Agenda
Sacramento Suburban Water District
Finance and Audit Committee

3701 Marconi Avenue, Suite 100 Monday, June 14, 2010
Sacramento, CA 95821 5:30 p.m.

Public documents relating to any open session item listed on this agenda that are distributed to
members of the Finance and Audit Committee less than 72 hours before the meeting are available for
public inspection in the customer service area of the District’s Administrative Office at the address

listed above.

The public may address the Committee concerning an agenda item either before or during the
Board’s consideration of that agenda item. Persons who wish to comment on either agenda or non-
agenda items should fill out a Comment Card and give it to the General Manager. The Committee
Chair will call for comments at the appropriate time. Comments will be subject to reasonable time

limits (3 minutes).

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
Sacramento Suburban Water District Human Resources at 679.3972. Requests must be made as
early as possible, and at least one full business day before the start of the meeting.

Call to Order
Roll Call

Public Comment
This is the opportunity for the public to comment on non-agenda items within the Committee’s

jurisdiction. Comments are limited to 3 minutes.

Items for Discussion and Action

1. Debt Management Considerations and Refunding one of the District’s COPs
Consider and discuss District debt management and refunding the 2008 A-2 COP.

2. District Pension Plan Issues
Consider certain pension issues and options to pay-off the Side Fund liability.

Adjournment
% sk ok %k ok ok %k ok %k ok ok ok ok %k ook sk ok ok ok ok ok ok ok ok

I certify that the foregoing agenda for the June 14, 2010 Finance and Audit Committee meeting of
the Sacramento Suburban Water District was posted by June 10, 2010 at the Sacramento Suburban
Water District office, 3701 Marconi Avenue, Suite 100, Sacramento, California, and was made
available to the public during normal business hours.

Robert S. Roscoe
General Manager/Secretary
Sacramento Suburban Water District



Agenda Item: 1

Date: June 9, 2010

Subject: Debt Management Considerations and Refunding one of the District’s COPs

Staff Contact: Dan Bills, Finance Director

Recommended Committee Action:
1. Propose to the Board replacing the Allied-Irish Bank Letter-of-Credit (LOC) on the

2008A-2 debt with a three year LOC from Lloyd’s TSB Bank.

2. Propose to the Board retaining the current SWAP Agreement until market conditions
make it economically feasible to replace the SWAP.

3. Propose to the Board retaining the same financial service firms used in the June 2009
refinancing, namely — Citigroup Global Markets Inc. as Underwriter and Remarketing
Agent; Stradling Yocca Carlson & Rauth, A Professional Corporation as Bond Counsel;
Bartkiewicz, Kronick, & Shanahan, A Professional Corporation as General Counsel;
Union Bank of California, N.A. as Trustee; and where appropriate such other firms
necessary to complete the refunding.

Discussion:

Attached are two power point presentations that discuss District debt management issues and an
opportunity to substitute the LOC provider on the 2008A-2 debt.

Staff’s discussion regarding District debt management issues and the current opportunity to
substitute the LOC provider on the 2008A-2 debt is presented on the first attached power point

presentation.

An economic analysis prepared by CitiGroup for selecting a replacement LOC provider on the
District’s 2008 A-2 debt is presented on the second attached power point presentation.
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STAFF’S DISCUSSION AND ANALYSIS



Sacramento Suburban Water District
Debt Management & LOC Offer Considerations

Finance & Audit Committee Meeting

June 14, 2010

Debt Management Considerations

SSWD Current Debt Profile & Credit Exposure

= Total Debt Owistanding: -

* Synthetic Fixed-Rate Debt (2009A different amortization), 71,725,000, 63% of portfolio
* Unhedged Variable Rate Debt, 6,135,000, 5% of pordolio

* Tax-Exempt Fixed-Rate Debt, 35,295,000, 31% of porfolio

* Taxable Fixed Rate Debt, 1,645,000, 1% of portfolio

* Total $114,800,000

* Variable Rate Debt By Credit Support:
= 2009A Sumitomo, 42,000,000, 54%

= 2008A-2 Allied-Irish Banks, 35,860,000, 46% of portfolio

* Debt Portfolio Mix Considerations:
= Variable-rate — interest rate risk exposure
* Fxed-rate - costly; locks in refunding for 10 years
= Synthetic-fixed-rate - counterparty risk; market risk; basis risk
= Amontization term — annual cash outlays; total interest expense; intergenerational equity
* Issuance of new money debt — Per credit agencies, District has too much debzt already
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Current Opportunity Considerations

* Lloyd’s TSB Bank LOC proposal at 70 basis points is very competitive in today’s market

* Allied-Irish Banks (AIB) credit rating was reduced in January 2010 by Standard & Poor’s
from “A/A-1” 10 “A-/ A-2” with a negative outlook Recent economic events in Ireland as
well as mounting profitability pressures on AIB’s lending unit have resulted in further
market concern regarding AIB credit-backed facilities.

* The District, thus far, has had no bank bonds on the 2008A-2 COP, however as much as %
of the debt was not sold in the market place recently and the District’s remarketing agent
(Grigroup) purchased the unsold debt to avoid having it put to the Bank.

= If there are no credit crises involving Sumitomo or Lloyd’s TSB Bank, such as rating
downgrades, headline risk, failure to renew, maintaining variable-rate mode appears very
cost effective

= Although the economic data is still weak, the credit markets continue to stabilize as
measures by governments around the world have been enacted. Many prior LOC providers
are no longer issuing LOGs.

* Current rates for municipal paper continues to trade at historic lows.

* The 2008A-2 variable-rate debt is up for renewal in the spring of 2011. There will be much
competition at that time. Many municipal debt issuers restructured former auction rate
security debt with 3-year LOGs in 2008, similar to SSWD. Renewal opportunities may be
unavailable when needed and if available would most likely be very expensive given the
number of debt issuers competing for renewal (see Bond Buyer article “ Floating-Rate Debt
Faces a Liquidity Issue”, May 21, 2010). 3

Current Opportunity Considerations (continued)

* Money market investors (traditional buyers of variable-rate debt) and some taxable
crossover buyers are actively purchasing municipal paper in the secondary market.

* Break-even analysis on Lloyd’s TSB LOC substitution:

*  Avcurrent rates (+114 points to SIFMA), cost of replacement transaction would take
13 days 1o break even

* Bank risk cannot be eliminated except through issuance of fixed-rate debt

* Fixed rate debt markets have improved for strong credits since June 2009 with certain
bonds being sold at less than 5% down from 6% in June 2009

= The SWAP is a separate transaction. It was purchased to protect the District from interest-
rate risk exposure on iis variable-rate 2008A-1 and A-2 debt.

* Retaining the current SWAP does not effectively hedge the 2009A debt. Retaining such an
ineffective hedge exposes the District to interest-rate risk.

* The current price of selling the entire SWAP is $6.9 million.

*  Selecting fixed-rate financing on the 2008A-2 would force the District to sell % of the
SWAP at a cost of $3.45 million

6/10/2010



Weighing Risks, Costs and Potential Rewards

* Today, AIB is trading at 2.0% (compared to Sumitomo which is trading at 0.24%) so doing
nothing is an option

* Replacing AIB’s LOC with Lloyd’s TSB, given that current circumstances remain constant,
almost immediately recovers issuance costs and thereafter would save the District money.

= There is risk that circumstances could change for at least one of the LOC providers

* Lloyd’s TSB offer is attractive, and such an offer may not be available in the future.

= District still has the option of a fixed-rate refunding in the future

= At present, both Lloyd’s TSB and Sumitomo have offered to provide LOC's on all the
District’s variable-rate debt. (Sumitomno’s offer has the same terms as in 2009.)

* Retaining the current SWAP does not effectively hedge the 2009A debt. Retaining such an
ineffective hedge exposes the District to interest-rate risk.

* The current price of selling the entire SWAP is $6.9 million, or $3.45 million for selling ¥ of
the SWAP if fixed-rate refunding were selected for refunding the 2008A-2 debt.

Sacramento Suburban Water District - Analysis of Variable Rate Program | Page 5

Proposed Recommendation

= Given that future problems with banks cannot be predicted, the District
should replace the AIB Letter-of-Credit (LOC) with a three year LOCfrom
Lioyd’s TSB Bank as Lloyd’s has not had significant financial issues over the
prior years.

* Retain the current SWAP until such time as it is economically feasible to get
out of the SWAP.

= Retain the same financial service firms used in the June 2009 refinancing,
namely — Citigroup Global Markets Inc. as Underwriter and Remarketing
Agent; Stradling Yocca Carlson & Rauth, A Professional Corporation as
Bond Counsel; Bartkiewicz, Kronick, & Shanahan, A Professional
Corporation as General Counsel; Union Bank of California, N.A. as Trustee;

and where appropriate such other firms necessary to complete the refunding.

Sacramemo Suburban Water District - Analysis of Variable Rate Program | Page 6
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CITIGROUP’S ECONOMIC ANALYSIS



i~ jenuepyuos) pue slestd ARslng
0LOT 'yl sunp

© l

suoljeJapisuo) wswabeuey 199

Qo_:w_m_., mé
JousIg J8lep) ueqingng ojusweloes



demg sy} Buneulwss) syeyssaosu Ay =
8jnpsyds uonjezijiowe jualino sy} Buidesy Buipunyal sjel-paxi) wisy-Buo| e synosxy 'z
gS.1 spAoIT yim uonniisgng DO pue Buipunjey sjey s|gelie e sjnoexy |
:apnjout Buiyjou Bujop, 0} suodp e

1eaf siyy jo Aenige souls yNL|S uey Jaybiy Buipesy ae spuog zZ-v800Z ay} ‘snyj -
Saijloe) paxdeq-}IpaIo gy jo bujoipunef e uj pajnsal aAey jun Buipus| swoy
s.glv woJ saunssaid Ajjiqeyyoid Bujunow se jjom se puejal] Ul SJUSAS SILIOUODS0IoBW ‘Al@leunuoun -

VINAIS uey) (Jemoy) GBACIG]
sdqgg| speJj spuog sjousiq ayy padisy D07 a4} ‘010z Alenuep-piw ybnouys 800z AeN-piu Wol —

spuog 2-v800¢ salss ay} Joj ( giv,) syueg ysu| paljiy woll (,007,)
Ajiioey 1Pl jo JepaT e paseyoind Jousia sy} ‘JexJew SHY 8y 4o asdelod sy} 0} anp ‘800z 40 ABI U|

slemeusy/suoielidxe DO Ul Uoljliq 00Z$ Aliesu oq im 88y LLOZ U] —
Slemaual A}l1oe} Jo anem, B oq |[IM 218y} ‘s1eak OM] 1Xau ay} JaAD

p3joejU0D Ajlednewelp sAeY siainsul puog pue siapiroid Aypinbif Jo asiaaun
Sy} se s1sbull |ls 6002 PUB §00Z JO UOHEISEASP DILIOUODS pUE [eloueUl oy} JO S2UBPIAS ‘JOASMOH

010T '} Arenuer sous 9.£°0 0 19s3J & pabelane sey YIS IONEN ajel-a|qeuen -
9861 SOUIS BWl} BU JO %,00"| UBY} SSB| JOMO| US] SABY SojeY PaXi Jdwax3-xe] Jjesp 0g —
Allel 0} senuyuoo pue 1eak Jse| sy JoAo aouB||ISBl pajessuowap sey jaxlel puog jedioiunyy sy |

Arewwing aAnoaxg



M_. mu "SOQUA 2-¥800Z 591aS Yo1eW 0} SO YS00Z S848S JO 2J8US PeIeooe Uo paseg b

'8INPBYOS UOKEZRIOWE Z-YBOOZ SIS PUB YG00Z S8LISS BU) PUB '00Z/EL/G PUB SOOZ/SL/Y JO 5308M BU) 10§ |Gy UO paseq pejewxoiddy ‘g
-’

(%€e8Z°¢)
ajry demsg Y800z Seauas (%£9Z'c) ajey demsg vyg00z sales "dems ojel pax|j-ol-Buljeol Y800z SoUSS pue Y5O0z Souas m_«o_:m_n_w:.:oﬂ:mE?n.o:ucw_Aww:cogn:_.wv_._mem._oﬁ\eo_..ou:w ._vo._o-ohwzw._m_<

10} %S5'0) Sapow OQYA Pue (98§ Juaby uoliony 10} % L0'0 PuE 89} Jejea( 120.d J0) %GZ'0) SHY J0) S93) Loddns JNoo AP 09g/ 1Y UO Po520 oN1298 19515101 Gi0y 16 UOIISAUO5 Oy o s e e ear Y
"W/LY 0} JuejeAnba

sBune: ‘s1ead-0g Ul BInlew Jeyl Spuog anUeal SNoLeA GZ JO SISISUOD |y ‘Welbold Ble) sjqeren C-¥800Z 919§ 5,12U1sIq 8y} Jo} spuog Yueg pue SOTUA PaIONIRWA) Jo djes abeiane paiyblem ay) soidep aroge LeyD 'L

"000'S€S'LE$ 'SOOMA Z-¥800Z S0USS Jo BOUBNSS} IB JBd 000°'SZ0'6L$ 50D VG00Z Seuas jo a3uenss| 8 Jed ‘0102/92/S UBNOIY) GO0Z/SL/Y Woy) saley "ejep a|qe|leAE (e uo paseg

S89°S.¥'Z$ v22'651°2¢ 08°LE5'01$ 6L1°282'88 18301
%¥06°9 rov'y Yor'y 99z'9z1 z08LzlL %020°S %1868 0102/92/S
%168°9 9EY'¥0Z 9€/'e0C ¥L1'606 8/8'50. %0.0°S %be6'e aloz/iis
%12¢°9 8621z £€8€'90T PLO'LLL) 1€2'696'L %0.0°S %616°¢ 6002/L/L1
%¥6S°S 80¢e'cee 902'02¢ 616'0£6 €L2'0LL %0.40°S %1.8°E 6002/1/S
%296°% oLs'sel $20'821 288'29.'L 808'vE€9'l %¥90°G %18Ep 8002/L/LL
%98V (Lve'el) (11'99) ¥89'vE6 S18'000'L %086t %ZEE'S 8002/1/S
%189V Lev'e9e 199'1€Z P09'vSL'1L TPe'ees'L %086°% %LLLE 2002/ L
%6.6°¢ L.e'8¢¢e ovL'062 $09'v56 Pop'r99 %086t %99t 2002/
%8L0°¢ 802'85¢ 919'662 L06'8tL'L S8Z'6vY'L %086'% %8vy'e 9002/L/LL
%ECLT Yrd 471> 6€9'80¢ L06'c.6 T92'599 %086V %T0P'E 9002/1/5
%SLLL Zrl'zee 186'L1€ L98'e8e’} 088'120't %086 %0¥'E S002/L/LL
%0.0°0 LEY'9C $05'02 ySh'/8 066'99 %086V %8¢ §002/L/S
red Buipuelsing oLoz/oeis SDUIARS MOUSRD) (S1eY PIx(y SOGUAISHY ey paxy SOQUAISUY neg
40 % se shulreg 0} %S5 ® Ad
LY PIxXI4 SA ey dlqeLes wol shuiaeg {$) 3509 Uiy {%) 1509 U=y ebeioAy
| saApeusdlly buoueuld jo uosueduio) |
(%L0°S :800Z/S1/S 40 %98M) |GY — (%86 S00Z/SLib 30 OaNN) |9y ——
SOQYUA Z-V800Z S3UBS wum SV V5002 S8UAG ——
N8ee, 223¢e3e 88222s 2 exae Beoas
o @ 3 2 B S S @ =z 3 IRV =200 3
IN2E2:22838233288338883%z3::383883
BB B I IS IEYEEUBSEEEEOSEOEREEE
0066666698989/_/_/_/_/_1.999999%999
R e A S S SRR R S %0070
—)._ F %00°L
- %00°C
F %00€
- %00
%00°'S
- %009
F %00,
Q07 Syuegq Ysiy-paify :epow OgHA daueInsu| 9194 PO SHY [ %008
. T - %006
- Butpunyay 2-vg007 |
I %00°0L
1198 shslaA 9JUBULIOLIDd 9ley olqeneA Z2-v800z (:ITETS - %00°L4

(2-v8002 selisg) sbuines eainIsg 1990 PapIA0ld AlIBOLOISIH SEH 1900 S1ey S[aeLEn



'spuog Z-Y800Z S318S pue gO0Z S8LSS JO dieys pPajedo||e Uo paseg ‘g

"W/LY O} JusjeAinbs sbunjes ‘siesh-0g Ul ainjews
Jel) Spuoq BnUBABS SNOLIBA SZ JO SISISUOD |gY "9INPBYDS UONEZILOWE Z-YB00T SBISS PUE 600Z SSUSS Ul PUE 600Z/6/L PUR ‘800Z/EL/S ‘SO0Z/SHIY ‘PO0Z/SLIZL O SHOaM oU Joj |9y UC paseq pajewxoiddy  ‘Z

(%E8T'€) ooy dems Y800Z S8UOS *(%E£9Z ) dleY dems Y500z SsHag "dems ajes paxy-0j-Buneoy Y800Z SBUSS PUB YS00Z SBHSS S10usIg ou)
uo spuawied Jau pue (a9} Jueby SupasIBWEY 40} %0L"0 PUE 1PRID jO JSRST EIV PUE BIXaQ 0} %SS'0 PUB ‘600Z/9/€ UBNOIUY %S5/9°0 PUe '6002/1.2/L L YBRosy) Aujioed Apinbi] e1xaq o %5/€'0) Sepow OaHA
pue (99 Juaby UOIINY JO) %] 0°0 PUEB 98} JBJBa( I9)0IE JO} %SZ'0) SYV 10} s98) poddns Junco Aep 0ge/LOY UO PasEq [BNJIOOE JSI8JUI SHY JO UOHUSAUOD O} anp Juaunsnipe Junod Aep sapnpou| ‘sweiboid
8jeJ 8|qelieA 2-Y800Z SeN9§ PUe 600Z SBNSS SJOMISIQ @yl Jo} spuog yueg pue sQOYA peiayiews. o) siqedljdde sajes sepnjouj ‘spuog Z-yg00zZ SeHes pue 6002 s8lieg Jo Js00 abesaae pajybiam ay) syoideq i

"000°020'5.$ 'SOQUA 800Z Sa1aG JO 80UBNSS! JE Jed "000'000'Z1$ (6002 SALBS J0 souenss! Je Jed "010Z/92/5 UBNOIY) 00Z/SL/ZL WOy S8jey “Blep S|qE|leA. ||e uo paseg

069616°'L$ 1828989 888'G0¥°'5$ 909°255'82$ jejol
%t96°9 699'vv 699'vv 88G°'1.C 616'922 010¢/92/S
%SG¢C6'9 TAN R 414 122'C6Y 9EY'GS6°L rLz'eor’lL oLoc/Lis
%L6v'9 ovL'Le9 v15'G1L9 060°cTl'e G/5'205'C 600¢/L/11L
%9t8°S GSZ'061 168'9L1 6.2'806'C z8e'lelL'e 600¢/L/G
%189°'S ovZ'e6y v81°'09¥ 162'0.S'y €LLOLL'Y 800¢/L/LL
%LLL'G (PLi'eP) (€s8'LY) ¥26'068'C LLL'TE6'T 8002/L/S
%V12'S €.5'G9/ z8v'e89 v9.L'0eS'y 18Z'LP8'E L002/L/LL
%098'v G15'066 691798 ¥9.'0€6'C ¥65'890°C 200Z/1/S
%Ll L29'6%0'L €02'168 6SE'6LS'V 951'829'¢c 800¢/L/L1
%.L18C L6v'6Le'L 292'800°L 65S£'696'C 160°196° 900¢/L/9
%9LL') oLe'ozr'L z8l'evl’l 6.2'68.'¢ LBY'SY9'C gsooe/L/LL
%<C95'0 G15'859 95z'zes 1G.'9v6 666 VeV G002/1/S
01/92/S 0} %S ® Ad sbuireg mopysed £ OIY poxiy SOAUAISHY ajeq
ied Buipueysing ajeY paxig sA ajey ajqelep wody sbulseg ($) 1809 U|Iv
40 %, se sBuiaeg
| (912y paxid sa sweibold ajey s|qelep 1Y) seajewsay m:_o:E 40 uosuedwon |

(spuog sjey s|qelen |ly) sBuines 0iAI9S 1o papiroid Al[BoLOISIH SEH JqoQ S1ey o|qelen



s

‘Aljenuue sdq 0/ S1 Alijiog) seah-g B ‘ypauo Jo 1eys] ,SPAOJT B yum giy Buioejdal 18pisuoo JoL}siq 8y} Buisodoid st pio

000°008'v1L1L$ Buipueysing |ejoL
ON 000'56Z°S€$ - - - - paxid 86002
S9A 000°000°2¥$ ¢10c/0e/9 sdq g8 owojwng - OQuA V6002
S9A 000'098'SE$ LLOZ/EL/S sdq G sjueg ysu| pailly - OQdA +C"v800¢C
ON 000'6¥9'L$ - - - 2194 paxid (sigexe]) 95002
paxid oyoyyuAg  Bujpueising led  ajeq uopesidxy 994 Aypinbiq uoddng Aypinbiq Jainsuj apo CETFETS
%001 000°'008'PLL$ jejol
%S 000'seL ‘9% 198Q ey paxi4 ajqeleA pabpayun
%00} 000°098'2.$ el %C9 000'STL'LLS 198Q ayey paxid oneyuis
%YS 000°000°2Y$ owojwng %L€ 000's62'G¢e$ 19eQ ajey paxid Jdwax3-xe |
%9 000'098'G€$ syueg yshj psllly %l 000°5¥9'L$ 199Q 9jey pexi4 sjgexel
BuipuelsinQ ted 207130 adAy Buipueising Jed 3q9Q jo adAy
%E9
000's22'LL Yged
ajey poxid opetiAs
%9Y
000°'098'5¢E

‘syueg ysu| payy

Hoddng JIpal) Ag ojey S|GeHEA

%¥S

000°000°2¥ ‘owojung

%Le
000's62°s€ ‘1qeQ eley
pox|4 jdwexg-xe |

%S
000°'s€L‘9 ‘3q0Q ojey
%L sjqepep pabpeyun
000'sv9‘L ‘19eq
ojey pexig ajqexel

Buipue}sino spuog jejo

8Insodx3 UpalD B 8|joid 198Q JuauND JMSS

















































































