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1 Policy

The purpose of this document is to convey the Investment Policy of the San Juan Water
District (“District”). This policy will be updated annually in order to maintain currency
with legal and District requirements. It is the District's policy to invest all funds in such a
way as to achieve the highest investment return possible consistent with maximum
security of District funds while meeting the daily cash flow demands of the District. All
investments must conform to pertinent state and local statutes governing the investment
of public funds.

In 2006, the District submitted this Investment Policy for the first time to the Association
of Public Treasurer’s of the United States and Canada ("APT-US&C") Investment Policy
Certification Committee. This certification program is comprised of a committee that
reviews submitted investment policies to ensure that all components of a model
investment policy are met. The District was awarded the APT-US&C Investment Policy
Certificate of Excellence Award in August 2007. The most significant benefit to receipt
of this award is the trust and confidence of the Board of Directors and customers that
the District is abiding by professional standards which have been established to ensure
prudent management of public funds. In addition, certifications and awards such as
these can enhance the District's underlying credit rating (an important consideration
factor when issuing debt). It is recommended that the District have the Investment
Policy certified every three years.

2 Scope

The District currently has one fund type, an enterprise fund, in which all transactions are
accounted and reported in. Activities include: Non-Operating, Wholesale Operations,
Retail Operations and Capital Improvements. This investment policy applies to all fund
and activity types. In addition, this policy will apply to any new fund created, unless that
fund is specifically exempted.

21 Exceptions

Two exceptions exist regarding the investment of bond reserve funds and grant

funds. Acceptable investments for bond reserve funds are specified in the bond
documents, and may not be the same as those listed later in this document (e.9.
Guaranteed Investment Contract).

Bond funds will be invested in accordance with the statutory provisions governing
the issuance of the bonds or the bond documents, as applicable.

Grant funds will be invested according to the statutory provisions applicable to the
investment of the grant funds or the grant itself, as applicable.
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3

2.2 Pooling of Funds

With the exception of cash in restricted and special funds, the District will
consolidate cash balances from all funds to the extent practicable in order to
maximize investment earnings.

Prudence

Investments will be made using judgment and care, which prevailing circumstances
allow, by persons exercising the same prudence, discretion and intelligence with which
they would manage their own investment affairs, giving specific consideration to the
probable safety of capital and income expected to be derived.

3.1 Standard of Prudence

The standard of prudence will be the “prudent person”/"prudent investor” standard.
The District's Investment Officer and other individuals assigned to managing the
investment portfolio acting in accordance with written procedures and the
investment policy and exercising due diligence will be relieved of personal
responsibility for an individual security’s credit risk or market price changes,
provided that such deviations from expectations are reported in a timely manner
and appropriate action is taken to control adverse developments.

4  Objectives
The primary objectives, listed in order of priority, of the District's investment activities
are:
41 Safety
Safety of principal is the foremost objective of the District’s investment program.
Investments will be executed in a manner that seeks to ensure preservation of
capital in the overall portfolio, whether from institutional default, broker/dealer
default or erosion of market value of securities. In attaining this objective, the
District will strive to mitigate credit risk and interest rate risk.
4.1.1 Credit Risk
The District will minimize credit risk, the risk of loss due to the failure of the security
issuer/backer, by:
. Limiting investments to the safest types of securities;
. Pre-qualifying the financial institutions, broker/dealers, intermediaries and
advisors with which the District will do business; and
. Diversifying the investment portfolio by a variety of securities offering
independent returns and financial institutions.
4.1.2 Interest Rate Risk
The District will minimize the risk that the market value of securities in the portfolio
will fall due to changes in general interest rates, by:
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*  Structuring the investment portfolio so that securities meet the cash flow
requirements, thereby avoiding, to the extent possible, the need to sell
securities on the open market prior to maturity; and

. Investing operating funds in shorter-term securities.

4.2 Liquidity

The District’s investment portfolio will remain sufficiently liquid to meet all cash flow
requirements that may be reasonably anticipated. This is accomplished by
structuring the portfolio so that securities mature concurrent with cash flow
requirements (static liquidity). Since all possible cash flow requirements cannot be
anticipated, the portfolio should consist largely of securities with active secondary
or resale markets (dynamic liquidity). As mentioned earlier, a portion of the

portfolio should also be invested in short-term securities, which offer same-day
liquidity.

4.3 Return on Investment

The District’s investment portfolio will be designed to attain an acceptable rate of
return, taking into account the investment risk constraints and cash flow
requirements.

5 Standards of Care

5.1  Delegation of Authority

Authority to manage the District’s investment program is derived from the District's
Code of Ordinances 06-002, Ordinance No. 3000.05. Under that ordinance,
management responsibility for the investment program is delegated to the General
Manager. The Finance and Administrative Services Manager is hereby designated
as the “Investment Officer” in charge of operational management. The Investment
Officer will be responsible for all investment transactions and will establish a
system of controls to regulate the activities of subordinate employees.

5.2 Investment Procedures

The Investment Officer will establish written investment procedures for the
operation of the investment program consistent with this policy. The procedures
should include reference to: safekeeping, wire transfer agreements, banking
service contracts and collateral/depository agreements. No person may engage in

an investment transaction except as provided under the terms of this policy and the
established procedures.

5.3 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. - Investment officials and employees will disclose to the
General Manager any material financial interests in financial institutions that
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conduct business within their jurisdiction, and they will further disclose any large
personal financiallinvestment positions that could be related to the performance of
the District.

6 Safekeeping and Custody

6.1 - Authorized Financial Dealers and Institutions

The District will conduct investment transactions with authorized financial dealers
and institutions. All financial institutions and broker/dealers who desire to become
qualified bidders for investment transactions must supply the Investment Officer
with the following: proof of National Association of Security Dealers certification,
completed broker/dealer questionnaire, certification of having read the District’s
investment policy and depository contracts.

An annual review of the registrations of qualified bidders will be conducted by the
Investment Officer. A current broker dealer questionnaire is required to be on file
for each financial institution and broker/dealer in which the District invests. The
Investment Officer will maintain a list of authorized financial dealers and
institutions.

As an additional source for investing, the District may utilize services designed for
government agencies seeking competitive investment rates (e.g. GFOA Yield
Advantage).

6.2 Internal Control

The Investment Officer will facilitate an annual process of independent review by
the District's external audit firm as part of the annual audit. This review will provide
internal control by assuring compliance with policies and procedures.

6.3 Delivery vs. Payment

Ali investment transactions, including collateral for repurchase agreements,
entered into by the District shall be conducted on a delivery-versus payment (DVP)
basis. Investments will be held in safekeeping by a third party custodian and
evidenced by safekeeping receipts. The custodian will be competitively selected
by the Investment Officer and will act under the terms of a custody agreement.

7  Authorized and Suitable Investments

7.1 Investment Types

Investment of District funds is governed by the California Government Code
Sections 53600, ef seq. Within the context of these limitations, the following
investments are authorized:
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o United States Treasury notes, bonds, bills, or certificates of indebtedness,
or those for which the faith and credit of the United States are pledged for
the payment of principal and interest.

» Federal agency or United States government-sponsored enterprise
obligations, participations, or other instruments, including those issued by or
fully guaranteed as to principal and interest by federal agencies or United
States government-sponsored enterprises.

» Bankers’ acceptances, otherwise known as bills of exchange or time drafts
that are drawn on and accepted by a commercial bank. Additional
limitations apply:

- The maximum maturity may not exceed 180 days;

- No more than 40 percent of the District's portfolio may be invested in
bankers’ acceptances; and

- No more than 30 percent of the District's portfolio may be invested in the
bankers’ acceptances of any one commercial bank pursuant to this
section.

» Commercial paper of "prime" quality as rated by a nationally recognized
statistical-rating organization (‘NRSRO") and either:
- isaU.S. corporation with total assets>$500 million with other debt rated
“A” or better by a NRSRO or
- isaU.S. entity organized as a special purpose corporation, trust or
limited liability company with program-wide credit enhancements and its
commercial paper is rated A-1 or higher by a NRSRO.
- Additional limitations apply:
- The maximum maturity will be 270 days or less;
No more than 25 percent of the District’s funds will be invested in
eligible commercial paper; and
The District may purchase no more than 10 percent of the
outstanding commercial paper of any single corporate issue.

» Negotiable certificates of deposit issued by a nationally or state-chartered
bank, a savings association or a federal association (as defined by Section
9102 of the Financial Code), a state or federal credit union, or by a state-
licensed branch of a foreign bank. Purchases of negotiable certificates of
deposit may not exceed 30 percent of the District's portfolio, which may be
invested pursuant to this section.

* Local Agency Investment Fund (LAIF) - a State of California managed
investment pool may be used up to the maximum permitted by California
State Law.
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e Time Deposits - Time deposits, non-negotiable and collateralized in
accordance with the California Government Code, may be purchased
through banks or savings and loan associations. Since time deposits are
not liquid, no more than 10% of the investment portfolio may be invested in
this investment type. A maturity limitation of two years is applicable.

e Medium-term notes, defined as all corporate and depository institution debt
securities with a maximum remaining maturity of five years or less, issued
by corporations organized and operating within the United States or by
depository institutions licensed by the United States or any state and
operating within the United States. Notes eligible for investment under this
subdivision shall be rated "A" or better by a nationally recognized rating
service. Purchases of medium-term notes shall not include other
instruments authorized by this section and may not exceed 30 percent of
the agency's money that may be invested pursuant to this section.

e Money Market Mutual Funds - Mutual funds invested in U.S. Government
securities are permitted under this policy and under the California
Government Code Section 53601. In order to be eligible for investment
under this section, an investment objective of such a fund must be the
maintenance of a price per share of $1.00. The following criteria must also
be met:

- The fund shall have a minimum of $500 million in total portfolio value.

- The fund shall be registered with the Securities and Exchange
Commission, and shall have achieved a rating of Aaa by Moody's and
AAA by S&P.

- The fund shall have retained an advisor which is registered with the
SEC, or which is exempt from such registration.

- Investment in such funds shall not exceed 15% of the District’s total
portfolio.

- No more than 10% of the District’s total portfolio may be invested in any
one mutual fund.

e Moneys held by a trustee or fiscal agent and pledged to the payment or
security of bonds or other indebtedness, or obligations under a lease,
installment sale, or other agreement of a local agency, or certificates of
participation in those bonds, indebtedness, or lease installment sale, or
other agreements, may be invested in accordance with the statutory
provisions governing the issuance of those bonds, indebtedness, or lease
instaliment sale, or other agreement, or to the extent not inconsistent
therewith or if there are no specific statutory provisions, in accordance with
the ordinance, resolution, indenture, or agreement of the local agency
providing for the issuance.

SJWD Inv Pol 12-2008 Appendix D
December 9, 2008



* Any mortgage pass-through security, collateralized mortgage obligation,
mortgage-backed or other pay-through bond, equipment lease-backed
certificate, consumer receivable pass-through certificate, or consumer
receivable-backed bond of a maximum of five years' maturity. Securities
eligible for investment under this subdivision shall be issued by an issuer
having an "A" or higher rating for the issuer's debt as provided by a
nationally recognized rating service and rated in a rating category of "AA" or
its equivalent or better by a nationally recognized rating service. Purchase
of securities authorized by this subdivision may not exceed 20 percent of
the District's surplus money that may be invested pursuant to this section.

7.2  Ineligible Investments

Ineligible investments are those that are not described herein, including but not
limited to, common stocks, reverse repurchase agreements, inverse floaters, range
notes, mortgage derived interest only strips, derivatives securities, or any security
that could result in zero interest accrual.

8 Investment Parameters
8.1 Diversification
The District will diversify its investments by security type and institution. With the
exception of U. S. Treasury securities, U. S. Agency Obligations and authorized
pools (e.g. LAIF), no more than 50% of the District’s total investment portfolio will
be invested in a single security type or with a single financial institution. The
diversification of the portfolio will be dependent upon current and future cash flow
requirements. The following table represents potential percentages by security
type for the District’s portfolio:
Investment Type Percentage or Amount
U.S. Treasury Bonds/Notes/Bills 0to 100%
U.S. Government Agency Obligations 0to 100%
Bankers’ Acceptances 010 20%
Commercial Paper 0 to 25%
Negotiable Certificates of Deposit 0 to 30%
Local Agency Investment Fund $40,000,000
Time Certificates of Deposit 010 10%
Medium Term Corporate Notes 010 30%
Mutual Funds/Money Market Funds 0to 15%
Mortgage/Pass-Through Security 0to 20%
8.2 Maximum Maturities
To the extent possible, the District will strive to match its investments with
anticipated cash flow requirements. Unless matched to a specific cash flow, the
SJWD Inv Pol 12-2008 Appendix D
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District will not directly invest in securities maturing more than 5 years from the
date of purchase.

Investment Type Maturity
U.S. Treasury Bonds/Notes/Bills 5 Years
U.S. Government Agency Obligations 5 Years
Bankers’ Acceptances 180 Days
Commercial Paper 270 Days
Negotiable Certificates of Deposit 5 Years
Local Agency Investment Fund Upon Demand
Time Certificates of Deposit 5 Years
Medium Term Corporate Notes 5 Years
Mutual Funds/Money Market Funds Upon Demand
Mortgage/Pass-Through Security 5 Years

8.3 Investment Earnings

Investment earnings that are collected from investments authorized in this policy
will be allocated monthly to the various program areas based upon their respective
participation and in accordance with generally accepted accounting principles.

9 Policy Considerations
9.1 Legislative Changes
Further restrictions on allowable maturities, investment type or percentage
allocations imposed by any State of California legislative action, will be
incorporated into the District’s Investment Policy and supersede any and all
previous applicable language.
9.2 Investment Policy Adoption
The District’s Investment Policy will be adopted by resolution of the District's Board
of Directors. The policy will be reviewed and updated annually for approval by the
Board.

10 Reporting
10.1 Methods
The Investment Officer will provide quarterly investment reports to the Board.
Such reports will provide a status of the current portfolio, along with economic
conditions, potential future changes and investment strategies. The reports will
include:
e Alisting of the securities held at the end of the quarter by category;
e  Average life and maturity of all investments;
e  Coupon, discount or earnings rate;
° Par Value, Amortized Book Value and Market Value; and
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»  Percentage of the portfolio by category.

10.2 Performance Standards

The investment portfolio will be developed with the objective of attaining a rate of
return commensurate with the District's investment risk constraints, cash flow
requirements and the economic environment. The District's investment strategy is
generally to buy and hold investments, with consideration of future cash flow
requirements. Though, this may not always be the case under changing District or
market conditions. Given this strategy, the benchmark utilized by the Investment
Officer to determine whether market yields are being achieved shall be the one-
year constant maturity treasury.

10.3 Marking to Market

The market value of the portfolio will be calculated at east quarterly, with a
statement of market value issued. This will ensure that review of the investment
portfolio, in terms of value and price volatility, has been performed consistent with
the GFOA Recommended Practice on “Mark-To-Market Practices for State and
Local Government Investment Portfolios and Investment Pools.”
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Glossary of Cash Management Terms

Accrued Interest: Interest earned but not yet received.
Agencies: Federal agency securities and/or Government-sponsored enterprises.

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: The price at which securities are offered.
Banker’s Acceptance (BA): A draft or bill or exchange accepted by a bank or trust

company. The accepting institution guarantees payment of the bill, as well as the
issuer.

Basis Point: One basis point is one hundredth of one percent (.01).
Bid: The price offered by a buyer of 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 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: A person who brings buyers and sellers together for a commission.

Certificate of Deposit (CD): A time deposit with a specific maturity evidenced by a
certificate. Large-denomination CD’s are typically negotiable.

Collateral: Securities, evidence of deposit or other property, which a borrower pledges
to secure repayment of a loan. Also refers to securities pledged by a bank to secure
deposit of public monies.

Commercial Paper: Short-term, negotiable unsecured promissory notes of
corporations.

SJWD Inv Pol 12-2008 Apprendix D
December 9, 2008



Glossary (continued)

Comprehensive Annual Financial Report (CAFR): The official annual financial report
for the San Juan Water 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). It also includes
supporting schedules necessary to demonstrate compliance with finance-related

legal and contractual provisions, extensive introductory material, and a detailed
Statistical Section.

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 Issues: Issues that have sufficient money to retire outstanding debt
when due so that the agency 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.

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.

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

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.

Federal Deposit Insurance Corporation (FDIC): Insurance provided to customers of

a subscribing bank, which guarantees deposits to a set limit (currently $100,000) per
account.

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.

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 Finance Officers’ Association (GFOA). GFOA is the professional
association of state/provincial and local finance officers in the United States and
Canada, and has served the public finance profession since 1906.

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: Funds not immediately needed for disbursement.

Interest Rate: The annual yield earned on an investment, expressed as a percentage.

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.

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

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.
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Glossary (continued)

Market Value: 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.

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 security’s (portfolio’s) yield.

Mutual Funds: An investment company that pools money and can invest in a variety of
securities, including fixed-income securities and money market instruments.

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

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

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.

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.

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.

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

Prudent Investor Standard: A person empowered to invest for the District is a
fiduciary. He or she will act as a trustee with the care, skill, prudence, and diligence
under the circumstances then prevailing, including, but not limited 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 agency.
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Glossary (continued)

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 issuer'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: 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 (REPO): A transaction where the seller agrees to buy back

from the buyer (District) the securities at an agreed upon price on demand or at a
specified date.

Risk: Degree of uncertainty of return on an asset.
Rule G-37 of the Securities Rulemaking Board: Federal regulations to sever any
connection between the making of political contributions and the awarding of

municipal securities business.

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. A market made for the purchase and sale of outstanding issues
following the initial distribution.

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

Settlement Date: The date on which a frade is cleared by delivery of securities against
funds.
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Glossary (continued)

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

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

Treasury Bills: U.S. Treasury 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 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 US Government Agencies
most of which are secured only by the credit worthiness of the particular agency.

U.S. Treasury Obligations: Debt obligations of the United States Government sold by
the Treasury Department in the forms of Bills, Notes, and Bonds. Bills are short-term
obligations that mature in 1 year or less and are sold on the basis of a rate of
discount. Notes are obligations, which mature between 1 year and 10 years. Bonds
are long-term obligations, which generally mature in 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 return 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.
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SAN JUAN WATER DISTRICT
CODE OF ORDINANCES

CODE TYPE . District Financial Matters

CODE SECTION : District Banking and Other Financial Matters
CODE NUMBER : 3000

DATE ADOPTED : July 28, 2006
DATES AMENDED :

3000.00 District Banking and Other Financial Matters

3000.01 Designation of Depository

The District has adopted the alternative depository of District money in accordance with
Government Code Sections 61737.01-61737.09. The Board of Directors by resolution
shall designate a depository or depositories to have custody of District funds, which
depositories shall give the District sufficient bond to secure the District against possible
loss as required by law. Only such Person or Persons authorized by the Board may sign
checks to withdraw funds from any of such depositories.

The General Manager, Assistant General Manager, Secretary, Finance and Administrative
Manager, Customer Service Manager and all other employees or assistants of the District
who may be required to do so by the Board of Directors, shall give such fidelity or
performance bonds to the District as the Board may from time to time require. The
premium for such bonds shall be paid by the District.

3000.02 Deposit of Cash Receipts

All funds received by the District from any source whatsoever shall be promptly deposited
in one of the time or demand bank accounts established by resolution of the Board of
Directors. It shall be the responsibility of the General Manager of the District and Staff who
have been or may be appointed by the Board, to assure such prompt deposit of funds.

3000.03 Types of Accounts and Investment Accounts

The following types of bank accounts and investment accounts shall be established and
maintained for District funds as directed or approved by the Board of Directors.



3000.03.1

3000.03.2

3000.03.3

Demand-Deposit Accounts

All funds, when first received, shall be deposited in one of the
demand deposit accounts established under Section 3000.02.
However, the General Manager, or the designated agent, shall
cause those funds for which an early demand is not foreseen

to be transferred to a time-deposit account or to an investment
account to produce an interest return as soon as practicable.

Time-deposit Accounts

Funds for which an early demand is not foreseen shall be
transferred from a demand-deposit account to a time-deposit
account or invested in an investment authorized under
3000.03.3 of this Section.

Investments

As an alternative to placing funds in a time-deposit account,
funds may be invested in the form of securities authorized by
the laws of the State of California. Such investments shall be
held in safe keeping by the bank through which the District
arranged for the investment.

3000.04 Classes of Bank Accounts

The following classes of accounts shall be established and maintained for the District.

3000.04.1

3000.04.2

General Accounts

All District funds shall be placed in one or more of the types of
accounts or investments listed under Section 3000.03. Such
funds shall be designated “San Juan Water District, General
Fund Account” except for funds that are to be placed in special
accounts as may be directed by the Board of Directors or as
otherwise authorized in the Section 3000.04. Such special

accounts may be any one of the types listed in Section
3000.03.

Payroll Account

One special demand-deposit account, designated “San Juan
Water District, Payroll Account,” shall be maintained at one
bank for the sole purpose of paying wages and salaries to
District employees. No funds shall be deposited in this
account except funds withdrawn by check from a General
Fund Account.




3000.04.3  Trust Account
Funds held in trust by the District for other Persons may be
deposited in special Trust Accounts, which shall be established
by resolution of the Board of Directors. Such accounts will
include, but not be limited to, special accounts for Employee
Funds, Improvement Act of 1911 bond collections, and similar
funds.

3000.05 Transfer of Funds from One Account to Another

The General Manager of the District, or his designated agent, is authorized and is
delegated the responsibility of directing banking institutions to transfer funds from one
type of account to another type in a financial institution that has been approved by the
Board of Directors. For the purpose of such transfers, the types of accounts designated
“Demand Deposits,” “Time-deposits,” and “Investment Accounts” shall be inter-
changeable at the direction of the General Manager, or the designated agent, with
after-the-fact approval of the Board. The transfer of funds from one “class” of account,
as differentiated from “type” of account, however, is not authorized without prior
approval of the Board.

3000.06 Withdrawal of Funds

3000.06.1  Funds may be withdrawn from any class of demand deposit
only by issuance of a check or duly authorized electronic funds
transfer.

3000.06.2  No check shall be issued until it shall have been signed by at
least two Persons who have been authorized by the Board to
sign such checks. In certain conditions, checks may be signed
with a facsimile signature, the use of which has been
authorized by the Board of Directors. The emergency
checking account shall require only one signature.

3000.07 Directions Pertaining fo Demand Deposits

Each demand-deposit account shall be established only by resolution, which shall contain
directions therein as to the Persons who may sign checks on the account.

3000.08 Fiscal Year

The fiscal year of the District shall be the period beginning July 1 of each calendar year
through June 30 of the next calendar year.



3000.09 Closing of Books of Account

Within 45 days after the last day of each fiscal year, the Finance and Administrative
Manager shall cause all final entries for such fiscal year to be made in the District books of
account, prepare them for examination by the external auditor, and notify the auditor that
the books of account are ready for audit.

3000.10 Appointment of an Auditor for Annual Audit of Books of Account

The auditor for the District shall be appointed by the Board of Directors and shall serve
thereafter until such time as the auditor may resign, the appointment may be revoked by
the Board, or a successor has been appointed by the Board.

Within 90 days after the books of account have been prepared for the auditor’s use, as
provided in Section 3000.09, the auditor shall perform and submit the annual audit of said
books of account to the District.

3000.11 Allocated Fund Policy

The District's net worth is invested in its physical assets and its ability to provide reliable
water service to the public. These assets must be properly maintained and replaced over
time to maintain the level and quality of service provided to the public. The District will
consider future needs for all capital facilities, equipment and operations, and set aside
appropriate funds to meet these needs. Additional reserve funds may be included as
future circumstances warrant. All reserves should be retained for their original intended
purpose. In this manner, funds will be available for future capital and equipment
requirements in addition to provide funds to continue operations.

3000.11.1 Wholesale

Operating Fund

The operating reserve fund should provide sufficient funds for
temporary operations of the District in the events of unforeseen
events or irregular working capital needs.

The District will maintain in its Wholesale Operation Reserve
Fund an amount equal to at least twenty percent of the annual
operating expenditures.

Rate-Stabilization Fund

The rate-stabilization reserve fund should provide sufficient
funds to ensure financial and rate stability for wholesale
Customers in the event of fluctuating changes in wholesale
water deliveries and reduced water supplies.




Capital-Improvement Fund

The capital-improvement reserve fund consists of a number of
different reserve funds for different purposes. The different
reserve funds are described as follows:

1. Hinkle Reservoir Lining Replacement Fund — a fund
established to accumulate funds for the planned replacement
of the lining and cover of Hinkle Reservoir. The replacement
fund is funded annually in the amount of $50,000.00 plus
accrued interest earned on the existing fund balance. The life
expectancy of the cover and lining (installed in July 1981) is 30
years.

2. Capital-improvement Fund — a fund established to
accumulate sufficient funds for use due to unexpected
emergency expenditures for repair, replacement or
rehabilitation of the water treatment plant facilities.

A fund established to fund capital projects to replace or
rehabilitate and upgrade pumping stations, buildings, treatment
plant facilities, equipment, water pipeline systems and other
water-related system components.

3. Vehicle and Equipment Fund — a fund established to
accumulate sufficient funds to replace vehicles and equipment
on an annual basis, and larger equipment on an as-need
basis.

The primary sources of revenue for the reserves are property
taxes, interests, and revenues in excess of expenditures from
wholesale Customers.

Restricted COP Debt Fund

A fund established to accumulate funds held in reserve by
Union Bank of California for the final principal and interest
payment on the 1993 Revenue Certificates of Participation.
The final payment of principal and interest is due February
2014. The funds accumulated and held in reserve by Bank of
America is for the semi-annual payments of principal and
interest due in February and August, and debt service
coverage paid by participating agencies.

Restricted-Employee Fund

A fund established to accumulate employee'’s pre-taxed
monies will be held in trust by the District. A second party pays
claims submitted by enrolied employees.




3000.11.2

A fund established to accumulate funds for accrued employees
vacation and sick leave time.

Retail

Operating Fund

The operating reserve fund should provide sufficient funds for
temporary operations of the District in the event of unforeseen
events or irregular working capital needs.

The District will maintain in its Retail Operation Reserve Fund
an amount equal to at least twenty percent of the annual
operating expenditures.

Capital-Improvement Fund

The capital-improvement reserve fund consists of a number of
different reserve funds for different purposes. The different
reserve funds are described as follows:

1. Kokila Reservoir Lining Replacement Fund — a fund
established to accumulate funds for eventual replacement of
the lining and cover of Kokila Reservoir. The replacement fund
is funded annually in the amount of $10,000.00 plus accrued
interest earned on the existing fund balance. The life
expectancy of the cover and lining (installed in July 1984) is 30
years

2. Capital-Improvement Fund — a fund established to
accumulate sufficient funds for use due to unforeseen and
unexpected emergency expenditures for repair, replacement or
rehabilitation of the District's water pipeline systems and
pumping stations.

3. Capital _Facilites Fees Fund — a separate fund
established to accumulate Capital Facilities Fees collected to
fund capital projects to replace, rehabilitate and upgrade
District pumping stations, buildings, water pipeline systems
and other water related systems components in the retail
service area resulting from additional water services.

4. Vehicle and Equipment Fund - a fund established to
accumulate sufficient funds to replace vehicles and equipment
on an annual basis and larger equipment on an as need basis.

The primary sources of revenue for the allocated funds are
property taxes, interest, capital facilities fees and revenues in
excess of expenditures from retail Customers.
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Restricted COP Debt Reserve

A fund established to accumulate funds held in reserve for the
semi-annual payment of principal and interest on the 1993
Revenue Certificates of Participation. Annual debt service
payments of principal and interest are made in February and
August.

Restricted E.D.A. Loan Debt Reserve

A fund established to accumulate funds held in reserve for the
annual payment of principal and interest on the E.D.A. Loan.
Annual debt service payment is made in June.

Restricted-Employee Fund

A fund established to accumulate employee's pre-taxed
monies held in trust by the District. A second party pays
payments to enrolled employees.

A fund established to accumulate funds for accrued
employees’ vacation and sick leave time.
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SAN JUAN WATER DISTRICT

RULES FOR PROCEEDINGS OF THE
BOARD OF DIRECTORS

INTRODUCTION

These are the rules for proceedings of meetings of the Board of Directors of San
Juan Water District. The purposes of these rules are to facilitate public participation
during meetings of the Board, protect the rights of all Directors and to provide a process
for conducting Board meetings in an orderly and efficient manner. The provisions of the
Community Services District Law (see Government Code sections 61000, et seq.),
Brown Act (Government Code section 54950, et seq.) and any other law will control
over any inconsistent provision contained in these rules.

RULE 1_- SELECTION OF OFFICERS

The President and Vice-President of the Board will be elected by the members of
the Board for a one-year term. The election will be held at the first regular meeting in
December of each year. The remaining provisions of this paragraph will be considered
discretionary guidelines for the Board to follow in selecting its President and Vice-
President, and will not be binding on the Board. The Board will normally follow a
rotation for the election of President and Vice-President under which the Vice-President
will normally be elected President at the conclusion of the President’s one-year term. If
the membership on the Board of the President is terminated before the expiration of his
or her one-year term of office, the Vice-President will automatically become the
President for the balance of that term, and will be eligible for election as President for
another full one-year term.

The Board will by majority vote appoint a Secretary and Treasurer, who will serve at the
pleasure of the Board. (See Government Code section 61240.)

RULE 2 - DUTIES OF PRESIDENT OF BOARD

The President of the Board of Directors will be its presiding officer. (See
Government Code section 61221.) The President's duties will include, but not be limited
to, the following: acting as the liaison between the General Manager and the Board,
calling special meetings of the Board, presiding over meetings of the Board,
establishing and appointing committees of the Board, and appointing representatives of
the District to associations of which the District is a member. The Board will appoint
representatives of the District to joint powers authorities of which the District is a

member. In the President's absence, the Vice-President of the Board will perform such
duties.
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RULE 3 - TIME AND PLACE FOR REGULAR MEETINGS

The regular monthly meeting of the Board of Directors will be held at the District
office on the second Wednesday of each month, with additional meetings the fourth
Wednesday of May and June, commencing at 7:00 p.m. The location, day and time for
holding regular meetings may be changed by the Board of Directors from time to time
by resolution. If a regular meeting falls on a holiday (as listed in Government Code
section 6700), the meeting will be held on the day designated by the Board. (See
Government Code section 54954(a).)

RULE 4 - QUORUM REQUIREMENTS

Three members of the Board will constitute a quorum for the transaction of
business. (See Government Code section 61224.)

RULE 5 - MAJORITY VOTE

Three members of the Board will be required to approve any ordinance,
resolution or motion, unless a different voting requirement to approve a particular action
is specified under State law. (See Government Code section 61225.)

RULE 6 - WHAT CONSTITUTES AN AFFIRMATIVE VOTE

Unless a Director is not voting because of a conflict of interest, a Director who is
present will be deemed to have voted in the affirmative on a matter unless the Director
votes against the measure by casting a "no" vote. An "abstain" vote will constitute an
"aye" vote. (See Dry Creek Valley Association, Inc. v. Board of Supervisors (1977) 67
Cal.App.3d 839.) When calling for the vote on a motion, the President of the Board will
normally ask if there is any opposition, since the remaining Directors present will be
deemed to have voted in the affirmative unless they are not voting due to a conflict of
interest.

RULE 7 - CONFLICTS OF INTEREST

A member of the Board may not make, participate in making or in anyway
attempt to use his or her official position to influence a decision of the Board of Directors
in which he or she knows or has reason to know that he or she has a financial interest.
(Government Code section 87100.) Generally, a Director has a financial interest in a
matter if it is reasonably foreseeable that the Board decision would have a material
financial effect (as defined by the Fair Political Practices Commission's [‘FPPC”]
regulations) that is distinguishable from the effect on the public generally, involving
dollar amounts set by FPPC regulations from time to time, on: (a) a business entity in
which the Director has a direct or indirect investment in the amount specified in FPPC
regulations; (b) real property in which the Director has a direct or indirect investment
interest, with a worth in the amount specified in FPPC regulations; (c) a source of
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income of the Director, in the amount specified in FPPC regulations, within twelve
months before the Board decision; (d) a source of gifts to the Director, in the amount
specified in FPPC regulations, within twelve months before the Board decision; or (e) a
business entity in which the Director holds a position as a director, trustee, officer,
partner, manager or employee. An “indirect interest” means any investment or interest
owned by the spouse or dependent child of the Director, by an agent on behalf of the
Director, or by a business entity or trust in which the Director, or the Director's spouse,
dependent child or agent owns directly, indirectly or beneficially a ten percent interest or
greater. (Government Code section 87103.)

If a member of the Board believes he or she may be disqualified from
participation in the discussion, deliberations or vote on a particular matter due to a
conflict of interest, the following procedure will be used: (a) if the Director becomes
aware of the potential conflict of interest before the Board meeting at which the matter
will be discussed or acted on, the Director will notify the General Counsel of the
potential conflict of interest, so that a determination can be made whether it is a
disqualifying conflict of interest; (b) if it is not possible for the Director to discuss the
potential conflict with the General Counsel before the meeting, or if the Director does
not become aware of the potential conflict until during the meeting, the Director will
immediately disclose the potential conflict during the Board meeting, so that there can
be a determination whether it is a disqualifying conflict of interest; and (c) upon a
determination that there is a disqualifying conflict of interest, the Director will not
participate in the discussion, deliberation or vote on the matter for which a conflict of
interest exists. In such a case, the Board minutes will state: "Due to a potential conflict
of interest, Director did not participate in the discussion, deliberation or
vote on this matter."

RULE 8 - MOTIONS

The three steps for bringing a motion before the Board are: (a) a Director makes
a motion; (b) another Director seconds the motion; and (c) the President states the
motion. Once the motion has been stated by the President, it is open to formal
discussion. While only one motion can be considered at a time, and a motion must be
disposed of before any other question is considered: (a) a motion may be amended
before it is voted on, either by the consent of the Directors who moved and seconded,
or by a new motion and second, which is then approved by the Board; or (b) a motion
may be tabled before it is voted on by motion made to table, which is then seconded
and approved by the Board; or (c) a motion may be rejected without further discussion
of or action on the motion by a motion of “objection to consideration,” which is then
seconded and approved by the Board; or (d) further discussion of a motion can be
terminated by a motion “to call the question,” which is then seconded and approved by
the Board. Any Director may make or second a motion.

RULE 9 - PROTECTION OF RIGHTS OF DIRECTORS

One of the primary purposes for these rules of procedure is to protect the rights
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of all Directors. The President will allow each Director a reasonable opportunity to
discuss a motion, after it has been made and seconded, and before it has been voted
on. The President can set reasonable time limits for discussion of a motion. A Director
can object to a procedural ruling by the President by stating: “Mr./Madam President, |
rise to a point of order.” The President must then ask the Director to state the point of
order. The President will then rule on the point of order. The President’s ruling on a
point of order may be appealed by a motion made and seconded to appeal the decision,
which is then voted on by the Board.

In order to assure that the Board’s discussions and deliberations during a public
meeting can be heard by the pubic, Directors are requested to refrain from engaging in
other than oral communications on District matters during a Board of committee meeting
(e.g., refrain from using written, electronic or telephone communications that are not
made available to the other Board members and to the public).

RULE 10 - RECORD OF VOTE

Except where action is taken by the unanimous vote of all Board members
present and voting, the ayes and noes taken upon the passage of all ordinances,
resolutions or motions will be entered upon the minutes. (See Government Code
section 61226.)

RULE 11 - ORDINANCES

The enacting clause of all ordinances passed by the Board will be: "Be it
ordained by the Board of Directors of San Juan Water District as follows:" (See
Government Code section61226.) All ordinances will be signed by the President and
attested by the Secretary. (See Government Code section 61228.)

RULE 12 - AGENDA AND AGENDA MATERIALS

The General Manager will be responsible for preparing the agenda for regular
Board meetings and meetings of standing committees (see Government Code section
54952 and Rule 22), and having it posted at the District office in a location freely
accessible to the public no later than seventy-two hours before a regular meeting. The
General Manager will also be responsible for preparing the agenda for ad hoc advisory
committee meetings. The agenda will specify the time and location of the meeting and
contain a brief, general description of each item of business to be transacted or
discussed at the meeting, including closed session items. (See Government Code
section 54954.2.) Any member of the Board may request the General Manager to place
an item for discussion or action on the agenda. In order to allow sufficient time to
prepare the agenda and back-up materials, the deadline for adding items to the agenda
for a regular meeting will be at noon, five working days before the meeting. The
President of the Board of Directors will have authority to resolve a dispute concerning
the preparation of the agenda.
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An agenda for a regular or special Board meeting will contain the following
statements: (a) "The public may address the Board concerning an agenda item either
before or during the Board's consideration of that agenda item.” (See Government
Code section 54954.3(a).); and (b) "In compliance with the Americans with Disabilities
Act, if you have a disability, and you need a disability-related modification or
accommodation to participate in this meeting, then please contact [insert the name and
telephone number of the person designated by the General Manager]. Requests must
be made as early as possible, and at least one-full business day before the start of the
meeting." (See Government Code section 54954.2(a).)

RULE 13 - REQUESTS FOR COPIES OF AGENDAS AND AGENDA MATERIALS

Any person may request the District to mail him or her a copy of the agenda or
agenda packet for any meeting of the Board. When the District receives such a
request, the General Manager will mail copies of the requested materials (except for
documents that are exempt from disclosure under the Public Records Act) to the
requesting party at the time that the agenda is posted or when the agenda packets are
distributed to a majority of the Board members, whichever occurs first. Any request for
copies of agendas or agenda packets for all Board meetings in a given year will be valid
for the calendar year in which the request is submitted, and the request must be
renewed after January 1 of each year in which it is to remain in effect. (Government
Code section 54954.1.) Documents that are distributed to all or a majority of the
members of the Board by any person in connection with a matter subject to discussion
or consideration at a regular or special meeting of the Board will be disclosable public
records under the California Public Records Act (commencing with Government Code
section 6250), and will be made available upon request by a member of the public
without delay, except as to documents that are exempt from disclosure under the Public
Records Act. Documents that are distributed during a regular or special Board meeting
that are subject to disclosure under the Public Records Act will be made available for
public inspection at the meeting, if prepared by the District or a member of the Board, or
after the meeting, if prepared by some other person. The District may charge a fee for
responding to requests for copies of agendas, agenda packets or other documents,
which fee will be limited to the District's copying and postage costs. (See Government
Code section 54957.5(a) and (b).)

Documents and materials that are related to an open session agenda item that
are provided to the District Board less than seventy-two hours prior to a regular meeting
will be made available for public inspection and copying at the District office during
normal District business hours. These documents will also be made available on the
District's web site. (See Government Code section 54957.5.)

Upon request, the agenda and other documents referred to in this rule will be
made available in an appropriate alternative format to persons with a disability, as
required by Section 202 of the Americans with Disabilities Act of 1990 (42 U.S.C.
section 12132) and the federal rules and regulations adopted in implementation thereof.
(See Government Code sections 54954.1, 54954 .2(a) and 54957.5(b).) The District will
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not charge a special surcharge to provide documents requested in an alternative format
by a person with a disability in accordance with the Americans with Disabilities Act and
its implementing regulations. (See Government Code section 54957.5(c).)

If the District tape records a meeting, it will retain the tape for at least thirty days
following the meeting. The public may inspect the tape recording on a tape recorder

made available by the District, without charge. (See Government Code section
54953.5(b).)

RULE 14 - AUTHORITY TO ACT ON MATTERS NOT ON THE AGENDA

The Board will take no action on or discuss any item not appearing on the posted
agenda, except under the following conditions, in which cases the item will be publicly
identified before discussion begins: (a) upon a determination by a majority of the Board
that an emergency situation exists, which involves matters upon which prompt action is
necessary due to the disruption or threatened disruption of public facilities, including
work stoppages or other activity that severely impairs public health, safety, or both, as
determined by a majority of the members of the Board, or a crippling disaster that
severely impairs public health, safety, or both, as determined by a majority of the
members of the Board; (b) upon a determination by a two-third vote of the Board
members present at the meeting, or, if less than two-thirds of the members of the Board
are present, a unanimous vote of those members present, that the need to take
immediate action became apparent after the agenda was posted; or (¢) the item was
posted for a prior meeting of the Board occurring not more than five calendar days prior
to the date action is taken on the item, and at the prior meeting the item was continued
to the meeting at which action is being taken. (See Government Code sections 54954.2
and 54956.5.)

RULE 15 - CONSENT AGENDA

The General Manager may list on the agenda a "consent agenda”, which will
consist of routine matters on which there is generally no opposition or need for
discussion. Examples of consent agenda items might include approval of minutes,
financial reports and routine resolutions. Any matter may be removed from the consent
agenda and placed on the regular agenda at the request of any member of the Board.
The entire consent agenda may be approved by a single motion made, seconded and
approved by the Board.

RULE 16 - ORAL INFORMATIONAL REPORTS

Any member of the Board may make an oral report at a regular meeting for the
purpose of informing the Board of any matter of interest to the District. The Board may
also call on the General Manager, District staff or District legal counsel for oral
informational reports on matters not on the agenda. Unless the Board makes the
determinations required under Rule 14, there will be no more than limited discussion,
and no action, on matters covered in such oral reports. (See Government Code section
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54954.2(a).)

RULE 17 - PUBLIC FORUM AND COMMENT

Every agenda for a regular meeting will provide an opportunity for members of
the public to directly address the Board on items of interest that are within the subject
matter jurisdiction of the Board and that do not appear on the agenda. This agenda
item will be described substantially as follows: "Opportunity for public comment on non-
agenda items." During the Public Forum, the Board may briefly respond to statements
made or questions posed by the public, or ask District staff for clarification, refer the
matter to District staff or ask District staff to report back at a future meeting. (See
Government Code sections 54954.2 and 54954.3.) The Board will not take action on
any matter raised during the Public Forum, unless the Board first makes the
determinations set forth in Rule 14. It is the general policy of the Board to refer to the
General Manager for resolution complaints received from members of the public. If the
complaint cannot be resolved, the General Manager will place it on a meeting agenda
for consideration by the Board. In order to facilitate public participation during the Public
Forum session of the meeting, the Board may limit the total amount of time allocated for
public comment on a particular issue (ten minutes or less will normally be standard),
and may limit the time allocated for public comment of an individual speaker (three
minutes or less will normally be standard). The President may declare as out of order
irrelevant, repetitious or disruptive comments. (See Government Code section
54954.3.)

The public may address the Board concerning an agenda item either before or
during the Board's consideration of that agenda item. (See Government Code section
54954.3(a).)

These rules are not intended to prohibit public criticism of policies, procedures,
programs or services of the District, or of the acts or omissions of the Board. (See
Government Code section 54954.3(c).)

In the event that any meeting is willfully interrupted by a group or groups of
persons so as to render the orderly conduct of such meeting unfeasible, and order
cannot be restored by the removal of individuals who are willfully interrupting the
meeting, the Board may order the meeting room cleared and continue in session. Only
matters appearing on the agenda may be considered in such a session.
Representatives of the press or other news media, except those participating in the
disturbance, will be allowed to attend any session held pursuant to this section. Nothing
in this section will prohibit the Board from readmitting an individual or individuals not
responsible for disturbing the orderly conduct of the meeting. (See Government Code
section 54957.9.)

RULE 18 - PUBLIC HEARINGS

The procedure for conducting public hearings during a meeting of the Board will
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be as follows: (a) no earlier than the time set for the public hearing, the President of the
Board will declare the public hearing open; (b) the President will ask the General
Manager whether notice of the public hearing has been given in the manner required by
law; (c) the President will ask the General Manager whether written comments on the
subject matter of the public hearing have been received; (d) the President will ask
whether any member of the public wishes to present written or oral comments on the
subject of the public hearing; (e) in its discretion, the Board may set time limits on the
amount of time an individual speaker is allowed to comment orally during the public
hearing; and (f) following the close of presentation of comments, the President will
declare the public hearing closed. The Board may continue a public hearing from time
to time.

RULE 19 - ADJOURNMENT

A meeting of the Board will be adjourned by: (a) loss of a quorum; (b) by motion
made, seconded and approved to adjourn the meeting; or (c) by declaration of the
President that the meeting is adjourned when the agenda has been completed and
there is no further business to come before the Board. A regular or special meeting of
the Board may also be adjourned for the purpose of continuing it to a specific day and
time: (a) by motion made, seconded and approved; (b) by approval of less than a
quorum if a quorum is not present; or (c) by the Secretary of the Board if all members
are absent from any regular or adjourned regular meeting. A copy of the order or notice
of adjournment to continue a meeting to another date will be conspicuously posted on or
near the door of the District office where the meeting was held within twenty-four hours
after the time of adjournment. (See Government Code section 54955.)

RULE 20 - SPECIAL MEETINGS

A special meeting may be called at any time by the President or by a majority of
the members of the Board, by delivering personally or by any other means, including
mail, facsimile and electronic mail, written notice to each member and to each
newspaper, radio or television station requesting notice in writing. Such notice must be
received at least twenty-four hours before the time of such meeting as specified in the
notice to constitute notice of the special meeting (except as to emergency meetings, in
which case, the notice requirements specified in Rule 23 will be followed). Electronic
mail will constitute notice of the special meeting only if the recipient confirms received,
and it will be deemed to be received at the time of such confirmation. The call and
notice will specify the time and place of the special meeting and the business to be
transacted, and will include the statements specified in Rule 12. No other business will
be considered at such meeting. The written notice may be dispensed with as to any
member who at or prior to the time the meeting convenes files with the District
Secretary a written waiver of notice. Waiver may be given in person or by mail,
facsimile, electronic mail or telegram. Such written notice may also be dispensed with
as to any member who was actually present at the meeting at the time it convenes. The
call and notice must also be posted at least twenty-four hours before the meeting in a
location freely accessible to the public. (See Government Code sections 54954.3(a)
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and 54956.)

RULE 21 - BOARD WORKSHOP MEETINGS

From time to time, the Board may set a regular or special meeting to be
conducted as a “workshop meeting,” during which the Board would have the opportunity
to receive presentations on and discuss matters identified on the agenda, but the Board
would not normally take action on those items. Nothing in this rule is intended to
prevent the Board from taking action on a matter during a workshop session.

RULE 22 - BOARD COMMITTEES

Board committees will be composed of less than three Directors, and may be
either standing committees or ad hoc advisory committees.  In accordance with Rule
12, standing committee meetings will be open to the public (except for authorized
closed sessions), and the agenda for those meetings will be posted in the same manner
as the agenda for regular Board meetings. In addition, the President may from time to
time establish, and appoint the members of, ad hoc advisory committees to serve a
limited or single purpose, which committees are to be dissolved once their specific task
is completed. The meetings of an ad hoc advisory committee are not required to be
open to the public, and notice of such meetings is not required to be posted. (See
Government Code sections 54951 and 54952.)

Directors who are not members of a standing committee may attend a standing
committee meeting only as observers, and they may not participate in the committee
meeting, ask questions or sit with the committee members at the Board table. (See
subsection (c)(6) of Government Code section 54952.2.)

RULE 23 - CLOSED SESSIONS

A closed session may be held on any subject authorized under the Brown Act.
The agenda for a regular or special meeting will contain a brief, general description of
the purpose of a closed session, in substantially the following form:

a. Conference with legal counsel--existing litigation; Government Code
sections 54954.5(c) and 54956.9(a); V. [insert
name of case, e.g., Jones v. Districf].

b. Conference with legal counsel--existing litigation; Government Code
sections 54954.5(c) and 54956.9(a); case name unspecified because
[insert either "disclosure would jeopardize service of
process" or "disclosure would jeopardize existing settlement negotiations"].

C. Conference with legal counsel--anticipated litigation; Government Code

sections 54954.5(c) and 54956.9(b); significant exposure to litigation involving
[describe].
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d. Conference with legal counsel--anticipated litigation; Government Code
sections 54954.5(c) and 54956.9(c); consideration of initiation of litigation involving
[describe].

e. Public employee appointment involving [insert
position(s) to be filled]; Government Code sections 54954.5(e) and 54957.

f. Public employee performance evaluation involving
[insert position(s) being reviewed]; Government Code sections 54954.5(e) and 54957.

g. Public employee discipline/dismissal/release; Government Code sections
54954.5(e) and 54957. [No additional information required.]

h. Conference with labor negotiator involving [insert name
of District negotiator] and [insert name of employee organization
involved in negotiation]; Government Code sections 54954.5(f) and 54957.6.

i. Conference with labor negotiator involving [insert
name of District negotiator] and unrepresented employee(s) in position(s) of
[insert position(s) of unrepresented employee(s) involved in
negotiation]; Government Code sections 54954.5(f) and 54957.6.

j- Conference with real property negotiator involving
[insert street address or other description of property], and
[insert name of other party(ies)]. Instructions to the
negotiator may include price, terms of payment, or both. (See Government Code
sections 54954.5(b) and 54956.8.)

k. Closed session consultation [insert the name, if applicable, of a law
enforcement agency, and the title of the officer, or the name of an applicable agency
representative and title] concerning a threat to public services or facilities, or for the
assessment of the security vulnerability of public facilities. (See Government Code
section 54957.)

I Closed session (if approved by two-thirds vote of the Board, or the
unanimous vote of the Board if less than two-thirds are present) for: (1) an emergency,
which will be defined as a work stoppage, crippling activity or other activity that severely
impairs public health, safety or both, as determined by a majority of the Board; or (2) a
dire emergency, which will be defined as a crippling disaster, mass destruction, terrorist
act or threatened terrorist activity that poses peril so immediate and significant that
requiring the Board to provide one-hour notice before holding an emergency meeting
under this section may endanger the public health, safety or both, as determined by a
majority of the Board. (See Government Code section 54956.5.) [The notification for
an emergency meeting requires notice by telephone to each local newspaper of general
circulation, radio station and television station that has requested notice of special
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meetings. For a meeting for a "non-dire emergency," the telephone notice must be
provided at least one hour prior to the emergency meeting. In the case of a meeting for
a "dire emergency," the telephone notice must be provided to the media at or near the
same time as notice is given to the members of the Board.]

The Board will not keep minutes of its closed sessions. (See Government Code
section 54957.2.) In the closed session, the Board will consider only those matters
covered in its statement of reasons for holding the closed session. (See Government
Code section 54957.7.)

Before holding a closed session to consider complaints or charges against a
particular employee (as distinguished from mere evaluation of performance unrelated to
any specific complaint or charge), the District will provide twenty-four hours' advance
written notice to the employee of his or her right to have the matter heard in open
session. (See Government Code section 54957.)

A closed session may be held to meet with the District's negotiator regarding the
salary and benefits of District officers and employees, but not including elected officials,
but the District's available funds, funding priorities or budget will not be discussed during
the closed session. (See Government Code section 54957.6.)

Following every closed session, the Board will reconvene to open session and
publicly report any action and vote during the closed session in accordance with the
following guidelines:

a. For action concerning final approval of a real property purchase/sale
agreement or lease, report in open session at the same meeting the action taken
(including the substance of the agreement) and vote, except that, if final approval rests
with another party, the report may be deferred until the other party's approval. (See
Government Code section 54957.1(a)(1).)

b. Approval given to legal counsel to defend or initiate a lawsuit, or seek
appellate review will be reported in open session at the public meeting during which the
closed session was held. (See Government Code section 54957.1(a)(2).)

C. Approval given to legal counsel to settle pending litigation or action taken
to dispose of a claim will be reported in open session as soon as the settlement or claim
disposition becomes final. (See Government Code section 54957.1(a)(3) and (4).)

d. For action to appoint, employ or dismiss, accept the resignation of, or
otherwise affect the employment status of an employee, the Board will report in open
session at the same meeting the action taken (including identity of employee or position
and any change in compensation) and vote, except that, for any dismissal or non-
renewal of a contract, the report back may be deferred until the first meeting after the
exhaustion of administrative remedies. (See Government Code section 54957.1(a)(5).)
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e. For action concerning a labor MOU, after the MOU has been approved by
both parties, the Board will report in open session the action taken and vote. (See
Government Code section 54957.1(a)(6).)

f. For actions taken during an emergency meeting, the Board will report the
fact that an emergency meeting was held, the purpose of the meeting and any action
taken at the meeting as soon after the meeting as possible. (See Government Code
section 54956.5c.)

The District will make available after a closed session to anyone who has
requested them in advance, agreements or other documents approved in closed
session, unless the document needs to be revised, in which case it will be provided as
soon as possible. After the closed session, changes to the agreement will be orally

summarized if anyone present so requests. (See Government Code section
54957.1(b).)

RULE 24 - MEETINGS BY TELECONFERENCE

The District Board may hold meetings by teleconference. (See Government
Code section 54953(b).) For purposes of this rule, "meetings by teleconference"
include meetings at which one or more Board member attends and participates in the
meeting by telephone, video conferencing or any other electronic means using live
audio or video, or both. For any meeting by teleconference conducted by the Board, the
following requirements will apply:

a. Each teleconference location (i.e., the location from which one or more
Board members attends and participates in a meeting by teleconference) will be
accessible to the public.

b. When meetings by teleconference are held by telephone, speaker phones
will be used at the main meeting location and at any teleconference location where
there are members of the public in attendance.

C. All votes taken at a meeting by teleconference will be by roll call.

d. The Board will conduct the meeting by teleconference in a manner that
protects the statutory and constitutional rights of parties and the public to attend and
participate in the meeting.

e. Each teleconference location will be identified in the regular meeting
agenda or special meeting notice, and the agenda or notice will state that members of
the public will have the opportunity to address the Board from any teleconference
location.

f. Notice of any meeting by teleconference will be included in the meeting
agenda or special meeting notice in substantially the following form:
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"All or portions of this meeting will be conducted by teleconference in
accordance with Government Code section 54953(b). The teleconference
location(s) for the meeting are as follows:

Each teleconference location is
accessible to the public, and members of the public may address the
Board of Directors from any teleconference location."

g. In addition to the usual notice and agenda requirements, the regular
meeting agenda or special meeting notice will be posted at all teleconference locations
at least seventy-two hours before regular meetings or twenty-four hours before special
meetings.

RULE 25 - AMENDMENT OF RULES
By motion made, seconded and approved, the Board in its discretion may at any

meeting: (a) temporarily suspend these rules in whole or in part; (b) amend these rules
in whole or in part, or (c) both.
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Transfers/Adjustm 6/30/10
Capital Asset Classification 06/30/09 Balance Additions Disposals ents to Asset Balance
~apital assets not being depreciated:
/ Property $ 616,743 $ - $ (44,073) $ 572,670
Construction in Progress 14,888,550 12,704,588 (861,576) 26,731,662
Total $ 15505293 $ 12,704,588 $ - 8 (905,649) $ 27,304,232
Capital assets being depreciated:
Pipelines, reservoirs, pumping stations & buildings 93,297,564 58,423 (980) 889,376 94,244,383
Vehicles and Equipment 3,344,893 110,990 3,001 3,458,884
Tota! 96,642,457 169,413 (980) 892,377 97,703,267
Less accumulated depreciation for:
Pipelines, reservoirs, pumping stations & buildings (44,524,915) (2,817,432) 138,706 (47,203,641)
Vehicles and Equipment (2,357,741) (231,653) 667 (147,977) (2,736,704)
Total (46,882,656) (3,049,085) 667 (9,271) (49,940,345)
Total capital assets being depreciated, net 49,759,801 (3,049,085) 667 (9,271) 47,762,922
Capital Assats, net $ 65265094 & 9,824,916 $ (313) § (22,543) $ 75,067,154







