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Policy Title: Annual Investment Policy Adopted 03/28/07
Policy Number: Financial Management Policy 5.01 Proposed 10/08/14 (Res. 2014- )

Calaveras County Water District

5.01.01 Policy Statement

This policy is intended to provide guidelines for the prudent investment of the Calaveras
County Water District's (District) funds and outline the policies for maximizing the efficiency
of the District's cash management system. The ultimate goal is to enhance the economic
status of the District consistent with the prudent protection of the District's investments. This
investment Policy has been prepared in conformance with all pertinent existing laws of the
State of California including California Government Code Sections 53600, ef seq.

5.01.02 Scope

It is intended that this policy cover all funds and investment activities of the District. These
funds are defined and detailed in the District’s Annual Financial Statements and include any
new funds created unless specifically excluded by District management and the Board of
Directors. The management of Calaveras County Water District's bond issued proceeds is not
included in this policy because they have unique investment objectives, time horizons, and
legal requirements. Incorporated herein are Appendices A and B, “Description of
Authorized Investments and Restrictions,” and “Glossary of Cash Management Terms,”
respectively.

5.01.03 Prudent Person Standard

The District operates its investment portfolio under the Prudent Investor Standard (California
Government Code Section 53600.3) which states, "When investing, reinvesting, purchasing,
acquiring, exchanging, selling or managing public funds, a trustee shall act with care, skill,
prudence and diligence under the circumstances then prevailing, including, but not [imited to,
the general economic conditions and the anticipated needs of the District, that a prudent
person acting in a like capacity and familiarity with those matters would use in the conduct of
funds of a like character and with like aims, to safeguard the principal and maintain the
liquidity needs of the District.”

5.01.04 Investment Objectives

When investing, reinvesting, purchasing, acquiring, exchanging, selling or managing the
District's funds, the primary objective is to safeguard the principal of the funds. The
secondary objective is to meet the liquidity needs of the District. The third objective is to
achieve a maximum return on invested funds. It is the policy of the District to invest public
funds in a manner to obtain the highest return obtainable with the maximum security while
meeting the daily cash flow demands of the District as long as investments meet the criteria
established by this policy for safety and liquidity and conform to all laws governing the
investment of District funds.
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5.01.04.1 Safety of Principal

! Safety of principal is the foremost objective of the District. Each investment
transaction shall seek to first ensure that capital losses are avoided, whether they
arise from securities defaults, institution default, broker-dealer default, or erosion
of market value of securities. The District shall mitigate the risk to the principal
of invested funds by limiting credit and interest rate risks. Credit Risk is the risk
of loss due to the failure of a security's issuer or backer. Interest Rate risk is the
risk that the market value of the District's portfolio will fall due to an increase in
general interest rates.

A) Credit risk will be mitigated by:

(1) Limiting investments to only the most creditworthy types of securities;
and

(2) Pre-qualifying a list of non-government issuers of securities with which
the District will do business; and

(3) Diversifying the investment portfolio so that the potential failure of any
one issue or issuer will not place an undue financial burden on the
District.

(4) The District cannot invest any more than 5% maximum of the portfolio
in any single issuer’s bond debt, except U.S. Government, its agency or
the State of California Local Agency Investment Fund.

B) Interest rate risk will be mitigated by:

(1) Structuring the District's portfolio so that securities mature to meet the
District's cash requirements for ongoing obligations, thereby reducing the
possible need to sell securities on the open market at a loss prior to their
maturity to meet those requirements; and

(2) Investing primarily in shorter-term securities as defined in "(b)"
Liquidity.

5.01.04.2 Liquidity

Availability of sufficient cash to pay for current expenditures shall be
maintained. An adequate perccntage of the portfolio shall be maintained in
liquid short-term securities, which can be converted to cash as necessary to meet
disbursement requirements.  Since cash requirements cannot always be
anticipated, sufficient investments in securities with active secondary or resale
markets shall be utilized. These securities will have a low sensitivity to market
risk. The Local Agency Investment Fund (LAIF) and short-term money market
securities shall also be used as liquid investments. The cash management system
of the District shall be designed to accurately monitor and forecast expenditures
and revenues to insure the investment of monies to the fullest extent possible.
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5.01.05

5.01.06

5.01.07

5.01.04.3 Rates of Return

Return on investments shall be considered only after the basic requirements of
safety and liquidity have been met. The investment portfolio shall be designed to
attain a market average rate of return throughout economic cycles, taking into
account the District's risk constraints, the composition and cash flow
characteristics of the portfolio, and applicable laws.

Delegation of Authority

The Board of Directors hereby delegates management authority and responsibility for
implementing the investment policy to the General Manager or designee, who shall establish
written procedures for the operation of the investment program consistent with this
investment policy and the requirements of applicable laws, Such procedures shall include
explicit delegation (by the Board of Directors) of authority to persons responsible for
investment transactions. No person may engage in an investment transaction except as
provided under the terms of this policy and the procedures established by the Board of
Directors. The General Manager or designee shall be responsible for all transactions
undertaken by the District's staff, and shall establish a system of controls to regulate the
activities of internal staff and any external investment advisors.

All participants in the investment process shall act, as custodians of the public trust and all
investment officials shall recognize that the investment portfolio is subject to public review
and evaluation. The overall program shall be designed and managed with a degree of
professionalism that is worthy of the public trust. All investment related activity shall be
done in conformance with this policy and all applicable State and Federal laws and
regulations.

Ethics and Conflicts of Interest

Officers and employees involved in the investment process shall refrain from personal
business activity that could conflict with proper execution of the investment program, or
which could impair their ability to make impartial investment decisions. Employees and
investment officers shall disclose any financial interest in financial institutions that conduct
business with the District, and they shall further disclose any personal financial/investment
positions that could be related to the performance of the District's portfolio. Employees and
officers shall subordinate their personal investment transactions to those of the District,
particularly with regard to the timing of purchases and sales, and shall avoid transactions that
might impair public confidence.

Investment Advisory Committee

An Investment Advisory Committee consisting of the General Manager, Auditor-Controller
Dircetor of Administrative Services and one Board Member from the Finance Committee
shall be established for purposes of reviewing investment activities and strategies. The
Investment Advisory Committee shall meet as necessary to review quarterly investment
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5.01.08

reports, develop future investment strategies and present investment recommendations to the
Finance Committee and the Board of Directors.

Authorized Financial Dealers and Institutions

The General Manager or designee shall establish and maintain a list of the financial
institutions and broker/dealers authorized to provide investment and depository services to
the District, shall perform an annual review of the financial condition and registrations of the
qualified institutions, and require annual audited financial statements to be on file for each
approved institution. The District shall send annually, or as updated, a copy of its current
Investment Policy to all financial institutions and broker/dealers approved to do business with
the District. Receipt of the Investment Policy including confirmation that it has been
received and reviewed by the person(s) handling the District's account, shall be
acknowledged in writing within thirty (30) days.

5.01.08.1 Depositories

In selecting depositories, the creditworthiness of institutions shall be considered
and the General Manager or designee shall conduct a comprehensive review of
prospective  depositories' credit characteristics and financial history.
Qualifications and minimum requirements for depositories shall be established
by the General Manager or designee, approved by the Board of Directors and
provided to any institution seeking to conduct business with the District. Banks
and Savings and LLoan Associations seeking to establish eligibility as a depository
for the District's Collaterized Certificate of Deposits shall submit annually an
audited financial statement, which shall be reviewed by the General Manager or
designec for compliance with the District's financial criteria.

Any institution meeting the District's required criteria will be eligible for
placement of public deposits by the District, subject to approval by the General
Manager or designee. As deemed necessary by the General Manager or
designee, reviews of unaudited quarterly financial data for institutions on the
District's approved list shall be made. Any institution falling below the District's
established minimum criteria shall be removed from the approved list, no new
deposits may be placed with that institution and all funds remaining shall be
withdrawn as the deposits mature.

5.01.08.2 Brokers and Dealers

All brokers and dealers that desire to become qualified bidders for investment
transactions with the District must respond to a "Broker Dealer Questionnaire"
and submit related documents relative to eligibility. This includes a current
audited financial statement, proof of state registration, proof of NASD
registration and a certification they have received and reviewed the District's
Investment Policy and agree to comply with the provisions outlined in the
investment Policy. The General Manager or designee may establish any
additional criteria decmed appropriate to evaluate and approve any financial
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services provider. The selection process for broker dealers shall be open to both
"primary dealers" and "secondary/regional dealers” that qualify under Securities
and Exchange Commission Rule 15¢3-1 (Uniform Net Capital Rule). The
provider must be experienced in institutional trading practices and be familiar
with the California Government Code as it relates to investments by a public
entity.

5.01.09 Authorized and Suitable Investments

The District is provided a broad spectrum of eligible investments under California
Government Code Sections 53600 - 53609 (authorized investments), 53630 - 53686 (deposits
and collateral) and 16429.1 (Local Agency Investment Fund). The District may choose to
restrict its permitted investments to a smaller list of securities that more closely fits the
District's cash flow needs and requirements for liquidity. If a type of investment is added to
the Government Code list, it shall not be added to the District's Authorized Investment List
until this policy is amended and approved by the Board of Directors. If a type of investment
permitted by the District should be removed from the Government Code list, it shall be
deemed concurrently removed from the District's Authorized Investment List, but existing
holdings may be held until they mature.

Within the context of these limitations, the following investments are authorized:
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SUMMARY OF INVESTMENTS AUTHORIZED UNDER CALIFORNIA
GOVERNMENT CODE SECTION 53601 AND
CALAVERAS COUNTY WATER DISTRICT
STATEMENT OF INVESTMENT POLICY

See Appendix A
ALLOWED BY STATUTE AUTHORIZED BY CALAVERAS COUNTY
WATER DISTRICT
Minimum
CGC Maximum | Authorized Requ.ired Maximum | Authorized | Required
Section Investment Type Maturity | Limit (%) Rating Maturity | Limit (%) Rating
53601(a) Local District Bonds 5 Years None None S Years 50% AA
53601{b) U.S. Treasury Obligations S Years None None 5 Years 100% N/A
53601(c) State of California Obligations 5 Years 100% None 5 Years 100% A
53601{d) Other State Obligations S Years None None 5 Years 20% AA
53601(e) California Local District 5 Ycars None None 5 Years 50% AA
Obligations
53601(f) U.S. Agencics 5 Years None None 5 Years 100% AAA
53601(g) Bankers® Acceptances 180 Days 40%/30% None 180 Days 40% A
Al/PLFI
53601(h) Commercial Paper 270 Days 25%or 10% Al/PL/FL 270 Days 25% AA
Negotiable Certificates of
53601(i) Deposit S Years 30% None 5 Years 30% N/A
53601() Repurchase Agreements 1 year None Various 1 Year 20% None
53601()) Reverse Repurchase Agreements 92 days 20% of base A 92 Days 20% of Base A
53601(k) Medium-Term Notes 5 Years 30% Aor> 5 Years 30% Aor>
53601(1) Money Market Mutual Funds N/A 20% n N/A 20% n
53601{p) Joint Powers Authority N/A None None N/A 20% None
53631 Collateralized Bank Deposits 5 Years None AA 5 Years 20% AA
53637 Time Deposits 5 Years None None 2 Years 20% N/A
Local Agency Investment Fund
16429.1 (LAIF) N/A None None N/A No Limit @ N/A
53635.8 County Pooled Investment Funds N/A None None N/A 30% None
Non-Negotiable Certificates of
53684 Deposit 5 Years 100% None 2 Year 40% None
(%)
{1)  Highest ranking by 2 of 3 of the nationally recognized rating agencies,
{2)  LAIF currently allows a maximum of $50 million per account.
(3)  For non-negotiable certificates of deposit, bank deposits, and time deposits that exceed the insured maximum

of $250,000, approved collateral at the required percentage of market value will be obtained. (Government
Code § 53651-53652).

The CCWD Portfolio at the time of investment will use a guideline of 5% limit per issuer. The exception will be
U.S. Treasuries and U.S. Agencies.

Note: "Authorized Limits" refer to the percent of total amount of funds eligible for investment in a particular
investment type.
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One purpose of this Investment Policy is to define what investments are permitted. If a type of security is
not specifically authorized by this policy, it is not a permitted investment. Additionally, District assets
shall not be invested in instruments whose maturities exceed five (5) years from the time of purchase
without the express approval of the Board of Directors.

See Appendix A for a more detailed descriptions and additional restrictions, if any, of the authorized
investments listed above.

5.01.10 Competitive Bidding

It is the District’s policy to transact all securities purchases and sales through a formal and
competitive process requiring the solicitation and evaluation of at least three bids/offers. The
District will accept the offer, which (a) optimizes the investment objectives of the overall
portfolio and (b) the highest rate of return.! When selling a security, the District will select
the bid that generates the highest sale price. It will be the responsibility of the personnel
involved in each transaction to produce and retain written records, including the name of the
financial institutions solicited, price/rate quoted, general description of the security, bid/offer
selected. and any consideration that had an impact on the decision.

5.01.11 Master Repurchase Agreement

The District may invest (Government Code Section 53601 (j) in overnight and term
repurchase agreements with Primary Dealers of the Federal Reserve Bank of New York rated
"A" or better by Moody's Investors Service or Standard & Poor's Corporation with which the
District has entered into a Master Repurchase Agreement. This agreement will be modeled
after the Public Securities Associations Master Repurchase Agreement.

All collateral used to secure this type of transaction is to be delivered to a third party prior to
release of funds. The third party shall have an account in the name of the Calaveras County
Water District. The market value of securities used as collateral for repurchase agreements
shall be monitored on a daily basis and shall not be permitted to fall below a minimum of 102
percent of the value of the repurchase agreement. Collateral shall not have maturities in
excess of five (5) years. The right of substitution shall be granted, provided that permissible
collateral is maintained.

In order to conform with the provisions of the Federal Bankruptcy Code that provides for the
liquidation of securities held as collateral for repurchase agreements, the only securities
deemed acceptable as collateral shall be sccurities that are direct obligations of and
guaranteed by the U.S. Government, U.S Government Agencies or Government Sponsored
Enterprises securities as permitted under this policy. The District will maintain a first

! The purchasc of securities other than .S, Treasuries (corporate notes, agencies, morigage-backed securities, etc.) will be executed differently.
This is due to the lack of homogencity among these products and their availability (or unavailability) in dealer inventories. Because of the
indsvidualized nature of these sccurities, it is generally not possible to get more than one offer on the same instrument. Therefore, when
purchasing non-Treasury securitics, the Investment Officer shall make a subjective evaiuation regarding the relative attractiveness of various

offers, taking into account maturity, credit ratings, structure and other factors that influence pricing.
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perfected sccurity interest in the securities subject to the repurchase agreement and shall have
a contractual right to the liquidation of purchascd securities upon the bankruptcy, insolvency
or other default of the counter party.

5.01.12 Investment Pools

An investigation of any investment pool or money market mutual fund is required prior to
investing and is to be performed on an ongoing basis. The investigation shall, at a minimum,
obtain the following information:

e A description of interest calculations and how it is distributed, and how gains and
losses are distributed.

e A description of how securities are safeguarded (including the settlement process) and
how often the securities are “marked to market” and how often an audit is conducted.

e A description of who may invest in the program, how often, what size deposits and
withdrawals are permitted.

e A schedule for receiving statements and portfolio listings.

¢ Does the pool/fund maintain a reserve or retain earnings or is all income after expenses
distributed to participants?

e A fee schedule. which also discloses when and how fees are assessed.
s Determining if the pool or fund is eligible for bond proceeds and/or will it accept such

proceeds.

The purpose of this investigation is to determine the suitability of a pool or fund in relation to
the District’s investment policy and evaluate the risk of placing funds with that pool or fund.

5.01.13 Collateralization

Uninsured Time Deposits with banks and savings and loans shall be collateralized and
monitored in the manner prescribed by state law for depositories accepting investment funds
from public governmental entities.

Repurchase Agreements shall be collateralized in accordance with terms specified in the
Master Repurchase Agreement. The valuation of collateral securing a Repurchase
Agreement shall be verified and monitored on a daily basis to insure a minimum of /02% of
the value of the transaction being held by the District's depository agent. All collateral used
to secure this type of transaction is to be delivered to a third party prior to release of funds.
The third party shall have an account in the name of the Calaveras County Water District.

5.01.14 Safekeeping and Custody

All securitics owned by the District shall be held in safekeeping by a third party bank trust
department acting as agent for the District under the terms of a custody agreement executed
by the bank and the District. All securities shall be received and delivered using standard
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5.01.15

5.01.16

5.01.17

5.01.18

delivery versus payment (DVP) procedures. The third party bank trustee agreement must
comply with Section 53608 of the California Government Code. No outside broker/dealer or
advisor may have access to District funds; accounts or investments and any transfer of funds
must be approved by the General Manager or designee or his’her designee.

Diversification and Risk

The District recognizes that investment risks could result from issuer defaults, market price
changes or various technical complications leading to temporary illiquidity. To minimize the
District's exposure to these types of risk, the portfolio should be diversified among several
types of institutions, instruments and maturities. The General Manager or designee shall
minimize default risk by prudently selecting only instruments and institutions which at the
time of placement have been evaluated for their financial viability and compliance with this
policy. No individual investment transaction shall be undertaken which jeopardizes the total
capital position of the overall portfolio. Risk shall also be managed by subscribing to a
portfolio management philosophy that helps to control market and interest rate risk by
matching investments with cash flow requirements. In the event of a default by a specific
issuer, the General Manager or designee shall evaluate the liquidation of securities having
comparable credit risks. Diversification strategies shall be established and reviewed quarterly
by the General Manager or designee.

Maximum Maturities

Every effort will be made to match investment maturities to cash flow needs. Matching
maturitics with cash flow dates will reduce the need to sell securities prior to maturity, thus
reducing market risk. Unless matched to a specific requirement and approved by the Board
of Directors, no investment may be made with maturity greater than five (5) years.

Internal Control and Review

This Investment Policy shall be reviewed periodically by the General Manager or designee as
necessary and any recommended revisions shall be submitted as needed to the Board of
Directors in order to insure consistency and its relevance to current law, and financial and
economic trends. The General Manager or designee shall also submit this Investment Policy
to the Board of Directors for its review during the first gquarter of each fiscal year.

In conjunction with the annual financial statement audit, the external auditors shall review the
investments and general activities associated with the investment program to evaluate
compliance with this Investment Policy.

Performance Benchmark
The investment portfolio will be managed in accordance with the standards established within
this Investment Policy and will use an industry benchmark of like investment types that

maintain a target duration and credit quality that are commensurate with the District’s current
investment goals.
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5.01.19 Reporting

The General Manager or designee will produce a quarterly investment report (Treasurer's
Report) that will be submitted to the Board of Directors at minimum, on a semi-annual basis.
The report, generally submitted within 30 days of the end of each calendar guarter (unless a
more frequent reporting period is chosen), shall include information about the investment of
all funds in the custody of the District. This report shall also include all items listed in
Section 53646(b) of the Government Code.

These reports will also include the following information about the investments of ail funds:

5.01.19.1 Investment Report

A. List of individual investments by type and issuer held at the end of reporting
period.

B. Dollar weighted yield to maturity of the District's investments.
C. Maturity schedule by type, of each of the District's investments.

D. Statement of compliance of the portfolio to the District's adopted Investment Policy or
manner in which the portfolio is not in compliance.

E. Quarterly statement denoting the ability to meet the District's scheduled expenditure
requirements for the next three months.

¥, Market value, book value and par value of all investments.

G. Rates of interest on investments and accrued interest earned on the portfolio.

5.01.20 Investment Policy Adoption

The Investment Policy Guidelines of the Calaveras County Water District shall be adopted by
resolutlon of the Dlstrlcts legislative authority. The policy shall be reviewed atthe-beatning
= during the first quarter of cach fiscal vear by the Board of
Directors and any modnf‘ cations made thereto must be approved by the Board of Directors.
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Appendix - A

Description of Authorized Investments and Restrictions

The following descriptions of authorized investments are included here to assist in the administration of

this policy.

5.01.20.01 Local Agency Investment Fund (L AIF)

The Local Agency Investment Fund (LLAIF) is a special fund in the California State
Treasury created and governed pursuant to Government Code Sections 16429.1 et seq.
This law permits the District, with the consent of the Board of Directors, to remit
money not required for the District's immediate need to the State Treasurer for deposit
in this special fund for the purpose of investment. LAIF currently limits investments to
$50 million from any one District. Principal may be withdrawn on one days notice.
The fees charged by LAIF are limited by Statute. (Legal Authority - Government Code
Section 16429.1)

5.01.20.02 Securities of the U.S. Government including U.S. Government Agencies

and Instrumentalities

These obligations can be classified either as "Treasuries” or "Agencies" (Legal
Authority- Government Code Sections 53601(b)). Treasury securities are obligations
of the United States Treasury backed by the "full faith and credit" of the Federal
Government and can be of three types: bills, notes, and bonds. There is no percentage
limitation on the funds that can be invested in this category; however a five-year
maturity limitation is applicable.

The District can invest in obligations issued by Federal Government agencies and
Government Sponsored Enterprises such as the Federal Farm Credit Bank (FFCB), the
Federal Home Loan Bank (FHLB), the Federal National Mortgage Association
(FNMA), and the Federal Home Loan Mortgage Corporation (FI-ILMC). Such
securities are obligations of the agencies themselves, but there is also an implied
guarantee by the United States Government. All such obligations qualify as legal
instruments and are acceptable as security for District deposits. (Legal Authorify -
Government Code Sections 53601 (f))

5.01.20.03 Registered State Warrants or Treasury Notes or Bonds of the State of

California
These include bonds payable solely out of the revenues from a revenue-producing

property owned, controlled, or operated by the state or by a department, board, District,
or authority of the state. (I.egal Authority . Government Code Sections 53601 (c))
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5.01.20.04 Registered treasury notes or bonds of any of the other 49 United States in

5.01.20.05

5.01.20.06

5.01.20.07

addition to California,

This includes bonds payable solely out of the revenues from a revenue-producing
property owned, controlled, or operated by a state or by a department, board, agency, or
authority of any of the other 49 United States, in addition to California (GCS 53601 (d))

Bonds, Notes, Warrants, or Other Evidences of Indebtedness of Any Local
District within the State of California

These include bonds payable solely out of the revenues from a revenue-producing
property owned, controlled or operated by a California local District, or by a
department, board, District or authority of such a local District. (Legal Government
Code Sections 53601 (e))

Bankers Acceptance

The District may invest in Bankers Acceptances limited fo banks rated a minimum of
"A" by Moody's Investors Service and Standard & Poor's Corporation. The maximum
investment maturity will be restricted ro /80 days as per Government Code Section
53601(f). Maximum portfolio exposure will be limited zo 40 percent. (Legal Authority-
Government Code Sections 53601 (g))

Commercial Paper

Prime Commercial Paper with a maturity not exceeding 270 days from the date of
purchase with the highest ranking or of the highest letter and numerical rating as
provided for by the nationally recognized statistical-rating organization (NRSRO). The
entity that issues the commercial paper shall meet all of the following conditions in
either A or B below:

A. The entity shali (1) be organized and operating in the United States as a general
corporation, (2) have total assets in excess of five hundred million dollars
($500,000,000) and (3) have debt other than commercial paper, if any, that is rated
"A" or higher by a NRSRO.

B. The entity shall (1) be organized within the United States as a special purpose
corporation, trust, or limited liability company, (2) have program wide credit
enhancements, including, but not limited to, over collateralization, letter of credit or
surety bonds and (3) have commercial paper that is rated "A-I" or higher, or the
equivalent, by a NRSRO.

The District's aggregate investment in commercial paper shall not exceed 25% of the
District's total portfolio. (L.egal Authority - Government Code Sections 53601 (h))
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5.01.20.08 Negotiable Certificates of Deposit

Investments are limited to deposits issued by a nationally or state-chartered bank or a
state or federal association (Government Code Section 53601(i)) with a minimum
raling of "AA" as assigned by Moody's Investors Service and Standard and Poor's
Corporation. Negotiable Certificates of Deposit shall not exceed 30 percent of the
District's surplus money, which may be invested pursuant to this policy. Per section
53638 of the California Government Code, any deposit shall not exceed the total paid-
up capital and surplus of any depository bank, nor shall the deposit exceed the total net
worth ¢of any institution. Maximum investment maturity is restricted to one year.
Investments in Negotiable Certificates of Deposit prohibited by Government Code
Section 53635 (i) shall not be made. (Legal Authority Government Code Section
53601 (i))

5.01.20.09 Time Certificates of Deposit

The District may invest in collateralized certificates of deposits issued by a state or
nationally chartered bank, a state or federal association or a state or federal credit union
(Government Code Sections 53601(h)). A written depository contract is required with
all institutions that hold District deposits. Securities placed in a collateral pool must
provide coverage for at least 110 percent of all deposits that are placed in the
institution. Acceptable pooled collateral is governed by California Government Code
Section 53651. Real estate mortgages are not considered acceptable collateral by the
District, even though they are permitted in Government Code Section 53651(m). All
banks are required to provide the District with a regular statement of pooled collateral.
This report will state that they are meeting the 110 percent collateral rule (Government
Code Section 53652(a)), a listing of all collateral with location and market value, plus
an accountability of the total amount of deposits secured by the pool.

District funds shall be invested only in commercial banks and savings and loans rated
"A" or better by Moody's or Standard and Poor's.

In the event that a bank does not meet the minimum ratings, a tri-party collateral
arrangement may be substituted in lieu of a rating lower than "A". The third party
institution must be acceptable to the District and have an account in the name of the
Calaveras County Water District. The market value of the collateral in the account
must not fall below 110 percent of the value of the deposit(s) at any time. The
securities in the account must conform to Government Code Section 53651 with the
exception that real estate mortgages are not acceptable collateral. The District will
maintain a first perfected security interest in the securities pledged against the deposit
and shall have a contractual right to liquidation ¢f pledged securities upon the
bankruptcy, insolvency or other default of the counter party.

Deposits of up to $250,000 are allowable in any institution that insures its deposits with
the Federal Deposit Insurance Corporation, regardless of Moody's Investors Service or
Standard and Poor's Corporation ratings. Per section 53638 of the California
Government Code, any deposit shall not exceed the total paid-up capital and surplus of
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any depository bank, nor shall the deposit exceed the total net worth of any institution.

Maximum maturity is restricted to two (2) years. (Legal Authority - Government Code
Scctions 53651)

5.01.20.10 Repurchase Agreements

A Repurchase Agreement is the purchase of a security pursuant to an agreement by
which the counterparty will deliver the underlying security by book entry, physical
delivery or by a third party custodial agreement. Repurchase Agreements shall have a
maximum maturity of one year and shall not exceed 20 percent of the District's funds.
The collateralization level for Repurchase Agreements shall be a minimum of /02
percent of the market value of the principal and accrued interest. The right of
substitution will be granted provided that permissible collateral is maintained. In order
to conform with the provisions of the Federal Bankruptcy Code that provides for the
liquidation of securities held collateral for Repurchase Agreements, the only securities
acceptable as collateral shall be securities that are direct obligations of and guaranteed
by the United States Government, or its Agencies or with a maximum maturity of five
(5) years. The District shall maintain a first perfected security interest in the securities
subject to the Repurchase Agreement and shall have a contractual right to the
liquidation of purchased securities upon the bankruptcy, insolvency or other default of
the counter party. Repurchase Agreements may only be made with banks and primary
dealers with which the District has entered into a Master Repurchase Agreement
modeled after the Public Securities Associations' Master Repurchase Agreement. In all
other respects, Repurchase Agreements shall conform to the restrictions set forth in
Government Code Sections 53601 {j). (Lega! Authority - Government Code Sections
53601 ()

5.01.20.11 Medium Term Notes

Medium-term notes are obligations of a domestic corporation or depository institution
having a rating of "A" or better by a nationally recogunized rating service. Purchase of
medium-term notes shall not have maturity in excess of five (5) years. (Legal
Authority-Government Code Sections 53601(k})

5.01.20.12 Money Market Mutual Funds

Mutual funds qualifying for District investment must restrict their portfolios to issues
approved by the same state investment statute that defines investment alternatives for
cities. Additionally these mutual funds must adhere to Federal statutes regarding the
size of the mutual fund and its safety, must attain the highest ranking of two of the
three largest rating services and must retain an investment advisor registered with the
Securities and Exchange Commission with not less than five (5) years experience
investing assets of at least five hundred mitlion dollars ($500,000,000). The mutual
funds must invest solely in investments, which the District itself could legally purchase.
Investments in mutual funds shall not exceed 20 percent of the District's surplus fund.
(1.egal Authority-Government Code Section 53601(1))
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5.01.20.13 Share of beneficial interest in a joint powers authority

As authorized by Government Code Section 53601(p).

5.01.20.14 Passbook Deposits

As authorized by Government Code Section 53637.
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Appendix B

Glossary of Cash Management Terms
Accrued Interest - Interest earned but not yet received.
Active Deposits - Funds which are immediately required for disbursement.

Amortization - An accounting practice of gradually decreasing (increasing) an asset's book value by
spreading its depreciation (accretion) over a period of time.

Arbitrage - Transactions by which securities are bought and sold in different markets at the same time
for the sake of the profit arising from a yield difference in the two markets.

Asked Price - The price a broker dealer offers to sell securities.

Average Life - The average length of time that an issue of serial bonds and/or term bonds with a
mandatory sinking fund feature is expected to be outstanding.

Banker's Acceptance - A high quality, short-term money market instrument used to finance international
trade. There has never been an instance of a failure to pay a banker's acceptance in full at its maturity
date.

Basis Point - One basis point is one hundredth of one percent (.01).
Bid Price - The price a broker dealer offers to purchase securities.

Bond - A financial obligation for which the issuer promises to pay the bondholder a specified stream of
future cash flows, including periodic interest payments and a principal repayment.

Book Entry - The system maintained by the Federal Reserve, by which most money market securities are
delivered to an investor's custodial bank. The Federal Reserve maintains a computerized record of the
ownership of these securities and records any changes in ownership corresponding to payments made
over the Federal Reserve wire (delivery versus payment).

Book Value - The value at which a debt security is shown on the holder's balance sheet. Book value is
acquisition cost less amortization of premium or accretion of discount.

Broker - Someone who brings buyers and sellers together and is compensated for his/her service.

Callable Bond - A bond issue in which all or part of its outstanding principal amount may be redeemed
before maturity by the issuer under specified conditions.

Call Price - The price at which an issuer may redeem a bond prior to maturity, The price is usually at a
slight premium to the bond's original issue price to compensate the holder for loss of income and
ownership.

Call Risk - The risk to a bondholder that a bond may be redeemed prior to maturity.
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Cash Sale/Purchase - A transaction, which calls for delivery and payment of securities on the same day
that the transaction is initiated.

CDARS - The Certificate of Deposit Account Registry Service (CDARS) program places funds into
certificates of deposit issued by banks in the CDARS network. This occurs in increments of less than the
standard FDIC insurance maximum to ensure that both principal and interest are eligible for full FDIC
insurance deposit. Maturities range from four weeks to three years. Interest rates are set by the
competitive market place.

Certificate of Deposit - A deposit of funds for a specified period of time that earns interest at a specified
ratc. Commonly known as "CDs." Maturities range from a few weeks to several years. Interest rates are

set by the competitive market place.

Collateral - Securities, evidence of deposit or pledges to secure repayment of a loan. Also refers to
securities pledged by a bank to secure deposit of public moneys.

Commercial Paper - Short-term, negotiable unsecured promissory notes of corporations.
Comprehensive Annual Financial Report (CAFR) - The official annual financial report for the
District. It includes five combined statements and basic financial statements for each individual fund and

account group prepared in conformity with Generally Accepted Accounting Principals (GAAP).

Convexity - A measure of a bond'’s price sensitivity to changing interest rates. A high convexity indicates
greater scnsitivity of a bond's price to interest rate changes.

Coupon - The annual rate of interest that a bond's issuer promises to pay the bondholder on the bond's
face value.

Credit Analysis - A critical review and appraisal of the economic and financial conditions or of the
ability to meet debt obligations.

Current Yield - The interest paid on an investment expressed as a percentage of the current price of the
security.

Custodian - A bank or other financial institution that keeps custody of stock certificates and other assets.

Defeased Bond Issue - [ssues that have sufficient money to retire outstanding debt when due so that the
District is released from the contracts and covenants in the bond document.

Delivery vs. Payment (DVP) - Delivery of securities with a simultaneous exchange of money for the
securities.

Derivative - Securities that are based on, or derived from, some underlying asset, reference date, or
index.

Discount - The difference between the cost of a security and its value at maturity when quoted at lower
than face value.
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Diversification - Dividing investment funds among a variety of securities offering independent returns
and risk profiles.

Duration - A measure of the timing of the cash flows, such as the interest payments and the principal
repayment, to be received from a given fixed-income security. This calculation is based on three
variables: term to maturity, coupon rate, and yield to maturity. The duration of a security is a useful

indicator of its price volatility for given changes in interest rates.

Fair Value - The amount at which an investment could be exchanged in a current transaction between
willing parties, other than in a forced or liquidation sale.

Fannie Mae - Trade name for the Federal National Mortgage Association (FNMA), a U.S. sponsored
corporation.

Fed Wire - A wire transmission service established by the Federal Reserve Bank to facilitate the transfer
of funds through debits and credits of funds between participants within the Fed system.

Federal Deposit Insurance Corporation (FDIC) - Insurance provided to customers of a subscribing
bank, which guarantees deposits to a set limit (currently $250,000) per account.

Federal Reserve System - The central bank of the U.S. which consists of a seven member Board of
Governors, 12 regional banks and 5,700 commercial banks that are members.

Freddie Mac - Trade name for the Federal Home Loan Mortgage Corporation (FHLMC), a U.S.
sponsored corporation.

Ginnie Mae - Trade name for the Government National Mortgage Association (GNMA), a direct
obligation bearing the full faith and credit of the U.S. Government.

Government Accounting Standards Board (GASB) - A standard-setting body, associated with the
Financial Accounting Foundation, which prescribes standard accounting practices for governmental units.

Government Secunrities - An obligation of the U.S. government, backed by the full faith and credit of the
government. These securities are regarded as the highest quality of investment securities available in the

U.S. securities market. See "Treasury Bills, Notes, and Bonds."

Guaranteed Investment Contracts (GICS) - An agreement acknowledging receipt of funds, for deposit,
specifying terms for withdrawal, and guaranteeing a rate of interest to be paid.

Inactive Deposits (Idle Funds) - Funds not immediately needed for disbursement.
Interest Rate - The annual yield earned on an investment, expressed as a percentage.

Interest Rate Risk - The risk associated with declines or rises in interest rates, which cause an
investment in a fixed-income security to increase or decrease in value.

Inverted Yield Curve - A chart formation that illustrates long-term sccurities having lower yields than
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short-term securities. This configuration usually occurs during periods of high inflation coupled with low
levels of confidence in the economy and a restrictive monetary policy.

Investment Agreements - An agreement with a financial institution to borrow public funds subject to
certain negotiated terms and conditions concerning collateral, liquidity and interest rates.

Investment Company Act of 1940 - Federal legislation which sets the standards by which investment
companies such as mutual funds are regulated in the areas of advertising, promotion, performance
reporting requirements, and securities valuations.

Investment Policy - A concise and clear statement of the objectives and parameters formulated by an
investor or investment manager for a portfolio of investment securities.

Investment-grade Obligations - An investment instrument suitable for purchase by institutional
investors under the independent person rule. Investment-grade is restricted to those obligations rated
BBB or higher by a rating District.

Liquidity - An asset that can easily and rapidly be converted into cash without significant loss of value.

Local District - County, City, City and County, including a chartered city or county, school district,
community college district, public district, or any public or municipal corporation.

Local Agency Investment Fund (LAIF) - A pooled investment vehicle for local agencies in California
sponsored by the State of California and administered by the State Treasurer.

Local Government Investment Pool - A pooled investment vehicle sponsored by a local District or a
group of local agencies for use by other local agencies.

Mark-to-Market - The process whereby the book value or collateral value of a security is adjusted to
reflect its current market value.

Market Risk - The risk that the value of a security will rise or decline as a result of changes in market
conditions.

Market Value - Current market price of a security. The price at which a security is trading and could
presumably be purchased or sold.

Maturity - The date upon which the principal or stated value of an investment becomes due and payable.

Merrill Lynch 1 - 3 Year Treasury Index - Represents all U.S. Treasury securities with maturities
ranging from 1-3 years.

Modified Duration - A measure of exposure to market risk of a security or a portfolio. It is the percent
change in the price of a security (portfolio) or a 100 basis point change in the securities' (portfolio's) yield.

Moody's - Moody's Investment Service, Inc. One of the threc best-known rating agencies in the United
States, the others being Standard and Poor's Corporation (S&P) and Fitch IBCA, Inc. (Fitch).
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Money Market Mutual Fund - Mutual funds that invest solely in money market instruments (short-term
debt instruments, such as Treasury bills, commercial paper, bankers' acceptances, repos and federal
funds).

Mutual Funds - An investment company that pools money and can invest in a variety of securities,
including fixed-income securities and money market instruments. Mutual funds are regulated by the
Investment Company Act of 1940 and must abide by the following Securities and Exchange Commission
(SEC) disclosure guidelines:

1. Report standardized performance calculations.

2. Disseminate timely and accurate information regarding the fund's holdings, performance, and
management, and general investment policy.

3. Have the fund's investment policies and activities supervised by a board of trustees, which are
independent of the adviser, administrator or other vendor of the fund.

4. Maintain the daily liquidity of the fund's shares.

5. Value their portfolios on a daily basis.

6. Have all individuals who sell SEC-registered products licensed with a self-regulating
organization (SRO) such as the National Association of Securities Dealers (NASD).

7. Have an investment policy governed by a prospectus, which is updated and filed by the SEC
annually.

National Association of Securities Dealers (NASD) - A self-regulatory organization (SRO) of brokers
and dealers in the over-the-counter securities business. Its regulatory mandate includes authority over
firms that distribute mutual fund shares as well as other securities.

Net Asset Value - The market value of one share of an investment company, such as a mutual fund. This
figure is calculated by totaling a fund's assets, which includes securities, cash, and any accrued earnings,
subtracting this from the fund's liabilities and dividing this total by the number of shares outstanding.
This is calculated once a day based on the closing price for each security in the fund's portfolio. (See
below) [(Total assets) - {(Liabilities)]/ (Number of shares outstanding)

Negotiable Certificate of Deposit - A large denomination certificate of deposit, which can be sold in the
open rmarket prior to maturity.

New Issue — Term used when a. security is originally "brought” to market.

Nominal Yield - The stated rate of interest that a bond pays its current owner, based on par value of the
security. It is also known as the "coupon,” "coupon rate,” or "interest rate."

New Issue - Term used when a security is originally "brought” to market.
No Load Fund - A mutual fund, which does not levy a sales, charge on the purchase of its shares.
Note - A written promise to pay a specified amount to a certain entity on demand or on a specified date.

Par Value - The amount of principal, which must be paid at maturity. Also referred to as the face amount
of a bond, normally quoted in $1,000 increments per bond.
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Perfected Delivery - Refers to an investment where the actual security or collateral is held by an
independent third party representing the purchasing entity.

Portfolio - Combined holding of more than one stock, bond, commodity, real estate investment, cash
equivalent, or other asset. The purpose of a portfolio is to reduce risk by diversification.

Positive Yield Curve - A chart formation that illustrates short-term securities having lower yields than
long-term securities.

Premium - The amount by which the price paid for a security exceeds the security's par value.

Primary Dealer - A group of government securities dealers that submit daily reports of market activity
and security positions held to the Federal Reserve Bank of New York and are subject to its informal
oversight.

Prime Rate - A preferred interest rate charged by commercial banks to their most credit worthy
customers. Many interest rates are keyed to this rate.

Principal - The face value or par value of a debt instrument, or the amount of capital invested in a given
security.

Prospectus - A legal document that must be provided to any prospective purchaser of a new securities
offering registered with the SEC that typically includes information on the issuer, the issuet's business,
the proposed use of proceeds, the experience of the issuer's management, and certain certified financial
statements also known as an "official statement".

Prudent Investor Standard aka as Prudent Person Rule - A standard of conduct where a person acts
with care, skill, prudence, and diligence when investing, reinvesting, purchasing, acquiring, exchanging,
selling and managing funds. The test of whether the standard is being met is if a prudent person acting in
a similar situation would engage in similar conduct to ensure that investments safeguard principal and
maintain liquidity.

Purchase Date - The date in which a security is purchased for settlement on that or a later date.

Rate of Return - The yield obtainable on a security based on its purchase price or its current market
price. This may be the amortized yield to maturity on a bond or the current income return.

Repurchase Agreement (REPQ) - A transaction where the seller agrees fo buy back from the buyer
(District) the securities at an agreed upon price on demand or at a specified date.

Reverse Repurchase Agreement (REVERSE REPQ) - A transaction where the seller (District) agrees
to buy back from the buyer the securities at an agreed upon price on demand or at a specified date,

Risk - Degree of uncertainty of return on an asset.
Rule 2a-7 of the Investment Company Act - Applies to all money market mutual funds and mandates

such funds <:0 maintain certain standards, including a 13-month maturity limit and a 90-day average
maturity on investments, to help maintain a constant net asset value of one dollar ($1.00).
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Rule G-37 of the Securitics Rulemaking Board - Federal regulations to sever any connection between the
making of political contributions and the awarding of municipal securities business.

Safekeeping - Holding of assets (e.g., securities) by a financial institution.

Safekeeping Service - Offers storage and protection of assets provided by an institution serving as an
agent.

Sallie Mae - Trade name for the Student Loan Marketing Association (SLMA), a U.S. sponsored
corporation.

Secondary Market - 4 market made for the purchase and sale of outstanding issues following the initial
distribution.

Securities and Exchange Commission (SEC) - The federal District responsible for supervising and
regulating the securities industry.

Settlement Date - The date on which a trade is cleared by delivery of securities against funds.

Serial Bond - A bond issue, usually of a municipality, with various maturity dates scheduled at regular
intervals until the entire issue is retired.

Sinking Fund - Money, accumulated on a regular basis in a separate custodial account that is used to
redeem debt securities or preferred stock issues.

Standard and Poor's Corporation (S&P) - One of the three best known rating agencies in the United
States, the others being Moody's Investment Service, Inc. and Fitch IBCA, Inc. (Fitch).

Swap - Trading one asset for another.

Tax and Revenue Anticipation Notes (TRANS) - Notes issued in anticipation of receiving tax proceeds
or other revenues at a future date.

Term Bond - Bonds comprising a large part or all of a particular issue, which come due in a single
maturity. The issuer usually agrees to make periodic payments into a sinking fund for mandatory
redemption of term bonds before maturity.

Time Certificate of Deposit - A non-negotiable certificate of deposit, which cannot be sold prior to
maturity.

Total Return - The sum of all investment income plus changes in the capital value of the portfolio. For
mutual funds, return on an investment is composed of share price appreciation plus any realized dividends
or capital gains. This is calculated by taking the following components during a certain time period.
(Price Appreciation) + (Dividends paid) + (Capital gains) = Total Return.

Treasury Bills - U.S. Treasucy Bills which are short-term, direct obligations of the U.S. Government

issued with original maturities of 13 weeks, 26 weeks and 52 weeks; sold in minimum amounts of
$10,000 in multiples of $5,000 above the minimum. Issued in book entry form only. T-bills are sold
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on a discount basis.

Trustee or trust company or trust department of a bank - A financial institution with trust powers
which acts in a fiduciary capacity for the benefit of the bondholders in enforcing the terms of the bond
contract.

Underwriter - A dealer which purchases a new issue of municipal securities for resale.

U.S. Government Agencies - Instruments issued by various U.S. Government Agencies most of which
are secured only by the credit worthiness of the particular District.

U.S. Treasury Obligations - Debt obligations of the United States Government sold by the Treasury
Department in the form of Bills, Notes, and Bonds. Bills are short-term obligations that mature in one
year or iess and are sold on the basis of a rate of discount. Notes arc obligations, which mature between
one (1) vear and ten (10) ycars. Bonds are long-term obligations, which generally mature in ten (10)
years Or more,

Weighted Average Maturity (WAM) - The average maturity of all the securities that comprise a
portfolio that is typically expressed in days or years.

Yield - The rate of annual income retum on an investment, expressed as a percentage. It is obtained by
dividing the current dollar income by the current market price of the security.

Yield to Maturity - The rate of income return on an investment, minus any premium or plus any
discount, with the adjustment spread over the period from the date of purchase to the date of maturity of
the bond, expressed as a percentage.

Yield Curve - A graphic representation that shows the relationship at a given point in time between
yields and maturity for bonds that are identical in every way except maturity.

Zero-coupon Securities - Security that is issued at a discount and makes no periodic interest payments.
The rate of return consists of a gradual accretion of the principal of the security and is payable at par upon
maturity.
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DATE: October 8, 2014
TO:! @ Larry Diamond, Interim General Manager
FROM:  Jeffrey Me@f‘&(ector of Administrative Services

RE: Discussion / Action regarding Agreement with Burke, Williams and
Sorensen, LLP for Legal Services for Foreclosure Proceedings

RECOMMENDED ACTION: Motion / adopting Resolution No.
2014- approving agreement with Burke, Williams and Sorensen, LLP for legal
services for foreclosure proceedings under the improvement Bond Act of 1915.

SUMMARY:

CCWD has conducted a number of special assessment district proceedings pursuant to
the Improvement Bond Act of 1915, including the issuance and sale of improvement
bonds. Under the 1915 Act, the District records any unpaid assessment against the
individual lots and parcels and property owners are required to make annual installment
payments until the individual assessment is paid. When installment payments are not
made, the District, under Section 8830(a) of the Streets and Highways Code, is
authorized to pursue collection of delinquent installments by action brought in Superior
Court, including foreclosing on properties in an effort to collect the outstanding lien.

Since May 2012 the District has contracted with Burke, Williams and Sorensen, LLP for
foreclosure counsel services. Burke, Williams and Sorensen has scaled back its
involvement in assessment district foreclosure proceedings and is changing their billing
procedure. The new agreement changes billing from fees contingent upon collection of
the debt to monthly billing for actual work performed. Additionally they are limiting the
scope of work to our current list of delinquent accounts. If their new business model is
successful the agreement could be extended to cover new cases.

There are few options for foreclosure counsel, therefore staff is requesting the Board

approve the agreement for foreclosure counsel services with Burke, Williams and
Sorensen, LLP (attached) and authorize the General Manager to sign said agreement.

FINANCIAL CONSIDERATIONS:
Foreclosure counsel costs are charged to the individual assessed property holders.
Attachment: Resolution 2014 -  Approving Agreement for Legal Services for Foreclosure Proceedings under

the Improvement Bond Act of 1915
Agreement for Legal Services for Foreclosure Proceedings




RESOLUTION NO. 2014 -

A RESOLUTION OF THE BOARD OF DIRECTORS
OF THE CALAVERAS COUNTY WATER DISTRICT

APPROVING AN AGREEMENT FOR LEGAL SERVICES
FOR FORECLOSURE PROCEEDINGS
UNDER THE IMPROVEMENT BOND ACT OF 1915

WHEREAS, the Board of Directors of the CALAVERAS COUNTY WATER DISTRICT
adopted Resolution No. 92-58 on May 14, 1992, which initiated the legal pursuit of
delinquent assessment installments, including judicial foreclosure, pursuant to Section
8830(a) of the Streets and Highways Code; and

WHEREAS, Resolution No. 92-58 further states the Board's intent to retain
experienced, qualified counsel to prosecute such judicial foreclosure actions; and

WHEREAS, the District wishes to renew its agreement with Burke, Williams and
Sorensen, LLP for legal services for foreclosure proceedings.

NOW, THEREFORE BE IT RESOLVED, that the Board of Directors of the
CALAVERAS COUNTY WATER DISTRICT hereby authorizes the General Manager to
execute an Agreement for Legal Services for Foreclosure Proceedings Under the
Improvement Act of 1915 with Burke, Williams and Sorensen, LLP, attached hereto and
made a part hereof.

BE IT FURTHER RESOLVED, that the Board of Directors does hereby rescind in its
entirety the May 2012 Agreement for Legal Services for Foreclosure Proceedings with
Burke, Williams and Sorensen, LLP approved by Resolution No. 2012-32, and any and
all prior agreements or amendments thereto.

PASSED AND ADOPTED this 8th day of October, 2014 by the following vote:

AYES:

NOES:

ABSTAIN:

ABSENT:
CALAVERAS COUNTY WATER DISTRICT
Scott Ratterman, President
Board of Directors

ATTEST:

Mona Walker

Clerk to the Board




AGREEMENT FOR LEGAL SERVICES
FOR FORECLOSURE PROCEEDINGS
UNDER THE IMPROVMENT BOND ACT OF 1915

RECITALS

A. The parties to this Agreement are the Calaveras County Water District, a
special district formed in accordance with the Water Cade of the State of California
(“CCWD") and BURKE, WILLIAMS & SORENSEN, LLP ("Attorneys").

B. The CCWD has conducted, or in the future may conduct, proceedings
from time to time resulting in the issuance and sale of bonds pursuant to the
Improvement Bond Act of 1915 (Ca. Sts. & Hwy. Code §8500, et seq. (collectively, the
“Act”}.

C. The CCWD wishes to retain Attorneys to provide legal services as special
counsel to collect delinquent assessment installments and conduct foreclosure
proceedings under the Act.

D. The purpose of this Agreement is for Attorneys to provide the CCWD with
special legal services in connection with all such matters which the CCWD refers to
Attorneys. This Agreement shall remain in effect for all such matters unless it, or a
portion of it, is specifically amended or rescinded in writing, either permanently or in
relation to a particular foreclosure action.

E. In consideration of the terms and conditions and their respective rights
and obligations, Attorneys and the CCWD (collectively, the “parties”) agree as stated
below.

AGREEMENT

1. Effective Date. This Agreement shali be effective on execution by the CCWD's
duly authorized representative.

2. Existing Foreclosure Matters. This Agreement applies ONLY to the matters
set forth in Attachment “A” to this Agreement which have already been referred
by CCWD to Attarneys for foreclosure proceedings. No representation outside of
the matters set forth in Attachment “A” to this Agreement shall be provided by
Attorneys to CCWD.

a. Preliminary Matters. Prior to referral of delinquent amounts to Attorneys
for collection the CCWD and/or its agents shall ensure the adoption of an
appropriate resolution ordering the foreclosures, the recordation of
appropriate Notice of Intent to Remove the Delinquent Special
Assessment Installments from the Tax Roll and the removal of the
delinquencies from the tax roll by the County Auditor, including the
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payment of any removal costs required by the County. If so requested,
Attorneys shall advise the CCWD in relation to the foreclosure resolution,
the preparation and recordation of the Notice of Intent, and its
transmission to the County Auditor.

b. Information Required. The CCWD and its agents shall provide Attorneys
with CCWD documents and other information regarding the delinquencies
for which suit is to be filed as requested by Attorneys.

c. Collection Responsibility. Once a delinquent amount is referred to
Attorneys, the CCWD and its agents shali refer all queries regarding
redemption tc Attorneys, who are authorized to concurrently collect on
behalf of CCWD, all amounts owing as to the delinquencies, including
Attorneys fees and costs, unless the designated the CCWD official
authorizes otherwise. The CCWD acknowledges that Attorneys may
expend time and advance costs on preliminary matters prior to removal of
delinquent amounts from the tax rolls and/or prior to the filing of suit and
that such time and costs are recoverable.

d. Foreclosure Actions. Attorneys shall send demand letters and/or file
foreclosure lawsuits as instructed by the CCWD, prosecute the foreclosure
iawsuits through judgment, and cause the property to be sold pursuant to
judgment. Notwithstanding, Attorneys’ responsibility to prosecute the
foreclosure lawsuit shall terminate upon Attorneys obtaining and recording
judgment unless, however, the parties have mutually agreed that
Attorneys should cause the property to be sold pursuant to judgment after
having evaluated the practicality of doing so under the prevailing
economic conditions. Attorneys shall keep the CCWD informed of the
status of the proceedings as requested.

e. Attorneys’ Fees. Attorneys shall provide legal services under this
Agreement for all existing matters at the rate of $275.00 per hour for
principal attorneys, $250.00 per hour for senior associate attorneys (5+
years) (Martin Kosla), $230.00 per hour for associate attorneys (1-5
years), and $135.00 per hour for paralegals/case assistants, which time
shall be billed in increments of .1 hour. These amounts and rates can be
increased by no more than 5% on each one-year anniversary of this
Agreement on thirty (30) days' written notice by Attorneys to the CCWD.

f. Costs and Expenses. The CCWD shall pay all costs and expenses
incurred by Attorneys related to all existing matters, including, but not
limited to, litigation costs (i.e., service, recorder, filing fees, title reports,
deposition costs, etc.), travel costs, telephone, copying, postage, federal
express, other delivery services, but not including Sheriff's fees.

g. Time for Payment. Attorneys will send the CCWD monthly statements for
fees and costs incurred. Each statement will be payable within thirty (30)
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days of its mailing date.

h. Payment Plans with Property Owners. The CCWD authorizes Attorneys
to enter into stipulated payment plans with property owners on behalf of
the CCWD, and to collect payments pursuant to those payment plans.
Attorneys are authorized to place any such payments in their trust
account, and to prorate and allocate the payment amounts accordingly
between principal, interest, penalties, CCWD administration fees, and
attorneys’ legal fees and costs. Aftorneys are further authorized to pay
themselves their prorated attorneys’ fees and costs out of their trust
account, and to send CCWD’s prorated share to the CCWD, upon receipt
of any such payment or on a monthly basis. However, in such cases,
interest and penalties shall not be included in the proration but shall be
paid off after all principal, fees, costs and administration fees have been
paid in full.

3. Interest Charges. If a billing statement is not paid within thirty (30) days, interest
will be charged on the principal balance (fees, costs, and dishursements) shown
on the statement. Interest will be calculated by muitiplying the unpaid balance by
the periodic rate of .833% per month (Ten Percent [10%] Annual Percentage
Rate). The unpaid balance will bear interest from the thirty-first day following the
date of the invoice until paid.

4, Laws, Requlations and Permits. Attorneys shall give all notices required by law
and comply with all laws, ordinances, rules and regulations pertaining to the
conduct of the work. Attorneys shall be liable for all violations of the law in
connection with work furnished by the Consultant. If Attorneys perform any work
knowing it to be contrary to such laws, ordinances, rules and regulations, the
Attorneys shall bear all costs arising therefrom.

5. Insurance. The Attorneys shall provide and maintain at all times during the
performance of this agreement, professional liability and automobile liability
insurance coverage is required. Coverage shall be at least as broad as the
following:

a. Professional Liability coverage appropriate to Attorneys' profession covering
Attorneys’ wrongful acts, negligent actions, errors or omissions. The
retroactive date (if any) is to be no later than the effective date of this
agreement. Attorneys shall maintain such coverage continuously.
Attorneys shall purchase a one-year extended reporting period (i) if the
policy is canceled or not renewed; or (ii) if the policy is replaced by
another claims-made policy with a retroactive date subsequent to the
effective date of this Agreement.

b. Workers' Compensation and Employer's Liability Insurance. Attorneys shall
cover or insure under the applicable laws relating to workers' compensation
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insurance, all of their employees employed directly by them or through sub-
consultants in carrying out the work contemplated under this agreement, all
in accordance with the "Workers' Compensation and Insurance Act”,
Division IV of the Labor Code of the State of California and any Acts
amendatory thereof. The Consultant shall provide employer’s liability
insurance with limits of no less than $1,000,000 each accident, $1,000,000
disease policy limit, and $1,000,000 disease each employee.

6. Termination. This agreement may be terminated at any time by the CCWD by
written notice to Attorneys. Attorneys may withdraw with the CCWD's consent or
for good cause. Good cause includes the CCWD’s breach of this Agreement,
refusal to cooperate or to follow Attorneys’ advice on a material matter or any fact
or circumstance that would render Attorneys’ continuing representation unlawful
or unethical. When Attorneys’ services conclude, all unpaid charges will
immediately become due and payable. After services conclude, Attorneys will,
upon the CCWD's request, deliver the CCWD's file, and property in Attorneys’
possession, whether or not Client has paid for all services.

7. Document Retention Policy. The CCWD is entitled upon written request to any
files in Attorneys’ possession relating to the legal services performed by
Attorneys for the CCWD, excluding Attorneys’ internal accounting records and
other documents not reasonably necessary to the CCWD's representation,
subject to Attorneys’ right to make copies of any files withdrawn by the CCWD.
Once a matter is concluded, Attorneys will close the file, and the CCWD will
receive notice thereof. The CCWD's physical files may be sent to storage offsite,
and thereafter there may be an administrative cost for retrieving them from
storage. Thus, it is recommended that the CCWD request the return of a file at
the conclusion of a matter. Under Attorneys’ document retention policy,
Attorneys normalily destroys files five (5) years after a matter is closed, unless
other arrangements are made with the CCWD.

All client-supplied materials and all attorney end product (referred to generally as
“client material") are the property of the CCWD. Attorney end product includes,
for example, finalized contracts, pleadings, and trust documents. Attorney work
product is the property of Attorneys. Attorney work product includes, for
example, drafts, notes, internal memoranda and electronic files, and attorney
representation and administration materials, including attorney-client
correspondence and conflicts materials.

After the close of a matter, Attorneys will notify the CCWD of any client materials
that remain in Attorneys’ possession. The CCWD will be invited to retrieve these
client materials within 45 days of notice, or the CCWD may direct Attorneys to
forward the client materials to the CCWD, at the CCWD's expense. If within 45
days of this notice CCWD fails to retrieve the client materials or request
Attorneys to forward them, the CCWD authorizes Attorneys to destroy the client
materials.
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After the 45-day period, Attorneys will, consistent with all applicable rules of
professional conduct, use its discretion as to the retention or destruction of all
attorney work product and any client materials that remain with Attorneys.

8. Conflicts. Before accepting to represent the CCWD, Attorneys have
undertaken reasonable and customary efforts to determine whether there are any
potential conflicts of interest or adversity of positions between the CCWD and
any other person or entity that would bar Attorneys from representing the CCWD
in general or in any of the specific matters listed in Attachment “A." Attorneys
have reviewed this issue in accordance with the Rules of Professional conduct
adopted in California. Burke believes that those rules, rather than the rules of
any other jurisdiction, are applicable to the CCWD’s representation. The
CCWD's execution and return of the enclosed copy of this Agreement represents
an express agreement to the applicability of the Rules of Professional conduct
adopted in California to any and all representation arising under this Agreement.

9. Disclosure. Pursuant to the requirements of California Business & Professions
code Section 6148, Attorneys hereby disclose that it maintains professional
errors and omissions insurance.

10. Mediation/Arbitration; Waiver of Jury Trial. If a dispute arises out of or
relating to any aspect of this Agreement between the CCWD and Attorneys, or
the breach thereof, and if the dispute cannot be settled through negotiation,
Attorneys and the CCWD agree to discuss in good faith the use of mediation
before resorting to arbitration, litigation, or any other dispute resolution
procedure. Nothing herein shall limit or otherwise affect the CCWD's right under
Sections 6200-6206 of the California Business and Professions Code to request
arbitration of any fee dispute by an independent, impartial arbitrator or panel of
arbitrators through a bar association program created solely to resoive fee
disputes between [awyers and clients. However, should discussions, mediation
or the non-binding arbitration provided through a local bar association program
not resolve the dispute, the dispute shall be determined by binding arbitration
before the American Arbitration Association under their then prevailing
commercial arbitration rules, except that discovery may be taken in that
arbitration pursuant to the California Code of Civil Procedure. The claims or
controversies subject to this provision shall include, without limitation, any claim
of professional negligence or malpractice. The arbitration shall be held in Los
Angeles, California, unless the parties mutually select another venue, and
judgment may be entered upon the arbitrator's award by any court having
jurisdiction. Should the CCWD refuse or neglect to appear or participate in the
arbitration proceedings, the arbitrator is empowered to decide the claim or
controversy in accordance with the evidence presented. The CCWD should
realize that by accepting the arbitration provision, IT WILL WAIVE ITS RIGHT TO
A JURY TRIAL AND THE RIGHT, EXCEPT UNDER LIMITED
CIRCUMSTANCES, TO APPEAL THE ARBITRATOR'S DECISION.

(CCWBD: Initial Here) { Attorneys: Initial Here)

CCWD Agreement for L.egal Services, v2 Page 50f7
LA #4814-4337-6157 vi




11. Disclaimer of Guarantee. Nothing in this Agreement and nothing in Attorney's
statements to the CCWD will be construed as a promise or guarantee about the
outcome of matters referred by the CCWD to Attorneys. Attorneys make no such
promises or guarantees. Attorneys' comments about the outcome of the
CCWD's matter are expressions of opinion only.

12.  Approval. By executing this Agreement, the CCWD acknowledges that the
CCWD Board of Directors, severally, has approved the engagement of Attorneys
as stated in this Agreement.

Dated: BURKE, WILLIAMS & SORENSEN, LLP

By:

John J. Welsh
Managing Partner

Dated: CALAVERAS COUNTY WATER
DISTRICT, an Agency of the State of
California

By:

Larry Diamond
Interim General Manager
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Attachment “A"”

1. Attorneys’ services will include the filing and execution of judicial foreclosure
actions for delinquent assessments and special taxes, as may be more
particularly requested and/or authorized from time to time by an officer or
employee of the CCWD, reviewing and providing advice on compliance issues
related to the CCWD's fiduciary obligations under its various bond covenants,
and general legal advice related to foreclosure issues on an as-needed basis,
with respect to the following matters ONLY:

a. Alvarado, Sarah; Marquez, Maria, APN 073-046-038-000 (Burke Matter
No. 05982-0001)

b. Marina Ridge LLC, APN 061-059-020-000 (Burke Matter No. 05982-0002)

C. United Home Loan Co. Inc., APN 055-067-006-000 (Burke Matter No.
05982-0003)

d. Williams, Craig E. & Janet L., APN 055-059-002-000 (Burke Matter No.
05982-0004)

e. Musumeci, Gerald Anthony, APN 055-069-014-000 (Burke Matter No.
05982-0006)

f. Franklin, Clifford W. & Susan, Trustees, APN 055-078-009-000 (Burke
Matter No. 05982-0006.001)

g. Old Golden Oaks LLC, APNs 046-001-140-000, 073-042-098-000 (Burke
Matter No. 05982-0009)

h. Sciortino, Katherine, APN 046-036-025-000 (Burke Matter No. 05982-
0011)

i Valencia, Miguel C., Sr., Estate of, APN 073-044-002-000 (Burke Matter
No. 05982-0013)

J- Mello, Richard & Judith, APNs 073-044-010-000, 073-044-011-000 (Burke
Matter No. 05982-0014)

k. Equity Trust Co. Custodian FBO Tong, Jessica IRA, APN 073-045-042-
000 {Burke Matter No. 05982-0016)

l. Wilcox, Dave, APN 073-046-042-000 (Burke Matter No. 05982-0017)
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Agenda ltem

DATE: October 8, 2014
TO: Board of Directors
FROM: @Larry Diamond, Assistant to the General Manager

SUBJECT: Discussion / Action regarding Blue Lake Springs Mutual Water Company
Well Development and Impacts to CCWD Property

RECOMMENDED ACTION:
Motion: / (per Board consensus).
SUMMARY:

Blue Lake Springs Mutual Water Company (BLS) has been investigating additional well
sites in recent months. This agenda item is to offer an opportunity to discuss items
related to CCWD property interests.

Well on Lucia Property

BLS is developing a well on the Lucia property (APN 025-004-008) adjacent to the
District's White Pines property behind the Moose Lodge. See attached map. To
complete construction of the well, BLS will need to have PG&E run approximately 60’ of
power line across District property. At this point it is assumed that the line will be within
an existing PG&E easement. BLS will also have to run roughly 10' to 20’ of 3-inch pipe
across CCWD property to connect the well with their existing pipeline on District
property.

If BLS is able to keep the new well power line within the PG&E easement, it will not
further encumber District property. BLS will be in contact with PG&E on the alignment
and determine whether or not an additional easement will be required from CCWD.

The new well pipeline connection appears to have very little impact on District property
and it occurs within an area already occupied by other CCWD and BLS water lines as
well as PG&E's power lines. No action on this pipeline alignment is being advocated or
required by staff.

As a side note, the new Reach 3A pipeline will be coming through this general area to
replace the CCWD pipeline shown on the drawing. The new alignment will avoid the
Lucia property.




White Pines Barn Maintenance Yard Site

BLS drilled a test well at this location some months ago but the test well was not judged
to be worth developing. BLS is currently requesting permission to try again in the same
general location with the intention of going deeper to find satisfactory yields.

Prior arrangements between CCWD and BLS on the original co-owned wells permitted
BLS to utilize CCWD property and water resources without compensation to CCWD.
Staff wishes to discuss and clarify this issue of land and water use with the Board
regarding the potential new well because BLS wants to understand future terms of use
to evaluate potential site development costs.

Staff seeks Board consensus on one of the following options for addressing BLS use of
the new well site:

1. Co-ownership of the facilities by CCWD and BLS. No charge to BLS for use.
OR

2. BLS sole ownership of the facilities. CCWD staff to negotiate terms for land and
water use.

In either case, staff would bring back the necessary documents for final Board approval.

Well #3 site

Original production of wells #1 and #2 are co-owned by CCWD and BLS. Well #1 is
currently only used for groundwater monitoring. Well #2 was rehabilitated by BLS and
is pumping at a rate lower than the initial installation.

Well #3 was successfully installed by BLS on emergency basis in the summer of 2001
due to the rapid decline in yield of one the original production wells. (Side note: This
well was the second attempt in 2001 to find a new production well.)

There is no documentation memorializing the status of this well and related facilities.
This is an outstanding issue between the two parties.

FINANCIAL CONSIDERATIONS:

As noted above.

Attachment(s). Lucia Well Pump Station - Drwg. C-1
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