MINUTES OF A REGULAR MEETING OF
BIG BEAR MUNICIPAL WATER DISTRICT
HELD ON THURSDAY, MAY 19, 2011

CALL TO ORDER

President Suhay called the Open Session to order at 1:00 PM. Those in attendance included
Director Fashempour, Director Eminger, Director Smith, District Counsel Wayne Lemieux,
General Manager Scott Heule, Lake Manager Mike Stephenson, and Board Secretary Vicki
Sheppard.

REPORTS

General Manager, Scott Heule reported that he received a call from Raina Fulton, our ACOE
Project Manager, and an e-mail message from Walter Yep that our project got an additional
$250,000 funding through the balance of this current federal fiscal year. He explained that
according to Ms. Fulton this means that they will be able to do a little more work on finishing the
F4 than they expected. He reported that the DWP is challenging the amount of a City road
impacts charge. He explained that it is intended to pay for the impacts of the DWP’s heavy
equipment on the City’s paved streets. He commented that evidently they have not charged the
fee in the past and can only charge the fee to City departments. Mr. Heule explained that Steve
Foulkes has spent a lot of time with spreadsheets and vehicle mileage etc. to attempt to show the
City has miscalculated the cost. He reported that Mr. Foulkes calculates the cost at only
$104,667 while Kathleen Smith at the City says the fee should be $132,876. He explained that
they will be presenting their FY 2011-12 Budget in a workshop at the City on June 13 adding that
they have not decided how they are going to address this road impact fee in their budget. Mr.
Heule reported that at the last meeting he mentioned that the DWP was having their semi-annual
Technical Review Team or TRT meeting to review their water supply and management strategy.
He explained that the Commissioners discussed the results of the TRT meeting at their Board
meeting this past Tuesday and they asked Staff to prepare a resolution for consideration at their
next Board meeting that would lift the Water Shortage Emergency in all service areas except
Lake William. He added that if the resolution is approved there would be no limitations on new
connections, and they might increase the allowable turf area to increase from the current 500
square feet to 1000 square feet. He reported that all regular conservation measures would remain
in place and the current moratorium on new water service connections in Lake William would
remain in place. Mr. Heule reported that in order to develop a post acquisition Lake
Management organization chart to recommend to the Board, we have been meeting and
discussing issues with DWP senior staff members. He added that on Wednesday interim General
Manager Dani McGee met with Carrie Shirreffs and Victoria Moore to discuss the various
accounting necessary for District operations. He explained that it appears that some of our
regular processes, like dock fee billing and management, might be suitable for transitioning to
the DWP’s regular utility billing software. Mr. Heule reported that based on the current feedback
we are getting, it appears that DWP employees are mostly okay with moving from SBCERA to
CalPERS, however the social security participation is not being well received. He explained that
they have engaged David Aladjem, at the law firm Downey Brand in Sacramento, to come up
with an alternative for consideration. He reported that based on preliminary conversations it
appears one solution might involve LAFCO. He stated that Wayne Lemieux has indicated he
would be in touch with Mr. Aladjem to discuss this matter. Mr. Heule reported that one of the
pieces needed to move forward with eminent domain proceedings is to secure an inventory of
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DWP supplies, equipment, facilities, real property, and easements. He explained that we have
already received a water system infrastructure inventory that was complete as of 2006. He stated
that updates to the 2006 data are being made by the Water Superintendant based on construction
project records. He reported that DWP is working on the real property inventory and other
inventory pieces are also being compiled or will be compiled by the later part of June. He added
that they have indicated that compilation of an easement inventory will be very difficult and
complex due to the age of the system and poor records available. Mr. Heule explained that as we
have been going through this process it has become apparent to him that the District might want
to update and memorialize some of its personnel policies. He added that these would include
what level of insurance and type of coverage the District provides (health, dental, life, buy-out of
unused comp time, vacation time, and Christmas time office closure schedule). He stated that this
information will be presented to the Administrative Committee.

Lake Manager, Mike Stephenson reported on the May Trout Classic that took place this last
weekend. He commented that participation was down to somewhere between 383 and 402
fishermen (they usually get 500). He added that a local young man, Jason Marshall who happens
to be on the baseball team that he coaches, took third place. He added that through the years this
event has stocked over 222,000 pounds of fish. Mr. Stephenson reported that the "bus stop" at
the East Ramp (the Quagga inspection station shelter) is ready to go in and will be installed
before Memorial Day weekend. He explained that we are fully staffed now adding that we had
the beginning of the season breakfast and staff training on Wednesday, May 11th. He reported
that the ramps were closed yesterday due to inclement weather adding that we accommodated a
boater by having staff open the ramp at the administration office (Big Bear Marina). He
commented that the lake has been at 0' 0" down from full for several weeks now. He reported
that he has been working with Caltrans explaining that the electrical conduit is in and the cement
sidewalk poured at the new bridge. He stated that it was discovered that the culvert pipe that was
to go down the canyon for the discharge of water couldn't be placed as planned so they are
working on other ways to route the water adding that there will be more to be told on this in the
near future. President Suhay asked about the sizes of the conduits. Mr. Stephenson explained that
they are two 5" and five 2.5" manifolded at each end. He added that Bob Ludecke is working
with them on electrical.

APPROVAL OF CONSENT CALENDAR
Upon a motion by Director Eminger, seconded by Director Smith, the following consent items
were unanimously approved:

® Minutes of a Regular Meeting of May 5, 2011
® Minutes of a Special Meeting Workshop of May 3, 2011
e Warrant List Dated May 12, 2011 for $81,502.25

® Authorizing the General Manager to secure a consulting service to compare and contrast
salary & wages and review the DWP MOU and the MWD Employee Handbook

CONSIDER AUTHORIZING STRADDLING YOCCA CARLSON & RAUTH (BOND
COUNSEL) TO PROCEED ON DWP WATER SYSTEM ACQUISITION FINANCING
SERVICES

Mr. Heule reported that the proposal from Stradling Yocca Carlson & Rauth (bond counsel)
recommended by District Counsel Wayne Lemieux, was reviewed by the Committee. He
explained that the scope of services were discussed as well as the fees and costs which will be a
fixed fee of not-to-exceed $45,000 for the services described in paragraphs 1, 2, and 3 of the
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Scope of Services and in addition a fixed fee of not-to-exceed $40,000 for the service described
in paragraph 4 (see attached). He added that their fees would be contingent on completion of the
financing and would be payable from the proceeds of the financing. Mr. Heule reported that the
tasks proposed are included as described by paragraphs 1 through 5. He stated that paragraph 1
involves advising the District with respect to the process for the proposed water system
acquisition financing. He explained that paragraph 2 describes the preparation of a tax opinion
that interest earned on the debt is exempt from taxes. He reported that paragraph 3 describes
assistance, if needed, to form the District financing corporation to assist in implementing the
financing. He added that paragraph 4 describes the assistance to be provided in preparation of the
official statement, and in Paragraph 5 advice will be given the District with respect to the
financial aspects only of the proposed eminent domain action. District Counsel Wayne Lemieux
explained that the proposal meets industry standards and he recommends we engage them as
bond counsel. President Suhay commented that several other agencies in the valley (the Fire
Department for example) have hit a brick wall because of employee negotiations so are we
putting the cart before the horse? Mr. Lemieux stated that employee negotiations have nothing to
do with this. President Suhay commented that if this acquisition doesn't fly we are charged no
money.

Director Fashempour moved approval of authorizing Straddling Yocca Carlson & Rauth

(Bond Counsel) to proceed on DWP Water System Acquisition Financing Services.

Director Smith seconded the motion and it was unanimously approved.

CONSIDER AUTHORIZING FIELDMAN ROLAPP & ASSOCIATES TO PROCEED
ON FINANCIAL ADVISOR SERVICES ASSOCIATED WITH FINANCING THE
ACQUISITION OF THE DWP WATER SYSTEM
Mr. Heule reported that the Administrative Committee discussed the need for a financial advisor
to coordinate the acquisition. He added that the District has an existing relationship with Joshua
Lentz of Fieldman Rolapp & Associates and a proposal was requested and received (see
attached). He explained that the fees for Phase I & II will be a not-to-exceed amount of $20,000
(exclusive of all actual expenses incurred). He added that Phase III of the scope of work will be
billed at the amounts set forth on page 11 of the proposal and will be contingent on and payable
at the closing of the debt issues and Phase I Scope of Work will include review of the District
financial status and policy update/development. He reported that Phase IT will involve special
assignments as directed by the District and identification of the District's objectives. He added
that Phase III will include bond financing transaction management. District Counsel Wayne
Lemieux explained that the financing is fairly simple adding that he recommends Fieldman
Rolapp. Mr. Heule explained that this is an expense on an interim basis and if the acquisition
doesn't take place the District still owes them the money. President Suhay asked again if this is a
necessary step to take at this time. Mr. Lemieux stated that we need this information and it is
necessary. Director Eminger commented that the District is going step by step and not rushing
into it. Director Smith explained that they seem to have a good track record as well as Wayne
Lemieux's recommendation. Mr. Lemieux explained that they will be looking at the quality of
MWD management as well as DWP staff and state law is such that they cannot perform this
work on a contingency basis.
Director Smith moved approval of authorizing Rieldman Rolapp & Associates to proceed
on Financial Advisor Services associated with financing the acquisition of the DWP
Water System. Director Fashempour seconded the motion and it was unanimously
approved.
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CONSIDER ADOPTION OF RESOLUTION 2011-03 THAT WOULD IMPLEMENT
THE MEYERS-MILIAS-BROWN ACT, GOVERNMENT CODE SECTIONS 3500-3511
AND AMEND RESOLUTION NO. 2006-13 (ADMINISTRATIVE CODE TO PROVIDE
PROCEDURES FOR ADMINISTRATION OF EMPLOYER-EMPLOYEE RELATIONS)
Mr. Heule reported that the proposed Resolution, if adopted, would implement the Meyers-
Milias-Brown Act, Government Code Sections 3500-3511, and amend District Resolution No.
2006-13 (Administrative Code) to provide procedures for administration of employer-employee
relations. He explained that in contemplating acquisition of the DWP, which employees are
represented by a union, the District would use the procedures in the resolution to negotiate and
potentially prepare a transitional MOU with employees at the DWP. He commented that the
District currently has no procedure in place to address this issue. Mr. Lemieux reported that this
does not unionize employees explaining that it is a procedural issue. Mr. Heule explained that
Christine Carson of Lemieux & O'Neill reported that the MWD employees would not be
obligated to join the union and there would be no automatic membership just because we acquire
DWP; they can be separate units. President Suhay asked if the DWP employees could opt out of
the union after the acquisition. Mr. Lemieux stated that we would want to talk about that when it
happens and not at this time. Director Smith asked if we want to go ahead with this Resolution if
the acquisition doesn't happen. Mr. Lemieux stated that he believes we should explaining that if
an employee union were to come in then we would want this in place. Mr. Heule commented that
at this time it does not appear that MWD would have the votes to go union.

Director Smith moved approval of adoption of a Resolution that would implement the

Meyers-Milias-Brown Act. Director Eminger seconded the motion and it was

unanimously approved

PUBLIC FORUM
Mr. Larry Cooke asked if the second Trout Pond Workshop was scheduled. President Suhay
stated that it will be scheduled for early in June. No other comments were made.

ANNOUNCEMENTS

Mr. Heule asked if the Directors wanted to reschedule the lake tour that was cancelled due to
inclement weather. President Suhay stated that he would rather wait until Director Murphy returns
from vacation.

DIRECTOR COMMENTS
No comments were made

ADJOURNMENT TO CLOSED SESSION
The meeting was adjourned to Closed Session at 1:46 P.M to:
Conference with Legal Counsel

Potential Litigation — Conroy v. BBMWD

RECONVENE TO OPEN SESSION
The meeting was reconvened to Open Session at 2:00 P.M.
No reportable action.

ADJOURNMENT
There being no further business, the meeting was adjourned at 2:01 P.M.
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NEXT MEETING Open Session at 1:00 P.M.
Thursday, June 2, 2011
Big Bear Municipal Water District
40524 Lakeview Drive, Big Bear Lake, CA

Vicki Sheppard
Secretary to the Board
Big Bear Municipal Water District

(SEAL)
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May 11, 2011

Mr. Scott Heule, General Manager
Big Bear Municipal Water District
40524 Lake View Drive

Big Bear, California 92315

Dear Mr. Heule:

We thank you for the opportunity to represent the Big Bear Municipal Water District as bond
counsel for the proposed water system acquisition financing. As is traditional for bond counsel
matters, our fees would be contingent on completion of the financing and would be payable from the
proceeds of the financing. Unless otherwise confirmed in writing, the terms of this letter and the
enclosed Terms of Retention will govern our special counsel representation of you in connection
with the matters identified above.

We are attaching our normal Terms of Retention, which is an integral part of our retention
agreement. If this letter, including the attached Terms of Retention, accurately reflects your
understanding of our relationship, please acknowledge your approval and acceptance of these terms
by signing and returning this letter to me. Copies of each are enclosed for your files. I would be
pleased to answer any questions you might have.

Very truly yours,
STRADLING YOCCA CARLSON & RAUTH

Douglas S. Brown
cc: Wayne Lemieux, General Counsel

Enclosure

The undersigned hereby agrees that the terms and conditions in this letter and the
accompanying Terms of Retention shall apply to services rendered by Stradling Yocca Carlson &
Rauth.

BIG BEAR MUNICIPAL WATER DISTRICT

By:
General Manager

DOCSO0C/1488105v1/022517-0005
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TERMS OF RETENTION

STRADLING YOCCA CARLSON & RAUTH

L. Fees and Costs. Stradling Yocca Carlson & Rauth (the “Firm”) is compensated for
its services based primarily on the value of the services and the time spent performing them. The
scope of services currently contemplated for this matter is attached on Exhibit A. The parties
acknowledge that given the unique nature of the proposed transaction such scope of services maybe
modified from time-to-time to assist the District in accomplishing the transaction.

Such compensation may include the time spent on client conferences, travel, research,
drafting documents, and other activities. The amount of fees charged on a statement is determined
by the hours expended by the different attorneys and other professional personnel involved and the
applicable rates. Notwithstanding the foregoing, we have agreed to a fixed fee of not-to-exceed
$45,000 for the services described in paragraphs 1, 2 and 3 of the attached Scope of Services.
In addition, we have agreed to a fixed fee of not-to-exceed $40,000 for the service described in
paragraph 4 of the attached Scope of Services. Because of the uncertainty related to the
amount of time to be spent on the scope of services described in paragraph 5, we have not been
able to set a not-to-exceed amount on these services at this time. We will agree to such an
amount at a future date as requested by the District.

The firm also charges for various costs such as copying, telephone charges, computerized
legal research, word processing and/or other computer time, overtime costs, messenger services,
travel, filing fees and other costs. Bills for some costs are passed on directly, such as bills for
certified shorthand reporters, technical consultants, and other professional fees. For bond counsel
matters, expenses are included in the fixed amount quoted to you as described above.

2 Termination by Us. We reserve the absolute right to withdraw from representing
you if, among other things, you fail to honor the terms of our agreement, you fail to cooperate fully
or follow our advice on a material matter, or any fact or circumstance occurs that would, in our view,
render our continuing representation unlawful or unethical. If we elect to withdraw, you will take all
steps necessary to free us of any obligation to perform further services, including the execution of
any documents necessary to complete our withdrawal, and we will be entitled to be paid at the time
of withdrawal for all services rendered and costs and expenses paid or incurred on your behalf. Not
withstanding the foregoing, no portion of any contingent bond counsel fee shall be payable in the
event we terminate our representation of you as discussed above prior to closing of the proposed
transaction. If necessary in connection with litigation, we would request leave of court to withdraw.

3. Termination by District. We understand that we serve at the pleasure of the District
and this Agreement may be terminated by the District at any time, upon 10 days written notification

DOCS0OC/1488105v1/022517-0005
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with or without cause. In the event that our services are terminated prior to completion of the
financing, no portion of any contingent bond counsel fee shall be payable to us.

4. Date of Termination. Our representation of you will be considered terminated at the
earlier of. (i) your termination of our representation; (ii) our withdrawal from our representation of
you; or (iii) the substantial completion of our substantive work for you.

5 Related Activities. If any claim or action is brought against us or any personnel or
agents of the firm based on your negligence or misconduct, or if we are asked to testify as a result of
our representation of you or must defend the confidentiality of your communications in any
proceeding, you agree to pay us for any resulting fees, costs, or damages, including our time, even if
our representation of you has ended.

6. No Guarantee of Outcome. The Firm will provide its services consistent with the
level and quality of expertise expected of a nationally recognized firm specializing in securities law
and the transactions contemplated by this agreement. We do not and cannot guarantee any outcome
in a matter.

7 Insurance. We hereby advise you that this firm maintains professional errors and
omissions insurance coverage applicable to the services to be rendered to you.

8. Client. This firm’s client for the purpose of our representation is only the person or
entity identified in the letter accompanying these Terms of Retention. Unless expressly agreed, we
are not undertaking the representation of any related or affiliated person or entity, nor any parent,
brother-sister, subsidiary, or affiliated corporation or entity, nor any of your or their officers,
directors, agents, or employees.

9. Payment Notwithstanding Dispute. In the event of any dispute that relates to our
entitlement to any payment from you, all undisputed amounts shall be paid by you. Any amounts in
any client trust account held on your behalf, sufficient to pay the disputed amounts, shall continue to
be held in such trust account until the final disposition of the dispute.

10. Primary Attorney. The primary attorney with responsibility for this representation
will be Douglas S. Brown. The parties agree that the Firm is being retained based on the unique
skill, experience, and expertise of Mr. Brown and no change will be made in the primary attorney
without the prior, written consent of the District. The Firm will not substitute another primary
attorney without the prior, reasonable, approval of the District.

DOCSOC/1488105v1/022517-0005



EXHIBIT A
SCOPE OF SERVICES

As Bond Counsel, Stradling Yocca Carlson & Rauth, a Professional Corporation (the
“Firm”), will undertake the following Scope of Services:

1. Advise the District with respect to the process for the proposed water system
acquisition financing, including but not limited to advice and consultation with Fieldman, Rolapp &
Associates, the District’s financial advisor, the General Manager, General Counsel and the Board of
Directors regarding the financing process; prepare all legal proceedings in connection with the
proposed financing, including but not limited to: (i) drafting various resolutions, documents and
agreements for consideration by the Board of Directors of the District and any financing corporation;
(11) providing legal opinions on the validity of any financing documents; and (iii) participating in
meetings, hearings or negotiations with District staff and the Board of Directors, as the circumstances
require.

2. In addition to the preceding paragraph, the Firm will render a tax opinion that interest
eamed with respect to the District’s debt obligation is exempt from State and Federal taxes and
prepare final closing documents to be executed by the District to effect delivery of any financing
(including the tax certificate) and coordinate the adoption and execution of all documents and of the
closing.

3] If necessary, form the District financing corporation to assist in implementing the
financing.
4. Assist the District in preparation of a preliminary official statement, including but not

limited to information with respect to the District, its financial operations and system information;
assist the District in preparation of a final official statement; preparation of a continuing disclosure
certificate as required by federal securities laws.

5. Advise the District with respect to the financial aspects only of the proposed eminent
domain action, including but not limited to review of the existing City of Big Bear Department of
Water and Power debt documents, the assignment of certain existing and pending loans and other
related matters.

DOCSOC/1488105v1/022517-0005
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May 12, 2011

Mr. Scott Heule

General Manager

Big Bear Municipal Water District
P.O. Box 2863

Big Bear Lake, CA 92315

Re: Statement of Qualifications for Financial Advisor Setrvices

Dear Mr. Heule:

We are pleased to submit this statement of qualifications for financial advisor services Big Bear Municipal
Water District (hereafter, “District”) for financial advisor services.

Fieldman, Rolapp & Associates (“FRA”) is the right advisor for the District:

v

v

We have a long history of successful service to California municipalities, with an emphasis on
water and wastewater enterprises, and have been providing independent financial advice to our
clients for over 44 years.

We provide professional depth including experienced, skilled staff members, located nearby, who
know the District and can immediately begin working on District matters.

We have direct, relevant experience in matters important to District. Our firm has advised
numerous water agencies in connection with the successful development and implementation of
financial plans and the structuring, restructuring, and execution of water and wastewater debt.

We are the most experienced financial advisor for water and wastewater financing in California.
Since 2008, we have advised on 53 water/wastewater transactions for agencies similar to the
District totaling over $2 billion in par amount of obligations sold.

We have the resources, both human and technical, to devote immediately to the needs of the
District.

We have reviewed the District’s financial position and the existing debt of the City’s water enterprise and
prepared a statement of qualifications we believe addresses District’s needs. We are confident that we would
bring an unparalleled depth of knowledge and experience that will provide the District with extraordinary
service which would best meet the District’s needs and objectives.

Respectfully submitted,
FIELDMAN, ROLAPP & ASSOCIATES

Robert A, Potr
Senior Vice President

19900 MacArthur Blvd., Suite 1100 @ Irvine, CA 92612 ¢ phone: 949.660.7300 ¢ fax: 949.474.8773 ¢ www-fieldman.com
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1. STATEMENT OF EXPERIENCE

Fieldman, Rolapp & Associates (“FRA” or the “Firm”) is a full service, independent, financial advisor
focused on California public finance. We began business in 1966 and have a long history of successful
service to California municipalities. Since 1966 FRA has emphasized water and wastewater enterprises as a
core business practice.

Fieldman, Rolapp & Associates concentrates its consulting activities in four primary areas: capital finance
transaction management, investment of capital funds, derivative advisory services and the planning,
management and policy development required to support the capital formation process. By concentrating on
the client’s overall needs, the Firm is equipped to provide topical, useful consulting services to its clients on
all aspects of the capital process.

As an independent advisor, FRA neither underwrites bonds nor has a relationship, direct or otherwise, with
any municipal bond underwriter, broker/dealer or financial institution. The Firm represents public entities
and non-profit organizations only. We do not accept engagements representing developers or other private,
for profit enterprises.

We have a staff of 20 employees (13 financial advisors), all based in Irvine, readily available to our clients
spread throughout California. Through our Employee Stock Ownership Program (ESOP), our employees, as
beneficial owners of the Firm, participate in an ownership culture. Each of us has a strong interest in being
efficient and providing responsive service to each client on each and every assignment.

Our professionals come from a broad range of backgrounds, from law to public administration, real estate
development and investment banking. We include senior managers of our Firm on every project team as
Engagement and Project Managers to ensure that every engagement has a high priority and resources are
committed to ensure responsiveness and accuracy.

Our goal is to provide sound, unbiased, and creative consulting services to Big Bear Municipal Water District
(“District”). Our experience has proven to us that this mission is best accomplished through interaction with
our client through multiple levels and by assigning professional staff with a variety of talents. We propose to
assign the team described in Section 4, each of whom will assume different duties and responsibilities. Using
a team approach assures the District that several individuals will be familiar with the District’s needs and
requirements. This approach offers superior service, better turnaround times and more efficient use of the
District’s staff time.

The water practice at Fieldman, Rolapp is diverse because water and water related transactions are pervasive
throughout the Firm. Robert Porr, a Senior Vice President with the Firm, will be the Firm’s engagement
manager. Mr. Porr specializes in water and wastewater transactions and advises most of the Firm’s utility
clients. Mr. Darryl Street, Vice President, will serve as project manager for all District’s assignments. Mr.
Street has worked with Mr. Porr on numerous water transactions. Mr. Porr and Mr. Street will be assisted by
Mr. Josh Lentz, Assistant Vice President, and Ms. Ruth Matthews, Senior Associate. All four members of our
team will be available daily to District staff.

In 2008, 2009, 2010, and 2011 Fieldman, Rolapp & Associates advised on 53 financings secured by
water, or wastewater revenues, totaling in excess of $2 billion in par amount of obligations. The
majority of these transactions, which include revenue bonds and certificates of participation, have been
secured by senior pledges of water or wastewater revenues.

FRA leads all other financial advisory firms in completing water and water-related financings for California
entities (both special districts and California cities with water enterprises.) The table below demonstrates our
rankings based upon the number of issues completed over the last five years.

PAGE 1
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For THCALIFORNIA FINANCIAL ADVISORS FOR WATEIC& WASTEWATER FINANCINGS

S YEARS
Issues Issues
Financial Advisor Completed  Market Share  Par Amount (US$ mil) Completed
(Sole FA) ( Co-FA)

FIELDMAN, ROLAPP & ASSOCIATES 91 31% 3,019.9 0
Public Financial Management 54 19% 3,050.5 4
Public Resources Advisory Group 49 17% 4,406.7 17
Montague DeRose & Associates 23 8% 3,194.8 12
Bartle Wells Associates 16 6% 573.1 Q
KNN Public Finance 16 6% 650.1 22
Urban Futures Inc 15 5% 289.6 0
Northcross Hill & Ach 1 4% 264.3 0
Del Rio Advisors 8 3% 181.2 0
FirstSouthwest 7 2% 402.3 Q
ToP 10 TOTALS 290 16,032.7 55

Source: Th s on D /, December 10, 2010

We believe that the number of transactions and assignments that we have completed and the diversity of our
clients have given our professionals a better understanding of the business side of the municipal water
industry. It is this understanding which permits us to approach challenges with practicality and develop
effective financial advice.

Our analytical experience is best applied by combining the strengths of our professionals that have been
involved in: (1) investment banking, trading and underwriting, (2) quantitative analyses, and (3) cash
management services. Each member of the team assigned to this assignment is proficient in the use of the
most commonly used word processing, spreadsheet and financial programs. Our software includes
spreadsheet programs compatible with any which may be used by District.

Our team, steeped in years of experience in assisting numerous local agencies in making policy decisions, will
make the issues and recommendations clear and concise for District’s policymakers. After identifying needs
and developing suggestions into real-world solutions, (in all facets) we believe in recommending a course of
action for consideration by policymakers,

In addition to our transactional experience, we have served a wide range of clients in the planning,
management and policy development required to support the financial process and implementation of long
term capital plans. Over the last three years we have assisted a number of municipal agencies with policy
development and review.

"= FIELDMAN |ROLAPP Raer
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The table below illustrates some of our most recent efforts in the development of new or the
review/enhancement of existing policies for our water district clients.
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Fieldman, Rolapp & Associates concentrates its consulting activities in three primary areas: capital finance
transaction management, investment of capital funds and the planning, management and policy development
required to support the capital formation process. By concentrating on the client’s overall needs, the Firm is
equipped to provide topical, useful consulting services to its clients on all aspects of the capital process.
Below are brief descriptions of each of our areas of expertise.

Capital Planning, Management and Policy Development
The planning, management and development of the capital structure is often the least visible, but is clearly the
most important undertaking in the management of the balance sheet of public sector clients. This is where
the basic decisions are made about the scope, cost and approach to financing the client’s needs. The firm
assists clients with the development of clear, thoughtful plans for the implementation of the capital plan.

Capital Finance Transaction Management
The firm assists clients with all aspects of the debt issuance or borrowing process. For example, we advise
clients on the general feasibility of financing a project, the nature and manner of the debt issue to be
structured and sold, the size of the issue required to accomplish the client’s funding requirements and the
general state of the credit markets.

We assist the client with defining objectives for the financing, the determination of a method of sale, the
selection of other service providers and the establishment of a timetable for the financing process. Once the
objectives are defined and the best structure is selected, we assist the client with the marketing, sale and
closing of the issue.
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The Firm handles both competitive and negotiated sales of debt. In a competitive sales situation, the Firm
assists with the dissemination of information to bidders and the calculation and acceptance of the bids
received. In negotiated sales, the Firm advises its clients on the terms of the sale offered by the negotiating
underwriter and assists with the negotiation of prices that are compatible with the client’s needs.

Investment of Funds
Fieldman Rolapp Financial Services, LLC, an affiliate of the Firm, is a registered investment advisor. The
affiliate offers clients professional, thoughtful investment advice relating to capital and operating funds.
There are three basic elements to the investment advisory process: portfolio evaluation and reporting, tactical
investment consulting, and the actual investment transaction.

Secondary Market Disclosure Services
Applied Best Practices, LL.C, a subsidiary of FRA, has procedures and practices to assist an issuer to meet all
necessary requirements pursuant to Rule 15¢2-12(b)(5) of the Securities Exchange Act of 1934.

Arbitrage Rebate Services
Applied Best Practices, LLC, a subsidiary of FRA, has procedures and practices to assist an issuer to meet all
necessary requirements pursuant to the federal tax code.

Commitment to Water Industry
Fieldman Rolapp & Associates is deeply committed to the support and development of the Water Industry
and has been for decades. We have demonstrated this commitment in many ways including financially co-
sponsoring with the Association of California Water Agencies (“ACWA”) a Public Television Series and CD
entitled “California’s Water-Climate Change.”

Legislatively, we have supported all the professional water groups by assisting in the drafting of certain
legislative priorities of the associations as well as those of ACWA. We have demonstrated our support by
sponsoring, attending and providing educational presentations to other water groups. We also sponsor and
attend the Riverside County Water Symposium and other events.

With our involvement and commitment, as a firm we know the water and wastewater industry issues and
needs. Fieldman Rolapp & Associates is proud of our involvement, commitment and support to the industry
and plans to continue and strengthen our involvement in the future.

Other Technical and Data Resources
FRA maintains the most sophisticated software available for structuring municipal bond issues. Our
advanced DBC software allows us to analyze and structure almost any bond or loan structure, and our project
personnel are proficient in the use of the software.

Technical resources include a live Bloomberg terminal and TM3 subscription that provides us with the most
up-to-date market events and data. Each of these allows us to gather and analyze the fixed-income markets
for use in debt pricing, spread negotiations and forecasting economic conditions. With access to Bloomberg
and TM3, we have access to the latest pricing information in the fixed-income markets.

While all of our technical resources allow us to keep abreast of the markets and trends, we have not allowed
this new infrastructure to replace the “old-fashioned” resources of talking with analysts at rating agencies and
communicating with the client, investment bankers, and underwriters. There still is no substitute for
conducting thorough due diligence and analysis by hard-working individuals; technical resources simply allow
us to do more of it and more quickly.
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We believe that FRA is an excellent choice for providing the financial advisor services required by the
District. Our track record for delivering high quality service and providing creative advice with our clients’
best interests at heart speaks for itself. The District will always have access to its entire FRA team and we will
meet the District’s needs even on short notice. We are esperts in water and wastewater credits, we are
creative and reliable, we communicate with our clients and their boards in plain English, we serve as
extension of staff and we provide continuity based on long-tenured, senior professional management. Our
strength is our people and experience. We are dedicated to the District and are committed to meeting and
exceeding the District’s needs.
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2. SCOPE OF WORK

The District is looking for financial advisory services to be provided in connection with the potential
absorption of the City of Big Bear Lake’s water enterprise. A critical financial issue will be the financial ability
to service customers at fair and reasonable rates and charges. Integral to such issue is the revenues, expenses
and outstanding debt of each entity. We have already begun to analyze the District’s and the DWP’s
outstanding debt to ascertain the existence of refunding and/or restructuring opportunities to make the
transfer of the water system as economically efficient as possible. We will undertake an effort to bolster out
already thorough understanding of the District’s needs, financial constraints and risk tolerance by a thorough
analysis of the District’s budget, cash flows, audit, existing debt and other pertinent financial information.
Thus, based on our current understanding of the District’s needs, we envision the potential scope of work to
include three phases. We have outlined within each phase the potential tasks that might be associated with the
particular phase. This list is not exhaustive and will be subject to change, depending on the specific
assignments we receive from the District. Further, if in the District’s opinion specific tasks listed are not
warranted, FRA will adjust the tasks, if selected as financial advisor.

PHASE I — REVIEW OF DISTRICT’S FINANCIAL STATUS AND POLICY UPDATE/DEVELOPMENT

We will encompass an extensive review of the District’s overall financial status, debt outstanding and available
cash reserves. It will include the potential review of existing policies, as well as possibly the development of
new financial policies, which will be discussed and drafted by the joint efforts of District Staff, FRA, and
District’s Counsel, where appropriate. The credit rating agencies look favorably on municipal issuers that
have adopted a full set of policies as such demonstrates strong governance on the part of elected officials and
strong management on the part of staff. We will work with Staff to understand District’s short and long term
objectives. Some of those will include: better understanding the District’s plans to acquire the assets of, and
take over providing services for the City’s Department of Water & Power, completing capital improvements
that maintain rates and charges at levels that are acceptable to ratepayers; obtaining and maintaining strong
credit ratings without sacrificing the ability or flexibility of the District to access the capital markets; and
maintaining reserve balances at levels that are prudent.

PHASE II — SPECIAL ASSIGNMENTS AS DIRECTED BY DISTRICT AND IDENTIFICATION OF DISTRICT’S
OBJECTIVES

The second phase includes specific assignments as directed by the District and combines identifying the most
important objectives with analyzing and assessing the fiscal health of the District to develop a strategy for
financing contemplated borrowings and any other capital improvement projects reflected in the District’s
capital improvement plan for the next five fiscal years.

PHASE II1 - TRANSACTION MANAGEMENT

Lastly, there is the transaction management phase. We will assist the District in the design of a financing
structure for any potential financing consistent with the District’s policies and objectives, that coordinates
each transaction with outstanding issues and that reflects current conditions in the capital markets. We will
take the lead role in preparing a schedule and detailed description of the interconnected responsibilities of
each team member and update this schedule, with refinements, as necessary, as the work progresses. As the
financing activities progress, we will constantly monitor the progression to ensure that the District’s policies
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and objectives are not compromised. If deviations take place, we will advise District Staff and provide a
recommended coutse of action.

We will coordinate (and assist, where appropriate) the review of the legal and disclosure documents and will
monitor the progress of all activities leading to the sale of each series of debt. We will monitor document
preparation for a consistent and accurate presentation of the recommended business terms and financing
structure of each debt issue. We will prepare the timetables and work schedules necessary to achieve this goal
in a timely, efficient and cost-effective manner and will coordinate and monitor the activities of all parties
engaged in the financing transaction. We stand ready and willing to attend all public meetings,
workshops, and hearings that District Staff deems necessary.

We will take the lead in analyzing the District’s credit from both quantitative aspects (for example, calculating
credit metrics), and qualitative aspects (for example, recommending an appropriate rate covenant and
additional bonds test). For the District, we will prepare the credit presentation, with the input from other
finance team members, and prepare the presenters for the actual meeting(s) with the rating analysts. We
recognize that the credit process is an important part of minimizing interest expense.

In the case of a negotiated sale of debt, we will perform a thorough evaluation of market conditions
preceding the negotiation of the terms of the sale of debt and will assist the District with the negotiation of
final issue structure, interest rates, interest cost, reoffering terms and gross underwriting spread to provide a
recommendation on acceptance or rejection of the offer to purchase the debt. The assistance and evaluation
will focus on the following areas as determinants of interest cost: size of financing; sources and uses of funds;
terms and maturities of the debt issue; investment of debt issue proceeds; distribution mixes among
institutional and retail purchasers; interest rate, reoffering terms and underwriting discount with comparable
issues; and redemption provisions.

We will provide regular commentary on current municipal market conditions, trends in the market and how
these may favorably or unfavorably affect the District’s proposed financing. We will make specific
recommendations as to the optimal time to enter the market according to the protocols for competitive or
negotiated sales. We will assist in activities related to the closing of each financing. We will assist the
District’s bond counsel in assuming responsibility for such arrangements as they are required, including
arranging for or monitoring the progress of bond printing, qualification of issues for book-entry status,
signing and final delivery of the securities and settlement of the costs of issuance.

In addition, we will act as the District’s representative in procuring the services for trustees, paying agents,
fiscal agents, financial printers for the official statement and related services. Further, we will act as the
District’s representative in procuring the services or other consultants or professionals as necessary under the
District’s direction, including the preparation and evaluation of requests for proposals for underwriters and
other professionals. We have built and maintained a customized database for servicing the needs of our
clients in these matters. In addition, we have developed and utilized a four phase systematic method of
procuring the aforementioned service needs. Our systematic method (ldentification, RFP, Response and
Evaluation) has yielded favorable results to our current and past clients.

The potential specific services to be provided in Phase III may include:
1. Initial Meeting and Set-Up of the District Objectives
Our aim in this stage of the work is to ensure that everyone has a clear understanding of the District’s

financing and policy goals. Ensuring that everyone has a thorough grasp of the District’s goals will
empower the financing team to work smoothly and efficiently.
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2. Prepare and Monitor Schedule

To ensure milestones are met in a timely manner and that the preparation for the issuance of bonds
occurs according to schedule, our firm will work with the rest of the finance team to draft a schedule of
responsibilities. Thereafter, we will coordinate the team to make certain that financing activities are
occurring according to schedule.

Review of Legal and Financing Documents

FRA will review documents and will review the highlights and notable points with District Staff, saving
time for the Staff.

Structuring of the Bond Issue

Financing Model

If not already done as part of our assignments in the previous phases, we will develop a financial model
in Microsoft Excel of the District’s financial position; the model will depict revenues and expenses and
calculate debt service coverage, cash flow and cash balances. The initial model will be based upon the
most recent audited financial statements of the District. We will work closely with Staff to develop
reasonable assumptions for each revenue and expense line item. With a working model of revenues and
expenses we will then overlay the additional debt to finance the project and test rates, debt service
coverage levels and cash balances.

Weighing the Impacts of using Cash versus Issuing Debt

Our services would be focused on providing a recommendation to the District by weighing the
anticipated cost of borrowing money to fund projects versus the anticipated rate of return of cash on
hand to fund those same projects, as well as the current balances in the District’s reserves.

Issue Lowest-Cost of Debt

We will compare the use of various types of debt such as fixed-rate debt, floating rate debt, etc., and
detail for Staff the benefits and drawbacks of each. We will work in cooperation with the investment
banking team, if any, to develop a financing structure including maturity schedules, additional bonds test,
redemption features and other covenants, etc., that is most suitable for the District.

Credit Ratings

The ratings downgrade of most of the bond insurance companies has resulted in investors placing an
even greater emphasis on underlying ratings. Each issuer and each transaction have its own set of facts;
however, in today’s market, credit ratings have become even more important.

As part of the contemplated borrowing, if selected as the District’s financial advisor, we will take the lead
in the preparation of the District’s credit presentation. We will coordinate the presentation materials
among all the District presenters and coach presenters on their specific parts, We often recommend to
clients that face to face meetings be held with the analysts for each major bond issuance. Our
presentation will highlight the District’s overall strong credit features and focus on presenting and
highlighting key credit benchmarks and financial ratios, based on our experience and knowledge of what
criteria the ratings agencies typically assess. We aggressively seek credit rating upgrades or new ratings for
our clients,
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6. Advise on the Choice of Sale Method

FRA will review with the District the financial basics relating to the choice between a competitive and a
negotiated sale. These factors can be placed into three broad categories of characteristics: Issuer
Characteristics (market familiarity, credit strength and policy goals), Transaction Characteristics (form of
debt, issue size, complexity, market conditions and the story underlying the issuance) and prevailing
Market Dynamics (interest rate environment and supply and demand).

7. Selling the Bonds Competitively

a.
b.
c

d.

FRA will develop a marketing plan for selling the bonds.
FRA will establish an account with Parity® electronic bidding system.
FRA will create and publish Notice of Sale and electronically post Preliminary Official Statement.

FRA will monitor pricing electronically during the bond sale and make live access available to the
District to ensure transparency and the lowest interest rates available,

FRA will verify winning bid and make recommendations to the District.

8. Selling the Bonds on a Negotiated Basis

a
b.

C.

e

FRA will coordinate a marketing plan with the underwriter.
FRA will negotiate underwriter’s compensation and redemption features on behalf of the District,
FRA will facilitate calls before and at pricing of the bonds.

FRA will prepare a list of contemporaneously sold transactions, similar in size, rating and structure
and compare the coupons and yields of such issues with the proposed pricing offered by the
underwriter.

FRA will review pricing, negotiate the pricing with the underwriter, and make recommendations to

District.

9. Conduct Market Analysis and Evaluate Timing of Market Entry

a.

FRA will provide regular commentary on current municipal market conditions, trends in the market
and how these may favorably or unfavorably affect the District’s proposed financing.

FRA will make specific recommendations as to the optimal time to enter the market according to the
protocols for competitive or negotiated sales.

10. Closing Activities

a.

FRA will prepare closing memorandum with wire instructions and coordinate with Trustee and
Underwriter to ensure the smooth closing of the transaction.

FRA will review all closing documents for accuracy and completeness.

FRA will coordinate with the financing team on all closing activities.
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d. FRA will prepare a closing laminate for District Staff to have as a summary reference guide.

11. Post-Closing

We will always be available to confer with District Staff regarding any matter and as directed by District
Staff we will confer with District officials, members of the public, or stakeholders.
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3. FEE SCHEDULE

It is difficult to estimate the hours that will be needed to complete the tasks outlined in Phases I and 11 of our
proposal, since we are not certain at this time which tasks and deliverables the District might require. Thus,
Fieldman, Rolapp & Associates proposes to bill the District on an hourly basis for all advisory services
pursuant to Phase 1 and Phase 1I. The fee schedule listed below details our proposed hourly fees broken out
by level of personnel performing the assigned tasks. We propose a “not-to-exceed” amount of $20,000
(exclusive of all actual expenses incurred). If in the District’s opinion specific tasks listed as potential services
in Phases I and II are not warranted, FRA will adjust the tasks, if selected as financial advisor, thus decreasing
the annual not-to-exceed amount. In addition, some of the services pertaining to Phases I and II may be
completed as part of the financing services outlined in Phase 111, thus decreasing the annual hourly not-to-
exceed amount.

Hourly Fees

Lffective January 1, 2005
Executive Officer $300 Per Hour
Principal $290 Per Hour
Principal/Senior Vice President/Director $275 Per Hour
Vice President $225 Per Hour
Assistant Vice President $195 Per Hour
Senior Associate $150 Per Hour
Associate $125 Per Hour
Analyst $85 Per Hour
Administrative Assistant $65 Per Hour
Clerical $35 Per Hour

Financial Advisory Services performed in connection with a transaction pursuant to Phase 111 of the scope of
work in our proposal will be billed for at the amounts set forth below and will be contingent on, and payable
at the closing of the debt issue(s).

N‘-'}w'”‘if”‘—‘d Sule ~ Competitive Sule
Transaction Stzce l"*'_" IFee
Sale Fees e s T
$1 to $25,000,000 $50,000 $55,000
$25,000,001 to $50,000,000 $60,000 $70,000
$50,000,001 and above to be nepotiated to be negotiated
Expenses

Expenses incurred as part of the transaction will be billed for separately and will cover, among other things,
travel, lodging, subsistence, overnight courier, Internet posting, computer, and fax transmission charges.
Advances made on behalf of the District for costs of preparing, printing or distributing disclosure materials
or related matter whether by postal services or electronic means, may also be billed through to the District
upon prior authorization. Additionally, a surcharge of 6% of the net fee amount is added to non-verifiable
out-of-pocket expenses.
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4. PROPOSED STAFFING AND PROJECT ORGANIZATION

All FRA personnel are available to the District as needed. FRA personnel responsible for the day-to-day
financial advisory services to District are listed below. All of the personnel are located in our offices in
Irvine, California. Their resumes follow.

ROBERT A. PORR

Engagement Manager

Allocates resources of firm, manages day-to-day activities of the project team, interfaces with
District Staff, Management, and Board.

DARRYL T. STREET
Project Manager
Assists the Engagement Manager in managing day-to-day activites of project team,

interfaces with District Staff. Oversees all technical, financial analyses and document
review.

JOSHUA J. LENTZ
Technical Consultant

Provides technical analysis, including the initial drafts of proposal analyses and memoranda
documenting financial options and decisions.

RUTH C. MATTHEWS
Technical Consultant

Provides technical analysis, including the initial drafts of proposal analyses and memoranda
documenting financial options and decisions.
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Mzt. Robert A. Potr, Senior Vice President, returned to the firm in May 2005 after pursuing a career in
investment banking. Since re-joining the firm, he has focused on serving the firm’s utility clients having
completed transactions with the Eastern Municipal Water District, Olivenhain Municipal Water District,
Rancho California Water District and City of Redlands Redevelopment Agency. He is working with Azusa
Light and Water and the cities of Corona, Newport Beach and Redlands. Mr. Porr has served as swap advisor
to Hemet Untied School District, Riverside County Transportation Commission and Western Municipal
Water District.

Prior to joining the firm, Mr. Porr was a Senior Vice President for a regional investment banking firm for
more than eight years. His experience as a banker includes working with numerous local agencies in
connection with the issuance of more than $1.2 billion in debt. Mr. Porr has assisted issuers with the structure
and sale of many forms of debt including general obligation, special tax, assessment, revenue and lease backed
debt. He structured nearly $100 million of complex tax-backed refunding debt for the County of Riverside
and developed a novel lease revenue bond structure for the Alaska Industrial Development and Export
Authority. Mr. Porr’s experience includes investment banking assignments for Anaheim Public Utilities, the
County of Los Angeles and the Cities of Murrieta, Norco, Palmdale and Redlands. During his previous
employment with Fieldman, Rolapp & Associates, Mr. Porr worked with Central Coast Water Authority,
Coachella Valley Water District, Eastern Municipal Water District, East Valley Water District, Elsinore Valley
Municipal Water District, Orange County Water Agency, Palmdale Water District and Santa Margarita Water
District.

Mr. Porr earned his undergraduate degree in Psychology from Pace University in New York, NY and his Juris
Doctorate from New York Law School in New York, NY.

Mr. Porr holds the CIPFA designation as a Certified Independent Public Finance Advisor from the National
Association of Investments Advisors and is admitted to practice law in the State of New York.

Mt. Darryl T. Street, CIPFA, Vice President, returned to Fieldman, Rolapp & Associates in September
2007 after working for an investment banking firm. Prior to joining the firm, Mr. Street served as a debt
management analyst for the City of Los Angeles. Mr. Street also served as an investment agreement provider
for Protective Life Insurance Company (GIC Division), headquartered in Los Angeles, CA. Since re-joining
the firm, Mr. Street is focusing on setving the firm’s city, redevelopment agency and special district clients.

Before leaving to work in the investment banking industry, Mr. Street had worked at Fieldman, Rolapp &
Associates for more than five years. During that time Mr. Street assisted clients with credit enhancement,
debt structure analytics and all aspects of the competitive sale process. He provided technical assistance on
various financing projects, as well as preparing quantitative analyses on bond structuring, cash flow utilization,
and refinancing opportunities. During his time at the firm, Mr. Street has completed several hundred
financing engagements of various types for a wide variety of clients. Those clients have included Western
Municipal Water District, the City of Big Bear Lake Improvement Agency, the State of California, The ]. Paul
Getty Trust, the counties of Los Angeles, Orange and Alameda, and the cities of Los Angeles, Arcadia,
Concord, Inglewood, Compton, Culver City, San Juan Capistrano and Rialto, amongst many others, in
achieving their debt capital goals.

Mr. Street holds an M.B.A. in finance and a B.B.A. in business management from Loyola Marymount
University in Los Angeles. In addition, Mr. Street holds the CIPFA designation as a Certified Independent
Public Finance Advisor from the National Association of Independent Public Finance Advisors, as well as
being a registered investment advisor representative (Series 65). In addition, Mr. Street has participated on
speaker panels for both CDIAC and the County of San Diego Treasurer-Tax Collector, most recentdy
regarding the investment of bond proceeds.
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Mr. Joshua J. Lentz, Assistant Vice President, joined the firm in August 2006. Prior to joining the firm,
Mr. Lentz was a Public Finance Paralegal for over eight years. Mr. Lentz has been involved in all aspects of
public finance issuances, including general obligation bonds, lease revenue obligations, special tax bonds,
assessment district bonds, tax allocation bonds, enterprise revenue obligations, multifamily housing revenue
bonds and 501(c)(3) revenue obligations. He has completed transactions with Eastern Municipal Water
District, East Valley Water District, the cities of Orange, San Clemente, San Marcos, Thousand Oaks, and
Vista, and the Roman Catholic Diocese of Orange.

Over the last 13 years, Mr. Lentz has been assisting a variety of clients with continuing disclosure reporting
for multiple school districts, special districts, cities and redevelopment agencies.

Mr. Lentz received his Bachelor of Arts in History with concentrations in Economics, Political Science,
Sociology and Urban Geography from the Atizona State University. Mr. Lentz is a registered Investment
Advisor Representative (Series 65), a licensed Real Estate Salesperson in the State of California and is a
Certified Independent Public Finance Advisor.

Ms. Ruth C. Matthews, Senior Associate, joined Fieldman, Rolapp & Associates in June 2009. Since
joining the firm, Ms. Matthews has focused her quantitative skills on complex financing models. She has
worked with Western Municipal Water District, Orange County Water District, Castaic Lake Water Agency,
Mojave Water Agency, Rancho California Water District and District Consolidated Water District. For many
of our water clients, she has created financing models that measure critical credit metrics. Ms Matthews has
prepared numerous credit presentations on behalf of our water clients. She also provides project support and
compiles general market information, providing insight into clients’ financing activities and analyzes operating
and capital budgets.

Prior to joining the firm, Ms. Matthews worked for a special tax consulting firm. While there, she was
involved with CFD formations, preparation of annual special tax levies, and the CFD administration.

Ms. Matthews received an Allaway Scholarship to attend the University of California, Berkeley for
undergraduate studies and has a Masters of Mathematics degree from the University of Sussex (England).
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5. REFERENCES

We focus on exceeding the expectations of each client. The values of our Firm push us to strive for
excellence and build long term relationships based on trust. From the listing of Water and Wastewater
transactions we have completed during the past three years, we have selected 3 references for the District to
contact to understand our working relationships. These references will confirm our professionalism and
commitment to high quality service. We urge you to contact them.

Rancho California Water District
42135 Winchester Road
Temecula, CA 92590

Jeff Atmstrong, Chief Financial Officer/Treasurer 951-296-6928

a, w 10

Recent Assignments Completed for RCWD: We have served as the District’s financial advisor since the
late 1970’s. During the last 3 years, we have developed comprehensive debt management policies, assisted
RCWD prepare and make its annual presentations to the credit rating agencies; assisted RCWD with the
termination of four interest rate swaps and the refunding of $300 million of floating rate debt into two
separate series, 2 fixed rate and a floating rate series, the latter one of which has two interest rate swaps
associated with it. More specifically, in 2007, we advised RCWD on the conversion and pricing of $60.2
million of adjustable rate water revenue bonds into fixed rate revenue bonds. Our efforts included analyzing
and balancing the use of the cash position of RCWD to determine the efficacy and practicality of leaving the
debt in a variable rate mode or converting the debt to fixed. Based upon our efforts and recommendation,
RCWD decided to convert the bonds into a fixed rate mode. In addition, we have also assisted RCWD in
replacing an expiring letter of credit for one of its variable rate bond issues. Further, in 2008, RCWD was
interested in placing a solar array project on vacant land adjacent to one of its treatment plants. The 1.12
megawatt solar project offered RCWD the opportunity to currently save money on its cost of energy, but also
provide a hedge against escalating energy costs. RCWD asked us to review and analyze three altemnatives to
finance the project. The alternatives were using a lease-purchase structure, a lease structure and a power
purchase agreement. Our analysis from a financial perspective clearly indicated that the power purchase
agreement would provide the greatest potential benefit to RCWD - approximately $3.4 million. We were also
able to envision the practical benefits of the power purchase agreement, and avoided unnecessary
entanglements, obsolescence and insurance risks. In addition, as part of another assignment last year, we
developed a sophisticated model to analyze the costs and benefits of various financing alternatives and timing
considerations for the expansion of the Santa Rosa Wastewater Treatment Plant. In addition to the issuance
of water revenue bonds in 2007 and 2008 with which we assisted RCWD, we have recently worked on a
revenue bond offering with a par amount of $130 million that will fund water and wastewater projects and are
currently advising the District on several other projects, including the analyses of two new potential solar
power projects.
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Western Municipal Water District
450 E. Alessandro Blvd.

WESTERN Ll L™ Riverside, CA 92517
%g_ll%%lPAL ;
DISTRICT
John Rossi, General Manager 951-789-5042
irossi@wmwd.com
Rod LeMond, Assistant General Manager/CFO 951-789-5003

femond@wmwd.com

Recent Assignments Completed for WMWD: We have served as Western MWD’s financial advisor since
the eatly 2000’s. During the last 3 years, we have assisted Western MWD with the development and drafting
of swap policies and a comprehensive cost/benefit analysis of various financing alternatives for a solar panel
project. Further, we have assisted Western by negotiating the termination of one interest rate swap that
hedged a portion of a series of outstanding bonds and the execution of a new replacement swap that hedged
the $45.7 million balance of remaining bonds. As part of that process, in 2008, we assisted WMWD with an
interim financing to refund their outstanding auction rate securities. In 2009, we advised Western on a $48
million variable rate refunding water revenue bonds and a $54.3 million of fixed rate new money water
revenue bonds. We managed the bidding process for liquidity to secure the $48 million variable rate bonds in
a severely limited liquidity market and were able to negotiate favorable terms and pricing from the highest
rated bank in the United States. Further, in 2009, we assisted Western with the procurement and successful
private placement for a new headquarters facility. Also, in 2009, in connection with our role as the District’s
swap advisor, we prepared a comprehensive swap valuation report reflecting the requirements of the newly
adopted GASB 53. In 2010, FRA advised Western on the issuance of $51.2 million revenue bonds to finance
various water and wastewater projects in furtherance of their capital improvement plan. The bonds were
structured into two series; tax-exempt and federally-taxable Build America Bonds. The firm advised Western
on all aspects of the transaction; including leading discussions with the rating agencies, making several
presentations to their Board on various aspects of the financing, as well as negotiating with the underwriter to
obtain the best possible pricing for the bonds.

sAsTare Castaic Lake Water Agency
AL 27234 Bouquet Canyon Rd.
Saugus, CA 91350

Valerie Pryor, Administrative Services Manager 661-513-1257

Recent Assignments Completed for CLWA: In 2008 we assisted CLWA with the refunding of its then
outstanding auction rate securities and the issuance of approximately $40 million of variable rate refunding
water revenue certificates of participation secured by a letter of credit provided by Wells Fargo. Last year we
reviewed and helped with the preparation of CLWA’s budget and developed resetve policies. Eatlier this vear,
we assisted CLWA with the structuring and pricing of $14.5 million of revenue certificates of participation for
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its retail division. We recently completed on a $70 million refunding issue of the Agency’s 2001 revenue
certificates of participation. In addition, we provide the Agency with quarterly analysis of its swap
performance and prepare and provide the Agency with annual swap valuaton reports. We have also
reviewed and enhanced the Agency’s investment policies and assisted the Agency with the purchase of new
reserve fund investments for its 2006A and 2006C certificates of participation. Further, we have developed a
comprehensive model that analyzes the cost and benefit of fixed rate debt vs. floating rate debt vs.
maintaining the Agency’s then-current debt profile.
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