cost through May 2015

268,718
|244,084|
24,634
70

Total CFS Capacity

$
$

351 91

$

29,265

$
$
$

2,438 75

$

153,428

Annual Fixed Cost per CFS MDD only

5

4,383 65

Monthly Fixed Cost per CFS MDD only

5

365.30

Annual Fixed Cost per CFS
Monthly Fixed Cost per CFS

29 33

$

29 66 $

$

308 26 $

3,699 18

$

369 40 $

4,432.84 $

1,662,32 $

19,947.79

$

707.32 $

8,487.88 $

2,453.40 $

29,440 75

$

728 01 $

8,736,14 $

2,525.15 $

30,301 84

4,978-55 $

59,742-59

355.86 $

133 45 $

1,60139

657 63 $

7,891.58

b Box Springs Storage
Fixed Direct O&M Costs
Total MG Capacity

12

Annual Fixed Cost per MG
Monthly Fixed Cost per MG
MG to CFS Conversion Factor

1.5

203 23
304 84

$

c Box Springs Conveyance
F?xed Direct O&M Costs

35

Total CFS Capacity

a+b+c Total Capacity Unit Component
d Applicable Indirect Cost

$

Total Fixed Rate Charge
2.

17,22402 $

1,435-33 $

Indexed as of May 2015

Replacement Reserve Contribution:
a Cactus Pumping & Feeder
Current Replacement Cost
Annual Amortization over 50 years

$
$

Total CFS Capacity
Annual Replacement Reserve Contribution per CFS
Monthly Rep acement Reserve Contribution per CFS

29.177,512
583,550
70

$
$

8,336 43

$
$

12,454,287

69470

$

8,336.43

$

694 70

$

1,729 76

$

257 68

$

2,682 14 $

32,185.73 $

i

4417-48 $

49/409.75 $

S

3,126 16

s

5,535 24

s

1,159 56

$

37,513 94

$

66,42287

$

13,914 68

b Box Springs Storage
Current Rep!acement Cost
Annual Amortization over 50 years
Annual Replacement Reserve Contribution per MG
Monthly Replacement Reserve Contribution per MG
c Box Springs Conveyance
Current Replacement Cost
Annual Amortization over 50 years

$

$

Monthly Replacement Reserve Contribution per CFS
Total Replacement Reserve Contribution

Total Fixed Charge

1,729 76

5,411,265

S

3,092.15

$

$

20,757.15

$
$

Total CFS Capacity
Annual Replacement Reserve Contribution per CFS

249,086
12

Total MG Capacity

20,757.15

108,225
35
257 68

$

3,092.15

9,820 96 $
14,799.51 $

117,851,49
177,594.08

Western Calc based on March CPI

Exh bit B Western MARB Area Rate Calculation FINAL 10-14-15
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Exhibit B-3
DIRECT COST OF CACTUS PUMPING PLANT AND BOX SPRINGS TANKS

A
A1
A2

70.00
4.50
12.00
3.20

Fiscal Year AF Deliveries through EM-23 per Met Invoices
CFS Deliveries through EM-23 (based 1 CFS = 723.91 AFY)
Cactus Pumping Plant (EM-23) & Feeder
Company Fund
Annual Cost
Actual Flag
Fiscal Year Ending Jun 30
Cost Category
Location Code
Account
48 53150
52
48 54120
52
48 54140
52
48 54244
52
48 55170 Pumping Energy
52
48 56160
52
52
48 56177
52
48 57133
52
48 57235
Total Direct Pumping & Feeder Annual O&M Cost
Energy Cost Portion
Fixed Cost Portion
AF Cost for Total Cost
AF Cost for Energy Cost
AF Cost for Fixed Cost

4,1050
5.7

Box Springs Storage
Tank I,II,III,IV
Annual Cost

B

c

Company Fund
Actual Flag
Fiscal Year Ending Jun 30
Cost Category
Location Code
Account
55
17 53150
55
17 54120
55
17 54140
55
17 55170
55
17 55472
55
17 56160
55
17 57133
55
17 Total
55
48 53150
55
48 54120
55
48 54140
55
48 56160
55
48 56178
55
48 57133
55
48 57235
55
48 Total
55
49 53150
55
49 54120
55
49 54140
55
49 56160
55
49 56181
55
49 Total
55
50 53150
55
50 56160
55
50 57133
55
50 Total
Total Direct Storage Annual O81M Cost
AF Cost for Total Cost
Direct Cost Box Springs Conveyance Operating & Maintenance
District Total Pipeline O&M
Less: Meter Maintenance, Cross Connection, Inspection Costs
Adjusted Pipeline O&M
District Total AF Sales
District average cost applied to AF out of EM-23
Direct Conveyance Annual O&M Cost

6.4%
26.7%

101
A
2014
Net Amount
10,574
1,339
1,618
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Ref

Cactus PP Capacity (CFS)
Western Ultimate Participation in Cactus PP (CFS)
Box Springs Storage Capacity (MG)
Western Ultimate Participation in Box Springs Storage (MG)

244,084
35
5,057
6,011

5

$
$

268,718
244,084
24,634
65.46
59.46
600

41
A
2014
Net Amount
5,785
14
1,139
323
332
32
1,404
9,029
4,483
31
120
4,347
799
9,780
3,772
31
39
4,347
97
8,286
766

s
$
$
$
$

1,404
2,170
29,265
7.13

7,272,179
(3,739,118)
3,533,061
94,528
37-38
153,428

For Delivery Rate Calculation:
D = A+B+C Total Direct Pumping, Storage, and Conveyance Annual O&M Cost
E
AF Cost
Escalated AF Cost

O-Al

10/14/2013

For Fixed Rate Calculation:
[Total Direct Cost without Energy

$
$

451,411
109.97
111.20

207,327 |
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Fiscal Year Ending June 30, 2014

a

b

c

d

e

f

e

a/b

c*d

h

j

e*f

e*g

Western's Share of MARB Asset Indirect Cost
Applicable Indirect
MARB Area

MARB Delivery Assets portion of total
District O&M
O&M Cost for Cactus Pumping Plant
O&M Cost for Box Springs Storage
O&M Cost for Box Springs Conveyance
Annual Total

District Total
O&M

Asset O&M

$
$
$
$

MARB Asset

Costs * Allocated

O&M Share of
District O&M

To Direct Cost

of Applicable

Per

Maximum

Centers

Indirect Costs

Increment

Participation

24,634

$

2,835,527

0.87%

29,265

$

544,216

5.38%

153,428
$
207,327 $

3,533,061
6,912,804

4.34%
3.00%

District Total Indirect Costs
Applicable Share of Indirect Costs

$
$
$
$
$

2,918,461
560,133
3,636,397
7,114,991

MARB Asset Share

$
$
$

25,354

1.4%

30,121

12.5%

6.4%
26.7%

157,915

$

213,391

2.9%
4.0%

12.9%
14.0%

s
$
$
$

CPI Index to May 2015

24,655,150
29%

Annual Cost Escalated
Monthly Cost Escalated

Maximum
Participation

Per Increment

$
$

362.21

$

1,629.93

3,765.12

$

8,032.25

4,511.86 $
8,639.19 $
1.01122
8,736.14
728.01 $

20,303.39
29,965.57

$

1.01122
30,301.84
2,525.15

* Indirect Costs are the overhead expenses associated with the following functions:
Water operations administration, operations crew supervision, planning and scheduling,

Cactus PP

=1/70

=4.5/70

electrical and SCADA systems, facilities maintenance group, pipeline crew,
central control group, mechanical services, and regulatory and laboratory.

BS Storage

=1.5 /12
=1/35

=3.2/12

10/14/2015

BS Conveyance

=4.5 /35
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Exhibit B-4
MARB Area Assets Indirect Cost

3.H.b
Exhibit B-5
MARB Area Assets
EMWD FA info All
EASTERN MUNICIPAL WATER DIST
Function*! Currency: USD
AS OF 6/30/14

ESTIMATE

Box Sprints Reliable Storage Capacity = 12 0 MG

Cactus

Index at 5/31/15
10,995.27

Booster

Data
Asset
Tag Number

Placed In
Description

Category

B

101694 *0014 WATER FACILITIES BOX SPRINGS ROAD
1031B4 4021 WATER FACIUTIES-B0X SPRINGS ROAD

B

103178 #018 BOX SPRINGS RESERVOIR SUPPLY PIPELINE
1
1031B0 #019 WATER FACILITIES BOX SPRINGS TANK
1
101495 #002 BOX SPRINGS RESERVOIR 2 MILLION GALLONS
1
102262 #0110 WATER FAC MORENO VALLEY WEST FEEDER FACILITY 30" TRANSMISSION LINE 1
1
113682 #001 23.3 ACRES FOR BOX SPRINGS TANKS
1
101619 #020 BOX SPRINGS TANK #2 SITE GRADING
1
101620 #021 BOX SPRINGS TANK #3 STIE GRAOING

B
B

B
B

101622 #022
101624 #023
101626 #024
10162B #025

B

INCREASE WATER STORAGE BOX SPRINGS TANK #2
INCREASE WATER STORAGE BOX SPRINGS TANK #3
INCREASE SOIL STABILITY BOX SPRINGS TANK #2
INCREASE SOIL STABILITY BOX SPRINGS TANK #3

ONSITE PIPING BOX SPRINGS TANK #3 INCL 42' TRANSMISSION
ONSITE PIPING BOX SPRINGS TANK #1 INCL 42' TRANSMISSION
ONSITE PIPING BOX SPRINGS TANK #2 INCL 42* TRANSMISSION
BOX SPRINGS #1 TANK SITE GRADING
#035 BOX SPRINGS #4 TANK SITE GRADING
#036 INCREASE SOIL STABILITY BOX SPRINGS TANK #4
#037 BOX SPRINGS TANK #4 FINISH SITE WORK & PIPING & APP. 42' TRANSM
#038 INCREASE SOIL STABILITY BOX SPRINGS TANK #1
#0715 BOX SPRINGS TRANSMISSION MAIN PH 1 SPEC 482W
#0716 BOX SPRINGS TRANSMISSION MAIN PH II • SPEC 553W
102991 #0728 BOX SPRINGS CONST PH II
113863 #001 EASEMENTS BOX SPRINGS TRANS MAIN PHASE I
101960 #002 RADIO TELEMETRY EQUIPMENT @ BOX SPRINGS I TANK

B

101638
101639
101640
101641
101642
101643
101644
101645
102978
102979

B
B
B
B
B

B
B
B
W

116768
117348
123436
125630
126797
126798
126810
126820

B
B
X
X
X
X

ESTIMATED

#031
#032
#033
#034

WMWD EASTR DGE 12' CONNECTION AT BOX SPRINGS
BOX SPRINGS II TANK SCADA SYSTEM FIELD RTU INSTALLATION S4148
EL5WORTH STREET 30' POTABLE WATER TRANSMISSION PIPELINE. PHASE 2
INTRAC RADIO REPLACEMENT PHASE II BOX SPRINGS TANK #1 S4117
PERRIS VALLEY PIPELINE/CACTUS AVE FEEDER - LAND

CACTUS AVENUE PUMP STATION LAND
CACTUS AVENUE PUMP STATION
PERRIS VALLEY PIPELINE/CACTUS AVENUE FEEDER
127221 CACTUS DERCETO S/W ENERGY OPTIMIZATION PROGRAM

1 Jul 72
1 Jul-84
Jul-85
lul-85
Jut-87
Jul-87
Jul-88
Jul 91
Jul 91

PIPEUNES.N/A.67 YEARS
PIPELINES .N/A.40 YEARS
PIPELINES N/A.40 YEARS
PIPELINES AJ/A.40 YEARS
STORAGE TANKS N/A.30 YEARS
PIPELINES.N/A.40 YEARS
FEE, TITLE;tAND N/A.05 YEARS
STORAGE TANKS.N/A.30 YEARS

1 Juf91

STORAGE TANKS.N/A.30 YEARS
STORAGE TANKS.N/A.30 YEARS
STORAGE TANKS.N/A.30 YEARS
STORAGE TANKS N/A.30 YEARS
STORAGE TANKS N/A.30 YEARS

1 Ail 93
1 Jul 93

STORAGE TANKS N/A.30 YEARS
STORAGE TANKS N/A.30 YEARS

1 Jul 93
1 Jul 93
1 Jul 93

STORAGE TANKS.N/A.30 YEARS
STORAGE TANKS.N/A.30 YEARS
STORAGE TANKS.N/A.30 YEARS

1 Jul 93
1 All-93
1 Jul-93

STORAGE TANKS.N/A.30 YEARS
STORAGE TANKS N/A.30 YEARS
STORAGE TANKS.N/A.30 YEARS
PIPEUNES N/A.40 YEARS
PIPELINES N/A.40 VEARS

1 Jul 91
1 Jul 91
1 Jul 91

1
1
1
1

Jul 93
Jul 93
Jul-93
Jul 93

1 Jul -96

Ufa
Years

PIPELINES N/A.40 YEARS
FEE, TITLE EASEMENTS.N/A.05 YEARS
TELEMETRY EQUIP WATER N/A.30 YEARS

YEARS
PIPELINES.N/A.40
5ep-01
TELEMETRY
May-02 EQUIP WATER N/A.07 YEARS
3131 -0ecO6 PIPELINES N/A.40 YEARS
WATER PUMPING PLANTS N/A.10 YEARS
3l-Oct-08
TCJon-10 FEE. TITLE:LAND N/A.05 YEARS
30-

30-Jun-10
30-Jun-lO
30Jun 10
31 an 11

FEE. TlTLE:LAND N/A.05 YEARS
WATER PUMPING PLANTS N/A.40 YEARS
PIPELINES.N/A.40 YEARS
COMPUTER EQUIPMENT N/A.05 YEARS

Notes:
1 Update this schedule when replacements
2 Add
•t information
3 Retire old asset information
4 This Is not an all-inclusive list but represents best effort to capture the major system assets
5 These Fixed Asset Costs are historical purchased, that have been roHed forward to current values using the ENR CCI-IA Index
6 These values are used to estimate a replacement reserve contribution and do not represent cost to build new

CCFLA
Tag Number
67 CO 1308
40 JE17310
40 JE22S10
40 JE21390
30 CO 22710
40 CO 22980
5
30 CO 40100
30 CO 40100A
30 CO 43540
30 CO 44120
30 CO 44920
30 CO 44920A
30 CO 45820
30 CO 45820A
30
30
30
30
30
30

CO 4SB20B
CO 40100B
CO 40100C
CO44920B
CO 45820C
CO 44920C

40 CO 46380
40 CO 50260
40 CO 49200
5 CO46380A
30 CO 55330
40 CO 64126
7 CO 63772
40 CO 65735
10 CO 67313A
5 CO 67600A
5 CO 67601A
40 CO 67601
40 CO 67600
5 CO 68121

Period
14-Jun
14-Jun
14-Jun
14-Jun
14-J
14-Jun
14-Jun
14 Fun
14-Jun
14 Jun
14-Jun
14-Jun
14-Jun
14-J
14 J
14 Jun
14-Jun
14 Jun
14 Jun
14 Jun
14-Jun
14-Jun
14-Jun
14-Jun
14-Jun
14-Jun
14-Jun
14-Jun
14-Jun
14-Jun
14-Jun
14-Jun
14-Jun
14 Jun
14 Jun

Company Location

Co*t

ENR INDEX

100 GD
10 5A41
10 SA41
10 SA41

17 920

1,965 82

32,262
25,498
21,624

3 SA41
3 SA41
10 SA41

596,297
752,182
BBO.B53

5.2S9 93
5,446.69
5,446.69
5,474 14
5,474 14

3 SA41
3 SA41
3 SA41
3 SA41
3 SA41
3 SA41
3SA41
3 SA41
3 5A41

545,751
545,505
1,167,979
1,222,750
36,147
36,147
154.545
154.545
154.545

70 CFS

REPLACEMENT
COST

Capacity

6,477 84
6.477.84
6.477.84
6,477.84

Capacity

Capacity

1,197,713
1,510,820

985,314

6.090.12
6090.12
6090.12

Conveyance
35 CFS

51,473
43,652

1,197,713
1,510,820

5,770.84
6.090 12

Storage

Assets
12 MG

100,230
67,441

100.230
67,441
51,473
43,652

6,090.12
6.090 12

Storage

985,314
984,870

984.B70
2,108,701
2,207,586
65,260
65,260

2,108,701
2,207,586
65.260

262.320
262.320

262,320
262.320

262.320
924,997

262.320
924,997
925,923
61,615

65.260

SA41
SA41
SA41
SA41
SA41

544,960
545,505
36,300

3 SA41
3 SA41

2,036,275
765.458
376,705
1,853
5,240

6.55B.44

10,708
13,648

7.226 92
7,402 75

20,271

20.271

3,182,328
11,948

9.894 94

13,277

13,277

3
3
3
3
3

3
3
10
10

SA41
SA41
SA41
5A41

10 SA41
3 SA41
13 SA41
100 GD
100 GD
100 GD
100 GO
100 GD

154,665
36,300

535,264
854,293

6,47764
6.477.B4
6,477 84
6,477.84

925.923
61,615
262,524

6,477 84
6,477.84
6,477.84

3,4S6,30S
1,299,263
639,406

262,524

61,615

61,615
3,456,305
1,299,263
639,406

6,477 84

11,361,939
15.008,700
65,700

9.962 19
9.962.19
9.962.19
9,962.19
10,000 30

41 892,338

1 1229515

Annual Amortization over 50 year*
MG or CPS Capacity
Annual Capital Replacement Reserve Charge per MG or CFS
Monthly Capital Replacement Reserve Charge per MG or CFS

B.786

8,786
16.291

16.291

12,540,173
16.565,103
72,237

12,540,173

47,04 3 065

29,177,512

16,565,103
72,237

s

$
$

32,1X5.73 $
2,682.14 $

Maximum Western Participation
Percent of Participation

583,550 $
70 0
8.336.43
694 70

12,4S4,287

$
$

5.411,265

2 49.086 $
12,0
20.75715
1,729 76

5
5

3 2

4 5
6.4%

26.7%

108,225
35.0
3,092.15
257.68
4.5
12.9%

7 This Is not to be confused with the calculated purchase price per CFS or MG as described n the agreement and which are entirely different
Annual Capital Replacement Reserve Charge
at Maximum Participation
Monthly Capital Replacement Reserve Charge
at Maximum Participation

WHrtou

S

117,851 49 $

5

9,820 96 $

37.513 94
3,12616 $

$

66,422 87 $
5.53S24 $

13,914.68
1,159.56
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From Fi»ed Asset Ewrythlng Report at 6/30/14

3.H.b

Exhibit B-6
Water Deliveries to Cactus Pumping Plant
As per Metropolitan Invoices for EM-23

EM-23 Jan
Feb

Cal 2012 Cal 2013
265 3
328.9
110.7
287.8

Mar

35.7

76.3

231.2

351.3

405.1

Apr

159.2

252.0

219.6

490.3

573.3
785.7

May

491.3

360.0

272.6

670.3

Jun

245.8

967.3

422.2

779.7

602.6

Jul

390.4

332.6

604.8

696.3

Aug

289.3

784.6

606.6

764.2

Sep

88.9

408.6

569.9

594.3

Oct

43.5

91.3

336.4

139 4

512.1
216.7
331.2
121.3

Nov

293 7

126.0

291.2

191 0

97 7

Dec

208.0

104.3

402.7

158 1

197 4

2,245.8

3,809.1
3,275.5

4,269.8

5,451.6

3,305.6

5,719.9

Calendar Year Total
Fiscal Year Total

10/14/2015

Cal 2009 Cal 2010Cal 2011
181.4
245.9
66.7
124.7

4,219.1
5,286.0 [

Cal 2014
121 5
254.2
749.3
548 9
532.3
422.4

Attachment: Exhibit B - Interagency Agreement (4889 : MARB Interagency Agreement Amendment No. 2)

DELIVERIES

2,628 6
4,105.0

1
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3.H.d

This Amendment No. 2 (“Amendment”) to the Interagency Agreement dated November 9, 2015
(“Agreement”) by and between EASTERN MUNICIPAL WATER DISTRICT (“Eastern”) and
WESTERN MUNICIPAL WATER DISTRICT (“Western”) (Eastern and Western being
hereinafter sometimes collectively referred to as the “Parties”) is made and entered into this
________ day of ____________________, 2021.
RECITALS
WHEREAS, on November 9, 2015 the Parties entered into the Agreement pursuant to
which supplemental water supply for the March Air Reserve Base Area would be provided by
Eastern to Western; and
WHEREAS, the Agreement was amended on October 19, 2016 (Amendment No. 1) for
purposes of reducing the increment of water supply specified in the Agreement; and
WHEREAS, at this time Western desires to install an additional interconnection
(Connection No. 7) to Eastern facilities generally located at the intersection of Cactus Avenue
and Frederick Street in the City of Moreno Valley, California; and
WHEREAS, Eastern agrees to Western’s request to construct an additional
interconnection to Eastern facilities in accordance with the terms and conditions of the
Agreement (as Amended) and as more fully described herein; and
WHEREAS, the purpose of this Amendment No. 2 is to set forth the terms and
conditions under which Eastern authorizes Western to construct one (1) additional potable water
interconnection facility (Connection No. 7) as provided herein, and to serve such facility in
accordance with the Agreement (as Amended).
NOW THEREFORE, in consideration of the mutual premises and covenants contained herein,
the Agreement is hereby amended as follows:
AMENDMENT
1. Incorporation of Recitals. The Recitals set forth above are incorporated into and are a
part of this Amendment.
2. Exhibit A of the Agreement is hereby deleted in its entirety and replaced with Exhibit A.1,
attached hereto and incorporated herein.
3. Section III.3 of the Agreement is hereby deleted in its entirety and replaced as follows:
Western will construct, or cause to be constructed at Western’s sole expense, up to two
(2) individual interties capable of delivering a combined total of up to 18.4 cubic feet per
second (cfs) (up to 13.4 cfs initially and 5 cfs reserve for future use) of potable water
1
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AMENDMENT NO. 2
to
INTERAGENCY AGREEMENT
FOR
EASTERN/WESTERN INTERTIE CONNECTION
TO SERVE THE MARCH AIR RESERVE BASE AREA

between Eastern’s existing potable water system and the MARB Area. The primary
interconnection facility (Connection No. 6) will be located at the intersection of Cactus
Avenue and Riverside Avenue in the City of Moreno Valley, California and shall generally
consist of a meter, pressure reducing station, pipelines, and related appurtenances to
connect Eastern’s 1764 Pressure Zone (PZ) with MARB’s 1698 PZ. The secondary
interconnection facility (Connection No. 7) will be located at the intersection of Cactus
Avenue and Frederick Street in the City of Moreno Valley, California and shall generally
consist of a meter, pipelines, related appurtenances and may consist of a pressure
reducing station to also connect Eastern’s 1764 PZ with MARB’s 1698 PZ. Western, and
any contractor or developer performing work on any intertie facility hereunder, shall
provide evidence of insurance to Eastern in a form and type deemed minimally
acceptable by Eastern, naming Eastern as an additional insured. Such requirement shall
include the abandonment of existing Service Connections as described in Section 4,
below. The secondary interconnection is contingent upon obtaining the Notice to
Proceed with construction of the primary interconnection.
Eastern and Western will review and approve easements and plans for the interties.
Western will initiate preparation of plans and specifications for the proposed interties for
review and final approval in writing from Eastern. Ownership responsibilities will be
detailed in the plans. Completion will be defined by filing of the Notice of Completion
(NOC) with the County of Riverside, California. Eastern will review and approve the NOC
prior to recordation.
4. Section III.4 of the Agreement is hereby deleted in its entirety and replaced as follows:
Western will abandon, or cause to be abandoned at Western’s sole expense, the
following existing service connections including related facilities and appurtenances:
•
•
•

Service Connection No. 1 – Alessandro/Barton
Service Connection No. 2 – Westgate (Cactus Avenue)
Service Connection No. 3 – Eastgate (Heacock Street and John F. Kennedy
Drive)

Western will initiate preparation of abandonment plans and specifications for above noted
connections for review and final approval in writing from Eastern. Completion will be
defined by filing of the Notice of Completion (NOC) with the County of Riverside,
California. Eastern will review and approve the NOC prior to recordation.
Said connections shall be subsequently abandoned after construction has been
completed for either of the proposed intertie connections (Connection No. 6 or
Connection No. 7). Service connection abandonments must be completed within one (1)
year of completion (one year from date of filed notice of completion) of a proposed intertie
connection (Connection No. 6 or Connection No. 7). The only active connections that
shall remain after this agreement will be the Phillips Connection (Service Connection No.
4), the March Global Port Connection (Service Connection No. 5) as amended and the
proposed MARB Area Interties (Service Connections No. 6 and, if constructed,
Connection No. 7).
5. The word “intertie” shall be replaced with the word “interties” in the following Sections of
the Agreement:
a. III.6, III.7, III.10, IV.5, IV.6, V, and VII.3.
2
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6. Section III.9 of the Agreement is hereby deleted in its entirety and replaced as follows:

•
•
•

•

MDD and Fire Flow Storage – up to 3.2 MG
Pumping Conveyance in Cactus Booster Pumping Station – up to 4.5 cfs
Conveyance Capacity in Cactus Feeder – Western will grant its 10cfs right to
Eastern in exchange for a 9.5 cfs right in the existing Cactus II Feeder. Only 4.5
cfs of the transferred right is being utilized at this time. Therefore, 5 cfs of the
exchanged capacity will remain dormant at this time. The purchased capacity in
the Cactus Booster Pumping Station shall always match the purchased capacity in
the Cactus Feeder. The remaining dormant capacity may be activated upon
approval in writing at the discretion of Eastern’s General Manager.
Fire Flow or other emergency conveyance capacity from storage – up to 13.4 cfs.

Said capacity rights will be conveyed to Western upon payment to Eastern.
Western will own, operate and maintain the intertie facilities, except as delineated on the
final approved plans. Western will provide Eastern necessary easements to access and
maintain Eastern meters on Western properties. Western will prepare easements and
complete recordation of the same prior to initiation of service at each proposed intertie
(Connection No. 6 and Connection No. 7).
7. Section IV. 4. of the Agreement is hereby deleted in its entirety and replaced as follows:
Western will purchase MDD capacity up to 4.5 cfs in Eastern’s Cactus Booster Pumping
Station facility incrementally. Initial purchase to occur with initial capacity impact at first
use of Service Connection No. 6 or 7.
8. Except as amended herein, all other terms and conditions of the Agreement dated
November 9, 2015, and Amendment No. 1 to such Agreement dated October 19, 2016
shall remain unchanged and in full force and effect.
IN WITNESS WHEREOF, the parties have caused this Amendment No. 2 to be effective as of
the date last executed.
EASTERN MUNICIPAL WATER DISTRICT
By: ____________________________________
Paul D. Jones II, P.E., General Manager
Dated: _________________________________
WESTERN MUNICIPAL WATER DISTRICT

3
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Western will purchase the following infrastructure rights for ultimate water demands in
accordance with the costs detailed in Table 1 herein and under the purchase conditions
further discussed in this agreement.

3.H.d

By: ____________________________________
Craig Miller, General Manager

Attachment: Exhibit D - Draft Amendment 2 (4889 : MARB Interagency Agreement Amendment No. 2)

Dated: __________________________________
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4.A

ACTION

Board of Directors
April 7, 2021

SUBJECT:
Adopt a Proposed Resolution Amending the EMWD Administrative Code, Title 3 Article 8,
Comprehensive Debt Policy
BACKGROUND:
Eastern Municipal Water District (EMWD) relied upon the authorization and sale of general
obligation bonds, as part of improvement district programs, to finance needed water and/or
sewer system facilities. The passage of Proposition 13 necessitated changes in the methods of
financing public improvements for water and sewer facilities and the District explored the use
of other financing methods.
On April 21, 1982, the Board adopted Resolution No. 1842, establishing general policies, terms
and conditions under which the District would consider implementing an Assessment District
program. Continued interest in the use of land-secured financing prompted a review of the
policy, and after the adoption of Resolution No. 1842, the Board amended the policy’s terms
and conditions by adopting Resolution Nos. 1842.1–1842.5 from 1982–2000. The amendments
to the policy accounted for the passing of the Mello-Roos Community Facilities Act of 1982 and
incorporated language to include parameters with respect to Community Facilities District
financing and set forth terms and conditions under which the District would consider such
financing program.
On October 20, 2010, the Board adopted Resolution No. 1842.6, establishing an amended and
rewritten policy (Special District Policy) concerning the use of Assessment District and
Community Facilities District financing programs to finance water and/or sewer system
facilities.
On April 17, 2013, the Board adopted Resolution No. 1842.7, amending the Special District
Policy with policy principles to establish a foundation to support the continued use of the landsecured financing program. The policy principles established include:
Special Tax Ratepayer Protection: The District will limit special tax rates for Community
Facilities Districts and Assessment Districts to a reasonable level to protect ratepayers.
Investor Protection: The District will levy and collect special taxes each year to fully fund debt
service payments or to pay for the acquisition or construction of facilities.
Customer Protection: The District will protect its customers and standing in the credit markets
by managing and administering special districts in a prudent, efficient, and effective manner.
4851
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On January 18, 2017, the Board adopted Resolution No. 2017-006, establishing the
Comprehensive Debt Policy in response to Senate Bill 1029 which required agencies to adopt a
policy addressing:
•
•
•
•
•

Purpose for which debt proceeds may be used;
Types of debt that may be issued;
Relationship of debt to the issuer’s Capital Improvement Program or Budget;
Policy goals related to the issuer’s planning goals and objectives; and
Internal control procedures that the issuer has implemented or will implement to
ensure that the proceeds of the proposed debt issuance will be directed to the intended
use.

The Comprehensive Debt Policy (Policy) consolidated the District’s stand-alone policies
previously adopted by the Board through Resolutions or previous components of the
Administrative Code (e.g., Special District Policy, Swap Policy, Disclosure Procedures, etc.) and
further simplified the ongoing maintenance and update of the policies. The Policy fully
complies with SB 1029, sets forth the parameters for issuing debt and managing outstanding
debt, and provides guidance to staff regarding the timing and purposes for which debt may be
issued, types and amounts of permissible debt, and method of sale that may be used.
The Policy applies to Eastern Municipal Water District obligations, including notes, bonds, loans,
lease securities, and certificates of participation issued or delivered by the District, including
Assessment District bonds and bonds issued by other entities controlled by the District, such as
the Eastern Municipal Water District Financing Authority, Community Facilities Districts formed
pursuant to the Mello-Roos Act (CFDs) and Assessment Districts formed pursuant to the
Improvement Acts of 1911 and 1913 (ADs), and the Western Riverside Water and Wastewater
Financing Authority which has been utilized to issue securities. The Board maintains authority
to waive elements of the Policy in connection with individual financings at its discretion.
The District reviews the Policy annually or more often if there is a material change in risk
exposures or conditions in need of consideration. The District staff, along with its Bond
Counsel, Municipal Advisors, and Special Tax Consultant has reviewed the Policy and
recommends revisions be made to the Policy. The revised Comprehensive Debt Policy (Exhibit
B) includes the following revisions:
•
•
•
•
•

4851

Revise minimum lot requirement to align with actual practice—reduce minimum
threshold to 100 lots and require additional, non-pledged special reserve for
developments between 100 to 150 lots;
Memorialize maximum special tax rates will not escalate;
Strengthen letter of credit requirements by removing ability to fund with cash;
Inclusion of JCFA policy component for CFDs where EMWD is not the lead agency; and
Miscellaneous terminology, administrative, and procedural updates.
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Adoption of the proposed Resolution (Exhibit A) will amend the EMWD Administrative Code,
Title 3 Article 8, with the revised Comprehensive Debt Policy (Exhibit B). A Redline
Comprehensive Debt Policy (Exhibit C) displays the material changes made during the revision
process.
FINANCIAL IMPACT:
None
STRATEGIC PLANNING GOAL/OBJECTIVE:
Ensure financial stability and demonstrate responsible stewardship of public funds.
ENVIRONMENTAL IMPACT:
None
RECOMMENDATION:
Adopt a proposed Resolution amending the EMWD Administrative Code, Title 3 Article 8, as it
relates to revising the Comprehensive Debt Policy.
SUBMITTED BY:

Attachment(s):
Exhibit A - Resolution
Exhibit B - Comprehensive Debt Policy
Exhibit C - Redline Comprehensive Debt Policy
Presentation

History:
04/01/21
04/07/21

Board Administrative Committee
Board Meeting

RECOMMENDED FOR APPROVAL

Staff Contact: Thomas Hays
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RESOLUTION NO. ________
A RESOLUTION OF THE BOARD OF DIRECTORS OF
EASTERN MUNICIPAL WATER DISTRICT AMENDING RESOLUTION NO. 5111
(ADMINISTRATIVE CODE) AS IT RELATES TO REVISING THE COMPREHENSIVE DEBT POLICY

1. Purpose
This Resolution amends Resolution No. 5111 (Administrative Code) to adopt
revisions to the Comprehensive Debt Policy.
2. Amendment
The Comprehensive Debt Policy is hereby amended and reenacted in accordance
with the redlined/strike-out changes in Exhibit C attached to this Resolution.
3. Other
Except as provided herein, Resolution No. 5111 is reaffirmed and readopted.
PASSED, APPROVED, and ADOPTED on April 7, 2021.

Philip E. Paule, President

ATTEST:

APPROVED AS TO FORM:

Sheila Zelaya, Board Secretary

Steven P. O’Neill, District Counsel

(SEAL)
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BE IT RESOLVED BY THE BOARD OF DIRECTORS OF EASTERN MUNICIPAL WATER
DISTRICT as follows:

Comprehensive Debt Policy
Relating to: Eastern Municipal Water District, Eastern Municipal Water District Financing Authority,
Western Riverside Water and Wastewater Authority, and all Entities Formed Pursuant to the Mello‐Roos
Act and or Improvement Act(s) of 1911 and 1913 In Order to Issue Debt on Behalf of Eastern Municipal
Water District

April 7, 2021
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1. Introduction

The Comprehensive Debt Policy (Policy) sets forth the parameters for issuing debt and managing
outstanding debt and provides guidance to decision makers regarding the timing and purposes for
which debt may be issued, types and amounts of permissible debt, and method of sale that may be
used. Adherence to a debt policy helps to ensure the District’s debt is issued and managed prudently
in order to maintain a sound fiscal position and optimal credit ratings. Other financial policies are
outside the scope of this document and maintained within the District’s Administrative Code or
adopted via Board Resolutions.
The Policy updates and replaces the District’s prior Special District Policy (Section 3), Swap Policy
(Section 4), and Disclosure Procedures (Section 5). There is a summary of the District’s Reserve Policy
within Section 7. The Reserve Policy is not replaced as it maintains reserves not related to debt, but
is intended to serve as a standalone document, to be updated by resolution. Debt specific reserve
funds from within that policy will then be referenced within the Policy. In order to maintain
relevance, the District will review the Policy annually or more often if there is a material change in
risk exposures or conditions.
Purpose
The purpose of this Policy is to document and memorialize District standards in connection with
Eastern Municipal Water District obligations, including notes, bonds, loans, lease securities, and
certificates of participation issued or delivered by the District, including Assessment District bonds
and bonds issued by other entities controlled by the District, such as the Eastern Municipal Water
District Financing Authority, Community Facilities Districts formed pursuant to the Mello‐Roos Act
(CFDs) and Assessment Districts formed pursuant to the Improvement Acts of 1911 and 1913 (ADs),
along with the Western Riverside Water and Wastewater Financing Authority for which the District
has overseen and utilized to issue securities.
The Policy as described herein is in accordance with current legislation and incorporates industry
best practices. It has been devised to serve as a public representation of District objectives in relation
to its use of any fixed rate debt, variable rate debt, public or privately placed debt obligation, interest
rate swaps and/or other derivative transactions. The Policy is further intended to memorialize
guiding directives from the District’s Board of Directors (Board) to management and staff for
decisions and recommendations related to the financial profile of the District.
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Eastern Municipal Water District (District) was organized under the Municipal Water District Law,
Division 20 of the Water Code of the State of California, as amended, on October 16, 1950 for the
primary purpose of importing Colorado River water to its service area in order to augment local water
supplies. The District’s service area is primarily located in the westerly third of Riverside County.
Prior to the District’s formation, the local water supply largely consisted of groundwater wells.

2. Debt Issuances – General District Debt
General District debt is primarily issued to fund long‐term capital improvement projects, essential
equipment and vehicle needs (collectively “New Money Debt”) and to refinance existing debt
1
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(Refunding Debt). Debt will be used to finance eligible projects as directed and approved by the
Board. The method of sale, participants of the financing team, and types of debt to be issued are
summarized below:

1. Competitive sale. Bonds will be marketed to a wide audience of investment banking
(underwriting) firms. The underwriter is selected based on its best bid for its securities. The
District will award the sale of the competitively sold bonds on a true interest cost (TIC) basis.
Pursuant to this policy, the General Manager, Deputy General Manager/Treasurer, and/or
Chief Financial Officer is hereby authorized to sign the bid form on behalf of the District,
setting the interest rates on bonds sold on a competitive basis.
2. Negotiated sale. The Deputy General Manager/Treasurer and Chief Financial Officer selects
the underwriter, or team of underwriters, to market the District’s securities in advance of the
debt issuance, with approval by the Board. The Chief Financial Officer works with the
underwriter to bring the issue to market and negotiates all rates and terms of the sale, with
the concurrence of the Deputy General Manager/Treasurer. In advance of the sale, the
General Manager, Deputy General Manager/Treasurer, and/or Chief Financial Officer will
determine compensation for and liability of each underwriter employed and the designation
rules and priority of orders under which the sale itself will be conducted. Pursuant to this
policy, the General Manager and/or Deputy General Manager/Treasurer is hereby authorized
to sign the bond purchase agreement on behalf of the District, setting the interest rates on
bonds sold on a negotiated basis.
3. Private placement/direct purchase. The District may elect to issue debt on a private
placement or direct purchase basis. Such method may be considered if it is demonstrated to
result in cost savings or provide other advantages relative to other methods of debt issuance,
or if it is determined that access to the public market is unavailable and timing considerations
require that a financing be completed.
Roles and Responsibility
The primary responsibility for developing debt financing recommendations rests with the Chief
Financial Officer and Deputy General Manager/Treasurer. In developing such recommendations, the
finance team shall consider the need for debt financing and assess progress on the current capital
improvement program (CIP), and any other program/improvement deemed necessary by the
District. The Board authorizes and approves debt financing and/or debt service‐related
recommendations and proposals. All proposed debt financings shall be presented to and approved
by the Board.
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Method of Sale
The District will select the method of sale, which best fits the type of bonds being sold, market
conditions, and the desire to structure bond maturities to enhance the overall performance of the
entire debt portfolio. Three general methods exist for the sale of municipal bonds:

Bond Counsel
The District will retain external bond counsel for all debt issues. As part of its responsibility to oversee
and coordinate the marketing of all District indebtedness, the Chief Financial Officer and Deputy
2
Packet Pg. 102

4.A.b

General Manager/Treasurer will make recommendations for approval by the Board on the retention
of bond counsel.

Municipal Advisors
The District will select independent municipal advisors. While serving as the District’s municipal
advisor, a firm may not also engage in the underwriting of the District debt issue for which that firm
acts as municipal advisor. A firm may not switch roles (i.e., from municipal advisor to underwriter)
after a financial transaction has begun. Municipal advisors shall be selected through a competitive
qualification process after a review of proposals by the Chief Financial Officer, Deputy General
Manager/Treasurer and/or other staff, and is subject to approval by the Board.
During the contract term of any party acting as municipal advisor, neither the firm nor any individual
employed by that firm will perform financial advisory, investment banking or similar services for any
entity other than the District in transactions involving a District financial commitment.
The municipal advisor will advise the District on refunding opportunities for current outstanding
debt, as well as assist in evaluating the merits of competitive, negotiated or private placement of
new debt, and determining the most appropriate structure to ensure effective pricing that meets the
District’s near‐term and long‐term cash flow needs. The municipal advisor will work with all parties
involved in the financing transaction, including the District’s bond counsel, trustee, underwriters,
and credit liquidity providers, to develop and monitor the financing schedule and preparation of the
Official Statement. The municipal advisor will assist the District in developing and distributing bid
specifications for desired services, such as, trustee and paying agents, printing, remarketing, and
credit liquidity service providers, and assist the District in its review process. The District also expects
that its municipal advisor will provide objective advice and analysis, maintain confidentiality of the
District’s financial plans, and be free from any material conflict of interest.
Underwriters
For negotiated sales, the District will generally select or pre‐qualify underwriters through a
competitive process. This process may include a request for proposal or qualifications to firms
considered appropriate for the underwriting of a particular issue or type of bonds. The Chief
Financial Officer and Deputy General Manager/Treasurer will determine the appropriate method to
evaluate the underwriter submittals and then select or qualify firms on that basis. The District will
not be bound by the terms and conditions of any underwriting agreements, oral or written, to which
it was not a party.
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Bond counsel will prepare the necessary authorizing resolutions, agreements, and other documents
necessary to execute the financing. All debt issued by the District will include a written opinion by
bond counsel affirming that the District is authorized to issue the debt, stating that the District has
met all state constitutional and statutory requirements necessary for issuance, and determining the
debt's federal income tax status.

New Money Debt
The District will utilize reasonable debt financing as an acceptable and appropriate approach to fund
long‐term investments, mitigating needed rate increases, and helping to ensure that existing and
future ratepayers fund an appropriate share of long‐lived assets. Long‐term investments include the
acquisition of land, facilities, works, improvements and supplies of water; and enhancements or
3
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The District will issue New Money Debt only in the case where there is an identified source of
repayment. Debt will be issued to the extent that (i) projected existing revenues are sufficient to pay
for the proposed debt service together with existing debt service covered by such existing revenues,
or (ii) additional revenues have been identified as a source of repayment in an amount sufficient to
pay for the proposed debt (including anticipated revenues from future rate increases).
The District will not issue debt to finance ongoing operating needs except in case of an extreme
financial emergency which is beyond its control or reasonable ability to forecast, and unless
specifically approved by the Board.
Debt issuance for a capital project will not be considered unless such project has been incorporated
into the District’s capital planning process, or as otherwise approved by the Board.
State Revolving Funds
The State Revolving Fund (SRF) loan program is a low or zero interest loan program generally for the
construction of wastewater treatment and sewage collection systems, water recycling facilities,
storm water projects, implementation of nonpoint source and storm drainage pollution control
management programs, estuary conservation and management programs, and other water
infrastructure and programs made available by the State. SRF debt service payments are factored
into debt service coverage ratios as defined by applicable water and wastewater indentures and/or
the District’s Master Resolution.
SRF loans are generally structured such that the District is required to contribute a percentage of the
total project cost and receives loan proceeds from the State for the balance. The SRF loan interest
rate is typically calculated by taking half of the True Interest Cost (TIC) of the most recent State of
California General Obligation Bonds issuance. The term of the loans can be 20 years or, if applicable,
an extended financing term of 30 years. When compared to traditional bond financing, the District
may realize savings as a result of the 20‐year or 30‐year amortization period of the SRF Loans, but
should consider the timing, legal terms and covenants, and overall costs of administering an SRF loan
as opposed to other forms of debt.
SRF Loans may provide additional assistance in the form of principal forgiveness or may incorporate
a grant component. Principal forgiveness must be specified at the execution of the loan agreement
for the amount forgiven to be counted against the total loan required to be provided by the SRF.
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enlargements to existing capacity and facilities for obtaining, importing, transporting and delivering
additional quantities of water, including water reclamation, water recycling, and other water related
infrastructure. These investments are typically included in the District’s Capital Improvement
Program and District Master Plan. Bond proceeds can be issued to fund the planning, design, land
acquisition, construction, attached fixtures or equipment and movable pieces or equipment, or other
costs as permitted by law.

Water Infrastructure Finance and Innovation Act (“WIFIA”)
WIFIA is a competitive federal loan program offering funding in the form of low‐cost loans for eligible
projects. WIFIA loans are eligible to finance up to 49 percent of Eligible Project Costs and can be
used in conjunction with other forms of funding to pay for eligible capital projects. Repayment of
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Refunding Debt
Current and advance refundings are important debt management tools for the District. They are
commonly used to achieve debt service (interest cost) savings, remove or change bond covenants,
or restructure debt service obligations. Prior to the Tax Cuts and Jobs Act of 2017, Federal Tax law
allowed only one advance refunding after the initial issuance. With the passage of the Tax Cuts and
Jobs Act of 2017, municipal entities are no longer allowed to advance refund bonds on a tax‐exempt
basis, necessitating diligence in the review and monitoring of refunding opportunities.
To the extent that debt having fixed interest rates originally structured with a long‐term amortization
structure (10 years or greater) is refunded with fixed rate debt, the District will not generally issue
refunding debt which extends the final maturity of the refinanced debt. Extending the final maturity
may occur when warranted, such as restructuring of debt to match debt amortization with the useful
life of the financed assets.
Current Refunding
To the extent that a refinancing is a current refunding (one which occurs not more than 90 days from
the redemption date of the refunded debt), the District will generally apply an expectation that the
refunded debt will generate not less than 4 percent aggregate net present value savings, measured
as a percentage of the par amount of the refunded bonds.
Advance Refunding
To the extent that a refinancing is an advance refunding (one which occurs more than 90 days from
the redemption date of the refinanced debt), the general guideline will be to achieve a minimum of
5 percent aggregate net present value savings (measured as a percentage of the par amount of the
refunded bonds) and that the ratio of net present value savings to the sum of net present value
savings and negative arbitrage is not less than 75 percent. This ratio is commonly referred to as
“escrow efficiency” and is used as a guide in determining the amount of savings foregone in an
advance refunding when escrow yields are less than the District’s borrowing cost.
Notwithstanding the above minimum, the overall target savings threshold for an advance refunding
is 7 percent net present value savings as well as a minimum of 85 percent escrow efficiency.
Lower thresholds than those listed above may be justified if the refunding is being done for reasons
other than economic savings, such as to make changes to bond covenants or for other sound business
or policy reasons, and will be at the discretion of the Chief Financial Officer in consultation with the
District’s Municipal Advisor, Bond Counsel, and Deputy General Manager/Treasurer.
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WIFIA loans can be developed in a flexible manner to accommodate specific borrower needs with a
final repayment period up to 35 years after substantial completion of the project. While WIFIA loans
are generally structured with terms and covenants similar to those of the bonds which are on parity,
care needs to be taken to ensure that terms and covenants under the WIFIA loan do not conflict with
existing terms and covenants and are advantageous for the District.

Other Refinancing/Refunding
To the extent that a refinancing involves either a prior issuance or new issuance of variable rate debt,
the Finance Department will evaluate the refinancing based upon a combination of risk and
economic considerations to be made at the time.
5
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Financing Criteria
Revenue bonds, variable rate bonds, certificates of participation, SRF loans, federal loans or loan
guarantees, bank loans, notes, commercial paper, and direct placements are authorized forms of
debt to be considered by the District, subject to State Law. The weighted average useful life of the
asset(s) or project shall exceed the payout schedule of any debt the District assumes.
In addition to the aforementioned long and short‐term financing instruments, the District may also
consider joint arrangements with other governmental agencies. Communication and coordination
will be made with local governments regarding cost sharing in potential joint projects, including
leveraging grants and funding sources.
Each debt issuance should be evaluated on an individual basis within the context of the District’s
overall financing objectives, integration with the Capital Improvement Program, and current market
conditions. The District will evaluate alternative debt structures (and timing considerations) to
ensure the most cost‐efficient financing under prevailing market conditions.







Credit Enhancement – The District will consider the use of credit enhancement on a case‐by‐
case basis, evaluating demonstrable savings, terms and conditions, market access, and
investor expectations.
Call Options/Provisions – In general, the District’s securities should include optional call
provisions unless the cost of such an option is determined to exceed the benefit. The District
will avoid the sale of non‐callable, long‐term fixed rate bonds, absent careful evaluation of
the value of the call option.
Additional Bonds Test/Rate Covenants – The amount and timing of debt will be planned to
comply with the additional bonds tests and rate covenants outlined in the appropriate legal
and financing documents, and this policy.
Short‐Term Debt – The District may utilize short‐term borrowing to serve as a bridge for
anticipated revenues, construction financing or future bonding capacity.
Variable Rate Debt – Variable rate debt products are priced at the short‐end of the yield curve
at low interest rates compared to fixed‐rate bonds, but subject to various risks. Variable rate
debt may be appropriate for the District’s portfolio, depending on market conditions and a
careful consideration of the risks involved. Variable rate debt products include variable rate
demand obligations, commercial paper, floating rate notes, and other obligations which have
interest rates adjusting periodically. The District may consider the use of variable rate debt
products to achieve a lower cost of borrowing or for short‐term borrowing. In determining
whether to use variable rate debt, the District will analyze the risk associated with the variable
rate debt, the impact on the District’s overall portfolio, and means to mitigate those risks.
The District will maintain a conservative level of outstanding variable debt in consideration
of the District’s current cash and reserve balances, in addition to maintaining adequate
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Debt Capacity
There is no specific provision within the California Government Code that limits the amount of debt
that may be issued by the District. The District’s borrowing capability is limited by the additional
bonds test and debt coverage ratio required in the Master Resolution on the Senior Lien and by the
existing bond covenants on the Working Lien. The District will be mindful of its overall debt burden
in the context of its revenues, expenses, reserves, and overall financial health.

6
Packet Pg. 106





safeguards against risk and managing the variable revenue stream. The District will mitigate
variable interest rate risks by maintaining sufficient unrestricted reserve funds to hedge
against market access risk, liquidity risk, and interest‐rate escalation risk.
Derivatives – The use of derivatives may increase the District financial flexibility and provide
opportunities for interest rate savings or enhanced investment yields. Careful monitoring of
such products is required to preserve District credit strength and budget flexibility.
Derivatives will not be used to speculate on perceived movements in interest rates. The
notional amount of derivative products shall not exceed 15 percent of total District
outstanding debt. More detailed information is contained in Swap Policy Section 4.
Investment of Bond Proceeds – Bond proceeds will be invested in accordance with the
permitted investment language outlined in the bond documents for each transaction, unless
further restricted or limited in the District’s Administrative Code.

Internal Control Procedures
All debt transactions must be approved by the Board of Directors. The proceeds of debt issuance
will be invested until used for the intended project(s) to maximize utilization of the public funds. The
investments will be made to obtain the highest level of 1) safety, 2) liquidity, and 3) yield, and may
be held as cash. The District’s investment guidelines and bond indentures will govern objectives and
criteria for investment of bond proceeds. The Finance Department will oversee the investment of
bond proceeds in a manner to avoid, if possible, and minimize any potential negative arbitrage over
the life of the debt issuance, while complying with arbitrage and tax provisions.
Bond proceeds will be deposited and recorded in separate accounts to ensure funds are not
comingled with other forms of District funds. The District’s Trustee or Fiscal Agent will administer
the disbursement of bond proceeds pursuant to each certain Indenture of Trust or Fiscal Agent
Agreement, respectively. To ensure proceeds from debt issuances are used in accordance with legal
requirements invoices are approved by the Finance Department and General Manager for payment.
A requisition for the disbursement of bonds funds will be approved by the District’s Chief Financial
Officer or designated alternate. Responsibility for general ledger reconciliations and records is
segregated from the invoice processing, cash receipting, and cash disbursement functions.
The Finance Department will be tasked with monitoring the expenditure of bond proceeds to ensure
they are used only for the purpose and authority for which the bonds were issued and exercising
best efforts to spend bond proceeds in such a manner that the District will meet one of the spend‐
down exemptions from arbitrage rebate. Tax‐exempt bonds will not be issued unless it can be
demonstrated that 85 percent of the proceeds can reasonably be expected to be expended within
the three‐year temporary period.
3. Debt Issuances – Special District Financing

Attachment: Exhibit B - Comprehensive Debt Policy (4851 : Comprehensive Debt Policy Update)

4.A.b

The Special District Financing Policy Principles have been developed over decades of managing an
active Land‐Secured Financing Program. With more than 100 Special Financing Districts, the District
is one of the largest issuers of land‐secured debt within the State of California.
Land‐Secured debt issued by Community Facilities Districts formed by the District through the Mello‐
Roos Act or Assessment Districts formed through the Municipal Improvement Acts of 1911 and 1913
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Special District Policy Principles
In view of increasing interest in the use of land‐secured financing programs by property owners in
various regions of the District, the following Special District Financing Policy Principals have been
established, setting forth the terms and conditions under which EMWD would consider
implementing such financing programs.

1. Special Tax Ratepayer Protection Principle: The District will limit special tax rates for
Community Facilities Districts and Assessment Districts (collectively, “special districts”) to a
reasonable level to protect ratepayers.
a. The total cumulative burden of all applicable special district overlapping taxes
applied to a property (hereinafter referred to as the “effective tax rate”) will
be at or below two percent (2%) at the time the special district is formed and
at the time of debt issuance;
b. The effective tax rate will be evaluated no earlier than 90 days prior to the
pricing of any proposed debt issuance. If the effective tax rate is above two
percent (2%) at the time of evaluation, the size of the proposed debt issuance
will be adjusted to bring the effective tax rate within compliance of the two
percent (2%) effective tax rate policy requirement; and
c. The property developer/seller shall provide a written notice of the special tax
to the homebuyer prior to close of escrow. The property developer shall
provide documentation and certification of compliance with special tax
disclosure obligation prior to the issuance of debt.
2. Investor Protection Principle: The District will levy and collect special taxes or special
assessments from special districts to fully fund debt service payments or to pay for acquisition
or construction of facilities each year.
a. Special taxes/assessments may be levied in advance of the issuance of
bonds. In doing so, the special district’s credit will benefit by:
1. Establishing revenues;
2. Demonstrating the taxpayers’ willingness and ability to pay the special
taxes/assessments; and
3. Providing funding to pay for the first‐year debt service payment.
b. All publicly offered special district bonds may be issued with a reserve fund.
c. Special taxes may be levied to fund an additional, non‐pledged special
reserve to secure the payment of debt service and administration fees.
d. The District will promptly initiate foreclosure proceedings in compliance with
the foreclosure covenant once bonds have been issued.
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is issued on behalf of local property owners and property developers in order to finance the cost of
infrastructure. This type of debt is limited to financing authorized public improvements with a useful
life of greater than five years.
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a. Growth pays for growth. Property developers shall make an advance deposit
to fund the cost to form the special district.
b. The District’s standing in the credit markets is paramount and must be
preserved. The District seeks to form special districts with strong credit
characteristics, as measured by:
1. At a minimum, a value‐to‐lien ratio of four to one (4:1) at time of debt
issuance;
2. Taxpayer delinquency level at or below five percent (5%) at time of
debt issuance;
3. The District’s possession of an irrevocable letter of credit from
property owners with more than twenty percent (20%) of the special
tax obligation;
4. EMWD requires a development to have a minimum of 100 lots before
being considered for the formation of a special district. Developments
between 100 to 150 units will be required to provide additional
security to mitigate any potential adverse impact from potential
delinquencies (See description of Additional Special Reserve under the
“Credit Conditions” Section).
5. Other unique credit factors which may directly or indirectly impact the
District’s standing, credit worthiness, or potential access to the capital
markets.
Special Funding Districts Team
All proposed special districts shall be reviewed by the EMWD Special Funding Districts staff for
adherence to policy prior to being presented to the District’s Board of Directors. Any variance from
policy as well as any other material information will be noted by Special Funding Districts staff and
reported to the Board with recommendation for action.
Resource Consultants
 Bond Counsel
 Disclosure Counsel
 Independent Registered Municipal Advisor
 Assessment Engineer
 Special Tax Consultant
 Appraiser
 Economist/Market Absorption Specialist
 Bond Underwriter/Placement Agent
 Trustee/Fiscal Agent
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3. Customer Protection Principle: The District will protect its customers and standing in the
credit markets by managing and administering special districts in a prudent, efficient, and
effective manner.

The District has the sole discretion as to the selection of consultants and determination of fees and
expenses of all consultants necessary for the formation of a special district and the sale of bonds.
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Prior consent of the proponent(s) will not be required in the determination by EMWD of the
consulting and financing team.

Eligible EMWD Public Facilities
The District‐administered land‐secured financing programs shall be generally limited to financing and
refinancing of water and/or sewer infrastructure improvements and related fees and charges that
significantly benefit the general public. Facilities that are to be owned and operated by Eastern
Municipal Water District will be given priority over facilities that are to be owned and operated by
other entities.
Special district programs may also finance local and/or in‐tract facilities to serve individual lots or
parcels of land being subdivided, excluding the lateral hookups to homes. Services will not be
financed through special districts.
Under special circumstances, as determined by EMWD’s Board of Directors, special district programs
may be undertaken by EMWD to finance local water and/or sewer facilities and fees to serve lands
previously subdivided, sold and improved by a significant number of property owners where the
magnitude of the financial program precludes the financing of such facilities by other means.
Oversizing
Requirements for and payment of oversizing of facilities will be addressed on an individual project
basis and in accordance with EMWD Resolution Nos. 229, as amended, and 1643 as amended for
water and sewer facilities respectively.
Credit Conditions
The following credit conditions shall be required for any special district.
a. Value‐to‐Lien: The value to lien ratio for all special districts shall be, at a minimum, four to
one (4:1) taking into account, in addition to the other aspects of value, the value of the
improvements to be financed, and considering all special tax and special assessment liens
applicable to the subject property. Value may be established by reference to the assessed
value of the subject property or by an appraisal thereof. Appraisals, when used to establish
property values, shall be performed by a state certified real estate appraiser, as defined in
subdivision (c) of Section 11340 of the California Business and Professions Code selected by
EMWD, in accordance with the State of California appraisal standards and the Uniform
Standards of Professional Appraisal Practice. The definitions, standards and assumptions to
be used in such an appraisal shall be the definitions, standards and assumptions set forth in
the California Debt and Investment Advisory Commission’s “Appraisal Standards for Land‐
Secured Financings,” May, 1994, revised July, 2004. In addition to an appraisal, a market
absorption study may be required. The appraisal and/or absorption study shall be
coordinated by, under the direction of, and addressed to EMWD. All costs associated with
the preparation of the appraisal report and/or market absorption study shall be paid by the
proponent(s).
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No firm may serve as both design engineer and engineer of work and assessment engineer or special
tax consultant on the same project, pursuant to Section 87100 of the Government Code.
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b. Reserve Fund: All land‐secured financings shall include a reserve fund with a reserve
requirement equal to the least of ten percent (10%) of the initial principal amount of the bond
issue, or maximum annual debt service (MADS), or 125 percent (125%) of average annual
debt service, or such lower amount as determined on a case‐by‐case basis based upon the
credit quality of the debt issuance. For smaller CFDs or improvement areas within a CFD, with
100 to 150 units, an additional non‐pledged special reserve fund, in addition to the standard
reserve fund, may be required. The level of the additional special reserve fund will be
between 50 to 75 percent of MADS, as determined by EMWD, to the extent permitted by
state and federal law.
c. Anticipated Tax Rate: The special tax applicable to any parcel in a special district which is
expected to be developed for for‐sale residential purposes shall be limited to an amount
which, at the time of adoption of a rate and method of apportionment of special taxes for
such special district, and at the time a bond financing is approved by the Board, is not
expected to cause the total tax projected to be levied on such parcel in the year following its
initial sale to a homebuyer to exceed two percent (2%) of the estimated initial sales price
thereof. In connection with the foregoing, the estimated sales price shall be determined
assuming that the subject home is complete and ready for occupancy and is being marketed
contemporaneously with the adoption of the rate and method of apportionment of special
taxes. EMWD, at its sole discretion, may limit the total tax burden to less than two percent
(2%) for certain market segments, such as seniors in age‐restricted communities, if
homeowners in such segments have demonstrated market sensitivity to tax burdens of two
percent (2%).
d. Special Tax Delinquency Level: The property tax delinquency rate on properties within a
special district shall be no greater than five percent (5%) at the time of any sale of bonds in
connection with a special district, with exception for the issuance of refunding bonds.
Debt Issuance Guidelines
The timing of any debt issuance in connection with a special district program and the conditions that
must be satisfied prior to any such debt issuance shall be determined by the EMWD Board of
Directors in its sole discretion; and, in connection therewith and in order to address the then
prevailing conditions in the bond market, the Board may elect not to issue any such bonds unless
and until the property whose special taxes or assessments will secure such bonds is all or
substantially all developed and all or substantially all of the for‐sale properties located in the special
district have been conveyed to end‐users thereof.
Financial Participation
The proponent(s) of a special district program will be expected to advance sufficient funds to pay all
costs associated with the formation of the special district and all costs associated with the issuance
of any debt secured by the special taxes or assessments, as required and/or deemed necessary by
EMWD. Any reimbursement of such costs from the proceeds of the debt issuance will be at the sole
discretion of EMWD.
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Acquisition of Facilities
In the event the acquisition provision of the Municipal Improvement Act of 1913 or the Mello‐Roos
Act is utilized, EMWD at its sole discretion, will determine the facilities to be acquired and the
method of determining reasonable acquisition costs. A Funding and Acquisition Agreement shall be
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Terms and Conditions Debt Issuance
EMWD shall be responsible for determining the financing method to be used, the structure of the
debt to be issued including the method of sale (negotiated, competitive, or private placement), its
consultants for the financing, the investment of proceeds, and all other terms and conditions
incidental to structuring and closing a land‐secured debt issue.
Security
Prior to the sale of bonds, in connection with a special district program, each person who, together
with any affiliate thereof, owns land within the special district which EMWD has determined, in its
sole discretion, to use in the sizing of such series of bonds (the “sizing property”), the maximum
special tax or assessment applicable to such sizing property equals or exceeds 20 percent of the
aggregate maximum special taxes or assessments authorized to be levied in the special district on
the sizing property (such person and affiliates collectively, a “20 percent owner”) shall deliver to
EMWD or as directed by EMWD a renewable, irrevocable instrument of credit from a financial
institution rated “A” or better (a “security”). The security shall be in an amount equal to 200 percent
of the product of the maximum annual debt service on the proposed bonds times a fraction, the
numerator of which is the aggregate maximum annual special taxes or assessments applicable to the
sizing property owned by the 20 percent owner and the denominator of which is the total maximum
special taxes or assessments applicable to the sizing property (the “stated amount”). The security
shall be maintained in full force and effect by the 20 percent owner until the sizing property owned
by the 20 percent owner is responsible for less than 20 percent of the maximum special taxes or
assessments authorized to be levied on the sizing property; provided that the stated amount may be
reduced to an amount equal to 200 percent of the product of the maximum annual debt service on
the bonds proposed, times a fraction the numerator of which is the aggregate maximum annual
special taxes or assessments applicable to the sizing property owned by the 20 percent owner and
the denominator of which is the total maximum special taxes or assessments applicable to the sizing
property as of the first day of June of the applicable year (subject to EMWD’s receipt of a replacement
security from any person to whom a 20 percent owner conveys sizing property and who becomes a
20 percent owner as a result of such conveyance). The security shall name the water district, or its
designee, as a beneficiary and shall provide that the water district, or its designee, may draw an
amount equal to any delinquencies in payment of semiannual installments of the special taxes or
assessments levied on sizing property owned by the 20 percent owner. The total amount to be
drawn under the security shall not exceed an amount equal to the special taxes or assessments owed
with respect to sizing property owned by the 20 percent owner that is delinquent at the time the
draw is made. The amount drawn on the security shall be applied in the same manner and for the
same purposes as the delinquent special taxes would have been applied, provided that the payment
of a draw under the security will not be deemed to cure the delinquency in payment of the special
taxes.
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required and approved by the EMWD Board of Directors prior to the adoption of the Resolution of
Formation to form the special district. Bidding and prevailing wage requirements will be addressed
during the preparation of the agreement.

Disclosure
Owners of land securing 20 percent or more of the debt service on bonds will be required to provide
financial information, deemed appropriate by EMWD, for inclusion in the continuing disclosure
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Equity of the Proposed Special Tax or Assessment
The allocation of any assessment or special tax shall be consistent with the methodology established
by the engineer’s report and/or the Rate & Method of Apportionment (RMA) as applicable. All
special tax formulas shall include a maximum tax and a formula for pre‐payment. EMWD will
evaluate the equity of the proposed allocation of a special assessment or special tax consistent with
the applicable statutes.
Special Tax Levy – CFD
Special taxes shall be levied upon developed property which issues a building permit and, in all cases,
in advance of the issuance of CFD bonds, in accordance with the rate and method of apportionment.
Special taxes may be levied to fund an additional special reserve to pay debt service and
administration fees. Special taxes may also be levied for authorized improvements prior to debt
issuance. These improvement funds will be held in a deposit account until such time as bonds are
sold, to ensure sufficient project funds while maintaining an effective tax rate of two percent (2%) or
lower at the time of debt issuance. In the event of extenuating circumstances which make issuing
bonds in a reasonable manner unfeasible, the funds in the Deposit Account could be released at the
discretion of the District.
Application Process
Early communication with EMWD staff is encouraged to assist the proponent(s) in evaluating the
feasibility of available financing programs and to discuss program procedures. In general, EMWD will
not form a CFD or improvement areas within a CFD and issue bonds for projects with less than 100
units for reasons of cost effectiveness and default risk mitigation. (CFDs with fewer than 150 units
will be considered,but will require additional security in the form of an additional special reserve
fund). The District formation of smaller CFDs or improvement areas within a CFD will be considered
on a case‐by‐case basis.
If the project appears to be a viable one, the proponent(s) is (are) requested to submit:


An application along with a minimum initial deposit of $47,000 (or an amount determined by
EMWD as sufficient to fund all expenses associated with CFD formation.) A minimum of
$5,000 of the deposit is non‐refundable and will be used toward EMWD administrative costs.
Additional deposits may be required if the debt issuance is delayed or if the project includes
improvement areas or zones or if a Resolution of Consideration is filed. This and any
subsequent deposit(s) are partially or fully refundable only if the sale of bonds is completed,
and as determined by EMWD.

Attachment: Exhibit B - Comprehensive Debt Policy (4851 : Comprehensive Debt Policy Update)

document EMWD must provide annually and will also be required to provide written undertakings
to provide financial and operating data as required by the SEC’s Rule 15c2‐12 and by the underwriter
of the bonds. It is the intent of EMWD that purchasers of property within a special district and
purchasers of the bonds be fully informed of the amount and nature of the assessment or special
tax. EMWD shall require the proponent(s) to provide disclosure of special taxes and assessments to
the purchasers of property, to include, home buyer notifications, requiring signature, prior to home
purchases. Upon request by staff, the proponent shall provide a certificate of compliance with the
disclosure requirements.
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A preliminary report containing a plan of facilities and area of benefit; estimate of cost; and
an itemized property tax report showing there are no unpaid delinquent taxes on the land
within the proposed special district.
Preliminary interest petitions representing at least 60 percent of the property owners when
requesting initiation of an Assessment District or a Community Facilities District.
If the proposed special district is located totally or partially outside an EMWD improvement
district, receipt of a petition(s) requesting completion of improvement district
annexation/formation legal proceedings for all or a portion of the involved lands, as
determined by EMWD.
If EMWD implements a special district program involving facilities to be ultimately owned and
operated by EMWD and certain other fees and/or facilities to be owned and operated by
another entity, EMWD will be the lead agency and after entering into a Joint Community
Facilities Agreement (JCFA) with the other agency(ies), priority of funds will be established,
with EMWD’s cost for facilities and fees being the first priority.

Implementation of EMWD Special District Financing Programs
When only one or a limited number (as determined by EMWD) of major property owner(s) is/are
involved, the interim financing will be provided by the proponent(s) pursuant to an agreement by
and between EMWD and the proponent(s). Said agreement shall contain:






The initial deposit required, as determined by EMWD. If additional funds are needed to offset
costs and expenses incurred by EMWD, a written demand shall be made to the proponent(s)
for such funds and the proponent(s) shall comply with each demand within seven (7) calendar
days of receipt of such notice. If the proponent(s) fail to make any deposit of additional funds
for the proceedings, EMWD may suspend all proceedings until receipt of such additional
deposit. No interest will be paid on the proponent’s initial or subsequent deposits with
EMWD.
Items eligible for reimbursement or acquisition from the debt issuance proceeds, conditioned
upon the final approval of the program (either modified or without change) and actual sale
of such bonds, will be identified in the Funding and Acquisition Agreement.
If appropriate, as determined by EMWD, the successful completion of improvement district
annexation must be completed prior to starting formation.
Proponent(s) shall furnish EMWD, without cost to EMWD, duly executed rights of way and/or
fee title documents, on lands owned by proponent(s), as determined necessary by EMWD.

When several owners or property (with diverse sizes of property and/or types of development) are
involved, the interim financing will be financed by way of:



An agreement as outlined above; or
If appropriate, as determined by EMWD, the successful completion of the legal proceedings
set forth in Chapter 2.5 of Division 12 (commencing at §10120) of the Streets and Highways
Code may be used for Assessment Districts. These legal proceedings ensure EMWD’s ability
to recover its funding of the interim financing costs by allowing the levying of annual
assessments over a five‐year period.
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1913 Act Assessment District Formation Proceedings
The following is a summary of the Improvement Act of 1913 and is presented as a general overview
of the provisions of the law that govern the taxing authority.

1. Initiation of Proceedings
Formal petitions, representing 60% of the land area, requesting the land‐secured financing
and waiving the Special Assessment Investigation, Limitation and Majority Protest Act of 1931
will be required except in cases in which the Board of Directors wishes to initiate proceedings
itself. The petitions will be circulated to the involved property owners through the
proponent(s) or a citizens committee formed by the property owners. The formal petitions
are certified as to sufficiency and the Board adopts a resolution determining sufficiency of
the petitions.
The design engineer prepares plans, specifications, and cost estimates of the proposed public
improvements. The assessment engineer begins preparing the preliminary boundary map
and the preliminary Engineer’s Report, including the assessment diagram, assessment roll,
description of improvements, preliminary method of assessment and provision for an annual
amount for administrative costs. The California Environmental Quality Act (CEQA) process is
started.
The initiation to proceed can also be done per the direction of EMWD’s Board of Directors.
2. Presentation of Report
Upon completion of the preliminary engineering work, the Board adopts a resolution of
intention to form the assessment district, approves the preliminary boundary map and
preliminary Engineer’s Report, calls for construction bids, and sets the date, time and place
for a public information meeting and public hearing.
3. Bid Process
Construction bids are advertised and received by EMWD. The assessment engineer modifies
the assessment roll and Engineer’s Report accordingly and notifies property owners of revised
assessments.
4. Public Hearing
Notice of the public information meeting and public hearing in conformance with Proposition
218, together with official ballots, are mailed at least 45 days prior to hearing date to all
property owners within the proposed special district (including tenants who have a lease)
shown on the last equalized assessment roll. SB 321 effective January 1, 2010 has the
following regulations: The notice must be in at least 10‐point type and shall include: 1) the
estimated assessment; 2) a description of the work; 3) address to mail a protest; 4) name and
phone number of contact person for questions; and 5) the date, time and place of the public
information meeting and public hearing. 6) “OFFICIAL BALLOT ENCLOSED” must appear on
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Assessment district formation proceedings under the Municipal Improvement Act of 1913 are
subject to and contingent upon satisfaction of all environmental, zoning, and land use regulations.
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The public hearing is conducted by the Board. The modified Engineer’s Report is presented;
testimony is received from property owners. At the public hearing, an impartial person
designated by the agency who does not have a vested interest in the outcome of the
proposed assessment must tabulate the ballots. An “impartial person” includes the clerk of
the agency. Under certain circumstances, the ballots must be unsealed and tabulated in
public view at the conclusion of the public hearing. Ballots are weighed according to the
proportional financial obligation of the affected property. During and after the tabulation,
the ballots and the information used to determine the weight of each ballot will be treated
as disclosable public record and preserved as public record for a minimum of two years. If
ballots submitted in opposition to the assessment exceed ballots submitted in favor, there is
a majority protest. If there is not a majority protest, as determined by the ballots, the Board
may adopt the resolution confirming the assessments and approving the debt issuance.
5. Cash Collection Period
During the 30 days following the confirmation of assessments, cash payments are received
from property owners electing to pay off the assessment, or portion thereof, prior to the
issuance of bonds. The 30‐day cash collection period may be waived if all property owners
within the financing district consent to the waiving and elect to have the bond(s) issued.
6. Authorize Issuance of Bonds
A list of unpaid assessments is prepared. The Board, by resolution, affirms the unpaid
assessments, authorizes the issuance and sale of the bonds, and awards the construction
contract contingent upon the sale and delivery of bonds.
7. Sale of Bonds
Bonds are issued in exchange for the cash proceeds of the sale. The funds are held by EMWD
or its fiscal agent and utilized for the purposes described in the Engineer’s Report.
Mello‐Roos Community Facilities District Formation Proceedings
A Community Facilities District (CFD) is a legally constituted government entity created for the
purpose of financing public facilities and services. The security for debt is a special tax which is
subject to change each year. Community Facilities District formation proceedings are subject to and
contingent upon satisfaction of all environmental, zoning, and land use regulations.
1. Initiation of Proceedings
Formal petitions, representing 10 percent (10%) of the registered voters (or 10% of the
landowners by area if less than 12 registered voters) within the proposed special district,
requesting the land‐secured financing, will be required at this time. The petitions will be
circulated to the involved property owners by the District’s Bond Counsel.
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the envelope containing the notice of public hearing and ballot mailed to the recorded owner
of the property to be assessed.

2. Resolution of Intention
Within 90 days of the receipt of a written request or petition, EMWD must adopt a resolution
of intention to establish a CFD, stating the name of the proposed project, the types of facilities
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3. Public Hearing
Protests against the establishment of the CFD, the extent of the CFD or the furnishing of
specified types of public facilities may be made orally or in writing by interested persons or
taxpayers. If 50 percent or more of the registered voters, or 6 registered voters, whichever
is more, residing within the proposed CFD or owners of 50 percent or more of the area of
land in the proposed CFD file written protests against the establishment of the CFD, the
proceedings are abandoned. If the protests are directed toward certain types of facilities, or
against a specified special tax, those specific items may be eliminated from the resolution
forming the CFD. The hearing may be continued for up to 30 days without special findings
and up to 6 months if the Board makes specified findings.
4. Resolution of Formation
If the Board decides to establish the CFD, it shall adopt a resolution of formation containing
similar information as contained in the resolution of intention.
5. Election
If the Board determines to form the CFD, it submits the questions of whether special taxes
should be levied to an election of the voters (or landowners if less than 12 registered voters)
within the proposed CFD. Combined with the tax proposition, there may be a proposition on
the question of incurring bonded indebtedness. The tax, to be levied, must be approved by
2/3 of the votes cast and thereafter levied by adoption of resolution of the Board. The Act
provides that the election shall be the next general election or at a special election to be held
between 90 and 180 days following the close of the protest hearing. The election time limits
may be shortened by the unanimous consent of the qualified electors within the proposed
CFD and the concurrence of the Board.
6. Improvement Bonds
A CFD may be created to provide services as permitted by statute, however, EMWD will only
consider the formation of a CFD for the purpose of levying special taxes to service bonded
indebtedness incurred by the CFD in order to finance the construction of facilities. The
proceedings to authorize and incur bonded indebtedness usually parallel the proceedings for
formation of the CFD and the authorization to levy the special tax. The proceedings to
authorize bonded indebtedness involve a resolution of intention, public hearing, and election,
all conducted in a manner very similar to proceedings to form the CFD and levy the tax. CFD
bonds may be sold competitively or through negotiated sale and may bear fixed or variable
interest rates. In some cases, specified facilities may be provided by a CFD for only a portion
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to be financed and that, except where funds are otherwise available; a special tax to pay for
such facilities will be annually levied. The resolution of intention shall fix a time and place of
a public hearing between 30 and 60 days after the adoption of the resolution of intention,
describe the method of levy and apportionment of the special tax and describe the proposed
voting procedure. In addition, the resolution may specify conditions under which the
obligation to pay the special tax may be prepaid and permanently satisfied. The Board directs
staff to study the proposed CFD and to file a report at or before the public hearing describing
the proposed public facilities and an estimate of costs.
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of the land within the CFD. In that event, the Act provides for the formation of improvement
areas for which separate elections are conducted and to which a specified special tax applies.

Administration of EMWD Administered Special Districts
Each special district will be administered in accordance with: 1) The appropriate provisions of the
Streets and Highways Code or Government Code; 2) The Resolution of Intention and Issuance and
Sale of Bonds; and 3) The Resolution of Formation, which may have been prepared relative to the
respective special district. Additional provisions, rules, and regulations not specifically addressed
above are set forth below:
1. Miscellaneous Fee Schedule (relative to any special district)
EMWD has established fees to recover its costs associated with requests for assessment
payoff amounts and payment of delinquent assessments and penalties. These fees are
included in EMWD’s Resolution No. 2963, as amended. Additional fees may occur requesting
a CFD payoff quote from EMWD special tax consultants or foreclosure attorney at a later date.
2. Treatment of Delinquencies
EMWD will develop a foreclosure covenant that will address (1) the amount of the
delinquency; (2) the duration of the delinquency; and (3) the condition of the reserve fund.
The specific details of the covenant will depend upon the size and duration of the bond issue
along with the concentration of the special tax base at the time of bond issuance. The
purpose is to foreclose when necessary to protect the credit quality of the bonds and to hold
the property owners accountable to terms addressed in the covenant.
3. Procedure for Division of Land and Bond Assessment (relative to Assessment Districts only)
Whenever any parcel of land within an assessment district having an unpaid assessment is
subdivided, the owner or sub‐divider either pays the assessment in full, or:
a. Submits a written application with EMWD requesting that the remaining
unpaid assessment be apportioned in accordance with the provisions of
§8740, et seq. of the Streets and Highways Code. EMWD will bill for the
segregation fees as stated in resolution 2963, as amended, of which the
invoice will be payable within seven (7) days from invoice date. If fees are not
paid, this apportionment will be added to the first‐year tax roll.
b. Files with the County Auditor a certificate, prepared by EMWD, certifying that
provision has been made for segregation of the remaining unpaid assessment
to each of the proposed new parcels. The apportionment of the assessment
payment obligation will be in the manner provided in the statute pursuant to
which the assessments were levied or to which the bonds were issued.
Payment of fees associated with said land division apportionment of unpaid
assessments shall accompany all application in accordance with Resolution
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7. Annexation of Lands
Property owners requesting annexation to a CFD will be handled in accordance with the
proceedings set forth in the Act.

18
Packet Pg. 118

2963 as amended. Said resolution is determined to be reasonable and is in
amounts which will cover reimbursement for necessary costs in processing the
apportionment of unpaid assessments for lands within any assessment district
administered by EMWD. If no application is filed, at the time EMWD files the
amended assessment pursuant to order of the Board of Directors, the fee is
determined from the schedule, with each new parcel paying its proportionate
share. Prior to making the division, EMWD shall notify the property owner as
to the costs for the apportionment. In the event the costs are not paid within
15 days of notification, EMWD shall, in preparing the amended assessment,
show separately thereon the amount of said fee charged to each individual
parcel. The amount, if not paid, shall be added to the first applicable fiscal
year’s assessment roll for collection.
Assessment Districts And/Or Community Facilities Districts Administered by Another Entity
Whenever another entity implements a land‐secured program involving facilities to be ultimately
owned and operated by EMWD, such other entity and EMWD shall consider a Joint Community
Facilities Agreement (JCFA) which sets forth all the obligations and responsibilities of the parties.
JCFA’s are at the discretion of the EMWD Board of Directors.
Joint Community Facilities District where EMWD is not the Lead Agency
EMWD will consider entering into a Joint Community Facilities Agreement to provide for the
financing of EMWD public facilities only if the applicable lead agency agrees that (i) if and when
the lead agency determines to issue bonds, the lead agency shall take such actions necessary in its
reasonable discretion to ensure the total effective tax rate within the applicable Community
Facilities District does not exceed two percent at the time of bond sale, and (ii) lead agency shall
not include EMWD’s name on property owners’ special tax bills within the lead agency CFD.
Additionally, EMWD will not consider entering into a Joint Community Facilities Agreement where
the total dollar amount of the EMWD public facilities proposed to be financed by the lead agency
CFD is greater than the total dollar amount of the lead agency’s public facilities proposed to be
financed by the lead agency CFD.
Application of Bond Proceeds – Internal Control Procedures
In the case of an issue of bonds the proceeds of which will be used by a governmental entity other
than the District, the District may rely upon a certification by such other governmental entity that it
has adopted the policies described in SB 1029.
The Finance Department will be tasked with monitoring the expenditure of bond proceeds to ensure
they are used only for the purpose and authority for which the bonds were issued and exercising
best efforts to spend bond proceeds in such a manner that the District shall meet one of the spend‐
down exemptions from arbitrage rebate. Tax‐exempt bonds will not be issued unless it can be
demonstrated that 85 percent (85%) of the proceeds will be expended within the three‐year
temporary period.
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4. Swap Policy
The purpose of the Interest Rate Swap Policy is to establish guidelines for the use and management
of all interest rate management agreements, including, but not limited to, interest rate swaps,
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This Policy sets forth the manner of execution of swaps, provides for security and payment
provisions, risk considerations and certain other relevant provisions in the context of being
responsive to the Recommended Practices of the Government Finance Officers Association (GFOA)
regarding the contents of an interest rate swap policy. The failure by the District to comply with any
provision of this Policy shall not invalidate or impair any Agreement.
Authority
The District is authorized to issue bonds and to enter into Swaps from time to time to better
manage assets and liabilities and take advantage of market conditions to lower overall costs and
reduce interest rate risk.
The District has issued this Policy to provide guidance as to how the District intends to use and
manage Swaps. While it is the intention of the District to adhere to this Policy in applicable
circumstances, the District recognizes that changes in the capital markets and other unforeseen
circumstances may from time to time produce situations that are not covered by the Policy which
will require modifications or exceptions to achieve policy goals.
The General Manager, Deputy General Manager/Treasurer, Chief Financial Officer and their
authorized designee(s) (the Authorized Representative) are the designated administrators of this
Policy. The Board shall have oversight on the approval of each Agreement. However, the Authorized
Representative, subject to Board approval, shall have the authority to enter into each Swap. Each
Agreement shall be structured by staff and members of the financing team. The Authorized
Representative shall have the day‐to‐day responsibility for implementing and managing the
Agreements. The District shall be authorized to enter into Swaps only with qualified counterparties
(each a "Counterparty"). Counterparties shall be selected pursuant to the criteria set forth in this
Policy.
This Policy shall be reviewed on an annual basis by the Authorized Representative. Any
recommended changes shall be presented to the Board of Directors and the Board's Administrative
Committee for their consideration.
Purpose
The issuance of bonds involves a variety of interest payment obligations and risks that a variety of
financial instruments are available to reduce, offset, or hedge. The structure of the District's debt is
often designed to manage the assets and liabilities on its balance sheet. It is the policy of the District
to also consider the use of Swaps and other financial instruments to better manage its assets and
liabilities. The District may execute a Swap if the transaction can be expected to result in one or
more of the following or any similar type of benefit:
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swaptions, caps, collars and floors (collectively "Swaps" or "Agreements") incurred in connection
with the issuance of new bonds, notes and other obligations (collectively, the "bonds"), or to
accompany bonds already issued.

Reduce exposure to changes in interest rates on a particular financial transaction or in the
context of the management of interest rate risk derived from the District's overall
asset/liability balance;
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Result in a lower net expected cost of borrowing with respect to bonds;
Manage variable interest rate exposure consistent with prudent debt practices;
Manage exposure to changing market conditions in advance of anticipated issuance of bonds
(through the use of anticipatory hedging instruments);
Achieve more flexibility in meeting overall financial objectives that cannot be achieved in
conventional markets. For example, entering into a swaption with an upfront payment; and
Provide customized cash flows to match required payment obligations or revenue
projections.

The District will not use Agreements that:
 Are speculative or create extraordinary leverage;
 Lack adequate liquidity to terminate without incurring a significant bid/ask spread;
 Provide insufficient price transparency to allow reasonable valuation; and
 Provide exposure to currency risk, sovereignty risk, commodity risk or the use of credit
derivatives ‐ unless directly linked to the District's or the Counterparty's credit.
Aspects of Risk Exposure Associated with Swaps
Before entering into a Swap, the District shall evaluate all the risks inherent in the Agreement. These
risks to be evaluated should include basis risk, yield curve/maturity mismatch, tax risk, Counterparty
risk, termination risk, rollover risk, liquidity risk and credit risk.
Type of Risk
Basis risk

Yield Curve /
Maturity
Mismatch

Tax risk

Description
The mismatch between actual variable
rate debt service and variable rate
indices used to determine Swap
payments. Defines the risk that the
normal relationship between indices
or prices might change.
This type of position is typically a
deliberate arbitrage play or to take
advantage of the shape of the yield
curve. The risk created when swap
payments are based on indices that lie
along different parts of the yield curve
(e.g., 7‐day rates vs. 30‐year rates)
The risk created by potential tax
events that could affect Swap
payments.

Evaluation Methodology
District will review and consider
based on the historical trading
differentials between the indices
relevant to the Swap agreement.

District will evaluate historical
trading relationships, and make
sure to have adequate reserves or a
hedging mechanism to offset
unexpected movements.

District will review the tax events in
proposed Agreements. District will
evaluate the impact of potential
changes in tax law on LIBOR indexed
Swaps.
Counterparty risk The failure of the Counterparty to District will monitor exposure
make required payments.
levels, ratings thresholds, and
collateralization requirements.
Termination risk The need to terminate the Agreement District will compute its termination
in a market that dictates a termination exposure for all existing and
payment by the issuer.
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Type of Risk

Description

Rollover /
Mismatch risk

The mismatch of the maturity of the
Swap and the maturity of the
underlying bonds.

Liquidity risk

The inability to continue or renew a
liquidity facility.

Credit risk

The occurrence of an event modifying
the credit rating of the Issuer or its
Counterparty.

Evaluation Methodology
proposed Swaps at market value
and under a worst case scenario.
District will determine its capacity
to issue variable rate bonds that
may be outstanding after the
maturity of the Swap.
District will evaluate the expected
availability of liquidity support for
swapped and unhedged variable
rate debt.
District will monitor the ratings of
its Counterparties and guarantors.

Risk exposure should not be measured solely in terms of notional amount, but rather how changes
in interest rates would affect the District's exposure on all of its Swaps (as measured by mark‐to‐
market and termination risk exposure). The mark‐to‐market and termination value of the entire
swap portfolio should be measured at least semi‐annually by an independent third party. In addition,
the District should measure the termination risk for the respective Counterparty each time it enters
into a new Agreement.
1. Termination Value Risk Limit
The aggregate termination payment risk for all existing and projected Swaps shall equal that
amount that would be paid by an individual Counterparty based on the reasonably expected
termination payment of the proposed Counterparty for the existing swaps and the proposed
swap.
The method of such analysis may provide a worst‐case termination value, using a
methodology such as a Value‐At‐Risk (VAR) Analysis, or a parallel yield curve sensitivity
analysis PV(01) method.
2. Maximum Portfolio Termination Value
The District shall measure the expected termination payment for all Counterparties,
collectively, the Maximum Portfolio Termination Value.
The District's goal is to limit the Maximum Portfolio Termination Value to an amount equal
to approximately 30 percent of the District's Available Reserves. The District should not enter
into additional agreements (except to unwind or offset any existing agreements), if the
Maximum Portfolio Termination Value exceeds 50 percent of the District's Available
Reserves.
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3. Maximum Counterparty Termination Value
The District shall endeavor to diversify its exposure to Counterparties. To that end, before
entering into an Agreement, it should determine its exposure to the relevant Counterparty
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and determine how the proposed Agreement would affect the District's additional risk to
termination.

The District's goal is to limit its Maximum Counterparty Termination Exposure attributable to
a single swap counterparty, based on a three‐tier structure.
The District shall establish a minimum termination value to one counterparty equal to 20
percent (20%) of the District's Available Reserves. The District shall not seek to diversify
counterparties if its Maximum Portfolio Termination Value is below this level.
The District shall seek to diversify its counterparty termination exposure, once this minimum
value has been met, as set forth in the table below.
The District shall limit its aggregate exposure to all counterparties, or the Maximum
Portfolio Termination Value, equal to 50 percent of the District's Available Reserves.
Credit Rating
AAA
AA Category

Maximum Counterparty Termination Exposure*
Equal to 75% of EMWD’s Maximum Portfolio Termination
Value
Equal to 65% of EMWD’s Maximum Portfolio Termination
Value

* The table above provides general exposure guidelines with respect to whether the District
should enter into an additional agreement with an existing Counterparty. The District may
make exceptions to the guidelines at any time to the extent that the execution of a Swap
achieves one or more of the outlined benefits in this Policy or provides other benefits to the
District. These limits shall only apply as of the time a Swap or related transaction, such as a
cap, collar, etc. is entered into, and thus may be exceeded during the term of a Swap or Swaps
with the same Counterparty.
Additional limits may be established for each Counterparty as well as the relative level of risk
associated with each existing and projected Swap.
4. Case‐by‐Case Analysis
The District should also consider the District's financial position and overall asset/liability
management strategy when evaluating its termination exposure for each transaction.
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Maximum Counterparty Termination Exposure refers to the aggregate mark‐to‐market
exposure to a counterparty net of the mark‐to‐market value of any collateral pledged to the
District by such counterparty.

The Authorized Representative shall determine the appropriate term for a Swap on a case‐
by‐case basis. The slope of the swap curve, the marginal change in swap rates from year to
year along the swap curve, and the impact that the term of the swap has on the overall
exposure of the District in connection with its bonds shall be considered in determining the
appropriate term of any Swap. In connection with the issuance of bonds, the term of a Swap
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shall not extend beyond the final maturity date of the applicable issue of bonds, or in the case
of a refunding transaction, beyond the final maturity date of the refunding bonds.

Long Term Implications
In evaluating a particular transaction involving the use of swaps, the District shall review long‐term
implications associated with entering into each agreement, including costs of borrowing, historical
interest rate trends, variable rate capacity, credit enhancement capacity, liquidity capacity,
opportunities to refund related debt obligations and other similar considerations.
1. Impact of use of Liquidity
The District shall consider the impact of any variable rate bonds issued in combination with a
Swap on the availability and cost of liquidity support.
2. Call Option Value Considerations
When considering the relative advantage of variable rate bonds issued in combination with a
Swap versus fixed rate bonds, the District will take into consideration the value of any call
option on fixed rate bonds. When comparing potential cost savings by utilizing a swap, the
District should take into consideration that a synthetic fixed‐rate swap does not usually have
an optional call provision; and therefore, should evaluate the potential impact on future cost
savings and flexibility.
3. Qualified Hedges
The District understands that, (1) if payments on and receipts from the Agreement are to be
taken into account in computing the yield on the related bonds, the Agreement must meet
the requirements for a "qualified hedge" under federal tax law (sometimes referred to as an
"integrated" Swap); and (2) if one of the goals of entering into the Agreement is to convert
variable yield bonds into fixed yield bonds (sometimes referred to as a "super integrated
swap"), then certain additional requirements must be met. In both situations, the terms of
the Agreement and the process for entering into the Agreement must be reviewed and
approved in advance by tax counsel.
Qualified Swap Counterparties
Unless approved by the Board, the District will work with qualified Swap Counterparties that have a
general credit rating of: (i) at least "Aa3" or "AA‐" by two of the nationally recognized rating agencies
and not rated lower than "A2" or "A" by any nationally recognized rating agency, or (ii) at least "A1"
or "A+" by two of the nationally recognized rating agencies and has a continuing "AAA" subsidiary as
rated by at least two nationally recognized credit rating agency. The nationally recognized rating
agencies are Moody's Investors Services, Incorporated, S&P Global Ratings, and Fitch Ratings.
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The total net notional amount of all Swaps related to an issue of bonds should not exceed the
amount of the related outstanding bonds. For purposes of calculating the net notional
amount, credit shall be given to any Swaps that offset a specific bond transaction.

Swap Counterparties must have a demonstrated record of successfully executing Swap agreements
as well as minimum capitalization of at least $500 million.
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In addition to the rating criteria specified herein, the District will seek additional credit enhancement
and safeguards in the form of:
 Contingent credit support or enhancement;
 Collateral consistent with the policies contained herein;
 Ratings downgrade triggers;
 Guaranty of parent, if any.
Form of Swap Agreements
It is the District's intention to have a form of Swap Agreement to be used in all Swap Agreements,
modified as necessary to meet the needs of a particular transaction. The form of the Agreement
executed by the District shall contain terms and conditions as set forth in the International Swap and
Derivatives Association, Incorporated ("ISDA") Master Agreement, including any schedules, and
confirmations. All Agreements shall be subject to the approval of the Authorized Representative.
The Agreements shall include payment, term, security, collateral, default, remedy, termination, and
other terms, conditions and provisions as the Authorized Representative deems necessary or
desirable.
The District will agree to comply with the ISDA August 2012 DF Protocol (DF Protocol), subject to
such modifications as the Authorized Representative of the District may deem to be in the best
interest of the District, based upon the advice of the District's Financial Advisor or Bond Counsel, in
order to facilitate future swap transactions, including amendment, novation or termination (full or
partial) of existing swap transactions. To that end, the District will comply with the policies and
procedures for Qualified Independent Representatives (QIR) specified in the DF Protocol and
developed and implement by District Staff.
1. Conformance with Dodd‐Frank
It is the intent of the District to conform this policy to the requirements relating to legislation
and regulations for over‐the‐counter derivatives transactions under Title VII of the Wall Street
Transparency and Accountability Act of 2010, as supplemented and amended from time to
time (herein collectively referred to as "Dodd‐Frank"). Pursuant to such intent, it is the policy
of the District that:
a.

b.

c.

Each swap advisor engaged or to be engaged by the District will function as
the designated qualified independent representative of the District,
sometimes referred to as the "Designated QIR";
Each swap advisor agrees to meet and meets the requirements specified in
Commodity Futures Trading Commission Regulation 23.450(b)(1) or any
successor regulation thereto (herein referred to as the "Representative
Regulation");
Each swap advisor provide a written certification to the District to the effect
that such swap advisor agrees to meet and meets the requirements specified
in the Representative Regulation;
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Swap counterparties should serve as principal on each transaction, not as "agent" to ensure most
efficient pricing and direct responsibility.
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d.
e.

f.

The District monitor the performance of each swap advisor consistent with
the requirements specified in the Representative Regulation;
The District exercise independent judgment in consultation with its swap
advisor in evaluating all recommendations, if any, presented by any
counterpart with respect to transactions authorized pursuant to this Swap
Policy; and
The District rely on the advice of its swap advisor with respect to transactions
authorized pursuant to the Swap Policy and not rely on recommendations, if
any, presented by any counterpart with respect to transactions authorized
pursuant to this Swap Policy.

The District may use legal counsel and/or outside professional advisors to assist in
preparation of the swap documents.
Termination Provisions
The District shall consider including in all Agreements provisions granting the District the right to
optionally terminate an Agreement at any time over the term of the Agreement. Any termination
of an Agreement shall be made by the Authorized Representative.
A termination event is deemed to occur should the Swap Counterparty (or its credit support provider)
fail to maintain the ratings below and the Swap Counterparty has not delivered any collateral as
required under the Credit Support Annex with the District:
 Credit Rating of at least "Baa1" from Moody's; or
 Credit Rating of at least "BBB+" from S&P; or
 Credit Rating of at least "BBB+" from Fitch; or
 An equivalent rating determined by a nationally recognized ratings service acceptable to
both parties.
Furthermore, an additional termination event is deemed to occur should the Swap Counterparty (or
its credit support providers) have one or more outstanding issues of rated unsecured, unenhanced
senior debt and none of such issues has a rating of at least (i) Baa2 or higher as determined by
Moody's Investors Service, Incorporated, or (ii) BBB or higher as determined by S&P Global Ratings
or (iii) an equivalent investment grade rating determined by a nationally‐recognized rating service
acceptable to both parties.
A termination payment to or from the District may be required in the event of termination of an
Agreement due to a default or a decrease in credit rating of either the District or the Swap
Counterparty.
It is the intent of the District to avoid making a termination payment out of available District funds
to a Counterparty that does not meet its contractual obligations. Prior to making any such
termination payment, the Authorized Representative shall evaluate whether it is financially
advantageous for the District to obtain a replacement Counterparty to avoid making such
termination payment or finance the termination payment through a long‐term financing product.
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For payments on early termination and optional termination, Market Quotation and the
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Security and Source of Repayment
While the District has a preference to subordinate swap payments to debt service payments, the
District may use the same security and source of repayment (pari passu) for the Swap as is used for
the underlying bonds. The District shall subordinate the termination payment under the swap to the
debt service on the underlying bonds. The District shall consult with Bond Counsel regarding the
legal requirements and compliance with the District's Master Resolution associated with making the
payments under the Swap on a parity or non‐parity basis with the applicable outstanding bonds.
Specified Indebtedness
The specified indebtedness related to credit events in any Agreement should be narrowly defined
and refers only to indebtedness of the District that could have a materially adverse effect on the
District's ability to perform its obligations under the Swap. Debt should typically only include
obligations within the same, or higher, lien as the Swap obligation.
Governing Law
Governing law for Swaps may be New York or California, except that the capacity, power and
authority of the District to enter into a Swap shall be governed by and construed in accordance with
law of the State of California.
Events of Default
Events of default of a Swap Counterparty shall include, but are not limited to the following:
 Failure to make payments when due;
 Breach of representations and warranties;
 Illegality;
 Failure to comply with downgrade provisions and/or provide collateral as required; and
 Failure to comply with any other provisions of the Agreement after a specified notice period.
Collateral Requirements
As part of any Agreement, the District may require, or be required to post collateral or other credit
enhancement to secure any or all Swap payment obligations. As appropriate, the Authorized
Representative may require collateral or other credit enhancement to be posted by each Swap
Counterparty under the following circumstances:
 Each Swap Counterparty may be required to post collateral if the credit rating of the Swap
Counterparty or parent falls below the "A‐ or A3". Collateral for further decreases in credit
ratings of each Swap Counterparty shall be posted by each Swap Counterparty in accordance
with the provisions contained in the credit support annex to each Agreement;
 Collateral shall consist of cash, U.S. Treasury Securities, or Agency Securities;
 Collateral shall be deposited with a third‐party trustee, or as mutually agreed upon between
the District and each Swap Counterparty;
 A list of acceptable securities that may be posted as collateral and the valuation of such
collateral will be determined and mutually agreed upon during negotiation of the Agreement;
 The market value of the collateral shall be determined on at least a monthly basis;
 The District will determine reasonable threshold limits for increments of collateral posting
based on a sliding scale reflective of credit ratings; and

Attachment: Exhibit B - Comprehensive Debt Policy (4851 : Comprehensive Debt Policy Update)

Second Method, as defined in the 1992 Form of the ISDA will apply.

27
Packet Pg. 127

4.A.b

The Authorized Representative shall determine on a case‐by‐case basis whether other forms
of credit enhancement are more beneficial to the District.

Other Criteria
The District may select a Swap Counterparty through either a competitive or negotiated process.
The selection of a Swap Counterparty shall be done on a case‐by‐case basis. The conditions to be
considered in determining the process shall include:
 Traditional swap or financial products such as synthetic fixed‐rate swaps, reverse swaps,
caps, floors, collars, and swaptions without significant deviations from standard ISDA
contract;
 The proposed structure does not require customized features;
 Several counterparties are eligible and willing to provide bid(s);
 Terms of the swap match the underlying bond structure (i.e., same or shorter maturity,
payment dates, amortization schedule);
 Marketing of the Swap will require complex explanations about the security for repayment
or credit quality;
 Demand is limited among Swap Counterparties;
 Coordination of multiple components of the financing is required;
 The Swap has non‐standard features, such as one‐way collateral;
 Bond insurance is not available or not offered;
 Counterparty risk (termination exposure) to other providers is limited;
 Counterparties are likely to demand individual changes in bid documents;
 A Swap Counterparty has provided a structure or concept that is unique;
 The timing and facilitation benefit to the District of using a Swap Counterparty that is also
managing an accompanying bond issue; and
 The transaction structure or financing structure has been developed for the District by a
Counterparty and the District has determined that it is in its best interest to proceed with
proposed transaction or a similar structure.
The District shall use outside professional advisors to assist in the price negotiation. The District shall
obtain an opinion from an independent party that the terms and conditions of any financial product
entered into reflect a fair market value as of the execution date.
Ongoing Reporting Requirements
Written records noting the status of all Agreements will be maintained by the District and shall
include the following information:
 Highlights of all material changes to Agreements or new Agreements entered into by the
District since the last report, and a summary of any Agreements that were terminated;
 Basic term sheet containing trade date, effective date and termination date of each of the
Agreement, as well as key terms such as: notional amount, rate paid by each Counterparty,
day count basis, payment dates, and amortization/accretion schedules. This term sheet will
also contain Counterparty contact information;
 Most recent (at least annually) mark‐to‐market valuation, performed by an independent third
party advisor;
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For each Swap Counterparty, shall provide the total notional amount position, the average
life of each Agreement, the available capacity to enter into a Swap, and the remaining term
of each Agreement;
The credit rating of each Swap Counterparty and credit enhancer insuring the Swap
payments;
Actual collateral posting by the Swap Counterparty, if any, per Agreement and in total by
Swap Counterparty; and
Information concerning any default by a Swap Counterparty and the results of the default,
including but not limited to, the financial impact to the District if any.

The District shall reflect the use of derivatives on its financial statements in accordance with GASB
Technical Bulletin No. 2003‐1. The disclosure requirements include:
 Objective of the Derivative;
 Significant Terms;
 Fair Value;
 Associated Debt; and
 Risks.
5. Disclosure Procedures
The purpose of these Disclosure Procedures (the “Procedures”) is to ensure that the District,
associated Financing Authorities, Assessment Districts, and the CFDs continue to comply with all
applicable disclosure obligations and requirements under the federal securities laws.
In offering Obligations to the public, and at other times when the District makes certain reports, the
District must comply with the “anti‐fraud rules” of federal securities laws. (“Anti‐fraud rules” refers
to Section 17 of the Securities Act of 1933 and Section 10(b) of the Securities and Exchange Act of
1934 (the “1934 Act”), and regulations adopted by the Securities and Exchange Commission under
those acts, particularly Rule 10b‐5 promulgated under the 1934 Act.)
The core requirement of these rules is that potential investors in Obligations must be provided with
all “material” information relating to the offered Obligations. The information provided to investors
must not contain any material misstatements and the District must not omit material information
which would be necessary to provide to investors a complete and transparent description of the
Obligations and the District’s financial condition (or, in the case of CFD Obligations, the development
within the CFD and other factors which may affect the willingness or ability of the property owners
therein to pay special taxes when due). In the context of the sale of securities, a fact is considered
to be “material” if there is a substantial likelihood that a reasonable investor would consider it to be
important in determining whether or not to purchase the securities being offered.
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When the District issues Obligations, the two central disclosure documents which are prepared are
a preliminary official statement (the “POS”) and a final official statement (the “OS” and, collectively
with the POS, the “Official Statement”). The Official Statement generally consists of: (i) the forepart
(which describes the specific transaction, including maturity dates, interest rates, redemption
provisions, the specific type of financing, the security for the Obligations and other matters particular
to the financing; (ii) a section or appendix which provides information on the District, including its
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financial condition as well as certain operating information (which may be property tax assessments
or may be other District revenues depending on the type of Obligations being issued) (the “District
Section”); and (iii) various other appendices, including the District’s audited financial report, form of
the proposed legal opinion, and form of continuing disclosure undertaking. With respect to CFDs,
the Official Statement contains limited information about the District, as CFD Obligations are special
obligations of the CFD and are not secured by any funds of the District, and instead contains a
description of the Obligations and the special taxes securing the Obligations, a description of the
CFD, the improvements and taxpayers therein, a property ownership and development section if the
CFD is not fully built out, a risk factors section containing risks specific to the CFD and CFDs in general,
in addition to other sections. Investors use the Official Statement as one of their primary resources
for making informed investment decisions regarding the Obligations.
Disclosure Process
When the District determines to issue Obligations, the District’s Deputy General Manager/Treasurer
with responsibility for administrative services, or designee, requests the involved departments to
commence preparation of the portions of the Official Statement (including particularly the District
Section) for which they are responsible. While the general format and content of the Official
Statement does not normally change substantially from offering to offering, except as necessary to
reflect major events, the Deputy General Manager/Treasurer with responsibility for administrative
services, or designee, is responsible for reviewing and preparing or updating certain portions of the
District Section which are within such person’s particular area of knowledge. Once the Official
Statement has been substantially updated, the entire Official Statement is shared with the General
Manager for review and input. Additionally, all participants in the disclosure process are separately
responsible for reviewing the entire Official Statement.
Members of the financing team, including Bond Counsel and the District’s Municipal Advisor with
respect to the Obligations, assist staff in determining the materiality of any particular item, and in
the development of specific language in the District Section. Members of the financing team also
assist the District in the development of a “big picture” overview of the District’s financial condition,
included in the District Section. This overview highlights particular areas of concern. Bond Counsel
has a confidential, attorney‐client relationship with officials and staff of the District.
The Deputy General Manager/Treasurer with responsibility for administrative services or a member
of the financing team at the direction thereof schedules one or more meetings or conference calls of
the financing team (which includes District officials, Bond Counsel, the District’s Financial Advisor,
the underwriter of the Obligations, and the underwriter’s counsel), and new drafts of the forepart of
the Official Statement and the District Section are circulated and discussed. Such communications
may occur via electronic means rather than by meetings or conference calls. During this part of the
process, there is substantial contact among District staff and other members of the financing team
to discuss issues which may arise, determine the materiality of particular items and ascertain the
prominence in which the items should be disclosed.
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Prior to distributing a POS to potential investors, there is typically a formal conference call which
includes District officials involved in the preparation of the POS, members of the financing team and
the underwriters and the underwriter’s counsel, during which the Official Statement is reviewed in
its entirety to obtain final comments and to allow the underwriters to ask questions of the District’s
senior officials. This is referred to as a “due diligence” meeting.
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With respect to CFD Obligations, when a CFD is ready to issue bonds, the District’s Deputy General
Manager/Treasurer with responsibility for administrative services requests, the Chief Financial
Officer, and the Special Districts Funding Department organize the financing team to commence
preparation of the Preliminary Official Statement. Typically, the initial draft of a CFD Official
Statement is assembled with input from Bond Counsel, Disclosure Counsel, Financial Advisor, Special
Tax Consultant, Appraiser, Developer and Developer’s Counsel and Underwriter. The Chief Financial
Officer and the Special Districts Funding Department reviews the draft Preliminary Official Statement
once distributed by Disclosure Counsel, specifically the information included with respect to the CFD
and the formation thereof by the District. Once the Preliminary Official Statement has been
distributed, one or more due diligence conference calls or meetings with the entire CFD financing
team are held until the Preliminary Official Statement is finalized. Typically, prior to printing the
Preliminary Official Statement, the Developer will be required to sign a “10b‐5” certificate stating
that the information in the Preliminary Official Statement provided by or pertaining to the Developer
and its development within the CFD does not contain any untrue statement of material fact or omit
to state any material fact necessary to make the statements contained in the Preliminary Official
Statement in light of the circumstances under which they were made, not misleading.
A substantially final form of the POS is provided to the District Board of Directors in advance of
approval of the POS. Doing so affords the Board of Directors an opportunity to review the POS, ask
questions and make comments. The substantially final form of the POS is approved by the Board of
Directors which generally authorizes certain senior staff to make additional corrections, changes and
updates to the POS in consultation with the District’s general counsel and Bond Counsel.
When the POS is posted for review by potential investors, senior District officials execute certificates
deeming certain portions of the POS complete (except for certain pricing terms) as required by Rule
15c2‐12 promulgated under the 1934 Act.
Between the posting of the POS for review by potential investors and delivery of the final OS to the
underwriter for redelivery to actual investors in the Obligations, any changes and developments will
have been incorporated into the POS, including particularly the District Section, if required. If
necessary, to reflect developments following publication of the POS or OS, as applicable,
supplements will be prepared and published.
In connection with the closing of the transaction, one or more senior District officials execute
certificates stating that certain portions of the Official Statement, as of the date of each OS and as of
the date of closing, does not contain any untrue statement of material fact or omit to state any
material fact necessary to make the statements contained in the Official Statement in light of the
circumstances under which they were made, not misleading. The District’s general counsel also
provides an opinion letter advising the underwriters of the Obligations that information contained in
the District Section (or specified portions thereof) as of its date did not, and as of the date of the
closing, does not contain any untrue statement of a material fact or omitted or omits to state any
material fact necessary to make the statements therein, in light of the circumstances under which
they were made, not misleading. The District’s general counsel does not approve any financial,
statistical, economic or demographic data or forecasts, charts, tables, graphs, estimates, projections,
assumptions or expressions of opinion, and certain other customary matters.
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District Section
The information contained in the District Section is developed by personnel under the direction of
the Deputy General Manager/Treasurer with responsibility for administrative services, with the
assistance of the financing team. In certain circumstances, additional officials will be involved, as
necessary. The following principles govern the work of the respective staffs that contribute
information to the District Section:
 District staff involved in the disclosure process are responsible for being familiar with their
responsibilities under federal securities laws as described above.
 District staff involved in the disclosure process should err on the side of raising issues when
preparing or reviewing information for disclosure. Officials and staff are encouraged to
consult the District’s general counsel, Bond Counsel or members of the financing team if there
are questions regarding whether an issue is material or not.
 Care should be taken not to shortcut or eliminate any steps outlined in the Procedures on an
ad hoc basis. However, the Procedures are not necessarily intended to be a rigid list of
procedural requirements, but instead to provide guidelines for disclosure review. If
warranted, based on experience during financings or because of additional Securities and
Exchange Commission pronouncements or other reasons, the District should consider
revisions to the Procedures.
 The process of updating the District Section from transaction to transaction should not be
viewed as being limited to updating tables and numerical information. While it is not
anticipated that there will be major changes in the form and content of the District Section
at the time of each update, everyone involved in the process should consider the need for
revisions in the form, content and tone of the sections for which they are responsible at the
time of each update.
 The District must make sure that the staff involved in the disclosure process are of sufficient
seniority such that it is reasonable to believe that, collectively, they are in possession of
material information relating to the District, its operations and its finances.
 In light of Securities and Exchange Commission pronouncements in 2014, particular care
should be given to disclosures in each POS and OS with respect to past compliance with
Continuing Disclosure Agreements (as discussed below under the heading “ANNUAL
CONTINUING DISCLOSURE REQUIREMENTS”). If the District has failed to comply with such
Continuing Disclosure Agreements in the five years prior to the posting of a POS, such failure
to comply must be described in each such POS and OS. The District must task personnel or
retain outside consultants with responsibility to check the District’s past compliance with its
Continuing Disclosure Agreements before the posting of each POS.
Training
Periodic training for the staff involved in the preparation of the Official Statement (including the
District Section) is coordinated by the finance team and the Deputy General Manager/Treasurer with
responsibility for administrative services. These training sessions are provided to assist staff
members involved in identifying relevant disclosure information to be included in the District Section.
The training sessions also provide an overview of federal laws relating to disclosure, situations in
which disclosure rules apply, the purpose of the Official Statement and the District Section, a
description of previous SEC enforcement actions and a discussion of recent developments in the area
of municipal disclosure. Attendees at the training sessions are provided the opportunity to ask
questions of finance team members, including Bond Counsel, concerning disclosure obligations and
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Annual Continuing Disclosure Requirements
In connection with the issuance of Obligations, including CFD Obligations, the District has entered
into a number of contractual agreements (the “Continuing Disclosure Agreements”) to provide
annual reports with: (i) financial data; (ii) operating data; and (iii) audited financial statements (the
District should consider whether it should no longer provide the District’s entire Annual
Comprehensive Financial Report (ACFR) rather than the audited financial statements alone). In
addition, the Continuing Disclosure Agreements require the District to provide notice of certain
events relating to the Obligations specified in the Continuing Disclosure Agreements. The District
must comply with the specific requirements of each Continuing Disclosure Agreement. The District’s
Continuing Disclosure Agreements generally require that the annual reports be filed within 210 days
after the end of the District’s fiscal year (although securities law requires such annual reports only to
be filed once each year), and event notices are generally required to be filed within 10 days of their
occurrence. Such filings are to be made through the Municipal Securities Rulemaking Board’s
Electronic Municipal Market Access System over the Internet.







Specific events which require “material event” notices are set forth in each particular
Continuing Disclosure Agreement.
The Deputy General Manager/Treasurer with responsibility for administrative services shall
be responsible for preparing and filing the annual reports and event notices required
pursuant to the Continuing Disclosure Agreements. Particular care shall be paid to the timely
filing of any changes in credit ratings on Obligations (including changes resulting from changes
in the credit ratings of insurers of particular Obligations).
With respect to CFD Obligations, the Continuing Disclosure Agreements are prepared by the
District’s Special Tax Consultant(s) and reviewed by the Chief Financial Officer and the Special
Funding District Department staff. The CFD Continuing Disclosure Agreements generally
require that the annual reports be filed within eight months after the end of the District’s
fiscal year and include the District’s ACFR and certain other operating data concerning the
CFD itself.
In addition to disclosing any failure to comply with prior Continuing Disclosure Agreements
in each POS and OS (as discussed in the final bullet point under the heading “DISTRICT
SECTION” and in the “CONTINUING DISCLOSURE” section of CFD POSs and OSs), the District
must take steps to correct any such failure. Such steps could include filing amended annual
reports, filing audited financial statements or providing notice of events specified in
Continuing Disclosure Agreements.

6. Monitoring and Reporting Requirements
The District’s Finance Team will monitor any Fixed Rate Debt, Variable Rate Debt and interest
rate Swaps that the District has outstanding on at least a monthly basis. The following reports
will be prepared at a minimum:
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Variable Rate Debt
The District’s Finance Team will provide a written report to Senior Management regarding the
status of all Variable Rate Debt on at least a weekly basis. Such report shall include the following
information:
 The performance of Variable Rate Debt compared to relevant indices since the last report;
 Changes to any fees paid to any third parties including Credit Enhancement providers,
remarketing agents, etc.
Swap Report
Reports on the District’s Swap agreements will be prepared on at least an annual basis in
compliance with the District’s Swap Policy outlined in Section 4 of the Comprehensive Debt
Policy. The Finance Team will track the following:
 The credit ratings and outlooks (making particular note of any rating changes) for each
interest rate Swap counterparty and credit enhancer associated with an interest rate
Swap;
 A summary of each interest rate Swap, including, but not limited to, the type of interest
rate Swap, the rates and dollar amounts paid by the District and received by the District,
and other terms;
 For each counterparty, the District shall provide the total notional amount position, the
average life of each interest rate Swap agreement, and the remaining term of each
interest rate Swap agreement;
 Market value of each of the District’s interest rate Swaps.
Arbitrage Review
The use of bond proceeds and their investments must be monitored to ensure compliance with
all Internal Revenue Code Arbitrage Rebate Requirements. District will fully comply with federal
arbitrage and rebate regulations. Concurrent with this policy, the Chief Financial Officer will take
all permitted steps to minimize any rebate liability through proactive management in the
structuring and oversight of its individual debt issues. All of the District’s tax‐exempt issues,
including lease purchase agreements, are subject to arbitrage compliance regulations.
The Finance Department will be responsible for the following:
 Monitoring the investment of bond proceeds with awareness of rules pertaining to yield
restrictions. Maintaining detailed investment records, including purchase prices, sale
prices and comparable market prices for all securities.
 Contracting the services of outside arbitrage consultants to establish and maintain a
system of record keeping and reporting to meet the arbitrage rebate compliance
requirements of federal tax code.
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debt, variable rate debt, and interest rate Swaps entered into by the District since the last report.
The finance team will also outline plans for the upcoming year to optimize debt service
obligations and to detail any upcoming renewals such as liquidity, and remarketing contracts.
Presentation of the District’s debt portfolio will highlight any changes to fixed and variable rate
debt, including any subsidy considerations, material bond proceeds fund investment issues,
continuing obligation considerations, escrow considerations, rating triggers, or other
developments which might affect the expected continuity and performance of the debt portfolio.
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To the extent any arbitrage rebate liability exists, the District will report such liability in
its Annual Comprehensive Financial Report (ACFR).

SBPA Quarterly Report
On at least a quarterly basis, and in accordance with the Standby Bond Purchase Agreements
held by the District, the Finance Team will provide a report to all providers of liquidity facilities
for District variable rate debt. The report will contain:
 Certification of an authorized representative that no event of default or default occurred
within that quarter.
 Quarterly financial records of the District to include Statements of Revenue and Expense
and Changes in Net Assets.
7. Historical Financial Operations
The District has historically managed its finances according to several policies, procedures and
covenants.

Senior Lien – Master Resolution
The District’s Master Resolution (Resolution Number 2667), adopted by the Board of Directors
on May 13, 1993, provides for the allocation of revenues of the Water and Sewer system and
establishes covenants to secure the payment of obligations payable from net water and sewer
revenues.
Pursuant to the Master Resolution, the District has issued revenue bonds and entered into certain
outstanding installment sale agreements which are secured by a pledge of and lien on Net Water
and Sewer Revenues and constitute “Parity Obligations” under the Master Resolution. The Parity
Obligations are payable from Net Water and Sewer Revenues on a senior basis to obligations
issued under the Working lien.
The District has entered into various installment sale agreements and, in turn, caused the
execution and delivery of various related series of certificates of participation, all in order to fund
the District’s ongoing capital improvement plan. Each such installment sale agreement has
required the District to make installment payments from the District’s Net Water and Sewer
Revenues on deposit in the Installment Payment Fund held under the Master Resolution, and the
District’s obligation to make each such installment payment has been secured in accordance with
the terms of the Master Resolution.
Under the Master Resolution, the District is required to fix rates which are: (i) reasonably fair and
nondiscriminatory; (ii) at least sufficient for the payment of all amounts to be payable from Net
Water and Sewer Revenues in each Fiscal Year; and (iii) at least equal to: (1) 115% of Debt Service
on all Parity Obligations plus the amount required to be deposited to the Operating Reserve Fund;
and (2) 110% of Debt Service on all Parity Obligations and Subordinate Obligations plus the
amount required to be deposited to the Operating Reserve Fund.
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Working Lien – Debt Service Coverage Policy
Under the Master Resolution, the District may incur obligations payable on a subordinate basis
to the Senior Lien. It is the District’s objective to continue to transition outstanding obligations
to its subordinate (working) lien. All obligations issued on the working lien will be payable from
Net Revenues, which consist of the Net Water and Sewer Revenues less all net amounts payable
by the District on the Parity Obligations, and from amounts held in certain funds and accounts on
hand at the District. Net Water and Sewer Revenues consist of Water and Sewer Revenues less
Maintenance and Operation Costs (as such terms are defined in Appendix C of the District’s most
recent Official Statement).
The District will not engage in debt financing unless the proposed obligation, when combined
with all existing senior and parity debts, will result in acceptable debt service coverage ratios. In
determining the affordability of proposed revenue bonds, the District will perform an analysis
comparing the projected annual net revenues (after payment of operating and maintenance
expenses) to estimated annual debt service and the Debt Service Coverage. The Debt Service
Coverage is the amount of cash flow available to meet the annual principal and interest payment
obligations on debt issued. The use of Debt Service Coverage as a policy target is primarily to
ensure that the District is meeting its financial obligations on a cash basis.
Reserve Funds
The District’s reserves have been developed as part of an overall financial management strategy.
These funds do not constitute a surplus in excess of the District’s actual needs, but rather are
needed for important purposes specified in the District’s Reserve Policy. The Reserve Policy is a
stand‐alone document which will be maintained separately from the District’s Comprehensive
Debt Policy.
The Reserve Policy states that the Chief Financial Officer will periodically present the status of
each reserve and restricted fund balance to the Board of Directors, but not less than annually
and prior to the adoption of the next year’s operating budget. The most common approach to
sizing Reserves is by number of days of expenses (most often described as Days’ Cash).
Periodically the stand‐alone Reserve Policy will be updated through Board Resolution and funds
will be established, discontinued, or reaffirmed as necessary.
8. SB 1029 Compliance
SB 1029, signed by Governor Brown on September 12, 2016, requires issuers to adopt debt
policies addressing each of the five items below.
A) The purposes for which the debt proceeds may be used.
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Sections 2 (Debt Issuances – General District Debt), 3 (Debt Issuances – Special District Financing),
and 7 (Historical Financial Operations) of this policy provide information regarding the purposes
for which the District may spend debt proceeds.
B) The types of debt that may be issued.
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Sections 2 (Debt Issuances – General District Debt) and 3 (Debt Issuances – Special District
Financing) of this policy provides information regarding the types of debt EMWD may issue.
C) The relationship of the debt to, and integration with, the issuer’s capital improvement
program or budget, if applicable.

D) Policy goals related to the issuer’s planning goals and objections.
The body of this policy describes the District’s planning goals and objectives.
E) The internal control procedures that the issuer has implemented, or will implement, to
ensure that the proceeds of the proposed debt issuance will be directed to the intended
use.
Sections 2 (Debt Issuances – General District Debt) and 3 (Debt Issuances – Special District
Financing) of this policy provide information regarding the District’s internal control procedures
designed to ensure that the proceeds of a debt issuance are spent as intended.
9. Conclusion
The Policy was drafted with the intent of providing Eastern Municipal Water District’s Board‐
approved guiding directives to management and staff for decisions and recommendations
related to the financial profile of the District, and is intended to support the District’s debt
obligations to present and future generations of customers.
The Policy is intended to be revisited and updated periodically if there is a material change in the
risk exposures or conditions.
The Policy is ultimately intended to serve as a guide and it in no way restricts the ability of the
Eastern Municipal Water District Board to review proposed rate actions, debt issuances, or other
actions of substance to the District. The Board maintains authorization to waive elements of the
policy in connection with individual financings at its discretion.
10. Glossary of Terms
Available Reserves ‐ Cash balances, assets and investments of the District established as Reserves
pursuant to the District's Reserves Policies. Amounts on deposit in the following reserve funds will
be considered Available Reserves: Water Rate Stabilization Reserve; Operational Debt Service
Reserve, Capital Replacement Reserve, Water Replacement & System Betterment Construction
Reserve, and Sewer Replacement & System Betterment Construction Reserve.
Basis Risk ‐ Basis risk refers to a mismatch between the interest rate received from the swap contract
and the interest actually owed on the District's bonds. The risk, for example, in a floating to fixed
rate swap is that the variable rate interest payments will be less than the variable interest payments
actually owed on the hedged bonds.
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Credit Risk ‐ The occurrence of an event modifying the credit rating of the District or its Counterparty.
Credit Events can trigger certain termination provisions or collateral provisions as outlined in the
Agreements.
Credit Support Annex ‐ An attachment to the ISDA that covers the mutual posting of collateral, if
required. This schedule is based on the net mark‐to‐market values of the cash flows in the swap.
Confirmation ‐ A form that is executed for a specific swap or financial product transaction and details
the specific terms and conditions applicable to that agreement (fixed rate, floating rate index,
payment dates, calculation methodology, amortization, maturity date, etc.).
Continuing AAA subsidiary ‐ A wholly owned subsidiary of a Bank or Broker/Dealer organized to
transact business as a "AAA" Counterparty to eligible clients. Eligible clients are those clients
acceptable to the rating agencies. To the extent a "Trigger Event" occurs, the entity will maintain all
of its Agreements to their original maturity with the assistance of an independent derivatives
portfolio manager. A Trigger Event is typically a downgrade of the parent company, a bankruptcy of
the parent company, failure to make a payment and/or failure to deliver collateral.
Counterparty ‐ A principal to a swap or other derivative agreement, as opposed to an agent such as
a broker.
Counterparty Risk ‐ The risk that the swap Counterparty will not fulfill its obligations as specified by
the terms of an ISDA Master Agreement or other similar contract. Under a fixed payer swap, for
example, if the Counterparty defaults, the District would be exposed to an unhedged variable rate
bond position. The creditworthiness of the Counterparty is indicated by its credit rating. The District
has established minimum rating criteria for swap counterparties.
Days’ Cash ‐ Reserve balance divided by a ratio equal to O&M Expenses excluding depreciation,
divided by 365, calculated thus as:
Unrestricted Reserves
(O&M Expenses/365).
Debt Service Coverage ‐ Revenues Available for Debt Service divided by Debt Service for the same
fiscal year.
Hedge ‐ A position taken in order to offset the risk associated with some other position. Most often,
the initial position is a cash position and the hedge position involves a risk management instrument
such as a swap.
Interest Rate Cap ‐ An instrument that pays off on each settlement date based on the market value
of a reference rate (i.e., SIFMA, SOFR, or LIBOR) and a specified contract rate; effectively establishing
a maximum on a variable rate.
Interest Rate Collar ‐ An instrument that provides protection within a band of interest rates; a
combination of purchasing an Interest Rate Cap and selling Interest Rate Floor. Generally, it is
structured so that the net cost of the collar is zero or close to zero. This means that the expense for
the interest rate cap premium is offset by the credit received for the interest rate floor.
Interest Rate Floor ‐ An instrument that pays off on each settlement date based on the market value
of a reference rate (i.e., SIFMA, SOFR, or LIBOR) and a specified contract rate; effectively establishing
a minimum on a variable rate.
Interest Rate Risk ‐ The risk that variable rates will increase and thereby cause an increase in variable
rate debt service costs and negatively impact cash flow margins.
Interest Rate Swap ‐ A contract between two parties to exchange cash flows over a predetermined
length of time. Cash flows are calculated periodically based on a fixed or variable interest rate against
a set notional amount (amount used only for calculation of interest payments). Principal is not
exchanged.
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ISDA ‐ The International Swap Dealers Association ‐ The global trade association whose members are
dealers in the derivatives industry. Most Swaps are executed under standard documentation created
by ISDA.
ISDA Master Agreement ‐ The primary document for the terms and conditions governing the swaps
market. The ISDA Master Agreement contains the terms for events of default, termination events,
representations and covenants, early termination provisions and payment calculations.
Letter of Credit ‐ An irrevocable, transferable, standby letter of credit, issued by a major U.S.
commercial bank or a U.S. branch office of a foreign bank—in either case—with a strong credit rating
of at least (a) “A‐“ by S&P and/or “A3” by Moody’s, and (b) Total Assets of at least $20 billion.
LIBOR ‐ The London lnterBank Offered Rate. The rate at which banks will lend Eurodollars to each
other over various length terms: (e.g., 1‐month, 3‐month, 6‐month, 12‐ month etc.). The most active
dollar‐based taxable interest rate benchmark utilized globally
Notional Amount ‐ The stipulated principal amount for a swap transaction. There is no transfer of
ownership in the principal for a swap; but there is an exchange in the cash flows for the designated
coupons.
Revenues Available for Debt Service ‐ Operating Revenues less Operating Expenses plus
Depreciation plus Interest Expense.
Rollover Risk ‐ The risk that the term of the swap contract does not match the term of the related
bonds being hedged. Upon the maturity of the swap, the risk may need to be rehedged, causing the
District to incur re‐hedging costs.
SIFMA Index ‐ The Securities Industry and Financial Markets Association (“SIFMA”) Municipal Swap
Index is a 7‐day high‐grade market index comprised of tax‐exempt Variable Rate Demand Obligations
(VRDOs) with certain characteristics. The Index is calculated and published by Bloomberg. The Index
is overseen by SIFMA’s Municipal Swap Index Committee.
SOFR ‐ The Secured Overnight Financing Rate (SOFR) is a broad measure of the cost of borrowing
cash overnight collateralized by Treasury securities. SOFR is calculated as a volume‐weighted median
of transaction‐level tri‐party repo data collected from BNY Mellon as well as GCF Repo transaction
data and data on bilateral Treasury repo transactions clears through FICC’s DVP service.
Swap ‐ A contractual agreement evidenced by a single document in which two or more parties agree
to exchange periodic (net) payments for an agreed period of time based upon a notional amount of
principal.
Swaption ‐ An option on a swap. The swaption purchaser has the right to enter a specific swap for a
defined period of time. This option can be exercised on a specific exercise date or series of exercise
dates.
Tax Risk ‐ All issuers who issue tax‐exempt variable rate debt inherently accept risk stemming from
changes in marginal income tax rates. This is a result of the tax codes impact on the trading value of
tax‐exempt bonds. As marginal tax rates decline, the after‐tax value of tax‐exempt income declines,
forcing the tax‐exempt rates to increase. This risk is also known as a "tax event" risk, a form of basis
risk under swap contracts. Percentage of LIBOR swaps and certain SIFMA swaps with tax event
triggers, which can change the basis under the swap to a LIBOR basis from SIFMA, can expose issuers
to tax event risk.
Termination Risk ‐ The risk that the swap could be terminated as a result of any of several events,
which may include a ratings downgrade for the District or the swap Counterparty, covenant violation
by either party, bankruptcy of either party, swap payment default by either party, and default events
under a bond indenture. The District could owe a termination payment to the Counterparty or
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receive a termination payment from the Counterparty, depending on how interest rates at the time
of termination compare with the fixed rate on the swap.
Yield Curve ‐ Refers to the graphical or tabular representation of interest rates across different
maturities. The presentation often starts with the shortest‐term rates and extends towards longer
maturities. It reflects the market's views about implied inflation/deflation, liquidity, economic and
financial activity, and other market forces.
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Eastern Municipal Water District (District) was organized under the Municipal Water District Law,
Division 20 of the Water Code of the State of California, as amended, on October 16, 1950 for the
primary purpose of importing Colorado River water to its service area in order to augment local water
supplies. The District’s service area is primarily located in the westerly third of Riverside County.
Prior to the District’s formation, the local water supply largely consisted of groundwater wells.
The Comprehensive Debt Policy (Policy) sets forth the parameters for issuing debt and managing
outstanding debt and provides guidance to decision makers regarding the timing and purposes for
which debt may be issued, types and amounts of permissible debt, and method of sale that may be
used. Adherence to a debt policy helps to ensure the District’s debt is issued and managed prudently
in order to maintain a sound fiscal position and optimal credit ratings. Other financial policies are
outside the scope of this document and maintained within the District’s Administrative Code or
adopted via Board Resolutions.
The Policy updates and replaces the District’s prior Special District Policy (Section 3), Swap Policy
(Section 4), and Disclosure Procedures (Section 5). There is a summary of the District’s Reserve Policy
within Section 7. The Reserve Policy is not replaced as it maintains reserves not related to debt, but
is intended to serve as a standalone document, to be updated by resolution. Debt specific reserve
funds from within that policy will then be referenced within the Policy. In order to maintain
relevance, the District will review the Policy annually or more often if there is a material change in
risk exposures or conditions.
Purpose
The purpose of this Policy is to document and memorialize District standards in connection with
Eastern Municipal Water District obligations, including notes, bonds, loans, lease securities, and
certificates of participation issued or delivered by the District, including Assessment District bonds
and bonds issued by other entities controlled by the District, such as the Eastern Municipal Water
District Financing Authority, Community Facilities Districts formed pursuant to the Mello‐Roos Act
(CFDs) and Assessment Districts formed pursuant to the Improvement Acts of 1911 and 1913 (ADs),
along with the Western Riverside Water and Wastewater Financing Authority for which the District
has overseen and utilized to issue securities.
The Policy as described herein is in accordance with current legislation and incorporates industry
best practices. It has been devised to serve as a public representation of District objectives in relation
to its use of any fixed rate debt, variable rate debt, public or privately placed debt obligation, interest
rate swaps and/or other derivative transactions. The Policy is further intended to memorialize
guiding directives from the District’s Board of Directors (Board) to management and staff for
decisions and recommendations related to the financial profile of the District.
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2. Debt Issuances – General District Debt
General District debt is primarily issued to fund long‐term capital improvement projects, essential
equipment and vehicle needs (collectively “New Money Debt”) and to refinance existing debt
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Method of Sale
The District will select the method of sale, which best fits the type of bonds being sold, market
conditions, and the desire to structure bond maturities to enhance the overall performance of the
entire debt portfolio. Three general methods exist for the sale of municipal bonds:
1. Competitive sale. Bonds will be marketed to a wide audience of investment banking
(underwriting) firms. The underwriter is selected based on its best bid for its securities. The
District will award the sale of the competitively sold bonds on a true interest cost (TIC) basis.
Pursuant to this policy, the General Manager, Finance Director/Deputy General
ManagerDeputy General Manager/Treasurer, and/or Chief Financial Officer is hereby
authorized to sign the bid form on behalf of the District, fixingsetting the interest rates on
bonds sold on a competitive basis.
2. Negotiated sale. The Deputy General Manager/Treasurer/Finance Director and Chief
Financial Officer/Deputy General Manager selects the underwriter, or team of underwriters,
to market the District’s securities in advance of the debt issuance, with approval by the Board.
The Finance DirectorChief Financial Officer works with the underwriter to bring the issue to
market and negotiates all rates and terms of the sale, with the concurrence of the Deputy
General Manager/Treasurer. In advance of the sale, the General Manager, Deputy General
ManagerDeputy General Manager/Treasurer, and/or Chief Financial Officer will determine
compensation for and liability of each underwriter employed and the designation rules and
priority of orders under which the sale itself will be conducted. Pursuant to this policy, the
General Manager and/or Deputy General ManagerDeputy General Manager/Treasurer is
hereby authorized to sign the bond purchase agreement on behalf of the District, fixingsetting
the interest rates on bonds sold on a negotiated basis.
3. Private placement/direct purchase. The District may elect to issue debt on a private
placement or direct purchase basis. Such method may be considered if it is demonstrated to
result in cost savings or provide other advantages relative to other methods of debt issuance,
or if it is determined that access to the public market is unavailable and timing considerations
require that a financing be completed.
Roles and Responsibility
The primary responsibility for developing debt financing recommendations rests with the Finance
DirectorChief Financial Officer and Deputy General ManagerDeputy General Manager/Treasurer. In
developing such recommendations, the finance team shall consider the need for debt financing and
assess progress on the current capital improvement program (CIP)), and any other
program/improvement deemed necessary by the District. The Board authorizes and approves debt
financing and/or debt service‐related recommendations and proposals. All proposed debt financings
shall be presented to and approved by the Board.
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Bond counsel will prepare the necessary authorizing resolutions, agreementsagreements, and other
documents necessary to execute the financing. All debt issued by the District will include a written
opinion by bond counsel affirming that the District is authorized to issue the debt, stating that the
District has met all state constitutional and statutory requirements necessary for issuance, and
determining the debt's federal income tax status.
Municipal Advisors
The District will select independent municipal advisors. While serving as the District’s municipal
advisor, a firm may not also engage in the underwriting of the District debt issue for which that firm
acts as municipal advisor. A firm may not switch roles (i.e., from municipal advisor to underwriter)
after a financial transaction has begun. Municipal advisors shall be selected through a competitive
qualification process after a review of proposals by the Finance DirectorChief Financial Officer,
Deputy General ManagerDeputy General Manager/Treasurer, Treasurer, and/or other staff, and is
subject to approval by the Board.
During the contract term of any party acting as municipal advisor, neither the firm nor any individual
employed by that firm will perform financial advisory, investment banking or similar services for any
entity other than the District in transactions involving a District financial commitment.
The municipal advisor will advise the District on refunding opportunities for current outstanding
debt, as well as assist in evaluating the merits of competitive, negotiated or private placement of
new debt, and determining the most appropriate structure to ensure effective pricing that meets the
District’s near‐term and long‐term cash flow needs. The municipal advisor will work with all parties
involved in the financing transaction, including the District’s bond counsel, trustee, underwriters,
and credit liquidity providers, to develop and monitor the financing schedule and preparation of the
Official Statement. The municipal advisor will assist the District in developing and distributing bid
specifications for desired services, such as, trustee and paying agents, printing,
remarketingremarketing, and credit liquidity service providers, and assist the District in its review
process. The District also expects that its municipal advisor will provide objective advice and analysis,
maintain confidentiality of the District’s financial plans, and be free from any material conflict of
interest.
Underwriters
For negotiated sales, the District will generally select or pre‐qualify underwriters through a
competitive process. This process may include a request for proposal or qualifications to firms
considered appropriate for the underwriting of a particular issue or type of bonds. The Director of
FinanceChief Financial Officer and Deputy General ManagerDeputy General Manager/Treasurer,
with the concurrence of the Treasurer, will determine the appropriate method to evaluate the
underwriter submittals and then select or qualify firms on that basis. The District will not be bound
by the terms and conditions of any underwriting agreements, oral or written, to which it was not a
party.
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Bond Counsel
The District will retain external bond counsel for all debt issues. As part of its responsibility to oversee
and coordinate the marketing of all District indebtedness, the Finance DirectorChief Financial Officer
and /Deputy General ManagerDeputy General Manager/Treasurer will make recommendations for
approval by the Board on the retention of bond counsel.
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New Money Debt
The District will utilize reasonable debt financing as an acceptable and appropriate approach to fund
long‐term investments, mitigating needed rate increases, and helping to ensure that existing and
future ratepayers fund an appropriate share of long‐lived assets. Long‐term investments include the
acquisition of land, facilities, works, improvements and supplies of water; and enhancements or
enlargements to existing capacity and facilities for obtaining, importing, transporting and delivering
additional quantities of water, including water reclamation, water recycling, and other water related
infrastructure. These investments are typically included in the District’s Capital Improvement
Program and District Master Plan. Bond proceeds can be issued to fund the planning, design, land
acquisition, construction, attached fixtures or equipment and movable pieces or equipment, or other
costs as permitted by law.
The District will issue New Money Debt only in the case where there is an identified source of
repayment. Debt will be issued to the extent that (i) projected existing revenues are sufficient to pay
for the proposed debt service together with existing debt service covered by such existing revenues,
or (ii) additional revenues have been identified as a source of repayment in an amount sufficient to
pay for the proposed debt (including anticipated revenues from future rate increases).
The District will not issue debt to finance ongoing operating needs except in case of an extreme
financial emergency which is beyond its control or reasonable ability to forecast, and unless
specifically approved by the Board.
Debt issuance for a capital project will not be considered unless such project has been incorporated
into the District’s capital planning process, or as otherwise approved by the Board.
State Revolving Funds
The State Revolving Fund (SRF) loan program is a low or zero interest loan program generally for the
construction of wastewater treatment and sewage collection systems, water recycling facilities,
storm water projects, implementation of nonpoint source and storm drainage pollution control
management programs, estuary conservation and management programs, and other water
infrastructure and programs made available by the State. SRF debt service payments are factored
into debt service coverage ratios as defined by applicable water and wastewater indentures and/or
the District’s Master Resolution.
SRF loans are generally structured such that the District is required to contribute a percentage of the
total project cost and receives loan proceeds from the State for the balance. The SRF loan interest
rate is typically calculated by taking half of the True Interest Cost (TIC) of the most recent State of
California General Obligation Bonds issuance. The term of the loans can be 20 years or, if applicable,
an extended financing term of 30 years. When compared to traditional bond financing, the District
may realize savings as a result of the 20‐year or 30‐year amortization period of the SRF Loans, but
should consider the timing, legal terms and covenants, and overall costs of administering an SRF loan
as opposed to other forms of debt.
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SRF Loans may provide additional assistance in the form of principal forgiveness, orforgiveness or
may incorporate a grant component. Principal forgiveness must be specified at the execution of the
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Water Infrastructure Finance and Innovation Act (“WIFIA”)
WIFIA is a competitive federal loan program offering funding in the form of low‐cost loans for eligible
projects. WIFIA loans are eligible to finance up to 49 percent of Eligible Project Costs and can be
used in conjunction with other forms of funding to pay for eligible capital projects. Repayment of
WIFIA loans can be developed in a flexible manner to accommodate specific borrower needs with a
final repayment period up to 35 years after substantial completion of the project. While WIFIA loans
are generally structured with terms and covenants similar to those of the bonds which are on parity,
care needs to be taken to ensure that terms and covenants under the WIFIA loan do not conflict with
existing terms and covenants and are advantageous for the District.
Refunding Debt
Current and advance refundings are important debt management tools for the District. They are
commonly used to achieve debt service (interest cost) savings, remove or change bond covenants,
or restructure debt service obligations. Prior to the Tax Cuts and Jobs Act of 2017, Federal Tax law
allowed only one advance refunding after the initial issuance. With the passage of the Tax Cuts and
Jobs Act of 2017, municipal entities are no longer allowed to advance refund bonds on a tax‐exempt
basis, necessitating diligence in the review and monitoring of refunding opportunities.
To the extent that debt having fixed interest rates originally structured with a long‐term amortization
structure (10 years or greater) is refunded with fixed rate debt, the District will not generally issue
refunding debt which extends the final maturity of the refinanced debt. Extending the final maturity
may occur when warranted, such as restructuring of debt to match debt amortization with the useful
life of the financed assets.
Current Refunding
To the extent that a refinancing is a current refunding (one which occurs not more than 90 days from
the redemption date of the refunded debt), the District will generally apply an expectation that the
refunded debt will generate not less than 4 percent aggregate net present value savings, measured
as a percentage of the par amount of the refunded bonds.
Advance Refunding
To the extent that a refinancing is an advance refunding (one which occurs more than 90 days from
the redemption date of the refinanced debt), the general guideline will be to achieve a minimum of
5 percent aggregate net present value savings (measured as a percentage of the par amount of the
refunded bonds) and that the ratio of net present value savings to the sum of net present value
savings and negative arbitrage is not less than 75 percent. This ratio is commonly referred to as
“escrow efficiency” and is used as a guide in determining the amount of savings foregone in an
advance refunding when escrow yields are less than the District’s borrowing cost.
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loan agreement for the amount forgiven to be counted against the total loan required to be provided
by the SRF.

Notwithstanding the above minimum, the overall target savings threshold for an advance refunding
is 7 percent net present value savings as well as a minimum of 85 percent escrow efficiency.
Lower thresholds than those listed above may be justified if the refunding is being done for reasons
other than economic savings, such as to make changes to bond covenants or for other sound business
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Other Refinancing/Refunding
To the extent that a refinancing involves either a prior issuance or new issuance of variable rate debt,
the Finance Department will evaluate the refinancing based upon a combination of risk and
economic considerations to be made at the time.
Debt Capacity
There is no specific provision within the California Government Code that limits the amount of debt
that may be issued by the District. The District’s borrowing capability is limited by the additional
bonds test and debt coverage ratio required in the Master Resolution on the Senior Lien and by the
existing bond covenants on the Working Lien. The District will be mindful of its overall debt burden
in the context of its revenues, expenses, reserves, and overall financial health.
Financing Criteria
Revenue bonds, variable rate bonds, certificates of participation, SRF loans, federal loans or loan
guarantees, bank loans, notes, commercial paper, and direct placements are authorized forms of
debt to be considered by the District, subject to State Law. The weighted average useful life of the
asset(s) or project shall exceed the payout schedule of any debt the District assumes.
In addition to the aforementioned long and short‐term financing instruments, the District may also
consider joint arrangements with other governmental agencies. Communication and coordination
will be made with local governments regarding cost sharing in potential joint projects, including
leveraging grants and funding sources.
Each debt issuance should be evaluated on an individual basis within the context of the District’s
overall financing objectives, integration with the Capital Improvement Program, andProgram, and
current market conditions. The District will evaluate alternative debt structures (and timing
considerations) to ensure the most cost‐efficient financing under prevailing market conditions.







Credit Enhancement – The District will consider the use of credit enhancement on a case‐by‐
case basis, evaluating demonstrable savings, terms and conditions, market access, and
investor expectations.
Call Options/Provisions – In general, the District’s securities should include optional call
provisions unless the cost of such an option is determined to exceed the benefit. The District
will avoid the sale of non‐callable, long‐term fixed rate bonds, absent careful evaluation of
the value of the call option.
Additional Bonds Test/Rate Covenants – The amount and timing of debt will be planned to
comply with the additional bonds tests and rate covenants outlined in the appropriate legal
and financing documents, and this policy.
Short‐Term Debt – The District may utilize short‐term borrowing to serve as a bridge for
anticipated revenues, construction financing or future bonding capacity.
Variable Rate Debt – Variable rate debt products are priced at the short‐end of the yield curve
at low interest rates compared to fixed‐rate bonds, but subject to various risks. Variable rate
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or policy reasons, and will be at the discretion of the Director of FinanceChief Financial Officer in
consultation with the District’s Municipal Advisor and BondAdvisor, Bond Counsel, and in
consultation with the Treasurer and Deputy General ManagerDeputy General Manager/Treasurer.
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debt may be appropriate for the District’s portfolio, depending on market conditions and a
careful consideration of the risks involved. Variable rate debt products include variable rate
demand obligations, commercial paper, floating rate notes, and other obligations which have
interest rates adjusting periodically. The District may consider the use of variable rate debt
products to achieve a lower cost of borrowing or for short‐term borrowing. In determining
whether or not to use variable rate debt, the District will analyze the risk associated with the
variable rate debt, the impact on the District’s overall portfolio, and means to mitigate those
risks. The District will maintain a conservative level of outstanding variable debt in
consideration of the District’s current cash and reserve balances, in addition to maintaining
adequate safeguards against risk and managing the variable revenue stream. The District will
mitigate variable interest rate risks by maintaining sufficient unrestricted reserve funds to
hedge against market access risk, liquidity risk, and interest‐rate escalation risk.
Derivatives – The use of derivatives may increase the District financial flexibility and provide
opportunities for interest rate savings or enhanced investment yields. Careful monitoring of
such products is required to preserve District credit strength and budget flexibility.
Derivatives will not be used to speculate on perceived movements in interest rates. The
notional amount of derivative products shall not exceed 15 percent of total District
outstanding debt. More detailed information is contained in Swap Policy Section 4.
Investment of Bond Proceeds – Bond proceeds will be invested in accordance with the
permitted investment language outlined in the bond documents for each transaction, unless
further restricted or limited in the District’s Administrative Code.

Internal Control Procedures
All debt transactions must be approved by the Board of Directors. The proceeds of debt issuance
will be invested until used for the intended project(s) in order toto maximize utilization of the public
funds. The investments will be made to obtain the highest level of 1) safety, 2) liquidity, and 3) yield,
and may be held as cash. The District’s investment guidelines and bond indentures will govern
objectives and criteria for investment of bond proceeds. The Finance Department will oversee the
investment of bond proceeds in a manner to avoid, if possible, and minimize any potential negative
arbitrage over the life of the debt issuance, while complying with arbitrage and tax provisions.
Bond proceeds will be deposited and recorded in separate accounts to ensure funds are not
comingled with other forms of District funds. The District’s Trustee or Fiscal Agent will administer
the disbursement of bond proceeds pursuant to each certain Indenture of Trust or Fiscal Agent
Agreement, respectively. To ensure proceeds from debt issuances are used in accordance with legal
requirements invoices are approved by the Finance Department and General Manager for payment.
A requisition for the disbursement of bonds funds will be approved by the District’s Chief Financial
Officer or designated alternate. Responsibility for general ledger reconciliations and records is
segregated from the invoice processing, cash receipting, and cash disbursement functions.
The Finance Department will be tasked with monitoring the expenditure of bond proceeds to ensure
they are used only for the purpose and authority for which the bonds were issued and exercising
best efforts to spend bond proceeds in such a manner that the District will meet one of the spend‐
down exemptions from arbitrage rebate. Tax‐exempt bonds will not be issued unless it can be
demonstrated that 85 percent of the proceeds can reasonably be expected to be expended within
the three‐year temporary period.
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3. Debt Issuances – Special District Financing

Land‐Secured debt issued by Community Facilities Districts formed by the District through the Mello‐
Roos Act or Assessment Districts formed through the Municipal Improvement Acts of 1911 and 1913
is issued on behalf of local property owners and property developers in order to finance the cost of
infrastructure. This type of debt is limited to financing authorized public improvements with a useful
life of greater than five years.
Special District Policy Principles
In view of increasing interest in the use of land‐secured financing programs by property owners in
various regions of the District, the following Special District Financing Policy Principals have been
established, setting forth the terms and conditions under which EMWD would consider
implementing such financing programs.

1. Special Tax Ratepayer Protection Principle: The District will limit special tax rates for
Community Facilities Districts and Assessment Districts (collectively, “special districts”) to a
reasonable level to protect ratepayers.
a. The total cumulative burden of all applicable special district overlapping taxes
applied to a property (hereinafter referred to as the “effective tax rate”) will
be at or below two percent (2%) at the time the special district is formed and
at the time of debt issuance;
b. The effective tax rate will be evaluated no earlier than 90 days prior to the
pricing of any proposed debt issuance. If the effective tax rate is above two
percent (2%) at the time of evaluation, the size of the proposed debt issuance
will be adjusted to bring the effective tax rate within compliance of the two
percent (2%) effective tax rate policy requirement; and
c. The property developer/seller shall provide a written notice of the special tax
to the homebuyer prior to close of escrow. The property developer shall
provide documentation and certification of compliance with special tax
disclosure obligation prior to the issuance of debt.
2. Investor Protection Principle: The District will levy and collect special taxes or special
assessments from special districts to fully fund debt service payments or to pay for acquisition
or construction of facilities each year.
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The Special District Financing Policy Principles have been developed over decades of managing an
active Land‐Secured Financing Program. With more than 100 Special Financing Districts, the District
is one of the largest issuers of land‐secured debt within the State of California.

a. Special taxes/assessments may be levied in advance of the issuance of
bonds. In doing so, the special district’s credit will benefit by:
1. Establishing revenues;

8
Packet Pg. 151

2. Demonstrating the taxpayers’ willingness and ability to pay the special
taxes/assessments; and
3. Providing funding to pay for the first‐year debt service payment.
b. All publicly offered special district bonds may be issued with a reserve fund.
c. Special taxes may be levied to fund an additional, non‐pledged special
reserve to secure the payment of debt service and administration fees.
d. The District will promptly initiate foreclosure proceedings in compliance with
the foreclosure covenant once bonds have been issued.
3. Customer Protection Principle: The District will protect its customers and standing in the
credit markets by managing and administering special districts in a prudent, efficient, and
effective manner.
a. Growth pays for growth. Property developers shall make an advance deposit
to fund the cost to form the special district.
b. The District’s standing in the credit markets is paramount and must be
preserved. The District seeks to form special districts with strong credit
characteristics, as measured by:
1. At a minimum, a value‐to‐lien ratio of four to one (4:1) at time of debt
issuance;
2. Taxpayer delinquency level at or below five percent (5%) at time of
debt issuance;
3. The District’s possession of an irrevocable letter of credit or cash
security deposit from property owners with more than twenty percent
(20%) of the special tax obligation;
4. A minimum threshold of 150 lots within a special district; with
preference for larger sized districts above the minimum threshold to
gain efficiency in administration and economies of scale, and
delinquency protection through ownership diversification; and
4. EMWD requires a development to have a minimum of 100 lots before
being considered for the formation of a special district. Developments
between 100 to 150 units will be required to provide additional
security to mitigate any potential adverse impact from potential
delinquencies (See description of Additional Special Reserve under the
“Credit Conditions” Section).
5. Other unique credit factors which may directly or indirectly impact the
District’s standing, credit worthiness, or potential access to the capital
markets.
Special Funding Districts Team
All proposed special districts shall be reviewed by the EMWD Special Funding Districts staff for
adherence to policy prior to being presented to the District’s Board of Directors. Any variance from
policy as well as any other material information will be noted by Special Funding Districts staff and
reported to the Board with recommendation for action.
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Resource Consultants
 Bond Counsel
 Disclosure Counsel
 Independent Registered Municipal Advisor
 Assessment Engineer
 Special Tax Consultant
 Appraiser
 Economist/Market Absorption Specialist
 Bond Underwriter/Placement Agent
 Trustee/Fiscal Agent
The District has the sole discretion as to the selection of consultants and determination of fees and
expenses of all consultants necessary for the formation of a special district and the sale of bonds.
Prior consent of the proponent(s) will not be required in the determination by EMWD of the
consulting and financing team.
No firm may serve as both design engineer and engineer of work and assessment engineer or special
tax consultant on the same project, pursuant to Section 87100 of the Government Code.
Eligible EMWD Public Facilities
The District‐administered land‐secured financing programs shall be generally limited to financing and
refinancing of water and/or sewer infrastructure improvements and related fees and charges that
significantly benefit the general public. Facilities that are to be owned and operated by Eastern
Municipal Water District will be given priority over facilities that are to be owned and operated by
other entities.
Special district programs may also finance local and/or in‐tract facilities to serve individual lots or
parcels of land being subdivided, excluding the lateral hookups to homes. Services will not be
financed through special districts.
Under special circumstances, as determined by EMWD’s Board of Directors, special district programs
may be undertaken by EMWD to finance local water and/or sewer facilities and fees to serve lands
previously subdivided, sold and improved by a significant number of property owners where the
magnitude of the financial program precludes the financing of such facilities by other means.
Oversizing
Requirements for and payment of oversizing of facilities will be addressed on an individual project
basis and in accordance with EMWD Resolution Nos. 229, as amended, and 1643 as amended for
water and sewer facilities respectively.
Credit Conditions
The following credit conditions shall be required for any special district.
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a. Value‐to‐Lien: The value to lien ratio for all special districts shall be, at a minimum, four to
one (4:1) taking into account, in addition to the other aspects of value, the value of the
improvements to be financed, and considering all special tax and special assessment liens
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applicable to the subject property. Value may be established by reference to the assessed
value of the subject property or by an appraisal thereof. Appraisals, when used to establish
property values, shall be performed by a state certified real estate appraiser, as defined in
subdivision (c) of Section 11340 of the California Business and Professions Code selected by
EMWD, in accordance with the State of California appraisal standards and the Uniform
Standards of Professional Appraisal Practice. The definitions, standards and assumptions to
be used in such an appraisal shall be the definitions, standards and assumptions set forth in
the California Debt and Investment Advisory Commission’s “Appraisal Standards for Land‐
Secured Financings,” May, 1994, revised July, 2004. In addition to an appraisal, a market
absorption study may be required. The appraisal and/or absorption study shall be
coordinated by, under the direction of, and addressed to EMWD. All costs associated with
the preparation of the appraisal report and/or market absorption study shall be paid by the
proponent(s).
b. Reserve Fund: All land‐secured financings shall include a reserve fund with a reserve
requirement equal to the least of ten percent (10%) of the initial principal amount of the bond
issue, or maximum annual debt service (MADS), or 125 percent (125%) of average annual
debt service, or such lower amount as determined on a case‐by‐case basis based upon the
credit quality of the debt issuance. For smaller CFD’s or improvement areas within a CFD,
with 100 to 150 units, an additional non‐pledged special reserve fund, in addition to the
standard reserve fund, may be required. The level of the additional special reserve fund will
be between 50 to 75 percent of MADS, as determined by EMWD, to the extent permitted by
state and federal law.
c. Anticipated Tax Rate: The special tax applicable to any parcel in a special district which is
expected to be developed for for‐sale residential purposes shall be limited to an amount
which, at the time of adoption of a rate and method of apportionment of special taxes for
such special district, and at the time a bond financing is approved by the Board, is not
expected to cause the total tax projected to be levied on such parcel in the year following its
initial sale to a homebuyer to exceed two percent (2%) of the estimated initial sales price
thereof. In connection with the foregoing, the estimated sales price shall be determined
assuming that the subject home is complete and ready for occupancy and is being marketed
contemporaneously with the adoption of the rate and method of apportionment of special
taxes. EMWD, at its sole discretion, may limit the total tax burden to less than two percent
(2%) for certain market segments, such as seniors in age‐restricted communities, if
homeowners in such segments have demonstrated market sensitivity to tax burdens of two
percent (2%).
d. Special Tax Delinquency Level: The property tax delinquency rate on properties within a
special district shall be no greater than five percent (5%) at the time of any sale of bonds in
connection with a special district, with exception for the issuance of refunding bonds.
Debt Issuance Guidelines
The timing of any debt issuance in connection with a special district program and the conditions that
must be satisfied prior to any such debt issuance shall be determined by the EMWD Board of
Directors in its sole discretion; and, in connection therewith and in order to address the then
prevailing conditions in the bond market, the Board may elect not to issue any such bonds unless
and until the property whose special taxes or assessments will secure such bonds is all or
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Financial Participation
The proponent(s) of a special district program will be expected to advance sufficient funds to pay all
costs associated with the formation of the special district and all costs associated with the issuance
of any debt secured by the special taxes or assessments, as required and/or deemed necessary by
EMWD. Any reimbursement of such costs from the proceeds of the debt issuance will be at the sole
discretion of EMWD.
Acquisition of Facilities
In the event the acquisition provision of the Municipal Improvement Act of 1913 or the Mello‐Roos
Act is utilized, EMWD at its sole discretion, will determine the facilities to be acquired and the
method of determining reasonable acquisition costs. A Funding and Acquisition Agreement shall be
required and approved by the EMWD Board of Directors prior to the adoption of the Resolution of
Formation to form the special district. Bidding and prevailing wage requirements will be addressed
during the preparation of the agreement.
Terms and Conditions Debt Issuance
EMWD shall be responsible for determining the financing method to be used, the structure of the
debt to be issued including the method of sale (negotiated, competitive, or private placement), its
consultants for the financing, the investment of proceeds, and all other terms and conditions
incidental to structuring and closing a land‐secured debt issue.
Security
Prior to the sale of bonds, in connection with a special district program, each person who, together
with any affiliate thereof, owns land within the special district which EMWD has determined, in its
sole discretion, to use in the sizing of such series of bonds (the “sizing property”), the maximum
special tax or assessment applicable to such sizing property equals or exceeds 20 percent of the
aggregate maximum special taxes or assessments authorized to be levied in the special district on
the sizing property (such person and affiliates collectively, a “20 percent owner”) shall deliver to
EMWD or as directed by EMWD a renewable, irrevocable instrument of credit from a financial
institution rated “A” or better (a “security”). The security shall be in an amount equal to 200 percent
of the product of the maximum annual debt service on the proposed bonds times a fraction, the
numerator of which is the aggregate maximum annual special taxes or assessments applicable to the
sizing property owned by the 20 percent owner and the denominator of which is the total maximum
special taxes or assessments applicable to the sizing property (the “stated amount”). The security
shall be maintained in full force and effect by the 20 percent owner until the sizing property owned
by the 20 percent owner is responsible for less than 20 percent of the maximum special taxes or
assessments authorized to be levied on the sizing property; provided that the stated amount may be
reduced to an amount equal to 200 percent of the product of the maximum annual debt service on
the bonds proposed, times a fraction the numerator of which is the aggregate maximum annual
special taxes or assessments applicable to the sizing property owned by the 20 percent owner and
the denominator of which is the total maximum special taxes or assessments applicable to the sizing
property as of the first day of June of the applicable year (subject to EMWD’s receipt of a replacement
security from any person to whom a 20 percent owner conveys sizing property and who becomes a
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20 percent owner as a result of such conveyance). The security shall name the water district, or its
designee, as a beneficiary and shall provide that the water district, or its designee, may draw an
amount equal to any delinquencies in payment of semiannual installments of the special taxes or
assessments levied on sizing property owned by the 20 percent owner. The total amount to be
drawn under the security shall not exceed an amount equal to the special taxes or assessments owed
with respect to sizing property owned by the 20 percent owner that is delinquent at the time the
draw is made. The amount drawn on the security shall be applied in the same manner and for the
same purposes as the delinquent special taxes would have been applied, provided that the payment
of a draw under the security will not be deemed to cure the delinquency in payment of the special
taxes.
Prior to the issuance of bonds in connection with a Special District program, each person who,
together with any affiliate thereof, owns land within the Special District, the maximum special tax or
assessment applicable to which equals or exceeds 20% of the aggregate maximum special taxes or
assessment authorized to be levied in the Special District (such person and affiliates collectively, a
“20% Owner”) shall deliver to EMWD or as directed by EMWD either (i) a renewable, irrevocable
instrument of credit from a financial institution rated “A” or better or (ii) cash in‐lieu thereof (a
“Security”). In the case of cash in‐lieu, the 20% Owner shall bear all costs of establishing and
maintaining a deposit account for the full term that the cash is required to be held in‐lieu. The
Security shall be in an amount equal to 200% of the product of the maximum annual debt service on
the proposed bonds to times a fraction, the numerator of which is the aggregate maximum annual
special taxes or assessments applicable to the land within the Special District owned by the 20%
Owner and the denominator of which is the total maximum special taxes or assessments applicable
to all land in the Special District (the “Stated Amount”). The Security shall be maintained in full force
and effect by the 20% Owner until the property owned by the 20% Owner is responsible for less than
20% of the maximum special taxes or assessments authorized to be levied in the Special District;
provided that the Stated Amount may be reduced to an amount equal to 200% of the product of the
maximum annual debt service on the bonds proposed, times a fraction the numerator of which is
the aggregate maximum annual special taxes or assessments applicable to the land within the Special
District owned by the 20% Owner and the denominator of which is the total maximum special taxes
or assessments applicable to all land in the Special District as of June 1 of the applicable year (subject
to EMWD’s receipt of a replacement security from any person to whom a 20% Owner conveys
property and who becomes a 20% Owner as a result of such conveyance). The Security shall name
the Water District, or its designee, as a beneficiary and shall provide that the Water District, or its
designee, may draw an amount equal to any delinquencies in payment of semiannual installments
of the special taxes or assessments levied on property owned by the 20% Owner. The total amount
to be drawn under the Security shall not exceed an amount equal to the special taxes or assessments
owed with respect to property within the Special District owned by the 20% Owner that is delinquent
at the time the draw is made. The amount drawn on the Security shall be applied in the same manner
and for the same purposes as the delinquent special taxes would have been applied; provided that
the payment of a draw under the Security will not be deemed to cure the delinquency in payment of
the special taxes.
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Disclosure
Owners of land securing 20 percent or more of the debt service on bonds will be required to provide
financial information, deemed appropriate by EMWD, for inclusion in the continuing disclosure
document EMWD must provide annually and will also be required to provide written undertakings
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to provide financial and operating data as required by the SEC’s Rule 15c2‐12 and by the underwriter
of the bonds. It is the intent of EMWD that purchasers of property within a special district and
purchasers of the bonds be fully informed of the amount and nature of the assessment or special
tax. EMWD shall require the proponent(s) to provide disclosure of special taxes and assessments to
the purchasers of property, to include, home buyer notifications, requiring signature, prior to home
purchases. Upon request by staff, the proponent shall provide a certificate of compliance with the
disclosure requirements.
Equity of the Proposed Special Tax or Assessment
The allocation of any assessment or special tax shall be consistent with the methodology established
by the engineer’s report and/or the Rate & Method of Apportionment (RMA) as applicable. All
special tax formulas shall include a maximum tax and a formula for pre‐payment. EMWD will
evaluate the equity of the proposed allocation of a special assessment or special tax consistent with
the applicable statutes.
Special Tax Levy – CFD
Special taxes shall be levied upon developed property which issues a building permit and, in all cases,
in advance of the issuance of CFD bonds, in accordance with the rate and method of apportionment.
Special taxes may be levied to fund an additional special reserve to pay debt service and
administration fees. Special taxes may also be levied for authorized improvements prior to debt
issuance. These improvement funds will be held in a deposit account until such time as bonds are
sold, in order toto ensure sufficient project funds while maintaining an effective tax rate of two
percent (2%) or lower at the time of debt issuance. In the event of extenuating circumstances which
make issuing bonds in a reasonable manner unfeasible, the funds in the Deposit Account could be
released at the discretion of the District.
Application Process
Early communication with EMWD staff is encouraged to assist the proponent(s) in evaluating the
feasibility of available financing programs and to discuss program procedures. In general, EMWD will
not form a CFD or improvement areas within a CFD and issue bonds for projects with less than
150100 units for reasons of cost effectiveness and default risk mitigation. (CFDs with fewer than 150
units will be considered, but will require additional security in the form of an additional special
reserve fund). The District formation of smaller CFDs or improvement areas within a CFD will be
considered on a case‐by‐case basis.
If the project appears to be a viable one, the proponent(s) is (are) requested to submit:


An application along with a minimum initial deposit of $4547,000 (or an amount determined
by EMWD as sufficient to fund all expenses associated with CFD formation.) A minimum of
$5,000 of the deposit is non‐refundable and will be used toward EMWD administrative costs.
Additional deposits may be required if the debt issuance is delayed or if the project includes
improvement areas or zones or if a Resolution of Consideration is filed. This and any
subsequent deposit(s) are partially or fully refundable only if the sale of bonds is completed,
and as determined by EMWD.
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A preliminary report containing a plan of facilities and area of benefit; estimate of cost; and
an itemized property tax report showing there are no unpaid delinquent taxes on the land
within the proposed special district.
Preliminary interest petitions representing at least 60 percent of the property owners when
requesting initiation of an Assessment District or a Community Facilities District.
If the proposed special district is located totally or partially outside an EMWD improvement
district, receipt of a petition(s) requesting completion of improvement district
annexation/formation legal proceedings for all or a portion of the involved lands, as
determined by EMWD.
If EMWD implements a special district program involving facilities to be ultimately owned and
operated by EMWD and certain other fees and/or facilities to be owned and operated by
another entity, EMWD will be the lead agency and after entering into a Joint Community
Facilities Agreement (JCFA) with the other agency(ies), priority of funds will be established,
with EMWD’s cost for facilities and fees being the first priority.

Implementation of EMWD Special District Financing Programs
When only one or a limited number (as determined by EMWD) of major property owner(s) is/are
involved, the interim financing will be provided by the proponent(s) pursuant to an agreement by
and between EMWD and the proponent(s). Said agreement shall contain:






The initial deposit required, as determined by EMWD. If additional funds are needed to offset
costs and expenses incurred by EMWD, a written demand shall be made to the proponent(s)
for such funds and the proponent(s) shall comply with each demand within seven (7) calendar
days of receipt of such notice. If the proponent(s) fail to make any deposit of additional funds
for the proceedings, EMWD may suspend all proceedings until receipt of such additional
deposit. No interest will be paid on the proponent’s initial or subsequent deposits with
EMWD.
Items eligible for reimbursement or acquisition from the debt issuance proceeds, conditioned
upon the final approval of the program (either modified or without change) and actual sale
of such bonds, will be identified in the Funding and Acquisition Agreement.
If appropriate, as determined by EMWD, the successful completion of improvement district
annexation must be completed prior to starting formation.
Proponent(s) shall furnish EMWD, without cost to EMWD, duly executed rights of way and/or
fee title documents, on lands owned by proponent(s), as determined necessary by EMWD.

When several owners or property (with diverse sizes of property and/or types of development) are
involved, the interim financing will be financed by way of:



An agreement as outlined above; or
If appropriate, as determined by EMWD, the successful completion of the legal proceedings
set forth in Chapter 2.5 of Division 12 (commencing at §10120) of the Streets and Highways
Code may be used for Assessment Districts. These legal proceedings ensure EMWD’s ability
to recover its funding of the interim financing costs by allowing the levying of annual
assessments over a five‐year period.
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1913 Act Assessment District Formation Proceedings
The following is a brief summary of the Improvement Act of 1913 and is presented as a general
overview of the provisions of the law that govern the taxing authority.

1. Initiation of Proceedings
Formal petitions, representing 60% of the land area, requesting the land‐secured financing
and waiving the Special Assessment Investigation, Limitation and Majority Protest Act of 1931
will be required except in cases in which the Board of Directors wishes to initiate proceedings
itself. The petitions will be circulated to the involved property owners through the
proponent(s) or a citizens committee formed by the property owners. The formal petitions
are certified as to sufficiency and the Board adopts a resolution determining sufficiency of
the petitions.
The design engineer prepares plans, specifications, and cost estimates of the proposed public
improvements. The assessment engineer begins preparing the preliminary boundary map
and the preliminary Engineer’s Report, including the assessment diagram, assessment roll,
description of improvements, preliminary method of assessment and provision for an annual
amount for administrative costs. The California Environmental Quality Act (CEQA) process is
started.
The initiation to proceed can also be done per the direction of EMWD’s Board of Directors.
2. Presentation of Report
Upon completion of the preliminary engineering work, the Board adopts a resolution of
intention to form the assessment district, approves the preliminary boundary map and
preliminary Engineer’s Report, calls for construction bids, and sets the date, time and place
for a public information meeting and public hearing.
3. Bid Process
Construction bids are advertised and received by EMWD. The assessment engineer modifies
the assessment roll and Engineer’s Report accordingly and notifies property owners of revised
assessments.
4. Public Hearing
Notice of the public information meeting and public hearing in conformance with Proposition
218, together with official ballots, are mailed at least 45 days prior to hearing date to all
property owners within the proposed special district (including tenants who have a lease)
shown on the last equalized assessment roll. SB 321 effective January 1, 2010 has the
following regulations: The notice must be in at least 10‐point type and shall include: 1) the
estimated assessment; 2) a description of the work; 3) address to mail a protest; 4) name and
phone number of contact person for questions; and 5) the date, time and place of the public
information meeting and public hearing. 6) “OFFICIAL BALLOT ENCLOSED” must appear on
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The public hearing is conducted by the Board. The modified Engineer’s Report is presented;
testimony is received from property owners. At the public hearing, an impartial person
designated by the agency who does not have a vested interest in the outcome of the
proposed assessment must tabulate the ballots. An “impartial person” includes the clerk of
the agency. Under certain circumstances, the ballots must be unsealed and tabulated in
public view at the conclusion of the public hearing. Ballots are weighed according to the
proportional financial obligation of the affected property. During and after the tabulation,
the ballots and the information used to determine the weight of each ballot will be treated
as disclosable public record and preserved as public record for a minimum of two years. If
ballots submitted in opposition to the assessment exceed ballots submitted in favor, there is
a majority protest. If there is not a majority protest, as determined by the ballots, the Board
may adopt the resolution confirming the assessments and approving the debt issuance.
5. Cash Collection Period
During the 30 days following the confirmation of assessments, cash payments are received
from property owners electing to pay off the assessment, or portion thereof, prior to the
issuance of bonds. The 30‐day cash collection period may be waived if all property owners
within the financing district consent to the waiving and elect to have the bond(s) issued.
6. Authorize Issuance of Bonds
A list of unpaid assessments is prepared. The Board, by resolution, affirms the unpaid
assessments, authorizes the issuance and sale of the bonds, and awards the construction
contract contingent upon the sale and delivery of bonds.
7. Sale of Bonds
Bonds are issued in exchange for the cash proceeds of the sale. The funds are held by EMWD
or its fiscal agent and utilized for the purposes described in the Engineer’s Report.
Mello‐Roos Community Facilities District Formation Proceedings
A Community Facilities District (CFD) is a legally constituted government entity created for the
purpose of financing public facilities and services. The security for debt is a special tax which is
subject to change each year. Community Facilities District formation proceedings are subject to and
contingent upon satisfaction of all environmental, zoning, and land use regulations.
1. Initiation of Proceedings
Formal petitions, representing 10 percent (10%) of the registered voters (or 10% of the
landowners by area if less than 12 registered voters) within the proposed special district,
requesting the land‐secured financing, will be required at this time. The petitions will be
circulated to the involved property owners by the District’s Bond Counsel.
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the envelope containing the notice of public hearing and ballot mailed to the recorded owner
of the property to be assessed.

2. Resolution of Intention
Within 90 days of the receipt of a written request or petition, EMWD must adopt a resolution
of intention to establish a CFD, stating the name of the proposed project, the types of facilities
17
Packet Pg. 160

to be financed and that, except where funds are otherwise available; a special tax to pay for
such facilities will be annually levied. The resolution of intention shall fix a time and place of
a public hearing between 30 and 60 days after the adoption of the resolution of intention,
describe the method of levy and apportionment of the special tax and describe the proposed
voting procedure. In addition, the resolution may specify conditions under which the
obligation to pay the special tax may be prepaid and permanently satisfied. The Board directs
staff to study the proposed CFD and to file a report at or before the public hearing describing
the proposed public facilities and an estimate of costs.
3. Public Hearing
Protests against the establishment of the CFD, the extent of the CFD or the furnishing of
specified types of public facilities may be made orally or in writing by interested persons or
taxpayers. If 50 percent or more of the registered voters, or 6 registered voters, whichever
is more, residing within the proposed CFD or owners of 50 percent or more of the area of
land in the proposed CFD file written protests against the establishment of the CFD, the
proceedings are abandoned. If the protests are directed toward certain types of facilities, or
against a specified special tax, those specific items may be eliminated from the resolution
forming the CFD. The hearing may be continued for up to 30 days without special findings
and up to 6 months if the Board makes specified findings.
4. Resolution of Formation
If the Board decides to establish the CFD, it shall adopt a resolution of formation containing
similar information as contained in the resolution of intention.
5. Election
If the Board determines to form the CFD, it submits the questions of whether special taxes
should be levied to an election of the voters (or land owners if less than 12 registered voters)
within the proposed CFD. Combined with the tax proposition, there may be a proposition on
the question of incurring bonded indebtedness. The tax, in order toto be levied, must be
approved by 2/3 of the votes cast and thereafter levied by adoption of resolution of the
Board. The Act provides that the election shall be the next general election or at a special
election to be held between 90 and 180 days following the close of the protest hearing. The
election time limits may be shortened by the unanimous consent of the qualified electors
within the proposed CFD and the concurrence of the Board.
6. Improvement Bonds
A CFD may be created to provide services as permitted by statute, however, EMWD will only
consider the formation of a CFD for the purpose of levying special taxes to service bonded
indebtedness incurred by the CFD in order to finance the construction of facilities. The
proceedings to authorize and incur bonded indebtedness usually parallel the proceedings for
formation of the CFD and the authorization to levy the special tax. The proceedings to
authorize bonded indebtedness involve a resolution of intention, public hearing, and election,
all conducted in a manner very similar to proceedings to form the CFD and levy the tax. CFD
bonds may be sold competitively or through negotiated sale and may bear fixed or variable
interest rates. In some cases, specified facilities may be provided by a CFD for only a portion
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of the land within the CFD. In that event, the Act provides for the formation of improvement
areas for which separate elections are conducted and to which a specified special tax applies.

Administration of EMWD Administered Special Districts
Each special district will be administered in accordance with: 1) The appropriate provisions of the
Streets and Highways Code or Government Code; 2) The Resolution of Intention and Issuance and
Sale of Bonds; and 3) The Resolution of Formation, which may have been prepared relative to the
respective special district. Additional provisions, rules, and regulations not specifically addressed
above are set forth below:
1. Miscellaneous Fee Schedule (relative to any special district)
EMWD has established fees to recover its costs associated with requests for assessment
payoff amounts and payment of delinquent assessments and penalties. These fees are
included in EMWD’s Resolution No. 2963, as amended. Additional fees may occur requesting
a CFD payoff quote from EMWD special tax consultants or foreclosure attorney at a later date.
2. Treatment of Delinquencies
EMWD will develop a foreclosure covenant that will address (1) the amount of the
delinquency; (2) the duration of the delinquency; and (3) the condition of the reserve fund.
The specific details of the covenant will depend upon the size and duration of the bond issue
along with the concentration of the special tax base at the time of bond issuance. The
purpose is to foreclose when necessary to protect the credit quality of the bonds and to hold
the property owners accountable to terms addressed in the covenant.
3. Procedure for Division of Land and Bond Assessment (relative to Assessment Districts only)
Whenever any parcel of land within an assessment district having an unpaid assessment is
subdivided, the owner or sub‐divider either pays the assessment in full, or:
a. Submits a written application with EMWD requesting that the remaining
unpaid assessment be apportioned in accordance with the provisions of
§8740, et seq. of the Streets and Highways Code. EMWD will bill for the
segregation fees as stated in resolution 2963, as amended, of which the
invoice will be payable within seven (7) days from invoice date. If fees are not
paid, this apportionment will be added to the first‐year tax roll.
b. Files with the County Auditor a certificate, prepared by EMWD, certifying that
provision has been made for segregation of the remaining unpaid assessment
to each of the proposed new parcels. The apportionment of the assessment
payment obligation will be in the manner provided in the statute pursuant to
which the assessments were levied or to which the bonds were issued.
Payment of fees associated with said land division apportionment of unpaid
assessments shall accompany all application in accordance with Resolution
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2963 as amended. Said resolution is determined to be reasonable and is in
amounts which will cover reimbursement for necessary costs in processing the
apportionment of unpaid assessments for lands within any assessment district
administered by EMWD. If no application is filed, at the time EMWD files the
amended assessment pursuant to order of the Board of Directors, the fee is
determined from the schedule, with each new parcel paying its proportionate
share. Prior to making the division, EMWD shall notify the property owner as
to the costs for the apportionment. In the event the costs are not paid within
15 days of notification, EMWD shall, in preparing the amended assessment,
show separately thereon the amount of said fee charged to each individual
parcel. The amount, if not paid, shall be added to the first applicable fiscal
year’s assessment roll for collection.
Assessment Districts And/Or Community Facilities Districts Administered by Another Entity
Whenever another entity implements a land‐secured program involving facilities to be ultimately
owned and operated by EMWD, such other entity and EMWD shall consider a Joint Community
Facilities Agreement (JCFA) which sets forth all the obligations and responsibilities of the parties.
JCFA’s are at the discretion of the EMWD Board of Directors.
Joint Community Facilities District where EMWD is not the Lead Agency
EMWD will consider entering into a Joint Community Facilities Agreement to provide for the
financing of EMWD public facilities only if the applicable lead agency agrees that (i) if and when
the lead agency determines to issue bonds, the lead agency shall take such actions necessary in its
reasonable discretion to ensure the total effective tax rate within the applicable Community
Facilities District does not exceed two percent at the time of bond sale, and (ii) lead agency shall
not include EMWD’s name on property owners’ special tax bills within the lead agency CFD.
Additionally, EMWD will not consider entering into a Joint Community Facilities Agreement where
the total dollar amount of the EMWD public facilities proposed to be financed by the lead agency
CFD is greater than the total dollar amount of the lead agency’s public facilities proposed to be
financed by the lead agency CFD.
Application of Bond Proceeds – Internal Control Procedures
In the case of an issue of bonds the proceeds of which will be used by a governmental entity other
than the District, the District may rely upon a certification by such other governmental entity that it
has adopted the policies described in SB 1029.
The Finance Department will be tasked with monitoring the expenditure of bond proceeds to ensure
they are used only for the purpose and authority for which the bonds were issued and exercising
best efforts to spend bond proceeds in such a manner that the District shall meet one of the spend‐
down exemptions from arbitrage rebate. Tax‐exempt bonds will not be issued unless it can be
demonstrated that 85 percent (85%) of the proceeds will be expended within the three‐year
temporary period.

Attachment: Exhibit C - Redline Comprehensive Debt Policy (4851 : Comprehensive Debt Policy Update)

4.A.c

4. Swap Policy
The purpose of the Interest Rate Swap Policy is to establish guidelines for the use and management
of all interest rate management agreements, including, but not limited to, interest rate swaps,
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This Policy sets forth the manner of execution of swaps, provides for security and payment
provisions, risk considerations and certain other relevant provisions in the context of being
responsive to the Recommended Practices of the Government Finance Officers Association (GFOA)
regarding the contents of an interest rate swap policy. The failure by the District to comply with any
provision of this Policy shall not invalidate or impair any Agreement.
Authority
The District is authorized to issue bonds and to enter into Swaps from time to time to better
manage assets and liabilities and take advantage of market conditions to lower overall costs and
reduce interest rate risk.
The District has issued this Policy to provide guidance as to how the District intends to use and
manage Swaps. While it is the intention of the District to adhere to this Policy in applicable
circumstances, the District recognizes that changes in the capital markets and other unforeseen
circumstances may from time to time produce situations that are not covered by the Policy which
will require modifications or exceptions to achieve policy goals.
The General Manager, Deputy General ManagerDeputy General Manager/Treasurer, Director of
FinanceChief Financial Officer and their authorized designee(s) (the Authorized Representative) are
the designated administrators of this Policy. The Board shall have oversight on the approval of each
Agreement. However, the Authorized Representative, subject to Board approval, shall have the
authority to enter into each Swap. Each Agreement shall be structured by staff and members of the
financing team. The Authorized Representative shall have the day‐to‐day responsibility for
implementing , and managing the Agreements. The District shall be authorized to enter into Swaps
only with qualified counterparties (each a "Counterparty"). Counterparties shall be selected
pursuant to the criteria set forth in this Policy.
This Policy shall be reviewed on an annual basis by the Authorized Representative. Any
recommended changes shall be presented to the Board of Directors and the Board's Administrative
Committee for their consideration.
Purpose
The issuance of bonds involves a variety of interest payment obligations and risks that a variety of
financial instruments are available to reduce, offset, or hedge. The structure of the District's debt is
often designed to manage the assets and liabilities on its balance sheet. It is the policy of the District
to also consider the use of Swaps and other financial instruments to better manage its assets and
liabilities. The District may execute a Swap if the transaction can be expected to result in one or
more of the following or any similar type of benefit:
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swaptions, caps, collars and floors (collectively "Swaps" or "Agreements") incurred in connection
with the issuance of new bonds, notes and other obligations (collectively, the "bonds"), or to
accompany bonds already issued.

Reduce exposure to changes in interest rates on a particular financial transaction or in the
context of the management of interest rate risk derived from the District's overall
asset/liability balance;
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Result in a lower net expected cost of borrowing with respect to bonds;
Manage variable interest rate exposure consistent with prudent debt practices;
Manage exposure to changing market conditions in advance of anticipated issuance of bonds
(through the use of anticipatory hedging instruments);
Achieve more flexibility in meeting overall financial objectives that cannot be achieved in
conventional markets. For example, entering into a swaption with an upfront payment; and
Provide customized cash flows to match required payment obligations or revenue
projections.

The District will not use Agreements that:
 Are speculative or create extraordinary leverage;
 Lack adequate liquidity to terminate without incurring a significant bid/ask spread;
 Provide insufficient price transparency to allow reasonable valuation; and
 Provide exposure to currency risk, sovereignty risk, commodity risk or the use of credit
derivatives ‐ unless directly linked to the District's or the Counterparty's credit.
Aspects of Risk Exposure Associated with Swaps
Before entering into a Swap, the District shall evaluate all the risks inherent in the Agreement. These
risks to be evaluated should include basis risk, yield curve/maturity mismatch, tax risk, Counterparty
risk, termination risk, rollover risk, liquidity risk and credit risk.
Type of Risk
Basis risk

Yield Curve /
Maturity
Mismatch

Tax risk

Description
The mismatch between actual variable
rate debt service and variable rate
indices used to determine Swap
payments. Defines the risk that the
normal relationship between indices
or prices might change.
This type of position is typically a
deliberate arbitrage play or to take
advantage of the shape of the yield
curve. The risk created when swap
payments are based on indices that lie
along different parts of the yield curve
(e.g., 7‐day rates vs. 30‐year rates)
The risk created by potential tax
events that could affect Swap
payments.

Evaluation Methodology
District will review and consider
based on the historical trading
differentials between the indices
relevant to the Swap agreement.

District will evaluate historical
trading relationships, and make
sure to have adequate reserves or a
hedging mechanism to offset
unexpected movements.

District will review the tax events in
proposed Agreements. District will
evaluate the impact of potential
changes in tax law on LIBOR indexed
Swaps.
Counterparty risk The failure of the Counterparty to District will monitor exposure
make required payments.
levels, ratings thresholds, and
collateralization requirements.
Termination risk The need to terminate the Agreement District will compute its termination
in a market that dictates a termination exposure for all existing and
payment by the issuer.
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Type of Risk

Description

Rollover /
Mismatch risk

The mismatch of the maturity of the
Swap and the maturity of the
underlying bonds.

Liquidity risk

The inability to continue or renew a
liquidity facility.

Credit risk

The occurrence of an event modifying
the credit rating of the Issuer or its
Counterparty.

Evaluation Methodology
proposed Swaps at market value
and under a worst case scenario.
District will determine its capacity
to issue variable rate bonds that
may be outstanding after the
maturity of the Swap.
District will evaluate the expected
availability of liquidity support for
swapped and unhedged variable
rate debt.
District will monitor the ratings of
its Counterparties and guarantors.

Risk exposure should not be measured solely in terms of notional amount, but rather how changes
in interest rates would affect the District's exposure on all of its Swaps (as measured by mark‐to‐
market and termination risk exposure). The mark‐to‐market and termination value of the entire
swap portfolio should be measured at least semi‐annually by an independent third party. In addition,
the District should measure the termination risk for the respective Counterparty each time it enters
into a new Agreement.
1. Termination Value Risk Limit
The aggregate termination payment risk for all existing and projected Swaps shall equal that
amount that would be paid by an individual Counterparty based on the reasonably expected
termination payment of the proposed Counterparty for the existing swaps and the proposed
swap.
The method of such analysis may provide a worst‐case termination value, using a
methodology such as a Value‐At‐Risk (VAR) Analysis, or a parallel yield curve sensitivity
analysis PV(01) method.
2. Maximum Portfolio Termination Value
The District shall measure the expected termination payment for all Counterparties,
collectively, the Maximum Portfolio Termination Value.
The District's goal is to limit the Maximum Portfolio Termination Value to an amount equal
to approximately 30 percent of the District's Available Reserves. The District should not enter
into additional agreements (except to unwind or offset any existing agreements), if the
Maximum Portfolio Termination Value exceeds 50 percent of the District's Available
Reserves.
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3. Maximum Counterparty Termination Value
The District shall endeavor to diversify its exposure to Counterparties. To that end, before
entering into an Agreement, it should determine its exposure to the relevant Counterparty
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and determine how the proposed Agreement would affect the District's additional risk to
termination.

The District's goal is to limit its Maximum Counterparty Termination Exposure attributable to
a single swap counterparty, based on a three‐ tier structure.
The District shall establish a minimum termination value to one counterparty equal to 20
percent (20%) of the District's Available Reserves. The District shall not seek to diversify
counterparties if its Maximum Portfolio Termination Value is below this level.
The District shall seek to diversify its counterparty termination exposure, once this minimum
value has been met, as set forth in the table below.
The District shall limit its aggregate exposure to all counterparties, or the Maximum
Portfolio Termination Value, equal to 50 percent of the District's Available Reserves.
Credit Rating
AAA
AA Category

Maximum Counterparty Termination Exposure*
Equal to 75% of EMWD’s Maximum Portfolio Termination
Value
Equal to 65% of EMWD’s Maximum Portfolio Termination
Value

* The table above provides general exposure guidelines with respect to whether the District
should enter into an additional agreement with an existing Counterparty. The District may
make exceptions to the guidelines at any time to the extent that the execution of a Swap
achieves one or more of the outlined benefits in this Policy or provides other benefits to the
District. These limits shall only apply as of the time a Swap or related transaction, such as a
cap, collar, etc. is entered into, and thus may be exceeded during the term of a Swap or Swaps
with the same Counterparty.
Additional limits may be established for each Counterparty as well as the relative level of risk
associated with each existing and projected Swap.
4. Case‐by‐Case Analysis
The District should also take into accountconsider the District's financial position and overall
asset/liability management strategy when evaluating its termination exposure for each
transaction.
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Maximum Counterparty Termination Exposure refers to the aggregate mark‐to‐market
exposure to a counterparty net of the mark‐to‐market value of any collateral pledged to the
District by such counterparty.

The Authorized Representative shall determine the appropriate term for a Swap on a case‐
by‐case basis. The slope of the swap curve, the marginal change in swap rates from year to
year along the swap curve, and the impact that the term of the swap has on the overall
exposure of the District in connection with its bonds shall be considered in determining the
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The total net notional amount of all Swaps related to an issue of bonds should not exceed the
amount of the related outstanding bonds. For purposes of calculating the net notional
amount, credit shall be given to any Swaps that offset a specific bond transaction.
Long Term Implications
In evaluating a particular transaction involving the use of swaps, the District shall review long‐term
implications associated with entering into each agreement, including costs of borrowing, historical
interest rate trends, variable rate capacity, credit enhancement capacity, liquidity capacity,
opportunities to refund related debt obligations and other similar considerations.
1. Impact of use of Liquidity
The District shall consider the impact of any variable rate bonds issued in combination with a
Swap on the availability and cost of liquidity support.
2. Call Option Value Considerations
When considering the relative advantage of variable rate bonds issued in combination with a
Swap versus fixed rate bonds, the District will take into consideration the value of any call
option on fixed rate bonds. When comparing potential cost savings by utilizing a swap, the
District should take into consideration that a synthetic fixed‐rate swap does not usually have
an optional call provision; and therefore, should evaluate the potential impact on future cost
savings and flexibility.
3. Qualified Hedges
The District understands that, (1) if payments on and receipts from the Agreement are to be
taken into account in computing the yield on the related bonds, the Agreement must meet
the requirements for a "qualified hedge" under federal tax law (sometimes referred to as an
"integrated" Swap); and (2) if one of the goals of entering into the Agreement is to convert
variable yield bonds into fixed yield bonds (sometimes referred to as a "super integrated
swap"), then certain additional requirements must be met. In both of theseboth situations,
the terms of the Agreement and the process for entering into the Agreement must be
reviewed and approved in advance by tax counsel.
Qualified Swap Counterparties
Unless approved by the Board, the District will work with qualified Swap Counterparties that have a
general credit rating of: (i) at least "Aa3" or "AA‐" by two of the nationally recognized rating agencies
and not rated lower than "A2" or "A" by any nationally recognized rating agency, or (ii) at least "A1"
or "A+" by two of the nationally recognized rating agencies and has a continuing "AAA" subsidiary as
rated by at least two nationally recognized credit rating agency. The nationally recognized rating
agencies are Moody's Investors Services, Incorporated, S&P Global Ratings, and Fitch Ratings.
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appropriate term of any Swap. In connection with the issuance of bonds, the term of a Swap
shall not extend beyond the final maturity date of the applicable issue of bonds, or in the case
of a refunding transaction, beyond the final maturity date of the refunding bonds.

Swap Counterparties must have a demonstrated record of successfully executing Swap agreements
as well as minimum capitalization of at least $500 million.
25
Packet Pg. 168

4.A.c

In addition to the rating criteria specified herein, the District will seek additional credit enhancement
and safeguards in the form of:
 Contingent credit support or enhancement;
 Collateral consistent with the policies contained herein;
 Ratings downgrade triggers;
 Guaranty of parent, if any.
Form of Swap Agreements
It is the District's intention to have a form of Swap Agreement to be used in all Swap Agreements,
modified as necessary to meet the needs of a particular transaction. The form of the Agreement
executed by the District shall contain terms and conditions as set forth in the International Swap and
Derivatives Association, Incorporated ("ISDA") Master Agreement, including any schedules, and
confirmations. All Agreements shall be subject to the approval of the Authorized Representative.
The Agreements shall include payment, term, security, collateral, default, remedy, termination, and
other terms, conditions and provisions as the Authorized Representative deems necessary or
desirable.
The District will agree to comply with the ISDA August 2012 DF Protocol (DF Protocol), subject to
such modifications as the Authorized Representative of the District may deem to be in the best
interest of the District, based upon the advice of the District's Financial Advisor or Bond Counsel, in
order to facilitate future swap transactions, including amendment, novation or termination (full or
partial) of existing swap transactions. To that end, the District will comply with the policies and
procedures for Qualified Independent Representatives (QIR) specified in the DF Protocol and
developed and implement by District Staff.
1. Conformance with Dodd‐Frank
It is the intent of the District to conform this policy to the requirements relating to legislation
and regulations for over‐the‐counter derivatives transactions under Title VII of the Wall Street
Transparency and Accountability Act of 2010, as supplemented and amended from time to
time (herein collectively referred to as "Dodd‐Frank"). Pursuant to such intent, it is the policy
of the District that:
a.

b.

c.

Each swap advisor engaged or to be engaged by the District will function as
the designated qualified investmentindependent representative of the
District, sometimes referred to as the "Designated QIR";
Each swap advisor agrees to meet and meets the requirements specified in
Commodity Futures Trading Commission Regulation 23.450(b)(1) or any
successor regulation thereto (herein referred to as the "Representative
Regulation");
Each swap advisor provide a written certification to the District to the effect
that such swap advisor agrees to meet and meets the requirements specified
in the Representative Regulation;
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Swap counterparties should serve as principal on each transaction, not as "agent" in order to ensure
most efficient pricing and direct responsibility.
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d.
e.

f.

The District monitor the performance of each swap advisor consistent with
the requirements specified in the Representative Regulation;
The District exercise independent judgment in consultation with its swap
advisor in evaluating all recommendations, if any, presented by any
counterpart with respect to transactions authorized pursuant to this Swap
Policy; and
The District rely on the advice of its swap advisor with respect to transactions
authorized pursuant to the Swap Policy and not rely on recommendations, if
any, presented by any counterpart with respect to transactions authorized
pursuant to this Swap Policy.

The District may use legal counsel and/or outside professional advisors to assist in
preparation of the swap documents.
Termination Provisions
The District shall consider including in all Agreements provisions granting the District the right to
optionally terminate an Agreement at any time over the term of the Agreement. Any termination
of an Agreement shall be made by the Authorized Representative.
A termination event is deemed to occur should the Swap Counterparty (or its credit support provider)
fail to maintain the ratings below and the Swap Counterparty has not delivered any collateral as
required under the Credit Support Annex with the District:
 Credit Rating of at least "Baa1" from Moody's; or
 Credit Rating of at least "BBB+" from S&P; or
 Credit Rating of at least "BBB+" from Fitch; or
 An equivalent rating determined by a nationally recognized ratings service acceptable to
both parties.
Furthermore, an additional termination event is deemed to occur should the Swap Counterparty (or
its credit support providers) have one or more outstanding issues of rated unsecured, unenhanced
senior debt and none of such issues has a rating of at least (i) Baa2 or higher as determined by
Moody's Investors Service, Incorporated, or (ii) BBB or higher as determined by S&P Global Ratings
or (iii) an equivalent investment grade rating determined by a nationally‐recognized rating service
acceptable to both parties.
A termination payment to or from the District may be required in the event of termination of an
Agreement due to a default or a decrease in credit rating of either the District or the Swap
Counterparty.
It is the intent of the District to avoid making a termination payment out of available District funds
to a Counterparty that does not meet its contractual obligations. Prior to making any such
termination payment, the Authorized Representative shall evaluate whether it is financially
advantageous for the District to obtain a replacement Counterparty to avoid making such
termination payment or finance the termination payment through a long‐term financing product.
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Security and Source of Repayment
While the District has a preference to subordinate swap payments to debt service payments, the
District may use the same security and source of repayment (pari passu) for the Swap as is used for
the underlying bonds. The District shall subordinate the termination payment under the swap to the
debt service on the underlying bonds. The District shall consult with Bond Counsel regarding the
legal requirements and compliance with the District's Master Resolution associated with making the
payments under the Swap on a parity or non‐parity basis with the applicable outstanding bonds.
Specified Indebtedness
The specified indebtedness related to credit events in any Agreement should be narrowly defined
and refers only to indebtedness of the District that could have a materially adverse effect on the
District's ability to perform its obligations under the Swap. Debt should typically only include
obligations within the same, or higher, lien as the Swap obligation.
Governing Law
Governing law for Swaps may be New York or California, except that the capacity, power and
authority of the District to enter into a Swap shall be governed by and construed in accordance with
law of the State of California.
Events of Default
Events of default of a Swap Counterparty shall include, but are not limited to the following:
 Failure to make payments when due;
 Breach of representations and warranties;
 Illegality;
 Failure to comply with downgrade provisions and/or provide collateral as required; and
 Failure to comply with any other provisions of the Agreement after a specified notice period.
Collateral Requirements
As part of any Agreement, the District may require, or be required to post collateral or other credit
enhancement to secure any or all Swap payment obligations. As appropriate, the Authorized
Representative may require collateral or other credit enhancement to be posted by each Swap
Counterparty under the following circumstances:
 Each Swap Counterparty may be required to post collateral if the credit rating of the Swap
Counterparty or parent falls below the "A‐ or A3". Collateral for further decreases in credit
ratings of each Swap Counterparty shall be posted by each Swap Counterparty in accordance
with the provisions contained in the credit support annex to each Agreement;
 Collateral shall consist of cash, U.S. Treasury Securities, or Agency Securities;
 Collateral shall be deposited with a third‐party trustee, or as mutually agreed upon between
the District and each Swap Counterparty;
 A list of acceptable securities that may be posted as collateral and the valuation of such
collateral will be determined and mutually agreed upon during negotiation of the Agreement;
 The market value of the collateral shall be determined on at least a monthly basis;
 The District will determine reasonable threshold limits for increments of collateral posting
based on a sliding scale reflective of credit ratings; and
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The Authorized Representative shall determine on a case‐by‐case basis whether other forms
of credit enhancement are more beneficial to the District.

Other Criteria
The District may select a Swap Counterparty through either a competitive or negotiated process.
The selection of a Swap Counterparty shall be done on a case‐by‐case basis. The conditions to be
considered in determining the process shall include:
 Traditional swap or financial products such as synthetic fixed‐rate swaps, reverse swaps,
caps, floors, collars, and swaptions without significant deviations from standard ISDA
contract;
 The proposed structure does not require customized features;
 Several counterparties are eligible and willing to provide bid(s);
 Terms of the swap match the underlying bond structure (i.e., same or shorter maturity,
payment dates, amortization schedule);
 Marketing of the Swap will require complex explanations about the security for repayment
or credit quality;
 Demand is limited among Swap Counterparties;
 Coordination of multiple components of the financing is required;
 The Swap has non‐standard features, such as one‐way collateral;
 Bond insurance is not available or not offered;
 Counterparty risk (termination exposure) to other providers is limited;
 Counterparties are likely to demand individual changes in bid documents;
 A Swap Counterparty has provided a structure or concept that is unique;
 The timing and facilitation benefit to the District of using a Swap Counterparty that is also
managing an accompanying bond issue; and
 The transaction structure or financing structure has been developed for the District by a
Counterparty and the District has determined that it is in its best interest to proceed with
proposed transaction or a similar structure.
The District shall use outside professional advisors to assist in the price negotiation. The District shall
obtain an opinion from an independent party that the terms and conditions of any financial product
entered into reflect a fair market value as of the execution date.
Ongoing Reporting Requirements
Written records noting the status of all Agreements will be maintained by the District and shall
include the following information:
 Highlights of all material changes to Agreements or new Agreements entered into by the
District since the last report, and a summary of any Agreements that were terminated;
 Basic term sheet containing trade date, effective date and termination date of each of the
Agreement, as well as key terms such as: notional amount, rate paid by each Counterparty,
day count basis, payment dates, and amortization/accretion schedules. This term sheet will
also contain Counterparty contact information;
 Most recent (at least annually) mark‐to‐market valuation, performed by an independent third
party advisor;
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For each Swap Counterparty, shall provide the total notional amount position, the average
life of each Agreement, the available capacity to enter into a Swap, and the remaining term
of each Agreement;
The credit rating of each Swap Counterparty and credit enhancer insuring the Swap
payments;
Actual collateral posting by the Swap Counterparty, if any, per Agreement and in total by
Swap Counterparty; and
Information concerning any default by a Swap Counterparty and the results of the default,
including but not limited to, the financial impact to the District if any.

The District shall reflect the use of derivatives on its financial statements in accordance with GASB
Technical Bulletin No. 2003‐1. The disclosure requirements include:
 Objective of the Derivative;
 Significant Terms;
 Fair Value;
 Associated Debt; and
 Risks.
5. Disclosure Procedures
The purpose of these Disclosure Procedures (the “Procedures”) is to ensure that the District,
associated Financing Authorities, Assessment Districts, and the CFDs continue to comply with all
applicable disclosure obligations and requirements under the federal securities laws.
In offering Obligations to the public, and at other times when the District makes certain reports, the
District must comply with the “anti‐fraud rules” of federal securities laws. (“Anti‐fraud rules” refers
to Section 17 of the Securities Act of 1933 and Section 10(b) of the Securities and Exchange Act of
1934 (the “1934 Act”), and regulations adopted by the Securities and Exchange Commission under
those acts, particularly Rule 10b‐5 promulgated under the 1934 Act.)
The core requirement of these rules is that potential investors in Obligations must be provided with
all “material” information relating to the offered Obligations. The information provided to investors
must not contain any material misstatements and the District must not omit material information
which would be necessary to provide to investors a complete and transparent description of the
Obligations and the District’s financial condition (or, in the case of CFD Obligations, the development
within the CFD and other factors which may affect the willingness or ability of the property owners
therein to pay special taxes when due). In the context of the sale of securities, a fact is considered
to be “material” if there is a substantial likelihood that a reasonable investor would consider it to be
important in determining whether or not to purchase the securities being offered.
When the District issues Obligations, the two central disclosure documents which are prepared are
a preliminary official statement (the “POS”) and a final official statement (the “OS” and, collectively
with the POS, the “Official Statement”). The Official Statement generally consists of: (i) the forepart
(which describes the specific transaction, including maturity dates, interest rates, redemption
provisions, the specific type of financing, the security for the Obligations and other matters particular
to the financing; (ii) a section or appendix which provides information on the District, including its
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financial condition as well as certain operating information (which may be property tax assessments
or may be other District revenues depending on the type of Obligations being issued) (the “District
Section”); and (iii) various other appendices, including the District’s audited financial report, form of
the proposed legal opinion, and form of continuing disclosure undertaking. With respect to CFDs,
the Official Statement contains limited information about the District, as CFD Obligations are special
obligations of the CFD and are not secured by any funds of the District, and instead contains a
description of the Obligations and the special taxes securing the Obligations, a description of the
CFD, the improvements and taxpayers therein, a property ownership and development section if the
CFD is not fully built out, a risk factors section containing risks specific to the CFD and CFDs in general,
in addition to other sections. Investors use the Official Statement as one of their primary resources
for making informed investment decisions regarding the Obligations.
Disclosure Process
When the District determines to issue Obligations, the District’s Deputy General ManagerDeputy
General Manager/Treasurer with responsibility for administrative services, or designee, requests the
involved departments to commence preparation of the portions of the Official Statement (including
particularly the District Section) for which they are responsible. While the general format and
content of the Official Statement does not normally change substantially from offering to offering,
except as necessary to reflect major events, the Deputy General ManagerDeputy General
Manager/Treasurer with responsibility for administrative services, or designee, is responsible for
reviewing and preparing or updating certain portions of the District Section which are within such
person’s particular area of knowledge. Once the Official Statement has been substantially updated,
the entire Official Statement is shared with the General Manager for review and input. Additionally,
all participants in the disclosure process are separately responsible for reviewing the entire Official
Statement.
Members of the financing team, including Bond Counsel and the District’s Municipal Advisor with
respect to the Obligations, assist staff in determining the materiality of any particular item, and in
the development of specific language in the District Section. Members of the financing team also
assist the District in the development of a “big picture” overview of the District’s financial condition,
included in the District Section. This overview highlights particular areas of concern. Bond Counsel
has a confidential, attorney‐client relationship with officials and staff of the District.
The Deputy General ManagerDeputy General Manager/Treasurer with responsibility for
administrative services or a member of the financing team at the direction thereof schedules one or
more meetings or conference calls of the financing team (which includes District officials, Bond
Counsel, the District’s Financial Advisor, the underwriter of the Obligations, and the underwriter’s
counsel), and new drafts of the forepart of the Official Statement and the District Section are
circulated and discussed. Such communications may occur via electronic means rather than by
meetings or conference calls. During this part of the process, there is substantial contact among
District staff and other members of the financing team to discuss issues which may arise, determine
the materiality of particular items and ascertain the prominence in which the items should be
disclosed.
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includes District officials involved in the preparation of the POS, members of the financing team and
the underwriters and the underwriter’s counsel, during which the Official Statement is reviewed in
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With respect to CFD Obligations, when a CFD is ready to issue bonds, the District’s Deputy General
ManagerDeputy General Manager/Treasurer with responsibility for administrative services requests,
the Director of FinanceChief Financial Officer, and the Special Districts Funding Department organize
the financing team to commence preparation of the Preliminary Official Statement. Typically, the
initial draft of a CFD Official Statement is assembled with input from Bond Counsel, Disclosure
Counsel, Financial Advisor, Special Tax Consultant, Appraiser, Developer and Developer’s Counsel
and Underwriter. The Director of FinanceChief Financial Officer and the Special Districts Funding
Department reviews the draft Preliminary Official Statement once distributed by Disclosure Counsel,
specifically the information included with respect to the CFD and the formation thereof by the
District. Once the Preliminary Official Statement has been distributed, one or more due diligence
conference calls or meetings with the entire CFD financing team are held until the Preliminary Official
Statement is finalized. Typically, prior to printing the Preliminary Official Statement, the Developer
will be required to sign a “10b‐5” certificate stating that the information in the Preliminary Official
Statement provided by or pertaining to the Developer and its development within the CFD does not
contain any untrue statement of material fact or omit to state any material fact necessary to make
the statements contained in the Preliminary Official Statement in light of the circumstances under
which they were made, not misleading.
A substantially final form of the POS is provided to the District Board of Directors in advance of
approval of the POS. Doing so affords the Board of Directors an opportunity to review the POS, ask
questions and make comments. The substantially final form of the POS is approved by the Board of
Directors which generally authorizes certain senior staff to make additional corrections, changes and
updates to the POS in consultation with the District’s general counsel and Bond Counsel.
When the POS is posted for review by potential investors, senior District officials execute certificates
deeming certain portions of the POS complete (except for certain pricing terms) as required by Rule
15c2‐12 promulgated under the 1934 Act.
Between the posting of the POS for review by potential investors and delivery of the final OS to the
underwriter for redelivery to actual investors in the Obligations, any changes and developments will
have been incorporated into the POS, including particularly the District Section, if required. If
necessary, to reflect developments following publication of the POS or OS, as applicable,
supplements will be prepared and published.
In connection with the closing of the transaction, one or more senior District officials execute
certificates stating that certain portions of the Official Statement, as of the date of each OS and as of
the date of closing, does not contain any untrue statement of material fact or omit to state any
material fact necessary to make the statements contained in the Official Statement in light of the
circumstances under which they were made, not misleading. The District’s general counsel also
provides an opinion letter advising the underwriters of the Obligations that information contained in
the District Section (or specified portions thereof) as of its date did not, and as of the date of the
closing, does not contain any untrue statement of a material fact or omitted or omits to state any
material fact necessary to make the statements therein, in light of the circumstances under which
they were made, not misleading. The District’s general counsel does not approve any financial,
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District Section
The information contained in the District Section is developed by personnel under the direction of
the Deputy General ManagerDeputy General Manager/Treasurer with responsibility for
administrative services, with the assistance of the financing team. In certain circumstances,
additional officials will be involved, as necessary. The following principles govern the work of the
respective staffs that contribute information to the District Section:
 District staff involved in the disclosure process are responsible for being familiar with their
responsibilities under federal securities laws as described above.
 District staff involved in the disclosure process should err on the side of raising issues when
preparing or reviewing information for disclosure. Officials and staff are encouraged to
consult the District’s general counsel, Bond Counsel or members of the financing team if there
are questions regarding whether an issue is material or not.
 Care should be taken not to shortcut or eliminate any steps outlined in the Procedures on an
ad hoc basis. However, the Procedures are not necessarily intended to be a rigid list of
procedural requirements, but instead to provide guidelines for disclosure review. If
warranted, based on experience during financings or because of additional Securities and
Exchange Commission pronouncements or other reasons, the District should consider
revisions to the Procedures.
 The process of updating the District Section from transaction to transaction should not be
viewed as being limited to updating tables and numerical information. While it is not
anticipated that there will be major changes in the form and content of the District Section
at the time of each update, everyone involved in the process should consider the need for
revisions in the form, content and tone of the sections for which they are responsible at the
time of each update.
 The District must make sure that the staff involved in the disclosure process are of sufficient
seniority such that it is reasonable to believe that, collectively, they are in possession of
material information relating to the District, its operations and its finances.
 In light of Securities and Exchange Commission pronouncements in 2014, particular care
should be given to disclosures in each POS and OS with respect to past compliance with
Continuing Disclosure Agreements (as discussed below under the heading “ANNUAL
CONTINUING DISCLOSURE REQUIREMENTS”). If the District has failed to comply with such
Continuing Disclosure Agreements in the five years prior to the posting of a POS, such failure
to comply must be described in each such POS and OS. The District must task personnel or
retain outside consultants with responsibility to check the District’s past compliance with its
Continuing Disclosure Agreements before the posting of each POS.
Training
Periodic training for the staff involved in the preparation of the Official Statement (including the
District Section) is coordinated by the finance team and the Deputy General ManagerDeputy General
Manager/Treasurer with responsibility for administrative services. These training sessions are
provided to assist staff members involved in identifying relevant disclosure information to be
included in the District Section. The training sessions also provide an overview of federal laws
relating to disclosure, situations in which disclosure rules apply, the purpose of the Official Statement
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Annual Continuing Disclosure Requirements
In connection with the issuance of Obligations, including CFD Obligations, the District has entered
into a number of contractual agreements (the “Continuing Disclosure Agreements”) to provide
annual reports with: (i) financial data; (ii) operating data; and (iii) audited financial statements (the
District should consider whether it should no longer provide the District’s entire comprehensive
annual financial report (the “CAFR”)Annual Comprehensive Financial Report (ACFR) rather than the
audited financial statements alone). In addition, the Continuing Disclosure Agreements require the
District to provide notice of certain events relating to the Obligations specified in the Continuing
Disclosure Agreements. The District must comply with the specific requirements of each Continuing
Disclosure Agreement. The District’s Continuing Disclosure Agreements generally require that the
annual reports be filed within 210 days after the end of the District’s fiscal year (although securities
law requires such annual reports only to be filed once each year), and event notices are generally
required to be filed within 10 days of their occurrence. Such filings are to be made through the
Municipal Securities Rulemaking Board’s Electronic Municipal Market Access System over the
Internet.







Specific events which require “material event” notices are set forth in each particular
Continuing Disclosure Agreement.
The Deputy General ManagerDeputy General Manager/Treasurer with responsibility for
administrative services shall be responsible for preparing and filing the annual reports and
event notices required pursuant to the Continuing Disclosure Agreements. Particular care
shall be paid to the timely filing of any changes in credit ratings on Obligations (including
changes resulting from changes in the credit ratings of insurers of particular Obligations).
With respect to CFD Obligations, the Continuing Disclosure Agreements are prepared by the
District’s Special Tax Consultant(s) and reviewed by the Director of FinanceChief Financial
Officer and the Special Funding District Department staff. The CFD Continuing Disclosure
Agreements generally require that the annual reports be filed within eight months after the
end of the District’s fiscal year and include the District’s CAFRACFR and certain other
operating data concerning the CFD itself.
In addition to disclosing any failure to comply with prior Continuing Disclosure Agreements
in each POS and OS (as discussed in the final bullet point under the heading “DISTRICT
SECTION” and in the “CONTINUING DISCLOSURE” section of CFD POSs and OSs), the District
must take steps to correct any such failure. Such steps could include filing amended annual
reports, filing audited financial statements or providing notice of events specified in
Continuing Disclosure Agreements.
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they have questions.

6. Monitoring and Reporting Requirements

34
Packet Pg. 177

4.A.c

District Plan of Finance
The finance team will provide a written report to the District Administration Committee and
Board of Directors on at least an annual basis which highlights all material changes to fixed rate
debt, variable rate debt, and interest rate Swaps entered into by the District since the last report.
The finance team will also outline plans for the upcoming year to optimize debt service
obligations and to detail any upcoming renewals such as liquidity, and remarketing contracts.
Presentation of the District’s debt portfolio will highlight any changes to fixed and variable rate
debt, including any subsidy considerations, material bond proceeds fund investment issues,
continuing obligation considerations, escrow considerations, rating triggers, or other
developments which might affect the expected continuity and performance of the debt portfolio.
Variable Rate Debt
The District’s Finance Team will provide a written report to Senior Management regarding the
status of all Variable Rate Debt on at least a weekly basis. Such report shall include the following
information:
 The performance of Variable Rate Debt compared to relevant indices since the last report;
 Changes to any fees paid to any third parties including Credit Enhancement providers,
remarketing agents, etc.
Swap Report
Reports on the District’s Swap agreements will be prepared on at least an annual basis in
compliance with the District’s Swap Policy outlined in Section 4 of the Comprehensive Debt
Policy. The Finance Team will track the following:
 The credit ratings and outlooks (making particular note of any rating changes) for each
interest rate Swap counterparty and credit enhancer associated with an interest rate
Swap;
 A summary of each interest rate Swap, including, but not limited to, the type of interest
rate Swap, the rates and dollar amounts paid by the District and received by the District,
and other terms;
 For each counterparty, the District shall provide the total notional amount position, the
average life of each interest rate Swap agreement, and the remaining term of each
interest rate Swap agreement;
 Market value of each of the District’s interest rate Swaps.
Arbitrage Review
The use of bond proceeds and their investments must be monitored to ensure compliance with
all Internal Revenue Code Arbitrage Rebate Requirements. District will fully comply with federal
arbitrage and rebate regulations. Concurrent with this policy, the Finance DirectorChief Financial
Officer will take all permitted steps to minimize any rebate liability through proactive
management in the structuring and oversight of its individual debt issues. All of the District’s tax‐
exempt issues, including lease purchase agreements, are subject to arbitrage compliance
regulations.
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The Finance Department will be responsible for the following:
 Monitoring the investment of bond proceeds with awareness of rules pertaining to yield
restrictions. Maintaining detailed investment records, including purchase prices, sale
prices and comparable market prices for all securities.
 Contracting the services of outside arbitrage consultants to establish and maintain a
system of record keeping and reporting to meet the arbitrage rebate compliance
requirements of federal tax code.
 To the extent any arbitrage rebate liability exists, the District will report such liability in
its Annual Comprehensive Financial Report (ACFR) Comprehensive Annual Financial
Report (CAFR).
SBPA Quarterly Report
On at least a quarterly basis, and in accordance with the Standby Bond Purchase Agreements
held by the District, the Finance Team will provide a report to all providers of liquidity facilities
for District variable rate debt. The report will contain:
 Certification of an authorized representative that no event of default or default occurred
within that quarter.
 Quarterly financial records of the District to include Statements of Revenue and Expense
and Changes in Net Assets.
7. Historical Financial Operations
The District has historically managed its finances according to several policies, procedures and
covenants.

Senior Lien – Master Resolution
The District’s Master Resolution (Resolution Number 2667), adopted by the Board of Directors
on May 13, 1993, provides for the allocation of revenues of the Water and Sewer system and
establishes covenants to secure the payment of obligations payable from net water and sewer
revenues.
Pursuant to the Master Resolution, the District has issued revenue bonds and entered into certain
outstanding installment sale agreements which are secured by a pledge of and lien on Net Water
and Sewer Revenues and constitute “Parity Obligations” under the Master Resolution. The Parity
Obligations are payable from Net Water and Sewer Revenues on a senior basis to obligations
issued under the Working lien.
The District has entered into various installment sale agreements and, in turn, caused the
execution and delivery of various related series of certificates of participation, all in order to fund
the District’s ongoing capital improvement plan. Each such installment sale agreement has
required the District to make installment payments from the District’s Net Water and Sewer
Revenues on deposit in the Installment Payment Fund held under the Master Resolution, and the
District’s obligation to make each such installment payment has been secured in accordance with
the terms of the Master Resolution.
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Working Lien – Debt Service Coverage Policy
Under the Master Resolution, the District may incur obligations payable on a subordinate basis
to the Senior Lien. It is the District’s objective to continue to transition outstanding obligations
to its subordinate (working) lien. All obligations issued on the working lien will be payable from
Net Revenues, which consist of the Net Water and Sewer Revenues less all net amounts payable
by the District on the Parity Obligations, and from amounts held in certain funds and accounts on
hand at the District. Net Water and Sewer Revenues consist of Water and Sewer Revenues less
Maintenance and Operation Costs (as such terms are defined in Appendix C of the District’s most
recent Official Statement).
The District will not engage in debt financing unless the proposed obligation, when combined
with all existing senior and parity debts, will result in acceptable debt service coverage ratios. In
determining the affordability of proposed revenue bonds, the District will perform an analysis
comparing the projected annual net revenues (after payment of operating and maintenance
expenses) to estimated annual debt service and the Debt Service Coverage. The Debt Service
Coverage is the amount of cash flow available to meet the annual principal and interest payment
obligations on debt issued. The use of Debt Service Coverage as a policy target is primarily to
ensure that the District is meeting its financial obligations on a cash basis.
Reserve Funds
The District’s reserves have been developed as part of an overall financial management strategy.
These funds do not constitute a surplus in excess of the District’s actual needs, but rather are
needed for important purposes specified in the District’s Reserve Policy. The Reserve Policy is a
stand‐alone document which will be maintained separately from the District’s Comprehensive
Debt Policy.
The Reserve Policy states that the Chief Financial Officer will periodically present the status of
each reserve and restricted fund balance to the Board of Directors, but not less than annually
and prior to the adoption of the next year’s operating budget. The most common approach to
sizing Reserves is by number of days of expenses (most often described as Days’ Cash).
Periodically the stand‐alone Reserve Policy will be updated through Board Resolution and funds
will be established, discontinued, or reaffirmed as necessary.
8. SB 1029 Compliance
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Under the Master Resolution, the District is required to fix rates which are: (i) reasonably fair and
nondiscriminatory; (ii) at least sufficient for the payment of all amounts to be payable from Net
Water and Sewer Revenues in each Fiscal Year; and (iii) at least equal to: (1) 115% of Debt Service
on all Parity Obligations plus the amount required to be deposited to the Operating Reserve Fund;
and (2) 110% of Debt Service on all Parity Obligations and Subordinate Obligations plus the
amount required to be deposited to the Operating Reserve Fund.

SB 1029, signed by Governor Brown on September 12, 2016, requires issuers to adopt debt
policies addressing each of the five items below.
A) The purposes for which the debt proceeds may be used.
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Sections 2 (Debt Issuances – General District Debt), 3 (Debt Issuances – Special District Financing),
and 7 (Historical Financial Operations) of this policy provide information regarding the purposes
for which the District may spend debt proceeds.

Sections 2 (Debt Issuances – General District Debt) and 3 (Debt Issuances – Special District
Financing) of this policy provides information regarding the types of debt EMWD may issue.
C) The relationship of the debt to, and integration with, the issuer’s capital improvement
program or budget, if applicable.
Section 2 (Debt Issuances – General District Debt) of this policy provides information regarding
the relationship between the District’s debt and Capital Improvement Program.
D) Policy goals related to the issuer’s planning goals and objections.
The body of this policy describes the District’s planning goals and objectives.
E) The internal control procedures that the issuer has implemented, or will implement, to
ensure that the proceeds of the proposed debt issuance will be directed to the intended
use.
Sections 2 (Debt Issuances – General District Debt) and 3 (Debt Issuances – Special District
Financing) of this policy provide information regarding the District’s internal control procedures
designed to ensure that the proceeds of a debt issuance are spent as intended.
9. Conclusion
The Policy was drafted with the intent of providing Eastern Municipal Water District’s Board‐
approved guiding directives to management and staff for decisions and recommendations
related to the financial profile of the District, and is intended to support the District’s debt
obligations to present and future generations of customers.
The Policy is intended to be revisited and updated periodically if there is a material change in the
risk exposures or conditions.
The Policy is ultimately intended to serve as a guide and it in no way restricts the ability of the
Eastern Municipal Water District Board to review proposed rate actions, debt issuances, or other
actions of substance to the District. The Board maintains authorization to waive elements of the
policy in connection with individual financings at its discretion.
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B) The types of debt that may be issued.

10. Glossary of Terms
Available Reserves ‐ Cash balances, assets and investments of the District established as Reserves
pursuant to the District's Reserves Policies. Amounts on deposit in the following reserve funds will
be considered Available Reserves: Water Rate Stabilization Reserve; Operational Debt Service
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Reserve, Capital Replacement Reserve, Water Replacement & System Betterment Construction
Reserve, and Sewer Replacement & System Betterment Construction Reserve.
Basis Risk ‐ Basis risk refers to a mismatch between the interest rate received from the swap contract
and the interest actually owed on the District's bonds. The risk, for example, in a floating to fixed
rate swap is that the variable rate interest payments will be less than the variable interest payments
actually owed on the hedged bonds.
BMA Index ‐ The Bond Market Association Municipal Swap Index, the principal benchmark for short‐
term, tax‐exempt rates among municipal issuers. A market basket index of over 200 actively traded,
highly rated, non‐AMT tax‐exempt variable rate issues that reset their rates every Wednesday.
Credit Risk ‐ The occurrence of an event modifying the credit rating of the District or its Counterparty.
Credit Events can trigger certain termination provisions or collateral provisions as outlined in the
Agreements.
Credit Support Annex ‐ An attachment to the ISDA that covers the mutual posting of collateral, if
required. This schedule is based on the net mark‐to‐market values of the cash flows in the swap.
Confirmation ‐ A form that is executed for a specific swap or financial product transaction and details
the specific terms and conditions applicable to that agreement (fixed rate, floating rate index,
payment dates, calculation methodology, amortization, maturity date, etc.).
Continuing AAA subsidiary ‐ A wholly owned subsidiary of a Bank or Broker/Dealer organized to
transact business as a "AAA" Counterparty to eligible clients. Eligible clients are those clients
acceptable to the rating agencies. To the extent a "Trigger Event" occurs, the entity will maintain all
of its Agreements to their original maturity with the assistance of an independent derivatives
portfolio manager. A Trigger Event is typically a downgrade of the parent company, a bankruptcy of
the parent company, failure to make a payment and/or failure to deliver collateral.
Counterparty ‐ A principal to a swap or other derivative agreement, as opposed to an agent such as
a broker.
Counterparty Risk ‐ The risk that the swap Counterparty will not fulfill its obligations as specified by
the terms of an ISDA Master Agreement or other similar contract. Under a fixed payer swap, for
example, if the Counterparty defaults, the District would be exposed to an unhedged variable rate
bond position. The creditworthiness of the Counterparty is indicated by its credit rating. The District
has established minimum rating criteria for swap counterparties.
Days’ Cash ‐ Reserve balance divided by a ratio equal to O&M Expenses excluding depreciation,
divided by 365, calculated thus as:
Unrestricted Reserves
(O&M Expenses/365).
Debt Service Coverage ‐ Revenues Available for Debt Service divided by Debt Service for the same
fiscal year.
Hedge ‐ A position taken in order to offset the risk associated with some other position. Most often,
the initial position is a cash position and the hedge position involves a risk management instrument
such as a swap.
Interest Rate Cap ‐ An instrument that pays off on each settlement date based on the market value
of a reference rate (i.e., BMASIFMA, SOFR, or LIBOR) and a specified contract rate; effectively
establishing a maximum on a variable rate.
Interest Rate Collar ‐ An instrument that provides protection within a band of interest rates; a
combination of purchasing an Interest Rate Cap and selling Interest Rate Floor. Generally, it is
structured so that the net cost of the collar is zero or close to zero. This means that the expense for
the interest rate cap premium is offset by the credit received for the interest rate floor.

Attachment: Exhibit C - Redline Comprehensive Debt Policy (4851 : Comprehensive Debt Policy Update)

4.A.c

39
Packet Pg. 182

Interest Rate Floor ‐ An instrument that pays off on each settlement date based on the market value
of a reference rate (i.e., BMASIFMA, SOFR, or LIBOR) and a specified contract rate; effectively
establishing a minimum on a variable rate.
Interest Rate Risk ‐ The risk that variable rates will increase and thereby cause an increase in variable
rate debt service costs and negatively impact cash flow margins.
Interest Rate Swap ‐ A contract between two parties to exchange cash flows over a predetermined
length of time. Cash flows are calculated periodically based on a fixed or variable interest rate against
a set notional amount (amount used only for calculation of interest payments). Principal is not
exchanged.
ISDA ‐ The International Swap Dealers Association ‐ The global trade association whose members are
dealers in the derivatives industry. Most Swaps are executed under standard documentation created
by ISDA.
ISDA Master Agreement ‐ The primary document for the terms and conditions governing the swaps
market. The ISDA Master Agreement contains the terms for events of default, termination events,
representations and covenants, early termination provisions and payment calculations.
Letter of Credit ‐ An irrevocable, transferable, standby letter of credit, issued by a major U.S.
commercial bank or a U.S. branch office of a foreign bank—in either case—with a strong credit rating
of at least (a) “A‐“ by S&P and/or “A3” by Moody’s, and (b) Total Assets of at least $20 billion.
LIBOR ‐ The London lnterBank Offered Rate. The rate at which banks will lend Eurodollars to each
other over various length terms: (e.g., 1‐month, 3‐month, 6‐month, 12‐ month etc.). The most active
dollar‐based taxable interest rate benchmark utilized globally
Notional Amount ‐ The stipulated principal amount for a swap transaction. There is no transfer of
ownership in the principal for a swap; but there is an exchange in the cash flows for the designated
coupons.
Revenues Available for Debt Service ‐ Operating Revenues less Operating Expenses plus
Depreciation plus Interest Expense.
Rollover Risk ‐ The risk that the term of the swap contract does not match the term of the related
bonds being hedged. Upon the maturity of the swap, the risk may need to be rehedged, causing the
District to incur re‐hedging costs.
SIFMA Index ‐ The Securities Industry and Financial Markets Association (“SIFMA”) Municipal Swap
Index is a 7‐day high‐grade market index comprised of tax‐exempt Variable Rate Demand Obligations
(VRDOs) with certain characteristics. The Index is calculated and published by Bloomberg. The Index
is overseen by SIFMA’s Municipal Swap Index Committee.
SOFR ‐ The Secured Overnight Financing Rate (SOFR) is a broad measure of the cost of borrowing
cash overnight collateralized by Treasury securities. SOFR is calculated as a volume‐weighted median
of transaction‐level tri‐party repo data collected from BNY Mellon as well as GCF Repo transaction
data and data on bilateral Treasury repo transactions clears through FICC’s DVP service.
Swap ‐ A contractual agreement evidenced by a single document in which two or more parties agree
to exchange periodic (net) payments for an agreed period of time based upon a notional amount of
principal.
Swaption ‐ An option on a swap. The swaption purchaser has the right to enter a specific swap for a
defined period of time. This option can be exercised on a specific exercise date or series of exercise
dates.
Tax Risk ‐ All issuers who issue tax‐exempt variable rate debt inherently accept risk stemming from
changes in marginal income tax rates. This is a result of the tax codes impact on the trading value of
tax‐exempt bonds. As marginal tax rates decline, the after‐tax value of tax‐exempt income declines,
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forcing the tax‐exempt rates to increase. This risk is also known as a "tax event" risk, a form of basis
risk under swap contracts. Percentage of LIBOR swaps and certain BMASIFMA swaps with tax event
triggers, which can change the basis under the swap to a LIBOR basis from BMASIFMA, can expose
issuers to tax event risk.
Termination Risk ‐ The risk that the swap could be terminated as a result of any of several events,
which may include a ratings downgrade for the District or the swap Counterparty, covenant violation
by either party, bankruptcy of either party, swap payment default by either party, and default events
under a bond indenture. The District could owe a termination payment to the Counterparty or
receive a termination payment from the Counterparty, depending on how interest rates at the time
of termination compare with the fixed rate on the swap.
Yield Curve ‐ Refers to the graphical or tabular representation of interest rates across different
maturities. The presentation often starts with the shortest‐term rates and extends towards longer
maturities. It reflects the market's views about implied inflation/deflation, liquidity, economic and
financial activity, and other market forces.
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Comprehensive Debt Policy Update
Thomas Hays
April 1, 2021
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• Background
• Board Request for Additional
Information
• Recommendation
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• Prior to 2017, EMWD relied upon several stand-alone debt policies
• Effective January 1, 2017, Senate Bill 1029 required municipalities adopt a
policy addressing:
–
–
–
–

Purpose for which debt proceeds may be used
Types of debt that may be issued
Policy goals
Internal control procedures

• Maintaining a strong debt policy has the following advantages for EMWD:
–
–
–
–

Enhances internal management practices
External recognition and transparency for credit rating agencies
Demonstrates commitment to responsible financial planning
Improves quality of decisions

“Adherence to a debt management policy signals to rating agencies and the capital markets
that a government is well managed … to meet its debt obligations in a timely manner.”
– Government Finance Officers Association (GFOA)
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•
•
•
•
•
•
•

Adopted by the Board on January 18, 2017
Incorporated into EMWD Administrative Code (Title 3 Article 8)
Utilizes best practices and policy principles from GFOA and ACWA
Complies with SB 1029 requirements
Applies to all EMWD obligations
Consolidated stand-alone debt policies
Policy goals address:
– Types of debt and purpose
– Policy principles
– Continuing disclosure
EMWD Strategic Priority: Ensure financial stability and demonstrate
responsible stewardship of public funds
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• Policy was reviewed by staff, bond counsel, special tax consultant, and
municipal advisors
• Revise minimum lots requirement to align with actual practice
– Reduce minimum threshold to 100 lots
– Require additional, non-pledged special reserve for developments between
100 to 150 lots

• Memorialize maximum special tax rates will not escalate
• Strengthen letter of credit requirements
– Remove developers’ ability to fund with cash

• Inclusion of JCFA Policy for CFDs where EMWD is not the lead agency
– Correspond with current EMWD JCFA requirements

• Miscellaneous terminology, administrative, and procedural updates
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Board Request for Additional Information
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• On January 20, 2021, a request was made by Director Armstrong for an
informational item to be brought to the Board for discussion on the
District’s debt policy as it pertains to land-secured financing
• On March 17, 2021, staff provided a presentation with a summary
background of the District’s land-secured program, debt policy history,
land-secured policy principles, and revisions being considered
• The Board discussed the item and Director Armstrong requested that
when the debt policy was brought back to the Board, the Board consider
excluding fees from being eligible expenses financed through CFD bonds
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• Tax-exempt municipal bonds finance public improvements
– Water and sewer improvements, parks, libraries, schools, public buildings

• Bonds are payable from annual special taxes paid for by property owners
– New homeowners pay for new infrastructure, not existing EMWD customers

• EMWD, as a bond issuer, has no financial liability for bond payments
– Levies, collects, and applies the special taxes consistent with bond documents
Allocation of Expenses

EMWD
Improvements
$13.8M
21%
EMWD Fees
(Facilities in lieu of fees)
Other Agency
$34.8M
Fees/Improvements
53%
$16.8M
26%

Staff performed an analysis on a diverse sample of 10 CFDs
based on: year, parcel count, location, project size, and
facilities funded
Total fees and improvements at formation = $65.3 million

Attachment: Presentation (4851 : Comprehensive Debt Policy Update)

CFD Bond Financing and Eligible Expenses

9 | emwd.org
Packet Pg. 193

4.A.d

Adopt proposed Resolution amending the EMWD Administrative Code, Title 3
Article 8, as it relates to revising the Comprehensive Debt Policy
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Contact Information
Thomas Hays
Senior Financial Manager
(951) 928-3777 Ext. 4952
Email: hayst@emwd.org
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ACTION

Board of Directors
April 7, 2021

SUBJECT:
Approve and Authorize a Three-Year Contract with Lance, Soll & Lunghard, LLP for Professional
Auditing Services, with Two Optional Renewal Years
BACKGROUND:
Davis Farr, LLP is the District’s current auditor and was hired in 2015 under a five-year contract
which initially ended June 30, 2019 and included optional two-year extensions. The Board of
Directors approved the optional two-year extension including the June 30, 2020 audit which
allowed the District to maintain the continuity of Davis Farr, LLP’s services through the
pandemic.
The Government Finance Officers Association recommends that agencies undertake a
competitive proposal process at the end of the term of an audit contract. Upon completion of
the June 30, 2020 audit, staff began the process to competitively bid these services. A request
for proposal (RFP) for professional auditing services was distributed to ten certified public
accounting firms for the Fiscal Years ending June 30, 2021 through June 30, 2023, with two
optional renewal years, for Fiscal Years 2024 and 2025.
Seven proposals were received and reviewed by senior finance staff including the Deputy
General Manager, Chief Financial Officer, Controller, and Senior Finance Manager. The criteria
used for scoring the proposals included:
1.
2.
3.
4.
5.
6.
7.

Technical qualifications to fulfill the duties of the audit process.
Firm overall qualifications and experience with public agency audits.
Qualifications and experience of assigned personnel.
Approach and understanding.
Timeframe to complete the audit.
Quality and completeness of the proposal.
Pricing.

Staff interviewed the three highest ranked firms: CliftonLarsonAllen, LLP; Lance, Soll &
Lunghard, LLP (LSL); and Rogers Anderson Malody & Scott, LLP. Based on interviews and
proposal submission ratings, LSL had the highest overall score, including the lowest pricing
among the three. As a result, the staff review team is recommending LSL to serve as the
District’s auditor for the Fiscal Years ending June 30, 2021 to June 30, 2023, with the option to
extend for two subsequent fiscal years (Exhibit A). Summarized below are a few highlights from
their interview and proposal:
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1. The firm has extensive experience in providing auditing services to local government
agencies, including cities, counties, water, and electric utilities.
2. The firm has significant experience in performing Single Audits for local government
agencies and require all their audit staff to obtain the AICPA Single Audit Certification.
3. The firm has been consistently named one of the Top Orange County firms by the
Orange County Business Journal and is also on the list of CalCPAs Top 150 firms.
4. The firm will be providing training and support for annual governmental accounting
updates, District specific training, webinars, and relevant news and alerts.
5. Their audit staff will be available throughout the year for consultation on accounting
and reporting matters related to new government accounting standards and other
ongoing audit needs.
FINANCIAL IMPACT:
Funding for this item is provided for in the Biennial Budget for Fiscal Years 2019-20 and 202021.
STRATEGIC PLANNING GOAL/OBJECTIVE:
Ensure financial stability and demonstrate responsible stewardship of public funds.
ENVIRONMENTAL IMPACT:
None
RECOMMENDATION:
Approve and authorize a three-year contract with Lance, Soll & Lunghard, LLP to perform
professional auditing services for Fiscal Years ending June 30, 2021 through 2023 for the fullterm amount not to exceed $189,400. Furthermore, the District has the option to extend the
term of this contract for two additional years from Fiscal Years ending 2024 and 2025.
SUBMITTED BY:

Attachment(s):
Exhibit A - LSL Proposal for Auditing Services
Presentation
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History:
04/01/21
04/07/21

Board Administrative Committee
Board Meeting

RECOMMENDED FOR APPROVAL

Staff Contact: Wilma Garriz
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PREPARED BY:
Lance, Soll & Lunghard, LLP
Certified Public Accountants
License Number 2584
203 N. Brea Blvd.,
Suite 203
Brea, CA 92821
(714) 672-0022

Proposal Presented to

EASTERN MUNICIPAL WATER DISTRICT
Request for Proposals
For
Professional Auditing Services

Focused
on YOU

CONTACT PERSON:
Jaeson Freitas, Client Success Specialist
Jaeson.freitas@lslcpas.com
(936) 647-0427

February 10, 2021
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COVER LETTER
February 10, 2021
Rosmarie Howard-Santagata, Contracts Analyst
Eastern Municipal Water District
2270 Trumble Rd, Perris, CA 92570
Dear Rosemarie Howard-Santagata,
LANCE, SOLL & LUNGHARD, LLP (LSL) is pleased to respond to your request for proposal for professional
auditing services. As a leader in the field of governmental accounting and auditing, we appreciate the opportunity
to present our professional qualifications. Because of our extensive local government experience, dedication to
excellence, and determination to retain the brightest talent, we hope you find that LSL is the most qualified
accounting firm to provide professional auditing services to Eastern Municipal Water District (the District).
LSL is a limited liability partnership with offices located in Brea (headquarters), Santa Ana, and Sacramento,
California. The engagement with the District will be staffed from our Brea location. Members of our team have
extensive experience providing auditing services for cities, counties, and special-purpose government agencies.
Also, we have provided seminars on GASB Statement No.75, “Accounting and Financial Reporting” for postemployment benefits other than pensions (OPEB), and GASB Statement No. 87 Leases, and we are knowledgeable
and ready to assist the District implementing upcoming GASBs.
On November 1, 2020 Gray CPA Consulting joined the LSL team. We are excited to have joined forces and are
able to provide the District with all the experience and knowledge both teams can provide you. Gray CPA focuses
on technological consulting for clients throughout the United States focused on robotic process automation and
artificial intelligence. Together we are ready to meet and exceed all needs of government clients.
BENEFITS OF WORKING WITH LSL
In today’s environment, keeping up with the numerous accounting and regulatory changes can seem
unmanageable. Now, more than ever, finance departments are facing more complexity, risk, and changes, and
with fewer resources. As the industry continues to evolve, a strategic relationship with LSL can help you better
manage these changes and better understand the industry’s best management practices.
1) Annual Governmental Accounting Update: Annually, we hold a half-day seminar providing an update to new
accounting and regulatory standards impacting local governments. The goal is to provide useful, relevant
information that impacts your organization.
2) Annual Client Specific Training: Tailored training for your organization on topics that are most relevant and
needed for you and your team. Topics may include fraud risk management, internal controls, accounting
pronouncements, governmental accounting, and CAFR preparation.
3) Focused Topic Specific Webinars and Ongoing News & Alerts: Important topics affecting local governments
and government entities sometimes need more attention and explanation. In addition to our annual update, our
webinars and newsletters offer a short, focused approach to these critical areas.
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4) Meetings with Governing Boards: We believe communication is the key to a successful relationship and offer
two annual meetings with your Board of Directors or Committees. Meetings promote dialogue between LSL and the
District during the preliminary and concluding segments of the audit.
5) Best Practices: Best practices for government agencies include an RFP for auditors every 5 years. Changing
an auditor can help ensure independence and objectivity. At LSL, we understand that changing auditors can be
challenging. This often requires a broad learning curve resulting in unmet expectations. LSL takes pride in open
and consistent communication to seamlessly transition a new client and close the expectations gap. We will
immediately bring the tough issues to the discussion table to eliminate the element of surprise.
LSL will perform the services listed in the “Exhibit D – Cost Proposal” of this proposal for three (3) fiscal years
beginning with the fiscal year ended June 30, 2021, with the option to extend for two (2) subsequent fiscal years at
the District’s discretion.
These audits will be performed per auditing standards generally accepted in the United States of America, the
standards set forth for financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States, and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance).
Throughout the year and during the period of this engagement, we will be available on a day-to-day basis for
consultation on accounting and reporting matters related to new government accounting standards and other
ongoing auditing needs. We will also communicate periodically new state and national developments affecting
municipal finance and reporting standards and trends, including changes in federal/state grant program accounting,
and other reporting requirements.
All working papers and reports will be retained at our expense for a minimum of seven (5) years unless we are
notified in writing by the District of the need to extend that retention period. Upon written request, we will make
working papers available to parties designated by the District. Furthermore, we will respond to the reasonable
inquiries of successor auditors and allow successor auditors to review working papers relating to matters of
continuing accounting significance. We affirm that our proposal is in accordance with all the terms, conditions, and
requirements contained in the RFP. Our proposal is a firm and irrevocable offer for 120 days following the closing
date for the receipt of proposals. For this proposal, Richard Kikuchi, Engagement Partner, is authorized to make
representations for our firm. He can be reached at the address below, by phone at (714)672-0022, or through email
at Richard.kikuchi@lslcpas.com.

Richard K. Kikuchi, CPA
Engagement Partner
Lance, Soll & Lunghard, LLP
203 N. Brea Blvd., Suite 203
Brea, CA 92821
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LICENSE TO PRACTICE IN CALIFORNIA
LSL is a limited liability partnership and is not a wholly owned subsidiary of a parent company. LSL is a public
accounting firm licensed by the State of California, Department of Consumer Affairs, as a Public Accounting
Partnership. As a firm, we are members of the American Institute of Certified Public Accountants and the California
Society of Certified Public Accountants. All key staff to be assigned to this engagement are or will be licensed by
the State of California to practice as Certified Public Accountants.
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SIMILAR ENGAGEMENTS WITH OTHER GOVERNMENTAL
ENTITIES
Please See Form A for our References. The following table is our current clients that are receiving the GFOA Award.
Client

Contact Person

Services

Years

Phone

Big Bear Lake

Ms. K. Ent, Director of Govt. Services

F, S

21

909-866-5831

Camarillo

Mr. M. Uribe, Interim Finance Director

F, S

4

805-388-5320

Cathedral City

Mr. K Biersack, Fiscal Officer

F, S

10

760-770-0378

Chino Hills

Ms. C. Buhagiar, Finance Director

F, S

22

909-364-2600

Chula Vista

Mr. D. Bilby, Director of Finance

F, S

6

619-691-5250

Citrus Heights

Ms. T. Nosardi, Finance Manager

F, S

1

916-727-4705

Los Angeles County Development Authority

Mr. M. Fotini, Finance Director

F, S

2

626-586-1890

Corona

Ms. K. Sitton, Acting Administrative Services
Director

F, S, U

9

951-279-3532

Cypress

Ms. D. Mullally, Asst. Finance Director

F, S

2

714-229-6700

Diamond Bar

Ms. D. Honeywell, Finance Director

F, S

9

909-839-7051

Dixon

Ms. K. Zawadzki, Finance Director

F, S

4

707-678-7000
x108

Downey

Mr. A. Gandhy, Finance Director

F, S

5

562-904-7265

East Bay Municipal Utility District

Mr. S. Klein, Controller

F, U

1

510-287-0230

Emeryville

Ms. S. Hsieh, Finance Director

F, S

15

510-596-4352

Fullerton

Ms. C Moynihan, Fiscal Services Manager

F, S

8

714-738-3133

Galt

Ms. C. Tyson, Finance Director

F, S

2

209-366-7150

Indio

Mr. R. Rockwell, Assistant City
Manager/Director of Finance

F, S

3

760-391-4029

Irwindale

Ms. E. Carreon, Finance Director

F

22

626-430-2221

Lake Elsinore

Ms. S. Buckley, Finance Manager

F, S

2

951-674-3124

Live Oak

Mr. J. Aguilar, Finance Director

F, S

2

530-695-2112

Los Alamitos

Mr. E. Hendrickson, Administrative
Director/Treasurer

F

4

562-431-3538
x222

Malibu

Ms. R. Feldman, City Manager

F

15

310-456-2489

Manhattan Beach

Mr. S. Charelian, Finance Director

F

15

310-802-5553

Menlo Park

Mr. D. Jacobsen, Finance & Budget Manager

F

1

650-330-6649

Monrovia

Mr. B. Bullis, Director of Admin. Services

F, S

18

626-932-5510

Moorpark

Mr. K. Borhani, Finance Director

F, S

1

805-517-6249

Newark

Ms. K. Lee, Finance Director

F

1

510-578-4288

Oceanside

Ms. J. McPherson, Finance Director

F, S

9

760-435-3839
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SIMILAR ENGAGMENTS WITH OTHER GOVERNMENTAL ENTITIES
(Continued)
Services

Years

Phone

Ms. D. Nunes, Director of Fiscal Services

F, S

20

909-395-2352

Orange County Fire Authority

Ms. G. Cheung, Accounting Manager

F, S

1

714-573-6000

Palm Desert

Mr. J. Espinoza, Asst. Finance Director

F

3

760-346-0611

Pasadena

Mr. R. Ridley, Controller

F, S, U

5

626-744-7497

Rancho Cucamonga

Ms. T. Layne, Finance Officer

F, S, U

41

909-989-1851

Redondo Beach

Ms. M. Ruhland, Assistant Finance Director

F, S

2

310-318-0683

Riverside

Ms. N. Garcia, Controller

F, S, U

1

951-826-5466

Rolling Hills

Mr. T. Shea, Finance Director

F

10

310-377-1521

Rosemead

Ms. G. Molleda, City Manager

F, S

3

626-569-2146

San Bernardino Municipal Water
Department

Ms. C. Mouser, Director of Finance

F

1

909-453-6010

San Clemente

Mr. J. Rahn, Finance Director

F

3

949-361-8360

San Joaquin Council of Governments

Ms. G. Orosco, Chief Accountant

F, S

1

209-235-0454

Santa Fe Springs

Mr. T. Hickey, Director of Finance and
Administrative Services

F, S

5

562-409-7522

Santa Monica

Ms. G. Decavalles-Hughes, Finance Director

F, S

4

310-458-8281

Six Basins Watermaster

Mr. L. Stahlhoefer, Controller

F

7

949-420-3030

Solana Beach

Mr. R. Greek, Interim Finance Director

F

6

858-720-2495

Sonoma County Fair & Exposition, Inc.

Mr. M. Margetts, Fair Financial Officer

F

1

707-573-9342

Three Valleys Water District

Mr. J. Linthicum, CFO

F, U

11

909-621-5568

Union Sanitary District

Ms. L. Brenner, FS Coach

F, U

3

510-477-7647

Yolo County

Mr. C. Rinde, CFO

F, S

1

530-666-8050

Client

Contact Person

Ontario

Service Codes:
F- Financial Audit
S- Single Audit
I- Internal Audit
U - Utility Agency
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FIRM QUALIFICATIONS AND EXPERIENCE
ABOUT OUR FIRM
LSL is a regional, full-service firm with offices in Brea (headquarters), Santa Ana, and Sacramento, California.
Established in 1929, LSL has grown as a leader in the governmental auditing industry. We offer a team of educated
professionals with extensive experience in auditing government entities. Our clients have grown to understand that
an audit from LSL provides them with a wealth of knowledge, confidence, and value-added services. For this and
many other reasons, our firm has consistently been named one of the “Top Orange County firms” by the Orange
County Business Journal. We were also on the list of CalCPA’s Top 150 firms.
Our firm has approximately 125 employees including 15 partners. Our governmental staff consists of four partners,
two senior managers, three managers, four supervisors, six seniors, and fourteen professional staff.

EXPERIENCE
Currently, we provide auditing services to over 70 municipal clients in California. Our extensive experience in local
government auditing has led to the development of efficient procedures that provide numerous benefits to our
clients. Approximately 30% of our practice deals with the government sector and related services. Generally, our
government sector services break down into the following major classifications: attestation, compliance,
performance, strategic planning, and tax services.
As a firm, we have extensive experience with audits of municipalities in California including Cities, Counties, Water,
and Electric Utilities, and compliance with OMB Uniform Guidance. We are familiar with all federal and state grant
programs typically awarded to municipalities. We have also performed engagements related to bond reporting,
including issuing letters of comfort and other services.

BREA OFFICE
The engagement with the District will be staffed from our Brea office, and the engagement team currently includes
the following: three partners, one senior manager, one audit supervisor, one audit senior, and two to three staff
auditors.

GFOA AWARD PROGRAM
We understand the importance of obtaining and maintaining the Certificate of Excellence in Financial Reporting
from the GFOA. We are confident that our firm has the depth and breadth of experience to support the District in
obtaining the award of excellence in financial reporting.
We prepare the financial statements and footnote disclosures for most of our local governments that have received
the GFOA award. All of our governmental partners, managers, and seniors have been closely involved in the
preparation of these reports.
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FIRM QUALIFICATIONS AND EXPERIENCE (Continued)
SINGLE AUDIT EXPERIENCE
Our firm has significant experience in performing Single Audits for local government agencies, completing over 50
of them annually. We perform Single Audits for many of our clients under the audit requirements of Title 2 U.S.
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements of Federal Awards (Uniform Guidance). In addition, we require that all our audit staff, from
experienced staff and up obtain an intermediate and/or advanced AICPA Single Audit Certification prior to
performing single audits for our clients.
Below are a few examples of federal programs the engagement team for the District has had recent experience in
auditing:

C6

CFDA #

US Department of Agriculture

10.557

US Department of Housing & Urban
Development
US Department of Housing & Urban
Development
US Department of Housing & Urban
Development
US Department of Housing & Urban
Development
US Department of Housing & Urban
Development
US Department of Housing & Urban
Development
US Department of Transportation

14.195

Name of Program
Special Supplemental Nutrition Program for Women,
Infant, and Children
Section 8 Housing Assistance Payment Program

14.218

Community Development Block Grants/State’s program
and Non-entitlement Grants in Hawaii
Community Development Block grants/State’s program
and Non-entitlement Grants in Hawaii
HOME Investment Partnerships Program

14.228
14.239
14.856
14.871

Lower Income Housing Assistance Program section 8
moderate rehabilitation
Section 8 Housing Choice Vouchers

20.106

Airport Improvement Plan

US Department of Transportation

20.205

Highway Planning and Construction

US Department of Transportation

20.507

Federal Transit Formula Grants

US Department of Health and Human Services

93.563

Child Support Enforcement

US Department of Health and Human Services

93.667

Social Services Block Grant

US Department of Health and Human Services

93.676

Unaccompanied Alien Children Program

US Department of Health and Human Services

93.778

Medical Assistant Program – Medicaid Cluster

US Department of Homeland Security

97.067

Homeland Security Grant Program

US Department of the Interior

15.504

Title XVI Water Reclamation and Reuse

US Department of the Interior

15.507

WaterSMART

Environmental Protection Agency

66.958

Water Infrastructure Finance and Innovation
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FIRM QUALIFICATIONS AND EXPERIENCE (Continued)
TECHNOLOGICAL CAPABILITIES
LSL is always at the forefront of technology and finding ways to increase efficiency in our audits. Our goal is to
effectively streamline the audit process to make the burden of an audit easier on our clients.
ADAPTING TO A POST COVID-19 AUDIT RELATIONSHIP
At LSL with technology being one of our core values, we were already operating in a cloud-based, often remote
environment, prior to the onset of COVID-19. We experienced no issues performing remotely and have found ways
to increase efficiencies and the quality of our audits utilizing some of the tools available. Having the customizable
LSL CaseWare Cloud Portal makes the exchange of secure information easy and painless, while utilizing Zoom
and Microsoft Teams has allowed us to communicate in a face-to-face setting, giving us the ability to share screens
and information in real time.
CASEWARE
We are partners with and utilize CaseWare to perform our audit and retain electronic work papers and supporting
documentation in a completely cloud-based platform. During our preparation of the CAFR, all financial statements
and schedules are linked to CaseWare and audit documentation which ensures accuracy and consistency with
District records and eliminates the risk of manual errors.
LSL CASEWARE CLOUD PORTAL
Our web-based portal system gives our clients the ability to share information in a secure platform that is user
friendly and easy to use. This portal is integrated with CaseWare OnPoint Collaborate, a state-of-the-art tool which
takes collaborative and accounting and auditing to the next level. It facilitates direct communication with clients
throughout the audit to provide and receive feedback, tracks activity, such as, audit requests, client uploads, and
audit progress, all within a secure hub where access can be restricted to only individuals needing the information
where necessary. This tool eliminates the need to send sensitive documents through e-mail and provide efficiencies.
Each client dashboard can be customized to ensure it fits their exact needs.
DATA EXTRACTION & AUDIT ANALYTICS
We believe a software is only as effective as those who know how to use it. That is why we train all of our staff and
incorporate into our audit approach the use of CaseWare Analytics AI and IDEA. These two complement one
another to create a risk-based transaction analysis tool that we utilize to scan transaction sets and find exceptions
that warrant further investigation, as well as give our clients additional assurances that previously may not have
existed. These tools give a high-level summary to users and reduce the time spent in transaction analysis but
automatically performing multiple tests on the entire transaction set assisting in identifying duplicate payments, high
risk journal entries and developing expectations for analytical procedures utilized during the audit.
EXPERIENCE WITH ERP SYSTEMS
Many of our clients have updated their systems software with new Enterprise Resource Planning (ERP) systems
through the years. We have been available for questions and recommendations, including assistance with the
vendor selection process. Our clients upgrading to more sophisticated ERP systems has allowed us to gain a better
understanding of each ERP system and its unique capabilities. We often obtain read-only access to our clients’
software and can work directly within the system. This allows us to provide useful observations and
recommendations in internal control and also provides for efficient audit test work. Some of the ERP and Property
Tax System we have extensive experience with include Tyler Technologies (Munis, New World, Eden), One
Solution, Oracle, SAP, Infor & Megabyte and more.
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FIRM QUALIFICATIONS AND EXPERIENCE (Continued)
INNOVATION & PARTNERSHIPS
Innovation is a top priority and key principle for LSL. As mentioned previously, we utilize and are working with
CaseWare and are creating ways to incorporate artificial intelligence techniques and robotic process automation
into both the audit and financial reporting process. We are working to design these tools to not only maximize
efficiency during the audit process, but also to give our clients tool and real-time data that they can utilize throughout
the year to make informed decisions. Our goal is to create client dashboards that can pull data directly from your
ERP system to ease your burden on reporting and to ensure the information you have at your fingertips is always
as up to date as possible, providing the utmost value to our clients as more than just auditors.

IDENTIFICATION OF ANTICIPATED POTENTIAL AUDIT PROBLEMS
With our familiarity with similar government agencies, we do not anticipate unusual audit problems. The primary
challenge we anticipate in general is the new audit landscape we have been put into given the current COVID-19
related pandemic. Audits are now being performed primarily remotely, and we plan on this remaining in place for
the future. This challenge will be alleviated by frequent communication between the audit team and the District, a
secure upload system to provide all documents, and clear expectations as far as fieldwork dates and timing of
reports. The only special assistance requested from District staff would be the need to possibly scan documents
that are currently not available in electronic form, as well as potentially read-only access to the District’s financial
reporting system to view items and information remotely.

INDEPENDENCE
We meet the independence requirements as defined by Government Auditing Standards for the District. Our
partners do not own any other business organization that has in the past, or will in the future, be providing services,
supplies, materials, or equipment to the District. LSL will provide written notice of any other reportable professional
relationship entered into during the period of the proposed agreement. If we are awarded this contract, LSL will
evaluate and review engagement partner relationships with the District and make rotations as needed to ensure
independence and comply with California regulations.

DESK REVIEWS / DISCIPLINARY ACTION
There have been no disciplinary actions against our organization since its inception. There are have been
no litigations against our firm in the past three years. Our Single Audit reports are desk reviewed either by the
federal cognizant agency or the State Controller’s Office acting as the Oversight Agency. We have never had a
report rejected by any of these agencies and are highly regarded and recognized by the staff of the
State Controller’s Office for top quality reports.

PEER REVIEW
We have participated in the peer review program since its inception. All of our peer reviews covered governmental
engagements and have received pass ratings. The most recently completed peer review was conducted by Mark F
Willie, A Professional Accountancy Corporation, and a copy of the report is included on the following pages.
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PEER REVIEW LETTER
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PERSONNEL
The most critical component in the successful completion of an audit is the personnel assigned to carry out the
responsibilities. We have assembled a team composed of individuals with an optimum mix of talents. The personnel
assigned have experience in performing the tasks for which they are responsible, as well as familiarity with all
municipal accounting operations. Additionally, each has developed extensive skills in a variety of other
complementary subjects through their work with clients in other industries. Thus, the experience gained on previous
assignments can be applied and tailored to the unique needs of your organization. Moreover, the partners at LSL
are an integral part of the audit process and will be overseeing and supervising staff personnel in the field.

ORGANIZATIONAL CHART

EASTERN MUNICIPAL WATER DISTRICT

Bryan Gruber , CPA
Technical Resource Partner
Over 17 years of experience

Deborah A. Harper, CPA
Quality Assurance Partner
Over 20 years of experience

Richard Kikuchi, CPA
Engagement Partner
Over 29 Years of experience

Frank North,CPA
Senior Assurance Manager
Over 22 years of experience

Jocelyn Esparza,CPA
Assurance Manager
Over 7 years of experience

Geoffrey Horita, CPA
Assurance Supervisor
Over 5 years of experience

STAFF
AUDITOR

STAFF
AUDITOR

STAFF
AUDITOR
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PERSONNEL (Continued)
ENGAGEMENT TEAM
The engagement team for the District and the extent of experience they have in auditing governmental entities in
California is noted in the organizational chart on the previous page. The audit team will also consist of an additional
2 to 3 staff auditors from our Brea office for audit fieldwork. All staff assigned to the District will be employed by LSL
on a full-time basis. LSL will not be subcontracting any portion of the audits of the District.
Richard has over 30 years’ experience in the government industry as an audit partner and known industry expert.
He currently serves as a technical reviewer for the Government Finance Officers Association (GFOA) and the
California Society of Municipal Finance Officers (CSMFO). He sat on the CSMFO Special Districts Technical
Committee and has taught an Introductory Governmental Accounting course through the CSMFO Career
Development Committee. Richard recently sat on the California State Board of Accountancy’s Qualifications
Committee, which is an advisory committee established to examine and to make recommendations for all applicants
for the license of Certified Public Accountants
Deborah Harper serves on the CalCPA Governmental Accounting and Auditing Committee, a committee specific to
the State of California that has been responsible for numerous white papers and technical clarifications, including
those for GASB 68 and 75. This equips our firm with the latest knowledge and expertise to train our government
audit professionals on the proper implementation of new GASB pronouncements, an advantage that extends to our
clientele.

CONTINUING EDUCATION
As a firm policy, all professional government staff meet the requirement of 40 hours of continuing education every
year, with at least 24 hours in governmental accounting and auditing in a two-year period. Our educational programs
include training from CalCPA, AICPA, Government Audit Quality Center, and GFOA.
We have continuous talent development throughout the year that focuses on new government pronouncements.
Deborah Harper, the Assurance Partner assigned to this engagement and the firm’s Learning Director, is an elite
executive member of the AICPA Government Audit Quality Center Executive Committee. As a member of this
committee, she routinely participates in the creating process of new AICPA Audit Guides and partakes in the
discussion of Uniform Guidance requirements and changes, which allows her immediate access to oversight and
cognizant agencies for any technical questions that may arise.

QUALITY OF STAFF ASSURANCE
LSL will ensure the quality of staffing over the term of the engagement through firm policies which provide for
maintaining continuity of engagement teams, except in instances where an employee has left the firm or has been
promoted. All other changes in staffing supervisor and above will first have the District’s expressed written
permission. Our focused efforts to obtain and retain quality staff have further enabled us to provide high levels of
services to our clients. If changes are required, our extensive team of government auditors provides for qualified
replacements.
Resumes for the personnel assigned to the engagement with the District can be found on the following pages and
list their governmental auditing experience, applicable continuing professional education for the past three years,
and memberships in professional organizations relevant to the performance of the audit of the District.
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PERSONNEL (Continued)
ADDITIONAL GOVERNMENT RESOURCES
At LSL our government team and leadership work hand in hand throughout the year to ensure our clients feel they
are getting the value they deserve from experts in the government industry who understand the challenges you
face. Additional resources from our government leadership also accessible to you are show below.
Gail Gray, CPA, Partner – Technology Consulting Services
Gail has over 25 years’ experience in the government industry as a trusted consultant
to her clients, that is able to assist with all areas of a government. She co-developed
the GASB template for CAFR and Budget reporting with CaseWare. Currently, Gail
and her team provide all the GASB content for the updates of CaseWare’s GASB
template. She has worked with over 100 governmental entities across the United
States to train their teams on governmental accounting standards, GASB reporting
for both CAFR and Budget books. Gail serves on GFOA’s CAFR and Budget book
review programs for the Certificate of excellence in reporting. In addition, she works
with LeaseQuery and UI Path to assist clients with the implementation of GASB 87,
as well as creating bots and finding ways to automate processes for government
agencies on restrictive budgets.

Attachment: Exhibit A - LSL Proposal for Auditing Services (4897 : Approve & Authorize 3-Year Contract for Professional Auditing Services)

4.B.a

15
www.lslcpas.com

Packet Pg. 214

RICHARD K, KIKUCHI, CPA
Engagement Partner

ACHIEVEMENTS
Richard currently serves as a technical reviewer for the Government Finance Officers Association (GFOA) and the
California Society of Municipal Finance Officers (CSMFO). He sat on the CSMFO Special Districts Technical
Committee and has taught an Introductory Governmental Accounting course through the CSMFO Career
Development Committee. Richard recently sat on the California State Board of Accountancy’s Qualifications
Committee, which is an advisory committee established to examine and to make recommendations for all applicants
for the license of Certified Public Accountant.
LICENSE
Certified Public Accountant - California 1991
CONTINUING EDUCATION
Total hours were 142 in last three years of which 68 were in governmental accounting and auditing subjects.
Richard has met the Governmental Auditing Standards requirement for governmental CPE.
MEMBERSHIPS
California Society of Certified Public Accountants (CalCPA)
American Institute of Certified Public Accountants (AICPA)
California Society of Municipal Finance Officers, Associate Member (CSMFO)
Government Finance Officers Association, Associate Member (GFOA)
EXPERIENCE:
Richard has over 29 years of experience in governmental audits. He is currently involved on the following major
municipal engagements which include utilities and regulatory accounting:
City of Pasadena
City of Santa Monica
City of Big Bear Lake
City of Irwindale
City of Indio
City of Ontario
City of Rancho Cucamonga

City of Agoura Hills
City of Chula Vista
City of Monrovia
City of Palm Desert
City of Fullerton
City of Manhattan Beach
Community Development Commission
of the County of Los Angeles

Attachment: Exhibit A - LSL Proposal for Auditing Services (4897 : Approve & Authorize 3-Year Contract for Professional Auditing Services)

4.B.a

16
www.lslcpas.com

Packet Pg. 215

Richard K. Kikuchi, CPA, Managing Partner (Continued)
This work entailed the preparation of the Comprehensive Annual Financial Report for those entities involved in the
award programs of the California Society of Municipal Finance Officers and the Government Finance Officers
Association of the United States and Canada. Richard is responsible for overseeing federal single audits for these
clients. These audits have met the requirements of the OMB and have been desk reviewed by the State Controller’s
Office.
EDUCATION
Bachelor of Arts in Business Administration with an emphasis in Accounting –
California State University, Fullerton 1985
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BRYAN S. GRUBER, CPA
Technical Resource Partner

ACHIEVEMENTS
Bryan is a recognized expert in the field of Governmental Accounting and Auditing. He has made numerous
presentations for CSMFO at the annual conference and local chapter meetings throughout the state on current
accounting and auditing material. He has also served as a technical reviewer for the Government Finance Officers
Association (GFOA) for over 10 years. Bryan routinely teaches current audit and accounting related material at
Lance, Soll & Lunghard, LLP’s training seminars, webinars, and client education workshops and training events.
LICENSE
Certified Public Accountant - California 2008
CONTINUING EDUCATION
Total hours were 132 in last three years of which 74 were in governmental accounting and auditing subjects. Bryan
has met the Governmental Auditing Standards requirement for governmental CPE.
MEMBERSHIPS
California Society of Certified Public Accountants (CalCPA)
American Institute of Certified Public Accountants (AICPA)
California Society of Municipal Finance Officers, Associate Member (CSMFO)
Government Finance Officers Association, Associate Member (GFOA)
Association of Local Government Auditors
EXPERIENCE
Bryan has over seventeen years of experience in governmental audits including CAFR audits, component-unit
audits and Single Audits. He has also made numerous presentations to City Councils, Boards of Directors and Audit
Committees. He has been involved in the following governmental engagements:
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Bryan S. Gruber, CPA, Partner (Continued)
City of Redondo Beach
City of Burbank
City of Santa Barbara
City of Emeryville
Foothill Transit Authority
San Diego County Water Authority
Union Sanitary District
Monterey One Water

Orange County Water District
Three Valleys Municipal Water District
City of Oceanside
City of Palm Springs
Orange County Fire Authority
City of Solana Beach
Orange County Sanitation District
Ontario International Airport

This work entailed:
 The preparation of the Comprehensive Annual Financial Report for those entities involved in the award
programs of the Government Finance Officers Association of the United States and Canada.
 Review the audit of these entities provide and technical assistance throughout the year to provide the
most up to date information with current GASB pronouncement.
 Present the overall audit results to audit committees or other Board Members.
 Risk assessment, internal controls evaluation with COSO and Federal Green Book
 Single Audits in accordance with new Uniform Guidance
EDUCATION
Bachelor of Arts Degree in Business Administration with an emphasis in Accounting –
California State University, Fullerton, 2004
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DEBORAH A. HARPER, CPA
Quality Assurance Partner

ACHIEVEMENTS
Deborah was accepted as a 2015 and 2016 executive committee member of the AICPA Government Audit Quality
Center, which is a national division for governments. As an executive board member, Deborah participates in the
development, review, and first-hand discussion of new standards and guidance published in the AICPA Audit
Guides which is provided to audit firms across the country.
In 2017, Deborah participated in the GASB Research Note Disclosure Reexamination Roundtable.
Deborah leads the Lance, Soll & Lunghard, LLP training program and serves as the firm Learning Director.
LICENSE
Certified Public Accountant - California 2005
CONTINUING EDUCATION
Total hours were 132 in last three years of which 68 were in governmental accounting and auditing subjects.
Deborah has met the Governmental Auditing Standards requirement for governmental CPE.
MEMBERSHIPS
California Society of Certified Public Accountants (CalCPA)
American Institute of Certified Public Accountants (AICPA)
California Society of Municipal Finance Officers, Associate Member (CSMFO)
Government Finance Officers Association, Associate Member (GFOA)
Governmental Accounting and Auditing Committee
AICPA Government Audit Quality Center
EXPERIENCE
Deborah has over twenty years of experience in governmental audits. During her time with the firm, she has
performed all phases of our government audits and made numerous presentations to Boards of Directors and Audit
Committees.
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Deborah A. Harper, CPA, Partner (Continued)
She has been involved on the following similar engagements:
Cucamonga Valley Water District
Coachella Valley Water District
Inland Empire Utilities Agency
East Bay Municipal Utilities District
City of Pasadena
City of Santa Monica
City of Monrovia
City of Orange
City of Seal Beach

Sutter County
Yolo County
City of Riverside
City of Camarillo
City of Thousand Oaks
City of Corona
City of Banning
City of Claremont
City of Brea

This work entailed:
 The preparation of the Comprehensive Annual Financial Report for those entities involved in the award
programs of the California Society of Municipal Finance Officers and the Government Finance Officers
Association of the United States and Canada.
 Review the audit of these entities and provide technical assistance throughout the year to deliver the
most up to date information with current GASB pronouncement.
 Present the overall audit results to audit committees or other Board Members.
TRAINING COURSES
Deborah provides training courses throughout California. She provides training to the California Association of
State Auditors, the County Auditors, and the California Society of Municipal Finance Officers. In addition, Deborah
provides courses to a variety of Cities throughout the year on current and upcoming GASB pronouncements.
Recent courses included:
 GASB 87, Lease Accounting
 Introductory to Government Accounting
 GASB update
 Preliminary Views on Financial Reporting
 Internal Control Risk Assessments
EDUCATION
Bachelor of Arts Degree in Business Administration with an emphasis in Accounting –
California State University, Fullerton, 2000
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FRANK C. NORTH, CPA
Senior Assurance Manager

ACHIEVEMENTS
Frank currently serves as a technical reviewer for the Government Finance Officers Association (GFOA).
LICENSE
Certified Public Accountant - California 1996
CONTINUING EDUCATION
Total hours were 142 in last three years of which 86 were in governmental accounting and auditing subjects.
Frank has met the Governmental Auditing Standards requirement for governmental CPE.
MEMBERSHIPS
California Society of Certified Public Accountants (CalCPA)
American Institute of Certified Public Accountants (AICPA)
EXPERIENCE
With over twenty-two years of experience in governmental audits, Frank has established himself as an outstanding
asset and resource at LSL. He has demonstrated his talents in the areas of municipal accounting and auditing.
During his time with the firm, Frank has performed all phases of our municipal audits, including CAFR audits,
successor agency audits, component units, municipal utilities, and single audits. He has been involved in the
following municipal engagements:
City of Riverside
City of Irwindale
City of Chino Hills
City of Malibu
City of Santa Barbara
City of Palm Springs

City of Big Bear Lake
City of Ontario
City of Rancho Cucamonga
Los Angeles Community Development Authority
City of Manhattan Beach
City of Grand Terrace

This work entailed:
 The preparation of the Comprehensive Annual Financial Report for those entities involved in the award
programs of the California Society of Municipal Finance Officers and the Government Finance Officers
Association of the United States and Canada.
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Frank C. North, CPA, Senior Manager (Continued)


Review the audit of these entities and provide technical assistance throughout the year to deliver the most
up to date information with current GASB pronouncement.



Present the overall audit results to audit committees or other Board Members.

City of Ontario
The City of Ontario is a large city consisting of a variety of governmental and business-type funds including internal
service funds. As the Senior Audit Manager, it has been Frank’s responsibility to oversee the fieldwork for all areas
of the financial audit, including assisting the City with the preparation of the Comprehensive Annual Financial
Report, and the Single Audit in accordance with the Uniform Guidance. The City of Ontario receives the GFOA
Award for Excellence in Financial Reporting each year.
Los Angeles Community Development Authority
The Community Development Commission of the County of Los Angeles is a local government agency consisting
of a variety of governmental and business-type funds including internal service funds. As the Senior Audit Manager,
Frank’s responsibility has been to oversee the fieldwork for all areas of the financial audit, including reviewing the
draft of the Comprehensive Annual Financial Report for submission to the GFOA Award for Excellence in Financial
Reporting program, and reviewing the Single Audit in accordance with the Uniform Guidance.
City of Manhattan Beach
As Senior Audit Manager, Frank’s responsibility has been to oversee the fieldwork for all areas of the financial audit,
including assisting the City of Manhattan Beach with the preparation of the Comprehensive Annual Financial Report,
and the Single Audit in accordance with the Uniform Guidance. The City of Manhattan Beach receives the GFOA
Award for Excellence in Financial Reporting each year.
EDUCATION
Bachelor of Arts Degree in Business Administration with an emphasis in Accounting –
California State University, Fullerton, 1990
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JOCELYN ESPARZA, CPA
Assurance Manager

LICENSE
Certified Public Accountant – California 2017
License #132579
AICPA Advanced Single Audit Certificate – 2020
CONTINUING EDUCATION
Total hours were 132 in last three years of which 82 were in governmental accounting and auditing subjects.
Jocelyn has met the Governmental Auditing Standards requirement for governmental CPE.
MEMBERSHIPS
California Society of Certified Public Accountants (CalCPA)
California Society of Municipal Finance Officers (CSMFO)
American Institute of Certified Public Accountants (AICPA)
EXPERIENCE
During her time with LSL, Jocelyn has progressed in an outstanding manner. She has performed all phases of our
government audits, including water districts, other special districts, CAFR audits, successor agency audits and
Single Audits. She has been involved in the following municipal engagements:
Camarillo Ranch Foundation
City of Camarillo
City of Citrus Heights
City of Dixon
City of Dinuba
City of Emeryville
City of Galt
City of Live Oak
City of Newark
City of Pasadena
City of San Dimas
City of Vacaville

City of Vallejo
Covered California
County of Sutter
County of Yolo
East Bay Municipal Utility District
Georgetown Divide Public Utility District
Monterey One Water
Monterey Peninsula Airport District
San Joaquin Council of Governments
Sonoma County Fair & Exposition, Inc.
Union Sanitary District

EDUCATION
Bachelor of Arts Degree in Business Administration, Concentrations in Accounting & Information Systems –
California State University, Fullerton, 2013
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GEOFFREY HORITA, CPA
Assurance Supervisor

LICENSE
Certified Public Accountant – 2019
License #141033
AICPA Intermediate Single Audit Certificate – 2020
CONTINUING EDUCATION
Total hours were 110 in the last year of which 104 were in governmental accounting and auditing subjects. Geoffrey
has met the Governmental Auditing Standards requirement for governmental CPE.
EXPERIENCE
In the time that Geoffrey has been with LSL, he has evolved in an exceptional measure. During his time with the
firm, Geoffrey has performed all significant phases of our government audits, including cities, water districts, other
special districts, CAFR audits, successor agency audits, and Single Audits. He has been involved in the following
municipal engagements:
City of Fullerton
City of Lake Elsinore
City of Pasadena
City of San Clemente
City of Inglewood
Three Valleys Municipal Water District
City of Rancho Cucamonga
City of Diamond Bar
City of Indio
City of Imperial Beach
City of Chino Hills
Community Development Commission of the
County of Los Angeles

Ontario International Airport Authority
San Bernardino Municipal Water Department
Inland Empire Utilities Agency
City of Riverside
City of Oceanside
City of Chula Vista
City of Cypress
City of Camarillo
City of Santa Monica
City of Santa Fe Springs
City of Solana Beach

EDUCATION
Bachelor of Science in Business Administration, Concentration in Accounting –
California State University, Pomona, 2016
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APPROACH AND UNDERSTANDING OF THE REQUIREMENTS
We utilize a governmental audit program which we will tailor to the District’s operations. The tailoring is necessary
to accommodate specific client circumstances and to recognize differences in the organizational structure. Our audit
programs are organized by financial statement category. This approach takes full advantage of our accumulated
experience. The primary benefit is that the risk of omitting important procedures is substantially reduced. We believe
that this approach tends to be the most effective and efficient for an entity such as the District. The audit procedures
are listed in the most logical sequence which improves efficiency. The savings in effort and time gained by using
our audit program can free an auditor’s attention for unusual or difficult situations that may arise. The audit programs
are designed to increase audit efficiency by linking financial statement assertions, audit objectives, and procedures
that are basic to most governmental audit engagements.

PROPOSED SEGMENTATION
The services will be divided into three segments.
Segment 1 - Planning and Obtaining an Understanding: LSL will provide an annual audit communication letter,
engagement letter, and Government Audit Quality Center Information letter. The audit communication letter is to be
provided to the Board of Directors. In addition, this can be communicated orally to the Board of Directors or auditcommittee, if requested. This communication will discuss the planning stages, the responsibilities of the Board of
Directors, Auditors, and Management, and provide an opportunity for communication with us as the auditors.
An entrance conference will be scheduled ahead of the engagement that is used to obtain an understanding of the
District’s internal controls. This meeting helps to ensure that the transition to new auditors is as seamless as
possible. Discussions in this meeting include, but are not limited to, the following: Understanding of reports and key
milestones for deliverables, prior audit reportable conditions and issues, and “Prepared by Client” (PBC) schedules.
LSL’s audit team will meet before our initial engagement meeting to brainstorm and discuss economic conditions,
industry elements, and new standards that will affect the District. A trial balance is requested for our planning
meeting to assist the LSL team in obtaining knowledge and preparing expectations for the audit year. We will
compile a list of PBC items based on our review of the prior year's financial statements and the information gathered.
This will be provided to the District one month prior to our visit or earlier if requested. We operate on a paperless
software system and provide a secured cloud-based portal for all clients. The District will have a separate folder
that can be customized to organize, and upload requested schedules, support documents, etc.
If available, a current Schedule of Expenditures of Federal Awards (SEFA) will be evaluated during this segment to
make a preliminary determination of the District’s major programs. This allows us to properly plan and schedule the
timing of the Single Audit with the appropriate finance personnel as well as appropriate grant managers. LSL will
make every effort to be proactive in our network of federal grants during the interim stages of the audit.
After our interim on-site visit, we will have an exit meeting to discuss potential weaknesses, if any, and provide any
feedback for improvements or valuable information we have gathered from our outside clientele that would benefit
the District.
Segment 2 - Financial Audit Testing: Based on the information gathered each year thus far, we will utilize a
customized audit program based on the risk assessment developed during our assessment of the District’s
internal controls and Government Auditing Standards. The primary benefit of a tailored program is a focused
set of procedures to address relevant areas. We believe that this approach will be the most effective and efficient
by linking financial statement assertions, audit objectives, and procedures that are basic to most governmental
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APPROACH AND UNDERSTANDING OF THE REQUIREMENTS
(Continued)
audit engagements and critical to compliance with other material laws and regulations. We will annually compile
another customized PBC list for the year-end on-site visit provided at least one month prior or earlier if requested.
We will request a trial balance for our analytical review to be provided one week before our arrival.
Year-end fieldwork will include testing of the balance sheet, revenue and expenditures accounts, confirmation of
selected balances, analytical procedures, evaluation of the internal controls, and preparation of reports and letters.
Segment 3 - Conclusion: Based on our year-end exit meeting we will schedule a plan to finalize the CAFR
according to the timetable of the District. We will schedule dates for the initial and final drafts including time for the
review and approval of the financial statements. This period will also account for the review of the engagement
partner and quality assurance partner. After the review and receipt of the signed Representation Letter from the
District, we will provide the final report by the date mutually agreed upon each year.

SAMPLE SIZE AND EXTENT OF STATISTICAL SAMPLING
Our approach may be to utilize statistical sampling in the areas of receipts, disbursements, and payroll. Here we
develop a statistical conclusion based upon an initial computer selected random sample which is based on the
population and other risk factors identified. If errors are noted in the sample, the sample size will be expanded. We
believe that a random selection can be efficient while providing each item in the population an equal chance of
being selected. Additionally, we may select a stratified sample of all transactions over a specified dollar limit for
review. This allows us to cover all high dollar value transactions not otherwise selected in the random sample. Our
samples are selected randomly utilizing IDEA data analysis software.

TYPE AND EXTENT OF ANALYTICAL PROCEDURES
For the audits of the financial statements, we will use analytical procedures as an overall review of the financial
information in the preliminary and final stages of the audits. These procedures are designed to assist us in planning
our audits and in assessing the propriety of the conclusions reached and evaluating the overall financial statement
presentation. The procedures to be utilized consist of determining expectations for changes to significant revenue,
expenditure, and balance sheet accounts, reading the financial statements and related notes, reviewing the budget
and related material, and focusing on overall relationships within the financial statements. Once determined, these
are reviewed to evaluate if the changes appear reasonable or require further analysis. For all significant differences,
explanations are obtained as to why the situation occurred and additional substantive procedures may be applied,
and related evidence gathered to resolve concerns and questions.
We ask that the District provide a check register electronically for July 1st forward (period after the audit year), so
we can pre-select our sample for accounts payable cut-off test work and provide that information ahead of time.
Our PBC list will detail out schedules we would like provided, which is directed straight from the audit report. Support
requested and sampling for these schedules will be assessed each year based on the strengths and weaknesses
of the internal control processes of the District, and the materiality level of the account. We will discuss our analytical
variances with the District and obtain documentation that provides support for the accounts.
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APPROACH AND UNDERSTANDING OF THE REQUIREMENTS
(Continued)
APPROACH TO UNDERSTANDING THE DISTRICT’S INTERNAL CONTROL STRUCTURE
To gain an understanding of the internal control structure over the financial statements, we will perform procedures
as required by SAS 122-125. This will include a review of internal controls in the areas of financial reporting, cash,
revenues and receivables, expenses and accounts payable, payroll, capital assets, long-term debt, and grant
reporting, as applicable.
Based on the result of our review, we will issue a management letter (SAS 115 Letter) that will identify any significant
deficiencies and/or material weaknesses noted. This report is required by the Government Auditing Standards
issued by the Comptroller General of the United States. Auditing Standards require auditors to obtain an
understanding of the entity and its environment along with assessing the risks of material misstatements. LSL
obtains an understanding through a variety of ways throughout the year, but the most pertinent time each year is
during our interim engagement meeting. We will conduct interviews with the management of finance along with
each audit section responsible party (e.g., cashier, accounts payable clerk, payroll clerk, etc.) to review the
processes and controls through observation and discussions. Based on our observations, we will sample
transactions as part of a “walk-through” to verify the system of control is working in accordance with policies and
procedures. Each year, we will provide a list of randomly selected District employees to interview for SAS 99 fraud
interviews. This list will consist of all levels and across all departments within the District. Requirements

DETERMINING LAWS AND REGULATIONS SUBJECT TO AUDIT TEST WORK
The Laws and Regulations that will be subject to audit test work are determined from the applicable laws,
regulations, contracts, and grant agreements which we identify through the understanding we obtain of the District
and our extensive experience with governmental entities.

DRAWING AUDIT SAMPLES
For tests of controls, we use audit sampling. Tests of controls are procedures directed towards determining the
effectiveness of the design or operation of an internal structure policy or procedures. Normally, audit sampling is
used for tests of controls and tests of compliance that involve inspection of documents and reports indicating the
performance of the applicable policy or procedures and compliance with the applicable laws and regulations. These
sampling procedures test the operating effectiveness of an internal control structure policy or procedures by
determining how the policy or procedure was applied, the consistency with which it was applied during the audit
period, and by whom it was applied. To achieve this goal, we will draw samples for disbursements, receipts, and
payroll when applicable. Each document selected will be tested for various attributes that are designed to verify
compliance with different aspects of internal controls and applicable laws and regulations. Additionally, each sample
item will be tested for coding to the proper accounts and posting to the general ledger. Sample sizes vary based on
the population and risk-based calculations.
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APPROACH TO AUDITING THE DISTRICTS PENSION AND OPEB LIABILITIES IN
ACCORDANCE WITH GASB 68 AND GASB 75
As part of LSL's test of active controls over the District's payroll transaction cycle, we include specific tests over the
District's pension and OPEB reporting throughout the current audit year. This test work entails sampling active
employees as well as various payroll periods during the year in order to obtain audit evidence that the controls are
operating effectively.
Pension- The GASB 68 accounting valuation report relies on liabilities and related validation work performed by the
CalPERS Actuarial Office as part of each annual funding valuation for the District's Plan. To test the census data
and benefit provisions underlying the liabilities referenced in each valuation report, we will obtain a listing of
employees as of the valuation date and sample the population to validate demographic information, annualized
compensation and the appropriateness of the employees' inclusion or exclusion in the District's plan. This validation
includes ensuring that information included in the census data agrees to the District's records.
OPEB- The GASB 75 accounting valuation report relies on liabilities and related validation work performed by
contracted an actuarial as part of each annual funding valuation for the District's Plan. To test the census data and
benefit provisions underlying the liabilities referenced in each valuation report, we will obtain a listing of employees
as of the valuation date and sample the population to validate demographic information, annualized compensation
if appropriate and the appropriateness of the employees' inclusion or exclusion in the District's plan. This validation
includes ensuring that information included in the census data agrees to the District's records.
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APPROACH AND UNDERSTANDING OF THE REQUIREMENTS
(Continued)

*Hours assigned are for one major program.
LEVEL OF STAFF ASSIGNED AND NUMBER OF HOURS TO BE ASSIGNED TO OPTIONAL SERVICES
Segment/Task

Partner

Manager

Senior

Exp. Staff

Staff

Total

CAFR Preparation
Testwork
Report/Review/Supervision
Subtotal

4
4

6
6

24
24

-

-

34
34

TOTAL PROPOSED HOURS:

4

6

24

-

-

34

DISCUSSION OF RELEVANT ACCOUNTING ISSUES
The most recent relevant accounting issue impacting the District is the implementation of GASB Statement No. 95,
Postponement of Effective Dates of Certain Authoritative Guidance. This statement postponed several key GASB
pronouncements as a temporary relief to governments and other stakeholders in light of the COVID-19 pandemic.
The two major pronouncements that could impact the District being delayed are GASB Statement No. 84, Fiduciary
Activities, and GASB Statement No. 87, Leases. These statements are now effective in fiscal years 2021 and 2022
respectively.
Regarding how these pronouncements could impact the presentation of the District's financial reports, GASB
Statement No. 84 will require all current fiduciary activities to be identified and analyzed. Fiduciary Funds will no
longer be valid and will be replaced with Custodial Funds that are required to present assets, liabilities, and equities
in the Statement of Fiduciary Net Position. This statement could require the change in classification of some
Fiduciary Funds to Special Revenue Funds, and vice versa, depending on the relationship to the District.
GASB Statement No. 87 will require all leases the District currently is under contract for, both as the lessor and
lessee, to be analyzed and recorded on the District’s financial statements. The term “operating” and “capital” leases
will no longer be relevant, and all leases the District is under contract for will now be recorded and disclosed in
some form.
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DISCUSSION OF LSL'S REVIEW OF EMWD CAFR FOR THE YEAR ENDED JUNE 30, 2020.
We believe in a collaborative effort to achieve great results. Through our review of the District's CAFR for the year
ended June 30, 2020, we have not identified any issues or technical disagreements. However, we offer the following
as points of consideration:
-Page 37- Receivables: Consider presenting grants receivables with other receivables noted further above and
perhaps subtotals.
-Page 37- Deferred outflows - actuarial: Since this line item relates to the District's pension, consider consolidating
this with contributions into one line "Deferred outflows of resources related to pension" so it can be easily tied back
to the illustrative table included in the footnotes.
-Page 38- Deferred inflows - actuarial: Since this line item relates to the District's pension, consider re-titling to
"Deferred inflows of resources related to pension."
-Page 39- Operating expenses: If costs related to OPEB are presented separately, consider presenting pensionrelated costs separately as well.
-Page 39- Nonoperating revenues & expenses: Consider reclassifying connection fee revenue to capital
contributions. This will be consistent with the District's classification of cash received from proceeds of water and
sewer connection fees noted on page 40.
-Page 47- Description of Reporting Entity & Significant Accounting Policies: Consider including mention of new
accounting standards adopted, i.e., GASB 95
-Page 53- Fair Value Measurement: Consider including note describing exclusions to the fair value hierarchy, i.e.,
LAIF & CalTRUST
-Page 77- Contingencies- Consider including note describing effects of COVID on revenues, collectability of
receivables, etc. as necessary.
-Page 83 & 84- OPEB Covered-Employee Payroll- Observation that amounts reported under the 2019 column of
the Schedule of Changes in Net OPEB Liability and Related Ratios should match the 2019 column of the Schedule
of OPEB Contributions (consistent with application of pension)
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AVAILABILITY

CONFLICT OF INTEREST
LSL has no conflict of interest with the Eastern Municipal Water District.
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REFERENCES (EXHIBIT A)
REFERENCE #1
NAME OF FIRM

Santa Clarita Valley Water Agency

ADDRESS

27234 Bouquet Canyon Rd

CITY, STATE,
ZIP CODE
TELEPHONE #

Santa Clarita, CA 91350

CONTACT

Ms. A Aguer, Controller

E‐MAIL ADDRESS

aaguer@scvwa.org

PROJECT NAME
COMPLETION DATE

2020 Government Audits: SCWD; Devil’s Den Water District; Upper SCVJPA;
Santa Clarita Valley Groundwater Sustainability Agency (SCV‐GSA)
December 22, 2020

APPROX. COST

$86,000

(661)-513-1237

REFERENCE #2
NAME OF FIRM

East Bay Municipal Utility District

ADDRESS

375 Eleventh Street

CITY, STATE,
ZIP CODE
TELEPHONE #

Oakland, CA 94607

CONTACT

Ms. A. Miller, Controller

E‐MAIL ADDRESS

Andrea.Miller@ebmud.com

PROJECT NAME

COMPLETION DATE

2020 Government Audits: EBMUD; Employee Pension & Health Benefit Plan;
Bay Area Clean Water Agencies (BACWA); Freeport Regional Water Authority
(FRWA); Dublin San Ramon Services District (DERWA); Upper Mokelumne
Regional Water Authority (UMRWA)
August 31, 2020

APPROX. COST

$77,000

NAME OF FIRM

San Bernardino Municipal Water Department

ADDRESS

1350 S. E Street

CITY, STATE,
ZIP CODE
TELEPHONE #

San Bernardino, CA 92408

CONTACT

Ms. C Mouser, Director of Finance

E‐MAIL ADDRESS

cindy.mouser@sbmwd.org

(510)-287-0271

REFERENCE #3

(909)-453-6010
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PROJECT NAME

Project name: 2020 Government Audits: SBWD; RIX

COMPLETION DATE

November 3, 2020

APPROX. COST

$50,000

LIST OF SUBCONTRACTORS (EXHIBIT B)
We will not be using Subcontractors for this proposal.

VENDOR BUSINESS INFORMATION (EXHIBIT C)
PROPOSER’S BUSINESS INFORMATION

All Proposers shall submit the information as requested below.
1. Length of time your firm has been in business: 92 Years
2. Length of time at current location: Four Years
3. List types and business license number(s): License Number 2584

4. Names and titles of all officers of the firm: Partners: Bryan Gruber, Mike Agresti, Debbie Harper, Richard
Kikuchi, Michael Mangold, David Myers, Adam Odom, Donald Slater, Maria Arriola, Pamela Bustos,
Jonathan Huckabay, Yana Weaver, Brandon Young, Gail Gray

5. Is your firm a sole proprietorship doing business under a different name? YES

or NO

6. If yes, please indicate sole proprietorship name and the name you are doing business under:
7. Please indicate your Federal Tax Number: 95-2700123
8. Is your firm incorporated? YES

or NO

9. Name and remittance address that will appear on invoices: 203 N. Brea Blvd Suite 203, Brea CA
92821
10. Physical Address: 203 N. Brea Blvd suite 203, Brea CA 92821

10. E-Mail Address: richard.kikuchi@lslcpas.com
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FEE PROPOSAL (EXHIBIT D)
DISTRICT AUDIT PRICE FORM

2020/2021

2021/2022

2022/2023

2023/2024

2024/2025

374

Staff
Classification(s)
All Levels

$44,640

$45,533

$46,444

$47,373

$48,320

GANN Limit
Review and
Report

3

All Levels

$330

$337

$344

$351

$358

Single Audit and
Related Reports

34

All Levels

$4,320

$4,406

$4,494

$4,584

$4,676

Assessment
District Audit and
Report
Maximum out‐
of‐pocket cost
reimbursements
Total for Fiscal
Year (not‐to‐
exceed)
OPTIONAL –
Separate Fee
Quote for
District Financial
Report Prep

69

All Levels

$7,910

$8,068

$8,229

$8,394

$8,562

N/A

$Included

$Included

$Included

$Included

$Included

480

$57,200

$58,344

$59,511

$60,702

$61,916

$4,680

$4,774

$4,869

$4,966

$5,065

Service

Hours

District Audit and
Related Reports

34

Amounts (by Classification)

All Levels

AUDITOR’S STANDARD HOURLY BILLING RATES
Position
Partner
(Shareholder)

2020/2021

2020/2022

2022/2023

2023/2024

2024/2025

$290

$296

$302

$308

$314

Manager

$165

$168

$171

$174

$177

Senior Accountant

$120

$122

$124

$126

$129

Staff Accountant

$90

$92

$94

$96

$98

Clerical

$75

$77

$79

$81

$83
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ADDITIONS, DELETIONS AND/OR EXCEPTIONS (EXHIBIT E)

www.lslcpas.com
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EMWD INSURANCE AFFIDAVIT (EXHIBIT F)

www.lslcpas.com
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Approve and Authorize Three-Year
Contract for Professional Auditing
Services
Wilma T. Garriz
April 1, 2021

Attachment: Presentation (4897 : Approve & Authorize 3-Year Contract for Professional Auditing
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Background
• Last RFP for auditing services completed in December
2014.
– In January 2015, Board approved selection of Mayer
Hoffman McCann P.C. (MHM) for five-year contract with
option to extend for two additional years
– In May 2015, Board approved transfer of contract to Davis
Farr, LLP (auditors split from MHM) for remainder of term
of contract
• GFOA best practices for auditing service procurement:
– Multi-year agreements for at least five years in duration
– Undertake competitive solicitation and selection process at
the end of the term of each audit contract

Attachment: Presentation (4897 : Approve & Authorize 3-Year Contract for Professional Auditing
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Request For Proposals
•
•
•
•

Issued January 8, 2021
Deadline February 10, 2021
Seven Firms Submitted Proposals
Key Selection Criteria:
– Qualifications and Experience of Firm
and Personnel
– Approach and Understanding of
Requirements
– Availability (Timeframe to Complete
the Audit)
– Pricing

• Top Three Firms Selected for Interview

Attachment: Presentation (4897 : Approve & Authorize 3-Year Contract for Professional Auditing
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Scope of Work
• Financial statements audit
• Single audit (of expenditures
of Federal awards)
• Agreed-upon auditing
procedures on the
appropriations limit
calculation (GANN limit)
• Assessment districts audit and
preparation of the basic
financial statements
• Option to prepare the Annual
Comprehensive Financial
Report

Attachment: Presentation (4897 : Approve & Authorize 3-Year Contract for Professional Auditing
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Consultant Selection and Matrix
Key rating elements for Lance, Soll & Lunghard, LLP:
• Extensive experience in auditing services provided to
government agencies and specifically water districts
• Significant experience in performing single audits for local
governments
• Training and support for district staff
Audit Firm

Proposal
Scoring/
Ranking

Audit
Hours

Audit Fee
FY2021

Financial
Statement
Prep (Opt.)

Lance, Soll &
Lunghard, LLP

1

480

$57,200

$4,680

Clifton Larson Allen,
LLP

2

559

$69,640

$5,410

Rogers, Anderson
Malody & Scott, LLP

3

490

$62,455

$6,955

Attachment: Presentation (4897 : Approve & Authorize 3-Year Contract for Professional Auditing
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Audit Timeline
Preliminary
Audit
May
2021

Final Audit
August
2021

Draft
Reports

Final
Reports

October
2021

November
2021

Admin.
Committee
& Board
December
2021

Attachment: Presentation (4897 : Approve & Authorize 3-Year Contract for Professional Auditing
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Recommendation
• Approve and authorize a three-year contract with Lance, Soll & Lunghard,
LLP to perform professional auditing services for Fiscal Years ending June
30, 2021 through 2023 for the full-term amount not to exceed $189,400.
Furthermore, the District has the option to extend the term of this
contract for two additional years from Fiscal Years ending 2024 and 2025.

Attachment: Presentation (4897 : Approve & Authorize 3-Year Contract for Professional Auditing
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Contact Information
Wilma T. Garriz
Controller
(951) 928-3777 Ext. 4250
Email: garrizw@emwd.org

Attachment: Presentation (4897 : Approve & Authorize 3-Year Contract for Professional Auditing
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ACTION

Board of Directors
April 7, 2021

SUBJECT:
Adopt a Proposed Resolution Adopting the Eastern Municipal Water District Reserve Policy
BACKGROUND:
On August 18, 1999, the Board adopted Resolution No. 3359 which established, amended, and
reaffirmed prior Board actions regarding certain reserve and restricted fund policies.
Resolution No. 3359 established a formal reserve policy (Current Reserve Policy) for the District
to be used as the guiding principle for District reserves. The Current Reserve Policy provided
staff with guidelines for establishing limits and other criteria that might have otherwise
required individual Board action. That is, the Resolution defined the various uses for reserve
funds and the legal or internal constraints associated with those reserves. Since its creation,
the Reserve Policy has been useful in informing the public and various organizations
information regarding the District’s reserve funds.
On December 19, 2001, the Board adopted Resolution No. 3359.1 which revised the Current
Reserve Policy with minor title updates, included methodology to be used for establishing
certain year end balances, and formally added two additional reserve funds that were in use at
the time but not explicitly named in the policy, including the General Damage Reserve and the
Dental Reserve.
On January 22, 2003, the Board adopted Resolution No. 3359.2 which revised the Current
Reserve Policy to authorize the Director of Finance the ability to transfer excess funds from
certain reserves to the Capital Replacement Reserve to meet adequate funding requirements.
Prior to this revision, excess funds could only be transferred to the Replacement and System
Betterment Construction Reserve.
The goal of maintaining adequate reserves is to ensure there are appropriate levels of working
capital in the District’s reserve funds to mitigate current and future risks (e.g., revenue
shortfalls and unanticipated expenses) and to ensure stable services and fees. A review of the
District’s Current Reserve Policy, reserve funds, accounting practices, and justifications for
reserve calculations have been conducted by staff. Based on review of more modern reserve
policies of nine California Water Districts, it has been determined the Current Reserve Policy
does not reflect current accounting guidelines as prescribed by the Governmental Accounting
Standards Board, nor does it provide relevant guidance for the District’s current and ongoing
financial needs based on current operations.
The proposed new Reserve Policy (Exhibit A) identifies all restricted and unrestricted,
designated reserves with the name, description, source, purpose, and target. The Reserve
4025

Packet Pg. 245

4.C
04/7/21 Board of Directors
Page 2

Policy includes the addition, update, or removal of the following:
•
•
•

•
•

Combined multiple COP Construction Reserves to Bond Improvement Reserve.
Combined Debt Service Installments Payments Fund and Debt Service Reserve Fund into
Annual Operating Debt Service Reserve.
Renamed the following reserves:
o Restricted New Construction Fund to Future Development Capital Reserves,
o Bond Operating Covenant Fund to the Operating Reserve,
o Capital Replacement Reserve to Equipment Replacement Reserve.
Segregated into two separate funds, the Repairs and Replacement, and System
Betterment Construction Reserves.
Deletion of Readiness-To-Serve Reserve, Restricted 1993A COP Construction Fund,
Restricted 2001B COP Construction Fund, Restricted Assessment District Funds,
Employee Vacation Trust Fund, Employee Sick Leave Trust Fund, General Damage
Reserve, Dental Reserve, and General Fund Reserve which were no longer necessary.

Adoption of the proposed Resolution (Exhibit B) will establish the Reserve Policy as the new
guiding principle for District reserves and replace and supersede all previous versions of the
Current Reserve Policy by rescinding Resolution Nos. 3359, 3359.1, and 3359.2.
FINANCIAL IMPACT:
None
STRATEGIC PLANNING GOAL/OBJECTIVE:
Financial Stability: Enhance and maintain EMWD’s strong financial position and credit quality
by identifying and implementing specific opportunities to improve underlying financial metrics.
ENVIRONMENTAL IMPACT:
None
RECOMMENDATION:
Adopt a proposed Resolution rescinding Resolution Nos. 3359, 3359.1, and 3359.2 and adopt
the EMWD Reserve Policy.

4025

Packet Pg. 246

4.C
04/7/21 Board of Directors
Page 3

SUBMITTED BY:

Attachment(s):
Exhibit A - Reserve Policy
Exhibit B - Resolution
Presentation

History:
03/18/21
04/07/21

Board Administrative Committee
Board Meeting

RECOMMENDED FOR APPROVAL

Staff Contact: John Adams
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Eastern Municipal Water District
Reserve Policy
1. Policy Overview and Objectives

The policy is intended to be part of the District’s overall financial strategy, to be used in conjunction with
the biennial budget and long‐term financial plans. Prudent fiscal practices and financial management
promote the District’s commitment to maintaining its long‐term financial health which is reflected in bond
ratings and provides confidence to ratepayers and investors. Best practices indicate an appropriate level
of reserves should be maintained for emergencies, rate stability, capital improvement projects, and other
operational obligations.
2. Policy Principles







Maintain the strong financial health of the District.
Provide operating liquidity for rate stability to customers and help ensure future rate increases
are reasonable.
Ensure funding is available for current and future replacement of assets.
Provide financial flexibility for unanticipated costs and emergency expenses.
Assure that the District maintains the highest possible credit ratings.
Establish bond proceeds and debt service reserves in compliance with bond documents.

3. Definition
A reserve is defined as an account with cash, investments, or other liquid assets set aside for anticipated
or unanticipated future expenditures to include capital, rehabilitation & replacement, debt service, and
other operational expenses. EMWD allocates reserves into two types: Restricted and Board Designated.
4. Reserves Summary:
a. Restricted Reserves: These reserves are established and used for narrowly defined purposes as
specified by legal restrictions, bond covenants, contractual obligations, and other regulations and
ordinances.
b. Board Designated Reserves: These reserves are established and used for specific purposes as
determined by the Board of Directors. The Board of Directors has the authority to designate
reserves for specific capital and operating purposes which may be redirected if the needs of the
District change.

4/07/2021

EMWD Reserve Policy

Attachment: Exhibit A - Reserve Policy (4025 : Reserve Policy Updates)

The purpose of Eastern Municipal Water District’s (EMWD or District) reserve policy is to ensure that the
District will have adequate funding to mitigate risk or uncertainty in revenue and expenses and to meet
operating, debt service, capital rehabilitation and improvements, and other obligations.
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Reserve Summary Table by Category

Designated

Debt Service
Debt Service Reserve

Operating Reserve
Rate Stabilization
Research & Development
General Liability &
Litigation Reserve
Workers Comp. Reserve

Annual Operating Debt
Service Reserve

Capital
Future Development
Bond Improvement
System Betterment
Rehabilitation &
Replacement
Equipment Replacement

5. Summary of Reserves & Policy Funding Targets
ACCOUNT
RESTRICTED RESERVES
Future Development Capital
Reserves
Bond Improvement Reserves
General Obligation Bond
Reserves
Debt Service Reserve

SOURCE

TARGET

Connection fees

Required by statute

Bond proceeds

Required by bond documents

Property taxes

Required by bond documents

Bond proceeds or general
revenue
UNRESTRICTED BOARD DESIGNATED RESERVES
Operating Reserve
System Betterment Reserve
Rehabilitation & Replacement
Reserve
Rate Stabilization

Water and sewer capital
charge
Non‐operating water and
sewer revenue
Operating revenue

Required by loan or bond
documents
90 day minimum
2% net capital assets
1‐year depreciation
Min: 1‐month Max: 2 months of
Operating exp.
$3,000,000
$1,000,000 ‐ $3,000,000
Minimum accrued principal and
interest obligations; maximum
one year of principal and
interest obligations

Research & Development
Equipment Replacement
Annual Operational Debt Service
Reserve

Operating revenue
Operating revenue
Operating revenue

General Liability & Litigation
Reserve
Workers Compensation Reserve

Operating revenue

$2,000,000

Operating revenue

Average 3 years’ experience less
liabilities

4/07/2021
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Restricted

Operating
GO Bond Reserves
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6. Reserves Detail:
a. Restricted Reserves

Restricted reserves funded from development impact fees, established as a
requirement of the California (CA) Government Code 66000, are designated to pay
the preliminary and construction costs of the District’s Capital Improvement
Program related to expansion and future growth. All other non‐expansion related
projects will be funded from Debt Funded Capital Project Reserves or the Board’s
Designated Capital Reserve. These funds are required by statute to be segregated.
The following are the restricted Construction Funds established under CA
Government Code 66000:
1.
2.
3.
4.
5.

Restricted Wastewater Treatment Plant Expansion Fund
Restricted Recycled Expansion Fund
Restricted Sewer System Expansion Fund
Restricted Water System Expansion Fund
Restricted Water Tank Fund

ii. Bond Improvement Reserves (Debt Funded Capital Project Reserves)
The District will periodically issue debt to fund capital projects over multiple years
as part of the five‐year capital plan. The bond proceeds are Restricted Reserves and
are available to pay the preliminary and construction costs of the District’s Capital
Improvement Program. Segregation of the bond proceeds are required by the bond
documents.
iii. Debt Service Reserve
This restricted reserve may be required under certain loan agreements or bond
documents. For State Revolving Fund (SRF) loans, a reserve is required to be
maintained by the District until final payment is made. For certain bond issuances,
a debt service reserve may be required to be used for the payment of principal and
interest if the trustee has not received sufficient funds from the District to make
the required debt service payments. The bond documents require this reserve to
be retained until the final maturity date for each respective bond issue.

Attachment: Exhibit A - Reserve Policy (4025 : Reserve Policy Updates)

i. Future Development Capital Reserves

iv. Restricted General Obligation Bond Reserves
All proceeds from the annual ad valorem tax and delinquency payments from the
county shall be deposited into this fund for the sole purpose of paying General
Obligation Bond principal and interest payments. Rates are to be evaluated
annually and adjusted to ensure that obligations are satisfied. After the final bond
payment for a particular improvement district has been made, any remaining funds
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in the account are to be transferred to the respective service area’s Rehabilitation
& Replacement or System Betterment Reserve.
b. Unrestricted, Board Designated Reserves

The purpose of this reserve is to ensure sufficient resources to pay budgeted
operating and maintenance expenses, recognizing timing differences between
payment and expenditures and receipt of revenues. This reserve fund shall, at a
minimum, contain 25% of the maintenance and operating costs as approved in the
then current operating budget (i.e., 90 days).
Target: The reserve fund balance shall be maintained at the 90‐day minimum
requirement, unless specifically increased by Board action. Any funds in excess of
requirements for the then ended fiscal year are to be transferred to the
Rehabilitation & Replacement and System Betterment Reserves.
ii. System Betterment Reserve
The purpose is to provide funding to ensure the continuity of the District’s Capital
Improvement Program. The funds will be used to enhance reliability and
dependability of the District’s capital assets and fund other unplanned projects as
necessary to maintain service to existing customers. The major source of revenue
is the capital fixed charges for water, sewer, and recycled water sales.
Target: This reserve shall equal 2% of net capital assets based on the previous year’s
published Annual Comprehensive Financial Report.
iii. Rehabilitation & Replacement Reserve
This reserve is established to accumulate funding for the rehabilitation and
replacement of current District assets over the life of an asset. Reserve funds are
accumulated to assure availability of adequate cash to pay for the cost to maintain
assets without requiring debt issuance or large rate increases to fund major
projects. These projects will include facility and service projects required to
maintain service to customers.

Attachment: Exhibit A - Reserve Policy (4025 : Reserve Policy Updates)

i. Operating Reserve

Target: This reserve shall equal one year of depreciation based on the average of
the last three years.
iv. Rate Stabilization Reserve
The purpose of this reserve is to mitigate against extraordinary rate increases from
the Metropolitan Water District (MWD). In addition, this reserve will also be
utilized to mitigate rate fluctuations and to maintain smooth rates year‐over‐year
due to changes in demand, increases in expenses, or unexpected decreases in
revenue.

4/07/2021
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Target: This reserve shall equal one month of operating expenses, not to exceed
two months.
v. Research and Development Reserve

Target: Continue to collect revenues established in the current water and sewer
rates until the reserve reaches $3,000,000.
vi. Equipment Replacement Reserve
The purpose of this reserve is to provide funds for the replacement of capital
equipment, including computer hardware, software, and other unanticipated
equipment replacements.
Target: Continue to fund this reserve from non‐operating revenues to be used to
purchase computer hardware, software replacement and upgrades, and any other
unanticipated capital equipment replacements necessary to continue operations.
The balance at the end of each fiscal year shall be between $1,000,000 to
$3,000,000, the average three‐year cost of equipment replacements.
vii. Annual Operational Debt Service Reserve
The purpose of this reserve is to accumulate revenue from the water and sewer
rates to be used to pay semi‐annual and annual debt service on certain loan
obligations (currently general obligation bonds, revenue bonds, and loans)
intended to benefit long term water supply.
Target: Collect revenues established in the current water and sewer rates but pool
into a single reserve account. The balance should, at a minimum, represent the
accrued principal and interest obligations and, at a maximum, represent one year’s
annual principal and interest payment for all obligations.
viii. General Liability & Litigation Reserve

Attachment: Exhibit A - Reserve Policy (4025 : Reserve Policy Updates)

The purpose of this reserve is to accumulate revenue from the water rates to be
used to fund research and development of potential resources and/or preservation
of existing resources.

The purpose of this reserve is to provide a self‐insurance reserve pool for
unanticipated liability claims and litigation. The established limit is $2,000,000 and
the District purchases excess insurance above the $2,000,000.
Target: The District shall maintain a level of $2,000,000.

4/07/2021
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ix. Workers Compensation Reserve
This reserve established limits on the reserve to equal the average of the prior three
years’ actual experience at each fiscal year end.
Target: At each fiscal year end, this reserve shall equal the average of the prior three
years’ actual experience less the current fiscal year’s accrued liability. If the average
is less than the accrued liability, no reserve is required.

The reserve policy will be referenced and considered when the District completes its biennial budget, long
term financial planning, cost of service studies, rate setting, and any other financial decisions and
recommendations with large impacts to the District’s financials.
Reserve levels will be monitored during the fiscal year and reported to the Board on a quarterly basis. The
District will have met the reserve policy targets if the total cash and investments meet the total reserve
requirement. The District will make reasonable effort to achieve these targets and if the District falls
short, staff will develop a plan and present to the Board for corrective action. The policy will be reviewed
biennially and updated as needed with Board approval.

4/07/2021
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7. Reserve Procedures, Reporting, and Compliance
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RESOLUTION NO.
A RESOLUTION OF THE BOARD OF DIRECTORS OF EASTERN
MUNICIPAL WATER DISTRICT ESTABLISHING AN UPDATED
RESERVE POLICY

WHEREAS, on December 19, 2001, the Board adopted Resolution No. 3359.1 formally
establishing two additional reserves, General Damage Reserve and Dental Reserve, to be added
to the Reserve Policy; and
WHEREAS, on January 22, 2003, the Board adopted Resolution No. 3359.2 updating the
Reserve Policy to permit surplus funds in reserve accounts to be transferred to the Capital
Replacement Reserve Fund in order to meet funding requirements; and
WHEREAS, it is necessary the District review its financial policies on a regular basis to
ensure they meet the District’s operational and financial needs while mitigating any unnecessary
risk; and
WHEREAS, a review of the District’s current Reserve Policy, reserve funds, accounting
practices, and justifications for reserve calculations have been conducted by the District’s Chief
Financial Officer; and
WHEREAS, it has been determined the District’s Reserve Policy does not align with the
District’s financial needs nor does it provide relevant guidance for the District’s ongoing
operational and financial needs.
NOW, THEREFORE, THE BOARD OF DIRECTORS OF EASTERN MUNICIPAL WATER
DISTRICT DOES HEREBY RESOLVE, DETERMINE AND ORDER AS FOLLOWS:
1.
That the Board adopt said Resolution No. ________ and the Reserve Policy
attached hereto as Exhibit “B” with an effective date of April 7, 2021, and at which time all
previous versions of the Reserve Policy including Resolution Nos. 3359, 3359.1, and 3359.2, are
rescinded and superseded in their entirety; and

Attachment: Exhibit B - Resolution (4025 : Reserve Policy Updates)

WHEREAS, on August 18, 1999, the Board adopted Resolution No. 3359 to establish
reserve and restricted fund policies, referred hereto as the Reserve Policy; and

2.
That any other existing conflicting documents, policies, and Board action items in
conflict with the Reserve Policy adopted on this date are hereby rescinded and repealed; and
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3.

This Resolution shall be effective upon its adoption.

DATED: April 7, 2021

Philip E. Paule, President

Attachment: Exhibit B - Resolution (4025 : Reserve Policy Updates)

I hereby certify that the foregoing is a full, true and correct copy of the Resolution adopted
by the Board of Directors of the Eastern Municipal Water District at its meeting held
on April 7, 2021.
ATTEST:

Sheila Zelaya, Board Secretary

(SEAL)
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Reserve Policy
John Adams
April 7, 2021

Attachment: Presentation (4025 : Reserve Policy Updates)

4.C.c

1 | emwd.org
Packet Pg. 256

4.C.c

“It is essential that governments maintain adequate levels of fund balance
[reserves] to mitigate current and future risks (e.g., revenue shortfalls and
unanticipated expenditures) and to ensure stable … rates” – GFOA
Importance of the Reserve Policy to the District:
• Exhibits to stakeholders (ratepayers, rating agencies, and regulatory authorities)
that the Board is committed to the District’s long-term financial health
• Protects the system and ratepayers from the financial impact of unanticipated
events
• Provides certainty, stability, and reliability with respect to the level of service and
charges
• Supports strong credit ratings that provide the best financing terms for capital
Strong and transparent financial policies, including maintaining prudent reserves for
working capital, rate stability, and system replacement, are consistent with municipal
water industry best practices

Attachment: Presentation (4025 : Reserve Policy Updates)

Reserve Policy Overview
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Developed
Policy
Principles

Current policy
adopted in
2003

Review current
business
practices

Updated
Reserve
Policy

Consistent with
industry
standards

Review policies
from other
reputable
agencies

Attachment: Presentation (4025 : Reserve Policy Updates)

Process to Update Reserve Policy
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Key Changes to Reserve Policy

Policy Overview and Objectives

2003
POLICY
Summary of
Reserves/Fund
Categories
Reserve Funds
by Category

Policy Principles
Reserve Definitions
Reserves Summary
Policy Funding Targets
Reserves Detail
• Simplified by combining several reserves (COPs & Debt)
• Renamed reserves to align with current business practices
• Separated R&R and System Betterment reserves
• Removed nine outdated reserves (ex. Dental Reserve)
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2021 COMPREHENSIVE POLICY

Reserve Procedures, Reporting, and Compliance
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New Policy Principles

• Provide operating liquidity for rate stability to customers and help ensure
future rate increases are reasonable
• Ensure funding is available for current and future replacement of assets
• Provide financial flexibility for unanticipated costs and emergency
expenses
• Assure that the District maintains the highest possible credit ratings
• Establish bond proceeds and debt service reserves in compliance with
bond documents

Attachment: Presentation (4025 : Reserve Policy Updates)

• Maintain strong financial health of the District
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Restricted

Restricted Reserves are established and used for
narrowly defined purposes as specified by legal
restrictions, bond covenants, contractual
obligations, and other regulations and ordinances.

Unrestricted,
Board
Designated

Unrestricted, Board Designated Reserves are
established and used for specific purposes as
determined by the Board of Directors and may be
redirected if the needs of the District change.

Attachment: Presentation (4025 : Reserve Policy Updates)

Types of Reserves

* Reserves were previously presented under fund types: Operating, Construction, Debt Service, and Trust Fund
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Reserves by Category
Debt Service

Restricted

•

GO Bond Reserves

Unrestricted,
Board
Designated

•
•
•

Operating Reserve
•
Rate Stabilization
Research &
Development
General Liability &
Litigation Reserve
Workers’
Compensation Reserve

•
•

•

Capital

Debt Service
Reserve

•
•

Annual Operating
Debt Service

•
•
•

Future Development
Bond Improvement
Reserves
System Betterment
Rehabilitation &
Replacement
Equipment
Replacement

Attachment: Presentation (4025 : Reserve Policy Updates)

Operating
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General Obligation Bond
Reserve

Required by bond documents. Remaining bond
proceeds from GO bond issuance.

Operating Reserve

To ensure sufficient resources to pay budgeted
operating and maintenance expenses.

Rate Stabilization

Used to mitigate against extraordinary rate
increase from MWD and rate fluctuations due to
changes in revenue or expenses.

Research & Development

Funds for research and development of potential
resources or preservation of existing resources.

General Liability &
Litigation
Workers’ Compensation

Self insurance reserve pool for unanticipated
liability claims and litigation.

Attachment: Presentation (4025 : Reserve Policy Updates)

Operating Reserves

Workers’ compensation reserve pool for workers’
compensation claims.
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RESTRICTED

SOURCE

REQUIREMENT

AMOUNT*
(millions)

Property taxes

Required by bond
documents

$4.8

SOURCE

TARGET

AMOUNT*
(millions)

Operating Reserve

Operating revenue

90 day minimum

$59.7

Rate Stabilization

Operating revenue

1 month of operating
expenses, not to exceed 2
months

$17.5

Research & Development

Operating revenue

$3,000,000

$3.0

General Liability &
Litigation Reserve
Workers’ Compensation
Reserve

Operating revenue

$2,000,000

$2.0

Operating revenue

Average of last 3 years
actual experience

$0**

General Obligation Bond
Reserves

UNRESTRICTED, BOARD
DESIGNATED

Attachment: Presentation (4025 : Reserve Policy Updates)

Operating Reserve Requirements & Targets

* Proposed for 12/31/20
**If average of last 3 years actual experience is less than accrued liability, no reserve is required.
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Debt Service
Reserve
Annual Operating
Debt Service

Required by bond and loan documents.

Debt service on loan obligations including revenue
bonds, general obligation bonds, and loans.

Attachment: Presentation (4025 : Reserve Policy Updates)

Debt Service Reserves
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RESTRICTED

SOURCE

REQUIREMENT

AMOUNT*
(millions)

General revenue

Required by State/SRF loan
agreements

$10.4

UNRESTRICTED, BOARD
DESIGNATED

SOURCE

TARGET

AMOUNT*
(millions)

Annual Operating Debt
Service Reserve

Operating revenue

Minimum accrued principal
and interest obligations;
maximum one year of
principal and interest
obligations

$22.2

Debt Service Reserve

Attachment: Presentation (4025 : Reserve Policy Updates)

Debt Service Reserve Requirements & Targets

* Proposed for 12/31/20
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All-in weighted cost of capital: 2.12%

Outstanding Debt as of 6/30/20
$75M

Fitch

S&P

Moody’s

Senior Lien

AAA

AA+

Aa1

Subordinate Lien

AA+

AA+

Aa2

15%
7%

$30M

27%

Revenue Bonds By Mode
73%

100%

7%
15%

$932M
78%

Attachment: Presentation (4025 : Reserve Policy Updates)

EMWD Debt Profile

$827M
Fixed Rate
Revenue Bonds

SRF Loans

Variable Rate

Synthetic Fixed

GO Bonds
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Future Development

Required by statue. Funded by developer fees.

Bond Improvement

Required by bond documents. Remaining bond
proceeds from prior debt issuances.

System Betterment

District’s CIP to include facility and service
betterment projects to maintain service to
customers.

Rehabilitation &
Replacement

Rehabilitation & Replacement requirements
including unplanned projects.

Equipment
Replacement

Replacement of capital equipment including
computer hardware, software, and other
unanticipated replacements.

Attachment: Presentation (4025 : Reserve Policy Updates)

Capital Reserves
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Examples of Capital Project Types
System
Betterment

Rehabilitation &
Replacement

Projects that add system
capacity (Storage, Treatment,
Transmission)

Projects that improve system
maintenance, reliability,
operational efficiency

Projects that replace system
capacity (original capacity is
removed, abandoned,
deactivated)

Sky Canyon Sewer Pipeline

Brine Pipeline Maintenance
Access Improvements

Dunlap Drive Recycled Water
Pipeline Replacement

$14,370,000

$3,116,000

$1,218,000

Attachment: Presentation (4025 : Reserve Policy Updates)

Expansion & Future
Growth
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RESTRICTED

SOURCE

REQUIREMENT

AMOUNT*
(millions)

Connection fees

Required by statute

$30.5

Bond proceeds

Required by bond
documents

$109.9

SOURCE

TARGET

AMOUNT*
(millions)

System Betterment
Reserve

Water and sewer
capital charge

2% net capital assets
(minimum)

$223.7

Rehabilitation &
Replacement Reserve

Non-operating
water and sewer
revenue

1 year depreciation

$94.6

Operating revenue

$1,000,000 - $3,000,000

$3.0

Future Development
Capital Reserves
Bond Improvement
Reserves

UNRESTRICTED, BOARD
DESIGNATED

Equipment Replacement

Attachment: Presentation (4025 : Reserve Policy Updates)

Capital Reserve Requirements & Targets
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RESTRICTED RESERVES
Future Development
Capital Reserves
Bond Improvement
Reserves
General Obligation Bond
Reserves
Debt Service
TOTAL

AMOUNT*
(millions)
$30.5
$109.9
$4.8
$10.4
$155.6

Restricted: $155.6 million
Unrestricted,
Board Designated: $425.7 million
TOTAL RESERVES: $581.3 million

UNRESTRICTED, BOARD
DESIGNATED RESERVES
Operating Reserve
System Betterment
Reserve
Rehabilitation &
Replacement Reserve
Rate Stabilization

AMOUNT*
(millions)
$59.7
$223.7
$94.6
$17.5

Research & Development
Equipment Replacement
Annual Operating Debt
Service Reserve

$3.0
$3.0
$22.2

General Liability &
Litigation Reserve
Workers’ Compensation
Reserve
TOTAL

$2.0
$0

Attachment: Presentation (4025 : Reserve Policy Updates)

Total Reserves by Category

$425.7

* Proposed for 12/31/20
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Importance of Unrestricted, Board Designated Reserves
• 90 Day Operating Reserve: $59.7 million

Capital – $3.8 Billion in Capital Assets (book value)
• R&R Model recommends annualized investment of $89 million per year
– Rehabilitation & Replacement Reserve: $94.6 million
• 5 Year Capital Program ranges from $500 to $600 million
– System Betterment Reserve: $218.6 million

Debt Service – $932 million in Outstanding Debt (as of June 30, 2020)
– Annual Operating Debt Service Reserve: $22.2 million

Attachment: Presentation (4025 : Reserve Policy Updates)

Operations – Annual Operating Budget: $238.8 million
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• Adopt a proposed Resolution rescinding Resolution Nos. 3359, 3359.1, and
3359.2 and adopt the EMWD Reserve Policy.

Attachment: Presentation (4025 : Reserve Policy Updates)

Recommendation
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Contact Information
John Adams
Chief Financial Officer
(951) 928-3777 Ext. 4363
Email: adamsj@emwd.org

Attachment: Presentation (4025 : Reserve Policy Updates)
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ACTION

Board of Directors
April 7, 2021

SUBJECT:
Approve and Authorize Award of Contract with Kirtley Construction, Inc., dba TK Construction
($734,050), Under Specification No. 1466W, Wells 206, 207, 208, and 209 Raw Water
Conveyance Pipelines – Phase 1 and Additional Appropriation in the Amount of $1,091,429
BACKGROUND:
The Perris North Basin Groundwater Contamination Prevention and Remediation Program
(Program) will treat volatile organic compounds, perchlorate, and nitrates within
various groundwater contamination areas in the Perris North Sub-basin and prevent
further migration of contaminants to downgradient potable water aquifers. In addition, the
Program will provide a local water supply for EMWD and Western Municipal Water District and
will reduce reliance on imported water.
In 2019, EMWD applied for and received preliminary award for grant funding from the State
Water Resources Control Board’s (SWRCB) Proposition 1 Groundwater Grant Program. In June
2020, the District entered into an agreement with the SWRCB in the amount of $44.9 million.
The grant funding requires that the Program be completed by March 2023.
Staff is requesting authorization of a construction contract for the first phase of the raw water
conveyance pipeline to minimize disruption to the Moreno Valley community. The final design
drawings and specifications for this phase 1 effort have been expedited by the design team to
better coincide with a storm drain project planned for construction starting in April 2021 by the
City of Moreno Valley (City). The proposed phase 1 pipelines are situated along Sweet Grass
Drive, Flaming Arrow Drive, and Bay Avenue as shown in Exhibit A. This request includes the
award of a construction contract and associated support services.
The benefits of completing these reaches early are that residents of Sweet Grass Drive, Flaming
Arrow Drive, and Bay Avenue will only be disturbed once during the combined construction
periods. The City has expressed appreciation to the District for spearheading this partnership,
and City staff have indicated a willingness to share in the costs for a full pavement overlay at
the conclusion of both construction efforts.
On March 3, 2021, the District advertised Specification No. 1466W, and on March 17, the
District received four bids. As shown on the attached summary of bids (Exhibit B), Kirtley
Construction, Inc., dba TK Construction of San Bernardino, California, submitted the lowest
responsive and responsible bid, in the amount of $734,050.00 (Exhibit C). The contract
duration is estimated to be 90 calendar days from the notice to proceed.
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Although the engineer’s estimate for this project was $521,325, the District has thoroughly
reviewed the construction bids, internally and with the contractors, and found them to be
accurate and complete. Staff has identified some coordination points with the City that may
reduce costs and will be exploring potential savings with the selected contractor and the City.
Also, to provide continuing support for the project through construction completion, staff
solicited and negotiated the following engineering support services:
•
•
•
•

Engineering Services During Construction – Kennedy Jenks
CEQA support – Recon
Geotechnical Services – Converse
Survey – Cozad and Fox

The current total appropriation for Perris North Basin Groundwater Contamination Prevention
and Remediation Program is $30,687,485 per the attached project cost estimate (Exhibit D).
FINANCIAL IMPACT:
Funding for this item is provided for in the Biennial Budget for Fiscal Years 2020-21 and 202122. The Program will be partially funded through Prop 1 grant funding.
STRATEGIC PLANNING GOAL/OBJECTIVE:
Water Supply Diversity and Reliability: Develop and implement a portfolio of projects and
management techniques to achieve a reliable and cost-effective balance of water supplies
utilizing imported, local and recycled water sources.
ENVIRONMENTAL IMPACT:
This Cactus Avenue Corridor component of the Perris North Program is subject to the California
Environmental Quality Act (CEQA) and in conformance of California Code of Regulations Title
14, Chapter 3, Article 6, Section 15070, et seq., a Notice of Intent to adopt a Mitigated Negative
Declaration (MND) was filed with the County of Riverside on March 10, 2020. Pursuant to State
Guideline §15073, the IS/MND was made available for public review for a period of 30 days
beginning March 10, 2020 and concluded April 9, 2020. The Mitigated Negative Declaration
was adopted by the EMWD Board of Directors on May 20, 2020. Proposed modifications to the
Cactus Avenue Corridor Project were addressed in an Addendum that was adopted by the
EMWD Board on February 3, 2021.
RECOMMENDATION:
Approve and authorize the following:
1. Award and execution by the General Manager, or his designee, of the District’s standard
4887
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form of contract with Kirtley Construction, Inc., dba TK Construction of San Bernardino,
California, in an amount not-to-exceed $734,050 for construction of the Wells 206, 207,
208, and 209 Raw Water Conveyance Pipelines – Phase 1 project in support of the Perris
North Basin Groundwater Contamination Remediation and Prevention Program;
2. Administrative Award and Execution by the General Manager of the District’s standard
form of contracts with the necessary consultants and suppliers for engineering support
during construction, implementation, and completion of Wells 206, 207, 208, and 209
Raw Water Conveyance Pipelines – Phase 1 project in support of the Perris North Basin
Groundwater Contamination Remediation and Prevention Program; and
3. Additional appropriation of $1,091,429 for an estimated total program appropriation of
$30,687,485.
SUBMITTED BY:

Attachment(s):
Exhibit A - Location Map
Exhibit B - Bid Summary
Exhibit C - Proposal
Exhibit D - Cost Estimate
Presentation

04/07/21

Board Meeting

Staff Contact: Greg Kowalski
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1446W

SPECIFICATION NO.

Wells 206, 207, 208 and 209 Raw Water Conveyance Pipelines - Phase 1
PE:
CA:
CAR:
Insp:
Rank

Brian Dietrick
Scott Lopian
Jill Lloyd
TBD

Bid Time and Date:
Tentative Board Award Date:
Bonding Estimate:

N/A

San Bernardino, CA

$734,050.00

2

Bidder's Company Name
Kirtley Construction, Inc. dba
TK Construction
Hemet Manufacturing Company, Inc. dba
Genesis Construction

Hemet, CA

$782,444.00

3

E.J. Meyer Company

Highland, CA

$955,555.00

4

Scorpion Backhoe, Inc.*

Hemet, CA

1

City & State

3/22/2021 5:00 PM
4/7/2021

$1,731,511.00

* Scorpion Backhoe, Inc. had a mathematical error. Original Bid $1,793,511.00
Bid Analysis
Engineers Estimate:
Apparent Low Bid:
Difference:
Percent UNDER/OVER Engineer's Estimate

EN-023
Rev:11/03/15

Bid Amount

Attachment: Exhibit B - Bid Summary (4887 : Perris North - Raw Water Pipeline Phase 1 - Award Contract - Sweetgrass/Flaming Arrow)

FINAL BID SUMMARY

$521,325.00
$734,050.00
-$212,725.00
40.80%
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PROJECT COST ESTIMATE
ESTIMATED
COST1
ADMINISTRATIVE

$2,360,000

FACILITIES PLANNING PHASE

$6,450,000

PRELIMINARY DESIGN PHASE

$2,475,000

FINAL DESIGN PHASE

$6,667,000

BID/AWARD PHASE
CONSTRUCTION PHASE
Well Drilling Construction - 65, 66, 204 (Yellow Jacket)
Well Drilling Construction - 206, 207, 208
Raw Water Conveyance Pipelines - Phase 1 Construction Contract
Contingency (10%)
ESDC (KJ)
Survey (Cozad & Fox)
Geotechnical (Converse)
CEQA Mitigation Support (Recon)
Engineering Branch Labor
Contract Admin
Inspection
Engineering
City Coordination
ADMIN CLOSEOUT
Engineering Branch Labor

$214,000
$5,554,056
$5,876,000
$734,050
$75,000
$38,000
$19,697
$48,080
$61,602

2

$12,516,485

$60,000
$20,000
$20,000
$10,000
$5,000

$5,000
$30,687,485

Notes:
1) Additional Appropriation is highlighted in yellow. Costs shown are rolled up for clarity.
2) Includes const. services, hydrogeological CM, const. contract, admin, EMWD labor, and 10% cont.

EN-044
Rev: 5/17/16

Previously Appropriated
Requested Appropriation
Total Appropriation

$29,596,056
$1,091,429
$30,687,485

Attachment: Exhibit D - Cost Estimate (4887 : Perris North - Raw Water Pipeline Phase 1 - Award Contract - Sweetgrass/Flaming Arrow)
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Perris North Basin Groundwater Program
Raw Water Conveyance Pipelines – Phase 1
Shaun Stone, P.E.
April 7, 2021

Attachment: Presentation (4887 : Perris North - Raw Water Pipeline Phase 1 - Award Contract -
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Overview
• Location
– City of Moreno Valley
– Along Sweet Grass Drive, Flaming
Arrow Drive, and Bay Avenue

• Scope
– Approximately 820 linear feet of
18-inch diameter PVC pipe, 400
linear feet of fusible 18-inch
diameter PVC pipe, and 20 feet of
8-inch PVC pipe.
– Traffic control
– CEQA MMRP compliance
– Survey
– Geotechnical
– ESDC

Attachment: Presentation (4887 : Perris North - Raw Water Pipeline Phase 1 - Award Contract -
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Background
City SD Easement

Wells 206, 207, 208, and 209 Well
Equipping and Treatment Facilities

Wells 206, 207, 208, and 209
Raw Water Conveyance
Pipelines – Phase 1

Sunnymead – Flaming Arrow
Dr., Storm Drain Project (City)
•

24-inch diameter RCP
–
–

•

Sweet Grass – on CL
Flaming Arrow - 4 feet W of CL

March 2021 – September 2021

Attachment: Presentation (4887 : Perris North - Raw Water Pipeline Phase 1 - Award Contract -
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Coordination with City of Moreno Valley
• Project being expedited to better coincide
with a storm drain project planned for
construction by City of Moreno Valley starting
in April 2021
• Sweet Grass Drive, Flaming Arrow Drive, and
Bay Avenue will only be disturbed once during
the combined construction period
• Cost sharing on pavement rehabilitation

Attachment: Presentation (4887 : Perris North - Raw Water Pipeline Phase 1 - Award Contract -
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Bid Summary
• Low Responsive Bidder
– Kirtley Construction, Inc. dba TK
Construction of San Bernardino, CA

$734,050
• Other Bids
— Genesis Construction
— E.J. Meyer Company
— Scorpion Backhoe, Inc.

$782,444
$955,555
$1,731,511

• Engineer’s Estimate
– $521,325
– Bids reviewed and are accurate,
complete and reflect scope
– Fusible pipe costs potentially
underestimated

Attachment: Presentation (4887 : Perris North - Raw Water Pipeline Phase 1 - Award Contract -
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Schedule
• Contract Start Date
• Construction Completion
• Contract Duration

April 2021
August 2021
90 calendar days

Sweet Grass Drive, looking West into Well 206-207 Site

Attachment: Presentation (4887 : Perris North - Raw Water Pipeline Phase 1 - Award Contract -

4.D.e

6 | emwd.org
Packet Pg. 313

Recommendation
Approve and authorize execution by the General Manager of the District’s standard
form of contract with the lowest responsive bidder, Kirtley Construction, Inc., dba TK
Construction, in the amount of $734,050; and additional appropriation of $1,091,429,
which brings the total estimated program cost to $30,687,485.
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Contact Information
Shaun Stone, P.E.
Director of Engineering
(951) 928-3777 Ext. 4461
Email: stones@emwd.org
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5.A

INFORMATION

Board of Directors
April 7, 2021

SUBJECT:
General Manager Proposed Transition Activities
BACKGROUND:
The Fourth Amendment to the General Manager’s employment agreement, executed
September 3, 2020, provides retirement overlap transition period with the new General
Manager through August 31, 2021. EMWD’s new General Manager is anticipated to be
selected and start in Spring 2021, at which time the current General Manager will be available
remotely to provide support.
The purpose of overlap period is for the out-going General Manager to provide transitional
support for the new General Manager and Board, and to be a technical and policy resource as
needed on specific District activities.
At the February 18, 2021, Executive Committee meeting, the committee members requested
the General Manager prepare a list of transitional activities for which he anticipates providing
support. The list, which is attached as Exhibit A, would be subject to subsequent modification
by the Board of Directors and incoming General Manager. At its March 8, 2021 meeting, the
Executive Committee reviewed the list and recommended it be presented for information to
the Board of Directors.
The Executive Committee also requested the General Manager investigate conditions and
limitations for providing EMWD as-needed support as an independent consultant after the term
of his contract. This information will be developed and brought to a subsequent Executive
Committee meeting.
FINANCIAL IMPACT:
None
STRATEGIC PLANNING GOAL/OBJECTIVE:
Be the employer of choice to attract and retain high performing employees by creating and
sustaining a work culture that is safe and ethical, while promoting innovation, and providing
opportunities for employee development and advancement.
ENVIRONMENTAL IMPACT:
None
4898
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RECOMMENDATION:
This item is informational only.
SUBMITTED BY:

Attachment(s):
Exhibit A - Transition List 032921
Presentation

History:
03/18/21

Board Executive Committee DISCUSSED AT COMMITTEE

Staff Contact: Paul Jones
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EXHIBIT A
General Manager Retirement Transition Activity List

Item

Activity

Board/Staff Support

MWD Rate Refinement
Process

Provide expertise and support on potential Director Record
changes to MWD’s rate structure
Adams/Walsh/Nomura

EMWD Director
Division Boundaries

Provide input and guidance to process of
Board of Directors
amending Board of Directors’ divisions due
Mouawad/ Voelzto the new census information
Alexander/Ng/Coady

Low Income Rate
Assistance (LIRA)
Legislation and Policy

Review and provide input to staff
regarding Low Income Rate Assistance
(LIRA) legislation, program design and
policies

Coats

Failing Water System
Legislation and Policy

Provide support for failing water system
legislation and related state activities
including SAFER program implementation

Coats

Santa Ana River
Conservation and
Conjunctive Use
Program (SARCCUP)

Provide support for staff on the
development of the SARCCUP operating
agreements

Mouawad/ VoelzAlexander/Powell

Water/Sewer System
Consolidations

Provide as-needed expertise and support
for the following possible reorganizations
affecting EMWD:

Kanetis/Mouawad

•
•
•
USBR Title XVI Reform
Legislation

Fallbrook/Rainbow
Western Murrieta Division
City of Perris

Provide review and support for proposed
USBR Title XVI reform legislation

Walsh

Water and Wastewater Provide expertise, consultation, and
Customer Affordability support for additional research initiatives
Research
with UCR and others on water and
wastewater customer affordability

Walsh

Attachment: Exhibit A - Transition List 032921 (4898 : General Manager Proposed Transition Activities)
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General Manager Proposed Transition
Activities
Paul D. Jones II
April 7, 2020

Attachment: Presentation (4898 : General Manager Proposed Transition Activities)
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• Fourth Amendment to General Manager’s employment
agreement approved September 2, 2020
• Key provisions:
– Terms and conditions for remaining service through August 31,
2021, retirement date
– Provides flexibility for recruitment schedule and selection process
– Anticipates overlap in service to support transition to successor
General Manager
– Provides remote support, training and assistance to General
Manager, and Board support as directed
– Ensures seamless management transition

• Consistent with process implemented for previous EMWD
General Manager transitions

Attachment: Presentation (4898 : General Manager Proposed Transition Activities)

Background
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• Executive Committee requested development of anticipated
Transition Activity list:
– Function as senior consultant and advisor
– Provide institutional knowledge and expertise
– Developed in consultation with executive management team

• Activities directed by new General Manager and Board
• Reviewed by Executive Committee on March 18, 2021

Attachment: Presentation (4898 : General Manager Proposed Transition Activities)
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Item

Activity

Board/Staff Support

MWD Rate Refinement
Process

Provide expertise and support on potential
changes to MWD’s rate structure

Director Record
Adams/Walsh/Nomura

Provide input and guidance to process of
EMWD Director Division
amending Board of Directors’ divisions
Boundaries
using new census information

Board of Directors
Mouawad/ VoelzAlexander/Ng/Coady

Low Income Rate
Assistance (LIRA)
Legislation and Policy

Review and provide input to staff
regarding Low Income Rate Assistance
(LIRA) legislation, program design and
policies

Coats

Failing Water System
Legislation and Policy

Provide support for failing water system
legislation and related state activities
including SAFER program implementation

Coats

Attachment: Presentation (4898 : General Manager Proposed Transition Activities)
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Item

Activity

Board/Staff Support

Santa Ana River
Conservation and
Conjunctive Use
Program (SARCCUP)

Provide support for staff on the
development of the SARCCUP inter-agency
operating agreement.

Mouawad/ VoelzAlexander/Powell

Water/Sewer System
Consolidations

Provide as-needed expertise and support
for the following possible reorganizations
effecting EMWD:
• Fallbrook/Rainbow
• Western Murrieta Division
• City of Perris

Kanetis/Mouawad

USBR Title XVI Reform
Legislation
Water and Wastewater
Customer Affordability
Research

Provide review and support of proposed
USBR Title XVI reform legislation.
Provide expertise, consultation and
support for additional research initiatives
with UCR and others on water and
wastewater customer affordability.

Walsh

Walsh

Attachment: Presentation (4898 : General Manager Proposed Transition Activities)
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This item is for information only.
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Contact Information
Paul D. Jones II, P.E.
General Manager
Email: jonesp@emwd.org
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5.B

INFORMATION

Board of Directors
April 7, 2021

SUBJECT:
Customer Information and Billing System Replacement Informational Update
BACKGROUND:
The District adopted a Triennial Strategic Plan for 2019 – 2021 with seven strategic priorities,
including superior customer service. The District’s goal is to consistently exceed customer
expectations in all facets of the District’s services. One of the District’s initiatives to meet this
goal is to implement industry-leading billing technologies that simplify and improve the
customers’ experience while also improving efficiency.
In December 2017, the Board approved and authorized a professional services agreement with
AAC Utility Partners LLC, for Customer Information and Billing System (CIS) replacement
consulting services. Key staff members of the Customer Service department worked
collaboratively with AAC Utility Partners on the selection of a new CIS system to replace the
District’s aging, legacy system, COINS. After an 18-month process to review proposals, evaluate
systems and contract negotiations, District staff moved forward with the recommendation to
proceed with Cayenta CIS as the selected software. On July 3, 2019, the Board approved and
authorized the implementation phase of the CIS project. The Board directed staff to provide
periodic updates on this key project. This informational presentation provides the project
background, an overview of activities completed to date, key milestones accomplished and
details of next steps.
FINANCIAL IMPACT:
None
STRATEGIC PLANNING GOAL/OBJECTIVE:
Customer Service Technology: Implement industry-leading billing, communication, and other
service deployment technologies that simplify and improve the customers’ experience with
EMWD while also improving efficiency.
ENVIRONMENTAL IMPACT:
None
RECOMMENDATION:
This item is informational only
4907
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SUBMITTED BY:

Attachment(s):
Presentation

04/07/21

Board Meeting

Staff Contact: Dan Howell, Charles Kamweru
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Customer Information and Billing System
Replacement Informational Update
Dan Howell
Charles Kamweru
April 7, 2021
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Superior Customer Service
“Implement industry-leading billing, communication, and other service
deployment technologies that simplify and improve the customers’ experience
with EMWD while also improving efficiency.”
Project Summary:
• Board approved project on July 3, 2019
• Project components include:

• Customer Information System (CIS)
• Customer Self-Service Portal (CSS)
• Mobile Work Management (MWM)
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Project Timeline
Activity
Requirements Gathering
Request for Proposal
System Selection

Scheduled Completion
June 2018
November 2018
January 2019

Contract Negotiation and Approval

July 2019

EMWD My Account Portal (Phase1)

January 2020

Planning and Analysis
Design and Construction
Training Deployment

May 2020
October 2020
March – July 2021

Integration Testing (3 cycles)

May 2021

Anticipated Go Live Window

May – July 2021

Post Implementation
3 | emwd.org

4 Months post go live

Status
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Recent Progress and Project
Quality Assurance
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Recent Progress
• Completed Integration Test Cycle 1
• 87% test case pass rate
• Executed Mock Go Live 1
• Conducted Functional Demonstrations
• Live system demo and overview to
staff
• Approved Bill to Bill comparison plan
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Project Quality Assurance
• Goal: Assess progress and evaluate overall health of the CIS replacement
project
– 3rd Party Consultant: Plante Moran

• Monthly Oversight Activities:
– Conduct project team interviews
– Review project budget and deliverables
– Attended weekly project meetings

• Rate findings as follows:

6 | emwd.org
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Health Check – Monthly History
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Areas of Attention
• Project Schedule
– Ensure outstanding defects and deliverables from ITC1 were fully addressed
• Quality remains our top priority

• Staffing and Resource Management
– Project activities tend to get more challenging at this juncture of the project
• Additional resources added to the project team
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Project Budget
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Project Budget (as of 3/15/2021)
Category

Budget

Actual

Remaining

Harris (Cayenta)

$5,689,464

$3,150,299

$2,539,165

AAC Utility Partners

$3,849,528

$3,163,002

$686,526

Plante Moran

$264,600

$176,400

$88,200

OptimumCX

$737,485

$450,394

$287,091

EMWD IT & Misc.

$1,499,000

$624,672

$874,328

Project Contingency

$1,592,208

$19,795

$1,572,413

Subtotal (w/o EMWD Labor)

$13,632,285

$7,584,562

$6,047,723

Total Project Budget

$17,514,285

$10,152,726

$7,361,559
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Cumulative Monthly Actual Spent to Budget
CIS Replacement, CSS and MWM Deployment Project
Cumulative Monthly Actual Spent to Budget
$20,000,000
$18,000,000
$16,000,000
$14,000,000
$12,000,000
$10,000,000
$8,000,000
$6,000,000
$4,000,000
$2,000,000
$0
Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep
'19 '19 '19 '19 '19 '19 '20 '20 '20 '20 '20 '20 '20 '20 '20 '20 '20 '20 '21 '21 '21 '21 '21 '21 '21 '21 '21
Cumulative Budget

Cumulative Actuals

Variance Notes
Trending underbudget for Consultant Travel (COVID-19), OptimumCX, EMWD Labor and IT Cost
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Mobile Work Management (MWM)
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Background
• MWM system being implemented is called Clevest
• Ability to seamlessly manage service orders such as:
–
–
–
–

Small meter leak investigations and repairs
Door hanger
Service disconnect/activation
New meter installations

• Real-time integration to the Billing System and MyAccount Customer
Portal
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Current State

Manual processes that lack integration to the billing system
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Dispatch View
Easily identify service
orders on this map

Routine service orders
routed and assigned
automatically

Ability to reassign service
orders based on severity
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Managing Service Orders in the Field
• Easily access service orders utilizing
an iPad
• All pertinent work order details
readily available
• Safety Alerts
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Real-time Customer Notifications

Real-time integration to MyAccount Customer Portal
17 | emwd.org
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Upcoming Activities
• Execute Bill to Bill Comparison – April 2021
• Stress and Performance Testing – April 2021
• Integration Testing (Cycle 3) – April 2021
• End User Training – April to June 2021

18 | emwd.org

Attachment: Presentation (4907 : Customer Information and Billing System (CIS) Informational Project

5.B.a

Packet Pg. 345

Contact Information
Dan Howell
Sr. Director of Administrative Services
(951) 928-3777 Ext. 6246

Charles Kamweru
Director of Customer Service
(951) 928-3777 Ext. 4287

Email: howelld@emwd.org

Email: kamweruc@emwd.org
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6.A.1

INFORMATION

Board of Directors
April 7, 2021

SUBJECT:
Quarterly Risk Management and Legal Fees through the Second Quarter, Fiscal Year 2020-21
BACKGROUND:
This report provides combined quarterly reporting of risk management, claims, insurance, and
legal fees. Open claims against the District are reported in a companion closed session item.
Risk Management – Insurance:
As of the end of the second quarter for Fiscal Year ending June 30, 2021, insurance premiums
were under budget by $92,514, insurance-related services were under budget by $66,408, and
tort liability claims payments were under budget by $82,147. Attached as Exhibit A is a copy of
the schedule reflecting the budget-to-actual by category.
Premiums
In total, insurance premiums are under budget by $92,514.
• General liability, property and travel and accident insurance premiums are under budget
by $17,168, and commercial automobile insurance is under budget by $29,440. All of
those variances are due to more favorable premiums than expected, but exclude brokers’
commissions, which are now identified separately.
• Excess liability coverage is under budget by $15,120, due to more favorable premiums
than expected.
• Workers’ Compensation Excess Liability Insurance was estimated at the time of budget
based upon anticipated rates. Actual premiums were under budget by $20,181, due to
more favorable market conditions at the time of renewal.
• Additional Riders for Projects Transferred to Operations is utilized when construction
projects are transferred from the Contractor’s Course of Construction/Builders Risk policy
to the District’s General Liability/Property Insurance. The actual year-to-date expense will
rise as projects complete and are accepted by the District throughout the fiscal year. To
date, there have been no expenditures in this area, no specific budget amount was
identified.
• Other (pollution insurance, cyber liability insurance, public official, position, and notary
bonds) is utilized when miscellaneous forms of insurance are purchased. To date, there
have been no expenditures in this area, no specific budget amount was identified.
• Brokers’ commissions are now identified separately and total fees to date for all insurance
coverage was $69,395.
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Services
• Third Party Claims Administration service fees are under budget by $41,408. This will
change as monthly services are performed.
• Miscellaneous third-party fees related to claims cost were under budget by $25,000.
Excess Liability / Tort Reserves
Tort Liability Reserve Adjustment item is budgeted based upon a projection of estimated
adjustments for tort liability claims paid. The total of actual claims paid year-to-date is $17,853,
or 0.3 percent of the total claimed amount. In prior years, a tort liability reserve account was
established, and in years in which the aggregate amount of claims paid was less than budget at
fiscal year-end, the balance was transferred to the loss reserve account. This reserve is then
available to be used in years in which claims exceed budgeted amounts.
Risk Management – Closed Claims:
As of the end of the second quarter for Fiscal Year ending June 30, 2021, 22 claims were closed
totaling $17,853, representing 0.3 percent of total amount claimed. Attached as Exhibit B is a
copy of the schedule reflecting those claims, a brief description of the nature of the claim, as
well as the amounts paid.
Legal Fees:
For budgeted legal matters, actual expenses through the second quarter for the Fiscal Year
ending June 30, 2021, total $396,802. This is 37 percent below the $632,500 annual budgeted
amount for these items. Non-recurring and extraordinary legal expenses through the end of
the second quarter totaled $141,969. These legal expenses are comprised of workers’
compensation and extraordinary litigation matters. A small portion of the legal fees are also
attributed to specific capital projects and capitalized with those total project costs. A complete
accounting of the legal fees related to open litigation matters has been included in the
companion closed session item.
FINANCIAL IMPACT:
As noted above
STRATEGIC PLANNING GOAL/OBJECTIVE:
Ensure financial stability and demonstrate responsible stewardship of public funds.
ENVIRONMENTAL IMPACT:
None
4859
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RECOMMENDATION:
Receive and File
SUBMITTED BY:

Attachment(s):
Exhibit A - Q2 FY2020-21 Insurance Premiums
Exhibit B - Q2 FY2020-21 Closed Claims

History:
03/18/21
04/07/21

Board Executive Committee REVIEWED AT COMMITTEE
Board Meeting

Staff Contact: Doug Hefley
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Premiums
General Liability and Property
Excess Liability
Travel/Accident Insurance *
Workers' Comp Excess Liability
Commercial Auto
Brokers Fees
Additional Riders ‐ Projects
Transferred to Operations
Other (cyber, bonds, notary)
TOTAL

Actual
$599,832.00
$378,900.00
$0.00
$174,819.00
$185,610.00
$69,395.00
$0.00

2020‐21 YTD
Budget
$617,000.00
$394,020.00
$0.00
$195,000.00
$215,050.00
$80,000.00
$0.00

2019‐20 YTD
Budget
$596,875.00
$407,800.00
$6,125.00
$195,295.00
$190,250.00
$0.00
$25,000.00

Variance
$17,168.00
$15,120.00
$0.00
$20,181.00
$29,440.00
$10,605.00
$0.00

Variance
$41,095.75
$32,147.00
$59.25
$2,630.00
$1,952.00
($85,100.00)
$25,000.00

$0.00
$1,408,556.00

$0.00
$1,501,070.00

$0.00
$92,514.00

$75,000.00
$61,640.85
$1,465,201.85 $1,496,345.00

$13,359.15
$31,143.15

Variance
$41,408.00

2019‐20 YTD
Budget
Actual
$52,500.00
$38,293.50

Variance
$14,206.50

Actual
$555,779.25
$375,653.00
$6,065.75
$192,665.00
$188,298.00
$85,100.00
$0.00

*Travel/Accident Insurance now included in General Liability and Property Package

Services
Third Party Administrator (George
Hills)
Misc. Third Party Fees related to
Claims costs
TOTAL
Claims Paid
Claims Paid
TOTAL

2020‐21 YTD
Budget
Actual
$52,500.00
$11,092.00
$0.00

$25,000.00

$25,000.00

$6,500.00

$25,000.00

$18,500.00

$11,092.00

$77,500.00

$66,408.00

$44,793.50

$77,500.00

$32,706.50

Actual
$17,853.00
$17,853.00

2020‐21 YTD
Budget
$100,000.00
$100,000.00

Variance
$82,147.00
$82,147.00

Actual
$36,220.09
$36,220.09

2019‐20 YTD
Budget
$100,000.00
$100,000.00

Variance
$63,779.91
$63,779.91
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Total Claim #

Received

Incident Date

Claimant/Cause/Description
Beverly Law on behalf of Melinda Matsumoto‐ Personal Injury‐ Client was rear‐ended while driving on the freeway; personal injuries claimed.

Amount Claimed

Amount Res.

Amount Paid
$4,896.83

1

1272

6/23/2017

1/30/2017

$1,000,000.00

$50,000.00

2

1689

12/23/2019

1/2002‐10/2019

Arboretum Community Assoc.‐ Claims EMWD overcharged for sewer services from 2002‐2019

$400,000.00

$100,000.00

$0.00

3

1691

1/13/2020

8/16/2019

CMR oh behalf of Frontier‐ Property Damage‐ Alleges EMWD crews damanged a Frontier cable.

Unspecified

$0.00

$0.00

4

1692

1/15/2020

7/10/2019

Donald Scheid‐ Alleges he was advised by EMWD to hire leak detection company; discovered leak was on EMWD side.

$200.00

$200.00

$0.00

5

1687

12/16/2019

11/18/2018

Ethan Carbajal‐Fortner‐ Alleges while crossing intersection on a green light, vehicle was struck by an EMWD vehicle.

$2,000,000.00

$15,000.00

$0.00

6

1688

12/16/2019

11/18/2018

Nikole Diaz‐ Alleges while crossing intersection on a green light, vehicle was struck by an EMWD vehicle.

$2,000,000.00

$15,000.00

$0.00

7

1690

12/26/2019

11/26/2019

William and Laura Wagner‐ Property Damage‐ Alleges continuous shaking caused floors to vibrate and water line to break under slab.

$4,852.00

$0.00

$0.00

8

1693

1/21/2020

1/12/2020

Moreno Valley Mall Holding, LLC; Richard Pimental‐ Property Damage‐ Duplicate of claim below.

$4,950.00

$0.00

$0.00

9

1709

2/10/2020

1/12/2020

Moreno Valley Mall Holding, LLC‐ Property Damage‐ EMWD crews pulled up electrical conduit under parking lot while making repairs.

$4,950.00

$2,500.00

$2,500.00

10

1708

2/6/2020

2/3/2020

Lavonne Lee‐ Property Damage‐ Alleges EMWD damaged sewer pipe while digging up street in front of her residence.

$265.00

$0.00

$0.00

11

1727

3/26/2020

3/12/2020

Amanda Mathes‐ Property Damage‐ Reimbursement for plumbing repair made due to hot water slab leak.

$2,530.46

$0.00

$0.00

12

1747

5/4/2020

4/15/2020

Heather Sloan‐ Property Damage‐ Alleges she hit unprotected fire hydrant that was installed too close to their driveway while backing out of driveway.

$4,126.50

$0.00

$0.00

13

1793

5/4/2020

4/30/2020

Luis Rodriguez‐ Property Damage‐ Alleges brown water with sand from faucets damaged washing machine and personal belongings.

$600.00

$300.00

$0.00

14

1767

6/16/2020

2/26/2020

CMR oh behalf of Frontier‐ Property Damage‐ Alleges EMWD crews damanged a Frontier cable.

Unspecified

$0.00

$0.00

15

1787

6/18/2020

6/18/2020

Kyle Heaton‐ Alleges street sewer flushing caused toilet to spray water.

$400.00

$400.00

$400.00

16

1789

7/17/2020

5/29/2020

PERMA for Austin Meyer‐ Property Damage‐ Alleges poor road repairs resulted in damage to vehicle.

$670.96

$670.96

$670.96

17

1807

8/3/2020

8/3/2020

Hugo Appel‐ Alleges sewer backed up in bathroom when EMWD crews were cleaning the line.

$1,900.00

$1,100.00

$1,100.00

18

1794

8/6/2020

7/15/2020

Jim Sims‐Property Damage‐ Alleges manhole cover broke while driving over it, causing damage to vehicle.

$4,200.00

$1,500.00

$1,200.00

19

1808

9/2/2020

8/15/2020

George Juarez‐ Property Damage‐ Alleges pool was damaged after dirty cloudy water came out during pool filling.

$1,723.99

$500.00

$93.95

20

1827

9/9/2020

8/17/2020

Hector Castaneda‐ Alleges EMWD's failure to properly identify all safety hazards associated with well project in regards to his property.

$9,999.78

$7,500.00

$5,500.00

21

1868

11/9/2020

11/2/2020

Adam Forrest‐ Reimbursement for plumber who determined leak was on EMWD side.

$80.00

$80.00

$80.00

22

1869

11/13/2020

11/1/2020

AAA on behalf of Jennifer Beaver‐ Property Damage‐ Alleges damage to vehicle after driving over exposed manhole openening in roadway.

$1,411.14

$1,411.14

$1,411.14

TOTAL

$5,442,859.83

$196,162.10

$17,852.88

Paid to Claimed Rate
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Safety, Risk and Emergency Management Quarterly Tort Liability Report
Second Quarter FY 2020‐21
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Board of Directors
April 7, 2021

SUBJECT:
Change Orders to Specifications
BACKGROUND:
Twenty-two change orders were executed this period in a cumulative amount representing
$939,916. The five largest change orders are summarized below:
The Mountain Avenue West Replenishment Basin Project had an additive change order in the
amount of $211,093 to implement changes to the multi-port monitoring well profiles to
accommodate water table conditions and improve monitoring/sampling efficiency at multi-port
monitoring wells MP-01 and MP-02.
The McCall Boulevard Pipeline Replacement Project had an additive change order in the
amount of $144,587 that consisted of five-line items. The two largest line items are as follows:
•

•

$65,303 to implement the 12-inch mainline profile changes spanning approximately
2,200 linear feet based on pothole data collected and submitted by the contractor.
Many of the changes will require additional excavation to pass below or close to existing
utilities not shown on the contract drawings.
$52,199 to relocate fifteen water service laterals that were in conflict with the proposed
water line.

The Perris II Desalination Facility Project had an additive change order in the amount of
$133,324 to provide temporary power during the power outage for Southern California Edison
to provide a new service to the site. Specification 01140-3-4 provided limited information
regarding temporary standby generators during the power outage. Change Order Proposal 104
was issued to clarify the needs to keep the existing Sun City Lift Station and Reach IV Booster
operational during the outage. The District will provide portable generator power for the
existing Perris/Menifee Desalination Administrative Building.
The Perris II Desalination Facility Project had another additive change order in the amount of
$75,734 that consisted of three-line items. The largest line item, $43,552, was for changes
made to the site security system.
The Moreno Valley, San Jacinto Valley, Temecula Valley Regional Water Reclamation Blower
Electrification Project had an additive change order in the amount of $128,911 that consisted of
six-line items. The two largest line items are as follows:
4876
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•

•

$72,501 to add a roll out breaker trunnion /framing for controls and bus sensing at an
existing electrical switchboard. The contractor is providing a new breaker to be installed
in existing electrical switchboard. However, the existing switchboard was missing the
necessary framework to accommodate the new breaker.
$34,241 for multiple extra work items specifically at Temecula Valley Regional Water
Reclamation Facility.

FINANCIAL IMPACT:
None
STRATEGIC PLANNING GOAL/OBJECTIVE:
Deliver the highest quality products and services in a cost-effective and efficient manner by
leveraging workforce, technology, and business partnerships to implement industry-leading
processes and practices.
ENVIRONMENTAL IMPACT:
None
RECOMMENDATION:
Receive and file.
SUBMITTED BY:

Attachment(s):
Exhibit A - Report
Presentation

History:
03/25/21

Board Operations and Engineering Committee

04/07/21

Board Meeting

REVIEWED AT COMMITTEE

Staff Contact: Jennifer Morgenstern
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S.F. BD-5 (0699)
REPORT OF GENERAL MANAGER
OF CHANGE ORDERS TO SPECIFICATIONS

SPECIFICATION
NUMBER

CHANGE
ORDER
NUMBER

DAYS
ADDED

AMOUNT

JOB DESCRIPTION / CONTRACTOR

1338W

#022

0 DAYS

$75,734.04

Perris II Desalination Facility
Kiewit Infrastructure West Company

1338W

#023

0 DAYS

$133,324.00

Perris II Desalination Facility
Kiewit Infrastructure West Company

1359S

#004

101
DAYS

$7,294.82

MVRWRF TEPS MCC Replacement
Big Sky Electric, Inc.

1360S

#003

0 DAYS

$128,911.45

MV/SJV/TV RWRF’s Blower
Electrification Project
GSE Construction Company

1361W

#009

0 DAYS

$36,900.31

Mountain Avenue West
Replenishment Basin
H&H General Contractors Inc.

1361W

#010

0 DAYS

$211,093.13

Mountain Avenue West
Replenishment Basin
H&H General Contractors Inc.

1365W-REBID

#002

5 DAYS

$24,777.97

Hunter Tank Interior Recoating
J. Colon Coatings, Inc.

1366W

#002

2 DAYS

$12,024.78

Corwin Booster Electrical
Replacement
CDM Smith Constructors, Inc.

1376W

#005

4 DAYS

$19,004.79

Well 59 Wellhead Treatment Facility
RSH Construction Services

1376W

#006

0 DAYS

$2,229.67

Well 59 Wellhead Treatment Facility
RSH Construction Services

1376W

#007

3 DAYS

$6,682.26

Well 59 Wellhead Treatment Facility
RSH Construction Services

Attachment: Exhibit A - Report (4876 : Change Order Report)
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SPECIFICATION
NUMBER

1378W

1384W

CHANGE
ORDER
NUMBER

#003

#002

DAYS
ADDED

11 DAYS

1 DAYS

AMOUNT

JOB DESCRIPTION / CONTRACTOR

$144,587.43

McCall Boulevard Pipeline
Replacement Project
Norstar Plumbing and Engineering,
Inc.

$2,376.43

PWFP Reject Recovery Facility Settling
Channel
SCW Contracting Corporation

1385

#001

2 DAYS

$12,073.14

I-215 Freeway & Placentia Avenue
Interchange Water and Sewer
Relocation Project
E.J. Meyer Company

1387W

#001

0 DAYS

$35,610.95

Las Brisas Transmission Pipeline
E.J. Meyer Company

1395W

#001

26 DAYS

$0.00

Markham Tank Interior Recoating
Paso Robles Tank, Inc.

1395W

#002

0 DAYS

$0.00

Markham Tank Interior Recoating
Paso Robles Tank, Inc.

1396W

#001

12 DAYS

$27,371.32

Hidden Springs Tank Interior
Recoating
Spiess Construction Co., Inc.

1397W

#001

2 DAYS

$0.00

Vista Tank Interior Recoating
J. Colon Coatings, Inc.

$3,338.38

Pat Road Booster Engine
Replacements
Pacific Hydrotech Corporation

1399W

#001

0 DAYS

1402P

#001

24 DAYS

$32,126.14

Winchester Recycled Water
Transmission Main Cathodic
Protection Rehabilitation
Hemet Manufacturing Company, Inc.
dba Genesis Construction

1418SW

#002

18 DAYS

$24,455.14

Romoland MDP Relocations
Scorpion Backhoe, Inc.
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Change Order Summary Report

Attachment: Presentation (4876 : Change Order Report)

6.A.2.b

Bruce Mitzel, P.E.
March 25, 2021
1 | emwd.org
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6.A.2.b

•
•
•
•

MV/SJV/TV RWRF Blower Electrification Project
Mountain Avenue West Replenishment Basin Project
McCall Boulevard Pipeline Replacement Project
Perris II Desalination Facility Project

Attachment: Presentation (4876 : Change Order Report)

Agenda
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6.A.2.b

CHANGE ORDER NO.
3A

AMOUNT
$34,241

3B

$72,501

CHANGE ORDER SUMMARY
DESCRIPTION
Added work due to changed site conditions for the following items;
relocate wash waterline, relocate heat loop piping, removal of concrete
equipment pads that created a safety hazard, reroute of electrical duct
bank and repair of an existing gas utility that was leaking.
The contractor purchased a breaker to install into an existing electrical
switchboard. The existing switchboard did not have the necessary roll-out
trunnion/framing to accommodate controls and bus sensing for the new
breaker.

CONTRACT INFORMATION
Original Bid Amount
Revised Contract Amount Through CO-003
Tentative Completion Date

$7,621,500
$7,914,708 (3.85%)
May 2021

Attachment: Presentation (4876 : Change Order Report)

MV/SJV/TV RWRF Blower – Summary of Change Orders
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6.A.2.b

CHANGE ORDER NO.
10A

AMOUNT
$211,093

CHANGE ORDER SUMMARY
DESCRIPTION
Implement changes to the multi-port monitoring well profiles to
accommodate water table conditions and improve monitoring/sampling
efficiency at multi-port monitoring wells MP-01 and MP-02.

CONTRACT INFORMATION
Original Bid Amount
Revised Contract Amount Through CO-003
Tentative Completion Date

$13,857,059
$14,619,850 (5.50%)
May 2, 2021

Attachment: Presentation (4876 : Change Order Report)

Mountain Avenue West Replenishment Basin
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6.A.2.b

CHANGE ORDER NO.
3B

AMOUNT
$65,303

3C

$52,200

CHANGE ORDER SUMMARY
DESCRIPTION
Pipeline profile had to be revised due to unknown utility conflicts
which resulted in a deeper excavation and production impacts.
Fifteen 1-inch and 2-inch water services relocated to eliminate
interferences.

CONTRACT INFORMATION
Original Bid Amount
Revised Contract Amount Through CO-003
Tentative Completion Date

$2,113,000
$2,318,532 (9.73%)
September 21, 2021

Attachment: Presentation (4876 : Change Order Report)

McCall Boulevard Pipeline Replacement
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6.A.2.b

CHANGE ORDER NO.
22B

AMOUNT
$45,552

23C

$133,324

CHANGE ORDER SUMMARY
DESCRIPTION
Security System Revisions which included additional card readers, cameras and CAT6 cable in lieu of fiber optic cable.
Specification 01140-3-4 provided limited information regarding temporary standby
generators during the power outage. Change Order Proposal (COR) 104 was issued
to clarify the needs to keep the existing Sun City Lift Station and Reach IV Booster
operational during SCE cut-over outage. The District will provide portable generator
power for the existing Perris/Menifee Desalination Administrative Building.

Attachment: Presentation (4876 : Change Order Report)

Perris II Desalination Facility

6 | emwd.org
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6.A.2.b

Description
Changed Site Conditions
Claims Resolution

Requested $ Authorized $
$624,986
$486,014
$2,775
$2,775

Design Errors (1)

$1,314,997

Design Omissions (1)
Other
Regulatory Agency Changes
Requested by Contractor
Safety

$2,270,769
($1,700)
$977,694
$27,523
$2,125

Requested by District
Total to Date

Percent of
Contract
1.0%
0.0%

$1,032,160

2.1%

$1,422,358
($1,963)
$732,266
$25,661
$2,084
Subtotal:
$1,908,393
$1,015,885
$7,127,563
$4,717,241

2.84%
0.0%
1.5%
0.1%
0.0%
7.4%
2.0%
9.40%

Attachment: Presentation (4876 : Change Order Report)

Change Orders Through Change Order Number 24

(1) Financial participation agreements with Back & Veatch in amount of $393,242.

7 | emwd.org
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6.A.2.b

Contract Award

Kiewit Infrastructure

Notice to Proceed
Original Contract Time
Days Elapsed
Revised Contract Date
Original Contract Amount
Approved Change Orders
Revised Contract Amount
Total Progress to Date ($)
Percent Complete ($)
Percent Complete (time)

January 28, 2019
793 (through March 31, 2021)
754 days
June 24, 2021
$49,994,000
$4,717,241 (through CO No. 024)
$54,711,241
$47,458,116
87%
86%

Attachment: Presentation (4876 : Change Order Report)

Construction Contract Status
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6.A.2.b

Attachment: Presentation (4876 : Change Order Report)

Reverse Osmosis Process / Administrative Building
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6.A.2.b
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Administrative Building / Decarbonator Area
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6.A.2.b
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Forebay / Transfer Pump Station
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6.A.2.b

Attachment: Presentation (4876 : Change Order Report)

Chlorine Contact Basin / Finish Water Pump Station

12 | emwd.org
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Contact Information
Bruce Mitzel
Director of Field Engineering
(951) 928-3700 Ext. 4476
Email: mitzelb@emwd.org

Attachment: Presentation (4876 : Change Order Report)

6.A.2.b

13 | emwd.org
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6.B.1

MINUTES
MARCH 18, 2021
7:30 AM
CONF. RM. 217
Please note this meeting will be conducted pursuant to the provisions of Executive Order N-25-30
issued by Governor Gavin Newsom on March 12, 2020, governing protocol for teleconferenced
meetings. Certain board members may be calling in to this meeting by telephone. Any member of
the public can observe and participate in this meeting by attending the meeting at 2270 Trumble
Road, Perris, CA 92570. Any member of the public wishing to make any comments to the Board
may do so in person or by using the following call-in number: (951) 384-0840
Conference ID: 473 756 4#

COMMITTEE MEMBERS: Philip E. Paule, President; Randy A. Record, Vice President
STAFF: Paul D. Jones II, General Manager; Nick Kanetis, Deputy General Manager; Laura
Nomura, Deputy General Manager
CALL TO ORDER
Philip E. Paule
Randy A. Record
Paul D. Jones II P.E.
Nick Kanetis
Laura Nomura
Laura Zamora
Doug Hefley
John Adams
I.

President
Vice President (Remote)
General Manager
Deputy General Manager
Deputy General Manager
Director of Human Resources (Remote)
Dir. of Safety, Risk & Emergency Mgmt.
Chief Financial Officer (Remote)

PUBLIC COMMENTS
Any subject within the jurisdiction of EMWD. However, no action can be taken on any
item discussed unless such action has been authorized under §54954.2(b)(2) of the
Government Code. Speakers are required to limit comments to 3 minutes.

Minutes Acceptance: Minutes of Mar 18, 2021 7:30 AM (Committee Meeting Notes)

BOARD EXECUTIVE COMMITTEE
REGULAR MEETING

None

Eastern Municipal Water District

Page 1

Updated 3/24/2021 11:14 AM
Packet Pg. 420

6.B.1
Minutes

Board Executive Committee

II.

March 18, 2021

PROPOSED BOARD ITEMS - ACTION CALENDAR
A. February Meeting Summary and Expense Reports of the Board of Directors; Expense
Report of the General Manager (Jones)
RESULT:

Next: 4/7/2021 9:00 AM

INFORMATION ITEMS / PRESENTATIONS
A. Quarterly Risk Management and Legal Fees through the Second Quarter, Fiscal Year
2020-21 (Kanetis/Hefley)
RESULT:

REVIEWED AT COMMITTEE

Next: 4/7/2021 9:00 AM

B. General District Legal Matters (Jones) - Oral Report
RESULT:

DISCUSSED AT COMMITTEE

C. General Manager Proposed Transition Activities (Jones)
RESULT:
IV.

DISCUSSED AT COMMITTEE

Next: 4/7/2021 9:00 AM

RECEIVE AND FILE
None

V.

DIRECTOR'S COMMENTS / FUTURE AGENDA ITEM(S)
None

VI.

CLOSED SESSION
A. Quarterly Risk Management and Legal Fees through the First Quarter, Fiscal Year
2020-21 (Kanetis/Hefley)
Anticipated Litigation
Government Code Section 54956.9(b)
Significant Exposure to Litigation (19 claims)
RESULT:

VII.

REVIEWED AT COMMITTEE

NEXT MEETING

Next: 4/7/2021 9:00 AM

Minutes Acceptance: Minutes of Mar 18, 2021 7:30 AM (Committee Meeting Notes)

III.

RECOMMENDED FOR APPROVAL

Thursday, April 15, 2021, 7:30 a.m.

Eastern Municipal Water District
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6.B.2

MINUTES
MARCH 18, 2021
9:00 AM
CONF. RM. 217
Please note this meeting will be conducted pursuant to the provisions of Executive Order N-25-30 issued by
Governor Gavin Newsom on March 12, 2020, governing protocol for teleconferenced meetings. Certain board
members may be calling in to this meeting by telephone. Any member of the public can observe and participate in
this meeting by attending the meeting at 2270 Trumble Road, Perris, CA 92570. Any member of the public wishing
to make any comments to the Board may do so in person or by using the following call-in number: (951) 384-0840
Conference ID: 269 956 44#

COMMITTEE MEMBERS: Philip E. Paule, Board President; David J. Slawson, Board Member
STAFF: Paul D. Jones II, General Manager; Nick Kanetis, Deputy General Manager; Laura Nomura,
Deputy General Manager; Joe Mouawad, Assistant General Manager of Planning, Engineering and
Construction; Jeff Wall, Assistant General Manager of Operations and Maintenance; Laura Zamora,
Director of Human Resources; April Coady, Director of Public and Governmental Affairs; Dan Howell,
Senior Director of Administrative Services; Doug Hefley, Director of Safety, Risk and Emergency
Management; and Mike Malone, Senior Director of Information Systems

CALL TO ORDER
Philip E. Paule
David J. Slawson
Paul D. Jones II P.E.
Nick Kanetis
Laura Nomura
Joe Mouawad
Jeff D. Wall P.E.
Laura Zamora
April Coady
Daniel Howell
Doug Hefley
Mike Malone
John Adams
Thomas Hays
Wilma Garriz
Traci Lee
John J. Ward

Eastern Municipal Water District

President
Board Member
General Manager
Deputy General Manager
(Remote)
Deputy General Manager
Assistant General Manager (Remote)
Assistant General Manager (Absent)
Director of Human Resources (Absent)
Director of Public and Governmental Affairs (Absent)
Sr. Director of Administrative Services
(Absent)
Dir. of Safety, Risk & Emergency Mgmt.
(Absent)
Sr. Director of Information Systems (Absent)
Chief Financial Officer
Financial Manager III
Controller
(Remote)
Financial Analyst II
(Remote)
Director of Engineering Services
(Remote)

Page 1
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BOARD ADMINISTRATIVE COMMITTEE
SPECIAL MEETING

Updated 4/1/2021 8:55 AM
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6.B.2
Minutes

Board Administrative Committee

I.

March 18, 2021

PUBLIC COMMENTS
Any subject within the jurisdiction of EMWD. However, no action can be taken on any
item discussed unless such action has been authorized under §54954.2(b)(2) of the
Government Code. Speakers are required to limit comments to 3 minutes.
None
PROPOSED BOARD ITEMS - ACTION CALENDAR
A. Adopt a Proposed Resolution Adopting the Eastern Municipal Water District Reserve
Policy (Nomura/Adams)
RESULT:

III.

RECOMMENDED FOR APPROVAL

INFORMATION ITEMS / PRESENTATIONS
None

IV.

RECEIVE AND FILE
None

V.

DIRECTOR'S COMMENTS / FUTURE AGENDA ITEM(S)
None

VI.

CLOSED SESSION
None

VII.

NEXT MEETING
Thursday, April 1, 2021, 4:00 p.m.

Eastern Municipal Water District

Page 2

Next: 4/7/2021 9:00 AM

Minutes Acceptance: Minutes of Mar 18, 2021 9:00 AM (Committee Meeting Notes)

II.

Updated 4/1/2021 8:55 AM
Packet Pg. 423

6.B.3

MINUTES
MARCH 25, 2021
3:30 PM
CONF. RM. 217
Please note this meeting will be conducted pursuant to the provisions of Executive Order N-25-30 issued by
Governor Gavin Newsom on March 12, 2020, governing protocol for teleconferenced meetings. Certain board
members may be calling in to this meeting by telephone. Any member of the public can observe and participate in
this meeting by attending the meeting at 2270 Trumble Road, Perris, CA 92570. Any member of the public wishing
to make any comments to the Commission may do so in person or by using the following call-in number:
(951) 384-0840 Conference ID: 158 999 136#

COMMITTEE MEMBER: David J. Slawson, Board Member; Jeff Armstrong, Board Member
STAFF: Paul D. Jones II, P.E., General Manager; Nick Kanetis, Deputy General Manager; Laura
Nomura, Deputy General Manager; Joe Mouawad, Assistant General Manager of Planning,
Engineering, and Construction; Jeff Wall, Assistant General Manager of Operations and
Maintenance

CALL TO ORDER
David J. Slawson
Jeff Armstrong
Paul D. Jones II P.E.
Nick Kanetis
Laura Nomura
Joe Mouawad
Jeff D. Wall P.E.
Erik Jorgensen
Bruce Mitzel
I.

Board Member
Board Member
(Remote)
General Manager
(Remote)
Deputy General Manager
Deputy General Manager
(Absent)
Assistant General Manager
Assistant General Manager (Remote)
Sr. Civil Engineer
(Remote)
Director of Field Engineering (Remote)

Minutes Acceptance: Minutes of Mar 25, 2021 3:30 PM (Committee Meeting Notes)

BOARD OPERATIONS AND ENGINEERING COMMITTEE
REGULAR MEETING

PUBLIC COMMENTS
Any subject within the jurisdiction of EMWD. However, no action can be taken on any
item discussed unless such action has been authorized under §54954.2(b)(2) of the
Government Code. Speakers are required to limit comments to 3 minutes.
None

II.

PROPOSED BOARD ITEMS - ACTION CALENDAR

Eastern Municipal Water District

Page 1

Updated 3/29/2021 11:23 AM
Packet Pg. 424

6.B.3
Minutes

Board Operations and Engineering Committee

March 25, 2021

A. Approve and Authorize a Contract with SS Mechanical Construction Corp.,
($480,296) for the Temecula Valley Regional Water Reclamation Facility Gravity
Filter Media Replacement, for a Total Project Cost Not to Exceed $564,000
(Wall/Melendrez)
RECOMMENDED FOR APPROVAL

Next: 4/7/2021 9:00 AM

B. Approve and Authorize Amendment to Agreement with Carollo Engineers ($87,062)
for the Final Design of the Moreno Valley Regional Water Reclamation Facility Plant
2B Equipping Project
and
Additional Appropriation of $289,819
(Mouawad/Jorgensen)
RESULT:

RECOMMENDED FOR APPROVAL

Next: 4/7/2021 9:00 AM

C. Approve and Authorize Second Amendment to the Interagency Agreement with
Western Municipal Water District for Intertie Connections to Serve March Air
Reserve Base Area Development, Subject to Non-substantive Changes
(Mouawad/Wallace)
RESULT:
III.

RECOMMENDED FOR APPROVAL

Next: 4/7/2021 9:00 AM

INFORMATION ITEMS / PRESENTATIONS
None

IV.

RECEIVE AND FILE
A. Change Orders to Specifications (Mouawad)
RESULT:

V.

REVIEWED AT COMMITTEE

DIRECTOR'S COMMENTS / FUTURE AGENDA ITEM(S)
None

VI.

CLOSED SESSION
None

VII.

NEXT MEETING
Thursday, April 22, 2021, 3:30 p.m.

Eastern Municipal Water District

Page 2

Next: 4/7/2021 9:00 AM

Minutes Acceptance: Minutes of Mar 25, 2021 3:30 PM (Committee Meeting Notes)
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6.B.4

MINUTES
APRIL 1, 2021
4:00 PM
CONF. RM. 217
Please note this meeting will be conducted pursuant to the provisions of Executive Order N-25-30 issued by
Governor Gavin Newsom on March 12, 2020, governing protocol for teleconferenced meetings. Certain board
members may be calling in to this meeting by telephone. Any member of the public can observe and participate in
this meeting by attending the meeting at 2270 Trumble Road, Perris, CA 92570. Any member of the public wishing
to make any comments to the Board may do so in person or by using the following call-in number: (951) 384-0840
Conference ID: 269 956 44#

COMMITTEE MEMBERS: Philip E. Paule, Board President; David J. Slawson, Board Member
STAFF: Paul D. Jones II, General Manager; Nick Kanetis, Deputy General Manager; Laura Nomura,
Deputy General Manager; Joe Mouawad, Assistant General Manager of Planning, Engineering and
Construction; Jeff Wall, Assistant General Manager of Operations and Maintenance; Laura Zamora,
Director of Human Resources; April Coady, Director of Public and Governmental Affairs; Dan Howell,
Senior Director of Administrative Services; Doug Hefley, Director of Safety, Risk and Emergency
Management; and Mike Malone, Senior Director of Information Systems

CALL TO ORDER
Philip E. Paule
David J. Slawson
Paul D. Jones II P.E.
Laura Nomura
Nick Kanetis
Joe Mouawad
Jeff D. Wall P.E.
Laura Zamora
John Adams
Thomas Hays
Daniel Howell
Mike Malone
April Coady
Doug Hefley
Paula Allen
Michael Wayment
Jolene Walsh

Eastern Municipal Water District

President
Board Member
General Manager
(Remote)
Deputy General Manager
Deputy General Manager
(Absent)
Assistant General Manager (Remote)
Assistant General Manager (Absent)
Director of Human Resources (Absent)
Chief Financial Officer
Financial Manager III
Sr. Director of Administrative Services
(Remote)
Sr. Director of Information Systems (Remote)
Director of Public and Governmental Affairs (Remote)
Dir. of Safety, Risk & Emergency Mgmt.
(Absent)
Human Resources Manager (Remote)
Business Systems Manager (Remote)
Exec. Policy/Governmental Affairs Advisor (Remote)
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BOARD ADMINISTRATIVE COMMITTEE
REGULAR MEETING

Updated 4/6/2021 7:47 AM
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6.B.4
Minutes

Board Administrative Committee

April 1, 2021

Other attendees included: Heidi Schoeppe, and Matt Chesney, Albert A. Webb Associates
(Remote); Jim Zimmerman, Zimmerman Group (Remote); Bradley Neal, Stradling Yocca
Carlson & Rauth (Remote); Richard Kikuchi, LSL CPAs & Advisors (Remote); Ana Sarabian,
Fieldman, Rolapp & Associates (Remote)
PUBLIC COMMENTS
Any subject within the jurisdiction of EMWD. However, no action can be taken on any
item discussed unless such action has been authorized under §54954.2(b)(2) of the
Government Code. Speakers are required to limit comments to 3 minutes.
None
II.

PROPOSED BOARD ITEMS - ACTION CALENDAR
A. Adopt a Proposed Resolution of Issuance of the Board of Directors of Eastern
Municipal Water District Acting as the Legislative Body of Community Facilities
District No. 2004-35 (Mountain Gate) Improvement Area D Authorizing the Issuance
of its 2021 Special Tax Bonds and Approving Bond Documents as to Form
(Nomura/Adams)
RESULT:

RECOMMENDED FOR APPROVAL

Next: 4/21/2021 9:00 AM

B. Adopt a Proposed Resolution of Issuance of the Board of Directors of Eastern
Municipal Water District Acting as the Legislative Body of Community Facilities
District No. 2018-82 (Aspen Pointe) Authorizing the Issuance of its 2021 Special Tax
Bonds and Approving Bond Documents as to Form (Nomura/Adams)
RESULT:

RECOMMENDED FOR APPROVAL

Next: 4/21/2021 9:00 AM

C. Adopt a Proposed Resolution of the Board of Directors of Eastern Municipal Water
District Approving a Joint Community Facilities Agreement as to Form for City of
Menifee Community Facilities District No. 2021-1 (Nomura/Adams)
RESULT:

RECOMMENDED FOR APPROVAL

Next: 4/21/2021 9:00 AM

D. Adopt Two Proposed Resolutions of Intention of the Board of Directors of Eastern
Municipal Water District in Connection with the Establishment of Community
Facilities District No. 2021-91 (Prairie Crossing) (Nomura/Adams)
RESULT:

RECOMMENDED FOR APPROVAL

Minutes Acceptance: Minutes of Apr 1, 2021 4:00 PM (Committee Meeting Notes)

I.

Next: 4/21/2021 9:00 AM

E. Adopt a Proposed Resolution Amending the EMWD Administrative Code, Title 3
Article 8, Comprehensive Debt Policy (Nomura/Adams)
RESULT:

RECOMMENDED FOR APPROVAL

Next: 4/7/2021 9:00 AM

F. Approve and Authorize a Three-Year Contract with Lance, Soll & Lunghard, LLP for
Professional Auditing Services, with Two Optional Renewal Years (Nomura/Adams)
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RESULT:

RECOMMENDED FOR APPROVAL

April 1, 2021

Next: 4/7/2021 9:00 AM

G. Approve and Authorize a Lease Amendment with T-Mobile West Tower LLC, for an
Additional Tenant at the District's Walnut Tank Facility (Nomura/Howell)
RESULT:

RECOMMENDED FOR APPROVAL

Next: 4/7/2021 9:00 AM

RESULT:

RECOMMENDED FOR APPROVAL

Next: 4/7/2021 9:00 AM

I. Approve Map and Legal Descriptions, and Adopt Two Proposed Resolutions for the
Annexation of Parcel Nos. U-23-21-1 and U-24-21-1 to Improvement District Nos. U23 and U-24 (Lennar Homes of California, Incorporated) (Nomura/Howell)
RESULT:

RECOMMENDED FOR APPROVAL

Next: 4/21/2021 9:00 AM

J. Approve Map and Legal Descriptions, and Adopt Two Proposed Resolutions for the
Annexation of Parcel Nos. U-27-21-1 and U-28-21-1 to Improvement District Nos. U27 and U-28 (Duke Realty Webster Rider, LP) (Nomura/Howell)
RESULT:

RECOMMENDED FOR APPROVAL

Next: 4/21/2021 9:00 AM

K. Approve Map and Legal Descriptions, and Adopt Two Proposed Resolutions for the
Annexation of Parcel Nos. U-31-21-1 and U-32-21-1 to Improvement District Nos. U31 and U-32 (Forterra Pipe and Precast, LLC) (Nomura/Howell)
RESULT:

RECOMMENDED FOR APPROVAL

Next: 4/21/2021 9:00 AM

L. Approve Map and Legal Descriptions, and Adopt Two Proposed Resolutions for the
Annexation of Parcel Nos. U-35-21-1 and U-36-21-1 to Improvement District Nos. U35 and U-36 (Pulte Home Company, LLC, and Diamond Brothers Five Partnership)
(Nomura/Howell)
RESULT:

RECOMMENDED FOR APPROVAL

Next: 4/21/2021 9:00 AM

M. Approve and Authorize an Additional Appropriation of $69,000 with eVerge Group
LLC (eVerge) for a Total Three-Year Contract Amount of $613,190 (Nomura/Malone)
RESULT:
III.

RECOMMENDED FOR APPROVAL

Minutes Acceptance: Minutes of Apr 1, 2021 4:00 PM (Committee Meeting Notes)

H. Approve and Authorize a One-Year Extension and the Addition of $272,000 to
Agreement No. 102956 with Xerox Corporation for Document and Production
Equipment Lease Services (Nomura/Howell)

Next: 4/7/2021 9:00 AM

INFORMATION ITEMS / PRESENTATIONS
A. Public and Governmental Affairs Highlights and Legislative Updates (Coady/Walsh)
RESULT:
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IV.

April 1, 2021

RECEIVE AND FILE
A. Employee Reimbursements of at Least $100 (AB1542) for February 2021
(Nomura/Adams)
RESULT:

REVIEWED AT COMMITTEE

Next: 4/21/2021 9:00 AM

B. Treasurer's Report for February 2021 (Nomura/Adams)
REVIEWED AT COMMITTEE

Next: 4/21/2021 9:00 AM

C. Post Audit of Checks for the Month of February 2021 (Nomura/Adams)
RESULT:

REVIEWED AT COMMITTEE

Next: 4/21/2021 9:00 AM

D. Contracts Executed on Behalf of the District for February 2021 (Nomura/Howell)
RESULT:

REVIEWED AT COMMITTEE

Next: 4/21/2021 9:00 AM

E. District Staffing Status Update for February 2021 (Nomura/Zamora)
RESULT:
V.

REVIEWED AT COMMITTEE

Next: 4/21/2021 9:00 AM

DIRECTOR'S COMMENTS / FUTURE AGENDA ITEM(S)
Director Paule requested staff provide an informational item for the June 3, 2021 Board
Administrative Committee meeting to evaluate costs and details for conducting
webcasts for District Board Meetings along with an outline of what other agencies are
doing as it relates to public meetings.

VI.

CLOSED SESSION
None

VII.

NEXT MEETING
Thursday, May 6, 2021, 4:00 p.m.
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